
Ohio Public Utilities 

Commission
Date Received Renewal Certification 

Number
ORIGINAL CRS 

Case Number
17 -1916 -GA-CRS

<</ Renewal Certification Application 

Competitive Retail Natural Gas Suppliers

Please type or print all required information. Identify all attachments with an exhibit label and title {Example: Exhibit 
A-15 - Company History). All attachments should bear the legal name of the Applicant. Applicants should file completed 
applications and all related correspondence with the Public Utilities Commission of Ohio, Docketing Division,
180 East Broad Street, Columbus, Ohio 43215-3793.

This PDF form is designed so that you may directly input information onto the form. You may also download the form by
saving it to your local disk.

Section A - Applicant Inforiv^tion Services

A-l Applicant intends to renew its certificate as; (check all that apply)

□ Retail Natural Gas Aggregator □ Retail Natural Gas Broker IT) Retail Natural Gas Marketer

A-2 Applicant information:

Peninsula Energy Services Company, Inc.

331 West Central Ave., Suite 200, Winter Haven, FL 33880
Legal Name 

Address

Telephone No. 863-845-7004 

Current PUCO Certificate No. 17-6206(1)

Web site Address www.pescoenergy.com 

Effective Dates through 10/6/19

A-3 Applicant information under which applicant will do business in Ohio:

Name
Address

Peninsula Energy Services Company, Inc.

331 West Central Ave., Suite 200, Winter Haven, FL 33880 
Web site Address www.pescoenergy.com Telephone No. 302-242-9793 Cl

oA-4 List all names under which the applicant does business in North America: (3

Peninsula Energy Services Company, Inc.

PESCO 

PESCO Energy

ro0
VO
CO
rn“D

1

“D

A-5 Contact person for regulatory or emergency matters:

Name Al Gallo Title Assistant Vice President

Business Address 100 Commerce Drive, Suite 200, Newark, DE 19713

^4

■ n 
?

i3

Telephone No. 302-736-7621 Fax No. 302-744-2227 Email Address PescoOpsTeam@chpk.com

f'hi-s iB uo certify that the iTnages are am
-iCGU

ruchiV-.'.r.irjj,

tha complete reproduction of a
in tl'>i r-.

s
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A-6 Contact person for Commission Staff use in investigating customer complaints:

Name Kimberly McCarty Title Supervisor, Customer Support

Business address Central Ave Suite 200 Winter Haven, FL 33880

Telephone No. 863-845-7004 Fax No. Email Address kamccarty@pescoenergy.com

A-7 Applicant's address and toll-free number for customer service and complaints

Customer service address ^ Central Ave Suite 200 Winter Haven, FL 33880

Toll-Free Telephone No. '' -855-737-2600 kamccarty@pescoenergy.(g

A-8 Provide “Proof of an Ohio Office and Employee,” in accordance with Section 4929.22 of the Ohio 
Revised Code, by listing name, Ohio ofHce address, telephone number, and Web site address of the 
designated Ohio Employee

Name Gwen Kyle Title Managerof Origination, Midwest

Business address '^888 Sagecrest Drive, Columbus OH 43229

Telephone No. 302-242-9793 302-744-2227 Email Address gkyle@pescoenergy.com

A-9 Applicant's federal employer identification number 20-2017183

A-10 Applicant’s form of ownership: (Check one) 

Sole Proprietorship

LH Limited Liability Partnership (LLP) 

[3 Corporation

Partnership

Limited Liability Company (LLC) 

Other

A-11 (Check all that apply) Identity each natural gas company service area in which the applicant is 
currently providing service or intends to provide service, including identification of each customer 
class that the applicant is currently serving or intends to serve, for example: residential^ small 
commercial^ and/or large commercial/industrial (mercantile) customers, (A mercantile customer, as defined 
in Section 4929.01(L)(1) of the Ohio Revised Code, means a customer that consumes, other than for residential use, more 
than 500,000 cubic feet of natural gas per year at a single location within the state or consumes natural gas, other than for 
residential use, as part of an undertaking having more than three locations within or outside of this state. In accordance with 
Section 4929.01(L)(2) of the Ohio Revised Code, “Mercantile customer” excludes a not-for-profit customer that consumes, 
other than for residential use, more than 500,000 cubic feet of natural gas per year at a single location within this state or 
consumes natural gas, other than for residential use, as part of an undertaking having more than three locations within or 
outside this state that has filed the necessary declaration with the Public Utilities Commission.)

(CRNGS Supplier Renewal - Version 1.08) Page 2 of 8



/

/ Dominion East Ohio

ISiSi
Vectren Energy Delivery of Ohio

R^identiai / Sinall Gdinmercial 

Residential / Small Commercial 

Sinall Commercial 

Small CommercialResidential

Large Commercial / Industrial 

Large Commercial / Industrial 

Large Commercial/Industrial 

Large Commercial / Industrial

A-12 If applicant or an afHliated interest previously participated in any of Ohio’s Natural Gas Choice 
Programs, for each service area and customer class, provide approximate start date(s) and/or end 
date(s) that the applicant began delivering and/or ended services.

/ Columbia Gas of Ohio

i iBc^imihg.ph]te;6f Service:

/

/

Small Commercial Beginning Date of Service

/ Industrial Beginning Date of Service

/I Dominion East Ohio

Small Commercial Beginning Date of Service/

/

/ Industrial Beginning Date of Service

End Date ; 

End Date 

lEnd ba^ i: 

End Date

Ehd Date ! 

End Date

.=:.:EndDate-^:-:>::

End Date

Duke Energy Ohio

i ^ begibding^te:bfS%ice;

Small Commercial Beginning Date of Service

Industrial Beginning Date of Service

EhdDate 

End Date 

End Date 

End Date

Vectren Energy Delivery of Ohio

^ Beginning Pai^ o^S^ice

Small Commercial Beginning Date of Service

Industrial Beginning Date of Service

End Date 

End Date 

End Date 

End Date

A-13 If not currently participating in any of Ohio’s four Natural Gas Choice Programs, provide the 
approximate start date that the applicant proposes to begin delivering services:

(CRNGS Supplier Renewal - Version 1.08) Page 3 of 8



Dominion East Ohio

{pl^tended^rt Pate^ 

Intended Start Date

ga^a^-sttot%te
Vectren Enei^ Delivery of Ohio Intended Start Date

Provide the following as separate attachments and label as indicated.

A-14 Exhibit A-14 ’Trincipal Officers, Directors & Partners." provide the names, titles, addresses and 
telephone numbers of the applicant’s principal officers, directors, partners, or other similar officials.

A-15 Exhibit A-15 ^’Company History.” provide a concise description of the applicant’s company history 
and principal business interests.

A-16 Exhibit A-16 ’’Articles of Incorporation and Bylaws, provide the articles of incorporation 
filed with the state or jurisdiction in which the applicant is incorporated and any amendments 
thereto, only if the contents of the originally filed documents changed since the initial application.

A-17 Exhibit A-17 "Secretary of State,” provide evidence that the applicant is still currently registered with 
the Ohio Secretary of the State.

SECn^B^PPUC^JXMANAGERJALCAPABMT^^^XPERIENaE 

Provide the following as separate attachments and label as indicated

B-1 Exhibit B-1 “Jurisdictions of Operation.” provide a current list of all jurisdictions in which the 
applicant or any affiliated interest of the applicant is, at the date of filing the application, certified, 
licensed, registered, or otherwise authorized to provide retail natural gas service, or retail/wholesale 
electric services.

B-2 Exhibit B-2 "Experience & Plans/* provide a current description of the applicant’s experience and 
plan for contracting with customers, providing contracted services, providing billing statements, and 
responding to customer inquiries and complaints in accordance with Commission rules adopted pursuant 
to Section 4929.22 of the Revised Code and contained in Chapter 4901:1-29 of the Ohio Administrative 
Code.

B-3 Exhibit B-3 ’’Summary of Experience." provide a concise and current summary of the applicant’s 
experience in providing the service(s) for which it is seeking renewed certification (e.g., number and 
types of customers served, utility service areas, volume of gas supplied, etc.).

B-4 Exhibit B-4 “Disclosure of Liabilities and Investigations." provide a description of all existing, 
pending or past rulings, judgments, contingent liabilities, revocations of authority, regulatory 
investigations, or any other matter that could adversely impact the applicant’s financial or operational
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status or ability to provide the services for which it is seeking renewed certification since applicant last 
filed for certification.

B-5 Exhibit B-5 ’^Disclosure of Consumer Protection Violations^’ disclose whether the applicant, 
affiliate, predecessor of the applicant, or any principal officer of the applicant has been convicted or held 
liable for fraud or for violation of any consumer protection or antitrust laws since applicant last filed for 
certification.

7| No DYes

If Yes, provide a separate attachment labeled as Exhibit B-5 "Disclosure of Consumer Protection 
Violations/* detailing such violation(s) and providing all relevant documents.

B-6 Exhibit B-6 "Disclosure of Certification Denial. Curtailment. Suspension, or Revocation,” disclose 
whether the applicant or a predecessor of the applicant has had any certification, license, or application 
to provide retail natural gas or retail/wholesale electric service denied, curtailed, suspended, or revoked, 
or whether the applicant or predecessor has been terminated from any of Ohio’s Natural Gas Choice 
programs, or been in default for failure to deliver natural gas since applicant last filed for certification.

[2 No DYes

If Yes, provide a separate attachment, labeled as Exhibit B-6 ’’Disclosure of Certification Denial. 
Curtailment Suspension, or Revocation.” detailing such action(s) and providing all relevant documents.

SECTIO^Cr^mUCANTF^ANCIALC^ABMT\^DEXPE^NaE 

Provide the following as separate attachments and label as indicated

C-1 Exhibit C-1 “Annual Reports,” provide the two most recent Annual Reports to Shareholders. If 
applicant does not have annual reports, the applicant should provide similar information, labeled 
as Exhibit C-1, or indicate that Exhibit C-1 is not applicable and why.
(This is generally only applicable to publicly traded companies who publish annual reports.)

C-2 Exhibit C-2 “SEC Filings,” provide the most recent 10-K/8-K Filings with the SEC. If applicant does 
not have such filings, it may submit those of its parent company. An applicant may submit a current link 
to the filings or provide them in paper form. If the applicant does not have such filings, then the 
applicant may indicate in Exhibit C-2 that the applicant is not required to file with the SEC and why.

C-3 Exhibit C-3 “Financial Statements,” provide copies of the applicant’s two most recent years of 
audited financial statements (balance sheet, income statement, and cash flow statement). If audited 
financial statements are not available, provide officer certified financial statements. If the applicant has 
not been in business long enough to satisfy this requirement, it shall file audited or officer certified 
financial statements covering the life of the business. If the applicant does not have a balance sheet, 
income statement, and cash flow statement, the applicant may provide a copy of its two most recent 
years of tax returns (with social security numbers and account numbers redacted).

C-4 Exhibit C-4 “Financial Arrangements/* provide copies of the applicant's current financial 
arrangements to conduct competitive retail natural gas service (CRNGS) as a business activity (e.g., 
guarantees, bank commitments, contractual arrangements, credit agreements, etc.)

Renewal applicants can fulfill the requirements of Exhibit C-4 by providing a current statement from an 
Ohio local distribution utility (LDU) that shows that the applicant meets the LDU’s collateral 
requirements.

(CRNGS Supplier Renewal - Version 1.08 Page 5 of 8



First time applicants or applicants whose certificate has expired as well as renewal applicants can meet 
the requirement by one of the following methods:

1. The applicant itself stating that it is investment grade rated by Moody’s, Standard & Poor’s or 
Fitch and provide evidence of rating from the rating agencies.

2. Have a parent company or third party that is investment grade rated by Moody’s, Standard & 
Poor’s or Fitch guarantee the financial obligations of the applicant to the LDU(s).

3. Have a parent company or third party that is not investment grade rated by Moody’s, Standard & 
Poor’s or Fitch but has substantial financial wherewithal in the opinion of the Staff reviewer to guarantee 
the financial obligations of the applicant to the LDU(s). The guarantor company’s financials must be 
included in the application if the applicant is relying on this option.

4. Posting a Letter of Credit with the LDU(s) as the beneficiary.

If the applicant is not taking title to the electricity or natural gas, enter “N/A “in Exhibit C-4. An N/A 
response is only applicable for applicants seeking to be certified as an aggregator or broker.

C-5 Exhibit C-5 ^‘Forecasted Financial Statements/* provide two years of forecasted income statements 
for the applicant’s NATURAL GAS related business activities in the state of Ohio Only, along 
with a list of assumptions, and the name, address, email address, and telephone number of the 
preparer. The forecasts should be in an annualized format for the two years succeeding the 
Application year.

C-6 Exhibit C-6 “Credit Rating,” provide a statement disclosing the applicant’s current credit rating as 
reported by two of the following organizations: Duff & Phelps, Fitch IBCA, Moody’s Investors Service, 
Standard & Poor’s, or a similar organization. In instances where an applicant does not have its own credit 
ratings, it may substitute the credit ratings of a parent or an affiliate organization, provided the applicant 
submits a statement signed by a principal officer of the applicant’s parent or affiliate organization that 
guarantees the obligations of the applicant. If an applicant or its parent does not have such a credit rating, 
enter “N/A” in Exhibit C-6.

(CRNGS Supplier Renewal - Version I .OS) Page 6 of S



C-7 Exhibit C-7 “Credit Report.” provide a copy of the applicant’s current credit report from Experion, 
Dun and Bradstreet, or a similar organization. An applicant that provides an investment grade credit 
rating for Exhibit C-6 may enter “N/A” for Exhibit C-7.

C-8 Exhibit C-8 “Bankruptcy Information.” provide a list and description of any reorganizations, 
protection from creditors, or any other form of bankruptcy filings made by the applicant, a parent or 
affiliate organization that guarantees the obligations of the applicant or any officer of the applicant in 
the current year or within the two most recent years preceding the application.

C-9 Exhibit C-9 “Merger Information.” provide a statement describing any dissolution or merger or 
acquisition of the applicant within the two most recent years preceding the application.

C-10 Exhibit C-10 “Corporate Structure,” provide a description of the applicant’s corporate structure, 
not an internal organizational chart, including a graphical depiction of such structure, and a list of all 
affiliate and subsidiary companies that supply retail or wholesale electricity or natural gas to customers 
in North America. If the applicant is a stand-alone entity, then no graphical depiction is required and 
applicant may respond by stating that they are a stand-alone entity with no affiliate within the two most 
recent years preceding the application.

m
Section D - Applicant Technical Capabixjty

PROVroE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED.

D-1 Exhibit D-1 “Operations.” provide a current written description of the operational nature of the 
applicant’s business. Please include whether the applicant’s operations will include the contracting of 
natural gas purchases for retail sales, the nomination and scheduling of retail natural gas for delivery, 
and the provision of retail ancillary services, as well as other services used to supply natural gas to the 
natural gas company city gate for retail customers.

0-2 Exhibit D-2 “Operations Expertise.” given the operational nature of the applicant’s business, provide 
evidence of the applicant’s current experience and technical expertise in performing such operations.

D-3 Exhibit D-3 **Kev Technical PersonneK** provide the names, titles, email addresses, telephone 
numbers, and background of key personnel involved in the operational aspects of the applicant’s current 
business.

Applicant Signature and Title

Sworn and subscribed before me Month

Signatur^f olTicial administering oath Print Name and Title

Itffli ■Till iPli

A LORALYN K. HAYES
/ii’U Public - Slate of Florida

' # GG 038555
' : Expires Nov 8, 2020

il^commission expires on
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The Public Utilities Commission of Ohio
Competitive Retail Natural Gas Service 

Affidavit Form 
(Version 1.07)

In the Matter of the Application of

Peninsula Energy Services Company, Inc.

for a Certificate or Renewal Certificate to Provide 

Competitive Retail Natural Gas Service in Ohio.

Case No. 17 1916 -GA-CRS

County of iFranklin 
State of Ohio

[Affiant], being duly swom/affinned, hereby states that:

(1) The information provided within the certification or certification renewal application and supporting information is 
complete, true, and accurate to the best knowledge of affiant.

(2) The applicant will timely file an annual report of its intrastate gross receipts and sales of hunted cubic feet of 
natural gas pursuant to Sections 4905.10(A), 4911.18(A), and 4929.23(B), Olfio Revised Code.

(3) The E^plicant will timely pay any assessment made pursuant to Section 4905.10 or Section 4911.18(A), Ohio 
Revised Code.

(4) Applicant will comply with all applicable rules and orders adopted by the Public Utilities Commission of Ohio 
pursuant to Tide 49, Ohio Revised Code.

(5) Applicant will cooperate with the Public Utilities Commission of Ohio and its staff in the investigation of any 
consumer complaint regarding any service offered or provided by the applicant.

(6) Applicant will comply with Section 4929.21, Ohio Revised Code, regarding consent to the jurisdiction of the Ohio 
courts and the service of process.

(7) Applicant will inform the Public Utilities Commission of Ohio of any material change to the information supplied in 
the certification or certification renewal application widiin 30 days of such material change, including any change in 
contact person for regulatory or emergency piuposes or contact person for Staff use in investigating customer 
complaints.

(8) Affiant further sayeth naught.

Affiant Signature & Title 

Sworn and subscribed before (e this

27

fss- «e/!

day of Month

Signaturejyf yff^ciil Adiflinigtefing Qatb

LORALYN K. HAYES 
s Notary Public - State of Florida '

Print Name and Title

4 Commission # GG 03855ti • My commission expires on
4 Comm. Expires Nov 8, 2020 ,

“"W I (CRNGS Supplier Renewal)-Version 1.08 Page 8 of 8
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit A-14 ^'Principal Officers, Directors. & Partners"

Chesapeake Utilities Corporation owns 100% of PESCO's stock. The directors of PESCO are listed below.

Eugene H. Bayard 
Thomas J. Bresnan 
Ronald 6. Forsythe, Jr.
Jeffry M. Householder 
Thomas P. Hill, Jr.
Dennis S. Hudson, III 
Paul L. Maddock, Jr.
Calvert A. Morgan, Jr.
Dianna F. Morgan 
John R. Schimkaitis

PESCO's Management Team;

Al Gallo, Assistant Vice President, Optimization 
Peninsula Energy Services Company, Inc.
100 Commerce Drive, Suite 200 
Newark, DE 19713 
302-736-7621

Bill Hancock, Assistant Vice President, Origination
Peninsula Energy Services Company, Inc.
331 West Central Ave, Suite 200 
Winter Haven, FL 33880 
302-242-2855

Marissa Stipa, Director, Optimization
Peninsula Energy Services Company, Inc.
100 Commerce Drive, Suite 200 
Newark, DE 19713 
302-213-7518

Steve Smith, Director, Financial Analysis
Peninsula Energy Services Company, Inc.
100 Commerce Drive, Suite 200 
Newark, DE 19713 
302-213-7517

1 I P a g e



Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit A-15 "Company History*"

Chesapeake's family of regulated and unregulated energy companies began in 1859 as Dover Light Company, a 
gas company located in Dover DE. Chesapeake Utilities Corporate was incorporated in Delaware in 1947 and 
now includes natural gas distribution and transmission operations in the Delmarva Peninsula and Florida, and 
electric distribution operations in Florida. Chesapeake's unregulated energy businesses include Its natural gas 
marketing subsidiary, PESCO, operating in these same regions and also markets natural gas supply in the states 
of Ohio, Pennsylvania, and West Virginia. Additional diversity in Chesapeake's unregulated businesses exists in 
Its natural gas midstream services entity. Aspire Energy, with over 2,700 miles of pipeline systems in 40 
counties throughout Ohio and its propane distribution and wholesale marketing subsidiary. Sharp Energy. A 
propane supplier to the Delmarva region, Pennsylvania and Florida.

A wholly-owned subsidiary of Chesapeake Utilities Corporation (CUC) whose heritage stretches more than 150 
years, PESCO has been in continuous operation since 1994 with extensive experience in retail and wholesale 
supply, transportation, and distribution of natural gas. For twenty-five years, PESCO has employed highly- 
experienced industry personnel to proudly serve customers In each of the markets we operate dedicated to 
the needs of our customers and who work within the natural gas market every day interacting with regulated 
and unregulated counterparts on behalf of our customers. PESCO's focus as a natural gas supplier in the 
footprint where our utilities, pipelines, gathering systems, propane distribution, and auto-gas supply entities 
reside is a solid complement to the diversified energy company Chesapeake Utilities has grown to become and 
strives to expand.
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.; 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit A-16 '^Articles of Incorporation and Bylaws"

(Detmvare
JirstStatt

1, EARRXBr SHJTH ViJVfDSOfK, SBZB&TARt OF STATE OF THE STATE OF 

DELAWARE, DO HEREBY CERTXFY THE ATTACHED ARE TRUE AND CORRECT 

COPIES OF ALL DOCUMENTS ON FILS OF "PBNXNSOLA ENERGY SERVICES 

COMPANY, XNC. " AS RBCBJVBD AND FILED IN THIS OFFICE.

THE FOLLOWING DOCUMENTS HAVE BEEN CERTIFIED:

^B^¥tCATZ-CF XNCORPORATIOm FILED THE THIRTIETH DAY OF 

SEPTEMBER^ A.D. 2004, AT 6:17 O'CLOCK P.M.

CERTIFICATE OF MERGER, FILED THE TENTH DAY OF AUGUST, A.D. 

2003, AT 5:52 O'CLOCK P.M.

CERTIFICATE OF MERGER, FILED THE TENTH DAY OF AUGUST, A.D. 

2003, AT 5:52 O'CLOCK P.M.

AND I DO HEREBY FURTHER CERTXFY THAT THE AFORESAID 

CERTIFICATES ARE THE ONLY CERTIFICATES ON RECORD OF THE 

AFORESAID CORPORATION, "PENINSULA BNEROY SERVICES COMPAl^,

INC.

3S555B8 8100H

0B0288244
eoeciZiaato online

Harriet Smiin Windsor, secreiaty tl State 
AUTHENTICATION: 6429488

flEATE: 03-06-08
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit A-16 ^^Artlcles of Incorporation and Bylaws", continued

CERTTFTCATE OF INCOttPORATION

F4RST: Tbc name of ftia tic: PefiinsulaBncrey Services Company, Inc-

SJBCOND; la legtsiwod office ioUi* Stats ofPalnwBrt is to be locotedaElTH CoiKCCYVilk 
Road, SttSte 400. in llieaty of WilminBion, County of New CasH&flfwiics repBCercd agwt at suiifa
nddeesG fs CORPOKATIDN SERVICE COMPANY.

THERP: The puipow Dr-purpoBW ofthft«KpotaUo» shail be:

To sDgpgelRenyhtwfUiwtoreeciWtyibT which conpocadoxia nmy be 
uikkr the Omeral CToxpoirftLion Law of Ptiawarc.

FOURTfl: The total number of ahiueB of Btoek which this coupontion iS aalborized lo iasueis; 
100 ahams of common stock with aporvaloe of $.01 perabani.

FOFTH: Hm name awl address of the Incorpoiator is as foUows: Beth W. Cooper, 909 
SilvetLakeBmklovordj l>avef:t Delawnm T99CM-.

SIXTH: TheBo&idoJDirectoia«hafnnvethapowertondfifA. amBod or repeal

SEVENTH; No durector shall be personally liable co the Coipoeaticm or im stochfaoliiers for 
nvonataay dBoneges fbraoybmclierfSiiueiajry duty by such dittetorns adireetor. NctwiThBiftFtdIaB 
the foregoing scntcace, a director sIibII be liable bo the caieni provided by q^plicsble law, (i) for 
breach of Uso diioctofs du^ of loyahy m the Coiporation or Us i^cI^oIiIbis, (>■) for acts or 
omiasions nert m good fkidi or which invotve imcntioaal iiBSCooduot or a knowiitis violation of law, 
Gil) luaikuxt 10 Section 174 of tbe Delaware Oeceml Corporation Law or (iv) for any tnmaotioii 
from which the director derived an iiiKptroper peoooel beoelit. No amendmeot to or repeal of this 
AxUcte Severnb aboil agrply lo or hove any effect on the Ibbility or alleged iiobility of any director of 
the CtwpoTAtioo for or with rcspcci toaoy aeis or omisswDn of such dfraccoroccunitigpdorCosucti 
amendment

IN WITNESS WHEREOF, the undetsigDed^ being the inoofpomlor herein before nomad, 
has executed signed aad gchnowlcdged this eertiflcnte of iiworpofedon this SO^^day of Sepiember, 
XD,20O4.

ftcAW Cooper "

-So'ceefcaj^ af Stato 
OivisXoa o£ CaxpofatXoms 

Oaliriurad OGiST J9T 09/30/SC04 
FI2£C 06:17 PM 09/30/2004 

Sf^ &407099I9 - 3955508 FILS
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit A-17 "Secretary of State"

STATE OF OHIO
CERTIFICATE

Ohio Secretary of State, Jon Husted 
2387617

It is hereby certified that the Secretary of State of Ohio has custody of tiie business records for 
PENINSULA ENERGY SERVICE COMPANY, INC. 

and, that said business records show the filing and recording of:

Document(s) Document No(s):
FOREIGN LICENSE/FOR-PROFTT 201511700744

Effective Date: 04/24/2015

Authorization to transact business in Ohio is hereby given, until surrender, expiration or 
cancellation of this license.

United States of America 
Stale of Oliio

Office of the Secnstaiy of State

Witness my hand and the seal of the 
Secretary of State at Colunibus, Ohio 
this 27th day of April, A.D. 2015.

Ohio Secretary of State

5 1 P a g e



Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit B-1 “Jurisdictions of Operations"

PESCO currently serves approximately 3500 commercial and industrial customers in 6 states. This represents 
approximately 41.0 Bcf of natural gas annually. Specifically, PESCO provides natural gas to customers on the 
following systems:

• Florida: Peoples Gas, Florida City Gas, Central Florida Gas, Florida Public Utilities, Lake Apopka Natural Gas 
District, Sebring Natural Gas, Indiantown Natural Gas, Lake City Natural Gas, Florida Gas Transmission

• Delaware: Chesapeake Utilities Delaware Division, Delmarva Natural Gas, Eastern Shore Natural Gas, 
Delmarva Power

• Maryland: Chesapeake Utilities Maryland Division, Eastern Shore Natural Gas, Delmarva Power, Baltimore 
Gas and Electric

• Ohio: Columbia Gas of Ohio, Dominion East Ohio
• Pennsylvania: Columbia Gas of Pennsylvania, Peoples Natural Gas, People Equitable Division, Peoples TWP 

Division, PECO Energy Company
• West Virginia: Mountaineer Gas Company, Dominion Hope Gas

PESCO has jurisdictional authority certificates In each of the above states. Our jurisdictional authority has 
never been denied, suspended, revoked, or sanctioned.

6 I P a g e



Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit B-2 "Experience & Plans"

PESCO contracts with every customer in written form outlining General Terms and Conditions of each 
transaction and detailing the specifics of each supply transaction with a Transaction Confirmation. For 
customers who prefer to use the NAESB, PESCO will contract under that document with Special Provisions 
Agreeable to both parties. PESCO intends to contract in written form with each customer going forward.
PESCO does not pursue residential Choice customers who may use telephonic authorizations to contract.

Each PESCO customer is provided a monthly billing statement for supplied volumes from PESCO consistent 
with the terms of each supply agreement. Commercial Choice customers are generally invoiced through the 
utility. PESCO has a fully-staffed customer service department to respond to customer inquiries and 
complaints. Our customer service toll-free number is provided to each customer and included on each invoice.

Each PESCO contract clearly specifies and includes the following items, consistent with the requirements of the 
Commission, ORC and OAC:

Transaction Date 
Transaction Number
Buyer Name, Address, Phone, Fax, Email with Corresponding Signature Blocks 
Seller Name, Address, Phone, Fax, Email, with Corresponding Signature Blocks 
Facility Address(es) and Utility Account Number(s)
Contract Quantity and Units of Measure 
Contract Price {Fixed or Variable) per Unit 
Delivery Point (LDC or Pipeline)
Delivery Period (Start and End Month)
Special Provisions Section to Include Swing Language (when applicable)
Addendum to Transaction Confirmation (when applicable to list multiple accounts per transaction) 
Renewal Term Language with Auto-Renewal Provisions 
Notification to Cancel Period, Right to Cancel, and Early Termination 
Nomination and Balancing Provisions 
Operational Flow Order Responsibilities (where applicable)
Performance Clause and Transportation Obligations 
Language to Address Tariff and Regulatory Changes 
Pricing for Rollover Periods 
Taxes
Billing and Payment Terms
Events of Default; Remedy for Failure of Either Party to Perform 
Force Majeure Language 
Credit Terms
Risk of loss; Warranty; Indemnity; Damages 
Assignment Provisions 
Quality and Measurement of Natural Gas 
Priority; Choice of Law; Dispute Resolution 
Severability
Forward Contract Statement
Third Party Beneficiary; Waiver; Construction; Entire Agreement Clauses
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit B-3 ^'Summary of Experience"

PESCO’s less than five years as a competitive retail natural gas supplier in the Ohio market is much shorter 
than our experience providing similar services in our other markets. However, PESCO has brought prior 
expertise from our other markets to establish a solid and highly-respected supplier option to Ohio's natural gas 
customers. PESCO has performed its services well and without issue since our initial Certification as a 
competitive retail natural gas supplier was granted by the PUCO. In just a few years, PESCO has grown its 
Commercial and Industrial customer base in Ohio managing Choice and GTS pools behind both DEO and COH 
as well as supplying to stand-alone customers.

Below is a summary of PESCO's market in Ohio for Calendar Year 2018 and projected numbers for 2019.

COH
2018
CHOICE;
GTS:

Accounts
376
15

Annual Volumes 
619,183 Mcf 
751,278 Mcf

2019 Projected Accounts
CHOICE:
GTS:

475
50

Annual Volumes
750.000 Mcf
950.000 Mcf

DEO
2018
CHOICE:
GTS:

Accounts
87
6

Annual Volumes 
35,017 Mcf 
261,537 Mcf

2019 Projected Accounts 
CHOICE: 250
GTS: 15

Annual Volumes 
260,000 Mcf 
4,000,000 Mcf

PESCO is well-positioned for growth in the Ohio market and appropriately staffed with industry experts highly- 
experienced in serving Ohio customers.
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit B-4 ""Disclosure of Liabilities and Investigations"

There have been no existing, pending, or past liabilities or investigations, regulatory or other, since Peninsula 
Energy Services Company's last filing for certification.
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit C-1 ^'Annual Reoorts''

Please refer to the Annual Reports (and/or 10-K SEC filings) that are submitted separately as a response. 
Further financial Information and filings can be found on our corporate website at the link below.

http://investor.chpk.com/financial-information/sec-filings
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.; 17-1916-6A-CRS 
Peninsula Energy Services Company, Inc.

Exhibit C-2 ^^SEC Filings"

Please refer to the Annual Reports (and/or 10-K SEC filings) that are submitted separately as a response. 
Further financial Information and filings can be found on our corporate website at the link below.

htto;//investor.chDk.com/financial-information/sec-filings
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit C-3 "Financial Statements"

Please refer to the audited financial statements that are submitted separately as a response.
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit C-4 "Financial Arrangements"

The enclosed Guaranty Agreement between East Ohio Gas Company (DEO) and Chesapeake Utilities 
Corporation, Peninsula Energy Services Company parent, serves as current financial arrangements to conduct 
competitive retail natural gas service in Ohio. A similar Guaranty Agreement is In place with Columbia Gas.

guaranty agreement

This Ouarancy Agreement (die *'Ouaranly”) is made by Chesapeake Utilities Coipofation 
C^Ouarantor^ a Delaware Coipoi^on, in fbvor of Peninsula &iergy Services Company, Inc. 
CComjmay'l,

WHEREAS, East Ohio Gas Company *XCountecparty**) and Company are or may become 
parties to commodi^*reiated physdea! and financial transactions and agreements (coliecUveiy, 
whether one or more, the “Agreement” or “Agreements”); and

WHEREAS, the Guarantor is the direct or indirect parent of Company, and will receive 
substantial and direct benefits fiom the transactions contemplated by the Agreemrat and has 
agreed to enter into this Guaranty to provide assurance for the payment obligations of Company 
in connection wdi the Agreement and to induce the Coun^rparty to enter into the Agreement.

NOW, THEREFORE, in consideration of good and valuable consideration, the adequacy, receipt 
and sufficiency of vdiich are hereby acknowledged, the Guarantor hereby agrees as follows:

1 • Guaranty. The Guarantor hereby unconditionally, irrevocably and absolutely guarantees
the punctual payment when due (subject to written demand in accordance with Paragraph 
6 below) of Company’s payment obligadons arising under any A^ement with payment 
terms of less than 36S days for any individual obligation/invotce, as such Agreement may 
be amended or modified agreement betwe^ Company and the OHmterparty fiom 
time to time (collectively, the “Guaranteed Obli^tions”): provided, however, ftat the 
total liability of the Guarantor hereunder, regardless of any amendment modification to 
any Agreement, is limited to the lesser of (a) the (juaranteed Obligations under all 
Agreements or (b) US$200,000.00 (Two Hundred Thousand Dollars), plus all interest, 
reasonable attorneys’ fees, and/or costs of collection. If any, required by such Agreement 
to be paid by Company in the collection of Guaranteed Obligations, in t^dition, subject 
to the limitations above. Guarantee shall reimburse Counterparty for all sums paid to 
Counterparty by Con^iaay with respect to such Guaranteed Obligations which 
Counterparty Is subsequently required to return to (i^mpany or a representative of 
Company’s creditors as a result of Company’s bankruptcy, insolvency, reorganization, 
iiqui^tion, recclverriiip, or similar ptooeeding. The Guarantor’s obligations and liability 
uzider tins Guvan^ shall be limited to payment obligations only and die Guarantor shall 
have no obligation to perform under any Agreement, including, without limitation, to sell, 
deliver, supply or transport gas, electrici^ or any ot^ commodity.

If all or a part of any paymau made by Guarantor to Counterparty hereunder is tat^ 
determined to have been improper because such amount was not actually owed by 
Company to Coimteiparty under die Agreement or such payment was otherwise 
unjustified. Counterparty shall repay such amount to Ouaramor within twenty (20) 
business days of written demand by Guarantor together with any interest, reasonable 
attorneys’ fees, and/or costs of collection, if any, required by the Agreement to be paid by 
Counterparty in the collection of such amount.
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit C-4 "Financial Arrangements", continued (Guaranty Agreement, d.2)

2. Afasointe. The liability of Guarantor under this Guaranty shall be absolute, 
irrevocable and uoccmdidonal irrespective of:

(a) any modification, extension or waiver of any of the terms of any Agreement;

(b) any change in the time, manner, terms or place of payment of or in any other term 
of, al I or any of the Guaranteed Obligations, or any other amendment or waiver of 
or any consent to departure fiom any Agreement or any other agreement or 
instrument executed in connection therewith;

(c) any sale, exchange, release or non>perfecUon of any property standing as security 
for the liabilities hereby guaranteed or any liabilities incurred directly or 
Indirectly bereunder or any setoff against any of said liabilities, or any release or 
amendment or waiver of or consent to departure fiom any other guaranty, for all 
or any of the Guaranteed Obligations; or

(d) any change in the existence, structure or ownership of the Guarantor or Company, 
or any bankruptcy, insolvency, reorganization, liquidation, receivership, or similar 
{Mocking affecting Company or its assets.

The obligations of the Guarantor hereunder are several and not joint with Company or 
any other person, and are primary obligations for which the Guarantor is the prindpal 
obligor. There are no conditions precedent to the enforcement of diis Guaranty, except as 
expressly contained herein. It sikail not be necessary for the Counterparty, in order to 
enforce payment by the Guarantor tmder Uiis Guaranty, to exhaust its rem^es against 
Company, any collateral pieced by Company, any other guarantor, or any other person 
liable for the payment or performance of the Guaranteed Obligations. This Guaranty is 
one of payment and not of collection and shall aj^ly r^aidless of whether recovery of all 
such Guaranteed Obligations may be disdiatged, or uncollectible in any bankruptcy, 
insolvency, reorganization, liquidation, receiver^p, or similar proceeding affecting 
Company or its assets.

Without limiting Guarantor's own defenses and rights hereunder. Guarantor reserves to 
itself all rights, setoffe, counterclaims and other defenses to which Company is or may be 
entitled to arising from ot out of the Agreements or othervrise, except as limited herrin 
and except for defenses arisu^$ out of the bankruptcy, insolvency, reorganization, 
liquidation, receivership, or similar proceeding affecting Company or its assets.

3. Waiver. GuarantcH- hereby waives:

(a) notice of acceptance of this Guaranty, notice of the creation or existence of any of 
the Guaranteed Obligations and notice of any acdon by the Counmrpaity in 
reliance hereon or in connection herewith;

(b) notice of the entry into any Agreement between Company and the Counterpmty 
and notice of any amendments, supplenrants or mo^fications thereto; or any
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit C-4 "Financial Arrangements", continued (Guaranty Agreement, p.3)

waiver of consent under any Agreement, including waivers of the payment and 
perfbrmanee of the obligations thereunder;

(c) notice of any increase, reduction or rearrangement of C<mipany*s obligations 
under any Agreement or notice of any extension of time for the payment of any 
sums due and payable to the Counterparty under any Agreement;

(d) except as expressly set forth herdn, presentment, demand for payment, notice of 
dishonor or nonpayment, protest and notice of [mKest or any other notice of any 
other kind with respect to the Guaranteed Obligations; and

(e) except as expressly set forth herein, any requirement that suit be Ixought against, 
or any other action by the Counterparty be taken against, or any notice of defoult 
or ot^ notice be ^ven to, or any demand by made on. Company or any odier 
person, or that any other action be t^en or not taken as a condition to the 
Guarantor's liability for the Guaranteed Obligations under this Guaranty ot as a 
condition to the enforcement of this Guaranty against the Guarantor.

Subrogation. The Guarantor dtail be subrogated to all rights of tiie Counterparty against 
Company in respect of any amounts paid by the Guarantor pursuant to the Guaranty, 
provided tiiat the Guarantor waives any rights it may acquire by way of subrogation 
under this Guaranty, by any payment inade hereunder or otherwise (including, without 
limitation, any statutory rights of subrogation under Section 509 of the Bankruptcy Code, 
11 U.S.C. § 509, or otherwise), reimbursement, exoneration, contribution, 
indemnification, or any right to participate in any claim or remedy of the Counterparty 
against Company or any collateral which the Counterparty now has cr acquires, until all 
of the Guaranteed Obligations shall have been irrevocably paid to the Counterparty in 
foil. If (a) the Guarantor shall perform and shall make payment to die Counterparty of all 
or any part of the Guaranteed Obligations and (b) all the Guaranteed Obligations shaii 
have b^ paid in full, the Counterparty shall, at d»e Guarantor's request, execute and 
deliver to the Guarantor af^irqpriate documents necessary to evidence the transfer by 
subrogation to the Guarantor of any interest in the Guaranteed Obligations resulting from 
such payment by die Guarantor.

Notices. All demands, notices and other cmnmunications provided for hereunder shall, 
unless odierwise specifically provided herein, (a) be in writing addressed to the party 
receiving the nmice at the address set forth below or at such other address as may be 
designated by written notice, from time to time, to the other party, and (b) be effective 
upon delivery, when mailed by U.S. mail, re^stered or certified, return receipt requested, 
postage prepaid, or personally delivered. Notices shall be sent to the following addresses:

If to Counterparty:

East Ohio Gas Company 
Atm: Clifford E. Atidrews 
1201 E. 55’*‘Street 
Cleveland, Ohio 44103
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit C-4 ^"Financial Arrangements", continued (Guaranty Agreement, d.4)

If to Guarantor:

Chesapeake Utilities Corporation 
909 Silver take Boulevard 
Dover. Delaware 19904 
Atm: Beth W, Cooper

Senior Vice President and CFO

6. Demand and Payment Counterparty is not entitled to make demand upon Guarantor 
until a default occurs in payment of any Guaranteed Obligations by Cmnpany to 
Counterparty. Any demand by the Counterparty for payment hereunder shall be tn 
vniting, reference dits Cuaianty, reference the Guaranteed Obligations, and signed by a 
duly auUiofized representative of the Counterparty and delivered to the Guarantor 
pursuant to Section 5 hereof. There are no other requtiemems of notice, presentment or 
demand. The Guarantor shall pay, or cause to be paid, such Guaranteed Obligations 
within twenty (20) business days of receipt of such demand.

7. No Waiver* Remedies. Except as to applicable statutes of limitation, no fetlure on the 
part of Counterparty to exercise, and no delay in exercising, any li^t hereunder shall 
operate as a waiver thereof, nor shall any ^gle or partial exercise of any right hereunder 
preclude any other or further exercise thereof or the exercise of any other right. The 
remedies herein provided are cumulative and not exclusive of any remedies provided by 
law.

8. Terms Termination, This Ouaran^ shall continue in full force and effect from the 
Effective Date until the earlier of (a) the 364^ day following the Effective Date or (b) 
thirty (30) days following Guarantor’s notice, in writing, to Counterparty of Guarantor’s 
termination of this Guaranty (the *Terminatkm Date”); provided, however, the 
termination of this Guaranty shall not affect Guarantor’s obligations hereunder with 
respect to any transaction entered into prior fo such T^tnination Date, and this Guaranty 
shall remain in fell force and effect until all Guaranteed OUigations ariring with respect 
to sudi transactions have been folly siuisfied..

9. Afifitgnmeat; Saceessors and Assigns, The Guarantor and the Counterparty shall not 
assign its r^fats hereunder without the prior written consent of the other party, and any 
assignment withotn such prior written consent shall be null and void and of no force or 
effect. This Guaranty shall be binding uprni and inure to the benefit of the eadi party 
hereto and their respective successors taA permitted assigns.

10. AmanHinent^ Etc. Subject to foe Guarantor’s right to terminate foU Guaranty pursuant 
to Paragraph 8, no amendment of this Gtiaianty shall be effective unless In writing and 
rigned by Guarantor and Counterparty. No waiver of any picvirion of fois Guaranty nor 
consent to any departure by foe Guarantor therefrom shall in any event be efifective unless 
such waiver shall be in writing and rigned by Coumerparty. Any such waiver shall be 
effective only in the specific instance and for foe spedfic purpose for which it was given.
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit C-4 "Financial Arrangements”, continued (Guaranty Agreement. o.5)

] I. Caption, The captions in this Ouaranty have been inserted for convenience only and shall 
be ^ven no substantive meaning or significance whatsoever in construing the terms and 
provi^ons of this Cuaranty.

12. Representation and Warranties.

The Guarantor represents and warrants as follows:

(a) The Guarantor is duly organized, validly existing and in good standing under the 
laws of the jurisdiction of its incorporation and has full cotporate power to 
execute, delivo- and perfbnn this Guaranty.

(b) The execution, delivery and performance of this Guaranty have been and remain 
duly authorized by all necessary corporate action and do not contravene the 
Guarantor’s constitutional documents or any contractual restriction binding on the 
Guarantor or its assets.

(c) This Giraranty constitutes the legal, valid and binding obligation of the Guarantor 
enforceable gainst Guarantor in accordance with its terms, subject, as to 
enforcement, to banlcruptcy, insolvency, reorganization and other laws of general 
applicability relatit^ to or affecting creditor’s rights and to general equi^ 
principles.

13. GOVERNING LAW. THIS GUARANTY SHALL BE GOVERNED BY, AND 
CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF 
DELAWARE WITHOUT REGARD OR REi^RENCE TO THE CONFLICT 
OF LAWS PRINCIPLES OP ANY JURISDICTION. However, if any provision 
of this Ouaranty shall be prohibited by or invalid under such law, su^ provision shall 
be ineffective to the extent of such prohibition or invalidity wi^ut invalidating the 
remainder of such provision or the remaining pro'rislons of this Guaranty.

14. Entire Agreement Tills Guaranty constitutes the entire agreement and understanding 
between Guarantor and Counterpart with respect to the Guaranteed Obligations.
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit C-4 "Financial Arrangements", continued (Guaranty Agreement. p.6i

IN WITNESS WHEREOF, the Guarantor has caused this Guaranty lo be duly executed 
and delivered by its duly authorized representative effective as of this 1st day of June, 2015 
("Effective Date").

By: ---- —-
Name: Beth W. Cooper
Title: Senior Vice President and CFO

By: /
Name: Thomas E. Mahn 
Title: Treasurer

ATTEST:

By:
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit C-5 "Forecasted Financial Statements"

Peninsula Energy Services Company
FORECASTED INCOME STATEMENT (Ohio Retail Only)

Forecast for Years Ending December 31, ^20 (Year 1) and December 31,2CX21 {Year 2)

Yearl Year 2

Operating Revenues $ 13,935,100 $ 15,328,610

Operating Expenses
Cost of sales 13,372,050 14,709,255
Operations 397,319 402,168
Depreciation and amortization - -

Total Operating Expenses 13,769,369 15,111,423

Operating Income (Loss) 165,731 217,187

Interest charges 45,S91 47,267

Income Before Income Tax 119,S41 169,920

Income Taxes 35,952 50,976

Net Income (Loss) $ 83,889 $ 118,944

Assumptions for PESCO Ohio Forecasted Income Statement

• Assumed 2020 DEO and COH retail revenue would track closely to 2019 actuals, with a 10% 
increase in sales for 2021.

• Assumed prices and margins would maintain closely to July 2019 actual results.

• Assumed salaries & benefits would reflect 50% of a sales manager, 33% of a senior origination 
manager and 33% of a scheduler.

• Assumed additional costs for travel, vehicle expense and supplies based on headcount ratios 
above.

• Assumed an effective income tax rate of 30%.

• Assumed 11% of PESCO's charges for Corporate and Shared Services Charges and Interest Expense 
would be attributed to Ohio, based on 2019 forecasted gross margin.
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit C-6 "Credit Ratine"

Peninsula Energy Services Company, Inc. (PESCO) is a wholly owned subsidiary of Chesapeake Utilities 
Corporation (CUC), and CUC guarantees the obligations of PESCO. CUC has no publicly-issued debt - its debt is 
privately placed. Therefore, CUC is rated by the National Association of Insurance Commissioners (NAIC). CUC 
has a credit rating of NAIC 1 - the highest credit rating provided by this entity and equivalent to an "A" rating 
from Moody's and Standard and Poors. Per the NAIC website, NAIC 1 is assigned to obligations that exhibit the 
highest quality.

This rating indicates that credit risk is at its lowest and the issuer's credit profile is stable. Considering this 
profile, it is expected that interest and principal on the issuance will be paid in accordance with the contractual 
agreement and that repayment of principal is well protected.

Included in this submittal is an excerpt of a document (Exhibit B) prepared by the Securities Valuation Office of 
NAIC which compares NAIC-prepared ratings to those of other rating agencies. More information can be found 
at www.naic.org/svo.htm.

NAIC CRP Rating Equivalents to SVO Designations

<A) Moodv’s
anrt 'VTnnicioal Ratines SVO

Aaa; Aa 1. 2. 3; A 1. 2. 3, 1
Baa 1. 2. 3, 2
Ba 1,2. 3. 3
B 1, 2, 3. 4
Caa. 1. 2. 3 >
Ca, C 6

Commercial Paper and Sboit Term Couttfeiparty Ratinss
P-1 1
P-2 2
P-3 3
N-P (Not prime) 6

Prefimmjd StcM-k
Aaa; Aa 1.2. 3; A 1. 2, 3, 1
Baa 1. 2. 3. 2
Ba 1.2, 3. 3

B 1, 2, 3. 4
Caa 5
Ca, C
<B) Standard and Poor’s
Corporate CoimtemaTtv ami MnniHnal Ratines — Public Ronds

6

AAA. AA+, AA. AA-. A-r. A. A- 1
BBB-H. BBB. BBB- 2
BB-r. BB. BB- 3
B+. B, B- 4
CCC-*-, CCC, CCC- 3

CC. C, E> 6

Commercial Paper
A, A-1 1
A-2 2
A-3 2
B 4
C 5
D 6

Preferred Stock SVO
AAA. AA-t-. AA. AA-. A+. A, A- 1
BBB+. BBB. BBB- 2
BB-^. BB. BB- 3
B+, B, B- 4
CCC 5
CC. C. D
<C) Fitch
Fixed Income and Couateroartv Ratings

6

AAApre 1*
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit C-7 "Credit Report^^

N/A
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.; 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit C-8 ^*Bankruptcv Information"

There have been no such declarations of bankruptcy or filings of reorganization protection from creditors 
made by PESCO, its affiliates, or its parent company or any officers of the applicant.
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit C-9 '"Merger information"

There have been no dissolutions, mergers, or acquisitions Involving PESCO within the most recent two years 
preceding this application for renewal.
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit C-10 "Corporate Structure"

PESCO is an unregulated subsidiary of Chesapeake Utilities Corporation, a diversified energy company focused 
on the distribution and transmission of natural gas, electricity, and propane throughout several states in the 
Northeast, Midwest, and Southeast. Through regulated and unregulated subsidiaries, Chesapeake's family of 
companies strives to provide operational excellence and exceptional service to the customers we serve and in 
the communities where its businesses operate.

Regulated entities:

Pipelines: Eastern Shore Natural Gas owns and operates a 486-mile interstate natural gas pipeline that 
transports 50 Bcf of natural gas annually from four pipeline interconnects in Pennsylvania to customers in the 
Delmarva Peninsula. Peninsula Pipeline owns and operates an intra-state natural gas pipeline In Florida 
providing transportation services linking supply to other pipeline interconnects, local distribution systems, 
industrial customers and power generation facilities in the state.

Distribution: Chesapeake Utilities natural gas distribution system serves approximately 68,000 residential, 
commercial, and industrial customers operating approximately 1,400 miles of gas distribution mains in 
Delaware and Maryland. Florida Public Utilities owns and operates roughly 2,900 miles of natural gas 
distribution mains across 21 counties in Florida serving 80,000 natural gas, 32,000 electricity, and 17,000 
propane customers throughout Florida. Sandpiper Energy serves approximately 11,000 residential, 
commercial, and industrial customers in Worcester County, MD. Originaily a propane distribution system. 
Sandpiper also owns and operates over 300 miles of natural gas distribution mains and is actively converting its 
customers to natural gas.

Unregulated entities:

Peninsula Energy Services Company (PESCO) provides natural gas supply, asset management, and risk 
management services to retail and whole customers in the Mid-Atlantic, Southeast, and Appalachian Basin. 
PESCO transacts on more than 10 transmission pipelines and over 16 local distribution companies in six states.

Aspire Energy owns and operates over 2,700 miles of pipelines systems in 40 counties throughout Ohio. 
Aspire's natural gas infrastructure provides natural gas supplies to several local distribution companies and 
cooperatives, sourcing gas from approximately 300 local producers. The company provides additional services 
to maintain quality and reliability to wholesale markets.

Sharp Energy distributes propane to 42,000 customers in Delaware, Maryland, Virginia, and southeastern 
Pennsylvania. S/?orpAutoGos fuels over 1,200 vehicles and is available to 48 propane fueling stations In 
Delaware, Maryland, Virginia, Pennsylvania, and Florida.
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit D-1 '^Operations"

PESCO's natural gas supply business is highly operational and is staffed with the operational expertise to 
assure complete compliance and operational integrity to fulfill our role as a retail natural gas supplier. In the 
pursuit of business, PESCO's operations and optimization teams secure long and short term firm pipeline 
capacity and supply to LDC city gates on the many pipelines where we do business. Decisions to purchase 
primary firm, secondary firm, and released capacity and on what pipelines and in which markets are based on 
current and projected customer growth plans and the company's pre-established risk tolerances. As a risk 
prevention policy, all transactions for the purchase and sale of natural gas and related assets are memorialized 
in signed contracts with each counterparty.

PESCO's nominations team schedules all receipt and delivery supply for the company internally and does so for 
each pipeline, LDC, producer, and customer with whom we do business. In addition to daily scheduling to meet 
the needs of our customers and balancing requirements of our pools, the operations and optimization teams 
work cohesively to balance behind each LDC and for each customer pool and stand-alone customer bank. Not 
only is this a vital operational necessity of our business, it is a daily cost mitigation effort to assure financial 
viability of our company. PESCO's operations team, in concert with its optimization and originations teams, 
work closely with utilities and pipelines to perform as expected of a highly-respected natural gas supplier. Part 
of a larger diversified family of pipelines, utilities, and energy distribution companies, PESCO has decades of 
experience and understands the necessity to perform all operational activities required to fulfill our obligations 
to supply natural gas to each natural gas city gate for our customer base.
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit D-2 "Operations Expertise*"

PESCO's Scheduling Manager has over 23 years of experience in the natural gas industry and oversees a team 
of seasoned operational personnel \whose primary focus is balancing PESCO's supply to meet our pipeline 
delivery and balancing obligations. Scheduling is based on meeting customer demand and contractual 
obligations, including balancing storage, banks, supply pools, and daily pipeline flows to meet the operational 
requirements behind each LDC where we operate. Operationally, Ohio's accounts are monitored daily by two 
dedicated schedulers with several additional operational personnel available as back-up to manage gas 
nominations and gas flows adjusting accordingly to meet demand and operational constraints.

Our team of schedulers has been successfully performing these same operational functions for every pipeline 
and utility behind which we have continuously operated for years. The operations teams' expertise has 
assured no operational or performance issues or failures to deliver all the gas required to meet our supply and 
balancing obligations to our customers, pipelines, and LDCs across many states, including within the Ohio 
market.
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Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

Exhibit P-3 "Kev Technical Personner^

Al Gallo, Assistant Vice President (agaiio@Descoenergv.com / PH: 302-736-7621)
Al Is Assistant Vice President of the business unit has been working In commodity markets for 20 years 
and in energy markets for 15 years. Due to this experience, we are prepared to deal with operational 
challenges and market volatility.

Marissa Stipa, Director, Optimization (mstlDa@Descoenergv.com / PH: 302-213-7518)
Marissa is Director, Optimization which includes management oversight of all PESCO's Operational 
functions and scheduling staff. She has over 23 years of Operational experience on many pipeline and 
utility systems and oversees daily activity of all scheduling and balancing for the company. Marissa's 
responsibilities include the essential acquisition of and planning for operational assets and supply to 
serve PESCO's forward book.

Gary Dean, Sr. Manager, Optimization (gdean@Descoenergv.com / PH: 302-270-3248)
Gary is the Senior Manager, Optimization for PESCO and is responsible for all pricing and tariff-related 
matters. He also manages the hedging of the company's forward book. He has 30 years energy 
industry experience ranging from operations and construction to regulatory and rate matters.

Rachel Beringer, Supply & Transportation Manager (rberinger@Descoenergv.com / PH: 302-272-8753)
Rachel is one of several Managers of Supply and Transportation for PESCO. She is responsible for 
trading, scheduling, and balancing all gas needs for the entire Appalachian Basin region and schedules 
supplies for PESCO's Ohio customers on related pipelines and LDCs. She has 12 years' experience in the 
energy industry ranging from natural gas scheduling and trading to risk management.

Evan Kuzmenski, Supply & Transportation Manager (ekuzmenski@Descoenergv.com / PH: 302-382-3160)
Evan is one of PESCO's Supply and Transportation Managers whose operational focus is on trading, 
scheduling, and balancing in the Appalachian Basin. Evan is responsible for operational activities in 
Ohio and Western Pennsylvania, managing supplies, balancing, and scheduling behind pipelines and 
utilities. His has 5 years' operational experience from an energy trading firm and a local producer.

Martha Audet, Reconciliation Analyst (maudet@Descoenergv.com / PH: 302-858-8943)
Martha's role as Reconciliation Analyst is overseeing PESCO's enrollment process and validating all 
customer LDC enrollments, verifying accuracy of account data, and analyzing usage and billing figures. 
Martha brought to PESCO many years of energy accounting experience within Chesapeake Utilities and 
she has oversight of all usage and commission reporting. Martha analyzes all utility enrollment 
reporting and is critical to building our customer and utility counterpart relationships.

Gwen Kyle, Manager of Origination, Midwest (gkvle@Descoenergv.com / PH: 302-242-9793)
Gwen is Manager of Origination, Midwest covering the state of Ohio and adjacent states. With more 
than 25 years in the industry, she began her career with a regulated utility where she worked for more 
than a decade holding key Gas Transportation roles during the height of deregulation. Gwen has 
focused her expertise as a natural gas supplier and a consultant the past 15 years and her extensive 
experience in Ohio includes tariff interpretation and utility GTS and Choice program compliance.
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Total PESCO

Comparative Balance Sheet - Quarterly Audit 
Dedomber 31, 2018

Case No.: 17'1916-GA-CRS 
Peninsula Energy Services Company, Inc. 

Exhibit C>3 "Financial Statements"

Cur Yr
12/31/18

Prev Ottr
09/30/18

Increase
(Decrease) % Change

Prior YE
12/31/17

Increase
(Decrease) % Change

Assets

Property, Plant and Equipment
Plant in service
Les$: Accumulated depreciation & amortization
Plus: Construction wor* in progress

$1,242,067
(206,196)

0

$1,198,666
(161,533)

0

$43,391
(44,663)

0

3.62%
(27.65%)

0.00%

$1,123,661
(36,681)

3,257

$118,396
(169,516)

(3,257)

10.54%
(462.14%)
(100.00%)

Net property, plant and equipment 1,035,360 1,037,133 (1.272) (0.12%) 1,090,237 (54,377) (4.99%)

Current Assets
Cash and cash equivalents 1,952,218 1,467,268 484,950 33.05% 982,123 970,096 98.78%

Trade receivsdUes 31,073,679 17,407,691 13,665,968 76.61% 27,023,754 4,049,925 14.99%

Other receivables 493,694 756,075 (262,381) (34.70%) 1,526,712 (1,033,018) (67.66%)

Accrued revenue - Margin only 2,743,165 1,235,900 1,507,265 121.96% 645,514 2,097,651 324.96%

Accrued revenue - Fuel costs only 2,115,829 1,010,517 1,105,312 109.38% 1,374,858 740,971 53.89%

Inter-company receivable (payable) (10,525,683) (8,093,637) (2,432,046) (30.05%) (7,987,421) (2,538,263) (31.78%)

Storage gas prepayments 3,170,162 3,137,583 32,680 1.04% 2,305,427 864,735 37.51%

Prepaid expenses 439,475 672,083 (232,608) (34,61%) 1,461,136 (1,021,661) (69.92%)

Derivative assets, at fair value 13,082,912 9,955,304 3,127,608 31.42% 92,159 12,990,753 14,096.06%

Other current assets 2,812,739 2,064,751 747,988 36.23% 6,302,848 (3,490,109) (55.37%)

Total current assets 47,358,191 29,613,535 17,744,656 59.92% 33,727,111 13,631,080 40.42%

Deferred Charges and Other AssetsGoodwill 4,269,362 4,269,362 0 0.00% 6,769,362 (2,500,000) (36.93%)

Other intangible assets, net 2,357,274 2,462,824 (105,650) (4.29%) 2,779,472 (422,198) (15.19%)

Total deferred charges and other assets 6,626,636 6,732,185 (105,550) (1.57%) 9,548,834 (2,922,198) (30.60%)

Total Assets $55,020,687 $37,382,854 $17,637,834 47.18% $44,366,182 $10,654,505 24.01%

KVoridns Capital f/U^lnv-AP> 4,809,182 2,867,109 1,942,073 87.74% 6,243,948 (1,434,764) (22.98%)

AR incJ- alowence lor unooleehblo secount$ oC
(49,6001 (4S,300) (4,300) (9.49%) (60,000) 10,400 1733%
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Cur Yr 
12/31/18

Prev Otr 
09/30/18

Increase
(Decrease) % Change

Prior YE 
12/31/17

Increase
(Decrease) % Change

Capitalization and Liabilities

Capitalization 
Sto^holders equity
Additional paid-in capital $1,681,885 $1,681,885 $0 0.00% $1,600,000 $81,885 5.12%

Retained earnings 4,296,442 4,638,139 (341,697) (7.37%) 5,548,390 (1,251,948) (22.56%)

Accumulated other comprehensive income (loss) 216,652 (74,290) 290,942 391.63% (232,175) 448,827 193.31%

Treasury stock 71,288 71,288 0 0.00% 0 71.288 0.00%

Total stockholders' equity 6,266,267 6,317,022 (50,755) (0.80%) 6,916.215 (649,948) (9.40%)

Total capitalization 6,266,267 6,317,022 (50.755) (0.80%) 6,916,215 (649,948) (9.40%)

Current Liabilities
Accounts payable 31,123,491 16,786,998 14,336,493 85.40% 22.800,180 8,323,311 36.51%

Customer deposits and refunds 1,535,316 1,517,317 17,998 1.19% 1,977,642 (442,326) (22.37%)

Income taxes payable (receivable) 226,724 765,234 (538,510) (70.37%) 2,121,707 (1,894,983) (89.31%)

Accrued compensation 332,235 230,496 101,739 44.14% 265,263 66,972 25.25%

Oeiivative liabilities, at fair value 13,266,911 9,769,752 3,497,159 35.80% 6,245,001 7,021,910 112.44%

Other accrued liabilities 2,746,202 3,157,948 (411,746) (13.04%) 3,333,715 (587,513) (17,62%)

Total current liabilities 49,230,878 32,227,746 17,003,133 52.76% 36,743.508 12,487,371 33.99%

Defamed Credits and Other Liabilities
Deferred income taxes (705,150) (1,390,472) 685,322 49.29% (1,793,540) 1,088.390 60.68%

Other pension and benefit costs 228,692 228,558 134 0.06% 0 228,692 0.00%

Other liabilities 0 0 0 0.00% 2,500,000 (2,500,000) (100.00%)

Total deferred credits and other liabilities (476,458) (1,161,914) 685,456 58.99% 706,460 (1,182,918) (167,44%)

TotDl Capitalization and Liabilities $55,020,687 $37,382,854 $17,637,834 47.18% $44,366,182 $10,654,505 24.01%
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Total PESCO
Comparative Balance Sheet - Quarterly Audit 
December 31, 2017

Case No.; 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.
Exhibit C-3 "Financial Statements"

CurVr Prev Qtr Increase Prior YE Increase
12/31/17 09/30/17 (Decrease) % Change 12/31/16 (Decrease) % Change

Report out of Balance $0 $0 $0 (100.00%) so SO 0.00%

Assets

Property, Plant and Equipment
Plant in service 1,123.661 924,961 198,700 21.48% 0 1,123,661 0.00%
Less: Accumulated depreciation & amortization (36,681) (3,173) (33,508) (1,056.91%) 0 (36,681) 0.00%
Plus: Construction work in progress 3,257 24,274 (21,017) (86.58%) 0 3,257 0.00%

Net property, plant and equipment 1,090,237 946,062 144,176 15.24% 0 1,090,237 0.00%

Current Assets
Cash and cash equivalents 982,123 949,711 32,412 3.41% (295,092) 1,277,214 432.82%

Accounts receivable 28,550,466 17,744,700 10,805,766 60.90% 18,842,950 9,707,516 51.62%

Accrued revenue • Margin only 645,514 3,068,339 (2,422,825) (78.96%) 40,059 605,456 1,511.40%
Accrued revenue - Fuel costs only 1,374,858 1,239,783 136,076 10.90% 703,187 671,671 95.52%
Inter-company receivabls (payable) (7,987,421) (5,948,268) (2,039,163) (34.28%) 2,446,946 (10.433,367) (426.66%)
Storage gas prepayments 2,305,427 3,035,415 (729,988) (24.05%) 2,769,572 (464,144) (16.76%)

Prepaid expenses 1,461,136 2,495,922 (1,034,786) (41.46%) 131,297 1,329,839 1,012.85%

Derivative assets, at fair value 92,159 1,214 90,945 7,493.27% 112,955 (20,796) (18.41%)
Other current assets 6,302,848 4,254,728 2,048,121 48.14% 1,678,862 4,623,987 275.42%

Total current assets 33,727,111 26,841,553 6,885.558 25.65% 26,429,736 7,297,375 27.61%

Deferred Charges and Other AssetsGoodwill 6,769,362 6,709,362 60,000 0.89% 0 6,769,362 0.00%
Other Intangible assets, net 2,779,472 2,885,022 (105,549) (3.66%) 0 2,779,472 0.00%

Total deferred charges and other assets 9,548,834 9,594,383 (45,549) (047%) 0 9,548,834 0.00%

Total Assets $44,366,182 $37,381,998 $6,984,184 18.68% $26,429,736 $17,936,446 67.86%

--------------- =============== =============== =============== =============== ============
Working Capital (AR*lnv-AP) 7,770,658 5,275,934 2,494,724 47.28% 7,844,849 (74.191) (0.95%)

AR M. a}owanC9 ter uneolaclible eoeoufils el:
(60,000) (35,007; (2^,393) (71.33%) (12,200) (A7.BOO) (331.30%)

AUDIT 8SQ 02/16/18
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Comparative Balance Sheet - Quarterly Audit

December 31, 2017

Cur Yr Prev Qtr Increase Prior YE Increase
12/31/17 09/30/17 (Decrease) % Change 12/31/16 (Decrease) % Change

Capitalization and Liabilities

Capitalization

Stockholders equity
Additional paid-in capital $1,600,000 $1,600,000 $0 0.00% $1,600,000 $0 0.00%

Retained earnings 5,548,390 9,669,775 (4,111,386) (42.56%) 8,967,569 (3,419,179) (38.13%)
Accumulated other comprehensive income (loss) (232,175) (1,059,507) 827,332 78.09% 69,357 (301,532) (434.75%)

Total stockholders’ equity 6,916,215 10,200,268 (3,284,054) (32.20%) 10,636,926 (3,720,711) (34.98%)

Total capitalization 6,916,215 10,200,268 (3,284,054) (32.20%) 10,636,926 (3,720,711) (34.98%)

Current Liabilities
Accounts payable 22,800,180 16,776,888 6,023,293 36.90% 11,741.347 11,058,834 94.19%
Customer deposits and refunds 1,977,642 1,799,380 178,262 9.91% 1,545,876 431,786 27.93%
Income taxes payable (receivable) 2,121,707 3,043,059 (921,352) (30.28%) 1,364,930 756,777 65.44%

Aocosed compensation 265,263 181,956 83,30? 45.78% 127,642 137,421 107,49%

Derivative liabilities, at fair value 6,245,001 1,732,197 4,512,804 260.52% 772,935 5,472,066 707.96%
Other accrued liabilities 3,333,715 2,956,445 377,270 12.76% 518,904 2,814,810 542.45%

Total current liabilities 36,743,508 26,489,924 10,253.584 38.71% 16,071,834 20,671,673 128.62%

Deferred Credits and Other Liabilities
Deferred income taxes (1,793,540) (1,808,194) 14,654 0.81% (279,024) (1,614,516) (542.79%)
Other liabilities 2,500,000 2,500,000 0 0.00% 0 2,600,000 0.00%

Total deferred credits and other liabilities 706.460 691,806 14,664 2.12% (279,024) 985,484 353.19%

Total Capitalization and Liabilities $44,366,182 $37,381,998 $6,984,184 18.68% $26,429,736 $17,936,446 67.86%

=============== =============== =============== --------------- SSSSSSSSSSSSSSS =======S==S==== ==SSSSS8SS==
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Natural Gas Marketing (PESCO) 
12>Month Rolling Income Statement 
December 31, 2018

Ca$e No.; 17-191S-GA-CRS 
Penin$ula Energy Service$ Company, Inc. 

Exhibit c»3 ^Financial Statements^

January Fabfueiy March April un June July August September October Mevember December
MIR 7016 Ml* MIR ?TH* 2018 301* Ml* MIR Ml* T^«l

atGtMIIMl «f InCGM
$34.407.S93«4 $27,247,107,72 $19524,193.20 6175165155$

$16.097592 87

$16540.9765$ $17541582.43 $16,736523.64

$17.040599 CC

$1656157964

$24502.446 00 $34,973,171 $$

$266,71252058
Cov«tUh% >7.069.»7M 29.452,66256 19,661513.C5 |7,40$.73454

14.S66546 64

14530.$9451 1651656461 16.740.192.32 18.132.067,76 16516.40752 23.166,668.10 34543.116.37 252.111.42650

Of«i»M8rglA (2,Sb1.740.96) 9.794244.74

(37,119 65)

$13,180.71 462569.63 1510581.04 (179.66256) (4.166.48) 90$.931.$3 $4457252 1513569.6C 130.05616 6.eC1.l9$58

OF«cailrtg
SirtJMMUnil

PsT'Olia beiWil*

297076,4$

261,096 90

246596.40 251,70459 217516.27

264.410 19

231.74359 $33.86056 266,903.20 27157356

3.041503 62^\7Ai\A7 174.79401

236.103 41

13829250 16940159 270590.97 42.76951 932547.70 246.86$.r9 at.020.76 191,861,46 444,767.64

2587560 78
08pr«6l«tien.AftC a AjriMt.

46560,10 46560.11 46.560.06 46560.10 46560X5 4851050 48510.62 46,$t052 46.SlO.79 46.$1051 48510.81 562.426.60

Other taxes

29,936.1$ 21565.07 77536.60

21.741 38 37566 49

1656651 9534.06 16569.67 30.80656 $3,386.77 16,379.78 31561.38 316.607.03
69,630.76 $759106 75.19426 62,91956 6958853 6059154 72.747.71 $6543.90 66,466,10 635095$

66.693 99 63.186 $1

79651856

Corporole OwettiMd

62,476.9$ $6,7970$ 67597.$9 7053423

69,630 74

62.90249 60.56649 47,42553 4654354 4154459 45564.66 51,96652 064513.34

T«ul Oporaiino Expenses

SS1.1«),77 $99264.24 766569.79 664476.23 64356251

709596 97

460,439,17 765527.41 669,7$6,74 740.a7.6l

636583 89 911566 20

6,ai,746.6$

Opermtlng Ineeme before

TreneoeUen/rrMoltloA Coot*

(J.1i2,M4.»S) 3,194,990,90 (62«^.b4> (789,49859) 339,192,89 (395,788.89) (t,420,SS3.7B)

OporatlA0 Inoomo

(9>19a.6b4.7b) 3,194»990.90 («M,009.66> (61,296.62) (161,976.98) 900,885.97 (634,018.95) (789,495,69) 339,19359 (398,79849) 977,808^ (761,612.92) (1,4b0,6$3.76)

Toul oe>et ineotne (eiaense)

(I.4S6.1I) (2«.S2) (31.63459) (11.70) (146.61) 4.029.15 (90341) ($.19352) (769.06) 112.56 ($51954) $1.11656

(10526 39)

Income (i.oss) before
Jmeresi Cherpes

0.13S.32264) 3,194,744.16 (667,64453) (5150723) (161.73659) 904514.22 (624516.96) (76456851) 236.42353 (396,64393) 9R56607 (7SC596.7«> (1.430,679.14}

Total interest chargee

20,216.16 19096.22 20A9654 2646223 26,421.76 27.196.82 29.650.16 25,71453 24,197.77 a53611 aAOO.76 2651650 26450757

Income (loss) before
Income Texes

(3.1S4.$39.02) 3,17$077.96 (676.041.97)

(187.147 34)

67747$60 (648469.11) (7$O402.43> 214525.76

(418.679 14)

94958559 (777513.68) (1.715568.81)

Income Taxes
Operating <excl 6S0P Oeducticn)

(600.172X10)

66751 $.00

(269509.00)

(46521 GO)

32858400 (169507.CC) (196565.00) (124594.CO (1M54400) 339556.00

(48.119 GC)

<4$7513.CC}

Non-Operaling (eicl fTC)

<649.00) 600 (1»00) (3750) (37.00) 3569.00 (267.CC) 25.00

(196 00)

26CC (1,288.00)

6539 00

9.616.00

Total Income Taxes

(800.$l$.00) 657.82400 (2«451$.00) (16,64450) (46566.CC) 292547.00

(169.764 GO) (196.430 00)

(1245$O.CO (10451900) 238.88950 (39.860.00) (427.686.00)

Mot Irteemo from

CotttffluinQ Operations

(3,954»0b4.0E) 2.617,693.96 {624.039.37) (86,118.49) (140,769.34) 848,16840 (476,708.11) (891,972,43) 339,086.78 (314,180.14) 710,390^ (T$7.93S.86) (1467i691,61)

Net Income

(3,9S4»026.03) 2.317,b93.96 (624,025.37) (86,118.49) (140,76954) 648,12840 (476,708.11) (891,972,43) 3$9.085.re (314>190.14) 710,398^ (737,93SJe) (1,267,69151)

ISDTl 12R AUCOTL

Q1/2&16

12Atonth AoUi« R&l.
Ketural Oas Msrhatfng (FfibCO)

Docemfeorai, 20ia
Jenueiy Psbruaiy March April May June July August September Oclober Mevember December

OTHfl jfrtft ?rrt6 TTH* 3018 3018 Ml* Ml* Ml* Ml* TntJl

OpemtIna Expense btimmory

business Ur« DaeciPeyroli
$170,397.36 $17002152 $177,92751

$193.143 70

$209,90451 $170579.66 $2285686$ $254356952

OT, On Cell A Comp Tims

000 0.00 17757 OOO 0.00 050 OGO 050 000 O.CC 050 O.CC 177.47
16,96640 25.77100 7,96250 10.34650

11593 00 11.162 CC

bhorVterm Cash bcnus

$.747.00 6,74750 64.973.00 3.460.00

5460 00

23$,00 15506.00 (364.CC) (364.00) (742,00) 8.S0850 (37507.00) 66.76950
7,16400 7.16400 629.00 4486.00 4,469.00 953400 26500.00 651650

6516 00 13.100 00

13.10250 (24.730.00) 8651050
0.00 050 000 0.00 000 0.00 o.w 0.00 O.CC 1950090 050

10500 GC

29500.ee
0.00 0.00 050 0.00 OOO 10.000.00 o.co 050 0.00 O.CC 0.00

3500 CO 13.000 CO0.00 050 0.00 OOO

49 64

4750

48 64

1.64750 2599.31 0.00 1256 OCC

4597 67Other 0.00 0.00 0.00 0.00 0.00 0.00 0.00

21.923 CO

$6.92350

Total PeyroO

202,26366 209.02352 2S126856 19626057 219,73352 221534.10 170503.34 221.748.11

190516 99 389.406 63

338.66$.66 a2561,17 2.81656656

benefits

Cteims-Hseitn & Oeresl

13,77400 16,00750 16.736.00 14.642.00

21573 00

18.819.00

17597 00

ir,4CC56 1$5$0.56 19567.84 1950152 1688$5» 207517.09

Employes vWiholding

($,249.S6) ($265.72) ($530.72) (4.SS148) (S56$.$1) (455257) ($514.23) (5.190.47> (4.407.66) (S.7M,«) <$.4»50) (5510.98) (8254454)
9.645.61 3.976.49 6.180.76 2540.6$ 4,$1853

6.171 9$14,266.90 14,623,91 1926159 19552.79 19567.94 1352659

12561 61 1 $,92555

13565.00 1154368 1454656 21.017.45

172568 80

Other benefits

0.00 209.95 eto 0.00 118.00 81459 18,7$C.C0 0.00 9160$

33594 69

7«

171 SC

63562.64

Total Benefits

26,$61.9$ 26,65153 29507.03 27567,1$ 36562.16 90.07059

47514 93

3256256 91526.90 64.161.65 »5I956

39522 39 424.418 98

Depacimenlal Expenses 14.30669 16.791.06 36.63953 1S.S4957 14528,19 9.798.12 25593.76 11.172.06 7514.79

43.796 10

10.48957 751388 215571.94
2.00124 1.61920 2.02147 9504.26 2527.62 2,CC254

2.663 33

2.182.11 352959

2546 01

2.38055 2.196.26 29,056.ee

Ot^ter 3.707.67 21.417,46 52,164,16 20.160.16 2150956 1S.C09.65 20.172,60 26.60556 25548.96 1356097 14.64051 2151671 26752144

Totel Depefimenlel Expenses 20.01 $.60

40.027.73 92,646,26 96514.91 36,96557 26596.41 46529.71 415$9.4$ 3659106 60506.08 2757153 30525.65

602549 38

VeMde Eoernes 2.612.$2 1531.06 1,421.69 1501.06 1.63154 159693 1.63353 1.61756 1.964.17 352686 3.03057 1560.62

21504 839219.69 6,764.61 4,469.16

4.469 14

4.469.17 4489.16 6.79059 6,47656 6.60654 550619 55065$ 653159 63,16757
667.39 947,33 64753 64753 647.99 (1,152.67) 64759 64759

923 21 668 36

6.14550

Other 167.44 204.76 24951

146 42

$3252 9262 1592,70 13159 1.176.96 21767 456059

2504 a 10597.74

Tcul Vehicle Expenses

6.6$096

6.147 78

7,00756 6583.97 r,5CC.66 7526.23 7502.49 9.073.44 9.788.73 9576.13 14.07757 11574.99 104,106.44

f bcITAm & Oporabng Systems
$97,46 80059 842.46 1,46907 945.14 9516,76 2507.6$ 1567.76

440 17

1587.94 92952 693.67

' 15530 35

Olhier opersling expenses 3.66$ 08

47352 61156 1,69650

2.428 36

2.696.79

6.790 12

$.763,72 4500.63 253996 3.130.76

7548 78 38576 30Uainlerxanee 9$,646.90 29,S695$ 46,129£6 123.05 7561.89 4,46659 4569.64 19517.46 5951353 39.013i3 39.01353 39,013.a 329.829.6$

Total Pecddies & Op 8ys Exp

6026$.9$ 40,77152 69.61157 13.16456 17.72050 22,976.17 26473.7$ 22.73253

64527 65 S6.CC0 04

50.47854 69527.95 6045$6.$5

Outsit berrlcM 4S9O0 050 3514.60 OGO 050 occ O.CC O.CC 480.7$ 13.04456

4566 48

23.661.48
ConstdBng 19,60000 6626156 94.6665$ $9.74656 97571.74 179,67454 (77,97254) 242.76059

10659$ 4$

84,8SC.16 ia564.96 1536.99756

Total Outside berrlces

19.969.00 6826156 9756346 61,634.16 97571.74 179.674.04 (77.372.64) 242,760.0$ 105,036.49 6450117 77,740.41 128.420.43 1562.649.18

Sales. AdMtvsJng & CoTunjMeallons
4COOO 0.00

436 00

62SOO 2.718.98 050 236.80

C$8 80)

OCC 66.00 3,68953 O.CC

7ja 61ether OOO 050 0.00 90150 o.cc 30.60 680 452457 4.012.37 450217 4.366.77

4503 67

21547.78

Total Seles, AtfHortislAg a Communlcetions

40000 050 425.00 1.62650

2.716 98

3050 246.60 $.785.47

4512 97 4.086 17

7.93550 4.003.67 29,17056

CreM. CoHecUcns&Cutlomec SeivlcobedDeUs 4,676.04 6.19756 (30536.50) 22,02056 4.76661

4595 84

7579.97 4,36956 6,463.78 <3.682X0 37.766.91

Coilectien agonckes t ersdil reports

60200 $27559 o.co 3956 1358600 050 5.742.00 O.CC 10.42400

8.404 00

OCC 4562.00 48.7S4.77

Cusiomor seilsEactteA & other

10,44209 156652 4569.67 OOO 150952 1.428.60 21569.16

1592 39

(17.494.12) 9.966.12 1537.12 203,419.11

239567 47

Total Credd. Cctlectlofts S Customer Service

16220.97

13541 67

(28,46659) 6023.06 20,159.47 2454954 91591.99 8566.17 9096$ 20.749.S6 8.72056 204539.11 3^531.15

bonkiMereheni Fees

4209.67 7564.4$

6.447 24

7.14651 (152759) 9.076.46 $.483.11 $5$6.61 5502.39

6,311 66

7580.05 6.97654 70597.40

Miscellaneous

Feoe, Assessments & Dtseounts
oc» 0.00 640.92 000 000 050 0.00 OCC 000 0.00 050 050

^ 640a

Total MsceOaixeovs

OOO 0.00 640.92 000 000 0.00 0.00 occ 000 050 O.CC 0.00 64052

Total bO DIreet CAM 946516 BO

412570.26 $19.19931 980,920.62

432596 99

$21.93650 269,97156 566.757.69

467.406 62 SWA91 <3

460.76466 716541.10 S539.164J8

bU Texes Other thsn Income

23596.1$ 21565.07 7759650 31.74156 27588.49 1658651 9534.9$ 16.669.67 20.80656 3$.36«.77 16.379.78

31561 38 318507 03
bUOepr.AmcMA ARC

46560.09 46560.10 46.S60.11 46,66006 46580.10 46.66059 46.61050

46510 82

46,61052 46.610.79 4651051

48510 81

66252550



Tetal BU Direct Op^rsr^ £;9.

482,988.43 845.$97.92

431122 08

808.34514 546482.20 318,117X0 681,95818

538.42$ 30

838.478.69 524,875.35 798.73317 613811B81

T«4ai $9.00,78 57,53138 7S.1S4.28 $2419.95 85,88843 60131.34 72.747.71 55,943.90 86488.10 83103.93 85.99319 93.188.51 798.8i8.88

Total Coq»t8t« Ortfftaad
6?,47$.9S 58.737.45 87497.59

70434 22

89.830.74 92402.43 $9.86843 47.42513

48142 34

41.044.99 48,984.58

51168 42

984.91314

Total OpofSting &XF40MS
»U».T7 899,254.24 788489.79 884,47613 84349241 709498.97 450,433.17 758,32741

869.738 74 740,727 81

938,383.89 911188.20 8.021.74A10

ISDTL I2R AUOOTV

Haeunl 6m (PiSfidJ

13*Mofrtli Roflfng Ineom* Statarn«fit

D*««inb«r31, 2013
Jjrtuary Match April May Arne July August Saptemlei OeWOet

TIMS Tins 2018 mn 7019 pms TtMft 9016 TtTII

9har*d S«fvlc«a S Cofponrt* 94«pport

Cc^pOTBlo SerrtCMP«f^ 32&.7M.44 $24«7.«5 531474.74 527438.40 53044449 $28<492$8 $30.10644

$32.168 48

$2711614
B«A«dn 4.WM 3,873.05 4,48848 3422.48 8.83547 3483.88 41S219 4.42740

0»pan"M"l Cxp^ntM

$A2U4 1,378.98 2113.38 4443.39 4,08747 1188.72 4,49118

Vohkk Eipemot

34.9$ 11.49 11,58 11.22 14.43 1003 1412

PaciiniM & Opo'sting Sy«t«nn

19^.41 17,892.01 25,8404$ 17.078.04 18,170.92 12181.47

1 $47712

12,59848 27480.73 12108.80
Inwranc* 7.SIO,00

7413 CO

7,51340 7413.00 7,588.00 7.813.00

6194 GO
Outakfo ServtCM

$78,34 1.089.03 488.81 850.72 4,492.17 8.87841 34244 15454.92 1,65840 2480.82 210282 37.91117

$uttoUI • Corp.

$7^,4$ 88.833.24 72,702.01

80.770 32

83,58840 58.181.81 70,58814 54,016.08 84404.79 81151.13

TuMOttwr Ihan lncc<n«
2,878,32 2,49217 2,149.63 2.3CC.03 2449.83

2.159 37

1.92714 1.983.31 1.95240 1,88211 3.9<91t 29.003.14

Total Cvporaie SofrkM

$9A30.7$ 87.53148 75.19418 6241SSS 8548843 80131.34 72,747.71 $8,94340 8848810 83,203.93 95.893.99 63.16811 798.918.88

Corporaia iNorhaodPayroll 38,94$.I2 38,92148 39.488.45 42.081.00 4349MS 38,32748 37488.90

38488 02

24.929.90
eanoTtM 4,042.89 4,114.72 7485.08 4,03448 8,938.33 4.783.71

9447 84Oopoftmant 2,774.4$ 3.54348 3.88917 7.482.8$

7149 76

2.71117 4.160.81 2471.59 2.978.09
VoMcIa $78.93 1,19019 738.98 1402.C8 49441

875 58 1,147 30
FaciMloa & Oporvioe $Y^wm«

358.88 39548 431.71 411.28 418.44 505.94 $05.98 1405.38 1712 49817
Irmnnco

32 91

3701 32.99 38.88 4811 37.78 42.14

44 74
OulaiOo SorvicM

7,798 A8 444215 8.779.31 8,383.14 12145,50 2.140.54

(3,722 32)
InvMtof Rataiiena

2,051.43 2492.18 1.990.47 3423.8$ 2,487.14 2.334.18 2404.81

$ale«. APvofirting & CommgnieadOAt

141.88 88247 (117.71) 241112 21649 382.50 281.07 52140 686.47 1.101.09

Poos A Asa«»aa»nJa

411748 14892$ 1.540,43 f.729.96 1107.75 ri48«8 (9488.00 976.24 f.oro.55

Subtotal • G«p OH 0AM

$0M.77 88,632.72 8241347 88464.97 6411047 61438.47

68129 84
TaBasC4)or inori Ineomo

2,428.18 2,104,73 5,183,72 148918 1.42017

1188 S9

1138.99 1184.01 1.103.92 1.428.41 1.088.30 1118.89 21.180.03

Total Cc<pc<Blo Ovorhead

$2,47$,95 88,73748 87,997.89 70434.22 69.830.74 8210243 $9488.0 47,42813 49142.34 41,04419

45.984 55

51.988.42 88411014

ISDTL 12R AUDOTL
12<Momh Rolling PAL

12'Month Roiriim tncomo StotornoM

Ooeofnbor 3T, 2018
Januaiy PH»ruary hiareh April May June July August Baptembof OCtPOer

701S 7019 TIMA WMR 901fl TftIB erHft 901A 9016

Othor 8uppor1
6V09fif*<la9k*>.AfiCiAfr>cfii2a9fCft

OoptoclaUon $1337$«2 513.378.93 513.378.94 51347649 513.37643 513178.92 513127.83 $1312748 $13127.5$
Amor|l2alK^ 38.183.17 35.183.17 35.183.17 35.183.17 38,143,17 38.1B3.I7 3$,1S3.17 35.183.17 38.183.17 35.183.17 35.183.17 422.108.04

Total 8U Oopt., ARC A Amod, 48,880 09

48.580,10 48,580.11 4$,88008 46,580.10 48480,09 48.810.80 48.510.82 4811082 48.510.79 48.510.91 48,81011 88242510

8U Taxoa Oihof than IneomoPayroll

17,950 83

1442744 2341445 13.404.92 14428.34 15.18842 8.187.47

12,909 90
Proparty 0.00 0.00 1453.17 0.00 000 8.38042 OCO

Ravanwa Rotaiod

0.00 0.00 040 0.00 OCO 2,78510 O.CO O.CO 0.00
Mlse«(lanoout S,988.$2 12.759.87 (10128.43)

1.487 48 3.779 87

2,83048 18133.46 4120.08 1116714 118,07212

Total BU Olhar Taaos

23,93$.15 21485.07 77.938.80 21,74148

27188 4$

18.G8611

9434 95

16499.87 20,80848 33188.77 15.379.76 3118138 318107.03

Othor Ineomo (E«9on«o)
Iniarool A dMPond Ineomo

0.00 0.00 0.00 040 O.CO 2.58418

95 95
Olhor (aoa dotail »oio.v)

<1,488,11) (248.32)

<31434 89)

(11.70) (14881) 1.444.77 (999.09) (5.40747) (1.09$.87> (103.11)

($122 43}

(2,74440) (47.42510}

Total Cihor Incomo (EKponto)

<1,488.11) (248.32) <31434.89) (11.70) (14881) 4.029.15 (903.41) (8.192.32) {769.e«> 112.58

<5.019 94)

31.11818 (1012S19)

Oatail (P ■Oihar'
OUiof ItKomo

0.00 0.00 0.00 0.00 OCO 11.537.00 OCO O.CO 0,00 0.00

Pensico and OPRB»90ftM
(108.12)

(83 S3)

115182) (14749) (14709) (147.09) (147.09) (147.09) (13819)

(148 19)
Other oioonsos

201,38

(MS 4$)

0.3$ 048 (1»40) 29.38

30 34

30.51

Charrtahio eonertfeijr>ens

(1800.00) 0-00 0.00 040 O.CO 0.00 (IXCO.OO) 000 (1.00940) 0.00
Paoalljot (MM) 11895 (5191.12) 1281 1210 19.04 (128.98) (45162.06)

Total other detail

(1.45811) (248M)

(31434 S9)

(11.70) (148.81) 1.444.77 (999.09) (5.407.87) <1.09$47)

(103 11)

(8.12243) (2.74440)

(47.425 90)

Interest Charges
IMataai on LTD

12,380,44 12.928.71 13.03844 18448.87 18.423.47 171324$

14.097 64

14,09714 14,09714 12.50519

1415$ CO
Amodlzatico ot <Mf ei^ieneo 218 84

21844 284.81 28441 272.11 230.09 228.89 22819 20313

Interael on short-term poro«Mng

7,584,11 842347 7,245.18 9127.18 4.728.97 943418 912212 9.60310 948318 10.32749

11.187 5438.79 000 0.00 OCO 1.78419 7.18 040 0.00 117416 3,114.02

Total Interest Charges 20,216 18

1948842 20,49844 28,48213 25121.78 27,13882 23450.1$ 25.71412 24.197.77 23.038.11 23.400.78

28116 80

264.907.87



Natural Gas Marketing (PESCO)
Income Statement Detail by Natural Acct (QTO/YTO/12ME) 
December 31, 2017

Case No.:17-1916-GA-CRS 
Peninsula Energy Services Company, Inc. 

Exhibit C-3 "Financial Statements*

For rho Three Months Ended For the Twelve Months Ended

statement ef Income

Revenue 
Cost of Sates

Gross Maigin

Operatng Expenses 
Business Unit 
Payroll & benefits 
Other business unit expenses 
Oepreciabon, ARC & Amort. Othertaxes 

Corporate Sendees 
Corporate Overhead

Total Operating Expenses

Operating Income Before

Current Yr Prior Yr
Variance •AVar

Current Yr Prior Yr
Variance %Var 201.S Variance %Var

58,399,647 32,175,184 26,224,463 81.51% 184,619,140 95,413,872 89,105,268 93.39% 56,247,095 39,166,778 69.63%
61,936,352 31,533,319 30,403,032 96.42% 182,307,226 90.783,421 91,523,805 100.82% 52,659,933 38,123,488 72.40%

(3,536,705) 641,865 (4,178.570) (651.00%) 2211.914 4,630,452 (2,418,537) (52.23%) 3,587,161 1,043,290 29.08%

767,776 520,133 247,643 47.61% 2281,014 1,481,050 899.964 60.77% 956,854 524,196 54.78%
487,230 247,070 240,161 97.20% 1281298 617.694 644,204 104.29% 283,733 333,961 117.70%
139,057 0 139,057 0.00% 212297 0 212,597 0.00% 0 0 0.00%
74292 42,344 31,947 75.45% 253220 101,504 151,715 149.47% 72,921 28,583 39.20%

144,676 77,555 67,121 86.55% 746245 270,472 475,773 175.90% 193,403 77,069 39.85%
178241 95,921 82.320 85.82% 504,185 295,512 208,673 70.61% 222.874 72,638 32.59%

1,791,?73 983,023 808,249 5,389,158 1,036,447

TransactienJTranaitien Costs
(5,327,977) (341,158) (4,986,619) (1,461.73%) (3,147244) 1,864,219 (5,011,464) (266.82%) 1,857,376 6,643 0.37%

Operating Income
(5327,977) (341,158) (4,986,819) (1,461.73%) (3,1472«) 1,664,219 (5,011,464) (266.82%) 1,857,376 6,843 0.37%

Total other Income (expense)
(12,318) (1205) (11.112) (922.06%) (135204) (17,158) (113,046) (668.00%) (2,442) (14,716) (602.69%)

Income (Loss) Before
Interest Charges

(5349^95) (342,363) (4,997,931) (1,459.83%) (32*2.448) 1,847,061 (5,129,510) (277.71%) 1,654,934 (7,873) (0.42%)

Total interest charges
69,739 24.499 45,240 184.66% 114,701 60,754 53,947 88.80% 24,848 35,906 144.50%

Income (Loss) Before
Income Taxes

(5A10fl34) (366,862) (5,043,172) (1,374.68%) (3,397,149) 1,786,307 (5.183,457) (290.18%) 1,830,087 (43,779) (2.39%)

irreome Taxes
Operating (axel ESOP deduction) 
Non-Operafing (excl ITC)

(1297^84)
(1,264)

(148,857)
(308)

(1,148,527)
(956)

(771.57%) 
(310.39%)

(473226)
(4,744)

689,149
(4,882)

(1,162,375)
138

(168.67%)
2.83%

709,687
(628)

(20,538)
(4,054)

(2.89%)
(489.61%)

Total Income Taxes
(1,298,648) (149.165) (1,149,483) (770.61%) (477,970) 684,267 (1,162237) (169.85%) 708,859 (24,592) (3.47%)

Net Income from
Continuing Operations

(4,111,386) (217,698) (3,893,688) (1,768.58%) (2,919,179) 1,102,040 (4,021,219) (364.89%) 1,121,228 (19.183) (1.71%)

Net Income
(4,111,386) (217,698) (3,893,668) (1,788.58%) (2,919,179) 1,102,040 (4,021,219) (364.89%) 1,121,228 (19,188) (1.71%)

Q_CPK-ISDTL

CPK Comparative P4L QTD/YTD/12ME-Corp&SS separate
Natural Gas Marketing (PESCO)
Income Statement Detail by Natural Acct (QTD/YTD/12ME) 
December 31, 2017

02/16/18
1l:10AM

Foi the Throe Monlhs Ended For ihe Twelve Monlhs Ended

operating Expense Summary

Business Unit Direct Payroll 
Salaries

OT, On Call & Comp Time 
Bonus/Incentive Pay 
Short-term Cash Bonus 
Long-term Cash Sonus 
Other Bonuses Other

Total Payroll 
Benefits

Cleims-Health 4 Dental 
Employee withholding 
Admin fees, workers comp 4 other 401K

Other benefits
Other (InlerCo/InterDisl/InterDept/Cap)

Total Benefits

Departmental Expenses 
Travel, meals4tralnlng 
Cell phones Other

Total Departmental Expenses

CurrtntYr
Prior Yr

Variance %Var CurrtntYr
Prior Yr

Variance %Var 2015 Variance %Var

471,122 322,146 148,976 46.24% 1,709239 982.466 725,772 73.87% 621239 361,226 58.15%
355 0 355 0.00% 3280 8 3,852 48,888.83% 296 (268) (97.33%)

74,003 81,565 (7,562) (9.27%) 299,929 262,724 (52,796) (20.10%) 172,276 90,448 52.50%
39,688 0 39,686 0.00% 39,688 0 39.686 0.00% 0 0 0.00%
61,105 0 61,105 0.00% 61,105 0 61,105 0.00% 0 0 0.00%

9,000 0 9.000 0.00% 9.000 0 9,000 0.00% 0 0 0.00%
0 0 0 0.00% 0 0 0 0.00% 17,406 (17,406) (100.00%)

655,271 403,711 251,559 62.31% 2,031,817 1245,198 786,619 63.17% 811,217 433,930 53.50%

42,930 27,222 15,708 57.70% 153,746 77,721 76,025 97.82% 44,730 32,991 73.76%
(13,522) (7,612) (5,910) (77.64%) (47205) (27,749) (19,456) (70.12%) (17,399) (10,350) (59.49%)

12,739 8,219 4,519 54.99% 47295 23,936 23,359 97.59% 12,931 11,005 85.10%
41283 22,974 18,309 79.69% 130,525 75,794 54,731 72.21% 44,990 30,805 68.47%
29,076 65.619 (36,543) (55.69%) 64,836 86,149 (21,314) (24.74%) 56.317 29,833 52.97%

0 0 0 0.00% 0 0 0 0.00% 4.068 (4,068) (100.00%)

112,506 116,422 (3,917) (3.36%) 349,197 235,852 113,345 48.06% 145.637 90,215 61.95%

38,051 46.618 (8,566) (18.38%) 191,666 100,801 90,865 90.14% 39,894 60,907 152.68%
6,437 4,969 1,448 29.03% 22246 15,695 6,551 41.74% 12,634 3,061 24.23%

43,442 21,788 21,654 99.38% 139254 68,269 70,785 103.69% 47,656 20,613 43.25%

73,393 14,536 552,968 184,765



Vehicle Expenses Fuel
Depreciation
Insurance
Other

Total Vehicle Expenses

Facilities & Operatng Systems Rent&Leases 
Utilities

Other operating expenses Maintenance

Total Facilities & Op Sys Exp

Outside Services Legal 
Consulting

Total Outside Services

Sales, Advertising & Communications Sales 
Other

Total Sales, Advertising & Communications

Credit. Collections & Customer Senrice 
Bad Debts
Collection agencies & credit reports 
Customer satislfactioi^ j, other

Total Credit, Collections & Customer Servir

BanK/Merchant Fees

Miscellaneous

Fees, Assessments & Discounts 
Total Miscellaneous

Total BU Direct O&M 
BU Taxes Other than Iheome 
BU Depr, Amort & ARCt

Total BU Direct Operatitig Exp.

Total Corporate Senrices

Total Corporate Overhead

3.SU 3,822 152 4.24% 13,554 9.846 3,508 35.62% 8,157 1,690 20.71%
12,220 8,961 3,259 36.38% 44,452 31,759 12,693 39.97% 18,030 13,730 76.15%
2,309 1,870 440 23.53% 8521 6,726 1,795 26.69% 4,195 2,531 60.33%
4.501 848 3.653 430.69% 10,547 4,849 5,496 113.38% 1,281 3,568 278.50%

23,015 15,500 7,514 48.48% 75,574 53,180 23,493 44.18% 31,662 21.518 87.96%

30,041 7,777 22,264 286.29% 52,976 30,925 32,051 103.64% 30.387 538 1.77%
2,740 2,531 208 8.23% 10502 11,188 (986) (8.81%) 7,961 3,227 40.53%
7,974 2,270 5,604 246.85% 17,992 7,906 10,086 127.57% 11,354 (3,448) (30.36%)

140,025 50 139.976 281,924.87% 140,075 SO 140,025 282,024.87% 276 (226) (81.98%)

180,680 12,628 168,052 1,330.80% 23154$ 50,069 181,177 361.86% 49,978 91 0.18%

2,451 3,105 (654) (21.05%) 5598 37.453 G30,8S5) (82.38%) 26208 11,245 42.91%
51,290 123,994 (72,695) (58.63%) 392,923 270,626 122,297 45.19% 32,450 238,176 733.99%

53,750 127,099 (73,349) (57.71%) 399,521 308,079 91,442 29.68% 58,658 249,422 425.22%

1,051 0 1,651 0.00% 1,751 0 1,751 0.00% 1,000 (1.000) (100.00%)
55,250 475 55,775 11,746.59% 57,471 2.859 54,612 1,910.18% 3,944 (1,085) (27.50%)

57,901 475 57,426 12.094.31% 59522 2,859 56,363 1,971.43% 4,944 (2,085) (42.17%)

32602 13,662 18,970 138.54% 74578 3.660 70,818 1,934.81% 26.831 (23.170) (86.36%)
3,006 2,716 1,170 43.06% 14,456 8,267 6,199 74,99% 6,007 2,259 37.61%

17^14 0 17,514 0.00% 17,514 0 17,514 0.00% 340 (340) (100.00%)

$4,062 16,409 37,654 229.48% 105,455 11,927 94,532 792.60% 33,178 (21,251) (64.05%)

29,094 1,566 28,328 1,808.82% 34,452 6,815 27,668 406.01% 5,130 1,685 32.84%

0 0 0 0.00% 1,325 0 1,328 0.00% 0 0 0.00%

0 0 0 0.00% 1,325 0 1,328 0.00% 0 0 0.00%

1255,007 767,203 487,804 63.58% 3,642,912 2,098,744 1,544,168 73.58% 1,240,587 858,157 69.17%
74292 42,344 31,947 75.45% 253,220 101,504 151,715 149.47% 72,921 28,583 39.20%

139,057 0 139,057 0.00% 212,597 0 212,597 0.00% 0 0 0.00%

1,469,355 809,547 658,808 81.38% 4,108,729 2.200,246 1,908,480 86.74% 1,313,508 886,740 67.51%

144,676 77,555 67,121 86.55% 746545 270,472 475,773 175.90% 193,403 77,069 39.85%

170241 95,921 82.320 85.82% 504,155 295,512 208,673 70.61% 222,874 72,638 32.59%

Total Operating Expenses
1,791^73 963,023 2.766,232 2,592,926 1,036,447

Q_CPK-ISDTL

CPK Comparative P«L QTD/YTD/12ME-CorpSSS separate
Natural Cas Marketing (PESCO)
Income Statement Detail by Natural Acct (QTDnrrDHSME) 
December 31, 2017
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Shared Services S Corporate Support

Corporate Services Payroll 
Benefits

Department Expenses 
Vehicle Expenses 
Facilities & Operating Systems Insurance 
Outside Services

Subtotal - Corp. Svc. O&M 
Taxes Other than fiiccme

Total Corporate Services

Corporate Overhead Payroll 
Benefits

Department Expense^
Vehicle Expenses
Facilities & Operating SystemsInsurance

Outside Services
Investor Relations
Sales. Adverting & Communications 
Credit, Collections & Customer Service 
Fees & /Assessments

Subtotal-Corp. OH O&M

45,870 17,421 26,449 151.82% 250852 62,667 187,715 299.54% 52,751 9,917 18.80%
7,915 3,932 3,981 101.23% 52,067 11,673 40,394 346.05% 8,974 2,698 30.07%
7892 1,549 6,142 396.43% 25,759 5,508 20,231 367.32% 5,220 288 5.51%

46 43 3 7.14% 192 166 26 15.55% 1 165 11,358.62%
55,208 28,192 30,016 106.47% 222,400 105,756 116,644 110.30% 48,826 56,929 116.60%
22,455 16,980 5,475 32.24% 76,529 57,057 21872 37.28% 57,937 (880) (1.52%)

1,705 8,191 (6,485) (79.18%) 95,165 21,091 77,073 365.43% 13,675 7,417 54.24%

141,559 76,308 65,581 85.94% 727875 263,918 463,355 175.57% 187,384 76,534 40.84%

tnr 1,247 1,540 123.51% IS,«72 6,554 (2,416 189.45% 6,019 535 6.68%

144,676 77,555 67,121 86.55% 746845 270,472 475,773 175.90% 193,403 77,069 39.85%

109,489 47,946 61,543 128.36% 279,104 145,355 133,749 92.02% 108,284 37,071 34.23%
15^17 7.482 7,735 103.38% 51,946 26.300 25,648 97.52% 20,998 5,302 25.25%
9,649 10,437 (787) (7.54%) 50,737 25.851 4,886 18.90% 12,178 13,674 112.28%
1,661 516 1,146 222.04% 4,901 1,724 3,177 184.28% 1,135 589 51.87%

269 222 47 21.16% 1,083 712 371 52.09% 389 323 82.94%
122 107 15 13.82% 593 503 90 17.91% 253 249 98.32%

19897 19,589 8 0.04% n,982 66,492 11,490 17.28% 52,375 13,618 25.75%
4852 437 3,915 896.02% 18,307 1,929 16,378 849.02% 5,995 (4,066) (67.82%)
5,920 4,669 (749) (16.05%) 10,819 11,003 (184) (1.67%) 9,058 1,945 21.47%

0 3 (3) (100.00%) 0 42 (42) (100.00%) 30 12 39.54%
9887 2,284 7,603 332.83% 15,617 7.984 7,633 95.60% 6,602 1,382 20.93%

174,165 93,691 80,472 85.89% 491,091 287,895 203,196 70.58% 217,798 70,097 32.18%



Taxes Other than Income
4,078 2230 1,849 82.90<» 13,094 7,617 5,477 71.91% 5,076 2,541 50.05%

Total Corporate Overhead
178241 95,921 82,320 65.82% 504,18$ 295,512 208,673 70.61% 222,874 72,638 32.59%

Q CPK-ISDTL
02/16/18

CPK Comparative P&L QTD/YTD/tiME-Corp&SS separate 11:10 AM
Natural Cas Marketing (PESCo)
ineoma Statement Oetaii 6y Natural Acct (QTS/YTO/12ME)
December 31, 2017

For the Three Months Ended Forth© Tv;o1v© Months Endcfl
CumntYr

Prior Yr
Variance %Var

Currant Yr Prior Yr
Variance %Var 2015 Variance %Var

Other SupiMrt

8U Depreciation, ARC & AmorCzatianDepreciation 38,508 0 33,508 0.00% 38,681 0 36,681 0.00% 0 0 0.00%
Amortization 105,549 0 105.549 0.00% 175,916 0 175,916 0.00% 0 0 0.00%

Total BU Depr., ARC & Amort.
189A57 0 139,057 0.00% 212,597 0 212,597 0.00% 0 0 0.00%

BU Taxes Other than IncomePayroll 34,885 24,541 10,444 42.56% 140,388 60,821 59,567 73.70% 52.892 27,928 52.80%
Property (43.888 17.704 (61,585) (347.87%) (6,796) 18.004 (24,800) (137.75%) 300 17,704 5,901.20%

Revenue Related
0 0 0 0.00% 0 2,155 (2,155) (100.00%) 19,579 (17,424) (88.99%)

Miscellaneous 83,188 too 63,088 83.088.14% 119,628 525 119,103 22,686.20% 150 375 250.00%

Total BU OtherTaxes
74292 42,344 31,947 75.45% 253220 101,504 151,715 149.47% 72,921 28,583 39.20%

Other Income (Expense)
Other (see detail below)

(12,318) (1,205) (11.112) (922.06%) (135,204) (17,158) (118,046) (688.00%) (2,442) (14,716) (602.69%)

Total Other Income (Expense)
(12,318) (1205) (11.112) (922.06%) (155204) (17,158) (118,046) (688.00%) (2,442) (14,716) (602.69%)

Detail orothef
Other expertses

214 120 94 78.35% (358) (729) 371 50.92% 357 (1.086) (304.33%)

Charitable contributions
(3«0) (1.000) (2,500) (250.00%) (12,000) (12,000) 0 0.00% (2,500) (9,500) (380.00%)

Penalties (9,038 (325) (8,707) (2,675.57%) (122246) (4,429) (118,417) (2,673.91%) (299) (4,130) (1,382.68%)

Total otherdetail
(12218) (1,205) (11,112) (922.06%) (135204) (17,158) (118,046) (688.00%) (2,442) (14,716) (602.69%)

Interest Charges
Interest on LTD

45,729 18,609 27,120 145.73% 78211 47,078 31,132 66.13% 22,128 24,951 112.76%

Amortization of debt expense
799 328 471 143.79% 1274 809 565 69.85% 111 698 626.15%

Interest on short-term borrowing
23210 5,561 17,649 317.34% 35.118 12,887 22,250 172.92% 2,577 10,290 399.29%

Other 0 0 0 0.00% 0 0 0 0.00% 32 (32) (100,00%)

Total Interest Charges
69,739 24,499 45.240 184.66% 114,701 60,754 53,947 86.80% 24,848 35,906 144,50%

CLCPK-ISOTL

CPK Comparative P&L QTDrVTD/t2M^.Corp&SS separata

02/16/18
11;10AM



Exhibit C-1 “Annual Reports” 
Exhibit C-2 “SEC Filings”

Renewal Certification Application 
Competitive Retail Natural Gas Suppliers

United States 

Securities and Exchange Commission
Washington, D.C. 20549

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

FORM 8-K

current report

Pursuant to Section 13 or 15(d) of the 
Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): February 26,2019

Chesapeake UxmiTiES Corporation
(Exact name of registrant as specified in its charter)

Delaware
(Stale or other jurisdiction of 

Incorporation or organizatio n)

001-11590
(Commission 
File Number)

909 Silver Lake Boulevard, Dover, Delaware 19904
(Address of principal executive ofliccs, including Zip Code)

(302) 734-6799
(Registrant's Telephone Number, including Area Code)

(Former name, former address and former fiscal year, if changed since last report)

51-0064146
(I.R3. Employer 

IdcntiOcation No.)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisiy the filing obligation of the registrant under any of the following 
provisions (see General Instruction A.2. below);

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR240.14d-2(b))

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))



Item 2.02. Results of Operations and Financial Condition.
On February 26,2019, Chesapeake Utilities Corporation issued a press release announcing its financial results for the quarter and year ended December 31, 
2018. A copy of the press release is attached as Exhibit 99.1 hereto and is incorporated by reference herein.

Item 9.01. Financial Statements and Exhibits.
(d) Exhibit 99.1 - Press Release of Chesapeake Utilities Corporation, dated February 26,2019.

SIGNATURE

Pursuant to the requirements ofthe Securities Exchange Act of 1934, the Registrant has duly caused this Report to be signed on its behalfby the undersigned 
hereunto duly authorized.

Chesapeake Utilities Corporation

/s/ Beth W. Cooper
Beth W. Cooper
Executive Vice President, Chief Financial Officer, and 
Assistant Corporate Secretary

Date: February 26,2019
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FOR IMMEDIATE RELEASE 
February 26, 2019 
NYSE Symbol: CPK

CHESAPEAKE UTILITIES CORPORATION REPORTS 
FOURTH QUARTER AND FISCAL YEAR 2018 RESULTS

GAAP 2018 EPS of $3.45 exceeded Company guidance
GAAP earnings totaled $3.45 per share (diluted)** in 2018 compared to $3.55 per share in 2017. The 2017 earnings included the 
one-time positive impact of $0.87 per share for the United States Tax Cuts and Jobs Act ("TCJA")
Adjusted (non-GAAP) earnings increased to $3.31 per share In 2018 from $2.89 in 2017
Recently constructed pipeline projects generated $12.9 million in gross margin* in 2018 and are expected to generate $23.6 
million in annual gross margin going forward
Key regulatory initiatives as well as ongoing infrastructure improvement programs contributed $8.6 million of incremental gross 
margin in 2018
Growth in the propane operations and Aspire Energy of Ohio LLC ("Aspire Energy") added $3.1 miilion of gross margin in 2018 
$9.6 million was passed on as savings to regulated energy customers as a result of lower federal income taxes from TCJA

Dover. Delaware — Chesapeake Utilities Corporation (NYSE: CPK) ("Chesapeake Utilities” or the "Company”) today announced financial resuits for 
the year and the fourth quarter ended December 31, 2018.
Reported net income for 2018 was $56.6 million, or $3.45 per share compared to $58.1 million, or $3.55 per share for 2017. Adjusted 2018 net 
income increased to $54.3 million, or $3.31 per share, from $47.3 million, or $2.89 per share in 2017. Continued grovilh across the Company’s 
businesses, key regulatory initiatives and colder weather were the most significant contributors to higher earnings in 2018.

Fourth quarter 2018 GAAP net income v/as $17.8 million, or $1.08 per share compared to $26.1 million, or $1.59 per share in 2017. Adjusted fourth 
quarter 2018 net income increased to $18.2 million, or $1.10 per share, from $15.3 million, or $0.93 per share in 2017. Higher 2018 fourth quarter 
adjusted earnings reflect continued growth across the Company's businesses. A detailed discussion of operating results begins on page 3.

“Just two short months ago, I was appointed President and CEO of this very special company. I continue to be energized by everything I see, 
including the results discussed herein, our employees which drive our success, our commitment to providing safe, clean, reliable energy services 
to existing and new communities, and other potential growth opportunities,” stated Jeffry M. Householder, President and Chief Executive Officer. 
“2018 was another remarkable year by any measure. 2018 EPS exceeded our guidance of 17 percent growth over 2017 adjusted earnings. 
Earnings were driven by our highest ever increase in gross margin, which reflected strong growth across our regulated and unregulated energy 
businesses. Given the opportunities in our existing businesses and ongoing projects and initiatives, we are well positioned for future growth. It is 
an exciting time to lead this Company forward,” Mr. Householder added.

-more-
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Significant items Impacting Earnings

Results for the year and fourth quarter of 2018 and 2017 were impacted by the following significant items:

For the year ended December 31, 2018 2017
(in thousands, except per share data) Net Income EPS Netincome -T- ■j; ■■ EPS
Reported (GAAP) Earnings $ 56,580 $ 3.45 $ 58,124 $ 3.55
Unrealized mark-to-market ("MTM") activity (3,706) (0.23) 3,499 i! ■ 0.21
One-time impact from TCJA associated with deferred tax liability revaluation — — (14,299) (0.87)
Non-recurring separation expenses associated with a former executive 1,421 0i.09 — —
Adjusted (Non-GAAP) Earnings* $ 54,295 S 331 $ 47,324 $ 2.89

For the period ended December 31, Fourth Quarter 2018 Fourth Quarter 2017
(in thousands, except per share data) Net Income EPS Netincome :: EPS
Reported (GAAP) Earnings $ 17,801 $ 1.08 $ 26,101 $ 1.59
Unrealized MTM activity 401 0.02 3,467 ■: *; 0.21
One-time impact from TCJA associated with deferred tax liability revaluation — — (14,299) (0.87)
Adjusted (Non-GAAP) Earnings $ 18,202 1-10 .$ 15,269. 0.93

The Company’s reported EPS was $3.45 for 2018 compared to $3.55 in 2017. 2018 adjusted (non-GAAP) EPS totaled $3.31, representing 14.5 
percent growth over 2017 adjusted (non-GAAP) EPS of $2.89. Fourth quarter 2018 adjusted (non-GAAP) EPS of $1.10 reflects growth of 18.3 
percent over fourth quarter adjusted (non-GAAP) EPS of $0.93 in 2017.

Hurricane Michael Update
In October 2018, Hurricane Michael passed through Florida Public Utilities Company's ("FPU”) electric distribution operation’s service territory in 
Northwest Florida. The hurricane caused widespread and severe damage to FPU's infrastructure resulting in 100 percent of its customers losing 
electrical service. FPU has restored service to those customers who were able to accept power following Hurricane Michael after a significant 
hurricane restoration effort. In conjunction with restoring these services, FPU expended over $60 million to restore service, which has been 
recorded as new plant and equipment or charged against FPU’s accumulated depreciation and storm reserve. The Company has begun preparing 
the necessary regulatory filings to seek recovery for the costs incurred, including replenishment of the Company's stonn reserve, in conjunction 
vrith the humcane-related expenditures, the Company executed two 13-month unsecured term loans as temporary financing, each in the amount of 
$30 million. The interest cost associated vwth these loans is LIBOR plus 75 basis points. One of the term loans was executed in December of 
2018 and the other was executed on January 31, 2019. The storm did not have a material impact on the Company’s financial results in 2018 as 
services were restored to a majority of its customers, and is not expected to have a significant impact going forward as the Company will be 
seeking recovery of the storm costs through rates.

*This press release includes references to non-Generally Accepted Accounting Principles ("GAAP") financial measures, including gross margin, 
adjusted earnings and Adjusted EPS. A "non-GAAP financial measure" is generally defined as a numerical measure of a company's historical or 
future performance that includes or excludes amounts, or that is subject to adjustments, so as to be different from the most directly comparable 
measure calculated or presented in accordance with GAAP. Our management believes certain non-GAAP financial measures, when considered 
together with GAAP financial measures, provide information that is useful to investors in understanding period-over-period operating results 
separate and apart from items that may, or could, have a disproportionately positive or negative impact on results in any particular period.

-more-
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The Company calculates "gross margin" by deducting the cost of sales from operating revenues. Cost of saies includes the purchased fuel cost 
for natural gas, electricity and propane, and the cost of labor spent on direct revenue-producing activities and excludes depreciation, amortization 
and accretion. Other companies may calculate gross margin in a different manner. Gross margin should not be considered an alternative to 
operating income or net income, both of which are determined in accordance with GAAP. The Company believes that gross margin, although a 
non-GAAP measure, is useful and meaningful to investors as a basis for making investment decisions. It provides investors with infonvation that 
demonstrates the profitability achieved by the Company under its allowed rates for regulated operations and under its competitive pricing 
structures for unregulated businesses. The Company's management uses gross margin in measuring its business units' performance. This press 
release also includes gross margin that excludes the impact of unusual items, such as the pass-through to customers of lower federal income 
taxes resulting from TCJA. The Company calculates "adjusted earnings” by adjusting reported (GAAP) earnings to exclude the impact of certain 
significant non-cash items, including the impact of realized MTM gains (losses), and one-time charges, such as severance charges. "Adjusted 
EPS" is calculated by dividing adjusted earnings by the weighted average common shares outstanding.

""Unless otherwise noted, earnings per share information is presented on a diluted basis.

Operating Results for the Years Ended December 31, 2018 and 2017 

Consolidated Results

Year Ended December 31,
(in thousands) 2018 2017 Change Percent Change
Gross margin before the TCJA impact $ 316,310 $ 279,669 $ 36,641 13.1%
Pass-through of lower taxes to regulated energy customers (9,562) — (9,562) N/A
Gross margin 306,748 279,669 27,079 9.7%
Depreciation, amortization and property taxes 56,948 51,782 5,166 10.0%
Non-recurring executive separation expenses 1,548 — 1,548 N/A
Other operating expenses 153,632 140,467 13,165 9.4%

Operating income $ 94,620 $ 87,420 $ 7,200 8.2%

Operating income, for the year ended December 31, 2018, increased by $7.2 million, or 8.2 percent, compared to the same period in 2017. This 
increase was driven by e $27.1 million, or 9.7 percent, increase in gross margin, which is net of $9.6 million of estimated customer refunds for 
lower taxes associated with the TCJA. The increased margin was partially offset by a $5.2 million increase in depreciation, amortization and 
property taxes and a $13,2 million increase in other operating expenses. The pass-through of lower taxes to customers is completely offset by an 
equivalent reduction in income tax expenses for the Regulated Energy segment. Excluding the estimated pass-through of lower taxes to 
customers, gross margin and operating income increased by $36.6 million (13.1 percent) and $16.8 million (19.2 percent), respectively.

-more-



Regulated Energy Segment

(in thousands)
Gross margin before the TC JA impact .
Pass-through of lower taxes to regulated energy customers 
Gross margin
Depreciation, amortization and property taxes 
Other operating expenses . .. -
Operating income

Year Ended December 31,
2018 2017 Change Percent Change

$ , 233,015 , $ 207,541 ■ $,; 25,474 i- '12.3%
(9362) — (9,562) N/A

223,453 207,541- 15,912: V' '.. ' 7.7%
46323 42,337 4,186 9.9%

. 97,715 • ^ 90,620 . 7,095/. 7.8%
$ 79,215 $ 74,584 $ 4,631 6.2%

Operating income for the Regulated Energy segment increased by $4.6 million, or 6.2 percent, for the year ended December 31, 2018 compared to 
the same period in 2017. This increase was driven by a $25.5 million increase in gross margin before the impact of the TCJA, which was partially 
offset by $4.2 million in higher depreciation and $7.1 million in other operating expenses associated with gross margin growth. Excluding the 
estimated pass-through of lower taxes to customers, operating income increased by $14.2 million, or 19.0 percent.

The key components of the increase in gross margin are shown below:

(in thousands)
Eastern Shore*and Peninsula Pipeline** service expansions 
Natural gas growth (excluding service expansions)
Implementation of Eastern Shore settled rates 
Colder weather
Florida electric reliability/modemization program 
Florida Gas Reliability and Infiastructure Program ("GRIP")
Other
Total
Less: Pass-through of lowertaxes to regulated energy customers*** 
Year-over-year increase in gross margin

Margin Impact
$ 9,709

5,911
5,803
1,788
1,516
1.277
(530)

25,474
I- (9362)

$ 15,912

’Eastern Shore Natural Gas Company, the Company's interstate natural gas transmisstan subsidiary 
’’Peninsula Pipeline Company, Inc., the Company's Florida intrastate pipeline subsidiary
*“As a result of the TCJAand in compliance with directives by federal and state regulatory commissions, the Company reserved or refunded an estimated $9.6 million during 
2018. In some jurisdictions, refunds have been made to customers, while in other Jurisdictions, the Company has established reserves until agreements are approved and 
permanent changes are made to customer rates. The reserves and lower customer rates are equal to the estimated reduction in federal income taxes due to the TCJA and 
have no material impact on after-tax earnings from the Regulated Energy segment.

-more-
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The major components of the increase in other operating expenses are as follows:

(in thousands)
Depreciation, amortization and property taxes associated with recent capital investments 
Payroll expense (increased staffing and annual salary increases)
Outside services to support growth
Facilities costs to support growth and maintenance costs to maintain system integrity
Other operating expenses, including vehicle, other taxes and credit collections due to growth and timing of collections 
Incentive compensation costs (based on actual results compared to ta^ets and timing of accruals)
Regulatory expenses due to fewer proceedings in 2018 
Other employee-related expenses
Early termination of facility lease due to consolidation of operations fecilities 
Cumulative change in other expenses
Year-over-year increase in other operating expenses

Other Operating 
Expenses

$ 4,186
2.426
2,182
1.661

869
(737)
(661)
514
323
518

$ 11,281

Unregulated Energy Segment

Year Ended December 31,
(i>i thousands) 2018 2017 Change Percent Change
Gross margin $ 83,798 $ 72,572 $ 11,226 15.5%
Depreciation, amortization and property taxes 10,282 9,287 995 10.7%
Other operating expenses 56,615 50,654 5,961 11.8%
Operating income $ 16,901 $ 12,631 $ 4,270 33.8%

Given the impact of MTM activity and increased infrastnjcture and risk management system costs, Peninsula Energy Services Company, Inc. 
("PESCO")’s results continue to be reported separate from the rest of the Unregulated Energy segment;

Unregulated Energy Segment excluding PESCQ

Year Ended December 31,
(in thousands) 2018 2017 Change Percent Change
Gross margin $ 77,197 $ 70,360 $ 6,837 9.7%
Depreciation, amortization and property taxes 9,678 9,081 597 6.6%
Other operating expenses 49,197 45,504 3,693 8.1%
Operating income $ 18,322 $ 15,775 $ 2,547 16.1%

Operating income for the Unregulated Energy segment, excluding PESCO, increased by $2.5 million in 2018 compared to 2017. Gross margin 
increased by $6.8 million, or 9.7 percent, due primarily to higher perfonnance from the propane operations and at Aspire Energy, as well as more 
normal weather. Other operating expenses increased by $3.7 million, and depreciation, amortization and property taxes increased by $597,000 as 
a result of the margin growth.

-more-
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The major components of the increase in gross margin (excluding PESCO results) are shown below:

(in thousands)
Propane Operations

Customer growth, increased sales volumes (non-weather related) and other factors
Additional customer consumption from colder weather
Decreased margins per gallon in certain customer classes
Service, appliances and other fees
Higher wholesale propane margins and sales

Aspire Energy r
Higher customer consumption from colder weather 
Increase in rates effective on various dates in 2018 

Other
Year-over-year increase in gross margin

The key components of the increase in other operating expenses (excluding PESCO expenses) are as follows:

(in thousands)

Payroll expense {increased staffing and annual salary increases)
Facilities and maintenance costs to support growth and on-going compliance activities 
Depreciation, amortization and property taxes associated with recent capital investments 
Other employee-related costs 
Cumulative change in other expenses 
Year-over-year increase in other operating expenses

Margin Impact

2.947
2,241
(977)
404
287

1.017
602
316

$ . 6,837

Other Operating
Expenses

$ 1,923
953

: 597
586
231

$ 4,290

PESCO

Year Ended December 31,
(in thousands)
Gross margin
Depreciation, amortization and property taxes 
Other operating expenses 
Operating loss

2018 2017 Change

$ 6,601 S 2,212 $ 4,389
604 206 398

7,418 . 5,150 2,268

$ (1,421) $ (3,144) $ 1,723

PESCO’s operating results in 2018 improved by $1.7 million compared to 2017 due primarily to MTM gains recorded in 2018 compared to MTM 
losses recorded in 2017, partially offset by the extraordinary costs of meeting demand requirements in the Mid-Atlantic region during the first 
quarter associated with the 2018 Bomb Cyclone, capacity constraints and other market conditions. PESCO's other operating expenses increased 
by $2.3 million compared to the same period in 2017, reflecting increased staffing, infrastructure and risk management systems to support 
PESCO's growth. See a more detailed discussion later in the press release (page 19) and in the Company's 2018 Annual Report on Form 10-K.

-more-
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Operating Results for the Quarters Ended December 31, 2018 and 2017 

Consolidated Results

Three Months Ended December 31,
(ill thousands) 2018 2017 Change Percent Change
Gross margin before the TCJA impact $ 87,051 $ 75,020 $ 12,031 16.0%
PasS'through of lower taxes to regulated energy customers (1,981) — (1,981) M/A
Gross margin 85,070 75,020 10,050 13.4%
Depreciation, amortization and property taxes 14,799 13,367 1,432 10.7%
Other operating expenses 41,341 38,025 3,316 8.7%
Operating income S 28,930 $ 23,628 $ 5,302 22.4%

Operating income during the fourth quarter of 2018 increased by $5.3 miliion, or 22.4 percent, compared to the same period in 2017. Pass-through 
of lower taxes to reguiated energy customers, as a resuit of the TCJA, reduced margin and operating income by approximately $2.0 miliion, and 
were offset by an equal reduction in income taxes. Gross margin before the effect of the TCJA increased by $12.0 million, or 16.0 percent, and 
operating income Increased by $7.3 million, or 30.8 percent. Depreciation expense Increased by $1.4 million, and other operating expenses 
increased by $3.3 million, reflecting increased investment and costs to support growth.

Regulated Energy Segment

Three Months Ended December 31,
(in thousands) 2018 2017 Change Percent Change
Gross margin before the TCJA impact S 62,509 $ 56,394 $ 6,115 10.8%
Pass-through of lower taxes to regulated energy customers (1,981) — (1.981) N/A
Gross margin 60,528 56,394 4,134 7.3%
Depreciation, amortization and property taxes 12,121 10,926 1,195 10.9%
Other operating expenses 26,122 23,888 2,234 9.4%
Operating income $ 22,285 $ 21,580 $ 705 3.3%

Operating income for the Regulated Energy segment increased by $705,000, or 3.3 percent, in the fourth quarter of 2018 compared to the same 
period in 2017. This increase was driven by a $4.1 million increase in gross margin, offset by $3.4 million in higher depreciation and other operating 
expenses associated with the margin growth. Fourth quarter gross maigin and operating income were also impacted by customer refunds of $2.0 
million, due to the pass-through of lower taxes to regulated energy customers as a result of the TCJA. The decrease in gross margin and operating 
income from the customer refunds was completely offset by an equal reduction in income tax expense. Excluding the estimated pass-through to 
customers of lower taxes, operating income increased by $2.7 million, or 12.4 percent. This increase in operating income reflects continued growth 
in the natural gas distribution operations and expansions at Peninsula Pipeline and Eastern Shore, as shown in the table that follows.
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The key components of the increase in gross margin are shown below:

(in thousands)
Eastern Shore and Peninsula Pipeline service expansions 
Natural gas growth (excluding service expansions)
Florida GRIP
Florida electric reliability/modemization program
Other
Total
Less: Pass-through to regulated energy customers of lower taxes resulting from TCJA* 
Quarter-over-quarter increase in gross margin

Margin Impact
3,743

1,566
346
285
175.

6,115 
i! (1,981)

% 4,134

’As a result of the TCJAand in compliance with directives by federal and state regulatory commissions, the Company reserved or refunded an estimated $2.0 million during the 
fourth quarter of 2018. In some jurisdictions, refunds have been made to customers, while in other jurisdictions, the Company has established reserves until final agreements 
are approved and permanent changes are made to customer rales. The reserves and lower customer rates are equal to the estimated reduction in federal income taxes due to 
the TCJA and have no material impact on after-tax earnings from the Regulated Energy segment.

The major components of the increase in other operating expenses are as follows:

(in thousands)
Other Operating 

Expenses
Outside services to support growth
Depreciation, amortization and property taxes associated with recent capital projects
Incentive compensation costs (based on actual results compared to targets and timing of accruals) 
Payroll expense (increased staffing and annual salary increases)
Other employee-related expenses
Cumulative change in other expenses

' $' 2,150
1,195

(1,140)
571
207
446

Quarter-over-quarter increase in other operating expenses $
■ .

3,429

Unregulated Energy Segment

Three Months Ended December 31,
(in thousands) 2018 2017 Change Percent Change
Gross margin
Depreciation, amortization and property taxes
Other operating expenses

S 24,649 $
2,645

15^44 '

;■ J8;745 S._
2,403 

- 14,337

5,904
242

1,007

31.5%
10.1%
7.0%

Operating income $ 6,660 $ 2,005 $ 4,655 232.2%

As with full year results, PESCO’s quarterly results are shovwi separate from the rest of the Unregulated Energy Segment.
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Unregulated Energy Segment, excluding PESCO 

Three Months Ended December 31,
(in thousands) 2018 2017 Change Percent Change
Gross margin $ 22,560 $ 22,282 $ 278 1.2%
Depreciation, amortization and property taxes 2,497 2,308 189 8.2 %
Other operating expenses 13,203 12,641 562 4.4 %
Operating income $ 6,860 $ 7,333 $ (473) (6.5)%

Operating income for the Unregulated Energy segment, excluding PESCO. decreased by $473,000 for the three months ended December 31. 
2018, compared to the same period in 2017. The decrease in operating income refiects a $278,000 increase in gross margin, offset by $562,000 in 
higher other operating expenses.
The major components of the increase in gross margin, excluding PESCO results, are shown below:

(in thousands) Margin Impact
Unregulated Energy customer growth $ 1,348
Propane operations - decreased retail margins per gallon for certain customer classes (500)
Warmer weather in the Mid-Atlantic (475)
Other (95)
Quarter-over-<]uarter increase in gross margin $ 278

Other operating expenses were higher as a result of additional personnel, and outside services to support growth in these businesses, offset by 
lower incentive compensation costs as a result of actual results relative to pre-established targets and the timing of associated accruals.

The major components of the increase in other operating expenses are as follows;

(in thousands)
Outside services and fecilities maintenance costs
Incentive compensation costs (based on period-over-period results compared to targets and the timing of accruals) 
Payroll expense (increased staffing and annual salary increases)
Cumulative change in other expenses
Quarter-over-^uarter increase in other operating expenses

Other Operating Expenses
$ 674

(643)
495

36
S 562
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PESCO

Three Months Ended December 31,
(in thousands)
Gross margin
Depreciation, amortization and property taxes 
Other operating expenses 
Operating loss

2018 2017 Change
$ 2,089 $ (3,537) $ 5,626

148 95 53
2,141 1,696 445

$ (200) $ (5,328) $ 5.128

For the three months ended December 31, 2018, PESCO's gross margin improved by $5.6 million, compared to the same period in 2017, due 
primarily to the absence of the unrealized MTM loss recorded in the fourth quarter of 2017. PESCO's operating expenses increased by $498,000, 
compared to the same period in 2017, reflecting increased planned expenses for staff, infrastructure and risk management systems to keep pace 
with grov/th. A more detailed discussion of PESCO's results for the fourth quarters of 2018 and 2017 is provided later in this release (page 19) and 
in the Company's 2018 Annual Report on Form 10-K.

