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Independent Auditors’ Report 

To the Board of Directors and Stockholder of 
Florida Public Utilities Company 

Report on the Audit of the Financial Statements 

Opinion 

We have audited the financial statements of Florida Public Utilities Company – Natural Gas Division, which 
comprise the comparative balance sheet-regulatory basis as of December 31, 2025 and 2024, and the related 
statements of income-regulatory basis for the years then ended, and the statement of retained earnings-
regulatory basis for the year ended December 31, 2025, and the related notes to the financial statements 
included on pages 11.1 through 11.18 of the accompanying Annual Report of Natural Gas Utilities, as filed 
with the Florida Public Service Commission. 

In our opinion, the regulatory basis financial statements referred to above present fairly, in all material 
respects, the assets, liabilities, and proprietary capital of Florida Public Utilities Company – Natural Gas 
Division as of December 31, 2025 and 2024, and its income and expenses for the years then ended in 
accordance with the financial reporting provisions of the Florida Public Service Commission, which are 
substantially equivalent to the accounting requirements of the Federal Energy Regulatory Commission as set 
forth in its applicable Uniform System of Accounts and published accounting releases described in Note 1.  

Basis for Opinion 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America (GAAS). Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 
independent of Florida Public Utilities Company – Natural Gas Division and to meet our other ethical 
responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe that the 
audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.  

Emphasis of Matter - Basis of Accounting 

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. As 
described in Note 1 to the financial statements, the financial statements are prepared by Florida Public 
Utilities Company – Natural Gas Division on the basis of the financial reporting provisions of the Florida Public 
Service Commission, which are substantially equivalent to the accounting requirements of the Federal Energy 
Regulatory Commission as set forth in its applicable Uniform System of Accounts and published accounting 
releases, which is a basis of accounting other than accounting principles generally accepted in the United 
States of America. As a result, the financial statements may not be suitable for another purpose. Our opinion 
is not modified with respect to this matter. 
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Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with the financial reporting provisions of the Florida Public Service Commission, which are 
substantially equivalent to the accounting requirements of the Federal Energy Regulatory Commission as set 
forth in its applicable Uniform System of Accounts and published accounting releases. Management is also 
responsible for the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 

Auditors’ Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our 
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not 
a guarantee that an audit conducted in accordance with GAAS will always detect a material misstatement 
when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one 
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 
override of internal control. Misstatements are considered material if there is a substantial likelihood that, 
individually or in the aggregate, they would influence the judgment made by a reasonable user based on the 
financial statements.  

In performing an audit in accordance with GAAS, we:  

Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of Florida Public Utilities Company – Natural Gas Division’s internal control.
Accordingly, no such opinion is expressed.

Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about Florida Public Utilities Company – Natural Gas Division’s ability to
continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control–related matters 
that we identified during the audit. 
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Restriction on Use 

Our report is intended solely for the information and use of management of Chesapeake Utilities Corporation 
and Florida Public Utilities Company – Natural Gas Division and for filing with the Florida Public Service 
Commission and is not intended to be and should not be used by anyone other than these specified parties. 

Philadelphia, Pennsylvania 
April , 2026 
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1. Organization and Basis of Presentation 

Florida Public Utilities Company (“FPU”) is a utility engaged in the natural gas and electric distribution business in 
Florida. The natural gas division of FPU, (the “Company”, “we,” “our” or “us”) is engaged in the distribution of natural 
gas to approximately 104,000 residential, commercial and industrial customers located in south, central and northeast 
Florida. Our rates and services are subject to regulation by the Florida Public Service Commission (“FPSC”). FPU is a 
wholly-owned subsidiary of Chesapeake Utilities Corporation (“Chesapeake Utilities”). 
 
Our financial statements include the accounts of FPU’s natural gas operations. FPU’s electric distribution and unregulated 
businesses are excluded from our financial statements. 
  
Our financial statements are prepared in conformity with the accounting requirements of the FPSC, which are substantially 
equivalent to the accounting requirements of the Federal Energy Regulatory Commission (“FERC”) as set forth in the 
applicable Uniform System of Accounts and published accounting releases, which is a comprehensive basis of accounting 
other than accounting principles generally accepted in the United States of America (“U.S. GAAP”). The accounting 
requirements of the FERC and the FPSC applied by us in these financial statements are generally consistent with U.S. 
GAAP, except for:  

• lack of reclassification of certain negative balances on the balance sheets; 
• the presentation of deferred income tax assets and liabilities separately rather than as a single amount; 
• the presentation of cost of removal as a component of accumulated depreciation rather than as a regulatory 

liability; 
• lack of detail property, plant and equipment component costs disclosure; 
• lack of detail regulatory assets and liability disclosure; 
• the omission of the statements of cash flows for prior year for a comparative presentation;  
• the omission of the statement of retained earnings for prior year for a comparative presentation;  
• the accounting treatment of the acquisition adjustment and regulatory asset associated with the merger-related 

costs and the presentation of the acquisition adjustment; 
• the presentation of pass-through revenue taxes, such as gross receipts taxes, franchise taxes and sales taxes, as 

revenues and operating expenses rather than on a net basis;  
• the presentation of the components of net benefit costs in operating expenses, whereas for U.S. GAAP, only the 

service cost component is presented in operating expenses; and 
• the presentation of operating leases’ right-of-use asset and lease liability in the FERC balance sheet accounts 

for capital lease assets and liabilities. 

