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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

Docket No. 20240099-EI: Petition for rate increase by Florida Public Utilities Company

DIRECT TESTIMONY AND EXHIBITS OF NOAH RUSSELL
Filed: August 22, 2024

Please state your name, occupation and business address.

My name is Noah T. Russell. My business address is 100 Commerce Drive, Suite
200, Newark, DE 19713.

By whom are you employed and in what capacity?

I am employed by Chesapeake Ultilities Corporation as the Assistant Vice President
and Assistant Treasurer. I was also appointed by the Board of Directors in 2023 to
serve as a member of the Corporation’s Employee Benefits Committee.

Please describe your educational background and professional experience.

In 2002, I received a Bachelor of Science in Accounting from University of
Delaware in Newark, Delaware and am a licensed Certified Public Accountant in
Pennsylvania. I have been in my current position as Assistant Vice President and
Assistant Treasurer of Chesapeake Utilities Corporation since September 2021.
Prior to joining Chesapeake Utilities Corporation, I held the role of Assistant
Treasurer at Sunoco Logistics Partners LP, which was a subsidiary of Energy
Transfer. Sunoco Logistics Partners LP owned and operated midstream assets that
served to transport crude oil, refined products and natural gas liquids and had certain
assets that were regulated by the FERC and the respective state public service
commission where the assets were located. In my role at Sunoco Logistics, I

managed a six-person team responsible for long-range planning, cash management
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and governmental reporting. Under my leadership, we consummated over $7 billion
of capital market transactions to fund a significant growth capital program. With my
support and guidance, the governmental reporting team prepared and filed all FERC
Form 6 and 6Q’s for Sunoco Logistics.

Please describe your current responsibilities.

In my role I am responsible, under the leadership and guidance of Chesapeake
Utilities Corporation’s Chief Financial Officer, for leading the Corporation’s finance
and financial shared services teams. The finance function includes enterprise capital
planning, treasury operations, corporate finance and capital allocation, banking
relationships, accessing capital and managing the corporate capital structure,
investment management activities, insurance/risk management oversight, credit
management, shareholder services, as well as providing merger and acquisition
diligence and integration support along with acquisition financing. CUC’s financial
shared services team is responsible for the accounts payable, payroll and
procurement functions for the entire organization.

How will you refer to the Company?

When referring to the Florida Public Utilities Company Electric Division, I will refer
to it as “FPUC” or “the Company”. When referring to Chesapeake Ultilities
Corporation, the parent company, I will refer to it as “CUC” or the “Corporation.”
Have you filed testimony before the Florida Public Service Commission in prior
cases?

I have filed testimony and testified in Docket No. 20220067-GU.
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Have you previously provided testimony before other regulatory bodies?

Yes, I have also filed testimony in other rate case proceedings before the public
service commissions of Delaware and Maryland.

What is the purpose of your testimony in this proceeding?

My testimony will discuss CUC’s current capital structure allocation, the various
components (short-term debt, long-term debt and equity) and how FPUC has
benefited from the structure. I will also be providing testimony on CUC’s mitigation
of risk through our Insurance Programs.

Do you have any exhibits to which you will refer in your testimony?

Yes. Exhibit No. NTR-1 which includes various schedules in support of my
testimony.

Are you sponsoring any MFRs in this case?

Yes. Attached, as Exhibit NTR-2, is a list of MFRs that I am sponsoring.

Capital Structure and Financing

What is the Corporation’s target capital structure and the components of that
structure?

CUC’s target capital structure is 50 percent-60 percent equity as a percentage of total
capitalization (including short-term debt). This target capital structure has been
approved by the Board of Directors. Over time, we strive to approximate the
midpoint of 55 percent equity to total capitalization. Earnings retained and
reinvested in the business partially help the Corporation fund our growth capital

construction program. Any capital spend that is in excess of earnings retained is
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initially funded with short-term debt. As projects come online, we issue additional
long-term debt and equity to stay within the target capital range and accordingly,
reduce our short-term debt balances. Occasionally, when large projects take longer
than projected, that has resulted, in our capital structure falling below the target
capital structure for a brief period before resuming within the target range. Exhibit
No. NTR-1 Schedule 1 shows CUC’s equity as a percentage of total capitalization
for 2014-2023 based on balances at December 31. As the chart shows, the
Corporation has consistently achieved our targeted range with only occasional dips
due to larger projects. Most recently, as further discussed below, the Corporation
had achieved an equity to total capitalization ratio of 53 percent as of September 30,
2023, just prior to the Florida City Gas acquisition. Since the acquisition, the
Corporation has already moved this ratio from approximately 47 percent to above 48
percent and is on a path to quickly restore within the target range to 50 percent (in
the test year) and proceed towards the midpoint.

Why is the parent company capital structure being utilized for the rate case?
Funding needs for CUC, its divisions and its operating subsidiaries are managed
centrally at the parent level which is also discussed in Witness Galtman’s testimony.
As such, FPUC does not issue debt or equity directly. As a result, any funding needs
for FPUC are recorded via intercompany accounting that does not differentiate
between debt and equity proceeds. Since the original source of funding for
intercompany borrowings is derived from the equity issuances or debt financing at

the parent level, FPUC utilizes CUC’s capital structure to determine the rate of
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return in this proceeding. Use of CUC’s overall capital structure also ensures FPUC
benefits from a lower cost of capital and has access to capital as needed.

What is CUC’s long-term debt profile?

CUC’s long-term debt carries the NAIC-2B investment credit rating from the
National Association of Insurance Commissioners (“NAIC”). The NAIC, through its
Securities Valuation Office, has its own credit rating scale that runs from NAIC-1
(lowest risk) to NAIC-6 (highest risk, near or at default). All securities in insurers’
portfolios use these designations and their related factors to assess solvency capital
requirements. According to the NAIC, NAIC-2B is assigned to high quality
obligations with low credit risk. The NAIC-2B rating is equivalent to a BBB/Baa2
investment grade bond rating or above from S&P and Moody’s. NTR Schedule 2
Page 1 shows the correlation between the NAIC, Moody’s and S&P ratings
hierarchies.

What types of short-term debt arrangements does CUC use as temporary
financing for capital expenditures?

CUC has a syndicated revolver facility for short-term borrowing with six
participating banks. CUC may, from time to time, as a result of its relationships and
access to capital, add additional lines of credit or term loans to meet short-term
financing needs. CUC currently maintains a multi-tranche short-term borrowing
facility (“Revolver”) with a total capacity of $450,000,000. The two tranches of the
facility consist of a $250,000,000 364-day short-term debt tranche and a
$200,000,000 five-year tranche, both of which have three (3) one-year extension

options. The facility also contains a $150,000,000 accordion provision, which gives
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CUC the ability to increase the size of the facility to $600,000,000. As of June 30,
2024, the pricing under the 364-day tranche of the Revolver includes an unused
commitment fee of 0.10 percent and maintains an interest rate of 0.90 percent over
the Secured Overnight Financing Rate (“SOFR”) plus a 10-basis point credit
adjustment. As of June 30, 2024, the pricing under the five-year tranche of the
Revolver included an unused commitment fee of 0.10 percent and an interest rate of
1.10 percent over SOFR plus a 10-basis point credit adjustment. This pricing is very
competitive in the market and comparable to pricing available to many publicly
traded electric utilities that also have investment grade debt.