Safe Harbor for Forward-Looking Statements
The Company makes statements in this Press Release that does not directly or exclusively relate to historical facts. Such statements are 
“forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended. Section 21E of the Securities 
Exchange Act of 1934, as amended, and the Private Securities Litigation Reform Act of 1995. One can typically identify forward4ooking 
statements by the use of fonward-iooking words, such as “project,” “believe,” “expect,” “anticipate," 'Intend,” "plan,” “estimate,” “continue,” 
“potential,” forecast” or other similar words, or future or conditional verbs such as “may," “will," “should,” “Vould” or "could.” These statements 
represent the Company's intentions, plans, expectations, assumptions and beliefs about future financial performance, business strategy, projected 
plans and objectives of the Company. Forward-looking statements speak only as of the date they are made or as of the date indicated and we do 
not undertake any obiigation to update fonward-looking statements as a resuit of new information, future events or otherwise. These statements are 
subject to many risks and uncertainties. In addition to the risk factors described under/fern 1A, Risk Factors, in the Company’s 2018 Annual 
Report on Form 10-K, the following important factors, among others, could cause actual future results to differ materially from those expressed in 
the forward-looking statements:

state and federal legislative and regulatory initiatives that affect cost and investment recovery, have an impact on rate structures, and 
affect the speed and the degree to which competition enters the electric and natural gas industries;
the outcomes of regulatory, environmental and legal matters, including whether pending matters are resolved within current estimates and 
whether the related costs are adequately covered by insurance or recoverable in rates; 
the impact of significant changes to current tax regulations and rates:
the timing of certification authorizations associated with new capital projects and the ability to construct facilities at or below estimated 
costs;
changes in environmental and other laws and regulations to which we are subject and environmental conditions of properly that we now, or 
may in the future, own or operate;
possible increased federal, state and local regulation of the safety of our operations;
the economy in our service territories or markets, the nation, and worldwide, including the impact of economic conditions (which we do not 
control) on demand for electricity, natural gas, propane or other fuels;
risks related to cyber-attacks or cyber-terrorism that could disrupt our business operations or result in failure of infonnation technology 
systems;
the weather and other natural phenomena, including the economic, operational and other effects of hurricanes, ice storms and other 
damaging weather events; 
customers' preferred energy sources:
industrial, commercial and residential growth or contraction in our markets or service territories:
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the effect of competition on our businesses;
the timing and extent of changes in commodity prices and interest rates:
the effect of spot, forward and future market prices on our various energy businesses:
the extent of our success in connecting natural gas and electric supplies to transmission systems, establishing and maintaining key supply
sources: and expanding natural gas and electric markets:
the creditworthiness of counterparties with which we are engaged in transactions;
the capital-intensive nature of our regulated energy businesses:
the results of financing efforts, including our ability to obtain financing on favorable terms, which can be affected by various factors, 
including credit ratings and general economic conditions;
the ability to successfully execute, manage and integrate a merger, acquisition or divestiture of assets or businesses and the related 
regulatory or other conditions associated with the merger, acquisition or divestiture:
the impact on our costs and funding obligations, under our pension and other post-retirement benefit plans, of potential downturns in the
financial markets, lower discount rates, and costs associated with health care legislation and regulation:
the ability to continue to hire, train and retain appropriately qualified personnel; and
the effect of accounting pronouncements issued periodically by accounting standard-setting bodies.

Conference Call

Chesapeake Utilities Corporation will host a conference call on March 1, 2019 at 10:30 a.m. Eastern Time to discuss the Company’s financial 
results for the year and quarter ended December 31, 2018. To participate in this call, dial 855.801.6270 and reference Chesapeake Utilities’ 2018 
Financial Results Conference Call. To access the replay recording of this call, please visit the Company’s website at CPK Earnings Results or 
download the replay on your mobile device by accessing the Audiocast section of the Company’s Investor Relations App.

About Chesapeake Utilities Corporation

Chesapeake Utilities is a diversified energy company engaged in natural gas distribution, transmission, gathering and processing, and marketing: 
electricity generation and distribution; propane gas operations: and other businesses. Information about Chesapeake Utilities and its family of 
businesses is available at http://www.chpk.com or through its Investor Relations App.

Please note that Chesapeake Utilities Corporation is not affiliated with Chesapeake Energy, an oil and natural gas exploration company headquartered in 
Oklahoma City, Oklahoma.

For more information, contact:

Beth W. Cooper
Executive Vice President, Chief Financial Officer, and Assistant Corporate Secretary 
302.734.6799
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Financial Summary
(in thousands, except per-share data)

Year Ended Fourth Quarter
For the Periods Ended December 31, 2018 2017 2018 2017

Gross Margin • i '

Regulated Energy $ 223,453 $ 207,541 $ 60,528 $ 56,394

Unregulated Energy 83,798 72,572 24,649 1 18,745

Other businesses and eliminations (503) (444) (107) (119)

Total Gross Mai^ 306,7.48
■ $

279,669 $ . 85,070 .
$■

75,020

Operating Income - . -■ ■„ ...... ;r-

Regulated Energy $ 79,215 $ 74,584 S 22,285 $ 21,580

Unregulated Energy 16,901 12,631 6,660 2,005

Oflier businesses and eliminations (1,496) 205 (15) 43

Total Operating Income s 94,620 S 87,420 $ 28,930 $ 23,628

Other expose^ net (615) - (2,342) (410) i (486)

Interest charges 16,431 12,645 4,456 3,513

Income taxes 20,994 14,309 6,263 i:- (6,472)

Net Income $ 56,580 $ 58,124 $ 17,801 $ 26,101

Earnings Per Share of Common Stock
Basic . $ 3.46 $ 3.56 $ 1.09 '$ . 1.60
Diluted s 3.45 $ 3.55 $ 1.08 $ 1.59
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Financial Summary Highlights
Key variances for the year ended December 31, 2018 included:

(in thousands, except per share data)
Pre-tax
Income

Net
Income

Earnings
Per Share

Year ended December 31, 2017 Rqjorted Results
Adjusting for unusual iteitis:

$ 72,433 $ 58,124 $ 3.55

Absence of the 2017 deferred tax revaluation benefit associated with the TCJA _ (14,299) (0.87)
Net impact of PESCO’s MTM activity 10,423 7,602 0.46
One-time separation expenses associated with a former executive (1,548) (1,421) (0.09)
Absence ofXeron expenses, including 2017 wind-down expenses 829 605 0.04

9,704 (7,513) (0.46)
Increased (Decreased) Gross Margins:

Eastern Shore and Peninsula Pipeline service expansions* 9,709 7,082 0.43
Pass-tiirough of lower taxes to regulated energy customers'" (9,562) (6,975) (0.42)
Natural gas growth (excluding service expansions) 5,911 4,311 0.26
Implementation of Eastern Shore settled rates*<2> 5,803 4,233 0.26
Impact on PESCO from Bomb Cyclone and pipeline capaci^ constraints (5,545) (4,044) (0.25)
Colder weather 5,046 3,680 0.22
Unregulated Energy growfli, excluding PESCO 3,140 2,290 0.14
Florida electric reliability/modemization program* 1,516 1,106 0.07
Florida GRIP* 1,277 932 0.06
Other margin for PESCO operations (net) (489) (357) (0.02)

16,806 12,258 0.75
Decreased (Increased) Other Operating Expenses'^':

Depreciation, asset reinoval and property taxes (4,779) (3,486) (0.21)
Payroll expense (increased staffing and annual salary increases) (4.349) (3,172) (0.19)
Facilities maintenance costs (2,687) (1,960) (0.12)
Operating expenses to increase staffing, infrastructure and risk management systems necessary to support 
growth for PESCO(J) (2,665) (1,944) (0.12)
Outside services (2,182) (1,592) (0.10)
Vehicle, otiier taxes arid credit collections (1,551) (1,131) (0.07)
Other employee-related expenses (1,100) (802) (0.05)
Incentive compensation costs 734 535 0.03
Outside regulatory costs and early termination of facility lease due to consolidation of operations facilities 238 173 0.01

(18,341) (13,379) (0.82)
Interest charges (3,786) (2,762) (0.17)
Income taxes - Regulated Energy — 6,975 0.42
Other income tax effects - primarily the impact of income rate tax changes on Unregulated businesses — 2,323 0.14
Net Other changes 758 554 0.04
Year ended December 31, 2018 Reported Results $ 77,574 S 56,580 S 3.45
(I) "Pass-through of lower taxes to regulated customers" represents the amounts that have already been refunded to customers or reserves established for future refunds and/or reduced 

rates to customers in 2018 as a result of lower taxes due to the TCJA. Refunds made to customers are offset by (he corresponding decrease in federal income lax expense and are 
expected to have no negative impact on net income.

<2> Excluding amounts refunded to customers associated with the TCJA, which are broken out separately and discussed in footnote 1.
<•’> As a result of increased staffing, infrastructure and risk management systems to support growth for PESCO, operating expenses for PESCO are presented separately.
* See the Major Projects and Initiatives table later in this press release.
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Key variances for the quarter ended December 31. 2018 included:

On thousands, except per share)

Pre-tax
Income

Net
Income

Earnings
Per Share

Fotirfli Quarter 2017 Reported Results
Adjusting for unusual items;

$ 19,629 $ 26,101 •$ ;: 1.59

Absence of the Q4 2017 Unregulated Energy tax benefit associated with TCJA — (14,299) ■ ii (0.87)

Net impact of PESCO's MTM activity 5,216 3,859 0.23
5,216 (10,440) M (0.64)

Increased (Decreased) Gross Margins:
Eastern Shore and Peninsula Pipeline service expansions* 3^743 2,769 - 0.17
Pass-through of lower taxes to regulated energy customersC* (1,981) (1,465) (0.09)

Natural gas growth (excluding service expansions) 1,566 1,158 0.07

Unregulated energy growth, excluding PESCO 1,329 983 0.06
Implementation of Eastern Shore settled rates*<2) (641.) (474) ! (0.03)
Lower retail propane margins per gallon in certain customer classes (500) (370) (0.02)

Warmer weather (351) (260) i; (0.02)
Oflier margin for PESCO operations (net) 409 303 0.02
Florida GRIP* 346 256 0.02
Florida electric reliability/modemization program* 285 211 0.01

4,205 3,11.1 i 0.19
(Increased) Decreased Other Operating Expenses!’':

Outside services and facilities maintenance costs (2,898) ■■ (2,143)^ ' !. (0.13)
Incentive compensation costs (based on period-over-period results) 1,783 1,319 0.08
Depreciation, asset removal and property taxes (1,379) (1,020) (0.06)
Payroll expense (increased staffing and annual salary increases) (1,065) (788) (0.05)
Operating expenses to increase staffing, infrastructure and risk management systems necessary to support growth 
forPESCO(’) (498) (368) j| (0.02)

Other employee-related expenses (351) (259) (0.02)
(4,408) (3,259)^ : h- (0.20)

Interest Charges (943) (698) (0.04)
Income taxes - Regulated Energy!' > --- 1,465 - 0.09
Other income tax effects — 1,253 0.08
Net Other Changes 365 268 n 0.0!
Fourth Quarter 2018 Reported Results $ 24,064 $ 17,801 $ l.OS

"Pass-through of lower taxes to regulated customers" represents the amounts that have already been refunded to customers or reserves established for funire refunds and/or reduced 
rates to customers in the fourth quarter of 20! 8 as a result of lower taxes due to the TCJA. Refunds made to customers are offset by the corresponding decrease in federal income 
taxes and are expected to have no net impact on net income.
Excluding amounts refunded to customers associated with the TCJA, which are broken out separately and discussed in footnote 1.

'’•As a result of increased staffing, infrastructure and risk management systems to support growth for PESCO, operating expenses for PESCO are presented separately.
* See the Major Projects and Initiatives table later in this press release.
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The following information highlights certain key factors contributing to the Company’s results for the year and quarter ended December 31, 2018: 

Recently Completed and Ongoing Major Projects and Initiatives
The Company constantly seeks and develops additional projects and initiatives to provide solutions for our customers and further increase 
shareholder value. The following represent the major projects and initiatives recently completed and currently underway. In the future, the 
Company will add new projects to this table when such projects are initiated.

Gross Margin for the Period

Year Ended December 31,
Three Months Ended 

December 31,
Estimate for 

Fiscal

Project / Initiative 2018 2017 2018 2017 2019

(in thousands)
Florida GRIP $ 14,731 $ 13,454 S 3,798 $ 3,452 $ 16,276
Eastern Shore Rate Case 9,496 3,693 2,687 2,673 9,800

Florida Electric Reliability/Modemization Pilot Program 1,610 94 379 94 1,558

New Smyrna Beach, Florida*" 1,409 235 352 235 1,409

2017 Eastern Shore System Expansion - inclnding interim services U) 8,01S 483 3,577 483 15,709

Northwest Florida Expansion*" 3,485 — 1,307 — 6,500

Western Palm Beach County, Florida Bcpansion*" 54 — 54 — 1,250

Marlin Gas Services 110 — 110 — 4,475

OhI propane acquisition (rolled into Sharp) — — — — 1,200

Total $ 38,910 $ 17,959 $ 12,264 $ 6,937 S 58,177

<’) Gross margin amounts included in this table have not been adjusted to reflect the impact of the TCJA. Any TCJA-related refunds and/or rate reductions implemented in the 
Company's regulated businesses were, or will be, offset by lower federal income taxes due to the TCJA

Ongoing Growth Initiatives

Florida GRIP
GRIP is a natural gas pipe replacement program approved by the Florida Public Service Commission ("PSC"). Since the program’s inception in 
August 2012, we have invested $127.0 million to replace 268 miles of qualifying distribution mains, including $13.3 million and $10.8 million during 
2018 and 2017, respectively. GRIP generated additional gross margin of $1.3 million and $346,000 for the year and quarter ended December 31, 
2018, respectively, compared to the same periods in 2017. There are approximately 79 remaining miles of main that will be replaced under this 
program, at an estimated cost of $35.0 million.

^oulatorv Proceedings

Eastern Shore Rate Case
Eastern Shore's rate case settlement agreement became final on April 1, 2018, with settlement rates effective January 1, 2018. The final 
agreement increases Eastern Shore's annual operating income by $6.6 million, representing an estimated $9.8 million in additional margin from 
base rates, offset by the pass-through of an estimated $3.2 million in lower federal income tax expense for Eastern Shore resulting from the TCJA. 
For the year ended December 31, 2018, Eastern Shore recognized incremental gross maigin of approximately $5.8 million. As of December 31, 
2018, Eastern Shore has provided rate reductions to its

-more-



16-16-16-16

customers totaling approximately $3.3 million as a result of the new rates. Annual margin from the new rates in future years is estimated to be 
$9.8 million.

Florida Electric Reliability/Modernization Pilot Program
In December 2017, the Florida PSC approved a $1.6 million annualized rate increase effective January 2018, for the recovery of a limited number 
of investments and costs related to reliability, safety and modernization for our Florida electric distribution system. This increase will continue 
through at least the last billing cycle of December 2019. For the year and quarter ended December 31, 2018, additional margin of $1.5 million and 
$285,000, respectively, was generated by this program.

Major Projects and Inidatives Currency Underway

New Smyrna Beach, Florida Project
in the fourth quarter of 2017, we commenced construction of a 14-miie natural gas transmission pipeline to serve current and planned customer 
growth in the New Smyrna Beach service area. The project was partially placed into service at the end of 2017 and was fully placed into service 
during the fourth quarter of 2018. For the year and quarter ended December 31, 2018, the project generated incremental gross margin of 
approximately $1.2 million and $117,000 compared to the same periods in 2017. The project is expected to generate $1.4 million in annual gross 
margin going forward.

2017 Eastern Shore System Expansion Project
Prom November 2017 to December 2018, Eastern Shore substantially completed the construction of a system expansion that increased its 
capacity by 26 percent. The first phase of the project was placed into service in December 2017. For the quarter and year ended December 31, 
2018, the project generated $3.1 million and $7.5 million, respectively, of incremental gross margin, including margin from interim services, 
compared to 2017. The project is expected to produce total annual margin of approximately $15.7 million in 2019, $15.8 million from 2020 through 
2022, and $13.2 million thereafter.

Northwest Florida Expansion Project
Peninsula Pipeline completed construction of transmission lines, and the Company's Florida natural gas division completed construction of lateral 
distribution lines, to serve customers in Northwest Florida. The project was placed into service in May 2018, generating gross margin of $1.3 
million and $3.5 million for the quarter and year ended December 31, 2018, respectively, and is expected to generate estimated annual gross 
margin of $6.5 million thereafter.

Western Palm Beach County, Florida Project
Peninsula Pipeline is constructing transmission lines to bring natural gas to our natural gas distribution system in West Palm Beach, Florida. The 
first phase of this project was placed into service in December 2018 and generated gross margin of $54,000 for the year and quarter ended 
December 31, 2018. The Company expects to complete this project in phases through early 2020 and estimates gross margin of $1.3 million for 
2019 and annual gross margin of approximately $5.4 million, once the project is fully In service.

Marlin Gas Services
In December 2018, the Company acquired certain operating assets of Marlin Gas Transport, Inc., a supplier of mobile compressed natural gas 
utility and pipeline solutions, and a new subsidiary was created named Marlin Gas Services. The acquisition will enable us to offer solutions to 
address customer supply interruption scenarios and tailor other alternatives where pipeline supplies are not available. Results generated in 2018 
were immaterial given the date of acquisition. The Company estimates that this acquisition will generate gross margin of approximately $4.5 million 
in 2019, with potential for additional growth in future years.

OhI Propane Acquisition
In December 2018, Sharp acquired certain propane customers and operating assets of R. F. Ohl Fuel Oil, Inc. ("Ohl"). Ohl provided propane 
delivery service to approximately 2,500 residential and commercial customers in Pennsylvania, between two of Sharp's existing districts. The 
acquired customers and assets have been assimilated into Sharp. Results generated in 2018 were immaterial, given the date of acquisition.
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The Company estimates that this acquisition will generate gross margin of approximately $1.2 million in 2019, with potential for additional growth in 
future years.

Future Projects not included in the Table above 

Del-Mar Energy Pathway Project
In September 2018, Eastern Shore filed for FERC authorization to construct the Del-Mar Energy Pathway project to provide an additional 14,300 
Dts/d of capacity to four customers. The benefits of this project include additional natural gas transmission pipeline infrastructure in eastern 
Sussex County, Delaware, and the initial extension of Eastern Shore’s pipeline system into Somerset County, Maryland. The estimated annua! 
gross margin from this project is $5.1 million. Eastern Shore anticipates that this project would be fully in-service by the third quarter of 2020 
contingent upon FERC issuing authorization for the project by August 2019.

Weather and Consumption
The impact of colder temperatures on customer consumption during 2018 contributed $5.0 million in incremental gross margin compared to 2017. 
While 2018 was colder than 2017, it was still 1.1 percent warmer than normal (average across our service temtories). Normal weather during 2018 
would have generated $4.0 million in additional gross margin.

For the quarter ended December 31, 2018, warmer weather on the Delmarva Peninsula lowered gross margin by $351,000 compared to the same 
period in 2017. Normal weather during the fourth quarter would have generated $1.5 million in additional gross margin. The following table 
summarizes the heating degree-days ('HDD") and coding degree-days ("CDD") infonnation for the years and quarters ended December 31, 2018 
and 2017 and shows variances between actual and “Normal" (10-year average) HDD and CDD for those periods.

hod and CDD Information

For the Periods Ended December 31, 2018 2017 Variance Q4 2018 Q4 2017 Variance

Delmarva

Actual HDD 4,251 3,800 451 1,522 1,538 (16)

10-Year Average HDD ("Noimal") 4,379 4,374 5 1,533 1,529 4

Variance from Nonnal (128) (574) (11) 9

Florida

Actual HDD 780 533 247 273 235 38

10-Year Average HDD ("Normal") 800 818 (18) 267 263 4

Variance from Normal (20) (285) 6 (28)

Ohio

Actual HDD 5,845 5,126 719 2,138 2,057 81

10-Year Average HDD ("Normal") 5,823 5,914 (91) 2,048 2,048 —
Variance from Normal 22 (788) 90 9

Florida

Actual CDD 3,105 3,013 92 401 407 (6)

10-Year Average CDD ("Nortnal") 2,889 2,865 24 296 286 10

Variance from Normal 216 148 105 121
Note; The Company continually refines and updates its weather calculations. These refinements may result in the annual impact varying from the aggregate of the quarterly 
variances previously disclosed.
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Natural Gas Distribution Customer and Consumption Growth
Customer growth for the Company's natural gas distribution operations generated $3.9 million and $1.1 million in additional gross margin for the 
year and quarter ended December 31, 2018, respectively, compared to the same periods in 2017. The additional margin was generated from an 
increase of approximately 3.3 percent in the average number of residential customere served, grovirth in volumes delivered to commercial and 
industrial customers on the Delmarva Peninsula and in Florida, and new service initiated to customers in Northwest Florida.

Higher residential and commercial customer consumption increased gross margin by $2.0 million and $501,000 for the year and quarter ended 
December 31, 2018, respectively, compared to the same periods in 2017.

(in thousands)
For the Periods Ended December 31,
Customer growth:

Residential
Commercial and industrial, excluding new service in Northwest Florida 
New service in Northwest Florida 
Total customer growth 

Volume growth:
Residential
Commercial and industrial 
Other - including unbilled revenue 

Total volume growth

Total natural gas distribution growth

Margin Increase
2018 Q4 2018

$
h

1,604 $ 433
1,322 296

987 336
3,913 1,065

" '.655 ■ . 207
1,522 279
(179) 15

1,998 501

s 5,911 S 1,566

Propane Operations
The Company's Florida and Mid-Atlantic propane distribution operations continue to pursue a multi-pronged growth plan, which includes: targeting 
retail and wholesale customer growth in existing markets, both organically as well as through acquisitions: incremental growth from recent and 
planned start-ups in new markets; targeting new community gas systems in high growth areas; further build-out of the Company’s propane 
vehicular platform through AutoGas fueling stations; and optimization of its supply portfolio to generate incremental margin opportunities. Our 
propane operations and AutoGas segment install and support propane vehicle conversion systems for vehicle fleets, including converting fleets to 
bi-fuel propane-powered engines and providing on-site fueling infrastructure.

These operations generated $4.9 million and $68,000 in incremental margin for the year and quarter ended December 31, 2018, respectively, 
compared to the same periods in 2017. For the year ended December 31, 2018, $2.2 million of the margin increase reflected the impact of colder 
temperatures. The balance of the gross margin increase for the year reflected the impact of the growth strategies discussed above, including 
generating approximately a four percent increase in customers. Supply management initiatives have also increased retail propane margins from 
many customer classes and margin from wholesale propane sales.

PESCO

PESCO's gross margin for the year and quarter ended December 31, 2018 increased by $4.4 million and $5.6 million, respectively, compared to 
the same periods in 2017. The following table summarizes the changes in PESCO’S year-over-year margin for the year and quarter ended 
December 31, 2018:
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2018 Q4 2018

$ 10,423 $ 5,216
(3,284) —
(2,261) —

(489) 409
$ 4,389 5,625

19-19-19-19

For the periods ended December 31,
(in thousands)
Net impact of PESCO's MTM activity
Net impact of extraordinary costs associated with the 2018 Bomb Cyclone for the Mid-Atlantic wholesale portfolio 0>

Loss for the Mid-Atlantic retail portfolio caused by pipeline capacity constraints in January and warm weather in Fdwuary 2018 
Other margin for PESCO operations (net)

Total Change in Gross Margin for PESCO in 2018

'"The 2018 Bomb Cyclone refers to the high-intensity winter stonnsin early January 2018 that impacted the Mid-Atlantic region and which had a residual impact on the Company's 
businesses through the month of February. The e;^ceedingly high demand and associated impacts on pipeline capacity and gas supply in the Mid-Atlantic region created significant, 
unusual costs for PESCO. While such concerted impacts will recur infrequently, the Company's management revisited and refined its risk management strategics and implemented 
additional controls.

For the year ended December 31, 2018, PESCO reported an operating loss of $1.4 million, compared to an operating loss of $3.1 million during the 
prior year period. The year-over-year improvement in operating loss reflects primarily increased gross margin of $4.4 million, for the reasons 
discussed in the table above, which was offset by an increase of $2.7 million in other operating expenses as a result of increased staffing, 
infrastructure and risk management system costs to ensure the appropriate infrastructure is in place as PESCO executes its growth strategy.

PESCO generated an operating loss of $200,000 for the quarter ended December 31, 2018, compared to a loss of $5.3 million during the prior year 
period. The improvement in quarter-over-quarter results reflects the absence of the MTM loss recorded in the fourth quarter of 2017.

X0ron
Xeron's operations were wound down during the second quarter of 2017. 2018 operating income improved by $718,000 over 2017, due to the 
absence of an operating loss and wind-down expenses incurred in 2017.
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Chesapeake Utilities Corporation and Subsidiaries 
Condensed Consolidated Statements of Income (Unaudited) 

For the Periods Ended December 31,2018 and 2017
(in thousands, except shares and per share data)

YearEoded Foarth Quarter
2018 2017 2018 2017

Operating Revenues il
Regulated Energy % 345,281 $ 326,310 $ 92,614 $ 87,957

Unregulated Energy 420,617 324,595 122362 104,133

Other businesses and eliminations (48,409) (33,322) (14,286) (11,687)

Total Operating Revenues 717,489 617,583 201,190 180,403

Operating Expenses
Regulated energy cost of sales 121,828 118,769 32,085 ! 31,563
Unregulated energy and other cost of sales 288,913 219,145 84,034 73,819

Operations 138,441 125,994 36,637 34318
Maintenance 14,387 12,701 3368 3.331

Gain fiom a settlement ^ (130) (130) — ■ ■ —

Depreciation and amortization 40,802 36,599 10,627 9,331

Other taxes 18,628 17,085 4,909 4,513

Total operating expenses 622,869 530,163 172,260 156,775

Operating Income 94,620 87,420 28330 23,628

Other expense, net (61S) (2,342) (410) (486)

Interest charges 16,431 12,645 4,456 3,513

Income Before Income Taxes 77,574 72,433 24,064 19,629

Income taxes 20,994 14,309 6363 (6,472)

Net Income $ 56,580 $ 58,124 $ 17,801 $ 26,101

Weighted Average Common Shares Outstanding:
Basic 16,369,616 16,336,789 16378,545 16,344,442
Diluted 16,419,870 16,383,352 16,430,594 16,397,332

Earnings Per Share of Common Stock:
Basic $ 3.46 $ 3.56 $ 1.09 $ 1.60
Diluted $ 3.45 $ 3.55 $ 1.08 $ 1.59
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Chesapeake Utilities Corporation and Subsidiaries 

Consolidated Balance Sheets (Unaudited)

Assets
As of December 31,

2018 2017
(in thousands, except shares and per share data)
Property, Plant and Equipment
Regulated energy S 1,297,416 S 1,073,736

Unregulated energy 237,682 210,682
Other 34,585 27.699

Total property, plant and equipment 1,569,683 1,312,117

Less: Accumulated depreciation and amortization (294,295) (270,599)

Plus: Construction work in progress 108,584 84,509

Net property, plant and equipment 1,383,972 1,126,027

Current Assets
Cash and cash equivalents 6,089 5,614

Accounts receivable (less allowance for uncollectible accounts of $1,108 and $936, respectively) 85,404 77,223

Accrued revenue 27,499 22,279

Propane inventory, at average cost 9,791 8,324

Other inventory, at average cost 7,127 12,022

Regulatory assets 4,796 10,930

Storage gas prepayments 6,603 5,250

Income taxes receivable 15300 14,778

Prepaid expenses 10,079 13,621

Derivative assets, at fair value 13,165 1,286

Other current assets 5,684 7,260

Total current assets 191,537 178,587

Deferred Charges and Other Assets
Goodwill 25,837 19,604

Other intangible assets, net 6307 4,686

Investments, at fair value 6,711 6,756

Regulatory assets 72,422 75,575

Receivables and other deferred charges 6,985 3,699

Total deferred charges and other assets 118,162 110,320

Total Assets $ 1,693,671 $ 1,414,934
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Chesapeake Utilities Corporation and Subsidiaries 

Consolidated Balance Sheets (Unaudited)
As of December 31,

CapitalizadoQ and Liabilities 2018 2017

(in thousands, except shares and per share data)
Capitalization ' ^ ;

Preferred stock, par value SO.Ol per share (aufliorized 2,000,000 shares), no shares issued and outstanding s — $ —
Common stock, par value $0.4867 per share (authorized 50,000,000 shares) 7,971 7,955

Additional paid-in capital 255,651 253,470

Retained earnings 261,530 229,141

Accumulated other comprehensive loss (6,713) ;i (4,272)

Deferred compensation obligation 3,854 3,395

Treasury stock (3,854) ;i (3,395)

Total stockholders' equity 518,439 486,294

Long-term debt, net of current maturities 316,020 197,395

Total capitalization 834,459 683,689

Current Liabilities :
Current portion of long-term debt 11,935 9,421

Short-terai borrowing 294^458 250,969

Accounts payable 129,804 74,688

Customer d^sits and refunds 34,155 34,751

Accrued interest 2,317 1,742

Dividends payable 6,060 5,312

Accrued compensation 13,923 13,112

Regulatory liabilities ... - . . 7,883 ;; 6,485
Derivative liabilities, at fair value 14,871 6,247

Other accrued liabilities 12,828 !: 10,273
Total current liabilities 528,234 413,000

Deferred Credits and Other Liabilities
Deferred income taxes 156,820 135,850

Regulatory liabilities 135,039 140,978
Environmental liabilities 7,638 8,263

Other pension and benefit costs . 28,513 i! . 29,699

Deferred investment tax credits and Other liabilities 2,968 3,455

Total deferred credits and other liabilities 330,978 318,245

Total Capitalization and Liabilities $ 1,693,671 $ 1,414,934
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Operating Reveouea
(in thousands)

Total Operating Revenues

Chesapeake Utilities Corporation and Subsidiaries 
Distribution Utility Statistical Data (Unaudited)

For tbc Three Months Ended December 31,2018 For the Three Months Ended December 31,2017
Delmarva 

NC Dlstribiitioo
Chesapeake Utilities' 
Florida NG Division

FPU NC DistributiOD FPU Electric Distribution Delmarva NG DistributiOD Chesapeake UtOilies' 
Florida NG Divisioa

FPUNG
DistrilMition FPU ElectricDistributiOD

Residential
$ IS.647

S 1,313 $ 5,846 $ 9,450 S 14,854 5 1,435 S 8,157 $ 10,166

Commercial 8J60 1,566 6.491 8.711 7.860 1.493 7.170 9,951

Industrial 2.274 3,117 5,995 411 2,236 1,676 5.921 1,609

Other (1)
5,426 883 3,901 298 5,090 1.039 (444) (1,640)

Volumes (In Dts for natural gas and KWHs for electric)
Residemial 
Commercial 
Industrial 
Other 

Total

962,407 90,091 327,226 65,844 792,602 86.682 327,815 66,998

947,924 1.192,733 417,254 69,464 829.713 1.165.579 436,272 74.689

1,518,671 6,577,922 1.220,219 3JS0 1.375,672 3.042.088 1,171,381 15.130

23J13 - 919,192 1,686 29.142 - 593.768 1.885

Average Customers

79,377 62,466 32,083

Residential 72,219 16,703 56,181 24,573 69,532 15.967 54,704 24,648

Commercial 6,992 1450 3493 7408 6448 1.435 3.962 7,468

industrial 162 17 2480 2 155 80 2.186 2

Other 4 - 12 3 - 10

32,118

Operating Revenues
(in thousands)

Total Operating Revenues

Delmarva 
NG Distribution

For tpe Year Ended December 31,2018

Chesapeake Utilities'
Florida hiC Division

FPU NG Distribution FPU Electric Distribution Delmarva NG Distribution

For tbe Year Ended December 31,2017

Chesapeake Ultlliles' 
Florida NG Division

FPU NG Distribution FPU Electric DistributiOD

Residential
S 70.466

5 5.086 5 30434 5 44.788 S 57.365 S 5,600 S 33.103 $ 44,082

Commercial 36,916 6,236 26,993 39442 31,585 5,756 30.283 41,141

industrial 8489 10,911 22496 1443 7,619 6.535 21.647 3,561

Other (1)
928 3,108 1494 (S470) 3,504 3,858 (5453) (5.918)

Volumes (in Dts for natural gas and KWHs for electric)
Residential 4,142467 369,067 1493,785 307,269 3,368,603 340,570 1.350.413 291.510

Commercial 3.792420 4.719.725 1,722.081 302487 3474,975 5.156.823 1,863.147 304435

Industrial 5449487 19,858436 4,900,998 15,160 5.125,633 11,561409 4,543,775 27,380

Oihcr 80454 - 2438415 7402 95.415 - i.875.761 7,511

Average Customers
Residential

Commercial

Industrial

Other

Total

71422 16450 55,701 24,686 68.699 15,796 54,410 24.574

6,979 1419 3,915 7497 6.845 1.421 4.054 7,450

157 16 2412 2 147 79 2,078 2

S — 11 — 5 — 10

78463 17.985 61.939 32.185 75.696 17,296 60,552 32,026

Operating Revenues from "Other" sources include unbilled revenue, under (over) recoveries of fuel cost, conservation revenue, other miscellaneous charges, fees for billing services provided to third parties and 
adjustments for pass-through taxes.
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CHESAPEAKE UTILITIES CORPORATION REPORTS 

FIRST QUARTER 2019 RESULTS

Chesapeake Utilities delivers strong financial and operational results in the first quarter 
GAAP net income increased by 6.7 percent to $28.7 million or $1.74 per share* compared to 
$1.64 per share for the first quarter of 2018
Adjusted (Non-GAAP)** earnings increased to $1.68 per share from $1.40 per share,
representing 20.0 percent growth
Gross margin** increased $10.1 million, or 11.1 percent
Recently constructed pipeline projects contributed $4.3 million in gross margin and are 
expected to generate $24.0 million in gross margin for the year
December 2018 acquisitions of Marlin and Ohi contributed $2.8 million in gross margin and 
$1.6 million in operating income for the quarter

Dover. Delaware — Chesapeake Utilities Corporation (NYSE: CPK) (“Chesapeake Utilities” or the 
“Company") today announced first quarter financial results. The Company's net income for the quarter 
ended March 31.2019 was $28.7 million, compared to $26.9 million forthe same quarter of 2018. Earnings 
per share ("EPS") forthe quarter ended March 31, 2019 were $1.74, compared to $1.64 per share forthe 
same quarter of 2018.

The higher earnings reflected the positive impact of recently completed and ongoing pipeline expansion 
projects, accretion from the Marlin Gas Transport, Inc. (“Marlin Gas Transport”) and R. F. OhI Fuel Oil. Inc. 
(“Ohi”) acquisitions, organic growth in the natural gas distribution operations and higher propane retail 
margins per gallon. Earnings also increased as a result of an order from the Florida Public Service 
Commission ("PSC") authorizing the Company to retain a portion of the tax savings associated with lower 
federal tax rates resulting from the United States Tax Cuts and Jobs Act ("TCJA") for certain of the 
Company’s natural gas distribution operations. These increases were partially offset by a $2.5 million 
margin decrease associated with lower energy consumption due to warmer weather in Florida and the 
absence of the “Bomb Cyclone” weather impact that sharply increased first quarter 2018 consumption within 
the Delmarva propane and natural gas distribution operations. A detailed discussion of operating results 
begins on page 3.
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“2019 is off to a great start, as demonstrated by our strong financial results and continued growth across 
our business segments. In particular, our performance reflects increased contributions from natural gas 
service expansions, the Marlin Gas Transport and Ohl acquisitions, higher retail propane margins and the 
favorable outcomes of several regulatory initiatives. Our employees’ ingenuity, dedication and commitment 
to our growth strategy propelled our success during the quarter," stated Jeff Householder, President and 
Chief Executive Officer of Chesapeake Utilities Corporation. “We are excited about the future growth 
potential from these recent acquisitions and expansions. We also continue to evaluate additional attractive 
growth opportunities, with the goal of transforming such opportunities into new investments that generate 
increased earnings growth and value for our shareholders."

Significant Items Impacting Earnings

Results for the three months ended March 31, 2019 and 2018 were impacted by the following significant 
items;

For the Three Months Ended March 31,
(in thousands, except per share data)

Reported (GAAP) Earnings
Change in unrealized mark-to-market ("MTM") activity
2018 portion of the retained tax savings for certain 
Florida natural gas distribution operations associated 
with the TCJA income tax rate reduction
Adjusted (Non-GAAP) Earnings** ' -

2019 2018
Net Income EPS Net income EPS

$ 28,664 $ 1.74
";■■■ ■ si ^

$ 26,855 $ 1.64
^.24)

(990) (0.06) __ __
$ 27,754 $ - 1.68 $ 22,847 S 1.40

*Unless otherwise noted, earnings per share information is presented on a diiuted basis.

**This press release inciudes references to non-Generally Accepted Accounting Principies ("GAAP") 
financial measures, including gross margin, adjusted earnings and Adjusted EPS. A "non-GAAP financial 
measure" is generaily defined as a numerical measure of a company's historical or future performance that 
includes or excludes amounts, or that is subject to adjustments, so as to be different from the most directly 
comparable measure calculated or presented in accordance with GAAP. Our management believes certain 
non-GAAP financial measures, when considered together with GAAP financial measures, provide 
information that is useful to investors in understanding period-over-period operating results separate and 
apart from items that may, or could, have a disproportionately positive or negative impact on results in any 
particular period.

The Company calculates "gross margin" by deducting the cost of sales from operating revenue. Cost of 
sales includes the purchased fuel cost for natural gas, electricity and propane, and the cost of labor spent 
on direct revenue-producing activities and excludes depreciation, amortization and accretion. Other 
companies may calculate gross margin in a different manner. Gross margin should not be considered an 
alternative to operating income or net income, both of which are determined in accordance with GAAP. The 
Company believes that gross margin, although a non-GAAP measure, is useful and meaningful to investors 
as a basis for making investment decisions. It provides investors with information that demonstrates the 
profitability achieved by the Company under its allowed rates for regulated operations and under its 
competitive pricing structures for unregulated businesses. The Company's management uses gross margin 
in measuring its business units' performance. The Company calculates "adjusted earnings" by adjusting 
reported (GAAP) earnings to exclude the impact of certain significant non-cash items, including the impact
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of unrealized MTM gains (losses) and one-time charges, such as severance charges, and any prior year 
tax savings retained by our regulated businesses as a result of current year regulatory authorizations. The 
Company calculates "adjusted EPS" by dividing adjusted earnings by the weighted average common 
shares outstanding.
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Operating Results for the Quarter Ended March 31, 2019 and 2018

Consolidated Results

Three Months Ended 
March 31,

(in thousands) 2019 2018 Change
Percent
Chancre

Gross margin $ 101,397 $ 91,299 $ 10,098 lp%
Depreciation, amortization and property taxes 15,504 13,697 1,807 13.2%
Other operating expenses 41,900 37,196 4,704 12.6%
Operating income $ 43,993 $ 40,406 $ 3,587 8.9%

Operating income during the first quarter of 2019 increased by $3.6 million, or 8.9 percent, compared to the 
same period in 2018. The increase in operating income reflects continued strong growth across the 
Company, with contributions from existing businesses, recent expansion investments, regulatory initiatives, 
the successful integration and margin generated from OhI and the particularly strong performance of Marlin 
Gas Services, LLC ("Marlin"), the Company's newly created subsidiary that acquired certain operating 
assets of Marlin Gas Transport.

Regulated Energy Segment

Three Months Ended 
March 31,

(in thousands) 2019 2018 Change
Percent
Chflnoe

Gross margin $ 67,102 $ 61,162 $ 5,940 .9.7%
Depreciation, amortization and property taxes 12,531 11,156 1,375 12.3%
Other operating expenses 24,830 23,295 1,535 6.6%

Operating income S 29,741 $ 26,711 $ 3,030 11.3%

Operating income for the Regulated Energy segment increased by $3.0 million, or 11.3 percent, in the first 
quarter of 2019 compared to the same period in 2018. This increase was driven by a $5.9 million increase 
in gross margin, offset by $1.4 million in higher depreciation, amortization and property taxes and $1.5 
million in higher other operating expenses associated with the margin growth. The increase in operating 
income reflects continued growth in the natural gas operations and expansion projects completed by 
Peninsula Pipeline Company, Inc. ("Peninsula Pipeline") and Eastern Shore Natural Gas Company 
(“Eastern Shore”), the Company’s intrastate and interstate transmission subsidiaries, respectively. Further, 
during the quarter, the Florida PSC issued a final order allowing the Company to retain tax savings 
associated with lower federal tax rates for certain of the Company’s natural gas distribution operations. As 
a result, $1.3 million in reserves for customer refunds recorded in 2018, were reversed in 2019. Additionally, 
growth in the business and accrual timing resulted in an increase in incentive compensation expense of 
$653,000 in the first quarter 2019 compared to the same period in 2018.
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The key components of the increase In gross margin are shown below:

(in thousands)

Eastern Shore and Peninsula Pipeline service expansions 
Natural gas distribution - customer growth (excluding service expansions) 
2018 retained tax savings for certain Florida natural gas distribution operations 
Impact of weather on customer consumption (primarily in Florida)
Natural gas distribution - change in customer consumption (non-weather) 
Conversion of Sandpiper Energy Inc. ("Sandpiper") customers to natural gas 
Florida Gas Reliability and Infrastructure Program ("GRIP")
Other immaterial variances 
Quarter-over-quarter increase in gross margin

Margin Impact
4,266
1,451
1,321

(1,093)
(485)
382
223

__________ (125)
5,940

The major components of the increase in other operating expenses are as follows;

(in thousands)

Depreciation, amortization and property taxes primarily associated with recent grovrth projects $ 
Incentive compensation costs (based on timing and period-over-period results)
Outside services, facilities and maintenance costs
Payroll expense (increased staffing and annual salary increases)
Benefits and other employee-related expenses^^
Other immaterial variances
Quarter-over-quarter increase in other operating expenses ^

Since the Company self-insures for healthcare costs, benefits costs fluctuate depending upon filed claims.

Other Operating 
Expenses

1,375
653

(609)
608
551
332

2,910

Unregulated Energy Segment

Three Months Ended 
March 31,

On thousands) 2019 2018 Change
Percent
Chanopi

Gross margin $ 34,402 $ 30,301 $ 4,101 13.5%
Depreciation, amortization and property taxes 2,939 2,505 434 17.3%
Other operating expenses 16,336 14,112 2,224 15.8%
Operating income $ 15,127 $ 13,684 $ 1,443 10.5%

Given the impact of MTM activity on the first quarter 2018 results of Peninsula Energy Services Company, 
Inc. ("PESCO"), the Company continues to present PESCO’s results separate from the rest of the 
Unregulated Energy segment:
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Unregulated Energy Segment, excluding PESCO

Three Months Ended 
March 31,

(in thousands) 2019 2018 Change
Percent
Chantre

Gross margin ^ • 32,542- $ -:29,I26 $ 3,416 11.7%
Depreciation, amortization and property taxes 2,792 2,357 435 18.5%
Other operating expenses : - 14,113 : 12,321 r ;1,792 ^ ^ ^ 14.5%
Operating income $ 15,637 $ 14,448 $ 1,189 8.2%

Excluding PESCO, operating income for the Unregulated Energy segment increased by $1.2 million for the 
three months ended March 31, 2019, compared to the same period in 2018. The increased operating 
income was driven by a $3.4 million increase in gross margin, partially offset by $1.8 million in higher 
operating expenses and $435,000 in higher depreciation and taxes.

The major components of the $3.4 million increase in gross margin are shown below: 

(in thousands)
Marlin (acquired assets of Marlin Gas Transport in December 2018)
Propane Operations

Decrease in weather-related customer consumption due to theabsence of the 2G18:Bomb 
Cyclone ?; . ,
Increased retail margins per gallon
Customer growth, increased sales volumes (non-weather-related) and other factors 
Ohl acquisition (assets acquired in December 2018)
Lower wholesale propane margins-and'sales - . ^ ^ - , . v\;

Aspire Energy of Ohio. LLC ("Aspire Energy")
Rate increases
Increased customer consumption 

Other immaterial variances 
Quarter-over-quarter increase in gross margin

The major components of the increase in other operating expenses are as follows:

Margin Impact 
$ "■ 2,329

(Ji,307)
1,259

482
476

:(453)

Kf779
397

(546)
3,416

(in thousands)
Operating expenses associated with operating M^lih and Ohl (Asset acquisitions in 
December 2018 .
Incentive compensation costs (based on timing and period-over-period results)
Outside services and facilities maintenance costs

Depreciation, asset removal and property tax costs due to new capital investments 
Benefits and other employee-related expenses^)
Other immaterial variances

Quarter-over-quarter increase in other operating expenses
Since the Company self-insures for healthcare costs, benefits costs fluctuate depending upon filed claims.

Other Operating 
Expenses

■ • ■ ■ ' : f;\

$ i,I57

466
...... (2S6

187 
: 133 

(2)
$ 2,227
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PESCO
Three Months Ended 

March 31.

(in thousands) 2019 2018 Change
Percent
Chnntrp:

Gross margin S 1,860 $ 1,175 $ 685 58.3 %
Depreciation, amortization and property taxes 147 148 0) (0.7)%
Other operating expenses 2,223 1,791 432 24.1 %
Operating loss $ (510) $ (764) $ 254 33.2 %

For the three months ended March 31,2019, PESCO's gross margin was higher by $685,000 compared to 
the same period in 2018. Operating expenses increased by $432,000, reflecting increased staffing, 
infrastructure and risk management systems necessary to support growth. Overall, PESCO’s quarter-over- 
quarter performance improved by $254,000.

Matters included in this release may include forward-looking statements that involve risks and uncertainties. 
Actual results may differ materially from those in the forward-looking statements. Please refer to the Safe 
Harbor for Forward-Looking Statements in the Company’s 2018 Annual Report on Form 10-K for further 
information on the risks and uncertainties related to the Company’s forward-looking statements.

Conference Call

Chesapeake Utilities will host a conference call on Friday, May 10, 2019 at 10:30 a.m. Eastern Time to 
discuss the Company’s financial results for the three months ended March 31, 2019. To participate in this 
call, dial 855.801.6270 and reference Chesapeake Utilities’ 2019 First Quarter Results Conference Call. To 
access the replay recording of this call, the accompanying transcript, and other pertinent quarterly 
information, use the link CPK - Conference Call Audio Reolav. or visit the Investors/Events and 
Presentations section of Company’s website atwww.chpk.com.

About Chesapeake Utilities Corporation

Chesapeake Utilities is a diversified energy company engaged in natural gas distribution, transmission and 
marketing; electricity generation and distribution; propane gas distribution; and other businesses. 
Information about Chesapeake Utilities and its family of businesses is available at http://www.chpk.com or 
through its Investor Relations (IR) App.

Please note that Chesapeake Utilities Corporation is not affiliated with Chesapeake Energy, an oil and natural gas 
exploration company headquartered in Oklahoma City, Oklahoma.

For more information, contact:

Beth W. Cooper
Executive Vice President, Chief Financial Officer and Assistant Corporate Secretary 
302.734.6799
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Financial Summary
(in thousands, except per share data)

Three Months Ended 
March 31,

2019 2018
Gross Margin
Regulated Energy segment $ 67,102 $ 61;jl62
Unregulated Energy segment 34,402 30,301
Other businesses and eliminations (107) ;(I64)
Total Gross Margin $ 101,397 $ 91.299

Operating Income
Regulated Energy segment s 29,741 $ 26;711
Unregulated Energy segment 15,127 13,684
Other businesses and eliminations (875) : 11

Total Operating Income
.............................................

43.993 40,406

Other income (expense), net (45) 68
Interest Charges ■ ■ ■'- ■■ ■ 5,710 3,664
Pre-tax Income 38,238 36,810
Income Taxes 9,574 9,955
Net Income $ 28,664 $ 26,855

Earnings Per Share of Common Stock ............ . *

Basic 1.75 $: :i.64
Diluted $ 1.74 $ 1.64
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Financial Summary Highlights

Key variances, between the three months ended March 31, 2018 and 2019, included:

(in thousands, except per share data)

First Quarter of 2018 Reported Results

Adjusting for Unusua:! Items:
Net impact of PESCO's MTM activity
Impact of weaker on customer consumption ................. . ^
2018 retained tax savings for certain Florida natural gas operations

Increased (Decreased) Gross Margins:
Absence of the 2018 Bomb Cyclone and capacity constraints cost for PESCO 
Eastern Shore and Peninsula Pipeline service expansions*
Margin contribution from Marlin and Ohl (assets acquired in December 2018)*
Natural gas distribution ^ customer ^owth (excluding service expansions)
Higher propane retail margins per gallon
Unregulated Energy customers'consumption growth
Aspire Energy rate increases
Other margin for PESCO operations
Natural gas distribution - change in customer consumption (non-weather) 
Lower wholesale propane margins and sales 
Conversion of Sandpiper customers to natural gas 
Florida GRIP*

Decreased (Increased) Other Operating Expenses:
Depreciation, asset removal and property tax costs due to grovrth investments 
Incentive compensation costs (based on timing and period-over-period results) 
Operating expenses for Marlin and Ohl (assets acquired in December 2018) 
Benefits and other employee-related expenses 
Payroll expense (increased staffing and annual salary increases)
Operating expenses to support growth for PESCO

Interest charges 
Change in effective tax rate 
Net other changes

First Quarter of 2019 Reported Results
"See the Major Projects and Initiatives table later in this press release.

Pre-tax
Income

Net
Income

Earnings 
Per Share

$ 36,810 $ 26,855 $ 1.64

(5,591) (4,088) (0.24)
(2,523) (1,891) (0.12)
1,321 990 0.06

(6,793) (4,989) (0.30)

5,545 4,157 0.25
4,266 3,198 0.19
2,805 2,103 0.13
1,451 1,088 0.06
1,259 944 0.06

879 659 0.04
779 584 0.04
731 548 0.03

(485) (364) (0.02)
(453) (340) (0.02)
382 287 0.02
223 , 167 0.01

17,382 13,031 0.79

(1,560) (1,169) (0.07)
(1,931) (1,448) (0.09)
(1,157) (867) (0.05)

(732) (549) (0.03)
(673) (504) (0.03)
(431) (323) (0.02)

(6,484) (4,860) (0.29)

(2,046) (1,534) (0.09)

— 768 0.05
(631) (607) . (0.06)

(2,677) (1,373) (0.10)

$ 38,238 $ 28,664 $ 1.74
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Recently Completed and Ongoing Major Projects and Initiatives
The Company constantly pursues and develops additional projects and initiatives in order to further increase shareholder 
value and serve existing and new customers. The following represent the major projects/initiatives recently completed 
and currently underway. In the future, the Company will add new projects and initiatives to this table once they are 
substantially final.

Gross Margin for the Period

Project/Initiative

in thousands
Florida GRIP
2017 Eastern Shore System Expansion Project - including interim services 
Tax benefit retained by certain Florida entities^^^

Northwest Florida Expansion

Western Palm Beach County, Florida Expansion
Marlin

Ohl propane acquisition (rolled into Sharp)

Del-Mar Energy Pathway Project - including interim services 
Total

Three Months
lTn/l A/I

Year Ended Estimate for

March 31, December 31, Fiscal

2019 2018 2018 2019 2020
$: 3,565 $ . 3,342 $ 13,323 $ 14ii04 $ 15,565

4,800 2,263 9,238 16,183 15,799
2,115 — — 3^199 1,879

1,307 — 3,485 6,500 6,500

161 . — ■54 :605 4,711
2,329 — 110 5,100 6,000

476 — — 1,200 1,236

165 — — 725 3,039

$ 14,918 $ 5,605 $ 26,210 $ 47^716 $ 54,729

(1) All period.^ shown have been adjusted to reflect the lower customer rates as a result of the TCJA. Lower customer rates are offset by the corresponding decrease 
in federal income tax expense and have no negative impact on net income.
(2) The amount disclosed for the first quarter of 2019 includes tax savings of $1.3 million for the year ended December 31,2018, due to an order by the Florida PSC 
allowing reversal of a TCJA refund reserve, recorded in 2018, which increased gross margin for the quarter by that amount.

GRIP
Florida GRIP is a natural gas pipe replacement program approved by the Florida PSC that allows automatic recovery, 
through rates, of costs associated with the replacement of mains and services. Since the program's inception in August 
2012, the Company has invested $131.4 million of capital expenditures to replace 268 miles of qualifying distribution 
mains, including $4.1 million during the first three months of 2019. GRIP generated additional gross margin of $223,000 
for the three months ended March 31, 2019 compared to the same period in 2018.

Major Projects and Initiatives Currently Underway

2017 Eastern Shore System Expansion Project
Eastern Shore has substantially completed the construction of a system expansion project which increased its capacity 
by 26 percent. The few remaining segments are expected to be placed into service in various phases during the second 
quarter of 2019. The project generated $2.5 million in incremental gross margin during the three months ended March 
31, 2019 compared to the same period in 2018. The project is expected to produce gross margin of approximately $16.2 
million this year, $15.8 million annually from 2020 through 2022, and $13.2 million annually thereafter.

Northwest Florida Expansion Project
In May 2018, Peninsula Pipeline completed construction of transmission lines, and the Company's Florida natural gas 
division completed construction of lateral distribution lines, to serve customers in Northwest Florida. The project 
generated incremental gross margin of $1.3 million for the three months ended March 31, 2019. The estimated annual 
gross margin from this project for 2019 and future years is $6.5 million, with the opportunity for additional margin as the 
remaining capacity is sold.
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Western Palm Beach County Belvedere, Florida Project
Peninsula Pipeline Is constructing four transmission lines to bring natural gas to the Company's distribution system in 
West Palm Beach, Florida. The first phase of this project was placed into service in December 2018 and generated 
$161,000 in additional gross margin for the three months ended March 31, 2019. The Company expects to complete 
the remainder of the project in phases through early 2020 and estimates that it will generate gross margin of $605,000 
in 2019 and approximately $4.7 million in future years once fully in service.

Marlin
In December 2018, the Company acquired certain operating assets of Marlin Gas Transport, a supplier of mobile 
compressed natural gas utility and pipeline solutions, and created Marlin, a new subsidiary which offers compressed 
natural gas solutions to supply interruption scenarios and provides other unique applications where pipeline supplies are 
unavailable or inadequate to meet customer requirements. Marlin generated $2.3 million of gross margin for the three 
months ended March 31, 2019. Based on Marlin's strong first quarter results, we have increased our 2019 full year 
margin estimate for this business from $4.5 million to $5.1 million and established our preliminary 2020 estimate for 
gross margin of $6.0 million.

OhI Propane Acquisition
In December 2018, Sharp acquired certain propane customers and operating assets of OhI. Located between two of 
Sharp's existing districts, OhI provided propane distribution service to approximately 2,500 residential and commercial 
customers In Pennsylvania. The customers and assets acquired from OhI have been assimilated into Sharp. The 
operations acquired from Ohi generated $476,000 of incremental gross margin for the three months ended March 31, 
2019. The Company estimates that this acquisition will generate additional gross margin of approximately $1.2 million 
for Sharp in 2019, with the potential for additional growth in future years.

Del-Mar Energy Pathway Project
In September 2018, Eastern Shore filed for FERC authorization to construct the Del-Mar Energy Pathway project to 
provide an additional 14,300 dekatherms per day of capacity to four customers. The benefits of this project include 
additional natural gas transmission pipeline infrastructure in eastern Sussex County, Delaware, and the initial extension 
of Eastern Shore’s pipeline system into Somerset County, Maryland. Interim services in advance of this project generated 
$165,000 for the three months ended March 31, 2019. The estimated annual gross margin from this project is 
approximately $725,000 in 2019, $3.0 million in 2020, $4.6 million in 2021 and $5.1 million annually thereafter. Eastern 
Shore anticipates that this project will be fully in-service by mid-2021, contingent upon FERC granting its authorization 
for the project by August 2019.

Reouiatorv Initiatives

Florida Tax Savings Related to TCJA
In the first quarter of 2019, the Florida PSC issued orders authorizing certain of the Company's natural gas distribution 
operations to retain a portion of the tax savings associated with the lower federal tax rates resulting from the TCJA. The 
Company expects these savings to continue in future years.

Other major factors influencing gross margin 

Weather and Consumption
Weather conditions accounted for a $2.5 million decrease in gross margin during the first quarter of 2019, compared to 
the same period in 2018. While period-over-period heating degree-days ("HDD") were essentially flat on the Delmarva 
Peninsula, extreme conditions during the 2018 "Bomb Cyclone" drove weather-related consumption in the first quarter 
of 2018 compared to the same period in 2019. This decrease in consumption accounted for $1.1 million in lower first 
quarter 2019 gross margin for the propane operations and $310,000 for the natural gas distribution operations. Weather 
in Florida was approximately 26 percent warmer in the first quarter of 2019, compared to the same period in 2018, and 
reduced consumption by propane, electric and natural gas distribution customers which resulted in decreased margin of
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approximately $951,000. The following table summarizes HDD and cooling degree day (“CDD”) variances from the 10- 
year average HDD/CDD ("Normal") for the three months ended March 31, 2019 and 2018.

Three Months Ended 
March 31,

Delmarva 
Actual HDD
10-Year Average HDD ("Normal") 
Variance from Normal 

Florida
Actual HDD
10-Year Average HDD ("Normal")
Variance from Normal 

Ohio
Actual HDD
10-Year Average HDD ("Normal") 
Variance from Normal 

Florida
Actual CDD
10-Year Average CDD ("Normal") 
Variance from Normal

2019 2018 ;' Variance

2,322 2,295 27
2,362 2,354 8

(59) ' M-'-

- ;■ --^'"-36i ■■■' 490

1

..

518 517 1
(157) ' (27)

2,996 2,991 5
3,045 3,069 (24)

(49) ^ ' (78) ]r-:'

■■■ (5)

97 89 8
37 " '’ 50 rr

Natural Gas Distribution Margin Growth

New customer growth in the Company's natural gas distribution operations generated $1.5 million of additional margin, 
which was partially offset by $485,000 in lower margin due to fewer volumes sold to commercial and industrial customers 
in Florida and at Sandpiper. The details for the three months ended March 31,2019, are provided in the following table:

(in thousands)
Customer Growth:

Residential
Commercial and industrial, excluding new service in Northwest Florida 
New service in Northwest Florida 

Total Customer Growth
Non-Weather Change in Customer Consumption:

Residential , - '
Commercial and industrial 

Total Decline in Customer Consumption 
Total (or net) Increase in Natural Gas Distribution Margin

Three Months Ended 
March 31,2019

$ 637
529

285

> ■

■■ --4: M51

(89)
(396)

(485)
$ 966

The additional margin from new customers reflects an increase of approximately 3.9 percent in the average number of 
residential customers served on the Delmarva Peninsula, approximately 3.2 percent growth in residential customers 
served in Florida, new service to customers in Northwest Florida, as well as an increase in the number of commercial 
and industrial customers served.
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Propane Operations
Gross margin generated by our propane operations increased by $306,000 during the three months ended March 31, 
2019, compared to the same period in 2018. The following table summarizes the year-over year changes in gross margin 
for the propane business for the quarter ended March 31, 2019:

Three Months Ended 
March 31,2019

('in thousands)
Decrease in customer consumption due to warmer weather 
Increased retail margins per gallon
Customer growth, increased sales volumes (non-weather-related) and other factors 
Ohl acquisition (assets acquired in December 2018)
Lower wholesale propane margins and sales 
Other
2019 Change in gross margin by our propane operations

$ (1,307)
1,259

482
476

(453)
(152)
305

Aspire Energy

Gross margin generated by Aspire Energy increased by $796,000 during the three months ended March 31, 2019, 
compared to the same period in 2018. The increase reflects $779,000 of rate increases and $397,000 of consumption 
growth, which was offset by a $380,000 decrease in gross margin due to various factors.

PESCO

PESCO's gross margin for the three months ended March 31, 2019 was higher by $685,000, compared to the same 
period in 2018. The following table summarizes the changes in PESCO’S year-over-year margin for the three months 
ended March 31, 2019:

Three Months Ended 
March 31,2019

(in thousands)
Net impact of PESCO’s MTM activity $ (5,591)
Net impact of extraordinary costs associated with the 2018 Bomb Cyclone for the Mid-Atlantic
wholesale portfolio 3,284
Mid-Atlantic retail portfolio loss due to pipeline capacity constraints in the first quarter of 2018 2,261
Other margin for PESCO operations (net) _________________ 731
2019 Change in PESCO gross margin $ ___________685

The 2018 Bomb Cyclone refers to the high-intensity winter stomts in early January 2018 that impacted the Mid-Atlantic region and had a residual impact on our 
businesses through the month of February. The exceedingly high demand and associated impacts on pipeline capacity and gas supply in the Mid-Atlantic region 
created si^ificant, unusual costs for PESCO. While such concerted impacts are not expected to occur frequently, our management revisited and refined its risk 
management strategies and implemented additional controls.
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Capital Investment Growth and Financing

Capital expenditures totaled $33.8 million for the three months ended March 31, 2019. The following table shows the 
2019 capital expenditure budget of $168.2 million by segment and by business line:

2019
(dollars in thousands) 
Regulated Energy:

Natural gas distribution $ 64,143
Natural gas transmission ; * U 66,787
Electric distribution 5,949

Total Regulated Energy y 136,879
Unregulated Energy:

Propane distribution 11,870
Energy transmission 8,345
Other ura’egulated energy 1,416

Total Unregulated Energy 21,631
Other:

Corporate and other businesses 9,705
Total Other • 9.705

Total 2019 Forecasted Capital Expenditures $ 168,215

The capital expenditure projection is subject to continuous review and modification. Actual capital requirements may vary 
from the above estimates due to a number of factors, including changing economic conditions, customer growth in 
existing areas, regulation, new growth or acquisition opportunities and availability of capital. Historically, actual capital 
expenditures have typically lagged behind the budgeted amounts.

Impact of Hurricane Michael
In October 2018, Hurricane Michael passed through Florida Public Utilities Company's ("FPU") electric distribution 
operation's service territory in Northwest Florida. The hurricane caused widespread and severe damage to FPU's 
infrastructure, resulting in 100 percent of its Northwest Florida customers losing electrical service. FPU exerted 
extraordinary hurricane restoration efforts and restored service to those customers who were able to accept it. Through 
March 31, 2019, FPU has spent approximately $65.0 million to restore service, which was recorded as new plant and 
equipment or charged against FPU’s accumulated depreciation and storm reserve. The Company is in the process of 
preparing the necessary regulatory filings to seek recovery of the costs incurred. In conjunction with the hurricane- 
related expenditures, the Company executed two 13-month unsecured term loans as temporary financing, each in the 
amount of $30.0 million. The interest cost associated with these loans is LIBOR plus 75 basis points. One of the term 
loans was executed in December 2018, and the other was executed in January 2019. The storm did not have a material 
impact on the margin from these operations, as services were restored to a majority of the Company's customers. 
Pending the outcome of the regulatory filings associated with the storm, the Company's results for the first quarter 
included higher interest expense of $435,000, or $326,000 on an after-tax basis ($0.02 per share) associated with the 
intermediate term loans discussed above.

The Company's target ratio of equity to total capitalization, including short-term borrowings, is between 50 and 60 
percent. The Company's equity to total capitalization ratio, including short term borrowings, was 46 percent as of March 
31, 2019. Excluding the funds expended for Hurricane Michael restoration activities, the Company's equity to total 
capitalization ratio, including short-term borrowings, would have been approximately 49 percent. The Company seeks 
to align permanent financing with the in-service dates of its capital projects. The Company may utilize more temporary 
short-term debt, when the financing cost is attractive, as a bridge to the permanent long-term financing.
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Chesapeake Utilities Corporation and Subsidiaries 
Condensed Consolidated Statements of Income (Unaudited)

(in thousands, except shares and per share data)

Three Months Ended

Operating Revenues
Regulated Energy 
Unregulated Energy and other 

Total Operating Revenues 
Operating Expenses 

Regulated Energy cost of sales 
Unregulated Energy and other cost of sales 
Operations 
Maintenance
Depreciation and amortization 
Other taxes

Total operating expenses
Operating Income
Other income (expense), net
Interest charges
Income Before Income Taxes
Income taxes
Net Income
Weighted Average Common Shares Outstanding:

Basic
Diluted

Earnings Per Share of Common Stock:
Basic
Diluted

March 31,
2019 2018

$ 103,618 $ 109,393
123,998 129,963
227,616 239,356

36,516 48,231
89,703 99,826
37,144 32,702

3,681 3,593
11,074 9,704
5,505 4,894

183,623 198,950
43,993 40,406

(45) 68
5,710 3,664

38,238 36,810
9,574 9,955

S 28,664 $ 26,855

16,384,927
16,432,852

16,351,338
16,402,985

1.75
1.74

1.64
1.64
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Chesapeake Utilities Corporation and Subsidiaries 
Condensed Consolidated Balance Sheets (Unaudited)

Assets March 31,2019 December 31,2018
(in thousands, except shares and per share data)
Property, Plant and Equipment
Regulated Energy $ 1,346,221 $ 1,297,416
Unregulated Ener^ 241,126 ' ■ '237,6S2

Other businesses and eliminations 30,282 34,585
Total property, plant and equipment 1,617,629 ' 1,569,683
Less: Accumulated depreciation and amortization (312,949) (294,295)
Plus: Construction wrk in progress ^ 90^453 : 108,584
Net property, plant and equipment 1,395,133 1,383,972
Current Assets ih .
Cash and cash equivalents 7,975 6,089
Trade and other receivables (less allowance for uncollectible accounts of $1,054 
and $1,108, respectively) 74,098 'b,404

Accrued revenue 20,747 27,499
Propane inventoiy, at average cost 6,865 " • : 9,791
Other inventory, at average cost 8,122 7,127
Regulatory assets 7,913 n 4,796
Storage gas prepayments 1,327 6,603
Income taxes receivable 9,059 115,300
Prepaid expenses 7,192 10,079
Derivative assets, at fair value Jil3,165-

Other current assets 1,121 5,684
Total current assets 153,640 191,537

Deferred Charges and Other Assets
Goodwill 25,785 125,837
Other intangible assets, net 5,909 6,207
Investments, at fair value 7,509 i 6,711
Operating lease right-of-use assets 12,523 —
Regulatory assets 77,101 : 72,422
Other assets 5,197 6,985
Total deferred charges and other assets 134.024 118,162

Total Assets $ 1,682,797 $ 1,693,671

During the first quarter of 2019, the Company adopted a new lease accounting standard, resulting in additional assets and liabilities (both current and 
non-current portions) totaling $12.5 million shown on the balance sheet at March 31, 2019.
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Chesapeake Utilities Corporation and Subsidiaries 

Condensed Consolidated Balance Sheets (Unaudited)
Capitalization and Liabilities March 31,2019
(in thousands, except shares and per share data)
Capitalization 
Stockholders' equity
Preferred stock, par value $0.01 per share (authorized 2,000,000 shares), no
shares issued and outstanding $ —
Common stock, par value $0.4867 per share (authorized 50,000,000 shares) 7,980
Additional paid-in capital 255,307
Retained earnings 284,111
Accumulated other comprehensive loss (3,739)
Deferred compensation obligation 4,376
Treasury stock (4,376)

Total stockholders' equity 543,659
Long-term debt, net of current maturities 285,998
Total capitalization  829,657
Current Liabilities
Current portion of long-term debt 71,509
Short-term borrowing 276,393
Accounts payable 75,277
Customer deposits and refunds 29,710
Accrued interest 4,505
Dividends payable 6,067
Accrued compensation 8,506
Regulatory liabilities 15,085
Derivative liabilities, at fair value 6,798
Other accrued liabilities 14,719

Total current liabilities  508,569
Deferred Credits and Other Liabilities
Deferred income taxes 160,912
Regulatory liabilities 132,686
Environmental liabilities 7,370
Other pension and benefit costs 29,822
Operating lease - liabilities d) 10,873
Deferred investment tax credits and other liabilities 2,908

Total deferred credits and other liabilities 
Total Capitalization and Liabilities

344,571

December 31, 2018

1,682,797 $

7,971
255,651
261,530

(6,713)
3,854

(3,854)
518,439
316,020
834,459

11,935
294,458
129,804
34,155

2,317
6,060

13,923
7,883

14,871
12,828

528,234

156,820
135,039

7,638
28,513

2,968
330,978

1,693,671

During the first quarter of 2019, the Company adopted a new lease accounting standard, resulting in additional assets and liabilities (both current and 
non-current portions) totaling $12.5 million shown on the balance sheet at March 31, 2019.
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Chesapeake Utilities Corporation and Subsidiaries 
Distribution Utility Statistical Data (Unaudited)

For the Three Months Ended March 31,2019 For the Three Months Ended March 31,2018

Delmarva NG Distribution

Chesapeake 
Utilities Florida

NG Divisinn

FPU NG Distribution FPU Electric Distribution Delmarva NG Distribution

Chesapeake 
Utilities Florida

NG Division

FPU NG FPU Electric
Distribution Distribution

Operating Revenues
On ihousands) 4 i •

Residential
S 29,971 $ 1,785 S 10,720 $ 9,859 $ 35,314 $ 1.761 $ 11,182 $ 11,533

Commercial 13,141 1,738 7,707 7416 15,830 1,722 8,331 9,157

Industrial 2,388 3466 5,994 610 2,306 1,871 6,536 400

Other <•> (822) 1,111 (635) (3,907) (1,743) 510 (2,836) k2,349)

Total Operating Revenues S 44,678 S 7,900 S 23,786 S 14,378 $ 51,707 $ 5,864 $ 23,213 $ 18,741

•
Volume (in Dts for natural gas and MWHs for electric)
Residential 2420,375 132,872 505426 65411 2.240,555 140,759 523,062 178,528

Commercial 1,653420 1448,764 504,046 61,829 1,705,426 1,239,936 535,544 67,740

Industrial 1,511408 ; ■' 7433,850 1447437 7,750 1,509,039 2,334,243 1,304,530 : 4,520
Other 17,859 — 555,391 — 12,533 - 468,556 1,896

Total 5,402462 8,715,486 2,912,000 135,090 5,467,553 3,714,938 2,831,692 152,684

Average Customers -
Residential 73,976 16,988 56,829 24479 71,233 16,223 55,280 24,644

Commercial'w 7,148 1429 3.897 7432 7,024 1,460 3,927 ; 7,481
Industrial'^’ 168 17 2,415 2 153 73 2,251 2

Other 9 — 12 — 6 - 17 •;
Total 81401 18,534 63,153 31,613 78,416 17,756 61,475 32,127

*** Operating Revenues from "Other" sources include unbilled revenue, under (over) recoveries of fuel cost, conservation revenue, other miscellaneous charges, fees 
for billing services provided to third parties, and adjustments or changes in taxes, such as the TCJA, which are passed through to customers. This amount also 
includes the reserve for estimated customer refunds associated with the TCJA.
Certain volumes and customers have been reclassified when compared to the prior year for consistency with current year presentation.
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CHESAPEAKE UTILITIES CORPORATION REPORTS 
FOURTH QUARTER AND FISCAL YEAR 2017 RESULTS

• 2017 net income totaled $58.1 million or $3.55 per share, including a one-time $0.87 per 
share deferred income tax benefit associated with the Tax Cuts and Jobs Act of 2017 
("TCJA") and a $0.21 per share unrealized mark-to-market ("MTM") loss on financial 
derivatives contracts

• Fourth quarter 2017 net income totaled $26.1 million, or $1.59 per share, including the one
time deferred income tax benefit and unrealized MTM loss

• Strong growth in natural gas distribution and transmission, propane and CHP plant 
operations generated $21.3 million in incremental gross margin* for 2017

• The first segment of Eastern Shore’s $117 million pipeline expansion project was placed 
into service during the fourth quarter

Dover. Delaware — Chesapeake Utilities Corporation (NYSE: CPK) (“Chesapeake Utilities” or the 
“Company”) today announced financial results for the year and the fourth quarter ended December 31, 
2017. The Company's net income for the year was $58.1 million, or $3.55 per share, an increase of $13.4 
million, or $0.69 per share, compared to 2016. The higher net income and earnings per share ("EPS") 
reflected continued customer growth in the Company's natural gas and propane distribution operations and 
expansion of its gas transmission operations, full year contributions from Eight Flags Energy LLC's ("Eight 
Flags") Combined Heat and Power ("CHP") plant. Increased profitability for the propane operations and for 
Aspire Energy of Ohio, LLC ("Aspire Energy"), a partial year’s impact of new base rates for Eastern Shore 
Natural Gas Company (“Eastern Shore”), and the favorable impact of Federal tax law changes on the 
revaluation of net deferred tax assets and liabilities of the Company's unregulated businesses. A detailed 
discussion of operating results begins on page 3.
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“2017 was an exceptional year for the Company," stated Michael P. McMasters, President and Chief 
Executive Officer. "Recently completed growth projects, in addition to numerous other strategic growth 
initiatives across all of our businesses, generated our eleventh record year of earnings. Construction of 
Eastern Shore’s largest ever expansion project is underway with expected completion in phases throughout 
2018, and in Florida construction is underway on several pipeline and distribution projects to serve growth 
in new and existing market areas,” he added. “Our employees continue to identify and evaluate new growth 
opportunities while profitably managing current projects, maintaining operating efficiency and providing 
safe, reliable service to our customers. Changing regulatory and energy environments and customer 
energy options create new challenges and opportunities that our team recognizes and embraces. We 
continually refine our strategic focus to harvest benefits from the challenges of accelerating change and to 
increase our portfolio of growth opportunities and profitable capital investments in 2018 and beyond,” he 
concluded.

Significant Items Impacting Earnings

Results for the year and fourth quarter of 2017 were impacted by the following significant items:

For the period ended December 31,
(in thousands, except per share data)
Reported (GAAP) Earnings 
Tax reform impact- 
Unrealized MTM loss

2017 Fourth Quarter
Net Income EPS Net Income EPS

$ 58,124 $ 3.55 $ 26,101 $ 1.59

3,499 0.21 3,467 0.21
'Adjusted-(Non-;GA-AP);Earnings’^^ir-H'?s£:<-K~>5 T0.93

Excluding the tax reform impact and the unrealized MTM loss, earnings for the year and fourth quarter 
would have been $2.89 and $0.93 per share, respectively.

As a result of the TCJA, the Company’s 2017 annual and fourth quarter EPS included a $0.87 per share 
non-cash benefit from the revaluation of the Company’s net deferred tax assets and liabilities associated 
with the Company’s unregulated businesses. We are awaiting formal notice from the federal and state 
commissions that regulate our gas and electric distribution and transmission businesses on the applicability 
and timing of the implementation of the tax law changes in regard to customer rates as well as the 
applicability, timing, and treatment of net deferred tax assets and liabilities. We will provide updates as we 
receive formal notices and rate orders from the regulatory authorities. The Company estimates that, 
beginning in 2018, the TCJA corporate federal income tax rate will increase annual EPS between $0.10 
and $0.15, primarily from unregulated businesses, assuming normal weather and business conditions, and 
absent the impact of fair value MTM accounting.

Peninsula Energy Services Company, Inc. (“PESCO”) utilizes financial derivatives contracts to lock in the 
gross margin associated with physical gas purchased and pipeline capacity used for meeting expected 
demand under PESCO's various contracts, including its asset management contracts. Whenever possible, 
PESCO utilizes hedge accounting to better match hedged items and hedging instruments. However, in 
those situations where hedge accounting is not appropriate, the Company utilizes MTM accounting. As a 
result of the significant regional natural gas price movement at the end of the year, PESCO recognized an 
unrealized MTM loss of $0.21 per share that reflected the fair value of the financial derivative contracts on 
December 31, 2017. Derivatives accounting has no impact on the economic gain or loss from PESCO's
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purchase or sale contracts, even though MTM accounting may create mismatched gains or losses in 
different reporting periods.

For the fourth quarter of 2017, the Company reported net income of $26.1 million, or $1.59 per share, an 
increase of $14.2 million, or $0.86 per share, compared to the same quarter in 2016. Fourth quarter 2017 
results also included the $0.87 gain from the tax law changes and the $0.21 charge for PESCO's unrealized 
MTM loss.

*This press release includes references to non-Generally Accepted Accounting Principles ("GAAP") 
financial measures, including gross margin and Adjusted EPS. A "non-GAAP financial measure" is 
generally defined as a numericai measure of a company's historicai or future performance that includes or 
excludes amounts, or that is subject to adjustments, so as to be different from the most directly comparable 
measure calculated or presented in accordance with GAAP Our management beiieves certain non-GAAP 
financial measures, when considered together with GAAP financial measures, provide information that is 
useful to investors in understanding period-over-period operating results separate and apart from items that 
may, or could, have a disproportionately positive or negative impact on results in any particular period.

The Company calculates "gross margin" by deducting the cost of sales from operating revenue. Cost of 
sales includes the purchased fuel cost for natural gas, electricity and propane, and the cost of labor spent 
on direct revenue-producing activities and excludes depreciation, amortization and accretion. Other 
companies may calculate gross margin in a different manner. Gross margin should not be considered an 
alternative to operating income or net income, both of which are determined in accordance with GAAP The 
Company believes that gross margin, although a non-GAAP measure, is useful and meaningful to investors 
as a basis for making investment decisions. It provides investors with information that demonstrates the 
profitability achieved by the Company under its allowed rates for regulated operations and under its 
competitive pricing structures for unregulated businesses. The Company's management uses gross margin 
in measuring its business units' performance. The Company believes that gross margin is a useful and 
meaningful measure for investors as it excludes the impact of several unusual items, including fair value 
accounting, timing adjustments associated with energy-related transactions and the impact of tax reform, 
which will not impact future results in the same magnitude. The Company calculates Adjusted EPS by 
excluding the impact of certain significant new non-cash items, including the impact of the revaluation of 
the Company's unregulated energy segment's deferred assets and liabilities, due to the TCJA changes, 
and the timing related to the unrealized MTM loss.

Operating Results for the Yeais Ended December 31, 2017 and 2016

Operating income increased by $1.7 million to $86.8 million for 2017. This increase was driven by an $18.9 
million, or seven percent, increase in gross margin, which was partially offset by a $17.2 million increase in 
operating expenses, due to a $5.1 million increase in depreciation, asset removal, amortization and property 
taxes and a $12.0 million increase in other operating expenses to support growth. Excluding the unrealized 
MTM loss, gross margin grew by $24.6 million, or nine percent, and operating income rose $7.5 million, or 
nine percent, for 2017 versus 2016.

Regulated Energy
Operating income for the Regulated Energy segment increased by $3.3 million in 2017 compared to 2016. 
This increase was driven by an $11.5 million increase in gross margin, which was partially offset by $8.2
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million in higher operating expenses associated with the margin growth. The significant components of the 
gross margin increase included:

• $3.7 million of incremental revenue from the implementation of new base rates for Eastern Shore, 
which were effective August 1. 2017;

• $2.8 million in additional margin from customer growth in the Company's natural gas distribution 
businesses (excluding service expansions):

• $2.1 million generated from recently completed natural gas transmission expansions, which are 
more fully discussed in the “Major Projects and Initiatives” section later In this press release;

• $1.9 million generated from additional GRIP investments in the Florida natural gas distribution 
operations;

• $831,000 generated as a result of the rate case settlement by the Company’s Delaware natural 
gas distribution operations; and

• $537,000 from new natural gas transmission and distribution services provided to Eight Flags' CHP 
plant.

The significant drivers of the $8.2 million increase in operating expenses included:

• $4.1 million in higher depreciation, asset removal and property tax costs associated with recent 
capital investments;

• $3.6 million in higher payroll expenses for additional personnel to support growth;
• $1.0 million in regulatory expenses, due primarily to costs associated with Eastern Shore’s rate 

case filing in 2017; partially offset by
• $529,000 in reduced credit, collection and customer services expenses.

Unregulated Energy
Operating income for the Unregulated Energy segment for 2017 was $12.5 million, a decrease of $1.4 
million, or ten percent, compared to the same period in 2016. The decreased operating income was the net 
result of increased growth in all the unregulated energy businesses, which was more than offset by 
PESCO's unrealized MTM loss. Excluding the impact of the unrealized MTM loss, gross margin grew by 
$13.4 million, or 20.6 percent, and operating income rose by $4.4 million, or 31.9 percent, during 2017 
compared to 2016. In particular, PESCO's gross margin and operating income, exclusive of the unrealized 
MTM loss, grew by $3.4 million, or 72.7 percent, and $772,000, or 41.4 percent, respectively.

The significant components of the gross margin increase included:
• $4.4 million in additional margin from Eight Flags’ CHP plant, reflecting a full year of operations in 

2017 compared to slightly more than six months in 2016;
• $3.4 million in margin growth for PESCO, generated primarily from natural gas sales to end users 

within one Columbia Gas of Ohio customer pool under a supplier agreement, which expired on 
March 31, 2017, as well as increased margin from commercial and industrial customers served in 
Florida;

• $2.8 million in additional margin from the propane distribution operations, composed of:
° $951,000 from higher propane sales, due to colder weather in December;
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® $678,000 of additional gross margin from wholesale propane sales, due to increased volumes
and favorable supply management activities by the Company’s Delmarva propane operations 
and higher throughput margins from the Florida propane operations: and 

« $646,000 of additional retail gross margin, also attributable to favorable supply management
activities.

• $2.3 million of additional margin from Aspire Energy as a result of:
• $1.2 million associated with higher volumes, primarily as a result of customer growth for the 

local distribution companies served and colder temperatures in December; and
• $1.1 million of additional gross margin as a result of pricing amendments to long-term gas sales 

agreements.
• $658,000 of gross margin due to the absence of Xeron Inc.'s ("Xeron") operating loss recorded in 

2016; partially offset by
• $5.8 million associated with PESCO's unrealized MTM loss, which was based upon fair value 

accounting at year end. A more detailed discussion of the unrealized MTM loss is provided in the 
Major Projects and Initiatives Section under "PESCO".

The significant components of the $9.0 million increase in operating expenses included:
• $2.9 million in higher operating expenses for Eight Flags' CHP plant in support of the higher margin 

generated;
• $2.9 million in higher payroll costs for additional personnel to support growth;

• $1.0 million in higher depreciation, amortization and property taxes expense, of which $476,000 
relates to lower depreciation recorded in 2016 as a result of the final accounting valuation for Aspire 
Energy:

• $1.0 million in higher benefits and employee-related costs in 2017; and
• $594,000 in higher taxes other than property and income taxes.

Operating Results for the Quarters Ended December 31, 2017 and 2016

The Company’s operating income for the fourth quarter of 2017 was $23.3 million, an increase of $1.4 
million, or 6.6 percent, compared to the same quarter in 2016. Excluding PESCO's unrealized MTM loss, 
gross margin grew by $10.6 million, or 15.1 percent, and operating income rose by $7.2 million, or 
approximately 33.0 percent, for the fourth quarter of 2017 versus the same quarter in 2016.

Regulated Energy Segment
Operating income for the Regulated Energy segment increased by $4.1 million to $21.2 million for the fourth 
quarter of 2017, compared to the same quarter in 2016. The increased operating income resulted from a 
$5.8 million increase in gross margin, partially offset by a $1.7 million increase in operating expenses. The 
significant components of the gross margin increase included:

• $2.7 million generated from implementation of new base rates for Eastern Shore;
• $840,000 in increased customer consumption of energy as a result of colder weather experienced 

during the fourth quarter of 2017;
• $791,000 in additional margin from customer growth in our natural gas distribution businesses 

(excluding service expansions):
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• $639,000 generated from recently completed natural gas transmission expansions:
• $413,000 in margin recognized from the settled Delaware division rate case and the absence of 

the associated rate refund reserve recorded in the fourth quarter of 2016; and
• $283,000 generated by additional GRIP investments in the Florida natural gas distribution 

operations.
The significant components of the $1.7 million increase in operating expenses included:

• $2.0 million in higher staffing and associated costs for additional personnel to support growth;
• $649,000 in higher depreciation expense, amortization, asset removal and property tax costs 

associated with capital investments; offset by
• $459,000 in lower outside services expenses; and
• $254,000 in lower benefits and employee-related costs during the quarter.

Unregulated Energy Segment
Operating income for the Unregulated Energy segment for the fourth quarter of 2017 was $2.0 million, a 
decrease of $2.6 million compared to operating income for the same quarter in 2016. The decreased 
operating income reflects an $837,000 decrease in gross margin and a $1.8 million increase In operating 
expenses. Excluding the unrealized MTM loss previously mentioned, gross margin grew by $4.9 million, or 
25.2 percent, and operating income increased by $3.2 million, or 69.1 percent, during the fourth quarter of 
2017 compared to the same quarter in 2016.

Significant sources of higher gross margin included:

• $1.6 million in margin growth from PESCO, generated primarily from sales in the Appalachian 
Basin;

• $1.4 million in higher gross margin from the propane operations, consisting primarily of:
° $694,000 from higher customer consumption of propane due to colder temperatures: and 
° $527,000 in higher gross margin from retail propane sales, due primarily to favorable supply 

management activities.
• $1.2 million from Aspire Energy, primarily as a result of:

° $750,000 in higher volumes of natural gas delivered due to colder temperatures in December 
2017; and

» $351,000 in additional gross margin as a result of pricing amendments to long-term gas sales 
agreements and additional management fees.

• $590,000 of gross margin due to the absence of Xeron's operating loss recorded in the fourth 
quarter of 2016; offset by

• $5.8 million for PESCO’s unrealized MTM loss, based upon fair value accounting at year end.

The significant component^ of the $1.8 million increase in operating expenses included:

• $1.5 million in higher staffing and associated costs for additional personnel to support growth; and

• $353,000 in higher depreciation, amortization and property tax costs due to increased capital 
investments and amortization of intangible assets acquired as part of acquisitions consummated in 
2017.

Matters discussed in this release may include forward-looking statements that involve risks and 
uncertainties. Actual results may differ materially from those in the forward-looking statements. Please refer
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to the Safe Harbor for Forward-Looking Statements in the Company's 2017 Annual Report on Form 10-K 
for further information on the risks and uncertainties reiated to the Company’s forward-looking statements.

Conference Call

Chesapeake Utilities Corporation will host a conference call on March 2, 2018 at 10:30 a.m. Eastern Time 
to discuss the Company’s financial results for the year and quarter ended December 31, 2017. To 
participate In this call, dial 855.801.6270 and reference Chesapeake Utilities' 2017 Financial Results 
Conference Call. To access the replay recording of this call, please visit the Company’s website at 
http://investor.chDk.com/results.cfm or download the replay on your mobile device by accessing the 
Audiocast section of the Company's IR App.

About Chesapeake Utilities Corporation

Chesapeake Utilities is a diversified energy company engaged in natural gas distribution, transmission, 
gathering and processing, and marketing: electricity generation and distribution: propane gas distribution: 
and other businesses. Information about Chesapeake Utilities and its family of businesses is available at 
http://www.chpk.com or through its IR App.

Please note that Chesapeake Utilities Corporation is not affiliated with Chesapeake Energy, an oil and natural gas 
exploration company headquartered in Oklahoma City, Oklahoma.

For more information, contact:

Beth W. Cooper
Senior Vice President & Chief Financial Officer 
302.734.6799
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Financial Summary
(in thousands, except per-share data)

Year Ended Fourth Quarter
For the Periods Ended December 31, 2017 2016 2017 2016
Gross Margin '• i

Regulated Energy $ 207,541 $ 196,080 $ 56494 $ 50,633
Unregulated Enei^ 72472 64,962 18,745 .19,582
Other businesses and eliminations (444) (225) (119) (58)

Total Gross Margin . -,-s 279,669 $ 260,817 $-. ; 75,020 $- •70,157

Operating Income -

Regulated Energy $ 73,160 $ 69,851 $ 21445 $ 17,191
Unregulated Energy 12,477 13,844 1,974 4,577
Other businesses and eliminations 206 401 44 51

Total Operating Income ■ $ 85,843 84,096 S ■ ^ 23463 21,819

Other (expense) income (765) ' (441) (121) :(372)
Interest charges 12,645 10,639 3,513 2,643
Income taxes 14409 28,341 (6,472) 6,941

Net Income $ 58,124 $ 44,675 $ 26,101 $ 11,863

Earnings Per Share of Common Stock
Basic S 3.56 $ 2.87 $ 1.60 $ :0.73
Diluted $ 3.55 $ 2.86 s 1.59 $ 0.73
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Financial Summary Highlights
Key variances for the year ended December 31, 2017 included:

(in thousands, except per share data)
Pre-tax
Income

Net
Income

Earnings 
Per Share

Year ended December 31,2016 Reported Results
Adjusting for unusual items:

$ 73,016 $ 44,675 $ 2.86

Federal tax reform impact — 14,299 0.87
PESCO - unrealized MTM loss (5,783) (3,499) (0.21)
Impact of winding down ofXeron operations and absence of 2016 loss 745 451 0.03
Weather impact 578 350 0.02

(4,460) 11,601 0.71
Increased (Decreased) Gross Margins:

Eight Flags' CHP plant 4,901 2,965 0.19
Implementation of new base rates for Eastern Shore* 3,693 2,234 0.14
PESCO - margin from operations 3,365 2,036 0.13
Natural gas growth (excluding service expansions) 2,818 1,705 0.11
Service expansions* 2,062 1,248 0.08
GRIP* 1,902 1,151 0.07
Aspire Energy rates and management fees 1,125 680 0.04
Customer consumption (non-weather) 721 436 0.03
Implementation of Delaware division settled rates 831 503 0.03
Wholesale propane sales and margins 678 410 0.03
Retail propane margins 645 390 0.02
Sandpiper margins associated with conversions 291 176 0.01

23,032 13,934 0.88
(Increased) Decreased Other Operating Expenses:

Higher payroll expense (6,487) (3,925) (0.25)

Higher depreciation, asset removal and property tax costs due to new capital 
investments (5,120) (3,098) (0.20)

Eight Flags' operating expenses (2,920) (1,767) (O.Il)
Higher benefit and other employee-related expenses (1,485) (899) (0.06)
Higher regulatory expenses associated with rate filings (1,005) (608) (0.04)
Higher taxes other than property and income taxes (739) (447) (0.03)
Lower credit, collections & customer service expenses 515 311 0.02
Lower outside services and facilities maintenance costs 417 252 0.02
Higher vehicle expenses (372) (225) (0.01)
Higher sales and advertising expenses (259) (157) (0.01)

(17,455) (10,563) (0.67)
Increase in outstanding shares from the September 2016 public offering — — (0.16)
Interest charges (2,006) (1,214) (0.08)
Change in other expense (191) (115) (0.01)
Change in effective tax rate prior to tax reform — (500) (0.03)
Net other changes 497 306 0.05

Year ended December 31,2017 Reported Results $ 72,433 $ 58,124 $ 3.55
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See the Major Projects and Initiatives table later in this press release.

Key variances for the quarter ended December 31, 2017 included:

(in thousands, except per share)
Pre-tax
Income

Net
Income

Earnings 
Per Share

Fourth Quarter of 2016 Reported Results $ 18,804 S 11,863 $ 0.73

Adjusting for unusual items: h

Federal tax reform impact — 14,299 0.87
PESCO - unrealized MfM loss (5,765) (3,467) (b.21)

Weather impact 1,885 1,133 0.07
Impact of winding down of Xeron operations and absence of 2016 loss 1,086 653 0.04

(2,794) 12,618 0.77
Increased (Decreased) Gross Margins:

Implementation of new base rates for Eastern Shore* 2,673 1,607 0.10
PESCO - margin from operations 1,587 954 0.06
Natural gas growth (excluding service expansions) 791 476 0.03
Service expansions* 639 384 0.02
Retail propane margins 527 317 0.02
Delaware division rate ease* 413 248 0.02
Aspire Energy rates and management fees 396 238 0.01
GRIP* 283 170 b.oi
Eight Flags’ CHP* 180 108 0.01

7,489 4,502 0.28
(Increased) Decreased Other Operating Expenses:

Higher payroll expense ^ _ (3,497). (2,103) (0.13)
Higher depreciation, asset removal and property tax costs due to new capital 
investments (999) (601) (0.04)
Lower outside services and facilities maintenance costs . 865 520 . 0.03
Lower benefit and other employee-related expenses 172 104 0.01
Higher regulatory expenses (150) (90) (0.01)
Lower Eight Flags’ operating expenses 99 60 —

(3,510) (2,110) (0.14)

Interest Charges (870) (523) (0.03)
Change in effective tax rate prior to tax reform — (581) (0.04)
Net Other Changes ^ 510 332 : 0.02
Fourth Quarter of 2017 Reported Results $ 19,629 $ 26,101 $ 1.59

See the Major Projects and Initiatives table later in this press release.
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The following information highlights certain key factors contributing to the Company’s results for the year 
and quarter ended December 31.2017:

Major Projects and Initiatives
The following table summarizes gross margin (dollars in thousands) for the Company's existing and future 
major projects and initiatives. Gross margin reflects operating revenue less cost of sales, excluding 
depreciation, amortization and accretion:

Gross Mai^in for the Period
Year Ended Three Months Ended

December 31 December 31, Estimate for
2017 2016 Variance 2017 2016 Variance 2018 2019

Existing Major Projects and 
Initiatives

Capital Investment Projects S 38,251 $ 29,819 $ 8,432 S 9387 $ 9,218 $ 669 $ 34,041 $ 34,137

Eastern Shore Rate Case 3,693 — 3,693 2,673 — 2,673 9,800 9,800

Settled Delaware Division Rate 
Case 2318 1,487 831 553 140 413 2,250 2,250

Electric Limited Proceeding 94 — 94 94 _ 1,558 1,558

Total Existing Major Projects 
and Initiatives $ 44,356 $ 31,306 $ 13,050 $ 13,207 $ 9,358 $ 3,755 $ 47,649 $ 47,745

Future Major Projects and 
Initiatives

Capital Investment Projects

2017 Eastern Shore System 
Expansion $ 433 $ — $ 433 $ 433 $ — $ 433 $ 9,708 $ 15,799

Northwest Florida Expansion — — — — — — 3,484 6,032

Other Florida Pipeline 
Exoansions _ — — _ — — 635 1,131

Total Future Major Projects and 
Initiatives s 433 $ — $ 433 $ 433 — $ 433 $ 13,827 $ 22,962

Total $ 44,789 $ 31,306 $ 13,483 $ 13,640 $ 9,358 $ 4,188 $ 61,476 $ 70,707
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''^Eastern Shore filed an uncontested settlement agreement in December 2017, which is pending final approval by the Federal Energy Regulatory 
Commission ("FERC").

Major Projects and Initiatives Recently Completed
The following table summarizes gross margin generated by our major projects and initiatives recently completed 
(dollars in thousands):

Gross Margin for the Period

Capital Investment Projects; 
Service Expansions:

Short-term contracts (Delaware) 
Long-term contracts (Delaware) 
Long-term contracts (Florida)

Total Service Expansions 
Florida GRIP 
Eight Flags’ CHP Plant 
Total Capital Investment Projects

Service Expansions

Year Ended
December 31,

Three Months Ended
December 31,

2017 2016 ^ Variance 2017 2016 Variance

S 6,522 $ 11,454 $ (4,932) $ 1^30 $ 3,184 $

• : '

(1,854)

8,141 1,815 6,326 2,274 449 i;825

235 —
235 235 — 235

14,898 13,269 1,629 3339 3,633 • h206
13,454 11,552 1,902 3,452 3,169 283
9,899 4,998 4,901 2396 .. 2,416 h.180

$ 38,251 $ 29,819 $ 8,432 $ 9,887 $ 9,218 $ 669

White Oak Mainline Expansion Project
In August 2014, Eastern Shore entered into a precedent agreement with an electric power generator in 
Kent County, Delaware, to provide a 20-year OPT<90 natural gas transmission service for 45,000 Dts/day. 
In July 2016, the FERC authorized Eastern Shore to construct and operate the project, which consists of 
5.4 miles of 16-inch pipeline looping and new compression capability in Delaware. Eastern Shore provided 
interim services to this customer until construction was completed and long-term service commenced in 
March 2017. This service generated an additional gross margin of $85,000 during the year ended 
December 31. 2017 compared to 2016. There was no incremental margin during the fourth quarter as the 
permanent services replaced the interim services. Service provided under the 20-year agreement 
generated gross margin of $7.5 million during 2017 and is expected to generate between $5.8 million and 
$7.8 million annually through the remaining term of the agreement.

TETLP Upgrades
In March 2016, Eastern Shore completed improvements at its Texas Eastern Transmission, LP ("TETLP") 
interconnect facilities to increase natural gas receipts from TETLP by 53,000 Dts/day, for a total capacity of 
160,000 Dts/day. This increased capacity generated additional gross margin of $1.2 million in 2017 
compared to 2016.
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2016 Eastern Shore System Reliability Project
In the second quarter of 2017. Eastern Shore completed construction of approximately 10.1 miles of 16- 
inch pipeline looping and auxiliary faoilities in New Castle and Kent Counties, Delaware, and a new 
compressor at its existing compressor station in Sussex County, Delaware, to further enhance the reliability 
of its system. The 2016 System Reliability Project was included in Eastern Shore's January 2017 base rate 
case filing, for which a settlement agreement was filed with the FERC in December 2017. A discussion of 
the settlement agreement can be found below under “Regulatory Proceedings."

New Smyrna Beach, Florida Project
In the fourth quarter of 2017, Peninsula Pipeline Company, Inc. ("Peninsula Pipeline"), the Company's 
wholly-owned Florida intrastate pipeline subsidiary, started construction of a 14-mile transmission pipeline 
in Volusia County, Florida, that interconnects with Florida Gas Transmission Company's ("FGT") pipeline. 
Peninsula Pipeline entered into a 20-year agreement with Florida Public Utilities ("FPU"), which provides 
FPU with capacity to serve its current and planned customer growth. Peninsula Pipeline recognized 
$235,000 of gross margin from this expansion during the year and quarter ended December 31, 2017, and 
expects to recognize gross margin of approximately $1.4 million annually thereafter.

GRIP
GRIP is a natural gas pipe replacement program approved by the Florida Public Service Commission 
("PSC"). designed to expedite the replacement of qualifying distribution mains and services (any material 
other than coated steel or plastic) to enhance the reliability and integrity of the Florida natural gas 
distribution systems. This program allows recovery, through regulated rates, of capital and other program- 
related costs, inclusive of a return on investment, associated with the replacement of the mains and 
services. Since the program's inception in August 2012, the Company has invested $113.6 million to replace 
247 miles of qualifying distribution mains, including $10.8 million and $26.0 million during 2017 and 2016, 
respectively. GRIP generated additional gross margin of $1.9 million and $283,000 for the year and quarter 
ended December 31, 2017, compared to the same periods in 2016, respectively.

Eight Flags’ CMP Plant
Eight Flags' CHP plant consists of a natural-gas-fired turbine and electric and steam generator on Amelia 
Island, Florida, which produces approximately 21 MW of base load power and 75,000 pounds per hour of 
residual steam. In June 2016, Eight Flags began selling power generated from the plant to FPU under a 
20-year power purchase agreement for distribution to its retail electric customers. In July 2016, Eight Flags 
began selling steam, under a separate 20-year contract, to the industrial customer that owns the property 
on which the plant is located.

The CHP plant is powered by natural gas transported by FPU, through its distribution system, and by 
Peninsula Pipeline. For the year and quarter ended December 31, 2017, Eight Flags and other affiliates of 
Chesapeake Utilities generated $4.9 million and $180,000, respectively, in additional gross margin as a 
result of these services. The increase for the year ended December 31, 2017, includes $537,000 in gross 
margin from FPU and Peninsula Pipeline.
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Regulatory Proceedings

Eastern Shore Rate Case
In December 2017, Eastern Shore filed an uncontested settlement agreement for Its January 2017 base 
rate case filing with the FERC. Under the terms of the settlement agreement, Eastern Shore will recover 
the costs of its 2016 System Reliability Project, along with the cost of investments and expenses associated 
with various expansion, reliability and safety initiatives. Pursuant to the settlement agreement, which is 
now subject to the FERC’s review and action, Eastern Shore will record and recognize an increase in annual 
base rates of approximately $9.8 million, prior to any federal tax reform impact. The settlement agreement 
prescribes the methodology for adjusting these rates as a result of tax reform. For the twelve and three 
months ended December 31,2017, Eastern Shore recognized Incremental gross margin of $3.7 million and 
$2.7 million, respectively.

Delaware Division Rate Case
In December 2016, the Delaware PSC approved a settlement agreement, which, among other things, 
provided for an increase in the Company's Delaware division revenue requirement of $2.3 million and a 
rate of return on common equity of 9.75 percent. The new authorized rates went into effect on January 1, 
2017. For the year and three months ended December 31,2017, the Company recorded incremental gross 
margin of approximately $831,000 and $413,000, respectively, related to the rate case.

Electric Limited Proceeding
In July 2017, FPU filed a petition with the Florida PSC for the recovery of a limited number of investments 
and associated costs related to reliability, safety and modernization initiatives for its electric distribution 
systems, as well as the investment and costs associated with the previously filed Florida Power & Light 
interconnect project. In December 2017, the Florida PSC approved FPU’s electric limited proceeding filing 
via a settlement agreement, including a $1.6 million annualized rate increase effective for meter reads 
beginning in early January 2018. This increase will continue at least until the last billing cycle of December 
2019. For the quarter and year ended December 31, 2017, additional margin of $94,000 was generated. 
The settlement agreement prescribes the methodology for adjusting the new rates as a result of the recent 
federal tax reform.

Major Projects and Initiatives Currently Underway 

2017 Expansion Project
This project will expand Eastern Shore's firm service capacity by 26 percent, providing 61,162 Dts/day of 
additional firm natural gas transportation service on Eastern Shore's pipeline system with an additional 
52,500 Dts/day of firm transportation service at certain Eastern Shore receipt facilities pursuant to 
precedent agreements entered into with existing customers. The Company expects to invest approximately 
$117.0 million in this expansion project, which will generate approximately $15.8 million of gross margin in 
the first full year after the new transportation services go into effect. In October 2017, the FERC issued a 
Certificate of Public Convenience and Necessity authorizing Eastern Shore to construct and operate the 
proposed 2017 Expansion Project. In December 2017, theTETLP interconnect was placed into service, as 
requested, In conjunction with this interconnect going into service. Eastern Shore recognized incremental 
gross margin of $433,000, including interim services, for the year ended December 31,2017. The remaining 
segments of the 2017 Expansion Project are expected to be placed into service in various phases over the 
second through fourth quarters of 2018.
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Northwest Florida Expansion Project
Peninsula Pipeline and the Company's Florida natural gas division are constructing a pipeline in Escambia 
County, Florida, that will interconnect with the FGT interstate pipeline. The project consists of 33 miles of 
12-inch transmission line from the FGT interconnect along with 4.7 miles of 10-inch transmission line that 
will be operated by Peninsula Pipeline and 4.8 miles of 8-inch lateral distribution lines that will be operated 
by the Company’s Florida natural gas division. The Company has signed agreements to serve two large 
customers and continues to market to other customers close to the facilities. The estimated annual gross 
margin from this project is $6.0 million, and the project is currently expected to be in service by the end of 
the second quarter of 2018. The Company is currently in negotiations with several customers to provide 
additional services that could, if finalized, necessitate a capacity increase in this expansion project and, 
therefore, generate additional gross margin.

(Palm Beach County) Belvedere, Florida Project
Peninsula Pipeline is constructing a pipeline in Palm Beach County, Florida, that will interconnect with FGT's 
pipeline. The project consists of approximately two miles of transmission pipe that will bring gas directly to 
FPU’s distribution system in West Palm Beach. Completion of this project is expected by the end of the 
third quarter of 2018. Estimated annual gross margin associated with the project is approximately 
$600,000.

Other Natural Gas Growth - Distribution Operations
Customer growth for the Deimarva natural gas distribution operations generated $1.6 million and $594,000 
in additional gross margin for the year and quarter ended December 31, 2017, respectively, compared to 
the same periods in 2016. The average number of residential customers on the Deimarva Peninsula 
increased by 3.8 percent in 2017 compared to 2016.

Florida natural gas distribution operations generated $1.2 million and $197,000 in additional gross margin 
for the year and quarter ended December 31, 2017, respectively, compared to the same periods in 2016, 
with approximately two-thirds of the margin growth generated from commercial and industrial customers 
and one-third of the margin growth generated from new residential customers.
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Weather and Consumption
Colder temperatures during the fourth quarter of 2017 increased customer consumption and generated 
$1.9 million in additional gross margin compared to 2016. Although 2017 was warmer than the prior year, 
colder temperatures in the fourth quarter generated additional margin for the year of $578,000. Compared 
to normal, weather for the quarter and year ended 2017 was warmer, which reduced gross margin by $2.0 
million and by $1.0 million for the year and fourth quarter, respectively. The following table summarizes the 
heating degree-days ('HDD") and cooling degree-days ("CDD") information for the years and quarters 
ended December 31, 2017 and 2016 and shows variances between actual and “Normal” (10-year average) 
HDD and CDD for those periods.

HDD and CDD Information

For the Periods Ended December 31, 2017 2016 Variance Q4 2017 Q4 2016 Variance

Delmarva
Actual HDD 3,800 3,979 (179) 1,538 1,389 149
10-Year Average HDD ("Normal") 4,374 4,453 .09) 1,529 1,533 : (4)

Variance from Normal (574) (474) 9 (144)

Florida
Actual HDD 533 672 (139) 235 158 77
10-Year Average HDD ("Normal") 818 828 (10) 263 275 (12)
Variance from Normal (285) (156)

•• "■ ' (28) (117)

Ohio . M ■

Actual HDD 5,126 5,529 (403) 2,057 1,936 121
10-Year Average HDD ("Normal") 5,914 5,918 . (4) 2,048 2,055 . (7)
Variance from Normal (788) (389) 9 (119)

Florida
Actual CDD 3,013 3,152 (139) 407 360 : 47
10-Year Average CDD ("Normal") 2,865 2,820 45 286 272 14
Variance from Normal 148 332 121 88
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Note: The Company continually refines and updates its weather calculations. These refinements may result 
in the annual impact varying from the aggregate of the quarterly variances previously disclosed.

Propane Results
The Company's Florida and Delmarva Peninsula propane distribution operations continue to pursue a multi
pronged growth strategy, which includes targeting retail and wholesale customer growth in existing markets, 
both organically and through acquisitions; incremental growth from recent and planned start-ups in new 
markets, targeting new community gas systems in high growth areas; further build-out of the Company’s 
propane vehicular platform through its Alliance AutoGas fueling stations; and optimization of its supply 
portfolio to generate incremental margin opportunities. Over the years, the Company has been focused on 
meeting customer energy demand. It has created a portfolio of offerings regardless of whether the customer 
is served via a pipeline or through an individual tank. Alliance AutoGas is the Company's most recent 
offering that meets customers’ demands for clean-burning fuel alternatives.

These operations generated $2.8 million and $1.4 million in incremental margin for the year and quarter 
ended December 31. 2017, respectively, compared to the same periods in 2016. Higher volume due to 
colder weather in the latter part of December 2017 was the most significant driver for the quarter. In 
addition, successful marketing initiatives led to increased volumes sold and revenues from service 
contracts. Supply management initiatives, including favorable hedging of propane purchases, have 
facilitated improvement in retail propane margins as well as opportunities to generate incremental margin 
from wholesale sales.

The following tables summarize gross margin for the Company's propane distribution operations for the 
year and quarter ended December 31, 2017;

For the Year Ended
Growth in wholesale propane margins and sales
Increased customer consumption driven by growth and other factors
Higher retail propane margins per gallon
Higher service contract revenue
Additional growth in Alliance AutoGas
Additional customer consumption - weather
Other

Gross Margin Increase
12/31/2017______

678
657
645
248
171
122

________________ 279
2,800

For the Quarter Ended
Additional customer consumption - weather
Higher retail propane margins per gallon
Increased customer consumption driven by growth and other fectors 
Other

12/31/2017
694
527
97
82

1,400
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PESCO
PESCO markets and sells natural gas to wholesale, industrial and commercial customers and manages 
natural gas storage and transportation assets in several regions. PESCO also provides management of 
storage and transportation assets for natural gas producers and regulated utilities. These management 
transactions typically involve the release of storage and/or transportation capacity in combination with either 
an obligation to purchase and/or deliver natural gas.

In conjunction with the active management of these contracts, PESCO generates financial margin by 
identifying market opportunities and simultaneously entering into natural gas purchase/sale, storage or 
transportation contracts and/or financial derivatives contracts. The financial derivatives contracts consist 
primarily of exchange-traded futures that are used to manage volatility in natural gas market prices. 
Volatility in PESCO’s recorded gross margin and operating income can occur over periods of time due to 
changes in the value of financial derivatives contracts prior to the time of the settlement of the financial 
derivatives and the purchase or sale of the underlying physical commodity. Derivatives accounting does 
not impact the economic gains or losses arising from the purchase/sale contracts. PESCO’s results may 
also fluctuate based on the actual demand of its customers, relative to its initial estimates of their demand, 
and PESCO's ability to manage its supply portfolio considering weather and otherfactors, including pipeline 
constraints.

In April 2017, PESCO entered Into 3-year asset management agreements with the Company's Delmarva 
Peninsula natural gas distribution operations, whereby PESCO manages a portion of their natural gas 
transportation and storage capacity. In the fourth quarter, PESCO executed financial derivatives contracts 
to lock in margin associated with a specified quantity of natural gas to be delivered in the first quarter of 
2018. As regional natural gas prices rose suddenly at the end of the fourth quarter, the financial derivatives 
contracts were valued based on MTM accounting at year end, and an unrealized loss was recorded. Upon 
their settlement during the first quarter of 2018, these derivatives contracts will be matched against the 
physical contracts with the margin realized at that time.

For the year and quarter ended December 31,2017, PESCO's gross margin decreased by $2.4 million and 
$4.2 million, respectively, largely due to the $5.8 million of unrealized MTM loss related to financial 
derivatives contracts that were valued at the end of the year. This loss was offset by $3.4 million and $1.6 
million for the year and quarter ended December 31, 2017, respectively, from: (a) additional gross margin 
generated primarily from natural gas sales to end users within one Columbia Gas of Ohio customer pool 
under a supplier agreement, which expired on March 31, 2017, and (b) increased margin from commercial 
and industrial customers served in Florida.

PESCO utilizes hedge accounting to better match the hedged items and the hedging instruments, when 
appropriate, and, in those situations where hedge accounting is not appropriate, the Company utilizes MTM 
accounting. The Company will be adopting the updated hedge accounting standard in 2018, which it 
expects will reduce the MTM volatility in PESCO’s results due to better alignment of risk management 
activities and financial reporting, risk component hedging and certain other simplifications of hedge 
accounting guidance. PESCO’s results for the year and fourth quarter of 2017, adjusted for the unrealized 
MTM loss were as follows:
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Gross Margin Operating Income

For the period ended December 31,
(in thousands)
As Reported 
Unrealized MTM loss 
Adjusted totals excluding unrealized MTM loss $

2017
Fourth
Onflrter 2017

Fourth
Oiiartftr

$ 2,212 $ (3,537) S (3,147) $ (5,328)
5,783 5,765 5,783 5,765

. 7,995 $ 2,228 $ 2,636 $ 437

Xeron
As disclosed previously, Xeron's operations were wound down during the second quarter of 2017. 
Operating income for the year and quarter ended December 31, 2017, improved by $880,000 and 
$854,000, respectively, due to the absence of the trading losses experienced in 2016. As part of the wind 
down, the Company incurred non-recurring employee severance costs and other costs associated with the 
termination of leased office space in Houston, Texas. These expenses were recorded in other expense. 
The Company does not anticipate incurring any additional costs that will have a material impact associated 
with winding down Xeron's operations.

Positioning the Company for Future Growth

Resource Allocation
To support and continue its growth, the Company has expanded, and will continue to expand, its resources 
and capabilities. Eastern Shore continues to significantly expand its transmission system, and has therefore 
increased its staffing. Growth in non-regulated energy businesses, including Aspire Energy, PESCO and 
Eight Flags, requires additional staff as well as corporate resources to support the increased level of 
business operations. Finally, to allow the Company to continue to identify and move growth initiatives 
forward and to manage their integration into Chesapeake Utilities' growing portfolio, resources have been 
added in the Company's corporate shared services departments. In the twelve and three months ended 
December 31, 2017, the Company's staffing and associated costs increased by $8.0 million and $3.3 
million, or 10.4 percent and 4.4 percent, respectively, compared to the same periods in 2016. The Company 
requested recovery of most of Eastern Shore's increased staffing costs in its 2017 rate case filing, for which 
we have filed an uncontested settlement agreement with the FERC. The Company is prudently managing 
the pace and magnitude of the investments being made, while ensuring that it appropriately expands its 
human resources and systems capabilities to manage current growth and to identify and capitalize on future 
growth opportunities. In support of these financial goals, the Company continues to pursue investments 
that are typically earnings accretive within the first twelve months.

Financing the Growth
Chesapeake Utilities’ target ratio of equity to total capitalization, including short-term borrowings, is between 
50 and 60 percent. This target capital structure ensures that the Company maintains a strong balance 
sheet to support continued growth. Over the past several years, the Company has been deploying 
increased amounts of capital on new projects, many of which have longer construction periods. The 
Company seeks to align the permanent financing of these capital projects with the in-service dates to the 
extent feasible.
Accordingly, the Company has utilized increasing amounts of short-term debt to fund these projects. In 
2016, shortly after the completion of Eight Flags' CHP plant and several other key growth projects, the 
Company completed a $59.8 million public offering of its common stock, pursuant to which the number of
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outstanding shares increased by 960,488. This increase in outstanding shares lowered EPS by 
approximately $0.16 per share for the twelve months ended December 31,2017.

As several large projects were completed In 2017, the Company also refinanced $70.0 million of short-term 
debt as 3.25 percent senior notes. While very competitively priced, the refinancing resulted in increased 
interest expense of $1.6 million, or $0.06 per share. The Company has also recently executed a $100 
million shelf agreement with New York Life Investors LLC, pursuant to which $100 million of new senior 
notes will be issued in two tranches in 2018 at an average interest rate of 3.53 percent. The Company 
expects to access additional permanent capital to align the financing with new investments and to maintain 
a solid balance sheet to support future capital deployment.
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Chesapeake Utilities Corporation and Subsidiaries 
Condensed Consolidated Statements of Income (Unaudited)

For the Periods Ended December 31, 2017 and 2016
(in thousands, except shares and per share data)

Year Ended Fourth Quarter
2017 2016 2017 2016

Operating Revenues
Regulated Energy $ 326,310 $ 305,689 $ 87,957 $ 79,059
Unregulated Energy 324,595 203,778 104,133 67,417
Other businesses and eliminations (33,322) (10,607) (11,687) (4,602)

Total Operating Revenues 617,583 498,860 180,403 141,874
Operating Expenses

Regulated energy cost of sales 118,769 109,609 31,563 28,425
Unregulated energy and other cost of sales 219,145 128,434 73,819 43,291
Operations 127,571 117,571 34,582 32,200
Maintenance 12,701 12,391 3,331 3,466
Gain from a settlement (130) (130) — —
Depreciation and amortization 36,599 32,159 9,331 8,667
Other taxes 17,085 14,730 4,513 4,006

Total operating expenses 531,740 414,764 157,139 120,055
Operating Income 85,843 84,096 23,263 21,819
Other expense (765) (441) (121) (372)
Interest charges 12,645 10,639 3,513 2,643
Income Before Income Taxes 72,433 73,016 19,629 18,804
Income taxes 14,309 28,341 (6,472) 6,941
Net Income $ 58,124 $ 44,675 $ 26,101 $ 11,863

Weighted Average Common Shares Outstanding:
Basic 16,336,789 15,570,539 16,344,442 16,302,021
Diluted 16,383,352 15,613,091 16,397,332 16,349,110

Earnings Per Share of Common Stock:
Basic $ 3.56 $ 2.87 $ 1.60 $ 0.73
Diluted $ 3.55 $ 2.86 $ 1.59 $ 0.73
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Chesapeake Utilities Corporation and Subsidiaries

Consolidated Balance Sheets (Unaudited)
As of December 31,

Assets 2017 2016
(in thousands, except shares and per share data)
Property, Plant and Equipment
Regulated energy $ 1,073,736 $ 957,681
Unregulated energy 210,682 , J96'800
Other 27,699 21,114

Total property, plant and equipment 1,312,117 1,175^595

Less: Accumulated depreciation and amortization (270,599) (245,207)
Plus: Construction work in progress 84,509 56;276

Net property, plant and equipment 1,126,027 986,664
Current Assets
Cash and cash equivalents 5,614

• : ;

4,178
Accounts receivable (less allowance for uncollectible accounts of $936 and $909, 
respectively) 77,223 62,803

u
Accrued revenue 22,279 16,986
Propane inventory, at average cost ' ■ :8,324' . ' 6,457
Other inventory, at average cost 12,022 4,576
Regulatory assets 10,930 7,694
Storage gas prepayments 5,250 5,484
Income taxes receivable . . . 14,778' 212,888
Prepaid expenses 13,621 6,792
Derivative assets, at fair value . 1,286 ■ 823
Other current assets 7,260 2,470

Total current assets 178,587 14:1,151
Deferred Charges and Other Assets
Goodwill 22,104 l|i070
Other intangible assets, net 4,686 1,843
Investments, at fair value 6,756 4,902
Regulatory assets 75,575 76,803
Receivables and other deferred charges r 3,699 j2.786

Total deferred charges and other assets 112,820 101,404

TotalAssets - $■ 1,417,434 $ 1,229,219
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Chesapeake Utilities Corporation and Subsidiaries

Consolidated Balance Sheets (Unaudited)
'As of December 31,

Capitalization and Liabilities 2017 2016
(in ihousafids, except shares and per share data)
Capitalization

Preferred stock, par value $0.01 per share (authorized 2,000,000 shares), no shares 
issued and outstanding $ — $ __
Common stock, par value $0.4867 per share (authorized 50,000,000 shares) 7,955 7,935
Additional paid-in capital 253,470 250,967

Retained earnings 229,141 192,062

Accumulated other comprehensive loss (4,272) (4,878)

Deferred compensation obligation 3,395 2,416

Treasury stock (3,395) (2,416)

Total stockholders' equity 486,294 446,086
Long-term debt, net of current maturities 197,395 136,954

Total capitalization 683,689 583,040

Current Liabilities
Current portion of long-term debt 9,421 12,099

Short-term borrowing 250,969 209,871

Accounts payable 74,688 56,935
Customer deposits and refunds 34,751 29,238

Accrued interest 1,742 1,312
Dividends payable 5,312 4,973

Accrued compensation 13,112 10,496

Regulatbiy liabilities 6,485 1,291

Derivative liabilities, at fair value 6,247 773

Other accrued liabilities 10,273 7,063

Total current liabilities 413,000 334,051

Deferred Credits and Other Liabilities
Deferred income taxes 135,850 222,894

Regulatory liabilities 140,978 43,064

Environmental liabilities 8,263 8,592

Other pension and benefit costs 29,699 32,828

Deferred investment tax credits and Other liabilities 5,955 4,750

Total deferred credits and other liabilities 320,745 • 312,128

Total Capitalization and Liabilities S 1,417,434 $ 1,229,219
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Chesapeake Utilities Corporation and Subsidiaries 
Distribution Utility Statistical Data (Unaudited)

For the Three Months Ended December 31,2017 For the Three Months Ended December 31.2010

Operating Revennes 
(in thousands)

Delmarva
NG

Distribution

Chesapeake 
Utilities' 

Honda NG FPU NG Distribution FPU Electric Distribution

Delmarva
NG

Distribution

Chesapeake 
Utilities' 

norida NGOivi îAel
FPU NG Distribution FPU Electric Distribution

Residential S 14,854 $ 1,435 S 8,157 S 10,166 $ 12,767 S t,312 $ 7,442 $ 9,548
Commercial 7,860 1093 7,170 9,951 6,697 1,323 7,657 ; i 9.890
Industrial 2036 1,676 5,921 1,609 2,146 i,666 5,185 1,343

Other(1) 5,090 1,039 (444) (1,640) 2,574 1,040 348 :;(2,095)

Total Operating Revenues S 30,040 S 5,643 S 20,804 5 20,086 $ 24,184 $ 5,341 $ 20,632 S 18,686

Volumes (in Dts for natural gas and MWHs for electric) *' :
Residential 792,602 86,682 327,815 66,998 732,491 82,560 314,989 61,963
Commercial 829,713 1,165,579 436072 74,689 867,780 1.942.337 499,922 171,258

Industrial 1,375,672 3,042,088 1,171,381 15,130 1,352,489 2,600,411 1,106,017 12,230

Other 29,142 - 593,768 1,885 . 24,514 — 451,014 ^ 1,906
Total 3,027,129 4,294,349 2,529,236 158,702 2.977.274 4,625,308 2,371,942 147,357

Average Customers r

Residential 69032 15,967 54,704 24,648 66,867 15,453 53,555 24,351

= Commercial 6048 1,435 3fi6i 9001 6,746 I.3W 4,200 i 7,420
Industrial 155 80 2,186 2 131 73 1,864 2

Other 3 _ 3 — 6 ' — 2 —
Total 76,538 17,482 60,855 33,951 73,750 16,925 59,621 31,773

For the Year Ended December 31,2017 For the Year Ended December 31,2016

Operating Revenues
l?n thousands)

Chesapeake Chesapeake
NG Utilities' FPUNG FPU Electric NG Utilities'

FPU NG FPU ElectricDistribution Florida NG Distribution Distribution Distribution Florida NG Distribution Dbtribution

Residential S 57365 S 5,600 S 33,103 S 44,082 5 49.841 $ 5,289 S 28,040 $ 46,459
Commercial 31,585 5,756 30383 41,141 27,274 5,171 28.569 i 41,704
Industrial 7,619 6,535 21,647 3,561 7,420 6,474 20,583 3.497

Other(1) 3304 3,858 (S3S3) (S,9I8) 1,409 3,704 (2,266) : !(7.505)

Total Operating j 100,073 $ 21,749 $Revenues 79,680 S 82,866 $ 85,944 $ 20,638 $ 74,926 $ 84,155

Volumes (in Dts for natural gas and MWHs for electric) .
Residential 3,368.603 340,570 1350,413 291,510 3,227,594 342,964 1,308,906 303,654
Commercial 3374,975 5,156,823 1,863,147 304335 3,407,184 6,060,468 2,133,842 304,458

Industrial 5,125,633 11,561309 4,543,775 27380 5,032,872 11,005,835 4,294,573 29,700

Other 95,415 - 1,875,761 7,511 92,807 — •846,115 h.8,484

Total 11,864,626 17,058,702 9,633,096 630,636 11,760,457 17,409,267 8,583,436 646,296

Average Customers . ■ :

Residential 68,699 15,796 54,410 24,574 66,175 15,340 53,300 24,289
Commercial 6,845 1,421 4,054 7,908 6,746 1,393 4,236 '•7,404

Industrial 147 79 2,078 2 125 73 1,786 2

Other 5 — , 3 — 5 - 2 . —
Total 75,696 17,296 60,545 32,484 73,051 16,806 59,324 31,695

Operating Revenues from "Other" sources include unbilled revenue, under (over) recoveries of fuel cost, conservation revenue, other miscellaneous charges, fees for 
billing services provided to third parties and adjustments for pass-through taxes.
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The aggregate market value of the common shares held by non-afRIiafe^ -qf Chesapeake Utilities Corporation as of June 30,2017, the last business day of its 
most recently completed second fiscal quarter, based on the last trade price on tliat date, as’ reported by the New York Stock Exchange, was approximately $1.2 
billion.

The number of shares of Chesapeake Utilities Corporation’s common stock outstanding as of February 20,2018 was 16,344,442.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Proxy Statement for the 2018 Annual Meeting of Stockholders are incorporated by reference in Part II and Part III, which Proxy Statement shall 
be filed with the Securities and Exchange Commission within 120 days after the end of registrant's fiscal year ended December 31,2017.
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Glossary of Definitions

AFUDC; Allowance for funds used during construction

Amendment; The Second Amendment to the Rights Agreement, which was executed on February 27,2018, and which has the 
effect of terminating the Rights Agreement at 5:00 P.M.^ N.ew York City time on that date.

ARM: ARM Energy Management, LLC, anatural gas supply and supply management company servicing commercial and industrial 
customers in Western Pennsylvania, which sold certain assets to PESCO in August 2017

ASC: Accounting Standards Codification

ASU: Accounting Standards Update

Aspire Energy: Aspire Energy of Ohio, LLC, a wholly-owned subsidiary of Chesapeake Utilities, into which Gatherco merged 
on April 1,2015

AutoGas: Alliance AutoGas, a national consortium of companies providing an industry-leading complete program for fleets 
interested in shifting from gasoline to clean-burning propane, of which Sharp is a member

CDD: Cooling degree-day, which is the measure of the variation in weather based on the extent to which the daily average 
temperature (from 10:00 am to 10:00 am) is above 65 degrees Fahrenheit

Central Gas: Central Gas Company of Okeechobee, Incorporated, a propane distribution provider in Southeast Florida, which 
sold certain assets to Flo-gas in December 2017

CGC: Consumer Gas Cooperative, an Ohio natural gas cooperative

Chesapeake or Chesapeake Utilities: Chesapeake Utilities Corporation, its divisions and subsidiaries, as appropriate in the 
context of the disclosure

Chesapeake Pension Plan: A defined benefit pension plan sponsored by Chesapeake Utilities

Chesapeake Postretirement Plan: An unfunded postretirement health care and life insurance plan sponsored by Chesapeake 
Utilities

Chesapeake SERP: An unfunded supplemental executive retirement pension plan sponsored by Chesapeake Utilities

Chesapeake Service Company: Chesapeake Service Company, a wholly-owned subsidiary of Chesapeake Utilities and the parent 
company of Skipjack, CIC and ESRE

Chipola: Chipola Propane Gas Company, Inc., a propane distribution service provider in Northwest Florida, which sold certain 
assets to Flo-gas in August 2017

CHP: Combined heat and power plant

CIAC: Contributions from customers that are used to construct facilities

CIC: Chesapeake Investment Company, a wholly-owned subsidiary of Chesapeake Service Company, which is an investment 
company incorporated in Delaware

Columbia Gas; Columbia Gas Transmission, LLC, an unaffiliated interstate pipeline interconnected with Eastern Shore’s pipeline 

Columbia Gas of Ohio: An unaffiliated local distribution company based in Ohio

Company: Chesapeake Utilities Corporation, its divisions and subsidiaries, as appropriate in the context of the disclosure 

CP: Certificate of Public Convenience and Necessity

Credit Agreement: The Credit Agreement dated October 8, 2015, among Chesapeake Utilities and the Lenders related to the 
Revolver

Degree-day: A degree-day is the measure of the variation in the weather based on the extent to which the average daily temperature 
(from 10:00 am to 10:00 am) falls above or below 65 degrees Fahrenheit



Table of Contents

Delaware Division: Chesapeake Utilities' natural gas distribution operation serving customers in Delaware

Delmarva Peninsula: Apeninsula on theeast coast ofthe United States ofAmerica occupied by Delaware and portions ofMaryland 
and Virginia

Delmarva Peninsula natural gas distribution: Chesapeake Utilities' natural gas distribution operations, which includes the 
Delaware Division, Chesapeake Utilities' Maryland division, and Sandpiper

Dodd-Frank Act: The Dodd-Frank Wall Street Reform and Consumer Protection Act

DNREC: Delaware Department of Natural Resources and Environmental Control

Dt(s): Dekatherm(s), which is a natural gas unit of measurement that includes a standard measure for heating value 

Dts/d: Dekatherms per day

Eastern Shore: Eastern Shore Natural Gas Company, a wholly-owned interstate natural gas transmission subsidiary of Chesapeake 
Utilities

EGWIC: Eastern Gas & Water Investment Company, LLC, an affiliate of Eastern Shore Gas Company

Eight Flags: Eight Flags Energy, LLC, a subsidiary of Chesapeake OnSight Services, LLC, which owns and operates a CHP 
plant on Amelia Island, Florida, that supplies electricity to FPU and industrial steam to Rayonier

EPA: United States Environmental Protection Agency

ESG: Eastern Shore Gas Company and its affiliates

ESRE: Eastern Shore Real Estate, Inc., a wholly-owned subsidiary of Chesapeake Utilities that owns and leases office buildings 
in Delaware and Maryland to divisions and subsidiaries of Chesapeake Utilities

FASB: Financial Accounting Standards Board

FERC: Federal Energy Regulatory Commission, an independent agency of the United States government that regulates the 
interstate transmission of electricity, natural gas, and oil

FDEP: Florida Department of Environmental Protection

FDOT: Florida Department of Transportation

FGT: Florida Gas Transmission Company

Flo-gas: Flo-gas Corporation, a wholly-owned subsidiary of FPU

Florida Division: Chesapeake Utilities' natural gas distribution operation serving customers in Florida 

Fort Meade: Fort Meade natural gas division of FPU

FPL: Florida Power & Light Company, an unaffiliated electric company that supplies electricity to FPU

FPU: Florida Public Utilities Company, a wholly-owned subsidiary of Chesapeake Utilities

FPU Medical Plan: A separate unfunded postretirement medical plan for FPU sponsored by Chesapeake Utilities

FPU Pension Plan: A separate defined benefit pension plan for FPU sponsored by Chesapeake Utilities

GAAP: Accounting principles generally accepted in the United States ofAmerica

Gatherco: Gatherco, Inc., a corporation that merged with and into Aspire Energy on April 1,2015

GRIP: The Gas Reliability Infrastructure Program, a natural gas pipeline replacement program in Florida, pursuant to which we 
collect a surcharge from certain of our customers to recover capital and other program-related costs associated with the replacement 
of qualifying distribution mains and services

GSR: Gas Service Rates
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Gulf Power: Gulf Power Company, an unaffiliated electric company which supplies electricity to FPU

Gulfstream: Gulfstream Natural Gas System, LLC, an unaffiliated pipeline network that supplies natural gas to FPU

HDD: Heating degree-day, which is a measure of the variation in weather based on the extent to which the daily average temperature 
(from 10:00 am to 10:00 am) is below 65 degrees Fahrenheit

ICE: Intercontinental Exchange is an electronic trading platform

IGC: Indiantown Gas Company, a division of FPU

IRS; Internal Revenue Service

JEA: The unaffiliated community-owned utility located in Jacksonville, Florida, formerly known as Jacksonville Electric Authority

Lenders; PNC, Bank ofAmerica,N.A., Citizens BankN.A., Royal Bank of Canada, and Wells Fargo Bank, National Association, 
which are collectively the lenders that entered into the Credit Agreement with Chesapeake Utilities

MDE: Maryland Department of Environment

MetLife: MetLife Investment Advisors, an institutional debt investment management firm, with which we entered into the MetLife 
Shelf Agreement

MetLife Shelf Agreement: An agreement entered into by Chesapeake Utilities and MetLife pursuant to which Chesapeake Utilities 
may request that MetLife purchase, through March 2,2020, up to $150.0 million of unsecured senior debt at a fixed interest rate 
and with a maturity date not to exceed 20 years from the date of issuance

MetLife Shelf Notes: Unsecured senior promissory notes issuable under the MetLife Shelf Agreement

MGP: Manufactured gas plant, which is a site where coal was previously used to manufacture gaseous fuel for industrial, 
commercial and residential use

MTM: Fair value (mark-to-market) accounting required for derivatives in accordance with ASC 815 

MW; Megawatts, which is a unit of measurement for electric base load power or capacity

Non-Qualified Deferred Compensation Plan: Anon-qualified, deferredcompensation plan underwhich certain of our executives 
and members of the Board of Directors are able to defer payment of all or a part of certain specified types of compensation, 
including executive salaries, cash bonuses, executive performance shares and directors’ retainers

NYL: New York Life Investors LLC, an institutional debt investment management firm, with which we entered into the NYL 
Shelf Agreement

NYL Shelf Agreement: An agreement entered into by Chesapeake Utilities and NYL pursuant to which Chesapeake Utilities may 
request that NYL purchase, through March 2,2020, up to $100.0 million of unsecured senior debt at a fixed interest rate and with 
a maturity date not to exceed 20 years from the date of issuance

NYL Shelf Notes: Unsecured senior promissory notes issuable under the NYL Shelf Agreement 

NYSE: New York Stock Exchange
OPT Service: Off Peak < 30 or < 90 Firm Transportation Service, a tariff associated with Eastern Shore's firm transportation 
service that allows Eastern Shore to not schedule service for up to 30 or 90 days during the peak months of November through 
April each year

OTC: Over-the-counter

Peninsula Pipeline; Peninsula Pipeline Company, Inc., Chesapeake Utilities' wholly-owned Florida intrastate pipeline subsidiary

Peoples Gas: The Peoples Gas System division of Tampa Electric Company, an unaffiliated utility in Florida that has a joint 
pipeline with Peninsula Pipeline

PESCO: Peninsula Energy Services Company, Inc., Chesapeake Utilities’ wholly-owned natural gas marketing subsidiary 

PNC: PNC Bank, National Association, the administrative agent and primary lender for our Revolver
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Proxy Statement: Chesapeake Utilities’ definitive Proxy Statement to be filed no later than March 31, 2018, in connection with 
our Annual Meeting to be held on or about May 9,2018

Prudential: Prudential Investment Management Inc., an institutional investment management firm, with which we have entered 
into the Prudential Shelf Agreement

Prudential Shelf Agreement: An agreement entered into by Chesapeake Utilities and Prudential pursuant to which Chesapeake 
Utilities may request that Prudential purchase, through October 7,2018, up to $150.0 million of Prudential Shelf Notes at a fixed 
interest rate and with a maturity date not to exceed 20 years from the date of issuance

Prudential Shelf Notes: Unsecured senior promissory notes issuable under the Prudential Shelf Agreement

PSC: Public Service Commission, which is the state agency that regulates the rates and/or services provided by Chesapeake 
Utilities' natural gas and electric distribution operations in Delaware, Maryland and Florida and Peninsula Pipeline in Florida

RAP: Remedial Action Plan, which is a plan that outlines the procedures taken or being considered in removing contaminants 
from a MGP formerly owned by Chesapeake Utilities or FPU

Rayonler: Rayonier Performance Fibers, LLC, the company that owns the property on which Eight Flags' CHP plant is located, 
and a customer of the steam generated by the CHP plant

Retirement Savings Plan: Chesapeake Utilities' qualified 401(k) retirement savings plan 

Revolver: Our unsecured revolving credit facility with the Lenders

Rights Agreement: The Rights Agreement by and between the Company and BankBoston, N.A., dated August 20, 1999, as 
amended by that certain First Amendment to Rights Agreement by and between the Company and Computershare Trust Company 
N.A., as successor rights agent, dated September 12, 2008

Sandpiper: Sandpiper Energy, Inc., Chesapeake Utilities' wholly-owned subsidiary, which provides a tariff-based distribution 
service to customers in Worcester County, Maryland

Sanford Group: FPU and other responsible parties involved with the Sanford MGP site

SCO: Standard Choice Offer, a program offered by Columbia Gas of Ohio in which PESCO was selected as a natural gas supplier 
pursuant to a competitive auction to serve a pool of customers within Columbia Gas of Ohio's service territory from April 2016 
through March 2017

SEC: Securities and Exchange Commission

Senior Notes: Our unsecured long-term debt issued primarily to insurance companies on various dates 

Sharp: Sharp Energy, Inc., Chesapeake Utilities' wholly-owned propane distribution subsidiary 

Sharpgas: Sharpgas, Inc., a subsidiary of Sharp 

SICP: 2013 Stock and Incentive Compensation Plan

SIR: A system improvement rate adder designed to fund system expansion costs within the city limits of Ocean City, Maryland

Skipjack: Skipjack, Inc., a wholly-owned subsidiary of Chesapeake Service Company that owns and leases office buildings in 
Delaware and Maryland to affiliates of Chesapeake Utilities

S&P 500 Index: Standard & Poor’s 500 Index, a stock market index based on the market capitalization of 500 leading companies, 
which is intended to represent the overall composition of the economy

TCJA: Tax Cuts and Jobs Act of 2017, legislation passed by Congress and signed into law by the President on December 22, 
2017, which among other things reduced the corporate income tax rate from 35 percent to 21 percent, effective January 1,2018

TETLP: Texas Eastern Transmission, LP, an interstate pipeline interconnected with Eastern Shore's pipeline

Third Participation Agreement: An agreement signed by FPU and the Sanford Group, which provides for the funding of the 
final remedy approved by the EPA for the property owned by FPU in Sanford, Florida
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Transco: Transcontinental Gas Pipe Line Company, LLC, an interstate pipeline interconnected with Eastern Shore's pipeline 

Xeron: Xeron, Inc., an inactive subsidiary of Chesapeake Utilities, which previously engaged in propane and crude oil trading
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Parti

References in this document to “Chesapeake,” “Chesapeake Utilities,” the “Company,” “we,” “us” and “our” mean Chesapeake 
Utilities Corporation, its divisions and/or its wholly-owned subsidiaries, as appropriate in the context of the disclosure.