We have assessed and reported on subsequent events through April 28, 2026, the date these financial statements are 
available to be issued. If and where necessary to improve comparability, prior period amounts have been reclassified to 
conform to current period presentation. 
 

2. Summary of Significant Accounting Policies 

Use of Estimates 
Our financial statements are prepared based on the accounting requirements of the FPSC and the FERC, which require 
management to make estimates in measuring assets and liabilities and related revenues and expenses. These estimates 
involve judgments with respect to, among other things, various future economic factors that are difficult to predict and 
are beyond our control; therefore, actual results could differ from those estimates. As additional information becomes 
available, or actual amounts are determined, recorded estimates are revised. Consequently, operating results can be 
affected by revisions to prior accounting estimates. 
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Utility Plant 
Utility plant is stated at original cost less accumulated depreciation or fair value, if impaired. Costs include direct labor, 
materials and third-party construction contractor costs, allowance for funds used during construction (“AFUDC”), and 
certain indirect costs related to equipment and employees engaged in construction. The costs of repairs and minor 
replacements are charged to expense as incurred, and the costs of major renewals and improvements are capitalized. Upon 
retirement or disposition of utility plant, the gain or loss, net of salvage value, is charged to accumulated depreciation or 
deferred as a regulatory asset or liability as required by the FPSC.               
 
Customer contributions or advances in aid of construction reduce utility plant, unless the amounts are refundable to 
customers.  Contributions or advances may be refundable to customers after a number of years based on the amount of 
revenues generated from the customers or the duration of the service provided to the customers. Refundable contributions 
or advances are recorded initially as liabilities. Non-refundable contributions reduce utility plant at the time of such 
determination. As of December 31, 2025 and 2024, there were $4.4 million and $3.1 million, respectively, of non-refunded 
contributions or advances reducing utility plant. 
  
AFUDC represents the estimated cost of funds, from both debt and equity sources, used to finance the construction of 
major projects. AFUDC is capitalized in rate base for rate making purposes when the completed projects are placed in 
service. AFUDC amounts capitalized on utility plant were not material for the years ended December 31, 2025 and 2024. 
 
Impairment of Long-lived Assets 
We periodically evaluate whether events or circumstances have occurred, which indicate that other long-lived assets may 
not be fully recoverable. The determination of whether an impairment has occurred is based on an estimate of 
undiscounted future cash flows attributable to the asset, compared to the carrying value of the asset. When such events or 
circumstances are present, we record an impairment loss equal to the excess of the asset's carrying value over its fair 
value, if any. 
 
Depreciation  
We compute depreciation expense by applying composite, annual rates as approved by the FPSC.  Depreciation and 
amortization expenses are provided at an annual rate averaging 2.3 percent and 2.2 percent in both 2025 and 2024, 
respectively. 
In accordance with the accounting requirements of the FERC, we include the accretion of the cost of removal for future 
retirements of utility assets as depreciation expense. For the years ended December 31, 2025 and 2024, $2.7 million and 
$2.5 million, respectively, of such accretion was included in depreciation expense. We also report certain depreciation 
expenses, mainly related to vehicle, computer software and hardware, as operation expenses rather than depreciation and 
amortization expense to comply with the requirements of the FERC. For both years ended December 31, 2025 and 2024, 
depreciation reported in operation expenses was not material. 
 
Regulated Operations 
 
We account for our operations in accordance with Financial Accounting Standards Board (“FASB”) Accounting Standards 
Codification (“ASC”) Topic 980, Regulated Operations, which includes accounting principles for companies whose rates 
are determined by independent third-party regulators. When setting rates, regulators often make decisions, the economics 
of which require companies to defer costs or revenues in different periods than may be appropriate for unregulated 
enterprises. When this situation occurs, a regulated company defers the associated costs as regulatory assets on the balance 
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sheet and records them as expense on the income statement as it collects revenues. Further, regulators can also impose 
liabilities upon a regulated company for amounts previously collected from customers and for recovery of costs that are 
expected to be incurred in the future as regulatory liabilities. If we were required to terminate the application of these 
regulatory provisions to our regulated operations, all such deferred amounts would be recognized in the income statement 
at that time, which could have a material impact on our financial position, results of operations and cash flows. 
 
We monitor our regulatory and competitive environment to determine whether the recovery of our regulatory assets 
continues to be probable.  If we were to determine that recovery of these assets is no longer probable, we would write off 
the assets against earnings. We believe that provisions of ASC Topic 980 continue to apply to our operations and that the 
recovery of our regulatory assets is probable.  
 
Revenue Recognition  
Our operating revenues are based on rates approved by the FPSC. We read meters and bill customers on monthly cycles 
that do not coincide with the accounting periods used for financial reporting purposes. We accrue unbilled revenues for 
the charges associated with natural gas delivered, but not yet billed, at the end of an accounting period to the extent that 
they do not coincide. 
 
We have a fuel cost recovery mechanism. This mechanism provides a method of adjusting the billing rates to reflect 
changes in the cost of purchased fuel. The difference between the current cost of fuel and the cost of fuel recovered in 
billed rates is deferred and accounted for as either unrecovered purchased fuel costs or amounts payable to customers. 
Generally, these deferred amounts are recovered or refunded within one year. 
 
For agreements that contain variable consideration, we use the invoice practical expedient method. We determined that 
the amounts invoiced to customers correspond directly with the value to our customers and our performance to date.  
 
