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[Chesapeake Utilities Corporation Logo]
909 SILVER LAKE BOULEVARD
DOVER, DELAWARE 19904

March 28, 2008
DEAR STOCKHOLDERS:

The Annual Meeting of Stockholders of Chesapeake Utilities Corporation (the "Company") will be held at 9:00 a.m.
Eastern Daylight Time on Thursday, May 1, 2008, in the Board Room of PNC Bank, Delaware, 222 Delaware
Avenue, Wilmington, Delaware 19801, for the following purposes:

1. to elect three Class III Directors for three-year terms ending in 2011, and until their successors are elected and
qualified;

2. to consider and vote upon the ratification of the Company’s independent registered public accounting firm;
3. to consider a stockholder proposal that may be presented at the meeting; and
4. to transact such other business as may properly come before the meeting.

Stockholders of record at the close of business on Friday, March 14, 2008 will be entitled to vote at the meeting and at
any adjournment thereof.

You are cordially invited to attend the meeting. Whether you personally attend the meeting or not, it is important that
all of the Company’s shares of common stock that you own are represented at the meeting. Voting your shares via the
telephone or Internet, or returning your proxy card by mail will not prevent you from voting in person, but will assure
that your vote is counted if you are unable to attend the meeting. We recommend that you vote your shares using one
of the following convenient voting methods:

Voting by Telephone. The toll-free telephone number for voting is 1-800-652-8683. You will need to have your
proxy card available and should follow the instructions provided by the recorded message to vote your shares of
common stock. You may call within the United States, Canada and Puerto Rico at any time on a touch tone
telephone. Telephone voting is available 24 hours a day, seven days a week. Telephone voting facilities for
stockholders of record will close at 12:00 a.m. Eastern Daylight Time on Thursday, May 1, 2008. If you vote via the
telephone, you should not return your proxy card.

Voting by Internet. The website for internet voting is www.investorvote.com. You will need to have your proxy card
available and should follow the instructions on the secure website to vote your shares of common stock. Internet
voting is available 24 hours a day, seven days a week. Internet voting facilities for stockholders of record will close
at 12:00 a.m. Eastern Daylight Time on Thursday, May 1, 2008. If you vote via the Internet, you should not return
your proxy card.

Voting by Mail. If you complete, properly sign and date the accompanying proxy card and promptly return it in the
enclosed envelope, your shares will be voted as you direct.

Voting by Broker. If you own stock beneficially through a bank, broker or otherwise, the institution that holds your
shares will enclose telephone and internet voting instructions when sending our proxy statement to you, if these

voting methods are available through the institution.

By Order of the Board of Directors,
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Beth W. Cooper
Corporate Secretary

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE
STOCKHOLDER MEETING TO BE HELD ON MAY 1, 2008

This Proxy Statement and the Annual Report on Form 10-K are available at www.chpk.com/proxymaterials.
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[Chesapeake Utilities Corporation Logo]
909 SILVER LAKE BOULEVARD
DOVER, DELAWARE 19904

PROXY STATEMENT

GENERAL MATTERS

This Proxy Statement is furnished by the Board of Directors of Chesapeake Utilities Corporation (the "Company") in
connection with the solicitation by the Board of Directors of proxies to be voted at the Annual Meeting of
Stockholders to be held at 9:00 a.m. Eastern Daylight Time on Thursday, May 1, 2008, in the Board Room of PNC
Bank, Delaware, 222 Delaware Avenue, Wilmington, Delaware 19801, and at any adjournment thereof, for the
purposes set forth in the accompanying Notice of Annual Meeting of Stockholders. All stockholders of record at the
close of business on Friday, March 14, 2008 (the "Record Date") will be entitled to vote.

Solicitation of Proxies. Solicitation of proxies may also be made by personal interview, mail, telephone or e-mail by
our directors, officers and regular employees. We will request banking institutions, brokerage firms, custodians,
trustees, nominees and fiduciaries that are holders of record to forward the solicitation material to the beneficial
owners of shares of our common stock and we will reimburse them for reasonable expenses incurred. In addition, the
Company may engage professional proxy solicitors or other consultants. All costs of preparing, printing, assembling
and mailing this Proxy Statement and any other material used in the solicitation thereof, and all clerical and other
expenses of solicitation will be borne by the Company. Our directors, officers and regular employees will not receive
additional compensation for soliciting proxies. The Notice of Annual Meeting of Stockholders, this Proxy Statement,
and the enclosed proxy card are being sent or given to stockholders on or about March 28, 2008.

Signature of Proxies. You may vote your shares via the telephone or Internet, or you may complete, sign, date and
return the accompanying proxy card in the enclosed envelope. If you hold stock in your own name as a stockholder of
record and attend the Annual Meeting, you may deliver the completed proxy card in person. If you own stock
beneficially through a bank, broker or otherwise, you will need to obtain a valid proxy from the institution that holds
your shares of our common stock in order to vote the shares at the Annual Meeting.

An authorized officer voting shares on behalf of a corporation should sign the accompanying proxy card in the
corporate name and, immediately below this signature, indicate his or her name and title at the company. Agents,
attorneys, guardians or trustees submitting a proxy card on behalf of a registered stockholder should also indicate his
or her title following his or her respective signature. Stock may be registered in the name of two or more trustees or
other persons. If you own stock with multiple parties, each party should sign the accompanying proxy card where
appropriate. If stock is registered in the name of a decedent and you are an executor, or an administrator of the
decedent’s estate, you should sign the accompanying proxy card where appropriate, indicate your title following your
signature, and attach legal instruments showing your qualification and authority to act in this capacity.