Safe Harbor for Forward-Looking Statements
We make statements in this Annual Report on Form 10-K that do not directly or exclusively relate to historical facts. Such statements 
are “forward-looking statements” witiiin the meaning of the Private Securities Litigation Reform Act of 1995. One can typically 
identify forward-looking statements by the use of forward-looking words, such as “project,” “believe,” “expect,” “anticipate,” 
“intend,” “plan,” “estimate,” “continue,” “potential,” “forecast” or other similar words, or future or conditional verbs such as 
“may,” “will,” “should,” “would” or “could.” These statements represent our intentions, plans, expectations, assumptions and 
beliefs about future financial performance, business strategy, projected plans and objectives of the Company. Forward-looking 
statements speak only as of the date they are made or as of the date indicated and we do not undertake any obligation to update 
forward-looking statements as a result of new information, future events or otherwise. These statements are subject to many risks 
and uncertainties. In addition to the risk factors described under Item I A, Risk Factors, the following important factors, among 
others, could cause actual future results to differ materially from those expressed in the forward-looking statements:

• state and federal legislative and regulatory initiatives (including deregulation) that affect cost and investment recovery, 
have an impact on rate structures, and affect the speed and the degree to which competition enters the electric and natural 
gas industries;

• the outcomes of regulatory, tax, environmental and legal matters, including whether pending matters are resolved within 
current estimates and whether the costs associated with such matters are adequately covered by insurance or recoverable 
in rates;
the impact of significant changes to current tax regulations and rates; 
the timing of certification authorizations associated with new capital projects; 
the ability to construct facilities at or below estimated costs;
changes in environmental and other laws and regulations to which we are subject and environmental conditions of property 
that we now, or may in the future, own or operate;
possible increased federal, state and local regulation of the safety of our operations;
general economic conditions, including any potential effects arising from terrorist attacks and any hostilities or other 
external factors over which we have no control;
long-term global climate change, which could adversely affect customer demand or cause extreme weather conditions that 
disrupt the Company's operations;
the weather and other natural phenomena, including the economic, operational and other effects of hurricanes, ice storms 
and other damaging weather events; 
customers' preferred energy sources;
industrial, commercial and residential growth or contraction in our markets or service territories; 
the effect of competition on our businesses;
the timing and extent of changes in commodity prices and interest rates; 
the ability to establish new, and maintain key, supply sources; 
the effect of spot, forward and future market prices on our various energy businesses;
the extent of our success in connecting natural gas and electric supplies to transmission systems and in expanding natural 
gas and electric markets;
the creditworthiness of counterparties with which we are engaged in transactions; 
the capital-intensive nature of our regulated energy businesses;
the results of financing efforts, including our ability to obtain financing on favorable terms, which can be affected by 
various factors, including credit ratings and general economic conditions;
the ability to successfully execute, manage and integrate merger, acquisition or divestiture plans; regulatory or other 
limitations imposed as a result of a merger; acquisition or divestiture, and the success of the business following a merger, 
acquisition or divestiture;
the impact on our costs and funding obligations, under our pension and other post-retirement benefit plans, of potential 
downturns in the financial markets, lower discount rates, and costs associated with the Patient Protection and Affordable 
Care Act;
the ability to continue to hire, train and retain appropriately qualified personnel; 
the effect of accounting pronouncements issued periodically by accounting standard-setting bodies; 
the timing and success of technological improvements; and
risks related to cyber-attacks or cyber-terrorism that could disrupt our business operations or result in failure of information 
technology systems.
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Item 1. Business.

Corporate Overview

Chesapeake Utilities Corporation is a Delaware corporation formed in 1947. We are a diversified energy company engaged, through our 
operating divisions and subsidiaries, in various energy and other businesses. We operate primarily on the Delmarva Peninsula and in 
Florida, Pennsylvania and Ohio and provide natural gas distribution, transmission, supply, gathering, processing and marketing; electric 
distribution and generation; propane distribution; steam generation; and other energy-related services.

OPERATING Segments

We operate within two reportable segments: Regulated Energy and Unregulated Energy. The remainder of our operations is presented as 
“Other businesses and eliminations."

The following chart shows our principal business structure by segment and other businesses:

Natwai Qas iMstr^wtion

Ches^a^e- DefaworeDhrisbri 
Marvlawl

Chesapeake-Marytand Division 
Sandpiper 

Honda
Chesapeake-fioridaDivision 

FPU
FPU- IndiantownOMsion 
FPU-FortMeadeOivision

Combined Heat And Power Plam (CHP) 
tightFi^

Natural Gas Marketine
PESCO

Electric Dtstributkm 
FPU

Natural Gas Gathetwe, Processine. 
Marketing, and Stvpiy 
Aspire EnerBVott>hio

Unregulated EnergyRegulated Energy Other Businesses

knercQinpaiiy Real Estate And Other 
Skipjack 

ESRE 
CIC

Natwal GasTransmisskm 
Eastern Shore- Interstate Pipeirie 

Pen j nsula Pipeliie - F torida Intrastate 
Pipeline

Delmarva Peninaia. Marvlanil and
Propane Distributm

The following table shows operating income for the year ended December 31,2017, and total assets as of December 31, 2017, for our 
operating segments and other businesses and eliminations:

(dollar’; in thousands)
Operating

Income Total Assets
Regulated Energy $ 73,160 $ 1,121,673
Unregulated Energy 12,477 261,541
Other businesses and eliminations , ^ 206 ,;H220
Total $ 85,843 $ 1,417,434

Additional financial information by business segment is set forth mltem 7, Management’s Discussion and Analysis of Financial Condition 
and Results ofOperation, and Item 8, Financial Statements and Supplementary Data (see Note 5, Segment Information, in the consolidated 
financial statements).

The following charts present operating income by type of energy delivered and areas served for the year ended December 31,2017 and 
average investment by type of energy delivered and areas served as of December 31,2017.
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investment is based investments for the 13-montii peiied ended December 3i, 2017.

Regulated energy

Regulated Energy is our largest segment and consists of: (i) our natural gas distribution operations in Delaware, Maryland and Florida; 
(ii) our electric distribution operations in Florida; and (iii) our natural gas transmission operations on the Delmarva Peninsula and in 
Florida. All operations in this segment are regulated, as to their rates and service, by the PSC having jurisdiction in each state in which 
we operate or by the FERC in the case of Eastern Shore. Our natural gas and electric distribution operations are local distribution utilities 
and generate revenues based on tariff rates approved by the PSC of each state in which we operate. The PSCs have also authorized our 
utilities to negotiate rates, based on approved methodologies, with customers that have competitive alternatives. Some of our customers 
in Maryland are, and will continue to be, served with propane through our underground propane distribution system under PSC-approved 
tariff rates until we complete the conversion of the system and these customers to natural gas. These customers are included in the 
Delmarva Peninsula natural gas distribution operation's results and customer statistics.
Eastern Shore generates revenues based upon the FERC-approved tariff rates. Eastern Shore is also authorized by the FERC to negotiate 
rates with its customers above or below the FERC-approved tariff rates. Peninsula Pipeline, our Florida intrastate pipeline subsidiary, is 
subject to regulation by the Florida PSC and has negotiated contracts with customers, including certain affiliates. Our rates are designed 
to provide the opportunity to generate revenues to recover all prudently incurred costs and provide a return on our rate base that is sufficient 
to pay interest on debt and a reasonable return for our stockholders. Each of our utilities has a rate base, which generally consists of the 
original cost of the utility’s plant less related accumulated depreciation, working capital and certain other assets. In certain jurisdictions, 
the rate base may also include deferred income tax liabilities and other additions or deductions.

The natural gas commodity market for Chesapeake Utilities' Florida Division and FPU’s Indiantown division is deregulated. Accordingly, 
marketers, rather than a traditional utility, sell natural gas to end-use customers in those jurisdictions. For all of our other local distribution 
utilities, we have fuel cost recovery mechanisms authorized by the PSCs that allow us to periodically adjust fuel rates to reflect changes 
in the wholesale cost of natural gas and electricity and to ensure we recover all of the costs prudently incurred in purchasing natural gas 
and electricity for our customers.
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Operational Hishlishts
The following table presents operating revenues, volumes and the average number of customers by customer class for our natural gas 
and electric distribution operations for the year ended December 31, 2017:

Oelmarva 
Natural Gas 
Distribution

Florida 
Natural Gas

; FPU 
: Electric Diitribution

Operating Revenues (in thousands)
Residential • k r'
Commercial
Industrial ■ •
Other"' ..................................

Total Operating revenues

Volumes (in Dts for natural gas/MWHs for electric) 
Residential 
Commercial 
Industrial 
Other

Total Volumes

Average Number of Customers"’
Residential : '
Commercial
Industrial ' •. /
Other

Total Average Customers

31,585 32%

3,504 3%

36,039 36 %

(1,495) (2)%

$ 44,082 
41,141 

3,561 
(5,918)

53 %
50%
4%

(7)%

$ 100,073 'TOOC'^''l01,429 100 % $ 82;866 100 %

3,368,603 28% 1,690,983 6% 291,510 46 %
3,274,975 28% _ 7,019,970 26% 304,235 48%
5,125,633 43% 16,105,084 60% 27,380 4%

95,415 1% 1,875,761 8% 7;511 2%
11.864.626 100% 26.691.798 100 % 630.636 100 %

68,699 ":9i% ' 70,206 90% 241574 77%
6,845 9% 5,475 7% 7,450 23 %
. 147 i V-2iI57;. , 3 % 2 — %

5 —% 3 — % — — %
75.696 ;iT 100% : 77.841;,''100 % 32.026 100 %

' ’ Operating Revenues from "Other" sources include unbilled revenue, under (over) recoveries of fuel cost, conservation revenue, other miscellaneous charges, fees for billing services provided 
to third parties, and adjustments for pass-through taxes.

Florida natural gas distribution includes Chesapeake Utilities’ Florida Division, FPU and FPU’s Indiantown and Fort Meade divisions.
Average number of customers is based on twelve-month average for the year ended December 31,2017.

The following table presents operating revenues and design day capacity for Eastern Shore for the year ended December 31,2017 and 
contracted firm transportation capacity at December 31,2017;

Eastern Shore
Operating Revenues (in thousantb)
Local distribution companies - affiliated $ 18,350 32%
Local distribution companies - non-affili^d - ^ ^ ■ 22,782:i 39 %
Commercial and industrial 20,485 35 %
Other"’ , .(3.847)iL- . (6)%

Total Operating Revenues $ 57,770 100 %

Contracted firm transportation capacity (in Dts/d)
Local distribution companies - affiliated "* ' " •** *• '■ ' 100,652^'' ' 43%

Local distribution companies - non-affiliated 66,182 28%
Commercial and industrial 67,923:: 29 %
Total 234,757 100 %

. ■ ' ^ : .. ■ '

Design day capacity (in Dts/d) 234,757 100 %
’ Eastern Shore's service to our local distribution affiliates is based on FERC-approved rates and is an integral component of the cost associated with providing natural gas supplies for those 

affiliates. We eliminate operating revenues of Eastern Shore against the cost of sales of those affiliates in our consolidated financial information; however, our local distribution affiliates include 
this amount in their purchased fuel cost and recover it through fuel cost recovery mechanisms.

Operating revenues from "Other" sources are from the rental of gas properties and reserve for rate case refund.

Peninsula Pipeline contracts with both affiliated and non-affiliated customers to provide firm transportation service. For the year ended 
December 31, 2017, operating revenues of Peninsula Pipeline were $7.2 million, of which $4.5 million was related to service to our 
affiliates, FPU and Eight Flags, under contracts which were previously approved by the Florida PSC. Peninsula Pipeline’s operating 
revenues from FPU and Eight Flags are eliminated against the cost of sales in our consolidated financial information; FPU, however, 
includes this amount in its purchased fuel cost and recovers it through the fuel cost recovery mechanism.
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As of December 31, 2017, our investments in our regulated operations were as follows; $136.5 million for Delmarva Peninsula natural 
gas distribution; $316.0 million for Florida natural gas and electric distribution; and $250.1 million for natural gas transmission.

Weather
Revenues from our residential and commercial sales are affected by seasonal variations in weather conditions, which directly influence 
the volume of natural gas and electricity sold and delivered. Specifically, customer demand substantially increases during the winter 
months, when natural gas and electricity are used for heating. For electricity, customer demand also increases during the summer months, 
when electricity is used for cooling. We measure the relative impact of weather by using a degree-day methodology accepted by the utility 
industry. Degree-day data is used to estimate amounts of energy required to maintain comfortable indoor temperature levels based on 
each day’s average temperature. Normal heating and cooling degree-days are based on the most recent 10-year average.
Our Maryland division and Sandpiper’s rates include a weather normalization adjustment for residential heating and smaller commercial 
heating customers. A weather normalization adjustment is a billing adjustment mechanism (or "decoupled" rate mechanism) that is 
designed to eliminate the effect of deviations from average seasonal temperatures on utility net revenues. Sandpiper received approval 
from the Maryland PSC to include in its rates a revenue normalization mechanism for residential heating and smaller commercial heating 
customers in 2016.
We do not currently have any weather or revenue normalization or “decoupled” rate mechanisms for our other local distribution utilities. 

Resulatorv Matters
The following table identifies the key regulatory agencies and highlights the most recent base rate proceeding information for each of 
our major utilities:

Chesapeake 
Utilities - 
Delaware 
Division

Chesapeake 
Utilities - 

Florida 
Division

FPU Natural 
Gas FPU Electric

Chesapeake 
Utilities - 
Maryland 
Division Eastern Shore Sandpiper

Regulatory Agency: Delaware PSC Florida PSC Florida PSC Florida PSC Maryland PSC FERC Maryland PSC

Commission Structure: 5 commissioners 5 commissioners 5 commissioners 5 commissioners 5 commissioners 5 commissioners 5 commissioner
Part-Time Full-Time Full-Time Full-Time Full-Time Full-Time Full-Time

Gubernatorial Gubernatorial Gubernatorial Gubernatorial Gubernatorial Presidential Gubernatorial

Base Rate Proceeding:

Appointment Appointment Appointment Appointment Appointment Appointment Appointment

Delay in collection of rates
subsequent to filing application 60 days 90 days 90 days 90 days 180 days Up to 180 days 180 days

Application date associated with
the most recent permanent rates 12/21/2015 07/14/2009 12/17/2008 07/03/2017 05/01/2006 1/27/2017 12/02/2015

Effective date of permanent rates 01/01/2017 01/14/2010 01/14/2010^’> 01/03/2018 12/01/2007 08/01/2017'^' 12/01/2017

Annual rate increase approved^®^ $2,250,000 $2,536,300 $7,969,000 $1,558,050 $648,000 $9,800,000'^’ N/A'^

Rate of return approved*^’ 9.75% 10.80%‘^> 10.85%‘^> 10.25%<^>-<-‘> 10.75%‘^> Not Stated'^' Not Stated
The effective date of the order approving the settlement agreement, which adjusted the rates originally approved on June 4,2009.
Eastern Shore filed an uncontested settlement agreement with the FERC in December 2017. FERC approved the settlement agreement by letter order on February 28, 
2018. The order will be deemed final upon the expiration of the right to rehearing on March 30,2018.
Allowed after-tax return on equity.
The terms of the settlement agreement for the FPU electric division limited proceeding with the Florida PSC prescribed an authorized return on equity range of 9.25 to 

11.25 percent, with a mid-point of 10.25 percent. The FPU electric division cannot file for a base rate increase prior to December 2019, unless its allowed return on equity 
is below the authorized range and it experiences an unanticipated and unforeseen event that impacts the annual revenue requirement in excess of $800,000 within any 
contiguous four-month period.
^^^The terms of the agreement include revenue neutral rates for the first year, followed by a schedule of rate reductions in subsequent years based upon the projected rate 
of propane to natural gas conversions.
‘‘^’ThetablereflectsrateincreasesandratesofretumapprovedpriortotheenactmentoftheTCJAon December 22,2017. Setltem8,FinancialStaiemenisandSupplementary 
Data G4ote 18, Rates and Other Regulatory Activities and Note 11, Income Taxes in the consolidated financial statements) for further discussion on the impact of this 
legislation on our regulated businesses.
‘^The Maryland PSC approved a declining return on equity that will result in a decline in our rates.

In addition to the base rates approved by the PSCs, certain of our local distribution utilities have additional surcharge mechanisms that 
were separately approved by their respective PSC. The most notable surcharge mechanisms include Delaware’s surcharge to increase the
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availability of natural gas in portions of eastern Sussex County, Delaware; Maryland's surcharge designed to recover the costs associated 
with conversions to natural gas and to improve infrastructure in Worcester County, Maryland; and Florida’s GRIP surcharge designed to 
recover capital and other costs, inclusive of an appropriate return on investment, associated with accelerating the replacement of qualifying 
distribution mains.

TCJA
At the end of December 2017, the United States Congress passed and the President signed into law, the TCJA, which is effective beginning 
with the 2018 tax year. Among other things, the TCJA substantially reduces the corporate income tax rate to 21 percent, effective January 
1,2018. Each state PSC, with jurisdiction over the areas that we serve, has issued, or is in the process of issuing, requests for information 
or orders directing utilities to make filings estimating the impacts of the TCJA on their respective costs to serve and to propose how the 
tax law changes are to be reflected in rates. We will comply with these orders and will make any necessary changes, as directed by the 
applicable PSC. The FERC has not yet issued any procedural orders on this matter; however, the settlement agreement that we filed with 
the FERC in December 2017 outlined the procedures and proposed customer rates in the event of tax reform. We believe that the ultimate 
resolution of these matters will not have a material impact on our financial position, operating results or cash flows.

See Item S, Financial Statements and Supplementary Data (Note 11, Income Taxes, and Note 18, Rates and Other Regulatory Activities, 
in the consolidated financial statements), for more information.

Competition

Our natural gas and electric distribution operations and our natural gas transmission operations compete with other forms of energy, 
including oil, propane and renewables. The principal competitive factors are price and, to a lesser extent, accessibility. Our natural gas 
distribution operations have several large industrial customers that are able to use fuel oil or propane as an alternative to natural gas. 
When oil or propane prices decline, these interruptible customers may convert to an alternative fuel source to satisfy their fuel requirements, 
and our sales volumes may decline. To address the uncertainty of alternative fuel prices, we use flexible pricing arrangements on both 
the supply and sales sides of our business to compete with alternative fuel price fluctuations.

Large industrial natural gas customers may be able to bypass our distribution and transmission systems and make direct connections with 
“upstream” interstate transmission pipelines when such connections are economically feasible. Certain large industrial electric customers 
may be capable of generating electricity for their own consumption. Although the risk of bypassing our systems is not considered 
significant, we may adjust services and rates for these customers to retain their business in certain situations.

Supplies. Transmission and StoraQe

We believe that the availability of supply and transmission of natural gas is adequate under existing arrangements to meet the needs of 
our customers.
Our Delaware, Maryland and Sandpiper divisions use their firm transportation resources to meet a significant percentage of their projected 
demand requirements. They purchase firm natural gas supplies to meet those projected requirements with purchases of base load, daily 
spot supplies and storage service. They have both firm and interruptible transportation service contracts with four interstate “open access” 
pipeline companies (Eastern Shore, Transco, Columbia Gas and TETLP) in order to meet customer demand. Their distribution system 
is directly interconnected with Eastern Shore’s pipeline, which is directly interconnected with the upstream pipelines of Transco, Columbia 
Gas and TETLR The following table summarizes the firm transportation agreements for Delaware and Maryland divisions:

Mavimiim Dailv Firm Contract
Division Counterparty TVansDortation Canacitv tDtsl Exoiration Date
Delaware.................... Eastern Shore 72,029 ■ n 2018-2028

Columbia Gas 10,960 2019-2020

Transco 21,423 ' ■ 2018-2028
.. !-l

TETLP 34,100 2027

Maryland Eastern Shore 26,673 2018-2027

Columbia Gas 4,200 ^ ’ 2018-2019

Transco 6,128 2018

TETLP 15,900 2027
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The Delaware and Maryland divisions also have the capability to use propane-air and liquefied natural gas peak-shaving equipment to 
supplement or displace natural gas purchases.

Our Delaware and Maryland divisions contract with our natural gas marketing subsidiary, PESCO, through an asset management 
agreement, to optimize their transportation and storage capacity and secure an adequate supply of natural gas. Pursuant to the three-year 
asset management agreement, the asset manager pays our divisions a fee, which our divisions share with their customers.

Sandpiper is a party to a capacity, supply and operating agreement with EGWIC to purchase propane, with a contract ending in May 
2019. Sandpiper's current annual commitment is estimated at approximately 2.7 million gallons. Sandpiper has the option to enter into 
either a fixed per-gallon price for some or all of the propane purchases or a market-based price utilizing one of two local propane pricing 
indices. Sandpiper also has 1,950 Dts of maximum daily firm transportation capacity available from Eastern Shore through contracts 
expiring on various dates between 2018 and 2027.

The following table summarizes the firm transportation agreements for our Florida Division and FPU:

Division

Florida Division

Counterparty

Gulfstream

Maximum Daily Firm 
Transportation Capacity tPts)

10,000

Contract 
Expiration Date

2022

FPU FGT

Peninsula Pipeline 
Peoples Gas System 

Florida City Gas

41,909-73,317

25,000 - 32,000 
2,660 
300

2020 - 2041 
2033 -2038 
2024 - 2035 

2032
Pursuant to a capacity release program approved by the Florida PSC, all of the capacity under this agreement has been released to various third parties, including PESCO. 

Under the terms of these capacity release agreements, Chesapeake Utilities is contingently liable to Gulfstream should any party, that acquired the capacity through release, 
fail to pay the capacity charge.

FPU uses gas marketers and producers to procure all of its gas supplies to meet projected requirements. FPU also uses Peoples Gas to 
provide wholesale gas sales service in areas far from FPU's interconnections with FGT.
Eastern Shore has three agreements with Transco for a total of 7,292 Dts/d of firm daily storage injection and withdrawal entitlements 
and total storage capacity of288,003 Dts. These agreements expire on various dates between 2018 and 2023. Eastern Shore retains these 
firm storage services in order to provide swing transportation service and firm storage service to customers requesting such services.
During 2017, FPU purchased wholesale electricity primarily from three main suppliers: JEA, Gulf Power and Eight Flags. As of January 
2018, FPU purchases its wholesale electricity primarily from Gulf Power, FPL and Eight Flags. The following table summarizes the 
supply contracts for FPU:

Coumterpartv 
Gulf Power 

FPL

Eight Flags 
Rayonier

WestRock Company

Contracted Amount IMWl 
Full Requirement 
Full Requirement 

21

1.7 to 3.0 
As-available

Contract Expiration Date

2019
2024
2036
2036
N/A

The Gulf Power contract provides generation and transmission service to the Northwest Florida service territory. The FPL contract 
provides generation and transmission service to the Northeast Florida service territory. The electricity purchased from Eight Flags, 
Rayonier and WestRock Company serves a portion of FPU's electric distribution customers' base load in Northeast Florida.

Unregulated Energy

Our Unregulated Energy segment provides: (i) propane distribution; (ii) natural gas marketing; (iii) unregulated natural gas supply, 
gathering and processing; (iv) electricity and steam generation; and (v) other unregulated eneigy-related services to customers. Revenues 
generated from this segment are not subject to any federal, state or local pricing regulations. Our businesses in this segment typically 
complement our regulated energy businesses based on the products and services they sell.
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Provane Distribution
Our propane distribution operations sell propane to residential, commercial/industrial, and wholesale customers, including AutoGas 
customers, in Delmarva and southeastern Pennsylvania, through Sharp and Sharpgas, and in Florida through FPU and Flo-gas. Many of 
our propane distribution customers are “bulk delivery” customers. We make deliveries of propane to the bulk delivery customers as 
needed, based on the level of propane remaining in the tank located at the customer’s premises. We invoice and record revenues for our 
bulk delivery service customers at the time of delivery, rather than upon customers’ actual usage, since the customers typically own the 
propane gas in the tanks on their premises. We also have underground propane distribution systems serving various neighborhoods and 
communities. Such customers are billed monthly based on actual consumption, which is measured by meters installed on their premises. 
In Florida, we also offer metered propane distribution service to residential and commercial customers. We read the meters on such 
customers' tanks and bill customers monthly. As a member of AutoGas, Sharp and AutoGas install and support propane vehicle conversion 
systems for vehicle fleets. Sharp continues to convert fleets to bi-fiiel propane-powered engines and provides onsite fueling infrastructure.

Propane Distribution - Operational Hishli2hts

For the year ended December 31,2017, operating revenues, volumes sold and average number of customers by customer class for our 
Delmarva Peninsula and Pennsylvania and Florida propane distribution operations were as follows:

Delmarva Peninsula and 
Pennsylvania i jpiorida

Operating Revenues (in thousands)
Residential bulk $ 21,051 28% $ : 6,123 28%

Residential metered 7,904 11% 4,735 22%

Commercial bulk 13,655 18% : 5,104 23%

Commercial metered — ~% 2,119 10%
Wholesale 24,667 33% h 920 4%
AutoGas 2,318 3% — —%
Other .5,033 . 7% j 2,946 13%

Total Operating Revenues $ 74.628 100% $ 21,947 100%

Volumes (in thousands of gallons)
Residential bulk . •• . '• 8,718 17% . . - ; 1,433 23%

Residential metered 3,352 6% 893 14%

Commercial bulk ... -
9,032 18% .2,371 37%

Commercial metered — —% 827 13%
Wholesale 24,463 48% 812 13%
AutoGas 2,159 4% — —%
Other ..r-' v:: ■ 7% ' • "V ’ — —%

Total Volumes 51.224 100% 6,336 100%

Average Number of Customers
Residential bulk . 25,452-, 66% ; 9,059 55%

Residential metered 8,669 23% 6,089 37%

Commercial bulk 4,166 11% : 930 6%

Commercial metered — —% 278 2%
Wholesale 35,' . —% 8 —%
AutoGas 74 ~% — —%

Total Average Customers 38,396 " 100% 16,364 100%

Operating revenues from "Other" sources include revenues from energy-related merchandise; customer loyalty programs; delivery, service and appliance fees; 
and unbilled revenues.

® Average number of customer is based on twelve-month average for the year ended December 31,2017.

Propane Distribution - Competition

We compete with several other propane distributors in our geographic markets, primarily on the basis of price and service. Our competitors 
generally include local outlets of national distributors and local independent distributors, whose proximity to customers entails lower 
costs to provide service. As an energy source, propane competes with home heating oil and electricity, which are typically more expensive 
(based on equivalent unit of heat value). Since natural gas has historically been less expensive than propane, propane is generally not 
utilized for home heating in geographic areas served by natural gas pipelines or distribution systems.
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Propane Distribution - Supplies. Transportation and Storage

We purchase propane for our propane distribution operations primarily from suppliers, including major oil companies, and independent 
producers of natural gas liquids. Although supplies of propane from these and other sources are generally readily available for purchase, 
extreme market conditions, such as significant fluctuations in weather, closing of refineries and disruption in supply chains, could result 
in a reduction in available supplies.

Propane is transported by trucks and railroad cars from refineries, natural gas processing plants or pipeline terminals to bulk propane 
storage facilities that we own in Delaware, Maryland, Pennsylvania, Virginia and Florida. These bulk storage facilities have an aggregate 
capacity of approximately 6.8 million gallons. We then deliver propane from these storage facilities by truck to tanks located on our 
customers’ premises.

Propane Distribution Weather

Revenues from our propane distribution sales activities are affected by seasonal variations in temperature and weather conditions. Weather 
conditions and their severity directly influence the volume of propane used by our metered customers or sold and delivered to our bulk 
customers, with demand increasing substantially during the winter months when propane is used for heating. Sustained warmer-than- 
normal temperatures will tend to reduce propane use, while sustained colder-than-normal temperatures will tend to increase consumption.

Propane and Crude Oil Wholesale Marketing

Prior to its wind down in the second quarter of 2017, Xeron traded in short-term natural gas liquids and crude oil forward and futures 
contracts on the InterContinentalExchange, Inc. Xeron settled its purchases and sales financially, without taking physical delivery of the 
propane or crude oil.

Natural Gas Marketine

We provide natural gas supply and supply management services through PESCO to residential, commercial, industrial and wholesale 
customers. PESCO operates primarily in the Southeast, Mid-Atlantic and Appalachian Basin regions. The following table summarizes 
PESCO's operating revenues by region in 2017:

Operating Revenues 
(in thousands) % of Total

Southeast $ 59,269 32%
Mid-Atlantic 87,241 47%
Appalachian Basin 38,009 21%

$ 184,519 100%

PESCO competes with regulated utilities and other unregulated third-party marketers to sell natural gas supplies directly to commercial 
and industrial customers through competitively-priced contracts. PESCO does not currently own or operate any natural gas transmission 
or distribution assets. The gas that PESCO sells is delivered to retail or wholesale customers through affiliated and non-affiliated local 
distribution company systems and transmission pipelines. PESCO bills its customers directly or through the billing services of the regulated 
utilities that deliver the gas. In August 2017, PESCO acquired certain natural gas marketing assets of ARM. The acquired assets 
complement PESCO’s current asset portfolio and expand our regional footprint and retail demand in a market where we have existing 
pipeline capacity and wholesale liquidity. '
In 2017, PESCO entered into asset management agreements with our Delmarva Peninsula natural gas distribution operations to manage 
a portion of their natural gas transportation and storage capacity, which agreements were approved by the Delaware PSC with respect to 
our Delaware Division. The agreements were effective as of April 1,2017, and each has a three-year term, expiring on March 31,2020.

Unre2ulated Natural Gas Infrastructure Services

Aspire Energy is an unregulated natural gas infrastructure company that owns approximately 2,600 miles of pipeline systems in 40 
counties throughout Ohio. The majority of Aspire Energy’s margin is derived from long-term supply agreements with Columbia Gas of 
Ohio and CGC, which together serve more than 20,000 end-use customers. Aspire Energy primarily sources gas from 300 conventional 
producers and also provides gathering and processing services so that it can maintain quality and reliability for its wholesale markets.
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For the twelve-month period ended December 31, 2017, Aspire Energy's operating revenues and deliveries by customer type were as 
follows:

Operating revenues
(in thousands) -i,.

Deliveries
(in;Dts),

$ 11,827 2,264

.
, „ . 10,507 ' ' 1,345

4,027 1,425
4,633 1,725
2,330 1,548

$ 33,324 8,307

Supply to Columbia Gas of Ohio 
Supply to CGC
Supply to Marketers - affiliated 
Supply to Marketers - unaffiliated 
Other (including natural gas gathering and processing)
Total

Eisht Flass

Eight Flags provides electricity and steam generation services through its CHP plant located on Amelia Island, Florida. The construction 
of the CHP plant was completed in June 2016. The CHP plant, which consists of a natural-gas-fired turbine and associated electric 
generator, produces approximately 21 MW of base load power and includes a heat recovery steam generator capable of providing 
approximately 75,000 pounds per hour of residual steam. Eight Flags sells power generated from the CHP plant to FPU, pursuant to a 
20-year power purchase agreement for distribution to its retail electric customers. Eight Flags also sells steam, pursuant to a separate 20- 
year contract, to the industrial customer that owns the property on which Eight Flags' CHP plant is located. During 2017, Eight Flags 
generated $15.0 million in operating revenues from the sale of electricity to FPU and $2.1 million from the sale of steam.

The CHP plant is powered by natural gas transported by FPU through its distribution system and by Peninsula Pipeline. For the year 
ended December 31, 2017, Eight Flags and other affiliates of Chesapeake Utilities generated $4.9 million in additional gross margin. 
This amount includes gross margin of $537,000 attributable to natural gas distribution and transportation services provided to the CHP 
plant by Chesapeake Utilities’ regulated affiliates.

Other Businesses and Eliminations

Overview

Other businesses and eliminations consists primarily of other unregulated subsidiaries, including Skipjack and ESRE, that own real estate 
leased to affiliates, eliminations of inter-segment revenue and certain unallocated corporate costs which are not directly attributable to a 
specific business unit. Skipjack and ESRE own and lease office buildings in Delaware and Maryland to divisions and other subsidiaries 
of Chesapeake Utilities. See Item 8, Financial Statements and Supplementary Data (Note 5, Segment Information, in the consolidated 
financial statements) for more information.

Environmental Compliance

We are subject to federal, state and local laws and regulations governing environmental quality and pollution control. These laws and 
regulations require us to remove or remediate the effect on the environment of the disposal or release of specified substances at current 
and former operating sites. We have participated in the investigation, assessment or remediation, and have exposures at seven former 
MGP sites.

For additional information on each site, refer to Item 8, Financial Statements and Supplementary Data (see Note 19, Environmental 
Commitments and Contingencies, in the consolidated financial statements).

Employees

As of December 31, 2017, we had a total of 945 employees, 118 of whom are union employees represented by two labor unions: the 
International Brotherhood of Electrical Workers and Commercial Workers Union. The collective bargaining agreements with these labor 
unions expire in 2019.

Executive Officers

Set forth below are the names, ages, and positions of our executive officers with their recent business experience. The age of each officer 
is as of the filing date of this report.
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Name Age Position
Michael P. McMasters

Beth W. Cooper

Elaine B. Bittner 48

President (March 2010 - present)
Chief Executive Officer (January 2011 - present)
Director (March 2010 - present)
Executive Vice President (September 2008 - February 2010)
Chief Operating Officer (September 2008 - December 2010)
Chief Financial Officer (January 1997 - September 2008)

Mr. McMasters also previously served as Senior Vice President, Vice President, Treasurer, 
Director of Accounting and Rates and Controller.

Senior Vice President (September 2008 •• present)
Chief Financial Officer (September 2008 - present)
Assistant Secretary (March 2015-present)
Corporate Secretary (June 2005 - March 2015)
Vice President (June 2005 - September 2008)
Treasurer (March 2003 -May 2012)

Ms. Cooper also previously served as Assistant Vice President, Assistant Treasurer, 
Director of Internal Audit and Director of Strategic Planning.

Senior Vice President of Strategic Development (May 2013 - present)
Chief Operating Officer - Sharp, Aspire Energy and PESCO (May 2014 - Present) 
Vice President of Strategic Development (June 2010 - May 2013)
Vice President, Eastern Shore (May 2005 - June 2010)

Ms. Bittner also previously served as Director of Eastern Shore, Director of Customer 
Services and Regulatory Affairs for Eastern Shore and Director of Environmental 
Affairs and Environmental Engineer.

Stephen C. Thompson

Jeffry M. Householder

Senior Vice President (September 2004 - present)
President, Eastern Shore (January 1997 - present)
President and Chief Operating Officer, Sandpiper (May 2014 - present)
Vice President (May 1997 - September 2004)

Mr. Thompson also previously served as Director of Gas Supply and Marketingfor 
Eastern Shore, Superintendent of Eastern Shore and Regional Manager for Florida 
distribution operations.

President of Florida Public Utilities Company (June 2010 - present)

Prior to joining Chesapeake Utilities, Mr. Householder operated a consulting practice 
that provided business development and regulatory services to utilities, propane 
retailers and industrial clients.

James F. Moriarty Senior Vice President (February 2017 - present)
General Counsel & Corporate Secretary (March 2015 - present)
Vice President (March 2015 - February 2017)

Prior to joining Chesapeake Utilities, Mr. Moriarty was a Partner at Locke Lord LLP 
and Fulbright & Jaworski, LLP, both international law firms with offices in 
Washington, D.C.

Available Information and Corporate Governance Documents

Our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and other reports and amendments 
to these reports that we file with or furnish to the SEC are available free of charge at the SEC website http://www.sec.gov and at our 
website, www.chpk.com, as soon as reasonably practicable after we electronically file these reports with, or furnish these reports to the 
SEC. The content of this website is not part of this report.

In addition, the following documents are available free of charge on our website, www.chpk.com-.

• Business Code of Ethics and Conduct applicable to all employees, officers and directors;
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• Code of Ethics for Financial Officers;
• Corporate Governance Guidelines;
• Charters for the Audit Committee, Compensation Committee, Investment Committee, and Corporate Governance Committee 

of the Board of Directors; and
• Corporate Governance Guidelines on Director Independence.

Any of these reports or documents may also be obtained by writing to: Corporate Secretary; c/o Chesapeake Utilities Corporation, 909 
Silver Lake Boulevard, Dover, DE 19904.

Certification to the NYSE
Our Chief Executive Officer certified to the NYSE on June 1,2017 that, as of that date, he was unaware of any violation by Chesapeake 
Utilities of the NYSE’s corporate governance listing standards.

Item 1 A. Risk Factors.
The following is a discussion of the primary factors that may affect the operations and/or financial performance of our regulated 
and unregulated energy businesses. Refer to the section entitled hem 7, Management’s Discussion and Analysis of Financial 
Condition and Results of Operations of this report for an additional discussion of these and other related factors that affect our 
operations and/or financial performance.

Financial Risks

Instability and volatility in the financial markets could negatively impact our ability to access capital at competitive rates, which 
could affect our ability to implement our strategic plan, undertake improvements and make other investments requiredfor our 
future growth.
Our business strategy includes the continued pursuit of growth, both oiganically and through acquisitions. To the extent that we 
do not generate sufficient cash flow from operations, we may incur additional indebtedness to finance our growth. We rely on 
access to both short-term and long-term capital markets as a significant source of liquidity for capital requirements beyond the 
cash flows generated from our operations.
In addition, our ability to obtain adequate and cost-effective capital depends on our credit ratings, which are greatly affected by 
our financial performance and the liquidity of financial markets. A downgrade in our current credit ratings could adversely affect 
our access to capital markets, as well as our cost of capital. If we are not able to access capital at competitive rates, our ability to 
implement our strategic plan, undertake improvements and make other investments required for our future growth may be limited.

Our natural gas marketing subsidiary is exposed to market risks beyond our control, which could adversely affect ourfinancial 
results and capital requirements.
Our natural gas marketing subsidiary is subject to market risks beyond our control, including market liquidity and commodity 
price volatility. Although we maintain a risk management policy, we may not be able to offset completely the price risk associated 
with volatile commodity prices, which could lead to volatility in earnings. Physical trading also has price risk on any net open 
positions at the end of each trading day, as well as volatility resulting from (i) intra-day fluctuations of natural gas prices, and 
(ii) daily price movements between the time natural gas is purchased or sold for future delivery and the time the related purchase 
or sale is economically hedged. The determination of our net open position at the end of any trading day requires us to make 
assumptions as to future circumstances, including the use of natural gas by our customers in relation to anticipated market positions. 
Because the price risk associated with any net open position at the end of such day may increase if the assumptions are not realized, 
we review these assumptions daily. Net open positions may increase volatility in our financial condition or results of operations 
if market prices move in a significantly favorable or unfavorable manner, because the changes in fair value of trading contracts 
are immediately recognized as profits or losses for financial accounting purposes. This volatility may occur, with a resulting 
increase or decrease in earnings or losses, even though the expected profit margin is essentially unchanged from the date the 
transactions were consummated.
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Our natural gas marketing subsidiary is exposed to the credit risk of its counterparties.
Our natural gas marketing subsidiary extends credit to counterparties and continually monitors and manages collections 
aggressively. There is risk that our subsidiary may not be able to collect amounts owed to it. If the counter-party to such a transaction 
fails to perform, and any underlying collateral is inadequate, we could experience financial losses, which would negatively impact 
our results of operations.

Our natural gas marketing subsidiary is dependent upon the availability of credit to successfully operate its business.
Our natural gas marketing subsidiary is dependent upon the availability of credit to buy natural gas for resale or to trade. If financial 
market conditions decline generally, or the financial condition of this subsidiary or of our Company declines, then the cost of 
credit could increase. If credit is not available, or if credit is more costly, our results of operations, cash flows and financial condition 
may be adversely affected.

Fluctuations in propane gas prices could negatively affect results or operations.

To compensate for fluctuations in propane gas prices, we adjust our propane selling prices to the extent allowed by the market. 
There can be no assurance, however, that we will be able to increase propane sales prices sufficiently to compensate fully for 
such fluctuations in the cost of propane gas to us. If we are unable to increase propane sales prices sufficiently to compensate 
fully for such fluctuations, our earnings could be negatively affected, which would adversely impact our results of operations.

If we fail to comply with our debt covenant obligations, we could experience adverse financial consequences that could affect 
our liquidity and ability to borrow funds.

Our long-term debt obligations, the Revolver and our committed short-term lines of credit contain financial covenants related to 
debt-to-capital ratios and interest-coverage ratios. Failure to comply with any of these covenants could result in an event of 
default which, if not cured or waived, could result in the acceleration of outstanding debt obligations, a down^ade in our credit 
rating or the inability to borrow under certain credit agreements. Any such acceleration could cause a material adverse change 
in our financial condition.

An increase in interest rates may adversely affect our results of operations and cash flows.
An increase in interest rates, without the recovery of the higher cost of debt in the sales and/or transportation rates we charge our 
utility customers, could adversely affect future earnings. An increase in short-term interest rates could negatively affect our results 
of operations, which depend on short-term lines of credit to finance accounts receivable and storage gas inventories and to 
temporarily finance capital expenditures. Reference should be made to Item 7A, Quantitative and Qualitative Disclosures About 
Market Risk for additional information.

Current market conditions could adversely impact the return on plan assetsfor our pension plans, which may require significant 
additional funding.
Our pension plans are closed to new employees, and the future benefits are frozen. The costs of providing benefits and related 
funding requirements of these plans are subject to changes in the market value of the assets that fund the plans and the discount 
rates used to estimate the pension benefit obligations. The funded status of the plans and the related costs reflected in our financial 
statements are affected by various factors that are subject to an inherent degree of uncertainty, particularly in the current economic 
environment. Future losses of asset values and further declines in discount rates may necessitate accelerated funding of the plans 
in the future to meet minimum federal government requirements as well as higher pension expense to be recorded in future years. 
Adverse changes in the asset values and benefit obligations of our pension plans may require us to record higher pension expense 
and fund obligations earlier than originally planned, which would have an adverse impact on our cash flows from operations, 
decrease borrowing capacity and increase interest expense.

Changes in tax laws or regulations, including the recently adopted TCJA, may negatively affect our results of operations, net 
income, financial condition and cash flows.

We are subject to taxation by various taxing authorities at the federal, state and local levels. On December 22, 2017, President 
Trump signed into law the TCJA, which significantly changes how the U.S. taxes corporations. The TCJA requires complex 
computations to be performed that were not previously required in U.S. tax law, significant judgments to be made in interpretation 
of the provisions of the TCJA, significant estimates in calculations, and the preparation and analysis of information not previously 
relevant or regularly produced. The U.S. Treasury Department, the IRS, and other standard-setting bodies could issue guidance 
on how provisions of the TCJA will be applied or otherwise administered that may differ from our interpretations. As we complete 
our analysis of the TCJA, collect and prepare necessary data, and interpret any additional guidance, we may make adjustments to
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provisional amounts that we have recorded that may materially impact our provision for income taxes in the period in which 
adjustments are made.

In addition, beginning in 2018, we expect to incur lower income tax expense, which will generally decrease our regulated energy 
businesses’ projected effective income tax rates. Over time, the TCJA will likely result in lower regulated rates due to lower income 
tax expense recoveries and the potential refund of deferred income tax regulatory liabilities. We have used our best judgment in 
attempting to quantify and reserve for these estimated obligations generated by the TCJA. However, a challenge by a taxing 
authority, our ability to utilise these tax benefits in a different fashion, or a deviation from other tax-related assumptions may cause 
actual financial results to deviate from previous estimates (see Note 11, Income Taxes, in the consolidated financial statements).

The TCJA is generally expected to result in lower operating cash flows from our regulated energy businesses as a result of the 
elimination of bonus depreciation and lower customer rates. As a result, we may need to access additional debt and equity capital 
to meet our financing needs, which we assume will be available.

Our stock price is subject to volatility.
The utility industry and the stock market as a whole have experienced more significant stock price and volume fluctuations that 
have affected stock prices in ways that may have been unrelated to operating performance. Our stock has experienced increased 
price and volume volatility as well. However, despite this increased volatility, we believe that our stock price should reflect 
expectations of future growth and profitability. We also believe our stock price should reflect expectations that our cash dividend 
will continue at current levels or grow, although future dividends are subject to declaration by our Board of Directors. We cannot 
predict the level of volatility in our stock price or volumes traded, which may fluctuate based upon our actual performance, 
including grovrth, profitability, and dividends paid, as well as for reasons unrelated to our operating performance or not under our 
control.

Operational Risks

We are dependent upon construction of new facilities to support future growth in earnings in our natural gas and electric 
distribution and natural gus transmission operations.
Construction of new facilities required to support future growth is subject to various regulatory and developmental risks, including 
but not limited to: (i) our ability to obtain timely certificate authorizations, necessary approvals and permits from regulatory 
agencies and on terms that are acceptable to us; (ii) potential changes in federal, state and local statutes and regulations, including 
environmental requirements, that prevent a project from proceeding or increase the anticipated cost of the project; (iii) inability 
to acquire rights-of-way or land rights on a timely basis on terms that are acceptable to us; (iv) lack of anticipated future growth 
in available natural gas and electricity supply; (v) insufficient customer throughput commitments; and (vi) lack of available and 
qualified third party contractors could impact timely construction of new facilities.

We operate in a competitive environment, and we may lose customers to competitors.
Natural Gas. Our natural gas transmission and distribution operations compete with interstate pipelines when our transmission 
and/or distribution customers are located close enough to a competing pipeline to make direct connections economically feasible. 
Our natural gas marketing operations compete with third-party suppliers to sell natural gas to commercial and industrial customers. 
Failure to retain and grow our natural gas customer base would have an adverse effect on our financial condition, cash flows and 
results of operations.

Electric. While there is active wholesale power sales competition in Florida, our retail electric business through FPU has remained 
substantially free from direct competition from other electric service providers. Generally, however, our retail electric business 
through FPU remains subject to competition from other energy sources. Changes in the competitive environment caused by 
legislation, regulation, market conditions, or initiatives of other electric power providers, particularly with respect to retail 
competition, could adversely affect our results of operations, cash flows and financial condition.

Propane. Our propane distribution operations compete with other propane distributors, primarily on the basis of service and price. 
Some of our competitors have significantly greater resources. Our ability to grow the propane distribution business is contingent 
upon capturing additional market share, expanding into new markets, and successfully utilizing pricing programs that retain and 
grow our customer base. Failure to retain and grow our customer base in our propane distribution operations would have an adverse 
effect on our results of operations, cash flows and financial condition.
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Fluctuations in weather may cause a significant variance in our earnings.
Our natural gas distribution, propane distribution and natural gas supply, gathering and processing operations, are sensitive to 
fluctuations in weather conditions, which directly influence the volume of natural gas and propane we sell and deliver to our 
customers. A significant portion of our natural gas and propane distribution revenue is derived from the sales and deliveries to 
residential and commercial heating customers during the five-month peak heating season (November through March). If the 
weather is warmer than normal, we sell and deliver less natural gas and propane to customers, and earn less revenue, which could 
adversely affect our results of operations, cash flows and financial condition. A significant portion of our Ohio natural gas supply, 
gathering and processing services revenue is also generated during the five-month peak heating season (November through March) 
as a result of the natural gas requirements of its key customers, including Columbia Gas of Ohio, various regional marketers, and 
the CGC.

Our electric distribution operation is also affected by variations in weather conditions generally and unusually severe weather 
conditions. However, electricity consumption is generally less seasonal than natural gas and propane because it is used for both 
heating and cooling in our service areas.

Accidents, natural disasters, severe weather (such as a major hurricane) and acts of terrorism could adversely impact earnings.

Inherent in energy transmission and distribution activities are a variety of hazards and operational risks, such as leaks, ruptures, 
fires, explosions, sabotage and mechanical problems. Natural disasters and severe weather may damage our assets, cause operational 
interruptions and result in the loss of human life, all of which could negatively affect our earnings, financial condition and results 
of operations. Acts of terrorism and the impact of retaliatory military and other action by the United States and its allies may lead 
to increased political, economic and financial market instability and volatility in the price of natural gas, electricity and propane 
that could negatively affect our operations. Companies in the energy industry may face a heightened risk of exposure to acts of 
terrorism, which could affect our earnings, financial condition and results of operations. The insurance industry may also be 
affected by natural disasters, severe weather and acts of terrorism; as a result, the availability of insurance covering risks against 
which we and our competitors typically insure may be limited. In addition, the insurance we are able to obtain may have higher 
deductibles, higher premiums and more restrictive policy terms, which could adversely affect our results of operations, financial 
condition and cash flows.

Operating events affecting public safety and the reliability of our natural gas and electric distribution and transmission systems 
could adversely affect our operations and increase our costs.
Our natural gas and electric operations are exposed to operational events and risks, such as major leaks, outages, mechanical 
failures and breakdown, operations below the expected level of performance or efficiency, and accidents that could affect public 
safety and the reliability of our distribution and transmission systems, significantly increase costs and cause loss of customer 
confidence. If we are unable to recover all or some of these costs from customers through the regulatory process, our authorized 
rate of return, our results of operations, financial condition and cash flows could be adversely affected.

A security breach disrupting our operating systems and facilities or exposing confidential information may adversely affect 
our reputation, disrupt our operations and increase our costs.
Security breaches of our information technology infrastructure, including cyber-attacks and cyber-terrorism, could lead to system 
disruptions or cause facility shutdowns. If such an attack or security breach were to occur, our business, results of operations and 
financial condition could be adversely affected. In addition, the protection of customer, employee and Company data is crucial to 
our operational security. A breach or breakdown of our systems that results in the unauthorized release of individually identifiabl'e 
customer or other sensitive data could have an adverse effect on our reputation, results of operations and financial condition and 
could also materially increase our costs of maintaining our system and protecting it against future breakdowns or breaches. We 
take reasonable precautions to safeguard our information systems from cyber-attacks and security breaches; however, there is no 
guarantee that the procedures implemented to protect against unauthorized access to our information systems are adequate to 
safeguard against all attacks and breaches.

Failure to attract and retain an appropriately qualified employee workforce could adversely affect operations.

Our ability to implement our business strategy and serve our customers is dependent upon our continuing ability to attract, develop 
and retain talented professionals and a technically skilled workforce, and being able to transfer the knowledge and expertise of 
our workforce to new employees as our aging employees retire. Failure to hire and adequately train replacement employees, 
including the transfer of significant internal historical knowledge and expertise to new employees, or the future availability and 
cost of contract labor could adversely affect our ability to manage and operate our business. If we were unable to hire, train and 
retain appropriately qualified personnel, our results of operations could be adversely affected.
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A strike, work stoppage or a labor dispute could adversely affect our operations.
We are party to collective bargaining agreements with labor unions at some of our Florida operations. A strike, work stoppage or 
a labor dispute with a union or employees represented by a union could cause interruption to our operations. If a strike, work 
stoppage or other labor dispute were to occur, our results could be adversely alfected.

Our businesses are capital intensive, and the increased costs and/or delays of capital projects may adversely affect our future 
earnings.
Our businesses are capital intensive and require significant investments in ongoing infrastructure projects. Our ability to complete 
our infrastructure projects on a timely basis and manage the overall cost of those projects may be affected by the limited availability 
of the necessary materials and qualified vendors. Our future earnings could be adversely affected if we are unable to manage such 
capital projects effectively, or if full recovery of such capital costs is not permitted in future regulatory proceedings.

Our regulated energy business may be at risk iffranchise agreements are not renewed, or new franchise agreements are not 
obtained, which could adversely affect our future results or operating cash flows andfinancial condition.

Our regulated natural gas and electric distribution operations hold franchises in each of the incorporated municipalities that require 
franchise agreements in order to provide natural gas and electricity. Our natural gas and electric distribution operations are currently 
in negotiations for franchises with certain municipalities for new service areas and renewal of some existing franchises. Ongoing 
financial results would be adversely impacted from the loss of service to certain operating areas within our electric or natural gas 
territories in the event that fi^chise agreements were not renewed. If we are unable to obtain franchise agreements for new service 
areas, growth in our future earnings could be negatively impacted.

Slowdowns in customer growth may adversely affect earnings and cash flows.

Our ability to increase gross margins in our businesses is dependent upon growth in the residential construction market, adding 
new commercial and industrial customers and conversion of customers to natural gas, electricity or propane from other energy 
sources. Slowdowns in growth may adversely affect our gross margin, earnings and cash flows.

Energy conservation could lower energy consumption, which would adversely affect our earnings.
We have seen various legislative and regulatory initiatives to promote energy efficiency and conservation at both the federal and 
state levels. In response to the initiatives in the states in which we operate, we have implemented programs to promote eneigy 
efficiency by our current and potential customers. To the extent a PSC allows us to recover the cost of such energy efficiency 
programs, funding for such programs is recovered through the rates we charge to our regulated customers. However, lower energy 
consumption as a result of energy efficiency and conservation by current and potential customers may adversely affect our results 
of operations, cash flows and financial condition.

Commodity price increases may adversely affect the operating costs and competitive positions of our natural gas, electric and 
propane distribution operations, which may adversely affect our results of operations, cash flows andfinancial condition.

Natural Gas/Electricitv. Higher natural gas prices can significantly increase the cost of gas billed to our natural gas customers. 
Increases in the cost of coal, natural gas and other fuels used to generate electricity can significantly increase the cost of electricity 
billed to our electric customers. Damage to the production or transportation facilities of our suppliers, which decreases their supply 
of natural gas and electricity, could result in increased supply costs and higher prices for our customers. Such cost increases 
generally have no immediate effect on our revenues and net income because of our regulated fuel cost recovery mechanisms. 
However, our net income may be reduced by higher expenses that we may incur for imcollectible customer accounts and by lower 
volumes of natural gas and electricity deliveries when customers reduce their consumption. Therefore, increases in the price of 
natural gas, coal and other fuels can adversely affect our operating cash flows, results of operations and financial condition, as 
well as the competitiveness of natural gas and electricity as energy sources.

Propane. Propane costs are subject to volatile changes as a result of product supply or other market conditions, including weather, 
economic and political factors affecting crude oil and natural gas supply or pricing. For example, weather conditions could damage 
production or transportation facilities, which could result in decreased supplies of propane, increased supply costs and higher 
prices for customers. Such increases in costs can occur rapidly and can negatively affect profitability. There is no assurance that 
we will be able to pass on propane cost increases fully or immediately, particularly when propane costs increase rapidly. Therefore, 
average retail sales prices can vary significantly from year-to-year as product costs fluctuate in response to propane, fiiel oil, crude 
oil and natural gas commodity market conditions. In addition, in periods of sustained higher commodity prices, declines in retail 
sales volumes due to reduced consumption and increased amounts of uncollectible accounts may adversely affect net income.

Refer to Item 7A, Quantitative and Qualitative Disclosures About Market Risk for additional information.
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A substantial disruption or lack of growth in interstate natural gas pipeline transmission and storage capacity or electric 
transmission capacity may impair our ability to meet customers ’ existing and future requirements.

In order to meet existing and future customer demands for natural gas and electricity, we must acquire sufficient supplies of natural 
gas and electricity, interstate pipeline transmission and storage capacity, and electric transmission capacity to serve such 
requirements. We must contract for reliable and adequate upstream transmission capacity for our distribution systems while 
considering the dynamics of the interstate pipeline and storage and electric transmission markets, our own on-system resources, 
as well as the characteristics of our markets. Our financial condition and results of operations would be materially and adversely 
affected if the future availability of these capacities were insufficient to meet future customer demands for natural gas and electricity. 
Currently, our Florida natural gas operation relies primarily on one pipeline system, FGT, for most of its natural gas supply and 
transmission. Our Florida electric operation secures electricity from two external suppliers. Any continued interruption of service 
from these suppliers could adversely affect our ability to meet the demands of FPU’s customers, which could negatively impact 
our earnings, financial condition and results of operations.

The amount and availability of natural gas, propane and electricity supplies are difficult to predict; a substantial reduction in 
available supplies could reduce our earnings in those segments.

Natural gas, propane and electricity production can be affected by factors beyond our control, which may affect our ability to 
obtain sufficient supplies to meet demand and may adversely impact the financial results in those businesses. Any disruption in 
the availability of supplies of natural gas, propane and electricity could result in increased supply costs and higher prices for 
customers, which could also adversely affect our financial condition and results of operations.

We rely on a limited number of natural gas, propane and electricity suppliers and producers, the loss of which could have a 
material adverse effect on our financial condition and results of operations.

We have entered into various agreements with suppliers and producers to purchase natural gas, propane and electricity to serve 
our customers. The loss of any significant suppliers and/or producers or our inability to renew these contracts at favorable terms 
upon their expiration could significantly affect our ability to serve our customers and have a material adverse impact on our 
financial condition and results of operations.

Our use of derivative instruments may adversely affect our results of operations.
Fluctuating commodity prices may affect our earnings and financing costs because our propane distribution and natural gas 
marketing operations use derivative instruments, including forwards, futures, swaps, puts, and calls, to hedge price risk. While 
we have risk management policies and operating procedures in place to control our exposure to risk, if we purchase derivative 
instruments that are not properly matched to our exposure, our results of operations, cash flows, and financial condition may be 
adversely affected.

Our natural gas marketing subsidiary’s earnings and operating cash flows are dependent upon optimization ofphysical assets.

Our natural gas marketing subsidiary’s earnings and cash flows are based, in part, on its ability to optimize its portfolio of contractual 
rights to utilize natural gas storage and pipeline assets. The optimization strategy involves utilizing its physical assets to take 
advantage of differences in natural gas prices between geographic locations and/or time periods. Any change among various 
pricing points could affect those differentials. In addition, significant increases in the supply of natural gas for this subsidiary’s 
market areas, including as a result of increased production along the Marcellus Shale, can reduce the subsidiary’s ability to take 
advantage of pricing fluctuations in the future. Changes in pricing dynamics and supply could have an adverse impact on its 
optimization activities, earnings and cash flows. Our subsidiary incurs fixed demand fees to acquire its contractual rights to storage 
and transportation assets. Should commodity prices at various locations or time periods change in such a way that our subsidiary 
is not able to recoup these costs from customers, the cash flows and earnings of our subsidiary, and ultimately, the Company, could 
be adversely impacted.

Our propane inventory is subject to inventory valuation risk, which may result in a write-down of inventory.
Our propane distribution operations own or lease bulk propane storage facilities, with an aggregate capacity of approximately 6.8 
million gallons. We purchase and store propane based on several factors, including inventory levels and the price outlook. We 
may purchase large volumes of propane at current market prices during periods of low demand and low prices, which generally 
occur during the summer months. Propane is a commodity, and as such, its price is subject to volatile fluctuations in response to 
changes in supply or other market conditions. We have no control over these market conditions. Consequently, the wholesale 
purchase price can change rapidly over a short period of time. The retail market price for propane could fell below the price at 
which we made the purchases, which would adversely affect our profits or cause sales from that inventory to be unprofitable. In
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addition, falling propane prices may result in inventory write-downs, as required by GAAP, if the market price of propane falls 
below our weighted average cost of inventory, which could adversely affect net income.

REGULATORY. LEGAL AND ENVIRONMENTAL RISKS

Regulation of our businesses, including changes in the regulatory environment, may adversely affect our results ofoperations, 
cash flows and financial condition.
The Delaware, Maryland and Florida PSCs regulate our utility operations in those states. Eastern Shore is regulated by the FERC. 
The PSCs and the FERC set the rates that we can charge customers for services subject to their regulatory jurisdiction. Our ability 
to obtain timely future rate increases and rate supplements to maintain current rates of return depends on regulatory approvals, 
and there can be no assurance that our regulated operations will be able to obtain such approvals or maintain currently authorized 
rates of return. When earnings from our regulated utilities exceed the authorized rate of return, the respective PSC, or the FERC 
in the case of Eastern Shore, may require us to reduce our rates charged to customers in the future.

We may face certain regulatory andfinancial risks related to pipeline safety legislation.
We are subject to a number of legislative proposals at the federal and state level to implement increased oversight over natural 
gas pipeline operations and facilities to inspect pipeline facilities, upgrade pipeline facilities, or control the impact of a breach of 
such facilities. Additional operating expenses and capital expenditures may be necessary to remain in compliance. If new legislation 
is adopted and we incur additional expenses and expenditures, our financial condition, results of operations and cash flows could 
be adversely affected, particularly if we are not authorized through the regulatory process to recover from customers some or all 
of these costs and our authorized rate of return.

We are subject to operating and litigation risks that may not be fully covered by insurance.
Our operations are subject to the operating hazards and risks normally incidental to handling, storing, transporting, transmitting 
and delivering natural gas, electricity and propane to end users. From time to time, we are a defendant in legal proceedings arising 
in the ordinary course of business. We maintain insurance coverage for our general liabilities in the amount of $51 million, which 
we believe is reasonable and prudent. However, there can be no assurance that such insurance will be adequate to protect us from 
all material expenses related to potential future claims for personal injury and property damage or that such levels of insurance 
will be available in the future at economical prices.

Costs of compliance with environmental laws may be significant
We are subject to federal, state and local laws and regulations governing environmental quality and pollution control. These 
evolving laws and regulations may require expenditures over a long period of time to control environmental effects at our current 
and former operating sites, especially former MGP sites. To date, we have been able to recover, through regulatory rate mechanisms, 
the costs associated with the remediation of former MGP sites. However, there is no guarantee that we will be able to recover 
future remediation costs in the same manner or at all. A change in our approved rate mechanisms for recovery of environmental 
remediation costs at former MGP sites could adversely affect our results of operations, cash flows and financial condition

Further, existing environmental laws and regulations may be revised, or new laws and regulations seeking to protect the environment 
may be adopted and be applicable to us. Revised or additional laws and regulations could result in additional operating restrictions 
on our facilities or increased compliance costs, which may not be frilly recoverable. Any such increase in compliance costs could 
adversely affect our financial condition and results of operations. Compliance with these legal obligations requires us to commit 
capital. If we fail to comply with environmental laws and regulations, even if such failure is caused by factors beyond our control, 
we may be assessed civil or criminal penalties and fines, which could impact our financial condition and results of operations.
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Derivatives legislation and the implementation of related rules could have an adverse impact on our ability to hedge risks 
associated with our business.

The Dodd-Frank Act regulates derivative transactions, which include certain instruments used in our risk management activities. 
The Dodd-Frank Act contemplates that most swaps will be required to be cleared through a registered clearing facility and traded 
on a designated exchange or swap execution facility, subject to certain exceptions for entities that use swaps to hedge or mitigate 
commercial risk. Although the Dodd-Frank Act includes significant new provisions regarding the regulation of derivatives, the 
impact of those requirements will not be known definitively until regulations have been adopted and fully implemented by both 
the SEC and the Commodities Futures Trading Commission, and market participants establish registered clearing facilities under 
those regulations. Although we may qualify for exceptions, our derivatives counterparties may be subject to new capital, margin 
and business conduct requirements imposed as a result of the Dodd-Frank Act, which may increase our transaction costs, make it 
more difficult for us to enter into hedging transactions on favorable terms or affect the number and/or creditworthiness of available 
counterparties. Our inability to enter into hedging transactions on favorable terms, or at all, could increase operating expenses and 
increase exposure to risks of adverse changes in commodity prices, which could adversely affect the predictability of cash flows.

Unanticipated changes in our tax provisions or exposure to additional tax liabilities could affect our profitability and cash 
flow.
We are subject to income and other taxes in the U.S. Changes in applicable U.S. tax laws and regulations, or their interpretation 
and application, including the possibility of retroactive effect, could affect our tax expense and profitability. In addition, the final 
determination of any tax audits or related litigation could be materially different from our historical income tax provisions and 
accruals. Changes in our tax provision or an increase in our tax liabilities, due to changes in applicable law and regulations, the 
interpretation or application thereof, future changes in the tax rate or a final determination of tax audits or litigation, could have 
a material adverse effect on our financial position, results of operations or cash flows.

Our business may be subject in the future to additional regulatory and financial risks associated with global warming and 
climate change.
There have been a number of federal and state legislative and regulatory initiatives proposed in recent years in an attempt to control 
or limit the effects of global warming and overall climate change, including greenhouse gas emissions, such as carbon dioxide. 
The adoption of this type of legislation by Congress, or similar legislation by states, or the adoption of related regulations by 
federal or state governments mandating a substantial reduction in greenhouse gas emissions in the future could have far-reaching 
and significant impacts on the energy industry. Such new legislation or regulations could result in increased compliance costs for 
us or additional operating restrictions on our business, affect the demand for natural gas and propane or impact the prices we 
charge to our customers. The direction of future U.S. climate change regulation is difficult to predict given the current uncertainties 
surrounding the policies of the Trump Administration. The EPA may or may not continue developing regulations to reduce 
greenhouse gas emissions. Even if federal efforts in this area slow, states may continue pursuing climate regulations. Any laws 
or regulations that may be adopted to restrict or reduce emissions of greenhouse gases could require us to incur additional operating 
costs, such as costs to purchase and operate emissions controls, to obtain emission allowances or to pay emission taxes, and reduce 
demand for our products. At this time, we cannot predict the potential impact of such laws or regulations that may be adopted 
on our future business, financial condition or financial results.

Climate changes may impact the demand for our services in the future and could result in more frequent and more severe 
weather events, which ultimately could adversely affect our financial results.
There is a growing belief that emissions of greenhouse gases may be linked to global climate change. Climate change creates 
physical and financial risks for us. Our customers' energy needs vaiy with weather conditions, primarily temperature and humidity. 
For residential customers, heating and cooling represent their largest energy use. To the extent weather conditions may be affected 
by climate change, customers' eneigy use could increase or decrease depending on the duration and magnitude of any changes. 
A decrease in energy use due to weather changes may affect our financial condition through decreased revenues and cash flows. 
Extreme weather conditions in general require more system backups, adding to costs, and can contribute to increased system 
stresses, including service interruptions. Weather conditions outside of our operating territories could also have an impact on our 
revenues and cash flows by affecting natural gas prices. Severe weather impacts our operating territories primarily through 
thunderstorms, tornadoes, hurricanes, and snow or ice storms. To the extent the frequency of extreme weather events increases, 
this could increase our costs of providing services. We may not be able to pass on the higher costs to our customers or recover 
all the costs related to mitigating these physical risks. To the extent financial markets view climate change and emissions of 
greenhouse gases as a financial risk, this could adversely affect our ability to access capital markets or cause us to receive less 
favorable terms and conditions in future financings. Our business could be affected by the potential for lawsuits related to or 
against greenhouse gas emitters based on the claimed connection between greenhouse gas emissions and climate change, which 
could impact adversely our business, results of operations and cash flows.
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Our certificate of incorporation and bylaws may delay or prevent a transaction that stockholders would view as favorable.

Our certificate of incorporation and bylaws, as well as Delaware law, contain provisions that could delay, defer or prevent an 
unsolicited change in control of Chesapeake Utilities, which may negatively affect the market price of our common stock or the 
ability of stockholders to participate in a transaction in which they might otherwise receive a premium for their shares over the 
then current market price. These provisions may also prevent changes in management. In addition, our Board of Directors is 
authorized to issue preferred stock without stockholder approval on such terms as our Board of Directors may determine. Our 
common stockholders will be subject to, and may be negatively affected by, the rights of any preferred stock that may be issued 
in the future.

Item IB. Unresolved Staff Comments.

None.

Item 2. Properties.

Key Properties
We own approximately 1,517 miles of natural gas distribution mains (together with related service lines, meters and regulators) 
located in Kent, New Castle and Sussex Counties, Delaware; and Caroline, Cecil, Dorchester, Wicomico and Worcester Counties, 
Maryland. We own approximately 2,906 miles of natural gas distribution mains (and related equipment) in Broward, Citrus, 
DeSoto, Gadsden, Gilchrist, Hillsborough, Holmes, Jackson, Liberty, Marion, Martin, Nassau, Osceola, Palm Beach, Pasco, Polk, 
Seminole, Suwannee, Union, Volusia and Washington Counties, Florida. In addition, we have adequate gate stations to handle 
receipt of the gas into each of the distribution systems. We also own facilities in Delaware and Maryland, which we use for propane- 
air injection during periods of peak demand.

Through Eastern Shore, we own and operate approximately 457 miles of natural gas transmission pipeline, extending from supply 
interconnects at Daleville, Honey Brook and Parkesburg, Pennsylvania; and Hockessin, Delaware, to 96 delivery points in 
southeastern Pennsylvania, Delaware and the eastern shore of Maryland. Through Peninsula Pipeline, we own and operate 
approximately 44 miles of natural gas transmission pipeline in Indian River, Palm Beach, Polk and Suwannee Counties, Florida. 
We also own approximately 45 percent of the 16-mile natural gas pipeline extending from the Duval/Nassau County line to Amelia 
Island in Nassau County, Florida. The remaining 55 percent of the natural gas pipeline is owned by Peoples Gas.

Through FPU, we own and operate approximately 20 miles of electric transmission line located in Nassau County, Florida and 
approximately 896 miles of electric distribution line in Calhoun, Jackson, Liberty and Nassau Counties, Florida.

We own approximately 338 miles of underground propane distribution mains in Delaware; Dorchester, Princess Anne, Queen 
Anne’s, Somerset, Talbot, Wicomico and Worcester Counties, Maryland; Chester and Delaware Counties, Pennsylvania; and 
Alachua, Brevard, Broward, Citrus, Duval, Hillsborough, Marion, Nassau, Orange, Palm Beach, Polk, Seminole, St. Johns and 
Volusia Counties, Florida.

We own bulk propane storage facilities, with an aggregate capacity of approximately 5.6 million gallons, in Delaware, Maryland, 
Pennsylvania and Virginia. In Florida, we own bulk propane storage facilities with an aggregate capacity of approximately 1.2 
million gallons. These facilities are located on real estate that is either owned or leased by us.

Through Aspire Energy, we own 16 natural gas gathering systems and approximately 2,600 miles of pipeline in Central and Eastern 
Ohio.

We own or lease offices and other operational facilities in the following locations: Anne Arundel, Cecil, Dorchester, Somerset, 
Talbot, and Wicomico and Worcester Counties, Maryland; Kent, New Castle and Sussex Counties, Delaware; Accomack County, 
Virginia; Alachua, Brevard, Broward, Hendry, Jackson, Levy, Martin, Nassau, Okeechobee, Palm Beach, Polk and Volusia Counties, 
Florida; Orrville, Ohio; and Pittsburgh, Pennsylvania.

All of the assets owned by FPU are subject to a lien in favor of the holders of its first mortgage bond securing its indebtedness 
under its Mortgage Indenture and Deed of Trust. These assets are not subject to any other lien as all other debt is unsecured. FPU 
owns offices and facilities in the following locations: Alachua, Brevard, Broward, Hendry, Jackson, Levy, Martin, Nassau, 
Okeechobee, Palm Beach and Volusia Counties, Florida. The FPU assets subject to the lien also include: 1,970 miles of natural 
gas distribution mains (and related equipment) in its service areas; 20 miles of electric transmission line located in Nassau County, 
Florida; 896 miles of electric distribution line located in Calhoun, Jackson, Liberty and Nassau Counties in Florida; propane 
storage facilities with a total capacity of 1.2 million gallons, located in south and central Florida; and 83 miles of underground 
propane distribution mains in Alachua, Brevard, Broward, Citrus, Duval, Hillsborough, Marion, Nassau, Orange, Palm Beach, 
Polk, Seminole, St. Johns and Volusia Counties, Florida.
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Item 3. Legal Proceedings.

Legal Proceedings

As disclosed in Item 8, Financial Statements and Supplementary Data (see Note 20, Other Commitments and Contingencies, in 
the consolidated financial statements), we are involved in various legal actions and claims arising in the normal course of business. 
We are also involved in certain administrative proceedings before various governmental or regulatory agencies concerning rates. 
In the opinion of management, the ultimate disposition of diese current proceedings will not have a material effect on our 
consolidated financial position, results of operations or cash flows.

Item 4. mine safety disclosures.

Not applicable.
Part II

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

Common Stock price Ranges, Common Stock Dividends and Stockholder Information:

At February 20,2018, there were 2,321 holders of record of our common stock. The high, low and closing prices of our common 
stock and dividends declared per share for each calendar quarter during 2017 and 2016 are included in the below table.

2017

2016

Quarter Ended High Low Close

Dividends
Declared
Per Share

March 31 $ 70.70 $ 63.00 $ 69.20 $ 0.3050
June 30 $ 77.75 $ 68.65 $ 74.95 $ 0.3250
September 30 $ 81.95 $ 74.80 S 78.25 $ 0.3250
December 31 S 86.35 $ 75.00 s 78.55 $ 0.3250

March 31 $ 67.36 $ 52.25 $ 62.97 $ 0.2875

June 30 $ 66.19 $ 56.56 $ 66.18 $ 0.3050
September 30 $ 67.88 $ 59.12 $ 61.06 $ 0.3050
December 31 $ 70.00 $ 57.63 $ 66.95 $ 0.3050

We have paid a cash dividend to our common stock stockholders for 57 consecutive years. Dividends are payable at the discretion 
of our Board of Directors. Future payment of dividends, and the amount of these dividends, will depend on our financial condition, 
results of operations, capital requirements, and other factors. We declared quarterly cash dividends on our common stock in 2017 
and 2016, totaling $1.2800 per share and $1.2025 per share, respectively.

Indentures to our long-term debt contain various restrictions which limit our ability to pay dividends. Refer to Item 8, Financial 
Statements and Supplementary Data (see Note 12, Long-Term Debt, in the consolidated financial statements) for additional 
information.

FPU’s first mortgage bonds, which are due in 2022, contain a similar restriction that limits the payment of dividends by FPU. 
Refer to Item 8, Financial Statements and Supplementary Data (see Note 12, Long-Term Debt, in the consolidated financial 
statements) for additional information.
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Purchases of Equity Securities by the Issuer

The following table sets forth information on purchases by us or on our behalf of shares of our common stock during the quarter 
ended December 31,2017.

Period

Total 
Number 
of Shares 

Purchased

Average
Price Paid 
per Share

Total Number of Shares;
Purchased as Part of 

Publicly Announced Pians 
orPrr^rams**^

^Maximum.Number of 
Shares That May Yet Be 

- Purchased Under the Plans 
orPrograihs^*

October 1,2017 through October 31,2017 373 $ 78.90 —
November 1, 2017 through November 30,2017 — — — —
December 1,2017 through December 31,2017 — —

Total 373 $ 78.90 — —

In October 2017, we purchased shares of common stock on the open market for the purpose of reinvesting the dividend on shares held in the Rabbi 
Trust accounts for certain Directors and Senior Executives under the Non-Qualified Deferred Compensation Plan. The Non-Qualified Deferred 
Compensation Plan is discussed in detail in Item 8, Financial Statements and Supplementary Data (see Note 16, Employee Benefit Plans, in the 
consolidated financial statements). During the quarter, 373 shares were purchased through the reinvestment of dividends.
Except for the purpose described in footnote we have no publicly announced plans or programs to repurchase our shares.

Discussion of our compensation plans, for which shares of our common stock are authorized for issuance, is included in the section 
of our Proxy Statement captioned “Equity Compensation Plan Information” and is incorporated herein by reference.
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COMMON STOCK PERFORMANCE GRAPH

The stock performance graph and table below compares cumulative total stockholder return on our common stock during the five 
fiscal years ended December 31,2017, with the cumulative total stockholder return of the S&P 500 Index and the cumulative total 
stockholder return of select peers, which include the following companies: Atmos Energy Corporation; Chesapeake Utilities 
Corporation; Black Hills Corporation; New Jersey Resources Corporation; NiSource, Inc.; Northwest Natural Gas Company; 
Northwestern Corporation; RGC Resources, Inc.; South Jersey Industries, Inc.; Spire, Inc.; Unitil Corporation; Vectren Corporation; 
and WGL Holdings, Inc.

The comparison assumes $ 100 was invested on December 31,2012 in our common stock and in each of the foregoing indices and 
assumes reinvested dividends. The comparisons in the graph below are based on historical data and are not intended to forecast 
the possible future performance of our common stock.

Stock Performance

Chesapeake Utilities —A— Industry Index S&P 500 Index

2012 2013 2014 2015 2016 2017
Chesapeake Utilities $ 100 $ 136 $ 172 $ 200 $ 241 $ 287
Industry Index $ 100 $ 115 $ 153 $ 172 $ 202 $ 242
S&P 500 Index $ 100 $ 132 $ 150 $ 152 $ 170 $ 206
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ITEM 6. Selected Financial Data

Operating
(in thousands)

Revenues
Regulated Energy 
Unregulated Energy 
Other businesses and eliminations 

Total revenues 
Operating income 

Regulated Energy 
Unregulated Energy 
Other businesses and eliminations 

Total operating income 
Net income from continuing operations 

Assets
(in thousands)

Gross property, plant and equipment 
Net property, plant and equipment 
Total assets 
Capital expenditures 

Capitalization 
(in thousands)

Stockholders’ equity
Long-term debt, net of current maturities
Total capitalization
Current portion of long-term debt
Short-term debt
Total capitalization and short-term financing

For the Year Ended December 31,
2017 2016 2015

326,310 $ "^305,689 ! 301,902
324,595 203,778 162,108
(33,322) • •' ’ (10,607) " (4,766)

$ 617,583 $ 498,860 $ 459,244

$ 73,160 $ 69,851 $ 60,985
12,477 13,844 16,355

206 401 418
$ 85,843 $ 84,096 $ ,U 77,758
$ 58,124 $ 44,675 $ 41,140

$ 1,312,117 $ 1,175,595 $ 1,007,489
$ 1,126,027 $ 986,664 $ 854,950
s 1,417>434 ^,1,229,219 $ T,067,421
$ 191,103 $ 169,376 $ 195,261

$ 486,294 $ 446,086 s : 358,138
197,395 136,954 149,006

$ 683,689 $ 583,040 $ . 507,144
9,421 12,099 9,151

250,969 209,871 . 173,397
$ 944,079 $ 805,010 $ 689,692

These amounts include the financial position and results of operation of FPU for the period from the merger closing (October 28,2009) to December 31, 
2009. These amounts also include the effects of acquisition accounting and issuance of our common shares as a result of the merger.
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For the Year Ended December 31,
2014 2013 2012 2011 2010 2009’'^ 2008

$ 300,442 $ 264,637 $ 246,208 $ 256,226 $ 269,438 $ 138,671 $ 116,123
184,961 166,723 133,049 149,586 146,793 119,973 161,290

13,431 12,946 13,245 12,215 11,315 10,141 14,030
$ 498,834 $ 444,306 $ 392,502 $ 418,027 $ 427,546 $ 268,785 $ 291,443

$ 50,451 $ 50,084 $ 46,999 $ 43,911 $ 43,267 $ 26,668 $ 23,833
11,723 12,353 8,355 9,619 8,150 8,390 3,600

105 297 1,281 175 513 (1,322) 1,046
$ 62,279 $ 62,734 $ 56,635 $ 53,705 $ 51,930 $ 33,736 $ 28,479
$ 36,092 $ 32,787 $ 28,863 $ 27,622 $ 26,056 $ 15,897 $ 13,607

$ 870,125 $ 805,394 $ 697,159 $ 625,488 $ 584,385 $ 543,905 $ 381,689
$ 689,762 $ 631,246 $ 541,781 $ 487,704 $ 462,757 $ 436,587 $ 280,671
$ 904,469 $ 837,522 $ 733,746 $ 709,066 $ 670,993 $ 615,811 $ 385,795
$ 98,057 $ 108,039 $ 78,210 $ 44,431 $ 46,955 $ 26,294 $ 30,844

$ 300,322 $ 278,773 $ 256,598 $ 240,780 $ 226,239 $ 209,781 $ 123,073
158,486 117,592 101,907 110,285 89,642 98,814 86,422

$ 458,808 $ 396,365 $ 358,505 $ . 351,065 $ 315,881 $ 308,595 $ 209,495
9,109 11,353 8,196 8,196 9,216 35,299 6,656

88,231 105,666 61,199 34,707 63,958 30,023 33,000
$ 556,148 $ 513,384 $ 427,900 $ 393,968 $ 389,055 $ 373,917 $ 249,151

Chesapeake Utilities Corporation 2017 Form 10-K Page 25



Table of Contents

For the Year Ended December 31,
2017 2016 2015

Common Stock Data and Ratios
Basic earnings per share from continuing operations $ 3.56 $ 2.87 $ n 2.73
Diluted earnings per share from continuing operations $ 3.55 $ 2.86 $ 2.72
Diluted earnings per share grovrth -1 year 24.1% 5.1% ; 10.1%
Diluted earnings per share growth - 5 year 12.3% 8.4% 8.4%
Diluted earnings per share growth-10 year 10.7% v\ 9.3% i 8.4%
Return on average equity from continuing operations 12.6% 11.3% 12.1%
Common equity / total capitalization 71.1% 76.5% i 70.6%
Common equity / total capitalization and short-term financing 51.5% 55.4% 51.9%
Capital expenditures / average total capitalization 30.2% 31.1% 1 29.5%
Book value per share $ 29.75 $ 27.36 $ 23.45
Market price: ^ii'

High $ 86.35 $ 70.00 $ 61.13
Low $ 63.00 $ 52.25 $ i 44.37
Close $ 78.55 $ 66.95 $ 56.75

Weighted average number of shares oiitstmiding 16,336,789 15,570,539 15|G94,423

Shares outstanding at year-end 16,344,442 16,303,499 15,270,659
Registered common shareholders 2,334 2,373 : 2,396
Cash dividends declared per share $ 1.28 $ 1.20 $ 1.13
Dividend yield (annualized) 1.7% 1.8% 2.0%
Book yield 4.5% 4.7% 5.1%
Payout ratio from continuing operations 36.0% . 41.8% : 41.5%

Additional Data
Customers . , . . • *

Natural gas distribution 153,537 149,179 144,872
Electric distribution 32,026 31,695 131,430
Propane distribution 54,760 54,947 53,682

Total employees 945 903 832

These amounts include the financial position and results of operation of FPU for the period from the merger closing (October 28,2009) to December 31, 
2009.
Shares and per share amounts for all periods presented reflect the three-for-two stock split declared on July 2, 2014, effected in the form of a stock 
dividend, and distributed on September 8,2014.
Dividend yield (annualized) is calculated by multiplying the fourth quarter dividend by four (4), then dividing that amount by the closing common 
stock price at December 31.
The payout ratio from continuing operations is calculated by dividing cash dividends declared per share (for the year) by basic earnings per share from 
continuing operations.
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For the Year Ended December 31,
2014‘"^ 2013'-'^ 2012'^' 2011'"^ 2010^^^ 2oo9<‘»'‘> 2008'“*^

$ 2.48 $ 2.27 $ 2.01 $ 1.93 $ 1.83 $ 1.45 $ 1.33
$ 2.47 $ 2.26 $ 1.99 $ 1.91 $ 1.82 $ 1.43 $ 1.32

9.3% 13.6% 4.2% 4.9% 27.3% 8.3% 2.3%
11.6% 11.4% 9.1% 10.3% 8.5% 5.6% 2.4%
8.5% 6.8% 8.1% 7.8% 6.7% 3.0% 6.7%

12.2% 12.2% 11.6% 11.6% 11.6% 11.2% 11.2%
65.5% 70.3% 71.6% 68.6% 71.6% 68.0% 58.7%

54.0% 54.3% 60.0% 61.1% 58.2% 56.1% 49.4%
22.9% 28.6% 22.0% 13.3% 15.0% 10.2% 15.7%

$ 20.59 S 19.28 $ 17.82 $ 16.78 $ 15.84 $ 14.89 $ 12.02

$ 52.660 $ 40.780 $ 32.613 $ 29.687 $ 28.133 $ 23.333 $ 23.227
$ 37.493 $ 30.560 $ 26.593 $ 24.000 $ 18.673 $ 14.680 $ 14.620
$ 49.660 $ 40.013 $ 30.267 $ 28.900 $ 27.680 $ 21.367 $ 20.987

14,551,308 14,430,962 14,379,216 14,333,699 14,211,831 10,969,980 10,217,772
14,588,711 14,457,345 14,396,248 14,350,959 14,286,293 14,091,471 10,240,682

2,329 2,345 2,396 2,481 2,482 2,670 1,914
$ 1.07 $ 1.01 $ 0.96 S 0.91 $ 0.87 $ 0.83 $ 0.81

2.2% 2.6% 3.2% 3.2% 3.2% 3.9% 3.9%
5.4% 5.4% 5.5% 5.6% 5.7% 6.2% 6.8%

43.0% 44.6% 47.8% 47.4% 47.6% 57.6% 60.5%

141,227 138,210 124,015 121,934 120,230 117,887 65,201
31,272 31,151 31,066 30,986 30,966 31,030 —
53,272 51,988 49,312 48,824 48,100 48,680 34,981

753 842 738 711 734 757 448
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This section provides management’s discussion of Chesapeake Utilities and its consolidated subsidiaries, with specific information 
on results of operations, liquidity and capital resources, as well as discussion of how certain accounting principles affect our 
financial statements. It includes management’s interpretation of our financial results and our operating segments, the factors 
affecting these results, the major factors expected to affect future operating results as well as investment and financing plans. This 
discussion should be read in conjunction with our consolidated financial statements and notes thereto in Item 8, Financial Statements 
and Supplementary Data.

Several factors exist that could influence our future financial performance, some of which are described in Item 1 A, Risk Factors. 
They should be considered in connection with forward-looking statements contained in this report, or otherwise made by or on 
behalf of us, since these factors could cause actual results and conditions to differ materially from those set out in such forward- 
looking statements.

The following discussions and those later in the document on operating income and segment results include the use of the term 
“gross margin," which is determined by deducting the cost of sales from operating revenue. Cost ofsales includes the purchased 
cost of natural gas, electricity and propane and the cost of labor spent on direct revenue-producing activities, and excludes 
depreciation, amortization and accretion. Gross margin should not be considered an alternative to operating income or net income, 
which are determined in accordance with GAAF. We believe that gross margin, although a non-GAAP measure, is useful and 
meaningful to investors as a basis for making investment decisions. It provides investors with information that demonstrates the 
profitability achieved by us under our allowed rates for regulated energy operations and under our competitive pricing structures 
for unregulated energy operations. Our management uses gross margin in measuring our business units 'performance and has 
historically analyzed and reported gross margin information publicly. Other companies may calculate gross margin in a different 
manner.

Unless otherwise noted, earnings per share information is presented on a diluted basis.

Introduction

We are a diversified energy company engaged, directly or through our various operating divisions and subsidiaries, in regulated 
and unregulated energy businesses.

Our strategy is focused on growing earnings from a stable utility foundation and investing in related businesses and services that 
provide opportunities for returns greater than traditional utility returns. We are focused on identifying and developing opportunities 
across the energy value chain, with emphasis on midstream and downstream investments that are accretive to earnings per share 
and consistent with our long-term growth strategy.

The key elements of this strategy include:
• executing a capital investment program in pursuit of growth opportunities that generate returns equal to or greater 

than our cost of capital;
• expanding our energy distribution and transmission businesses organically as well as into new geographic areas;
• providing new services in our current service areas;
• expanding our footprint in potential growth markets through strategic acquisitions;
• entering new unregulated energy markets and business lines that will complement our existing operating units and 

growth strategy while capitalizing on opportunities across the energy value chain; and
• differentiating the Company as a full-service energy supplier/partner/provider through a customer-centric model.

Given our strong utility foundation and the growth that Eastern Shore and Peninsula Pipeline have cultivated for the Company, 
we will continue to seek out opportunities like Aspire Energy, building on our existing midstream capabilities and pursuing 
additional midstream assets. In this regard, we will seek to leverage our pipeline capabilities, skill sets and assets and be a 
preferred owner and operator of pipeline systems to serve high growth markets within and beyond our existing footprint.
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Overview and Highlights

(in thousands except per share data) Increase Increase
For the Year Ended December 31. 2017 2016 (decrease) 2016 2015 (decrease)
Operating Income:

Regulated Energy $ 73,160 $ 69,851 $ 3,309 $ 69,851 $ 60,985 $ 8,866
Unregulated Energy 12,477 13,844 (1,367) 13,844 16,355 (2,511)
Other businesses and eliminations 206 401 (195) 401 418 (17)

Total Operating Income 85,843 84,096 1,747 84,096 77,758 6,338
Other income (expense) (765) (441) (324) (441) 293 (734)
Interest charges 12,645 10,639 2,006 10,639 10,006 633
Income Before Income Taxes 72,433 73,016 (583) 73,016 68,045 4,971
Income taxes 14,309 28,341 (14,032) 28,341 26,905 1,436
Net Income S 58,124 $ 44,675 J; 13,449 $ 44,675 $ 41,140 $ 3,535
Earnings Per Share of Common Stock:
Basic $ 3.56 $ 2.87 $: 0.69 $ 2.87 $ 2.73 $ 0.14
Diluted $ 3.55 $ 2.86 $: 0.69 $ 2.86 $ 2.72 $ 0.14
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2017 compared to 2016
Our net income increased by approximately $13.4 million or $0.69 per share (diluted) in 2017, compared to 2016. Key 
variances included:

(in thousands, except per share data)
Pre-tax
Income

Net
Income

Earnings
Per Share

Year ended December 31, 2016 Reported Results
Adjusting for unusual items:

$ 73,016 $ 44,675 . Ji. 2.86

Federal tax reform impact — 14,299 0,87
PESCO - unrealized MTM loss (5,783) (3,499) (0-21)
Impact of winding down of Xeron operations and absence of 2016:loss: 745 451 , H 0,03
Weather impact 578 350 0.02

(4,460) 11,601 ■ 0.71
Increased (Decreased) Gross Margins:

Eight Flags'CHP plant ' 4,^or^ " ^ 2,965 ■ ■ if.-- 0.19
Implementation of new base rates for Eastern Shore* 3,693 2,234 0.14
PESCO - margin from operations 3,365 2,036 11 0.13
Natural gas growth (excluding service expansions) 2,818 1,705 0.11
Service expansions* 2,062 1,248 0.08
GRIP* 1,902 I,I5I 0.07
Aspire Energy rates and management fees 1,125 680 ; : 0.04
Customer consumption (non-weather) 721 436 0.03
Implementation of Delaware Division settled rates 831 503 i- 0.03
Wholesale propane sales and margins 678 410 0.03
Retail propane margins 645 390 0.02
Sandpiper SIR 291 176 0.01

23,032 13,934 ; ' 0.88
(Increased) Decreased Other Operating Expenses:

Higher payroll expense (6,487) (3,925) (0.25)
Higher depreciation, asset removal and property tax costs due to new capital 
investments (5,120) (3,098) (0.20)
Eight Flags' operating expenses (2,920) (1,767) (0.11)
Higher benefit and other employee-related expenses (1,485) (899) (0.06)
Higher regulatory expenses associated with rate filings (1,005) (608) (0.04)
Higher taxes other than property and income (739) (447) (0.03)
Lower credit, collections & customer service expenses 515 311 : : 0.02
Lower outside services and facilities maintenance costs 417 252 0.02
Higher vehicle expenses (372) (225) (0.01)
Higher sales and advertising expenses (259) (157) (0.01)

(17,455) (10,563) ; : (0.67)
Increase in outstanding shares from the September 2016 public offering

— — (0.16)
Interest charges (2,006) (1,214) . i (0.08)
Change in other expense (191) (115) (0.01)
Change in effective tax rate prior to tax reform — (500) ' ; (0.03)
Net other changes 497 306 0.05
Year ended December 31,2017 Reported Results $ 72,433 $ 58,124 $ 3.55

See the Major Projects and Initiatives table.
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2016 compared to 2015

Our net income increased by approximately $3.5 million or $0.14 per share (diluted) in 2016, compared to 2015. Key variances 
included:

(in thousands, except per share data)
Pre-tax
Income

Net
Income

Earnings
Per Share

Year ended December 31, 2015 Reported Results $ 68,045 $ 41,140 S 2.72

Adjusting for unusual items:
Weather impact, primarily in the first quarter (3,595) (2,200) (0.15)
Net gain from settlement agreement associated with customer billing system (L370) (838) (0.06)

(4,965) (3,038) (0.21)
Increased (Decreased) Gross Margins:

Service expansions* 7,192 4,400 0.30
Eight Flags' CHP* 4,998 3,058 0.21
GRIP* 4,044 2,474 0.17
Natural gas growth (excluding service expansions) 2,734 1,673 0.11
Lower retail propane margins (2,770) (1,695) (0.11)
Higher customer consumption - other 1,899 1,162 0.08
Implementation of Delaware Division new rates* 1,487 910 0.06
PESCO 1,043 638 0.04
Xeron trading losses (847) (518) (0.04)
Sandpiper margins associated with conversions 736 450 0.03
Sharp energy-related services (512) (313) (0.02)

20,004 12,239 0.83
Increased Other Operating Expenses:

Higher staffing and associated costs (4,443) (2,718) (0.18)
Higher depreciation, asset removal and property tax costs due to new capital 
investments (2,952) (1,806) (0.12)
Higher Eight Flags' operating expenses (2,432) (1,488) (0.10)
Higher outside service and facility maintenance costs (974) (596) (0.04)

(10,801) (6,608) (0.44)

Net contribution from Aspire Eneigy 3,130 1,915 0.09
Increase in outstanding shares from September 2016 public offering

__ __ (0.05)
Interest charges (633) (387) (0.03)
Change in other income (expense) (734) (449) (0.03)
Change in effective tax rate — 530 0.04
Net other changes (1,030) (667) (0.06)
Year ended December 31,2016 Reported Results $ 73,016 $ 44,675 $ 2.86

* See the Major Projects and Initiatives table.
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Summary of Key Factors 

Major Projects and Initiatives
The following table summarizes gross margin for our major projects and initiatives recently completed and initiatives currently 
underway, but which will be completed in the future. Gross margin reflects operating revenue less cost of sales, excluding 
depreciation, amortization and accretion (dollars in thousands):

Gross Margin for the Period
Year Ended 

December 31,
2017 2016 Variance 2016 2015 Variance 2018 2019

Existing Major Projects and 
Initiatives

f. . **•

Capital Investment Projects S 38,251 $ 29,819 $ 8,432 $ 29,819 $ 14,304 $ 15,515 $ 34,041 $ 34,137

Eastern Shore Rate Case 3,693 — 3,693 — — — 9,800 9,800

Settled Delaware Division Rate 
Case 2318 1,487 831 1,487 — 1,487 2,250 2,250

Electric Limited Proceeding 94 — 94 — — — 1,558 1,558

Total Existing Major Projects and 
Initiatives $ 44356 $ 31,306 $ 13,050 $ 31,306 $ 14,304 $ 17,002 $ 47,649 $ 47,745

Future Major Projects and 
Initiatives ,' . ......

Capital Investment Projects
2017 Eastern Shore System 
Expansion $ 433 $ — $ 433 $ _ $ _ $ _ $ 9,708 15,799

Northwest Florida Expansion — — — — — - 3,484 6,032

Other Florida Pipeline Expansions — — — __ _ — 635 1,131

Total Future Major Projects and 
Initiatives s 433 $ — $ 433 $ — $ — $ — $ 13,827 $ 22,962
Total s 44,789 $ 31,306 $ 13,483 $ 31,306 $ 14,304 $ 17,002 S 61,476 70,707

Year Ended 
December 31, Estimate for

' 'Eastern Shore filed an uncontested settlement agreement with the FERC in December 2017. FERC approved the settlement agreement by a letter order on 
February 28,2018. The order will be deemed final upon the expiration of the right to rehearing on March 30,2018.

Major Projects and Initiatives Recently Completed
The following table summarizes gross margin generated by our major projects and initiatives recently completed (dollars in 
thousands):

Capital Investment Projects; 
Service Expansions:

Short-term contracts (Delaware) 
Long-term contracts (Delaware) 
Long-term contracts (Florida) 

Total Service Expansions 
Florida GRIP 
Eight Flags’ CHP Plant 
Total Capital Investment Projects

Gross Mai^n for the Period
Year Ended 

December 31,
2017 2016 Variance

Year Ended 
December 31,

2016 2015 Variance

S 6,522 $ 11,454 $ (4,932) $ 11,454 $ 4,952 $ 6,502
8,141 1,815 6,326 1,815 1.844 (29)

235 — 235 — - -
$ 14398 $ 13,269 $ 1,629 $ 13,269 $ 6,796 $ 6,473

s 13,454 $ 11,552 $ 1,902 $ 11,552 $ 7,508 $ 4,044

$ 9399 $ 4,998 $ 4,901 $ 4,998 $ 4,998

$ 38351 $ 29,819 $ 8,432 $ 29,819 $ 14,304 $ 15,515
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Service Expansions

White Oak Mainline Expansion Project
In August 2014, Eastern Shore entered into a precedent agreement with an electric power generator in Kent County, Delaware, to 
provide a 20-year natural gas transmission for 45,000 Dts/d. In July 2016, the FERC authorized Eastern Shore to construct and 
operate the project, which consists of 5.4 miles of 16-inch pipeline looping and new compression capability in Delaware. Eastern 
Shore provided interim services to this customer until construction was completed and long-term service commenced in March 
2017. This service generated an additional gross margin of $85,000 during the year ended December 31,2017 compared to 2016. 
Service provided under the 20-year agreement generated gross margin of $7.5 million during 2017 and is expected to generate 
between $5.8 million and $7.8 million annually through the remaining term of the agreement.

TETLP upgrades
In March 2016, Eastern Shore completed improvements at its TETLP interconnect facilities to increase natural gas receipts from 
TETLP by 53,000 Dts/d, for a total capacity of 160,000 Dts/d. This increased capacity generated additional gross margin of $ 1.2 
million in 2017 compared to 2016.

2016 Eastern Shore System Reliability Project
In the second quarter of 2017, Eastern Shore completed construction of approximately 10.1 miles of 16-inch pipeline looping and 
auxiliary facilities in New Castle and Kent Counties, Delaware, and a new compressor at its existing compressor station in Sussex 
County, Delaware to further enhance the reliability of its system. The 2016 System Reliability Project was included in Eastern 
Shore's January 2017 base rate case filing, for which a settlement agreement was filed with the FERC in December 2017. A 
discussion of the settlement agreement can be found below under “Regulatory Proceedings.”

New Smyrna Beach, Florida Project
In the fourth quarter of2017. Peninsula Pipeline started construction of a 14-mile transmission pipeline in Volusia County, Florida, 
that interconnects with FGT's pipeline. Peninsula Pipeline entered into a 20-year agreement with FPU, which will assist FPU in 
serving its current and planned customer growth. We recognized $235,000 of margin from this expansion during the year ended 
December 31,2017, and we expect to recognize gross margin of approximately $1.4 million annually thereafter.

GRIP
GRIP is a natural gas pipe replacement program approved by the Florida PSC, designed to expedite the replacement of qualifying 
distribution mains and services (any material other than coated steel or plastic) to enhance the reliability and integrity of the Florida 
natural gas distribution systems. This program allows recovery, through regulated rates, of capital and other program-related costs, 
inclusive of a return on investment, associated with the replacement of the mains and services. Since the program's inception in 
August 2012, we have invested $113.6 million to replace 247 miles of qualifying distribution mains, including $10.8 million and 
$26.0 million during 2017 and 2016, respectively. GRIP generated additional gross margin of $1.9 million in 2017 compared to 
2016.

Eight Flags' CHP Plant
The Eight Flags CHP plant consists of a natural-gas-fired turbine and electric and steam generator in Amelia Island, Florida, which 
produces approximately 21 MW of base load power and 75,000 pounds per hour of residual steam. In June 2016, Eight Flags 
began selling power generated from the plant to FPU under a 20-year power purchase agreement for distribution to its retail electric 
customers. In July 2016, Eight Flags began selling steam, under a separate 20-year contract, to the industrial customer that owns 
the property on which the plant is located.

The CHP plant is powered by natural gas transported by FPU, through its distribution system, and by Peninsula Pipeline. For the 
year ended December 31,2017, Eight Flags and other affiliates of Chesapeake Utilities generated $4.9 million in additional gross 
margin as a result of these services. The increase for the year ended December 31,2017, includes $537,000 in gross margin from 
FPU and Peninsula Pipeline.

Regulatory Proceedings

Eastern Shore Rate Case
In December 2017, Eastern Shore filed an uncontested settlement agreement for its January 2017 base rate case filing with the 
FERC. FERC approved the settlement agreement by a letter order on February 28,2018. The order will be deemed final upon 
the expiration of the right to rehearing on March 30, 2018. Under the terms of the settlement agreement. Eastern Shore would 
recover the costs of its 2016 System Reliability Project, along with the cost of investments and expenses associated with various 
expansion, reliability and safety initiatives. Pursuant to the settlement agreement. Eastern Shore would record and recognize an 
increase in annual base rates of approximately $9.8 million, prior to any federal tax reform impact. However, the settlement 
agreement prescribes the methodology for adjusting these rates as a result of tax reform. For the twelve months ended December 
31, 2017, Eastern Shore recognized incremental gross margin of approximately $3.7 million.
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Delaware Division Rate Case
In December 2016, the Delaware PSC approved a settlement agreement, which, among other things, provided for an increase in 
our Delaware Division revenue requirement of approximately $2.3 million and a rate of return on common equity of 9.75 percent. 
The new authorized rates went into effect on January 1,2017. For the year ended December 31,2017, we recorded incremental 
gross margin of approximately $831,000 related to the rate case.

Electric Limited Proceeding
In July 2017, FPU filed a petition with the Florida PSC for the recovery of a limited number of investments and associated costs 
related to reliability, safety and modernization initiatives for its electric distribution systems, as well as the investment and costs 
associated with the previously filed FPL interconnect project. In December 2017, the Florida PSC approved FPU’s electric limited 
proceeding filing via a settlement agreement, including a $ 1.6 million annualized rate increase effective for meter reads beginning 
in early January 2018. This increase will continue through at least the last billing cycle of December 2019. For the year ended 
December 31, 2017, additional margin of $94,000 was generated. The settlement agreement prescribes the methodology for 
adjusting the new rates as a result of the recent tax reform.

Major Projects and Initiatives Currently Underway

2017 Expansion Project
This project will expand Eastern Shore's firm service capacity by 26 percent, providing 61,162 Dts/d of additional firm natural 
gas transportation service on Eastern Shore's pipeline system with an additional 52,500 Dts/d of firm transportation service at 
certain Eastern Shore receipt facilities pursuant to precedent agreements entered into with existing customers. We expect to invest 
approximately $117.0 million in this expansion project, which will generate approximately $15.8 million of gross margin in the 
first full year after the new transportation services go into effect. In October 2017, the FERC issued a CP authorizing Eastern 
Shore to construct and operate the proposed 2017 Expansion Project. In December 2017, the TETLP interconnect was placed into 
service. In conjunction with this interconnect going into service. Eastern Shore recognized incremental gross margin of $433,000, 
including interim services, for the year ended December 31, 2017. The remaining segments of the 2017 Expansion Project are 
expected to be placed into service in various phases over the second through fourth quarters of 2018.

Northwest Florida Expansion Project
Peninsula Pipeline and our Florida natural gas division are constructing apipeline in Escambia County, Florida, that will interconnect 
with the FGT interstate pipeline. The project consists of 33 miles of 12-inch transmission line from the FGT interconnect along 
with 4.7 miles of 10-inch transmission line that will be operated by Peninsula Pipeline and 4.8 miles of 8-inch lateral distribution 
lines that will be operated by our Florida natural gas division. We have signed agreements to serve two large customers and continue 
to market to other customers close to the facilities. The estimated annual gross margin from this project is $6.0 million, and the 
project is currently expected to be in service by the end of the second quarter of 2018. We are currently in negotiations with several 
customers to provide additional services that could, if finalized, necessitate a capacity increase in this expansion project and, 
therefore, generate additional gross margin.

(Palm Beach County) Belvedere, Florida Project
Peninsula Pipeline is constructing a pipeline in Palm Beach County, Florida, that will interconnect with FGTs pipeline. The 
project consists of approximately two miles of transmission pipe that will bring gas directly to FPU’s distribution system in West 
Palm Beach. Completion of this project is expected by the end of the third quarter of 2018. Estimated annual gross margin 
associated with the project is approximately $600,000.

Other Natural Gas Growth - Distribution Operations
Customer growth for the Delmarva Peninsula natural gas distribution operations generated $1.6 million in additional gross margin 
for the year ended December 31,2017, compared to the same period in 2016. The average number of residential customers on 
the Delmarva Peninsula increased by 3.8 percent in 2017 compared to 2016.

Our Florida natural gas distribution operations generated $ 1.2 million in additional gross margin for the year ended December 31, 
2017, compared to 2016, with approximately two-thirds of the margin growth generated from commercial and industrial customers 
and one-third of the margin growth generated from new residential customers.
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Weather and Consumption
Although 2017 was warmer than the prior year, colder temperatures in the fourth quarter generated additional margin for the year 
of $578,000. Compared to normal, warmer-than-normal temperatures in 2017 reduced gross margin by $2.0 million. The following 
table summarizes HDD and CDD variances from the 10-year average HDD/CDD {"Normal") for 2017,2016 and 2015.

HDD and CDD Information

For the Years Ended December 31, 2017 2016 Variance 2016 2015 Variance
Delmarva

Actual HDD 3,800 3,979 (179) 3,979 4,363 (384)
10-Year Average HDD ("Normar) 4,374 4,453 (79) 4,453 4,496 (43)
Variance from Normal (574) (474) (474) (133)

Florida
Actual HDD 533 672 (139) 672 569 103
10-Year Average HDD ("Normal") 81$ 828 (10) 828 859 (31)
Variance from Normal (285) (156) (156) (290)

Ohio
Actual HDD 5,126 5,529 (403) 5,529 2,404 N/A
10-Year Average HDD ("Normal") 5,914 5,918 (4) 5,918 2,903 N/A
Variance from Normal (788) (389) (389) (499)

Florida
Actual CDD 3,013 3,152 (139) 3,152 3,338 (186)
10-Year Average CDD ("Normal") 2,865 2,820 45 2,820 2,760 60
Variance from Normal 148 332 332 578

‘‘’HDD for Ohio is presented from April 1,2015 through December 31,2015 since Aspire Energy commenced operations on April 1,2015.

Propane Results
Our Florida and Delmarva Peninsula propane distribution operations continue to pursue a multi-pronged growth strategy, which 
includes targeting retail and wholesale customer growth in existing markets, both organically as well as through acquisitions; 
incremental growth from recent and planned start-ups in new markets, targeting new community gas systems in high growth areas; 
further build-out of our propane vehicular platform through AutoGas fueling stations; and optimization of our supply portfolio to 
generate incremental margin opportunities. Over the years, we have focused on meeting customer energy demand, and we have 
created a portfolio of offerings regardless of whether the customer is served via a pipeline or through an individual tank. AutoGas 
is our most recent offering that meets customers’ varying demands.
These operations generated $2.8 million in incremental margin for the year ended December 31, 2017, compared to 2016. In 
addition, successful marketing initiatives led to increased volumes sold and revenues from service contracts. Supply management 
initiatives, including favorable hedging of propane purchases, have facilitated improvement in retail propane margins as well as 
opportunities to generate incremental margin from wholesale sales.
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The following tables summarize gross margin for our propane distribution operations for the year ended December 31, 2017:

Gross Margin Increase
For the Year Ended 12/31/2017
Growth in wholesale propane margins and sales $ 678
Higher retail propane margins per gallon 645
Increased customer consumption driven by growth and other factors 657
Higher service contract revenue 248
Additional growth in AutoGas 171
Additional customer consumption - weather 122
Other i; 279

$ 2,800

PESCO
PESCO markets and sells natural gas to wholesale, industrial and commercial customers and manages natural gas storage and 
transportation assets in several market areas. PESCO also provides management of storage and transportation assets for natural 
gas producers and regulated utilities. These management transactions typically involve the release of storage and/or transportation 
capacity in combination with an obligation to purchase and/or deliver natural gas. In April 2017, PESCO entered into 3-year asset 
management agreements with our Delmarva Peninsula natural gas distribution operations whereby PESCO manages a portion of 
their natural gas transportation and storage capacity.

In conjunction with the active management of these contracts, PESCO generates financial margin by identifying market 
opportunities and simultaneously entering into natural gas purchase/sale, storage or transportation contracts and/or financial 
derivatives contracts. The financial derivatives contracts consist primarily of exchange-traded futures that are used to manage 
volatility in natural gas market prices. Volatility in PESCO’s recorded gross margin and operating income can occur over periods 
of time due to changes in the value of financial derivatives contracts prior to the time of the settlement of the financial derivatives 
and the purchase or sale of the underlying physical commodity. Derivatives accounting has no impact on economic gains or losses 
of the purchase or sale contracts. PESCO’s results may also fluctuate based on the actual demand of its customers relative to its 
initial estimates of their demand, and PESCO's ability to manage its supply portfolio, considering weather and other factors, 
including pipeline constraints.

In the fourth quarter of 2017, PESCO executed financial derivatives contracts to lock in margin associated with a specified quantity 
of natural gas to be delivered in the first quarter of 2018. As regional natural gas prices rose during the fourth quarter of 2017, the 
financial derivatives contracts were valued based on MTM accounting, and an unrealized loss was recorded. Upon their settlement 
during the first quarter of 2018, these derivatives contracts will be matched against the physical contracts with the margin realized 
at that time.

For the year ended December 31,2017, PESCO’s gross margin decreased by $2.4 million, which represents the impact of the $5.8 
million unrealized MTM loss related to financial derivatives contracts that were valued at the end of the year, offset by $3.4 million 
from: (a) additional gross margin generated primarily from natural gas sales to end users within one Columbia Gas of Ohio customer 
pool under a supplier agreement, which expired on March 31, 2017; and (b) increased margin from commercial and industrial 
customers served in Florida.

PESCO utilizes hedge accounting to better match the hedged items and the related hedging instruments when appropriate and we 
utilize MTM accounting in those situations where hedge accounting is not appropriate. In 2018, we will be adopting ASU 2017-12, 
Targeted Improvements to Accounting for Hedging Activities, the updated hedge accounting standard, which we expect will reduce 
the MTM volatility in PESCO’s results due to better alignment of risk management activities and financial reporting, risk component 
hedging and certain other simplifications of hedge accounting guidance. PESCO's results for the year ended December 31,2017, 
adjusted for the unrealized MTM loss, were as follows:
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Gross Margin Operating Income
For the Year ended December 31,2017
(in thousands)
As Reported $ 2,212 $ (3,147)
Unrealized MTM loss 5,783 5,783
Adjusted totals excludingjunrealized MTMdoss 7,995 $ 2,636

Xeron
As disclosed previously, Xeron's operations were wound down during the second quarter of 2017. Operating income for the 
quarter and year ended December 31, 2017, improved by $854,000 and $880,000, respectively, due to the absence of the trading 
losses experienced in 2016. As part of the wind-down, we incurred non-recurring employee severance costs and other costs 
associated with the termination of leased office space in Houston, Texas during 2017. These expenses were recorded in other 
(expense) income, net. We do not anticipate incurring any additional costs that will have a material impact associated with winding 
down Xeron's operations.

Positioning the Company for Future Growth

Resource Allocation
To support and continue our growth, we have expanded, and will continue to expand, our resources and capabilities. Eastern Shore 
continues to significantly expand its transmission system, and has therefore increased its staffing. Growth in non-regulated energy 
businesses, including Aspire Energy, PESCO and Eight Flags, requires additional staff as well as corporate resources to support 
the increased level of business operations. Finally, to allow us to continue to identify and move growth initiatives forward and to 
manage their integration into Chesapeake Utilities' growing portfolio, resources have been added in our corporate shared services 
departments. In the twelve months ended December 31,2017, our staffing and associated costs increased by $8.0 million, or 10.4 
percent, compared to the same period in 2016. We have requested recovery of most of Eastern Shore's increased staffing costs in 
its 2017 rate case filing, for which we have filed an uncontested settlement agreement with the FERC. We are prudently managing 
the pace and magnitude of the investments being made, while ensuring that we appropriately expand our human resources and 
systems capabilities to manage current growth and to identify and capitalize on future growth opportunities. In support of these 
goals, we continue to pursue investments that typically are earnings accretive within the first twelve months.
Financing the Growth
Our target ratio of equity to total capitalization, including short-term borrowings, is between 50 and 60 percent. This target capital 
structure ensures that we maintain a strong balance sheet to support continued growth. Over the last several years, we have 
deployed increased amounts of capital on new projects, many of which have longer construction periods. We seek to align the 
permanent financing of these capital projects with the in-service dates to the extent feasible.

Accordingly, we have utilized increasing amounts of short-term debt to fund these projects. In September 2016, shortly after the 
completion of Eight Flags' CHP plant and several other key growth projects, we completed a $59.8 million public offering of our 
common stock, which increased our outstanding common stock by 960,488 shares. The higher number of shares outstanding 
reduced earnings per share by approximately $0.16 per share for the twelve months ended December 31, 2017.
As several large projects were completed in 2017, we refinanced $70.0 million of short-term debt as 3.25 percent senior notes. 
The refinancing resulted in increased interest expense of $ 1.6 million or $0.06 per share; however, we locked in a very low interest 
rate for 15 years. We also recently executed the NYL Shelf Agreement, pursuant to which we will issue NYL Shelf Notes in two 
tranches in 2018 at an average interest rate of 3.53% for 20 years. We expect to take advantage of additional available permanent 
capital to optimize long-term interest costs, ensure adequate and competitive funding for new investments and maintain a solid 
balance sheet to support future capital deployment.

Chesapeake Utilities Corporation 2017 Form 10-K Page 37



Table of Contents

Regulated Energy

For the Year Ended December 31. 2017 2016
Increase

(decrease) 2016 2015
Increase

(decrease)
(in thousands)
Revenue $ 326,310 $ 305,689 $ 20,621 $ 305,689 $ 301,902 $ 3,787
Cost of sales 118,769 109,609 9,160 109,609 122,814 (13,205)
Gross margin 207,541 196,080 11,461 196,080 179,088 : 16,992
Operations & maintenance 92,355 88,098 4,257 88,098 83,616 4,482
Gain from a settlement (130) (130) — (130) ^ (1,497) ii 1,367
Depreciation & amortization 28,554 25,677 2,877 25,677 24,195 1,482
Other taxes 13,602 12,584 1,018, 12;584 11,789
Operating expenses 134,381 126,229 8,152 126,229 118,103 8,126
Operating Income $ 73,160 $ 69,851 $ 3,309 $ 69,851 $ 60,985 $-.; 8,866

2017 compared to 2016

Operating income for the Regulated Energy segment for 2017 was $73.2 million, an increase of $3.3 million, or 4.7 percent, 
compared to 2016. The increased operating income was due to an increase in gross margin of $11.5 million, offset by higher 
operating expenses of $8.2 million.

Gross Margin
Items contributing to the period-over-period gross maigin increase are listed in the following table:

(in thousands)
Gross margin for the twelve months ended December 31,2016
Factors contributing to the gross maigin increase for the twelve mondis endedDecember 31,2017;

$ 196,080

. 1 ! .
Implementation of Eastern Shore rates 3,693
Natural gas growth (excluding service expansions) ; 2,818
Service expansions 2,062
Additional margin from GRIP in Florida :i 1,902
Implementation of Delaware Division rates 831
Service to Eight Flags ^ . ' 537
Other (382)
Gross margin for die twelve months ended December 31,2017 .$ 207,S41

The following is a narrative discussion of the significant items in the foregoing table, which we believe is necessary to understand
the information disclosed in the table.

Implementation of Eastern Shore Rates

Eastern Shore generated additional gross margin of $3.7 million from implementation of new base rates as a result of its rate case
filing. See Note 18, Rates and Other Regulatory Activities, to the consolidated financial statements for additional details.

Natural Gas Growth (Excluding Service Expansions)

Increased gross margin of $2.8 million from growth (excluding service expansions) was generated primarily from:

• $1.6 million from a 3.8 percent increase in the average number of residential customers served by the Delmarva Peninsula 
natural gas distribution operations, as well as growth in the number of commercial and industrial customers served; and

• $1.2 million from our Florida natural gas distribution operations' customer growth, with approximately two-thirds of the 
margin growth generated from commercial and industrial customers and one-third of the margin growth generated from 
new residential customers.

Service Expansions

We generated additional gross margin of $2.1 million from natural gas service expansions from the following:
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• $1.2 million from natural gas service expansions related to short-term firm service that commenced in March 2016, 
following certain measurement and related improvements to Eastern Shore's interconnect with TETLP, which increased 
Eastern Shore's natural gas receipt capacity from TETLP;

• $433,000 from Eastern Shore’s new interim services provided to industrial customers in Delaware as a result of a portion 
of Eastern Shore's 2017 Expansion Project being placed in service in December 2017;

• $298,000 from Eastern Shore's increase in rates for a long-term firm service to an industrial customer in New Castle 
County, Delaware; and

• $235,000 generated by Peninsula Pipeline from the New Smyrna Beach Expansion Project.

Additional Revenue from GRIP in Florida
Increased investment in GRIP generated additional gross margin of $1.9 million in 2017 compared to 2016.

Implementation of Delaware Division Rates

Our Delaware Division generated additional gross margin of $831,000 as a result of its rate case settlement. See Note 18, Rates 
and Other Regulatory Activities, to the consolidated financial statements for additional details.

Service to Eight Flags

We generated additional gross margin of $537,000 in 2017, compared to 2016, from new natural gas transmission and distribution 
services provided by our affiliates to Eight Flags' CHP plant.

Other Operating Expenses

Other operating expenses increased by $8.2 million. The significant components of the increase in other operating expenses 
included:

• $4.1 million in higher depreciation, asset removal and property tax costs associated with recent capital investments;
• $3.6 million in higher payroll expenses for additional personnel to support growth; and
• $1.0 million in increased regulatory expenses, due primarily to costs associated with Eastern Shore’s rate case filing in 

2017; partially offset by
• $529,000 in lower credit, collection and customer services expenses.

2016 compared to 2015
Operating income for the Regulated Energy segment for 2016 was $69.9 million, an increase of $8.9 million, or 14.5 percent, 
compared to 2015. The increased operating income was due primarily to an increase in gross margin of $17.0 million partially 
offset by an $8.1 million increase in other operating expenses to support growth.

Gross Marein
Items contributing to the period-over-period gross margin increase are listed in the following table:

{in thousands)
Gross margin for the year ended December 31,2015
Factors contributing to the gross margin increase for the year ended December 31, 2016: 

Service expansions
Additional revenue from GRIP in Florida 
Natural gas growth (excluding service expansions)
Implementation of Delaware Division rates 
Service to Eight Flags 
Sandpiper SIR
Decreased customer consumption - weather 
Other

Gross margin for the year ended December 31,2016

179,088

7,192
4,044
2,734
1,487
1,369

736
(282)
(288)

196,080
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The following is a narrative discussion of the significant items in the foregoing table, which we believe is necessary to understand 
the information disclosed in the table.

Service Expansions
Increased gross margin from natural gas service expansions was generated primarily from the following:

• $5.4 million associated with service to an electric power generator in Kent County, Delaware, representing $6.8 million 
from the short-term OPT Service that commenced in December 2015, which was offset by a $1.4 million decrease in 
gross margin from the conclusion of the interruptible service Eastern Shore provided to this customer in 2015;

• $1.4 million from short-term firm service that commenced in March 2016, following certain measurement and related 
improvements to Eastern Shore's interconnect with TETLP that increased Eastern Shore's natural gas receipt capacity 
from TETLP by 53,000 Dts/d, for a total capacity of 160,000 Dts/d; and

• $719,000 from natural gas transmission service, which was part of the major expansion initiative in Polk County, Florida.
• The foregoing gross margin increases were offset by a gross margin decrease of $243,000 resulting from a reduction in 

Eastern Shore's rates for a long-term firm service to an industrial customer in New Castle County, Delaware.

Additional Revenue from GRIP in Florida

GRIP investments during 2016 and 2015 by our Florida natural gas distribution operations generated $4.0 million in additional 
gross margin.

Natural Gas Growth (excluding service expansions)

Increased gross margin from other growth in natural gas (excluding service expansions) was generated primarily from:

• $ 1.5 million from a 3.6 percent increase in the average number of residential customers served by the Delmarva Peninsula 
natural gas distribution operations, as well as growth in the number of commercial and industrial customers; and

• $1.2 million from Florida natural gas distribution operations' customer growth, due primarily to new services to 
commercial and industrial customers.

Implementation of Delaware Division Rates

Our Delaware Division generated additional gross margin of $1.5 million from the implementation of rates as a result of its base 
rate filing, for the year ended December 31,2016. See Note 18, Rates and Other Regulatory Activities, to the consolidated financial 
statements for additional details.

Service to Eight Flags

We generated additional gross margin of $1.4 million from new natural gas transmission and distribution services provided to 
Eight Flags’ CHP plant, commencing in June 2016.

Sandpiper SIR

Sandpiper generated additional gross margin of $736,000 from higher margins associated with the continued conversion of its 
distribution system from propane to natural gas.

Operatinff Expenses
Operating expenses increased by $8.1 million. The significant components of the increase in operating expenses included:

• $3.6 million in higher staffing and associated costs for additional personnel to support growth;
• $2.6 million in higher depreciation, asset removal and property tax costs associated with recent capital investments to 

support growth and system integrity; and
• $1.4 million due to the absence of a $ 1.5 million gain from a customer billing system settlement in 2015.
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Unregulated Energy

Increase Increase
For the Year Ended December 31. 2017 2016 (decrease) 2016 2015 (decrease)
(in thousands)
Revenue . S 324,595 $ 203,778 $ 120,817 $ 203,778 $ 162,108 $ 41,670
Cost of sales 252,023 138,816 113,207 138,816 101,791 37,025
Gross margin 72,572 64,962 7,610 64,962 60,317 4,645
Operations & maintenance 48,730 42,659 6,071 42,659 36,536 6,123
Depreciation & amortization 7,954 6,386 1,568 6,386 5,679 707
Other taxes 3,411 2,073 1,338 2,073 1,747 326
Operating expenses 60,095 51,118 8,977 51,118 43,962 7,156
Operating Income $ 12,477 $ 13,844 $ (1,367) $ 13,844 $ 16,355 $ (2,511)

2017 Compared to 2016

Operating income for the Unregulated Energy segment for 2017 was $12.5 million, a decrease of $1.4 million compared to 2016. 
The decreased operating income was due to an increase in gross margin of $7.6 million, which was offset by an increase of $9.0 
million in operating expenses. Gross margin and operating income, excluding the impact of the unrealized MTM loss on energy- 
related derivatives, grew by $13.4 million, or 20.6 percent, and $4.4 million, or 31.9 percent, respectively, during 2017 compared 
to 2016.

Gross Marsin
Items contributing to the period-over-period increase in gross margin are listed in the following table:

(in thousands)
Gross margin for the year ended December 31,2016
Factors contributing to the gross margin increase for the year ended December 31, 2017:
PESCO - unrealized MTM loss
Eight Flags' CHP plant
PESCO - margin from operations
Customer consumption - weather and other
Pricing amendments to Aspire Energy's long-term agreements
Higher wholesale propane sales and margins
Wind-down of Xeron operations
Improved retail propane margins
Other
Gross margin for the year ended December 31,2017

64,962

(5.783)
4.365
3.365 
2,144 
1,125

678
658
645
413

$ 72,572

The following is a narrative discussion of the significant items in the foregoing table, which we believe is necessary to understand
the information disclosed in the table.

Eight Flags

Eight Flags' CHP plant generated $4.4 million in additional gross margin in 2017 during its first full year of operations.

Natural Gas Marketing - PESCO

PESCO's gross margin decreased by $2.4 million due primarily to:
• $5.8 million in the unrealized MTM loss related to PESCO's financial derivatives contracts that were valued at the end 

of the year; offset by
♦ $3.4 million in additional gross margin generated primarily from: (a) providing natural gas to end users within one 

customer pool pursuant to a supplier agreement with Columbia Gas of Ohio, which expired on March 31,2017, and (b) 
an increase in commercial and industrial customers served in Florida.
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Customer Consumption - Weather and Other

Gross margin increased by $2.1 million due to higher sales of propane for our propane distributions operations, increased demand 
for propane in Florida due to weather conditions during the third quarter of 2017 and increased deliveries by Aspire Energy. On 
the Delmarva Peninsula and in Ohio, significantly colder temperatures in the latter half of December drove increased customer 
demand.

Pricing Amendments to Aspire Energy's Long-Term Agreements
An increase in gross margin of $1.1 million due to favorable pricing amendments to several long-term sales agreements. 

Wholesale Propane Sales and Margins

Gross margin increased by $678,000, due primarily to increased volumes and favorable supply management activities for the 
Delmarva Peninsula propane distribution operations, as well as higher throughput margins in Florida. Growth of the wholesale 
business is a component of our propane growth strategy.

Wind-down ofXeron operations
The absence of the prior year operating loss from Xeron increased gross margin by $658,000.

Retail Propane Margins

Gross margin increased by $645,000, due primarily to favorable supply management activities and market conditions.

Other Operating Expenses

Other operating expenses increased by $9.0 million. The significant components of the increase in other operating expenses 
included:

• $2.9 million in higher operating expenses by Eight Flags' CHP plant in support of the margin generated;
• $2.9 million in higher payroll costs for additional personnel to support growth;
• $1.0 million in higher depreciation expense, of which $476,000 relates to lower depreciation recorded in 2016 as a result 

of the final accounting for the acquisition of Aspire Energy;
• $1.0 million in higher benefits and employee-related costs in 2017; and
• $594,000 in higher taxes, other than property and income taxes.

2016 Compared to 2015

Operating income for the Unregulated Energy segment for 2016 was $13.8 million, a decrease of $2.5 million, compared to 2015. 
The decrease primarily reflected the impact of warmer weather, a return to more normal retail margins in the propane business 
and an operating loss generated by Xeron. Gross margin contributions in 2016 from Aspire Energy, Eight Flags and PESCO, offset 
most of the impact. The overall increase in gross margin of $4.6 million, was more than offset by an increase in other operating 
expenses of $7.2 million.

Gross Marsin

Items contributing to the year-over-year gross margin increase were as follows:

(in thousands)
Gross margin for tihe year ended December 31,2015
Factors contributing to the gross margin increase for the year ended December 31,2016:

Aspire Energy 
Eight Flags' CHP plant 
Decreased retail propane margins 
Decreased customer consumption - weather and other 
Natural gas marketing - PESCO 
Lower margins for Xeron

^ Debreased'whoieshle^^efd^ih^^^.-- =

Other
Gross margin for the year ended December 31,2016

$ #,317^

5,947
3,629

C2/770)
(1,414)

-C-::

* ?fl,043 
(847) 

If (279) 
......... (664)

$ 64,962
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The following is a narrative discussion of the significant items in the foregoing table, which we believe is necessary to understand 
the information disclosed in the table.

Aspire Energy
Aspire Energy generated $5.9 million in additional gross margin in 2016, of which $4.2 million was realized in the first quarter 
of 2016, due to the fact that 2015 included only nine months of results. Aspire Energy became a wholly-owned subsidiary of 
Chesapeake Utilities on April 1, 2015. Pricing amendments to long-term gas sales agreements, additional management fees and 
higher volumes delivered to Columbia Gas of Ohio and CGC contributed $1.7 million of this increase.

Eight Flags' CHP Plant

Eight Flags' CHP plant, which commenced operations in June 2016, generated $3.6 million in gross margin from the sale of steam 
and electricity generated by the plant during 2016, compared to no margin in 2015.

Decreased Retail Propane Margins

Lower retail propane margins for our Delmarva Peninsula and Florida propane distribution operations decreased gross margin by 
$2.8 million in 2016, of which $2.4 million is associated with the larger Delmarva Peninsula propane distribution operation, as 
retail margins per gallon returned to more normal levels. The decline in margin was driven principally by lower propane prices 
and local market conditions. The levels of retail margins per gallon generated during 2015 were not expected to be sustained over 
the long term. Accordingly, we continue to assume more normal levels of margins in our long-term financial plans and forecasts.