Operation and Maintenance Expenses 
Major cost components of operations and maintenance expense include operation and maintenance salaries and benefits, 
materials and supplies, usage of vehicles, tools and equipment, payments to contractors, utility plant maintenance, 
customer service, professional fees and other outside services, insurance expense, minor amounts of depreciation, 
accretion of cost of removal for future retirement of utility assets, and other administrative expenses. 
 
Cash and Cash Equivalents 
We consider all highly liquid investments with an original maturity of three months or less when purchased to be cash 
equivalents. Excess cash generated by our receipts may be transferred to and invested in Chesapeake Utilities’ overnight 
income-producing accounts. We are allocated the portion of interest income generated from those accounts, which reduced 
interest expense in the accompanying statements of income. 
 
Accounts Receivable and Allowance for Expected Credit Losses 
Accounts receivable consist primarily of amounts due for sales of natural gas. An allowance for expected credit losses is 
recorded against amounts due to reduce the receivables balance to the amount we reasonably expect to collect based upon 
our collections experiences and management’s assessment of our customers’ inability or reluctance to pay.  
 
When determining estimated credit losses, we analyzed the balance of our trade receivables of our business. As a regulated 
energy business, we have the ability to recover our costs through the rate making process, which can include consideration 
for amounts historically written off. Therefore, we possess a mechanism to recover credit losses which we believe reduces 
our exposure to credit risk.  
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Our estimate of expected credit losses reflects our anticipated losses associated with our trade receivables as a result of 
non-payment from our customers beginning the day the trade receivable is established. As our trade receivables age 
outside of their expected due date, our estimate increases. Our allowance for credit losses relative to the balance of our 
trade receivables has historically not been material as a result of on time payment activity from our customers. 
 
 
The following table provides the changes in the balance of our allowance for credit losses for the year ended December 31, 
2025: 

(in thousands)  
Balance at December 31, 2024  $ 856  
Additions  
Provision for credit losses  733  
Recoveries  (5) 
Deductions:  
Write offs  —  
Balance at December 31, 2025 $ 1,584  

 

 

Inventories 

We use the average cost method to value materials and supplies inventory.  If market prices drop below our carrying value, 
inventory balances that are subject to price risk are adjusted to net realizable values.  
 

Pension and Other Postretirement Plans 

Our eligible employees participate in FPU’s pension and other postretirement plans. FPU allocates our share of its pension 
and other postretirement plan costs based on a portion of the benefits related to providing our service.  FPU’s pension and 
other postretirement plan costs and liabilities are determined on an actuarial basis and are affected by numerous 
assumptions and estimates including the fair value of plan assets, estimates of the expected returns on plan assets, assumed 
discount rates, the level of contributions made to the plans, and current demographic and actuarial mortality data. FPU’s 
management annually reviews the estimates and assumptions underlying our pension and other postretirement plan costs 
and liabilities with the assistance of third-party actuarial firms. 
 

The assumed discount rates and the expected returns on plan assets are the assumptions that generally have the most 
significant impact on FPU’s pension costs and liabilities. The assumed discount rates, the assumed health care cost trend 
rates and the assumed rates of retirement generally have the most significant impact on FPU’s postretirement plan costs 
and liabilities. A change in the discount rate or rate of return would not have a material impact on FPU’s benefit expense 
and the corresponding liabilities.  
 

Income Taxes 

Deferred tax assets and liabilities are recorded for the income tax effect of temporary differences between the financial 
statement bases and tax bases of assets and liabilities and are measured using the enacted income tax rates in effect in the 
years in which the differences are expected to reverse. The portions of our deferred tax liabilities, which have not been 
reflected in current service rates, represent income taxes recoverable through future rates.  Deferred tax assets are recorded 
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when it is more likely than not not that such income tax benefits will be realized. Valuation allowances may be recorded 
if it is determined that some deferred tax assets will not be realized.  
 

We account for uncertainty in income taxes in the financial statements only if it is more likely than not that an uncertain 
tax position is sustainable based on technical merits. Recognizable tax positions are then measured to determine the 
amount of benefit recognized in the financial statements. We recognize penalties and interest related to unrecognized tax 
benefits as a component of other income. 
 

Financial Instruments 

We have entered into agreements with suppliers to purchase natural gas for resale to our customers. Purchases under these 
contracts either do not meet the definition of derivatives or are considered “normal purchases” and are accounted for on 
an accrual basis. 
 

Financial assets and liabilities with carrying values approximating fair value include accounts receivable, accounts 
payable and other accrued liabilities. 
 

Recently Adopted Accounting Standards 

 

Income Taxes (ASC 740) - In December 2023, the FASB issued ASU 2023-09, Improvements to Income Tax Disclosures, 
which modifies required income tax disclosures primarily related to an entity's rate reconciliation and information 
pertaining to income taxes paid. These enhancements address requests from investors related to transparency and 
usefulness of income tax disclosures. ASU 2023-09 became effective for our annual financial statements beginning 
January 1, 2025. ASU 2023-09 only impacts disclosures, and as a result, did not have an impact on our financial position 
or results of operations.  
 

Recent Accounting Standards Yet to be Adopted  
 

FASB 

Income Statement Expense Disaggregation (ASC 220) - In November 2024, the FASB issued ASU 2024-03, 
Disaggregation of Income Statement Expenses, which requires disclosure in the notes to financial statements of specified 
information about certain costs and expenses. ASU 2024-03 will be effective for our annual financial statements beginning 
January 1, 2027 and our interim financial statements beginning January 1, 2028. ASU 2024-04 only impacts disclosures, 
and as a result, will not have an impact on our financial position or results of operations. 
 