Voting Instructions. Each proxy that is timely received, properly signed and not subsequently revoked, will be voted
at the Annual Meeting in accordance with the directions of the stockholder. If a proxy is incomplete or if you do not
provide instruction with respect to any of the following items, the proxy will be voted: 1) FOR the election of each
nominee to serve as a director of the Company; 2) FOR the ratification of the Company’s independent registered public
accounting firm; 3) AGAINST the stockholder proposal requesting the Board to consider the elimination of the
classified Board structure; and 4) pursuant to the discretion of the appointed Proxies for any other action properly
brought before the Annual Meeting. If you abstain or withhold your vote, your shares will be treated as not voted for
purposes of determining the approval of any matter submitted to the stockholders. Broker non-votes (when a broker
submits a proxy indicating that it does not have discretionary authority as to certain shares to vote on a particular
matter) will have no effect on the results of the vote on any matter set forth herein.
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Revocation of Proxies. You may revoke a vote submitted by proxy at any time before voting is declared closed at the
Annual Meeting. A proxy may be revoked by i) submitting another timely and later dated proxy by telephone; ii)
submitting another timely and later dated proxy by Internet; iii) delivery of a subsequent proxy executed by the same
person that executed the prior proxy; iv) delivery of a written statement to the Corporate Secretary of the Company
stating that the proxy is revoked; or v) attendance at the Annual Meeting and voting in person.

Voting Required for Approval. As of the Record Date, 6,806,487 shares of our common stock, the only outstanding
class of voting equity securities, were outstanding. Each share of common stock is entitled to one vote on each matter
submitted to a vote of stockholders. As of the Record Date, our executive officers and directors had the power to vote
approximately 4.52% of the outstanding shares of our common stock. The executive officers and directors have
advised us that they intend to vote their shares of common stock FOR Proposals 1 and 2 and AGAINST Proposal 3
contained herein, and to vote pursuant to the discretion of the appointed Proxies for any other action properly brought
before the Annual Meeting.

Quorum. A quorum for the transaction of business at the Annual Meeting requires the presence, in person or
represented by proxy, of the holders of a majority of the shares of common stock outstanding on the Record

Date. Votes cast in person or by proxy at the Annual Meeting will be tabulated by our Inspector of Elections and a
determination will be made as to whether a quorum is present. If you abstain or withhold your vote, your shares will
be treated as present and entitled to vote for purposes of determining the presence of a quorum. Broker non-votes will
be counted as present at the Annual Meeting for quorum purposes, but not voted.

Annual Report. The 2007 Summary Annual Report and 2007 Financial Information summary, covering our fiscal
year ended December 31, 2007, are enclosed herewith. These documents provide financial information to our
stockholders. They should not be deemed to be ““soliciting material” or to be “filed” with the Securities and Exchange
Commission (“SEC”) or subject to the liabilities of Section 18 of the Securities Exchange Act of 1934 (except to the
extent they are specifically incorporated by reference).
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PROPOSALS

ELECTION OF DIRECTORS (PROPOSAL 1)

At the conclusion of the Annual Meeting, the entire Board of Directors of the Company will consist of nine
directors. The Board is divided into three classes, with the directors of each class elected to serve three-year terms.

At the 2008 Annual Meeting, three Class III directors will be elected to serve until the 2011 Annual Meeting of
Stockholders and until their successors are elected and qualified. The Board of Directors has nominated the following
candidates for election to serve as directors: Thomas J. Bresnan, Joseph E. Moore and John R. Schimkaitis. These
directors were re-elected to the Board in 2005 to serve until this Annual Meeting. Walter J. Coleman will not seek
re-election pursuant to the age provisions set forth in the Company’s Bylaws.

Directors are elected by a plurality of the votes cast by the holders of the shares present in person or represented by
proxy at the Annual Meeting and entitled to vote for the election of directors. A proxy that withholds authority to vote
for a particular nominee will not count either for or against the nominee.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR EACH OF THE NOMINEES.

Information Concerning Nominees and Continuing Directors. The following information sets forth the principal
occupation and employment of each director and nominee, the name and principal business of the organization,
certain other affiliations, and additional business experience attained by each director and nominee during the past five
years. This information has been furnished to us by each nominee for election as a director and for each director
whose term will continue following the Annual Meeting.

Nominees for Election
Class III Directors (Terms Expire in 2008)

Thomas J. Bresnan (age 55): Mr. Bresnan served as Chief Executive Officer of New Horizons Worldwide, Inc., an
information technology training company, from 1999 to 2006. He served as President from 1992 to 2006 and as a
director from 1993 to 2006. During his tenure with New Horizons Worldwide, Inc., Mr. Bresnan also served as Chief
Operating Officer. Prior to his employment with New Horizons Worldwide, Inc., he was President of Capitol
American Life Insurance in Cleveland, Ohio. Mr. Bresnan began his professional career at Arthur Andersen and

Co. He has been a director of the Company since 2001.

Joseph E. Moore (age 65): Mr. Moore is a partner with the law firm of Williams, Moore, Shockley and Harrison,
LLP. He has previously served in numerous business and community capacities in the State of Maryland, including:
State’s Attorney for Worcester County; Attorney for Worcester County Board of Zoning Appeals; Attorney for the
Town of Berlin; and as a member of the Board of Governors of the State of Maryland Bar Association. Mr. Moore is
currently a member of the Board of Trustees of the Worcester Preparatory School in Berlin, Maryland and a director
of the Ocean City Museum Society, Inc. In addition, Mr. Moore serves as a director of Calvin B. Taylor Banking Co.,
and the Chairman of the Board of Zoning Appeals for the Town of Berlin. He has been appointed by the Maryland
Court of Appeals as Co-Chairman of the First Appellate Circuit Character Committee of the Maryland State Board of
Law Examiners. Mr. Moore is also a Fellow of the American College of Trial Lawyers. He has been a director of the
Company since 2001.

