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March 29, 2018 

VIA HAND DELIVERY 

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

Wrilcr" s Llircd Dial Numb~r: (850) 521- 1706 
Writer's E-M~il Address: bkcating@gunstcr.com 
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Re: Docket 20160244-GU --Application 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 2017, by Chesapeake Utilities 

Corporation. 

Dear Ms. Stauffer: 

Pursuant to the directions contained in Order No. PSC-20 17-0061-FOF-GU (Docket No. 
20160244-GU), and in accordance with Rule 25-8.009, Florida Administrative Code, please 
accept for tiling the enclosed original and three copies of the Consummation Report of 

Chesapeake Uti lities Corporation regarding the issuance and sale of securities during the fiscal 

year ended December 31, 2017. 

Thank you for your assistance in connection with this filing. ff you have any questions 

whatsoever. please do not hesitate to let me know. 

Sincerely, 

~ -; ~tin~ 
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IOM 

CLK 

Gunster, Yoaklcy & Stewart, P.A. 
215 South Monroe St., Suite 601 
Tallahassee. FL 3230 I 
(850) 521 -1706 

215 South Monroe Street SUite 601 Tallahassee. FL 32301-1804 p 850-521-1980 f 850·576·0902 GUNSTER.COM 

Fort Lauderdale I Jacksonv1lle I M1am1 I Orlando I Palm Beach I Stuart I Tallahassee Tampa The onda Keys lero Beach I west Palm Beach 
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March 28, 2018 

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

RE: Docket No. 160244-GU: Application 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 201 7, by Chesapeake Utilities Corporation.- CONSUMMATION REPORT 

Dear Ms. Stauffer: 

Chesapeake Utilities Corporation (Chesapeake) respectfully files this Consummation Report 

(original and three copies) on the issuance of securities for the fiscal year ended December 31 , 

2017 in compliance with Rule 25-8.009, Florida Administrative Code. This is a consolidated filing 

of Chesapeake Utilities Corporation and Florida Public Utilities Company. In satisfaction of the 

Consummation Report requirements, Chesapeake sets forth the following information: 

1. On February 24, 2017, the Florida Public Service Commission (FPSC) issued Order 

No. PSC-17-0061-FOF-GU, which authorized Chesapeake to issue up to 465,000 

shares of common stock for the purpose of administering Chesapeake's Retirement 

Savings Plan, Stock and Incentive Compensation Plan, and Dividend Reinvestment 

and Stock Purchase Plan. The Order further approved the issuance by 

Chesapeake of up to $450 million in secured and/or unsecured long-term debt for 

general purposes. Due to the nature of acquisitions. the S450 million in secured 

and/or unsecured debt may be initially issued through a bridge loan in the form of 

bank notes or some similar form of short-term obligations. The Order provides that 

the Company can issue short-term obligations in an amount not to exceed S275 

million in support of the bridge financing, which could be under a Revolving Credit 

Facility, maturing October 8, 2020, and subsequently refinanced as unsecured long-



term debt with an estimated rate of interest of up to 300 basis points above U.S. 

Treasury rates with an equivalent average life. In addition, the Order authorized 

Chesapeake to issue up to 2,500,000 shares of common stock or an equity-linked 

instrument equivalent in value to permanently finance the Company's ongoing 

capital expenditures program, as well as 5,000,000 shares of common stock to be 

used to finance the Company's ongoing acquisition program. Chesapeake was also 

authorized to issue 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 Shareholder Rights Agreement 

adopted by the Board of Directors on August 20, 1999 and subsequently modified 

and extended by the Board of Directors on September 19, 2008. Lastly, 

Chesapeake received authorization pursuant to the Order to enter into agreements 

for Interest Rate Swap Products in an amount, in the aggregate not to exceed $150 

million. 

2. Chesapeake now has five unsecured bank lines of credit with four commercial 

lenders. Chesapeake currently maintains a total bilateral short-term borrowing line 

capacity of $220,000,000. As of December 31 , 2017, $165,671 ,000 was 

outstanding under the bilateral short-term lines of credit. On October 8, 2015, the 

Company entered into a committed revolving credit facility with five commercial 

lenders, available through October 8, 2020 for a total intermediate borrowing 

capacity of $150,000,000. The Company may designate borrowings under the 

revolving credit agreement as short-term or long-term. As of December 31 , 2017, 

$75,000,000 was outstanding under the revolving credit agreement which was 

designated as short-term borrowing. The Company may request to extend the 

expiration date of the revolving credit agreement for up to two (2) additional one 

year periods on any anniversary date of the credit facility, with such extension 

subject to each Lender's approval. The Company may also request Lenders to 
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increase the capacity of the credit facility to $200,000,000, with any increase at the 

sole discretion of each Lender. 

3. For the twelve-month period ended December 31 , 2017, Chesapeake issued the 

following: 

(a) 0 shares of common stock were issued for the purpose of administering 

Chesapeake's Retirement Savings Plan. The Company has the option of 

administering the plan by issuing new equity, issuing shares from 

reserves or purchasing shares on the open market. 

(b) 30,172 shares of common stock (40,441 gross less 10,269 redeemed for 

taxes) were issued for the Stock and Incentive Compensation Plan. 

(c) 10,771 shares of common stock were issued for the purpose of 

administering Chesapeake's Dividend Reinvestment and Direct Stock 

Purchase Plan. The Company has the option of administering the plan 

by issuing new equity, issuing shares from reserves or purchasing 

shares on the open market. 

For the twelve-month period ended December 31 , 2017, Chesapeake issued unsecured tong­

term debt in the principal amount of $70,000,000. In March 2017, the Company entered into 

uncommitted Private Shelf Agreements with Metlife Investment Advisors ("Metlife) and New 

York Life Investors LLC ("NYL"). Under the terms of the Private Shelf Agreements, the Company 

may request that Metlife and NYL purchase, before March 2, 2020, up to $150,000,000 and 

$100,000,000, respectively, of its unsecured senior promissory notes of the Company at a fixed 

interest rate and with a maturity date not to exceed twenty (20) years from the date of issuance 

(the "Shelf Notes"). Metlife and NYL are under no obligation to purchase any of the Shelf Notes. 

The interest rate and terms of payment of any series of Shelf Notes will be determined at the time 

of purchase. As of December 31, 2017, there were no notes issued or outstanding under the 
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Metlife and NYL Private Placement Shelf Agreements. However. in November 2017, the 

Company submitted a request, to which NYL agreed, for issuance of $50,000,000 of Series A and 

$50,000,000 of Series B Shelf Notes under the Shelf Agreement. The proceeds received from 

the issuances of the Shelf Notes will be used to reduce short-term borrowings under our revolving 

credit facility, lines of credit and/or to fund capital expenditures. The closing of the sale and 

issuance of the Shelf Notes are to occur on or before May 21, 2018 and November 20, 2018, 

respectively. 

1. For the twelve-month period ended December 31, 2017, Chesapeake did not issue 

any preferred equity or enter into any agreements for Interest Rate Swap Products. 

2. Schedules showing capitalization, pretax interest coverage and debt interest 

requirements as of December 31 , 2017, are attached hereto as Exhibit A. 

Except for those agreements provided as Exhibits to this document, copies of all 

Plans, Agreements, registration filings with the Securities and Exchange Commission 

and Orders of the Delaware Public Service Commission authorizing the issuance of 

the above securities have been previously filed with the FPSC under Docket Nos. 

991631-GU, 080635-GU, 090487-GU, 100444-GU and 110304-GU and are hereby 

incorporated by reference. 

3. Signed copies of the Opinions of Counsel with respect to the legality of all other 

securities issued have been previously filed with the FPSC as exhibits to the 

Consummation Reports of Securities issued by Chesapeake Utilities, Docket Nos. 

931112-GU, 961194-GU, 971397-GU, 991631-GU, 030942-GU, 041263-GU, and 

050630-GU, dated, respectively, April 1, 1994, March 27, 1998, March 29, 1999, 

March 29, 2001, March 22, 2005, March 28, 2006, and March 29, 2007, respectively, 

and are hereby incorporated by reference. 
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4. A copy of Chesapeake's most current Form 1 0-K as filed with the Securities and 

Exchange Commission is attached hereto as Exhibit B. 

We respectfully submit this Consummation Report on the issuance of securities by Chesapeake 

Utilities Corporation, Florida Public Service Commission Docket No. 1 G0~~1-GU , this 28th day of 

March 2018. 

Sincerely, 

CHESAPEAKE UTILITIES CORPORATION 

Beth W. Cooper 
Senior Vice President and Chief Financial Officer 
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Exhibit Reference 

Exhibit A 

Exhibit B 

CHESAPEAKE UTILITIES CORPORATION 
Summary of Exhibits 

Description 

Schedules showing capitalization, pretax interest 
coverage and debt requirements as of 
December 31, 2017 

Form 1 O-K for the year ended December 31, 
2017 
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CHESAPEAKE UTILITIES CORPORATION 

EXHIBIT A 
PAGE 1 of3 

Capitalization Ratlos Actual December 31, 2018 & Pro Forma after !nuance 

TYPE OF CAPITAL 

STOCKHOLDERS' EQUITY 

COMMON STOCK 

PAID IN CAPITAL 

RETAINED EARNINGS (1) 

ACCUMULATED OTHER COMPREHENSIVE INCOME 

DEFERRED COMPENSATION OBLIGATION 

TREASURY STOCK 

PREFERRED STOCK 

TOTAL STOCKHOLDERS' EQUITY 

LONG-TERM DEBT 

FIRST MORTGAGE BONOS 

SENIOR NOTES 

OTHER 

TOTAL LONG-TERM DEBT 

TOTAL PERMANENT CAPITAL 

CURRENT PORTION OF LTQ 

SHORT-TERM DEBT 

SHORT-TERM DEBT 

SHORT-TERM REVOLVER BORROWING 

SHORT-TERM DEBT !2\ 

TOTAL CAPITALIZATION 

UNAUDITED 

ACTUAL 
BEFORE ISSUANCE 

AMOUNT 
OUTSTANDING 

%OF 
TOTAL 

$7,935,000 1.00% 

$250,967,000 31.51% 

$192.062,000 24.11% 

($4.878.000) -0.81% 

$2,<118,000 0.30% 

($2,<116,000) -0.30% 

~ ~ 

$4d6Q86 000 ».2lli 

$7,978,000 1.00% 

$128,976,000 16.19% 

~ ~ 

m.§.a~ooo .tZ.ml 

~~2000 ~ 

$12,099,000 1,52% 

S151 ,310,n3 19.00% 

$50,000,000 8 .. 28% 

l~!.~lQT1.3 ~ 

mii~IIZZil .l.IISIJW!i 

S1ock Plans 

PROFORMA 
AfTER ISSUANCE 

PROFORMA ~~OUNT %OF 
IQ!A!, ADJUSTMENT OUTSTANDING 

$19,927 $7,954,927 

$2.,785,009 $253,752,009 

$0 $192.062,000 

$0 ($4,878,000) 

$0 $2,416,000 

$0 ($2.<1 16,000) 