Internal-Use Software (ASC 350) - In September 2025, the FASB issued ASU 2025-06, Targeted Improvements to the 
Accounting for Internal-Use Software. This update, among other changes, eliminates the project stages used in the 
historical guidance and instead, focuses on a principles-based approach that utilizes management's commitment to the 
project and the probability of project completion. ASU 2025-06 will be effective for our interim and annual financial 
statements beginning January 1, 2028. We do not expect ASU 2025-06 to have a material impact on our financial position 
or results of operation. 
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Federal Statute Updates 

In July 2025, H.R. 1 (referred to as the "One Big Beautiful Bill Act") was signed into law. The comprehensive legislative 
package contains, among other topics, significant tax law changes and regulatory compliance updates, with various 
effective dates, including provisions related to limitations of interest expense deductions and the reinstatement of bonus 
depreciation for non-regulated qualified property. These provisions of the One Big Beautiful Bill Act had a positive impact 
on our income tax provision beginning in the third quarter of 2025, and we continue to evaluate the anticipated impacts 
to our financial position, results of operations, and/or cash flows on a go-forward basis.    

3. Transactions with Affiliates 
Financing Arrangements 
We utilize Chesapeake Utilities’ short-term borrowing facility and long-term debt to satisfy our financing needs. In 
addition, our excess cash is transferred to Chesapeake Utilities to be invested in overnight income-producing accounts. 
For the years ended December 31, 2025 and 2024, Chesapeake Utilities allocated to us $12.3 million and $11.0 million, 
respectively, in interest expense, which represents a portion of interest from Chesapeake Utilities’ short-term and long-
term debt, net of a portion of interest income from the overnight income-producing accounts.  
 
Allocated Costs from Affiliates 
Chesapeake Utilities provides us with administrative and support services. These services include certain managerial, 
accounting, information technology, payroll, human resources and treasury services. For the years ended December 31, 
2025 and 2024, Chesapeake Utilities charged us $15.8 million and $17.7 million, respectively, for these services.  
Chesapeake Utilities also provides us with shared services which include safety and customer care services. For the years 
ended December 31, 2025 and 2024, Chesapeake Utilities charged us $5.6 million and $6.3 million, respectively, for these 
services. 
 
Advances from Affiliates 
As of December 31, 2025 and 2024, we had net advances payable to Chesapeake Utilities and its subsidiaries in the 
amount of $306.4 million and $259.9 million, respectively. These amounts are reflected as accounts payable to associated 
companies in the accompanying financial statements. 
 
Firm Transportation Service and Natural Gas Purchase/Sale 
Peninsula Pipeline Company, Inc., a wholly-owned subsidiary of Chesapeake Utilities, provided us with firm 
transportation service in conjunction with our service in Florida. For the years ended December 31, 2025 and 2024, we 
incurred $40.0 million and $27.6 million, respectively, in cost associated with this transportation service, which was 
included in the cost of fuel and our fuel cost recovery mechanism. 
Marlin Gas Services, LLC, a wholly-owned subsidiary of Chesapeake Utilities, provided us natural gas transportation 
service in conjunction with our service in Florida. For the years ended December 31, 2025 and 2024, we incurred 
$3.6 million and $2.8 million, respectively, in cost associated with this transportation service, which was included in the 
cost of fuel and our fuel cost recovery mechanism.  
Florida City Gas  (“FCG”), a subsidiary of Chesapeake Utilities, provided us natural gas services in conjunction with our 
service in Florida.  For the years ended December 31, 2025 and 2024 the costs associated with this service were not 
material and were included in the cost of fuel and our fuel cost recovery mechanism. 

Eight Flags Energy, LLC (“Eight Flags”), a subsidiary of Chesapeake Utilities' OnSight Services, LLC, generates 
electricity and steam at its Combined Heat and Power (“CHP”) plant located on Amelia Island, Florida. The Eight Flags’ 
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CHP plant is powered by natural gas transported in our distribution system. Revenue associated with transportation service 
provided to Eight Flags to power its CHP plant was not material for the years ended December 31, 2025 and 2024.   
 

4. Income Taxes 

FPU is included in the Chesapeake Utilities consolidated federal income tax return, along with all of Chesapeake Utilities’ 
other subsidiaries. As of December 31, 2025, the 2015 through 2019 federal income tax returns are no longer under 
examination. FPU files a separate state income tax return in the state of Florida. Income taxes in the accompanying 
statements of income have been allocated to the Company as if it were a separate taxpayer. State income tax returns for 
FPU for tax years after 2022 are subject to examination.  
 
See Note 2, Summary of Significant Accounting Policies, for more information on tax law updates. 
 
FPU had no state net operating loss (“NOL”) in Florida as of December 31, 2025 and December 31, 2024.  
 
The following table provides the components of income tax expense in 2025 and 2024: 
 
For the Year Ended December 31, 2025  2024 
(in thousands)    
Federal    

Current $ 8,713   $ (553) 
Deferred  314    7,245  

Total Federal  9,027    6,692  
    
State    

Current  2,457    (271) 
Deferred  111    2,119  

Total State  2,568    1,848  
    
Total Income Tax Expense $ 11,595   $ 8,540  

 

The following table reconciles the U.S. federal statutory rate of 21 percent to the Company's effective rate for the year 
ended December 31, 2025, and as previously disclosed for the year ended December 31, 2024 in accordance with the 
guidance in ASU No. 2023-09. 
 