John R. Schimkaitis (age 60): Mr. Schimkaitis is President and Chief Executive Officer of Chesapeake Utilities
Corporation. He was appointed to serve as Chief Executive Officer in January 1999. He has served as President of the
Company since 1997. Mr. Schimkaitis previously served as President and Chief Operating Officer of the Company,
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and prior thereto as Executive Vice President, Senior Vice President, Chief Financial Officer, Vice President,
Treasurer, Assistant Treasurer, and Assistant Secretary of the Company. He has been a director of the Company since
1996.
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Continuing Directors
Class I Directors (Terms Expire in 2009)

Calvert A. Morgan, Jr. (age 60): Mr. Morgan was elected as Vice Chairman of the Board of Wilmington Savings Fund
Society, a principal subsidiary of WSFS Financial Corporation, in July of 2006. He also serves as a director of and
special advisor to WSFS Financial Corporation. Mr. Morgan is the retired Chairman of the Board, President and
Chief Executive Officer of PNC Bank, Delaware in Wilmington, Delaware. He has served in numerous business and
community board capacities, including: Chairman and member of Delaware Business Roundtable; advisory director
of the Wilmington Country Club; and trustee of Christiana Care Corporation. Mr. Morgan is a member of the
Delaware Economic and Financial Advisory Council. He has been a director of the Company since 2000.

Eugene H. Bayard (age 61): Mr. Bayard is a partner with the law firm of Wilson, Halbrook & Bayard in Georgetown,
Delaware. He has been a member of the firm since 1974. Mr. Bayard serves in numerous business and community
board capacities including: Delaware Wild Lands, Inc.; Delaware State Fair, Inc.; Harrington Raceway, Inc.; Delaware
Volunteer Firemen’s Association; the Southern Delaware Advisory Board for the Delaware Community Foundation;
O.A. Newton & Son Company; and J.G. Townsend, Jr. & Company. He has been a director of the Company since
2006.

Thomas P. Hill, Jr. (age 59): Mr. Hill retired in 2002 from Exelon Corporation in Philadelphia, Pennsylvania, where
he served as Vice President of Finance and Chief Financial Officer of Exelon Energy Delivery Company. Exelon
Corporation is an electric utility, providing energy generation, power marketing and energy delivery. Exelon’s
electricity generation is predominant in the Midwest and Mid-Atlantic. Prior to the PECO Energy and Unicom
Corporation merger, out of which Exelon Corporation evolved, Mr. Hill was Vice President and Controller for PECO
Energy, where he had been employed since 1970 in various senior financial and managerial positions. Mr. Hill serves
as a trustee of Magee Rehabilitation Hospital, Magee Rehabilitation Foundation, and the Art Institute of

Philadelphia. He also serves as a member of the Audit Committee for Jefferson Health System. Mr. Hill has been a
director of the Company since 2006.

Class II Directors (Terms Expire in 2010)

Ralph J. Adkins (age 65): Mr. Adkins has served as Chairman of the Board of Directors of the Company since 1997.
He previously served as Chief Executive Officer of the Company, a position he held from 1990 to 1999. During his
long-standing tenure with the Company, Mr. Adkins served as President and Chief Executive Officer, President and
Chief Operating Officer, Executive Vice President, Senior Vice President, Vice President, Treasurer and Chief
Accountant. Mr. Adkins is a former director of PNC Bank, Delaware, and former Chairman of Bayhealth
Foundation. He has been a director of the Company since 1989.

Richard Bernstein (age 65): Mr. Bernstein is the former owner, President, and CEO of BAI Aerosystems, Inc., located
in Easton, Maryland. BAI Aerosystems, a manufacturer of lightweight, low-cost Unmanned Aerial Vehicles, was
acquired by L-3 Communications Corporation in December 2004. Mr. Bernstein was also the major stockholder in
Lorch Microwave, which produces microwave components for the military and commercial communications
industries, prior to its acquisition by Smiths Group PLC in January 2006. Mr. Bernstein continues to be active in the
oversight of several private businesses in which he is a major stockholder. These include: REB Holdings, Inc., a
technology consulting company; Salisbury, Inc., a manufacturer of pewter and silver for the gift and premium
markets; and MaTech, Inc., a leading machining company. He is also a partner in the Waterside Village development
in Easton, Maryland. Mr. Bernstein is a trustee of Washington College and serves on the advisory board of M&T
Bank. He has been a director of the Company since 1994.

J. Peter Martin (age 68): Mr. Martin is the retired Founder, President and Chief Executive Officer of Atlantic Utilities
Corporation, a Miami, Florida diversified utility company that provided water, wastewater, natural gas and propane
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gas service to residential, commercial and industrial customers in several Florida counties. Mr. Martin founded
Atlantic Utilities Corporation in 1980 and remained with the Company until its sale to Southern Union Co. in 1997.
He is a Board of Governors member of the Snapper Creek Lakes Club, Inc. in Coral Gables, Florida. Prior to
founding Atlantic Utilities Corporation, Mr. Martin was President of Southern Gulf Utilities, Inc. in Miami, Florida.
He has been a director of the Company since 2001.

