
BY HAND DELIVERY 

Ms. Carlotta Stauffer 
Commission Clerk 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

November 21, 2017 

Writer's Direct Dial Number: 850-521 -1706 
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Re: NEW FILING- Application by Chesapeake Utilities Corporation for Authorization to issue 
Common Stock, Preferred Stock, and Secured and/or Unsecured Debt, and to Enter into 
Agreements for Interest Rate Swap Products, Equity Products and Other Financial 
Derivatives and to Exceed Limitation Placed on Short Term Borrowings in 2018. 

Dear Ms. Stauffer: 

Enclosed for filing, please find an original and 3 copies of the Application of Chesapeake 
Utilities Corporation for Authority to Issue Stock, and Secured and/or Unsecured Debt, and to Enter 
into Agreements for Interest Rate Swap Products, Equity Products and Other Financial Derivatives 
and to Exceed Limitation Placed on Short Term Borrowings in 2018, along with a copy of the 
pleading on CD in Word format. A copy of this filing has also been provided to the Office of Public 
Counsel. 

Your assistance in this matter is greatly appreciated. If you have any questions, please do not 
hesitate to contact me. 
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cc: Office of Public Counsel 

~~ 
Beth Keating Y -, 
Gunster, Yoakley, & Stewart, P.A. 
215 S. Monroe St., Suite 601 
Tallahassee, FL 3230 I 
(850) 521-1706 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Application by Chesapeake Util ities ) 
Corporation for Authorization to Issue Common ) 
Stock, Preferred Stock and Secured and/or ) 
Unsecured Debt, and to Enter into Agreements ) 
For Interest Rate Swap Products, Equity ) 
Products and Other Financial Derivatives 
in 2018 ) 

Docket: 

Filed: November 21 , 2017 

APPLICATION BY CHESAPEAKE UTILITIES CORPORATION FOR 
AUTHORIZATION TO ISSUE COMMON STOCK, PREFERRED STOCK AND 

SECURED AND/OR UNSECURED DEBT, AND TO ENTER INTO 
AGREEMENTS FOR INTEREST RATE SWAP PRODUCTS, EQUITY 

PRODUCTS AND OTHER FINANCIAL DERIVATIVES, AND TO EXCEED 
LIMITATION PLACED ON SHORT-TERM BORROWINGS IN 2018 

Chesapeake Utilities Corporation (Chesapeake, the Company or Applicant) respectfully 

files this Application, pursuant to Section 366.04 (1 ), Florida Statutes, seeking authority 

in 2018 to issue up to 8,215,000 shares of Chesapeake common stock; up to 2,000,000 

shares of Chesapeake preferred stock; up to $550,000,000 in secured and/or unsecured 

debt; to enter into agreements for up to $200,000,000 in Interest Rate Swap Products, 

Equity Products and other Financial Derivatives; to exceed the limitation on short-term 

borrowings in 2018 up to $275,000,000. The Company would utilize its short-term lines 

of credit and revolving credit facility for this purpose. 

1. Name and principal business offices of Applicant: 

a) Chesapeake Utilities Corporation 
P.O. Box 615 
909 Silver Lake Boulevard 
Dover, Delaware 19904 

b) Chesapeake Utilities Corporation 
Florida Division 
17 50 South 14th Street 
Fernandina Beach, Florida 32034 



c) Florida Public Utilities Company (a wholly owned subsidiary of Chesapeake 
Utilities Corporation) 
1750 South 14th Street 
Fernandina Beach, Florida 32034 

d) Florida Public Utilities Company - Indiantown Division 
1750 South 14th Street 
Fernandina Beach, Florida 32034 

e) Florida Public Utilities Company- Fort Meade Division 
1750 South 14th Street 
Fernandina Beach, Florida 32034 

2. Incorporated: 

Chesapeake Utilities Corporation -Incorporated under the laws of the state of 

Delaware in 1947 and qualified to do business in Florida, Maryland, and 

Pennsylvania 

Florida Public Utilities Company- Incorporated under the laws of the state of 

Florida in 1924 and qualified to do business in Florida 

3. Person authorized to receive notices and communications in this respect: 

Beth Keating, Esquire 
Gunster, Yoakley & Stewart, P.A. 
Suite 601 
215 South Monroe Street 
Tallahassee, Florida 32301 
(850) 521-1706 

Attorneys for Chesapeake Utilities Corporation 

4. Capital Stock and Funded Debt 

Chesapeake has authority by provisions contained in the Certificate of 

Incorporation, as amended, to issue common stock as follows: 

a) Common stock having a par value of $0.4867 per share. 

b) Amount authorized: 50,000,000 shares. 

c) Amount outstanding as of June 30, 2017 : 16,344,442 

d) Amount held in Treasury: 0 shares. 
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e) Amount pledged by Applicant: None. 

f) Amount owned by affiliated corporations: None. 

g) Amount held in any fund: None. 

Chesapeake has authority by provisions contained in its Certificate of 

!~corporation , as amended, to issue preferred stock as follows: 

a) Preferred stock having a par value of $0.01 per share. 

b) Amount authorized: 2,000,000 shares. 

c) Amount outstanding as of June 30, 2017: 0 shares. 

d) Amount held in Treasury: None. 

e) Amount pledged by Applicant: None. 

f) Amount owned by affiliated corporations: None. 

g) Amount held in any fund: None. 

The funded indebtedness by class and series are as follows: 

(a) 1 Chesapeake Utilities Corporation 6.64% Unsecured Senior Notes due 

October 31 , 2017 and issued on October 31 , 2002 in the principal 

amount of $30,000,000 bearing interest payable semi-annually with 

provisions for payment of interest only prior to October 31 , 2007; 

thereafter, principal was payable, in addition to interest on the unpaid 

balance, over eleven (11) years at the rate of $2,727,272 per annum. 

As of June 30, 2017, there is a remaining balance of $2,727,272 for this 

issue. On October 31 , 2017, these notes were paid in full and zero 

amount is outstanding. 

(a) 2 Chesapeake Utilities Corporation 5.50% Unsecured Senior Notes due 

October 12, 2020 and issued on October 12, 2006 in the principal 

amount of $20,000,000 bearing interest payable quarterly with 

provisions for payment of interest only prior to October 12, 2011 ; 
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thereafter, principal shall be payable, in addition to interest on the 

unpaid balance, for ten (1 0) years at the rate of $2,000,000 per annum. 

As of June 30, 2017, there is a remaining balance of $8,000,000 for this 

issue. 

(a) 3 Chesapeake Utilities Corporation 5.93% Unsecured Senior Notes due 

October 31, 2023 and issued on October 31 , 2008 in the principal 

amount of $30,000,000 bearing interest payable semi-annually with 

provisions for payment of interest only prior to April30, 2014; thereafter, 

principal shall be payable, in addition to interest on the unpaid balance 

for ten (1 0) years at the rate of $1 ,500,000 per semi-annum. 

Accordingly, as of June 30, 2017, there is a balance of $19,500,000 for 

this issue. 

(a) 4 Chesapeake Utilities Corporation 5.68% Unsecured Senior Notes due 

June 30, 2026 and issued on June 23, 2011 in the principal amount of 

$29,000,000 bearing interest payable semi-annually with provisions for 

payment of interest only prior to June 30, 2017; thereafter, principal 

shall be payable, in addition to interest on the unpaid balance for ten 

(10) years at the rate of $2,900,000 per annum. As of June 30, 2017, 

there is a balance of $26,100,000 on this issue. 

(a) 5 Florida Public Utilities Company 9.08% Secured First Mortgage Bonds 

due June 1, 2022 and issued on June 1, 1992 in the principal amount 

of $8,000,000 bearing interest payable semi-annually with provisions 

for payment of interest only prior to June 1, 2022; thereafter, principal 

shall be payable in full. Accordingly, as of June 30, 2017, there is a 

balance of $8,000,000 for this issue. 
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(a) 6 Chesapeake Utilities Corporation 6.43% Unsecured Senior Notes due 

May 2, 2028 and issued on May 2, 2013 in the principal amount of 

$7,000,000 bearing interest payable semi-annually with provisions for 

payment of interest only prior to May 2, 2019; thereafter, principal shall 

be payable, in addition to interest on the unpaid balance for ten (1 0) 

years at the rate of $700,000 per annum. As of June 30, 2017, there is 

a balance of $7,000,000 on this issue. 

(a) 7 Chesapeake Utilities Corporation 3. 73% Unsecured Senior Notes due 

December 16, 2028 and issued on December 16, 2013 pursuant to a 

Note Purchase Agreement dated September 5, 2013 in the principal 

amount of $20,000,000 bearing interest payable semi-annually with 

provisions for payment of interest only prior to December 16, 2019; 

thereafter, principal shall be payable, in addition to interest on the 

unpaid balance for ten (10) years at the rate of $2,000,000 per annum. 

As of June 30, 2017, there is a balance of $20,000,000 on this issue. 

(a) 8 Chesapeake Utilities Corporation capital lease agreement entered into 

on June 1, 2013 in an original present value amount of $7,125,901 in 

connection with the acquisition and lease of certain assets of Eastern 

Shore Gas Company located in Worcester County, Maryland. The 

capital lease has monthly payments of $125,000 from June 2014 

through May 2019. As of June 30, 2017, there is a present value 

balance outstanding of $2,776,775 on this capital lease. 

(a) 9 Chesapeake Utilities Corporation 3.88% Unsecured Senior Notes due 

May 15, 2029 and issued on May 15, 2014 pursuant to a Note Purchase 

Agreement dated September 5, 2013 in the principal amount of 
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provided by operating activities. The Company may from time to time, 

permanently finance its short-term borrowings through the issuance of 

common stock or an equity-linked instrument, as opposed to long-term debt. 

Chesapeake requests FPSC authorization to issue up to $550,000,000 in new 

secured and/or unsecured debt during 2018 for general corporate purposes 

including, but not limited to, working capital , retirement of short-term debt, 

retirement of long-term debt, capital improvements and acquisitions. 

Chesapeake seeks FPSC authorization to exceed the limitation placed on 

short-term borrowings by Section 366.04, Florida Statutes, so as to issue short­

term obligations up to $275,000,000 during 2018. 

Chesapeake is also requesting authority to issue up to 2,000,000 shares 

of Chesapeake preferred stock in 2018, for possible acquisitions, financing 

transactions, and other general corporate purposes, including potential 

distribution under the Company's Shareholder Rights Agreement ("Rights 

Agreement") adopted by the Board of Directors on August 20, 1999, and 

subsequently, modified and extended by the Board of Directors on September 

12, 2008. On September 12, 2008, the Board extended the expiration of the 

Rights from August 20, 2009 to August 20, 2019 and increased the Exercise 

Price per share from $54.56 to $105. Adjusted for the 3-for-2 stock split 

effected on September 8, 2014, the current Exercise Price is $70 per share. A 

copy of the First Amendment to Rights Agreement and Securities and 

Exchange Commission Form 8-K pursuant to Chesapeake Utilities 

Corporation's First Amendment to Rights Agreement has been previously filed 

with the FPSC within Exhibit D of the Application by Chesapeake Utilities 

Corporation for Authorization to Issue Common Stock, Preferred Stock and 

Secured and/or Unsecured Debt, and to Enter into Agreements for Interest 
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Rate Swap Products, Equity Products and Other Financial Derivatives and to 

Exceed Limitation Placed on Short-Term Borrowings in 2009, Docket No. 

080635-GU, dated November 19, 2009, and is hereby incorporated by 

reference. 

Chesapeake further seeks FPSC approval to enter into financial 

agreements with institutions in 2018 to negotiate and execute financial 

derivatives enabling the Company to lock in its future financing costs and 

minimize its risk. A financial derivative is a risk-shifting agreement, the value 

of which is derived from the value of an underlying asset. The underlying asset 

could be a physical commodity, an interest rate, a company's stock, a stock 

index, a currency, or virtually any other tradable instrument upon which two 

parties can agree. A financial derivative can be used for hedging, protecting 

against financial risk, or can be used to speculate on the movement of 

commodity or security prices, interest rates or the levels of financial indices. 

Financial derivatives fall into two categories. One consists of customized, 

privately negotiated derivatives, referred to as over-the-counter (OTC) 

derivatives or swaps. The other category consists of standardized, 

exchangeable derivatives, known generically as futures. In addition, there are 

various types of products within each of the two categories. The Company has 

attempted to identify below some of the financial derivatives that the Company 

may evaluate in 2018, although the listing is not intended to be all-inclusive. 

Rather, the Company seeks approval to evaluate and employ those financial 

derivatives that would mitigate its financial risk associated with a particular 

financing transaction(s). 

Chesapeake is proposing to have the flexibility and authority to enter into 

the following (a) Treasury rate locks, credit spread locks, interest rate swaps, 
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collars, caps and/or floors (the "Interest Rate Swap Products"); (b) equity 

collars, floors, prepaid forward contracts, covered calls, forward sales and 

purchases and/or equity-linked instruments (the "Equity Products"); or (c) any 

other Financial Derivatives that meet the objectives described above on such 

terms as Chesapeake considers to be appropriate, provided that the notional 

amount(s) for said Interest Rate Swap Products, Equity Products, and/or other 

Financial Derivatives do not, in the aggregate, exceed the sum of 

$200,000,000. 

Chesapeake Utilities Corporation allocates funds to the Florida Division, 

Florida Public Utilities and the Indiantown and Fort Meade divisions on an as­

needed basis. 

6. Purposes for which Securities are to be issued: 

(a) Chesapeake's Retirement Savings Plan ("RSP") was implemented on 

February 1, 1977. As of June 30, 2017, the RSP had 864 active participants; 

a total market valuation of approximately $128,822,394 (including 564,459 

shares of the Company's common stock with a value of $42,306,182). 

Chesapeake's 401k Plan was amended to be a "safe harbor" plan. Effective 

January 1, 2011 the Company matches 100% of the participants' contributions 

up to six percent of the eligible compensation in cash and any supplemental 

contributions will generally be made in Chesapeake stock. Prior to January 1, 

2011 the Company match was primarily made in Chesapeake stock. In 

conjunction with the adoption of a "safe harbor" plan, the plan document was 

amended. 

To continue to balance the composition of debt and equity, Chesapeake 

wants to maintain flexibility in how the RSP is funded, i.e. , with new shares of 
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its stock, buying shares on the open market, and/or a combination of both 

funding methods. 

On June 23, 1992, the Delaware Public Service Commission issued Order 

No. 3425 approving the issuance of up to 150,000 new shares of Chesapeake 

common stock for the purpose of administering Chesapeake's RSP. Please 

note that this Order by the Delaware Public Service Commission is "open 

ended" in the sense that there is no time limit by which the approved securities 

need to be issued. A copy of the Order has been previously filed with the FPSC 

within Exhibit J of the Application for Approval of Issuance and Sale of 

Securities by Chesapeake Utilities Corporation, Docket No. 931112-GU, dated 

November 17, 1993, and is hereby incorporated by reference. On July 13, 

1999, the Delaware Public Service Commission issued Order No. 5165 

approving the issuance of an additional 150,000 new shares of Chesapeake 

common stock for the purpose of administering the RSP. Please note that this 

Order by the Delaware Public Service Commission is also "open ended" in the 

sense that there is no time limit by which approved securities need to be 

issued. A copy of this Order has been previously filed with the FPSC within 

Exhibit C of the Application by Chesapeake Utilities Corporation for 

Authorization to issue Common Stock, Preferred Stock and Secured and/or 

Unsecured Debt and to Exceed Limitation Placed on Short-Term Borrowings 

in 2000, Docket No. 991631-GU, dated October 20, 1999, and is hereby 

incorporated by reference. On December 19, 2000, the Delaware Public 

Service Commission issued Order No. 5609 approving the issuance of an 

additional450,000 new shares of Chesapeake common stock for the purpose 

of administering the RSP. Please note that this Order by the Delaware Public 

Service Commission is also "open ended" in the sense that there is no time 
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limit by which approved securities need to be issued. A copy of this Order has 

been previously filed with the FPSC as Exhibit E of the Consummation Report 

of Securities Issued by Chesapeake Utilities Corporation, Docket No. 991631-

GU, dated March 29, 2001 , and is hereby incorporated by reference. On May 

4, 201 0, the Delaware Public Service Commission issued Order No. 7769 

approving the issuance of an additional 900,000 new shares of Chesapeake 

common stock for the purpose of administering the RSP. Please note that this 

Order by the Delaware Public Service Commission is also "open ended" in the 

sense that there is no time limit by which approved securities need to be 

issued. A copy of the order was previously filed with the FPSC as Exhibit C of 

Docket No. 100444-GU dated November 16, 2010. Pursuant to these Orders, 

Chesapeake has issued 818,817 new shares of common stock for the RSP as 

of June 30, 2017. Thus, there remains to be issued 831 ,183 shares as 

authorized by the Delaware Public Service Commission. The FPSC approved 

the issuance and sale of up to 105,000 shares of common stock for the Plan 

during 2017 by Order No. PSC-17-0061-FOF-GU issued on February 24, 

2017. Chesapeake now seeks FPSC authorization to issue up to 105,000 new 

shares of Chesapeake common stock for the purpose of administering 

Chesapeake's Plan during 2018. 

(b) On May 2, 2013, after receiving shareholder approval, the Board adopted 

the 2013 Stock and Incentive Compensation Plan ("SICP") for issuing equity 

compensation to its directors, to its officers and other key employees, and to 

its employees. The FPSC approved the issuance of up to 180,000 shares of 

common stock for the SICP during 2017 by Order No. PSC-17-0061-FOF-GU 

issued on February 24, 2017. Chesapeake is requesting FPSC authorization 

to issue up to 180,000 new shares of Chesapeake common stock for purposes 
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of administering the SICP during 2018. The SICP will allow the Company to 

continue to provide a competitive compensation program that seeks to attract 

and retain exceptional executive officers, directors and employees of the 

Company and motivate those individuals responsible for the growth and 

success of the Company. The SICP also enhances stockholder value by 

linking a portion of compensation of executive officers, directors and 

employees of the Company to the increase in the price per share of its common 

stock and the achievement of other performance objectives and encourage 

ownership in the Company by key personnel whose long-term employment is 

considered essential to the Company's continued success and progress. On 

October 22, 2013, the Delaware Public Service Commission issued Order No. 

8470 authorizing Chesapeake to issue up to 661 ,862 shares of common stock 

to administer the Company's SICP. Chesapeake has issued 152,660 new 

shares of common stock for the SICP as of June 30, 2017. Thus, there remains 

to be issued 509,202 shares as authorized by the Delaware Public Service 

Commission. 

(f) Chesapeake's Dividend Reinvestment and Stock Purchase Plan ("DRP") 

was implemented on April27, 1989. The DRP Administrator currently has the 

flexibility of purchasing shares of Chesapeake common stock on the open 

market, using Treasury stock or issuing new common stock. The gradual 

issuance of new common stock enables Chesapeake to balance the 

composition of its capital between common stock and long-term debt. As of 

June 30, 2017, the DRP had 1, 710 stockholder participants. 

A copy of the DRP as filed on Registration Statement Form S-3 with the 

Securities and Exchange Commission has been previously filed with the FPSC 
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as Exhibit D of the Application for Approval of Issuance and Sale of Securities 

by Chesapeake Utilities Corporation, Docket No. 961194-GU, dated October 

1, 1996, and is hereby incorporated by reference. On May 23, 1989, the 

Delaware Public Service Commission issued Order No. 3071 approving the 

issuance of up to 300,000 new shares of Chesapeake common stock for the 

purpose of administering Chesapeake's DRP. Please note that this Order by 

the Delaware Public Service Commission is "open ended" in the sense that 

there is no time limit by which the approved securities need to be issued. A 

copy of this Order has been previously filed with the FPSC within Exhibit J of 

the Application for Approval of Issuance and Sale of Securities by Chesapeake 

Utilities Corporation, Docket No. 931112-GU, dated November 17, 1993, and 

is hereby incorporated by reference. On December 20, 1995, the Delaware 

Public Service Commission issued Order No. 4097 approving the issuance of 

an additional 450,000 new shares of Chesapeake common stock for the 

purpose of administering Chesapeake's DRP. Please note that this Order by 

the Delaware Public Service Commission is also "open ended" in the sense 

that there is no time limit by which the approved securities need to be issued. 

A copy of this Order has been previously filed with the FPSC within Exhibit E 

of the Application for Approval of Issuance and Sale of Securities by 

Chesapeake Utilities Corporation, Docket No. 961194-GU, dated October 1, 

1996, and is hereby incorporated by reference. On August 5, 2004, 

Chesapeake's Board of Directors approved 1,125,000 additional shares of 

common stock to be authorized and reserved for issuance under the Dividend 

Reinvestment and Stock Purchase Plan, as well as several amendments to the 

terms of the Plan. The amended plan (a) allows for direct stock purchases by 

persons who at the times of purchase are not shareholders of the Company; 
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(b) establishes the minimum investment amount for direct stock purchases by 

persons who are not shareholders of the Company; (c) fixes the minimum 

monthly and maximum annual optional cash investment limits for participating 

shareholders; (d) allows for direct debiting of shareholder-designated bank 

accounts for purchases; and (e) adds a provision to the Plan, whereby the 

Company, with the prior approval of the Board of Directors or under guidelines 

adopted by the Board of Directors, could on a case-by-case basis waive the 

maximum annual optional cash investment limit and accept investments in 

excess of that amount. On December 21 , 2004 the Delaware Public Service 

Commission issued Order No. 6543, approving the issuance of an additional 

1,125,000 shares of Chesapeake common stock for the purpose of 

administering Chesapeake's amended Dividend Reinvestment and Stock 

Purchase Plan. Please note that this Order by the Delaware Public Service 

Commission is "open ended" in the sense that there is no time limit by which 

the approved securities need to be issued. A copy of this Order has been 

previously filed with the FPSC within Exhibit C of the Consummation Report of 

Securities Issued by Chesapeake Utilities Corporation, Docket No. 030942-

GU, dated March 22, 2005, and is hereby incorporated by reference. In 

addition, on December 16, 2008, Chesapeake filed a Registration Statement 

on Form S-3 with the Securities and Exchange Commission relating to the 

registration of 631 ,756 shares of the Company's common stock under the 

Dividend Reinvestment and Direct Stock Purchase Plan. The Registration 

Statement was declared effective by the Securities and Exchange Commission 

on January 5, 2009 and replaces the prior Registration Statement in place for 

the Plan that had previously expired. A copy of the Chesapeake Utilities 

Corporation Dividend Reinvestment and Direct Stock Purchase Plan as filed 
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with the Securities and Exchange Commission on Registration Statement 

Form S-3 dated December 16, 2008 has previously been filed with the FPSC 

as Exhibit D of the Consummation Report of Securities Issued by Chesapeake 

Utilities Corporation, Docket No. 070640-GU, dated March 27, 2009, and is 

hereby incorporated by reference. 

Pursuant to the Orders above, Chesapeake has issued 1,149,738 new 

shares of common stock as of June 30, 2017. Thus, there remains to be issued 

725,262 shares as authorized by the Delaware Public Service Commission. 

The FPSC approved the issuance and sale of up to 180,000 shares for the 

DRP during 2017 by Order No. PSC-17-0061 -FOF-GU issued on February 

24, 2017. Our current Registration Statement was filed December 12, 2014, 

for 790,769 shares, with the Securities and Exchange Commission and we 

expect to file a new registration statement prior to the expiration date 

December 14, 2017 for the remaining 725,262 shares. 

The Company now seeks FPSC approval to issue up to 180,000 new 

shares of Chesapeake common stock for the purpose of administering 

Chesapeake's amended Dividend Reinvestment and Stock Purchase Plan 

during 2018. 

(h) Chesapeake now seeks FPSC approval to issue up to 2, 750,000 shares of 

Chesapeake stock or an equity-linked instrument equivalent in value in 2018 

to permanently finance Chesapeake's ongoing capital expenditure program. 

Financing for the Company's capital expenditure program is subject to 

continuous review and modification and is funded from short-term borrowings 

and cash provided by operating activities. The Company, in an effort to 

manage its capital structure, may, from time to time permanently finance 

through the issuance of common stock or an equity-linked instrument, as 
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opposed to long-term debt. The FPSC approved the issuance of 2,500,000 

shares of common stock for Chesapeake during 2017 by Order No. PSC-17-

0061-FOF-GU issued on February 24, 2017. 

(i) Chesapeake seeks FPSC authorization to issue during 2018 up to 

$300,000,000 in secured and/or unsecured long-term debt with an estimated 

rate of interest of up to 300 basis points above U.S. Treasury rates (or 

extrapolated U.S. Treasury rates) with equivalent average life. The FPSC 

approved the issuance and sale of $200,000,000 in secured and/or unsecured 

long-term debt during 2017 by Order No. PSC-17-0061-FOF-GU issued on 

February 24, 2017. The remaining proceeds from this debt issuance would be 

used for general corporate purposes including, but not limited to, working 

capital , retirement of short-term debt, retirement of long-term debt and capital 

improvements. Each issue will be for some lawful object within the corporate 

purposes of the applicant and compatible with the public interest and is 

reasonably necessary or appropriate for such purpose. 

U) Chesapeake seeks further FPSC authorization to issue during 2018 up to 

an additional 5,000,000 shares of common stock and an additional 

$250,000,000 in secured and/or unsecured long-term debt with an estimated 

rate of interest of up to 300 basis points above U.S. Treasury rates (or 

extrapolated U.S. Treasury rates) with equivalent average life. This additional 

stock and debt would be used to finance Chesapeake's ongoing acquisition 

program. Chesapeake expects to continue to search for growth opportunities 

through acquisitions, which fit its long-range plan to achieve the proper mix of 

business activities. Financing of acquisitions will depend upon the nature and 

extent of potential acquisitions as well as current market and economic 

conditions. 
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The FPSC approved the issuance and sale of 5,000,000 shares of common 

stock and $250,000,000 in secured and/or unsecured long-term debt for this 

purpose during 2017 by Order No. PSC-17-0061-FOF-GU issued on February 

24, 2017. 

(k) Chesapeake seeks FPSC authorization to issue up to 2,000,000 shares of 

Chesapeake preferred stock during 2018 for possible acquisitions, financing 

transactions, and other general corporate purposes, including potential 

distribution under the Company's Rights Agreement adopted by the Board of 

Directors on August 20, 1999. The Rights Agreement was subsequently 

modified and extended by the Board of Directors on September 12, 2008. 

Pursuant to the Board's actions, the expiration of the Rights was extended from 

August 20, 2009 to August 20, 2019 and the Exercise Price was increased per 

share from $54.56 to $105.00. Adjusted for the 3-for-2 stock split effected on 

September 8, 2014, the current Exercise Price is $70 per share. The Rights 

Agreement approved by the Board of Directors is designed to protect the value 

of the outstanding common stock in the event of an unsolicited attempt by an 

acquirer to take over the Company in a manner or on terms not approved by 

the Board of Directors. The Rights Agreement is not intended to prevent a 

takeover of the Company at a fair price and should not interfere with any 

merger or business combination approved by the Board of Directors. Copies 

of the Forms 8-A and 8-K filed with the Securities and Exchange Commission 

in conjunction with the Rights Agreement have been previously filed with the 

FPSC as Exhibit D of the Application by Chesapeake Utilities Corporation for 

Authorization to Issue Common Stock, Preferred Stock and Secured and/or 

Unsecured Debt and to Exceed Limitation Placed on Short-Term Borrowings 

in 2000, Docket No. 991631-GU, dated October 20, 1999, and are hereby 
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incorporated by reference. A copy of the Company's First Amendment to the 

Rights Agreement and the Form 8-K filed with the Securities and Exchange 

Commission in conjunction with the First Amendment to the Rights Agreement 

has been previously filed with the FPSC as Exhibit D of the Application by 

Chesapeake Utilities Corporation for Authorization to Issue Common Stock, 

Preferred Stock and Secured and/or Unsecured Debt and to Enter into 

Agreements For Interest Rate Swap Products, Equity Products and Other 

Financial Derivatives and to Exceed Limitation Placed on Short-Term 

Borrowings in 2010, Docket No. 080635-GU, dated November 19, 2008, and 

are hereby incorporated by reference. As of June 30, 2017, zero (0) shares of 

Chesapeake preferred stock have been issued. The FPSC approved the 

issuance and sale of up to 2,000,000 shares of Chesapeake preferred stock 

for possible acquisitions, financing transactions, and other general corporate 

purposes, including potential distribution under the Company's Rights 

Agreement, during 2017 Order No. PSC-17-0061-FOF-GU issued February 

24, 2017. 

(I) Chesapeake is requesting authority during 2018 to enter into an agreement 

for financial derivatives including, but not limited to Interest Rate Swap 

Products, Equity Products, and/or other Financial Derivatives on such terms 

as Chesapeake considers appropriate provided that the notional amount(s) for 

said Interest Rate Swap Products, Equity Products, and/or other Financial 

Derivatives do not, in the aggregate, exceed the sum of $200,000,000. On July 

9, 2002, the Delaware Public Service Commission issued Order No. 5989 

approving the Company's application for approval of the issuance of certain 

long-term debt, and acknowledging that the Company was considering 

entering into, or utilizing Interest Rate Swap Products. While the Company 
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does not consider such Interest Rate Swap Products, Equity Products, and/or 

other Financial Derivatives to involve the actual issuance of securities within 

the ambit of Section 366.04 (1 ), Florida Statutes, in an abundance of caution, 

Chesapeake requests such authority to the extent the FPSC considers Interest 

Rate Swap Products, Equity Products, and/or other Financial Derivatives 

subject to its jurisdiction. In the event that the FPSC does not consider Interest 

Rate Swap Products, Equity Products, and/or other Financial Derivatives to be 

jurisdictional, Chesapeake requests that that FPSC issue an Order 

acknowledging the Company's request and confirming the FPSC's absence of 

jurisdiction regarding these instruments. 

A copy of this Order was filed as Exhibit C of the Application by Chesapeake 

Utilities Corporation for Authorization to Issue Common Stock, Preferred Stock 

and Secured and/or Unsecured Debt, and to Enter into Agreements for Interest 

Rate Swap Products, and to Exceed Limitation Placed on Short-Term 

Borrowings in 2004, Docket No. 030942-GU, and is hereby incorporated by 

reference. 

7. Purposes for which Securities are to be issued: 

The common stock, preferred stock and long-term debt authorized for 

issuance will be used for the purpose of administering Chesapeake's 

Retirement Savings Plan, Stock and Incentive Compensation Plan, Dividend 

Reinvestment and Stock Purchase Plan, financing of the Company's 

acquisition program and for other corporate purposes including, but not limited 

to the following: working capital; retirement of short-term debt; retirement of 

long-term debt; capital improvements; and potential distribution under the 

Rights Agreement. Chesapeake believes that Interest Rate Swap Products, 

Equity Products and other Financial Derivatives would provide Chesapeake 
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with an additional opportunity to achieve lower cost funding of existing and 

prospective debt and equity placements, as well as enhanced flexibility to 

manage the Company's exposure to risk as market conditions permit. These 

are all for lawful objects within the corporate purposes of Chesapeake and 

compatible with the public interest and are reasonably necessary or 

appropriate for such purposes. 

8. Counsel: 

The legality of the common stock, preferred stock and debt issuances will be 

passed upon by William A. Denman, Esquire, Parkowski, Guerke and Swayze, 

P.A. , 116 West Water Street, Dover, Delaware 19904, who will rely on Beth 

Keating, Esquire, Gunster, Yeakley & Stewart, Suite 601 , 215 South Monroe 

Street, Tallahassee, Florida 32301 , as to matters of Florida law. 

9. Other Regulatory Agencies: 

Under 26 Del. C Section 215 of the Delaware statutes, Chesapeake is 

regulated by the Delaware Public Service Commission and, therefore, must file 

a Prefiling Notice, a Notice, and an Application to obtain approval of the 

Delaware Commission before issuing new securities which mature more than 

one (1) year from the date of issuance. In addition, a Notice must be filed if 

Chesapeake expects to incur short-term indebtedness, which exceeds ten 

percent of the Company's total capitalization. All necessary applications or 

registration statements have been or will be made as required and will be made 

a part of the final consummation report to the FPSC as required by Rule 25-

8.009, Florida Administrative Code. 

The address of the Delaware Commission is as follows: 
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Delaware Public Service Commission 
861 Silver Lake Boulevard 
Cannon Building 
Dover, Delaware 19904 
Attention: Robert Howatt 

10. Control or ownership: 

Applicant is not owned by any other company nor is Applicant a member of any 

holding company system. 

11. Exhibits: 

Filed herewith: 

Exhibit A: 

A (1) 

A (2) 

Exhibit A consists of the following attachments: 

Chesapeake Utilities Corporation Annual Report on Form 
10-K (A) for the year ended December 31 , 2016. 

Chesapeake Utilities Corporation Quarterly Report on Form 
1 0-Q for the quarter ended June 30, 2017. 

12. Constitutionality of Statute: 

Chesapeake has taken the position that the statutory requirement of FPSC 

approval of the issuance and sale of securities by a public utility, under Section 

366.04 (1 ), Florida Statutes, as applied to Chesapeake, a Delaware 

corporation engaged in interstate commerce, is unconstitutional, in that it 

creates an unreasonable burden on interstate commerce. Support for this 

position is set out in Chesapeake's Petition for declaratory statement 

disclaiming jurisdiction, as filed in FPSC Docket No. 930705-GU. By FPSC 

Order No. PSC-93-1548-FOF-GU, issued on October 21 , 1993, the FPSC 

denied the Petition for declaratory statement, while approving the alternative 

Application for approval of the issuance of up to 100,000 new shares of 

common stock for the purpose of administering a Retirement Savings Plan. 
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The FPSC found that "the facial constitutionality of a statute cannot be decided 

in an administrative proceeding," and that since the stock issuance was 

approved, "the question of constitutionality appears to be academic at this 

time." 

Chesapeake continues to maintain that the assertion of jurisdiction by the 

FPSC over its securities unconstitutionally burdens interstate commerce, 

particularly where the Public Service Commission of the State of Delaware has 

approved their issuance and sale, and/or where the securities do not create a 

lien or encumbrance on assets of Chesapeake's public utility operations in the 

State of Florida. 

Florida law provides for severe penalties for any willful violation of a statute 

administered by the FPSC or any of its rules or orders, Sees. 350.127 (1) and 

366.095, Florida Statutes. Accordingly, Chesapeake believes it must submit 

to FPSC jurisdiction over its securities if it is to avoid assessment of such 

penalties and to otherwise remain in good standing before the FPSC. It 

therefore files the instant Application, under protest, and without waiver of its 

position regarding the unconstitutionality of the statute. 

23 



PRAYER FOR RELIEF 

Based on the foregoing , Chesapeake Utilities Corporation requests that the FPSC issue an 

Order authorizing it in 2018 to issue up to 8,215,000 shares of common stock, up to 

2,000,000 shares of preferred stock, and up to $550,000,000 of secured and/or unsecured 

debt, and authorizing it to enter into agreements up to $200,000,000 in Interest Rate Swap 

Products, Equity Products and other Financial Derivatives. 

Date: November 21 2017 

Respectfully submitted, 

Gunster, Yoakley & Stewart, P.A. 
Suite 601 
215 South Monroe Street 
Tallahassee, Florida 32301 
(850) 521-1706 

Attorneys for 
Chesapeake Utilities Corporation 
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$'.11/le oF- oe4vlf/)c; 
COUNTY OF KENT ss 

BE IT REMEMBERED that on this the day of I :t /lo ll£1kl~t2 twlfpersonally appeared before 
I 

me, a Notary Public for the State of Delaware, Beth W. Cooper, who being by me duly sworn, did 

depose and say that she is Senior Vice President and Chief Financial Officer of Chesapeake Utilities 

Corporation, a Delaware corporation, and that insofar as the Application of Chesapeake Utilities 

Corporation states facts, and insofar as those facts are within her personal knowledge, they are true; 

and insofar as those facts that are not within her personal knowledge, she believes them to be true, 

that the exhibits accompanying this Application and attached hereto are true and correct copies of the 

originals of the aforesaid exhibits, and that she has executed this Application on behalf of the Company 

and pursuant to the authorization of its Board of Directors. 

Beth W. Cooper 
Senior Vice President and Chief Financial Officer 

SWORN TO AND SUBSCRIBED before me the day and year first above written. 

d~ 
Notary Public ,-,-
My Commission Expires: J ~--~ :Z1 ~ 0 ( <=( 

CONNIE PAPAFIO OSEI 
NOTARY PUBLIC 

STATE OF O"ELAWARE 
,My Commission Expirn Junt 2, 201 9 
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EXHIBITS 

A (1) Chesapeake Utilities Corporation Annual Report on Form 1 0-K 
for the year ended December 31 , 2016. 

A (2) Chesapeake Utilities Corporation Quarterly Report on Form 10-
Q for the quarter ended June 30, 2017. 
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Gt O.'» \RY o r D £n J<tT to:<S 

A FIIOC: Allowance for funds used dunns constructoon 

ASC: Accounton11 Standards Codifscauon 

ASll: Aecountin11 Stand~rds Up<late 

A <pirt Entrg) : A spore Energy of Ohio, LLC, a wholly-owned wbsidiary of Chesapeake Utihties, onto whieh Gatherco merged on April I, 20 IS 

Oro-. Point: BrovePoint, Inc ,the formerly owned advanced information strvices subsidiary of Chesapeake Utohucs. "hoch was sold on Ocrob<r I, 2014 

Page 3 of 117 

C'DD: Coohng degree-day, which os the measure of the vanauon on \\eathc-r based on the extent to which the daol) averogetemperature (from 10 00 am to 10 00 am) u abO\e 6S degrees Fahrenheit 

Chesapuke or Chesapukt Utilities: Chuareale Uuhues Corponuon,ou divisions and subsodoanes, as aprropnateon the context ofthe dtsclosure 

ChtJapuke PeoJion Plan: A dcfsned benefit penSion pion sponsored by Chesapeal<e Uuhues 

Chu tt•f'•"f' Po.str~tirr.m~nt Plan: An unfundt'd pc.ncrcttrtment hnhh cart and life insurance plan sponsortd by Chts.aprake t:tiliti~ 

Chrsa1otokt SERP: An unfunded supplemental r.<ClliiH m11ement renswn plan sponsorod by Chesapea~e Uuhues 

C'htsapu kt Strvke Compan): Chesareake Servtce Company, a "holly-owned subsidiary of Chesapeake Utilities and the parent company ofSkop)ttk. C'l(' and ESR.E 

CCC Consumer Gas Cooperative, an Ohi o notural gas cooperative 

C lll' : C'omboned heat and power plant 

CIC: Chesapeake Investment Company, a wholly-owned 111bsodiary of Chesapeake Service Company. which is an mvestmcnt company incorporated on Delaware 

Columbia Ca;: Columbia Gas Transmission, LLC, an unaffiliated •nlcrstate pip<"lint intereonn('(ttd W1th Ea'"ttm ShOfe's pipeline 

Columblo Cos ofObio An unaffiliated local dostnbuuon company based in Ohio 

C"ompan): Che:t.apc:a\;c t:tilibH CCJ!f'P(nuon. ats d1\iiS1onJ and subs•d•aries. as appropriate tn the con1e~1 o(lhe: de.scl01urc 

Cr<dot •\ grHmrnt: The Credu Agreement dated Oclob<r 8. ~0 IS. omong Chesapeal.e Uuloues and thtlenders related 10 the Revol,·er 

DtJrtr-d•): A d<gree-day is the measure of the \lnauon an the "'ulher based on tht extent to \\hoeh the 1\mg< daoly t<mperoiUR (from 10 00 am to 10 00 am) falls abo'< or below 6S degrees Fahrenhen 

Otl•~ • re On bion: Che1apeake Uuhues' n•tural ga.s dastribullon operation saving eu.stomers 1n Otlaw1re 

Dtlrnoru Prninsnla: A peninsula on th< east coast oft he Uruted States of America occupied by Delaware and portooos of Maryland and Vir11onia 

l>odol·~'ronk A<t : The Dodd-Fronk Wall Slltet Reform and Consumer Protection ACI 

I>NRt:C: Delaware Department of Natural RcsO<ortes and Em ironmcntal Control 

Ot: Dekatherm, which is a natural gas unit of measurement that includes a standard measure fot heating value 

llls/d: Oekatherms per day 

F'aJttrn Shor<: Eastern Shore Natural Gas Cornpan), a "holly-owned ontct'&llte natural gas ll'lllsm•ss•on subsidoory ofChuareake Utilities 
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EG\\ IC: Ea51cm Gu & 1\'atuln,estmcnt Company. LLC. an affiliate of Eutem Shore Gas Company 

Eighr Flagr: Elgin Floss l:n«ID". LLC. a wbsodoary or Chesapeake Oruight Services. which owns a CHP plano on Amelia Island. Flonda 

EPA: Unot<d Stites l:nwonmental Prorec~~on •\¥<nC) 

ESG: r,asrem Shore Gas Company and IIJ affiliates 

Page 4 of 117 

ESRE: Eutem Shore Real E>tate, Inc. a "holly-o"'n<d wbsidtat} or Chesapnke t.:ulitoes that 0\\ns and lease. office bvildonss tn Delo\\"&rt and Maryland to do\isions and subsidiaries of Chtsap<'ake 
liullues 

FASB: Ftnonetal Aecounun11 Sundards Board 

FF.RC: Fodera! Encr~y R~latory Cornmossoon, an ind<p<'ndcnt "!Ieney of the Unot<d States gcwemment that ••I!" lilts the onterstate uansmossoon of electricil}. natural gas. and oil 

FDEP: Florida Depanment or En' oronmental Prorecuon 

t·oo-r: Florida Depanment orTransponauon 

FGT: Flonda Gas Transmissoon Company 

Flo·g•r: Flo-gas Corporation. • wholly-owned subsidiary of FPU 

Fort Mude Fon Meade natural gas division or FPU 

FPU: Florida Public Uuloue• Compony, a wholly-owned subsidiary ofChcsap<'ake Utilities 

FPU Medical Plan: A separate unfunded postretirement medico! plan for FPU sponsored by Cheupeake Uulilies 

F'PU Jltru io n J>lan: A separate ddincd btndit pcns.aon plan for FPU Jponsortd by Chesapeake Utilities 

GAAP: Accoonung principlessencrally accepted on the Uniled St&~es or America 

Cathcrco: Gatherco. Inc . a corporation that m<rged "'th and into Aspire Energy on April I, 2015 

CR IP: The Gas Rehab1hty Infrastructure Program, a naturaJ 3H pipeline repla«me1lt program in Florida, pursuan1 co "hteh \'\e coli tee a surcharge ftom ccrtam of our Ronda customers to recover cap1ul 

and other protv•m·rtlated co"s essociared "tth 1he replacement of qualifying dis~nbution mains and st'fVicts in flonda 

CSR: Ou Sc" occ Rates 

C111r Po><tr: Gul( Pow•• Company, an unaffiliated electlic com pony v.bich supplo<S electricil} to FPU 

C~tlrurum: Oulfstrum Natural Ou Sl <tem. LLC. an unaffihated pipeline netwod. thatwpphcs natural gas to fi'U 

II DO: lleaung de¥tee-<lay, "hich os a meuurc of the \&nation m "either bued on the extmt to \\hJth the daily a'eragetemperature err""' 1000 am to 1000 am) os below 65 degrees Fahrcnh<tt 

IGC: lndoant0\\11 Gu Company. a dovosoon ofFPU 

IRS: lnt«nal Rnenue Strv1ce 

J £1\ The unaffiloated cornmunuy-owned uuhty locat<d m Jacksonville. Florida, fonnerly kn0\\111S Jacksonville Eltctnc Authonty 

l<ndtrs PI':C. Bank of Amenca, N A. CotounJ Banl N A, Royal Bank of Canada, and Wells Fargo Bank. NauonaJ Associauon. "hich are collccu•cly thelendtrs that entered into the Cr<dll Agre<rnent 

woth Chesopeake Uttliti« on OctoberS. 2015 

MD£: M•ryland Depanment ofEn>oronment 

MG P: Manufactured gas plant, wh1ch IS a Jilt where coal was prc,tiously u.St'd 10 manufacrure gJ..Stous fud for tndusmaJ, con1mtrt11l and res1denuaJ use 

M \\'II : Mtgl\'\ltt hour, which IS a unit of mea.sureme:nt for ele<triciry 
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No.,..Q•••Iifitd Ot ftrrtd Compt_ou tion Pll n: A non-quahfitd, dtfmtd com~nsatJon •rnngtmtnt undtr whtch ecttaan of our e:ucuth:es and mtmbtr1 or tht Board of Dirtcton are able to dt-ftr p~ymtnt 

or 111 or a pan of cenain specified rypn of comptnS.31ion, includtng t ' ecuth e base compensation. e'tcUliH~ ttsh bonuses. executive ~rf'onnance- s.harts, and d•r~cors' ttta1nm and feH 

NYS£: New Ycrk Stoek Exchange 

OPT S 90 Strvlct: OtT Pe>k :!0 90 Finn TnnsportatJon Service, a tan IT essoeiated with Easttm Shore's firm transporlation service th•t enabi<S l'lasttm Shore to forgo scheduling service for up co 90 days 

during the peak months o(Novrmb<r through April each year 

OTC: Ovtr-the-eoonter 

Prniouulo Piptlint: Peninsula Pipeline Company. Inc, Chesapeake Utili tin' "hell) -ov.ned Flondo tntrlstatt pipeline subsidiary 

Pro1>ltS Cu : The Peoples Cas System diVISion or Tampa Eleccne Company, an unaffiliated uolicy tn flonda that has a joint pipeline "ith Peninsula l'lpeltne 

I'ESCO: Penmsula Energy ~~c:es Company, lnc , Cheupcal.e Uoltoes' wholly-owned natunl gu matleona substdJary 

P'\C: P:-iC Bank, Kaoonal A$$00iation. the administntt>e asencand pnmary lend<r roo- our RC"oh<r 

Pros) tatrmrat: Chesape>ke Uoltti ... deflniUH Pro'y Statement to be filed no latCf than :>larch J I, 2017, tn connewon With our Annual MeebnJ co be held oo 0< about May l. 2017 

Prudtnhal: Prudential lnvesun~nt Management Inc:, an anstitullonalan1<'estment man.agtme-nt firm, ¥wnh v.hich "e ha\'e entered into the Shdf Agrtemcnt for the future purchase or our Shelf Notes 

PSC: Publac Service- Commass1on. \\hich is the State agency 1hat regulateS the rates and sen1ces of Chesapeake Uulaucs• natu~l g_as and eiKuic dastnbuuon Optrttions in Delaware. Maryland and Florida 

and J>cn•nsula Pape1ine in Flonda 

llAI, Remedial Action Plan. which is a plan that outlancs the procedures taken or being considered in removing contamanants from a MGP formerly owned by Chesapeake Utilities or FPU 

Royonitr: Rayoni<r Performance Fibers, LLC. • materials company chat supplies electricity to FPU Etghc Flags' CliP plant is loeattd at the Ra)onier facility Eight Fla11s also sells steam co Rayonter 

ltrtirtmtnl Sa' ings Plan Chcsapul.c Utillhts' qualified 40t(k) reurcment savings plan 

Rt \ oh tr: The unseaared re,.oJ,.mg end at f1t1llt't issued to us by the Lenders 

Rt~hCJ Plan: A pllll designed co protect agoJMI abull\0 or c:o<rci\e tn<O\er tactics that are contrary to the btstJnttreJU ofChesopc~lc Uuhoes scockholdCfs 

Sandpt(><r: Sandptpet Enetg)·. Inc . I \\hoi I) -owned subsidlll} or Chesapeake Uriliries, prmidtn. alanff-butd dostnbuoon R"1ce to eustoo-neu on WO<te>ltt County. Mil} land 

Sonrord Group: FPU and ocher r .. port$1ble porues on' ol'ed "'th the San foo-d en\ or()nmcnw sue 

sco Standord Chotct OtTer, I prosram otT<red b) Columbtl Gu or Ohoo tn \\htch PESCO was selected IS a natural gu supplter pursuant 10 a eompeou\e aueoon 10 S<rVe. pool or C\l.ltorners wnhin 

Columbta Gas cfOh1o's S<rVice territoo-y from April2016chrcuah March 2017 

St:C: Sceuritics and Exchange Commission 

Srnior Nott·s Our unsecured long·tci1TI debt issued pr1marily to insurance companies on various dates 

Sharp: Sharp Energy, tne . Chesapeake Utilities' wholly-owned propane distribUtion subsid1aoy 

Shorpg•s: Sharpgas. Inc . a wbsidoary of Sharp 

Shelf Agrrrment An asreemenc entered tnlo bec,.een Ches•t><•lel)tihties and Prudential pursuant to "h1ch "e may request that Prudential purehase, chrw¥1> Octob<r 7, 2018, up co SISO 0 moll ton of Shelf 

!':otu at a fhtd mtC'tt$1 rate and with a matunry date nOt 10 uc~ twt-nty )"CatS from the date or 1ssuance 

Shtlf /lotcs lnsecurtd senioo- proo-nossory noces that "• may tequest Prudential to pun:hase under the Shelf Ai!fetm<nt 
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Ta2t~ qf l'(!:ntezm 

SICP: 2013 Stock ~nd Incentive Comp<nsation Plan 

SIR: A system 1mprovemem rate adder designed tO fund system expansion costs within the city limits of Ocean City, Motyl and 

Skipjuk: Skipjack, Inc., a wholly·owncd subsidiary of Chesapeake Service Company that owns and leases onice buildings in Delaware and Maryland to afliliates of Chesapeake Utilities 

S& P 500 I ndu: Standard & Poor' s 500 Index. a stock market index based on the market c-apitalizadon of SOO companie-s leading companies 

T£Tt .. P: Texu Eastern Transmission, LP, a:n interstate pipeline interconnected w;th Eastern Shote's pipeline 

Transco: TnmscontinentaJ Gas Pipe Line Company, LLC, an interstate pipeline interconnecte-d with Ea$tetn Shore's pipeline 

Xeron: Xeron, Inc., Chesapc11ke Uulitits' wholly-owned propane and crude oil wholesale marketing subsidiary, based in Houston, Ttxas 

https://www.sec.gov/Archives/edgar/data/19745/000162828017001844/cpk123120161 0- ... 11/20/2017 
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PART I 

Rc:fertnccs in this document to .. Chesapeake." "Chesapeake Uulit1es." the ''Company," "v .. c," ·•us" and "our .. mean Chesapeake Utiliucs Corporation. it.J dh,1sions and/or its wholly-owned .subsid•aries, as 

appropriate in the conte"<t of the disclosure 

Sare Harbor for f o"'ard·Looking Stattmtnts 

Wt makt s~t<m<nts on thos Annual R<peon on Fonn IO.K that do 1101 dar<Cdy Olf o.clusovdy rtlat< to histoncal facu Such stattmcnts ar< "forw2rd·loolong .,.t<m<na" "''thin th< mcanong of th< Pn\lt< 

S«unu<Slougwon Rcfonn Act of 199S On< can l}p!call) odcnufy fOif"'-ard-looLmg stattm<nts b) th• W< offOif"'atd~ookong "ord'- wch as "proj<C1.· ··b<lo<1<." "<'J'<CI, • "anlicip•u•," • intmd," ·plan," 

.. tstimate:,. .. .. conunue ..... poccnua.l ..... forecast .. or ocher .,milar words, or fv1ure or c.ond•tlonal ,tfbs such as .. may," .. \'Iolii,'" "'lhould.,'" .. would"" or .. could .. These sutemenu rtpteStnl our •nrtnoons. plans. 

up«t.auons, usumpuons and beliefs .bout future fin1ncial pcrf"onna.nce, bu!)lntss strat(!O'. ptOJc<tcd plans a.nd obJtcll\>tS Thm slltcmcnu are SUbJeCt to many risks and u.ncfttatnbes In additiOI\ to the 

nsk factor> dtscnbed under '"'" lA. 1/Jsk f(H:tor.l. the following importill1t factors, among oth<rs. could caust actual futur< r<Siolts to doffcr materially from those txprtsS<d in th< forward-lookmg 

statemtnts 
state and redenl lt1£islativc and regulatory initiatives (including deregulation) thlll AfTect cost and inve.5tment recovery. have an impact on rate structures. and affcc1 the speed and the detcree 10 \\<htch 

competition enters lhe electric and natural gas industrh~s. 

the outcomes or rtjulatory, lAX, environmental and lcsaJ mancn. including whether pendins matters are resolved wilhin current estimates and "hcther the eosu associated wilh such tnancrs 11e 

adequately CO\'tfed by an.surancc or recoverable in rates 

the taming or c:cntficauon authonzabons assoaatcd "1th new capital prt;ms 

cMnges m environmenlaland o&Mr la~"S and regulauoru 10 "'hu;h we are subjea and en"·1ronmcnW condiuonsofpropcny that v.c now. or may in the fu1urc, ~n or operate. 

possobl< oncrtastd federal, s~t• and local r<a'Uiauon of the uf<l} of our opcnuont. 
gen<nl «onOifntC condouons. oncluding any pot<nual <ff<cts an>ong from terrOifist auatu and any ho>lihucs Olf othtr t\lcrnal fattOifs over "'hich ,.. haH no control, 

industria!, commercial and residential growth or contracuon 1n our markets or ~rvice terri ton~. 

the we-ather and other natural phenomena, includmg the economic. operational and other effects of hurricanes. ice stonns and olhcr dama,ttmlt weather events. 

the timing and extent of changes in commodity prices and interest rates; 
the ability to establish and maintain new key supply sources. 
the effect or spot. forward and future mar~ct prices on our v1rious energy businesses. 

the <ff«t or tompcuuon on our busintsS<S; 
the capua1·1ntcn$lve naauu: of our rtgulatN tnergy buSintlSCS 

th< e-<t<nt of our sute<sson conn«ting nal\lral gas and dcctnc supplo<S to tnnsmossoon systtms ••cl in t<panclong natural gas and <l«onc marktu 

lh< abilil} to consttu<:t facthtits at or b<IO\' tsumated CO>ts, 

the crNit\\orth•nus or counterpanies '"ith '"h1ch "tare tnpgt'd in uansacuons. 

the rt.sulu offinanc•na cfTo~ including our ab1l11y 10 obtaan financing oo fa"'onb1c term~ \\h.ich can be atTwed by vattous faCiors, mcluding crtdu 111Jngs and general econocruc cond1uon~ 

the ability 10 succcnfully execute, manage and mtcgratc merger. acquisition or d•ves1Hure plans, regulatory Of other lunuauons imposed as a rc:suh of a merjlcr, acquisiuon or di'r'es:uture, and the 

$Uccess of the busincn following a mer~er, acquisition or divestiture, 
the impact on our coits and funding obligations. under our pension and other p05t retirement benefi t plans. or potential downturns in the financial mar" cu. lower discount rates, ftnd costs associaacd 

" ; th the Pati<nt Prot«~ on and Affordable Cart Act, 
the ability to contonu<tO horc. U11in and rctaon appropriat<Jy qualified p<tSO<tnel. 

the cffe<t of occountons pronouncements .. sued pcnodocally by accounting mndard-sttton!l bodi<S, 

the bmtng and wttts.s of technolog~c&l imprO\ cmcnu 

risks related to C) bu·altacks or qbcr-tenonsm thai could d1srupt our bw.tntss optrauons or result 1n fat lure or infonnauon tce:hnolog)-systems. and 

lhe impact of sagn1fica.nt changes to current ta.:< regulattOI'IJ and rate.s 

Chcsapc•k• Utohucs Corporauon 2016 Form 10-K P111< I 
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ITtM I. 8tJSL~£SS. 

CORPORA T t OVER VI t W 

Chesapeake Utilwes Corponauon os a Delaware: <Cll"pOnllon formed 1n 19~7 We are a dl\ti"Slfoed tnorgy company <ngaged, through our opena11ng div..,ons and sub$id1arits, '" "arious tnergy and oth<r 

busin<Sses Wt <>peril< pnmaril) on the Odmarva Pcn1nsula and 1n Florida. Pennsyl\aniaand Ohio ~nd provide natunol gas d•slnbuuon. tnonsmassion. supply, gathtring. proc<Ssing and marl<Ung. tl«:lllc 

dJSillbution and gentnaUon, propanedosmbuuon, propane and crud< ool~~ohoi61Jt mmttlng, Sltlm gtntnobOI\, and Olh<r <nt'l!Y·Iclated S<:"it<S 

OP£RATL.'-'C SEC\ tESfS 

We operate wnhtn {V.O repon.able segme-nts Regulated EncrH:y and Unregulated Energy The rtmamdtr or our operations ts prtstnttd as .. Other bu.)inc:s.ses and ehm1nauons • 

The following chan shows our pnnctpal busines.s structure by se~ment and other busint.ssts 

Reculated Enerev 

'--MOM~ -O>d,.... •. c.._. .. o-.~ -Chfl~t·U••v .... O•'IWIA 
S.f\3~ 

IJUM 
cn. • ..,_. •. ,Ot4tO.,..iO'o 

"" ''V· fl0¥lCifrllt'l0"'-l-O'I 

ffU·'OI'tt.fr•~o-._. .. 

Unreaulated Enerev 

-­PdMY•ht''$ ....... -WOt'Siwot• .-
IPU., .• , .. 

N~w•O...G~ fll·ou.'"'c,. 
Mtl'\tbflr&.-~ 
.,,~,t t~">.-ltO'fOf'l.o 

"""' fi UI,,rrttf .Jier~(,...,l,s-.-.-.c~ 

The following 13blt sho"s opera11ng income for the y<artnded D«:tmb<r 31. 2016, and total asseu as ofDccembtr 31, 2016, for our operaung segm<niS and o1her busanesscs and eliminauon• 

ltlqltarsmtfteutnltl 

Regulated Energy 
Unregulated Entrgy 
Other businesses IJ\d elimmauons 

Toul 

$ 

0 !M'r• flntl• ru nM! 

69.8SJ 

13.844 

401 

84.0'16 

Tfll.liiA!i'WU 

$ 986,752 

226,368 

16.099 

1.2:9.219 

Chesapeake U11htJu CorpOration 2016 Form IQ.K Pa~e 2 
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lat:ls yl {"rut~ h 

Additional fin.Jncu.t anformauon by bus.intss st-gmtnt is st1 forth in lt~m 1, A4cmt~m~nt '-' Dlx;lbJIOit unJ AllcJ/pu of 1-mdtiC.ItJI ('tNttlltwll ,utJ J<~,u/1\ tif Openuu.Ht, and lltm 8, FllkUtelul Skl/em~nts mJ 
s,ppl~mtlllat) Alla(sce Notes. St•!(mcnl lnfarnkl/1011, In the consoCjdated fmanciaJ StatementS} 

The follo"lnJ! <hans present openllnjjtncome b) 1\pe of <n<rgy delivered and arus S«Ved for the )eat ended Oe<:<rnber ll, ZOII> ""J ••erJK< on-.Stm<nt by l)p< of energy ddivered ~~ 1reu se"ed IS of 
December 31,2016 

RJ:CUATFD ... , tRC\ 

Bt Artl St()(JO. 

Average lnv11tmtnt by Enerqy Delivered and Area Served 1, 1 

... .. ~ 

By Acta ltrvtd 

Rt¥Uiated Eneray IS our llrgest S<J!III<nt .~ coouoSis of (i) our n1rural ps disml>uoon operations on Ddi\\Ut, Mll)lond and flonda, (u) our ele<tne dosmbuuon operations in Flonda, ~ (ui) ow notunl 
gas u-ansmassaon op<r~uons on the Otlmll\a Pcnansula and an Florida All operations in th1s segment art rt&'\alated. as to lhc1r ratu and SCI'\ Itt, by lht PSC" h.a\ingjunsd•ction in ~ch state in wtuch we 
opmte or b) th< FER(' on the CIS< of Eltll<m Shore Our naturolgu a~ electric dismbubon operations 110 IO<Il dostnbuuon ullhu., 1nd genmt< ,.,enuu b1sed on tantT r.tes approved by the PSC of coch 
state 1n \\-hich v.~ operate The PSC"s hi\C also authorized our utdhies 10 negOtiate rates. based on appl"O\ed methodo2oapu, v.1lh custome-rs: that ha\e comptt~uve alternatives Some of our eu~omers tn 
M>l)land 11<. and"'" conunu• to be, ser-ed ,.,th propane throuKh our und..-ground propane dostnbullon S)Sttm under PSC'·•rprO\ed tan IT rat<s unul we complete the c:<>nversion or the S)stem and these 
customers to natural gas The~ customtn are mtludtd 1n che lklma.rva natural gas distnbutlon operation's rcJuhs and eustomer llltlltJcs 

Eastern Shore s<nmtes revenues b1sed upon the FI~RC·approved tariff rJtes Eastern Sh<n ts also authonud by the FERC to negOlllt< rJt<S w11h Its customers above or below the FERC·approved tantT 
r1tes Pcnonwl1 Porehne, our Flond1 ontrastate ptp<hne wbsodi1ry, is subject to regulation by the Florida PSC and hll negoroated contratts ""h custom<rs, oncludong cenain affiliates Our rates are designed 
to prov1dc the: opportun•t)' tO y,cncrale rt\fcnues to ftcO\'Ct all prudendy incurTed oosts and provide a rd\Jm 

Chesapeal• Uulities Corporation 2016 Form IO·K Paj~el 
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Tahh: tlf Co.tll:nh 

on our rate base that is sufficient to pay interest on debt and a reasonable return for our stoc.kholders Each of our utiliucs has a ratt base, which generally consistS of the original cost of the utjlity's plant less 
related accumulated depredation, working capit3J and cenajn other assets Jn certainjuris.diccjons, the rate base may also in dude deferTed income taxliabtlitics and other additions or deductions 

The natural ,gas commodity marke1 for Chesapeake Utilities' Florida division and FPU's Indiantown division i~ deregulated. Accordingly. marketers, rather lhan a Lraditional utility. sc11 na!Ural gas to end·use 
customers in those jurisdictions For all of our olht:r local distribution uti1ities, we have fuel cost recovery mechani sms authorized by lhe PSCs that allow us to periodically adjust fuel rates to retlec1 changes 
in the wholesale cost of natural gas and tlcctrichy and to ensure we recover aH of the cons pl'\.ldtntly incurred in purchasing natural gas and electricity for our cus1omers 

Or~tralwllfll 1/J&t/Jhght" 

The following table presents operating revenues. volumes and the average number of customers by customer class for our natural gas and tle<:U'ic distribution operations for the )'Car ended December 31. 
2016• 

i>clmlln• Fin rid• 
Nalltnl Csu Dbu1h••k>•111 f\'au.,..J c._, Dbrrlbt~tki• w 

0pc."-nllbl Rt'\' UIIIt"J' (in lhmmmll•) 

K.cJI•dcnllal .a9,S.at ~1·1· s JJ,JU J5•t. s 

Ca.nmcn:ud 27,2?.t .n•;. JJ,740 J~"Y. 

lnllu!ltnnl 7,.UD '"• 11,1)~1 28'/. 

().bc::r'" t,.a(l' 1'"1. l ,.U8 l'Y. 

Tol•l0p«.ndlli1 r't'C'turu S.S,H 100% s ,S,:'\64 100% s 

Volum6 (i:n J'Jof.w mmmtl t•YMWU6fqr d4'drlc) 

RC'..&:t!l&ll J,ln .. ~, .. 11% t.&S1.870 7% 

CA~aa• J .... o7,18.& 1,.,. 1,19.t)J(I JJ•;; 

lndunnal ~.032,872 u•J. l!i,l\16,206 w•.t. 

O<l><t , ..,.7 a•.t. _.,. 
Tot.11I VnluteK' 11,7,0,4.~7 too•;; ll,UI,JU IIMI'/• 

A' 'ralt> Nu n\hcr of Cu~tomertl• 

Rr:swlenbl1 66.11$ , .. ;. 68,6 .. 1) 91Y• 

Commeu:11l '·'"' 9"/. 5,629 7% 

ltkiwtn.J 11~ -% l ,liSf l'l. 

O.h'" 
_.,. -% 

T~»l•l A\~:t•JC Clt~lcum·rfli 73.0~1 100'1. 76,11~ HKI•/, 

'"Opc .. 1111@Kf\V!IK"Iio .. ·~,;n!M\:Clilll.,.,;llaicunt.l\cJn:\ctiiK,U..Jcr(O''Cf)R<O\'tfiHO(fud~».t,cM~,IIIUile'f\'CD~ .... Ihcftlll~~tlwft"i,(onfgrb._ll,.llf~t'IW<"\P\)~t6llsudp.l11n.lilloJ .. ~II"'I~'~fptiMIIfou&ll""" 
Go (MftW\ 1f1Mti1Rl .. 1~ !ll)lltebllbllll lllcl~ Cbc.Mf)«h \fllii"C" J)cf:lto\ltt' JftoJ Mw)t..d diY1NOIU Ul a..Uwllii!O S~f"-1 
... nonJ• nl~llflll JbofiJilnbuiMl iiKI~ ~lo:rlllibr.,.t f~dn·••OII. FPU and Fl\J' .. I.nJIIIII\o)'4•d run M~lt ........... 
... A,,,,.,, t~IIMbn ut '-"""!Mt'f'lt.1•bll..;o:rd on '"''Ch""'*'l&h 1\'CI-cc ((If U..e '"' CftdN Dc«mbn Jl. 2016. 

FPU 
[Icc: Irk 

Ohtrihut1t~ll 

46,-a$9 s~ •; • 
.tt,7G.f so •;. 
j ,.a97 .a •;. 

(7..10$) (9)% 

""·':t,c; 100 •;. 

JOJ,6.s.t .f7'1. 

.:W-4 ... Sif 47 ~. 

29,100 5.% 

8,.&.8 .. ,.,. 
"')" 100 .,. 

!4,289 71'.4 

,, .. (M u•t. _.,. 
_.,. 

Jt,M$ 100% 

The following llble presents operating revenues and design day capacity for Eastem Shore for the year ended December 31, 2016 and contracted firm transponation capacity at December 31, 2016· 

Chesapeake U1ili1ies Corporation 2016 Form 10-K Page 4 
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Opnalilll ~ uu~• {Ut ,~~q.,,.,.,/t) 

).oul ch•tnb!Mtoa t:••M('IAIMc-• • llhh•IN' 

'''""'~·n~ ~~t~on•JJal .. tN 

Ci~!~bDat.aalmdt~ 

Odo<r. 

C'oltlnKkd nrm tn••JWlr-.fk•• np.adc~ (m IJt.,tl) 

1.~ dt.•tnb.Jboo P.lftlr-AIC'II • alfllt•tC\1 

(.t)l;al dljtnb4>atton c~l\1c-1 rwn·•O•I••IeJ 

C(lft\lllt:R;Ia) MdtndU.CSI.d 

Total 

lk.4o ~-! aplldl) r .. "'" .. 

Page I I of I 17 

£,ulnn Sh!H'II 

15,476 2'1'>. 
~O)t16 '"'· 
J'.S.H 11 ... 

OJ 1!-> 

S2.'106 '""· 

IUl,'iOl .ntt. 
66,182 2~'1 

o7.YU lY'I 

2.17,007 IOU% 

2H,W1 '~""" 
f~.A.rcown,.. • ..,...,._.._......._ ....... .,....,_rr_~ntn_.._ • ...,..~ot*"..,..__._.. .... ~..u,-w 1 • ....,.,.,._""' .. -.c.......,_., • ..._...,..,._.'".....,'"'.....,_A-tc-c .... ~u ... llf..,..,.,.~ • 
.. ~~~ ........ t_ .. ~u....~~ .... lh-..., •. __ ,.-.,. ......... ~~ ......... d ......... w.l_..ff)._ ......... 

• ore....., N'OCMn ,_ ~ ..._~"''" '-' ..,,.... .t,.,.,....,..,... 
Peninsula Pipeline contnct$ w1th bOth affiliated and non·anihat~d customer$ to pro"ide firm trtnsponation service For the )'ellr ended D«cmber ll. 2016, operat• n~ rc:vc:nues or Peninsula P1pthnt were 

$6 S million, of which $4 S milhon was rtlated to seovice to our aJl1lia1es, FPU and E•t~ht Fllj~S, under conl!1lcts which wtre prt,iously opproved by the Florida PSC Peninsula Pipeline's operating revenues 

from FPU and Eight Flogs are ehmmated against the cost of sales in our consol idated financial infon11ation, however, FPU includes thiS amount in its purchased fuel cost and recovers itlhrough the fuel cost 

recovery mechanism 

t\s of December J I, 2016, our mvt>lmcnts in our regulated ope11uons were as follows $126 I million for Delmarva natural gas d•stribution $290 4 million fo1 Flor1da natural !!IS and electric di•tnbuuon, 

and SIS6 5 mllhon f« naiUralgu U&nsmi.sSion 

!fm!!!a: 
Rt-.·enues from oor rts.1dtnt1al and c.ommt'fciaJ s.ales are aiTc-ctcd by stasonal variations in "'Cather conditions. which. dercclly •nflumce the ,·olume of natural ~~ and etectric.ry sold and deh,_.ered 

Spectfically, custom~ demand subs~anually incrtues during the wan1tr months. when natural gas and tlectric:ity are ustd for huunlt For eltruicuy, CtJs:tomtr demand also increases dunng the summer 

months, when decuicuy IS used for cooling \Ve measure the relative impact of weather by usin~ a degree-day methodology accepttd by the uulity industry Degree--day data IS used to esumate amoun1.s of 

energy required to mn.inta1n comronable indoor 1emperaH1re levels based on each day's average tempc:rtnure Normal heaunj and c:oolm!l dc:~ree-da.ys are ba~d on the moM recent 10-year avrrage 

Our Mal)'land divis.on'J rates ~ncfude a wrather normalb.ation •djustment for residential healing and ~malltr commrrcial hcaung cus1ome:rs A \~rea1he 1 nonnalizadon adjustment i.s a billiny adjustment 

mechamsm (or •decoupled• rate mechanism) thai is. designed to eliminate the e:lfect of de"ia1ions from average seasonal temperatures on uulity net revem1es In 2016, Sandpiper received approvtl from the 

Mal) land PSC to tnc1ude 1n itJ n1es a "eather normali7.auon adjuitment ror residenual heahng and smaller commercial heat1ng CUJtomm S« lkm 8. f.ittt:IIK,W/ Slattmtnn and S11ppkmt'll/luy !>uta (Note 

18, Rntuw'lti}OIIwr Rcs,'"'Uiultil) Attn.,tts, in the consolidated fintncial statements) for more 1nforma1.1on 

W c do n<K current!~ ha~oe any '""f1.lh« oarm.alizatJon ex .. dtcoupltd .. rate: mec:hamsms for our oth« local dasmbution utahhtl 

R~.:l'U!alfla \{altq\ 

The follo"i"K table tdent1fics the !..ey rcgulilory agc:nc1U1nd htghhiJus the most rcc(nt baJe rate proct<'dins information for each or our maJor utilities 

Chesapeake UllliiiC$ Corpon~tion 2016 Form IO·K I'•H• S 
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C'k-<lilflr•"' l.. tili tin . Ot'Mpc:a.._, Utilifit. · 
Or\.t• • n Ohb.iM ftori•b on t .. r. rPU~-.n.rai Cu 

Ck•,..•"' Urllll~~t• -
tl'U(~rrk M •r)IAd Dhl..a.. [anrn stteft S. .. ,;,_r 

~•t.Nt)Ait..,C'.) o.-a.,..,... PSC flcni4• PSC flo.W. PSC rt.M • PSC M•,...t.•4 P~ fl:RC ~b,b.M PSC 

C....! elM ~lrwd•rc s~--.. onn· $.........-.. $-• $w ''""""' ....... $--.. $<..........._.. 

rwt·t- FuD-TIIIW tuU-l..c flolll•ita.: .. ..n.tamc fwii·T- fuii·Ttbk 

'~",... ......... ~-~- (--""'- (lwha.....,.,..Aw-~ Prc:......._.Arr ....... (nibcmaiiJrialA~ 

&xR..wP~w.a: 

l>r'-11nwllkt .. .,,..,.,~ 
toft~~ ......... "'""' ~dau 9Uc:k\l W..lau I~ J.u t.:pto I 4"" IWdot.H 

~IJU04itW••-IIIttdv.llli.a.. ur.tr.uu tni»>""-I::Mf"''iftMC'Oir*-• 111'-'luti'J IV1712~ • !~f!t•U ~·~Jll6 l!llOrf"'.LIIOQI 1212nUI$ 

FJTn:ta\~ d.k Pli"Cfnwwtllt*• Ul.\lli"..OI1 lflol/2010 1/14/!0iu"' tlrlt:•l4 l!Jit:.Jill 1/l'l®ll'" IYII:UI6 

Ra.le 1fti.JUK arpu\-N Sl:Su(OJ s: . .s'6.M Si.%?.•1W S\7W·• oc.• SfH~ OOU uos.ooo~ s-

tMctr...u'c ..!ale ~·f U. Ul.k.'l •l"f''ffl''l'll dw -~~~ •v«menl . "hKh aJ WIIC'd cbc rate. ~Uy appm'Cd tm June 4 !I.JQ<.I 
· ~·c f1kot.ll~"~ ra~ ,_u.:C!t\Janju• fot f~uokm Shttre on Janu." 27, !017 S« IV• ~. Fm;;t~JCrQ/Swl~tnh tAI.SN{'f'lnH.-HkJI)'/Jottt (N~ II. R"'"' •IHJOtM' Rts:wloHrf\ ,4tf1"-ltJI'l, 1ft lhc c:etnwldt(d flr1111Cilllsttl<'n1C!CI~IIJ for meN~ tafOorrOIUilD 

.. Allll~nial'let-tl'< rc,\lln un "'~"''~ 
'The kmunrlhc _.dttftc~llljl~fflM'nlf,lf tM FPU cl~(lll. J.H .. tunretcc.a..c\lollh the Rood. PSCpnmbccJanauthow.Ntt'tumon~t) tllll@~ofYlS tu IllS rtr..:enl \lollhanuJ""f'O'tn4t>f IU lS f"t'ru:tlt llwFP'U cln;trw di\'l"on "-U nut •llllWt\.lto (tlt 
''"a ho-ttuto•n~;tciUCI f"I<M tll ~em~ 201(,, \ll'lluatu 1l&.moJ rC!IwnonC'ip1} feU be~ t!Jc,~c:d raJ-sa. lflbc1Uo.,.od t "C!Wn(l(l~~·tyeu.c:e~ok:J tht•utb.,nt.-lrlll'li" theOffio.-eofdwN-l!OC:OUNdoouWxcl a tilt d.xte»c 
"'Ailu\\CJ J'IIC-tal(. prc•t.ntet~•t ~Jtcorn:cwn 
.., nw te-tma o(thc liJei.'thent 11'k:IU..k rc\'Cn\110 ncucnl t•IH (\" tM (u~ \cat, r~~ ... «t b)' • §Clhcd'ulc of me R!IJIM.:1M'flll tn w.I*'IW=• .. ,een buo.-d Uf"ln !he t'"'~""" 'cJ ~~~ ''' J"'OI"IUW to Mtunl f'-' 911ftnnturll 

' '' addition to the base rate.! approved by the PSCs, cenain of our loeal distribution utilities have additional surcharge mcchAmsms which '~ ere separately approved by their respective PSC. The most notable 
5ureharge mechanisms tnclude Delaware's surcharge to increase I he availability of natural gas in ponions of ea.sttm Suuc:< County, Delaware, Maryland's surcharge designed to recover the costs a.ssoc:iated 
with conversions to natural gaJ and to tmprove infrastntcrure: in Worcester County, Maryland, and Florida's GRlP surtharge dcstgncd tO recover capital and other costs, inclusive or an appropriate return on 
in"esunent. associ21ttd with accclenuny the reJllacement or qualifying distribution mains 

In February. 2017. FPU's el«tric chviswn filed a petition '~1th the Florida PSC, requesting a tcmpOf'ftry sorc.h11rge mechantsm to recoHr cost.s, 1nclush·e of :an appropriate return on investment, usociated 
\\ lth an esscnual reliab1hty and modcrntuuioo project on its elcctric distribution system We are sed ans approval to in ... est approxima1ely SS9 8 mill ton, over a fi"e-)taf period associated wilh th1s prOject 
ln february, 2017, the Office of Pub he Counsc:l•ntcrvencd in thn peuuon The outcome of our peuuon is not kno"'n l t thi.s tune 

See /tent a. 1-utaii(.'I(J/ s,,,,,.,~llb cmJ S11ppltntrnt,IT)" /Jcl/(1 (Noce 18, Ror.-s cuJOIIIer Regula/or} ~kllllflt') in the con.soHdated fintlntJal statc.ments) fot more InformAtion. 

Our notural aas and tltclnc dutnbuuon optrauons and our narural gas triUISmission opontions compttc v.1th othtr fonns of entrgy, •n.:lud1ng od, propane and other SOtlfcts of energy The pnnc•pal 
comprtab'e factors arc pnct and. to alesstr c·"en" accessibiliry Our- natunJ gas distnbution op«atiOM h.a\e $C'\Cral la.rve 1ndustnal cu.stomet'S thai art able to usc- fud odor propane u an ahemau'e to 
natural gu \\·hen odor propane prices dc.ctmc. thesemterrupcible rustomCfS may con\ en 10 an ahem.au'c fuel source co uusfy then fuel requ1rtments and our Ales volumes may d«line To ad.drc:U the 
UftCM.IJftt)' of altrm.IU'e fud pnces~ "C UJt nc'lble pricing anangMttnlS on both the SU:ppl) and safes Sides of 0US buSJnCSS 10 tomfiClC: "llh alttmi\1\'C fuel pnce fluctuaUOOS 

l...&Jgt tndu.stnal natural 111 cus.omers ma)· k able to b)pa.S.S our diStribution and lrl.nsmisston systems and make duce1 connecuons with 'upstrum••ntmta.tc u-ansmi.ssion pape!anl:$ \\hen such connections 
arc cconom•cally ru,.blt Ctrtlln latge •ndu<lnal dtctric cu<lomm ml)' be capable of gcncnoting dwncuy for therr own consumpnon Althoujlh the risk orb)passmg our systems is not coruidered 
~gmfican~ '"c: rn•> adJUlt SCJ\.icts and rttts for thHt customers to retain their bU$tneD: i.n cmain sttualions 

Chcsapea~e Uuhues Cor-pcntion 2016 Fonn IO.K Pllge 6 
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Smm/lt:r. Trtm.\ml\\tOtl anti Sturagl' 

Our Delaware and Mar)' land d1vuions use" their finn lrtnsportauon resources. summarited in the table below, to mee1 1 sjgn,ficant percentage or Lhe1r projected demand requirements They purchase finn 

na1ur1l gaJ 5UppJies 10 meet lhOse projeetc:d reQUII'CtneniO Wllh purchases or base load, da1ly Spot supphcs and Slorage S""'IOC They have bOih firm and 1n1ctrupuble lflnSpoftiUGn scn>ice COnlfiCIS v.11h rour 

1n1ers,.,. "open access" popd~ne compames {EaSitm Shore, Tronsco, Columbia Gas and TETLP) in order 10 mcc1 CUilomtr demand Thm diwibu1ion sys1em os dorccdy in1erconn«ted wuh f>ailctn Shore's 

pipchne, "hoch IS dlfeeth IOitrconnttled '"lh lhe upsueam popehnes orTronsco, Columbo a Gas and TETLP 

\lanland 

(oyntcrnaax 
E.,ICmShort 

Columb11 Gas 
Tnan"o 
TETI.P 

Easu:m Shore 

Col ... bt•Gu 

Troouco 

TETI.P 

\Jnimum P••h brm Traamortatio._ CtPISth 

l.!2ul 
71,779 

10,\IW 

21423 
34,100 

2~.•11 

• 200 

6,1U 

IS,900 

Coaln(( EaoinljOD PAl( 

2017 -202~ 
2017. 2020 

2017 • 2U2K 
2027 

2017.2027 
2017.2019 
2017.2019 

2027 

The O..laware and Maryland divisions also hav< 1he capabili1y co usc propane-air and liquefied nacural ~as peak-shavinM equipmencto •upplement or displace natural ~as purthascs 

Our Delaware and Maryland divisions contract with an unamliated energy marketing and risk mana.Hement company through an asset management agreement to OJ~timize their transponation and storage 

capacity and serure an adequate supply of naruraJ gas Pursuant to the l!$t-1 manageme-nt agreement. the usee manager pays our da\1sions a fee. \\hich our divisions sha1e with their customers The curtt:nt 

asset managtrnent agre<ment <'Pif<J on Mareh 2017 Our O..lawarc and Maryland di•·isions are currently negO<iaung an aJJet management agreement "ilh PESCO and antieipa~e executing a three-) ear 

agreemen1 by lhc end of•he fiflt quantr of2017 The O.,lawarc PSC has appfO\ed PESCO $<n<ong as Asset ~Jan ~Mer 

Sandpoper is a patty to a capac1ty, suppl) and opcraung agrffil\ent ";th EGWIC to purthase propant, "'lh a conuac1 endon~ on Ma) 2019. Sandpopc(s current annual c:ommllmenl IS e•umated at 

appro"mattly 3 4 milhon Kallons Sandpiper has tht opuon to tntC< onto eolher a fi,ed ptr1!allon pnce for some or all or the propane purchases or a market-based pnce utilizing one or "'o loeal propane 

pn01ng ondoces S>ndpoptr also has 2.450 Ots ormuomum daoly firm tmuponation capacll) l\loloble rrom EaSiern Shortlhrou~ controcts e-<ponng on vanous da1cs bet"cen 2017 and 2027 

Our Florida divo>ion has a firm uansporutioo strvice agreement "'"h Gulrs~ream ror firm tnnsponauon capacity of 10,000 Ou:d un11l /-by 2022 Pursuant to a pro~m appro•·ed by the Floroda PSC, lhe 

capacity under this agrttnltnt has b~n released to \lrious 1hird parties. including £'E.SCO Under the terms of these capacity relca..,e agreementi, we are conttn!lently hable to Guffstrcam tfany party that 

aequo red the capacity throu~h rdu,. fails to pay the capac11y ch•'l!• 

FI>U has finn tTllnspoouuon sc"•ice agreemeniS with FGT, Florida Ci ty Gas and Peninsulal'ipchne, ran~in~ from 56,4SS to 97,277 Dts/d The•• agreements <'J>ire on various dates bc1w.cn 2017 and 20JS 

fi)U uses gas marir:ctcrs and producers to procure all of tis KA.S supplies to meet prnjecttd requiremt-niS FPU also uks Jlc:oples Ga.! to provide '"'holc:nle ~aJ nles service in areas far from FPU'$ 

tnterconneetions wnh FCiT 

Eastern Shore hasthrccagreemeniS "'lh Transco for. total or7.292 Otsld of firm daoly storage tnJee!IOII ond "'lhdnl"al cnlldemcniSind total slo<age CIJ'ICII)' or218,003 Ots These agre<ments .,put on 

\Jnous dJ.tes bem«n 201& and :!OZJ Eastun Shore retaJns these finn stonge Krvict) an on:ler 10 prD\ide s"ing transpor1AUon Kl'\t'e and finn storage sen tee 10 CUitomers rcqyesting such Sn'\'tct$ 

FPU currently purchas<> 11> "holcsale eltttricity pnmanly rrom t"o 5Upplie<s, lEA ond Gulr PO"er, under full r<q~~~r<ments conti'IICIS npinng in O..Cember 2017 1nd 2019, I<Spttll>ely The lEA conuact 

pto~oidcs gencwion and transmiSSion SCf\ic~ to nonhtaSI Flonda The Gulf Pov.tr contract prO\Id~ gt'tleration. and ITinJmiJ.Jion $f'r\1Cf' to nonhl4cst Flonda FPU has 1 renewable encrg)' pur,huc 

agreement ''"h llayon1cr to purchase ben•ccn I 7 MWII and J 0 MWH of eltttrici1y annually throu~ 2036 FPU also has an asrc.:mcnt to purchase up to 20 M\\'H or electnclly rrom ns affiliate, Elght 

Hags The elecuicity purchased from Rayonicr and Eighl Fla~ strvcs a pottion of FPU's elcctnc dos1nbuuon customer>' base load 1n nonheuc Flond• 

Chesapeake Uuliues C01poration 2016 Fonu 10-K Page 7 
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UNR£CULA TED [ NERC: V 

Our Unregulated Enerll)' ~l!Jnent provides (i) propane dosmbuuon, (ii) propane and cntde atl wholtnle marketing, (iii) natural gas markeung, (iv) unregulat<d natural gas supply, gatheri ng and prOCC$>1ng, 

(v) dt'CU'iciry and stam ac-ntrtuon. and (\'i) ochtr unregulattd tfttrK)··rdate:d Strvicts to customers Rc:,·tnues gtntrated from thiS stjmtnt are not subject to any ftdttal, .state or local pricin¥, ~gulahons 

Our buSinesses 1n thiS S<gment l) p1t.~ll)· complement our regulated energy businesses based on the productS and S<Mees they sell 

l'ropOJtr lh\tnhfiiH"' 

Our propane dostnbut•on operauons sdl propane pnmanly to residenual, eomm<reialfonduJCnal and "holesale customers 1n O.l&~•are, M&r) land. Virgmia and southeasl<m Pennsylvoma. through Sharp and 

Sharpgas, and in Flonda through FPU and flo-gas Many or Otll propane distribution customers are "bulk ddl\ery·· customers We make deliveries or propane to the bulk delivuy customers a. needed, 

bued on the le,·el or propane rtma1n1ng 1n the rank located 11 the customer's premises We invoice and record revenues for our bull dehvtty Rl"\-ice cu.Jtomcrs at the time or dchvery, rathtr I han upoo 

customers" acruAI usage, stnte tht eustomtrs typttally own the propane gas in the 1ank3 on thetr prtmtses We also ha~we unt.ler~round propane dtstributton systems serving various ndHhborhoocb and 

communities, Such cus.omen are billed monthly based on aecual consumJJtion. which ts measured by meters inscalled on thetr premises In Aorida, we also offer metered propane distribution S('rvic:e to 

rcsidenlial and <:ommercial customers. We read the meters on ~uch customers1 'anks and bill the cu.stonu:rs once a month 

Pmtl(m~ Dutnhurmn .. Oa·refuH/Jl•l Hli:hligJu, 

For the )e&r ended O.eember 31, 2016. operating revenues. volumes sold and average number orc:ustomel1 by cuSiomer class ror out O.lmarva Peninsula and Pcnnsrlvania and Aorida rropanc d•scnbuuon 

opmuons \\'t'~ as follows 

Opc:n ri•1 R.-, raoan (i.ltllr-:uu wbj 

RnaJrnr~l""'-iil. 

R.niJcnt .. t DWkfN 

Comrnn.:uaJ hull 

ve~ • ..,.'"' fia tlt.,.V~~JJ ~1-'l.uvJ 

itt-'fiokntLIIk&l .. 

R~·~nfl-41 me141td 

Comm .. ·h:ltJ hullr. 

R~t .. lkillo. 

Re:.loknll•l n'k-taN 

C.mmK.'t"CIIIt-.ul\. 

Cttmmc:t~l•l n1"l~ 

., .. 

Tol».. Aun&.f' ('a, tlni!Wn tiC #.S4 

CJralr.IIDf ""'"ft!Wt: h 'Qbn-"" ...-ws •~.h.-de- n."\'Cft.IC'' t~ u.,.omer kn&Jt' rroiJMW. ddr\~. """)IX anrJ ·~ f«ll,lbd .a.tw rn--.• 

•~t.,n~~ ...... .,ot .. ~ ,.,.t...toal~d\~•'C'r"f"Cflllthe\c..ctwJN~JI.!OI6 

floNo 

S,Hl 

4,6()2 

4.lS4 

I ,YU 

7.16 

.161 

IOU% I 11.3~) -----
ll% _.,. 
..... 
"" 

''"'"" 

-% 

1111 

917 

1.3 11 

3H 

K .. 