For the Year Ended December 31, 2025  2024 
(in thousands)        
Income before income taxes $ 44,806     $ 34,938    
Effects of changes in tax laws or rates enacted in the 
current period  —    — %   —    — % 
Federal income tax expense, 21%  9,409    21.0 %   7,337    21.0 % 
State income taxes (net of federal benefit)  2,029    4.5 %   1,848    5.3 % 
Other  157    0.4 %   (645)   (1.9) % 
Total Income Tax Expense $ 11,595    25.9 %  $ 8,540    24.4 % 
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Deferred tax expense results primarily from the use of accelerated depreciation for tax purposes and deferred fuel costs. 
Total income tax expense results primarily from applying the federal income tax statutory rate to book income before tax. 

 
The following table provides the components of accumulated deferred income tax assets and liabilities at December 31, 
2025 and 2024: 
 
At December 31, 2025 2024 
(in thousands)    
Deferred Income Taxes    

Deferred income tax liabilities:    
Property, plant and equipment $ 59,716   $ 59,534  
Acquisition adjustment  5,908    6,335  
Purchased gas  2,212    —  
Other  1,288    1,437  

Total deferred income tax liabilities  69,124    67,306  
Deferred income tax assets:    

Amortization - Customer-based intangibles  3,261    3,000  
Acquisition adjustment - Tax Reform  1,047    1,122  
Environmental costs  1,150    975  
Other  1,810    921  

Total deferred income tax assets  7,268    6,018  
Deferred Income Taxes Per Balance Sheets $ 61,856   $ 61,288  

 

Cash payment of state income taxes, net of refunds, were as follows: 

 

For the Year Ended December 31, 2025  2024 
(in thousands)    
Cash payments of federal income taxes, net $ —   $ —  
Cash payments of state and local income taxes, net:    

Disaggregated state and local jurisdictions:    
Florida  729    13  

Total cash payments of state income taxes, net of refunds $ 729   $ 13  
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5. Leases  

FPU has entered into lease arrangements for office space, land and warehouses. We utilize these lease arrangements to 
enable us to better conduct business operations in our service territory, provide adequate workspace for all our employees 
and to store equipment and materials used in repairs and maintenance for our businesses.  
Upon adoption of ASC 842: Leases, and with the permission from the FERC as provided in Docket No. AI19-1-000, Right 
of Use (“ROU”) assets and liabilities in connection with operating leases were recorded in the FERC balance sheet 
accounts that have already been established for capital lease assets and liabilities (Accounts 101.1, 227 and 243).  Amounts 
recorded for the lease assets and the related obligations are reduced by equal and offsetting amount over the lease term.  
There is no change in the recording of expenses related to lease arrangements which will continue to be recorded in 
accordance with the FERC’s regulations and only amounts paid under a lease agreement will be recorded in the income 
statement. 
As of and for the years ended December 31, 2025 and 2024, amounts related to our lease assets and lease liabilities, and 
the related expenses attributable to such leases, were not material. 
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6. Employee Benefit Plans 

Eligible FPU employees participate in various benefit plans sponsored by FPU and Chesapeake Utilities. FPU continues 
to sponsor and maintain a separate defined benefit pension plan which is frozen with respect to new entrants and years of 
service (the “FPU Pension Plan”) and a separate unfunded postretirement medical plan (the “FPU Medical Plan”) for 
eligible FPU employees. 
 
We are allocated a portion of the benefit costs associated with these plans based on the cost of providing services to us. 
We recorded benefit costs of $0.6 million and $0.8 million for the years ended December 31, 2025 and 2024, respectively, 
related to these plans. 
 
FPU measures the assets and obligations of its defined benefit pension plan and other postretirement benefit plans to 
determine the plans’ funded status as of the end of the year. The related assets and/or liabilities of the plans are maintained 
on FPU’s balance sheet, and a proportionate share is allocated to its natural gas and electric distribution businesses. At 
December 31, 2025 and 2024 we were allocated $6.1 million and $1.8 million, respectively, of FPU’s pension and 
postretirement plan asset which is reflected in our consolidated balance sheet. 
 
The following information related to the FPU Pension Plan, and related plan assets, reflects the total obligations, expenses, 
and expected benefit payments for this plan. As described above, the amounts allocated to FPU’s natural gas and electric 
distribution businesses are based on the cost of providing services, the number of plan participants, and other actuarial 
assumptions which impact the plans’ obligations and ongoing costs.   
 
Defined Benefit Pension Plan  
The following tables set forth the funded status at December 31, 2025 and 2024 and the net periodic benefit for the 
years ended December 31, 2025 and 2024 for the FPU Pension Plan: 
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  2025  2024 
(in thousands)     
Change in benefit obligation:     

Benefit obligation — beginning of year  $ 45,500   $ 49,657  
Interest cost   2,381    2,409  
Actuarial loss   562    (1,973)  
Benefits paid   (3,459)    (4,593)  

Benefit obligation — end of year  $ 44,984   $ 45,500  
Change in plan assets:     

Fair value of plan assets — beginning of year  $ 49,111   $ 49,432  
Actual return on plan assets   4,359    4,272  
Employer contributions   —    —  
Benefits paid   (3,459)    (4,593)  

Fair value of plan assets — end of year  $ 50,011   $ 49,111  
     
Accrued pension funded status  $ 5,027   $ 3,611  
Assumptions: 

Discount rate   5.25 %   5.50 % 
Expected return on plan assets   5.50 %   6.00 % 

 

  For the Year Ended December 31, 
  2025  2024 
(in thousands)     
Components of net periodic pension benefit:     

Interest cost  $ 2,382   $ 2,409  
Expected return on assets   (2,603)    (2,860)  
Amortization of actuarial loss   90    287  

Total periodic benefit  $ (131)   $ (164)  
Assumptions: 

Discount rate   5.50 %   5.00 % 
Expected return on plan assets   5.50 %   6.00 % 

 

FPU’s funding policy provides that payments to the trustee shall be equal to at least the minimum funding requirements 
of the Employee Retirement Income Security Act of 1974. 