What is the historic test year 2023 and projected test year 2025 capital structure
of the Corporation?

The components of the historic test year capital structure reflect investor sources and
uses of capital as follows: common equity (excluding accumulated other
comprehensive income) of 51.74 percent, long-term debt (including current
maturities) of 40.79 percent, and short-term debt of 7.47 percent. However, prior to
consummating the Florida City Gas acquisition, as of September 30, 2023, the
Corporation had moved closer to its target capital structure with the equity to total
capitalization ratio at approximately 53 percent, bringing the 13-month average to
52.5 percent as of September 30, 2023. This highlights the Company’s commitment
to maintaining 55 percent equity to total capitalization as its target capital structure.
The projected capital structure at the end of the test year is as follows: common
equity (excluding accumulated other comprehensive income) of 50.04 percent, long-

term debt (including current maturities) of 44.31 percent, and short-term debt of 5.65
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percent. But, again, as a Corporation, we strive to approximate 55 percent equity to
capitalization, which is the midpoint of the Board-approved range.

Why is accumulated Other Comprehensive Income (“OCI”) excluded from the
capital structure?

The accumulated OCI must be eliminated from the capital structure for rate-setting
purposes, because none of the accounting entries that affect accumulated OCI have
anything to do with financing the rate base (i.e., they do not generate or consume any
cash). OCI instead arises from other sources, including: Minimum Pension Liability
("MPL"), unrealized gains and losses on securities available for sale, interest rate
swaps, and other cash flow hedges.

Why does the Corporation believe its target capital structure is appropriate?
Using a mix of earnings retained in the business, 50-60 percent equity and 40-50
percent debt allows CUC to retain significant access to competitively priced capital
to fund future growth projects. Approximately 55 percent of earnings are retained
and reinvested in the business. Any growth capital spending above and beyond these
retained amounts are initially funded with our $450 million syndicated Revolver.
When projects go into service, we seek to align the permanent financing (long-term
debt and equity) with the introduction of service for these projects. This allows us to
better align earnings from projects and long-term financing costs. Using this
approach, we have continued to see cost effective, competitive pricing under the
Revolver, long-term debt placements and equity capital markets. This structure also
keeps us in compliance under the covenants contained in the Revolver and with all of

the private placement senior notes.
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Q.

Have FPUC and their customers benefitted from CUC’s ability to finance
capital for utility projects at competitive rates?

Yes. CUC consistently finds access to low-cost long-term debt, short-term debt and
equity financing. As shown on Exhibit No. NTR-1, Page 1 of my Schedule 3, CUC
has effectively managed its balance sheet, issuing $1.1 billion in long-term
unsecured debt over the past 8 years. Over this same period, the weighted average
interest rate was 4.97 percent. Rates have increased only in recent years resulting in
a blended cost of 5.90 percent. Given current Treasury forward rates, the Corporation
continues to evaluate the potential acceleration into 2024 of a portion of the long-
term debt issuances forecasted in 2025. The 16 CUC issuances shown on Exhibit
No. NTR-1, Page 1 of my Schedule 3 have been consummated at attractive rates on
an unsecured basis.

As I mentioned earlier in my testimony, CUC’s Revolver provides cost-effective,
competitive financing. Short-term debt capacity benefits FPUC by providing capital
availability for utility projects during construction before obtaining permanent long-
term financing for projects once fully in service. In August 2024, the Corporation
was able to successfully upsize the Revolver by $75 million, to $450 million, and
extend the maturity dates for the 364-day and S-year tranches to August 2025 and
August 2029, respectively. This was a very successful outcome, as CUC was able to
increase the size of the facility, extend the maturity and keep existing pricing due to
the Corporation’s strong balance sheet, track record around successful execution of

our growth plans, and reputation amongst the bank group.
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As seen on Exhibit No. NTR-1, Schedule 4, since December 31, 2015, CUC’s stock

price has increased by approximately 103 percent and has traded between $86 and

$119 per share over the last 12 months. CUC has generated consistent earnings over

this period of time, enabling the Corporation to strategically and competitively
access the equity capital market, as needed, for new issuances associated with
increased capital investment.

Does CUC continue to have access to competitively priced capital?

Yes. We maintain an effective shelf registration statement with the Securities
Exchange Commission (“SEC”) for the issuance of shares of common stock in
various types of equity offerings, including shares of common stock that can be
issued under an overnight equity offering or an At-the-Market equity program, as
well as an effective registration statement with respect to the Dividend Reinvestment
and Direct Stock Purchase Plan.

CUC has also entered into Shelf Agreements with Prudential and MetLife, two of
our current long-term debt holders, who are under no obligation to purchase any
unsecured long-term debt. Under these Shelf Agreements, in the aggregate, these
parties have indicated an interest in issuing unsecured senior notes totaling $255
million. These Shelf Agreements expire in the first quarter of 2026.

Finally, as mentioned earlier in my testimony, CUC has a multi-tranche Revolver
totaling $450,000,000. The 364-day tranche of the facility ($250,000,000) expires in
August 2025, and the five-year tranche ($200,000,000 million) expires in August

2029.
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Q.

How do current Treasury rates compare to the overall cost rate for long-term
debt included in MFR schedules D-4a?

As shown on Exhibit No. NTR-1, Page 1 of Schedule 5, current Treasury rates for 3,
5, 7 and 10-year durations remain elevated and slightly below the rate on MFR
Schedule D-4a, 25 supplemental. Also, the Treasury rates on Schedule 5 represent
the risk-free rate of interest. If CUC were to place any new long-term debt, the all-in
rate would include a spread that supports the Corporation’s NAIC-2B rating. In
addition, as the Corporation works towards the equity to total capitalization ratio of
55 percent, CUC expects the NAIC 2B to adjust accordingly, although there is
typically a delay.

How will these elevated 10-Year Treasury rates impact CUC’s long-term debt
rate?

With any new issuance, these elevated treasury rates will drive the average rate for
long-term debt above the 4.51 percent included in the test period on MFR Schedule
D-4a, 25 supplemental and, therefore, increase our weighted average cost of debt and
weighted average rate of return.

Have any adjustments been made to CUC’s long-term debt included in MFR
Schedules D-4a?