Decreased Customer Consumption - Weather and Other
Gross margin decreased by $ 1.4 million as a result of lower sales due to warmer weather in 2016 compared to 2015. In addition, 
the lower sales were expected as more customers in Ocean City, Maryland, and surrounding areas were converted from propape 
to natural gas.

Natural Gas Marketing - PESCO
Gross margin generated by PESCO was $4.6 million in 2016, compared to $3.6 million in 2015. Favorable results in 2016 from 
increased customer contracts in Florida and on the Delmarva Peninsula were offset by a $1.5 million loss associated with the SCO 
supplier agreement, where revenue from transported volumes was insufficient to cover PESCO’s fixed storage and pipeline fees, 
given the seasonality of volumes as well as warmer temperatures. Under the contract, PESCO paid fixed storage and pipeline fees 
over the entire twelve-month period, although the volumes were highest in the first quarter of 2017, followed by the fourth quarter 
of 2016 {contract period of April 1,2016- March 31,2017).

Lower Margins for Xeron

Gross margin generated by Xeron was ($546,000) in 2016 compared to $301,000 in 2015. Gross margin was impacted by 
unfavorable crude oil and propane futures trading.

Operating Expenses
Operating expenses increased by $7.2 million. The significant components of the increase in operating expenses included:

• $2.8 million in operating expenses incurred by Aspire Energy, with $1.6 million representing expenses incurred in the 
first quarter of 2016, compared to zero in the first quarter of 2015, when Aspire Energy’s operations had not yet commenced;

• $2.4 million incurred by Eight Flags' CHP plant, which commenced operations in June 2016;
• $817,000 in higher staffing and additional costs for additional personnels support growth; and
• $683,000 in higher outside services costs associated primarily with growth and ongoing compliance activities.
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Other Income (Expense)
Other income (expense) for 2017, 2016, and 2015 was $(765,000), $(441,000) and $293,000, respectively, which includes costs 
incurred in winding down Xeron, non-operating investment income, interest income, late fees charged to customers and gains or 
losses from the sale of assets for our unregulated businesses.

Interest Expense

2017 Compared to 2016
Interest charges for 2017 increased by approximately $2.0 million, or 18.9 percent, compared to 2016. The increase is attributable 
to an increase of $ 1.3 million in interest on higher short-term borrowings and an increase of $ 1.0 million in interest on long-term 
debt, largely as a result of the issuance of the Prudential Shelf Notes in April 2017. The remaining balance is interest expense 
related to customer deposits.

2016 Compared to 2015
Interest charges for 2016 increased by approximately $633,000, or 6.3 percent, compared to 2015. The increase is attributable to 
an increase of $1.3 million in interest expense from higher short-term borrowings, offset by a decrease of $469,000 in long-term 
interest charges due to principal repayments of our long-term debt. The remaining balance is interest expense related to customer 
deposits.

Income Taxes

2017 Compared to 2016
Income tax expense was $14.3 million for 2017, compared to $28.3 million in 2016. The decrease was due primarily to the 
revaluation of deferred tax assets and liabilities from our unregulated businesses as a result of the implementation of the TCJA, 
which decreased our deferred income tax expense by $14.3 million. Excluding the impact of the implementation of the TCJA, our 
effective tax rate was 39.5 percent in 2017, compared to 38.8 percent in 2016. Our expected effective tax rate for 2018 is 
approximately 27.5 percent.

2016 Compared to 2015
Income tax expense was $28.3 million for 2016, compared to $26.9 million in 2015. The increase was due primarily to higher 
taxable income. Our effective tax rate was 38.8 percent in 2016, compared to 39.5 percent in 2015.

Liquidity AND Capital Resources

Our capital requirements reflect the capital-intensive and seasonal nature of our business and are principally attributable to 
investment in new plant and equipment, retirement of outstanding debt and seasonal variability in working capital. We rely on 
cash generated from operations, short-term borrowings, and other sources to meet normal working capital requirements and to 
temporarily finance capital expenditures. We may also issue long-term debt and equity to fund capital expenditures and to more 
closely align our capital structure to our target capital structure.

Our energy businesses are weather-sensitive and seasonal. We normally generate a large portion of our annual net income and 
subsequent increases in our accounts receivable in the first and fourth quarters of each year due to significant volumes of natural 
gas, electricity, and propane delivered by our distribution operations and our natural gas gathering and processing operation to 
customers during the peak heating season. In addition, our natural gas and propane inventories, which usually peak in the fall 
months, are largely drawn down in the heating season and provide a source of cash as the inventory is used to satisfy winter sales 
demand.

Capital expenditures for investments in new or acquired plant and equipment are our largest capital requirements. Our capital 
expenditures were $191.1 million (including the purchase of certain assets of ARM) in 2017, $169.4 million in 2016 and $195.2 
million ($142.7 million, excluding $52.5 million, net of cash received, in connection with our acquisition of Gatherco) in 2015. 
The most significant capital expenditures in 2017 included investments in Eastern Shore's expansion projects, which include the 
2016 System Reliability Project, the White Oak Mainline project, and the 2017 System Expansion Project, as well as the Northwest 
Florida Expansion Project and GRIP.
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We have budgeted $181.6 million for capital expenditures in 2018. The following table shows the 2018 capital expenditure budget 
by segment and by business line:

(dollars in thousands)
Regulated Energy: .

Natural gas distribution $ 53,899
Natural gas transmission 92,562
Electric distribution 7,972

Total Regulated Energy 154,433
Unregulated Energy:

Propane distribution 11,235
Other unregulated energy 5,827

Total Unregulated Energy 17,062
Other:

Corporate and other businesses 10,097
Total Other 10,097

Total 2018 Capital Expenditures $ 181,592

The 2018 budget, excluding acquisitions, includes the remaining capital expenditures associated with Eastern Shore’s 2017 System 
Expansion Project; Florida's Northwest Florida Expansion Project; additional expansions of our natural gas distribution and 
transmission systems; continued natural gas infrastructure improvement activities; expenditures for continued replacement under 
the Florida GRIP; information technology systems; new buildings and facilities; and other strategic initiatives and investments.

The capital expenditure projection is subject to continuous review and modification. Actual capital requirements may vary from 
the above estimates due to a number of factors, including changing economic conditions, customer growth in existing areas, 
regulation, new growth or acquisition opportunities and availability of capital. Historically, actual capital expenditures have 
typically lagged behind the budgeted amounts. On average, over the last five years, our actual capital expenditures have averaged 
91 percent of the initial budgeted capital expenditures for those years.

The timing of capital expenditures can vary based on delays in regulatory approvals, securing environmental approvals and other 
permits. The regulatory application and approval process has lengthened in the past few years, and we expect this trend to continue.

Capital Structure
We are committed to maintaining a sound capital structure and strong credit ratings to provide the financial flexibility needed to 
access capital markets when required. This commitment, along with adequate and timely rate relief for our regulated energy 
operations, is intended to ensure our ability to attract capital from outside sources at a reasonable cost. We believe that the 
achievement of these objectives will provide benefits to our customers, creditors and investors.

The following presents our capitalization, excluding and including short-term borrowings, as of December 31,2017 and 2016:

December 31, 2017 December 31,2016
(in thousands)
Long-term debt, net of current maturities S 197,395 29% $ 136,954 23%
Stockholders’ equity 486,294 71% 446,086 77%
Total capitalization, excluding short-term borrowings $ 683,689 100% $ 583,040 100%

December 31,2017 December 31,2016
(in thousands)
Short-term debt $ 250,969 26% $ 209,871 26%
Long-term debt, including current maturities 206,816 22% 149,053 19%
Stockholders’ equity 486,294 52% 446,086 55%
Total capitalization, including short-term borrowings $ 944,079 100% $ 805,010 100%

Included in the long-term debt balances at December 31,2017, was a capital lease obligation associated with Sandpiper's capacity, 
supply and operating agreement ($620,000 excluding current maturities and $2.1 million including current maturities). At the
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closing of the ESG acquisition in May 2013, Sandpiper entered into this agreement, which has a six-year term. The capacity portion 
of this agreement is accounted for as a capital lease.

As of December 31, 2017, we did not have any restrictions on our cash balances. Chesapeake Utilities’ Senior Notes and FPU’s 
first mortgage bonds contain a restriction that limits the payment of dividends or other restricted payments in excess of certain 
pre-determined thresholds. As of December 31,2017, $209.7 million of Chesapeake Utilities’ cumulative consolidated net income 
and $104.9 million of FPU’s cumulative net income were free of such restrictions.

Our target ratio of equity to total capitalization, including short-term borrowings, is between 50 and 60 percent. We have maintained 
a ratio of equity to total capitalization, including short-term borrowings, between 50 percent and 56 percent during the past three 
years. In September 2016, we completed a public offering of 960,488 shares of our common stock at a public offering price per 
share of $62.26. The net proceeds from the sale of common stock, after deducting underwriting commissions and expenses, were 
approximately $57.4 million, which were added to our general funds and used to repay a portion of our short-term debt under 
unsecured lines of credit. Our equity to total capitalization ratio, including short-term borrowings, was 52 percent as of December 31, 
2017.
As described below under “Short-Term Borrowings,” we entered into the Credit Agreement and the Revolver with the Lenders in 
October 2015, which increased our borrowing capacity by $150.0 million. To facilitate the refinancing of a portion of the short
term borrowings into long-term debt, as appropriate, we also entered into long-term shelf agreements for the potential private 
placement of unsecured senior debt as further described below imder the heading “Shelf Agreements.”

We will seek to align, as much as feasible, any long-term debt or equity issuance(s) with the commencement of service, and 
associated earnings, for larger revenue generating capital projects. In addition, the exact timing of any long-term debt or equity 
issuance(s) will be based on market conditions.

Shelf Agreements

In October 2015, we entered into the Prudential Shelf Agreement, under which we may request that Prudential purchase, through 
October 8, 2018, up to $150.0 million of Prudential Shelf Notes. The Prudential Shelf Notes have a fixed interest rate and a 
maturity date not to exceed 20 years from the date of issuance. Prudential is under no obligation to purchase any of the Prudential 
Shelf Notes. The interest rate and terms of payment of any series of the Prudential Shelf Notes will be determined at the time of 
purchase.
In May 2016, Prudential approved the purchase of $70.0 million of 3.25 percent Prudential Shelf Notes, which were issued on 
April 21, 2017. The proceeds received from this issuance were used to reduce short-term borrowings under the Revolver. The 
balance under the Revolver had accumulated over time as capital expenditures were temporarily financed. As of December 31, 
2017, $80 million remains available for issuance under the Prudential Shelf Agreement.

In March 2017, we entered into the MetLife Shelf Agreement and the NYL Shelf Agreement, under which we may request that 
MetLife and NYL, through March 2,2020, purchase up to $150.0 million and $100.0 million, respectively, of our unsecured senior 
debt. The unsecured senior debt would have a fixed interest rate and a maturity date not to exceed 20 years from the date of 
issuance. MetLife and NYL are under no obligation to purchase any unsecured senior debt. The interest rate and terms of payment 
of any series of unsecured senior debt will be determined at the time of purchase.

In November 2017, NYL agreed to purehase $50.0 million of 3.48% "Series A" notes and $50.0 million of 3.58% "Series B" notes. 
The Series A notes and Series B notes will be issued on or before May 21,2018 and November 20,2018, respectively. The proceeds 
received from these issuances will be used to reduce short-term borrowings under the Revolver, lines of credit and/or to fund 
capital expenditures. The NYL Shelf Agreement has been fully utilized.

As of December 31, 2017, no request has been made to MetLife to purchase unsecured senior debt under the MetLife Shelf 
Agreement.
The Prudential Shelf Agreement, the MetLife Shelf Agreement and the NYL Shelf Agreement set forth certain business covenants 
to which we are subject when any note is outstanding, including covenants that limit or restrict our ability, and the ability of our 
subsidiaries, to incur indebtedness, or place or permit liens and encumbrances on any of our property or the property of our 
subsidiaries.

Short-Term Borrowings
Our outstanding short-term borrowings at December 31,2017 and 2016 were $251.0 million and $209.9 million, respectively, at 
weighted average interest rates of 2.42 percent and 1.43 percent, respectively.

We utilize bank lines of credit to provide funds for our short-term cash needs to meet seasonal working capital requirements and 
to temporarily fund portions of the capital expenditure program. In November 2017, we entered into a new $40.0 million credit
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facility with a new lender. As of December 31,2017, we had five unsecured bank credit facilities with four financial institutions 
totaling $220.0 million in available credit. In addition, since October 2015, we have $150.0 million of additional short-term debt 
capacity available under the Revolver with five participating Lenders. The terms of the Revolver are described in further detail 
below. None of the unsecured bank lines of credit requires compensating balances. We are currently authorized by our Board of 
Directors to borrow up to $275.0 million of short-term borrowing. As of February 27, 2018 the Board increased this limit from 
$275.0 million to $350.0 million.

The $150.0 million Revolver has a five-year term and is subject to the terms and conditions set forth in the Credit Agreement. 
Borrowings under the Revolver will be used for general corporate purposes, including repayments of short-term borrowings, 
working capital requirements and capital expenditures. Borrowings under the Revolver will bear interest at: (i) the LIBOR Rate 
plus an applicable margin of 1.25 percent or less, with such margin based on total indebtedness as a percentage of total capitalization, 
both as defined by the Credit Agreement, or (ii) the base rate plus 0.25% or less. Interest is payable quarterly, and the Revolver 
is subject to a commitment fee on the unused portion of the facility. We have the right, under certain circumstances, to extend the 
expiration date for up to two years on any anniversary date of the Revolver, with such extension subject to the Lenders' approval. 
We may also request the Lenders to increase the Revolver to $200.0 million, with any increase at the sole discretion of each Lender.

Our outstanding short-term borrowings at December 31,2017 and 2016 included $10.3 million and $8.6 million, respectively, of 
book overdrafts. Book overdrafts are not actual borrowings under the credit facilities; however, these book overdrafts, if presented, 
would be funded through the credit facilities and, therefore, were included in the short-term borrowings.

As of December 31, 2017, we had issued $5.0 million in letters of credit to various counterparties under the Revolver. Although 
the letters of credit are not included in the outstanding short-term borrowings and we do not anticipate they will be drawn upon 
by the counterparties, the letters of credit reduce the available borrowings under the Revolver.

Our outstanding borrowings under these unsecured short-term credit facilities at December 31,2017 and 2016 were $240.7 million 
and $201.3 million, respectively. Short-term borrowings were as follows during 2017, 2016 and 2015:

(in thousands)
Average borrowings 
Weighted average interest rate 
Maximum month-end borrowings

2017 2016 2015
183,561 $

2.03%
240,671 $

172,808 $
1.43%

201,311 $

102,220
1.19%

168,757

Cash Flows
The following table provides a summary of our operating, investing and financing cash flows for the years ended December 31, 
2017,2016 and 2015:

For the Year Ended December 31,

(in thousands)
Net cash provided by (used in):

Operating activities 
Investing activities 
Financing activities

Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents—beginning of period 
Cash and cash equivalents—end of period

2017 2016 2015

$ 110,089 $ 104,141 $ 104,715
(186,895) (170,037) (164,539)

78,242 67,219 58,013
1,436 1,323 (1,811)
4,178 2,855 4,574

$ 5,614 $ 4,178 $ 2,763

Cash Flows Provided bv Ooeratins Activities
Changes in our cash flows from operating activities are attributable primarily to changes in net income, adjusted for non-cash 
items such as depreciation and changes in deferred income taxes, and working capital. Changes in working capital are determined 
by a variety of factors, including weather, the prices of natural gas, electricity and propane, the timing of customer collections, 
payments for purchases of natural gas, electricity and propane, and deferred fuel cost recoveries.

We normally generate a large portion of our annual net income and related increases in our accounts receivable in the first and 
fourth quarters of each year due to significant volumes of natural gas and propane delivered by our natural gas and propane 
distribution operations and our natural gas supply, gathering and processing operation to customers during the peak heating season.
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In addition, our natural gas and propane inventories, which usually peak in the fall months, are largely drawn down in fhe heating 
season and provide a source of cash as the inventory is used to satisfy winter sales demand.

During 2017 and 2016, net cash provided by operating activities was $110.1 million and $104.1 million, respectively, resulting 
in an increase in cash flows of 6.0 million. Significant operating activities generating the cash flows change were as follows:

• Net income, adjusted for reconciling activities, decreased cash flows by $485,000. Key reconciling items included: the 
revaluation of deferred tax assets and liabilities of our unregulated businesses as a result of the implementation of the 
TCJA, which decreased our deferred tax expense by $14.3 million, higher non-cash adjustments for depreciation and 
amortization related to increased investing activities and realized losses on sales of assets.

• Net cash flows from changes in other inventories decreased by approximately $6.5 million, due primarily to purchases 
of additional pipes and other construction inventory as a result of the large expansion projects currently underway.

• Changes in income taxes receivable increased cash flows by $5.6 million, due to higher tax refunds as a result of increased 
tax deductions associated with bonus depreciation.

• Changes in net regulatory assets and liabilities increased cash flows by $4.7 million, due primarily to the change in fuel 
costs collected through the various cost recovery mechanisms and GRIP.

• Changes in net accounts receivable, accrued revenue, accounts payable and accrued liabilities increased cash flows by 
$3.5 million, due primarily to higher revenues and the timing of customer payments and payments to vendors.

• Changes in net prepaid expenses and other current assets and customer deposits and refunds decreased cash flows by 
$2.2 million.

During 2016 and 2015, net cash provided by operating activities was $104.1 million and $104.7 million, respectively, resulting 
in a decrease in cash flows of $574,000 in 2016. Significant operating activities generating the cash flow change were as follows:

• Changes in net accounts receivable and accrued revenue and accounts payable and accrued liabilities decreased cash flows 
by $ 13.2 million, due primarily to higher revenues and the timing of the receipt of customer payments as well as increased 
expenses and the timing of payments to vendors.

• Net income, adjusted for non-cash adjustments and reconciling activities, increased cash flows by $18.3 million, due 
primarily to an increase in deferred income taxes as a result of the availability and utilization of bonus depreciation in 
2016, which resulted in a higher book-to-tax timing difference and higher non-cash adjustments for depreciation and 
amortization.

• Changes in net regulatory assets and liabilities decreased cash flows by $11.4 million, due primarily to the change in fuel 
costs collected through the various fuel cost recovery mechanisms.

• The changes in income taxes increased cash flows by $7.4 million, due primarily to higher pre-tax income as a result of 
continued investment in the infrastructure, treatment, storage and distribution of natural gas, propane and electricity.

• Net cash flows from changes in propane, natural gas and materials inventories decreased net cash flows by approximately 
$4.1 million.

Cash Flows Used in Investing Activities
Net cash used in investing activities totaled $186.9 million and $170.0 million during 2017 and 2016, respectively, resulting in a 
decrease in cash flows of$ 16.9 million in 2017. Significant investing activities generating the cash flows change were as follows:

• Cash paid for capital expenditures increased by $5.4 million to $175.3 million for 2017, compared to $169.9 million in 
2016.

• Net cash of $11.9 million was used to acquire assets in various transactions during 2017, including ARM, Chipola and 
Central Gas; there were no corresponding transactions in 2016.

Net cash used in investing activities totaled $170.0 million and $164.5 million for 2016 and 2015, respectively, resulting in a 
decrease in cash flows of $5.5 million in 2016. Significant investing activities contributing to the cash flow change were as follows:

• An increase in cash paid for capital expenditures year-over-year, due primarily to our GRIP investment in our Florida 
natural gas distribution operations. Eight Flags' construction of the CHP plant and Eastern Shore expansion projects, which 
collectively decreased cash flows by $26.3 million.

• In 2015, we paid $20.7 million in cash ($27.5 million paid, less $6.8 million of cash acquired) through our short-term 
borrowings in conjunction with the acquisition of Gatherco. In addition to the net cash consideration, we also issued 
592,970 shares of our common stock, which had no cash flow impact.
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CmH Flows Provided bv Financins Activities
Net cash provided by financing activities totaled $78.2 million and $67.2 million for 2017 and 2016, respectively. The increase 
in net cash provided by financing activities in 2017 resulted primarily from the following:

* We received $69.8 million in net cash proceeds from the issuance of the Prudential Shelf Notes, offset by the payment 
of $3.0 million in scheduled long-term debt principal and capital lease obligations payments.

♦ Net cash flows decreased by $57.4 million due to the absence of proceeds related to the issuance of common stock during 
the third quarter of 2016.

• Net borrowing under our line of credit arrangements of $39.3 million for 2017, compared to net borrowing of $32.5 
million for 2016, increased cash flows by $6.8 million. Change in cash overdrafts decreased cash flows by $2.2 million.

• We paid $19.9 million in cash dividends for 2017 compared to $17.5 million for 2016.
Net cash provided by financing activities totaled $67.2 million and $58.1 million for 2016 and 2015, respectively, resulting in an 
increase of $9.2 million in 2016. Significant financing activities generating the cash flow change were as follows:

• Net proceeds of $57.4 million, after deducting underwriting commissions and expenses, from the issuance of common 
stock during the third quarter of 2016, were used to pay down short-term debt under unsecured lines of credit.

• Net borrowings/repayments under the line of credit agreements decreased cash flows by $48.0 million largely due to the 
common stock issuance mentioned above.

Contractual Obligations

We have the following contractual obligations and other commercial commitments as of December 31,2017:

Payments Due by Period
Less than 1 More than 5

Tniitractual Obligations year 1 — 3 years 3 — 5 years years Total
fin thousands)
Long-term debt $ 7,971 $ 26,226 $ 38,700 $ 132,300 $ 205,197
Operating leases 2,665 2,733 1,469 3,702 10,569
Capital leases 1,451 620 — — 2,071
Purchase obligations

Transmission capacity 32,320 60,197 41,375 146,772 280,664
Storage capacity 1,336 1,567 567 71 3,541
Commodities 103,047 42,889 — — 145,936
Electric supply 16,216 18,165 2,701 2,755 39,837

Unfunded benefits 361 709 914 1,432 3,416
Funded benefits 1,898 — — 6,734 8,632
Total Contractual Obligations $ 167,265 $ 153,106 $ 85,726 $ 293,766 $ 699,863

This represents principal payments on long-term debt. St&hem 8, Financial Statements and Supplementary Data, Note 12, Long-Term Debt, for additional 
information. The expected interest payments on long-term debt are $8.8 million, $16.0 million, $12.7 million and $18.5 million, respectively, for the 
periods indicated above. Expected interest payments for all periods total $56.1 million.
See Item 8, Financial Statements and Supplementary Data, Note 14, Lease Obligations, for additional information.
See Item 8. Financial Statements and Supplementary Data, Note 20, Other Commitments and Contingencies, for additional information.
We have recorded long-term liabilities of $3.4 million at December 31, 2017 for unfunded post-employment and post-retirement benefit plans. The 
amounts specified in the table are based on expected payments to current retirees and assume a retirement age of 62 for currently active employees. 
There are many factors that would cause actual payments to differ from these amounts, including early retirement, future health care costs that differ 
from past experience and discount rates implicit in calculations. Set Item 8, Financial Statements and Supplementary Data, Note 16, Employee Benefit 
Plans, for additional information on the plans.
We have recorded long-term liabilities of $18.4 million at December 31,2017 for two qualified, defined benefit pension plans. The assets funding these 
plans are in a separate trust and are not considered assets of ours or included in our balance sheets. The Contractual Obligations table above includes 
$1.9 million reflecting the payments we expect to make to the trust funds in 2017. Additional contributions may be required in future years based on the 
actual return earned by the plan assets and other actuarial assumptions, such as the discount rate and long-term expected rate of return on plan assets. 
See Item 8, Financial Statements and Supplementary Data, Note 16, Employee Benefit Plans, for further information on the plans. Additionally, the 
Contractual Obligations table above includes deferred compensation obligations totaling $6.7 million, funded with Rabbi Trust assets in the same amount. 
The Rabbi Trust assets are recorded under Investments on the consolidated balance sheets. We assume a retirement age of 65 for purposes of distribution 
from this account.
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Off-Balance Sheet Arrangements

We have issued corporate guarantees to certain vendors of our subsidiaries, primarily PESCO. These corporate guarantees provide 
for the payment of propane and natural gas purchases in the event of the respective subsidiary’s default. These subsidiaries have 
never defaulted on their obligations to pay their suppliers. The liabilities for these purchases are recorded in our financial statements 
when incurred. The aggregate amount guaranteed at December 31,2017 was $72.0 million, with the guarantees expiring on various 
dates throughout 2018.

We have issued letters of credit totaling $5.0 million related to the electric transmission services for FPU's northwest electric 
division, the firm transportation service agreement between TETLP and our Delaware and Maryland divisions, and to our current 
and previous primary insurance carrier. These letters of credit have varying expiration dates extending through November 4,2018. 
There were no draws on these letters of credit as of December 31,2017. We do not anticipate that the letters of credit will be drawn 
upon by the counterparties, and we expect that the letters of credit will be renewed to the extent necessary in the future. Additional 
information is presented in Item 8, Financial Statements and Supplementary Data, Note 20, Other Commitments and Contingencies 
in the consolidated financial statements.

Critical ACCOUNTING Policies

We prepare our financial statements in accordance with GAAP. Application of these accounting principles requires the use of 
estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses, and related disclosures of 
contingencies during the reporting period. We base our estimates on historical experience and on various assumptions that are 
believed to be reasonable under the circumstances, the results of which form the basis for making judgments about the canying 
value of assets and liabilities that are not readily apparent from other sources. Since most of our businesses are regulated and the 
accounting methods used by these businesses must comply with the requirements of the regulatory bodies, the choices available 
are limited by these regulatory requirements. In the normal course of business, estimated amounts are subsequently adjusted to 
actual results that may differ from the estimates.

Regulatory Assets and Liabilities

As a result of the ratemaking process, we record certain assets and liabilities in accordance with ASC Topic 980, Regulated 
Operations, and consequently, Ae accounting principles applied by our regulated energy businesses differ in certain respects from 
those applied by the unregulated businesses. Amounts are deferred as regulatory assets and liabilities when there is a probable 
expectation that they will be recovered in future revenues or refunded to customers as a result of the regulatory process. This is 
more fully described in Item 8, Financial Statements and Supplementary Data, Note 2, Summary ofSignificant Accounting Policies, 
in the consolidated financial statements. If we were required to terminate the application of ASC Topic 980, we would be required 
to recognize all such deferred amounts as a charge or a credit to earnings, net of applicable income taxes. Such an adjustment 
could have a material effect on our results of operations.

Valuation of Environmental Liabilities and Related Regulatory Assets

As more fully described in Item 8, Financial Statements and Supplementary Data, Note 19, Environmental Commitments and 
Contingencies, in the consolidated financial statements, we are currently participating in the investigation, assessment or 
remediation of seven former MGP sites for which we have sought or will seek regulatory approval to recover through rates the 
estimated costs of remediation and related activities. Amounts have been recorded as environmental liabilities based on estimates 
of future costs to remediate these sites, which are provided by independent consultants.

Derivative Instruments

We use derivative and non-derivative instruments to manage the risks related to obtaining adequate supplies and the price 
fluctuations of natural gas, electricity and propane. We continually monitor the use of these instruments to ensure compliance 
with our risk management policies and account for them in accordance with the appropriate GAAP, such that every derivative 
instrument is recorded as either an asset or a liability measured at its fair value. It also requires that changes in the derivatives' fair 
value are recognized in the current period earnings unless specific hedge accounting criteria are met. If these instruments do not 
meet the definition of derivatives or are considered “normal purchases and normal sales,” they are accounted for on an accrual 
basis of accounting.

Additionally, GAAP also requires us to classify the derivative assets and liabilities based on the lowest level of input that is 
significant to the fair value measurement. Our assessment of the significance of a particular input to the fair value measurement 
requires judgment and may affect the fair value of the assets and liabilities and their placement within the fair value hierarchy.
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We determined that certain propane put options, call options, swap agreements and natural gas futures contracts met the specific 
hedge accounting criteria. We also determined that most of our contracts for the purchase or sale of natural gas, electricity and 
propane either: (i) did not meet the definition of derivatives because they did not have a minimum purchase/sell requirement, or 
(ii) were considered “normal purchases and normal sales” because the contracts provided for the purchase or sale of natural gas, 
electricity or propane to be delivered in quantities that we expect to use or sell over a reasonable period of time in the normal 
course of business. Accordingly, these contracts were accounted for on an accrual basis of accounting.
Additional information about our derivative instruments is disclosed in Item 8, Financial Statements and Supplementary Data, 
Note 7, Derivative Instruments, in the Consolidated Financial Statements.

Operating Revenues
Revenues for our natural gas and electric distribution operations are based on rates approved by the PSC of each state in which 
we operate. Customers’ base rates may not be changed without formal approval by these PSCs. However, PSCs authorized our 
regulated operations to negotiate rates, based on approved methodologies, with customers that have competitive alternatives. 
Eastern Shore’s revenues are based on rates approved by the FERC. The FERC has also authorized Eastern Shore to negotiate 
rates above or below the FERC-approved maximum rates, which customers can elect as an alternative to negotiated rates.
Peninsula Pipeline, our Florida intrastate pipeline subsidiary that is subject to regulation by the Florida PSC, has negotiated firm 
transportation service contracts with third-party customers and with certain affiliates.

For regulated deliveries of natural gas, propane and electricity, we read meters and bill customers on monthly cycles that do not 
coincide with the accounting periods used for financial reporting purposes. We accrue unbilled revenues for natural gas and 
electricity that have been delivered, but not yet billed, at the end of an accounting period to the extent that they do not coincide. 
We estimate the amount of the unbilled revenue by jurisdiction and customer class. A similar computation is made to accrue 
unbilled revenues for propane customers with meters, such as community gas system customers and natural gas marketing 
customers, whose billing cycles do not coincide with the accounting periods.
Our natural gas supply operation in Ohio recognizes revenues based on actual volumes of natural gas shipped, using contractual 
rates, which are based upon index prices that are published monthly.
Eight Flags records revenues based on the amount of electricity and steam generated and sold to its customers.

Each of our natural gas distribution operations in Delaware and Maryland, our bundled natural gas distribution service in Florida 
and our electric distribution operation in Florida has a fuel cost recovery mechanism. This mechanism provides a method of 
adjusting billing rates to reflect changes in the cost of purchased fuel. The difference between the current cost of fuel purchased 
and the cost of fuel recovered in billed rates is deferred and accounted for as either unrecovered fuel cost or amounts payable to 
customers. Generally, these deferred amounts are recovered or refunded within one year.

We charge flexible rates to industrial interruptible customers on our natural gas distribution systems to compete with the price of 
alternative fuel that they can use. Neither we, nor any of our interruptible customers, are contractually obligated to deliver or 
receive natural gas on a firm service basis.

Allowance for Doubtful Accounts

An allowance for doubtful accounts is recorded against amounts due to reduce the net receivable balance to the amount we 
reasonably expect to collect based upon our collections experience, the condition of the overall economy and our assessment of 
our customers’ inability or reluctance to pay. If circumstances change, however, our estimate of the recoverability of accounts 
receivable may also change. Circumstances which could affect our estimates include, but are not limited to, customer credit issues, 
the level of natural gas, electricity and propane prices and general economic conditions. Accounts are written off once they are 
deemed to be uncollectible.

Goodwill and Other Intangible Assets
We test goodwill for impairment at least annually in December. The annual impairment testing for 2017 indicated no impairment 
of goodwill. Additional information is presented in Item 8, Financial Statements and Supplementary Data, Note 10, Goodwill and 
Other Intangible Assets, in the consolidated financial statements.

Other Assets Impairment Evaluations
We periodically evaluate whether events or circumstances have occurred which indicate that long-lived assets may not be 
recoverable. Wnen events or circumstances indicate that an impairment is present, we record an impairment loss equal to the 
excess of the asset's carrying value over its fair value, if any.
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Pension and Other Postretirement Benefits

Pension and other postretirement plan costs and liabilities are determined on an actuarial basis and are affected by numerous 
assumptions and estimates including the market value of plan assets, estimates of the expected returns on plan assets, assumed 
discount rates, the level of contributions made to the plans, and current demographic and actuarial mortality data. The assumed 
discount rates and the expected returns on plan assets are the assumptions that generally have the most significant impact on the 
pension costs and liabilities. The assumed discount rates, the assumed health care cost trend rates and the assumed rates of retirement 
generally have the most significant impact on our postretirement plan costs and liabilities. Additional information is presented in 
Items, Financial Statements and Supplementary Data, Note 16, Employee Benefit Plans, in the consolidated financial statements, 
including plan asset investment allocation, estimated future benefit payments, general descriptions of the plans, significant 
assumptions, the impact of certain changes in assumptions, and significant changes in estimates.

For 2017, actuarial assumptions include expected long-term rates of return on plan assets of 6.00 percent and 6.50 percent for 
Chesapeake Utilities' pension plan and FPU’s pension plan, respectively, and discount rates of 3.50 percent and 3.75 percent for 
Chesapeake Utilities' and FPU’s plans, respectively. The discount rate for each plan was determined by management considering 
high-quality corporate bond rates, such as the Prudential curve index and the Citigroup yield curve, changes in those rates from 
the prior year and other pertinent factors, including the expected lives of the plans and the availability of the lump-sum payment 
option. A 0.25 percent decrease in the discount rate could increase our annual pension and postretirement costs by approximately 
$7,000, and a 0.25 percent increase could decrease our annual pension and postretirement costs by approximately $9,000.

Actual changes in the fair value of plan assets and the differences between the actual return on plan assets and the expected return 
on plan assets could have a material effect on the amount of pension benefit costs that we ultimately recognize. A 0.25 percent 
change in the rate of return could change our annual pension cost by approximately $143,000 and would not have an impact on 
the postretirement and Chesapeake SERF because these plans are not funded.

Tax-Related Contingency

We account for uncertainty in income taxes in the consolidated financial statements only if it is more likely than not that an 
uncertain tax position is sustainable based on its technical merits. Recognizable tax positions are then measured to determine the 
amount of benefit recognized in the consolidated financial statements. We recognize penalties and interest related to unrecognized 
tax benefits as a component of other income.

We account for contingencies associated with taxes other than income when the likelihood of a loss is both probable and quantifiable. 
In assessing the likelihood of a loss, we do not consider the existence of current inquiries, or the likelihood of future inquiries, by 
tax authorities as a factor. Our assessment is based solely on our application of the appropriate statutes and the likelihood of a 
loss, assuming the proper inquiries are made by tax authorities.

ITEM 7A. Quantitative AND Qualitative Disclosures About Market Risk.

Interest Rate Risk

Long-term debt is subject to potential losses based on changes in interest rates. Our long-term debt at December 31,2017 consists 
of fixed-rate SeniorNotes and $8.0 million of fixed-rate secured debt. We evaluate whetherto refinance existing debt orpermanently 
refinance existing short-term borrowings based in part on the fluctuation in interest rates. Additional information about our long
term debt is disclosed in Item 8, Financial Statements and Supplementary Data, Note 12, Long-term Debt, in the consolidated 
financial statements.

COMMODITY Price Risk 

Regulated Energy Segment

We have entered into agreements with various wholesale suppliers to purchase natural gas and electricity for resale to our customers. 
Our regulated energy distribution businesses that sell natural gas or electricity to end-use customers have fuel cost recovery 
mechanisms authorized by the PSCs that allow us to periodically adjust fuel rates to reflect changes in the wholesale cost of natural 
gas and electricity and to ensure that we recover all of the costs prudently incurred in purchasing natural gas and electricity for 
our customers. Therefore, our regulated energy distribution operations have limited commodity price risk exposure.

Unregulated Energy Segment
Sharp and Flo-gas are exposed to commodity price risk as a result of the competitive nature of retail pricing offered to our customers. 
In order to mitigate this risk, we utilize propane storage activities and forward contracts for supply.
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We can store up to approximately 6.8 million gallons of propane (including leased storage and rail cars) during the winter season 
to meet our customers’ peak requirements and to serve metered customers. Decreases in the wholesale price of propane may cause 
the value of stored propane to decline, particularly if we utilize fixed price forward contracts for supply. To mitigate the risk of 
propane commodity price fluctuations on the inventory valuation, we have adopted a Risk Management Policy that allows our 
propane distribution operation to enter into fair value hedges, cash flows hedges or other economic hedges of our inventory.
Aspire Energy is exposed to commodity price risk, primarily during the winter season, to the extent we are not successful in 
balancing our natural gas purchases and sales and have to secure natural gas from alternative sources at higher spot prices. In order 
to mitigate this risk, we procure firm capacity that meets our estimated volume requirements and we continue to seek out new 
producers with which to contract in order to fulfill our natural gas purchase requirements.
PESCO is a part)' to natural gas swap and futures contracts. These contracts provide PESCO with the right to purchase natural 
gas at a fixed price at future dates. Upon expiration, the contracts ca!n be settled financially without taking delivery of natural gas, 
or PESCO can procure natural gas for its customers.
PESCO is subject to commodity price risk on its open positions to the extent that market prices for natural gas liquids and natural 
gas deviate from fixed contract settlement prices. Market risk associated with the trading of futures and forward contracts is 
monitored daily for compliance with our Risk Management Policy, which includes volumetric limits for open positions. To manage 
exposures to changing market prices, open positions are marked up or down to market prices and reviewed daily by our oversight 
officials. In addition, the Risk Management Committee reviews periodic reports on markets, approves any exceptions to the Risk 
Management Policy (within limits established by the Board of Directors) and authorizes the use of any new types of contracts.
The following table reflects the changes in the fair market value of financial derivatives contracts related to natural gas and propane 
purchases and sales from December 31, 2016 to December 31, 2017:

(in thousands)
Balance at 

December 31,2016

Increase
(Decrease) in Fair 

Market Value
Less Amounts 

Settled
Balance at 

December 31, 2017
PESCO $ (677) $ (5,470) $ (6) $ (6,153)
Sharp 710 (1,124) 1,606 1,192
Total $ 33 $ (6,594) $ 1,600 $ (4,961)

There were no changes in methods of valuations during the year ended December 31, 2017.

The following is a summary of fair market value of financial derivatives as of December 31, 2017, by method of valuation and 
by maturity for each fiscal year period.

(in thousands) 2018 2019 2020 2021 Total Fair Value
Price based on ICE - PESCO $. (6,163) $ (297) $ 341 $ (34) $ (6,153)
Price based on Mont Belvieu - Sharp 1,175 17 — — 1,192
Total $ (4,988) $ (280) $ 341 $ (34) $ (4,961)

Wholesale Credit Risk

The Risk Management Committee reviews credit risks associated with counterparties to commodity derivative contracts prior 
to such contracts being approved.
Additional information about our derivative instruments is disclosed in Item 8, Financial Statements and Supplementary Data, 
Note 7, Derivative Instruments, in the Consolidated Financial Statements.

Inflation

Inflation affects the cost of supply, labor, products and services required for operations, maintenance and capital improvements. 
While the impact of inflation has remained low in recent years, natural gas and propane prices are subject to rapid fluctuations. 
In the regulated natural gas and electric distribution operations, fluctuations in natural gas and electricity prices are passed on to 
customers through the fuel cost recovery mechanism in our tariffs. To help cope with the effects of inflation on our capital 
investments and returns, we periodically seek rate increases from regulatory commissions for our regulated operations and closely 
monitor the returns of our unregulated energy business operations. To compensate for fluctuations in propane gas prices, we adjust 
propane sales prices to the extent allowed by the market.
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Item 8. Financial Statements and Supplementary Data.

Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders of 
Chesapeake Utilities Corporation

Opinions on the Consolidated Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated balance sheets of Chesapeake Utilities Corporation and Subsidiaries (the 
"Company") as of December 31, 2017 and 2016, the related consolidated statements of income, comprehensive income, 
stockholders' equity, and cash flows, for each of the years in the three-year period ended December 31,2017, and the related notes 
and financial statement schedule listed in Item 15(a)2 (collectively referred to as the "consolidated financial statements"). We also 
have audited the Company’s internal control over financial reporting as of December 31,2017, based on criteria established in 
Internal Control - Integrated Framework: (2013) issued by the Committee of Sponsoring Organizations of the Treadway 
Commission (“COSO”).

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the Company 
as of December 31,2017 and 2016, and the results of their operations and their cash flows for each of the years in the three-year 
period ended December 31,2017, in conformity with accounting principles generally accepted in the United States of America. 
Also in our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of 
December 31,2017, based on criteria established in Internal Control - Integrated Framework: (2013) issued by COSO.

Basis for Opinion

The Company’s management is responsible for these consolidated financial statements, for maintaining effective internal control 
over financial reporting, and for its assessment of the effectiveness of internal control over financial reporting, included in the 
accompanying Management's Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion 
on the Company’s consolidated financial statements and an opinion on the Company’s internal control over financial reporting 
based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United 
States) ("PCAOB") and are required to be independent with respect to the Company in accordance with the U.S. federal securities 
laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the 
audits to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement, whether 
due to error or fraud, and whether effective internal control over financial reporting was maintained in all material respects.

Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement 
of the consolidated financial statements, whether due to error or fraud, and performing procedures that respond to those risks. 
Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated financial 
statements. Our audits also included evaluating the accounting principles used and significant estimates made by management, 
as well as evaluating the overall presentation of the consolidated financial statements. Our audit of internal control over financial 
reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that amaterial weakness 
exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audits 
also included performing such other procedures as we considered necessary in the circumstances. We believe that our audits 
provide a reasonable basis for our opinions.

Definition and Limitations of Internal Control Over Financial Reporting

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability 
of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting principles. A company's internal control over financial reporting includes those policies and procedures that (1) pertain 
to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets 
of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial 
statements in accordance v/ith generally accepted accounting principles, and that receipts and expenditures of the company are 
being made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets that 
could have a material effect on the financial statements.
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Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, 
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because 
of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

/s/ Baker Tilly Virchow Krause. LLP

We have served as the Company's auditor since 2007.

Philadelphia, Pennsylvania 
February 28, 2018
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Chesapeake Utilities Corporation and Subsidiaries 

Consolidated Statements of Income

For the Year Ended December 31,
2017 2016 2015

(in thousands, except shares and per share data)
Operating Revenues -■

> r '■

Regulated Energy S 326,310 $ 305,689 $ 301,902
Unregulated Energy 324,595 203,778 162,108
Other businesses and eliminations (33,322) (10,607) (4,766)
Total operating revenues 617,583 498,860 : 459,244

Operating Expenses
Regulated Energy cost of sales 118,769 109,609 122,814
Unregulated Energy and other cost of sales 219,145 128,434 97,228
Operations 127,571 117,571 107,562
Maintenance 12,701 12,391 11,803
Gain from a settlement (130) (130) - (1,500)
Depreciation and amortization 36,599 32,159 29,972
Other taxes 17,085 14,730 ; 13,607
Total operating expenses 531,740 414,764 381,486

Operating Income 85,843 84,096 : 77,758
Other (expense) income, net (765) (441) 293
Interest charges 12,645 10,639 i 10,006
Income Before Income Taxes 72,433 73,016 68,045
Income taxes 14,309 28,341 ; 26,905
Net Income s 58,124 $ 44,675 $ 41,140

Weighted Average Common Shares Outstanding:
Basic 16,336,789 15,570,539 15,094,423
Diluted 16,383,352 15,613,091 15,143,373

Earnings Per Share of Common Stock: ■

Basic $ 3.56 $ 2.87 $ 2.73
Diluted $ 3.55 $ 2.86 $ 2.72

Cash Dividends Declared Per Share of Common Stock $ 1.2800 $ 1.2025 $ 1.1325

The accompanying notes are an integral part of the financial statements.

Chesapeake Utilities Coiporation 2017 Form 10-K Page 56



Table of Contents

Chesapeake Utilities Corporation and Subsidiaries 

Consolidated Statements of Comprehensive Income

For the Year Ended December 31,
2017 2016 2015

(in thousands)
Net Income
Other Comprehensive Income (Loss), net of tax:

Employee Benefits, net of tax:
Amortization of prior service cost, net of tax of $(31), $(29) and 
$(27), respectively
Net gain, net of tax of $432, $ 178, and $73, respectively 

Cash Flow Hedges, net of tax:
Unrealized (loss)/gain on commodity contract cash flow hedges, net 
of tax of $(8), $496 and $(150), respectively

Total Other Comprehensive Income (Loss)
Comprehensive Income

S 58,124 $ 44,675 $ 41,140

(46) (48) (40)

663 268 103

(H) 742 (227)
606 962 (164)

$ 58,730 $ 45,637 $ 40,976

The accompanying notes are an integral part of the financial statements.
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Chesapeake Utilities Corporation and Subsidiaries 

Consolidated Balance Sheets

Assets
(in thousands, except shares and per share data)
Property, Plant and Equipment 

Regulated Energy 
Unregulated Energy 
Other businesses and eliminations 

Total property, plant and equipment 
Less: Accumulated depreciation and mnortization 
Plus: Construction work in progress
Net property, plant and equipment .
Current Assets

Cash and cash equivalents
Accounts receivable (less allowance for uncollectible accounts of $936 and $909, 
respectively)
Accrued revenue
Propane inventory, at average cost 
Other inventory, at average cost 
Regulatory assets 
Storage gas prepayments 
Income taxes receivable 
Prepaid expenses 
Derivative assets, at fair value 
Other current assets 

Total current assets 
Deferred Charges and Other Assets 

Goodwill
Other intangible assets, net 
Investments, at fair value 
Regulatory assets
Receivables and other deferred charges 

Total deferred charges and other assets 
Total Assets

As of December 31,

2017 2016

$ ■ 1,073,736 $ ; 957,681
210,682 196,800

27,699 1; 21,114
1,312,117 1,175,595
(270,599) ? 1(245,207)

84,509 56,276
1,126,027 y 986,664

5,614 j. 4,178

77,223 62,803
22,279 y 16,986

8,324 6,457
12,022 4,576
10,930 7,694
5,250 5,484

14,778 22,888
13,621 6,792

1,286 823
7,260 2,470

178,587 141,151

22,104 15,070
4,686 1,843
6,756 4,902

75,575 :: 76,803
3,699 2,786

112,820 : 101,404
$ 1,417,434 $ 1,229,219

The accompanying notes are an integral part of the financial statements.
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Chesapeake Utilities Corporation and Subsidiaries 

Consolidated Balance Sheets

As of December 31,
Caoitalization and Liabilities 2017 2016
(in thousands, except shares and per share data)
Capitalization

Stockholders’ equity
Preferred stock, par value $0.01 per share (authorized 2,000,000 shares), no 
shares issued and outstanding $ — $
Common stock, par value $0.4867 per share (authorized 50,000,000 shares) 7,955 7,935
Additional paid-in capital 253,470 250,967
Retained earnings 229,141 192,062
Accumulated other comprehensive loss (4,272) (4,878)
Deferred compensation obligation 3,395 2,416
Treasury stock (3,395) (2,416)

Total stockholders’ equity 486,294 446,086
Long-term debt, net of current maturities 197,395 136,954
Total capitalization
Current Liabilities

683,689 583,040

Current portion of long-term debt 9,421 12,099
Short-term borrowing 250,969 209,871
Accounts payable 74,688 56,935
Customer deposits and refunds 34,751 29,238
Accrued interest 1,742 1,312
Dividends payable 5,312 4,973
Accrued compensation 13,112 10,496
Regulatory liabilities 6,485 1,291
Derivative liabilities, at fair value 6,247 773
Other accrued liabilities 10,273 7,063

Total current liabilities
Deferred Credits and Other Liabilities

413,000 334,051

Deferred income taxes 135,850 222,894
Regulatory liabilities 140,978 43,064
Environmental liabilities 8,263 8,592
Other pension and benefit costs 29,699 32,828
Deferred investment tax credits and other liabilities 5,955 4,750

Total deferred credits and other liabilities 320,745 312,128
Environmental and other commitments and contingencies (Note 19 and 20)
Total Capitalization and Liabilities $ 1,417,434 $ 1,229,219

The accompanying notes are an integral part of the financial statements.
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Chesapeake Utilities Corporation and Subsidiaries 

Consolidated Statements of Cash Flows

(in thousands)
Operating Activities 

Net Income
Adjustments to reconcile net income to net operating cash: 

Depreciation and amortization
Depreciation and accretion included in operations expenses
Deferred income taxes, net
Realized (gain) loss on sale of assets/investments
Unrealized (gain) loss on investments/commodity contracts
Employee benefits and compensation
Share-based compensation
Other, net

Changes in assets, and liabilities:
Accounts receivable and accrued revenue 
Propane inventor, storage gas and other inventory 
Regulatory assets/liabilities, net 
Prepaid expenses and other current assets 
Accounts payable and other accrued liabilities 
Income taxes receivable (payable)
Customer deposits and refunds 
Accrued compensation 
Other assets and liabilities, net 

Net cash provided by operating activities 
Investing Activities

Property, plant and equipment expenditures 
Proceeds from sale of assets 
Acquisitions, net of cash acquired 
Environmental expenditures 

Net cash used in investing^activities 
Financing Activities

Common stock dividends 
Issuance of stock for Dividend Reinvestment Plan 
Proceeds from issuance of common stock, net of expenses 
Tax withholding payments related to net settled stock compensation 
Change in cash overdrafts due to outstanding checks 
Net borrowing under line of credit agreements 
Proceeds from issuance of long-term debt 
Repayment of long-term debt and capital lease obligation 

Net cash provided by financing activities ; ;
Net Increase (Decrease) in Cash and Cash Equivalents 
Cash and Cash Equivalents —Beginning of Period 
Cash and Cash Equivalents — End of Period

For the Year Ended December 31,
2017 2016 2015

$ 58,124 $ 44,675 $ 41,140

36,599 32,159 ■ i: 29,972
8,122 7,334 6,978

11,085 ' 31;257 N 20,520
3,179 695 (340)

(1,001) (385) ,u ! 96
1377 1,887 1,235
2,490 2,367 : 1,937
(750) 47

(19,506) (27,013) 17,097
(9,036) ; (2,531) 1,527
(2,855) (7,523) 3,883
(7,001) (1,387) (759)
15,596 19,599 (11,324)
8,110 2,466 . (4,967)
5,513 2,065 1,976
2,488 358 H ' (331)

(2,645) (1,803) (3,972)
110,089 104,141- it 104,715

(175329) . (169,861) . - (143,599)
708 174 164

(11,945) (20,930)
(329) (350) (174)

(186,895) --•(170337) U (164,539)

(19,928) , (17,482) , 1 (15,924)
89 8IJ 813

(10) 57,360
(692) (770) (592)

1,738 ^ ^ 3,920 2,450
39,338 32,526 82,178
69,807

(12,100) (9,146) (10,820)
■ ,;:78,242:.,--. / - 67,219.: .--it. 58,105

1,436 1,323 (1,719)
4,178 2,855 4,574

$ 5,614 $ 4.178 $ 2.855

Supplemental Cash Flow Disclosures (see Note 6)

The accompanying notes are an integral part of the financial statements.
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Chesapeake Utilities Corporation and Subsidiaries 

Consolidated Statements of Stockholders' Equity

Common Stock'
Accumulated

(in thousands, except shares and per share data)

Number
of

Shares'^’
Par

Value

Additional
Paid-In
Capital

Retained
Earnings

Other
Comprehensive

Loss
Deferred

Compensation
Treasury

Stock Total

Balance at December 31,2014 14,588,711 $ 7,100 S 156,581 S 142,317 $ (5,676) S 1,258 S (1,258) S 300,322

Net Income — — — 41,140 — — — 41,140

Other comprehensive loss — — — — (164) — — (164)

Dividends declared ($1.1325 per share) — — - (17,222) — — — (17,222)

Retirement savings plan and dividend 
reinvestment plan 43,275 21 2,214 _ _ _ _ 2,235

Common stock issued in acquisition 592,970 289 29,876 — — — — 30,165

Share-based compensation and tax benefit 45,703. 22 1,640 — — — — 1,662

Treasury stock activities'^’ - — — — — 625 (625) —
Balance at December 31,2015 15,270,659 7,432 190,311 166,235 (5,840) 1,883 (1,883) 358,138

Net Income — — - 44,675 — — — 44,675

Other comprehensive income — — — — 962 — — 962

Dividends declared ($1.2025 per share) — — — (18,848) — — — (18,848)

Retirement savings plan and dividend 
reinvestment plan 36,253 17 2,225 _ _ _ _ 2,242

Stock issuance 960,488 467 56,893 — — — — 57,360

Share-based compensation and fax benefit 36,099 19 1,538 — — — — 1,557

Treasury stock activities'^’ — — — - — 533 (533) —
Balance at December 31,2016 16,303,499 7,935 250,967 192,062 (4,878) 2,416 (2,416) 446,086

Net Income — — - 58,124 — — - 58,124

Other comprehensive income — — — — 606 — — 606

Dividends declared ($1.2800 per share) — - — (21,045) — — — (21,045)

Dividend reinvestment plan 10,771 5 730 — — — — 735

Stock issuance — — (10) — — — — (10)

Share-based compensation and tax benefit 30,172 15 1,783 — — — — 1,798

Treasury stock activities'^’ — — — — — 979 (979) —
Balance at December 31,2017 16,344,442 $ 7,955 $ 253,470 S 229,141 $ (4,272) S 3,395 S (3,395) $‘ 486,294

2,000,000 shares of preferred stock at $0.01 par value per share have been authorized. No shares have been issued or are outstanding; accordingly, no information 
has been included in the Statements of Stockholders’ Equity.
Includes 90,961, 76,745 and 70,631 shares at December 31, 2017, 2016 and 2015, respectively, held in a Rabbi Trust related to our Non-Qualified Deferred 
Compensation Plan.
On September 22,2016, we completed a public offering of 960,488 shares of our common stock at a price per share of $62.26. The net proceeds from the sale 
of common stock, after deducting underwriting commissions and expenses, were approximately $57.4 million.
Includes amounts for shares issued for directors’ compensation.

The shares issued under the SICP are net of shares withheld for employee taxes. For 2017, 2016 and 2015, we withheld 10,269, 12,031 and 12,620 shares, 
respectively, for taxes.

The accompanying notes are an integral part of the financial statements.
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Notes to the Consolidated Financial Statements

1. Organization and Basis of Presentation

Chesapeake Utilities, incorporated in 1947 in Delaware, is a diversified energy company engaged in regulated and unregulated 
enei^y businesses.

Our regulated energy businesses consist of: (a) regulated natural gas distribution operations in central and southern Delaware, 
Maryland’s eastern shore and Florida; (b) regulated natural gas transmission operations on the Delmarva Peninsula, in Pennsylvania 
and in Florida; and (c) regulated electric distribution operations serving customers in northeast and northwest Florida.

Our unregulated energy businesses primarily include: (a) propane distribution operations in Delaware, Maryland, the eastern shore 
of Virginia, southeastern Pennsylvania and Florida; (b) our natural gas marketing operation providing natural gas supplies directly 
to commercial and industrial customers in Florida, Delaware, Maryland, Ohio and other states; (c) our natural gas supply, gathering 
and processing operation in central and eastern Ohio; and (d) our CHP plant in Florida that generates electricity and steam.

Our consolidated financial statements include the accounts of Chesapeake Utilities and its wholly-owned subsidiaries. We do not 
have any ownership interest in investments accounted for using the equity method or any interest in a variable interest entity. All 
intercompany accounts and transactions have been eliminated in consolidation. We have assessed and, if applicable, reported on 
subsequent events through the date of issuance of these consolidated financial statements.

We reclassified certain amounts in the consolidated statement of cash flows for the years ended December 31,2016 and 2015 to 
conform to the current year’s presentation.

2. Summary of Significant accounting policies 

Use of Estimates
The preparation of the consolidated financial statements in conformity with GAAP requires management to make estimates in 
measuring assets and liabilities and related revenues and expenses. These estimates involve judgments with respect to, among 
other things, various future economic factors that are difficult to predict and are beyond our control; therefore, actual results could 
differ from these estimates. As additional information becomes available, or actual amounts are determined, recorded estimates 
are revised. Consequently, operating results can be affected by revisions to prior accounting estimates.

Property, Plant and Equipment
Property, plant and equipment are stated at original cost less accumulated depreciation or fair value, if impaired. Costs include 
direct labor, materials and third-party construction contractor costs, AFUDC, and certain indirect costs related to equipment and 
employees engaged in construction. The costs of repairs and minor replacements are charged to expense as incurred, and the costs 
of major renewals and betterments are capitalized. Upon retirement or disposition of property within the regulated businesses, the 
gain or loss, net of salvage value, is charged to accumulated depreciation. Upon retirement or disposition of property owned by 
the unregulated businesses, the gain or loss, net of salvage value, is charged to income. A summary of property, plant and equipment 
by classification as of December 31,2017 and 2016 is provided in the following table:
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Notes to the Consolidated Financial Statements

As of December 31,
(in thousands) 2017 2016
Property, plant and equipment

Regulated Energy
Natural gas distribution - Delmarva Peninsula S 234,654 $ 220,083
Natural gas distribution - Florida 354,495 331,281
Natural gas transmission - Delmarva 357,264 285,746
Natural gas transmission - Florida 27,096 27,018
Electric distribution - Florida 100,227 93,553

Unregulated Energy
' Propane distribution - Delmarva Peninsula 79,139 73,686

Propane distribution - Florida 29,038 26,359
Other unregulated natural gas services - Ohio 66,037 61,383
CHP - Florida 35,239 35,237
Other unregulated energy 1,229 135

Other 27,699 21,114
Total property, plant ^d equipment 1,312,117 1,175,595
Less: Accumulated depreciation and amortization (270,599) (245,207)
Plus: Construction work in progress 84,509 56,276
Net property, plant and equipment $ 1,126,027 $ 986,664

Contributions or Advances in Aid of Construction
Customer contributions or advances in aid of construction reduce property, plant and equipment, unless the amounts are refundable 
to customers. Contributions or advances may be refundable to customers after a number of years based on the amount of revenues 
generated from the customers or the duration of the service provided to the customers. Refundable contributions or advances are 
recorded initially as liabilities. The amounts that are determined to be non-refundable reduce property, plant and equipment at the 
time of such determination. During the years ended December 31,2017,2016 and 2015, there were $2.1 million, $ 1.0 million and 
$1.7 million, respectively, of non-refundable contributions or advances that reduced property, plant and equipment.

Allowance for Funds Used During Construction
Some of the additions to our regulated property, plant and equipment include AFUDC, which represents the estimated cost of 
funds, from both debt and equity sources, used to finance the construction of major projects. AFUDC is capitalized in the applicable 
rate base for rate making purposes when the completed projects are placed in service. During the years ended December 31,2017,
2016 and 2015, AFUDC, which was reflected as a reduction of interest charges, was not material.

Assets Used in Leases
Property, plant and equipment for the Florida natural gas transmission operation included $ 1.4 million of assets, at December 31,
2017 and 2016, consisting primarily of mains, measuring equipment and regulation station equipment used by Peninsula Pipeline 
to provide natural gas transmission service pursuant to a contract with a third party. This contract is accounted for as an operating 
lease due to the exclusive use of the assets by the customer. The service under this contract commenced in January 2009 and 
generates $264,000 in annual revenue for a 20-year term. Accumulated depreciation for these assets totaled $652,000 and $580,000 
at December 31,2017 and 2016, respectively.
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Capital Lease Asset

Property, plant and equipment for our Delmarva Peninsula natural gas distribution operation included a capital lease asset of $2.0 
million and $3.4 million, net of accumulated amortization, at December 31, 2017 and 2016, respectively, related to Sandpiper's 
capacity, supply and operating agreement. The original fair value of this asset was $7.1 million. See Note 20, Other Commitments 
and Contingencies, for additional information. At December 31,2017 and 2016, accumulated amortization for this capital lease 
asset was $5.1 million and $3.7 million, respectively. For the years ended December 31,2017,2016 and 2015, we recorded $1.4 
million, $1.4 million and $ 1.3 million, respectively, in amortization of this capital lease asset, which was included in our fuel cost 
recovery mechanisms.

Jointly-owned Pipeline

Property, plant and equipment for our Florida natural gas transmission operation also included $6.7 million of assets, at 
December 31, 2017 and 2016, which consists of the 16-mile pipeline from the Duval/Nassau County line to Amelia Island in 
Nassau County, Florida, jointly owned by Peninsula Pipeline and Peoples Gas. The amount included in property, plant and 
equipment represents Peninsula Pipeline’s 45-percent ownership of this pipeline. Each party was responsible for financing its 
portion of the jointly-owned pipeline. This 16-mile pipeline was placed in service in December 2012. Accumulated depreciation 
for this pipeline totaled $ 1.3 million and $ 1.0 million, at December 31,2017 and 2016, respectively.

Asset Impairment Evaluations

We periodically evaluate whether events or circumstances have occurred, which indicate that other long-lived assets may not be 
fully recoverable. The determination of whether an impairment has occurred is based on an estimate of undiscounted future cash 
flows attributable to the asset, compared to the carrying value of the asset. When such events or circumstances are present, we 
record an impairment loss equal to the excess of the asset's carrying value over its fair value, if any.

In May 2015, we entered into a settlement agreement with a vendor related to the implementation of a customer billing system. 
Pursuant to the agreement, we received $ 1.5 million in cash, which is reflected as "Gain from a settlement" in the accompanying 
consolidated statements of income. In May 2016, we received an additional $650,000 in cash; however, retention of this amount 
is contingent upon engaging this vendor to provide agreed-upon services through May 2020.

Depreciation and Accretion Included in Operations Expenses
We compute depreciation expense for our regulated operations by applying composite, annual rates, as approved by the respective 
regulatory bodies. The following table shows the average depreciation rates used for regulated operations during the years ended 
December 31,2017,2016 and 2015:

2017 2016 2015
Natural gas distribution - Delmarva Peninsula , 2.5% .2.5% . 2.4%
Natural gas distribution - Florida 2.9% 2.9% 2.9%
Natural gas transmission - Delmarya Peninsula , , ,,^;.,:2v7% . ,-^d2.7%.
Natural gas transmission - Florida 3.5% 3.9% 4.0%
Electric distribution - Florida 3.4% 3.5% 3.5%
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For our unregulated operations, we compute depreciation expense on a straight-line basis over the following estimated useful lives 
of the assets:

Asset Descrintion
Propane distribution mains
Propane bulk plants and tanks
Propane equipment
Meters and meter installations
Measuring and regulating station equipment
Natural gas pipelines
Natural gas right of ways
CHP plant
Natural gas processing equipment 
Office furniture and equipment 
Transportation equipment 
Structures and improvements 
Other

Useful Life 
10-37 years 
10-40 years 
5-33 years 
5-33 years 
5-37 years 
45 years 
Perpetual 
30 years 

20-25 years
3- 10 years
4- 20 years
5- 45 years 

Various

We report certain depreciation and accretion in operations expense, rather than as a depreciation and amortization expense, in the 
accompanying consolidated statements of income in accordance with industry practice and regulatory requirements. Depreciation 
and accretion included in operations expense consists of the accretion of the costs of removal for future retirements of utility assets, 
vehicle depreciation, computer software and hardware depreciation, and other minor amounts of depreciation expense. For the 
years ended December31, 2017, 2016 and 2015, we reported $8.1 million, $7.3 million and $7.0 million, respectively, of 
depreciation and accretion in operations expenses.

Regulated Operations

We account for our regulated operations in accordance with ASC Topic 980, Regulated Operations, which includes accounting 
principles for companies whose rates are determined by independent third-party regulators. When setting rates, regulators often 
make decisions, the economics of which require companies to defer costs or revenues in different periods than may be appropriate 
for unregulated enterprises. When this situation occurs, a regulated company defers the associated costs as regulatory assets on 
the balance sheet and records them as expense on the income statement as it collects revenues. Further, regulators can also impose 
liabilities upon a regulated company, for amounts previously collected from customers and for recovery of costs that are expected 
to be incurred in the future, as regulatory liabilities. If we were required to terminate the application of these regulatory provisions 
to our regulated operations, all such deferred amounts would be recognized in the statement of income at that time, which could 
have a material impact on our financial position, results of operations and cash flows.

We monitor our regulatory and competitive environments to determine whether the recovery of our regulatory assets continues to 
be probable. If we were to determine that recovery of these assets is no longer probable, we would write off the assets against 
earnings. We believe that the provisions of ASC Topic 980, Regulated Operations, continue to apply to our regulated operations 
and that the recovery of our regulatory assets is probable.

Revenue Recognition
Revenues for our natural gas and electric distribution operations are based on rates approved by the PSC in each state in which 
they operate. Eastern Shore’s revenues are based on rates approved by the FERC. Customers’ base rates may not be changed 
without formal approval by these commissions. The PSCs, however, have authorized our regulated operations to negotiate rates, 
based on approved methodologies, with customers that have competitive alternatives. The FERC has also authorized Eastern Shore 
to negotiate rates above or below the FERC-approved maximum rates, which customers can elect as an alternative to negotiated 
rates.

For regulated deliveries of natural gas and electricity, we read meters and bill customers on monthly cycles that do not coincide 
with the accounting periods used for financial reporting purposes. We accrue unbilled revenues for natural gas and electricity that 
have been delivered, but not yet billed, at the end of an accounting period to the extent that they do not coincide. We estimate the 
amount of the unbilled revenue by jurisdiction and customer class. A similar computation is made to accrue unbilled revenues for 
propane customers with meters and natural gas marketing customers, whose billing cycles do not coincide with our accounting 
periods.

Our Ohio natural gas supply operation recognizes revenues based on actual volumes of natural gas shipped using contractual rates, 
which are based upon index prices that are published monthly.
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Our natural gas marketing operation recognizes revenue based on the volume of natural gas delivered to its customers.

The propane wholesale marketing operation records trading activity for open contracts on a net mark-to-market basis in our 
consolidated statements of income. For propane bulk delivery customers without meters, we record revenue in the period the 
products are delivered and/or services are rendered.

Eight Flags records revenues based on the amount of electricity and steam generated and sold to its customers.

All of our natural gas and electric distribution operations, except for two utilities that do not sell natural gas to end-use customers 
as a result of deregulation, have fuel cost recovery mechanisms. These mechanisms provide a method of adjusting the billing rates 
to reflect changes in the cost of purchased fuel. The difference between the current cost of fuel purchased and the cost of fuel 
recovered in billed rates is deferred and accounted for as either unrecovered fuel cost or amounts payable to customers. Generally, 
these deferred amounts are recovered or refunded within one year. Chesapeake Utilities' Florida Division and FPU's Indiantown 
division provide unbundled deliveiy service to their customers, whereby the customers are permitted to purchase their gas 
requirements directly from competitive natural gas marketers.

We chaise flexible rates to our natural gas distribution industrial interruptible customers to compete with prices of alternative 
fuels which these customers are able to use. Neither we nor our interruptible customers are contractually obligated to deliver or 
receive natural gas on a firm service basis.

We report revenue taxes, such as gross receipts taxes, franchise taxes, and sales taxes, on a net basis.

Cost of Sales

Cost of sales includes the direct costs attributable to the products sold or services provided to our customers. These costs include 
primarily the variable cost of natural gas, electricity and propane commodities, pipeline capacity costs needed to transport and 
store natural gas, transmission costs for electricity, gathering and processing gas costs, transportation costs to transport propane 
purchases to our storage facilities, and steam and electricity generation costs. Depreciation expense is not included in our cost of 
sales.

Operations and Maintenance Expenses

Operations and maintenance expenses include operations and maintenance salaries and benefits, materials and supplies, usage of 
vehicles, tools and equipment, payments to contractors, utility plant maintenance, customer service, professional fees and other 
outside services, insurance expense, minor amounts of depreciation, accretion of cost of removal for future retirements of utility 
assets and other administrative expenses.

Cash and Cash Equivalents
Our policy is to invest cash in excess of operating requirements in overnight income-producing accounts. Such amounts are stated 
at cost, which approximates fair value. Investments with an original maturity of three months or less when purchased are considered 
cash equivalents.

Accounts Receivable and Allowance for Doubtful Accounts
Accounts receivable consist primarily of amounts due for distribution sales of natural gas, electricity and propane and transportation 
services to customers. An allowance for doubtful accounts is recorded against amounts due to reduce the receivables balance to 
the amount we reasonably expect to collect based upon our collections experiences and our assessment of customers’ inability or 
reluctance to pay. If circumstances change, our estimates of recoverable accounts receivable may also change. Circumstances 
which could affect such estimates include, but are not limited to, customer credit issues, the level of natural gas, electricity and 
propane prices and general economic conditions. Accounts are written off when they are deemed to be uncollectible.

Inventories

We use the average cost method to value propane, materials and supplies, and other merchandise inventory. If market prices drop 
below cost, inventory balances that are subject to price risk are adjusted to their net realizable value. There was no lower-of-cost- 
or-net realizable value adjustment during 2017,2016 or 2015.

Goodwill and Other Intangible Assets
Goodwill is not amortized but is tested for impairment at least annually. Goodwill of a reporting unit is tested for impairment 
between annual tests if an event occurs or circumstances change that would more likely than not reduce the fair value of a reporting 
unit below its carrying value. We use a present value technique based on discounted cash flows to estimate the fair value of our 
reporting units. An impairment chaige is recognized if the carrying value of a reporting unit’s goodwill exceeds its implied fair 
value. The testing of goodwill for 2017,2016 and 2015 indicated no goodwill impairment.

Other intangible assets are amortized on a straight-line basis over their estimated economic useful lives.
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Other Deferred Charges
Other deferred charges primarily include issuance costs associated with short-term borrowings. These charges are amortized over 
the life of the related short-term debt borrowings.
Asset Removal Cost

As authorized by the appropriate PSC, we accrue future asset removal costs associated with utility property, plant and equipment 
even if a legal obligation does not exist. Such accruals are provided for through depreciation expense and are recorded with 
corresponding credits to regulatory liabilities or assets. When we retire depreciable utility plant and equipment, we chaise the 
associated original costs to accumulated depreciation and amortization, and any related removal costs incurred are charged to 
regulatory liabilities or assets. The difference between removal costs recognized in depreciation rates and the accretion expense 
and depreciation expense recognized for financial reporting purposes is a timing difference between recovery of these costs in 
rates and their recognition for financial reporting purposes. Accordingly, these differences are deferred as regulatory liabilities or 
assets. In the rate setting process, the regulatory liability or asset is excluded from the rate base upon which those utilities have 
the opportunity to earn their allowed rates of return. The costs associated with our asset retirement obligations are either currently 
being recovered in rates or are probable of recovery in future rates.
Pension and Other Postretirement Plans
Pension and other postretirement plan costs and liabilities are determined on an actuarial basis and are affected by numerous 
assumptions and estimates, including the fair value of plan assets, estimates of the expected returns on plan assets, assumed discount 
rates, the level of contributions made to the plans, and current demographic and actuarial mortality data. We review annually the 
estimates and assumptions underlying our pension and other postretirement plan costs and liabilities with the assistance of third- 
party actuarial firms. The assumed discount rates, expected returns on plan assets and the mortality assumption are the factors that 
generally have the most significant impact on our pension costs and liabilities. The assumed discount rates, health care cost trend 
rates and rates of retirement generally have the most significant impact on our postretirement plan costs and liabilities.

The discount rates are utilized principally in calculating the actuarial present value of our pension and postretirement obligations 
and net pension and postretirement costs. When estimating our discount rates, we consider high quality corporate bond rates, such 
as the Prudential curve index and the Citigroup yield curve, changes in those rates from the prior year and other pertinent factors, 
including the expected life of each of our plans and their respective payment options.

The expected long-term rates of return on assets are utilized in calculating the expected returns on the plan assets component of 
our annual pension plan costs. We estimate the expected returns on plan assets of each of our plans by evaluating expected bond 
returns, asset allocations, the effects of active plan management, the impact of periodic plan asset rebalancing and historical 
performance. We also consider the guidance from our investment advisors in making a final determination of our expected rates 
of return on assets.

We estimate the health care cost trend rates used in determining our postretirement net expense based upon actual health care cost 
experience, the effects of recently enacted legislation and general economic conditions. Our assumed rate of retirement is estimated 
based upon our annual reviews of participant census information as of the measurement date.

The mortality assumption used for our pension and postretirement plans is based on the actuarial table that is most reflective of 
the expected mortality of the plan participants and reviewed periodically.

Actual changes in the fair value of plan assets and the differences between the actual and expected return on plan assets could 
have a material effect on the amount of pension and postretirement benefit costs that we ultimately recognize. A 0.25 percent 
decrease in the discount rate could increase our annual pension and postretirement costs by approximately $7,000, and a 0.25 
percent increase could decrease our annual pension and postretirement costs by approximately $9,000. A 0.25 percent change in 
the rate of return could change our annual pension cost by approximately $143,000 and would not have an impact on the 
postretirement and supplemental executive retirement plans because these plans are not funded.

Income Taxes, Investment Tax Credit Adjustments and Tax-Related Contingency
Deferred tax assets and liabilities are recorded for the income tax effect of temporary differences between the financial statement 
basis and tax basis of assets and liabilities and are measured using the enacted income tax rates in effect in the years in which the 
differences are expected to reverse. Deferred tax assets are recorded net of any valuation allowance when it is more likely than 
not that such income tax benefits will be realized. Investment tax credits on utility property have been deferred and are allocated 
to income ratably over the lives of the subject property.

We account for uncertainty in income taxes in our consolidated financial statements only if it is more likely than not that an 
uncertain tax position is sustainable based on technical merits. Recognizable tax positions are then measured to determine the
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amount of benefit recognized in the consolidated financial statements. We recognize penalties and interest related to unrecognized 
tax benefits as a component of other income.

We account for contingencies associated with taxes other than income when the likelihood of a loss is both probable and estimable. 
In assessing the likelihood of a loss, we do not consider the existence of current inquiries, or the likelihood of future inquiries, by 
tax authorities as a factor. Our assessment is based solely on our application of the appropriate statutes and the likelihood of a 
loss assuming the proper inquiries are made by tax authorities.

Financial Instruments
Prior to its wind down in the second quarter of 2017, Xeron engaged in trading activities using forward and futures contracts, 
which were accounted for using the MTM method of accounting. Under MTM accounting, our trading contracts were recorded 
at fair value as derivative assets and liabilities. The changes in fair value of the contracts were recognized as gains or losses in 
revenues in the consolidated statements of income in the period of change.

Our natural gas, electric and propane distribution operations and natural gas marketing operations enter into agreements with 
suppliers to purchase natural gas, electricity, and propane for resale to our respective customers. Purchases under these contracts, 
as well as distribution and marketing operations sales agreements with counterparties or customers, either do not meet the definition 
of a derivative, or qualify for “normal purchases and sales” treatment under ASC Topic 815 Derivatives and Hedging, and are 
accounted for on an accrual basis.

Our propane distribution operations enter into derivative transactions, such as swaps, put options and call options in order to 
mitigate the impact of wholesale price fluctuations on inventory valuation and future purchase commitments.

Our natural gas marketing operation enters into natural gas futures and swap contracts to mitigate any price risk associated with 
the purchase and/or sale of natural gas to specific customers.

These transactions may be designated as fair value hedges or cash flow hedges, if they meet all of the accounting requirements 
pursuant to ASC Topic 815, Derivatives and Hedging, and we elect to designate the instruments as hedges. If designated as a fair 
value hedge, the value of the hedging instrument, such as a swap, future, or put option, is recorded at fair value, with the effective 
portion of the gain or loss of the hedging instrument effectively reducing or increasing the value of the hedged item. If designated 
as a cash flow hedge, the value of the hedging instrument, such as a swap, call option or natural gas futures contract, is recorded 
at fair value with the effective portion of the gain or loss of the hedging instrument being recorded in comprehensive income. The 
ineffective portion of the gain or loss of a hedge is recorded in earnings. If the instrument is not designated as a fair value or cash 
flow hedge, or it does not meet the accounting requirements of a hedge under ASC Topic 815, Derivatives and Hedging, it is 
recorded at fair value with all gains or losses being recorded directly in earnings. In 2018, we will be adopting ASU 2017-12, 
Targeted Improvements to Accountingfor Hedging Activities, the updated hedge accounting standard, which we expect will reduce 
the MTM volatility in PESCO’s results due to better alignment of risk management activities and financial reporting, risk component 
hedging and certain other simplifications of hedge accounting guidance.

FASB Statements

Recently Adopted Accounting Standards

Inventory(ASC330)-InJuly2015,theFASB \s,s,MQdk?>\I2Q\5-\\,SimpliJyingthe Measurement of Inventory. Under this guidance, 
inventories are required to be measured at the lower of cost or net realizable value. Net realizable value represents the estimated 
selling price less costs associated with completion, disposal and transportation. We adopted ASU 2015-11 on January 1,2017, on 
a prospective basis. Adoption of this standard did not have a material impact on our financial position or results of operations.

Recent Accountim Standards Yet to be Adopted
Revenue from Contracts with Customers (ASC 606) - In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with 
Customers. This standard provides a single comprehensive revenue recognition model for all contracts with customers to improve 
comparability within industries, as well as across industries and capital markets. The standard contains principles that entities will 
apply to determine the measurement of revenue and when it is recognized. The underlying principle is that an entity will recognize 
revenue to depict the transfer of goods or services to customers at an amount that the entity expects to be entitled to in exchange 
for those goods or services. The guidance also requires anumber of disclosures regarding the nature, amount, timing, and uncertainty 
of revenue and therelated cash flows. In March 2016, FASB issued ASU 2016-08, Principal versus Agent Considerations (Reporting 
Revenue Gross versus Net), to clarify the implementation guidance on principal versus agent considerations. For public entities, 
this standard is effective for interim and annual financial statements issued beginning January 1,2018.

We have completed our evaluation of our revenue sources and the impact on our financial position, results of operations and cash 
flows. In tandem, we have developed and documented accounting policies and position papers, which are intended to meet the
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requirements of this new revenue recognition standard. We have also completed our plan to update our internal controls. Since 
the third quarter of 2017, we have provided additional training to our employees and have implemented system and process changes 
that are associated with the adoption of the standard. We will adopt the updated accounting guidance in the first quarter of 2018, 
using the modified retrospective transition method, which will result in a cumulative adjustment that will decrease retained earnings 
and receivables and other deferred charges by $1.5 million, related to one long-term firm transmission contract with an industrial 
customer for which the timing and recognition of revenue will be shifted to later years. Based on our assessment, we believe that 
the implementation of this new standard will not have a material impact on the amount and timing of revenue recognition, other 
than the one long-term contract for which we will delay the recognition of approximately $407,000 in revenue from 2018 to future 
years.
Leases (ASC 842) - In February 2016, the FASB issued ASU 2016-02, Leases, which provides updated guidance regarding 
accounting for leases. This update requires a lessee to recognize a lease liability and a lease asset for all leases, including operating 
leases, with a term greater than 12 months on its balance sheet. The update also expands the required quantitative and qualitative 
disclosures surrounding leases. ASU 2016-02 will be effective for our annual and interim financial statements beginning January 
1,2019, although early adoption is permitted.

The FASB allows companies to elect several practical expedients, in order to simplify the transition to the new standard. The 
following three expedients must all be elected together;

• An entity need not reassess whether any expired or existing contracts are or contain leases.
• An entity need not reassess the lease classification for any expired or existing leases (that is, all existing leases that were 

classified as operating leases in accordance with Topic 840 will continue to be classified as operating leases, and all 
existing leases that were classified as capital leases in accordance with Topic 840 will continue to be classified as capital 
leases).

• An entity need not reassess initial direct costs for any existing leases.

Other practical expedients that can be elected individually are:

• An entity may elect to use hindsight in determining the lease term and in assessing impairment of the entity’s right-of- 
use assets.

• An entity may elect to apply the provisions of the new lease guidance at the effective date, without adjusting the comparative 
periods presented.

We expect to use the practical expedients to assist in implementation of this standard. We have assessed all of our leases and have 
concluded that we may have some operating leases that qualify for the short-term lease exception. Upon adoption, we will record 
the right-of-use assets and the lease liabilities related to our operating leases with a lease term in excess of one year. We do not 
believe that this will have a material impact on our financial position, results of operations or cash flows.

In January 2018, the FASB issued ASU Land Easement Practical Expedient for Transition to Topic 842, which provides
a practical expedient to not evaluate, under Topic 842, existing or expired land easements that were not previously accounted for 
as leases. We plan to utilize the provided practical expedient for existing and expired land easements and will assess all new or 
modified land easements and right-of-way agreements, under the guidance of ASU 2016-02, following its adoption.

Statement of Cash Flows (ASC 230) - In August 2016, the FASB issued ASU 2016-15, Classification of Certain Cash Receipts 
and Cash Payments, which clarifies how certain transactions are classified in the statement of cash flows. ASU 2016-15 will be 
effective for our annual and interim financial statements beginning January 1, 2018, although early adoption is permitted. We 
believe that the implementation of this new standard will not have a material impact on our consolidated statement of cash flows.

Intangibles-Goodwill (ASC 350) - In January 2017, the FASB issued ASU 2017-04, Simplifying the Test for Goodwill Impairment, 
which simplifies how an entity is required to test goodwill for impairment by eliminating Step 2 from the goodwill impairment 
test. ASU 2017-04 will be effective for our annual and interim financial statements beginning January 1, 2020, although early 
adoption is permitted. The amendments included in this ASU are to be applied prospectively. We believe that the implementation 
of this new standard will not have a material impact on our financial position or results of operations.

Compensation-Retirement Benefits (ASC 715) - In March 2017, the FASB issued ASU 20\1-Q1, Improving the Presentation of 
Net Periodic Pension Cost and Net Periodic Post Retirement Benefit Cost. Under this guidance, employers are required to report 
the service cost component in the same line item or items as other compensation costs arising from services rendered by the 
pertinent employees during the period. The other components of net benefit costs are required to be presented in the income 
statement separately from the service cost component and outside a subtotal of income from operations. The update allows for 
capitalization of the service cost component when applicable. ASU 2017-07 will be effective for our annual and interim financial 
statements beginning January 1, 2018, although early adoption is permitted. The presentation of the service cost and other 
components in this update are to be applied retrospectively, and the capitalization of the service cost is to be applied prospectively
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on or after the effective date. Aside from changes in presentation, we believe that the implementation of this new standard will 
not have a material impact on our financial position or results of operations.

Compensation - Stock Compensation (ASC 718) - In May 2017, the FASB issued ASU 2017-09, Scope of Modification Accounting, 
to clarify when to account for a change in the terms or conditions of a share-based payment award as a modification. Under this 
guidance, modification accounting is required only if the fair value, the vesting conditions or the award classification (equity or 
liability) changes as a result of a change in the terms or conditions of the award. The guidance is effective for our annual financial 
statements beginning January 1,2018, although early adoption is permitted. The amendments included in this standard are to be 
applied prospectively. We believe that the implementation of this new standard will not have a material impact on our financial 
position or results of operations.

Derivatives and Hedging (ASC 815) - In August 2017, the FASB issued ASU 2017-12, Targeted Improvements to Accounting for 
Hedging Activities, to better align an entity’s risk management activities and financial reporting for hedging relationships through 
changes to both the designation and measurement guidance for qualifying hedging relationships and the presentation of hedge 
results. Among other changes to hedge designation, ASU 2017-12 expands the risks that can be designated as hedged risks in cash 
flow hedges to include cash flow variability from contractually specified components of forecasted purchases or sales of non- 
financial assets. ASU 2017-12 requires the entire change in fair value of a hedging instrument included in the assessment of hedge 
effectiveness to be presented in the same income statement line that is used to present the earnings effects of the hedged item for 
fair value hedges and in other comprehensive income for cash flow hedges. For disclosures, ASU 2017-12 requires a tabular 
presentation of the income statement effect of fair value and cash flow hedges, and it eliminates the requirement to disclose the 
ineffective portion of the change in fair value of hedging instruments. ASU 2017-12 will be effective for our annual and interim 
financial statements beginning January 1,2019, although early adoption is permitted. We are evaluating the effect of this standard 
on our future financial position and results of operations. In 2018, we will be adopting the updated hedge accounting standard, 
which we expect will reduce the MTM volatility in PESCO’s results due to better alignment of risk management activities and 
financial reporting, risk component hedging and certain other simplifications of hedge accounting guidance.

Income Statement - Reporting Comprehensive Income (ASC 220) - In February 2018, the FASB issued ASU 2018-02, 
Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income, which allows a reclassification from 
accumulated other comprehensive income to retained earnings for stranded tax effects resulting from the TCJA. ASU 2018-02 
will be effective for our annual and interim financial statements beginning January 1,2019, although early adoption is permitted. 
We are evaluating the effect of this standard on our future financial position and results of operations.
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The following table presents the calculation of the Company’s basic and diluted earnings per share for the years ended December 
31:

(in thousands, except shares and per share data)
Calculation of Basic Earnings Per Share:

Neit Income
Weighted average shares outstanding

Basic Earnings Per Share

Calculation of Diluted Earnings Per Share:
Net Income

Reconciliation ofDenominator:
Weighted average shares outstanding — Basic 
Effect of dilutive securities — Share-based compensation 

Adjusted denominator — Diluted
Diluted Earnings Per Share

For the Year Ended December 31,
2017 2016 2015

$ 58,124 $ 44,675 $ 41,140
16,336,789 15,570,539 15,094,423

$ 3.56 $ 2.87 $

16,336,789
46,563

15,570,539
42,552

16,383,352 15,613,091
3.55 $

2.73

58,124 $ 44,675 $

2.86 $

41,140

15,094,423
48,950

15,143,373
2.72

4. ACQUISITIONS 

Acquisitions in 2017

ARM, Chipola and Central Gas Asset Acquisitions
In August 2017, PESCO acquired certain natural gas marketing assets of ARM. We have accounted for the purchase of these 
assets as a business combination and recorded goodwill of $6.8 million, which is included in Unregulated Energy segment. The 
acquired assets complement PESCO’s current asset portfolio and expand our regional footprint and retail demand in a market 
where we have existing pipeline capacity and wholesale liquidity. In connection with the acquisition, we recorded a contingent 
liability of $2.5 million, which represents the expected future payment of additional consideration to ARM based on the achievement 
of certain performance targets. The payment, which is expected to be paid in 2019, is contingent upon the achievement of certain 
gross margin targets during the 2018 calendar year. The recorded liability is based upon our most recent gross margin projections 
for the acquired assets and is subject to change based on actual performance or changes in our gross margin projections.

In August 2017, Flo-gas acquired certain operating assets of Chipola, which provides propane distribution service to approximately 
800 residential and commercial customers in Bay, Calhoun, Gadsden, Jackson, Liberty, and Washington Counties, Florida.

In December 2017, Flo-gas acquired certain operating assets of Central Gas, which provides propane distribution service to 
approximately 325 residential and commercial customers in Glades, Highlands, Martin, Okeechobee, and St. Lucie Counties, 
Florida.
The revenue and net income from these acquisitions that were included in our consolidated statement of income for the year ended 
December 31,2017, were not material. The amounts recorded in conjunction with these acquisitions are preliminary and subject 
to adjustment based on additional valuations performed during the measurement period.

Acquisition in 2015 
Gatherco Merger
On April 1,2015, we completed the merger with Gatherco, in which Gatherco merged with and into Aspire Energy, our then newly 
formed, wholly-owned subsidiary.

At closing, we issued 592,970 shares of our common stock, valued at $30.2 million based on the closing price of our common 
stock as reported on the NYSE on April 1,2015. In addition, we paid $27.5 million in cash and assumed $1.7 million of existing 
outstanding debt, which we paid off on the same date. We also acquired $6.8 million of cash on hand at closing.
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(in thousands) Net Purchase Price
Chesapeake Utilities common stock issued $ .1 30,164
Cash 27,494
Acquired debt :i 1,696

Aggregate amount paid in the acquisition 59,354
Less: cash acquired (6,806)
Net amount paid in the acquisition $ 52,548

The merger agreement provided for additional contingent cash consideration to Gatherco's shareholders of up to $15.0 million 
based on a percentage of revenue generated from potential new gathering opportunities during the five-year period following the 
closing. As of December 31,2017, there have been no related gathering opportunities developed; therefore, no contingent liability 
has been recorded. We are unable to estimate the range of future undiscounted contingent liability outcomes at this time. However, 
a liability for additional contingent cash consideration may be recorded prior to April 2020 as additional information becomes 
available.

We incurred $ 1.3 million in transaction costs associated with this merger, of which S514,000 and $786,000 were expensed during 
the years ended December 31, 2015 and 2014, respectively. Transaction costs were included in operations expense in the 
consolidated statements of income. The revenues and net income from this acquisition for the years ended December 31, 2017, 
2016 and 2015, included in our consolidated statements of income, were $33.3 million and $8.9 million, respectively, for 2017, 
$26.6 million and $2.1 million, respectively, for 2016 and $16.7 million and $312,000, respectively, for 2015.

The purchase price allocation of the Gatherco acquisition is as follows:

(in thousands) 
fhircbase price

Property plant and equipment 
Cash
Accounts receivable 
Income taxes receivable 
Other assets 
Total assets acquired

Long-term debt
Deferred income taxes
Accounts payable
Other current liabilities
Total liabilities assumed
Net identifiable assets acquired
Goodwill

Purchase Price 
Allocation

57,658

: 53,203 
6,806 

! 3,629
3,163 
425

67,226

1,696
13,409

3,837
745

19,687
47,539

$ 10,119

The goodwill reflects the value paid primarily for opportunities for growth in a new and strategic geographic area. All of the 
goodwill from this acquisition was recorded in the Unregulated Energy segment and is not deductible for income tax purposes.

5. Segment Information

We use the management approach to identify operating segments. We organize our business around differences in regulatory 
environment and/or products or services, and the operating results of each segment are regularly reviewed by the chief operating 
decision maker (our Chief Executive Officer) in order to make decisions about resources and to assess performance.
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Our operations comprise two reportable segments:

• Regulated Energy. Includes natural gas distribution, natural gas transmission and electric distribution operations. 
All operations in this segment are regulated, as to their rates and services, by the PSC having jurisdiction in 
each operating territory or by the FERC in the case of Eastern Shore.

♦ Unregulated Energy. Includes propane distribution as well as natural gas marketing, gathering, processing, 
transportation and supply. These operations are unregulated as to their rates and services. Effective June 2016, 
this segment includes electricity and steam generation through Eight Flags' CHP plant. Through March 2017, 
this segment also included the operations of Xeron, our propane and crude oil trading subsidiary that began 
winding down operations attheend ofthefirst quarter of2017. Also included in this segmentareodierunregulated 
energy services, such as energy-related merchandise sales and heating, ventilation and air conditioning, plumbing 
and electrical services.

The remainder of our operations is presented as “Other businesses and eliminations”, which consists of unregulated subsidiaries 
that own real estate leased to Chesapeake Utilities, as well as certain corporate costs not allocated to other operations.

The following table presents information about our reportable segments.

For the Year Ended December 31,
2017 2016 2015

(in thousands)
Operating Revenues, Unafflliated Customers

Regulated Energy $ 316,971 $ 302,402 $ 300,674
Unregulated Energy 300,612 196,458 158,570

Total operating revenues, imaffiliated customers $ 617,583 $ 498,860 $ 459,244
Intersegment Revenues

Regulated Energy $ 9,339 $ 3,287 $ 1,228
Unregulated Energy 23,983 7,321 3,537
Other businesses 774 880 880

Total intersegment revenues $ 34,096 $ 11,488 $ 5,645
Operating Income

Regulated Energy $ 73,160 $ 69,851 $ 60,985
Unregulated Energy 12,477 13,844 16,355
Other businesses and eliminations 206 401 418

Operating Income 85,843 84,096 77,758
Other (expense) income (765) (441) 293
Interest charges 12,645 10,639 10,006
Income Before Income taxes 72,433 73,016 68,045
Income taxes 1439 28,341 26,905
Net Income % 58,124 $ 44,675 $ 41,140
Depreciation and Amortization

Regulated Energy $ 28,554 $ 25,677 $ 24,195
Unregulated Energy 7,954 6,386 5,679
Other businesses and eliminations 91 96 98

Total depreciation and amortization $ 36,599 $ 32,159 $ 29,972
Capital Expenditures

Regulated Energy s 159,011 $ 139,994 $ 98,372
Unregulated Energy 26,190 23,984 90,895
Other businesses 5,902 5,398 5,994

Total capital expenditures $ 191,103 $ 169,376 $ 195,261

All significant intersegment revenues are billed at market rates and have been eliminated from consolidated revenues.
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Identifiable Assets 
Regulated Energy 
Unregulated Energy 
Other businesses 
Total identifiable assets

Our operations are entirely domestic.

As of December 31,
2017 2016

$ 1421,673 $ : i986,752
261,541 226,368

34,220 : 16,099
$ 1,417,434 $ 1,229,219

6. Supplemental Cash Flow Disclosures

Cash paid for interest and income taxes during the years ended December 31,2017,2016 and 2015 were as follows:

For the Year Ended December 31,
2017 2016 2015

(in thousands)
Cash paid for interest -, $ 12,420 $ 10,315 $ ; 9,497
Cash paid for income taxes, net of refunds $ (4,114) S (5,308) $ 11,076

Non-cash investing and financing activities during the years ended December 31,2017,2016, and 2015 were as follows:

For the Year Ended December 31,
2017 2016 2015

(in thousands)
Capital property and equipment acquired on account, but not paid for as of 
December 31 $ 15,457 $ 9,791 i10,268

Common stock issued for the Retirement Savings Plan S — $ 777 $ 690
Common stock issued under the SICP.......... $ 1,127 $ 1,027- -$ 1,594
Capital lease obligation $ 2,070 $ 3,471 $ 4,824
Common stock issued in acquisition^ $ — •' $ —-

■$^

.|| 30,164

7. Derivative Instruments

We use derivative and non-derivative contracts to engage in trading activities and manage risks related to obtaining adequate 
supply and the price fluctuations of natural gas, electricity and propane. Our natural gas, electric and propane distribution operations 
have entered into agreements with suppliers to purchase natural gas, electricity and propane for resale to our customers. Aspire 
Energy has entered into contracts with producers to secure natural gas to meet its obligations. Purchases under these contracts 
typically either do not meet the definition of derivatives or are considered “normal purchases and sales” and are accounted for on 
an accrual basis. Our propane distribution and natural gas marketing operations may also enter into fair value hedges of their 
inventory or cash flow hedges of their future purchase commitments in order to mitigate the impact of wholesale price fluctuations. 
As of December 31,2017, our natural gas and electric distribution operations did not have any outstanding derivative contracts.

Hedging Activities in 2017

In 2017, Sharp entered into futures and swap agreements to mitigate the risk of fluctuations in wholesale propane index prices 
associated with 7.7 million gallons of propane expected to be purchased from October 2017 through March 2019, of which positions 
covering 4.9 million gallons of forecasted future purchases were outstanding as of December 31, 2017. Under the futures and 
swap agreements. Sharp will receive the difference between the index prices (Mont Belvieu prices in October 2017 through March 
2019) and the swap prices of $0.59 per gallon, to the extent the index price exceeds the contracted price. If the index prices are 
lower than the swap prices, Sharp will pay the difference. Sharp received a total of approximately $440,000, which represented 
the difference between the index prices and the contracted prices during 2017. We designated and accounted for these agreements 
as cash flow hedges, and there is no ineffective portion of these hedges. In October 2017, we exited agreements associated with 
1.5 million gallons expected to be purchased from November 2017 through February 2018 and reclassified $520,000 of unrealized 
gains from other comprehensive income to propane cost of sales. At December 31,2017, the futures and swap agreements had a
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fair value asset of approximately $1.2 million and a fair value liability of $2,000. The change in the fair value of the swap agreements 
is recorded as unrealized gain (loss) in other comprehensive income (loss).

PESCO enters into natural gas futures contracts associated with the purchase and sale of natural gas to specific customers. These 
contracts are effective through October 2021, and we designate and account for them as cash flow hedges. There is no ineffective 
portion of these hedges. At December 31,2017, PESCO had a total of 17.2 million Dts hedged under natural gas futures contracts, 
with an asset fair value of approximately $92,000. The change in fair value of the natural gas futures contracts is recorded as 
unrealized gain (loss) in other comprehensive income (loss).

In August 2017, PESCO entered into natural gas swap agreements associated with financial contracts acquired in the ARM 
acquisition to mitigate the risk of fluctuations in wholesale natural gas prices associated with 591,000 Dts PESCO expects to 
purchase through January 2020. We accounted for these swap agreements as cash flow hedges, which have a fair value liability 
of approximately $469,000 as of December 31,2017. The change in fair value of the natural gas swap agreements is recorded as 
unrealized gain (loss) in other comprehensive income (loss).

The impact of PESCO’s financial instruments that were not designated as hedges in our consolidated financial statements as of 
December 31, 2017 was $5.8 million, which was recorded as an increase in gas costs during the year ended December 31, 2017 
and is associated with 2.9 million Dts of natural gas.

Hedging Activities in 2016

In 2016, Sharp entered into swap agreements to mitigate the risk of fluctuations in wholesale propane index prices associated with 
4.1 million gallons of propane expected to be purchased through September 2017. Under the swap agreements. Sharp would 
receive the difference between the index prices (Mont Belvieu prices in October 2016 through September 2017) and the swap 
prices of $0.5225 and $0.5650 per gallon, to the extent the index prices exceeded the swap prices. Sharp received a total of 
approximately $663,000, which represented the difference between the index prices and swap prices during the months of October 
2016 through September 2017. We designated and accounted for these swap agreements as cash flow hedges.

In December 2016, Sharp paid a total of $33,000 to purchase a put option to protect against a decline in propane prices and related 
potential inventory losses associated with 630,000 gallons for its propane price cap program in the 2016-2017 heating season. The 
put option expired without being exercised because the propane prices did not fall below the strike price of $0.5650 per gallon in 
December 2016, January 2017, or February 2017. We accounted for the put option as a fair value hedge, and there was no ineffective 
portion of this hedge.

In January 2016, PESCO entered into a supplier agreement with Columbia Gas of Ohio to provide natural gas supply for one of 
its local distribution customer pools. PESCO also assumed the obligation to store natural gas inventory to satisfy its obligations 
under the supplier agreement, which terminated on March 31, 2017. In conjunction with the supplier agreement, PESCO entered 
into natural gas futures contracts during the second quarter of 2016 in order to protect its natural gas inventory against market 
price fluctuations. We previously accounted for these contracts as fair value hedges, with any ineffective portion being reported 
directly in earnings and offset by any associated gain (loss) on the inventory value being hedged. During the third quarter of 2016, 
we discontinued hedge accounting as the hedges were no longer highly effective. As of March 31,2017, all of these contracts had 
expired. The impact of our natural gas futures commodity contracts previously designated as fair value hedges and the related 
hedged item on our consolidated income statement for the year ended December 31,2016, is presented below:

Year Ended
(in thousands) December 31,2016

Commodity contracts
Fair value adjustment for natural gas inventory designated as the hedged item

Total increase in purchased gas cost

The increase in purchased gas cost is comprised of the following:
Basis ineffectiveness 
Timing ineffectiveness 

Total ineffectiveness
There were no natural gas futures commodity contracts designated as fair value hedges in 2017.

Basis ineffectiveness arises from natural gas market price differences between the locations of the hedged inventory and the 
delivery location specified in the hedging instruments. Timing ineffectiveness arises due to changes in the difference between the 
spot price and the futures price, as well as the difference between the timing of the settlement of the futures and the valuation of 
the underlying physical commodity. As the commodity contract nears the settlement date, spot-to-forward price differences should
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converge, which should reduce or eliminate the impact of this ineffectiveness on purchased gas cost. To the extent that our natural 
gas inventory does not qualify as a hedged item in a fair-value hedge, or has not been designated as such, the natural gas inventory 
is valued at the lower of cost or net realizable value.

Hedging Activities in 2015

In March, May and June 2015, Sharp paid a total of S 143,000 to purchase put options to protect against a decline in propane prices 
and related potential inventory losses associated with 2.5 million gallons for the propane price cap program in the 2015-2016 
heating season. We exercised the put options as propane prices fell below the strike prices of $0.4950, $0.4888 and $0.4500 per 
gallon in December 2015 through February 2016 and $0.4200 per gallon in January through March 2016. We received approximately 
$239,000, which represented the difference between the market prices and the strike prices during those months. We accounted 
for the put options as fair value hedges.

In March, May and June 2015, Sharp entered into swap agreements to mitigate the risk of fluctuations in wholesale propane index 
prices associated with 2.5 million gallons expected to be purchased for the 2015-2016 heating season. Under these swap agreements. 
Sharp would have received the difference between the index prices (Mont Belvieu prices in December 2015 through March 2016) 
and the swap prices, which ranged from $0.5200 to $0.5950 per gallon, for each swap agreement, to the extent the index prices 
exceeded the swap prices. If the index prices were lower than the swap prices. Sharp would have paid the difference. These swap 
agreements essentially fixed the price of the 2.5 million gallons that we purchased during this period. We accounted for the swap 
agreements as cash flow hedges. Sharp paid approximately $484,000, which represented the difference between the index prices 
and swap prices during the months of December 2015 through March 2016.

Commodity Contracts for Trading Activities
Shortly after the first quarter of 2017, Xeron wound down its operations. Xeron was previously engaged in trading activities using 
forward and futures contracts for propane and crude oil. These contracts were considered derivatives and were accounted for using 
the mark-to-market method of accounting. As of December 31, 2017 and 2016, Xeron had no outstanding contracts that were 
accounted for as derivatives.

Baiance sheet offsetting
PESCO has entered into master netting agreements with counterparties that enable it net the counterparties' outstanding accounts 
receivable and payable, which are presented on a net basis in the consolidated balance sheets. The following table summarizes 
the accounts receivable and payables on a gross and net basis at December 31,2017 and 2016:

(in thousands) 
Accounts receivable 
Accounts payable

(in thousands) 
Accounts receivable 
Accounts payable

At December 31,2017
Gross amounts Amounts offset Net amounts

8,283 $
16,643 $

2,391
2,391

5,892
14,252

At December 31,2016
Gross amounts Ambimts offset Net amounts

2,764
5,335

1,431
1,431

1,333
3,904

The following tables present information about the fair value and related gains and losses of our derivative contracts. We did not 
have any derivative contracts with a credit-risk-related contingency.

Fair values of the derivative contracts recorded in the consolidated balance sheets as of December 31, 2017 and 2016, are as 
follows:
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Asset Derivatives
Fair Value As Of

(in thousands) Balance Sheet Location December 31,2017 December 31,2016
Derivatives not designated as hedging instruments

Propane swap agreements Derivative assets, at fair value $ 13 $ 8
Put options Derivative assets, at fair value — 9

Derivatives designated as cash flow hedges
Natural gas futures contracts Derivative assets, at fair value 92 113
Propane swap agreements Derivative assets, at fair value 1,181 693

Total asset derivatives S 1,286 $ 823

Liability Derivatives
Fair Value As Of

(in thousands) Balance Sheet Location December 31,2017 December 31,2016
Derivatives not designated as hedging instruments

Natural gas futures contracts Derivative liabilities, at fair value S 5,776 $ 773
Derivatives designated as cash flow hedges

Natural gas swap contracts Derivative liabilities, at fair value 469 —
Propane swap agreements Derivative liabilities, at Mr value 2 —

Total liability derivatives S 6,247 $ 773

The effects of gains and losses from derivative instruments are as follows:

Amount of Gain (Lx>ss) on Derivatives:
For the Year Ended December 31,

(in thousands) (Loss) on Derivatives 2017 2016 2015
Derivatives not designated as hed^ng 
instruments

Realized gain (loss) on forward contracts 
and options Revenue S 112 $ (546) $ 426
Unrealized (loss) on forward contracts Revenue — — (126)

Natural gas futures contracts Cost of sales (3,633) (541) —
Propane swap agreements Cost of sales 8 7 18
Natural gas swap contracts Cost of sales 1 — —

Derivatives designated as fair value hedges
Put/Call option Cost of sales (9) 49 528

Put/Call option Propane inventory — — 43

Natural gas futures contracts Natural gas inventory — (233) —
Derivatives designated as cash flow hedges

Propane swap agreements Cost of sales 1,607 (364) (120)

Propane swap ^reements Other comprehensive income Ooss) 487 1,016 (323)

Call options Cost of sales — — (81)

Natural gas futures contracts Cost of sales (456) 345 —
Natural gas swap contracts Cost of sales (822) — -
Natural gas futures contracts Other comprehensive income (loss) (1,476) 222 109

Natural gas swap contracts Other comprehensive income (loss) 986 — —
Total $ (3,195) $ (45) $ 474

(1) All of the realized and unrealized gain (loss) on forward contracts represents the effect of trading activities on our consolidated statements of income.
(2) As a fair value hedge with no ineffective portion, the unrealized gains and losses associated with this call option are recorded in cost of sales, offset by the 

corresponding change in the value of propane inventory (hedged item), which is also recorded in cost of sales. The amounts in cost of sales offset to zero, 
and the unrealized gains and losses of this call option effectively changed the value of propane inventory on the consolidated balance sheets.
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8. Fair Value of Financial Instruments

GAAP establishes a fair value hierarchy that prioritizes the inputs to valuation methods used to measure fair value. The three levels 
of the fair value hierarchy are the following:

Level 1: Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, unrestricted 
assets or liabilities;
Level 2: Quoted prices in markets that are not active, or inputs which are observable, either directly or indirectly, for 
substantially the full term of the asset or liability; and
Level 3: Prices or valuation techniques requiring inputs that are both significant to the fair value measurement and 
unobservable (i.e. supported by little or no market activity).

Financial Assets and Liabilities Measured at Fair Value
The following tables summarize our financial assets and liabilities that are measured at fair value on a recurring basis and the fair 
value measurements, by level, within the fair value hierarchy as of December 31,2017 and 2016, respectively:

Fair Value Measurements Using:

As of December 31,2017
(in thousands)

Assets:

Fair Value

Significant Other 
Quoted Prices in Observable
Active Markets Inputs

(Level 1) (Level 2)

Significant 
Unobservable 

Inputs 
(Level 3)

Investments—equity securities $ 22 $ 22 $ — $ —
Investments—guaranteed income fund 648 — — 648
Investments—^mutual funds and other 6,086 6,086 — —
Total investments 6,756 6,108 — 648
Derivative assets 1,286 — 1,286 —

Total assets S' 8,042 $ 6,108 $ 1,286 $ ' H : 648
Liabilities:

Derivative liabilities s 6,247 $ — $ 6,247 s ;i —

As of December 31,2016
(in thousands)
Assets:

Fair Value

Fair Value Measurements Using:

Quoted Prices in 
Active Markets 

(Level 1)

Significant Other 
Observable 

Inputs 
(Level 2)

Signiflcant 
Unobservable 

Inputs 
(Level 3)

Investments—equity securities
Investments—guaranteed income fund 
Investments—mutual funds and other

$ 21 $
561

4,320

21

4,320

$

—

$
561

Total investments 4,902 4,341 — ■' n. 561
Derivative assets 823 — 823 —

Total assets $ .5,725 $ 4,341 $ 823 $ iJr 561
Liabilities:

Derivative liabilities 773 $ — $ 773 —
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The following valuation techniques were used to measure fair value assets on a recurring basis as of December 31,2017 and 2016:

Level 1 Fair Value Measurements:
Investments - equity securities — The fair values of these trading securities are recorded at fair value based on unadjusted 
quoted prices in active markets for identical securities.
Investments - mutual funds and other — The fair values of these investments, comprised of money market and mutual funds, 
are recorded at fair value based on quoted net asset values of the shares.

T.evel 2 Fair Value Measurements:
Derivative assets and liabilities — The fair values of forward contracts are measured using market transactions in either the 
listed or OTC markets. The fair value of the propane put/call options, swap agreements and natural gas futures contracts are 
measured using market transactions for similar assets and liabilities in either the listed or OTC markets.

Level 3 Fair Value Measurements:
Investments - guaranteed income fund — The fair values of these investments are recorded at the contract value, which 
approximates their fair value.

The following table sets forth the summary of the changes in the fair value of Level 3 investments for the years ended December 31, 
2017 and 2016;

For the Year Ended December 31,

(in thousands)
Beginning Balance 
Purchases and adjustments 
Transfers/disbursements 
Investment income 
Ending Balance

2017 2016

$ 561 $ 279
79 123

(53) 151
61 8

$ 648 $ 561

Investment income from the Level 3 investments is reflected in other (expense) income in the consolidated statements of income.

At December 31,2017 and 2016, there were no non-financial assets or liabilities required to be reported at fair value. We review 
our non-fmancial assets for impairment at least on an annual basis, as required.

Other Financial Assets and Liabilities
Financial assets with carrying values approximating fair value include cash and cash equivalents and accounts receivable. Financial 
liabilities with carrying values approximating fair value include accounts payable and other accrued liabilities and short-term debt. 
The fair value of cash and cash equivalents is measured using the comparable value in the active market and approximates its 
carrying value (Level 1 measurement). The fair value of short-term debt approximates the canying value due to its short maturities 
and because interest rates approximate current market rates (Level 3 measurement).

At December 31,2017, long-term debt, which includes the current maturities but excludes a capital lease obligation, had a carrying 
value of $205.2 million, compared to a fair value of $215.4 million, using a discounted cash flow methodology that incorporates 
a market interest rate based on published corporate borrowing rates for debt instruments with similar terms and average maturities, 
adjusted for duration, optionality and risk profile. At December 31,2016, long-term debt, which includes the current maturities 
but excludes a capital lease obligation, had a carrying value of $145.9 million compared to the estimated fair value of $161.5 
million. The valuation technique used to estimate the fair value of long-term debt would be considered a Level 3 measurement.

See Note 16, Employee Benefit Plans, for fair value measurement information related to our pension plan assets.

Chesapeake Utilities Corporation 2017 Form 10-K Page 79



Table of Contents

Notes to the Consolidated Financial Statements 

9. Investments

The investment balances at December 31,2017 and 2016, consisted of the following:

(in thousands)
Rabbi trust (associated with the Non-Qualified Deferred Compensation Plan)
Investments in equity securities
Total

As of December 31,
2017 2016

$ • . 6^734 .$. -.K .. 4,881
22 21

$ ■ ■ 6,756 $ J; 4,902

We classify these investments as trading securities and report them at their fair value. For the years ended December 31, 2017, 
2016 and 2015, we recorded net unrealized gains of $1.0 million, $379,000 and $7,000, respectively, in other income (expense) 
in the consolidated statements of income related to these investments. For the investment in the Rabbi Trust, we also have recorded 
an associated liability, which is included in other pension and benefit costs in the consolidated balance sheets and is adjusted each 
period for the gains and losses incurred by the investments in the Rabbi Trust.

10. Goodwill and Other Intangible Assets

The carrying value of goodwill as of December 31, 2017 and 2016 was as follows:

As of December 31,
(in thousands)
Regulated Energy 
Unregulated Energy 
Total

2017 2016
$ 3,353 $ 3,353

18,751 11,717
$ 22,104 . $.., ■ vr: 15,070

As of December 31,2017, goodwill in our Regulated Energy segment is comprised of approximately $2.5 million from the FPU 
merger in October 2009, $ 170,000 from the purchase of operating assets from IGC in August 2010 and $714,000 from the purchase 
of Fort Meade in December 2013. As of December 31,2017, goodwill in our Unregulated Energy segment is comprised of $10.1 
million from the acquisition of Gatherco in April 2015, $6.8 million from the acquisition of certain operating assets from ARM 
in August 2017, and $1.9 million from the acquisition of the operating assets of several propane distribution companies. The annual 
impairment testing for 2017 and 2016 indicated no impairment of goodwill.

The carrying value and accumulated amortization of intangible assets subject to amortization as of December 31,2017 and 2016 
are as follows:

As of December 31,
2017 2016

(in thousands)

Gross
Carrying
Amount

Accumulated
Amortization

Gross
Carrying
Amount

Accumulated
Amortization

Customer lists r.$ 7,393 $ 2,880 • 4,012 $ h . 2,379
Non-Compete agreements 270 175 270 146
Other : ^270 192 270 Ji 184
Total $ 7,933 $ 3,247 $ 4,552 $ 2,709

The customer lists acquired in the purchases of the operating assets of several companies are being amortized over seven to 12 
years. The non-compete agreements acquired in the purchase of the operating assets of several companies are being amortized 
over a six-year or seven-year period. The other intangible assets consist of acquisition costs from our propane distribution 
acquisitions in the late 1980s and 1990s and are being amortized over 40 years.

For the years ended December 31,2017,2016 and 2015, amortization expense of intangible assets was $537,000, $380,000, and 
$367,000, respectively. Amortization expense of intangible assets is expected to be $790,000 for each of the years 2018,2019 and 
2020, $725,000 for 2021 and $471,000 for 2022.
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We file a consolidated federal income tax return. Income tax expense allocated to our subsidiaries is based upon their respective 
taxable incomes and tax credits. State income tax returns are filed on a separate company basis in most states where we have 
operations and/or are required to file. Our returns for tax years after 2013 are subject to examination.

We had no net operating loss for federal income tax purposes as of December 31, 2017. As of December 31,2016, we had a net 
operating loss for federal income tax purposes of $14.0 million, which we carried back two years. For state income tax purposes, 
we had net operating losses in various states of $34.2 million and $19.6 million as of December 31,2017 and 2016, respectively, 
almost all of which will expire in 2036. We have recorded deferred tax assets of $1.6 million and $893,000 related to state net 
operating loss carry-forwards at December 31,2017 and 2016, respectively, but we have not recorded a valuation allowance to 
reduce the future benefit of the tax net operating losses because we believe they will be fully utilized.

Federal Tax Reform

On December 22,2017, President Trump signed into law the TCJA. Substantially all of the provisions of the TCJA are effective 
for taxable years beginning on or after January 1, 2018. The provisions significantly impacting us include the reduction of the 
corporate federal income tax rate from 3 5 percent to 21 percent and several technical provisions, including, among others, limiting 
the utilization of net operating losses arising after December 31, 2017 to 80 percent of taxable income with an indefinite 
carryforward. Our federal income tax expense for periods beginning on January 1,2018 will be based on the new federal corporate 
income tax rate. The specific TCJA provisions related to regulated public utilities generally allow for the continued deductibility 
of interest expense, the elimination of full expensing for tax purposes of certain property acquired after September 27,2017, and 
continuation of certain rate normalization requirements for accelerated depreciation benefits.

Additionally, enactment of the TCJA resulted in changes to the Internal Revenue Code, which materially impacted our 2017 
financial statements. ASC 740, Income Taxes, requires recognition of the effects of changes in tax laws in the period in which the 
law is enacted. ASC 740 requires deferred tax assets and liabilities to be measured at the enacted tax rate expected to apply when 
temporary differences are to be realized or settled. We have completed and have made a reasonable estimate of the measurement 
and accounting of certain effects ofthe TCJA, which have been reflected in the December 31,2017 consolidated financial statements, 
the period in which the TCJA was enacted. At the date of enactment, we re-measured deferred income taxes based upon the new 
corporate tax rate. For our regulated businesses, the change in deferred income taxes of $98.5 million was recorded as an offset 
to a regulatory liability, some portion of which may ultimately be subject to refund to customers. We are at various stages of 
discussion with our regulatory jurisdictions. For our unregulated businesses, the change in deferred income taxes of $ 14.3 million 
was recorded as an adjustment to our deferred income taxes and increased our net income.

The following tables provide: (a) the components of income tax expense in 2017,2016, and 2015; (b) the reconciliation between 
the statutory federal income tax rate and the effective income tax rate for 2017, 2016, and 2015; and (c)the components of 
accumulated deferred income tax assets and liabilities at December 31,2017 and 2016.

For the Year Ended December 31,
2017 2016 2015

(in thousands)
Current Income Tax Expense

Federal $ 2,803 $ (4,898) S 4,875
State 492 2,053 1,533
Other (71) (71) (23)

Total current income tax expense 3,224 (2,916) 6,385
Deferred Income Tax Expense

Property, plant and equipment 8,314 31,062 21,205
Deferred gas costs 2,002 1,163 (1,539)
Pensions and other employee benefits 180 237 (84)
FPU metier-related premium cost and deferred gain (1,148) (572) (556)
Net operating loss carryforwards 193 (9) 2,078
Other 1,544 (624) (584)

Total deferred income tax expense 11,085 31,257 20,520
Total Income Tax Expense $ 14,309 $ 28,341 $ 26,905

“’includes $873,000, $2,1 million and $2,1 million of deferred state income taxes for the years 2017,2016 and 2015, respectively.
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For the Year Ended December 31,
2017 2016 2015

(in thousands)
Reconciliation

$ 25,351 $ 22,759 $ 23,865

(257) (264)
■ ■ Revaluation of:de&rredtax;^sets^^ddiabilities^:;.KvH;c?::.::;S^^^

Other 1,6202,424
Total Income Tax Expense 
Effective Income Tax Rate

Federal income tax expense 

ESOP dividend deduction (263)

241

19.75% 38.81% 39.54%
(1)

Federal income taxes were calculated at 35 percent for each year represented.
Effective tax rate for 2017 includes the impactoftherevaluationof deferred tax assets and liabilities for our unregulated businesses due to implementation 
of the TCJA.

As of December 31,
2017 2016

(in thousands)
Deferred Income Taxes

Deferred income tax liabilities:
■ ' '

Property, plant and equipment $ 133,581 $ 218,074
Acquisition adjustment 9,323. ” 14,840
Loss on reacquired debt 153 442
Deferred gas costs - 2,574 ■ 1,846
Other 5,422 6,375

Total deferred income tax liabilities 151,053 f; 241,577
Deferred income tax assets;

Pension and other employee benefits 4,698 ;i 6,230
Environmental costs 1,744 2,592
Net operating loss cairyforwards 1,625 ii 952
Investment tax credit carryforwards — 2,643
Self insurance 164 189
Storm reserve liability 717 1,131
Other 6,255 4,946

Total deferred income tax assets 15,203 18,683
Deferred Income Taxes Per Consolidated Balance Sheets S 135,850 $ i; 222.894

Chesapeake Utilities Corporation 2017 Form 10-K Page 82



Table of Contents

12. Long-term Debt

Our outstanding long-term debt is shown below:
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As of December 31,
(in thousands) 2017 2016
FPU secured first mortgage bonds:

9.08% bond, due June 1,2022 $ 7,982 $ 7,978
Uncollateralized Senior Notes:

6.64% note, due October 31,2017 — 2,727
5.50% note, due October 12,2020 6,000 8,000
5.93% note, due October 31,2023 18,000 21,000
5.68% note, due June 30,2026 26,100 29,000
6.43% note, due May 2,2028 7,000 7,000
3.73% note, due December 16,2028 20,000 20,000
3.88% note, due May 15, 2029 50,000 50,000
3.25% note, due April 30,2032 70,000 —

Promissory notes 97 168
Capital lease obligation 2,070 3,471
Less: debt issuance costs (433) (291)
Total long-term debt 206,816 149,053
Less: current maturities (9,421) (12,099)
Total long-term debt, net of current maturities $ 197,395 $ 136,954

Annual maturities and principal repayments of long-term debt, excluding the capital lease obligation, are as follows: $8.0 million 
for 2018; $10.6 million for 2019; $15.6 million for 2020; $13.6 million for 2021; $25.1 million for 2022 and $132.3 million 
thereafter. See Note 14, Lease Obligations, for future payments related to the capital lease obligation.

ShelfAgreements

In October 2015, we entered into the Prudential Shelf Agreement, under which we may request that Prudential purchase, through 
October 8, 2018, up to $150.0 million of Prudential Shelf Notes. The Prudential Shelf Notes have a fixed interest rate and a 
maturity date not to exceed twenty years from die date of issuance. Prudential is under no obligation to purchase any of the 
Prudential Shelf Notes. The interest rate and terms of payment of any series of the Prudential Shelf Notes will be determined at 
the time of purchase.

In May 2016, Prudential agreed to purchase $70.0 million of 3.25 percent Prudential Shelf Notes, which were issued on April 21, 
2017. The proceeds received from this issuance of Prudential Shelf Notes were used to reduce short-term borrowings under the 
Revolver. The balance under the Revolver had accumulated over time as capital expenditures were temporarily financed. As of 
December 31,2017, $80 million remains available for issuance under the Prudential Shelf Agreement.

In March 2017, we entered into the MetLife Shelf Agreement and the NYL Shelf Agreement, under which we may request that 
MetLife and NYL, through March 2,2020, purchase up to $150.0 million and $100.0 million, respectively, of our unsecured senior 
debt. The unsecured senior debt would have a fixed interest rate and a maturity date not to exceed twenty years from the date of 
issuance. MetLife and NYL are under no obligation to purchase any unsecured senior debt. The interest rate and terms of payment 
of any series of unsecured senior debt will be determined at the time of purchase.

In November 2017, NYL agreed to purchase $50.0 million of 3.48% Series A notes and $50.0 million of 3.58% Series B notes. 
The Series A notes and Series B notes will be issued on or before May 21,2018 and November 20,2018, respectively. The proceeds 
received from the issuances of these shelf notes will be used to reduce short-term borrowings under the Revolver and/or lines of 
credit and/or to fund capital expenditures. The NYL Shelf Agreement has been fully utilized.

As of December 31,2017, we had not requested that MetLife purchase unsecured senior debt under the MetLife Shelf Agreement.

The Prudential Shelf Agreement, the MetLife Shelf Agreement, and the NYL Shelf Agreement set forth certain business covenants 
to which we are subject when any Note is outstanding, including covenants that limit or restrict our ability, and the ability of our 
subsidiaries, to incur indebtedness, or place or permit liens and encumbrances on any of our property or the property of our 
subsidiaries.
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Secured First Mortgage Bonds

We guaranteed FPU’s first mortgage bonds, which are secured by a lien covering all of FPU’s property. FPU’s first mortgage 
bonds contain a restriction that limits the payment of dividends by FPU. It provides that FPU cannot make dividends or other 
restricted payments in excess of the sum of $2.5 million plus FPU’s consolidated net income accrued on and after January 1,1992. 
As of December 31,2017, FPU’s cumulative net income base was $142.6 million, offset by restricted payments of $37.6 million, 
leaving $ 104.9 million of cumulative net income for FPU free of restrictions pursuant to this covenant.

The dividend restrictions in FPU’s first mortgage bonds resulted in approximately $43.0 million of the net assets of our consolidated 
subsidiaries being restricted at December 31,2017. This represents approximately 9 percent of our consolidated net assets. Other 
than the dividend restrictions in FPU’s first mortgage bonds, there are no legal, contractual or regulatory restrictions on the net 
assets of our subsidiaries.

Uncollateralized Senior Notes
All of our uncollateralized Senior Notes require periodic principal and interest payments as specified in each note. They also 
contain various restrictions. The most stringent restrictions state that we must maintain equity of at least 40 percent of total 
capitalization, and the fixed charge coverage ratio must be at least 1.2 times. The most recent Senior Notes issued in December 
2013 also contain a restriction that we must maintain an aggregate net book value in our regulated business assets of at least 50 
percent of our consolidated total assets. Failure to comply with those covenants could result in accelerated due dates and/or 
termination of the Senior Note agreements.

Certain uncollateralized Senior Notes contain a “restricted payments” covenant as defined in the respective note agreements. The 
most restrictive covenants of this type are included within the 5.93 percent Senior Note, due October 31, 2023. The covenant 
provides that we cannot pay or declare any dividends or make any other restricted payments in excess of the sum of $ 10.0 million, 
plus our consolidated net income accrued on and after January 1, 2003. As of December 31, 2017, the cumulative consolidated 
net income base was $387.7 million, offset by restricted payments of $178.0 million), leaving $209.7 million of cumulative net 
income free of restrictions.

As of December 31, 2017, we are in compliance with all of our debt covenants.

13. Short-term Borrowings

At December 31,2017 and 2016, we had $251.0 million and $209.9 million, respectively, of short-term borrowings outstanding 
at the weighted average interest rates of 2.42 percent and 2.43 percent, respectively. In October 2015, we entered into a Credit 
Agreement with the Lenders for a $ 150.0 million Revolver through October 2020 subject to the terms and conditions as specified. 
In November 2017, we entered into a new $40.0 million short-term credit facility with a new lender. As a result, we now have an 
aggregate of $370.0 million in credit lines comprised of five unsecured bank credit facilities with four financial institutions, with 
$220.0 million in total available credit, and a Revolver with five participating Lenders totaling $150.0 million. We incurred 
commitment fees of $ 131,000, $ 145,000 and $ 106,000 in 2017,2016 and 2015, respectively. The following table summarizes our 
short-term borrowing facilities information at December 31,2017 and 2016.
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Outstanding borrowings at

Available at

(in thousands)
Total

Facility Interest Rate
December 31, December 31, 

Expiration Date 2017 2016
December
31,2017

Bank Credit Facility
Committed revolving credit 
facility A $ 55,000

LIBOR plus 
1.00 percent October 28, 2018 $ 55,000 $ 45,000 $ —

Committed revolving credit 
facility B 30,000

LIBOR plus 
1.00 percent October 31,2018 20,500 21,311 9,500

Short-term revolving credit 
note C 50,000

LIBOR plus 
0.80 percent October 31,2018 50,000 50,000

Committed revolving credit 
facility D 45,000

LIBOR plus 
0.85 percent October 31,2018 40,171 35,000 4,829

Committed revolving credit 
facility E 40,000

LIBOR plus 
0.85 percent October 31,2018 __ __ 40,000

Committed revolving credit 
facility 150,000

LIBOR plus 
1.00 percent Optober 08,2020 75,000 50,000 75,000

Total short term credit facilities $ 370,000 $ 240,671 $ 201,311 $ 129329
Book overdrafts'**^ 10,298 8,560

Total short-term borrowing S 250,969 $ 209,871

This facility bears interest at LIBOR for the applicable period plus up to 1.00 percent, based on Total Indebtedness as a percentage of Total Capitalization. 
At our discretion, the borrowings under this facility can bear interest at the lender's base rate plus 0.80 percent.
At our discretion, the borrowing under this facility can bear interest at the lender's base rate plus 0.85 percent.
If presented, these book overdrafts would be funded through the bank revolving credit facilities.
This committed revolving credit facility includes a restriction that our short-term borrowings, excluding any borrowings under the committed revolving 
credit facility, shall not exceed $200.0 million.

These bank credit facilities are available to provide funds for our short-term cash needs to meet seasonal working capital 
requirements and to temporarily fund portions of our capital expenditures. We are authorized by our Board of Directors to borrow 
up to $275.0 million of short-term debt, as required, from these short-term lines of credit. As of February 27, 2018 the Board 
increased this limit from $275.0 million to $350.0 million.

The availability of funds under our credit facilities is subject to conditions specified in the respective credit agreements, all of 
which we currently satisfy. These conditions include our compliance with financial covenants and the continued accuracy of 
representations and warranties contained in these agreements. We are required by the financial covenants in our revolving credit 
facilities to maintain, at the end of each fiscal year, a funded indebtedness ratio of no greater than 65 percent. We are in compliance 
with all of our debt covenants.

14. Lease Obligations

We have entered into several operating lease arrangements for office space, equipment and pipeline facilities. Rent expense related 
to these leases for 2017,2016 and 2015 was $3.6 million, $2.5 million, and $1.7 million, respectively. As of December 31,2017, 
future minimum payments under our current lease agreements for the years 2018 through 2022 are $2.7 million, $ 1.7 million, $ 1.0 
million, $815,000, and $654,000, respectively and approximately $3.7 million thereafter, with an aggregate total of approximately 
$10.6 million.

For each of the years ended December 31,2017,2016, and 2015, we paid $1.5 million, for a capital lease arrangement related to 
Sandpiper's capacity, supply and operating agreement. Future minimum payments under this lease arrangement are $1.5 million 
for 2018 and $625,000 in 2019, with an aggregate total of $2.1 million.
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15. STOCKHOLDERS’ EQUITY

Preferred Stock
We have 2,000,000 authorized and unissued shares of $0.01 par value preferred stockasof December 31,2017 and 2016. Shares 
of preferred stock may be issued from time to time, by authorization of our Board of Directors and without the necessity of further 
action or authorization by stockholders, in one or more series and with such voting powers, designations, preferences and relative, 
participating, optional or other special rights and qualifications as the Board of Directors may, in its discretion, determine.

Common Stock Public Offering
In September 2016, we completed a public offering of 960,488 shares of our common stock at a public offering price per share 
of $62.26. The net proceeds from the sale of common stock, after deducting underwriting commissions and expenses, were 
approximately $57.4 million, which were added to our general funds and used primarily to repay a portion of our short-term debt 
under unsecured lines of credit.

Shareholders' Rights

Effective February 27, 2018, we entered into the Amendment to the Rights Agreement to accelerate the expiration of the Rights 
(as defined below) from 5:00 RM., New York City time, on August 20,2019, to 5:00 RM., New York City time, on February 27, 
2018 and, which has the effect of terminating the Rights Agreement on that date. At the time of the termination of the Rights 
Agreement, all of the Rights distributed to holders of our common stock pursuant to the Rights Agreement will expire by their 
respective terms. Accordingly, the Rights Agreement is of no further force and effect.

Prior to termination of the Rights Agreement, each outstanding share of our common stock held of record on September 3,1999, 
as adjusted for our stock split in September 2014, and additional shares of common stock issued since that time, was accompanied 
by one preferred stock purchase right (each, a "Right," and, collectively, the "Rights"). Each Right initially entitled the holder to 
purchase one fiftieth of a share of our Series A Participating Cumulative Preferred Stock, par value $0.01 per share, at a price of 
$70 per unit, subject to anti-dilution adjustments. Upon a person or entity becoming an Acquiring Person, each Right (other than 
the Rights held by the Acquiring Person) would have become exercisable to purchase a number of shares of our common stock 
having a market value equal to two times the exercise price of the Right.

Accumulated Other Comprehensive (Loss)

Defined benefit pension and postretirement plan items, unrealized gains (losses) of our propane swap agreements, call options 
and natural gas futures and swap contracts, designated as commodity contracts cash flow hedges, are the components of our 
accumulated comprehensive income (loss).

The following tables present the changes in the balance of accumulated other comprehensive loss for the years ended December 31, 
2017 and 2016. All amounts in the following tables are presented net of tax.

Defined Beneflt 
Pension and 

Postretirement 
Plan Items

(in thousands)
AsofDecember3I,2016

Other comprehensive income before reclassifications
Amounts reclassified from accumulated other comprehensive^ 
income/(loss)

Net current-period other comprehensive income/(Ioss)
As of December 3 Ij 2017 , : . -

Commodity 
Contract Cash 
Flow Hedges Total

$:, -(5,36(^.$, -- :482v (4,878)
281 159 440

V'v
336 (170) 166
617 (11) 606

' ^471- rSv :-U:44,272)
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Defined Benefit 
Pension and 

Postretirement 
Plan Items

(in thousands)
As of December 31,2015

Other comprehensive income/(loss) before reclassifications 
Amounts reclassified from accumulated other comprehensive

(5,580)
(254)

Commodity 
Contracts Cash 

Flow Hedges

(260)
762

Total

(5,840)
508

income/(loss) 474 (20) 454
Net current-period other comprehensive income 220 742 962
As of December 31,2016 $ (5,360) $ 482 $ (4,878)

The following table presents amounts reclassified out of accumulated other comprehensive income (loss) for the years ended 
December 31,2017,2016 and 2015. Deferred gains and losses of our commodity contracts cash flow hedges are recognized in 
earnings upon settlement.

For the Year Ended December 31,
(in thousands) 2017 2016 2015
Amortization of defined benefit pension and postretirement 
nlan item!?-

Prior service cost S 77 $ 77 $ 68
Net gain (636) (871) (650)

Total before income taxes (559) (794) (582)
Income tax benefit 223 320 233

Net of tax $ (336) $ (474) $ (349)

Gains and losses on commodity contracts cash flow hedges
Propane swap agreements $ 1,607 $ (322) $ (UO)
Natural gas swaps (822) — (55)
Natural gas futures (456) 345 (31)

Total before income taxes 329 23 (206)
Income tax impact (159) (3) 83

Net of tax $ 170 $ 20 $ (123)

Total reclassifications for the period $ (166) $ (454) $ (472)

These amounts are included in the computation of net periodic benefits. See Note 16, Employee Benefit Plans, for additional details.
These amounts are included in the effects of gains and losses from derivative instruments. See Note 7, Derivative Instruments, for additional details.