~ IQ 

$2 804.935 $4<18 .890 935 

$0 $7,978,000 

$70,000,000 $198,976,000 

~ ~ 

UQ QQQ,!!JlQ 1206,954,000 

172,804,!!35 ~s844m 

12 $12099,222 

($70,000,000) $81,310,n3 

$0 $50,000,000 

I~ZO ooo QQQl 1q131ozz~ 

1.00% 

31.75% 

24.03% 

-0.81% 

0.30°4 

-0.30% 

.2.l!!m 

5§..Wi 

1.00% 

24.90% 

~ 

~ 

~ 

.um 

10.17°4 

6.26% 

16.<13% 

~~~~~llil5 IZIIII2~Zilll ~ 



EXHIBIT A 

CHESAPEAKE UTILITIES CORPORATION 

Notes to Capitalization, Income and 
Pretax Interest Coverage Schedules 

Actual December 31, 2016 and Pro Forma after Issuance 

PAGE2 of3 

The following adjustments have been made to capitalization: 

1. Common Stock- Number of shares (40,943) times par value ($0.4867 per share), with 
the shares issued for the following purposes: 

30,172 shares for the Stock and Incentive Compensation Plan 
10,771 shares for the Dividend Reinvestment and Stock Purchase Plan 

2. Additional Paid in Capital - Total cash value less the associated Common Stock 
amount for the following issuances: 

30,172 shares at $68.0092 per share 
10,771 shares at $68.0563 per share 

3. Long-Term Debt -

$70,000,000 Issued in 2017 
($50,000,000 Commitment in November 2017, to be funded by May 21, 2018) 
($50,000,000 Commitment in November 2017, to be funded by November 20, 
2018) 

4. Short-Term Debt-
Amount Authorized: $275,000,000 

Amount Outstanding as of December 31 , 2017: $240,671 ,000 
(Including $75,000,000 under the Revolving Credit Agreement, designated as 
Short-Term Debt) 
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EXHIBiT A 
PAGE 3 of3 

CHESAPEAKE UTILITIES CORPORATION 
Statement of Income and Pretax Interest Coverage 

Actual December 31 . 2016 & Pro Forma after Issuance 

Statement of Income 

Operating revenues 

2 Operating expenses before income taxes 

3 Income taxes (including Deferrals) (40%) 

4 Operating Income (1-(2+3)) 

5 other Income, Net 

6 Income Before Interest Charges (4+5) 

7 Interest Charges (b) 

8 Income from Continuing Operations (6-7) 

9 Preferred stock dividends 

10 Earnings available to common equity (8-9) 

11 Pretax Interest Coverage ((3+6)/7) 

Short-Term Financing 
New Issue Debt 

New Equity Issuance 

UNAUDITED 

Annualized Twelve Months 

Actual 
Before 

Issuance 

498,860,000 

414,764,000 

28,341,000 

55,755,000 

(441 .000) 

55,314,000 

10.639.000 

44,675,000 

0 

44,675,000 

7.86 

Amount 

$ (70,000,000) 
$ 70,000,000 

$ 

Pro Forma 
Adlustment 

0 

0 

(185.033) 

185,033 

Q 

185,033 

462.583 

(277,550) 

0 

(277,550) 

N/A 

Rate 

2.03% $ 
3.25% $ 

0.00% $ 

Pro Forma 
After 

Issuance 

498,860,000 

414,764,000 

28.155.967 

55,940,033 

(441,000) 

55,499,033 

11,101.583 

44,397,450 

0 

44,397,450 

7.54 

Annualized 
Interest 

(769,708.33) 
1,232,291.67 
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GLOSSARY OF DEriNITIONS 

A FUDC: Allowance for funds used during consrrucrian 

Am<ndmenl: The Second Amendment to the Rights Agreemen~ whtch was executed on February 27, 2018, and "hich hu the effect of terminating the Rights Agreement at S 00 PM, New York City rime 

on that date 

Alt\1: All\! Energy Managernen~ LLC, a natural gas supply ond supply management company •ervicmg commertial and indu>tnal eusromel3 in W<Stem Penns)"lvania, "hich sold cMain asscu to PCSCO 

tn August 2017 

t\ SC: Accounung Standards C"ochfication 

ASU: Accounting Standard< Update 

Aspire £n<rgy: Aspire Energy of Ohio, LLC, a wholly-owned "'bsidiory of Chesapeake Utili ric•. into which Gat he reo merged on April 1, 201S 

AutoGas: Alliance Auto0as. a nattonal consonium o( companicJ prO\~ ding an 1ndusuy·lcading complete progn;m (or neeu nUetested in shini ng from gll)oline tO c.lcan .. buming propane. or which Sharp is a 

member 

COD: Cooling degre<-day, "htch tS the measure of the variauon m "eorh<rbascd on the e\lenl to whtch the datly 0\'erage temperature (from 10.00 am to 10 00 am) t$ abO\·e 65 degrees Fahrenhrit 

Centnl G•s: Central Gas Compon)" of Okeechobee. lncCf)>Ontcd, a propane distribution p<O\·id<rtn Southc~st Florida, "h•ch sold cMrun asscu to Flo-gas tn December 2017 

CGC. Consumer Gas \oopcntiVt, 1n Ohlo nalurat gas cooptta11\C 

ChtJaJ)takt or ChtUJltAkt UtilltirJ: Chesapeake U1ihues Corporation, its divisions and subs1dianc.s. as appropriate in the contc).t of the disclosure 

Chts•l>t•ke l'ension l' lon: A defined benefit pension plan sponsored by Chesapc.ke Urilitle< 

( ' htupukt Poslrttirtmtnl t•lan: An unfunded postrelircment health care and life in sun nee plan sponsored by Chesapeake Utilities 

Chua peak• SERP: An unfunded supplemental e-<eeull\e rtttr<tnent pension plan sponsored by Chesapeake l:tilities 

Chesapeake S.nice Contpln): Cheupeoke Ser\'ice Compan), a whoii)'-Q\\ned substd•ary ofCheJOpeoke Utilities and the rarent company ofSlipjacl. CIC ond F.SRE 

Chipola: Chi pol a ProranC' Cias Company, Inc, 1 propane d•stnbuuon service prO\o·idcr 1n North,~oest Florida, which sold ctn.lin •ssets 10 Flo--8as in Aub'USI 2017 

CliP: Combined hear and power plant 

ClAC: Contributions from customers that are used to constmct racilitics 

ClC: Chesapeake: Investment Company, a whoHy·owncd )Ubsidiary of Chesapeake Service Company, \\hich is an investment company incorporated in Delawt~re 

Colurnbi• Cas: Co!umb11 Oas Transmission, U...C. an unaffihated Interstate: pipdinc interconnected with Eastern Shore's pipeline 

Colurnbi:. G:u of Ohio An unaffili&led local d1stribuuon compan)· ba.sed m Ohio 

Company: Cheupeoke UuhbC1 CCf)>OnbOO. its dtviSIOOS and •ubSidtanes. as app<opnate tn the contnt or the disclosure 

CP: Cenificate of Public C"on\enic:nce and Necessity 

Credit Agrwnent: The Credtt AKrt<ment dated October 8, 201 S, among Chesapeake Utilities and the Lenders related 10 rhe Revolver 

Otgrte-.day: A dc:grce..OBy Is the measure of the variation in the weather based on the extent to which the average daily temperntme (from 10 00 am to 10 00 run) falls above or below 6S degrees 1:-ahrenheil 
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Orb" ::.rr Oh iJion: Chclapea.le: Uuliucs' natural gas disEnbution optntion sn"oing customers in Dtla"'are 

Dtlmar-\a PtninJula: A ~n1nsula on the cast coast of the: Umted Sta-tes of Amenta oc;cupitd by Dc:lawarc and pont()(IS or ~bl)·land and Vir~Pnia 

Ot:lrnan a Ptnhuula natur2l K:at diJtrsbulion: Chrsapeake Utilities' nllural gas distribution op!nbons. \\hich 1ndudcs lhc Ott.\\ arc De\ •sion. Chcsapulc Utilities' MU) land division. and Sandp1pcr 

Oodd·fnnk Ml: The Dodd·f11J1k Wall Str«r Reronn and Consum"' PrO<«tion ACI 

O~REC: Delaware Depanmenr or Natural Resources and En\'lronmenlal Coorrol 

Dt(s): Otlalherm(s). "hich 11 a natural ps unn of mcas~.~rcment lhat includes a sundard musurc (or huung' aJuc 

Drs/d: O.karherms per day 

Easltrn Shor<: Eastern Shore Narural Gas Comp10). I wholly-owned inrerstlte nawnl su transmLSSIOII $Ubsidtary or Chuapeal.e Uultttes 

EG \\ IC: Eas«m Gas & War"' Invest men! Company. LLC. an affiliate of East= ShO<e Gas Company 

Eighl ~1ags: Eigl11 Ha115 Energy, LI.C, a subsidiary or Chesapeake OnSighr Services. LLC, which 0 \\11$ and opcra«s a CliP plant on Amelia J•land, Florida, mar supplies eleclriciry 10 FPU and industrial 
steam to Rayonicr 

EPA: Uni ted States Environmcntal l)r01ection Ag~cy 

t.:SG: 1;.srem Shore Gas Company and irs affiliates 

ESRE: En>1<m Shore Real Esrnte, Inc, • "'holly-owned subsidiary of Chesapeake Utilities rhat owns ond leases o01cc buildtngs in Delaware and M•ryland to divisions and Stlbsidiarie.s of Che"'J>cake 
Utilities 

fASO: Financial AccOtmlln~ S10ndord• Board 

ff:RC: Federal r~ncrg)' Rc~ulatory C'ommis~ion, an independent agency oft he United States government that regulates the intt"ntatc transmission of elttuicity, natural gas. and oil 

FDEP: HOfida Dcpanmcnt ofEnv.ronmental Proctcuon 

FOOT: Flonda Dcpanment orTr~nsponotion 

FGT: Florid• Gas Transmission Com pan~ 

Flo-gu: flo-gas CorpO<auon. a "'holl~-owned subsid11ry or FPU 

Florida Oh uion: Chtsapealo;e Uuhucs• natural gu distribution optrauon $ming customers in Florida 

Fort Mudt fort \Jwlt narural gas d1\IS1on orFPU 

FPL: Flonda PO>.cr & Lighr Com pan~, on unaffiliated dec1nc company rh.u<t~pplies el«tricitv to FPU 

FPC: Flooda Ptbhe liohues Companv, a "holly-owned sub5ldlll)' ofChesap<al.e Uuliries 

FPU ~f•d•ul Pfln: A ~parate unfunded postr<uremenr med1cal plan fO< FPU •ponsored by Chcsapeakeliultues 

fPU PriUion Plan : A sepaiOI< defined benefil pension plan for FPU sponsored by Chesapeake Uohues 

Cru\P: Ae~ounllnll pnncipl<> ¥<nerally aceepred tnrhe Unned Srales of America 

Ga1hrrro: Gatherco, Inc , a corporouon rhar merged ""hand tnto Aspire Energy on April I, 2015 

CRI P: The Ga.s Rchabali'Y Jnfrastrucnare J .. ro,w.ram, a natural gas pipeline replacement program in florida. pursuant to whach we collect a $ureharge from certain of our customers to recover capital and Other 
program-related costs assodatt<l w1th the replacement of qualifyin,M distribution mams and services 

GSR: Gas Service Rotcs 
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Gulf Po,.<r: GulfPo"cr Com pan), an unaffiliated <icctric company which supplies elcctncity to FPU 

Culbtr .. rn: Gulfstream Natural Gas System. LLC, an unaffiliated pipeline netwo<l; that svpplic. natural gas to FPU 

1100: Hcaun¥ dt¥rte-<lay, which is a meuure of the 'ariauon in weather based on the extent to \\hrch the d•rly ""'"¥<temperature (from 10 00 om to 10 00 am) rs bel<rn 65 ckgrees Fohrenheit 

ICE: lnterconuncnt.ll bchongc is an electronic trodrng plotfonn 

IGC: lndrantO"n Gu C'ompany. a drvrsron ofFPU 

JEA Th< unaflihat<d communrty-owncd uulrty locat<d rn Jackson,ill<. Florida, formerly kn0\\11 as Jackson\lllt Elcctnc Authont\ 

Lendrn p:-;c Bank of America, N A. C'rtrZ<ns B•nk N A Royal Bank of Canada, and Wells Fargo Bank, Natrona! Assocratron "hrch are collecti"l' the lenders that enter<d rnto the Credrt Agreement 
wilh Chesapeake Uuhht) 

M DE: Maf)·land Dcpanment of Environment 

Mrtl..ifr: Me1t.1re Investment Advl50fS. an in.sunnional deb1 investment management finn, wuh whseh \\t t.ntered mto the Mctt..ife Shelf Aj!l:rtemenl 

MrtLifr Shtlf Agrmrwrt : ''"agreement entered into by Chesapeake Utilities and Metlife pursuant to which Chcsopeake Uti hues may r<quest that Met Life Jl<lr<:hase. through March 2. 2020, up to $150 0 
million of unsecured scntor deht fl l a fixed interest nne and with a maturity date not to exceed 20 years from the date of issuance 

MttLift Shrlf Noet•s: Unsecured senior promissory notes issuable under the MetLife Shelf Agreement 

MC r : Manufaclllrtd ga$ plAnt, which is ft s11e where coal was previously used to manufacture gaseous fuel for indusuial, commercial and residential usc 

MTM: Fair value (mark-to-.marlet) accountinl:' rc<tuired for derivatives in accordance with ASC SIS 

{\1\V: Mrgawans, "hich is a unit of mea~urement for rlcctric base load flO\-.er Of' capacity 

Non-Quafifird Orfrr rrtl Corutltnu cicm Pha n: t\ non-qualified. deftned compensation plan under \~rhlch certain of our executivts and member~ of the Board of Directors are able to defer payment of all 01 

a part of ccrtJm spec1facd types of tompcnsauon. mdudtng e'<ecutJve salaries., cash bonuses, exccuti\'C performance shares and dm:~ctors' rctamtrs 

NYL: New Yor-k Life Investors l..l C, an 1nscuuuonal debt tnvestment management firm, with which y,·e entered into the NYL Shelf A~rccmcnt 

1\'VL Shrlf Asr•rmrnt: An aarrcn1ent entered into by Chesapeak< Utilities and NYL pursuant to whrch Chesapeake Utrhtr<> may r<qucst that NYL purchase, through ~1arch 2, 2020, up to S 100 0 mrlhon 
o( unsecured s.cmor debt at 1 ti'Ctd 1nterc.st rate and \'-'1lh 1 marurity date no< to exe«"d 20 revs from the date of is.suanct 

1\' YL Shrlf~otu: Unst<:urtd senror promrSSOf) note> muable under the :-;Yl Shelf Aj!r<ement 

N' 'SE: New Yor~ Stoe~ ExehanJI< 
OPT Sen ice: OITPcak ~ JO or S 90 Farm Transportation Ser-ice, a tan IT usociated ,.;th East= Sbore's firm transportation ser-ace that o1IO"s E.tstern Shorr to not schedule service fO< up to 30 or 90 days 
dunng the peak months of NoHmb<r througll Apnl each )Cat 

OTC: 0, et·thc-countcr 

P<ninsulo Pip<lin<: Penrnsula Prp<iine Compan), lnc . Chesapeake Utilities' wholly-owned Flonda rntrutatc prpeltne subsrdrary 

Ptoplcs (;aJ: The Peoples Gas Systtm d1vis1on of Tampa Flecuic Company. an unaffiliated utiluy in Florida that has IJ<Hnt ptpchne \~llh Pemnsula Pipeline 

PESCO: l'enrnsulal'nergy Smu:cs Compan), Inc, Chesapeake Urihties' wholly-o\\11ed natural gas marl<cung S>JbSidllf) 

P:\C: PNC Dank, National As.soeiauon, the adminifi;tnui\·e agent and primary lender for our Revah er 
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labl\: ,,fC'ont~.!ll .. 

Pro•y Staltmtnt: Chesaprake Utilotits' dtfoniti'e Proxy StattmenttO be filed nolattr than March 31,2018, in tonnoction with our Annu•l Meeting to be held on or about May 9, 2018 

Prudtntil l: Pl\ldcntial ln,·estment Mana.semftlt lnc. an instituuon.al in\·tStment mana.gcmtnt firm. \\lth \\hteh "e ha\e entered into the Pnadn1ti.aJ Shelf Agrtement 

Prudtntiol Shtlf Agrttment: An •greemtnttnt=d into by Chtsapeoke Utilities and Prudenbal pursuant to whtch Chtsapeoke Urilitits may r<quuttbat Prudenttal purchue, through OciObcr 7, 2018, up to 

Sl so_o million or Prudential ShelfNOtt:S ~n a fixed inttftSt rare and With a matunty date noc to ~'ltcecd 20ycars from the date of issuance 

PrudtntiRI Shrlf No1rs: Unsecured senior l>romissory notes issuable under the Prudcruial Shelf A,greemcnt 

PSC: Public Service Commission, which 11 the state a,gtncy that rt~\lhues the tatts and/or iervices provided by Chesapeake Utilities· naau&l HAS and electric dismbution opcnuions in Delaware. Maryland 

and Florida and Pentnsula Ptptlint in Flonda 

IV\ P Remedial Aebon Plan, \\hich ••a plan that oudines the procedures taken or being coc1Sidered '" remcning contaminants from a MGP former!) o"ned by Chesapealt l,;tilitits or FPU 

Rayonitr: Rayo<utr Ptrformance Ftbers. LLC, the eompony that owns the property on \\hich Eight Flags' CliP pllnt ISlocattd, and a custocntr oftbe Sleam generate,) by the CHP plant 

Rttirr.m("nt Sn\'lngs Pl:m Chesapeake Utilities' qualified 40 l(k) retirement savings plan 

Rtvolvtr: Olar unsecured re\'olving crtd11 faciltty with the L"-ndc1 s 

Righu Agrf'tmtnt The Rights Ag.retment by and bet~'«" the Company and BtnL:Boston, N A.. dated August 20. 1999. asamtnded by that cenain First Amendmtntlo Rlghts Agrecmenl by and between 

the Com pan) and Computershare Trust Company N A, a• >UC<:tuor rights agent, dattd September 12,1008 

S•ndlliJ>er: Sandptpcr Energy, Inc, CheSipeilke Utilities· \\1lolly-owned subsidtary. \\htch prO\id<S atanfT-bucd dt$lnbuuon scn•ceto a"'orners '" \l'oretst<r County, Mar) land 

Sanford GrOIIJ>: FPU and other rcsponstble panics invol<ed with tht Sanford MGI' site 

SCO Standord Chotec Offer, a prognun offered by Columbia Gu of Ohio in which PES CO was seleettd as a natur•l gas supplier J>ursuont to a competitive auction to serve a pool of customers within 

Columbia Gas of Oh1o's service tenitOI)' from April 2016 th<OU!Ih Morch 2017 

SEC: Socunuu and E\cbange Commiuton 

S~nior ~OttS Our unscture-d long·lttm debt is.sued primanly lO tnSUrt.nC~ companies Oft \'lnOUS dates 

Shnq>: Sharp Energy, Inc., Chesapule Uultttes' wholly-owned propant distribution substdtary 

Shnrpg•o: Shaql!IIS, Inc, a subsldinry of Sharp 

SICP: 1011 Stod. and Jncenti"e ComJI"n'"tion Plan 

Sl R; A systtm •mrfO\·~tnt rate addu d~igntd to fund sysum t\pan.sion costs "'ith1n the cuy hmits of'Oce1n Cuy. ~tal) land 

Skipjatk: Slo.lpJICl, tne . a whoii)'...O\\ncd subs1daa.ry ofCh.cS.lpeille St1V1ce Com pan) th1t owns and leases office bu1ldmgs m Del a,, are and M:at')·land to affiliates of('h~apuke Ctihtles 

S& P 500 lndu: Standard&. Poor's SOO lndt"t, a stocl m:ukct indt-< based on the market capitalization of 500 leadin~ companies. whic:h is intended to represent the 0\erall composition of the economy 

TCJA: T" <'ul5 and Jobs Act of2017, 1ellislation passed by Con11rcss and signed into lftw by the President on Dectmbct 22, 2017, which omon11 other things reduced the corporate income tax rate from 35 

percent to 21 pt_rcent.. effective January I, 2018 

TETLP: Te\U Us1~m Transmiss.on. t 1), a.n Interstate ptpelinc mterconnected wuh Ea)tctn Shore's pipeline 

Third Porti<ip•tion Agrttmtnt: An agreemtnt Stgntd b> Fl'U and the Sanford Group, \\htch P""id<s for the fundtng of the final rtmedy apprO\ed b) the EPA for the property owned by fPU '" s .. ford, 

Florida 
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Trausco: Transcontinental Gas Pipe Line Company. LLC, an interstate pipeline interconnected with E.astem Shore's pipdinc 

Xeron: Xcron. Inc .• an inactive subsidiary of Chesapeake U1il icies, which J>revioos!y engaged in propane and crude oil trading 

Page 8 of 120 
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PART ( 

References in this documen1 co .. Che~ape.ake,•· "Chesapeake Utilities," the "Company," "we,'' "us" and "our'' mean Chesapeake Utilh•cs Corporation, iu div1sions and/or its wholly-owned subsidinrics. as 

appropriate in the context of the disc:losure. 

Safe Utrbor for fo"'ard··Looking Staltmcnl,s 

\\'e make siatm~ents in th1s Annual Repon on Form 10-K 1ha1 do n01 dir«t.Jy or t"(cfUsi\el) rdatc to h1.S-toric:a.l faas Such statements •~ .. (01"\\--ard-lookmg itatcmcnti .. ''lthm the mean1ng of the Pri,·acc 

S.curiti<S Litigation R<fonn Acto{ 1995 One can typically odcnbfy fo.ward-lool.ong sur<m<nrs by the usc offorn-.rd-loo~on~ "o.ds, such as "p<OJtct." "btht\e," "opcct." "anticipatt." 'ont<nd," "plan," 

.. esumate~"' · continue, "poccntial,"' "'f«cast'· or ochtr sim1lar "'orcb, or futur-e or conchuonal 'C'f'bs S\Kh as .._may ..... "'11.'" .. should ..... v.-ouJcf" or ... C'Ot.lld .. These statements rcpr~nt our inteniJons. plans, 

<Xp«lations, assumptions ond beloefs about fururt Jinancoal performance, business strategy, rrOJ<eted plans and objtc~\U or the Co.npany Fo.ward-lool.onll StatementS speak only as ofth< datt they are 

made or as of the date 10d1Catcd and \\<e do not undertake any obhg:ation to update forv.ard~lookmg statements as a result of new information. future e.vcnb or otherwise These statements are SUbjtct co many 

risks and unc;.crtaintics In addition to the risk factors dcStribcd under Item JA. R1sk 1-t•cwr,, the following imponant factoril, among others~ could cause actual future rcsuhs to differ ma.eriaJiy from those 

expressed in lhe forv,ard·looking statements: 
state and federal lcgishnive and regulatory initiatives (includin!' deregulation) that affect cost and investment recovery, have an imJ,act on rate stmcmres, and am:ct the speed and the degree to which 

competition enters the tlecuic and natural gas industrie1: 
the outcomes of rc~ula1ory. tax, cnvironmcnt.a1 and legal mauers. including \\'hethcr pending matters are resoJ\'ed w1llun current estimates and "hether the costs associated with sueh mauers are 

adequately cO\·cred by ensuranu or recoverable 1n ratrlo. 
the impact of s.s:n•ficam changes to curren1 tax r~lallons 1nd rates. 
the timmg or cen•fic111on authonutions associated "-1th new capual prqecu. 
lhc ab11iry to con.suua {acihues at or bdow csumau:d eosts. 
changes in environmcntll and other Jaws and rto'\lfaUonJ tO Y.1uch \\C arc SUbjtc:t and tft\olfOf'lmcntaJ conditions or properly lhat Y.t now. Of may in the future, 0"-ft or operate. 

possible increosed fedentl, state and local r<~'Uiatooo of the safety of our operations. 
general economic conditions, including any potenual tlfecu arising from terrorist attacks and any hostilities or ~her t"(ltl'naJ ractors over w·hieh "e have no control. 

long: term g.lobal climate change. which could advcnely affect customer demand 01 cause extreme weather conduions thal disrupt the Company's operations. 

the weather rtnd other natural phenomena, includin~ the economic. operational and othe1 effects of hurricanes\ ice SIOffllJ and ocher damaging we-ather eventt. 

customers• preferred ener~ sources. 
industrial. commercial and residential gro\'-·th or contraction in our markets or .sen.·ice territories, 

the dfcct of competition on oor busines.sc:s. 
lhe timing and c'trnt of changes 1n commod:ny pncts and .nttrest rarn, 
the abiln)' to establish nrn, and maintain key, supply $0Urc<S, 
the clfea of spot, fO<\,ard >nd future market pricts oo our' anous energy busin<SS<S, 
the extent or our SU(Ctn m (onnecting natural ~~~ 1nd eh:ctti< supplit'$ to transmiuion S)'f!tms and in expanding natur~J gas and clccmc markea, 

the c-red•tworthancu of tountcrpartie.s "-ith -which Y.t arc engaged in transactaons. 
the c:tpitaJ.inten51VC n:tturc of our ttgulated energy businesses. 
the results of financing cfforu. •ncluding our abilhy10 obuun financing on favorable terms. whith can be affected by vanous factors, including credit 1aungs and general economic condiuons, 

the ability tO successfully execute, manage and integrate merger. acquisition or divestiture plans. regulatOJ)' or other limitations imposed as a re!uh of a encrtlcr, acquisition or divestnurc:, ;~.nd the 

succ:cs.s or the business following a merger, acquisition or divcstiwrc, 
the impact on our costs and funding obligauonS1 under our pension and Other posHttircmrnl benefit p1ans. of potential dow-nturns in the financial mark ea. lo\~tr discount rates, and costs asroclated 

with the Patient Protecbon and Affordable Care Act, 
the ability to contonue to hrrt, train 1.nd r<tain appropnotcly qualified personnel, 
the dfcct of oa:ounllnll pronouncem<nts issued J>Oflodocall) by accounting standard-SCitrnll bodr<S. 
the timing and suc-cess ortec:hnologiul impro\ emenu. and 
risks relaled to C:)b«...alta.cks or cybeNcnorism that could d1srupt our busint.ss optnuons or RSuh an failure or in.fonnauon tec-hnolog)· S)'Stt:ms 

Chesapeake Utrhtoes Corporation 2017 form 10-K Page I 
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I >~ 

CORPORATt0VtR\1EW 

Chesapeake Uulities Corporation is a Dcla"arc: corporauon formed in 1947 We are a diVersified energy company engaged. through our opcralln}:; divisions and subsidiaries. in various entrgy and other 

bus.incues We operate primarily on the Dehm,rva Penmsula and in Florida, Pennsyhrania and Ohio and provide natural gas di$tribution. transmission. supply, gathering. processing and marketing. electric 

d1stnbuuon and generation: propane distribution. steam ~eneration, and other energy-related SCI'\' ices 

OPt' RATINC SEGME.!'TS 

We operate within ''"o reportable ~gmcn1s Regulated IJ'Icr¥)' and Unregulated Energy The remainder of our operations is presented as ·•Other busine!I$CS and chminalions'" 

The foliO\\Ing c-han shows our principal busines.s structure b)' SC:Hmcnt and Other businesSts 

ReJUiated Energy 

h"'WII~~ -o-•~«~U~~• Oe"...,,,c ... -so.., -Ctc:.-»:e·MYtW'IOi»ftso\ 
S•l"'((pPfl" 

El!II!U 
\l!u...-tiOcbO:v.s.o"t 

"" HU· no ... o....nOW<:~n 
HU·,t~o~t•.tu!Se~.()l\ 

lfirwhlt§GMT"""--* 
[u:·~?o<t· !"qN:&t1> ;lll.t'lt 

't"",..,_.'"r-e·f<T4e ~•• 
*;e'"'l 

UnreJUiated Enerty 

N•t-ul G•,G•IIit("'Co rt«euWoc, 

"'''"""'' ... S.Htr AUI•tltltrrrVC't'<> 

The roiiO\ .. IIlg table shows ~rating income for the year cndtd December 31. 2017. and total 1.sscts 11 or December Jl. 2017, for ouropenung SC:l)mC:niS and othtr buJinc:sscs and e:liminations 

Mpa.,nt"fhrWuetM 
Otwl'llll•t lftC"Unw TolaiA~wh 

Regulated !Zncrgy 
73,1<>0 1,121 ,673 

Unn.:~lii:Ucd Encr~y 
12,477 261,541 

Other bus1nesscs and eliminations 
206 34,220 

Total 
SS,S4l s 1,417,434 

Adduaonal financial inrormation by business s.qvntnl is set fonh 1n lt~m 7. AlcziKJF;emrm:\ Dl""-ll"m" at~~.l A,1alpH of Fmm~e1al CoJ~.tllflcwl anJ Rr,ulh "/Opt·r~J.Imn. and /tf!nr B, Fiuoncml .'\Jotnlftnh onJ 

SUf'J'"-'m~nlciiJ /)c.ltd (Ste ~Ole S, S<s:mt•nt JnfannaiUHt, 1n the consoJidated financial statement$~ 

Th< follOWing charts pr=t op<fllting mcom< b) t)p< o( on<rgy ddiva«< and ar<as snved (or th< )<At ended Otcemb<r J I. 2017 and avetJg< in\tstm<nt by t)pe or <n<rgy ddiva«< and areas snved u o( 

Otctmb<r J I, 2017 

Chesapeake U"hues Corporation 2017 Fonn IO.K Pag< 2 ------
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Regulated Energy as our latge.st sc-~mcnt and cont1S1.J of (i) our narur~ol gas distribution operations in Delaware. ~ill\• land and Florida, (ii) our electric d1stribution operat10ns m Florida, and (iii) our natural 

gas tra.nsnus.sion opcntions on the Delmu..-a Penm.sula and in Aonda. All operations in this St-gment are re~rulated. 11 to their rateJ and ~er.ice. b) the PSC ha\'ingjurisdidion in t3c:h sute in "'hich \\t 

oponte or by the FERC in the c:ose or Eastern Shan: Our natu~l gu and etmric dutrobUllon ~tlonJ are local d•stnbuoon utili~es and gene111te re,enuu based on tanl'f rates apprO\ed b) the PSC or each 

state in which '"'c operate The PSCs have also authorized our uttlities to negotiate rates, based on 11pprovcd methodologies. with customers that have compcti~ive ahcmalivcs Some of our customers '" 

Maryland arc. and will continue to be. served with 11ropane through our underground propane di stribution system under p~sc...approved tariff rates until \\'C complete the conversion of the system and these 

cultomers to natural gas These customer'S are included in the Delmarva Peninsula natural gas distribution operation's resuhs and customer statistics 

f:as«m Shore gen~tes re-enu<J based upon the FFRC-apprO\·ed tAnl'f rotes East<m Shan: is al•o authorized by the FERC to negotiate rates with JU customers aba•e or below the H: RC-apprO\ed tAriff 

nUt'S Peninsula P•pdine. our flonda intrastate J)il)('line subsidial). 1S subjta. to rc-b-ulauon by the Florida PSC and has nC¥otiated contn..:ts "'ith c;us.tomers. 1nch.uhng cenatn affiliate$ Our rAtt:) are de.signtd 

to provide the opponunity to ~encrate revenues to recover all pn1dcntly incurred COlts and provide a rerum on our rate base that 11 sufficient to pay intc:res:t on dctn and a reasonable rctum for our 

stockholders. fiac:h of our utilittcs has a rate base, \\-hlch generally consists of the anginal cost oflhe utility's plant less related acC\amulatcd deprc<:iation, workmg capilal 3nd c~nain other as~lS In cena1n 

JUrisdictions. the nile base may also include deferred income tax liabilities and rnhl.!r adduions or dcduc:u.ons 

The natural ga.s commodity marke1 for Chcsapulroc t:uli1ies' Florida Di\·ision a.nd Fru·s lndlanto"n dt\'ision is deregulated Accordingly, markders., ralhcr lhan a tradtuonaJ utility. sell natur'al gas to end· 

use <ustorners Jn those jurisdJctJO<I$ For all or our Clher local dJstnbuuon utiliues, , .. ha\e fud cost I<CO\<f)' meehan~sms authorued b) the PSCs that allow us tO penodically adjust rucl ~· .. tO ronect 

changes in the "'holesale cos:r of natural gas and tlcetricny and to en.)tlrt 'o\'"e r~'"er all of the costs pntdrntly incurred '" purchasing narural gas and elcccncit) for our customers 

Chesapeake Utilitres Corponotion 2017 Form IO·K Paije 3 

https://www.sec.gov/Archives/edgar/data/19745/000 1628280 18002594/cpk I 23120171 0-k.... 3/29/2018 



Document Page 12 of 120 

The foll0"1ng table preS<1lt5 optnung n:venu<S, volum<S and the ., <rage numb« of aJ>tom<tS b) cuStom« class for our natural gas and elcetrit d•stribution optnuons for tllc year ended Dceember ll, 

2017 

IXIn111t\• tk~rl.la 

Naturai(;-14•UI,II'11•11111o" NllfWI'III c .. , Dl,lrll••liOfl . 

Otw,..lf•t Rf't:••n (in thuuunJ,) 

R...-ol 51 \6S Sl'!". l 1C 1\1l U"' 

c-101 Jlst:S 12% lM1l'1 ""' 
tn..U...».l 7,611 8'- 2J(I!'! l.lo.% 

OCiwr l.l<>l )~. ( 1.41JSl (1),.. 

TOIIIII Otw.• ... ,i •• fTHIIIf4!11 
100,071 l tm'o 101,41') I(ICJ% 

Vol.amtto (ilt l)ujM n•w•lt tn'Mtl11'/"' ,(ntrk} 

Rc kbto..& }_lb"',ktl - l,bW,t>ll 61< 

C~- ~~, .... ,s w. 7,0t.,,., !6" 

ln.kl••l .S.Il.S.t.11 4J•• 16 IO~ '-' "'" 
Oohof 9Hil I% ')l7~ 761 '"' 

Tolltl Vohanw' ll,864,fol(, IW'Io 2.b,MI,7~K IW% 

A\l"t""oiJ"!\•mllutofCIII.UORM"N14 

RC'•..Icn4 6~MY "" 711~JI'\ . ..,,. 
(..._., ... ... s ... ~ n.s 1", 

(n.Ju ..... U7 --"• 2lS7 ,,. 
01J>n 

_,. _,.. 
Tttl:al Aun.c~ C:•biOttlltl") 7),6% 11.111"/. 771C4l 1w•. 

' Orc:ra1Wij! Kf'fiWI\ llol!lt •011w1'" •liiiU•Indlklf Wl"-lkJ ff\fltiC, wnJotr (en: ttl ro.;(o\411A ••I fok!l tu.._ «NUt:n .. hotft R"' mow. vltwf "",...111111111...,~ ..:hN,h, fll'ell f,., !'llltnjl "'"''~~ prmo~l •n lhml f"ii''"'' anol-.!;..ueum~ ''-'' ...... lhlvllfh ..,'<,~ 

"' fklrll.la naWial ,.,_ •k.tnkn .. m ""luJn Ou!lilf'alh Utol•lltC-.' llond• O.:n..ul\. H \Jan.tll 'lt•I.W.aMtl"-" uJ ten Me.Jf ..1111""'*" 
• A\fflllt•UM"-1 ~._. .... ~.,-.JOOh•th--...ltii\C"ftfOI'Itw~att...Jt.IDc..Mhort \1.1<111 

rru 
£1«trlf' 

Oidrll .. ulnlll 

44.(:(2. ~' .... 
4J.I.at \(l•. 

J.561 .~. 

(5,91~) 17 .... 

82,866 too~. 

!YJ.SIO .... 
)U.&_)lS "" ;1 l& ,,.. 

7.511 z·/· 
(.l{),(; lfi 100% 

!4.574 , .. 
7,451,1 ll% _.,. 

Jl.(ll{t ICJU!4 

The foll01'o1ng table prescnt5 optnllnjS re,enues and design dav capacity for Eas1em Shore for the year ended Dcecrnber ll, 2017 and oon!ract<d firm ti&nsporUuon capae11y • • Dcecmbtr 1 I, 2017 

OP"n..fl•a R~ "'"lit'~ (in lluHwuu/,) 

l..ocal ,h,(rtt.ltll>n wmp•ru(ll • •fl•hah.-d" 

L«.al dt.-nl"'~Aaon comt'fltut."1· non·•fliluu~ 

Cumn~·r. ... l•nJ tno.lotWl•l 

OOhn 

c ... r .... c-rt~ tlrm lnit~pu-rt.ll&a "',..."") (•'tt Dtt,l(} 

1 ~,.AI oil"' '~*""-'" t;.OniJ"'IIletl ·•tftl1111ed 

LA~;tl d1&1ul~wn con~r~t~hlc:f· non·ldlihi letl 

t\lfnnkh.lll anJ 1~ol 

Tot. I 

o• '''""'4.J.tcol ,......,._ • ..a '"lot.-ioo, b.w.-.vc-1. ,_ ,,.,.a lllolnk'*"'•Dil .. ~~om.t~~ollfthl•••...., ••.,.. ~~ (...C ~,..,,..J ~"'' """"""' f~~tl '''"'""'-'''"" .. .._..__ .. 

m Of"CRI.IIIJ tO'\o'C'IUIIt• ''"'" •othU' •JOR:<f'll lll"f fAlM 6.f ICi!W to( I *' P'J('trt!U lftd If WI'-. j.,, ""' , _, lt.fnetoi 

Lut~rr.S~K 

IIUSQ ll% 

12,1Sl liH'• 

2o,.,~s \S...,., 

tl «1) lb't"'. 

S7.77u Jill).,.. 

HIIJM2 n'• 
66.1•1 l • % 
(.79ll l'l% 

!t.a 1S1 IV.I% 

ll•lS1 IUU% 

Peninsula l'il>cline contracts with both afliliatcd and non~affiliated customers to prov1dc firm transJ>Onation service For the year ended IHccrnbcr J I, 2017, operating rt:'venucs of Penin"uiA l)ipclinc wel'e 

$7 2 million, of which S4.S million was related to service to our afliliatcs, FPU and Eight 1-la~s. under contracts which were previously ap1>roved by the Florida PSC J)enm.sula Pipclinc·s opcnnin1 ttvenues 

from FPU and £i11h1 Fla~s arc dimmal<d tg&Jnst the cost of sales 1n our consolida1ed finant1111nfonnation, FPU, hO\\C\et', includ.s this amount in its purchased fuel cost and recovers it through the fuel COSt 

recm~C'r) mccha.nism 

Ch<$0J"'aLe Uuhu<S Corponnion 2017 Fonn 10-K Page 4 
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rabh: uf_('C'Ioh'nt 

As of Dtctmber 3 I, 2011, our in,tstments in our regulated optrauons .. ..,.. as folio"' $136 5 million for Dtlma" a Ptn•nsula natunl g~> d"tribution, SJ 16 0 nulhon for Florida natural 111• IJld tlecuic 

mstribution and $2<0 I million for narunl gas transmission 

W~cllh(r 

Rc,•enues from our residenual and commercial s.ales are afl'"ectcd by seasonal variations in weather conditions~ which directly innuencc the volume of n:uural ~as and electricity sold and delivered 

Specifically, cu5torncr dem3nd substantially increases during the winter months, when natural y,as and eleeuichy ate used fot heating r.or c:lectticity, custc.)lner demand also increases during the summer 

months, when electricity is used for cooling We measure the rtlative impac1 of"'eather by usin1; a degree~ay methodolol!O' accepted by the utihty industry Degree~day data is used to estinuue amounts of 

energy rrquired to maintain comfonabJe mdoor temperarure lf!\·tls ba1ed on taeh day's 1\'tnl~t tempenuure Normal heating and cooling degree-days are based on the mosL recent J O·)·ear aver.-.ge 

Our Mal)·land dJ\"ision and Sandpipa's rates lnclude a Wtlther nonnahzation adJUstmtnt for r-es1dtntiaJ heatlna; and \malltr commercial heaung cusuxners A "tathtr norm~iution adjus1mtnt1S a bilhng 

adjustment mecharusm (or ·decouplcd. rate mechanism) that is de;ia;ntd to dimirutt the t-fTtct of dt\i&tions from 1\trag-e seuonalttmrtntura on utility net rc\tnun Sandp~JK"f" rect~\·td apprO\ AI from 

the Mar)' land PSC to include in its rates a rC\'tnue normahzauon rnrc.hantsm for rtsidtnual htat•ng and s.maJitr commtrcial htating customers 1n 2016 

We do not currently ha\'t :any weather or revenue nonnalizauon or ''decoupltd .. rate n1cchanisms fetour othtr local dtsl11buuon utiliues 

Rrgulotorv A tum•C\ 

The folio"' nil table idtntifies the key rtgulatory ill:Oneies and highlights the most recent bue rate proctcding informauon for each of our m•Jor uu!Jties 

OoapaLt \..tllldr-.. • C"'tbapdM- UliHdou • C.ftollpnk\;tdilin. · 

[)c<b,..~,...o~h!M f'loriilb.Ohhlioa f'PUNhmt.lCu FPC EI«Ctk ~t..,a...40M-. C.dtnSH"' S..dpi"P"' 

Rr-c:•lar.u, A~flt): int.l'~N~ florid> PSC norWa PSC r~e,w .. PSC ~ta.., l;,uuf PSC fERC M•.,t..•tl PSC 

Cummb,,llll S lntciUn': $ ~Omnllli"I•"ICN SOIIQiml».l \"'lfltfl S(:cn miiSliiOClcO! Scomm~tOM:u S\:illhlfllll:llune:rt 't,;(lftU'Illli~l~t'ICJll S~i'I'I111U'OliiCXIo:r:t 

P1ut•l'uno Fuii•Tim~: l,.ull•1'ur,., 1"11JI•Timc: l·ull- l'uu~ tuiHum: h•ll·l'unt• 

Uuhcrn;uonal <•ubcnu~,,aa lrullenutonal (hal'll.'rti.IIUlnll Ciul'C'ma.lilnal (jub;mntuulll 

AJ"'ffiihl~ """'""'""'"' An)Oi.Uncna Arrowtmel'll A.,'P'··~mcnl hr-",k'fthal Arro.mmcm ~'J"i•ln&ancnl 

Ba..- Raw f"nK"rnft.(V 

Dd11\utO"'f«1 .. ot,.,~totil•"l 
opptx.t ... 60dlu WJiu 'JOdl\'1 .., ...... ll>!.>dau lJr"l"-nJah J!Lo[)•u 

1\rrZK.IIII.J<Iftdilh:a,..._-..;tatC\1 YIJtbl.b.: ~ 1'\'\Cn& 
12111'2011 pc."':rnan .. :ut fill.:* 07/l.cnuti"J 1!1171200$ U1N:VliJI7 os~•llJ,J(A l1l7ntll7 ll'>lJMl 

EO'.."~.:! I \~ t.hlt ufl~o.:lmlllll.'nl r.lltll UM.tlr.ul7 tH/14nUIU Ul/1412010'" OII'O:V201ll: 1Win()o7 C•M.II/1.01-r" IUIJI/2lH7 

Aftnull Ph~ Ult.:I..:I•C lrfl'O'""., $2.!54).~·· Sl,S~.lUO $7,'J6'J,Utlll $1.llK,USO SM!I,CJ.XJ S·l.~li.),OI•fl' i'l!i\''' 

'Tbe<l1«1.i\~d.k.rdlcOI'iokt~'Uif:thc '>C'Itkmmil apcnnrm. "-t-.had,uKIN~ tatuonisnalh •AWU'~ lliiAaw 4 ZUJ9 

F..utnft \ho-cc r rrJ ,_. ~.Jkd~•pcanalll\\nh cbr •uc •I~'CI 2017 fl:l(('•rf'h"C\IIbt ~·f.:ft"mo>!S2t'l\ kctct ... Jn un f~ :,IC 20111. tlK ~Jn •lll f,e.JecmN (anal ~d.rc,~vfthr rjpllwr..-~q • 

Mat\h ,,, !\IIJ~ 

•1'\n.""c-..Ja""·'-' mwnoa~t~ 
Tho:tcm..-•fdw 'fellknW11l~~,_ f• r dw HttJ <l('l;lfl.; davui(IQ lunlt..-Jp,~ftl.ll"f ''lth\befllln.lot P<;.l'p("oo;uhalaDa.,..ll .. '\J kh•n l•n •p.uh tao@C•l(VlS t.1 II 2S J'!C'II.C'AI. \Hih• tmJ-puull t\1' 10 1' p.:t.;dl ThC' FPU<I«llto.:llt\ltauncUIAOf tik 

( 01 a ha!loC 181~: Ut~.fclil• Jlflll1f 1a l)e~o~mhcT lUI'~ unkll•''' •tiO¥-t:J n.1\lfn on t:'ll\)11\ •• ~I'"' lhc tulhufv .. "d ,._.,~ •bJ '' npml.'l:.:o nn """''k.•f"''1-=d ... r W\(pre>e-.;n ''"'"' thnl loltlpkb &be llflmtll '''~:"''*' tC\jUI~ ;n cs.,;.ull ••fS'!I.)U.UUIJ 'o\tlhlft on~ 

1.,_)1\lli~IUIIO~If·ll'IINUIII'CriUd 
1''11'11> lentil Ill d10 l[l.ll'C'h XOiliKI\IIk u:\o,:l~k' OCI.Illlll IIIIC't (01 1hc fir ;;a )'t:IU, f11l .. ml.\t h;v. s~:hcduJe o( rD1C I OiJI.h.tM~I\.11 In ~\'lol1.~nl )'.:ill II ba!ol:J Ul'll'l\ th~ ptti)..:CICd HI!C Co( f'HII'lllnc 1(1 fllllur•l gAl l:l..lll\~fliiOn• 

... nw, tahle 1rn~u ••tr lll(rr~ •.t ,.\u ('r 1~\IIU llf-IW>\~J pr101 101M t"M;;'nlCI\C (I( the TOA on IA"C'ml11:1 ll. 2017 ~-= llf'llf R, Fmatk ttJI.~•"""tr"iJ llltJ ~rrk•t'Nt•''} J)(,,,, (Nt.lte lfl Rak'~ wJ Otllrr RtJtlllaJuf\1 At'ltWttfs ••liS N.>~c 11 ,/mot'" fM,..f 

1n Ole «"n~~~nl (u~b>...& Aalemmlll) f01 fwlhc1 ~~~\liW!o oo lbc Ut!pkll>f th•• ktJd•h••G a.. our rcpl.,od k!Jants.-.r' 

r">J1x: ~~ 1..J P"-" .,...-m.'Cid • dcc1lmnf mwn •• c.-h tM1 "lU reJii!IJt •• ..._. • c..._ n~ 

In addmon to the base ratts appro>ed b) tht PSCs, ctruin of our local distribution utihues ha>e admtiocW surcharge mechanisms th•t v.trt Stparatdy apprmcd b) their rupeeti'e PSC The mOSt ne<able 

su-rc:harge mtchan•s.ms tnclude lklawart's surcharge to incrtasc che 
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availability of narurnl gas in J>Or1ions of eastern Sussex County, Delaware. Maryland's surchal'H,C dcsi~ned to recover the costs associated with con,·e,sions co natural ~as and to improve infrastructure in 

Worcester County, Maryland. and Florida's GRIP surcharge desii;ntd to recover capilal find other costs, inclusive of an IIJ>ptOJ)fiate return on invcstmen1, as~tocitued with accelerating the replacement of 

qualifying distribution rna~ns 

At the end or O..:em~ 2017, the Vmted Stores Coogreu passed and the Presid<nt SI8Jled onto Ia". tht TCJA, "hoch is dl'<CUH b<ginning "ith th< 2018 u. year Among oth<r things, the TCJA 

sub>tantillly reducfl the <oq>Orat< Income ... , rate to 21 ~n:ent, dl'ecti.e January I. 2018 Each sute PSC, "ith jurisdictioo O\tr the areas th2t "e set\ e. has IUUed, 0< IS in the p<oeess or osswns. requests 

(or information or Of'dets derectmg utiliucs to make filings csumat1ng the impacts or the- TCJA on tbor rtSp«tivt costS to ser.c and to propose how lht tax Ia~ chan,es are to be rdl«ttd 1n fllU We wlll 

co.-nply "ith these O<den and "'II make any necessaoy changes, u dorected by the applicable PSC The FERC has nOt yet issued ony procedural O<ders on ohis matter; ho"evcr. the setdtment •Krccment that 

we liled with the FERC in December 2017 outlined the procedures and proposed customer rates 1n the event of tax rerorm We beiiC'\'C that the ultimate rcsofuuon of these mauen "ill noc have a material 

impact on our financial J)Osition, Qptrating results or cash flows 

See /IC!m 8, Fmancm/ Sum•mi'lll:i tu~<i Suppkr~umtory J)aw (Note I I, Jn,·ume nrxtJ', and Note 18, Rille.'·' andOJhc.•r Regulatory Aci1WIIc ,·. in the consolidated financinl statements), for more information. 

Our narw-aJ gaS and dtetnC dJStnbutioo operationS and our naturJl gas tranSmission op«<IIOI\S Comrtfe With olh~ forms or tnt'¥), Including oil~ propane and rtnC'"'"IbltJ The principal comptUU\Pe ractOfS 

art price and, to alesS<f e\tent. accnsobohty. Our natural SU dostnbuuon ~rations ha\C S<\crlllarge ondusuial c:usto.-nm that are able to use fuel oil or prop•ne u on llternari\C to natural Ill> When oil or 

propane prices d«hne. chcJt 1n1erruptible customers may con\ut to an altem.athe futl source to s.a11sfy tht:ir fuel rtquirements.and our $ales "olumes may d«:hne To addres.s the uncertainty of'ahernauve 

fuel prices. "e u.se flc-'(able pricin~ arrangtment:s on both the supply and sales sides of our busines.s to compete with alremau" c- futl pnce fluctuations 

LarHe industrial natural sa~ cu<tontel'$ may be ab1e to bypass our diStribution and transmis~ion systems and make direct connecuons wuh "upstrean1' interstate transmission p1pelines when such connections 

arc e-conomically feasible Cen:ain large industrial electric custoltlcrs may be capable of genc:rat i n~ electricity ror lheir own consumption Although the risk or bypassing our systems is not conludered 

signifkant, '"'e may adjust str"ices and rates for these customtl') to retain their business in ctnain situations, 

\\'e believe: that the availability or wpply and tn.nsmiss.on of natural gas is adeqw.te under t\isun~ arrangements to meet the net'd.s of our a.astomers 

Our Ddaware. \fa.ryfand and Sandp1pe:r dh"isions use ahor firm lntl.sportation resources 10 m«ta s•gnificanl pen;entagt of tht'ir prqcctcd demand rtquiremen1s Tht> purchase firm n.arunl gas supphtJ ro 

meet those projcc~d rcquuements "'tb pun:h&Sfl of base load, doily spot supplies and sto.-age sc"·ic:e They ha-. both form and ontmuptoble tronsporutioo ,..._,.,. con1111cu "itb four ont<r>Ut< "open 

access'" pipeline compamcs (Ea.stc:m Shore, Transco, Columbia Gas and TETLP) in order to mtct customer demand Theu distnbuuon system is directly inttr(onnccled \\1th Eastern Shore' s p1pchne. "hlch 

I.S dmectfy intc:rconne<ted "lth the upstream pipelines ofTran.sco. Columbia Gas and TETLP The rollo"ing table summari7es the lirm tran~ponatjon agreemtnt.s for Dtlaware and Maryland divisions 

Dh h.ion 

fkla\'atc 
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Ccmnlrruutx 

Eutrm Shore 
Colum~oaG>s 

TriiNCO 

T£Tt.P 

Ea:stcmShor< 

Columbt3G41S 

Tnu\$CO 

TETLP 

Maainwm Onily t'irm Trensportet j(ln C)n11rily 

ll.lW 
72,029 

10.96<1 

li.42J 

34100 

26.673 

4.2(K) 

6, 12l 

IS.?IKI 

ContrA(\ t:~nirlljO I\ Oatr 

201~ • 20lX 

2019-2020 

2011-2028 

2011 

2018. 2021 

lOIX ·lOI 1J 

l<J IK 

2U27 
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The Delaware and Mllr)llnJ dl\isions also ha,elh< copability 10 usc propane-arr and liquefied natural pt peal.-shl\1ng equtpment to supplement or dosplace narunl ps purch>>es 

Our Delaware and Marylond dovisions conJract '-'ith our natural gas marketing subsod10ry, PESCO, through an asset managementagreemen~ to opumo« their transportation and storage capacity and secure 

an adequate supply of natural gas Pursuant tO the three·year asset management agreement, the asset mana~er p3ys our divisions a fee, which our divisions share with their customers 

SandJ>ipcr is a pany to a capacity, supply and operating a.grecment wit.h EGWIC 10 purchase propane, with a contract cndmg in May ~0 1 9 Sandp•pe(s current annual commlll'nC:nt is e~umatcd a1 

appro"mately 2 7 million pllons Sandpoper has the option to enter into either a ft'ed per-gallon price for some or all of the propane purchases or a market-based price wliling one of t~~oo local propane 

pnang ondoccs Sandpoper also has 1,950 Du of ma.'<imum dail)· firm transporution capacity a'ailable from f,astem Shore throuJI)l eonu-aas cxporin11 on vanous dates b<twctn 2018 and 2027 

The following table sumn1anzcs the finn ttansponation agreements ror our florida DiviJion and FPU 

Di\·isiM 

Rond.ai>I\1SIOI'I 

FPU 

Countrro•riY 

FGT 
Penmsult Ptpchne 

Peoples G;w Sy~cm 

f'londa C•t~ Gu 

Mujmum Oailv f irm Tunnl(!rlation Cauachy 

W.11l 
10.1100 

41,'10'). 73,317 

25,000 • ll,OOO 

2.MO 

lOO 

Contn<t t: xnjrs tion Ot tt 

2022 

2020. 2().11 

2033 ·203S 

2024- 203S 

zon 

Plw - 1o • ~I\ «ka .. ,_.., .. lf-1-W'~"" the tlondl ~ •II o( die ~C\ ..Ia .,_, a..,C'CI*GI a. tocca RircuN ~ ur.- tt.N f*lr' -~PES(.'() U.. .a..r kfmJ o( ~ U~JI\ rdcaw apt"C'mmh (.~ l'ul.'tJd lt 

t;olfll~nd~ tubl~ 10 Gulf1Crc.tm ~ ...... an pam that ~"" lbc ClpiOI\ lhruuth lcka,e. rail ~PI~ !he I>JI*th I;.,~ 

FPU uses gas marketers and producers to procure all of its gas supplies to meet projected requircmtnts FPU also uses Peoples Gas to prov1dc wholesale ga.s ulcs service an arca.s far rrom FPtrs 

interconnections with f(;T 

Eastern Shore has three agr«mcnts with Transco for a total of7.292 Dtsld affirm datly storage inj~ction 11nd withdrawal entilltments and tmal storal'e: capacity of 288,003 Dls TheSt: abrecments expire on 

vancus data btl" ten 2018 and 2023 Eastrm Shorr retains thes.e finn storage servict'S in order to provide .s"ing tnn.sponatron K't"i« and linn scongr: .service co customrrs rr:qur:.sting such S-CI,· ices 

Dunng 2017, FPU pur<hased "holesale dectriclly pnmaril) frorn three main supphCJ< JEA, Gulf PO'-'<r and Eight Aag5 A< of January 2018. FPlJ purcha>es us \\holesale eleancuy pnmanl) frorn Gulf 

Po--cr. FPL and Eight FlagS The follovnngtable summorius the supply contracts for FPU 

Cout!lrrnarty 

(iul(PO\\cr 

FPL 
Eo,hol'bp 

RI,OOJU 

WcstRock Company 

Contnttttd Amount tMWl 

Full Rcqu1rtmcnt 

full Rcqu•rcmcnt 

21 

1710)0 

AS·I\IUiat>l~: 

C unlr'BCI f:xoirarjon !)erg 
20 t9 
2024 

2036 

2036 

NIA 

1 he Gutr Power contract pr(widcs generation and transmission service to the Northwest Flodda serv ice tcrntory. The FPL contract provides generati on and transmission se.vice to the Northeast Florida 

sef\i<etcrritory The<leeuieitv purchased from Eight FlagS, Kayoni<r and W<stRock Company serves a portoon ofFPU's electric distribution customets' base load in North<ast Florida 

l'~'RECIILAT£1) E~'l:RC\ 

Our Unregulated Energy segment prm1des (i) propane dismbution, (oi) natural gas marketong, (iii) unre)lulated natural gas supply, gathering and processing, (iv) electnclly and steam gcncrauon. and (v) 

other unregulated t.ntrgy-rcla~ed setvicet to customers. Revenues gcnenued from this segment arc not subJtcl to any federal, stacc ()( loe:a.l pncing regulation.! Our businesses in this se~mcnt typically 

complement our l'egulated energy businesse~ based on the product~ and services they sell 
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J'rotKme Dnmhmwn 

Our propane distnbuuon operauons >dl propane to rcsidenual, commercial/industrial, and wholesale customers, 1ncludmg AutoGas customers, in Delmar.·a and southeastern Pennsyi\'Ania. through Shorp 

ond Sha1pg11, on<! m Florida throujlh FPU and Fle>oSJs Many of our propane clislribuuon CUSiomers are "bulk deli,·ery" customers We make deli, erie. of propane to the bulk deli,·ery customers as needed, 

bas.td on th~ IC\·d of prOpane remainmg in the tank located at the customer's premisu \\' c in,·o.ce and record rc,tnucs for our buU~ deli\ ay service customers 11 the tame of deli' tty. rathtt than upon 

customers· ac-IUal u.sa.~c. since the cus-tomers typically own the propane gas in the tank.$ on their premises. We also ha,·c under~round propane d1nribulion systcml~tf'\'mg various neighborhoods and 

communities Sueh customers arc billed monthly based on ac10al \':Ons.umption, which is measured by meters installed on their premises In Flondrt, we also offer metered propane distribution service to 

residential and commercial customm We read the mectrs on such cu.stomers'aank~ and bill customers monthly As a member of Au toGas, Sharp and AutoGas install and suppon propane vehicle conversion 

systems for vch1clc n~ Sharp conunues to ton\·crt fleetS 10 bi-fucl propane-p<t\\cred cngma and provides onsiac fueling infrastruc1Urc 

Protuw /)uJnlmtum • OneraiUIIII(I/ lflglthrhl' 

For the year ended December 31, 2017, opc:ntmy revenues, volumes sold and aver1~c number of custotners by cus1omcr class for our Delmarva Pemnlula and Pennsyh•ania an<l Florida propane distribution 

op<l'lltions were as follows 
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\\' e compete \\lth s"' cnl other propane distnbutoo '" our geograpll1e matkeu, primoril> on the b&Sis of price and sm·1ce Our eompeutors generally 1nclude local outlets or national d1stnbutors an<lloeol 

andepcndent d•str1bu:tors~ whos~ rro,lmlly 10 eusromc:D cnta.JI$ loY.cr cosu 10 provide strVicC" As an energy source. propane compt"tcs \\-lth home heating oil and ett:Ctricuy, "hich arr typically more 

expensive (based on c:quivalent unn of heal value) S1nee natural gu has historically been less c<pensive than propane, propane is gonerally not ullli>ed ror home htot1ng1n geographiC artas ser\ed by 

natural gas piptltnes or distribution systems 
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1EJ, of{oob.111? 

Pto(lfm( p,,,,,,m,- Surwhr_, Tnui(C)IJr({riiOit <llttl Storctw 

\\'e purc-hase propane for our prop~ne distribution ope_rntions primarily from suppliers. includin~ major oil corn panics, and independent producers of n:ltural ~~ liquid.s Although supplies of propane from 

these and other sources are generally readily 1\vailable for purchase, ex creme market conditions. 1uch as $iK.nificant Ouetuation.s in ~ather, closing of rcfinerie.s and d1sruption in supply chain.s. could result in 

a reduction m available supplies 

l't05>nnc Is transported by trucks and rail road cars from refineries. natural gas processing plants or pipeline tenninals to bulk propane storage faciliucs that we own in Delaware. Maryland, Pennsyh•anin., 

Virginia and florida These bulk storage facilities hlave fll1 aggregate capacity or approximately 6 8 million gallons. We then deliver propane rrom these storagr facilities by truck to ~&nks located on our 
customers' premises 

RC'\CftUC'S from our propane distribution s.ales actiVItieS are affected b)· K'&SOnal variations an temperature and \\·tather conditions We:ather condu.lons and thcir Se\<enty directly influence the volume or 

propane ustd b)• our mttc:red customen or sold and dd1\·cred to our bulk cu.s.tOmetS, "ith demand ,ncreatmg subs~anually dunng the \\inttt months \\hen propane is ostd (or hating Sustaintd wJrmtNhan­

nonnll t<mp<raturcs ,..,u t<nd to rtdue< propane uS<, "'hole sus110ned colder-than-no<mllt<mp<raturn ,..,u tend to on<rase con!Wnption 

Cnmnr t~~ts!Cn«lf 01/ U'ho/t>_{Q/t' A/or!t'tmg 

Pnor to us "'"d down in the second quaner of 10 17, Xeron traded in short-ttrm narural gill hquods 1nd crude ool forword and futures contncts on the lnterContontntalE..change. Inc Xeron setded ots 

purchu"s and sales financially, withoottal.ing physical dtlo\'cry of the propane or crude oil 

N"/11{(11 <in' Afyrk!!tmt~ 

We provide natural gas supply and s.opply manayemcnt services throogh PESCO to ruidential, commercial, indusu·ialand whole.<ale customers PESCO operates primarily in the Southeas~ Mid-Atlantoc and 

Appalachi3n Oasin regions The followin~ table lummru1zes J>ESCO's operating revenue$ by reK•on in 2017 

•;. or Total 

Southeast 59,269 

Appal1choan Ba$1n 38_009 

s IS4,SI 9 

PESCO competes ,..;th r.gulattd utllob<S and other unregulated third-party marketers to sell natural ps supphcs dirttdy to comm<rcill and ondustnal eu<tom<rs through compWti\CI)-priced contnocts 

PCSCO docs not c:urre~dv o"'n or operate any natunol gas uansmossion or distribution asS<tS The gas that PESCO sells os deJi,·tr<d to retail or "hole,ale custom<rs throul!h affiliated and non-affiliated local 

distnbution company systems and transmission popcloncs PESCO bolls its customers directly or through the bolhng servoees of the regulated utilotoes that delover the gas In August 2017, PESCO acquored 

certain natural Ka5 marketing assets of ARM The actlum:d assets complement PESCO's current uset ponfoho and expand oor rcgjonat footpnnt and retail demand in a market where '"e have c~~;isung 

pipeline: capacity and ,.,.holesalc hquidnv 

In 2017, JlESCO cn1ered into asset management a~recments with our Delmarva Pcninst~la natural gas distnbution OJ>erations to manage a pomon of thei r nruunl gas transportation and storage ca~ci1y, 

which agreements were approved by the Delawuc PSC" '":ith respect to our Delaware Division The agreements were effective as of April I, 2017, and each has a three·year term, expiring on Ma1~h 31, 

1020 

lhtfl'••ttlals"<l }\/a/ural (ia'f lnfrmtrH('/ttr,• S.(•n·u ,., 

A!~.put Entrgy is an unrce.-ulated nt~urll gas inrras:truenuc: company thai owns approximately 2,600 miltJ ofpi~line systems in 40 counties throu~OlU Oh1o The maJority of Aspire Energy s matg~n IS 

den,ed from long-tenn supply agre<ments ""h Columboa Gu of Ohio and CGC, "hich 1og<ther scr.e more than 20,000 end-use customers \sport En<~'}' pnmarih• sources gill from 300 con>entionll 

productD and also provides gathe:ring and proctuinv stf'iecs so that it can maintain quality and rcfiabihay for ats \\hole:~ale markets 

Chcupcake llblotoes COI]lOfltion 2017 Form I~K Page 9 
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For llle tw<lvc-momh period ended December 31, 2017, Aspire Energy's operating revenues and deliveries by custoon<r type were as follows· 

Supply to Columbia Gas of Ohio 

Supply to CGC 
Supply to Marlcetei'S - alliliated 

Supply to Marketers- unaffiliated 

Oll•er(including na1ural gas galhcring and processing) 

Total 

Optr:uing rrvcnues 

(w Jhou.\antlf) 

11,827 

10,507 
4,027 

4,633 

2,330 

33,324 
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lltlivtries 

(mDts) 

2,264 
1,345 
1,425 
1,725 

I,S48 
8,307 

Eight Flags provides electricity and steam generation setviees through its OIP plant located on Amelia Island, Florida The construction of the CHI' plam was completed in June 2016. The CHP plant, which 
consists of a natural-gas~fired turbine and associated electric generator, produces a,pproximatcly 21 MW of base load power and includes a heat recovery steam generator capable of providing approximately 
15,000 pounds per hour of residual steam Eight Flags sells power generated from the Cl {P plant to FPU, pursuant to a 20-year pOwer purchase agreement for disuibution tO its retail electric customers. Eight 
Flags also sc11s steam, pursuant to a separate 20·year contract. to the industrial customer that owns the property on which Eight Flags' CliP plant is located During 2017. Eight Flags ~enerated S l S.O million 
in operating revenues from the sale of cl«uicily to FPU and S2.1 million from the sale of steam. 

The CHP plant is powered by natural gas transponc.d by FPU throogh its distrib·ution system and by Peninsula l,ipeline. For the year ended December J I, 2017, Eighl Flags and other affiliate~ of Chesapeake 
Utilities generated S4.9 million in additional gross margin This amount includes gross margin of SS37,000 auributable to natural gas distribution and transponation services provided to the CHP plan1 by 
Chesapeake Udlities' regulated affiliates 

OTHER 8 USINf.SSF.S AND [UMI.l\'ATIO~S 

0l't'fl'h•w 

Other businesses and eliminations consists primarily of other unregulated subsidiaries. including Skipjack and ESRE, that own real estate leased to affiliates, eliminations of inter .. segment revenue and 
cenain unallocated corporate costs which are not directly attributable to a :specific business unit Skipjack and ESRE own and lease office buildings in Delaware and Maryland to divisions and other 
subsidiaries of Chesapeake Utilities. See Item <Y. Fmancml Statem~:mJ and Supph.•~tumtary Data (Note 5, Segm,•m/uformatt(m. in lhe consolid:ued financial statements) for more infonnation. 

Ei\'VIRONM£1\'TAL. COMPLIANC£ 

We are subject to federal, sune and local laws and rcgula1ions governing environmental quality and pollution control. These laws and regulations require us to remove or rcmediate the effect on the 
environment of the disposal or release of ~pccificd ~ubstances at current and former operating sites. We have panicipated in the investiga1ion. a~sessmem or remediation. and have expoSures at seven fonnc:r 
MGPsitos. 

For additional infonnadon on each site, refer to llt!m 8, Fmancml Slatemem~· <mel Supplemenwry /)(lla (see Note 19. Elmronllltmtal Conmutmi!Jtt.,· and Cmumgem:u~·'• in the C01lSolida1ed linancial 
statements) 

[MPL.OY•:r.s 

As of December 31. 2017, we had a total of 945 employees, ll 8 of whom are union employees represented by two labor unions 1he International Brotherhood of Elccuical Workers and Commercial 
Workets Union. The collec1ive bargaining agreements with these labor unions expire in 2019 

EXECUTIVE Omcr.Rs 

Sc1 fonh below are the names, a,ges, and positions of oure.'<ecutive officers with their recent business experience The age of each officer is as oft he filing date of this reJ>Ort 
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Na~ ~~P=-~'tM.~~~~~~----~-------------------------------------------------------------------------------------------------
~IichKI P ~9 President (~1arch 2010 ·present) 
Me~ lasters Chief Executive Officer {January 2011 -present) 

Director(March 2010. present) 

Beth\\ 
Cooper 

Elaine B 
Bittner 

Stephen C 
Thompson 

Jeff') ~I 
Hou<cholder 

James f 
~Iori any 

Executive Vice 1're.,dent (September 2008 ·February 2010) 
Chief Operating Officer (September 2008 • December 20 10) 
Chief Financial Officet (January 1997 • September 2008) 

51 SeNor Vice Prc$1dent (S<p<ernb<r 2008 • present) 
Chief Finanml Officer (September 2008 • present) 
Assatant Secretary (March 2015-pr«ent) Corporate Secretary (June 200S. March lOIS) 
Vice President (June 2005 • September 2008) 
Treasurer (March 200)- May 2012) 

/.1t. Coopt•r a/\(1/)ft'\'toN\ IJ .'ltf\'t'da.,· A.ul,ftml J'Kt Prtsukm, A\\1,\I<Uil 7Tea.mr~r. Dm~,·wr flj /memctl Authl atNl/J;r,*t..lor ofStrtttegic Plm;mng 

48 Senior Vice Pre<tdcnt ofStnltegic Development (~1ay 2013 ·present) 
Chief()penltong Offie<r. Sharp, Aspire En<rgy and PESCO (~1ay 2014- Prcsent) 
Vice President ofStrat<goe Development (June 2010 ·May 201l) 

51 

60 

60 

Vice Presodcn~ Eastern Shore (May 200S ·June 20 10) 
M.l. Blimet al'n prt:'l'ltltJ\/y s~r\·..-J a.\ Dm!tlor nf f.AL\Itrn S/NN'f!, /Jm:' uw of('uJtomer Sf!rWt('~ tiiNI Rt:gulalof)' A.lfmf\ jN" 1-.U.)/ern Shor~ fmJ /Jm.·,uw o/Vmronmental Afft~lf\ onJ 

Em·ironmmwll·.n~:meer. 

Senior Vice Presid~n1 (Septe-mber 200-a · l'resent) 
!'resident, EaStern Shore (January 1997 • poesent) President and Chief Operating Ollicer. Sandpopcr (May 2014 - present) 

Vice President (~1ay 1997. September 2004) 

.\lr. Thomp\Ott "'~' IJI't\'UJud)· sen-rd m /)tr,· .. u.~ ofGu.."' Supply UJilt.l '-~"'"'"'l!for f'AM~nt SIJnu. SltfNTUJ«IIf.kllf t{ f.Jutcrn Slwj('r wJ Rt:J:WIIttl :\fanaJ:~r for Flvndcl dl\trlhlll'tJI' QJN.'ratt 

President of florid• Publtc Utilities Company (June 2010 - present) 

l'rwr to JOIIIIIIJ: ( 'h~·.'aJNake lfulmc.\, Afr_ /fml,\t'htNdt:r tJprroretl a t'OII.Htltmg prat·uce llkll flrowtl.:tl hu5:m'i.f.~' (./~t\'t•lot'meut cmJ f f!J..'Uiatory Mrw,.:,, 10 llllitllfS, prO(Klll< reuuler~' UJN.In~tlust 

client,,·. 

Senior Viet President (february 2017- present) General Counsel & Corporate Secretary (~1arch 201S ·present) Vice President (March 201$ - February 2017) 
Prl()r/0 JOIImtg Cllt.'tl.IJNOk~ (lllhltt'.'• .".fr. AforKJrl)' Wtb a Pw'IIH:f ut Lockt Lord JJ4P fmJ I tt/hnght & 

JCN orsk1, JJ 1), ~Hh uutrlkJDOIIDIIlM firm) M 11h tJjfiu~ m Wa_,hmJ:toll, 

f). C. 

,\ VAtt.ARLE l~rOR,\tATtO" AND CORPORATE GOVERNANCE I)O('U\t EI'o"TS 

Our i\nnunl Repons on Form 10-K, Qu~rtcrly Repons on Form IO·Q, Current Repoo1s on Form 8-K and other repons and amendments to these rcpons that we file with or furnish to the SEC' are available 

free of chl'lrge ft l the SEC website hup: '' " w,,,e,·.xm· and a1 our websit~. u '' ~· chp~· tom, ftS soon as reasonably pracuc11blc aner we electJonically file these re~-.on5 with, or furnish these reports to the SEC. 

The con1ent or this website is not part of this report 

In addi1ion. the foll~ing documrnl!: aJe available free of char~e on our website~ ,. M-w .t.hp.k <vm 

Bu>tnes• Code of Ethics ond Conduct applicoblc to all cmpiO) eC$, officm ond dorcetors, 
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Code of E•hies for Financial Onicen, 
C'orpo<lle Governance Guideloncs. 

C'hanm for !he Audu Commmee, C'omp<nsatoM Commlll«,lmesun<nl Comm•n«, and Corpora•< Go-cman<e Cornmiu« of !he Board of Directors, and 

Corporate Govermnce Guidelines on Director Independence 

Any of 1hcse rcpons or doeumeniS noay also be oblained by "'ri1in~ to Corporate Secrelaty, c/o Chcsaptake U1iluies Corporation, 909 Solver La~c Boul"'•ard, Dover, DE 19904 

Cf.RTWI('ATIONTOTIIE NYSF. 

Page 20 of 120 

Our C'hief li•ecutive Officer oenified to the NYSE on June I, 2017 lha~ as of that date, he was unaware of any 'iolauon by Chesapeake Uuloto<S of the NYSE's corporate governance lhting stand>rds 

IT£..\tlA. RISK FACTORS. 

The rollowin¥ ls a discussion or the pnmary factors that may affect the operations and/or financial petiormBnce of our regulated and t~nrcgubted energy bu.smesses Refer to the secuon ent1ded Item 7. 

MrmaJ.:l'tJii'ut 'J /)t.\c-u.nlou wul Auuf;•,,M' of Fmmu:ml Omdllitm fiiH1 /lesu/1,\ of Opc•rtllimH of this repon for an additional discus.~ion of these and olher related fae,ors that afTect our opemtions and/or 

financial performance. 

ln.ttilhiliiJ tmJ wJlurility in th~ finunciul nmrltm couiJ nrxmi•v l)' impact our ability tu 11c«U t upitultll t'Ompt titit·t rates. wltid• could ulfn:t our ubilil)· to impltnttt.nt our !truuxic plun. unJ~rtuk~ 

inqJrtWt!ltiCift} llllifltlllke lllh~r fnt·~\lllltlfiJ required for Ullr futurt XrtJWtfr. 

Our businus strlltgy includes the contmued pur$uit or growth, both organicaJiy and throullh tcquisitions. To the extent that we do n<N lJfncra:tt sufficient cash now from operations. we may incur additional 

indebtedness to finance our growth We rtly on access to both shon·tem1 and lcmg·tcrm CBJ)ital markets as a significant source of liquidity for eapital requirements beyond the cash flows HCncmtcd from 0t1r 

operation' 

In addition, our ab1loty to obtaon adequate and cost-eiTecu\'e eapotal depends on our crcdn rauogs, whieh are greatly aiTected by our financial perfonnanee and the liquiduy of financiol marktu A downgrade 

in our current crcd1t ra1ing.s (()Uid ad,·trSel) afTett our ac«ss to capnal marl;eu. as \\til as our eosa or c.apiral If "c arc not able 10 acctss capital at compcubvc rates, our abiliry to imptemcn1 our stntegie 

plan, undcna~e Improvements and make olher inveSlments requored for our future gro"th may be limited 

Our mttuml xus ltUJrk~ting ~·uh\illiury b cxpo:J<IIto Jtuukrt ri}Jn b~)'lmd our cunrrul, tt•hkh couM t1d•·03tdy 4iff« t tJUr finctncilll result.\ nml t 41pitul uquir~mtnt.:. 

Our naumtl ~as marketingS\Ibsidiary is subject to market risk• beyond our control, includmg m;arkct liquidity and co•nmodlty price volatility Ahh0t1gh we mamtain 11 risk management policy, \\t may nOt be 

able to ofT$Ct c:ornplctcly the price risk assoc.::iated with \ Oialile commodity prices. which could lead to volatility in c:.u-nings Physical1r11ding also has price risk on amy net open pOsitions 31 the tnd of each 

trading day. as well as \'olatility re,uhing from (i) intra-day flucwauons of natural gas prices. and (ii) daily price movc:ments bet\\ieen the time naturaJ ~as is purchased or sold for future delivery And the time 

the related purchase or sa1e is econom•cally hedged The dettrrmnauon of our net open positron at the end or any 1radmg day requires us 10 make assumptions as to future cireumstancts. includrng the usc of 

naruraJ .a;u b) our customus in rtlation 10 anucipated ma4c1 pos~tion.s Because the price risk as.socia1ed "ilh an) net open poS.ition a11he end of sueh da)' may increase af the assumptions aJc noc realized. 

we rC\it'\~r~ 1hc'e assumpuons daJt)· Sci open pose lions ma)· tncrc.asc \"olatility in our financial cooditioo or re~ults o( operations if rnat1e1 pricc.s move 1n a .signitic.tntl) fa\'Ofable or unft\ orablt manner~ 

because lht chan~c.s '" fa1r value or 1radmg contraCtS art immcdtattl)' r«:ognizcd as profits or losses for financial accounting purpexes Tlus ,Q~aulity may occur. "'th a resulting incre.ue or dtcnase •n 

earnings or losKs. eve-n 1hougl\ l.he e~pc::c1cd profit margjn i~ essentially une:h.angcd rrom lhe d:ue the transactions "ere consummated 
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Our Jwtuml &"·' umrkttinx wb!idhtf)' ls expru·etl "' thi! ('feiNt ri.,·k of its countt'r{Wttles. 

Our natural gas marketing subsidiary extends credit to counte:rpar1ies and continually monil0r1 and manages collections a~ressivc:ly There is risk chat OUI subsid1ary may not be able 10 collect amounts 

owed to il If the countcr·p.any to such a transaclion fails to perform, and any underlyJng collateral is inadequate. \H could c"pc:rience financial losses. which \\'OUid negatively impact our rcsulc.s of 

operations. 

011r narurultas nwrAdinx JUbJidit~ry is Jq~nd~nt 11pon tit~ ••·uilubifity of tndit to sutunfull)• ~rvu it5 businas. 

Our narural gas marl:-ctenl!J subsid111)' 1S depto:ndcnt upot1 the 1\'lllabilny of credit to buy narural gas for resale or to uade If financ.al market cond1Uons dechne ¥Cnerally. or the financaal condnion of thas 

,.ubsidiary or or our Company declmes, th~n th~ cost of crcdu eould incr~s~ lf credu as noc avatlable, or if cr~it is more cosdy, our results of ~tion~ cash flows and financial condiuon may be 

advtl'$<ly affected 

FluC'tumions inJITIIJitme }:11\ prkc.<l t·ould llc.<guti~·ely tiffi'Ct rtl'lllts or opertttirm,\. 

To compensate for nuccuations in propa.ne gas prices, \H adjust our propane s-elling prices to the extent allowed by the markel There can be no assurance, ho"ever, 1.ha1 we will be able to increase propane 

sales prices sufficiently m compen_s.atc fully for such Ouclllations an the eos1 of propane gas to us lf\\e are unable to increase propane sales prices sufficienaly 10 compc_nsate fully for such fluctuations. our 

earn'");$ could be negau,cly alf..:1ed. "hich "ould adv~ly impac1 our resuhs or opera1ions 

If M't' fui/tq comply ttitlr oNr d~bt anvnuJtt obtixaliolf1, tt·~ NHlhl e:xpffl~nce aJ,·enejiltllftdlll con.nqur~tcd tlwt cou/J •ff~n our liquidity unJ ahifity to borro'ft'{1111tb. 

Our long-tcnn dcbl obhsauons. lhe Revohtr and ourcomm111ed sbort-tmn lines or eredol cono.t1n financial covenants relaoed 10 dcbi·ICKapnal ratios and onltrC>l<O\eraae ratios Failure 10 comply '"I/o any 

of ahtse covenants could resuh in an tvent of defauh \\hich, 1f not cured or wai\·td, could rt)Uh •n the acceleration of ouut1nd1ng debt obligation~ a downgr•de an our crtdH raung or the in:abahty 10 borrow 

under unain crtdu agreement.s Any such acceleration coold cau)e a material adverse change'" our financial cond•tion 

A" incrt:m'e i1t inure!> I rmcv uwy mb•crsel)• tif/ct.:t our rrwlh' v/oturmiom.· uml cruJ.jlmt'll. 

An increase in interest nues, withOUt1he recovery of the higher cosl of debt in the sales ftnd/or nansportation raacs we chruge our utility customers. could adversely afftct future earnings An increase in 

shon·te:rm interest rates could negatively affec1 our results or ope:rations, which dept"nd on shoa1·1enn lines of credit to finanet accounts recch•ablt and storage gas invcmories and to cemporanly finance 

capital expcndirum Rtfc:rence 5hould be made to Item 7A, Quwmtntn~ will Q11a!Jtam·,,. 0t'4.1a\ttf~' Alxmt Alarket Ruk for add1t1onal infonnalion 

Cun-~nl ""'"''"' C(}lfllit,.Oft.l toultl ud,wuly imputtlltf! uturlf Oft plan asuts {Of' our pt>milmJIIUft.). which may uquiu li~nifit·ulllll,ftliriom•lfundint. 

Our pension plans are clostd to n~ tmploytotS. and tht' future: knefits art frozC"n ThC" COltS of pr0\·1dang ~efits and rdattd fund1ng rcqulremmts of these plans are SUbJect co changt's in the madce1 "·alut' 

or the aSStts that fund the plans and the d•scount ratC'S used to tsllmatt: the pension benefit obhJatlon.s The funded status of the plans and the related cosu reflected 1n our finat~cial stat~ments ue affected b) 

various factors that are subJCCI to an Inherent degree of uncertainty, particularly in the current economic environment Future losses of a$$ct values and funher dce:hntS in discount rates may n«.eSSIIate 

accelerated funding or the plans 1n the future to meet minimum federal government n:quiremcnls as \\CII as higher pcn,ion e.'<pensc to be recorded in future ytars Adverse changes in the assc1 values and 

benefit obligations of our pen5ion J>lans may require us to record higher pension c:<pense and fund obliyations car1ier than o•i~inally planned. \\'hich would have an adverse impact on 0\lr cash nows from 

operations, decrease borrowing capacity and increase intercsa C'<pcnsc. 

Clwnxcs in ltLt: lttW\ nr ri!J:U/tttion~. i~tclutlinJ: th~ uc~ntl)' mloptcJ TCJA, "'"J' lf~guti,·t'lj1 tif/t'ct our ri!.\Uif.) of op~rfltion'f. 111!1 ,.,f~mttc,finuncilll C(}lldition and cutth Jlowl. 

We are subject 10 1ua1oon by vanous uxing authociues a11he red<raJ. su1e and localle--els On December 22. 2017. Prtsodenl Trump >ii!Jled in1o Ia" the TCJA. whoch significantly changes how 1he liS 

o.t<es e«pantions The TCJA rtquores comple.< compulauons to be performed ohol "= not pre--oousl) required in li s "'' law. SIJIIIIfitanl jUdgtn<niS 10 be made in onleopreution or the prO\ osions or the 

TCJA. sigJlificanl e>llmale>on calrulauons, and 1/oe prcparauon and ~n~l)sis or inronn.,ion noo pm1ously rcle--·an1 a< r<gulllly proclu«<< The u_s Treasury Oepanmeno. o/oe IRS. and ooher mndard·serung 

bodies could issue guodance on ho" provisions ofo/oe TCJi\ "'II be applied or oohcrnue admonistcred 1/oao may d•lfer from our 1n1erpreoaoons As we complele our analysos ol'lhe TCJA. coll..:tand prepare 

ntct:ssary data, and interpret an)· addu:ional guidance. \\C ma)· make adjusoncnu to 
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provisional amounu thai w~ have recorded that ma~· mattrially ampac;t our provision for mcome ta...'<c-s in the period 1n which adjustmcnu are made 

In additaon. bqinrung in 2018, "e t'<p«tto ancur I<Mtt income tax e.xpense, wtuch \lo1ll gen~ly decrease our rtl(ulattd energy busme.sses· prOJtcted effectiH~ income In rates Ch·n umc the TCJA "";11 

likely rewh '" lower regulated rates due to I<Mer income tl'< c~~se recoveries and the potential refund of deferred ancomc lax regulatOty liabilities \\'c ha"c used our best judgment in 11tcmpting to 

quanufy and reserve for these est a mated obligations generated by the TCJA Ho\-..evtr, a challenge by a taxing authority, our ability to utilize these tax benefits 1n a daffcrcnt fashion. or a dt\'aall<>n from ocher 

tax-·relatcd assumptions may cause ac:tual rinancial resuhs to deviau: from previous cstinuuc~ (sec Note I I, JnctNmt fii'Ct'·'· in the consolidattd financial statements) 

The TCJA is tetncrally expected to f'CMIII in lower opcnuing cash flows rrom our rt1;\1hued energy businesses liS :\ resuh of the dimination of bonus depreciation find lower customer rates As a result, we 

may need 10 1ccess addi1ional deb1 and equ•ty capital to meet our fonancmg needs, which "e 1ssume will be avl•lablc 

0Mr .ltlleli priC'~ h 111bj«t to mlatilit)'. 

The uuhry tndustr} and lhc .stock mari.rt as a \\hole ha ... ·t e~pt'r'ienccd more significant stock pnce and volume OuclU.atJons that ha\t affffltd stock pnce.s 1n \AI)$ th&l ma) ha\e bft'1'l unrtlatrd to operating 

performance Our StOCk bas t'(ptnenccd tncrcased price and volume volatility IS "-CII ltOwt\tf, despite thiS incnascd \'Oiatility. "C behe\e that our stOCk pnce should rcnc:ct CXJ)tClAUonS o( (uturc growth 

and protitabili1Y We also believe our stock price should reflect exj>c<:tations that our cash d1v1dend will continue at current levels or grow. all hough future div1dtnds are subject to deelar:uion by our Board 

of Directors We cannot predict the level of volatility in our stock price or volumes tradc.-d, wh1ch may Oucn1Ate based upon our acusal performance. includm!( H-rowth, profitability, and d1vidends paid, as 

well as for reasons unrelated to our ope1atiny, perforn1ance or nm under oor control 

We are dt!ptmltnl UtJon construt"timt of ntw fucilitia fp lUppt~rtfuture xrouth in torning,· m our nllf11ral XUl 1mtl tltctric distribution und nuturul xu:r trun..wti"itm uptrulilln!i. 

Construction or new facilitits required to suppon future growth is subject co various rt~ulatory and de,·dopmental risks, mcluding but noc hmued to (i) our ability to oblain timely ccnificate euthonzations. 

necessary approvals and pem1its rrom regulatory agencies and on tenns that are accept3ble to us, (ii) pOiential changes in redeml, .suue: and local statutes and regulation~ includ1nv environmental 

requirements, that prevent a project from proceeding or increase the antjcipated CO)t of lhe project, (iii) inability to acquire rights-or-way or land rights on a timely basis on ttrms that are acceptable to us: 

(iv) lack of • nucipated future gro"th in a'·ailablc natural gas and electricity supply, (v) insufficient customer throu~hput commitments, and {vi) lack of &\1ailable and qualified third party contr1cton could 

impact tlmtl)• con~truction of new facilities 

JVt opn-tllt in u €ompdir0-e tlu·ironmt•nt, 11nd tt-t mll)·lm~ cu,ton--.tn ro co~riton. 

~ Our natural gas tran.stni)SIOn and distribution o~rauons compete ~ith interstate pipd1nes when our transm1ss1on and or d1stnbution customers are located close enough to a compct1ng p1peline 

10 male direct connections economically feas1ble Our natu111l sas marketing opcrauons compete with thlrd·party 'uppliers to sell natural yas to commercial and indu.nrial customers Fa1lurc to retain and 

grow our natural ~a.s customer base would have an adverse ell' eel on our financial cond1tion, cash flows and results of operations 

~ Whtlt there is ac1ive wholesale power sales competiuon 1n Florida, our retail elecuie business through fi)U has remained substanually fr« from direct competition from Olher elec.tric .servic~ 

providers Generally. howc,·cr. our re1,ajl electric business throu,gh FPU remains subjec1 co competition from ocher energy .soure~ Chan~cstn the competiti,·e tn\fironment caused by legiSlation, ret;u1ation, 

market condtuon.s. or initiatives ot other elecuic power prO\<idm. particularly ",lh respcc:1 10 retail competition. cauld ld,·ersdy affect our results or opetatioo.s, ca...\h flO\~os and financial condtuon 

~ Our propane distribution optrJoons comp«e "ith other propane distributors, pnmonl) on the basis of scni« 1nd price Some of our compeotM ha•e si~n1ficantly greater "'sources Our 1b1lity to 

grow the propane distribution bu.s1ne.s.s is conungent upon cap1unn~ additional m:arlo.rt share-, e\ipanding into nC\' mMktl.s. and succwfully ullltLin.g pricing pr~rams that tetain and grow ourcu~lom« bast 

Failure to retain and grov.• our cunomer base in our propane- dismbut1on operations would h,lve an adverse efTctt on our results of operations, cash nov.'S and financial condujon 
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Tab!~:. pf('('uh;ut,. 

Fluctuutilms iu wcoutl1er mtry cmue u signifittwt ''ttrhmcc in tmr t'tlflliugs. 

Our narural gas di strihuuon. propane distribution and natural gas supply, gathering and proccs.sing operations., are sensitive to nuctuations in weather conditions, which directly influence •he volume of 

natural gas and propane '~e sell and deli\er 10 our cus1omet1 A s.ignifica.nt portion of our narural gas and propane distnbution re\'enue is deri\'cd from the salts and dch' cries 10 residential and commercial 

heaung cu.stomers during the five-month peale heaun~ suson (No' ember through March) I( the ''uthcr is warmer than normal, ~c St"ll and ddh·er lrss natural ga.s and propane to customers~ and am less 

revenue. "1>ich could adHrsely aff<e1 our result$ or op<rauons, ca>ll nows and financial cond1uon A si!ll'ificant portion or our Oh10 natural gas supply, gathcrinJ! and prcxcssing services rt\cnue,. also 

gcn<nned dunng the fhe-month pW< heating season (NO\ ember throuJ!h !>la~h) as a result of the natural gas requirement< orns key <ustomen, 1ncludins Columb1a Gas of Ohio. various rqponal marl.ettrs. 

andtheCGC 

Our electric djstribution operation 1s also affec·tcd by \olriauons in v.eather conditions ~cncrally and unusually SC'VCrt tAC&Ihcr cond1Uons Howc,·cr, eltc-ltlC:it)· consumption is g-enerally less seasonal thatl 

natural gas and propane because it is used for both heauns and cool1ng in our service areas 

.tfcddeut_t, ntttllf(l( lli,'ifiMen, M•l'trt ,.,~utller (.mel; "·' fl ,,yor Jmrricmu) uml tlct:r of terrorbm ctmltlmlvers~ly impttct 4!11fn;"N·'-

lnherent in energy tran$1mssion and distribution activities are a varic.ty of hazards and operational risks, such as leaks., ruptures. fires, explosions, sabotage and mechanical problems Namral diustcrs and 

severe weather may damage our assets., cause ope-rational inrcrruptions and resuh in the loss of human life, all of which could nc1;atively affect our earnings. financial condition and resullS of operations Acts 

or lerrorism and the 1mrat1 or retahatory military and other ac:1ion by the United States and its alhes may lead to increased political, economic and financial marlet Instability and "olatility in the price of 

natural gas, electricny and propane that could ncgauvel) affect our operations. Companies in the ~ntrgy industry may face a heightened risk or exposure to acts or tmonsm, which could affect our cam1ngs. 

financial cond1uon and rcsuhs of op<rations The tnsurance industry may also be afTec:1ed by nalural disasters. St\c<e "<ather and ac!S or terrorism, as a resul~ 1he av01labiliry or insurance <O>enns nsls 

against which "• and our compeuton typically Insure ma) b.. hmoted In addition, the 1n>ur1J1Ce "e are able to obtain may ha• e h1J!her deducliblcs. higller prm11ums and more reslricli\ < policy tenns. "i11ch 

could advmel) afT CCI our "'sui!$ of operations, financial eondouon and cash nows 

Optrtlfing e''cnl.< uff~ftinx public :mfety und tlrt- uliubilit)' ;if our rwturt~l gll,'t uml ~lrctric tliMributimt untllrunsmiuifln l)'M~m.\ t:uultl mb·er$tdy alfut IIUr I)JJermiom uml incnttSt: our t:ll\1}.. 

Our natural gas tnd electric opc:rations are expose-d 10 operational events and risks, such as major leaks, outages, mechanical fiailurcs and breakdown, ope muons below the cxp«ccd level of per rormanct or 

c!Ticitnc.y, and accidenu tluu could affcet public s~fety and the reliability of our distribution and uans,mis!>ion systems, significantly increase eoslS and cause lou of customer confidence If we are unable to 

recover all or sorne or thel'e costS from cuslomers through the regulatCHy process. Ot.Jr' authori7.cd rate: of return, OUr' resuhs or opcrauons, finBnc:ial condition and cash Jlnws could be adversc:ly alfected 

A security bundtcli.""l''i"X tmr OJit'ratiltg l)')f~nu tmtl fitdliricJ fW e~pm:ing clm}itl~nlifll infurmt~limt mil)' ut!roo·Sd)· t'.fft'Ct t1Ur rl'plllllfion. diJ·rupt our optrrllions dnJ in('rt'tne our co'''-

S«um)' breaches of our infonnauon technology anfrastructurc, rncluding C)bu..anac\.s and qbcr·terrorism. could lead to S\Sttm dt~ruptions or cause fac:11ity shutdO\\n) If such an attack or se<:Unty brtach 

"~to occur, our businhS. resadts of openrions: and financial condJuon could be ad\crstly afTecttd In addmon. the rro~Kbon of cusromer, empiO)ee and Company <lata is crucial to our Of't't"alJonal 

s«Urity. A breach or brnldo"n o( our systems that rc>Uits tn tht unaut.horiztd rdnse or1ndt\1duall)" identifiable customer or other scnsiiJ\e data could h.l\C' an ad\ctSC efT«t on aur rrputaoon, resutu or 

operations and financial cond1taon and could also ma1~rully tnc-reas~ our costs of ma1nta1nang our S)'ste:m and protectrn,ij tt agamst future bre~kdown.s or brea,hcs We ttke reasonable precautions to 

sa(c-~uard our information systems from cyber·anacks and smmty b~aches. hO\\~Ver, there is no gu.aranttt that Lhc procC'dures Implemented co protect agamse unauthotized acc-ess 10 our tnfonnation 

Systems are adequate IO sarcvuard agam$t all attack$ and brcathC-S 