Yes. The Company has included Schedule D-4a for each year in the filing and a
Schedule D-4a Supplement for each year, Schedule D-4a calculates the cost of debt
using the traditional consolidated cost of debt. Schedule D-4a Supplement includes
an alternate calculation of the cost of debt. As witness Crowley also discusses, the

proceeds from the $550 million senior notes priced on October 31, 2023, were used
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predominantly to finance the acquisition of Florida City Gas. Of that $550 million,
$300 million of these senior notes have maturities of seven years or less. Most
economic forecasts suggest short-term and long-term debt rates will decline from
recent high levels over the next several years, but stay elevated above recent
historically low interest rates that existed pre- and post- COVID. CUC will have the
opportunity to refinance a portion of the debt at a time when rates are forecasted to
slightly decline. With a portion of these proceeds used to finance the acquisition
during a period of elevated interest rates and considering the overall operational
benefits across the entire enterprise, the Company is requesting the use of MFR
Schedules D-4a supplement. This calculation of the long-term debt interest rate only
includes approximately 21 percent of these senior notes to determine the overall
long-term interest rate for purposes of this rate case filing. The rates calculated in the
D-4a supplement are carried forward into a Schedule D-la supplement, which
calculates the average cost of capital, and to Schedule A-1 Supplement that
calculates the revenue requirement using this rate. Thus, for FPUC’s electric
division, the calculation of the interest rate only includes the 21 percent of these six
notes that relates to funding overall operations. By using this methodology, the
revenue requirement for FPUC in this proceeding is reduced by approximately
$500,000. As these notes expire or are refinanced, the new notes will return to the
Company’s traditional calculation of debt as shown on MFR Schedules D-4a. If,
however, the Commission does not approve this methodology, we request the cost of
debt, cost of capital and the revenue requirement used for ratemaking purposes be

those provided in Schedules D-1a, D-4a, and A-1.
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Insurance and Risk Mitigation

What resources at CUC are dedicated to insurance?

Within the Treasury organization, CUC has one full-time resource dedicated to our
insurance programs, which is in addition to the time both our Director of Finance and
I spend on this function. Under my guidance and oversight in this area, the
Insurance Manager is responsible for preparing all underwriting applications,
securing and administering the corporate insurance programs for all divisions and
subsidiaries of CUC, engaging with our broker’s team and our carriers, evaluating
any potential new types of coverage, maintaining insurance compliance, and
overseeing claims management. As mentioned above, the Corporation also utilizes
an insurance broker, who augments our internal capabilities.

What types of insurance coverage does the Corporation carry?

The types of insurance carried by CUC can be broken down into three major
buckets: casualty, executive risk and property. The casualty program includes
workers’ compensation, commercial general liability and excess liability coverage.
Workers® compensation insurance provides wage replacement and medical benefits
to employees injured in the course and scope of their employment. Commercial
general liability provides coverage to third parties for bodily injury and property
damage caused by the business’ operations/products. Excess liability coverage
encompasses liability coverage in excess of CUC’s underlying general liability
policies.

CUC’s executive risk policies include directors’ and officers’ liability, crime,

employment practices liability, fiduciary and cyber coverages. The Corporation’s
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directors’ and officers’ policy is standard liability insurance payable to our directors
and officers, or to the Corporation itself, as indemnification (reimbursement) for
losses or advancement of defense costs in the event an insured suffers such a loss as
a result of a legal action brought for alleged wrongful acts in their capacity as
directors and officers. The crime coverage addresses the loss of money, securities,
and other assets resulting from dishonesty, theft or fraud. The Corporation's
employment practices liability policy covers wrongful acts arising from the
employment process. Fiduciary coverage protects employee benefit plan fiduciaries
against claims, including, but not limited to, a breach of fiduciary duties, negligent
administration, careless plan management, poor investment decisions, and improper
use of retirement funds. Finally, CUC’s cyber coverage protects/indemnifies the
Corporation from data breaches and other cyber security issues.

CUC’s properties are insured through a broad form property insurance policy. The
policy provides expansive coverage for the direct physical loss or damage to the
Corporation’s properties. In addition to coverage for physical losses, the policy
extends coverage for the loss of business income that results from an insured loss.
Does directors’ and officers’ liability insurance benefit our customers?

Yes. Directors & Officers (“D&0”) insurance provides benefits to multiple
stakeholders including customers, employees, creditors, vendors, shareholders, and
regulators. Without D&O insurance, the Corporation’s assets are at risk. It provides
coverage for lawsuits brought by other parties. A D&O policy mitigates this risk by
covering the legal fees and other costs the Corporation may incur as a result of such

a suit.
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Additionally, many officers and non-employee directors would refuse to accept a
position with a company that doesn’t have a D&O policy and refuses to purchase
one. Establishing an appropriate D&O insurance policy for officers and non-
employee directors, serves to attract and retain qualified candidates with the
necessary experience and skillsets to provide oversight and governance around the
changing environment that impacts all of the Corporation’s business units.

How has insurance coverage changed since the last rate case in 2014?

Casualty market rates for U.S. utilities have risen dramatically, while capacity has
reduced. Numerous carriers have left the U.S. Power & Utility marketplace. Others
have reduced the capacity that they will provide to U.S. Power & Ultility insureds.
Those who remained in the marketplace have reduced total limits offered and
restricted coverages in their offerings, while raising rates in the process.

How does the Corporation ensure that it secures the right amount of coverage
at the best cost?

With the help of our Insurance Broker, CUC assesses the Corporation’s current risks,
insurance needs and costs in determining the appropriate level of insurance coverage.
The Audit Committee of CUC’s Board of Directors reviews the Corporation’s
insurance coverage, the current insurance environment and related information to
ensure it has secured the appropriate level of coverage, given our risk profile and the
feedback from our enterprise risk management process, at a reasonable cost.
Through the use of internal and external parties (our brokers, the insurance carriers
and the Audit Committee), we have been able to manage CUC’s insurance programs

effectively and efficiently. We do expect our levels of coverage to continue to
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increase given the benchmarking we have reviewed and the Corporation continues to
grow.

Does CUC take additional steps to ensure that it has the right coverage from the
right carriers?

Yes. CUC also implements various other strategies to ensure we retain the right
amount of coverage at advantageous pricing. The Corporation engages directly with
carriers to ensure they know us and understand our business. When possible, CUC
also tries to lock in premiums (in terms of rate per dollar of coverage) for longer than
one year. We have occasionally been able to do this and most recently were able to
lock in the primary casualty insurance rates for the 2023/2024 and 2024/2025
insurance periods. The Corporation’s insurance broker frequently goes out to the
market and seeks bids from new carriers. The insurance broker also provides CUC
with peer benchmarking information to help assess proper levels and types of
coverage. The Corporation also maintains relationships with former and prospective
brokers and engages with them from time to time. Finally, the Corporation continues
to evaluate alternative risk instruments and markets (i.e., London, Bermuda) as
possible vehicles for obtaining insurance savings. To date, CUC has structured its
insurance program in the most cost-effective manner considering all of these factors.
From time to time, the Corporation performs a Request for Proposal (“RFP”) for
broker services. The last RFP process was carried out during the months leading up
to the 2021 casualty insurance program renewal, and the Corporation approached
various brokers in an attempt to re-configure its casualty insurance program and

lower the cost of insurance. Through the RFP process, we identified and changed to
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a new broker, which saved the Corporation approximately $1 million in premiums
for the 2021/2022 insurance period.