Amortization of defined benefit pension and postretirement plan items is included in operations expense, and gains and losses on 
propane swap agreements, call options and natural gas futures contracts are included in cost of sales in the accompanying 
consolidated statements of income. The income tax benefit is included in income tax expense in the accompanying consolidated 
statements of income.

16. Employee Benefit Plans

We measure the assets and obligations of the defined benefit pension plans and other postretirement benefits plans to determine 
the plans’ funded status as of the end of the year as an asset or a liability on our consolidated balance sheets. We record as a 
component of other comprehensive income/loss or a regulatory asset the changes in funded status that occurred during the year 
that are not recognized as part of net periodic benefit costs.
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Defined Benefit Pension Plans

We sponsor three defined benefit pension plans: the Chesapeake Pension Plan, the FPU Pension Plan and the Chesapeake SERP.

The Chesapeake Pension Plan was closed to new participants, effective January 1,1999, and was frozen with respect to additional 
years of service and additional compensation, effective January 1,2005. Benefits under the Chesapeake Pension Plan were based 
on each participant’s years of service and highest average compensation, prior to the freezing of the plan. Active participants on 
the date the Chesapeake Pension Plan was frozen were credited with two additional years of service. The unfunded liability for 
the Chesapeake Pension Plan of approximately $2.1 million and $2.7 million at December 31,2017 and 2016, is included in the 
other pension and benefit costs liability in our consolidated balance sheets.

The FPU Pension Plan covers eligible FPU non-union employees hired before January 1,2005 and union employees hired before 
the respective union contract expiration dates in 2005 and 2006. Prior to the FPU merger, the FPU Pension Plan was frozen with 
respect to additional years of service and additional compensation, effective December 31, 2009. The unfunded liability for the 
FPU Pension Plan of approximately $16.3 million and $20.6 million at December 31,2017 and 2016, respectively, is included in 
the other pension and benefit costs liability in our consolidated balance sheets.

The Chesapeake SERP was frozen with respect to additional years of service and additional compensation as of December 31, 
2004. Benefits under the Chesapeake SERP were based on each participant’s years of service and highest average compensation, 
prior to the freezing of the plan. Active participants on the date the Chesapeake SERP was frozen were credited with two additional 
years of service. The unfunded liability for the Chesapeake SERP of approximately $2.4 million, at both December 31,2017 and 
2016, is included in the other pension and benefit costs liability in our consolidated balance sheets.

The following schedule sets forth the funded status at December 31,2017 and 2016 and the net periodic cost for the years ended 
December 31,2017,2016 and 2015 for the Chesapeake and FPU Pension Plans:

Chesapeake 
Pension Plan

FPU
Pension Plan

At December 31, 2017 2016 2017 2016
(in thousands)
Change in benefit obligation: ■i

Benefit obligation — beginning of year $ 11,355 $ 11,501 $ 63,832 $ 64,435
Interest cost 402 421 2,482 M 2,525
Actuarial loss (gain) 454 330 1,199 (216)
Effect of settlement ■— (433) - . - . .
Benefits paid (768) (464) (2,849) (2,912)

Benefit obligation — end of year . 11,443 11,355 64,664 : 63,832
Change in plan assets:

Fair value of plan assets — beginning of ye^ 8,668 8,752 43,272 1:42,207
Actual return on plan assets 1,144 424 6,025 2,343
Employer contributions 306 389 1,948 :i 1,634
Benefits paid (768) (464) (2,849) (2,912)
Effect of settlement — (433) — —

Fair value of plan assets — end of year 9,350 8,668 48,396 43,272
Reconciliation:

Funded status (2,093) (2,687) (16,268) (20,560)
Accrued pension cost $ (2,093) $ (2,687)" (16,268) $'H (20,560)
Assumptions:

Discount rate 3.50% 3.75% 3.75% 4:00%
Expected return on plan assets 6.00% 6.00% 6.50% 6.50%
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FPU
Pension Plan

For the Years Ended December 31. 2017 2016 2015 2017 2016 2015
(in thousands)
Components of net periodic pension 
cost:

Interest cost $ 402 $ 421 $ 407 $ 2,482 $ 2,525 $ 2,504
Expected return on assets (495) (501) (530) (2,779) (2,702) (3,107)
Amortization of actuarial loss 399 459 392 513 519 456
Settlement expense — 161 — — — —

Net periodic pension cost 306 540 269 216 342 (147)
Amortization of pre-merger regulatory 
asset __ __ __ 761 761 761

Total periodic cost $ 306 $ 540 $ 269 $ 977 $ 1,103 $ 614
Assumptions:

Discount rate 3.75% 3.75% 3.50% 4.00% 4.00% 3.75%
Expected return on plan assets 6.00% 6.00% 6.00% 6.50% 6.50% 7.00%

Included in the net periodic costs for the FPU Pension Plan is continued amortization of the FPU pension regulatory asset, which 
represents the portion attributable to FPU's regulated operations for the changes in funded status that occurred, but were not 
recognized as part of net periodic cost, prior to the merger with Chesapeake Utilities in October 2009. This was previously deferred 
as a regulatory asset to be recovered through rates pursuant to an order by the Florida PSC. The unamortized balance of this 
regulatory asset was $1.3 million and $2.1 million at December 31,2017 and 2016, respectively.

The following sets forth the funded status at December 31,2017 and 2016 and the net periodic cost for the years ended December 31, 
2017,2016 and 2015 for the Chesapeake SERP:

At December 31. 2017 2016
(in thousands)
Change in benefit obligation:

Benefit obligation — beginning of year $ 2,428 $ 2,510
Interest cost 89 91
Actuarial loss (gain) 63 (21)
Benefits paid (152) (152)

Benefit obligation — end of year 2,428 2,428
Change in plan assets:

Fair value of plan assets •— beginning of year — —
Employer contributions 152 152
Benefits paid (152) (152)

Fair value of plan assets — end of year — —
Reconciliation:

Funded status (2,428) (2,428)
Accrued pension cost $ (2,428) $ (2,428)
Assumptions:

Discount rate 3.50% 3.75%
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For the Years Ended December 31, 2017 2016 2015
{in thousands)
Components of net periodic pension cost:

Interest cost $ 89 $ 91 $ 91
Amortization of prior service cost —

_■

9
Amortization of actuarial loss 87 87 99

Net periodic pension cost $ 176 $ 178, $ i: 199
Assumptions:

Discount rate 3.75% • 3.75% ' :; 3.50%

Our funding policy provides that payments to the trustee of each qualified plan shall be equal to at least the minimum funding 
requirements of the Employee Retirement Income Security Act of 1974. The following schedule summarizes the assets of the 
Chesapeake Pension Plan and the FPU Pension Plan, by investment type, at December 31,2017,2016 and 2015:

At December 31,

Chesapeake 
Pension Plan

FPU
Pension Plan

2017 2016 2015 2017 2016 2015
Asset Category

Equity securities 52.70% 52.93% 48.01% 55.17% 53.18% 48.56%
Debt securities ' 37.79% 37.64% 39.62% 36.56% 37.74% " 41.74%
Other 9.51% 9.43% 12.37% 8.27% 9.08% 9.70%

Total 100.00%. 100.00% ,100.00% , 100.00% 100.00% , ; 100.00%

The investment policy of both the Chesapeake and FPU Pension Plans is designed to provide the capital assets necessary to meet 
the financial obligations of the plans. The investment goals and objectives are to achieve investment returns that, together with 
contributions, will provide funds adequate to pay promised benefits to present and future beneficiaries of the plans, earn a long
term investment return in excess of the growth of the plans’ retirement liabilities, minimize pension expense and cumulative 
contributions resulting from liability measurement and asset performance, and maintain a diversified portfolio to reduce the risk 
of large losses.

The following allocation range of asset classes is intended to produce a rate of return sufficient to meet the plans’ goals and 
objectives:

Asset Allocation Strateav

Asset Class

Minimum
Allocation
Percentage

Maximum
Allocation
Percentage

Domestic Equities (Large Cap, Mid Cap and Small Cap) 14% 32%
• rForeign Equities (Developed and Emerging Markets) 13% 25%

Fixed Income (Inflation Bond and Taxable Fixed) 26% |! 40%
Alternative Strategies (Long/Short Equity and Hedge Fund of Funds) 6% 14%
Diversifying Assets (High Yield Fixed Income, Commodities, and Real Estate) 7% ;i 19%
Cash 0% 5%

Due to periodic contributions and different asset classes producing varying returns, the actual asset values may temporarily move 
outside of the intended ranges. The investments are monitored on a quarterly basis, at a minimum, for asset allocation and 
performance.
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At December 31,2017 and 2016, the assets of the Chesapeake Pension Plan and the FPU Pension Plan were comprised of the 
following investments:

Fair Value Measurement Hierarchy

At December 31,2017 At December 31, 2016
Asset Category Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
(in thousands)
Mutual Funds - Equity securities

U.S. Large Cap $ 4,245 S — $ — $ 4,245 $ 4,031 $ — $ — $ 4,031
U,S. Mid Cap 1,775 — — 1,775 1,677 — '— 1,677
U,S. Small Cap 918 — — 918 845 — — 845
International 11,916 — — 11,916 9,574 — — 9,574
Alternative Strategies 5,528 — — 5,528 5,238 — — 5,238

24,382 — — 24,382 21,365 — — 21,365
Mutual Funds - Debt securities

Fixed income 18,454 — — 18,454 16,958 — — 16,958
High Yield 2,772 — — 2,772 2,636 — — 2,636

21,226 — — 21,226 19,594 — — 19,594
Mutual Funds - Other

Commodities 2,154 — — 2,154 2,134 — — 2,134
Real Estate 2,300 — — 2,300 2,116 — — 2,116
Guaranteed deposit — — 436 436 — — 498 498

4,454 — 436 4,890 4,250 — 498 4,748
Total Pension Plan Assets in fair
value hierarchy $50,062 $ — $ 436 50,498 $45,209 $ — $ 498 45,707
Investments measured at net asset
value
Total Pension Plan Assets

7,248
$ 57,746

6,233
$51,940

Includes funds that invest primarily in United States common stocks.
Includes funds that invest primarily in foreign equities and emerging markets equities.
Includes funds that actively invest in both equity and debt securities, funds that sell short securities and funds that provide long-term capital appreciation. 
The funds may invest in debt securities below investment grade.
Includes funds that invest in investment grade and fixed income securities.
Includes funds that invest primarily in commodity-linked derivative instruments and fixed income securities.
Includes funds that invest primarily in real estate.
Includes investment in a group annuity product issued by an insurance company.
Certain investments that were measured at net asset value per share have not been classified in the fair value hierarchy. These amounts are presented 
to reconcile to total pension plan assets.

At December 31,2017 and 2016, all of the investments were classified under the same fair value measurement hierarchy (Level 
1 through Level 3) described under Note 8, Fair Value of Financial Instruments. The Level 3 investments were recorded at fair 
value based on the contract value of annuity products underlying guaranteed deposit accounts, which was calculated using 
discounted cash flow models. The contract value of these products represented deposits made to the contract, plus earnings at 
guaranteed crediting rates, less withdrawals and fees.
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The following table sets forth the summary of the changes in the fair value of Level 3 investments for the years ended December 31, 
2017 and 2016:

For the Year Ended December 31,
2017 2016

(in thousands)
Balance, beginning of year $ 498 $ 1,286

Purchases 2,271 ■i; 2,023
Transfers in 1,743 1,435
Disbursements (4,101X (4,268)
Investment income 25 22

Balance, end of year V... S 436 $ , 498

Other Postretirement Benefits Plans

We sponsor two defined benefit plans: the Chesapeake Postretirement Plan and the FPU Medical Plan. The following table sets 
forth the funded status at December 31,2017 and 2016 and the net periodic cost for the years ended December 31,2017,2016,
and 2015:

Chesapeake FPU
Postretirement Plan Medical Plan

At December 31, 2017 2016 2017 2016
(in thousands)
Change in benefit obligation: r ' ' ■it

Benefit obligation — beginning of year $ 1,132 $ 1,153 $ 1,349 $ 1,444
Interest cost 41 43 50 h. 55
Plan participants contributions 118 90 48 64
Actuarial loss (gain) - ' ... .... .... ^.,72...... • 20 (48) (41)
Benefits paid (235) (174) (112) (173)

Benefit obligation — end 6f year '-’■■'1,128 " 1,132 ; :1,287 . iir 1,349
Change in plan assets:

Fair value of plan assets — beginning of year. — —
■ i : —

Employer contributions^'^ 117 84 64 109
Plan participants contributions liS : 9p; \ \ ■..■.'"■48;' • !.:

;; ' 64
Benefits paid (235) (174) (112) (173)

Fair value of plan assets — end of year . " ' ' — '/ ' ' —
Reconciliation:

Funded status > (1,128) - (1,132)- (1,287) - (1,349)
Accrued postretirement cost $ (1,128) $ (1,132) $ (1,287) $ (1,349)
Assumptions:

Discount rate 3.50% 3.75% 3,75% 4.00%

The Chesapeake Postjetirement Plan does not receive a Medicare Part-D subsidy. The FPU Medical Plan did not receive a significant subsidy for the 
post-merger period.
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Net periodic postretirement benefit costs for 2017, 2016, and 2015 include the following components:

Chesapeake 
Postretirement Plan

FPU
Medical Plan

For the Years Ended December 31,
(in thousands)
Components of net periodic 
postretirement cost:

Interest cost 
Amortization of:

Actuarial loss 
Prior service cost 

Net periodic cost
Amortization of pre-merger regulatory 
asset

Net periodic cost 
Assumptions

Discount rate

2017 2016 2015 2017 2016 2015

$ 41 $ 43 $ 42 $ 50 $ 55 $ 57

53
(77)

64
(77)

72
(77)

— — —

17 30 37 50 55 57

__ __ __ 8 8 8
$ 17 $ 30 $ 37 $ 58 $ 63 $ 65

3.75% 3.75% 3.50% 4.00% 4.00% 3.75%

Similar to the FPU Pension Plan, continued amortization of the FPU Medical Plan regulatory asset related to the unrecognized 
cost prior to the merger with Chesapeake Utilities was included in the net periodic cost. The unamortized balance of this regulatory 
asset was $22,000 and $30,000 at December 31,2017 and 2016, respectively.

The following table presents the amounts not yet reflected in net periodic benefit cost and included in accumulated other 
comprehensive loss or as a regulatory asset as of December 31,2017:

(in thnusands)

Chesapeake
Pension

Plan

FPU
Pension

Plan
Chesapeake

SERP

Chesapeake
Postretirement

Plan

FPU
Medical

Plan Total
Prior service cost (credit) $ ' — $ — $ — $ (601) $ — $ (601)
Net loss 3,629 17,483 733 767 10 22,622

Total $ 3,629 $ 17,483 $ 733 $ 166 $ 10 $ 22,021

Accumulated other
comprehensive loss pre-tax^^^ $ 3,629 $ 3,322 $ 733 $ 166 $ 2 $ 7,852
Post-merger regulatory asset — 14,161 — — 8 14,169
Subtotal 3,629 17,483 733 166 10 22,021
Pre-merger regulatory asset — ■ 1,304 — — 22 1,326
Total unrecognized cost $ 3,629 $ 18,787 $ 733 $ 166 $ 32 $ 23,347

The total amount of accumulated other comprehensive loss recorded on our consolidated balance sheet as of December 31,2017 is net of income tax 
benefits of $3.1 million.

Pursuant to a Florida PSC order, FPU continues to record as a regulatory asset a portion of the unrecognized pension and 
postretirement benefit costs after the merger with Chesapeake Utilities related to its regulated operations, which is included in the 
above table as a post-merger regulatory asset. FPU also continues to maintain and amortize a portion of the unrecognized pension 
and postretirement benefit costs prior to the merger with Chesapeake Utilities related to its regulated operations, which is shown 
as a pre-merger regulatory asset.
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The amounts in accumulated other comprehensive loss and recorded as a regulatory asset for our pension and postretirement 
benefits plans that are expected to be recognized as a component of net periodic benefit cost in 2018 are set forth in the following 
table:

Cin thousands)
Prior service cost (credit) 
Net loss
Amortization of pre-merger 
regulatory asset

Chesapeake
Pension

Plan

FPU
Pension

Plan

Chesapeake FPU
Chesapeake Postretirement Medical

SERP Plan Plan Total
— $

351 $

— $

— $ 
434 $

761 $

— $ 
101 $

— $

(77) $ 
58 $

— $

$

8 $

(77)
944

769

Assumptions
The assumptions used for the discount rate to calculate the benefit obligations of all the plans were based on the interest rates of 
high-quality bonds in 2017, reflecting the expected lives of the plans. In determining the average expected return on plan assets 
for each applicable plan, various factors, such as historical long-term return experience, investment policy and current and expected 
allocation, were considered. Since Chesapeake Utilities' plans and FPU’s plans have different expected plan lives, particularly in 
light of the lump-sum-payment option provided in the Chesapeake Pension Plan, different assumptions regarding discount rate 
and expected return on plan assets were selected for Chesapeake Utilities’ and FPU’s plans. Since both pension plans are frozen 
with respect to additional years of service and compensation, the rate of assumed compensation increases is not applicable.

The health care inflation rate for 2017 used to calculate the benefit obligation is 5.0 percent for medical and 6.0 percent for 
prescription drugs for the Chesapeake Postretirement Plan; and 5.0 percent for both medical and prescription drugs for the FPU 
Medical Plan. A one-percentage point increase in the health care inflation rate from the assumed rate would increase the accumulated 
postretirement benefit obligation by approximately $277,000 as of December 31,2017, and would increase the aggregate of the 
service cost and interest cost components of the net periodic postretirement benefit cost for 2017 by approximately $11,000. A 
one-percentage point decrease in the health care inflation rate from the assumed rate would decrease the accumulated postretirement 
benefit obligation by approximately $215,000 as of December 31,2017, and would decrease the aggregate of the service cost and 
interest cost components of the net periodic postretirement benefit cost for 2017 by approximately $8,000.

Estimated Future Benefit Payments
In 2018, we expect to contribute $359,000 and $1.5 million to the Chesapeake Pension Plan and FPU Pension Plan, respectively, 
and$151,000 to the Chesapeake SERP. We also expect to contribute $97,000 and $88,000 to the Chesapeake Postretirement Plan 
and FPU Medical Plan, respectively, in 2017. The schedule below shows the estimated future benefit payments for each of the 
plans previously described:

Chesapeak^^ension FPU Pe^^ion Chesape^e 
SERP''

Chesapeake
Postretir^ent

FPU
Medjg,.

(1)

(2)
The pension plan is funded; therefore, benefit payments are expected to be paid out of the plan assets. 
Benefit payments are expected to be paid out of our general funds.

(in thousands)
2018 .......... $ ' ........“687 3,078 '$ 151 $ 97 .$ 88
2019 $ 490 $ 3,207 $ 150 $ 96 $ 94
2020 $ 675 $ 3,304 $ 149 $ 85 $ :■ 87
2021 $ 779 $ 3,362 $ 385 $ 82 s 91
2022 - $ • 592- S - 3,536

$-■

- 146 ^ : 81 $ 93
Years 2023 through 2027 $ 5,278 $ 18,608 $ 738 $ 290 $ 404

Retirement Savings Plan
For the years ended December 31, 2017,2016 and 2015, we sponsored a 401 (k) Retirement Savings Plan. This plan is offered to 
all eligible employees who have completed three months of service. We match 100 percent of eligible participants’ pre-tax 
contributions to the Retirement Savings Plan up to a maximum of six percent of eligible compensation. The employer matching 
contribution is made in cash and is invested based on a participant’s investment directions. In addition, we may make a discretionary 
supplemental contribution to participants in the plan, without regard to whether or not they make pre-tax contributions. Any 
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supplemental employer contribution is generally made in our common stock. With respect to the employer match and supplemental 
employer contribution, employees are 100 percent vested after two years of service or upon reaching 55 years of age while still 
employed by us. New employees who do not make an election to contribute and do not opt out of the Retirement Savings Plan 
will be automatically enrolled at a deferral rate of three percent, and the automatic deferral rate will increase by one percent per 
year up to a maximum of six percent. In 2018, the maximum automatic deferral rate will be increased to ten percent. All contributions 
and matched funds can be invested among the mutual funds available for investment.

Employer contributions to our Retirement Savings Plan totaled $5.0 million, $4.5 million, and $4.1 million for the years ended 
December 31, 2017, 2016 and 2015, respectively. As of December31, 2017, there were 831,183 shares of our common stock 
reserved to fund future contributions to the Retirement Savings Plan.

Non-Qualified Deferred Compensation Plan

Members of our Board of Directors, and executive officers designated by the Compensation Committee, are eligible to participate 
in the Non-Qualified Deferred Compensation Plan. Directors can elect to defer any portion of their cash or stock compensation 
and executive officers can defer up to 80 percent of their base compensation, cash bonuses or any amount of their stock bonuses 
(net of required withholdings). Executive officers may receive a matching contribution on their cash compensation deferrals up 
to six percent of their compensation, provided it does not duplicate a match they receive in the Retirement Savings Plan. Stock 
bonuses are not eligible for matching contributions. Participants are able to elect the payment of benefits to begin on a specified 
future date or upon separation from service. Additionally, participants can elect to receive payments upon the earlier of a fixed 
date or separation from service or they can elect to receive payment upon the later of a fixed date or separation from service. The 
payments can be made in one lump sum or annual installments for up to 15 years.

All obligations arising under the Non-Qualified Deferred Compensation Plan are payable from our general assets, although we 
have established a Rabbi Trust to informally fund the plan. Deferrals of cash compensation may be invested by the participants in 
various mutual funds (the same options that are available in the Retirement Savings Plan). The participants are credited with gains 
or losses on those investments. Deferred stock compensation may not be diversified. The participants are credited with dividends 
on our common stock in the same amount that is received by all other stockholders. Such dividends are reinvested into our common 
stock. Assets held in the Rabbi Trust had a fair value of $6.7 million and $4.9 million at December 31,2017 and 2016, respectively. 
(See Note 9, Investments, for further details). The assets of the Rabbi Trust are at all times subject to the claims of our general 
creditors.

Deferrals of executive base compensation and cash bonuses and directors’ cash retainers are paid in cash. All deferrals of executive 
performance shares, which represent deferred stock units, and directors’ stock retainers are paid in shares of our common stock, 
except that cash is paid in lieu of fractional shares. The value of our stock held in the Rabbi Trust is classified within the stockholders’ 
equity section of the consolidated balance sheets and has been accounted for in a manner similar to treasury stock. The amounts 
recorded under the Non-Qualified Deferred Compensation Plan totaled $3.4 million and $2.4 million at December 31,2017 and 
2016, respectively.
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17. Share-Based Compensation Plans

Our non-employee directors and key employees have been granted share-based awards through our SICP. We record these share- 
based awards as compensation costs over the respective service period for which services are received in exchange for an award 
of equity or equity-based compensation. The compensation cost is based primarily on the fair value of the shares awarded, using 
the estimated fair value of each share on the date it was granted and the number of shares to be issued at the end of the service 
period. We have 509,202 shares of common stock reserved for issuance under the SICP.

The table below presents the amounts included in net income related to share-based compensation expense for the awards granted 
under the SICP for the years ended December 31,2017,2016 and 2015:

For the Year Ended December 31,

(in thousands)
Awards to non-employee directors 
Awards to key employees 
Total compensation expense 
Less: tax benefit
Share-based compensation amounts included in net income

2017 2016 2015

$ 540 $ ■ 580 $ 640
1,950 1,787 1,297

- / - ^^2,490^"; 2,367 ^ 1,937
(1,003) (952) (780)

.. 1,415 .$ 1,157

Stock Options
We did not have any stock options outstanding at December 31,2017 or 2016, nor were any stock options issued during the years 
2015 through 2017.

Non-employee Directors
Shares granted to non-employee directors are issued in advance of these directors’ service periods and are fully vested as of the 
date of the grant. We record a prepaid expense equal to the fair value of the shares issued and amortize the expense equally over 
a service period of one year. In May 2017, each of our non-employee directors received an annual retainer of835 shares of common 
stock under the SICP for board service through the 2018 Annual Meeting of Stockholders. A summary of stock activity for our 
non-employee directors for the years ended December 31,2017 and 2016 is presented below:

Number of 
Shares

Weighted Average 
Grant Date Fair Value

Outstanding — December 31,20 i 5,
■ 'i.-r, -' • V

Granted 8,577 $ 62.90
Vested ■■ -1:8,577) $ ; 1 62.90
Outstanding — December 31,2016 — $ —
Granted 7,515 $ : 71.80
Vested (7,515) $ 71.80
Outstanding — December 31,2017 — $ —

The weighted average grant date fair value of shares granted to our non-employee directors during 2017, 2016 and 2015 was 
$71.80, $62.90 and $45.54 per share, respectively. The intrinsic values of the shares granted to our non-employee directors are 
equal to the fair value of these awards on the date of grant. At December 31,2017, there was $ 179,000 of unrecognized compensation 
expense related to these awards. This expense will be fully recognized by April 2018, which approximates the expected remaining 
service period of those directors.

Key Employees
Our Compensation Committee is authorized to grant our key employees the right to receive awards of shares of our common stock, 
contingent upon the achievement of established performance goals. These awards are subject to certain post-vesting transfer 
restrictions.

We currently have outstanding several multi-year performance plans, which are based upon the successful achievement of long
term goals, growth and financial results which comprise both market-based and performance-based conditions or targets. The fair 
value of each share of stock, tied to a performance-based condition or target, is equal to the market price of our common stock on
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the date of the grant. For the market-based conditions, we used the Black-Scholes pricing model to estimate the fair value of each 
share of market-based award granted.

The table below presents the summary of the stock activity for awards to key employees:

Number of 
Shares

Weighted Average 
Fair Value

Outstanding — December 31,2015 110,398 $ 38.34
Granted 46,571 $ 67.90
Vested (39,553) $ 31.79
Expired (2,325) $ 42.25

Outstanding — December 31,2016 115,091 $ 51.83
Granted 52,355 $ 63.42
Vested (32,926) $ 38.88
Expired (1,878) $ 39.97

Outstanding — December 31,2017 132,642 $ 53.00

In 2017,2016 and 2015, we withheld shares with a value at least equivalent to the employees’ minimum statutory obligation for 
the applicable income and other employment taxes, and remitted the cash to the appropriate taxing authorities with the executives 
electing to receive the net shares. The total number of shares withheld of 10,269, 12,031 and 12,620 for 2017, 2016 and 2015, 
respectively, were based on the closing price of the shares on their award date. Total payments for the employees’ tax obligations 
to the taxing authorities were approximately $692,000, $770,000 and $592,000, in 2017, 2016 and 2015, respectively. The tax 
benefits associated with these obligations for 2017, 2016 and 2015 are $349,000, $285,000, and $297,000, respectively. The tax 
benefit for 2015 was recorded in additional paid-in capital in the consolidated statements of stockholders' equity. The tax benefit 
for 2017 and 2016 was included in the statements of income due to the adoption of new accounting guidance.

The weighted average grant-date fair value of shares granted to key employees during 2017,2016 and 2015 was $63.42, $67.90 
and $47.65 per share, respectively. The intrinsic value of these awards was $10.4 million, $7.7 million and $6.3 million in 2017, 
2016 and 2015, respectively. At December 31, 2017, there was $2.3 million of unrecognized compensation cost related to these 
awards, which is expected to be recognized during 2018 through 2019.
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18. Rates and Other Regulatory Activities

Our natural gas and electric distribution operations in Delaware, Maryland and Florida are subject to regulation by their respective 
PSC; Eastern Shore, our natural gas transmission subsidiary, is subject to regulation by the FERC; and Peninsula Pipeline, our 
intrastate pipeline subsidiary, is subject to regulation by the Florida PSC. Chesapeake Utilities’ Florida Division and FPU’s natural 
gas and electric distribution operations continue to be subject to regulation by the Florida PSC as separate entities.

Delaware
Rate Case Filing: In December 2015, our Delaware Division filed an application with the Delaware PSC for abase rate increase 
and certain other changes to its tariff. The Delaware Division, Delaware PSC Staff, the Division of the Public Advocate and other 
interveners met and reached a settlement agreement in November 2016. The terms of the settlement agreement included an annual 
increase of approximately $2.3 million in base rates. The order became final in December 2016, and the new rates became effective 
January 1,2017. Amounts collected through interim rates in excess of the respective portion of the $2.3 million increase through 
December 31,2016 were accrued as of that date. In January 2017, we filed our proposed refund plan with the Delaware PSC and 
subsequently issued refunds to customers in March 2017.

Effect of the TCJA on rate peters: As result of the enactment of the TCJA, the Delaware PSC issued an order requiring all rate- 
regulated utilities to file estimates of their determination of the impact of the TCJA on their cost of service for the most recent test 
year available (including new rate schedules). The order also requires utilities to propose procedures for changing rates to reflect 
those impacts on or before March 31,2018. Our Delaware Division is assessing the impact of the TCJA and will file the requisite 
reports with the Delaware PSC. If, after reviewing the required filing, the Delaware PSC determines to reduce our rates, it will 
open a new docket and establish a procedural schedule for conducting an evidentiary hearing regarding the impacts of the TCJA 
on our operations and existing rates. We believe that the ultimate resolution of this matter will not have a material impact on our 
financial position or results of operations.

In addition, the Division of the Public Advocate filed a Motion to direct regulated public utilities to accrue regulatory liabilities, 
starting February 1,2018, to reflect the Delaware jurisdictional revenue requirement impacts of the changes in the federal corporate 
income tax rate effected by the TCJA. On February 1, 2018, the PSC issued an order requiring Delaware rate-regulated public 
utilities to accrue regulatory liabilities reflecting the jurisdictional revenue requirement impacts of the changes in the federal 
corporate income tax laws.

Maryland Division and Sandpiper
Effect of the TCJA on rate payers: The Maryland PSC issued an order requiring all Maryland public utilities whose rates are 
explicitly grossed-up for income taxes to track the impacts of the TCJA beginning January 1, 2018. The order required utilities 
to; (a) apply regulatory accounting treatment, which includes the use of regulatory assets and liabilities for all impacts of the TCJA;
(b) file, on or before February 15, 2018, an explanation of the expected effects of the TCJA on their expenses and revenues; and
(c) explain when and how they expect to pass on to their customers the net results of those effects. Our Maryland division and 
Sandpiper prepared filings that included preliminary estimates of the annual impact of the change in the statutory federal income 
tax rate from 35 percent to 21 percent and also requested that the Maryland PSC grant us additional time to finalize our calculations. 
We will be recommending appropriate treatment and/or amortization periods for the regulatory liabilities created fi'om the deferred 
tax revaluation.

Florida
Cost Recovery for the Electric Interconnect Project: In September 2015, FPU’s electric division filed to recover the cost of the 
proposed FPL interconnect project through FPU's annual Fuel and Purchased Power Cost Recovery Clause filing. The interconnect 
project would enable FPU's electric division to negotiate a new power purchase agreement to mitigate fuel costs for its Northeast 
division. FPU's proposal was approved by the Florida PSC at its Agenda Conference held in December 2015. In January 2016, 
however, the Office of Public Counsel filed an appeal of the Florida PSC's decision with the Florida Supreme Court. The Florida 
Supreme Court reversed the Florida PSC decision in March 2017, after consideration of the parties' legal briefs and oral arguments. 
As a result, FPU excluded the recovery of these costs from its 2018 Fuel and Purchased Power Cost Recovery Clause and included 
the costs for recovery in the limited proceeding filing described below.

Surcharge Associated with Modernization of Electric Distribution System Project: In February 2017, FPU’s electric division filed 
a petition with the Florida PSC requesting a temporary surcharge mechanism to recover costs and generate an appropriate return 
on investment associated with an essential reliability and modernization project for its electric distribution system. FPU requested 
approval to invest approximately $59.8 million, over a five-year period, associated with the modernization project. In February 
2017, the Office of Public Counsel intervened in this petition. The Florida PSC requested that FPU file a limited proceeding to 
include these investments in base rates instead of seeking approval of a temporary surcharge. In April 2017, FPU voluntarily 
withdrew its petition and subsequently filed the limited proceeding described in the next paragraph.
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Electric Limited Proceeding: In July 2017, FPU’s electric division filed a petition with the Florida PSC, requesting approval to 
include $15.2 million of certain capital project expenditures in its rate base and to adjust its base rates accordingly. These 
expenditures are designed to improve the stability and safety of the electric system while enhancing the capability of FPU’s grid. 
Included in the $15.2 million is the interconnection project with FPL, which enables FPU to mitigate fuel costs for its electric 
customers. In December 2017, the Florida PSC approved this petition with an effective date of January 1,2018. The settlement 
agreement prescribes the methodology for adjusting the new rates based on the lower federal income tax rate and the process and 
methodology regarding the refund of deferred income taxes, reclassified as a regulatoiy liability, as a result of the TCJA.

Northwest Florida Expansion Project: Peninsula Pipeline and our Florida Division are constructing a pipeline in Escambia County, 
Florida, that will interconnect with FGTs pipeline. The project consists of 33 miles of 12-inch transmission line from the FGT 
interconnect that will be operated by Peninsula Pipeline and eight miles of 8-inch lateral distribution line that will be operated by 
Chesapeake Utilities' Florida Division. We have entered into agreements to serve two large customers and are marketing to other 
customers located close to the facilities.

New Smyrna Beach, Florida Project: In 2017, Peninsula Pipeline constructed a pipeline in Volusia County, Florida, that 
interconnects with FGTs pipeline. The project, which was placed into service in the fourth quarter of 2017, consists of 14 miles 
of transmission line from the FGT interconnect operated by Peninsula Pipeline and serves FPU's natural gas distribution system.

(Palm Beach County) Belvedere, Florida Project
Peninsula Pipeline is constructing a pipeline in Palm Beach County, Florida that will interconnect with FGTs pipeline. The project 
consists of approximately two miles of transmission pipe that will bring gas directly to FPU’s distribution system in West Palm 
Beach. This interconnection, which will be operated by Peninsula Pipeline, will bring gas directly to FPU’s distribution system 
in the vicinity of Belvedere Road and Sonsbury Way in West Palm Beach, Florida. This expansion is expected to be placed into 
service by the end of the third quarter of 2018.

Effect of the TCJA on rate payers: The Office of Public Counsel filed a petition requesting the Florida PSC to establish a general 
docket to investigate and adjust rates for all investor-owned utilities related to the passage of the TCJA. The Florida PSC issued 
a Memorandum with a recommendation that, if utilities do not agree to a January 1, 2018 effective date, then the effective date 
should be February 6,2018. On January 30,2018, the Florida PSC scheduled informal meetings between its staff and interested 
persons to discuss the impact of TCJA. Meetings to discuss the impact of the TCJA for natural gas utilities, electric utilities and 
water and wastewater utilities have been scheduled individually in mid-February 2018. In the case of our FPU electric division, 
an order was issued in December regarding the limited proceeding, which prescribes the applicability, timing and treatment of the 
implications of tax reform. We believe that the ultimate resolution of this matter will not have a material impact on our financial 
position or results of operations.

Eastern Shore

White Oak Mainline Expansion Project: In July 2016, Eastern Shore received FERC authorization to construct, own and operate 
certain expansion facilities designed to provide 45,000 Dts/d of firm transportation service to an electric power generator in Kent 
County, Delaware. Eastern Shore constructed approximately 5.4 miles of 16-inch diameter pipeline looping in Chester County, 
Pennsylvania and increased compression capability at Eastern Shore’s existing Delaware City compressor station in New Castle 
County, Delaware. At the end of March 2017, the entire project was placed into service. The total cost to complete the project was 
approximately $42.0 million.

System Reliability Project: In September 2016, the FERC approved Eastern Shore's application to construct, own and operate 
approximately 10.1 miles of 16-inch pipeline looping and auxiliary facilities in New Castle and Kent Counties, Delaware, and a 
new compressor at its existing Bridgeville compressor station in Sussex County, Delaware. Eastern Shore further proposed to 
reinforce critical points on its pipeline system. Previously, in July 2016, the FERC granted Eastern Shore’s pre-determination of 
rolled-in rate treatment absent any significant change in circumstances. As of June 2017, the entire project was placed into service. 
The total cost to complete the project was approximately $38.0 million. We began to recover the project's costs in August 2017, 
coinciding with the proposed effectiveness of new rates, subject to refund, pending final resolution of the base rate case described 
below.

2017 Expansion Project: In May 2016, FERC approved Eastern Shore's request to initiate the pre-filing review process for its 
2017 Expansion Project. The 2017 Expansion Project's facilities include approximately 23 miles of pipeline looping in 
Pennsylvania, Maryland and Delaware; upgrades to existing metering facilities in Lancaster County, Pennsylvania; installation of 
an additional compressor unit at Eastern Shore’s existing Daleville compressor station in Chester County, Pennsylvania; and 
approximately 17 miles of new mainline extension and two pressure control stations in Sussex County, Delaware. Eastern Shore 
entered into precedent agreements with seven existing customers, including three affiliates of Chesapeake Utilities, for a total of 
61,162 Dts/d of additional firm natural gas transportation service on Eastern Shore’s pipeline system with an additional 52,500 
Dts/d of firm transportation service at certain Eastern Shore receipt facilities.
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In December 2016, Eastern Shore submitted an application for a CP authorizing construction of the expansion facilities, which 
the FERC issued in October 2017. The estimated cost of the 2017 Expansion Project is approximately $ 117.0 million. In December 
2017, the TETLP interconnect was placed into service, as requested. The remaining segments of the Expansion Project are expected 
to be placed into service in various phases over the second through fourth quarters of 2018.

2017 Rate Case Filing: In January 2017, Eastern Shore filed a base rate proceeding with the FERC, as required by the terms of 
its 2012 rate case settlement agreement. Eastern Shore's proposed rates were based on the mainline cost of service of approximately 
$60.0 million, resulting in an overall requested revenue increase of approximately $18.9 million and a requested rate of return on 
common equity of 13.75 percent. In March 2017, the FERC issued an order suspending the tariff rates for the usual five-month 
period.

On August 1, 2017, Eastern Shore implemented new rates, subject to refund based upon the outcome of the rate proceeding. 
Eastern Shore recorded incremental revenue of approximately $3.7 million for the year ended December 31,2017, and established 
a regulatory liability to reserve a portion of the total incremental revenues generated by the new rates until the rate case settlement 
is approved by the FERC and customers receive refunds according to the terms of the settlement agreement. Eastern Shore filed 
an uncontested settlement agreement and a motion to place interim settlement rates into effect on January 1,2018. In December 
2017, FERC issued an order approving the implementation of interim settlement rates. Not considering the effects of the TCJA, 
base rates will increase, on an annual basis, by approximately $9.8 million. On February 28,2018, FERC approved the settlement 
agreement by a letter order. The order will be deemed final upon the expiration of the right to rehearing on March 30, 2018. 
Eastern Shore will recover the costs ofits 2016 System Reliability Project (placed into service in 2017), alongthe cost of investments 
and expenses associated with various expansion, reliability and safety initiatives.
Effect of the TCJA on rate peters: As set forth in the settlement agreement filed with the FERC in the rate case. Eastern Shore 
agreed to make a filing to reflect the change in the federal corporate income tax rate. Any excess accumulated deferred income 
tax balances would flow back to customers over the period determined in the next rate case, absent any transition rule included 
in the TCJA or other statutes or rules that would govern the flow-back period. We believe that the ultimate resolution of this matter 
will not have a material impact on our financial position or results of operations.
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At DecemberSl, 2017 and 2016, our regulated utility operations had recorded the following regulatory assets and liabilities 
included in our consolidated balance sheets. These assets and liabilities will be recognized as revenues and expenses in future 
periods as they are reflected in customers’ rates.

As of December 31,

(in thousands)
Regulatory Assets
Under-recovered purchased fuel and conservation cost recovery
Under-recovered GRIP revenue
Deferred postretirement benefits
Deferred conversion and development costs
Environmental regulatory assets and expenditures
Acquisition adjustment
Loss on reacquired debt
Other
Total Regulatory Assets

Regulatory Liabilities
Self-insurance
Over-recovered purchased fuel and conservation cost recovery
Under-recovered GRIP revenue
Storm reserve
Accrued asset removal cost
Deferred income taxes due to rate change
Other
Total Regulatory Liabilities

2017 2016

$ 9,869 $ 5,703
164 1,469

15,498 18,379
11,735 8,051
3,222 3,694

39,992 41,864
1,031 1,145
4,994 4,192

$ 86,505 $ 84,497

$ 1,013 $ 987
2,048 808
2,245 —

669 2,310
40,948 39,826
98,492 —

2,048 424
s 147,463 $ 44,355

We are allowed to recover the asset or are required to pay the liability in rates. We do not earn an overall rate of return on these assets.
The Florida PSC allowed us to recover through a surcharge, capital and other program-related-costs, inclusive of an appropriate return on investment, 
associated with accelerating the replacement of qualifying distribution mains and services (defined as any material other than coated steel or plastic) 
in FPU’s natural gas distribution, Fort Meade and Chesapeake Utilities’ Florida Division. We are allowed to recover the asset or are required to pay 
the liability in rates related to GRIP.
The Florida PSC allowed FPU to treat as a regulatory asset the portion of the unrecognized costs pursuant to ASC Topic 715, Compensation - Retirement 
Benefits, related to its regulated operations. See Note 16, Employee Benefit Plans, for additional information.
All of our environmental expenditures incurred to date and our current estimate of future environmental expenditures have been approved by various 
PSCs for recovery. See Note 19, Environmental Commitments and Contingencies, for additional information on our environmental contingencies.
We are allowed to include the premiums paid in various natural gas utility acquisitions in Florida in our rate bases and recover them over a specific 
time period pursuant to the Florida PSC approvals. Included in these amounts are $1.3 million of the premium paid by FPU, $34.2 million of the 
premium paid by us in 2009, including the gross up of the amount for income tax, because it is not tax deductible, and $746,000 of the premium paid 
by FPU in 2010.
Gains and losses resulting from the reacquisition of long-term debt are amortized over future periods as adjustments to interest expense in accordance 
with established regulatory practice.
We have self-insurance and storm reserves in our Florida regulated energy operations that allow us to collect through rates amounts to be used against 
general claims, storm restoration costs and other losses as they are incurred.
See Note I, Summary of Significant Accounting Policies, for additional information on our asset removal cost policies.

We recorded a regulatory liability for our regulated businesses related to the revaluation of accumulated deferred tax assets/liabilities as a result of the 
TCJA. Based upon the regulatory proceedings, we will pass back the respective portion of the excess accumulated deferred taxes to rate payers. See 
Note 11, Income Taxes, for additional information.

19. Environmental Commitments and Contingencies

We are subject to federal, state and local laws and regulations governing environmental quality and pollution control. These laws 
and regulations require us to remove or remediate at current and former operating sites the effect on the environment of the disposal 
or release of specified substances.
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MGPSites

We have participated in the investigation, assessment or remediation of, and have exposures at, seven former MGP sites. Those 
sites are located in Salisbury, Maryland, Seaford, Delaware and Winter Haven, Key West, Pensacola, Sanford and West Palm 
Beach, Florida. We have also been in discussions with the MDE regarding another former MGPsite located in Cambridge, Maryland.

As of December 31,2017, we had approximately $9.6 million in environmental liabilities, related to FPU’s MGP sites in Florida, 
which include the Key West, Pensacola, Sanford and West Palm Beach sites. FPU has approval to recover, from insurance and 
from customers through rates, up to $ 14.0 million of its environmental costs related to its MGP sites. Approximately $11.0 million 
has been recovered as of December 31, 2017, leaving approximately $3.0 million in regulatory assets for future recovery of 
environmental costs from FPU’s customers.

Environmental liabilities for our MGP sites are recorded on an undiscounted basis based on the estimate of future costs provided 
by independent consultants. We continue to expect that all costs related to environmental remediation and related activities, 
including any potential future remediation costs for which we do not currently have approval for regulatory recovery, will be 
recoverable from customers through rates. The following is a summary of our remediation status and estimated costs to implement 
clean-up of our key MGP sites;

Jurisdiction MGP Site Status Cost to Clean up
Recovery 

through Rates

Florida West Palm Beach

Remedial actions approved by 
FDEP have been implemented on 
the east parcel of die site. Similar- 
remedial actions expected to be 
implemented on other remaining 
portions.

Between $4.5 million to 
$15.4 million, including 
costs associated with the 
relocation of FPU’s 
operations atthis site, 
which is hecess'ary-to 
implement die remedial 
plan, and any potential 
costs associated with 
future redevelopment of 
the properties.-

Yes
^i,i-

Florida Sanford

In January 2007, FPU and the 
Sanford ^oup signed a Third 
Participation Agreement. FPU's 
share of remediation costs under 
the Third Participation Agreement 
is set at five percent of a 
maximum of $13.0 million, or 
$650,000, which has been paid to 
an escrow account.

The EPA issued a preliminary 
close-out report in December 
2014. Groundwater monitoring 
and statutory five-year reviews to 
ensure performance of the 
approved remedy will continue on 
this site.

FPU’s remaining 
remediation expenses, 
including attorneys' fees 
and costs, are estimated to 
be approximately $24,000.

Yes

Florida Winter Haven : Remediation, is ongoing.:
- ■ .-‘-i ■

Notexpected to, exceed; 
$425,000, whichmcludes - 
costs of implementing; 
institutionalcontrols at-the 
site. -.Vo -

: i

. Yes.i'
'

Delaware Seaford
Proposed plan for implementation 
approved by DNREC in July $273,000 to $465,000. Yes
2017.

Maryland Cambridge Currently in discussions with 
MDE. Unable to estimate.

. . . - , -V; ' !
N/A
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Natural Gas, Electric and Propane Supply
We have entered into contractual commitments to purchase natural gas, electricity and propane from various suppliers. The contracts 
have various expiration dates. In 2017, our Delmarva Peninsula natural gas distribution operations entered into asset management 
agreements with PESCO to manage a portion of theirnatural gas transportation and storage capacity. The agreements were effect! ve 
as of April 1,2017, and each has a three-year term, expiring on March 31,2020. Previously, the Delaware PSC approved PESCO 
to serve as an asset manager with respect to our Delaware Division.
In May 2013, Sandpiper entered into a capacity, supply and operating agreement with EGWIC to purchase propane over a six - 
year term ending in May 2019. Sandpiper’s current annual commitment is estimated at approximately 2.7 million gallons. Sandpiper 
has the option to enter into either a fixed per-gallon price for some or all of the propane purchases or a market-based price utilizing 
one of two local propane pricing indices.
Also in May 2013, Sharp entered into a separate supply and operating agreement with EGWIC. Under this agreement. Sharp has 
a commitment to supply propane to EGWIC over a six-year term ending in May 2019. Sharp's current annua! commitment is 
estimated at approximately 2.7 million gallons. The agreement between Sharp and EGWIC is separate from the agreement between 
Sandpiper and EGWIC, and neither agreement permits the parties to set off the rights and obligations specified in one agreement 
against those specified in the other agreement.
Chesapeake Utilities’ Florida Division has firm transportation service contracts with FGT and Gulfstream. Pursuant to a capacity 
release program approved by the Florida PSC, all of the capacity under these agreements has been released to various third parties, 
including PESCO. Under the terms of these capacity release agreements, Chesapeake Utilities is contingently liable to FGT and 
Gulfstream should any party that acquired the capacity through release fail to pay the capacity charge.

FPU’s electric fuel supply contracts require FPU to maintain an acceptable standard of creditworthiness based on specific financial 
ratios. FPU’s agreement with FPL requires FPU to meet or exceed a debt service coverage ratio of 1.25 times based on the results 
of the prior 12 months. If this ratio is not met by FPU, it must provide an irrevocable letter ofcredit or pay all amoimts outstanding 
under the agreement within five business days. FPU’s electric fuel supply agreement with Gulf Power requires FPU to meet the 
following ratios based on the average of the prior six quarters: (a) funds from operations interest coverage ratio (minimum of 2 
times), and (b) total debt to total capital (maximum of 65 percent). If FPU fails to meet the requirements, it has to provide the 
supplier a written explanation of actions taken, or proposed to be taken, to become compliant. Failure to comply with the ratios 
specified in the Gulf Power agreement could also result in FPU having to provide an irrevocable letter of credit. As of December 31, 
2017, FPU was in compliance with all of the requirements of its fuel supply contracts.

Eight Flags provides electricity and steam generation services through its CHP plant located on Amelia Island, Florida. In June 
2016, Eight Flags began selling power generated from the CHP plant to FPU pursuant to a 20-year power purchase agreement for 
distribution to its retail electric customers. In July 2016, Eight Flags also started selling steam, pursuant to a separate 20-year 
contract, to Rayonier, the land owner on which the CHP plant is located. The CHP plant is powered by natural gas transported by 
FPU through its distribution system and Peninsula Pipeline through its intrastate pipeline.

The total purchase obligations for natural gas, electric and propane supplies are approximately $152.9 million for 2018, $122.8 
million for 2019-2020, $44.6 million for 2021-2022 and $149.6 million thereafter.

Corporate Guarantees
The Board of Directors has authorized the Company to issue corporate guarantees securing obligations of our subsidiaries and to 
obtain letters of credit securing our subsidiaries' obligations. The maximum authorized liability under such guarantees and letters 
of credit was $95.0 million.

We have issued corporate guarantees to certain vendors of our subsidiaries, primarily PESCO. These corporate guarantees provide 
for the payment of natural gas purchases in the event that PESCO defaults. PESCO has never defaulted on its obligations to pay 
its suppliers. The liabilities for these purchases are recorded when incurred. The aggregate amount guaranteed at December 31, 
2017 was $72.0 million, with the guarantees expiring on various dates through December 2018.

Chesapeake Utilities also guarantees the payment of FPU’s first mortgage bonds. The maximum exposure under this guarantee is 
the outstanding principal plus accrued interest balances. The outstanding principal balances of FPU’s first mortgage bonds 
approximate their canying values (see Note 12, Long-Term Debt, for further details).

As of December 31,2017, we have issued letters of credit totaling approximately $5.0 million related to the electric transmission 
services for FPU's electric division, the firm transportation service agreement between TETLP and our Delaware and Maryland
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divisions, the payment of natural gas purchases for PESCO, and to our current and previous primary insurance carriers. These 
letters of credit have various expiration dates through December 2018. There have been no draws on these letters of credit as of 
December 31, 2017. We do not anticipate that the letters of credit will be drawn upon by the counterparties, and we expect that 
the letters of credit will be renewed to the extent necessary in the future.

21. Quarterly Financial Data (Unaudited)

In our opinion, the quarterly financial information shown below includes all adjustments necessary for a fair presentation of the 
operations for such periods. Due to the seasonal nature of our business, there are substantial variations in operations reported on 
a quarterly basis.

For the Quarters Ended
March 31 June 30 September 30 December 31

(in thousands except per share amounts)
2017
Operating Revenues 185,160 .$ 125,084 126,936 7: ; 180,403
Operating Income $ 34,676 $ 13,666 $ 14,239 $ 23,263
Net Income

.
19,144 6,046 . s.- 6,833 .s 26,101

Earnings per share:
Basic 1.17 S- 0.37 $: 0.42

,
1.60

Diluted $ 1.17 $ 0.37 $ 0.42 $ 1.59

2016
Operating Revenues .146,296

■$

102,342 s; 108,348
$■ i H\,S74

Operating Income $ 36,380 $ 15,742 $ 10,156 $ 21,819
Net Income 20,367 $ =■ 8,029 ; 4,416 .$... : 11,863
Earnings per share:

Basic .VL33' $ ^ 0.52 $ 0.29 $ 0.73
Diluted $ 1.33 $ 0.52 $ 0.29 $ 0.73

The sum of the four quarters does not equal the total year due to rounding.
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Item 9. Changes In and Disagreements With Accountants on Accounting and Financial Disclosure.

None.

Item 9A. Controls and Procedures.

EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

Our Chief Executive Officer and Chief Financial Officer, with the participation of other Company officials, have evaluated our 
“disclosure controls and procedures” (as such term is defined under Rule 13a-15(e) and 15d-15(e) promulgated under the Securities 
Exchange Act of 1934, as amended) as of December 31,2017. Based upon their evaluation, our Chief Executive Officer and Chief 
Financial Officer concluded that our disclosure controls and procedures were effective as of December 31,2017.

CHANGE IN INTERNAL CONTROLS

There has been no change in internal control over financial reporting (as such term is defined in Exchange Act Rule 13a-15(f)) 
that occurred during the quarter ended December 31,2017, that materially affected, or is reasonably likely to materially affect, 
internal control over financial reporting.

CEO AND CFO CERTIFICATIONS

Our Chief Executive Officer and Chief Financial Officer have filed with the SEC the certifications required by Section 302 of the 
Sarbanes-Oxley Act of2002 as Exhibits 31.1 and 31.2 to our Annual Report on Form 10-K for the fiscal year ended December 31, 
2017. In addition, on June 1, 2017, our Chief Executive Officer certified to the NYSE that he was not aware of any violation by 
us of the NYSE corporate governance listing standards.

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is 
defined in Rule 13a-15(f) of the Exchange Act. A company’s internal control over financial reporting is a process designed to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with GAAP. A company’s internal control over financial reporting includes those policies and procedures 
that: (i) pertain to the maintenance of records which in reasonable detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit 
preparation of financial statements in accordance with GAAP and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable assurance 
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have 
a material effect on the financial statements.

Under the supervision and with the participation of management, including the principal executive officer and principal financial 
officer. Our management conducted an evaluation of the effectiveness of its internal control over financial reporting based on the 
criteria established in an updated report entitled “Internal Control—Integrated Framework,” issued in May 2013 by the Committee 
of Sponsoring Organizations of the Treadway Commission. Because of its inherent limitations, internal control over financial 
reporting may not prevent or delect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject 
to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies 
or procedures may deteriorate.

Our management has evaluated and concluded that our internal control over financial reporting was effective as of December 31, 
2017.

Our independent auditors. Baker Tilly Virchow Krause, LLP, have audited the effectiveness of our internal control over financial 
reporting as of December 31, 2017, as stated in their report which appears under Part II, Item 8. Financial Statements and 
Supplementary Data.
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Item 9B. Other Information.
Effective Februaiy 27,2018, we entered into the Amendment to the Rights Agreement. The Amendment accelerates the expiration 
of the Rights from 5;00 RM., New York City time, on August 20,2019, to 5:00 RM., New York City time, on February 27,2018, 
and has the effect of terminating the Rights Agreement on that date. At the time of the termination of the Rights Agreement, all 
of the Ri^ts distributed to holders of our common stock pursuant to the Rights Agreement will expire by their respective terms. 
Accordingly, the Rights Agreement is of no further force and effect.

In connection with the expiration of the Rights Agreement described above, our Board of Directors approved the filing of a 
Certificate of Elimination (the “Certificate of Elimination”) to eliminate from our Amended and Restated Certificate of 
Incorporation, as amended, the Certificate of Voting Powers, Designation, Preferences and Relative Participating Common Optional 
and Other Special Rights and Qualifications, Limitations, or Restrictions of Series A Participating Cumulative Preferred Stock 
(the “Certificate of Designation”) with the Secretary of State for the State of Delaware on February 28, 2018.

The foregoing are summaries of the terms of the Amendment and the Certificate of Elimination. These summaries do not purport 
to be complete and are qualified in their entirety by reference to the Amendment and the Certificate of Elimination, copies of 
which are attached as Exhibits 4.13 and 3.6, respectively, and are incorporated herein by reference.

Part III

ITEM 10. Directors, Executive Officers of the Registrant and Corporate Governance.

We have adopted a Code of Ethics that applies to our principal executive officer, president, principal financial officer, principal 
accounting officer or controller, and persons performing similar functions, which is a “code of ethics” as defined by applicable 
rules of the SEC. This Code of Ethics is publicly available on our website at http://www.chpk.com/wp-content/uploads/ 
Code_of_Ethics.pdf If we make any amendments to this code other than technical, administrative or other non-substantive 
amendments, or grant any waivers, including implicit waivers, from a provision of this code to our principal executive officer, 
president, principal financial officer, principal accounting officer or controller, we intend to disclose the nature of the amendment 
or waiver, its effective date and to whom it applies by posting such information on our website at the address and location 
specified above.

The remaining information required by this Item is incorporated herein by reference to the sections of our Proxy Statement 
captioned “Election of Directors (Proposal 1),” “Overview,” “Corporate Governance,” “Board of Directors and its Committees” 
and “Section 16(a) Beneficial Ownership Reporting Compliance.”

ITEM 11. Executive Compensation.

The information required by this Item is incorporated herein by reference to the sections of our Proxy Statement captioned “Director 
Compensation,” “Executive Compensation” and “Compensation Discussion and Analysis” in the Proxy Statement.

ITEM 12. Security Ownership of Certain Beneficul Owners and Management and Related Stockholder 
Matters.

The information required by this Item is incorporated herein by reference to the section of our Proxy Statement captioned “Security 
Ownership of Certain Beneficial Owners and Management.”

ITEM 13. Certain Relationships and Related Transactions, and Director Independence.

The information required by this Item is incorporated herein by reference to the section of our Proxy Statement captioned “Corporate 
Governance.”

ITEM 14. Principal accounting Fees and Services.
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The information required by this Item is incorporated herein by reference to the portion of the Proxy Statement captioned “Fees 
and Services of Independent Registered Public Accounting Firm."

Part IV

Item 15. exhibits, Financial Statement Schedules.

The following documents are filed as part of this report:

(a)( 1) All of the financial statements, reports and notes to the financial statements included in Item 8 of Part II of this 
Annual Report on Form lO-K.

(a)(2) Schedule II—Valuation and Qualifying Accounts.

(a)(3) The Exhibits below.

Exhibit 1.1

Exhibit 3.1

Exhibit 3.2

Exhibit 3.3

Exhibit 3.4

Exhibit 3.5

Exhibit 3.6

Exhibit 4.1

Exhibit 4.2

Exhibit 4.3

Underwriting Agreement entered into by Chesapeake Utilities Corporation and Wells Fargo 
Securities, LLC, RBC Capital Markets, LLC, Janney Montgomery Scott LLC., Robert W. 
Baird & Co., Incorporated, J.J.B. Hilliard, W.L. Lyons, LLC, Ladenburg Thalmann & Co. 
Inc., U.S. Capital Advisors LLC and BB&T Securities, LLC on September 22,2016, relating 
to the sale and issuance of 835,207 shares of the Company’s common stock, is incorporated 
herein by reference to Exhibit 1.1 of the Company’s current report on Form 8-K, filed on 
September 28, 2016, File No. 001-11590.

Amended and Restated Certificate of Incorporation of Chesapeake Utilities Corporation is 
incorporated herein by reference to Exhibit 3.1 of our Quarterly Report on Form 10-Q for 
the period ended June 30,2010, File No. 001-11590.

Amended and Restated Bylaws of Chesapeake Utilities Corporation, effective December 4, 
2012, are incorporated herein by reference to Exhibit 3 of our Current Report on Form 8-K, 
filed December 7,2012, File No. 001-11590.

First Amendment to the Amended and Restated Bylaws of Chesapeake Utilities Corporation, 
effective December 3,2014, is incorporated herein by reference to Exhibit 3.3 of our Annual 
Report on Form 10-K for the year ended December 31, 2014.

Second Amendment to the Amended and Restated Bylaws of Chesapeake Utilities 
Corporation, effective November 2,2016, is incorporated herein by reference to Exhibit 3.3 
of our Quarterly Report on Form 10-Q for the quarter ended September 30, 2016, File No. 
001-11590.

Certificate of Amendment to the Amended and Restated Certificate of Incorporation of 
Chesapeake Utilities Corporation, is incorporated herein by reference to Exhibit 3.1 of our 
Current Report on Form 8-K, filed May 9,2017, File No. 001-11590.

Certificate of Elimination of Series A Participating Cumulative Preferred Stock of 
Chesapeake Utilities Corporation is filed herewith.

Note Agreement dated October 31, 2002, between Chesapeake Utilities Corporation, as 
issuer, and Massachusetts Mutual Life Insurance Company, C.M. Life Insurance Company, 
American United Life Insurance Company, Pioneer Mutual Life Insurance Company and 
The State Life Insurance Company, relating to the private placement of Chesapeake Utilities 
Corporation’s 6.64% Senior Notes due 2017, is incorporated herein by reference to Exhibit 
2 of our Current Report on Form 8-K, filed November 6,2002, File No. 001-11590.

Note Agreement dated October 18, 2005, between Chesapeake Utilities Corporation, as 
issuer, and Prudential Investment Management, Inc., relating to the private placement of 
Chesapeake Utilities Corporation’s 5.5% Senior Notes due 2020, is incorporated herein by 
reference to Exhibit 4.1 of our Annual Report on Form 10-K for the year ended December 
31, 2005, File No. 001-11590.

Note Agreement dated October 31,2008, among Chesapeake Utilities Corporation, as issuer. 
General American Life Insurance Company and New England Life Insurance Company, 
relating to the private placement of Chesapeake Utilities Corporation's 5.93% Senior Notes 
due 2023.1
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Exhibit 4.4

Exhibit 4.5

Exhibit 4.6

Exhibit 4.7

Exhibit 4.8

Exhibit 4.9

Exhibit 4.10

Exhibit 4.11

Exhibit 4.12

Exhibit 4.13

Exhibit 10.1*

Exhibit 10.2*

Exhibit 10.3*

Exhibit 10.4*

Exhibit 10.5*

Note Agreement dated June 29, 2010, among Chesapeake Utilities Corporation, as issuer. 
Metropolitan Life Insurance Company and New England Life Insurance Company, relating 
to the private placement of Chesapeake Utilities Corporation’s 5.68% Senior Notes due 2026 
and Chesapeake Utilities Corporation’s 6.43% Senior Notes due 2028.t

Note Agreement dated September 5,2013, among Chesapeake Utilities Corporation, as issuer, 
and certain note holders, relating to the private placement of Chesapeake Utilities 
Corporation’s 3.73% Senior Notes due 2028 and Chesapeake Utilities Corporation’s 3.88% 
Senior Notes due 2029. f

Form of Indenture of Mortgage and Deed of Trust dated September 1,1942, between Florida 
Public Utilities Company and the trustee, for the First Mortgage Bonds, is incorporated herein 
by reference to Exhibit 7-A of Florida Public Utilities Company’s Registration No. 2-6087.

Seventeenth Supplemental Indenture dated April 12, 2011, between Chesapeake Utilities 
Corporation and Florida Public Utilities Company, pursuant to which Chesapeake Utilities 
Corporation guarantees the payment and performance obligations of Florida Public Utilities 
Company under the Indenture, is incorporated herein by reference to Exhibit 4.1 of our 
Quarterly Report on Form 10-Q for the period ended March 31,2011, File No. 001-11590.

Sixteenth Supplemental Indenture dated December 1, 2009, between Chesapeake Utilities 
Corporation and Florida Public Utilities Company, pursuant to which Chesapeake Utilities 
Corporation guaranteed the secured First Mortgage Bonds of Florida Public Utilities 
Company under the Merger Agreement, is incorporated herein by reference to Exhibit 4.9 of 
our Annual Report on Form 10-K for the year ended December 31,2010, File No. 001-11590.

Thirteenth Supplemental Indenture dated June 1, 1992, pursuant to which Florida Public 
Utilities, on May 1, 1992, privately placed $8,000,000 of its 9.08% First Mortgage Bonds, 
is incorporated herein by reference to Exhibit 4 to Florida Public Utilities Company’s 
Quarterly Report on Form 10-Q for the period ended June 30, 1992.

Private Shelf Agreement dated October 8,2015, between Chesapeake Utilities Corporation, 
as issuer, and Prudential Investment Management Inc., relating to the purchase of Chesapeake 
Utilities Corporation unsecured Senior Notes, is incorporated herein by reference to Exhibit 
4.1 of our Quarterly Report on Form 10-Q for the period ended September 30, 2015, File 
No. 001-11590.

Rights Agreement, dated August 20,1999, by and between Registrant and BankBoston, N. A., 
as rights agent, is incorporated by reference to Exhibit 4.1 to the Current Report on Form 8- 
K, filed on August 24, 1999, File No. 001-11590.

First Amendmentto Rights Agreement, dated September 12,2008, by and between Registrant 
and Computershare Trust Company, N.A., as successor rights agent, is incorporated by 
reference to Exhibit 4.1 to the Current Report on Form 8-K, filed on September 12, 2008, 
File No. 001-11590.

Second Amendment to Rights Agreement by and between Chesapeake Utilities Corporation 
and Computershare Trust Company, N.A., dated as of February 27, 2018 is filed herewith.

Chesapeake Utilities Corporation Cash Bonus Incentive Plan, effective Januaty 1, 2015, is 
incorporated herein by reference to our Proxy Statement dated March 31,2015, in connection 
with our Annual Meeting held on May 6,2015, File No. 001-11590.

Chesapeake Utilities Corporation 2013 Stock and Incentive Compensation Plan, effective 
May 2, 2013 is incorporated herein by reference to our Proxy Statement dated March 29, 
2013 in connection with our Annual Meeting held on May 2,2013, File No. 001-11590.

Non-Qualified Deferred Compensation Plan, effective January 1,2014, is incorporated herein 
by reference to Exhibit 10.8 of our Annual Report on Form 10-K for the year ended December 
31,2013, File No. 001-11590.

Executive Employment Agreement dated January 14, 2011, between Chesapeake Utilities 
Corporation and Michael P McMasters, is incorporated herein by reference to Exhibit 10.1 
of our Current Report on Form 8-K, filed January 21,2011, File No. 001-11590.

Amendment to Executive Employment Agreement effective January 1, 2014, between 
Chesapeake Utilities Corporation and Michael P. McMasters, is incorporated herein by 
reference to Exhibit 10.1 of our Current Report on Form 8-K filed January 14, 2014, File 
No. 001-11590.
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• Exhibit 10.6*

• Exhibit 10.7*

• Exhibit 10.8*

• Exhibit 10.9*

Exhibit 10.10*

Exhibit 10.11*

Exhibit 10.12*

Exhibit 10.13*

Exhibit 10.14*

Exhibit 10.15*

Exhibit 10.16

Exhibit 10.17

Exhibit 10.18

Executive Employment Agreement dated January 9, 2013, between Chesapeake Utilities 
Corporation and Stephen C. Thompson, is incorporated herein by reference to Exhibit 10.9 
of our Annual Report on Form 10-K for the year ended December 31, 2012, File No. 
001-11590.

Executive Employment Agreement dated January 9, 2013, between Chesapeake Utilities 
Corporation and Beth W. Cooper, is incorporated herein by reference to Exhibit 10.10 of our 
Annual Report on Form 10-K for the year ended December 31,2012, File No. 001-11590.

Executive Employment Agreement dated January 9, 2013, between Chesapeake Utilities 
Corporation and Elaine B. Bittner, incorporated herein by reference to Exhibit 10.11 of our 
Annual Report on Form 10-K for the year ended December 31, 2012, File No. 001-11590.

Executive Employment Agreement dated January 1, 2015, between Chesapeake Utilities 
Corporation and Jeffry M. Householder, is incorporated herein by reference to Exhibit 10.15 
of our Annual Report on Form 10-K for the year ended December 31, 2014, File No. 
001-11590.

Form of Performance Share Agreement, effective January 7, 2014 for the period 2014 to
2016, pursuant to Chesapeake Utilities Corporation 2013 Stock and Incentive Compensation 
Plan by and between Chesapeake Utilities Corporation and each of Michael P. McMasters, 
Beth W. Cooper, Stephen C. Thompson, Elaine B. Bittner, and Jeffiy M. Householder is 
incorporated herein by reference to Exhibit 10.18 of our Annual Report on Form 10-K for 
the year ended December 31,2013, File No. 001-11590.

Form of Performance Share Agreement, effective January 13, 2015 for the period 2015 to
2017, pursuant to Chesapeake Utilities Corporation 2013 Stock and Incentive Compensation 
Plan by and between Chesapeake Utilities Corporation and each of Michael P. McMasters, 
Beth W. Cooper, Stephen C. Thompson, Elaine B. Bittner and Jeffry M. Householder, is 
incorporated herein by reference to Exhibit 10.19 of our Annual Report on Form 10-K for 
the year ended December 31, 2014, File No. 001-11590.

Form of Performance Share Agreement, dated March 6,2015 for the period 2015 to 2017, 
pursuant to Chesapeake Utilities Corporation 2013 Stock and Incentive Compensation Plan 
by and between Chesapeake Utilities Corporation and James F. Moriarty is incorporated 
herein by reference to Exhibit 10.2 to our Quarterly Report on Form 10-Q for the period 
ended September 30,2015, File No. 001-11590.

Form of Performance Share Agreement, dated January 12,2016 for the period 2016 to 2018, 
pursuant to Chesapeake Utilities Corporation 2013 Stock and Incentive Compensation Plan 
by and between Chesapeake Utilities Corporation and each of Michael P. McMasters, Beth 
W. Cooper, Stephen C. Thompson, Elaine B. Bittner, Jeffiy M. Householder and James F. 
Moriarty, is incorporated herein by reference to Exhibit 10.19 to our Annual Report on Form 
10-K for the period ended December 31, 2015, File No. 001-11590.

Chesapeake Utilities Corporation Supplemental Executive Retirement Plan, as amended and 
restated effective January 1, 2009, is incorporated herein by reference to Exhibit 10.27 of 
our Annual Report on Form 10-K for the year ended December 31,2008, File No. 001 -11590.

First Amendment to the Chesapeake Utilities Corporation Supplemental Executive 
Retirement Plan as amended and restated effective January 1, 2009, is incorporated herein 
byreferenceto Exhibit 10.30 of our Annual Report onForm 10-K fortheyearended December 
31,2010, File No. 001-11590.

Revolving Credit Agreement dated December 29, 2014, between Chesapeake Utilities 
Corporation and Citizens Bank, National Association, as lender, is incorporated herein by 
reference to Exhibit 10.25 of our Annual Report on Form 10-K for the year ended December 
31,2014, File No. 001-11590.

Revolving Credit Agreement dated October 8, 2015, between Chesapeake Utilities 
Corporation and PNC Bank, National Association, Bank of America, N.A., Citizens Bank 
N.A., Royal Bank of Canada and Wells Fargo Bank, National Association as lenders, is 
incorporated herein by reference to Exhibit 10.1 of our Quarterly Report on Form 10-Q for 
the period ended September 30,2015, File No. 001-11590.

First Amendment dated February 25,2016 to the Revolving Credit Agreement dated October 
8, 2015, between Chesapeake Utilities Corporation and PNC Bank, National Association, 
Bank of America, N.A., Citizens Bank N.A., Royal Bank of Canada and Wells Fargo Bank, 
National Association as lenders, is incorporated herein by reference to Exhibit 10-24 of our 
Annual Report on Form 10-K for the year ended December 31,2015, File No. 001-11590.
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Exhibit 10.19

Exhibit 10.20*

Exhibit 10.21*

Exhibit 12 

Exhibit 21 

Exhibit 23.1 

Exhibit 31.1

Exhibit 31.2

Exhibit 32.1

Exhibit 32.2

Promissory Note, contained as an exhibit to the Revolving Credit Agreement dated December 
29,2014, between Chesapeake Utilities Corporation and Citizens Bank, National Association, 
as lender, is incorporated herein by reference to Exhibit 10.26 of our Annual Report on Form 
10-K for the year ended December 31, 2014, File No. 001-11590.

Executive Employment Agreement dated May 10, 2016, between Chesapeake Utilities 
Corporation and James F. Moriarty, is incorporated herein by reference to Exhibit 10.1 of 
our Quarterly Report on Form 10-Q for the year ended June 30, 2016, File No. 001-11590.

Form of Performance Share Agreement, effective February 23,2017 for the period 2017 to 
2019, pursuant to Chesapeake Utilities Corporation 2013 Stock and Incentive Compensation 
Plan by and between Chesapeake Utilities Corporation and each of Michael P. McMasters, 
Beth W. Cooper, Stephen C. Thompson, Elaine B. Bittner, Jeffry M. Householder, and James 
F. Moriarty, is incorporated herein by reference to Exhibit 10.1 of our Quarterly Report on 
Form 10-Q for the year ended June 30,2017, File No. 001-11590.

Computation of Ratio of Earning to Fixed Charges is filed herewith.

Subsidiaries of the Registrant is filed herewith.

Consent of Independent Registered Public Accounting Firm is filed herewith.

Certificate of Chief Executive Officer of Chesapeake Utilities Corporation pursuant to 
Exchange Act Rule 13a-14(a) and 15d - 14(a), is filed herewith.

Certificate of Chief Financial Officer of Chesapeake Utilities Corporation pursuant to 
Exchange Act Rule 13a-14(a) and 15d- 14(a), is filed herewith.

Certificate of Chief Executive Officer of Chesapeake Utilities Corporation pursuant to 18 
U.S.C. Section 1350, is filed herewith.

Certificate of Chief Financial Officer of Chesapeake Utilities Corporation pursuant to 18 
U.S.C. Section 1350, is filed herewith.

Exhibit lOl.INS XBRL Instance Document is filed herewith.

Exhibit 101.SCH XBRL Taxonomy Extension Schema Document is filed herewith.

Exhibit 101 .CAL XBRL Taxonomy Extension Calculation Linkbase Document is filed herewith.

Exhibit 101 .DEF XBRL Taxonomy Extension Definition Linkbase Document is filed herewith.

Exhibit 101.LAB XBRL Taxonomy Extension Label Linkbase Document is filed herewith.

Exhibit lOl.PRE XBRL Taxonomy Extension Presentation Linkbase Document is filed herewith.

Management contract or compensatory plan or agreement.
These agreements have not been filed herewith pursuant to Item 601 (b)(4)(v) of Regulation S-K under the Securities Act 
of 1933, as amended. We hereby agree to furnish copies to the SEC upon request.
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Item 16. Form 10-K Summary.

None.

Signatures

Pursuant to the requirements of Section 13 or 15 (d) of the Securities Exchange Act of 1934, Chesapeake Utilities Corporation 
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Chesapeake Utilities Corporation

By: /s/ Michael p. McMasters

Michael P. McMasters,
President and Chief Executive Officer 
February 28,2018

Pursuant to the requirements of the Securities Exchaflge Act of 1934, this report has been signed below by the following 
persons on behalf of the registrant and in the capacities and on the dates indicated.

Is/ Michael P. McMasters /s/ Beth W. Cooper

Michael P. McMasters,
President, Chief Executive Officer and Director 
Februaiy 28, 2018

Beth W. Cooper, Senior Vice President 
and Chief Financial Officer 
(Principal Financial and Accounting Officer) 
February 28, 2018

/s/ John R. Schimkaitis

John R. Schimkaitis
Chair of the Board and Director
February 28,2018

/s/ Ronald G. Forsythe, Jr.
Dr. Ronald G. Forsythe, Jr., Director 
February 28,2018

IS/ Eugene H. Bayard, Esq

Eugene H. Bayard, Esq., Director 
February 28, 2018

/s/ Dennis S. Hudson, III
Dennis S. Hudson, III, Director 
February 28,2018

Is/ TT^omas J. Bresnan

Thomas J. Bresnan, Director 
February 28, 2018

/s/ Dianna F. Morgan

Dianna F. Morgan, Director 
February 28,2018

Is/ Thomas p. Hill, Jr.
Thomas P. Hill, Jr., Director 
February 28,2018

/s/ Calvert a. Morgan, JR.
Calvert A. Morgan, Jr., Director 
February 28, 2018

/s/ Paul L. Maddock, Jr.
Paul L. Maddock, Jr., Director 
February 28, 2018
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Chesapeake Utilities Corporation and Subsidiaries 
Schedule 11

Valuation and Qualifying Accounts
Additions

For the Year Ended December 31.
(In thousands)
Reserve Deducted From Related Assets 

Reserve for Uncollectible Accounts

Balance at 
Beginning of 

Year
Charged to 

Income
Other ^ Accounts' Deductions

Balance at End 
of Year

2017 S 909
■$

602 $ 337 $ (912) $ 936
2016 '$ 909 $ 985 $ 340 $ (1,325) $ 909
2015

$■

1,120 $ 979 $ 246 $ (1,436) $ 909
Recoveries.
Uncollectible accounts charged off.
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Exhibit C-1 “Annual Reports” 
Exhibit C-2 “SEC Filings"

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM lO-K
(Mark One)

@ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 

For the Fiscal Year Ended: December 31,2018

□ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OFTHE SECURITIES EXCHANGE ACT OF 1934

Commission File Number: 001-11590

Chesapeake Utilities Corporation
(Exact name of registrant as specified in its charter)

State of Delaware 
(State or other jurisdiction of 

incorporation or organization)

51-0064146 {
(I.R.S. Employer /—n 

Identification No.)

909 Silver Lake Boulevard, Dover, Delaware 19904 
(Address of principal executive offices, including zip code)

302-734-6799
(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

o

C9

yjs

CO
m“O

I
cn
*D
ZZ

-■>

ZD

3'Z.

Title of each class
Common Stock—par value per share $0.4867

Name of each exchange on which registered 
New York Stock Exchange, Inc.

Indicate by checkmark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes @ No □
Indicate by checkmark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes □ No E
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15 (d) of the Securities Exchange Act of 1934 during 
the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for 
the past 90 days. Yes E No □
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of 
Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit such 
files). YesE No □
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.405 of this chapter) is not contained herein, and will 
not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form 10-K or 
any amendment to this Form 10-K. E

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an 
emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and "emerging growth company" 
in Rule 12b-2 of the Exchange Act.

Large accelerated filer E

Non-accelerated filer □

Accelerated filer

Smaller reporting company □
Emerging growth company D

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or 
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. □
Indicate by a check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes □ No E



The aggregate market value of the common shares held by non-affiliates of Chesapeake Utilities Corporation as of June 30,2018, the last business day of its 
most recently completed second fiscal quarter, based on the last sale price on that date, as reported by the New York Stock Exchange, was approximately $1.3 
billion.

The number of shares of Chesapeake Utilities Corporation's common stock outstanding as of February 15,2019 was 16,378,821.

/ DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Proxy Statement for the 2019 Annual Meeting of Stockholders are incorporated by reference in Part II and Part III, which Proxy Statement shall 
be filed with the Securities and Exchange Commission within 120 days after the end of registrant's fiscal year ended December 31,2018.
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Glossary of Definitions 

ASC: Accounting Standards Codification 

ASU: Accounting Standards Update 

CDD: Cooling Degree-Day

Chesapeake or Chesapeake Utilities: Chesapeake Utilities Corporation, its divisions and subsidiaries, as appropriate in the 
context of the disclosure

CHP: Combined Heat and Power Plant

Company; Chesapeake Utilities Corporation, its divisions and subsidiaries, as appropriate in the context of the disclosure

Degree-day: A degree-day is the measure of the variation in the weather based on the extent to which the average daily temperature 
(from 10:00 am to 10:00 am) falls above or below 65 degrees Fahrenheit

Delmarva Peninsula: A peninsula on the east coast of the U. S. occupied by Delaware and portions of Maryland and Virginia 

Dt(s): Dekatherm(s), which is a natural gas unit of measurement that includes a standard measure for heating value 

Dts/d: Dekatherms per day

Eastern Shore: Eastern Shore Natural Gas Company, a wholly-owned subsidiary of Chesapeake Utilities

Eight Flags: Eight Flags Energy, LLC, a subsidiary of Chesapeake’s OnSight Services, LLC

FASB: Financial Accounting Standards Board

FERC: Federal Energy Regulatory Commission

FGT: Florida Gas Transmission Company

Flo-gas: Flo-gas Corporation, a wholly-owned subsidiary of Chesapeake Utilities

FPL: Florida Power & Light Company, an unafFiliated electric company that supplies electricity to FPU

FPU: Florida Public Utilities Company, a wholly-owned subsidiary of Chesapeake Utilities

GAAP: Generally Accepted Accounting Principles

GRIP: Gas Reliability Infrastructure Program

Gross Margin: a non-GAAP measure defined as operating revenues less the cost of sales. The Company's cost of sales includes 
purchased fuel cost for natural gas, electricity and propane and the cost of labor spent on direct revenue-producing activities and 
excludes depreciation, amortization and accretion

Guifstream: Gulfstream Natural Gas System, LLC, an unaffiliated pipeline network that supplies natural gas to FPU 

HDD: Heating Degree Day

MetLife: MetLife Investment Advisors, an institutional debt investment management firm, with which Chesapeake Utilities has 
entered into a Shelf Agreement

MGP: Manufactured gas plant, which is a site where coal was previously used to manufacture gaseous fuel for industrial, 
commercial and residential use

MTM: Mark-to-Market (fair value accounting)

MW: Megawatt, which is a unit of measurement for electric base load power or capacity

NYL: New York Life Investors LLC, an institutional debt investment management firm, with which Chesapeake Utilities has 
entered into a Shelf Agreement and issued Shelf Notes

Peninsula Pipeline: Peninsula Pipeline Company, Inc., a wholly-owned subsidiary of Chesapeake Utilities
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PESCO: Peninsula Energy Services Company, Inc., a wholly-owned subsidiary of Chesapeake Utilities

Prudential: Prudential Investment Management Inc., an institutional investment management firm, with which Chesapeake 
Utilities has entered into a Shelf Agreement and issued Shelf Notes

PSC: Public Service Commission, which is the state agency that regulates utility rates and/or services in certain of our jurisdictions

Rayonier: Rayonier Performance Fibers, LLC, the company that owns the property on which Eight Flags' CHP plant is located 
and a customer of the steam generated by the CHP plant

Revolver: Our unsecured revolving credit facility with certain lenders

Sandpiper: Sandpiper Energy, Inc., a wholly-owned subsidiary of Chesapeake Utilities

SEC: Securities and Exchange Commission

Senior Notes: Our unsecured long-term debt issued primarily to insurance companies on various dates 

Sharp: Sharp Energy, Inc., a wholly-owned subsidiary of Chesapeake Utilities

Shelf Agreement: An agreement entered into by Chesapeake Utilities and a counterparty pursuant to which Chesapeake Utilities 
may request that the counterparty purchase our unsecured senior debt with a fixed interest rate and a maturity date not to exceed 
20 years from the date of issuance

Shelf Notes: Unsecured senior promissory notes issuable under the Shelf Agreement executed with various counterparties

SICP: 2013 Stock and Incentive Compensation Plan

TC JA: Tax Cuts and Jobs Act enacted on December 22, 2017

TETLP: Texas Eastern Transmission, LP

U.S.: The United States of America

Xeron: Xeron, Inc., an inactive subsidiary of Chesapeake Utilities
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Part I
References in this document to “Chesapeake,” “Chesapeake Utilities,” the “Company,” “we,” “us” and “our” mean Chesapeake 
Utilities Corporation, its divisions and/or its wholly-owned subsidiaries, as appropriate in the context of the disclosure.

Safe Harbor for Forward-Looking Statements
We make statements in this Annual Report on Form 10-K that do not directly or exclusively relate to historical facts. Such statements 
are “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended. Section 21E of 
the Securities Exchange Act of 1934, as amended, and the Private Securities Litigation Reform Act of 1995. One can typically 
identify forward-looking statements by the use of forward-looking words, such as “project,” “believe,” “expect,” “anticipate,” 
“intend,” “plan,” “estimate,” “continue,” “potential,” “forecast” or other similar words, or future or conditional verbs such as 
“may,” “will,” “should,” “would” or “could.” These statements represent our intentions, plans, expectations, assumptions and 
beliefs about future financial performance, business strategy, projected plans and objectives of the Company. Forward-looking 
statements speak only as of the date they are made or as of the date indicated and we do not undertake any obligation to update 
forward-looking statements as a result of new information, future events or otherwise. These statements are subject to many risks 
and uncertainties. In addition to the risk factors described under Item I A, Risk Factors, the following important factors, among 
others, could cause actual future results to differ materially from those expressed in the forward-looking statements:

state and federal legislative and regulatory initiatives that affect cost and investment recovery, have an impact on rate 
structures, and affect the speed and the degree to which competition enters the electric and natural gas industries; 
the outcomes of regulatory, environmental and legal matters, including whether pending matters are resolved within current 
estimates and whether the related costs are adequately covered by insurance or recoverable in rates; 
the impact of significant changes to current tax regulations and rates;
the timing of certification authorizations associated with new capital projects and the ability to construct facilities at or 
below estimated costs;
changes in environmental and other laws and regulations to which we are subject and environmental conditions of property 
that we now, or may in the future, own or operate;
possible increased federal, state and local regulation of the safety of our operations;
the economy in our service territories or markets, the nation, and worldwide, including the impact of economic conditions 
(which we do not control) on demand for electricity, natural gas, propane or other fuels;
risks related to cyber-attacks or cyber-terrorism that could disrupt our business operations or result in failure of information 
technology systems;
the weather and other natural phenomena, including the economic, operational and other effects of hurricanes, ice storms 
and other damaging weather events; 
customers' preferred energy sources;
industrial, commercial and residential growth or contraction in our markets or service territories; 
the effect of competition on our businesses;
the timing and extent of changes in commodity prices and interest rates; 
the effect of spot, forward and future market prices on our various energy businesses;
the extent of our success in connecting natural gas and electric supplies to transmission systems, establishing andmaintaining 
key supply sources; and expanding natural gas and electric markets; 
the creditworthiness of counterparties with which we are engaged in transactions; 
the capital-intensive nature of our regulated energy businesses;
the results of financing efforts, including our ability to obtain financing on favorable terms, which can be affected by 
various factors, including credit ratings and general economic conditions;
the ability to successfully execute, manage and integrate a merger, acquisition or divestiture of assets or businesses and 
the related regulatory or other conditions associated with the merger, acquisition or divestiture;
the impact on our costs and flmding obligations, under our pension and other post-retirement benefit plans, of potential 
downturns in the financial markets, lower discount rates, and costs associated with health care legislation and regulation; 
the ability to continue to hire, train and retain appropriately qualified personnel; and 
the effect of accounting pronouncements issued periodically by accounting standard-setting bodies.
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Item l. Business.

Corporate Overview and Strategy

Chesapeake Utilities Corporation is a Delaware corporation formed in 1947 with operations primarily in the Mid-Atlantic region 
and in Florida, Pennsylvania and Ohio. We are an energy delivery company engaged in the distribution of natural gas, propane 
and electricity; the transmission of natural gas; the generation of electricity and steam, and in providing related services to our 
customers.

Our strategy is to consistently produce industry leading total shareholder return by profitably investing capital into opportunities 
that leverage our skills and expertise in energy distribution and transmission to achieve hi^ levels of service and growth. TTie 
key elements of our strategy include:

• capital investment in growth opportunities that generate our target returns;
• expanding our energy distribution and transmission operations within our existing service areas as well as into 

new geographic areas;
• providing new services in our current service areas;
• expanding our footprint in potential ^owth markets through strategic acquisitions;
• entering new energy markets and businesses that complement our existing operations and growth strategy; and
• operating as a customer-centric full-service energy supplier/partner/provider, while providing safe and reliable 

service.
Our employees strive to build meaningful connections that generate opportunities to grow our businesses, develop new markets, 
and enrich die communities in which we live, work and serve.

Operating Segments

We operate within two reportable segments: Regulated Energy and Unregulated Eneigy. The remainder of our operations is 
presented as “Other businesses and eliminations." These segments are described below in detail.

Regulated Energy
Our regulated energy businesses are comprised of natural gas and electric distribution as well as natural gas transmission services. 
The following table presents net income for the year ended December 31, 2018 and total assets as of December 31, 2018, for 
the Regulated Energy segment by operation and area served:

Operations Areas Served Net Income Total Assets
(in thousands)
Natural Gas Distribution

Delmarva Natural Gas (Delaware division, Maryland
division and Sandpiper Energy) Delaware/Maryland $ 11,390 $ 211,458
Central Florida Gas and FPU Florida 11,754 312,769

Natural Gas Transmission

Eastern Shore Delaware/Maryland/
Pennsylvania 17,460 262,918

Peninsula Pipeline
Electric Distribution

Florida 4,303 20,493

FPU Florida 2,249 123,863
Total Regulated Energy $ 47,156 $ 931,501

Revenues in this operating segment are based on rates regulated by the PSC in the states in which we operate or, in the case of 
Eastern Shore, which is an interstate business, by the FERC. The rates are designed to generate revenues to recover all prudent 
operating and financing costs and provide a reasonable return for our stockholders. Each of our distribution and transmission 
operations has a rate base, which generally consists of the original cost of the operation's plant, less accumulated depreciation, 
working capital and other assets. For Delmarva Natural Gas and Eastern Shore, rate base also includes deferred income tax 
liabilities and other additions or deductions. Our Regulated Energy operations in Florida do not include deferred income tax 
liabilities in their rate base.

Chesapeake Utilities Corporation 2018 Form 10-K Ps^e 2
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Our natural gas and electric distribution operations bill customers at standard rates approved by their respective state PSC. Each 
state PSC allows us to negotiate rates, based on approved methodologies, for large customers that can switch to other fuels. 
Some of our customers in Maryland receive propane through our underground distribution system in Worcester County, which 
we are in the process of converting to natural gas. We bill these customers under PSC-approved rates and include them in the 
natural gas distribution results and customer statistics.
Our natural gas and electric distribution operations earn profits on the delivery of natural gas or electricity to customers. The 
cost of natural gas or electricity that we deliver is passed through to customers under PSC-approved fuel cost recovery 
mechanisms. The mechanisms allow us to adjust our rales on an ongoing basis without filing a rate case to recover changes in 
the cost of the natural gas and electricity that we purchase for customers. Therefore, while our distribution operating revenues 
fluctuate with the cost of natural gas or electricity we purchase, our distribution margin (which we define as operating revenues 
less purchased gas or electric cost) is generally not impacted by fluctuations in the cost of natural gas or electricity.
Our natural gas transmission operations bill customers under rate schedules approved by the FERC or at rates negotiated with 
customers.
Operational Hishliehts
The following table presents operating revenues, volumes and the average number of customers by customer class for our natural 
gas and electric distribution operations for the year ended December 31,2018;

Delmanvav
NaturalGas
Distribution

Fiorida 
Natural Gas Distribution®

FPU
Ele<;ti;ic

Distribution
Operating Revenues (in thousand)
Residential
Commercial
Industrial
Other

Total Operating Revenues

Volumes (in Dts for naiund gas^WHoursfor electric) 
Residential 
Commercial 
Industrial 
Other

Total Volumes

Average Number of Customers ®
Residential
Commercial
Industrial
Other

Total Average Number of Customers

$ 70,466 60% $ 35,420 34% S 44,788-n 56%
36,916 32% 33,229 31% 39,442 49%

8,289 .7% 33,207:. 31% 1,543 i .2%
928 1% 4,602 4% C5,970) (7)%

S 116,599 100% S 106,458 100% $ 79,803 ; 100%

4,142,567 31% 1,762,852 5% 307,269 49%
3,792,220 28% 6,441,806. ; . . '18% 302,687 ; 48%
5,549,387 40% 24,759,334 70% 15,160 2%

80,254 1% 2,338,815 7% 7,402 :: 1 %
13.564.428 100% 35-302.807 100% 632.518 100 %

7022 91% ■ 72,151' 90% 24,686 : ; 77%
6,979 9% 5,434 7% 7,497 23 %

157 <1% 2,328 3% ' 2 i: <1%
5 <1% 11 <1% — — %

• 78.463 : 100% 79.924 400% 32.185 U 100%

' operating Revenues from "Other" sources include revenue, unbilled revenue, under (over) recoveries of fuel cost, conservation revenue, other miscellaneous charges, fees for 
billing services provided to third parties, and adjustments for pass-through taxes.
Florida natural gas distribution includes ChesapeaJte Utilities' Central Florida Gas division, FPU and FPU’s Indiantown and Fort Meade divisions.
Average number of customers is based on the twelve-month average for the year ended December 31,2018.
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The following table presents operating revenues, by customer type, for Eastern Shore and Peninsula Pipeline for the year ended 
December 31,2018, and contracted firm transportation capacity, by customer type, as well as design day capacity at December 31, 
2018:

Eastern Shore Peninsula Pipeline
Operating Revenues (in thousands)
Local distribution companies - affiliated $ 19,725 31 % $ 9,478 80%
Local distribution companies - non-affiliated 23,975 37% 840 7%
Commercial and industrial - affiliated — — % 1,120 9%
Commercial and industrial - non-affiliated 21,748 34% 490 4%
Other (J,200) (2)% — —%
Total Operating Revenues $ 64,248 100% $ 11.928 100%

Contracted firm transportation capacity (inDt&/d)
Local distribution companies - affiliated 122,652 42 % 143,500 93%
Local distribution companies - non-affiliated 76,619 26% 4,825 3%
Commercial and industrial - affiliated — — % 1,500 1%
Commercial and industrial ■ non-affiliated 95,648 32% 5,100 3%
Total Contracted firm transportation capacity 294.919 100 % 154.925 100%

Design day capacity (in Dts/d) 294.919 100 % 154,925 100%
Eastern Shore’s and Peninsula Pipeline's service to our local distribution affiliates is based on the respective regulator’s approved rates and is an integral component of the cost 
associated with providing natural gas supplies for those affiliates. We eliminate operating revenues of these entities against the cost of sales of those affiliates in our 
consolidated financial information; however, our local distribution affiliates include this amount in their purchased fuel cost and recover it through fuel cost recovery 
mechanisms.

Operating revenues from "Other" sources are from the rental of gas properties and reserve for rate case refund.

Regulatory Overview
The following table highlights key regulatory information for each of our principal Regulated Energy operations. The table 
reflects rate increases and rates of return approved prior to the enactment of the TCJA on December 22, 2017. See Item 8, 
Financial Statements and Supplementary Data (Note 19, Rates and Other Regulatory Activities and Note 12, Income Taxes in 
the consolidated financial statements) for further discussion on the impact of this legislation on our regulated businesses. 
Peninsula Pipeline is not regulated with regard to cost of service by either the Florida PSC or FERC and is therefore excluded 
from the table.

Natural Gas Distribution

Delmarva Florida
Electric

Distribution
Natural Gas 
Transmission

Operation/Division Delaware Maryland Sandpiper

Chesapeake's 
Florida 

natural gas 
division FPU FPU

Eastern
Shore

Regulatory Agency
Delaware

PSC Maryland PSC
Maryland

PSC Florida PSC Florida PSC Florida PSC FERC

Effective date - Last 
Rate Order 01/01/2017 5/l/2018*’> 12/01/2018 01/14/2010 01/14/2010^’' 01/03/2018 08/01/2017

Rate Base (in Rates) Not stated Not stated Not stated $46,680,000 $68,940,000 $11,850,000 Not stated
Annual Rate Increase 
Approved $2,250,000 N/A*''* $2,540,000 $7,970,000 $1,560,000 $9,800,000

Capit^, Structure (in 
rates)^^^* Not stated

LTD: 42.00% 
STD: 5.00% 

Equity: 53.00% Not stated

LTD: 30.63% 
STD: 6.26% 

Equity: 43.49% 
Other; 19.62%

LTD: 30.75% 
Equity: 46.67% 
Other: 22.58%

LTD: 21.91% 
STD: 23.50% 
Equity: 54.59% Not stated

Allowed Return on 
Equity 9.75% 10.75%'"^ Not Stated 10.80%‘‘'' 10.85%''” 10.25%''”’'®' Not Stated '
TJCA Refund Status 
associated with 
customer rates Reserved Refunded Refunded Reserved Reserved Reserved Refunded

The effective date of the order approving the settlement ^reement, which adjusted the rates originally approved on June 4,2009.
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^^’The Maryland PSC approved a declining return on equity that will result in a decline in our rates.
^^’Other components of capital structure include customer deposits, deferred income taxes and tax credits.

Allowed after-tax return on equity,
^^'The terms of the agreement include revenue neutral rates for the first year (December 1,2016 through November 30,2017), followed by a schedule of rate 
reductions in subsequent years based upon the projected rate of propane to natural gas conversions.

The terms of the settlement agreement for the FPU electric division limited proceeding with the Florida PSC prescribed an authorized return on equity 
range of 9.25 to 11.25 percent, with a mid-point of 10.25 percent. The FPU electric division cannot file for a base rate increase prior to December 2019, 
unless its allowed return on equity is below the authorized range and it experiences an unanticipated and unforeseen event that impacts the annual revenue 
requirement in excess of $800,000 within any contiguous four-month period.

The Maryland PSC approved a rate reduction for Maryland division effective May 1, 2018, related to the enactment of the TJCA,
* LTD-Long-term debt; STD-Short-term debt

The following table presents surcharge and other mechanisms that have been approved by the respective PSC for our regulated 
energy distribution businesses. These include Delaware’s surcharge to expand natural gas service in eastern Sussex County; 
Maryland’s surcharge to fund natural gas conversions and system improvement in Worcester County; Florida’s GRIP surcharge 
which provides accelerated recovery of the costs of replacing older portions of the natural gas distribution system to improve 
safety and reliability and Florida electric distribution operation's limited proceeding.

Qneration(s)/Dmsionfs>
Delaware division .
Maryland division 
Sandpiper Energy
FPU and Central Florida Gas natural gas divisions 
FPU electric division

Infrastructure Revenue
Jurisdiction mechanism normalization

Delaware No ■■ NP^ ■

Maryland No Yes
Maryland Yes ■ ■ ■ Yes

Florida Yes No
Florida Yes No

Weather

Weather variations directly influence the volume of natural gas and electricity sold and delivered to residential and commercial 
customers for heating and cooling and changes in volumes delivered impact the revenue generated from these customers. Natural 
gas volumes are highest during the winter months, when residential and commercial customers use more natural gas for heating. 
Demand for electricity is highest during the summer months, when more electricity is used for cooling. We measure the relative 
impact of weather using degree-days. A degree-day is the measure of the variation in the weather based on the extent to which 
the average daily temperature falls above or below 65 degrees Fahrenheit. Each degree of temperature below 65 degrees 
Fahrenheit is counted as one heating degree-day, and each degree of temperature above 65 degrees Fahrenheit is counted as one 
cooling degree-day. Normal heating and cooling degree-days are based on the most recent 10-year average.

Competition

Natural Gas Distribution

While our natural gas distribution operations do not compete directly with other distributors of natural gas for residential and 
commercial customers in our service areas, we do compete with other natural gas suppliers and alternative fuel providers for 
sales to industrial customers. Large customers could bypass our natural gas distribution systems and connect directly to interstate 
transmission pipelines, and we compete in all aspects of our natural gas business with alternative energy sources, including 
electricity, oil, propane and renewables. Hie most effective means to compete against alternative fuels are lower prices, superior 
reliability and flexibility of service. Natural gas historically has maintained a price advantage in the residential, commercial 
and industrial markets, and reliability of natural gas supply and service has been excellent. In addition, we provide flexible 
pricing to our large customers to minimize fuel switching and protect these volumes and their contributions to the profitability 
of our natural gas distribution operations.

Natural Gas Transmission

Our natural gas transmission business competes with other pipeline companies to provide service to large industrial, generating 
and distribution customers, primarily in the northern portion of Delmarva and in Florida.

Chesapeake Utilities Corporation 2018 Form 10-K Page 5



Table of Contents

Electric Distribution
While our electric distribution operations do not compete directly with other distributors of electricity for residential and 
commercial customers in our service areas, we do compete with other electricity suppliers and alternative fuel providers for 
sales to industrial customers. Some of our large industrial customers may be capable of generating their own electricity, and 
we structure rates, flexibility and service offerings to retain these customers in order to retain their business and contributions 
to the profitability of our electric distribution operations.

Supplies. Transmission and Storage 

Natural Gas Distribution
Our natural gas distribution operations purchase natural gas from marketers and producers and maintain contracts for 
transportation and storage with several interstate pipeline companies to meet projected customer demand requirements. We 
believe that our supply and capacity strategy will adequately meet our customers’ needs over the next several years.

The Delmarva natural gas distribution systems are directly connected to Eastern Shore’s pipeline, which has connections to the 
other pipelines that provide us with transportation and storage. These operations can also use propane-air and liquefied natural 
gas peak-shaving equipment to serve customers. Our Delmarva operations receive a fee, which we share with our customers, 
from our natural gas marketing subsidiary, PESCO, who optimizes the transportation, storage and natural gas supply for these 
operations under a three-year contract.

We have a contract with an unaffiliated party to supply propane for customers of our Sandpiper system in Maryland who have 
not yet converted to natural gas. Under the contract, we are committed to purchase approximately 932,000 gallons of propane 
annually at either a fixed per-gallon or a local indexed-index-based price. The contract expires in May 2019, at which time, we 
can purchase the propane from our propane subsidiary or the external markets directly.

Our Florida natural gas distribution operation uses Peninsula Pipeline and the Peoples Gas System division of Tampa Electric 
Company ("Peoples Gas") to transport natural gas where there is no direct connection with FGT.
A summary of our pipeline capacity contracts follows:

Maxim um Daily Firm
Transoortation Canacitv Contract

Division Pipeline (Dts) Exniration Date
Delmarva Natural Gas Distribution Eastern Shore 122,652 2019-2028

Columbia Gas^‘' 15,160 2020-2024
Transco^^^ 27,551 2019-2028
tetlp^’> 50,000 2027

Florida Natural Gas Distribution Gulfstream^^^ 10,000 2022
FGT 41,909-73,317 2020-2041

Peninsula Pipeline 137,500 2033-2048
Peoples Gas 2,660 2024-2035

Transcontinental Gas Pipe Line Company, LLC ("Transco"), Columbia Gas Transmission, LLC ("Columbia Gas") and Texas Eastern Transmission, LP 
("TETLP") are interstate pipelines interconnected with Eastern Shore’s pipeline 

Pursuant to a capacity release program approved by the Florida PSC, all of the capacity under this agreement has been released to various third parties, 
including PESCO. Under the terms of these capacity release agreements, Chesapeake Utilities is contingently liable to Gulfstream should any party, that 
acquired the capacity through release, fail to pay the capacity chaige.

Eastern Shore has three agreements with Transco for a total of 7,292 Dts/d of firm daily storage injection and withdrawal 
entitlements and total storage capacity of288,003 Dts. These agreements expire on various dates between 2019 and 2023. Eastern 
Shore retains these firm storage services in order to provide swing transportation service and firm storage service to customers 
requesting such services.

Electric Distribution
Our Florida electric distribution operation purchases wholesale electricity under the power supply contracts summarized below;
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Counteroartv Area Served bv Contract Contracted Amount flVIW) Contract Exniration Date
Gulf Power Company , Northvvest Florida, , ..Full Requirement* . .. . 2019 U

FPL Northeast Florida Full Requirement* 2024
Eight Flags Northeast Florida 21.0 ' 2036; ;i

Rayonier Northeast Florida 1.7 to 3.0 2036
WestRock Company Northwest Florida As-available .N/A.. i:

*The counter party is obligated to provide us with the electricity to meet our customers’ demand, which may vary,

Unregulated Energy
The following table presents net income for the year ended December 31,2018 and total assets as of December 31,2018, for 
our Unregulated Energy segment by operation and area served;

Area Served Net Income Total Assets

.u-

Operations _________
(in thousands)
Propane Operations (Sharp, FPU and Flo- Delaware, Maryland, Virginia,
gas) Pennsylvania, Florida $ 6,443 $ 86,989

Enei^Tfansmissipii;(Aspire^erg30q;Km;>ssifa5^iq
Energy Generation (Eight Flags) Florida 1,657 10,895

Marlin Gas Services Southeast and Midwest (186) 14,046
Other Other . ,^,J393 2,884
Total $ 10,639 $ 255,568

In December 2018, Marlin Gas Services, LLC ("Marlin Gas Services”), our newly created subsidiary, acquired the assets of Marlin Gas Transport, Inc. 
("Marlin Gas Transport"). The net loss reported is a result of the costs of consummating the acquisition exceeding the margin generated for approximately 
half of December 2018.

Propane Operations

Our propane operations sell propane to residential, commercial/industrial, wholesale and AutoGas customers, in the Mid-Atlantic 
region, through Sharp Energy, Inc. and Sharpgas, Inc., and in Florida through FPU and Flo-gas. We deliver to and bill our 
propane customers based on two primary customer types: bulk delivery customers and metered customers. Bulk delivery 
customers receive deliveries into tanks at their location. We invoice and record revenues for these customers at the time of 
delivery. Metered customers are either part of an underground propane distribution system or have a meter installed on the tank 
at their location. We invoice and recognize revenue for these customers based on their consumption as dictated by scheduled 
meter reads. As a member of AutoGas Alliance, we install and support propane vehicle conversion systems for vehicle fleets 
and provide onsite fueling infrastructure.
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Propane Operations - Operational Highlights

For the year ended December 31,2018, operating revenues, volumes sold and average number of customers by customer class 
for our Mid-Atlantic and Florida propane operations were as follows:

Operating Revenues (in thousands)
Mid-Atlantic Florida

Volumes (in thousands of gallons) Average Number of Customers
Mid-Atlantic Florida Mid-Atlantic Florida

Residential bulk $ 27,090 26% $ 6,799 32% 10,483 17% 1,547 23% 25,870 66% 10,312 59%
Residential metered 9,933 10% 5,037 24% 4,157 7% 905 13% 9,123 23% 6,034 34%
Commercial bulk 23,431 23% 5,393 25% 14,360 24% 2,550 38% 4,201 11% 971 6%
Commercial metered — —% 2,127 10% — —% 820 12% _ —% 280 1%
Wholesale 31,469 31% 1,165 5% 28,680 47% 944 14% 31 <1% 8 <1%

AutoGas 4,238 4% — —% 3,104 5% — —% 85 <1% — —%
Other 6,160 6% 761 4% — —% — —% — —% — —%

Total $102,321 100% $21,282 100% 60,784 100% 6,766 100% 39,310 100% 17,605 100%

Operating revenues from "Other" sources include revenues from customer loyalty programs; delivery, service and appliance fees; and unbilled revenues. 
‘^'Average number of customers is based on a twelve-month average for the year ended December 31,2018.

Competition

Our propane operations compete with national and local independent companies primarily on the basis of price and service. 
Propane is generally a cheaper fuel for home heating than oil and electricity but more expensive than natural gas. Our propane 
operations are largely concentrated in areas that are not currently served by natural gas distribution systems.

Supplies, Transportation and Storage

We purchase propane from major oil companies and independent natural gas liquids producers. Propane is transported by truck 
and rail to our bulk storage facilities in Delaware, Maryland, Florida, Pennsylvania and Virginia, which have a total storage 
capacity of 7.1 million gallons. Deliveries are made from these facilities by truck to tanks located on customers’ premises or to 
central storage tanks that feed our underground propane distribution systems. While propane supply has traditionally been 
adequate, significant fluctuations in weather, closing of refineries and disruption in supply chains, could cause temporary 
reductions in available supplies.

Weather

Propane revenues are affected by seasonal variations in temperature and weather conditions, which directly influence the volume 
of propane used by our customers. Our propane revenues are typically highest during the winter months when propane is used 
for heating. Sustained warmer-than-normal temperatures will tend to reduce propane use, while sustained colder-than-normal 
temperatures will tend to increase consumption.

Unremilated Energy Transmission (Aspire Energy)

Aspire Energy owns approximately 2,700 miles of natural gas pipeline systems in 40 counties in Ohio. The majority of Aspire 
Energy’s revenues are derived from long-term supply agreements with Columbia Gas of Ohio and Consumers Gas Cooperative 
("CGC"), which together serve more than 21,000 end-use customers. Aspire Energy purchases natural gas to serve these customers 
from conventional producers in the Marcellus and Utica natural gas production areas. In addition. Aspire Energy earns revenue 
by gathering and processing natural gas for customers.
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For the twelve-month period ended December 31,2018, Aspire Energy's operating revenues and deliveries by customer type 
were as follows:

Operating revenues Deliveries
(in thousands) % of Total (in thousands Dts) % bf Total

Supply to Columbia Gas of Ohio $ 13,429 38% 2,538 38%
Supply to CGC 12,530 .. 35% - 1,611 25%
Supply to Marketers - affiliated 2,654 8% 1,013 15%
Supply to Marketers - unaffiliated 3,918 11% ^ . 1,328 h 20%
Other (including natural gas gathering and processing) 2,876 8% 141 2%
Total $ 35,407 100% 6,631 H 100%

Energy Generation (Eieht Flass)

Eight Flags generates electricity and steam at its CHP plant located on Amelia Island, Florida. The plant is powered by natural 
gas transported by Peninsula Pipeline and our Florida natural gas distribution operation and produces approximately 21 MW of 
electricity and 75,000 pounds per hour of steam. Eight Flags sells the electricity generated from the plant to our Florida electric 
distribution operation and sells the steam to the customer who owns the site on which the plant is located both under separate 
20-year contracts.

Ener^ Services (PESCO)
PESCO competes with utilities and third-party marketers to sell natural gas and related services directly to commercial and 
industrial customers. PESCO delivers the natural gas it sells to customers through affiliated and non-affiliated natural gas 
distribution systems and pipelines and bills customers directly or through the billing services of the natural gas distribution 
utility that delivers the gas to PESCO’s customer. PESCO manages a portion of the natural gas transportation and stors^e capacity 
for our Delmarva natural gas distribution operations under three-year asset management agreements that expire on March 31, 
2020.

The following table summarizes PESCO's operating revenues by region in 2018:

Operating Revenues
(in thousands) %ofTotaI 1

Appalachian Basin $ 34,713 13%
Mid-Atlantic : . ■ j 127,148... ; n 49%
Southeast 59,077 23%
Western Pennsylvania .. .. 37,775. ii 15%
Total $ 258,713 100%

Marlin Gas Services

In December 2018, Marlin Gas Services, our newly created subsidiary, acquired certain operating assets of Marlin Gas Transport, 
a supplier of mobile compressed natural gas utility and pipeline solutions. Marlin Gas Services provides a temporary solution 
for gas pipeline and gas distribution systems while safety and integrity work is being performed. The assets purchased have 
the capacity to transport more than 7 billion cubic feet of natural gas annually using one of the largest fleets of tube trailers 
dedicated to the transportation of compressed natural gas (“CNG”). The acquisition will allow us to offer solutions to address 
supply interruption scenarios and provide other unique applications where pipeline supplies are not available or cannot meet 
customer requirements. Operating revenues and net income generated from the date of acquisition through the year ended 
December 31,2018 were immaterial.
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Other Businesses and Eliminations

Other businesses and eliminations consists primarily of subsidiaries that own real estate leased to affiliates, eliminations of inter
segment revenue and corporate costs which are not directly attributable to a specific business unit. See Item 8, Financial 
Statements and Supplementary Data (Note 6, Segment Information, in the consolidated financial statements) for more 
information.

Environmental Matters

See Item 8, Financial Statements and Supplementary Data (see Note 20, Environmental Commitments and Contingencies, in 
the consolidated financial statements).

Employees

As of December 31,2018, we had a total of983 employees, 119 of whom are union employees represented by two labor unions: 
the International Brotherhood of Electrical Workers and the United Food and Commercial Workers Union. The collective 
bargaining agreements with these labor unions expire in 2019.

Executive Officers

Set forth below are the names, ages, and positions of our executive officers with their recent business experience. The age of 
each officer is as of the filing date of this report.

Name
Jeffiy M. Householder

Beth W. Cooper

James F. Moriarty

Stephen.C^lipmpson;

Age
61

Officer
Since
2010

2005

2015

Offices Held During the Past Five Years
President (January 1, 2019 - present)
Chief Executive Officer (January 1,2019 - present)
Director (January 1, 2019 - present)
President of FPU (June 2010 - February 26, 2019)

Executive Vice President (Beginning February 26,2019)
Chief Financial Officer (September 2008 - present)
Senior Vice President (September 2008 - February 26,2019) 
Assistant Corporate Secretary (March 2015 - present)
Corporate Secretary (June 2005 - March 2015)

Executive Vice President (Beginning February 26,2019) 
General Counsel & Corporate Secretary (March 2015 - present) 
Chief Policy and Risk Officer (Beginning February 26, 2019) 
Senior Vice President (February 2017 - Februaiy 26,2019)
Vice President (March 2015 - February 2017)

/Senior Vice l^esident September 2004. - present)
Resident, Extern Shore (January 1997 - present)
President and Chief Operating Officer, Sandpiper (May 2014 - 
pfeseht)
Vice President (May4997.-September 2004) X

Available Information on Corporate Governance Documents

Our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and other reports and 
amendments to these reports that we file with or fiimish to the SEC are available free of charge at our website, www.chpk.com, 
as soon as reasonably practicable after we electronically file these reports with, or furnish these reports to the SEC. The content 
of this website is not part of this report.

In addition, the following documents are available free of charge on our website, www.chpk.com:

• Business Code of Ethics and Conduct applicable to all employees, officers and directors;
• Code of Ethics for Financial Officers;
• Corporate Governance Guidelines;
• Charters for the Audit Committee, Compensation Committee, Investment Committee, and Corporate Governance 

Committee of the Board of Directors; and
• Corporate Governance Guidelines on Director Independence.
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Any of these reports or documents may also be obtained by writing to: Corporate Secretary; c/o Chesapeake Utilities Corporation, 
909 Silver Lake Boulevard, Dover, DE 19904.

Item 1A. Risk Factors.
The following is a discussion of the primary factors that may affect the operations and/or financial performance of our regulated 
and unregulated eneigy businesses. Refer to the section entitled Item 7, Management’s Discussion and Analysis of Financial 
Condition and Results of Operations of this report for an additional discussion of these and other related factors that affect our 
operations and/or financial performance.

Financial Risks

Instability and volatility in the financial markets could negatively impact access to capital at competitive rates, which could 
affect our ability to implement our strategic plan, undertake improvements and make other investments requiredfor ourfuture 
growth.
Our business strategy includes the continued pursuit of growth and requires capital investment in excess of cash flow from 
operations. As a result, the successful execution of our strategy is dependent upon access to equity and debt at reasonable costs. 
Our ability to issue new debt and equity capital and the cost of equity and debt are greatly affected by our financial performance 
and the conditions of the financial markets. In addition, our ability to obtain adequate and cost-effective debt depends on our 
credit ratings. A downgrade in our current credit ratings could negatively impact our access to and cost of debt. If we are not 
able to access capital at competitive rates, our ability to implement our strategic plan, undertake improvements and make other 
investments required for our future growth may be limited.

PESCO is exposed to market risks beyond our control, which could adversely affect our financial results and capital 
requirements.
PESCO is subject to market risks beyond our control, including market liquidity and commodity price volatility. Although we 
maintain a risk management policy, we may not be able to offset completely the price risk associated with volatile commodity 
prices, which could lead to volatility in earnings. Physical trading also has price risk on any net open positions at the end of each 
trading day, as well as volatility resulting from (i) intra-day fluctuations of natural gas prices, and (ii) daily price movements 
between the time natural gas is purchased or sold for future delivery and the time the related purchase or sale is economically 
hedged. The determination of our net open position at the end of any trading day requires us to make assumptions as to future 
circumstances, including the use of natural gas by our customers in relation to anticipated market positions. Because the price risk 
associated with any net open position at the end of such day may increase if the assumptions are not realized, we review these 
assumptions daily. Net open positions may increase volatility in our financial condition or results of operations if market prices 
move in a significantly favorable or unfavorable manner, because the changes in fair value of trading contracts are immediately 
recognized as profits or losses for financial accounting purposes. This volatility may occur, with a resulting increase or decrease 
in earnings or losses, even though the expected profit margin is essentially unchanged from the date the transactions were 
consummated.

PESCO is exposed to the credit risk of its counterparties.
PESCO extends credit to counterparties and continually monitors and manages collections aggressively. There is risk that PESCO 
may not be able to collect amounts owed to it. If the counterparty to such a transaction fails to perform, and any underlying 
collateral is inadequate, we could experience financial losses, which would negatively impact our results of operations.

PESCO is dependent upon the availability of credit to successfully operate its business.
PESCO depends upon credit to buy natural gas for resale or to trade. If financial market conditions or the financial condition of 
our Company declines, then the cost of credit could increase or become unavailable, which might adversely affect our results of 
operations, cash flows and financial condition.

Fluctuations in propane gas prices could negatively affect results of operations.

We adjust the price of the propane we sell based on changes in our cost of purchasing propane. However, if the market does not 
allow us to increase propane sales prices to compensate fully for fluctuations in purchased gas costs, our results of operations 
and earnings could be negatively affected.
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If wefail to comply with our debt covenant obligations, we could experience adverse financial consequences that could affect 
our liquidity and ability to borrow funds.
Our long-term debt obligations, term loans, the Revolver and our committed short-term lines of credit contain financial covenants 
related to debt-to-capital ratios and interest-coverage ratios. Failure to comply with any of these covenants could result in an 
event of default which, if not cured or waived, could result in the acceleration of outstanding debt obligations or the inability to 
borrow under certain credit agreements. Any such acceleration could cause a material adverse change in our financial condition.

Increases in interest rates may adversely affect our results of operations and cash flows.
Increases in interest rales could increase the cost of future debt issuances. Absent recovery of the higher debt cost in the rates we 
charge our utility customers, our earnings could be adversely affected. Increases in short-term interest rates could negatively affect 
our results of operations, which depend on short-term lines of credit to finance accounts receivable and storage gas inventories 
and to temporarily finance capital expenditures. Reference should be made to Item 7A, Quantitative and Qualitative Disclosures 
about Market Risk for additional information.

Current market conditions could adversely impact the return on plan assetsfor our pension plans, which may require significant 
additional funding.
Our pension plans are closed to new employees, and the future benefits are frozen. The costs of providing benefits and related 
funding requirements of these plans are subject to changes in the market value of the assets that fund the plans and the discount 
rates used to estimate the pension benefit obligations. The funded status of the plans and the related costs reflected in our financial 
statements are affected by various factors that are subject to an inherent degree of uncertainty, particularly in the current economic 
environment. Future losses of asset values and further declines in discount rates may necessitate accelerated funding of the plans 
to meet minimum federal government requirements and may result in higher pension expense in future years. Adverse changes 
in the benefit obligations of our pension plans may require us to record higher pension expense and fund obligations earlier than 
originally planned, which would have an adverse impact on our cash flows from operations, decrease borrowing capacity and 
increase interest expense.

Operationai. Risks

We are dependent upon construction of new facilities to support future growth in earnings in our natural gas and electric 
distribution and natural gas transmission operations.
Construction of new facilities required to support future growth is subject to various regulatory and developmental risks, including 
but not limited to: (i) our ability to obtain timely certificate authorizations, necessary approvals and permits from regulatory 
agencies and on terms that are acceptable to us; (ii) potential changes in federal, state and local statutes and regulations, including 
environmental requirements, that prevent a project from proceeding or increase the anticipated cost of the project; (iii) our inability 
to acquire rights-of-way or land rights on a timely basis on terms that are acceptable to us; (iv) lack of anticipated future growth 
in available natural gas and electricity supply; (v) insufficient customer throughput commitments; and (vi) lack of available and 
qualified third-party contractors which could impact the timely construction of new facilities.

We operate in a competitive environment, and we may lose customers to competitors.
Natural Gas. Our natural gas transmission and distribution operations compete with interstate pipelines when our customers are 
located close enough to a competing pipeline to make direct connections economically feasible. Our natural gas marketing 
operations compete with third-party suppliers to sell natural gas to commercial and industrial customers. Customers also have 
the option to switch to alternative fuels, including renewable energy sources. Failure to retain and grow our natural gas customer 
base would have an adverse effect on our financial condition, cash flows and results of operations.

Electric. Our Florida electric distribution business has remained substantially free from direct competition from other electric 
service providers but does face competition from other energy sources. Changes in the competitive environment caused by 
legislation, regulation, market conditions, or initiatives of other electric power providers, particularly with respect to retail electric 
competition, could adversely affect our results of operations, cash flows and financial condition.

Propane. Our propane operations compete with other propane distributors, primarily on the basis of service and price. Some of 
our competitors have significantly greater resources. Our ability to grow the propane operations business is contingent upon 
capturing additional market share, expanding into new markets, and successfully utilizing pricing programs that retain and grow

Chesapeake Utilities Corporation 2018 Form 10-K Page 12



Table of Contents

our customer base. Failure to retain and grow our customer base in our propane operations would have an adverse effect on our 
results of operations, cash flows and financial condition.

Fluctuations in weather may cause a significant variance in our earnings.
Our natural gas distribution, propane operations and natural gas transmission operations, are sensitive to fluctuations in weather 
conditions, which directly influence the volume of natural gas and propane we transport, sell and deliver to our customers. A 
significant portion of our natural gas distribution, propane operations and natural gas transmission revenue is derived fi-om the 
sales and deliveries to residential, commercial and industrial heating customers during the five-month peak heating season 
(November through March). Other than our Maryland division and Sandpiper Energy which have revenue normalization 
mechanisms, if the weather is warmer than normal, we sell and deliver less natural gas and propane to customers, and earn less 
revenue, which could adversely affect our results of operations, cash flows and financial condition. Likewise, if the weather is 
colder than normal, we sell and deliver more natural gas and propane to customers, and earn more revenue, which could positively 
affect our results of operations, cash flows and financial condition. Variations in weather from year to year can cause our results 
of operations, cash flows and financial condition to vary accordingly.
Our electric distribution operation is also affected by variations in weather conditions generally and unusually severe weather 
conditions. However, electricity consumption is generally less seasonal than natural gas and propane because it is used for both 
heating and cooling in our service areas.

Natural disasters, severe weather (such as a major hurricane) and acts of terrorism could adversely impact earnings.
Inherent in energy transmission and distribution activities are a variety of hazards and operational risks, such as leaks, ruptures, 
fires, explosions, sabotage and mechanical problems. Natural disasters and severe weather may damage our assets, cause operational 
interruptions and result in the loss of human life, all of which could negatively affect our earnings, financial condition and results 
of operations. Acts of terrorism and the impact of retaliatory military and other action by the United States and its allies may lead 
to increased political, economic and financial market instability and volatility in the price of natural gas, electricity and propane 
that could negatively affect our operations. Companies in the energy industry may face a heightened risk of exposure to acts of 
terrorism, which could affect our earnings, financial condition and results of operations. The insurance industry may also be 
affected by natural disasters, severe weather and acts of terrorism; as a result, the availability of insurance covering risks against 
which we and our competitors typically insure may be limited. In addition, the insurance we are able to obtain may have higher 
deductibles, higher premiums and more restrictive policy terms, which could adversely affect our results of operations, financial 
condition and cash flows.

Operating events affecting public safety and the reliability ofour natural gas and electric distribution and transmission systems 
could adversely affect our operations and increase our costs.
Our natural gas and electric operations are exposed to operational events and risks, such as major leaks, outages, mechanical 
failures and breakdown, operations below the expected level of performance or efficiency, and accidents that could affect public 
safety and the reliability of our distribution and transmission systems, significantly increase costs and cause loss of customer 
confidence. If we are unable to recover all or some of these costs from insurance and/or customers through the regulatory process, 
our results of operations, financial condition and cash flows could be adversely affected.

A security breach disrupting our operating systems and facilities or exposing confidential information may adversely affect 
our reputation, disrupt our operations and increase our costs.
Security breaches of our information technology infrastructure, including cyber-attacks and cyber-terrorism, could lead to system 
disruptions or cause facility shutdowns. If such an attack or security breach were to occur, our business, our earnings, results of 
operation and financial condition could be adversely affected. In addition, the protection of customer, employee and Company 
data is crucial to our operational security. A breach or breakdown of our systems that results in the unauthorized release of 
individually identifiable customer or other sensitive data could have an adverse effect on our reputation, results of operations and 
financial condition and could also materially increase our costs of maintaining our system and protecting it against future 
breakdowns or breaches. We take reasonable precautions to safeguard our information systems from cyber-attacks and security 
breaches; however, there is no guarantee that the procedures implemented to protect against unauthorized access to our information 
systems are adequate to safeguard against all attacks and breaches.
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Failure to attract and retain an appropriately qualified employee workforce could adversely affect operations.
Our ability to implement our business strategy and serve our customers depends upon our continuing ability to attract, develop 
and retain talented professionals and a technically skilled workforce, and transfer the knowledge and expertise of our workforce 
to new employees as our existing employees retire. Failure to hire and adequately train replacement employees, including the 
transfer of significant internal historical knowledge and expertise to new employees, or the future availability and cost of contract 
labor could adversely affect our ability to manage and operate our business, ff we were unable to hire, train and retain appropriately 
qualified personnel, our results of operations could be adversely affected.

A strike, work stoppage or a labor dispute could adversely affect our operations.
We are party to collective bargaining agreements with labor unions at some of our Florida operations. A strike, work stoppage or 
a labor dispute with a union or employees represented by a union could cause interruption to our operations and our results could 
be adversely affected.

Our businesses are capital-intensive, and the increased costs and/or delays of capital projects may adversely affect ourfuture 
earnings.
Our businesses are capital-intensive and require significant investments in ongoing infrastructure projects. Our ability to complete 
our infrastructure projects on a timely basis and manage the overall cost of those projects may be affected by the availability of 
the necessary materials and qualified vendors. Our future earnings could be adversely affected if we are unable to manage such 
capital projects effectively, or if full recovery of such capital costs is not permitted in future regulatory proceedings.

Our regulated energy business may be at risk iffranchise agreements are not renewed, or new franchise agreements are not 
obtained, which could adversely affect our future results or operating cash flows and financial condition.
Our regulated natural gas and electric distribution operations hold franchises in each of the incorporated municipalities that require 
franchise agreements in order to provide natural gas and electricity. Ongoing financial results would be adversely impacted in 
the event that franchise agreements were not renewed. If we are unable to obtain franchise agreements for new service areas, 
growth in our future earnings could be negatively impacted.

Slowdowns in customer growth may adversely affect earnings and cash flows.
Our ability to increase gross margins in our natural gas, propane and electric distribution businesses is dependent upon growth in 
the residential construction market, adding new commercial and industrial customers and conversion of customers to natural gas, 
electricity or propane from other energy sources. Slowdowns in growth may adversely affect our gross margin, earnings and cash 
flows.

Energy conservation could lower energy consumption, which would adversely affect our earnings.
Federal and state legislative and regulatory initiatives to promote energy efficiency and conservation could lower enei^y 
consumption by our customers. In addition, higher costs of natural gas, propane and electricity may cause customers to conserve 
fuel. To the extent a PSC or FERC does not allow the recovery through customer rates of the costs or lower consumption from 
energy efficiency or conservation, and our propane margins cannot be increased due to market conditions, our results of operations, 
cash flows and financial condition may be adversely affected.

Commodity price increases may adversely affect the operating costs and competitive positions of our natural gas, electric and 
propane operations, which may adversely affect our results of operations, cash flows and financial condition.
Natural Gas/Electricitv. Higher natural gas prices can significantly increase the cost of gas billed to our natural gas customers. 
Increases in the cost of natural gas and other fuels used to generate electricity can significantly increase the cost of electricity 
billed to our electric customers. Damage to the production or transportation facilities of our suppliers, which decreases their supply 
of natural gas and electricity, could result in increased supply costs and higher prices for our customers. Such cost increases 
generally have no immediate effect on our revenues and net income because of our regulated fuel cost recovery mechanisms. 
However, our net income may be reduced by higher expenses that we may incur for uncollectible customer accounts and by lower 
volumes of natural gas and electricity deliveries when customers reduce their consumption. Therefore, increases in the price of 
natural gas and other fuels can adversely affect our operating cash flows, results of operations and financial condition, as well as 
the competitiveness of natural gas and electricity as energy sources.

Propane. Propane costs are subject to changes as a result of product supply or other market conditions, including weather, economic 
and political factors affecting crude oil and natural gas supply or pricing. For example, weather conditions could damage production
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or transportation facilities, which could result in decreased supplies of propane, increased supply costs and higher prices for 
customers. Such increases in costs can occur rapidly and can negatively affect profitability. There is no assurance that we will be 
able to pass on propane cost increases fully or immediately, particularly when propane costs increase rapidly. Therefore, average 
retail sales prices can vary significantly from year-to-year as product costs fluctuate in response to propane, fuel oil, crude oil and 
natural gas commodity market conditions. In addition, in periods of sustained higher commodity prices, declines in retail sales 
volumes due to reduced consumption and increased amounts of uncollectible accounts may adversely affect net income.

Refer to Item 7A, Quantitative and Qualitative Disclosures about Market Risk for additional information.

A substantial disruption or lack of growth in interstate natural gas pipeline transmission and storage capacity or electric 
transmission capacity may impair our ability to meet customers ’ existing and future requirements.

In order to meet existing and future customer demands for natural gas and electricity, we must acquire sufficient supplies of natural 
gas and electricity, interstate pipeline transmission and storage capacity, and electric transmission capacity to serve such 
requirements. We must contract for reliable and adequate upstream transmission capacity for our distribution systems while 
considering the dynamics of the interstate pipeline and storage and electric transmission markets, our own on-system resources, 
as well as the characteristics of our markets. Our financial condition and results of operations would be materially and adversely 
affected if the future availability of these capacities were insufficient to meet future customer demands for natural gas and electricity. 
Currently, our Florida natural gas operation relies primarily on one pipeline system, FGT, for most of its natural gas supply and 
transmission. Our Florida electric operation secures electricity from external parties. Any continued interruption of service from 
these suppliers could adversely affect our ability to meet the demands of our customers, which couldnegatively impact our earnings, 
financial condition and results of operations.

Our use of derivative instruments may adversely affect our results of operations.
Fluctuating commodity prices may affect our earnings and financing costs because our propane operations and PESCO use 
derivative instruments, including forwards, futures, swaps, puts, and calls, to hedge price risk. While we have risk management 
policies and operating procedures in place to control our exposure to risk, if we purchase derivative instruments that are not 
properly matched to our exposure, our results of operations, cash flows, and financial condition may be adversely affected.

PESCO's earnings and operating cash flows are dependent upon optimization of physical assets.
PESCO’s earnings and cash flows are based, in part, on its ability to optimize its portfolio of contractual rights to utilize natural 
gas storage and pipeline assets. The optimization strategy involves utilizing its physical assets to take advantage of differences 
in natural gas prices between geographic locations and/or time periods. Any change among various pricing points could affect 
those differentials. In addition, significant increases in the supply of natural gas for PESCO's market areas can reduce its ability 
to take advantage of pricing fluctuations in the future. Changes in pricing dynamics and supply could have an adverse impact on 
its optimization activities, earnings and cash flows. PESCO incurs fixed demand fees to acquire its contractual rights to storage 
and transportation assets. Should commodity prices at various locations or time periods change in such a way that PESCO is not 
able to recoup these costs from customers, the cash flows and earnings of PESCO and ultimately, the Company, could be adversely 
impacted.

Regulatory. Lkgat. and Environmental Risks

Regulation ofour businesses, including changes in the regulatory environment, may adversely affect our results of operations, 
cash flows andfinancial condition.

The Delaware, Maryland and Florida PSCs regulate our utility operations in those states. Eastern Shore is regulated by the FERC. 
The PSCs and the FERC set the rates that we can charge customers for services subject to their regulatory jurisdiction. Our ability 
to obtain timely future rate increases and rate supplements to maintain current rates of return depends on regulatory approvals, 
and there can be no assurance that our regulated operations will be able to obtain such approvals or maintain currently auAorized 
rates of return. When earnings from our regulated utilities exceed the authorized rate of return, the respective regulatory authority 
may require us to reduce our rates charged to customers in the future.

We may face certain regulatory andfinancial risks related to pipeline safety legislation.
We are subject to a number of legislative proposals at the federal and state level to implement increased oversight over natural 
gas pipeline operations and facilities to inspect pipeline facilities, upgrade pipeline facilities, or control the impact of a breach of 
such facilities. Additional operating expenses and capital expenditures may be necessary to remain in compliance. If new legislation 
is adopted and we incur additional expenses and expenditures, our financial condition, results of operations and cash flows could
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be adversely affected, particularly if we are not authorized through the regulatory process to recover from customers some or all 
of these costs and our authorized rate of return.