6211 

S.Yl8 

6.1';(j 

·no 
m 

6 

16)1") 

""· 11% 

2~% 

II% 

..... 
! .... 

lOti% 

ll'<o 

IS.,~ 

17!> 

ll% 
,,.,, 
_,., 

tU<"" 

'I% 

"" 
M·t ... _,. 

tu:~ 
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Ppttotk' /}HffllmfltHt- Ctmterlllum 

We compete "'"h sc.cnl Olh<r p<opanc dtstnbuton 1n our gcosnaphtc markets, pnmanly on the buis of pri~ and scni« 0\sr competiiM acncnll)· include local oudeu of nauonal dauibutou and local 

inde~nd~t dutnbutOt'S. \\hOSt pro~imll) to a~.stomers cnta.ls l~er costs 10 prO\idt sm:tce As an energy source. propane- comptets "-1lh horne heo~ung oel and electricity, '''hich are typ1cally more 

expensi\t (ba)td on eqtn\-alt:nt unit ofhtat value) Smce natural gu ha.s historically betn less t'<pensive than propane. propane is generally not dutnbuted in ,y;eotV~phic areas sen.·ed by natural ¥a.J pipelines 

or distribution ,ystems 

l'roaonr /)t,uthmum- S~~tmlu•_, Trtm,oorrotum mnl Swrm•r 

We purchasc rropane for our prorane dts1.nbution operations pnmanly from suppliers. 1ncludmg maJor od comramc;, and independent produccu of natunl gas liquids Although supplies of propane (rom 

these and Olhcr SOUtCCS arc gcncraJiy rcadtly a•lllablc for purthaJe, txtremc market condlbC<IS, such as signtficant 0UC1Uations in "Cath<t, clOSing of rtfinet'iCS and dt$1\iptiC<IIn SUppl) Chains, tould result in 

a rtducuon 1n au.1l~lc supplie-s 

Propane: is transported by trucls and nulroad cars from rtfintnts, nan.1raJ gas proccs.sing plants or ptpeline ctrm1nals to bulk propane stora1c facilitJc-s thJt 'f't ou.n en Dc.laware, Maryland. PMn.sylvania, 

Vir1:1,inia and Florida These bulk storage facdeucs have an aggrtgate capacuy or approximately 6 2 million gallons We then dclivu propane from these ston.ge fae1htic.s by truck to tanks located on our 

customers' premises 

Prnt1fmr n,,,rthuuqu Wt•alhu 

Rc,·c:nues from our propa.ne distributJon salt'S activitin are a.fTect~ by seasonal variatJonJ en tt:mperat.u.rt and \\Citht.t conditions Wtathtr condruons and then sC\imty d1rectl)' rnfluence the ,·o!umc: of 

propane used by our metetcd cunomcrs or $Old and ddiv<red to our bulk c:ustomm, ,.,til demand maeasins substanually during the 101nl<r montlls "hen propane 11 used for hcabog Sumtned "armcr·than­

normalttmpenturu \\Ill tend to ~uee propane u.se. \\hilt su\taJned coldtr·th.an~nonnaJ tc:mpuarurn \\ill tend to •ncre-astconsumption 

l'mnqnt ansi Crudr 011 W1,,/plllt• A furAs11!11L' 

Xcron lnldc.s in shon.-term natural gas liquids and crude oil forward and fu tures contracts on the lmerContinentaiE:<change, Inc Xeron settles its purchases and s1•lc:s financially. without Ulkin8 physical 

delivery of the prop&ne or crude oil The lc.·cland profitability of the propane and crude 011 wholesale ,,.din8 activny are affected by both propane and crude oil wholualc price volatility and liquidity in the 

"'hole sale mar~et At Dcccmb<r 31 , 2016, Xeron did not ha" any open furores or forward contracts 

, \.(tluml tim 1\/arhtmy 

\\' e prO\IdC natural gas supply and suppl) manog<rncnl sm •«> through PESCO to re>~dcnual, commercial, 1ndustnal and wholesale customm PESCO op<ral<1 pnmanly in Aonda, on tile O.,lmarva 

Peninsula, and 1n Oh10 In 2016, PESCO had operating rt\enucs or SSS 0 million in AondJ, $1 S 7 million from cu>tomeu located on the O.,lma"a Peninsula, S9 I mtlhon from customers louted 1n Oh1o, 

and Sll 9 milhon from customers located in other .statt.s PESCO compett.s •.~o~th rc~ulated utshut:s and other unr~gulated third-pany m11rleters to sell natural ga.s supplies dtrectly to commtrc1aJ and 

indusuial customers through competitively-priced contracts I'ESCO does not currently own or ope-rate any ntuural gas lrtnsmission or distribution assets. The ~a.s that PESCO sells is delivered to retail or 

wholesale customtrs through affiliated and non-affiliated local di~tribution company systems and transmission 1,ipehncs PESCO bills 111 customers direcdy 01 throo!£h the billing service) or the reguJated 

uulit.its that dcli"cr the ~as PESCO is currently n("gotialiny, an asset management lij:rt:emcnt with our Delaware and Mal)·land divisions and anucipates C'\;ecuting 1lhrce-year agr«mcnl b)' tht end of the 

first quarter or2017 

In Janu•ry ~0 16. PESCO cn<<red •nto a SCO supplt<r agr«:ment "'th Columbia Gas ofOh•o to pJO\;de natural gl> >upply for one or •ulocol diStnbuboo custom« pools PESCO also assumed the obligauon 

to Slore natural gas in~cnlory to .. Mry 11> obligauons under the SCO s.upplicr agreement, \\htch tcnninatcs on March 31, 2017 

In conjuncuon "'th the SCO supplier agr«:men<. PESCO entered into natunl gas futures con<racu during the <eeond quan<r or 2016 tn order 10 protect iu narural gas 1n-.ntory agamst mari.ct price 

nuctuations The contracts expire •n March J I, 2017 We •n•ually accounted for these contracts as fair value hcdgu "ith any ineffeeuvt poo1on being reponed d~rccdy in camin11• and ofTsct by any 

associated g•in (loss) on the inventory value being hedged During the third quaner or 2016, we de-designated the hedges as they were no longer deemed 10 be highly effectiVe We are now accounting for 

them as dc11vatives on a mark-to-market basis, with the change in fair value reOected as unrealized gain (loss) in eurrcnl p<riod earnings, and these are no longer offset by &ny usociatcd ga•n (loss) in the 

value o(<hetn•entory pr<Viously hedged 

Chesapeake UulibeJ Corpora boo 2016 Form 10-K Page 9 
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f.t~ls vr < (l!!hi'lf ' 

l •urn'11/qtfi1Nwural <;a, lntwrrus rurt Srf'\lts(\ 

Aspirt Enttll) is an unregulated natural gas infruuucture company !hot owns appro•imatel) 2,600 mdes of ptpdtne S)Stttns tn 40 countte• throughout Ohto The maJont)' of Aipue Enerll)''s ma'l!lo IS 
dem ed from lortl!•term supply agreemenu "oth Columbia Gu or Ohio and CGC, which togethet S<l'e more than 20,000 end-use customm ASptre Energy pnmanly soun:es gas from 300 convcnoonal 
productrs and aloo pr.,.tdes gath<nns and procesSing «rvoces"' thattt can m .. nwn (j\lality and retoabtluy for ttJ \\holesalc markcu 

For thet\\ei\O·months period ended Ooeember 3 I. 2016, Aiptrc Enefll)'S operating I'C\enuu and deliHnes b) customer type,...., as foiiO"s 

Supply to Columbta Gas ofOhoo 

Supply to CGC 
Supply to Marketers· atlihated 
Supply to Matketm ·unaffiliated 

Other (oncludong natural gas gath<nnJI and procusing) 

Total 

f.u;hl/·h•~' 

0pt"r•tin& n' tnuu: 
(m thclllulllt.l\} 

9,429 

8,037 

3,54~ 

l,llO 
2,313 

26,553 

Ot1i,C'riH 

(mDIJ} 

2,197 

1,238 

1,604 
1,266 
1,797 

8,102 

Eot;ht Fl•gs provides electncity and steam generatton services throut;h its CHP plant located on Amelia Island, Florida The construction of the \11P plant wu completed in June 2016. The CI1P plan~ whtch 
consists of a natural·gu·fir<d turbone and moeoated electric generator, produces approximatcly 20 MWII of base load power and includes a heat recovery steam generator capable of providing 
approxtmately 7S,OOO pounds per hour of residual steam In June 2016, Eight Flags began selling power generated from the Cl II' pl•nt to FPU pursuant to a 20-year power purchase agreement for 
distributron to iUJCIIIII electric custom en In July 2016, It also started selling steam to Rayonier pursuantro a sepnratc 20-yc:ar contrnct The Cl ll' plant is powered by natttnll gas uansponed by FPU rhrough 
its di•tribution S)Stem OIJringthe second half of2016, Eit;ht Flags generated $7,0 million in operating revenues from the sale of elcctnchy to FPU and Sl 3 null ion from the sale of Steam to Rayonier. 

OtllfC l .rtlffl'tdnts•si!•.J~t'rr,:lo.Rrlms•«l HU\Il'f\ W\ 

FPU sells enorgy·related merchandise •n Florida Opcrnung revenues in 2016 from these otherunr<gulated busonesses rotalcd S2 8 milloO<t 

OTHER BLSiro-Wl.SA:"O ELIMI~ATIOS.S 

~ 
Other bus.n'lcsses and ehmtnatton~ consans primarily or other Unttb'Uiated subsid1arit-s,. ancludang Sk.ipj1cl ltld ESRE. that own real estate ltastd to affiliiltes, ehminations or mlcr·segmcnt rc:•oenue and 
ccrurn unallocated corponte com "'hich ore not drrccdy ottributable to a spccrfic busoness unit SkipJaCk and ESRE own and lease office buoldont;s on Delaware and Maryland to dl\t$1onS and other 
sub.sadiarin ofChtsaptalr.e Utihbts Set Item 8, PmtuK.:Jol Stmtmrlllt tmJ S~tppl~nwni..U)·f)uto ("'Sote S. Mgmrnt/uformd/IUII, '" tht consol1d&1td financial SLtu:mtnts) ror more infonnanon 

Pna< to September 30. 2014, our busin<>s oncluded a thord segment, "Othet." which consisted primaril) of Bra' ePoont, our former od,·•nced tnformauon str\ ocn subsidrary 

\\'e arc JUbJ«t to fed«al, state and local la~"'i and reg.u1auons go,cnung environmental quaJiC)· and poUuuon control These laws and re-lCUllbOM requ1rc uJ to r~tmO\C or remcdiatc the effect oa the 
cn\lronmcnt or the disposal or relusc of specified substanus at current and former op«ating sHes We have p1111cipatcd in lht lft\o-etugation, auc'""'ent or rnncdiation. and ha,·c exposures at seven former 
\IGP SII<S 
For addiiJonal 1nformauon on each s.~tc rtfer to lt~m I . Fmanc~t~l Slotc>mtttiS anJ Supplc>nttllfUI)· /Juto (s-ec Na.c 19. DllJrYtjm~ntnl CriiPimllmtnb aud CommgtncltS in the coruolldattd financiaJ 
statements) 

t:MPLO\ [J!.l> 
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As of December 3 i, 2016, we had a total of 903 employees, 117 or whom are union employees ceprcscnttd by two labor unions the lntcmatjonal nrotherhood of Elecuical Workers and Commercial 
Workers Union. The collett1ve bargaining agreements with these labor unions expire in 2019 

!:XF.CifTIVF. O FFICERS 

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 repon. 

~•me ~ ~P~··~It~I·~·-----------------------------------------------------------------------------------------------------------------
Michael P 58 President (March 2010- present) 
McMasters Chief E.•ttutive Officer (Januasy 2011 - present) 

Director (March 2010 - present) 

Beth W 
Cooper 

Elaine B 
Bittner 

Stephen C. 
Thompson 

Jeffry M 
Householder 

James F 
Moriany 

Exttutive Vice !'resident (September 2008- February 201 0) 
Chief Operating Officer (September 2008 ·December 2010) 
Chief Financial Officcr(Janual)' 1997 - September 2008) 

Mr.lv!cMa.\ltrs tlfJO prew()u.\l)' SeT\'t.-'d df s~nior Vwt' Prrt.\'itlelll, Vitt• Pre.sul.tlll, 1"r~oo·llr<r. Dm:ctor (if Accomumg cmJ RotrJ (md Controller. 

50 Senior Vice President (September 2008 - present) 
Chief Financial Officer (September 2008 -present) 

47 

56 

59 

59 

Assistant Secretary (March 20 I 5-present) Corporate Secreta!)' (June 2005 -March 2015) 
Vice President (June 2005 • September 2008) 
Treasurer (Man:h 2003- May 2012) 

Ahl. CcN>per ab.o prt'l-'IOIIS~)' s~rvetl a.'! A.\',\1.\ftmt Viu Pnsidflll, A~i:SUml Tr~asur~r. Dirtctor of lnrerua/ AudttanJ Dirtc/Or ofStrall•JtiC Plamung. 

Senior Vice President of Strategic Development (May 2013 - present} 
ChiefOp.rating Officer- Sharp, Aspire Energy, PESCO and Xeron (May 2014 - Present} 
Vice President of Strategic Development (June 2010 - M•y 2013} 
Vice Presiden~ Eastern Shore (May 2005 ·June 2010) 
Af.r. Hiltner aL,·o pr~l·JOu.d)' s~rwd as Dm:ci(JT {if Easte?rn Shore, Director cifCIIMt)mt•r Sen·iceJ' and Rt•J:ulat(JI')I AffuJrljor Eastt:m Shore Olltl DiretiQI' of £uwronmenta/ AffmrJ' and l:)wirt 

Seni<>r Vice President (September 2004 • present} 
Presiden~ Eastern Shore (January 1997- pr.sent) 
Vice President (May 1997 ·September 2004) 

Afr /1~tmtp~on tlf.\OfJNl'lfm.,Jy .wnvtl as /)mlctar of Gas Supplytuu/ A•larkelingjor E'AJNm Short>, S"JH!flllltmdt.•m ojf:OM(•rn Short• auJ Rcgmnul Mtmagvr for Plorida dtstribulttNt upualt 

Pn:sidcnt of Florida Public Utilities cmnp>ny (June 2010 ·present) 

Prmr w Jlmung Clw.\ll{NUkf Unlm~:.\, A1r. Jim1st:holder otwrat~J a etm.mllmg pracnce that provJdfd lnwne,,.,. devt~lopmt'ul tMd rtgulatory s&:n'ICt'S 10 lllilillt'.''· propcme r<Jaih.•r,, aml mJust 

Senior Vice President (l:ffeetive February 20 17) General Counsel & Corporate Secretary (March 201 S - present) Vice President (March 201 5- February 

2011) 
Prior 10 JOiuinx ('l,eJapualr.t Uu/ltits, Air. A1tH'U.rl) li'W a /'orl/~er ar h>ekt! /.ord til) (lnd Fulbr1glu & Jmww.~kl. 1 ... 

IJ.C. 

1\ VAII.~ABLE INfOR.\1ATIO:r\ AND CORPORATE COVf.R.."'JANCE OOC'UM&f'ITS 
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r fhl~,; of (_ (!!11\.'0~ ... 

Our Annual Rcpons on Form IO.K, Quancrly Report< on Form 10-Q, Current Repons on Form 8· K and oth<r rep<>ru and amendments 10 these rcpons that \\C llle wilh 0< furnish 10 the SEC arc availoblc 

free of charge at the st:c \\<tbsite IIIIJ>. )nnt'.~i"t'.xm and 1u our wcbsue. h w 11 .l.:hpk.,·om, a.s soon as teasonabty practicable -f\er we electronically file these rtporu with. or fum ish these re1>0ru to the SEC 

The conuent oflh1s \\tbsate is not p.an of this rcpon 

In addation, the follo"1ng docummt.s are available fr« of charge on our website, w 'M·~ .,hpk ttiiH 

Busoness Code of Elh1U and Condua apphcable 10 all empiO)ecs, oOicm and directors, 
Code of Elh1cs for hnanc1al Officers 
Corponte GO\emance: Gu1dehnes, 

Ch>ners for the Audll Comm111cc, Compen.sanon Comm111ee and Corporote Go-.m•nce Commin"" oflhe Board ofD1re<1011 and 

Corporate Go"' em a nee OuJde.hnt'S on DarKtor Independence 

Any of these rcporu or documenu may also be obtained by wn11nH 10 Corporate Secretary, c/o Chesapeake Utilities Corporauon, 909 S1lver Lake Boulevard, Dover, DE 19904 

C~.RTIPICATIONTOTII£ NVS•; 

OurChiefE.xccutl\e omcer ecru lied tolhe llo'VSE on May 12,2016 tha~ as of that date, he was unawJte of any 'iolaoon by Chesapcale Utilities oflhe 1\.'VSE' s COip<>rlle g<>'emancelisung 51&ndards 

IT~IIA. RJSK I' ACTORS. 

The foll~ing os a diSCUUion of lhe pnmory factO<S lhll may atTe<1 lhe opcrauoos 1nd.0< linanaal performance of our reHUlatcd and unr<HUiatcd bu11nesscs Refer to the SC<tion <nulled lt<m ; , 

AIOJKJJfffTtent:, Dn.cu' ''tJI' w~c.l ATKJtu1s of FmancNJI Ct111<f111on tllld Result.; of Opera1101o or lh1s report for an add1Uonaf d1scu.won of these and ocher rcl"td factors that affrc1 our optl'IUons and or 

financial performance 

f !NANCJAI RIS KS 

lmtt1bUity nntl ,•olllfility in '''" finuntinl 11wrkns cttuM nrliltl•·,.l)• imp11c.t our ubi/if)• to IICU~j t ttpiwl tit tomp~litil·~ r11lr.>, li lrir lr co11ld ajfu t our abilif)' to inyJit m t nf our strtlftgi<· phm, undt rtnl..t 

imprOl'ttt~nrs and nfllk' otlrt r inl'(')ln~nts u q11irt d for our f uturr grot~•th. 

Our business SltaleJ!) 1ncludcs 1he conunucd pursllll of wowth, both ~ieally and through acqu151Uons To 1he e"entlhat we do not g<ncrate $Ullici<n1 cash flow from operations, ~<e may incur add1Uonal 

1nckbtedness 10 fina.ncc our grQ\.\tb We rei) on acctSs 10 bolh shon-term and long-term capn.al mar\rts as a significant source of hquidul for capnaJ rtquu~cnt.s not s.ahsfied by the cash flo~• from our 

OpmDon! 

In adduion. our ability to obllan adequate and cost--cfTcth"e capital depends on ourc:red1t ra11n,¥s. ~h1ch arc weatJ) affected b) our financial pcrfotm:tnc.e and the l•qt~~dU)' of financial mar~tts A dc"nJJide 

in our current c-redll ratlftNi could adnrwly a.ITe-ct our access to capital markcu. as well IJ our cent of capital lf wt art not able to access capual at com~uu~o·e ntu, cur abil1ty to implement our stnttgzc 

plan, undenake 1mpro~rtmcmu and make other mvestmcn1s rtquucd for our future w-owth may be limited 

o,, tnergy lllllrk~til'ft .Hthlhlit~ric., 11rt expostd w ,ulfktl ri~~·.s bt)'OtUI our co~ttrnl, 1t~hh'h t•tmltl mlvtntly tif/ect mu fln11n ri11l rn ults 111111 ct~pillll r~q,iuml!nl" 

Our cnrrgy marl.cuns sub"id1aries are subject to market risk$ btyond our control, mcludiny markelliquidity and commodity price \lolaulu) Although"~ main111n risk mana,gem~nt polities, we may not be 

1ble to otT set completely lhe pnc~ rul associated \\11h •olanle eo~nmodity prices, whtch could lead to •olatility m earnlnH$ l'h)StCal 1tad1ng also has price t~sk on 1ny net open posiuons 11 the end of each 

lfading day, JS "ell JS 'olanluy rtsulung from (i) intn-dav fluctuauons of natural gas 1ncl:or prop&~~e prices, and (ii) dllly pnce mO\emcniS bel\•ccn the ume n11utal s-s and 'O< prOpane is purchased or sold 

for furu.rc ddi~oO') and t.he ume the related purcha.se or Ale 11 e-conomically hedged The detmnm1.Uon of our- ntt open pos~uon 11lhc e-nd of any ttadznJ day requzru u.s to mal.e assumpUonJ u to future 

Cltcumstan«>, includins 1he use of naiUtal ps and. or propane b) our customers in rdauon 10 1nUc1p01cd market pos111ons Oec:ouselhe pncc risk assoc11tcd wllh an)· net open posorloo 11 the end of such day 

may ancreue if che u.sumpuons are not rmized. "e rt'\ltew these auumpuons daily Net open positions ma) mcrcue \oi&IJIUy '"our linanc1al condanon or resuh.s of operauons if marl.~t pnc:n mO\e 1n 1 

signalicantly fl\orablt or unfavcrab1t manner. because the chtn&CJ 1n fair value of trldmg conuacu are immediat~ly rccc>gnt.(td as profiu or l~s for financial aec:oonung purpoK.s Tlu' \'Oiauhty ma)' 

occur. wuh a resulung 1ncrea'e or decrease in tammgs or losses. ev~ though the cxp«ted profit mqin is essentially unchan~N from the date the ttansacuon.s "tft consummated 
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Our energy uutrkttittg ~ub.Jitliuri~.f lire e:~pO!It!fl tt> (Tl't/lt ri\k fif thr.ir cuunurpunies. 

Our energy marketing subs1dianes C'<lcnd credit 10 counterpan1es a.nd continuaJiy monitor and manage colltetions aggressively Each of thest subsidiarit) u t'Cposed to the risk that it may not be able co 

coUett amounu 0" ed to It If the count~rty to such a tranuctaon fails to perform, and any underlying collateral is inadequate, "e could experience financial losses, "hich wouJd negativtly 1m pact our 

resuhs of opcrlliOn5 

0Hr l!lfL'KJ' nwrA"mt lulnidittri~s urt d~JN!ndtnlllpon tift ••wllulnlit)' of cniillo SNunsfull)' UJHrate tlleir b.uint!uo. 

Our en<rl!) marl.eting subJidiana are dependent upon the a•aolabohty of credit to bu) propane and notural gas for resale or to tilde If financial marl.ct condouons de<! one generally, or the financial condo bon 

of these subsidiancs or of our Company declines, then the CO>t of credot avadable to these subsidoanc> could increase If credotos not avOJioble, or if credotos mort costly, our results of operations, cash Oows 

and financial cond1t1on ma) be adversely afT~ed 

Fluct,utiuns In proptmt J:tl,\ prit•tJ' cuult/ Jrexutil'tly tt/ltt•t "~''ldt~ ur op~rrtti01u. 

To compensate for fluctumtions in propane gas prices. ''e adjust our propane selling pnccs to the C'<tcnt a11o"'ed by the market There can bt no assurance, however. thai \\C will be able to increase propane 

sales prices sufficiently to compconsatc fully for such fluctuiiJOOJ 1n the cost of propane gas to UJ If "'e are unable to increase propane sales pnces sufficitndy to comptn.sate fully for such flucJuatJons, our 

umongs could be negauvdy afTec1cd. "'hich would ad• crscly 1mp.tct our results of operations 

If l't't faH to ~onrpl)' tntlr OMr dtbt CO\'Oflllfl oblilotiolf\., .. ~t ~o~t~ld LqJttklf€t •th·tn~ jil'foMilll tonMfMOJ€tJ tAut tou/J •fftn lHir liqui.Jil)• and ubilil] to b.orroN~/fltt.b. 

Our long·tmn debt obhsatoons, the R.-·ol"r and our cornmottcd short·lerm lints of credJt c011taon financialco-'Onants relared 10 debHo-<lJ»tal ratios ond onttrest-co-cragc rauos Fo!lure tO comply"'"" In) 

of these co~cnants could result on an event of default"' hoch, rf not cured or waived, could result on the acceleration of outstandon¥ debt obligauons. a downgrade rn our (redot raung or the onaboloty tO bo<Tow 

under cenain credit 88fttmenl$ Any such acceleration could cau.se a material adverse change 1n our financ1aJ condnion 

An increu.,·c- ;n inttrt~t rllfts m11y IUivtrstly iif/tcl our rtlults tif opuutltm.f ilhJ cr1.~·1t flows. 

An increase in interest ratc:s. \\1thout lhe r~ovtl)' or the hit;her cost or debt in the sales ancVor transpona1ion rates we charge our mifity customers, could adversely antct future earnings An increase in 

shon-tctm interest rates could ncgetively affect our rcsulu of operations. which depend on shon-tenn lines of credit to finance accounts receivable and storage HIS Inventories and to temporanly finance 

tapotal ~•pcndoturos Refncncc should be made to lm• 7A. Qualllllalll't anJQualtt.JIIIV! DtwltHNft> About Afarktt Rl.<k for addotoonalonformation 

C11"rnt markn cond#i01u ~u11/d aJ•vn~ly imputl tlrt utur" un plan uu(!tJ for our fH!IUIOit plunt.. wJrklr ""'J' r~uiu sittufirunt t~dduionul [11ndint. 

Our pcnsoon plans arc closed 10 n.-. <rnployttS, and the future bcncfiu IT< frozen The cosu or providong benefits and related fundon11 rcquor<rnenu of these plans art subJect to changes in the mar~et •alue 

of the assets that fund the plans and the discount l"'tts uStd to esumate che pen.sion. bt:ntfit obhjtauons The 1\Jnded StJn.a of the plans and the rdated costs ~fleeced an our financial statements art arT'ec:ttd by 

' ·anous factors that are subJ«I to an 1nherent degree or uncenamty. parucularly in 1he cuntnt e..:onomie en"i.ronment Future lossts of asst-t vaJue.s and funhcr decline.s '" d1scrunt rates ma" ne«uuate 

accelerated fundm~ of the plans an the future to meet minimum ftderal government requarements as \\'til as hi~her pension txpense to be r~rded in future years Adverse changes in the asset valuts and 

benefit obligations of our pcn;ion plans may require us to rtcOfd higher ptnsion t.Xpense and fund obligauons earlier than ori¥inally planntd. which would have an adverse impact on cur cash flows from 

operarions, decrease borrowing capacity and increase inrercs1 c~pC"nse 

OPERAIIOi'AL RI'\KS 

w~ ur~ Jep~ndntt upon t'OnJofruC'titJn of n~ Jur-ilitld to ;upfHH1fwtur~ xroM11t. in ~untinxs '" our nuturulta.f und ~l«triC' durributhllf unJ natu~Y~Iga.t trlllf\ltJi,;ion opo11.rions. 

Construction orne\\ racihues rcquutd 10 support future J'OWth IS SUbjtcllO \'l.riOUS nosuJatory a.nd dt\elopmt"ntal ris:h. includmJ but noc limitt-d to (i) our ablht) to obc.ain timely cemfit'11t authonnt.aon.s. 

neussary apprO\'al.s and pe"rmu.s from regulatory agenc1es and on t~.s th.at are accept1ble to us. (ii) potentiaJ changes in (edml, slite and loc.aJ statutes and regulations, includtng tn\'uonm~t&l 

requtrements. thai prt1o·ent a prOjtct from proceeding or 1nc:rease the anuclpated cost of the pro:itct, (iii) tnability to acquire nihu..of·w"Jy or lAnd rights on 1 t•mely bas•s on terms thal are acce-ptable to us, 

(ov) lack of anticop31cd futurewow1h 
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on a•&Jiablc naiUral gas and cle<Uicny wppl) . (•) on>uflicicnt customer throughput commotmmu. and (•i) locl or 1\'tilobtc ond quahftcd thord porty contrllctors could om pact timely construction or nc~~o 
racllaucs 

Wt opuCIIe in u compditi'-'t tltliTon, N!nf, ut1d wt nuty hut t iOWmus to cuttrptliton. 

tiaul!!.I.Jlu Oor natural gas marlc:cting openuions compc:to with third~party suppliers to sell natur•l g.u to commcrtial and industrial customers Ot1r natural Has transmission and dis1ributton Optl'attons 

compete wuh interstate pipelines when our tnn~mi~sion and/or diStribution customer'S arc loeated close enoush to a competing pipeline to make direct connections economically feasible Failure 10 rcttin 

and ijtOw our natural gas customer base would have an adverse effect on our financial conduion. cash flows a.nd rc.sulcs of operations 

llltt1ds: While there- is active wholesale po"'er Jilts compttition in Florida, our retail electric busintss through FPU has rt.mained substantially free from direct compeution from other elecuic Je.rv1ce 

provide-rs Gtncrtlly, however, our rruil el«tric bus.ness through FPU remains subjte11o c:ompC'thion from other entl'g)' sources Changes in the comptUh\'e environment caused by leg~slauon. regulation, 

market condiuons. or Initiatives of other electnc: po"'er prov1ders, panic:ularly with resp«t 10 retail eompttition, could advme.ly afreet our results or operauons, cash flows and financial condition 

~ Our propane distribution opcrabont compete wllh other proponc distnbu1ors, primaril) on lhc bun of scr-icc and price Some of our competiiO<t hi\C >ign•fieandy grca1cr resour«t Our •b•llly to 

grow the pcop~nt distribution business ts coniJngent upon captunng addition.al m.arke1 share. e\pand1ng into new mallets, and success full) uuli%1n¥ pncinv prosrams that retain and grow our cUStomer base 

flllure 10 rttaJn and grow our custom~ base 1n our propane d1mibution. operations would ha\t an ad\trK eCf"tct on our ~suits of operations. cash n~s and linanaal condrtion_ 

Our propane and cnadt oil wholesale marktttnJ ope:rauon competn "ith various m:ark.nn-s. man) of \\h.ich h.&\t Slgntficantly pattr resources and arc abiC' to obtain price or volu.mttric advanta,gcs fa1lurc 

co rfTttU\tly torn~e v.1th these marlce1ers would h.a\t an ad\mt" efTtct on our resulu oroprrauons. cash n~, and financial eondibon 

Flucturllion" in "vuthu may CllUU u 5ifltiflctmt \'Ciriunct' In uur curni1tg1.. 

Our natural ga.s d1stribution. propane distribuuon and na1ural gas supply. gathering and proccnin~ uptration.s, are sensitive to fluctuations in "calhcr c:ondtuons, "'hich directly influence- the volume or 
muural gas and propane \\t: sell and dcliHr to our cuuomcrs A $ignificant portion or our na1ural gu and propane dtstribution revenue is derived rrom the salc.s a.nd delivenes to re-sidcntiaJ and commere1al 

heating customers during the fivt·month ~ak heauna season (November through March). If the weather is warmrr than normal, we sell and deliver len natural ¥1.S and propane to e:uscomers. and carn less 
revenue. which could adversely afTect our resulu of optr-ations. cash Oows and financial condition A significant portion of our OhiO na1u1al gas S\ll)ply, ijiUhcring and processing services revenue is also 

generated dunng the tive·month peak heating sc.ason (November lhrough March) as a result o(the n!\1Ural gas requirements of its key customers., 1ncludins Colurnb1a Oas o(Ohio. various rcg.ional marletcrs, 

ond lh<CGC 

Our electnc distribution o~tion is also aiTccred by variations in "ra1her conditions generally and unusually severe v.eather conditions llowevcr, elc:cll1cuy consumpuon is g~erally less seasonal than 

naturtJ gas and propane because it is us~ ror both hcauna and c.ooltng in our serviu ar«s 

rlccid~nt}. nllf11ral diJuJiers, ~ca~rr -..Y'atltrT (i-UC'It UJ a mnjCH' ltllrrit'altc) tutd acts uftL"un$m C'OuiJ uJ••rnt'l)' impact earnings. 

Jnhcrent1n tntfJ)' transmission and diSUlbution aclt\'IIJCS are a \Ultt) ofh.a.z::ards and opcntional n~s. such u lc:aks. ruptures. fires. c-<plosions. sabotage and mrdunJcaf problems Natural d•sastm a.nd 

..-crt v.coth<r ml) domagc our asscu, cause op<nOonal 1ntcnvpoons and result1n lhc toss orhunoan hrc. all of"' hich could ntgab\tl} a!Tcct our eanunp. finanaal condmon and re>UIU of opcraoons Acu 

or tcnonsm and lhc •mpaCI o( retail a lor, mohl&rt and cxhcr lc:llon by !he Umtcd States ond iu alhcs ml) lead to mcrused political, e<onomiC and finanCial nwl.ct IOSWnhty and ..-olatihty '" !he pnce or 

natural gas. electricil) and propane thai could ntgab\tl)' atree1 our opc:ntions Companies in the energy indu.str) ma) face a heightened rislr. of e~posure- 10 KU or tenon sm. \\hJch could affec:t our eamin,p, 

ftnanc1al condttJon and resuhs of operaDons The 1nsurance industl')' may also be affected by natural diJa.stets. SC'\'tfe "n.ther and acts or 1crronsm, as 1 rc.suh. tht ava1l1b1ht)' or insurance cO"'cnng nsks 

1ga1n)t \'•htch \\C and our compttttors l)p1cally 1nsure may be hm11td ln addHion, lhe tnsurance \\tare able to otnam may have higher dtducubles, h1gher prem1um.s and more rc:suich\t policy terms. ~Ahich 

could advtrscly afftct our re.sults or operat1on.s.. rinanc:ial condition and cash flows 
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Optrutinx t'·tnll uff«rint public suftt) and tltt rtlhtbility uf our lfntJuul gas anJ tlertrit Ji1tribution und tramntk3ion :t)'iUIItf could tJJ"Hntly ttjfett our optniiiOfU nnJ intuast DIU' co.siJ. 

Our natunl gas and electric opttations are npostd to operationaJ events and risks. such a.s maJor tea1s.. outa.ges. mcchamcaJ failures and brukdo"'""'· opct'ltions below the txpecttd level or performance- 01 

efficiency, and accidents that could affect public saf~ty and the reliability of our distnbuuon 1nd uansmauion systtms. sigmticandy increa~ co.su and cause loss of '-'tiStomer confiden«: Jfwe are unable to 

recover 1111 or some ofthtse cosu from cu5tomers through the reHulatory (>focess, our authorized f'lte orrctum. our ruulu of e>perations. financi:\1 comhuon ~nd cash flows could be adversely affected 

II ururity hrnu:h rlisrupfl'ng tmr t~petllli"l.' S)'Mt'lll .. \ tmd furl/ilia or t.rpoJirrg Cdnfid~llliul lllfomwtimt 111111 tull't!fJ.d)' tif/ect mu rt'pltllllimt, tli.\Tilpl mtr optrfltioi1!' 111HI l11creust our coM.f. 

Secunty breaches of our information technology Infrastructure, including cyber·auacks and eyber·terrorissn, could lead to system disruptions or cause fac1hty shutdowns If such an attad.. or sectlrity breach 

were to oc.cur, our busin~s. results of operauons and financial condnion could be adversely afTeeted ln addit.Jon, the protection of eustomcr. empiO)·ce and Company data IS Cf\ICial to our Optrauonal 

seQmty A brneh or breakdO\\TI of our systems that results '" the unauthorited release of individually idenufiable customer or other sensiti\·e data could ha\oc an adverse effect on our rcputatjon, results of 

opmuons and financial condition and could also mate.rially incre-ase our costs of maintaining our systtm and procecung it agajnst future breakdo"ns or brtaches We take reasonable preeauuons to 

safe-auard our tnformauon systems from C) ber-anack.s and sta~rity brnches: ho\\T\"tr, there is no guarantte th11 the proctduru implemented co procect 1p1nst unauthorized access lO our informauon 

S) st<ms art od<quate to safeguard aga1nst all attach and bruch<s 

Failurt t.o onruct 111td rttailf lilt upproprifiUIJ• 1fUl11ifird 'ntpiOJ~~ .. ·ortftHC~ cOMitJ udl·~dy •ff«t o~ratuuu. 

Out abtht) to implonmt our business strat<ll)' and Kr\t our custom eo is dq>mdmt upon cur conbnutny abthty to attntct and retain talmted profeuoonals and techmcally skilled "orld'orce, and b<tns ablt 

to transftt the knowledge and tx~nise of our "'o<Uorce 10 ntw <mployet$ as our aging onploytts <tiHt Failurt to hue and ad<quately tnin rtplae<mtnt cmpiO)ttS, including the tntnsftt of Slii'Ufieant 

ontcrnal historiC111 knowledge and ex~ruK to the nt\' cmploytes, or the futurt availabdity and cost of contract labor could adverstly affect oor abtluy to manaae and opcnt< oor bu!ineu If "'e "'trc unable 

to hore, tr>in and retain appropriattly qualified ~rsooncl, oor rtsults of operations could!>< ad•ently affected 

.,. Mrikt, •••ork Mopp11J:C or a lubqr th\pute coulll mlw.-r\rlytif/tct tJur uputJtitm:r. 

We are party co collective bargainln~ ag;rtements wuh labor unions at some or our Florida Ol>eratiOn! A strike. work stoppage or a labor dispute with 11 umon or employees represented by a union could 

cause IRtert\lption to our operations If a Strike, work !IIOI)PIIJ!C or other labor dispute were to occur, our result& could be adversely affected 

(),, bulin~ntJ au copitttl intr.n-'i'•t, tuul tilt lnrrttllttl rttlO' nmVt1r dtltt)'5 of Cltpita/ projt'c'h uut)' lld••tr,\tl)' ttfftct our futur~ etulliiiJ:: .... 

Our bu~messes are cap1tal intensive and require Sl~mflcant ln\Cstmcnts in ongoing: infraslt\lcture pf'OJt4.:lS Our ability to complete our &nfraStruccure projects on a timtly basis and manage the O\erafl cos' of 

those pro,ecu may b< all' «:ted by the lonuted avaolabolny of the necusary materials and qualified \tndOI> Our future nmings could be advet>ely affected tf .,. arc unable to manage such capo tal prOJem 

effoco-.ly, or of full recovery of such capual costs'' no< ~rmotted on futurt rtgulatot) ptoctedtn~s 

lJNr Uflllati!J rnuv· b11sinos ""'1M"' risk if frundtul! •xrutWnts IUt 1tOI rtnt'tt~td. or n~wfran~ltl\t uxuc-~lti'J ou not obtaintd, ttlticlt ct~~~IJ udt·rntly•lfnt our future results or oprruttnx t'tolt 

jltJW\ unJ finut~ciu.l cont6tiotL 

Our regulated natur21 gas and <l<emc dumbuuon ~auons hold franchises in t'aCh of the tncorporatcd munocopalobu that requirt (ranchoS<" a~rttmmts tn ordtt to pro-t de notural gu and <lecmcot) Our 

natural aas and eJec:ulc dismDution opcr1uons ue currently 1ft negotiations for franchises \\ith certain munu:r~ltue.s for new SCf'\-ice arm and rfne\\ll of some e!(IJUng franchiKs 0n¥otng financial results 

\\OUld bt ad,-crsel)' 1mpaeted from lhe lo" of servu:e ao cma1n opc:raung areas \\ithin our electric or natural iJS tern tones in the C\:tnt that franch1se agr~ents \IIO't nOt rcne"ed If we arc unable to obta1n 

franch1st agrccmenu for new service ate:u, ¥'~ th 1n our future earnings coold be negativel)' impacted 

Shnt•lltJit "·' in Cll,\ftmrer growtlr ml4J' mll·~rs~ly iif/ttt t!i,lfings and ttr.sh flou·s. 

Our ability to increase H,ross margins in our regulat~d energ), unregulated propane distribution and our oc.her unregulated natura) gas services businesses is dependent upon growth in the rcsidenuaJ 

construction market. adding new commercinl and industrial customers and conversion of customers 10 natural ~:illS, electricity or propane from other energy souKCS Slowdowns in growth may adversely 

afTtct Otlf Hf0$5 marH-in. earnings and cash now• 
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EnergJr con..vtn'tltiolf collltllow<!r rntrgy consumption, wlriclr would t~d,•usttly uffecl o11r (!tlrning.r. 

\\'c have s~n various legislative and regulatory initiatives to promote energy efficiency and con.scrvation at both the federal and state levels In response to the initiatives in tho suues in which we operate, 
\.VC have impleme-nted programs to promote energy efficiency by our eurrcnt and potential customers. To the extent a PSC allows us to recover the cost or such energy efficiency piO&rams, funding for such 
programs is recovered thrOUKh the rates we charge to our regulated customers. However, lower energy consumption as a result of energy efficiency and COJ\Sttvation by cmrc.nt and potential customers may 
adver~ly affect our results of operations. eash nows and financial condition 

Commollity price i11cr~a~".s mtty mb·cfJ't'i)' tif/rctthe tlpt!mting costs mrJ camperitil't! p<Miti(ms of our naturul gus. cdetrric tmd proptme tli..uribmion optrurhm.f, which muy mh·~nely affect our r~ulf.s of 
opertlfimts, tush flows tmtl fimmciul ct~mlitiOIL 

N:nural Gas!E!ectris:ity Higher natural Ka.S prices can significantly increase the cost of gas billed 10 our natura] gas customers Increases m l.he eost or coal, natural gas and other fuels used to generate 
clecuicity can significantly inct~ase the cost of electricity billed to our ciCi::tric customers, Damage to the production or transportation facilities of our suppliers. which decreases their supply of natural gas 
and clecuicity. could result in inc:reased supply costs and higher prices for our customers. Such cost increases generally have no immediate cfTeet on our r~.venues and net income because of out regulated 
fuel cost recovtl)' mechanisms However, our net income may be reduced by higher expenses that we may ineur for uncoHectible customer aecounu and by lower volumes of natural gas and eleeuicity 
deliveries when customers reduce 1heir consumption Therefore, increases in che price of natural gas. coal and other fueb can adversely afToo our operating cash flmvs, results of ope.ra1ions and fanancia.l 
condition, as well as the c.ompetitivcness of natural gas and electricity as energy sources 

~ Propane costS are subject to volatile changes as a result of product supply or other market condition~ includmg 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 reStllt in dec-reased Sllpplies or propane. increased supply costs and higher prices for customers 
Such increases in cos1s can occur rapidly and c.an negatively afTeet proficability There is no assuran-ce that we will be able to pass on propan~ cost increases fully or immedjately, particularly when propane 
eosts increase rapidly. The-refore, average rctaH sates 11rices can vary .significantly from year to year as product costs fluc-tuate 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 ad .. •ersely affecl 
net income 

Refer to Item 7A. QucmllfoiO"e cmd Qua/itauw! [)isclosures Abo11t Market R1sk for additional information. 

A suhstilnrit~l disruption or luck of growtlt in intusrate naturtll g(IS pipdine lrtmsmi>·.fitm ntrd stort1ge cttpttcity or electric trmuminitm t opndl)' may impair 011r uhilifJ• to meet customers' t.'tisti11g and 

fu tllu uquire.mttlfS. 

In order to meet existing and future customer demands for natural gas and electricity. we must acquire suflicient st~ppJie.s of natural _gas and electricity, Interstate pipeline transmission and storage capadty, 
and electric transmission capacity to serve such requ1rernents. We must contract for reliable and adequate upStream tra.nsmisslon c.apacity for our dist.nbution systems while considering the dynamics of the 
interstate pi~line and storage and electric transmission markets. our own on·system resources. as well as tht characteristics of our marketS. Our financial condition and results or operillions would be 
materially and adversely affected af the future availability or these capadties were insufficient to meet future C\IStomer demands for natural gas and electric-ity Currently, 0\lr Florida nalllral gas operation 
relies primarily on one pipeline system, FGT. for most of iiS natural gas supply and transmission Our Florida tlectric operation relies primarily on two suppliers. Gulf I, ower Jbr 1he nonhwest service 
territory and JEA for the northe.ast service territory Any continued interruption of service on these systems could adversely affect our ability to meet the demands of FPU's customers, which could 
negatively impact our earnings, f1nancial conduion and rc.suhs of operations 

Tht IIUidUnt iltttl tn•t~ilnbility of nttfurill K"-"· propant ilml tlt,·tridfJ! supplitJ' tlrt! difficult U1 prttlh:t,· " ~·ub~ttmtiul retluct;o, ;,. m'tliltthle l U[Iplit.\ C'(m/J reJut:t uur ~amiuJl~· i11 those .-.~xm~lll:r. 

Natural gas. propane and e:lec-trici1y production can be affected by fac1ors b-eyond oor control, whiC-h may affect our ability to obtain sufficient supplies to meet demund 3tld may adversely impact the 
tinandaJ results in those businesse:s Any disruption in the availability of supplies of naturn.l gas. propane and electricny could result 10 mcre.ased .supply costs and higher prices for customers, which could 
also adversely aiTect our fin3nciaJ condition and results of operations 
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H't' rtf)' on 11 llffUttJ 1111mbu of natural g1n , propuft t' unJ t lt'tlricity supplius 11nd produu n , tht lo.H ufwllicJt touiJ Jru-..t u nwtcria/ ath~rst tflnt on our finillfcitJ/ condition nffd ra ultt of optfllfiiJfu. 

We have entered into various agrec:ments v-1th supplltrs and producers to purchase natural gas, propane and electncity to suve our customers The lou of any signilicant suppliers and/or productrs or our 

mab1hty to rene\1. chc.se contracts at favorable terms upon their expnauon could sjgnificantly afT tel our abahty to ser\·e our customers and have a material adverse impact on our financial cond1tion and results 

of operatiOtU 

Our U\C "/derlmtiw! lu.\trum~nt.f muy uth1u3d)' uffi•tt our rcsJ~IIJ rif opcrrlfions. 

Fluc1uating commodity prices m.ay a.fTe<:t our tarnin~s and financing costs because our propane distnbuuon, wholesale marketing and natural ~as marketin~ ope:ratJon.s use denvativc mstrumcnts~ lncludin~ 

rmward:t., futures, s"aps., puts. and calls, to hedge pnce risk While "t have risk management policies and operaung proet:dures in place to control our exposure to nsk., if we purchase dcrivati\rt insm1ments 

that are not properly matched 10 our <xposuro, our resulu or operations, cuh flows, and financial conduion may be advcrsdy arrocred 

Our prop11ttt hn·t!nltHJ' i.1 SMhj«t to i~rlvntury 1uluution rUk. wlrith may ro.ulr ;,. a ·writt ..t/own ofinl'~lftOf)'. 

Our p<C>fl&D< diStnbuuon op<nUOn$ own or ltaJe bulk prop.tn< SCorage facihtics, "ith an aggrrs-1e capl(ll) or appro<~mately 6 2 million gallons \1 t purchase and store propane based 00 SC\trll flctors, 

including rn-.ntDI} lads and the price '"'dook We may purchase largt volumes or piOJl&ntll curront marltt pncts dunng periods of low demand and low prim, "hich gonerally occur dunng the summtr 

months Propane" is a commodity, a.nd as such, llJ pncc is subjf'C'I to \'olatile fluctua.tJons 1n response to changu in suppl) or other market conduaons We ha\e no tonttOI OO."et' the-se ma.rltt cond1oons 

Coo~tndy, lht "holesalt pun:hut priet can change rap1dly oHr a short paind of ume Tht m>~l marht prict for propane c ... ld fall below tile prict at "h1ch "e mad< tile purchues, "'h1ch "'"'ld 

ad>erJel) afr..:t '"'r profiu or cause sales from tll&tln>entOI)' to be unprofiuble In addiuon, fall1ng propant pnccs may result in invtntOI)' write-downs. as requited by GAAP. if the marke~ prict of propane 

(ails beiO\\ our wcighled averagt COSI o(in\ t'nlOfl. ~hu:h COUld td\ etsely affect net 1ncome 

8 t:CtiLATORY LEGAL A ND [NVJRO~\Ift-TAJ BI~K:> 

R4•J:ul~ttimr uf our buJltresse.f. inrlutling t lt tllf/lt.f in tht r~gulllftJT}' en••ironml!nt, uwy mlvl!r.ftdy fll/rt l uur ra wltJ. of upaMions, cuslt floh'S ami jinftnriul ~mullriun. 

'I he Delaware, Maryland and Florida J>SCs regulate O\lr utility Op<Nitions in those stares Eastern Shore is reJ!ulnted by the FERC The I'SCs and the I'ERC sct the rates that we can ehargt customers for 

Stt"\IC:t$ subject to thc1r regulatory JUri$dicuon Our abilily to obtain timely ruturt rate inertastJ and rate supplements to maintain current rates of return depends on regula lory approvals.. and there can be no 

auuranee lhal our rt:,Kulattd operations ¥.ill be lble to obta1n such apJ)fOvals or maintain currcndy authori1ed rate-s or rerum When earnings from our rtw;ulaled uuhues ex(':~ the authoriud rate of rttum, 

the re>pcCU\ie PSC. or the FERC in the case of Eastern Shoe e. may requ1rt: us ro rtduc~ our rates charged 10 customm Jn the futu~ 

U' mllyfuu t'trtain r~ulutory tm d finnnciul riJM rtlaud fu ft~li"' Jaf'-'1 /, gislaJiolt.. 

\\'tare sub)«tto a number of legulall\t proposals at tht ftdctal level 10 implement 1n<rcastd 0\trSight 0\<r natural gas pipehnt opcnuons and facihuts to inspect pipehne raalitics, upgradt p1pehne 

fl<lhUcs. or contrOl tht impact of a b~ach or such faa hues Add1uonal opcnting c'pms<S and capual e•p<ndnur<S may be necessary to n-ma1n 1n comphanct "'th the rnuascd federal O\tn1ght that may 

result from such proposals If such ltg~slauon " adopted and "e 1ncu1 add1tional cxpmJes and e\pendnutts. '"'r financial condiuon, rtsuhs of operauoos and cash flows could be ad,trsel) aiTccted, 

pan•cularly rr "• art n()( IWthoriztd thrcugh the regulator, rroceu to reco~tr from amomtrt somt or all ofthest cosu and our authonztd ratt or rttum 

H ·, llrt ! ubjett to op, rating 11nd litigation ri,4J th11t muy not b' fully cu••u t J by in.surnnu. 

Our orerataons are subject to the opcnllln!( hazards and risks normaJiy incidental to handling. stonns. transponmg. transmmmg and delivering: naiUrJI gas, C"ltctricity and propane to end u.scrs From ume to 

ume. \\C are a defendant in legal proceedii1K~ aris•ng in the ordmary course of business We maintain in.su,.nce coverage for our general hrabilitics 1n the amount of S51 n1illion. which we believe is 
reasonoblc and prudent Howe\•er. there can be no assurance that such insurance will be adequate tu protte1 u.s from all material expenses related to potential future claims for pc:rsonaJ injury and propeny 

darn rase or that such levels of insurance will be nvallable in tht fL1turc 11 t-eonomic.al prices 

Cmh of cumplhmce with cm·irunm~ntlllluu,, JW1)' , ,. , /xnifirtmt. 
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[Jbh. cf( pnt" h 

II e are SYbjoct 10 (ede.-1, state and loeol lo--s and re},'Uiauons g0><m1ng <n,ironm<ntal quality and polluuon control Th<S< tvoiYinjlll"'> and regulauons moy r<qutre expenditures o' <r a long penod or 
bme to conuol cn,·1ronmcntal cfTeccs 11 our cuncnt and former operaung sites. especially former MGP sites To date. "c haH b«n able to rcco,er, through regulatory n:te mcdwUsms, the cosu auocaated 
\olollh the rcmedJat&on of former MGP site1: 110\'e\otr, there is noguanntec that we ~ill bt- ablc to rtco-.·u future remediation COSIJ 1n the s.amc manner or at all A c.hange in our appfO'I.ed rate mcch.t.msm.s for 
rocO\ cry or <twironmental remed1auon costs It ronn<r MGP sttes could ad\Crsdy olfro our re>uhs of oporauons. cash flov.s and fiMnCIII condmon 

Funhcr. e"CISIIng cn,uonmentalla\\'S and rcgulauons may be ~1st'd. Of' nt\\ la\\S and regula nons stek1ng to protcctlhc environment ma)· be adopled and be' apphcablc (0 us Rnued or addJtJon&J la"s L'\d 
r~-ulauoru couJd rtsUh '" addutonal optrabng mtncuons on our facilities or incr~ com.plianc.c com. "hl(h ml) not~ rully rtcoo.rrable Any such tncrease m compliance ~osu could. ad\usd) affect 
our finanaal c;ondHion and mulls or opc-n;tions Compliance. \\1th lh~ le-gal oblipaons rcquncs us to com mil capt tal 1(\\e rat I to comply \\itJ\ t:ft\'UOftm~ntaJ II\\$ and rcgulauons. ~~ tf such failure Js 
caused by (actors b<)ond our control, "" ml) be asstsS<d ci\11 or mminal p<ttallios and fines. "'hich could 1mpaa our financial cond1uon ond rt<ults or oporabons 

Oe!riwlfit·o l tgijlllfl'o" und 1/u intpl~n~ttllltifm 11/ ulat~J rflld c011IJ lfll'~ "" uJ•~n~ inrp11d on oflr ub1hty tfJ Judge! rnl.J UUUC'IUttJ '+ ith our buJilfn\. 

The Dodd-frank Act rf'g.uJatc-s dM\IU\'e tt~ns.aetions. "hich include cer1.am instrumentS u$td tn our risk managernenlacttvthU The Dodd-Frank Act eontemplatts that most S'A'Ij)$ ",II be re:qutrtd to be 
d<ared through 1 rewster<d d<anng foahty and traded on a designated exchang< or swop «<cution (aaluy, subJ .. t to ctnatn oxcepuons for tnuues that uS< swaps to hedge or m1Upte comm<raal nsk 
Althouj~h the Dodd·FDn~ Act Includes sisnificant n<w proviSions regarding th• regulation of demaU\U, th• lmpoct or those r<qwcmcnts Will not be ~no .. n definm•cly until regulauons hl\·e been adopted 
and (ully implemented by both th< SECond the Commoditt<S Futures Trading CommiSsion, and marl<et par11c1p1nts estobhsh l<!llotcred clearing foetlui<s und<r those regulations Although we may quohfy 
for cxcepUOtiS.. our derivaU\'tS counterpantes may be subjec&lo ne~· capital, mar},tin and bustness conduct requtrcmcncs imposed u a resuh of the Dodd-Frank Act. \\:hkh may increase our lt1nsaetion costs, 
make tt more: dtfficuh for us co enter 1nto hedgtng transactions on favorable tenns or affect the numb~ and/or crcduwonhmes.s of ava1lable counterparuts Our inabiluy to enter into hedging tn.n.sac:tions on 
ravorablc tttms, or at all, could 1ncreasc operaung expenus and increase exposure to risks or adverse changes in commodity pnces. which could adversely affect the predktabi1ity of cash flows 

UmmtitipllltJ chtlltlft'J ;, (!Ur tiL't prm•UiofiJ' c1r r.xpoJ.u" to udditio~taltttr littbilith!s coulll ufl~ct our prufitahiUI)' und cu,\h flow. 
We are subject to income and other taxes in the US Changes in applicable U.S. tax laws t nd regulations, or their interpretation and applic~tuon. mcluding the possibiliay ofretroactive effect. could afTeet our 
tax expense and profitability In addition, the final determination of any tax audits or related litigation eoold be materially d1fTerent from our historical Income tax provisions and accruals, Changes in our tax 
prov1sion or an increase in our 1a~ liabilities, due to changes in applicable law and regulations. the in1erprc:umon or application the1eor, changes 1n the tax rate or a final determination of tax audttJ or 
litigation, could h1vc a material adverse effect on our financial position, results or operations or ca,sh flows 

Our bu~lnt•l:t muy bt ,,;/tjttl in tift futur~ ltJ mlllitifmlll rtJ:IIIIIUITY mul fimnrcilll riJk.i' IU'SOcidttJ ••·ith glob11l U'llrminJ: mrtl t lim#lt f httnJtt. 

There have: been a number of fedc1al and slate legtslauve and n:gula1ory initiatives proposed in reccnl )Cars in an ancmp1 to control or ltmtt the effects of global , .. -arming and overall climate change. 
IDCiudln,y: greenhouse gas emiSSlonJ, such as carbon diOXide The adoption or this 'Ype or legislation by Cong~c:JS, Of' ~tmilar lc~vslll10f1 b) states, or the adoption or related regulations by federal or State 
governmentS mandaung a substant11l reducuon tn grttnhousc gas cm1ssions tn the future could ha\e ra.r-rcachtng and signtficant impl\tlJ on the energy Industry Such new legislation or regulations could 
rc-suh in mcrcMtd comp1iancc to)u ror us Ot tddthonal operaung restrictions on our busintss, :~~fTect the demand ror natural gaJ and prorane or unpact the pncc:s "<'charge to our customers At lhit umc-. we 
cannot prc<hc:lthc potcnual1mpact or such la"s or regulauonJ that may be- adopted on our f'uture busmeu. financial condtuon or financtal rtsults 

C7infiU~ cltuttgt5 nwy imp11tt tht dtmtlfld fw our st'n·ict'J ;,. tht f~t~lfl_r~ a1td could rnult ;,. mou frtfiU~ttl nnJ mort Stl"Crt tt'tlltlltr t •'tltt:J, wltil"lr t~ltimnrtly could uJ~·ently uff~ct OfU financial rtlult':l.. 

There is a a:r0\\1ng behe\t that emiJjjons of grecrthouK gnes may be hoked to global dimate ch1.11ge Chmate chan¥t creates ph)s.tCaland financtaJ nsl;s rOt us. Our customers' energl n~ 'IIY .,_,,th 
\\'either condibons. primanly temrcratute and humtdny for residential arstomCf'$.. heaong and cooling represent thetr largest tntf&Y UK To the e"Ctent "-eatha condlbons may be afftcted by chmate 
ch1.11ge. automcrs' enal)' we could tncnasc- or decrease dcpcndrng on the durauon and magn1tvde of any ch:anaes A dca-ean •n energy usc due to \\'etthtf changes rna)· affect our financial condtbon 
through decua.se:d re-- t'nues and ash nO'o'os E~Ctrf'mt "eath~r condlllons sn gener2l rcqutre moreS) stem bad:ups. add1ng to costs~ and can contnbute co ancrt~ S)Sttm 
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s:tresse.s, anclud1ng serv1ct .nttrrupoons Wnther condeuon1 ou1side of our operating temtone:s could also ha'c an 1mpact on our rC\tnues 1.nd cash no~s by afTtcung natural gu prius Se,·cre ''ealher 
1mpacts our ope:ratmg tcrntcwie.s pnmanly through thunderstorms. tornadoes. hurricanes. and snow or ice .storms To the c'tcnt the rrequcncy or tlttrcmt v..tather t\a\ls inaea.ses.. this could mcrca.sc our 
cosu or pi'0\1dong scrvocos We may noc be able to pan on the hoght< eosu to our c:ustomers or recover all the co.u rtlaled to monaaung lhcsc physical nsl..s To the txttnl linancaal marketS >a tv. chm11e 
chonge and tmawons or Jt<<nhousc gases as a financ11l ri$1<, thas could advrrscly afTtCI our abilny to access capo tal mar~tu or cause us to recti\ t l<ts ra•orablt 1erms and coodiuons in rutUJe linancings 
Our busan<ss could be afTtCied by the poctnual ror la,.suau rdated to or against grtcnhousc gas tmantrs based on tht clumed coonecnon b<t .. een greenhouse gas cmaslloos and climate change. winch could 
am pact ad• rrscly OUJ business, results or ~··ons and cash flo"" 

Our Ritht.J Plun, ctnifi~ttte of Jnrorporution ulfJ b) I«WJ lt&ay blay or prn--otlll rrruuaction tltut st«ldtoltlcn WfHIId nl!'tt' us /IU'Ortlble. 

Our RJJ!)lts Plan. conaficate or ancorponoon and b) Ia .... as "''cll as Oelawort law. conl>~n promaons that could ddoy. dcr<r or prt•tnl on unsolocn<d ehangean con1rol orChesopeok• t:tihnH, "hach mal 
ncgah\ ely afrcct the marl:e1 price of our common stock or the 1bl1ity of .stockholders to paruc1pate in a ltl.nUCtton '" whsch lhey mi~hl othC1\ .. 15t rtc:f1\;e a prmuum for thar slu.rcs 0\cr the thtn cumont 
mar\tt pric-t The.se pi'O\'isions may aJso pre\ertt changC'S an manJgemcnt In add1tion, our Board of Directors is authorind to tuue prcftrrtd ltOCL ~1thout stoclholder apprO'\o'al on such tenns as our Board 
or Dire<:IOI> moy dtlcrmonc Our common ••ockholders \\ill b< subject 1o. and may be negau•cly ofTected by. the nahiS of ony pr<rcncd "oc~ lhlt ma} b< 11sued in the fulllrt 

ITt.M 1 o. tt~Rr.soLvto STA~r co't"r_,"TS. 

Nont 

l l'EM l. P ROP£RTit:S. 

Kf:')' Protit•rt(C\ 

We ov.·n appro'Cinuuc:ly I.•H9 miles of n11tur11l ijiS distribution mains {together with related service lines, meters and rt~ullitors) locnted in Ntw {'ude, Kent and Sussex Counues, Delaware; and Cec.il, 
Caroline. Dorchcsl<r. Wicomico and Worcclltr C<Manlits. Maryland We own approxima1ely 2,841 miles of na1urol gas duaribulion moins (and rela1cd equipment) in Nassau. Polk. Osceola, Citrus. DcSolo. 
Libcny. I hlhb01ou~h. llolmc•. Jackson. Gadsden. Oolchrist. Union. Washing1on. PISCO. Suwannee. Palm Beach. Broward. M•nin. Manon, Seminole and Vol usia Coun1ies. Florida. In addition. we have 
adtquate gate stauons lO handlt r~e1pt of the gas tnto each of the distribution systems We also own facihttes in Dtlaw8re and Mllr\'land, \\htc:h we u~e for propane-air injection during. periods of peak 
demand 

Through E.ulem Shore. we O\\n and ~rotc arpro•ionalcly 448 miles ofnaturol gas transmission pipeline. e"end1n11 rrorn supply inler<onnccu at Parke~bufl!, Dlllcvilleand lloncy Brook, Pennsylvania. and 
Hockessin. O.lawarc. to 96 dthvcry potniS in soulhtaSiern Pennsylvania. Delaware and the cutcm short or Maryland Throu11h Pcnansula Popehnc .... own and operale appro.<imately 44 mal<> or natural 
gas transmuston ptpelinc tn Su"annee. Indian River, Palm Beach and Polk counties, Florida We aJso own approxtmatcly 4S percent or the 16-.mile nan.u·al gas ptpelinc extending from. the Duval !Nassau 
Counl)' hnt 10 Amcha Island an Nassau County. florido Tht rcmaoning 55 pe=nt of the naturolgas popehnc is owned by Peoples Oas 
Through FPU, v.e own and opc:nu: apprO"<imately 20 milts of electric transmission line: located in l"assau County, Flonda and apprO'<tmattly 890 milts of c:ltc:tnc: distnbution line in Jackson. L•bmy, 
Calhoun and Nassau Counu.s. Flond• 
We ov.-n appro-cimau~ly 343 males or underground propane distribution mains in Delaware, OorcheSIC:r, Pnncc:ss Anne. Queen Annc:·s. Somerset Talbot. Wtcom1co and WOKestt:r Counu~. Mal)· land 
Chester and Dell\\ are Counucs. Pennsyl•ania. Md Alachua. Brevard. Broward. Cim>S. Duval. HallsborouJ!)l, \!arion Sassau. Orange. Palm Beach, Pol~. Scmanolt. St Johns and VoluJII Counucs, Flonda 

\\ • 0"" bull propane Sloroge racihu<S, "'"h an aggr<gate capaol) of appnmmald) S 2 million gallons. an Dcla .. art. Mit) land. Ptnn<yh1nia and Varga no a. loca1ed on real esute thol is tnhcr owned or 
leucd b) us In Flonda, \\e 0\\11 bulk propane storogt rocahues \\1lh an •ssr•!!ll• caplCtl) or appro-<amatcl) I 0 mal loon jpllons Xcron dots nOI OWII ph)Sical Storlgt facalmcs 01: equapmcnt to aanspon 
propane 

ThrouJ!)l Asprre Energy. \\e0\\'11 16 nannl gas gathcnngS)SitmS ond appro .. malely aoo males orpapehne '"Central and Eastern 01\ao 

Ch<SOpeale l:uhties Corporation 2016 Form 10-K Page 19 ------
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I•bls "' s (Mih.U!.~ 

We o"'n or lea~ onices and ocher openuonal facoloucs in lhe following locations Anne Arundel. Worcester.\\ ocorn~co, Dorchester. TalbOI. Cecil and Somerset Counties, Maryland New Cast!<, Kent and 
Sussc' Counuts, O.lal'tre, Accomack Couno), \'u·gonoa, Palm Beach. Volusia, Levy. Marun. Jackson. Bro"ard, Nassau, Bre-ard, Alachua, Hendry, Oktechobce. and Polk Counties. Florida, and Orrville, 
Ohio 
All <>f lhc assetS O\\ntd b) fPU are oubJtciiG a hen in fa, or of lhc hold.,. ofios fim mortgage bond secunng liS ond<boedneu under oiS Mortp11e lndenov~ and Deed of Trust ThtK assers are no< subJe<:llo 
any oilier hen as all oilier deb! IS unsecured FPU owM onicet and faahues in lhe foiiO\O.ing locauG!IJ Palm Beach. \'olum, lell)', Matton. Jackson. Broward. Nassau, B~vard. Alachua, Hendry and 
Okec<:hcbc:e Counues. Flonda The fPU asseu subJect to lhe hen also include 1,924 miles of 0o111Vralps dosrnbuuon moons (and related equtpment) on ou Stf\ •« areas, 20 miles of decrnc transmission line 
located on Nassau County. Flonda, 890 moles of electric dostnbution lone located tn Jackson. ub<rt). Calhoun and Nassau Counues tn Florida propane >tong• facilities .,,tho tool capocity of I 0 molloon 
gallons, located on south and centnl Florida. and S9 moles of underground pn>panedostnbuuon m11ns on Alachua, Br.-ard. BrO\O.ard, Couus, Duval. fhllsb«ough, Marion. Nassau. Orange, Palm Beach, Polk. 
Semonolc. St lt>hns and Volusoa Counues. flonda 

LECAL PMOC££DI~CS 

As disclostd en Item It, Fm(Uitml Stutt<mc-nl\ unJ SupplrmrllltU) Dotd (St'e Note 20. Other Commrtmtnl\ uudCcmlmJ:'''K't.f, in the consol1da,td linancial.stJtemenu), we are sn"·olved in v&riws legaJ actions 
and claims aris1ng in the normal c.ourse of business We are also in\--ol\·ed in certain adminisuauve proceed1ngs before vanoos go\<emmental or rtgulatory agenCJt$ conce-rning rates In the opinion or 
management, 1hc ultimate d1SJ)OJ1tlon of 1hese current proeted•ngs wlll not have a material effect on our con.sohdau:d financial po.s1tion, rtsuhs or optr~uons or c:uh no"''S 

ITEM •· o\111>£ s••·ttv OI!.CI O>URF.S. 

N01 applicable 
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PART II 

ITtM S. MARKET .-oR Tit£ lltCISTRA~o'S COMMOS £QUI1 V, ll i'LATED STOC,1 10LDER l\IATTERS ANO ISSUER PliRCitASf~ Of EOUin' SECURITIES, 

(0\t:\IOS STOCK PRICI' RA~\G[S, COM \lOS TOCK DIVIDr'OSAr-0 STOCIOIOLDtR IMOR\IATIO;<: 

\t F<brull)' 20, 2011, thrre ... ,.. ! ,lSI hold<n of =ord of""' common sta<k The high, low and elostng pnces of our common sta<land dt\id«1ds declar<d per >hare for each calendarquan<r duung 2016 

and !OIS are inelud<d on the b<lo" ~le 

Oiri<k•ds 
Oedor<d 

Q·uarttr Ended I loth I " " ('1.,. Pu Shar~ 

2016 

M arth Jl s 61.36 32.25 62.91 s 0.237$ 

Junt JO $ 66.19 ~$6 66.18 s 0.30$0 

St111tn1lxr JO s 67.88 S9.12 61.06 $ 0.30$0 

O...mbtrJI s 70.00 SU.J 66.9S $ O.J050 

lOIS 

Mar<h31 52 22 ~· ll 5061 02700 

June: 30 ssn ~)7 SHS 0 2171 

Scp«ntlxr 30 5615 Jl2S 53 OK 0 217$ 

Occtmbcr31 61.13 ~~so S(o 75 o.ms 

We ha,·e paid a cosh dtvodend to our common sta<l stoclholders for S6 (()nseeutiv< yurs Dl\idends.,.. pa) abl< at the di<er<uon of our Board of Director> Futuro pa) ment of dividends, and th< amount of 

these clt'idends. "''II depend on our fiiWlctol condouon, rrNits of operations, eapi1al ..quoremenu. and oth<t factors We declar<d quan<tly cash di,idends on our commoo stock in 2016 and !OIS, tocalong 

SI!O!S per shore and Sl D2S per shaft. r<Spe<tl'el) 

lndenturtS to our long~ttnn dtbt conta•n various r~stricuons ""hich limn our ability to~) d1v1dtnds Rtftr to lt~m I( ftttclllt41fl/ Sl..,cmcut' wtd Suppl~mclllclT) I'Atlcl ($t't Xott 12. Lmrs:·Tirm Debt. in Uu: 

con.solidated financtal statemtnts) for addu.son.al tnronnatJon 

FPU"s first mOf"tga~t bonds, wh1ctl are dut in 2022, eonta1n a sim1lar restriction that hmus the payment of dt\'idends by fPU Rerer to /ltm H. Fmcm<.1ol Swtt•nr.:nl' unJ Suppl~m.-nttuy I'Jalu (see Note 12. 

l.ong .. Term Dtht. in the consolidated £i nancial statements) for additional infonnation. 
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P URCIIASF.S Of (QUITV SI:CURJTII:S 6V Til£ ISSUF.R 

The following 11ble seu fonh onfonnalion on purchases by us or on our behalf of shatts of our common stock during the quaner endtd December 31, 2016 

fmrol 
0..\0bcr I. ~ul6 tbroue,h O.k.htt H, 21Jib 

No\m~htt I, 2016 tlvoush ~l\~\:1 10. 2016 

lk~mhe1l ~UI6~vu(,hD;...cmh;r\l.l.OI& 

full! 

T•l>l 
N'••k• .,s .......... ........ _. 

s~n 

s~n 

T•bil :-o••kr ot saw.,._.. 
""""•• •• ti Parter 

.,_h.Nd~ A•..._~~«'~~ n..~ 

... Pr.tN M.$. 

~.tuJ .. • N•......-r .r 
Solu.rn n .f \t ... , \ f'l .. 

hrdlad Ce4tt tk ,._., ., ,,.,,.._ . 

lnO.'Wtcf !U16. v.t p.w.._b.llltd ..hatatof~ ~L onl!wt~tnart.d fut the.- plrpOtic ufRln\ntlrl(l; ~d1\1Jrndon J!w"', hdJlftthro Lhl• rfU&'I ~'\li.it'lb fUI CUUUI Dut"C.~«t•n.J \;;fUuii,C'\;Ull\u undft tht Nc-..qu,..IJ(IN (kfarN 

C~ Plan Tht N.lln·Qwah(IC'J llcfa-:C'd Cumrmul10n rt.n,. di~ m dru•l VI/"• I ,.,~ .'\fakW'If/J (lllti/ ·"*rrl,_.,.,..,. /M..J \JC'IC N.,tc 16. U,.~c- /lrMfll PL•n • lb. \~led (IMl'lo:Ul •latcrnmbl l~f.ltllhr 

~ .• IA~mv.••t•~~lkrQI'\UimftiiCif .. ,......._ 
f._,o;qc f~'l' dw rurJl'.• .Jaoor"JI:ed 1111 foaMok • •c line DO ,..., .. h -.aeJ p&.. « prof'"- II) Rf!W..ha• ... abua 

Dosa~ssion of"'" eomponsauon plans, fer who<h shues of our common stock att authorized for ouuance, i1 oneluded the seeuon of our Pro:<y Statement eaptooned Equory Componsauon Plan lnformauon· 

and is incorpc.lnted htrttn by reference 

Chesapeake Uuloucs Corporation 2016 Fonn 10-K Page 22 
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C0\1\ION STO<'~ PFRfOR\tA/oCE CRAPII 

The stool performance pph and aable below compares a~mulau•e•ocal SIC><lholder mum on our common soocl during ohe fht fiscal )tan tndtd Otctmbtr l I. 1016. '""' lht cumulati•·• total Sloclholdtr 
return of ohe S&:P ~00 lnde• and lh• cumulau•e 101&1 sooclholder return of sdtct ptt<>. "hich •ncludelhe follo..m~ compan•u Aunos Entri!Y Corp«auon. DdLIII'atural Gu Company. Inc. Spirt. Inc. 
l'ew J«>ey Resour<:ts Corponuon. NonhM11 Nnnl Gu Company. RGC ResoutC<S. Inc. Soulh J«>ey lnduSiries, Inc • and \YGL llold•nt~J. Inc 

Tbt companson HSumes SIOO was 1nHS1td on Otcernbtr Jl. 2011 in our common Slack and •n each of lhe fot<!I<Mnil•ndiCes and assumes rt~n\es~ dl\1dends The compansons •• lhtll"'ph below ase 
butd on hmoncal dala and are not 1n1cndtd 10 fottcast lhe posSible future performance of our common SIOCk 