If, prior to the election, any of the nominees become unable or unwilling to serve as a director of the Company (an
eventuality that we do not anticipate), all proxies will be voted for any substitute nominee who may be designated by
the Board of Directors on the recommendation of the Corporate Governance Committee.

Class III Director Not Eligible For Re-Election (Term Expires in 2008)

Walter J. Coleman (age 73): Mr. Coleman retired in December 1995 as the Chief Executive Officer of Pyramid Realty
and Mortgage Corporation, a Florida diversified company involved in real estate, mortgages, insurance and business
brokerage. He is also the former Chairman of Real Estate Title Services, Inc., a title insurance and trust company. Mr.
Coleman is now Associate Professor in the Business and Economics Department at Florida Southern College and an
international business consultant and lecturer specializing in strategic management, entrepreneurship and governance.
Mr. Coleman is a director of the Central Florida Economic Development Board and was appointed to the Workforce
Development Board created under the Workforce Investment Act. He has been a director of the Company since 1992.

(remainder of page left intentionally blank)
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RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM (PROPOSAL 2)

Under the Audit Committee charter, the Audit Committee is responsible for the appointment and oversight of and the
approval of the compensation arrangements with the Company's independent registered public accounting firm. On
February 19, 2008, the Audit Committee approved the reappointment of Beard Miller Company LLP (“Beard Miller”) to
serve as the Company’s independent registered public accounting firm for 2008.

Although the New York Stock Exchange (“NYSE”) listing standards require that the Audit Committee be directly
responsible for selecting and retaining the independent registered public accounting firm, we are providing you with
the means to express your view on this matter. While this vote is not binding, in the event that stockholders fail to
ratify the appointment of Beard Miller, the Audit Committee will reconsider this appointment. Even if the
appointment is ratified, the Audit Committee, in its discretion may direct the appointment of a different independent
registered public accounting firm at any time during the year if the Audit Committee determines that such a change
would be in the best interests of the Company and its stockholders.

As reported in the 2007 Proxy Statement, on March 20, 2007, the Company notified PricewaterhouseCoopers LL.P
that the firm was dismissed as its independent registered public accounting firm effective as of that date. The reports
of PricewaterhouseCoopers LLP on the financial statements of the Company for the years ended December 31, 2006
and 2005 did not contain an adverse opinion or a disclaimer of opinion, nor were they qualified or modified as to
uncertainty, audit scope or accounting principle.

The Audit Committee solicited proposals from several public accounting firms to serve as the Company’s independent
registered public accounting firm, interviewed the firms, and on March 20, 2007 approved the selection of Beard
Miller to serve as the Company’s independent registered public accounting firm for 2007. Prior to the appointment as
its independent registered public accounting firm, the Company had not consulted Beard Miller on any matters or
events described in Item 304(a)(2) (i) and (ii) of Regulation S-K.

During the fiscal years ended December 31, 2006 and 2005, and in the subsequent interim period preceding the
dismissal of PricewaterhouseCoopers LLP there were no (a) disagreements (as described in Regulation S-K, Item
304(a)(1)(iv) promulgated under the Securities and Exchange Act of 1934, as amended) between the Company and
PricewaterhouseCoopers LLP on any matter of accounting principles or practices, financial statement disclosure, or
auditing scope or procedure, which disagreements, if not resolved to the satisfaction of PricewaterhouseCoopers LLP,
would have caused PricewaterhouseCoopers LLP to make reference thereto in their reports on our consolidated
financial statements for such periods, or (b) reportable events, as described under Item 304(a)(1)(v) of Regulation
S-K.

Representatives from PricewaterhouseCoopers LLP will not be present at the Annual Meeting.

Representatives from Beard Miller will be present at the Annual Meeting and be available to respond to appropriate
questions. They will not make a formal statement.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE RATIFICATION OF BEARD MILLER AS
THE COMPANY’S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR 2008.

(remainder of page left intentionally blank)
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STOCKHOLDER PROPOSAL (PROPOSAL 3)

A stockholder proposal has been received requesting that the Company change director terms from classified terms to
annual terms. Gerald R. Armstrong, 820 Sixteenth Street, No. 705, Denver, Colorado 80202-3227, a stockholder who
owns 131 shares of the Company’s common stock, has requested that the Company include the following proposal and
supporting statement in its Proxy Statement for the 2008 Annual Meeting of Stockholders. If properly presented, this
proposal will be voted on at the Annual Meeting. Voting on this matter would serve only as an advisory vote for the
Board to reconsider the classified Board structure. The proposal is set forth verbatim below.

RESOLUTION

That the shareholders of CHESAPEAKE UTILITIES CORPORATION request its Board of Directors to take the steps
necessary to eliminate classification of terms of the Board of Directors to require that all Directors stand for election
annually. The Board declassification shall be completed in a manner that does not affect the unexpired terms of the
previously-elected Directors.

STATEMENT

The proponent believes the election of directors is the strongest way that shareholders influence the directors of any
corporation. Currently, our board of directors is divided into three classes with each class serving three-year terms.
Because of this structure, shareholders may only vote for one-third of the directors each year. This is not in the best
interest of shareholders because it reduces accountability.

U. S. Bancorp, Associated Banc-Corp, Piper-Jaffray Companies, Fifth-Third Bancorp, Pan Pacific Retail Properties,
Qwest Communications International, Xcel Energy, Greater Bay Bancorp, North Valley Bancorp, Pacific Continental
Corporation, Regions Financial Corporation, CoBiz Financial Inc., Marshall & Illsley Corporation, and Wintrust
Financial, Inc. are among the corporations electing directors annually because of the efforts of the proponent.

