








Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of St. Joe Natural Gas Company, Inc. as of December 31, 2013 anc 12,
and the results of its operations and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.
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ST. JOE NATURAL GAS COMPANY, INC.
Notes to Financial Statements
For the years ended December 31, 2013 and 2012

Note 1  Organization and Basis of Presentation

Organiz ation

The St. Joe Natural Gas Company, Inc. (SJNG) provides natural gas to commercial and
residential customers in Gulf County and Mexico Beach areas under franchise agreements. The
company also operates a retail appliance sales and service business, and provides LP gas sales
and service to the geographic area. The company was founded in 1963.

Basis of Presentation

SING maintains its accounts in accordance with recognized policies prescribed or permitted by
the Florida Public Service Commission (FPSC). These policies conform with GAAP in all
matetial respects. The impact of the accounting guidance for the effects of certain types of
regulation has been minimal in the company’s experience, but when cost recovery is ordered
over a longer period of time than a fiscal year, costs are recognized in the period that the FPSC
recognizes them in accordance with the regulatory requirements. Natural gas rates are based on
the recovery of allowed costs incurred plus a reasonable rate of return on the regulatory base of
capital assets. The retail appliance and [P gas businesses are not regulated by the FPSC and
therefore rates and prices are not subject to the same recovery allowances and return on capital.

Note 2 Summary of Significant Accounting Policics

“ shand © 7 Equivalents

The SING reported cash and cash equivalents consist of cash on hand, cash on deposit, and a
money market account. Cash equivalents, when reported, consist of highly liquid investments
purchased with an original maturity date of three months or less. The carrying amount of cash
equivalents approximate fair value because of the short maturity of these instruments.

A ~ eivable

SING accounts receivable primarily consist of natural gas sales and transportation services,
appliance sales and service, and LP gas sales and  vice billed to residential and commercial

customers. Natural gas customers are billed monthly, appliance 1 and LP and
rvices billed when products are deliv . Receivables are stated at their gross vaiue, the

company does not use an allowance for doubtful accounts. The company policy is to require
deposits for gas sales, ordinarily bad debt amounts related to gas sales, if any, are not material
and are written off as incurred. Bad debts related to appliance sales and service are written off as
incurred.
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ST. JOE NATURAL GAS COMPANY, INC.
Notes to Financial Statements
For the years ended December 31, 2013 and 2012

Note 2 Summary of Significant Accounting Policies, continued

The authoritative guidance related to income taxes requires us to determine whether tax benefits
claimed or expected to be claimed on our tax return should be recorded in our financial
statements. Under this guidance, we may recognize the tax benefit from an uncertain tax position
only if it is more likely than not that the tax position will be sustained on examination by the
taxing authorities, based on the technical merits of the position. The tax benefits recognized in
the financial statements from such a position should be measured based on the largest benefit
that has a greater than 50% likelihood of being realized upon ultimate settlement. This guidance
also addresses derecognition, classification, interest and penalties on income taxes and
accounting in interim periods. There are no tax positions taken by the Company that would
require disclosure for the years ended December 31, 2013 and 2012.

We recognize accrued interest related to uncertain tax positions in interest expense and penalties
in operating expenses in the statements of income. As of December 31, 2013 and 2012, we did
not have a liability recorded for payment of interest and penaities associated with uncertain tax

positions.

We do not collect income taxes from our customers on behalf of governmental authorities. We
collect and remit various taxes on behalf of various governmental authorities.

Revenues

We record revenues when services are provided to customers. The regulated revenues are based
on rates approved by the Florida Commission. Our rate structure includes a volumetric rate
design that allows recovery of costs through gas usage. Revenues from sales and transportation
services are recognized in the same period in which the related volumes are delivered to
customers. Revenues from residential and certain commercial and industrial customers are
recognized on the basis ot scheduled meter readings.

C © fNat "GasS '

We charge our utility customers for natural gas consumed using natural gas cost recovery
mechanism set by the Florida Commission. Under these mechanisms, all prudently incurred
natnral oag costs are passed throt  to customers without markup, subject to r~—latory review.

in accordan  with the authoritative guidance for rate-regulated entiues, we defer or
accrue (that is. include as an asset or liability in the statements of financial position and exclude
from or include in the statements of income, respectively) the difference between the actual cost
of gas sold incurred and the amount of commodity revenue earned in a given period. such that no
operating margin is  ognized related to these costs. The deferred or accrued amount is either
billed or refunded to our customers prospectively through adjustments to the commodity rate.
Deferred natural gas costs are reflected as regulatory assets, and accrued natural gas costs are
reflected as regulatory habilities which are identified as purchased gas cost adjustment within
our statements of financial position.






ST. JOE NATURAL GAS COMPANY, INC.
Notes to Financial Statements
For the years ended December 31, 2013 and 2012

Note 2 Summary of Significant Accounting Policies, continued

T Vah nts

The carrying values of cash and cash equivalents, receivables, accounts payable, other current
assets and liabilities approximate fair value. There were no items measured at fair value on a

recurring basis.