Chtnllf'akt Utlliurs 

lnduSifJ lndu 
&P 300 lndn 

$ 

$ 

s 

~\41111 

~:~· 

\~Mt 

~~~· 

~1110 

~·" 
sn 

20 11 

:oil 

100 s 
100 s 
100 s 

1111 

Stocl- l'erformnnct 

lOS 

102 

116 s 

:Ztll 

146 

12l 

ISJ $ 

Zt U '"" 
186 s 216 s 260 

ISS S 180 s 216 

174 $ 176 .:.s ______ ,;.:.9.;..7_ 
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ITEM 6. SEI.ECT£0 f'INAJ<CIAL DATA 

~(1) 

(m Jlumscuub;) 

Revenues 

Regulated Energy 

Unrtgulated Energy 

Other businesses and diminations 
Total revenues 

Operating income 

Regulated Energy 

Unregulated Energy 

Olher businesses and eliminations 
Total operating income 

Net income from con1inuing operations 

tllW! 
(m flf()IIS(IIKiS) 

Gross property. plant and equipment 

Net property, plant and equipment 

Total assets 
Capital expenditures ' 11 

C.-oitalitntion 

(tu lhtiii.\'(_UJd\) 

Stockholders equity 

Lon~-tenn debt~ net of currt.nt maturities 

T01al capitAlization 
Cun-ent portion oflong-term debt 

Short-ten-n debt 

Total capitalization and shorHtnn linancing 

s 

s 

s 

s 
s 

s 
s 
s 
s 

$ 

Page 30 of 117 

For the Yur Endtd Orcrmbtr .ll , 

2016 2015 2014 

305,689 s 301,902 300,442 

203,778 162,108 184,961 

(10,607) (4,766) 13,431 

498,860 459,244 498,834 

69,851 s 60.985 50,451 

13,844 16,355 11,723 

40 1 418 lOS 

84.096 77,758 62.279 

44,675 41,140 36,092 

1, 175,595 1,007,489 s 870,125 

986,664 854.950 s 689,762 

1.229,219 s 1,067,421 904,469 

169,376 s 142,713 98,057 

446,086 358,138 s 300,322 

136,95~ 149,006 158,486 

583,0~0 507,144 s 458,808 

12,099 9,15 1 9.109 

209,871 173,397 88,231 

805,010 689,692 556,148 

oB Tl~ IUTIO\U\IJI e;..,~;ludc \he ~.rults of du:tnbutcoJ crwr~) due tb lhtif tC'dl•lfP~Ion til lb.coa~IJrwc:d opcntio!llfl'.- We C!ll1l1Cd \)IJr dutn\lo&c<J CflCI8;)' b!"'fatiOfl lR 1001 The« ttr'lt.!Ul'IU alto ~MI~ Ootru&ll foe '-'41ptt1J Cltf'ICn..btum lhaJ \\C b.vc- IDCW1«1 

(llf uth 11.-p;'lftln~ p:nod 
Th~ •m~)\mt.f uwludc ~ financ111l ros•Hon and rcsul~ o( opci'lllllO or 1-PU I" or the pmuJ (runl the: merger (O<:tot-cf 2S. 2009) m O..:.Umhc't J I, 2009. Thtie amr;""'l.s a!J,.) 11'W:I1.k.le tM dr«u or .,,.,umt"'m ec:COI.liWng •nd lU\M:ncc a.( cg commoa 

•han!• ., • rc~ll of the DK1'ger 

Chesap¢ake Utilities Corporation 2016 Form I O-K Page 24 
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fi'or lht Vnr Endtd Dtctmhtr ll. 

2013 2012 2011 2010 2009"' 2003 2007 

26-1,637 246,208 256,226 269,438 s 138.671 116,123 s 128,566 

166,7U 133,049 149,586 146,793 119,973 161,290 115,190 

12,946 13,245 12,215 11,315 10,141 14,030 14,5)0 

444,306 s 392,502 418,027 427,546 268,785 291,443 218,286 

50,084 46,999 4),911 43,267 s 26,668 s 23,8)) s 21,139 

12,353 8,355 9,619 8,150 8,390 3,600 1,244 

297 1,281 175 51J (1,)22) 1,046 I,IJI 

$ 62,734 56,6JS 53,705 $ 51,930 33.736 28,479 s 28,114 

s 32,787 28.863 s 27,622 26.056 s 15,897 13.607 s 13,218 

805,394 697,159 s 625,488 s 584,385 543,905 381,689 352,838 

63 1,246 541,781 $ 487,704 $ 462,757 436,587 280,671 s 260,423 

837,522 73l,746 s 709,066 670,993 615,81 1 s 385,7QS s 381,557 

108,039 s 78,210 44,431 46,955 s 26.294 s 30.844 s 30,142 

s 218,773 256,598 240,780 226,239 209,781 s 123,073 119,576 

117,591 101,907 110.285 89.6-12 98,814 86.422 63,256 

396,365 358,505 351,065 3 15,881 308,595 s 209.495 182,832 

11,353 8,196 8,196 9,216 35,299 6,656 7,656 

105,666 6 1. 199 34.707 63.958 30,023 Jl,OOO 4S,OM 

513,)84 427,900 393,968 389,055 373.917 s 249,151 236,152 
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labk of r~nh.:nh 

For lht Yur Endtd Orcember 31, 

Conunon Stock O~ta and Ratio5 

Dasic earnings per share rrom con1inuing openations rl)m 
Diluted earnings per share from continuing operations ••11n 
Diluted earnings per share growth .. I year 
Diluted earnings per share grO\\'th 4 5 year 
Diluted earnings per share groWih- 10 year 
Return on average equity from continuing operations t l ) 

Common equity / total capitalization 
Common equity / total <:apitaJization and shon-tenn financing 
Capital expendirures I average tOtal capitalization 

Book value per share tJ l 

Markel price: 
High 
Low 

Close 
Weighted average number of shares outsu1nding •'I 
Shares outstanding at year-endfll 

Registered common shareholders 
Cash dividends declartd per share m 
Dividend yield (annualized) '' ' 

Book yield 
Payout ratio rrom continuing operations UH'1 

Addi1innpl Pula 
Cusmmers 

Natural gas dismbution 
Electric disuiburion 
Propane diSLribuuon 

Total employees 

s 
s 

s 
s 
s 

r lw.,-anwunb c:xcluJ ... tb¢ ~Nh;ro( a ICmnc:r •htlllbukJ <"t'ltq_~ a"\lhl!)dy,f) due !.J 11J r«I...Uttiutwa I() duc()fl(l;nueJ oj'lc:UhOOJ: m 2007 

2016 2015 

2.87 2.73 

2.86 272 

5.1°1. 101% 

8.4% 84% 

9.3 '/• 84% 

11.3-J. 12 1% 

76.5Yo 706% 

SS.4~. 51 9'!. 

31 .1% 295% 

27.36 s 2345 

70.000 61.130 

52.250 44.370 

66.9;0 56.750 

15,570.539 15,094,423 

16,303,499 15,270,659 

2,373 2,396 

1.20 I 13 

1.8~. 20% 

... 1'1• s 1% 

.at.s -;. 4J S% 

149, 179 144,872 

31.695 31,430 

54.947 53,682 

903 832 

I ht.'So.:. amow.t11 irw;lude lhc fin;an..:••l poJttton anJ rc1ull• Q( opmttOn (I( FPU (OJ" t~ p:r.od (mm I he: t»ersa clnttn~ tO.:I~x-r !3, l()()l)) 10 01:\X:mbcr .3 1, 2009 
~twC-$wld pet 5hhfc •ttl(l\lnlll fm all p:nodc rrccacntN rclh-1 the lhrte•lor•t.,.,IJ ~od. -rJtl dedarcd on July l.l014, ciYcd.C'd in lhc foou or. fkWl du·idenJ, and dtsmbuttd on 5t'rtemk't S. 201-' 
Dmlktld )l(ld (acmwilil«<} ilf: c•kulateJ by mulllrl~ IA{l ~ (our\h quartet dni lka.J b~ I' ow (.t), !.hctt dl"\'idlns lhat aJnOo\lr\1 h) lhc dn11nt3 ~orutnon •1\IC:k pncc st D.:i:t:mbcr J I 

••• 1M pa.)o\11!'11111) frorn conunu~.ft~ "l" ... llo(!onJ l' ... kublc'd b) d1\'Kllng ~ -.~~,·•iJc:nd.,c dccl.~~tcd rer shiR (for lbc: )CILf) b\ bl'"' tanuft$1 per lihlre (mm c:onltnutns opct•UoiU. 

s 
s 

s 

2014 

2.48 

2 47 

9.3% 

116% 

8~% 

12 2% 

65.5% 
54 0'!. 
22 9'/o 

20.59 

52 660 

37 493 

~9 660 

14.551.308 

14,588,711 

2,329 

1.07 

2.2% 

54% 

43 0% 

141,227 

31,272 

53,272 

753 
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I aN~ uf ( 'S'!!l\l;nh 

For thr Ytar Endtd Otetnlbtr ll, 

2013 2012 2011 2010 1009°' 1008 2007 

s 2 27 201 1.93 s I 83 145 5 133 I 31 

s 2 26 s 199 191 s I 82 I 43 s I 32 119 

ll 6~. 4 ~. 4 CJO. 21 3'• 8 )'• 2 l'• 10 l'· 

II 4~, 9 ••• 10 3'· s s•• s 6~. 2 4'• 7r. 

6 8"· 8 .~. 78~. 6 7'. 3~. 67~· s J'• 

12 2''• 116'o 116% ll6~. I I 2~o II 2~• II S'o 

10Wo 71 61/o 68 6% 716% 680% 58 7~. 654% 

54 3~~ 600% 611% 58 2% 56 1% 494% 506% 

18 6'1• 22 O'·o 133~. IS.O'o 102% I~ 7~t Jb s·~ 

s 1918 17 82 16 78 IS 84 14 89 s 12 02 s 1176 

s 40780 )2613 s 29687 s 28 133 s 23 333 s 23 127 s 24&H 

s 30 S60 26 593 24000 s 18673 s 14 680 14620 s 1&667 

40013 30267 28.900 27680 21367 20987 s 21 23J 

14,430,962 14.379,216 14,333,699 14,21 1.831 10.969,980 10,217,772 10,114,562 

14,457,345 1·1,396,248 14,350,959 14,286,293 14,091,471 10,240,682 10,166,115 

2,345 2,396 2,481 2,482 2,670 1,914 1,920 

I 01 096 s 091 s 087 0 83 081 s 078 

2 b' . 32'• 3 2'• l2' it 3 9". 3 9"/o l ~. 

~ .... < s•. s 6~. 51'. 6 .... . -. 6 s• , 6S'• 

446' • 47 s•, 41 .. ~. 41 6't. ~7 6'. 60_s•. 602'/• 

138,210 124,01 s 121,934 120,230 117,887 6~.201 62,884 

J 1,15 I 31 ,066 30,986 30,966 31,030 

51,988 49,3 12 48,824 48, 100 48,680 34,981 34,143 

842 738 711 734 757 448 445 
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IT£)1 7. MANACEM£1\T'S DISCUSSION AND AI'IALVSIS Or f'INA~CIAL CONDITION ANO RESULTS Of OPERATIONS 

This section provides management' s disrussion of Chtsapu~t Utilities and its consolidated subsidiaries, "ith specific onfonnatoon on results of op<ralions, liquidity and capital rcsoorces, u well os 

discu.s.si011 of how ccnain accounting principles affeet our financial statementS h includes management's interpretation of our financial results and our optrating segmen1s, ahe fac1ors a.ffechns these rtJuhs, 

the major factou t\pected to affect future OperJUng results u "ell as tm·estmcnt and financing plans This discussion should bt read in COOJunc:tJon \\llh our consoHdattd financiaJ statements and notes 

thereto in lt~m ~. Fmt.mc 10/ StottmtniS and Supplemtnt(IT) IN.t41 

Seo.tnJ facton t"Xist that could anOuence our furure finan<:aal performance. JOmc of which arc dcscnbcd tn ht:m lA. Rld. h~tlurJ They should be considered 1n c.onnecuon •1th f~vd-looL1ng Stlltmeou 

conttJn~ 1n thu rq>«t. or othHw1se mad~ by or on bd.aJr or UJ. san« these factors could c.ause ac.:rual r~ltS and condmons 10 dafT« matenaJiy from thos~ set out in such feln'--arcf-lool•ng Slaltmtnts 

Th..· jtJIIUMmg J,,,:uumll.'l unci tho.\~ lat~r m tl~ Jac.llnJ<IIf INI CJf'Crutmg lnctm" tmJ l<gmelll r~'tulu i1~<./uck tM us~ ojtht• tum ··,.,.o .. \l ntc.ugm•, "htth u ch•ttrntu~d hJ tkductmg thtt co..~l of .\(1/~J. ftr.Hn 

UfHWimf: r~wmt~. Cmt tif ,\l.lltJ mcl1iJeJ the f!llrLhawcl emf uf tN.I/uml g(U, elec.-rfiL-,1) 4uNI prop(l/k! wJ th~ CtHt tJ./ ldiH.w 'J'~nt Qll t.buct U\~llllt!·prtNlutmg tKIH'tlte~ and tn:lucl~J d~pntutlltNI, 

tmwr-u:tJfiOfi unJ uc.·trttum ( :ro.,s nwrgm .Jhoultl not M etNtHdt:rcd tm a/ternam·~ to opertllmg mcomt" or net III('(Hr/4!, tt-hl< It ttrt cl~trnm/HUI m '"'L'fJTdclll<:t" .. 1tlt CiAAI'. We hdltVt' llkll J.:rO.ll ml"Km, 

til though a non4..:AAI' ntc'liMIU, " "·''t'jul anJ meaJnnKful w IIIWMOI',\' ft.,. t l ha.wsjor malmiJ( lm'C,tm.:m Ject,lou.r. It prowclt!,, nmt.\UW.~ "K>tth mfurmtHwn thmt.14·mtm,\fr«lt•.\' tit•• fJrfJfitab ihty aclt~t•\>t•d h) "·' 

uuJer 011r al/(1't4 ed nut.\ fiw rtgultutJ ~m:rgy OJX'rafimn tmd tunkr uur competiii\.'C prtt'IIIJ: '1rm:t11r~ for ltfHI ... f t'b'11k11ttl ,·rgmt•nl\. 011r mliiKIJ:t'IIU!III 11\t'\ xrm' murgm m mt•u.,uring nur huMitl1\\ 1mJh ' 

r~erfiwmmlu anJ IKJ.'' JU,IiH'ItfiiiJ cmuly:t:d ouJ rtj)f>rleJ ~:m..u IIWI):UI mfi»'matJOit puhltd)'. Other comJI«IIitJ may calt ulale gro.\J murgm m a JJff.-relllllkllmt•r 

I~IROOLCTIO~ 

\\ e: are a diversifitd tntrJy company engaged. directly or through our various operating davisiont and subsidiaries. in regula led 1nd unregulated enerl(}' bus•ncssts 

Our strategy is focused on grow1ng cammgs from a stab1e uti111y foundation and in,•tsuny: in relaaed businesses and St'rvu:es 1h11 provide oppom1nitics for rttunn M,reater than lnldilional uuhty rtl\ams We 

are focused on idcn1ifying and developing opponumties across the energy value chain, w11h emphasis on midstream and dov..nstrc1.n an\'CStmcnts that arc accretive 10 earnings per share and consistent w1Lh 

our long·term growlh strattj)' 

lhe key elements o(thtl Mratc-~y 1nclud~ 

exceunng a carataJ 1nvtstm~t program 1n pun:uJI of .V0\\-1h opporruniues lhal ~tnaate rttums equal to or g,rea.er than our cost of capt tal. 

cxpandong oor •neri!Y dostnbuuon and UJJ>snussoon bu"ne>$6 organically as "diu onto nrw geognophic anas, 
prO\ idans nev.. 5«\ ices m our current )(.t'\i ce ltmloncs, 

expondong our footpnnton pclcntial gro--111 mari.<U through stntcgic ~Cquisouons, 

tnttring new unregulattd energy mar~tts and bus1ntss lines lh1t \\ill comple-ment our C'<lstmg operaong un1ts and grO't'o·th strategy wh1le capitaliztna: on opportunJtJes aaoss tht Cflttg)· ulue c.h1an, 

and 
dtffetenuaung the Company as a fuU·stn ice energy .supphcr/panner/provtder through a customcr·centric model 

Given our sttOng uttlity foundation and the ~rowth dun ~ste1n Shore has cultiva1ed for the Company, we will conllnuc to seck out opportunities like ASJ,irc: Fnergy, building on our cl(i!iling midstream 

capabilities and pursuing 1ddniona.l madstream assets In thiS rc:gard, wt will seek to leverage ()llr pipeline capabilitjes. skill seu and IJSC'IS and be a preferred O\.\ntr 1nd operator of pipeline systcmfl to scrve 

hi.gh grow1h markets wuhm and beyond our e'l(istang footrr.na 

Chenpe•Le U~loueJ Corpor1oon 2016 Form 10-K Page 2S 
---
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lahl~·<-nl\. .. , .. 

0\ I'RYI£W A.-.O IIICIILICIITS 

·• !9•m!l au:t:~: cc.c 1!au •~ l nC'rtalf lnc:rt-an 

For lht Yl! r r!!d!!J ila tm&!tt :aU. !016 2015 !dtcrtut) 201~ 2014 (dtuust) 

Ot)rtlling lncomt: 

Rtgulattd En<r¥Y s 6'-851 s 60,935 s 8,866 60,985 S0,451 s 10,534 

t:n~oulattd En<rll)' IJ.U4 16,)55 (2,511) 16.)5< 11,723 4,632 

Othtr busmtssts and ehm1n.ataon.s 401 4 18 (17) 418 105 )I) 

Tol.al Optr•linc lnumr 84,096 77,758 6,)38 77,758 62.279 15,419 

Gams from sales ofbuSintssts 7,139 (7,139) 

Other oncomt (t•p<nst) (UI) 293 (734) 293 101 192 

lntr~st ch.-rges 10,639 10.006 633 10.006 9,482 SH 

lncornt lldort l otonlt Tuts 73,016 68.045 4,971 68,045 60,037 8,008 

Income ta'<ts 28.341 26.905 1,4)6 26,905 23,945 2,960 

Ntl lnconl t s 44,675 4 1,140 l,SJS 41 ,140 s 36,092 5,048 

EarningJ Ptr Shart of Common Stock: 

Basic 2.87 2 73 s 0 14 2 73 2 48 0 25 

O•luttd 2.86 272 $ 0 14 s 272 2 47 0 25 

Chesapcake Utilities Corpornlion 2016 Form IO·K Page 29 
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~..:..~ 11 .. 

ZQ 16 compurttlro 10 IS 

Our n<toncomeoncreued by approximate!) SJ 5 mol loon or SO I~ per shate (diluted) on 2016, compated to 2015 Key \'&riances included 

Prf'ootU Stl [arningJ 

111111 # .-......~. t'\t~I"I""'-...J..w~ lnC'Omt lncomt Ptr Shan: 

Ycar CM!ed O.Cemb<r 31 1015 Rcported Resulu 6S.~S 41 140 s 272 

AdJusung (Of unusualetcms 
Weathu om paCt, pnmanly on thelirst quart<r (3,595) (2,200) (0 IS) 

Nfi pan from settlement lifffmtnl associated \\ith cus1omer billing sySJem (1,370) (838) (006) 

(~.965) (),038) (021) 

Increased (Ocercosed) Gross ~ltr¥ons 
Servic:c t"Cpans•ons• 7,192 4,~00 030 

Eoght Flag>' CliP' 4,998 l,OSS 0 21 

GRIP' 4,~4 2,474 0 17 

Naounl Gas Growth (extludons servicc cxpansions) 2,734 1,673 0 II 

Lower reta1l propane mar~ans (2,770) (1,695) (0.11) 

llighcr customer consumption - other 1,899 1, 162 008 

lmplcmcn~ation or Delaware Division new rates• 1,487 910 006 

Natural tJ1.5 mar~cung 1,043 638 004 

Xcron trsd•ntliOSJCS (847) (S IS) (004) 

Sandp1pcr margms auociattd with con\·ersions 736 450 00) 

Sharp cncrgy-rclat<d ~f\oces (SI2) () 13) (002) 

20,004 12,239 0 83 

lncrcosed Other Opcnton(ll'xpenscs 

I loghcr staffing and anO<oated costs (4,443) (Z,718) (0 18) 

HJs,hcr dcptec1auon. URI removal and propeny ta'< costs due 10 new capt tal in\·utmcnu (2,952) (1,806) (0 12) 

Eoght Flass' operauns c-penscs (2.~32) (1 ,488) (0 10) 

Ua~her outside servic:c a.nd (ac&luy maantcnance costs (974) (596) (004) 

(10,801) (6,60&) (04~) 

N<t cootnbuoon from Aspore Encrvr ) ,130 1,915 009 

Impact of common JlocL ouuancc (OOS) 

lnrutst char~cs (633) (387) (00)) 

Chang< on Olhcr oncomc ("pense) (734) (449) (003) 

T 1.-'< rate: chansts 530 004 

Ntt ocher changes (1,030) (667) (006) 

Year ended O.Ccmbcr II , 2016 Rcportcd Rcs1Jito s 73.016 s ~U75 s 2.86 

"" Srt rhe Major Projrru and lnitiatiHs tablt. 

Chesapeake Utilities Corporation 2016 Form 10-K Page 30 
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Tahl..: uf ('MHt.:ll» 

20/5 compllrtt/1() 10/.f 

Our ne1 inc<>me increased by approxima1ely $50 million. or S0.25 per shart (dilu1ed) in 2015, cnrnpared 10 2014 Key variances included 

l m thtmJdU<b, txerpl ~r t/tQn IW'fl'tnl.d 

Year ended December 3 1, 2014 Reponed Rcsuils 

AdJUStin,M for unusual items· 
Gains on sales of businesses. recorded in 2014 
Asset impamnent charges, recorded in 2014 

Weather impact 

Gam from senlemen1 agreement associated with tustomer billing system 

Increased (Decreased) Gross ~biJ!ins 
llig.her retail propane margins 
Servi<:e expansions• 
Olher na1ural gas groW1h 

GRIP" 
FPU electric base rate increase 

Xeron 1rading losses 
Decreased \•.rholesalc propane sales 

Increased 01her Operating Expenses 

Higher staffing and associated costs 
Higher depreciation, asset removal and propeny tax costs due 10 nt\v capital investments 

Higher facility mainttnl\nce and service contractor costs 
Costs associated wilh a customer billing system scnlement and other 1ran.sactions 
lnereasrd 1ncenuve compensation 

Net comribution from Aspire Energy, including impact of shares issued 
Adjusuncn1 for o1her shares issued in 20 15 

Interest charges 
Net other ehillnges 
Tax rate change 
Year ende<l December31 , 2015 Reponed Resuhs 

• See the ~1ajor Projtcts and lniti:ttivu tablt. 

s 

Page 3 7 of 11 7 

l'rr--hu Ntl Earnings 
Income Income Pt.r Shart-

60,037 36,092 2.47 

(7,139) (4,292) (029) 

6,880 4, 136 0 28 

(4,408) (2,650) (0 18) 

1,500 902 0 06 

(3,167) (1 ,904) (0 13) 

8,930 5,369 037 

5,215 3,135 0 21 

4,260 2.561 0 17 

4,15 1 2,496 0. 17 

2,465 1,482 010 

(1, 179) (709) (0 05) 

(446) (268) (002) 

23,396 14,066 0.95 

(4,071 ) (2,447) (0 17) 

(3,265) (1,963) (0 13) 

(2,499) (1 ,502) (0.10) 

(1 ,081) (650) (0 04) 

(910) (547) (0.04) 

(11,826) (7,109) (0 48) 

567 341 (0.06) 

(001) 

(525) (316) (0 02) 

(437) (259) (002) 

229 002 

68,045 $ 41 ,140 2.72 

Chesapeake U1ilines Corporalton 2016 Form IO·K Page 3 I 
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Su~1MARY oF K tv PACTORS 

,\lujor hoju ts nnd lf1itiilli•·~J 
The follo"ing t.lble summari:r.es gross margin for 01.11 maJor pro,ects and initaauvc:s completed 1.1na 2014 and our major projecu and tnu.iath:es euruntly unde"'"'IY Grou margin refl«es opcraung rc,enue 

Ius coso of sail'S, excludong dcpr<Ciauon, amoruution and accr<1oon (dollan io lhousonds) 

£ , b,dnt!\hajor Pn>j t:C'U •l'f•ll nlll•lht'-• 

\.."•r•••l UnTs\rlxtlll\hi}I.'C.lA 

Rc~ultkln Pt(lo.:«...ll\if 

T,-e.!l-"1;1:ru.n.g M•}'lf p., «.h anJ llutiMLI\• 

r ... ,. \\ajH PJoejH~ •a4 l•ii•I"O 

UJ.u.flb, .. ~p.- ~u• 

Rceu:.~o.~n Pru...~~' • • 

T..tal fultn M;aj(lf PNJc .. b 1ft.! lnahata\ct 

lltl' lOIS 

ll.S16 22.1~1 

1.4H7 

101~ 101 .. V•rlAIII« 

ll Sl6 IH'XI 

lJS1ft 

1011 

"s tiS 

:.:so 

2.1SU 

lOUI 

47.107 

lHU 

Tuc•l ... $.l.l'-' ll,$1(1 ll.«.S 11.$'111 S.tUf. IS.t.•~u Sl.68S M.S'JS 

'''"Ou-c R"f";tcr!lt: gt\'f~ tnMJin f••l lhd .S)al.<ttt Rdllhlbt) •nJ lUI? I '(l'lflllilt•n f'CUJ\:'>1' 

"'tn J&nwu) :011. F.tlChl !r\ho.~r.: lil.oJ • r1te .:•!le '>'lth the t i•-RC lh¢ I>Ull.'\•n'IC ofll'it 1111~ Ulfe.lf not kno\~1tllll1ullltn~ \ee llct'l\ i. J."m,ll.adl.'iJrJtfl~li'rlll ,..,/,'VttrJt•'"'"''""' /Ntlu. N••te IM. N.aut t•;.I C)t1Nor H.-tllhll¢~?'ktrvllle,, rut aJJ•IJCifloll tl\(unual•~'n 

... In h:.l"'fu.J) !017. H-"l'f tk-l.b~ Jnmoo 6kJ • J'lC'tlllon \\llh the 171."~ P\C rcquc•tmg • lem~ntl)' liW,;hiltt~ m<'\hltuJtn W t'C\»\"Q the cm1.11,1~1u. .. l\~ n( An IJ'I'h~f'"•e retllm nn ln\il•tn .. nl l)l)lXJI""'J "•th eucnlt.al rd.,~ehl\ aDd nfl-.kltt.V.Ilkllft 

I""JC\:11 Clllll..l d~tnt ducul'Uitun "llkln See lkm ~. F"ll.lltt"UJI .\t;Wi"i'tll, tlt~>.l.'\f~J!flt'~IJJI)I Dala, NUk 18, R411t, fJII!!I Othu R .. plott)f)-. .Cc-I.Mt.ttJ. fw •J..bt.,.,...),,.lunNih.,.. 

.\lujor Projm.s and lniltutb·o Cu~ttplrt~d Sinu 1014 
The foll""1ng oobl< summanus gro.s margoo gcocnu«< by our miJO< ptojccu and iniuam<s corn pined sin« 2014 (dollars on ohousands) 

C•p.hlll huc.\lmn l PruJ«·h : 

Ae41ul4d1••1 

A"f'liCf•nctJ\ 

~n~cvr ... ,.._.-ao.c 
~-'""'\:• Jktl 

Dtli"'W. 

Teui~Jblf'!....,..c.•ontr~~o.:t• 

l.onf.·tml\ c .. ,.~;u 
1);-1 11\~lfC 

Toul kln~·t<rm t.dniJI .. ll 

Tc.••J s~nk-c r.,, .. w •• 
f'llorW.CRIP 

£1( .. 1 n..c•' CliP Ptaat 

T•t:.-1 c . ,-t.ll••nt.,.t ,_,.,«b 

£\ltri•c R., ..... , • ., rN«<-4Mv.: 

DclWIR UtHHo.IIClR.tkC...C 

Tot•l £\L,Iiaa R•cut.lor') P"-"""'41111) 

Tf!t.d £ \l\ tiAa ~1.Jor Jln•J"h .. d lniti•thh 

llHI 

lurt:.M4 

lkftm-.rJI , 

201$ 

~~--~~~~~·~~~ _s ____ • _•<_l _ s 
~~----·~·~·~~~ _s ____ , _,,_z_ 1 

I.KIS S l,l<l4 I 

lUIS 

6.12<4 

tl'Jt f UtH 1 

..,-----"-"-1 'XJlol 

.;.1 _____ ,_' ..:'2'--~ I G\10 I l.7S2 I 
"""' 1!>27 

,:1 ____ ::1•.::~~·¥·:..... ~ $ 11'Jl s 71uJ s 
S I J.S~! S 7 ~ ~ S H141 t 7 ~ ' S 

..;._____;='-':._ - ---

.;.1 _____ ·~~-·~ _s _______ s .. ~~ -'-~--------- s 

ltl 1<4 

l.ll,l6 -S 

.zuzr. s 

oi6J s 

•c.l $ 

: • .a&v S 

'1n s 
- I 

S .a\7t:" ~ $ Ulll S ~~ .S'-' "-1----' -" -' -

~:----~~~.•~;:;7_ S - I 
.:..,. __ ....:1~.48..:7_ S - I 

1U7 S 

1 .. ~, s 
- s 
- I 

s 4Sll>l s 21,1!6 s l1.M•• S lt Sl6 S 

6,U& 

l\)11 s 

"'" l !~v S 

s 11S s 
• S1 s 

- s 
u .. 

- I 

- I 

15,1'1'110 ' 

liH7 2CII8 

11.li'6 

6.%S S: 7,r-.os 

1622 1 G2l 

• 1~7 .:.~----~·.:.22:.:7_ 
12 >24 .:1 ____ ..:•..:••..:1_ 

I "ll .:S--~1::•.:.• ..:·7_ 
• 1l6 .;.s _____ a_.s_7_ 

"' ISS .:1 __ __:':.:.7~1u:.;7_ 

U~• .:..S _ _..:2.:..ll<J~ 

U><J .:.1 ____ .:2.:ll<J'-'-

S0,4JI .:,S = ...;';.::Y-;.;,11;.:?_ 
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A'f)lr<VWTI1) 
Aspire Ene'l!Y xcnmted $~ 9 m1lhon In additional ¥TOSS margin foe 2016 cocnpared to 2015 due10 pllt to lhe fact that 2015 Included onl) n1ne months orreRIIU totnmencing on April I. 2015. the date we 
acquored thiS buSiness Oflhe SS 9 m111ion or2016 ¥TOSS m&rJlln, S4 2 milhon of ¥TOSS maqpn v.u generated tn the first quarter of2016 Asp1re Encrl!} also g<nemted h1gher ¥TOSS matgjn tn 2016 as a rtsult 
of priCing omendmcnu to long·tcrm gu sales agrccmenu. addtuonal man•gcment fees and h1ghcr volumes of noturall!l's deli-cred to or on bthalf or ccruin of us cwtOmers 

s~,"~ fJPcllt.•.mlh 
In Janulr) 201~, the Flondo PSC appr'O\ed a firm tnn<ponauon •¥Tcemeot between Pcrunsula Plpd1nr and our Flonda n&turai!>IS dumbuuon di•u1on Pursuant to thiS •¥Tecrnen~ Pm1ruula P1pdtne 
provides naturali>IJ uonsmisSion SCI' icc to support our npansion or naturall!l's dismbutioo sen ice tn Polk County, Flonda Prn1nsula P1pehne began the tn1ull phase of tts service to Chesapeake Cuhues' 
Florida noturali>IJ dumbuuon dl\tSion In ~1orch 2015 nus OC\\ Str\ICC gencrated S719.000 or addlbonll sross margtn In 2016 eocnpared to 201 s 
In April lOIS Eastern Shote cocnmenccd mtem.puble ser\lto to an clectnc pov.-.r genn-&tor m Kent County, Dcloware Theontcrrupuble «nico concluded on Dcccrnhcr 2015 and wu rqllaced by a >hon· 
term OI'T! 90 Scrvoce, \\h1ch generated add1uonal gross mlrJIIn of SS 4 milloon in 2016 eocnpared to 2015 We hove .. e.:uted 1 l~ear long·term OPT 90S ser\1CC a~ment -.oth this custOmer to be 
ciTccuve Morch 1. 2017. and ha-. filed an agreement with FI!RC rtqucsung (i) the wvrcc to be elfeclr\e March 1. 2017. and (u) a,..,,., of the JO da) notre< rcqutr<mcnt in e<der to ho•c it bceocne 
elfccuvc Morch I 2017 

In October 201 S, r:,astrrn Sh01c submmed an applicauon to the FERC co make certain me1cr tubt and conuol valve rcplacemen1s and relattd 1m prO\ em~IJ ar its TEn.P interconncc;t facilities. '' h1ch would 
enable Eastern Shore to rncrtase natural gas r<eerpts from TE11.P by 53.000 Dtsid. for a total capacity of 160,000 Dt~'d In Dcccmbtr 10 IS, thr FERC authorit.ed &stem Shore to proceed wilh thrs proj<C~ 
whtch was corn1~tted and placed •n ••rvlec 1n ~larch 2016 Appro,imately 60 percent of rhe increased copactty hu betn •ubKribed on 1 •hon·term firm servioe basis This SCr\'ice generated an additional 
grou maqc1n orSI 4 milhon in 2016 compared to 20l5. The remaining capacity is available for fim1 or intcmup11ble St'nicc 

CJ/(/1' 
GRII' is a natural ~" pi1>< replacement program approved by the Florida PSC. designed to expedite the rcplacemem of qualifying di.,ribuuon mains and services (any material other than coated steel or 
plastic) 10 enhance rc1iab1hty And intc~my or the florida natural gas distribulion sys1ems This program allows rteovcry, throuf!h reKulated rates, of capital and other program-related costs, inclusive of a 
re1urn on inveslment, 1.55«ial~d with the replacement of the mains and services Since the inception or the pro~Nim in August 2012. we have tnvesLe:d $102 8 million, lO replace 214 miles of qualifying 
di5tribution main<, $26 0 milhon of\\hich wu inveSted during 2016 The increased investment in GR IP gen<roted addtuonal grou mor~1n of S~ 0 mtllion in 2016, compared to 2015. 

1-:JJ!hl Flag..,·c·JtP Jlfaut 
In June 2011>, E1ght Flags completed con;~ructton of a CliP plant on Amelia Island. Florida ThiS CHP plan<, \\hich con>IStS o( a naturnl·l!•s·lired turbme and associated electric generator, produces 
appro.,mately 20 ~I WII of ba<e lood power and mcludes a heot r<eovery steam generator capable of pro\ldln8 appro"mately 7\,(1()() pound< per hour of rcsidu•l ste•m In June 2016. Eight Flags btgan 
selling p<)\\tr generated from the Clll' plant to FPU. pursuant 10 a 20-)tat power purchase agre-emtnt. for dutribuuon 10 ns feCal I elttlnC customers In July 2016. it also sta.n.td selling steam 10 Rayonier 
pursuant 10 a ser1.rate 20---rtar contracl 

The CHP pl&nt rs po"<red b) natural gas tran<poned b) FPU through its diStribuuon S}Stem and Penrnsula Ptpehne through liS rntr.utatc p•pehne bght Flags and other affiliates of Chesapeake Uuliue< 
gc.ne:nted S~ 0 mil11on 1n addJhonal g~oss matgm as a rt1uh of thcst new se:tYieC'! in 2016 nus amount includes gtOSS mlli¥Jn of Sl 4 nulhon aunbutablc lO flltutal gas distnbution and uan.span.auon 
sel\ ten prtl'rded b) our affiliotcs 

F111uu ,\lujor Ptojun tmJ b titiuli••cJ 

u·Jm .. · <W .\ldmllltt f;._rpumiOII PrOJ•·tl 
In Au~ust 2014. Eastern Shore entered into a precedent agreement "'than electric pov.CI' genmtor •n Kent County. Dcla .. are, to prO\tde a 20.)e&r natural gas tnrumiu•on ,.,.., .. fa< 4S,OOO Ots.c! 
dcll\erable to thelatml serving the custOm<(S foetht). upon the saosfactoon or ccn11n conc!ttions Thts new SC1'<rcc "'II be piO\rded as along·tcrm OPT! 90 Scr\lte and is C"<pccted to generate at leost SS 8 
million 1n annual gross margtn As prc-oously clt$Ct1Ssed, dunng 2016 '"generated SS ~ milhon on addtuonll srou margJO, eocnpared to ZOIS. by prO\ldtng shon·tcrm OPTS 90 Service to thrs cu>tocner In 
Juh 2016, the FERC authonzed Eu1cm Shore to construe! and operate the proposed Whne Oil. ~latnhne PrOJect. "luch "'ill con <1st of S 4 mrles or 16-tnch ptpehne 

Cheupeate l:uliues Corp<ntion 2016 Fe<m IO.K Pa10e Jl 
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looping and 3,SSO horsepo\\<r of new compr<ssion in D<lawar< Construction of th< p"'J«I "underway and loog·t<rm servico is expec1ed 10 commcnc< on March I, 2017 

S)~Um &/t~hlftf)' f'HijtCI 

In July 2016, the FERC outhooud EH1<m Shcn to construct and opem<lhe proposed Sys1cm Reliabilil) l'roJ«~ "h1ch '"II consut of appro"mlldy 10 I miles of l6-1ncll pipdi"" looptng and auxoliuy 

facilitJes in r\e\\ Castle and Kent Coonues. Delaware and a new compressor at 1lS e(iSliDJ Bndge\ilJe comprt.ssor stlhon in Susse'< County. Dela\\o'ltr. Consuucoon of the project is: undcrv..ay and is 

expected 10 be compl<ted 1n April 2017 ThiS project,.., 1nduded 1n EIISt<m Sho«'s Jtnuuy 2017 ba"' n le ca"' filing wi1h the FERC Th< esuma1ed annual gross m&'l!Jn associat<d wuh this projec1. 

assum&nJ; re<:ovcl)• in 1hc 2017 nte cue, IS approximalely $4 5 million 

'!Q/7 f~lJI<mwm Pmpc.'l 
In May 2016, Eul<m Shore submiucd I roquesl 10 the FERC IO &niuale lhe FERC's pr<·fihng process for ... proposed 2017 ExpanSion PrOJCCI The 2017 Expansron Project will pro"de 61,161 Dls;d or 

addmon.al firm n1turaJ gas uansponauon ltt\'Jtt pursu.~nt to prtcedc:nl agreemenu E.urern Shore entered Into "lt.h four nJS&ing customers as v.ell u affiliates ofChesapealt Utilities facllnaes rtqu•rtd to 

p<O\ide th" nN ........ v.ill CO<ISI$1 or (1) approxtm&lely 2J mtles of pip<ltnc looptng In P<nllS)h·onll. \Ill) land and Oela .. "OJ< (11) up¥J1ldes 10 aisuna m<tfflng racihb<S In lancut<r Count). 

Pennsyh'Inla. (tu) •nmllaoon of an add&oorul ),550 hortq>O.,<r compressor unitll East<rn Shore's e-<isnng Ollle\111< compressor staoon 1n ('htst<r Ccunl), Pennsylvamt, and (i") appro"ma1cly 11 miles 

of nt\\ ma1nltnc extension and tv.·o prtSJurc contrOl stauons 1n Sussex County. IXIaware Tht project v.ill amcratc appro.xtmattty Sl S 7 million or gross marg~n '" the firSt full )'tat aflcr the new 

Ctan$ponaiiOO Ser'VICC$ )JO intO cfrtct 1\e estimated COSt Of thiS tl<plnsion project is $(}8 6 million 

IY~nthtr 11ntl Cmuunvuion 
\Vanntr ttm~turcs in 2016. pan•cularly dunng tht fsrst qua net or the yw when the demand rw natur11 gas and propane 11 normally h1,y.h. negatively impacted our earnings Lower custom~ mtrg) 

consumpuon, directly anributableto ... .,..,.than normal 1emp<ra1ures. reduced gross m&'l!Jn '" 2016 by$) 6 mtlhon. com paned to 2015 The following ~.>blt summtnzes th•IIDO and COO tnrormabon for 

2016. 2015 and 2014 

H /)/) <UJ<i C/)1) /nj.lf'fll<l/1011 

fo·or the Yurs Endtd Otctmbtr Jt. 2016 lOt~ Varianct 2015 1014 Varianct 

Delman•• 

Actual HOD 3.979 4,)6) ()84) 4,)63 4,826 (463) 

IO.V<ar A\<r>~<li00("Nonnal') 4,453 4,496 (43) 4,496 4,48) 13 

Varian« from Normal (H4) (Ill) (IJJ) )43 

Florida 

ACIUIIIII)O 672 SOQ 103 569 888 (319) 

IO·Y<ar AveraH< I tOO ('Nom>al") 828 8~9 (ll) 859 856 

Variance: fwm Normal (1~6) (290) (290) 32 

Ohio 

AciUaiiii)O 5.318 2,404 I' A 2,404 NIA 

IO·Ycar Avernge HOD ('Normal') 6.078 2,90} NIA ~'' 2,903 N1Ai11 

Variance: (rom Normal (260) (499) (499) 

florida 
A<lual ('DO 3.151 3,338 (186) ),))8 2,70S 6H 

IO.Ynr A\<rag< COO ("Normal") 1.820 2,760 60 2,760 2.768 (8) 

Va.nance: from Nonnal 332 S78 518 ----,(,.63:::-) 

"HDl>f,lr(1htQ1•f'•'""nt.:d fHlmAJ101 t lOI~tluv~l~mbcr )I. lOIS tai\I.•A.,'<Ifc f<nc:'i~ rornmtn..~o"\JCJo!"CI•Ik14\.\CinApnii . !OIS 
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l+opmre Prier~ 
Lowrr retail propane margins for our Delmarva and Florida propane distribution opcrauons decreased 11,ross margin by $2 8 milhon in 2016, of which S2 4 m1llion is associated 1Aith the larsrr Odmarva 

Perunsula propane d1stnbuuoo operauon Margins per retarl gallon returned to more nonnalle•·tls, dmen prineipally by lov.er propane prices and loc.al mark<t conditions Th<S< mark<t condnions, includ1ng 

competition ,.,th otha propane suppliers IS wdl as the availabrloty and pri« or ahernathe encrxy sources. may fluctuate b&kd 0<1 changes rn demand. supplv and other energy eommodrty prices As 

<'peeled, the IC\oel or retad m&rl!'n• per gollon generated dunng 201 s \\Cfe""' SUStained We conMue tO assume more nonnaiiC'oels or nwgms in our long-term finoncial plans &r\d roreeuu 

PES CO 

PESCO pn>11ides narural ga. S\Jpply and supply management S«Vr<es 10 res1denual, commerc1al, rnduslrial and "holesale cu!lomcrs PESCO pnmanly operates 1n Flonda, on the Delma" a Pen1nwla. and rn 

Ohro PESCO compttes ""h regulated uulities and other unr<j!UIIled third-pany marketers to sell natural gas supplies drreedy to commercial and industrial customers through comp<Utively-pnced contracts 

PESCO does not currtntly own or ope-nue any natural gas transmiuion or disrriburion llSJtts but sells gas that is delivered to rttall or v.holesale customers through affiliated and non .. affiliatcd local 

distribution company systems and transmission pipelines 

In October 2016 the Delaware PSC approved PESCO as Asset Manager for our Delaware d1vi11on pursuant to a three-yt~r agreement, which goes into eiTeet on Apnl I, 2011 This agreement "ill provide 

us~tial capa.cirv on rejaonal p1pchnes and storage 10 facahtatt PESCO's gro"1h sara1egy 

Operaong re-enucs ror PESCO "<re S9S 4 million 1n 2016. compared to SS6 2 million tn 201 ~ The maJority of this menue gro"lh "as pnmorily aunbutobleto rncreased customers &r\d •olum<s 1n flonda. 

Del miMI Penrnsula and rn Oh1o as ..-dl IS the SCO supplrer aiJe<m<nl '""' Columbia ()u or Ohio The SCO supplrer OJIIe<mcn~ "hieh tcrmin11es on Marth ) I, 2017, provides narural S" supply (or 

Columbia Gas or Ohio to ••rvice one or its local dislribuuon CUSIOmcr pools PESCO abo ISJUmed the obhgation 10 store narural gas In\ entory tO sansry ... obhgauons under the sco supplrcr agrc<ment 

Oro» margin for PESCO "II $4 6 m11hon in :016, compared to Sl 6 mrllion in 201S fa•orable results rn 2016 from Increased tu>tornercontracts in Aonda and oodte Ddmma Penrnsula \\ere oiTset b) a 

Sl S million loss as.sociatcd \\·Jth the SCO suppher agreement, \\'here rC'\'enue from tnnsporttd ,·olumes wu insuffic1cnt 10 co\er PFSCO's fi11:ed srora~e and papcllne fees. gi"en the seasonality ofvolumc.s 

as well as warmer tcmperatllres Under the contract, PE.SCO pays nx~ ~ongc and papeline fees over the entire cwelvc--month p.:r1od, although the proJected \·~un1t1 are expected to be highest 1n Orit 

quaner of2017 followed by the rounh quaner of2016 (contntCt l><riod or April I, 2016- March) I, 2017) 

Operating income for PI'SCO was $19 million for both 2016 and 201S PESCO incurred a $1 0 m1llion of increased operallnll"penses in 2016 due to hiJ!her costs related to add!lionol MftOinl! and 

a.s.sociated costs a.s '"'ell as 1 si~nificant loss on the SCO su,,pller ljreement 

Xuun 

Gross m"'l:in for Xeron "" S(~J6,000) in 2016, compued tO $)01,000 rn 201S Results In both )<ISS I<Cr<lmpacted by unr~>orable etUde orland propane rutures uadlng 

Oth~r j\"ururul Gu,\ Gruttth .. J);Jfliblltion ~11rionJ 

In addition to service e'pans1ons, the natural gas d1Sir1bulJ0<1 operations on the Delmarva Pen1nsula gener>ted Sl S nullron rn add1tional gross margin ror 2016, compared to 201S, due to an rncrcase rn 

rcs1denuaJ, commcrc1al and Industrial customers served The average number of rclidcnua1 customers on the Delmarva flcninsula increased by 3 6 percent •n 2016 compared to 2015 The naaural gas 

distribution opcrationJ in florida generated Sl 2 million tn add1Uonal gross margin in 2016. compared to 201S, due primanly to an incre~sc in commercial and industrial c.ustomets ;n f'lorida 

J)t.fUM (JU /)t\'IJifHI TOk C'Q\t' 

In December 2016, the Dela"'&r< PSC opprov<d a sertlementaxrmnentos recommended by the lleanng Eiamin<r's r<pon The settlement agreement, among other lhrngs, prO\idcd for an incrt~se rn OU< 

Oda"'"V"t divis.aon tt\tnue re:quneme:nt of $2 25 m1l11on and a rate of rttUm on ~ommon tqUil') ofQ 1S pttttnl The nc" rates are dT'tcb\C for set"\ices rendered on or after Jan:u3l)' I. 2017 Any amounts 

collected through tntenm rates'" e'<CSS of$2 25 milhon "Crt accrued for refund 10 the rat<pi)«S b<1Pnn1ng in th< fim quancr of2017 The accrual for thiS refund had no materialeiTeet 0<1 our results ror 

thqear ended December 3 I, ~016 

Chesapeake Uulnirs Corporation 2016 Fonn 10-K l>age 3S 
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f a',!., yf ( vnh .. l\_\ 

f'Afl~m ShiJu it.ltt ( a~t 
In January 2017, East<m ShOtt filed a bast rll< proctcd1ng with th< FERC, u r<qllircd b) the tmns of its 2012 rate usc sttdtmtnt 111fctment Ea>ttm Short's proposed rot<s are based on the m&Jnlinc eost 
of Str-•ce of appro<~mattly S60 m1lhon, rcsodung'" an 0\trall IC\tnut 1ncrcasc of appro•imatcly SIS 9 lnllhon and a rotc of rtl\lm on common cqully of 13 75 p<n:<ont Tht FERC issued a nOlle< of the 
lihng oo Jan\111) 31, ~017,and the commcnt pmod tnded on Febnat) 8, 2011 Fourteen parues1nt<rvcned 1n the procecd1na With'" of those part1eslihng protests Ntv. rotts on proposed to be etrec~-. 
on March I, 2017 How~ cr. tht FERC t)pltally suspends tht rate> for a pmod offi,·c months Attht cnd of the suspenSion period, Ea>1<m Short will file a mooon 10 •mplcmcnt n<W ratts tffedi,c Aupul 
1,2017 Eastern Shore "'II mpond to any comments liled 

fJ~,,,, .. \) ;ttm Tramftwtn<llltHI auJ Rc/t,tlulll) fV'tf..''tdtn 

In February, 2017, FPU's tlec~c do.u1on filed a pcliUon "'th the Florida PSC, r<qu<>t1ng a t<mporary surchargt mechanum to rceovcr cosu. incluSI' e of an appropnat< return on '"' cstmtnt, ISSOCiated 
"'1th an t>scnllal r<hab1hty and modcm•uuon project on 1ts el«lric chstribution S)S!<m Wt arc StCk•ngappro\alto •nvcstapprOYimaccly SS9 8 m1llion, 0\tr aJi,c-}ar pcnod associated "1th this prOJect 
In Frbruaf), 2017, 1he Office of Public Counsd 1nten.ened 1.n thrs pt"rition The outcome of our pcuuon •s nCM lnown at th1s tlmr 

R EGULA 'ff.D EHRC' ' 

Incrust fntrU.$t 

Ent I!•' l'uc f ndtil 12t£lln1u:c Jl. 20 16 20 1~ !dttru st) 2015 20 1~ (d<rrusc) 

fllf lfl(tt.l!io,~/t l 

Revenue s 305,689 301,902 3,787 301,902 300,442 1,460 

Cou or sales 109,609 122,8 14 ( 11.20~) 122,814 134,560 (11,746) 

Gross margin 196,080 179,088 16,992 179,088 165,882 13,200 

Op~rations & m11n1enance 88,098 83,616 4,482 83,616 76,046 7,570 

(Ga1n from a Jc:nlc:mcnt)las~et impa1rmcn1 charge (130) (1,497) 1.367 (1,497) 6,449 (7,946) 

De,>reciauon & amort1t.ation 25,677 24,19S 1,482 24, 19S 2 1,915 2,280 

Otherta•u 12,584 11,789 79~ 11 ,789 11,021 768 

Opcra'mK fxpc.:nse~ 126,229 118.103 8,1Z6 118,103 IIS,431 2,672 

Optrating tncornt 69,851 60,985 8,866 (>(),985 s 50,45 1 IO,S34 

]tJ/6 COII'fJIIUt/ lu 10/S 

Opm11ng incom< for the Rt¥Uiatcd Energy segment for 2016 .. u S69 9 million, an incruse of $8 9 million or 14 5 percent, compared 10 201 ~ The •ncrc .. ed opcra11ng 1ncomc _. ... due pnmanly 10 an 
lft(I'C'J.$t In aross mar¥-111 or $17 0 mllhon pam ally offset by an $8 t Mllhon sncrn!<' In other opentang e~pc.n$tS co suppon IJO\Hh 

( iun.\ ,\tan:m 

Items eonU1buung to the pmod..,.er-pcnod •ncrasc of$17 0 million, or9 S pcrccn~ '" gtOSS m>rJ!Ifl arc hsted in tht follov.•ng table 
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,.,,~~!»fu .... /,J 

Gro>s m11stn ror the 1 e11ended Oecemb« 31, 201 s 
Factors ConU1bullnl!t0 the srcm motgJn tncreose (decrn!t) ror the yeor ended Decemb<r 31, 2016 

S<ntce Expanstons 
Addtuonal Revenue rrom GRIP tn Florida 
1'011ural Gas Gro~A1h (Excludtng SM tee ExpanSions} 
Oda\\are Ot\lsion Dau Rate lnctease 

M•f¥1" rrom Service to Ei&flt FI•S> 
SandptJ'<f SIR 
Oec~a!td C'u•ltlmtr C'onsumpuon - W nther 
Olher 

Gro.s m••t~•n ror the yur ended December 31,2016 

The followtng ts a nam111\'C discusjion oCthe stgnaficant Hems m the forego•ng table, ''hich we behe"e ts necessary to undc:1S1and the infonnauon dtsclo,)ed in the table 

Increased gross margm from natural gas service t'Opansions wa.s g,enenued primarily from the following 

Page 43 of 117 

s 179,088 

7,192 

4,044 

2,134 

1,487 

1,369 

736 
(282) 

(288) 

196,080 

SS 4 million associflttd w11h itrvtct to an electric p<mer generator in Kent County, Delaware, representing $6 8 million from the shorHerm OPT ~ 90 Service that commenced in Decc:n1ber 201S, 
which was ofTstt by a $1 4 mtllion docrease in gross margin from the conclusion of the tnt<rrupuble sctvice Eastern Shore provtdtd to thts cus10mer tn 2015, 
$1 4 million f)om shon-term fim1 service thal commenced in March 20l6. followin~ cenain measurement and related improvements to Eastern Shore's interconnect with TETLP that increased 
Eutcm Shore's natuntl11as rtcetpt capac11y from TETLP by 53,000 Dtsid, for a total capacity or 160,000 Dtsld Tht remaintng capacity is available for firm or interruptible sorvice, and 
S7lQ,OOO fron1 nammal gas trnnsmis.sion service, which was pan of the major expansion imtiative in J>olk County, Florida 
The forellOI"lJ ijFOSJ ma1~1n merease.s were offS<'t by a gros.s margin decrea.st: of $243,000 rcsulung from a rc<lucuon in ntes for 1 lon~·term firm service to an industrial OJstomer in New Cas1le 
Coun1y, Delaware 

AddtiUNidl u~~VIIIIt front (iRIP, Uortclf.l 

GRIP tnve>ontnu dunng 2016 and 201l b) our nonda natural gas dtsuibution Op<fltions generated S4 0 milhon m addttional grou miiJ!ln 

lncrtued J!IO>S r:1&rJIIn rrom other ¥10"1h tn natural gas (t•cludmg !tf'it~ expansions} "'U generated pnmanl~ from tht roiiO~Ain¥ 

Sl 5 m1lhon from 1 36 pm:enl •ncrn.st an lhe aHnge number or rcsidc:nual customers in lhe Otlmar'\a natural gas d1stnbuuon opaaoons. u v.ell as gro"-1h '"the numba of ~;ommcrc~at and 
tndu>lnal customers. and 

Sl 2 mttlton from florida natural ~as customer grov.th due pnmanly to rlC"' SC'r\lces to comn1naaJ and mdustnal customtrs 

lmplcmrlll«lHJII '1 fkLN art Dt\'J\Itllf R.1tn 

Our Dd ....... Dl\ 1>100 generated addtllonal gross m••JPn of s I 5 millioo from the tmplernenution or rates IS I ~suit or IU base rate r.hna. ror the ) .. , ended Oectmber 3 I. 2016 See SOle 18, /WI<< tJJIJ 

Ollwr Rl'gulllltlf') Attn '"t', to the conJolidatcd fina.ncial scattmtnts for addiuonal details 

Afargm frw" \tn•u c• lui·.J~:Iul·lof.:'' 

\Ve generated add•uonal jrou ma'iin o(SI 4 mtlhon from new natural gas tRnsmission and di$1ribution sen~ces pro,1dcd to Eaght flAgs• CliP plant. commenc•n~ in Junt 2016 
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Stmdpiper SJ R 

Sandpiper gencra1ed addi1ional gross margin of $736,000 from higher margins associated with the cont.Jnued conversion of itS distribmjon system from propane to natuntl gas 

Or~ernting f'..\z~e·me.-r 

Operating expen.ses increased by $8.1 million The significant componentS of the increase in opera tin~ expenses lndudtd 

S3 6 million in higher staffing and associated costs for additional personnel to support growth , 

$2 6 n\lllion in higher depreciation. as~1 removal and propeny tax costs associated with recent capital investments to suppon growth and system integrity, and 

$1 4 million due to lhe absence of a S I.S million gain from a customer billing system senlement in 20 IS. 

1015 compuud IV 2fl/4 

Page 44 of 117 

Operating income for the Regulated Energy segment incre-ased by $2.6 million year•O\'er .. ycar, excluding the impact of several non-recurring items discussed below. The increase in operating jncome of$2.6 
million \\las the net result of an increase in gross margin of Sl3.2 million, partially offset by a $10 6 million increase in operating expenses 

GrO\)Mqrgln 

Items contributing to the year-over-year increase of S13 2 million. or 8.0 percent., in gross margin art listed in the following table 

(mtlw:t.MnlJl 

Gross margin for the year ended December 3 t, 201~ 
factors contributing to the gross margin incrtase (decruse) for the year ended Oectmber 31, 201S. 

Service Expansions 
Additional Revenue from GRIP in Florida 
Na1uraf Gas Distribution Customer Growth 
\Veather and Other 

FPU Elccuic Base Rate Increase 
Growth in Natural Ga.s Transmission Setvices (Excluding Service Expansions) 

Other 

Gross margm for lhc year ended December 31, 2015 

The following is a narrative discussion of the significant items in the foregoing table. '"'hich we believe is necessary to understand the information discJosed in the table 

Sen·i,'l' f.xpa''-''(11'-'' 

Increased gron mart9n from natural ga.s service expansions was due primarily to the followin~r 

s 165,882 

5,2 15 
~.lSI 

3,322 
(3,096) 

2,465 

938 
211 

179,088 

Sl 6 million from interruptible service that commenced in April 2015 to an industrial customer facility in Kent County, Delaware, the interruptible StJ'\•ice was rcplact<l by shon~term OPTS 90 
Strvic.e in December 201 S, which generated an additional S646,000 of gross margin, 

S1 4 million from a new service to the same industrial customer in Kent County, Delaware, that commenced in October 2014 upon completion of new facili ties, which included approximately .S.S 
miles of pipeline latetal and metering facilities extending from Eastern Shore's mainline 10 the new indusu'lnl cus1omer facility, 

$334,000 in additional gross margin from a shon·tenn contract with a.n existing industrial customer in New Castle County. Delaware to provide 50,000 Ots/d of service from April 2014 to April 
201 S, v.•hich was subsequently increased 10 5S,SSO Dtsld of serv1ce at a lov.er reservation rate through August 2020, and 

$908.000 from na1t1ral gas 1ransmission service, which was pan of the major expansion initiative in Polk County, Florida 
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At.kllltwl(t/ Ut','ftltl'' from (il(/1' In Floritk' 

In 201~. oor Flonda na1urol gas dosmbuuon 0pcr1110ns 11enero1«1 $4 2 million in adduional jltOSS "'"'Kin as a resull of addobonal GRIP e<pcnduurcs 

fPU's dce1ne doslnbubon Opcflbon gmcnt<d addouonal grou margJn of S2 S million due 10 hojlha base ntes appro-«! on Sq>tcmber 1014 as a resul1 o( the rate case seulemenl The new rale> became 

ciTetll\e for all metCT reads on or after NO\ ember 1. 2014 

Nowral Cia .. , Dutnhuuon ( ·,,loma CiNJtNih 

ln(h~ased gross margm from other natural gas M,rov.1h was generated pnmarily from the foUo"''"l' 

S 1.9 million from Flor~da na1Ural gas customer grov.th due primarily to new services to commercial and andust1 Ia I customer$, and 

Sl 4 million from 1 2 7 pt.rcent increase 1n ruidcnual c.ustomcrs in the Delmarva natural !JI.S distribution operations, as wtlla~ growth in commercial and industrial customers in Worcester County, 

Maryland 

GnNih 111 Natural GCis lrtut.vnl»mn Mrnt:eJ fOthu 'T'htm ~n·u~ E.xpunsUJtiS) 

Increased gross "'"'B'" from other gtO\'lh in natural gas lr'lnsmossoon S<Nic~s ''"'general«! pnmanly from the foll,.ing 

$678,000 from natural ga.s tra.n:smiS.sJon .service to comm~rclal customen 1n Flonda. and 

$137,000 from Interruptible service to an indu.stnal customer 1n New Casde Count), Delaware 

ncc:rtt(Ued Cuflt)IIU.'f (·ouwmptwn Wtalhtr ami OiJ~r 

Jn 2015, customer consumption of natural ga.s and electricity decreased as a result of near record high temperawrcs on the Delmarva Pemnsula and in Florida during the fourth quaner, which reduced gross 

ma'l:lin by approxima1ely SJ I million 

Oc'lfrutmv &pr11ft'\ 

The 1ncreasc in opnauna nptnsrs was due pnmaril} to 

S'2 9 mJllton an h1ghcr deprec1auon. asset rtmo"' al end property tax cOSts assoc:iate-d \\olth recent npu.aJ in""estments 

$2 8 milhon in hi¥her sufling and associattd cons as a result or additional personnel to support gt0\'-1h and 1ncrt"oued O\ en1me on the Delmarva Pcmnsuha tn early 20 IS due to ~dcr "c:athcr. 

Sl 4 m111ion 1n h1g.her service contractor and other eons.ulung costs, 

S987,000 1n legal and consulung costs associa1cd '""ilh the billing system seuJemenc and ocher iniuatjvc!i, and 

$480.00010 h1~hcr accruals (or incentive compenuucm as 1 result ofimpro\'td year·to-<late financial performance, the (orcgomg ancreascs "'c.re part11lly ofTsc:t by 

Sl S mJihon g.aan (rom a customer b1llmgsy.cem s.cttJtmt'nt m 2015 

Tht non-recu-mng ittms addni mcmnrntal optnung 1ncome of $19 million in lOIS. rcflect1na tht absence- of 1ht S6 4 m1lhon ann 1mpaum~t charse reccxd~ 1n 2:014, related to the: the" unctrtJJnt) 

about the implcmen1auon of a customn billing system, and recapt ofSI 5 million in 2015 as part o( a sadement "'th the \endor of lhe c:us1omer bolling S)SICJO 
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f or the ) ur f ndf11 Prntnhs r l l. 

MN.-.......b, 

Re,cnuc 

C'ost of sal<> 

Gross mar111n 
Opctallons &. ma.1ntenance 
As.scl amp1armcn1 charges 

~J)r«iauon & amona7.aUon 

Othcr11\cS 

Opc:raung e-xpense'S 
Optr'aling luromt 

10/ 6 C:utt'f'ilrdw1015 

2016 

s 10J.77S 

138.81 6 

64,962 

41.659 

6,386 

2.073 

51.118 

$ IJ,S44 

hstrtast 

2015 (dtc:rust) 

s 162.108 s 41,670 

101.791 37,0H 

60,317 4,64\ 

36,536 6,123 

5,679 707 

1,747 )2(> 

43,962 7.1S6 

16.JSS (2,SII) 

Page 46 of 117 

lnuu.st 

2015 2014 (d..:rtaJt ! 

162,108 184,961 s (22,853) 

101791 137,0SI (35.290) 

60.317 47,SSO 12.437 

36.536 30,197 6,339 

4)2 (432) 

5,679 3,994 1,68S 

1,747 1,534 113 

43,962 36,1S7 7,80S 

16,JSS $ 11,723 4,632 

Operatang income for the Unrei'ulatcd Energy segment was S I) 8 million. a decrease of S2 S malhon, year·ovcr·ycar The dec1tasc: pnmarily rcfleeu the 1m pace of warmer weather, a return to more normal 
retail margins in the propane busutess and an operating loss generated by Xeron. Contributions from Aspire Ener~y. Etght flags and our natu1'111 gas morketing business. offseo most of the impact The overall 
increase in gross margin of $4 6 nul lion, wa.s more th3n offset by an increase in other operating cxpcnsts ofS7 2 million 

Gro\\ A.fwrm 

hrms contnbut1ng 10 the year4ovcr~yr:ar1ntrease o($4 6 million, or 7 7 percent, in M,fOSS margin \\ere as (ollo\\'S 

fl'!l/toN,..,..J.,I 

Gross margm for the year ended December J I, 201 S 
Faeton contribuhng to the gross marg~n increase for the year ended D..:emb<r 3 I, 201S 

Aspue EnerHY 
Etght Flags' C'HP Plant 
Deereas«< Re1111 Propane Marg•n• 
D<ereas«< C'u>1omer C'onsumpuon -Weather and Other 

!'(atur'l Gas \larl<11ng 
W..er Marsms fe< Xeron 
Dm<Utd Wholesale Propane ~l.,.g~ns 

Other 

Gross marg~n fe< the yuanded D<eemb«JI, 2016 

The follo"'"8 •s a nan-au\<e d1scuuaon of the SlgJUfica.ntltems m the foregoing table. \\b.ic-h \\t bthC\·e is nccuSJt) co understand the •nformJuon discfoled 1n the table 

Avnul'.lwrgy 

60,317 

5,947 

3,629 

(2.770) 
(1,414) 

1,043 

(847) 

1279) 

(064) 

AsJNre Enc:ry,y grnerated SS 9 milhon '" add11•onal gross margin in 2016, of which S4 2 mallion was realized an the first quart~ of~OIO, due to the fact that !OIS included only nine months ofre:sults Aspire 
Energy beeame a \\holly-owned subsidtal') of Chesapeake Uultties on April I, 2015 Pneing amendments to long·term gas sales agreemen!S, addtllonal management fees and higher volumes delivered to 
ColumbiA Gas ofOh10 and C'CiC' contnbuted to Sl 7 million of this increase 

F1ght Nag,• C'lll'l'lwu 

Ei~ht FI•K•' ('Ill' plont, whtch eo.nmenced operauons in June 2016, generated SJ 6 million in ~ross marKin from the .. 1e of steam ond electnelly Ken crated by the plant during 2016, compared to no "'"'1!'" 
in 2015 
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LO\\« rmil rropane matS'"' for our O.lmll'a and Flonda pnopane distribution operaboos decreased gtou mar~~Jn b) S2 8 m1llion '" 2016, of "hJth S2 4 m1llion is associated With lhelarge< O.lmll\a 
Pen~nsula prorane d•stnbuoon operauon. as m&JI m&Jl!lns pe< gallon rewmed 10 more normal levels The dcchne '" marg1n 1us dn•en pnn<~pally by lo"er pnopane prices and local mm<l cond•uons The 
I e-el of rellil mara1ns pe< pllon 11enera1ed dunns 201 S were no< expected 10 be suSIJlned over the long 1erm Accord•njll), "e conunue 10 aUilme more normal levels of matgins 1n our long·l«m financial 

plans and foreas11 

GRHs m&Jl!ln decreased by Sl 4 m1lhon as a r<JUII of 10\\er sales due to warmer "ealher in 2016 compared 10 201~ In add1UOJ'I, thelo,.er sales 10ere e.pecled as more cus1orners in Oct~~~ Cily, Maryland 
and surrou.nd1ng areas ¥~trt (:on\entd (rom propane to natural gas 

Nutural C:tu Altlfl.~llltj: 

Gran marl!'" for PESCO wu $-16 m1lhon 1n 2016. compared 10 SJ 6 million in 2015 Favorable r<JUIIS in 2016 from increased cu11orner con1t1t1S '"Florida and on the Delmarva Peninsula were o1Tse1 by 1 

Sl S million loss asscx:iaaed w11h 1hc SCO supplier ogreemenl, where revenue from 1r1nsponed volumes wu insufficien110 cov<r PESCO's fixed stO<llge and pipeline fec:s, given the seuonali1y of volumes 
as \\ell as warmer re.mpenuures Under the contract. PESCO pays fixed storage and pipeline fees over the entire twelve-month penod. ahhoul(.h the prOJected volumes are expected to be highest m firs1 
quaner of2017 followed by the f01uth quaner of 2016 (contract penod of April I, 2016 ·.March 31, 2017) 

Gross n>Rrjjin for Xeron Mj ($546,000) in 2016 com pored to $301,000 in 201 S Gross margin w•s impac1cd by unfavorable crude oil and proponc futurcsll1ld•nll 

Openning expen<es1ncrcased by $7 2 mill10n The 51gniflcan1 components oflhe incr<llse in operatinjj expenses included 

S2 8 mlll1011 in opcr~ung expcnse:s ineurnd by i\sp1rt Enerb'Y· with Sl 6 million reprtsenlang expenses incurred in ahe nrst quarter of2016. c:omparrd 10 zero in the first quane.rof201S when Asp1re 

t:.nergy's opt:r~uons had 1101 yet commenced, 

S2 4 mlihon 1ncurred by E1gh1 Flog•' CliP plan~ "hich commenced ope<auons•n June 2016, 

$817,000 '" h•gher Slaffingand add1Uonal cosu for add•tional personnello suppon growth. and 

$681.000 an hijhtr outside SC'f\ 1Cc.S to.u a.sSOC"iatt'd primarily wnh g~1.h and ongoing compliance acuv•hcS 

10/S Compurrd10 10U 

Operallnsmcorne for the Unreaulaled Eners) segmenl was Sl6 4 million, an increase ofS4 6 million, compared 10 2014 The ••crease '" operaung •ncorn• was due pnmanly 10 an•ncrease •n gross m"'llln 

of$12 4 m1lhon JIVd the absence ofS432.000 1n &sstllmpa.nnenl charges, relllled to good,.11land intanJ!!ble assets rc<:orded in 2014 ofTs<l b) an lntrc:ase•n olh<'f operating expenses ofSS 2 million 

tirrh,Aiorrln 

Items conrnbuung to the" ear-o-. n·)Cit ln('rtase or Sl2 4 milhoo. or 26 0 percent. 1n gross marpn "C're as (oiiO'o's 

Gross morain forth< )eat ended Dccemb« J I, 2014 
Faaors con1nbuun~ 10 lhc gross margm 1ntreue for the )<ar ended D<cernb« 31,2015 

Increased Re1ail Propane Mary~ns 

A<p11e Energy 
Ot'CrC'afitd Customer Con~umpuon. \\feather and Other 
LO\\<tr Mars1n5 frotn Xcron 

Other 

Gross mor111n for lh< year ended December J I, 201 S 

47,880 

8,9]0 
6,]45 

(1,792) 
(1,179) 

133 
60,317 
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The following is a narraU\it d1scuSJion of che Significant ittms an the foreg01ng table, "h1eh v.-e- bthn·c is necenal} to understand the tnf(M"'T1auon disdosed '" the cable 

luc. uru~cl RctaJI l'ni('CJIW Alc~Tgun 
H1gher rewl p«>pane ma'l!JnS fa< our Ddmar.·a Pen1n<ula and Flood.\ propane d1stribuuon Opet&Oons dunng 201 S generated 57 0 rn1lhon ond 5 I 9 m1lhon. respeem·el) . 1n add10onol gross marKJn A large 
dechnc 1n v.hole.u.le propane prices dunn¥ 2015. coupled .._.,th f1\ora.blc supply management. and hcdgtng acbviues. rc"ultcd '"a decnase tn the '"crage propane ((61$ for th.c Del mil'-.. propin< dutribut•on 
op<nuon, \\hoch ruulted 1n 1ncreased rttaol prop.tne m1f¥onS per gollon 

A'P'u f.J~erg) 

Asp~re Enerl!)' generated S6) milhon 1n ¥fOSS marg~n dunng ZOIS 

Oc< rca.\t'J Cu\UN,.-r ( "om-ump1wu. WMIIk·r anJ 01hu 
Reduced consumption decr<ued gross ma'l!Jn 1n 201S by 51 8 m11hon Th< decre.ase was mainly dnven by "<ather due to reea<d h1gh temperatures dunngthe founh quan.r of 201S on the Ddmar.a 
Ptn1nsula and by lo .... cr non·wcJtherconsumpuon 1n Aorida 

I.e~ c•r A l<•rgml fiir Xtt rHt 
Xcron's gross mtrgrn decrtascd by Sl 2 m1llion dunn,g '201 S, compared to 2014. as a result of a 14·percenl dcc1cUe '" 1rad1ng ICU\IIY and lower margins on t'(teuled ttadtl In contrast.. Xeron experienced 
h1gher pnce volltihty and h1gher trad1ng volumes 1n 2014. which resulted on unusually high profitability durong that )Ur 

Operating <>l><nl<l 1ncrea;ed by 57 8 million in 2015, due primarily to $5 8 million of operating «pcnses incurred by Asp ore Energy. which commenc<d operations on April I, 2015. The remaining increase 
in opcnuins expenses wu due primarily 10 

51 4 million in h111h<r st1101ng and associated costs due to increased seasonal overtime and additional resource• hloed to <upp0<11(rO\\th, 

S~SJ,OOO 1n 1uJd1Uonal COS15 (or f11cilit)' mamcenance, and 
5411,000 1n tncrea~d ~tccruals for incentive compensation as a result of improved year-to-date financtal results'" 2015, u \\<til as a larger \~on.rorce 

CAtS FR0\1 S.\L£ o• ll~s•,•·•s•:s 
In October 2014. "<completed the ule of 1lravePoin1 for approximotely $12 0 million We recorded a pre·t>' gaon of oppro"mately 567 null1on ($4 0 m1lhon aner-tiL\) from this sale in the founh quaner 
of 2014 We rein,·c:st.td tht proceeds ftom 1h1s sale 1n our regulated and unregulated tnerg) bwincsses We tlso r«ordtd 1 gam of SJ%,000 from the nlc of the Florida rucl line maJntcn.ancc buSJness in 
April 2014 No bu>oncsses ""'sold 1n 2015 or 2016 

0Til£R 1.\CO\IE(l:"t.'St} 
Other 1n<:omc (e.•pense) fa< 2016, !01 s. and 2014 ... , $441,000. 5291,000 and 5101.000. r<Sp«D\cly, v.h1tb includes non-opcnbn¥ 1n,esuncnt income. ontercst 1nca<ne,late fees charged 10 customers and 
gaons 0< lo.ses from the sale of assetS 

1016 Co,parcdro 10/S 
Interest charges fa< 2016 1n<:reued by appro"matdy S6ll,OOO. or 6 per«nt, compared to lOIS The 1nct<ase os att11butable to an increase of Sl ) m1llion 1n 1nterest e.pense fra<n higher shoo-tenn 
borT0\\1nll'· oiTstt by a decreue of $469.000 1n long-term tnterest charges due to pnncipol r<pl)m<nts of our lonjl-t<rm debt 

10/S ((Jmpurd ro lOU 
Interest charge~ r.,. 201S 1ntreued by appro"matel} 5524,000, or 6 p.re<nt. compared to 2014 The increase 11 aunbutable an 1ncrease of 5156.000 in lnterest.-pense from higher shon·t<mt borrow1ngs 
and an 1ncruse or 59S.OOO, 1n long· term 1ntct<st charges u a result of 550 0 million of Sen10< Notes ossued on May 2014 
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10/6 Compllrtil ro 1015 
Income tiX expense was S28 3 million ror 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 201 S 

211/.f ComptiTl!tltt~l0/4 
Income tax expense was $26.9 million for 2015, compared to $23 9 million in 2014. The increase wa.s due primarily 10 higher taxable income Our effec1•ve tax rate was 39 S percent in 2015 compared to 
39 9 percent in 2014 

L IQU!OITY AI"O CAPITAL R ESO!JRC£S 

Our capital requirements reflect the capital·intcnswe and seasonal nature of our business and are principally anributablc to inve-Slment in new plant and equipment, retireme.nt of outstanding debt and 
seasonal variability in working capital. We rely on cash generated fro•n operations. shon·tcrm borrowings. and other sources to meet normal working capital requirements and to tempor-arily fmance capital 
expenditures We may also issue long~tenn debt and equity 10 fund capital expenditures and to mort closely align our actual capital structure to our target capital structme. 

Our energy businesses arc weather·sensitive and seasonal \Ve normally generate a large portion of our annual net income and S\lbsequeot increases in our accounts receivable in the first and founh quarters 
of each year due to significant volumes of narumt gas, electricity, and propane delivered by our natural gas, electric, and propane distribution operationi and our natural H,8S 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 do\vn in the heating season Rnd provide a 
source of cash as the inventory is used to satisfy \"-•inter sales demand 

Ca1>ital ex.pcnditures for investments in new or ac;quirtd plant and equipment are our largesl capital requirements . Our capital ex~ndirures were $169 4 million in 2016. SI9S 2 million (S142 7 million 
excluding SS2.S million, net or cash received, spent on the G•therco acquisition) in 2015 and S98.1 million in 2014 The most significant capital expenditures in 2016 included investments in GR IP in 
Florida, Eight Flags' CHP Plant. and Eas<ern Shore's System Reliability and White Oak Mainl ine Projects 

We have budgeted S260 3 million for capital expenditures in 2017 The rollowingtable shows the 2017 capital expenditure budget by segment and by business line 

(JoJ/an m IAotuurt.bJ 

Regulated Energy 
Natural gas distribution 
Narural gas transmission 
Electric djstribution 

Total Regulated Energy 

Unregulated Energy: 
Propane distribution 
Othor unregulated energy 

Total Unregulated Energy 

Other 
Corporate and other businesses 

Totol Other 

Total 2017 Capital Expenditures 

s 80.829 
136,087 

15,070 
231,986 

11, 153 
5,196 

16,349 

11,981 

11,981 

260.316 

The 2017 budget represents a sig.nifican1 increa.sc over the prior years' level of capital expenditures, excluding aequisi11on.s.. due to additional expansions of our natural gas distribution and transmission 
systems, continutd naturaJ gas infrastructure improvtrnfnt activities: expenditures for continued replacement under the florida GRIP: replacement of several office and operational facilities and infom,ation 
technology systems, and other strategic initiativts and investments. 

Actual capilal requirements may vary from the above estimates due to a number of factors, including changing economic conditions, customer g.rowth 1n existing arc-as. regulation. new growth 0 1 acquisition 
opponuni1ies and availability of capital Historically, ae1t1al c-apital expenditures have lypica11y lagged behind the budgete-d amounts On average, over the last five years, our acrual capital txpenditures have 
averaged 94 pcrcenl o(tht initial budgeted capital expenditurts for those years 
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The timing of capu~l e\p<ndllures can •·ary based on del a) sin r<j~ulaiOI)' appro• als, secunng en•uonmenlll approvals and Oth<r pennus The re&'IJiatory applicauon and approval process hu len~lhtned in 

the past r~ 'cars. and V.'t: ~xp«t this u-cnd co continue 

01pilul.'itructur~ 

We arc commuttd to maintainsng 1 sound capatal stn1cture and strong credit nuinHs to prov1de the financial nc"btlny needed to acceu capital markets when rcqu1fcd Th1s commiunent. IIIOniJ \\--llh adequate 

and timely rate relief for our regul11ted cncr~y operations, as mtcnded to ensure our abiluy to attrac-t capital from outside sources at a rtasonl\ble cost We bclitvc that the achievement or these objectives will 

provide bentfits to our customers. crcdttou and 1nvesmrs 

The follo.,ing prestnlS our cap111h1.alloo, t\clud1ng and 1nclud1ng shon-lerm borrowings. as of December J 1. 2016 and 201 S 

Ot<tmb<r .ll . 2016 O<e<mbtr .ll, 1015 

,,. ,., ... ,, 
Long-term debt. net of current matuuuts s 136,9$~ 13·~ 149,006 29'o 

Stockholders' equuy ~46,086 n•t. )~8. 1 38 71% 

To1111 capll4h7.abon, excluding sh011·1<rm borrowings $ 583,040 1 00'~ s 107.144 100'/o 

Oettmbtr .ll, 2016 Oettmbtr 31, 201$ 

,,.~. 

Shon-1enn dtbl s 10'-371 16% 173.397 25% 

Long-rtrm debL, 1ndudang current maruntae.s 149,053 19-t. IS8,1S7 23% 

Stockholders' equuy 446.086 ss•t. 3S8.138 S2% 

Total capnahubon, including shon-tcrm borrowmgs s 805,01 0 100'1. 689.692 100'1. 

lncludtd 1n !he long·lerm debt balan<es at De<cmbcT Jl, 1016. ""'a capital lease obhgauoo associated "ilh Sandplpe(s capacil). J<Jpply and opcroung agrtemtnl ($2 I million exelud1ng current matunties 

and SJ S million mcludmg <unr<nt mawnues) AI the clos1ng ol'lhe ESG acquiSiuon in May 2013. Sandi>' per en1<rtd 1n1o !his agr....,en~ "h1eh has a Sl<-year tenn The ca~city ponion of !hiS aji«<TTtnt is 

accounted rOt U a cap1111ll~ 

A.s of De<:tmbcr 31, 2016, we d1d noc ha"e any restrictJons on om cash balances Chesapeake UtJhtJes' Senior NottJ and FPU's tirst mortgJHt bonds conlaio a rcsrncuon that limitS the pAyment of d1vidtnds 

or other re1tnctcd payments in exCC\1 or ccrtam prc-deltmllned thresholds. As of December 31. 2016, $172 J m1lhon of Chesapeake Uullucs' cumulath·e consolidated net income and $90 9 m1lhon or 
FPU's comuleuvc net mcome ¥.tre free of 1uch restriction' 

Our target J'IUO or C'QUU)' tO tOlAI capuahuuon, andudlng shon .. tcrm borrowing1, IS betw«n ~0 and 60 percent Wt ha\e maintained. tlltio or tquity co total capitahzauon. including shOtHCnn bOfTOwings, 

bcr" een ~0 percent and 56 percent dunnglhe pu1 lhret yurs In Seplembcr 2016, wt completed a public offenns of 960,488 shares of our common stock 11 a public offenng prict per share of S62 26 The 

neo pnxeeds from lht s.ale of common stoc~. aJI.r dtdueong und.,.nung commiSsions and <'p<nS<S, were appro"ma1el1• S57 4 million, "'hoeh .,.,.e addtd oo our s<neral funds and used 10 r<~y a poroon 

of our shon·ttnn dtbl vnder unsecured hn•• of credit The IU<~ante of eqv11)' re•ulted 1n our equ11y 10 IOialtaP'IIhuoon rauo of SS p<reenl as o(Dec...,bcT J I 2016 

As descnbed below vnder "Shon·T<rm Oon0\>1ng.s." "'e tnt<red 1n1o the Crtdu Agreement and the Revol\<r .,,,h !he Lend<rs in Oclobtt 201 <."'ruth increasc:d our bon0\>1ng capaeuy by SISO 0 m1lhon 

To fat~luare the refinanCing of a por110n or !he shon-tenn bort0"-1ngs 1n1o long-lerm dtb~ as appropnm, "e also entt<td 1010 a lont~·l<nn Shtlf Agreement \O.Ilh Prudential ror the pooenoal pri•are 

placement of Shclr Notes as fun her des.:nbed below under !he headrng "Shelf Agreement " 

We \\ill J«k 10 ahgn. as much as reuible, any long-tetm debt or equity ISSUanct(S) Mth the commcnce:ment or WJ'\·icc. and associated earn1ng&, ro.r largurevcnue gcncraung capitJI projects In addition.lhe 

euCI 0m1ng or any long-term dtbl or equuy muance(s) "''II be based on marl<el eond1U0ns 

Sh<lf AI"''""~' 

In October ~0 1 S. ,. entertd Into a Shelr \grecment .,,lh Pruden110l Under the terms of !he Shelf Agrecmen~ .,. may requ<>l. lltrough O.:tobtr S 2018. !hat Prudtnual purchase up 10 S I SO 0 m1ll1on of our 

Shelf Nnte~ at a filCed intere::st rate and Y•ith a matunty date not to exc.«:d 20 years from the date of issuance Prudential is under no obligauon 10 pun;:hase any or the Shelf Noccs The intcrc.st ntt and cums 

of pa)'ment of any sencJ of Shelf Notes will be determined at the time: of purchase We currently anticipate the proc:etds from the sale of any scncs of Shelf Notes w'lll be used for genen.l corporacc purposes. 

including refina.ncin~ orshon-
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term borrowing and/or repayment of outstanding indebtedness and financing capital expendilures on future projccu. however. ac1ual use of such proceeds will be detcnnined at the time of a purchase 

In May 2016, we submitted a request that Pnodentinl purchase S70 0 million of 3.25 percent Shelf Notes under the Shelf Agreement. In May 2016, Prudential accepted and confirmed our request Tho 
pro«:eds rtceived from the issuances of the Shelf Notes \\-i11 be used to reduoe shon·ttrm borrowings under our revolving credit facility, lines of credit and/or to fund capital expenditures The dosing of the 
sale and issuance of the Shelf Notes is expected to occur on or before April 28, 2017 

The Shelf Agreement sets fonh certain business covenants to which we are subject when any Shelf Nme is outstanding, including covenants that limit or restnct our ability. and the ability of our suba:idiaritS, 
to ineur indebtedness, place or pcnnitliens and encumbrances on any of our propeny or the property of our subsidiaries. 

Short·T~rm Borrowi"K·'' 
Our outs1anding shon·tcrm borrowings at December 3l, 2016 and 201 S were S209.9 million and S173 4 million, respectively. at the weighted avenge interest rates of 143 percent and I 30 percent, 
rcsp«tively 

We utilize bank lines or credit to provide funds for our shorHcrm c:ash needs to meet seasonal working capita! requirements and to temporarily fund ponions of the capital expenditure program As of 
December 31, 2016, we had fO<or unsecured bank credit facilities with three financial institutions totaling $170.0 million in tol31 available credit. In addition, since October 2015, \Ve have SISO 0 million of 
additional shon-tenn debt capacity available under the Revolver with five participatinK lenders The tenns of the Revolver are described in fun.her detail below. We also had access to two credit facilities 
with a total of $40.0 million of available credit The Revolver replaced these credit facilities when they expired on October 31, 2015 None of the unsecured bank lines of credit requires compensatin~ 
balances We arc eurren~y authorized by our Board of Direc:tors to borrow up to $275.0 million of short·ttrrn borrowing 

The S 150 0 million Revolver has a five-year term and is subject co the terms and conditions set forth in the Credit Agreement tlorro\\ings under the Revolver will be used for gener-al corporate purposes. 
including repayme.tHs of shon·term borro,,•ings, working capital requirements and capitaJ expenditures. Borrowings under the Revolver will bear intere.st at. (i) the LID OR Rate plus an applicable margin of 
I 25 percent or less, with such margin based on total indebtedness as a percentage of total eapitaliz.ation, both as defined by lhc Credit Agreement. or (ii) the base rate plus 0 25% or less. Interest is payable 
quarterly, and the RevoJve-r is subjec:t to a commitment fee on the unused portion of tht: facility. \\'e have the right. under c:enain 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. \Vc may also request the Lenders to increase the Revolver 10 $200 0 million. with any inc-re-ase at the sole discretion of 
each Lender 

Our outstanding short·term borro"ings at December 31, 2016 and 201 S included S8.6 million and $4.6 million, respeebvely, of book overdrafts Book overdrafts are not actual borro"'ings under the credit 
facilities; however, these book overdrafts, if presented, woold be funde-d through Jhe credit facilities if presented and, therefore, were included in the short·tcrrn borrowings 

As of December 31, 2016, we had issu~d SS.S million in letters of c-redit to various countcrparties under one or the bank lines of credit Although the amount of the lcuers or credit is not included in the 
outstanding shon·tcrm borrowings and we do not anucipate they wlll be drawn upon by the countcrpartics, the lcners of cred1t reduce the a'a1lablc borrowings undtr the credit facilities 

Our outstanding borrowings under these un$etured shon·tcrm credic facil ities at December 31, 2016 and 20 IS were S201 l null ion and S l68 8 million, re$~-.ectively . ShorHerm borrov,.lngs were as follows 
during 2016, 2015 and 2014: 

(m thou.:;amls) 

Average borrowings 

Weighted average lnteres' ra1e 

Maximum month·end borrowings 

2016 
129,721 

l.4 J •;. 

201,311 

2015 

102,062 
122% 

168,757 

s 
2014 

68,928 
1.28% 

86,040 
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c;..,h Flo"'' 
The ro110\\1n11 tJblt prOVIdts a SUmmary or our Optnlling. invtsung and finan<ing cull 00\\'$ ror tht ynrs ....Sed l>«tmi>u )I, 2016, 2015 and 2014 

for «ht Vur £ndtd D«tmbc'r lt, 

'" ... r.-.b 

S<t cash pro• tded by (used tn) 

O~ungacU\IIIcs 

ln\esung actl\'lllt) 

fin&nCinJ a'U\IbtS 

Stt tncru"' (d«r<U<) tn cash and cash tqul\altnu 

Cash and cash tqul\alents-4><l!Jnntng orp<nod 

Cash and cuh tqutvalcnt> <:nd or ptriod 

Ctnh l·h'"' Jlmmf.td&k' O t)('CQittiV AcU"'"''' 

s 

2016 

IOU71 

( 170,0l71 

67,919 

I,J2J 

2,1~S 

~.171 

2015 

1~.121 

(164,539) 

58,697 

(1,719) 

4,S74 

2,8SS s 

201~ 

73,708 

(81,010} 

8,520 

1,118 

J,JS6 

4.S74 

Chan}!e5 '"our cash flow• fro1n optraung activities arc aunbutablc: primarily to changes in nee income, adjusted for non·tash items such as depreciation and chan~es in defel'l"ed income taxes. and work.in;; 
capital Changes in work1ng capital are determined by a variety of facmrs, including "vcathc.r, the prices of natural gas, c1eeuicny and propane. the timing of customer collections. payments for purchases of 
muural gas, cltctricity and propane. and deftrrtd fuel cost re-coverirs 

\Ve normally generat~ a large ponaon of our annua1 net income and related increases in our accounts receivable in the fi rst and founh quanen of each ytar due 10 significant volumes of natural gas and 
Jl<OJ>&ne deli,•eted by our natuntl gu and propane distribution operations and our natural gas oupply, gatherin~ and procusin11 op<rauon to customers during the p<ak he•ting season. In addition, our natuntl 
gu and propane invcntoncs. which usu3lly peak in the fall months, are largely dra\\11 down in the heating season and provide a source of cash as the inventory is used to ~tisfy winter salts demand 

During 2016 and 2015, net cash ptovtded by operating activities was SI 03 4 million and $104 I mtllion, respe<:tively, ruultmg tn a de<:r<ue in cash nows of $7S2,000 in 2016 Significant optrotmg 
acti'IIUC$ generallnk' the cash flow ehllni(e \\tre as fol lows 

Changes 1n net accounts rt'Cc1vtblc and accrutd rev-enue and accountS payable and accrued habihbts dec~ued ea.sh flows by SIJ 4 m1lhon, due pnmanly 10 h1gher revtnues and the timmg of the 
receipt of customer pa)•meniJ as well '' 1ncrtaStd t'Cpenses and the timing or payments to vcndots 

Ntt 1ncome, adjusttd for non~ash adJustments and rtc:onClhn~ acuvlties. 1ncreased cash flows by $18 3 m1lhon1 due primarily co an 1ncreue an deft.rrcd mc:omc la:<tS as a result of the availabiltty and 
Ullltzo!lon or bonuS dtprtctlhOO on 2016, \\hich mulled in I higher book·to-taX riming difference and htah<r non-cuh OdJU~tmentS for depre<:tiiiCln and amoniuhon 

Changes tn n<l rrgulatorv ""'IS and habthues dtcrcased cash no"'~ by SJ I 4 million, due pnmanly to the chana••• fuel co.tscoUttted through the •onous futl cost rcco•·ay mtehanisms 

The changes 1n aneomc taus 1ncrC'ase-d cash flo¥.s by S7 4 million dut primarily to higher prc-ta_-< income u a rc1Utl of c:or1Unucd ln\e\tmcnt 1n the infrast:Nc1urc. trcatmetll,. storage and diStnbuuon 
or natural gu propan• and tlCClllcity 

~ct CJ.~ tlO\\S from chl.nt>C') in propaM. natural gas and materials in .. -entories decuased net cash flows b) appr0"1matcly S4 I m1lhon 

Dunn11 201 < and 2014 net cash prO\ tded by ap<rating activiuts ,.,..,. S I~ I mtlhon and $73 7 mtlhon. rtspt.-tt><h. rnuluna•• an tncrcose on cosh nows or SJO 4 mtlhon in 201 S S•gnoficant ap<raung 
ac:ti\1Uts ¥tneratJnS the cash 00\, change "ere u foiiCMs 

The changts '" ntt rtj,'UiatOI') as"'ts and habthllts incrta...d cash Oows by SH 9 mtlhon, dut pnmanly 10 the chan~e on rut! cosu colltcted throu11h th< \'Oriousfutl cost r<«M<)' mechanisms 

The change •n tncornc ...... rtcn•ablt •ncrtued .~ """''by S11 0 milhon, due pnmutly to the tCC<tpl or a ... , rerund rtlated to our 2014 ftderal tncom< ta.< obligation Our ta.< deducuons. 
\\hoch Mr< htghtrthan prOJ<Cttd, due tO bonuS deprcnaoon, reduced our 2014 redtraf income \&.1< obhJ!*UOO 

Ne1ancome. adJU\ttd fOC' non-ca\h adJUstments and reconciling activities. mat'~ ca.ih fle\'os b)· $7 6 malhon. due pnman1v 10 h1gher eamangs and haJher non-a.sh adjustments for dcpu!ciation 
•nd amon•7.auon 
Chan1c.s 1n cu.s1omer deposalS and rtfunds •nc~ased cash flows by S2 9 million 

Che .. p<Ake Utilioes Corporation 2016 Fonn 10-K Pag< 46 
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Changestn net occounts rtetl\able ond pa)able decreased cash flows by Sl 9 million, due pnmarily to the ummg orthe collteuons and payments assot•ated "''th tradtng contracts entered into by 
our propane "'holuale ond mar~eung subsidiary and net cash flows from ac<OUnts rec<i,able and payable attnbuted to Alptre l:ne'll) ThiS dterCise was panially offset b} an 1ncrease 1n net cash 
now from ltC<IVIbles ond PI) lblu '" 'ltlOUS other operations 

1\et cash na...> from changes'" propane, natunl gas and matenals tnven~cries dtereased b) appro•imatel) S2 7 m•lhon 

(·ct\h f(t,.,. \ (·y·,/ llf fmydutg dill\ Ill(\ 

~c:t ash~ 1n lft\UIIng ICb\IUts toulc:d $1700 m1llton and $164 S million for 2:016 and ZOIS, resp«U\-tly. rcsutung 1n an 1nc:rtasc in Cbh 00\\s ot SS S million an 2016 Signifitantln,c:Stingacu\>wbc.s 
contnbuung to the cash now change ... .,. as foll<M'S 

An tncr<ase 1n tosh p11d for copctalexpenduures )<&r-<l'-et·)<ar, clue pnmarily to our GRIP investment In our Flondo noNral gas dt>tnbuuon operauons, Eight Flogs' co<atruc:tlon of the CHP plont 
end &>tern Shore expansion pr~tCts. "'h•ch dtereased cash flows by $26 l mtllion 

In 201\ "• pa•d s:o 7 m1lhon '"cash ($27 S mtllion paid, less S6 8 million of <ISh acquired) through our shon·tenn borra...1njiSin cOIIJuncuon "'"h the acqwsttion of Gatherco. In add1tion to the net 
cuh con11derauon, "t elso issued 5Q2,Q70 shares of our common stock, which had no cash now 1mpaet 

~et cash used an ln\C)tiRK ICUvltrts totaled $164 ~ milhon a.nd $81 0 million for 201S and 1014, rt'SJ)«tJ\c.ly ruultlntJ 1n a decrease in cash flO\\S of $83 S million Significant in"cstang aruviue.s 
contnbuun~ to the Cash flow chonge "'ere IS follows 

An 1nc.reasc in cash p:~id for cap& tal e'<penduures year--o\rer·year. due pnmarily to our GRJP investment in our Hocida naH1r11l gu dastribuuon operatjons and Eight Flag;' construct& on or the CHP 
plan~ "htch deere• sed cash Oows by $52 0 million 

The $20 7 nulhon in cash, nored abo' e. rcloted to the acq01siuon of Gatherco 

Cmh Flr!W \ l'rm'lllrd h1• l·ltHmrJtW At/ll'lflr_f 

Net cash provided by financing activuie> tOtaled $68 0 million and $58 7 million for 2016 and 2015. rcspterively, resulung in on increase of S9l million in 2016 Si~mfocant financing activities generating 
the cuh no, .. • change ''ere as follows 

Net procteds nf S~7 4 milhon, a ncr deducting underwriting commissions and expenses from Lhe issuance or common stock during the third qua ncr or 2016, were used to pay down .shorHenn debt 
under unsecured lines or crcdu 

Net borrowings/repaymentS und~ the line of credit agretmcnts decreased cash flows by S48 0 mtlhon, largely due 10 the common sloe~ isnuanee mentioned abo,·e 

Net cash provided by financing acti\-'IUC.\ tott1cd $58 1 million and SS 5 million for 2015 and 2014. respcctavcly, resulting 1n an increase of S~O 2 million in 2015 S1g.ntficaru financing activlues gencrsung 
the <ASh flow chanHe wcre •• foliO"$ 

Net bono..-.tn~s.repa)'menu under the hne of credit agreements increucd cash nO\\<S by S98 7 mtlhon due 10 an tncrcase 10 shon·ttrm bcrrowtng. "hich tncludts the SJS 0 mtlhon we borro"'t'd under 
the Re,ohcr In 2014. "e used the proceeds from the issuance ofSSOO million of the 3 8& percent Sentor NoctSIO repay bo..-ro"''"KS under our lines of trt'dll arrangements 

Bool. 0\erdrells dteroucd cash OO"'s by SJ 4 million 

1\et proceeds from and rera)meniS oflong·tenn debt decreased cash no ... s by sso 8 million due pnmanly to thc s~o 0 mllhon ISsuance of the J 88 percent Senior Notes In May 2014 

Co,.TR.<crt•t osuc•TIO"s 
\\'c haH the follo"''nll contraCtual obhg.ouonsand othtfcornmeteial cornmuments as of December ll, 20!6 
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J_~'"'JI(('llh.'1lt .. 

P!I)MUt~o......, ,,..,. 

Ue lb. 1 \ toft •~• !i 
CNUWI•~I O!tt!glll!lut' yur 1-),.,-.,.. J-'""" , ..... T•t.J 

,..,,._.....Jd 
Lon~-ttml debt 1 10,698 s "·'q' s 29.200 s 87,400 l4S,S9S 

Operaunt~ln><> m 1,389 1,'1().1 l,ISO 2,318 6,761 

Carnal lusts en 1,401 2,070 3,471 

Pulcha5< obh11auons P> 
Tran.sm1uaon capaC'tty 30,042 s•.No 38,708 81,833 206.323 

Stona• caraat} 1,741 2.2~2 7'S 354 S,ll2 

Commodll>CS 41,760 2,967 44,n7 

Electnc surpl) 16,471 33,608 S0,08S 

Unfunded benefolJ ' 388 704 894 1,4S6 3,442 

Funded benefits '' 2.880 4,881 7,761 

Tot1l Contnctual Oblig,ationJ s 106.776 s 117,851 s 70,707 $ 173,141 s 473,577 

lh11 •~r'"~a-111 l"'l""IJ•I f'll~n~enlAo t•l\ ·~~·term lkk S<t llott 8 /-ltti~ttt'ol ,'\lot<"'4'"ts n~J !W/'J'k-.mi~oAr) ' D.Ma. ~II' 12. /Aif:g·1r,.J">rbl (,,, 11Jo..hh•lfWII miHffT\IIM1 The u~lN .m~t J11'lf~Ct\'b on ~-«mn debl •c S7.: mdlwn. S 116 
mllhvn. SIOOmllhonand 111 ?mtlh.tn,ftf£'«11\'Ch (elf Uw ""''~ ltltbul.c:d lbo\~ EXJ""c:IC'd ltlkn:•lr-ynwnlli(OI all rcnuW 104•1 $411 R\llhtlll\ 
S« firM~.""''"'""' ~nll'twNtl• tAl ·'*tl'l"t'4'"'•11'J' fk~tn. Note. 14 IA'ru< O.MganOI'.J, (or (u:Jthr:r ulfQ~n\lhl-'n 
~ ltnlt II, J.m ... ktnl Sttlll'IJt('fltlo , ... , SiipplllfiiNiilf) IJfl;.l Nvte-lU. OIN~ CumMdlNN'IIIJ atklC'OOIJn~t,ttlt:f., (or rwdw-• ~rtfom)lltiCin 
We ha\'C IC<.\'4Jc.J !.1111~-t.-ltll hah!hUovl Of $1 ol nul!im II ~C'nli'Cr)l, ~016 (nr unfunded flO~~plo)"lnrnt atMJ J'11' .. •1CIIIt:1,ktll bcrltfil rl.ln' I he: llllUWlllo IIJ'Ch.lrtC\J In \he l.tt>lt: IIIC! ~ "" C\I'M:<I~ (Q)"tncnU ~ C:UlfCflt JdUCUIUkJ 111!'\lti)C I 
IC'III'Cmn'llf&t n(f•l (\ff LWIC'Uih· a ... ll\C cm(lkt)tt:ll llxrc IIC nUiftf fi..,IOCt1hllt \\ OUW a!UIIe D'-t.\l&l!'l\ttlrnl» I~ dtl(a f10r.11 ~c IIMUnh, t&tudiJ\ll tllf) l'etii"WKnl, futwe hf:ahh "'IIC WJb that cbn'.,.'t fmlll p!.!il tXJkOC"IIICI!' 111d di.J~.;.OW\1 RlcJI 

lnlJ'Ih'-llln o:•kullh('ln.l ~ '''*' ~. fmtltlliOJI Sl.nNMmJ i~nti.'Wpp/r'Nil'llt/11'}' I>otn.. Nut.c 1(, f..'mpib}'C't Ht1P'Ifll Nrmt., r\lr (\lf1het tnfui11Nl1111l lift 1M rt .... 
We ha\'C I~VfdN lt•nloC(1lUIJ.Ihlh1Kt uf J211 m1lhim 11 ~mbc:1 J1,101(. ((If tWO q\YJ1r11xl, defined heno:ftl f'tllUI.•Il rt.ru rlw UJC""l' (w.Jmg lhr•J>IIUW 1r-. Ull ~liUIIA! UU\IIU\d IIC l'lf\1 "on.ml<."ftli IWCU o(Outll ur JJJI.,IU\kJ tn t'IW Wluh.lf 
.thcch The: CU~Mr•t.:IUII (,.•hfl\lllln• ultlc aho\e tn~:ludo Sl9nuiiJOfl t.:lle"mttthc r->n'll:l\~ ""~~· '" IM~CW dJoOinul runJJ lrl 2.017 A\kbtlollfYilwnl)tl-ulll't\~ liM\' I'C r.:quu-.:d tn futuro )Cal~ ba.r..:dun thc.ctUAI n:~um~b\· tbc f'lb¥1 IJOCU 
and uthct •l\ollllnill hJ\IMI"h'l~t,, MAh .. 11w dt!h;fiW~I tnlc ··~lli'n~·lnm C\~-J n.IC of rdwn ''" plan IU.Cb .')cw: /k"' ~. ,.,,.,1<1411 ~~.~~~'~"" '""' -~lf'fl··lfftnl!ln /lt..llll, N•l-llt Hi, Jmrto;v-;r lf-nerfil 111mn. li.- furlbn- ulfiltmlltnlfl unllw rla\1 
AJJ.llt~•l'l&ll\ , lht: (,'._,,,,, .... , ..... t'*'hf!lllllf" t..t~c: llton\'c U~~~;IU.kf lkfcnN 4-ntnp:n:Ah•m ebltpi1Ulb Mtllltlt£ S-1 II mllbt•n. (\IIIJnt "''h Rahht 1 N.41 IOU<h Ill tl.c .... ,~ IUnl't.bll The Rttobt rrv..~t -~tllarY r~XutJ..-d tlrkkt lo\~ .... cttot wn..ul • .Wcd 
t•l-hl..t ~.·u We •"••n~atclu~tt\O.,III~c of6S f~>l J'IWJIO"c•ol dt"\trlbul~~Pnfwrnthu..-.:ount.. 

W• h•vc issu•d corporate t~uarantccs to ccna1n vendors o( our subSidtanes, pnmarily Xeron and PESCO The>< corporateguarante., provtdt (or th• payment of propan• and narunl gu purchu<J m the 
C.\ tnt or tht rtJptCU\-t subs1dJII)' 's dtfauh Ntuhtr of thtse iubsidiarits has C.\'t:r derauhcd on thc1r obhMJtlons to pay tl\c.1r supr1itrs rhc. 1iab1hUts for these. purchases arc recorde-d in our financial 
sl.ltemcnts "hen 1ncumd The aw<¥ll• amount auarantccd at Oecemb<r 31, 20111 was SS7 2 m•llion, "'th thell"arantecs c-p1tin~ on ••nous d•lcs through January I, 2018 

Wt ha\t 1ssucd leutts o( crtdtt toullns $8 S m1lhon rt.lattd to the. clecuie UJ.nsmission sCf\ica for FPU"s nonh"cst e-lectric dl\-1Jion. tht firm tran.sponation stn·icc a.grcc-mtnt betv.'ft'n TETLP and our 
Ocla"arc. and ~ttl) land d&\illons a.nd to our cu.m:nt and puvious primary in.sur2nce c:a.rritt These: ltttcrs o( c:ud•t ha\C \1J')"Ing nptrauon dAtes C'<ttndtns through OctoberS, 2017 Thert have been no 
dra"' on the>elt~tcn of ertd>t u of O.Ccmber 3 I. 2016 We do not anticipate th.tt thelttrcn of credit ,.,II be dra"n upon by the countcrparucs. and ,.. C'<p<Ct that the letters of credit ,.,u be ~ncwed to the 
e-xtent n«fiSII) 1n c.he futurt AddiiJonJ.Itnfonnauon tS p~ttd in /um 8, FmtuJCNJl.~.IQUmtiiiJ unJ ~;'uppl~m<nlur) INti~. Noct 20. 01hu Commllm<ltl! a11tl Commgt>lktt-S in the tonsohdated fin.ancaaJ 
suttmmts 
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CRITICAL ACCOLI'TI"C POLICIES 

We prcpa.rc our financ1al statements 1n accordllnce \r.:uh GAAP. Application of these aetounung pnnc•plcs requ1reslhe use of estimates and :assumptions that affect the reported amounu or ums.liab•ltucs, 
rt\'tnutt and expenses. and rtlated d1selosurcs of contingencies dunng lhc repOrting period \Ve base our csumatcs on historical experience and on various anumptton.s that arc bc1ievt<l to be rC"asonable 

under the cuc:um$tances. the results of '"hich form the basis for maki~ judgments about the carryinl5 value of assets and liabilities that are not rcad1ly apparent from other sour,cs Since most of our 
busmcssc:s 21rc regulated and the accoontmg methods uM:d by these businesses mus,l comply with the rt<IUirtment.s of the regulatory bod•cs. the choices available: are limned by these: regula~ory rcq~urcmeniS 

In 1he normal course of business., cs1ima1cd amoun1s art subsequently adJUSted to actual results that may differ from the C'Siintates. 

Rr~:ulllffirJ' Aueo untl Uobilitia 

1\s llt~ult of the ratemaking proctss. "c: record ce111in au~ts and liabilities in accordance With ASC Top1c 980, Regu/cii~J Opttutwm, and conkquc:ndy, the accounbng pnnciples applied by our reKulated 

cntrjD' businesse-s dltTl"f in cemin rcspecu from those 1.pphN b) the unregulated buiinesses Costs arc dc:fc:.rrcd whc:.n there is a probable c:~pectation 1hat they will be recovered m fulure revenues as a rei:Uh 