 

The following schedule summarizes the assets of the FPU Pension Plan, by investment type, at December 31, 2025 and 
2024: 
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  At December 31, 
Asset Category  2025  2024 

Equity securities   15 %   31 % 
Debt securities   84 %   67 % 
Other   1 %   2 % 

Total   100 %   100 % 
 

The investment policy of the FPU Pension Plan was traditionally designed to provide the capital assets necessary to meet 
the financial obligations of the plan. As of December 31, 2025, the plan was overfunded at approximately 110 percent. 
As the Company evaluates options for a termination of the FPU Pension Plan and related settlement of the plan's 
obligations, the investment strategy was adjusted in January 2026 to emphasize capital preservation and liability matching. 
The portfolio has been transitioned toward a liability-driven approach with increased allocation to long-term, high-quality 
fixed income securities and cash equivalents, and the elimination of equities (as detailed below). The following target 
allocation of asset classes, which was approved and implemented in January 2026, is intended to minimize funded status 
volatility and to align the plan's assets with anticipated annuity purchase requirements and termination related liquidity 
needs.  

Asset Allocation Strategy 
Asset Class Target  Range (+/-) 
Fixed Income (Inflation Bond and Taxable Fixed Income Funds)  90 %   5 % 
Cash  10 %   5 % 
 
 
 
 
 
 
 
At December 31, 2025 and 2024, the assets of the FPU Pension Plan (prior to the previously mentioned change in asset 
allocation strategy) were comprised of the following investments: 



Florida Public Utilities Company   For the Year Ended 
Natural Gas Division   December 31, 2025 

NOTES TO FINANCIAL STATEMENTS 
 

  

 
11.13 

 For Year Ended December 31, 
Asset Category 2025  2024 
(in thousands) 
Mutual Funds - Equity securities    

U.S. Large Cap (1) $ 5,063   $ 10,611  
U.S. Mid Cap (1)  1,284    3,200  
U.S. Small Cap (1)  —    —  
International (2)  1,325    1,300  

  7,672    15,111  
Mutual Funds - Debt securities    

Fixed income (3)  41,954    32,800  
  41,954    32,800  
Mutual Funds - Other    

Guaranteed deposit (4)  376    1,200  
  376    1,200  
Total Pension Plan Assets at fair value (5) $ 50,002   $ 49,111  

  

(1) Includes funds that invest primarily in United States common stocks. 
(2) Includes funds that invest primarily in foreign equities and emerging markets equities. 
(3) Includes funds that invest in investment grade and fixed income securities. 
(4) Includes investment in a group annuity product issued by an insurance company. 
(5) All investments in the FPU Pension Plan are classified as Level 1 within the Fair Value hierarchy exclusive of the Guaranteed Deposit Account 

which is classified as Level 3. 
 

At December 31, 2025 and 2024, all of the investments were classified under the fair value measurement hierarchy (Level 
1 through Level 3) defined under U.S. GAAP. Level 1 investments are recorded at fair value based on unadjusted quoted 
prices in active markets for identical investments. The Level 3 investments are recorded at fair value based on the contract 
value of annuity products underlining guaranteed deposit accounts, which was calculated using discounted cash flow 
models. The contract value of these products represented deposits made to the contract, plus earnings at guaranteed 
crediting rates, less withdrawals and fees. Certain investments that were measured at net asset value per share have not 
been classified in the fair value hierarchy and are presented in the table above to reconcile to total pension plan assets. 
 
The changes in the fair value of Level 3 investments for the FPU Pension Plan for the years ended  December 31, 2025 
and 2024 were not material. 
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Other Postretirement Benefits Plan 
The funded status for the FPU Medical Plan reflected liabilities of $0.2 million and $0.3 million at December 31, 2025 
and 2024, respectively. 
 
Net periodic postretirement benefit costs for the FPU Medical Plan were not material for the years ended December 31, 
2025 and 2024. 
 
The following table presents the amounts not yet reflected in net periodic benefit cost and included in accumulated other 
comprehensive income/loss or as a regulatory asset as of December 31, 2025: 
 
  FPU Pension Plan  FPU Medical Plan  Total 
(in thousands) 
Net loss  $ 5,837   $ 499   $ 6,336  
Accumulated other comprehensive loss pre-tax (1)   1,109    95    1,204  
Post-merger regulatory asset   4,728    404    5,132  
Total unrecognized cost  $ 5,837   $ 499   $ 6,336  

(1) The total amount of accumulated other comprehensive loss recorded in FPU’s balance sheet as of December 31, 2025 is net of income tax benefits 
of $0.3 million. 