The performance of our management and our Board of Directors is now being more strongly tested due to economic
conditions and the accountability for performance must be given to the shareholders whose capital has been entrusted
in the form of share investments.

A study by researchers at Harvard Business School and the University of Pennsylvania’s Wharton School titled
“Corporate Governance and Equity Prices” (Quarterly Journal of Economics, February, 2003), looked at the relationship
between corporate governance practices (including classified boards) and firm performance. The study found a
significant positive link between governance practices favoring shareholders (such as annual directors election) and
firm value.

While management may argue that directors need and deserve continuity, management should become aware that
continuity and tenure may be best assured when their performance as directors is exemplary and is deemed beneficial
to the best interests of the corporation and its shareholders.

The proponent regards as unfounded the concern expressed by some that annual election of all directors could leave
companies without experienced directors in the event that all incumbents are voted out by shareholders. In the
unlikely event that shareholders do vote to replace all directors, such a decision would express dissatisfaction with the

incumbent directors and reflect a need for change.

If you agree that shareholders may benefit from greater accountability afforded by annual election of all directors,
please vote “FOR” this proposal.

5
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BOARD OF DIRECTORS STATEMENT IN OPPOSITION

After careful consideration and thoughtful deliberation, the Board of Directors continues to maintain that it is not in
the best interests of the Company or its stockholders to change from classified terms to annual terms for

directors. The Company’s current classified Board structure complements the nature of our business and also supports
the Company’s long-term strategic focus. The stability provided under this structure is paramount to the continued
success of the Company.

For more than 30 years, our stockholders have benefited from the positive effects of a classified Board structure, as
evidenced by the payment of consecutive annual dividends to stockholders during this time. At any given time, a
majority of the Board has experience in the Company’s business and affairs. The continuity and stability made
possible under the classified Board structure have enabled our directors to obtain a solid historical perspective of the
Company, its operations and competitive environment. In addition, the Company has been able to attract and retain
highly qualified individuals whose skills and knowledge complement those of the incumbent directors. The
experience and qualifications of the Board as a whole are essential to its ability to make fundamental decisions for the
Company, execute long-term strategic plans, and augment the Company’s long-term growth opportunities. The impact
of this structure has been exemplified in the Board’s ability to make the necessary long-term utility capital investments
that have provided solid earnings growth and positioned the Company to achieve sustainable growth in the future.

The stockholder’s assertion that the classified Board structure diminishes director accountability to Company
stockholders is his personal opinion and is unfounded. The Board of Directors has remained steadfast in considering
the long-term effects of its decisions on stockholder value and not exclusively focusing on short-term profits. All
directors have fiduciary duties to act in good faith and in the best interests of the Company and its stockholders,
regardless of how often they stand for election. Therefore, contrary to the stockholder’s argument, declassifying the
Board would not increase the Board’s accountability to the Company’s stockholders.

A classified Board also affords the Company and its stockholders an additional measure of protection against hostile
and unsolicited takeover attempts that do not offer the greatest value to all stockholders. Absent a classified Board, a
potential acquirer could gain control of the Company by replacing a majority of the Board with its own slate of
nominees at a single annual meeting by a simple plurality of the votes cast, and without paying any premium to the
Company’s stockholders. Such an approach could be coupled with a proposal to have the new Board redeem the
Company’s shareholder rights plan, thus eliminating the rights plan as a means to ensure that all stockholders are
treated fairly. The existence of a classified Board encourages a potential acquirer to negotiate with the Board, giving
the Board additional time and bargaining power to negotiate a transaction that is in the best interests of the
stockholders and other constituencies. 1

Most importantly, in considering any takeover effort or other significant development concerning the Company, the
Board understands that its duty is to protect the interests of all of the Company’s stockholders. The Board intends to
discharge that duty to its utmost ability and will utilize the various defensive tactics available to it to resist any action
that the Board believes not to be in the best interests of all of the Company’s stockholders. The majority of the Board
is comprised of independent, non-management directors who will always put the interests of the stockholders first.

The stockholder’s reference to a correlation between annual election of directors and firm value is also

misleading. The stockholder has chosen one of many academic studies on this topic, each of which has different
criteria, weighting and conclusions.2 The cited academic study reviewed corporate governance provisions for more
than 1,500 companies, of which only a small percentage was comparable with the size and ownership of the
Company. A score was then given to each company based on these provisions (which were mostly anti-takeover),
then analyzed in relation to a performance measure called Tobin’s Q. The authors of the study do not suggest that a
causal relationship exists between value and any one of the 24 corporate governance provisions, much less a special
correlation between annual election of directors and firm value. In fact, the study stated that if the power provided by a

15
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classified board was used judiciously, it could possibly lead to an increase in overall stockholder wealth.3

Moreover, a different study was conducted in 2004 and used a broader index of 51 corporate governance

provisions. This study suggested that companies with classified boards have higher profit margins and higher
dividend yields. Furthermore, the study set forth that annual director terms is one of the seven governance factors, out
of the 51 reviewed, which is most often associated with “bad performance”.4

Election of directors by classes is a common practice that has been adopted by many companies, with a majority of the
companies comprising the 2007 Standard & Poor’s 1,500 Index currently having classified terms. The stockholder
selectively listed several companies that have taken steps to implement annual director terms. To the contrary,
stockholders of other companies have defeated such a proposal. Each such company made this decision in light of its
own particular financial and market circumstances.

The Board does not believe that the fact that some other companies have taken steps to remove their classified Board
structure is a persuasive reason for the Company to undertake the same initiative. The Board does, however, believe
that this proposal should be considered in connection with the nature of our business, corporate performance,
stockholder payouts, and future growth opportunities.