of the rt~ulatory rroc~ss This is more fully dc:scnbcd 1n hm1 8, FmmiCial Staun~ntl and Stlprlt·tMnlcuy /JaJa. ~Ote 2. Su"'MOI) of StJ:mfiumt Autmlllmg l'l.#t""·'· in the Consof1dJtcd fmancial 

Slat<ments I( "e \\tre "'qwred 10 1trmona1e the owh~uon o( ASC Topic 980, we "auld be r<quored 10 t«<!!l'IZ< all 5\ICh deferred amoonu as 1 charv< or 1 credo I to amings, net o( opplicable income 

c.n:ts Such an adjustment could lu\t a ma1~naJ dT«I on out rcsuiLS or opttations 

l'nluunon of EtnirontMntul Uuhilitin end Rtlattd Rt'Xfllutur,. A.nns 

AJ mort: full) clncnbed in hem S. Fmc»k.lcll Stdltlrh:tlll unJ Suptl!ttMflltll) Data. Sote 19, I-.11'-'IFUIIm~lild.l C'Qmmlffthmts a11d Contmg~nCtt'J, in the Consol1d1ted finaoCla.l Stra~emc:nts~ v.e ue cumntl~ 

pan1t1pat1ng 1n tht in\'tstigation.. use.ssmc:nt or remc:d11Uon of sn·c:n former MGP sites for "'hich \.\e have oc \\Ill St'Ck regulatory appro,·alto n::cover throujh 111te.s the esbmated costs o( remed•auon and 

related act1vities AmountS ha~o•e bt~n recorded a.s en\>1ronmenlalliab1htits ba~ on ~sumat~s of fu ture costs to remed1att these siles, "hich are provided by mdcrtndent consultants 

We u~ denvauve and non..c.terivative instruments to m11nage the risks related to obtainmg 11de<iu:lte supplies and the pnce Ouctuauons of na!Ural jtlS, electricity and propane. We also usc derivaU\'C 

instmmcn11 to cnga~e in propane and crude oil wholtllllle marketing activities as well as <:n.Jdt oil trading \Ve continually monitor the use of these tnstruments to tn$Ure compliance "'ith our risk 

""'nagemc:nt policies and account for them an accordance wllh the appropriate GAAP, such thll every denvau"e instrument is recorded u either an Ustl or a liability measured at its fair value It also 

rtoqu1res thll c.hange.s 1n the derhatives' fair value are reeoy.ni 7.ed in the cunent ptriod earmnJ:lS unl~s.s spcctfic hed~e accounting criteria are met If these II'ISIJ'Un\ents do not metot the definition of d~nvau,es 

or are cons1dered .. normal puKhases and normal sales:• they are accounted for on an accrual basis of accounting 

Add111onaH)·. GAAP also requires us to classtfy lhe deth·ativ~ assets and liabi1ities base-d on the IO\\tStiC\·d ofmput th" is significant to the fa.r value measurement Our assessment of the s.lgn1fiance of a 

particular mpucto the fair value mc:asurtmtnt ~u1rts JUdgtnft1t and may afTKt the fair value of the asstts and liabilities and tht'ir plaetmtnt \\1th1n the fa.ar \.llue h1cn.n:h\ 

\\ e de1mn1ne-d that certain propane put opt.Jon.s. ull optJons sv. 1p agJTemmts and natunl gas futures conttiQS me1 1hc: specafie h~ge accounlln!J en rena \\'e abo decanuncd that most of our contracu for 

the rurchase or sale of nanaral gu. tl~dritit) and prop~.nc c1lhcr (i) d1d not meet tht c:kfinmon of dcnvahvc~ because lhcy did not ha\e a mammum purchase. sell rcqwremcm. or (ii) \\tfe conJidtttd 

·normJ.I pun:hucs and normJJ sales .. because the contraCtS pt0\1dtd for the pu.rthJ:st or sale of natutllg.&S. tl«tncny Ot propane \0 bt dd1H1td 1n quanUbes that \I.C C\Opc<'l to u.J.( C'll sdl 0\er I r~a.sonable 

pcnod or ume 1n the normal course of busaneh Accordangly. the~ contraru were accounted roc on an accrual bASis of accounting 

t\ddiiJonalmformauon about our dc:rivatl\~ lt'l.)trumtnt.s IS dtscloscd 1n ltc:.m 8, Fmot~e;tal Stottm~"'' fJJ-.1 .'\Uf'l11tm4·Wt.UJ Data. ~oc.e 1, /knhlln~ lmtru,m·uh. 1n the Consolidated Fin3.ncia1 Sl<ltemtnts 

OtH•rtJtinJ: R,.,.~mus 

Revenues for our natural gas and electric d1stnbution operations are based on ra1cs approved by the PSC or cac:h suue m which we operate Customers' base rates may not be changed without fonnal 

approval by these i•SCs. However, PSCs authoril.cd our regulated operations to negotiate ntes, bued on approved methodologies. wilh customers thru have competitive altema1ivcs Eastern Shore·~ 

re-..enuh ore based on rates approved by 1he fERC lhe FERC has also authorized Eastern Shore to nej~Otiate rates above or below the FERC·approvcd maximum rates. whi~h customers can elect as lln 

altemau"e 10 negotiated rates 
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Pe"'nsuJa Plpel1ne, our Flonda 1ntrascate ptpelane substdtary that is subJect 10 rf'gtllation by the Florida PSC, hu negotiattd firm transpocuuon stl'\'sCt corurac:u "ith thjrd·pa.ny CUS-tomers and v.lth cenaan 
affihattt 

For rrgulated dcliHtl<$ or naturol au, prorane and el.ancity, "'e read m<l<rt and bill custom<n on monthly cycl<> that do ncx COOIIC1de ,.,th the accounong periods uS«! for financial ~porung pwJ>OS<$ 
We accrue unbolled re-enues for natural gu and electricity that have been delivered, but ncx yet boiled. aolhe end of an accounong penod oo the e\lentthaolhe) do noc COIIIC1de We esumaoe the amount of 
tht unb1lltd re\ e-nut b) JUrisd•a•oo and cuslomtr class A similar computatioa i$ made tO accrue unbdltd rt\tnuts ror propane eu.s:tomen \\.llh metm. such u eommunny ps S)'Stmt rustomers and natural 
gu marl.eung cwtornns, "'hose bolhng cycles do noc c01ncide "'th the accounbng penods 

We record oradong aeo•ll) for open propane and crude oil "holesale markeongconoracu on an« mark-to-marl.<l b.,.s on the consohdated Slll<fnents ofoncom• For propane bulk dctl\·ety custorn<rt "'thout 
metc:rs, "t record re\<tnUt •n the pmod lhc products ate deli\cred ancl.or- service$ art- m1dertd 

Our naoural gas supply operauon on Ohoo recoll"ozcs r.-enues based on actual volumes of natural gas shipped usong conlrlclllal raoes, "hoch are ba1ed upon ond~• prices thao ~published monthl) 

Eight ~lags records rc' enues based on the amount of electricioy and steam generated and sold toots custornns 

Each of our natural ~~"' d"tnbutoon operauons on Delaware and Maryland, our bundled narural gas distnbuuon ser-oce on Flonda and our electne dosoribution operation in Florida has a fuel coso reco\'ery 
mechanosm Thos mechan"m pro\ldes a method of adjusting billing rates to reflect changes on the coil of purchased fuel The doiTerence beowecn the current coso of fucl purchaS<d and the cost of fuel 
reco,·cred '" b•lltd ratrs tl dtferred and accounted for as rHhe:r unrecovered fuel cost or amountJ pa)•able to rostomcrs Gcncrall), these dercncd amounts are reeov~td or refunded within one year 

We charge Oe-xible: rates to Industrial interrupublc customcn on our natural gas distribution systtm.s to compcle "ath the pnce or altrm&t!VC fuel that they can use Neither '"c. nor any of our mterrupublc 
(:UStOmtrs, are conuactually obhg.1ued to delivC"r or receive natural gas on a fum Strvice basis 

Allowtttrft/t~r /)oubtful Arcounlf 

An allowance for doubtful acc<Mmt~ is recorded against amounts due to reduce the net receivable balance to the amount we tt~asonably C:'<p«t to coll«:t ba.scd upon our collections e;cperience, the condition 
of the overall economy 11nd our usessment of our customers' inabilhy or reluclance to pay If circumstances chanHe, however, our es:umatc or lhe recO\'Mibllity of accounts receivable may aJso change 
Circumstances \~rhich could alf«:t our estimates include, but are not limited to, customer <:redit issues, the level or natural gas. eltctricity and propane pnces and general ewnomic conditions Accounts arc 
wnoten on· once they l ie deemed 10 be uncollectible 

(;fmdwi/1 ttml Othtr /nrmtJ:Ihlt Jh\l•l.f 

We lest goodwlll for tmpamuc:nt nl1enst annually in December of each year The testing of goodwdl for 2016 mdtcatcd no (!loodv.rll nnpaarmtnt Adduional informabon is presented in hem 8, l·muJKUII 
Swlemi!IIIJ (IINI Suppl.·mtmllr) flaw. Nott 10, Ciut>tft.JI! anJ Othe-r lmwtgthf< A~ts. in the Con.soladattd F1nancial StatementS 

Otlttr A \U I'\ lmplli f'mtl'll l£w1luutiqru 

We ptflodtcall)· e'·aluatc \\hether t\tniS or cucum.stlnces have occurred which indicate that loog-h,·cd a.s.stts rna)' not be rccO\o·trabtc \\"hen e'·cnts « cucum.stanccs and.Jcatmg that an impainncnr is present_ 
\\t rtcOtd an 1m~rmcntlos.s equal to the C'(Ct.SS of the asstts' eai'T)'ang value 0\' tt its fair value, if any 

PtnJion 1mJ ()tlttr PoJtrtflrtJtt<ffl Htn~fib 

Pens1on and otha pcbtrctuemenc plan costs and liabiliues arc deremun~ on an actuarial bas1s 111d arc affected by numrrous assumptions and C)tlmatcs ancludang the market \·alue: or pian assns. estimates of 
the <'peeled returns on plan ISS<IS, assumed doscount rates, the 1.-el of contribuuons made to the plans, and current d<m"'lffphoc and a.ouanal m011aht) dau The assumed discount rates and the apecte.J 
rcturn.s on plan wcu are the auumpuons th.a1 general!)· ha'c the most signaficantampact on chc pension CO)ts and habaht•cs The a.ssumtd dascounl f'11ttS. the usumcd ha.hh ure COJt trttld rates and the 
assumed rates of reurm1ent gcnCT&IIy ha\e the moSl sagrnficant impat1 on our posrrctucment plan cO:Sis and hab1ht1b Additional 1nfonn•uon 11 prtJ.CntN 1ft hem s. ,_~,KlllCit.ll .. '\tott~Mnu t»J SttppltnttiJI,II) 
DolO, Soce 16. 1-Jnplo)tt' Htlk'fit l'lcun, 1ft •he Consalidated Fir.antiaJ Slatcments). 1ftclud1ng plan asset 10\t.StmcntatiO\:ation, esumattd future ~ntfit pa)mC1\u. general dtscripuons of the: plans., significant 
assumptions, the 1mpac1 of ctrt1.1n changn: •n assumptions. and sigmfieant changes an oumates 
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l ohfs ttl l Q!'lb.1ltit 

For 2016, aetuanal o.ssumptions andude o-<ptCied lonj!·tenn rat<S of return on plan ass<ts of 6 00 percent anJ 6 SO percent for ChesapeaLe Utihue•' penSion plan and FPU's pension plan. rC$pt<tJ\el>. and 

dascount rates of 3 75 percent and 4 00 percent for Che>Opeake Utiliti<s' and FPU's plans, rosptell\<ly The daseount rate for each plan ..... det<rmaned b) management consid<ring high-quality corponle 

bond nucs. such as Prudential cur\'t index and lhc Citigroup yield curve. changes in those rates from the pnor year and orhct pertinent factors, tnclud1ng the expecttd lt~¥cs oflhc plans and the aYailabihty or 
the lump..lllm payment option A 0 25 percent dccre~uc in the d1scoont rate could increase our :annual pension and postrctucment costs by appro\lmatcly S JS.OOO. and a 0 2S perccntmcrease could df'trcast­

our annual pcnsjon and postrt'tircment costs by appm\irnatcly $14,000 

Ae1ual clmnijCS in the fair value of J>lan assets and the di ncrcnccs between the acwal rttum on plan assets and the expected return on plan assets could have a material tfT~t on the amount of pension benefit 

costs thM we ultimately recognize A 0 2S percent chlnge in the rate of return could change CMJr ~~nnual pcn~ion cost by approximately $129,000 and \'-'OUid not have an impac:L on the pOStre1i1 ernent and 

Ch<sopcake SERI' because these plans are not funded 

Tll.\·Rrlutrd Ctmting~"'J' 

We account for uncertainty in income t.axes tn the finane1al statmltnts only ifn is m«e ll~eJy than n01 tha1an unurtain tL~ position is sustamablt b~ on ats techrueal mcnts.. .Rccogniuble tax posauons 

are then meuured to determine the amount ofbcndit rtcO¥niztd an the financial statements \Ve r«ov.nize pmalues and inlttest rt"lattd to unrecognJz.cd tax bcndiu as a component of Other income 

\\ e account fO< eontingtnaes assoaatA:d 10i1h tucs ochet than aneorne "hen the llkdahood of 1 )OJ$ as bod> probable and quanhfiable In asseuanslhe lllclahood of a loss, we do DOl con.s.dcr II>< .-iumee of 

curr<nt mquanes_ or the likelihood of future anquanes. by lox aulhorih<S as a factO< Our assessment as bU<d solely on our applicauon of the appropn11e statutes and II>< likelihood of a loss, usumanglhe 

proper onqutnes ar< ITillde by tax autloonu<S 

ITEM 7A. Q IIA.'TITATI\'£ Al\0 Q UAUTATIII[ OtSCLO>URlS ABOUT MARK£1' RISK. 

I~ rtRtST RArE RISK 

Long-team debt IS subject to potential losses bued on changes in interest rates. Our long·team debt 11 December 31, 2016 consistS of fixed-rate Senoor N01u and S8 0 million of fixed-rote secured debt W< 

C\'3luate whether to refinance existing debt or pc:nnancntly rc.nnanee existing s-hon·u~rm horrow·antJS ba.sed in part on tht fluctuation in intere~t rates J\ dduional information about our lon~·tenn debt is 

d•sclos.cd 1n Item 8, f-iuantl(l/ Stmem~nh'aml Suppft.,u:ntary /Juta, Note 12, l .. ong-term D~ht, in the consolidated fin11ncial statements 

Co'''10Din' PRJCE Rtstc 

Rt'tu/(l(t!J Enuv• Sr-gn~nt 

We ha\e entered anto agrttments "ilh vanou» "holeule suppliC'n to purchase na:1ural gu and ele(IOCH~· for reult 10 our eus-tomtrs Our tC'gulated ene'¥y d•stnbubon businesses that stU natural gas or 

elcctnc1ty to end-use customers ha\·c fuel cost r«o,.Cf)' mechanisms authorized by the PSCs that allow us t.o pmochcaJiy adjUSl fuel rates to rtfltc'l chan1es an the "holtule coSt of natunl g.U and tl«ttiettV 

ai'Kito ensure that \~oe recO\er all of the cosu prudently incun~ an purchasing natural gas and el«mc•ry for our customers Thtrc:fc:n. our regulated ener)l\ d1~tnbut1on opcntJOM h.i~oe htruttd commocht) 

rnu rul ('l(~fe 

tnrrgt~lutrJ EnrrXJ· s~gm~nt 

Sharp and Flo-gas are exposed to commodJt)' price: n»:" as a rtsuh of the competitive nature or ret:ul pnc•nJ ofTtrtd 10 our customers ln order 10 miut~,ate lh11 ris~. ne utilize propane storage activ1ues and 

fOf'\.ard eontrocu for wpply 

\\'c: can store up to approximately 6 2 milhon gallons or propane (mcluding leased storage and rail cars) dunn~ the W'lnrc~r .sea.son to meet our c:u~tomt• s" ptllk reqmrcments and to snve metered cu!ltomcn 

Decreases in the whoJesale price of propane may cause I he value or stored propane tO decline, p:arucularly tf we utlhze tixtd price forward contracts ror sua>ply To m11Jgate the risk of propane commodity 

price fluctuations on the inventory valuati on, we ha\'e adopted a Ruk Mana,gemt nt Policy that allows our propane distnbution operation to tnter into fai r value hedges, eash flows hedges or other economic 

hedges or our in ... entory 

A$pirc E.nergy is e!Cpostd to commodity pnce nsk, primarily during the winter season. to lhc e~tent we tre noc successful in balancing our natural ga.s purchase.s and ules and have to seet~re natural gu rrom 

alttmaU\e sou~s at higher spoc prices In ordtr to mabiltt th1s nsk, we procure finn capacity that meets our ~sumated volume requirrment.s and \\t conunue 10 seek out new producers wuh which to 

contract tn order to fuJfill our natural gaJ purchase. requuemtnts 
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Xeron trades in shan-term na~ural gas liquids and crude Otl forward and run~<cs contracts on the lntcrContincntaiExchange, Inc Xeron settles its purchases and sales financially. Wlthout t~ktng physical 

delivery or the propane or crude oil. The level and profitability or the propane and crude oil wholesale markctin!! tradin!! activity " affected by both propane and crude oil wholesale price volatility •nd 

liquidity in the wholesale mat ket At December 31, 2016, Xeron did not have any open narurol llas liquids eontracu or crude otl forward or futures contracts 

I'ESCO is a pany to naturol gas futu r<s <011traCIS The!ie conlracts provide PESCO ""h thc right to purchase natural 1111 ot a fixed price at furure dates Upon expuauon, the contracts can be settled 

financially 1'1thout uking dcltvery or naturn gas, or PI'SCO can procure narunJ gas ror liS customtrs 

'Ceron and PESCO are subJect to commodity price nsk on thctr op<n posttions to the <Xtcnt that manct pnces for natural gas ltqUtds and natural gas deviate from li\ed contract sculemcot pnccs Marl<ct nsl 

associated ,.;th the tradtnjl or futur<s and fot\\'lfd contracts 11 monttorcd dally for cornphance "'th our RJSI. Management Pohq, \O.htch tncludes volumctnc ltmtts for open J>OSIDOOS To manaac o.po>urcs 

to changing mattct pnccs, open posauons are marl.ed up or da..n to marl.ct pnccs and rcvtrned .U.Iy by oor ovmight offictals In addtuon, the Risk M .. agcmcnt Commmcc rev-iews pcnodte rcpons on 

markets, approves any exceptions tO the Risk Managtrncnt PoltC) (W>thtn limits cmbltshed by the B01td or Directors) and authontcs the usc of ony nC\0. types of contra,ts 

\\ IIOLESAL£ CREDIT RISK 

The Ri5k Managtment Comminee reviews credit ri sks associ11t«< with counte:rpartiCl to commodity derivauvc contractS prior co such contracts be:ing approHd 

Additional informauon aboot our deri\•auve instruments is d1Sclosed m ltc:m 8~ PIII(JIIt.'hll SWtfmtnh luld Suppl~m~nltu)' /~lltl, Note 7, V..·rn'Clllt."e /mlrumt•nl\, '"the Consolidated Financial Statemenu 

l' fi..ATIO.S 

Inflation affects the cost of supply tabor. producu and KI'\'ICH requutd ror operauons, ma1nkn.ance a.nd capital impro\·mtenu Whale the 1mpact of enOaoon has rtmAtned low m rt:CC"nt )tan. natural ps 

and propane prices ate sub)CC:t tO raptd nuctUauons In the rcJUiated natural gas and electric dtstnbutton opcratioos, fluctuabons tn notural gas and clcc:lnat) prtccs arc passed on to customers thrt<tgh the 

rvtl cost recO\efY mtchan•sm '"our tariffs To help cope: w•th the effcc:u of innation on our c'pHal ln\estmtnt:s tnd relums. ¥-t pe:nodicall) sed. nte increa.scs rrom regulatOfY comm1ssions for our 

regulated operauons and closely monJior tho rctums or our unrcguloted energy business openuons To compensate ror fluctuattons tn propane gas prices,''" adJust propane sales prices to the c. tent aiiOI'cd 

by the mati:ct 
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IT£.\18. Fl,A.SCIAL STATE~fL'TSAND StiPPLE\1L'f fAR\ DATA. 

To lhe Boord ofDir«:lors and Stockholders of 
Che>aJ>eake Utiluies Corporation 

Page 59 of I 17 

RtrOKT or L'DEP£1\DE.'IT RECISTERED PUBLIC ACCOUNTIJ<C FIR.\! 

We have audued the aeeompanying consolida~td balance sheeu of Chesapeake Uuilu<S Corporation (the "Company") as of Deeembtr 31, 2016 and 201 ~. and the related consolidatrd state menu of oneon><, 

comprehenSive oncome, stockholders' equuy, and euh no"• for each of me )tars on llle thrte·)tar penod ended December 31,2016 These eonsohdatcd r.nancoal >tatemenu are the resporuiboluy of me 

Com pan)· ·s managemtnL Our responsibihry is to t<tpreu an open• on on lhese consolicb.ttd financial stacc:mcnu butd on our auditS 

We conducted ... r uxlou in accotdance "ilh the otandard• of me l'llblic Company Acc ... ntong <hersoght Board (Unued States) Those >t>ndards requue that "e plan and perform the audu to obtaon 

reasonable assurance about v.1ttther the consolidated linancial stAtements arc free: of materiaJ mtJ.Staltmtnt An aud11 in(ludes examtn.ng. on a ltSt basts. t\ldcnct supporung the amounts and d•sc:losurcs 1n 

the ftnancia.lstatcmmts An audit also indudts a.sstts~ng the accounung pnnciples used and sagmficant esumattJ made by mattagement. u 'Atll u evatuauna W 0\·tralllinandal statement pre-stntaaon We 

btheve chat our audtts prO\ ide a rnsonable bans for our opmion 

In our opinoon, the consolidated financial s1a1<ments referred to above pre.sent fairly, in all material respects, the financial posouon of the Company as of December 31,2016 and 2015, and the resulu oftheor 

optrauons and theor cash Oows for each of the years in the three·ynr period ended Oe<:ember J I, 2016, in conform11y woth aeeounung principles genorally acctpttd on the United States of Amenta 

We olso hovt audited, in accordance with the >tandards of the Public Company ActOimtinM Oversi~Jhl Board (Un11ed States). 1he Compan) 's onteonal control over financial reportin11 as of D«:embcr 31, 

2016, based on enteria established in lnternol Control·lnte!lratcd Framework issued by the Commiuee of Sponsoring Organizations of the Treadway Commission (20 13 framework), and our report doted 

l'ebn10ry 27,2017 expressed an unqualified opinion 

< Bakrr T1llv \'jrsho-. Krayg: bl P 

Pholaddplua. PeniU) h~• 
Februll) Z7, Z017 
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Opnating Rt\tnutt 

Regulotcd E.1tr&'V 
l:nr<J!UIIt<d f.ntrl!l 
Other bus1nc.urs and tllmtnauons 
Tot.>! opmung revenu<J 

Oprrating E1prnsu 
Regulated ener~y CO)I of sales 
Unrtgul•ted cncrl!)l and mhtr cost of nics 
Operations 
Maintenance 
(Gain from a scttlcmtnt)lassct ontpa.nncn> chars•• 
Depreciation nnd amorti7ation 
Othrr taxes 
Total opcraungcxpcnscs 

011tnting lntomr 
Ga1ns from sales ofbus1ncsses 
Other (expense) onc:ome 
Interest charges 
lntomr Odort lnc:ornr Turs 

Income taxes 

~rt lncomt 

\\ tilbttd A\trllf' Common ShartJ: OuiJtl nding: 

BaJ1c 

Oolutcd 
F~rmnp Prr Shan or Common StocL.: 

Sastc 
Dt1utcd 

Cub Dhid<nds Drdarcd Prr Short or Common StO<k 

ChtsJIIK»L.t CtililitS Corporation •nd Sub.ud1ar'its 

Cons.olid•tf'd SratrmrnlJ of lncom~ 

s 
s 
s 
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f"or tht' tar Endt'd 0C'<'tmbtr Jl. 

1016 lOIS lOU 

30MS9 301,902 300,442 

103,771 162,108 184,961 

(10,607) (4,766) 13,431 

~98.860 459,2~~ 498,834 

109,609 122,814 134,560 

12&.434 97,228 143,556 

117,571 107,562 102,197 

12,39 t 11 ,803 9,706 

(130) (1,500) 6,881 

Jl,1~9 29,972 26.) 16 

t4,730 13,607 13,339 

414,764 381,486 436,555 

84,096 77,758 62,279 

7,139 

(441 ) 293 101 

10.639 10.006 9.482 

73,016 68,045 60,037 

28J~I 26.905 23,945 

H.67~ 41,140 s 36,092 

1M70.~9 15,094,423 14.551,308 

1M13.091 15,143,373 14,604,944 

1.87 s 273 248 

1.86 s 272 s 2 47 

1.202S I 1325 s I 0667 
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Cht:sapt.akt Utilitiu CorpOr't lion and Subsidiarits 

ConsolidAitd St:uemt.niJ of ComJ)rt hcru h•c tncomt 

(/tflJ)Ofl$(tii(/J} 

N tt (ncomt 

Othtr Comprt:hensivt lncomt (Loss), nd of tax: 

Employee Benefits, net of tax 
AmOrtization of prior service cost. net of tax of ($29), $(27) and $(24), respectively 

Net gain (loss). net of tax ofSI78, S73, and $(1,997}, rCSJ)<!Ciively 

Cash Flow Hedges, net of tax· 
Unrealized gain (loss) on commodity contract c•sh now hedges, net of tax ofS496, 5(150) and 5(22). 

respectively 
Total Other Comprehensive Income (Loss) 

Comprt bt nsivt Income 

s 

s 

201 6 

711t• m:compauymg no/(s are au mte~'Tal pari oflhe jinan~mf .\Wifntt!nh. 

Page 61 of 117 

For lht Vtar Endtd Oecc:mbcr 31, 

2015 

44,675 41,140 

(48) (40) 

268 !OJ 

742 (227) 

962 ( 164) 

45,637 40,976 

2014 

36,092 

(34) 

(3,076) 

(33) 

(3,1 43) 

32,949 
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PrOJKr1)'. Pltnl and rqu1pmtnl 

Rcgulattd <ntfll) 

Unr<gulat<d cntrll)' 

Other b\lsanessc) and c:hm1nauons 
Toul prop<M), plant and <qutpmcnt 

Ltss Accumul11cd dtprcciauon and amorttz.auon 
Plus Construtuon worl 1n progrtss 
N<1 propcny, plant and eqtupm<nt 

Currtnf i\sstll 

Cash and cash equivalents 

Chtsa()('lk.e Utililiu Corporation and ubsidiantJ 

Consolidaltd Balantt Shtf'IJ 

Accounts rccciv•blc (leu allowanc< for uncoll«tiblr accounu ofS909 for 2016 and 201 S) 
t\ccl\lcd revenue 
Propane invtnlory, at a\'era~e cost 
Other inventory,*' avera~e COlol 

Rr11ulatory assets 

Stora11e g•s prepayments 
Income taxes rtccwable 

Prepaid t'<pcnscs 
Mark·to-ntar~et ener1y UKIS 

Other current ustts 
Tot.it.l 'urrcnt &SSCU 
Odtrnd Char&tt and Othtr \on-Ct~rrtnl An tts 

Good'" II 
Olhrr tn~ntPblc .SI"U. ntt 

ln\esunents. at fatr \J.Iuc 
Regulator) asS"tS 

R«t1Vlb1cs and other dcfcntd charges 
Toul dcfrntd <lwa~cs and other non-amtnt asS<!> 

Total An ttJ 

s 

Page 62 of I 17 

AI or DKtmbn Jl , 

10 16 l OIS 

957,631 s &42,7S6 

196,300 14S,7l4 

21,114 18,999 

1.175,595 1,007,489 

(245,207) (215,3 13) 

56,276 62,774 

986,664 854,950 

4,178 2,855 

62,803 4 1,007 

1 6.~86 12,452 

6,457 6,619 

4,576 3,803 

7,694 8,21>8 

5,484 3,4 10 

12.888 24,950 

6,791 7,146 

823 ISJ 

2.470 1,().14 

141 ,151 111,707 

15,070 14,548 

1,843 2,222 

4,901 3,64-' 

i U OJ 77,519 

1,786 2,8)1 

101,404 100.764 

1.229,219 1,067,421 

C'hcsopcaLc Uuhues Corporation 2016 Form IO.K Page 51> 

https://www.sec.gov/Archives/edgar/data/19745/000 16282801700 1844/cpk 1231201610-... 11/20/2017 



---------- ---- --------------

Document 

C:mitaliz:11ion and Liahilitirs 

[Ill t}K)IiJ.tl11c4. ~upt Jluu~J WI\.IJWr Jluut cimQJ 

CaJ>itali.zacion 
Stockholders' equity 

Cht:saptakt: Ulilitit:s Corporation and Subsidiaries 

Con$Oiid:llt:d Balanct Shtt"ts 

Preferred stock, par value SO.OI per share (au<hori~ed 2,000.000 shares), no shares issued and O<Jtstanding 
Common Stock, par value S0.4867 per share (authorited 25,000,000 shares) 

Additional paid~in capital 
Retained earnings 
Accumulated other comprehensive loss 

Deferred compensation obligation 
Tn:asury stock 

TOtal stockholders' equity 

Long-tern\ debt. net of current maturities 

Total capitalization 

Currtnl Li11bilitits 

Current portion of long·tem> debt 
Shon~t~nn borrowing 

Accounts payable 
Customer deposits and ref-unds 
Accrued interc:st 
Dhidends payable 
Accrued compe:.nsauon 

Regulatory liabilities 
Mark·ta·market energy liabilities 

Other accrued liabilities 
Total current liabilities 
Otftrr't"d Crt"dit& and Other Liabililies 

Deferred income taxes 
Regulatory liabilities 
Environmental liabililies 
Other pension 11nd benefit costs 
Deferred mvestment Lax creditS and other liabilities 

Total defemd credits •nd other liabilities 

Other commitments and contingencies (Note 19 and 20) 

Tota1 Cnpitalization and Liabililies 

fit~ ttc.•romptmying nott:s are an mtegral part of the finrmd(l/.~tut~nuwt.s. 

s 

s 

Page 63 of 1 l 7 

As of Dtctm btr J I. 

2016 lO IS 

7,935 7,432 

250,967 190,3 II 

192,062 166,235 

(4,878) {5,840) 

2,416 1,883 

(2.416) (1,883) 

446,086 358,138 

136,954 149,006 

533,040 507.144 

12,099 9,151 

209.871 173,397 

56,935 39,300 

29,238 27.173 

1.312 1,311 

4.973 4,390 

10,496 10,014 

1,291 7,365 

773 4)3 

7.063 7.059 

334,051 279,593 

2U,894 192,600 

43.064 43,064 

8,592 8,942 

32,828 33,481 

4,750 2.597 

312.128 280,684 

1,229,219 1,067,421 
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fmih~Mumrd11 

Otl<rtltilrg A t:tMtit'J 

Ntt lncomc 

AdJuStments co rcconctlc: net rnc:ome lO net opcuHmg cash 

Good\\tll & long-lntd asset 1mp1Hrmcnt 

Dcpr~C"i:uron :.nd amortJ~:alion 

lkpreci~auon and accretion mclud(d mother costs 

Dcfcrrtd mcomc: ta:<eS, nCl 

Re~lu.cd I ()ISs (sn.in) on sale of llSSCtsitn\'Cstrncnts 

UnrcaJ1t£:d (gnm) loss on in\'estmcntsleotnmodlty contrrtet.s 

Emplorce bcncrtts and compensiltion 

Shan:-b.1sed eontpcnnuon 

Olhcr.ncl 

Changes m assets n.nd h>lhihllc..s 

Acc:ouoLS rccetvablc :md IKe rued rt\C.nuc 

Propane in\cntOI) , storage gas and other tn\'Cntory 

Rcgulntory meu!hab~htJCS, nel 

Prtpaid expcn.sci and other current assets 

Accounts pa.ynble and other accrued l!abiltues 

Income t.a'(CS toeel\ abJe 

Customer deposits W re(unds 

Accrued compc:nsauon 
Other assets llnd habiliucs. net 

Net cash pro,ided by opcraung IICh\'l ticli 

ln''(Sfl ngActh•itia 

Pmpcrt~ , plant And cqu1pmen\ expenditures 

Ch3ngc m tntnngibles 

Proceeds from saJc: or assets 
AcquiSitiOns. net of c.,s.h :IC({u1~d 

E"' 110nmcntAI t-xpcnduures 

Net euh used b~ 10\'C'$hn& ftC U\Jti t."i 

Fimmd ng Aeti\'in'i!S 

Common StOck dJ, 1dtnds 
Issuance (P~~thasc) of stOCk for 01\ tdcnd Rcm,·c:sLmc:nt Pl:\n 

Procccds from 1$$U8DU or commOil Slock.. net or expenses 

Change 1n ca.s.h O\'Crdrnt\s due to oui.SU!ndjng checks 

Ne-t borro" ang (repayment) under hne of c.rtdlt agr<:cn1cnts 

PI"'Cccds from IStu:mce of long·u:rm debt. 

Repayment of long-tem1 debt 3.nd eapu.aJ lc:o.sc obligauon 

Nee c<lSh pro' 1dcd b> fanancmg acll\ lites 
Nn Jncna.u (D~a~Uitt) in CuJir unJ Cas It Equh•ulur/J 

Cu:th und Cu,Jr EquiwJ.ItntJ -IJ~kinfling of P~ri01l 
Ct1.fh onJ Caslr l;."quh·ulcnts-Em/of P~ri~l 

Sl'fiJ)It.'""mtaf Ca.\h Plou D1.w:lo."m:,\ (sett Note 6) 

Chr:upt:Akt Uliliciu Corpora lion and Subsidiarits 

Consolidated Suttmtnts of CaJh Ftows 

2016 

44,615 

31.159 

7.JJ.I 

31,257 

695 

(385) 

1.887 

2,367 

(79) 

(21.013) 

(2.531) 

(1.523) 

(1.381) 

18.829 

2.466 

2.065 

JQI 

(1,803) 

103.371 

Ct69,861) 

174 

(J~) 

(170.037) 

(11,482) 

811 

51.360 

3,920 

32.526 
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.... o r I he Ytar Endtd Otttmbc.r Jl. 

2015 

41.140 

29.?72 

6,91~ 

20,520 

(340) 

96 

1,235 

1,937 

47 

17,097 

1,521 

3,883 

(159) 

(11.9 16) 

(4,9<.1) 

1.976 

(331) 

(3.?12) 

104,123 

( 143,59'1) 

1(.-1 

(20,930) 

(174) 

(164J39) 

(15.924) 

813 

2,450 

81,178 

2014 

36.092 

6,881 

26.316 

6,571 

22.235 

(1.193) 

501 

6!1.1 

1,958 

20,6Sl 

4,171 

(11,014) 

(699) 

( 13,623) 

(15,936) 

(927) 

37 

(2,944) 

73,708 

(91,588) 

14 

10,797 

(233) 

(8 1,010) 

(13.881) 

(165) 

(9,146) ( 10.320) 

(921) 

(16.513) 

49,915 

(9.%9) 

61.989 

1.323 

1,855 

4,1 78 

17w (ICCCHtJpiJJ1)1iug r~ote.~ are tm mlf!J.:ral pari oftltt~ finam:rul ,·ta ll'lllcml-.tf.. 

5M,697 

(1,719) 

4.574 

2.855 

8,510 

1,218 

3,356 
4,574 
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Cht'.UJM'ak~ Utilil iu Corpon t ion and Subsidiaries 

ConJolidottd StottontatJ of StO<~holdt"' Eq uit) 
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hM,;s I tmrr' 
NO< .. to the Cocuolidated Financial StatemcntJ 

I. 0RCAML\TIO~ A'D 8\SLS or PRt:SL,TATIO~ 
Cht,.pnke L'uhuu.aneorpotated an 1947an O.lawu<. os a d"mified cnngy company cngaged an r<gulated and unregulated <n<rv> busan<SS<S 

Our r<gulated cnere') buSJnts<n coMaS! of (a) r<gulat<d nawrol gas distnbuuoo opcrolioos an central and $00lh<m O.la\\art. ~laryland's eutma shore and Flonda. (b) "'gulatcd ~wral gas ~r~nsmatllon 
operalions on the ()(lmar\·a Ptn1n.sula., in PcnnS)hanaa and an Florida~ and (c) regulated electric datnbutsOG opcnuons sen1ng (Ustomm '" nottheut and north>AC'SI Flonda_ 

Our unregulated cn<rll) busoncs<es pnm&nl) andud< (a) propane distnbution opcrouons an O.lawore, Maryland and the <.,t<m shore of Vnt~~••a. $00th<astrm P<nnsylvamaand Flonda. (b) our propan< and 
crvdc o-1 "holesaJe mar\eun,g optrauon, "h1ch markm propane and crude oil to maJor Independent od and pcuoehtm1eal compll\IU, "hoftsaJe re~1lm and rcc~o11 prop,&ne companies located pnmarily in 
the $00thtut<m Cnned States (c) our narural gas maat<ung op<ration pi'0\1ding narural gas supph<s darcctly to COO>mcrcaal and andustnal customers an Flonda, Ddawar<, Maryland. Ohio and other Slit ... 
(d) our natural gas supply, gathenngand procuSJng opcrouon in central and eastern Ohio, and (c) our CHP plant an Flonda that gcn<ratrs rl<etnclly and steam 

Our consolidarrd financtal statements include the accou.n1s of Chesapeake t:tiliues and us ~holl)-o''"ed s:ub.s.•djancs We do not have any o~nenhip intC'fest in an,estmenlS accounted for using the eqwty 
method or any antcrc~t 1n a variable Interest cn11ty AJI interc:ompilny accounts and tnnsactJons have bee-n eliminated 1n eonsolidauon \Ve ha,·e assessed and, if applicable, reponed on subsequent e' cnts 
through the date of ISSUance of lhese conSOIIdlttd financial stAtementS 

We rcclassafted unain amounts jn the consolidated balanet sheets as of Dece:mber 31, 201 S to conform to the cunent )'eafs presentauon We hl\ e also revised the consolidated SUitemeots of cash no'"·s ror 
the years ended Decemb<"r 31, 201 Sand 2014 to reflect only p-ropeny. plant and equipment txpenditures patd in cash w1th1n the lnvc,ung Acuvttaes section The non·cash expenditures preVlOUsly included in 
that secuon have now btcn ancluded '"the change in accounts payable and other accrued liab1l1tJes amoun1 wuhan the Operattn~ Acuvmes sectJon These revisions are considere-d immatenal10 the overall 
prCSCnUIIIOn or our ton5011datt<f financial Statements 

Prevaously reponed share end per share amounts ha\ c been restated •n the acc:ompanymg consolidated financial sunemcnts and related notes to reflect the stock split efl"ected in the form of a stock dlvidend 
in Scptember2014 

2. SUMMARY Of Su::NII'ICA~ r ACCOUI'TINC: 110LICI£S 

Uu of E~tlnmtt•,, 

The prepa.nuion of the consohtlated financial statements '" conformity with GAAP n:quires management to make cstnl'IIIC.S in metll!unn~ anets and liab1litJes and rtfa~ed revenues and expcnse.s These 
cstirn.ues .nvolvcjudgmcnu "-'llh resp«t to, among other things. various future economic factors that arc d10icuh to predict and arc bcvond a..ar control . therefore. actual rcsuhs could datTcr from these: 
csumatcs 

Prup<'fl)", Plilfft ntttl l£quipmt>nl 

PropeR) plant and equipment are stated 11 original coil leSJ accumulated depreciatiOtl or fair value, if impan·cd Co~u anclude d1r~c labor. materials and tturd-party construction contractor costs. AFl:DC, 
and certa.tn ind1rcc.:t c;osrs related to equipment and tmpiO)et-S engaged 1n constJU(t.ion The- c.o~t.J of rcpaJrs and m1nor replacements are char~td to e'Cpauc as incurred.. and the costs or maJ()( rtnt"\\-al.s and 
bettermc:nt.s are capnalited Upon rtllrcment or d1Spo$1hon or propn-cy within th-e rcgula1td bu.stnes.Ks, the ga.n or loss. net or n1v1gc \J.Iue, 11 charged ro accumulated deprcciauon UpOn rehrcment or 
dasposnioo of prop<rty o""ed b) the unre,ulated buSJn<ssu. th< g•m or los.s. n<t of salng< valu<. is <harged to ancom< A summaf) of propcrl), pl1n1 and <quapm<nt by dassaficauon as of O.Ctmbtr 31. 
2016 and 2015 "pro\lded an thdollo\loanll table 
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'"ulh 

,.., ...... .....JJ, 

Prop<rty. plant an4 equrpmtnt 

ReJ!UI&ttd EMtJ!Y 
!';atuntl !!U dt>tnbuuon - Odmana 
Satuf111!1s dostnbuuon - Florida 

~ltural gu ttansminaon - Del mat\ 1 
~atural ~ \flr\JmiUIOft - nonda 

F.ltctnc d"Ulbuuon - Flonda 
Unttgulattd EnctJ!Y 

Propane d&stnbuhon Dtlmar'\a 
Pr~ne drstnbuuon Flonda 
Oahrr Unregulated naturJI gas kl"\' lcts - Ohio 
Clll'. Florida 

Other unre11ulated enefJiy 

Other 
Total propeny, pl•nt and equipment 

Less Accumulated deJJreclaUon and amonization 
l)lus Construcuon work in ptOijreu 
Net propeny. plant and cqu•1nncnt 

( "mttnhutwm IN Ath>tJJit't'.' In A1J ofCtHntflunon 

Page 67 of 1 17 

At or D<e<miMr 31, 

2016 2015 

220.013 207,127 

331.111 2S6.S3S 
235,746 249,274 

27,011 20,291 

93.55.3 79,S26 

73,686 66,403 

26,359 24,589 

61,383 ~4.607 

35.237 

135 I3S 

21,114 18,999 

1,175,595 1,007,489 

(245.207) (21S,J 13) 

56,216 62,714 

986,664 8S4,9SO 

Customer contnbutaons or ad\.'Anccs in Jld of construction reduce properly, plant and equipment, unless the amounlS are refundable to cus1omen Contributions or advances may be refundmbl(' 10 customers 
afler a number of years based on the 11mount of re' enues generated from the cu.stomers or th(' duration of the ser. ice prO\'ided to the customers Refundable contributions or ad\'ances arc recorded inmaH)' as 
liabrlrtru The amounts that art dttcrmincd to be non-r<fundablc ttducc property, plant and cquipment at the timc of sueh detcnntnation Ounng the yean endtd Dt<cmbcr 31, 2016 and 201S. thctt ""• 
S I 0 rnalhon and S I 1 n11lhon. re,pecti\-cly. of non·rcfundable con.uibutions or advances that r('(luced propeny. plant and equapmenl 

AlftMUJtu:fiw hmJ.i / ;'\nl OurmJ: c·omm;tiUHI 

Somc of thc adJworu to our re~ulatcd propen) . plant and cquipmtnl include AFUDC, "hrch ttprtscnts the csumattd cost of funds, from boch dclu and cquily souttes, used to financc the cons!NcUon of 
maJor prOJCCU AFUIX' •• capnalrztd rn the applicablc f1t< buc roc ralt maktng purpOSes "hcn thc complcttd prOJ<m arc placed'" ><"•« Dunn¥ thc ycars ended Dt<embcr Jl, 2016, 201S and 2014, 
AFUOC \\-htch ""'reflected a.s 1 rtdu\.Uon ofmtcR"St chargC$, >A"'U no1 material 

Propcny, plant and cqurpment roc the Florida na!Ur>l gas tratUmission openuon included Sl 4 m•llion of aS>cts, at D«:embct 31 , :016 and 201S consrsun11 pnmaril) of mains. mcasunng cquipmtnt an4 
regulauon stat1on equ•rme.nt usN b) Peninsula P1pdlnc 10 pro'loidc natural gas uansrnission strvice pursuant to a contrJd \\lth a durd party ThJs contta..:t IS accounted ror u an opcnung lease due to lhe 
t,clu.s~\;c UK or the aueu by the: customer The St'I'\·Jct undtr this contract commenced an January 2009 and &tncrates $26-1 .000 1n annu&t tt'\enut ror a ttrm o( ~0) ur.s Accumulated depreciation ro.- lhe.se 
asscrs 101aled SSSO,OOO and SS07,000 at D«:cmbct ll , 2016 and lOIS, ttspecth<l) 
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NC(ts to tht Consohdattd Finanaal Stotttntnts 

C"t~J'''"' t~ttie AlStl 

Propony, plant and oquipmtnt for our Delmarva nnwrol11u d1>tnbuuon opor2tion mcluded a capotal ltast UJ<t of $3 S million and S4 8 mill1on, net of occumulottd amonozation, at Otcembtr J I. 2016 ond 

20 IS. respectively~ rc1atcd co Sandpiper's c:apacny, supply and operating agreement The orig~nal (au \'lllue of this asset wu S7 I million See Note 20. Otht•r ( 'omnutmtllh tmJ CtNIIm~'i!UCin, for add1tionral 

1nformauon At Dcccmber31, 2016 and 201S. occumuloted amonization for thi s capllal lea>e uset wns SJ 1 nullion and $2 3 million. rcsptctively For the yeArs ended Dtcember Jl, 2016 and 201S. "e 

rteorded $1 4 million and S 1.3 million. rtSfleCiivcly, in amon~tation of this capital lease ass:tt~ which WIHt Included in our fuel cost recovery mcchMiSnlS 

,JmmiJ "'('"' u~u p,1~/m(' 

Property. plant and oquipmtnt for the Florida natural !!AS transmission op<ration also oncluded $67 mollion of assets. at Otcember 31, 2016 and 201S, wh1ch consists or the 16·m•l< p1pelint fl'om the 

Ouvll/Nasnu County lint to Amtlia Island on Nassau County. Flooda. jomdy owned by Penmsula Pipeline and Peoples Gas The amount oncludtd on property. plont and oquipment represents Pcnons.ola 

Popehncs 4S·p<rcent ownci'Ship of this popehn< Each pany "as ruponsiblc for financong ots porllon of the Joindy-owned pipeline This 16-mole popehnt \\U placed in st"ice on Dtcember 2011 

ACcumulated dcpr«i1tion fO<"this popehnet()(IJtd Sl 0 m1lhon ond SS06,000,11 Otccmber 31. 2016 and 201S. respoc"'<IY 

\\'e rcnod1cally C"o'aluatc '"hc:thcr eo..cnt.s « Clrtumttantcs ha,·c occurred. which indic,te 1hat other long·h\cd a.ucu rna) not be full) reco\o·mblc \\'hen such tHntS or cm:umstancu arc pr~t. \\C' record 

an tm~1rment los1 equal to the uccss of the asstb' carry in¥ \·alue m·er tts fair value. if any 

In May 20 I.S, \\C tnttrcd into a SC'Itlcmcnt agreement wuh a 'c.ndor related to lhe Implementation or 1 eustomc.r bllhna system PursuJnt to the agre<me:nt. "'t rectt't'td $ t S milhon in cash. whtch as reflected 

as "'O:un from a 5etdcmcnt" in the acc:ompanytn¥ conJofidatcd statements orincome Previously, At Dtccmbcr 31,2014. "c recorded a S6 S tnt Ilion prc-u.x, non-ca.sh impainncnt loss relatrd to the same 

billmg sy,tc1n implementation We recorded S6 4 million of this impairment loss in the Regulated Energy RHment. with the balance included 1n the Unregulated EncrHY SCMmtnt In ~·fay 2016, we rectived 

$6~0.000 in cash, however, the rctcntiol'l of this amount is contingent upon engaging this vendor to provide a~rccd·upon serv1ces throuy.h May '2020 

/J~I'r«itttion 11nd Accr~ll'on /nrlutl~d ;,. Optrutimn J.: • .\ptm ts 

We compute dcp~dation c'<pense for our rrgulatcd opcrauonJ by applymg eomposirt, annual rates. as apprOYtd by chc respeeu\Fc regulat01) bodits The followans cable shows the average depreciation ratts 

used for rcgulottd op<ntions dunng the )tltHndcd December) I, 2016, 201 Sand 2014 

~•tu•al au dostnbuuon- Delman a 

~atural ~u d1stnbutaon- Flonda 

Nawru gu transmossooa -!kim II\ • 

~atural ps tra.nsm1ss.ion - flonda 

Eltctnc dostnbu•on -Florida 

20 16 20 1~ 

2 4•. 

2~. 

2 '~"• 
4 C)', 

3 s•. 

20 14 

2 s•. 
2 9'. 

2 7". 

40'. 
3 , •• 
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I'Oocos to tho Coosolidatod Finanaal Suo:anonts 

For our unrogulatod operarioru, \\tcocnputo doprocio11oo oxponse oo • strail!ht line basis 0\lor tho foiiOW1nl!osumalod useful lives of tho amts 

Propane drstribution mains 

Propane bulk plants and tanks 

PrOJ)Jne equiprnen1 

Met('rJ and mecer Installations 
Measuring and rcgulaung station equipme-nt 

Na.uraJ t;as p1pe.hnes 

Na1ur1l gas ngh1 or~a)S 

CliP plant 
Natural !!IS proc<SJOng <qutpmont 

Offiu (umuure and cqWpment 

Transportation cqurpmcnt 

Stn&cturcs and impro\·emcnts 

Othor 

Page 69 of 1 1 7 

u..,rul Lore 

10-37 )ears 

10-10 r••rs 
5·33 )UfS 

S-33 )UII 

5-37 yurs 
45 y .. rs 

P<IJ>Olllll 
JOyoars 

20-25)oars 

3-IO)<II'S 
-1~10)"UD 

5-45 yoars 
\'ariou.s 

We reJJOrt ccnain depreciation and accretion 1n operations c'<pensc. rather than as a depreciation and 11mortization ct<pense. rn the accompanying consolidattd statements of income in accordance whh 

indu.stry practice and regulatory requirements Oepreeiauon and accretion included m opentuons expense consins of the accretion of the costs of removal for fu ture retirements of utility assets, vehicle 

depoeciation. computer software and hardware dcprecoouon, ond othor minor amoums of dcpreci11ion exponse For the years ondod Oecombor 31, 2016, 201 Sand 2014, wo ropooed S7.3 million, $7 0 million 

and S6 6 million, respecljvely, of depreciauon and ltCCJcteon ln opc:rations expenses 

Rrxulutrd Opu11tr'om· 

We I'-C:ount for our regulated operauon.s in accordance "'"h ASC Top1c 980. R~b"~'larrd Op.•r(I/UHI\, "hich tndudes accounung pnncaplcs for c:omp,anies whOJc: rates are determined by •ndepe11dent therd· 

pany regulators \\"hen setting ntes, rt~lators often ma~e dtciseons. the «onomics of "hich rcquen: comp.anie:~ to defer coStS or re\'t.nues in deiTerent periods than ma) be appropriate for unregulated 

entcrpns.es When.thu situAtion occurs. a regulatc:d compan)· defers the auociattd costs as regulatocy IS.St1S on tl1e balance she:tt and rt'COfds them u e-.pen$e on the encome statement as 11 coUecu re\rnues 

funhct, regulators can also impose habehuts upon a regulat.cd compl1\)', for amountS prt'\rously coll«ted from cu.stomers and f01 fteO\'ftl or costs &.._at are t."'tpteted 10 be incurred an the future. a.s 

regu1at04)' liabihoc:s If \\C "c-~ rtqutrN to temunate tht •rrl"at•on o( these regulator) provisions to our rq;uJatcd operau~ aJI such deferred amount( \\OUid ~ rccogJUzed in the statement of 1ncome a1 

rhat reme. "bach could h2\C' a m2tenat am~~ on our finanaal pcbJhOI\, rcwlts ofopention.s and ca.sh no'-'S 

We monuor our regulatory and comptbU\·e en\1ronmenu to dcterm1ne "'htther the re<:O\'a')' or otlr resulatory assets coounues to be probable If "e "ere co dctermenc that rc:co,·try of these assetJ ts no 

longer probable, we \Vould write off the assets a~amit eam1ng.s We bdeeve that the provisions or ASC Topec 9SO, RtJ.'lllor~J Oper(ltwn., conunue to apply to our rcHulated opc:talions and that the r«:OHI)' 

of our rt~ulatOI) assets is probable 

Rt l'tlliut R~t(JgnWon 

Rtvcnucs for our natural gas and electric dh.uibution operations are based on rates approved by 1he I•SC in uc:h state in which they ope-rate EMtcrn Shoec's revenues are based on rates approved by 1he 

FERC Customers' base rates may not be chan~ed without formal approval by 1hc.se eon1minions The PSCs, howtver. havt authorized our reyulated operations to negotiate rates. based on 11pproved 

nlclhodologics. w1th (:UStomers lhat hl\'t comptUU\o'C altemati\·es The FERC has also authorittd Easrem Shore to negotiate rates abo\·e or bdow the FC.RC·approved maximum rates. "hich customers c.an 

eltcl u an alternath•e to negotiated rates 

For rogulatod doh\orios of natural gu and doctncol)·, "• reJd m<lers and boll customers on monthly c)'CI<S that do noc cooncide ";th thoaccounong ponods used for finanCial ~pcrong purposos WeaCCNo 

unbollod rO\onuos for natural gas and oloctricotv that ha\ • b .. n doh\ orod. but noc y<l b1llod. at the end or an accountmg penod to the extent that thO\ do nOt cooncodo Wo osumato the amount of tho unbollod 

rC'\ tnlte b)· Junsdu:uon and customer clau A s1melat computahon u made ro accrue unbilled JC\ tnutt for prorane cu~lomers "ith metm and na.urat t;as mar\eung eu~omm, ~hose b1lhng C)'cle) do no1 

coincadrv.1th owaccounung periods 

Chosapon• Uuhuos Corponuon 2016 Fonn IO.K Pas• (>) 
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NOtes lO the Consolidated Financial Stattments 

Our Ohoo natural 111• supply op<nuon rtcosnll~S r.-.<nuts based on actual volumes of naruralgos shipped usong conuac1ual ra1u, "hoch arc based upon onde< prieos ab>1 arc published moolhly 

The propane "hole salt marlotong optrauon ntcO<ds uadong acthioy for optn conlllCU on a not mark-to-marlot basos on our consolodllcd Sl.lltm<niS of oncomc For pro~ bulk dd"cry c:ustomcrs woabout 
mr-tr.rs. \o\t record rc' enuc in the pcnod the producu ate ddivtttd and: or stf'·ices are rendered 

Eotlhl Flail$ rtcords rC\cnuts based on ohc omounl of dcclnCJty and sttam gcncra"'d and Jold lo ios customers 

All of our na1ural 111• and eltctric dosmbuuon opcrauons, cxctpl for '"o uulotics abo1 do not sell natural gas 10 end.;osc cus1omers as a result of dcregulauon. haH fuel cost recovery mcclwusms These 
mcchanosms piO\odc 1 mothod of ld)UJung abc bolhng nno 10 rentct chllllges on ohc cost of purchased fuel The doflcrencc bct"'e<n abe curr<nl coso offud purchased and abe cos1 offuclf"CCO\crcd in boiled 
ratu os deferred ond occoonted for u other unrCCO\ered fud cost or arnounos payable to customers Generally, the>< deferred arnoonu ore reco>ered Of refunded willun one year Chenpeakt Uuliuc~ 
Flonda natural gas dutnbuuon di\'IS10tl and FPlfs Indiantown dn.;sion pr~idc uobundltd deli\~ $C1'\1CC to thcu cu'tomcrs,. whcrcb)· the cu.s.tomcn arc ptonnined to purchase their gas rtqulrmtents 

dorcctly from cornp<IIU\e natural gas marlcters 

W c charge flc-~1blc rates 10 our natul'll gas d1stnbuuon industrial mtcrruptible custom en to compcte \\-lth pnces or altttnatl\ e fuels "hich then automers are able lO use ~tither we nor our mtM\Ipubfe 
customtrs are contractually obh1ated to dthtver or receitve natural gas on • firm senict basis 

We rtport reH:nue t.axes, such u gross rcce1pts ta'<es. franehue taxes. and sates LLxes., on a nes: basis 

C€JMO/SIII~\ 

Cost or sales includes the direct costs annbutab1c: to the producu sold or sef'ices provided to our customers These costJ include primarily the variable cost of natural gas. dectrieity and propane 
commodities. pipeline capacity costs netdrd to transpon and .store natural gas. transmis:.ion cosu ror electricity, jlllthcting and prnccssinN: gas costs, uansponaticm costs 10 transpon propane purehases co our 
storage (aciliues, steam and electriCil)' generatiOn CO.SlS, and for the period prior 10 the $Ale of Rravel>oint, the direct COSt o( l1b0r (or our (ormcr advanced information services subStdaary Depreciauon 
CJC:ptns.e IS nol included in our cost of sales 

()putllilmj 1111il Mlllnf~nuntt li\'f"~"'~j 

Ope:rat1ons and maintenance t'"penses mclude operalions and mamtenance salaries and benefits, materials and supplies. u.sage or vehtclu, tooh and equipment. payments to contractors, utilily plant 
matntenance, customer sel'\·1cc, professional fees and other ouuide St.f\ ices., insurance expcn.s.t, rninor amounts of dcpreciauon. accretion of cost or removal for future rttirements of utility assets and other 
admm1strat1ve expenses 

c~nh 1mtl C11~1t Equit·al~nh 

Our policy u to mvest c:a.sh in e'\CC>S of o~ratln,H: requirements in overnight income-producin~ account.s Such amounts are stated 11 cost. , .. hich approximates fau value Investments with an original 
matunty of thr« monthJ. or leu "hen purcha.std arc considered ea.sh equivalents 

/t~CIIHnh Rrub·.Jblt und All~m·anu for nuuhtfwl Auount\ 
AccountS retC'I\·~Ie cons1st pnmanl) of amounu due for disanbution sales of n.atural g.a.s.. d«tricity and Pfopa.ne and trln.sponabon SC"I'\ICtt to customen An allowam:e for d.oubtf'ul accounts is r«OI'ded 
ag.amst amounts due to reduce the rect1-.1bles balan<:e to the amount "'e reason1.bly e~p«llO coll«t based upon our coUtcbonJ e~pmencts and our usts)mtnt or customers• in~ihry or rducta.nce: to pay If 
circumsum:t' changt, our estamattS of rtcO\ tnble accounts rec:ei .. able may also change Cin:um$tAnCH "hich could affect aach esumateJ uh:lude, bUI are noc hmi1td to. customer Cf't'dlt tuues.. the lt\.·C'I of 
natural gu. ~lcctnc1ty and prorane pncn and srneraJ econonnc condloons Accounts ue "rittm orr" M:n they are detmtd to be uncollect•ble 

/fUYirftlnb 

We usc the a\Cn~c cou method to \aluc ~e. matenats and supplies. and ocher merchandise inH·ntocy 1( markcc pnees drop below cOlo" IR\ffl.tory baJance:.s that are subj«t to price risl. an adJUSted to 
marl.et ••lu<> There "'uno lo\\er..of<O>I.Of·mar1o.cl adJusuncnt dunng 2016 and 201S 
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:-:otuto the Consolidated F1n1netal Stat<ments 

G001ht·rlllltUI Othrr lnt,tngible A.nets 

Goodv.11las not amoruttd but as testtd for impairmmt 1t leut annuall) Goodv.ill o(a rqMXUng un1t1s tntcd (Of' 1mpaarment bftv.~ annualtt.sts afan C\ftlt occurs orcucu.msu.nces change tlut \\Wid 
more hLd) than not ~duce lht fau \'llut or a rtporung u.ntt btl<>" Its c:anyang \alue \\'t u.u: a rrfient value trthmque based on d11countcd ca'h nows to esumate ~fair nlu-c of our rcporung unats An 
1m~rm<nt charge OJ rtcogmzed If the «<T)'Ingvalue or1 repor1Jng umt's goodwill t<«fds liS fau \alUe The I<SlJRS or good\\ lit for 2016ond 201 S rnd1eated no good,., II lm~rm<nl 

OthM antll\tpblc aucts are amoroxtd on a str"l.lght.Jine b1sis O\Cf thar C'Silmated economic ustful li\·es 

Otlr<r l>•f•"•d C:hurto 
Other defmed charges rnmanly ln<lude ISIIJIR(t COS IS ISJOCIIted '"th .t>on-tenn borrowings TheS< ChlflltsllC arnoruted 0\tr the life or the related shon-l<rm del>t borro\\1ngs 

A.s.,·tt R~nuwul Cmt 

As authonted by the appropri11e PSC, \\C 1ccrue funtre usn removal coslS usoaated \\ith uulity prope11), plan11nd equ1pmen1 eun if 1leg1l obhg11ion does not exi>1. Sueh accruals are pi'O\ided for 
1hrough dcprccration c:"'pcn~t and are recorded w1th C01Tespond1ng credits to r~gulatOl)' liabiliues or asStts When '~c n:lJre dc:prtc•ablc utility plant and equ1pm~t. we charge the a.uociated original costs to 
accumulated depreciation and amomuuon, and any related rtrn0\'11 costs incurred arc charged to rc"gulatory ltab1hlJcJ or ass.eu The difTerence bctwtrn removal costs recognized in deprtciation rates and 
the acc~uon c'O~ns.t and deprtciacion cxpc:nse recognized for financial reporting purpos.cs is a uming d1fferencc between rccoHry or chese costs '" rates and their recognition for financial rcportang 
purposes Accordingly, these differencts are deferred a.s regulatory liabilities or assets In the ntc: sctung process. the regulatory habtlity or asset ts ex eluded rrom the rate base upon which those uuiUJCJ have 
1he opponunicy to caJ11 their allowed nuts of return The eo!iits associated \\ith our asset retirement obligations are either currently being rtcovered 1n rates or 1re probable of recovery 1n future rates 

Pe1uiun 11m/ Othu /~mtrt'tlr~mt'nl Pfmu 

Pension and othet poJtretiremcnt plan cons and liabiHtics are dctcnnintd on an actuarial basis and are affected by numcrotiS n'umpuon~ 11nd estimates, indud•nij the fair value of plan a.ssct.s, es:tirn:ues of 
the e'<pccted returns on plan assets, a.uumed diseount rates, the level of contributions n'ade to the plans, and current demosrapluc 11nd ;tCl\larial monalhy data We review annuaJiy the estimate-s and 
usumptions underlyinij our pension and other postretirement plan costs and liabilities with che usistance ofthird·party acmnial firms The assumed di$count rate~, expected returns on plan assets and the 
mortality ass:umpuon arc the raccors that generally have the most significant impact on Otrr ptnsjoo costs and liabililrci The U!iumed diSCount rates, health care c;;ost trt:nd rates and rates of retirement 
_gcnc.rally h:.ve: the most SlijmOcarlt impact on our postrctiremer'lt plan costs and liabilities 

1 he: diS<ount rates arc ut1l11ed tlnnc1pally in calculaling che acruanal present value of our pension and postretirement obhga1ions Md net pension and poStretirement costs When estimating our drscoum 
rates, "c con_sider high quahty corpotatc bond rates. such as the PrudentiaJ curve index and the Cnrgroup y1tld curve, chanieS an tho.so nttcs from the prior year and ocher pc.ttine:nt factors, includmg the 
e'pcc1cd life of <Ath or our plans •nd thcor resp«uve payment opuon$ 

ihe e""<ptcted lon¥·term ntcs of return on a.sseu art utilized in c1lculatmg the e-<pccted u-turns on the plan assets component or our annual pen\ion plan cosu We esumate the CJ~;prtled retu.ms oo plan asseu 
or each of our pl1ns b) ev1luaung c'lCpccled bond returns. asset allocatJon.s, che effects of acuve plan management. the impact or renodec pl1n asse:t rebalancing and historical ptrfonn.ance We also consider 
the guidance from our rn\'t)t.mcnt ad\'ISOn 1n mak1ng 1 final determmauon or our expected rates of return on a.uets 

We c.sumale the he.ahh care COJt trend taltS used 1n dttermimng our postrerirtment net c'<pense based upon actual health care cost t.'\pe:ntnct. the cfTtcu or rtetntly enacted l~slation and gcoenl econom1c 
conchuon.s Our assumed n.tc of retirement as csum.1ttd based upon our annual reviews ofparticipan1 ce.nsus 1nrormauon as o( lht meuurcmnn dltt 

The mortal II) &uumpuon uS<d for our penSion &nd posuttiremenl plans rs bued on the acruarial W>le WI r> most rtOecll>e of the O'p«ted monahly of the plan parnciponlS and r.-.,. .. ed pmodJcally 

o·\c:tual chan~<s rn the fllr \'tlue Of plan UStU 1nd the dlfTerrne<S ber\\Cetl lhe actual and e•pected rewm on plan US<U could hl\ e I malcnal elfcc:t on tht lmoun\ or p<n$100 and postretrrtrn<nt benefit to>lS 
that, .. uhrmlttly r<CO!IJ'iZ< A 0 2~ percent dtcrcase in the diSCOUnt file could ii!Cffase our annual penSion lnd rosuetrremtnl COSIS by lppro<tmllely Sl\000, and a 0 25 percmt incr<IS< could dec ..... 
our annuaJ pcns•on and J)O)trcurement cosu by approxamatcly $14,000 A 0 25 percent change in the ratt or re1um could ch.a.n¥t our annual pcnsaon cost b~ appro'\.imtttl) Sl~9.000 and "auld nor bne an 
1mp1c1 on the posuetrrementand supplemental t<CCUII\e reurernenl plans b«ause th<S< plans are no< funded 

Ches.apea~e l:uhuu C'orrooauon :otto form IO·K Pa~e 6S 
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$50,000,000 bearing interest payable semi-annually with provisions for 

payment of interest only prior to May 15, 2020; thereafter, principal shall 

be payable, in addition to interest on the unpaid balance for ten (1 0) 

years at the rate of $5,000,000 per annum. As of June 30, 2017, there 

is a balance of $50,000,000 on this issue. 

(a) 10 Flo-Gas Corporation non-interest bearing Unsecured Senior Notes due 

February 5, 2019 issued on February 5, 2013 in the principal amount 

of $425,000. Annual principal payments are $70,833 until maturity. As 

of June 30, 2017, there is a balance of $96,667 on this issue. 

(a) 11 Chesapeake Utilities Corporation 3.25% Unsecured Senior Note due 

April 30, 2032, and issued on April 21 , 2017 pursuant to a Note 

Purchase Agreement dated October 8, 2015, in the principal amount of 

$70,000,000 bearing interest payable quarterly with provisions for 

payment of interest only prior to July 31 , 2022; Thereafter, principal 

shall be payable, in addition to interest on the unpaid balance for forty 

(40) quarters at the rate of $1 ,750,000 per quarter. As of June 30, 

2017, there is a $70,000,000 balance on this issue. 

As of the fil ing date, Chesapeake has unsecured committed short-term bank 

lines of credit with three commercial lenders. Chesapeake may from time to 

time increase the capacity of these lines of credit and/or add additional lines of 

credit to meet short-term financing needs. Chesapeake currently maintains a 

total short-term borrowing line capacity of $180,000,000. As of June 30, 2017, 

the total short-term borrowing outstanding under the bank lines of credit was 

$145,591,414. 

6 



,..------------------- -

As of October 8, 2015, Chesapeake entered into a committed revolving line of 

credit with five commercial lenders, available through October 8, 2020 for a 

total intermediate borrowing capacity of $150,000,000. As of June 30, 2017, 

there is a zero balance under this line of credit. 

5. Authorizations Requested 

Chesapeake requests authorization from the FPSC to issue up to 465,000 new 

shares of its common stock during 2018 for the purpose of administering 

Chesapeake's Retirement Savings Plan, Stock and Incentive Compensation 

Plan, and Dividend Reinvestment and Stock Purchase Plan. The share 

breakdown for each specific purpose is as follows: 

Number 
of Shares 

105,000 

180,000 

180,000 

Purpose 
Issuance pursuant to the Company's 
Retirement Savings Plan. 

Issuance under the terms of the Company's Stock 
and Incentive Compensation Plan. 

Issuance pursuant to the Company's 
Dividend Reinvestment and Stock Purchase 
Plan. 

In addition, Chesapeake is requesting FPSC authorization to issue up to 

2, 750,000 shares of Chesapeake stock or an equity-linked instrument 

equivalent in value in 2018 to permanently finance Chesapeake's ongoing 

capital expenditure program. Chesapeake seeks further FPSC authorization 

to issue during 2018 up to an additional 5,000,000 shares of common stock. 

This additional stock would be used to finance Chesapeake's ongoing 

acquisition program. The capital expenditure program is subject to continuous 

review and modification and is funded from short-term borrowings and cash 

7 
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Nott.s to the Consolidated Fin3J'teial St.atcmerus 

lncmn~ Tu.u;-, ltu·atm~nt r .. , Cr~dit AtljU.llntt!lflJ unJ TIL'C-R('./Utt'J Ccmtingtney 

Dd'crred ,., asscu and hab1hUts •~ recorded for 1hc 1ncomc tax d'rccl of l<mponty chtTcrcnccs bel"<Cft lh< finan<Oal Slll<mcnl baSis and ux baSis of asS<ls and liabilities and at< musured uSinM lhc 
cru~c;led tn(omc ta.~e: ratts in dTtct en tht )ell$ rn "h1eh tht diffcrtne6 •~ expected to reverse Defmtd ll'< as.scu ate r«ordtd net of any \lluauon all®'&nce \\hm at t.s more: likel} than noc that stJC:h 
1ncornc .._, bcn<fiiS "'111 bt ruhztd ln>utmcnt 11-' cted1u on uuhr) prop<n) ha• • been deferred and arc allocll<d to 1ncomc ratabl) o• <r the II\ cs of lhc subjtc~ propcfl) 

We accounl for unccna.nty in rncomc ti.\CS '" the finanaaJ swcmenu onl) if u•s more hkdy than noc lhat an urKcnam tl'< posHion 11 \:U\t~n.a~c butd Oft ttehnical menu Recogniuble ux posiuon$ ue 
thtn mtasured to dctmmnc the unount of~cfit rtcogn1zed in the fin~ncill satemerus \\'e rKognazt> pe:n.alues and mtcrtst relate-d to unr~rzcd ,~.,, btndiu ua compon~t ofothn income 

We actcUnt for conungcn<Oes assoaattd "llh to•ts olher !han 1neornc "henlheliktlihood of a loss IS bolh probable and tsUmablt In assc<s1ng lh< hltl1hood of a loss,"' do not oonsid<t"lhe txi$1<nte of 
cu!Tent anqumcs or the hlehhood of future anquar><>. by tax aulhonoes as a factor Our assessment is based solely on our apphuoon of !he appropnate saat\Jles and lhe hkdthood of a loss assuming lhe 
proper mquanes arc made by u.x authonucs 

Xcron engages 1n trad1ng IC'tl\iHcs usmg (()fV.ard and futures contracts, " 'hicb ha\C been accounted for usmg the mark·lo.marktt method of accoontJng Under mark-to--market accounting. our tradmg 
contracu arc recorded 11 raar value as markAo-marL.ct energy assets and liabilities The changes in fa.ir value of the contracts are rccogni7ed as ga1ns oc- Iones in re,·enues in the consolidated statements of 
1ncome >n lhe period of chang• 

Our natural gas. electric. and propane distribution Ol>t'fltlons and natural gas marketing operations enter into a,grecmcnrs "ith 'upplicrs to purchase natural gas, eleccricity, and prOJW1t for resale to our 
respective customers l'urchues under th~se contracts, a.s w~ll as distribution and marketing OJ>enHions sales &ijrC<"ments wnh counterpanies or c:ustom~rs. t"ather do not m«t the definition or a derivative, or 
tJualify for ''nonnaJ pure hues and sales"' treatment under ASC Topic: 81 S /)en,I(IIH'V!$ and Httdgmg, and are accounted for on an accrual buis 

Our propane dastribution operauons may enter into denv11tivc transactions, such as swaps, put options and ca11 options'" order 10 nutigate the ianpacL of wholesale price nuctuations on inventory valu~tion 
and futurt purchase comnuunents 

Our nrnuralgas marl.etinjt openuwn enters mto natural ga.5 rutures contracts to mitigate any price risk associated with the purchase and1or sale or natural gas sales to specific customers 

These transactaons may be de)agn:ued as f:lir value hcdlteS or ta.'ih flow hedges. if they meet all of the aceounung rtquirerncnts pur"uana to ASC Topic SIS, /h·rtwJ/Il'd OJN.IIIeclgnlj!. and we elect to 
des1gnate the instrumcntJ as hedges If designated as a fair "aluc hedge, the value of the hedging mstrumcnt, such a~ a swJp, future, or put opuon, 1s recorded at fair \'alue. v.1th the etTectl\·c poruon of the 
ga1n or los.s of the he<Jsing IMtrurnc:nt cfTc~:tive1y r~ucing or increasing chc value of the hedgC"d item If dC'Sig_nau:d as a eash now hedge. the v1lue of the hedgang mstrument, Jueh as a .5\'""lp, call option or 
n1tural ~3$ (uturts contract, is recorded 11 fi!Jr va.lue "''th the C'fTcctive ponion or the gam or loss or the hC'dgang an$lrumcnt be1ng recorded in comprehensive income The indTKti\C: pon:ion of the gAJn or 
loss or a he.dge u record«! an eam,nv.-s lrthc 1n.strumcnt is not dcJ.IgJ'latcd a.s a ra1r value 0( cash now hedge, or 11 docs not meet the accountang rtqu1rements of 1 hedge under ASC Topit 81 s. f).:rn"tlltW.l 

1uul 1/,•c/l[lng,at '' rc:c01ded 1t faar \aJue \\tth allg.ans or lo;,scs bcmg recorded d~tecdy in earnings 

FASH .\'UifC~nwniJ 

Interest- lmputouon of lnt<rtsl (ASC 8l~-JO)- In Apnl 201S,lhe FASB 1ssued ASU 1015.03, Stmplif>mg tl>< /'rr"'"""""' tifl~ht/-."'""' ('""' Thu srandatd requirts debt issuance cosu 10 be p~nted 
In the balance she<~ as I dlfect deducoon from lhe canying \'1lue oflhe &S50cioted debtliabrhry, COMistent "lth lh< prtJentlllon of a dtbl diSCount ASU 201S.03 became tffeeti•e for us on Janu&ll I, 2016, 
and "• apphed !he prO\ISionS of rh1s Slandard on a tet10$peeu•e basts As a result of lh< adopuon of lhis Sl.lodard. debr issuance eo.ts totohng $291,000 and $333,000 at Dee<rnbcs ll, 2016 and 201S, 
r<>pecll• <1>, prC\IOUsly trtlled as olher dcfmed charge$, a non<urrent asSCl, are""'' deducted from lona·t<rm deb~ net of CIJrT<nl matunucs >n 1hc accompanymg consolid>ted balanee ~ 

lntongoblts.<Jood,.lll and Othtr·lnt<rnal·U>< Sol\" art (ASC JS0-40)- In Aprii201S. the FASB 1ssued ASU 201S·OS, Cu>tt.m<r'> A""'"''"'Kfi" /·us PatJ m o C/()fl(} Campurmg Amlltg<mmt. Und<t"lh< 
new <tandard. unless a <Oft,.art arnngemen11ncludeJ specific tlemenu enabling euSiomcrs to possess and opera!< soft,. art on platforms olher lhan lhat otT <red by lhe cloud-based 

Chesapeake Uuliries Corporation 2016 Form 10-K Page 66 

https://www.sec.gov/Archives/edgar/data/19745/000 16282801700 1844/cpkl23120 1610-... 11 /20/2017 



Document Page 73 of 117 

Noces1o the Consol•dated Ftnancial Sta.emc:nts: 

provider, the cost of such arrangements is to be accounted for as an operating expense in the 1>eriod tncuned ASU 2015-05 became effective for us on January I, 2016, and has been applied on a prospecuve 

basts The application orlh•s sundard did not have a 1n11trial impAct on our linanci11l posiuon or rc.suhs of operations 

fan Value Measurement (ASC 820) • In May 201 S, the FASB ISSued ASU No 201S-07. /)t\tlruur~~jor Jm~MmrntJ m Ccrtdm fJiflllfj /hat Ca/c,/utt Ntt A\li'tl"tllllr J'f'T Shllu (or /t.) Equtralttut) ASU 

.ZOIS~7 removlb the requntmtntlo anclude investmtnu an lhe fa1r 'raluc bauarchy f01 \\-htc:h fa~r 'llue is me~wred usmg the nt1 &Uel "·Jlue pn.cuul e'<ptdttnt •n ASC 820 We adopted ASU 201S-07 on 

Januory I. :!016 on I relrOSpe<:b\e baSIS, b)• cxdudtng such tn\dtments from the fall \alUe hocrarch) Llble for p<nl>lon plan aucu Sec Note 16, f.mplo)<' IJ,.,I<jitl'fm<\ for fair \-alue mu.urement 

tnformauon rtlated to our pen.;1on plan ass<"ts 

lntcrt5t·lmput.lb00 or lnttrCil (ASC 83S·30). fn AU,b'lllt 201~. the FASB issucd ASU lOtS-IS. Prneltlallf.HI unJ Suh\t4(Utlll \(~4.\liT~m,•JU uf /Nhl l\\lhiJiu• CoJIJ ib!JCKIOI~J .,.,, lnk'-tif·<'rrJII 

Arrcmgemr:nb llus s1andard clan tics treatment of debt i~~ancc c:osu associated with line-or-credn arrangements that v.ere not specafictll) addressed in ASU 201CO.()J lssuot.nee costs mcurn:d in eonnec110n 

wHh line·of-cred1t tatrlnjcmc:nu may bC' treated as a.n a.net and amonizcd over the tc:nn of the line-of--credit arrangement ASU 201 S-15 became ciTtc.UH for u.:t on January I, 2016. The adopuon of the 

$1andard did not have 1 ma1er1a11mpact on our ftnancta.l position or results of operations 

Bu~iness Combanauons {ASC 805)- fn September 201 S. the I~ASB Issued ASU 2015-16. Stmplt/)lnJ: ,,,. Accuw11mgjt.N Alc•aum·m~·ut-l'awJ Adpolmt•nh The shandard eliminates the requirtmcnlto r~slalr 

prior period financ1al sttlemenlS (or measurement period adJUStments and requires that the cumulauve impact or measucement·ptriod ld)USlmems (indudtn,g 1hc: 1m pact of prior periods) be r~ogn11ed in the 

rtponJng pcnod tn whtch the adjustment is odentified ASU ZOIS-16 wu effective for our tntenm and annual financial Slltements ••sued afier January I, 2016 and'"' adopted on a prospective basos 

Adopuon of thts stondard dod not ha>< a material impact on ooo financt1l pos~tion or mulls of opcrauons 

Income Taxes (ASC 740)- In NO\ ember 2015, the FASB tnued ASU 2015-17, &lm>tt Shut ('/awficmrotl of Dtf.-rrt<J Tatn .,l,ch reqwres all dcfcned assets and habtlitics along "'''h any related 

\lluauon allow>t~ce 10 be clas1tfied as ooncurrntt on the balance sheet for oor annual financial SLltemcnts bcginnong Januory I, 2017 and for ow intcnm finaneoal st.ttemmts bcglMing Januory I, 2018 , 

ho\\cvcr, carl) adoption is pcrmtlled \\c adopted thos st.tndard on the lil$t quarter of2016 on a reuospecllve basis and adJUSted th< Ocr:ember 31, lOIS consolidated balance sheet. 

Compensation-Stock Compcnsauon (ASC 718) - In Marth 2016, the FASB issued ASU 2016-09, /mprtJW!mem.< to fo~11plo)<t .'ilklft-&ued Ptl)mtlll Accmmtm¥. which simplifies &everal upccts of 

accounting for employee share-based payment transactions. 1ncludmg aceouming for income I axes, forfeilures, and starutory tax withholdtng requirements. and cla.ssilication in cht stattmtnl or cash nows 
Most significandy, enuucs are required to recognize all excess tax benefi1s and deficiencies rehucd 10 the exerc-ise or vesting or stock compensation a.s income tax expense or benefic in the income s1a1ement 

1\SU 2016-09 will be <fftctove For our annual and interim financial StatementS beginning January I, 2017, however, we have elected urly adoption Effective December 31, 2016, on a prospective basu, we 

r«ognized «cess tax benefits related to the exercise and \itSllnj of stock compenstuion u income expense rather than in additional pa1d~1n capital \Ve do not have any previously unrteognited excc.s.s tax 

benefits "'hich require a cumulaUH etTmadjustmenl upon adopuon The adoption of the S-tandard did not have: a material impact on our financial posjtion or resuhs or operations 

Jkc ~ut dmmnmw Sicl11fl.tTJ, J'~t tn Itt AJ,?DitJ 

Rnt:nue from Conlrlcb \\lth C"ustom(f'S (ASC 606). In Ma) 2014. the FASB issued ;\SU 2014~. R.rh'JU'' ftum Comrc~c.H ,.,,h C11JitNWrs Th1s standard pr0\·1dcs 1 singte com~ens:a\e rn-enue 

rc(ogniuon model for all eontncu \\1ch c;ustomers to 1mpr0\e compa.rability with1n •ndu.)tncs, u "ell as across indusmes and capel.l.l markets The s.andard contJJns pnnetples that ent1ues "'II apply to 

detennine the musuremcnl of rt\oenue and "hen 1t is re<:<>gnlted fn Man;h 2016, FASO •uued ASU 2016-08. PruK.1pa! n•rw' AJ,ttm l'onsul~ralt&lJ (R~ptwtm)l ~.,.,m, GrQ.)S wr.uo N~1), to clanfy the 

implementation guidance on pnncapal versus agent considerations For public entities, this s"ndard IS effective for our Interim and tnnual financiaJ statements 1Uutd bf¥anning Janu.acy 1, 2018 

In p1·eparatioo for the adOJliiOn of this standard, we have analy,.ed our exis-ting businesses and revenue streams and have pttp~rcd a preliminary gap ltnalysis between our cu1nnt revenue policies and the 

requirements under the new revenue r«ognnion standard We 11rc 111 1he process or evaluauns each revenue stream under the new "andard, expandil'lg the contrllct sampling, creating new policies and 

evaluating the enhanced d•scto~urc ~qu1rements \\te will prO\" Ide additional training 10 our cmplo}·ees: and develop proceues and system changes associated wuh the Implementation of the new standard. 

and "• .,;u then tmpl<mcnt th< •undanl We plan to utolo>eth< Modo lied Reuospecti-. Transotion Method uroo adoption ofthos \llndard 

Ouc:d on our l.hess;.mcn~ "e do not bd1e,·c the ne\\ nandard , .. ;u amrac:t the r«ogrution of te' cnue from a majOOI\ or out c:ustomeu HO\'t:\"t'f, "t haH JU~t begun to C\·•lu.ate our long. 1ttm Sp«:1al 

COOttaCU. and mi.) find (ac-11 and (lf(UJ'MI.J.nCC:S in 
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those contracts thflt could Impact lhe timing of the recognilitln or revenue. As we conunue to cxcaue: our plan rehutd to lhis Sl3ndard, we will be in a beuer rosition 10 quan1ify the full impact or this 

standard 

ln•eniO<y (ASC 330) • In July 2015, the FASB •nued ASU 2015-11, StmrJiifymg thr Mra11Jrrmr111 11/ '""'"'"'>'· Und<r 1h1> vuid111cc, inv<nlon<> are requtr<d 10 be meuured 11 lhe lo"'CI' of cost or nel 

rtahzable ,·alue Nn reahuble value reprc:scnli the esumatC'd selling price less <:os:ts USOC1a1cd w1tb completion. daposal and transpof111ion ASU 20tS .. J1 Wlll be effective for our intenm and annuAl 

fonant~al SU!cmen!S •s.ued bej~~nntnl! January I. 2017 although catly adopuon is pmnl!!cd The >!and&rd is 10 be adopted on a ptospccu• e basis We ate uscsS!nlllhe •mpact !hiS standard may ha.e on our 

financial position and ltiUits of optra.ttons 

Luses (ASC 842) ·In Februat\ 2016,1hc FASB ISSUed ASU 2016-02, UUS<'-< "h•ch P'"''des urdaled 11uid&nee rcg>rdtns accounun11 for lease. Th•s urd>~e requ~res a lessee !o <ecogJlt>e a lease hablllly 

and a lease us<! for allleues, tncludtn~ OpCI'IUng leases, "''!h a 1crm j;rcater !han 12 mon1hs on'" ballllCe site<! The update also .-pands lhe requ1red quanU!IUH and quahtativc disclosures ~Uml<lndtng 

lcii>CS ASU 2016..02 "'" be eff«:uve for our annual and 1n1enm financial statemen!S begtnntng J1nuary I, 2019, ahhough early adopuon is pmnll!cd ThiS urdale will be apphed usmg a modtfied 

retrospective traM! liOn approach for leases existing at, or entered into afler. the bcgmmng o(the earliest comparative pe:riod presented in the financial statements We arc evaluating the effect th1s update may 

have on our financial posuion and rcsuhs of operations 

S1atemen1 of Cash Flo"'• (ASC 230) -In Augus1, the FASB isR•<d ASU 2016-15, Cla.wfiwilmt <!{Cmam Crul• R<wph m.J C'a>il f'uymr111s, which clanfies how eena10 1nns•c1ions are clasSified 1n the 

Sll!emcn! ofcuh nO\,J ASU 2016-IS '""be efTec1he for our annual and interim financial SU!emen!S beginning J>nuary I, 2018, al!hough early adopuon •• pcnnined We are ancsStng thetmpacl of the 

adoption of !hiS ASU on our Slatcmen!S of ash Oo"'t 

ln!angJbles·Good"•ll (ASC 350)- In laooas) 2017,1he FASB tnued ASU 2017-Q.l, Slmp/1/)mg 1hr f<Jifi;r Gootlot/1/mpwrmwt. "hrch simplifies he-• an cnury 1J requned 10 !csl good"ill for impainncn1 

by eliminating S!cp 2 from lhegood,.,ll impainnen!t<St ASU 20 17-Q.l "'ill be effCC1~>e for our annual and 1ntcnm financial <l>t<rncntt begmnrng January I, 2020, al!hough eatly adoption is pcmuned The 

amendments included in th1s update are to be applied prosp«IJ\-cly We arc evaluating the cfTctt or thu update on our financ•aJ pos.~uon and rbuhs or operauons 
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3. EA.RNINCS P£R SHARE 

Tbe folltmms table ~cnts lhc ukula.uon or !he Conlpm) ·, bas.ic il.l'ld dilUted (MI\II'Ig$ per share ror the )C:If$ coded Dcccnlber 3 I 

(m 1116tUw,.l•. c.~s-t JJtu~J tmJ JH'' JfHir' dQto} 

Calculation or Ba.sic E•rnhlgf Per S hart: 

Net Income 
Weighted a.vemge shares outstanding 

Rasit Eatnings Ptr Shart 

Cntcuhuion of Diluted Earnings Per Share: 

Net Income 

RC"c:Ontilill tlon of Otnominator: 

Weighted a\·erage shares outstanding- Basic 
Effect of dilutive securities- Share·bascd compensation 

Adjusted denominator- Diluted 

Diluted Ear-nings Per Shart 

4. ACQUISlTION A-<"0 D ISPOSITION 

s 

s 

s 

Page 75 of 117 

1-.. or the '\'ca r Endt d Due.mbtr Jl , 

1016 1015 20 14 

H.675 41.140 36,092 

15,570,539 IS,094,423 14,SS 1.308 

2.87 2.73 2 48 

44.675 41.140 s 36,092 

1 ~,570,539 15,094,423 14,55 I ,308 

42,552 48,950 53.636 

15,613,091 15,143,373 14,604,944 

2.86 s 2.72 s 2 47 

Gutlruto Mugu 
On April I, 2015, '"'c completed the merger with Gathcrco, in which Gatherco merged with and into Aspire Energy, our then newly formed. whoiJy.owncd subsidiary 

At closing. we issu~:d 592.970 shares of our common stock, valued at $30 2 million based on the closing price of our common stock as reponed on lhe NYSE on April l, 201 S In addition. we paid S27 . ..S 
million in cash and assumed $1 .7 million of existing oulstanding debt. which we paid off on the s:.me date We also acquired $6 S mill1on or cash on hand at closing 

(m 1hou~am.l~) 

Chesa~ak• Utilities common StC><k issued 

Cash 
Acquired debl 

Aggregate amount paid in the acquisition 

less cash acquired 

Net amount paid in the acquisition 

Ntl Putc.hau Pritt 

30,164 

27,494 

1,696 

59,354 

(6.806) 

52,548 

The merger asreement provided for additional contingent cash consideration to Gatherco's shareholders of up 10 $1 S 0 million based on a ptree·ntage of revenue generated from potential new gathering 
opponuniues during the live )'ears following the tlosing As of December 31 , 2016. there have been no related gathering opponunities dc:vduped, therefore, no contingl!nt consideration liability has been 
recorded We ate unable to estimate the range of future undiscounted contingent liability outcomes at this time However. a liability for additional contingent cuh consideration may be recorde-d prior to 
Apnl 2020 as additionaJ information becomes available 
We incurred Sl 3 million in transaction costs assC><iated with this merger, of which $514,000 and $786,000 were ex~nsed during the years ended Decembor 31, 2015 and 2014, r<spectively Transaction 
costs were included in operations cxpen5e in the aceompanyin~ consolidated statements of income. The revenues and net income from this acquisition for the years ended Occe•nber 3l, 2016 and 2015, 
included in our consolidated statements of income, were S26.6 million and $2.1 million, respectively, for 2016 and S 16.7 m1lhon and $112,000, res~ctively, for 20 IS 
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The purchase price allocation of the Gatherco acquisjtion is a.s follows 

(m 1/mll,\tlJKll) 

Purchase price 

Properly plant and equipment 

Cash 

Accounts receivable 
Income ta.~es receivable 

Other assets 

TOtal assets acquired 

Long·tenn debt 
Defe-rr~ income taxes 

Accounts payable 
Othtr current liabilities 

Total liabilities ass..med 

Net identifiable asseu acquired 

Goodwill 
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Purcha.se Pritt Alloralion 

S7,6S8 

SJ,203 
6,806 
3,629 

3, 163 

42S 

67,226 

1,696 

13,409 

3,837 
74S 

19,687 

47,539 

10,119 

The goodwill reflects the value paid primari1y ror opponunitics 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 The allocation of the pureha~ price and valualion of asse1s is final 

Dispositlon of /Jrtl rePoilft 

On Oc1ober I, 2014, we completed the sale or BravePoint. our former advanced informauon se-rvices subsidiary, for approximately S12 0 million in eash We remvested the proce-eds from this .sale in our 
rcguJated and unregulated energy businesse-s. We recorded a pro-tax gajn of S6.7 million (approximately S4 0 million afler~1ax) from this sale. which included the eo·ect of Gtnain costs and expenses 
assocjated with the sale Our consolidated statement of income for the year ended December 31, 2014. included S 15. I million of rt\•enue and $232,000 of ne1loss from BravePoinl'S operations 

s. StCMF.NT I I'FORMATI0:-1 

We usc the management approach to identify operating segments. \Ve organize our business around differences in rc:g:ul:nocy em•ironmcnt and/or products or services, and the operating results of each 
segment arc regularly reviewed by the chief opemting decision maker (our Chief Exe<:Uiive Officer) in order to make decisions 11bou1 resoufCies and to assess ptrfonnanec Our opcratjons comprise lwo 
reponable segments: 

Regulated Energy Includes n:uuraJ ~u disuibution, natural gas transmission and clecu1c d1stribution operations All oper:ulons in this segment are regulated, as to their rates and services, 
by the PSC having jurisdiction in tach operating territory or by the FERC in the case or Eastern Shore. 

lJnUJ..I'fllarc-d Energy. Includes pro~,a.ne distribution, pr<>J>ane and CM.Jdc oil wholesale marketing and nntural gas mari:e.ting operations. which are unregulated as to their rates and services. 
Effective April 2015. this segment includes Aspire Energy, whose services include natural gas gathering. proce-ssing. transportation and supply (See Note 4, Acqlll:).,hm.r anJ /)1,\f}(tumm.,·, 
regarding the merJ!<r with Gatherco) Effective June 2016, this segment also includes electricity and steam generation through Eight Flags' CHP plant Also included in this segment are 
other unregulated energy sefViet.s, such as ene.rgy·rdatcd merchandise sates and heating, vcnlilation and air conditioning, plumbing and electrical services 

The remainder of our operations is presented as "Other businesses and eliminations", whkh. consistS of unrc.gulated subsidianes that own real estate leased to Chesapeake Utilities, as well as cenain 
corporate costs nor allocated to other operations We had previously identified •Other" as a separate repon.abtc segment, which <:00-SJSted primanly of Bra\ePoint. our former adva~~eed information services 
subsidiary. As a r<sull or the sale of that subsidiary in OctOber 2014, "Other" is no longer a separate repo11able segment 
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The folll>"tn~ table pre><nu tnfomtabon about our r<poruble sqvncnu 

for tht \ nr Endtd Dtumbu Jl, 

1016 lOIS 101~ 

... u .kftiJ 

Optr•ting Re\tnuts. l:'n•ffihJitd Cunomtrs 

Rc1;ulated &<rll) s JOZ.~Ol 300,674 s l99.34S 

IJnrc~latcd EntfiP 196.~~· 158,570 184,SS7 

Other buwncsscs and chmmauons 14,932 

Tou.l opcraUniJ fC'\ctiUU, unaffihatcd cu~tomers ~9S.S60 s 459,244 s 498,834 

lntusrgmtnt Rt\ tnuts 

Regulated En"'JJy s 3,187 s 1,228 s 1,097 

Unrtgulalcd Energy 7,311 3,537 4~ 

Other bus1ncsscs 880 880 979 

Total 1ntcncgmcnt rc,cnuts s 11,488 S,645 2,480 

Optrath'g lncomr 

Regulated En<rgy 69,X~ I 60,9SS S0.451 

Unregulated Energy 13,84~ 16.355 11 ,723 

Other bu,incsses and eliminations ~01 418 lOS 

Opcratmg lncomc ·~.096 77,758 62,279 

Gams fi'OII1 sales ofbustnesscs 7, 139 

Other (c'<pcnsc) 1ncomc (W) 293 101 

Interest <:har)ICS 10,639 10,006 9,482 

Income Before Income ta\tS 73.016 68,~5 60,037 

Income taxe-s 28.3~1 :6,90S 23,945 

Net tncomc s H.675 41,140 s 36,092 

l>tprnilhon and Amortiut10n 

Rc~latcd l'nctKY s 2M17 s 24,195 21,915 

l;n~latc.l En«¥) 6,386 5,679 3,994 

Other bustne:sw) and C'hm1n.auons 96 98 407 

TouJ dcprmaoon anJ amortJzahon s 31.159 s 29,912 s :6,316 

C•t)ltal [,prndJtUrt\ 

Rc~latcd Enc<ll)· s 139,99~ 98,372 s 84,959 

t.:nrcgulatcd Encrsy 2J.9S~ 38,347 9.648 

Othcr bus.n<S!<'S 5.398 5.994 3,4SO 

Total capttal "pcndtlurcs 169,376 142,713 s 98,057 

AU •.:nu~ Jni«-.;J"Whl rn .... an ~.a rnat\.ct r1110 and ha\e t-om cl.uftlnatcJ. &om ~I!JIItcd rncm.IP 

ArofOcctmbull. 

2016 2015 

fdtntifiable Asuu 

Rtgulatcd Encrgy 986,751 872,065 

Unregulated Encrgy 226,368 171,840 

Other bustnc:.ucs 16.D99 23,516 

To•al idcn1ifiable assets s 1,229.219 1,067,421 

Our opcr&~ion.s a.re now entirely domestic Previously, DravePoint, our formerly owned advanced infonnauon services subs1diary, had infrequent transaetions in foreign countries, which were denominated 
and paid primarily in US dollars These lr&nsac:tions were immaterial to our consolidated revenues 

Chos.,pcake Uttlitt<s Corporation 2016 f'onn 10-K l'agc 7 1 
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6. SIIPP~Eo\lENTAL CASII F~OW OtSCLOSllRF.S 

Cash paid for interest and oncomeoaxcs during the years ended Deeembcr31, 2016,2015 and 2014 \\ere as follo"s 

... .........n. 
Cash paod for onoere>t 

Cash pajd for income t.l\C$, net or refunds 

Non·cash investing and financing activities during the years ended December 31. 2016. 201 S, and 1014 were as follows 

1m1~1 

Capo~ prop<ny and cqwpmtnt acquored on accoun~ but no< paod for as ofDeecrnbtr 3 I 

Common stocloS$1ed fO< thc Rcorcmmt Sa"ngs Plan 

Common su>ck ISSU~ for the COfwtrsion of debentures 

Common stock IS'<Ued under the SICP 

Capital I use obligauon 

Common stock issued '" acquis111on 

7. DLRJVATIV£ L'STRl.\tl'T~ 

2016 

$ 

2016 

Page 78 of 117 

Notes 10 the Coosolidaled Financial Stattm~nu 

For the \'nr rndtd O«tmbtr Jl, 

2015 2014 

10,315 9,497 8,870 

(5,308) 11,076 17,588 

for tht \ 'ur Ended Or«rnbcr 31J 

2015 2014 

9,791 s 10,268 7,040 

111 s 690 602 

SH 

1,027 s I,S94 1,S33 

3,471 4,824 s 6,130 

30,1()4 s 

W c usc derivati\c and nnn-dcrl\'lb\ c c:ontracts to cng1gc in trachns acli,uie-s and manage n~~~ rtlattd to obtaining adtqu.atc Jupphts and the price- fluctua11ons or natural gu. dec:uiCit) and prop&M Our 

notural ~ clectnc and propane doSIIlbullon opcratoons ha>< cntercd onto agrecrncnts \\1th surphers to purchasc natural gu, cle<tricol) and propane fO< rcsale to our CU>tO<n<rs A$Jl<r< En<TB)· has cntcred 

into contracts '"ith produce:n to secure nacural gaJ 10 mMns obli11.auon.s Purchast:~ und« 1hnc contrKlS typical!)' ttthn do noc meet the definition of den,·au' cs or &Jt con.Rdered ••normaJ purthues &nd 

5alcs'" and are atCOUnltd foe on In accrual basis Our propane dmnbution and natural gas markeung operaaons ml)' also enter 1ft10 ra.r ... alue h!'dgcs or thttr tn\-C-nlory Of cash Row hedges or thtlf ruture 

purc;hase commitrnenu in order to mill Hate the impact or wholesale price fluctuations AJ or O«tmber 31. 2016, our natun.l gas and clec1nc discribution operauon$ d•d not have any ouutand1n_g denvauH 

contracts 

u~,/gi,g Acri•'itit'.\' l11 lll/6 
Jn 2016, Sharp entercd into swap agreements to miugaoe the nsk ofOuctuations in wholesale propane ond<X pnoes a.sociated with 4 8 million gallons exp«led 10 be purchased through Septernbeo 1017, of 

\\hieh 4 1 million gallons,_.,. outstanding at Oe<embcr 31, 2016 Undcr the swap agrccmcnu, Sharp "'II receive the doiTerenee betwcen the index priccs (Mont Bdvicu prices in October 2016 through 

S<pt<mbtr 2017) and the s"ap pnces,, "hieh range btt"«n SO <US and SO S6SO p<r ~allon, to th< e<tcnt thc inde.< prices c<eced the swap prices If the onde< pnees arclo"u than thc S\\ap pnee, Sharp woll 