 

Assumptions 

The assumptions used for the discount rate to calculate the benefit obligations of the FPU plans were based on the interest 
rates of high-quality bonds in 2025, reflecting the expected lives of the plans. In determining the average expected return 
on plan assets for the FPU Pension Plan, various factors, such as historical long-term return experience, investment policy 
and current and expected allocation, were considered.  
 

The health care inflation rate for 2025 used to calculate the benefit obligation was 5.0 percent for the FPU Medical Plan.  
 

Estimated Future Benefit Payments 

In 2026, FPU does not anticipate contributing to the FPU Pension Plan and expects to contribute less than $0.1 million to 
the FPU Medical Plan, respectively. The schedule below illustrates the estimated future benefit payments for the FPU 
Pension Plan. Estimated future benefit payments for the FPU Medical plan are projected not to be material. A termination 
of the plan and related settlement of its obligations would accelerate the timing of payments estimated below. 
 

 FPU Pension Plan (1) 
(in thousands) 
2026 $ 3,634  
2027 $ 3,638  
2028 $ 3,661  
2029 $ 3,630  
2030 $ 3,608  
Years 2031 through 2035 $ 17,187  
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(1) The pension plan is funded; therefore, benefit payments are expected to be paid out of the plan assets. 
 

 

Retirement Savings Plan 

Chesapeake Utilities’ 401(k) Retirement Savings Plan is offered to all eligible employees who have completed three 
months of service. Chesapeake Utilities matches 100 percent of eligible participants’ pre-tax contributions to the 
Chesapeake Utilities Retirement Savings Plan up to a maximum of six percent of the eligible compensation. The employer 
matching contribution is made in cash and is invested based on a participant’s investment directions. In addition, 
Chesapeake Utilities may make a discretionary supplemental contribution to participants in the plan, without regard to 
whether or not they make pre-tax contributions. Any supplemental employer contribution is generally made in Chesapeake 
Utilities common stock. With respect to the employer match and supplemental employer contribution, employees are 100 
percent vested after two years of service or upon reaching 55 years of age while still employed by Chesapeake Utilities. 
New employees, who do not make an election to contribute or do not opt out of the Chesapeake Utilities Retirement 
Savings Plan, will be automatically enrolled at a deferral rate of three percent, and the automatic deferral rate will increase 
by one percent per year up to a maximum of ten percent. All contributions and matched funds can be invested among the 
mutual funds available for investment.  
 

  

 

7. Share-Based Compensation 

Chesapeake Utilities executives have been granted share-based awards through Chesapeake Utilities' Stock Incentive 
Compensation Plan ("SICP"). The share-based awards are recorded as compensation costs over the respective service 
period for which services are received in exchange for an award of equity or equity-based compensation. The 
compensation cost is based primarily on the fair value of the shares awarded, using the estimated fair value of each share 
on the date it was granted and the number of shares to be issued at the end of the service period. 
 
These awards are based on multi-year performance plans, which are earned based upon the successful achievement of 
long-term goals, growth and financial results, which comprised both market-based and performance-based conditions or 
targets. The fair value of each share of stock tied to a performance-based condition or target is equal to the market price 
of Chesapeake Utilities common stock on the date of the grant. For the market-based conditions, a Monte Carlo valuation 
is used to estimate the fair value of each share of market-based award granted. For the years ended December 31, 2025 
and 2024, we were allocated $1.9 million and $2.4 million, respectively, in total compensation expense for the awards 
granted under the SICP.  
 

8. Rates and Other Regulatory Activities 

GUARD: In February 2023, FPU filed a petition with the Florida PSC for approval of the GUARD program. GUARD is 
a ten-year program to enhance the safety, reliability, and accessibility of portions of our natural gas distribution system. 
We identified various categories of projects to be included in GUARD, which include the relocation of mains and service 
lines located in rear easements and other difficult to access areas to the front of the street, the replacement of problematic 
distribution mains, service lines, and maintenance and repair equipment and system reliability projects. In August 2023, 
the Florida PSC approved the GUARD program, which included $205.0 million of capital expenditures projected to be 
spent over a 10-year period. 

Wildlight Expansion: In August 2022, Peninsula Pipeline and FPU filed a joint petition with the Florida PSC for approval 
of its Transportation Service Agreement associated with the Wildlight planned community located in Nassau County, 
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Florida. The petition was approved by the Florida PSC in November 2022. The project enables us to meet the significant 
growing demand for service in Yulee, Florida, and to construct the project during the build-out of the community and 
charge the reservation rate as each phase of the project goes into service. Construction of the pipeline facilities will occur 
in two separate phases. Phase one consists of three extensions with associated facilities, and a gas injection interconnect 
with associated facilities. Phase two will consist of two additional pipeline extensions. The various phases of the project 
commenced in the first quarter of 2023, and construction was completed in 2025.  

Florida Mandatory Relocates: In October 2025, FPU and FCG filed a joint petition for approval to establish a recovery 
surcharge for actual, estimated and projected relocation costs pursuant to the Florida Administrative Code which enables 
companies to recover the costs associated with relocating or reconstructing facilities that have been required by 
governmental entities. The projected revenue requirement for 2026 is $0.5 million for FPU. The Florida PSC approved 
the petition in February 2026, with the surcharge effective in March 2026. 
 
Effect of the TCJA on customers: In February 2018, the FPSC opened dockets to consider the impacts associated with the 
TCJA.  In May 2018, we filed petitions and supporting testimony regarding the disposition of the related impacts of the 
TCJA. Hearings on this matter took place in November 2018, The FPSC approved Staff’s recommendations on February 
5, 2019. Final orders were issued on February 25, 2019. 
 