Failure to tlllri"'' uml refllin tm llf1J!'Of1fifllely quulifirtlt•mp/;J)'~C H'(lrkft~rce CQJtltlmb•t•r,,·r(r tiflct'f OJll!fllliun . .;. 

Our ability to implemenl our business St1"3tegy and ser\·t our customers is deptndent upon OUI conunuing ability to a1t111ct, develop and retain talented professionals and a technically skilled \\-Orkrocce., and 

being able to transfer the kno" ledge and e:~Cpcnise or our \\Or"'force to new emplo)·ets as our ag1ng employees retire failure 10 hue and adequately tra1n replacement employe:e.s, lncluding 1hc trans ret or 

sig.nifican1 in1crnal historical kno\\lcdge an.d expmise to new cmpiO)-ee::s. or the fu1urc 1\'.ailabiltty and cost of contract labor could ad\·erscly affect our abiluy to manaJte and operate our business If \\C \\eft 

unable 10 hire. lrllin and rmon appropnately qualified personntl, our results or op<rarions could b.. adve<sdy affected 
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A Jtri/.. ~, M'OI'k !itoppux~ '~' u lt•hor Ji-rpul~ tou/J mi-.Yrsdy u/fut uur 1Jpu11tinm. 

We are party 10 collective bargaining agreements with labor unions at some or 0.1r Florida Operations A strike, work stoppage or a labor dispute W1th a union or employees represented by a union could 

c~nase intcrrupliOtl to our operations If a strike. work stoppage or other labor di spute wrre to occur, our results could be adversely affected 

(J.u h•uina...:u 11u rupitul inunsf,-oc. umltllt! incrtus~d C'm-b tmtLor dt!I«J'f of copiUll projtct.J ntll}' utlt rr;cly uff~ct our /Niurt turninx~ 

Our busmc:s.ses are c.aptllllnten.sh·e and ~UHe Sl'gn:ifiQnt in' esuncnts in ongomg 1nfrasuucture prOJtcts Our abilit)· to complete: our infra.Rrueturc: prOJects on a timtf) ba.sjs and mana1e the 0\erall cost of 

those projms may be •fftcted by the lim1tcd availability of the necessary matcriah and qualified vendOf'J Our future camJnJ:P could be: ad\ crsely aff«.tcd if wt are unable to manage such capual pro;ccu: 

elTectivc1y, or if full recovery ofsuc:h c:apilal costs is not penmtted 1n future regulatory proc«dings 

Our regwlutttl t!n~rg)' ltuJinr..u IMJ' br. 111 ri\k if franchi.u iiJ:Tt't!lllt!nts uu not renn•·~J. ur nr.ll' frnntlti\c uxrccmcnts '"~ Hill 11btuim~J. which ~011ld mb•trsely tlffl!ct ourfuo~re rt .ullt.' IJF optrating Clljlt 

fl"tt·l tllfd finuntial ~onditlon. 

Our reaulated naruralgas and doctric dJSinbutoon operations hold f~chisn in cath of the oncorponted municipalities lhll rcqw~ frmchi"' ajVNmmts in order to provodc natural gu and cle<:lncity Our 

narunl gas and t"lecuic d1stnbution optrations are currcnd)' in nrgociataons for franchts~ \\lth certain mun1c:apallu~s for ne-.\ stt\ 1ce areas and rcnt\\al of some «tstmy franchises On,goiny financiaJ Ksults 

would be adversdy impacu:d from the loss or servic;c to certain op<:rating areas with1n our clearie or natural HAS territories in the eHnt that franch1sc fl¥retments were not rene\\'ed If \\e are unable to obtain 

franchise agreements for new service areas, ~rowth in our ru~t~recamin~s could be negatively impacted 

,\'lowJ/m•n.<f ;n t<us.ton~r gro111h moy adt·~rll'l)' uff«.t ('aJ'ninRS JUtd ~"-'"flows. 

Our abih[) to increase wou masgjns in our businesses is dependent upon gro\\th in the ~sidential cOMtructJon market. adding new oommerc:ial and indUSina.l customen and ('()n\tf'SIOR o{ custOmers to 

namral gas, elccmcoty or propane from other <n<rgy soun:cs Slo-.dO\'tl!ln !,'fOwlh rna) tdHrsely a!Tcct our gto$S D1llrgin, nmongs and cash 00\'s 

Elll''J:)' cqnst:n'llfion rouhllun·cr t:nt:rg)' CtJIIllimption1 tv/rich h'tmhl ttdl·~r.,c:ly tifft"t.'t our rt~rning.,·. 

\Ve have seen various leg1slative and regulatory Initiatives to promote energy efficiency and conservation at both the federal and state le\re1s In response to the initiatives in the states in which we operate. 

\\e ha\·e implemented programs lO promote energy ~fficitttC)' by our current and pottntial tustomc:rs To the e\tt:nt a PSC allows us to rtco\'er 1hc CO)t or such energy efficiency programs, funding for such 

pr01rams is rCCO\e-red through tht rates \\C' charge lO our ~gulattd e:u.stomm Howt'\'t'f, lower tn~ consumption a.s a resuh or ~ergy dliciency and conse-rvauon by curKnt and pottnllal customers may 

td\trsdy afftct our ruuJu or optrations. cash 00'\\S and financial cond1tion 

Ctnllm(H/il)• priu i~tU('IIH·~ "'")' mll·~n-rl)' 11/{ed tile opcrllling ru,\ll uml t:ilfiiJII'Iitivt' fiiOithm.'l tl/ mtr nutuml gtu·, eli"clrit mul pmpune Ji.'ltrihutiun IIJI~flllion,r, wltith mil)' tulve:rsdy r;fjf!cf tJUr resulo· of 

tlpt!rutimt\, t't1Sit j1uw:.llmljirumciu/ tumlitima. 

NatuAI Ga.,'Etectncity ll1ghcr natural gas prices can significantly incrc.ase the cost of gas billed to our natural gas customers lncrtascs in the cost or eoal, natural s•.s and other fuels used to generate 

eltctncity un signific<tntJy inata.se lhc cost of e!C'C't.ricity billed to our electric cuSIOfners Dunas;e to the production or u·•nsponauon facilities or out suppliers. \\-hich d«ttiSt'$ their supply of natural gas 

tnd t'Jcctncity. could ftfUit in increased surpl~· costs and higher pnc~s for our cu.stomtts Such COSllftCrtases gcnenJfy h.a\t no immediate tff«t on our CC'\tnUC'S and net lncomt bee-lUSt' or our regulated 

fuel co)t recO\tf)· mcc.hani.sms However, our net income ma) be reduced by htgher t\penses that "e mty incur for uncofle.;tible customer accounts and b) lo~~r \olum~s of natural gas and electricity 

delivcne.s when custome" reduce their consumption Therefore. mcrcascs in 1hc pnce or natural gas, cool and other fuel~ can adversely affect our operating cash flows, r~suhs or operations and financial 

condition, as well as the competitiveness of n1nural gas and el~c:todty as energy ~ourceJ 

~ Propane costs are subject to vola tole changes as a ~suit of product supply or othrr market cond1tions, includin~: "<ather, economic and polo total factors a!Ttctinll eN de 01! and natural ~s S<lpply or 

pric1ng For cumplc, weather conditions could damage production or transpocUtion faeolotocs, which could result in docru.ed supplies of propane, oncrcued supply CO>IS and hogloer prie<> for customers 

Such one"'~ on costs can occur raptdly and can negarivdy atT<et prolitabilil) Thert is no assurance that,.. "ill be able to pass on propane CO>ton<:rcoses fully or ommedoatcly, parucularly -.h.., propane 

costs inc:rease rapidly Therefore. average ret.atl sal~ prices can \llry s,ignificantly from )'UNo-year as product costs fluctuate 1n response to propane. fuel od. Cf\lde 011 and narural gu commochty market 

conditions In addition. in periods or sustained h1~er commodity prices, declines in retail .sales volumes due 10 reduced consumption and incrtas~ amounts of uncollectible accounts may adversely affect 

net income 

Rtfer to ltt•m 7A, QIIU/flllaiH"t and Quo/oaii1'C" 01.\c/o:olfes AIHmt ldarAtt Risk for add1tional information 
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hbl\;. ofC(\nt..;nb 

A ,\ubsttmfl'lll t/i,,ruprhm or luck nf growtlt ;, imrrMttlc twturu/ gas pipelilfe trmuomiuhm mul Moruge cttplldty ''' rli!clric trm•smi~~imr ct~pnciry 11111)' lmpuir uur ltMiity tt1 mut customtr.'i' t..rL,tiug ttnJ 

fittur~ rcquircmt nl.\, 

In order to meet t">iS-ttng and future customer demands for natural gas and electricity, we must acquire sufficient supplies of natural HAS and el«tricity, lnter5tttt (liptlint tl'ansmis.sion and storage capacity, 

and electric transmission capacity to se:r' e such ~uircmenu We must contract for rt:liable and adequate upstream trlnsmission capacity for our distribution systems while considering the d) nam1t1 or the 

1nt<J'Siat< pipeline and S10t1JIC and dtctrie uansmission matltls, our 0\.,, O<l-S}st<m resourc:tS, as wdl as 1he charae~msucs of CUI martets Our financial cond1hon and resuhs of operauons would be 

maim ally and adHnely atrec1cd 1f lhe fu1ure l\'ailaluh1) of these capaci1ics were 1nsuffic1<n1 10 mffi furure customer demands for narural gas and elecmcuy Currentl)·, our Rorida naiUral gas operauon 

relies primarily on one p1pehne S)'S1<m. FGT, for mOSt of us na1ural gas supply and ltanSiniS>Ion Our Florida det~ric opera bon secures el<dricil) from 1"o e"ernal suppliers Any conbnued 1n1<tNphon of 

Scf\ice from lhese suppliers could advtBCiy affet~ our ab1luy 10 mee11he demands of FPU's cuSJomcrs. v.1uch could n<ganvcl) 1mpac1 our canungs. tinanc1al condJUon and resuhs of operanoru 

Tlte tmu:mnttmtltn•llilllhillty uf n11turttl gmt, prop11n~ 11m/ rlrctriC'ity JuppHrs uu tlifflt'ulr to prr.tlil't; "~ubsranrifll retliuthm in uwtiltthlr ... upplies C(),lt/ rt•tluu rmr tllrningJ in those segmc•nt\., 

Natural gas, propMc nnd electricity l>roduction can be arrectt.-d by raccor'S beyond our control, which may affect our 11bility to obt:ain :sunieient supplies to meet demand and may adversely impact the 

tinanciaJ results in tho~e businesses Any disruption 10 tht A\'Ailabilicy of supplies of na1Ural ~as, propane and eleeuicity could result in increased supply cos:ts and highc1· prices for customers, which could 

also ad\'ersely affe-ct our financ1al condition and resullS of optrations 

We r~l)' o,. nlimit~d mu"h~r of ncuural gtu1 propant' and ~l~ctrit:.ity )Upplius 11nJ produuf'f, th~ /on ofwhicb coultl ltmv a IIUJttritll 11J•"'T~ ~fl~ct on uur finim~illl cqndititm and usultJ of tJpt>r~ltit~n~. 

We have entered into \'lriOUJ agr«mcnts with suppliers and producers to purchase natutal J!!:U~ propane and deccricny to set\t our customers The loss or any 5igneficant suppliers and'or produc(tt ()(our 

inibJIHy to renew these contracts al fa,·onble cenn.s upon lheer c"<p.ralion C'OUid .signilicand)' atrec::1 our abilit)' tO $ti'\C' our cuStomers and ha,·e a m&~mal ad\ocne •mract on our fmanciaJ condtuon and results 

or operation5 

Our uu oflluiwlfit•e imtruments muJ mlv~n·ely tiff~tl our rc.,,lu· tt/ op4!rutions. 

Flucnuuing commodity priec:.s may affect oor earningJ and financing costs because our propane distribution and natural gas marketing operations use derivative msuumcnlS, including forwards_, fon1res, 

swaps, puts, and calls. to hc:d~e price risk. Whilr we have risk ~nanageJnent policies and opcr11tin~ llrocedures in place to control our exposure to risk, if we !')urchase derivative Jnitruments that arc not 

properly matched to our cxpo!ttltt. our resuJts or operations. cash nows. and financial condilion may be adversely affected 

Our ttllfurul gm ,mrkt>ting SllbJiJiittl)' ',s; ~rnings tllfJ opt'ru,;nt ~tulr JTIP••s nu dt>pl'ntll'nl upon optiuU:,ntion of plets-icul U'I.H'IS. 

Our n•IUral gas m11lt11ng subSidiU)'·s emling$ and cosh """~ are based, in pan. on us ab1hl)' 10 orum1ze iiS portfolio of conuae~ual nglus 10 uliliu naiUral gas s1orage and pipeline assru The opbmlz.ahon 

.stratf'S)" in\'ohes utihnna ItS rh> \ical assets to take ad•.-antaae or differences in natural 11, pnc6 be~f'n1 geographic locations and or tJmc periods J-\n)· ch.an~t among 'anous pricing points could afTtct 

1h05<' differcnuals In add1hon, SlgJ>1fican1 increases in lhe supply of narural gas for thiS subSidiary's markCI areas. ineludmg as a muh of incre~sed producoon alonslhe :-1arcdtus Shale, can reduce lhe 

wbsid1ary's abihty 10 t"lo.e advantage of pricing fluctuJ.uons in the ruwre Changes in pricin¥ dynam1cs and suppl)· could ha'e an ld\C:rs.c impact on au optimization actaviues., e-arnings and cash flows Our 

subsid1ary incurs fix~d demnnd rees to acquire ili contl'ltluaJ rij;hU to storage and tnnspOrtation assets Should commodity prices at various l()('auons or umt periods change in such a Wl) that our 

subsidiary is no1 able 10 recoup 1hese cos~< fron1 cus1on1ers, 1he cash flows and earnings of01" subsidiary, and uhima~ely, 1he Company, could be adversely 1mpac1ed 

()ur propcmt itU'~Iffiif'J' i'+ .wbjt:ello itwctrtor)' t'fllmlliun ri,·k, whic-h mlly u .·mlt ;, tJ writl'·iiD't'll of im,..ttft;ry·. 

Our propane distribution o~ratlons own or lease bulk propane storage facilities. with an aggregate capacity of approximatelv 6 8 million gaJions We ,,urchase and )tore propane based on several factors, 

including inventory IC\·tls and the price oudook We may purcha~e large volumes or propane at currmt market prices durin!J periods of low drmand a.nd low prices, "'hich grneratly occur during the summer 

months Propane is 1 commodlt). and as such. iu: price is subject to ,·olatile fluctuatJons in response to changes in suppl)' ex other market conditions \Vt ha"·e no contrOl O\'et these marlo.et cond1t1ons 

Consequently, lhe v.1lolcsale purchase price can change ropidl) over a shon period of umc The rtl>il nurkt1 prioe for propane could fall below lhe pnce a1 "hich "e made the purchases. "h1ch \\OUid 

adversely affect our profits or cau..w: sales from 1h:at in,enlOI) to be unprofir.able In 

CheS<~pea~e Uuhues Ca<poration 2017 Fonn I()..K P1ge 17 
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I abls of< S!ft1qlli 

addobon, falhng propane prices may rcsuh on on,cniOI)· wri~t..!owns, as required by GAAP, if the mar~<t pri« of prOfln• falls below our "eosJoted average co>t or ,.,·entory, "hich could ad•ersely affect 

net •ncomc 

8 £CULAT28Y L&CALANQ f -;WIR0l\"1£riTAL RIW 

Rt•Rulfllltm 4if mlr bminencs, inclmllng clwn)tt!.~ intl1t rc•gulufiJI)' tm•ironmtnt, muy ud••ene~)t tif{tt'l our re.mltJ uf operllfions. t·aslt flows mul Jimmciul c:mu/iriun. 

1'hc Delaware, Maryland and florida PSC's rcguhue 001 \ltllity operations in those states Fa~; te l'll Shore IS rCijulatcd by the FERC. The PSCs and the FERC set the rates that we can charge customers for 

services subject to lhcir regulatOf)' jurisdiction Our abil11y to obtain timely future nne inc• eases and rate supplements 10 maintain cun-en1 rates of rcHam depends on regulatory approvals, and there can be no 

assunnce thac our regulated operauons will be able to obtain suc:h approvals or maintain currently aulhonzed r~lt5 of return When eam1ng.s rrom our rtottalated ucilitit.s exceed the authorized nlte or retum. 

the respecch·e PSC. or the FERC in the case of Eascern Shore, may require us to reduce oor rates charged co c:uscomers in the fu ture 

W~ ltliJ)'fuu t"Uinin r~u/atory nnd jintmt>illf rilkJ r t.ftJtt J 10 pipJin~ sttfdJ' I~zislurioff. 

We arc sub;ect to a number of lesid•bve proposals at the federal and stalt lcvd to implement oncreascd o-=sht 0\·tr natural gas pipeline operauons and faohues to onspect pipeline foahbes, Upf)flde 

pipeline facilities, or control the impact of a breach of such faa hues Addotioml operating e•penscs and capt tal expa1ditures may be neceuary to rtmaon in compliance If new ltgjdauon is adopted and \\0 

oncur addotooml e.•pa1ses and e.•penditun:s, our financial condJUon, results of operations and cash Oo--s could be ad-.rsdy affected, plrtJcular1y if we are nO< authorized through the regulatory process to 

rtcO\cr from cusromus some or all of these costs 1nd our 1uthoriztd rate- ofrtrum 

Jf'r uu suhj«t to opt'rllfing unJ litigution rus.~· tlwt mil) twt bt full)' t"Ol-'t'r~tl by in,mrtmu. 

Our operations are subject to the opcntm~ hllards and nsks normally incidental to handlin~, storiniJ, trnnsportang. transmitting and dehvtring n:uural gas. dec-triclt)' and propane to end users fron1 time to 

umc:, we are a defendant in legal proceedings arisinv in the ordtnary course of business We maint~ain insurance coverage for our gcneralliabilittc' in the amo.mt of SSI million, which we believe ts 

rea~onable and pntdent. Howe\•er. there can be no assurance that such insurance will be adequate tO protect us from all material exptnses rclaced to potential fulure claims for personal injury and property 

darna~e or that sueh levels of insurance will be t~vailable in the ruture at economical prices 

Co'''' •if c:cmrpliunt:e witJr e.tt1'ironm~ntul hth',\ mfiJ' ht! JiXttiflt'UIII. 

Wt are subJect to federal, state and local laws and rt!Jlllatton.s ~ovcmang env.ronmentaJ quality and pollution control The-se evolving laws and regulauons may require expenditures over a lon.B period of 
ttme 10 control en\'lronmt ntal effects ll our current and fonntr operating sites, e:spccially former MCI) sites To date. we have b«:n ablt: co rtcovtr. through re~:~.ulatory rate mechanisms. the costs assoclated 

"llh the rcmedaation of fonntr MGP s1tcs Ito" C\'tr, thcu~ IS no guarantee lhat we \'ill be &.bft 10 recO\·tr future remediation costS in the same manntr or 11 atl A change in our apprm-ed rate m«han1sms for 

rtc:O\ t1')' or environmental re-mediation ce»u at forma MGP silts could advC"''Sdy affect our results of ortf1UOM. cash flo""'S and financiaJ cond111on 

funhtr. c._"' sung: en,ironmcntalla\\s and ttgUIIhons may be revi~ 01' new laws and rt-guJaoons ud.1n¥ to ~ottct the ~vironmtnt ma) be adopted and~ applicable to us Revised 01 addiuonaJ laws and 

rtgulauons could result tn additional opttattng restnwons on our floltbes or- irtereaU'd compliance cosu. \\h1c:h mav not bt fully ft'CO\ crable Any such ancrca.sc 1n c:ompliance cosas could ld\ ttscly afTtct 

our t'inanctal condtttOn and resulu or opnauons Comphancc "ith tht$C legal obhg.ujonJ rtquircs us to comm11 capu.al If we fail to comply "'th cn,tronmental laws 111<1 rtgulattons. t'·at if such fl1lurc IS 

caused by racwrs beyond our control. "t may be •sscsstd (1'<'11 01' criminal ptnahies and fine-s.. "hich could impact our financial Clondilion and results of optraUOf'LS 
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Duiwttitvr lrgidtJtwn 11ml th~ impl~~~~ntution of rt!luteJ rules ctiU/d lra•·e un Otll>erse impuct " " our t~bility ttJ ht>J~~ ri'ks uuMillfrJ .. ·ith t>ur l111\inbs. 

The Dodd·fru>k Act tegulotts dtn,IU\e tnn .. ctJons, \\hich onclude cenain insuumcnts used in our risk mlnlj;ement ICU\IUes The Dodd·Frank Act oontcmpla<es that most swaps ,.;11 be required to be 

cltJ.red through a rqastutd cltanng faciiHy and trad~ on a designated t:Xchange: «swap o:«Ution facility • .subJ«t co ctrwn cxccptJon.$ f01 entities that use sw·1.ps lo hedge or mitigate commercial risk 
Although the Oodd·Franl ·\ct tndud.e.) sisnificant nt'W provis1ons rtgarding. the regulation of dMvative:s. 1he impae~ or those rc:qu•rtmtnls will n01 be 1.00\\-n dcfimtivdy until rtbrulalions h-a,~e ~m adopttd 

ond fUlly Implemented by both tht SEC and the Commodities Futures Trading Commission, and market paniapants establish r"'!J>tttcd cleanng fiK1hues under those regulations Although we m&) quahfy 
fore'C:ccptions. our dttivall\t.S countrrparut.s may be subject to new capitaJ. ma..rgi.n and business conduct requirm1t>nts impMtd IS 1 ruuh of the Dodd .. fn.nk Act. '"'hich may incruse our transaction eostS. 
mak~ it mor~ dtfficuh for us to enttr 1nto hedgjng: r.ransac-uons on fn-orable terms or a.fftc~ the number and or crtdit\\orthlnus or I\ aJiable countnpartin Our in.abiht)' to enter into hedging transactton:s on 
favorable terms, or at all. could increaso operaung expen..<cs and increase exposure to risks of adHrse changes •• commoduy pncts. "h1ch could och·md) affect tho predictability of cash flows 

Ulttutticipulttl chllnJ~f In our l•l't pro•·l,iun1 or cxp(J:.un tfl t~dJiJiunul ttLY liabi/itin could •flut our prufitnbility ttntl ttoh jlok'. 
We are subject to •ncome and other ta.es•n the US Changes'" applicable US ta.< laws and regulations, or the1r interprttauon and appltcauon, ~nclud•ng the possibility of retroactive effect, could affect our 
tu expense ond profitabohty In oddouon, tht final determination of any ta.< audits or related litigation could be materially doffertnt from our hi>toricaloncome tax pro,is.ionsand accruals Changes in our tax 
prO\·ision or an 1ncrease •n our ta'C liabilities. due to changes in applicable law and rtb'Uiation.s.. the Interpretation Of' applicauon thereor. future chanxes in theta."< rate or a final determination ofta.-"< audits or 
litigauon, could ha"e 1 mattriaJ adverse efTc:ct on our financial pOsition. results of optradons or cash flo<ws 

Our busin~J,f Iliff)' be ~41b}ttt ;,. tlt~furur~ '" mhliriunul regulttiiJry tmJ fimJncidl risks tJ.noeimtJ '41th globnl•v,llmlnx uml dimi.llt' clumge. 

There have been a number of federal and state legislative and regulatory initiatives propOsed in rtc:em yurs in an anempt to control or hmu the effects of global wam1ing and overall climate chan~c. 
including grctnhouse sas emissions. ~uch as carbon dioxide The adoption of this type or legislation by Congress, or sunilar legislation by stat~ or the adoption or related regulations by fcderaJ or state 
governments mrtndating a substantial reduction in greenhouse gas emissions in the future c0t1ld have far·reaching and Sil)nifieant impacts on the energy indusll')' Such new legislation or regulations could 
result in increased compliance costs for us or additional operating restrictions on our business, atT~tthc demand for muural ~as and propane or impact the prices '"''e charge to our CUS'tomers 11te di rection of 
future US climate change regulation is dtiTicult to ptedicl given the curren1 uncenainties surrounding the policies of the Tn1mp Adnunistnllion The EPA may or may not continue developing regulations to 
reduce greenhouse gas emis.~ions Even if federal ciTorts in this .area slow, states may conti1\ue 1wrsuing climate rc~ulations Any lnws or regulations that may be adopted to restrict or reduce emissions or 
greenhouse gases could retwire us to incur additional operating costs. such as costs to purchase and operate emissions controls, to obtain cn1ission 311owances or to pay emission taxes, and reduce demand for 
our J>roducts At this time, we ClumOI JJredict the potenlhll impact or such laws or regulations that may be adopted on etar futu1c busincots, financial condition or financial result$, 

ClinKIIe tlrflnJ:c',\' lllfl)' iuqwrt tlrt' th•uNmtl/or 1mr St:n•ir~s br tht' futtlrc tmJ cuultl U .\ult i1r m{lf'cjrequt!.nt 11ntl mt)f~ .H'W'fC! ll'c'fllht•r t~'tllf,, wJu'ch llltl,urely t•tmiJ mi1•er$ely t~Jlecr tmr jimmci11l rt.~llll.\.. 

There is a g:1 owin~ belief that emi~sions of greenhouse gases may be linked to global climate change C'lima~e change creates ph)'Sical and linancial l'isks for us. Our customers' energy needs ,·ary w1th 
weather conditions. primanly temperature and humidity for residential customers. heating and cooltn~ represent their largest ene1g:y use To the t'<te.nt weather conditions may be affected by climate 
change. customers• cne1ii.Y u~ cwld increase or decrease depending on the dwation and magnuudc or any changes A d~rease 1n cntrlt)' u)c: due to weather changes may affect our financiaJ condition 
throu~h dec1eascd re\·tnuci and cuh flows Extreme weather c:onditions in general require more system backups. addmJ:; to cc»tS, and (In conuibutt to increased systml stresses. including serviu 
intmlrpuoos \\'tather conditioni ouu.1de of our operaung territories could also have an impact on our rC"e.nues and cash Oows by affcetin¥ natural ttas prices Severe weather impacts our open.ting 
territones primanly through thundcntorms, tornadoes. burricnes. and snow or ice storms To the e"1cnt the frequency of e'trtme \\either events 1ncreases., this couJd increase our costs of providing 
stl'·iu) We ma~· n01 be able to pass on the higher ce»ts to our customers or r«<\'et aU the costs rdated to mitigating 1hest ph)·sical rid.i To the C'll:tMt financial markets vie\"' eli male change and emissions: 
of greenhouse ~se) u a flnaDciaJ ns.t ... thJs ~Jd •d' encly afT tel our abilic}' to aceess ca.patal matl.eu M cause us to rte:ei\·e less fa,orable terms and condiuons in future fin.aneings Our business could ~ 
afTmed by the potenua1 for lawsuats related to or against gr«nhouse gas emitters based on the claimed connecuon bet\\een grttnhouse gas tmi\SlOilS and c-hmate change~ which could impaa ad,"tt"Sdy our 
business. resultS of optriiiOM and cash flo\\S 
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Our Ct',ifK'IIU of incorporation 11ml bylut~'J' mUJ' llday or p~tYnt a rmnsnction dlllt stockholtl~rs tt"'ultlt'i~tt' m Jttt'fJrttble 

Our ctrtificllt of .ncorponuon and b)II\\S, u "ell u Delaware law, conllin pr<l'isions that could del&). dtrer or prevtnt an unsolrcottd changt rn conucl of ChtSapt•ke Utili tits, "hieb may ntgauvely 
affta the mar~tt priet of our common stock or the ability of stockholders to participate in a tnnsoction rn which the) moJ!ht Olhef"ll<' rtcttH a prtmiUm for their sharts over the then c:urrent market price 
These prm.isiMs ma)' also prc'-'cnt changes tn man.agemenL In addition. our Board of Directors is a~.nhori:ted to 1ssue prefmed stock wuhout stoelholckr approval on sucb lerm.s as our Board ofl>lrmon 
may dtterrnrnt Our common stockholders "'II bt subject to, and may bt ntgotively alftcted by, the riJ!hu of any preferrtd 5tock that may bt inutd in the futUrt 

IT£\t 2. PROP£RTt ES. 

We own appro:<imau~ly I,SI7 miles or natunl gn dtstribution mains (together wuh rela.ed serviec lints., meren and rel(Uit~ors) located in Kent, Nc\.11 Castle and Sun~ Coumies, Delaware, and Caroline, 
Cecil, Dorthcstct, Wtcomtco and Worc.:ster Counties, Maryland We own approximately 2,906 mtles of natural gas dislnbutjon mam.s (and related equipmC'nt) in Broward, Citrus, DcSolo, Gadsden, 

Gtlchnst, f-hllsborough, Holmes, Jackson, Libeny. Marion. Manin. Nassau. Os<;cola.. Palm BC"ac:h, Pasco, Polk. Setntnole, Suwann«. Union, Volusia and Washmgton Countie-s. Florida In addition, Wt' have 
adequate gate st3tions to handle recetpt of the gas into each of the distribution systems. We a.lso own facilities in Delaware and MRryland, which we use for propanc·air injec-tion dunng periods of pe~k 

demand 

Throuyh Ea.stem Shore, we own and operate approximately 457 miles of natural gas transmission pipeline, extending from §upply interconnects at Daleville. Honey Brook and Parkesburg, Pennsylvlll'lin, and 
HockCS.IIin, Delaware. to 96 delivery r•oints in sou1heastern Pennsylvania, Delaware and 1he eastern shore of Maryland Through Peninsula J)ipeline, we own and operate approximalely 44 miles of natural 
~as transmission piJJelinc in Indian River, l,alrn Beach, Polk and Su'''annee Counties, Florida We also own approximately 45 percent of the 16-mtle natural gas pipc1inc extending from the Ouvai/Nassau 
County line to Amelia Jsland in Nas.uu County, Florida The remaining SS percent of the natural gas pipeline is own«! by Peojlles GM 

Through Fru. we own and operate app.oximately 20 miles or electric tr.tnsmission line located Ill Nassau Coumy, Florida and llJJI)roxtmately 8% miles or electric distribution line in Calhoun. Jackson. 
Liberty and Nassau COlon ties, Florrda 

We own approximatel)' ll8 mile' or underground propane distnbution mains in Delaware, Dorchester, Princtss Anne, Queen Anne's, Somerset, Talbot., Wicomico and Worcester Counties. Mar)'land, 
Chester and Delaw11re Countie1, Penn,)'lvania. and Alachua, Bre\<ard, Browa.rd, Citrus, Duval. Hillsborout~,h. Marion, Nassau, Oranltc. Palm lleach, Polk, Stmino1e. St Johns and Vol usia Counties. Florida 

We own bulk rrop~mc: storal'e f&e1liues. wath an aggrcgarc capacity of approximatcl) S 6 m1lhon gallons, tn Oela\~o-are, Maryland, Pennsylvania and Virgtnia In Florida. \~oe own bulk propane storage 
(aclhties \Uth an a~regate eapaci1y o( approximately I 2 million gallons These facilities are loeatal on real estate that is either O~Wned or lc:ued by us 

Through Asprrt llneq;). \\town 16 natural sosl!athtnng systems and approximately 2,600 mil•• of pipehne on C•ncral and Ea>t•m Ohro 

We o"n or lease offices and othcr orerational fac:ihuc:s in the follo"ing locations: AMt Arundtl, Ctcil, DorchtJot«, Somtrsel, Talbot. and \\'icom1co and Worcester Counties. ~1aryland, Kent. New Caslle 
and Sussn Counllts, Dtla\\ar•. Accomac~ County, Vr'll'nra. Alachua, Br.--vd, Broward, Hendry. Jac~son. Lt\')', Manon, :-lassau. Okttchobtt, Palm Such, Polk and Volusia Counues, Florida, Orrvolle, 
Ohto, and Puuburgh. Penns:yh·Ania 

All oftheasstts owntd by FPU are subjttt to a htn •n favoroftht holdtrs ofiu fim mongagt bond StcUrins its indtbttdntss undtr rts ~longagtlnd•nture and Dttd of Trust Thtsc assetS art not SUbJtct to 
any othtr litn as all othtr dtbt is un$tcurtd FPU 0\\M offices and facilitits on the foll~ing locations Alachuo. Brt\>ard. Broward, l!tndl). Jac~son. l.evy, ~llltin, Kusou, Oktcehobtt, Palm lkaeh and 
Volulia Counties, Florida The fPU ISSC'CS subject 10 lhe htn also include 1.970 miles or natural gu distribuuon MilO.$ (and rdau~d tqutrmcnl) In IIJ Stf'Vice areas~ 20 miles of deane transmission hne: 
locattd on Nauau County, Flonda. 890 moles of tlectne drstnbuuon line locattd in Calhoun. Jac~son. Lrbtrr) and Nassau Countr<J on Ronda. p<opan< storagt facilities \\1th a total tapocrt)· of I 2 mrllion 
gallons, locattd on south and ctnual Flonda, and S3 moles of underground"""'""" clistnbution marns on Alachua. Brt\·ord, BrO'o\-.rd, Citrus. Ou\al, llrlhborougl1, Mll1on, Nassau, Orange, Palm Stach, Poll.. 
Seminole, St Johns and Votustl Counues. florida 
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IT£.\1 3. LWAL PROCt:£0 L'<CS. 

LECAL PROC[[Oii'CS 

As disclosed m /tt•m R, Fm<mcm/.\'Jul.:""'nt."' (llk.l Supplem~lllllf) ' /Jc.ttu (see Kme 20, Oth~:r ('mt~nu/Jtt(,,, cmd ( 'mums:en<:ltl, in the ~onSOIId3tcd financial statements). we arc. involved in vanous leiV!l actions 

and claims IUi$111lJ in the normal course or business We are al~o involved in cenam 11dministrative procetdinijS before various govemmcntal or regulatory agencies concerning rates In the opin1on of 

management, the ult1matc dtsposition of ahese current procecdinH~ will not have a material ctTect on our consolidated financial position, 1esults of operations or cash flows 

ITF_\t 4. \11'\r SAFCTV DlSCLOSURf.S. 

Not applicable 
PART II 

ITEM 5. MARKJ:T fORTH£ R ECISTRA:.T•s CO~I>ION £QUITV, R tLATEO STOCKIIOLDrR MATTERS MD lsslllR PURCHASES Of £Q~n \· S~CLRITI£S. 

COMMON STOCK I' RICE RA:-:ctS. COMMO~ STOCK 0JVtot!'tOS AND STOCKIIOl.Dt!R INrORMAT'fON: 

AI Feb"'ary 20, 2018, there were 2,321 holders of record of our common soock The high, low and closing prices of om common Slack and d1v1dends deelared per shore for each calendar quaner during 2017 

and 2016 ore includ<d in the below table 

Di .. l~•ds 
D«lor<d 

Qurtcr Eadtd llith Low a ... Per Shnc 

2017 
~J.,·th 31 70.70 6.1.00 s 69.10 0.)050 

June JO 77.75 68.65 74.95 0,3150 

S.pltlnb<r 3D 81.95 74.80 78.2$ O.ll50 

Ocnntbrrll 8&.35 75.00 78.!>5 O.Jl50 

2016 
M>n:h 31 67 )(, 52 21 (,2 ?1 0 2A71 

June 30 6(~19 5(df• M IK 0 3010 

Sep1embcr 3o 6HM 59 12 61 ()(, 0 3050 

D<eemb<r 31 7000 57 (>J M~>s 0 30.1U 

We have pa>d a cash dividend 10 otlf common stock stockholders fa< H consecutive y<ars Dmdends are payable a11he diScretion of our Jloard of Directoo Fu01re pa)m<nt of dividends, and ohe amount of 

these dividend5-, will depend on our Ommc:iaJ condition. results of operations~ capital reqo~rtmtnts, and other factors We declared quarterly cash daV1dcnds on our common stock in 2017 11nd 2016, totaling 

Sf 2800 per share and SJ.2025 per >hare. respectively 

Indentures 10 our long-tenn debt contain various restrictions "'hich limit our ability to pay dividends Refer to ltt·m ~. l·i ttatH.'tal Suru•,mml\ tmJ SuppltnumtW')' Oma (sec Nole 12, I.JmJ:.-Termlkht, in the 

consolidated financial statements) ror addihonal inrormation 

FPU' s fino mortgage bonds, whrch are duern 1022, eon111n a somdar restriction lhtl hmiuthe po)mtno of dl\idends by FPU Refer 10 fl<m ,v. fui<IIJ<Jal Stalt'llk'"" wJ Sv(>p/tmmtt") /'I,Jh/ (see Note 12. 

l.tJng-Ttrm l>.~t. '"the consolidat<d financial Sl>lemenu) fa< add1bonol infonnation 

Chesapeake U111111eS Corpo1111ion 2017 Form 10-K Page 21 
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PURCIIASf.S o•• f.QUITV StC\.RITif.S 8\ TilE ISSHR 

The roiiO\'ing table >CIS ronh rnronnauon on purchases by us O<On our hehalrofsharrs or our common "ock dunng Ule quan« cndod D«=her ll, 2017 

talo!l 
OO.oM I, :017 """""'0.. ....... 11 l I" • 

~u\cmh:r I ~\")17tl'lh11•"h"'•'CIIIb."t 1(). !()11 

~atltln- l.2ol71lw"'"ehr~, 11,2017 

r .... r 

T•t.l 
:o-....... 
oiSiuuo 
Pn.-:b .. d 

,. "' 

T•t~~l~••kr.tM!aR:• 
hi"C'hd.., ,.,,of 

P.tJ.lW'h A .... .u4n.a .. 
.;.,~ ..... -

Page 30 of 120 

~-1u.l .... •:"••krof 
Slt&J'h Tb1 M•~ \ "' Be 

P.tdaa!!inl c•r rite- Pb.•• 
•rPrOJ.n.- • 

lnt).;to•M zun. 'i'C ruu.hii"<J Jhuci.uf ~lft tWckltn llw op:-n natkt (ot lbc: JIUif'<* o(R:tO\~Ift@ tbedln.knJ (lllAiott" hdJin the RJI+I TNIII ...... I\Itlb ru. catut1lu~unanJ Sct\JOf E't«Uib\~unJerth!- Ncn-<Jr-Micd [):(moj 

Cilllllf'C"IhJll"n Plan Tht Nun.qu,.hf~ OtlnTN C~hun Pl.tn a~ m dcbd '"/1~• N. F;N•t€HII.'ilnlilfNHU mJ ·'*ffJ/4',rffi<H) Att,, (t« N,oce If\ #Mr/utv~ R<tMfil Plt.llu, 10 lbl: t:Ontols..bkd ftnanc .. l JUicmcnll) Dunne: doe 

~lk'f. 171 ahattll ~~'~•f"W':hi.M\Itbruuplbl•cut\~'t'lll o(dt\-..kl.&. 
l·>'~><i'lt 11•1 dlc-JIW'f"C\• dcloc:nhW 11'1 r.,., ...... '". \\(! IIIII\~ no p&bb~.:l, anno~..l rlan. or tt'OSfl'l'l\.\ to.) t'cf'\ltl.:hil:.t OW" darn: 

Discussion of our comptn.sauon plans, for which shares or our common stock are authori7.td ror issuanc~. b included in the scc:1ion of our Proxy Statement captionf!d "Equity Compensation Plan 
lnfonna1ion" and is incorpor~lcd he-rein by reference 

Chesapcokc Utilities Corponulon 2017 Fotm Jo-K Page 22 
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co~t\ION STocK PI:Rr oR"ANCE G RAPH 

The stock perfonnance graph and table below compares cumulative total stockholder return on our common stock during the five fiscal years e11ded December 31. 2017, with the cumulative total stockholder 
return of the S&P 500 Index and the cumulauve total stockholder return of select peers, which include the following companies: Atmos Energy Corporation; Chesapeake Utilities Corporation; Black Hills 
Corporation; New Jersey RtS01.1rces Corporation, NiSource, Inc., Northwest Natural Gas Com pan)~~ Nonhwestern Corporation~ RGC Resources~ Inc . South Jersey Industries, Inc : Spire, Inc . Unitil 
Corporati on~ Vectren Corporation, IUl d WGL Holdings, Inc. 

The comparison assumes SIOO was invested on December 31, 2012 in om common stock and in each of the foregoing indices and assumes reinvested dividends The comparisons in the graph below are 
based on his10rical data and are no1 intended co rorecastthe possible future performance of our common stock 

Chtsape:ake U1ilirit.s 

Industry Jndu 

S&P 500 lndu 

100 s 
100 
100 

2UIJ 

Stocl; l'erformance 

2Ul .a 

136 172 s 
liS S 153 $ 

132 s 150 

2UI~ 

200 $ 

172 s 
152 s 

11116 

241 

202 
170 

11JI7 

287 
242 

206 
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for lht ' 'til" Endtd D«tmbcr 31 , 

1017 1016 lOIS 

~ 
(m thtiH\dl~tl') 

Reo.enuts 
R<sulated Energy 

!Jnr<sulated l'nergy 

Other bustntss.ts and coltmtnatlons 
ToW rtvtnutJ 

Openotmg income 

Regulated Energy 

Unregulated ~nergy 

Other bu~inc~~es and c:hmtnahont 

Total open~~ting income. 

Net income frorn conunmnJI operations 

Am!.! 
(m tiH>u•wmtl'f) 

Gross prOileny, plant and equipment 

Nc1 pr0Jltr1y. plant and equipnlcnt 
Total as~C'ts 
C11pital C'<pcndl1usc5 

Canitalilation 

(m thtNI\WtJ.\) 

Stoc~holders' eqUity 

Long· term debt. net of current matunucs 

To1al capuahnuon 
Curunt ponoon orlon11·t<rm debt 

Short·t<rm debt 

Total capttalti.Ation and shon·tmn financins 

s 

s 

s 
s 

s 

s 

s 

The• ...... iftdu.ie .. (.-.. ....... :nbl:tft ..J rnuh• af~ .r•l'Utor * pcnodftolll1htD'flU ~(Otlub«!-l :w"l)ta r~tu ,, ~ 
... .._... 4a1,~, •• • rc-'c ot lht IPC!i'Cf 

Cheslpeal.e Uuhues C'orporauon 2011 Form IO.K Page 24 

.116,310 s 305,689 301,902 

.114.~95 203,778 162,108 

(J3.J11) (10,607) (4,766) 

617.583 498.860 s 459,244 

73.160 69,851 60,983 

12,477 13,844 16,355 

206 401 418 

8S,84J 84,096 77,758 

58,124 44,675 41,140 

I.Jil,ll7 1,175,595 1,007,489 

1,126,017 986,664 s 854,950 

1,41 7,434 1,229,219 1.067.421 

191.103 169.376 195,261 

436.29~ 446,086 358,138 

197.395 136,954 149,006 

633.689 s 583,040 s 507,144 

9,411 12,099 9,151 

250.969 209,871 173,397 

944.079 s 805,010 $ 6S9,692 

'I f..,_UII......Ua&.UK~dwcff~ofk.pAAIOCI~ega!~o(CM.II 
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For 1ht Yur Endtd 0t'CC"mbu 31, 

201~ 201l 2012 2011 2010 2009'" 1008 

s 300,442 s 26-1,637 s 246,208 256,226 s 269,438 s 138.671 s 116,123 

184,961 166,723 133,049 149,586 146,793 119,973 161.290 

13.431 12,946 13,245 12.21~ 11,31 ~ 10,141 H.030 

498,834 444 306 392,502 418,027 s 427,546 s 268,785 s 291,443 

50,451 50.084 46,999 s 43,911 s 43,267 s 26,668 23,833 

11,723 12,353 8.355 9,619 8,150 8,390 3,600 

10~ 297 1,281 1 7~ 51J ( 1,322) 1,046 

62,279 62,734 56,635 53,705 51,930 33,736 28,479 

.16,092 32,787 28.863 27,622 26.056 s 15,897 s 13,607 

870,125 805,394 697,159 625,488 584,385 s 543,905 381,689 

689,762 63 1.246 541,781 487,704 462,757 s 436,587 s 280,671 

904,469 837,522 s 733,746 709,066 670,993 s 6 15,81 1 s 385,795 

98,057 108,039 78,2 10 44,431 46,955 26,294 30,844 

300,322 278,173 256,598 240,780 226,239 s 209,781 1~3.073 

1~8.486 117.592 101,907 110,18~ 89,6-12 98,8 14 86,422 

4~8.808 396,365 358,505 $ 351,065 11~.881 s 308,595 209.495 

9,109 11.353 8,196 8,196 9,216 35.299 6,656 

88.2ll 105,666 61.199 34 707 63.958 30.023 33,000 

556.148 513,384 $ 427,900 s 393,968 189,055 $ 373,917 249,151 
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for the Ytu £ndf'd Dtumbtr Jl. 

Common Stock Para end Balloc 

&.si, carmnHJ pt:r share from CCM'Itanumg operations 
Dlluttd ummp per share from conunusng ope-canons 
Ollultd eamon¥S per wrep•1h • I 'ear 
Ollultd <among< per mare gf0\\1h • s )tar 

Ollultd eamong< per •hare gfO\\Ih • 10 )ear 
Return on avmg~ equuy from contmumg operauons 
Common equny /lotal capnalouuon 
Common equily /tocal capnaliz.auon and shon·tcnn financing 
Capitll C'<pcndalurcs /aveu.gt total capttalazanon 
Uool "alue per sha1e C:) 

M11rl~tprice 

High 
Low 
Clo~<: 

s 
s 

s 

s 

s 

1017 1016 

3.56 s 
H5 

24.1~. 

11.3% 
10.7 ..... 

12.6~. 

71. 1% 

~1.5·~ 

so.t•-' 
19.7~ 

86.35 

63.00 

78.55 

287 s 
286 s 
s ,,. 

8 "''· 
9.3~· 

II 3~. 

76 s•. 
ss 4~· 
31 , •• 

27 36 s 

7000 

5225 

6695 

Weighted average number of shar<s ouiSlandinJI '" 
Shares: outstandmg ftt ycar·cnd ,:, 

16,336,789 15,570,539 

16,JH,Hl 16,30).499 

Registered common shareholders 
Cash dividends dcclftred r>cr share"' 
Dividend yield (annuolite<l)"' 
Book yotld 
r•ayoul ratio from continuin¥ operations,. 

A!!!!iliorool Oo1n 

Custonltrs 
Natural ya.s distribuuon 
Elee1ne dostnbuuon 
Propane dostnbuuon 

ToulempiO)«> 

s 
2,334 

1.23 s 
1.7~ .. 

4.5-J. 
36.0% 

153.~37 

31,026 
5-1,760 

9~5 

n...._,........,dw(IOilkiaJp~-.Jrc..tr•flfOf'C"'IlaOaoiFPlJI<.-clhcf'dl'OdCttadw•fF ..... l().,'Uh.:r z" 2t.Df)c.al~~' 11 : .. 
'Jutr.-.lrn:.t.c..nol&lhl~h•DJ"""-.l•P'C"KT~h.'!l!rdk..tlhc:I.Wtc--k-t¥-om..;Lsrf'llJodar-c.JC!ftJul\! hll.& ~fTC'\.~ a the fc~m~,r(•'''"''-tlt'j,kaJ .aa.l~-~ IC 1ult 
lllliokai\IC\rJt~ll'caktd.alN"" -.lllf'C''IIIf.Wt•ourda'f'oW'Ctdt'll.b!b\ foar(;4l 4boldi, .... ,__.~ dlltc.-...~•_.,oft"*"'l.rno:•MI'koo.~ 11 

• The,.,. nt~Pftvta.,.....~C"f'CCmon.' .... "'......a.ac.Jk .aa .. ~a.a.~"ldc:o.bdec:t.o:traJharctb ~,"CIU,t"'....,.~rn .-.c r .......... JNUf.Pf'" ....... 

Chesap<•ke Uuhtoes C'orpontoon :on Fonn 10-K Page 26 

2,373 

I 20 

18% 

4.7'1. 

41 S% 

149,179 

31,695 

54,947 

903 

$ 

1015 

2.73 

272 
10 ,~. 

8 4'• 
g 4,. 

12 ••• 

706~. 

51 9'. 
29 s•. 

23 45 

6 1 13 
44 37 

56 75 

15.094,423 

15,270,659 

2,396 

1 13 

2.".4 s_.,_, 
41 5'·'.! 

144,872 

31,430 

53,682 

832 
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I abl~ uf ( S'! lh.'ll1 .. 

For tht Ytar •:ndtd O«trnbtr ll. 

2014 .. 20U'" 2012~) 20JtflJ 2010"' 2009''"' 2008"' 

s 2 48 s 227 s 2.01 193 I 83 s I 45 s 133 

s 2 47 s 226 s 1.99 s 191 s I 82 143 s 132 

9 3~. 136~. 42-• 49!, 27 l'· s 3'. 2l'• 

II 6'• II 4~, 91'· 103'• a s•. s 6'• 24'• 

8 ~·. 6 s•. 
8 ·~· 1 s•. 6~. l <>-''. 67"o 

12r. 12 ~. 116~. 11 o• , 11 6'• 11 2' • II r., 
65 5' • 703'• 716% 68 6' o 71 6'• 680% 58 7'. 

~4 O'o 54 3~· 60~. 61 I'• <s 2'o 56 J··· 49 4'• 

21 ~. 28 6' ; 22 0'!. 13 3~. IS~. IO.r;, IS 7', 

20 59 19 28 s 17 82 16 78 s 1584 14 89 12 02 

s ~2660 40 780 s 32613 29.687 s 28 133 s 23 333 23 227 

37 493 30 560 s 26 593 24000 s 18671 s 14680 14.620 

49660 40 0 13 30267 s 28 900 27680 s 21 367 20987 

14,551,308 14,430,962 14,379,216 14.333.699 14,2 11 ,83 1 10,969,980 10,217,772 

14,588,711 14,457,345 14,396,248 14,350.959 14,286,293 14,091.471 10,240,682 

2,329 2,345 2,396 2,481 2,482 2,670 1,914 

I 07 1 01 0.96 s 091 087 s 0 83 0.81 

2 2~. 2 6~11 32% 3 2'-'• 3 2"• 3 9'/o l~o 

.s ..... .s 4',. 5.5% s 6°'0 5 7'o 62% 6&~ • 

43 0'/o 44 6'o 47 8% 47 4'o 476''• S7 6'·'o 60S~~ 

141 ,227 138,210 124,015 121,934 120.210 117,887 65,201 

31,272 31,111 31,066 30,986 30,966 31,030 

53,272 11,988 49,312 48,824 48.100 48,680 H,981 

7B 842 738 711 7)4 757 448 
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ltnt 7. ~lA.'<ACOU:.,T's Otscussto:< "-'D '""LI StS OF fL"A'CIAL Co:-omo"' A'<D Rr.suLTS ororrRAno:<s 

This stctlon provides management's discussaon of Chesape-ake Uuhhts and its coosolidated subsidianb, "ith specific infonnauon on results of opmLtion.s. Jiquidlt) and capitaJ resources. as well u 

discussion of how certain ~Jecounting principles afTe-cc our financial statements. It includes management's sntcrprctation of 0t1r fin11ncial results and our operating segn1ents, the factors affecting chcse results, 

the major factors e:<ptcted to affect future operating results as \HII as inve-stmcru and financing plans. This discussion should be read in conjunction with our consolidated financial statcme-rus and 11otes 

thereto in lttm 8. fltKIIH.ml Stmt•mml.\ a1Hl StiJIJ'"-·m~utary /)otu 

Sc-eral faetors mSI that could onOuenc< our futurelin>nC~al ptrformance, some of "h1ch are described 1n lt<m lA, Rl>k Fodtor• They should be considered '" conn«Uon ,..,.h fcrward·look•nll statements 

conta1ned 1n this repon. or othcrni$C: made by Of' on behalf of us. s.nce these factors could cause actual results and condition.s to d.lfftr m.aterially from those set out1n such fOI"'Aatd·look-ing stlttmmlS 

n~~·jo//(m mg dtt.CU\.\1011\ OHCJ those /(Jit.!f Ill 1/14! tlocmtum/ lNI Of~fOIIIIJf IIICUITW UUtf .\l!/(11h.'U/ fC'..fltft.\ llk.fUCft• lhl! tl~ nj J/u• trrnt ''j;rfll..\ murgtu," "Jut/r I ,\ Jelf!TiillliCJ h)' t.kdut.:ting t/n• tOll of.'t(.t/t.)' frOm 

opi'riiiiiiJ.: rnv:nue. ('thl of sules mclude,, the puniKfS(.'J coM tif natural gas. t>latrit..lt)' wHlprOJH:IIU! tmd lhe t 'Q.\1 of lnhor ·'P''"' nu dm!CI n.m:mu:-prt:xlucmx tt<.IJW/t«',\, tmd e.'rdud~t.~~t cll!prccuaJou. 

tmmrtl:arirm tllui m·uttmn (jro: •. s margm slmuld n01 be ct»Hidf!rt•;,/ 1.01 altunanw: 10 op~,·rutmg IIK:IJJm' or tH!I Jncom('. 'H}ud; OJ'i' detcrmmrt.l 111 m.:cordant~ w1th (/AAI'. We hf!!Jew /}I(Jt gru~~ mttrgm, 

oltiH~UJth u 1101M.iAAP ntranu·t, u ust:ful anJ m~unmgful lo W\~\llH'\ U\ u hlbn fiw m"Jrmg mloe,·tnu•nl tA·auQit.~ It prm'IIJ..•, "'''-'·'torJ· .,..,,It mjofltt<IIUJn lhat tkmomtrOf('J J/J(' projiU1Inlll}' (JC.hrnW by '" 

UtN.kr Oflr a/1Ut4-~J raft\ fvr f'rl,'ltlat~d ttWfS..'l or~~tru/rflln wlrl unJ.·r m1r c:omJNillH-t J}ll(mx Mrnctrtu\ for N"U'J.,'111oJetl ~IWrs:J (f~~tro/JQIIS. 011r mtu~t~J,oement uo,c.·~ gro\\ nu."}tm m mtruurmx (}Ur h~tSJtN'H 

Mmh pafo,IKII" auJ J,,t, hulartca/1) tuKll):t•tl w«l uporud grtJ\J nlaf'gm u!ft~rmtltrtNr pvbbcl). 0Ihc.·r c:t~l'llfKlltJrJ nta)· cultuJ,,t,· J..7(W margm m ucllffircntmDJu~r. 

I'TRODitCTIO"' 

We art a da\t-rsificd t-n«<) company rnpgtd, dll't«ly or rhrough our vanous opttating d1\1sions and subsidtants, m 1't"b'l11&1ed and u-nfC'brulated energy busint$$6 

Our suategy is (()(;Used on ~row10g earnings from a stable tnili1y ruundatioo and inves11ngan related busine.sst' and services thlt pro\'idt oppom1nllles ror rerum.s greater than traditional utility returns \Ve 

arc focused on identifyint:J and developin~ opponunuies across the energy value ch21in, \'J·ith emphasis on anid$trtam and downstream investments that ace accretive to eaJnings per share: and consistent with 

our lon!!•term growth lllriUt~y 

The key element$ of th•s >tratcgy include 
exea~tang a c:apataJ in\·estment program tn pursuit of gtO\\lh opportunities that sene-rate rewms equaJ IO or gtnler th~ OUr cost of Clpltll. 

e,;panding our entr~) distribution and transmission busaneurs organically I) \\til as intone\\ gt:O(VIphrc: areas. 

providing Oe\\ >crvices in our current scrv•ce areas, 
expanding our root print in potential srowth markets through su·atcgic acquisinons. 

t'ntering newunrcl!ulau~d energy markets and business lmtslhat will comt>lemcnt our c"isting OJ>tnuing uniu and growth strategy while capitalizing on opponunities across the cner~y value chain, 

and 
dlfTt-renuating1he C'omp1ny as a ruii•Sti"\ICt energy suprlitr partner. provider through a rustomrr-ce:ntric model 

G1Hn our .strong utihty found~tton and the grO\\th that East«n Short- and Penin.suJa Pt~hnt- have culti"'Jted ror the Com pan), \\C \\lit conunue to SH~ out opponumuts h~e Aspire: EnC'flD·, buildmg on our 

existin~ mtdstream capabilitie.! and pursuinl' add1tional midstrc3m a~sets In this regard. we will seek to lt\erage our ptpchne capabilities, skill set.s and assets and be a prererred owner and opc.rator or 

pipeline systems to serve high grO\'t'th mark en within and beyond our c"isting footprint 

Ch<>O~alelltiliries Ccrpcraucn :017 Fcnn IG.K Pagt23 ---------------------------------------------------------
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(abl10.s)f( '"".s.!!l:! 

QV[R\'1[.\\ A1'i0 JIICIII.ICIITS 

,.~ t"' ~~b aact a' !!.a:"'' lntrta.st l.nuta.st 

E2r lh$l'£!f rnd£!1 Ottfnthtr ~·. 2017 1016 (dtcrun) 2016 2015 (d<<rHJ<) 

Opuacin&lncomt: 

Rt~.'llltl<d En<flll s 73,160 69,851 s 3.309 69,851 60,985 8,866 

Unresula~ed En"fll> 12,477 ll,W (1 ,,67) 13,&.14 16,355 (2,511) 

Other buslnnsc~ and thmtnauons 206 401 (195) 401 418 (17) 

Total Optntin~ lnCOIUt s~.&.~J 84,090 1,747 84.090 77.758 6.)38 

Olh<r oneomc (<,JX'M<) (765) (441) (324) (441) 293 (734) 

lnl<r<>l ch&fli<S 12.645 10.639 2,006 10,639 10,006 633 

lnconu• Bdort lnC'Omt Tuu 72,HJ 73,016 (SSl) 73.016 68,045 4,971 

Income ta'Ccs 14,309 28.)41 (14,032) 28,341 26,905 1,436 

Nrt lucomt s 58.114 s 44,675 s 13,449 44,67S 41,140 s l,SlS 

E:.rning.s Jlrr Shatr of Common Stock: 
Ras1c s 3.56 s 2 87 069 $ 2 87 2.73 s 0. 14 

Dilu1<d J.SS s 286 069 s 286 2.72 0. 14 

Ches•JX'•kc Ulilitics Corpora1ion 2017 Form IO·K Page 29 
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2017rompom lro 1016 
Our net ancomc increased by appro•imatdy $13 4 mtllion or SO 69 per share (diluted) an 2017, compared to 2016 Key varian«tancludcd 

Prt· •u Xtl E1tnings 

fllf 0.0..~/t. nup4 f'" 1'-'n """ fntomt fncom£ PtrShan 

Ytatcnded D«<mbcr 31,1016 Rtponed Rt$uht s 73,016 s 44,67> 2.86 

AdJusung (or unuwal Hems 

Fedcralta.• reform ampact 14,299 037 

PESCO - unruhzed \IThiiO>S (>.783) (3,499) (021) 

Impact or '"ndang down or X<too ~rauons and ab$tnce of20161oss 74< 451 003 

Wealhtt am pact ··~ 
:;50 002 

(4.460) 11,601 071 

Increased (Decreased) Gross Margins 

Eight Flagt' CliP plant 4,901 2,965 019 

lmplemcntauon of new bue rates for Eastern Shore• ),693 2,234 014 

PF.SCO- marg1n from operations 3,365 2,036 Oil 

Natural Has growth (cxclud~ng SCr\'ICC t \ pansions) 2,818 1,705 011 

Scrvtce e'pansions• 2,062 1,248 008 

()RII'' 1,902 1,151 007 

ASI)irc Entr~y rate5 and management fees 1.125 680 0.04 

Custo•ner consumpuon (non· wtathcr) 721 436 003 

lmplcmcntatio•1 ofOelnwauc Division seuled rates 83 1 503 003 

Wholesale propane salc.s and marlltns 678 410 003 

Retail propane mat ~tins 645 390 0.02 

Sandpiper SIR ~91 176 001 

2.1,032 13,934 088 

(Increased) Decreased Othtr Oll<'tatin¥ f'.•pen•es 

ll1gh<r payroll c.pen;se (6,487) (3,925) (0 25) 

l-lig.her depteciauon, asset removal and property llx costs due to new capital inves.tmerus (5,120) (3,098) (020) 

El¥ht flt¥5' ~tallftjltxptnscs (2,920) (1,767) (0 II) 

I h¥her benefit and olhtr empiO)ct-rclated e•penses (1,485) (899) (006) 

H•ihe:r I'C'gulatory t'tpe:nses aSSO(•ate:d \\llh rate filings (1,005) (60S) (004) 

Higher tL•<S Olhcr than propett) and ancorne (739) (~47) (003) 

Lcw.crcn:-dtt. colltc:uons & customer SCf\iee: ex~ses SIS 311 002 

LO\\tr oumde sen 1tes and facihue.s maintenance C())tS 417 252 002 

thghCI \thlclt C''ICpC'n.~otS (37~) (~25) (001) 

Haghcr soles and adveruSing ••rcnscs (159) (157) (001) 

(17,455) (10,563) (067) 

Increase an outstandang shares froon the Septttnber ~016 public orfenng (0 16) 

lnlef'C\l thUJCS (2,006) (1,214) (008) 

Change 1n other e'pcn.se (191) (II>) (001) 

Change tn c:tTcc-h\<e t&.IIC rate pnor 10 IA"C reform (500) (003) 

Net other change• 497 306 005 

Year ended Do«mbcr31, 2017 Reponed Results $ 72,433 s 58,124 3.55 

"Su 1he Major 1:•rojrcu and lnilhui\'tS l:tblt. 

Chesapeake Utilllies Corpo101ion 2017 Form 10-K Page 30 
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1016 cum.ptiTt.J tu JOIS 

Our ncl income on<reased by appro .. malely SJ S molhon or $0.14 per sbare (diluled) in 2016, compared 10 lOIS Key vanancesoncluded 

Olt~. t"«~flf"'' JJwrrJ,...., 

Year ended December 31,201 S Reported ReJUIIS 

AdJuSting for unusualuems 
Weather am pan, pnmanly 1n the first quan~ 
Kct H4'" from settlement agretment associated ,..,,th customer billingS) stem 

Increased (Oecrtased) Gross Marg>ns 
Se-r\'ice exp1ns.ioni • 
Eighl Flags' Cfll'' 

GRII" 
Naluralgas grow1h (e.cludong service expansions) 

Lower retail propane margins 
1-HHhcr CU!itomcr cons.umptlon • Other 
Jrnplcmcntntion of Delaware Division new rates• 
J'ESCO 
Xtr(m trading losttes 
Sandp1J)tr ml.'lrgin.s associated with conversions 

Sharp cnerlly·reiMed scrvocos 

Increased Other Oper>11n11 E'penses 
J hghtJ staniny and assoc11tcd costs 
J hKhtr dtpr«llhOn. usetrtmoval and propeR)· ta"< costs due m new capital investments 

lhgher £i11h1 Floss' opcr>llnli<XP<nscs 
H•sJlcr ~nside SCI'\1CC and fac•hry maintenance costs 

1\<t conlnbuuon frum Aspire Enctl!Y 
lncrease1n ouutandonllsh:oru from Sepc<m~r 1016 public offering 

JnttrtSI Chii};CS 

Change on othcr oncome (.-pcnse) 
Change 1n cffecb\'C ta_1( rate 

~el other c;hanges 

Year ended December 3 I, 2016 Reported Rc<uhs 

"'Src I he !'l•jor Projt<"IS and tnlti:uh ts t:tblt, 

Prt--tax 
lncomr 

s 68,04~ 

(3,<95) 

(1,370) 

(4,965) 

7,192 

4,998 

4,044 

2,734 

(2,770) 

1,899 

1,487 

1,043 

(847) 

736 

(Sil) 

20,004 

(4,443) 

(2,952) 

(2,432) 

(974) 

(10,801) 

3,130 

(633) 

(734) 

(1,030) 

73,016 

Page 39 of 120 

s,. E.trninp: 
lncomt Prr Sh.art 

41,140 s 2n 

(2,200) (0 IS) 
(838) (006) 

(3,038) (021) 

4,400 030 

3,058 021 

2,474 0.17 

1,673 0 I I 

( 1,695) (0 I I) 

1,162 0.08 

910 0.06 

638 004 

(5 18) (0.04) 

450 003 

(313) (002) 

12,239 0 83 

(2,718) (0 18) 

(1,806) (0 12) 

(1,488) (0 10) 

(596) (004) 

(6,608) (044) 

1,915 009 

(005) 

(387) (003) 

(449) (0 03) 

530 004 

(667) (006) 

s 44,675 286 

Chesapeake U1ili1ies CorpOr>tion 2017 Fonn IO·K Pag• 31 
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Sli)I\IARV ot· Kt:v fACTORS 

J\JtJjor J>roj«t:. ttnd lnitiutil'f!$ 

The following table SIJnunarizes gross margin for oor major projecu and initiati'oleS rc:<:c:ntly completed and initiatives currrntly undccway, but which will be complt ttd in the fu turt Oross margin renc:<:ts 

operating n~~' tnue leu eost of .sales. e"cluding depreciation. amortization and acc:rttjon (d~fars in lhousand.s) 

Y~uEtulr1l 

De«mlot-r ll, 

1111 ... , 
[,U,ria,M-J•.r Prujec.buill•lliMthf'.: 

ca1•. u.l lnw.~ln)j,'"nl l'!oJc~h .».251 l'J,MI•J 

F.a..Scnl 't-.~c Ra\e-C•'4' l-''l 

~lk-4 Ocl.•art f>J,"Ur~ R •Cox Z.JIS J.IM;1 

ml!(tm; 1-.r'lutcJ Pri)l.'\."tdonjt " 
Tot•l [\.ldiiiJ, M•jnr Projt'rl~ ud loilialhr' -4~.J~' 11,111(, 

;.,."' 't.Jor- Pn.JH:b ••• t•lth•tiH·~ 

c.,,~••··~ ........ PntJK•• 
2011 F..a~t.:rn !Shore S)11tnn hjwrcuon .OJ 

Nur1h"tlll H<lf-...tl E.'l'llfllltoll1 

O&hcr H.• .II ~t..oe hr-.n.,•ll'l-

Tabl Flftf..: ~~r« f'rot«ta anJ .. birtl,« .OJ 

Tolill ~.&.789 Jl\(1\\ 

Varil.-no 

1I•H2 

l.(.i)l 

~·· ... 
n.olO 

"" 

... 
l\,4\) 

1<'<1 

3110(. 

11,.106 

v~llrf!nl:.l••,t 

0t('(-m"uJI, 

14 1U1 

1·1 \()4 17.001 

17.<.vl 

r.,elm~~lr f'or 

z•ar ,.., 

l(CHI 14,1l7 

9_WXJ ?)111(1 

:.ll<> nso 
I i~M us• 

47,(.4') 47.74$ 

9.'1V~ IS.7'rl 

).41'14 (o,Oll 

61$ 1111 

U$l7 u~: 

61.4~ 7Q7U7 

"l~cm Slt~•1• f'11i.,f an Ufll:Ufll~~t.-d "'l!lllcu~o:nl•tv«nwm "1th I he t1 Rt' u11A'\:-.:tnl1t1 l017 I'~Rciii,IIO\ro ilil: ~11kmcn4 ogrtt."tT\CC''Ik' • kUtrarJcr '*"I cttn~;tn• ZS , ZOik lf1e ordcrw•ll 110 \kcn11..,J tin.~IIJI'On 11w npu-llllon o(thcJighl to •chettlll@ on 

f,.'brcb \0, ~Ulll 

J\ltljor Pro)ett~ 11nd lllitim•·,.,.,, Rutntl)' Complet~J 

The following rable summarizes gross margin genenned by our major pi'OJ«:IS and imuarivcs re<:cnrly complete<! (dollar> in rhousands) 

Caribii"Qif!'!!!l Proktbl 

Stnkcr r.,,..,.~r.u...: 

Stl(ltl•ll.'flll cnnlm.:IJI (lldll" arc) 

I.Mf;""-"""llollnt..-acu flkt."•c) 

L-4..,.~,.,.,..., 

To.-.. 1 St-nb [,JN.-.. .. 

f1c,rM .. CRJP 

[.lc .. t f--,.,.c.•' CliP Plut 

T•ul C.,.tA11•,o•_.., Pro)K'b 

Chesa~Lt Urllitits CorponuonZ017 fonn 10-K Page 32 

lCII7 

$ 6 .. ~zz I 

8,1<11 

l.l5 

s u.sn $ 

s U.-'.34 s 
s '""' s 
$ J.l,l..~l I 

Ynr£•4k~ 

Dn:lfmkrJI, 

141111 V•riue!C: 

11."1' $ (~.932. 

I MIS 6.32C• 

- 2lS 

I'U·'I I 1.629 

IIIII I 1,91.11 

.. .,.)'It s .... All 

!'11Jtl9 s S.a)l 

,,.,r. ... 
o~mtwrll, 

liJit. Ziti~ V•rl1111n> 

$ II .ol~.C $ 4.95Z s b.Scll 

I )liS l .>l-IJ (19) 

- -
$ IU<., I 6,7-J& s , .. ,. 
$ II.Sil s 1 S<J8 f .,.. 
s .... i\1~ I - s .. i)•)jt 

s l<J~I'IJ $ 14J!,).l s !!.liS 
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~It 

While Oak A/am/me· bpamu>11 JtroJ4't·l 

In August 2014, Easlcm Shore erlteJcd into I precedent agreemen1 \\llh an electric power generator in Kent County, Odaware, to prM·idc a 20-ycar natural gas transmiSSIOn ror 45,000 DtS1d In July 20l6, 

1hc FERC a~111orizcd Eu1cm Shore lo comtrucland openuellle projec~ "hicb conJiSIJ ofS 4 miltS of 16-tnch ptpelintlooptng and nt\\ cornp«>Sion capabtlll) in Dda"""' Easoem Shore pro'ided inltrim 

scrvicts 10 this automer unul construction was completed and long4 term service commenced in March 2017 Thu service genenttd an addanon~l gross matgin or SSS,OOO dunng tht year endtd 

Deccmbtr Jl, 2017 compared 10 2016 Service provided under lhe 20-year agreemenl gcnera1cd gross margin ofS7 S mtllton during 2017 and is cxpec1ed 10 generare bo1wecn $5.8 million nnd S7.8 million 

annually lhrough 1he rcmainins tc1 m or the ag_ree:meru 

1'f.I1.P llf'gTOdt' 

In M•n:b 2016, Eas1cm Shore cornplcted rmpnl\cmcnrs a1 irs TETLP tn1ercooncc1 facihues 10 incrcue narural gu receoru from TETlP by 53,000 Drs. d. for a toul capac11y of 160,000 Drs d This incrc•std 

capac11y gcnera1ed addllional gross margin of$1 2 milhon in 2017 compared 10 2016 

10 16/:A.,tem SIKH'!! ~)~\lt!m Relwlnhly Project 

In I he second qua"er of2017, Eas1ern Shore eomple1ed consri\Jclion of approxima1ely 10 I miles of lb·rnch pipeline looping and auxiliary faci lilics in New Castle and Kcnl Counlics, Dol aware, and a new 

compreuor a1 111 exisring compressor sration '" Sussc\ Counly, Delaware 10 fi'"h<r enhance lhe rcliabil11y of its sysrcm The 2016 Sysrem Reliabilily Projcc1 was included in Easrcm Shorc's January 2017 

ba~<: n1e case fihng. for "hich a scttlcmenl agrO<menl ""ti filed ""h lhe FERC in Oeccmber 2017 A discusSion ofllle seulcmcn1 asrcomt'nl can be found below under "Regul11ory Proctedtngs •• 

Nc•k Sm)'riKI Rttttlr. Floruk1 PrfNCt.t 
In the founh qutll1cr of2017. rcninsula Pipeline SIIU1cd construction or" 14-mile lfl\n)miS.Sion pipeline in Volusia County, Florida., lh:lt iJHcrconntctS with FGrs pipeline P~ninsula l'llpcltne emercd into. 

20·year agrtement with FPU, which will assist fPU in serving its cum:nt and planned customer gro\\·th We recognized $235,000 of margin from this 4!XJ>ansion during the year ended December 31, 2017, 

and "e ex peel to rtc-ognize gross margin or appro\imatdy Sl 4 million annually Lhereaf'ter 

G/UP 
GRIP is a nallaml ga~ pipe rcpl~~!ccment program approved by the Florida PSC, dcsi~ncd to expedite the replacement or qualifying da~tribution mains find services (any matcriaJ othtr than coated steel or 

pla$:tic) to enhance the reliability and integrity of the Florida natural gas distribution 1ysrems This J)rogram allows recove1y, throus,h rey.ulated rates, or capital and other program-related cost.s, inclusive or a 

retum on investment, usociattd with the replacement of the mains and services Sance the proiram's tnception in AuguSt lOll, "e have in\'Cstcd $113.6 million to replace 247 miles of qualifyini!J 

dtnnbution marn>, tneludins SIO 8 mtllion and S26 0 mrllion during 2017 and 2016, r<tpecm·ely GRIP gcnera1cd addlltonal gross margon ofSI 9 million on 2017 compared to 2016 

EiKitr Fh•R<' CIW Plant 
The Eight Flags CIIJ> planl consisrs of a narural·g••·lired 1urbine and clec1ric and Sltam genera1or in 1\tnclia Island, Flotida. "'hich produces approxima1dy 21 MW of b•j<: load power and 75,000 pound! 

per hour of residual steam In June 2016. Eighl Flags began sellinv llO\ver genera led from the plant to FPU under a 20·year power purchase agreement for disuibUiion to its retail electric cuMomers In July 

2016, Eight fla,gs began selling ~lum, under a scrarate ZO·year contract. to thr industnal customer that o'"'ns the property on whieh the plant as located 

The CHP planltS powcred b) narural gas rransponcd by FPU, 1hrough irs disrnbuuon S)Sietn, and b} Peninsula Ptpchne For 1hc )<:U ended December 31, 2017, Elghl Aags and orher affiliarcs of 

Chcsapeake UultUcs ~;cnetarcd $4 9 moll ion in add•uonal gross marMin as a rcsuh or 1hcsc services The rncrcase for 1he ycar ended Dcccmbcr 31, 2017, includes SS37,000 '"gross matgtn from FPU and 

Penmsu1a l'iJ)Ciinc 

Rttulntory Procr-~tlit•gs 

l-_,tl\t'm' Slror~ R.•t~ Ctut' 
In December ~017, Easrern Shorc filed an uncon1csrcd seulemenl agreemenl for tu January 2017 bose ra1e cue filing ""h 1he FERC rt:RC appro' cd 1he settlcmtnl agrecmcn1 b)• a lct1cr order on Fc:bi\Jary 

28, 2018 The order will be deemed fin•l upon 1he cxpira1ion of 1he rtf~hl 10 rchearin11 on March 30, 2018 Under the lelllls of 1hc seulemenl agreemenl, Eas1cm Shore would recov<r 1hc cosrs of irs 2016 

Sys1cm Reliability Jlrojeet, along with the cost of inveSlntents and expenses associ a led wilh vari0t1~ CXJ)ansion, reliability and safety initiatives Pursuant 'o the sculeme1H agreement, ~!astern Shore would 

record and recognize an inc:rtase an annual base rates of appro"<imately $9 8 million, pnor to any federal tax rdorrn impact Bowever, the settlement agreement prescnh~s the methodolo~y for adjusung these 

n1a u a .-11 of II\ n:form For lhc tweh·c mon1hs ended Dtccmber} I 2017, Easrem Shore rccogni1ed tncrem•nral ~ross margin of •rrroximalcl' Sl 7 million. 
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/JtltttltlWt DI\IJUNI Rlllt! ("mt 
ln DKanber 2016. lh~ Dtla"'art PSC appro\td a senlnnC"nl agreement. which~ among other things, provided for an tncrcu.e: in oor Dda\\art Divis1on revenue: requirtmtnl of appro:timat~ly S2 3 m111ion 
and a rate ofrelurn on common <quol)' of9H pm:onL The""" aulhoriud r;oiC$ wonl onoo efT«:~ on Janull)' I, 2017 For lh< yur end<d lk<:<mber 31,2017, we reeo<d<d ineremen1al gtOSS margin of 
appro"ma1dy $831,000 rclal<d 10 1he ra1e eU< 

J::i<tlrtf.· Umttl•d Pmnttlml( 
In July 2017, FPU lil<d a petobon "'lh lh< Aorida PSC fa< lh< reco-'tf)' ofalimil<d number ofon><slm<niS and assocoat<d costs rda1<d to reliabilil)', sal'<!)' and mockmization imuauves for iu doctnc 
dislnbunon >)slems. u "diu 1he onvC$Imcnland COSIS assocoa1<d "'lh lhe previously til<d FPI. onoerronnect prOJC'<t In lk<:cmb<r 2017,1hc Flondo PSC approv<d FPU's elmric lomoled proc«dongliling 
via a seldemcnlljlr<<m<nt, oncludong 1 Sl 6 milhon annualiz<d rare onerease effecuv·e for mtt<r reads b<19nnong in <arty Januat)· 2018 Ttus oncruse .. til connnu• through lll<a.sllhc la.u bilhng cycle of 
Dec<ml><r 2019 For 1hc )Cit end<d lk<:ember 31, 2017, add11ional margin of S94,000 was genorat<d The setll<rn<nl •11r«n1<nt pr<.cnb<s lh< melhodoiO!,')' for adJusting th• new tales as a result oflhe 
rtc:tnt ta.x rcfonn 

1017 EApllnsion Ptoj.ct 
Thos project will e>pand Eas1crn Shore's lirm set\ ice capacily by 26 p<rctnl, providing 61,162 01,;d ofaddotionallirm natural11as 1ran<ponauon servocc on East<m Sha<e's pipeline sySicm with an additional 
Sl,SOO Dtsld or firm uan.sponauon ~·tee at cenam Eastern Shore receipt facilities pursuant to precedent agrcemrnts entered into wi1h t"<istinl> customers We expect to invest approximately Sl17 0 million 
in thos e•pansion projeCI, which "ill geneme approximately $15.8 million of gross margin in lhe firsl full year ancr the new 1ranspona1ion services go in10 effett. In October 2017, 1hc FERC issu<d a CP 
aulhorizin11 1:.\sl<m Shore 10 conslrutl and OJ>etll< the proposed 2017 Expansion Projecl In December 2017, the TE.TLP in1erconnee1 was plac<d into service In conjunction ";lh this interconnecl goinll in1o 
service, Easletn Shore rte011ni7ed incremenl.\1 gross margin of $433,000, including in1erim services, for 1he year ended December 31, 2017 The remaining segments of the 2017 Expansion Projecl are 
expected 1obe ploc<d in10 service in vorioos phases over 1he second lhrough fourth quaners of2018 

Nurthll't~t Flurillu EVJIIttHinn Project 
Peninsula Pipeline flnd our Flotidll natural yas d1vision are constr'\tcting a pipeline in Escambia Coonty, Flol'ida. th:H will interconnect with the FOT interstate pipeline The project consists of33 miles of 12-
inch tnlnsrnission line from the FGT lntct'COI\nect along with 4 7 miles of 10-inch transmission line that will be Ol>enued by PcninJula l,ipdine and 4 8 miles Qf8·inch lateral distribution lines that will be 
operated by our Floridan:uural ga.s div1sion We have si1tncd agreements to serve two large customers and continue to market 10 other customers close to the facilities The estimated annual gross mar~in 
from thl$ projec1 is $6 0 million. and the project is currently e~peeted to be in service by the end of the second qualter of 2018 We are cu1 rently •n negotiacions with several cus1omers to pro\'ide additional 
Str'\'ICCS that could, 1ffinaliud, necessitate a capacity increase in this expansion project and, therefore, generate additiono~ll)fOSS n'argin 

(P•1fm Bcmc:lr (.'mmty) llrb•ttf~rt. F/mi'lltt Projl'tl 
Penin!toula Piptohne is connructtng 1 pipeline in Palm 8c:tch County, Florida, that will incerconnec;t with F(iTJ papehnc The pi'OJCCt cons1SI.S ofappro,•mately two miles of transmission pipe that will bnn¥ 
gu directly to FPU's d1stnbution system in West Palm Beach Completion of this project is e:~C:pccted by the end of the third quancr of 2018 Ell! mated annual gross mafg:lft associated with the project is 
appro'<itnatCI)' $600.000 

Othu NllfllrUf c,~ (,'ru .. 1h .. l>i\lfUUIIWn Opulltion'f 
Custa<ner wowth for lht Del mat\ a P<nonsula na~ural gas dtslnbulion oporations genorat<d Sl 6 molloon in addouonalwoss mat~on for 1he )<ar end<d Occomber 31, 2017, CO<npar<d 10 lhe ,.m< p<nod on 
2016 The &\<rille number ofresidcnual cu.aa<n<rs on lhe Ddmat\'1 Peninsula increas<d by 3.8 pen:cnlm 2017 com porod 10 2016 

Our Flonda .. turaljl» d"1nbu1ion oporauons gen<ral<d Sl 2 milhon in additional gross mar19n for Lhe )<It end<d lk<:ornber 31,2017, compar<d 10 2016, wtlh apprO'Cimatdy two-lhirds oflhe matl!Jn 
HfOWth genmtcd from commercial and industnal CUSlomtrs and one·third of the margin gro"-m gmcralcd from new rcsidenull cuslomtfs 
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H~cttlter und Cmullmption 
Although 2017'"'-' "armor than the prioe year, coldt'l' temp<ntures in lllc fourth quan.r gcnt'l'ated add1bonal mar111n foe the ~ur ofSHS.OOO Cocnpared to normal, w>rmt'l'-tllan-<>ocmaltemp<nlllrcs in 
2017 reduced ¥fOSS mar8Jn by Sl 0 milhon The follo"'"S table summarizes HDD aA<I COD ,·ananees frocn ll1e 10-)<ITIIt'I'IJtiiOD COD ("Normal") foe 2011,2016 and 2015 

HDD unJ CDD In}."'"""'"' 

for tbc \'urs Ended Otctmbtr Jt, 201 7 2016 Vanan« 2016 

Ot'lmana 

AclualiiDD 3.800 3,979 (179) 3,979 

10-Year Alt'fiK< liDO ('Sonnal") ~.Ji~ 4,4S3 (79) 4,453 

Vananct from Normal (~74) (474) (474) 

,.lorida 

AclualliDD ~JJ 672 (139) 612 

10-Year A1en1gc liDO ("Nonnal") 818 828 (10) 828 

Variance from Nom\Al (285) (156) (156) 

Ohio 

A«ualiiDD 5.126 5,529 (403) 5,529 

10-Yur Ave,..ge li DI) ('Normnl') 5,914 5,918 (4) 5,918 

Vanancc Crorn Normal (788) (389) (389) 

fo .. lorid:l 

Actual COD 3,013 3,152 (139) 3, 152 

10-Year Average COD ("Normal") 2.865 2,820 H 2,820 

Variance from Normal 148 332 332 

'JOJ0(tlf0.1" ~puent.:dfromAplll. 201Stlul,~ ().~~nftt ll.ZOI' ~~f\1.:~ Aocru~l·nr..-r'\ -.t~N,•p;••t~<••~;tO Ami I. !ul$ 

2015 

4,363 

4,496 

(133) 

569 
859 

(290) 

2,404 

2,903 

(499) 

3,338 
2,760 

578 

\':u-itnt~ 

(384) 

(43) 

103 

(31) 

NIA "' 

N/A '•' 

(186) 

60 

Proptmt Rn11fl.l 
Our flonda and Delmarva Ptmnsub propane disuibuuon operations continue to pursue a mulu-prong~ growth stratt¥Y· \\-htch tncludes tJtgeunJ retail and "holesalt customer grcw.th in exis:unM; markets. 
both Oflf,IDU;ally IS ~c:llu throu~h •cqutstttons. tncrcmC'nt.al gro\\-1h from rec~t and planned start-up$ in new marl cu. lar~tun.-s nc'" community ps systems in high ~rO'A1h areas. further build-out of our 
propane vehicular platform through AutoGas futhng stations. and optimi:zation of our suppl)' ponrolio to ltentratc mcremcntal marg1n opponuntues Ch·er the \tats, we have focused on meetsng customer 
en~gy demand. and "-C ha\t crc~ttd a ponfol10 or ofTwngs regardless or "'1\echer the customer is sened ""a P'pehnc or throut,;h an sndt-.tdual Wtl AutoGas is our most recent offenng that m«ts 
customm' ur)'ing demands 

These op<nbons venera"'d $2 8 molhon in oneremcnlal mar111n foe lll• year •nded D«<mbcr 31, 2017, ccmpared 10 2016 In addmon, sucee,sful marl.cung iniball,es led 10 increased 1olum•• sold and 
rnenuc~ from KI'\'IC:C coruracu Suprl> manascmmt initiau,-~ tndudt.ng fa,·orable hedg~ng of propm~ purc;hl.SC). ha\e facihtated lmptO\C"ment in rt:WI propant ma.rgtn.s as "ell a.s oppOrtUntUt"S 10 

generate incremental marlPn from "'holc.s.ale sa.tu 
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The following tables summarize gross margin ror our propane distribution operations for the year ended December 3l, 2017 

for the Yrar Ended 

Growth in ,vholesalc propane margins and sales 
Higher retail propane margins per gsJion 
Increased customer consumption driven by growth and other factors 

Higher ser'\lice contract revenue 
Addi1ional grow1h in Au1oGas 
Additional eustol'ner consumption ~ weather 

01her 

PES CO 

Page 44 of 120 

Gross .Margin lnc.rett.sr 

678 
64S 

651 

248 

171 

122 

279 
2,800 

PESCO markets and sells natural gas to wholesale, industrial and commercial customers and mana,g.::s natural gas storage and transponatlon assets in several market areas. PESCO also provides management 
of storage and transportation assets for natural gas producers and regulated utiliti~s. These managcmcn1 transactions typically involve the release of storage andloc transportation capacity in combination with 
an obligation 10 purchase and/or deliver natural gas In April 2017. PESCO entered into J-yeac asset managemem agreements with our Delmarva Peninsula nawraJ gas distribution operations whereby 
PESCO manages a ponion or their natural gas transp011ation and storage capacity 

In conjunction with the active management of these contractS, PESCO generates financial 1nargin by identifying marke.t opportunicies and simultaneously entering into natural gas purchase/sate, storage or 
Lnl.nsportation contracts and/or financial derivatives contrac-ts. The financial derh·a1ivcs contracts consist primarily of exchange-traded fut~trcs that are used to manage volatility in natural gas market prices. 
Vola1ili1y in PESCO's recorded gross margin and operating income can occur over periods of time due to changes in the value of financial derivatives contracts prior to 1he time of the seulement of the 
financial derivatives and the pun::has.e or sale of 1he underlying physical commodity Derivatives accounting has no impact on economic ga.ins or losses of the purchase or sale contracts PESCO's resuhs 
may a1so fluctuate based on the actual demand of its customers relative to its initial cstimales of their demand, and PESCO's ability to manage its supply ponfolio, considering weather and other factors.. 
including pipdine constraints. 

rn the founh quartet of 20 l7, PESCO executed financial derivatives contracts co lock in margin assc.x::iated with a specified quantity of naturaJ gas to be delivered in the first quaner of 2018 As regional 
na1ural gas prices rose during the founh quarter of2017, the financial derivalivcs contracts were valued ba$ed on MTM accounting, and an unrealized loss w.u: recorded. Upon their seltlemcnt during the first 
quaner of 20 I 8, these derivalives contracts will be matched against the physical i;OOlt'aCIS with the margin realized at that time 

For the year ended December 31. 2017, PCSCO's gross margin dt-ereased by $2 4 million, which represents the impact of the SS.S million unrealized MTM loss related to fmanciaJ derivatives contracts !hat 
were valued at the end of the year. offstt by S3 4 million from: (a) additional gross margin genera led primarily from natural gas s.ates to end users within one Columbia Gas of Ohio customer pool under a 
supplier agreement, which expired on ?>.·larch 31, 2017; and (b) increased margin from commercial and industrial cus1omcrs St:rved in Florida 

PESCO utilizes hedge accounth1g to better match the ht-dged items and the rela1ed hedging instmments when appropriate and we utilize MTM accounting in those situatiOI1$ '"'here hedge accounting is not 
appropriate. Jn 2018, we will be adopting ASU 2011-12, Targrf~(//mpruw:meuts 10 Accountmgjor Ht<lgiug AcuviUe3·, the updated hedge accoun1ing standard, which we expect will reduce 1he MTM 
vola1ility in PESCO's rcsu1ts due to better alignment of risk n1anagement activities and financial reporting, risk component hedging and certain other simplificarions of hedge accounting b'l.tidanc::e. PESCO's 
resuhs for the year ended December 31, 2017. adjusted for the unrealized MTM loss, vlere as follows: 
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For the Yur<nded Otettnbt r Jl , 2017 

(1n th~.tomls) 

AJ Reponed 

Unrealiud ~mtloss 

Adju.sttd tot:a1s f ' tludinc unrtlliztd ~rT~I Ioss 

Xtron 

s 

s 

Gross Margin 

2,211 

5,781 

7,99$ 

s 

s 
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OfJtr:uing Income 

(J,I~7) 

5,783 

2,636 

As disclosed previoosly, Xeron's op<rations w<re wound down durin11 ~,.second quarter of2017 Operating income for the quarter and year ended December 31, 2017, improved by S8S4,000 and $880,000, 

respectively, due to the absence of the trading losses expetienecd in 2016 As pan of the wind·down, we incurred non-recurring employee severance costs and other costs associated with the tcmunM10n of 

ltased office space in llouston, Texas during 20J7 These ~-.;pcnses were recorded in other (expense) income, net We do not anticipate incurTing any additional costs that will have a material itnJ)act 

associattd with winding down Xcron's operations 

Po~irioning tltt! CDJt'(Jlln)'fitr Furur~ G'ruu·rlt 

R.:M.mn-e Alloci.J/JtNI 

To support and continue our growth. "e hne expanded. and \'-111 contJnue to txpand. our rtsourcts and capabilities. Eastern Shore cont1nutS to signifiandy npand Hs transmission system. and has thut:fore 

on<:reased iu sl<lffing Gro,.1h in non-regulated <nergy businesses, indudong Aspire Energy, PESCO and Eog)u Flags, requires aJdmonal stofT as well as corponte resour<:es to support the increu<d levtl or 

business operations finally, to allow us to continue to idenufy and movt gr0\41h initiativts forv.·ard and to mana_ge lhtir inteHrauon into Chesapeake Utilities' growin8 portfolio. resources ha\e been 1ddtd an 

our corporate shared scrvoces departments In the twelve months ended December 31, 2017, our staffing and associated costs increased by S8.0 million, 0< 10 4 percen~ compared to the same p<riod 1n 2016 

We have reques1ed recovery of most of Eastern Shore's incre3sed statling costs in its 2017 r111c ca11e fil ing, for which we have filed an uncontested stulemcnt alJreement with the FERC We ftre prudently 

managing the pace and mau.nitude of the investments bein!& made, while ensuring that we al>prOilrintely expand our human resources and systems capabilities co mAnlijC current growth and to identiCy and 

capitalize on future gro,,1h OPI,ortunitics In support of these goal$, we continue to pursue investments that typicaJiy are ~arninl)S accretive within the Urst twelve months 

Nuancmg 11~ GriM t/1 

Our target ratio of equll) to cot~ capnahzatioo, mcluding shon·term borrm'ings, 1s bct\\ecn SO and 60 percent This tar~tt eapeta1 ~tructure eruurtS ahat , .. e mamtain 1 Strong balanct sh«:t to suppon 

eoounued W""'h Q\ <r the last sc,cnJ yurs, "e ha\C depiO) <d oncrused amoun1s of capotal on new projects, many of "hoeh ha-< lon~cr consuutlion p<nods We see I. to ahgn the permanent financing or 

thcK capt tal project), \\llh the &n,.KI"\ice dates to the exte-nt fu,able 

AceO<dingly, we have uti hoed oncreasing amounts of shon-oerm debt to fund these prt>J<cls In September 2016. shomy after the eompletoon of Eight Flags' CliP plant ""d SC\e.-.1 other kt) gro"1lo prqecu, 

\\t compleled a SS9 8 m1llion pubhc offering or our common stock, wh1ch increased our ouutand1ny common stock by 900,488 shares The higher number or shares outstandmg rtduced t2m1ngs ptr sharC' 

by approxima1ely SO 16 per •hare for thetwelve monthsended Oeceonber 31. 2017 

As several large projects were complclcd in 2017. we refinanced $70 0 minion or shon-tcrm debt as 3 25 ~lCrcC'nt senior nOIC$ The refinancing resulted in increased interest expense ofS I 6 million or SO 00 

per share; however, we locked in a very low interest rate ror lS years We also recently C'\C'Cutcd the NYL Shelf Agreement, pul'$u3nt to which we ""ill issue NV I. Shelf Notes in two tranches in 2018 a1 an 

ave-rage intere-st nue of 3 ~3·~ for 20 )tars We expect 10 t3l..e advanua.ge of additional available permane-nt capital to optimbe lon~·u::m1 interest costs, ensure adequate and competitive funding for new 

Investments and mamtain a solid balance sheet to suppon funne capllaJ deployment 
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l 1hls o( (, rntg;ta. 

lnc.run Incrust 

t'"or thr Yur •: ndrd DMtmbf'r 31. 

jmt)H'IH·tlfi(/J) 

1017 2016 (dtcrust) 201 6 2015 {decrtaJt) 

Revtnue 
Cost of sales 

Gross ma.r¥in 
Opc:rauons &. ma1ntenance 

Gam from a settlement 

Depreciation & amortization 

Other~«• 

Optraun11 npc:n>CS 

Optraling Income 

1017 compflrtil ret 10/6 

s 

s 

326,310 

I 18.769 

207,541 

92,355 

( 130) 

28,554 

13,602 

134J81 

73.160 

305,689 20,621 

109,609 9,160 

196,080 11,461 

88,098 4,257 

(130) 

2~.677 2,877 

12.<84 1,018 

126.229 8,152 

s 69,8SI 3.309 

s 305,689 s 301,902 3,787 

109,609 122.814 (13,205) 

196,080 179,088 16,992 

88,098 83,616 4,482 

(130) (1,497) 1,367 

2~.677 24,195 1,482 

12.<84 II 789 79~ 

126.229 118,103 8,126 

s 6'1,851 s 60.985 s 8,866 

Operatmy 1nco1ne for the Rcguhued Energy segment (or 2017 was $73 2 million, an ine:rease or $3 3 million, Of' 4 7 ptrc:ent.. compared 10 2016 The increa.sed optraung income was due 10 an mcrease in 

llfOSS "'"'II'" of$11 5 million, offset by hir>hcr opcraun11 <'P<nses ofS8.2 million 

(;rOH' MaYL'III 

hems eontJibuting 10 the period·O\rer·period gross nlarMin increase: are listed in the following table · 

Gross margtn for the twelve months ended Otcember 31,2016 

flctors contribuung to the gross margin inc-ruse for the l\~oel\'c months endt'd December :H. ~017 

lmplemcn~uon of &Siem Shore rate> 

Narural gas growth (c ... duding sel'\ice C'Cpansionl) 

Str'\'1C:e e--<pan.sioo.s 

AdJuzon:oJ margtn from GRIP '" florida 
lmplemen1au0t1 of Dda\\'afe Oivi,ion rates 

Se,..,.ice to Eil!)lt Flags 

Other 
Gross margin for 1he twelve month$ ended Oecember 31. 2017 

The: follm\ing is a narrative discussion of the significant ilcms in the fol'cgoing table, which we bc:licve is necessary 10 understand the information di\closed in the: table 

lmplt•lfu•ntmum of ,.:tntt'r/1 Shore Ratt•\ 

196,080 

3,69) 

2,818 

2.062 

1,902 

SJI 

537 

(382) 

s 207.~4 1 

Eastem Shore generated additional gross marwn of $3 7 m111ion from implementation of new ba~ 111tu as 1 result of its nne case filing See Noh• IS, /luft'' tmJ Other Rt•gulamry A<'IH'ttlt'.\, to the 

consolidated financiaJ statements for additional details 

.\'al;,m/ (~ Grl.* th (t;xcludmi! S<n·1u f;xpm1.\~t1m) 

lncrcasN gros.s margin ofS2 8 mtllion from growd'- (c).cltJdtngsenic:e expansions) "IS gentnttd pnmanly from 

$16 millton from a 3 S percent 1ncrcase tn the a'mgc numbe.r of re.sidnttial cu.stomcD stt'\cd b) the De:lmanra Peninsula natural ga.s dtsu1bution ~rations. as "A't:ll as growth in the number or 

commercial and industrial CU$tomcrs sen·ed. and 

$1 2 million from our Florida natural gas dntnbubon operations' customer growth. with appro\lmttcly two-thirds of 1he marg;n growth ~tntratcd from commcrc:iaJ and industrial customtrs and 

one .. third or the margin grov.r1h generated from new residential customers 

Sa\'Kt' f~-.:JH.nuu)m· 

We Mencrated additional gross margin ofS2 I million from natural gas seiViee expansions from the follov.·ing 
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Sl.2 million from natural Kas sendee expansions related to shon~term linn service that commenced in March 2016. following cenain measurement and related improvements to Eastern Shore's 
interconnect with TETLP~ which inc-reased Eastern Shore's natural gas receiJH capacity from TETLP: 