pay thc diiTcrcnec The swap ayrecment essenually li'ed thc price of thc 4 8 molhon K>llons that "e oxpcc:t to purchase through Septcmbtr 2017 Wc accounted for these swap agreem<1lts as cash no" 

lledgcs, and therc IS no oncJT«<,e poruon of thesc hedgcs At Deeemb<r 3 I, 2016, thc outstandong swap agrcemcnts had a farr value of appro.<irmtdy S69J,OOO The ch&nge on th< faor \alue of thc swap 

agrccm<nt> is rceorded as unruhz:ed J!OI"'1oss in other eornprche"'"• rncornc {le>ss) 

In December 2016, Sharp paod a total of SH,OOO to purchuc a pot opuon to pro<«:t agaonst a dethncon propane priecs and rclated pcxcntial on•cntory losses assocoared wnh 630,000 gallons for liS propone 

pnec cap program in tht 2016·2017 heating scuon The put opuon IS exerC1sed of propane prices fall below the Strilc pnec or $0 5650 pcr gallon in Deccmbcr 2016, January 2017, and FcbiUII)' 2017 If 

exercised, wt will rtceive the difference between the mari.et pncc and the strike: price during lhose months. We accounted for the put opuon as a fair value hed~e. and there •s no incfTccuve poruon or this 

hed~:;e As ofDectmber J I , 2016, the put option had a fa~r value of$9,000 The chanl(C IR reu Vftlue or the put Option ciTe(IIVCiy reduced oor propane invtnrory balance 

In January 2016, PESCO cntcred into a SCO supplitr agre<ment woth Columbia G•s of Ohio to provide natural gas supply for one of ou local distribution euilomer pools PESCO also assumed oh< obhsauon 

to store natural gas in,·cniDf)' to Qtis(y its obligations undtr tht- SCO suppht-r agr~mc-nt, \\hich ltrmtnatts on March 31, 2017 

Cbtsapcalcl,;uhucs Ccwporation 1016 f'onn 1().K Pas< n 
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Noccs 10 lhc Coosohcl.ttod Finoucial SIO!emenu 

In conjunction \\ilb lhe SCO supplier ll!,rccmcnl. PESCO en1cred onto natural gas futur.s conlr'lcts dunng lhe second quartet of 2016 on order to proce<a ou na1ural gu in•cntocy agaonsl marl.e1 pnce 

flucluauons The conlr'lcts expire by March 3 I, 2017 We had prcvoously accounted for these conltaCIS u fair -.lue hedges wilh any ineffecuve portoon bcon11 reported dor«tly on earning11U1d otfs<l by any 

a;sucoaled goon (loss) on the inven1ory value b01ng hedged During lhe 1hird quarter of 2016, we de-desognalcd lhe hedges as IIIey \\ere no longer deemed to be highly effective We are now accounun11 foc 

tht:m as dcrivatl\tS on a m.ark~co-.markct basis. with the change in fau vaJue renccted as unrul1zeod gam (loss) ln current period eam1ng.S, and thtllt are no lon.H,cr offset by any a.ssodated gain (loss) 1n the 
\'alue of the tn\<tntory previously hedged J\~ of December J 1. 2016. we had a tmal of I J million Du in natural "as fullut5 contrac-ts with a n1arl..·to-market liabili1y or$773,000 

lleJ)inninJ) in October 2015, PESCO entered into natural gas rutures contracts a.SSO(:iated \orlth the purchase ftnd s.ale or natural gas to other Sf}tciOc customers These contracts expire within two years, and "I: 
have accounled for them as cash flow hed~es Thoro is no oneffeotive poruon of1hesc hedges AI December J I, 2016, I'ESCO had a total of3 7 molloon Dli hedged under naru,..,lgas fulures coni,..,<IS, wilh an 

asset fAir value of approximately S 111,000 The change 1n fair value of the natural gas futures eontraeu is recOidtd as unrealized gain (loss) in other comprchc-nsi" e income (loss) 

Ft~ir lla/u~ 1/rtl;:rs 
The 1mpaet of our nJ.turaJ gJ.s future) eommocht)' contracu rrn1ously designated as fa1r value hedgcJ and the related hedged item on our consolidated 1ncome itatemenl for the )'e&r cndro December 31, 
201b, os prcsenled below 

~-~~ 
Commoduy eon~n~cu 

Fa1r \'lluc adJUStment for natural ga.s Jn\oCftlOt')' des•gnatcd u lhc hedged item 

fotal incrnn in purtha.std gas co.u 

1 he increase in purchased gas cost is comprised of1he followin~ 
na,is ineffectiveness 

T1ming mcf'ftcuvcness 

1 Otlll intfTtcthtnrn s 

(2ll) 

681 

448 

(83) 
5)1 

448 

lhsu aneffecthtneu arises from nawral gJJ marLtt pnte d1fferc:nccs be1'-'«n the locations o(the hedt4ed 1n\Cntory and the dclivcty loauon sp«:1fitd 1n the hcdgtng 1n)wments Timtng 1ntff~\tntu 
an set due 10 chiUlges in lhc dotfercncc bet\\tcn lbe $pol rn« and !be furures price. as well as the dotfcrcnce bet"cen lhe uming of the set~cmcnt of the fururcs and !be valusuon of lbe underl)''llll rh~socal 

commod•tl As the: C'Ommodity contract nears the settlement date, spoc.-t~forw-ard price d•fferer~cts should ton\ age. "bich should rcduu Ot elimrnate the tmpacl o( thts aneff«tl\~ess on purc:h.asN gu 
cO>t To lbe ~lcnl that our oatural gas onvcnlol) docs not qualo~v u a hedged ucrn on a faor-value hedge, or lw not been dcsogn.aed as such. lbc •••ural guonvcniO<) os V&lued atlhe loMr of COSI Qt marl.ct 

ll~dxmx lcmin~.J in 1015 
In March, ~lay and June 2015, Sharp patd a 10111 of $143,00010 purchase put opuons to pro<cct aaaonsa a dcdone on propiUle prices and rtlated poccnualonvenlocy losses usocia1ed "'Ill 2 S moll ion gallons 

fut 1he propane pnco cap program on lhe 2015·2016 healing season We curcised lhe pul opbons as prop•ne pncu foil bolow Ill< slnke pric<s of SO 4q~0. SO 4888 •nd SO 4500 per gallon on Docembor 2015 

lhrough FebruiU)' 2016 and SO 4200 per gallon on January 1hroogh March 2016 \Vo received appro.,maloly $239,000, v.htch represented the dotfcrencc bel\•ccn 1he marke1 pricts and 1he Slnke pnces dunng 

those months We accounted for the put optJons "'fair value hedges 

Jn ~farch, May and June 201 S, Sharp entered into &wap a~rcements to miligate the risk offluctuauon!l in wholeJale propane index prices associated wuh 2 S million saJions expected to be purchased for the 
2015·2011> h<~ling season. Under 1hese swap ljlrccmenas, Sharp would hav·e received 1he difference be1wccn lhe index prices (Monl Belvieu pricts in l)eccmber 2015 lhrough March 2016) and 1he swop 

prices, whoch ranMed froon $0 5200 to SO S950 per MAllon, for eaoh swap ajii'Coment, 10 lhe ox1ent the indox prices exceeded the swap prices 1r1ho intlex prices were lower !han lhesw>p prices, Sharp would 

have paid 1he differenoe Theso swap agrccmenu essentially fo.ed the price oflhe 2 S million gallons IIIII we purt:hascd during this ptliod We accO<Jnled foc lhe swap agreements as cash flow hedg<s Sharp 

paod approximotely S4S4,000, \\hich roprescnted lhe doffer<:nce belwoen lhe index prices and swap prices durong the months of December 2015 lbrough Marth 2016 

Chesapcalel'uloucs Corponxi"" :!016 Form IO·K P•11• 7J -----------------------------------
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Noccs to the Consolid:a1ed F•nanc:i•l Statements 

1/~;/ging Acth•ititJ' in 101-1 

In 1\ugust and Oetober 2014, Shal]l entered into call options to protect against an incr<ase rn propane prices associated with I 3 million gallons purchased at marlcet·bucd prices to supply the demands of our 

propane price ~p program customers The retail price that \\C charged those CUSIOmtrs dunn11the heating season was capped at a pre.<Jetcrmined level We would hl\e exercised the call opuons rf the 

propane prices had nscn above the stnke price of $1 087S ptr gallon rn De«mber 2014 throu11h February of201S, and Sl 06SO ptr gallon rn January through March lOIS We paid $98,000 to purchase the 

call opuons. "'itich <><prred ,.,thout aercise u the market pnccs "ere bdow the Strike pnce< We ICCOUnted fO< lhe call optrons as cash Ro" hedges 

In Ma) 2014, Sharp tntered rnto sw•p Oj!fCefnents to mrugate die nsk ofOucnauonsrn "hole..Je propane rnd<X pricn assoaated ,.,th 630,000 gallons purchased rn O.Cernber 2014 wough February lOIS 

Under these •w•p a~ menu. Sharp "ould ba-e recn•ed the driTorence b=..., the ind.- pnccs (Mont Bel•icu prices rn O.Cemb<r 2014 through February 201 ~)and lhe sw•p pnces of $1 IHO, Sl 097S 

ond Sl 047S per gallon fO< each '"'P agreemen~ to the <'<tent the rndu prices exceedtd the )wap pnces If the inde< pnces "trelo"'cr than the swap pnces, Sharp "ould have p1rd the difftrence These 

s10ap a~menu essentially fi•ed the pnce of the 630,000 gallons purchased duringthi1 period We had rnitially aeeoonted for them as cash now hedges u the swap agreementS metoll the roquuements 

We paid $1 I million. «presenting the difference betMen the market prices and Slrike pricu dunng thc months ofDecembcr Z014 through February 2015 At Occembcr J I, 2015, ,.. <lectcd to dr~eontrnue 

h«<ge accounting on the swap agrcerncnts and reclanified $735,000 ofunrealited loss from othtr comprehensive loss to propone cost ofsal<s Subsequently, "e accounted for them as dcnvatrve instruments 

on a nrar'k·te>-marlcet buis with the change in fair value reOccted rn current period earnrngs 

In May 2014, Sharp entered 1n1o put opuons 10 prottct ap•nst decl1ne.s in propane prices and related potential invtntory lo,Sts associated wuh 630.000 gallons purchased ror the propane price cap prognana 

rn Oeeem~r 2014 through Februll) 201S Wc e_xcrcised thc put opuons because propanc pnces ftll ~Ia.. the smke pnecs of Sl 03$0, SO 9915 and SO 9475 ptr gallon, for each opnon agroementrn 

Oeetrnber 2014 through February 201 s, respeetivdy \\ c paid $128,000 to purclla~ the put optrons and receiVed $868,000 frO<n the .-ercisc of the options. reprucnung thc differenec b<t.-een the ma~e~ 

pric6 and suike prices dunnalhost months We accaunted f« thonas fair \'lluc hedg_t-J 

Cummodity Cuntruca fur Trudmg Acti~·itin 

Xt'fOO e.ngages m tndtns actl\'IUes ustng forward and futurts contracu for propane and crude Ott These contncts ue eonstdcred dcm·ati\'H and have bC'Cn accountt\J for ustng the: marl-~madet method of 

accountjng Under thi!l method, the tradtn~ contracts are recorded at faJr vaJue. and the chan~es 1n rasr value of those contract! are rtcagn1zed as unrealized g11ns or 1osscs 1n lhe statementS or ancomc for the 

l><riod of chang< As ofDeecmbcr J I, 2016 and 201$, Xeron had no outstanding contucts that were accounted ror as denvauvu 

Xemn entered Into muttr netting a~reements wuh two counu~rpart1tS 10 miliga1e e~posurc to counttrparry cndil nsk The master ncuing agrtements en11ble Xeron to net these two countc:tparucs• 

OUtStanding accounts rc<:tlvablc and payable, whach arc presented on a HfOS.S basis 1n the accompanying consolidated balanct sheets At December 31. 201 b, Xeron had no accounts receivable or accounts 

payable balances 10 offset "''th these two countcrparuu At Deccmbcr 3 I, 201 S, Xcron had a right to orrset $43 I ,000 of accounts J"Yible, but did not have out<tanding accounts receivable, wnh these t\\.O 

c:ountcrpanies 

Chesapeake Uuhues Corp<ntioo ZOI6 Form IO.K Page74 
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Notes to the Conwlidated Financial Statements 

The rollowing tables present information about the fair value and related gains and losJes or our derivative contracts. We did not have any derivative contracts with ll cr~it.risk-rdattd conljngency. 

Fair values of the derivative contracts f(COfdcd in the consolidated balance sheets as of December 31, 2016 3nd 2015, are as fOllows. 

(11tlhow.11ltllf/J) 

Dtrivativts not dt:s ignaltd AS brdging irulrumtnts 

Fol'\ .. 'a.rd contracu 
Propane swap agreements 

Otrivativts dtsignatrd as fair ' 'Aiut hedgu 

Put options 
Derh'ali\•tJ dtsignattd as cash now hr.dgts 

Nan~ral gas rutures conuacts 
Propane swap agreements 

Tocal asset derivati,·es 

w•thnn.J.U~t~IJi 

Oeri\ratins nol dt'signnted as htdging instrumt.nls 

forward contracts 

Naturftl ~as futui'C$ contn~cu 

Otrivativts dtsignatt:d :u (IUh now hedges 

Propane swap agreements 
Natul'al gas fulllres contracts 

Totalliabilhy derivatives 

Chcsapuke Utilities Corporation 2016 Fonn 10-K Page 75 

Mark-tcrmarket energy assets 
Madc.to-market energy a.ssecs 

Mark·to-market energy assets 

Mark-to.marktt energy assets 

Mark·to-maricet energy assets 

Matk-t.o-m~uket energy liabilities 
Mark-to-mnl'ktt enel'gy liabilities 

Mark·to-market energy liab1lhies 

Mark-to-market energy liabilities 

Ot'«ml:tnJJ.lOI' 

s 

O«e111berJ I,lOI6 

s 

fdr VaJ11t> A~ Or 

113 

693 

Oe<~tmbuJI, 2t115 

152 

s2J ..;s_~------' ;..53_ 

D"«mbotrJI,lU~ 

s 
773 

773 

323 
109 
433 
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No1ts to the Consolidated Financial Statements 

The effects of gains and tosStJ from derivative instruments arc as follows: 

(mllmH.J(lt~</J) 

Dtrivalivts not duignattd as hedging instrumtnts: 

Realized (loss) gain on fonvard contracts and options ~ · > 

Unrealized (loss) gain on forw·ard contracts '1) 

Natural gas futurts contracls 
Propane swap agreements 

Orrivathrcs dtJ ignattd as (air valut htdgt.s: 

Pui/Call option 
Put/Call option ;ll 

Natural gas future-s contracts 
Otriv;ltivts dtsignattd AS c:uh Oow htdgf.$· 

Propane swap agreementS 

Propane swap agreements 
Call options 
Call options 
Natural gas futures conuact.s 

Natural gas futures contracts 

Total 

l...on!IICI-. urc.ta 
(L(I~l) f•fl Otrfnalln : .. 

Revenue s 
Revenue 

Cost of s~lcs 

Cost of sales 

Cost of Sales 
rropane Inventory 

Natural Gas Inventory 

Cost of Sales 
Other Comprehcnsivt Income 

Cost of Sales 
Other Comprehensive Income 

Cos• of sales 

Other Comprehensive lneome 
s 

l tl l ' 2015 l OU 

(5~6) 426 s 1.423 

(126) 57 

(541 ) 
18 (735) 

49 528 235 
43 517 

(233) 

(364) (120) (341) 

1,016 (323) 
(81) (17) 

(55) 

345 

222 109 

{45) 474 1,084 

(I) All ..,r diC! rt;abtoJ and \Wcalc/.ed ga&n (\~)on fo)rWard (00.lt't4:1$ tq'ltCK"'I11 the efTccC or ltlldmg •ctl\llbU on ow- o;c~hdllt~.-.J llllltqtu::Ma or Income 
(2) M. (.an \"llut hedtrc " llh M tndTI!\."11\~ J'OfiiOn. lhc unr«htcd S,lllnJ .nJ I~.J IW<!UIIN W1th tJm c•ll ('I"''""·~ tc'OOifd....J '" (l(rf! or NleJ, o fr•cl b\ lhc con .. :~Ddllli! dllrl,;e in r.bc \'lllue of rror-nc ln\'CfltQC)' (hNgl'<l Item), uhtch .. al-'0 l«(lfded 11'1 

CO¥t ur ,.~o, The- an'II>Unb m cost uf •let~ ot'l'$ctl.c) ICU.I ond ll~ ~o~~ue.tlo«< SJIIrol aoJ lv"-'1<-' tl( lhi' cell Clo]"-ll.'ln cffcwwl) 1.:~ the n iUrr of JIR"(lei'IC' um:n«lf) 

8. FAIR VALU£ Of ' fi.NANCIAI. L'I'STRUMEt\'TS 

GAAP cslablishcs a fair value hierarchy that prioritizes the inputs to valuation methods used to measure f:ur valut The three levels oflhe fair value hierarchy are the following 

Level I Unadjusted quoted prices tn active markets that are accessible at the measurement date for identical. unres1ricted assets or liabtlitics. 

Level 2 Quoted prices in markets that are not active, or inputs which are observable, either directly or indirtctly, for substantially the full term of the asset or liability. and 

Level 3 Prices or valuation tcxhniques requiring inputs that arc both significant to the fair value measurement and unobservt~ble (l.e supported by little or no market activity) 

Chesapeake Utilities Corporation 2016 Fom> 10-K Page 76 

https://www.sec.gov/ Archives/edgar/data/19745/000 16282801700 1844/cpk 1231201610-... 11120/2017 



Document Page 83 of 1 1 7 

Notes to the Conlo011dtted Financaal Statemcnu 

Fmuftcitll AnciJ unJ l.iabl'btia Mctuurtd ut FtliT Value 

The follo.,ing 11bles summanu our financoal US<IJ and habohb<S thlt are measured at fa~r value on a recumDi baSis and the faor \llue mtasurem<niJ, b) le\d, witlun the flir 'alue hoerarehy as of 
December J I, 2016 and 201S. r<>p«ll,tly 

r.t.J,.\'a)w 'IU"'A'Mrab Cwac. 

Sipiftora• tO...,.,. S.lpifk»at 
Q•WPricnl• Ok'n• W. UMibotf" • atllt 
..-,cdu\t• f1r,-h .. ,.b ,.,.h 

A,o(~mkrJl,ltl6 FatrVat~ CU.<! I) CLn<ll) (~e:IJ) 

~ 
AsS<I$ 

ln\estmc-nu-<quaty J.tCUnue• s 21 s 21 s s 
10\.f.Stmcnu-guarant«dlncome fund s ~61 s s ~61 

ln..,estmcnu-mutual funds 11nd other s ~,J20 s ~.320 s s 
Matl·tc>-marketene'lly assetS, ondudons put optoons s su s s 823 s 

Liablliues 
MariHo.mar\et tntrK)' habah1ies, anduding 5w11p agreements and naturaJ gas futuru 
contracts 773 s 77J s 

r •lr Valu\" Mf"• \YrtmC'nh tJ11Iae; 

SJa111Uk ut Otlrl .. r st,alfiu •• 
Ob~r-ublc- U.oh101tnable 

Q 11ttf<fl f)rk.-~ Itt AttiH I a pub lap•H, 

,\10 of O«c!mlwr Jl,lOI~ f•ir V•Iur (tbr lo.t>h(l t \ fll) tLt"~llt (IA,~I J) 

~ 
Assets 

lnvcstmtnu equ•ty secuntJe4 s 18 s IS 

ln,·estmcnu--guarantC't\J 1ncome fund 279 s s 279 

fn,e.)tmenu - mutuaJ fundJ and othtr J,H7 3,347 s 
Ma.rk4o-markct energy assets, 1nclud1ng put opuons IS3 s ISJ s 

l•abil11Jt.s 
MarL·tc>-marL<t en<fll) hablhun, oneludong '"'"P asroem<nts ltld natural gas futur<S 
contracts 4J3 433 

The foll0\\1ng ,·alu.auon technaques ~en uStd to musure fa.tr .. ·alue auas on a recurring bu.s as ofD«mtbc:r ll , 2016tnd 201 ~ 

Ln£1 1 F11r Y•IU£ "c•wrrmrnts 
/mYHm,·"l\ • ~'!"'" ""'"rut~·\ - The fair values of these aradtng securities are recorded at fiJr value based on unadJU\lc:d quoted pntt'lln acli\ e marl..m for idenucal sca~nties 
Jm,· \tm,·ntJ • mutll(t/ funJ • .t anJ ullk·r- The faar 1oalun oflhcse in,estments, comprised or money ma.rl.tt and mutual funds. are recorded a. fllr 1oalue based on quOttd n~ asstt values of lhe shaft's 

L£>tl 2 Eajr Vtlur \1n\urrmcnlt 

.HarA-ttHncJTlt•l ~lh:fK) a.h,'h tuJ boluhllt'J These fonnrd tontrlcts are vatu~d using markcttr&n.5act•ons 1n either th~ hsted or OTC mat"'~ts 
Propc»l< pm toll optmm .. ""up (f.K'''l'ml'ntJ antltkllt4ral s:as juturr~ ctNifrocb The fan ,·afue or lhe proptnc pul!'call ()I)Uons, s~ap agrecmtnu and natural gas futures eonuacts are mc.asured u~ng 
marktllflnJaction~ for Similar a.ssets &nd JiabihlltS In Cllhcr the liSted or OTC markets 
/m't.".\lmeul\ ""'a\uucl ut tl(lt U..\h!f htlut The faar \otluc is based on ntl I.SSC't valut per uni1 of invcsuncnts, which u~$ S1gmficant obstJ'\able tnputs Ho,._.·cver. lh~se investments "ere not traded 
pubhdy and did not have quottd marlct prices in acuvc marktts 
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f hJ l "'Cl!IM 

Lnd J Fflr \'alur ~trasurrmcnts 

lmt<~lmf'lll' • t,"'~.cuantuJ ux:t>111' fotJ The fair values ofthe.se ln\·~tments arc recorded ac tht contract value. ¥>h1ch approximJ.tC'S thctr fo~n \lluc 

The following toble set• forth the summa!)' of the changes in the fair ••lue of Level J mvestments for the years ended lkcemb<r 31,2016 and 201 S 

Be!llnmnsBaiii>Ce 

Purehas<s and ldJUS~nts 

TransfersldtSbu1'1<'1tlents 

Investment income 

End1ng Balance 

Jn\tstment 1~ome from r.he L~el l lft\titments as reflected 1n ath« ltltpmsc) income an the 1ccompanyang eonsohdaced statementJ of enc01ne 

$ 

s 
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NoteJ tO the Cons.olidattd Financial Statements 

t'or tht Yur Endtd Otctm~r 31 , 

2016 20 1~ 

279 s 287 

12.) 69 

151 (82) 

s 
~61 279 

At D«cmbn 31, 2016 and 2015. thtte \\C'te no non·financlal assets or liabihtie-s requarcd to be reponed It fair "alue We miew our rwn .. fin.&ncialasscts for impamnentat least on an annual basn. as 

required 

Oth~r Finmu:ittl AJ.)t'(\ umll .. iahilifl't!\ 

Financialas.sets '"'th canying values appro\imaung fan value 1nclude cas.h and cash equivaiC"nts and accoun1s rtCtl\Ablt Financial habihucJ ,.,.'ith carrying \'&lues approx•mMing fai r value include accounts 

payable and other accrued l11biliues and .shon+term deb-t The fa1r vaJuc of ca.sh a.nd cash equ•veleniJ is mta.surtd U5.1Rj lhe comparable \&Jue in the ac:uve marlro:ct and appro"Cimatts its can')'ing value (Level I 

meuurnnrnt) Tht fa1r value ofshon.c.trm dtbt appro,imatts 1he CliT)·•ng value due to ltJ shOrt maturities and because mterest rates apprO\IMitc current marlet r1tts (l.c .. cl 3 meuurcmt:nt) 

At Decembtr) I, 201o, loog·tenn deb1, "tuch 1ncludes the current marunues butexcludes 1 capttalleue oblig,toon hod acaiT)inH value of$145 9 mdhoo. compared to a fan nlue ofSiol 5 m1lhoo, wing 

a discounted Cbh flCW~ methodolog:y thai 1neorporates a mar1tt tntcrtst ntc bast"d on pubhshcd ('Ot"p()Bt t borre\'-mg rates for debt InstrumentS "-llh simalar ttnns and avenge matunucs. adJusted f« 

duration, opuonailty and nsk profile At December 31, 2015, lonJI•tenn deb<, "h1ch 1neludtsthe cun'ent marunues but e. elude' 1 capital IC3K obhgauon, had a eany1ng value ofSISJ 7 m1lilon compared <o 

the csumated rair value of$165 I mtllion Tht valuation techn1que us«< co estimate the ftm value oflong·term dtht would be considtrcd a Levtl J measurement 

See ~me 16. l..mplc~rct /Jt!JII!}il Plwu ro. rair ... alue mc-a.surcment Information rc.llted to our pcnston plan assets 

Chts.lpeoke Uuht1es Cooponuon 2016 Fcnn IO.K Page 78 
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Notes to the Cons<>hdated Financial StatementS 

9. I." EST\ILVI'S 

The tn\c:.tmcnt balances at Dttt:mbtor .11, 2016 and 2015, consJttcd of the follo"1ng 

(<.ft'ltt.""""""' 

!Ubbo trust (a.socoated \\nh the :-:on-qualified Deferred Comp<nsauon Plan) 

In' c:stmentJ m tquU)" secunties 

Total 

s 

s 

Ot-ctmbtr 31, 
l0t6 

Page 85 of 117 

Otumbtr 31, 
101~ 

4.111 3,626 

11 18 

4,901 _s _______ 3;.;.644_ 

We classofY these ~nvestments as lnod~ng secunties and repon them at their fair value For the years ended December 31. 2016. :015 and 2014, we recorded net unrealited gains of $179,000, $7,000 and 

$237,000, rt$opc:ctl\cly, in other income (expense) in tht- consolidated statemencs or inc-Ome related to these investments For the in,•estmc:nt in the Rabbi Twn, we also have recorded an assoeiatc<lliabihty, 

wh1ch is 1ncludtd in other pens1on and IM-ncfit costs in the c:onsolidattd balance: shet"tS and IS adjusacd each month for the pins and losses tncurrcd by the investments 10 the Rabbi Tro5t 

10. GooDI' ILL A:-1> 0THtR L''T A.,CtBLt ASSF:TS 

The canying \&lue ofgood"'•ll u ofDce<mb<r 31, 2016 and 2015 was as follows 

fl"'l,.,.,at .. !ft 

Regulated £nell!) 

Unrt~oulated Energv 
Total 

2016 

s 

As or Dtetmbtr 3 t I 

J,J5J 

11,71 7 

15.070 

s 

s 

2015 

3,353 

11,195 

As of December 31, 2016, good"'"'" our Regulated En<rgy ><gm<nt os comprised of appro"mat<ly S2 5 million from the FPU mertter '" <Xtober 2009. S 170,000 from the purchase of operalln!latsets from 

IGC on Auttull 20! 0 and $714,000 from the p<~rchase of Fon Meade in December 2011 As of De.:emb<r J I, 2016, j~oodwill in our Unrettulated Energy segment os compnsed of SIO I milloon from ohe 

acquisition of Oath~ reo in April 201 S and S I 6 million from the acquisition of the operatin~ MsetJ of se\'cntl comp11mes The annual impau menttcsung for 2016 ind1cau:d no 1mpairrnent of goodw1ll 

The carr~''"l value and accumulated am0f1it.aleon or 1ntang~ble ancts 'ubjeccto amone1auon as ofDeetmbtt J I, 2016 and :!01 S art as folio'"' .. 

i\J of D«tmbtr Jl. 

2016 2015 

c .... c .. " c.,.,,., Ac·nmlll.lll!d c.r.,l•l Antun-.&.k~ 

~ 
Ami)IUII Anllordtlll lkolt AM&UI Amnrll.'.t~IM 

Customer hsts $ 4,012 1.379 4,012 s 2,048 

:\on·Compc-te agrt.ements 170 146 270 101 

Other 170 184 270 179 

TOUII $ 4.~~1 s 2.709 4,SS2 s 2.)30 

The C'U)tom~r h:nt acqu1ttcf in lhe purchaJtS of the operlllng I.SSC'lS of SC'YC'UI com paniC'S are ~ang amortized 0\>ft' SC\C'ft CO 12 years The nOf'I•Compcte agreementS acquired In the purchase of the optraong 

assets of several c:c~panies are beang amona.ccd over a s:i~t-year or seven-year period The other intangible assets conJ1st of acquismon costs from our propane dismbuuon ac:qu•sitions in the late t980s and 

1990s and aro being amoni:t«l over 40 years 

For the) eors ende·l Decemoo 31, 2016, 2015 and 2014, amonoution expense ofintansible assets was $380,000, SJ67.000, and $396,000, r<sp<em·ely Amonozauon <XJI<'nse ofintansible as<.eu IS e'p<etcd 

to b< $366,000 for 2017, SJ53,000 for 2018. $353,000 for 2019,$353,000 for 2020 and $288,000 for 2021 
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Noe<s co che ConJOlidated Financtal Scacemencs 

II . L~COM£ TAXF.!I 

\ \'c file a e-onsohd,ate<l federAl mcome t.a.x return lncocne ta\ ~~ptnse allocated 10 our subsid1tnes u based upon thtir rcsp«ti, ·e 1.axable incomes and tax crtdlb State income u.x rttums are fi led on 1 

sepante company t<uis 1n most states where we hi'C' operation• and or are ~ujred to file Our returns for tax: ye.a.rs after 2012 are 11.1b;«t 10 t'ICamination 

We had a n<t opnatin& lou ror r<d<raltncome tax purpos<S as or December Jl 2016 or $14 0 mol loon "hich \\e '"II tan) back t\\0 )UTS and none U or O.Cember 3 I, 2015 We had mte n<t op<.-ung 

losJ<s orSI9 6 milloon o.nd S2S 7 molloon and on VlllOOS Stacu u or December 31, 2016 and 2015, rcsp«uvd). o.nd almosull ofcheJ< woll.-.porc in 2034 We ha-. recorded a d<fen<d ta.< asJ<t orS893,000 

and SS84,000 related co slate net op<.-ung loss <any·rO<\\ards 11 O.Cemb<tr 3 I, 2016 and 201 5, respcctovcly, but hi\e not re<ord<d a valuation allowantc to reduce the ru.- b<tnefit or the ta< net op<.-ung 

losses because we believe chey will be fully ubhzed 

The following HI bits provide (a) the components of tneome l3'( c~tptnsc in 2016, 20 I~. and 20 l-1, (b) tht reconciliation btt\\eotn 1he statutory redera1 mcomc ta'< tile and the efTecti\'e income tax rate fo1 

2016, 201 5, and 2014, and (c) the contponcms or accumulated deferred incomecax anc1s ond habilocics ac December 31, 2016 and 201 S 

.. __,, 
Curnnt lncomC' 'fu ElllofRJC' 

Federal 
State 
Olher 

Total currcnl income ta~ e-.cpcns.e 

Odttrtd Jnc:omt Tu EXIltiUf 11• 

Ptopen). plane 1nd equipment 

Deferred gas cosu 

Pcnstons and olher empl01 ee bcncfiLS 

fPl,. ma"gtr rclatC'd prcm1um COSt a.nd de-(mcd &&in 

!'let opnaun~ lOIS c&rf)fO<"ords 

Other 
Total deferred 1nrome ta-.c t'<~nse: 

Tot11l Income Ta\ J~\l•tnSC' 

,.a........Jt, 
R«onciliation or Eff~ch t fncomt Ta.1 lbl« 

Continuin.g O~rauons 
FtdcraJ income lA"< e>.pense 411 

State income ta'<e.s, net ofCederaJ benefit 

ESOP divtdcnd deduction 

Olhcr 
Total lntomc Tal £1Jlf'nJt 

[ff«tiH·Incomt Tn R.att 

tMratm:amru, .. s•ot-'"''•L ~lll)s-..(aradt\otat"""f'h:1lftllc'id 

2016 

s 

s 

2016 

s 

s 

Fot tht Yut fndtd Dtttmbtr JJ, 

201~ 2014 

(4,398) s 4.875 4)4 

2.053 I,Sll 1,311 

(71) (23) (JS) 

(2,916) 6,385 1,710 

Jl,062 21,205 20,382 

1,163 (1,539) 1.614 

237 (&4) 537 

(512) (556) (SOl) 

(9) 2,078 (112) 

(624) (584) 616 

31.257 20.520 22,23~ 

28.341 26,905 23,945 

For the \ 'tar F'ndtd Dtttmbtr Jl, 

2015 2014 

22.759 23.865 21,111 

J.422 3.062 2,946 

(264) (263) (267) 

2.424 241 145 

l8.HI 26,905 23.945 

38.81 '/o 39 S4'·' 39 ss•. 

Chesapeal • Uuloues Corporation 2016 Form IO.K Pa~e SO 
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Notes co the Consolidi'ttd f'1nanciaJ ScacemcnlS 

'""1~11 

DtfurW lncomt Ta\t.t 

Oc(mtd tfttOmt ca.·< llabthbcs 
Property, plant and cquopmenl 

AcquisitiOn adJUStment 

Loss on rcJcqu1rcd debt 
Deferred gas eosts 

Other 

Total dcfc.rrtd mcome tax liabiliucs 

Deferred income tax assea 

Pension and ocher ernplo) ee b<oefit> 

Environmental CO-ilS 

~c1 operauna lo)s C&IT)forwards 

ln\o·tsunrnt ta'< crcdu carryforwards 
Self insurance 

Stonn reserve liabiluy 
Other 

To1al deferred income t.a\ assets 

Otftrrf'd lncomt Taus Ptr Consolidattd Balanct Shttlt 

11. LO:-<:-TER\1 DEBT 

Our ouiStandong long·t<rm debt is sho"n ~loo. 

tm tlffl11J..AI1) 

FPU secured forst mon~a~e bonds 

9 08~\ bond, due June I, 2022 

Untollateraliztd Stn1or NOtts 

6 64' o noce, due Onot>cr 31, 2017 

5 SO'! o nocc, due Oncb<r 12, :!020 

'93'• nocc, due Onobcr 31, 20~3 

S 68'• note. due June 30, ~026 

6 43~• note, due Ml) 2. 2028 

3.73% note, due December 16,2028 

J 88% note, due May I~. 2029 

Promissory notes 

Capual lease obhgauon 

less debt1ssuanc~ costs 

Toullong-~<:rm debt 

Lus cutrtnt marunnt:s 

Tocallong·~<:rm deb~ net of cunent ma1oritics 

s 

s 

2016 

s 

Page 87 of 117 

i\s or Dtctrnbtr J I, 

2016 lOIS 

218.07~ $ 185.4~8 

IU40 15,490 

442 485 

1,846 683 

6.J75 S,961 

241,577 208,067 

6,230 6,570 

2.592 2,H5 

9~2 9-13 

2,643 

189 278 

1,131 1,153 

4,946 4,078 

18.683 15.467 

222.894 s 192.600 

.1-\s or Otctmbtr ll, 

201~ 

7,978 7,973 

2,727 ~.4SS 

1.000 10,000 

21.000 24.000 

29,000 29.000 

7,000 7,000 

20,000 20,000 

~o.ooo 10,000 

168 238 

3.471 4,8!~ 

(291) (333) 

1~9.0~ 118.117 

(ll.G99) (9.151) 

136.954 s 149,006 

Annual matunues and pnncopal rcpaymcnls of long-term debt, c'cluding the capital lease obli11auon, are u follo"s S 12,099 for 2017. $9,421 fO< 2018, S 11,245 for 2019, Sl 5,600 for 2020, S 13,600 for 

2021 and $87,400 therealltr See Note 14,/~a.>< Ohh!(aflnn•. fOf future paymenu rela1ed to the capital lease ot>ligation 

Chesapeake Utilities Corporation 2016 form IO·K Page 81 
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! " •I'"% !h 

Notes to the Consolidated Fintnctal Statements 

Sh</f Atrum<nl 

In October 2015, l'e tntered into a Shelf Agreement ,.,th Prudenual Under the terms of the Shelf Agreement. "• ml) request that Prudtntoal puKhase. throush October ~018 up to SISOO mtllton of out 

Shelf Notes tt a Ol(td anternt rate and v..1th 1 marunty dare nOt 10 t"<Ctcd twenty )'CI11 from the date of issuance Prudenual 1s under no obhgataon to purchase any of the Shelf Notes The 1ntHe.st nte and 

terms of paymcnl of any series of Shelf Notes will be determined at the ttme of purchan Wt currently anticipate the proceeds from the sale of any series of Shtlf Notts Will be used for ~eneral COIJ)Ortte 

purposes, indudm¥ refinancing of short.~cnn borrowing and'or repayment of outstanding Indebtedness and linl\ndng c-apital expenduures on future projecu. hO\\e\'tr, actual tiSC or .such pr()(ecds will be 

dctennincd a1 the lime of a purchase 1\nd tach request for purchase \\rilh t"t"Sptct to a series of Shelf Notes will spcc1t)' the cxac1 use of the proccc.:d) 

The Shtlf As.retment sets fonh cert1in bustne~s covtnants to "'hich we arc- .subject "htn &n)' Shelf No1e is ouu:tandmg. including covenants that limit Of restrict us and our subsidtarieJ from mcumng 

10debtedne:ss and tncumng liens and cncumbr~nces on any of our pJC>pcn) 

In ~lay 2016. "e submitted a rtqu<>tthat Prudential purchase S70 0 mtlhon of) ~S perctnt Shelf:-:O<es under the Shtlf Agreemen~ "1>1ch "~' oe<cpted and confirmed by Prudential Th• proe«ds recened 

from the tuuanees of the Shelf I' <X« "'II be used to reduce short·lerm l>orro\Oini!S under our rt\ol\1ng credit facthty, hn<> of crtdu and Of to fun<l capt~ e.•ponduures The cloStng oftht ~I• and t>Suanct 

of the Shelf Nol<s" «pected 10 occur on or btfore Apnl 28, 2017 

Srcuretl FirM ftffJrtgagt BonrJ,· 

We I!UIIanteed FI'U'• firS1 mortsage bonds, "hich are secured bv a hen covering all of f'I'U's property. FPU's fi rst mortgage bonds con111n a rtsuiCiion that hmits tht paymtnt of dividends by FPU It 

piO\ides that I'PU cannot make dl\tdends or other re.tricted pa~menu in txeess of tht sum of S2 S mtllion plu• FI'U's eonsolid11ed net 1neome accrued on and afttr January 1, 1992 As of D«ernber 3 I, 

2016, FPU's cumul•tive net income base"'"' Sl28 5 mtlhon, ofT set b) rtstncted p&)mertiJ of S37 6 milhon. le•vtng S90 9 million of cumulab\e net income for FPU free of restncttons pursuant to t1us 

CO\-cn&nt 

The dl\idend rostncuons by Fl'U. s first mortsase bonds resulted 1n approximately $45 0 mtlhon of the ntt assets of our consolidated subsid11nes being restncted at December 3 I, 2016 ThiS rtprestnu 

approXImately 10 percent of our consolidated net asseu Other 1hon the dividend restricttO<U by Fl'U's firM mon11•8• bonds. there are no lepl, contractual or regulatory restrictions on the net usets of our 

subsidiaries 

Uncollllf~ruli:.~tl Stnior Nota 

AU of our uncollatcrali.ud Seruor Note-s require periodic pnncipaJ and tntrtt'St pa)'mt:rus as sp«-ified in each noce The) abo contain variouJ ~suictaons The mos1 stnnllt:nt rcstricuOM state that we must 

mamtiin cquily o( at least 40 ~cent or coW c.tpttahzanon. and the ft~td charge CO\ tRJC r1tio mUSt be 11 least I 2 11m~ TM most rt"Cc-nt SC1\tOC !"o;n 1ssued tn Decembu 2013 also conta.tn a rtslricuon 

that "c must matnt.lm an aggregate nc:t book \ aluc tn our rcgul.utd business assm o( at lea.sa ~0 percent o( our contohdated toW assets fat lure: to com pi) "lth those co\cnanu could result 1n a~,;cdtrated 

due dates and or tcmunation of the Scnlor Note agrt!t"mcnts 

Cemun Chcupcakc Utilities• uncollatcrahzcd Senior Nmcs c:ontam a ··restricted p:lymtnb c:o'"cnant as defined m the respective nocc lijrtenu:nts The most resuic11vc c:o"e.nan1s or thts type arc tncludcd 

within the 6 64 p<rccnt. 5.50 petctntand S 93 percent Senior Notes, due October 31. 1017. October 12, 2020 end October 11, 202), respectively The covenant provides that we cannot pay or declare any 

dividends or make any other restricted rayments in excess or the sum of SIO .O million, plus our consolidated net income accrued on and aOer January I. 2003 As or December 31, 2016, the cumulative' 

consolidated nt:t ancome base wu $329 4 m111ion. offset by restricted payments of Sl S7 I m1lhon,lcaving $172 3 m1llion ofcumulah\'C net 1ncomc free ofrcsuitlions 

As ofDt«mber) I :016. v.e art in compliance "'th all of our debt CO\tnanu 

13. SIIOIIT·T£RM 80RRO\\IJ\CS 

At December )I, 2016 and 2015. \\e had S209 9 million and SI7J 4 mtlhon, r<spec:llHiy, ofshort·t<rrn bO<To"''"ll' out>tanding. In October 2015. "e entered 1nto a Crcd11 A(!feemtnt ""h the Lenders for a 

S I SO 0 million Revolver for a 1em1 of live years subject to the tcnns and conditions as specified We now have an A~re~atc of S320 0 million in available crcd1tltncs four uns«ured bank eredu fac1htics 

with three rinancial tnstitutions with $170 0 million in total available crcdu a.nd a Re\'olvcr with five panicipalinH Lenders totaling SISO 0 million The anm.tal weighted avtfage inlertsl r-ates on our short· 

term borrowtn~• \\tre I 43 pt..:ent and I 10 percent for 2016 and 2015, respectivtly We tncurred commitment fee< ofSI 45,000 and $106,000 in 2016 and 2015, resptellv<l) 

Ch-ke Uuhu<s COtpOrallon 2016 Fonn 10-K Page 82 
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Noccs 10 lhc ConsClhdaccd Fonancial Statcmcn" 

(ut lhotnMdl) Total F'nility l nttrtsr Rat .. Elpintion Dalt 

Ruk Cr«"Cht farilit) 

Cornmutcd rt\Ohln& crtdat facdtt~ A 

C'ommmcd tc\ol\11\& crcdat fac:ahl~ 8 

Shon·tcrm rc.,oh 1na creda1 Note C 
Corunuucd rcvolnna nedu ficdny D 

C'ornmtucdtc\ol\ln&mdn facdn~ E 

s IS.OOO LIBORpl,.l OOP<ttall OeiObcf 2'1. 2017 s 

Total Jhort IC'rm UC"J11 fac-dlliC'~ 

~0\Cf~.tfts• 

To1al 'lhorHenn borr'oo,\ lnJ 

JO.OOO 
10,000 
35,000 

1'0.1)()1) 

!20.000 

UBOR plus I OU permn Oeto«r Jl, 2017 

UBORplosOSOpcrccnl' Oeto«rll,l017 

ll BOR phu o g5 pcn:en1 ''' O.:ccmbcr 19, 2017 

liBOR phu I 00 pcrcen1 OeiDbcr•. 2020 

Ul l lu~ fo.:.lhtyt!eln U\1\'W" Ill JJIK.)R fot W 1f1•l~•bleJKmli.J rlu•Uf'l MIIJIJ rcn.cut_ t.~J.m IUC.IItllkberdt.e~'U"I (1Ct\.(1'"~c"f fettal C .. pttllllllllllln 

'
11 At uw W*rrt1~n. the l'll•uu"'1np unckf lhu Cat.: alii\' u.n bc.r '"~Jot 11 lhe k1..SC1'• hue ral.l: plw 0 M f<l\o.C"' 

A& toW w...a~o.on.. dw hrctu._..ttl, under lhu ft.:dlt\ ~..an~ .. tnk:'c-" lltht k11o.kt't hie r.tc ~UII U iiS I"C''•·:'C'nl 

'"U'~.dlc:.tt-• .. o'a .. alb"V~·ouldNf........,U.·•lhct.:nl.r~ 'lll"'•r-.:lb&IC"• 

s 
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Availab l~ iU Ot<embtr 

O.t<mbor J l .l016 O.e<mbtr J l.l015 J l, l016 

41.000 30.000 10.000 

21.311 23,757 8,639 

50,000 50.000 

JS,OUO )0,000 

~u.uoo 35.000 100.000 

201 Jll 161.7S7 11&.689 

0<10 ~.6-10 

20'1.871 173.397 

Tht!t b.an.J.. credit facihues art nailabl~ to prO\-ide runds for oor JhOrt·tc:rm ca.sh netds tO meet seasonal "'orlJng capital rtqutrcmtnts and to tcmporanl) fund porttons or our capu:aJ t'(pcndltures \\'cart 

AUihOrucd by our Board or 0JrCCIOI'S 10 bOCTOW up to $275 0 million or short-tcnn dcbl, u reqUired, from lhe>C short-lcnn hncs or crcdll 

The avai1ability of fund!C under our c-redit facilities is subject to conditions specified in the rtspecrive c:redll agreemenu, all of which we currently satisfy Thtsc cunditions include our comJlliance with 

finaneial covenants and the conunued accurtC)' of representations and ""-am.nties contained in these agreements We arc r~Uired by lhe financaal co, en ants in our rtvolv•ng credit facilities to maintain, at the 

end ofcach fiscal ycar, a (undcd 1ndcbtcdncss ra110 of no grcotcrlhan 65 pcrccnt Wcarc1n complianu "''"'til of our debe co-.nan .. 

14. U ASt 0 8LICAT IO:.S 

We have entered into several opcracing lcase arrongcmen1> for onice spacc, cquipmcn1 •nd p1pehne faclln••• Rene expensc rclaccd 10 lheselcucs for 2016,2015 and 2014 was $2 S mill•on, Sl 7 m1llion and 

S I 8 million, resp<ecively Future minimum paymcnl> under our current I case agrcemcnl< for chc ycart 2017 1h1ough 2021 ••e S I 4 million, S 1. 1 million. $848,000, $688,000, and $462,000, respectively, and 

appro'<tmatdy $2 3 mtlhon thtrufter, wirh an aggr~~att [Otal or approximately S6 8 m•llion 

for cach oflhc )Cars cndcd Dcccmber 31, 2016 and lOIS, ..c paid $1 S million and for thc >••• cndcd Dccember 31 , 2014, "'• po~d Sl I milhon. for a eapiw lusc trnngemcnc rclaccd 10 Sandptpc(s 

Clpa<ll)', supply and opcraung agrccm<nl Futurc m1rumum pa)mcnts undcrthiS lca"' II'Tlngemenctre Sl S m1llion pcr \car for bolh !017 and !018 and S62S,OOO in 2019, v.ilh an·~"' 10tll ofSJ 6 

milhun 

15, STOCKIIOLD£A.~' ( QUIT\ 

Pr•f'""' su,<k 
\\c ha>< 2,000,000 aulhonzcd and uni""cd <~arcs of SO 01 par \aluc r~r<rm! scod. as ofDcccmbcr J I, 2016 and 2015 Sharu of ptcfcrrcd """~ ma) be ISSUcd from ume 10 ume, b) auchonution of our 

Board of Directors and "ithout the ne«ssuy or funher action or at.Hhorizauon b) stOt;l.holdttS, in oot or mort senn and "llh such ,.01ing P'>"''"· de:stgnauoru~ preftrenees and reiiU\ e. pamcipaung. 

opuonaJ or other special nshts and qualilicatlonJ as the Board ofDartttors may, tn Its dts.crc:uon, dtttrmtnc: 

(.,(mwwn ,\'wck PuhUc- Olfulnx 

In Scptcmbcr 2016, we complcccd a public offcr•ng of960,488 sharcs or our common stock 11 a pub he offcnng pncc per share or S62 26 Thc ncl p10cccds from I he ••lc of common $lOCk, after dedueclng 

undnwnun1 commission.s and «rensts, \\trt aprro~imatdy SS7 4 m1lhon. wh1ch \\trt add~ to our gentral runds and used pnmaril) to repa) a ron•on of our ihon .. tenn debt under unsecured lines or 
crtdn 
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SJwrelwfllcrs' RiJ:IIb 

Our Board of Dirc<:rors hu adopred a RighiS Plan by de.:laring 1 dl\·rdend of one pr<ferred srocl purchase righr (each, 1 "Righ~ • and, colle.:tively, the "Roghrs•) for each ouiSranding share of our common 

srocl held of r.cord on Seprember 3, 1999, as adjusred for our srock spill in Sepoember of 2014, and for additional shares of common srock ossued sine< thor ume Unless e\trc:osed, rhe RighiS rrade "''th our 

common stock and are C'\idmced by the common stocL ccrufica1e In Jtftertl, e-ach Righ1 ~,u btcome exercisable and U11de andeptndently from our common stock upon a perlOn or e-nut\· •cqUinnw a 

beneficial ""nership of IS percenr or more of our ouiSWldong common srock 

Each Righ~ if 11 becomes .-ercosable, rnotially enudcs the holder ro purchase one fifloeth of a share of our Seoes A Parucipauna Cumulauve Preferred Srock, par ,aJue SO 01 per share, 11 a pnco of S70 per 

uno~ subject to an11-clolu11on ad;usrmeniS Upon a person or enllrv b<Comong an Acquinng Person, ncb Roghr (other than the Rlghrs held by the Acquonng Person) "''II bc<:ome exercosable ro purchase a 

number of shares of our common stock having a m11ket \alue equal to t\\'0 umts the exercasc pnce or the R1ght The Rjghts e,p1rc on August 20, 2019 unless they are redem1ed cuhtr b) UJ at the 

redemption price of$0 0 I per Right We may redeem 1he R1ghu ac any ume before lhC')' become c·urcaable: and thereafltr only in lim1ted circumstances 

Accumulutell Othtr Cimrprrht mi''C (/..Qs.() 

Defined benefic ptniion and postretirement plan items. unrtah1cd sams (losses) of our propane '"'P l¥recmcnLS, call options and natural gas future.s conrracts, desijinatc<l as commodiry contr1c1s cash now 

hedges, &re the componenrs or our accumulared CO<npoehensM income (loss) The followong rabl< presenrs the ehang<S on rhe balance of aceumula~ed orher conrprehenS!ve loss for the yurs ended 

December 31,1016 •nd 201 ~ All arnounrs in the followong rable are presented n<t of II\ 

( ltttbUAIII 

AsofDe.:ember )I, lOIS 

Other co.nprehenstvc (loss)lincome be for< reclassifieauons 

Amounts r~lftssiritd from accumulatW other comprehensive loss 

Net currcnt·penod other compuhensi\'e incomf' 

Asof0e.:ember31 . 2016 

As of December 31, 2014 

Other comprehensive loss before recla.ssific:ations 

Amounts reclusifitd from accumulated ocher comJlrthensivc loss 

Net current-penod other comprehens.1ve incomc.'(loss) 

Asof0tcember3 1, 201S 

~lkwntr ..... 
••• ~t,.,-dn'....-at ""'• C••~i~ c-tnwt Catlrl 

........ flo• lf"'tn 

s IMIOJ S (260) 

(2~4) 761 

474 (20) 

220 7H 

s <~.J60) ,;.s _____ 4..;8,;.2_ 

o.....-4tkw"tPo..,. 
••• P..tntln--•t "-• c • ......e1., c .. ,,.u .. , .. _ 

C.4 no~ tl•4rn 

(~.6-13) OJ) 

(28~) (JSO) 

349 123 

63 (227) 

$ (S,S80) s (21>0) 

Too.l 

(S,U O) 

508 
454 

962 

s (U71) 

ToiAI 

(S,676) 
(636) 
472 

(164) 

(S,840) 

Chesapcal< Uuloucs Corporauon 2016 Form 10-K Page 84 
---

https://www.sec.gov/ Archives/edgar/data/ 19745/0001628280 1700 1844/cpk 123120161 0-... 11 /20/2017 



Document Page 9 I of 117 

I /Jb I ' "O 

Notes to the Consolidated Finandal Statements 

The foiiO\Alnllllblt presents amounts t«<au,fied out of accumulated otl!tt eornpsehenoiveloss for the >•= <nded Dec:embe- 31, 2016 and :01 ~ Otftmd gains and losses of our eornmodoty eontracts cull 

now htdgt-s are r«ognized in earnings upon Kttlc:mc-nt 

(tNI~IUt~IJI 

Amonauuon of defined bendit pension and postretirement plan ttems 

Pnor service cost " 

~etglln 

Total b-efore meome ta.'<t'S 

Income tu bendit 
Net o(t1l'< 

Ga1ns and losses on commodity contracts cash flow htd~ts 

Propane '"•P agrettnents "' 

C'all apuons 

Natural gas futurts 

ToUII before anc-omc tiLUS 

lncomt 14X 1mpae1 

Net or tax 

Toral rc<lassofications for the penod 

n.., amo"""••c•l~mdwwn~•(rw:&pe'f•• ~r-· .._ ~< 16. EMp/q.'f~&ttilti'Wu r ... -.Jdllbi.JGIIJ$11• 

Thc'ffanw:...mtJ.-c~n~;JUi.kd.ntkdY~tiCll ~~n.~nd l~ff"!.-mdctlutuc w~ Sec "'>44:7. /)r'""".n""/mtnnffmLf f.•r ~~ llill.kt.11h 

s 

s 

$ 

s 

For lht Yrar Endtd Otctmbtr 31. 

2016 2015 

77 s b8 

(871) (6~0) 

(19~) (S82) 

320 233 

(474) (349) 

(322) (120) 

(SS) 

3~5 (31) 

23 (206) 

(3) 8l 

20 (123) 

(~S~) (47:) 

Amorti1'1Hion of defined bendil pension and I)Ostretiremcnt plan ncms is mcluded in opcrataons e:-.:pense, and gains and loss~:s on propant swap ag1ccments, call option; and naiUral ~a.s fuuue'J conlrtcts are 

includtd in cost or sales 1n the accompanying consolidated stn.temtnts orincome The 1ncome tax benefit is included 1n ancome tax e..::ptnse in the accompanying consolidated sta1ements of income 

16. 1:\tPLO\ [C Dl~'l:riT PI.A:<S 

\\ e mea>ult the asscts and obhga11ons of the ddincd ben<fit p<nSion plaM and o<htt post1<11<<rnmt ben<fits plans to d<term~ne lhe plans' funJed s~tus as of the end of the) ear as an asstt or 1 habduy on 

our consohdatrd balance she-ets We rcc«d u a componenl of ather comprehensi'e mcome loss or a regulatory asset the changes in funded su1u.s that occurred dunng the )CJ.r that m not rtcogn1~td as pan 

or net ~riodu: btnefit costs 

D~jillt•tf IJ~IftJit l'ct~sitm Pfn11,~ 

Wt spon<Or thr<e defined benefit pension plans the Chesapeake PenSion Plan, the FPU l'tnoion Plan and lht Chesapeake SERP 

The Chesapea~e P~slon Plan ·was clo~ to new panicipants, cfTectJ\ e January t, 1999, and ~·as ftoz~ ~ilh rc.spect to additional )tars of str\'tce and addi1ional compensatiOn. efT«t~\ c January I. 200S 

Benefits under the Chesapeake Pn101oo Plan .,...,,. based on each pan1apant's )<111 of w-1ce and hi!lh<st average compensauoo, pnor to the frttZing or the plan Acu'c p~st~cipantS on the date Ill< 

Ch ... pe•kt Pen~1oo Plan ..... froun v.ere credued ,.;th two adJ1bonal years of seoioc The unfunded hab1hl) (O< the Chesapeake Ptns1on Plan of approXImately $2 7 mllhon 11 Dec:ttnb<t 31, 2016 and 

201 s. is 1ndud~d 1n the other pen.sjon anJ benefit c:o.su liabiliry an our consohdattd balance shteu 

The FPU Pension Plan covers ehg1ble FPU non·union employeu hired before hn\lary I, 200S and union employ<es hired before the respecuve un1on tootl'll<:t exp~rauon dates 1n 2005 and 2006 Prior to the 

FPU m<rt~cr. the FPU Pension Plan wu froL<n with respect to additional years of service and additional compensation. effective December 31, 2009. The unfunded liability for lhe FPU Pension Plan of 

appro,imately $20 6 million and S22 2 m1ll1on at December 3 I, 2016 and 2015, respectively," included in the other pension and benefit <O•ts hab1hty in our conJolida•ed balance sheets 

The C'huapeake SERP v.as rroun ""h rt~pect to additional ) ears or s<rv~ce and additional eomrcnsation as of Deeembtt l I, 2004 Benefits under the Chesapeake SERP "ere b•sed on eech pan1cipant's 

)taTS Of S<O'ICe and hlght5tl\t'flge compensaUOil, 

Ch<Sapea~e UuhUt> Corporation 2016 Form IO.K Page 8S 
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pnor 10 doe fre<nng of do< plan AciJH ~·rucop.anl$ on doe dale the C'heS>pe>ke SERP .... frozen .. .,. cr<dot<d ""h '"0 oddition•l yellS or Stn1C< The unfund<d loabolity for doe Ch<S>p<ake SERP of 

appro'! maid) S~ • mollion and Sl ~mol loon •• Otcernb<r J I 2016 and 201S, rcsp«tt,dy, os onc:lud<d in the Oth<r p<ns.on and benefit COSISioabtloty •n our comolidlt<d balan<e sh..u 

The folio" ' "¥ sch«lule sets forth the funded status 01 Deeembef 31, 2016 and 20 IS and th< net p<riodic cost for the y<ars end<d Otc<mb<r J I, 2016, 20 IS and 2014 for the Chcsap<ake and FPU Pension 

Plans 

AI Drrcntbrr ll. 

ChanJ:t in btnrfit obligation: 

Benefit oblogauon- beginnong of year 

(ntcrcst cost 

Actuarial loss (gain) 

Fffcct or .settlement 

Benefiup.aid 

Benefit obloll"bon- end of)ear 

Ch:angt in plan antlJ: 

fair \'&lue: or plan a.sseu- btglnnlnl or year 

Actual return on plan asstts 

Employer contributions 

Benefits paid 

Effeet of mdernent 

Faor -.lue of plan OS5etS- end of )<lr 

Rtcontiliatiol1: 

Fund<d status 

Accrued 11tnslnn C'0$1 

AssumplionJ: 

D1scount r.ate: 
E•p«t<d return on plan usets 

Compontnlr or ntl puiodic ptntion ('Oil : 

lntetesl C<hl 

E'pcctcd rt'tum on assets 
t\mon1tJUOR of actuarial foss 

Settlement t'<pcns-e 

Ntl ('Jtriodic (ltnsion cosl 

A lnOf11ZitiOn of pre-merger reguli iOC)' lSSCl 

Total pniodic t~O.tt 

AJsumpt ions: 

Ducoun1 rate: 

E•peet<d rnum on plan o.ssets 

2016 

s HI 

(501 ) 

459 

161 

540 

s 540 

J.75% 

6.00'Y. 

s 

s 

s 

Chruprakr 
Prruion Plan 

20 16 

II,SOI 

421 

JJO 

(OJ) 

(464) 

II,J$5 

1.7~1 

424 

J89 

(464) 

(~JJ) 

8,661 

(2,637) 

(2,687) 

J.7~·t. 

6.00•;. 

Chtsapukt 
Pen.sion Plan 

2015 2014 

40' 

(SlOJ 

392 

269 

269 s 

) 50', 

6000· 

201$ 

425 

(516) 

176 

85 

&S 

4 2s•. 
6~. 

11 ,981 

•107 

(401) 

(486) 

11.~01 

9,078 

(289) 

449 

(486) 

1.7~2 

(2,749) 

(2,749) s 

) 75'· 

6000. 

2016 

1,525 

(1.701) 

519 

J42 

761 

s 1.103 

.4~oo·,. 

6.so•;. 

2016 

FPU 
Pension Plln 

64,4JS 

2.,.~25 

(216) 

(2.9 12) 

6J,&J1 

42,207 

l,J4J 

1,634 

(2,911) 

4J,l7l 

(10.560) 

(10,560) 

4.00•/. 

650% 

FPC 
PtnJion Plan 

1015 

s 2,50-l s 
(3,107) 

4S6 

( 147) 

761 

614 s 

3 7S'• 

7~. 

20 15 

68, 173 

2.S04 

(3,374) 

(2,868) 

45,077 

(1,464) 

1,462 

(2,868) 

42,107 

<22.228) 

(22.228) 

1014 

1.613 

(3,089) 

(468) 

761 

293 
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Nou:s to the ConJOiidated Financial State:mt'.nts 

IJ>clud<d in the n<1 p<riodac costs for the FPU Pension Pion u conunu<d :unoninuon of lho FPU p<nsion rcsulatO<y &Md. which r<prtS<nts lhc ponaoo attributablo to FPIJs r.gulat<d opcrauocu for the 

changes an funded sl1tus lhlat occurred, but were not rccognaz<d u pan ofn<1 pcnod1c COA. pliO< to lhc m<f¥<< ,.,lh Ch ... peakc l:ulibes an 0..1obcr 2009 This -.as paniously d<fcrreclas a rcgula<Ot) ...., 

by FPU pnO< to lho mcts« to be rccoHr<d throogh r&ltS pursuant to IJl order by th< Flonda PSC The unamoruz<d balanc< of !hiS roguloaOty ISS<I was S2 I m1llion and S2 8 million at Dcc<mbcr 31, :!016 

and lOIS, rcspecll><l~ 

The follow1ng sm fonh the funded status ftl December 31, 2016 and 201S and lhc nct pcriod1c eo>t for lhe years cndcd December 31,2016, 201 S Bnd 2014 for lhe Chesopeake SERP. 

t\l Qrrrmbrr 31. 

.,.-..;A], 
Change '" btndi1 oblication: 

Ben<fil obhga11on- beg1nn1n11 of)<ar 

Interest (())t 

Aetuanal gain 
Benefits paid 

Benefi1 obhgauon- end of year 

Ch:angr in 1~ 1n ISJt:ts: 

Fa" >~lue of plan asseu- bqpnn1ns of year 

Emplo) cr conuibutions 

Bcnefiu plld 

fair value of plan assets- end of year 

RrconciliAtion: 

Funded SIIIUS 

Accrutd ptn110n tosc 

AssuniJUiOnJ: 

D1scount nt~ 

fctr the Yrart Ended Drccmbrr Jl 

/m~u ... M 

Conlpontnts or ntt ptriodir ~nsion tOll: 

lntttt")l C'OSI 

AmoruzatJon o( pnor stf'\1« ('0)1 

Amonizauon o( actuarial lou 
Net periodic' llfiUion tost 

AssUtnJHioru: 

Oi5eount rate 

2016 

s 91 

173 

J.7Wo 

1016 

s l,J;IO s 
91 

(11) 
(152) 

2,428 

IH 
(151) 

(2,418) 

s (2,423} s 

1.7~·;. 

2015 

s 91 s 
9 

99 

s 199 s 

JS~o 

lOIS 

2,6SO 
91 

(8S) 

(146) 

2,5 10 

146 
(146) 

(l,SIO) 

(2.SIO) 

l 75~. 

2014 

92 
19 
47 

I 18 

4 25•'. 

Our fundlnj~ poliCy JlfO'ldes lhat pa~ments to lhc UUSICC of each quahfi<d plan shall be equal to II leastlhe mlmmum fundmg rcquncmenu or lhc EmpiO) .. Reur<ment ln<O<ne Sccunty Act of 1974 The 

foiiO"l"ll schedule summmze51he oueu oflhe Chesapeake PenSion Plan and lhc FPU PenSIOn Plan, b) inv<Wn<nll)pe,at December 31,1016, lOIS and 1014 

Chcsa11ukc t'Pl' 
Pension 111an 1•cnsiou Pl:.n 

At Otetmht,. _.!1 2016 2015 1014 2016 2015 2014 

Mnt Cart~ory 

Equil) l«"UOtiC:S 52.93'"- 4801'• Sl ~~·. ~.18~. 48 56~'· ~2 62~'. 

Debt secuntr~s J7.u•..- 3962·· 37 31'• 37.74,. 41 74•. 3769"'. 

Other 9.·U•• l2 J7". Ill?!> 9.0S'Y. 91(1', 969"~ 

T01al 100.00% 100 OO'o 10000'-o 100.00% 10000'· 10000% 

The investment policy ofbolh the Chesapeake and FPU Pension Plans as designed to prov1de the capital asseu necessary to meet the financial obligations of the plans. The investment goals And obje:ctives 

are 10 achie\'e mvestment rttums that, 108tthcr wilh 
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NOtd 10 the Consolidated FinancuJ Stau:m~t$ 

COntnbuUOnS, \\ill prO'- ide (unds adequate 10 pay promised benefits to present and funare btneficiancs Of the plans, tam I lonK·lt:nn invtStmcnt return in CXCC)1 of the ~rowt.h of the plans' rttircmcnt 

liab&litics, minimize pcnJion upense and cumulati\'c conuibution1 resulting, from linb&IHy measurement 11nd auct performance, and maintain a d•vcrsilicd portfolio to reduce the risk of large losses 

The follo'"1ng allocation range of asset classes IS an tend«! tO product a rate ofn:tum sunicit:nt10 meet the plans' goals and obJ«:Ih·cs 

~ 
Domestic Equities (Lallie Cap, Mid Cap and Small Cap) 

For<il!l' Equoues (De\ eloped and Emergonj~ \1&Jlrts) 

Fi\td Income (lnflauon Bond and Taxable F"td) 

AlternaU\e Suategies (Long,Shon Equol} and Hedge fund of Funds) 

Diversofyong As.ets (Hogh Yocld Foxed Income, Commodities, and Real Est.lte) 

Cash 

~11•1 ....... 
Allonldmt 
Ptl'\'t"ftiAJ41 

M.niM•m 
AIJo<-•tkHI 
p,H'UfAJ!.C' 

14% 32~o 

13~. 25~ 

26•. 4~. 

6~. H•o ,., ~~. 

0'/o 5% 

Due 10 pt:nodic contribudonJ and different a.sstt classes producing varying ~turns, lhe actual asset values may lemporarily mo\·c outside of the inttnd~ rangu The im t')tmtnts arc monitortd on a quarterly 

bas1s, at a mlfumurn, (or autt alloation and ~onnanu 

At December 31,2016 and lOIS, ohe us«s ofth< Chcs•peake Ptnsoon Plan aod the FPU PenSlon Plm v.ere compnstd of the foil.,. on& invcstmtnu 

fair Valut MtiUUrtrntnt Uitrarchy 

Dffronber 31 ,2016 Dtctmbtr Jl , 2015 

.~i~i:l t:a~ta::on 1-t'tll Le\rO u,~• .l TGial 1.4'\tll Ln·tll Le\-.JJ Total 

,,,,, .... ,,,,11 
Mutuol Funds· Equity <ecunties 

US Large Cap "' s 4,031 s s ~.03 1 ),6-11 3,641 

US Mod C>p 1,677 1,677 I S77 1,577 

l S Small Cap I u~ u~ SM 86S 

lnttrn.lllon~ 9,574 9,~74 9,4111 9,416 

Ahemam e Stratewcs U1 ~.2J3 ~.us 2,7!7 2,737 

21,365 2!,36~ 18,236 18,236 

Mutual Funds· Debt S<Cunues 

Fl~td income ' + 16,958 16,951 18, '6' 18,S6S 

Hogh Yield' 1.636 2,636 l.S21 ~521 

19,59~ 19.59~ 21,086 21,086 

Mutulll Funds ·Other 
CommoditieS 1 ,~ 2. 1 3~ 2,134 1,36S 1,36S 

Real Estate ' 2.116 2,116 2,S29 2,S29 

(iuaranteed deposn "' 491 ~98 1,186 1,286 

U50 ~98 ~.HS 3,894 1,186 S,!SO 

TOtml PtnSJon Pfan AssttS in fan value hierarchy s 45,209 s s 498 ~$,707 43,216 1,286 44,502 

InvestmentS measure-d at nc1 asset ''alue nl 6,233 6,4S7 

Total Ptnsion Plan Assets 51,9~0 S0,959 

C'hua~akc t:ti!IU<> CO<JIOI&Uon 2016 Fonn J().K Pag< SS 
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l.nt.:luJc. ,,.. IMt ID\'I:Jil p__,h •l'~a~kd ~ c:omr'l:llr.1ft :~~~o~.U 

l&tii.Jn f-.A.thMm,~piiMOt\ •Jotr\pt~aaJcmcr~-lnfer,pe.o. 

JocMia,_.diMIICII'--c:k m'~•~4~ anddtbf.Xf;~IJf'f t.nJ.._..-rD..,-.~.,._.f.t.lhlapo'*~""·~•rPC\;IMIOIL n.t\l'ltob • ., Wl\atadtblJ~t'CW~lXfk...._ ilnaCa~tcNpa.k 

tn.;t.Jn t\ala ._.II"# u.m,e"t1malll vu-.~ r1ud .-~ 

ln.:~ rYfW.kthi11Jl\~lllprrmal\l~ ln\ommoJ.t\•batc.JJemah"\c Db'\lllletlbMIJ fi-.;c-1 ...,.,.,_ M.WIIIU 

h~ll.llk~ (undt Wt t.rt'•'\~llt pr~~Mnl\> tn rul c't.ou~ 
b-..:ftakliiiW~-'1mcniiD a 8J'Oiolr .UIIIIUI!\ Jlfll!JI.k:t I\.1UC\J bl, IOIRA .. Jio.t u•mfWI\ 

Ccn.u' •n\'ntnxn~• thitt " '-"'.:: n~•~d It 1~1 ~~\.Jut~·"""'"'"'" nit! bee-n dwt(.eJ m !.hi:,.,, \llut tumn:.bv l'hu<: 11110\lllb arc JII.:J~~:Jitl."d l1) ft'OOncd~ j,) 10\.tl p.:l'.\1\111 rlln llM::IJI 

At D«emb<rll, 2016 and 2015, all of the onvesunenu Moe tlusofoed und<r the un1e fm volue measurement ho<rarchy (Level I throu!lh Level 3) descnbed under No« 8, Fwr l'olur of /•oliJt.Cra/ 

ltolnlmeuh Tht L~\·t:l l invtstmtnls "en rt:cordcd at fair \a1ue b&kd on the eont.racc \lfuc or annuity products undrrhn1ng guaranteed dcpc)Sit accounts. \\hlch '"as alC\IIatC'd using dJs.counted cuh noV~ 

models The <ontnct \-.lue ol'lhtse j'tOducts represented deposou made to the contnct, plus nnungs 01 guaranteed credoong rates, leu withdot-.als and fees The fol(.,..,ng ~ble sets fonh lhe summary ol' 

lhe chan11u in the faonalue of Ln tl 3 in,estmt11tJ for lhe )<ars ended O«emb<r ll, 2016and 2015 

MibowuJ•I 

Balanrr , br&inn•ng of ) t:ar 

Purch.asu 

Tra.ns:ftn 1n 

Ouburw-mcnu 
lnveslment mcomc 

B:abnrr. tnd Of)Ur 

Other pq,trrtlrt!tt~ltt Bt ncfit.J Pftuu 

s 

For the Year [ndtd Otctmbcr Jl. 

1016 1015 

l ,l$6 s 1.144 

l .OU 1.'~26 

1 .~35 1,900 

(~,268) (3,688) 

22 4 

498 1.286 

We sponsor h•o defined benefit plans the C'hesop<ake PosUctornnent Plan and the FPU Medocal Plan The foll.,..,ng table sets fonh the funded Ratus at D«ember ll, 2016 and 2015 and lht net penodic 

cost fo. the )<Us ended D«ember 31,2016, 201S, and 2014 

AI Prct111htr 31 . 

11.n tl~ntuw•l•l 

Changt in btntfil oblig.acion: 

lkttefot obli@aloon- b<ginnrn1 ol' )tar 

J ntcrclt cost 

Plan partiCipants contnbuuons 

Actuori•l loss (gain) 

llenefots paid 

Benefit obligation- end of year 

Cbangt in plan asnu: 

Fa.r '·alue of plan usetJ- bewnnong or) eaT 

EmriO)er cootribuoonl' 

Plan panicipants contribuuons 

BenefitS paid 

Fair value of plan assea - tnd or)ear 

Rtconciliation: 

Funded status 

An rutd poJirthrtmta t cosc 

Auumptions: 

Osscount rate 

Chesapea~e UtJioues Corporation 2016 Fom1 10-K Page 89 

Chtu pukr 
l'oJirtcircmtnl Plan 

1016 

s 1 . 1~3 s 
~3 

90 
20 

(174) 

1,131 

84 

90 
(I H) 

(1.131) 

s (1 ,131) 

l.75~~ 

fPU 
Medical Pl1n 

lOIS 2016 

UJS s I.H4 

42 s~ 

108 6~ 

(58) (41 ) 

(177) (173) 

1.1~) I,J49 

69 109 

108 6~ 

( 177) (17J) 

11.1 Sl) (1.349) 

(1,151) s (1.3~9) s 

3 7~~. 4.oo•t. 
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1,712 

H 
75 

(132) 

(268) 

1,4J4 

191 

75 

(268) 

(1,444) 

(1.444) 

4~· 
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Net p<nodic postrcrircment benefit costs for 2016. 2015. and 2014 .nclude the follo"ing components 

For tht: \ urs [ndtd OtnmlN'r Jl. 

,.,,_.....n, 
Compontnts of net ptrlodlc po.strttirtnltnt co.st: 

Jnre:rcst cost 

Amorti1.ation or 
Acruanalloss 
Prior service cost 

~C'I pc-riodit tO.Sl 

AmCif'bzauon of pre-rncrt;cr rqpJiatory asset 

.Stt ptriodic COSI 

Auumplioru 

Discount rare 

2016 

s H 

64 

(77) 

30 

s JO 

3.7s•;. 

Chtsapukt 
PoJirtlirtmtnt Plan 

2015 

42 

72 
(77) 

l7 

s 37 

3 5Me 

2014 2016 

JQ 

ss 
(77) 

17 

17 s 

4 25' • 
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Nolts to the Consolid1ued Financial Slatcmc:nts 

55 

6J s 

.a.oo~. 

Fl'U 
Mtdi<ol Plan 

2015 

57 

2014 

69 

69 

65 .;.s ____ 7;.;7_ 

315'1 • 

Similar to the FPU Pension P1an, continued amonizauon or the FPU MtdicaJ Plan regulatory a.s~et related to the unrecogniled cost prior to the merger with Chc58pcakc. Utilities was included in the net 

periodic cost The unamonited balance of this regulaoory asset wu $30.000 and $38.000 at December 31.2016 and 2015. rcspeccivdy 

The fol(o\~ing tabte presents the amounts not )'tt reflected in net ~riodic benefit cost and included 1n accumulated other comprchenSJvc loss or a.s a regulatory aastt IS or December 31.2016. 

~-.-k FPU Ck<u~·t..t rPU , ......... r .. """ C'lllc"',_. • .., ,..,_~...,... ~Wiol 

~ ..... ..... SOIP ..... .... . ToW 

Pnor sen-icc cooc (ctedot) s s (678) (678) 

~etloss 4.223 20.043 757 748 ss 25.829 

Total s 4,223 20.043 s 7~7 70 58 2S.ISI 

Accumulated oth~r comprehensive loss prc .. rax1n $ 4.223 3.808 7S7 70 $ II 8.869 

PoJt-merger reguJatOI)' asstt 16.235 47 16.282 

Subtocal 4.223 10.043 7~7 70 S8 25.151 

Pre-m"'l!« regulatory auec 2,005 30 2.095 

T ou.J unrceogmztd co~ 4.223 s 22.108 s 7S7 70 88 s 27.246 

Chesapc•ke UuloueJ Corporation 2016 Fom1 IO·K l'a~< 90 
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Notes to the Consolidated Financial Statements 

Pursuant to a Florida PSC order, FPU conunues to record as a rc~ulatory assel a poruon or the unrecognized pension and postretirement benefit costs afltr lhc merger with Chesapeake UtHitirs rcllltt.-d to its 

regulated operetions, \\htch is ancludcd in the abo'e table as a post-merger regulatory 11set FPU also continues to maintam and amortize a portion of the unrecognized pension and posuetirement bentfit 

costs prior to the mtr~tr wtth CheH.pcal.e Ctihues rtlaltd to 111 ~gulated operations, "hich is s.ho·wn as a pre-merger reg_ulatocy Ultl 

The amounts in acc:umulaled othtr comprehmsive l~s and rtcordtd as a regulatOI)' asset for ou1 pen~on and poslrcurement ~ntfiu. plans that are o:p«ttd 10 be recog.ntzed aJ a comronfl\t or net ptnodic 

b<nefit cost in 1017 are .. , fo<th on the follo"'"K table 

~ 
Pnor service cost (credit) 

Net loss 
Amoniution of prte-rntrger regulatory asset 

AUU1Pf11iott.J 

$ 
426 

rPU 
'·•-IN C'tl-apr•lo# .... SFRP 

m 87 

761 

c....,.. .. FP\1 
P~»~l·n.llrtmnt M"'""' .... ..... Tet•l 

(77) s (77) 

6$ 1.101 

s 769 

The assumpuons used f« the doscountnote to calc:ulate the b<nefit obhgahonS of aU the plans \Ooete based on the intcrtst ratts or htgb.qualoty bonds •• 1016. reOeCill\g ~ t"<pected li\ts or the plans In 

detcnmning the avenge C\p«ted return on plan ass.:u f« uch apphcable plan, various f&<ton, such as lustoricallong·t<nn r<tum .-penencc. in•tstment pohcy and current •nd e<p«tcd alloc>toon. were 

consodered So nee Chesapcale Uohoes' plans and FPU"s plans h.-e dolT trent txp«ted plan h•es. p>rurularly in light of the lump-Slim· payment option prO\IdN on the Chesapeake PtnSton Plan. c!ttTerent 

assumptions regarding dtKount rate and -.pected return on plan ass.:u .. .., selected f« Chts.tpcake Uulitits" and FJ>U"s pions Since both pension plans are frozen woth reopect to additional yun or s.:nice 

and compensation, cht rate or assumed eompen.Sittion •ncrea.seJ 1s not app1ic::ablt 

The health care inOatton rote for 2016 used to calculate the benefit obligation is 5.0 percent for medtcal ond 6 0 percent for prucription drug• for the Chesapeake Postretirement Plan. and S 0 11ercent for 

both medical and prescription drugs roc the FPU Medical Ph1n A ont ·percentage potnt incr~ao;e in the hulth cart innation rate from the assumed rate '"'ould incrtue the accumulated postreurcment benciit 

obhgation by approximately $121,000 as ofDeccmbor 31.2016. and would incr.as. the aggregate of the s.:rvice cost and interest <O>I components of the net periodic p<»Uetirement beneftt cost for 2016 by 

appros.ma.tely $12,000 A onr-ptrctntage po1nt decrnsr 1n 1he hta.lth e:are inflation rate from 1hr a<sumtd rate would dtcrt"ase the accumulated posuctirtmtn1 bfntlit obhga.uon by appro"<imaltly SlS7,000 

as ofDccernbor J 1. 2011>. ond "ould decreast the oggregate of the «rviu cost and intetest cost comronmu of the ntt penodtt ro>trettrem<nt b<nefit cost for 2016 b~ •rrro"matdy SIO.OOO 

E•rin111ted Futuu Rtn~fit Pu) nwntJ 

In 2017. we exp«t to contnbute SJ2J.OOO and S26 mtlhon to the Chesapeake Pen>~on Plan ond fPU PenSion Plan. rt>p«ll•el). and Sl~I.OOO to the Che .. pcale SFRP We also <Xp«t to contnbute 

$81.000 and $129.000 10 the Cheoapcake Postretirement Plan end FPU Medical Plan. r<>f"'Ctlvety. '" 2017 The schedule below aho\\S the esumated futurt benefit payments for uch of the plans prevtou'lly 

~<sen bed 

2017 
2018 
2019 
1020 

2021 

s 

Cllt,..up~~Pu.ao.• 
...... (II 

746 

664 
71) 

1>19 
QOl 

Years 2022 throogh 2026 5.020 

'" 
'" 

Tho: ('1-'mlilO rlnll til IWl\kJ d"'tti!IIC,l-c:OC'Iit l"ff\ti'IC'ItlJ, ·~ c\~t(J , ... I'C! JMIJ out ~(the r.t.n ti!lll:'t' 

fkn~:r11 J'll\mcnl• ate n111:'-k'\J tu tK r-lll out ur uw 'cnn•l lun..l• 

Chesapeake t.:uhu.s Corponu0<1 ~016 Form IO.K Page 91 

F'PU P(tt$lo• CllhiiJ""II~ 

Pbtrl'· Sl RJ'OI 

3.041 
3.128 

3.23S 
3.319 
3.370 

18.447 

Cl!t~'•lw•'"' '"U 
r,;l\ln•ll,...roc-nl Mrdk•l 

••Lt•m Plum 

lSI s 83 s 129 

ISO s 82 s 91 

H9 s 82 s 99 

148 s 76 93 

376 s 72 95 

732 319 40l 
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N01es 10 lhe Consolida1ed F1naneial S1a1emen,. 

Retirtme111 StJvinJ:s Pltw 

For 1he years ended ~ccmber J I, 2016, 2015 and 2014, we sponsored a 40l(k) Re1iremen1 Sl\in~s Plan This Plan is oiTcred 10 all eligible employees v.ho have eompl<led 3 monlhl of seovice, excepl for 

employees reprcsenled by a collective bargaimng agreemen1 lhal does no1 sp<eifieally provide for ponicipotion in the plan, non·residenl aliens wilh no US source 1ncorne and indi,iduals cluslfoed as 

consultants, indepC"ndcnt conuaclors or I used. employees We match 100 percent of eligible pa.rucipams· pre·tax contribuuons 10 the Reurcmcnt Savings Plan up to a mn1mum of si'( ~runt of chgJbfc 

compcnsabon The tmployer matc.hang contribution is made an cash and is in\csted butd on a parucipanl"s investmc1u djrtctions In addition, "e may malr.e 1 dasc~bonary supplement.a! contnbuuon 10 

parueipants in lhe plan, \\llhout regan! to ,.b<tJ>.,. or not !hey male pre-tu oon111butions An) supplemenul emplO)tr conmbuuon IS generally made 1n our common s1ocl W11h resp«t to lhe emplO)<r 

maiCh llld supplemental empiO)er eonbibution, empiO)·ees ate 100 percen1 \<Sled after rv.o )tars or ser\lte or upon reach1ng SS )tars of age "hile sullempiO)ed by us EmpiO)ees '""'one year or ltr\rce 

are 20 pc:rccn1 H>ted and "ill become 100 percen1 \eSied aJicr l\\0 years of scr>lte EmplO)ees who do n01 make an electron 10 conlnbute or do not opt OUI of lhc Rcuremml Sa"n~s Plen wrll be 

automaticall) enrolled :u a deferral rate of three percent, and the automatic defcml ntt "'111 1ncruse by one percent pe:r year up to 1 ma'(imum of six percent All contnbutions and matched funJs can be 

anvcsted among the mutual funds available for investment 

Employer conuibutions 10 our rctiremen1 savings plan tolaled $4 S null ron for 1he year ended December 3 I, 2016, and $4 I million for 1he years ended December 3 I, 201S and 2014, respecuvcly As of 

December 31, 2016, there were 831,183 shares of our common stock rcsesv~ to fund future comnbutions to the Retirement Savtngs Plan 

Non-Qualifi~d Dtfurtd Conv1nnutiun /,an 

~!embers or our Board or Drre<IOtS. end e-<teull\e offiter1 des1gna1ed by 1he Compc:nsauon Commmee, ate d1gJble 10 parueipoot rn 1he "'on-Qua11foed Deferred Compc:nsauon Plan Directors can dec110 

defer any ponion or lhflr cull 0< Slock compensauon llld execub-. officers <011 defer up 10 80 percenl of lhar base cornpc:nJabon, cash bonuses or any lmOUnl of lhar SIOCk bonuses (nCI or requrred 

'"athholdmgs) Exccuu"e officers may rccci'c a matchtng contribution on their cash compcnsauon deferrals up to si~ ptrunl or lhctr cocn~nsatJon. proo..•d~ H d<>tt not duplicate: a ma1ch they rttt"l\ c 1n the: 

Reurcment Sav,ngJ Plan Stocl bonuses are not e:ligJblc ror matchang contnbutions Parucipa.nts are able tO elect the: pa)ment or bcnctil~ 10 begin on a Sptetfitd rurure date, ane:r the elecoon is made. In the: 

form of a Jump sum or annual•nstallmenu for up tO I.S years 

All obli~a~ions ansin11under 1he Non-Qualified Deferred Compcn;a1ion Plan are payable from our ~enerol asse11, ahhout;h we have estabhshed a Rabbi Tru" 10 informally fund 1he plan Deferrals of ca!h 

compensation may be invested by the pa.n..icipants tn various nwtual funds (the same options that are av1ulable in the 401(L.) Rcttrcmcru Sav•ng.s Plan) The panicipants are credited with gains or losses on 

those investmtnts Dcftrrtd s1oek compensation may no1 be dtvcrs,fied The partieip.tnu art credited v • .-ith dividends on our common stock in Lhc umt amount that u received by all other stock holden Such 

drv1dends ore rorn,esoed rn10 our common Slack AssciS held 1n lhc Rabbi Trus1 had 1 fair value of$4 9 m1llion and $3 6 molhon 11 December 31, 1016 and 101S, resp<etivel)• (See N01e 9, '"''"tmr11h, for 

funhc:r deoails) The ass•b or lhe Rabbi Trusl arc II all bme> SUbJect 10 lhe claims or our general Cledllors 

Deferrals or 0.\teuii\O base cornpcnsauon llld cash bonuses 111d d~reciOtS' mainers and fees arc pa1d rn cash All deferrals of .-ccuu\C performance shorts, v.h1ch represen1 deferred Slock un1b. and 

d~rectors' stocl rotaonetS are pard m shares of our common stocl.., e•..,pt lha1 euh 11 paid on heu or fracuonal shorts The ulue or our s1ock hdd 10 lhe Rabb1 Trust 1S clmilied "'11h1n lhc Sloc\<holdrrs' 

equrly SCCbon of lhe consol1da1cd balance shceu a."d has been 1ccoun1ed for in a manner srm1lar to oreuury siOCl The amouniS recorded under lhe "'on·Quahfoed ~ferred Compc:MliUon Plan 101aled S2 4 

nullion and Sl 9 mrlhon 11 December 31,2016 llld 20JS, rupecu-ely 

Chesapeake Ulihucs Corporo1ion 2016 form IO.K Page 92 
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Notes to the Consolidated F1n1.ncia1 Statements 

17. SIIARE·BAS[D CO\IPI:O'SATION P k\NS 

Our non-employ.,. dii<CIOI"Iand Ley <mpiO)<<S hi\< bern granled shtre-ba~d ""'ardslhrough our SICP We rt<:Ord th<St share-based a"-vds as compensauon cons oHr lhe rupecuve serv1cc pcnod r01 
~hich Stf'\-i~ are: retti\C'd an exchan1;t for an award or equuy or eqylly~ased eompensauon The compens.~tion cost i.s based pnmanly on the faa \-alue: of the shares awarded, usang the estimated faar \·al~ 

of ucto shau on th< dale 11 "as gran led and lhe number of shart>IO be ossued aolhe end oflhe serv1ce pcnod \\'e have S39,l74 shares or common stocl: rumed r01 IUuanc<underlh< SICP 

The ••ble h<lo" p<eseniS lht amounts included in nel income rda!ed 10 shtrt-bucd eomprnsaoon c.prnS< ror lhe a"'trd' granted under the SICP ror the yurs ended O....embcr )I. 2016, 2015 and 2014 

(ltllfrot~$atl(hJ 

Awards to non-employee dirtctors 
Awards 10 Lty <mployees 

Tocal eompen.uuon .xpense 

LHS ta..'\Kntfit 

Shtrc-ba~ comprnSiuon amounu tocluded '"n<llneotn< 

Srock Option..<~ 

2016 

s 

for lhr Yur Ende-d Oe:umbe:r 31, 

2015 

580 s 6<0 

1,787 1.297 

2,367 1,937 

(952) (780) 

1.415 I.IS7 s 

We did nO< have ony stock opuons ouiS!anding at December 31, 2016 or 2015, nor were any stock Oj)llons ISSued during the yeus 2014 lhrough 2016 

Nmr-t!mployu Dir«tors 

2014 

540 

1,418 

1,958 

(790) 

1,168 

Shares g.tanted to non·cmpiO)« dtreclors are issued tn advance o(thcse d~rcctors• service periods and •fc: fully \'CSted as of the dMe: or1hc grant We rrcord a rrcpaid cxptnse equal to the fair value of the 

shores ISSued and amoni7e the e•pense equally O\'er a serv1<e p.nod or one year In May 2016. each or our non-tmployee dorectors recel\'ed an annual rtlltner or 9SJ shtres or common Slack under the SICP 

r01 !><~ scr.·ieethrou)!h the1017 Annual ~i«Ung ofStacl.holdcrs A summiU) or StOCL aellvtt~ rO< our non-employee dore<tors rc>< lhe years cnd<d l)e(omh<r J I. 2016 and 201S is pres<nled below 

OuiS!lnding- Ot~;<mber 11 , 2014 

Gran led 

V<sted 

Ou!standing- O<eember 31, 20 IS 

Gtanled 

V<Sted 

OutStanding- December Jl, 2016 

14,484 

(14,484) 

8,S77 

(8,577) 

WcU.111'4Aun~ 

c ..... o .. ..-F•Ir\ • t..-

4S S4 

4S S4 

6290 

6290 

The weighted nmge grant dale rllr ''llue ol' shares gr;an1ed 10 our non-empiO)et dtt«tors dunng2016, 2015 and 2014 was S62 90. SH S.l md S41 60 per shtre. r<>pccuvel} Tht inUlnste \alues or lhe 

shtr<S grtnled tO our non·tmpiO)« dtt«tors art equal tO tht fllr value orth~ award• on th< datt or grmt At O.e<mbcr 31, 2016, th<re wu Sl80.000 or unrecognized <omprnsouon <Xpen<t related tO 

th<sc 0\\'MdS Thllt,prn<t Will be rully r«ognized by Apnl 2017. \\hleh appro•imatcs lhe ••pc~:ted r<maining smiee period orlhose du«tors 

Kf'J' EmpiOJ't!t!J 

Our Compensation Cornmiuce is authorized to gram our L.ey employees the right to receive awards of shares of our comm()n stock, contmgcnt upon the achievement of established performance ijO&ls These 

awards are subJeCt to tcnain I)OSt·vcsung transfer resuicuons 

We currc:ntJ) ha"e outstand1nH SC\tral multi·) CAr performance plans, which arc based upon the .successful achievement of long-terrn goal' wo\\th and financial resuh.s \\hich compri~ bOth mar\.et-baitd 

and ~rformance-ba.Kd condnJonJ or wgets The fAir vaJue of each share of stock. ued 10 a perf'orman«·ba.scd c.ond1llOC'I or tlf¥tl.. as equal to the market price of 01.11 common .stock on 

Ch<sape•kc l:uiiii<S Corponuon 2016 Form 10-K Page 9! 
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the <Llt< of lhe Kfllll For the marl<e-ba<ed condlhons, '" ~ chc Black-Scholts pricing model 10 estimate the fair \llue of each share of marlo.cc-bastd award granced 

The cable bclo" preseniS the summary of the scock aaml) for awards co key <enpiO)'ecS 

OuiSlendin¥ OeccmberJ I, 2014 

Gnonled 

\'esced 

E>.p!red 

Oucsund1ng- December 31 , 2015 

Grnnccd 

Vested 

Expired 

Oucscanding December 31,2016 

~_. .... .,. .. , 
S.haru 

123,038 

33,719 

(~1.839) 

(2.S20) 

110,398 

46,571 

(39,SSJ) 

12.325) 

IIS.091 

\\ cta .. IC4A' 'ACC' 
r.lr "'•h•r 

32.60 

47 65 

2801 

s 28 SJ 

s 38~ 

s 6790 

31.79 

42 25 

Sl 85 

In ~016, 201 Sand 2014, "e "'thheld "'ares "'th a value Ill case equl\alenllo the emplO)ees mmimwn >laluiOf)' obh8-'h011 for the appheable 1ncorneand othor omplO)rn<nl Lt.<es. lind renuned tho c..,. 10 

the apprornaloluinsauthonties "'th lhe e<oeuuves elecbnslo rectiH the n<l ,... .. Tho coral numb<r of "'•res W1thheld of 12,03 I, 12,620 lind 12,687 for 2016,2015 lind 2014. rcspecnHiy, ""based on 

cho value of che .,.., .. on choir award dAle, dotonnined by cho av<rago of cho high and lo" pnct$ of our common stock To<al paymencs for lho emplorces' tu obh!iaUons lo the wung authonucs wore 

opproxunactly $770,000, S592,000 and $503,000. in 2016, 2015 and 2014, respeaivoly The laX bcn<liu assoe1a1ed "'11h 1hosc obhga11ons for 2016, 2015 and 2014 arc S28S,OOO, $297.000, and Sl98,000, 

respec1ivcly, and was recorded in addi1ional paid-in capical on 1he consolidated Sla1emcn1s of Slotlholders' cquuy for 2015 and 2014 The cax benefit for 2016 is Included 1n the Slatemcnls of1ncome due to 

the adopli(')f1 of new 1ccounting guidance 

The '"llihl<d a>rrage Kfll'H:Iale fait' alue of shares gran1ed 10 l<\ emplO)'ee.s durinjj201 b, 201 S and 2014 was S67 90. $47 65 and SJQ 99 p<r .,..,. respe<l" ely lhe m111nsic value of these a"'ards was 

S7 7 m11lion. S6 J m1lhon aod S6 I m11lion 1n ~016,101 Sand :014 , respectively AI Dceanl>n J 1. 1016. 1here wu S2 2 m1lhon ofunrecogn11ed eompen»tion con rcla1ed co these a .. ards, "h"h IS e<pe<led 

to b< recogn1ud dunng Z017 throu!lh 2018 
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NO(es to the Con!<>lid~t«l Financial Statements 

18. RATES "''o OntrR RtCUt.ATORY Arnvmr.s 

Our natural gas and electnc dJstribuuon opcrwon.s'" Delaware, ~taryland and Aorida are subject to regulauon by tkC'Ir resp«uve PSC. Eastern Shore, our natural gas transmiss•on sub~diary, IS subJCCC to 

re¥Uiation by the rERC, and Perunsula Plpdine, cur Intrastate p1pehne subsrd1ary, IS subjeet to regulation by the Flonda PSC Chesapulel.tihues· Florida naturalgu diStnbution dh·is1on and FPU'• natural 

t!U and eletUlc d1>mbuuon opcrauons conunue to be subJect to r<¥Uiauon by the Florida PSC u ~parate enuucs 

/)t/u-..-ou 
RaJ~ Cas<- Ftlmg· ln Dtcnnber 201 ~.our Od:.w.rarc Ot\IUion filed an application Y.ith the DelaY. are PSC for a bast- ntt increue and ctna1n othtr changes to us tantT The Oda\vare Division, tkla\\-are PSC' 

Staff, the Dlv1sion of the Public Advocate and other intervenors met and reached a seulement ngrecment in Novtmbcr 2016 The terms or the settlement agrecmcm 1nc.lude an annual increase: of S2 25 

m1llion 1n base rares Tht order betame Csna.l in D«ember 2016, antl the new r.ues became effeeuve Janual') 1, 2017 Amounu collected rhrough interim rates in excess ofS2 2S million have been accrued 

for refund •• of December J I, 2016 and will be distributed to rotc pay eN bc~innin~ in 1he Orst 11uartcr uf2017 We reeogni~ed incremental revenue of approximotdy Sl S million ($897,000 net of tax) in 

2016 

Marrtu11d 
,'W,tt/ptprr Ral< c- l·tlmg In \lay 2013, the ~!aryl and PSC apprO\ ed cur application to acqurre ESG operaung assets and the uansfer of the ESG franchise to Sandprper As part of tlus appheauon, the 

\l&l)land PSC directed that Sandp1per Ole a base rate proeeed1n11 "ulun tvo'O ye111. si< mQnths \sa resul~ 1n Oe<-.ember 2015, Sandprper Oled an appficauon "nh the \iaryland PSC for a base rate1ncru.se 

and c<11a1o other changu to 1ts tan IT The parties reached a settlement agreemen~ \\hieh Sandp1per Oled wrth the Mat) land PSC 1n Au¥USI2016 The terms of the agre<ment 1ndude r.-enue neutral rates for 

the first year, follo"td by a schedule ofnte reductions'" 5\lbk({ucnl years bastd upon the pro.jKttd rate of propane to narural yaJ c:on\tfsions A re..·enue normaliz.atJon mechanism and strataficauon of rate 

classes were also 1ncluded an the settlement agree-ment The order became final in OctOber 2016 ¥tath the new ntes effecuve ~ember I, 2016 

Floritltt 
In September 2015, fPU 's electric d1v1sion filed to recover the cost of the proposed Florida Power &. Light Company interconnett 1>rojett through FPU's annual Fuel and Purcha~d Power Cost Recovery 

Clause filing The in1erconntct project will enable FPlfs electric d1vision to negotiate a new powtr purchase agreement that will m1tivatc fuel costs ror 1U Nonhcast dwasion This action was approved by the 

Flonda PSC at its Agenda Conf<rence held in December 201 ~ In January 2016. the Office of Pubhc Counsel Oled an appeal of the Flonda PSC's decision with the flonda Supreme Coun legal bnefs were 

filed by the Florida PSC, fPU. and the Office of Pubhc Counsel and oral arguments were heard by the Florida Supreme Coon 1n No>ember 2016 To date, the Coon hn nO( rssued a dec1sion 

In February 2016, FPU's nan1ral gas dl\ision Oled a peuuon "1th the Florida PSC for appr"'al of an amendment to its e"sung tran'I'OfUtlon agT..,..ent ""h the Crty of !.ale Wonh, located 1n Palm Beach 

Count), Florida The amendment alloM the cit) to resell natural gu chstnl>uted b) FPU to the at)'s compr~d narural ps stauon The city "ill then resell the oarural gas, ailer compre1S1on. to 1ts 

customtrs The omcndment to the uansponotion agreement,.., apprcn·ed b'· the Flonda PSC at 1ts Ag<nda Conftren<e held 1n April 2016 

In April 2016, FPU's natural ~u dlvllioos and Chcsopeake Uuliues' Florida di,ision fiiC<J a J04nt p<Ut1on for approval to allow fPU and Chesapeake Uuhues to e.pand the cOSt aiiOe.tuon of the 1ntr>state 

and unrcJeased capacity·rC'Iatcd components currently embtdded in 1hc purchased ~as adJUStment and o~rarional balancing account, \olihich is currently allocated to a limited number or cus:ton1ers The 

expotnded allocation or these costs includes addi1ional cu~tomers, primarily transportation customers. benefiting from these co~ts but not currently paying for them This pclition wu approved by the Florida 

I'SC at its Agend• Conference in September 2016 

rn July 2016. Chtsapt"ake Uuhues' florida division mro ror appro\ a) or tht final cnvlronmen1al true-up rc1at•ng to expecred ruture remediation costs It our forme-r MGP silt' in Winter Ha\'tl\, Ftonda lhis 

peutron was approved by the Florida PSC 1n Dccembet :016 

In February. 2017. FPU's electric d1\"iS1on filed a petJUOft ~•th the Flond.a PSC requtstlniJ a temporal)· surcbargc mcchamwn to rtcO\cr cosu. inclusi\t of an arpropnatt reNm on in\c:S:tment. auociatcd 

"1th an essential rcliab•lit) and modcmiuuon project on 1tS eteanc diStribution S)Stcm We art secl•ns apprO'-·aJ to in\eJtapprol(imltcly SS9 8 m1ll1ott.. 0\tt a fhe·)ear pmod assoc111ed v.1th th1s prOJect 

In February, 2017, the Office of Public Cou~llntmened 10 thiS petition The outcome orcur~utton IS n04 known lt tlus time 
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EtnUrn Slwr~ 
Whllt Oult J\lamlme F..rpomlf»l PrOJI!~t: In November 2014, Eastern Shore submttted an application to the fERC seeking authonzation to construct, o"'n and OSM'rate unlln expansion facihues designed to 

provide 45,000 Dts/d of firm transportation service to an industrial customer in Kent \ounty, Delaware 1!-astern Shore proposed tO construct appru~imatdy 7 2 milti of 16·inc:h diamrter pipeline looping in 

CheJter Count}\ Pennsylvania and 3.SSO horsepower ofaddJuonal compression at Ea.stem Shore's cxi5Ung Delaware City Compres.sor Station in New Cutle County, Delaw.t.rt 

In NO\tml>c<2015 ~Sitrn Shore filed an lmtndmtntto this appltt~uon, "hich ondocattd tht pref<ned f"p<hne aoure and ohorttned thetocal milu of tile proposed poptlone to 54 moles 

In July 2016, the FERC authonzed Eastern Shore to construct and opttatc tile propoStd \\'hate Oak Moonlone Proiect The FERC denied ~stem Shore's request for a pre-det<nnonauon of rolltd·in rate 

treatment in the eertilieate proceeding IIOW('\'C'r, Fatc·s determlnauon is \\ithout prejudice to Easlem Shore filing rolled-in rate treatment or these project racihbt$ in I ruture general rate case The 

certificate requirt<l Easu~m Shore 10 comply with 19 eov1ronmental conditions 

In July 2016, EaStem Short acc.epted lhe cen•ficate ofpubhc COO\C'OJence and neceu1t) and. in AuguSt 2016, f'i1ed its Implementation Plan 10 comply "",th each tn\lronmental cond1Uon and to request 

app<O\alto btgjn consuucuon In August 2016. the FERC issued 1 · Souce to Proceed. and ~trn Short commenced consuucuon dunng Auguso 201 b 

In Dtcember 2016, Eastern Shore filed a rec1uest to place the pop<loneloopong located on Chesoer County, P<nnsyhanll onoo servo« The FERC 11ranred Appi'0\11 10 place the Daleville ond KembleS\ille 

Loops into optration in December 2016 Conuruclion is conunuin~ on the remaininj component of the project, the Delaware City Compressor Stauon. ·wh1ch is expectt<l to be completed and m strviee in 

March 2017 The entire poOJec~ when compl<ted, is expected to cost $39 8 million EliSieo n Shore conoinues to file \\etkly srarus repons "ith the H! RC on compliance witl> the environmental conditions 

:i) """' R•ltu~lllly l'fiiJt<t In May 2015, Eastton Shore submitted an applic.ttion to the FI'RC Std<ing authorir.auon to construct. o"n and operate appoo.,mately 10 I miles o( 16-onch pop<hne loopong and 

au'Ciliary racilitits iD !':ew Castlt and K~t CounUC'S.. Oela\\"'lre. and a new compressor at its t.'<isting Bridii,tvdle compressor stauon in Susse'\ County. Ddaware Eastern Shore funher proposed to reinforce 

cnuul poonu on iu poptlone system Since tht prOjtct as ontended to omprO\'e system rchobility, Eastern Shore requested a prtdet<nmnauon o( rolled·•• me trutm<nt for the costs of the projtc:t In July 

201o, the fERC ordered that ~stem Shore' s request for 1 detennonation or rolled·•• we treatment may be addressed in its nnt rate base proceedong and requored Eastern ShO<e to comply ,.;th 19 

cn\'ironmtntal eondJtJons 

In Septembtr 2016, tht FI'RC grant<d approval to stan consuuclion on all phases of the proiect Construcuon commenced on the Ondgtv1lle Compressor Station and the Poner Road Loop in Aul!ust 2016 

and on the Oo\er Loop on Serrember 2016 

In Dec<mber 2016, Easrtrn Shore filed a request to pi act tile pop<hneloopmg located on Ne" Castle County, Delaware into st<'a<e The FERC ~~tanted app<O\-afto place the Poner Rood Loop onto sc"ioc: in 

Dtcemb<r 2016 The rtmaonong components of the project. the Bndgevolle Compressor Station and the Dover Loop, are anllcopaled 10 be completed by the end of Apnl 2017 Eastern Shore continues to file 

weekly sunus repons w11h the FERC in compliance with the environnlental condition,- The estimate<! cost of the project is Sl6 0 mill1on 

!01' f:<J'<u'-'""' Pro1ar In \lay 2016, Easocm Short submiued 1 request to the FERC to lnouate the FERC's pre-filing re,oe" pooeedures for Eastern Shore's 2017 e'ponwon proiect The e.pansion proj<et's 

(acihtoes onclude appro<omatd) 2J miles of ptpdone looping on PtnnJ)h anoa, Mal)la•d and Delowore. up~~tadts to e<istonjl meltnng faciliues in lancast<r County, PtnnS) lvarua. insallouon of an additional 

3.5~0 houcpo"er compressor umt at Eastern Shores C~CistJng Oalt'\ille compressor :.tallon '" ChestC'f County. Pennsylvania and appco..'l(imattl) 17 m1la ofne'\\ ma~nhne e·dcnuon and t\\0 p..-es.sure conuol 

5UU10f'IS 1n Susse-'C County. Delaware In Ml)' 2016. the FERC appi'O\ed Eastnn Shore's request to commence the pre·fihng re\·1ew process Ea.stcm Shore entered 1nto Precedent Agt«ments "''th rour 

CXIStllljl customeO> .. well u C'hesap<ake amliatcs, for llotal or 61,162 Dtsld or addiuonal firm natural gas transponarion service on Eastern Shore's popelone syslem With an addouonal 52,500 Ots/d of finn 

transpoltatlon service at cenain Eastern Shore rcccipL facilities 

In Deccmbtr 2016, Eastern Shore .$Ubmut~ an applitation (or 1 ctrtJfieatc or puhhc conHmcnc:e and neccssuy seeking authoriution 10 con.stNC't the c"pansion (acihucs lntcl'\cnuons or comments were 

ac<epted through febNII) I, 2017 Six of Eastern Shore's exosun11 cu>torn<rs hl\e ontenened to become portoes to the docket, and commtnu ha'e bten submmed b) '"0 landowners fERC has ossutd '"o 