The order stated that the excess net accumulated deferred income tax liability would be amortized and retained by the 
company pursuant to the prescribed schedule. As of December 31, 2025 and 2024, the excess deferred tax liability balance 
was $25.8 million and $26.3 million, respectively. Tax savings associated with the recovery of the Gas Reliability 
Infrastructure Program (“GRIP”) for 2019 will be refunded through the annual GRIP cost recovery mechanism. Future 
customer GRIP surcharges will be adjusted to reflect tax savings associated with TCJA.  The Florida PSC allowed us to 
recover through a surcharge, capital and other program-related-costs, inclusive of an appropriate return on investment, 
associated with accelerating the replacement of qualifying gas distribution mains and services (defined as any material 
other than coated steel or plastic) in FPU’s natural gas distribution operations, Fort Meade division and CFG. We are 
allowed to recover the asset or are required to pay the liability in rates related to GRIP.  
 

9. Environmental Commitments and Contingencies 

We are subject to federal, state and local laws and regulations governing environmental quality and pollution control. 
These laws and regulations require us to remove or remediate at current and former operating sites the effect on the 
environment of the disposal or release of specified substances. 
 
We have participated in the investigation, assessment or remediation, and have exposures at four former manufactured 
gas plant ("MGP") sites. Those sites are located in West Palm Beach, Sanford, Key West and Pensacola, Florida.  
 
As of December 31, 2025 and 2024, we had approximately $3.1 million and $3.2 million, respectively, in environmental 
liabilities related to all of the MGP sites, representing our estimate of the future costs associated with those sites. These 
amounts are reflected in environmental liabilities in the accompanying balance sheets. We had no regulatory assets for 
future recovery of environmental costs from our customers as of December 31, 2025 and 2024.    
 
Environmental liabilities for our MGP sites are recorded on an undiscounted basis based on the estimate of future costs 
provided by independent consultants. We continue to expect that all costs related to environmental remediation and related 
activities, including any potential future remediation costs for which we do not currently have approval for regulatory 
recovery, will be recoverable from surcharge to customers. 
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Remediation is ongoing for the MGP's in Winter Haven and Key West in Florida and the remaining clean-up costs are 
estimated to be between $0.1 million to $0.3 million for these two sites. The Environmental Protection Agency has 
approved a site-wide “ready for anticipated use” status for the Sanford, Florida MGP site, which is the final step before 
delisting a site. The remaining remediation expenses for the Sanford MGP site are not material. 
 
The remedial actions approved by the Florida Department of Environmental Protection have been implemented on the 
east and west Parcels of our West Palm Beach, Florida. These properties were sold to another party in December 2025, 
and no additional costs associated with remediation of this site are anticipated.  
 

10. Other Commitments and Contingencies  

We are involved in certain other legal actions and claims arising in the normal course of business. We are also involved 
in certain legal proceedings and administrative proceedings before various governmental agencies concerning rates. In 
the opinion of management, the ultimate disposition of these proceedings will not have a material effect on our financial 
position, results of operations or cash flows.  
 
We have entered into contractual commitments to purchase natural gas from various suppliers. The contracts have various 
expiration dates. The total purchase obligations for natural gas are as follows: 
 

(in thousands) 2026  2027-2028  2029-2030  
Beyond 

2030  Total 
Purchase Obligations $ 17,625   $ 34,649   $ 31,549   $ 79,219   $ 163,042  

 

 

11. Revenue from Contracts with Customers 

Customer Revenue 
We recognize revenue when our performance obligations under contracts with customers have been satisfied, which 
generally occurs when we have delivered natural gas to customers. We bill customers for both the delivery of natural gas 
and the related commodity, as our customers are also required to purchase the commodity from us. We consider the 
delivery of natural gas and the related commodity sale as one performance obligation because the commodity and its 
delivery are highly interrelated with two-way dependency on one another. Our performance obligation is satisfied over 
time as natural gas is delivered and consumed by the customer. We recognize revenues based on monthly meter readings, 
which are based on the quantity of natural gas used and rates approved by the FPSC. We accrue unbilled revenues for 
natural gas that have been delivered, but not yet billed, at the end of an accounting period, to the extent that billing and 
delivery do not coincide. We exclude sales taxes and other similar taxes from the transaction price. Typically, our 
customers pay for the goods and/or services we provide in the month following the satisfaction of our performance 
obligation. We report revenue taxes, such as gross receipts taxes, franchise taxes, and sales taxes, on a net basis. 
 
Contract Balances 
The timing of revenue recognition, customer billings and cash collections results in trade receivables, unbilled receivables 
(contract assets), and customer advances (contract liabilities) in our balance sheets. As of December 31, 2025 and 2024, 
the balance of our trade receivables, net of our allowance for expected credit losses, was $18.7 million and $15.2 million, 
respectively.  As of December 31, 2025 and 2024, there were no material contract assets or liabilities recorded on the 
balance sheet. 
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Remaining performance obligations 
We have long-term fixed fee contracts with customers in which revenues are recognized as performance obligations are 
satisfied over the contract term. Revenue for the remaining performance obligations at December 31, 2025 are expected 
to be recognized as follows: 

2026 2027 2028 2029 2030 2031 and thereafter 
(in thousands)

Natural gas distribution operations $ 6,425  $ 6,418  $ 6,418  $ 6,418  $ 6,418  $ 20,466






















































