In spite of these savings, has CUC experienced recent insurance cost increases?
Yes. Even with the strategies CUC has in place, the Corporation is not immune to
increases in insurance premiums. Changes in insurance premiums are driven by
increased exposure due to the continued growth of the Corporation, fewer insurance
carriers, and overall market conditions in the power and utility sector. Over the last
five years, CUC has experienced cost increases across all areas of coverage.
Excluding excess liability coverage, primary casualty insurance has experienced a
six percent increase in premiums over the last five years. Throughout the market,
there has been a reduction in the number of carriers, driven by industry
consolidation. Most recently, our premiums have been positively impacted by the
redesign of our liability insurance structure, discussed earlier in my testimony, which
reduced premiums by approximately $1 million in 2021. In 2019, excess liability
coverage for the power and utility space was impacted by increased industry claims
activity and several high-profile claims (i.e. PG&E, Columbia Gas, etc.) which
resulted in significant rate increases. At the same time, CUC’s excess liability carrier
at that time decided to cease coverage of utilities, forcing CUC to utilize an
alternative carrier. These are the primary drivers behind the approximate 425 percent
increase in CUC’s excess liability premium over the last five years. Like the
casualty space, few key players currently provide coverage due to continued
consolidation and several parties declining to offer utility coverage. Most recently,

the wildfire exposure that many carriers (which are structured in the form of mutual
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insurance companies) have been exposed to is being passed along in the form of
global industry increases. This trend is expected to continue into the foreseeable
future.

Excluding cyber insurance, the Corporation’s executive risk policies have also
experienced tightening insurance markets with carriers pushing more risk sharing
toward clients by requiring higher retention levels and premiums. Due to these
factors, we have seen the Corporation’s deductible double and the executive risk
policy premiums, excluding cyber, increase by approximately 70 percent over the
last five years.

The increase in cyber insurance premiums over the same time period has been driven
by two factors. In 2018 and 2023, CUC increased its cyber coverage from $5 million
to $10 million and then $10 million to $15 million respectively, which directly
contributed to increased premiums. Secondly, cyber coverage continues to increase
as overall claims frequency is increasing and severity remains high driven by
ransomware. Losses have accelerated priging pressure even on loss-free accounts,
like the Corporation, with good controls. These two factors have directly contributed
to the 218 percent increase in premiums over the last five years. In discussions with
CUC’s insurance broker, cyber premiums are expected to remain elevated for the
next few renewals.

For property insurance, existing markets are also not expanding and there are limited
new carriers entering this market. This particular line of coverage has also been

impacted by losses in storm impacted states, furthering escalating premium
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IIL

increases. Correspondingly, CUC’s property insurance premiums have increased on
average by 17 percent per year over the past five renewals.

Does the Corporation anticipate insurance will continue to rise?

Yes. The Corporation is anticipating that its total insurance premiums will continue
to rise in the foreseeable future. At a minimum, CUC plans to carry the same levels
of insurance coverage for the Corporation’s casualty, executive risk and property
programs. The Corporation is continuously reviewing our policies, deductibles and
limits to ensure we efficiently and effectively mitigate the risk for CUC and all of its
subsidiaries. Any increases to the limits carried for any of the Corporation’s policies
would drive increased premiums for CUC in future years. Based on market
conditions, continued growth of the Corporation and potential increases to limits,
CUC believes total insurance premiums will increase by approximately 15 percent to
25 percent per year, although as discussed above, the rate increases have the
potential to be even higher. In addition to securing higher limits because of growth,
the Corporation also continues to evaluate other new potential areas of coverage to
mitigate risk further (similar to the Corporation adding cyber insurance coverage
within the last five years). Therefore, Schedule C-7 (2025) p. 8 includes an increase
for Account 924 -Property Insurance for 2025 of $78,149 and for Account 925-
Injuries and Damages for 2025 of $244,020.

Self-Insurance

Does FPUC have a Self-Insurance reserve?
Yes. FPUC has a self-insurance reserve, with oversight provided by our CFO and

me, to absorb expenses associated with losses incurred from our electric operations.
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Furthermore, the Corporation has an internal policy, Exhibit No. NTR-1 Schedule 6,
it uses to document what types of expenses can be booked against the self-insurance
reserve liability. Expenses applied to this reserve are those that are not reimbursable
under current insurance policies. These expenses may be charges within the
deductible level of the applicable policy, charges exceeding the policy limits or
charges lying outside of policy coverage (i.e., self-insurance for any physical damage
that occurs to our traditional vehicle fleet). Current deductibles on the policies
discussed above, which can be applied to the self-insurance reserve, range from
$100,000 to $500,000 per occurrence. In addition to the types of cost mentioned
above, the self-insurance reserve may include increased premium costs incurred by
the Corporation to secure adequate property, casualty and liability coverage that are
in excess of those embedded in our base rates or test year for rate proceedings that
end in a settlement.

Can you explain the reason for the self-insurance reserve adjustment?

Yes. The current annual expense recorded for a self-insurance reserve for FPUC has
been short of the actual claims. In addition, there were changes to the deductible
limits for the workers’ compensation policy that necessitate an increase for the
reserve. To determine the shortfall, we analyzed claims for three years for FPUC. A
three-year average was used to account for today’s increasing insurance market and
to accurately account for the higher deductibles for workers’ compensation which
have only been in place for the last few years. The adjustment is the total of the
shortfall, or excess of the average claims, compared to the annual expense and the

changes due to the workers’ compensation limits.
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Q.

Are you supporting any adjustments to operating expenses for the self-
insurance reserve?

Yes. I am supporting an adjustment on Schedule C-7 (2025) page 8, which relates to
the self-insurance reserve.

Can you explain the reason for this self-insurance?

Yes. As mentioned earlier in my testimony, the current annual expense recorded for
the self-insurance reserve for FPUC has been short of the actual claims. Plus, CUC
has experienced changes to the deductible limits for the workers’ compensation
policy that would increase the reserve. The self-insurance adjustment is increasing
the self-insurance reserve to account for this shortfall. The total adjustment is
$189,342.

Please explain lines 25 and 26 on Schedule D-4a page 1 to 6.

Shortly after the FPUC acquisition, CUC refinanced FPUC’s long-term debt at more
competitive rates and on an unsecured basis. This refinanced debt was issued in the
form of CUC unsecured senior notes. The difference in interest rates, or make-whole
premium, to prepay the FPUC debt early was treated as part of the acquisition
adjustment and established as a regulatory asset that would be amortized over 30
years. The 13-month average balance shown on Line 25 of Schedule D-4a Page 1 to
6 represents the remaining, unamortized portion ending December 31, 2023,
December 2024 and December 2025, respectively.