$433,000 from Eastern Shore's new interim services provided to industrial a.1stomcrs in Delaware as a resuh of a portion of Eastern Shore's 2017 Expansion Project being placed in setvice in 
December 20 17; 

S29S,OOO from Eastern Shore's incre~se: in rates for a long-tel'm finn service to an industrial customer in New Castle County, Delaware; and 

$235,000 generated by I>eninsula Pipeline from the New Smyrna Bea.ch Expansion Project 

Acldllum<,J Rew."llllt from GRJP m Fl()f'itkl 

Increased investment in GRIP generated addi1ional gross margin ofS I 9 million in 2017 compared to 2016. 

Jmpletm:maflou of Dch.ni·twe Dn'l.'il011 Rmt:.\' 

Our Delaware Division generated additional gross margin of $831.000 as a resuh of ils rate case sculement See Nut;: 18, Ra1es tmd 01her Regulatory Actb'lllcs. to lhe consolidated li naneial statements for 
additional details. 

Sfr,·ice to Eight f1llgs 

We generated additional gross mal'!in of$537,000 in 2017, compared to 2016, from new natural gas transmission and disuibution services provided by our aftiliatcs to Eight Flags' CHP plant 

Oll~er OueratJng F .. '<Ot'll.'\(/,\ 

Other operatin~ expenses increased by $8.2 million The significant componcnrs of the increase in 01her operati n~ expenses included 
S4 1 million in higher depredation, asset removal and prop~ny tax costs assochned with recent capital investments: 
$3.6 million in higher payroll expenses for additional personnel to suppon growth; and 
$1.0 million in increased regulatory expenses. due primarily to costs associated with eastern Shore's rate case filing in 2017~ partially ofTs.et by 
$529,000 in lower credit, collection and customer services expenses 

1016 compurctl t11 l fiiS 

OpetatinM income for the Regulated Energy segment for 2016 was S69.9 million. an increase ofSS 9 million. or 14.5 percent_ compared to 2015. The itlCreased oper.uing income was due primarily to an 
increase in gross margin ofSI7,0 million partially offset by an $8 I million increase in other OJlCr3tin,g expe-nses to support growth. 

Gm ... s A1argin 

hems contributing to the period-over-period gross margin increase are listed in the following table. 

t m lh<Nt.rcut..lrl 

Gross margin for the year ended December 31, 2015 
Factors contributing to the gross margin increase for the year ended December 31, 2016 

Service expansions 
Additional revenue from GR IP in Florida 
Natural gas gtOwlh (excluding service expansions) 
Jmplemenlation of Delaware Division rates 
Service to Eight Flags 

Sandpiper SIR 
Decreased customer consumption a weather 

Od>er 

Gross maq;.in for the year ended December 31. 2016 

s 179,088 

7,192 
4,044 

2,734 

1,487 

1,369 

736 

(282) 
(288) 

1%,080 
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The follo"1ng 1s a narrath·e discuss•on of the Mgfltfic&nt items in the foregoing table, which "t bdieo. tis necessary to under~tand the mformauon disclosed m the table 

lncre.1sed grou mara&-an from narura.l gas SCI'VI« expansions was general~ primaril)" from the foiiO\\lng 

SS 4 mol loon asSO(Il1td wi1h ><"•« 10 an elcelric power genera10r in Km1 Counl)', Delaware, r<pre<enung S6 8 molloon from 1he 5hor1-1erm OPT Semce thai eommcnctd in D«<mber 201 S, \\hoeh 
wa5 offset by a Sl 4 molhon decrease on gross margon from the conclusion of !he in1errupuble Kf'iet Easum Shore p<O\·oded 10 lhos CU>1omcron 201S 
Sl 4 million from shorHerm firm kf'Vt« that com~nccd in March 2016, follO\\ing cenain me~remen1 and r-dattd amprO\emrnts to Eutem Shore's interconnect \\ltb TETI..P that 1ncrn.Kd 

Eu1em Shtn·s no1u"l ps recap1 capacny from TETLP by Sl,OOO Dis. d. for a lObi capocicy of 160.000 Dud, and 
$719,000 from natural ¥11 tran.smi.ss•on scrv•ec:. "'h1eh \\IS pan of the m1jor ~paru..ion iniuath·e 1n Polio. Count)'. Flonda 
The foregOing avm marwn tncrcases \\Crt' offset b) a gross margin dccrNSe ol$243,000 resulting from a rcducuon 1n Eastem Short's rates for aloog·ttrm firm set'\' ice to an industnal rustomtr in 

New Cude Coun1y, Dela"ar• 

AtiJJIItHicll Rt•'(nttejrQm (iH./1~ m l-lomk1 

GRIP inve.wnencs during2016 and 201S by our f lorida natural ~as distribution operations generated $4 0 million'" add1t1onal ~ron ma1g1n 

Nowml Ciu-' Clrtm th {l:Ytlm.Jm,: "''"''" 4!XJkm\ums) 

Increased gross margsn from other growth m natural gas (excluding service expansions) was generated primarily from 

S I .5 million fro1n a J 6 percent 1ncrease in the average number of residential customers served b)' the Oclmarvr. l'eninsulfl nAtural gas distnbution operations. as well as growth in the number of 

commcrci:.l and industrial custmners. and 

$1 2 million from Florida natural ~u distribution operations· customer growth, due primarily to new services 10 commercial and industrial customers 

Our Delaware DIViSum gtnera1<d adduJOnal gross margon of SI.S mollion from 1he implemen1ation or raaes as a rcsuh or ilS bast "" fihng, for 1he year ended December 31, 2016 Su No1e 18, 1/itrr•; '"'" 

Oth(•r Rt•gultUOJ')' ALIII'Iftr'. to the consolidated financial statements for additional details 

Ser"'"" to I~'J:III l·k'X\' 

We generated addlttOnal gross martun o($1 4 million from new n•tural gas transmission and distribuuon services prov1ded to Eight f'l~s· Cl JJl plant, commencing in June l016 

Sa1tdp1p<!r SIR 

Sandpop<r gcne"1<d oddouonal ~ross margon of 5736,000 from higher margins associa1<d wolh the continued C<ln'<r>oon of us dos1nbuuon sp1em foom propane 10 nawral gas 

Ot'lt'rulmf! lifl?c'IHs'\ 

Opcnung t"ptnses 1ncrtu.ed by SS I m1lhon The significant components of the in-crease in operating ~ptnsa anduded 

SJ 6 mol loon on hosh« Slaffingand l5SOCil1<d eosas for additional ~nd 10 suppon growth. 

Sl6 million an hi~CT dcprtc:iauon, uset rem0\.·&1 and ptopett)' ll..~ costs assoc:iatrd "'lh recent c:apataltn,estmnns to suppon tp"Owth and $)-stem lftlt'glll), •nd 

$1 4 millton due 10 lht absence of a St S m1lhon. ga.an from a customer billing S)sttm sc:ulemmt1n 20lS 
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'l able llf Ci."nh::nb 

UNRtGULATtD [N~RGY 

lncreasr 

For-lhr Yt.ar f.ndtd Dtctrnhrr 31. 

(lni/KMI$t.trtrbJ 

2017 2016 (dtcruse) 2016 2015 

Incrust 

(drcrtast) 

Revenue 

Cost of sales 
Gross margin 

Operations & maintenance 

Ocprecia1ion & amonitation 

Other ta.,es 
Operating expenses 

Operating Income 

2fll 7 Compure11to 2016 

s 

s 

324,595 $ 203,778 

252,023 138,816 

72.572 64,962 

48,730 42,659 

7,954 6,386 

3,411 2,073 

60.o95 51,1 18 

12,477 13,844 

120.817 s 
113,207 

7.610 

6,071 

1,568 

1,338 

8,977 

s (1,367) s 

203,778 s 
138,816 

64,962 

42,659 

6,386 

2,073 

51, 11 8 

13,844 s 

162,108 s 41,670 

101,791 37,025 

60,3 17 4,645 

36,536 6,123 

5,679 707 

1,747 326 

43,962 7,156 

16,355 ;;s ____ (_2 •• SI
8
1);. 

Operating income for the Unregulated Energy segment for 2017 was $12.S million, a decrease of $1.4 million compared to 2016. The decreased operating income was due to an increase in gross margin of 
$1 6 million, which was ofl"set by 3Jl increase of $9.0 million in operating expenses. Gross marttin and openuing income. ex-cluding the impZ~Ct or the unrealized MTM loss on energy·relalcd dcrivalives, 
grew by SIJ.4 million, or 20 6J>erc<nt, and S4.4 million, or 31 .9 percent, respectively, during 2017 compared to 2016. 

Grm:.f Afar giu 

flems contributing to the periodo()ver·period increase in gross margin arc listed in 1he followlng table. 

(in thou:.'wNls) 

Gross margin for the year ended December 31, 2016 

Factors conuibuting to the gross margin increase Cor the year ended December 31. 2011 

PES CO • unrealized MTM loss 

Eight Flags' CHI' plant 

PESCO • margin from operations 

Customer consumption - weathc.r and other 
Pricing amendments to Aspire Energy's long-term agreements 

Higher wholesale propane sales and margins 
Wind-down ofXcron operatjons 
Improved retail propane margins 

Other 

Gross margin forthe year ended December 31, 2017 

The following is a nar~tivediscussion of the significant items in the foregoing table, which we believe is necessary to understand tbc infom1atioo disclosed in the table. 

E1ght/o'lag., 

Eight Flags' CHP plant generated $4.4 million in additional gross margin in 2017 during its first full year of operations 

Nawraf (ja_.. /11ark~ting * t>ESCO 

PES CO's gtoss margin decreased by S2.4 million duo primarily to 
S5.8 million in the unrealized MTM loss related to PESCO's financial derivatives contracu that were valued al the end of the year: ofiSet by 

64,962 

(5,783) 

4,365 

J,3()~ 

2,144 

1,125 

678 

658 
645 

4 13 

s 72.572 

$34 million in additional gross margin generated ~~rimarily from: (a) providing natural gas to end users within one customer pool pursuant to a M1pplier agreement with Columbia Gas of Ohio. 
which e.xpired on March 31.2017, and (b) an Increase in eommercial and industrial customers served in Florida. 
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Gross m•IJIIn oncroa«<l by Sl I million due 10 hoglle< sale$ of propane for our prop;u~e dutnbuuoos OJlC"Uons, ontroased demand for propano on Florida duo to "nthor <OOdition> during the third quart« of 
2017 and oncreased dolo• ones by Aspore Energy On the tXt marva Peninsula and in Ohio, signofieandy colder temperaturos on the Iauer half of Decemb« dnwe incrnsed custom« demand 

Pnaug Amtlllklk'llb UIAyNr_. fJ~rK) \ l.tHtJ.,""'Ttrm AgrttMenb. 

An oncrease in ¥tOSs margm of$1 I molhon due to fa•orable pricing amendm<niSIO sennllong·tum Ale$ agroernents 

Gros.s margm 1ncu~ by $678,000, due primarily to increased "olumes and favorable supply man.agement aClJ\'Itles for the Ddmana Pemnsula propAne distribution operations. as \\"'C:ll as lugher 
throughput margons in Flonda Gr0\,1h of the \\hOie$tle busine<S is a component of our propane groMh soralqQ 

WmJ~ n of.'<~ron ("J'I'C'IUIIQIU 

The absence of the prior year operating loss from Xeron onereased gooss margin by $658,000. 

Retail ProJH.ll~ Alllfl:lli\ 

Gross mal'};ln me:rcased by S64S,OOO, due primarily to fnorable supply management activities and mll~el <;ondilions 

Odu.•r O ocr!lfiiiJ! fiVIK'It\t' ' 

Other ope1 ating C'tpenscl increased by $9 0 million The significant components of the increase in other operating expenses •ncludcd 
S2 9 million in hogher 01"'ra1inij expenses by Eight Flags' CHP plant in suppOn of the margin generated, 
$2 9 million In higher payroll eosl! for additional penonnelto suppOn growth, 
Sl 0 million in hiiJhCr depreciation expti\Ke, of which $476,000 relates to lower depredation recorded in 2016 35 n result of the fin Ill aecountin~ for the acquisition of Aspire Energy. 
Sl 0 million in hisherbenefits and eonployee-relatcd costs in 2017, and 
$594,000 on hoghcr ta•es, other oh•n property and income taxes 

l0/6 L'muJmrttllfJ 1111$ 

Optratms income for the Unre~ulated EnefHY ngment ror 2016 v.: as SIJ S million, a decrease of$2 S mtllion, cornpared to 2014i The decrease primlrtl)· l'eflected the impact of wanner we.ather, a return to 
more nOtmtl retail margans '"the propane bu.smhs and an opetatlng loss generated by Xcroo Gross maraPn contnbuuons in 2016 from A.sp1re E-ne•gy. Ei¥ht fla.~s and PESCO. offset most of the impact 
The O'trall incrta.se in pos~ mar.,Pn of$4 6 million, wa.s more than off~t by an iocrtase in otheroperaung expen~ts orS7 2 m1lhon 

Grm\Alnrym 

, ,....,,..hJ 
Gross marjpn for the year <ndcd December 31 , 2015 
Fa<tors eontnbuung lOth< JIIOSS marSJn oncrease for lh<)<arended Decemb« 31. 2016 

Aspore En«l;Y 
E>»ht Flail'' CUP plant 
Decre15cd r<taol propane margJfts 
D«rta.std CU\tomcr cons;umpuon · wt-athtr and cxher 
l'atural gas maol<uns. Prsco 
LO\\Cr marv•ns ror Xtron 

Decre:.ued ""hol~ale propane mar»:ins 

Other 

Gross margon forthe year end<d l:>ecember 3 I, 2016 

Chesapukc Uulities COf'J>Oration 2017 Fonn IO·K 1'•11• 42 

60,)17 

5,9•17 
3,629 

(2 710) 

(1,414) 
1.043 
(847} 
(279) 

(66-1) 

64,962 
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Aiptre En<'!!} gmerat<d SS 9 mtlhon in addtllonalllfOSS matgin in 1016, of\\hich $4 2 million was realiled 1n tl1< fiNt quaner of2016, due to the faet that 201S included only nine months ofresulu Aiptre 
Encfg) became a \\holl)·-owned SOJbStdtary of ChesapeaLe lltililt<S on Apnl I, 201S Pricing amendments 10 lon1·tcrm IU sales al'ccments add•uonal management fees and higher •olum.s ddl\ered 10 
Columbia Gu of Oluo and CCC contnbuted Sl 7 mtllion oftllis mcreuc 

&g/11 1-l<w\ Clll' '''"''' 

Eight Flags' CHP plan~ "h•ch commenced openuions tn June 2016. generated SJ 6 million tn gross marg1n from tile sale of Sltam and electnctty generated by the plant dunng 2016. compared 10 no margin 
.n 201S 

IHcna..\i!J /WIOJI/1ropmw Alaf1tltl\ 

t..owtr rttail propane margms fOf our Delmaf\·a Pe!:nins:ula and Florida propane dissnbution 0perauons decreased gross marvin by S2 8 million 1n 2016. of \\h1ch S2 4 million is associated "ith the largt:r 
Delmarva Pent Mula propane diStribution operatiOJ\. as retail margins per gallon returned to more norma11t\·tls The decline tn marg1n was dri\'en pnncip.ally by lower propane prius and local market 
condiuons The ltH•Is or ret11l margins ~r gallon gentt-ated during 20 IS were noc txptettd to be sus1a.1ned O\'Cr the long term Acc.ordinsJy, "e continue to assume more normal levels or margins in our 
long-tenn financial plans :111d fQ(ec.tm 

Gross marg~n decreased by Sl 4 m111ion as a result of lower sales due to wanner wca1hcr in 2016 compared to 201 S In addition. the tower salts were expected as more customers in Oeeao City. Maryland, 
and surroundm¥ areas were convent<! from propane 10 natural gas 

Nmurt1l GmJ\Ittrkeling .. PRS< 'V 

Gross margin gcncnued by PllSCO was $4.6 million in 2016, compare<! to $3.6 million in 201S Favorable results in 2016 rrom lncrused customer contracts in Florid• and on the Delmarva Peninsula were 
offset by a $1 5 million loss associated with the SCO supplier agreement, where revenue from transported volumes wa.s insufficient to eover PI!SCO's lixcd storage and pipeline fees, given the StasonaHty of 
volumes as well as warmer ternpeuture~ Undtr the contract, PESCO paid fixed stOrage and pipeline fees over tht entire twclvc·mOnth period. ahhough the volumts were highest in the first quarter of2017, 
followed by the foutth quurter or2016 (contract period of April!, 2016 · March Jl, 2017) 

Gross m>f!;tn 11encrated by Xeron \\OJ ($~46,000) in 2016 compared to SJO 1,000 in 2015 Gross mar~in ""' impacte<l by unf.vorable crude 011 and propane rutures trading 

OtK•rrttmr},<tt"!fl"'' 

Opcratin,w: C"(pt:riStS incrc:md by $7 2 m1ll10n The significant compOnents of the increase in operabng cxpens,e, •ncluded 

$2 S m1llion •n orcraun.w e~pc:nsc:1 incuncd b)· Asptre Energy, v.ilh Sl 6 million rc:prescnhng txpmscl mcurrcd tn the fi"t quarter()( 2016, ccwnpvcd to uro in the first qu.utcr- of 201S. \\hen 

Asp•rc F.ncr8)''s opuatiOM had noc )·et commt"need. 

$2 4 mtllton tncurred b) ftght Flags· CliP plan~ whtch commmced operations tn June 2016, 

SS 17.000 tn htghcr staffin;& and addtltonal com foe addttiooal persoond to suppon lfO"'Ih. and 

$683,000 1n h11{htr C.US1de set' ices cosu: associated prim2nly with grov.th and ongoing c:omplian.ct achvlhtl 
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0Tli£R I\C0\1£ (f.XPI:Mt) 
Olher 1ncome (up<nsc) for 2017, 2016, 111d 2015 wu S(76S,OOO). $(441,000) and $293.000, resp<etl\dy. "h1ch 1ncludes com 1netJrred in "1nd1nll down Xcron, non-operating inveslmcnl income, in1ues1 
1ncomc,la1e fees charved to customers and gams or losses from the sale of asSCIS foc our unregulated buSinesses 

1017 Cotti(Hlr<tl to 10/6 
In teres! charvcs for 2017 mcruscd by appro,imatdy S2 0 millioo, or 18 9 p<n:cn~ compared to 2016 The mere••• IS aunbu11blc 10111 10crcase of Sl 3 million in in tereS! on h•llh« short-term borr...-ings 
and an 1ncteasc of Sl 0 mllhon 1n 1n1t<U1 on long·l<rm deb~ largd)' os a rcsul1 of the issuance of the Prudcnual Shelf Notes •n Apnl 2017 The remaining balance IS interest e<p<nsc rcla~ed to customer 
dcpo>1U 

1016 Ct"''I'""J to 10 IS 
lntere)t charges for 2016 incrascd by appro'Oimttely $633,000, or 6 3 percent. compared to 201 S The tncrease is annbutable to an tncrtlse of Sl 3 million in interest expense from hightr shon ... term 
borrOWings, ofT SCI by I decrease of $469,000 In long~tenn ante rest charges due to principal repaymentS Of OUIIonl'·ttnn dd>t The remain1ng balance is inttrtSI exptnse rtlate:d to CUStomer depositS 

1017C<mqlllmlto 10/ 6 
Income 1ax txpense was $14 3 milhon for 2017, compared 10 S2B.3 million in 1016 The decrease was due primarily 10 lhe revaluation of deferred 11x •ssciS and liabililies from our unre¥ulated bus•nesses as 
a rdUh of the implementation of the TCJA, which decrc.ascd our deferred income tax e:<pense by $14 l rmllion fl:r<cluding the impac:1 of ahe implementation of a he TCJA, our effective tax rate was 39 5 
perccnl in 2017, comp•rcd 10 38 8 poreenl in 2016 Our expected e!feclive lax nne for 2018 is •pproximalely 27 .5 percenl 

1/J/6 Compuw /tull/15 
Income ta.x expense was $28 3 million for 2016, compared 10 S26_9 million in 2015 The increa!ie was due primarily to higher taxtlble income. Our ~fTcctive tax rate was 38.8 percent in 2016. compared to 
39 S pcrtcnl in 2015 

I. IQUIOIT\' ,\l\0 CAVITAL R ESOURCES 

Our capnal rf<tu•rcnu:nu reflect the capital·intensive and seasonal nature of our business and are principally aunbutablt to investment '" new plant and equipment, rttirement or outstanding debt and 
seasonal variability'" workina capatal We re-ly on cash generated from operations. shon-tcnn borrow;np. and other sources to meet nom1al working capital requircmcn1.s and to temporarily finance capital 
c"tpenduurcs We may also ISSUe long·term debt and cquit) to fund cap;u.l expenditure$ and to more closely align our cap11al stN"turc to Ot~r &arget c:apual structure 

Our cn~Kf busineue:s 11c "tathcr-scns&u••c and susooal We nocmally gcnmnc a large poruon or our annual net income and subsequent &ncrtases ln our accounts recti\oablc in the first and founh quancrs 
of c1ch }"Cat due to SltpUficant "olumts or natural gu, cltet.ritity. and propane ddi\·ered by our dlsmbuuon opt"rauon.s and our narural ~u pthering and proc:cssmg operation to customers during the peak 
heating season In oddnion, our natural gas and propane invtnlories, which usually p<ak io lhe fall months, are largely dra"11 d...-11 in 1he h .. uog season and provide a soun:e of cash as the invtniOf) is used 
10 sausfy '"lnttT sales: demand 

Cap•tal expenduurts for '"'enmctus in nc~ or ac:quircd plant and equipment are our largest capilal rc:quircmcna Our capital C'\ptnduuru "ctr Sl91 I m111ion (including the: purchase of ce.rwn assetS o( 
ARM) in 2017. Sl69 4 milhon 10 2016 and SI9S 2 m1lhon (SI42 7 million, t'<luding SS2 5 millioo, nct of cuh reeo\ed, 1n <onne<1•on "ith our aequ1SII•on of Galherco) in 2015 The most sigmficant 
caJ'IIIIe,pendltur<> 1n 2017 •ncludcd •n•<>lln<nU 1n Easl<rn Shore's expansion projccu. whieh include the 2016 Sys1om Rohabdlt) Pr0Jtc1, lhc Whue Oak ~lainhne p«lltc1. and the 2017 S)st<rn Expano1on 
Prqee~ u \\ell ulhe l\O<Ihwest Flori do Expansion Projeet and GRIP 
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W• ha" budgeled Sl81 6 molhon for capi1al <Xp<ndllun:s on lOIS Th< following ~abl• shov.~ thr 2018 capilli np<ndnure budget by segmrnland b~ husonrss line 

tJoifilfrfjflt ......... lrl 

Regula1ed En<rJD· 
l'aturu ps d!Sinbuuon 53,899 

r-.:atu.ral PI tran~miu1on 92,562 

Eleanc du.tnbution 7,972 

TOial Regula1<d En<rll)' 154,433 

Unre&ulaJ<d Enttg) 
Propane dosllibution 11.235 

Olher unret!"ltl<d cn<rll)' 5,827 

T01al Unocgulated Energy 17,062 

Olh<r 
Corporate 11nd other bus:1nesscs 10,097 

To10l Olhcr 10,097 

To~ai201S Capilal Expcnduurcs 181,592 

The 2018 budget, excludong acqulsmons, includes !he remaining capual expendiiUres assodal<d wilh EaSiem Shore's 2017 Sys1cm ExpanSIOn Projcct, Florida's Nonhw<SI Florida Expansion Projo:c1, 
addhional e"pans.ions of our natural gas disuibution and transmission systems. conlinued natural gas infrastructure improvement acuvities. expenditures for continued replacement \mder the Florida GRIP; 
information technoloto' systems, new buildings Md facilities, and other strategic initiatives and investments 

The c.at>ital expenditure projectic:m 15 subject to continuous review and modilication Actual capital requirements nH'Y vary from the above estimates due to 3 number of factors, including changing economic 
conditions. customer t{rowth in cxistinH areas, regulation, new growth or acquisition opportunities and availab•lny or capttal llistorically. actual capital expenditures ha\'C typic:ally lagged behind the 
budgeted amounts On avcrat;c. over the l:l.st five ye~rs, our actual ~apital expenditures have averaged 91 percent of the initial bud~cte<l caJlltnl expenditures for those years 

The tim ins of capital ext>tnditures cnn vary based on delays in regulatory approvals, securing tnvironn\ental approvals and 01hrr pcnmts The regulatory application and approval process has lcnglhened in 
the past fe, .. years, and '~c C'<ptet thi~ trend to continue 

C.1pitul.\'tru1:1ur~ 

We arc com milled co m1untainin~ a sound capnal structure and strong credit ratings to provide the financaal Oc'<ibiluy needed to acc:cSJ capital marli.tts when required This commitment. along with adequate 
and timc:ly rate relief for our revutau:d cner»Jy optrations. is intended to cnsurt our ability to auratt capital from ouuidc sourtt) at a reasonable cost We bdievc that the achievmtcnt of these obJecuves v.all 
provide beMfitJ to our customers. crcdJtors and 1n' ~on 

The folio"'"~ pr<senJS ourcapualiuuon, «eluding and on<iudong shon·tcnn bono,.;ngS, u of D«embu 31,2017 and 2016 

D<<rmbtr Jl, 2017 o ... mb<r ll. 2016 

,.~j 

Long·ttnn debt. net of c:urrtn1 mawn1i~ s 197,39~ 29•,4 136.954 23 •• 

Slockholdcrs' cqully ~86.29~ ,..,.. 446,086 1~. 

Tooal cap11ahuuon. cxcludong shon·l<nn bO<TO\\lnJ;S s 683,689 100% 583,040 100!. 

D« rnlbtr ll. 2017 Dramb<r 31. 2016 

(rntJ,.,_....,./1 

ShotHrnn d<bl s 2~0.969 z&•t. 209,871 26"• 

Long .. term debt.. •nclud1ng curr~nt maturiues 206.316 21*/. 149,053 ~~. 

S1ockholdcrs' cquuy 486.294 ~2% 446,086 SS~'e 

To1al cap11alitallon, 1ncJudinH shon·ttlm borrowings 944,079 100•1. 805,010 100% 

lncludc:d in the. long-term debt balances at December 31. 2017, was a capital lease obligauon associated wuh Sandp1pe~s ca,>acity. supply and operating agreement ($620.000 excluding current n1aturities 
11nd $2 I mtllion indudm~ current matulitics) At the 
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closing of &he ESG acquisition in May 201 ), Sandpiper entrred into this agr<<men~ "'hieh hu a si<-y .. r term The upacuy portion or this agr<emcnt is accounted for u • upitall .. sc 

As oro.c.mbtt )I, 2017. "e chd 1101 hl\e ln) rewic:uons on our cash balances Chesapealel:uhucs' Senior !':aces and FPU's first mons•t~e bonds contain I «Stricti on that limits the pl)ment or dovidmds 

or other rcstnctcd payments in •~cess or ccnaon pre-Oettrmoned thresholds As or Dcccmbtt l I, 2017, S209 7 mol loon of' Chesapeake Uuloucs' cumulative consolidated net income and $104 9 milloon of 

FPU"s cumulative net income were frre of such restrictions 

Our target nuio of equity to total tapitaliution, including shon·tt:rm borrowings, is between SO and 60 percent We hne maintained a ratJO of equity to total capitaliLatlon. including short•tcmt borrowings, 

between 50 percent and 56 percent durin11the past three years In September 2016, we com1>letcd a public offering of 960,488 shares of our common stock at n public oO'cring price per share of $62.26. The 

net proceeds from rhe sale or common stocl, after deducting underwriting commiss.ion' and expenses. were appro'<imately SS7 4 m111ion, which were added to our gene:1al funds and used 10 repay a portion 

of our short-~tnn debt under unsecurtd hnts of credit Our equuy 10 1ot&l capitalization rauo, mcluding shon-ttnn borTO\~oings. was 52 ptretnt a.s of December 31. 2017 

As descnbed below under "Shon-Trrm Borra-->ngs," we entcted onto the Credit Agreement and the R"·oh er Mth lh< Lenders in Octobtt 201 S, "hoch inereased our botro,.>ng capawy by $1 SO 0 million 

To facili~tt the refinancing of a ponoon of the shon-term bono"ings into long-trrm deb~ as appropriate, "• also entrred mto long-term shdf agreementS for &he potenual pnvatt pbcrrnent of unsec:ured 

senior debt as funhrr described belo" under lhe heading "Shelf Allf<ementS" 

We will seck to ttl1gn, as much as feasible:, any long-term debt or equity issuance(s) with the commencement of service:, ~~nd associated c:armnlJS, for larger revenue J:&Cntraung capital project) In addition, the 

exact timin}l. of any long-term debt or cquhy iuuance(s) will be ba.scd on matket condi1ions 

Shelf Axrumrno· 

In OctOber 2015, "e entered into the Prudenual Shdf Al!Jecmtnt. under wbich "e may request &hot Pruclenttal purchase. through OctoberS. 2018. up 10 $1 SOO m•llton of Prudential Shdf Notu The 

Prudenual Shelf Soces have a r.,ed ontrre.t rate and a matunt} date not to ~ceed 20 years from the date of iSJuance Prudcnual is undrr no obhgabon to purchase any of the Prudenual Shelf N01es The 

interest rate and tcnns of payment of any scncs of &he Pruden till Shelf Notes .,;11 be dctennoned at the time of purchase 

In May 2016, P"odcntial approved the purchase of S70 0 million of) 25 percent Prudent10l Shelf Notes, which "Ore ossued on April 21, 2017 The proceeds received from thos issuance "ere used to reduce 

shon-u~nn borrowings under the Revolver 1'he balance under the Revolver had accumulated over time as capitnl C:XJlCnduures were ttmi>Onlrily financed. As of December 31, 2017, $80 m11li0n remains 

3\'ailablt r~ issuant(' under tht J>rudcntiat Shtlf Agreement 

In March 2017, "e entered into the MetLofe Shelf Agreemont and the 1\o'Yl.. Shelf Agreemen~ under "hich we may rcqucst that ~1etLofe and NYL, thooujlb March 2, 2020, purthasc up to $150 0 nulhon and 

SIOO 0 milloon, respectivd)', of our unsec:ured senior debt The unsecured senior debt "ould hl\e a fixed intenest rate and a maturity date not to .-cced 20 years from the date of issuance MetLofe and l\'Yl. 

are under no obb,gahon to purchaK any unsecured senior debt The mtcrest rate and terms o( payment or &n)' serin: or unsecured senior dtbt ,.,,u bt dettnnined at the nme of purchase 

In November 2017, t-:YL agreed to purthasc S~O 0 million ofl 48~. "Seroes A" notes and $~0 0 m1llion of l 58•; "Stnu B" noces The Senes A notes and Series B noces will be issued on or befO<e May 21, 

lOtS and November 20, 2018, respectively The prcx;ceds re<eivC\1 from these issuances will be u.sed to r~uce shon·term borrowings under the Re\'olver. lines of credit and!or to fund capuaJ expenditutcs. 

The NYL Shelf Agreement has been fully utilized 

As of December J 1. 2017, no requtst has been made to MetLife 10 purchase unsecured scniot· debt under the Mctl ife Shelf ,'\grecmcnt 

The Prudenual Shelf Agrecmcnl, the Mrtlifc Shc:lf Agreement end the NYL Shelf Agr~ment Kl fonh etnain husintJS tc>Hnants to \~ohich Y.t are subjecL when any note ts outslanding. indudtng CO\'tnarn.s 

that limit or rt~rict our abiliry. and the abrllly of our subs:idianes.. to incur indebtedness. or place or pcnnitliens and encumbtanees on an) of our property or the propcny or our subsidiaries 

Short-r~nH Jlurrm•·;ngs 

Our outstandons shon-term borrO\\Ings at December) I, 2011 and 2016 were S2SI 0 mol loon and $209.9 milhon. respccttvely, at weighted •vcrAge ontcttst rates of2 42 percent and 1 4) p<rctnt, respccu,·ely 

We utilize bank lines of credit to provide funds for our shorl·tcrm cash needs to meet seasonal working capital r<Xtutremcnts and to ttrnJ>Orarily fund poltions of the capual expcndirure progtam In 

No\'cmbcr 2017, we entered into a ne\Y $40 0 million credit 
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faeility· with a new lender As of December 3 I, 2017, we had five unsecured bank credit fac~lities with four financial institutions 101aling $220.0 million in available credit. In addition. sinee October 2015, 
we have SJ50.0 million of additional short~term dcln capacity available under the Revolver wich five participating. Lenders. The temls of the Revolver are described in further detail below. None of the 
unsecured bank lines of credit requires compensating balances We are currently authoriz.cd by our Board of Directors to borrow up to $275 0 million of .shon-term borrowing.. As of February 27, 2018 the 
Board increased this limit from $275 0 million toS3SO.O million. 

The SJSO.O million Revolver has a live-year term and is subject to the tetms and condhions set forth in the Credit Agreement. Borrowln,g5under the Revolver will be used for gencraJ corporate purposes, 
including repayments of shorHerm borrO\\'ings, working capita) requirements a11d capital expcndiiUres. Borrowings under the Revolver will bear interest at (i) the LlBOR Rate plus an applicable margin of 
I 25 percent or le.~s. with such margin bastd on total indebtedness as a percentage oftotaJ capitalization, both as defined by the Credit Agreement, or (ii) lhe base rate plus 0.25% or Je.ss. Interest is payable 
quanerly, and the Revolver is subject to a commitment fee on the unused postion of the racility. We have the right, under cenain 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 S200.0 million, with any increase at the sole discretion of 

each Lender. 

Our outstanding short .. term borrowings at Decen1ber 31, 2017 and 2016 included S 10.3 million and S8.6 million. respec1ively, of book overdrarts Book overdrafts are not actual borrowings under Lhe credit 
facilities~ however, these book overdrafts, if presented, would be funded through the credit faci lities and. therefore. were included in the shorHcnn borrowings 

As of December 31, 2017, we had issued S5 0 million in letters of cre<lit to various coumerparties under the Revolver. A) though the letters or credit arc not included in lhe outstanding shon-tenn borrowings 
and we do not anticipate they will be drawn upon by the counterparties, the leiters of credi1 reduce the available borrowings under the Revolver 

Our outstanding borrowings under these unsecured short-term credit facilities at December 3 1,2017 and 2016 were S240 7 million and $201 3 million, respectively ShorHerm borrowings were as follows 
during 2017, 2016 and 201 S: 

(in I)UJIIS((Ut./s) 

Average borrowings 

\Veig.tncd average interest rate 
Maximum month-end borrowings 

Cu.,·h Flows 

2017 

s 

s 

183.561 

2.03% 

240,671 

2016 

172,808 s 
143% 

201,311 

2015 

102,220 

1.19% 

168,757 

1111.~ following table provides a sumn1ary of our operating.. investing and fi slancing cash Rows fonhe years ended December 31, 2017, 2016 anc.l 2015 

(mJ/rou:tt.mr./J) 

Net cash provided by (used in): 
Operating activities 
Investing activities 
financing actjvitics 

Net increase (decrca.~) in cash and cash equivalents 
Cash and <.-ash equivalents-beginning of period 

Cash and cash equivalents-end of period 

Ca.,h Elm¥.\' Provu/(•d h1• Om•r<lllm• Actil•itie.\' 

2017 

s 

s 

for the Yur Ended Otcembtr 31, 

2016 2015 

110,089 104,141 104,715 

(186.895) (170,037) ( 164,539) 

78,242 67,219 58,013 

1,436 1,323 (1,811) 

4,178 2,SSS 4,)74 

5,614 4,178 2,763 

Changes in our cash Oows from operating activities are attributable primarily to c.hanges in net income, adjusted for non-cash items such as depreciation and changes in deferred income ta"es, and working 
capital Changes in working capital are determined by a variety of factors, lneh1ding weather, the prices of natural gas, electricity and propane, the timing or customer collections, payments for purchases of 
n:ttutaJ gas. electricity and propane, and deferred fuel cost recoveries. 

We normally generate a large ponion of our annual net income and related increases in our accounts ~eivab1e in the lirst and founh quarters of each year due to significant volumes of natural gas and 
propane dtlivered by our nan.sral gas and propane distribution operations and our natural gas S\lpply, gathering and processing operation co custonters during the peak beating season 
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In add1U0<1, our nal\lral gas and propane inventon.,, "hich uswdl) pe•k in the fall months, arelargdy dra"n do\\n in the heaong season and pro' ide a sourc. of cash 11 the in-.ntcxy is used to satisf) "lnt<:r 
sales demand 

During 2017 and 2016, net cash provided by operating acov1ties was SilO 1 million and SIO-l I milhon, r<speeu>'ely, resulting in an increose in cash Oows of 6 0 m111ion Significant operatin~;acUVItles 

~cnenttin~ the c:ash nows thange \!o'CfC: IS follows 

Net income, adjusted for reconciling activities, d\!creascd c.ash flows by $485,000 Key reconciling items included the revaluation ofdefencd til'< usec.s and liabilities of our unregulated businesses 

as a result of the implementation or the TC"JJ\ , which decreased our deferred tax expense by $143 million, hig_her non-cash adjustments for deprcci;ltion and am011ization related 10 increased 

investing actjvities and realized losses on snles of11uets 

Net cash flows from changes in other inventories decreased by approximately S6.S million, due primarilv to purchases of additional pipes and other construclion inventory as a 1esuh or the 1ar~e 

expanSJon proje<:u currently underway 

Changes in income taxes recti\'Jble increased cash 00\\S by $5 6 ntillioo. due to higher ta' refunds as a ~suit or 1ncrc.ased lax: deductions associated with bonus depreciation 

Changes in net regulatcxy useu and liabihoes 1ncr<ased cash flows by S4 7 million, due pnmanlv to the chan11e 10 fuel cosu <Oileeted through the vanous cost rccov<J)' mechanisms and ()RIP 

Changu •n net accountS rcoctivablc. accrued rc .. n'luc, ac.counu payabJe and accrued habthues 1ncreutd cash nows b)' S3 S million. dut primanlv to higher re' enucs and the timing of C-U.SU)fntr 

payme:nu and payments to 'endots 

Changes 1n net pttpaid expen~s and other current aSSetS and customer dcposiu and refunds deerelted cash flows by $2 2 million 

Dt1nnll 2016 and 201 S, oct cash prov1dcd by operabnjl acu,itics was SIO-l I million and Sl0-17 milhon, respectively, resulting in a decrease in cash flO\\$ of $574,000 in 2016 S1gnJfieant operallnjl 

acth'llle.s generattng the cash now change \\Crt as folloW$ 

Chan¥cs in net accounts receivable and accrued revenue and accounts payable and ac.crued habill1te~s decreased cash flows by $13 2 million. due pnmarily 10 h1ghcr revenues and the umin~ of lhe 

receipt or cu.stomer payments as well a41 increased expenses and the timing or payments to vendors 

Net income. adjusted for non ..cash adjuMments ~nd reconciling activities. increased cash nows by $18.3 million. due primarily to 11n increase in dererrcd income taxes as a result or the availability 11nd 

uu1it.ation of bonus depreciation in 2016, which result«! in a higher book·lo.-tax timing difference and higher non..cash adjustments for depreciation and amortization 

C'h111ges 1n net regulatory assets and liabilities decreased cash flows by $11 .4 million, due primarily to the change in fuel costs collected thiOUJ>h the various fuel tost recovery mechanisms 

The changts in income taxes increased cash now-s by $7 4 million. due primarily to h1g.her pre-ta'< income as a result of rontinued investment in the tnfrastructute, treatment. storage and dhtnbuuon 

of natural gas, propane and electricny 

Ncl cash flo"s from changes in propane. natural gu and mate:rials•n\:entorie:s d~ased ne1 cuh nows by approx•matel) S4 1 million 

Cmh 1·/t'M \I '~d m bn?\1111!! Actn·111~\ 

Xet cash used in mvestin!! aeti,ities touled $1869 m1lhon and $1700 million during 2017 and 2016, ,.,p<Ctl\el). rc<ulting 10 a decrease 1n ca>h tlO\\S or $16 9 m11lion 10 2011 S1gnificant in><sUnjl 

actl\ illes gc:ncratmg the cash flows change \\CfC as foliO\ .. ) 

Cuh pa1d rortapital expenditur« increased by $14 m1ll1on toSI7S 3 million for 2017, compared to $169 9 million in 2016 

Net ca>h orSII 9 million wu used to acqu1rc assets 1n \anous transactions during 2017, 1nclud1n!! ARJ-1, Cb1pola and Control ()as, there ..ere no <orrespondJng tr'ansactions in 2016 

Net cash used in mvesting activities totalc:d $1700 m1lhon and $164 S mtllion for 2016 and 2015, respC(tiVtly, resulung in a decrease in cash now-s ofS~ S m111i0f'l in 2016 Significant in,•cstin~ attavltltJ 

contnbuun)! to the cash flow change wert as fo11ow~ 

An mel case in tash paid for capital expenditures year·over~year, due primarily to our GRII) Investment in our Florida natural ~as distribution OJ)Crntions. Ei1;ht Flags' construction of the CliP plant 

and EastCI'n Shore expansion projects, which collectively dcl'rcased cash flows by S26 3 million 

In 2015, we paid SlO 7 million tn cash ($27 S million paid, less S6 8 million of cash acquired) through our shon·tcnn borrowings in conjuncrion with 1he acquisition ofG-athcreo In addition 10 the ntl 

cash cons.ide11.tion, we also is.sutd S92,970 &hares of our common stock. which had no cash flow impact 
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[a,Jt tf,,.. 'l'mt.·ukfl h> Ftlklllt mg Actl~tllc>.f 

Net cash pr<» oded b) finan<ingatl" outs totlled $78 2 million and $67 2 million for 2017 and 2016, r<sp«U><Iy The mcrease on net cash provided by financong acth ities in 2017 resulted primarily from the 
folio" ina 

We rccet,td $69 8 molhon in net cash proceeds from the issuanee of the Prudcnnal Shclr Notes, oiTsct by the pa\mtnl of $3 0 mollton tn scheduled long-term debt principll and oopital lease 
obh!!JUons pa) mcms 

Net cash 00\\s dccreased b) SS7 4 million due to the absence of proceeds rdatcd to the ISsuance of common >tock dunng the third quancr of2016 
Net b0f'f0"1n11 under our hne ofcrcdot anangements ofS39 3 million for2017, compared 10 net borr0\"011 ofSll S molhon for 2016, tncreased <>sh 00\\sby S6 8 mollion Change tn <>sh 0\..,drans 
dccr<ucd cash""""' b) SZ 2 million 

We paid $19 9 mtllion tn cash dl\·odcnds for 2017 compared to Sl7 5 million for2016 

:O:t-t c:a.sh provided by rinancinllaeti,·wes 10taled $67 2 million and S.SS I million for 2016 and 201S, rfipteU\·tly, resulhnJ man •ncrt:!ue or S9 2 m111ion m 2016 Sign_Lfica.nl financing activities generating 
the cash Oow change "ere a.s follows 

Set proceeds of SS7 4 million, a ncr deducung undcl'\nting commissions and expenses, from the ISSuance of common $IOC~ dunn~ the thtrd qua ncr of 2016, "crt used 10 pay do"n short-term debt 
under unsecured lines of credit 

Net borrow1n~s 'rep.ayment4l under the line of credit agreements decreased cash flows by $48 0 million lar~e1y due to the common s1od: issuance mentioned above 

CO:<TRACT1JAL OBLtCATtO~S 

We have the follow1ng conuaerual oblignuons 11nd other commercial commitmentS as of December 31. 2017· 

Cc.nlnsrnl ONiurluDl 

tmt}HJn-1(1111.10 

Long-term dt:bt 11 

Operating leases 1: 1 

Capitol leases • 

l>urchase obhgauons ' ' 
Transm1s~ion capaCity 

StOf'lge c~pacuy 
Commodiuos 
Elecmo suppl) 

Unfunded benefits • 

funded benefits ·• 

Total Contrac-tual Obli~auonJ 

s 

s 

_L.t•,<~!i ll••n I 
}e~tr 

7,971 

2,665 
1,45 1 

32.320 
1,336 

103,047 

16,216 
361 

1,898 

167.265 

1 - J~un 

s 26,226 

2,733 
620 

60,197 
1,~67 

42,889 

18,165 
70') 

s 1!1.1,106 

P11~ mnl\ Out~ b) Pt tl(,d 

Mc.rl"lh•n ~ 
J- ~_, C' .... )'t•N Tollll 

38,700 132,300 s 205,197 

t,469 3,702 10,569 
2,071 

~1.375 1~6.772 280,664 
~67 71 3,541 

145,936 

2,701 2.755 39,837 

914 1,432 3,416 

6,7H 8,632 

s 85,726 s 293,766 s 699,863 

TNr"l'J""c.....,, p _.,.I t-'1QC't'lhM ~-ecnndd!t ~/,_ J #1~ .~,.c, ,J~ /Jol.l. ,.._,. U. 1.-tt-Tr,. lltrltf ~ .. -.. 1l Wen• ._ n. C"'f'C"o"'al ..rautpa\'IMftl,j;• ... .-trcnDdda.,.... SS-tt .a...Jtf>U 
m.D.Q.Sill•IIOOI..JSI"S•lboa.tr-1o1'0.tl'~h t... dx-pc:rw.l.taJ....no.IM!o\~.E~ato::rotr-'~,_aDI""f"..S.. .. -.&S~ I......,. 
\«/hilt J.~lfll.\l~t,..l.*iMI"f'k-,...., o.w. ~ 14 u~Ot~ilil-u.for-.J..b~~ 
'«I•• A: ,..ft(altC,.,.\f .. ,..,.,,,...,.'-~lllltt«''*!u.OalwC~,.,.,.., • .,u:~t'W:Ir' r .• ~n .......... 
v.·. lll'w rcwr.W IICII ~.enm t.Stt~• fl( $\ 4 mallk• .. ~ 11. :017 (or aaturm! ra-<mPv,.,._ -.1 J'•JII~ tw:r..rtt,... T1w anJDQ~iib ""'1\od .nlhc uhlc ue twtnl toa c'~ .._.,.,...... ~ cun-mt ttt.red -.J au.-.e • 
tridC"fhOf" t.,c Clll' t.l f .. cwr.:t~~h a.. tnt:~""'"* The« we ma:n~ ,........,., dwa •\lllldd ~ ~ pt\mcnts io d!.ITa ftom lbaw ..... ~. lhoiudlr:jl .. h tclll~ l..._c hdhh t...-R "",._ thMt JilT« fmm r-st ~ mJ .L-.......a raklo 
unrr .. II111C .... 1.i1Niol.onl \«/,.,. 1\ ,.,,.,.._;,J ."'...if,_.MI1-./ ... ~I") Ll*r. Note 16. f:Mpltn~N&Nfi'/'-, (CII aJ.LlaWIJUlf, .. nwlllllftf"' dw:r'-\ 
V.'c ht\c h.""Jod '"np4nm l..l"h~ ~·r SIS 4 m~Jikllft .. l>on.·mho::r 'I, !OJ7 f« ~\l q.bt1Citol,lold"UW'd h.:ncf1t J'lnbtun rMn.t 11w a~C'l~ lunJ'"fl, tht-1 ,......._ •~ In • oq.rak tr~o~...;t .W •e aot Qo)l".;,wk:r'I:'J ~ al OWl Qf p;:bJ.;.,d 1ft P\lt Nilaor..e 
fohttu 'f1w(_'oon11•~;hlai(JWJ~.II .. •rwt.l-lc .ht\C: IM1u.b $19 rmJIIIOftR"tkctq the r•rrwoLJ "e~J-'<td ..,mal:CII.I\lwtru .. fwn.U"' lUll AJ.i.tloi'IOII..,..nhlt-ut .... rrl.l\ N f~IC'd .a (UlUtc\c•ttlaNt'Olhe • .;~ual rdum~lXId "-" lb:('4anu.....U 
anJ ulhet ... h .. r\.1 a.wl1l'lllllln•. •~.a~.:h •• the lb .... OWII ntc .,~~;~ ~o4c'ml e\:~ rtle or fdlin \lift pbn U>dll S« ,,.. .. ll 1-ui'/Mtd.l/ ~lollf"1111tf'flll ""'·"'frl<"lff•lll..., /l.ll.l }I.;.~C' 1(.. f-Mriol« !J.nwfl.t Plt~m. !ot rurtt.s- mr~malllllll on the r~.tru 
AIJJ.I1tcmalh the C:unuk!\Ml tll-llpOb•tfl• .. l'-k •ilu\~ •nro:ha.kf ddemd ~umpmutu111 c.bl~pt.•Uib to.UI.tnf $f. 1 malb•>n I~ "llh K1htli 1 n.• .. •~• •a lhc 11..n.; •m....n l1lc Ra~ Trwt a•..c~ll ~ r«CCII'deJ l.lll&."l lm~cmmu c.~ tl¥! f;<lii:L'IOhobletJ 
t.l.nr.:c- ~K."Ct!O "'' .-....-... lt:'IU'I"n'"" .,, •• , M (CIIf ,_.1"~''"4.'· or dJJtnbuwrt fr"'** Uw ..:ctKI(II 
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We have issued corponuc H.Uarantecs co ccnnin vendors of our subsidiaries, JJrimnrlly PESCO These eorpor:uc: suarantecs pro.., ide for the payment or propane and natural gas purchases an the event of the 

respective subsidiary's default These subsidiancs have never derauhed on their obli~tltions to pay their suppliers The liabilities for these purchases are recorded in our financial statements when incurred 

The ISBrtgate :unount guarlnt«dat Deeember J I, 2017 was S72 0 moll ion, "ith the ~:uorantees ""Pi ring on' anous d.11es throu)lhout 2018 

We hi\C tssued letters of crtda rotating SS 0 malhon rdatcd to the dtctrie uansmassaon SCf\ices for fPtrs northwest el«tric davisaon. the finn lr&rup<MU.tion servtee agreement bn\~oten ThTLP and our 

DelawaJe and Maryland davasions, and to our current and previous pnmary insurance earner These leucrs or credit have "''Y'"S e:~~:p1ration dates e"tenchng through NO\' ember 4, 2018 There "~reno draws 

on these letters of c-redit a~ of December 31, 2017 We do not an1ic:ipatc that the leuers or credit wilJ be drawn upon by the countcrpanies. and we expect that the !etten of credJt "'ill be: rene¥ted to the extent 

nec.eSSIU)' in the fU1ure AdditiOil&l infomHuion is presented in lu:m t~. FmwH.ml Slllt(!ments and Supplcm~nfCiry Dnm. NOlc 20, 0 1ha Commllmems and CtmlmJ:.tltcleJ in the consolidated financial 

statemeots 

CRITICAL ACCOU;\'TL\C POLICIES 

We prepare our financialsu1temcnts in aceordllnc.e wnh GAAP Applu;.ation of these acc:ountmg princ1ples requires the use of estimates and assumptions that affect the reported amounu orasscu,liabiliun, 

revenues and expenses, and related disclosures of conlingcncies during the reponinM period We base our estimates on historical e:<perience and on various assumptions that arc believed co be rtJ.sonable 

under the circumstances. the resultS or which fonn the basis for making judgments about the t.:anying value of assets and liabilities that are not readily apparent frorn other sources Since most of atu 

bus1ne:sses are regulated and the accounting methods used by these busioesscs mus1 comply with the rcqutrcments of the regulatory bodies. the choices available are limited by these regulatory reqt~~rcmenb 

In the nonnol course of business, estimated amounts are subsequen~y odjusred 10 actuol results that m1y difl'er from the esrim11es 

R~xuhllory A.l .Ull' unJ Li11b1litia 

t\ S a rcsuh of the ratemakinM process, we record cenain assets and liabilities in accordance wuh ASC Topic 980, Ru})rrtlaud Op~rttlum.\, and con5equently. the accounting principles applied by our regulated 

ener~y businesses differ in certain respects from those applied by the unregulated businesses Amatmts are deferred as regulatory a<sets and liabilities when there is tl probable expectation that they will be 

rccov(rtd in future re\'enues or refunded to CU$lOrntrs as a resuh of the regulatory process This is more fully described in Item S. FlnaiJt'tal Slctlt·mcuh and Supplt'llu:mary D<1ta, Note 2, ~ummary of 

S1;:mjit'am A«mmtmg Polu .. ''"'• in the con$0lidatcd finam;ial s:ta1ements If we wwe requ1red to lenni nate the application of ASC Topic 980. '"e woold be: rtquired to rec.o~mzc:. all such dtferrtd amoums as a 

charge« 1 credit to earn•n~~t. ne1 of apphc•ble oncome taxes Such an &dJuSlmcnr could ha'c 1 material tfl'cct on our results of operations 

Vttlumitm uf Enrirmrmrnlttl Uubilitit~ untl Rr/llf('t/ Regulutmy .th\t'b 

A:i more fully described in hem S. FmwK'Ut/ Stalctments tmd SutifJh.!mt•ll/ary Daw, NoH~ 19, F.llvtrtmmt•ntal Conunum<'lih uml ('ommg<-tutf!.\, in the consolidated fi nancial statemenu~ we arc currently 

panicipaung in the invesll~lltlon, assessment or remediation or seven fol'mcr MGP sites fo1 whtch we have ~ought or will seek rcgulatol)' approval to recover throogh rtues the estimated COMS of remediation 

and rclattd acrhiti~ Amounu ha\·t bee-n recorded as tn\ironm("ntallh&blhties based on CJlrmates of future costs to re-media1e thelt sues. which are J>ro,ided by independent consultants 

\Ve u5e dcnvative: and non·dcnvauve rnstruments to manage the risks related to obta1ning adequate supplies and the price flue1uations ofnaruraf HU., electricity and propane We c:onunually momt« the ust 

or these Instruments m cnsute compliance with our risk managtmem J>Olicies and account for them in accordance with the appropriate GAAP, such that every derivt111ve Instrument is re<:orded as either an 

asset or a liability measured at its fair value II also rtquires that changes in the derivlltivcs' fair vaJue are recoH,nized in the current period earnings unlcs.s specific hedge accounting criteria are met If Lhese 

instruments do not meet the definition of deri,athes or are considere-d .. normal purchases and normal sa1es:· they are accounted for on an accrual basis of accoun1ing 

Addnu>naUy, GAAP also rcqum:s us 10 dauif) the deri,-.ta,·e wets and liabilillt$ bastd on the fCMtSI lf'\.d of input that is sj~tuficant to the fair \J.Iuc measurement Our assessment of the sigmfic;ancc or a 

panit\lfar input to the rau ,·a.Juc meuurement requires judgment and m.ay tff'cct the fa1r value: of the .a$sttS and h.abihDC'.s: and theer pfaument within t.ht fan \'a.fue hierarch)· 
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1 "1~ 

We detemuned wt ~n propone pu1 optionJ. nil opuons, 5"ap awetments and natural gas futures eontnets met the speei6e hedge aeeounung enteria We also determined that mOSt of our tonllllCIS f« 

the purchut: OC' sale of n:ttural gas. eleetricity and rropanc: eathcr (i) did noc meet the defimtion of den"YatJvc.s because they did not have a mintntum pure hast/sell ~quircment. or (ii) \litre considert'd 

"normal purchases 111d normal soles'' beeau~ the C<N1111l<IS provided for the purchase or s.1le of na11o111111as. eleclneity or propane 10 be delivered on quanuues 1ha1 wc expect to use or sell over • reasonable 

pcnod of tintc in the nonnaJ course of business Acccxd1ngly, thes.e contracts were accounted for on an ltcrual b.,SlS of accounting. 

Additional information about our deriv;uive instruments is disclosed in Item 8, f:jnmK'tul Sw!t•mt.'llf.' UJN.I ,\'uppf,.,,,.,tar) l'J(IIa, Note 1./Jt•rtw.lllw /11.\lrtlllh!lll\, in tht Consolidlltcd Financial Statemena 

OpC'rutiiiJ: R e''(!llll t$ 

RC:\1Cnucs for our natural gas and ele<:trlc dlstribuuon operations are based on nnes aJlproved by the PSC of cRch state in which " -e operate Cus1omcrs' base rates may not be changed withoul ronnal 

approval by these PSCs However, PSCs authorized our regulated operations lo negotoale rates, based on ap1oroved methodologies, with cus1omer1 1ha1 ha•e compe1iuve alternatives Eastern Shore's 

revenues are based 001 rates approved by the FERC The I'ERC has also authori•ed EaStern Shore 10 ne11otiate rates above or below the FERC·approvcd maximum rates, "hich ouSiomers ean elcel as an 

ahemauvc to negotiated ntH 

Penonsula Popelinc. our Florida inlrlSllle pipeline subsidoary that is subJect 10 rq;'Uiation by the Flonda PS\. has ncgoua1ed firm uonsponauon se~•« conltlcts "'th thord·paR)' customers IJ1d "'th eeruun 

affiliolcs 

For r<IIUI11ed deli,eri<"S of natural gas, propane and cleetncoty, ... read meters and bill customers on monthly cycles that do no< coine1dc .. ,th the aceounun11 pcnods used f« financial repO<Unll purposes 

We accrue unbilled re>enues for n•ruralps and cloctneoly that ha>e been ddh~ed, but not yet boiled, 11 the end of lllaceounting period to the e"enothatthty do not cooncode We estimate the amount of 

the unbillcd re\tnue by jurisdiction and customer class t\ J~malar computation i.s made to accrue unbillcd re,·enucs for pr~e customer$ \\ith meters such as community gas system customeD and natural 

s•s markeung cu.stocn~s. whose billing cycles do nOt c:oinc1de \\ith the accounting periods 

Our naoural g1.1 ~upply operation on Ohio rccogn11u revenues based on actual volumes of nalurol gas shipped, usong conllll<bJal rates, which are based upon index prices that arc published monthly 

Eiijht fllllijS records revenues based on the amOtmt of ele-ctricity and steam generated and sold to its customers 

rach of 0\lr natural gas distribution operations in Delaware and 1\faryland. our bundled natuml sas diSifibution service in Florida and our electric distribucaon OJ)Cration 1n Florida has a fuel cost recovery 

mechanism This mechanism provides a method of ftdjustinll billing rates to reflect changes in the cost of purchased fuel The difference between the current cost of fuel purchased and the eosl of fuel 

recovered in billed rates is deferred and accounted for u etther unrecovett:d fuel cost oran,ounls payable to customers Generally. these deferred amounu are reco,,crcd or refunded within one year 

We char~e flexsble nuts to industrial intcnupuble cu~tomers on our nawral gas distribution Jya.tems to compete "ith the price of ahemative fuel that 'hey can use. Neither \~o·c. nor any of our interrupuble 

customtrs., are contrac:tually obligated 10 ddiver or rtcc.n·e naturaJ gas on a finn service basis 

Allmwutu for Doubtf•li Accounts 

An all~anc.e for doubtful accounts is recOfded aga.an~t amounts due to rtduce the net receivable baJar.ce to the amount "c reasonably«~ to colltct based upon our collectiON experience. the conchuon 

or the 0\·tnll economy and our assessment of our CU!tomen.· inability or reluctance to pi) If carc:umuances change. howcvt'f. our estimlle of the rtc0\-erab11itv or accounts rt«i~o·abfe may also c.han~e 

Cucumstanct:s "hich could afftct our estimates include, bulare not limiu:d to. customer (ftdtt issues. the lc\cl of natura1 g.a~ d~ricity and propa.ne pnces and KC:nC"ral econon:uc con.dioon:s Accounts lit 

wriuen off once thty ar~ deemed to bt: uncoUectable 

(,";,ot/h-11( 41ntl Oth~r lntmtgible Asset" 

We tt.!t ~oo<h"lll ror impairment at least annually an l>eccmber The annual impaim1c:nt testin~ for 2017 indicated no itnpairment of goodwill Addiuonal infonnation is presented in Item 8, l·n~<.uH.wl 

Stat('tm.·nb am/ Suppfr mf!IIWry /)(Ita, Note 10. littotAt 1/1 mk.l Otltt!r Jnumgrb/e Jbs.el,\. in tht con~olidated financial Slaccmtnts 

Otlurr A.)\CI$ /mp11irmcllt JiwJfullfil)n.f 

We pC'riodically evaJuate whether events or circumsutnces have occurred which indic:ate that long-lived assets may not be recoverable \\'hen t\'tnts or circumSiances indicate that an in,painnenl is present, 

\H record an impaim1e.nt loss equal to the t.\;eess of the asset's carrying value over ils fair value. if any 

Chesapeake Uoliues C'«poration 2017 Form IO·K P•ge S I 
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P~1uion und Otht!r Po,frcotium .. nl Rrn'fi" 

Pcn.ston and other pc»ttctsrcment ~an eosu and habihtaes art de1tmun~ on an aetuanaJ basls and arc aff~td by numt:rous •ssumpllons and cstJmates 1ncludtng the mariec \'aluc of plan a~ estimates of 
the expected returns oo plan ~U. u;umtd discount ratd. the level of contributions made to the plans and cU1T<nt d<mC>~~rophic and a.:tuill'lal mortahty d>ta The assumed discountnt<s and the expected 
returns oo plan ~IS are the assumptoons that srnerally ha.-. the most s.ignilicant impact oo the pension COStS and liaboloues The assumed doscount rotes. the assumed health c:are cost trend rates and the 
asswned rates or rcurtmtnt gcntta!ly ha\e the most significant impact on our postretirement plan cos1s and hab•hucs Add1uonaJ 1nfonnataon is presenttd in hem 8, FuklucuJ SUJiort~JJ.b {l/J Supplrmtflltll'} 
D<ota. Norc 16. fJ<oplt>)c<lktt<jit Pla11\ on the consolidated financial statements, including plan asseton\t>tment allocauon, csumated future Mnefit pa)m<nU. general descriptions of the plans. sil!"oficant 
assumptions. the imp1c1 of «rUin chll1gts 1n assumpaions. and significant changes in estimates 

For 2017, octuanal assumpuons tntlude expected long-term Dtes of re<um on plan asseu of 6 00 percent and 6 50 pm:cnt for Chtsapealc Uultuc~ pension plan and FPU's pension plan, rcspect"tly, and 
d1scount notes of 3 ~0 percent and l 75 percent for Chesapeake Utilities' and FPU's plans, respectl\tly Tht discountnte for each plan"" detemuned by management considering high-<!uality corporate 
bond rates, such u the Prudcnt1aJ curve 1nde' and the Ciug.roup yaeld curve, c:hanges in those ratts from the prior )'Car and oUter pe:ntnt11t faaors. tncluding the e"pec-tcd lives of t.he plans and the availabiluy 
of the lump-sum payment optton A 0 lS percent decrease in the discount rate could increase our annual pension and postrcltrtment com by appmXtmatdy S7,000, and a 0 lS percent incrcasc could decrease 
our annual pension and po>trctiremcnt costs b)' appro\imately $9.000 

Actual changes 1n lhc fa1r value of plan as~ets and the differences between the acru.al rerum on plan assets and the e"pectcd return on pl:.n uscu could have a material cfftct 011 the amount of pension benefit 
cosrs that \\I! ultunatelv rccov.nizr A 0 25 percent change in the rate ofrthJrn could change our annual pension cost by approx1mau~l)' $143,000 and would not have a.n impaa on the posrretire-mcnt and 
Chesapeake SFRP boc•use these plans are not rundcd 

TtLt:·Rcltttr;l ContilfJl~liCJ' 

\\'e actount for liRCtrtainty in income taxes in the consolidated financial statements only if it is mort likely than not tl1a1 an unccnain tax position is sustainable ba.\otd on its technical mcriu. Recognizable 
tax positions are thc:n measured to dete1minc the amount of benefit recognized in the consolidated financial :-.tatc:mcnt!t. We rtcogni7e penalties and interest related to unrecognized ta.x benefits a~ a 
component of other income 

Wt accou1u tOr contingencies associAted with taxes other lhan income when tlte likelihood of a Joss is both probable and cauantifinble Jn as5essin!t the likelihood of a loss. we do not consider the existence of 
current inquiries, or the likelihood of future inquiries, by ta.x authorities as a fa:c.."tor. Our assessment is based solely on our applic~uion of rhe appropriate statutes and the likelihood of a loss, assuming the 
proper inquiries arc made by ta'( 3uthori1ics 

ITE~l 7A. Q uA,."TtTATIVtANO Q UAll rATIVF. DtsctostJRF.S "BOI!f MARKET RlsK. 

I:<TEREST RATt ll"K 

Long>tenn debt IS subject to porcntool la<I<S based on chMges in interest rates Our long·tcrm debt at D«:emw J I, 1017 consiSts or fixed·rate Senior Notes and SS 0 mollion of fixed·rate secured debt We 
evaluate \\hether to refinance exisung debt or pt":rmanendy refinance existing shon-term borrO\\;ngs ba~d in pan on the nuctuation tn tnreresr rates AdditionaJ infocmation about our long·tenn debt is 
d1scloscd in ltcm 8,/·mmt-(:10/ SkJttnif!llh tvkl SupplinumfdiJ Oata. Note 12. Lt>,g-t~n11/Xht, 1n the con.solldatcd financ1al statements 

CO\l\IOOITY PRICE RJ;~ 

R~gulat~J Enuv Sqnk!nt 

We ha\'C entered mto 1,19"cmtCt\IS "ith various whoi~Je suppli(f'S to purchuc natu.ral gu and dectncil)' for reQic to our C'UitometS Our regulated fllt'K)' di.stribuuon bostn.esstS that sell natural ps or 
electncny to cnd·use custornen ha' e fuel COSt recov<ry mechaniSms authorized b) the PSCs that allo-- us to petoodocally adJuSt fuel nues to rcnect changes in the "holesalc cost of natunl gas and electmny 
and 10 ~sure that '~e rCCO\tf allot the costs prudently incurred in purchasing n~tun.l gas and eltctnc:1~· ror our cu~lomt" Therercn. our rea'Uiatcd mer g)' distribuuon operations ha'e limited commodll)" 
pritt risl e~powrc 

l.,'nu~:,/,tcd Ent!ru Sttmt!nt 
Sh.arp and Flo..g&J arc C\poscd to commodity price ri.sk as a result oftbe competi1he nau~rc ofrt"tatl pncin~ offered 10 our CU.S~tt$ In Ofder co mtUN,a1e th1s risk, we utilize propane Slorage aeta\·aues and 
fomard contract• for suppl) 

Chesapeake Uuhtocs C'orroration 2017 Form 10-K Page 52 
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We can store up to approximately 6 8 million gallons or propane (including leased storage and rail cars) during the winter season to meet our customers' peak requirements and lo serve metered customers. 
Decreases in the wholesale price of propane may cause: the v~lue of stored propane to decline. particularly if we utilize lixcd price JOrward contracts for supply. To mitigate the risk of propane commodity 
price fluctuations on the inventory valuation, we have adopted a Risk Management Policy that allows our prOJJane distribution operation to enter into fair vaJue hedges. cash. Oows hedges or other economic 
hedges of our inventory. 

Aspire Energy is exposed to commodity price risk. primarily during the winter season. to the extent we are nOt successful in balancing our natural gas purchases and sales and have to secure natural gas from 
alternative sources at higher spot prices ln order 10 mitigate this risk. we procure linn capacity that meetS our estimated volume requiremems and we contjnue to seek out new producers with which to 
contract in order to fulfill our natural gas purchase requirements. 

PE.SCO is a party 10 natural gas sw-ap and futures conttacts These eonLracts provide PESCO with the right to purchase natural gas at a fixed price at future dates. Upon es:piratio1l, the contracts can be setdcd 
financially without taking delivery of natural gas, or PESCO c.an procure natural gas for ils customers. 

PESCO is StJbject to commodity price risk on its open positions to the extent that maric:et prices for naturaJ gas liquids and natural gas deviate from fixed contntct seulement prices. Market risk associated 
with the trading of futures and forward conttacts is monit(l(ed daily for co•npliance with our Risk Management Policy, which includes volumetric limits for Oi>Cn positions. To manage exposures to changing 
market priceS;, open positions arc marked up or down to market prices and revie,.ved daily by our oversight officials. In addition, the Risk Management Commiuee reviews periodic reports on markets, 
approves any exceptions to the Risk Managemem Policy (within limits established by the Board of Directors) and authorizes the use of any new types of contractS 

The following table reflects the changes in the fair market value of financial derivatives contrncts related to natural gas and propane purchases and sales from December 31.2016 co December 31, 2017· 

Inc ruse (Decruse) in fair 
(m tlumsaJnl\~ Balance at Ooctmber 31.2016 i\tukel V:1lue Ltss Amounts Seuled B~lanct at Otccmbrr Jl, 1017 

PESCO s (677) (5,470) s (6) (6,153) 

Sharp 710 (1,124) 1,606 1, 192 

Total 33 (6,594) s 1.600 (4,961) 

There were no changes 1n methods of"aluations during the year ended December 31.2017. 

The following is a sumnlary of fair market value of financial derivatives as of December J 1. 2017. by method or valuation and by maturity for each fiscal year period 

(mi/UI/I"(IIId\j 2018 2019 2020 2021 Tolnl F:air Vr~lut 

Price hased on ICE- I'ESCO s (6.163) (297) 341 (34) s (6, 153) 

Price based on Mom Belvieu· Sharp 1,175 17 1,192 

Total s (4,988) (280) 34 1 s (34) (4,961) 

WHOLESALE CREDIT RISK 

The Risk Management Committee reviews credil risks associated \\~th counterpanies to commodity derivative contracts prior to such contracts being approved 

Additional information about our derivative instruments is disclosed in Item 8, ,..mtmcia/ Suut•JtU:IIfS <md Suppl~melllctry J)aw. Note 7, /Jerlwuwe htslrmmmt.,~ in the Consolidated Financial Statements. 

lNrLATION 

lnflatioll affects the cost of supply, labor, products and services required for operations, mainlcnance and c.apital improvements. While the impact of inOation has remained low in recent years, natural ga~ 
and propane prices are subjC(:t to rapid fluctuations. In the rtgul:ncd natural gas and eleccric distribution operations, fluctua tions in natural gas and electricity pric.es are passed on to customers through the 
luel cost recovery mechanism in our tariffs To help cope with the eiTecu of inflation on our capital investments and returns, we periodically seek nne increases from regu1atory commissjons tor our 
reo'lllated operations and closely moni tor the returns or our unregulated energy business operations. To compensate r,.,r fluctuations in propane gas prices, we adjust propane sales prices to the extent allowed 
by the market 

CheS3Jleake Utilities Corporation 2017 F01'm IO·K l'age 53 
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To the Boord of Drrcxtou and S1ocl.holdm of 
Chesapnl< Utiliues CO<)lOf1uon 

REPoRT OF l~ll£P£~llE.'<T R tciStT.R£D PUBliC ACCOIJ~,l'oC Plllc\1 

01)inionJ on lht Con.Jolit.t.ltd Finand al Staternt nlJ and Internal Con1r ol o,·e-r F'inanci2l Rtporcin~ 

Page 62 of 120 

We ha.e aud11<d rll< ac:compan}rn¥ coosolidoted balance sh<<IS of Chesapeake Uliliues Corporation and Subsrdrancs (rile "Compan)-") as or Doeemb<r 31, 2017 and 2016, 1he rela1<d consolida1<d 
Slal<men•s of rncome, comprehenSive rncome, stoclholders' equal)•, and cash Oows, for each of rile yeors in rile thr<e·)ear p<nod <nd<d O..emb<r J I, 2017, and rile rdat<d notes and financial st•temenl 
sch<dult list<d an Item l$(a)2 (coll<euv<ly refcn<d to as rile "consolidat<d financial sutcmcnts") We also h.-e audn<d I he Company"s rntctnal control oHr financial reponing as of O..ember J I, 2017, 
baS<d on criteria <>tabhshtd rn lutmlill C'wrtnJI-Itttrgrat<J l'l-011~ &k; (101 J) issu<d by lhe Com mitt« of Sponsonng Organinlrons or rile Treadwav Commrssaon iCOSO") 

In our opinron. th< consolrdll<d financial SlalemcniS prescnl fairly, in all material resp<ets, the financial posmoo ofthc Company IS of D<cember J I, 2017 and 2016, and the results of their opctllions and 
their cash flows for each of the years tn I he lhtee·yur p<riod ended December 31,2017, in oonformily "'ith accoun11ng princrples aentrolly accepltd in 1he United Slates of America. Also io our opinion, the 
Company ma1ntaintd. in all mal erial rtsptcts, cO"«:tive internal contt~ ovt-r financial reponing as of Oeee1nbc:r 11, 2017, based on criteria cttabh5hed in lmtmol (',»uro/.Jm~gralttl FrmJt~'HOI'k. (1013) 
issued by COSO 

Oasis for 0 11fnion 

The Company's managcmcm is responsible ror these consolidMed financial statementS, ror maintaining etreetive intem3l control over financial reponing, and ror its asses.•mtent of the effectiveness of 
intr rnal control over financinl reponing, included in the accompanying Manageme-nt's Rep011 on Internal Control Over Financial Reponing Our rCSJ)Onsibility is to express an opinion on the Company's 
consolidated financial 5UUements and an opinion on the Company's internal control over financial reporting based on our Audits We: are a public accounting finn registered. with the Public Company 
Accounting Ovtl'$ight Board (United States) (" I'Ct\OB") and arc required to be independent with rcsp<el tO the Company In aceordane< wi1h the US ftderal securities laws and lhe applicable rules and 
regulation• of the Securilies •nd Exchan~c Commission and the PCAOB 

We conduct<.'<l our audits in accordance with 1he standards of the PCAOB Those standards require 1hat we plan and perfonn the audits to obtain reasonable assuranccabout whether the consolidated financial 
suntments are free ofnuurrial musta1emc:nt. whether due to error or fraud. and whether eiTective internal control ovrr financial reporting was m:untained in all material respectS 

Our audils of the con soh dated nnanc.al statements intludtd performing procedures lO assess 1he risks of material mintatemenl of 1he consolidated financial statements. whether due 10 error or fraud) and 
~rfonning procedures that rtSJ)()nd to those risks Such proctdures •ncluded examining, on a test basis. evidence reg.ardlnJ the amoun1s and disclosures 1n lhe consolidated financial statemenl.! Our audits 
also included C\·aluaung tht accounting pnnc1plt"S used and significant esumatt.s: made by management. as \\til u eva!uaung &he oHnll pr($tn1auon or the consolidated financial statements Our audu or 
internal control 0\·er financial re:porting includtd obtaimng an understanding or inlemal conlfOI m·cr financial repontng. tsstssing the nsk 1ha1 a ma1erial wealness exists, and testing and evaluating 1he 
design and opcnung etTC"C'CI\ enb.s or mtcmal control based on the assessed risk Our audits also included perf"orming such Other proctdUitS as \\t eons•dettd n~SSIJ) tn the circumstancu We belit'\·e that 
our aud1ts prO\ide a rusonable baSis for out op1nions 

Otlinition and U mluu ions o ( hutrnal Control 0Hr Financial Rtpon i ng: 

A compa.ny"s 1ntcrnal control 0\U financial reporunlt is a rroa:ss dnigne:d to pRJ\ide reuonablt assura.nce: rcgvdmg the reliabiht) o( financ1al rqJOrt.ang and lhe pnpannon of financial statcmenls for 
t'<ttrn.al purpo~C'S in accordance \\lth senerally accepted accounting principles. A company•s iniC'ma.l tonlrol O\ er fina.nc:ial reponing1ndudel lhtnt polict.J and procedure.s chat {1) pertain to the ma.inltn:lnct 
of recO<d> lha~ an roasonable dcuul, accurate!) and faarly rcflccl the lnnS<Ictions and dispositions of the ass<U of the tampany, (2) prO\rdc reasonable assuranct that ttansactions arc rccordtd IS n<eesSII} to 
permil prrrarauon or financial stattmcnts m accord.&nce with genera.Uy accepted accounting pnnciplt$, and that re<etplS and e\ptmilturt's or the compan)· are being made only •n accOf'danee: ¥rUh 
authorintions of manag<menl and d11ectors of the company, and (3) provid< reasonable assurance regard••& prC\·<ntton or ttmtly dttcctJOO of unauthoriztd acquiSition, usc, 0< d;sposuioo of the company's 
assets th:n could have a mattrial cfftct on the financial statements 

Chtsap<ale Utihuts Corponuon 2017 Form 10-K Page 54 
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Bc:nulc: or It$ Inherent hm•tauons, intanal control m·c:r financial reporting may not prC\·cnt or dctc<:t m1S$lltcmtnts Also, prOJf'Ctlons or any e .. ·aluataon or c:fftcthc:nc:ss to furure periods are subjett to the 
risk that controls may become &nadequ~le because of changes in conditions~ or th11 the degree of compliance ",th the poliCieS or procedures ma) deteriorate 

s Baku Ijl!y \'jrcbow Kmusc LlP 

We ba\c Kf'·cd as the Compan~t"s auduor sa nee 2007 

Pholaddplua. Ptnnsylnnoa 
February 28. 2018 
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,.,.,~,, n""l'f ~..tnJ.,.Iptrtlwti'J,.,ttiJ 

Optnlin~ Rt'\tnut-t 

Regulaced Energ)' 
Unr<golaled En<rl!)l 
Other bus•ntss.t:s and t-llm1nat1ons 

Tocal operatiny rt\tnu~s 
OllC'Uiing [li'Jtruu 

Regul11ed Eneri!Y cos1 of sales 
Unrc!lulatcd Encrg)' and other COSI of sales 
Opcrauons 

Maintenance 
G:1in from a seull:rntnt 
DcJuec-ia1ion and nmoniz.ation 
Other ta,cs 

To1al opera1inllcxpcnses 

011trnting lntOIIl( 

Other (cxpcn>c) 1ncome, ncl 

Interest charl'cs 
lncomt nrrort lncomt Tas:u 

Income li'(C$ 

Ntl lncomt 

\\ tightrd A\rtagt Common Sharts Outnanding: 

BUIC 

Dolu1ed 
E•rnings Per Sharr or Common StCKk: 

8as1c 
Oololcd 

Cash Ohidrnds l>rtlal'td Ptr Shtrf' of Common Stock 

ChC>OpcaJ.e Uuli11es C011>0111ion 2017 Form 10-K l'age 56 

Chenptakt l:tilitits Corporation and Sub•ii.lltrits: 

Cod.sol.idattd Stattmtnls or lncomt 

s 

$ 

s 
s 
s 

Page 64 of 120 

for tbt Yrar E.ndt'd O«:tmbrr lt. 

2017 2016 2015 

326,310 305,689 s 301,902 

324.~95 201.n8 162,108 

(33.322) (10,607) (4.766) 

617.~8) 498,860 459,244 

118.769 109,609 122,814 

219.145 128,434 97,228 

127,571 117,571 107,562 

12,701 12.391 11 .803 

(130) (130) ( 1.500) 

36,599 32.159 29.972 

17,085 14,730 13.607 

~31.740 414,764 381,486 

8M43 84,096 77.758 

(765) (441) 293 

12,645 10,639 10,006 

72,433 73,016 68,045 

14,309 28.341 26,905 

53.124 $ 44,675 41, 140 

16.336,789 15,570,539 15,09442) 

16.JSJ.J~2 15,613,091 15,143,373 

3·.~· $ 237 s 273 

3.~5 $ 236 s 272 

1.2100 s 11025 s 11325 
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rabh,: of ( rots 1\_: 

ChrnJKakr Utililif'J Corpor:ation and SubsidiariH 

Consolidattd StatrmtnU or ComprthC'nJh t ln(Omt 

,.,.,...--.~,, 

Ntl lntomt s 
Olhtr Com)lrthtnJi\t lntomr (Lou), nt'l or In: 

DnpiO)« Benefits, net oru\ 
Amonozauon or prior sono<e CO\~ nct orux orS(JI), $(29) and $(21), resp«tivcly 
Nct ~aon, net orta. orS432, $178, and $73, rcsp«tivcly 

Cash Flow lled~cs, net ortn 

1017 

Page 65 of 120 

For tht \ 'ur Endtd Dtetmber ll. 

1016 

58,114 s 

(46) 

66) 

44,675 s 

(48) 

268 

lOIS 

41,140 

(40) 

103 

(II) Unrcah>cd (loss)igaon on cornmodlly contract cash flow hedges, net orux or S(S), $496 and S( I 50), r<Spccu,ely --------'~'­ 742 (227) 

Toul Other ComprehenSive Income (Loss) 606 962 (164) 

Coml)rthrnsh·r lncomr s 58,730 45,637 40,976 

71tt accomp<m)'lll$ notes are tm mtexra/J)t{lfl oftltc jimJncml J.IUI.:m('lll''· 
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(I" IJifJH$(INI/,, ,-x('/'1 J,.w,,, n~;J I"'' Jhfu' lkttl} 

Pror>trl)\ PhlnC 11nd EquiJ)mtnl 

Regulated Energy 
Unregulated En.rgy 
Other bu.smc.ues and climinauons 

Tocal prop<ny, pbntand eqwpment 
less Accumulated depreciation and arnoru.uuon 
Plus C'onilructJOII "'Oft in progress 
:'\C1 rropeny, plant and equipment 

Curf"tnt Asnu 
Cuh tnd c:ash equivalentS 

Chesapc'akt Ulililitt Corpon 1ion and Subsidia r-i" 

Consolidattd Dalanct Shrttt 

Accounts receivable (less allo•.ancc fos uncollcctsble occounts of $936 and S909, respocu><ly) 
Accrued revenue 

rmpane inventory, at 3\'erage cost 
0 1her invcnto1y, at average co:H 
Rcttulatory assets 
Ston~c gas prepayments 
Income taxes receivable 

Prepasd ••pens<> 
Dnh·au\·e assets., at (air vaJuc 

Othtr eurrtnl assets 

Total current uscu 
Otftrrtd Ch1rgrs and Ochtr As.stU 

Good";n 
Other 1n1ang1blc au~u. ne1 
fnvestments, at fair value 

Regulatoty assets 
Receivables and other deferred chafltCS 

l otal dcrerred charges and Olhcr asstts 

TotaiAsnu 

Chesap<akeUtihues ('orpcntion ~017 Form IO.K P~e ~S 

IM accompanymg not-.·:, cutt tm mt.:J[rll/f)(lr/ nfthe jitk.mcml.,tatemc•nh 

2017 

s 

Page 66 of 120 

AJororurubt'rll. 

20 t6 

1.073,736 9S7,681 

210.682 1%,800 
27,699 21,114 

1,312,117 1,11S,S9S 
(270,599) (24S.207) 

-~.509 S6,276 

1,116,027 986,()64 

M14 4,178 

77,223 62,803 

22.279 16,986 

8,324 6,4$7 

12,022 4,S76 

10,930 7,694 

~.2~0 S,484 

1~.778 22,888 

13,621 6,792 

1.286 823 
7.260 2,470 

17S,5&7 141,1SI 

22,104 IS,070 

4,686 1,843 

6.7~6 4,902 

75,575 76,803 

3,699 2 786 

112.820 101,404 

l,4t 7.~34 1,229,219 
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C1nitaliucinn •nrll.iabilit if't 

,,.~•n, .. ,...._.,J ... II"'"'..,.,Jtrldi 

Capillliucion 
Stockhold<rs' <qutty 

Cht:SIJM:ikf' t:tiJitits Corporacion and SubJidiariu 

Consolidaled Balln(t ShtttJ 

Prtf<md stock, rar volue SO OJ p<r shore (luthorized 2,000,000 shares). no shares is.sued and ouuw.ding 
Common Stock. par value SO 4867 p<r share (authorized SO,OOO,OOO shares) 
AddtllOnll patd·tn copuol 

Rnaintd eamang; 
Accumulated other comprthet'l~vt lOS$ 
Deferred compenSAllon obliwuion 
Treasul)' stock 

Total stockholders' equity 

long-term debt. net or current mahlriucs 
Total capitalization 

Currrnl Ll:thililirJ 
Current ponion oflong-term debt 
Shon-tenn boarowin~ 

Accounts payable 
Customer deposits and refunds 
Acc:n1td inu:rcst 
Dividends payable 
AccruC"d tocnpcnsauon 

Regulatol)' llabthllc' 
Dt"rivalJ\o·t hab1IILIU, at faar "alue 
Other ltcl\led liobthli<J 

Total eurrentllabihuu 
Otftrrtd Crt'd iU and Othtr l..iabllalttS 

Ikferrtd tncomc 1&.\CS 

Rq,'\llatOI)' habtllues 

Enmonmental habihll<> 
Other pension ond benefit costs 
Deferred 1n"e.)tment U'< erechts and othcr liabiliucs 

Toto! def<rrtd eredus and other liobihties 
Envi.ronmauaJ and mher commitments and contingencies (Note 19 and 20) 

Tocal C•pita1iza1ion and l .iabUiti~s 

nw (ICCOmpall)'utg IKH~S ur~ 1111 lll fi!Jtfll/ purl of t/tt• fint.tnC m/ 'ldl~"lt'lih 

s 

s 
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A.s ofO«t:nsbtr 31. 

2017 2016 

7,955 7,935 

253.~70 250,961 

219,141 192,062 

(4,272) (4.878) 

3.J95 2,416 

(3,395) (2,416) 

486,29~ 446,086 
197,395 136,954 

683,689 583.040 

9,421 12,0'19 

250.969 209.871 
H,G88 56.93S 

34,751 29,238 

1,7H 1,3 12 
5,312 4,973 

13,112 10,496 

6,485 1,291 

6,247 173 
10.273 7,063 

41),000 334,051 

IJ5.8SO 212,89-1 

140.978 43,064 

8,263 8,S92 

29,699 32.828 

5.955 4,1SO 

320.745 312,128 

1.41 7.434 s 1,229,219 
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Operutinx Ac1i•·ir;u 

Ncllnco.ne 

AdJW:tml!'nlS 10 «"Concile net mcomc to net opcr.Wn& nsh 
O<pr«oauon and_,..., .. 
l'Xpr«l&tJOn and ac:ereuon wludc:d sn opc:rallonJ c'pmsc:s 

OtfC1'TN 511CCXDC' ta..'U:S~ net 

Ruhttd {pin) loss oo We or JU::l$. mn~stn~ts 

Unre~lu~cod (pn) lo$S on tm"CstnltnlJ;«lmmoJit\ contracts 

Emplo, cc bc-ndiu and comp:ns:atton 

Slwt·boscd compc1>S.1llon 

Other. net 

Chanics m IS$ClS and ltnbaltuc.s 

Accmulls r«tl\·ablc and IC(.NC:d re' cn~Jc 

Propane 11\\Cntory. storage gas and 01hcr 11\\'CntOI)' 

Regulatory :wcwtiabthtJcs, ntl 

Prcp:ud c'pc:nscs and othc:r cwttntaneu 

Accounl$ ~·able and other accrued habthucs 

lnt<Wne t&'-Ct rtecrnbk (pa\"J:bJc) 

CoSIOonerd<posoiJ>ndn:r­

A<<Nt<l<ompmsalJOO 

().ha asxcs and liDhtics. oct 

!\ct U'-h pi'O\adtd b) optnbQi Xtl\tlJO: 

'"''~''"'X At'ln·ilin 
Ptopcrh. pJa:nt and cqu1pmenl cxpcndttures 

ProcccJs from .sale of aS$clS 

At'l"'~lttons. nct or cash ~qutred 

Em trontncmaJ c\pcnduures 

Net cllsh u~ m ln\'C$tins aetJ\'ihes 

Fimmdng At-<fia·itia 

Commoo StOCl dt' tdcnds 

l1.~uance of st«k for Ot\ ldcnd Rcln' estmttu Plan 

Proc:ctJs from LStuantc of common seocL. nc:t or t:\J'IC'nMJ 

Tn \UI.h.hold:tn& P'l' meats rdatcd to txt JtUk-d aciOCl. corn;cn~lton 

Ch..anat: tn cash 0\ i!'rdrans due to outmndtftl ch«l.s 

Set""""'""' lllldcrlol>eormdot ogccmcnts 

Proceed. fiom muaoxc oflong-t<m1 debt 

Rc:p;aynu:nt orlon.s·tcrm debt and e-o.pctallcllJC' obhaacaon 

Net CASh pto-. tded b~ finMcmg atll\ tltcs 

Nd lnufii.U (fJn•uMe) in Cush 111rtl Cmlr Equiw.tll'nh 

('uJit 1md Cu.\'lt EquiwJI~nt'- /JeginniiiX t![ P4'rirxl 

Ctnh tmd C1•1lt l;"qui,•u,:ms - Em/ r{ Period 

Chuap<alc t;ulitoes Corporation 2017 fonn IO.K P•11• 60 

Chesapukr lflililits Corponhon and Sub,-idlariu 

Co•uolid:utd Suurmtnu ofC;uh Flows 

101 7 

58.1~ 

36.599 

!,Jl! 

11,085 

),179 

(1.001) 

1.577 

2,190 

(7501 

(19.500) 

(9,036) 

(2~5) 

(7,001) 

15.596 

8.110 

~.SIJ 

l.43S 

(2.645) 

110.~ 

(175.Jl9) 

708 

(11,9-151 

(329) 

(186,895) 

(19.928) 

89 

(10) 

(691) 

t.na 
J9.JJ3 

69,807 

(11,100) 

78.2-ll 

1,J.J6 

4 ,178 

5.6 14 

71tt: accontpmf}'lllg notes are au mtrs:ral pari (if t/t(> fimmcurl ;fUift•mtm.\, 

Page 68 of 120 

.~or 1hr Yur £1\tl~d 1Hcrmbtr31, 

2016 

4-1.67$ 

l2.1SV 

7.3:!4 

)1.1.\i 

(>'/5 

133;) 

1.887 

2.367 

(79) 

(27.013) 

(2,53 1) 

(7..123) 

(1.381) 

19.599 

l.Jl,Ct 

2.0f•5 

JSX 

(I ~03) 

1~.141 

(169.361) 

17J 

(3$0) 

(170.037) 

(17.482) 

811 

57.360 

(770) 

3.920 

32.$26 

(9.146) 

f0,ll9 

1.323 

2,855 

4.17X 

lOI S 

41.140 

29.972 

6.971 

20.520 

(3JO) 

96 

1.235 

1.937 

47 

17.()')7 

J.S27 

3.MK1 

(7S9) 

( 11.324) 

(J\167) 

1,976 

(HI) 

(3.9721 

IU.UIS 

(143,59'!) 

lloJ 

(l0.'1311) 

(174) 

(IG4.539) 

(592) 

HIO 

12.171 

(10.820) 

5$ 105 

(1.719) 

J,$74 
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Che".S-tptakt l11iHiit.s Corporal ion and ubJidiarit.s 

Consolida t<d Stattmtntt or Sto<kholdrr>' E<1uit) 

c--s-"• 
'"~ ..... ....... --4 ._, 

"' .... , .... ~ ....... (_...,_.,u .,., ..... T....., 
,.,......._onrt...tr...u.-1,_.,_,~ 

.... _ 
, .... ....... ,_.,.:. ._ ,_.-u ... -

S.l~ tll~'-'rJI,ltl" .... '11."11 -.... 1!4-qt Ul.J11 c~··, 1,19 (1.1!1) 

.... ...._ • U.O 

(lt.llctV1111f'I .. •UI-o fll•··· 
0.•"-'~•d•••hSII\l~rct.,.,l 117l:Jl 

~btcmallM\ll"f.II"-'MI~iokllrfmM~IIIIIInfrt- •l~,, 21 121-4 

OaiNIIoto11141.._,,,_. , .. ... "' .... "'. $~~10 m 2'H76 

S"-~.t-d"~' II_,C.,:t-t-'1 ,...., .. ~.10..1 ;u , .. , 
T!c.to_, """"•""IK• "" l6l.5J 

S.l .,.lff :i~tiHtt .. htrJI, lti.C. lkl"tl-'~' , • ..Ul ·~JIJ Jr..\,1J~ (~140) 1,110 (I .,IIlli) 

~clac•"" .a..t6U 

tllhf1 t('lfljWI5hc.tii~OI,...~!IM 
.., 

Oni..ten.kilt..lwtdiSil:IU,f)ff.....,,. (l ll .... lt) 

fte1wot~t~tn.1 .., ,,., J'l•" .Ill-'" lik•lol llhl~t•ll'fltnl ,.,..,. l&.lSl 17 !.2l! 

~to.lll.l·-··· ........ ... , ,.,.,, 
~~~wtflj.JCII'lott~llldlall:bel•fil aoiJI J6.<'1H •• I. HI 