JVe are subject to operating and litigation risks that may not be fully covered by insurance.
Our operations are subject to the operating hazards and risks normally incidental to handling, storing, transporting, transmitting 
and delivering natural gas, electricity and propane to end users. From time to time, we are a defendant in legal proceedings arising 
in the ordinary course of business. We maintain insurance coverage for our general liabilities in the amount of $51 million, which 
we believe is reasonable and prudent. However, there can be no assurance that such insurance will be adequate to protect us from 
all material expenses related to potential future claims for personal injury and property damage or that such levels of insurance 
will be available in the future at economical prices.

Costs of compliance with environmental laws may be significant
We are subject to federal, state and local laws and regulations governing environmental quality and pollution control. These 
evolving laws and regulations may require expenditures over a long period of time to control environmental effects at our current 
and former operating sites, especially former MGP sites. To date, we have been able to recover, through regulatory rate mechanisms, 
the costs associated with the remediation of former MGP sites. However, there is no guarantee that we will be able to recover 
future remediation costs in the same manner or at all. A change in our approved rate mechanisms for recovery of environmental 
remediation costs at former MGP sites could adversely affect our results of operations, cash flows and financial condition.

Further, existing environmental laws and regulations may be revised, or new laws and regulations seeking to protect the environment 
may be adopted and be applicable to us. Revised or additional laws and regulations could result in additional operating restrictions 
on our facilities or increased compliance costs, which may not be fully recoverable. Any such increase in compliance costs could 
adversely affect our financial condition and results of operations. Compliance with these legal obligations requires us to commit 
capital. If we fail to comply with environmental laws and regulations, even if such failure is caused by factors beyond our control, 
we may be assessed civil or criminal penalties and fines, which could impact our financial condition and results of operations. 
See Item 8, Financial Statements and Supplementary Data (see Note 20, Environmental Commitments and Contingencies, in the 
consolidated financial statements).

Unanticipated changes in our tax provisions or exposure to additional tax liabilities could affect our profitability and cash 
flow.
We are subject to income and other taxes in the U.S. Changes in applicable U.S. tax laws and regulations, or their interpretation 
and application, including the possibility of retroactive effect, could affect our tax expense and profitability. In addition, the final 
determination of any tax audits or related litigation could be materially different from our historical income tax provisions and 
accruals. Changes in our tax provision or an increase in our tax liabilities, due to changes in applicable law and regulations, the 
interpretation or application thereof, future changes in the tax rate or a final determination of tax audits or litigation, could have 
a material adverse effect on our financial position, results of operations or cash flows.

Our business may be subject in the future to additional regulatory and financial risks associated with global warming and 
climate change.
There have been a number of federal and state legislative and regulatory initiatives proposed in recent years in an attempt to control 
or limit the effects of global warming and overall climate change, including greenhouse gas emissions, such as carbon dioxide. 
The direction of future U.S. climate change regulation is difficult to predict given the potential for policy changes under different 
Presidential administrations and Congressional leadership. The EPA may or may not continue developing regulations to reduce 
greenhouse gas emissions. Even if federal efforts in this area slow, states may continue pursuing climate regulations. Any laws 
or regulations that may be adopted to restrict or reduce emissions of greenhouse gases could require us to incur additional operating 
costs, such as costs to purchase and operate emissions controls, to obtain emission allowances or to pay emission taxes, and reduce 
demand for our products. Federal or state legislative initiatives to implement renewable portfolio standards or to further subsidize 
the cost of solar, wind and other renewable power sources may change the demand for natural gas. We cannot predict the potential 
impact that such laws or regulations, if adopted, may have on our future business, financial condition or financial results.

Climate changes may impact the demand for our services in the future and could result in more frequent and more severe 
weather events, which ultimately could adversely affect our financial results.
Significant climatic change creates physical and financial risks for us. Our customers’ energy needs vary with weather conditions, 
primarily temperature and humidity. For residential customers, heating and cooling represent their largest energy use. To the 
extent weather conditions may be affected by climate change, customers' energy use could increase or decrease depending on the 
duration and magnitude of any changes. Changes in energy use due to weather variations may affect our financial condition
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through volatility and/or decreased revenues and cash flows. Extreme weather conditions require more system backups and can 
increase costs and system stresses, including service interruptions. Severe weather impacts our operating territories primarily 
through thunderstorms, tornadoes, hurricanes, and snow or ice storms. Weather conditions outside of our operating territories 
could also have an impact on our revenues and cash flows by affecting natural gas prices. To the extent die frequency of extreme 
weather events increases, this could increase our costs of providing services. We may not be able to pass on ^e higher costs to 
our customers or recover all the costs related to mitigating these physical risks. To the extent financial markets view climate 
change and emissions of greenhouse gases as a financial risk, this could adversely affect our ability to access capital markets or 
cause us to receive less favorable terms and conditions in future financings. Our business could be affected by the potential for 
lawsuits related to or against greenhouse gas emitters based on the claimed connection between greenhouse gas emissions and 
climate change, which could impact adversely our business, results of operations and cash flows.

Our certificate of incorporation and bylaws may delay or prevent a transaction that stockholders would view as favorable.

Our certificate of incorporation and bylaws, as well as Delaware law, contain provisions that could delay, defer or prevent an 
unsolicited change in control of Chesapeake Utilities, which may negatively affect the market price of our common stock or the 
ability of stockholders to participate in a transaction in which they might otherwise receive a premium for their shares over the 
then current market price. These provisions may also prevent changes in management. In addition, our Board of Directors is 
authorized to issue preferred stock without stockholder approval on such terms as our Board of Directors may determine. Our 
common stockholders will be subject to, and may be negatively affected by, the rights of any preferred stock that may be issued 
in the future.

Item IB. Unresolved Staff Comments.

None.

Item 2. Properties.

Offices and other operational facilities

We own or lease offices and other operational facilities in the following locations: Anne Arundel, Cecil, Dorchester, Somerset, 
Talbot, Wicomico, and Worcester Counties, Maryland; Kent, New Castle and Sussex Counties, Delaware; Accomack County, 
Virginia; Alachua, Brevard, Broward, Hendry, Jackson, Levy, Martin, Nassau, Okeechobee, Palm Beach, Polk and VolusiaCounties, 
Florida; Orrville and Athens, Ohio; and Pittsburgh, Pennsylvania.

Regulated Energy Segment

We own approximately 1,594 miles of natural gas distribution mains (together with related service lines, meters and regulators) 
in Kent, New Castle and Sussex Counties, Delaware; and Caroline, Cecil, Dorchester, Wicomico and Worcester Counties, Maryland. 
We own approximately 2,862 miles of natural gas distribution mains (and related equipment) in Brevard, Broward, Citrus, Clay, 
DeSoto, Escambia, Gadsden, Gilchrist, Hernando, Hillsborough, Holmes, Indian River, Jackson, Liberty, Marion, Martin, Nassau, 
Okeechobee, Osceola, Palm Beach, Polk, Seminole, Suwannee, Union, Volusia and Washington Counties, Florida. In addition, 
we have adequate gate stations to handle receipt of the gas into each of the distribution systems. We also own approximately 97 
miles of underground propane distribution mains in Worcester County, Maryland and facilities in Delaware and Maryland, which 
we use for propane-air injection during periods of peak demand.

We own and operate approximately 486 miles of natural gas transmission pipeline, extending from interconnects at Daleville, 
Honey Brook and Parkesburg, Pennsylvania; and Hockessin, Delaware, to 96 delivery points in southeastern Pennsylvania, 
Delaware and the eastern shore of Maryland and approximately 86 miles of natural gas transmission pipeline in Escambia, Indian 
River, Palm Beach, Pensacola, Polk, Suwannee and Volusia Counties, Florida. We also own approximately 45 percent of the 16- 
mile natural gas pipeline extending from the Duval/Nassau County line to Amelia Island in Nassau County, Florida. The remaining 
55 percent of the natural gas pipeline is owned by Peoples Gas.

We own and operate approximately 16 miles of electric transmission line located in Nassau County, Florida and approximately 
905 miles of electric distribution line in Calhoun, Jackson, Liberty and Nassau Counties, Florida.

Unregulated Energy Segment

We own bulk propane storage facilities, with an aggregate capacity of approximately 7.1 million gallons, in Delaware, Maryland, 
Virginia, Pennsylvania, and Florida. These facilities are located on real estate that is either owned or leased by us.
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We own approximately 204 miles of underground propane distribution mains in Delaware; Dorchester, Princess Anne, Queen 
Anne’s, Somerset, Talbot, Wicomico and Worcester Counties, Maryland; Chester and Delaware Counties, Pennsylvania; and 
Alachua, Brevard, Broward, Citrus, Duval, Hillsborough, Marion, Nassau, Orange, Palm Beach, Polk, Seminole, St. Johns and 
Volusia Counties, Florida.

We own 16 natural gas gathering systems and approximately 2,700 miles of pipeline in central and eastern Ohio.

Florida liens

All of the assets owned by FPU are subject to a lien in favor of the holders of its first mortgage bond securing its indebtedness 
under its Mortgage Indenture and Deed of Trust. These assets are not subject to any other lien as all other debt is unsecured. FPU 
owns offices and facilities in the following locations: Alachua, Brevard, Broward, Citrus, Hendry, Jackson, Nassau, Okeechobee, 
Palm Beach and Volusia Counties, Florida. The FPU assets subject to the lien also include: 1,980 miles of natural gas distribution 
mains (and related equipment) in its service areas; 16 miles of electric transmission line located in Nassau County, Florida; 905 
miles of electric distribution line located in Calhoun, Jackson, Liberty and Nassau Counties in Florida; propane storage facilities 
with a total capacity of 1.1 million gallons, located in south, central and north Florida; and 76 miles of underground propane 
distribution mains in Alachua, Brevard, Broward, Citrus, Duval, Hillsborough, Indian River, Marion, Martin, Nassau, Orange, 
Palm Beach, Polk, Seminole, St. Johns and Volusia Counties, Florida.

Item 3. Legal Proceedings.

See Note 21, Other Commitments and Contingencies to the Consolidated Financial Statements, which is incorporated into Item 
3 by reference.

Item 4. Mine Safety Disclosures.

Not applicable.

Part II

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

Common Stock Dividends and Stockholder Information:

Chesapeake Utilities common stock is traded on the New York Stock Exchange ("NYSE") under the ticker symbol CPK. As of 
February 15, 2019, we had 2,253 holders of record of our common stock. We declared quarterly cash dividends on our common 
stock totaling $1.4350 per share in 2018 and $1.2800 per share in 2017, and have paid a cash dividend to our common stock 
stockholders for 58 consecutive years. Future dividend payments and amounts are at the discretion of our Board of Directors and 
will depend on our financial condition, results of operations, capital requirements, and other factors.

Indentures to our long-term debt contain various restrictions which limit our ability to pay dividends. FPU’s first mortgage bonds, 
which are due in 2022, contain a similar restriction that limits the payment of dividends by FPU. Refer to Item 8, Financial 
Statements and Supplementary Data (see Note 13, Long-Term DebU in the consolidated financial statements) for additional 
information.

Purchases of Equity Securities by the Issuer
The following table sets forth information on purchases by us or on our behalf of shares of our common stock during the quarter 
ended December31, 2018.
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Period

Total 
. Number 
of Shares 

Purchased

Average
Price Paid 
per Share

Total Nuinber of Sham ^
. Purchased as Part of 

Publicly Announced Plans 
or Prt^rams

. Maximum Number of 
Shares That May Yet Be 

Purchased Under the Plans 
or Programs

October 1,2018 through October 31,2018^*’ 430 $ 83.03 — —
November 1,2018 through November 30,2018 — — — —
December l,2018throughDecember31,2018 — — „ — —

Total 430 $ 83.03 — —
In October 2018, we purchased shares of common stock on the open market for the purpose of reinvesting the dividend on shares held in the Rabbi Trust 

accounts for certain Directors and Senior Executives under the Non-Qualified Deferred Compensation Plan. The Non-Qualified Deferred Compensation Plan is 
discussed in detail in Item 8, Financial Statements and Supplementary Data (see Note 17, Employee Benefit Plans, in the consolidated financial statements). 
During the quarter, 430 shares were purchased through the reinvestment of dividends.

Except for tlie purpose described in footnote we have no publicly announced plans or programs to repurchase our shares.

Discussion of our compensation plans, for which shares of our common stock are authorized for issuance, is included in the section 
of our Proxy Statement captioned “Equity Compensation Plan Information” and is incorporated herein by reference.
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Common Stock Performance Graph
The stock performance graph and table below compares cumulative total stockholder return on our common stock during the five 
fiscal years ended December 31,2018, with the cumulative total stockholder return of the Standard & Poor’s 500 Index and the 
cumulative total stockholder return of select peers, which include the following companies: Atmos Energy Corporation; Black 
Hills Corporation; New Jersey Resources Corporation; NiSource Inc.; Northwest Natural Holding Company; Northwestern 
Corporation; ONE Gas Inc.; RGC Resources, Inc.; South Jersey Industries, Inc.; Spire Inc.; Unitil Corporation; and Vectren 
Corporation.

The comparison assumes $ 100 was invested on December 31,2013 in our common stock and in each of the foregoing indices and 
assumes reinvested dividends. The comparisons in the graph below are based on historical data and are not intended to forecast 
the possible future performance of our common stock.

Stock Performance
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2013 2014 2015 2016 2017 2018

Chesapeake Utilities $ 100 $ 127 $ 149 $ 179 $ 213 $ 225
Industry Index $ 100 $ 121 $ 135 $ 158 $ 189 $ 202
S&P 500 Index $ 100 $ 114 $ 115 $ 129 $ 157 $ 150
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ITEM 6. SELECTED FINANCIAL DATA

For the Year Ended December 31,
2018 2017 2016 2015 2014

Operating
(in thousands) 

Revenues
Regulated Energy $ 345,281 326,310 305,689

$■

301,902
■$

300,442
Unregulated Energy 420,617 324,595 203,778 162,108 184,961
Other businesses and eliminations (48,409) (33,322) (10,607) (4,766) 13,431

Total revenues $ 717,489 $ 617,583 $ 498,860 $ 459,244 $ 498,834
Operating income^’^

Regulated Energy $ 79,215 $ 74,584 $ 71,515 $ 62,137 $ 51,173
Unregulated Energy 16,901 12,631 14,066 16,437 . 1|1,686
Other businesses and eliminations (1,496) 205 402 418 104

Total operating income $ 94,620 $ 87,420 $ 85,983 $ 78,992 $ 62,963
Net income from continuing operations $ 56,580 $ 58,124 $ 44,675 $ 41,140 $ 36,092

As.sets ' f ^

(in thousands)
Gross property, plant and equipment $ 1,569;683 $1,312,117 $ 1,175,595 $ 1,007,489 $ 870,125
Net property, plant and equipment $ 1,383,972 $1,126,027 $ 986,664 $ 854,950 $ 689,762
Total assets $ 1,693,671 $■1,4X4,934 S 1,229,219 $1,067,421 $ 904,469
Capital expenditures $ 282,976 $ 191,103 $ 169,376 $ 195,261 $ 98,057

Capifiilization
,(in thousands)

Stockholders’ equity 518,439 $ 486,294 $ 446,086 $ 358,138 $ 300,322
Long-term debt, net of current maturities 316,020 197,395 136,954 149,006 158,486
Total capitalization $ 834,459 $ '683,689 $ 583,040 $ 507;144 S 458,808
Current portion of long-term debt 11,935 9,421 12,099 9,151 9,109
Short-term debt 294,458 : 250,969 •' *• i 209:871k; 7;&^/173,39T; 88,231
Total capitalization and short-term financing $ 1,140,852 $ 944,079 $ 805,010 $ 689,692 $ 556,148

(1) During the first quarter of 2018, we adopted amended FASB guidance on the presentation of net periodic and postretirement benefit cost ("net benefit cost"). 
As aresult, the components of net benefit cost other than the service component are presented below the subtotal of Operating Income in the consolidated statements 
of income. All prior periods have been recast to conform to this presentation.
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For the Year Ended December 31,
2018 2017 2016 2015 2014

Common Stock Data and Ratios
Basic earnings per share S 3.46 $ 3.56 $ 2.87 $ 2.73 $ 2.48
Diluted earnings per share $ 3.45 $ 3.55 $ 2.86 $ 2.72 $ 2.47

Diluted earnings per share growth -1 year (2.8)% 24.1% 5.1% 10.1% 9.3%

Diluted earnings per share growth - 5 year 8.8 % 12.3% 8.4% 8.4% 11.6%

Diluted earnings per share growth -10 year 10.1 % 10.7% 9.3% 8.4% 8.5%

Return on average equity 11.2 % 12.6% 11.3% 12.1% 12.2%

Common equity / total capitalization 62.1 % 71.1% 76.5% 70.6% 65.5%

Common equity / total capitalization and short-term
financing 45.4 % 51.5% 55.4% 51.9% 54.0%

Capital expenditures / average total capitalization 373 % 30.2% 31.1% 29.5% 22.9%

Book value per share S 31.65 $ 29.75 $ 27.36 $ 23.45 $ 20.59
Weighted average number of shares outstanding 16,369,616 16,336,789 15,570,539 15,094,423 14,551,308

Shares outstanding at year-end 16378,545 16,344,442 16,303.499 15,270,659 14,588,711

Cash dividends declared per share $ 1.44 $ 1.28 $ 1.20 $ 1.13 $ 1.07

Dividend yield (annualized) 1.8 % 1.7% 1.8% 2.0% 2.2%

Book yield 4.7 % 4.5% 4.7% 5.1% 5.4%

Payout ratio 41.6 % 36,0% 41.8% 41.5% 43.0%

Additional Data
Customers

Natural gas distribution 158,387 153,537 149,179 144,872 141,227

Electric distribution 32,185 32,026 31,695 31,430 31,272

Propane operations 56,915 54,760 54,947 53,682 53,272

Total employees 983 945 903 832 753

Shares and per share amounts for all periods presented reflect the three-for-two stock split declared on July 2,2014, effected in the form of a stock dividend, 
and distributed on September 8, 2014.

Dividend yield (annualized) is calculated by multiplying the fourth quarter dividend by four (4), then dividing that amount by the closing common stock price 
at December 31.

The book yield is calculated by dividing cash dividends declared per share (for the year) by average book value per share (for the year).
‘■’’The payout ratio is calculated by dividing cash dividends declared per share (for the year) by basic earnings per share.
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Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations

This section provides management’s discussion of Chesapeake Utilities and its consolidated subsidiaries, with specific information 
on results of operations, liquidity and capital resources, as well as discussion of how certain accounting principles affect our 
financial statements. It includes management’s interpretation of our financial results and our operating segments, the factors 
affecting these results, the major factors expected to affect future operating results as well as investment and financing plans. This 
discussion shouldbe read in conjunction with our consolidated financial statements and notes thereto in Item 8, Financial Statements 
and Supplementary Data.

Several factors exist that could influence our future financial performance, some of which are described in Item 1 A, Risk Factors. 
They should be considered in connection with forward-looking statements contained in this report, or otherwise made by or on 
behalf of us, since these factors could cause actual results and conditions to differ materially from those set out in such forward- 
looking statements.

The following discussions and those later in the document on operating income and segment results include the use of the term 
“gross margin," which is determined by deducting the cost ofsales from operating revenue. Cost of sales includes the purchased 
cost of natural gas, electricity and propane and the cost of labor spent on direct revenue-producing activities, and excludes 
depreciation, amortization and accretion. Gross margin should not be considered an alternative to operating income or net income, 
which are determined in accordance with GAAP We believe that gross margin, although a non-GAAP measure, is useful and 
meanin^l to investors as a basis for making investment decisions. It provides investors with information that demonstrates the 
profitability achieved by us under our allowed rates for regulated energy operations and under our competitive pricing structures 
for unregulated energy operations. Our management uses gross margin in measuring our business units ’performance and has 
historically analyzed and reported gross margin information publicly. Other companies may calculate gross margin in a different 
manner.

Earnings per share information is presented on a diluted basis, unless otherwise noted.

Overview and Highlights

{in thousands except per share data) Increase ; increase
For the Year Ended December 31. 2018 2017 (decrease) 2017 2016 (decrease)
Operating income:

■ !<•

Regulated Energy $ 79,215 $ 74,584 $ 4,631 $ 74,584 $ 71,515 $ 3,069
Unregulated Energy , 16,901 12,631 4,270 12,63 T 14,066 ..■il (1,435)
Other businesses and eliminations (1,496) 205 (1,701) 205 402 (197)

Total Operating Income 94,620 87,420 7,200 87,420 85,983
' 1

1,437
Other expense (615) (2,342) 1,727 (2,342) (2,328) (14)
Interest charges 16,431 12,645 3,786 12,645 10,639 : 2,006
Income Before Income Taxes 77,574 72,433 5,141 72,433 73,016 (583)
Income taxes 20,994 14,309 6,685 14,309 28,341 ;; (14,032)
Net Income $ 56,580 $ 58,124 $ (1,544) $ 58,124 $ 44,675 $ 13,449
Earnings Per Share of Common Stock:
Basic S 3.46 $ 3.56 $ (0.10) $ 3.56 $ 2.87 $ 0.69
Diluted S 3.45 $ 3.55 $ (0.10) $ 3.55 $ 2.86 $; 0.69
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2018 compared to 2017
Our net income decreased by approximately $1.5 million or $0.10 per share in 2018, compared to 2017. Key variances included:

(in thousands, except per share data)
Pre-tax
Income

Net
Income

Earnings 
Per Share

Year ended December 31,2017 Reported Results S 72,433 $ 58,124 S 3.55
Adjusting for unusual items:

Absence of the 2017 deferred tax revaluation benefit associated with the TCJA — (14,299) (0.87)
Net impact of PESCO's MTM activity 10,423 7,602 0.46
One-time separation expenses associated with a former executive (1,548) (1,421) (0.09)
Absence of Xeron expenses, including 2017 wind-down expenses 829 605 0.04

9,704 (7.513) (0.46)
Increased (Decreased) Gross Margins:

Eastern Shore and Peninsula Pipeline service expansions* 9,709 7,082 0.43
Pass-through of lower taxes to regulated energy customers*'^ (9,562) (6,975) (0.42)
Natural gas growth (excluding service expansions) 5,911 4,311 0.26
Implementation of Eastern Shore settled rates*^^^ 5,803 4,233 0.26
Impact on PESCO from Bomb Cyclone and pipeline capacity constraints (5,545) (4,044) (0.25)
Colder weather 5,046 3,680 0.22
Unregulated Energy growth, excluding PESCO 3,140 2,290 0.14
Florida electric reliability/modemization program* 1,516 1,106 0.07
Florida GRIP* . 1,277 932 0.06
Other margin for PESCO operations (net) (489) (357) (0.02)

16,806 12,258 0.75
Decreased (Increased) Other Operating Expenses^^’:

Depreciation, asset removal and property taxes (4,779) (3,486) (0.21)
Payroll expense (increased staffing and annual salary increases) (4,349) (3,172) (0.19)
Facilities maintenance costs (2,687) (1,960) (0.12)
Operating expenses to increase staffing, infrastructure and risk management systems 
necessary to support growth for PESCO*^^ (2,665) (1,944) (0.12)
Outside services (2,182) (1,592) (0.10)
Vehicle, other taxes and credit collections (1,551) (U31) (0.07)
Other employee-related expenses (1,100) (802) (0.05)

Incentive compensation costs 734 535 0.03
Outside regulatory costs 661 482 0.03
Early tennination of facility lease due to consolidation of operations facilities (423) (309) (0.02)

(18,341) (13,379) (0.82)

Interest charges (3,786) (2,762) (0.17)
Income taxes - Regulated Energy — 6,975 0.42
Other income tax effects - primarily the impact of income rate tax changes on 
Unregulated businesses _ 2,323 0.14
Net Other changes 758 554 0.04
Year ended December 31, 2018 Reported Results $ 77,574 S 56,580 $ 3.45

"Pass-through of lower taxes to regulated customers" represents the amounts that have already been refunded to customers or reserves 
established for future refunds and/or reduced rates to customers in 2018 as a result of lower taxes due to the TCJA. Refunds made to 
customers are offset by the corresponding decrease in federal income taxes expense and are expected to have no net impact on net income. 
Excluding amounts refunded to customers associated with the TCJA, which are broken out separately and discussed in footnote 1.

^^^As a result of increased staffing, infrastructure and risk management systems to support growth for PESCO, operating expenses for PESCO 
are presented separately.

* See the Major Projects and Initiatives table.
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2017 compared to 2016
Our net income increased by approximately $13.4 million or $0.69 per share (diluted) in 2017, compared to 2016. Key variances 
included:

Pre-tax Net Earnings
(in thousands, except per share data) Income Income Per Share
Year ended December 31,2016 Reported Results $ 73,016 $- 44,671 $ h 2.86

Adjusting for unusual items:

Deferred tax revaluation benefit associated with the TCJA — 14,299 0.87

Net impact of PESCO's MTM activity (5,783) (3,499) (0.21)

Impact of winding down of Xeron operations and absence of 2016 loss 745 451 0.03

(5,038) 11,251 0.69

Increased (Decreased) Gross Margins: ... • h

Eight Flags’ CHP plant 4,901 2,965 0.19

Implementation of new base rates for Eastern Shore* ; ^6S^: 2,234 . . ii. 0.14

PESCO - margin from operations 3,365 2,036 0.13

Natural gas growth (excluding service expansions) 2,818 1,705 : V 0.11

Service expansions* 2,062 1,248 0.08

Florida GRIP* 1,902 1^151 - ' 0.07

Aspire Energy rates and management fees 1,125 680 0.04

Customer consumption (non-weather), ,, 721 436 ^ - 0.03
i:

Implementation of Delaware Division settled rates 831 503 0.03

Wholesale propane sales and margins 678 410 0.03

Retail propane margins 645 390 0.02

Weather impact 578 350 .i 0.02

Margin from Sandpiper System Improvement Rate 291 176 0.01

- 23,610 14,284;. . ii 0.90

(Increased) Decreased Other Operating Expenses:

Payroll expense (6,487) (3,925) (0.25)

Depreciation, asset removal and property tax costs due to new capital investments (5,120) (3,098) (0.20)
Eight Flags' operating expenses (2,920) . (1,767) . ii (0.11)
Benefit and other employee-related expenses (1,485) (899) (0.06)

Regulatory expenses associated with rate filings : - .(1,005) (608> 1i (0.04)
Taxes other than property and income (739) (447) (0.03)
Credit, collections & customer service expenses 515 311 0.02

Outside services and facilities maintenance costs 417 252 0.02

Vehicle expenses •' (372) ‘ ■ (225) (0.01)

Sales and advertising expenses (259) (157) (0.01)

. . ,(17,455) (10,563) (0.67)

Increase in outstanding shares from the September 2016 public offering — — (0.16)

Interest charges . (2,006) (1,214). h. ^ (0.08)
Change in other expense (191) (115) (0.01)

Change in effective tax rate prior to tax reform (500) ;; (0.03)

Net other changes 497 306 0.05

Year ended December 31,2017 Reported Results $ 72,433 $ 58,124 $ 3.55

See the Major Projects and Initiatives table.
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Summary of Key Factors

Recently Completed and Ongoing Major Projects and Initiatives
We constantly seek and develop additional projects and initiatives in order to increase shareholder value and serve our customers. 
The following table represents the major projects recently completed and currently underway. In the future, we will add new 
projects to this table as such projects are initiated:

Gross Margin for the Period

Project / Initiative
(in thousands)
Florida GRIP 
Eastern Shore Rate Case
Florida Electric Reliability/Modemization Pilot Program 
New Smyrna Beach, Florida^'^
2017 Eastern Shore System Expansion - including interim services 
Northwest Florida Expansion^’^
Western Palm Beach County, Florida Expansion^^^
Marlin Gas Services
Ohl propane acquisition (rolled into Sharp)
Total

Year Ended December 31,
Estimate for 

Fiscal
2016 2017 2018 2019

$ 11,552 $ 13,454 $ 14,731 $ 16,276

— 3,693 9,496 9,800

— 94 1,610 1,558

— 235 1,409 1,409

— 483 8,015 15,709

— - 3,485 6,500

— — 54 1,250

— — no 4,475

— — — 1,200
$ 11,552 $ 17,959 $ 38,910 $ 58,177

Gross margin amount included in this table has not been adjusted to reflect the impact of the TCJA. The refiands and rate reductions implemented were or 
will be, offset by lower federal income taxes due to the TCJA.

Onsoins Growth Initiatives 

Florida GRIP

Florida GRIP is a natural gas pipe replacement program approved by the Florida PSC that allows automatic recovery, through 
rates, of costs associated with the replacement of mains and services. Since the program's inception in August 2012, we have 
invested $127.0 million to replace 268 miles of qualifying distribution mains, including $13.3 million and $10.8 million during 
2018 and 2017, respectively. GRIP generated additional gross margin of $1.3 million in 2018 compared to 2017.

Reeulatorv Proceedings

Eastern Shore Rate Case
Eastern Shore's rate case settlement agreement became final on April 1,2018, with settlement rates effective August 1,2017 and 
tax-adjusted rates effective January 1, 2018. The final agreement increases Eastern Shore's operating income by $6.6 million, 
representing an estimated $9.8 million in additional margin from base rates offset by an estimated $3.2 million in lower federal 
income tax expense for Eastern Shore resulting from the TCJA. In 2018, Eastern Shore recognized incremental gross mai^in of 
approximately $5-8 million and provided rate reductions to customers totaling approximately $3.3 million as a result of the new 
rates. Annual margin from the new rates in future years is estimated to be $9.8 million.

Florida Electric Reliability/Modernization Pilot Pro^am
In December 2017, the Florida PSC approved a $ 1.6 million annualized rate increase, effective January 2018, for the recovery of 
a limited number of investments and costs related to reliability, safety and modernization for our Florida electric distribution 
system. This increase will continue through at least the last billing cycle of December 2019. For the years ended December 31, 
2018 and 2017, incremental gross margin of $1.5 million and $94,000, respectively, was generated by this program.
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Major Projects and Initiatives Currently Underway

New Smyrna Beach, Florida Project
In the fourth quarter of 2017, we commenced construction of a 14-mile natural gas transmission pipeline to serve current customers 
and planned customer growth in the New Smyrna Beach service area. A portion of the project was placed into service at the end 
of 2017, and the remainder was placed into service during the fourth quarter of 2018. For the year ended December 31,2018, the 
project generated incremental gross margin of approximately $1.2 million compared to 2017 and is expected to generate $1.4 
million in annual gross margin going forward.

2017 Eastern Shore System Expansion Project
From November 2017 to December 2018, Eastern Shore substantially completed the construction of a system expansion project 
that increased its capacity by 26 percent. The first phase of the project was placed into service in December 2017. The project 
generated $7.5 million in incremental gross margin, including margin from interim services, for the year ended December 31, 
2018, compared to 2017. It is expected to produce annual gross margin of approximately $15.7 million in 2019, $15.8 million 
from 2020 through 2022 and $13.2 million thereafter.

Northwest Florida Expansion Project
In our first expansion of natural gas service into Northwest Florida, Peninsula Pipeline completed construction of transmission 
lines and the Florida natural gas division completed construction of lateral distribution lines to serve several customers. The project 
was placed into service in May 2018 and generated gross margin of $3.5 million during 2018. The estimated annual gross margin 
going forward is $6.5 million.

Western Palm Beach County Belvedere, Florida Project
Peninsula Pipeline is constructing four transmission lines to bring natural gas to our distribution system in West Palm Beach, 
Florida. The first phase of this project was placed into service in December 2018 and generated gross margin of $54,000 during 
2018. We expect to complete the remainder of the project in phases through early 2020 and estimate gross margin of $ 1.3 million 
in 2019 and approximately $5.4 million in future years once fully in service.

Marlin Gas Services
In December 2018, Marlin Gas Services, our newly created subsidiary, acquired certain operating assets of Marlin Gas Transport, 
a supplier of mobile compressed natural gas utility and pipeline solutions. The acquisition will allow us to offer solutions to 
address supply interruption scenarios and provide other unique applications where pipeline supplies are not available or cannot 
meet customer requirements. Operating margins generated in 2018 were immaterial, given the date of acquisition. We estimate 
that this acquisition will generate additional annual gross margin of approximately $4.5 million in 2019, with potential for additional 
grovrth in future years.

Ohl Propane Acquisition
In December 2018, Sharp Energy acquired certain propane customers and operating assets of R.F. Ohl Fuel Oil, Inc ("Ohl"). Ohl 
provided propane distribution service to approximately 2,500 residential and commercial customers in Pennsylvania, located 
between two of Sharp’s existing districts. The customers and assets acquired from Ohl have been assimilated into Sharp. Operating 
margins generated in 2018 were immaterial, given the date of acquisition. We estimate that this acquisition will generate additional 
gross margin of approximately $ 1.2 million for Sharp in 2019, with the potential for additional growth in future years.

Future Projects Not Included in the Table Above

Del-Mar Energy Pathway Project
In September 2018, Eastern Shore filed for FERC authorization to construct the Del-Mar Energy Pathway project to provide an 
additional 14,300 Dts/d of capacity to four customers. The benefits of this project include additional natural gas transmission 
pipeline infrastructure in eastern Sussex County, Delaware, and the initial extension of Eastern Shore’s pipeline system into 
Somerset County, Maryland. The estimated annual gross margin from this project is $5.1 million. Eastern Shore anticipates that 
this project will be fully in-service by the third quarter of 2020, assuming that the FERC authorizes the project by August 2019.

Other Major Factors Influencing Gross Margin 

Weather and Consumption

The impact of colder temperatures on customer consumption during 2018 contributed $5.0 million in incremental gross margin 
compared to 2017. While 2018 was colder than 2017, it was still 1.1 percent warmer than normal (average across our service 
territories). Normal weather during 2018 would have generated $4.0 million in additional gross margin. The following table 
summarizes HDD and CDD variances from the 10-year average HDD/CDD ("Normal") for 2018, 2017 and 2016.
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HDD and CDD Information

For the Years Ended December 31, 
Delmarva

Actual HDD
10-Year Average HDD (''Normal") 
Variance from Normal

Florida
Actual HDD
10-Year Average HDD ("Normal") 
Variance from Normal

Ohio
Actual HDD
10-Year Average HDD ("Normal'') 
Variance from Normal

Florida
Actual CDD
10-Year Average CDD ("Normal") 
Variance from Normal

2018 2017 Variance 2017 2016

4,251
4,379

3,800
4,374

451
5

3,800
4,374

3,979
4,453

Variance

(179)
(79)

(128) (574) (574) (474)

780 533 247 533 672 (139)
800 818 (18) 818 828 (10)
(20) (285) (285) (156)

5,845 5,126 719 5,126 5,529 (403)
5,823 5,914 (91) 5,914 5,918 (4)

22 (788) (788) (389)

3,105 3,013 92 3,013 3,152 (139)
2,889 2,865 24 2,865 2,820 45

216 148 148 332

Hurricane Michael Update
In October 2018, Hurricane Michael passed through FPU's electric distribution operation's service territory in Northwest Florida. 
The hurricane caused widespread and severe damage to FPU's infrastructure resulting in 100 percent of its customers losing 
electrical service. FPU has restored service to those customers who were able to accept service following Hurricane Michael after 
a significant hurricane restoration effort. In conjunction with restoring these services, FPU expended over $60 million to restore 
service, which has been recorded as new plant and equipment or charged against FPU’s accumulated depreciation and storm 
reserve. We have begun preparing the necessary regulatory filings to seek recovery for the costs incurred, including replenishment 
of our storm reserve. In conjunction with the hurricane-related expenditures, we executed two 13-month unsecured term loans 
as temporary financing, each in the amount of $30 million. The interest cost associated with these loans is LIBOR plus 75 basis 
points. One of the term loans was executed in December 2018 and the other was executed in January 2019. The storm did not 
have a material impact on our financial results in 2018 as services were restored to a majority of our customers, and is not expected 
to have a significant impact going forward as we will be seeking recovery of the storm costs through rates.

Natural Gas Distribution Customer and Consumption Growth
Customer growth for our natural gas distribution operations generated $3.9 million in additional gross margin for the year ended 
December 31,2018 compared to the same period in 2017. The additional margin was generated from an increase of approximately 
3.3 percent in the average number of residential customers served, growth in volumes delivered to commercial and industrial 
customers on the Delmarva Peninsula and in Florida, and new service initiated to customers in Northwest Florida. Higher residential 
and commercial customers' consumption increased gross margin by $2.0 million for the year ended December 31,2018 compared 
to the same period in 2017.
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(in thoitsands)
Customer growth:

Residential . .
Commercial and industrial, excluding new service in Northwest Florida 
New service in Northwest Florida 

Total customer growth 
Volume growth:
Residential
Commercial and industrial 
Other - including unbilled revenue 

Total volume growth 
Total natural gas distribution growth

Increase (decrehW) in 
Margin in 2018

$ 1,604
1,322 

ii; .987
3,913

;
655

.1i''U22
(179)

1,998
$ 5,911

Propane Operations
The Company's Florida and Mid-Atlantic propane distribution operations continue to pursue a multi-pronged growth plan, which 
includes: targeting retail and wholesale customer growth in existing markets, both organically as well as through acquisitions; 
incremental growth from recent and planned start-ups in new markets; targeting new community gas systems in high growth areas; 
further build-out of the Company's propane vehicular platform through AutoGas fueling stations; and optimization of its supply 
portfolio to generate incremental margin opportunities. Our propane operations and AutoGas segment install and support propane 
vehicle conversion systems for vehicle fleets, including converting fleets to bi-fliel propane-powered engines and providing on
site fueling infrastructure. These operations generated $4.9 million during the year ended December 31,2018 compared to 2017. 
Colder temperatures accounted for $2.2 million of the margin increase. The balance of the gross margin increase for the year 
reflected the impact of the growth strategies discussed above, including generating approximately a four-percent increase in 
customers. Supply management initiatives have also increased retail propane margins from many customer classes and margin 
from wholesale propane sales.

PESCO

In 2018, PESCO's gross margin increased by $4.4 million compared to 2017. Higher gross margin in 2018 from PESCO resulted 
from the following:

(in thousands)
Net impact of PESCO's MTM activity ' ' - '
Net impact of extraordinary costs associated with the 2018 Bomb Cyclone for the Mid-Atlantic wholesale portfolio
Loss for the Mid-Atlantic retail portfolio caused by pipeline capacity constraints in January and weather in February 
2018
Other margin for PESCO operations (net)
Total Change in Gross Margin for PESCO in 2018 , , ; : r

Margin
Impact

$r; 10,423
(3,284)

(2,261)
(489)

$i 439

The 2018 Bomb Cyclone refers to the high-intensity winter storms in early January 2018 that impacted the Mid-Atlantic region and which had aresidual impact 
on our businesses through the month of February. The exceedingly high demand and associated impacts on pipeline edacity and gas supply in the Mid-Atlantic 
regioncreatedsignificanfunusualcostsforPESCO. While such concerted impactswillrecurinfrequently, ourmanagementrevisitedandrefmed its riskmanagement 
strategies and implemented additional controls.

For the year ended December 31,2018, PESCO reported an operating loss of $ 1.4 million, compared to an operating loss of $3.1 
million during the prior year period. The year-over-year improvement in operating loss reflects primarily increased gross margin 
of $4.4 million, for the reasons discussed in the table above, which was offset by an increase of $2.7 million in other operating 
expenses as a result of increased staffing, infrastructure and risk management system costs to ensure the appropriate infrastructure 
is in place as PESCO executes its growth strategy.

Xeron

Xeron's operations were wound down during the second quarter of 2017. Operating income in 2018 improved by $718,000 over 
2017, due to the absence of an operating loss and wind-down expenses incurred in 2017.
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Regulated Energy

For the Year Ended December 31. 2018 2017
Increase

(decrease) 2017 2016
Increase

(decrease)
(in thousands)
Revenue $ 345,281 $ 326,310 $ 18,971 $ 326,310 $ 305,689 $ 20,621
Cost of sales 121,828 118,769 3,059 118,769 109,609 9,160
Gross margin 223,453 207,541 15,912 207,541 196,080 11,461
Operations & maintenance 97,741 90,931 6,810 90,931 86,434 4,497
Gain from a settlement (130) (130) — (130) (130) —
Depreciation & amortization 31,876 28,554 3,322 28,554 25,677 2,877
Other taxes 14,751 13,602 1,149 13,602 12,584 1,018
Other operating expenses 144,238 132,957 11,281 132,957 124,565 8,392
Operating Income $ - 79,215 $ 74,584 $ 4,631 $ 74,584 $ 71,515 $ 3,069

2018 compared to 2017

Operating income for the Regulated Energy segment for 2018 was $79.2 million, an increase of $4.6 million, or 6.2 percent, 
compared to 2017. Adjusting for the estimated pass-through of lower taxes to customers, operating income increased by $14.2 
million or 19.0 percent, compared to the prior year. The growth in operating income was due to an increase in gross margin of 
$15.9 million, $25.5 million adjusted for the tax pass-through, partially offset by $11.3 million in higher other operating expenses 
to support the margin growth. Growth in 2018 was strong across all business units in the regulated energy segment with the most 
significant contributions coming from expansions at Peninsula Pipeline and Eastern Shore, customer and consumption growth in 
the natural gas distribution operations, colder weather, and safety and reliability investments in the Florida electric and gas 
distribution operations.

Gross Marsin
Items contributing to the year-over-year gross margin increase are listed in the following table:

(in thousands) _Margin Impact
Eastern Shore and Peninsula Pipeline service expansions 
Natural gas growth (excluding service expansions)
Implementation of Eastern Shore settled rates 
Colder weather
Florida electric reliability/modemization program 
Florida GRIP 
Other 

Total
Less: Pass-through to regulated customers of lower taxes as a result of the TCJA*
Year-over-year increase in gross margin

*As a result of the TCJA and resulting directives by federal and state regulatory commissions, we reserved or refunded to customers of our regulated businesses 
an estimated $9.6 million in 2018. In some jurisdictions, we have paid refunds to customers, while in other jurisdictions, we have established reserves until 
agreements are approved and changes are made to customer rates. The reserves and lower customer rates are equal to the estimated reduction in federal income 
taxes due to the TCJA and have no material impact on after-tax earnings from the Regulated Energy segment.

The following is a narrative discussion of the significant items in the foregoing table, which we believe is necessary to understand 
the information disclosed in the table.

Service Expansions
The following natural gas pipeline service expansions generated additional gross margin of $9.7 million in 2018:

• $7.5 million from Eastern Shore's services, including those provided to customers on an interim basis, in conjunction 
with portions of Eastern Shore's 2017 Expansion Project that were placed in service, partially offset by the absence of 
$2.0 million in short-term contracts that were replaced by long-term service agreements; and

• $4.7 million generated by Peninsula Pipeline from the New Smyrna Beach and Northwest Pipeline Expansion Projects.

$ 9,709
5,911
5,803
1,788
1,516
1,277
(530)

25,474
(9,562)

$ 15,912
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Natural Gas Growth (excluding service expansions)
We generated increased gross margin of $5.9 million in 2018 from natural gas growth and consumption (excluding service 
expansions) primarily from the following:

• $2.3 million and $1.6 million, respectively, from residential and commercial customer growth in Florida and on the 
Delmarva Peninsula; and

• $2.0 million from higher sales volumes (consumption) on the Delmarva Peninsula and in Florida that were not driven by 
weather.

Implementation of Eastern Shore's Settled Rates
Eastern Shore generated additional gross margin of $5.8 million from the implementation of new rates as a result of its rate case 
filing. See Note 19, Rates and Other Regulatory Activities, to the consolidated financial statements for additional details.

Colder Weather
Temperatures during 2018 were 1.1 percent warmer than normal (average across our service territories), compared to 14.8 percent 
warmer than normal (average across our service territories) during 2017. The colder weather increased usage and generated $1.8 
million in additional margin for 2018.

Florida Electric Reliability/Modernization Program
This program generated incremental gross margin of $1.5 million in 2018. See Note 19, Rates and Other Regulatory Activities, 
to the consolidated financial statements for additional details.

Florida GRIP
Continued investment in the Florida GRIP generated additional gross margin of $1.3 million in 2018 compared to 2017.

Impact of the TCJA on Customer Rates
Implementation oftheTCJA in2018, decreased gross margin by $9.6 million due to refunds and reserves for future refunds and/ 
or rate reductions to customers. The decrease in gross margin was offset by an equal reduction in federal income taxes, and, 
therefore had no impact on net income. See Note 19, Rates and Other Regulatory Activities, for additional discussion of the TCJA 
impact.

Other Oueratins Expenses

Other operating expenses increased by $11.3 million, incurred primarily to support business growth. The significant factors 
contributing to the increase in other operating expenses included:

• $4.2 million in higher depreciation, asset removal and property tax costs associated with recent capital investments;
• $2.4 million in higher payroll expenses related to stafFmg and salary increases. This increase was partially offset by lower 

incentive compensation costs of $737,000;
• $2.2 million in higher costs related to outside services to support growth;
• $1.7 million in higher facilities and maintenance costs to maintain system integrity;
• $869,000 in higher vehicle, other taxes and credit collections; and
• $514,000 in other employee-related expenses.
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2017 compared to 2016

Operating income for the Regulated Energy segment for 2017 was $74.6 million, an increase of $3.1 million, or 4.3 percent, 
compared to 2016. The increased operating income was due to an increase in gross margin of $11.5 million, partially offset by 
higher other operating expenses of $8.4 million.

Grosa Margin

Items contributing to the year-over-year gross margin increase are listed in the following table;

(in thousands) Margin Impact
Implementation of Eastern Shore rates $ 3,693
Natural gas growth (including customer and consumption growth but excluding service 
expansions) 2,818
Eastern Shore and Peninsula Pipeline service expansions 2,062
Florida GRIP 1,902
Implementation of Delaware Division rates (2017 Settlement) 831
New natural gas transmission and distribution service to Eight Flags CHP plant 537
Other (382)
Year-over-year increase in gross margin $ 11,461

The following is a narrative discussion of significant items in the foregoing table for which we have additional information that 
we believe is necessary to understand the information disclosed in the table.

Implementation of Eastern Shore Rates
Eastern Shore generated additional gross margin of $3.7 million from implementation of new base rates in 2017 as a result of its 
rate case filing. See Note 19, Rates and Other Regulatory Activities, to the consolidated financial statements for additional details.

Natural Gas Growth (including customer and consumption growth but excluding service expansions)
In 2017, growth in customers and consumption generated increased gross margin of $2.8 million including:

• $1.6 million from a 3.8 percent increase in the average number of residential customers served by the Delmarva natural 
gas distribution operations, as well as growth in the number of commercial and industrial customers served; and

• $1.2 million from our Florida natural gas distribution operations' customer growth, with approximately two-thirds of the 
margin growth generated from commercial and industrial customers and one-third generated from new residential 
customers.

Service Expansions
We generated additional gross margin of $2.1 million in 2017 from the following natural gas services:

• $1.2 million from short-term firm service available through Eastern Shore's natural gas receipt capacity from TETLP;

• $433,000 from interim services provided by Eastern Shore after a portion of an expansion project was placed in service 
in December 2017;

• $298,000 from Eastern Shore's increased long-term firm service rates for an industrial customer in Delaware; and

• $23 5,000 generated by Peninsula Pipeline from the New Smyrna Beach Expansion Project.

Florida GRIP
Increased investment in GRIP generated additional gross margin of $1.9 million in 2017 compared to 2016.

Implementation of Delaware Division Rates
Our Delaware Division generated additional gross margin of $831,000 as a result of its rate case settlement in 2017.

Service to Eight Flags
We generated additional gross margin of $537,000 in 2017, compared to 2016, from new natural gas transmission and distribution 
services provided to Eight Flags' CHP plant.
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Other Operating Expenses

Other operating expenses increased by $8.4 million. The significant components of the increase in other operating expenses 
included:

• $4.1 million in higher depreciation, asset removal and property tax costs associated with recent capital investments;
• $3.6 million in higher payroll expenses for additional personnel to support growth; and
• $1.0 million in increased regulatory expenses, due primarily to costs associated with Eastern Shore’s rate case filing in 

2017; which was partially offset by
• $529,000 in lower credit, collection and customer services expenses.

UNREGULATED ENERGY

Increase Increase
For the Year Ended December 31. 2018 2017 (decrease): 2017 2016 (decrease)
(in thousands)
Revenue S 420,617 $ 324,595 $ 96,022: 324,595 $ 203,778 $ I 120,817
Cost of sales 336,819 252,023 84,796 252,023 138,816 113,207
Gross margin 83,798 72,572 11,226 72,572 64,962 ' 7,610
Operations & maintenance 54,263 48,576 5,687 48,576 42,437 6,139
Depreciation & amortization 8,845 ' ^ 7,954 891 7,954 6,386- 1,568
Other taxes 3,789 3,411 378 3,411 2,073 1,338
Other operating expenses 66,897 59,941 - 6,956 59,941 50;896 : ( 9,045
Operating Income $ 16,901 $ 12,631 $ 4,270 $ 12,631 $ 14,066 $ (1,435)

2018 Compared to 2017

Operating income for the Unregulated Energy segment for 2018 was $16.9 million, an increase of $4.3 million compared to 2017. 
The increased operating income was due to an increase in gross margin of $ 11.2 million, which was partially offset by an increase 
of $7.0 million in other operating expenses.

Given the impact of the MTM gain and loss recorded by PESCO in the first quarter of 2018 and fourth quarter of 2017, respectively, 
and the increased staffing, infi’astructure and risk management systems implemented to support PESCO's growth, the Company 
is continuing to present PESCO’s 2018 results separate from the rest of its Unregulated Energy segment:

Unresulated Energy. excludiri2 PESCO

For the Year Ended December 31.
(in thousands)
Gross margin
Depreciation, amortization and 
property taxes
Other operating expenses 
Operating Income

2018 2017
Increase

(decrease) 2017 2016
i Increase 
(decrease)

"S 77,197 $ 70,360 $ -' 6,837 - $- 70;360 $■ 60,332- $;’ 10,028

- A

9,678 9,081 597 9,081 7,047 2,034

$ 18,322 $ 15,775 $ 2,547 $ 15,775 $ 12,200 $ 3,575
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Gross Margin
Items contributing to the year-over-year increase in gross margin are listed in the following table:

(in thousands)
Prop^e Qberatibhs

Customer growth, increased sales volumes (non-weather related) and other factors 
Additional customer consumption from colder weaker 
Decreased margins per gallon in certain customer classes 
Sendee, appliances andQthOT^es : ^
Higher wholesale propane margins and sales 

Aspire Energy ^ v-; ^
Higher customer consumption from colder weather 
Increase in rates effective on various dates in 20 is /

Other
Year-6ver-year increase in gross margin

Margin Impact

2,947
2,241
^977)

404
287

1,017
602
316

6,837

The following is a narrative discussion of the significant items in the foregoing table, which we believe is necessary to understand 
the information disclosed in the table.

Propane Operations - Increased Margin Driven by Growth and Other Factors
Gross margin increased by $2.9 million, due to increased propane sales as a result of customer growth, higher sales volumes and 
other factors in Florida and the Mid-Atlantic region.

Propane Operations - Increased Customer Consumption - (Weather)
Gross margin increased by $2.2 million, due primarily to increased customer consumption in the Mid-Atlantic region as a result 
of colder temperatures in 2018 compared to 2017.

Aspire Energy - Increased Customer Consumption (Weather)
Gross margin increased by $ 1.0 million, as a result of increased natural gas delivered, due primarily to colder temperatures in 2018 
when compared to temperatures in 2017.

Propane Operations - Decreased retail margins per gallon for certain customer classes
Gross margin decreased by $ 1.0 million, driven by lower sales prices for primarily two customer classes in response to market 
conditions.

Propane Operations - Services, appliances and other fees
Gross margin increased by $404,000, from services, appliances and other fees.

Aspire Energy - Increased Margin Driven by Changes in Rates
Gross margin increased by $602,000, due primarily to changes in customer rates on various dates during 2018.

Wholesale Propane Margins
Gross margin increased by $287,000, in 2018 due to a higher realized margin per gallon and an increase in volumes delivered for 
the Mid-Atlantic propane operations.
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PESCO

For the Year Ended December 31,
(in thousands)
Gross margin
Depreciation, amortization and 
property taxes
Other operating expenses 
Operating Income

2018 2017
Increase

(decrease) 2017 2016
Increase

(dWrease)

$ 6,601 S' 2,212 ^ $ 4,389 ■$ 2,212^^ $ 4,630 : $ |f (2,418)

604 206 398 206 18 188
7,418 5,150 • ■ 2,268'" ' 5,l50^' ' ' 2,746 ' 'i - 2,404^

$ (1,421) $ (3,144) $ 1,723 $ (3,144) $ 1,866 $ (5,010)
In 2018, PESCO’s gross margin increased by $4.4 million compared to 2017. Higher gross margin in 2018 from PESCO resulted 
from the following:

Margin
(in thousands) Impact
Net impact of PESCO'sMlMa^yity^ -^^^^^^^ .....! ^
Net impact of extraordinary costs associated with the 2018 Bomb Cyclone for the Mid-Atlantic wholesale portfolio (3,284)
Loss for the Mid-Atlantic retail portfolio caused by pipeline capacity constraints in Janiiaiy arid weather in February "'
2018
Other margin for PESCO operations (net)
TotalCh^e " -

(2,261)
(489)

'O'sV^v' *>: 5. •; : j

The 2018 Bomb Cyclone refers to the high-intensity winter storms in early January 2018 that impacted the Mid-Atlantic region and which had a residual 
impact on our businesses through the month of February. The exceedingly high demand and associated impacts on pipeline capacity and gas supply in the 
Mid-Atlantic region created significant, unusual costs for PESCO. While such concerted impacts are not expected to occur frequently, our management 
revisited and refined its risk management strategies and implemented additional controls.

Other Operating Exvenses

Other operating expenses increased by $7.0 million in 2018 compared to 2017. The significant components of the increase in 
operating expenses included:

• $2.7 million in higher expenses as a result of increased staffing, infrastructure and risk management system costs to 
ensure the appropriate infrastructure is in place as PESCO executes its growth strategy;

• $1.9 million in higher payroll expense for additional personnel to support growth and increased deliveries driven by the 
colder weather in 2018 compared to 2017;

• $953,000 in higher facilities maintenance costs as a result of ongoing compliance activities;
• $597,000 in higher depreciation, amortization and property tax expense due to increased investments; and
• $586,000 in other employee-related costs.

2017 Compared to 2016

Operating income for the Unregulated Energy segment for 2017 was $12.6 million, a decrease of $1.4 million compared to 2016. 
Tlie decreased operating income was due to an increase in gross margin of $7.6 million, which was offset by an increase of $9.0 
million in other operating expenses. Gross margin and operating income, excluding the impact of the unrealized MTM loss on 
energy-related derivatives, grew by $13.4 million, or 20.6 percent, and $4.3 million, or 30.9 percent, respectively, during 2017, 
compared to 2016.
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Gross Marsin

Items contributing to the year-over-year increase in gross margin are listed in the following table: 

(in thousands)
PESCO - unrealized MTM loss
Eight Flags' CHP plant
PESCO - margin from operations
Customer consumption - weather and other
Pricing amendments to Aspire Energy's long-term sales agreements
Higher wholesale propane sales and margins
Wind-down of Xeron operations
Improved retail propane margins
Other
Year-over-year increase in gross margin

Margin Impact
$ (5,783)

4.365
3.365 
2,144 
1,125

678
658
645
413

7,610

The following is a narrative discussion of the significant items in the foregoing table, which we believe is necessary to understand 
the information disclosed in the table.

Natural Gas Marketing - PESCO
PESCO’s gross margin decreased by $2.4 million due primarily to $5.8 million in the unrealized MTM loss related to PESCO's 
financial derivatives contracts that were valued at the end of the year; offset by $3.4 million in additional gross margin generated 
primarily from: (a) providing natural gas to end users within one customer pool pursuant to a supplier agreement with Columbia 
Gas of Ohio, which expired on March 31,2017, and (b) an increase in commercial and industrial customers served in Florida.

Eight Flags
Eight Flags' CHP plant generated $4.4 million in additional gross margin in 2017 during its first full year of operations. 

Customer Consumption - Weather and Other
Gross margin increased by $2.1 million due to higher, non-weather related sales volumes for our propane operations, increased 
weather driven demand at Aspire Energy and for our Mid-Atlantic propane operations in the fourth quarter and for our Florida 
propane operations during the third quarter of 2017.

Pricing Amendments to Aspire Energy's Long-Term Agreements
An increase in gross margin of $ 1.1 million due to favorable pricing amendments to several long-term sales agreements. 

Wholesale Propane Sales and Margins
Gross margin increased by $678,000, due primarily to increased volumes and favorable supply management activities for the Mid- 
Atlantic propane operations, as well as higher margins in Florida.

Wind-down of Xeron operations
The absence of the prior year operating loss from Xeron increased gross margin by $658,000.

Retail Propane Margins
Gross margin increased by $645,000, due primarily to favorable supply management activities and market conditions.

Other Overatim Expenses

Other operating expenses increased by $9.0 million. The significant components of the increase in other operating expenses 
included:

• $2.9 million in higher operating expenses by Eight Flags' CHP plant in support of the margin generated;
• $2.9 million in higher payroll costs for additional personnel to support growth;
• $ 1.0 million in higher depreciation expense, of which $476,000 relates to lower depreciation recorded in 2016 as a result 

of the final accounting for the acquisition of Aspire Energy;
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$ 1.0 million in higher benefits and employee-related costs in 2017; and 
$594,000 in higher taxes, other than property and income taxes.

Other Expense, Net
Other expense, net for 2018 was $615,000, and was $2.3 million for both 2017 and 2016. Other expense, net includes non-operating 
investment income (expense), interest income, late fees charged to customers, gains or losses from the sale of assets for our 
unregulated business and pension and other benefits expense. The decrease in other expense, net in 2018 was due to a decrease 
in pension expenses when compared to 2017 and the absence of a lease termination payment which occurred in 2017.

Interest Charges

2018 Compared to 2017
Interest charges for 2018 increased by approximately $3.8 million, compared to 2017. The increase is attributable $3.3 million in 
additional interest due to higher short-term borrowings and higher short-term interest rates as well as $1.5 million in additional 
interest on long-term debt, largely as aresult of the issuance of the Prudential Shelf Notes in April 2017 and the NYL Shelf Notes 
(Series A) in May 2018. These increases were partially offset by allowance for funds used during construction ("AFUDC") of 
approximately $1.1 million, primarily from Eastern Shore and Peninsula Pipeline.

2017 Compared to 2016
Interest charges for 2017 increased by approximately $2.0 million compared to 2016. The increase is attributable to $1.3 million 
in additional interest due to higher short-term borrowings and $1.0 million in additional interest on long-term debt, largely as a 
result of the issuance of the Prudential Shelf Notes in April 2017. The balance of the increase reflects higher interest expense on 
customer deposits.

Income taxes

2018 Compared to 2017
Income tax expense was $21.0 million for 2018 compared to S14.3 million for 2017. The increase in income tax expense in 2018 
was due primarily to enactment of the TCJA in 2017, which resulted in a one-time decrease in our deferred income tax expense 
for 2017 by $14.3 million. Our effective income tax rate was 27.1 percent in 2018 compared to 19.8 percent in 2017. Our lower 
effective tax rate in 2017 resulted from the one-time revaluation of deferred tax assets and liabilities from our Unregulated Energy 
business as a result of the enactment of the TCJA.

2017 Compared to 2016
Income tax expense was $14.3 million for 2017, compared to $28.3 million in 2016. Our effective tax rate was 19.8 percent in 
2017, compared to 38.8 percent in 2016. The lower tax expense and effective tax rate in 2017 was due primarily to enactment of 
the TCJA in December 2017.

Liquidity AND Capital Resources

Capital expenditures for investments in new or acquired plant and equipment are our largest capital requirements. Our capital 
expenditures were $283.0 million in 2018 (including the purchase of certain assets from Marlin CNG Services and Ohl), $191.1 
million in 2017 (including the purchase of certain assets ofARM) and $169.4 million in 2016. The 2018 capital expenditures also 
includes over $60.0 million of restoration costs associated with repairing damages caused by Hurricane Michael to our electric 
distribution operations’ service territory in Northwest Florida.
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The following table shows the 2019 capital expenditure budget of $168.2 million by segment and by business line:

(dollars in thousands)
Regulated Energy:

Natural gas distribution 
Natural gas transmission 
Electric distribution

Total Regulated Energy 
Unregulated Energy:

Propane operations 
Energy transmission 
Other unregulated energy 

Total Unregulated Energy
Other:

Corporate and other businesses 
Total Other

Total 2019 capital expenditures budget

Budget Capital Expenditures
$ 64,143

66,787
5,949

136,879

11,870
8,345
1,416

21,631

9,705
9,705

$ 168,215

The 2019 budget, excluding acquisitions, includes: Eastern Shore's Del-Mar Energy Pathway Project, Florida's Palm Beach County 
Western Expansion and other potential pipeline projects, continued expenditures under Florida GRIP, further expansions of our 
natural gas distribution and transmission systems, continued natural gas infrastructure improvement activities, information 
technology systems, new buildings and facilities, and other strategic initiatives and investments.

The capital expenditure projection is subject to continuous review and modification. Actual capital requirements may vary from 
the above estimates due to a number of factors, including changing economic conditions, customer growth in existing areas, 
regulation, new growth or acquisition opportunities, availability of capital and other factors discussed in Item 1 A. Risk Factors. 
Over the last five years, our actual capital expenditures have averaged 98 percent of the initial budgeted capital expenditures for 
those years.

The timing of capital expenditures can vary based on delays in regulatory approvals, securing environmental approvals and other 
permits. The regulatory application and approval process has lengthened in the past few years, and we expect this trend to continue.

Capital Structure
We are committed to maintaining a sound capital structure and strong credit ratings. This commitment, along with adequate and 
timely rate relief for our regulated energy operations, is intended to ensure our ability to attract capital from outside sources at a 
reasonable cost, which will benefit our customers, creditors, employees and stockholders.

Our capitalization as of December 31,2018 and 2017 follows:

(in thousands)
Long-term debt, net of current maturities 
Stockholders’ equity
Total capitalization, excluding short-term borrowings

(in thousands)
Short-term debt
Long-term debt, including current maturities 
Stockholders’ equity
Total capitalization, including short-term borrowings

December 31,2018 December 31, 2017

$ 316,020 38% $ 197,395 29%
518,439 62% 486,294 71%

$ 834,459 100% $ 683,689 100%

December 31,2018 December 31,2017

$ 294,458 26% $ 250,969 26%
327,955 29% 206,816 22%
518,439 45% 486,294 52%

$ 1,140,852 100% $ 944,079 100%
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Included in the long-term debt balances at December 31,2018, were capital lease obligations for Sandpiper and Sharp. Sandpiper 
maintains a capacity, supply and operating agreement ($620,000 of current maturities) that expires in May 2019. The capacity 
portion of this agreement is accounted for as a capital lease. Our Mid-Atlantic propane operations business unit has entered into 
an agreement to rent property in Anne Arundel County Maryland which it intends to purchase during the first quarter of 2019 
($690,000 of current maturities).

As of December 31,2018, we had no restrictions on our cash balances. Chesapeake Utilities’ Senior Notes and FPU’s first mortgage 
bonds contain a restriction that limits the payment of dividends or other restricted payments in excess of certain pre-determined 
thresholds. As of December 31, 2018, $242.8 million of our consolidated net income and $118.2 million of FPU’s net income 
were free of such restrictions.

Our target ratio of equity to total capitalization, including short-term borrowings, is between 50 and 60 percent. Including the 
funds expended specifically related to the impact of Hurricane Michael, our equity to total capitalization ratio, including short
term borrowings, was 45 percent as of December 31, 2018. Excluding the funds expended for Hurricane Michael restoration 
activities, our equity to total capitalization ratio, including short-term borrowings, would have been approximately 48 percent.

As described below under “Short-Term Borrowings,” we have a Revolver with borrowing capacity of $150.0 million. To facilitate 
the refinancing of a portion of the short-term borrowings into long-term debt, as appropriate, we also entered into long-term shelf 
agreements for the potential private placement of unsecured senior debt as further described below under the heading “Shelf 
Agreements.”

We will seek to align, as much as feasible, any long-term debt or equity issuance(s) with the commencement of service and 
associated earnings for larger revenue generating capital projects and considering market conditions.

Shelf Agreements

We have entered into Shelf Agreements with Prudential, MetLife and NYL who are under no obligation to purchase any unsecured 
debt. The proceeds received from the issuances of these shelf notes was used to reduce borrowings under the Revolver and/or 
lines of credit and/or to fund capital expenditures. The Prudential Shelf Agreement totaling $150.0 million was entered in October 
2015 and we issued $70.0 million of 3.25% unsecured debt in April 2017. The Prudential Shelf Agreement was then amended in 
September 2018 to increase the borrowing capacity back to $ 150.0 million of which Prudential accepted our request to purchase 
our unsecured debt of $ 100.0 million at an interest rate of 3.98% on or before August 20,2019. The NYL Shelf Agreement totaling 
$100.0 million was entered in March 2017 and we issued unsecured debt totaling $100.0 million during 2018. The NYL Shelf 
Agreement was amended in November 2018 to add incremental borrowing capacity of $50.0 million. As of December 31,2018, 
we had not requested that MetLife purchase unsecured senior debt under the MetLife Shelf Agreement. The following table 
summarizes our shelf agreements borrowing information at December 31, 2018:

Total
Borrowing
Capacity

Less: Amount Less: 
of Debt Unfunded 
Issued Commitments

Remaining
Borrowing
Capacity

Shelf Agreement
(in thousands)
Prudential Shelf Agreement 
MetLife Shelf Agreement 
NYL Shelf Agreement 
Total

$ 220,000 $ (70,000) $ (100,000) $ 50,000
150,000 ......... — —'" 150,000
150,000 (100,000) — 50,000

$ 520,000 $ (170,000) $ (100,000) $ ;; 250,000

The Shelf Agreements or Shelf Notes set forth certain business covenants to which we are subject when any note is outstanding, 
including covenants that limit or restrict our ability, and the ability of our subsidiaries, to incur indebtedness, or place or permit 
liens and encumbrances on any of our property or the property of our subsidiaries.

Short-Term Borrowings

Our outstanding short-term borrowings at December 31,2018 and 2017 were $294.5 million and $251.0 million, respectively, at 
weighted average interest rates of 3.44 percent and 2.42 percent, respectively.

We utilize bank lines of credit to provide funds for our short-term cash needs to meet seasonal working capital requirements and 
to temporarily frmd portions of our capital expenditures program. As of December 31,2018, we had five unsecured bank credit 
facilities with four financial institutions totaling $220.0millionin available credit. In addition, we have $150.0 million of additional 
short-term debt capacity available under the Revolver. The terms of the Revolver are described in further detail below. None of 
the unsecured bank lines of credit requires compensating balances.

Chesapeake Utilities Corporation 2018 Form 10-K Page 39



Table of Contents

The $150.0 million Revolver is available through October 8,2020 and is subject to the terms and conditions set forth in the Credit 
Agreement. Borrowings under the Revolver will be used for general corporate purposes, including repayments of short-term 
borrowings, working capital requirements and capital expenditures. Borrowings under the Revolver will bear interest at: (i) the 
LIBOR Rate plus an applicable margin of 1.25 percent or less, with such margin based on total indebtedness as a percentage of 
total capitalization, both as defined by the Credit Agreement, or (ii) the base rate plus 0.25 percent or less. Interest is payable 
quarterly, and the Revolver is subject to a commitment fee on the unused portion of the facility. We have the right, under certain 
circumstances, to extend the expiration date for up to two years on any anniversary date of the Revolver, with such extension 
subject to the Lenders’ approval. We may also request the Lenders to increase the Revolver to $200.0 million, with any increase 
at the sole discretion of each Lender.

Our outstanding short-term borrowings at December 31,2018 and 2017 included $4.4 million and $10.3 million, respectively, of 
book overdrafts, which are not actual borrowings under the credit facilities but, if presented, would be funded through the credit 
facilities and, therefore, were included in the short-term borrowings.

Our outstanding borrowings under these unsecured short-term credit facilities at December 31,2018 and 2017 were $290.1 million 
and $240.7 million, respectively. Short-term borrowings were as follows during 2018,2017 and 2016:

(in thousands)
Average borrowings during die year 
Weighted average interest rate for the year 
Maximum month-end borrowings

2018 2017 2016

$

238,750 $
2.93%

290,103 $

183,561 $
2.03%

240,671 $

172,808
1.43%

201,311

As of December 31,2018, we had issued $7.0 million in letters of credit to various counterparties under the Revolver. Although 
the letters of credit are not included in the outstanding short-term borrowings and we do not anticipate they will be drawn upon 
by the counterparties, the letters of credit reduce the available borrowings under the Revolver.

Cash Flows
The following table provides a summary of our operating, investing and financing cash flows for the years ended December 31, 
2018, 2017 and 2016:

For the Year Ended December 31,

(in thousands)
Net cash provided by (used in):

Operating activities 
Investing activities 
Financing activities

Net increase in cash and cash equivalents 
Cash and cash equivalents—^beginning of period 
Cash and cash equivalents—end of period

2018 2017 2016

S 146,778 $ 110,089 $ 104,141
(286,264) (186,895) (170,037)
139,961 78,242 67,219

475 1,436 1,323
5,614 4,178 2,855

$ 6,089 $ 5,614 $ 4,178

Cash Flows Provided bv Operating Activities

Changes in our cash flows from operating activities are attributable primarily to changes in net income, adjusted for non-cash 
items such as depreciation and changes in deferred income taxes, and changes in working capital. Working capital requirements 
are determined by a variety of factors, including weather, the prices of natural gas, electricity and propane, the timing of customer 
collections, payments for purchases of natural gas, electricity and propane, and deferred fuel cost recoveries.

We normally generate a large portion of our annual net income and related increases in our accounts receivable in the first and 
fourth quarters of each year due to significant volumes of natural gas and propane delivered to customers during the peak heating 
season by our natural gas and propane operations and our natural gas supply, gathering and processing operation to customers 
during the peak heating season. In addition, our natural gas and propane inventories, which usually peak in the fall months, are 
largely drawn down in the heating season and provide a source of cash as the inventory is used to satisfy winter sales demand.

During 2018 and 2017, net cash provided by operating activities was $146.8 million and $110.1 million, respectively, resulting 
in an increase in cash flows of $36.7 million. Significant operating activities generating the cash flows change were as follows:
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• Changes in net accounts receivable and accrued revenue and accounts payable and accrued liabilities increased cash flows 
by $23.5 million, due primarily to the timing of the receipt of customer payments from increased revenue as well as the 
timing of payments to vendors.

• Net cash flows from changes in propane inventory, storage gas and other inventories increased by approximately $11.1 
million due primarily to higher levels of our inventory during 2017.

• Changes in net prepaid expenses and other current assets, customer deposits and refunds decreased cash flows by $11.7 
million due primarily to higher refund activity to customers associated with the impacts of the TCJA through the 
implementation of lower rates.

• Cash flows from changes in deferred income taxes resulted in an increase of $10.1 million due primarily to timing 
differences associated with depreciation from increased capital expenditures compared to the prior year, offset by $8.6 
million in changes in income taxes payable as a result of the impacts of the TCJA.

• Changes in net regulatory assets and liabilities increased cash flows by $5.1 million, due primarily to the change in fuel 
costs collected through the various cost recovery mechanisms.

During 2017 and 2016, net cash provided by operating activities was $110.1 million and $104.1 million, respectively, resulting 
in an increase in cash flows of $6.0 million. Significant operating activities generating the cash flow change were as follows:

• Net income, adjusted for reconciling activities, decreased cash flows by $485,000. Key reconciling items included: the 
revaluation of deferred tax assets and liabilities of our unregulated businesses as a result of the implementation of the 
TCJA, which decreased our deferred tax expense by $14.3 million, higher non-cash adjustments for depreciation and 
amortization related to increased investing activities and realized losses on sales of assets.

• Net cash flows from changes in other inventories decreased by approximately $6.5 million, due primarily to purchases 
of additional pipes and other construction inventory as a result of the large expansion projects then underway.

• Changes in income taxes receivable increased cash flows by $5.6 million, due to higher tax refunds as a result of increased 
tax deductions associated with bonus depreciation.

• Changes in net regulatory assets and liabilities increased cash flows by $4.7 million, due primarily to the change in fuel 
costs collected through the various cost recovery mechanisms and GRIP.

• Changes in net accounts receivable, accrued revenue, accounts payable and accrued liabilities increased cash flows by 
$3.5 million, due primarily to higher revenues and the timing of customer payments and payments to vendors.

• Changes in net prepaid expenses and other current assets and customer deposits and refunds decreased cash flows by 
$2.2 million.

Cash Flows Used in Investim Activities

Net cash used in investing activities totaled $286.3 million and $186.9 million during the year ended December 31,2018 and 
2017, respectively, resulting in a decrease in cash flows of $99.4 million. Key investing activities contributing to the cash flow 
change included:

• Cash paid for capital expenditures increased by $94.4 million due in part to the costs associated with restoring equipment 
and service to customers following Hurricane Michael in Florida.

• Net cash of $16.7 million was used to acquire operating assets of Ohl and Marlin CNG Services.

Net cash used in investing activities totaled $186.9 million and $170.0 million for 2017 and 2016, respectively, resulting in a 
decrease in cash flows of $16.9 million in 2017. Key investing activities contributing to the cash flow change included:

• Cash paid for capital expenditures increased by $5.4 million to $175.3 million for 2017.

• Net cash of $ 11.9 million was used to acquire assets in various transactions during 2017, including ARM, Chipola and 
Central Gas; there were no corresponding transactions in 2016.

Cash Flows Provided bv Financins Activities

Net cash provided by financing activities totaled $ 140.0 million for the year ended December 31,2018, compared to net cash of 
$78.2 million provided by financing activities during the prior year resulted in an increase in cash flows of $61.7 million, primarily 
due to the following:

• Receipt of $154.8 million in net cash proceeds from the Revolver, the Term Note and the issuance of the NYL Shelf 
Notes (Series A) in May and November 2018, respectively, which increased cash flow by $85.0 million during the year
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ended December 31,2018, compared to the prior year. For the year ended December 31,2017, we received $69.8 million 
in net proceeds from the issuance of the Prudential Shelf Notes;

• Increased cash flows from lower repayments of short-term borrowing of $ 10.1 million under our line of credit arrangements 
in 2018;

• Decreased cash flows of $7.7 million as a result of changes in cash overdrafts in 2018;
• Higher repayment of long-term debt and capital lease obligations of $34.4 million during the year ended December 31, 

2018, compared to $12.1 million in the prior year; and
• Cash dividend payments of $22.0 million in 2018 compared to $19.9 million for 2017.

Net cash provided by financing activities totaled $78.2 million and $67.2 million for 2017 and 2016, respectively. The increase 
in net cash provided by financing activities in 2017 resulted primarily from the following:

• $69.8 million in net cash proceeds from the issuance of the Prudential Shelf Notes in 2017, offset by the payment of $3.0 
million in scheduled long-term debt principal and capital lease obligations payments.

• Net cash flows decreased by $57.4 million due to the absence of proceeds related to the issuance of common stock during 
the third quarter of 2016.

• Net borrowing of $39.3 million for 2017, compared to net borrowing of $32.5 million for 2016, increased cash flows by 
$6.8 million. Change in cash overdrafts decreased cash flows by $2.2 million.

• Cash dividend payments of $19.9 million in 2017 compared to $17.5 million for 2016.

Contractual Obligations

We have the following contractual obligations and other commercial commitments as of December 31, 2018:

Payments Due by Period
Contractual Ohlisations 2019 2020-2021 2022-2023 After 2023 Total
(in thousands)
Long-term debt $ 10,626 $ 59,200 $ 45,700 $ 211,700 $ 327,226
Operating leases 2,349 3,759 3,331 5,398 14,837
Capital leases ®

Purchase obligations
1,310 — — — 1,310

Transmission capacity 32,276 53,062 39,197 127,634 252,169
Storage capacity 1,720 978 355 — 3,053
Commodities 107,713 18,255 — — 125,968
Electric supply 16,835 2,675 2,727 1,385 23,622

Unfunded benefits 597 692 635 1,421 3,345
Funded benefits 2,823 — — 5,188 8,011
Total Contractual Obligations $ 176,249 $ 138,621 $ 91,945 $ 352,726 $ 759,541

This represents principal payments on long-term debt. See Item 8, Financial Statements and Supplementary Data, Note 13, Long-Term Debt, for additional 
information, The expected interest payments on long-term debt are $12.9 million, $21.6 million, $17.5 million and $49.8 million, respectively, for the periods 
Indicated above. Expected interest payments for all periods total $101,8 million.

See Item 8, Financial Statements and Supplementary Data, Note 15, Lease Obligations, for additional information.
See Item 8, Financial Statements and Supplementary Data, Note 21, Other Commitments and Contingencies, for additional information.
We have recorded long-term liabilities of $3.3 million at December 31,2018 for unfunded post-employment and post-retirement benefit plans. The amounts 

specified in the table are based on expected payments to current retirees and assume a retirement age of 62 for currently active employees. There are many factors 
that would cause actual payments to differ ftom these amounts, including early retirement, future health care costs that differ from past experience and discount 
rates implicit in calculations. See Item 8, Financial Statements and Supplementary Data. Note 17, Employee Benefit Plans, for additional information on the plans.

We have recorded long-term liabilities of $17.8 million at December 31,2018 for two qualified, defined benefit pension plans. The assets funding these plans 
are in a separate trust and are not considered assets of ours or included in our balance sheets. The Contractual Obligations table above includes $1.3 million, 
reflecting the payments we expect to make to the trust funds in 2017. Additional contributions may be required in future years based on the actual return earned 
by the plan assets and other actuarial assumptions, such as the discount rate and long-term expected rate of return on plan assets. See Item 8, Financial Statements 
and Supplementary Data, Note 17, for further information on the plans. Additionally, the Contractual Obligations table above includes
deferred compensation obligations totaling $6.7 million, funded with Rabbi Trust assets in the same amount. The Rabbi Trust assets are recorded under Investments 
on the consolidated balance sheets. We assume a retirement age of 65 for purposes of distribution from this account.
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Off-Balance Sheet Arrangements

We have issued corporate guarantees to certain vendors of our subsidiaries that provide for the payment of propane and natural 
gas purchases in the event of the subsidiary’s default. The liabilities for these purchases are recorded in our financial statements 
when incurred. The aggregate amount guaranteed at December 31,2018 was $76.5 million, with the guarantees expiring on various 
dates throughout 2019.

We have issued letters of credit totaling $7.0 million related to the electric transmission services for FPU’s northwest electric 
division, the firm transportation service agreement between TETLP and our Delaware and Maryland divisions, and to our current 
and previous primary insurance carrier with expiration dates extending through December 2019. There were no draws on these 
letters of credit as of December 31,2018. We do not anticipate that the letters of credit will be drawn upon by the counterparties, 
and we expect that the letters of credit will be renewed to the extent necessary in the future. Additional information is presented 
in Item 8, Financial Statements and Supplementary Data, Note 21, Other Commitments and Contingencies in the consolidated 
financial statements.

Critical Accounting Policies

We prepare our financial statements in accordance with GAAP. Application of these accounting principles requires the use of 
estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses, and related disclosures of 
contingencies during the reporting period. We base our estimates on historical experience and on various assumptions that are 
believed to be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying 
value of assets and liabilities that are not readily apparent from other sources. Since a significant portion of our businesses are 
regulated and the accounting methods used by these businesses must comply with the requirements of the regulatory bodies, the 
choices available are limited by these regulatory requirements. In the normal course of business, estimated amounts are subsequently 
adjusted to actual results that may differ from the estimates.

Regulatory Assets and Liabilities
As a result of the ratemaking process, we record certain assets and liabilities in accordance with ASC Topic 980, Regulated 
Operations, and consequently, the accounting principles applied by our regulated energy businesses differ in certain respects from 
those applied by the unregulated businesses. Amounts are deferred as regulatory assets and liabilities when there is a probable 
expectation that they will be recovered in future revenues or refunded to customers as a result of the regulatory process. This is 
more fully described in Item 8, Financial Statements andSupplementary Data, Note 2, Summary of Significant Accounting Policies, 
in the consolidated financial statements. If we were required to terminate the application of ASC Topic 980, we would be required 
to recognize all such deferred amounts as a charge or a credit to earnings, net of applicable income taxes. Such an adjustment 
could have a material effect on our results of operations.

Valuation of Environmental Liabilities and Related Regulatory Assets
As more fully described in Item 8, Financial Statements and Supplementary Data, Note 20, Environmental Commitments and 
Contingencies, in the consolidated financial statements, we are currently participating in the investigation, assessment or 
remediation of seven former MGP sites for which we have sought or will seek regulatory approval to recover through rates the 
estimated costs of remediation and related activities. Amounts have been recorded as environmental liabilities based on estimates 
of future costs to remediate these sites, which are provided by independent consultants.

Derivative Instruments

We use derivative and non-derivative instruments to manage the risks related to obtaining adequate supplies and the price 
fluctuations of natural gas, electricity and propane. We continually monitor the use of these instruments to ensure compliance 
with our risk management policies and account for them in accordance with GAAP, such that every derivative instrument is 
recorded as either an asset or a liability measured at its fair value. It also requires that changes in the derivatives' fair value are 
recognized in the current period earnings unless specific hedge accounting criteria are met. If these instruments do not meet the 
definition of derivatives or are considered “normal purchases and normal sales,” they are accounted for on an accrual basis of 
accounting.

Additionally, GAAP also requires us to classify the derivative assets and liabilities based on the lowest level of input that is 
significant to the fair value measurement. Our assessment of the significance of a particular input to the fair value measurement 
requires judgment and may affect the fair value of the assets and liabilities and their placement within the fair value hierarchy.

We determined that certain propane put options, call options, swap agreements and natural gas futures contracts met the specific 
hedge accounting criteria. We also determined that most of our contracts for the purchase or sale of natural gas, electricity and
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propane either; (i) did not meet the definition of derivatives because they did not have a minimum purchase/sell requirement, or 
(ii) were considered “normal purchases and normal sales” because the contracts provided for the purchase or sale of natural gas, 
electricity or propane to be delivered in quantities that we expect to use or sell over a reasonable period of time in the normal 
course of business. Accordingly, these contracts were accounted for on an accrual basis of accounting.

Additional information about our derivative instruments is disclosed in Item 8, Financial Statements and Supplementary Data, 
Note 8, Derivative Instruments, in the Consolidated Financial Statements.

Operating Revenues
Revenues for our natural gas and electric distribution operations are based on rates approved by the PSC of each state in which 
we operate. Customers’ base rates may not be changed without formal approval by these PSCs. However, the PSCs authorized 
our regulated operations to negotiate rates, based on approved methodologies, with customers that have competitive alternatives. 
Eastern Shore’s revenues are based on rates approved by the FERC. The FERC has also authorized Eastern Shore to negotiate 
rates above or below the FERC-approved maximum rates, which customers can elect as an alternative to negotiated rates.

Peninsula Pipeline, our Florida intrastate pipeline subsidiary that is subject to regulation by the Florida PSC, has negotiated firm 
transportation service contracts with third-party customers and with certain affiliates.

For regulated deliveries of natural gas, propane and electricity, we read meters and bill customers on monthly cycles that do not 
coincide with the accounting periods used for financial reporting purposes. We accrue unbilled revenues for natural gas and 
electricity that have been delivered, but not yet billed, at the end of an accounting period to the extent that they do not coincide. 
We estimate the amount of the unbilled revenue by jurisdiction and customer class. A similar computation is made to accrue 
unbilled revenues for propane customers with meters, such as community gas system customers and natural gas marketing 
customers, whose billing cycles do not coincide with the accounting periods.

Our natural gas supply operation in Ohio recognizes revenues based on actual volumes of natural gas shipped, using contractual 
rates, which are based upon index prices that are published monthly.

Eight Flags records revenues based on the amount of electricity and steam generated and sold to its customers.

Each of our natural gas distribution operations in Delaware and Maryland, our bundled natural gas distribution service in Florida 
and our electric distribution operation in Florida has a fuel cost recovery mechanism. This mechanism provides a method of 
adjusting billing rates to reflect changes in the cost of purchased fuel. The difference between the current cost of fuel purchased 
and the cost of fuel recovered in billed rates is deferred and accounted for as either unrecovered fuel cost or amoimts payable to 
customers. Generally, these deferred amounts are recovered or refunded within one year.

We charge flexible rates to industrial interruptible customers on our natural gas distribution systems to compete with the price of 
alternative fuel that they can use. Neither we, nor any of our interruptible customers, are contractually obligated to deliver or 
receive natural gas on a firm service basis.

Allowance for Doubtful Accounts

An allowance for doubtful accounts is recorded against amounts due to reduce the net receivable balance to the amount we 
reasonably expect to collect based upon our collections experience, the condition of the overall economy and our assessment of 
our customers’ inability or reluctance to pay. If circumstances change, however, our estimate of the recoverability of accounts 
receivable may also change. Circumstances which could affect our estimates include, but are not limited to, customer credit issues, 
the level of natural gas, electricity and propane prices and general economic conditions. Accounts are written off once they are 
deemed to be uncollectible.

Goodwill and Other Intangible Assets

We test goodwill for impairment at least annually in December. The annual impairment testing for 2018 indicated no impairment 
of goodwill. Additional information is presented in Item 8, Financial Statements and Supplementary Data, Note 11, Goodwill and 
Other Intangible Assets, in the consolidated financial statements.

Other Assets Impairment Evaluations

We periodically evaluate whether events or circumstances have occurred which indicate that long-lived assets may not be 
recoverable. When events or circumstances indicate that an impairment is present, we record an impairment loss equal to the 
excess of the asset’s carrying value over its fair value, if any.
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Pension and Other Postretirement Benefits

Pension and other postretirement plan costs and liabilities are determined on an actuarial basis and are affected by numerous 
assumptions and estimates including the market value of plan assets, estimates of the expected returns on plan assets, assumed 
discount rates, the level of contributions made to the plans, and current demographic and actuarial mortality data. The assumed 
discount rates and the expected returns on plan assets are the assumptions that generally have the most significant impact on the 
pension costs and liabilities. The assumed discount rates, the assumed health care cost trend rates and the assumed rates of retirement 
generally have the most significant impact on our postretirement plan costs and liabilities. Additional information is presented in 
Item 8, Financial Statements and Supplementary Data, Note 11, Employee Benefit Plans, in the consolidated financial statements, 
including plan asset investment allocation, estimated future benefit payments, general descriptions of the plans, significant 
assumptions, the impact of certain changes in assumptions, and significant changes in estimates.

For 2018, actuarial assumptions include expected long-term rates of return on plan assets of 6.00 percent and 6.50 percent for 
Chesapeake Utilities' pension plan and FPU’s pension plan, respectively, and discount rates of 3.50 percent and 3.75 percent for 
Chesapeake Utilities' and FPU’s plans, respectively. The discount rate for each plan was determined by management considering 
high-quality corporate bond rates, such as the Prudential curve index and the Citigroup yield curve, changes in those rates from 
the prior year and other pertinent factors, including the expected lives of the plans and the availability of the lump-sum payment 
option. A 0.25 percent decrease in the discount rate could increase our annual pension and postretirement costs by approximately 
$20,000, and a 0.25 percent increase could decrease our annual pension and postretirement costs by approximately $20,000.

Actual changes in the fair value of plan assets and the differences between the actual return on plan assets and the expected return 
on plan assets could have a material effect on the amount of pension benefit costs that we ultimately recognize. A 0.25 percent 
change in the rate of return could change our annual pension cost by approximately $128,000 and would not have an impact on 
the postretirement and Chesapeake SERF because these plans are not funded.

Tax-Related Contingency

We account for imcertainty in income taxes in the consolidated financial statements only if it is more likely than not that an 
uncertain tax position is sustainable based on its technical merits. Recognizable tax positions are then measured to determine the 
amount of benefit recognized in the consolidated financial statements. We recognize penalties and interest related to unrecognized 
tax benefits as a component of other income.

We account for contingencies associated with taxes other than income when the likelihood of a loss is both probable and quantifiable. 
In assessing the likelihood of a loss, we do not consider the existence of current inquiries, or the likelihood of future inquiries, by 
tax authorities as a factor. Our assessment is based solely on our application of the appropriate statutes and the likelihood of a 
loss, assuming the proper inquiries are made by tax authorities.

ITEM 7 A. quantitative AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

Interest Rate Risk

Long-term debt is subject to potential losses based on changes in interest rates. Additional information about our long-term debt 
is disclosed in Item 8, Financial Statements and Supplementary Data, Note 13, Long-term Debt, in the consolidated financial 
statements.

Commodity Price Risk 

Regulated Energy Segment
We have entered into agreements with various wholesale suppliers to purchase natural gas and electricity for resale to our customers. 
Our regulated energy distribution businesses that sell natural gas or electricity to end-use customers have fuel cost recovery 
mechanisms authorized by the PSCs that allow us to recover all of the costs prudently incurred in purchasing natural gas and 
electricity for our customers. Therefore, our regulated energy distribution operations have limited commodity price risk exposure.

Unregulated Energy Segment
Our propane operations are exposed to commodity price risk as a result of the competitive nature of retail pricing offered to our 
customers. In order to mitigate this risk, we utilize propane storage activities and forward contracts for supply.
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We can store up to approximately 7.1 million gallons of propane (including leased storage and rail cars) during the winter season 
to serve our customers. Decreases in wholesale propane prices may cause the value of stored propane to decline, particularly if 
we utilize fixed price forward contracts for supply. To mitigate this risk, we have implemented a Risk Management Policy that 
allows our propane operation to enter into fair value hedges, cash flows hedges or other economic hedges of our inventory.

Aspire Energy is exposed to commodity price risk, primarily during the winter season, to the extent we are not successful in 
balancing our natural gas purchases and sales and have to secure natural gas from alternative sources at higher spot prices. In order 
to mitigate this risk, we procure firm capacity that meets our estimated volume requirements and we continue to seek out new 
producers to fulfill our natural gas purchase requirements.

PESCO is a party to natural gas swap and futures contracts, which provide us the right to purchase natural gas at a fixed price at 
future dates. Upon expiration, the contracts can be settled financially without taking delivery of natural gas, or PESCO can procure 
natural gas and deliver it to its customers. PESCO is subject to commodity price risk on its open positions to the extent that market 
prices for natural gas liquids and natural gas deviate from fixed contract settlement prices. Market risk associated with the trading 
of futures and forward contracts is monitored daily for compliance with our Risk Management Policy, which includes volumetric 
limits for open positions. To manage exposures to changing market prices, open positions are marked up or down to market prices 
and reviewed daily by our oversight officials. In addition, the Risk Management Committee reviews periodic reports on markets, 
approves any exceptions to the Risk Management Policy (within limits established by the Board of Directors) and authorizes the 
use of any new types of contracts.

The following table reflects the changes in the fair market value of financial derivatives contracts related to natural gas and propane 
purchases and sales from December 31,2017 to December 31,2018:

(in thousands)
Balance at 

December 31,2017

Increase
(Decrease) in Fair 

Market Value
Less Amounts 

Settled
Balance at 

December 31,2018
PESCO $ (6,153) $ 16,674 $ (10,705) $ (184)
Sharp 1,192 (3,376) 663 (1,521)
Total '$ (4,961) $ 13,298 $ (10,042) $ (1,705)

There were no changes in the methods of valuations during the year ended December 31, 2018.

The following is a summary of fair market value of financial derivatives as of December 31, 2018, by method of valuation and 
by mafririty for each fiscal year period.

(in thousands) 2019 2020 2021 2022 Total Fair Value
Price based on ICE^*^ PESCO ^ $ (2,075) $ 1,817 $ 72 $ 2 $ (184)
Price based on Mont Belvieu - Sharp (1,229) (250) (42) - (1,521)
Total $ (3,304) $ 1,567 $ 30 $ 2 $ (1,705)

Intercontinental Exchange (an electronic trading platform)

Wholesale Credit Risk

The Risk Management Committee reviews credit risks associated with counterparties to commodity derivative contracts prior 
to such contracts being approved.

Additional information about our derivative instruments is disclosed in Item 8, Financial Statements and Supplementary Data, 
Note 8, Derivative Instruments, in the Consolidated Financial Statements.

Inflation

Inflation affects the cost of supply, labor, products and services required for operations, maintenance and capital improvements. 
To help cope with the effects of inflation on our capital investments and returns, we periodically seek rate increases from regulatory 
commissions for our regulated operations and closely monitor the returns of our unregulated energy business operations. To 
compensate for fluctuations in propane gas prices, we adjust propane sales prices to tiie extent allowed by frie market.
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Item 8. Financial Statements and Supplementary Data.

Report of independent Registered Public Accounting Firm

To the Board of Directors and Stockholders of 
Chesapeake Utilities Corporation

Opinions on the Consolidated Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated balance sheets of Chesapeake Utilities Corporation and Subsidiaries (the 
"Company") as of December 31, 2018 and 2017, the related consolidated statements of income, comprehensive income, 
stockholders’ equity, and cash flows, for each of the years in the three-year period ended December 31,2018, and the related notes 
and financial statement schedule listed in Item 15(a)2 (collectively referred to as the "consolidated financial statements"). We also 
have audited the Company’s internal control over financial reporting as of December 31, 2018, based on criteria established in 
Internal Control - Integrated Framework: (2013) issued by the Committee of Sponsoring Organizations of the Treadway 
Commission (“COSO”).

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the Company 
as of December 31,2018 and 2017, and the results of their operations and their cash flows for each of the years in the three-year 
period ended December 31, 2018, in conformity with accounting principles generally accepted in the United States of America. 
Also in our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of 
December 31,2018, based on criteria established in Internal Control - Integrated Framework: (2013) issued by COSO.

Basis for Opinion

The Company’s management is responsible for these consolidated financial statements, for maintaining effective internal control 
over financial reporting, and for its assessment of the effectiveness of internal control over financial reporting, included in the 
accompanying Management’s Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion 
on the Company's consolidated financial statements and an opinion on the Company’s internal control over financial reporting 
based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United 
States) ("PCAOB") and are required to be independent with respect to the Company in accordance with the U.S. federal securities 
laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the 
audits to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement, whether 
due to error or fraud, and whether effective internal control over financial reporting was maintained in all material respects.

Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement 
of the consolidated financial statements, whether due to error or fiuud, and performing procedures that respond to those risks. 
Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated financial 
statements. Our audits also included evaluating the accounting principles used and significant estimates made by management, 
as well as evaluating the overall presentation of the consolidated financial statements. Our audit of internal control over financial 
reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness 
exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audits 
also included performing such other procedures as we considered necessary in the circumstances. We believe that our audits 
provide a reasonable basis for our opinions.

Definition and Limitations of Internal Control Over Financial Reporting

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability 
of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting principles. A company's internal control over financial reporting includes those policies and procedures that (1) pertain 
to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets 
of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial 
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are 
being made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets that 
could have a material effect on the financial statements.
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Chesapeake Utilities Corporation and Subsidiaries 

Consolidated Statements of Income

For the Year Ended December 31,

(in thousands, except shares and per share data)
Operating Revenues

2018 2017 2016

Regulated Energy $ 345,281 $ 326,310 $ 305,689
Unregulated Energy 420,617 324,595 ; i 203,778
Other businesses and eliminations (48,409) (33,322) (10,607)
Total operating revenues 717,489 617,583 ; 498,860

Operating Expenses
Regulated Energy cost of sales 121,828 118,769 : 109,609
Unregulated Energy and other cost of sales 288,913 219,145 128,434
Operations 138,441 125,994 115,684
Maintenance 14,387 12,701 12,391
Gain from a settlement (130) (130) (130)
Depreciation and amortization 40,802 36,599 32,159
Other taxes 18,628 17,085 h 14,730
Total operating expenses 622,869 530,163 412,877

Operating Income 94,620 87,420 M 85,983
Other expense, net (615) (2,342) (2,328)
Interest charges 16,431 12,645 H 10,639
Income Before Income Taxes 77,574 72,433 73,016
Income taxes 20,994 14,309 : 28,341
Net Income $ 56,580 $ 58,124 $ 44,675

Weighted Average Common Shares Outstanding:
Basic 16,369,616 16,336,789 15,570,539
Diluted 16,419,870 16,383,352 15,613,091

Earnings Per Share of Common Stock:
Basic $ 3.46 $ 3.56 $ 2.87
Diluted $ 3.45 $ 3.55 $ 2.86

Cash Dividends Declared Per Share of Common Stock $ 1.4350 $ 1.2800 $ 1.2025

The accompanying notes are an integral part of the financial statements.
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Chesapeake Utilities Corporation and Subsidiaries 

Consolidated Statements of Comprehensive Income

For the Year Ended December 31,

(in thousands)
Net Income
Other Comprehensive Income (Loss), net of tax:

Employee Benefits, net of tax:
Amortization of prior service cost, net of tax of $(22), $(31) and 
$(29), respectively
Net (loss)/gain, net .of tax of $(49), $432, and $178, respectively 

Cash Flow Hedges, net of tax:
Unrealized (ioss)/gain on commodity contract cash flow hedges, net 
of tax of $(555), $(8) and $496, respectively

Total Other Comprehensive Income (Loss)
Comprehensive Income

201$ 2017 2016

$ 56,580 $ 58,124 $ 44,675

(55) (46) (48)
(108) 663 268

(1,371) (11) 742
(1,534) 606 962

$ 55,046 $ 58,730 $ 45,637

The accompanying notes are an integral part of the financial statements.
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Chesapeake Utilities Corporation and Subsidiaries 

Consolidated Balance Sheets

As of December 31,
Assets 2018 2017
(in thousands, except shares and per share data)
Property, Plant and Equipment

Regulated Energy 1;297,416 $

li

1,073,736
Unregulated Energy 237,682 210,682
Other businesses and eliminations ■ 34,585 27,699

Total property, plant and equipment 1,569,683 1,312,117
Less: Accumulated depreciation and ^ortization (294,295) 1f (270,599)

Plus: Construction work in progress 108,584 84,509
Net property, plant and equipment ^ - |ii;i26,027
Current Assets

Cash and cash equivalents , , ....... .... - ; 6,089 ...
.;

Accounts receivable (less allowance for uncollectible accounts of $1,108 and 
$936, respectively) 85,404 77,223
Accrued revenue : ^ ,. , 27,499 : 22,279
Propane inventory, at average cost 9,791 8,324
Other inventory, at average cost 7,127 : 12,022
Regulatory assets 4,796 10,930
Storage gas prepayments 6,603 5,250
Income taxes receivable 15,300 14,778
Prepaid expenses 10,079 1; 13,621
Derivative assets, at fair value 13,165 1,286
Other current assets 5,684 7,260

Total current assets
Deferred Charges and Other Assets

191,537 178,587

Goodwill 25,837 19,604
Otiier intangible assets, net 6,207 4,686
Investments, at fair value 6,711 6,756
Regulatory assets 72,422 75,575
Receivables and other deferred chaiges 6,985 3,699

Total deferred charges and other assets 118,162 110,320
Total Assets $ 1,693,671 $ 1,414,934

The accompanying notes are an integral part of the financial statements.
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Chesapeake Utilities Corporation and Subsidiaries 

Consolidated Balance Sheets

As of December 31»
Canitalization and Liabilities 2018 2017
(in thousands, except shares and per share data)
Capitalization

Stockholders’ equity
Preferred stock, par value $0.01 per share (authorized 2,000,000 shares), no 
shares issued and outstanding $ — $
Common stock, par value $0.4867 per share (authorized 50,000,000 shares) 7,971 7,955
Additional paid-in capital 355,651 253,470
Retained earnings 261,530 229,141
Accumulated other comprehensive loss (6,713) (4,272)
Deferred compensation obligation 3,854 3,395
Treasury stock (3,854) (3,395)

Total stockholders’ equity 518,439 486,294
Long-term debt, net of current maturities 316,020 197,395
Total capitalization
Current Liabilities

834,459 683,689

Current portion of long-term debt 11,935 9,421
Short-term borrowing 294,458 250,969
Accounts payable 129,804 74,688
Customer deposits and refunds 34,155 34,751
Accrued interest 2,317 1,742
Dividends payable 6,060 5,312
Accrued compensation 13,923 13,112
Regulatory liabilities 7,883 6,485
Derivative liabilities, at fair value 14,871 6,247
Other accrued liabilities 12,828 10,273

Total current liabilities
Deferred Credits and Other Liabilities

528,234 413,000

Deferred income taxes 156,820 135,850
Regulatory liabilities 135,039 140,978
Environmental liabilities 7,638 8,263
Other pension and benefit costs 28,513 29,699
Deferred investment tax credits and odier liabilities 2,968 3,455

Total deferred credits and other liabilities 330,978 318,245
Environmental and other commitments and contingencies (Note 20 and 21)
Total Capitalization and Liabilities $ 1,693,671 $ 1,414,934

The accompanying notes are an integral part of the financial statements.
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Chesapeake Utilities Corporation and Subsidiaries 

Consolidated Statements of Cash Flows

(in thousands)
Operating Activities 

Net Income
Adjustments to reconcile net income to net operating cash: 

Depreciation and amortization
Depreciation and accretion included in operations expenses 
Deferred incomie taxes, net
Realized loss on sale of assets/investments/commodity contracts 
Unrealized loss (gain) on investments/commodity contracts 
Employee benefits and compensation 
Share-based compensation 
Other, net

Changes in assets and liabilities: .
Accounts receivable and accrued revenue 
Propane inventoiy, storage gas and other inventory 
Regulatory assets/liabilities, net 
Prepaid expenses aiid other current assets 
Accounts payable and other accrued liabilities 
Income taxes receivable (payable)
Customer deposits and refunds 
Accrued compensation 
Other assets and liabilities, net 

Net cash provided by operating activities 
Investing Activities

Property, plant and equipment expenditures 
Proceeds from sale of assets 
Acquisitions, net of cash acquired 
Environmental expenditures 

Net cash used in investing activities 
Financing Activities

Common stock dividends 
Issuance of stock for Dividend Reinvestment Plan 
Proceeds from issuance of common stock, net of expenses 
Tax withholding payments related to net settled stock compensation 
Change in cash overdrafts due to outstanding checks 
Net borrowing under line of credit agreements 
Proceeds from issuance of long-term debt 
Repayment of long-term debt and capital lease obligation 

Net cash provided by financing activities =
Net Increase in Cash and Cash Equivalents 
Cash and Cash Equivalents ~ Beginning of Period 
Cash and Cash Equivalents — End of Period

For the Year Ended December 31,
2018 2017 2016

$ 56,580 $ 58,124 %
ii

■ !; 44,675

40,802 36,599 if 32,159
8,535 8,122 7,334

21,226 11,085 Hi 31,257
5,497 3,179 695

429 (1,001),
;!■

(385)
856 1,577 1,887

2,813 2,490 * :.U 2,367
— (750) (79)

(16,311) (19,506) (27,013)
2,107: (9,036) . (2,531)
2,250 (2,855) (7,523)

(7,421) (7,001) . f' (1,387)
35,907 15,596 19,599

(522) 8,110 H 2,466
(596) 5,513 2,065
708 2;488 ■ H 358

(6,082) (2,645) (1,803)
146,778 110,089 ii 104,141

(269,767) (175,329) H (169,861)
782 708 174

(16,654) (11,945) 'R- 
;; —

(625) (329) (350)
(286,264) (186,895) :; (170,037)

(22,043); , (19,928). i :;:i (17,482)
(706) 89 811

— (10) i 57,360
(1,210) (692) (770)
(5,943) 1,738 ■-H 3,920
49,432 39,338 32,526

154,819 ; 69,807 f. —
(34,388) (12,100) (9,146)

, . 78,242.. ,67,219
475 1,436 1,323

5,614 4,178 2,855
$ 6,089 $ 5.614 $ 4.178

Supplemental Cash Flow Disclosures (see Note 7)

The accompanying notes are an integral part of the financial statements.
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Chesapeake Utilities Corporation and Subsidiaries 

Consolidated Statements of Stockholders' Equity

Common Stock
Accumulated

(in thousands, except shares and per share data)

Number
of

Shares*^’
Par

Value

Additional
Paid-In
Capital

Retained
Earnings

Other
Comprehensive

Loss
Deferred

Compensation
Treasury

Stock Total

Balance at December 31,2015 15,270,659 S • 7,432 $ 190,311 $ 166,235 S (5,840) S 1,883 $ (1,883) S 358,138

Net Income - — - 44,675 — — — 44,675

Other comprehensive loss — — — — 962 — — 962

Dividends declared ($1.2025 per share) — — — (18,848) — — — (18,848)

Retirement savings plan and dividend 
reinvestment plan 36,253 17 2,225 — — _ _ 2,242

Stock issuance 960,488 467 56,893 — — — — 57,360

Share-based compensation and tax benefit 36,099 19 1,538 — — — 1,557

Treasury stock activities*^’ — — — — — 533 (533) —
Balance at December 31,2016 16,303,499 7,935 250,967 192,062 (4,878) 2,416 (2,416) 446,086

Net Income — — — 58,124 — — — 58,124

Other comprehensive income — — — — 606 — — 606

Dividends declared (SI .2800 per share) — — — (21,045) — — — (21,045)

Retirement savings plan and dividend 
reinvestment plan 10,771 5 730 — _ _ _ 735

Stock issuance — — (10) — — — - (10)

Share-based compensation and tax benefit 30,172 15 1,783 — — — — 1,798

Treasury stock activities*^’ — — — — — 979 (979) —
Balance at December 31,2017 16.344,442 7,955 253,470 229,141 (4,272) 3,395 (3,395) 486,294

Net Income - — — 56,580 — — — 56,580

Cumulative effect of the adoption of ASU
2014-09 _ _ _ (1,498) _ _ _ (1,498)

Reclassification upon the adoption of ASU 2018-02 — — — 907 (907) — — —
Other comprehensive income — — — — (1,534) — — (1,534)

Dividends declared ($1.4350 per share) — — — (23,600) — — — (23,600)

Dividend reinvestment plan — — (3) — — — — (3)

Share-based compensation and tax benefit *‘*’*^’ 34,103 16 2,184 — - — — 2,200

Treasury stock activities*^’ — — — — — 459 (459) —
Balance at December 31,201S 16,378,545 S 7,971 $ 255,651 $ 261,530 S (6,713) S 3,854 $ (3,854) S 518,439

2,000,000 shares of preferred stock at $0.01 par value per share have been authorized. No shares have been issued or are outstanding; accordingly, no information has 
been included in the Statements of Stockholders’Equi^'- Shares of preferred stock may be issued from time to time, by authorization ofour Board of Directors and at 
their discretion.

Includes 97,053,90,961 and 76,745 shares at December 31,2018,2017 and 2016, respectively, held in a Rabbi Trust related to our Non-Qualified Deferred 
Compensation Plan.

On September 22,2016, we completed a public offering of 960,488 shares of our common stock at a price per share of $62.26. The net proceeds from the sale of common 
stock, after deducting underwriting commissions and expenses, were approximately $57.4 million.

Includes amounts for shares issued for directors’ compensation.
'^’The shares issued under the SICPare net of shares withheld for employee taxes. For 2018,2017 and 2016, we withheld 10,436,10,269 and 12,03! shares, respectively, 
for taxes.

The accompanying notes are an integral part of the financial statements.
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1. Organization and Basis of Presentation

Chesapeake Utilities, incorporated in 1947 in Delaware, is a diversified energy company engaged in regulated and unregulated 
energy businesses.
Our regulated energy businesses consist of: (a) regulated natural gas distribution operations in central and southern Delaware, 
Maryland’s eastern shore and Florida; (b) regulated natural gas transmission operations on the Delmarva Peninsula, in Pennsylvania 
and in Florida; and (c) regulated electric distribution operations serving customers in northeast and northwest Florida.

Our unregulated energy businesses primarily include: (a) propane operations in the Mid-Atlantic region and Florida; (b) our natural 
gas marketing operation providing natural gas supply directly to commercial and industrial customers in Florida, Delaware, 
Maryland, Pennsylvania, Ohio and other states; (c) our unregulated natural gas transmission/supply operation in central and eastern 
Ohio; (d) our CHPpIant in Florida that generates electricity and steam; and (e) our newest subsidiary, based in Florida, that provides 
mobile compressed natural gas ("CNG") utility and pipeline solutions to commercial, industrial and other utility customers 
throughout the Southeast and Midwest portions of die country.

Our consolidated financial statements include the accounts of Chesapeake Utilities and its wholly-owned subsidiaries. We do not 
have any ownership interest in investments accounted for using the equity method or any interest in a variable interest entity. All 
intercompany accounts and transactions have been eliminated in consolidation. We have assessed and, if applicable, reported on 
subsequent events through the date of issuance of these consolidated financial statements.

We reclassified certain amounts in the consolidated statement of income for the years ended December 31, 2017 and 2016 to 
conform to the current year’s presentation.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Use of Estimates
The preparation of the consolidated financial statements in conformity with GAAP requires management to make estimates in 
measuring assets and liabilities and related revenues and expenses. These estimates involve judgments about various future 
economic factors that are difficult to predict and are beyond our control; therefore, actual results could differ from these estimates. 
As additional information becomes available, or actual amounts are determined, recorded estimates are revised. Consequently, 
operating results can be affected by revisions to prior accounting estimates.

Property, Plant and Equipment

Property, plant and equipment are stated at original cost less accumulated depreciation or fair value, if impaired. Costs include 
direct labor, materials and third-party construction contractor costs, allowance for funds used during construction ("AFUDC"), 
and certain indirect costs related to equipment and employees engaged in construction. The costs of repairs and minor replacements 
are charged to expense as incurred, and the costs of major renewals and betterments are capitalized. Upon retirement or disposition 
of property within the regulated businesses, the gain or loss, net of salvage value, is charged to accumulated depreciation. Upon 
retirement or disposition of property owned by the unregulated businesses, the gain or loss, net of salvage value, is charged to 
income. A summary of property, plant and equipment by classification as of December 31,2018 and 2017 is provided in the 
following table;
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As of December 31,

fin thousands) 2018 2017
Property, plant and equipment

Regulated Energy
Natural gas distribution - Delmarva Peninsula and Florida $ 657,630 $ 589,149
Natural gas transmission - Delmarva Peninsula, Pennsylvania and Florida 537,654 384,360
Electric distribution - Florida 102,133 100,227

Unregulated Energy
Propane operations - Mid-Atlantic and Florida 123,632 108,177
Natural gas transmission - Ohio 70,225 66,037
Electricity and Steam generation - Florida 35,239 35,239
Mobile CNG utility and pipeline solutions 7,240 —
Oflier unregulated energy 1,346 1,229

Other 34,584 27,699
Total property, plant and equipinent 1,569,683 1,312,117
Less: Accumulated depreciation and amortization (294,295) (270,599)
Plus: Construction work in progress 108,584 84,509
Net property, plant and equipment $ 1,383,972 $ 1,126,027

Contributions or Advances in Aid of Construction
Customer contributions or advances in aid of construction reduce property, plant and equipment, unless the amounts are refundable 
to customers. Contributions or advances may be refundable to customers after a number of years based on the amount of revenues 
generated from the customers or the duration of the service provided to the customers. Refundable contributions or advances are 
recorded initially as liabilities. Non-refundable contributions reduce property, plant and equipment at the time of such determination. 
As of December 31,2018, 2017 and 2016, the non-refundable contributions totaled $2.8 million, $2.1 million and $1.0 million, 
respectively.

AFUDC
Some of the additions to our regulated property, plant and equipment include AFUDC, which represents the estimated cost of 
funds, from both debt and equity sources, used to finance the construction of major projects. AFUDC is capitalized in the applicable 
rate base for ratemaking purposes when the completed projects are placed in service. During the year ended December 31,2018, 
AFUDC totaled $1.9 million, which was reflected as a reduction of interest charges. During the years ended December 31,2017 
and 2016, AFUDC was not material.

Assets Used in Leases

Property, plant and equipment for the Florida natural gas transmission operation included $ 1.4 million of assets, at December 31, 
2018 and 2017, consisting primarily of mains, measuring equipment and regulation station equipment used by Peninsula Pipeline 
to provide natural gas transmission service pursuant to a contract with a third party. This contract is accounted for as an operating 
lease due to the exclusive use of the assets by the customer. The service under this contract commenced in January 2009 and 
generates $264,000 in annual revenue for a 20-year term. Accumulated depreciation for these assets totaled $720,000 and $652,000 
at December 31,2018 and 2017, respectively.

Capital Lease Assets

Property, plant and equipment include capital lease assets related to: (i) a lease arrangement entered into by our Delmarva Peninsula 
natural gas distribution operation associated with Sandpiper's capacity, supply and operating agreement and (ii) our Mid-Atlantic 
propane operation's lease arrangement for property in Anne Arundel County Maryland which it intends to purchase during the 
first quarter of 2019. Information regarding the impact of the capital leases in our financial statements is shown below. Additional 
information can be found in Note 21, Other Commitments and Contingencies.
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As of December 31,

(m thousands) 2018 2017
Fair value of asset at lease inception $ 7,816 $ ■ J 7,126
Less: Accumulated amortization 6,506 5,056
Capital lease asset . . s MIO ..$. . 2,070

For the years ended December 31,
(in thousands) 2018 2017 2016
Amortization included in fuel cost recovery mechanism $1,451 , , $1,401 : .

,.$14353

Jointly-owned Pipeline

Property, plant and equipment for our Florida natural gas transmission operation also included $6.7 million of assets, at 
December 31,2018 and 2017, which consist of the 16-mile pipeline from the Duval/Nassau County line to Amelia Island in Nassau 
County, Florida, jointly owned with Peoples Gas. The amount included in property, plant and equipment represents Peninsula 
Pipeline’s 45-percent ownership of this pipeline. Peninsula Pipeline's share of direct expenses for the jointly-owned pipeline are 
included in the operating expenses of the income statement. Accumulated depreciation for this pipeline totaled $ 1.4 million and 
$1.3 million, at December 31,2018 and 2017, respectively.

Asset Impairment Evaluations

We periodically evaluate whether events or circumstances have occurred, which indicate that other long-lived assets may not be 
fiilly recoverable. The determination of whether an impairment has occurred is based on an estimate of undiscounted future cash 
flows attributable to the asset, compared to the carrying value of the asset. When such events or circumstances are present, we 
record an impairment loss equal to the excess of the asset's carrying value over its fair value, if any.

In May 2016, we received $650,000 in cash pursuant to a settlement agreement with a vendor related to implementation of a 
customer billing system which is reflected as "Gain from a settlement" in the accompanying consolidated statements of income. 
The retention of this amount is contingent upon engaging this vendor to provide agreed-upon services through May 2020.

Depreciation and Accretion Included in Operations Expenses
We compute depreciation expense for our regulated operations by applying composite, annual rates, as approved by the respective 
regulatory bodies. The following table shows the average depreciation rates used for regulated operations during the years ended 
December 31,2018,2017 and 2016:

2018 2017 2016
Natural gas distribution - Delrnarva Peninsula .......... ... . ^/..2,5% .. - \2.5%.,. . ::2.5%
Natural gas distribution - Florida 2.9% 2.9% 2.9%
Natural gas transmission - Delrnarva Peninsula 2.7% 2.8% 2.7%
Natural gas transmission - Florida 2.3% 3.5% 3.9%
Electric distribution - Florida : ; .3.4% ■ , -O’ ;;3.5%
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For our unregulated operations, we compute depreciation expense on a straight-line basis over the following estimated useful lives 
of the assets:

Asset Description
Propane distribution mains
Propane bulk plants and tanks
Propane equipment, meters and meter installations
Measuring and regulating station equipment
Natural gas pipelines
Natural gas right of ways
CHP plant
Natural gas processing equipment 
Office furniture and equipment 
Transportation equipment 
Structures and improvements 
Other

Useful Life 
10-37 years 
10-40 years 
5-33 years 
5-37 years 
45 years 
Perpetual 
30 years 

20-25 years
3- 10 years
4- 20 years
5- 45 years 

Various

We report certain depreciation and accretion in operations expense, rather than as a depreciation and amortization expense, in the 
accompanying consolidated statements of income in accordance with industry practice and regulatory requirements. Depreciation 
and accretion included in operations expense consists of the accretion of the costs of removal for future retirements of utility assets, 
vehicle depreciation, computer software and hardware depreciation, and other minor amounts of depreciation expense. For the 
years ended DecemberSl, 2018, 2017 and 2016, we reported $8.5 million, $8.1 million and $7.3 million, respectively, of 
depreciation and accretion in operations expenses.
Regulated Operations
We account for our regulated operations in accordance with ASC Topic 980, Regulated Operations, which includes accounting 
principles for companies whose rates are determined by independent third-party regulators. When setting rates, regulators often 
make decisions, the economics of which require companies to defer costs or revenues in different periods than may be appropriate 
for unregulated enterprises. When this situation occurs, a regulated company defers the associated costs as regulatory assets on 
the balance sheet and records them as expense on the income statement as it collects revenues. Further, regulators can also impose 
liabilities upon a regulated company, for amounts previously collected from customers and for recovery of costs that are expected 
to be incurred in the future, as regulatory liabilities. If we were required to terminate the application of these regulatory provisions 
to our regulated operations, all such deferred amounts would be recognized in the statement of income at that time, which could 
have a material impact on our financial position, results of operations and cash flows.

We monitor our regulatory and competitive environments to determine whether the recovery of our regulatory assets continues to 
be probable. If we determined that recovery of these assets is no longer probable, we would write off the assets against earnings. 
We believe that the provisions of ASC Topic 980, Regulated Operations, continue to apply to our regulated operations and that 
the recovery of our regulatory assets is probable.
Revenue Recognition
Revenues for our natural gas and electric distribution operations are based on rates approved by the PSC in each state in which 
they operate. Eastern Shore’s revenues are based on rates approved by the FERC. Customers’ base rates may not be changed 
without formal approval by these commissions. The PSCs, however, have authorized our regulated operations to negotiate rates, 
based on approved methodologies, with customers that have competitive alternatives. The FERC has also authorized Eastern Shore 
to negotiate rates above or below the FERC-approved maximum rates, which customers can elect as an alternative to FERC- 
approved maximum rates.

For regulated deliveries of natural gas and electricity, we read meters and bill customers on monthly cycles that do not coincide 
with the accounting periods used for financial reporting purposes. We accrue unbilled revenues for natural gas and electricity 
delivered, but not yet billed, at the end of an accounting period to the extent that they do not coincide. We estimate the amount of 
the unbilled revenue by jurisdiction and customer class.

All of our regulated natural gas and electric distribution operations have fuel cost recovery mechanisms, except for two utilities 
that provide only unbundled delivery service (Chesapeake Utilities' Central Florida Gas division and FPU's Indiantown division). 
These mechanisms allow us to adjust billing rates, without further regulatory approvals, to reflect changes in the cost of purchased 
fuel. Differences between the cost of fuel purchased and delivered are deferred and accounted for as either unrecovered fuel cost 
or amounts payable to customers. Generally, these deferred amounts are recovered or refunded within one year.
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We charge flexible rates to our natural gas distribution industrial interruptible customers who can use alternative fiiels. Interruptible 
service imposes no contractual obligation to deliver or receive natural gas on a firm service basis.

For the unregulated propane operation business, we record revenue in the period the products are delivered and/or services are 
rendered for bulk deliveiy customers without meters. For propane customers with meters and natural gas marketing customers 
whose billing cycles do not coincide with our accounting periods, we accrue unbilled revenue for product delivered but not yet 
billed and bill customers at the end of an accounting period, as we do in our regulated businesses.

Our Ohio natural gas transmission/supply operation recognizes revenues based on actual volumes of natural gas shipped using 
contractual rates based upon index prices that are published monthly.

Our natural gas marketing operation recognizes revenue based on the volume of natural gas delivered to its customers.

Eight Flags records revenues based on the amount of electricity and steam generated and sold to its customers.

We report revenue taxes, such as gross receipts taxes, fi^chise taxes, and sales taxes, on a net basis.

Cost of Sales
Cost of sales includes the direct costs attributable to the products sold or services provided to our customers. These costs 
include primarily the variable commodity cost of natural gas, electricity and propane, costs of pipeline capacity needed to 
transport and store natural gas, transmission costs for electricity, costs to gather and process natural gas, costs to transport 
propane to/ffom our storage facilities or our mobile CNG equipment to customer locations, and steam and electricity generation 
costs. Depreciation expense is not included in cost of sales.

Operations and Maintenance Expenses
Operations and maintenance expenses include operations and maintenance salaries and benefits, materials and supplies, usage of 
vehicles, tools and equipment, payments to contractors, utility plant maintenance, customer service, professional fees and other 
outside services, insurance expense, minor amounts of depreciation, accretion of removal costs for ^ture retirements of utility 
assets and other administrative expenses.

Cash and Cash Equivalents
Our policy is to invest cash in excess of operating requirements in overnight income-producing accounts. Such amounts are stated 
at cost, which approximates fair value. Investments with an original maturity of three months or less when purchased are considered 
cash equivalents.

Accounts Receivable and Allowance for Doubtful Accounts
Accounts receivable consist primarily of amounts due for sales of natural gas, electricity and propane and transportation and 
distribution services to customers. An allowance for doubtful accounts is recorded against amounts due based upon our collections 
experiences and an assessment of our customers’ inability or reluctance to pay. If circumstances change, our estimates of recoverable 
accounts receivable may also change. Circumstances which could affect such estimates include, but are not limited to, customer 
credit issues, the level of natural gas, electricity and propane prices and general economic conditions. Accounts are written off 
when they are deemed to be uncollectible.

Inventories
We use the average cost method to value propane, materials and supplies, and other merchandise inventory. If market prices drop 
below cost, inventory balances that are subject to price risk are adjusted to their net realizable value. There was no lower-of-cost- 
or-net realizable value adjustment during 2018,2017 or 2016.

Goodwill and Other Intangible Assets
Goodwill is not amortized but is tested for impairment at least annually, or more frequently if an event occurs or circumstances 
change that would more likely than not reduce the fair value of a reporting unit below its carrying value. We use a present value 
technique based on discounted cash flows to estimate the fair value of our reporting units. An impairment charge is recognized if 
the carrying value of a reporting unit’s goodwill exceeds its implied fair value. The testing of goodwill for 2018,2017 and 2016 
indicated no goodwill impairment.

Other intangible assets are amortized on a straight-line basis over their estimated economic useful lives.

Other Deferred Charges
Other deferred charges include primarily issuance costs associated with short-term borrowings. These charges are amortized over 
the life of the related short-term debt borrowings.
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As authorized by the appropriate regulatory body (state PSC or FERC), we accrue future asset removal costs associated with utility 
property, plant and equipment even if a legal obligation does not exist. Such accruals are provided for through depreciation expense 
and are recorded with corresponding credits to regulatory liabilities or assets. When we retire depreciable utility plant and equipment, 
we charge the associated original costs to accumulated depreciation and amortization, and any related removal costs incurred are 
chained to regulatory liabilities or assets. The difference between removal costs recognized in depreciation rates and the accretion 
and depreciation expense recognized for financial reporting purposes is a timing difference between recovery of these costs in 
rates and their recognition for financial reporting purposes. Accordingly, these differences are deferred as regulatory liabilities or 
assets. In the rate setting process, the regulatory liability or asset is excluded from the rate base upon which those utilities have 
the opportunity to earn their allowed rates of return. The costs associated with our asset retirement obligations are either currently 
being recovered in rates or are probable of recovery in future rates.

Pension and Other Postretirement Plans
Pension and other postretirement plan costs and liabilities are determined on an actuarial basis and are affected by numerous 
assumptions and estimates, including the fair value of plan assets, estimates of the expected returns on plan assets, assumed discount 
rates, the level of contributions made to the plans, and current demographic and actuarial mortality data. We review annually the 
estimates and assumptions underlying our pension and other postretirement plan costs and liabilities with the assistance of third- 
party actuarial firms. The assumed discount rates, expected returns on plan assets and the mortality assumption are the factors that 
generally have the most significant impact on our pension costs and liabilities. The assumed discount rates, health care cost trend 
rates and rates of retirement generally have the most significant impact on our postretirement plan costs and liabilities.

The discount rates are utilized principally in calculating the actuarial present value of our pension and postretirement obligations 
and net pension and postretirement costs. When estimating our discount rates, we consider high-quality corporate bond rates, such 
as the Prudential curve index and the Citigroup yield curve, changes in those rates from the prior year and other pertinent factors, 
including the expected life of each of our plans and their respective payment options.

The expected long-term rates of return on assets are utilized in calculating the expected returns on the plan assets component of 
our annual pension plan costs. We estimate the expected returns on plan assets of each of our plans by evaluating expected bond 
returns, asset allocations, the effects of active plan management, the impact of periodic plan asset rebalancing and historical 
performance. We also consider the guidance from our investment advisors in making a final determination of our expected rates 
of return on assets.

We estimate the health care cost trend rates used in determining our postretirement net expense based upon actual health care cost 
experience, the effects of recently enacted legislation and general economic conditions. Our assumed rate of retirement is estimated 
based upon our annual reviews of participant census information as of the measurement date.

The mortality assumption used for our pension and postretirement plans reviewed periodically and is based on the actuarial table 
that best reflects of the expected mortality of the plan participants.

Income Taxes, Investment Tax Credit Adjustments and Tax-Related Contingency
Deferred tax assets and liabilities are recorded for the income tax effect of temporary differences between the financial statement 
basis and tax basis of assets and liabilities and are measured using the enacted income tax rates in effect in the years in which the 
differences are expected to reverse. Deferred tax assets are recorded net of any valuation allowance when it is more likely than 
not that such income tax benefits will be realized. Investment tax credits on utility property have been deferred and are allocated 
to income ratably over the lives of the subject property.

We account for uncertainty in income taxes in our consolidated financial statements only if it is more likely than not that an 
uncertain tax position is sustainable based on technical merits. Recognizable tax positions are then measured to determine the 
amount of benefit recognized in the consolidated financial statements. We recognize penalties and interest related to unrecognized 
tax benefits as a component of other income.

We account for contingencies associated with taxes other than income when the likelihood of a loss is both probable and estimable. 
In assessing the likelihood of a loss, we do not consider the existence of current inquiries, or the likelihood of future inquiries, by 
tax authorities as a factor. Our assessment is based solely on our application of the appropriate statutes and the likelihood of a 
loss, assuming the proper inquiries are made by tax authorities.

Financial Instruments
Our propane operations enter into derivative transactions, such as swaps, put options and call options in order to mitigate the 
impact of wholesale price fluctuations on inventory valuation and future purchase commitments. Our natural gas marketing
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operation enters into natural gas futures and swap contracts to mitigate any price risk associated with the purchase and/or sale of 
natural gas to specific customers. These transactions may be designated as fair value hedges or cash flow hedges, if they meet all 
of the accounting requirements pursuant to ASC Topic 815, Derivatives and Hedging, and we elect to designate the instruments 
as hedges. If designated as a fair value hedge, the value of the hedging instrument, such as a swap, future, or put option, is recorded 
at fair value, with the effective portion of the gain or loss of the hedging instrument effectively reducing or increasing the value 
of the hedged item. If designated as a cash flow hedge, the value of the hedging instrument, such as a swap, call option or natural 
gas futures contract, is recorded at fair value with the effective portion of the gain or loss of the hedging instrument being recorded 
in comprehensive income. The ineffective portion of the gain or loss of a hedge is recorded in earnings. If the instrument is not 
designated as a fair value or cash flow hedge, or it does not meet the accounting requirements of a hedge under ASC Topic 815, 
Derivatives and Hedging, it is recorded at fair value with all gains or losses being recorded directly in earnings.

Our natural gas, electric and propane operations and natural gas marketing operations enter into agreements with suppliers to 
purchase natural gas, electricity, and propane for resale to our respective customers. Purchases under these contracts, as well as 
distribution and marketing operations sales agreements with counterparties or customers, either do not meet the definition of a 
derivative, or qualify for “normal purchases and sales” treatment under ASC Topic Z\5 Derivatives and Hedging, and are accounted 
for on an accrual basis.

Recently Adopted Accounting Standards

Revenue fi~om Contracts with Customers (ASC 606) - On January 1, 2018, we adopted ASU 2014-09, Revenue from Contracts 
with Customers, and all the related amendments using the modified retrospective method. We recognized the cumulative effect 
of initially applying the new revenue standard to all of our contracts as an adjustment to the beginning balance of retained earnings. 
The comparative information has not been restated and continues to be reported under the accounting standards in effect for those 
periods. The impact of adoption of the new revenue standard was immaterial to our net income.

This standard required entities to recognize revenue when control of the promised goods or services is transferred to customers 
at an amount that reflects the consideration that the entity expects to receive in exchange for those goods or services. The guidance 
also requires a number of disclosures regarding the nature, amount, timing, and uncertainty of revenue and the related cash flows. 
See Note 5, Revenue Recognition, for additional information.

The following highlights the impact of the adoption of ASC 606 on our income statement for the year ended December 31,2018 
and consolidated balance sheet as of December 31,2018:

Year Ended 
December 31,2018

Income statement 
(in thousands)

Regulated Energy operating revenues 
Regulated Energy cost of sales 
Depreciation and amortization 
Income before income taxes 
Income taxes 
Net income

Effect of 
Without Change 

As Adoption Higher
Reported of ASC 606 (Lower)

$ ^ 345,^81 V '346,289 ^ V:' ' (1,008) 

121,828 122,463 (635)
' 40,802 40,767 1; 35

77,574 77,981 (407)
20,994 .21,106 ^ (112)
56,580 56,875 (295)
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As of December 31,2018

Balance sheet 
(in thousands)
Assets

As Reported
Without Adoption of 

ASC 606
Effect of Change 
Higher (Lower)

Accrued revenue $ 27,499 $ 29,461 $ (1,962)
Long-tenn receivables and other deferred charges $ 6,985 $ 6,816 $ 169

Capitalization
Retained earnings $ 261,530 $ 263,323 $ (1,793)

The primary impact of the adoption of ASC 606 on our income statement was the delayed recognition of approximately $407,000 
in operating income during the year ended December 31,2018, to future years, and a cumulative adjustment that decreased retained 
earnings and other assets by $1.8 million at December 31, 2018, associated with a long-term firm transmission contract with an 
industrial customer.

Compensation-Retirement Benefits (ASC 715) - In March 2017, the FASB issued ASU 2017-07, Improving the Presentation of 
Net Periodic Pension Cost and Net Periodic Post-Retirement Benefit Cost. Under this guidance, employers are required to report 
the service cost component in the same line item or items as other compensation costs arising from services rendered by the 
pertinent employees during the period. The other components of net benefit costs are required to be presented in the income 
statement separately from the service cost component and should not be included in operating expenses. We adopted ASU 2017-07 
on January 1,2018 and applied the changes in the other components of net benefit costs, retrospectively. As our plans have been 
frozen for some time, there is no service cost component. The components of net benefit costs have been reclassified to other 
expense. Aside from changes in presentation, implementation of this standard did not have a material impact on our financial 
position or results of operations.

Statement of Cash Flows (ASC 230) - In August 2016, the FASB issued ASU 2016-15, Classification of Certain Cash Receipts 
and Cash Payments, which clarifies how certain transactions are classified in the statement of cash flows. We adopted ASU 2016-15 
on January 1, 2018. Implementation of this new standard did not have a material impact on our consolidated statement of cash 
flows.

Compensation - Stock Compensation (ASC 718) - In May 2017, the FASB issued ASU 2017-09, Scope ofModification Accounting, 
to clarify when to account for a change in the terms or conditions of a share-based payment award as a modification. Under this 
guidance, modification accounting is required only if the fair value, the vesting conditions or the award classification (equity or 
liability) change because of a change in the terms or conditions of the award. We adopted ASU 2017-09, prospectively, on January 
1,2018. Implementation of this new standard did not have a material impact on our financial position or results of operations.

Income Statement - Reporting Comprehensive Income (ASC 220) - In February 2018, the FASB issued ASU 2018-02, 
Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income, which allows a reclassification from 
accimiulated other comprehensive income to retained earnings for stranded tax effects resulting from the TCJA. We adopted ASU 
2018-02 on January 1, 2018, and reclassified stranded tax effects from accumulated other comprehensive loss related to our 
employee benefit plans and commodity contract cash flows hedges. Implementation of this new standard did not have a material 
impact on our financial position and results of operations. See Note 16, Stockholders' Equity, for additional information.