CUC has also entered into Shelf Agreements with Prudential and MetLife, neither of
which is obligated to purchase any unsecured debt. These Shelf Agreements allow

the Corporation to efficiently issue private placement debt at competitive pricing. In
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order to put these Shelf Agreements in place, the Corporation incurred administrative
and legal fees. These fees are amortized over a 15-year period. Line 26 of Schedule
D-4a Page 1 to 6 represent the amounts deferred for the Shelf Agreements on
average (over the last 13 months) as of December 31, 2023, December 2024 and
December 2025, respectively.

Can you please summarize your testimony?

CUC has a strong balance sheet which has enabled it to access competitively-priced
capital to finance its capital expenditures. The Corporation has cultivated an
environment focused on management efficiency and financial discipline to provide
reliable and safe energy delivery services to new and existing customers in its service
territories. The Corporation’s growth has enabled the Company to avoid continual
rate increases for customers over the years, despite a challenging economic
environment. The Corporation has not been in before the FPSC on a repeated basis
despite ever increasing costs.

Through consultation with internal and external experts, peer benchmarking and
ongoing risk assessments and monitoring, CUC has implemented the appropriate
processes to ensure the Corporation is carrying the pertinent and necessary levels of
insurance coverage. The Corporation will continue to evaluate new lines of coverage
and changes to existing lines of coverage to determine the best ways to mitigate risk
as both the utility marketplace and the insurance markets continue to evolve.

Does this conclude your testimony?

Yes, this concludes my testimony.
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Exhibit No. NTR-1
Page 1 of 8
Schedule 1 [10of 1]
Chesapeake Utilities Corporation
Historical Equity to Total Capitalization

(thousands)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Equity (excluding AOCI) $ 305,998 $ 363,978 $ 450,964 $ 490,566 S 525,152 $ 567,844 $ 699,950 $ 772,827 S 834,180 $ 1,248,842
LTD (including Current Portion) 167,595 158,491 149,053 206,816 327,955 485,768 522,099 558,488 591,354 1,197,947
Permanent Capital 473,593 522,469 600,017 697,382 853,107 1,053,612 1,222,049 1,331,315 1,425,534 2,446,789
Short-term Debt 88,231 173,397 209,871 250,969 294,458 247,371 175,644 221,634 202,157 179,345
Total Capital $ 561,824 $ 695,866 S 809,888 S 948,351 S 1,147,565 $ 1,300,983 $ 1,397,693 $ 1,552,949 $ 1,627,691 $ 2,626,134

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Equity/Total Capitalization 54.5% 52.3% 55.7% 51.7% 45.8% 43.6% 50.1% 49.8% 51.2% 47.6%
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Chesapeake Long-term Debt Issuances since 12/31/2015'"

3.25% due 2032
3.48% due 2038
3.58% due 2038
3.98% due 2039
2.98% due 2034
3.00% due 2035
2.96% due 2035
2.49% due 2037
2.95% due 2042
5.43% due 2038
6.39% due 2026
6.44% due 2027
6.45% due 2028
6.62% due 2030
6.71% due 2033
6.73% due 2038

(1) See Schedule 2 Page 2 of 3 and Page 3 of 3 to determine new debt issuances by Chesapeake since 12/31/2015

(in thousands)

Weighted Average Cost

on
Original Outstanding Original Issuance
Issuance at 3/31/24 Dollars
70,000 57,750
50,000 50,000
50,000 50,000
100,000 100,000
70,000 70,000
50,000 50,000
40,000 40,000
50,000 50,000
50,000 50,000
80,000 80,000
100,000 100,000
100,000 100,000
100,000 100,000
100,000 100,000
100,000 100,000
50,000 50,000

$

1,160,000 $ 1,147,750

4.97%

Exhibit No. NTR-1
Page 3 0of 8
Schedule 3 [1 of 3]

Chesapeake Long-term Debt Issuances since 12/31/2020 |

2.49% due 2037
2.95% due 2042
5.43% due 2038
6.39% due 2026
6.44% due 2027
6.45% due 2028
6.62% due 2030
6.71% due 2033
6.73% due 2038

(in thousands)

Weighted
Average
Coston
Original
Original Outstanding Issuance
Issuance at 3/31/24 Dollars
50,000 50,000
50,000 50,000
80,000 80,000
100,000 100,000
100,000 100,000
100,000 100,000
100,000 100,000
100,000 100,000
50,000 50,000
$ 730,000 $ 730,000 5.90%




Exhibit No. NTR-1
Page 4 of 8
Schedule 3 [2 of 3]

12, Long-TEay DEET
Cur oxtimneing Ieng-torm dobtis shamm bdown

Az of Decegnber 31,
Iy e 2018 2015
P 3 fx tzazr boads: :
2.087% too, gue Jme 1, 2072 5 7378 5 TS
Vecollztnlized Sevior Neime:
£.54% Lot dus Ocuober 31, 2017 3727 5455
£30% pote; dus Ociober 1202020 000 10,000
$53% zok, due Owicber 21, 2025 2r.000 24,005
5.58% o, dis Joos 30, 2028 29,000 25,000
£.43% Toto, &ua Max X, 2028 7000 7,000
3.73% moty, Ol Décsmber 18, Z026 20,000 o
2E3% rom, Sua ier 15, 2029 - SB.onp 30,030
Promisry outes w8 238
Capi‘zl lezse obligaion 2471 LB
Loz: Sebtisamics cork FrL 4]
Toz! ing-termm debt 148,053
Taz: cooment mzheier (42,055)
Tozt bonz-term debt, £t of QOTEDt mEhmizes 3 136354 & 139,095

Source: Chesapeake Utilities Corporation 2016 10-K
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14, Loag-Term Deba

Cur outstsnsdmg Jong-teem debl & shown befow:

- Adarch 31. December 31,
1ien Lhoesasatsy 2024 023
I Ineolistaralized sendor notes?
5.68% nows, dwe June 30,2026 LY 8700 % o0
3%5 mates, due May 2, 2028 3,500 3,500
» noes, due Decernber 16, 2028 10,000 10,0060
3.88% motes, duw May 15, 2029 30,000 30,000
3.25%; mates, due Aprl 30, 2032 JT.T50 0500
3 48%h noes, due May 31, 2038 50,000 0000
358 menes; due November 34, 2038 E0,000 E0,000
R% mates, dise Augost 20, 2038 LUURLK T00_1300
29R% motes, die Detemnber 20, 2034 70,000 FO000
3 00% motes, due Tuly 15, 2@33 30,0600 50,000
T.56% motes, die Aupust 13, 2033 30,000 40,000
2.49% motes, due January 25, 2037 50,000 0,000
3.95%neites, dus Mareh 15, 2042 et | B 20000
5.43%p motes, due March 14, 2038 80000 0,000
63495 motey, due Devewiber JUT6: 100,000 100,000
& 4475 motes, due Decemsber 2027 jLELRLLE 100,000
6. 45%, motes, die Decombor 2028 LT 100,000
5.62%s motes. due December 2030 100,001 100 400
%. 7Y% motes, due December 2033 100000 100,000
&, T3% motens, due Thecember 2038 50,04 0,000
Equipimett Security note
2.46% note, due Sceptember 24, 2033 74409 7633
Less: debt 1ssuance Sosts , {3.682) (3753
Total long-teray delq 1,203,677 1,205,530
Lese: curfent wathEities (IRSILY {18.50%)