fr ... •w••.,.\•11\jll«.'l' "' (i'H 

llahtl\t•I~"" ....... J I, llll4\ 16.JIIJ,.&')t ;,.ns l!lt.Wi. 111J.f<N (.&,11711) l,.n• n:..-1&) 

Ncti"'-M~• '1.11.1 

0U.f l,.(lnl,j'I',.Mtl .. ~• .......... ""' 
o.~~--I..,...J\Sil_, pn..,._l tll o.&~l 

O.l.Jc...lmtl"or.* ... t,.t.. 10.711 '"' 
S"Mlu-~ (10) 

~......,_ ............. " ... •xn " "'-' ,,..... .... , .. """'-' ... ..,. 
.... _...,o..c-twtJI_ )Ill 16.J-4-I..u! .... __. mro ~ ... , <U'l> ..... O..JtSJ 

l ,UWJ,UJ .... ,ttlJ'ft(mcoJ •1lll.la1 S.llll JW ,.._ rcr .....,.lA\c t-o..._o-cd No~ .. ,--c ~ "--'• arc~ ~obnfl' au....-...-...... ..... l'ftft ~a.ildN •llw '\l.ate~nn~tsolSa..d:bolJcu· £.-n 

1a.'-tn9u,9bl 16.,7tS_.1\,"I.,nal~ 11 Nl1. l016.J !o.itS.f"OI'C'CM-d' lrdoJ .. aR.Il-hTfllllln:bW\Jtl) .. ~(MIIfl)r(n,~t..,...._..,_ 

T"'J 

-.w 
·RUt 

(I "'I 

(l'.lll) 

UJ! 

H-1'-~ 

'·"" 
J!l,UII 

""'''' 
"'' 

(li,J,£11) 

l ,.z.u 

S7,JW 

1,!57 

....... 
!ti.IU ... 
(li,O-IS) 

"' 
(It) 

1,;"91 

-
(lit~ 1~ lUI~ \\c ~,..,-ktni•""""~"Unlltf ••fi60.-'~"' ._., ot .. ~~- • p1U: f<1 Jihaft'ol Si·l !~ Tlw .- ~..S. (1am1br ..S.: .,,,....,.. ~,.,, al'u ~~ ~ntl~ ~1<0$ud ~ -ac 
..,..(t'l:•atchU74rroilbafl 

lta.""-baii'II!Wih•f"f fohMcC p.JWJ r.-.. J,tt\.lol"fll ~ 

The llhlrul'..J..Ja lbt\J<..,••~ntl(l/ "l'llr'" \\11h.hc-klfot mtpki\«U.'\a. hlf 1017, 2ol6and ~IS \\C wsthbtl..t ICJ;&f, 1~.1111 ad J:(.!tJ flharn t..-"f"'"11\ch f<t~ '"e-. 
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Notu to the Consolidated financial Sutemtnts 

1. 0RCANIZATION A.'D BASIS or PRESt:<TATION 

Chcsapc.1ke Ut~li1ies. incorporated in 19-17 in Deh\\~'llrt, is n d1versifitd energy company enga,Hed in rCle\ll:ucd and unregulated energy businesscJ 

Our resulated energy husiness.ts COI\ii:ittt of {3) rc15ulated natuml gas distribution operations in tf!'ntral and southern Delaware, Maryland's eastern 11hore and Florida. (b) regulated natural yas transmission 

operations on the Delmarva l)eninsula. in Pennsylvania and in }~lorida. and (c) regulated electric dis:uibution operations scrvin"' customers in nonheast and nonhwcst Florida 

Our unregulated tnergy businesses prirntully anclude (II) propane distribution operations 1n Dehn~,-are, .Maryland, the eastern shore of V1rgm•a. ~Qlltht-astem l)ennsylvania and Florida. (b) our nauual ~as 

marketinK ot)CtaUon providing natural gas JOpplies dn·ectJ) to commercial a.nd industrial customers in Florida, Delaware, Maryland, Ohio and other statts. (e) our natural gas supply, gathering and processing 

op<rauon in central and <aStern Ohio. and (d) our CliP plant in Florida lhat generates electricity and Stram 

Our consolidated financial statcmenls Jnc:ludc the accounts or Chesapeake l.itilities and its "holly-.owned subs.idtaneJ \\'e do not have any ownetih•p antcnit tn mvC$tments accounted for IJStng the equuy 

method or any antc:rest in a variable interest enttly All tntcrcompany accounts and transactionJ ha\·e b«n clttnmatcd tn consolidation \Ve have asscned and.. if apphc.ablc~ reponed on subsequent e\·ents 
through the cbtc of issuance of these consolidated linanctal statement$ 

Wo recluStfied <<fUm amounts in the coruolodated Slll<mcnl of cash Oows (O< lhe yHn ended D«omb<r) I, 2016 and 2015 to conform 10 the current )ear's p«>cntatoon 

2. SIJ\1\IARY OF SIC:<tnCANT ACCOtr.\'TI~C POLICIES 

Use fJ/ EJrimlltts 

The preparation of the consolidated fintmcial statements m corlfonnity with GAAP requites manal'erncnt to make estimates in mea5uring assets and habrhtics and related revenues and expenses These 

t'Stinuucs mvolve judgments with respect to, among other thinKs. various future economic factors that ~tre difficult to predict and are beyond our control, therefore, acttntl results could differ from these 

tstimat~s J\s additional infonnation becomes available, or actual amounts are detcm1ined. recorded c~umatcs are revised Consequently, operating results can be affected by revisions to prior accounting 

('Shmates 

llrt~pUf)', Pfm,l uml E.quipml!lll 

rropc-n)' plant and equipment are stated at original cost leu accumulattd dep~-iatjon or fair '·alue. rftmparred Cos.u include direct labor, materraf' and thard·rany construe-lion contractor costs. AFUOC, 

and ctnain tndsrcc:t costs rdated to equipment and tmpiO)·ec.s cng.agecf in consli\ICtion The eosts of repaars tnd mtnor rcplacemwtS art charged to exptonsc: a.s a named. and the CO$tS of maJor rCftt\\&ts and 

bcncnnents are capttaliud Upon ft'ltr~Cflt or dispos111on or propeny "ithin lht rebou1il!ed busaneues.. 1he w,.&Jn or loss. net of salvage \·alue. is char.rtd 10 accumulaced depreciation Upon rt1iremcnt or 

dispos;uon or ptoptfly owned by the unreaulattd busmt.UC'$. the gam or loss.. nd of sah ·~e \·alue. IS chaJKed 10 Income A $Ummaty of pr~) I plan I and equtpmc-nl by dass.ification as of December ll , 

1017 and 2016 os pro.,ded on lh< foii0\\1DtPable 
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,,.,_,...'l;flff/,1 
Property, plant and <qurpment 

Reguloted Enefg) 

~atuf'll gas dt~tnbuoon -Delmar\ a Peninsula 
Katur11 gas drstnbuuon Aorido 

Natural gas transmiSJton - Ott marva 
Naturall'u transmass•on - florida 
Electric drstnbutron- flondo 

Unre~ulatod l:n<f'g)' 

Propane da~tribuuon Delma I\ a P(ninsula 
Proponc drstribution Florida 

Other unrcg:ulated natural gas srrviccs- Ohio 
('Iff> · Florida 

Other unregulated energy 

Other 

Tollll property, plant and equipment 

Less. Accumulated dcpreciftlion and amoniuuon 

Plus· Constnaction wo1k in pro~ress 
Net prOJ)t'fty, plant and equipmem 

('oumhuumH or A(/~ 'til'''''·\ 111 A~el ufC 'nmlflt(/I<Ht 

s 

Page 71 of 120 

Notes to the Con.solidared Financial Statements 

As of Dtumbt.r 31. 

2017 2016 

l3Us.l s 220,083 

354.495 331,281 

357,l64 28S,746 

27.096 21,018 

IOO,l27 93,SS3 

79,139 7J,686 

29.038 26,359 

66,037 61,383 

35.239 35,237 

1,229 13S 

17,699 21,114 

1,312,117 1,115,595 

(270,599) (245,207) 

84,509 56,276 

1,126,027 986.664 

Customer contnbutions or advances in atd of construction reduce propc:ny. plant and equipment. unless the amounts arc rcfund:.,blc: to cu\:tOmers Contributions or advances may be refundable to customers 
aRer a number of years based on the amount of revmues generattd from the customers or lhe duration of the service provided to the cu.stomc1S Refundable contribuuons or advances are r((:ordt:d initially as 
habilrlltS The 1moonu that are decennincd 10 be non-refundable reduce propeny, plant and equipment at the llme of such detcrmrnntion During the )<ars ended Decemb<r 31,2017, 2016 and 2015, there 
Mre S2 I milhon, Sl 0 millron ond Sl 7 million, respectrvtly, of non-refundable contnbutions or advane<s thot reduced propen~. plant and equopment 

AlltMUitc.:t• jw Fuu.b u,~(/ /),rill): Coto/rut/1011 

Some of lht addr~ons to our ret~ulatcd pn>peny, plant and <quipment in<lude AFUDC, 10ohrch represents the osllmattd cost o( fund!. from both debt 1nd equrl) sources, used to finance the conStruction of 
maJor prOJects AFUDC rs eapit>litcd on the 1pplicable rote base for rare making pu-s "hen the completed prOJe<IS arc placed on se"'rce During the )e>" ended December 31, 2017 2016 and 201S, 
AfUOC. Yth1ch \\U rcfl('Cted u a reduC"tion ofanttrrst charges. was ncx material 

AWIJ ('\l"JIIII-LWc.'~ 

Propcny, plant and equopment for the flonda natural gas U'lllsmission operation induded Sl 4 moll ron of asseu, at D«<mber 31, 2017 and 2016, consisung pnmanly of mains, measuring equipmmt 1nd 
rogulation muon <qurpment used b) Penon<ula Prpelrne to prt>\"ide n.tiUral gas uarumrssron semce pu~t to 1 contract "''h 1 thord pany Tlus conuaa is accounted for as an operating fuse due to the 
e'<(lusi\·e use: or the u.scu by the cus1omcr The urvlce und~r thas connct commenced 1n January 2009 and gC"ntntcs $264.000 •n annual rt\rnuc for a 26-)ear ttrm Accumulated depreciation for theft 
asseu toealod S65l,OOO and $~80,000 at December 31, 2017 and 2016, respect~vdy 
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Notes to the Consol1dated F1nanc1aJ St~tcmenu 

(•cqJIIal L.:n~ AJ.\1'1 

Propeny, plant and equopmeru for our D<lma"a Penon!!Jia na~unl gas dostnbution opcnotion ondu<kd a <apotallnse asset of S2 0 mol loon and Sl 4 molloon, ner of accumulated amoruzation,., D<eember 31 , 
2017and 2016. reJpe<tovely, rclared 10 Sandi" pets eapwry, suptlly and operating agreemenl The original farr •alue oftlu• UStl \\>S S7 I moll ion See 1':ore 20, Orlwr Comnui,.IIIS mill Cototmgtncrts, for 
addouonal onformouon ·\1 O.ccmber l I, 2017and 2016, accumulared amortization for this copotallnse asstt \\asS~ 1 mol loon and $3 1 molloon, r<5p<CU'Oiy For lh< yars ended D<eember 31, 2017, 2016 
and 201S, \\e recorded Sl 4 mil loon, $1 4 mol loon and Sl 3 mil loon. respectively, io amortizalloo ofthos eapoulltase asset, whoch \\&Stncluded in our f'ueltOSI ~ery mechanisms 

Jomtf) ""' n<J Po{'<' IIIK 

Propeny, planr and equopment for our Florida narural gas transmissioo opcnotion also included $67 milhon of as..u, 11 D<eember 31 , 2017 and 2016, which consim of the 16-mile pipeline from lhe 
DuvaFNusau Counry line 10 Ameloa Island in Nassau Count)'. Florida, joindy 0\\1led b) Peninsula Pipehne and Peoples Gas The amounr included in pt'OPO<T)', planr and equipmenr repreoenrs Pcnonsula 
Popelones 4S-perecnr 0\\nenhop of rhos popelone Each pany was responsible for financing irs poruon of the j01ndy-owned popelone Thos 16-mile ptpehne was placed tn service in D<ecmber 2012 
Accumulated deprectatoon fO< this ptpelineroraled Sl 3 million and Sl 0 million, at December 31, 2017aod 2016, rcspeeto\eh• 

We periodically evaluate "'hether events or circumstances have occurred, whkh indicate thai other lon_g·li\'ed assets may not be fully recoverable The dettnnination of whe!her an impairment has occurred 
is based on an estimate of und,scoonted future cash flows anribU1able to the 3$SCl. compared to the carrying value of the uset When iuCh tven1S or circumstances are present, we record an impairment loss 
equal to the C~Cccss of the assel's carrying value over its fair value, i( any 

In ~1ay 20 IS. \ \<C: entered into 11 settlement a~rcement with a vcndot re1ated to the implementation of a C\1~ton1cr bilhng system l)ur:suant to the agrcenttnt, we received S 1.5 million in cash. which is reflected 
as "Gain from a sculemc:nt" in the accompanying consolidated statements of income. 1n May 2016. we received an add1uonal S6SO,OOO in eash, however, retention of this amount is contingent upon 
cngoginllrhis vendor 10 provide ogoccd-upon services rhroogh May 2020 

J)efJrecilltion uml Accretitm f,dutlrtl i;r Op~rutimrs f.\'fJCn,\·es 

We compute deprcc1Ation expense ror oor regulatr:d operations by appl)•ing composite.- annual tates. as appro,·cd by the rcsf)Cctivc rcguhuory bodie1 1"hc following 11lble shows the avcl'ige deprec•ation rates 
used forregularcd opcrarions durinll rhe yurs ended Dceember 31, 2017, 2016 and 2015 

NaturaJ gas distribution - Oelrnarva Jlenmtula 
Natural gas d"tnbutoon - Florida 
Narural 131 tran.sm1U10n - Delmar\'& Pemnsult 
Natura.l ga.s tn.n1m1s.saon - florida 
Elcctnt do>lrtbullon Flondo 

2017 
2.S•;. 

2.9•t. 

2.8% 
l.~% 

l . ..&~. 

2016 2015 

2 s~~ 24~. 

2~,. 2.'1'-l 
2 ,.. 2 '~'~• 

3~· 4 0',. 

1 s•• 3 s.,. 
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For our unrtgulated operations, we compute dcpre<:ia~ion e.~pense on a straight·line basis over the following estimated uscf\11 fives of the assets. 

A\.-..coiOciot'rh•ll(tn 

PI'Opane distribunon mains 
Propane bulk plants and tanks 

Propane equipment 
Meters and meter installations 
Measuring and regulating station equipment 

NaHatal gas pipelines 
Natural gas right of ways 

CHI' plant 
Natural gas processing equipment 
Office f\1mimre and equipment 
Transportation equipment 

Slr\JCUJres and improvements 
Other 
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Norcs to the Consolidated Financial Statements 

Useful L1fe 

10-37 years 
10-40 years 

5·33 years 

5-33 yean 
5-37 ye~rs 

45 year> 
Perpetual 
30 yean~ 

20-25 years 
3-10 years 

4·20 years 

5-45 years 
Variouli 

We report eenain depreciation and accretion in operations expense, rather than as a depreciation and amonizarion expense. in the accompanying consolidated statements of inc.ome in accordanc.e with 
industry practice and regulatory requirements Oeprecialion and accretion included in operations expense consists of the accretion of the costs of removal for future retirements of utility assets, vehicle 
depreciation, computer software and hardware depreciation, and other minor amounts of depreciation expense For the years ended December 31, 2017, 2016 and 2015, we reponed SS.I million. S7.3 million 
and S7 0 million, respectively, or depreciation and accretion in operations eJCpenses 

R~gulatl!tl Opermiom· 
We account for our regulated operations in accordance with ASC TOJ)ic 980, Re1_:uluted Opemnons, which includes a<:CO\lnting principles tOr companies whose rates are detcnnincd by inde-pendent third­
party regulators When setting rates, rcgulatoi'S onen make decisions. the economics of which rcqui1e companies to defer costs or revenues in diff~rent periods than may be appropriate for unregulated 
enterprises. When this situation occurs. a regulated company defers the associated co-sts as regulatory assets on the balance sheet a.nd records them as expense on the income statement as it collects reve-nues. 
Funhcr, regulators can also impose liabilities upon a regulated company, for amount.s previously collected from customers and for recovery of costs that arc expected to be incurred in the future, as 
regulatory liabilities. If we were required to terminate the application of these regulato1y provisions to our rC"gulated operations, an such deferred amounts would be recognized in the statement of income at 
that time, whieh could have a material impact on Otlr financial position. res:ults ofoperatjons and cash flows. 

We monilor our regulatory and C()nlpetitive environmen(S to dcte1mine whether the recovery of our regulatory assets cominucs tO be probable. If we were to determine that recovery of these assetS is no 
longer' probable, we would write oO' the assets against camings. We believe that the provisions of ASC Topic 980, Regu/(Jtcd O,~emtlr:m,, continue to apJ)Iy to our regulated operations and that the recovery 

of our regulatory assets is probable 

Rel'tnue Reco;:nition 
Revenues for our natural gas and electric di$tribution operations are based on rates 3J>proved by the PSC in tach state in which they OJ)erate. Eastern Shore's revenues are based on rates approved by the 
FERC_ Customers· base rates rna)' not be changed without fonnal approval by these commissions. The PSCs, however, have authorized our regulated operations to negotiate rates, based on approved 
methodologies, with customers that have competitive alternatives The FERC has also authorized Eastern Shote w negotiate rates above or below the FERC·approved maximum rates, which customers can 

elect as an alternative to negotiated rates 

For regulated deliveries of naturaJ gas and clcetricicy, we read me1ers and bill customers on monthly cycles that do not coincide with the aecounung periods used for financial reponing purposes We accme 
unbilled revenues for naturat gas and electricity that have been delivered, but not yet billed, at the end of an accOtmting period to the Cl(tc.nt that they do nos coincide. We estimate the amount of the unbilled 
revenue by jurisdic1ion and customer class A similar computation is made to accrue unbilled revenues for propane etiStomers with meters and natural gas marketing customers, whose billing cydes do not 

coincide with our a-ccounting periods 
Our Ohio naturaJ gas supply opera1ion recognizes revenues based on actual volumes of natural gas shipped using contractu a) rates. which are based upon index prices that are published mon,hly. 
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Our natural gas matltung operauon T<COIJIIZ<S revenue b&S<d on the •olumc or natural gas dtlovcred 10 itS tustOft\<t'S 

The propane wholesale mark:ct.Jng orcration rtcOrds trading l<lt\'lly for open contracts on a net mark·to-marlct ba.sa 1n ourc:onsolidattd statemtnts or income For propane bulk dclivU) customers w1thoot 

meters. \\<C rtcord revenue in the period the productS are dchvcred and!or services arc rcndcrtd 

Eight flaHs records revenues based on the amount of tlec:tticity and steam generated and sold toils customers 

All of our natural gas and electric d1Mnbution operations. excc1u for two utilities that do not sell narural gas to cnd·use customers a.s a rcsuh or deregulation, have rue I eost recovery mechanisms These 

mechamsms prcwide • method of adjusun» the balling rates to reOect changes in the cost of purchased fuel The dafT <renee bet"een lhe current con of fuel purchaocd and the cost of fuel rcc01<cred in billed 

ratts ls deferr«t and accounted for as enhcr unrecovered fuel cost or amounts p1yable to customers GentnH)·. th~t dtfermi amounts are recO\trtd or refunded wuh1n one year Chtsapnkt: Uulities' 

Florida Oi\ision and FP(fs lndiantO\'n d1\1sion prO\ide unbundled dell\'el) seoice to tht1r customm. whereby the custornm art perm11ttd 10 purch~ their ga.s rtqu1remenu d1rtcdy from compt:-ntive 

natural gas matlctm 

We charge Oe-.:tble rates to our natural gas <hstribution 1ndusuial .nterrvptjblc c;u.Momers co compete '"ith prices of alternative fuels whtch these customers arc able to use Neither we nor our 1nterrupubfe 

customers are contractually obligated to deliver or receive natum1 g.,s on a firm service bUIS 

We repon revenue taxes, such as gross receipts taxe-s. fran-chise ta-.:es. and sales tl\:~tts. on a nrt basis 

Cn"r of.\'ul~ 

Cost of sales anclud<$ the darttt COStS attnbutable to the p<oductS sold or =-ices pr01<adcd to our eustomns These cosl5 include pomanly !he variable to>t or natural gas. electncuy and propane 

commodiucs. ptpchne eapac1ty costs need~ co ttan.spOn and store natural gas, transmassion costs for elec::tricit). s-athcnng and proces5U1J> p.~ costs. transportJtion costs to transport propane purchases co our 

storage fac-iht.tcs. and steam and clte.ricity generation costs Depreciation expense is not included in our cost or sales 

Opu11ti011f flml A1uintemmu F..<t:pellft•.) 

Operations and maintenance expenses 1ndude ope-ration,S and maintenance salaries and benefits, materials and supplies, usage of vehicles. tools and equipment, payments 10 contractors, utility plant 

maintenance, customer service. pcofeuionaJ rccs and other ouuide services. insu~nee e~pense, minor amO\mt.s of depreclation. accretion of cost of removal for future retirements of utility assets and other 

administrau' e ~pcnses 

C11sA n11J (iuh Equi•wlt:nl~ 

Our policy IS 10 lft\'e$1 c-ash In t'~CC$S or operat.ng rcqulrtmtnt.s 1ft 0\>Cmlght mcotnt-produc:ing a«:OURI$ Such amounts lTC sutrd AI cost. "hlch approxamat('S ra.r \'ah,lt lft\'CSlmtnts Y.1lh an onglnaf 

marurity or three months or less \\>hen purchased ate considc:re:d ca.sh cquivalenu 

Accmml'' R~uiw1hlt! mul AllowmtcefiJr /Jrmbtful Aummfl 

Ac.counu recei,•ablc consist primarily or amounts due for d•stnbution sales of natural ga~. electricity and propane anti tn1nsponation services to customers An allowilnte for dO\Ibtful accounts is recorded 

again~tamounts due to reduce the recc~Vabli!s bala.ncc ro the amount Y.e reasonably e~pc:cl to collect baKd upon our collections experience"< and our assessment or custmncrs' inability or re:lucutnce to pay If 

circumstances change. our estimates. of n:coverable accounts receivable may also chan!&~ C1rcumstances which could affect such estimates include, but are not limited to. customer credit inues, 1hc: l~c-1 or 
natural gas. tiC(triclly and propane prica and general «anomie condJuons Acoounts are Y.Tiuen ofT \\.hen thcv arc dC<Cmed to be uncollectible 

llflYntorin 

We use tt\c 1\'tra.ge cost method to value propane, materials and suppliu, and other merchandise inven10ry If marlc:t price.s drop below co:tt, tn\'tntory baJances that arc subJ«I 10 price rssl. arc ad;usted to 

their net realinble value There was no lower-of-cost-or-net ~ahn1ble \'dluc adjustment during 20l7, 2016 or 201 S 

GotNiwlll tmlf Orl,tr l111tmgiblc A.J\t'l\ 

Good"'1ll is not amoruztd but is tt:sted for impainnent at Jea't annually Gooch,ill of a reporting unit is tested for lmpainnc-nt between annuftl tt).IS if an event occun or circumstances change that would 

more hkcl) than not reduce the fa•r '·alue of a reporting unit below us canying value We use 1 present value technique baStd on discounted cash flO\\S to estimate the faar value of our repon.1n.g umts An 

impamntnt charve" recognized aflhe cln)·iog value of a rcporuna um.-s good"ill C"<cceds atS amphcd fair value The tcsung of good" ill for 2017, 2016 and 201 S andacatcd no good"ill ampaarrncnt 

Oth~r inta.ni&ble a.sseu are: amonizN on 1 stta•Hht-lin~ baus 0\'U lht.r csumated econom&c uscJullhes 
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Other J>efc"etl Clwrge~' 

Other defeJTCd charges pnmarily include issuance costs associated with shon·tenn borrowini5 These charges are amortiztt:l O\ er 1he life of the rdated shon·tcrm debt borrowings 

A.ud R~m(I)•IJI Co.{f 

As oulhorized by the opprornote PSC', we accrue future os>d remo\'al costS associoted "ith utohty rropert), plantond equorment .-.·en if a legal cbligauon does not ui<t Such accruals are piO\oded for 

through depreciatoon .xpen>e and are recorded "ith correspondona <redo IS tO f<!,'Uiator) liabohtoes or assetS When"" retire deprecioble utohty plant and equipmen~ "• charge !he associated cnjpnal costS to 

accumulated deprecianon and amoruzation, 1nd any related removal costS ineurred Itt chlt~td to r~latory·lilbililtes or U>CIS The do!rtrence be"'cen rernO\'al costS recognized in deprecaauon ntu and 

the accretion expense and deprcci~tion expc:nse rteOH-ni:ted fOf linanciaJ reportinK purpoSb is 1 taming diffttence bet"-ecn rtcOo,•ery of these costs in rates and then recognition for finant11J reporunK 

purposes Accordmgl), these differtnc~ are deferred as regulatory liabilities or assets In the rate setung process., lhe regulatOf)' liability or asset is e.'tcluded from che rate base upon which those uti hues have 

the opporrunity to earn the1r allowed rates of return The costs a.s.sociated with our asset retirement obli,gatiOllS .are either currentl) being recovered in rates or arc prob11ble of recovery in fu ture rates 

Pe11Si1Jn unJ Otlru Pmtrrtiremc.·nr Pl11ns 

Pension and other postretirement plan costs and liabilities are dctcnninc:d on an actuarial basis and arc affected by numerous assumption.s and estimates., includins the fai r value of plan assetJ, estimates of 

1he expected retum5 on plan assets, assumed discount nues, the level or conuibutions made to the plans, and eumn1 demographic and actuarial monality dat11 We review annually the esumates and 

wumptions underlying our pension and other postretirtment plan c:osts and liabilities "ilh the assi•u.nce of third-part)' actuanal firms The a_ssumed discount rau·s. e).ptoeted returns on plan assets and the 

mortality assumpuon 11e &he factors thai generally have l.he mO)I s1gnifiunt impact on our pension com and liabilities The wumed dtseount rates. h('alth care cost 1rend rates and rates of retJrement 

gent'flll) bavc the most sip1ficant impact oo our p<btrecnement plan costs and liabilities 

The discount rates •~ uuhztd pnnclp~ly in calc:ulaung 1M actuari~ prescnl \'&lue of our pe-n.sion and ptl'ltrttirt-ment obhgahonJ and net ptn.sion and postretirement coslS \Vhcn estimating our diSCOUnl 

ratt"S, "' e consider high quaht)' corporate bond rate-s, such as the PrudentiaJ curve index and the Clhgroup )'ield curve. changes tn those rates from the prior year and othe-r penicmt factors. ancludans the 

e'<pecttd life of each or Ottr plan.s and their respecti ... c payment opt tons 

The expec-ted long·term rates or rctum on assets are utili7.cd m calculating the expected rctums on the plan assets component or our annu3I JJC:nsion plan costs \Vc C)lirnate the expected returns on plan aS!Iets 

of each of our plans by evaluating t'<pccted bond returns, usee allocation\, the effects of active plan management, the impact or pe1 iodic IJian asset rebalancing 11nd historical perf'ormance \Ve also consider 

the" guidance rrom our lnVCSlment ld\'iSOf'S in making a final determlnacion or our t-Xpecttd rates or return on assets. 