There are many benefits associated with having a classified Board structure, including, among other things, the ability
to retain experienced and qualified Board members. In addition, the classified Board structure provides a level of
protection for the Company’s stockholders. First, under this structure, stockholders are more likely to receive a higher
value in a hostile or unsolicited takeover attempt. Secondly, the classified Board structure enables stockholders to
remain confident that the Board will, at all times, have the necessary skills, knowledge, and experience to make
fundamental decisions on behalf of the Company. The background and experience of the entire Board are critical to
the Company remaining competitive in its current environment, continuing its long-term strategic focus, and making
the necessary long-term investments to ensure sustainable growth in the future.

Approval of this stockholder proposal would not result in the declassification of the Board. Rather, it would serve
only as an advisory for the Board to reconsider the classified Board structure. To change the structure of the
Company’s Board of Directors, the Board of Directors would have to ultimately conclude that the classified Board
structure should be changed and then present to the stockholders a proposal to amend the Company’s Amended and
Restated Certificate of Incorporation. The affirmative vote of at least 75 percent of the voting power of all
outstanding shares of the Company’s stock is required for the amendment to be effective.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE AGAINST THE STOCKHOLDER
PROPOSAL.

11In 2007, Midwest Air obtained 13 percent above the price its stockholders would have received from a hostile
takeover had Midwest Air not had a classified Board and stockholder rights plan. Additionally, target stockholders
of firms with classified boards receive a larger proportional share of the total value gains from a merger. Eric S.
Robinson, Classified Boards Once Again Prove Their Value to Shareholders in Recent Takeover Battle, Wachtell,
Lipton, Rosen & Katz (2007).

a
2Paul A. Gompers, Joy L. Ishii, Andrew Metrick, Corporate Governance and Equity Prices, Quarterly Journal of
Economics (2003).
3 Id. at p. 8.
4Lawrence D. Brown and Marcus L. Caylor, Corporate Governance and Firm Performance, Institutional Shareholder
Services (2004) at p. 30.
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BOARD OF DIRECTORS AND ITS COMMITTEES

Nomination of Directors. Our Bylaws permit stockholders to nominate candidates for election as directors. The
Company will consider all stockholder nominations for directors provided that each such nomination complies with
the provisions of the Company’s Bylaws and the Corporate Governance Committee’s charter.

The Corporate Secretary of the Company must receive director nominations by stockholders not less than 14 days nor
more than 80 days prior to the meeting at which directors are to be elected. Each nomination must be in writing and
set forth: (i) as to each nominee, (a) the name, age, business address and, if known, residential address of the nominee;
(b) the principal occupation or employment of the nominee; (c) the number of shares of the Company's stock
beneficially owned by the nominee; (d) the consent of the nominee to serve as a director of the Company if elected;
(e) a description of all arrangements or understandings among the stockholder and the nominee and any other person
or persons pursuant to which the nomination is to be made by the stockholder; and (f) any other information relating
to the nominee required to be disclosed in solicitations of proxies for election of directors, or otherwise required
pursuant to Schedule 14A under the Securities Exchange Act of 1934, as amended, and (ii) as to the stockholder
giving the notice, (a) the name and address of the stockholder, as they appear on the Company's books, and (b) the
number of shares of the Company’s stock beneficially owned by the stockholder.

The Corporate Governance Committee, whose duties include that of a nominating committee, will consider a
recommendation from a stockholder only if the information specified above is complete. The Corporate Governance
Committee will take the actions it deems necessary to appropriately identify and evaluate prospective

candidates. Generally, the Corporate Governance Committee will evaluate biographical information and other
background material for prospective candidates provided by the Board of Directors, management or others. Prior to
recommending a candidate, the Corporate Governance Committee will conduct an interview of selected candidates.

In considering whether to recommend a candidate, including any candidate recommended by a stockholder for
inclusion in the Board's slate of recommended director nominees for election by the stockholders, the Corporate
Governance Committee will consider the existing size and composition of the Board and apply the general criteria set
forth in the Corporate Governance Guidelines as well as any specific director selection criteria adopted by the
Corporate Governance Committee based on the Company’s circumstances at the time. The criteria specified by the
Corporate Governance Guidelines relate to a candidate's character, judgment, business experience or professional
background, knowledge of our business, community involvement, and availability and commitment to carry out the
responsibilities as a director of the Company (generally directors may not be directors of more than two public
companies in addition to the Company), as well as the candidate’s independence under applicable regulations and
listing standards. The specific director selection criteria include, but may not in all instances be limited to, the
following:

A proven track record of leadership in the person's particular field of expertise

Prior education or experience that enables the person to exercise sound business judgment on matters typically
encountered by the Company

A record of accomplishments that reflects a high level of achievement in the person's profession. In this regard, the
Board generally requires that a nominee shall be: currently serving, or shall previously have served, as a chief
executive officer, chief operating officer or chief financial officer of a major company; a distinguished member of
academia; a partner in a law firm or accounting firm; a successful entrepreneur; or hold a similar position of
significant responsibility

A background or experience that enables the person to represent or present differing points of view

A willingness to listen and work together in a collegial manner
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Possession of knowledge, experience and skills that will enhance the mix of the Board’s core competencies

The Corporate Governance Committee does not assign specific weights to these criteria, and not all of the criteria are
necessarily applicable to all prospective nominees. We believe that the backgrounds and qualifications of the
directors, considered as a group, should provide a significant composite mix of experience, knowledge and abilities
that will allow the Board to fulfill its responsibilities.