lC:tl or dati requests ro assast in 1U C\·aJuauon or th~ prOJC'Ct E..srern bore submiUC'd retpons.es co both dAta request sets on february 14, 2017 t:pon rc«apl and t'lluauon of th~ en\nonmcnlll-rdatcd 

rt\ponses. FERC "'111 be able 1o C$tabli)h a schedule ror compleun¥ Hs cm.uonmcntal a.ssessmcnt on the ptOJtcl The estimated cost of th•s cxpan.saon prOJet.:l is S98 b mtlhon 
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NOtes 10 ohc Comolidaotd Fonanciol Sul<mtnu 

10 I~ Rut.: ( (a.u• /oilmg 

In Jenuary 2017, E<os1cm Shore filtd a base ra1c procttdin8 "-llh thc FERC', as requortd by the lcrms of ou 2012 rate ease setolemen1 agreement Eastern ShOtt's proposed role> arc baseJ on the rn11nline coso 

or service of approximately S60 million resulti n~ in an overall revenue inercue of appro'Camatcly SIS 9 million and a rate of return on common equity or 13.75 perc:ent rn 1dd1h0n to lhe ma1nline co5t of 

service, the filing includes incremental rates for the White Oak Ma1nhnc Expansion and Lateral projects Eastern Shore is also proposing 10 revise its dep~ciation rates and ncgaU\'t $a1vlge rau: based on the 

rr.ulo. of ondtptnden~ 1hord pany deprttieuon and negative $1l•a~c 'aluc studies The flRC 1Ssutd a noucc of ohe filing on Jenuary Z017, and ohe commenl pcnod tndtd rn February 2017 Fourteen partits 

inl<ntned on ohe procttdona "'lh six of !hose parties filing prottsos ~ew ralts art proposed 10 be ciTtcU\0 on \ la"'h I, 2017, ha..t'·cr, ohc FER(' 1)1"<&11) suspends lh< rates for a period offi-. monohs At 

th< ond ofohe susponsion p<nod, Eastern Sho« \\llllilt • m011on to ompl<m<nl ~ ra1ts, subJ<Ct 10 rtfund, ciTtcUve August I, 2017 

AI ~embed!, 2016 and 2015, the r<b"l•ltd utohty op<ratoons had r<corded lh< foUow1ng regulatory useu and liabiliuos oneluded in our consohdottd baltnct sheets These u5C1S end habohues "ill be 

rteogn1tcd as revenues and expenses in fun1re periods as they arc reOectcd in eustomtrs' rates 

1&1111}. ,.., 

Rrguta~orv AntiS 

Under~rtcO\ertd purchastd furl and conKrvauon cost rteovery • 

Undcr·rccovtred GRIP revenue,:, 

Defened pOllTeurcment btnctiu 11 

Odmr-d conversion and dC'\ clopment costs t 

En\ ironmmtal regulator) H-""ts and c-"<pmduures • 

Acqu1;1uon adjustm(Clt 

Loss on rue qUI red debt 

Oth<r 
Tour Rc~ulatory A>soos 

Rrgulntory Liabililju 

Sdf·•nsun~ncc '"' 

0'vcr·rtc0\-~cd purchuro fut1 and consc-rvauon cost rcco,ery ) 

Stann ~Sft'c .T; 

Accrued we-t rtmO\II cost 1 

Other 

Total Rc~ulo1ory Liabohtics 

\I,;~IR"~tdt,of'f'!I;IO'\wdwu.:cor.n:: "'f&I'.Sktf'l\ lk .. hWc, •••1c:• 'A~dr.-loot•n•cnn&U•-..~oifdWlliOIII rhncuaov 

2016 

s 

s 

s 

As or Otctrnbtr lt. 

l OIS 

5,703 4,598 

1,469 3,091 

18,379 19,479 

8,051 5,729 

J ,694 4,158 

41,864 4),7)5 

1, 145 1,259 

4,192 3,738 

84,497 8S,787 

987 1,0)1 

808 b,994 

2.31 0 2,973 

39,826 39,206 

.n.a 225 

44,355 S0,429 

lllc f~ PSC &lk"'QI u.. 1o ro.:u".ct lhn!Ufh• .,..-, .. c • ..:~ .oJ 1M1wt J"'l;;w:tJ-tclMaH..tt IDCI\ml.>tol••rt"fC*~ n-:_..• ·~ aJ.JOI,;Joi&Cd •l1h-..:..c'kJ•IIIf.l.lw ~ PI.-LI)IQidaeN.,. n.• udlld\tcn 

(lktlftNu~ nvtffl41•14hrt IMD.w.tN~IC'dUot ~) ~nFI'\.f'•llltwllf.U~Ift..f~->~1 ~ .... J<.l,~~b aFlo"fiolaJi"Uim V.e•e•IJaJ-.-C'd~oRll»'"'CIIhc:• .. KtOiatetc~ .. pt\ dwl_.t-.Lt, lftteartliN\I..,(.,RIP 

.. 

.. 

1 he ~'ltmJa PSC 11lu~cd •PV 1o tr~t u 1 nj\l.l.lory aud tht !'"lllllft uC the \ll'lta.upUTe\1 llit!lll• fUNiltll k) ASC {"f"'" liS. CMt~tu.a/JOit • Rnrrr,wntlk~.ftiJ. rdatcd tu Ml tcJ'.&la1at •·1"nh• IV Sec N!JI.C 16. l•plo)<tt ~-~~ Pbu. Cut 

1\lo.hiK>lUII mfvtnlillh\M' 

AU of our em lli'rlnwrll•l t~nc.!lllll't• tno;IUf"OJ 1,u Jnte and ow cum:nl cthnw.W: of f\aaurc ''J'I'Hronmtnlll ~~)d.Sstutcll hl\'f ~·turphl\'cd M• vtuou• Jl~('• (or tceO'~I) 'We N.~. 19. fJfmn,trtlrnt.J ( '~JMMitmr-nJJ mJ C'ontii!Jr'fllttlf! lor •dJJti()MI 

lftf•otmlUOQOftOW t'II\U•~JC:OIIliJti.Cftil;.Ct 

\A'eareaU.W.cJ ld ~: .. tu.Je &be pu:'nuurn•J•ad 11'1 \"'~~VU~QIItural ~- whht\' ... "ffiLLIo"lt«''SUI Hlflo.k 111 ,..., rak ba.K.s.od~ll)\'« lhcmo\tt aS}'Ielttfl\1llrnc p2-trw-nt w !.he I·Mif...U PSC~o,•l• ln..:JvJodml.bae: wtk~ •~ Sl 'nulhM•r 

diCJ"aa.Dr-.1"' H1J, SU1mall.-olllwr"'dllll-.r-Jlt\ ..-.:wt ... J ...... dweJo-.••of.___,for •'I.'IOIC&n ~12tt.MU' ~IJNe,aoJS7 .. 6,(t10fi4'1Mrcnaun~ r-J~ •PU.n!uiO 

Guaal adkn.'k"• ~~ kDIIIl tbe R"a'fll.totMlllef'-¥«rmddJI.,•~nUWcdtncr t.... ~ u .J1\bCn)C'ftU lo ~C'\~ lD ...:...,......._ •ilb ~ t~;;,...a..on rt*-bu. 

\A~ bl\rtclf·tnJUr~e 1,.S .a«m tc'll:f"'t:C 1n ~ ~l•iJ. rc!*o.l cnrry\ oprt•bocti!Mt a11o- •ID <.oiJcd ~~--.to' bit~ •r•'lblj!. .. fal daura. JII•Jim fot•1lat•onco.b uduthn a..w• u dan .,.. -.WJ...t 

'"' r\.•W I ,w..-..,.,.. of.\',gnificant ,k('OioNUQr: l't:~llt'fl. (c,. .J.Jill\lnoiiiAto•lrJW!Jnn 00 0\lt ~.~Ml tcMo•\•1-.:o.t~ pohoc, 
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Notes 10 the Consolidated Financial StatementS 

19. f.NVI.RONMtrlTAL COM)11TMENTS AND CONTINGENCIES 

We arc subject to federal, State and 1ocaJ laws and regulations governing environmental quality and pollution control These Jaws and regulatjons require us to remove or remediate at cumnt and fonner 
operating sites the effect on lhe environment or the disposal or release of specified substances 

1\fGPSius 

\Ve have panicipated in the investigation, assessment or remediation, ilnd have exposures at seven fonner 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 discus.~ions with the MOE regarding. another fonntt MGP sne located in Cambridge. Maryland 

As of Oe<>ember 31. 2016. wc had accrued approximately S9 8 million in environmental liabilities related to all of FPU·s MGP sites in Florida, which include the Key West. Pensacola, Sanford and West 
Palm Beach sites fPU has approval to r«over, from inSl.lrance and from customers through rates, up to Sl4 0 million oi its environrnent!J costs related to all of its MGP sites. Approximately S10.6 million 
of this amount has been recovered as of December 31, 2016, leaving approximately SJ 4 million in regulatory assets for future recovery of environmental costs from fPU 's customers. 

Environmc:ntalliabilities for all of our MGP shes are recorded on an undiscounted basis based on lhe estimate offurure C0$1S provided by independent c:onsuhams We continue to expect that all costs related 
to environmen1al remediation and related activities, including any pOtential fu ture remediation costs for whieh v.>e do not currently have approval for regulatory recovery, will be recoverable from customers 
through rntes 

Wt"sl Palm Beoc-lt, 1·/omla 

Remedial options are being evaluated to respond to environmental impacts to soil and groundwater at and in the immediate vicinity of a parcel of property owned by FPU in West Palrn Beach, Florida, where 
FPU previously opcrnted a MGP FPU is implementing a remedial plan approved by the FDEP for the east parcel of the West Palm Beach site. which includes installation of monitoring test wells. sparging 
of air into the groundwater system and extraction of vapors from the subsurface. On January 12, 2016, FOEP conducted a facility inspection and found no problems or deficiencies. 

We expect that similar remedial actions will ultimately be implemented for other portions of the site EstimatC'd costs of remediation for the West Palm Beach site range from approximately S4 5 million to 
SJ S.4 million. including c:osu associated with the relocation of FPU's operations at this sjte, whjch is necessary to implement the remedial plan. and any potential costs associated with fu ture redevelopment 
of the propenies 

Sauford. Fl11ml11 

fPU is thr current owner of propeny in Sanford, Florida, which was a fom1er MGP site that was operated by several other entities before FPU acquired the p1open:y FPU was never an 0\\'ner or an operator 
of the MGP at this site In Janua.y 2007. FPU and the Sanford Group signed a Third Participation Agrecmenl, which provides for the fundang of1he final remedy approved by the EPA for the si1e FPU' s 
share of remedoation costs undeo· the Third Panicipation Agreement is set at five percent of a maximum ofS 13 0 million. or $650,000 As of December 3 1. 2016. FPU has paid $650.000 lo the Sanford Group 
escrow account for its entire share of the funding requirements 

In D~ember 20l4, 1he EP:\ i$SUed a preliminary close-out repon, documenting the completion of nil physical remedial constn1ction activities at the Sanford site. Groundwater monitoring and S1atutory five· 
year rtvicws to ensure perfonnancc of the app1oved remedy will continue on this site The total <:ost of the final remedy IS estimated tO be o .. ·er S20,0 million. which includeslong•.tcrm monitonn~ and the 
scnlement of claims assened by two adjacent propeny owners to resolve damages that the propcny owners allege they hav~ incurred and will mc:ur as a rcsuh of 1hc implementation of the EPA·approvtd 
remediation In settlement of these claims, members of the Sanford GrO\lp, which in this instance docs not include FPU. have agreed to pay specified sums of money 10 the panies. FPU has •efUsed to 
participate in the funding of the th•rd·pa.ny senlemem ag;reemen1s based on its contention that it did not contribute to the rdeau: of hazardous )ubstan«s at the site giving rise to the third-party claims. FPU 
has advised the other members of the Sanford Group that it is unwilling at this time to agree to pay any sum in tl(ec>ss of the S6SO,OOO committed and paid by FPU in the Third Panicip:ation Ag~ement The 
Sanford Group has not requested that FPU contribute to costs beyond the originally •sr""d upon S6SO.OOO contribution 

As of December 31, 2016, FPU' s remaining remediation expense.s. including attorneys, fees and costS, :11e estimated to be $2•1,000 However, we are unable to determine, to a reasonable del>ree or cenainty. 
whether the other members of the Sanford Group will accept FPU' s assened defense to liability for costS exeeed1ng Sll 0 million to implement the final remedy for this site, M provided in the Third 
Pan1eipation Agreement, or will pursue a. claim against FPU for a. sum in excess of the $650.000 that FPU has paid under the Third Participation ;-\g.reemtnL No such claims have been made as or 
Deeember31 . 2016 
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Wmtn Huwu. /-Ianda 

The \\'int<r lla\en si1e is located on the eutrm shor<l1ne of Lake Sh1pp, •n W1n1<r 111\en, Florida Punuan1 10 a consent order ent<red 1n10 "'th FDEP "'e ate obhpted 10 assess and ••mediate 

environmental 1mpacts at this former MGP sue Groundwater monnonng resulu have shO""n 1 tonunuing rtduet•on m contaminant conc:enuations from the sparg1n¥ S:)'Stem. which has bctn 1n opt"ration 

since 2002 On September 12. 20 1-t, FDEP issued a letter appro"'"i shutdown o(thc sparg•ng opetations on the nonhem portion oflhe site. conungent upOn contJnued stm1~annual mon•tOOnlJ 

Groundwater monitoring resuiLS on the soothem portion of this site indicattd that natural 11tenua1ion default cnteria continue to be excetded Plan.s to modify the monttoring network on 1he southern ponion 

of lhe site'" ocder to collect additional data to support the dc,elopmtnt of a remed1al p1an wert $pccificd in a ltucr sent to FDEP in October 2014 The Y..tl1anstallat1on and abandonmen1 prOKf&m was 

implemented 1n Octobc 2014, and documentauon was reported 1n the nnl semi .. nnual RAP 1mplementauon status rtporl, submiued in January 2015 FDEP apprO'ed the plan to npand the bio-spart;1ng 

operabons 1n the soulhem ponion of the Sit<, and additiMal sparge poonts .. .,.e ••stalled and connected 10 the operaung system 1n the font quart<r of 2016 Ground"""' monil0rin3 ruuhs from tcsung 

conducted 1n Octobc 2016 indicated that natural attenuauon dtfouh cntcna wert me111 all wdls 

We esumate that future remediauon cons for the subsurface J(llls and sround.,ater at the <ite should not e\tecd S42S,OOO, "'hich includes an csumate of SIOO.OOO 10 •mpltment l<ld•uonal a<:uons. such u 

1nstitut1onaJ controls, at the site 

FDEP previously indicated that we could nl;o be r«l'"re(J 10 remed1atc scdin•ents along the shoreline of Lake Shipp, lmmtdiately west of the sue Based oo studies 11crformed to dOle, and our ro«nt meeting 

\\tith FDEJ), \~re behevc that C()(rtCII\'C mca$ures for lake sediments are not warramed and will not be required by fi)E.P We therefOre have not recorded a liability (o, scd1mcnt remediation 

s~afard, !>./"" ""' 

In Occ<rnber ~Oil.the O;o..'REC not1foed us thatn "ould be conduct•ns a fiCIIity e\'aluauon o( a former ~1GP sue 1n Seaford, Delaware In a rcpon ISsued in January 201 S, 0)o.'R£C provided the e"aluauoo, 

"'luch foun.t "''cral compounds .. ,th•n the ground.,'Oter and 1011 that required furth<r lnHsuption In September 20 15, O)o.'REC appro-ed our applicallot\ 10 ent<r thiS slle into the ,cjuntary cleonup 

progr1m A remed~al•nvesug•llon ""'conducted 1n December 201 S, "h•ch resulted tn D:O.:REC requesting add•uonal•n,esugou' e worl be performed prior to approval of potential remedial acuons 

In D<eember 2016, oddiuonal on·sne Mils "ere installed, developed and sampled pursuant 10 a Sept<mber 2016 request from o;o..'REC The re<ultS of the sampling <vont and proposed future acuvmes are 

ant,dpated 10 be ovailable by the end of the ;cwnd quarter of 2017 We estimate the coli of potential rtmedial acuons. bosed on the fond•n~s of the DNREC report, 10 be b<twcen S27J,OOO and S46S,OOO 

( ·umhrul~:~. A lar.J lt.JII(/ 

We are drscuUin¥ \\1lh the MDE a formtt MGP site located 1n Cambridge. MaJ)'Iand The outcome of this mautr cannoa. be dtterminN at this time. lhereforc. "e hl'e not fC'C:orded an enVJronmtntaJ 

hahilil) forth" locauon 

Oluu 

We have also completed the invcstiJJAtiOn, a.sscssment and remtdl&tJon of eight natural W'J p1pelinc fac1htJes in Ohio t.hat Aspue Ener~y acqmrcd from Gathereo pursuant to the merger Under the merger 

agrccmt'nt. we arc entitled to be indemnified from an escrow fund created at clossn~ for certain m21t1ers, includ1ng ccnain claims related to environmental rrme<hauon The cost.s incurred 10 date associated 

with ttrnediauon ac1wities for th~se tijlht (adlities IS appro\ienately Sl 6 million In St'ptember 2016, we and the Gathtrco shareholder agent resolved ecnam di~putts associated wilh our claims for 

indemmficauon. mduding claims for tn~reronmenta! maners Antr deducong lhe amount of anticipated tax btnen1S rtlatl!d to our da1ms and an indemnification deductJble in the amount of $431,250 in 

accordance \\1th the merger agreement.. \\t rean ed appJO-<imattl)' S~OO.OOO from the uwtemmficauon escrow u final sndemt:ru or our claems rt:lattd to these to\-lronmtntal matters \\'e do not anticijnte 

submmeng any add1t1onal emironmet~t&l cfa•ms fOf mdemn•licauon 
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~otes to the Consolidated Fmanaal Sta.ttmnus 

20. 0TttCR COMMtTMfr-'T'S A>'D CONTt~CF.NCtF.S 

Nuturttl (iut, Elrrtric lint/ Prupune Supply 

W~ h.t\ r tnttred into contllctual commitmrrus \0 purctuse nan.uaJ ps, electncat) and rr~e from unous suppli~ The eoruracu ha-.e· \<'lnous t\ptrauon cbtes FOf' uur Ddawve ani.~ Mil) land natural 

gu dutnbuuon dJ\isions. V~t h.a'\t a contract \\Hh an unlffiliated tntrJ) mar\.etJn&and nJL man.age:menl compi.R) to manage 1 ponaon of thtar natunl ps tranSpocuuon and storage apaaf). ~ tuch exparts 

on M•rch Jl, 2017 0\Jr O.Ja,.are and M•l)land do>~Slons are C\mend) negotoaton¥ athree·)e>r ass<~ management agreement "'th PESCO and anoocopotc c.<«ullng the agreement b) lllc end orlllc lim 

quaner or20I7. The Oela-.aro PSC h .. approved PESCO servong u anti manager 

In Ma) 2013, Sandpiper entered into a eapaCit), suppl)' and oper•ting agreement \\oth EGWIC to purchase propane over a sox ·)·ear term endinll'" Ma)' 2019 Sandpoper's current annual commitment is 

clloonattd at approximate)) 34 mollion gallons Sandpoper has the optoon to enter into eother a fixed p<l·gallon price for some or all of the propane purcham or a market·bastd pnce uulozing one oft\\o local 

propane prinng indict"J 

Also on M•> 2013, Sharp entcrtd into a S<~nte supply and op<~lllng IJieemcnt "'th EGWIC. Under thos •JIIeemen~ Slwp hu a eommiunentto SUPJII) propane to EGWIC o-er a $1<-)e>r tcnn ending on 

Ma) 2019 Sbalp's current annual commotoncntos estomattd Jt appro<omot<l) 3 4 molloon @lllons The agreement bet\\een Sharp and EGWIC os seporate rrom llle agreement betv.eeu Sandpoper and EGWIC, 

and nt'llhc-r agreement rcrnuts 1he panics to set off the tights o.nd obli&;mon.s speeifit\lm one agtetment1311tnst those sp«afied m the other agreement 

Chcs.1pukc Uuluics' Flond1 natural gas dis1nbuuon dwision has tinn transpor1ation sttv1ce contracts V~ith FGT and Gulfstream Pursuant to 1 cupac:tt)' release program &PJ'roved b)' the Flonda PSC, all of 

the caracot~ under lllesc agreements has been rclustd to ,·onous thord p1rtoes, includona PESCO Under the terms of these capa<ot) release agroementt, ChesapCllke Uooloooes os contin~entl) loable to FGT and 

Gulrstrelm should In) P'R) th.lt aeqwred the ea~cot) through releoS< f&OI to pl) llle earaat) eh.lrge 

FPI< · s eleetnc fud suppl) contracts requore FPU to matntaon an acceptable standard or credot"'onhoness bucd on specofic lin~n,iol raooos FPU' s ll,Ueemcnt ""h JEA rcqwres FPU to com pi) "1111 the 

follo~tng r.wos bntd on 1he results or the praor 12 months (a) 10111 habllu•es 10 tangsblc: net "onh less than 3 7~ umes, 1nd (b) fi.'<ed ~.;.harge co' t:U¥t ratio greater than I S tames Jf eathtr rttao is not mc:1 by 

FPU, 11 has 30 days to cure the defauh or pro\'ode an orrevocable l<tter of credit if the derauh os not cu,..d FPU's electnc ruel >Uppl) agreement woth Gulf Power requores FPU to meet the rollowmg ratios 

based on the avera11e or the prior nine quaners (a} runds rrom ope111tions interest coverage ratio (minimum of 2 times). and (b) total debt to total capital (maximum of 6S percent) If FPU foil• to meet the 

rc:qu•remencs, 11 has 10 prov•de the s.uppl1tr a wrhttn explanauon or 1ctions taken, or proposed to be taL. en, to become compliant failure to comply 'Wtth the ratjos specified in the Gul( Pow~r ·~rec:mcnl 

could rC'JUh on FPU poO\odong an irre"ocableletter or crcdot AS of December ll, ~016, FPU was in comploance "'th all of the r«Juoremcnts or its fuel ROpply conUllct> 

Eoght flo@s pro\ldcs elcctncot) and stcom generauon senicn through its CHP plant locattd on Ameha Island, Flondo The construCbon or llle CliP plant wu completed on June 2016 and began sellong 

power generattd from the CliP plant <o Fl'U pursuant to a 20-ycar po\\<r purchase agreement rOI' distribuiiO<tto oos retail electnc customc.-s In July 2016, ot also st.uted sellong steam to Rayonoer purswtnt to 

a scp8rate 20 -)'ear contract The CHP plant is powertd by natural gas transporttd by Fl'U through its distrobution sy>tcon 

The tocal purchase obhgatoons ror naturol gas, electric •nd propane supplies are appoo\lm&tely $900 milloon fO< 2017, $94 6 moll ion for 2018-2019, $39 S million for 2020-2021 and S82 2 molloon thcreaner 

Corpuruu GMur~uru~s 

The Board of Directors has authorized the Com~n) to issue Cl)f)IOI'Ite &'llartn<ees S<eunng obhgatoons or our subsidiaroes and to obtaon leaers of credot S<euring our RObsodoanes' oblogauons The muimum 

11Uthori7cd liability undtr such guarantee.! and letters or c-rtdit \\IJ S6S million In Ftbmary 2017, our Board orOtrtctOf$1ftCI'rUCd lhlslimit tO sss mtlhon 

We have ossucd corporate guarantees to cenain vtndors of our subsodoaries, the large 51 of which are for Xeron and PESCO These corporate guarantees provide ror the payment of propane and natural gas 

JlU•chaS<s in the event that I'ESCO or Xeron defaulu :-<either subsodo&l) has ever defaulted on us obloj~auons to pay ou supploers The liaholooocs ror th«e purchaS<s are recorded \\hen oncurred The 

IJ!81Cg.>te amoont guarantetd at OeeemhcT 31, ~016 wos SS7 2 molloon, "'th the&'\llrantccs expo ring on vonous dotes through Januory ~OIS 

Chc:.apeal.e Uulitocs also guarantees the p•)ment or FPU's fir>t mongage bonds The muomum "posure under the guarantee os the outstandong pnncopol plus occn.oed ontcrcst balances The outstandong 

pnncopal balances of FPU's fi<1t mongage bonds approximate theor carl)·ong values (S« Note 12. uHtg-7mn I'Jcbt, for rurthcr dctaols) 
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Nou:s lo lhc Consolidated Ftnanetll Slllemtnb 

We •nutd lcttC'fl or ncdu touhnJ SS S rnalhon rtfatW to the cltctric transmission ser,oice.s for FPlfs nonh~cst cJcctnc d1\oiS1on~ firm transporubon Jtf'\-ICt agrccm~t btt'l4cm TETLP and our Ddawuc and 
\Ill) land d"tStons and 10 our amcnl and pre"""' primary insurance catrirrs These lcrrrrs or ttcdtl haH \ll)lniJ"1"111tion dart1 t'ICndtng rhrou!lh Oaober 2011 Th<re ha\C been no dra"'s on lhe~ 
lcncn of crcdu as or D«cmbcr J I, 2016 We do 1101 anrieipatc lhar lhc lctt<TS or credit "ill he drawn upon bt lhe counlerparliCS. and \Ooe "peCIIhal the le11en of credu ,.;u he rmcwed to the c.tent 
ntctss.MV m the future 

Ta:t:~.r~lut~J Cunlilftttr~la 

We arc subJ«IIO \'&nOUS audlli and rt'\ tC'\\S b) the fC'dn-aJ. sta:c and loc.~l and ocha tt~latory authonats rcprdm~ 1ncomt ll\ts and 11\.CS othtr th.an u\Comc A.s of'Dcccmbc:r 31. 201S. '1.\'t" maintained a 
liabilit)' of appro,. maid) S~O.OOO rclarcd 10 unrccogntzcd tncomc "'-' benefits and SJ 10,000 related to cooun¥cnctc> for rax<s othcr than tncome Wc dtd n01 haH a liability relarcd tO conlingcnacs for rues 
Olhcr !han mcomc and unrecogniZed mcorne U..\ \>cncfiu at D«cmbcr 31, 2016 

Otlrtr 

We arc 1n\<ohed '" ctnain olherlcgal acuons and claims arising in lhe normal course of business We arc also 1n\ol\e:d 10 ct:rtam ltllal and adm•n•S~rau,·e procce<hngs bt:fore: various ,Hovemmcncal agenc1e:s 
conummg rates In the opinion of managemen1~ the ulumate disposition of these proctec.:hng.s ""ill not ha\·e a maltnal tfTC'Cl on our con.sohdated financial pos.tion. rtsuiLS of optrations or cash flO'\\$ 

21. Q UARTF.RLV F'IJ'IAi<CIAL DATA (UNAIJI)ITFD) 

In our op1naon. the quanerly financial •nformatJon shO\'"" below includes all adjusunents nec:eSSlUY for a fan presenunion of the operations f01 such pt"riods 0\Jc to the seasonal nature of our busines.s, there 
a1t substandal variations in operations reponed on 1 quanerly buis 

•'llr IIH' Q••tlrn (JIIINI 

1\btTt.Jl Ju~tC'JO St!Jik'mh..r.lO OraombnJI 

(mi~HII ,.,J, f'f5tJ'f{'<r 1h.llf41Nt •lftlhj 

ill§ '" 
Operat1ng Revenues s 1~6.296 $ 102.JH s 108,3~8 141,37~ 

Opcrarmg lncom< s 36,380 s 1~.7H s 10,156 s 21.819 

?'et lnc:omc 20,367 s 8.029 s 4,416 s 11 .86J 

famings per &hare 
U.t.SIC s I.JJ 0.52 $ 0.29 s 0.73 

Dtlured I.JJ 0.52 0.29 s 0.7J 

~CI• 

OpftabnJ RC'\C11Un 170,081 Q~,(>·~ s 91,913 104.~67 

Opcnunllln<OIIIe J7 sos 11,170 s 10,909 s 16,171 

Set lncc:wnc 21 ,10'1 6,294 s S,ll9 s 8,619 

E&mtnH• per shalt 

BlSic 14S s 041 034 s OS6 

Diluted I 44 s 041 OJJ s OS6 

II nw .... ..ttttet~....,...·•~·•"..,....a.a.iP\al,~kw~ 
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ITL\1 9. CHANCES IN A~O DISACR££ME~"T'S Wmt ACCOUNTANTS ON ACCOU:<TINC AND FINANCIAL DtSCLOSL'R£. 

None 

ITO! 9A. CONTROLS AJ\0 PRoct:OL'R£5. 

E\"ALUATIOX OF Dl C LO URE CO:\TROl.SAI\0 PROCFDlRE 

Page 108 of 117 

Our Chi<f Execu11-. Offic<r and Chtef Financial Offie<r. '"th the pa111«patioo of other Com pan) offiCJOls. have c•-.luat<d our ··dudosure eootrols and procedutts (u sueh tenn ''defined under Rule I )o. 

IS( e) and I Sd- IS( c) promulpted under the Secunues E\Chan~c Act of 1934, as amended) u of Dcctmber ll , 2016 Based upon thetr evaluouon. our Chtef E.•eeutl\e Officer and Cluef Fanancotl Officer 

concluded that our disclosure controls and procedures "'ere efl"ecU\re: as of December ll, 2010 

C IIANGE IN INTEitNAI. CONTROLS 

Thtre has been no chan~< in internal control over financtal reporting (as such term is defin<d an bchange Act Rule lla·IS(r)) that oceurr<d during the qunrm ended December Jl, 2016, that matcnally 

affe<:ted, or is rcasonabl) hke1) to materially affect. inltmal conuol O\tr financial reportmg 

CEO MID CI'O CERl iFICATIO:-IS 

Our ChaefE•eeuu>< Offiett and Chaeffinancial Officrr hl\e foled '"th the SEC the certaflcauoos requared by Seen on 302 of the Sarbanes·O•Icy Act of2002 a> r\habau ll I and J I 2 to our Annual Report 

on Form IO.K fer the flsc:al )<It ended Oceembtt J I, 2016 In addauoo. 0t1 May 12. 2016. our Chtef E•ecuth·e Offic<r ctttllied to the NYSE that he"" not 1\\lre of any violaUOtl b) us of the ~YSE 

corporate gO\emanee ltntn¥ stand~ord.s 

MANAG£,\IENT'S REI'ORT ON INTERN,\L CONTROl. OVER fiNANCIAL REPORTING 

Management is respOn\ible fot e-Stablishing and mainlaining adequate internal control over financial reporting, as such tc:Hn is defined m Rule lla·IS(() of the Exchange Aet A company's internal control 

over financial rtpOr1ing 111 proc~ss destgned to pro, ide rcuont1ble assurance: regarding the reli11bihty or financial rcponin~ and the preparation of financtal Stllerntnts for external purposes in accordance 

wuh GAAP A company's: tntemal conu-ol O\CT financial rcportang mcludes those policies and procedures that (t) pc:rutn 10 the maintenance of rtoeords whtch in reuonable detail, acClJn.tcly and fatr1y 

rcn('C'l the transactions and dtSpo1ttions of the assets of the company. (ii) provide reasonable assUJance that transactions arc recorded as necessary 10 pcnn11 prcraration or financial statements tn accordance 

'"th GAAP and that rec<~pts and e\ptndirurcs of the company arc being made only '" accordance mth authonzations of mana~cmcnt and du«tors of the company, and (iii) pi'O\'ide reuooable assurance 

reprdang prn·~nuon or umclv dttectJon orunauthonzed acqu's uon. UK. or disposition of the company's assets chat could ha\t a matenaJ effect on the fin1ncia1 statements 

Under the suptt\iJIOtl and '"Ill the pa111cipatiot1 of managcmen~ mcludang the prinopal e\teuu•e officer and principal finan<aal oOictt. our manag<rnmt Cotlducted an c\lluation of the efT<e11• encss of ttJ 

anternal control over finanoal rcportmg bosed on the cnttna nubhshed an an updat<d report enu~ed "Internal Cot~trol - lntegrat<d Framcwori<," issued tn May 2013 by the C001mauee of Sponsonng 

Orgamzauons of the Tread" ay Commin~:on Bceaust o( liS mherent hmnation.s. intemaJ control over financial reponing may not prt\ttU or detcct misstJttmtnts Abo. projections o( any e ... atu~uon o( 

cfl'tctivencss to ruturc pcnods are subjtct to the nsk. that conrrols may become inadequate be<:ftuse of <.:hang« tn condilions, or that the de:gree of compliance wtth the pol1c:tes or protedures may deteriorate 

Ow mana.gcmem has eveluatcd and eoneluded that our internal control over financial reponing wu en"cctivc: as: of December 31, 2016 

Our independent auditors, Dokcr Tilly Vircbow Krause. LLP, have audu<d and ISSUed tllcar rcpon on effecuveness of our internal control over financial rcponinj; That rtpO<l appears on the folio" ing rage 
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To lhe Board of O•reetor. and Stoc~holders of 
Chesapeake L'uhu•• COIJ'Of&llon 

Page 109 of 117 

R tPORT Of IND£P£Niltr<r I~ECISTERtO PUBI.IC ,\CCOU:>"TI~C FIRM 

We h.-·e audll<d Chesapeale L'11hUts Corponouon·s (the Company") internal control o-n finanaal repol1ing 1> of Oecembft 31 ~016, based on cntena estabhshed '" ln~l Control·lnte11Jated 

Frame,..ork issued b) th• Com mitt .. of Sporuonng Org>nllatJons of the Tre3dway CommiSSion ("COSO') (2013 frame,.orl) The Company's managem<nt" responSible for maintam1ng elfeetl'e mtemal 

control ov~r financiaJ rtportlnH- and foratJ assessment or the efTecbvencss of tntemal control ovtr financul reporung. ancluded '"the accompanying Management ·s Repon on lntemaJ Control <her Fmanc•al 

Rcport1ng Our re.spons.abihty is to express an opinion on the Company•s internal control O\·cr ftnanctal reporung b-ased on our aud1t 

We conducted our audat in accordance with the standards of the Public Company ACC:041nting Oversight Board (United States) Those standards require that wc plan and pcrl"orm the aud1t tO obtain 

reasonable assurance about whether effective inlemal control over linanciaJ reportiny was mnintaincd in all material respee~t Our atadu of in1cmal con1rol over financial r~porting included obuuninK a.n 

undeDUmding of ante-mal control o' cr financial repOning. IJ$t5.Smg the risk lhat a mate•-lal weakne.u exists. and 1cs.ung and evatuaung the desiSt' and optraung tffcctavcnes.s or in1emal control based on the 

ass~ssed risk Our audllabo mcluded ~rforming such other procedures as "'c considered necessary an the circ:umsunces We behc,·c that our audit provides a reasonable basis for our opinion 

A company's 1ntemal control "'er finan<ial f\'pO<Ung " a prOC<U deSigned to provide f\'Uonable assurance regardtng lhe rohab1hl)' of financial r<pOrtJng and !he proparation of finanaal statements for 

e-ternal purpOSe> 1n aC(OI'cUnce "'lth accounung pnnaple• generally accepted in the Lnued S~tes of America A company's 1ntnnal<ontrol 0\et' financ1al rql0111ng 1ncludts those policies and procedutes 

that (I) peruun to the maant<nan« of records that, '" reasonable detail, accuratd) and faarl) reO<ct the trans.tebons and diSflO>lbons or !he a.ueu of the com pan). (2) pr0\1de reasonable assurance that 

transactions are re.:orded as neetssaty to permit prrparauon of financial statnnenu in accordance" uh gmerally accepted accounung pnnciples, and lhat receipts and e.pmd•tures of the company are b<~ng 

made only in accordance "11h authoriz.ation.s of mana,Ktmtnt a.nd dJrtelOrs or the comptny, and (l) prov1de rtasonable assurance rcHard1ng prC\ cntion or nmrty detrellon of unauthorized acquiSition, u.se, or 

disposition of t.he c:ompany·s asscu that could ha,·e a material cff«t on the financial statements 

Because orhs mherent limitations. •ntema.l control over financial reponing may not prevent or detect misstatements. Also. projections of any evaJuation or effecuveness to future periods are subject to the 

risk that conucls may become inadequate because of ch1nvcs in conditions, or that the dewee of compliance with the policies or procedures may deteriorate 

fn our opimony the Company main11Uncd, in all material respect,, eff«tivc: intemal conuol over f1nan<:1aJ reporung as of D«cmbtr .ll. 2016. based on cnteria eSlablished in Jn1cmal Control·lntejrattd 

Framework ISSUed by COSO (2013 framework) 

We also hO\·e audn<d. 1n accor<lanee "'"' lhe sundards of !he Public Compan)' t\ecoununs ()\ersaght Board (L'nited Stat<S), the consol•dated balance meets and the related consolidated statnnents of 

tncom•. cornpr<h<nsl\e 1ncome stoc~hold•rs· <qUit), and cash nO\Os of !he Company and our r<port dated Febru&I) 27 :011 e.prused an unqualified opin1on 

• Raker Till)' Virchow Krayllc l LP 

llhiladelphia1 Pcnn))lvanan 
February 27.2017 
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ITEM 911. OTHER INf ORMATION. 

None 

PART Ill 

IT( \I 10. DIRECTORS, E.HC1!Tl\ [ OmCl:RS Of Tilt R[CISTRA'<T "-'0 CORI'OttATE CO\ £11:>A,C£. 

Page II 0 of 11 7 

We have adopted. Code or Ethu;& th~lapplies to our pnne~pal ~\.CCUUVC officer, president, pnnclpal fin;t_rtcial officer. pnncapaJ account.Jn~ offic~ or controller, and ptrsons pto:rfonnin~ sim&lar run~:uon.s. 

"h1ch IS a "code of e1h1cs' u dcfmed by applicable rules of the SEC This Code of Ethrcs is rubhcly available on our \\ebll,. at http /l,..,.w chpk com!wp-conten~uploadSICode_or_Ethics pdf ""• make 

any amendments 10 this code other than cechnical, lldm&mstratlvc or other non~subsuntive amendmenls, or grant any \.\"&i'Ytrs. mclud&ng &mplicit \\aivtrs, from a JUO\<U&On of this code to oor pnncipal 

executive officer, prt$ident, smncipaJ financial officer, princip:tl accounting oflicer or controller, we will d1sclosc: the nat\arc or lhe amc:ndml!nt or w:uvcr, irs effecuvc date and 10 whom 11 applit:J on our 

" •b•it< and in a rcpon on l'onn S·K fi l<d with th< SEC 

The remaining mformauon rcquucd by this Item is mcorporatcd hcre.n by reference to 1he stcuons of our Pro.-<y Statement c:art•ontd ""EJection of D1rtcto.-s (Proposal I) ... "'lnfomtation Concerning 

);ominees and Conunurns Duoctors, • "Corponue Go><mane<." "Comminees of the Board • Aud1t Commmee" and "Secuon 16(a) Beneficial Ownership Repononv Compliance " 

ITt\1 II . EXtCun\'[ CO\IPL, SATIO:>. 

The information rcquirt"d by th1s hem u incorporated hcrctn by rtfcf'C'ncc: to the mllons or our Proxy Scatement capuoned "' Durttor Compen~tion, .. ··Executt\o't Compensation,. and "'Compenstllon 

D1scussion and Analysis·· in the Proxy Statement 

ITEM 12. S£Cl.RITY 0\\,, (RSIUP Of CERTAIN Bf:Nt:flCIAL 0W~£RS AND MANACEMI:.''T AJ-0 Rti.AT£0 STOCKHOLDER ~IATTrRS. 

Th< tnfonnalion r<quired by thiS Item IS IOCorpo<aled hettln b) rcfcr<ncc to the sectJon or our Pro\y SUI<m<nt captioned "Secunty 0\\nerslup or Cenarn BeeefiCial Owners and Managemenl " 

ITE\1 IJ. C£RTAL' RU -<TIO' SIIIPS A;<D REL\T£0 TRA~SACTIOM. A~D DIRECTOR hllfPL' DL, ct. 

The information rrqu1rcd by th1s Item is tncorporattd hcrc1n by reference to the s«hon of our Prox)· Stattmcntcaptioncd "'Corporate Qo\cm:tncc " 

ITE\1 t4, PMINCIPA ~ A('COU~TI~G FEES AXO SEMVIC£S. 

The infonnation rcqutred by this Item 1s incorponucd here1n by refcrtnct 10 1he ponion ofahc l .. ro,y S1atemcn1 captioned .. Ftes and Services of Independent Re~i stered Public Accounrjng f1nn • 

PART I\' 

ITE.\11!>. [XIII BIT~. fl:> " (lAt. STAT£\II:.' T SC11£0lU>. 

Tht follcn.ing documents ore liled u part ofth" report 

(a)( I) All or the financ1al suuements. reports and notes to the financial statcmcnu tntluJod tn lt<m 8 of Part II of thiS Annual Report on Form 10-K 

(a)(2) Report of Independent Rtgistered Public Actnunhng Firm. and Schedule II Valuotion and Qualifyin11 Accounts 

{a)()) The F:\hlblli btlow 
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J~(rn 

E•h•b•t J 2 

Exhobn 3 4 

E•hibll 4 2 

Exhobot 4 4 

E~hobu4 7 

Page 111 of 117 

Undcrwriung A~em<nt <ntertd tnto by Ch<sapcal< Unliti<s CorpotoiiOOI ond Wells Fargo Socunties, LLC. RBC Clpital M>tl.ou. LLC, Janney 
MOOitgom<ty Scou LLC, Rob<n W Baird & Co. lncorporattd. J J 8 Htlhard. \\ L L)'OOIS, LLC, Ladtnburl! l'llalmann & Co Inc, U S Captul 
AdviSors LLC and BB&T Securities, LLC 001 S<pternber 22,2016, r<laung to the sale and tssuanco of83S,l07 Wr<s of tho Company's c<><nmon 
stock. is incorporattd herein b} ttfMnco to E.<htblt I I of the CO<npany's <urttnt ropon on Fonn S-K, filtd on September 28. 2016, Ftlc No 001· 
IJS90 

Amendtd and Resuttd Certificate of Incorporation of Chc».pcal< Uuhues Corpora11001 •• oncorporattd hereon b)· rofettnco to E.<lublt 3 I of our 
Quanmy Rcpon on Fonn Jo.Q for the penod endtdJune 30, !010, Fole No 001-11~90 

Amendtd and Reswtd BylaM of Chesapcale Utihues Corporanon, elf <ell'< D<cernber 4, !012. art oncorporattd herein b) rcfettnce 10 Exlubtt 3 
of our Current Rcpon on Fonn 8-K, filtd D<cernbcr7, 2012, Fole No 001-11~90 

fi"'t Amendment to tho Amendtd and Restattd Byla"s ofChesapeal e Uuhu<s Corporannn. clfcctov< O<cernbcr 3, 2014. is incorporated hereon by 
reference 10 Exhobit 3 3 of our Annual Rcpon"" F<><m IO·K for the yur ended D<c<mber 31, 2014 

Second Amendment to the Amended and Restated 8) laws or Chesapc.I~C luluies Corporation, dTcCU\<t No\embt'.f 2. 2016. is inc.orporattd hert':ln 
by t<fcrence tO E<hibitJ 3 of our Quaneli) Report on Form 10-Q forth< quan<r <nded S<pt<mb<r 30, 2016 

form of Indenture bcw.:ccn Chesape:ake Utiliue) Corporauon and Boatmen's TNi! Company, a$ Trustee, relatjng to its 8 1J4•o Con\'enible 
Debenntrcs, is incorporated hereon by rcfcrence tO E•hobit 4 2 of our Rtg"t'~""" StAtement on Form 5·2, Re11 No 33-26582, filed on Januaty 13, 

1989. 

Note J>urchase Agreement dated December 27. 2000, between Chnaptake Uuhues Corporation, as issuer, and Pacific Life Insurance Company, 
r<loting tO the priv11e placement of Chesapeake Uulotics Corp011111on's 7 Sl''• Senoor Notes t 

Nole ,\greemenl da1ed October J I, 2002, between Chesapeake Utiliues CoiJlOrauon," issuer, and Massachuseus Mutual Life Insurance Company, 
C.M Life Insurance Company, American Uni1ed Life Insurance Company, Paonter Mutual Life Insurance Company and The State Life Insurance 
Company, re1a1ing to the private placement of Chcsapc::'ll.t Utilwcs C01porauon's 664'• Senior N01es due 2017, is incorporated herein by 
rcference to Exhibit 2 of our Current Repon on Form 8·K, fi led November 6, 2002, file No 001-11590 

No!< Agreement dated Oc1ober 18, 200S, between Chesapeoke UuiH•., Corpor•uon. as ossuer, and Prudemial lnvesunent ManaJ~ement, Inc, 
rclatang tO the private placement of Chesapeake Utiluics Corporauon's s s•. Senior t\otcs due 2020, IS incorporated herein by reference to E.xhibn 
4 I of our Annual Rcpan on Form 10-K for the year endtd December 3 I, 200S, Fole No 00 1·11 590 

Note Agre<menl da1ed Octob<or 3 I, 1008, among Chcsapeale Uuhtles Corponuon, as oswer, General American Life Insurance Company and New 
England Life Insurance Company, relating to the private placement ofChesopuke Utohtlu Corporauon's 5 93'~ Senior NOles due 2023 t 

Noce Agr«ment d>ttd June 29, ~010. among Chesapeake Ut1loucs Corpo<at10t1 as ossucr, Metropolitan Life Insurance Cornpan} and Nev. England 
Lofe Insurance Company, ~atiogto the pmat< placement of Chesapeake Uuhues Corporation's 5 68~. Senior Notes due 2026 and Che».pcake 
Uuhuu Corporauon' s 6 43'• Senior r-.'Oiu due 2028 f 

"or• A~mcnt dated Sept<mber S, 2013, am0<1g Chesapeake Uuhuos Corporau0<1, as issuer, and oerwn note holders. ~ating to the pn•ate 
placement or Cbcsa.pake t..:uhbes Corpontaon's J 11•. Stn1or Noccs due l028 and Chc-sapa~e Ctahues Corpontioa's 3 SS~;. Seruor Notes due 
2029 t 

Form of Indenture of Mllf1gtg<and D<ed ofTru>l dattd September I 1942, bet"een Flunda Pubhc Uuhues CO<npan} and the UUSt«, for the ftrst 
\1ongage O....ds. is 1ncorpon1ed beran b) rrferonceto E•hobll 7-A offlonda Pubhc lJtihues Compan,·'s Regismuon No 2~S7 

St\enteenth Supplemental lndentute dated Apnl 12, 2011 betwe<n Chuapeal.e Uuhues Corporauon and Florida Public t:tiliues Company, 
pursuant tO "1>ich Chesapul.ct:uhu<s Corpontoon ~'Uatante<s the pa~m<nt and performanc< oblogauons of florida Public Uuhues CO<nranl und<r 
the Indenture. is tncorpora~td h<ran by reference to E•htbot 4 I of our Quanerll' Report"" F<><m lo.Q for the period ended Mlfth 31, 2011, Ftle 
No 001 -11590 
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Exhibit4 II 

Exhibit 10 I' 

Exhibit 10.2' 
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Exhibll 106' 

Exhibit to 8' 

Exhibit I 0.9 ' 

E.xhibit 10 10• 
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SiXIetnth Supplemental lnd•niUrc dated Deeembcr I, 2009, between Chesapeake Utilities Corporation and Florida l'ublic Utilities Company, 
pur5u.ant 10 which Chesapeakt Utilities Corporation guaranteed the secured First Mongage Bonds of Florida Public Utilities Company under the 
Merger AgreemenL. is incorporated herein by reference to Exhibit 4.9 of our Annual Repon on Form IO·K for the yeu c::nded December 31, 2010, 
FileNo 001·11590 

Thirteenth Supplemental Indenture dated June I, 1992, pursuant to which Florida Public Utilities, on May I, 1992, privately plaoed SS,OOO,OOO of 
its 9OS~~ FitSt Mong,age Bonds. is incorporated herein by reference to Exhibit 4 to Florida Public Utilities Company's Quanerly Rcpon on form 
IO·Q for the period ended June 30, 1992 

Private Shdf Agreement dated October 8, 201S, between Chesapeake Utilities Corporation, a." issuer. and Prude:ntia! lnvcnment Management Jnc, 
relating to 1he purchase of Chesapeake Utilities Corporation unsecured Senior Notes, is incorporated herem by reference to Exhibit 4 I of our 
Q\larterly Report on Form IO·Q for the period ended September 30,2015, File No 001·1 1590 

Chcupeake Utilities Corporation Ca.sh Bonus Incentive Plan, effective Janua•y 1, 201 S, is incorporated hertin by reference to our Proxy Sl.atement 
dated March 31, 20 I 5, in connection with our Annual Meeting held on May 6, 2015, File No 00 1·11 590 

Chesapeake Utilities Corporation 2013 Stock and lne<nti,•e Compensation Plan, cn·ective May 2, 2013 is incorporated herein by reference to our 
Proxy Statement dated Marth 29, 2013 in connection "ith our Annual Meeting held on May 2, 2013, File No 00 1·11 590 

Non-Qualified Deferred Compensation Plan, e!Teoth e January I, 2014, is incorporated herein by reference to Exhibit I 0 8 of our Annual Report on 
Form 10-K for the year ended December 31,2013, File No 001·11590 

Consulting Agreement dated January 2, 2013. between Chcupeake Utilities Corporation and John R Schimkaitis, is incorporated herein by 
reference to Exhibit 10.7 of ouu\nnual Report on Form !!J.K forthe year ended Oeecmber 3 I, 2012, File No 001 -11590. 

Executive Employment Agreement dated Jnnuary 14, 20J t, between Chesapeake Ucililies Corporation and Michael P McMasters. is incorporated 
herein by reference to Exhibit 10 I of our Current Report on Form 8-K, flied January 21, 2011, File No 001·11590. 

Amendment to Executive Employment AJ>reemcnl effective January 1, 2014. between Chesapeake Utilities Corporation and Michael P. 
McMasters, is incorporated herein by reference to Exhibit 10 I of our Cun-ent Repon on Form 8-K ftled January 14,2014, File No 001-1 1590 

Executive Employment Agreement dated January 9, 2013, between Chesapeake U1ililies Corporation and Stephen C. Thompson, is incorporate-d 
herein by reference to E.xhibit 10.9 of O<•r Annual Re1l<ln on Fo1m 10-K for the year ended December 3 I, 2012, f ile No. 001·11590 

Executi\'e Employment Agreement dated January 9, 2013, between Chesapeake U1iliues Corporation and Reth W Cooper, is incorponned herein 
by reference to Exhibit 10 IOof our Annual Re1l<lrt on Form IO·K fonhe year ended December 31, 2012, File No 001- 11 590 

Executive Employment Awecment dated January 9, 2013, between Chesapeake Utilities Corporation and Elaine B Bi11ner, incorporated herein by 
refertnce to Exhibit 10.11 of our Annual Report on Fomt IO·K forthe year ended December31, 2012, File No 001·11590 

Executive Employment Agreement dOled January I, 2015, between Chesapeake Utilities Corporation and Jeffry M Householder, is incorporated 
herein by reference 10 Exhibit 10 IS of our Annual Report on Fonn 10-K forthe year ended December 31, 2014, File No 001·11 590 

form of Performance Share Agreement, elTecuve January 7, 2014 for the period 2014 to 2016, pursuant to Chesapeake Utilities Corporation 2013 
Stock and lncenuve Compensation Plan by and between Chei>apeake Utilities Corporation and each of Michael P McMasters, Beth W Cooper, 
Stephen C Thompson, Elaine B Bittner, and Jen·ry M Householder is incorporated herein by reference to Exhibit I 0 J 8 of our Annual Report on 
Form 10-K for the year ended December 31 , 2013, File No 001 -11590, 
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Exhibu 23 I 

Page 113 of 117 

Form of I1C1 fonnancc Share Agrccmcnr, efTecrive January 13, 201 S for rhe penod 201 S ro 2017, pursuanr ro Chuap<ake U1ilities Corpo1'3llon 2013 

Srock and lncenrive Compensation Plan by and berwc<n Chesapuke Utthries Corporarion and ueh of M•chael P McMasrers, Berh W Coop«, 
Sttphtn C Thompson, Elaine 1l Dinncr and JefTry M Householder, IS >ncorporated herein by rcftrtnce ro Exhibir 10.19 of our Annual Repo1t on 

Form IO·K forrheyeuended December J I, 2014, File No 001-IIS90 

Form ofPerforman« Share Agreemen~ d•red Morch 6, lOIS forrhe penod 20t5 ro 2017, pursuanrro CheQp .. ke Utiliues Corponuon !Oil Srock 

and lncenu-. ComptnQrion Plan b) and b<t"een Chesope1ke Uuhun Corporauon and Jamn F Monany IS 1ncorporat<d herrin by rtf<rence ro 
f•h>b•r 10 2 ro our Quanert) Rtpon on Form I~ f.x II>< p<nod ended Scprcrnber JO. !OIS Fole :-:o 001·11 ~90 

Form of Performance Share Agreem<nl dared January 1!, 201o fO< the per1od 1016 ro 2018, pursu•nrro Chesapeake Uuliues Corpcnuon 201J 
Srock and 1ncenrive CompenJauon Plan by and ber.,'ffn Chesapeal.e Urihll<> Corporauon and each of M•chael P McMa.re"' Berh W Cooper. 
Srephen (' Thompson, Elaine [l lliuner, JcfTry M Householder and lAmes f Moriart), is fil<d hc~twllh 

C'hes.apeakc Utilities Corporauon SupJJicmental Executive Rttlfemenl I,IAn. as amended and re.s1a1ed efrtc:livc January I , 2009, 1$ ineorportled 
hctcrn by roference ro Exhibir 10 27 of our Annual Repon on Fonn IO·K for rhc year ended December 31, 2008, Folc No. 001·11590 

flrs1 A.mcndmen1 to the Che)lptl~e Uuhuc:s Corporauon Supplement1f ElCecuu,-e Retirtmen1 Plan as amended and restated cfT«uve January I, 
l009. IS oncorporarod herein b)• reference to Exhobit 10 30 of our Annu.tl Repon on Form IO.K fO< the )tar ended December 31, 1010, flit ~o 

00.1·11590 

Re,olv.ng Credir Agrrem<nt dlled Deecmber 29, 2014, ~een Che>Opelkt liuhut5 Corporauon and C111zens Bank, N•tion•l Anotlluon, u 
lender, 1S •ncorporared h<rtin by ref<renco ro E'htbll 10 25 of our 1\nnua.l Repon on Form 1D-K fO< the )Ur ended Deeember 31, 2014, F1le No 

001-11590 

Revolving Credir Agreemenr dared Ocrober 8, 2015, ber\\Cen Chesapeake Uulilles Corporauon and PNC Bank, Narional Associ arion, Bank of 

America, N A, Cirizens Bank N A, Royal Bank of Canada and Wells I' argo Bank, National Associarion as lenders, is incorponned herein by 
rrfercnce ro Exhibir I 0.1 of our Quarterly Rcpon on Form 1 0-Q for the penod ended Seprembcr JO, 2015, File No 001-1 1590 

F1rsr Amcndmcn• dared February lS, 2016 ro rh< Revolving Credn Agreemtnr dared Ocrober 8, 201 ~. ber-.etn Chesapeake Uri lilies Corporation 
and P:-:C Banlc, National AUOCllllon, Banl of Ameri~ ~ A C'lllltns Dank N A, Royal Bank of Canedo and Wells Fargo Banl, N11oonal 

Associauon as lenders, is filed hcte"llh 

Prom>SSO<) Note, eonrained as an t\hobllro the R"-ol"ng Cred11 AJireem<nr d1red December 29, 2014, ~-Chesapeake Uuhuu Corporlloon 
and CIULcns Banlc, Narional Associ•uon, as lender. IS 1n.;otporared hcrnn b) reference to Edubu 10 2o of our Annual Repon on Form J().K for rhe 

)Ur ended December J I, 2014, File 1\o 001-11~90 

F«cur>ve f!tnploymcnr Agrcemenr dared May 10, 2016, between Cht,.peake Uti hues Corporauon and James F Moriarty, is incorpomed here1n 

b) rcfercnccro Exhibil 10 I of our Quarrc~y Report on Fonn 10..{) forrhe ycarcnded June 30, 2016, F1lc No 001·11 590 

Comp<Hation of Rario of Eam1ng 10 Fi'ed Charges IS filed herew11h 

COlle of Ethics for Financial Officers IS filed IS mcorporared heoe1n by reference ro E\hobn 14 I of our Annual Repon on Form IO·K for the penod 

ended Dtcember 3 I, 2014, F1l< Ne> 001·11 S90 

BuSincU Ccxk of Ethics and Cond~~er u •• Incorporated h<r<•n by reference ro E.dubir 14 2 of our Ann\1111 Repon on Fonn 10-K for the penod 

cn.led Deeember J I, 2014, F•le No 001·11590 

Subsidiaries or rhe Regrsrnuu IS filed h<rt~•'llh 

Consent oflndtp<"ndent Rtgtstered Public Aceounung Firm ts filed hcrt....,ith 

Cenif•core of Chief Execurive Officer of C'hcsapeake Utiliries Corporauon pursuanr ro Exchange Acr Rule 13a·14(a) and I Sd - 14(1), is filed 

herewlrh 
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Exhibit31 2 Ceniflca~e of Chief Financial Officer of Chesap.ake Utilities Corporation pursuant to Exchange Act Rule lla·14(a) and 15d - 14(a), is fi led 
herewith 

Exhibit32 I 

Exhibit32 2 

Certificate ofChiefExeanive Ollicer of Chesapeake Utilities Corporation pursuant to 18 US C. Section 1350, is filed herewith. 

Cenificate of Chief Fi01ncial Offieer of Chesapeak• Utilities Corporation pursuant to 18 U.S C. S.ction 1350, is filed herewith. 

Exhibit I 0 I INS XBRL Instance Document is flied h<rewith 

Exhibit IOI.SCH XBRL Taxonomy Extension Schema Document is filed herewith 

ExhibitlOI .CAL XBRL Taxonomy (!xtension Calculation Linkbase Document is filed herev.-ith 

Exhibit 101 DEF XBRL Taxonomy Extension Definition Linkbase Document is filed here"ith 

Exhibit 101 LAB XBRL Taxonomy Extension l..tbel Linkbase Document is filed herewith 

Exhibit 101 PRE XBRL Taxonomy Extension l}rcscnlation Linkbase Document is filed herewith 

Man:tgemrnt contract or compcn.s.:uory plan or agreement 
These agreement> have not be<on filed herewith purs11ant to hem 601(b)(4Xv) of Regulation S·K under the Securities Act of 1933, as amended. We hereby agre<o to furnish copies to the SEC 
upon request 
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SIGNATURES 

l'ursuanooo llle requu~mcnos of Secuon 13 or I~ (d) of the Secuoitics F.xchange Act of 1934, ChuaJ)eakc Utilities COfJ)orllion has duly eauS<d ohis repon to be Slyncd on,,. behalf by the undcr<i!lncd, 

thereunto duly outhoritcd 

Michael P McMutm, 

President and Chief r'(tC\IUVe Officer 
February 27,2017 

l'ursuantto the rcquorcments of the Scountics Exchonj!< Act of 1934, this report has be<n si11ned below by the follo"ing pcr.sons on behalf of lllc regostrant and in the capacoties and on the dotes ondocated 

~ tich•d P Mc:\f.uters, 

Pr<Slden~ Choef E.•ecub•e Officu ond Dmctor 

Februll} 21,2011 

/';/ JOliN R St1ltMKAillS 

John R Schim~aitos 
Chaor of the Board and Oorettor 

February 27,2017 

' EL'Otl\1' H 8\YAJUI, f'IQ 

Eu11ene H Ba)'Md, E<q , Oore.;tor 

February 21,2017 

lsi TIIOMAS J BRhNAN 

Thomas J Brtsnan . 01rrctor 

February 27, 2017 

Thom•s P Hill, Jr O.recta< 

February 27,2017 

ilJ 11Al!L L MAI>IX>t.K, JR 

Paul L ,\laddock, Jr, Dorce1or 

February 27,2011 

Betlo W Coop<r, Sen oat \"oct Prcsident 

and Chief financ11l Offieu 

(Principal Finoncool ond Accounting Officer) 

February 27,2017 

lsi RONAI.D G FORSYlllE, JR 

Dr. Ronald G Forsythe, Jr , Do rector 

February 27, 2017 

Dennos S llud.son, lll, Director 

February 27, 2017 

1M DIANNA F Mtli<CIAN 

Dianna f Mor~an 01reCI()( 

February 27,2017 

' CAJ.\'l'RT A \f<lt0 "-"· JR 

Col• en A \IOfH>n. Jr, Dorectot 

February 27, 2017 
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ro the Board or Directors and Stockhold<rs of 
Chesopcake Uulitics Corporation 

Page 116 of 117 

RlPoRT OY L'D[P£1\DI!NT R ECIST[Jt(D PUBLIC ACCOO:O."TL' C fiR.\1 

The audit referr«< to tn ourrepon dated febl\taJ)' 27, 2017 rolating to the consolidated financial mtcments ofChe$0peake Utilities Corpoo~uon (the "Company") as or December 31, 2016 and 201 S ond for 

each or the yurs tn the throe-year pcnod ended Occcmbor l I, 2016. which is comained in Item 8 or thiS Form IO.K, also included the audits oflhc financial stotcment schedule listed in Item I l(a)2 1 hts 

financ1al statement schedule is the responsibility of the C'ompany•s management Our responsibility is co npre.ss an opimon on tht financial statement iehtdulc based on our audits 

In our ('lp1n1on. such financial statcmtnl schedule, v.hcn considcrtd m relation to the basic consolidated fintnctal llllt:rr'ltnlS taL;en a.s a v.holc, pruenu faul)· '"all material res.pects, the informatJon stt fonh 
thtiCIR 

Phlladclphoa. PcntoS)Ivania 
Februarl27, 2017 

Chesapeake Uuhues Corporation 2016 Form lO·K PaKe I tO 

https://www.sec.gov/Archives/edgar/data/19745/000 162828017001844/cpk 1231201610-... 11/20/2017 



Document 

For lh C' )'u r En•ls-d PsumhtrJJ 

lh• thi>uflN'O,N 

Reserve Otdutttd From Rdattd Autts 

Rtstrve for Uncolltttiblt Accounts 

'" Rc:oo\'~"flcs 
.,. Un...:oll«hbk •.xounu c-hargN ~rr 

2016 s 
2015 s 
2014 s 

Chtsapu.ke Utilili~s Cor'l)oration and Subsidi•rics 
Schedule II 

8al1u•« al 

lkclanln~ or 
Vt'•r 

Valuation and Qu•lifying AcrouniS 

909 s 
1.120 s 
1,635 

985 

979 

1,073 

Ot .. n 
A«''u•hiiJ 

Page 117 of 117 

&Ju« •l Ed 
~~lwctiaft'i {l} orYcoar 

J~O (1,325) s 909 

246 ( 1,436) s 909 

85 (1,673) s 1, 120 
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EX-12 2 cpkl2312016ex-12.htm EXH IBIT 12 

EXHIUIT 12 

C hesapeake Utilities Corpora tion 

Ratio of Earnin gs to Fixed Charges 

For the Year Ended December 3 1, 

20 16 2015 2014 2013 2012 

(in thousands, except ratio of eamings to fixed 
charges) 

I ncome from continuing operations s 44,675 s 41,140 s 36,092 s 32,787 $ 28,863 

Add: 

Income taxes 28,341 26,905 23,945 22,085 19,296 

Portion of rents representative of 

interest factor 843 565 588 542 464 

Interest on indebtedness 10,477 9,933 9,439 8,202 8,707 

Amortization of debt discount and 

expense 162 74 42 33 40 

Capitalized interest (allowed funds 
used during construction) 387 38 58 13 I I II 

Earnings as adjusted s 84,885 $ 78,655 $ 70, I64 $ 63 ,780 s 57,481 

Fixed Cha rges 

Portion of rents representative of 
interest factor $ 843 $ 565 $ 588 $ 542 $ 464 

Interest on indebtedness 10,477 9,933 9,439 8,202 8,707 

Amortization of debt discount and 
expense 162 74 42 33 40 

Capitalized interest (allowed funds 
used during construction) 387 38 58 131 Ill 

Fixed Cha rges $ 11,869 $ 10,610 $ 10, 127 $ 8,908 $ 9,322 

Ratio of Ea rn ings to Fixed Charges 7. 15 7.41 6.93 7.16 6.17 
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Subsidiaries 
Eastern Shore Natural Gas Company 

Sharp Energy, Inc. 
Chesapeake Service Company 

Xeron, Inc. 
Chesapeake OnSight Services, LLC 
Peninsula Energy Services Company, Inc. 

Peninsula Pipeline Company, Inc. 

Florida Public Utilities Company 

Sandpiper Energy, Inc. 
Grove Energy, Inc. 
Austin Cox Home Services, Inc. 
Aspire Energy of Ohio, LLC 

Aspire Energy, LLC 

Subsidiary of Sharp Energy, Inc. 

Sharpgas, Inc. 

Chesapeake Utilities Corporation 
Subsidiaries of the Registrant 

Subsidiary of Florida Public Utilities Company 

Flo-Gas Corporation 

Subsidiaries of Chesapeake Service Company 

Sk ipjack, Inc. 
Chesapeake Investment Company 
Eastern Shore Real Estate, Inc. 

Subsidiary of Chcsapeake OnSight Services, LLC 

Eight Flags Energy, LLC 

Page 1 of 1 

£XHIBIT2 1 

State Incorporated 
Delaware 

Delaware 
Delaware 

Mississippi 

Delaware 
Delaware 

Delaware 
Florida 

Delaware 

Delaware 
Delaware 
Delaware 
Florida 

State Incorporated 
Delaware 

State Incorporated 
Florida 

State Incorporated 

Delaware 
Delaware 
Delaware 

State Incorporated 
Delaware 
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Exmsrr 23.1 

CONSENT OF I NDEPENDENT R EGISTERED PUBLIC A CCOUNTING FmM 

We hereby consent to the incorporation by reference in the Registration Statements on Form S-2 (No. 33-26582), Fonn S3 
(Nos. 333-63381, 333-1 35602, and 333-200937), Form S-3ASR (No. 333-213729), Fom1 S8 (Nos. 333-01 175, 333-
94159, 333- 124646, 333-1 24694, 333-124717, and 333-192198), and Form S-4 (No. 333-20 1992) of Chesapeake Utilities 
Corporation of our reports dated February 27, 20 17, relating to the consolidated financial statements, financial statement 
schedule, and the effectiveness of Chesapeake Utilities Corporation' s internal control over financia l reporting, which 

appear in this Form 10-K. 

Is! Baker Tilly Yirchow Krause. LLP 

Philadelphia, Pennsylvania 

February 27, 20 17 
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CERTIFICATE PURSUANT TO RULE 13A-14(A} 

UNDER THE SECURITIES EXCHANGE ACT OF 1934 

I, Michael P. McMasters, certify that: 

EXIIIBIT 3 1.1 

I. I have reviewed this annual report on Form I 0-K for the year ended December 31, 2016 of Chesapeake Utilities 

Corporation; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 

material fact necessary to make the statements made, in light of the circumstances under which such statements 

were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly 

present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 

and for, the periods presented in this report; 

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure 

controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 

financial reporting (as defined in Exchange Act Rules 13a- 15(f) and 15d- 15(f)) for the registrant and have: 

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to 

be designed under our supervision, to ensure that material information relating to the registrant, 

including its consolidated subsidiaries, is made known to us by others within those entities, part icularly 

during the period in which this report is being prepared; 

b) designed such internal control over financial reporting, or caused such internal control over financial 

reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability 

of financial reporting and the preparation of financia l statements for external purposes in accordance 

with generally accepted accounting principles; 

c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this 

report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 

the period covered by this report based on such evaluation; and 

d) disclosed in this report any change in the registrant's internal control over financial reporting that 

occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the 

case of an annual report) that has materially affected, or is reasonably likely to materially affect, the 

registrant's internal control over financ ial reporting; and 

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal 

control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of 

directors (or persons perfonning the equivalent functions): 

a) all sign ificant deficiencies and material weaknesses in the design or operation of internal control over 

financial reporting which are reasonably likely to adversely affect the registrant's ability to record. 

process, summarize and report financial information; and 

b) any fraud, whether or not material, that involves management or other employees who have a significant 

role in the registrant's internal contro l over financia l reporting. 

Date: February 27, 2017 

Is! MICHAEL P. M CMASTERS 
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Michael P. McMasters 
President and Chief Executive Officer 
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CERTIFICATE PURSUANT TO RUL E 13A-14(A) 

UNDER THE SECURITIES EXCH ANGE ACT OF 1934 

I, Beth W. Cooper, certify that: 

EXIII BIT 3 1.2 

I. I have reviewed this annual report on Form I 0-K for the year ended December 31, 2016 of Chesapeake Utilities 

Corporal ion; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 

material fact necessary to make the statements made, in light of the circumstances under which such statements 

were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial infonnation included in this report, fairly 

present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 

and for, the periods presented in this report; 

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure 

controls and procedures (as defined in Exchange Act Rules 13a- 15(e) and 15d- 15(e)) and internal control over 

financial reporting (as defined in Exchange Act Rules 13a-15(t) and 15d- 15(f)) for the registrant and have: 

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to 

be designed under our supervision, to ensure that material infonnation relating to the registrant, 

including its consolidated subsidiaries, is made known to us by others within those entities, particularly 

during the period in which this report is being prepared; 

b) designed such internal control over financial reporting, or caused such interna l control over financial 

reporting to be designed under our supervision, 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; 

c) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this 

report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 

the period covered by this report based on such evaluation; and 

d) disclosed in this report any change in the registrant's internal control over financial reporting that 

occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the 

case of an annual report) tbat has materially affected, or is reasonably likely to materially affect, the 

registrant's internal control over financial reporting; and 

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal 

control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of 

directors (or persons performing the equivalent functions): 

a) all significant deficiencies and material weaknesses in the design or operation of internal control over 

financial reporting which are reasonably likely to adversely affect the registrant's ability to record, 

process, summarize and report financial information; and 

b) any fraud, whether or not material, that involves management or other employees who have a significant 

role in the registrant' s internal control over financial reporting. 

Date: February 27, 2017 

lSI BETH W. COOPER 

Beth W. Cooper 
Senior Vice President and Chief Financial Officer 
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EXIIlBlT 32.1 

Certificate of C hief Executive Officer 

of 

Chesapeake Utilities Corporation 

(pursua nt to 18 U.S.C. Section 1350) 

I, Michael P. McMasters, President and Chief Executive Officer of Chesapeake Utilities Corporation, certify that, to 
the best of my knowledge, the Annual Report on Fonn I 0-K of Chesapeake Utilities Corporation for the year ended 
December 3 1, 2016, liled with the Securities and Exchange Commission on the date hereof (i) fully complies with the 
requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, and (ii) the infonnation 
contained therein fairly presents, in all material respects, the financial condition and results of operations of Chesapeake 
Utilities Corporation. 

IS/ MICIIAEL P. MCMASTERS 

Michael P. McMasters 

February 27, 20 17 

A signed original of this written statement required by Section 906 of the Sarbanes-Oxley Act of2002, or other document 
authenticating, acknowledging, or otherwise adopting the signature that appears in typed fom1 within the electronic 
version of this written statement required by Section 906, has been provided to Chesapeake Utilities Corporation and will 
be retained by Chesapeake Utilities Corporation and furnished to the Securities and Exchange Commission or its staff 
upon request. 
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EXHIBIT 32.2 

Certificate of Chief Financial Officer 

of 

Chesapeake Utilities Corporation 

(pursuant to 18 U.S.C. Section 1350) 

I, Beth W. Cooper, Senior Vice President and Chief Financial Officer of Chesapeake Utilities Corporation, cer1ify 
that, to the best of my knowledge, the Annual Report on Form I 0-K of Chesapeake Utilities Corporation for the year 
ended December 31 , 2016, filed with the Securities and Exchange Commission on the date hereof (i) fully complies with 
the requirements of section 13(a) or IS( d) of the Securities Exchange Act of !934, as amended, and (ii) the information 
contained therein fairly presents, in all material respects, the financial condition and results of operations of Chesapeake 
Util ities Corporation. 

Is! BETH W. COOPER 

Beth W. Cooper 

February 27, 2017 

A signed original of this written statement required by Section 906 of the Sarbanes-Oxley Act of2002, or other document 
authenticating, acknowledging, or otherwise adopting the signature that appears in typed form within the electronic 
version of this written statement required by Section 906, has been provided to Chesapeake Utilities Corporation and will 
be retained by Chesapeake Utilities Corporation and furnished to the Securities and Exchange Commission or its staff 
upon request. 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

WASill 'GT0;-.1, D.C. 20549 

FORM 
10-Q 

IRl QUARTERLY REPORT PURSUANT TO SECTION 13 OR IS(d) OF THE 
SECURITIES EXCHANGE ACT OF 1934 

For the quarterly period ended: J une 30,201 7 

OR 

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR IS( 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) 

Delaware 
(State or other jurisdirtion 

of incorporation or o rga nitation) 

51-0064146 
(I.R.S. Employer 
Identification No.) 

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

(302) 734-6799 
(Regis trant' s telephone number, including area code) 

Page 1 of96 

Indicate by check mark whether the registrant (I) 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 tile such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes !B1 No 0 

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, 

every Interactive Data File required to be submitted and posted 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 and post 

such files). Yes !B1 No 0 
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a 

smaller reporting company. See definitions of"large accelerated filer," "accelerated filer" and "smaller reporting 

company" in Rule 12b-2 ofthe Exchange Act. (Check one): 

Large accelerated filer Accelerated filer 

Non-accelerated filer 0 Smaller reporting company 

Indicate by check mark whether the registrant is a shel l company (as defined in Rule 12b-2 of the Exchange 

Act). Yes 0 No IRI 

Common Stock, par value $0.4867 - 16,344,442 shares outstanding as of July 31 , 2017. 

0 

0 
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GLOSSARY OF DEFIN ITIO~S 

ASC: Accounting Standards Codification 

ASU: Accounting Standards Update 

Aspi re Energy: Aspire Energy of Ohio, LLC, a wholly-owned subsidiary of Chesapeake Utilities 

COD: Cooling degree-day, which is a measure of the variation in weather based on the extent to which the daily average 

temperature (from I 0:00am to I 0:00am) 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 

Chesapeake Pension Plan: A defined benefit pension plan sponsored by Chesapeake Uti lities 

Chesapeake Postretirement Plan: An unfunded postretirement health care and life insurance plan sponsored by 

Chesapeake Utili ties 

Chesapeake SERP: An unfunded supplemental executive retirement pension plan sponsored by Chesapeake Utilities 

C IAC: Contributions from customers that are used to construct fac ilities 

CGC: Consumer Gas Cooperative, an Ohio natural gas cooperative 

Cl-IP: Combined heat and power plant 

Columbia Gas: Columbia Gas of Ohio, an unaffiliated local distribution company based in Ohio 

Corn pany: Chesapeake Utilities Corporation, and its direct and indirect subsidiaries, as appropriate in the context of the 

disclosure 

Credit Agreement: The Credit Agreement dated October 8, 2015, among Chesapeake Utilities and the Lenders related to 

the Revolver 

Deferred Compensation Plan: A non-qualified, deferred compensation arrangement under which 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 cash bonuses, executive performance shares, and directors' retainers 

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 I 0:00 am to I 0:00am) falls above or below 65 degrees Fahrenheit 

Delaware Division: Chesapeake Utilities' natural gas distribution operation serving customers in Delaware 

Delmarva Peninsula: A peninsula on the east coast of the United States of America occupied by Delaware and portions 

of Maryland and Virginia 

DNREC: Delaware Department of Natural Resources and Environmental Control 

Dts/d: Dekatherms per day 

Eastern Shore: Eastern Shore Natural Gas Company, a wholly-owned natura l gas transmiss ion subsid iary of Chesapeake 

Utilities 

EGWIC: Eastern Gas & Water Investment Company, LLC, an affiliate of ESG 

Eight Flags: Eight Flags Energy, LLC, a subsidiary of Chesapeake OnSight Services, LLC, which owns and operates a 

CHP plant on Amelia Island, Florida 

EPA: United States Environmental Protection Agency 
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ESG: Eastern Shore Gas Company and its affiliates 

FASB: Financial Accounting Standards Board 
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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 

FGT: Florida Gas Transmission Company 

Flo-gas: Flo-gas Corporation, a wholly-owned subsidiary of 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 of America 

Gatherco: Gatherco, Inc., a corporation that merged with and into Aspire Energy on April I, 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 

Gulf Power: Gulf Power Company, an unaffiliated electric company that supplies electricity to FPU 

Gulfstream: Gulfstream Natural Gas System, LLC, an unaffiliated pipeline network that supplies natural gas to FPU 

HOD: Heating degree-day, which is a measure of the variation in weather based on the extent to which the daily average 

temperature (from I 0:00 am to I 0:00am) is below 65 degrees Fahrenheit 

J EA: The unaffiliated community-owned utility located in Jacksonville, Florida, formerly known as Jacksonville Electric 

Authority 

Lenders: P C, Bank of America N.A., Citizens Bank N.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 

MOE: Maryland Department of Environment 

MetLi fe: MetLife lnvesnnent Advisors, an institutional debt invesnnent management ftrm, with which we entered into the 

MetLife Shelf Agreement 

MetLi fe Shelf Agreement: An agreement entered into by Chesapeake Utilities and MetLife in March 2017 pursuant to 

which Chesapeake Utilities may request that MetLife purchase, through March 2, 2020, up to S !50 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 

MGP: Manufactured gas plant, which is a site where coa l was previously used to manufacwre gaseous fuel for industrial, 

commercial and residential use 

MWH: Megawatt hour, which is a unit of measurement for electricity 

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 in March 2017 pursuant to which 

Chesapeake Utilities may request that NYL purchase, through March 2, 2020, up to $100 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 
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OPT :S 90 Service: Off Peak S 90 Finn Transportation Service, a tariff associated with Eastern Shore's finn transportation 
service that enables Eastern Shore to forgo scheduling service for up to 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 

PESCO: Peninsula Energy Services Company, Inc., Chesapeake Utilities' wholly-owned natural gas marketing subsidiary 
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PNC: PNC Bank, National Association, the administrative agent and primary lender for our Revolver 

Prudential: Prudential Investment Management Inc., an institutional investment management finn , 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 Utili ties 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 that we may request Prudential to purchase under the 

Prudential Shelf Agreement 

PSC: Public Service Commission, which is the state agency that regulates the rates and 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 

contaminams from a MGP fonnerly owned by Chesapeake Utilities or FPU 

Rayonier: Rayonier Perfonnancc Fibers, LLC, the company that owns the property on which Eight Flags' CHP plant is 

located and that supplies electricity to FPU 

Retirement Savings Plan: Chesapeake Uti lities' qualified 40 I {k) retirement savings plan 

Revolver: Our unsecured revolving credit facility with the Lenders 
I 

Rights Plan: A plan designed to protect against abusive or coercive takeover attempts or tactics that are contrary to the 

best interests of Chesapeake Utilities' stockholders 

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 

SEC: Securities and Exchange Commission 

Senior Notes: Our unsecured long-tenn debt issued primarily to insurance companies on various dates 

Sharp: Sharp Energy, Inc., Chesapeake Utilities' wholly-owned propane distribution subsidiary 

SICP: 2013 Stock and incentive Compensation Plan 

TETLP: Texas Eastem Transmission, LP, an interstate pipeline interconnected with Eastem Shore's pipeline 

Xcron: Xeron, Inc., an inactive subs idiary of Chesapeake Utilities, which previously engaged in propane and crude oil 

trading 
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PART I- FINANCIAL INFORMATION 

Item 1. Financial Statements 

Chesapeake Utilities Corporation and Subsid iaries 

Condensed Consolidated Statements of Income (Unaudited) 

Three Months Ended Six Months Ended 

June 30, June 30, 

2017 2016 20 17 2016 

(mthousands. except shares and per share data) 

Operating Revenues 

Regulated Energy $ 70,996 $ 67,395 $ 168,650 $ 156,611 

Unregulated Energy and other 54,088 34,947 141 ,594 92,027 

Total Operating Revenues 125,084 102,342 310,244 248,638 

Operating Expenses 

Regulated Energy cost of sales 24,167 21,635 64,411 56,540 

Unregulated Energy and other cost of sales 40,505 22,934 101 ,260 56,958 

Operations 30,408 28,087 63,321 55,246 

Maintenance 3,403 2,904 6,634 5,383 

Gain from a settlement (130) (130) ( 130) (130) 

Depreciation and amortization 9,09-' 7,780 17,906 15,283 

Other taxes 3,97 1 3,390 8,501 7,236 

Total Operating Expenses 111 ,418 86,600 261,903 196,516 

Operating Income 13,666 15,742 48,341 52,122 

Other expense, net (607) (8) (884) (42) 

Interest charges 3,073 2,624 5,811 5,274 

In come Before Income Taxes 9,986 13, 110 41,646 46,806 

Income taxes 3,940 5,081 16,456 18,410 

Net Income $ 6,046 $ 8,029 $ 25,190 $ 28,396 

Weighted Average Common Shares Outstanding: 

Basic 16,3-'0,665 15,315,020 16,329,009 15,300,931 

Diluted 16,382,207 15,352,702 16,373,038 15,342,287 

Earnings Per Share of Common Stock: 

Basic $ 0.37 $ 0.52 $ 1.54 $ 1.86 

Diluted s 0.37 $ 0.52 s 1.54 $ 1.85 

Cash Dividends Declared Per Share of Comm on Stock s 0.3250 s 0.3050 s 0.6300 s 0.5925 

The accompanying notes are an integral part of these financial statements. 

- I 
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C hesa peake Utilities Corporation and Subsid iaries 

Condensed Consolidated Statements of Com prehensive Income (Unaudited) 

T hree Mouths Ended Six Months E nded 

J une 30, June 30, 

201 7 2016 2017 2016 

(in thousands} 

Net Income $ 6,046 $ 8,029 $ 25,190 $ 28,396 

Other Comprehensive (Loss) Income, net of tax: 

Employee Benefits, net of tax: 

Amortization of prior service cost, net of tax of$(8), 
$(8), $( 16) and $( 16), respectively (12) (12) (23) (24) 

Net gain, net of tax of $69, $67, $ 145 and $ 133, 
respectively 101 99 194 200 

Cash Flow I-f edges, net of tax: 

Unrealized (loss)/gain on commodity contract cash 
flow hedges, net of tax of $(554), $3 13, $(362) and 
$322, respectively (875) 496 (537) 496 

Total Other Com prehensive (Loss) Income (786) 583 (366) 672 

Comprehensive Income $ 5,260 $ 8,612 $ 24,824 $ 29,068 

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) 

June 30, December 31, 

Assets 2017 2016 

(in thousands, except shares and per share data) 

Property, Plant and Equipment 

Regulated Energy $ 1,038,929 $ 957,681 

Unregulated Energy 202,707 196,800 

Other businesses and eliminations 25,623 21,114 

Total property, plant and equipment 1,267,259 1,175,595 

Less: Accumulated depreciation and amortization (260,428) (245,207) 

Plus: Construction work in progress 44,556 56,276 

Net propetiy, plant and equipment 1,051 ,387 986,664 

Current Assets 

Cash and cash equivalents 2,419 4,178 

Accounts receivable (less allowance for uncollectible accounts of $862 and 
$909, respectively) 41,113 62,803 

Accrued revenue 11 ,812 16,986 

Propane inventory, at average cost 4,649 6,457 

Other inventory, at average cost 9,996 4,576 

Regulatory assets 7,167 7,694 

Storage gas prepayments 4,415 5,484 

Income taxes receivable 14,409 22,888 

Prepaid expenses 3,939 6,792 

Mark-to-market energy assets 229 823 

Other current assets 2,287 2,470 

Total current assets 102,435 141 ,151 

Deferred C harges and Other Assets 

Good'vvill 15,070 15,070 

Other intangible assets, net 1,664 1,843 

Investments, at fair value 5,952 4,902 

Regulatory assets 76,128 76,803 

Receivables and other defetTed charges 4,352 2,786 

Total deferred charges and other assets 103,166 101,404 

Total Assets $ 1,256,988 $ I ,229,219 

The accompanyiJlg notes are an integral part of these financial statements. 
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Chesapeake Utilities Corpora tion a nd Subsid ia ries 

Condensed Consolidated Ba la nce Sheets (Unaudited) 

Capitalization a nd Liabilities 

(111 thousands, except shares and per share data) 

Capita lization 

Stockholders' equity 

Preferred stock, par value $0.0 I per share (authorized 2,000,000 shares), no 
shares issued and outstanding 

Common stock, par value $0.4867 per share (authorized 25,000,000 shares) 

Additional paid-in capital 

Retained eamings 

Accumulated other comprehensive loss 

Deferred compensation obligation 

Treasury stock 

Total stockholders' equity 

Long-term debt, net of current maturities 

Total capitalization 

C urrent Liabilities 

Current portion of long-term debt 

Short-tenn borrowing 

Accounts payable 

Customer deposits and refunds 

Accrued inlerest 

Dividends payable 

Accrued compensation 

Regu Ia tory I iabi I ities 

Mark-to-market energy liabilities 

Other accrued liabilities 

Total current liabilities 

Deferred Credits and Other Liabilities 

Deferred income taxes 

Regulatory liabilities 

Environmental liabilities 

Other pension and benefit costs 

Deferred investment tax credits and other liabilities 

Total deferred credits and other liabilities 

Environmental and other commitments and contingencies (Note 4 and 5) 

Tota l C apitalization a nd Liabilities 

$ 

s 

June 30, 
2017 

7,955 

252,07 1 

206,896 

(5,244) 

3,336 

(3 ,336) 

461 ,678 

201,590 

663,268 

1 2, 12~ 

145,59 1 

52, 101 

30,725 

1,637 

5,312 

6,683 

5,609 

188 

12,084 

272,054 

234,716 

42,427 

8,457 

3 1,920 

4,146 

321,666 

1,256,988 

The accompanying notes are an integra I part of these financial statements. 
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December 3 1, 
201 6 

$ 

7,935 

250,967 

192,062 

(4,878) 

2,416 

(2,416) 

446,086 

136,954 

583,040 

12,099 

209,871 

56,935 

29,238 

1,312 

4,973 

10,496 

1,29 1 

773 

7,063 

334,05 1 

222,894 

43,064 

8,592 

32,828 

4,750 

312,128 

s 1,229,2 19 
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Chesapeake Utilities Corporation and Subsidia ries 

Condensed Consolidated Statements of Cash Flows (Unaudited) 

(111 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 

Reali7ed loss on commodity contracts/sale of assets/investments 

Unrealized loss/(gain) on investments/commodity contracts 

Employee bene !its 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 assets/liabilities. 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 

ct cash used in investing activities 

Financing Activities 

Common stock dividends 

Issuance of stock for Dividend Reinvestment Plan 

Tax "ithholding pa) mcnts related to net settled stock compensation 

Change in cash overdrafts due to outstanding checks 

Net (rcpa) mcnt) borro\\ ing under line of credit agreements 

Proceeds from issuance of long-term debt 

Repayment of long-term debt and capital lease obi igation 

Net cash used by financing activities 

Net (Decrease) Increase in Cash and Cash Equivalents 

Cash and Cash Equivalents- Beginning of Period 

$ 

Page 13 of96 

Six ~lonths Ended 

June 30, 

2017 2016 

25,190 $ 28,396 

17,906 15,283 

3,939 3,436 

12,034 6, 162 

2,223 664 

184 (42) 

8 19 760 

812 1,264 

(17) 24 

26,862 2.264 

(2,543) 663 

4,255 519 

2,129 2,878 

(280) (561) 

8,500 20,680 

1,487 399 

(3,876) (3.340) 

(3,254) {1,786) 

96,370 77.663 

(88,627) (72,783) 

185 89 

( 135) ( 177) 

(88,577) (72.871) 

(9,636) (8.453) 

421 429 

(692) (770) 

(2,370) 1.473 

(61,9 10) 5,166 

69,800 

(5,165) (2,226) 

(9,552) (4,38 1) 

(1,759) 411 

4,178 2,855 
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Cash and Cash Equivalents- End of Period $ 2,419 $ 3,266 --== 
The accompanying notes are an integral part of these financia l statements. 
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Tahlc of Cont('nts 

Chesapeake Utilities Corporation and Subsidiaries 

Condensed Consolidated Statements of Stockholders' Equity (Un audited) 

Common Stock <•J 

,\ccumulattd 
Additional Other 

(m thllll\fmd• l.'.nrpl <hart'.\ and Number of Par Paid-In Rrtaintd Comt~rrhrnsh e Oeferrtd Treasury 
fN' .1/ron! daru; Sharesm Value Capital Earnings Lo<s Compensation Stock 

Balance nt OecemiJI'r 31, 2015 15,270,659 s 7,432 s 190,31 1 s 166,235 s (5,840) s 1,883 s (1,883) s 

Netmcomc 44,675 

Other comprehensive income 962 

Dividend declared (S I 2025 per share) (18,848) 

Retirement savings plan nnd dtvidend 36,253 17 2.225 reinvestment plan 

Stoek rssuance ''' 960,488 467 56,893 

Share-based comrx:nsntron and ta~ 
benefit <'lCii 36,099 19 1.538 

Treasury stoek activmes 533 (533} 

Balance at December 31, 2016 16,303,499 7,935 250,967 192,062 (4,878) 2,416 (2,416) 

Net oncoonc 25,190 

Other coonprchcnsl\e loss (J66) 

Dt1 tdend declared (SO 6300 per shnr~) (10J56) 

Dtlldcnd rcmlcsuncnt plan 10.771 5 731 

Share-based compcnsauon and ta~ 
bcncfi1 '''''1 30.172 15 373 

Treasury stoel. aCt I\ tiles 920 (920) 

Balance at June 30, 2017 16,344,441 s 7,955 s 151,071 s 206,896 s (5,244) s 3,336 s (3,336) s 

'" 2,000,000 shares of preferred stock at $0.0 I par value has been authorized. None has been issued or is outstanding; accordingly, no 
information has been included in the statements of stockholders' equity. 

TotaJCI 

358,138 

44,675 

962 

(18,848} 

2,242 

57,360 

1,557 

446,086 

25,190 

(366) 

( 10,356) 

736 

388 

461,678 

(l) Includes 90,201 and 76,745 shares at June 30, 2017 and December 31, 2016, respectively, held in a Rabbi Trust related to our Deferred 
Compensation Plan. 
On September 22,2016, we completed a public offering ol'960,488 shares of our common stock at a price per share of$62.26. The net 
proceeds from the sale of common stock, afier deducting underwriting commissions and expenses, were approximately $57.4 million. 
Includes amounts for shares issued for Directors' compensation. 

,,, 

,,, 

"' The shares issued under the SICP arc net of shares withheld for employee taxes. For the six months ended June 30, 2017, and for the year 
ended December 31,2016, we withheld 10,269 and 12,031 shares, respectively, for Utxcs. 

The accompanying notes are an integral part of these financial statements. 
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NOTES TO CO~DE~ ED CO:-iSOLIDATED Fl~A~CIAL STAT E.\I ENT (U 'Al'DITED) 

1. 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 inforn1ation 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 I 0-K for the year ended December 3 1, 2016. In the opinion of management, these financial statements 
reflect normal recurring adjustments that are necessary fo r 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 quar1ers, when consumption of energy is 
highest due to colder temperatures. 

We reclassified certain amounts in the condensed consolidated statement of cash flows for the six months ended June 30, 
2016 to conform to the current year' s presentation. These reclassifications are considered immaterial to the overall 
presentation of our condensed consolidated financial statements. 

Subsequent Event 

On June 20, 2017, PESCO entered into an agreement to purchase certain operating assets of ARM Energy Management. 