We e:.timate the health care cost uend rates used in detemuning our postretirement net e'<pe:nse: baiCd upon ac;tual health care cost C"<fl'trience. the effects orreccntJy enacted legislation and genml economic 

condibons Our I$Sllmtd rite or retlrtmtnt is estimat~ bastd upon our annual ft\iews of pa111C'ipant census information a_s or the mU)Urmt('nl dJte 

The monalol) assumpbon used for our pension and postrttoremtnt plansos based on tht actuanaltablelhat is most rdlecto\·e of the "peeled mortality of the pion panocipantS and reviewed periodocally 

Actual change.s in the fair .... atue or plan asuts and 1he d1ffercnc:e) between the actual and e'pccttd return on plan autts cwld have a matcnaJ dTect on the amount or pension and po$1J"e'tUement benefit cost.s 

that v.e ultimately reeoMJ1izc A 0 25 percent decrease 1n the dtseount rate cou1d increase our annual pen5ion and pOsu·eurement costS by approximately $7,000. and a 0 2S pc.rcent increase c:oold dccrnse our 

annual pension and postreuremcmt costs by approximatt ly S9.000 A 0 25 percent c:hange an the rate of return could ehangt our annual pernuon cost by approximately S 143,000 and would not h:we an impact 

on the postretirenlent and ~,1pp1cmcntal executive retirement plans because these plans are not rundcd 

Deferred tax asseu and habilibc.s art recorded for ahe tncomt tl-'< ef'f'ec:t of temporary dtfTercnce:.s ~"ee:n the financial 'tatemcnt bas.is and tJ'< basis or assets and liabihtics and are measured ustng the 

enacted income ta...'C rate.s 1n efTce1 m the )'ears in u.hich lhe difTCfC'nces an:: exp«ted to rt'\ef"\C: Oc:ferred lax assets are recorded net of any \·a1uation aJim\anct \\hen at is mO«: likely than nOt lha1 such 

oneom< ta.< btntfitS \\111 be realo7td lnvrsun<ntto.< credots on utoloty property ha't been drfrrred and ~allocated to 1ncome rotably o\Cr lhe lo•es of lhc subj..:t rroperty 

We a«ount for un:cenainty an tn(ome ta'l:tS in our consolidated financial statements only if It i~ more 1ikcll than not that an Urh:ertatn ta..'C posiuon is sustatnable based on ttchntcal merits Rccogn11.able ta.."C 

positions are then measured to deterrrunc the 
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amount ofbent'fit recognized in the consolidated financial statements We ~cognize penahies and interest rclatcd to unrtCO!(ni7ed tax bcn~ftts as a component or other income 

We accoun[ for contingenc1e:. a~ocia1cd with llxes other than income when the liktJihood of a loss 1S both probable and csumable ln assessing the likelihood or a loss, "e do not consider lhe c"hlcnce of 

current inquiries, or the lilchhood of future inquirit), by t~ authorities as a factor Our a.sst'ssment is based solely on our applicauon of lhc approprittc statutes and the lilelihood of a loss assumins the 

proper anquiries an made by w auahontic:s 

Finundal/nstru""*nts 

Prior to iu "ind doY.n '" lhe second quarter of'2017. Xeron tn~agtd: in trading acti...,ilies using forward and f"ututd contractS, "h1ch '"ere accounted for u.stng the MTM method of account.mg Undtr MTM 

accounting. our uadmtc c:ontrac:ts were re<;orded at fair \'&lue as dc:ri'lative as.st'lS and liabihues The: changes in fair value of the contncts ~Were recOgniztd as ~a1ns or losses m revenues in the consolidated 

statements of income in the period of chan~e 

Our namral gas. electric and J>ropane distributjon operations and natural gas marketi n~ opcNitions enter into agreement$ with suppliers co purchase nauual gas. electricity, and propane for resale to our 

respective customer~ Purchases under these contracts, as well as distribution and marketing operations s.alcs agreement$ with countcrparties or customers, either do noc meet the definition of a de1 ivath•e. or 

qualify for '"nonnal purchasc.J and sales" treatment under ASC Topic 81 S /Jun'llti''''·' and ll~tiJJmJ!, and are accounted fOf on an accrual basis 

Our propane distnbuuon opcrauons enter into deri\'&U\e tran~CtJons.. such as swaps. put optionS and c.all opuoo.s in ordrr 10 mtti~tt the 1mpact of"holtsale prict: OuctuatiOtLs on inventory '·aluauon and 

future purchase comm1tments 

Our narurat gu marl.ftina opcratJon auers 1n1o natural gas futures and swap contracts to mtugate an) price risk associated "1th the purchase: ancl.'or sale of natural gas to s.pccific customers 

These transactions may be dt,.ignatcd a.s fair value hedges or cash now hedges. if they mett all or the accounting requirementS pursuant (0 ASC Topic 81 S, fkflt'tllt\.'t:) uJKI HtJgwg. and \'-t eltct to 

designate the instruments as hedges If dC"Signated as a fair "alue hedge. the value of the htdgmg tnstrumcnc, such as a swap, future, or put optioo. is rccordN at fa•r "alue, with the effectiH pon1on of the 

gain or loss of the hedging instrume-nt effectively reducing or 1ncretuinl! the value of the hedged i1cm (f designated $$ a cuh flow hedge. the value or the hedgang instf\lmcnt. such as a swap, call opuon or 

na1ural gas fulures conu·act, is recorded at fair value W11h the errectivc: pOrtion of 1he gain or loss of the hedging instrument bcin~ recorded in comprehensive income. The ineffective ponion of the gain or 

loss of a hedge is recorded 1n eam1ngs If the inStl\lrncnl is noc dCl-ignatcd as a fair value or cash flow hedge, or it docs not meet the accountiny; requirements ora hcdy,e undtr ASC Topic 815. Derivatives 

and f-ledging. it is recorded at fair value with all gains or lo~ses being recorded directly in earnings Jn 201 S, we win be adoptin!l ASU 2017·12. Turg.:utl/mpro\'enu•/llj 1v Accmmtmgjitr H~dxJnx Ac uwue~. 

the updated hedge accountin~ $t.&ndard, which "e C'l(pect "ill reduce thr ~1TM vo!atility in PFS('O'J resu.Jts due to benrr alisnmcnt or risk management aceivi11cs and financial reponing. ri~k component 

hedging and cen.ain othtr simrlilicauons of hedge accounting guidance 

FASB .\'tnU11w1tt~ 

lnventory (ASC 330). ln July 2015, the FASB issued ASU 2015· 11 , Sm,plijjmrg ti~Af,•tNm·m~m of/uvmtory. Under thiA guidance, invencorics arc requarcd to be measurtd at the lower of cost Ot net 

realizable value Nrt reali1ablc value represents the estim21tcd sellin~ price less costs associated with completion, djsposal and tnt.n$p(u1ation We adopted ASU 20lS· I l on January I, 2017, on a prospect•ve 

ba.sis Adoption of this stMdard did not have a material impacc on our financial position or results of operntions. 

R<><"fttt Ac·<.-vm11tmg SwJttkral\ Yc•r to hr At/oeti!d 

Re\·tnue from Contract$ wi1h Customers (ASC 606) .. In May 2014. the FASB issued ASU 2014..()9. Rn·cnu( from ('()11/rmt, Mllh Customer~ ThiS standard provides a single comprthenshe re\'C':nue 

r«ognition modtl for all conttlc::ts w1th cu.stomtrs to 1mpr0\c comp.arab1hty v.ithan industnes.. as "e:ll as across industries and cap1tal markets The standard conta.ns prin<iples that enntic.s will apply 10 

determine lhe meawrrmcnt of re"'tnue and "'-hen u IS r«.ogneud The: underlying pnnc1ple is that an cntaty will rt'Cognize m enue to depict the transfer of good.s or Stf'VIca 10 customtts 11 an amount that 

the entiry e'<p«tS to be mulled 10 in e""<c:hangt ((I( those good.s or sn\ ices The- guidance also rtqutrc.s a numb« of disclosuru regardtng the nature. amount.. liming. and uncertainty of rnenue and the related 

cash Oow·s In March 2016, FASB ISSUtd ASU 201~. PnJ~tlpul h·nu" A~111 COII'IIckratttHI' (ilKJHif"llltg R~-etrNi Ciro\.\ ,a,,, .Vet), to clarify the implemtntauon guidance on principal \trSUJ agent 

considcnation.s For pubhc: enuuu. ttus standard is effteu\·t for Interim and annual financial scatemenu ISSued beginning Janual')' 1, 2018 

Wt have eomple1ed our C'valu::'ltion or our revenue sources 11nd the tmpact on our financial pos111on, results or operations and cash flows In tandem, we havC' developed and documented accountmg policies 

and position papers, which art intended 10 meet the 
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requorements of this new menue r«:OI;JitUon mndarcl We ""''e also completed our plan to update our ontemal controls Sonce the thud quarter of 2017, we have pro,ided additional lrlining l<> our 

employees and have omplemented system and process changes that are associated v.ith the adoption of the standard We '"II adopt the updated aeeounung guodance in the first quarter of2018, using the 
modofied r<trospeetl\e tran<itoon method, whoch v.ill "''"h in a cumulative adjusll!lentthat \\ill decrease rmined eomongs and reca>ables and other defcm:d charges by St .S mil loon. related to one long-term 
finn u-an.sm:SSIOO contract wilh an Industrial customtr ror \\ hich the bming and recognition or rt\ enue will be stufted to later years Oastd on our asKSSmcnt. w·c believe thl.l the implcmenUhon of this new 
standard v.111 no< hl\e a matenalompact on the amount ond timong of revenue recogniuon, other than the one tong·term contract for \\htch v.-e v.tll dela) the m:ogmtion of opproximatdy $407,000 in 
re\tnue from 201810 future )·tars 

Leases (t\SC S42) • In February 2016, the f \SB ouued ASU 2016-02. "'"'"'"' v.hich pro\ides updated guodance regardong accounung for leas<> Thu update requores a lessee to ...cogniz:e a tease liabilit) 
and a lease IS>et for all tease>, oncludong operaung leases, ,.;th a term greater thon 12 months on ots balance sheet The update also .-pands the required quontitlu\e and qualitltive disc:losures surroundong 
leases ASU 2016-02 '"II be etTeeu\C for our annual ond interim finoncial Stlterncnts beginning January t, 2019, althoush carl) adoruon 11 permo ned 

The F ASD allo"s compame' to cl«l se' craJ practu:a.l t'tpedimLS. 1n ord« to simplify the tntrumon to the"~" sundard The (oiiO~lng lhrce t'(pc<hcntJ mu.st all be elec.:tcd together 

r\n tnUt)· need not rumss v.:hclhcr any cxpared Ot t'tisting contra-cu are or contain leases 
i\ n entity need not reA\SCJS 1he least du.s•ficauon ror any expired Ofe:"(isting leases (lhat is. all t'<istmg leases chat "ere clanafied u operatmg I cues in accordJnce vmh Topic 840 w1ll continue to 
~classified u operating ltascs., and aJI cxistma lc:ues that were classified as capital leases in accordance W1th Top1c: 840 will conti nue to be e:laWficd as cap11allcascs) 
An entiry need not reaSSClS .nitial direct costs for any nisting leases. 

Other practical t'<ptdltnts that c:an be clccu:d mdlvidually arc 

An entity may clectiO use hindsight in dctcmuning the lease tenn and in assessing impairment of the entity's right·of~usc A5Sti.S 
r\n enury may t lect to apply the provisions of the new lea.s.e guidance at the efl"ective date, without adjustinv the comprmuive t>eriod.s presented 

We expect to use che practical expedients to assist in implementation of this scandard We have assessed oil of our leases and have concluded that we may have some operating leases that qualify for the 
shon·term lease e:<ception Upon adoptJon, we will record the rigln-of-use assets and the lease liabilities related to our open\UnM leases w1th a lease tcnn in excess of one year We do nol believe that this will 
have a material impact on our financial position, resutu of operations or cash nows. 

In Januruy 201 8, the fiASfl issued ASU 2018-01, /,lllu/ RtL\t•mem Practical F.xpt!JienlflN' 1'rtrll..nlltmln Toptc 841, which pro\•ides 3 practical expedient to not evaluate, under Topic 842. existing or expired 
land r.a~cmenu th1u were not previou~ly accounted for a.s leases \\'e plan to uti1iz.e the provided practical expedient for e'ICiSiing Rnd CXJ>itcd lanc.l easements and will assess all new or modified land 
easements ond riHht-of-way agreements, under the HUidoncc of ASU 2016-02, follo"ing its adoption 

Statcmem ofC1~h Flows (ASC 230) .. In August 2016, tht FASR issutd ASU 2016-15. Clm.wjhauc.m ofCntam ('a,h R4fu•tpl' aJKI ('u .. ,h /'t~'''"'nh, wh1ch clan fits how cenain transactions are clauificd in 
the stlttemenl or cuh nows ASU 2016-15 \•o1ll be efl'ecU\'t for our annual and interim financial s1atements bcg.nn•ng J~muuy I, 2018, although early adoption is pem1ined We believe that the 
implementation of this new standard will not have: a material impact on OUI' consolidattd statement of cash 11ows 

lnungibles-Ooodv.oll (ASC 350) ·In Januarv 2017. the FASB ossued ASU 2017-04, SlmplifJ.uiJIIIw T<·•tfor IJm.l>llll /mJXurnu'lll, whoch simplofies how an cnut)' os requored to test good"ill fo.-impairment 
by elim•nating Sttp 2 from t.he good\\11lnnpa1rment cest ASU 201741 v.ill be effccthc: for our annual and interim fin3ncia1 ;tJtcmcnc.s bt.:,1nmn~ January I, 2020, althou.,gh early adoption is penn1t1td The 
AmtndmcntJ lndudtd 1n 1h1t! ASU are to be arphed prospccu\·ely \\'e believe that the implementation of this ne-.v itandard "'ill not ha,·e a matcrial1mp,ac1 on our linandal pOsition or results or opm~tions 

C"ompe:nsation-Reortmcm Rentfit.s (ASC 715)- In ~tarch :!017, the FASB issued ASU 2011-01,/mprmms: 1M Prt>,~·matUJII of.Vtt P~rtuJn l'c·u.uon Co't anJ N~t P~rux/u; Pn.\t Rellr~nreut lkt~Jit Cmt. 
t..'nder thi.s guad.anct. empiO)·ers are required 10 rcpon the $CJ"\ict cosa eompOnenl in tht same line item or ittms as other compe-nsation costs an<ing from ~n.ices r~dered by the pertinent employees dunn,g 
the period The othet components of net benefit costs are required to be presented in the income Statement SC'patatdy from the Set\' IC-C cost component and outs1dt a subu:nl of income from opcrauoos The 
update allo"'s for capual•auon of the KrVICc cost component '"hen applicabJe ASU 2017~7 ''111 be effcro"'e for our annual and mttnm financ1al natements beginn•ng JanuM)' I, 2018. although early 
adopuon 1$ ptrnuned The prucntauon o( the kf'.ic;e COli and Other c«nponcntS in tht$ updatt arc: tO be apphcd rttrOSp«tl\it"ll. and I he ClpltaJizatiCM't o( the Kf' ice cost is to be a:pphrcf pro:sp«ti,·dy 

Chesapeake Uti lilies Corporation ~017 Fonn tO.K Page 69 

https://www.sec.gov/Archives/edgar/data/19745/000162828018002594/cpk123120 171 0-k.... 3/29/2018 



Document Page 78 of 120 

lll:!;u. . ' 

Notes to the Consol•dated Financial Statcmtnts 

on or after lhc: tfftcll\·e date Aside from chans;es in presentation. "e: believe that the implementation of th.ts new standard "Ill nOt ha\ c a m1tenal impact on our financiaJ position or results of opcrauoru 

Comp<nsauon ·Stock Compensauon (ASC 718) ·In May 2017, the FASB issued ASU 2017-09, S<:<'fl" uf"-I<>Jifimll<llt Ac«mtlllll)l. to clarify \\htn to account for a chan&'<' m the terms or conditions of a 
shart-based paymcnta\\Jrd as 1 modtficauon Under thts guidanct, modification accounting is required only ,r the fair \·alue, the' t>llnll eondtuons or the aw>rd elassifieatioo (equity or liability) changes u 
a result or a change in the terms or condltaons of the award The guu:bnce is dl'ective for our annual financial statements bqpnn.ng Januat)· I, 2011. ahhough nrly adoption is permitted The: amendments 
•ncludc:d an thas standard art 10 be applied prosp«uvtl) \\'c bdie\·e that the imple.mensalion of thn new Slandard w1ll not ha\e 1 material impact on our financial position or results of opn-alions 

Dtri•au-.s and Hedgmg (ASC' SIS)· In AUJiust 2017, the FASB issued ASU 2017·12. f<"'l'"'" /mpr<J,.mm/j 1<1 Acwwllm)lj<Jr H•dJI•"'I Acllnll«, to better ahgn an enuty's risk management atUVIUcs 
ond fonaneiol rcportlna for hedg1n11 retouonships through changes 10 bOOt the dcsignotioo and measurcmcntl>'\llcllne< for qualify••¥ hedJI•ng relouonships ond the prcsc:ntation of hedge resultS. Among other 
cha"l!es to hedge designauon. ASU 2017-12 C""<pands the risks that can be designated u hedged risks •• cash no" hedges 10 tn<lude cash no-- , .. nabilil) from cootriCtually specified compooenu of 
forecasted purdlases or sales of non·finonciol assets ASU 2017·12 requires the entire change 1n fatr volue of a hedl!tng 1ns1n1ment included •• the assessmnu of hedge eff<c~~vencss to be ~nted 1n the 
same income statement hne that os used to preStnt the eanungs effects of the hedged nem for fair '·olue hedges and mother compr<hensl\e mcome for cash no--• hedges For disclosures, ASU 2017-12 
r(t(Juires a tabular prc)tnllljon of the •ncomc statement effect of f1.ir value and e~sh flow hedge~ and ll chm1natcs the requucmcnt to disci OK the incffecu'e poruon of the change in fair value of hedging 
tnS<rumenu ASU 2017-12 ,.,u be eff<Ch\e for our annuli and interim financial sutcments beginning lanual)' I. 2019, olthc<~gh early adopuon IS p<nniued We are e-aluaung the effect of this standard on 
our future linanc1al position and rt)Ults of open11ons In 201&, we ~~II be adopting the updated hed!tc accounting standard, "'h1ch \\t c"pect \\ill reduce the ,t\1TM volatilit}' i.n PESCO's results due to better 
alignment of risk management aeli\ILICS and financial rt-poning. risk component hcd,bring and c:enain othe:r simplific~Haons ofhtd.:e accountang guidance 

Income Stiltcmcnt . Rcportani Compre-hensive Income (ASC 220) . In February 2018, the f ASB issued ASU 201 S-02. Retlll\\ifkatuHJ t){ ( ·~ntlm Tti'C Fff~ct.,· from A('(.?Jmulat~d Other Comprtltemn-.: 
/nc.'YJittr, -which ~llows a ICclassification from accumulate<l or.her comprehensive income to retained earnings ror stranded tu effects resullln,K rrom the TCJA ASU 2018-02 will be effective for our annual 
and interim financial Stdtements beginning January I, 2019, although early adoption is permitted We arc cvaluaung lh~ e1Tec1 or this standard on our future financial position and results of operations 
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The foll.,.inH table p<esenu the ealoulauon of the Comp.>n) ·s basic and diluted e.mangs p« share for the >••n ended Dt«mbcr l I 

"",.-. ...... J, , Ner/'4 _...,,_ .,../ f't'' 1.\ar-r J.w~ 

Celtulltion of Bask Eatning..s Ptr Shnc: 
Net Income 
W<iijhted •••,.s• shores out>l&ndlnll 

Batie Earmn~J Ptr hlr't 

Calculalion or Oilult d Earning.~ Per Shart: 

s 

s 

Ntllncome S 
Rctontililuion or Otnominator: 

Weighted averoj!e shares ootstanding Basic 
Effect of dilutivc securities - Share-based eomi)Cnsation 

AdjuSted denominator - Dihued 

Diluted Earnings Per S luart 

4. ACQUtSil'IO~S 

J-\cquiJhions in 1017 

s 

Page 79 of 120 

Notes to the Consolidated Financial Statements 

for tht- Yur Ended Oectmbu Jl . 

2017 2016 1015 

SS.ll4 44,675 s 41,140 

16,.»6.789 IS,S70,539 15.094,423 

3.~6 $ 287 2 73 

53,124 44.67) s 41,140 

16,336,789 15.570,539 15.094,423 

46,563 42,552 48,9SO 

16,.18.3.352 15,613,091 15,143,373 

3.SS 2.86 s 2.72 

A R:\1, Chl'poht ttnd Ce111r111 G'io Aotl Arqu~dtlou.f 
In Au MUSt 2017. PESCO acquared ccnaan natural gas marketing as.seu of ARM We have accounted for the purehue or the~ asscu IS a business combanauon and recorded ,goodwiU of S6 8 million, "'hich is 
•ncluded in Unrc~ulatcd Energy se~ment ·nu: ac(luirtd assets complement PESco·s current asset portfolio and C"<pand our rcg~onal fOOtpnnt and rc:t:ul dnnand in a market where we have existing pipeline 
eapacicy and "·h~t.\alc hqt.uduy In connection with the acquis-ition, we rec()(ded a contingent liability of $2 S million. "'hac:h rtpn:scnts the t'p«tC'd future payment of additional consideration to ARM 
based on the achicven1cn1 of ctnatn performance targtts The pa)mcnt. which is t..-<pected to be paid in 2019. as conUnij:tnt upon the achteHm~t of cena1n gross margin targelS during the 2018 calendar 
)tat The rt"Cordtd liab1hty IS baRd uron our most recnu gross margin p:rojecti()I'U for the acquired assets and IS wbJ«l to change b~ on acrual performance or changn in our gross margin projections 

In Auij~~<l 2017, Flo-gas oeqUired cortaJn Op«<hnsasscu of Chipola, "hid! p,..,.,;dcs propane distnburion scmc< to opprcr<1motdy 800 re<idcntial and commercial customers in Bay, Calhoun. Gadsden, 
Jackson. L1b<r1), and Waslunj;ton Counues. Florida 
In D«cmb<:r ~017, Flo-j;a. acqwed ctruin operaung uscu orCmU111 Gas. which prO\'ides propane d1stnbuhon ~"• to opf>rO'<Imatcly JH reJ<denual and commen:ial....,omon in Glades,lliijhlands, 
Mutm. Oke«hob«. and St Lucoe Counucs. Flonda 
The rt\~UC and ne11ncome from th~ acqu1Seuons that wue included tn our consolidated mtcmenl of 1ncomc for the )t'lf cndcd D«tmbcr 31. 2017. \~tre I10l material The amounts recorded •n 
<OCIJunruon woth these acquismons are prdim~nal') and subjea to adjustment based on additional valuauons p«fonned dunng the meuuremmt period 

AtquiJi1ion '" 2015 
GutlurctJ ~\ft'rgt'r 
On Ap11ll, 201S, "e compltted the merger with GathereD, in which Gatherco merged "ith and mto Aspire Energy. ourthen newly formed, "hollyo<lwned subsidial')· 
At closmg. wc i$(ut"d ~92,970 shares or our common stock, \'alued at S30.2 million based on the cloSing price or our common stock as rcpo~1ed on the NYSE on April I, 2015 l.n addition. we paid $27 .S 
m11lion tn cash and assumed S I 7 malt. on of existin.t,; outstanding dtbt.. which we. paid off on the same date We also acquucd $6 8 mill ton of CJ\h on hAnd at closing 
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(mri•,\(/}J.,) 

Chesap<a~< Uullues common stock issued 

Cash 
Aequo red dtbt 

Aggregate amount pa1d tn the ac.qutslboo 
less c&Jh acquirc<l 

Net amount paad tn \he acquistuon 

s 

s 

Page 80 of 120 

Nrt Purchase Pritt 

30,164 
~7.49-1 

1,696 

59,35-1 

(6,806) 

S2,S4S 

The mcrscr agreement pro"ded for addouonal contongent cash con.<idcrauon to Gatherco's shareholdtrs of up to $1 S 0 molloon biSed on a pcr«nta~;e of re-.nue gcnerated from potential ""' gathenng 
opporrunotoes dunnj!the f"e·year period foiiO\\ing the closin8 As of O«emb<r 31. 2017, there have been no related gathennjl opporrunotoes developed. therefore, no contingent hability has been recorded 
We arc. unable to tst1mate lhe range of future und1scounted tontingcnt liabi1lty ootcomes at this time HO\\t\·tr, a liability for ackhuonal c:onungtnt cash considen.uoo may be rtrorded prior to Apnl2020 as 

addorional information becomes available 

We incurrcO $I 3 million '" tt'lns.action costs associated with this merger, of which SS 14.000 and $786,000 wtre expensed dunng the ycus tndcd December ll, 20 IS and '2014, respectively Tran$1cuon 
costs were Included in opcrauons c~ptnst 1n the consolidated statements of income The r~enues and net income from chis aequisiuon fOf the years mded Detembet 31. 2017, 2016 and 201S, inc-luded in 
our coosolidated staoements of income, Mrc SJ3 3 million and S8 9 million, respeetively, for 2017, S26 6 moll ion and S2 I molhon, respectovely, for 2016 and Sl6 7 million and $3 12,000, respccuvely, for 

201 s 

The purchase price alloc:auon of the Oathorco acquisition is as follows 

(mlhOII.\lUHi.\) 

Purchase price 

Property plant And equit>mcnt 

Ca\h 
Accounts recte\abtc 
Income taxes rec:tevablt 
Othtr a~~tts 
To1al a,.~ts acqu1red 

l.onjl·tenn debt 

DefW«f lftCOmt UXt.S 

J\ceounb pa) able 

Other currtn1 liabthtlt.~ 

Total habiltues assumed 

l'et odentofiable assets acquued 

Good" oil 
s 

Purchase Pric:e Allocation 

57,658 

53,203 
6,806 

3,629 
3,163 
~25 

67,226 

1,696 

13,409 
3,837 

74S 

19.687 

47,539 

10,119 

The good-.111 reflectS the \&lue pa~d pnmanly for opponuruues for gr0"1h on a new and s11111<!!!C geogtaphoc a"'• All of the llood"ill from this ac:quisouon wn r«:orded in the Unregulated Energy segment 

and os not deducublt for oncome tu pu~> 

5. StC\It~"T l;o..-OR\I.4TIO/'I 

Wt use the mana,..emtnt appro:.ch to •dtnhfy operating Stgments We organize our busJne.ss aroond d1fTerences 1ft revul:uory environment andlor produr:ts Of services., and the operating results or each 
segment a.n: regularly re,uwtd by the thief opcratJnj decision maker (our Ch1cf Executive Officer) in otder co make decision~ about resourcts and to assess performance 
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Our operations comprise two reportable segments; 

ReJ:.,·,ufmcd £uergy. Includes namrnl gas distribution, naturnl gas transmission and clecuic distribution operations. All operations in this segment arc reguhued, 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. 

Unr~gulatt~d Energy. Includes propane distribution as well as natural gas marketing, gathering. processing. transportation and supply, These operations arc unregulated as to their rates and 
services Effective June 2016, this segment includes electricity and steam generation through Eight Flags' CliP planL Through March 2017, this segment also included the operations of 
Xcron. our propane and c-rude oil trading subsidiary that began winding down ~rations at the end of the first quarter of20 17. Also included in this segment are other unregulated energy 
services. such as energy-related merchandi!'e sales and heating, ventilation and air conditioning, plumbing and electrical services. 

The remamder of our operations is presented as "Other busines5CS and eliminations", which consists or unregulated subsidiaries that own re.al estate leased to Chesapeake Utilities. as well as cenain 
corporate costs not -allocated to other operations. 

The following table presents information about our rl!ponable segments. 

(1111/toNffffk/d 

011tra1ing Rrve.nues. Unaffiliattd Custornrrs 

Re&'\llatcd Energy 
Unregulated En<r!,'Y 

Total operating revenues. u11affiliated customers 

lnlt.rse.gmtnl Rtve.nuts Cll 

Regulated Energy 
Unregulated Energy 

Other businesses 
Total intersegment tt\•enues 

Operating Income 

Regulated Energy 
Unregulated Energy 
Other businesses and eliminations 

Operating Income 

Other (expense) income 
Interest charges 

Income Before Income taxes 

Income taxes 
Net fnc.ome 

Depreci:uion and Amortization 

Regulated Energy 
Unregulated Energy 
Other businesses and eliminations 

Total depreciation and amonization 

CnpitaJJ::xpenditurts 

Regu1ated Energy 
Unregulated Energy 
Other businesses 

Total capital expenditures 

2017 

s 

s 

s 

s 

s 

s 

s 

For tht Year ( 1ulrd Ottt:fl\btr ll. 

2016 2015 

316,971 302,402 300,674 

300.612 196,458 158,570 

617,583 498,860 459,244 

9,339 $ 3,287 1,228 

23,983 7,321 3,537 

774 880 880 

34,096 11,488 s 5,645 

73,160 69,851 60,985 

12,477 13,844 16,355 

206 401 418 

85,843 84,096 77,758 

(765) (441) 293 

12.645 10,639 10,006 

72,433 73,016 68,045 

14,309 28,34 1 26,905 

58,124 44,67$ s 41,140 

28,554 25,671 24,195 

7,954 6,386 5,679 

91 96 98 

36.599 32,159 s 29,972 

159.011 139,994 s 98,372 

26.190 23.984 90,895 

5,902 5,398 5,994 

191,103 169,376 195,261 
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ldrncirbb1t Assrcs 

Rcgula~ed Encrgy 

Unrcsulatcd Encrg)· 

Other busincsse1 

Tot<tl 1dentifiable assets 

Our operations 8J'C tnt•tely domestic. 

6. SIIPPL£.\1£:-"TAL CASII f'LO\\ DISCLOSliRE.S 

Cash patd forinterest and tneome ta.es dunn¥ thc years ended Dec•mber 31, 2017, 2016 and 201) were as follows 

t•~Jw<•-...bl 

Cash patd for interest 

Ca41h paid for income caxts, net o( tefunds 

Non-cash invcstin,g and financin!' ac1ivitics durin~ the years ended December 31, 2017, 2016, and 201 S wtre as follows 

tmlltofiJ(""-Itt 

Capil:tl prOJJCny and equipment acquired on account, but not pa1d for as of December 31 

Comtnon stock isst.~ed for the Rctirc:mena Savings Plan 

Common •toc:k issucd under the SICP 

Capttal le&S< oblig•tion 

Common "'oc;k issued tn acquts.uon 

7. D F-RIVATIV£ L~STRUM~'IS 

2017 

s 
s 

2017 

s 
s 

Page 82 of 120 

As or Otctmbtr 31, 

201 7 2016 

s 1,121.67J 986,752 

161.541 226.]68 

34.220 16,099 

1,41 7,434 .;;s~---1~,2;;2;;,9;;;,2;;.19;.... 

For the Year Ended Oeo:cembtr 31 , 

2016 lOIS 

12,410 s 10.315 s 9,497 

(~.1 14) (~.308) s 11,076 

For lht Yt.ar Endtd OtC"tntbtr Jl. 

1016 101~ 

15,457 9,791 10,268 

777 690 

1,127 1,027 s 1,594 

2.070 s 3,471 $ 4,824 

s s 30,164 

\Ve use: denvative and non·dethative contncls to engage in tndmg acu,·ities and manage nsks rdattd to obta1nang adequate .1Upply and 1he pnc.e nuciUation.s of natural gas. electricity and propane Our 

narural ps. tfearic and propane distrib\nion opttations ha\·e entered 1nto agre.!menls ''irh suppliers to purch~ natUDI gas. tleanclty and propane for resale w our customers Aspire Ener8Y has entered 

into contracts "With producen to secure natural gas to meet its obliBauons Purc:hase1 under th.~ contracts I)'Jucally tither do not meet the delinlltQft o( derivatives or are con.sidertd .. normal purch.ues and 

sales" 1tnd are accounted for on -an accrual basts Our propane distribution and natural 135 marktung opcrauons may also enter 1010 fair value ht'llscs or lhtir in,·entory or cash flow hedges of their future 

purchase eomminncnts in order to mitiga1e the imJJaet of wholesale price Oueruations As of December l 1. 2017, <M.ar natural ~as Md eJecuic distnbulaon operations did not have any out5landtng derivative 

contracu 

In 2017, Sharp entcrcd tn1o futurcs and swap agrumcniS to mttigate thc risk of fluctuations tn "holcsai•Jlfopan• tndex pnees a.soriatcd ,.,th 7 7 mtlltoo g•llons of propane t\p<etcd 10 be purchascd from 

October 2017 through M"ch 2019. of which postllons covenng 4 9 mill ton gallons of forocastcd future purchases were ouiStandtng as of December 3 I, 2017 Under th• futures and s..ap agrocmcna, Sharp 

will receive the difference becween the in del( pnces (Mane Belvieu prices in Occobcr 1017 through March 2019) and the swap pnccs of SO 59 ~r gallon, to the extent the andel< price exceeds the contracted 

price If the mdcx pnces are lower than the swap prices, Sharp will pay the difference Sharp received a total of approximat<ly $4~0.000, which represcnt&XI 1he diffcrcncc between the index rmces and the 

conlracted prices during 2017 We designated 1nd Jccountcd for thtie agreements as c1>h flow hedges. and there is no ineiTectave portion of these hcd~es In October 2017, ,,._'C exited agn:cmcnts associated 

"'th I ~million galloos ._pectcd to be purchased from No• ember 2017 through February 2018 and redanrficd $520.000 or unrealiud pins from othcr comprehen;.•e mcome to propanc cost of salcs At 

o .. ember 31, 2017. the futurcs and swap •s=mcna had. 
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fair \'alue UStt of lppro'\:imately Sl 2 m1llion and a f.t.ir u.lue liab1hty of S2,000 The change tn the fair value of the swap agrennents 1s recorded as unrt"alized sain (loss) in other comprehtnJi\·e income 

(loss) 

PESCO cn1<rs in1o na!Unli gas fu!Urcs <onllam associated wnh llle purchase and Ale of nalural gas 10 specific rustom<f'S These conlraCIS are effective throogll October 2021. ond we designate and IeCOUnt 

for !hem as cash Oow hedges There IS no 1nefTccrive ponion of lh.se hedge. AI December J 1. 20t7. PES CO had a IOIAI of 17 2 milhoo Dts hedged under naluralll•• futures coolnlcls, "'"han asscl fair 

value of •ppro,imalcly S92,000 The chanMc in fair value of I he natural gas fu!Ures contracts is recorded u unrcali7cd gain (loss) in o1her cOmJirchensive income (los<) 

ln August 2017. i>ESCO e-ntered into namr11l gas $wap agreemen1.s a~50Ciated with tinanc1al contracts acquired m the: AR~t acquisition to rnitig:uc the risk of nuctu3tions in wholesale na1tlrtl gat prices 

associ11ed wnh S91.000 Dts PESCO «pects 10 purehuelllroollh January 2020 We acroun1ed fonhese swap aJir<cmeniS as cash Oo" hed!ICJ, ~<hich ha\·e a fair value h•bllny ofappro<imalcly $469,000 as 

ofOec<rn~ 31, 2017 The ehange1n fa~rvalue of the na!Untl gas '"•P agr«m<niSIS recorded as unreali<Cd !lain (IO>s) 1n othercompr<hensi-. mcom< (loss) 

Th~ imp3ct or PESC<Ys financial•nsl:t\lntents that wtn noc desagnated as hedges in our coosohd.ated firancial stit~entJ as of Dectombfl- ll, 2017 was SS 8 million. whach was rrcorded as a.n an.c:rt~ 1n gu 

coSis dunna 1hc )'ear <nded December) 1, 2017 and is asSOCiated wnh 2 9 million Ots of nuuralgas 

1/cJit.:i"N Acti•·fti..-J' in 1016 

In 2016, ShLup entered into swap llg:reementslo mitigate the risk ornuctualions in whole.s:~ le propane index prices usoeiattd wlth 4 I million gallons or propane expected to be purchased thrOtl¥h September 

2017 Und<nhe S\\lp agreem<nts, Sharp would receive !he d1ffe1ence bCI.,..ecn the inde. prices (Monl Belvieu prices 1n Oclober20t6 1hroujlh Sepl<mber 20t7) and 1he swap prices of SO 5225 and SO 5650 

ptr gallon, to the extent the index prices t"Cc:ecded the swap price) Sharp received a total ofappm'ICimately $663,000, '~hich reprnenttd the dirrtrt'nee bet"een the 1nde'l( prices and swap prices durlng the 

monlhs ofOc1ober 20161hroogll Scplember 20 17 \\'e deSignaled and acoounted for these '"'P ljl(eemeniS as cash now hedges 

In Occcmber 2016, Sharp paid a total of SH,OOO 10 purchase a pu1 opuoo 10 protect aga1n51 a d«<inc in propane prices and reta1ed po<<nualln,cnlory losses ISSOCilled "'"h 630,000 gallons for 1ts propane 

price cop pr"'lram 1n the 20t6-2017 heaung season The pu1 opuon e-plted wi1hou1 betng e'ercised because me propane prices did not fall below 1hc strik< price of SO 5650 per gallon 1n December 20t6, 

January 2017, or February 20t7. We accoon1ed for me pu1 opuon as • fair valu< hedge, •nd there was no inefTecuve p0111on of1h1s hedge 

In January 2016,1'ESCO entered into 1 supJIIier agreemcnl wllh Columbia Gas of Ohio to provide natural gas supply for one ofiiS local diSiribulion customer pools PllSCO also assumed the obligation 10 

store natural gas inventory to satisfy iu obligations underthe SUJ)plit:r agreement, which terminated on March 31. 2017 Jn conjunction "ith the supplier agreement, PESCO entered into natural sa.s futures 

conlnlciS durin11 1he second qu•ner of 2016 1n ooder 10 prole<:! its na!Urll gas 1n\·cn1ory againSI mari:01 price nuc1uations We previoosly aecoun1ed for 1hcsc eon1nets u fair value hedge•. w11h any 

ineffect1>e pon1on betng reponed d11ecdy 1n eanungs and offse1 by an) assoeia1ed Ill'• (IO>S) on the invcniOI') value bei~g bed;.>ed During the th1td qu>ner of 10t6. w< d1scocninued hedge accoon1ing as the 

hedg.s were no looger higllly cffeeu•c As of March J I. 2017, all of lllcse controw had e.p1red The im~1 of oor natuntl gu futures com mod"' con= p<C\i ously designated as fair •alue hedg.s and 

1he related hedt~ed item on oor con.ol1d&led 1ncorne stat<rncnt for llle >••r ended Oec<rnbcr) 1, 2016, is presenled belo~< 

( •n ii'IOUII.Itl•hl) 

Commodity contracts 

Fair ,•alue adjustmtnl ror narura1 gas in\'tntory des.ignattd u the htdgcd item 

Tolal incrust in purcba.J~ laJ tOil 

The increbt IR purchased gal COSt is comprised of zhe folio"''"¥ 

Ba.~is ineo·eetavcness 

Tin1ing ineffectiveness 

To uti intfrt(Ch tutss 
Thc'u· "etc 1 ~& n.lwU p• (111'111~ CNM•..tlt\ 41•ntla.;tJ ~<ll!J'SLl'lh• f•11 '•*1.10 bedfn 1n ~1'7 

Ynr E••lf'l 

0r<Crmkr31, ltJt, t•• 

(233) 
681 

448 

(83) 
53 1 

448 

Basis 1ncffeco' eness onses from na~ural ga> mor1<01 pncc d1ffertnces b01"een lll<locauons of llle hedged in-.niOI') and Ill< delin') IOCiuon speafied in llle hedgJng 1ns1N1nents Tlmlnlllneffceri>eness 

arise> due 10 chan¥••'" Ill< d11Tct<nce b01wccn Ill• sp<>c pncc and llle futures price, as "ell u 1hc diff<renee bet\\ccn 1~ um1ng of the seul<rnenl ofllle fUtures and 1he 'al~uoo of Ill< undel1y1ng ph)sieal 

commodlly A• lhe commodil)' conlract nears llle senlcmen1 dale, 5p01·1o-forward price d1fferences should 
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converge. which should reduce or thm1n:atc the impact of this inctTec.tivcncss on purchastd gas cost To the t:'ltttnt th't our natural ps in,·cntCM)' does nOt qualify a.s a hedged item in a fair-value hedge. or 
has not been desiiJ1attd as such. the natural gas in\'tniOfY is valued tl the lower or cost or nt~ rnhnblc value 

/l~dgi11g Ac'fi•·itirJ in 10/S 

In March, May and June 201 S, Sharp p11d a ooul of S 143,000 10 purchase put o¢ons 10 pr01e<1 -saon$1 a decline on p<opar>c pnces and relooed potential in,enoory losses associoted v.ilh 2 5 molhon gallons 
for lhe propane pncc cap pr"'lf&tt' on the 2015·2016 hnung season We exercised lhe pul opoons as propane pnccs fdl ~lov. lhe s1nke pnces of SO 4950, SO 4888 ond SO 4500 per gallon in Oet<m~r ZOIS 
lhrougll February 2016 and SO 4200 per gallon in Jonull)' lhroogh March 2016 We rtce1\ed approX~mlldy $239,000. "hoch rep<esenoed ohedoffaence ~,,...., lhe mlllkes prices and lhe Strike pnces dunng 
lhose months We aecoonoed for lhe pul opuons os fa"' olue hedges 
In Marth, Moy and June 2015, Sharp entered onto sv.-ap agre<meniS 10 mitigate !he risk of nuauauons on wholesale propane ond.- prices associated v.11h 2 5 million gallons c:xpee~ed 10 ~purchased for lhe 
2015-2016 heaunvseason l'nder these swap asre<meniS. Sharp would have received lhe differcnc:e bes"een lhe mdn pnces (Mono BelVIeu pnces in Oet<m~r 201Sihroogh March 2016) and lhe swap 
prices, "hoch ranged from SO 520010 SO S950 per gallon, for eaeh swap agre<ment, ro lhe exlenllhe inde• rn<es .-eeeded lhe sv.ap pri<es If the indo. prices werelov.~ lhan lhe swap prices, Sbarp woold 
ha>e paod the dofference These swap agreemeniS e5Sentially fixed lhe pri<e of the 2 5 million gallons lhal we pur<hased dunng this penod We aeeoonled for the swap agreemeniS as cash flow hedges Sharp 
paod appro"malely $484.000, which represented lhe differen<e between the index prices and swap prices during the month< ofDettmber 201 S lhroogh March 2016 

Commodity Contrt~ctl {t1r Tnulinx Arti•itit\ 
Shonly aner the first quaner of2017, Xrron wound down its operations Xeron was previously cngagtd tn trading activities U!iJng forward and futures contraCts for propane and crude oil These contracts 
wert cons;idercd denvativcs and "ere •ccount~ for using the mark-to-market method of accountinJ! As of Dc:cember 31. 2017 and 2016, Xeron had no ootScanding contracts that were accounted for as 
deriv:uivt.!l 

Bulrmt't .~hut (iff.o;rttinx 
PESCO has entered into master netting agrccrncnu with countcrparties that enable it net the countcrpartic:.' outstandm~ accounts: rece1vable and payable, which are presented on a net basis in the 
consolidated b•l•nce sheets The fol lo'"'nM table summarizes lhe act01m1S receivable and payables on a gross and nco b:Lsis at December 31 , 2017 and 2016 

AI Oectmhcr J I, 2017 

(m lhOU't(lltt.f,) Gross amounts Amounb ofrstt Net amounts 

Accounts r«eivable s 8,283 s 2.391 5.892 

Act0\JI11S payable 16,6U s 2,391 14,2~2 

AI December 31,2016 

(m thtm \UJ"-1.') Gross amounts Amoonos offset Net amounts 

;.\<:counts rece1vable 2,764 1,431 1,333 

t\ecouniS payable 5.335 1,431 3,904 

The follo,,inK tables prcSC'nt 1nrormation about the faarvalue and related gains and losses of ourdenwu,·e contraru We d1d not ha"e any denvaU\e contracu wnh a credit~risk-rdau:d continge-ncy 

F•" values oflhe denvall\e conua<IS recorded on the ton4olid•red balance sbeeiS as ofDectfnber Jl, 2017 and 2016, are as follo"s 
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8. FAilt VALUE Of FIM;\CIAL b STRIJM£Srs 

GAAP es~abhshes a fa1r •alue hoerarchy that priofiuzes the inputs to valuauon methods used 10 measure faor ,aJue The thr<elev.ls of the faor value hierarch} are the foiJO\,ing. 

LC'\·cl t UnadJu.Sted quou:d pncc.s an actJ\ c matltts that arc aettS.Siblc at the mea.surcmcnl datt ror idcnucaJ. unrcsmctcd &sSC'CJ c..- liabilities. 

LC\el 2 Quorcd prices on mmct> that aoe noc acu,e, or onputs \\hich are obser>-.hle, <1thcrdorecdyor tndorecll), for subsunuall) the fullterm of the wet or liability, and 

Le' d J Pnces or ,-aluation technoqu<s requoring inputs that are both ;ignificanlto the fair ' alue measur<mmt and unobitl'\able (o • supported by htde or no marl<et acU\il}·) 

FinnnC'i11l ;hlc () nnJ l litlnHtia ,\ltluurcd ttt Fair Vt~lut> 

The foiiO\\ing tabks summariu our financial a;s<ts and liabohti<S that are measured at fair nlue on a recumng basos and lhe faor value moa<uttmenls, by IC\d, "'thin the fair ''alue himrchy as of 
December 31, 2011and 2016, respocu•ely 

A~ orot'('.-mf~r Jl, ZCI1 7 

(m t~H»i,._AI•I 

Assets: 
Investments-equity ~ccuri11eS 
Investments-guaranteed income fund 
lm•cstrncnts-mutui\1 funds and other 
Total investments 
Derivative asscu 

Tota1 aur:ts 

Unbillllu: 

Derivative habihucs 

A• ot lhumkr Jt, l• t6 

~ 
As~tS 

ln'-·dtmcnts- equity sceunucs 
lnveltmcntJ-a;uarantced ancomc fund 
Jn,est.mcnb- mutual funds and ocher 

T ocal investments 

DMvatJ\c uscu 
Toca1 asnts 

Liabllitits: 

DcrlHbvc habllitJCJ 

Chc•ap<ake Utilotocs CorpooAtion 2017 Fonn I().K Page 78 

s 

s 

s 

•"•fr-\'•lu~ 

22 s 
648 

6.086 

6,7~6 

1,286 

8,042 

6.147 $ 

Falr\ a'--

21 s 
<61 

4,320 

4.902 

82J 

s.ns 

773 s 

O•e~ktl r·rm Ia 
AC1ht- f.1.arWh 

(LA\d I) 

22 

6,086 

6,108 

6.103 

Q.ok-4 ' ' '"' Ia Aft~'\~ 
\brt..rh ( ...... f'll) 

21 

4,320 

4 )41 

4,341 

s 

Sil•lrK'••• Od11orr 
Oh~ruMe 

'••"" (l.c\dl) 

1,286 

1,286 

6.247 

f•lr V&IIH ~1foa~UrTIIIIHib lb.br: 

Slc•lfka•t OtMr 
01--na.hk •• ,.b 
t~rl l) 

s 

823 

823 

s 1n 

s 

s 

s•~:•mc .. c 
Uao~nahk 

lapuh 
(L<•d ) ) 

Sipi.fift•• 
v .. b. .. t'at.k ,.,. ... 

(t...dJ) 

648 

648 

648 

S61 

S61 

561 
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The roiiO\'lOg uluauon lechmques -..ere used 10 measure rai"•alue a~IS on a m:uning basis as or~cember 31, 2017 and 2016 

L(\ d I Fajr Y•lus; Mnwrrmnns 
lln~~tmt·ltiJ • ~qutl) u~'-amtt~~ -The fa.Jr values ofthrse tnding securities an: recorded at faJr ~·alue based on unad)u~ed quoccd prices'" actave madea for identical securities 

/tnY\tn~nh .. mutu,,fjmJib unJ t.Hiwr- The fair valurs of thrse investmtnts. comprised of money m1rk.et and mutual funds. art recorded It fair '·aJue based on quoced nee a~t ...,aJuts of the shares 

L(\(1 2 Ea1r Va!ys Ma<umnmu 

D<rml/1\'( CLU<U cutJ lwMtllt\ The rllr \'alues ofrorward conlraCIS .... measured using marl:n U&nSaCIIOIU on <IIIIer th< hsled or OTC mlllktts The rair \alue orthe propane put-call options, sw•p 
agreements and natural g:u futures con1racts are musured using m1rt.t1 trans.ac:uons for similar assets and liabdtues an t1thcr the li"td or OTC rnartc1s 

Leycl l Fajr yaJuc Mn,urrmml( 

/m~ .. lftW.Ji/'f .. j.."'4CITC1Jtlt•,·J UP(. Om~ funJ - The (an\ alues or lhese investments arc recorded ac the contract \'alue. whiCh approximat(S thtlr rau value 

The ro11o"1n11 table sm ronh the summa I)· or the ch•nges'" the fair ulue or Levell investmcniS rorlhe year; ended December 31, 2017 and 2016 

{mthmudi"M 

Beginning Balance 
Purcha.ses and adjusunenll 

Transfen/disbursements 
Investment income 

Ending Balance 

lnvcstmcntll1(ome (rom the tcvcl l lftYCSllnCMIS is re0c:ctcd in Other (expense) income in lht C0M$Oiidated statements Of income 

s 

s 

For the \ ' u r Endt d Oectmbtr J l. 

2017 2016 

561 s 279 

79 123 

(53) 15 1 

61 

648 561 

At Occcmbcrll. 2017 and 2016, there wtrc no non·finandaJ assets or liabilirie.s requir~ 10 be reported at f.air value We rt\'ICW our non·financial assccs for impainncn1 at ltast on an annual basis~ as 
rcqUirt't! 

Other Fi11llltcilll Aul'b tutti IJ11hilitio 
Financial aucts 'A1th taTT)'in.¥ \Aiues appr0-<1mating fair \·aluc include cash and cash equivalents and account$ receivable F1nancial habilit1ts \\tth carrying nJucs apptoximating fair "-aluc include accounts 
payable and other accrued habohues and short-term debt The rair value of eash a ltd c•sh equivalents is measured usong the comparable , .. hoe on the acll\e market and apprO'<imates iiS canying 'alue (level I 
musurcmcnt) The fair \·alue of shon·term debtappro1(imates the canying \"''luc due to its shon maturihu and bcau.se interest rates appro,imatc: currtnl market rates (Level 3 measurement) 

At ~ember J I, 2017,1onll·le<m deb~ \\hoch indudtslh< current marurities bU1 e><cludes a capiulleas.obhpllon. had a CarT) In¥ 'alue of$205 2 molhon. compared to a fair '·alue ofS'21S 4 million, usong 
a d1sc;ounrcd cash now methodology that inccxporatc:s a market inttt6t rate based on published corpontc bonowin1 rates for ddn instrumtnts \\lth Jimilar terms and avvagc marurities. adjusted (or 
duration, opuonahl) and nsk profile AI December 11, 2016, long-tcnn deb~ -..ilich includes the current matunnes butc<eludes a capuallease obhgation, hod a canying ,.,lue ofSI45 9 milloon compared 10 

the csumat<d fllr\alue orSI61 S molhon The nl.ution ttehmqu< used to estimate the rairvalue orlongolerm debt "ould be con<odered a Le-.·cl3 measurement 

See ~Ott 16. f.J"f''">~~ H•·~~fit l'hlll\, fOt fair \"AAue measurement information related to our pension plan assets 
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The on' .. tmcnt balances at December 31, 20 17 and 2011>, consisted of the foiiO\'lng 

, ......... ,., 
Rabbo trust (USO<:IIIed '""' 1hc Son·Quahfied Deferred Compe,..uon Plan) 
(n\·t)lmtnU 1ft CQUU)1 SCC'\Jrillti 

Tout 

2017 

s 

s 

Page 88 of 120 

As of Ontmbf:r Jl. 

2016 

6,734 s 4,881 

22 21 

6,754 s 4,902 

We classify lheseon><SimcniS IS tradong s«uriucs and ropon them at their fair value_ For the years ended Decomber 31, 2017, 2016and 2015, "e rceorded net unrulized gains ofSI 0 million, $379,000 and 
$7,000, rc-srecuvcly. tn other income (c11:pense) '"the consolidated statements of income related to these tnvestments For the '""cstment 1n the Rabbi Trust, "e also have recorded an associattd habilit)', 
whtch ls tnclud~ an other pension and benefit costs in the consolidated. balance sheets and is adjusttd e.aeh pettod for the gains and Iones tneurred by che investments in Lhe Rabbi Trusc 

10. GOODWILL Al\0 OlllfR INTA~C I BL£ ""-~F.TS 

The carrying value of goodwill as ofDccembcr 3 I, 2017 and 2016 was as follows 

~ 
RCHulated l~ncrt4)' 

Unregulalcd Energy 

To1al 

201 7 
3,3$3 

18,751 

12.104 

2016 

3,353 
11,717 

15,070 

As ofDccombcr 31. 2017, goodwill in our Regula led Energy segmonl is comprised ofapproximaocly S2 S million from 1he FPU merger on Ocoobcr 2009, S170,000 from lhe purchase of operating ass<ls from 
IGC in Au~ust 2010 and $714,000 from Jhe purchase of FO<t Meade in Dccomber 2013 As of Decemb« 31, 2017, goodwoll in our Unrcgula1ed Energy segment is comprised of SIO I million from the 
acqu•siuon of Gathcrco in April 201 S. S6 8 m•ll•on from the acquisition of ccnain opernung assets from ARoM tn Au~ust 2017, and $1 9 milhon from the atquistUon of the operating ass.cu of several propane 
djstnbution companies The annual Impairment testing for20l7 and 2016 inditattd no impairment or goodwill 

The carryon~ value and accumulated amonmotoon of ontangoblc useu subject to amortization IS of December 31, 2017 and 2016 are as folio"' 

AJ or lltumbtr Jl . 

2017 2016 
c ..... c._ 

c.,., ... , Atnu•blt4 Carr,ial Acn ..... lnl 

~ A ..... al A-rd.t-.1.,.. A..,.al A._rttudM 

Customtrhst.s s 7.393 s u ao 4,012 s 2,379 

Noo-Competc l!;fe<m<niS 210 17$ 270 146 

Othcr 270 192 270 184 

Total s 7,933 $ 3,247 4,552 s 2,709 

The customer hstJ acquwed 1n the purchases of the opcraung assets of Se"\'etal compani" are bcinH; amonitcd O\·tr seven to 12 )'tars The non.compcte agrec:mcnts acquired in the purchase of the ~nung 
assds of SC\ era I compan1t$ are bein!J amOitJztd 0\tr 1 si~a) CAr or se""tn-year period The other intaog.~blt a.ssru con.s~st or aequ1snaon coitl from oor propane dislnbution acquisitions in the late 1980s and 
1990s and are bcins amoni•ed o\er 40 ycars 

For ohe ye•rs ended December Jl, 2017, 2016 and 2015, amortization expense ofinlAJlgible assots was SS37,000, $380,000, and $367,000, rcspcclively Amortization expense ofinWlgible asscts is e'pccted 
10 bc $790,000 for each of the years 2018, 2019 And 2020, $725,000 foe 2021 and $471 ,000 for 2022 
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l'ot<S to lhe Coosolidated Finaneial Statemenu 

II. L~CO\lt T AXts 

We file • consolidated federal income tal( return Income tax expense allocated to our subsidiaries 15 bbcd upon their respective 1axable 1ncomcs and 1a~ credtts State income tax returns arc filed on a 
npar:uc company basis in most state$ where we have opera lions and/or are required to fi le Our rewms for tax years aOcr 2013 arc subject to cxammation 

We had no net operating loss for federal income La< purposes os of December 31, 2017. As of December J 1. 2016, we had a net operating loss for federal income tax IMposes ofSI4 0 million, which we 

ca1 ried back two years. For state income tax purposes. we had net operating losses in van om states of SJ4 2 million and Sl9 6 million as of December )I, 2017 ond 2016, respectively, almost oil or which 

"illexp~re 1n 2036 We have recorded deferred tax a«ets ofSI6 million and 5893,000 related to state net operating loss carry-forwards at Decentbcrll, 2017 and 2016. respectivdy, but we have not 

recorded a \Biuation allowance to reduce the futute benefit ofthe tax net operating losses because we behtvethey "ill be fully utilized 

p,.tfrral Ttrx Rt'fiNm 

On December 22. 2017, President Trump signed tnto law the TCJA Substantially all of the prOVIsions of the TCJA are eff<eti,·e for lllxable yean betpnntng on 01 alier January I, 2018 The prO\illons 

sittn•ficand) •mpactrng us melude the rtduclion ortht corporate: fe-deral income ta..x rate from lS percent to 21 per«nt and se\·eraJ ttthnical pMisions. •nclud&ny.. among Others. limiting the utilizaoon of n~ 

e>p<nbnlllosw ariSing af\u December 3 I. 2017 10 SO percent oftauble income "'lh an indelintt< Ull)for\\ard Our federal income II.< <<pense for penods b<!11nn1ng on January I, 2018 will be based on 
the new federal corporal< income lllx rate The Sp<c1fie TCJA pl'O\isioos rdared to r<guloted public uuhues 11enenol!) allow for the ronunued dc:duc:Ub1hty of Interest expense. the elimination of full 

C\pt'I'Sana (or ll\. purposes of cuutn propcny acquired &1\cr September 27. 2017. and eonunuataon or cma.n ra1c n«malization requirem~LS for acctlcra\cd dtprccution benefits 

Addau()(lall). enactment of the TCJA resulted in chanscs to the Intern-al Re\'enuc Code. \\.hich matcnally ampac.:tcd our 2017 financial statements ASC 740. hkfHm: ru.r .. s, requires r«ognition of the cfTtcts 

or chan~c.s in ta.x la\\oS in the period m which tht law is enacted ASC 740 r~ulres deferred tax: assets: and hab1hhtS to be mtasured at the enacted ta' rate C'<pcctcd 10 appJy 'A'hen temporary difTertnces are 

to be realized or seuled We have compl<ted and have made a reasonable estimate of the measurement and accounung of certain effecLS of the TC JA, wh1ch have been reOected in the December 3 I, 2017 

consolidated financial statements, the period in \-.hich the TCJA was enacted At the date of enactment. \vt re-measurtd deferrf!d 1ncome taxes based upon the new corporate ta.'t rate For our regulated 

bu5inesses.thc change in deferred income ta'Ces orS98 S milhon was recorded as an ofT set to a regula tot) li:~~bilily. some ponion of which may ulunlately be subject 'o refund m customers We are at various 
stages or discussion with our regulatory jurisd1ct1ons For our unregulated businesses., the change in deferred 1ncome taxes of Sl4 3 million was recorded u an adJuMment to our deferred income taxes and 

increased our net income 

The following tables provide (a) the components of mcome tax expense in 2017, 2016, and 2015, (b) the reconCiliation between the statutory federal 111eome tax race and the effective income tax rate for 

2017.2016, and 2015. and (c) the component< of accumulated deferred income tax assets and liabilities at December 31.2017 and 2016 

,.,.,.__.,,, 
Curnnc lncomt Tax E.tptnse 

Federal 
State 
Other 

Tc.ul currcnc 1ncome ta'< c.,;pense 
Dderrtd Income ·r:1:c Exptnse ••) 

Propc.11y, plant and equipment 
Deferred gas cOSIS 

Pens•ons and othet employee benent~ 
f'PU mcrgcr·rclated premium eos1and deferred gain 

Net opt rating loss c.anyrorwards 

Other 
Total dt(c-rrc:d 1ncomc: tax expense 

Tou1l l ntolnt Tax Elpc"nn 

2017 

s 

s 

for lht \'ur Endtd Otctmbtr 31. 

2016 20 1 ~ 

2,80J (4,89S) s 4,875 

492 2,053 I.Sll 

(71) (71) (21) 

J,22~ (2.916) 6.385 

R.3 1~ 31.062 21,205 

2.002 1,163 (I,SJ9) 

180 237 (84) 

(1,148) (572) (556) 

193 (9) 2,078 

•• ~4~ (624) (S84) 

11,03~ 31,257 :o.~2o 

14,309 28,141 s 26,905 
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hlttJ...-W'IJ• 

R«ontilia lion of [fl't<tht lncornr Tn Ratts 

fcdffal mcome ta' ~ptonsc 

~tate mc:omc ta);U, ntt of ff'dctal bt:ntfit 
ESOP dJ\ 1dend deduction 
Revalu•uon or dcrmed tn usets •nd hab1hties 
Oilier 

Total lntomt Tax •: \ptn.st 

Efrtctht lncomt Tn Ralt tll 
J.o.lcral , ...... ~ 1.1\CII \O'tiC. ~•kulala.l 111S p.-. .. ~1 for c-ao;h )c.t rCf"~a.l 

2017 

s 

s 

Page 90 of 120 

f or tht \ 'tar Ended Otc~mbtr Jl . 

2~..1~1 s 
1,$9~ 

(257) 

(14,299) 

1.620 

2016 

22.759 

3,422 

(264) 

2,424 

28,341 IU09 ;S;.,. ___ ...:;;:;,;.;_ 

1 9.7~~. 3881~. 

2015 

s ll,865 

3,062 

(263) 

241 

s 26,905 

39 54~. 