19



Edgar Filing: CHESAPEAKE UTILITIES CORP - Form DEF 14A

Committees of the Board. The standing committees of the Company are the Audit Committee, Compensation
Committee, and Corporate Governance Committee.

Audit Committee. The Audit Committee was established in 1976. The Board has adopted the written charter of the
Audit Committee, which can be viewed on our website at www.chpk.com. The charter is also available in print to any
stockholder upon request. As reflected in its charter, the Committee's responsibilities include the following: i)
appointment, retention, termination, compensation, and oversight of our independent registered public accounting
firm; ii) approval of all non-audit engagements of our independent registered public accounting firm; iii) review, along
with management and the independent registered public accounting firm, of the annual and quarterly financial
statements; and iv) supervision of the annual audit and our internal audit function. The Audit Committee held six
meetings during 2007. The current members of the Audit Committee are Thomas J. Bresnan, Chairman, Ralph J.
Adkins, Walter J. Coleman, Thomas P. Hill, Jr. and J. Peter Martin. Mr. Coleman will not seek re-election as a
director pursuant to the age provisions set forth in the Company’s Bylaws.

The composition of the Audit Committee is subject to independence and other requirements under the rules and
regulations promulgated by the SEC and the NYSE listing standards. The Board of Directors has determined that all
current members of the Audit Committee are “independent” and “financially literate” as those terms are defined in the
NYSE listing standards, and that the Audit Committee meets the composition requirements of the SEC and the NYSE
listing standards. Under the rules of the SEC, Messrs. Adkins, Bresnan and Hill qualify as “audit committee financial
experts” based on their experience and knowledge. Mr. Adkins is the former Chief Executive Officer of the
Company. During his long-standing tenure with the Company, Mr. Adkins held various executive positions, including
Treasurer and Chief Accountant. Mr. Bresnan previously served as Chief Executive Officer, President and Director of
New Horizons Worldwide, Inc. and as principal executive officer and principal financial officer of Capital American
Life Insurance and Capital American Financial, respectively. Mr. Bresnan also has six years of public accounting
experience. Mr. Hill previously served as Vice President of Finance and Chief Financial Officer of Exelon Energy
Delivery Company. Messrs. Adkins, Bresnan and Hill each satisfy the independence requirements for audit
committee members under the NYSE listing standards. None of the members of the Audit Committee serve on audit
committees of more than two other public companies.

Compensation Committee. The Compensation Committee was established in 1979. The Board has adopted the
written charter of the Compensation Committee, which can be viewed on our website at www.chpk.com. The charter
is also available in print to any stockholder upon request. As reflected in its charter, the Committee's responsibilities
include the administration of executive and director compensation policies and practices that are as follows: i)
consistent with our overall business strategy and objectives; ii) contribute to our ability to attract, retain, and motivate
executives and directors; and iii) appropriately link executive and director incentive compensation policies and
practices to the performance of the Company and the creation of stockholder value. The Compensation Committee
also administers our Cash Bonus Incentive Plan under which cash incentives are granted and our Performance
Incentive Plan under which performance-based equity awards are granted, as well as performs all other actions
necessary to ensure that required reports on compensation practices are included in the Company’s respective filings
with the SEC. The Committee has sole authority to retain, terminate, and approve retention terms, including fees, for
any consultant or other advisor it deems necessary to assist in the evaluation of executive and director

compensation. The Committee may not delegate their responsibilities for the oversight of executive and director
compensation to any other person or entity.

The Compensation Committee held seven meetings during 2007. The current members of the Compensation
Committee are as follows: Richard Bernstein, Chairman, Joseph E. Moore and Calvert A. Morgan, Jr. The NYSE
listing standards require that the Compensation Committee consist solely of independent directors. The Board of
Directors has determined that all current members of the Compensation Committee are "independent” as that term is
defined in the NYSE listing standards.
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Corporate Governance Committee. The Corporate Governance Committee was established in 1994 for the purpose of
reviewing and advising the Board on general corporate governance and structural matters. In 1998, this Committee
assumed the functions of the Nominating Committee. The Board has adopted the written charter of the Corporate
Governance Committee, which can be viewed on our website at www.chpk.com. The charter is also available in print
to any stockholder upon request. As reflected in its charter, the Committee's responsibilities include the following: i)
periodic review of our Corporate Governance Guidelines; ii) evaluation of the size and composition of the Board of
Directors; iii) development and recommendation to the Board of Directors of director eligibility guidelines; iv)
evaluation of director candidates; and v) annual evaluation of the Board of Directors’ performance.

The Corporate Governance Committee held five meetings during 2007. The current members of the Corporate
Governance Committee are as follows: Calvert A. Morgan, Jr., Chairman, Eugene H. Bayard and Joseph E.

Moore. The NYSE listing standards require that the Corporate Governance Committee consists solely of independent
directors. The Board of Directors has determined that all current members of the Corporate Governance Committee
are "independent” as that term is defined in the NYSE listing standards.

Meetings of the Board of Directors and Committees. The Board of Directors met nine times during 2007. Each
current director attended 75 percent or more of the aggregate of (i) the total number of meetings of the Board of
Directors, and (ii) the total number of meetings held by each committee of the Board on which he served. Directors
are strongly encouraged to attend our Annual Meetings. All of the current directors attended the 2007 Annual
Meeting of Stockholders.

Director Education. Newly elected directors participate in a director orientation program that is designed to provide
directors with additional background information on the Company and its businesses. In connection with this
program, directors are invited to participate in a tour of selected facilities of the Company. To further familiarize
directors with our operations, we conduct at least one Board of Directors meeting each year at a Company facility. In
addition, each director has access to publications that cover current Board-related topics. We encourage directors to
participate in continuing education opportunities, including attending events that are appropriate to the committees on
which they serve, as well as general Board topics.