Derivatives and Hedging (ASC 815) - In August 2017, the FASB issued ASU 2017-12, Targeted Improvements to Accounting for 
Hedging Activities, to better align an entity’s risk management activities and financial reporting for hedging relationships through 
changes to both the designation and measurement guidance for qualifying hedging relationships and the presentation of hedge 
results. ASU 2017-12 expands the risks that can be designated as hedged risks in cash flow hedges to include cash flow variability 
from contractually specified components of forecasted purchases or sales of non-financial assets. ASU 2017-12 requires the entire 
change in fair value of a hedging instrument that is included in the assessment of hedge effectiveness to be presented in the same 
income statement line that is used to present the earnings effects of the hedged item for fair value hedges and in other comprehensive 
income for cash flow hedges. ASU 2017-12 requires a tabular presentation of the income statement effect of fair value and cash 
flow hedges and eliminates the requirement to disclose the ineffective portion of the change in fair value of hedging instruments. 
We adopted ASU 2017-12, effective July 1, 2018, with no material impact on our financial statements. See Note 8, Derivative 
Instruments, for additional information with respect to the disclosures required by ASU 2017-12.

Compensation - Retirement Benefits - Defined Benefit Plans - General (ASC 715-20) - In August 2018, the FASB issued ASU 
2018-14, Disclosure Framework - Changes to the Disclosure Requirements for Defined Benefit Plans, which removes, clarifies 
and adds certain disclosure requirements in ASC 715-20 related to defined benefit pension and other postretirement plans. ASU
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2018-14 will be effective for our annual and interim financial statements, on a retrospective basis, beginning January 1, 2021, 
although early adoption is permitted. We early adopted and updated our disclosures during the annual period ended December 31, 
2018. Since the guidance impacted disclosures only, there was no impact on our financial position or results of operations.

Recent Accounting Standards Yet to be Adopted

Leases (ASC 842J - In February 2016, the FASB issued ASU 2016-02, Leases, which requires lessees to recognize leases on the 
balance sheet and disclose key information about leasing arrangements. The standard establishes a right of use ("ROU") model 
that requires a lessee to recognize a ROU asset and lease liability for all leases with a term greater than 12 months. The update 
also expands the required quantitative and qualitative disclosures surrounding leases. ASC 842 was subsequently amended by 
ASU No. 2018-01, Land Easement Practical Expedientfor Transition to Topic 842; ASU No. 2018-10, Codification Improvements 
to Topic 842, Leases; and ASU No. 2018-11, Targeted Improvements. ASU 2016-02 will be effective for our annual and interim 
financial statements, beginning January 1,2019, although early adoption is permitted. We expect to adopt ASU 2016-02 effective 
January 1,2019, and use the modified retrospective transition approach to all existing leases.

The new standard permits companies to elect several practical expedients. We expect to elect: (1) the ‘package of practical 
expedients,’ pursuant to which we do not need to reassess our prior conclusions about lease identification, lease classification and 
initial direct costs and (2) the ‘use-of-hindsight’ practical expedient, which allows us to use hindsight in assessing impairment of 
our existing land easements. We also intend to aggregate all non-lease components with the respective lease components.

The most significant effect of ASC 842 will be recognition of ROU assets and lease liabilities on our balance sheet for our operating 
leases and providing significant new disclosures about our leasing activities. We currently expect that upon adoption, we will 
recognize lease liabilities ranging from $11.0 to $13.0 million, with corresponding ROU of the same amount based on the present 
value of the remaining minimum rental payments for existing operating leases.

Intangibles-Goodwill (ASC 3501 - In January 2017, the FASB issued ASU 2017-04, Simplifying the Testfor Goodwill Impairment, 
which simplifies how an entity is required to test goodwill for impairment by eliminating Step 2 from the goodwill impairment 
test. ASU 2017-04 will be effective for our annual and interim financial statements beginning January 1, 2020, although early 
adoption is permitted. The amendments included in this ASU are to be applied prospectively. We believe that implementation of 
this new standard will not have a material impact on our financial position or results of operations.

Compensation - Stock Compensation (ASC 7181 - In June 2018, the FASB issued ASU IdXZ-Ol, Improvements to Nonemployee 
Share-Based Payment Accounting, which expands the scopeofTopic 718 to include share-based payment transactions for acquiring 
goods and services from nonemployees. ASU 2018-07 will be effective for our annual and interim financial statements beginning 
January 1,2019, although early adoption is permitted. We believe that implementation of this new standard will not have a material 
impact on our financial position or results of operations.

Fair Value Measurement CASC 8201 - In August 2018, the FASB issued ASU 2018-13, Disclosure Framework - Changes to the 
Disclosure Requirements for Fair Value Measurement, which removes, modifies and adds certain disclosure requirements on fair 
value measurements in ASC 820. ASU 2018-13 will be effective for our annual and interim financial statements beginning January 
1,2020. Since the changes only impact disclosures, there will be no financial impact.

3. Earnings Per Share

The following table presents the calculation of oiu basic and diluted earnings per share for the years ended December 31;
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(in thousands, except shares and per share data)
Calculation of Basic Earnings Per Share:

Net Income
Weighted average shares outstanding

Basic Earnings Per Share

Calculation of Diluted Earnings Per Share:
Net Income

Reconciliation of Denominator:
Weighted average shares outstanding — Basic 
Effect of dilutive securities — Share-based compensation 

Adjusted denominator — Diluted
Diluted Earnings Per Share

Notes to the Consolidated Financial Statements 

For the Year Ended December 31,
2018 2017 2016

$ 56,580 $ 58,124 $ 44,675
16,369,616 16,336,789 15,570,539

S 3,46 $ 3.56 $ 2.87

56,580 $

16,369,616
50,254

58,124 $

16,336,789
46,563

44,675

15,570,539
42,552

16,419,870 16,383,352 15,613,091
3.45 $ 3.55 $ 2.86

4. ACQUISITIONS 

Acquisitions in 2018

Marlin Gas Services and Ohl Fuel Oil Acquisitions
In December 2018, Marlin Gas Services, LLC (“Marlin Gas Services”), our newly created subsidiary, acquired certain operating 
assets of Marlin Gas Transport, Inc. (“Marlin Gas Transport”), a supplier of mobile compressed natural gas utility and pipeline 
solutions. The acquisition will enable Chesapeake Utilities to offer solutions to address supply interruption scenarios and tailor 
other alternatives where pipeline supplies are not available or cannot meet customer requirements.

In December 2018, Sharp acquired certain propane operating assets and customers of R. F. Ohl Fuel Oil, Inc. ("Ohl"), which 
provided propane distribution service to approximately 2,500 residential and commercial customers in Pennsylvania.

We accounted for the purchases of the operating assets of Marlin Gas Transport and Ohl, which totaled approximately $18.4 
million, as business combinations within our Unregulated Energy segment. Goodwill of $4.8 million, related to the Marlin Gas 
Transport acquisition, and $1.5 million, associated with the Ohl acquisition, were initially recorded at the close of these transactions. 
The amounts recorded in conjunction with these acquisitions are preliminary and subject to adjustment based on additional 
valuations performed during the measurement period. Due to the timing of these acquisitions, the revenue and net income from 
these acquisitions in 2018 were immaterial.

Acquisitions in 2017

ARM, Chipola and Central Gas Acquisitions
In August 2017, PESCO acquired certain natural gas marketing assets of ARM Energy Management, LLC ("ARM"). The acquired 
assets complemented PESCO’s existing asset portfolio and expanded our regional footprint and retail demand in a market where 
we had existing pipeline capacity and wholesale liquidity. We accounted for the purchase of these assets as a business combination 
and initially recorded goodwill of $4.3 million within our Unregulated Energy segment. In connection with the acquisition, we 
initially recorded a contingent consideration liability of $2.5 million, based on aprojection that the acquired business would achieve 
a gross margin target in 2018. During the second quarter of 2018, we identified certain known information as of the acquisition 
date that was not considered in our original analysis and would have resulted in no contingent consideration liability being initially 
recorded. Therefore, we reversed the originally-recorded contingent liability and reduced goodwill by $2.5 million. We similarly 
revised the consolidated balance sheet as of December 31, 2017. These revisions are considered immaterial to our consolidated 
financial statements. Based on actual gross margin results in 2018, we were not required to make additional payments under the 
contingent consideration provisions of the purchase agreement.

In August and December of 2017, Flo-gas acquired certain operating assets of Chipola Propane Gas Company ("Chipola") and 
Central Gas Company of Okeechobee, Incorporated ("Central Gas"), adding approximately 1,125 residential and commercial 
propane delivery service customers in Florida.

The acquisition accounting amounts recorded in conjunction with the above transactions are final. The revenue and net income 
from these acquisitions included in our consolidated statements of income were not material.
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5. Revenue Recognition
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We recognize revenue when our performance obligations under contracts with customers have been satisfied, which generally 
occurs when our businesses have delivered or transported natural gas, electricity or propane to customers. We exclude sales taxes 
and other similar taxes from the transaction price. Typically, our customers pay for the goods and/or services we provide in the 
month following the satisfaction of our performance obligation.

The following table displays our revenue by major source based on product and service type for the twelve months ended 
December 31, 2018:

(in thousands)
Regulated

Energy
Unregulated

Energy
Other and 

Eliminations Total
Energy distribution . ; H

Delaware natural gas division $ 70,338 $ — $ — $ 70,338

Florida natural gas division 25,341 — - —. 25,341

FPU electric distribution 79,803 — — 79,803
FPU natural gas distribution 81,118 — — - 81,118
Maiyland natural gas division 24,172 — — 24,172
Sandpiper natural gas/propane operations 22,088 — - 22,088

Total energy distribution 302,860 — — 302,860

Energy transmission
:It

Aspire Energy, 35,407
'■ '

35,407
Eastern Shore 64,248 — — 64,248
Peninsula Pipeline ■ : "• 11,927 'V. .. '• — • i; 11,927

Total energy transmission 76,175 35,407 — 111,582

Energy generation
Eight Flags . : 17,302 ■1: , .17,302

Propane operations ::

Mid-Atlantic propane operations — 102,321 — 102,321
Florida propane operations — 21,282 — • r 21,282

Total propane operations — 123,603 — 123,603

Energy services
Marlin Gas Services 121 — 121
PESCO - Natural Gas Marketing 258,713 - 258,713

— 258,834
■' i;

258,834

Other and eliminations ' *!«
Eliminations (33,754) (16,486) (49,062) (99,302)
Other '......... 1,957 653 h 2,610

Total other and eliminations (33,754) (14,529) (48,409) (96,692)

Total operating revenues $ 345,281 $ 420,617 $ (48,409) $ 717,489
'' Includes other revenue (revenues from sources other than contracts with customers) of $236,000 and $334,000 for our Regulated and Unregulated Energy 
segments, respectively. The sources of other revenues include revenue from alternative revenue programs related to revenue normalization for Maryland division 
and Sandpiper and late fees.
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Regulated Energy Segment
The businesses within our Regulated Energy segment are regulated utilities whose operations and customer contracts are subject 
to rates approved by the respective state PSC or the FERC.
Our energy distribution operations deliver natural gas or electricity to customers, and we bill the customers for both the delivery 
of natural gas or electricity and the related commodity, where applicable. In most jurisdictions, our customers are also required 
to purchase the commodity from us, although certain customers in some jurisdictions may purchase the commodity from a third- 
party retailer (in which case we provide delivery service only). We consider the delivery of natural gas or electricity and/or the 
related commodity sale as one performance obligation because the commodity and its deliveiy are highly interrelated with two- 
way dependency on one another. Our performance obligation is satisfied over time as natural gas or electricity is delivered and 
consumed by the customer. We recognize revenues based on monthly meter readings, which are based on the quantity of natural 
gas or electricity used and the approved rates. We accrue unbilled revenues for natural gas and electricity that have been delivered, 
but not yet billed, at the end of an accounting period, to the extent that billing and delivery do not coincide.

Revenues for Eastern Shore are based on rates approved by the FERC. The FERC has also authorized Eastern Shore to negotiate 
rates above or below the FERC-approved maximum rates, which customers can elect as an alternative to the FERC-approved 
maximum rates. Eastern Shore’s services can be firm or interruptible. Firm services are offered on a guaranteed basis and are 
available at all times unless prevented by force majeure or other permitted curtailments. Interruptible customers receive service 
only when there is available capacity or supply. Our performance obligation is satisfied over time as we deliver natural gas to the 
customers' locations. We recognize revenues based on capacity used or reserved and the fixed monthly charge.

Peninsula Pipeline is engaged in natural gas intrastate transmission to third-party customers and certain affiliates in the State of 
Florida. Our performance obligation is satisfied over time as the natural gas is transported to customers. We recognize revenue 
based on rates approved by the Florida PSC and the capacity used or reserved. We accrue unbilled revenues for transportation 
services provided and not yet billed at the end of an accounting period.

Unregulated Energy Segment
Revenues generated from the Unregulated Energy segment are not subject to any federal, state, or local pricing regulations. Aspire 
Energy primarily sources gas from hundreds of conventional producers and performs gathering andprocessing functions to maintain 
the quality and reliability of its gas for its wholesale customers. Aspire Energy's performance obligation is satisfied over time as 
natural gas is delivered to its customers. Aspire Energy recognizes revenue based on the deliveries of natural gas at contractually 
agreed upon rates (which are based upon an established monthly index price and a monthly operating fee, as applicable). For 
natural gas customers, we accrue unbilled revenues for natural gas that has been delivered, but not yet billed, at the end of an 
accounting period, to the extent that billing and delivery do not coincide with the end of the accounting period.
Eight Flags' CHP plant, which is located on land leased from a customer, produces three sources of energy; electricity, steam and 
heated water. Rayonier purchases the steam (unfired and fired) and heated water, which are used in the customer’s production 
facility. Our electric distribution operation purchases the electricity generated by the CHP plant for distribution to its customers. 
Eight Flags' performance obligation is satisfied over time as deliveries of heated water, steam and electricity occur. Eight Flags 
recognizes revenues over time based on the amount of heated water, steam and electricity generated and delivered to its customers.
For our propane operations, we recognize revenue based upon customer type and service offered. Generally, for propane bulk 
delivery customers (customers without meters) and wholesale sales, our performance obligation is satisfied when we deliver 
propane to the customers' locations (point-in-time basis). We recognize revenue from these customers based on the number of 
gallons delivered and the price per gallon at the point-in-time of deliveiy. For our propane delivery customers with meters, we 
satisfy our performance obligation over time when we deliver propane to customers. We recognize revenue over time based on 
the amount of propane consumed and the applicable price per unit. For propane delivery metered customers, we accrue unbilled 
revenues for propane that has been delivered, but not yet billed, at the end of an accounting period, to the extent that billing and 
delivery do not coincide with the end of the accounting period.
PESCO provides natural gas supply and asset management services to customers (including affiliates of Chesapeake Utilities) 
located primarily in Florida, the Delmarva Peninsula, and the Appalachian Basin. PESCO's performance obligation is satisfied 
over time as natural gas is delivered to its customers. PESCO recognizes revenue over time based on monthly customer meter 
readings. We accrue unbilled revenues for natural gas that has been delivered, but not yet billed, at the end of an accounting period.
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The timing of revenue recognition, customer billings and cash collections results in trade receivables, unbilled receivables (contract 
assets), and customer advances (contract liabilities) in our consolidated balance sheets. The balances of our trade receivables, 
contract assets, and contract liabilities as of December 31,2018 and 2017 were as follows:

Trade
Receivables

Contract Assets 
(Non-current)

Contract Liabilities 
(Current)

(in thousands)
Balance at 12/31/2017 S 74,962 $ 1,270 $ 407
Balance at 12/31/2018 ^ ' ' 83,214 2,614 480
Increase (decrease) $ 8,252 $ 1,344 $ 73

Our trade receivables are included in accounts receivable in the consolidated balance sheets. Our non-current contract assets are 
included in receivables and other deferred charges b the consolidated balance sheet and relate to operations and maintenance costs 
incurred by Eight Flags that have not yet been recovered through rates for the sale of electricity to our electric distribution operation 
pursuant to a long-term service agreement.

At times, we receive advances or deposits from our customers before we satisfy our performance obligation, resulting in contract 
liabilities. At December 31,2018 and 2017, we had a contract liability of $480,000 and $407,000, respectively, which was included 
in other accrued liabilities in the consolidated balance sheet, and which relates to non-refundable prepaid fixed fees for our Mid- 
Atlantic propane operation’s retail offerings. Our performance obligation is satisfied over the term of the respective retail offering 
plan on a ratable basis. For the twelve months ended December 31,2018, we recognized revenue of $697,000.

Remaining performance obligations

Our businesses have long-term fixed fee contracts with customers in which revenues are recognized as performance obligations 
are satisfied over the contract term. Revenue for these businesses for the remaining performance obligations at December 31, 
2018 are expected to be recognized as follows:

2019 2020 2021 2022 2023
2024 and 
thereafter(in thousands)

Eastern Shore andPenidS^i^^' ^

Natural gas distribution operations 4,109 3,586 3,358 3,320 2,924 30,826

297 297 297 109FPU electric distribution
Totail revehuecdntfadtS’=“Wtofeffibnbf pbitfbiMmc#

Practical expedients

For our businesses with agreements that contain variable consideration, we use the invoice practical expedient method. We 
determined that the amounts invoiced to customers correspond directly with the value to our customers and our performance to 
date.

6. Segment Information

We use the management approach to identify operating segments. We organize our business around differences in regulatory 
environment and/or products or services, and the operating results of each segment are regularly reviewed by the chief operating 
decision maker (our Chief Executive Officer) in order to make decisions about resources and to assess performance.

Our operations are comprised of two reportable segments:

• Regulated Energy. Includes energy distribution and transmission services (natural gas distribution, natural gas 
transmission and electric distribution operations). All operations in this segment are regulated, as to their rates and services, 
by the PSC having jurisdiction in each operating territory or by the FERC in the case of Eastern Shore.
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• Unregulated Energy. Includes energy transmission, energy generation (the operations of our Eight Flags' CHP plant), 

propane operations, the new mobile CNG utility and pipeline solutions subsidiary, and other energy services (natural gas 
marketing and related services). These operations are unregulated as to their rates and services. Through March 2017, 
this segment also included the operations of Xeron, our propane and crude oil trading subsidiary that wound down its 
operations shortly after the first quarter of 2017. Also included in this segment are other unregulated energy services, 
such as energy-related merchandise sales and heating, ventilation and air conditioning, plumbing and electrical services.

The remainder of our operations is presented as “Other businesses and eliminations,” which consists of unregulated subsidiaries 
that own real estate leased to Chesapeake Utilities, as well as certain corporate costs not allocated to other operations.

The following table presents information about our reportable segments.

For the Year Ended December 31,
2018 2017 2016

(in thousands)
Operating Revenues, Unaffiliated Customers

Regulated Energy S 332,749 $ 316,971 $ 302,402
Unregulated Energy 384,740 300,612 196,458

Total operating revenues, unaffiliated customers $ 717,489 $ 617,583 $ 498,860
Intersegment Revenues

Regulated Energy % 12,532 $ 9,339 $ 3,287
Unregulated Energy 35,877 23,983 7,321
Other businesses 653 774 880

Total intersegment revenues $ 49,062 $ 34,096 $ 11,488
Operating Income

Regulated Energy $ 79,215 $ 74,584 $ 71,515
Unregulated Energy 16,901 12,631 14,066
Other businesses and eliminations (1,496) 205 402

Operating Income 94,620 87,420 85,983
Other expense (615) (2,342) (2,328)
Interest charges 16,431 12,645 10,639
Income Before Income taxes 77,574 72,433 73,016
Income taxes 20,994 14,309 28,341
Net Income $ 56,580 $ 58,124 $ 44,675
Depreciation and Amortization

Regulated Energy $ 31,876 $ 28,554 $ 25,677
Unregulated Energy 8,845 7,954 6,386
Other businesses and eliminations 81 91 96

Total depreciation and amortization s 40,802 $ 36,599 $ 32,159
Capital Expenditures

Regulated Energy $ 235,912 $ 159,011 $ 139,994
Unregulated Energy 38,700 26,190 23,984
Other businesses , 8,364 5,902 5,398

Total capital expenditures $ 282,976 $ 191,103 $ 169,376

All significant intersegment revenues are billed at market rates and have been eliminated from consolidated revenues.
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Identifiable Assets 
Regulated Energy 
Unregulated Energy 
Other businesses 
Total identifiable assets

Our operations are entirely domestic.

As of December 31,
2018 2017

$ 1,345,805 $ il,121,673
306,045 259,041

41,821 ;i 34,220
$ 1,693,671 $ 1,414,934

7. Supplemental Cash Flow Disclosures

Cash paid for interest and income taxes during the years ended December 31,2018,2017 and 2016 were as follows:

For the Year Ended December 31,
2018 2017 2016

(in thousands)
Cash paid for interest $ 16,741 $ 12,420 . $ ;i 10,315
Cash paid for income taxes, net of refunds $ 477 $ (4,114) $ (5,308)

Non-cash investing and financing activities during the years ended December 31,2018,2017, and 2016 were as follows:

For the Year Ended December 31,
2018 2017 2016

(in tkotisands)
Capital property and equipment acquired on account, but not paid for as of 
DecemberSl - $ 39,402 $ • ' 15,457 . ■ n 9,791
Common stock issued for the Retirement Savings Plan S — $ — $ 777
Common stock issued under the SICP $ 2,006 $ 1,127 $ H' 1,027

Capital lease obligation $ 1,310 $ 2,070 $ 3,471

8. Derivative Instruments

We use derivative and non-derivative contracts to manage risks related to obtaining adequate supplies and the price fluctuations 
of natural gas, electricity and propane. Our natural gas, electric and propane operations have entered into agreements with suppliers 
to purchase natural gas, electricity and propane for resale to our customers. Aspire Eneigy has entered into contracts with producers 
to secure natural gas to meet its obligations. Purchases under these contracts typically either do not meet the definition of derivatives 
or are considered “normal purchases and normal sales” and are accounted for on an accrual basis. Both our propane operations 
and our natural gas marketing operations may also enter into fair value hedges of their inventory or cash flow hedges of their 
future purchase commitments in order to mitigate the impact of wholesale price fluctuations. As of December 31,2018 and 2017 
our natural gas and electric distribution operations did not have any outstanding derivative contracts.

We adoptedASU 2017-12 as of July 1,2018. SeeNote\,Summary of Significant Accounting Policies, under the heading "recently 
adopted accounting standards" for additional details.

Volume of Derivative 4 ctivitv
As of December 31,2018, the volume of our open commodity derivative contracts were as follows;

Business unit Commodity
Quantity hedged 

(in millions) Designation
Longest Expiration 

date of hedge
PESCO/natural gas marketing 
PESCO/natural gas marketing 
Sharp/propane operations 
Sharp/propane operations

Natural gas (Dts) ~ ‘14.4
Natural gas (Dts) 3.8
Propane (gallons): ' . ?.7>
Propane (gallons) 0.3

Gash^ows hedges 
Not designated 
Gash flows hedges: 
Fair value hedges

March 2ft22 
December 2020 

' :0une 202f V 

March 2019
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PESCO entered into natural gas futures contracts associated with the purchase and sale of natural gas to specific customers. We 
designated and accounted for them as cash flow hedges. The change in fair value of the natural gas futures contracts is recorded 
as unrealized gain (loss) in other comprehensive income (loss) and later recognized in the statement of income in the same period 
and in the same line item as the hedged transaction. We expect to reclassify approximately $1.5 million from accumulated other 
comprehensive loss to earnings during the next 12-month period ending December 31, 2019.

Sharp entered into futures and swap agreements to mitigate the risk of fluctuations in wholesale propane index prices associated 
with the propane volumes expected to be purchased during the heating season. Under the futures and swap agreements, Sharp will 
receive the difference between (i) the index prices (Mont Belvieu prices in August 2018 through June 2021) and (ii) the per gallon 
propane swap prices, to the extent the index prices exceed the contracted prices. If the index prices are lower than the swap prices, 
Sharp will pay the difference. We designated and accounted for propane swaps as cash flows hedges. The change in the fair value 
of the swap agreements is recorded as unrealized gain (loss) in other comprehensive income (loss) and later recognized in the 
statement of income in the same period and in the same line item as the hedged transaction. We expect to reclassify approximately 
$ 1.2 million from accumulated other comprehensive income to earnings during the next 12-month period ending December 31, 
2019.

Balance sheet offsetting

PESCO has entered into master netting agreements with counterparties that enable it to net the counterparties' outstanding accounts 
receivable and payable, which are presented on a net basis in the consolidated balance sheets. The following table summarizes 
the accounts receivable and payables on a gross and net basis at December 31, 2018 and 2017:

(in thousands) 
Accounts receivable 
Accounts payable

AtDecemberSl, 2018
Gross amoimts Amounts offset

12,368 $
24,741 $

Net amounts
3,834 $
3,834 $

8,534
20,907

(in thousands) 
Accounts receivable 
Accounts payable

At December 31,2017
Gross amounts Amounts offset

8,283
16,643

2,391
2,391

Net amounts
5,892

14,252

Broker Margin

Futures exchanges have contract specific margin requirements that require the posting of cash or cash equivalents relating to traded 
contracts. Margin requirements consist of initial margin that is posted upon the initiation of a position, maintenance margin that 
is usually expressed as a percent of initial margin, and variation margin that fluctuates based on the daily MTM relative to 
maintenance margin requirements. We maintain separate broker margin accounts for Sharp and PESCO. At December 31, 2018 
and 2017, Sharp's account had a zero balance. The balances related to PESCO are as follows:

(in thousands) Balance Sheet Location
December 31, 

2018
December 31, 

2017
PESCO Other Current Assets 2,810 $ 6,300

Financial Statements Presentation

The following tables present information about the fair value and related gains and losses of our derivative contracts. We did not 
have any derivative contracts with a credit-risk-related contingency. Fair values of the derivative contracts recorded in the 
consolidated balance sheets as of December 31,2018 and 2017 are as follows:
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Derivative Assets
Fair Value As Of

(in thousands) Balance Sheet Location December 31,2018 December 31,2017
Derivatives not designated as hedging instruments .......... ' '

Propane swap agreements Derivative assets, at fair value s — $ 13
Natural gas futures contracts Derivative assets, at fair value

Derivatives designated as fair value hedges
Propane put options Derivative assets, at fair value

Derivatives designated as cash flow hedges
Natural gas futures contracts > Derivative assets, at fair value 9,059 : -92
Propane swap agreements Derivative assets, at fair value 11 1,181

Total Derivative Assets - ',a3il65' ^ 1,286^

Derivative Liabilities
Fair Value As Of

(in thousands) Balance Sheet Location December 31,201$ December 31,2017
Derivatives not designated as hedging instruments

Natural gas futures contracts Derivative liabilities, at fair value $ 4,562 $ 5,776
Derivatives designated as cash flow hedges ...

Natural gas futures contracts Derivative liabilities, at fair value 8,705
Natural gas swap contracts ; - Derivative liabilities, at fair value — .... . .469
Propane swap agreements Derivative liabilities, at fair value 1,604 2

Total Derivative Liabilities $ 14371 $ 6^47

The effects of gains and losses from derivative instruments are as follows:

Amount of Gain (Loss) on Derivatives:

For tbe Year Ended December 31,
(in thousands) (Loss) on Derivatives 2018 2017 2016
Derivatives not designated as hedging 
instruments ■■ ■■

Realized gain (loss) on forward contracts 
and options Revenue $ — $ 112 $ (546)
Natural gas futures contracts H Gostofsales . (3,189) • . (3,633) ** *• (541)
Propane swap agreements Cost of sales (13) 8 7
Natural gas swap contracts Cost of sales • i

_
Derivatives designated as fair value hedges

Put/Call option ' • ....... \-,:„.:':’C6st^sies;\ ......... ......  (9). i 49
Natural gas futures contracts Natural gas inventory — — (233)

Derivatives designated as cash flow hedges
Propane swap agreements Cost of sales (647) 1,607 (364)
Propane swap ^cements .; Other cpihprehCTsiy? income (loss):;, . ■. -I- ^ ;^(2i?7^ 487:- : ''H 1,016
Natural gas futures contracts Cost of sales (2,010) (456) 345
Natural gas swap contracts Cost of sales ‘ ' ■ 197' ' (822) i!-' . " _
Natural gas futures contracts Other comprehensive income (loss) 532 (1,476) 222
NaUiral gas swap contracts Other comprehensive income 200 986

■

—
Total $ (7,703) $ (3.195) $ (45)

As of December 31,2018, the following amounts were recorded in the consolidated balance sheets related to fair value hedges:
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(in thousands)

Balance SHeet Location of Hedged Items

Carrying Amount ofHedged Item

At December 31, 
2018

At December 31, 
2017

Inventory 212 $

Cumulative Adjustment Included in 
Carrying Amount of Hedged Item

At December 31, 
2018

At December 31, 
2017

— $ — $

9. Fair Value of Financul Instruments

GAAP establishes a fair value hierarchy that prioritizes the inputs to valuation methods used to measure fair value. The three levels 
of the fair value hierarchy are the following:

Fair Value 
Hierarchy

Level 1
Description of Fair Value Level

Unadjusted quoted prices in active 
markets that are accessible at the 
measurement date for identical, 
unrestricted assets or liabilities

Fair Value Technique Utilized 
Imestments - equity securities - The fair values of these 
trading securities are recorded at fair value based on 
unadjusted quoted prices in active markets for identical 
securities.

Investments - mutual Junds and other - Tlie fair values of 
these investments, comprised of money market and muhial 
funds, are recorded at fair value based on quoted net asset 
values of the shares.

Level 2 Quoted prices in markets that are not 
active, or inputs which are observable, 
either directly or indirectly, for 
substantially the full term of the asset or 
liability

Derivative assets and liabilities - The fair values of forward 
contracts are measured using market transactions in either the 
listed or over-the-counter markets. The fair value of the 
propane put/call options, swap agreements and natural gas 
futures contracts are measured using market transactions for 
similar assets and liabilities in either the listed or over-the- 
counter markets.

Level 3 Prices or valuation techniques requiring 
inputs that are both significant to the fair 
value measurement and unobservable 
(i.e. supported by little or no market 
activity)

Investments ~ guaranteed income fund - The fair values of 
these investments are recorded at the contract value, which 
approximates their fair value.

Financial Assets and Liabilities Measured at Fair Value
The following tables summarize our financial assets and liabilities that are measured at fair value on a recurring basis and the fair 
value measurements, by level, within the fair value hierarchy as of December 31,2018 and 2017, respectively:

Fair Value Measurements Using:

As of December 31,2018 Fair Value

Significant Other Significant 
Quoted Prices in Observable Unobservable
Active Markets Inputs Inputs

(Level 1) (Level 2) (Level 3)
(in thoitsands)

Assets:
Investments—equity securities
Investments—guaranteed income fund 
Investments—mutual funds and other

$ 22
686

6,003

$ 22

6,003

$
—

$
686

Total investments 6,711 6,025 — 686
Derivative assets 13,165 — 13,165 —

Total assets $ 19,876 S 6,025 $ 13,165 $ 686
Liabilities:

Derivative liabilities $ 14,871 $ — $ 14,871 $ —
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Fair Value Measurements Using:

As of December 31,2017 Fair Value

Significant Other Significant 
Quoted Prices in Observable Unobservable
Active Markets Inputs Inputs

(Level 1) (Level 2) (Level 3)
(in thousands)

Assets:
Investments—equity securities
Investments—guaranteed income fund 
Investments—^mutual funds and other

$ 22
648

6,086

$ 22 $”

6,086
'—

S
648

Total investments 6,756 6,108 .V' _ ' ' ! 648
Derivative assets 1,286 — 1,286 —

Total assets .$ 8,042 $' ■ : :;6,1.08 4,286 $' H 648
Liabilities:

Derivative liabilities $ 6,247 $ — .$ ' 6,247 $ [; —

The following table sets forth the summary ofthe changes in the fair value of Level 3 investments for the years ended December 31, 
2018 and 2017:

For the Year Ended December 31,

(in thousands)
Beginning Balance 
Purchases and adjustments 
Transfers/disbursements 
Investment income 
Ending Balance

2018 2017

$ 648 $ 561
68 79

(41) (53)
11 61

686 $ 648

Investment income from the Level 3 investments is reflected in other expense, net in the consolidated statements of income.

At December 31,2018 and 2017, there were no non-financial assets or liabilities required to be reported at fair value. We review 
our non-financial assets for impairment at least on an annual basis, as required.

Other Financial Assets and Liabilities
Financial assets with carrying values approximating fair value include cash and cash equivalents and accoimts receivable. Financial 
liabilities with carrying values approximating fair value include accounts payable and other accrued liabilities and short-term debt. 
The fair value of cash and cash equivalents is measured using the comparable value in the active market and approximates its 
carrying value (Level 1 measurement). The fair value of short-term debt approximates the carrying value due to its short maturities 
and because interest rates approximate current market rates (Level 3 measurement).

At December 31,2018, long-term debt, which includes the current maturities but excludes capital lease obligations, had a canying 
value of $327.2 million, compared to the estimated fair value of $323.8 million, using a discounted cash flow methodology that 
incorporates a market interest rate based on published corporate borrowing rates for debt instruments with similar terms and 
average maturities, adjusted for duration, optionality and risk profile. At December 31,2017, long-term debt, which includes the 
current maturities but excludes a capital lease obligation, had a carrying value of $205.2 million, compared to a fair value of $215.4 
million. The valuation technique used to estimate the fair value of long-term debt would be considered a Level 3 measurement.

See Note 17, Employee Benefit Plans, for fair value measurement information related to our pension plan assets.

10. Investments
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The investment balances at December 31,2018 and 2017, consisted of the following:

(in thousands)
Rabbi trust (associated with the Non-Qualified Deferred Compensation Plan)
Investments in equity securities
Total

As of December 31,
2018 2017

$ 6,689 $ 6,734
22 22

$ 6,711 $ 6,756

We classify these investments as trading securities and report them at their fair value. For the year ended December 31,2018, we 
recorded net unrealized losses of $428,000 and for the years ended December 31,2017 and 2016, we recorded net unrealized gains 
of $1.0 million and $379,000, respectively, in other income (expense) in the consolidated statements of income related to these 
investments. For the investment in the Rabbi Trust, we also have recorded an associated liability, which is included in other pension 
and benefit costs in the consolidated balance sheets and is adjusted each period for the gains and losses incurred by the investments 
in the Rabbi Trust.

11. GOODWILL AND OTHER INTANGIBLE ASSETS

The carrying value of goodwill as of December 31,2018 and 2017 was as follows:

As of December 31,
(in thousands) 2018 2017
Goodwill

Regulated Energy
Florida Natural Gas Distribution**^ $ 3,353 $ 3,353

Unregulated Energy
Mid-Atlantic Propane Operations 2,147 674
Florida Propane Operations 1,188 1,188
Aspire Energy 10,119 10,119
Marlin Gas Services 4,760 —
Natural Gas Marketing - PESCO 4,270 4,270

Total Goodwill $ 25,837 $ 19,604

"^Florida natural gas distribution includes Chesapeake Utilities' Central Florida Gas division, FPU and FPU's Indiantown and Fort Meade divisions.

The annual impairment testing for 2018 and 2017 indicated no impairment of goodwill.

The carrying value and accumulated amortization of intangible assets subject to amortization as of December 31,2018 and 2017 
are as follows:

As of December 31,
2018 2017

Gross Gross
Carrying Accumulated Carrying Accumulated

^in thousand';} Amount Amortization Amount Amortization
Customer lists $ . 7,757 $ 3,664 $ 7,393 $ 2,880
Non-Compete agreements 2,245 202 270 175
Other 270 199 270 192
Total $ 10,272 S 4,065 $ 7,933 $ 3,247

The customer lists, non-compete agreements and other intangibles acquired in the purchases of the operating assets of several 
companies are being amortized over five to 41 years.

For the years ended December 31,2018,2017 and 2016, amortization expense of intangible assets was $818,000, $537,000, and 
$380,000, respectively. Amortization expense of intangible assets is expected to be $1.1 million for each of the years 2019,2020 
and 2021, $820,000 for 2022 and $813,000 for 2023.
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12. Income Taxes

We file a consolidated federal income tax return. Income tax expense allocated to our subsidiaries is based upon their respective 
taxable incomes and tax credits. State income tax returns are filed on a separate company basis in most states where we have 
operations and/or are required to file. Our state returns for tax years after2014 are subject to examination. At December 31,2018, 
the 2015 and 2016 federal income tax returns are under examination, and no report has been issued at this time.

We had no net operating loss for federal income tax purposes as of December 31,2018 and 2017. For state income tax purposes, 
we had net operating losses in various states of $60.1 million and $34.2 million as of December 31,2018 and 2017, respectively, 
almost all of which will expire in 2037. We have recorded deferred tax assets of $2.0 million and $1.6 million related to state net 
operating loss carry-forwards at December 31, 2018 and 2017, respectively, but we have not recorded a valuation allowance to 
reduce the future benefit of the tax net operating losses because we believe they will be fully utilized.

Federal Tax Reform

On December 22,2017, President Trump signed into law the TCJA. Substantially all of the provisions of the TCJA are effective 
for taxable years beginning on or after January 1, 2018. The provisions significantly impacting us include the reduction of the 
corporate federal income tax rate from 35 percent to 21 percent. Our federal income tax expense for periods beginning on January 
1,2018 are based on the new federal corporate income tax rate. The TCJA included changes to the Internal Revenue Code, which 
materially impacted our 2017 financial statements. ASC 740, Income Taxes, requires recognition of the effects of changes in tax 
laws in the period in which the law is enacted. ASC 740 requires deferred tax assets and liabilities to be measured at the enacted 
tax rate expected to apply when temporary differences are to be realized or settled. We have completed the assessment of the 
impact as it relates to accounting for certain effects of the TCJA. At the date of enactment in 2017, we re-measured deferred income 
taxes based upon the new corporate tax rate. See Note 19, Rates and Other Regulatory Activities, for further discussion of the 
TCJA's impact on our regulated businesses.

In 2018, we elected early adoption oiAS\J20\Z-02,ReclassificationofCertainTax Effects from AccumulatedOther Comprehensive 
Income. Accordingly, we reclassified stranded tax effects resulting from the TCJA fi’om accumulated other comprehensive loss 
to retained earnings, related to our employee benefit plans and commodity contracts cash flow hedges.

The following tables provide: (a) the components of income tax expense in 2018,2017, and 2016; (b) the reconciliation between 
the statutory federal income tax rate and the effective income tax rate for 2018, 2017, and 2016; and (c)the components of 
accumulated deferred income tax assets and liabilities at December 31,2018 and 2017.

For the Year Ended December 31,

(in thousands)
Current Income Tax Expense 

Federal 
State 
Other

Total current income tax expense
Deferred Income Tax Expense

Property, plant and equipment 
Deferred gas costs ^
Pensions and other employee benefits
FPU merger-related premium cost and deferred gain
Net operating loss carryforwards
Other

Total deferred income tax expense
Total Income Tax Expense

2018 2017 2016

$ (845) $ 2,803 $ ■■ (4,898)
660 492 2,053
(47). . (71) (71)

(232) 3,224 (2,916)
;i- '

19,164 8,314 31,062
(1,435) 2,002 1,163

463 180 237
(528) (1,148) (572)
(331) 193 (9)

3,893 1,544 i: (624)
21,226 11,085 31,257

$ 20,994 $ 14,309 $ 28,341
^'rincludes $3.5 million, $873,000 and $2.1 million of deferred state income taxes for the years 2018,2017 and 2016, respectively.
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For the Year Ended December 31,

(in thousands)
Reconciliation of Effective Income Tax Rates

Federal income tax expense 
State income taxes, net of federal benefit 
ESOP dividend deduction 
Revaluation of deferred tax assets and liabilities 
Other

Total Income Tax Expanse ■ '
Effective Income Tax Rate

Federal income taxes were calculated at 21 percent for 2018 and 35 percent for 2017 and 2016.
‘^“Effective tax rate 2017 includes the impact of the revaluation of deferred tax assets and liabilities for our unregulated businesses due to implementation of the 
TCJA.

2018 2017 2016

$ 16,291 $ 25,351 $ 22,759
4,088 1,894 3,422
(158) (257) (264)

— (14,299) —
773 1,620 2,424

$ 20,994 $ . 14,309 $ 28,341
27.06% 19.75% 38.81%

As of December 31,
2018 2017

(in thousands)
Deferred Income Taxes

Deferred income tax liabilities:
Property, plant and equipment $ 153,423 $ 133,581
Acquisition adjustment 8,896 9,323
Loss on reacquired debt 32 153
Deferred gas costs 1,139 2,574
Natural gas conversion costs 3,987 2,760

■■■■■.Other 2,641 2,662
Total deferred income tax liabilities 170,118 151,053
Deferred income tax assets:

Pension and other employee benefits 3,711 4,698
EnvironmentaFcosfe^ •: - < 1,710 1,744
Net operating loss carryforwards 2,010 1,625

■ ■ ■ -Selfinsurance■"'■■■ "■■'■■■' ■■-r':*'" ■ ■■'-■■—---'v- --- ■ 151 164
Storm reserve liability — 717
Other ; : 5,716 6,255

Total deferred income tax assets 13,298 15,203
Deferred Income Taxes Per Consolidated Balance Sheets $ 156,820 $ . 135,850
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13. LONG-TERM Debt

Our outstanding long-term debt is shown below;

As of December 31,
(in thotisands) 2018 2017
FPU secured first mortgage bonds: - H

9.08% bond, due June 1, 2022 $ 7,986 $ 7,982
Uncollateralized Senior Notes:

5.50% note, due October 12, 2020 4,000 6,000
5.93% note, due October 31,2023 15,000 ■■ n 18,000
5.68% note, due June 30,2026 23,200 26,100
6.43% note, due May 2,2028 7,000

■!:

7,000
3.73% note, due December 16,2028 20,000 20,000
3.88% note, due May 15,2029 50,000 50,000
3.25% note, due April 30,2032 70,000 70,000
3.48% note, due May 31,2038 50,000 —
3.58% note, due November 30,2038 50,000 —

Term Note due January 21,2020 30,000 i- . —
Promissory notes 26 97
Capital lease obligations -1310- ■ -if :2,070
Less: debt issuance costs (567) (433)
Total long-term debt 327,955 ^■11 206,816
Less: current maturities (11,935) (9,421)
Total long-term debt, net of current maturities $ 316,020 $: 197,395

In December of 2018 we issued a $30.0 million unsecured Term Note through PNC Bank N.A. The maturity date of the Term Note is January 21, 2020. The 
Term Note bears interest at a rate equal to the one month LIBOR rate plus 75 basis points. The interest rate at December 31. 2018 W(2S 3.23%

Annual maturities

Annual maturities and principal repayments of long-term debt, excluding the capital lease obligation, are as follows:

Year 2019 2020 2021 2022 • 2023 Thereafter ^ i Total
(in thousands) 

Payments $ 10,626 $ 45,600 $ 13,600 $ 25,100 $ 20,600 $ 211,700 $' 327,226

See Note 15, Lease Obligations, for future payments related to the capital lease obligation.
Shelf Agreements

We have entered into Shelf Agreements with Prudential, MetLife and N YL who are under no obligation to purchase any unsecured 
debt.

The Prudential Shelf Agreement totaling $150.0 million was entered in October 2015 and we issued $70.0 million of 3.25 percent 
unsecured debt in April 2017. The Prudential Shelf Agreement was amended in September 2018 to increase the borrowing capacity 
to $150.0 million after which Prudential accepted our request to purchase our unsecured debt of $100.0 million at an interest rate 
of 3.98 percent on or before August 20, 2019. The NYL Shelf Agreement totaling $100.0 million was entered in March 2017 
and we issued unsecured debt totaling $100.0 million during 2018. The NYL Shelf Agreement was amended in November 2018 
to provide additional borrowing capacity of $50.0 million. As of December 31,2018, we had not requested that MetLife purchase 
unsecured senior debt under the MetLife Shelf Agreement.
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The following table summarizes our shelf agreements borrowing information at December 31,2018:

(in thousands)
Shelf Agreement 
Prudential Shelf Agreement 
MetLife Shelf Agreement 
NYL Shelf Agreement 
Total

Total
Borrowing
Capacity

Less Amount Remaining
of Debt Less Unfunded Borrowing
Issued Commitments Capacity

$ 220,000 $ (70,000) $ (100,000) $ 50,000
150,000 — — 150,000
150,000 (100,000) — 50,000

$ 520,000 $ (170,000) $ (100,000) $ 250,000
The Prudential Shelf Agreement and the NYL Shelf Agreement set forth certain business covenants to which we are subject when 
any note is outstanding, including covenants that limit or restrict our ability, and the ability of our subsidiaries, to incur indebtedness, 
or place or permit liens and encumbrances on any of our property or the property of our subsidiaries.

Secured First Mortgage Bonds

We guaranteed FPU’s first mortgage bonds, which are secured by a lien covering all of FPU’s property. FPU’s first mortgage 
bonds contain a restriction that limits the payment of dividends by FPU to an amount less than the sum of $2.5 million plus FPU’s 
consolidated net income accrued on and after January 1,1992. As of December 31,2018, FPU’s cumulative net income base was 
$155.8 million, offset by restricted payments of $37.6 million, leaving $118.2 million of available dividend capacity.

The dividend restrictions in FPU’s first mortgage bonds resulted in approximately $42.2 million of the net assets of our consolidated 
subsidiaries being restricted at December 31,2018. This represents approximately 8.1 percent of our consolidated net assets. Other 
than the dividend restrictions associated with FPU’s first mortgage bonds, there are no legal, contractual or regulatory restrictions 
on the net assets of our subsidiaries.

Uncollateralized Senior Notes

All of our uncollateralized Senior Notes require periodic principal and interest payments as specified in each note. They also 
contain various restrictions. The most stringent restrictions state that we must maintain equity of at least 40.0 percent of total 
capitalization, and the fixed charge coverage ratio must be at least 1.2 times. The most recent Senior Notes issued in December 
2013 also contain a restriction that we must maintain an aggregate net book value in our regulated business assets of at least 50.0 
percent of our consolidated total assets. Failure to comply with those covenants could result in accelerated due dates and/or 
termination of the Senior Note agreements.

Certain uncollateralized Senior Notes contain a “restricted payments” covenant as defined in the respective note agreements. The 
most restrictive covenants of this type are included within the 5.93 percent Senior Note, due October 31, 2023. The covenant 
provides that we cannot pay or declare any dividends or make any other restricted payments in excess of the sum of $ 10.0 million, 
plus our consolidated net income accrued on and after January 1, 2003. As of December 31, 2018, the cumulative consolidated 
net income base was $444.3 million, offset by restricted payments of $201.5 million, leaving $242.8 million of cumulative net 
income free of restrictions. As of December 31,2018, we are in compliance with all of our debt covenants.

14. Short-term Borrowings

At December 31, 2018 and 2017, we had $294.5 million and $251.0 million, respectively, of short-term borrowings outstanding 
at the weighted average interest rates of 3.44 percent and 2.42 percent, respectively. We have an aggregate of $370.0 million in 
credit lines comprised of five unsecured bank credit facilities with four financial institutions, with $220.0 million in total available 
credit, and a Revolver with five participating Lenders totaling $150.0 million. All of these facilities expire on October 31, 2019 
with the exception of the Revolver which is available through October 8,2020. We incurred commitment fees of $93,300, $ 131,000 
and $ 145,000 in 2018,2017 and 2016, respectively. The following table summarizes our short-term borrowing facilities information 
at December 31,2018 and 2017.
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Outstanding borrowings at

Available at
Total LIBOR Based December 31, December 31, December

(in thousands) Facility Interest Rate 2018 2017 31,2018

Bank Credit Facility

Committed revolving credit facility A $ 55,000
plus 1.00 
percent S 25,000 $ 55,000 $ 30,000

Committed revolving credit facility B 30,000
plus 1.00 
percent 15,431 20,500 ;i 14,569

Short-term revolving credit note C 50,000
plus 0.80 
percent 50,000 50,000 —

Committed revolving credit facility D ' 45,000
plus 0.85 

- percent 34,672. 40,171 10328

Committed revolving credit facility E 40,000
plus 0.85 
percent 40,000 — —

Committed revolving credit facility F^^^ 150,000
plus up to 1.25 

percent 125,000 ; 75,000 ij 25,000

Total short term credit facilities $ 370,000 $ 290,103 $ 240,671 $ 79,897
Book overdrafts'*^ 4355 10,298

Total short-term borrowing $ 294,458 $ 250,969

If presented, tfiese book overdrafts would be funded thiou^ the bank revolving credit facilities.
This committed revolving credit facility includes a restriction that our short-term borrowings, excluding any borrowings under the committed revolving 

credit facility, shall not exceed $200.0 million.

We are authorized by our Board of Directors to borrow up to $350.0 million of short-term debt, as required, from these short-term 
lines of credit. These bank credit facilities are available to provide funds for our short-term cash needs to meet seasonal working 
capital requirements and to temporarily fund portions of our capital expenditures.

The availability of funds under our credit facilities is subject to conditions specified in the respective credit agreements, all of 
which we currently satisfy. These conditions include our compliance with financial covenants and the continued accuracy of 
representations and warranties contained in these agreements. We are required by the financial covenants in our revolving credit 
facilities to maintain, at the end of each fiscal year, a funded indebtedness ratio of no greater than 65 percent. We are in compliance 
with all of our debt covenants.

15. Lease Obligations

We have entered into several operating lease arrangements for office space, land, equipment and pipeline facilities. Rent expense 
related to these leases for 2018,2017 and 2016 was $3.8 million, $3.6 million and $2.5 million, respectively. As of December 31, 
2018, future minimum payments under our current lease agreements are as follows:

Year(s) 2019 2020 2021 2022 2023
(in thousands) 

Expected payments $2,349 $1,998 $1,761 $1,689 $1,642

Thereafter

$5,398

Total

;$14,837

For the years ended December 31, 2018, 2017 and 2016 we paid $2.4 million ,$1.5 million and $1.5 million respectively, for 
capital lease arrangements related to Sandpiper's capacity, supply and operating agreement and our Mid-Atlantic propane operations’ 
lease arrangement for property in Anne Arundel County, Maryland which it intends to purchase during the first quarter of 2019. 
Future minimum payments under these lease arrangements are $1.3 million in 2019.

16. STOCKHOLDERS’ EQUITY 

Accumulated Other Comprehensive (Loss)

Defined benefit pension and postretirement plan items, unrealized gains (losses) of our propane swap agreements, call options 
and natural gas futures and swap contracts, designated as commodity contracts cash flow hedges, are the components of our 
accumulated comprehensive income (loss). In 2018, we elected early adoption of ASU 2018-02, Reclassification of Certain Tax
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Effects from Accumulated Other Comprehensive Income. Accordingly, we reclassified stranded tax effects resulting from the TCJA 
from accumulated other comprehensive loss to retained earnings, related to our employee benefit plans and commodity contracts 
cash flow hedges.
The following table present the changes in the balance of accumulated other comprehensive loss for the years ended December 31, 
2018 and 2017. All amounts in the following tables are presented net of tax.

Defined Benefit 
Pension and 

Postretirement
Commodity 

Contracts Cash

(in thousands)
As of December 31,2016

Other comprehensive income before reclassifications 
Amounts reclassified from accumulated other comprehensive income/(loss) 

Net current-period other comprehensive income/(loss)
As of December 31,2017

Other comprehensive loss before reclassifications 
Amounts reclassified from accumulated other comprehensive income 

Net current-period other comprehensive loss
Stranded tax reclassification to retained earnings 

As of December 31,2018

Plan Items Flow Hedges Total

$ (5,360) $ 482 $ (4,878)
281 159 440
336 (170) 166
617 (11) 606

(4,743) 471 (4,272)
(602) (3,130) (3,732)
439 1,759 2,198

(163) (1,371) 0,534)
(1,022) 115 (907)

$ (5,928) $ (785) $ (6,713)

The following table presents amounts reclassified out of accumulated other comprehensive income (loss) for the years ended 
December 31, 2018, 2017 and 2016. Deferred gains and losses of our commodity contracts cash flow hedges are recognized in 
earnings upon settlement.

For the Year Ended December 31,
(in thousands) 2018 2017 2016
Amortization of defined benefit pension and postretirement plan 
items:

Prior service cost $ 77 $ 77 $ 77
Net gain (579) (636) (871)

Total before income taxes (502) (559) (794)
Income tax benefit 63 223 320

Net of tax $ (439) $ (336) $ (474)

Gains and losses on commodity contracts cash flow hedges
Propane swap agreements S (647) $ 1,607 $ (322)
Natural gas swaps 197 (822) —
Natural gas futures (2,010) (456) 345

Total before income taxes (2,460) 329 23
Income tax impact 701 (159) (3)

Net of tax $ (1,759) $ 170 $ 20

Total reclassifications for the period S (2,198) $ (166) $ (454)

These amounts are included in the computation of net periodic benefits. See Note 17, Employee Benefit Plans, for additional details.
® These amounts are included in the effects of gains and losses from derivative instruments. See Note 8, Derivative Instruments, for additional details.

Amortization of defined benefit pension and postretirement plan items is included in other expense, net and gains and losses on 
propane swap agreements, call options and natural gas futures contracts are included in cost of sales in the accompanying
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consolidated statements of income. The income tax benefit is included in income tax expense in the accompanying consolidated 
statements of income.

17. Employee Benefit Plans

We measure the assets and obligations of the defined benefit pension plans and other postretirement benefits plans to determine 
the plans’ funded status as of the end of the year. We record as a component of other comprehensive income/loss or a regulatory 
asset the changes in funded status that occurred during the year that are not recognized as part of net periodic benefit costs.

Defined Benefit Pension Plans
We sponsor three defined benefit pension plans: the Chesapeake Pension Plan, the FPU Pension Plan and the Chesapeake unfunded 
supplemental executive retirement pension plan ("SERP").
The Chesapeake Pension Plan, a qualified plan, was closed to new participants, effective January I, 1999, and was frozen with 
respect to additional years of service and additional compensation, effective January 1, 2005. Benefits under the Chesapeake 
Pension Plan were based on each participant’s years of service and highest average compensation, prior to the freezing of the plan. 
Active participants on the date the Chesapeake Pension Plan was frozen were credited with two additional years of service.

The FPU Pension Plan, a qualified plan, covers eligible FPU non-union employees hired before January 1, 2005 and union 
employees hired before the respective union contract expiration dates in 2005 and 2006. Prior to the FPU merger, the FPU Pension 
Plan was frozen with respect to additional years of service and additional compensation, effective December 31, 2009.

The Chesapeake SERP, a nonqualified plan, is comprised of two sub-plans. The first sub-plan was frozen with respect to additional 
years of service and additional compensation as of December 31,2004. Benefits under the Chesapeake SERP were based on each 
participant’s years of service and highest average compensation, prior to the freezing of the plan. Active participants on the date 
the Chesapeake SERP was frozen were credited with two additional years of service. The second sub-plan provides fixed payments 
for several executives who joined the Company as a result of an acquisition and whose agreements with the Company provided 
for this benefit.

The unfunded liability for all three plans at both December 31,2018 and 2017, is included in the other pension and benefit costs 
liability in our consolidated balance sheets.

The following schedule sets forth the funded status at December 31,2018 and 2017 and the net periodic cost for the years ended 
December 31,2018,2017 and 2016 for the Chesapeake and FPU Pension Plans as well as the Chesapeake SERP:

Chesapeake 
Pension Plan

FPU
Pension Plan

Chesapeake
SERP

At December 31, 2018 2017 2018 2017 2018 2017
fin thousands)

!V ■ ■ :

$ 2,428
Change in benefit obligation:

Benefit obligation — beginning of year $11,443 $ 11,355 $ 64,664 $ 63,832 $ 2,428
Interest cost 384 402 2,339 2,482 83 H 89
Actuarial loss (gain) (610) 454 (4,739) 1,199 (74) 63
Benefits paid (505) (768) (2,887) (2,849) (152) 'i (152)

Benefit obligation — end of year 10,712 11,443 59,377 64,664 2,285 2,428
Change in plan assets:

Fair value of plan assets — beginning of year 9,350 8,668 48,396 43,272
5 i•i

Actual return on plan assets (647) 1,144 (3,113) 6,025 - — ii —

Employer contributions 451 306 1,205 1,948 152 152
Benefits paid (505) (768) (2,887) (2,849) (152) (152)

Fair value of plan assets — end of year 8,649 9,350 43,601 48,396 — —
Reconciliation:

Funded status (2,063) (2,093) (15,776) (16,268) (2,285) (2,428)
Accrued pension cost $(2,063) $ (2,093) $(15,776) $(16,268) $(2,285) $(2,428)
Assumptions:

Discoimt rate 4.00% 3.50% 4.25% 3.75«/J 4.00% 3.50“/
Expected return on plan assets 6.00% 6.00% 6.50% 6.50% —%
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Chesapeake
Pension Plan

FPU
Pension Plan

Chesapeake
SERP

For the Years Ended
December 31, 2018 2017 2016 2018 2017 2016 2018 2017 2016
(in thousands)
Components of net periodic 
pension cost:

Interest cost $384 $402 $421 $2,339 $ 2,482 $2,525 $ 83 $ 89 $ 91
Expected return on assets (542) (495) (501) (3,091) (2,779) (2,702) — —
Amortization of actuarial loss 343 399 459 404 513 519 101 87 87
Settlement expense — — 161 — — —

Net periodic pension cost^'^ 185 306 540 (348) 216 342 184 176 178
Amortization of pre-merger 
regulatory asset __ __ __ 761 761 761 __

Total periodic cost $ 185 $306 $540 $ 413 $ 977 $1,103 $ 184 $ 176 $ 178
Assumptions:

Discount rate 3.50% 3.75% 3.75% 3.75% 4.00% 4.00% 3.50% 3.75% 3.75%
Expected return on plan 
assets 6.00% 6.00% 6.00% 6.50% 6.50% 6.50% —% —% —%

(1) As a result of our adoption ofASU 2017-07 on January 1,2018, the "other than service" cost components of the net periodic costs have been recorded or 
reclassified to other income (expense), net in the consolidated statements of income.

Included in the net periodic costs for the FPU Pension Plan is continued amortization of the FPU pension regulatory asset, which 
represents the portion attributable to FPU's regulated operations for the changes in funded status that occurred, but were not 
recognized as part of net periodic cost, prior to the merger with Chesapeake Utilities in October 2009. This was previously deferred 
as a regulatory asset to be recovered through rates pursuant to an order by the Florida PSC. The unamortized balance of this 
regulatory asset was $543,000 and $ 1.3 million at December 31,2018 and 2017, respectively.

Our funding policy provides that payments to the trustee of each qualified plan shall be equal to at least the minimum funding 
requirements of the Employee Retirement Income Security Act of 1974. The following schedule summarizes the assets of the 
Chesapeake Pension Plan and the FPU Pension Plan, by investment type, at December 31,2018,2017 and 2016:

Chesapeake Pension Plan FPU Pension Plan
At December 31» 
Asset Category 

Equity securities 
Debt securities 
Other 

Total

2018 2017 2016 2018 2017 2016

49.02% 52.70% 52.93% 50.04% 55.17% 53.18%
40,98% 37.79% 37.64% 41.06% 36.56% 37.74%
10.00% 9.51% 9.43% 8.90% 8.27% 9.08%

100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

The investment policy of both the Chesapeake Utilities and FPU Pension Plans is designed to provide the capital assets necessary 
to meet the financial obligations of the plans. The investment goals and objectives are to achieve investment returns that, together 
with contributions, will provide funds adequate to pay promised benefits to present and future beneficiaries of the plans, earn a 
long-term investment return in excess of the growth of the plans’ retirement liabilities, minimize pension expense and cumulative 
contributions resulting from liability measurement and asset performance, and maintain a diversified portfolio to reduce the risk 
of large losses.
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The following allocation range of asset classes is intended to produce a rate of return sufficient to meet the plans’ goals and 
objectives:

Minimum Allocation 
Percentage

Maximum Allocation 
Percentage

Asset Allocation Strateav

Asset Class
Domestic Equities (Large Cap, Mid Gap and Small Cap)
Foreign Equities (Developed and Emerging Markets)
Fixed Income (Inflation Bond and Taxable Fixed); ,
Alternative Strategies (Long/Short Equity and Hedge Fund of Funds)
Diversifying Assets (High Yield Fixed Income, Commodities, and Real Estate)
Cash

Due to periodic contributions and different asset classes producing varying returns, the actual asset values may temporarily move 
outside of the intended ranges. The investments are monitored on a quarterly basis, at a minimum, for asset allocation and 
performance.
At December 31, 2018 and 2017, the assets of the Chesapeake Pension Plan and the FPU Pension Plan were comprised of the 
following investments:

14% i; 32%
13% 25%
26% h 40%

6% 14%
7%' 19%
0% 5%

Fair Value Measurement Hierarchy

At December 31,2018 At December 31,2017
Asset Category Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

(in thousands)
Mutual Funds - Equity securities .

U.S. Large Cap $ 3,399 $ — $ — $ 3,399 $ 4,245 $ — $ — $ 4,245
U.S. Mid Cap 1,478 ■ ' —' 1,478 '■ 1,775 — 1,775
U.S. Small Cap 670 — — 670 918 — — 918
International 9,226 — ' ■'— ■

9,226 11,916
■ —

11,916
Alternative Strategies 5,726 — — 5,726 5,528 — — 5,528

20,499 — — 20,499 24,382 — — 24,382
Mutual Funds - Debt securities

Fixed income 18,630 .. — .18,630 18,454 — —' 18,454
High Yield 2,818 — — 2,818 2,772 — — 2,772

21,448 — — 21,448 21,226 — 21,226
Mutual Funds - Other

Commodities 1,902 1,902 2,154 , — — H 2,154
Real Estate 2,216 — — 2,216 2,300 — — 2,300
Guaranteed deposit — 627 627 — 436 436

4,118 — 627 4,745 4,454 — 436 4,890
Total Pension Plan Assets in fhir 
value hierarchy $46,065 ■;$ — $ 627 ' 46,692 $50,062 $ — $ 436 50,498
Investments measured at net asset 
value 5,558 7,248

$52,250 $ 57,746Total Pension Plan Assets _______ _______
Includes funds that invest primarily in United States common stocks.
Includes funds that invest primarily in foreign equities and emerging markets equities.
Includes funds that actively invest in both equity and debt securities, funds that sell short securities and funds that provide long-term capital appreciation. The 

funds may invest in debt securities below investment grade.
'■*' Includes funds that invest in investment grade and fixed income securities.

Includes funds that invest primarily in commodity-linked derivative instruments and fixed income securities.
Tn^lii/^AC ftinHc that ini/Act nrimariK/ in

(4)

<5)

Includes funds that invest primarily in real estate.
Includes investment in a group annuity product issued by an insurance company.
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Certain investments that were measured at net asset value per share have not been classified in the fair value hierarchy, These amounts are presented to reconcile 

to total pension plan assets.

At December 31, 2018 and 2017, all of the investments were classified under the same fair value measurement hierarchy (Level 
1 through Level 3) described under Note 9, Fair Value of Financial Instruments. The Level 3 investments were recorded at fair 
value based on the contract value of annuity products underlying guaranteed deposit accounts, which was calculated using 
discounted cash flow models. The contract value of these products represented deposits made to the contract, plus earnings at 
guaranteed crediting rates, less withdrawals and fees.

The following table sets forth the summary of the changes in the fair value of Level 3 investments for the years ended December 31, 
2018 and 2017:

For the Year Ended December 31,

(in thousands)
Balance, beginning of year 

Purchases 
Transfers in 
Disbursements 
Investment income 

Balance, end of year

Other Postretirement Benefits Plans

We sponsor two defined benefit postretirement health plans: the Chesapeake Postretirement Plan and the FPU Medical Plan. 
The following table sets forth the funded status at December 31,2018 and 2017 and the net periodic cost fortiie years ended 
December 31,2018, 2017, and 2016:

2018 2017

$ 436 $ 498
1,674 2,271
2,375 1,743

(3,872) (4,101)
14 25

$ 627 $ 436

Chesapeake 
Postretirement Plan

FPU
Medical Plan

At December 31, 2018 2017 2018 2017
(in thousands)
Change in benefit obligation:

Benefit obligation — beginning of year $ 1,128 $ 1,132 $ 1,287 $ 1,349
Interest cost 38 41 47 50
Plan participants contributions 136 118 41 48
Actuarial loss (gain) (131) 72 (89) (48)
Benefits paid (169) (235) (99) (112)

Benefit obligation — end of year 1,002 1,128 1,187 1,287
Change in plan assets:

Fair value of plan assets — beginning of year — — — —
Employer contributions^*^ 33 117 58 64
Plan participants contributions 136 118 41 48
Benefits paid (169) (235) (99) (112)

Fair value of plan assets — end of year — — — —
Reconciliation:

Fimded status (1,002) (1,128) (1,187) (1,287)
Accrued postretirement cost $ (1,002) $ (1,128) $ (1,187) $ (1,287)
Assumptions:

Discount rate 4.00% 3.50% 4.25% 3.15°A

The Chesapeake Postretirement Plan does not receive a Medicare Part-D subsidy. The FPU Medical Plan did not receive a significant subsidy for the post
merger period.
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Net periodic postretirement benefit costs for 2018, 2017, and 2016 include the following components:

Chesapeake 
Postretireraent Plan

FPU
Medical Plan

2018 2017 2016 2018 2017 2016For the Years Ended December 31,
(in thousands)
Components of net periodic 
postretirement cost:

Interest cost
Amortization of actuarial loss
Amortization of prior service cost 
(credit)

Net periodic cost
Amortization of pre-merger regulatory 
asset

Total periodic cost^^^
Assumptions 

Discount rate

(1) As a result of our adoption of ASU 2017-07 on January 1,2018, the "other than service" cost components of the net periodic costs have been recorded or 
reclassified to other income (expense), net in the condensed consolidated statements of income.

Similar to the FPU Pension Plan, continued amortization of the FPU Medical Plan regulatory asset related to the unrecognized 
cost prior to the merger with Chesapeake Utilities was included in the net periodic cost. The unamortized balance of this regulatory 
asset was $14,000 and $22,000 at December 31,2018 and 2017, respectively.

The following table presents the amounts not yet reflected in net periodic benefit cost and included in accumulated other 
comprehensive loss or as a regulatory asset as of December 31, 2018:

$ 38 $
58

41 $
53

43 $
64

47 $ 50 $ 55

(77) (77) (77) — — —
19 17 30 47 50 55

__ __ __ 8 8 8
$ 19 $ 17 $ 30 $ . 55 $ 58 $;; 63

3.50% 3.75% 3.75% 3.75% 4.00% ■ 4.00%

ri’n thousands}

Chesapeake
Pension

Plan

FPU
Pension

Plan
Chesapeake

SEIRP

Chesapeake
Postretirement

Plan

FPU
Medical

Plan Total
Prior service cost (credit) $ — $ — $ — $ (524) $ — $\\ (524)
Net loss (gain) 3,865 18,544 559 578 (79) 23,467
Total $ 3,865 $ 18,544 $ 559 $ 54 $ (79) $ i 22,943

Accumulated oftier comprehensive loss 
(gain) pre-tax^*^ $ 3,865 $ 3,523 $ 559 $ 54 $ (15) $n 7,986
Post-merger regulatory asset — 15,021 — — (64) 14,957
Subtotal 3,865 ' 18,544 559 54 (79) ;; 22,943
Pre-merger regulatory asset — 543 — — 14 557
Total unrecognized cost $ 3,865 $ 19,087 $ 559 $ 54 $.. (65).$:: 23,500

•'^The total amount of accumulated other comprehensive loss recorded on our consolidated balance sheet as of December 31,2018 is net of income tax benefits 
of $2.1 million.

Pursuant to a Florida PSC order, FPU continues to record as a regulatory asset a portion of the unrecognized pension and 
postretirement benefit costs after the merger with Chesapeake Utilities related to its regulated operations, which is included in the 
above table as a post-merger regulatory asset. FPU also continues to maintain and amortize a portion of the unrecognized pension 
and postretirement benefit costs prior to the merger with Chesapeake Utilities related to its regulated operations, which is shown 
as a pre-merger regulatory asset.
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Assumptions
The assumptions used for the discount rate to calculate the benefit obligations were based on the interest rates of high-quality 
bonds in 2018, considering the expected lives of each of die plans. In determining the average expected return on plan assets for 
each applicable plan, various factors, such as historical long-term return experience, investment policy and current and expected 
allocation, were considered. Since Chesapeake Utilities' plans and FPU’s plans have different expected plan lives, particularly in 
light of the lump-sum-payment option provided in the Chesapeake Pension Plan, different assumptions regarding discount rate 
and expected return on plan assets were selected for Chesapeake Utilities' and FPU’s plans. Since both pension plans are frozen 
with respect to additional years of service and compensation, the rate of assumed compensation increases is not applicable.

The health care inflation rate for 2018 used to calculate the benefit obligation is 5.0 percent for medical and 6.0 percent for 
prescription drugs for the Chesapeake Postretirement Plan; and 5.0 percent for both medical and prescription drugs for the FPU 
Medical Plan.

Estimated Future Benefit Payments

In 2019, we expect to contribute $163,000 and $1.2 million to the Chesapeake Pension Plan and FPU Pension Plan, respectively, 
and $383,000 to the Chesapeake SERF. We also expect to contribute $96,000 and $94,000 to the Chesapeake Postretirement Plan 
and FPU Medical Plan, respectively, in 2019.

The schedule below shows the estimated future benefit payments for each of the plans previously described:

Chesapeak^^ension FPU Pep^ion
Chesapeake

Postretirj^ent
FPU

MedicalPlan^

(in thousands)
2019 $ 528 $ 3,091 $ 383 $ 96 $ 94
2020 $ 529 $ 3,221 $ 150 $ 85 $ 87
2021 $ 736 $ 3,299 $ 148 $ 82 $ 91
2022 $ 595 $ 3,485 $ 147 $ 81 $ 93
2023 $ 1,244 $ 3,558 $ 145 $ 64 $ 80
Years 2024 through 2028 $ 3,866 $ 18,570 $ 744 $ 275 $ 402

The pension plan is funded; therefore, benefit payments are expected to be paid out of the plan assets.
Benefit payments are expected to be paid out of our general funds.

Retirement Savings Plan
For the years ended December 31,2018,2017 and 2016, we sponsored a 401 (k) Retirement Savings Plan, This plan is offered to 
all eligible employees who have completed three months of service. We match 100 percent of eligible participants’ pre-tax 
contributions to the Retirement Savings Plan up to a maximum of six percent of eligible compensation. The employer matching 
contribution is made in cash and is invested based on a participant’s investment directions. In addition, we may make a discretionary 
supplemental contribution to participants in the plan, without regard to whether or not they make pre-tax contributions. Any 
supplemental employer contribution is generally made in our common stock. With respect to the employer match and supplemental 
employer contribution, employees are 100 percent vested after two years of service or upon reaching 55 years of age while still 
employed by us. New employees who do not make an election to contribute and do not opt out of the Retirement Savings Plan 
will be automatically enrolled at a deferral rate of three percent, and the automatic deferral rate will increase by one percent per 
year up to a maximum of ten percent. All contributions and matched flmds can be invested among the mutual funds available for 
investment.

Employer contributions to our Retirement Savings Plan totaled $5.5 million, $5.0 million, and $4.5 million for the years ended 
December 31, 2018, 2017 and 2016, respectively. As of December 31, 2018, there were 831,183 shares of our common stock 
reserved to fund future contributions to the Retirement Savings Plan.

Non-Qualified Deferred Compensation Plan

Members of our Board of Directors, and officers designated by the Compensation Committee, are eligible to participate in the 
Non-Qualified Deferred Compensation Plan. Directors can elect to defer any portion of their cash or stock compensation and 
officers can defer up to 80 percent of their base compensation, cash bonuses or any amount of their stock bonuses (net of required 
withholdings). Officers may receive a matching contribution on their cash compensation deferrals up to six percent of their
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compensation, provided it does not duplicate a match they receive in the Retirement Savings Plan. Stock bonuses are not eligible 
for matching contributions. Participants are able to elect the payment of deferred compensation to begin on a specified future date 
or upon separation from service. Additionally, participants can elect to receive payments upon the earlier or later of a fixed date 
or separation from service. The payments can be made in one lump sum or annual installments for up to 15 years.

All obligations arising under the Non-Qualified Deferred Compensation Plan are payable from our general assets, although we 
have established a Rabbi Trust to informally fund the plan. Deferrals of cash compensation may be invested by the participants in 
various mutual funds (the same options that are available in the Retirement Savings Plan). The participants are credited with gains 
or losses on those investments. Deferred stock compensation may not be diversified. The participants are credited with dividends 
on our common stock in the same amoimt that is received by all other stockholders. Such dividends are reinvested into our common 
stock. Assets held in the Rabbi Trust, recorded as Investments on the consolidated balance sheet, had a fair value of $6.7 million 
at both December 31,2018 and 2017. (See Note 10, Investments, for further details). The assets of the Rabbi Trust are at all times 
subject to the claims of our general creditors.

Deferrals of officer base compensation and cash bonuses and directors’ cash retainers are paid in cash. All deferrals of executive 
performance shares, which represent deferred stock units, and directors’ stock retainers are paid in shares of our common stock, 
except that cash is paid in lieu of fractional shares. The value of our stock held in the Rabbi Trust is classified within the stockholders’ 
equity section of the consolidated balance sheets and has been accounted for in a manner similar to treasuiy stock. The amounts 
recorded under the Non-Qualified Deferred Compensation Plan totaled $3.9 million and $3.4 million at December 31, 2018 and 
2017, respectively, which are also shown as a deduction against stockholders' equity in the consolidated balance sheet.

18. Share-Based Compensation Plans

Our non-employee directors and key employees have been granted share-based awards through our SICP. We record these share- 
based awards as compensation costs over the respective service period for which services are received in exchange for an award 
of equity or equity-based compensation. The compensation cost is based primarily on the fair value of the shares awarded, using 
the estimated fair value of each share on the date it was granted and the number of shares to be issued at the end of the service 
period. We have 475,099 shares of common stock reserved for issuance under the SICP.

The table below presents the amounts included in net income related to share-based compensation expense for the awards granted 
under the SICP for the years ended December 31,2018,2017 and 2016:

For the Year Ended December 31,

(in thousands)
Awards to non-employee directors 
Awards to key employees 
Total compensation expense 
Less: tax benefit
Share-based compensation amounts included in net income

2018 2017 2016

$ 539 $ 540 $ 580
2,871 1,950 1,787
3,410 2,490 2,367
(934) (1,003) (952)

% 2,476’ ^$; ’ 1,487 $ 1,415

Stock Options
There were no stock options outstanding at December 31,2018 or 2017, nor were any stock options issued during the years 2016 
through 2018.

Non-employee Directors
Shares granted to non-employee directors are issued in advance of these directors’ service periods and are fully vested as of the 
date of the grant. We record a prepaid expense equal to the fair value of the shares issued and amortize the expense equally over 
a service period of one year. In May 2017, each of our non-employee directors received an annual retainer of 835 shares of 
common stock under the SICP for board service through the 2018 Annual Meeting of Stockholders; as a group, 7,515 shares, with 
a weighted average fair value of $71.80, were issued and vested in 2017. In May 2018, each of our non-employee directors 
received an annual retainer of 792 shares of common stock under the SICP for board service through the 2019 Annual Meeting 
of Stockholders; accordingly, 7,128 shares, with a weighted average fair value of $75.70, were issued and vested in 2018.

The intrinsic values of the shares granted to our non-employee directors are equal to the fair value of these awards on the date of 
grant. At December 31,2018, there was $180,000 of unrecognized compensation expense related to these awards. This expense 
will be fully recognized by April 2019, which approximates the expected remaining service period of those directors.
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Key Employees
Our Compensation Committee is authorized to grant our key employees the right to receive awards of shares of our common stock, 
contingent upon the achievement of established performance goals and subject to SEC transfer restrictions once awarded.

We currently have several outstanding multi-year performance plans, which are based upon the successful achievement of long
term goals, growth and financial results and comprise both market-based and performance-based conditions or targets. The fair 
value per share, tied to a performance-based condition or target, is equal to the market price per share on the grant date. For the 
market-based conditions, we used the Black-Scholes pricing model to estimate the fair value of each share granted.

The table below presents the summary of the stock activity for awards to key employees:

Number of 
Shares

Weighted Average 
Fair Value

Outstanding — December 31,2016 115,091 $ 51.85
Granted 52,355 $ 63.42
Vested (32,926) $ 38.88
Expired (1,878) $ 39.97

Outstanding — December 31, 2017 132,642 $ 59.31
Granted 49,494 $ 67.76
Vested (29,786) $ 47.39
Vested - Accelerated pursuant to separation agreement (16,676) $ 75.78
Expired (3,933) $ 49.66

Outstanding — December 31, 2018 131,741 $ 67.24
^' Includes 2,569 shares that were forfeited

The intrinsic value of these awards was $10.7 million, $10.4 million and $7.7 million in 2018, 2017 and 2016, respectively. At 
December 31, 2018, there was $2.1 million of unrecognized compensation cost related to these awards, which is expected to be 
recognized during 2019 through 2020.
In 2018,2017 and 2016, we withheld shares with a value at least equivalent to the employees’ minimum statutory obligation for 
the applicable income and other employment taxes, and remitted the cash to the appropriate taxing authorities with the executives 
electing to receive the net shares. The below table presents the number of shares withheld, amounts remitted to taxing authorities 
and the tax benefits associated with these obligations:

For the Year Ended December 31,
2018 2017 2016

(amounts except shares, in thousands)
Shares withheld to satisfy tax obligations
Amounts remitted to tax authorities to satisfy obligations
Tax benefit associated with settlement of share based payments

10,436 
1,210 $ 

— $

10,269 
692 $
349

12,031
770
285

In June 2018, the Company and a former executive officer entered into a separation agreement and release (the "Separation 
Agreement"). Pursuant to the Separation Agreement, three awards, representing a total of 14,107 shares of common stock previously 
granted to the executive officer under the SICP, immediately vested at the time of separation, and an additional 2,569 shares were 
forfeited. We settled the awards that vested in cash and recognized Sl.l million as share-based compensation expense.
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19. Rates and Other Regulatory Activities

Our natural gas and electric distribution operations in Delaware, Maryland and Florida are subject to regulation by their respective 
PSC; Eastern Shore, our natural gas transmission subsidiary, is subject to regulation by the FERC; and Peninsula Pipeline, our 
intrastate pipeline subsidiary, is subject to regulation by the Florida PSC.

Delaware
Underserved Area Rates: In December 2017, we filed an application requesting authorization to utilize existing expansion area 
tariff rates to serve customers located outside of the current Sussex County, Delaware expansion area boundaries that cannot be 
economically served under the regular tariff rates. In June 2018, we reached a settlement agreement with the relevant parties, 
which allows us to utilize higher rates for areas outside of our existing expansion area. The Delaware PSC unanimously approved 
the settlement at its public meeting on July 10,2018. The new rate schedule became effective on August 1, 2018.

CGS: In June 2028, we filed with the Delaware PSC an application requesting approval of the acquisition, and subsequent 
conversion to natural gas of certain CGS located within our service territory. We requested the establishment of regulatory 
accounting treatment and valuation of the proposed acquisition, approval of a methodology to set new distribution rates for CGS 
customers and approval of a new system-wide tariff rate that will recover CGS conversion costs. The application included a request 
that the Delaware PSC regulate the propane CGS systems after their acquisition but before conversion to natural gas. In late 2018, 
the Delaware PSC ruled that it did not have jurisdiction over these propane CGS systems and could not approve the methodology 
given the lack of jurisdiction. We are considering proposing legislation to clarify the Delaware PSC jurisdiction or we may redesign 
the application and re-file.

Effect of the TCJA on customers: The Delaware PSC issued an order requiring all rate-regulated utilities to: (i) file estimates of 
the impact of the TCJA on their cost of service for the most recent test year available (including new rate schedules), and (ii) 
propose procedures for changing rates to reflect those impacts on or before March 31, 2018. In addition, on February 1, 2018, 
the Delaware PSC issued an order requiring Delaware rate-regulated public utilities to accrue regulatory liabilities reflecting the 
impacts of changes in the federal corporate income tax laws. In compliance with the Delaware PSC order, we have established a 
regulatory liability to reflect the estimated impacts of the changes in the federal corporate income tax rate. On May 31,2018, our 
Delaware Division filed the information requested by the PSC, including an updated report reflecting the impact of the TCJA. On 
January 31,2019, the Delaware PSC approved the as-filed Delaware Division Delivery Service Rates reflecting the impact of the 
TCJA. The new rates will go into effect March 1,2019, and the Company will have to complete refunds back to February 2018, 
per the Commission’s previous order, by June 30, 2019. The order also provides for a line item billing credit to go into effect on 
April 1, 2019, for the return of the excess deferred income taxes. Additional information on the TCJA impact is included in the 
table at the end of this Note 19, Rates and Other Regulatory Activities.

Maryland

Effect of the TCJA on customers: In April 2018, the Maryland PSC issued orders related to the TCJA impact on both the 
Maryland Division and Sandpiper operations. Please see the actions taken in conjunction with these orders in the TCJA table at 
the end of this Note 19, Rates and Other Regulatory Activities. Additionally, if in the future the Maryland Division or 
Sandpiper identifies any additicmal tax savings, we must submit an additional filing to the Maiyland PSC in order to return 
those savings to customers as soon as possible.

Florida

Florida Electric Reliability/Modernization Pilot Pro^am: In July 2017, our Florida electric operations filed a petition with the 
Florida PSC requesting approval to include $15.2 million of certain capital project expenditures in its rate base and to adjust its 
base rates accordingly. These expenditures are designed to improve the stability and safety of the electric system, while enhancing 
the capability of our electrical grid. In December 2017, the Florida PSC approved this petition, effective January 1, 2018. The 
settlement agreement prescribed the methodology for adjusting the new rates based on the lower federal income tax rate and the 
process and methodology regarding the refund of deferred income taxes, reclassified as a regulatory liability, as a result of the 
TCJA. More details about this methodology are included in the table at the end of this Note 19, Rates and Other Regulatory 
Activities.

Electric Limited Proceeding-Storm Recovery: In February 2018, FPU filed a petition with the Florida PSC, requesting recovery 
of incremental storm restoration costs related to several hurricanes and tropical storms, along with the replenishment of the storm 
reserve to its pre-storm level of SI .5 million. As a result of these hurricanes and tropical storms, FPU’s storm reserve was depleted 
and, at the time of this filing, had a deficit of $779,000. We requested approval of a surcharge of $ 1.82 per kilowatt hour for two 
years to recover storm-related costs and replenish the storm reserve. FPU filed written testimony on this matter in August 2018. 
This matter was heard before the Florida PSC in December 2018, final legal briefs were submitted and, on January 14,2019, and 
is scheduled for approval at Agenda on March 5,2019.
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In October 2018, Hurricane Michael passed through Florida Public Utilities Company's (“FPU”) electric distribution operation's 
service territory in Northwest Florida. The hurricane caused widespread and severe damage to FPU's infrastructure resulting in 
100 percent of its customers losing electrical service. FPU has restored service to those customers who were able to accept service 
following Hurricane Michael after a significant hurricane restoration effort. In conjunction with restoring these services, FPU 
expended over $60.0 million to restore service, which has been recorded as new plant and equipment or charged against FPU’s 
storm reserve. We are preparing the necessary regulatory filings to seek recovery for the costs incurred, including replenishment 
of FPU’s storm reserve. In conjunction with the hurricane-related expenditures, we executed two 13-month unsecured term loans 
as temporary financing, each in the amount of $30.0 million. The interest cost associated with these loans is LIBOR plus 75 basis 
points. One of the term loans was executed in December 2018 and the other was executed in January 2019. The storm did not 
have a material impact on the Company’s financial results in 2018, and is not expected to have a significant impact going forward 
assuming reasonable regulatory treatment.

Effect of the TCJA on customers: In February 2018, the Florida PSC opened dockets to consider the impacts associated with the 
TCJA. In May 2018, FPU’s natural gas division filed petitions and supporting testimony regarding the disposition of the related 
impacts of the TCJA. Hearings on this matter took place in November 2018, The Florida PSC approved staff’s recommendations 
on February 5, 2019. Final orders were issued on February 25, 2019, and are subject to a 30-day appeal period. Staff’s 
recommendations are summarized in the table at the end of this Note 19, Rates and Other Regulatory Activities.

Eastern Shore
2017 Expansion Project: In October 2017, the FERC issued a Certificate of Public Convenience and Necessity authorizing Eastern 
Shore to construct this project, the largest expansion in Eastern Shore's history. The facilities include approximately 23 miles of 
pipeline looping in Pennsylvania, Maryland and Delaware; upgrades to existing metering facilities in Lancaster County, 
Pennsylvania; installation of an additional compressor unit at Eastern Shore’s existing Daleville compressor station in Chester 
County, Pennsylvania; and approximately 17 miles ofnew mainline extension and two pressure control stations in Sussex County, 
Delaware. Eastern Shore entered into precedent agreements with seven existing customers, including three affiliates of Chesapeake 
Utilities, for a total of 61,162 Dts/d of additional firm natural gas transportation service on Eastern Shore’s pipeline system and 
an additional 52,500 Dts/d of firm transportation service at certain Eastern Shore receipt facilities.

The first phase of the project was placed into service in December 2017 and, as of December 31, 2018, we have substantially 
completed construction. The TETLP interconnect upgrade was placed into service in December 2017, and the Fair Hill Loop, the 
Jennersville Loop, the Daleville Compressor Station, the Seaford-Millsboro Connector, and the Millsboro Pressure Control Station 
were placed into service at various dates in 2018. The Parkesburg Loop was placed into service in January 2019. The few remaining 
segments are expected to be placed into service in various phases during the first half of 2019.

2017 Rate Case Filing: In January 2017, Eastern Shore filed a base rate proceeding with the FERC. In August 2017, Eastern 
Shore implemented the proposed new rates, subject to refund, based on the outcome of the rate proceeding. Eastern Shore recorded 
incremental revenue of approximately $3.7 million for the year ended December 31,2017, and established a regulatoiy liability 
to reserve a portion of the total incremental revenues generated by the new rates pending FERC approval of a settlement agreement 
and refunds to customers according to the terms of the settlement. The FERC approved the settlement agreement in February 
2018, and it became final in March 2018. In April 2018, Eastern Shore refunded to its customers, with interest, the difference 
between the proposed rates and the settlement rates. Exclusive of the TCJA impact, which is discussed below, base rates increased, 
on an annual basis, by approximately $9.8 million.

Effect of the TCJA on customers: In March 2018, Eastern Shore filed with the FERC its revised base rates, reflecting the reduction 
in its federal corporate income tax rate. These adjusted base rates became effective January 1,2018 and will generate approximately 
$6.6 million in incremental margin, on an annual basis. Other information about the impact of the TCJA on ESNG has been 
included in the table at the end of this Note 19, Rates and Other Regulatory Activities.

In October 2018, the FERC issued an order granting a waiver to Eastern Shore. In April 2018, Eastern Shore consummated a 
filing, which included its comments associated with the United Airlines, Inc. vs. FERC proceeding and requested confirmation 
from the FERC that Eastern Shore is not required to provide an informational filing because of its implementation of lower rates 
in accordance with the 2017 rate case settlement agreement.
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Del-Mar Energy Pathway Project: In September 2018, Eastern Shore filed a Certificate Application with the FERC, requesting 
authorization to construct and operate the Del-Mar Energy Pathway project, which will provide an additional 14,300 Dts/d of 
capacity to four customers. Facilities to be constructed include six miles of pipeline looping in Delaware; 13 miles of new mainline 
extension in Sussex County, Delaware and Somerset County, Maryland; and new pressure control and deliveiy stations in these 
counties. The benefits of this project include; (i) further natural gas transmission pipeline infrastructure in eastern Sussex County, 
Delaware, and (ii) extension of Eastern Shore’s pipeline system, for the first time, into Somerset County, Maryland. During the 
fourth quarter of 2018, the FERC held a full project area scoping meeting in Sussex County, Delaware and issued a Notice of 
Schedule for Environmental Review, indicating issuance of its Environmental Assessment for the Del-Mar Energy Pathway project 
by April 1,2019.

Summary TCJA Table

Regulatory Liabilities related to Excess 
Accumulated Deferred Income Taxes C’ADIT'O

Status of Customer Rate impact related to 
35 percent to 21 percent rate change

Operation and Regulatory 
Jurisdiction

Amount tin 
thousands) Status

Eastern Shore (FERC) $34,190 Will be addressed in Eastern Shore's 
next rate case filing

Implemented one-time bill credit (totaling 
$900,000) in April 2018 - Customerirates 
adjusted in April, 2018

Delaware Division 
(Delaware PSC) $13,262

In January 2019, PSC approved 
amortization of ADIT and 
corresponding customer rate 
reductions effective March 1, 2019.

Customer rates to be adjusted March 1,2019. 
One-time bill credit to be implemented during 
the second quarter.

Maryland Division 
(Maryland PSC) $4,211

In May 2018, PSC approved 
amortization of ADIT and 
corresponding customer rate 
reductions commenced

Implemented one-time bill credit (toteling 
$365,000) in July-2018- Customer rates 
adjusted effective May 1,2018

Sandpiper Energy (Maryland 
PSC) $3,815

In May 2018, PSC approved 
amortization of ADIT and 
corresponding customer rate 
reductions commenced

Implemented one-time bill credit (totaling 
$608,000) in July 2018 - Customer rates 
adjusted effective May 1,2018

Chesapeake Florida Gas 
Division/Central Florida Gas 
(Florida PSC)

$8,471
PSC Staff recommendation issued 
on January 24,2019; final order was 
issued on February 25,2019

PSC Staff recommendation issued on Janu^ 
24,2019; final order was issued on February
25,2019 .

The order states that the net ADIT; 
liability would beamortized ^d , ., 
retained by the Company pursuant 
to the prescribed schedule

No one-time bill credit or adjustment in rates 
would be applied; the tax savings arising from 

: the TCJA rate reduction would be trained

FPU Natural Gas (includes
FPU, Fort Meade, and 
Indiantown) (Florida PSC)

$19,505
PSC Staff recommendation issued 
on January 24, 2019; final order 
was issued on February 25,2019

PSC Staff recommendation issued on January 
24, 2019; final order was issued on February 
25,2019

The order states that the net ADIT 
liability would be amortized and 
retained by the Company pursuant 
to the prescribed schedule

No one-time bill credit or adjustment in rates 
would be applied; the tax savings arising from 
the TCJA rate reduction would be retained

FPU Electric (Florida PSC) $5,995
In January 2019, PSC approved 
amortization of ADIT through 
purchased power cost recovery, 
storm reserve and rates.

TCJA benefit will flow back to its customers 
through a combination of reductions to the 

• fuel cost recovery rate, base rates, Us well as 
application to the storm reserve over the next 
several years

Regulatory Assets and Liabilities
At December31, 2018 and 2017, our regulated utility operations had recorded the following regulatory assets and liabilities 
included in our consolidated balance sheets. These assets and liabilities will be recognized as revenues and expenses in fiiture 
periods as they are reflected in customers’ rates.
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As of December 31,
2018 2017

(in thousands)
Resulatorv Assets
Under-recovered purchased fuel and conservation cost recovery $ 4,631 $ 9,869
Under-recovered GRIP revenue 165 164
Deferred postretirement benefits 15,517 15,498
Deferred conversion and development costs 16,727 11,735
Environmental regulatory assets and expenditures 2,731 3,222
Acquisition adjustment 33,255 39,992
Loss on reacquired debt 942 1,031
Other 3,250 4,994
Total Regulatory Assets $ 77,218 $ 86,505

Re?ulatorv Liabilities
Self-insurance $ 947 $ 1,013
Over-recovered purchased fuel and conservation cost recovery 5,443 2,048
Over-recovered GRIP revenue 1,563 2,245
Storm reserve 677 669
Accrued asset removal cost 42,401 40,948
Deferred income taxes due to rate change 91,162 98,492
Other 729 2,048
Total Regulatory Liabilities $ 142,922 $ 147,463

We are allowed to recover the asset or are required to pay the liability in rates. We do not earn an overall rate of return on these assets.
The Florida PSC allowed us to recover through a surcharge, capital and other program-related-costs, inclusive of an appropriate return on investment, associated 

with accelerating the replacement of qualifying distribution mains and services (defined as any material other than coated steel or plastic) in FPU’s natural gas 
distribution. Fort Meade division and Chesapeake Utilities’ Central Florida Gas division. We are allowed to recover the asset or are required to pay the liability 
in rates related to GRIP.

The Florida PSC allowed FPU to treat as a regulatory asset the portion of the unrecognized costs pursuant to ASC Topic 715, Compensation - Retirement 
Benefits, related to its regulated operations. See Note 17, Employee Benefit Plans, for additional information.

All of our environmental expenditures incurred to date and our current estimate of future environmental expenditures have been approved by various PSCs for 
recovery. See Note 20, Environmental Commitments and Contingencies, for additional information on our environmental contingencies.

We are allowed to include the premiums paid in various natural gas utility acquisitions in Florida in our rate bases and recover them over a specific time period 
pursuant to the Florida PSC approvals. Included in these amounts are $543,000 of the premium paid by FPU, $34.2 million of the premium paid by us in 2009, 
including a gross up for income tax, because it is not tax deductible, and $746,000 of the premium paid by FPU in 2010.

Gains and losses resulting from the reacquisition of long-term debt are amortized over future periods as adjustments to interest expense in accordance with 
established regulatory practice.

We have self-insurance and storm reserves in our Florida regulated eneigy operations that allow us to collect through rates amounts to be used against general 
claims, storm restoration costs and other losses as they are incurred.

See Note 1, Summary of Significant Accounting Policies, for additional information on our asset removal cost policies.
^^’We recorded a regulatory liability for our regulated businesses related to the revaluation of accumulated deferred tax assets/liabilities as a result of the TCJA. 
Based upon the regulatory proceedings, we will pass back the respective portion of the excess accumulated deferred taxes to rate payers. See Note 12, Income 
Taxes, for additional information.

20. ENVIRONMENTAL COMMITMENTS AND CONTINGENCIES

We are subject to federal, state and local laws and regulations governing environmental quality and pollution control. These laws 
and regulations require us to remove or remediate, at current and former operating sites, the effect on the environment of the 
disposal or release of specified substances.

MGPSites
We have participated in the investigation, assessment or remediation of, and have exposures at, seven former MGP sites. We have 
received approval for recovery of clean-up costs in rates for six sites located in Salisbury, Maryland, Seaford, Delaware and Winter
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Haven, Key West, Pensacola, Sanford and West Palm Beach, Florida. We have also been in discussions with the MDE regarding 
a former MGP site located in Cambridge, Maryland.

As of December 31, 2018, we had approximately $9.1 million in environmental liabilities, related to FPU’s MGP sites in Key 
West, Pensacola, Sanford and West Palm Beach. FPU has approval to recover, tfom insurance and from customers through rates, 
up to $ 14.0 million of its environmental costs related to its MGP sites. As of December 31,2018, we have recovered approximately 
$11.5 million, leaving approximately $2.5 million in regulatory assets for future recovery from FPU’s customers.

Environmental liabilities for our MGP sites are recorded on an undiscounted basis based on the estimate of future costs provided 
by independent consultants. We continue to expect that all costs related to environmental remediation and related activities, 
including any potential future remediation costs for which we do not currently have approval for regulatory recovery, will be 
recoverable from customers through rates.

The following is a summary of our remediation status and estimated costs to implement clean-up of our key MGP sites:

MGP Site 
(Jurisdiction) Status

Estimated Cost to Clean Up ^
(Expect to Recover through !^tes)

West Palm Beach 
(Florida)

Remedial actions approved by Florida Department 
of Environmental Protection have been 
implemented on the east parcel of the site. Similar 
remedial actions expected to be implemented on 
other remaining portions.

Between $4.5 million to $15.4 million, including 
costs associated with the relocation of FPU’s 
operations at this site, which is necessary to 
implement the remedial plan, and any potential 
costs associated with future redevelopment of the 
properties.

Sanford (Florida) In March 2018, the EPA approved a "site-wide 
ready for anticipated use" status, which is die final 
step before delisting a site. Construction has been 
completed and restrictive covenants are in place to 
ensure protection of human health. The only 
remaining activity is long-term groundwater 
monitoring. It is*unlikely that FPU will incur any 
sighificant future costs associated with the site.

FPU’s remaining remediation e}qpenses, including 
attorneys' fees and costs, are anticipated td be less 
than $10,000.

Winter Haven 
(Florida)

Remediation is ongoing. Not expected to exceed $425,000, which includes 
costs of implementing institutional controls at the 
site.

Seaford
(Delaware)

Proposed plan for implementation approved by 
Delaware Department of Natural Resources and 
Environmental Control in July 2017. Site 
assessment is ongoing.

$273,000 to $465,000. ii

j .

Cambridge
(Maryland)

Currently in discussions with MDE. Unable to estimate.

21. OTHER COMMITMENTS AND CONTINGENCIES 

Natural Gas, Electric and Propane Supply
Our Delmarva Peninsula natural gas distribution operations have asset management agreements with PESCO to manage their 
natural gas transportation and storage capacity. The agreements were effective as of April 1,2017, and each has a three-year term, 
expiring on March 31, 2020. Previously, the Delaware PSC approved PESCO to serve as an asset manager with respect to our 
Delaware Division.

In May 2013, Sandpiper entered into a capacity, supply and operating agreement with Eastern Gas & Water Investment Company, 
LLC ("EG WIC") to purchase propane through May 2019. Sandpiper's remaining commitment is approximately 1.2 million gallons. 
Sandpiper has the option to enter into either a fixed per-gallon price for some or all of the propane purchases or a market-based 
price utilizing one of two local propane pricing indices.

Also in May 2013, Sharp entered into a separate supply and operatbg agreement with EGWIC. Under this agreement. Sharp has 
a commitment to supply propane to EGWIC through May 2019. Sharp's current annual commitment is estimated at approximately 
1.2 million gallons. The agreement between Sharp and EGWIC is separate from the agreement between Sandpiper and EGWIC; 
neither agreement permits the set off of the rights and obligations in one agreement against those in the other agreement.
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Chesapeake Utilities' Florida Division has firm transportation service contracts with FGT and Gulfstream. Pursuant to a capacity 
release program approved by the Florida PSC, all of the capacity under these agreements has been released to various third parties, 
including PESCO. Under the terms of these capacity release agreements, Chesapeake Utilities is contingently liable to FGT and 
Gulfstream should any party that acquired tiie capacity dirough release fail to pay the capacity charge.

FPU’s electric supply contracts require FPU to maintain an acceptable standard of creditworthiness based on specific financial 
ratios. FPU’s agreement with FPL requires FPU to meet or exceed a debt service coverage ratio of 1.25 times based on the results 
of the prior 12 months. If FPU fails to meet this ratio, it must provide an irrevocable letter of credit or pay all amounts outstanding 
under the agreement within five business days. FPU’s electric supply agreement with Gulf Power requires FPU to meetthe following 
ratios based on the average of the prior six quarters: (a) funds from operations interest coverage ratio (minimum of 2 times), and 
(b) total debt to total capital (maximum of 65 percent). If FPU fails to meet the requirements, it has to provide the supplier a written 
explanation of actions taken, or proposed to be taken, to become compliant. Failure to comply with the ratios specified in the Gulf 
Power agreement could also result in FPU having to provide an irrevocable letter of credit. As of December 31, 2018, FPU was 
in compliance with all of the requirements of its fuel supply contracts.

Eight Flags provides electricity and steam generation services through its CHP plant located on Amelia Island, Florida. In June 
2016, Eight Flags began selling power generated from the CHP plant to FPU pursuant to a 20-year power purchase agreement for 
distribution to our electric customers. In July 2016, Eight Flags also started selling steam, pursuant to a separate 20-year contract, 
to the landowner on which the CHP plant is located. The CHP plant is powered by natural gas transported by FPU through its 
distribution system and Peninsula Pipeline through its intrastate pipeline.

The total purchase obligations for natural gas, electric and propane supplies are as follows:

Year 2019 2020-2021 2022-2023 Beyond 2023 Total
(in thousands) 

Purchase Obligations $ 158,544 $ 74,970 $ 42,279 $ 129,019 $ 404,812

Corporate Guarantees

The Board of Directors has authorized the Company to issue corporate guarantees securing obligations of our subsidiaries and to 
obtain letters of credit securing our subsidiaries’ obligations. The maximum authorized liability under such guarantees and letters 
of credit during 2018 was $95.0 million.

We have issued corporate guarantees to certain vendors of our subsidiaries, primarily PESCO. These corporate guarantees provide 
for the payment of natural gas purchases in the event that PESCO defaults. PESCO has never defaulted on its obligations to pay 
its suppliers. The liabilities for these purchases are recorded when incurred. The aggregate amount guaranteed at December 31, 
2018 was $76.5 million, with the guarantees expiring on various dates through December 2019.

Chesapeake Utilities also guarantees the payment of FPU’s first mortgage bonds. The maximum exposure under this guarantee is 
the outstanding principal plus accrued interest balances. The outstanding principal balances of FPU’s first mortgage bonds 
approximate their carrying values (see Note 13, Long-Term Debt, for further details).

As of December 31,2018, we have issued letters of credit totaling approximately $7.0 million related to the electric transmission 
services for FPU's electric division, the firm transportation service agreement between TETLP and our Delaware and Maryland 
divisions, the payment of natural gas purchases for PESCO, and to our current and previous primary insurance carriers. These 
letters of credit have various expiration dates through December 2019. There have been no draws on these letters of credit as of 
December 31, 2018. We do not anticipate that the letters of credit will be drawn upon by the counterparties, and we expect that 
the letters of credit will be renewed to the extent necessary in the future.
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22. Quarterly Financial Data (Unaudited)
In our opinion, the quarterly financial information shown below includes all adjustments necessary for a fair presentation of the 
operations for such periods. Due to the seasonal nature of our business, there are substantial variations in operations reported on 
a quarterly basis.

(in thousands except per share amounts)

2018

For the Quarters Ended

March 31 June 30 September 30 December 31

Operating Revenues $ 239^56 S 136,664 $ • 140,279 $ 201,190
Operating Income S 40,406 $ 13,248 $ 12,036 S 28,930
Net Income $ 26,855

■$■

6,387 $' ' 5,538 $ N 17,801
Earnings per share:

Basic $ 1.64
%■

0.39 $ 0.34 $: 1.09
Diluted $ 1.64 $ 0.39 $ 0.34 $ 1.08

2017
Operating Revenues ' $ 185,160 $ 125,084 $ ■ 126,936 $ ^ 180,403
Operating Income $ 35,099 $ 14,061 $ 14,632 $ 23,628
Net Income $ 19,144

$■

6,046
$■

6,833 $ 26,101
Earnings per share:

Basic $ 1.17 $ 0.37 $ 0.42 $ 1.60
Diluted $ 1.17 $ 0.37 $ 0.42 $ 1.59

The sum of the four quarters does not equal the total for the year due to rounding.

Chesapeake Utilities Corporation 2018 Form 10-K Page 95



Table of Contents

ITEM 9. Changes In and Disagreements With accountants on accounting and Financial Disclosure.

None.

Item 9A. Controls and Procedures.
EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

Our Chief Executive Officer and Chief Financial Officer, with the participation of other Company officials, have evaluated our 
“disclosure controls and procedures” (as such term is defined under Rule 13a-15(e) and Rule 15d-15(e) promulgated under the 
Securities Exchange Act of 1934, as amended) as of December 31,2018. Based upon their evaluation, our Chief Executive Officer 
and Chief Financial Officer concluded that our disclosure controls and procedures were effective as of December 31,2018.

CHANGE IN INTERNAL CONTROLS

There has been no change in internal control over financial reporting (as such term is defined in Exchange Act Rule 13a-15(f)) 
that occurred during the quarter ended December 31, 2018, that materially affected, or is reasonably likely to materially affect, 
internal control over financial reporting.

CEO AND CFO CERTIFICATIONS

Our Chief Executive Officer and Chief Financial Officer have filed with the SEC the certifications required by Section 302 of the 
Sarbanes-Oxley Act of2002 as Exhibits 31.1 and 31.2 to our Annual Report on Form 10-K for the fiscal year ended December 31, 
2018. In addition, on June 8,2018, our former Chief Executive Officer certified to the NYSE that he was not aware of any violation 
by us of the NYSE corporate governance listing standards.

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is 
defined in Rule 13a-15(f) of the Exchange Act. A company’s internal control over financial reporting is a process designed to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with GAAR A company’s internal control over financial reporting includes those policies and procedures 
that: (i) pertain to the maintenance of records which in reasonable detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit 
preparation of financial statements in accordance with GAAP and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable assurance 
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have 
a material effect on the financial statements.

Under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, 
our management conducted an evaluation of the effectiveness of its internal control over financial reporting based on the criteria 
established in an updated report entitled “Internal Control - Integrated Framework,” issued in May 2013 by the Committee of 
Sponsoring Organizations ofthe Treadway Commission. Because of its inherent limitations, internal control over financial reporting 
may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the 
risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or 
procedures may deteriorate.

Our management has evaluated and concluded that our internal control over financial reporting was effective as of December 31, 
2018.

Our independent auditor, Baker Tilly Virchow Krause, LLP, have audited the effectiveness of our internal control over financial 
reporting as of December 31, 2018, as stated in their report which appears under Part II, Item 8. Financial Statements and 
Supplementary Data.
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Item 9B. Other Information. 

None.

Part III

Item 10. Directors, Executive Officers of the Registrant and Corporate Governance.

In December 2018, the Company announced that its Board of Directors had appointed Jef&y M. Householder, formerly President 
of the Company's Florida business unit, President and Chief Executive Officer. Concurrent with his promotion, Mr. Householder 
was also appointed to the Company's Board of Directors. Both appointments were effective on January 1,2019.

The Company's former President and Chief Executive Officer, Michael P. McMasters, who retired on December 31, 2018, is 
continuing as a member of the Company's Board of Directors.

We have adopted a Code of Ethics that applies to our principal executive officer, president, principal financial officer, principal 
accounting officer or controller, and persons performing similar functions, which is a “code of ethics” as defined by applicable 
rules of the SEC. This Code of Ethics is publicly available on our website at http://www.chpk.com/wp-content/uploads/ 
Code_of_Ethics.pdf. If we make any amenchnents to this code other than technical, administrative or other non-substantive 
amendments, or grant any waivers, including implicit waivers, from a provision of this code to our principal executive officer, 
president, principal financial officer, principal accounting officer or controller, we intend to disclose the nature of the amendment 
or waiver, its effective date and to whom it applies by posting such information on our website at the address and location specified 
above.

The remaining information required by this Item is incorporated herein by reference to the sections of our Proxy Statement 
captioned “Election of Directors (Proposal I),” “Overview,” “Corporate Governance,” “Board of Directors and its Committees” 
and “Section 16(a) Beneficial Ownership Reporting Compliance.”

Item 11. Executive Compensation.

The information required by this Item is incorporated herein by reference to the sections of our Proxy Statement captioned “Director 
Compensation,” “Executive Compensation” and “Compensation Discussion and Analysis” in the Proxy Statement.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters.

The information required by this Item is incorporated herein by reference to the sections of our Proxy Statement captioned “Security 
Ownership of Certain Beneficial Owners and Management” and "Equity Compensation Plan Information."

Item 13. Certain Relationships and Related Transactions, and Director Independence.

The information required by this Item is incorporated herein by reference to the section of our Proxy Statement captioned “Corporate 
Governance.”

Item 14. Principal Accounting Fees and Services.

The information required by this Item is incorporated herein by reference to the portion of the Proxy Statement captioned “Fees 
and Services of Independent Registered Public Accounting Firm."
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Part IV

Item 15. Exhibits, Financial Statement Schedules.

The following documents are filed as part of this report:

(a)(1) All of the financial statements, reports and notes to the financial statements included in Item 8 of Part II of this 
Animal Report on Form 10-K.

(a)(2) Schedule II—Valuation and Qualifying Accounts.

(a)(3) The Exhibits below.

Exhibit 3.1

Exhibit 3.2

Exhibit 3.3

Exhibit 3.4

Exhibit 3.5

Exhibit 3.6

Exhibit 4.1

Exhibit 4.2

Exhibit 4.3

Exhibit 4.4

Exhibit 4.5

Amended and Restated Certificate of Incorporation of Chesapeake Utilities Corporation is 
incorporated herein bv reference to Exhibit 3.1 of our Quarterly Report on Form 10-0 for 
the period ended June 30. 2010. File No. 001-11590.

Amended and Restated Bylaws of Chesapeake Utilities Corporation, effective December 4, 
2012. are incorporated herein bv reference to Exhibit 3 of our Current Report on Form 8-K, 
filed December 7, 2012. File No. 001-11590.

First Amendment to the Amended and Restated Bylaws of Chesapeake Utilities Corporation, 
effective December 3.2014. is incorporated herein bv reference to Exhibit 3.3 of our Annual 
Report on Form 10-K for the year ended December 31.2014.

Second Amendment to the Amended and Restated Bylaws of Chesapeake Utilities 
Corporation, effective November 2.2016. is incorporated herein bv reference to Exhibit 3.3 
of our Quarterly Report on Form 10-0 for the quarter ended September 30. 2016. File No. 
001-11590.

Certificate of Amendment to the Amended and Restated Certificate of Incorporation of 
Chesapeake Utilities Corporation, is incorporated herein bv reference to Exhibit 3.1 of our 
Current Report on Form 8-K. filed Mav 9.2017. File No. 001-11590.

Certificate of Elimination of Series A Participating Cumulative Preferred Stock of 
Chesapeake Utilities Corporation, is incorporated herein bv reference to Exhibit 3.6 to our 
Annual Report on Form 10-K for the year ended December 31. 2017. File No. 001-11590.

Note Agreement dated October 18. 2005, between Chesapeake Utilities Corporation, as 
issuer, and Prudential Investment Management, Inc., relating to the private placement of 
Chesapeake Utilities Corporation’s 5.5% Senior Notes due 2020. is incorporated herein bv 
reference to Exhibit 4.1 of our Annual Report on Form 10-K for the year ended December 
31.2005. File No. 001-11590.

Note Agreement dated October 31,2008, among Chesapeake Utilities Corporation, as issuer. 
General American Life Insurance Company and New England Life Insurance Company, 
relating to the private placement of Chesapeake Utilities Corporation's 5.93% Senior Notes 
due 2023.t

Note Agreement dated June 29, 2010, among Chesapeake Utilities Corporation, as issuer, 
Metropolitan Life Insurance Company and New England Life Insurance Company, relating 
to the private placement of Chesapedce Utilities Corporation’s 5.68% Senior Notes due 2026 
and Chesape^e Utilities Corporation’s 6.43% Senior Notes due 2028.t

Note Agreement dated September 5,2013, among Chesapeake Utilities Corporation, as issuer, 
and certain note holders, relating to the private placement of Chesapeake Utilities 
Corporation’s 3.73% Senior Notes due 2028 and Chesapeake Utilities Corporation’s 3.88% 
Senior Notes due 2029.t

Form of Indenture of Mortgage and Deed of Trust dated September 1,1942, between Florida 
Public Utilities Company and the trustee, for the First Mortgage Bonds, is incorporated herein 
by reference to Exhibit 7-A of Florida Public Utilities Company’s Registration No. 2-6087.
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Exhibit 4.6

Exhibit 4.7

Exhibit 4.8

Exhibit 4.9

Exhibit 4.10

Exhibit 4.11

Exhibit 10.1*

Exhibit 10.2*

Exhibit 10.3*

Exhibit 10.4*

Exhibit 10.5*

Exhibit 10.6*

Exhibit 10.7*

Exhibit 10.8*

Seventeenth Supplemental Indenture dated April 12. 2011. between Chesapeake Utilities 
Corporation and Florida Public Utilities Company, pursuant to which Chesapeake Utilities 
Comoration guarantees the payment and performance obligations of Florida Public Utilities 
Company under the Indenture, is incorporated herein bv reference to Exhibit 4.1 of our 
Quarterly Report on Form 10-0 for the quarter ended March 3 L 2011. File No. 001-11590.

Sixteenth Supplemental Indenture dated December 1. 2009. between Chesapeake Utilities 
Corporation and Florida Riblic Utilities Company, pursuant to which Chesapeake Utilities 
Corporation guaranteed the secured First Mortgage Bonds of Florida Public Utilities 
Company under the Merger Agreement, is incorporated herein bv reference to Exhibit 4.9 of 
our Annual Report on Form 10-K for the year ended December 31.2010. File No. 001 -11590.

Thirteenth Supplemental Indenture dated June 1, 1992, pursuant to which Florida Public 
Utilities, on May 1, 1992, privately placed $8,000,000 of its 9.08% First Mortgage Bonds 
due 2022, is incorporated herein by reference to Exhibit 4 to Florida Public Utilities 
Company’s Quarterly Report on Form 10-Q for the period ended June 30,1992.

Private ShelfAgreement dated October 8,2015. between Chesapeake Utilities Corporation, 
as issuer, and Prudential Investment Management Inc., relating to the private placement of 
Chesapeake Utilities Corporation's 3.25% Senior Notes due 2032 and the sale of other 
Chesapeake Utilities Corporation unsecured Senior Notes from time to time, is incorporated 
herein bv reference to Exhibit 4.1 of our Quarterly Report on Form 10-0 for the period ended 
September 30.2015. File No. 001-11590.

First Amendment to Private Shelf Agreement dated September 14,2018, between Chesapeake 
Utilities Corporation, as issuer, and PGIM, Inc. (formerly known as Prudential Investment 
Management, Inc.), and other purchasers that may become party thereto, t

Master Note Agreement dated March 2,2017, among Chesapeake Utilities Corporation, as 
issuer, NYL Investors LLC, and other certain note holders tihat may become party thereto 
from time to time relating to the private placement of Chesapeake Utilities Corporation’s 
3.48% Senior Notes due 2038 and Chesapeake Utilities Corporation’s 3.58% Senior Notes 
due 2038. t

Chesapeake Utilities Corporation Cash Bonus Incentive Plan, effective January 1. 2015. is 
incorporated herein bv reference to our Proxy Statement dated March 31.2015. in connection 
with our Annual Meeting held on May 6.2015, File No. 001-11590.

Chesapeake Utilities Corporation 2013 Stock and Incentive Compensation Plan, effective 
May 2. 2013 is incorporated herein bv reference to our Proxy Statement dated March 29, 
2013 in connection with our Annual Meeting held on May 2.2013. File No. 001-11590.

Non»Oualified Deferred Compensation Plan, effective January 1.2014. is incorporated herein 
bv reference to Exhibit 10.8 of our Annual Report on Form 10-K for the year ended December 
31.2013.FileNo. 001-11590.

Executive Employment Agreement dated January 14. 2011. between Chesapeake Utilities 
Corporation and Michael P. McMasters. is incorporated herein bv reference to Exhibit 10.1 
of our Current Report on Form 8-K. filed January 21.2011. File No. 001-11590.

Amendment to Executive Employment Agreement effective January 1. 2014. between 
Chesapeake Utilities Corporation and Michael P. McMasters. is incorporated herein bv 
reference to Exhibit 10.1 of our Current Report on Form 8-K filed January 14. 2014. File 
No. 001-11590.

Executive Employment Agreement dated January 9. 2013. between Chesapeake Utilities 
Corporation and Stephen C. Thompson, is incorporated herein bv reference to Exhibit 10.9 
of our Armual Report on Form 10»K for the year ended December 31. 2012. File No. 
001-11590.

Executive Employment Agreement dated January 9. 2013. between Chesapeake Utilities 
Corporation and Beth W. Cooper, is incorporated herein bv reference to Exhibit 10.10 of our 
Annual Report on Form 10-K for the year ended December 31.2012. File No. 001-11590.

Executive Employment Agreement dated January 9. 2013. between Chesapeake Utilities 
Corporation and Elaine B. Bittner, incorporated herein bv reference to Exhibit 10.11 of our 
Annual Report on Form 10-K for the year ended December 31. 2012, File No. 001-11590.
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> Exhibit 10.9*

• Exhibit 10.10*

Exhibit 10.11*

Exhibit 10.12*

Exhibit 10.13*

Exhibit 10.14*

Exhibit 10.15*

Exhibit 10.16

Exhibit 10.17

Exhibit 10.18*

Exhibit 10.19*

Executive Employment Agreement dated January 1. 2015. between Chesapeake Utilities 
Corporation and Jef&v M. Householder, is mcoroorated herein bv reference to Exhibit 10.15 
of our Annual Report on Form 10-K for the year ended December 3L 2014. File No. 
001-11590.

Form of Performance Share Agreement effective January 7, 2014 for the period 2014 to 
2016. pursuant to Chesapeake Utilities Corporation 2013 Stock and Incentive Compensation 
Plan bv and between Chesapeake Utilities Corporation and each of Michael P. McMasters.
Beth W. Cooper, Stephen C. Thompson. Elaine B. Bittner, and Jeffry M. Householder is 
incorporated herein bv reference to Exhibit 10.18 of our Annual Report on Form 10-K for 
the year ended December 31.2013. File No. 001-11590.

Form of Performance Share Agreement, effective January 13. 2015 for the period 2015 to 
2017. pursuant to Chesapeake Utilities Corporation 2013 Stock and Incentive Compensation 
Plan bv and between Chesapeake Utilities Corporation and each of Michael P. McMasters. 
Beth W. Cooper. Stephen C. Thompson. Elaine B. Bittner and Jeffiv M. Householder, is 
incorporated herein bv reference to Exhibit 10.19 of our Annual Report on Form 10-K for 
the year ended December 31,2014. File No. 001-11590.

Form of Performance Share Agreement, dated March 6. 2015 for the period 2015 to 2017. 
pursuant to Chesapeake Utilities Corporation 2013 Stock and Incentive Compensation Plan 
bv and between Chesapeake Utilities Corporation and James F. Moriartv is incorporated 
herein bv reference to Exhibit 10.2 to our Quarterly Report on Form 10-0 for the year ended 
September 30. 2015. File No. 001-11590.

Form of Performance Share Agreement, dated January 12.2016 for the period 2016 to 2018. 
pursuant to Chesapeake Utilities Corporation 2013 Stock and Incentive Compensation Plan 
bv and between Chesapeake Utilities Corporation and each of Michael P. McMasters. Beth 
W. Cooper. Stephen C Thompson. Elaine B. Bittner. Jeffry M. Householder and James F. 
Moriartv. is incorporated herein bv reference to Exhibit 10.19 to ourAnnual Report on Form 
10-K for the year ended December 31. 2015, File No. 001-11590.

Chesapeake Utilities Corporation Supplemental Executive Retirement Plan, as amended and 
restated effective January 1. 2009. is incorporated herein bv reference to Exhibit 10.27 of 
our Annual Report on Form 10-K forthevearended December 31,2008. File No. 001-11590.

First Amendment to the Chesapeake Utilities Corporation Supplemental Executive 
Retirement Plan as amended and restated effective January 1. 2009. is incorporated herein 
bv reference to Exhibit 10.30 of ourAnnual Report on Form 10-K for the year ended December 
31.2010. File No. 001-11590.

Revolving Credit Agreement dated October 8. 2015. between Chesapeake Utilities 
Corporation and PNC Bank. National Association. Bank of America. N.A.. Citizens Bank 
N.A.. Roval Bank of Canada and Wells Fargo Bank. National Association as lenders, is 
incorporated herein bv reference to Exhibit 10.1 of our Quarterly Report on Form 10-0 for 
the period ended September 30. 2015. File No. 001-11590.

Exhibit 10.20

First Amendment dated February 25.2016 to the Revolving Credit Agreement dated October 
8. 2015. between Chesapeake Utilities Corporation and PNC Bank. National Association. 
Bank of America. N.A.. Citizens Bank N.A.. Roval Bank of Canada and Wells Fargo Bank. 
National Association as lenders, is incorporated herein bv reference to Exhibit 10.24 of our 
Annual Report on Form 10-K for the year ended December 31.2015. File No. 001-11590.

Executive Employment Agreement dated May 10, 2016. between Chesapeake Utilities 
Corporation and James F. Moriartv. is incorporated herein bv reference to Exhibit 10.1 of 
our Quarterly Report on Form 10-0 for the year ended June 30. 2016. File No. 001-11590.

Form of Performance Share Agreement, effective February 23.2017 for the period 2017 to 
2019. pursuant to Chesapeake Utilities Corporation 2013 Stock and Incentive Compensation 
Plan bv and between Chesapeake Utilities Corporation and each of Michael P. McMasters. 
Beth W. Cooper. Stephen C. Thompson. Elaine B. Bittner. Jeffry M. Householder, and James 
F. Moriartv. is incorporated herein bv reference to Exhibit 10.1 of our Quarterly Report on 
Form 10-0 for the year ended June 30. 2017. File No. 001-11590.

Credit Agreement, dated November 28. 2017. bv and between Chesapeake Utilities 
Corporation and Branch Banking and Trust Company is filed herewith.
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Exhibit 10.21*

Exhibit 10.22*

Exhibit 10.23

Separation Agreement and Release, effective as of June 7.2018. bv and between Chesapeake 
Utilities Corporation and Elaine B. Bittner, is incorporated herein bv reference to Exhibit 
10,1 of our Current Report on Form 8-K filed on June 8.2018. File No. 001-11590.

Form of Performance Share Agreement, effective February 26.2018 for the period 2018 to 
2020, pursuant to Chesapeake Utilities Corporation 2013 Stock and Incentive Compensation 
Plan bv and between Chesapeake Utilities Corporation and each of Michael P. McMasters. 
Beth W. Cooper, Stephen C. Thompson, Jeffry M. Flouseholder and James F. Moriartv. is 
incorporated herein bv reference to Exhibit 10.1 of our Quarterly Report on Form 10-0 for 
the quarter ended March 31,2018, File No. 001-11590.

Term Note dated December 21,2018 issued bv Chesapeake Utilities Corporation in favor of 
PNC Bank. National Association is Filed herewith.

Exhibit 10.24* Form of Performance Share Aareement effective February 25.2019 for the period January 
01, 2019 to December 31. 2021. pursuant to Chesapeake Utilities Corporation 2013 Stock 
and Incentive Compensation Plan bv and between Chesapeake Utilities Corporation and 
Jeffry M. Householder is filed herewith.

Exhibit 10.25*

Exhibit 10.26

Exhibit 21

Exhibit 23.1

Exhibit 31.1

Exhibit 31.2

Exhibit 32.1

Exhibit 32.2

Executive Employment Agreement dated February 25, 2019, between Chesapeake Utilities 
Corporation and Jef&v M. Householder, is Filed herewith.

Term Note dated January 31, 2019 issued bv Chesapeake Utilities Corporation in favor of 
Branch Banking & Trust Company is filed herewith.
Subsidiaries of the Registrant is filed herewith.

Consent of Independent Registered Public Accounting Firm is filed herewith.

Certificate of Chief Executive Officer of Chesapeake Utilities Corporation pursuant to 
Exchange Act Rule 13a-14(a) and 15d - 14(a), is filed herewith.

Certificate of Chief Financial Officer of Chesapeake Utilities Corporation pursuant to 
Exchange Act Rule 13a-Mfa) and 15d- i4(a), is filed herewith.

Certificate of Chief Executive Officer of Chesapeake Utilities Corporation pursuant to 18 
U.S.C. Section 1350, is filed herewith.

Certificate of Chief Financial Officer of Chesapeake Utilities Corporation pursuant to 18 
U.S.C. Section 1350, is filed herewith.

Exhibit lOl.INS XBRL Instance Document is filed herewith.

Exhibit 101.SCH XBRL Taxonomy Extension Schema Document is filed herewith.

Exhibit 101 .CAL XBRL Taxonomy Extension Calculation Linkbase Document is filed herewith.

Exhibit 101.DEF XBRL Taxonomy Extension Definition Linkbase Document is filed herewith.

Exhibit 101.LAB XBRL Taxonomy Extension Label Linkbase Document is filed herewith.

Exhibit 101 .PRE XBRL Taxonomy Extension Presentation Linkbase Document is filed herewith.

Management contract or compensatory plan or agreement.
These agreements have not been filed herewith pursuant to Item 601 (b)(4)(v) of Regulation S-K under the Securities Act 
of 1933, as amended. We hereby agree to furnish copies to the SEC upon request.
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Item 16. Form 10-K Summary.

None.

Signatures

Pursuant to the requirements of Section 13 or 15 (d) of the Securities Exchange Act of 1934, Chesapeake Utilities Corporation 
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Chesapeake Utilities Corporation

By: /s/ Jeffry M. Householder

Jeffry M. Householder
President, Chief Executive Officer and Director 
February 26, 2019

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following 
persons on behalf of the registrant and in the capacities and on the dates indicated.

/s/ Jeffry M. Householder /s/ Beth W. Cooper

Jeffry M. Householder
President, Chief Executive Officer and Director 
February 26, 2019

Beth W. Cooper, Executive Vice President, 
Chief Financial Officer, 
and Assistant Corporate Secretary 
(Principal Financial and Accounting Officer) 
February 26,2019

/s/ John R. Schimkaitis

John R. Schimkaitis
Chair of the Board and Director
February 26,2019

/s/ Dennis S. Hudson, III
Dennis S. Hudson, III, Director 
February 26,2019

/s/ Eugene H. Bayard, Esq

Eugene H. Bayard, Esq., Director 
February 26, 2019

/s/ Paul L. Maddock, Jr.
Paul L. Maddock, Jr., Director 
February 26, 2019

fsf Thomas J. Bresnan

Thomas J. Bresnan, Director 
February 26,2019

/s/ Michael P. McMasters

Michael P. McMasters, Director 
February 26,2019

/S/ RONALD G. FORSYTHE, jR. /s/ Calvert A. Morgan, JR.
Dr. Ronald G. Forsythe, Jr., Director 
February 26,2019

Calvert A. Morgan, Jr., Director 
February 26,2019

/s/ Thomas P. Hill, Jr.
Thomas P. Hill, Jr., Director 
February 26,2019

/s/ Dianna F. Morgan

Dianna F. Morgan, Director 
February 26,2019
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Chesapeake Utilities Corporation and Subsidiaries 
Schedule II

Valuation and Qualifying Accounts
Additions

For the Year Ended December 31.
(In thousands)
Reserve Deducted From Related Assets 

Reserve for Uncollectible Accounts

Balance at 
Beginning of 

Year
Charged to 

Income
Other ^ Accounts' Deductions

Balance at End 
of Year

2018 $ 936 $ 1,157 $ 136 $ (1,121) $ 1,108
2017 909 602 337 (912) 936
2016 909 985 340 (1,325) 909

Recoveries.
Uncollectible accounts charged off.
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Exhibit C-1 “Annual Reports” 
Exhibit C-2 “SEC Filings”

Case No.: 17-1916-GA-CRS 
Peninsula Energy Services Company, Inc.

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, d.c. 20549

FORM 10-Q

m QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHANGE ACT OF 1934

For the quarterly period ended: March 31,2019 

OR

□ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number: 001-11590

CHESAPEAKE UTILITIES CORPORATION
(Exact name of registrant as specified in its charter) ”111 CO

3

Delaware
(State or other jurisdiction 

of incorporation or organization)

1 I

O CTi 3
51-0064146

o(I.R.S. Employer —i

Identification No.)

909 Silver Lake Boulevard, Dover, Delaware 19904 
(Address of principal executive offices. Including Zip Code)

(302) 734-6799
(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

c

Title of each class Trading Symbol(s)
Common Stock - par value per share $0.4867 CPK

Name of each exchange on which registered 
New York Stock Exchange, Inc.

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15 (d) of the 
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to 
file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes El No □

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted 
pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period 
that the registrant was required to submit such files). Yes El No □

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller 
reporting company, or an emerging growth company. See definitions of “large accelerated filer,” “accelerated filer,” “smaller 
reporting company,” and "emerging growth company" in Rule 12b-2 of the Exchange Act.
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Large accelerated filer 13 Accelerated filer □
Non-accelerated filer □ Smaller reporting company □

Emerging growth company □

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period 
for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) ofthe Exchange Act.

□
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange 
Act). Yes □ No Ix]

Common Stock, par value $0.4867 — 16,397,017 shares outstanding as of April 30,2019.
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Glossary of Definitions

ASC: Accounting Standards Codification issued by the FASB 

ASU: Accounting Standards Update issued by the FASB

CDD: Cooling degree-day, which is a measure of the variation in weather based on the extent to which the daily average temperature 
(from 10:00 am to 10:00 am) is above 65 degrees Fahrenheit

Chesapeake or Chesapeake Utilities: Chesapeake Utilities Corporation, and its direct and indirect subsidiaries, as appropriate 
in the context of the disclosure

CHP: Combined heat and power plant

Company: Chesapeake Utilities Corporation, and its direct and indirect subsidiaries, as appropriate in the context of the disclosure

Degree-Day: A degree-day is the measure of the variation in the weather based on the extent to which the average daily temperature 
(from 10:00 am to 10:00 am) falls above or below 65 degrees Fahrenheit

Delmarva Peninsula: A peninsula on the east coast of the U. S. occupied by Delaware and portions of Maryland and Virginia 

Dt(s): Dekatherm(s), which is a natural gas unit of measurement that includes a standard measure for heating value 

Dts/d: Dekatherms per day

Eastern Shore: Eastern Shore Natural Gas Company, a wholly-owned subsidiary of Chesapeake Utilities 

Eight Flags: Eight Flags Energy, LLC, a subsidiary of Chesapeake OnSight Services, LLC 

FASB: Financial Accounting Standards Board 

FERC: Federal Energy Regulatory Commission

FPU: Florida Public Utilities Company, a wholly-owned subsidiary of Chesapeake Utilities 

GAAP: Accounting principles generally accepted in the United States of America 

GRIP: Gas Reliability Infrastructure Program

Gross Margin; a non-GAAP measure defined as operating revenues less the cost of sales. Tfre Company's cost of sales includes 
purchased fuel cost for natural gas, electricity and propane and the cost of labor spent on direct revenue-producing activities and 
excludes depreciation, amortization and accretion

Gulfstream: Gulfstream Natural Gas System, LLC, an unaffiliated pipeline network that supplies natural gas to FPU 

HDD: Heating Degree-Day

Marlin Gas Services: Marlin Gas Services, LLC, a newly created subsidiary of Chesapeake Utilities that acquired certain operating 
assets of Marlin Gas Transport, Inc.