,,, ffl(ltlt\'( \1'( tete''" lU17 llk.l...Jt•t!w tnll'lll~ 4•(tho JU\ .. 1.-tmft e>(ck(C'~ ~'II; ·~tlllnd lr;atltlll1d ra. eM' unnplllt\1 ~c."'- til •nl('lmtct'lt.li•Oft ~.j tlw I(,')/\ 

rmtiwuu~t~~.M 

Otftrrttl Income Tnu·s 

Deferred income Ut'< llabililics 
l'ropcrty, plant ond equipment 
Acquisition ndjttstnlcnt 
Loss on reacquired debt 
Deferred ¥0S costS 
Olh<r 

Total dtfcrred mcome ta.• hab1htt<s 

Defcned income ta"' assets 
Pcns1on •nd other empiO) tc b<ntfils 
EnV1ronmentaJ costs 
Ntt op<rattnllloss carryforwards 
ln\C)tmtnltJ."< credll Catr)forward3 
Sdf 1nsurance 
Stotm rClM c habahly 

Olhor 
Total deferred 1ncome tax u><1s 

Otftrrtd l ncomt Ta.JtS Ptr Consolidattd B1llncf' Shuts 

Chcsapea~cl:uhti<s Corporation l0171'orm IO.K Page Sl 

2017 

s 

1-\s of Otctmbtr 31 , 

2016 

133,581 2 18,074 

9,323 14.840 

IS.l 442 

2.574 1,846 

5.~22 6.375 

151.053 241,577 

4,698 6,230 

1 ,74~ 2,592 

1.625 952 
2,643 

16~ 189 

717 1,13 I 

6,BS 4,946 

15,203 18.683 

IJS,$50 222..894 
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12. LO., G-TER\t OUT 

Our ouutandln&IO<lll•trnn dd>t is shown bclow 

,,.,.......,, 
FPU strur<d fir>t mcn11•11• bonds 

9 08'o bond, due June I, 2022 
Uncollotcraliz<d Semo.- l'otcs 

6 6-1°/e note, due O.tober ll, 2017 

S s~. note, due October 12. 2020 
S 93~·. note. due Octobtr 31 , 2023 
S 68'·• note, duc June 10, 2026 
6 43' , note, due May 2. 2028 

l 73"o note, due Deecmbcr 16, 2028 
l 88',> note, due May IS, 2029 
J 2S~. note, due April 30, 2032 

P1onlissory notes 
Capit•llea~e obh11ation 
Less debt issuance costs 
Total long·tcrm debt 

Less current maturiti es 

Totnllong·term debt, net or cu1Tcnt malllrities 

s 

$ 

Page91 of120 

~'>otcs to tht C0<1soltdat<d Finanaal Suremonts 

1\ S of Df'u·mbtl' Jt ~ 

2017 2016 

7,982 7,978 

2,727 

6,000 8,000 

u .ooo 21,000 

26.100 29,000 

7,000 7,000 
20,000 20,000 
so,ooo 50,000 

70,000 
97 168 

2,070 3,471 

(433) (291) 

206,816 149,053 

(9,421) (12,099) 

197,395 136,954 

Annual matunllcs and principal rcraymcnts oflonJ!•term debt, excluding the eapita.llea<e obligation, are as folloW> SS 0 m1lh0<1 for 2018. SIO 6 m1ll1on for 2019, Sl S 6 million for 2020. $13 6 million for 
202l, $25 1 million for 2022end $132 3 million thereafter See Note )4, L~l4r! Ohhgatmm·, for future payments related 10 Ule eapuallease obligation 

Sh•lf Agru m<nts 

In October 2015, \\C cntcrw 1nto the Prudenual Shelf t\gre<:men~ under "hich M may requ .. t !hat Prudential purch...,, 1hrough October 8, 2018, up to $ISO 0 m111ion of Prudcn1ial Shelf Kotts The 
PrudenuaJ Sh~lf Noces hi\C a fixed inttrest rate and a maturit) date nOt to e~c«d t\~re-nty yean from the date of issuance Prudential IS unde-r no ob1iaanon to pun:ht K any of the Prudential Shelf Noccs The 
interest rate and tmnJ or payment or In)· Jerics of lhc Pntdctttial Shelf !'\'otes "ill be determined at the time of purchase 

In Ma) 20 16, Prudential lllfcod to purchase $70 0 million of l 25 pcreont Prudential Shelf :-:otes, "hich "'ert usu<d on Apnl 21, 2017 The proec<ds rec<rv<d fro.-n this isswnee of Prudential Shelf NOles 
\\crt us<d to reduce shctt·trnn bcno•"nll' under the Re-ohcr The ballliC<: under the Revohcr hod acciSmulat<d 0\<r t1me as copuale•ponduures "'eretempOnllly financ<d As of December 31.2017, S80 
million mnouu .-ail able fo.- ISSuance under the Prudential Shelf Agr~mcnL 
In Much 2017, \\C enter<d 1n1o the Metl.tfe Shelf Agrccrn<n1 and the 1'-'YL Shelf Agreement. under "hich ''"may rcques11hat Metl.tfe and KYL. through Mareh 2, 2020. l"'f'Ch>SC up to SISO 0 mlllioa and 
S 100 0 milhon. rcspcc11\ ely. of our uni«Ured senior debt The unsea.tred senior- dcbl wou)d hnc a ri~ed 1nttrest ntc and a matunl)' date noc to exceed rwenry years from the date orissu.anee Metlifc and 
NYL arc under no obligau0<1 to purchase any un~rtd senior dd>t The inter<11 rotc and tmns of payment of ony sencs of unsecur<d senior debt"''" be dettrmin<d at the lime of purd>ase 

In l'o•ember 1017, NYl. lj;<cod to purchase S~O 0 million ofl 4r, Series A notes and SSOO mtlhon of 3 ~s·, Sencs 8 n01cs The Series A n01cs and Senes 8 nOI<S v.ill be issu<d on 0< befo.-e May 21, 
2018 and Novt~n~ 20, lOtS. rc,pecu,·cly The proct'e'ds recched from the issuances of these shdf notes '"111 be uied to reduce !.hOfHerm bolro"ings under 1he R~·oln~r andtor Jines of aed11 andior to 
fund capual ••penduures The NYL Shelf t\ j;<ecm<nt has been fully utilized 

As ofDectmbcr 3 I, 2017, M had not roqucsted that Metl..lfc purchase unsecur<d senior dd>t under the Metl.ife Shelf Aj;<ecment 

The l'rudenual Shelf AJifCCmcnl, the Mctl..lfe Shelf A!lrcemen~ and the l'<'YL Shelf Agrcemenl set fonh ccnain business coHnaniS to wh1ch we arc subj<ct when any :olote is outstanding. includ1ng 
COVtJlants that hmtt Of restrict our ab1lity, and the ability of our subliduuics, to incur indebtedness, or plac:t or ~m1it liens and encumbnnc:cs on any or our pi'OJ)f:ny or the property of our subsidiaries 
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Notes to the Cocl.So4tdatcd Finanetal S.atemc:nts 

We guo111nt«d FPU's flm mortgiJl< bonds. "hich arc scau<d by 1 hen covering all of FPU's propeny FPU's forst mongag< bonds contain 1 rffiflclloo dmlimil$ the poym<nl of di>idcnds by FPU It 
prO\'tdcs that FPU cannot make dt\ldcnds or orhcr rcstrict<d poymenl$ in <'<C<SS of the sum of S1 S mtlhoo plus FPU's coosohdat<d n<t income accru<d oo and aficr January I, 1992 As ofD«crnber 31, 
2017, FPU'• cumulauve net tncorne base .. ., S 142 6 million, offset b) rcsuict<d paymcnl$ of SJ76 mtlhon, lca' tng S 104 9 millioo of cumulab>e net tncome for FPU frtt of rcsuictioos pursuant to thiS 
e:ovmant 

The dwidcnd rc-.stnC't1onl tn FPU'' fir~t mortgage bonds resulted in approximately S·O 0 million of the Mt USdJ or our con.solubted sub~tdtwes bting rcstri('led at lkumber 31, 2017 This rt'P'fCSCnlS 
appro•imatdy 9 percent of our consohdat<d net asscu Other than the di-idcnd rcsuictions in FPU's first mortvg< bonds. thcrc are no lcgal, contractual or regulatory reStrictions on the oct assets of our 
subsidiaries 

UnNJIIattruliuJ StniQr Note> 
All of our uncollatcraliud Scntor Notes rcqutrc periodic principal and interest payme:nts as specified in eac:h note They also contttn variou$ rt>trictions The most stringent restrictions state thai we mu.s1 
maanta.in equ11y of at ltasa 40 pt:rctn1 of totaJ cap1tali:ution, and the fixed charge CO\'crage ratio mu)t be at least I 2 tjme_s The: mosc recent Sc-n1or Notes issued in Dtcember 2013 also contain a restricuon 
that "e mull mamtain an aggreglle ne1 book '·alue in our regulated busines.s assets of at least SO percent or our consohdatt-d total assets fat lure to comply ''ith those eoventnts couJd result in accelen~ttd 
due dates and for tem1inauon of the Sen1or Note agreements 
Certam uncollttcrahzed Semor Nole$ contain a "restricted paymcnl$"' covenant M defined in the respective note •~V~ements 1 he most resuicli\·e covenants of1his type are included within the .S 93 ptor'Cent 
Sen1or Note, due October 3 I, 2023 The CO\'enanl provides that we cannot pay or declare any d•,·ide:nds or make any other rc).tricttd payrntntS in e><cess of the sum or Sl 0,0 million, plus our consolidated ne.t 
income accru<d on and aflcr January I, 2003 As of Doccmbcr 31, 2017, the cumulative consolidated net income base WI! $3877 million, offs<l by restricted payments of Sl78 0 million), I caving $209 7 
million of cumulative net income free of resu ictions 

As of Decemb~r 3 l, 2017, we are in compllt~ncc with all of our debt covenants 

13. Sn o RT-TeRM IJORRO"tNCS 

At December 3 I, 2017 and 2016, we had S2S l 0 million and S209 9 million. respectively, of short-term borrowings outStanding at the wtighu~d average mterest rates of 2 42 percent and I 43 percent, 
respectively In October lOIS, "e cntertd into a Credit Agreement with the l...<nders for a $ISO 0 million Revolvorthrough October 2020 subject to the terms and conditions as spcciti<d In November 2017, 
'''C enu~rcd into a new $40 0 million shon-term credit facility with a new le-nder As a result, we now have an aggrcg<~tt of$370 0 million in credit linescomprist:d of five unsecured bank credit facilities with 
four financiol tnsutuuons. w1th $220 0 m11hon in total available cr<dit, and a Revolv<r wnh five panicipaling Lcnd<rs totahng Sl SO 0 milhon We incurr<d commiun<nt fees of $131,000, SI4S,OOO and 
$106,000 tn 2017, 2016 and 201 S, rcspccu>ely The following table summarizcs our shOfl·t<rm borrowing facliiucs informauon at Dccember 31,2017 and 201b 

CheS>peakcl;tihll<S Corporauon 2017 Fonn 10-K Page 84 ----------------------
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(m thou.,nmbl Total Facility lftttrtl l R1tt E:~pirahon Oalt 

8tnk Cftdit fati lity 

Cornnuncd ~\'Oh mg tredil facdny A 

Commuted f'e\Oh ang trcdJt fattllt) B 

Short-term rc-,oh•ngcnxht note C 
Comnuutd m oh me cmht Cxahh o 
CommaUtd tt\ oh tog cn:dtt fac:aht) E 

ContmauN rt\ohangcmht fxthh F ' 

s 55.000 LIBOR phti I 00 pc:rcc:nt '1' Oclob<r l8. 20 18 $ 

TOlal shon.ttnn c:r~dat fiK'ahllcs 

Book o' crdrant•• 

Total short·tcmt borro'' ang 

30.000 

50.000 
•5.ooo 
40,000 

ISO.OOO 

)70,000 

LIBOR plus J 00 pc:rccnl '11 Oclob<rll. 2018 

UBORplusO~Opc....,1 °' Oc10btr31, l018 

UBOR plus 0 8S pcm:n1 ' Ocaobcr 31. lOll 

UBOR pluo OSI p<r«nl ' Oclobcr 31. 2013 

LJBOR plus I 00 pc:rccnt 1
" Ocaobcr 08, 2020 

11 
llu•(ec ''' 1-.....-.~atl.tOOit(,., IM•tyol~pctW.IJrCu•up~ t 00rtt~---~MT~II~•u• pm:.n!U1C\II l~l<.:~·•t..Lu.auoo 

At tM" dl-tt:w.I~n..lhc bonCI'Ort~1-.Jn ... (..Jd, c.- t-s"lllkf.-••• dre1ceJ«'• -..me,..~a O Mir-•..­

f'l At .. -...:t"""'- llw~~r.J,..irrllu•(•abh-bdl lllii(:Utl .. dwlcfto.ltor'fkliCm.tfhu O'&:Srcr<ftl 

' "' Tfp~N a~h"*O\-nJraf'4~\~tcr~~~-al."""h~"mhtrKdct'¢$ 

' ' Thtll ~cnm.au"'J r.:,ll'h'Ul@ ,;(edit (o.;:cht\ •••.J\IIJctl• re~h1.•n thac our 'ho~tH~rm bott\l'\'1111p, c:'i.cluJ~ llfl\' MI\Wt mp uoakr tho: ~;•~nwt!Wo:.J N'"l\ln' 

<n-dn f•t.:lllt\-, Jh~tll not t'1..:1.-od $1000 mall~m 

s 
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;hafltblt at Otttmbct" 
l>c<tmbtrli.ZOI7 Dtnmbtr Jl. 2016 JI.ZOI7 

ss.ooo 45,000 

10,500 21,311 9,500 

50.000 50,000 

40.171 JS.ooo 4.Bl9 

40.000 

75.000 so.ooo 75.000 

140,671 201,311 129.329 

IO.Z98 ~.5c.o 

2~0.969 209.K71 

These bank credit facilities are available 10 provide f11nds for our shon~term cas.h needs to met't seasonal workinH carital rtquirements 11nd to temporarily fund pottions of oor capital CXJ)tndttures We arc 

authorized by our Board of Direcaors 10 boiTOW up 10 S27S.O mil loon of shon-aerm deb1, as roquired, from these shon·ltrm lines ofcredu As ofl'ebruary 27, 2018 lhelloard increased thislimil from S27S 0 

million 10 SlSO 0 mollion 

The '' ailabthty or funds under our crt'dtt facilities is subJect to condauons specified m the ~specti,·e ""cdtt agrecmC'nts., all of "1lich "e cumndy satisfy Thtw condtbon$ include our compltance "ith 

fioilllCial ~enants and the continued aceunC)· of representauon~ and \\arranties cootama:lm then agreements \\ e are required by lhe financtaf c~enantS in our r~olv1ng credu Ctciline-s to maantain. at the 

c.nd of each tiscaJ year, a funded indebtedness ratio of no greater th;an 6S percent We are in compliance with all of our debt covenants 

U. LEAS£ 0DLIGAT10NS 

\Ve have entrred into several ope:raungleaJe arrangements fOf office •pace, equipment and p•~line facilities Rent c'l:pense related to these leases for 2017, 1016and lOIS was SJ 6 million, Sl S m1llion, and 

Sl 7 million, r<<pecb•·ely As of December J 1. 2017. furure mooimum paymenJs under ouo currenllease agreemenu for the ye.us 2018 1hrough 2022 are S2 7 millioo, S I 7 million, S I 0 mollion. SS I S,OOO, 

and $6>1,000, r<>pectt•-ef) and appn,.imarely SJ 7 million thereafler \\llh an agsresa1e lotll of'appro<imately SIO 6 mol loon 

For each of the years ended Dc..,mber) I, 2017, 2016, and 201\ \\c p;tJd Sl S milloO<t, for a eapolallease arno¥emen1 rolared 10 Sandptper's capaC11), supply and openbng agreement Furure monomum 

paymcnu under thos l<ase arn.ngcmcnl are SI .S million for 2018 and $625,000 in 2019, \\ilh an agsrega1e 1o1al ofS2 I mollion 

Chcupeake Uuliucs Corponuion 2017 Form IO·K l'age SS 
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IS. STocl.ttOLDrRS· £Qum• 

Preferr<d StO<k 

We have 2,000,000 auohotized and unissued shares of SO 01 1>ar value preferred soock a< of December 31. 2017 ond 2016 Shares of preferred >lock may be i,;sued from lune to time, by auohonLalton of our 

Board of Directu1·s and without the n((cssily of funher action or authori1..ation by stockholders, m one or more ~rics and with such voting powers, designations, preferences and relattve, particll>ating, 

optional or other special rights and qualilications a.s the lloard ofDin:,tors may, in its discretion. determine 

(.Qmmon Stock Puhlir 0/f~ring 

In S<poemb<f 2016, we completed 1 public ofTenng of 960,488 shar<S of our common Slock It a public ofT< ring pnct per $lure of S62 26 The nto proc<eds from ohe sale of common soock, an<r deducoing 

und..,.Tiuna eornmossions and npens<s, ,..,.e apprOlCimatdy $S7 4 million, Yihich \\trt added to our gtn<nl funds and ustd primarily to r<pay 1 portion of our shon·ttnn ddn undtr unsecurtd Iones of 

credJt 

,\'lwulwldcr,\' Rixhts 

Effecllve February 27, 2018, we enoered onoo lh< Amendmenooo ohe RiiJhiS Agreeno<IIIIO acceleraoe the txpiNioion ofohe Righos (as defined below) from S.OO PM , New Ym1< Cioy oime, on Au11u1t 20, 2019. 

10 S.OO P M • New York Cioy time, on February 27, 201 S and, whieh has ohe effect of oerminaung the Righi$ Agrocmenl on thao daot All he umc of theo<rminauon of oh< Ri~;hos Agr<emeno, all of ohe Ri1Jhl$ 

distribuoed 10 holders of our common soock pursuant to th< Righos Agreemtno ,.;u oxptrt by thctr mpcctiv< t<rms Accordingly, the RighiS Agreement os of no funhtr force and efTeet 

Prior to l<rmtnauon of the Rights Agreement. tach ouostanding share of our common slocl htld of record on Stpt<rnbtr J, 1999, as adjusted for our ••ock split in Stptcmbtr 2014, ltld addttional sharu of 

common soock tssued smct that ume, wuaccornpanted by one prtftrred stock purchaS< righl (tach, a "Right. • and, colltc1t>dy, th< "RightS") Each Rtghl initially <nulled tht holder to purchase on< fiftieth 

of a share of our Series A Participaoin¥ Cumulative Prtf<rred Soocl., par value SO OJ per share, at a price of 510 per unot. subjeco to anti-diluuon ldJu>lm<ntS Upon a person or entity becoming an Acqutring 

Person, each Righi (other than the Righos held by ohe Acquinny Person) would have become <xcrcisable 10 purchase a number of shares of our common stock haviniJ a market valu< cqualoo owo umes che 

exercise JUice of the RiM,hL 

AccllmUitllttl ()1/,tr Compr~hensil't~ (I .OJ \) 

Defined bent fit pension and posrre-urcmen1 plan items. unreaJized gaans (losses) of our prop.ane swap agr~men1s. caU op11on.s and nacural llJS fututts and sw-ap contncts, designated as commodlt~ contracts 

cash flo" heds<>. art the componmiS of our accumulated comprthenll> < tncorne (loss) 

The follo..,ng,.bles prestnc th< chan~cs on the balance ofaceumulaoed other comprchensi>< los.s for the years ended December 31,2017 and 2016 All amounts tn the follo"ing tabi<S arc prcsenled nco of 

ta.< 

As of December 31,2016 

Other comprchtnJI\'t: income bcfort rcclassiricauons 

Amoun1s reclassified from accumulated other comprehensive incomcl(loss) 

Nee cu1 rent·period other comprehensive ineomt/(loss) 

As of December 31, 2011 

Chtsapeakt U~hues Corpontion 2017 Form 10-K Pag< 86 

OtM .. t.d R'fKnt p,.f14(ofl 
*•d POJ-lrtllrt'n~~t:•l l'l•• 

ht'IIU 

(5,360) 

281 
336 

617 

(4,743) 

Ct~nuy.-.dhy Co• traer C'"" 
tlow llt4t"' Tetal 

482 $ (4.878) 

I 59 440 

(170) 166 

(II ) 606 

471 (4,272) 
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aM.;,:ftaJ'nlh 

AsofO<ccm~ )I, 1015 
Othor comrrthcnSI\. tncome (loss) ~fore r<clusificatioos 
Amounts recJusifiW from accumulated other comprthmsivc income..-(los.s) 

Ntt cuntnt-pmod ochtr comrre:hcnsi\e •ncome 
AJ ofO<ccm~ 31,2016 

Page 95 of 120 
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Oc:ft.M.I lkHflt Pu....,. 
H4 P~trctirtmtet "-• 

Jk-Mil 

Co~if) CMirwf• 
c'""~u"',._, 

s (S,S80) S (260) 

(2S4) 762 

474 (20) 

220 142 

(5,360) .::,s _____ 4.;.;8;;.2_ 

s 

s 

(S,8.SO) 

S08 
454 

962 

(4,878) 

The following table present> amounu reclassofitd out or aeeumulattd other tomprchcnsivc income (loss) for the \cats cndtd Deccmbor ll. 1017, 2016 and 201 S Deferred gains and losscs of our eornmodlly 
conU1tt5 cas.h now hedges arc recogni1.ed '" ea~n•ngs upon sttdement 

f'or the Ytar [ndtd l>tttmber Jl, 

(11ft1i0rt•tlllflfi 

Amottitation of dcfintd benefit pension and postretirement plan items: 

Prior service cost''' 
Ne1 gain 11 ' 

Total before income taxes 
Income: ta'< benefit 

N<t ofta. 

Gauu and loMes on cornmodlly controcu cash flow hodges 
Propant swap agreements 1 

~llturall)l.5 swap'( • 

Natural ¥.11.5 futures 

Tota.l b~fore tncomc taxes 
tncome CA,'<. IMpiCI 

Net orta'< 

TOUI rcdas<oficaooos for the pcriod 

s 

s 

$ 

s 

~ ............. ...w~no.t~..t .. pn~ t.mmtt: "« ~'ll< 16. ~Bnwfi$1'••. roc ..W.t~M~tJcutb 