DIRECTOR COMPENSATION

The Compensation Committee reviews director compensation annually to ensure the appropriate compensation
arrangements for non-employee directors, including the proper allocation of cash and non-cash compensation. The
Compensation Committee subsequently reports its findings and any recommendations to the Board of Directors to
assist in fulfilling its responsibility to approve all director compensation arrangements.

Prior to conducting its annual compensation review for 2007, the Compensation Committee received an internally
prepared analysis of non-employee director compensation data from publicly available proxy statements of peer
companies and published survey data from nationally recognized organizations that provide independent

research. The Compensation Committee reviewed this analysis and other factors including the responsibilities of the
non-employee directors, to assist in its determination of the appropriate compensation levels and mix for 2007. The
existing compensation levels in terms of annual stock and cash retainers, as well as meeting fees, were deemed
appropriate and therefore, not changed. The Committee solicited input from AON Consulting regarding the annual
retainer for the Chairman, and such retainer is set forth in our discussion below. The Compensation Committee will
likely utilize internal resources and published survey information in evaluating director compensation for 2008. The
Board of Directors may modify director compensation as it deems appropriate.

(remainder of page left intentionally blank)
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The following table reflects compensation paid to non-employee directors for services performed during 2007:

2007 Director Compensation

Fees Earned

or Paid in Stock
Cash Awards2,3 Total4,5
Namel $) &) $)
Ralph J.
Adkins 136,300 18,556 154,856
Eugene H.
Bayard 34,300 18,556 52,856
Richard
Bernstein 35,800 23,195 58,995
Thomas J.
Bresnan 34,800 23,1956 57,995
Walter J.
Coleman 34,800 18,556 53,356
Thomas P.
Hill, Jr. 34,800 18,556 53,356
J. Peter
Martin 34,800 18,556 53,356
Joseph E.
Moore 38,100 18,5566 56,656
Calvert A.
Morgan, Jr. 39,300 23,195 62,495

1 Mr. Schimkaitis is a named executive officer of the Company and does not receive any additional compensation for
his services as a director.

2 Pursuant to the Directors Stock Compensation Plan, each non-employee director received an award of stock, on
May 2, 2006, with a grant date fair value of $18,012 (600 shares based upon a price per share of $30.02). Each of
the three Committee Chairmen (Messrs. Bernstein, Bresnan and Morgan) received an additional award of stock on
May 2, 2006, with a grant date fair value of $4,503 (150 shares of common stock based upon a price per share of
$30.02). Each non-employee director received his applicable award for services performed from May 2, 2006
through May 2, 2007. Accordingly, the Stock Awards column reflects the value of four months of this award for
services performed in 2007.

Pursuant to the Directors Stock Compensation Plan, each non-employee director received an award of stock, on May
2,2007, with a grant date fair value of $18,828 (600 shares based upon a price per share of $31.38). Each of the
three Committee Chairmen (Messrs. Bernstein, Bresnan and Morgan) received an additional award of stock on May
2,2007, with a grant date fair value of $4,707 (150 shares of common stock based upon a price per share of

$31.38). Each non-employee director received his applicable award for services performed from May 2, 2007
through May 1, 2008. Accordingly, the Stock Awards column reflects the value of eight months of this award for
services performed in 2007.

These stock awards and all prior stock awards are fully vested in that they are not subject to forfeiture. The
table shows the expense recognized by the Company in 2007 pursuant to FAS 123R.
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The aggregate number of director stock awards outstanding at December 31, 2007, by director, were as follows: Mr.
Adkins — 2,400 shares; Mr. Bayard — 1,200 shares; Mr. Bernstein — 7,800 shares; Mr. Bresnan — 4,500 shares; Mr.
Coleman — 6,800 shares; Mr. Hill — 1,200 shares; Mr. Martin — 3,900 shares; Mr. Moore — 3,900 shares; and Mr. Morgan
— 5,100 shares. Mr. Schimkaitis, as an executive officer, does not receive any stock awards under the Directors Stock
Compensation Plan. We provide beneficial ownership information of Chesapeake stock for our directors under

Security Ownership of Certain Beneficial Owners and Management.

4 Directors do not participate in a pension plan or non-equity incentive plan.

5All director compensation has been properly reported in the 2007 Director Compensation Table. There is no
compensation that needs to be included in an All Other Compensation column.

61n 2007, two directors deferred their annual stock retainers via the Company’s Deferred Compensation
Program. Mr. Bresnan deferred 750 shares and Mr. Moore deferred 600 shares. Each director’s deferred stock unit
subaccount was credited with an equivalent value of deferred stock units equal to his respective stock
retainer. Additional units will be credited to their respective subaccounts on each date that a dividend is paid on the
Company’s common stock. At all times, each director has a 100 percent vested interest in the balance of his
respective deferred stock unit subaccount.

For the period between our 2007 and 2008 Annual Meetings of Stockholders, the Chairman of the Board, a
non-employee director, was paid an annual cash retainer of $100,000 for his services in that capacity. Each of the
Company’s non-employee directors, including the Chairman, received an annual cash retainer of $18,500 for his
service as a director. Each non-employee director, including the Chairman, was also paid $1,200 for each Board
meeting and $1,000 for each Committee meeting attended in person or by telephone. If however, a director attended
more than one meeting on the same day, he was paid as follows: (a) Board and Committee meeting on the sam