These assets are used to provide natural gas supply and supply management services to commercial and industrial 
customers in Western Pennsylvania. The transaction was consummated on August I, 2017 and will not have a material 
impact on our financial results. 

FASB Statements and Otlter Authoritative Pron01mcements 

Recently Adopted Accounting Standards 

Inventory (ASC 330) - In Ju ly 20 15, the FASB issued ASU 20 15-11, Simplifying the Measurement of lnvenfOIY, Under 
this guidance, inventories arc 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, disposa l and transportation. We adopted ASU 
2015-11 on January I, 20 17 on a prospective basis. Adoption of this standard did not have a material impact on our 
financial position or results of operations. 

Recent Accounting 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 detern1ine 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 a 
number of disclosures regarding the nature, amount, timing, and uncertainty of revenue and the related cash flows. In 
March 2016, F ASB 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 I, 20 18. 

We arc in the process of evaluating our revenue sources and assessing the impact on our financial position, results of 
operations and cash flows. We expect this evaluation to be completed in the third quarter of 2017. In tandem, we have 
developed and documented accounting policies and position papers, which are intended to meet the requirements of this 
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new revenue recognition standard. We have also completed our plan to update our internal controls and make the 
necessary system and process changes. In the third quarter of2017, we will provide additional training to our employees 
and implement system and process changes that are associated with the adoption of the standard. We plan to utilize the 
modi tied retrospective transition method upon adoption of this standard. 
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Based on our current assessment, we believe that the implementation of this new standard wi ll not have a material impact 

on the amount and timing of revenue recognition except for one long-tenn contract for which we will delay the 

recognition of revenue of approximately $407,000 in 2018. Since we have not yet finalized our assessment, we will 

continue to monitor and subsequently disclose future identified material impacts, if any, in our quarterly report on Fonn 

10-Q for the third quarter of 2017. In addition, the AI CPA Power and Utilities Industry Task Force is addressing issues 

specific to our industry, including CIAC, and has concluded that CJAC is outside of the scope of this standard; 

accordingly, our Regulated Energy segment accounting for CIAC will not change as a result of ASC 606. 

Leases (ASC 842) - In February 20 16, the FASB issued ASU 2016-02, Leases. which provides updated guidance 

regarding accounting for leases. This update requires a Jessee 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 I, 2019, although early adoption is pcnnitted. 

We have assessed all of our leases and have concluded that a majority of our operating leases wou ld continue to fa ll within 

the category of operating leases; however, we may have some leases that qua lity for the short-term lease exception. We 

will record the right to use of assets and the lease liability related to the operating leases, but we do not believe that this 

will have a material impact on our financial position, results of operations and cash flows. During the third and fourth 

quarters of 2017, we intend to quantity the overall impact that may result from early adoption of the standard and 

implementation of the overall process. This guidance will be applied using the modified retrospective transition method 

for leases existing at, or entered into after, the beginning of the earliest comparative period presented in the financial 

statements. 

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 bow 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 I, 2018, although early 

adoption is pcrmined. We are assessing the impact of the adoption of this ASU on our statements of cash flows. 

Intangibles-Goodwill (ASC 350) - In January 2017, the F ASB issued ASU 2017-04, Simplifying the Test for Goodwill 

Impairment, which simpli fies how an entity is requ ired to test goodwill for impa irment by eliminating Step 2 from the 

goodwill impainnent test. ASU 20 17-04 will be effective for our annual and interim financial statements beginning 

January I, 2020, although early adoption is permitted. The amendments included in this ASU are to be applied 

prospectively. We are evaluating the effect of this ASU on our future financial position and results of operations. 

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 Retireme/11 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 dttring 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 I, 20 18, although early adoption is penn itted. 

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 on or after the effective date. We are evaluating the effect 

of this update on our future financial position and results of operations. 

Compensation - Stock Compensation (ASC 718)- In May 2017, the FASB issued ASU 2017-09, Scope of Modification 

Accounting, to clarity when to account for a change in the tenns 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 tenns or conditions of the award. The 

guidance is effective for our annual financial statements beginning January I, 2018, although early adoption is permitted. 

The amendments included in this standard are to be applied prospectively. We are evaluating the effect of this update on 

our future financia l position and results of operations. 
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2. Calculation of Earnings Per Share 

(in thousands, except shares and per share data) 

Calculation of Basic Earnings Per Share: 

Net Income 

Weighted average shares outstanding 

Basic Earnings Per Sha re 

Calculation of Diluted Earn ings Per Share: 

Reconciliation of Numerator : 

Net Income 

Reconciliation o f Den om ina tor: 

Weighted shares outstanding- Basic 

Effect of dilutive securities- Share-based 
compensation 

Adjusted denominator- Diluted 

Diluted Earnings Per Share 

3. Rates and Other Regulatory Activities 

Three Months Ended 

June 30, 

2017 2016 
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Six Months Ended 

June 30, 

2017 2016 

$ 6,046 $ 8,029 $ 25,190 $ 28,396 

16,340,665 15,315,020 16,329,009 1 5 ,300 ,~ 1 

$ 0.37 $ 0.52 s 1.54 $ 1.86 

$ 6,046 $ 8,029 25,190 28,396 

16,340,665 15,3 15,020 16,329,009 15,300,931 

41 ,542 37,682 44,029 41 ,356 

16,382,207 15,352,702 16,373,038 15,342,287 

$ 0.37 $ 0.52 s 1.54 $ 1.85 

Our natural gas and electric distribution operations in Delaware, Maryland and Florida are subject to regulation 
by their respective PSC; Eastem 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 natural gas distribution 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 a 
base rate increase and ce11ain other changes to its tariff. The De laware Division, Delaware PSC Staff, the 
Division of the Public Advocate and other intervenors met and reached a settlement agreement in November 
2016. The terms of the settlement agreement included an annual increase of$2.25 million in base rates. The order 
became final in December 20 I 6, and the new rates became effective Januruy 1, 2017. Amounts collected through 
interim rates in excess of the respective portion of the $2.25 million increase through December 31 , 20 I 6 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. 

Florida 

Cost Recove1y for the £/eel ric Interconnect Pro) eel: In September 2015, FPU's electric division filed to recover 
the cost of the proposed Florida Power & Light Company interconnect project through FPU's annual Fuel and 
Purchased Power Cost Recovery Clause filing. The interconnect project would enab le 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 Coutt. 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 will exclude the recovery of these costs from its 20 18 Fuel and 
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Purchased Power Cost Recovery Clause filing and plans to include this project for recovery in a limited 
proceeding. 

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 rerum on investment associated with an essential reliability and modernization 
project for its electric distribution system ("Modernization of Electric Distribution System Project"). We 
requested approval to invest approximately $59.8 million over a five-year period associated with the 
Modernization of Electric Distribution System 
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Project. In February 20 17, 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. 

Electric Limited Proceeding: In July 2017, FPU's electric division filed a pet1t10n with the Florida PSC 

requesting inclusion of certain capital projects in its rate base, and to adjust its base rates accordingly. These 

projects are designed to significantly improve the stability and outage response times for FPU's electric 

distribution system and potentially enable it to mitigate fuel costs for its electric customers through the Florida 

Power & Light Company interconnect project. 

Eastem Shore 

White Oak Mainline Expansion Project: In November 2014, Eastern Shore submitted an application to the FERC 

seeking authorization to construct, own and operate certain expansion fac ilities designed to provide 45 ,000 Dts/d 

of firm transportation service to an electric power generator in Kent County, Delaware (" White Oak Mainline 

Project"). Eastern Shore proposed to construct approximately 7.2 miles of 16-inch diameter pipeline looping in 

Chester County, Pennsylvania and increase compression capability at Eastern Shore's existing Delaware City 

compressor station in New Castle County, Delaware. ln ovember 20 15, Eastern Shore filed an amendment to 

this application, which indicated the preferred pipeline route and shortened the total miles of the proposed 

pipeline to 5.4 miles. 

In July 20 16, the FERC authorized Eastern Shore to construct and operate the proposed White Oak Mainline 
Project. As of the end of March 2017, the entire project was placed into service. The total cost to complete the 

project was approximately $41.0 million. 

System Reliability Project: In May 2015, Eastern Shore submitted an application to the FERC seeking 
authorization 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. Eastern Shore requested a predetennination of rolled-in rate treatment for the costs of the 

project. In July 20 16, the FERC granted Eastern Shore's pre-determination of rolled-in rate treatment absent any 

significant change in circumstances. 

In September 20 16, the FERC granted approval to start construction on all phases of the project. As of June 20 17, 

the entire project was placed into service. The cost of the project was approx imately $38.0 million. We will begin 

to recover the project's costs in August 20 17, coinciding with the proposed effectiveness of new rates, subject to 

refund pending final resolution of the base rate case. 

2017 Expansion Project: In May 2016. Eastern Shore subrnined a request to the FERC to initiate the pre-filing 

review procedures for Eastern Shore's 20 17 expansion project (the "20 17 Expansion Project"). The 20 17 

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. 

In May 2016, the FERC approved Eastern Shore's request to commence the pre-filing review process. Eastern 

Shore entered into Precedent Agreements with seven existing customers, including three affiliates of Chesapeake 

Utilities, for a total of 61, I 62 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 cenain Eastern Shore receipt 

faci lities. 

In December 20 16, Eastern Shore submitted an application for a certificate of public convenience and necessity 

seeking authorization to construct the expansion facili ties. Six of Eastern Shore's existing customers timely 

intervened to become panics. In February 2017, Eastern Shore submitted responses to the FERC staff's data 

requests. 

In May 2017, the FERC staff issued the environmental assessment and set fonh 22 environmental conditions with 

which Eastern Shore must comply. The FERC provided a 30-day comment period, which expired in June 2017. 
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Comments were timely submitted by four relevant state and federal agencies and two private parties. Eastern 
Shore submitted responses to all comments. 

In June 2017 and July 2017, the FERC issued requests for additional information related to a wetland area at the 
Jennersville Loop in Chester County, Pennsylvania. Eastem Shore submitted responses to both requests. The 
estimated cost of the 2017 Expansion Project is approximately $98.6 million. 

2017 Rate Case Filing: In Janua1y 2017, Eastern Shore filed a base rate proceeding with the FERC, as required 
by the tenns of its 20 12 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 retum on common equity of 13.75 percent. The filing 
includes incremental rates for the White Oak 
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Mainline Expansion project, which benefits a single customer. Eastern Shore is also proposing to revise its 
depreciation rates and negative salvage rate based on the results of independent, third-party depreciation and 

negative salvage value studies. The FERC issued a notice of the filing in January 2017, and the comment period 
ended in February 20 17. Fourteen parties intervened in the proceeding with six of those parties fi ling protests to 
various aspects of the filing. New rates were proposed to be effective on March I, 20 17; however, the FERC 
issued an order suspending the tariff rates for the usual five-month period. Eastern Shore has filed the requisite 
notice with the FERC to implement interim rates effective August l, 20 17. 

Eastern Shore has participated in several settlement conferences, in which the FERC staff has reviewed its 
proposals, and customers and interested parties have presented and discussed their positions. Another settlement 
conference is scheduled for August 30 and 31, 2017. 

4. Environmental Comm itments and Contingencies 

We are subject to federal , state and local laws and regulations governing environmental quality and pollution 
control. These Jaws and regulations require us to remove or remediate, at curTent 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. Those sites arc located in Salisbury, Maryland, Seaford, Delaware and Winter Haven, Key West, Pensacola, 
Sanford and West Palm Beach, Florida. We have also been discussing with the MOE another former MGP site 
located in Cambridge, Maryland. 

As of June 30, 2017, we had approximately $9.8 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 $10.8 million has been recovered as of June 30, 2017, leaving approximately $3.2 

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. 

West Palm Beach, Florida 

Remedial options are being evaluated to respond to environmental impacts to soil and groundwater at and in the 
immediate vicinity of a parcel of property owned by FPU in West Palm Beach, Florida, on which FPU previously 

operated a MGP. FPU is implementing a remedial plan approved by the FDEP for the east parcel of the site, which 
includes installation of monitoring test wells, sparging of air into the groundwater system and extraction of vapors 
from the subsurface. In January 2016, FDEP conducted a facility inspection and found no problems or 
deficiencies. 

We expect that similar remedial actions will ultimately be implemented for other portions of the site. Estimated 
costs of remediation for the West Palm Beach site range from approximately $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 

FPU is the current owner of property in Sanford, Florida, which was a former MGP site that was operated by 
several other entities before FPU acquired the property. FPU was never an owner or an operator of the MGP at this 
site. In January 2007, FPU and the Sanford Group signed a Third Participation Agreement, which provides for the 
funding of the final remedy approved by the EPA for the site. FPU's share of remediation costs under the Third 
Pa11icipation Agreement is set at five percent of a maximum of $13.0 million, or $650,000. As of June 30, 2017, 
FPU has paid $650,000 to the Sanford Group escrow account for its entire share of the funding requirements. 
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In December 2014, the EPA issued a preliminary close-out report, documenting the completion of all physical 
remedial construction activities at the Sanford site. Groundwater monitoring and statutory five-year reviews to 
ensure performance of the approved remedy will continue on this site. The total cost of the final remedy is 
estimated to be over $20.0 million, which includes long-term monitoring and the settlement of claims asserted by 
two adjacent property owners to resolve damages that the property owners allege they have incurred and will incur 
as a result of the implementation of the EPA-

- II 

https://www.sec.gov/ Archives/edgar/data/19745/000 1628280 17007969/cpk063020 171 0-... 11/20/2017 



Document Page 25 of96 

Table or CorllCIII\ 

approved remediation. In settlement of these claims, members of the Sanford Group, which in this instance does 
not include FPU, have agreed to pay specified sums of money to the parties. FPU has refused to participate in the 
funding of the third-party settlement agreements based on its contention that it did not contribute to the release of 
hazardous substances at the site giving rise to the third-party claims. FPU has advised the other members of the 
Sanford Group that it is unwilling at this time to agree to pay any sum in excess of the $650,000 committed and 
paid by FPU in the Third Participation Agreement. The Sanford Group has not requested that FPU contribute to 
costs beyond the originally agreed upon $650,000 contribution. 

As of June 30, 2017, FPU's remaining remediation expenses, including attomeys' fees and costs, are estimated to 
be $24,000. However, we are unable to determine to a reasonable degree of certainty whether the other members 
of the Sanford Group will accept FPU's asserted defense to liability for costs exceeding $13.0 million to 
implement the final remedy for this site, as provided for in the Third Participation Agreement, or will pursue a 
claim against FPU for a sum in excess of the $650,000 that FPU has paid pursuant to the Third Participation 
Agreement. No such claims have been made as of June 30, 20 17. 

Winler /Iaven, Florida 

The Winter I Iaven site is located on the eastem shoreline of Lake Shipp, in Winter Haven, Florida. Pursuant to a 
consent order entered into with FDEP, we are obligated to assess and remediate environmental impacts at this 
former MGP site. Groundwater monitoring results have shown a continuing reduction in contaminant 
concentrations from the sparging system, which has been in operation since 2002. In September 2014, FDEP 
issued a letter approving shutdown of the sparging operations on the north em portion of the site, contingent upon 
continued semi-annual monitoring. 

Groundwater monitoring results from testing conducted in April 2017 indicated that natural attenuation default 
criteria were met at all but two wells, and were submitted in a letter report to FDEP in June 2017. FDEP issued a 
comment letter dated June 15, 2017 requesting additional delineation of the plume in the southwest comer. We 
plan to install an additional well at the southwest comer of the property and to continue monitoring groundwater 
quality while operating the bio-sparge system. 

We estimate that future remediation costs for the subsurface soils and groundwater at the site should not exceed 
$425,000, which includes an estimate of $100,000 to implement additional actions, such as institutional controls, 
at the site. 

FDEP previously indicated that we could also be required to remediate sediments along the shoreline of Lake 
Shipp, immediately west of the site. Based on studies performed to date, and our recent meeting with FDEP, we 
be lieve that corrective measures for lake sediments are not warranted and will not be required by FDEP; therefore, 
we have not recorded a liabil ity for sediment remediation. 

Seaford, Delaware 

In December 2013, the DNREC notified us that it would be conducting a facility evaluation of a former MGP site 
in Seaford, Delaware. In a report issued in January 2015, DNREC provided the evaluation, which found several 
compounds within the groundwater and soil that required further investigation. In September 2015, DNREC 
approved our application to enter this site into the voluntary cleanup program. A remedial investigation was 
conducted in December 2015, which resulted in DNREC requesting additional investigative work be performed 
prior to approval of potential remedial actions. In December 2016, additional on-site wells were installed, 
developed and sampled pursuant to a September 2016 request from DNREC. The results of the sampling event and 
proposed future activities were submirted to DNREC in April 2017. We estimate the cost of potential remedial 
actions, based on the findings of the D REC report, to be between $273,000 and $465,000. 

Cambridge, Ma1yland 

We arc discussing with the MOE a fom1er MGP site located in Cambridge, Maryland. The outcome of this marter 
cannot be determined at this time; therefore, we have not recorded an environmental liability for this location. 
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5. Other Com mitments and Contingencies 

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 natural gas distribution operations 
entered into asset management agreements with PESCO to manage a portion of their natural gas transportation 
and storage capacity. The agreements were effective as of April I, 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. 

In May 2013, Sandpiper entered into a capacity, supply and operating agreement with EG WIC to purchase 
propane over a six-year term ending in May 2019. Sandpiper's current annual commitment is estimated at 
approximately 2.9 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 20 13, 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 annual commitment is estimated at approximately 2.9 million gallons. The agreement between 
Sharp and EGWIC is separate from the agreement between Sandpiper and EGW IC, and neither agreement 
pem1its the panics to set off the rights and obligations specified in one agreement against those specified in the 
other agreement. 

Chesapeake Utilities' Florida natural gas distribution division has fim1 transportation service contracts with FGT 
and Gul fstream. 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 Gu lfstream 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 JEA requires FPU to comply with the following ratios based on 
the results of the prior 12 months: (a) total liabilities to tangible net worth less than 3.75 times and (b) a fixed 
charge coverage ratio greater than 1.5 times. If either ratio is not met by FPU, it has 30 days to cure the default 
or, provide an irrevocable letter of credit if the default is not cured. 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. Fai lure 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 June 30, 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 to Rayonier pursuant to a separate 20-year contract. The CI IP plant is powered by natural 
gas transported by FPU through its distribution system and Peninsula Pipeline through its intrastate pipeline. 

Corporate Gllftrrmtees 

We have issued corporate guarantees to certain of our subsidiaries' vendors, the largest of which is PESCO. 
These corporate guarantees provide for the payment of propane and 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 June 30, 2017 was approximately 
$57.2 million, with the guarantees expiring on various dates through June 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 rno1tgage bonds approximate their cany ing values (see Note 13, Long-Term Debt, for further details). 
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Letters of Credit 

As of June 30. 2017, we have issued letters of credit totaling approximately $5.8 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, and to our current and previous primary insurance carriers. These letters of 
credit have various 
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expiration dates through June 2018. There have been no draws on these letters of credit as of June 30, 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. 

Other 

We arc involved in certain other legal actions and claims arising in the normal course of business. We are also 

involved in certain legal and administrative proceedings before various governmental agencies concerning rates. 

In the opinion of management, the ultimate disposition ofthese proceedings will not have a material effect on our 

consolidated financial position, results of operations or cash flows. 

6. Segment Inform ation 

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. The segments are evaluated based on their pre-tax operating income. Our 

operations are comprised of two reportable segments: 

Regulated Energy. The Regulated Energy segment 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. The Unregulated Energy segment 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 31, 2017, this segment also included the operations of 

Xeron, our propane and crude oil trading subsidiary that began winding down operations at the end of 

the first quarter of2017. Lastly, this segment also includes other unregulated energy services, such as 

energy-related merchandise sales and heating, ventilation and air conditioning, plumbing and electrical 

services. 

Other operations are presented as "Other businesses and eliminations," which consist of unregulated subsidiaries 

that own real estate leased to Chesapeake Utilities, as well as certain corporate costs not allocated to other 

operations. 

Our operations are entirely domestic. 
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The fol lowing table presents financia l information about our reportable segments: 

Three Months Ended Six Months Ended 

J une 30, June 30, 

2017 2016 2017 2016 

(in thousands) 

Operating Revenues, Unaffil iated Customers 

Regulated Energy segment $ 68,815 $ 66,590 $ 165,261 $ 155,483 

Unregulated Energy segment and other 
businesses 56,269 35,752 144,983 93,154 

Total operating revenues, unaffiliated customers $ 125,084 $ 102,342 $310,244 $248,637 

Intersegment Revenues <•> 

Regulated Energy segment $ 2,18 1 $ 805 $ 3,389 $ 1,128 

Unregulated Energy segment 6,780 1,052 10,791 1, 165 

Other businesses 159 240 387 466 

Total intersegment revenues $ 9,120 $ 2,097 $ 14,567 s 2,759 

Operating Income 

Regulated Energy segment $ 13,730 $ 15,226 $ 36,747 $ 39,545 

Unregulated Energy segment (38) 412 11,492 12,347 

Other businesses and eliminations (26) 104 102 230 

Total operating income 13,666 15,742 48,341 52,122 

Other expense, net (607) (8) (884) (42) 

Interest 3,073 2,624 5,811 5,274 

Income before Income Taxes 9,986 13 , 110 41,646 46,806 

Income taxes 3,940 5,081 16,456 18,410 

Net Income $ 6,046 $ 8,029 $ 25,190 $ 28,396 

<u All significant intersegment revenues arc billed at market rates and have been el iminated from consolidated operating revenues. 

December 3 1, 

{in thousands) June30,201 7 2016 

Identifiable Assets 

Regulated Energy segment $ 1,025,745 $ 986,752 

Unregulated Energy segment 202,730 226,368 

Other businesses and e liminations 28,513 16,099 

Total identifiable assets $ 1,256,988 $ 1,229,2 19 
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7. Stockholder 's Eq uity 

Preferred Stock 

We had 2,000,000 authorized and unissued shares of preferred stock, $0.01 par value per share, as of 
June 30, 2017 and December 31, 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, 
de term in e. 

Common Stock Public Offering 

In September 2016, we completed a public offering of 960,488 shares of our common stock at a publ ic 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-te1m debt under unsecured lines of credit. 

Stockholders' Rigllts 

Pursuant to authority granted under Delaware law and our Certificate of Incorporation, our Board of 
Directors previously dec.lared a dividend of one preferred stock purchase right (each, a "Right," and, collectively, 
the "Rights") for each outstanding share of our common stock held of record on September 3, 1999, as adjusted 
for our stock split in September of 2014, and for additional shares of common stock issued since that time. The 
description and terms of the Rights are set forth in the Rights Plan. Unless exercised, the Rights trade with our 
common stock and are evidenced by the common stock certificate. Tn general, each Right will become 
exercisable and trade independently from our common stock upon a person or entity acquiring a beneficial 
ownership of 15 percent or more of our outstanding common stock. 

Each Right, if it becomes exercisable, initially entitles the holder to purchase one fiftieth of a share of 
our Series A Participating Cumulative Preferred Stock, par value $0.0 I 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) will 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. The Rights expire on 
August 20, 2019, unless they are redeemed earlier by us at the redemption price of $0.01 per Right. We may 
redeem the Rights at any time before they become exercisable and thereafter only in limited circumstances. 

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 contracts, designated as commodity contracts cash tlow hedges, are the 
components of our accumu lated comprehensive income (loss). 

The following tables present the changes in the balance of accumulated other comprehensive loss for the six 
months ended June 30, 2017 and 2016. All amounts are presented net of tax. 

Defined Benefit Comm odity 

Pension and Contracts 

Postretirement Cash Flow 

Plan Hems Hedges Total 

(in thousands) 

As of December 3 I, 20 16 $ (5,360) $ 482 $ (4,878) 

Other comprehensive (loss)/ income before 
reclassifications (9) 837 828 

Amounts reclassified from accumulated other 
comprehensive (loss)/ income 180 (1,374) (1 ,194) 

Net current-period other comprehensive 
(loss)/ income 171 (537) (366) 
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Defined Benefit Com modity 

Pension and Contracts 

Postretirement Cash Flow 

Plan Items Hedges Total 

(in thousands) 

As of December 31, 2015 $ (5,580) $ (260) $ (5,840) 

Other comprehensive income before 
reclassifications 525 525 

Amounts reclassified from accumulated 
other comprehensive loss 176 (29) 147 

Net prior-period other comprehensive income 176 496 672 

As of June 30, 2016 $ (5,404) $ 236 $ (5, 168) 

The following table presents amounts reclassified out of accumulated other comprehensive loss for the three and 
six months ended June 30, 2017 and 2016. Deferred gains or losses for our commodity contracts cash flow 
hedges are recognized in earnings upon settlement. 

(in thousands} 

Amortization of defined benefit pension and 
postretirement plan items: 

Prior service credit tJl 

Net loss(l l 

Total before income taxes 

lncome tax benefit 

Net of tax 

Gains and losses on commodity contracts cash 
flow hedges 

Propane swap agreements <2l 

Natural gas futures l2l 

Total before income taxes 

Income tax (expense) benefit 

Net of tax 

Total reclassifications for the period 

$ 

$ 

s 

$ 

Three Months Ended 

June 30, 

2017 

20 $ 

(170) 

(150) 

61 

(89) $ 

77 $ 

631 

708 

(273) 

435 

346 $ 

2016 

20 $ 

(166) 

( 146) 

58 

(88) $ 

$ 

211 

211 

(81) 

130 

42 $ 

Six Months Ended 
June 30, 

2017 20 16 

39 $ 40 

(339) (333) 

(300) (293) 

120 117 

(180) $ (176) 
--~-.:..._ 

465 $ (322) 

1,781 359 

2,246 37 

(872) (8) 

1,374 29 

1,194 $ (147) 

'" These amounts arc included in the computation of net periodic costs (benefits). See Note 8. Employee Benefit Plans, for additional details. 
'11 These amounts arc included in U1e eiTects of gains and losses J'rom derivative instruments. See Note II , Derivative lnstrumems, 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 and call options 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. 

8. Employee Benefit Plans 
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Net periodic benefit costs for our pension and post-retirement benefits plans for the three and six months ended 
June 30, 20 17 and 2016 are set forth in the following tables: 
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Chesapeake FPU 
Chesapeake FJ> ll Chesapeake J>ostrctircmcnt Medical 
Pension Plan Pension Pian SERJ> Plnn Plan 

For the Three Months Ended June 
30. 2017 2016 20 17 2016 2017 2016 20 17 2016 20 17 2016 

---- - - -- ------
(in thousands) 

Interest cost s 103 $ 105 s 624 $630 s 22 $ 23 s II $ II s 13 $ 14 

Expected return on plan assetS (127) (131) (700) (701) 

Amortizauon of prior servtce crcdtt (20) (20) 

Amortization of net loss 106 103 131 128 22 22 17 17 
- - -- -- -- -- -- --

Net periodic cost (benefit) 82 77 ss 57 44 45 8 8 13 14 

Amortization of pre-merger 
regulatory asset 191 191 2 2 

- - -- - - ---- ---- --
Total periodic cost $ 82 $ 77 $ 246 $248 s 44 s 45 s 8 $ 8 s IS $ 16 

== = = ~== 

Chesapeake FP 
Chesapeake FPU Chesapeake Postretirement ~ l edical 

Pension Plan Pension Plan ERP Plan Plan 

For the ix Months Ended J une 30, 2017 20 16 2017 20 16 2017 2016 20 17 20 16 20 17 2016 --- --- -- -- -- ------
(in thousands) 

Interest cost 206 $ 210 1,247 $1.259 s 44 $ 46 $ 21 $ 21 $ 26 $ 28 

Expected return on plan assets (254) (26 1) (1,399) ( 1.402) 

Amortization of prior service credit (39) (40) 

Amortization of net loss 213 206 262 257 44 44 32 34 
--- --- -- -- -- ---- --

Net periodic cost (benefit) 165 155 11 0 114 88 90 14 15 26 28 

Amortization of pre-merger 
regulatory asset 381 381 4 4 --- --- -- -- -- ----
Total periodic cost s 165 $ 155 s 491 s 495 s 88 $ 90 14 $ 15 s 30 s 32 

==-=== == = = ==== = = ======= 

We expect to record pension and postretirement benefit costs of approximately $1.6 mill ion for 2017. Included in 
these costs is approximately $769,000 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 $1.7 

million and approximately $2.1 million at June 30, 2017 and December 31, 2016, respectively. 

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 Ut ilities' operations is recorded to accumulated other comprehensive loss. 

The following tables present the amounts included in the regu latory asset and accumulated other comprehensive 
loss that were recognized as components of net periodic benefit cost during the three months ended June 30,2017 

and 2016: 

- 18 
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Ches:tpeake FPU Chesapenke FPll 

For the Three Months Ended June 30, Pension Pension Chesapeake Postretirement .\ledicnl 

20 17 Plan Plan ERP J>lan Plan Total 

(m thousands) 

Prior service credit $ $ $ $ (20) $ $ (20) 

Net loss 106 131 22 17 276 

Total recognized in net periodic 
benefit cost 106 131 22 (3) 256 

Recognized from accumulated 
other comprehensive loss <•> 106 25 22 (3) 150 

Recognized from regulatory asset 106 106 

Total $ 106 $ 131 $ 22 $ (3) $ $ 256 

Chesapeake FPU Chesapeake FPU 

For the Three .\lonths Ended June Pension Pension Chesapeake l'ostretiremenl \ledical 

30.2016 l'lan Plan SERP Plan Plan Total 

(111 thousands) 

Prior service credit $ $ $ $ (20) $ $ (20) 

Net loss 103 128 22 17 270 

Total recognized in net 
periodic benefit cost 103 128 22 (3) 250 

Recognized from accumulated 
other comprehensive loss <II 103 24 22 (3) 146 

Recognized from regulatory 
asset 104 104 

Total s 103 s 128 s 22 $ (3) $ $ 250 

Chesapeake FPU Chesapeake FPl l 

For the ix i\lonths Ended June 30, Pension Pension Chesapcnkc Postretirement ~ l edical 

20 17 Pla n Plan SERP Plan Plan Total 

(mlilousands) 

Prior service credit $ $ $ $ (39) $ $ (39) 

Net loss 213 262 44 32 551 

Total recognized in net 
periodic benefit cost 213 262 44 (7) 512 

Recognized from accumulated 
other comprehensive loss (IJ 213 50 44 (7) 300 

Recognized from regulatory 
asset 212 212 

Total s 213 s 262 $ 44 $ (7) $ s 512 
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For the Sh .\ lonths Ended June 30. 
2016 

(in 1housands) 

Prior service credit 

et loss 

Total recognized in net 
periodic benefit cost 

Recognized from accumulated 
other comprehensive loss <•> 

Recognized from regulatory 
asset 

Chesapeake FPU 
Pension Pension Chesapeake 

Plan Plan ERP 

s $ s 
206 257 44 

206 257 44 

206 49 44 

Chesapeake 
Postretirement 

Plnn 

s (40) $ 

34 

(6) 

(6) 

FPU 
~l edical 

Plan 

Page 36 of96 

Totnl 

$ (40) 

541 

501 

293 

208 

Total $ 

208 

206 $ 257 $ 44 $ (6) $ $ 50 I 
=== 

" See Note 7. S1ockholder's F:qm1y. 

During the three and six months ended June 30, 20 17, we contributed approximately $119,000 and $ 167,000, 

respectively, to the Chesapeake Pension Plan and approximately $1.2 million and $1.5 million, respectively, to 

the FPU Pension Plan. We expect to contribute a total of approximately $746,000 and approximately $3.0 million 

to the Chesapeake Pension Plan and FPU Pension Plan, respectively, during 2017, 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 and six 

months ended June 30, 20 I 7, were approximately $38,000 and approximately $76,000, respectively. We expect 

to pay total cash benefits of approximately S I 51,000 under the Chesapeake Pension SERP in 2017. Cash benefits 

paid under the Chesapeake Postretirement Plan, primarily for medical claims for the three and six months ended 

June 30, 20 I 7, were approximately $17,000 and approximately $65,000, respectively. We estimate that 

approximately $83,000 will be paid for such benefits under the Chesapeake Postretirement Plan in 20 I 7. Cash 

benefits paid under the FPU Medical Plan, primarily for medical claims for the three and six months ended 

June 30, 2017, were approximately $18,000 and approximately $36,000, respectively. We estimate that 

approximately $129,000 will be paid for such benefits under the FPU Medical Plan in 2017. 

9. Investments 

The investment balances at June 30, 20 17 and December 31, 20 16, consisted of the following: 

(m lhousamlf) 

Rabbi trust (associated with the Deferred Compensation Plan) 

Investments in equity securities 

Total 

$ 

s 

June 30, 
2017 

5,930 $ 

22 

5,952 

December 31, 
2016 

4,881 

2 1 

4,902 

We classify these investments as trading securities and report them at their fair value. For the three months ended 

June 30, 20 I 7 and 2016, we recorded a net unrealized gain of S I 8 I ,000 and $7 I ,000, respectively, in other 

income (expense), net in the condensed consolidated statements of income related to these investments. For the 

six months ended June 30, 20 I 7 and 2016, we recorded an unrealized gain of approx imately $433,000 and 

approximately $53.000, respectively, in other income (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 month for the gains and losses incurred by the investments in the Rabbi Trust. 
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10. 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 
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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 and six months ended June 30, 2017 and 2016: 

Three Months Ended Six Months Ended 

June 30, June 30, 

2017 2016 2017 2016 

(m thousands) 

A wards to non-employee directors $ 136 $ 145 $ 271 $ 310 

A wards to key employees 37 470 541 954 

Total compensation expense 173 615 812 1,264 

Less: tax benefit (70) (248) (327) (509) 

Share-based compensation amounts included in net 
income s 103 s 367 s 485 s 755 

Non-employee Directors 

Shares granted to non-employee directors arc issued in advance of the directors' service periods and arc fully 

vested as of the grant date. 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 service as a director through the 20 18 

Annual Meeting of Stockholders. 

A summary of the stock activity for our non-employee directors during the six months ended June 30, 2017 is 

presented below: 

Wci~hted Avera~c 

~umber of hares Fair Value 

Outstanding- December 3 I, 20 16 $ 

Granted 

Vested 

Outstanding- June 30, 2017 

7,515 $ 71.80 

(7,515) _$ ____ 7_1.8_0 

$ 

At June 30, 2017, there was approximately $448,000 of unrecognized compensation expense related to these 

awards. This expense will be recognized over the directors' remaining service period ending April 30, 2018. 

Key Employees 

The table below presents the summary of the stock activity for awards to key employees for the six months ended 

June 30, 2017: 

Weighted Average 
Number of Shares Fair \'alue 

Outstanding- December 31, 20 16 I 15,091 $ 5 I .85 

Granted 52,355 $ 67.47 

Vested (32,926) $ 38.88 

Expired (I ,878) $ 39.97 

Outstanding- June 30, 2017 132,642 s 54.13 
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In February and May 2017, our Board of Directors granted awards of 52,355 shares of common stock to key 

employees under the SlCP. The shares granted in February and May 20 17 are multi-year awards that will vest at 

the end of the three-year service period ending December 31, 2019. All of these stock awards are earned based 

upon the successful achievement of long-tem1 goals, growth and financial results, which comprise both market­

based and perfomance-based conditions or targets. The fair value of each perfomance-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. 
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At the election of certain of our executives, in March 2017, we withheld shares with a value at least equivalent to 

each such executive's minimum statutory obligation for applicable income and other employment taxes, remitted 

the cash to the appropriate taxing authorities, and paid the balance of such shares to each such executive. We 

withheld 10,269 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. 

At June 30,2017, the aggregate intrinsic value of the SICP awards granted to key employees was approximately 
$9.9 million. At June 30, 2017, there was approximately $3.3 million of unrecognized compensation cost related 

to these awards, which is expected to be recognized from 2017 through 2019. 

S tock Options 

We did not have any stock options outstanding at June 30, 2017 or 2016, nor were any stock options issued 

during these periods. 

II. Der ivative Instruments 
We use derivative and non-derivative contracts to engage in trading activities and manage risks related to 

obtaining adequate supplies and the price nuctuations of nan.ral 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. Our propane distribution and natural gas marketing operations may also enter into fair value hedges 

of their inventory or cash now hedges of their future purchase commitments in order to mitigate the impact of 

wholesale price nuctuations. As of June 30, 2017, our natural gas and electric distribution operations did not have 

any outstanding derivative contracts. 

Hedging Activities in 2017 
In 2017, Sharp entered into swap agreements to mitigate the risk of nuctuations in wholesale propane index 

prices associated with 6.3 million gallons expected to be purchased from July 2017 through September 2018. 

Under the swap agreements, Sharp will receive the difference between the index prices (Mont Belvieu prices in 

July 2017 through September 20 18) and the swap prices of $0.5975 and $0.7025 per gallon, to the extent the 

index prices exceed the swap prices. If the index prices are lower than the swap price, Sharp will pay the 

difference. We accounted for these swap agreements as cash now hedges, and there is no ineffective portion of 

these hedges. At June 30, 2017, the swap agreements had a fair va lue asset of approximately $30,000 and a fair 

value liability of approximately $177,000. 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 other 

specific customers. These contracts have a two-year term, and we have accounted for them as cash now hedges. 

There is no ineffective portion of these hedges. 1\t June30, 20 17, PESCO had a total of2.6 million Dts hedged 

under natural gas futures contracts, with a liabil ity fair value of approximately S II ,000. The change in fair value 

of the natural gas futures contracts is recorded as unrealized gain (loss) in other comprehensive income (loss). 

The impact of PESCO's financial instruments that have not been designated as hedges on our condensed 
consolidated financial statements for the six months ended June 30, 2017 was S 127,000, which was recorded as 

an increase in gas costs and is associated with 243,000 Dts of natural gas. This presentation does not rencct the 

expected gains or losses arising from the underlying physical transactions associated with these financia l 

instruments. 

Hedging Activities in 20/6 
In 2016, Sharp entered into swap agreements to mitigate the risk of nuctuations in wholesale propane index 

prices associated with 4.8 million gallons expected to be purchased through September 2017, of which 720,000 

gallons were outstanding at June 30, 2017. Under the swap agreements, Sharp will receive the difference between 

the index prices (Mont Belvieu prices in October 20 16 through September 20 17) and the swap prices of $0.5225 
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and $0.5650 per gallon, to the extent the index prices exceed the swap prices. If the index prices are lower than 
the swap price, Sharp will pay the difference. We accounted for these swap agreements as cash flow hedges, and 
there is no ineffective portion of these hedges. At June 30, 20 17, the remaining swap agreements had a fair value 
asset of approximately $67,000. The change in the fa ir value of the swap agreements is recorded as unrealized 
gain (loss) in other comprehensive income (loss). 

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 2016-20 17 heating season. The put option expired without being exercised because the propane prices did not 
fa ll below the strike 
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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 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 had 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 June 30, 2017, these contracts have all 
expired and are no longer reported on the balance sheet. 

Commodity Contracts for Trading Activities 
Shortly after the first quarter of 20 I 7, 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 June 30, 2017, Xeron 

had no outstanding contracts that were accounted for as derivatives. 

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 June 30, 20 17 and December 31 , 
20 16, are as follows: 

(111 thousands) 

Derivatives not designated as hedging 
instruments 

Propane swap agreements 

Put options 

Derivatives designated as cash now 
hedges 

Natural gas futures contracts 

Propane swap agreements 

Total asset derivatives 

(mthousands) 

Derivatives not designated as hedging 
instruments 

Propane swap agreements 

Natural gas futures contracts 

Asset Derivatives 

Balance heel Location 

Mark-to-market energy 
assets 

Mark-to-market energy 
assets 

Mark-to-market energy 
assets 
Mark-to-market energy 
assets 

Fnir Vnluc As Of 

December 31, 
JuncJO, 201 7 2016 

$ 4 $ 8 

9 

128 113 

97 693 

s 229 $ 823 

Liability Dcrivntivcs 

Balance heel Location 

Mark-to-market energy 
liabilities 

Mark-to-market energy 
liabilities 

s 

Fair Value As Of 

June 30, 
2017 

December 31, 
20 16 

177 $ 

II 773 
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Total liability derivatives $ 188 $ 773 ----
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The effects of gains and losses from derivative instruments on the condensed consolidated financial statements 

are as follows: 

AnHJIIIII of Gain (Loss) on Derivatives: 

for I he Three For I he ix l\lonchs 
Months Ended June Ended June 30, 

Location of Gain 30. 

(m thousands) (Loss) on Deriva ti\'CS 201 7 2016 2017 2016 

Derivatives not designated as hedging 
instruments 

Realized gain on forward contracts 
and options 0> Revenue $ $ 88 $ 112 $ 275 

Unrealized gain on forward 
contracts t•> Revenue 2 

Natural gas futures contracts Cost of sales ~97 621 

Propane swap agreements Cost of sales (4) 

Derivatives designated as fair value 
hedges 

Put /Call option <2> Cost of sales $ (9) 73 

Natural gas futu res contracts Natural Gas Inventory (233) (233) 

Derivatives designated as cash now 
hedges 

Propane swap agreements Cost of sales 77 465 (364) 

Propane swap agreements 
Other Comprehensive 

(2 18) 23 (775) 23 
Income (Loss) 

Natural gas futures contracts Cost of sales 63 1 2 11 1,781 359 

Natural gas futures contracts 
Other Comprehensive 

{1,2 11 ) 786 (124) 472 
Income (Loss) 

Total s (22~) $ 876 $2,067 $ 607 

'" All of the rcali7ed and unrealized gain on forward contracts reprcscms the effect of trading accivitics on our condensed consolidaced 

SI31Cillents of 111COI11C. 

" As a fair \aluc hedge wi1h no mcffccch·e ponion, che unrealized gains and losses assoc•a«cd "ilh lhis call oplion arc recorded in cos1 of 

sales. o1Tse1 b) 1he correspond1ng change in lhe value of propane 111\'entory (hedged ucm). '' hich is also recorded in cost of sales. The 

amounts in cost of sales offset to 1.cro, and the unrcalitcd gains and losses of lhis put opt1on effecti,•ely changed the value of propane 

inventory. 

12. Fair Value of Financial Instruments 

GAAP establishes a fair value hierarchy that prioritizes the inputs to valuation methods used to measure fair 

value. The hierarchy gives the highest priori ty to unadjusted quoted prices in active markets for identical assets or 

liabilities (Level I measurements) and the lowest priority to unobservable inputs (Level 3 measurements). The 

three levels of the fair value hierarchy are the following: 

Level I: 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 tem1 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 
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The following table summarizes 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 June 30, 2017 and 
December 31, 20 16: 
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As of June30, 1017 

( i111housands) 

Assets: 

Investments- equity securities 

Investments- guaranteed income fund 

Investments- mutual funds and other 

Total investments 

Mark-to-market energy assets, incl. natural 
gas futures contracts and swap agreements 

Total assets 

Liabilities : 

Mark-to-market energy liabi lities including 

Fair Value 

s 22 $ 

630 

5,300 

5,952 

229 

s 6,181 s 

natural gas futures contracts $ 188 $ 

As of December J l , 1016 

(in lhousands) 

Fair \'alue 

Assets: 

Investments-equity securities 

Investments- guaranteed income fund 

Investments- mutual funds and other 

Total investments 

Mark-to-market energy assets, incl. natural 
gas futures contracts and swap agreements 

Total assets 

Liabilities: 

Mark-to-market energy liabilities including 

s 

s 

natural gas futures contracts $ 

21 s 
561 

4,320 

4,902 

823 

5,725 $ 

773 $ 
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Fair Vnluc .\teasurements l \ing: 

Quoted- Significant-
Prices- in Other 

Active Observable 
Markets Inputs 
(Level I) (Levell) 

Significant 
Unobscrvnblc 

Inputs 
(Level 3) 

22 $ $ 

630 

5,300 

5,322 630 

229 ----
5,322 s 229 s 630 

==== 

-$ 188 $ 

Fair \'nlue Measurements l ' sing: 

Quoted- Significant-
Prices- in Other Significant 

Active Observable l ' nobscrvnblc 
.\larkcts Inputs Inputs 
(Level I) (Levell) (Levcl3) 

21 $ $ 

561 

4,320 

4,341 561 

823 

4,341 s 823 $ 561 
==== 

- $ 773 s 

The following valuation techniques were used to measure the fair value of assets and liabilities in the tables 

above: 

Level I 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 - mutua/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. 

Level 2 Fair Value Measurements: 

Mark-to-market energy assets and liabilities - The fair values of forward contracts are measured using market 

transactions in either the listed or OTC markets. The fair va lue of the propane put/call options, swap agreements 

https://www.sec.gov/ Archives/edgar/data/19745/000 1628280 17007969/cpk063020 171 0-... 11 /20/2017 



Document Page 47 of96 

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 fimd - The fair values of these investments are recorded at the contract value, 
which approximates their fair value. 
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The following table sets forth the summary of the changes in the fair value ofLevel 3 investments for the six 

months ended June 30, 20 17 and 2016: 

(i111ho11sands) 

Beginning Balance 

Purchases and adjustments 

Transfers 

Distribution 

Investment income 

Ending Balance 

s 

$ 

Six Months Ended 
June 30, 

2017 201 6 

561 $ 

65 

4 

630 $ 

279 

112 

88 

(8) 

4 

475 

Investment income from the Level 3 investments is reflected in other income (expense) in the accompanying 

condensed consolidated statements of income. 

At June 30, 2017, there were no non-fi nancial assets or liabilities required to be repor1ed at fair value. We review 

our non-financial assets for impainnent at least on an annual basis, as required. 

Otlter Fimmcial 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 I measurement). The fair value 

of short-tenn debt approximates the carrying value due to its short maturities and because interest rates 

approximate current market rates (Level 3 measurement). 

At June 30, 2017, long-tenn debt, including current maturities but excluding a capital lease obligation, had a 

carrying value of approximately $211.4 million. This compares to a fair value of approximately $223.9 million, 

using a discounted cash flow methodology that incorporates a market interest rate based on published corporate 

borrowing rates for debt instruments with similar tenns and average maturities, and with adjustments for 

duration, optionality, and risk profile. At December 31, 2016, long-term debt, including the current maturities but 

excluding a capital lease obligation, had a carrying value of approximately S 145.9 million, compared to the 

estimated fair value of approximately $161.5 million. The valuation technique used to estimate the fair value of 

long-tenn debt would be considered a Level 3 measurement. 
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13. Long-Term Debt 

Our outstanding long-term debt is shown below: 

J une 30, December 3 1, 

(in thousands) 2017 2016 

FPU secured first mortgage bonds <ll : 

9.08% bond, due June 1, 2022 $ 7,980 $ 7,978 

Uncollateralized senior notes: 

6.64% note, due October 3 I, 2017 2,727 2,727 

5.50% note, due October 12,2020 8,000 8,000 

5.93% note, due October 31,2023 19,500 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 2,777 3,47 1 

Less: debt issuance costs (467) (291) 

Total long-term debt 213,714 149,053 

Less: current maturities (12,124) (12,099) 

Total long-term debt, net of current maturities $ 201,590 $ 136,954 

111 FPU secured first mortgage bonds are guaranteed by Chesapeake Utilities. 

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 S 150.0 million of our 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 ShelfNotes will be determined at the time of purchase. 

In May 2016, Prudential confirmed and accepted our request that Prudential purchase $70.0 million of 3.25 

percent Prudential Shelf Notes, which were issued on April21, 2017. The proceeds received from this issuance of 

Prudential Shelf otes 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. 

The Prudential Shelf Agreement sets forth certain business covenants to which we are subject when any 

Prudential Shelf Note is outstanding, including covenants that lim it or restrict our ability, and the ability of our 

subsidiaries, to incur indebtedness, or place or pennit liens and encumbrances on any of our property or the 

property of our subsidiaries. 

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 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 detem1ined at the time of purchase. As of June 30, 2017, no unsecured senior debt has been issued under 

the MetLife and NYL Shelf Agreements. 
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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 I 0-K for the year ended December 31, 2016, 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. These statements are subject to many risks, uncertainries and other important factors 

that could cause actual results to differ materially from those expressed in the forward-looking statements. Such factors 

include, but arc not limited to: 

state and federal legis lative and regulatory initiatives (including deregulation) that affect cost and investment 

recovery, have an impact on rate structures and affect the speed at, 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 timing of certificate authorizations associated with new capital projects; 
changes in environmenta l and other laws and regu lations 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; 
industrial, commercial and residential growth or contraction in our markets or service territories; 

the weather and other natural phenomena, including the economic, operational and other effects of hurricanes, ice 

storms and other damaging weather events; 
the timing and extent of changes in commodity prices and interest rates; 
the ability to establish and maintain key supply sources; 
the effect of spot, forward and future market prices on our various energy businesses; 
the effect of competition on our businesses; 
the capital-intensive nature of our regulated 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 ability to construct facilities at or below estimated costs and within projected time frames; 
the creditworthiness of counterparties with which we are engaged in transactions; 
the results of financing efforts, including our ability to obtain financing on favorable tern1s, 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 resu lt of a merger, acquisition or divestiture, and the success of the business 

fo llowing a merger, acquisition or divestiture; 
the impact on our cost 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 tim ing and success of technological improvements; 
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risks related to cyber-attacks that could disrupt our business operations or result 1n failure of information 
technology systems; and 
the impact of significant changes to current tax regulations and rates. 
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Introduction 

We are a diversified energy company engaged, directly or through our 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-tenn growth strategy. 

The key elements of this strategy include: 

executing a capital investment program in pursuit of growth opportunities that generare returns equal to or 

greater rhan our cost of capiral; 
expand ing our energy distribution and transmission businesses organically as well as into new geographic areas; 

providing new services in our current service territories; 
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. 

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 

normally highest due to colder temperatures. 

The following discussions and those elsewhere in this Quarterly Report on Form 10-Q on operating income and segmelll results mc/ude 

the use of the term "gross margin". which is determined by deducting the cost of sales from operating revenue. Cost of sales includes 

the purchased cost of natural gas, electricity and propane tmd the cost of labor spent on direct revenue-producing activities, and 

excludes depreciation, amortization and accretion. Gross margin should not be considered an altemative to operating income or net 

income, which are determined in accordance with GAAP. IVe believe that gross margin, although a non-GAAP measure. is useful and 

meaningful to llll'es/Qrs as a basis for making investment decisions. lt provides im·estors with information that demonstrates the 

profitability achiew?d by us under our allowed rates for regulated operations and under our competitil'f! pricing struc/1/re for non­

regulated segme111s Our management uses gross margin in measuring its business units· performance and has historically analy:ed 

and reported gross margin information publicly. Other companies may calculate gross margin in a di./fere/11 manner. 

Unless othe11vise noted, earnings per share information is presemed on a diluted basis. 
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Res ults of Operations for the Three and Six Months ended June 30, 2017 

Overview and Highlights 

Page 54 of96 

Our net income for the quarter ended June 30, 2017 was $6.0 million, or $0.37 per share. This represents a decrease of 

$2.0 million, or $0.15 per share, compared to net income of S8.0 million, or S0.52 per share, reported for the same quarter 

in 2016. Operating income decreased $2.1 million for the three months ended June 30, 2017. 

(m thousands except per share} 

Business Segment: 

Regulated Energy segment 

Unregulated Energy segment 

Other businesses and eliminations 

Operating Income 

Other expense, net 

lnterest charges 

Pre-tax Income 

Income taxes 

Net Income 

Earnings Per Share of Common Stock 

Basic 

Diluted 

Three Months Ended 

June 30, 

201 7 2016 

$ 13,730 $ 15 ,226 

(38) 412 

(26) 104 

s 13,666 s 15,742 

(607) (8) 

3,073 2,624 

9,986 13, 110 

3,940 5,081 

s 6,046 s 8,029 

Increase 

(decrease) 

$ ( 1,496) 

(450) 

(130) 

$ (2,076) 

(599) 

449 

(3, 124) 

(1,141) 

s (1,983) 

$ 

$ 

0.37 $ 0.52 $ 

0.37 $ 0.52 $ 

(0.15) 

(0. 15) 

https://www.sec.gov/ Archives/edgar/data/19745/000 1628280 17007969/cpk063020 171 0-... II /20/2017 



Document Page 55 of 96 

- 30 

https://www.sec.gov/Archives/edgar/data/19745/000 1628280 17007969/cpk063020 171 0-... 11/20/2017 



Document Page 56 of96 

T:tblc nf Content\ 

Key variances, between the second quarter of20 17 and the second quarter of 20 16, included: 

Pre-ta x Net Earnings 

(m thousands, except per share data) Income Income Per Share 

Second Quarter of20 16 Reported Results $ 13,110 $ 8,029 s 0.52 

Adj usting for unusual ite ms: 

Weather impact (675) (409) (0.03) 

Wind-down of Xeron operations (35 1) (213) (0.0 1) 

( I ,026) (622) (0.04) 

Increased (Decreased) G ross Margins: 

Eight Flags' CliP plant* 2, 128 1,289 0.08 

GRIP* 532 322 0.02 

Service expansions* 478 289 0.02 

Natural gas marketing (450) (272) (0.02) 

Natural gas growth (excluding service expansions) 325 197 0.01 

Pricing amendments to Aspire Energy's long-tenn agreements 271 164 0.01 

3,284 1,989 0.12 

Increased Other Operating Expenses: 

lligher depreciation, asset removal and property tax costs due to new 
capital investments (I ,337) (810) (0.05) 

Eight Flags' operating expenses (1,260) (763) (0.05) 

Higher starting and associated costs (976) (591) (0.04) 

Higher outside services and facilities maintenance costs (335) (203) (0.0 1) 

Higher regulatory expenses (295) (179) (0.0 1) 

(4,203) (2,546) (0.16) 

Interest charges (449) (272) (0.02) 

Change in other expense (253) ( 153) {0.01) 

Net other changes (477) (379) (0.02) 

( I, 179) (804) (0.05) 

EPS impact of increase in outstanding shares due to September 2016 
offering (0.02) 

Second Quarter of2017 Reported Resul ts s 9,986 s 6,046 s 0.37 

•Sec the Major Projects and Initiatives table. 
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Our net income for the six months ended June 30, 2017 was S25.2 million, or $1.54 per share. This represents a decrease 
of $3.2 million, or $0.31 per share, compared to net income of $28.4 million, or $1.85 per share, reported for the same 
period in 2016. Operating income decreased $3.8 million for the six months ended June 30, 2017. 

Six Months Ended 

June 30, Increase 

2017 2016 (decrease) 

(m thousands except per share) 

Business Segment: 

Regulated Energy segment $ 36,747 $ 39,545 $ (2,798) 

Unregulated Energy segment 11 ,492 12,347 (855) 

Other businesses and eliminations 102 230 ( 128) 

Operating Income $ 48,341 $ 52, 122 $ (3,78 1) 

Other expense, net (884) (42) (842) 

Interest charges 5,8 11 5,274 537 

Pre-tax Income 41 ,646 46,806 (5,160) 

Income taxes 16,456 18,410 (1,954) 

Net Income $ 25,190 $ 28,396 $ (3,206) 

Earn ings Per Share of Common Stock 

Basic $ 1.54 s 1.86 s (0.32) 

Diluted s 1.54 s 1.85 s (0.31) 
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Key variances, between the six months ended 20 17 and the six months ended 20 16, included: 

Pre-tax Net Earnings 

(111 thousands. except per share daw) Income Income Per Share 

Six Months Ended June 30, 2016 Reported Res ults S46,806 $28,396 $ 1.85 

Adjusting for unus ua l items: 

Weather impact (1,363) (825) (0.05) 

Wind-down ofXeron operations (886) (536) (0.03) 

(2,249) (1,36 1) (0.08) 

Increased (Decreased) Gross Margins: 

Eight Flags' CHP plant* 4,424 2,676 0.17 

Natural gas marketing 1,704 1,03 1 0.07 

Service expansions* 1,237 748 0.05 

GRIP* 1,213 734 0.05 

Natural gas growth (excluding service expansions) 1,130 683 0.04 

Pricing amendments to Aspire Energy's long-term agreements 844 510 0.03 

Implementation of Delaware Division new rates* 417 252 0.02 

Lower retail propane margins (305) (184) (0.0 1) 

10,664 6,450 0.42 

Increased Other Operating Expenses: 

Higher depreciation, asset removal and property tax costs due to new 
capital investments (2,696) (I ,631) (0.1 1) 

Eight Flags' operating expenses (2,528) (I ,529) (0. 10) 

Higher payroll expense (2,219) (I ,342) (0.09) 

Higher outside services and facilit ies maintenance costs (2,054) (1,243) (0.08) 

Higher benefits and other employee-related expenses (1,966) ( I, 189) (0.08) 

Higher regulatory expenses (664) (40 1) (0.03) 

(12,127) (7 ,335) (0.49) 

Interest charges (537) (325) (0.02) 

Change in other expense (476) (288) (0.02) 

Net other changes ( -t35) (347) (0.02) 

(1,448) (960) (0.06) 

EPS impact of increase in outstanding shares due to September 20 16 
offering (0.10) 

Six Months Ended June 30,2017 Reported Results $41,646 $25,190 $ 1.54 

•Sec the Major Projects and Initiatives table. 
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Summary of Key Factors 

Major Projects and Initiatives 

Page 6 1 of96 

The following table summarizes gross margin for our major projects and initiatives recently completed and initiatives 

currently undeJWay, but which will be completed in the future. Gross margin renccts operating revenue less cost of sales, 

excluding depreciation, amortization and accretion (dollars in thousands): 

~lajor Projects and lniti:Hives 
Recently Completed 

Capital Investment Projects 

Settled Delaware Divasion Rate 
Case 

Total i\tajor Projects and 
Initiatives Recently Completed 

Future Mnjor Projects and 
Initiatives 

Capitallmcstment Projects 

2017 Eastern Shore System 
Expansion 

Northwest Florida Expansion 

Eastern Shore System 
Rchabalny '" 

Total Future ~lajor Projects 
and Initiatives 

Total 

Three Months Ended 

June 30, 

2017 2016 Variance 
------

$ 9,601 $6,463 $ 3,138 

425 555 (130) ------
10,026 7,0 18 3,008 ------

- - -
- - -

- - ---- --
- - -------

$10,026 $7,018 $ 3,008 ------------

Gross Margin for the Period 

Six Mon ths Ended Year Ended 

June 30, December 31 , Estimate for 

2017 2016 Variance 2016 20 17 2018 2019 
--- ----- - ---- -----

$ 18,922 $12,049 s 6.873 $ 29,819 $35.393 $32,125 $33,035 

1,295 878 417 1,487 2,250 2,250 2,250 
--- ----- ----- -----

20.217 12,927 7.290 31,306 37,643 34,375 35,285 
--- ----- ----- -----

- - - - 126 9,3 13 15,799 

- - - - - 3,970 5,100 

- - - - 1,875 .t.500 4,500 
---- ---- ----- -----

- - - - 2,001 17,783 25,399 
--- ---- ---- ----

$20,217 $12,927 s 7,290 $ 31,306 $39,644 $52,158 $60,684 
- -- ----- = -----

"' In January 2017, Eastern Shore filed a rate case \\ilh the FERC The outcome of the rate case is not kno\\n at !his time. Sec Note 3, Ra1esond01her 

Regulmory Acuvwes, for addauonal mformauon This table assumes recovery in the rate case of the costs of the S}Stcm Rchabality Project only. as 

discussed in further detail below. 

Major Projects and Initiatives Recently Completed 

The following table summarizes gross margin generated by our major projects and initiatives recently completed (dollars 

in thousands): 

Capitnl lnvcstmcnt Projects: 

Servke £lpHnsions: 

Short-term contracts 
(DeJa,, arc) 

Long-term contraclS 
(Delaware) 

Total Service Expansions 

Florida GRIP 

Eight Flags' Cli P Plant 

Total Capital lnyestment Projects 

Three Months Ended 

June 30, 

2017 20 16 Variance --- --

$ 1,194 $2,648 $ (1,454) 

2,387 455 1,932 --- --
3.581 3,103 478 ------
3,341 2,809 532 

2,679 551 2,128 ------
9,601 6,463 3,138 ------

Gross Margin for the Period I l l 

Six ,\lonths Ended Year Ended 

June 30, December 31 , Estimate ror 

2017 201 6 Variance 2016 2017 20 18 20 19 
--- ----- ----- -----

s 3,857 $ 5,191 $ (1.334) $ 11,454 s 5,689 $ 1,407 s 1.407 

3,481 9 11 2,570 1,815 7,611 7,605 7,583 
--- ----- ---

7,338 6,102 1,236 13,269 13,300 9,012 8,990 
--- ---- ---

6,609 5,396 1,213 11.552 13,727 14,407 15,085 

4.975 551 4,424 4.998 8,366 8,706 8,960 
--- ---- ---

18,922 12,049 6,873 29,819 35,393 32,125 33,035 --- --- - --
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etllcd Del a\\ are Division Rate 
Case 

To1111 ;\lajor Projects and 
Initiatives Recently Completed 

Page 62 of96 

425 555 (130) 1.295 878 417 1,487 2,250 2,250 2,250 

$10,026 $7,0 18 s 3,008 $20.217 $12,927 $ 7.290 s 31 ,306 $37,643 $34,375 $35,285 
=:===:::::::==;;:i:==:=::=~d --- - -

'11 Docs not include gross margin of$3.5 m1llion and $9.3 mill ion for !he three and six months ended June 30,2017. respeclively. and $ 13.9 mill ion for 
!he year ended December 31, 20 16, which consists primarily of gross margin auribulablc to Aspire Energy for !hose periods. The acquisillon of Aspire 

Energy was previously disclosed as a major projcc1; however, !he gross margin anribulable lo Aspire Energy is no longer included in !his table. 
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Service Expansions 
In August 2014, Eastern Shore entered into a precedent agreement with an electric power generator in Kent County, 
Delaware, to provide, upon the satisfaction of certain conditions, a 20-year natural gas transmission service for 45,000 
Dts/d deliverable to the lateral serving the customer's facility. In July 2016, the FERC authorized Eastern Shore to 
construct and operate the project, which cons}sts of 5.4 miles of 16-inch pipeline looping and new compression capability 
in Delaware. Eastern Shore provided interim services to this customer pending construction of facilities. Construction of 
the project is complete, and long-term service commenced in March 20 17, pursuant to a 20-year OPT 90 ~ service 
agreement. This service generated an additional gross margin of $106,000 during the six months ended June 30, 2017 
compared to the same period in 2016. There was no incremental margin change during the second quarter as the margin 
generated from the pennanent services equated to the margin generated from providing interim services during the second 
quarter of 2016. This service is expected to generate gross margin of $7.0 million for 2017 and between $5.8 mill ion and 
$7.8 million annually through the remaining term of the agreement. 

In October 20 15, Eastem Shore submitted an application to the FERC to make certain meter tube and control valve 
replacements and related improvements at its TETLP interconnect facilities, wh ich would enable Eastem Shore to increase 
natural gas receipts from TETLP by 53,000 Dts/d, for a total capacity of 160,000 Dts/d. In December 2015, the FERC 
authorized Eastern Shore to proceed with this project, which was completed and placed in service in March 2016. 
Approximately 35 percent of the increased capacity has been subscribed on a short-term firm service basis through 
October 2017. This service generated an additional gross margin of $540,000 and $1.2 million for the three and six 
months ended June 30, 2017, respectively, compared to the same periods in 2016. The remaining capacity is available for 
finn or interruptible service. 

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 inception of the program in August 2012, we have invested $108.1 million to replace 240 miles of 
qualifying distribution mains, including $5.2 million during the first six months of 2017. The increased investment in 
GRIP generated additional gross margin of $532,000 and $1.2 million for the three and six months ended June 30, 2017, 
respectively, compared to the same periods in 2016. 

Eight Flags' CHP plant 
In June 2016, Eight Flags completed construction of a CHP plant on Amelia Island, Florida. This CHP plant, which 
consists of a nawral-gas-fired turbine and associated electric generator, produces approximately 20 MWH of base load 
power and includes a heat recovery steam generator capable of providing approximately 75,000 pounds per hour of 
residual steam. In June 2016, Eight Flags began selling power generated from the CliP plant to FPU, pursuant to a 20-year 
power purchase agreement for distribution to its retail electric customers. In July 20 16, it also started sell ing steam to the 
industrial customer that owns the prope1ty on which Eight Flags' CliP plant is located, pursuant to a separate 20-year 
contract. 

The CHP plant is powered by natural gas transported by FPU and by Peninsula Pipeline. For the three and six months 
ended June 30, 2017, Eight Flags and orher affiliates of Chesapeake Utilities generated $2.1 million and S4.4 million, 
respectively. in additional gross margin as a result of these services. This amount includes gross margin of $43,000 and 
$535,000 for the three and six months ended June 30, 2017, respectively, attributable to natural gas distribution and 
transportation services provided to the CHP plant by Chesapeake Utilities' regulated affiliates. 

Major Projects ami Initiatives Currently Underway 

Northwest Florida Expansion Project: Peninsula Pipeline and Chesapeake Utilities' Florida natural gas division are 
constructing a pipeline in Escambia County, Florida that will interconnect with FGT's pipeline. The project consists of 33 
miles of 12-inch transmission line from the FGT interconnect that will be operated by Peninsula Pipeline and 8 miles of 
8-inch lateral distribution lines that will be operated by Chesapeake Utilities' Florida natural gas division. We have entered 
into agreements to serve two industrial customers. The estimated annual gross margin associated with this project, once in 
service, is approximately $5.1 million. 
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2017 Expansion Project: ln May 20 16, Eastern Shore submitted a request to the FERC to initiate the FERC's pre-filing 
process for its proposed 20 17 Expansion Project. This project, which will expand Eastern Shore's firm service capacity by 
26 percent, will provide 6 I, 162 Dts/d of additional firm natural gas transpo1tation service on Eastern Shore's pipeline 
system with an additional 52,500 Dts/d of firm transportation service at certain Eastern Shore receipt facil ities pursuant to 
precedent agreements Eastern Shore entered into with seven ex isting customers including three affiliates of the Company. 
Faci lities requ ired to provide this new service will consist of: (i) approximately 23 miles of pipeline looping in 
Pennsylvania, Maryland and Delaware; (ii) upgrades to existing metering faci lities in Lancaster County, Pennsylvania; 
(i ii) installation of an additional 3,750-horsepower compressor unit at Eastern Shore's existing Daleville compressor 
station in Chester County, Pennsylvania; and (iv) approximately 17 miles of new mainline extension and two pressure 
control stations in Sussex County, Delaware. The project wi ll generate approximately 
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$15.8 million of gross margin in the first full year after the new transpor1ation services go into effect. The estimated 

investment in this expansion project is $98.6 million. 

System Reliability Project: In July 2016, the FERC authorized Eastern Shore to construct and operate its System 

Reliability Project, which consists 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 Bridgeville compressor station in Sussex 

County, Delaware. A 2.5 mile looping segment was completed and placed into service in December 2016. The remaining 

looping and the new compressor were completed and placed into service in the second quarter of2017. This project was 

included in Eastern Shore's January 2017 base rate case filing with the FERC. We have assumed recovery ofthis project's 

costs beginning in August 2017, coinciding with the proposed effectiveness of new rates, subject to refund pending final 

resolution of the base rate case. We expect to generate approximately $4.5 million in annual gross margin once new rates 

go into effect. 

Other major factors influencing gross margin 

Weather ami Consumption 

Wanner temperatures in 2017 had a negative impact on our earnings. As compared to the prior year, wanner temperatures 

during 2017 reduced gross margin for the quarter and six months ended June 30, 2017 by $675,000 and $1.4 million, 

respectively, compared to the same periods in 2016. Warmer than nonnal temperatures for the quarter and six months 

ended June 30,2017, reduced gross margin by $1.1 million and $4.3 million, respectively, compared to the same periods 

in 2016. The following table sum marizes H DD and COD variances from the I 0-year average II DD/CDD ("Normal") for 

the three and six months ended June 30, 2017 and 2016. 

HDD and CDD Information 

Three Months 
Ended Six Months Ended 

June 30, June 30, 

20 17 2016 Variance 2017 2016 Variance 

Delmarva 

Actual HOD 288 485 (197) 2,2-t6 2,579 (333) 

I 0-Year Average HOD ("Delmarva Nonnal") 429 452 (23) 2,783 2,854 (7 1) 

Variance from Delmarva Norma l (141) ..,.., 
.>.> (537) (275) 

Florida 

Actual HOD 13 9 4 298 514 (216) 

10-Year Average HOD ("Florida Nonnal") 19 19 602 553 49 

Variance from Florida Nonnal (6) (10) (304) (39) 

Ohio 

Actual HOD 508 766 (258) 2,992 3,557 (565) 

10-Year Average HOD ("Ohio Normal") 637 630 7 3,774 3,762 12 

Variance from Ohio Nonnal (129) 136 (782) (205) 

Florida 

Actual CDD 935 986 (5 1) 1,080 1,113 (33) 

10-Year Average CDD ("Florida COD 
Norma l") 955 948 7 1,037 1,025 12 

Variance from Florida COD Normal (20) 38 43 88 

Propane prices 

Lower retail propane margins per gallon for our Delmarva and Florida propane distribution operations decreased gross 

margin by $23,000 and $305,000 for the three and six months ended June 30, 2017, respectively, of which $8,000 and 
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$204,000 is associated with the Delmarva operations. We continue to assume nom1al levels of margins in our long-term 
financial plans and forecasts. 
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PESCO 

PESCO provides natural gas supply and supply management services to residential, commercial, industrial and wholesale 
customers. PESCO operates primarily in Florida, on the Delmarva Peninsula, and in Ohio. PESCO competes with 
regulated utilities and other unregulated third-pa11y marketers to manage natural gas supplies directly to residential, 
commercial and industrial customers through competitively-priced contracts. PESCO docs not currently own or operate 
any natural gas transmission or distribution assets but sells gas that is delivered to retail or wholesale customers through 
affiliated and non-affiliated local distribution company systems and transmission pipelines. 

In 2017, our Delmarva natural gas distribution operations entered into asset management agreements with PESCO to 
manage a portion of their natural gas transportation and storage capacity. The asset management agreements were 
effective April I, 2017, and each has a three-year term, expiring on March 31 , 2020. As a result of these agreements, 

PESCO manages capacity on regional pipelines as well as third-party storage contracts for our Delmarva natural gas 
distribution operations in conjunction with PESCO's asset management services. 

For the three months ended June 30, 2017, PESCO's gross margin decreased by $450,000, due primarily to the absence of 
a supplier agreement that expired on March 31, 2017 and was not renewed due to our expectation of lower margins. For 

the six months ended June 30, 2017, PESCO generated additional gross margin of $1.7 million compared to the same 
period in 2016, as a result of revenues from the supplier agreement as well as additional customers in Florida, partially 
offset by lower margin in the Mid-Atlantic region. The timing of the deliveries ofnatura1 gas under the supplier agreement 
did not coincide with the payment of storage and pipeline fees . PESCO delivered the highest volumes during the first 
quarter of20 17, while fixed storage and pipeline fees were paid over the entire twelve-month term of the agreement. 

Xerou 

As disclosed previously, our management determined that there was no viable strategy to restore Xeron to profitability in 
the near term and, accordingly, wound up Xeron's operations shortly after the first quarter of 2017. We recorded $522,000 
and $1.1 mi llion in pre-tax losses from Xeron in the three and six months ended June 30, 20 17, respectively, driven 

primarily by non-recurring employee severance costs and costs associated with the tennination of leased office space in 
llouston, Texas. We do not anticipate incurring any additional costs that will have a material impact associated with 
winding down Xeron's operations. With the wind-down of Xeron, the operating loss generated in the laner half of 2016 
will be avoided later this year. 

Other atural Gas Growth - Distribution Op erations 

In addition to service expansions, the natural gas distribution operations on the Delmarva Peninsula generated $128,000 