Totad leng-terma debt. net of current maturines : § LIRS 166 S A TR




Exhibit No. NTR-1
Page 6 of 8
Schedule 4 [1 of 1]
Chesapeake Utilities Corporation Stock Price

Date Open High Low Close
12/31/2014 51.00 51.53 49.62 4966
12/31/2015 60.05 60.15 55.25 56.75 T
12/30/2016 67.35 67.70 66.45 66.95
12/29/2017 79.05 79.45 78.30 78.55

12/31/2018 79.67 81.43 78.81 81.30

12/31/2019 9484 9583  94.84 9583 ~— o e e oriee
12/31/2020 106.40  108.64 10640  108.21 o b ase in share p

12/31/2021  144.00 146.07 143.97 145.81
12/30/2022  120.76 121.27 117.22 118.18
12/29/2023  106.07 106.54 104.27 105.63
8/7/2024  114.52 115.72 113.95 115.01 -

Source: Yahoo Finance



Exhibit No. NTR-1
Page 7 of 8
Schedule 5 [1 of 8]

Dally Treasury Par Yield Curve Rates

Average Since 8/1/23

Average Last 30 Days

Date

7/31/2024
7/30/2024
7/29/2024
7/26/2024
7/25/2024
7/24/2024
7/23/2024
712272024
7/19/2024
7/18/2024
711712024
7/16/2024
711672024
711272024
7/11/2024
7/10/2024
7/9/2024
7/8/2024
7/5/2024
713/2024
71212024
7/1/2024
6/28/2024
6/27/2024
6/26/2024
6/25/2024
6/24/2024
6/21/2024

https://home.treasury. Gov/resource center/data chart—cent@r/mterest-

3Yr 5Yr 7Yr 10 Yr
4,50 4.33 4.34 4.33
4.34 419 4.21 4.25
3Yr 5Yr 7Yr 10 Yr
4.10 3.97 4.00 4.09
4.16 4.03 4.06 4.15
4.19 4.05 4.08 4.17
4.20 4.06 4.10 4.20
4.26 4.13 4.18 4.27
4,24 4,12 4.20 4.28
4.26 4.15 4.18 4.25
4.29 4.17 4.20 4.26
428 4.16 418 4.25
4.24 4.11 4.14 4.20
4.19 4.07 4.09 416
4.21 4.09 4.1 4.17
4.23 413 4.16 4.23
4.22 410 413 418
4.26 413 415 4.20
4.38 4.24 4.24 428
4.37 4.24 4.25 4.30
4.40 4.23 4.23 428
4.39 422 423 428
4.48 4.33 4.33 4.36
4.54 4.39 440 4.43
4.58 4.44 4.45 4.48
4.52 4.33 4.33 4.36
4.49 4.29 4.27 4.29
4.53 4.32 4.32 4.32
4.45 4.25 4.23 4.23
4.46 4.27 4.25 4.25
4.45 426 4.25 4.25
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Schedule 5 [2 of 8]

Daily Treasury Par Yield Curve Rates -

hitps://home.treasury. cmv/resource center/da‘ia chart—center/mterest—

6/20/2024 4.45 4.26 4.25 4.25
6/18/2024 4.43 4.24 4.22 4.22
6/17/2024 4.50 4.30 428 4.28
6/14/2024 4.41 422 4.20 4.20
6/13/2024 4.42 4.24 423 4.24
6/12/2024 4.48 4.32 4.31 4.31
6/11/2024 4.57 4.41 4.40 4.39
6/10/2024 4.62 4.48 4.47 4.47
6/7/2024 4.65 4.46 4.45 4.43
6/6/2024 4.49 4.29 4.28 428
6/5/2024 4.50 4.31 4.29 4.29
6/4/2024 4.55 4.35 4.33 4.33
6/3/2024 4.62 4.42 4.41 4.41
5/31/2024 4.69 4.52 4.52 4.51
5/30/2024 4.74 4.57 457 4.55
5/29/2024 479 4.63 4.63 4.61
5/28/2024 4.75 4.56 4.56 4.54
572472024 4.71 4.53 4.49 4.46
5/23/2024 4.71 4.52 4.50 447
5/22/2024 4.64 4.47 4.44 4.43
5/21/2024 4.61 4.43 442 4.41
5/20/2024 462 4.46 4.44 4.44
5/17/2024 4.60 4.44 4.43 4.42
5/16/2024 4.58 4.40 4.39 4.38
5/15/2024 4.51 4.35 4.35 4.36
5/14/2024 4.62 4.45 4.45 4.45
5/13/2024 4.66 4.50 4.49 4.48
5/10/2024 4.65 4,52 4.51 4.50
5/9/2024 4.60 4.47 4.46 4.45
5/8/2024 4.63 4.50 4.49 4.48
5772024 4.60 4.48 4.47 4.47
5/6/2024 4.64 4.48 4.48 4.49
5/3/2024 463 4.48 4.49 4.50
5/2/2024 4.71 4.57 457 4.58

5/1/2024 4.79 4.64 4.64 463
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Daily Treasury Par Yield Curve Rates

hitps://home.treasury. c;eav/resc;urce center/da‘ta Chamcemer/mterest*

4/30/2024 4.87 4.72 4.71 4.69
4/29/2024 4.80 4.65 464 463
4/26/2024 4.84 4.68 468 4.67
4/25/2024 4.85 4.70 4.71 4.70
4/24/2024 4.78 464 4.66 4.65
4/23/2024 4.76 4.63 462 4.61
4/22/2024 4.81 4.66 465 462
4/19/2024 4.81 4.66 465 462
4/18/2024 4.83 4.68 4.67 464
4/17/2024 4.77 462 4.61 4.59
4/16/2024 4.83 4.69 4.69 4.67
4/15/2024 478 4.65 4.65 4.63
4/12/2024 4.70 4.54 4.53 4.50
4/11/2024 4.77 4.61 4.60 4.56
4/10/2024 477 4.61 4.59 4.55
4/9/2024 4.52 4.37 4.38 4.36
4/8/2024 4.60 4.43 443 442
4/5/2024 4.54 4.38 4.39 4.39
4/4/2024 4.46 4.30 4.31 4.31
4/3/2024 4.48 4.34 4.36 4.36
4/2/2024 4.51 4.35 4.37 4.36
4/1/2024 4.51 4.34 4.33 4.33
3/28/2024 4.40 4.21 4.20 4.20
3/27/2024 4.36 4.18 4.18 4.20
3/26/2024 4.38 4.22 423 424
3/25/2024 4.39 4.23 4.25 4.25
3/22/2024 4.36 4.20 422 422
3/21/2024 4.42 4.26 4.28 4.27
3/20/2024 4.41 4.25 4.28 427
3/19/2024 4.47 4.31 4.31 4.30
3/18/2024 4.52 4.36 4.35 434
3/15/2024 4.51 4.33 4.33 431
3/14/2024 4.46 4.29 4.30 429
3/13/2024 4.37 4.19 4.20 419

