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DATE: June 9,201 1 

TO: Office of Commission Clerk 

FROM: 

RE: Docket No.: 110003-GU 

Clarence J. Prestwood, Chief of Auditing, Office of Auditing and Performance C ) (  
Analysis 

Company Name: St. Joe Natural Gas Company, Inc. 
Company Code: GU610 
Audit Purpose: Purchased Gas Cost Recovery Clause 
Audit Control No: 11-005-1-1 

Attached is the final audit report for the Utility stated above. I am sending the Utility a copy of 
this memo and the audit report. If the Utility desires to file a response to the audit report, it 
should send a response to the Office of Commission Clerk. There were no confidential work 
papers associated with this audit. 

CJP/ir 
Attachment: Audit Report 

cc: Office of Auditing and Performance Analysis File 
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Purpose 

To: Florida Public Service Commission 

We have performed the procedures described later in this report to meet the agreed-upon 
objectives set forth by the Division of Economic Regulation in its audit service request dated 
January 7,201 1. We have applied these procedures to the attached summary exhibit prepared by 
St. Joe Natural Gas Company, Inc. (Utility) and to several of its related schedules in support of 
its filing for Purchased Gas Adjustment (PGA), Docket No. 110003-GU. 

This audit was performed following general standards and fieldwork standards found in 
Our report is based on the AICPA Statements on Standards for Attestation Engagements. 

agreed-upon procedures. The report is intended only for internal Commission use. 
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Objectives and Procedures 

Revenue 

Objectives: The objectives were to determine if the amounts reported by the Utility as purchased 
gas revenue were supported by its books and records for the period of January 2010 - December 
2010, and to determine that the correct PGA factors were used in calculating customer bills. 

Procedures: We recalculated sales revenue using approved PGA factors, and ensured that the 
PGA factors did not exceed the authorized gas recovery cap ordered in FPSC Order No. PSC-09- 
0732-FOF-GU, issued November 4, 2009. We traced total therms to the Utility’s billing register. 
We traced revenue amounts to the general ledger, and tested a sample of the 2010 customer bills 
to verify that the correct PGA factors were used. 

Expense 

Objective: The objective was to determine if the amounts reported by the Utility as purchased 
gas and transportation costs were supported by its books and records for the period of January 
2010 -December 2010. 

Procedures: We recalculated PGA gas and transportation costs. We traced PGA gas and 
transportation costs as reported in the Utility’s filing to the general ledger, and sampled 
transactions from the general ledger to supporting invoices. Audit Finding 1 addresses this issue 
further. 

True-up 

Objective: The objective was to determine if the PGA true-up and interest provision amounts 
reported by the Utility were supported by its books and records for the period of January 2010 - 
December 2010. 

Procedures: We recalculated the PGA true-up and interest provision for the period January 2010 
- December 2010, and verified beginning and ending true-up balances on the Utility’s Schedule 
A-2. We verified that the proper 30-day commercial paper rates were used in determining 
interest. We traced PGA true-up and interest amounts to the general ledger. The Total Actual 
True-up is understated due to a variance in PGA gas and transportation costs. Audit Finding 1 
addresses this issue further. 
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Audit Findings 

Finding 1: Purchased Gas and Transportation Costs 

Audit Analysis: We found a variance of $5,730 between the Utility’s general ledger and the 
filing for 2010. The Utility inadvertently omitted payroll costs in Account 871 - Distribution 
Load Dispatching, from PGA expenses for the months of January through March 2010. This 
caused expenses in the filing to be understated by $5,730. This understatement caused an 
immaterial overstatement of the interest calculation in the filing. 

Effect on the General Ledger: None 

Effect on the Filing: The filing amount for Purchased Gas and Transportation Costs should be 
increased by $5,730, 
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