and $649,000 in additional gross margin for the three and six months ended June 30, 2017, respectively, compared to the 
same periods in 2016, due to an increase in residential, commercial and industrial customers served. The average number 
of residential customers on the Delmarva Peninsula increased by 3.6 percent and 3.8 percent during the three and six 
months ended June 30, 2017, respectively, compared to the same periods in 2016. The natural gas distribution operations 
in Florida generated $328,000 and $804,000 in additional gross margin for the three and six months ended June 30, 2017, 
respectively, compared to the same periods in 2016, due primarily to an increase in commercial and industrial customers 

in Florida. 

Regulatory Proceedings 

Delaware Division Rate Case 

In December 2016, the Delaware PSC approved a settlement agreement as recommended by the Hearing Examiner's 
report. The settlement agreement, among other things, provided for an increase in our Delaware division revenue 
requirement of $2.25 million and a rate of return on common equity of 9.75 percent. The new authorized rates went into 
effect on January I, 2017. Any amounts collected through 2016 interim rates in excess of the respective portion of the 

$2.25 million were refunded to the ratepayers in March 2017. 

Eastern Shore Rate Case 

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 
mill ion resulting in an overall requested revenue increase of approximately $18.9 m iII ion and a requested rate of return on 
common equity of 13.75 percent. The filing includes incremental rates for the White Oak Mainline Expansion project, 
which benefits a single customer. Eastem Shore is also proposing to revise its depreciation rates and negative salvage rate 
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based on the results of independent, third-party depreciation and negative salvage value studies. The FERC issued a notice 
of the tiling in January 20 17, and the comment period ended in February 2017. Fourteen parties intervened in the 
proceed ing, with six of those parties filing protests to various aspects of the fi ling. The FERC issued an order suspending 
the effectiveness of the proposed tariff rates for lhe usual five-month period. A settlement conference was held on July 27, 
2017, in wh ich the parties reviewed the latest proposals and further discussed 
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their positions. Another settlement conference is scheduled for August 30 and 31. 2017. Eastern Shore has filed the 

requisite notice with the FERC to implement interim rates effective August I, 2017. 

Investing for Future Growth 

To support and continue our growth, we have expanded, and will continue to expand, our resources and capabilities. 
Eastern Shore has expanded, and has announced significant additional expansions to its transmission system, and is 

therefore increasing its staffing. We requested recovery of most of Eastern Shore's increased staffing costs in its 20 17 rate 
case. Growth in non-regulated 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 assist in developing additional initiatives, resources have been added 
in our corporate shared services departments. For the three and six months ended June 30, 2017, our staffing and 

associated costs increased by $976,000 and $4.2 million, or five percent and 12 percent, respectively, compared to the 
same periods in 2016. We arc prudently managing the pace and magnitude of the investments being made while ensuring 
that we appropriately expand our human resources and systems capabilities to capitalize on future growth opportunities. 
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Regulated Energy Segment 

For the quarter ended June 30, 2017 compared to the q uarter ended June 30, 2016 

Three Months Ended 

June 30, Increase 

2017 2016 (decrease) 

(in thousands) 

Revenue $ 70,996 $ 67,395 $ 3,601 

Cost of sales 24,167 2 1,635 2,532 

Gross margin 46,829 45,760 1,069 

Operations & maintenance 22,763 21,301 1,462 

Depreciation & amortization 7,142 6,267 875 

Other taxes 3,194 2,966 228 

Other operating expenses 33,099 30,534 2,565 

Operating income $ 13,730 $ 15,226 $ (1,496) 

Operating income for the Regulated Energy segment for the three months ended June 30, 20 17 was $ 13.7 million, a 
decrease of$1.5 million compared to the same period in 2016. The decreased operating income resulted from increased 
gross margin of$1.1 million offset by an increase in operating expenses of$2.6 million. Of the total $2.6 million increase 
in operating expenses, $1.5 million is associated with Eastern Shore's recent growth and planned future growth. 

Gross Margin 

Items contributing to the quarter-over-quatter increase of $1.1 million, or 2.3 percent, in gross margin are listed in the 
fol lowing table: 

Gross margin fo r the three months ended June 30, 2016 

Factors contributing to the gross margin increase for the three months ended June 30, 20 l 7: 

Additional Revenue from GRJP in Florida 

Service Expansions 

Customer Consumption - Weather and Other 

Natural Gas Growth (Excluding Service Expansions) 

Other 

Gross margin for the three months ended June 30, 20 17 

$ 

$ 

45,760 

532 

478 

(355) 

325 

89 

46,829 

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. 

Additional Revenue from GRIP in Florida 

Increased investment in GRIP generated additiona l gross margin of $532,000 for the three months ended June 30, 20 17, 
compared to the same period in 20 16. 

Service Expansions 

Increased gross margin of $4 78,000 was generated primarily from shott-tenn firm service that commenced in March 20 16, 
fo llowing 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. This 
short-term firm service generated $540,000 of incremental margin. The remain ing capacity is available for firm or 
intetTUptible service. 
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Customer Consumption- Weather and Other 

Gross margin decreased by $355,000 from lower customer consumption of natural gas, due primarily to warmer 
temperatures in Florida and on the Delmarva Peninsula. Because Maryland and Sandpiper Energy rates include a weather 
nonnalization adjustment for residential heating and smaller commercial heating customers, these operations experienced 
less of an impact from the wanner weather during the quarter. 
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Natural Gas Growth (excluding service expansions) 

Increased gross margin of $325,000 from other growth in natural gas (excluding service expansions) was generated 
primarily from the fo llowing: 

$328,000 from Florida natural gas customer growth, due primarily to new services to commercial and industrial 
customers, and 

S 128,000 from a four-percent increase in the average number of residential customers in the Delmarva natural 
gas distribution operations. as well as gro\\1h in the number of commercial and industrial customers; 

which were partially offset by S 131,000 in decreased margin from interruptible service for Eastern Shore. 

Other Operating Expenses 

Other operating expenses increased by $2.6 million. The significant components of the increase in other operating 
expenses included: 

$1.2 million in higher depreciation, asset removal and property tax costs associated with recent capital 
investments; 
$358,000 in higher costs related to outside services to support growth and higher facility maintenance costs to 
maintain system integrity; 
$295,000 in increased regulatory expenses, due primarily to costs associated with Eastern Shore's rate case filing 

in 2017; and 
$255,000 in higher benefits and employee-related costs, while payroll costs remained flat in the second quarter of 

2017. Since we are self-insured, benefits costs will fluctuate depending upon actual claims experience. 

For the Six Months Ended J une 30, 2017 compared to the six months ended J une 30,2016 

Six Months Ended 

June 30, Increase 

2017 2016 (decrease) 

(111 thousands) 

Revenue s 168,650 $ 156,61 1 $ 12,039 

Cost of sales 64,41 1 56,540 7,871 

Gross margin 104,239 100,071 4, 168 

Operations & maintenance 46,72 1 41,761 4,960 

Depreciation & amortization l.t,027 12,563 1,464 

Other taxes 6,744 6,202 542 

Other operating expenses 67,.t92 60,526 6,966 

Operating income s 36,747 $ 39,545 $ (2,798) 

Operating income for the Regulated Energy segment for the six months ended June 30, 2017 was $36.7 mi llion, a decrease 
of $2.8 million compared to the same period in 20 16. The decreased operating income was due to an increase in gross 
margin of $4.2 million, which was offset by higher operating expenses of $7.0 million. Of the total $7.0 million increase 
in operating expenses, $3.8 million is associated with Eastern Shore's recently completed projects as well as initiatives 

underway. 

Gross Margin 

Items contributing to the period-over-period increase of $4.2 million, or 4.2 percent, in gross margin are listed in the 
following table: 
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(m thousands) 

Gross margin for the six months ended June 30, 2016 

Factors contributing to the gross margin increase for the six months ended June 30, 20 17: 

Service Expansions 

Additional Revenue from GRIP in Florida 

Natural Gas Growth (Excluding Service Expansions) 

Customer Consumption - Weather and Other 

Service to Eight Flags 

Delaware Division Base Rate Increase 

Sandpiper System Improvement Rates 

Other 

Gross margin for the six months ended June 30, 20 17 

$ 

$ 
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100,071 

1,237 

1,213 

1,130 

(797) 

535 

417 

239 

194 

104,239 

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 £,·pansions 

Increased gross margin of S 1.2 million from natural gas service expansions was generated from Eastem Shore's shon-term 

firm service that commenced in March 2016, following cenain 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. The remaining capacity is available for firm or interruptible service. 

Additional Revenue from GRIP in Florida 

Increased investment in GRIP generated additional gross margin of $1.2 million for the six months ended June 30, 2017, 

compared to the same period in 2016. 

Natural Gas Growth (excluding service expansions) 

Increased gross margin of $1.1 million from other growth in natural gas (excluding service expansions) was generated 

primarily from the following: 

$804,000 from Florida natural gas customer growth due primarily to new services to commercial and industrial 

customers, and 

$649,000 from a four-percent increase in the average number of residential customers in the Delmarva natural 

gas distribution operations, as well as growth in the number of commercial and industrial customers. 

Customer Consumption- Weather and Other 

Gross margin decreased by $797,000 from lower customer consumption of electricity and natural gas, due primarily to 

warmer temperatures in Florida and on the Delmarva Peninsula. Because Maryland and Sandpiper Energy rates include a 

weather normalization adjustment for residential heating and smaller commercial heating customers, these operations 

experienced less of an impact from the wanner weather during the first six months of 20 17. 

Service to Eight Flags 

We generated additional gross margin of $535,000 in the six months ended June 30, 2017, compared to the same period in 

2016, from new natural gas transmission and distribution services provided by our afliliates to Eight Flags' CHP plant. 

lmplemenlation of Delaware Division Rates 

Our Delaware Division generated additional gross margin of $417,000 as a result of the settlement of the rate case. See 

Note 3, Rates and Other Regulatory Activities, to the condensed consolidated financial statements for additional details. 

Sandpiper System Improvement Rates 
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Sandpiper generated additional gross margin of$239,000 from higher margins associated with the continued conversion 
of its distribution system from propane to natural gas. 
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Other Operating Expenses 

Other operating expenses increased by $7.0 million. The significant components of the increase in other operating 

expenses included: 
$2.1 million in higher depreciation, asset removal and property tax costs associated with recent capital 

in vestments; 

$1.5 million in higher costs related to outside services to support growth and facility maintenance to maintain 

system integrity; 

$1.3 million in higher payroll expenses for addition personnel to support growth; 

S 1.2 million in higher benefits and employee-related costs in 2017 (since we are self-insured, benefits costs will 

fluctuate depending upon actual claims experience); and 

$664,000 in increased regulatory expenses, due primarily to costs associated with Eastern Shore's rate case filing 

in 2017. 

Unregulated Energy egment 

For the quarter ended Jun e 30, 201 7 compared to th e quarter end ed Jun e 30,2016 

Th ree Months Ended 

June 30, Increase 

2017 2016 (decrease) 

(in 1housands) 

Revenue s 63,049 s 36,803 $ 26,246 

Cost of sales 49,3 13 24,726 24,587 

Gross margin 13,736 12,077 1,659 

Operations & maintenance 11 ,087 9,771 1,316 

Depreciation & amortization 1,929 1,490 439 

Other taxes 758 404 354 

Total operating expenses 13,774 11,665 2,109 

Operating Income $ (38) $ 412 $ (450) 

Operating loss for the Unregulated Energy segment for the three months ended June 30. 2017 was $38,000, which 

represented a decline in operating income of $450,000 compared to the same period in 2016. The decreased operating 

income was due to an increase in gross margin of $1.7 mill ion, which was more than offset by a $2.1 mill ion increase in 

operating expenses. 

Gross Margin 

Items contributing to the quarter-over-quarter increase of $1.7 million in gross margin are listed in the following table: 

(in thousands) 

Gross margin for the three months ended June 30, 2016 

Factors contributing to the gross margin increase for the three months ended June 30, 2017: 

Eight Flags' CHP Plant 

Natural Gas Marketing 

Customer Consumption - Weather and Other 

Pricing amendments to Aspire Energy's Long-Term Agreements 

Other 

$ 
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Gross margin for the three months ended June 30, 2017 s 13,736 

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, which commenced operations in June 2016, generated $2.1 million in additional gross margin. 
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Natural Gas Marketing 

PESCO's gross margin decreased by $450,000 in the second quarter of 20 17 compared to the same period in 2016, due 

primarily to the absence of the supplier agreement with Columbia Gas that expired on March 31, 20 17 and was not 

renewed due to our expectations of lower margin. 

Customer Consumption - Weather and Other 

Gross margin decreased by $368,000 due to wanner than normal temperatures on the Delmarva Peninsula, resu lting in 

lower customer consumption of propane. 

Pricing Amendments to Aspire Energy Long-Term Agreements 

An increase in gross margin of $27 I ,000 was due to pricing amendments to long-term sales agreements. 

Other Operating Expenses 

Other operating expenses increased by $2. 1 million. The significant components of the increase in other operating 

expenses included: 
$1.3 million incurred by Eight Flags' CHP plant, wh ich commenced operations in June 20 16; and 

$645,000 in higher staffing and associated costs for additional personnel to support growth. Since we are self­

insured, benefits costs will fluctuate depending upon actual claims experience. 

For the six months ended Ju ne 30, 2017 compared to th e six months ended J une 30,20 16 

Six Months End ed 

June 30, Increase 

2017 20 16 (decrease) 

(m thousands) 

Revenue $ 155,774 s 94,319 $ 61 ,455 

Cost of sales 11 5,219 59,14 1 56,078 

Gross margin 40,555 35, 178 5,377 

Operations & maintenance 23,511 19,162 4,349 

Depreciation & amortization 3,833 2,672 1, 161 

Other taxes 1,719 997 722 

Total operating expenses 29,063 22,831 6,232 

Operating Income $ 11,492 $ 12,347 $ (855) 

Operating income for the Unregulated Energy segment for the six months ended June 30, 2017 was $11.5 mill ion, a 

decrease of $855,000 compared to the same period in 2016. The decreased operating income was due to an increase in 

gross margin of$5.4 million, which was more than ofTset by a $6.2 million increase in operating expenses. 

Gross Margin 

Items contributing to the period-over-period increase of$5.4 million in gross margin are listed in the fo llowing table: 

(in thousands) 

Gross margin for the six months ended June 30, 2016 s 35,178 

Factors contributing to the gross margin increase for the six months ended June 30, 2017: 

Eight Flags' Cli P Plant 3,889 

Natural Gas Marketing I ,704 
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Customer Consumption - Weather and Other 

Retail Propane Margins 

Other 
Gross margin for the six months ended June 30, 2017 $ 
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844 

(836) 

(305) 

81 

40,555 

The following is a narrative discussion of the significant items in the foregoing table, which we believe is necessary to 
understand 
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Eight Flags' CHP plant, which commenced operations in June 2016, generated $3.9 million in additional gross margin. 

Natural Gas Marketing 

PESCO generated additional gross margin of $1.7 million for the six months ended June 30, 2017 compared to the same 

period in 2016. The increase in gross margin was generated primarily from providing natural gas to approximately 40,000 

end users within one customer pool pursuant to the supplier agreement with Columbia Gas, as well as an increase in 

commercial and industrial customers served in Florida offset by lower gross margin in the Mid-Atlantic region. Under the 

supplier agreement, the timing of the deliveries of natural gas did not coincide with the payment of fixed storage and 

pipeline fees. PESCO delivered the highest volumes during the first quarter of20 17, while fixed storage and pipeline fees 

were paid over the entire twelve-month tem1 of the agreement. 

Pricing Amendments to Aspire Energy's Long-Term Agreements 

An increase in gross margin of $844,000 was due to favorable pricing amendments to long-term sales agreements, which 

generated $1.4 million in gross margin, offset by the absence of a one-time management fee of $560,000 paid to Aspire 

Energy by CGC in the first quarter of 20 16. 

Customer Consumption- Weather and Other 

Gross margin decreased by $836,000 as a result of lower sales of propane, due to wanner weather in 2017 compared to 

2016, and decreased sales of natural gas by Aspire Energy due to wanner temperatures in Ohio. 

Retail Propane Margins 

Lower retail propane margins for our Delmarva and Florida propane distribution operations decreased gross margin by 

$305,000, of which $204,000 is associated with the larger Delmarva Peninsula propane distribution operation, as propane 

retail margins per gallon were slightly lower than 2016 levels. 

Other Operating £-.:penses 

Other operating expenses increased by $6.2 million. The significant components of the increase in other operating 

expenses included: 
$2.5 mill ion incurred by Eight Flags' CHP plant, which commenced operations in June 20 16; 

$935,000 in higher payroll costs for additional personnel to support growth; 

$809,000 in higher benefits and employee-related costs in 2017 (since we are self-insured, benefits costs will 

fluctuate depending upon actual claims experience): 

$609,000 in higher depreciation expense, of which $382,000 relates to a credit adjustment in 2016 recorded in 

conjunction with the final valuation for Aspire Energy; 

$514,000 in higher outside services costs associated primarily with growth and ongoing compliance activities; 

and 
$355,000 in higher operating expenses associated with the wind-down of Xeron's operations. 
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OTHER EXPENSE 

For the quarter ended June 30, 2017 compared to the quarter emled June 30, 2016 

Other expense, which includes non-operating investment income (expense), interest income, late fees charged to 

customers and gains or losses from the sale of assets, increased by $599,000 for the second quarter of 2017 compared to 

the same period in 2016, due partly to costs associated with the termination of a lease for Xeron. 

For the six months ended June 30, 2017 compared to the six months ended June 30, 2016 

Other expense, wh ich includes non-operating investment income (expense), interest income, late fees charged to 

customers and gains or losses from I he sale of assets, increased by $842,000 for the first six months of 2017 compared to 

the same period in 20 16, due partly to costs associated with the termination of a lease for Xeron. 

INTEREST EXPENSE 

For the quarter ended June 30, 2017 compared to the quarter ended June 30, 2016 

Interest charges for the three months ended June 30, 2017 increased by $449,000, compared to the same period in 20 16, 

attributable to an increase of $325,000 in interest on long-term debt, largely as a result of the issuance of the Prudential 

ShelfNotes in April2017 and an increase of$146,000 in interest on higher short-term borrowings. 

For the sL\· months ended June 30, 2017 compared to the six months ended June 30, 2016 

Interest charges for the six months ended June 30, 20 17 increased by $537,000, compared to the same period in 2016, 

attributable to an increase of $425,000 in interest on higher short-term borrowings and an increase of $208,000 on interest 

on long-term debt, largely as a result of the issuance of the Prudential Shelf Notes in April 20 I 7. 

INCOME TAXES 

For the quarter ended June 30, 2017 comparell to the quarter ended June 30, 2016 

Income tax expense was $3.9 million for the three months ended June 30, 2017, compared to $5.1 million in the same 

period in 2016. The decrease in income tax expense was due primarily to a decrease in our operating results. Our effective 

income tax rate was 39.5 percent and 38.8 percent, for the three months ended June 30, 2017 and 20 16, respectively. 

For the six months ended June 30, 2017 compared to the six months endetl June 30, 2016 

Income tax expense was $16.5 million for the six months ended June 30, 2017, compared to $18.4 million in the same 

period in 2016. The decrease in income tax expense was due primarily to a decrease in our operating results. Our effective 

income tax rate was 39.5 percent and 39.3 percent, for the six months ended June 30, 2017 and 2016, respectively. 
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F INANCIAL P OSITION, LIQUIDITY 1\NO CAPITAL R ESOURCES 

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 nonnal 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 qua11ers of each year due to significant volumes 

of natural gas, electricity, and propane delivered by our natural gas, electric, and propane 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 $82.7 million for the six months ended June 30,2017. 

We originally budgeted $260.3 million for capital expenditures during 2017, and we currently project capital expenditures 

of approximately $208.0 million in 2017. Our current forecast by segment and by business line is shown below: 

(dollars ill thousands) 

Regulated Energy: 

Natural gas distribution 

Natural gas transmission 

Electric distribution 

Total Regulated Energy 

Unregulated Energy: 

Propane distribution 

Other unregulated energy 

Total Unregulated Energy 

Other: 

Corporate and other businesses 

Total Other 

Total 2017 Capital Expenditures 

s 

s 

2017 

68,645 

105,147 

11,751 

185,543 

10,451 

5,955 

16,406 

6,002 

6,002 

207,951 

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 opp011unities and availability of capital. Historically, actual capital 

expenditures have typically lagged behind the budgeted amounts. 

The riming 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. 
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Capital Structure 

We are committed to maintaining a sound capital structure and strong credit ratings to provide the financial flexibi lity 
needed to access capital markets when requ ired. 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 table presents our capitalization, excluding and including short-term borrowings, as of June 30, 2017 and 
December 31. 20 16: 

June 30,2017 December 31,2016 

(in thousands) 

Long-tenn debt, net of current maturities $ 201 ,590 30% $ 136,954 23% 

Stockholders' equity 461 ,678 70% 446,086 77% 

Total capitalization, excluding short-tenn debt $ 663,268 100% $ 583,040 100% 

Ju ne 30,20 17 December 31,20 16 

(111 thousands) 

Short-term debt $ 145,591 18% $ 209,871 26% 

Long-term debt, including cun·ent maturities 213,714 26'Yo 149,053 19% 

Stockholders' equity 461 ,678 56% 446,086 55% 

Total capitalization, including short-term debt $ 820,983 100% $ 805,010 100% 

Included in the long-term debt balances at June 30, 2017 and December 31, 2016, was a capital lease obligation associated 
with Sandpiper's capacity. supply and operating agreement (S 1.4 million excluding current maturities and $2.8 million 
including current maturities, and $2.1 million excluding current maturities and $3.5 million, including current maturities, 
respectively). At the 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. 

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 shOJt-term borrowings, bet\¥een 50 percent and 57 percent 
during the past three years. In September 2016, we completed a public offering of960,488 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, which were added to our general funds and used primarily to repay a 

portion of our short-term debt under unsecured lines of credit. 

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-tem1 borrowings into long-term debt, as appropriate, we also entered into the Prudential Shelf 
Agreement with Prudential for the potential private placement of the Prudential Shelf Notes as further described below 
under the heading "Shelf Agreements." In add ition, we also entered into the MetLife and NYL Shelf Agreements, as 
described in further detail below, to have additional debt capital availab le to fund future growth capital expenditures. 

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. 

Sltelf Agreements 

In October 2015, we entered into the Prudential Shelf Agreement, under which, through October 8, 2018, we may request 
that Prudential purchase up to $150.0 million of our 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 
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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 confirmed and accepted our request that Prudential purchase $70.0 million of 3.25 percent 
Prudential ShelfNotes under the Prudential Shelf Agreement. We issued the Prudential ShelfNotes on April21, 2017 and 
used the proceeds to reduce short-term borrowings under the Revolver, which had increased as a result of funding capital 
expenditures on a temporary basis. 
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The Prudential Shelf Agreement sets forth certain business covenants to which we are subject when any Prudential Shelf 

ote is outstanding, including covenants that limit or restrict our ability, and the ability of our subsidiaries, to incur 

indebtedness, or place or penn it liens and encumbrances on any of our property or the property of our subsidiaries. 

In March 2017, we entered into the MetLife Shelf Agreement and NYL Shelf Agreement, under which, through March 2, 

2020, we may request that Met Life and NYL purchase up to $150.0 million and $100 million, respectively, of our 

unsecured senior debt at a fixed interest rate and with 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 detennined at the time of purchase. As of June 30, 2017, no notes have been 

issued under either the MetLife Shelf Agreement or the NYL Shelf Agreement. 

Short-term Borrowings 

Our outstanding short-term borrowings at June 30,2017 and December 31, 2016 were $ 145.6 million and $209.9 million, 

respectively. The weighted average interest rates for our short-tenn borrowings were 1.87 percent and 1.37 percent, for the 

six months ended June 30,2017 and 2016, respectively. 

We utilize bank lines of credit to provide funds for our short-tenn cash needs to meet seasonal working capital 

requirements and to temporarily fund portions of the capital expenditure program. As of June 30, 2017, we had four 

unsecured bank credit facilities with three financial institutions totaling $180.0 million in total available credit. 

In addition, since October 2015, we have $150.0 mi ll ion of additional short-term debt capacity available under the 

Revolver with five participating Lenders. The $150.0 million Revolver has a live-year tenn 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 facil ity_ 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. 

None of the unsecured bank lines of credit requires compensating balances. We are currently authorized by our Board of 

Directors to incur up to $275.0 million of short-term borrowing. 

Cas h Flows 

The following table provides a summary of our operating, investing and linancing cash flows for the six months ended 

June 30,2017 and 2016: 

(111 thousands) 

Net cash provided by (used in): 

Operating activities $ 

Investing activities 

Financing activities 

Net (decrease) increase in cash and cash equivalents 

Cash and cash equivalents-beginning of period 

Cash and cash equivalents-end of period $ 

Caslt Flows Provide£! By Operating Activities 

Six Months Ended 

June 30, 

2017 2016 

96,370 $ 77,663 

(88,577) (72,87 1) 

(9,552) (4,38 1) 

(1,759) 411 

4,178 2,855 

2,419 s 3,266 
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Changes in our cash flows from operating activities are attributable primarily to changes in net income, adjusted For non­
cash items such changes in deferred income taxes, depreciation and working capital. Changes in working capital are 
detem1ined 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. 
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During the six months ended June 30, 2017 and 2016, net cash provided by operating activities was $96.4 million and 
$77.7 million, respectively, resulting in an increase in cash flows of $18.7 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 increased 
cash flows by $24.9 million, due primarily to higher revenues and the timing of the receipt of customer payments 
as well as the timing of payments to vendors. 

Changes in income taxes decreased cash flows by S 12.2 million, due to lower pre-tax income and lower tax 
refund during the first six months of 20 17 compared to the same period in 20 16. 

et income, adjusted for reconciling activities, increased cash flows by $7.1 million, due primarily to an increase 
in deferred income taxes as a result of the availability and utilization of bonus depreciation in the first six months 
of 2017, which resulted in a higher book-to-tax timing difference and higher non-cash adjustments for 

depreciation and amo11ization related to increased investing activities. 

Changes in net regulatory assets and liabilities increased cash flows by $3.7 mi llion, due primarily to changes in 
fuel costs collected through the various fuel cost recovery mechanisms. 

Net cash flows from changes in other inventories decreased by approximately $3.2 million, due primarily to 
additional pipes and other construction inventory purchases which increased the levels of our inventory. 

Changes in net customer deposits and refunds, prepaid expenses and other current assets. accrued compensation 
and other assets and liabilities decreased cash flows by $1.6 million. 

Cash Flows Used in Investing Activities 

Net cash used in investing activities tota led $88.6 mi ll ion and $72.9 million during the six months ended June 30, 20 17 

and 2016, respectively, resulting in a decrease in cash flows of $15.7 mi llion. The decrease was due primarily to an 
increase in cash used for capital expenditures. 

Cash Flows Used iu Fiuauciug Activities 

Net cash used in financing activities totaled $9.6 million and $4.4 million during the six months ended June 30, 2017 and 
2016, respectively. The increase in net cash used in financing activities for the six months ended June 30, 2017 resulted 

primarily from the following: 

We received $69.8 million in net cash proceeds from the issuance of the Prudential Shelf Notes, and we paid $2.9 
mi llion in schedu led long-term debt principal payments and capital lease obligations payments. 

Net repayments of $67.1 million under our line of credit arrangements. The proceeds from the long-term debt 
issuance of the Prudential Shelf Notes were used to repay borrowings under our lines of credit. Change in cash 

overdrafts decreased cash flows by $3.8 million. 

We paid $9.6 million in cash dividends for the six months ended June 30,2017, compared to $8.5 million for the 
six months ended June 30, 2016. 

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 natural gas purchases in the event of default. PESCO has never defaulted on its obligations to 
pay its suppliers. The liabilities for these purchases are recorded in our financial statements when incurred. The aggregate 
amount guaranteed at June 30, 2017 was $57.2 million, with the guarantees expiring on various dates through June 2018. 

We have issued letters of credit totaling $5.8 million related to the electric transmission services for FPU's northwest 
electric division, the finn transportation service agreement between TETLP and our Delaware and Maryland divisions, 
and to our current and previous primary insurance carriers. These letters of credit have various expiration dates through 
June 2018. There have been no draws on these letters of credit as of June 30, 2017. We do not anticipate that the letters of 
credit will be drawn upon by the counterparties, and we expect that they will be renewed to the extent necessary in the 
future. Additional information is presented in Note 5, Other Commitments and Contingencies in the condensed 
con sol ida ted financial statements. 
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Contractual Obligations 

There has been no material change in the contractual obligations presented in our 2016 Annual Report on Form I 0-K, 
except for long-term debt, commodity purchase obligations and forward contracts entered into in the ordinary course of 
our business. The following table summarizes long-term debt, commodity and forward contract obligations at June 30, 
2017: 
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Payments Due by Period 

Less than 1 year I- 3 years 3-5 years More than 5 yea rs Total 

(m 1housands) 

Long-term debt $ 10,698 $ 24,226 $ 37,200 $ 139,300 $ 211,424 

Purchase obligations- Commodity 0) 44,380 1,696 46,076 

Total $ 55,078 $ 25,922 $ 37,200 $ 139,300 $ 257,500 

'" In add1110n to the obligations noted above, we have agreements 11ith commodlly suppliers that have pronsions with no minimum purchase 

requarements. There are no monetary penalties for reducmg the amounts purchased, h011ever. the propane contracts allow the supphers to 

reduce the amounts available in the winter season if we do not purchase specaficd 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 June 30, 2017, we were involved in regulatory matters in each of 

the jurisdictions in which we operate. Our significant regulatory matters arc fully described in Note 3, Rates and Other 

Regulat01y Activities, to the condensed consolidated financial statements in this Quarterly Report on Form I 0-Q. 

Recent Authoritative Pronouncemen ts 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 I, Summary of Accounting Policies, to the condensed consolidated financial statements in this 

Quarterly Report on Form I 0-Q. 

ltem 3. Quantitative and Qualitative Disclosures about Market Risk 

l:\'TEREST ~\ TE Rt K 

Long-term debt is subject to potential losses based on changes in interest rates. Our long-term debt at June 30, 2017, 

consists of fixed-rate Senior Notes and $8.0 million of fixed-rate secured debt. We evaluate whether to refinance existing 

debt or pennanently refinance existing short-term borrowings based in part on the fluctuation in interest rates. Additional 

information about our long-tenn debt is disclosed in Note 13, Long-term Debt, in the condensed consolidated financial 

statements. 

Cmt~IOOITY PRICE R ISK 

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. 

We can store up to approximately 6.2 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 

https://www.sec.gov/ Archives/edgar/data/19745/000 1628280 17007969/cpk063020 171 0-... 11 /20/2017 



Document Page 91 of96 

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 Rjsk 
Management Policy that allows our propane distribution operation to enter into fair value hedges, cash flows 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 altemative sources at higher spot 
prices. In order to mitigate this risk, we procure finn capacity that meets our estimated volume requirements and we 
continue to seek out new producers with which to contract in order to fulfil l our natural gas purchase requirements. 

PESCO is a party to natural gas futures contracts. These contracts provide PESCO with the right to purchase natw·al 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 for its customers. 

PESCO is subject to commodity price risk on its open positions to the extent that market prices fo r 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. 

WHOLESALE CREDIT RISK 

The Risk Management Committee reviews credit risks associated with counterparties to commodity derivative contracts 
prior to such contracts being approved. 

Additional infonnation about our derivative instruments is disclosed in Note I I, Derivative Instruments, in the condensed 

consolidated financial statements. 

Item 4. Con tro ls a nd Proced ures 

Evaluation o f Disclosu re Controls and Procedures 

The Chief Executive Officer and Chief Financial Officer of Chesapeake Utilities, with the participation of other Company 
officials, have eva luated our " disclosure controls and procedures" (as such tenn is defined under Rules 13a-l5( e) and 15d-
15(e), promulgated under the Securities Exchange Act of 1934, as amended) as of June 30, 2017. Based upon their 
evaluation, the Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures 
were effective as of June 30, 20 17. 

C hanges in Interna l Con tr ol over F inancial Reporting 

During the quarter ended June 30, 2017, there was no change in our internal control over financial reporting that has 
materially affected, or is reasonably likely to materially affect, our intemal control over financial reporting. 
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PART II-OTHER INFORMAT ION 

Item l. Legal Proceed ings 

As disclosed in Note 5, Other Commitments and Contingencies, of the condensed consolidated financial 
statements in this Quarterly Report on Fonn I 0-Q, we are involved in certain legal actions and claims arising in 
the nonnal 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 l A. Risk Factors 

Item 2. 

til 

,,, 

Item 3. 

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, 2016, should be carefully considered, together with lhe other infonnation contained or 
incorporated by reference in this Quarterly Report on Form I 0-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 Fonn I 0-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. 

Unregistered Sales of Eq uity Securities and Use of Proceeds 

Total Total 'umber of Shares ~ lax imum Number of 
!'\umber of A vcragc r•urchascd as Part of Shares That ~lay Yet Be 

Shares Price Paid Publicly Announced Plans Purchased l lndcr the Plans 

l'criotl Purchased per Share or l'rogrnms 12J or Programs 12) 

April! , 2017 
through April 30, 2017 ILl 379 $ 69.80 

Mayl ,2017 
through May 31, 20 17 $ 

Junel ,2017 
through June 30, 20 17 $ 

Total 379 $ 69.80 

Chesapeake: Utilities purchased shares of stock on the open market for the purpose of reinvesting the dividend on deferred stock units held in 
the Rabbi Trust accounts for cenain Directors and Senior Executives under the Deferred Compensation Plan The Deferred Compensation 
Plan LS discussed in detail in Item 8 under the heading .. Noles to the Consolidated Fmancial Statements- Note 16. Employee Benefit Plans .. in 
our latest Annual Repon on Fom1 10-K for 1hc year ended December 31, 2016. During the quarter ended June 30, 2017. 379 shares \\Cre 

purchased through the reinvestment of div1dends on deferred s1ock units. 
Except for the purposes described in Foomo1c 11 , Chesapeake Uuhues has no publicly announced plans or programs to repurchase LIS shares 

Defaults upon Senior Securities 

None. 

1tem 5. Other Information 

None. 
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Exhibits 

Form of Performance Share Agreement, effective February 23, 2017 fo r the period 2017 to 2019, 
pursuant to Chesapeake Utilities Corporation 20 13 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 filed 
herewith. D 

Certificate of Chief Executive Officer of Chesapeake Util ities Corporation pursuant to Rule l3a-1 4(a) 
under the Securities Exchange Act of 1934. 

Certificate of Chief Financial Officer of Chesapeake Uti I ities Corporation pursuant to Rule 13a- 14(a) 
under the Securities Exchange Act of 1934. 

Certificate of Ch ief Executive Officer of Chesapeake Utilities Corporation pursuant to 18 U.S.C. 
Section 1350. 

Certificate of Chief Financial Officer of Chesapeake Utilities Corporation pursuant to 18 U.S.C. 
Section 1350. 

XBRL Instance Document. 

XBRL Taxonomy Extension Schema Document. 

XBRL Taxonomy Extension Calculation Linkbase Document. 

XBRL Taxonomy Extens ion Definition Li11kbase DocLUnent. 

XBRL Taxonomy Extension Label Linkbase Document. 

XBRL Taxonomy Extension Presentation Linkbase Document. 

0 Replaces Exhibit I 0. 1 to the Quarterly Report on Form l 0-Q for the period ended March 31, 2017 in order to correct an 

inadvertent scrivener's en or as to the grant date in the previously filed version. 
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant bas duly caused this report to be signed 
on its behalf by the undersigned, thereunto duly authorized. 

CHESAPEAKE UTILITIES CORPORATION 

IS! B ETH W. COOPER 

Beth W. Cooper 
Senior Vice President and Chief Financial 
Officer 

Date: August 3, 2017 
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PERFORMANCE STOCK AWARD AGREEMENT 

pursuant to the 

CHESAPEAKE UTILITIES CORPORATION 
2013 STOCK AND INCENTIVE COMPENSATION PLAN 

On February_, 2017, (the "Grant Date"), Chesapeake Utilities Corporation, a Delaware corporation 
(the "Company"), has granted to _(the "Grantee"), who resides at , a 
Performance Stock Award on the terms and subject to the conditions of this Performance Stock Award 
Agreement. 

Recitals 

WHEREAS, the Chesapeake Utilities Corporation 2013 Stock and Incentive Compensation Plan (the 
"Plan") has been duly adopted by action of the Company's Board of Directors (the "Board") on March 6, 
2013 and approved by the Shareholders of the Company at a meeting held on May 2, 2013; and 

WHEREAS, the Committee of the Board of Directors of the Company referred to in the Plan (the 
"Committee") has determined that it is in the best interests of the Company to grant the Performance 
Stock Award described herein pursuant to the Plan; and 

WHEREAS, the shares of the Common Stock of the Company ("Shares") that are subject to this 
Agreement, when added to the other shares of Common Stock that are subject to awards granted 
under the Plan, do not exceed the total number of shares of Common Stock with respect to which 
awards are authorized to be granted under the Plan or the total number of shares of Common Stock 
that may be granted to an individual in a single calendar year. 

Agreement 

It is hereby covenanted and agreed by and between the Company and the Grantee as follows: 

Section 1. Performance Stock Award and Performance Period 

The Company hereby grants to the Grantee a Performance Stock Award as of the Grant Date. As more 
fully described herein, the Grantee may earn up to Shares upon the Company's 
achievement of the performance criteria set forth in Section 2 (the "Performance Shares") over the 
performance period from January 1, 2017 to December 31, 2019 (the "Performance Period''). This 
Award has been granted pursuant to the Plan; capitalized terms used in this agreement which are not 
specifically defined herein shall have the meanings ascribed to such terms in the Plan. 

Section 2. Performance Criteria and Terms of Stock Award 

(a) The Committee selected and established in writing performance criteria for the 
Performance Period, which, if met, may entitle the Grantee to some or all of the Performance 
Shares under this Award. If this Award is intended by the Committee to comply 
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with the exception from Code Section 162(m) for qualified performance-based compensation for 
Grantees who are "Covered Employees" as defined in Code Section 162(m), the performance 
criteria established shall be based on one or more Qualifying Performance Criteria selected by 
the Committee in writing within 90 days following the first day of the Performance Period (or, if 
earlier, before 25% of that period has elapsed), and at a time when the outcome relative to the 
attainment of the performance criteria is not substantially certain. As soon as practicable after 
the Company's independent auditors have certified the Company's financial statements for 
each fiscal year of the Company in the Performance Period, the Committee shall determine for 
purposes of this Agreement the Company's (1) total shareholder return, defined as the 
cumulative total return to shareholders ("Shareholder Value"), (2) growth in long-term earnings, 
defined as the growth in total capital expenditures as a percentage of total capitalization 
("Growth") and (3) earnings performance, defined as average return on equity ("RoE"), in 
accordance with procedures established by the Committee. The Shareholder Value, Growth 
and RoE (each a "Performance Metric" and collectively, the "Performance Metrics") shall be 
determined by the Committee in accordance with the terms of the Plan and this Agreement 
based on financial results reported to shareholders in the Company's annual reports and may 
be subject to adjustment by the Committee for extraordinary events during the Performance 
Period, as applicable. Both the Shareholder Value and the Growth Performance Metrics will be 
compared to the performance of the 2017-2019 Performance Peer Group, Attachment A here 
and to the 2017-2019 Long-Term Award Resolution (collectively referred to as the "Peer 
Group") for the Performance Period and Awards will be determined according to the schedule in 
subsection (b) below. For Shareholder Value, the calculation of total shareholder return will 
utilize the average closing stock price from November 1 through December 31 immediately 
preceding the beginning and at the end of the performance period. For the average RoE 
Performance Metric, the Company's performance will be compared to pre-determined RoE 
thresholds established by the Committee. At the end of the Performance Period, the Committee 
shall certify in writing the extent to which the Performance Goals were met during the 
Performance Period for Awards for Covered Employees. If the Performance Goals for the 
Performance Period are met, Covered Employees shall be entitled to the Award, subject to the 
Committee's exercise of discretion to reduce any Award to a Covered Employee based on 
business objectives established for that Covered Employee or other factors as determined by 
the Committee in its sole discretion. The Committee shall promptly notify the Grantee of its 
determination. 

(b) The Grantee may earn 50% percent or more of the target award of=------
Performance Shares (the "Target Award") up to a maximum number of Performance Shares set 
forth in Section 1 above (the "Maximum Award") based upon achievement of threshold and 
target levels of performance against the Performance Metrics established for the Performance 
Period . The Committee shall confirm the level of Award attained for the Performance Period 
after the Company's independent auditors have certified the Company's financial statements for 
each fiscal year of the Company in the Performance Period. 

(c) Once established, the performance criteria identified above normally shall not be changed 
during the Performance Period. However, if any of the companies in the Peer Group cease to be 
publically traded, they will automatically be deleted from the Peer Group. In addition, if the Committee 
determines that external changes or other unanticipated business conditions have materially affected 
the fairness of the goals, or that a change in the business, operations, corporate structure or capital 
structure of the Company, or the manner in which it conducts its business, or 
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acquisitions or divestitures of subsidiaries or business units, or other events or circumstances 

materially affect the performance criteria or render the performance criteria unsuitable, then the 
Committee may approve appropriate adjustments to the performance criteria (either up or down) during 

the Performance Period. Notwithstanding the foregoing, no changes shall be made to an Award 

intended to satisfy the requirements of Code Section 162(m) if such changes would affect the 
qualification of the Award as performance-based compensation within the meaning of Code Section 

162(m). 

(d) Performance Shares that are earned by the Grantee pursuant to this Section 2 shall be 

issued promptly, without payment of consideration by the Grantee, within 2 Yi months of the end of the 

Performance Period. The Grantee shall have the right to vote the Performance Shares and to receive 

the dividends distributable with respect to such Shares on and after, but not before, the date on which 

the Grantee is recorded on the Company's ledger as holder of record of the Performance Shares (the 
"Issue Date"). If, however, the Grantee receives Shares as part of any dividend or other distribution 

with respect to the Performance Shares, such Shares shall be treated as if they are Performance 
Shares, and such Shares shall be subject to all of the terms and conditions imposed by this Section 2. 

Notwithstanding the foregoing , the Grantee shall be entitled to receive an amount in cash, equivalent to 

the dividends that would have been paid on the awarded Performance Shares from the Grant Date to 

the Issue Date for those Performance Shares actually earned by the Grantee during the applicable 
Performance Period. Such dividend equivalents shall be payable at the time such Performance Shares 
are issued. 

(e) The Performance Shares will not be registered for resale under the Securities Act of 1933 

or the laws of any state except when and to the extent determined by the Board pursuant to a 
resolution. Until a registration statement is filed and becomes effective, however, transfer of the 

Performance Shares shall require the availability of an exemption from such registration, and prior to 

the issuance of new certificates, the Company shall be entitled to take such measures as it deems 
appropriate (including but not limited to obtaining from the Grantee an investment representation letter 

and/or further legending the new certificates) to ensure that the Performance Shares are not 
transferred in the absence of such exemption. 

(f) In the event of a Change in Control , as defined in the Plan, during the Performance Period, 

the Grantee shall earn the Target Award of Performance Shares set forth in this Section 2, as if all 
performance criteria were satisfied, without any pro ration based on the proportion of the Performance 

Period that has expired as of the date of such Change in Control. 

(g) If, during the Performance Period, the Grantee has a Termination of Employment, 

Performance Shares shall be deemed earned or forfeited as follows: 

(1) Upon voluntary Termination of Employment by the Grantee or termination by the 

Company for failure of job performance or other just cause as determined by the Committee, all 

unearned Performance Shares shall be forfeited immediately; and 

(2) If the Grantee has a Termination of Employment by reason of death or Disability or 

Retirement (as such terms are defined in the Plan), the number of Performance Shares that 
would otherwise have been earned at the end of the Performance Period shall be reduced by 

pro rating such Performance Shares based on the proportion of the Performance Period during 

which the Grantee was employed by the Company (based upon the full months of the 
Performance Period elapsed as of the end of the month in which the Termination of 

Employment occurred over the total number of months in the Performance 

https://www.sec.gov/ A rchi ves/edgar/data/197 4 5/000 1628280 17007969/cpk63 020 I 7 ex -1... 11/20/20 17 



Exhibit Page 4 of7 

Period), unless the Committee determines that the Performance Shares shall not be so 
reduced. 

(a) The Grantee shall be solely responsible for any federal, state and local taxes 
of any kind imposed in connection with the vesting or delivery of the Performance Shares. Prior 
to the transfer of any Performance Shares to the Grantee, the Grantee shall remit to the 
Company an amount sufficient to satisfy any federal, state, local and other withholding tax 
requirements. The Grantee may elect to have all or part of any withholding tax obligation 
satisfied by having the Company withhold Shares otherwise deliverable to the Grantee as 
Performance Shares, unless the Committee determines otherwise by resolution. If the Grantee 
fails to make such payments or election, the Company and its subsidiaries shall , to the extent 
permitted by law, have the right to deduct from any payments of any kind otherwise due to the 
Grantee any taxes required by law to be withheld with respect to the Performance Shares. In 
the case of any amounts withheld for taxes pursuant to this provision in the form of Shares, the 
amount withheld shall not exceed the maximum required by applicable law and regulations. 

(i) Notwithstanding any other provision of this Agreement, if any payment or distribution (a 
"Payment") by the Company or any other person or entity to or for the benefit of the Grantee is 
determined to be an "excess parachute payment" (within the meaning of Code Section 280G(b)(1) or 
any successor provision of similar effect), whether paid or payable or distributed or distributable 
pursuant to this Agreement or otherwise, then the Grantee's benefits under this Agreement may, 
unless the Grantee elects otherwise pursuant to his employment agreement, be reduced by the 
amount necessary so that the Grantee's total "parachute payment" as defined in Code Section 280G(b) 
(2)(A) under this and all other agreements will be $1 .00 less than the amount that would be a 
"parachute payment". The payment of any "excess parachute payment" pursuant to this paragraph 
shall also comply with the terms of the Grantee's employment agreement, if any. 

Section 3. Additional Conditions to Issuance of Shares 

Each transfer of Performance Shares shall be subject to the condition that if at any time the Committee 
shall determine, in its sole discretion, that it is necessary or desirable as a condition of, or in connection 
with, the transfer of Performance Shares (i) to satisfy withholding tax or other withholding liabilities, (ii) 
to effect the listing, registration or qualification on any securities exchange or under any state or federal 
law of any Shares deliverable in connection with such exercise, or (iii) to obtain the consent or approval 
of any regulatory body, then in any such event such transfer shall not be effective unless such 
withholding, listing, registration, qualification, consent or approval shall have been effected or obtained 
free of any conditions not acceptable to the Company. 

Section 4. Adjustment of Shares 

(a) If the Company shall become involved in a merger, consolidation or other reorganization, 
whether or not the Company is the surviving corporation, any right to earn Performance Shares shall 
be deemed a right to earn or to elect to receive the consideration into which the Shares represented by 
the Performance Shares would have been converted under the terms of the merger, consolidation or 
other reorganization. If the Company is not the surviving corporation, the surviving corporation (the 
"Successor") shall succeed to the rights and obligations of the Company under this Agreement. 
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(b) If any subdivision or combination of Shares or any stock dividend, capital reorganization or 
recapitalization occurs after the adoption of the Plan, the Committee shall make such proportionate 
adjustments as are appropriate to the number of Performance Shares to be earned in order to prevent 
the dilution or enlargement of the rights of the Grantee. 

Section 5. No Right to Employment 

Nothing contained in this Agreement shall be deemed by implication or otherwise to confer upon the 
Grantee any right to continued employment by the Company or any affiliate of the Company or to limit 
the right of the Company to terminate the Grantee's employment for any reason or for no reason. 

Section 6. Notice 

Any notice to be given hereunder by the Grantee shall be sent by mail addressed to Chesapeake 
Utilities Corporation, 909 Silver Lake Boulevard, Dover, Delaware 19904, for the attention of the 
Committee, c/o the Corporate Secretary, and any notice by the Company to the Grantee shall be sent 
by mail addressed to the Grantee at the address of the Grantee shown on the first page hereof. Either 
party may, by notice given to the other in accordance with the provisions of this Section, change the 
address to which subsequent notices shall be sent. 

Section 7. Beneficiary Designation 

Grantee may designate a beneficiary to receive any Performance Shares to which Grantee is entitled 
which vest as a result of Grantee's death. Grantee acknowledges that the Company may exercise all 
rights under this Agreement and the Plan against Grantee and Grantee's estate, heirs, lineal 
descendants and personal representatives and shall not be limited to exercising its rights against 
Grantee's beneficiary. 

Section 8. Assumption of Risk 

It is expressly understood and agreed that the Grantee assumes all risks incident to any change 
hereafter in the applicable laws or regulations or incident to any change in the market value of the 
Performance Shares. 

Section 9. Terms of Plan and Employment Agreement 

This Agreement is entered into pursuant to the Plan (a summary of which has been delivered to the 
Grantee). This Agreement is subject to all of the terms and provisions of the Plan, which are 
incorporated into this Agreement by reference, and the actions taken by the Committee pursuant to the 
Plan. In the event of a conflict between this Agreement and the Plan, the provisions of the Plan shall 
govern. In addition, this Award is subject to applicable provisions of the Grantee's employment 
agreement, including provisions requiring the Company to recover some or all of the Performance 
Shares awarded hereunder in the circumstances described in such agreement or as otherwise required 
by applicable law. All determinations by the Committee shall be in its sole discretion and shall be 
binding on the Company and the Grantee. 
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Section 10. Governing Law; Amendment 

This Agreement shall be governed by, and shall be construed and administered in accordance with, the 
laws of the State of Delaware (without regard to its choice of law rules) and the requirements of any 
applicable federal law. This Agreement may be modified or amended only by a writing signed by the 
parties hereto. 

Section 11 . Action by the Committee 

The parties agree that the interpretation of this Agreement shall rest exclusively and completely within 
the sole discretion of the Committee. The parties agree to be bound by the decisions of the Committee 
with regard to the interpretation of this Agreement and with regard to any and all matters set forth in 
this Agreement. The Committee may delegate its functions under this Agreement to an officer of the 
Company designated by the Committee (hereinafter the "Designee"). In fulfilling its responsibilities 
hereunder, the Committee or its Designee may rely upon documents, written statements of the parties 
or such other material as the Committee or its Designee deems appropriate. The parties agree that 
there is no right to be heard or to appear before the Committee or its Designee and that any decision of 
the Committee or its Designee relating to this Agreement shall be final and binding unless such 
decision is arbitrary and capricious. 

Section 12. Terms of Agreement 

This Agreement shall remain in full force and effect and shall be binding on the parties hereto for so 
long as any Performance Shares issued to the Grantee under this Agreement continue to be held by 
the Grantee. 

IN WITNESS WHEREOF, the Company has caused this Agreement to be executed in its corporate 
name, and the Grantee has executed the same in evidence of the Grantee's acceptance hereof, upon 
the terms and conditions herein set forth, as of the day and year first above written. 

CHESAPEAKE UTILITIES CORPORATION 

By: 

Its: 

Grantee: 

Attachment A 
2017-2019 Performance Peer Group 
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The 2017-2019 Performance Peer Group consists of the following gas utility companies: 

1. Atmos Energy Corporation 

2. Black Hills Corporation 

3. Delta Natural Gas Company, Inc. 

4. New Jersey Resources Corporation 

s. NiSource, Inc. 

6. Northwest Natural Gas Company 

7. Northwestern Corporation 

8. OneGas, Inc. 

9. RGC Resources, Inc. 

I o. South Jersey Industries, Inc. 

11. Spire, Inc. 

12. WGL Holdings, Inc. 

13. Unitil Corporation 

14. Vectren, Corporation 

Page 7 of7 
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EX-1 0.1 2 cpk63020 17ex-10l.htm EXHIBIT 10.1 

PERFORMANCE STOCK AWARD AGREEMENT 

pursuant to the 

CHESAPEAKE UTILITIES CORPORATION 
2013 STOCK AND INCENTIVE COMPENSATION PLAN 

On February _ , 2017, (the "Grant Date"), Chesapeake Utilities Corporation, a Delaware corporation 
(the "Company"), has granted to _(the "Grantee"), who resides at , a 
Performance Stock Award on the terms and subject to the conditions of this Performance Stock Award 
Agreement. 

Recitals 

WHEREAS, the Chesapeake Utilities Corporation 2013 Stock and Incentive Compensation Plan {the 
"Plan") has been duly adopted by action of the Company's Board of Directors (the "Board") on March 6, 
2013 and approved by the Shareholders of the Company at a meeting held on May 2, 2013; and 

WHEREAS, the Committee of the Board of Directors of the Company referred to in the Plan (the 
"Committee") has determined that it is in the best interests of the Company to grant the Performance 
Stock Award described herein pursuant to the Plan; and 

WHEREAS, the shares of the Common Stock of the Company {"Shares") that are subject to this 
Agreement, when added to the other shares of Common Stock that are subject to awards granted 
under the Plan, do not exceed the total number of shares of Common Stock with respect to which 
awards are authorized to be granted under the Plan or the total number of shares of Common Stock 
that may be granted to an individual in a single calendar year. 

Agreement 

It is hereby covenanted and agreed by and between the Company and the Grantee as follows: 

Section 1. Performance Stock Award and Performance Period 

The Company hereby grants to the Grantee a Performance Stock Award as of the Grant Date. As more 
fully described herein, the Grantee may earn up to Shares upon the Company's 
achievement of the performance criteria set forth in Section 2 (the "Performance Shares") over the 
performance period from January 1, 2017 to December 31 , 2019 (the "Performance Period"). This 
Award has been granted pursuant to the Plan; capitalized terms used in this agreement which are not 
specifically defined herein shall have the meanings ascribed to such terms in the Plan. 

Section 2. Performance Criteria and Terms of Stock Award 

(a) The Committee selected and established in writing performance criteria for the 
Performance Period, which, if met, may entitle the Grantee to some or all of the Performance 
Shares under this Award. If this Award is intended by the Committee to comply 
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with the exception from Code Section 162(m) for qualified performance-based compensation for 
Grantees who are "Covered Employees" as defined in Code Section 162(m}, the performance 
criteria established shall be based on one or more Qualifying Performance Criteria selected by 
the Committee in writing within 90 days following the first day of the Performance Period (or, if 
earlier, before 25% of that period has elapsed), and at a time when the outcome relative to the 
attainment of the performance criteria is not substantially certain. As soon as practicable after 
the Company's independent auditors have certified the Company's financial statements for 
each fiscal year of the Company in the Performance Period, the Committee shall determine for 
purposes of this Agreement the Company's (1) total shareholder return, defined as the 
cumulative total return to shareholders ("Shareholder Value"), (2) growth in long-term earnings, 
defined as the growth in total capital expenditures as a percentage of total capitalization 
("Growth") and (3) earnings performance, defined as average return on equity ("RoE"), in 
accordance with procedures established by the Committee. The Shareholder Value, Growth 
and RoE (each a "Performance Metric" and collectively, the "Performance Metrics") shall be 
determined by the Committee in accordance with the terms of the Plan and this Agreement 
based on financial results reported to shareholders in the Company's annual reports and may 
be subject to adjustment by the Committee for extraordinary events during the Performance 
Period, as applicable. Both the Shareholder Value and the Growth Performance Metrics will be 
compared to the performance of the 201 7-2019 Performance Peer Group, Attachment A here 
and to the 2017-2019 Long-Term Award Resolution (collectively referred to as the "Peer 
Group") for the Performance Period and Awards will be determined according to the schedule in 
subsection (b) below. For Shareholder Value, the calculation of total shareholder return will 
utilize the average closing stock price from November 1 through December 31 immediately 
preceding the beginning and at the end of the performance period. For the average RoE 
Performance Metric, the Company's performance will be compared to pre-determined RoE 
thresholds established by the Committee. At the end of the Performance Period, the Committee 
shall certify in writing the extent to which the Performance Goals were met during the 
Performance Period for Awards for Covered Employees. If the Performance Goals for the 
Performance Period are met, Covered Employees shall be entitled to the Award, subject to the 
Committee's exercise of discretion to reduce any Award to a Covered Employee based on 
business objectives established for that Covered Employee or other factors as determined by 
the Committee in its sole discretion. The Committee shall promptly notify the Grantee of its 
determination. 

(b) The Grantee may earn 50% percent or more of the target award of ___ _ 
Performance Shares (the "Target Award") up to a maximum number of Performance Shares set 
forth in Section 1 above (the "Maximum Award") based upon achievement of threshold and 
target levels of performance against the Performance Metrics established for the Performance 
Period . The Committee shall confirm the level of Award attained for the Performance Period 
after the Company's independent auditors have certified the Company's financial statements for 
each fiscal year of the Company in the Performance Period. 

(c) Once established, the performance criteria identified above normally shall not be changed 

during the Performance Period. However, if any of the companies in the Peer Group cease to be 

publically traded, they will automatically be deleted from the Peer Group. In addition, if the Committee 

determines that external changes or other unanticipated business conditions have materially affected 
the fairness of the goals, or that a change in the business, operations, corporate structure or capital 

structure of the Company, or the manner in which it conducts its business, or 
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acquisitions or divestitures of subsidiaries or business units, or other events or circumstances 
materially affect the performance criteria or render the performance criteria unsuitable, then the 
Committee may approve appropriate adjustments to the performance criteria (either up or down) during 
the Performance Period. Notwithstanding the foregoing, no changes shall be made to an Award 
intended to satisfy the requirements of Code Section 162(m) if such changes would affect the 
qualification of the Award as performance-based compensation within the meaning of Code Section 
162(m). 

(d) Performance Shares that are earned by the Grantee pursuant to this Section 2 shall be 
issued promptly, without payment of consideration by the Grantee, within 2 Y2 months of the end of the 
Performance Period. The Grantee shall have the right to vote the Performance Shares and to receive 
the dividends distributable with respect to such Shares on and after, but not before, the date on which 
the Grantee is recorded on the Company's ledger as holder of record of the Performance Shares (the 
"Issue Date"). If, however, the Grantee receives Shares as part of any dividend or other distribution 
with respect to the Performance Shares, such Shares shall be treated as if they are Performance 
Shares, and such Shares shall be subject to all of the terms and conditions imposed by this Section 2. 
Notwithstanding the foregoing, the Grantee shall be entitled to receive an amount in cash, equivalent to 
the dividends that would have been paid on the awarded Performance Shares from the Grant Date to 
the Issue Date for those Performance Shares actually earned by the Grantee during the applicable 
Performance Period. Such dividend equivalents shall be payable at the time such Performance Shares 
are issued. 

(e) The Performance Shares will not be registered for resale under the Securities Act of 1933 
or the laws of any state except when and to the extent determined by the Board pursuant to a 
resolution. Until a registration statement is filed and becomes effective, however, transfer of the 
Performance Shares shall require the availability of an exemption from such registration, and prior to 
the issuance of new certificates, the Company shall be entitled to take such measures as it deems 
appropriate (including but not limited to obtaining from the Grantee an investment representation letter 
and/or further legending the new certificates) to ensure that the Performance Shares are not 
transferred in the absence of such exemption. 

(f) In the event of a Change in Control , as defined in the Plan, during the Performance Period, 
the Grantee shall earn the Target Award of Performance Shares set forth in this Section 2, as if all 
performance criteria were satisfied, without any pro ration based on the proportion of the Performance 
Period that has expired as of the date of such Change in Control. 

(g) If, during the Performance Period, the Grantee has a Termination of Employment, 
Performance Shares shall be deemed earned or forfeited as follows: 

(1) Upon voluntary Termination of Employment by the Grantee or termination by the 
Company for failure of job performance or other just cause as determined by the Committee, all 
unearned Performance Shares shall be forfeited immediately; and 

(2) If the Grantee has a Termination of Employment by reason of death or Disability or 
Retirement (as such terms are defined in the Plan), the number of Performance Shares that 
would otherwise have been earned at the end of the Performance Period shall be reduced by 
pro rating such Performance Shares based on the proportion of the Performance Period during 
which the Grantee was employed by the Company (based upon the full months of the 
Performance Period elapsed as of the end of the month in which the Termination of 
Employment occurred over the total number of months in the Performance 
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Period), unless the Committee determines that the Performance Shares shall not be so 
reduced. 

(a) The Grantee shall be solely responsible for any federal , state and local taxes 
of any kind imposed in connection with the vesting or delivery of the Performance Shares. Prior 
to the transfer of any Performance Shares to the Grantee, the Grantee shall remit to the 
Company an amount sufficient to satisfy any federal, state, local and other withholding tax 
requirements. The Grantee may elect to have all or part of any withholding tax obligation 
satisfied by having the Company withhold Shares otherwise deliverable to the Grantee as 
Performance Shares, unless the Committee determines otherwise by resolution. If the Grantee 
fails to make such payments or election, the Company and its subsidiaries shall , to the extent 
permitted by law, have the right to deduct from any payments of any kind otherwise due to the 
Grantee any taxes required by law to be withheld with respect to the Performance Shares. In 
the case of any amounts withheld for taxes pursuant to this provision in the form of Shares, the 
amount withheld shall not exceed the maximum required by applicable taw and regulations. 

(i) Notwithstanding any other provision of this Agreement, if any payment or distribution (a 
"Payment") by the Company or any other person or entity to or for the benefit of the Grantee is 
determined to be an "excess parachute payment" (within the meaning of Code Section 280G(b)(1) or 
any successor provision of similar effect), whether paid or payable or distributed or distributable 
pursuant to this Agreement or otherwise, then the Grantee's benefits under this Agreement may, 
unless the Grantee elects otherwise pursuant to his employment agreement, be reduced by the 
amount necessary so that the Grantee's total"parachute payment" as defined in Code Section 280G(b) 
(2)(A) under this and all other agreements will be $1 .00 less than the amount that would be a 
"parachute payment". The payment of any "excess parachute payment" pursuant to this paragraph 
shall also comply with the terms of the Grantee's employment agreement, if any. 

Section 3. Additional Conditions to Issuance of Shares 

Each transfer of Performance Shares shall be subject to the condition that if at any time the Committee 
shall determine, in its sole discretion, that it is necessary or desirable as a condition of, or in connection 
with, the transfer of Performance Shares (i) to satisfy withholding tax or other withholding liabilities, (ii) 
to effect the listing, registration or qualification on any securities exchange or under any state or federal 
law of any Shares deliverable in connection with such exercise, or (iii) to obtain the consent or approval 
of any regulatory body, then in any such event such transfer shall not be effective unless such 
withholding, listing, registration, qualification, consent or approval shall have been effected or obtained 
free of any conditions not acceptable to the Company. 

Section 4. Adjustment of Shares 

(a) If the Company shall become involved in a merger, consolidation or other reorganization, 
whether or not the Company is the surviving corporation, any right to earn Performance Shares shall 
be deemed a right to earn or to elect to receive the consideration into which the Shares represented by 
the Performance Shares would have been converted under the terms of the merger, consolidation or 
other reorganization. If the Company is not the surviving corporation, the surviving corporation (the 
"Successor") shall succeed to the rights and obligations of the Company under this Agreement. 
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(b) If any subdivision or combination of Shares or any stock dividend, capital reorganization or 
recapitalization occurs after the adoption of the Plan, the Committee shall make such proportionate 
adjustments as are appropriate to the number of Performance Shares to be earned in order to prevent 
the dilution or enlargement of the rights of the Grantee. 

Section 5. No Right to Employment 

Nothing contained in this Agreement shall be deemed by implication or otherwise to confer upon the 
Grantee any right to continued employment by the Company or any affiliate of the Company or to limit 
the right of the Company to terminate the Grantee's employment for any reason or for no reason. 

Section 6. Notice 

Any notice to be given hereunder by the Grantee shall be sent by mail addressed to Chesapeake 
Utilities Corporation, 909 Silver Lake Boulevard, Dover, Delaware 19904, for the attention of the 
Committee, c/o the Corporate Secretary, and any notice by the Company to the Grantee shall be sent 
by mail addressed to the Grantee at the address of the Grantee shown on the first page hereof. Either 
party may, by notice given to the other in accordance with the provisions of this Section, change the 
address to which subsequent notices shall be sent. 

Section 7. Beneficiary Designation 

Grantee may designate a beneficiary to receive any Performance Shares to which Grantee is entitled 
which vest as a result of Grantee's death. Grantee acknowledges that the Company may exercise all 
rights under this Agreement and the Plan against Grantee and Grantee's estate, heirs, lineal 
descendants and personal representatives and shall not be limited to exercising its rights against 
Grantee's beneficiary. 

Section 8. Assumption of Risk 

It is expressly understood and agreed that the Grantee assumes all risks incident to any change 
hereafter in the applicable laws or regulations or incident to any change in the market value of the 
Performance Shares. 

Section 9. Terms of Plan and Employment Agreement 

This Agreement is entered into pursuant to the Plan (a summary of which has been delivered to the 
Grantee). This Agreement is subject to all of the terms and provisions of the Plan, which are 
incorporated into this Agreement by reference, and the actions taken by the Committee pursuant to the 
Plan. In the event of a conflict between this Agreement and the Plan, the provisions of the Plan shall 
govern. In addition, this Award is subject to applicable provisions of the Grantee's employment 
agreement, including provisions requiring the Company to recover some or all of the Performance 
Shares awarded hereunder in the circumstances described in such agreement or as otherwise required 
by applicable law. All determinations by the Committee shall be in its sole discretion and shall be 
binding on the Company and the Grantee. 

https ://www. sec.gov/ Archi ves/edgar/data/197 4 5/000 16282 80 17007969/cpk63020 1 7 ex -1... 11/20/20 17 



Page 6 of7 

Section 10. Governing Law; Amendment 

This Agreement shall be governed by, and shall be construed and administered in accordance with, the 
laws of the State of Delaware (without regard to its choice of law rules) and the requirements of any 
applicable federal law. This Agreement may be modified or amended only by a writing signed by the 
parties hereto. 

Section 11 . Action by the Committee 

The parties agree that the interpretation of this Agreement shall rest exclusively and completely within 
the sole discretion of the Committee. The parties agree to be bound by the decisions of the Committee 
with regard to the interpretation of this Agreement and with regard to any and all matters set forth in 
this Agreement. The Committee may delegate its functions under this Agreement to an officer of the 
Company designated by the Committee (hereinafter the "Designee"). In fu lfilling its responsibilities 
hereunder, the Committee or its Designee may rely upon documents, written statements of the parties 
or such other material as the Committee or its Designee deems appropriate. The parties agree that 
there is no right to be heard or to appear before the Committee or its Designee and that any decision of 
the Committee or its Designee relating to this Agreement shall be final and binding unless such 
decision is arbitrary and capricious. 

Section 12. Terms of Agreement 

This Agreement shall remain in full force and effect and shall be binding on the parties hereto for so 
long as any Performance Shares issued to the Grantee under this Agreement continue to be held by 
the Grantee. 

IN WITNESS WHEREOF, the Company has caused this Agreement to be executed in its corporate 
name, and the Grantee has executed the same in evidence of the Grantee's acceptance hereof, upon 
the terms and conditions herein set forth, as of the day and year first above written. 

CHESAPEAKE UTILITIES CORPORATION 

By: 

Its: 

Grantee: 

Attachment A 
2017-2019 Performance Peer Group 
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The 2017-2019 Performance Peer Group consists of the following gas utility companies: 

I. Atmos Energy Corporation 

2. Black Hills Corporation 

3. Delta Natural Gas Company, Inc. 

4. New Jersey Resources Corporation 

5. NiSource, Inc. 

6. Northwest Natural Gas Company 

7. Northwestern Corporation 

8. OneGas, Inc. 

9. RGC Resources, Inc. 

10. South Jersey Industries, Inc. 

II. Spire, Inc. 

12. WGL Holdings, Inc. 

13. Unitil Corporation 

14. Vectren, Corporation 
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