2017 

77 

(636) 

~~~9) 

223 

(336) 

1,607 

(822) 

(456) 

329 

(159) 

170 

(166) 

l'llilloc --.:'•• -.;l~•lkfffc.;t_,..,f~~utiaJ"'-n ..._ .... ,~1\'f:Ubtnlmmb: Sec SI.Jic7.lkrn•""'l"'"....,'t. fllll ,.,......._ddul• 

2016 2015 

s 77 $ 68 
(87 1) (650) 

(794) (582) 

320 233 

(474) (349) 

(322) (120) 
(55) 

J4S (31) 

23 (206) 

(3) 83 

20 s (123) 

s (454) (472) 

Amonizauon or defined ~ndit ~nsion and posu-rtiremC1lt plan tltm.S is included in ope~taons c'<po.ue. and gains and losses on rros'1ne s"ap ag.r«ments. u11 options and natuJ'ill gas futures contracts arc 
mcluded m cost of s.ales. an the aecompanpng consolidated sutement:s of income The income ta'< btrttfit is mcluded 1n 1ncome 11~ ~ptnse 1n tht. accomf*1)''"8 (()n$01idated statement$ of income 

16. t: \IPLO\ L£ 8t~EHT PW\~S 
\Ve mea~ure the us.cts and obhgauons of the defined bt:ndit pension plans and other postreuremcnl benefil.s plans to determ1ne the plans• fundtd stJtus as of the end of the year as an asset or a liability on 
our con'liolidated baJance sheets We record as a co.nponcnt of other comprehensive income/loss or a regulatory asset the changts in funded status thac occurred during the ytarthar are not recognized a.s pan 
of nel ~nochc benefit eons 

Chesapc•ke Utolillts Corponttion 2017 Form 10-K Page 87 
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D~fin~J lk~ttfil P~1uion Plmn 

We spcxuor three defined b<nefit pension plans the Chesapeake Pension Plan, the FPU Pens. on Plan and the Ch<><lpeale SERP 
The Chesapeake PenSion Plan"" closed to new panicipaniS, eff«tive January I, 1999, and"" frozen "'itb res pea to ad.lauonol years of smaee and additional eompensaoon, effeetive Janual) I, 2005 
Benefits under the Che,.peale Pension Plan Mre based oo each participant's )<It'$ of seniee and highest ''era¥< eompen>auon. pnor to the fr..,zinJ of the plan Actht parucipants on the d•te the 
Chtsapeale PtnJion Plan "as frottn wert credued ""h rwo addtuonal )tat'$ ofS<f\iee The unfunded liabahty for tht ChesapeaLe PenSion Plan ofapprcnimately Sll million and Sl7 million at Decemb<r 
31 , 2017 and 2016, " ancluded an the orher pen!.ion and benefit costs liabilit) in our consoladated balance sheets 

The FJ•U PenSion Plan CO\ crt ehwble FPU non-unaon empiO)..,. hi~d before Janulll)' I, 2005 and union empiO) ..,, hared b<fort the respecuvt union contract .,.panuion dates in lOOS and 2006 Prior to the 
FPU merger, the FPU Pcnsaon Plan ""' frOJ'en with resp<ato additional years of smioe and additional cornpensauon. effccu,t Dcc.mb<r J I, 2009 The unfunded habihty for the FPU Pensaon Plan of 
oppro<imately Sl63 millaon ond SZO 6 mall ion at December 31 , 2017 and 2016. respeeti,·ely, is included in tht oth<r pensaon and btnefit oosts liability tn our consolidated balance sbec:IS 

The Chesapeake SFRP was froten wuh respea to additional )<Irs of servio< and additional compensation as ofDeccnab<r 3 I, 2004 Benefiu under the Chesapeake SERP were based on each panacipant's 
ycus of service and h1g.hest aHrage compet1sa1ion

1 
prior 10 the freezing of the plan Active partic1pants on the cbte the Chesapeake SERP '' aJ fro1tn "ert credited , ... ith 1wo additional )'ears of SCI'· ice The 

unfunded l11bility for the ('hesapea~e SliRP of approximately S2 4 million, at both December J I, 2017 and 2016, as aneluded tn the other pension and b<nefit costs liability in our consolidated bal•nce sheets 

The following schedule sets fonh the funded status at Oetember 31, 2017 and 2016 and the net periodic co" f01 the )<Ats ended December 31 , 2017, 2016 and 2015 for the Chesapeake and FPU Penston 
Plans 

1\C OrC',·mh(( 31 . 

(IIIIIIONJt,mdtl 

Chnngr In hcontnt obllgsuiou: 
Benefit obligation - beginning of year 

rnterest cost 
Actuarial loss (j13an) 
Effect of settlement 
Benefits paid 

Benefit obliJiliUon tnd or year 

Ch:angt in 1•lan unu: 
Fan value or plan assets bclPnn1ng or)~ar 

t\ctual rc-cum on plan asseu 
Employer eontnbuhons 

Benefits paid 
Effect of settlement 

Faar ulue ofplana...u - er.d of)<>r 

Rrcon~al•alion: 

Funded status 
A«rutd: ~n)ion cost 

Anu •nplions: 

01sc:ount rate 

E.•pected return on plan asstts 

Chesapeake Uuhtics Co'!'oration :011 ~orm 10-K 1'•11• 88 

s 

s 

ChtSA11tAkt 
PrnJiOn 11hlfl 

201 7 201 6 

II ,:J5S 
402 
45~ 

(763) 

II .H 3 

8.668 
1.144 

J06 
(768) 

9.J~O 

(1.093) 

(2,093) s 

3.50'/o 
6.00•1. 

f'PU 
Prnsion Plan 

2017 2016 

II,SOl s 63.832 64,435 

421 2.~82 2,525 

330 1,199 (216) 

(433) 
(464) (2,U9) (2,912) 

11.355 64,664 63,832 

8,752 43,l72 42,207 

424 6,025 2,343 

389 1 .9~8 1.634 

(464) (2,U 9) (2,912) 

(433) 

8.668 48.396 43,272 

t2.o87) ( 16,l6S) (20,560) 

(2,687) s (16.268) (10,560) 

375~. J.7S% 4 00'1. 

600' . 6.50% 6 SO' , 
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~ .. or lht )'nn fnctrd Prccrnbrr Jt. 

, .. ~, 

CompontntJ of ncl ptriodic ptnlion t'Osl: 
lntc:rcst cost 

E'pec1td return on assets 
Amortlz:aUon of" ac:tuanallou 

St1dtm~l e:x~n.se 

Net puiodic I,C'ruion tost 

Amon1z.ation of pre·mcrg.er ftb"UIIIOI)' asset 

Total ptriodic cost 

t\ ssunlJlfions: 

Discoont rate 
E\pcctod return on plan ustts 

2017 

s 402 
(495) 
399 

306 

s 306 

3.7~% 

6.00'1. 

Chtsapt'akt 
Pmsioo Plan 

2016 201~ 

s 421 s 
(SOl) 

459 
161 

S40 

s 540 s 

375% 
6.00'/o 

Page 97 of 120 
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FPU 
Pf'nJion Pltn 

1017 !016 2015 

407 s 2,..a8l 2,525 s 1,5().1 

(~30) (2.779) (2,702) (3.107) 
192 513 519 451> 

269 216 342 (147) 

761 761 761 

269 s 977 s 1,103 s 614 

1 SO'o 4.00% 4 00'/o 3 7S'·l 

600''o 6.50~. 650% 7 00',6 

Included in the net periodiC costs ror the PI>U (,ension Plan is continued amoniz.ation of the FPU pension 1eguhHOI)' as10c1. which repn:sents the ponion attributable 10 FPU"s re-gulated operatJons fonhe 
changes in funded status that occuned. btl1 w·erc not r«:ognized as pan of net periodic cost, prior to the mtl'})er with ('he531H~3ke Utiliti es in Ocwber 2009 This was previously deferred as a regulatOJ)' asset 
10 be recovored lhrough rates pursuan1 to an order by 1he Florida PSC. The unamortized balance of•his regulatory use! \VaS S1 3 million ond Sl 1 million at Deeember J I, 2017 and 2016, respectively 

The following,.,.. fonh lhe 1\md<'<l stMus •• Oeecmber31, 2017 and 2016 and lhe nel periodic cost for the years ended 1)cccmbcr 31, 2017, 2016 and 2015 for the Chesopeake SERP· 

Al Drctmbu Jl. 

tmrlk>~''""''> 
Ctuwgt in btntfil obli(!tadon: 

Benefit obligauon besinnin¥ of yoar 

lntrnst CO\t 

Ae1Uanal1oss (ga1n) 

llenefiu paid 

Benefit obligaoon end Of)<at 

Cban~c in 1>11n IJJttJ: 

Fa1r •alucofplan us& - beginn1ng of)<ar 
EmpiO\-t:r contnbution.s 
Bencfou p&d 

Fa~r •aluc of plan asseu end of> car 

Rttont~liation: 

Fuoded5talus 

Accrued prnsi011 rost 

ASIUI111Ji ionJ: 

Discount rate 

1017 2016 

s 2,418 2,510 

&9 91 
63 (21) 

(151) (ISl) 

2.428 2,428 

152 1$2 

(152) (1S2) 

(2.4U) (2,428) 

s (2,428) s (2,428) 

3.5o•;. 3 75~. 

C'he>apca~c U1ili1ies Corporation 2017 Form 1().K Page 89 
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for tht \ 't:ars f.ndtd Ornn1btr ll. 
,,,...,,rJS/U 

Componti11J or ntl ptriodic ptnsion tOJI! 

lntcresl cent 
Amort.lzabon or pnor lti'Vicc cost 
Amoruu~on of actuarial lou 

~tt 1~riod•c pension tost 

1-\nuntptions: 

Olscounl talc 

1017 

s S9 

87 

$ 176 

3.75'1. 

Page 98 of 120 

1016 1015 

s 91 s 91 

9 

87 99 

s 178 s 199 

3.7.s•;. JSO'o 

Our fundmg policy provtdcs that pa~mcnts 10 the ltiiSie< of each qualified plan shall be oqual 10 at ltast th< mtmmum funding roquircments of the Empl~ee Retirement Income Stet~nty Act of 1974 Tht 
follo.,ing s<htdule summariztsthc • ., • .,of the Chosaptake Ptnsion Plan and the FPU Pension Plan. by tnvostm<nt typc, al Dcecmber 31 2017,2016 and 2015 

Chtsal}takt FPU 
Pension Plan Pcnsicm Plan 

t\1 Qrrcmbtrll. 1017 1016 101~ 1017 1016 lOIS 

Asset CAttgory 
Equily scc.'\aritics S2.70~o 52.93% 4801% 5~.17•!. 53 .18% 48.56% 

Debt scctlnties J7.79~. 37 64°/. 39 62°/o 36.5.6% 37.74% 41 .74% 

Other 9.51 •/. 9.43% 12 37% 8.21% 9.0Wo 9,70"/o 

Total 100.00'/o 10000'·> 100.00'1. 100.00'1. 100.00'/o 100.00'1. 

The invcs1mcnt pohcy ofbolh the C'hesap<oke and FPU Pension Plans is designed 10 provide lhe capital assets ncecssory 10 m<et lhc financial obhgauons of the plans The invesmtent goals and objecuves 
are to achit\'C investment re:turns th:u.together with. contributions. will provide funds adequate to pay prom1std benefits to presentl\nd ruture beneficiaries of the plans, earn a long·ttrm investment return in 
excess of the ~ro"th of the plans' rc:uremcnt liabilities. minimize pension expense a.nd cumulative .:ontnbuuons rtsultang rrom habillly mtasurcmcnt and as:s-et perfonnanee. and maintain a diversified 
portfoho lo reduce 1hc nsk of lor¥e lossts 

The following allocatJon range: of aJSct classes is intended to produce a rate of return suffic1cnt to meet the plans· soa1s and objects\ cs 

~ 
Dcm.suc r:qutbC> (l&r¥< Cap, Mtd C'ap and Small Cap) 

For<tJ!ll EqJIIJts (~eloped and EmcrJPns ~larl.CU) 
Ft<ed Income (lnflauon Bond and Taublc Fi•ed) 
Ahcm&U\C Sltlll<gtes (l.ont!i hon r:qutly and lledge Fund of Funds) 
01\crsafytng Asscu (H•gh Vtcld F"ed Income. Commodturs, and Real Estat<) 
Casb 

A~wl AU?f!t!.•• S toke 

Mw .... 
Aftontio.. 
P~rtc-•bo:f!t 

~lali ... 
Alloaoiloo 
Pff't'H .. ter 

14"· 32.,. 
13.,. lS•e 
26·~ 40';i, 

6•;. 14 •• 

7!. ·~· ~~. s•. 
Due to pcri~hc contributionS and d•fTcrcnt asset classes producing varying return~ the ae1uaJ a~t values ml) acmporarily mO\e outs•d~ of 1hc mtended ranges The inveStments arc moni1ored on a qu.ancrty 
basis. at a m•namum. for asset allOCation and performance 

Chesapeake Utililics Corporation 20171'onn IO·K Page 90 
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At December 31, 2017 and 2016, the assets oft he Chesapeake Pension Plan and the FPU Pension Plan were comprised of the following invesm1ents' 

Asset Cattgory 

(in thou:ttN!UJ} 

Muttla1 Funds - Equity securities 
U.S. Large Cap <•> 

U.S. Mid Cap"' 

U.S. Small Cap ' " 
l.ntcmational m 

Alternative Strategies m 

Mutual funds · Debt s«1.1rities 
Fixed income {•) 

Hi~:h Yield 1' 1 

Mutual Funds - Other 
Commodities.,, 

Real Estate t"' 
Guaranteed deposit (?) 

Total Pension Plan Assets in fajr value hierarchy 

Investments measured at net asset value ctl 

Total Pe.nsion l,lan Assets 

s 

s 

Includes (un.b that ln\'.;$1 prin,.nly an Vnitcd St:alt!C ron\mo" lit,I(.J(-11 

IA-\'tl l 

~.245 s 
1.775 

91 8 

11 ,916 

5,528 

24,382 

18,454 

2,772 

21.226 

2,154 

2,300 

4,454 

50,062 s 

Fnir Valur Musurtnunt Hierarc.by 

At Orcembtr31.2017 

Ltvtl 2 Levr.l 3 Tolal Lt,·tll 

s s 4.245 s 4,03 1 

1.775 1,677 

918 845 

11,916 9,574 

5,528 5,238 

24,382 21,365 

18,45~ 16,958 

2,772 2,636 

2 1,126 19,594 

2,154 2,134 

2,300 2.116 

436 436 

436 ~.890 4,250 

s 436 50.498 45,209 

7,248 

s 57,746 

,\f Orrtmber 31,2016 

kvell LtvtiJ 

498 

498 

s 498 

lm:luckts (\ltld.i tlat •nv.:J:IJlfm~tnl)' m lon:tgn toepul..:$ ao-.1 enwrtuns n~;arkeb c(pu!oc:ll 
lac!uW.-s (Uib.ls llut •ch,'tl)' in\"C:$1 w bolh eqmn• and debt *CUfit•e::4. fu111clslhDt ,...u Jtb6T1. '"·"'un~ lllt~l fund_, lhlt pro\ •~lc ll)tlg:·tcnu CO ('II tal OJ'II"'-"'IAitwa ~ fm¥1$ trill\ IJl\'tlll tn de !:It socunhe~ bekm mw_.,mau grade 
1~!\ld(:s (url<b that ln\'C'A iJIII'I\'cl(l.n\cl'\1 s,rade and fi~cd lnC<lfl'IC ~oe.:wtll". 
lnchaclo fUIII.b llal ltl\b'l pnmanly '" cammocllt)··lml..~ d .. •tWill\~ in:<trumcnl$ and th:\.'<.11~ fO::CUnhCll 
Jno;!\!Jesf\vkblhat cr•'-o:itl'!ltnltuily1nt .. -u.ICS13tc:. 
b~>:h~ uwntmcnl Utll groop •nnult) rwduc-t 1SSUCJ by mn an!tl:l-ance complny 
Ct:rt111n •m~lltmcnUlhAt \\'I!JC nll!'~~un:d 111 nc1a!lllo:l \'tllut pet llbDt'C b1'e not bec!n dlll'.!itfu . .J u11he foi1 \ 'ullW hX-"fan:by lbc$1.'1111'\D\Ultll •rc ~ll<tlt~od to r~onc1le 10 10Uipc:f~~H>n plun aDC"-Is.. 

TOIIll 

4,031 

1,677 

845 

9,514 
5,238 

21,365 

16,958 

2,636 

19,594 

2,134 
2,116 

498 

4,748 

45,707 

6,233 

s 51,940 

At December 31, 2017 and 2016, all or the investments were classified under the same fair value measuremtnl hietarchy (level I through Level 3) described under Note 8. FaJr Valuf' of Fm<mt.:JaJ 
/m~lrttm('/JI,, . The Level 3 investments were re<:orded at fair value based on the contract value of annuity products underlying guaranteed deposit accounts, which was calculated t•sing discounted cash flow 
models, The contract value of these products represe•Hed deposits made to the contracl, plus eami11gs at !,'ll&rantccd crediting rates, less withdrawals and fees. 
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Notts to the Consolidated F1n2ne1Jl Srattmtnts: 

The folio"''"¥ tablt S<'U forth lhe summary of the changes in lhe fair '·alue of Le"d 3 investmtnts for lhe rears cndtd O.tomb<r) I, 2017 and 2016 

,,.,._,._h. 
Otllnct. Mg.mning Of)nr 

Purch:~>ts 

Transrers in 
Dasburscmcnu 
Jn\·estmcru 1ncomc 

Balan ct. tad of )Ur 

Othtr PoMrttircm""' IJ"n"jih llftlll\' 

s 

Page 100 of 120 

for tht Yur Ended Dtc:ember 31 , 

2017 2016 

498 1,286 

2,27 1 2,02) 

l ~U J~S 

(4,101) (4,268) 

25 22 

436 ~s=~-----4-9&;.... 

We sponsort\\0 dcfintd bcncfil plans the Chtsaptake Postretircmcnl Plan and the FPU Mtdical Plan The followtnl!Jable sciJ forth the fundtd SIIIUS at Dtc:tmbcr 3 I, 2017 and 2016 and the net ptriodic 
cost forth< ytars endtd Dce<mbcr J I, 2017, 2016, •nd lOIS 

Cheupukt FPU 
l)oslrtlirtrntnt Phm Mtdical Plan 

~~ llt>u:mbt!: ~~~ 2017 2016 2017 2016 

(mlfHw,,t,,,J,} 

Clutngt In btnrnt oiJiiga~iou: 

IJcncfil obllgatron be11innins of year 1.132 1,153 s 1,349 1,444 

lntc:rest cost 41 43 50 ss 
Plan paJlicip:snts contribution$ 118 90 48 64 

Acluariallou (gain) 72 20 (48) (41) 

BenefitS paid (23~) (174) (112) ( 17)) 

Bcncfil obht~auon end of year 1,128 1.132 1,287 1,349 

Ch1ngt in t•lan asnu: 
FaJr valuc of plan assots - bCIItnntng ofvnr 

Emp1oyrr conwbuuon.s: 1 117 84 64 109 

Plan putu;1pants contnbution.s liS 90 48 64 

BtncfiiS potd (lJ~) (174) (11 2) (173) 

Fa~r •olue of plan UKU - tnd of) tor 

R«:onciliatlon: 
Fundtdmtus (1,121) (1,132) (1,287) (1,349) 

Accrutd poslrthnmtnl cou s (1.121) $ (1,132) s (1,287) s (1,349) 

Anum1uions: 
Dascount rate J.~o·;. 37S'• 3.75% 4 OO'e 

Chesopeoke U1ilioie• C'orpomoion 2017 r.otm IO·K Pose 92 
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T:dffiq [5. '"' ... 

Not por>oche postmiromtnt benefit costs for 2017, 2016, and 20 IS >nclude the foiiO\•ins componentS 

f orthrYtars [ndf'd Otftm~rll . 

l•llttlwa....J.·· 

Componcnu of ntiJltriodit ftO.Urttln:mt nt tou : 

Interest cost 

Amortization of 
Actuarial loss 

Prioc servi« cost 

NtiJ)triodic cos1 

Amortization of prt•mtrger regula1ory a net 

Nee l)t riodic cost 

ASJUIUJl liOIU 

D1scount rate 

s 

s 

2017 

4 1 

~ 

(77) 

11 

17 

J.7~% 

Chtlllfltlolkf 
Postrclirf'mt nl Plan 

1016 

4) 

64 

(n) 

30 

$ 30 

3 75'· 

2015 2017 

42 s 

72 

(11) 

37 

37 s 

J s~• 

Page 1 0 1 of 120 

~otes to the Consolidated Financial Statements 

50 

50 

58 

·t OO% 

FPU 
Mtdiral Plan 

2016 

55 

55 

s 
63 

4_oo-. 

20 15 

57 

S7 

s 
65 

3.7S~~ 

Sim>l>r 10 the FPU Pension Plan, cootinued omort>zauon of the FPU Medical Plan r<b'lllatol) ~~ related to the unrecosn><ed cost prior to the m<r~<r \\itb Che..peake Utilnies ""' ancluded in the net 

p<liod>e cost. The unamonized balance oflh>s rcl!ulatory asset was $22,000 and SJO,OOO at December 3 I, 2017•nd 2016, respecu•ely 

The follo\\ing table presents the amoonu not yet reflected in n<t pen odic benefit cost •nd included '"accumulated other comprehensive loss or as a regulatory asset as of December 31, 2017 

Ckupnkt tl'U C'Mwtpc-•'- I'I'L , .. ._ .... '""'-
~ ..... .,... ~ ...... ~fnbrr..,.l \~4k.l 

SERI' Pl .. ..... T..U 

Pnor ••" ice cost (credu) (601) (601) 

Net loss J,629 17,483 7)) 767 10 22,622 

Total ),629 17,483 733 166 10 s 22,021 

Accumulattd oc.htr comprd'lensJ\t loss prc:•U.\ ,, s J,629 s 3,322 s 733 s 166 2 s 1,852 

Post·mcrtttr reg,ularory anc-t 14,161 14,169 

Subtotal 3,629 17,483 733 166 10 22,021 

Pte-mer!!cr regulatory asset 1,304 22 1,326 

T oc.al unrecognized cosl 3,629 $ 18,787 $ 731 166 s 32 s 23.)47 

Pln$uant to a Florida PSC order, FPU continues to record as a rcgulntory asset a ponion of the unrecogni1ed pension and postrcrirement benefit costs af\cr the merger wnh Chesapeake Uuliues related to it5 

regulated operations. wh•ch is included in the above table as a p<ht·mcrgcr regulatory asset FPU aJso conllnucs to maintain and amortize a ponion of the unrccot~.ni'ed pension and pc»:uctirtmcnt benefit 

costs prior to the merger with ChesapeaL:e Uuhtits related to tlS rejulatcd operations. which is shown as a pre·mtrgcr rt!!,•tda1ory asset 
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The amounts in accumulated other comprchcns1\ clotS and recorded as a rq,'llla1ory asset (()(our pension and postretirement benefits plans that are t'<p«ttd to be rtCOl(fttttd as a componcru or n~ periodic 
benefit cost 1n 20 IS are set forth in the follov.ms table 

~ 
Prior service cost (credit) 

Net loss 
Amoniution of pre-merger regulatOty asset 

A ""''VJiiom 

Ch1.'..-wpu l.6 
PC"O~iofll 

Pt.o 

351 

•·pu 
Pd~lot~ 

Plo.n 

434 

761 

Chf".;apnlo.t 
Ch~••JK'IIk Po,fn!d" ''nr-"1 

SEIU' Pt"" 

s (77) $ 

101 s ~8 

s 

Toh1l 

(77) 
944 

769 

The usumpuons used for the discount rate to calculate the l>cnefot cbli~tions of all tile plans "''rc based on the tntere" 11tes of higb-qual•ty bonds in 2017, reflecttng the expected lives of the plans In 

dcttrmanang the a,·erage t::(p«Ced return on rlan assets for each applicable plan., ,-.rious faC1~ such 11 h151oncal long-term return e"penencc. tn,estmtnt policy and curran and expected allocauon. v.Cfe 

conStd<red Since Cbe>apeake Utiltues' plan.s and fPU's plans ha\e dtfT<rent cxpeeted plan ltveJ, panocul&rl) on hgbt of the lwnp-wm-pa)ment opuon pro-oded on the Ch.,..peake Pension Plan, dofTerent 

aswmpuons regvdmg discount rate and c~pcctcd rerum on plan asms \\'tf't sdeaed (or ChHapHlc Uuhbcs• and FPU's pla.m Sinet both ptnsaon planJ are frozen \\llh respect to additional )'tV'S of SCNICC 

and compcn.s.ation, the rate of assumed comrenn.lion inc-rcucs is not applicable 

The heallh careonflation rate for 2017 used to calculate the benefit cbhg3tion is 50 percent for medocal and 6 0 percent for pn:scnption drugs for the Chuape•ke Postrcbremcnt Plan, and 50 pctccnt for 

both medical and prescription drugs for the FPU Medical Plan i\ one· percentage pOint increase 1n the health care mflat1on rate from the assumed rtttt '"'auld increase the accumulated postretucmcnt benefit 

obli~ation by approximately $277,000 It$ or December J I, 2017. and would increase the aggrc¥-ntc of the service cost and interest cost component<+ of tht n(t pcliodic. postretirement bcntfit cost for 2017 by 

lll>proxirnatcly $1 1,000 A one.pen:emage pOint deucasc in the health care inflation l'alc from the tusumcd tftte would decrease the accumulated postrttilcment benefit obligation by approximately S2lS,OOO 

a< of l)ccember 3 I, 2017, and would decrease the •sll•·egate of the service cost and interest cost components of the net periodic postretirement benent co<t for 2017 by Allproximately S8,000 

E\tiuwtt!d Future llcnt'fit Pu;•nu!nt\ 

In lOIS, we expcet to contribute $359,000 and $1 S molloon to the Che.sapcake Pension Plan and ~PU Pen•ion Plan, respectively, and $151,000 to the Chesapealc SERP We also expeet to contribute 

$97,000 and $88,000 to the Chesapeake Po<~reuromcnt Plan and fPU Medical Plan, respccu,ely, on 2017 The schedule below shows the esumatcd future benefit pa)·ments for each of the plans prc .. ously 

de sen bed 

C'ltea,_..,. ,,.,..,. ....... 
,,. ,.,......,.J 
2018 687 

2019 490 

2020 675 

2021 719 

2022 592 

Vurs 2023 through 2027 5,278 

,,, 
llw p.w•on plan 11 (\~~~~Jed. l.be~t'""·l>~:ll<lil (111.\Ukl\l' ~~~~ '"'P'-'tN •~ tiC pud out of the rJnn ;~sxl" 

1\~,;~(il paymc·nuucc-xrcc~OO to bt t'•nl<l 0111 (tr vw f\:l'k'IIJ hual~ 

R~tirtmtnl Srn•ings Pltut 

f'P\.1 ,.._....,.. a.-,.. ... 
n.rt~ SERfrn 

3,078 s 
3,207 s 
3,3().1 s 
3,362 s 
3,536 s 

$ 18.608 s 

Q.,.,,_k f'PU 
P.--t"tirt-...,..t :\1~4tn.J .,...,. ......,, 

lSI s 97 s 88 

ISO s 96 s 94 

149 s 8S 87 

385 s 82 s 91 

146 $ 81 s 93 

738 s 290 s 4().1 

fO< the yea11 ended !Xc<rnl>cr 31.2017,2016 and 201~. "• sponsored a 401(k) Retimnent Sl\ongsl'lon 1bos plants ofT<rcd to all ehwble <rnplo,ees "ho have complet<d three mooths of service \\'e 

match 100 pcrunl of digible p.u1iapanu' pre·t.ax contnbuuons to th~ Reurement Snings Pla.n up eo 1 ma\imum o( s.;1< percatt of ehgable compcns.auon The emplo,.ct ma1c.hing c:ontribunon 1s made: in 

cash and 1s in\·ested ba.Rd on a ~rticip,ant' s IO\ tstmcnt dJrtcoon.s ln addiuon.,. ,,.e mi.)' make a discrct1onaty suprlt>mentaJ contribution to part1C1pan1s 1n the rJan.. ~1thout regard to wht>IMr or not they malt> 

p<t-tl\ eontnbutton.s Any 
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supplemental employer contribution is generally made in our common stock With respect co the empiD)'Cr match and supplemental employer contribution, employeeli are 100 percent vested atter two years 
of service or upon reaching SS years of age while still employed by us New employees who do nm make an election to contribute and do not opt out of the Retirement Savings Plan wilt be automatically 
enrolled at a deferral rate of three percent.. and the automatic. defen·al rate will increase by one percent per year up to a maxim\am o!' six percent (n 2018. the maximum automatic deferral nue will be 
increaS1..-d to ten perceru All c<Jntributions and matched funds can be invested among the mutual fund5 available ror investment 

Employer contributions to our Retirement Savings Plan totaled SS.O million, $4 .5 million, and S4.1 million for the y<ars ended December 31. 2017, 2016 and 201 S, respectively As of December 31. 2017, 
there were 831.183 shares of our common stock reserved to fund future contribmjons to the Rctir~ment Savings Plan. 

Non-Quulijietll)efuretl Comp~nst1tion Plfm 

Members of our Ooa.rd of Directors, and executive officers: designated by the Compensation Committee, a.re eligible to participate in the Non-Qualified Deferred Compensation Plan Directors can eJect to 
defer any portion of their cash or stock compensation and e.'Cecutive officers can defer t ip to SO percent of their base compensation, cash bonuses or any amount of their stock bonuses (net of required 
withholdings). Executive orYietrs may receive a matching contribution on their cash compensation defetrals up to six percent of their compensation. provided it does not duplicate a mateh they receive in the 
Retirement Savings Plan. Stock bonuses are not eligible for matching contributions. Participants arc able to elect the payment of benefits to begin on a specified future date or upon separation from service 
Additionally, participants can elect to receive payments upon the earlier of a fixed date or separation from s.elvice or 1hey can elect to receive payment upon the later of a fixed date or sepatl:tion from 
service. The J>ayments can be made in one lump sum or annual installments for up to 15 years. 

All obligations arising under the Non-Qualified Deferred Compensation Plan are payable from our general assets, althougll we have established a Rabbi Trust to infonnally fund the plan. Defemtls of cash 
compensation may be invested by the participants in various mutual funds (the same options that arc available in the Retirement Savings Plan) The participants are credited wilh gains or losses on those 
investments Deferred stock compensation may not be diversified. The panicipants are credited witl1 dividends on our common sta<=k in the same amounl that is received by all other stockholders Such 
dividends are reinvested into our common stock. Assets held in the Rabbi Trust had a fair value of S6 7 million and $4.9 million at Dectmbe-r 31 , 20J7 and 2016. respectively (See No1e 9. !nw.slmnus. for 
funher details) The assets or the Rabbi Trust are at all ti1nes subject to the c:laims of our general creditors 

Deferrals of executive base compensation and cash bonuses and directors· cash retainers. are paid in cash. All deferrals of executive pe.rfonnance shares. which represent deferred stock units, and directors' 
stock retainers are paid in shares of our common stock. except tha1 cash is paid in lieu of fractional shares. The value or 0t1r stock held in the Rabbi Tn1st is classified within the stockholders· equity s.:etion 
of the consolidated balance sheets and has been accounted for in a manner similar to treasury stO<;k. The nmounts recorded under the Non-Qualified Deferred Compensation Pl3n tmaled S3 4 million and $2 4 
million at December 31,2017 and 2016. respectively 
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17. SliARt:·BAS[D CO\IPF.,S\TIO' PLA'<S 

Our noo~piO)ee d1tectors ond ~<> empiO)ees hne been gront«< share-bas«<a"''lltds lhrcugh cur SICP Wt ttCOfd th<><: share-bas«<o"'ards u compensahoo <osts 0\<rlhe mpeai" se"ict period for 
which sen1ccs arc r«ta\ cd 1n exchange for an award of equiry or eqwry.ba.~ com~nsauon The compensation cost ts based pnmarily on the fau value of the shares 1'-""'.rded. w.ing the estimated fa1r 'alue 
of each share on lhc d11011 "'u jiBlltt<land the numb« of shares to be issu«<atlhe end of the sc"·icc penod We ha'c ~09.202 shar<> of common S>ocl rtSCtY«< for issuance under lhc SICP 

The table below pr<scnu lhe arncunts 10dud«<•n net•ncome relat«<to share-based compensobon e.pensc for the a~>ords gront«< under the SICP for lhe )elts end«! Deccmb<r 31,2017,2016 and 2015 

-llw.w•M 

/\wards to non-cmpiO)ee d~rectors 

i\"'ards to ley employees 
TOtal compent~tion e\ptnse 

Less ta. benefit 
Sharc..tJas~ compcnsauon amounts included in net ineome 

.\'llH'.kOptinn\ 

20 17 

s 

$ 

For lht Vt'ar Endtd Dtctmbu ll. 

20 16 

540 s S80 

1 ,9~0 1,787 

2,490 2,367 

(I,OOJ) (952) 

1.487 1,415 

We did not ""''"any stock options O<IIStandinK at December J I, 2017 or 2016. nor were 3ny stock options ISsued during the years 201 ~ throu11h 2017 

Ntm-4mph1)'tr f)i,•cWr! 

2015 

640 

1,297 

1,937 

(780) 

1,157 

Sharts grant~ to non-employee direttors are issued in adYanee of these directors' service periods and arc fuiJy vested a.s or the dMe of the grant We record a prepaid cxpetlse equal to the fair value of the 
shares issued and amonize the ex~nse equally over a sc!Vice period of one year In May 2017, each of our n()n--employee di rectors received an annual retainer of83S shares of common stock under the SICP 
for board $Ct\ice thr0<1~h the 2018 Annu•l Meeting of Stockholders i\ ~ummary of stock activity for our non-employee d~rcctors for the years ended De<:cmber 31, 2017 and 2016 is presented below. 

01Jtstandmg- December 3 1. 20 IS 

Grant«! 
Ve~tcd 

OuUtandin11 - Decemb<r ll. 2016 

Gront«< 

\'est«! 
Ouutandm11- Deocmb<r 31, 2017 

I'H•miMir l)r 
ShrY• 

8,577 

(8.577) 

7,SIS 

(7,SIS) 

Wc~hll'll Auntt: 
Cr .. t Oak f • ir V• lu.c 

$ 

6290 

s 62 90 

$ 

71 80 

s 71 80 

s 

The "'<lK/itcd 1\ctlge gront dat< fait \'llue of shares gront«<to our non-cmpiO)ee directors during 2017, 2016 ond 201 S .... S71 80. S62 90 ond S4S S4 per sllare rtspeCD>ely The intrinsic values of lhe 
shares gront«<to cur noo·employce d1ttetou are <qual to the fair value of lhesc awards on the dote of gront i\t Dccemb<r 31, 2017. thct< "'n Sl7'1,000 of unrecognized compensotion expense rtlatcd to 
these a\\ards Thlt c-pense "ill be full> recogni•cd b~ April 2018, "11ich apprcOOm3lC$ the expect«! r<ma•mnK S<f'•ce period of !hose d11cetors 

K .,. EnqJivyu> 

Our Compensauon Commin.ee as authorized to grant our kt)• ~mployees the ngh1 to rtccive awards of shares of oor common stock, conungent upon the achle\~mr-na or e-stablished perfonnance goaJs These 
awards are subJect to certaJn post·Hstin!:J transftr resuiction.s 

We cun-cntfy ha·"e outstandtng K'\·erat muJti .. year performance plans, v.hich arc based upon the suect:ssf"u~ achievement oflons·trrm ~oaJs, grow1h and financial results which comprise both marke1-based 
and perf"onnanee.Oa5td cond11ions or 1arge1.s The fair value or each share of stock. tied to a pesiormanet-based condHJon or 1arget., h. equal to the marktt price of our common stock on 
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the date of the grant For the market·bued conditions. we used the Black·Scholcs pricing model to estimate the fair value of each share of market-based award gtanted 

The table below presems the summary of the stock activity for awards to key employees 

Outstanding - December 31, 20 IS 

Granted 

Vested 

Expired 

Outstanding - Dece•nber 31 , 2016 

Grnnted 

Vested 

Expired 

Outstanding- December 3 1, 2017 

Numb~~-r of 

Sh~t~' 

110,398 

46,571 

(39,)53) 

(2,325) 

115,091 

52,355 

(32,926} 

(1,878) 

132.642 

Wcl~htcd A\~ntto 

PalrV•Iuc 

38.34 

67.90 

31 79 

42 25 

51 85 

s 63.42 

s 38.88 

39.97 

s 53.00 

In 2017, 2016 and 201 s. we withhtld shares with a value at least equivalent to the employees· minimum statutory obli!;&tion for the applicable income and other employment taxes. and remitted the cash to 
the appropriate taxing 8\Hhorities with the exe<:utives electing to receive the net shares The total number of shares withheld of 10,269, 12,031 and 12.620 for 2017, 2016 and 201 s. tespectively. were based 
on the closing price of the shares on their award date. Tolal payments ror the employees' tax obligations to the taxin~ authorities were approximately $692,000. $770.000 and $592,000. in 2017, 2016 and 
2015, respectively The tax benefits associated with these obligations for 2017, 2016 and 2015 are $349,000, $285,000, and $297,000, respwively The tax benefit for 20 IS wa.s recorded in additional paid· 
in capital in the consolidated statements of stockholders' equity. The tax benefit for 2017 and 2016 was included in the statements of income due to the adoption of new accountin.g guidance 

The weighted average grant-date fair value of shares granted to key employees during 2017, 2016 and 201) was $63.42, $67.90 and S47 65 per share, respectively The intrinsic value of these awards was 
$10.4 million, $7.7 million and $6.3 million in 2017, 2016 and 2015, respectively. At December 31, 2017, there was $2.3 million of unrecognized compensation cost related to these awards, which is 
expected to be recognized during 2018throogh 2019. 
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18. RATt:S AND 0nt£R RI:CUI.ATORY ACTI\'ITttS 

Our natural gas and electric di5tribution operations m Delaware. Mal)'land and Florida are subJ«I to regulation by their respect•\·e I,SC. Eastern Shore. our natural ga.s transmission subsidiary, •s subJtclto 

~gulation by the FERC, and Pcmnsula P1pdine. our intrastate pil"'hne subsidial), is subj<C1 to ret.'Uiauon by the Flonda PS(' Chcsal"'ake Utiliucs' Florida Dw1sion and FPU's nllural gb and ele<:tnc 

d1stnbution OP"fauons eonunue to be subject to r<g~Jlaaon by the Flonda PSC as 3<'parat< entmu 

/)~/uwur~ 

R(lfe Cw·e Filing· fn December 2015, our Odaware Division tiled an application \\ith the Delaware PSC for a base rate increase and cc.nam other changes to its tanff The Delaware Division. Delaware PSC 

Staff. the Division of the Publ1c Advocate and other intervenors met and reached a setdement 315feentent in November 2016 The terms or the sculcmcnt AHrecment induded an annual 1ncrease of 

approximately S2 3 million in ba~e rates The order became Onal in December 2016, and the new rates became elf~etive January 1. 2017 Amoonrs collected throu~h 1nu:nm rates in exce.s.~ of the respccuvc: 

ponion of the S2.3 million increase ~m><•gh December 11, 2016 IVcre accrued as ofthot date In Janua•y 2017, we filed"'" proposed rei\Jnd plan with the Delaware I'SC and subsequen~y issued refunds to 

customers in March 2017 

f.Jfrct of til< TCJA on rar. JIO)<F• · As result of the enactment of the TCJA, the Delawa•e PSC ISSued an order requiring all "'•·regulated utilities to file estimates of their determination of the impact or the 

TCJA on their cost of service for the most rece:nttCSI )Ur a\IJ!ablc (including""" rate schedules) The order also requires uti hues to propose procedures for ehans•ns .. tes to refl<C1 those impacts on or 

before Marth 31 , 1018 Our Dda"•"' Division is asseu•n!! the impact oftbe TCJA and"'" file the requisite repons "ith the Ddaware PSC If, afttr rt\'ie.,1ng the required filing. the Ddaware PSC 

d<termines to reduce our """ 11 .,;II Oil"" a new docket and e>tabhsh a procedural sehedule for cond~ng an C\identiary hurin11 regardtng the impacts of the T('JA on our OP"faOonS and <'<isuna ,..,., 

\Ve believe- that the ultimate resolution of this mann \\ill not ha\C' a material impact on our linanc•al pc»1bon or rtSUhs of ~rauon.s 

In addition. the DIVision of the Public Ad .. ocate filed a Motion to d11ect regulated pubhc uuiiii<S to accrue ~ulatory liablltii<S, stan••& February I, 2018, to reflect the Delaware jurisdictional re\'enue 

requirement impacts of the changes 1n the federnl corporate 1ncome W< ra1e effected by the TCJA On Febn•ary I, 2018, the PSC issued an order reqwring Delaware rate·regula1ed public utihlles to accrue 

regulatory liabilities rtflecting the jurisdictional reve-nue requirement impacts oft he cha.nges 1n lhe ftderal corporate income t:'l'( f:w.•s 

;\lur)'htnd Di1•iJitm mul Smulp;pu 
1-Jfttct of lh~ TCJA t.Ht rtrft! J'«Jtr\: The Maryland PSC' issued an ordet requiring atl Maryl11nd llublic utilities \\·hose rates are t\l>licitly grossed·up for income taxes 10 track the impacts of the TCJJ\ 

beginning January 1,1018 The order requi~ utiliries to (a) •Pt>ly regulatory accounting treatment, \\hieh includes the use ofre~ulatory assets and liabihllcs for all 1mparu of the TCJA. (b) Iii<. on or 

before Februal)' IS, 10!8, an cxplana11on of the expected effeeu of the TCJA on their "'P"nsts and re,·cnues. and (c) e.pl&Jn whcn and hOI' the)' ••IX'<' 10 pass on 10 theu customers the net r<>ults of those 

effects Our ~laryland d~>t<ion and Sandpil"'f prepared lilmgs that mcluded preliminary <>t•mat<s oft he annual impa<:t of the change in the satutory fed<r>l JPcome II\ rate from 35 P"fC<"t to 21 per<entand 

also n:qU('sted that the Maryland PSC grant us addition.al tame to finalize our Wc:ulauon• \\ e ~111 be r«ommcnding appropnate trutmc:nt and or amoruzabon pmods fCK lhc regulatory liabdtttcs crnttd 

from the def<rTCd ta.\ reval111uon 

FforidtJ 
Co.'' R~ctwery for tlw ,.,A·;..·trn: llllr"·omt<t:t Pro}i:,·t.· rn Septen,btr 201 S, fPU's electric d1vis.ion tiled to recover the c;osc of the proposed FPL mterconnect prOJC'Ct through FPlJs annual Fuel and Purch:ued 

Power Cost Recovery Clause filing The interconnect pra,ect would enable FPU's electric division to negotiate a new J>0'"'er purchase agreement to ntitigate fuel cost:. f« its Northeast d1vis:ion FJ)U's 

proposal ...,,., approved by the florida l'SC at its Agenda Conference held in December 20 IS In )anual)' 2016, however, the Office or l'ublic Counsel folcd an •PI>eal or lhc Florida PSC's decision with O>e 

Florida Supreme COt•n The florida Supreme Coun reversed the Florida PSC deciSion in March 2017, al\er oonsideration of the panic•' legal briefs Md ool araumcnts As a rcsol~ FPU excluded the 

recovery of these costs from II< 2018 Fuel and Purchased Po"<r ('ost Reco,·ery Clause and included the costs for recovery in the hmlted proceeding filing descnbed below 

St~r(hurgt: Auanatt:J 'M 11h ldt~tt.krm:uiiOII of F)rdr~c /)ntnhrmnu ~):,Jt:m PrOJUI ln ftbi'\Jary 2017. fpu·s dtcttie di\'iJion filed a ~tition with the Flonda PSC requ~tang a temporary surc:hatt(t 

mechanism to rcGO\'C'f costs and generate an apprOpriate ~urn on in\estmcnt associated \\llh an essential rdiabiliry and modttnauuon projec-1 for its t:leclric d1stnbuuon S)'Stem FPU reques.1ed approval to 

•n,·est appiO'Cimatel)' $59 8 million. "' <r a fi,·e-year period. U>OClated .,;th the modemiuuon project In February 2017, the Olliee o{ Pubhc Counsel intnvened 1n thiS pelluon The Aorida PSC requested 

that FPU file alimued proceeding to include the3<' '"'e>tme:nts'" base rates instead of seel•ng appJO\;al or a temporary surchargc In Apnl1017, FPU ,-oluntarily \\1thdrC\Oo '"petition and subsequently filed 

the limned proceedmg desenbcd in the next paragraph 
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Clt·ctrlc Lumh•d Prrx:<·c•tlmJ.:: In July 2017, FPU's electric division filed a petition with che Florida PSC. rtquesting approval to include Sl S 2 million or ceruun capitai J>rojeec expenditures an its nne base and 

to adjust its base rates aecordinj!ly These expenditures arc drsi111>ed to improve the stability and s•fety of the electric system while enhancing the capability ofFI1U's grid Included in the SIS 2 mtllion" the 

interconnection project ,.;th FPL, \•hich enables FPU to mitigate fu<l costs for its electric customers In O«ember 2017, the Flonda I'SC approved this petition '"th ln cfTeeo•e date of Janual)' I, 2018 The 

settlement agreement prescnbes the m<thodoiOKf for adjusuna the new rates based on the lo"er federal income tax rate and the process and m<thodoloKY rcgord1ng the rcfund of deferred income taxes, 

reclassified as a regulatory liab1IH), as a result of the TCJA 

\'ort/714~~ Fkwula &pdmltNI PniJnl Peninsula Pipchne and our Florida Oi\ision are con.uructang a pipdine in Esambia Count)'. Floricb. that "ill interc:onn~t '-'lth FGTs pipe-line The prcj«t c:onJ•sts or 

33 miles of 12-~nch transmiSsion line from the FGT interconnect that will be operated by Pcmnsulo l'lpe1ine and eight mt1es of8·&nch lateral distribuuon line that "ill be operated by Che.apeake Uuhues 

Florid.a Division We have ent~rtd 1nto a,gttemencs to set\ e two IIJ¥C' customm and are marletiniJ to other customers loeated close to the facilities 

N~w .\inynHJ8eaclt, FlorJtlu l'roJ.:£·t: In 2017. Peninsula Pipeline constructed a pipeline in Volusia County, Florida, that 1ntereonnects "ith FGrs pipeline The project, wh1ch was placed into service an the 

fouuh quanerof2017, consists of 14 miles of transmission line fi'Om the FGT interconnect OllCI'I'Ited by Peninsula Pipeline and serves FPU's natural gas distribuuon syslf:m 

(P£11m Beach Cnt~nt)~ Hrl~"i!dt•rr. !•torula Projt:O 
Peninsula Pipeline is constructing a pipeline in Palm Beach County, florida that "ill interconnect WJth FG'rs pipeline The project consists of approximately two miles of transmission pipe •hat will brin~ 

gas duect.l)' to FPU~s distnbuuon system in We-51 Palm Beach This 1ntcn:onnection. Y:hich "ill be operated by Peninsull P1rchne, "ill bring gas directly to FPU's d1stnbution sysrem in the \icinit)' of 

Belvedere Road and Sonsbury Way in West Palm 8Cich. f1onda ThiS .-pansion is expected to be placed tnto sen icc by the end of the thlfd quarter of201S 

f.Jf-.t of''"' Tr'JA 1111 mtt flU)•'" The Office of Public Counsel filed a petition f<'<IU<sung the Flonda PSC to establish agenetal doelet to ln\'<stigatc and adJU>t rate> for all1mcstor-owned utihues related 

10 the passage of the TCJA The Flonda PSC issued a Memorandum "ith a recommendauon tha~ tf ut>hues do not agree w 1 January I, 2018 effective date, then the effective date should be Febtuary 6, 

2018 On January JO, 2018, the Florida PSC scheduled informal meetings bet"'"" its staff and >nterc>ted persons to discuss the 1m pact ofTCJA Meetings to diScuSs the impact of the TCJA for natural gas 

utilitie$, tlectric utilities and water and wastewater utilities have been scheduled tndl,,idually in m1d·Fcbruary 2018. tn the case of our FPU electric division. an order ""as issued in December reg~rdang: the 

hmued proceeding, which preJcnbe! the applicability. uming and treatment of the 1mplicauons of tax reform We believe that the ultimate resolution of th1s maner will noc have a n1aterial impact on oor 

financial position or reM1Its of operations 

fusfttlf Shore 

Wlute Oak Alamlmc /;.lJJ(.IWWit 1-'roj~e;r In July 2016, Eas1ern Shore recei\·ed FERC aulhoriunion 10 construct, own and oprute ccrtam t'(pansion facilities des1~ncd co provide 45,000 D1s 'd of li1m 

transportation SU\'ice to an c-lec1ric pow-er gent:racor in Ktnt County. Delaware_ Eastrm Short constructed appro"(imately S 4 miles of 16·inch diameter pipeline loopang 1n Chester County, Penns)'lvan1a and 

Increased compression capablllly II Eastern Shore's C'CiSllnJI Delo.-are Ciry comp<CSSO< station in :-lew Castle County, Dela.-arc At the end of ~larch 2017, the enure r•OJCCt ""'placed into ""·ice The 

total cost to complete the J'(OJCCt "IS appro.<imatcl) S42 0 m1lhon 

.1} 1/o'm &!t.tblfll) PmJ<<I In September 2016, the I'ERC appi'O\'ed Eastern Shore's apphcat1on to constnlc~ own and operate apprO'<&matcly 10 I miles of ll>-1nch P>r<hnclooping and awuliaf) facl1111es in 

New Castle and Kent Counties. lXI aware., and a new compressor at its existing Bridgeville compressor station in SusS(')( Count). Delaware Eastern Shore funher propo~ to reinforc-e criclc;:al poenu on 1ts 

pipeline system Previously, 1n July 2016, the FERC grunted F.astem Shore's pre«detemunation or rolled· in rate treatment absent nny SiHJiificant change in carcumstanceJ As of June 2017. the tnt1rc prOJI.."Ct 

was placed into service ,.he total cosl to complete the prOJ~I wa~ approximately Sl8 0 million We began to reco,•er the projeet"s (OSts in t\ugust 2017, coincid1nM wtth the proposed effectiveness of new 

rates, :.'Ubject10 refund, pending final resoluti011 of the base rntc cnJc described below 

2017 E:qXJn~1un Prtij',•r:t · In May 2016. FERC approved !!astern Shore's request to initiate the p1e·filing revieo.v procei! for its 2017 E.'(pansion Project The 2017 Expansion Project's faci1itits include 

appro.xima.ttly 23 miles of pipeline looping in Pennsylvania. Mll)'lllnd and Delaw2re, upgr11de.s to e'isting metering faciliues 1n l.anca.)ter County. Pennsylvania. 1nscallauon of an additional comprclosor unit 

at Easrem Shore"s nisting Daleville compressor station tn Chester County. Pennsyl\'ania. and apptO'ilmately 17 mile$ of new mainhne atension and l\'-'0 pres.sure conuol stations in Suue'< Coun1y, 

Oela"arc Eastern Shore enteted 1nto precedent agreements mth ,.,.. ... existing cuSiorncrs. includmg tluec affiliates of Che>ape•Le Uuliucs, for a total of M, l62 OU.d of additional finn naturol gas 

lf'I11Sporuuon set\ ice on Easltm Shore's pipeline system "-1th an addnional 52.SOO Dts.d of firm lransponation Kr\1ce at «Rain r~stC'm Short- receipt fACilities 
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In D<c<mb<r 2016, F.a>t<m Shore •ubmlll<d an applicauon for a CP authorizing ronsuuction of the expa.n>ton facllllte<, "hteh the I LRC tssued m October !017 The estimat<d coSt of the 2017 Expansion 
Projtct is •rl>rOXImllel) Sll7 0 mtlhon In De«mber 2017, the TETLP interconnect was plac<d into stnt«, as r.que<t<d The nematntnJ! sej!mtnt> of the Expansion Project are expea<d 10 be plac<d miO 

seoice •n \ariOU< phase> 0\·tr the seeond throu~h founh quanors of lOIS 

101' Rntt OtW' hlmg In Ja.nual} 2017, Eastern Shore fil<d a base rote proceeding "ith the FERC,as requir<d by the tenns of11s 2012 role case settlementagreemenl East<rn Shoce's proposed r>les were 
bawd on tht mamhne COSt Of strvict Of IJ)pfOXImatdy S60 0 million. resulting iD an 0\-efall requ~sttd rt\tnUC increase Of apptO'\Imllel)· $18 C) m111ion and I teqouted rate of ferutn OCI common equiry of 
IJ 7S portent In M.vch 2017, the FERC tuu<d an order suspendmH th< tariff rates for the usual fi,<-n>onth period 

On August 1, 2017, Eastern Shoct tmpltment<d..,. nttS. subJect 10 rtfund bas<d upon the outcome of the rote proceedJnJI Ea<ttm Shore reeord<d incremenw ft\tnue of approximate!) S3 7 million for 
the yur tnded D«embu 31. 2017. and cstabluhcd a rcgulatocy liability to ~.serve a portion of the tocalanctcnttntal tC\oUUH generarcd by the new rates until the rate UK settlement is appr~·~ by the 
FERC and cuStom~s recti \It refund.! accordmg to the u:rms oftht settltmtnt agrcemtnt Eastern Shore filed an unconttsttd StttltmtniiKf«mtntand a motion to place anterim settlemtnt rJtes into ttTect on 
Janu&l} I, 2018 In Dtctmbtr 2017, FERC is"'<d an O<<f<r approving the Implementation or intmm set~emtnl r>t<S Not conStdtttnJ!Ih< tffeeiJ of the TCJA, bas< ralts ,.;u tncrease. on an annual basis, by 
approximately S9 8 nullion On February 28, 2018, FERC approved the stttltmenl agre<m<nl by a ltttcr O<dtr Tht ocd<r wtll bt dttmed final upon the e.•pinuon or the rij!hlto reh<aring on March 30, 
2018 East<rn Shore w1ll reeovcr the coSIJ of its 2016 Sy>t<m Rtliability Projeet (plac<d into ~rvice in 2017). along the cost ortn\t>tmeniS and c•penses associat<d wtth \'arious e•p311$lon, reliability and 

.saftry imtiltiVtS 

£f/<<t rift/,. TCIA "'' rtJI< Jlil)<r·" 1\s set fO<th tn the seultment agreemcnl filed with the FERC tn the nte case, Eastern Short avttd 10 make a fihng 10 rcO<ct tht change in th< f<deral corporate income lax 
rate Any execss aecumul~tcd deferred income lax. balances would flow back to customers over the period determined in the next tale case, 11btent any uansitioo ruJe included in the TCJA or other statutes or 
rules that would l!Ovtrn the now-back pcnod We believe that the ultimate resolution of this matter will nOt ha\e a nuucrial impact on our financial position or results of operations 
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At December 31, 2017 and 2016, our regulated utility operations had recorded the following regulatory assets and liabilities included in our consolidated balance sheets. These assets and liabilities will be 
rccogniz.ed as revenues and expenses in future periods as they are reflected in customers' rates 

f lltl}tmUf»NIJ} 

RegnlntOQ' J\ssrts 

Under~rccoveted purchased fuel and conservation cost H~covery fU 

Under-recovered GRLP revenuc u1 

Deferred postrctjrement benefitS <l> 
Deferred conversion and development costS (1) 

Environmental regulatory assets and expenditures ,._. 

Acquisition adjustment C') 

Loss on reacquired debt ('I 

Other 
Total Regulato•y Assets 

Rrgul:uory Liabilities 

Self-insurance"' 
Over-recovered purchased fuel and conservation cost recovery m 
Undcr·recovtrcd GRJP revenue rl1 

Stonn reserve ~r, 
Accrued a$Sel removal cost") 
Deferred income ta.~es due to rate change 1''1 

Other 

To1al Regulatory Liabilities 

2017 

s 

s 

s 

As or Occe-mber 31, 

2016 

9,869 5,703 

164 1,469 

15.498 18,379 

11,735 8,051 

3,222 3,694 

39,992 41,864 

1,031 1,145 

4.994 4,192 

86,505 84,497 

1,013 987 

2,048 808 

2,245 

669 2,310 

40,948 39,826 

98.492 
2,048 424 

147,463 44,355 

We are • 11(1\\.,:d tc.> r«owr the a.~ I or Ilk ~utcd t() f~'' the Jiol'Mtitv u\ Rk$. We. dl• n.,t ~m lm O~'t'r.ll r~<: o( r~twn 00 1l~ese a~so:u 
'"' The f'I~'I"Jiia PSC allo"~ \l.j m rCCO\'ff through a S'II:I'Ctwgt.; captlaland 04hct puw-wiH~Jnt .. '<k:t•~lll. 1ndu.fi\ol af lUI •rrrol•,.te "tum on irwcmt~.•ILI. ~~~iatcd \\ llh actdcrulmg d~e r~pt.1u:crncllt or quah()1118 d1~'1hUbon tnnlt\.i anrJ $CI'\1Ct::i 

tt.ldi~J u an} mntc:nal otho=r lhu.n cu1lCJ )l<:d or pt....oO!Jc) m fPU•s 1utural ga,: distribuOon, fort Mc*'e and Chl.~(le!J.l< U't~liticJ' Fl<nida 0..\'l.<IOO W..: aro: allo,,•o'ed h' n-.;t)\'ct ~ a.~ct uf are rcq\nrtd ~ pt)' 'be habrh\ym nUc:J rebteJ 1.0 GRIP. 
"' ibc ~lunda P.SC.: a.llow!!!l fPU to ll(lll n. 11 r~ul:tl'lf) aJ.SO:IIli<C por1t0fl of d~~: unn.-cognU'.;.-d 1:(1'$lj purAtanl to ASCTC>pK; 71S, ('(Nrlpt'll.tltlitm • RtllrtmttJt /tl!m:fit.f, rd•ltd lA tti n:~ula1 ... -.d \~11LIIII)IlS S<e Note 16, E,JpiO)'tt~ Bn~tfit PlmiJ. for 

atkhtional m!ontal«m 
All II(C!\If cn\'iJ\.11l.tl'ICntal C'I!JXI'IdthlRII u~'l..Ul'll'd lo Watc anJ Ollf ~UJ"Rnl Cllllltl:t~ or furw~ cnni'OI\D'II:tlla' '-'X.IX'ndlt\u .. .,- h.l\~ ~n llllllr'lWCJ h)' \'&nOW rsc. (a• ~o\('1~ s.:.c No~ l•), Rm•tt'OtlmfRtul ('()lflltJI(,N'rJU ondCMtmgtnclf.t. (m •JJillOnal 

m(1,1nnn1111t1 un u\tr mnromlC'n\&t amlm~:tl:nCKll 
Weare atf.lm'--d'o IJK'Iudc the.' rrctmums ,.wS in \1lnc111( 1111tur:.J pt ~llbt}'•Oifll:q{lmUm FlonJa mom mte biut- and fC¢0\'Ct lh<'mowr.a !!Jll."'!lft~: ltmc p::rtl\d pun~uunt tuth~ 1-!.lfMin I'SCarfll'0\"11.4. ln~;h,~~,kdm lhcK noo:rlb...-c$1 l. nUltumof 
the.' pmuum J:W.td ~· fl'U, $34 l n\llhun Of tho: flli:miUffi p.ad ~)' \lJ In 200?, UIC'Ittiltng lbc pw;.i UJI nf lhc.' lmt'll.ll)l for UN;()f11C lD.I( , h.·t:Ja~ It U 001 1.-.t do.fULUhJ~. III\d $746.()()() Oftbe JlfC:II\11.1111 PJid b)' Jo"Jl'U in 2010 
Gau~ and fc)"SlC$ rtliUhm«; ftn1n ll~e~ n:.:qui.li1Mn o( ltlftg•lcm'l deblllf¢ atoonued Cl\~f ful~c J'ltnoili a$ 00j~n1~ to intefc$l ex~ m •cCOJdule< \\llh ._-,.taNillh._~ n:gubtur)' JlfniOtioc 
We"'"~ lldf·in.~~e and s!Ofm 1\o"#t\'d tn (IW Fk.Nidll r~·gul~~ e!ICf$)' ur~:faUOM 1hnlaiiQ\\ \t:' 10 (;(11!-tclli\IUI.Igh nttellami)W\IJ: ln be \l~-d apuuc sci'ICral daun~. sconn tC.Sit>~•IUJ/\ .. --uf.t~ lll'ld olliC'r ~$ ~ ll~e>' an~ Uli;W'T«I 

" s" Nole I, .~,lwt(JryofSignJfiet.,ll At:«IUIItmg Pollcr<:t., ''" lldo.IJtiorlaJ lftf(lffllllbe>n <m 01.11 Ukt kn\0\'•1 C(l$1. p!>lii.:Kll 
We NCOfJed 11 reiul:.tul') habdily ({lr our rquJutc.J bw:itiC!i..<.e:ll rclotOIJ t.o d10: ~''llhatJM o( a«um\llnJ«< do:fl!n,:d Ill\ uwlJiuthltlll¢lllb a 1ouh of lbc iCJA lb:<«l UllOa the re~bktr\' prw<c.'dltlr(!,J, we ,,.,,iJt pnll Mel.: the R"'J>eo:llw p1rtion of the 

c:...cc!<l( ll .. ~u:nwta~ <kfc.-m.'d llt'(u to rate 1,.rcrs Sec Note. It, /rt«m1c- Tt.m'.,, foe a~JdltJo.lnDimfl~orn\lltion 

19. [~VtRONMFJ'\'TAL COMMITMtNTS AND CO:On'INCE.NClES 

\Ve are subjec:t to federal, state and IO<=allaws and regulations governing environmental quality and po11utiOil control These la\1.'$ and regulations require us to remove or remediatc at current and former 
operating sites the effect on lhe environment of the disposaJ or release of specified substances. 
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M(iPSi~<• 

\Ve havt participated in the investiKation. assessment or remediation or. and have exposures at. sevtn rormcr MGP sites Those sites are located in Salisbuty, Maryland. Searol'd. Dclaware and Winter 

I Ioven, Key Wcs~ Pensacola, Sanford and West Palm llcach, Florida We have also been in discussions wnh lhe MOE regarding another former MOP site located in Cambridl!,e, Maryland 

A< of December ll, 2017, we had approximately $9 6 million in cnvironmcncalli•bilitics, rel~led co FI1U'5 MGI• siccs in Florida, whkh include the Key Wcsc, l'cnsacola, Sanford and West P~lm llcach 

sites FPU has approval to recover, from 1nsurance and rrom customers through rate$. up to S 14 0 million of its. cm•ironmcntaJ costs related to iu M(;Jl sites ApJ)IOximately Sll 0 million has been retovcred 

liS or December 31, 2017, leaving approximately $3 0 null ion 1n regulatory assets for funm: recovery or environmental COS-tS from FPU's customers 

Environmental Jiabtlities for oor MGP sites are recorded on an undiscountC'd basis based on the esumate of futur-e costs provided by independent consultants We continue to expect that aJI c:osts related to 

tnv1ronmtnl&l rcmcdjation and related aeuviucs. 1ndud1ng any potrntiaJ furure remediation costs for which ,._e do not currently have approval for regulatory rtcO\tf)', \~till be recoverable from customers 

throu¥h rates The follo'"ing is a summary of our remediation status and estimated costs to implcmt1U cltan-t~p of our key ~1GP sites 

Jurisdiction ~IGP Silt 

.. lorida Wt-st Palm Stach 

.. lorida Sanford 

.. lorida Winter Ha\ en 

Dtlawart Seaford 

Maf)laud 

Che .. i>e:Ake Utilities Corporation 2017 Fonn IO·K Poge 102 

SIJIIUJ 

Rtmcdialactions apprO\'cd by FDEP hl\e bern 
•mplemente-d on the east parul or lht Slit Stmllar 
remedial actions expected to bt unplemcntcd on other 
remaining ponions 

In January 2007, FPU and che Sanrord g•oup signed a 
Third Participation AJI'e<ment FPU's share of 
remediation costs under the Third P~IUCIJ>ation 
Agreement is set at five percent of a ma"~Cimum ofSJ3 0 
million, or $650,000, which hu been plld to an eserow 
accoun1 

The EPA issued a prehmmary close-out rcpon 1n 
Dc«mbcr 2014 Groundwater moononna and StatUtO<) 
fh e-)-eat revih\ s to ensure Pfti"onnance or t.hc apprO\ td 
remedy \\ill continue on this s1tc 

Remediation is ongoing 

Co.c co (lun up 

B<m>"«n S4 S milhon co SIS 4 m1lhon. 
mc-tudiog ~ts usociatcd with the reloe:auon 
Q( fpu·s ~ations It thiS site, ¥.-hich is 
necessary to implementlht remedial plan. 
and any p01ential cc»c.s associated \loith future 
redevelopment or the propen•cs 

FPU's remaining remediation C'<pcnscs, 
including attorneys' fees and eo5ts. are 
estimated to be approximatclv $24,000 

:"oc expected co "'ced S42S,OOO, wh1ch 
includes cosu ofimplemenuna insurution,al 
controls at the Silt 

PropOsed plan (or implementauon appro,c<f by DNREC S2?J,OOO 
10 

S4bS,OOO 
111 July 2017 

Currently in discussions with MOE Unable w CS11m31C: 

Rtro\ try chrou~th Racrs 

Yes 

Yes 

Yes 

Yes 

N/A 
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Nmurul Gws, £/rc:tric mul Propun~ Supply 

We hnve entered into contractual commitments to purthase n~nural gas, electricity and propane from various suppliers. The conlTacu have various e:<pirauon dates tn 2017, our Delmarva Peninsula natural 

sas disu ibution operations entered into asset management awcemcnts with PESCO co manage a ponion of their nalllral gas transponation and stort~ge capacity The agreements were effective as of April I, 

2017, and coch has a three-year tenn, exp1rlnll on M01ch 31, 2020 Previously, the Delaware PSC approved I'ESCO 10 serve as an asset manager with respect to our Delaware Division 

In May 2013, Sandpiper entered lnto a c.apacity, SuJ)ply and operating agreement wilh EGWIC to purchase propane over a six ·year term endinl:l, in May 2019 SandJuper's current annual commiuntnt is 

estimated a1 approximately 2.7 million gallons Sandpiper has the option to enter into either a fi~ed pcr·yallon price for some or all of lhe propane purchasts or a ma•'kel·based price utilizing one of 1wo local 

propane pricing indices 

Also in \lly 2013, Sharp entered into a separatt supply and aperallng agreement "ith EGWIC Under thiS l!lfeemen~ Sharp has a commitment to supply propane to EGWlC over a six-yar 1enn endlnj; 1n 

May 2019 ShaiJl's CUJT<nt annual commnm..,t tS tstlmated atappfO'<Imatdy 2.7 million gallons Tht ajlteetntnt bt"'een Sharp and EGWlC is separate from the agttemtnt b<1wecn Sandpiper and J:GWlC, 

and nttth<r~j;reemtnt pennits the panios toRt otT the rights and obligotioru spectfied in one agreement againSI those specified in the ocher agreement 

C'he>&peoke Uuhues' Aoricb o;,;Sion hu linn tnnsponauon "'"'ee contracu with FGT and Gulfnream Put1Uintlo a <apoc:ity releast rrosram apprO\ed by tht Floncb PSC. all of tht <apottty und<r thtsc 

18fe<ments hu been I'd eased to vanous thin! paru<S, 1ncludon11 PESCO Under the tenns of these capoeny release agreements, Chesapeake t:uliii<S IS con11ngtndy hable to FGT and Gulf Stream >hould any 

porty that acqu~ted tht eap>c:ity through rolea>e fa1lto pay the capoclly charge 

fPU's electnc fuel supply contracu rt((Uif< FPU to maontaon an acceptable standard of creditworthiness bued on specific financial ratios FPU's aJlreemenl "1th FPL requir<s FPU to meet or e'ceed a debt 

servi« coverage ratio of 1.2S times based on the results of the prior 12 months If this ratio is not met by fi'U. 11 must provide an 1rrevocablc letter or credit or pa) all amounts ootstanding under the 

a~retmcnt ''-lthin five business days fpu•s electric fuel supply agreemen1 with Gulf Power require$ fi'U to meet the following ratios based on the avcr1t~c Oflhc prior six quaners (a) funds from operations 

interest covera~c ratio (minimum of2 times). and (b) tott\1 debt to tout! capilA1 (maximum of6S percent) lfFI)U fallsto meet the requirements, it has to provide the n•pplier a written explanation of actions 

It~ ken, or proposed to be taken. to become compliant Failure to corn ply with the ratios spedfied in the Oulf Power agreement could also result in Fl'U having co provide an irrevocable letter of credit A'> of 

Docember 31, 2017, FPU was in compliance "ith all of the requirements of its fuel supply contracts 

Fight Flags provides electricity and steam generation se~1ccs lhroogh its CHP plant located on Amelia Island, Florida. In June 2016, Eight FlBJl> began sellin11 pow<r generated from the CHI' plant tO ri'U 

rursuant to a 20.ycar power purchiSe agreement for d~Stribuuon to iu re1ail electric customers In July ~016, tight Flags also staned selling steam, purRIInt to a npara.te 20·ycar contract. to Rayonier. the 

land owner on "hich the CHP plant is loc.tted The C'l II' plant 11 powered by natural gas ll'ln.poned by Fl'U through its distribution system and Peninwla l'1peline lhroogh its inll'l.state pipelint 

The Ioiii purclwe obligouons for naru111lps. tlectnc and rropane suppli<S ""'approximattly $1 <2 9 m1lhon for 2018, Sl22 8 million for 2019-20ZO, S4~ 6 million for 2021-2022 and $149 6 million 

thtreJner 

C..Drp<wuu Guurturr~a 

The Board or Dtrcclors has authoci%ed the Company to I:UUC corporate guarantees securing obli~uon~ of our sub.sjdiaries and to obtam ltntrs or cr~ll S«unns our SUb$ldJilltS' obligauons The mn•mum 

authon.ttd liab1111y undet" such guarantffl and leu.ers of cmht was $95 0 million 

\\'e ha,•e issued corporate guarantees to certain vendors of our JUbsidiaries. primarily PESCO Tht~e corporate guarantees provide for the payment ofna~ur11J gas purchases in the e\.tnt that PESCO defaults 

JlUSCO has never defaulted on its oblig:ations to pay its supphcrs The liabilities for these purchases arc r«orded when incurred The aggregate amount l'uarantced at Ot.."(;cmber 31, 20 l7 wa.s $72 .0 nulhon, 

\~odth the guaranlees expiring on various dates. throu~h December 20 IS 

Chesapeake Ulilitie.s also ,guaranlees the payrncm or H)U's fir\• mortgage bonds. The ma'<imum eXJ>OSt•re: under thi$ guafantee is the outstandinst>lincipal plus accnJed interest baJances The outsh'lnding 

plincipaf b:~,lanees orFPU's first mongagt bonds apJ>ro~omete their CIU1)•ing values (see Note 12. Ltm):·1~rm J)~·ht, for runher details) 

A• or December 31, 2017, we have ISSued lelltrs or <tediiiOtahng approximately ss 0 million related tO tht electric ttansmission ~rvices for FPU's eleclnc dl\ 1$1011, lhe firm transpo<tation serviee agreement 

bet"een TEll..P and our Delaware and ~1aryland 

Ch ... pealt Ut1hUt> COIJ><lf'ltioo Z017 Foon 10-K P>J,'t lOJ 
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Not<s 10 the Consohd•ted Financial StatemeniJ 

di\JSion.s., the ralmcnt ornaruraJ gas purchase.) for PESCO. and (0 our current and pr~i.ous pnmal) insurance earners Thm letters or credtt ha\t various C'<ptrauon dates through D«ember 2018 There 
hl\e been no dra"s 011 these lollet1 of creduas ofl>c<:ember 31, 2017 We do nO< anticipate thai the letters of credo I "'II be dra"11 upon by the counlerpartoes, 1nd we expect that thelell<n of credit \\'111 be 
re-nc~ed to the C'(tcnt neceuar)' in the futute 

11 . QUARTIJI ~\ ft'"CIAI, DATA(l ML'DIT£0) 

In our opuuon. the quarterly fin.anaal tnfonnauon shO\\n below indudes all adju$111lCn.l$ n~saty for a faar prHCntabon o( the opcrauons ror such penods Due to ahe seasonal nature of' our busmc.ss. there 
a~ subst.anual vanations tn operauons tt'pQfl~ on a quanerty basis 

4m dlfJfiJ.oft.b. t'fe:t'pl ~' '''at? ~Hili 
!!U1 '1· 
Ope:rat1ng RC'-tnucs 

Operating Income 

Net lncome 

EaminJ!S per share 
Basic 
Diluted 

~0) 

Opcnning Revenues 
Opcraung Income 

Net Jncnn1e 

Earnings P"' sh•re 
Basic 
Do luted 

Chesap<ale Ullloll<> CO<pO<IIIOII 2017 Fonn 10-K Poge IQ.4 

s 
s 
s 

s 
s 

Man:ll Jl J•••J.O 

135,160 

34.676 s 
19.144 

1.1 7 $ 

1. 17 s 

146,296 s 
36,380 $ 

20,367 s 

I 33 

133 

r•r dw Q .. rkn b4N 

Sc-llkfllolllotrlt Dttunk:rJI 

12M84 126,936 s 180,403 

13,666 14,139 s 23,263 

6,046 6,833 s 16,101 

0.37 0.42 1.60 

0.37 s 0.42 1.59 

102,342 108,348 14 1 ,87~ 

1~.742 10,156 s 2 1,81 9 

8,029 s 4,416 s 11 ,863 

012 s 029 s 073 

0 S2 029 s 013 
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Ii kol (<•uku .. 

IT£\19. CIIA~Cts IN A\0 DIS~CREE\I£NTS \\ mt ACCOLNTANTS OJ< ACCOI:NTL~C AM FiSA;o.CIAL DISCLOSLRI:. 

Non~ 

IT£.\1 9A. CO;o.TROLS A'D PMOCEDLRES. 

EVALIJATIO~ Ot" DISCLOSUR£ CO~TROLS A~D PROCEDUR£S 

Our Chief E•ta~u\e Officer 1M Chief Fuw>eial om ..... -.ith the panio:ipation of other Company Dniaals. hive e\·aluatcd our "duclo<ure controls and proccdures" (15 such term IS d<fincd under Rvle 13•· 

IS( e) and ISd - IS( e) prornulgatcd undor the Seeunues E•change Act of 1934. as amendcd) as of Ik<:embor 31. 2017 Basod upon thelf evaluauon. our Ch1efExccuu,·e Officer and Chief Financial Officer 

concludcd that our d1selosure controls and procedures "'<a efTecto>e asofOccorn~r J I, 2017 

CfiANCE IN INfERI\',\ L CO~TROLS 

There has been no change 1n Internal con1rol over financial reporting (as such torm is defincd in Exchanse Act Rule lla·IS(I)) that occurred dunng the quarter endcd Ik<:ernber J I, 2011, that materially 

aiTcctcd, or is reasonably likely to materially a!Tec~ internal conuol over financial reporung. 

CEO AND CFO CERTIFICATIONS 

Our Ch1cf'Cxecuuve Officer tnd Chief F1nancial Oflicer have filcd with the SEC the certifications requn-ed by Secuon 302 of the S3rbancs·O'Iey Act of2002 as E<hibus ll I and J 1.2 to our Annual Rcpon 

on Form 10-K for the fiscal year ended DcccmbcrJI, 2017 In addition, on June I, 2017, oor Chief Executive Officer cen1fied tO the NYSE that he was not aware of any violation by us of the NYSE 

corvoralc ~overnancc list in)! $Uindanb 

MANAGt:~IEN1"S llF.I'OI!T ON INTERNA L CONTIWL OVER FINANCIAL RE PORTING 

MaMyement Is rtsponsiblc for c.sutblishing nnd maintaining, adequate internal controJ over linancial rcportinM. :.~such term i5 defined in Rule lJa-IS(f) or the Exchange Act A company's internal control 
over financial rc1>0rting 11 a p1occu dcsiuucd to provide reasonable assurance regarding the reliability of financial reportinM Md the preparation of financial statements for exu~mal purposes in accordance 
\Vith GAAI' A company·s internal control over financial reporting includes those policies and procedures that (i) penJun to the maintenance or recordl which in reasonable detail, accurately and fairly 
rcncct the transactions and dtSJWSitlons of the assets of the company: (ii) provide reasonable assurance that 1ransactions are recorded as necessary 10 permit prcpanuion of linaneial stateJntntS in accordance 
with GAAP and that rc.ceipts and expenduurt:s of the com1>any are being made only in accordance with authoti7..ations of management and directors of the company, and (iii) pro\'ide reasonable assurance 
regarding prc:vcnuon or timely deu~ct10n of unauthorized acquisition, use. or disposition of the company's 8$$CIS that could have a material effect on the financial sratements 

Under ahe supcrvis1on and \vith the participauon of management, including the principal e.xecuti\•e oflicer and principal financial officc1, our management conducted an evaluation of the effectiveness of its 
int<mal control over financial repon1ng bascd on the cnt<ria establishcd in an updated repo11 enti~cd "Internal Control lntegratcd Framework," ISSucd in May 2013 by the Committee of Sponsoring 

Organiuuions of the Trtadv,·ay Comminion Because of its inhtrent limitations, internal control over financial rc:pontn~ may not pre .. cnt or detect misst.atcmenlS Also, projections of any evaJuation of 
dTecljvt-ntil to future periods are subjtct to 1hc ri~lthat conuols may become inadequate because of changes in condi11ons, or thai the degree of comphancc wuh the policies or procedures may deteriorate 

Our managomont haJ C\ aluatcd and concluded that oor Internal control 0\<F financial reporting was o!Tecti-. as of Decornb<r ll 2017 

Our mdcpcndtnt IUdllon, Bokor 1111) \ 'irchow Krause, UP, "•'• auditcd the e!Tccti,eness or our Internal control 0\er finonaal reportinaas or Ik<:ern~r J I' ~017, .. Sl>tcd in their rcpon "hi<h appears 

undu Pin If, /tan A Fm<qlf.wl Sl<lfc.·ntt·nh unJ Suppltmt'nlaT) Du1a 

C~puke Uulities Corporation 2017 Form 10-K Page lOS 
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ITEM 90. OTHER INFORMATION. 

Effective Fe:bmary 27. 2018. we entered into tht Amendment to the Rights Agreement The Amendment accelerates the expiration of the Rights from 5 00 PM., New York City time, on August 20, 2019, to 
5:00PM., New York City 1ime, on February 27. 2018, and has the effect Qr renninating the Rights Agreement on that date At the time of the termination of the RiJ)hts Agreem~nt, all of the Rights 
distribute<llo holders of our common stock pursuant to the Right:; Agreement will expire by their respective tenns Accordingly, the Rights Agreement is of no further forec: and effect 

(n connection with the expiration of the Rights Agreemen1 described above, our Board of Directors apJH'Oved the filing of a Certificate of Elimination (the "Certificate of Elimination") to eliminate from our 
Amended and Restated Cenificate of lncorporation, as amended. the Certificate of Voting Powers, Designation, Preferences a_nd Relative Participating Common Opsional and Other Special Rights and 
Qualifications, limit.a1ion~ or Restrictions of Series A Panieipating Cumulative Preferred Stock (the "Certific.ate of Designation") with the Secretary of State for the Stale of Delaware on February 28, 2018. 

The foregoing are summaries of 1he tenns of the Ame.ndment and the Cenifieate of Elimination These S11mmaries do not purport to be complete and are qualified in their entirety by reference to the 
Antendment and the Ce1tificate ofEiiminalion, copies of which are attached as Exhibits 4.13 and 3.6. resp«tively, and are incorporated herein by reference. 

PART Lll 

ITEM 10. DIRECTORS, [XE(;lfT1Vt 0FnCERS OF Ti lE R ECISTR.o<NT AND CORPORJ<TE GovtRNMC£. 

We have adopted a Code of Ethics that applies to our principal executive oflicer, president. principal financial officer. principal accounting oflicer or controller, and persons perfonning similar functions, 
which is a "code of ethics" as defined by applicable rules of the SEC. This Code of Ethics is publicly avatlable on our websi1e a1 hup://www chpk.com/wp-oonlenl/uploads/Code_of_Ethics.pdf lfwo make 
any amendments to this code other than technical, administrative or other non-subslantive amendments, or grant any 'vai\·ers, including implicit waivers, from a provision of this code to our principal 
executive officer, president, principal financial officer. pri1tcipal accounting officer or controller, we intend to disclose the namre of the amendment or waiver, its effective datt and to whom it applies by 
postiltg such information on our website at the address and location specified above 

The remaining informatio-n required by this Ite-m is incorporated herein by reference to the sections of our Proxy Statement captioned ·•Etcction or Directors (Proposal I>:' ··overview ," "Corpatate 
Governance .... "Board of Directors and its Committees" and .. Section 16(a) Beneficial OwnershiJ) Reponing Compliance." 

ITEM II . EX£C11TIV£ COMPF ... NSATION. 

The infonnation required by this hezn is incorpora1ed herein by reference to the sections of our Proxy Statement captioned .. Director Compensation, ..... Executive Compensation .. and ··compensation 
Discussion and Analysis" in the Proxy Statement 

I TEM 12. SECURITY OWNERSHIP Of CERTAIN llENEfiCIAL 0WN!:R.~ AND MANAGEM ENT AKD R ELATED $TOCKHOLD£R ~IATTF.RS. 

The info1'marion required by this ltern is incorporated herein by reference to the section of our Proxy Statement captioned "Security Ownership of Certain BeneficiaJ O'vners and Mana~emcnt .. 

ITEM 13. CERTA IN R ELATIONSHIPS AND RELATED TR.o<l<SACTIONS, AND Oil> ECTOR INI>f.PENDENCE. 

The infonnaLion requited by this Item is incorporated herein by reference to the section of oor l'roxy Statement cap1ioned '"Corporate Govemance." 

1TtM t 4. PRt:"'CTPAL t\ ccoul'"TINC Ftts AND Sr...RV1C£S. 

Chesopcoke U1ilities Corporation 2017 Fom> 10-K Page 106 
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The infonnation required by this hem is incorporated herein by rcferenc.e to the ponjon of the Proxy Statement captioned "Fees and Services of Independent Registered Public Accounting Firm " 

I' ART IV 

I T£M 15. EXHIBITS, FINANCIAL STATt.\11:i~T SCH£l)UL£S. 

The following documents are filed as pan of this report: 

(aX 1) All of the financial statements, reports and notes to the financial statements included in Item 8 of Pan IJ of this Annual ReJ>On on Form 1 O·K 

(a)(2) Schedule If- Valuation and Qualifying Accoums 

(a)(3) The Exhibi1s below. 

Exhihil ~ I 

txhibit 3.2 

E).hibil3 J 

Exhibit 3 4 

E'!hihit 3 S 

Exh•bit 3 6 

Exhibit 4 I 

ExhibiJ 43 

Underwri!ing Agreement emcred into by Chesapeake ltilitics \omoratiot~ and Wells l='argo SecurhiY.b LLC RHC C!ipit('l \1(1tkets LLC Janney 
Monu;on•t>rv Ss:ou !.I.C Roben \V Baird & Co lncornorated J J B Hilliard W L !NOll~ LLC Ladenburu Thalmann & Co. lne US Cauitnl 
1\dvisors LLC and flR&T Securi1ies., LL\ on S<•membt:r 22. ~016 rdating 10 the ~ale and issuance of83S 207 .:,hare~ of the Compnnv•s Wlllm<)n 
stock is incornoratcd herein b,• refercncr to Exhibit 1 I of the Company's curretlt reoon on Form 8-K filed on Sentcmbcr 2!l 2016 file No 00 I· 

!.ill1. 
Amended and Rcsuncd Ccrtifk ... te or 1ncomoration of Chcsnpeake lJtHities C'omoration i!t incomorated herein by reference to Exhibit 3 I of C'ltlr 
Ouart<rlv R<·pQ!! nn Form 10·0 lbr 1he reri<>d ende<l June 30 2010 File No 001-11590 

Amended and Rest:usd Bylaws of Chesane~kt Uu1itie~ Corpom1ion cO'cc:uve December 4 2012 are jncomoratcd herein by reference to Exhibit ) 
of2ur Ct1rrcnt Rerum on Eoqn §.K, fi led December 7 201., Fj1e No 001·1 l52Q 

First Amendment tu the Amended and Re-.li!l£<1 Rvl:.w~ of('hesaneake Utilitje§ Comoration effeecivo December 3 2()14 i5 jncor!)oraled herein by 
reference 10 Exhillit 1.3 of ()ur A1u1ual Reoo11 on Form !O-K f('H" rhe vear ended Oecemher31 ~014 

Second Amendment 10 lh£ t\mS!lded and Restated Bylnwh of Chesar>eakc Utilities C<'~!JX)t:Uion eflbc1h•c Nov~mber 2 2016 i~t inc<>rnonued herein 
tw reference lSI Exhibis 3.:; of0t1r OuAncrJy Reno« on foml 10.0 for Jheguarterended Scntcmbcr 10 '016 Fi1e No 001-11590 

Cenlligte of Amendment to the AmS1lded and R..:starcd C'erttfic(!le ot" lncomoration of Cheerealt" Utilities Cor[?(mllion is incomonsted herein by 
ret'erence 10 E'<hlbit 3 t of our Currem Repon sm form 8-K tiled Ma\' Q 2() 17 File ~o 00 1·11 ~QO 

Ceniljcare of Eliminarion of Scric~ t\ Pt~rticjp:tting Cumulative Prrferred Srock of Ch~stmcahe Uti lilies Cofi)()(;'Uion js filed herewith 

~ote Agreement d:ued Ocrohcr 31 2002 bCt\\'CCn Chesapeake Utilities C'MJ)Ofation as issuer~ Md ~·lassachuscus Mutual Ufe Insurance Companv. 
C ~t Llfe lnsuranee Company American United l..ife !no:urance f'onmanv Pione(>!' Mutual L.itC Jnsurnncs Company and The State Life ln!;urnncc 
Comonny relating lo the private pl:lcemeni of Cheso.u>e;tke lJt1Jiues C'omoration) 6 6-$% Senior Not.::f due 2017 is incom()fdtrd h¢'rein by 
re(erenee ro f.~hibjt "' of our Ct1rrent Report on Fonu S·K tiled Novcmbsr 6 2002 file No 001-1 J ~C)() 

Note Agreement dated Ot"tober lS '"~005 between ChcS!\pcake ll!ilities Comonuion ~s isSller and Prudenu:d 111\estmrnt Managetnsnt Inc 
relating to the nrivnre r lacemem of Chcsat)C'ake tllilitics Coroorntion's S 5% Senior Note:; due 2020 is incorpomtcd herein by reference: to Exhibit 
4 I of i>ur Annual Repon on Form 10-K tbr the yt"ar ended Decenlhfr 31 200~ Fjle ~o 001-11 $()() 

Note Agreement dated Oc1obc-r 31, 2008, among Chesapeake Utilities Corpontion, as issuer, General American Life Insurance Company and New 
England Life Insurance Company, relating to the private placernenl of Chesapeake Utilities Corporation's 5 93% Senior Notes due 2023 t 
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Exhlbit4 4 l'ote Agreement dated June 29, 2010, among Ch<>Apcale Utihucs C'orporauon. as 1ssuer, Metropolitan Life Insurance Company and New Enj!)and 
Life Insurance Company, relating 10 the priva1e placement of Che.apeake Uuht•<> Corporauon's S 6r;. S..nie< NOtes due 2026 and Chesapeake 
Uuliues Corporarior1s 6.4W• S..niO< NOt<S due 2028 t 

Exlublt4 5 NOte Agtcement dated SeptemberS, 201), among Chesapeake Uuhues Corporauon, as 1ssuer, and certain note holders, rclaun!! to the pm'Ote 
placement of Chesapeake Utilities Corporation's 3 7J•• Senoe< NOles due 2028 and Chesapeake Uuhties Corporauon's 3 88~• Sen•or l-!Otcs due 
2029 t 

Exh•bot 4 () Fe<m of lndenlllrc of Mongagc and Deed of Trust dated September I, 1942, bc1"ccn Flonda Public Utihues Comp:llly and the IJUSICC, for the For>t 
~longage Bonds, is incorponted hacin b) ,..f<rencc to Exh1b11 7-A of florida Pubhc Uuhues Company' s Rq;isttatiCM> :\o 2-6087 

hh1~11 ~ 7 SS\<nteenth Supplemental lnd<nhi!C da!!:d \rol J2 ;011 \!;1"'!9 ( hc:!~alc ~uhucs C'<!poration and florida Public l'UiiriC. C'omran\, 
rurwJnt to" hich ChhlP£31..~ l"uliri"' f('(NfJil()D wuaranr££" !he ''" "''0\ anJ nsrformans:c ohhgaUOI'I\ of Florida Puhhc l'rilitt£S Comranv undrr 
lhc Jnden1ure is in~1ed here1n by reft"rrnct" to f. 'hibi1 4 I qf our Ou~n£sh· R(l"!!!t on roon 10--Q for lh£ P£!iod endN Marc-h 31 :011 Filt> 
-:o 001 - 11~90 

f'5,1Hh•t 4 8 ~t'\; lf$1Hh Sunr ltme-ntal lndenturs; dat¢ l?ecemhcr I 2U02 t,:w.£('•1 Cb"·IJ!«L.f I u!nir .. Corooration an4 Flonda Public tl!llitie~ C'C'IInran\ 
Jl!lN.tam tn "hich Che\aoeal-.e Uulilte~ Comomuon guarl\ntt'¢4 tht .. rwrnt Eir'tl~1 nnl!ag£ Rond~ of Florid:\ Publac Llliltues Comnam· under 1he 
\1rrger Agrecmrnl is incorpoflt1ed herttn by rc:fcrrnrs lo 1->hJbH 4 C) p(nw Annual Breon on form 10-K for the year emk·d Degmhsr JJ 20l0 
File -:o 001-11590 

Exlubit 4 9 Thineenth Supplemental lndentu,.. dated June I, 1992, pur~uant to which !'lorida l'ublic Uuhties, on May 1, 1992, privately placed SS.OOO.OOO of 
iu 9.08o/. First Mortgage Bonds, is incorpO<atcd herein by reference to !Zxhobit 4 to Florida Public Uulitics Company's Quarterly Report on Fonn 
1 0-Q for the period ended June 30. 1992. 

l·>;hihn·$ 10 l 'riv~tc Shelf Agrrsmcn! dated October 8 ZO ! S. bctw~cn C'hc\:wc.1ke Utj!ujct£Qu~Qffi\!Cl!l M js!.ucr and Pn tdcrHial Jn ~o•esnnent Management tnt. 
relating to the purchns,; of Chc~;mcnke lJlililie~ CornorJJ jon unM;curt-d Senjor Note~ is ins..-oowmted herein bv reference m Exhibit 4 I of our 
Ouanerly Repon on Form 10-0 for the l)Cf'iod ended S~:tucmbcr 30 22 I~ Fj!c; Nu 001- 1 I 'i<)() 

l -.'<hihu4 II Ri~lus 1\ .:rccmen1 dated Am;ust 20 IQQQ by and between Resuslf'll!l\ and Ut~n l..:ll<'l~ l~ N A a-, nghts agcn! is incorporated hy rererencc 10 
flxh1bit 4 110 the Current Report on Fonn 8·1) filed pn 1\ugmt 24 J()C)() Fih: l)n 901·1 1 <<)() 

h ;btbu4 12 Eir'\t Amendmtnt te Right~ Aurremrnt d;ttcd St;t'ltsmhs;r I., 2903 hy and brnu-cn R('tt1~ tmnt and Computershare Tnast Company ;i A at 
'\uceessor nghts agent is incorpooned b> reference h) f,h,bjt 4 I 19 1h;; Currt~n Fonn 8-K filtd on September I~ ~008 File 1\o 091· 
11~90 

I 'Sb'b''" !l fu.-cond Amrodrnent to Right\ Ayre;tm£nt b>· ;msJ bj;t"csn CbetorsJbs \ lt!hl!£> C9rn('l(.li!M and Computenh:ue Trust Cvmpanv f'O A dated, .. pf 

F<bruan 27 201 s '' lilec! hcrc"11h 

t,:,habu 10 J• fhcupe.-1L.t L't1httes CorporatiC"' Ca\h Doous lnccntl\t Plan ttl'+"( I!\~ J,mu31"\. J ~ut~ h in~tl!'Jl0!'3led htrein b> rc-fcrcnct: to our Pro\.\ 5t11tmtol 
dat,;d \l:trch J I 20 1 ~ in conn«Jaon >Alth oor \nnwl \IS'\1'"£ btJJ M \J.t\ 6 "0 1 ~ f1lr ''\ 00 1-I I ~QO 

[\.hthlt 10 ;• Chfupqkr Ftihries, Corporauon 2013 <;tod. and lnsgm\t C(lmrrn}l"on Phm tO'ccg'£ \b\ ~ 1011 js Jncotpop.R'd hm:in t!\ rrft!fD(( to C!lr 

Pto"'. Statement dated \bKh 2Q ~on'" conr.rstion \\1Jh our Annual \lc£f•ng hrld on \by 1 =on hlsr ~o 001-lt~qo 

E!(h!bU 10 1 • ~on-Oual1fi(d Oermed {"(!!Jpcn>ftiM Plan rtl\~11\(' J IVY"D I <tQ!o& ts tQOO!N@Jtd hereto'" rtfmn~e 10 Fxhib11 t O S of our Ann,yl Rmon on 
Form 1().1) fopheHarended o..-. .. ntqJI ! Oil Fole 'o 991 ·11~?2 

F~htb11 1 o ~ • f\.tc.Utl\e Emplo.,meru Agreement dateJ Janu.\!)' I~ 201 I bctwttn CbNz$'?l.e luhD£1 Cpn!OJ:thon and ~1ichac-1 P \ k \ b:srsu 1s •n('(lfll0!"'31rd 
herein b'· refers nee to E.~thib11 10 I of our Currrn1 Rrpon oo I orm fi·b fi!£<1 Janu•n· Z I , 0 11 r,le 'o 001-11~90 

f)h•h!l 10 <• ,\ mrndmt'flt t() E'Stt-uti .. e Empf<l\"'f'D' As;tttm£!11 rff«ll~oe Januap I 20I..t hrmttn CheupeaL.r l'uhne~ Coa)(l(~Uion and \fishJcl P 
\1t \1Mters ~~ inc()Q)()f'3ted hcyein by re(c;rsnce to l·'(h!b!l 10 I oC21tr CaurtQ[ Rsnon on 1 em 8-K til('d Jnnul'tQ 14 2014 File No 001 -1 1 ~QO 
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f'~utJ\e Fmn1o•;mcnt ~HT'-"t"111tnt d.-tgl Janu.10 q 1HJ'\ bti\\Ctn Cht'\,\CSJ~S Utihllt\ CotP9f'!rron and ~tcohen C Thompson "inW!'J!O!iltN 
herrin b\· rtJ£rsnce to E.'(hihit IOQ of ()tlf .\011\)al R£pNJ M I onn lO.K f\"1' Jh£ \S'f!t(nd$(1 Pssemhr;r 'I ~01= fll£ i'\o 001-t l5<>0 

E'fSU'''' EmriO\'lTlent \creement dated bmu.o C) ;913 bsh\t(n C"bst.uq'-r luhrir' Corpt,ntton and fk1h \\ COC?Qe;r. is ine()rJ?()Ql!N herrin 
b> rdCrrnsc; to Exhibit 10 10 of our Annual M.mxt sm Fron IO.ti (gr tbs >c:•r cndrd l)«gnh£r 11 2012 fil( i'o 001 -11'90 

b'Sttuttvf EmP'o>·meru ·\gr«P~I'lt d~tN January Q 601l kt'>ttn fhf"''!"S'lt Uuhnr~ foro<?!llion •nd Elainr 8 Binnn' inc('!"[)2(!tc;d hfte•n b> 
r\."fe«"nce to E-<hrbn 10 II N oor ,\nnual RfOO(t on h'I!JD IO.b f(!f tfhi >s.u S'!'kJtd l>s£tp1Mr 31 :012 File 'o 001 - 11590 

E),ro!ttH Emofoyffimt Anrsnnrnt dated Janu:ny I ;01 \ bs-1\\S£11 fhqaprwbe l uhucs Corporauon and Jeffo i\1 1-louseholder is tnc{I!Ng,tcd 
bmtn h\ rrferroce 10 E"<hibll 10 J( <{gur AnnuaJ RU!('I() on tonn 10-J:.,; fty 1h£ >fJr epds.:sl P«£mbtt ll ~14 File ~o 001-1 ISQO 

Form of Performance Share Agreemtnl dfesuvr Januao 7 ~014 fC! the prricd ZOI-' 10 2016 rursuantro Chesaoeale t.:Hhrie-. Corporation 1'01 J 
Stocl:md lnccrui>t Comernution Ptrn hy 11od bfl"-«n ChtsaC£1!.£ l ·uhua ("PIOOQHOn and nrh of \1!Ch3el P \tcMasr~ Beth\\' C()O()Ct 
Stephen C 1"hompson Elaine B Binner and Jr[ry ,._ t 11sl!J'shn4drr is 1ncmpgratrd her-ein b\' rrfmnce to Exhibit tO 1 S of our Annual Report on 
foon !O.K forthsyearendrd0ecembtr1J 10p fjlc~o OOJ.Jt~QQ 

Form pf Prrfonnance Share AcrttmrnJ £1Tc:ctivs Jenuan 11 201 ~ for 1hr rrnod 201 ~ to "017 nyrsuanr toChesapc~le Utiliues Cornoration 20t'l 
~tock and lntenti\·t Comoensation Plan b' and het"esn Ch£!;lflS'Ah£ l 't•htlt!l. CorPO!-a1ion and each of M•cha~l P \1r~1asters. Be1h W Cooper 
~ttnhen (' Thompson Elaine B R111ner nnd JrfTp• M Jloo\ehold,;r '' in)otoonursJ herrm hy reference 10 f.xhihi l 10 19 of our Annual ltrnon on 
Form IO·K forthe year<,.ded Desembedl 2014 File Nu 001·11~29 

Form of Perfoonance Share Agreement dated ~:uS'h 6 201 ~ lbr lh~~riod 201 ~ 10 2017 pur~unnr 10 Ch~saneakc LTiililits Comor:;uion 201 ~ S10ck 
and h1Ct:ntive Comtx"n~ation Plan by ond bCh\CS!\ Che\anq:tbr ll!jlqies CPfMrf!t!O!ll'!Od J!2!ll£io f Morian\ j~ incomorated herein by rercrl'rtSiC lo 
Exhibi! 10 2 10 our Ouanrrly Repon on Form 10·0 forlh( !l!ill\td trul~l . cmember30 20 I~ f tle No 001-11 590 

Form or l)erformancc Share Agreement daw<l J:muarv 12 20!<1 for !he ps·riod 2016 tO 201K f>Ursuan! 10 Chesaft<ake Uli1ities C'orp<>r<lliOI'I 20!J 
StOo.'k 30d Jneenlivc Conmcngt!OO illan by nn4 bSH'.S:C!l ('bc~apeaks ll!!h!!C~ rorooratjon find each pf Michael r McMastens P£th w Cooper 
Sterhen t 1 hompson El::line B niuner, JcfTr; M ltou,£b('ltdcr and JJtn£/t f ~IM:.tt)' ts tncomorate<l herein by teferenc:e ro E'<hibit 10 1910 our 
Annual Reoon ~'" F'om' I 0-K for the oeriod ended Decsrnhsr J I 20 I< ttlr fSo 00 1·1!4i{IQ 

Che·wxaL.e \_f!ilmes Comocmion Supp!cms;oul r,t·rumc RctU\'!!1SD\ PlilO u 8J11Cndcst !lnd rc~!:\1cd etTs.'CI!VC J:tnY3Q' I ~OOC) is incomordtcd 
heretn by n:ference to Exhtbn 10 27 of our Annunl Rcvon on !·orrn IO·t) for the >t;~r rntlcxl Oest>1nher 31 200S File No 001 - 11 '90 

fjDl Antenshnentto tl1e Ch~pe;!J..c llulius:, Corrswii!U'!!l Su[ltllrtrls:ntJI t's'"'tltl'di Rruremcnt Pl3n ~s nmtnded end restated ci-T<sti'.c Jama!lQ 
200Q is intSl!rotatrd heretn b' r(ference to F.'ShtbH 1210 of our \nnual Rcpun on form 10-t) fO! the >car tndtd D«cmber 31 2010 File ~o 
!!28.lliQ. 

RC\'Ohlns Cr£dtt A«reemem dated Pttrmbfr ;Q 2014 b£1"£SO Cb£S.lJWilbC l "'"'" Corporatton i!nd Citu£0$ B:tnk., :-..atioo:d AlSOCiNJM as 
tmdcr is ine«l?(!!!tcd Morttn bl Rferenc.: to f~htb!t 10 2~ of wr t\nnual Rspon M F2rm 10-lo\ ror the \ear end~-,i Oeccm!Kr 31 201J Filt '~ 
001-IISoJO 

R<"'ohtng Cr<."dil Agrttm£nf dar£4 tA;tobrr 1t "'QI( bst"ml Cb~,mot..c Lr,hun COfNl!IUon •nd P~C' Sank ~auonaJ Assorrauon Bank pf 
Amcng ~ :\ Ci11zers B:tnf... ' >\ • R9> itl Bank ef C;m!da tnd \\ sU' fph;Q lhnl ~4Uonal >\\Y"C!.U1on u lenders is incorporated Mein b\· 
reference !o E,hil,;t 10 I ofoor Ouonnh R<P"' oo fqm JQ:Q f01 lh£ rroN sndr!l Xrt<n•M JO :OJ~ File '\o 001 -11590 

Ftnt Atnrndmnu dated FS'brua" ~"' ;ou, 10 the Rpoh1ng C'rg!u r\WttTs:nl_ducJ <krokr 8 20J(i bel"ttn ~pal.< Ctihll<:- C"ornoration 
and I'~C DanJ. '-!~ttOQ31 Ag.oci;mon BanL. of AD1+-1Jfl \.: -\ C1117£DS Dank ~ \ Rcn aJ U;anl of CaNdl tnd Wrlls Fargo Banh ~"'""' 
~ssoeiauon as lenders is inOOI'l'O!j!tC'd h£rtin tn rtf<r("fll,'(' 10 I )hlb!l 10 ;M_.Yf \'\!L.ADI"'U31 Rtyon on torm J()..K for the \C.1( endN Deccmbn- 31 
'OJS file No MI·II>QO 
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(xhib!l 10 IQ 

I >htbu I" 

hhohl!ll2 

Page 118 of 120 

Proou\\('1(\ Nor£ conyined ''an t\hlb!\ 10th£ Reyohtng Cftdu -\gretm£!11 skted ll«cmbCf' 29 '20l~ btt"rcn Chepr>eAL£ LHh\J~'>~ 

and Cjrurns B.lnk ~ati(lni'l \5WCi1JhOI\ ... I~ ,, tncomgr.ucd h~n by rtf(!S'Il« to ['(hdHI 10 2a of ow ADOl@l Rmon on Fswm 10-K tRr the 

\WtndsdQswnber31 1014 fols;\o 001-11590 

F'(e('Uit\C l ·mplovmcnt Aun.,msnt dD!ed 1\1av 10 20J(, hstwes.-n C'hesansake \)111111() romor:uion and J:unrs I· Mori:my is incompi.Ucd here;n 

by rs;#rsncc to Exhtbit 10 I of oyr Oua!]crly Reoon on !o'O!!)) 10~0 for rhe Y£iU ended June 10 .,016 file No OOJ.JI520 

F2rm of f'nforman1<e Share Aw·ccmcm e[ecli\'e fs;hmary ;~ 2017 for the p.:riod 2017 to 2019 pursu3nt 10 Chesat>eal.:e UtjJjtics Ccmorarion 

~oJ l \rocb and Jnccntj\'r Cpmrc:n-.Jiton Plan by and bCJ\\CS'D Che~pcaJ.r Lttiluws Comora11on a11d c:ac:b of \1tchael P ~1c\1g,rrn~ Btth W 

Cyooc:r ''trhrn C Thom'hcm !Jamr 11 Binner Jt:ffry \J J lousrhoMt-r and Jarnr~o I \fori am is. jncQrN']t£d herein b' rtfeuoce tg t;,hit'!it 

10 I efwr Ouin£!1v Rspon on Fron 111-0 for~hptar rndsd Junt 10 2017 hit ~o 001-11<90 

Suh\tdtgrie$ of1he RegtS(ront tit Gl\•d lwrc"•''h 

Con<li£1lt of rnderKndent Re!.mtcred Puhh£ Accounung firn1 ''Died herewith 

Ctn•ti£11£ gf Chief E.'«uli\f OOigr of Chmnrah.r t •ufltu;-\ CS'!I"QQf'ation rn'""'"' hl F"changr A('( Rule I 'la·I.Yal :md I Cid 1-lCJ) '' filed 

~ 

U!l!fisdte of Cturr Fut30CIJI Otlirer o( C~Pr:\l(' l hhun C<'foonuioo fl!!! .. IIADL to l,,chang£ Aq Rule I l3-J4Ca) and ISd - J.!(a) IS tiltd 

!!£t!:luiJl 

Centflcjlle ofC'hiefExecul\\'~ Ofiis;c:r ofChe5apeah.r Uti! !I'£' fornorarion purMhiD1 IS} I ~ l I S C Secmm l l~O jlmW hert\\jlh 

(tnjficiU< ofChicffin:\rtCJOI OOiccr ofChe":1neake (."tt!JII£~ CorpMJti(\!l rnan~uam 1o IR USC Seen on I J~() jsljh:d herewith 

E•hobot 101 INS XBRL Instance Document is filsd htm>oth 

E\hobot 101 SCH XBRL Ta<onomy Extension Sdotma Document is filsd he~"'th 

Exhobl! 101 CAl XBRL Tuononty E.•ttn>ion Calculauon Linkbase Oe<:umtnt" filsd herc"ith 

llxhib11101 DEF XBI\L T•xonon1y EX<ension Definilion Linkbase 00<'\lment is nled herewith 

E'hobit 101 LAB XBRL Taxonomy Extension Label Lon~buc Document is filsd hcrcwolh 

Exhobot 101 PRE XBRL Ta.\onomy EAtrnsion Pr<>£nlauon Lonlbast Documentos filed he=ilh 

Mana~cmrnt contract or coml)f:nsatory plan or a~reement 

Thcsr agre<oments have not been fi led hcrewoth pursuant to Item 601(1>X4)(v) of Rcgulauon S-K under the Securities Act of 1933, u amrnded We htreby agree to furnish copoes to the SEC 

upon request 
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ITEM 16. fOR)! 14>-K St \1\IARl'. 

None 

Page 119 of 120 

StCNATtJRts 

Pursuant to the rcquir<m<nts of Section 13 or IS (d) of the Secuntiu Exchange Act of 1934. Cheso~ake Uuliues Corponuon has duly caused this report to be signed on ots behalf by the und«Sisncd. 

th<r<Unto duly authori<ed 

CII£Si\Vh11K1< u rti.ITlliS CORI'ORII liON 

By 
Michad P Mt~asters, 

President and Chief Executive Officer 

February 28, 2018 

Pursuant to the requirements of the SecurititJ Exchange Act or 1934, this repon has bun signed below by 1he follo~ing persons on behalf of 1he rcgi51rant and in the capaciucs and on the datt'3 indicated 

< M I<.11All. P. MCMAStl.R~ 

~hchael P McMasters. 

Jlruident, Chief E.xccutive Onieer and Director 

February 28. 2018 

John R Schimkaitis 

Chaor of the Board and Director 

February 28,2018 

Eu~enc: H Bayard, Esq , Director 

Fcbnmy 28. 2018 

' Tlk>\IAS J BRE~'.; 

Thomu J Bresnan. Orre.:tor 

February 28,2018 

/s/Tu<>MAS P Hn.1., JR 

Thomas P Htll, lr, Director 

februan 28. 1018 

/Si PAUt I.. MADDOCK, lR 

l•aull... Maddock, Jr, Director 

Febntal)' 28, 2018 

' BET11 W C"<Xll" R 

Beth W Coo~r. Senoor Vice Presodeno 

and Chief Financial Ollicer 

(Principal Financtal and Accountin~ Oniccr) 

Februll)' 28. 2018 

/,;/ RO:<ALO 0 f<lRsYTtiF.. JR 

Dr Ronald C Forsythe. Jr. Director 

February 28. 2018 

' I)~"Nh S lill!N>N. Ill 

Dennis S lludson. Ill. Din:ctor 

February 28, 2018 

'' DIANNA F MuiUIAN 

Daanna F MOI'};an. Director 

febntll)' 28. 2018 

N CAL vu·r A MOROAN, JR 

C"alven A Morgan, Jr , Director 

Februll)' 18, 2011 
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TaMs of< Mts ... 

t'cr !l•r y[!lrt' nJrsJ lltttmbsr.tf 

Rtttr,,t Otduct«< From Rt1attd A.5stts 

Rt'iltrH for Uncolltcriblr Attounu 
2017$ 

2016 s 
2015 $ 

Chc!O~ale Uuliues C<XpOralion 2017 Fonn IO.K Po~e 112 

Cht.saptakt Utilitin Corrol'alion and SubJidiaritS 
Schtdulc II 

Ralu~•l 
lklhtni•t or 

VC"Mr 

Valuation and Oualif) ln~ t\ttountJ 

t hlltltt•l r.• 
1 114.''~'"' 

601 s 
985 s 
979 $ 

Oclu:r 
A4:t"'mntll (l) 

.l.l7 s 
340 
246 
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(911) s 
(1,325) s 
(1,436) $ 

B~ab•« • • End 
or\' tar 

936 
Q09 

909 
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