Marlin Gas Transport: Marlin Gas Transport, Inc., a supplier of mobile compressed natural gas utility and pipeline solutions

MetLife: MetLife Investment Advisors, an institutional debt investment management firm, with which we entered into the MetLife 
Shelf Agreement

MGP: Manufactured gas plant, which is a site where coal was previously used to manufacture gaseous fuel for industrial, 
commercial and residential use

MTM: Mark-to-Market (fair value accounting)

NYL: New York Life Investors LLC, an institutional debt investment management firm, with which Chesapeake Utilities entered 
into a Shelf Agreement

Peninsula Pipeline: Peninsula Pipeline Company, Inc., a wholly-owned subsidiary of Chesapeake Utilities 

PESCO: Peninsula Energy Services Company, Inc., a wholly-owned subsidiary of Chesapeake Utilities
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Prudential: Prudential Investment Management Inc., an institutional investment management firm, with which Chesapeake 
Utilities has entered into a Shelf Agreement and issued Shelf Notes

PSC: Public Service Commission, which is the state agency that regulates utility rates and/or services in certain of our jurisdictions

Retirement Savings Plan: A qualified 401(k) retirement savings plan sponsored by Chesapeake Utilities

Revolver: Our unsecured revolving credit facility with certain lenders

Sandpiper: Sandpiper Energy, Inc., a wholly-owned subsidiary of Chesapeake Utilities

SEC: U.S. Securities and Exchange Commission

Senior Notes: Our unsecured long-term debt issued primarily to insurance companies on various dates 

Sharp: Sharp Energy, Inc., a wholly-owned subsidiary of Chesapeake Utilities

Shelf Agreement: An agreement entered into by Chesapeake Utilities and a counterparty pursuant to which Chesapeake Utilities 
may request that the counterparty purchase our unsecured senior debt with a fixed interest rate and a maturity date not to exceed 
20 years from the date of issuance

Shelf Notes: Unsecured senior promissory notes issuable under the Shelf Agreement executed with various counterparties 

SICP: 2013 Stock and Incentive Compensation Plan 

TCJA: Tax Cuts and Jobs Act enacted on December 22,2017

TETLP: Texas Eastern Transmission, LP, an interstate pipeline interconnected with Eastern Shore's pipeline
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Item 1. Financial Statements

PART I—FINANCIAL INFORMATION

Chesapeake ITtilities Corporation and Subsidiaries 

Condensed Consolidated Statements of Income (Unaudited)

Three Months Ended 
March 31,

2019 2018
(in thousands, except shares and per share data)
Operating Revenues

Regulated Energy $ ■ 103,618 dl09,393
Unregulated Energy and other 123,998 129,963

Total Operating Revenues , 227,616 !;239,356
Operating Expenses

Regulated Energy cpst of sales 36,516 48,231
Unregulated Energy and other cost of sales 89,703 99,826
Operations - 37,144 " • 32,702
Maintenance 3,681 3,593
Depreciation and amortization 11,074 . 9,704
Other taxes 5,505 4,894

Total Operating Expenses 183,623 : 198,950
Operating Income 43,993 40,406
Other income (expense), net (45) 68
Interest charges 5,710 3,664
Income Before Income Taxes 38,238 : 36,810
Income taxes 9,574 9,955
Net Income $ 28,664 $ : 26,855
Weighted Average Common Shares Outstanding:

Basic 16,384,927 16,351,338
Diluted 16,432,852 16,402,985

Earnings Per Share of Common Stock:
Basic $ 1.75 $ 1.64
Diluted $ 1.74 $ 1.64

The accompanying notes are an integral part of these financial statements.
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Chesapeake Utilities Corporation and Subsidiaries 

Condensed Consolidated Statements of Comprehensive Income (Unaudited)

Three Months Ended 
March 31,

2019 2018
(in thousands)
Net Income
Other Comprehensive Income (Loss), net of tax:

$ 28,664 $ 26,855

Employee Benefits, net of tax;

Amortization of prior service cost, net of tax of $(5) and $(5), respectively (14) (14)
Net gain, net of tax of $42 and $41, respectively 121 108

Cash Flow Hedges, net of tax:
Unrealized gain (loss) on commodity contract cash flow hedges, net of tax of 
$1,194 and $(756), respectively 2,982 (1,788)

Total Other Comprehensive Income (Loss), net of tax 3,089 (1,694)
Comprehensive Income $ 31,753 $ 25,161

The accompanying notes are an integral part of these financial statements.
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Chesapeake Utilities Corporation and Subsidiaries 

Condensed Consolidated Balance Sheets (Unaudited)

Assets
March 31, 

2019
December 31, 

2018
(in thousands, except shares and per share data)
Property, Plant and Equipment i

Regulated Energy $ 1,346,221 $ 1,297,416
Unregulated Energy 241,126 : 237,682
Other businesses and eliminations 30,282 34,585

Total property, plant and equipment 1,617,629 1|J569,683
Less: Accumulated depreciation and amortization (312,949) (294,295)
Plus: Construction work in progress 90,453 rii08,584
Net property, plant and equipment 1,395,133 1,383,972
Current Assets

Cash and cash equivalents 7,975 6,089
Trade and other receivables (less allowance for uncollectible accounts of $1,054 
and $1,108, respectively) - 74,098 i 85,404
Accrued revenue 20,747 27,499
Propane inventory, at average cost 6,865 : 9,791
Other inventoiy, at average cost 8,122 7,127
Regulatoiy assets 7,913 4,796
Storage gas prepayments 1,327 6,603
Income taxes receivable 9,059 ; 15,300
Prepaid expenses 7,192 10,079
Derivative assets, at fair value 9,221 13,165
Other current assets 1,121 5,684

Total current assets
Deferred Charges and Other Assets

153,640 : 191,537

Goodwill 25,785 25,837
Other intangible assets, net 5,909 6,207
Investaients, at fair value 7,509 6,711
Operating lease right-of-use assets (refer to Note 15) 12,523 —
Regulatory assets 77,101 72,422
Other assets 5,197 6,985

Total deferred charges and other assets 134,024 :: 118,162
Total Assets $ 1,682,797 $ 1,693,671

The accompanying notes are an integral part of these financial statements.
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Chesapeake Utilities Corporation and Subsidiaries 

Condensed Consolidated Balance Sheets (Unaudited)

Caoitalization and Liabilities
March 31, 

2019
December 31, 

2018
(in thousands, except shares and per share data)
Capitalization

Stockholders’ equity
Preferred stock, par value $0.01 per share (authorized 2,000,000 shares), no
shares issued and outstandmg $ — $ —
Common stock, par value $0.4867 per share (authorized 50,000,000 shares) 7,980 7,971
Additional paid-in capital 255,307 255,651
Retained earnings 284,111 261,530
Accumulated other comprehensive loss (3,739) (6,713)
Deferred compensation obligation 4,376 3,854
Treasury stock (4,37^ (3,854)

Total stockholders’ equity 543,659 518,439
Long-term debt, net of current maturities 285,998 316,020

Total capitalization 829,657 834,459
Current Liabilities

Current portion of long-term debt 71,509 11,935
Short-term bonowing 276,393 294,458
Accounts payable 75,277 129,804
Customer deposits and refunds 29,710 34,155
Accrued interest 4,505 2,317
Dividends payable 6,067 6,060
Accrued compensation 8,506 13,923
Regulatory liabilities 15,085 7,883
Derivative liabilities, at fair value 6,798 14,871
Other accrued liabilities 14,719 12,828

Total current liabilities 508,569 528,234
Deferred Credits and Other Liabiliti^

Deferred income taxes 160,912 156,820
Re^latory liabilities 132,686 135,039
Environmental liabilities 7,370 7,638
Odier pension and benefit costs 29,822 28,513
Operating lease - liabilities (refer to Note 15) 10,873 —
Deferred investment tax credits and other liabilities 2,908 2,968

Total deferred credits and other liabilities 344,571 330,978
Environmental and other commitments and contingencies (Notes 5 and 6)
Total Capitalization and Liabilities $ 1,682,797 $ 1,693,671

The accompanying notes are an integral part of these financial statements.
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Chesapeake Utilities Corporation and Subsidiaries 

Condensed Consolidated Statements of Cash Flows (Unaudited)

Three Months Ended

(in thousands)
Operating Activities 

Net income
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization
Depreciation and accretion included in other costs
Deferred income taxes
Realized (gain) loss on commodity contracts/sale of assets/investments 
Unrealized (gain) loss on investments/commodity contracts 
Employee benefits and compensation 
Share-based compensation 
Other, net

Changes in assets and liabilities:
Accounts receivable and accrued revenue 
Propane inventory, storage gas and other inventory 
Regulatory assetsAiabilities, net 
Prepaid expenses and other current assets 
Accounts payable and other accrued liabilities 
Income taxes receivable 
Customer deposits and refunds 
Accrued compensation 
Other assets and liabilities, net 

Net cash provided by operating activities 
Investing Activities

Property, plant and equipment expenditures 
Proceeds from sales of assets 
Environmental expenditures 

Net cash used in investing activities 
Financing Activities

Common stock dividends
Issuance of stock under the Dividend Reinvestment Plan
Tax withholding payments related to net settled stock compensation
Change in cash overdrafts due to outstanding checks
Net repayment under line of credit agreements
Proceeds from long-term debt
Repayment of long-term debt, long-term borrowing under the Revolver and capital lease obligation 

Net cash provided (used) by financing activities 
Net Increase in Cash and Cash Equivalents 
Cash and Cash Equivalents—Beginning of Period 
Cash and Cash Equivalents—End of Period

March 31,
2019 2018

$ 28,664 $

;;

;; 26,855

11,074 9,704
2,135 2,276
3,430 6,469
(363) 3,416
(721) 44
382 228
487 1,520
— (12)

18,147 9,649
7,207 . ; 12,448
3,121 11,511

11,873 8,095
(44,783) (26,932)

6,241 8,741
(4,445) 44
(5,548) ■ (7,731)
3,585 347

40,486 : 66,672

(43,216). (63,116)
115 193

(268) i (48)
(43,369) (62,971)

I;

(5,877) (5,147)
(183) . (164)
(692) (719)

84 : 2,352
(18,149) (24,213)
30,000 25,000

(414) (428)
4,769 (3,319)
1,886 382
6,089 5,614

$ 7,975 $ 5,996

The accompanying notes are an integral part of these financial statements.

-5



Tabie of Contents

Chesapeake Utilities Corporation and Subsidiaries 

Condensed Consolidated Statements of Stockholders’ Equity (Unaudited)

Common Stock*'*

Additional
Accumulated

Other

(in thousands, except shares and per share data)
Number of Shares®*

Par
Value

Paid-In
Capital Retained Comprehensive

Earnings Loss
Deferred

Compensation
Treasury

Stock Total

Balance at December 31,2017 16,344,442 S 7,955 S 253,470 S 229,141 S (4,272) S 3,395 S (3395) $ 486,294

Net income — — - 26,855 — — — 26,855

Cumulative effect of the adoption of ASU 2014-09 — — — (1,498) — — — (1.498)

Reclassificatton upon the adoption of ASU 2018-02 — — — 907 (907) — — -
Other comprehensive loss — — — — (1,694) — — (1,694)

Dividend declared ($.3250 per share) — - — (5,381) — — — (5381)

Dividend reinvestment plan — — (1) — — — — 0)
Share-based compensation and tax benefit *^’*‘'* 19,350 9 657 — - - — 666

Treasuiy stock activities — — — — — 178 (178) —
Balance at March 31,2018 16,363,792 s 7,964 s 254,126 S 250,024 $ (6.873) $ 3,573 $ (3,573) S 505,241

Balance at December 31,2018 16,378,545 s 7,971 s 255,651 S 261,530 $ (6,713) s 3,854 s (3,854) s 518,439

Net income - — — 28,664 — — - 28,664

Prior period reclassific^on — — — 115 (115) — — —
Other comprehensive income - — - — 3,089 — — 3,089

Dividend declared ($0.3700 per share) — — — (6.198) — — - (6,198)

Dividend reinvestment plan — - (1) — - — — (1)

Share-based compensation and tax benefit *^* *^* 18,472 9 (343) — — — — (334)

Treasury stock activities - — - — - 522 (522) —
Balance at March 31,2019 16,397,017 s 7,980 s 255,307 $ 284,111 S (3,739) s 4,376 s (4376) s 543,659

(1) 2,000,000 shares of preferred stock at $0.01 par value have been authorized. None has been issued or is outstanding; accordingly, no information has been included 
in the statements of stockholders’ equity.

(2) Includes 101,997 shares at March31,2019, 97,053 shares at DecemberSl, 2018, 93,422 shares at March 31,2018 and 90,961 shares at December 31,2017, 
respectively, held in a Rabbi Trust related to our Non-Qualified Deferred Compensation Plan.

(3) Includes amounts for shares issued for directors’ compensation,
(4) The shares issued under the SICPare net of shares withheld for employee taxes. For the three months ended March 31,2019 and 2018, we withheld 7,635 and 

10,436 shares, respectively, for taxes.

The accompanying notes are an integral part of these financial statements.
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Notes to Condensed Consolidated Financial Statements (Unaudited)

I, Summary of Accounting Policies 

Basis of Presentation
References in this document to the “Company,” “Chesapeake Utilities,” “we,” “us” and “our” are intended to mean 
Chesapeake Utilities Corporation, its divisions and/or its subsidiaries, as appropriate in the context of the disclosure.

The accompanying unaudited condensed consolidated financial statements have been prepared in compliance with the 
rules and regulations of the SEC and GAAP. In accordance with these rules and regulations, certain information and 
disclosures normally required for audited financial statements have been condensed or omitted. These financial statements 
should be read in conjunction with the consolidated financial statements and notes thereto, included in our latest Annual 
Report on Form 10-K for the year ended December 31, 2018. In the opinion of management, these financial statements 
reflect normal recurring adjustments that are necessaiy for a fair presentation of our results of operations, financial position 
and cash flows for the interim periods presented.

Due to the seasonality of our business, results for interim periods are not necessarily indicative of results for the entire 
fiscal year. Revenue and earnings are typically greater during the first and fourth quarters, when consumption of energy 
is highest due to colder temperatures.

Marlin Gas Transport and Ohl Fuel Oil Acquisitions
In December 2018, Marlin Gas Services acquired certain operating assets of Marlin Gas Transport. The acquisition will 
enable us to offer solutions to supply interruption scenarios and tailor other alternatives where pipeline supplies are 
unavailable or inadequate to meet customer requirements.

In December 2018, Sharp acquired certain propane operating assets and customers of R. F. Ohl Fuel Oil, Inc. ("Ohl"), 
which provided propane distribution service to approximately 2,500 residential and commercial customers in Pennsylvania.

We accounted for the purchases of the operating assets of Marlin Gas Transport and Ohl, which totaled approximately 
$18.4 million, as business combinations within our Unregulated Ener©' segment. Goodwill of $4.8 million, related to the 
Marlin Gas Transport acquisition, and $ 1.5 million, associated with the Ohl acquisition, were initially recorded at the close 
of these transactions. The amounts recorded in conjunction with these acquisitions are preliminary and subject to adjustment 
based on additional valuations performed during the measurement period. Due to the timing of these acquisitions, the 
revenue and net income from these acquisitions in 2018 were immaterial. For the quarter ended March 31, 2019, these 
acquisitions generated the following operating revenue and income:

Three Months Ended March 31,2019 
Operating Revenue Operating Income

(in thousands)
Marlin Gas Services 
Ohl

2,434 $
822 $

1,375
273

FASB Statements and Other Authoritative Pronouncements

Recently Adopted Accounting Standards

Leases (ASC 8421 - In February 2016, the FASB issued ASU 2016-02, Leases, which requires lessees to recognize leases 
on the balance sheet and disclose key information about leasing arrangements. The standard establishes a right of use 
model that requires a lessee to recognize a right of use asset and lease liability for all leases with a term greater than 12 
months. The update also expands the required quantitative and qualitative disclosures surrounding leases. ASC 842 was 
subsequently amended by ASU No. 2018-01, Land Easement Practical Expedient for Transition to Topic 542; ASU No.
2018- 10, Codification Improvements to Topic 842, Leases', ASU No. 2018-11, Targeted Improvements', and ASU No.
2019- 01, Codification Improvements. We adopted ASU 2016-02 and the related amendments on January 1,2019, and used 
the optional transition method for all existing leases. The optional transition method enables us to adopt the new standard 
as of the beginning of the period of adoption and does not require restatement of prior period financial information. As a 
result, prior period financial information has not been recast and continues to be reported under the accounting guidance 
that was effective during those periods.
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At adoption, we elected the following practical expedients: (1) the ‘package of practical expedients,’ pursuant to which 
we did not need to reassess our prior conclusions about lease identification, lease classification and initial direct costs, (2) 
the ‘use*of-hindsight’ practical expedient, which allowed us to use hindsight in assessing impairment of our existing land 
easements, (3) creation of an accounting policy for short-term leases resulting in lease payments being recorded as an 
expense on a straight-line basis over the lease term, and (4) to not separate lease and non-lease components for all leases.

See Note 15, Leases, for additional information with respect to the impact of the adoption of the lease accounting guidance 
and the disclosures required by ASU 2016-02 and the related amendments.

Compensation - Stock Compensation (ASC 7181 - In June 2018, the FASB issued ASU 2018-07, Improvements to 
Nonemployee Share-Based Payment Accounting, which expands the scope of Topic 718 to include share-based payment 
transactions for acquiring goods and services from nonemployees. We adopted ASU 2018-07 on January 1, 2019. 
Implementation of this new standard did not have a material impact on our financial position or results of operations.

Recent Accounting Standards Yet to be Adopted

Intangibles-Goodwill (ASC 350) - In January 2017, the FASB issued ASU 2017-04, Simplifying the Test for Goodwill 
Impairment, which simplifies how an entity is required to test goodwill for impairment by eliminating Step 2 from the 
goodwill impairment test. ASU 2017-04 will be effective for our annual and interim financial statements beginning January 
1, 2020, although early adoption is permitted. The amendments included in this ASU are to be applied prospectively. We 
believe that implementation of this new standard will not have a material impact on our financial position or results of 
operations.

Fair Value Measurement (ASC 820^ - In August 2018. the FASB issued ASU 2018-13, Disclosure Framework - Changes 
to the Disclosure Requirements for Fair Value Measurement, which removes, modifies and adds certain disclosure 
requirements on fair value measurements in ASC 820. ASU 2018-13 will be effective for our annual and interim financial 
statements beginning January 1,2020 and, since the changes only impact disclosures, will not have a material impact on 
our financial position or results of operations.

Calculation of Earnings Per Share

(in thousands, except shares and per share data)
Calculation of Basic Earnings Per Share:

Three Months Ended 
March 31,

2019 2018

Net Income
Weighted average shares outstanding

Basic Earnings Per Share

Calculation of Diluted Earnings Per Share: 
Reconciliation of Numerator:

Net Income
Reconciliation of Denominator:

Weighted shares outstanding—Basic 
Effect of dilutive securities—Share-based compensation 

Adjusted denominator—^Diluted 
Diluted Earnings Per Share

$ 28,664 $ 26,855
16,384,927 16,351,338

$ 1.75 $ 1.64

28,664 $

16,384,927
47,925

26,855

16,351,338
51,647

16,432,852 16,402,985
1.74 $ 1.64

Revenue Recognition
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We recognize revenue when our performance obligations under contracts with customers have been satisfied, which 
generally occurs when our businesses have delivered or transported natural gas, electricity or propane to customers. We 
exclude sales taxes and other similar taxes from the transaction price. Typically, our customers pay for the goods and/or 
services we provide in the month following the satisfaction of our performance obligation.
The following table displays our revenue by major source based on product and service type for the three months ended 
March 31, 2019 and 2018;

Three months ended March 31,2019 Three Months Ended March 31,2018

(in thousands)
Regulated

Energy
Unregulated

Energy
Other and 

Eliminations Total
Regulated

Energy
Unregulated

Energy
Other and 

Eliminations Total

Energy distribution

Delaware natural 
gas division $ 27,549 ■$ ■ - 5 , - — $ 27349 • $ 32,072 $ . - —

. ;
;: $ 32,072

Florida natural gas 
division 7,900 _ _ 7,900 5,864 — — 5,864

FPU electric 
distribution 14,378 _ __ 14378 18,741. .— — 18,741

FPU natural gas 
distribution 23,786 _ _ 23,786 23,213 — — 23,213

Maryland natural 
gas division 10,047 ■_________________ 10,047 10,672 —,' —10,672

Sandpiper natural
gas/propane
operations 7,082 7,082 8,964 8,964

Total eneigy 
distribution 90,742 — 90,742 99,526 — .

; 99,526

Enet^
transmission . i

Aspire Energy — 13,470 — 13,470 — 12,077 — 12,077

Eastern Shore 19,056 _ — 19,056 15,597 — 15,597

Peninsula Pipeline 3,565 — — 3,565 2,098 — — 2,098

Total eneigy 
transmission 22,621 13,470 — 36,091 17,695 12,077

• -'i
29,772

Energy generation
Eight Fl^s — 4,142 — 4,142 — 4.378 — 4,378

Propane operations
Propane delivery 
operations — 46,125 — 46,125 52.1M * ' . • \ 52,104

Enei^ services
Marlin Gas
Services _ 2,434 _ 2,434 — — — —
PESCO - Natural 
GasMarketing . 77,022 77,022 81,559 81,559

Total eneigy services — 79,456 — 79,456 — 81,559 — 81,559

Other and 
eliminations

Eliminations (9,745) (5,496) (14,236) (29,477) (7.828) : (5,245) ‘ (15,598) (28,671)
Other — 405 132 537 — 494 194 688

Total other and 
eliminations (9,745) (5,091) (14,104) (28,940) (7.828) (4,751)^ (15,404) (27,983)

Total operating 
revenues $ 103,618 $ 138,102 $ (14,104) $227,616 $ 109393 $ 145367 $ (15;404) $239356

^ ^ Total operating revenues for the three months ended March 31, 2019, include other revenue (revenues from sources other than contracts with 
customers) of $121,000 and $84,000 for our Regulated and Unregulated Energy segments, respectively and $(589,000) and $73,000 for our Regulated 
and Unregulated Energy segments, respectively, for the three months ended March 31, 2018. The sources of other revenues include revenue from 
alternative revenue programs related to revenue normalization for the Maryland division and Sandpiper and late fees.

Contract balances
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The timing of revenue recognition, customer billings and cash collections results in trade receivables, unbilled receivables 
(contract assets), and customer advances (contract liabilities) in our condensed consolidated balance sheets. The balances 
of our trade receivables, contract assets, and contract liabilities as of December 31, 2018 and March 31, 2019 were as 
follows;

Trade
Receivables

Contract Assets 
(Non-current)

Contract
Liabilities
(Current)

(in thousands)
Balance at 12/31/2018 $ 83,214 $ 2,614 $ 480
Balance at 3/31/2019 72,162 3,004 305
Increase (decrease) $ (11,052) $ 390 $ (175)

Our trade receivables are included in trade and other receivables in the condensed consolidated balance sheets. Our non- 
current contract assets are included in other assets in the condensed consolidated balance sheet and relate to operations 
and maintenance costs incurred by Eight Flags that have not yet been recovered through rates for the sale of electricity 
to our electric distribution operation pursuant to a long-term service agreement.

At times, we receive advances or deposits from our customers before we satisfy our performance obligation, resulting in 
contraa liabilities. At March 31, 2019 and December 31, 2018, we had a contract liability of $305,000 and $480,000, 
respectively, which was included in other accrued liabilities in the condensed consolidated balance sheet, and which 
relates to non-refundable prepaid fixed fees for our Delmarva Peninsula propane delivery operation's retail offerings. Our 
performance obligation is satisfied over the term of the respective retail offering plan on a ratable basis. For the three 
months ended March 31,2019 and 2018, we recognized revenue of $287,000 and $251,000, respectively.

Remaining performance obligations

Our businesses have long-term fixed fee contracts with customers in which revenues are recognized as performance 
obligations are satisfied over the contract term. Revenue for these businesses for the remaining performance obligations 
at March 31, 2019 are expected to be recognized as follows:

2025 and
(in thousands) 2019 2020 2021 2022 2023 2024 thereafter
Eastern Shore and Peninsula . 
Pipeline . . ^ : ' $ 28,754. $ 36,791 $33,510 $26,566 $21,146 $18,969 $ 193,651
Natural gas distribution operations 2,999 3,587 3,358 3,320 2,924 2,910 27,916
PESCO - Natural Gas Marketing 4,435 4,585 1,706 22 — — —
FPU electric distribution 223 297 297 109 — — —
Total revenue contracts with 
remaining performance obligations $36,411^ $ 45,260 $38,871 $30,017^ $24,070 $21,879 $ 221,567

Rates and Other Regulatory Activities

Our natural gas and electric distribution operations in Delaware, Maryland and Florida are subject to regulation by their 
respective PSC; Eastern Shore, our natural gas transmission subsidiary, is subject to regulation by the FERC; and Peninsula 
Pipeline, our intrastate pipeline subsidiary, is subject to regulation by the Florida PSC.

Delaware

Effect of the TCJA on CiiStomers: On January 31, 2019, the Delaware PSC approved the as-filed Delaware Division 
Delivery Service Rates reflecting the impact of the TCJA. The new rates went into effect March 1, 2019, and we will 
have to complete refunds retroactive to February 2018, by June 30,2019. The order also provided for a line item billing 
credit that went into effect on April 1,2019, for the return of the excess accumulated deferred income taxes ("ADIT"). 
Additional information on the TCJA impact is included in the table at the end of this Note 4, Rates and Other Regulatory 
Activities.
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Weather Normalization Adjustment: In January 2019, we filed with the Delaware PSC an application requesting approval 
to implement a weather normalization adjustment. The proposed weather normalization adjustment will provide either 
a billing credit (during colder than normal weather) or surcharge (during warmer than normal weather) designed to produce 
natural gas bills for customers that reflect normal temperatures. The weather normalization adjustment will ensure we 
do not over or under-collect Delaware PSC authorized levels of distribution revenues due to weather variability. The 
Delaware PSC issued an order on March 19,2019 to open a docket and formally review the case.

Florida
Electric Limited Proceeding-Storm Recovery: In February 2018, FPU filed a petition with the Florida PSC, requesting 
recovery of incremental storm restoration costs related to several hurricanes and tropical storms, along with the 
replenishment of the storm reserve to its pre-storm level of $1.5 million. As a result of these hurricanes and tropical 
storms, FPU’s storm reserve was depleted and, at the time of this filing, had a deficit of $779,000. This matter went to 
hearing in December 2018 and was subsequently approved at the March 5,2019 Agenda with the Final Order issued on 
March 25,2019. FPU received approval to begin a surcharge of $ 1.54 per 1,000 kilowatt hour on customer bills for two 
years beginning in April 2019, to recover storm-related costs and replenish the storm reserve.

Hurricane Michael: In October 2018, Hurricane Michael passed through FPU's electric distribution operation’s service 
territory in Northwest Florida. The hurricane caused widespread and severe damage to FPU’s infrastructure resulting in 
100 percent of its customers losing electrical service. FPU, after exerting extraordinary hurricane restoration efforts, 
restored service to those customers who were able to accept it. FPU expended more than $65.0 million to restore service, 
which has been recorded as new plant and equipment or charged against FPU’s storm reserve. In conjunction with the 
hurricane-related expenditures, we executed two 13-month unsecured term loans as temporary financing, each in the 
amount of $30 million. The interest cost associated with these loans is LIBOR plus 75 points. One of the term loans was 
executed in December 2018; the other was executed in January 2019. While there is a short-term negative impact, the 
storm is not expected to have a significant impact going forward, assuming reasonable regulatory treatment. We have 
begun preparing the necessary regulatory filings to seek recovery of the costs incurred, including the financing costs for 
the temporary debt issued to fund the new plant and equipment.

Effect of the TCJA on Customers: In February 2018, the Florida PSC opened dockets to consider the impacts associated 
with the TCJA. In May 2018, FPU’s natural gas divisions filed petitions and supporting testimony regarding the disposition 
of the related impacts of the TCJA. Hearings on this matter took place in November 2018, and the staffs recommendation 
was approved by the Florida PSC at the February 5,2019 Agenda. Final orders were issued on February 25,2019. Staff’s 
recommendations are summarized in the table at the end of this Note 4, Rates and Other Regulatory Activities.

Imbalance Petition: In February 2019, FPU filed a petition, with the Florida PSC, to modify the pool manager cash out 
tiers and respective cash out rates. With this petition, FPU further facilitates consistency across the Florida business units 
and eliminates the unintentional arbitrage opportunity created by the tariff. The petition does not have a financial impact 
for FPU, and it will benefit customers by lowering costs. This petition was approved by the Florida PSC at the April 2, 
2019 Agenda.

Maryland Division and Sandpiper

There were no material regulatory matters during the quarter.

Eastern Shore

Del-Mar Energy Pathway Project: In September 2018, Eastern Shore filed a Certificate Application with the FERC, 
requesting authorization to construct and operate the Del-Mar Energy Pathway project, which will provide an additional 
14,300 Dts/d of firm service to four customers. Facilities to be constructed include six miles of pipeline looping in 
Delaware; 13 miles of new mainline extension in Sussex County, Delaware and Somerset County, Maryland; and new 
pressure control and delivery stations in these counties. The benefits of this project include: (i) additional natural gas 
transmission pipeline infrastructure in eastern Sussex County, Delaware, and (ii) extension of Eastern Shore’s pipeline 
system, for the first time, into Somerset County, Maryland. During the fourth quarter of 2018, the FERC held a full 
project area scoping meeting in Sussex County, Delaware and issued a Notice of Schedule for Environmental Review. 
The Environmental Assessment for the Del-Mar Energy Pathway project was issued on April 1,2019. As of the date of 
this filing, final FERC authorization was still pending.
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Summary TCJA Table

The following table summarizes the TCJA impact on our regulated businesses:

Regulatory Liabilities related to ADIT
Operation and Regulatory 

Jurisdiction
Amount (in 
thousands) Status

Status of Customer Rate impact related to 
lower federal corporate income tax rate

Eastern Shore (FERC) $34,190
Will be addressed in Eastern 
Shore's next rate case filing

Implemented one-time bill credit (totaling 
$900,000) in April 2018 - Customer rates 
adjusted in April, 2018

Delaware Division 
(Delaware PSC) $13,082

PSC approved amortization of 
ADIT in January 2019

Customer rates adjusted March 1, 2019. One
time bill credit to be implemented during the 
second quarter of 2019

Maryland Division 
(Maryland PSC) $4,171

PSC approved amortization of 
ADIT in May 2018

Implemented one-time bill credit (totaling 
$365,000) in July 2018 - Customer rates 
adjusted effective May 1,2018

Sandpiper Energy 
(Maryland PSC) $3,803

PSC approved amortization of 
ADIT in May 2018

Implemented one-time bill credit (totaling 
$608,000) in July 2018 - Customer rates 
adjusted effective May 1, 2018

Chesapeake Florida Gas 
Division/Central Florida
Gas (Florida PSC)

$8,346

PSC issued order authorizing 
amortization and retention of 
net ADIT liability by the 
Company on February 25,
2019

PSC Staff recommendation issued on January 
24,2019; final order was issued on February
25, 2019; No one-time bill credit or 
adjustment in rates will be applied; the tax 
savings arising from the TCJA rate reduction 
will be retained by the Company

FPU Natural Gas (includes 
FPU, Fort Meade, and 
Indiantown) (Florida PSC)

$19,478
Same treatment on a net basis 
as Chesapeake Florida Gas 
Division (above)

Same treatment on a net basis as Chesapeake 
Florida Gas Division (above)

FPU Electric (Florida PSC) $5,950

In January 2019, PSC issued 
order approving amortization 
of ADIT through pimchased 
power cost recovery, storm 
reserve and rates

TCJA benefit will flow back to its customers 
through a combination of reductions to the 
fuel cost recovery rate, base rates, as well as 
application to the storm reserve over the next 
several years

Environmental Commitments and Contingencies
We are subject to federal, state and local laws and regulations governing environmental quality and pollution control. 
These laws and regulations require us to remove or remediate, at current and former operating sites, the effect on the 
environment of the disposal or release of specified substances.

MGP Sites

We have participated in the investigation, assessment or remediation of, and have exposures at, seven former MGP sites. 
We have received approval for recovery of clean-up costs in rates for sites located in Salisbury, Maryland; Seaford, 
Delaware; and Winter Haven, Key West, Pensacola, Sanford and West Palm Beach, Florida. We are also in discussions 
with the Maryland Department of Environment ("MDE") regarding another former MGP site located in Cambridge, 
Maryland.

As of March 31, 2019 and December 31, 2018, we had approximately $8.9 million and $9.1 million, respectively, in 
environmental liabilities related to FPU’s MGP sites in Key West, Pensacola, Sanford and West Palm Beach. FPU has 
approval to recover, from insurance and through customer rates, up to $14.0 million of its environmental costs related to 
its MGP sites. As of March 31,2019 and December 31,2018, we had recovered approximately $11.6 million and $11.5 
million, respectively, leaving approximately $2.4 million and $2.5 million, respectively, in regulatory assets for future 
recovery of environmental costs from FPU’s customers.

Environmental liabilities for our MGP sites are recorded on an undiscounted basis based on the estimate of future costs 
provided by independent consultants. We continue to expect that all costs related to environmental remediation and related 
activities, including any potential future remediation costs for which we do not currently have approval for regulatory 
recovery, will be recoverable from customers through rates.

The following is a summary of our remediation status and estimated costs to implement clean-up of our key MGP sites:
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MGP Site 
(Jurisdiction) Status

Estimated Cost to Clean up 
(Expect to Recover through Rates with Customers)

West Palm Beach 
(Florida)

Remedial actions approved by the Florida 
Department of Environmental Protection have 
been implemented on the east parcel of the 
site. We expect to implement similar remedial 
actions on odier remaining portions, including 
the anticipated demolition of buildings on die 
site's west parcel in 2019.

Between $4.5 million to $15.4 million, including 
costs associated with the relocation of EPU’s 
operations at this site, which is necessary to 
implement the remedial plan, and any potential 
costs associated wifti future redevelopment of 
the properties. ^

Sanford (Florida) In March 2018, the United States 
Environmental Protection Agency ("EPA") 
approved a "site-wide ready for anticipated 
use" status, which is the final step before 
delisting a site. Construction has been 
completed and restrictive covenants are in 
place to ensure protection of human health.
The only remaining activity is long-term 
groundwater monitoring.

FPU's remaining remediation expenses, 
including attorneys' fees and costs, are 
anticipated to be less than $10,000. It is unlikely 
that FPU will incur any significant future costs 
associated with the site.

Winter Haven 
(Florida)

Remediation is ongoing. Not expected to exceed $425,000, which 
includes costs of implementing institutional 
confrols at the site.'

Seaford
(Delaware)

Conducted investigations of on-site and off
site impacts in the vicinity of the site, from 
2014 through 2018, and submitted the findings 
to Delaware Department of Natural Resources 
and Environmental Control ("DNREC") in a 
March 2019 report. An interim action 
involving air-sparging/vapor extraction to 
mitigate on-site impact will be implemented, 
after the Work Plan has been submitted and 
approved by DNREC.

Between $273,000 and $465,000.

Cambrit^e
(Maryland)

Currently in discussions with the MDE. , Unable to estimate.
* ;

Other Commitments and Contingencies

Natural Gas, Electric and Propane Supply

Our Delmarva Peninsula natural gas distribution operations have asset management agreements with PESCO to manage 
their natural gas transportation and storage capacity. The agreements were effective as of April 1,2017, and each has a 
three-year term, expiring on March 31,2020.

In May 2013, Sandpiper entered into a capacity, supply and operating agreement with Eastern Gas & Water Investment 
Company, LLC ("EGWlC") to purchase propane through May 2019. Sandpiper has the option to enter into either a fixed 
per-gallon price for some or all of the propane purchases or a market-based price utilizing one of two local propane pricing 
indices. Sandpiper’s remaining commitment at March 31, 2019 was approximately 288,000 gallons. Sandpiper has 
entered into an agreement with EGWIC to purchase any remaining assets at the end of the lease term and will transfer 
them to Sharp.

Also in May 2013, Sharp entered into a separate supply and operating agreement with EGWIC. Under this agreement. 
Sharp has a commitment to supply propane to EGWIC through May 2019. Sharp's remaining commitment as of March 
31,2019 was approximately 288,000 gallons. The agreement between Sharp and EGWIC is separate from the agreement 
between Sandpiper and EGWIC.

Chesapeake Utilities' Florida Division has firm transportation service contracts with Florida Gas Transmission Company 
("FGT") and Gulfstream. Pursuant to a capacity release program approved by the Florida PSC, all of the capacity under 
these agreements has been released to various third parties, including PESCO. Under the terms of these capacity release 
agreements, Chesapeake Utilities is contingently liable to FGT and Gulfstream should any party, that acquired the capacity 
through release, fail to pay the capacity charge.
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FPU’s electric supply contracts require FPU to maintain an acceptable standard of creditworthiness based on specific 
financial ratios. FPU’s agreement with Florida Power & Light Company requires FPU to meet or exceed a debt service 
coverage ratio of 1.25 times based on the results of the prior 12 months. If FPU fails to meet this ratio, it must provide 
an irrevocable letter of credit or pay all amounts outstanding under the agreement within five business days. FPU’s electric 
supply agreement with Gulf Power requires FPU to meet the following ratios based on the average of the prior six quarters: 
(a) funds from operations interest coverage ratio (minimum of two times), and (b) total debt to total capital (maximum 
of 65 percent). If FPU fails to meet the requirements, it has to provide the supplier a written explanation of actions taken, 
or proposed to be taken, to become compliant. Failure to comply with the ratios specified in the Gulf Power agreement 
could also result in FPU having to provide an irrevocable letter of credit. As of March 31,2019, FPU was in compliance 
with all of the requirements of its foel supply contracts.

Eight Flags provides electricity and steam generation services through its CHP plant located on Amelia Island, Florida. 
In June 2016, Eight Flags began selling power generated from the CHP plant to FPU pursuant to a 20-year power purchase 
agreement for distribution to our electric customers. In July 2016, Eight Flags also started selling steam, pursuant to a 
separate 20-year contract, to the landowner on which the CHP plant is located. The CHP plant is powered by natural gas 
transported by FPU through its distribution system and Peninsula Pipeline through its intrastate pipeline.

Corporate Guarantees

We have issued corporate guarantees to certain vendors of our subsidiaries, primarily PESCO. These corporate guarantees 
provide for the payment of natural gas purchases in the event that PESCO defaults. PESCO has never defaulted on its 
obligations to pay its suppliers. The liabilities for these purchases are recorded when incurred. The aggregate amount 
guaranteed at March 31,2019 was approximately $77.3 million, with the guarantees expiring on various dates through 
December 2020.

Chesapeake Utilities also guarantees the payment of FPU’s first mortgage bonds. The maximum exposure under this 
guarantee is the outstanding principal plus accrued interest balances. The outstanding principal balances of FPU’s first 
mortgage bonds approximate their carrying values (see Note 14, Long-Term Debt, for Either details).

As of March 31, 2019, we have issued letters of credit totaling approximately $7.0 million related to the electric 
transmission services for FPU's electric division, the firm transportation service agreement between TETLP and our 
Delaware and Maryland divisions, the payment of natural gas purchases for PESCO, and to our current and previous 
primary insurance carriers. These letters of credit have various expiration dates through March 2020. There have been 
no draws on these letters of credit as of March 31,2019. We do not anticipate that the counterparties will draw upon these 
letters of credit, and we expect that they will be renewed to the extent necessary in the future.

7. Segment Information

We use the management approach to identify operating segments. We organize our business around differences in 
regulatory environment and/or products or services, and the operating results of each segment are regularly reviewed by 
the chief operating decision maker (our Chief Executive Officer) in order to make decisions about resources and to assess 
performance.

Our operations are comprised of two reportable segments:

♦ Regulated Energy. Includes energy distribution and transmission services (natural gas distribution, natural gas 
transmission and electric distribution operations). All operations in this segment are regulated, as to their rates 
and services, by the PSC having jurisdiction in each operating territory or by the FERC in the case of Eastern 
Shore.

• Unregulated Energy. Includes energy transmission, energy generation (the operations of our Eight Flags' CHP 
plant), propane operations, the new mobile compressed natural gas utility and pipeline solutions subsidiary, and 
other energy services (natural gas marketing and related services). These operations are unregulated as to their 
rates and services. Also included in this segment are other unregulated energy services, such as energy-related 
merchandise sales and heating, ventilation and air conditioning, plumbing and electrical services.

The remainder of our operations is presented as “Other businesses and eliminations,” which consists of unregulated 
subsidiaries that own real estate leased to Chesapeake Utilities, as well as certain corporate costs not allocated to other 
operations.
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The following table presents financial information about our reportable segments:

Three Months Ended
March 31,

2019 2018
{in thousands)
Operating Revenues, Unaffiliated Customers

Regulated Energy s 100,739 $ .... ; 105,954
Unregulated Energy 126,877 133,402

Total operating revenues, unaffiliated customers 227,616 $ .. ; 1239,356
Intersegment Revenues

Regulated Energy $ 2,879 $ 3,439
Unregulated Energy 11,225 11,965
Other businesses 132 194

Total intersegment revenues $ 14,236 $ 15,598
Operating Income ;;

Regulated Energy $ 29,741 $ 26,711
Unregulated Energy 15,127 i 13,684
Other businesses and eliminations (875) 11

Operating income 43,993 40,406
Other income (expense), net (45) 68
Interest charges 5,710 3,664
Income before Income Taxes 38,238 36,810
Income taxes 9,574 9,955
Net Income $ 28,664 $ 26,855

All significant intersegment revenues are billed at market rates and have been eliminated from consolidated operating revenues.

(in thousands) March 31,2019 December 31,2018
Identifiable Assets

Regulated Energy segment $ 1,343,061 $ 1,345,805
Unregulated Energy segment 296,836 ;i 306,045
Other businesses and eliminations 42,900 41,821

Total identifiable assets '$ 1,682,797 $ = iU693,671

Our operations are entirely domestic.

8. Stockholder's Equity

Accumulated Other Comprehensive Loss
Defined benefit pension and postretirement plan items, unrealized gains (losses) of our propane swap agreements, call 
options natural gas swaps and futures contracts, designated as commodity contracts cash flow hedges, are the components 
of our accumulated other comprehensive loss. The following tables present the changes in the balance of accumulated 
other comprehensive (loss)/income as of March 31,2019 and 2018. All amounts except the stranded tax reclassification 
are presented net of tax.
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Defined Benefit Commodity
Pension and Contracts

Postretirement Cash Flow
Plan Items Hedges Total

(in thousands)
As of December 31,2018 $ (5,928) $ . (785) $ (6,713)

Other comprehensive income before reclassifications — 3,021 3,021
Amounts reclassified from accumulated other 
comprehensive income/(loss) 107 (39) 68

Net current-period other comprehensive income 107 2,982 3,089
Prior-year reclassification — (115) (115)
As ofMarch31,2019 S (5,821) $ 2,082 $ (3,739)

(in thousands)
As of December 31,2017 $ (4,743) $' 471 $ (4,272)

Other comprehensive loss before reclassifications — (2,232) (2,232)
Amounts reclassified from accumulated other 
comprehensive income/(loss) 94 444 538

Net prior-period other comprehensive income/(loss) 94 (1,788) (1,694)
Stranded tax reclassification to retained earnings (1,022) 115 (907)

As ofMarch31,2018 $ (5,671) $ (1,202) $ (6,873)

The following table presents amounts reclassified out of accumulated other comprehensive loss for the three months 
ended March 31,2019 and 2018. Deferred gains or losses for our commodity contracts cash flow hedges are recognized
in earnings upon settlement.

Three Months Ended
March 31,

2019 2018
(in thousands)
Amortization of defined benefit pension and postretirement plan items;

Prior service credit $ 19 $ 19
Net loss^*^ (163) (149)

Total before income taxes (144) (130)
Income tax benefit 37 36
Net of tax $ (107) $ (94)
Gains and losses on commodity contracts cash flow hedges:

Propane swap agreements $ 606 $ (464)
Natural gas swaps 11 (450)
Natural gas futures (573) 298

Total before income taxes 44 (616)
Income tax benefit (expense) (5) 172
Net of tax 39 (444)
Total reclassifications for the period $ (68) $ (538)

These amounts are included in the computation of net periodic costs (benefits). See Note 9, Employee Benefit Plans, for additional details.
These amounts are included in the effects of gains and losses from derivative instruments. See Note 12, Derivative Instruments, for additional details.

Amortization of defined benefit pension and postretirement plan items is included in operations expense, and gains and 
losses on propane swap agreements, call options and natural gas futures contracts are included in cost of sales in the 
accompanying condensed consolidated statements of income. The income tax benefit is included in income tax expense 
in the accompanying condensed consolidated statements of income.
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Employee Benefit Plans
Net periodic benefit costs for our pension and post-retirement benefits plans for the three months ended March 31,2019 
and 2018 are set forth in the following tables:

Chesapeake 
Pension Plan

FPU
Pension Plan

Chesapeake
Chesapeake Postretirement

SERP Plan

FPU
Medical

Plan

For the Three Months Ended March 31, 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018

(in thousands)

Interest cost .$ 105 $ 97 S 615 $ 592 $ 21 $ 21 $ 10 $ io $ T2 $ 12

Expected return on plan assets (127) (138) m) (774) — - — — — —
Amortization of prior service credit — — — ■ — — . (19) (19) —
Amortization of net loss 101 88 129 109 26 25 12 15 — —
Net periodic cost (benefit) 79 47 51 V (73X 47. ... ,46 3 - 6 12

Amortization of pre-merger regulatory asset — — 190 191 — — — — 2 2

Total periodic cost $ 79 $ 47 $ 241 $ 118 $ 47- $ 46: 3 ■ $ 6 $ 14 $ 14

We expect to record pension and postretirement benefit costs of approximately $1.3 million for 2019. Included in these 
costs is approximately $543,000 related to continued amortization of the FPU pension regulatory asset, which represents 
the portion attributable to FPU’s regulated energy operations for the changes in funded status that occurred, but were not 
recognized, as part of net periodic benefit costs prior to the FPU merger in 2009. This was deferred as a regulatory asset 
by FPU prior to the merger, to be recovered through rates pursuant to a previous order by the Florida PSC. The unamortized 
balance of this regulatory asset was approximately $351,000 and approximately $543,000 at March 31, 2019 and 
December 31, 2018, respectively. The other than service cost components of the net periodic costs have been recorded 
or reclassified to other income (expense), net in the condensed consolidated statements of income.

Pursuant to a Florida PSC order, FPU continues to record, as a regulatory asset, a portion of the unrecognized pension 
and postretirement benefit costs related to its regulated operations after the FPU merger. The portion of the unrecognized 
pension and postretirement benefit costs related to FPU’s unregulated operations and Chesapeake Utilities' operations is 
recorded to accumulated other comprehensive loss.

The following tables present the amounts included in the regulatory asset and accumulated other comprehensive loss that 
were recognized as components of net periodic benefit cost during the three months ended March 31,2019 and 2018:

For the Three Months Ended March 31,2019

Chesapeake
Pension

Plan

FPU
Pension

Plan
Chesapeake

SERP

Chesapeake
Postretirement

Plan

FPU
Medical

Plan Total

(in thousands)
Prior service credit $ — $ — $ $ (19) $■ — s (19)
Net loss 101 129 26 12 — 268
Total recognized in net periodic benefit 
cost 101 129 26 : (7) 249
Recognized from accumulated other 
comprehensive loss 101 24 26 (7) 144
Recognized from regulatory-asset — 105 — — — 105
Total $ 101 $ 129 $ 26 $ (7) s — $ 249
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For the Three Months Ended March 31,2018

Chesapeake
Pension

Plan

FPU
Pension

Plan

Chesapeake 
Chesapeake Postretirement 

PlanSERP

FPU
Medical

Plan Total
(in thousands)
Prior service credit $ — $ — $ — $ (19) $ — $ (19)
Net loss 88 109 25 15 — 237
Total recognized in net periodic benefit 
cost 88 109 25 (4) - 218
Recognized from accumulated other 
comprehensive loss 88 21 25 (4) - 130
Recognized from regulatory asset — 88 — — — 88
Total $ 88 $ 109 $ 25 $ (4) $ — $ 218

(1)
See Note 8, Stockholder's Equity.

During the three months ended March 31,2019, we contributed approximately $33,000 to the Chesapeake Pension Plan 
and approximately $233,000 to the FPU Pension Plan. We expect to contribute a total of approximately $163,000 and 
approximately $1.2 million to the Chesapeake Pension Plan and FPU Pension Plan, respectively, during 2019, which 
represents the minimum annual contribution payments required.

The Chesapeake SERP, the Chesapeake Postretirement Plan and the FPU Medical Plan are unfunded and are expected 
to be paid out of our general funds. Cash benefits paid under the Chesapeake SERP for the three months ended March 31, 
2019, were approximately $3 8,000. We expect to pay total cash benefits of approximately $383,000 under the Chesapeake 
SERP in 2019. Cash benefits paid imder the Chesapeake Postretirement Plan, primarily for medical claims for the three 
months ended March 31, 2019, were approximately $1,000. We estimate that approximately $96,000 will be paid for 
such benefits under the Chesapeake Postretirement Plan in 2019. Cash benefits paid under the FPU Medical Plan, primarily 
for medical claims for the three months ended March 31, 2019, were approximately $6,000. We estimate that 
approximately $94,000 will be paid for such benefits under the FPU Medical Plan in 2019.

Investments
The investment balances at March 31, 2019 and December 31,2018, consisted of the following:

(in thousands)
Rabbi trust (associated with the 
Investments in equity securities 
Total

March 31, 
2019

December 31, 
2018

$ 7,484 $ 6,689
25 22

$ 7,509 $ 6,711

We classify these investments as trading securities and report them at their fair value. For the three months ended March 
31,2019 and 2018, we recorded a net unrealized gain of approximately $727,000 and a net unrealized loss of approximately 
$44,000, respectively, in other expense, net in the condensed consolidated statements of income related to these 
investments. For the investment in the Rabbi Trust, we also have recorded an associated liability, which is included in 
other pension and benefit costs in the condensed consolidated balance sheets and is adjusted each period for the gains 
and losses incurred by the investments in the Rabbi Trust.

11. Share-Based Compensation
Our non-employee directors and key employees are granted share-based awards through our SICP. We record these share- 
based awards as compensation costs over the respective service period for which services are received in exchange for 
an award of equity or equity-based compensation. The compensation cost is based primarily on the fair value of the shares 
awarded, using the estimated fair value of each share on the date it was granted and the number of shares to be issued at 
the end of the service period.
The table below presents the amounts included in net income related to share-based compensation expense for the three 
months ended March 31,2019 and 2018;
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Three Months Ended 
March 31,

2019 2018

$ 149 $: 135
338 1,385
487

IV

(127) (416)
$ 360 $ 1,104

(in thousands)
Awards to non-employee directors 
Awards to key employees 
Total compensation expense 
Less: tax benefit
Share-based compensation amounts included in net income 

Non-employee Directors

Shares granted to non-employee directors are issued in advance of the directors’ service periods and are fully vested as 
of the date of the grant. We record a prepaid expense equal to the fair value of the shares issued and amortize the expense 
equally over a service period of one year. In May 2018, each of our non-employee directors received an annual retainer 
of792 shares of common stock under the SICP for service as a director throu^ the 2019 Annual Meeting of Stockholders. 
Our former President and Chief Executive Officer, Michael P. McMasters, retired on December 31,2018 and continued 
as a member of the Board of Directors beginning January 1, 2019. Mr. McMasters received a pro-rated grant of 276 
shares of common stock under the SICP for service as a non-employee director from January 1, 2019 through the 2019 
Annual Meeting of Stockholders. These shares were issued and vested in January 2019 at a weighted average fair value 
of$75.70.

At March 31,2019, there was approximately $52,000 of unrecognized compensation expense related to shares granted 
to non-employee directors. This expense will be recognized over the remaining service period ending April 30, 2019. 
See Note 1, Summary of Accounting Policies, for additional information regarding ASU 2018-07 and its impact on the 
accounting for non-employee share-based payments.

Key Employees

The table below presents the summary of the stock activity for awards to key employees for the three months ended 
March 31,2019;

Number of Shares
Weighted Average 

Fair Value
Outstanding--DecemberSl, 2018 131,741 $ 67.24
Granted 45,016 $ 91.19
Vested (25,831)

■$

|i 67.08
Expired (15,086) $ 69.28
Outstanding--March 31,2019 135,840 $ 74.05

In February 2019, our Board of Directors granted awards of 45,016 shares of common stock to key employees under the 
SICP. The shares granted are multi-year awards that will vest at the end of the three-year service period ending 
December 31,2021. All of these stock awards are earned based upon the successful achievement of long-term financial 
results, which comprise market-based and performance-based conditions or targets. The fair value of each performance- 
based condition or target is equal to the market price of our common stock on the grant date of each award. For the market- 
based conditions, we used the Black-Scholes pricing model to estimate the fair value of each market-based award granted.

In March 2019, upon the election of certain of our executive officers, we withheld shares with a value at least equivalent 
to each such executive officer’s minimum statutory obligation for applicable income and other employment taxes related 
to shares that we awarded in Februaiy 2019 for the performance period ended December 31,2018, remitted the cash to 
the appropriate taxing authorities, and paid the balance of such awarded shares to each such executive officer. We withheld 
7,635 shares, based on the value of the shares on their award date, determined by the average of the high and low prices 
of our common stock. Total combined payments for the employees’ tax obligations to the taxing authorities were 
approximately $692,000.
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At March 31,2019, the aggregate intrinsic value of the SICP awards granted to key employees was approximately $ 12.4 
million. At March 31, 2019, there was approximately $4.3 million of unrecognized compensation cost related to these 
awards, which is expected to be recognized as expense from 2019 through 2021.

Stock Options
We did not have any stock options outstanding at March 31,2019 or 2018, nor were any stock options issued during these 
periods.

Derivative Instruments

We use derivative and non-derivative contracts to manage risks related to obtaining adequate supplies and the price 
fluctuations of natural gas, electricity and propane. Our natural gas, electric and propane distribution operations have 
entered into agreements with suppliers to purchase natural gas, electricity and propane for resale to our customers. Aspire 
Energy has entered into contracts with producers to secure natural gas to meet its obligations. Purchases under these 
contracts typically either do not meet the definition of derivatives or are considered “normal purchases and normal sales” 
and are accounted for on an accrual basis. Both our propane distribution and natural gas marketing operations may also 
enter into fair value hedges of their inventory or cash flow hedges of their future purchase commitments in order to 
mitigate the impact of wholesale price fluctuations. As of March 31, 2019, our natural gas and electric distribution 
operations did not have any outstanding derivative contracts.

Volume of Derivative Activity
As of March 31,2019, the volume of our open commodity derivative contracts were as follows:

Business unit Commodity
Quantity hedged 

(in millions) Designation
Longest Expiration 

date of hedge
PESCO Natural gas (Dts) 21.7 Cash flows hedges December 2022
PESCO Natural gas (Dts) 3.8 Not designated March 2021
Sharp Propane (gallons) 5.4 Cash flows hedges June 2021

PESCO entered into natural gas futures contracts associated with the purchase and sale of natural gas to specific customers. 
We designated and accounted for them as cash flow hedges. The change in fair value of the natural gas futures contracts 
is recorded as unrealized gain (loss) in other comprehensive income (loss) and later recognized in the statement of income 
in the same period and in the same line item as the hedged transaction. We expect to reclassify approximately $2.1 million 
from accumulated other comprehensive loss to earnings during the next 12-month period ending March 31, 2020.
Sharp entered into futures and swap agreements to mitigate the risk of fluctuations in wholesale propane index prices 
associated with the propane volumes expected to be purchased during the heating season. Under the futures and swap 
agreements, Sharp will receive the difference between: (i) the index prices (Mont Belvieu prices in August 2018 through 
June 2021), and (ii) the per gallon propane swap prices, to the extent the index prices exceed the contracted prices. If the 
index prices are lower than the swap prices. Sharp will pay the difference. We designated and accounted for propane 
swaps as cash flows hedges. The change in the fair value of the swap agreements is recorded as unrealized gain (loss) in 
other comprehensive income (loss) and later recognized in the statement of income in the same period and in the same 
line item as the hedged transaction. We expect to reclassify approximately $503,000 from accumulated other 
comprehensive income (loss) to earnings during the next 12-month period ending March 31,2020.
Balance Sheet Offsetting

PESCO has entered into master netting agreements with counterparties that enable it to net the counterparties' outstanding 
accounts receivable and payable, which are presented on a net basis in the condensed consolidated balance sheets. The 
following table summarizes the accounts receivable and payable on a gross and net basis at March 31, 2019 and 
December 31,2018:
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(in thousands) 
Accounts receivable 
Accounts payable

At March 31,2019

Gross amounts Amounts offset Net amounts
$ 8,832 $ 3,264 $ 5,568
$ 15,906 $ 3f264 $ 12,642

(in thousands) 
Accounts receivable 
Accounts payable

At December 31,2018
Gross amounts Amounts offset Net amounts

12,368 $ 3,834 $ ‘ 8,534

24,741 $ 3,834 $ 20,907

Broker Margin
Futures exchanges have contract specific margin requirements that require the posting of cash or cash equivalents relating 
to traded contracts. Margin requirements consist of initial margin that is posted upon the initiation of a position, 
maintenance margin that is usually expressed as a percent of initial margin, and variation margin that fluctuates based on 
the daily MTM relative to maintenance margin requirements. We maintain separate broker margin accounts for Sharp 
and PESCO. The balances are as follows:

(in thousands) Balance Sheet Location At March 31,2019 At December 31,2018
PESCO Other Current Assets $ (335) $ 2,810

Financial Statements Presentation

The following tables present information about the fair value and related gains and losses of our derivative contracts. 
We did not have any derivative contracts with a credit-risk-related contingency.

The fair values of the derivative contracts recorded in the condensed consolidated balance sheets as of March 31,2019 
and December 31,2018, are as follows:

Asset Derivatives
Fair Value As Of

(in thousands) Balance Sheet Location
March 31, 

2019
December 31, 

2018

Derivatives not designated as hedging 
instruments r

■ 1i
■ ’;

Natural gas futures contracts
Derivatives designated as fair value hedges

Derivative assets, at fair value $ 2,122 $ 4,024

Propane put options Derivative assets, at fair value — 71
Derivatives designated as cash flow hedges

Natural gas futures contracts Derivative assets, at fair value 7,055 9,059
Propane swap agreements Derivative assets, at fair value 44 11

Total asset derivatives $ 9,221 $ 13,165
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Liability Derivatives
Fair Value As Of

(in thousands) Balance Sheet Location
March 31, 

2019
December 31, 

2018
Derivatives not designated as hedging 
instruments

Natural gas fiihires contracts Derivative liabilities, at fair value S 2,638 $ 4,562
Derivatives designated as cash flow hedges

Natural gas futures contracts Derivative liabilities, at fair value 3,533 8,705
Propane swap agreements Derivative liabilities, at fair value 627 1,604

Total liability derivatives $ 6,798 $ 14,871
The effects of gains and losses from derivative instruments on the condensed consolidated financial statements are as 
follows:

Location of Gain

Amount of Gain (Loss) on Derivatives:

For the Three Months Ended March 31,
(in thousands) (Loss) on Derivatives 2019 2018
Derivatives not designated as hedging 
instruments

Natural gas futures contracts Cost of sales $ (22) $ (2,835)
Propane swap agreements Cost of sales — (9)

Derivatives designated as cash flow hedges
Propane swap agreements Cost of sales 606 (464)

Propane swap agreements Other comprehensive 
income (loss) 1,009 (992)

Natural gas futures contracts Cost of sales (573) 298

Natural gas swap contracts Cost of sales 11 (450)

Natural gas swap contracts Other comprehensive 
income (loss) 3,226 (1,617)

Natural gas futures contracts Other comprehensive 
income (loss) (59) 65

Total $ 4,198 $ (6,004)

As of March 31,2019, the following amounts were recorded in the condensed consolidated balance sheets related to fair 
value hedges:

(in thousands)

Balance Sheet Location of Hedged Items

Carrying Amount of Hedged Item
Cumulative Adjustment Included in 
Carrying Amount ofHedged Item

At December 31, At December 31,
At March 31,2019 2018 At March 31,2019 2018

Inventory 6 $ 212 $ — $
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Fair Value of Financial Instruments
GAAP establishes a fair value hierarchy that prioritizes the inputs to valuation methods used to measure fair value. The 
three levels of the fair value hierarchy are the following:

Fair Value 
Hierarchy
Level 1

Level 2

Level 3

Description of Fair Value Level
Unadjusted quoted prices in active markets that 
are accessible at the measurement date for 
identical, unrestricted assets or liabilities

Quoted prices in markets that are not active, or 
inputs which are observable, either directly or 
indirectly, for substantially the fUll term of the 
asset or liability

Prices or valuation techniques requiring inputs 
that are both significmit to the fair value 
measurement and unobservable (i.e. supported 
by little or no market activity)

Fair Value Technique Utilized
Investments - equity securities - The fair values of diese 
trading securities are recorded at fair valueibased on 
unadjusted quoted pric« in active markets for Identical 
securities.

Investments - mutualfiinds and other - The feir values 
of these mvestments, comprised of money racket and 
mutual funds, are recorded at fair value basedlon quoted 
net asset values of the shares. , ;

Derivative assets and liabilities - The fair values of 
forward contracts are measured using market 
transactions in either the listed or over-the-counter 
markets. The fair value of the propane put/call options, 
swap agreements and natural gas fixtures contracts are 
measured using market transactions for similar assets 
and liabilities in either the listed or over-the-counter 
markets.
Investments-gu^qnteed income fund - The fair values 
of these investnibnts are recorded at the conttact value, 
which approximates their fair:value. [■

Financial Assets and Liabilities Measured at Fair Value
The following tables summarize our financial assets and liabilities that are measured at fair value on a recurring basis 
and the fair value measurements, by level, within the fair value hierarchy as of March 31,2019 and December 31,2018;

Fair Value Measurements Using:

As of March 31,2019

Signiflcant Other Significant 
Quoted Prices In Observable Unobservable
Active Markets Inputs Inputs

Fair Value (Level 1) (Level 2) (Level 3)
(in thousands)
Assets:

Investments—equity securities $ 25 $ 25 $ — $ —
Investments—^guaranteed income fund 695 — — 695
Investments—^mutual funds and other 6,789 6,789 — —
Total investments 7,509 6,814 — 695
Derivative assets 9,221 — 9,221 —

Total assets
Liabilities:

$ 16,730 $ . .. 6,814$ 9,221 695

Derivative liabilities $ 6,798 $ — S 6,798 —
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Fair Value Measurements Using:

Significant Other Significant 
Quoted Prices in Observable Unobservable

As of December 31,201S Fair Value
Active Markets 

(Level 1)
Inputs 

(Level 2)
Inputs 

(Level 3)
(in thousands)

Assets:
Investments—equity securities $ 22 $ 22 $ — $ —
Investments—guaranteed income fund 686 — — 686
Investments—mutual funds and other 6,003 6,003 — —
Total investments 6,711 6,025 — 686
Derivative assets 13,165 — 13,165 —

Total assets $ 19,876 $ 6,025 $ 13,165 $ 686
Liabilities:

Derivative liabilities $ 14,871 $ —
’ $ 14,871 $ —

The following table sets forth the summary of the changes in the fair value of Level 3 investments for the three months 
ended March 31,2019 and 2018:

Three Months Ended 
March 31,

(in thousands)
Beginning Balance 
Purchases and adjustments 
Investment income 
Ending Balance

2019 2018

$ 686 $ 648
6 (48)
3 2

$ 695 $ 602

Investment income from the Level 3 investments is reflected in other expense, (net) in the consolidated statements of 
income.

At March 31,2019, there were no non-financial assets or liabilities required to be reported at fair value. We review our 
non-financial assets for impairment at least on an annual basis, as required.

Other Financial Assets and Liabilities
Financial assets with carrying values approximating fair value include cash and cash equivalents and accounts receivable. 
Financial liabilities with carrying values approximating fair value include accounts payable and other accrued liabilities 
and short-term debt. The fair value of cash and cash equivalents is measured using the comparable value in the active 
market and approximates its carrying value (Level 1 measurement). The fair value of short-term debt approximates the 
carrying value due to its short maturities and because interest rates approximate current market rates (Level 3 
measurement).
At March 31,2019, long-term debt which includes current maturities but excludes capital lease obligations, had a carrying 
value of approximately $357.2 million, compared to the estimated fair value of $361.3 million, using a discounted cash 
flow methodology that incorporates a market interest rate based on published corporate borrowing rates for debt 
instruments with similar terms and average maturities, and with adjustments for duration, optionality, and risk profile. 
At December 31,2018, long-term debt, which includes the current maturities but excludes a capital lease obligation, had 
a canying value of approximately $327.2 million, compared to a fair value of approximately $323.8 million. The valuation 
technique used to estimate the fair value of long-term debt would be considered a Level 3 measurement.
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Long-Term Debt

Our outstanding long-term debt is shown below:

(in thousands)
March 31, 

2019
December 31, 

2018
FPU secured first mortgage bonds :

9.08% bond, due June 1, 2022
Uncollateralized senior notes;

s 7,987 $ 7,986

5.50% note, due October 12, 2020 4,000 4,000
5.93% note, due October 31,2023 15,000 15,000
5.68% note, due June 30,2026 23,200 23,200
6.43% note, due May 2,2028 7,000 7,000
3.73% note, due December 16, 2028 20,000 20,000
3.88% note, due May 15,2029 50,000 50,000
3.25% note, due April 30,2032 70,000 70,000
3.48% note, due May 31,2038 50,000 50,000
3.58% note, due November 30,2038 50,000 50,000

Term Note due January 21,2020 30,000 : 30,000
Term Note due February 28,2020 30,000 —
Promissory notes — 26
Finance lease obligation 909 1,310
Less: debt issuance costs (589) (567)
Total long-term debt 357,507 327,955
Less: current maturities (71,509) : (11,935)
Total long-term debt, net of current maturities

FPU secured first mortgage bonds are guaranteed by Chesapeake Utilities.

$ 285,998 $ 316,020

Term Notes
In December 2018, we issued a $30.0 million unsecured term note through PNC Bank N.A. with maturity date of January 
21,2020. The interest rate at March 31,2019 and December 31,2018 was 3.24% and 3.23%, respectively, which equals 
one month LIBOR rate plus 75 basis points. In January 2019, we issued a $30.0 million unsecured term note through 
Branch Banking an d Trust Company, with a maturity date of February 28,2020. The interest rate at March 31,2019 was 
3.24%, which equals the one month LIBOR rate plus 75 basis points. As of March 31,2019, these term notes totaling 
$60.0 million are included in the current maturities of long-term debt.

Sh elfAgreements
We have entered into Shelf Agreements with Prudential, MetLife and NYL, whom are under no obligation to purchase 
any unsecured debt. We entered into the Prudential Shelf Agreement, totaling $150.0 million, in October 2015, and we 
issued $70.0 million of 3.25% unsecured debt in April 2017. The Prudential Shelf Agreement was then amended in 
September 2018 to increase the borrowing capacity back up to $150.0 million, and Prudential accepted our request to 
purchase our unsecured debt of $100.0 million at an interest rate of 3.98% on or before August 20, 2019. We entered 
into the NYL Shelf Agreement, totaling $100.0 million, in March 2017, and we issued unsecured debt totaling $100.0 
million during 2018. The NYL Shelf Agreement was amended in November 2018 to add incremental borrowing capacity 
of $50.0 million. As of March 31, 2019, we had not requested that MetLife purchase unsecured senior debt under the 
MetLife Shelf Agreement, which we entered into in March 2017. The following table summarizes the borrowing 
information under our Shelf Agreements at March 31,2019:

-25



Table of Contents

Total
Borrowing
Capacity

Le$$: Amount Less:
of Debt Unfunded Remaining
Issued Commitments Borrowing Capacity

(in thousands)
Shelf Agreement
Prudential Shelf Agreement $ 220,000 $ (70,000) $ (100,000) $ 50,000
MetLife Shelf Agreement 150,000 — — 150,000
NYL Shelf Agreement 150,000 (100,000) — 50,000
Total $ 520,000 $ (170,000) $ (100,000) $ 250,000

The Shelf Agreements or Shelf Notes set forth certain business covenants to which we are subject when any note is 
outstanding, including covenants that limit or restrict our ability, and the ability of our subsidiaries, to incur indebtedness, 
or place or permit liens and encumbrances on any of our property or the property of our subsidiaries.

Leases

We have entered into lease arrangements for office space, land, equipment, pipeline facilities and warehouses. These 
leases have been entered into to better enable us to conduct our business operations in the regions in which we operate. 
Office space is leased to provide adequate workspace for all our employees in several locations throughout the Mid- 
Atlantic, Mid-West and in Florida. We lease land at various locations throughout our service territories to enable us to 
inject natural gas into underground storage and distribution systems, for bulk storage capacity, for our propane operations 
and for storage of equipment used in repairs and maintenance of our infrastructure. We lease natural gas compressors to 
ensure timely and reliable transportation of natural gas to our customers. Additionally, we lease a pipeline to deliver 
natural gas to an indusixial customer in Polk County, Florida. We lease warehouses to store equipment and materials used 
in repairs and maintenance for our businesses.
Some of our leases are subject to annual changes in the Consumer Price Index (“CPI”)- While lease liabilities are not re
measured as a result of changes to the CPI, changes to the CPI are treated as variable lease payments and recognized in 
the period in which the obligation for those payments was incurred. A100-basis-point increase in CPI would have resulted 
in immaterial additional annual lease costs.

Most of our leases include options to renew, with renewal terms that can extend the lease term from one to 25 years or 
more. The exercise of lease renewal options is at our sole discretion. The amounts disclosed in our condensed consolidated 
balance sheet at March 31, 2019, pertaining to the right of use assets and lease liabilities, are measured based on our 
current expectations of exercising our available renewal options.

Our existing leases are not subject to any restrictions or covenants which preclude our ability to pay dividends, obtain 
financing or enter into additional leases.

We utilize our incremental borrowing rate, as the basis to calculate the present value of future lease payments, at lease 
commencement. Our incremental borrowing rate represents the rate that we would have to pay to borrow funds on a 
collateralized basis over a similar term and in a similar economic environment.

Leases with an initial term of 12 months or less are not recorded on our balance sheet; we recognize lease expense for 
these leases on a straight-line basis over the lease term.

We have elected not to separate non-lease components from all classes of our existing leases. Non-lease components 
have been accounted for as part of the single lease component to which they are related.

As of March 31, 2019, we have not entered into any leases, which have not yet commenced, that would entitle us to 
significant rights or create additional obligations. The following table presents information related to our total lease cost 
included in our condensed consolidated statements of income:
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Three Months Ended 
March 31,

(in thousands) Classification 2019 2018

Operatmg lease cost
Finance lease cost

Operations expense $ 635 '$ : 1,107

Amortization of lease assets Depreciation and amortization 401 358
Interest on lease liabilities Interest expense 4 17

Net lease cost .. $ 1,040 1,482

Includes short-term leases and variable lease costs, which are immaterial

The following table presents the balance and classifications of our right of use assets and lease liabilities included in 
our consolidated balance sheet at March 31,2019;

(in thousands) Balance sheet classification Amount
Assets

Operating lease assets Operating lease right-of-use assets $ 12,523
Finance lease assets Property, plant arid equipment 1,839

Total lease assets
Liabilities
Current

.................................................................................. .................................................................................. .................................................................................. .................................................................................. .................................................................................. ..............................................................................■ ....................................................................................................................................................................................................................................................- •

%

■ 1 ;■

14,362

Operating lease liabilities Other accrued liabilities $ '.r; 1,642
Finance lease liabilities Current portion of long-term debt 909

Nonciirrent
Operating lease liabilities Other liabilities 10,873
Finance lease liabilities Long-term debt

. i —
Total lease liabilities $ 13,424

The following table presents our weighted-average remaining lease terms and weighted-average discount rates for our 
operating and financing leases at March 31,2019:

At March 31,2019
Weighted-average remaining lease term (inye^) 

Operating leases 
Finance leases

Weighted-average discount rate 
Operating leases 
Finance leases

9.32
0.17

3.8%
3.5%

The following table presents additional information related to cash paid for amounts included in the measurement of 
lease liabilities included in our condensed consolidated statements of cash flows as of March 31,2019 and March 31, 
2018;

Three Months Ended 
March 31,

(in thousands)
Operating cash flows from operating leases 
Operating cash flows from finance leases 
Financing cash flows from fmance leases

2019 2018
537 $; 

4
401

1,018
17

358
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The following table presents the future undiscounted maturities of our operating and financing leases at March 31,2019 
and for each of the next five years and thereafter:

(in thousands)
Operating
Leases

Finance
Leases Total

Remainder of 2019 S 1,539 $ 910 S 2,449
2020 2,045 — 2,045
2021 1,765 — 1,765
2022 1,659 — 1,659
2023 1,669 — 1,669
2024 1,431 — 1,431
Thereafter 4,860 — 4,860
Total lease payments $ 14,968 $ 910 $ 15,878
Less: Interest 2,453 1 2,454
Present value of lease liabilities $ 12,515 $ 909 13,424

(1) Operating lease payments include $3.8 million related to options to extend lease terms that are reasonably certain of being exercised.

The following table presents future minimum lease payments for our operating leases at December 31, 2018 under 
ASC 840 and is being presented for comparative purposes:

Year(s) 2019 2020 2021 2022 2023 Thereafter Total
(in thousands)

Expected payments $2,349 $1,998 $1,761 $1,689 $1,642 $5,398 $14,837
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Management’s Discussion and Analysis of Financial Condition and Results of Operations is designed to provide a reader of the 
financial statements with a narrative report on our financial condition, results of operations and liquidity. This discussion and 
analysis should be read in conjunction with the attached unaudited condensed consolidated financial statements and notes thereto 
and our Annual Report on Form 10*K for the year ended December 31,2018, including the audited consolidated financial statements 
and notes thereto.

Safe Harbor for Forward-Looking Statements
We make statements in this Quarterly Report on Form 10-Q that do not directly or exclusively relate to historical facts. Such 
statements are “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. One 
can typically identify forward-looking statements by the use of forward-looking words, such as “project,” “believe,” “expect,” 
“anticipate,” “intend,” “plan,” “estimate,” “continue,” “potential,” “forecast” or other similar words, or future or conditional 
verbs such as “may,” “will,” “should,” “would” or “could.” These statements represent our intentions, plans, expectations, 
assumptions and beliefs about future financial performance, business strategy, projected plans and objectives of the Company. 
Forward-looking statements speak only as of the date they are made or as of the date indicated and we do not undertake any 
obligation to update forward-looking statements as a result of new information, future events or otherwise. These statements 
are subject to many risks, uncertainties and other important factors that could cause actual future results to differ materially 
from those expressed in the forward-looking statements. In addition to the risk factors described under Item 1 A, Risk Factors 
in our 2018 Annual Report on Form 10-K, such factors include, but are not limited to:

• state and federal legislative and regulatory initiatives that affect cost and investment recovery, have an impact on rate structures, 
and affect the speed and the degree to which competition enters the electric and natural gas industries;
• the outcomes of regulatory, environmental and legal matters, including whether pending matters are resolved within current 
estimates and whether the related costs are adequately covered by insurance or recoverable in rates;
• the impact of significant changes to current tax regulations and rates;
• the timing of certification authorizations associated with new capital projects and the ability to construct facilities at or below 
estimated costs;
• changes in environmental and other laws and regulations to which we are subject and environmental conditions of property 
that we now, or may in the future, own or operate;
• possible increased federal, state and local regulation of the safety of our operations;
• the economy in our service territories or markets, the nation, and worldwide, including the impact of economic conditions 
(which we do not control) on demand for electricity, natural gas, propane or other fuels;
• risks related to cyber-attacks or cyber-terrorism that could disrupt our business operations or result in failure of information 
technology systems;
• the weather and other natural phenomena, including the economic, operational and other effects of hurricanes, ice storms and 
other damaging weather events;
• customers' preferred energy sources;
• industrial, commercial and residential growth or contraction in our markets or service territories;
• the effect of competition on our businesses;
• the timing and extent of changes in commodity prices and interest rates;
• the effect of spot, forward and future market prices on our various energy businesses;
• the extent of our success in connecting natural gas and electric supplies to transmission systems, establishing and maintaining 
key supply sources; and expanding natural gas and electric markets;
• the creditworthiness of counterparties with which we are engaged in transactions;
• the capital-intensive nature of our regulated energy businesses;
• the results of financing efforts, including our ability to obtain financing on favorable terms, which can be affected by various 
factors, including credit ratings and general economic conditions;
• the ability to successfully execute, manage and integrate a merger, acquisition or divestiture of assets or businesses and the 
related regulatory or other conditions associated with the merger, acquisition or divestiture;
• the impact on our costs and funding obligations, under our pension and other post-retirement benefit plans, of potential 
downturns in the financial markets, lower discount rates, and costs associated with health care legislation and regulation;
• the ability to continue to hire, train and retain appropriately qualified personnel; and
• the effect of accounting pronouncements issued periodically by accounting standard-setting bodies.

Introduction

We are an energy delivery company engaged in the distribution of natural gas, propane and electricity; the transmission of 
natural gas; the generation of electricity and steam, and in providing related services to our customers.
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Our strategy is focused on growing earnings from a stable utility foundation and investing in related businesses and services 
that provide opportunities for returns greater than traditional utility returns. We are focused on identifying and developing 
opportunities across the energy value chain, with emphasis on midstream and downstream investments that are accretive to 
earnings per share and consistent with our long-term growth strategy.

Our strategy is to consistently produce, industry-leadi^ total shareholder returns by profitably investing capital into opportunities 
that leverage our skills and expertise in ener^ distribution and transmission to achieve hi^ levels of service and growth. The 
key elements of our strategy include:

• capital investment in growth op>portunities that generate our target returns;
• expanding our energy distribution and transmission operations within our existing service areas as well as into new 

geographic areas;
• providing liew services in our current service areas;
• expanding oUr footprint in potential ^owth markets through strategic acquisitions;
• entering new ener^ markets and businesses that complement our existing operations and growth strate©'; and
• operating as a customer-centric full-service energy supplier/partner/provider of safe and reliable service.

Our employees strive to build meaningful connections that generate opportunities to grow our businesses, develop new markets, 
and enrich the communities in which we live, work and serve.

Due to the seasonality of our business, results for interim periods are not necessarily indicative of results for die entire fiscal 
year. Revenue and earnings are typically greater during the first and fourth quarters, when consumption of energy is normally 
highest due to colder temperatures.

Thefollowing discussions and those later in the document on operating income and segment results include the use of the term 
"gross margin," which is determined by deducting the cost of salesfrom operating revenue. Cost ofsales includes the purchased 
cost of natural gas, electricity and propane and the cost of labor spent on direct revenue-producing activities, and excludes 
depreciation, amortization and accretion. Gross margin should not be considered an alternative to operating income or net 
income, which are determined in accordance with GAAP. We believe that gross margin, although a non-GAAP measure, is 
useful and meaningful to investors as a basis for making investment decisions. It provides investors with information that 
demonstrates the profitability achieved by us under our allowed ratesfor regulated energy operations andunder our competitive 
pricing structures for unregulated energy operations. Our management uses gross margin in measuring our business units ’ 
performance and has historically analyzed and reported gross margin information publicly. Other companies may calculate 
gross margin in a different manner.

Earnings per share information is presented on a diluted basis, unless otherwise noted
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Results of Operations for the Three Months ended March 31,2019 

Overview
Chesapeake Utilities is a Delaware corporation formed in 1947. We are a diversified energy company engaged, through our 
operating divisions and subsidiaries, in regulated energy, unregulated energy and other businesses. We operate primarily on the 
Delmarva Peninsula and in Florida, Pennsylvania and Ohio and provide services centered on energy distribution, energy 
transmission, energy generation, propane operations and other energy services. These services include: natural gas distribution, 
transmission, and marketing; electric distribution and generation; propane operations; steam generation; and other energy-related 
services.

Operational Highlights
Our net income for the quarter ended March 31,2019 was $28.7 million, or $ 1.74 per share. This represents an increase of $ 1.8 
million, or $0.10 per share, compared to net income of $26.9 million, or S1.64 per share, reported for the same quarter in 2018. 
Operating income increased by $3.6 million for the three months ended March 31, 2019, compared to the same period in the 
prior year, as margin increased by $10.1 million, or 11.1 percent, and was offset by a $1.8 million increase in grovrth-related 
depreciation, amortization and property taxes and a $4.7 million increase in other operating expenses. In addition, a final order 
by the Florida PSC allowing us to retain TC JA tax savings associated with lower federal income tax rates resulted in the reversal, 
during the first quarter of 2019, of $1.3 million in reserves for customer refunds recorded in 2018.

Our net income for the quarter was impacted by an increase in interest charges of $2.0 million, compared to the same period in 
2018. The increase was attributable primarily to an increase of $980,000 in interest on higher levels of short-term borrowings, 
and an increase of $742,000 in interest on long-term debt, largely as a result of the issuance of the NYL Shelf Notes in May and 
November 2018 and term notes issued in December 2018 and January 2019 to finance the restoration of service to customers 
who lost service due to the impact of Hurricane Michael.

(in thousands except per share)
Business Segment:

Three Months Ended
_____March 31»_____  Increase

(decrease)2019 2018

Regulated Energy segment > 29,741 $ 26,711
■$;-

3,030
Unregulated Energy segment 15,127 13,684 1,443
Other businesses and eliminations (875) 11 ; (886)

Operating Income $ 43,993 $ 40,406 s 3,587
Other expense income (expense), net (45) 68 (113)
Interest charges 5,710 3,664 2,046
Pre-tax Income 38,238 36,810 1,428
Income taxes 9,574 9,955 (381)
Net Income $ 28,664 $ 26,855 s 1,809
Earnings Per Share of Common Stock

Basic $ 1.75 $ 1.64 $ 0.11
Diluted $ 1.74 $ 1.64 $ 0.10
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Key variances, between the first quarter of 2019 and the first quarter of 2018, included:

(in thousands, except per share data)
Pre-tax
Income

Net
Income

Earnings 
Per Share

First Quarter of 2018 Reported Results $ 36,810 $ 26,855 $ 1.64

Adjusting for Unusual Items:
Net impact of PESCO's MTM activity (5,591) (4,088) (0.24)
Impact ofweather on customer consumption - (2,523) (1,891) (0.12)
2018 retained tax savings for certain Florida natural gas operations 1,321 990 0.06

(6,793) (4,989) (0.30)

Increased (Decreased) Gross Mai^ins:
Absence of the 2018 Bomb Cyclone and capacity constraints cost for PESCO 5,545 4,157 0.25
Eastern Shore and.Peninsula Pipeline service expansions* 4,266 3,198 0.19
Margin contribution from Marlin Gas Services and Ohl (assets acquired in 
December 2018)* 2,805 2,103 0.13
Natural gas distribution - customer growfli (excluding service expansions) 1,451 1,088 0.06
Higher propane retail margins per gallon 1,259 944 0.06
Unregulated Eher^ customers'consumption growth 879 659 0.04
Aspire Energy rate increases 779 584 0.04
-Other margin for PESCO operations 731 548 0.03
Natural gas distribution - change in customer consumption (non-weather) (485) (364) (0.02)
Lower wholesale prop^e margins and sales (453) (340) (0.02)
Conversion of Sandpiper customers to natural gas 382 287 0.02
Florida GRIP* 223 167 0.01

17,382 13,031 0.79

Decreased (Increased) Other Operating Expenses:
Depreciation, asset removal and property tax costs due to growth investments (1,560) (1,169) (0.07)
Incentive compensation costs (based on timing and period-over-period 
results) (1,931) (1,448) (0.09)
Operating expenses for Marlin Gas Services and Ohl (assets acquired in 
December 2018) (1,157) X867) (0.05)
Benefits and other employee-related expenses (732) (549) (0.03)
Payroll expense (increased staffing and annual salaiy. increases) (673) (504) (0.03)
Operating expenses to support growth for PESCO (431) (323) (Q.02)

(6,484) (4,860) (0.29)

Interest charges (2,046) (1,534) (0.09)
Change in effective tax rate — 768 0.05
Net other changes (631) (607) (0.06)

(2,677) (1,373) (0.10)

First Quarter of 2019 Reported Results $ 38,238 $ 28,664 S 1.74
*See the Major Projects and Initiatives table.
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Summary of Key Factors

Recently Completed and Ongoing Major Projects and Initiatives
We constantly seek and develop additional projects and initiatives in order to increase shareholder value and serve our existing 
and new customers. The following table represents the major projects recently completed and currently underway. In the future, 
we will add new projects to this table as such projects are initiated.

Gross Margin for the Period
Three Months Ended Year Ended Estimate for

March 31, December 31, Fiscal
in thousands 2019 2018 2018 2019 2020
Florida GRIP''* $ 3465 $ 3,342 $ 13,323 $ 14,204 15,565

2017 Eastern Shore System Expansion Project - including interim 
services 4,800 2,263 9,238 16,183 15,799
Tax benefit retained by certain Florida entities'^* 2,115 — ' —' 3,199 ';'V

1,879

Northwest Florida Expansion 1407 — 3,485 6,500 6,500
Western Palm Beach County, Florida Expansion 161 54 605 , i 4,711
Marlin Gas Services 2429 — no 5,100 6,000
Ohl propane acquisition (rolled into Sharp) 476 — — 1,200 1,236

Dei-Mar Energy Pathway Project - including interim services 165 -- — 725 3,039

Total $ 14418 $ 5,605 $ 26,210 $ 47,716 1$ 54,729

(1) All periods shown have been adjusted to reflect the lower customer rates as a result of the TCJA. Lower customer rates are o&et by the corresponding 
decrease in federal income tax expense and have no negative impact on net income.
(2) The amount disclosed for the first quarter of 2019 includes tax savings of $1.3 million for the year ended December 31,2018, due to an order by the Florida 
PSC allowing reversal of a TCJA refimd reserve, recorded in 2018, which increased gross mai^in for the quarter by that amount.

Onsoing Growth Initiatives 

GRIP
Florida GRIP is a natural gas pipe replacement program approved by the Florida PSC that allows automatic recovery, through 
rates, of costs associated with the replacement of mains and services. Since the program's inception in August 2012, we have 
invested $ 131.4 million of capital expenditures to replace 268 miles of qualifying distribution mains, including $4.1 million during 
the first three months of 2019. GRIP generated additional gross maigin of $223,000 for the three months ended March 31,2019 
compared to the same period in 2018.
Major Projects and Initiatives Currently Underway 

2017 Eastern Shore System Expansion Project
Eastern Shore has substantially completed the construction of a system expansion project that has increased its capacity by 26 
percent. A few remaining segments are expected to be placed into service in various phases during the second quarter of 2019. 
The project generated $2.5 million in incremental gross margin during the three months ended March 31,2019, compared to the 
same period in 2018. The project is expected to produce gross margin of approximately $16.2 million this year; $15.8 million 
annually, through 2022; and $13.2 million annually thereafter.

Northwest Florida Expansion Project
In May 2018, Peninsula Pipeline completed construction of transmission lines, and our Florida natural gas division completed 
construction of lateral distribution lines, to serve customers in Northwest Florida. The project generated incremental gross margin 
of $1.3 million for the three months ended March 31,2019. The estimated annual gross margin from this project is $6.5 million, 
with the opportunity for additional margin as the remaining capacity is sold.
Western Palm Beach County Belvedere, Florida Project
Peninsula Pipeline is constructing fom transmission lines to bring natural gas to our distribution system in West Palm Beach, 
Florida. The first phase of this project was placed into service in December 2018 and generated $161,000 in additional gross 
margin for the three months ended March 31, 2019. We expect to complete the remainder of the project in phases through early 
2020, and we estimate that the project will generate gross margin of $605,000 in 2019 and approximately $4.7 million in future 
years once fully in service.
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Marlin Gas Services
In December 2018, Marlin Gas Services, our newly created subsidiary, acquired certain operating assets of Marlin Gas Transport, 
a supplier of mobile compressed natural gas utility and pipeline solutions. The acquisition will allow us to offer solutions to supply 
interruption scenarios and provide other unique applications where pipeline supplies are unavailable or inadequate to meet customer 
requirements. Marlin Gas Services generated $2.3 million of incremental gross margin for the three months ended March 31,2019. 
We estimate that this acquisition will generate additional annual gross margin of approximately $5.1 million in 2019 and S6.0 
million annually thereafter.

Ohl Propane Acquisition
In December 2018, Sharp acquired certain propane customers and operating assets of Ohl. Located between two of Sharp's existing 
districts, Ohl provided propane distribution service to approximately 2,500 residential and commercial customers in Pennsylvania. 
The customers and assets acquired from Ohl have been assimilated into Sharp. The operations acquired from Ohl generated 
$476,000 of incremental gross margin for the three months ended March 31,2019. We estimate that this acquisition will generate 
additional gross margin of approximately $1.2 million for Sharp in 2019, with the potential for additional growth in future years.

Del-Mar Energy Pathway Project
In September 2018, Eastern Shore filed for FERC authorization to construct the Del-Mar Energy Pathway project to provide an 
additional 14,300 dekatherms per day of capacity to four customers. The benefits of this project include additional natural gas 
transmission pipeline infrastructure in eastern Sussex County, Delaware, and the initial extension of Eastern Shore’s pipeline 
system into Somerset County, Maryland. Interim services in advance of this project generated $ 165,000 for the three months ended 
March 31, 2019. The estimated annual gross margin from this project is approximately $725,000 in 2019, $3.0 million in 2020, 
$4.6 million in 2021 and $5.1 million annually thereafter. Eastern Shore anticipates that this project will be fully in-service by 
mid-2021, contingent upon FERC issuing authorization for the project by August 2019.

Resulatorv Initiatives
Florida Tax Savings Related to TCJA
In the first quarter of 2019, the Florida PSC issued orders authorizing certain of our natural gas distribution operations to retain a 
portion of the tax savings associated with the lower federal tax rates resulting from the TCJA. We expect these savings to continue 
in future years.
Other major factors influencing gross margin 

Weather and Consumption
Weather conditions accounted for a $2.5 million decrease in gross margin during the first quarter of 2019 compared to the same 
period in 2018. While period-over-period heating degree-days ("HDD") were essentially flat on the Delmarva Peninsula, extreme 
conditions during the 2018 "Bomb Cyclone" drove weather-related consumption in the first quarter of 2018 compared to the same 
period in 2019. The decrease in consumption on the Delmarva Peninsula accounted for $1.1 million in lower first quarter 2019 
gross margin for the propane operations and $310,000 for the natural gas distribution operations. Weather in Florida was 
approximately 26 percent warmer in the first quarter of 2019, compared to the same period in 2018, and reduced consumption by 
propane, electric and natural gas distribution customers which resulted in decreased margin of approximately $951,000. The 
following table summarizes HDD and cooling degree-day (“CDD”) variances from the 10-year average HDD/CDD ("Normal") 
for the three months ended March 31, 2019 and 2018.
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Three Months Ended
March 31,

2019 2018
Delmarva

Actual HDD 2,322 2,295
10-Year Average HDD ("Normal") 2,362 2,354
Variance from Normal (40) (59)

Florida
Actual HDD 361 490
10-Year Average HDD ("Normal") 518 517
Variance from Normal : (157) . . (27)

Ohio
Actual HDD 2,996 2,991
10-Year Average HDD ("Normal") 3,045 3,069
Variance from Normal (49) (78)

Florida
Actual CDD 134 139
10-Year Average CDD ("Normal") 97 89
Variance from Normal 37 50

Variance

27
8

(129)
1

5
(24)

(5)
8

Natural Gas Distribution Margin Growth
New customer growth in the Company’s natural gas distribution operations generated $1.5 million of additional margin, which 
was partially offset by $485,000 in lower margin due to fewer volumes sold to commercial and industrial customers in Florida 
and at Sandpiper. The details for the three months ended March 31,2019 are provided in the following table:

(in thousands)
Customer Growth:

Residential
Commercial and industrial, excluding new service in Northwest Florida 
New service in Northwest Florida

Total Customer Growth
Non-Weather Change in Customer Consumption:

Residential
Commercial and industrial

Total Decline in Customer Consumption
Total (or net) Increase in Natural Gas Distribution Margin

Three Months Ended 
March 31,2019

$ 637
529
285

1,451

(89)
(396)

: (485)
$ 966

The additional margin from new customers reflects an increase of approximately 3.9 percent in the average number of residential 
customers served on the Delmarva Peninsula, approximately 3.2 percent growth in new residential customers served in Florida, 
new service to customers in Northwest Florida, as well as an increase in the number of commercial and industrial customers served.
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Propane Operations
Gross margin generatedby our propane operations increased by $305,000 during the three months ended March 31,2019, compared 
to the same period in 2018. The following table summarizes the year-over-year changes in gross margin for the propane business 
for the quarter ended March 31, 2019:

Three Months Ended 
March 31,2019

(1,307)
1,259

482
476

(453)
(152)
305

(in thousands)
Decrease in customer consumption due to wanner weather 
Increased retail margins per gallon
Customer growth, increased sales volumes (non-weather-related) and other factors 
Ohl acquisition (assets acquired in December 2018)
Lower wholesale propane margins and sales 
Other
2019 Change in gross margin by our propane operations 

Aspire Energy

Gross maitgin generated by Aspire Energy increased by $796,000 during the three months ended March 31,2019, compared to 
the same period in 2018. The increase reflects $779,000 of rate increases and $397,000 of consumption growth, offset by a 
$380,000 decrease in gross margin due to various factors.

PESCO

PESCO’s gross margin for the three months ended March 31,2019 was higher by $685,000 compared to the same period in 2018. 
The following table summarizes the changes in PESCO’s quarter-over-quarter margin for the three months ended March 31,2019:

Three Months Ended
(in thousands) March 31,2019
Net impact ofPESCO'sMTM activity -
Net impact of extraordinary costs associated with the 2018 Bomb Cyclone for the Mid-Atlantic 
wholesale portfolio
Mid-Atlantic retail portfolio loss due to pipeline capacity constraints in the first quarter of 2018 
Other margin for PESCO operations (net)
2019 Change in PESCO gross margin

The 2018 Bomb Cyclone refers to the high-intensity winter storms in early January 2018 that impacted the Mid-Atlantic region and had a residual impact on 
our businesses through the month of February 2018. The exceedingly high demand and associated impacts on pipeline capacity and gas supply in the Mid-Atlantic 
region created significant, unusual costs for PESCO. While such concerted impacts are not expeaed to occur frequently, our man^ement revisited and refined 
its risk management strategies and implemented additional controls.

PESCO generated an operating loss of $510,000 for the three months ended March 31, 2019, compared to an operating loss of 
$764,000 during the prior year period. The improvement in the quarter-over-quarter results reflects higher gross margin growth, 
partially offset by a $431,000 increase in operating expenses for increased staffing, infrastructure and risk management system 
resources to support continued execution of PESCO's growth strategy.

Impact of Hurricane Michael
In October 2018, Hurricane Michael passed through FPU's electric distribution operation's service territory in Northwest Florida. 
The hurricane caused widespread and severe damage to FPU's infrastructure, resulting in 100 percent of its Northwest Florida 
customers losing electrical service. FPU, after exerting extraordinary hurricane restoration efforts, restored service to those 
customers who were able to accept it. Through March 31, 2019, FPU has spent approximately $65.0 million to restore service, 
which has been recorded as new plant and equipment or charged against FPU’s accumulated depreciation and storm reserve. In 
conjunction with the hurricane-related expenditures, we executed two 13-month unsecured tenn loans as temporary financing, 
each in the amount of $30.0 million. The interest cost associated with these loans is LIBOR plus 75 basis points. One term loan 
was executed in December 2018; the other was executed in January 2019. The storm did not have a material impact on the margin 
from these operations, as services were restored to a majority of our customers. Pending the outcome of the regulatory filings 
associated with the storm, our results for the first quarter included higher interest expense of $435,000, or $326,000 on an after
tax basis, associated with the intermediate term loans discussed above. We are in the process of preparing the necessary regulatory 
filings to seek recovery of the costs incurred, including the associated interest costs.

$ (5,591)

3,284
2,261

731
$ 685
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Regulated Energy Segment

For the quarter ended March 31,2019, compared to the quarter ended March 31,2018:

Three Months Ended 
March 31, Increase

(in thousands)
Revenue 
Cost of sales 
Gross margin 
Operations & maintenance 
Depreciation & amortization 
Other taxes
Other operating expenses 
Operating income

2019 2018 (decrease)

$ 103,618 $ 109,393 $ m (5,775)
36,516 48,231 (11,715)
67,102 61,162 ;! 5,940
24,548 23,147 1,401

8,446 7,516 930
4,367 3,788 579

37,361 34,451 ;i 2,910
$ 29,741 $ 26,711 $ 3,030

Operating income for the Regulated Energy segment for the three months ended March 31,2019 was $29.7 million, an increase 
of $3.0 million compared to the same period in 2018. The increased operating income resulted from increased gross margin of 
$5.9 million, offset by $1.5 million in higher depreciation and taxes and a $1.4 million increase in operating expenses. On February 
25,2019, the Florida PSC issued a final order regarding the treatment of TC JA impact, allowing us to retain the savings associated 
with lower federal tax rates for certain of our natural gas distribution operations. As a result, $ 1.3 million in reserves for customer 
refunds, recorded in 2018, were reversed in 2019. Excluding the impact of the reversal, gross margin and operating income for 
the three months ended March 31, 2019 increased by $4.6 million and $1.7 million, or 7.6 percent and 6.4 percent, respectively.

Gross Margin
Items contributing to the quarter-over-quarter increase in gross margin are listed in the following table:

(in thousands)
Eastern Shore and Peninsula Pipeline service expansions 
Natural gas distribution - customer growth (excluding service expansions) 
2018 retained tax savings for certain Florida natural gas distribution operations 
Impact of weather on customer consumption (primarily in Florida)
Natural gas distribution - change in customer consumption (non-weather) 
Conversion of Sandpiper customers to natural gas 
Florida GRIP
Other immaterial variances
Quarter-over-quarter increase in gross maigin

Margin Impact
$ 4,266

1,451
1,321

(1.093)
(485)
382

. . 223
(125)

.s :: 5,940

The following is a narrative discussion of the significant items in the foregoing table, which we believe is necessary to understand 
the information disclosed in the table.

Eastern Shore and Peninsula Pipeline Service Expansions
We generated additional gross margin of $4.3 million, primarily from the following natural gas service expansions:

♦ $2.5 million from Eastern Shore's services in conjunction with its 2017 Expansion Project.
♦ $1.5 million generated by Peninsula Pipeline from the Belvedere Pipeline and Northwest Pipeline Expansion Projects. 

Natural Gas Customer Growth
We generated additional gross margin of $1.5 million from natural gas customer growth. Gross margin increased by $748,000 in 
Florida and $703,000 on the Delmarva Peninsula.

2018 retained tax savings for Florida natural gas operations
We generated additional gross margin of $1.3 million, due to a final order from the Florida PSC allowing us to retain the tax 
savings associated with TCJA. Pursuant to the order, refund reserves recorded by our Florida natural gas businesses in 2018, were 
reversed in 2019. See Note 4, Rates and Other Regulatory Activities, for additional information.
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Impact of Weather on Customer Consumption
Gross margin decreased by $ 1.1 million, as weather in Florida was approximately 26 percent warmer in the first quarter of 2019, 
compared to the same period in 2018. This reduced consumption by Florida electric and natural gas distribution customers, 
decreasing gross margin by approximately $784,000. Our Delmarva natural gas operations experienced a decrease in margin of 
$310,000, reflecting Ae absence, during the first quarter of 2019, of the much higher consumption experienced during the first 
quarter of 2018 due to the extreme Bomb Cyclone weather conditions.

Consumption Changes (non-weathsr)
Gross margin decreased by $485,000 due to non-weather-related decreases in customer sales volumes in Florida and on the 
Delmarva Peninsula.

Sandpiper's margin from natural gas conversions
Gross margin increased by $382,000, due primarily to continuing conversion of the Sandpiper system from propane service to 
natural gas service.

Florida GRIP
Continued investment in the Florida GRIP generated additional gross margin of $223,000 for the three months ended March 31, 
2019, compared to the same period in 2018.

Other Ooeratim Expenses
Items contributing to the quarter-over-quarter increase in operating expenses are listed in the following table;

(in thousands)
Other Operating 

Expenses
Depreciation, amortization and property taxes primarily associated with recent growth projects $ 1,375
Incentive compensation costs (based on timing and period-over-period results) 653
Outside services, facilities Jttid maintenance costs (609)
Payroll expense (increased staffing and annual salary increases) 608
Benefits and other employee-related expenses^*^ 551
Other immaterial variances 332
Quarter-over-quarter increase in other operating expenses $ 2,910

Since we self-insure for healthcare costs, benefits costs fluctuate depending upon filed claims.

Unregulated Energy Segment

For the quarter ended March 31,2019, compared to the quarter ended March 31,2018:

(in thousands)
Revenue 
Cost of sales 
Gross margin 
Operations & maintenance 
Depreciation & amortization 
Other taxes
Total operating expenses 
Operating income

Three Months Ended 
March 31, Increase

2019 2018 (decrease)

$ 138,102 $ 145,367 $ (7,265)
103,700 115,066 (11,366)
34,402 30,301 4,101
15,555 13,359 2,196
2,611 2,167 444
1,109 1,091 18

19,275 16,617 2,658
S 15,127 $ 13,684 $ 1,443
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The Unregulated Energy segment had operating income of $15.1 million and $13.7 million for the three months ended March 31, 
2019 and 2018, respectively. The increased operating income of approximately $ 1.4 million was due to an increase in gross margin 
of $4.1 million, partially offset by a $2.7 million increase in operating expenses.

Unresulated Energy, excluding PESCO

Increase
For the Three Months Ended March 31.
(in thousands)

2019 2018 (decrease)

Gross margin $ 32,542 $ 29,126 $;i 3,416
Depreciation, amortization and property taxes 2,792 2,357 435
Other operating expenses 14,113 12,321 1,792.
Operating Income $ 15,637 $ 14,448 $ 1,189

Gross Margin

Items contributing to the quarter-over-quarter increase in gross margin are listed in the following table: 

(in thousands)
Marlin Gas Services (acquired assets of Marlin Gas Transport in December 2018)
Propane Operations

Decrease in weather-related customer consumption due to the absence of the 2018 Bomb Cyclone 
Increased retail margins per gallon
Customer ^owth, increased sales volumes (non-weather-related) and other factors 
Ohl acquisition (assets acquired in December 2018)
Lower wholesale propane margins and sales 

Aspire Energy 
Rate increases
Increased customer consumption

Other immaterial variances ~ :
Quarter-over-quarter increase in gross margin

Margin Impact
$ L 2,329

= r (1,307)

1,259
482
476

(453)

779
397

. . . ■

il (546)
$ 3,416

The following is a narrative discussion of the significant items in the foregoing table, which we believe is necessary to understand 
the information disclosed in the table.

Marlin Gas Services
Gross margin increased by $2.3 million as a result of the acquisition of certain assets of Marlin Gas Transport in December 2018. 

Propane Operations - Decreased Customer Consumption - (Weather)
While HDDs were essentially flat period-over-period on the Delmarva Peninsula, extreme conditions during the January 2018 
"Bomb Cyclone" drove weather-related consumption in the first quarter of 2018 compared to the same period in 2019, and which 
reduced gross margin by $1.1 million for the Delmarva propane operations. Weather in Florida was approximately 26 percent 
warmer in the first quarter of 2019 reducing consumption by propane distribution customers and decreasing gross margin by 
approximately $167,000, compared to the same period in 2018.

Propane Operations - Increased Retail Margins Per Gallon
Gross margin increased by $1.3 million, due to lower propane costs during the first quarter of 2019, compared to the same period 
in 2018. Our retail pricing strategy, guided by local market conditions, further increased margins in the first quarter of2019. These 
market conditions, which include competition with other propane suppliers, as well as the availability and price of alternative 
energy sources, may fluctuate based on changes in demand, supply and other energy commodity prices.

Aspire Energy - Increased Margin Driven by Changes in Rates
Gross margin increased by $779,000, due primarily to changes in customer rates on various dates during 2018.

Aspire Ener^ - Increased Margin Driven by Growth in Customer Consumption
Gross margin increased by $397,000, due to an increase in customer consumption during the first quarter of 2019, compared to 
the same period in 2018.
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Propane Operations - Increased Margin Driven by Growth and Other Factors
Gross margin increased by $482,000, due to increased propane sales as a result of customer growth and other factors in Florida 
and the Mid-Atlantic region.

Propane Operations - Ohl Acquisition
Gross margin increased by $476,000 as a result of the acquisition of R.F. Ohl in December 2018, which was rolled into Sharp. 

Wholesale Propane Margins
Gross margin decreased by $453,000 in 2019 due to a lower margin per gallon and a decrease in volumes delivered for the Mid- 
Atlantic propane operations.

Other Operatins Expenses
Other operating expenses increased by $2.2 million in the first quarter of 2019. The significant components of the increase in 
other operating expenses included:

(in thousands)
Other Operating 

Expenses
Operating expenses associated with operating Marlin Gas Services and Ohl (Asset acquisitions in 
December 2018) $ 1,157
Incentive compensation costs (based on timing and period-over-period results) 466
Outside services and facilities maintenance costs 286
Depreciation, asset removal and property tax costs due to new capital investments 187
Benefits and other employee-related expenses^^^ 133
Other immaterial variances (2)
Quarter-over-quarter increase in other operating expenses $ 2,227

(1) Since the Company self-insures for healthcare costs, benefits costs fluctuate depending upon filed claims.

PESCO

For the Three Months Ended March 31, 2019 2018
Increase

(decrease)
(in thousands)
Gross margin $ 1,860 $ 1,175 $ 685
Depreciation, amortization and property taxes 147 148 (1)
Other operating expenses 2,223 1,791 432
Operating Income $ (510) $ (764) $ 254

For the three months ended March 31,2019, PESCO's gross margin increased by $685,000 compared to the same period in 2018. 
Higher gross margin from PESCO for the three months ended March 31,2019 resulted from the following:

(in thousands)
Net impact of PESCO's MTM activity

Net impact of extraordinary costs associated with the 2018 Bomb Cyclone for the Mid-Atlantic wholesale portfolio 
Mid-Atlantic retail portfolio loss due to pipeline capacity constraints in the first quarter of 2018 
Other margin for PESCO operations (net)
Quarter-over-quarter increase in gross margin for PESCO

(1)

Margin
Impact

$ (5,591)

3,284

2,261
731

$ 685

The 2018 Bomb Cyclone refers to the high-intensity winter storms in early January 2018 that impacted the Mid-Atlantic region and had a residual impact on 
our businesses throu^ the month of February. The exceedingly high demand mid associated impacts on pipeline capacity and gas supply in the Mid-Atlantic 
region created significant, unusual costs for PESCO. While such concerted impacts are not expected to occur frequently, our management revisited and refined 
its risk man^ement strategies and implemented additional controls.
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Operating expenses increased by $432,000, reflecting increased staffing, infrastructure and risk management systems necessary 
to support growth. Overall, PESCO’s quarter-over-quarter performance improved by $254,000.

OTHER INCOME (EXPENSE), NET

For the quarter ended March 31,2019 compared to the quarter ended March 31,2018
Other income (expense), net, which includes non-operating investment income (expense), interest income, late fees charged to 
customers, gains or losses from the sale of assets and pension and other benefits expense, decreased by $113,000 in the first quarter 
of 2019, compared to the same period in 2018.

INTEREST CHARGES

For the quarter ended March 31,2019 compared to the quarter ended March 31,2018
Interest charges for the three months ended March 31, 2019 increased by $2.0 million, compared to the same period in 2018, 
attributable primarily to an increase of $980,000 in interest on higher levels of short-term borrowings, and an increase of $742,000 
in interest on long-term debt, largely as a result of the issuance of the NYL Shelf Notes in May and November 2018 and term 
notes issued in December 2018 and January 2019 to finance the restoration of service to customers who lost service due to the 
impact of Hurricane Michael.

INCOME TAXES

For the quarter ended March 31, 2019 compared to the quarter ended March 31,2018
Income tax expense was $9.6 million for the three months ended March 31,2019, compared to $10.0 million in the same period 
in 2018. The decrease in income tax expense was attributed to tihe amortization of deferred taxes gross up associated with TCJA. 
Our effective income tax rate was 25.0 percent and 27.0 percent, for the three months ended March 31,2019 and 2018, respectively.
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Financial position, Liquidity and Capital Resources

Our capital requirements reflect the capital-intensive and seasonal nature of our business and are principally attributable to 
investment in new plant and equipment, retirement of outstanding debt and seasonal variability in working capital. We rely on 
cash generated from operations, short-term borrowings, and other sources to meet normal working capital requirements and to 
temporarily finance capital expenditures. We may also issue long-term debt and equity to fund capital expenditures and to more 
closely align our capital structure with our target capital structure.

Our energy businesses are weather-sensitive and seasonal. We normally generate a large portion.^of our annual net income and 
subsequent increases in our accounts receivable in the first and fourth quarters of each year due to significant volumes of natural 
gas, electricity, and propane delivered by our distribution operations, and our natural gas gathering and processing operation to 
customers during the peak heating season. In addition, our natural gas and propane inventories, which usually peak in the fall 
months, are largely drawn down in the heating season and provide a source of cash as the inventory is used to satisfy winter sales 
demand.

Capital expenditures for investments in new or acquired plant and equipment are our largest capital requirements. Our capital 
expenditures were $33.8 million for the three months ended March 31,2019.

The following table shows the 2019 capital expenditure budget of $168.2 million by segment and by business line:

2019
(dollars in thousands)
Regulated Energy:

Natural gas distribution $ 64,143
Natural gas transmission 66,787
Electric distribution 5,949

Total Regulated Energy 136,879
Unregulated Energy:

Propane distribution 11,870
Energy transmission 8,345
Other imregulated energy 1,416

Total Unregulated Energy 21,631
Other:

Corporate and other businesses 9,705
Total Other 9,705

Total 2019 Budgeted Capital Expenditures $ 168,215

The 2019 budget, excluding acquisitions, includes: Eastern Shore's 2017 Expansion Project and Del-Mar Energy Pathway Project, 
Florida's Palm Beach County Western Expansion and other potential pipeline projects, continued expenditures under Florida GRIP, 
further expansions of our natural gas distribution and transmission systems, continued natural gas infrastructure improvement 
activities, information technology systems, new buildings and facilities, and other strategic initiatives and investments.

The capital expenditure projection is subject to continuous review and modification. Actual capital requirements may vary from 
the above estimates due to a number of factors, including changing economic conditions, customer growth in existing areas, 
regulation, new growth or acquisition opportunities and availability of capital. Historically, actual capital expenditures have 
typically lagged behind the budgeted amounts.

The timing of capital expenditures can vary based on delays in regulatory approvals, securing environmental approvals and other 
permits. The regulatory application and approval process has lengthened in the past few years, and we expect this drend to continue.
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Capital Structure
We are committed to maintaining a sound capital structure and strong credit ratings to provide the financial flexibility needed to 
access capital markets when required. This commitment, along with adequate and timely rate relief for our regulated energy 
operations, is intended to ensure our ability to attract capital from outside sources at a reasonable cost, which will benefit our 
customers, creditors, employees and stockholders.
The following table presents our capitalization, excluding and including short-term borrowings, as of March 31, 2019 and 
December 31,2018:

March 31, 2019 December 31,2018
(in thousands)
Long-term debt, net of current maturities $ 285,998 34% $ 316,020: 38%
Stockholders’ equity 543,659 66% 518,439 62%
Total capitalization, excluding short-term debt $ 829,657 100% $ 834,459h 100%

March 31,2019 December 31, 2018
(in thousands)
Short-term debt $ 276,393 24% $ 294,458 26%
Long-term debt, including current maturities 357,507 30% 327,955 29%
Stockholders’ equity 543,659 46% 518,43Sfi. 45%
Total capitalization, including short-term debt $ 1,177,559 100% $ 1,140,852 100%

Included in the long-term debt balances at March 31,2019 and December 31,2018, were finance lease obligations for Sandpiper 
and Sharp. Sandpiper entered into a capacity, supply and operating agreement which expires in May 2019. The capacity portion 
of this agreement is accounted for as a finance lease. At March 31, 2019 and December 31,2018, the remaining balance of 
$249,000 and $620,000, respectively, was included in current maturities.
Sharp had previously entered into an agreement to rent property in Anne Arundel County, Maryland, which it subsequently acquired 
in April 2019 (at March 31,2019, $660,000 of current maturities and at December 31, 2018, $690,000 of current maturities).
Our target ratio of equity to total capitalization, including short-term borrowings, is between 50 and 60 percent. Including the 
funds expended specifically related to the impact of Hurricane Michael, our equity to total capitalization ratio, including short
term borrowings, was 46.0 percent as of March 31,2019. Excluding the funds expended for Hurricane Michael restoration activities, 
our equity to total capitalization ratio, including short-term borrowings, would have been approximately 49 percent. The Company 
seeks to align permanent financing with the in-service dates of its capital projects. The Company may utilize more temporary 
short-term debt when the financing cost is attractive as a bridge to the permanent long-term financing.

Term Notes
In December 2018, we issued a $30.0 million unsecured term note through PNC Bank N.A. with maturity of January 21, 2020. 
The interest rate at March 31,2019 and December 31,2018 was 3.24% and 3.23%, respectively, which equals one month LIBOR 
rate plus 75 basis points. In January 2019, we issued a $30.0 million unsecured term note through Branch Banking and Trust 
Company, with maturity of February 28, 2020. The interest rate at March 31,2019 was 3.24% which equals one month LIBOR 
rate plus 75 basis points. These term notes totaling $60.0 million are included in the current maturities of long-term debt as of 
March 31,2019.

Shelf Agreements
We have entered into Shelf Agreements with Prudential, MetLife and NYL who are under no obligation to purchase any unsecured 
debt. The proceeds received from the issuances of these shelf notes was used to reduce borrowings under the Revolver and/or 
lines of credit and/or to fund capital expenditures. We entered into the Prudential Shelf Agreement, totaling $150.0 million, in 
October 2015, and we issued $70.0 million of 3.25% unsecured debt in April 2017. The Prudential Shelf Agreement was then 
amended in September 2018 to increase the borrowing capacity back up to $150.0 million, and Prudential accepted our request 
to purchase our unsecured debt of $100.0 million at an interest rate of 3.98% on or before August 20, 2019. We entered into the 
NYL Shelf Agreement, totalingSlOO.O million, in March 2017, and we issued unsecured debt totaling $100.0 million during 2018. 
The NYL Shelf Agreement was amended in November 2018 to add incremental borrowing capacity of $50.0 million. As of March 
31,2019, we had not requested that MetLife purchase unsecured senior debt under the MetLife Shelf Agreement, which we entered 
into in March 2017, The following table summarizes our shelf agreements borrowing information at March 31,2019:
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Total
Borrowing
Capacity

Less: Amount 
of Debt 
Issued

' Less: 
Unfunded 

Commitments

Remaining
Borrowing
Capacity

(in thousands)
Shelf Agreement
Prudential Shelf Agreement $ 220,000 $ (70,000) $ (100,000) $ 50,000
MetLife Shelf Agreement 150,000 — — 150,000
NYL Shelf Agreement 150,000 (100,000) — 50,000
Total $ 520,000 $ (170,000) $ (100,000) $ 250,000

The Shelf Agreements or Shelf Notes set forth certain business covenants to which we are subject when any note is outstanding, 
including covenants that limit or restrict our ability, and the ability of our subsidiaries, to incur indebtedness, or place or permit 
liens and encumbrances on any of our property or the property of our subsidiaries.
Short-term Borrowings
Our outstanding short-term borrowings at March 31, 2019 and December 31, 2018 were $276.4 million and $294.5 million at 
weighted average interest rates of 3.75 percent and 3.44 percent, respectively. Our current short-term borrowing limit, authorized 
by our Board of Directors, is $370.0 million.

We utilize bank lines of credit to provide funds for our short-term cash needs to meet seasonal working capital requirements and 
to temporarily flmd portions of the capital expenditure program. As of March 31,2019, we had five unsecured bank credit facilities 
with four financial institutions totaling $220.0 million in available credit. In addition, we have a $150.0 million Revolver under 
which borrowings can be designated as short-term debt. The terms of the Revolver are further described below. None of the 
unsecured bank lines of credit requires compensating balances.

The $ 150.0 million Revolver is available through October 8,2020 and is subject to the terms and conditions set forth in the credit 
agreement among us and the lenders related to the Revolver ("Credit Agreement"). Borrowings under the Revolver will be used 
for general corporate purposes, including repayments of short-term borrowings, working capital requirements and capital 
expenditures. Borrowings under the Revolver will bear interest at: (i) the LIBOR Rate plus an applicable mai^in of 1.25 percent 
or less, with such margin based on total indebtedness as a percentage of total capitalization, both as defined by the Credit Agreement, 
or (ii) the base rate plus 0.25 percent or less. Interest is payable quarterly, and the Revolver is subject to a commitment fee on the 
unused portion of the facility. We have the right, under certain circumstances, to extend the expiration date for up to two years on 
any anniversary date of the Revolver, with such extension subject to the lenders' approval. We may also request the lenders to 
increase the Revolver to $200.0 million, with any increase at the sole discretion of each lender.

Cash Flows
The following table provides a summary of our operating, investing and financing cash flows for the three months ended March 
3I,2019and 2018:

(in thousands)
Net cash provided by (used in):

Operating activities 
Investing activities 
Financing activities

Net increase in cash and cash equivalents 
Cash and cash equivalents—beginning of period 
Cash and cash equivalents—end of period

Three Months Ended 
March 31,

2019 2018

$ 40,486 $ 66,672
(43,369) (62,971)

4,769 (3,319)
1,886 382
6,089 5,614

$ 7,975 $ 5,996
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Cash Flows Provided By Operating Activities
Changes in our cash flows from operating activities are attributable primarily to changes in net income, adjusted for non-cash 
items such as depreciation and changes in deferred income taxes, and working capital. Changes in working capital are determined 
by a variety of factors, including weather, the prices of natural gas, electricity and propane, the timing of customer collections, 
payments for purchases of natural gas, electricity and propane, and deferred fuel cost recoveries.
During the three months ended March 31,2019 and 2018, net cash provided by operating activities was $40.5 million and $66.7 
million, respectively, resulting in a decrease in cash flows of $26.2 million. Significant operating activities generating the cash 
flows change were as follows:

* Changes in net accounts receivable and accrued revenue and accounts payable and accrued liabilities decreased cash 
flows by $9.4 million, due primarily to the timing and receipt of payments.

♦ Changes in net regulatory assets and liabilities decreased cash flows by $8.4 million, due primarily to the change in fuel 
costs collected through the various cost recovery mechanisms.

• Net cash flows from changes in propane inventory, storage gas and other inventories decreased by approximately $5.2 
million due primarily to lower levels of our inventory during 2018.

• Net income, adjusted for reconciling activities, decreased cash flows by $5.4 million, primarily due to the absence of 
deferred tax assets pertaining to the availability and utilization of bonus depreciation during 2018, offset by an increase 
in net income and higher non-cash adjustments for depreciation and amortization related to increased investing activities.

Cash Flows Used in Investing Activities
Net cash used in investing activities totaled $43.4 million and $63.0 million during the three months ended March 31,2019 and 
2018, respectively, resulting in an increase in cash of $19.6 million. Cash paid for capital expenditures decreased by $19.9 million 
to $43.2 million for the first three months of 2019, compared to $63.1 million for the same period in 2018.

Cash Flows Provided by Financing Activities
Net cash provided by financing activities totaled $4.8 million during the three months ended March 31, 2019 compared to net 
cash of $3.3 million used in financing activities during the prior year period resulting in an increase in cash flows of $8.1 million. 
The increase in net cash provided by financing activities resulted primarily from the following:

• Increased cash flows of $5.0 million as a result of $30.0 million in proceeds from a term note issued in January 2019. 
During the three months ended March 31, 2018, we received $25.0 million in proceeds from the Revolver, which was 
advanced on a long-term basis.

♦ Increased cash flows from lower repayments of short-term borrowing of $6.1 million under our line of credit arrangements.
• Decreased cash flows of $2.3 million as a result of changes in cash overdrafts and;
♦ Cash dividends of $5.9 million paid during the three months ended March 31, 2019, compared to $5.1 million for the 

three months ended March 31,2018.

Ofr'-Balance Sheet Arrangements

We have issued corporate guarantees to certain vendors of our subsidiaries that provide for the payment of propane and natural 
gas purchases in the event of the subsidiary’s default. The liabilities for these purchases are recorded in our financial statements 
when incurred. The aggregate amount guaranteed at March 31,2019 was $77.3 million, with the guarantees expiring on various 
dates through December 2020.

We have issued letters of credit totaling $7.0 million related to the electric transmission services for FPU's northwest electric 
division, the firm transportation service agreement between TETLP and our Delaware and Maryland divisions, and to our current 
and previous primary insurance carriem with expiration dates extending through March 2020. There were no draws on these letters 
of credit as of March 31, 2019. We do not anticipate that the letters of credit will be drawn upon by the counterparties, and we 
expect that the letters of credit will be renewed to the extent necessary in the future. Additional information is presented in Note 
6, Other Commitments and Contingencies in the condensed consolidated financial statements.
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Contractual Obligations
There has been no material change in the contractual obligations presented in our 2018 Annual Report on Form 10-K, except for 
long-term debt and commodity purchase obligations entered into in the ordinary course of our business. The following table 
summarizes long-term debt and commodity purchase contract obligations at March 31,2019:

Payments Due by Period

(w thousands)
Long-term debt
Purchase obligations - Commodity
Total

Less than 1 year 1 - 3 years 3 - 5 years
More than 5 

years Total

$ 70,600 $ 29,200 $ 45,700 $ 211,700 $ 357,200
112,947 34,384 13,483 11,762 172,576

$ 183,547 $ 63,584 $ 59,183 $ 223,462 $ 529,776

Excludes finance lease obligation, debt issuance costs and an unaraortized discount of $307,000.
In addition to the obligations noted above, we have agreements with commodity suppliers that have provisions with no minimum purchase requirements- There 

are no monetary penalties for reducing the amounts purchased; however, the propane contracts allow the suppliers to reduce the amounts available in the winter 
season if we do not purchase specified amounts during the summer season. Under these contracts, the commodity prices will fluctuate as market prices fluctuate.

Rates and Regulatory Matters
Our natural gas distribution operations in Delaware, Maryland and Florida and electric distribution operation in Florida are subject 
to regulation by the respective state PSC; Eastern Shore is subject to regulation by the FERC; and Peninsula Pipeline is subject 
to regulation by the Florida PSC. At March 31,2019, we were involved in regulatory matters in each of the jurisdictions in which 
we operate. Our significant regulatory matters are fiilly described in Note 4, Rates and Other Regulatory Activities, to the condensed 
consolidated financial statements in this Quarterly Report on Form 10-Q.
Recent Authoritative Pronouncements on Financial Reporting and Accounting
Recent accounting developments applicable to us and their impact on our financial position, results of operations and cash flows 
are described in Note 1, Summary of Accounting Policies, to the condensed consolidated financial statements in this Quarterly 
Report on Form 10-Q.

Item 3. Quantitative and Qualitative Disclosures about Market Risk 

Interest Rate Risk

Long-term debt is subject to potential losses based on changes in interest rates. Our long-term debt at March 31, 2019, consists 
of fixed-rate Senior Notes and $8.0 million of fixed-rate secured debt. We evaluate whetherto refinance existing debt orpermanently 
refinance existing short-term borrowings based in part on the fluctuation in interest rates. Additional information about our long
term debt is disclosed in Note 14, Long-term Debt, in the condensed consolidated financial statements.

Commodity Price Risk 

Regulated Energy Segment
We have entered into agreements with various wholesale suppliers to purchase natural gas and electricity for resale to our customers. 
Our regulated energy distribution businesses that sell natural gas or electricity to end-use customers have fuel cost recovery 
mechanisms authorized by the PSCs that allow us to recover all of the costs prudently incurred in purchasing natural gas and 
electricity for our customers. Therefore, our regulated energy distribution operations have limited commodity price risk exposure.

Unregulated Energy Segment
Our propane operations are exposed to commodity price risk as a result of the competitive nature of retail pricing offered to our 
customers. In order to mitigate this risk, we utilize propane storage activities and forward contracts for supply.
We can store up to approximately 7 million gallons of propane (including leased storage and rail cars) during the winter season 
to meet our customers’ peak requirements and to serve metered customers. Decreases in the wholesale price of propane may cause 
the value of stored propane to decline, particularly if we utilize fixed price forward contracts for supply. To mitigate the risk of 
propane commodity price fluctuations on the inventory valuation, we have adopted a Risk Management Policy that allows our 
propane distribution operation to enter into fair value hedges, cash flow hedges or other economic hedges of our inventory.
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Aspire Energy is exposed to commodity price risk, primarily during the winter season, to the extent we are not successful in 
balancing our natural gas purchases and sales and have to secure natural gas from alternative sources at higher spot prices. In order 
to mitigate this risk, we procure firm capacity that meets our estimated volume requirements and we continue to seek out new 
producers in order to fulfill our natural gas purchase requirements.

PESCO is a party to natural gas swap and futures contracts, which provide us the right to purchase natural gas at a fixed price at 
future dates. Upon expiration, the contracts can be settled financially without taking delivery of natural gas, or PESCO can procure 
natural gas and deliver it to its customers. PESCO is subject to commodity price risk on its open positions to the extent that market 
prices for natural gas liquids and natural gas deviate from fixed contract settlement prices. Market risk associated with the trading 
of futures and forward contracts is monitored daily for compliance with our Risk Management Policy, which includes volumetric 
limits for open positions. To manage exposures to changing market prices, open positions are marked up or down to market prices 
and reviewed daily by our oversight officials. In addition, the Risk Management Committee reviews periodic reports on markets, 
approves any exceptions to the Risk Management Policy (within limits established by the Board of Directors) and authorizes the 
use of any new types of contracts.

The following table reflects the changes in the fairmarket value of financial derivatives contracts related to natural gas and propane 
purchases and sales from December 31,2018 to March 31,2019:

(in thousands)
Balance at 

Decern ber31,2018

Increase
(Decrease) in Fair 

Market Value
Less Amounts 

Settled
Balance at 

March 31,2019
PESCO $ ;^ (i84) $ 3,807 1 ^(617) $ i: 3,006

Sharp (1,522) 354 585 (583)
Total $ . (1,706) $ 4,161 $, (32) $ . 2,423

Tbere were no changes in methods of valuations during the three months ended March 31,2019.

The following is a summary of fairmarket value of financial derivatives as of March 31,2019, by method of valuation and by 
maturity for each fiscal year period.

(in thousands)
Price based on ICE - PESCO 
Price based on Mont Belvieu - Sharp 
Total

2019 2020 2021 2022 Total Fair Value
$ . 18 ,

’

O
• P—

1

$ 848 $ 49 $. .. ; , 3,006
(386) (161) (36) - (583)

$ (368) $ 1,930 $ 812 $ 49 ,$ ■ r 2,423

Wholesale Credit Risk

The Risk Management Committee reviews credit risks associated with counterparties to commodity derivative contracts prior 
to such contracts being approved.

Additional information about our derivative instruments is disclosed in Note 12, Derivative Instruments, in the condensed 
consolidated financial statements.

Inflation

Inflation affects the cost of supply, labor, products and services required for operations, maintenance and capital improvements. 
To help cope with the effects of inflation on our capital investments and returns, we periodically seek rate increases from regulatory 
commissions for our regulated operations and closely monitor the returns of our unregulated energy business operations. To 
compensate for fluctuations in propane gas prices, we adjust propane sales prices to the extent allowed by the market.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

The Chief Executive Officer and Chief Financial Officer of Chesapeake Utilities, with the participation of other Company officials, 
have evaluated our “disclosure controls and procedures” (as such term is defined under Rules 13a-15(e) and 15d-15(e), promulgated 
under the Securities Exchange Act of 1934, as amended) as of March 31,2019. Based upon their evaluation, the Chief Executive 
Officer and Chief Financial Officer concluded that our disclosure controls and procedures were effective as of March 31,2019.
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Changes in Internal Control over Financial Reporting
Beginning January 1, 2019, we adopted ASU 2016-02, Leases. The impacts of the adoption are discussed in detail in Note 1, 
Summary of Accounting Policies, and Note 15, Leases, in the notes to the condensed consolidated financial statements within this 
Form 10-Q. In conjunction with this adoption, we implemented changes to our controls related to leases, which were not material 
to our internal controls over financial reporting. These included the development of new policies for the identification of leases 
and other ongoing monitoring activities. These controls were designed to provide assurance, at a reasonable level, of the fair 
presentation of our condensed consolidated financial statements and related disclosures. During the quarter ended March 31,2019, 
there was no change in our internal control over financial reporting that has materially affected, or is reasonably likely to materially 
affect, our internal control over financial reporting.
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PART n—OTHER INFORMATION

Item 1. Legal Proceedings
As disclosed in Note 6, Other Commitments and Contingencies, of the condensed consolidated financial statements in 
this Quarterly Report on Form 10-Q, we are involved in certain legal actions and claims arising in the normal course of 
business. We are also involved in certain legal and administrative proceedings before various governmental or regulatory 
agencies concerning rates and other regulatory actions. In the opinion of management, the ultimate disposition of these 
proceedings and claims will not have a material effect on our condensed consolidated financial position, results of 
operations or cash flows.

Item lA. Risk Factors
Our business, operations, and financial condition are subject to various risks and uncertainties. The risk factors described 
in Part I, “Item lA. Risk Factors” in our Annual Report on Form 10-K, for the year ended December 31, 2018, should 
be carefully considered, together with the other information contained or incorporated by reference in this Quarterly 
Report on Form 10-Q and in our other filings with the SEC in connection with evaluating Chesapeake Utilities, our 
business and the forward-looking statements contained in this Quarterly Report on Form 10-Q. Additional risks and 
uncertainties not known to us at present, or that we currently deem immaterial, also may affect Chesapeake Utilities. The 
occurrence of any of these known or unknown risks could have a material adverse impact on our business, financial 
condition and results of operations.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Period
January 1,2019 

through January 31,2019
February 1,2019 
throu^ February 28,2019

March 1,2019 
through March 31,2019

Total

Total
Number of 

Shares

Purchased

Average 
Price Paid

per Share

Total Number of Shares Maximum Number of 
Purchased as Part of Shares That May Yet Be 

Publicly Announced Plans Purchased Under the Plans

or Programs or Programs

38$ S 

— $ 

— $

81.65

388 $ 81.65

Chesapeake Utilities purchased shares of common stock on the open market for the purpose of reinvesting the dividend on shares held in the Rabbi 
Trust accounts for certain directors and senior executives under the Non-Qualified Deferred Compensation Plan. The Non-Qualified Deferred 
Compensation Plan is discussed in detail in Item 8 under the heading “Notes to the Consolidated Financial Statements—^Note 9, Employee Benefit 
Plans” in our latest Annual Report on Form 10-K for the year ended December 31,2018. During the quarter ended March 31,2019,388 shares were 
purchased through the reinvestment of dividends on deferred stock units.

Except for the purposes described in Footnote (1), Chesapeake Utilities has no publicly announced plans or programs to repurchase its shares.

Item 3. Defaults upon Senior Securities 

None.

Item 5. Other Information

None.
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Item 6. Exhibits

10.1* Term Note issued bv Chesapeake Utilities Corporation in favor of Branch Banking and Trust Company 
on Januarv 31,2019.

10.2* Term Loan Credit Agreement dated Januarv 31.2019, bv and between Chesapeake Utilities Corporation 
and Branch Banking and Trust Company.

31.1* Certificate of Chief Executive Officer of Chesapeake Utilities Corporation pursuant to Rule 13a-14(a'^ 
under the Securities Exchange Act of 1934.

31.2* Certificate of Chief Financial Officer of Chesapeake Utilities Corporation pursuant to Rule 13a-14t'a') 
under the Securities Exchange Act of 1934.

32.1* Certificate of Chief Executive Officer of Chesapeake Utilities Corporation pursuant to 18 U.S.C. Section 
1350.

32.2* Certificate of Chief Financial Officer of Chesapeake Utilities Corporation pursuant to 18 U.S.C. Section 
1350.

lOl.INS*

lOl.SCH*

101.CAL*

101.DBF* 

lOl.LAB* 

lOl.PRE* 

*Filed herewith

XBRL Instance Document.

XBRL Taxonomy Extension Schema Document.

XBRL Taxonomy Extension Calculation Linkbase Document.

XBRL Taxonomy Extension Definition Linkbase Document.

XBRL Taxonomy Extension Label Linkbase Document.

XBRL Taxonomy Extension Presentation Linkbase Document.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on 
its behalf by the undersigned, thereunto duly authorized.

CHESAPEAKE UTILITIES CORPORATION

/s/ Beth W. Cooper

Beth W. Cooper
Executive Vice President, Chief Financial 
Officer, and Assistant Corporate Secretary

Date: May 8, 2019
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