3/12/2024 4.33 4.15 416 4.16




Exhibit No. NTR-1
Page 7 of 8
~ Schedule 5 [4 of 8]

Daily Treasury Par Yield Curve Rates

hitps://home treasury. qov/ esmurce»center/dafa chart—center/ nterest—*

3/11/2024 4.26 4.08 4.09 4.10
3/8/2024 425 4.06 4.08 4.09
37712024 4.28 4.07 4.09 4.09
3/6/2024 4.32 412 412 411
3/5/2024 4.32 413 415 413
3/4/2024 4.39 4.21 423 422
3/1/2024 4.32 4.17 4.20 419

2/29/2024 4.43 4.26 4.28 4.25

2/28/2024 4.44 4.26 4.28 4.27

2/27/2024 4.50 4.32 4.34 4.31

2/26/2024 4.48 4.29 432 428

2/23/2024 4.45 4.28 4.28 426

2/22/2024 4.49 4.33 4.35 4.33

2/21/2024 4.43 4.30 4.33 4.32

2/20/2024 4.38 4.25 428 4.27

2/16/2024 4.43 4.29 4.31 4.30

2/15/2024 4.36 422 4.25 4.24

2/14/2024 4.38 4.25 4.27 4.27

2/13/2024 4.44 4.31 4.33 4.31

2/12/2024 4.25 413 416 417
2/9/2024 4.25 4.14 417 417
2/8/2024 4.22 412 4.15 415
2/7/2024 4.16 4.06 4.09 4.09
2/6/2024 414 4.03 4.07 4.09
2/5/2024 4.27 413 4.16 417
2/2/2024 4.14 3.99 4.02 4.03
2/1/2024 3.96 3.80 3.83 3.87

1/31/2024 4.05 3.91 3.95 3.99

1/30/2024 4.14 4.00 4.03 4.06

1/29/2024 4.10 3.97 4.02 4.08

1/26/2024 4.15 4.04 410 415

1/25/2024 412 4.01 4.07 4.14

1/24/2024 419 4,06 414 418

1/23/2024 4.16 4.06 4.1 414

1/22/2024 414 4.03 4.07 4.1
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Da|Iy Treasury Par Yield Curve Rates

1/19/2024
1/18/2024
1/17/2024
1/16/2024
1/12/2024
1/11/2024
1/10/2024
1/9/2024
1/8/2024
1/5/2024
1/4/2024
1/3/2024
1/2/2024
12/29/2023
12/28/2023
12/27/2023
12/26/2023
12/22/2023
12/21/2023
12/20/2023
12/19/2023
12/18/2023
12/15/2023
12/14/2023
12/13/2023
12/12/2023
12/11/2023
12/8/2023
12/7/2023
12/6/2023
12/5/2023
12/4/2023
12/1/2023
11/30/2023
11/29/2023

hitos://home.treasury. qaviresc;urce—center/data Chart cen‘ier/m‘teres’tw

4.18
4.13
412
4.02
3.92
4.02
4.10
4.09
4.11
417
4.14
4.07
4.09
4.01
4.02
3.97
4.05
4.04
4.06
4.06
415
415
413
4.09
4.18
442
442
4.45
4.31
4.33
4.33
4.40
4.31
4.48
4.40

4.08
4.04
4.02
3.95
3.84
3.90
3.99
3.97
3.97
4.02
3.97
3.90
3.93
3.84
3.83
3.78
3.89
3.87
3.87
3.86
3.94
3.94
3.91
3.90
4.00
423
425
4.24
411
412
4.14
4.23
4.14
4.31
422

412
4.10
4.07
4.01
3.91
3.95
4.01
4.00
3.99
4.04
3.99
3.92
3.95
3.88
3.84
3.81
3.91
3.92
3.91
3.88
3.96
3.97
3.94
3.93
4.04
4.24
427
428
4.16
4.16
4.20
4.30
422
4.38
428

415
414
410
4.07
3.96
3.98
4.04
4.02
4.01
4.05
3.99
3.91
3.95
3.88
3.84
3.79
3.89
3.90
3.89
3.86
3.93
3.95
3.91
3.92
4.04
420
4.23
4.23
4.14
4.12
418
4.28
422
4.37
427



11/28/2023
11/27/2023
11/24/2023
11/22/2023
11/21/2023
11/20/2023
11/17/2023
11/16/2023
11/15/2023
11/14/2023
11/13/2023
11/10/2023
11/9/2023
11/8/2023
11/7/2023
11/6/2023
11/3/2023
11/2/2023
11/1/2023
10/31/2023
10/30/2023
10/27/2023
10/26/2023
10/25/2023
10/24/2023
10/23/2023
10/20/2023
10/19/2023
10/18/2023
10/17/2023
10/16/2023
10/13/2023
10/12/2023
10/11/2023

4.49
4.60
4.67
462
4.60
4.62
4.64
4.59
4.68
4.56
4.80
4.80
4.77
4.65
4.64
4.72
4.62
4.78
4.76
4.90
4.87
4.84
4.89
4.98
491
4.89
4.93
5.01
5.03
5.01
4.87
4.80
4.82
4.73

4.29
4.38
4.49
4,44
4.41
4.44
4.45
4.43
452
4.42
4.66
4.65
4.65
4.51
453
4.60
4.49
4.65
4.67
4.82
4.80
4.76
4.79
4.89
4.82
4.81
4.86
4.95
4.92
4.86
4.72
4.65
4.69
4.59

4.36
4.43
4.51
4.46
4.44
4.46
4.47
4.47
4.56
4.45
4.69
4.68
468
4.54
4.58
4.66
4.55
468
475
4.89
4.88
4.83
4.86
4.98
4.86
4.87
4.93
5.00
4.95
4.88
4.74
4.66
4.73
4.61

4.34
4.39
4.47
4.42
4.41
4.42
4.44
4.45
4.53
4.44
4.63
4.61
4.62
4.49
4.58
4.67
4.57
4.67
4.77
4.88
4.88
4.84
4.86
4.95
4.83
4.86
4.93
4.98
4.91
4.83
4.71
4.63
4.70
4.58
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10/10/2023
10/6/2023
10/5/2023
10/4/2023
10/3/2023
10/2/2023
9/29/2023
9/28/2023
9/27/2023
9/26/2023
9/25/2023
9/22/2023
9/21/2023
9/20/2023
9/19/2023
9/18/2023
9/15/2023
9/14/2023
9/13/2023
9/12/2023
9/11/2023

9/8/2023
9/7/2023
9/6/2023
9/5/2023
9/1/2023
8/31/2023
8/30/2023
8/29/2023
8/28/2023
8/25/2023
8/24/2023
8/23/2023

hitps://home.treasury. qov/r@sourcc center/data chart~center/mterest~

4.74
4.87
4.82
4.85
4.95
4.88
4.80
4.83
4.89
4.84
4.83
4.80
4.85
4.82
4.79
4.74
4.72
4.68
4.64
4.66
4.64
4.68
4.66
4.73
4.65
4.57
4.54
4.57
456
4.69
4.72
4.69
4.64

4.62
4.75
4.68
4.72
4.80
4.72
4.60
4.62
4.67
4.62
4.62
4.57
4.61
4.52
451
4.46
4.45
4.42
4.39
4.41
4.40
4.39
438
4.44
437
4.29
4.23
4.27
4.26
438
4.44
439
436

4.66
4.79
4.73
4.75
4.84
4.73
4.61
4.63
4.69
4.62
4.61
4.53
4.57
4.46
4.47
4.41
4.41
4.38
434
436
437
435
435
439
4.35
4.27
4.19
4.22
421
4.32
4.37
4.34
4.30

4.66
4.78
4.72
4.73
4.81
4.69
4.59
4.59
4.61
4.56
4.55
4.44
4.49
4.35
4.37
4.32
4.33
4.29
4.25
4.27
4.29
4.26
4.27
4.30
4.27
4.18
4.09
4.12
4.12
4.20
4.25
4.23
4.19
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8/22/2023 4.75 4.49 4.44 4.34
8/21/2023 4.70 4.46 4.42 4.34
8/18/2023 4.63 4.38 4.34 4.26
8/17/2023 4.67 4.42 4.38 4.30
8/16/2023 4.68 4.42 4.37 4.28
8/15/2023 4.64 4.36 431 421
8/14/2023 4.64 4.36 4.29 4.19
8/11/2023 4.56 431 4.26 4.16
8/10/2023 4.47 4.21 4.17 4.09
8/9/2023 441 4.12 4.07 4.00
8/8/2023 4.36 4.10 4.06 4.02
8/7/2023 4.44 4.16 4.13 4.09
8/4/2023 4.45 4.15 4.10 4.05
8/3/2023 4.58 4.30 4.26 4.20
8/2/2023 4.54 4.24 4.17 4.08

8/1/2023 4.57 4.24 4.15 4.05




Selfdmsurance Reserve Guidelines

Chazapeake LEfHes Carpormton has estblished o zefinzurence rezenve o accountion

» Sxmenses mwsockHted with lesser inourmed rem our nakeral gas and sheetrie
diglrbuetion and bFznemicsion operations that ars net rembursabla by the
Company's insuranee camers of cowersd by anothar ragadstons mechanisr such
&3 a storm reserve (Pt ) awd

+ 2 porton gt the COmMEAny's MCreasing NSURNCE IeMaims 107 propery, CIsUaTy
and liabiltly covarsgs that a2 cowen by changing markst condions st sre o
exzess of those embedded in our base rates or test wear for rate proceadings thar
end in 3 settlement (Part Il

Fart [ Criteria

In regands fo oxpenses FseocEted wib Insses moumed from our natiral ges and slecic
<ztribution and tronsmizsion oparstons that are net retmburzable by e Company's
TIURGe SaArrerT o covered by another regulatery MmedEamizm sushk a2 Q ShoTy nesones,
These expenses Mmay be charges witkin e deductble level of e appieatlz policy.
charges excesding e policy Fmils fmcloding expenses), o chages lying culside of
policy ooverage, [L=. ssi-nsured).  Applesble losses Ee defmerd 3T COCUMERCES,
=3ccidents, or wrongful acts, excluding any fomn of pollution hat s not sudden or
sccidentl, wiich result in damags 1o the Company's poopettyw or it 3 clam of Takiay
against the Compamy or 2n svent that sesulte in' an unrecoveratie financal exposure.
Policy deductibles and Grts Wil vary By coversge  The Campany’s cxmant inguranos
program includes tha soliciss B iod below.

POLICY TYFE 3

Comnearcial Automobile Lty & Physical Damasge
Comraercial General Liabdity
Umbrella'Excass Liability
Property and Boiller-Machmery
Direcoes & -CTices Labilie
Ne=Cwined Aircrall Liability
Fiduciary Liatdry
Comprehensive Crime

Lreqt Insuran ce

Empfoym-nt Practices Liztimy
Cyber insuran ce

Warkers Compensation
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Ciher mew forme of imursnse 2wl 2s acditona type: of properrcssusitylial
HsurEnce tices whict: nay be purchased by the Company al soime fuluns dam Snall
S50 be SulEct [0 the Self-Insurancs Ressnnz.

In 2dditar to sharges for ciaims within: the gesucible @ excmedimg policy Tmits, charges
1o the Sef-lnsurance Rexeree may e permitted for self-msu red charges fying oubvide of
Tadizenal policy coverage for claims sxcesding S0C.000 per ioss.

Part [l Critoriz

In agdFtan e Part | criteria, charges to the Sefinsurance Reserve may incide increassc
oremizm costs incumed &y the Cempany bo szours adequate propsrly, casualy aad
bty coverage thaf anz in excess of tose embedded in our basa rates or st year for
s procsedings that end in = setdement in eack reguistory jurediction

Mensmurn Ealance Targets

Az of the =nd of ewary calersiar year, the Company targsts a Self-inzuramce Reserve
balance st nepressnts @t foet six snonths of the POC anhorzed sef-insurance
cxpanse. Howsvar, 3 Sgnificam clai of Sggrepaton of d@&ms, purssant to Par T above
naEve the potental to exceed me recorosd neserve liandty . The Company can deferthose
fosses in the resene for recowery 3t the meod base raie rroceeding through 2n adustment
of the annual swhorized selfinswance expense.

Effpotive: January T, I324




SCHEDULE

C-23
D-1a
D-1a Supplement
D-1b
D-2
D-3
D-4a
D-4a Supplement
D-4b
D-5
D-7
D-8
D-9
G-14
G-19a
G-19b
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Page 1 of 1
Witness Noah Russell's MFRs
TITLE WITNESS
Interest in Tax Expense Calculation Russell
Cost of Capital - 13 Month Average Russell
Cost of Capital - 13 Month Average With Adjusted Rate Russell
Cost of Capital - Adjustments Russell
Cost of Capital - 5 Year History Russell
Short-Term Debt Russell
Long-Term Debt Outstanding Russell
Long-Term Debt Outstanding Adjusted Russell
Reacquired Bonds Russell
Preferred Stock Outstanding Russell
Common Stock Data Russell
Financing Plans-Stock and Bond Issues Russell
Financial Indicators-Summary Russell
Interim Parent(s) Debt Information Russell
Interim Cost of Capital - 13 Month Average Russell
Interim Cost of Capital - Adjustments Russell
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Beth Keating g
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