Note 3 New Accounting Pronouncements

In February, 2013, the FASB issued guidelines regarding improved disclosures of significant
reclassifications out of AOCI and their corresponding effect on net income. The guidance is
effective tor reporting periods beginning on or after December 31, 2013. SING will adopt
guidance as required. [t will have no effect on SING’s results of operations, financial position or

cash flows.

Note 4  Natural Gas Sales

Natural gas sales to large commercial customers have declined over the past eight years due to
changes in the local industrial economy. Sales to small and large commercial accounts are

approximately 26% of total gas revenue for 2013 and 22% for 2012. The majority of natural gas
sales are to the residential market.

Gas Revenues

2013 2012
Residential $ 1,174,099 3 1,127,678
Large Commercial 302,185 219,952
Small Commercial o tnnoenn _onenen
Total b 1,9/7,113 b 1,440,389
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ST. JOE NATURAL GAS COMPANY, INC.
Notes to Financial Statements
For the years ended December 31, 2013 and 2012

Note 7 Deferred Credits, continued

SFAS7I1. income will be recognized for financial statement presentation the same as for
regulatory purposes. The income amount recognized for 2013 and 2012 was $50,922 annually .

Prepaid gas amounts 2013 mny
Florida Coast Paper Company, L1.C. $ 865,687 $ 916,609
Gulf Correctional Institute 27,402 . 27402
Total Q 202 NRQ e udnti

Note 8 Provision for Income Taxes

The provision for income taxes for the year ended December 31, 2013 and 2012 consist of the
following:

2013 N1

Current payable (receivable)

Federal $ -5 -
State - -

Deterred taxes
Federal . 2,372 (3,167)
State ‘ C 7 (6,559) (829)
(4,187) (3.996)

Estimated taxes paid
Federal - -
State

Deferred Tax Expense
Federal (2,372) 3,167
State 6,559 9
4,187 3,996

Provision for income taxes
Federal - -
State

Total provision for income taxes e a
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ST. JOE NATURAL GAS COMPANY, INC.
Notes to Financial Statements
For the years ended December 31, 2013 and 2012

Note 10 Employee Retirement Benefits

The authoritative guidance related to retirement benefits requires that we recognize all
obligations related to defined benetit retirement plans and quantify the plans’ funded status as an
asset or a liability on our statements of financial position. The guidance further requires that we
measure the plans’ assets and obligations that determine our funded status as of the end of the
fiscal year. We are alse required to recognize as a component of other comprehensive income
(OCT) the changers in funded status that occurred during the year that are not yet recognized as
part of net periodic benefit cost as explained in authoritative guidance related to retirement
benefits. The Company does not provide a qualified retirement plan or other postretirement

benefits to employees.
Note 11 Purchased Gas Costs Adjustments

The Florida Public Service Commission (FPSC) requires that the sale of gas be revenue neutral.
The Company is allowed to recover the costs of purchased gas through customer billings. Rates
are sel annually based on the projected cost of gas. The over or under recovery of gas costs must
be recorded, and rates adjusted accordingly in the subsequent year. The over and under recovery
does not generate deferred tax assets or liabilities. The purchased gas cost adjustments are
reported the same for financial and income tax reporting purposes. As of December 31, 2013
and 2012 the Company had purchased gas cost credit adjustment amounts of $17.510 and
$(25,277 ) respectively.

Note 12 Related Party Transactions

The line of credit disclosed in Note 6 is jointly owed to four individuals, three of whom are
officers of the company.

Note 13  Regulatory

The natural gas business segment of SING is regulated by the Florida Public Service
Commission. The FPSC has jurisdiction over rates, service, issuance of securities, safety,
accounting and depreciation practices and other matters. In general, the FPSC sets rates at a level
that allows SING to collect total revenues equal to their cost of providing service, plus a
reasonable return on regulatorv invested capital Currently SING is operating with a rate

ed by the FP on July 8§, . The authori a mon ity of 11%
with a range of plus or minus 100 basis points. The FPSC has ruled that the capital structure of
the Company shall consist of no more than 60% equity as a percentage of investor capital.

Note 14 Common Stock and Dividends

The Company did not declare dividends for the years ending December 31, 2013 and 2012. The
total shares of Company stock authorized, issued and outstanding as of December 31, 2013 are

667 shares at par value of $100 per share.
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ST. JOE N: L GAS COMPANY, INC.
Not nancial Statements
For the years ended December 31, 2013 and 2012

Note 15  Subsequent Events

In preparation of these financial statements, we have evaluated events and transactions for
potential recognition or disclosure through the date the financial statements were issued.
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‘ompz ST JOE NATURAL GAS COMPANY

Annual Status Report
Analysis of Plant in Service Accounts

|
|
|
|

or the rear Ended December 31, 2013 Page 2 of 2
Acct. 1t : Depr  Beginning ‘ | Ending
No. stion Rate Balance* i Additions | Retirements eclass.| Adjustments | Transfers | Balance*
(Contir 1) !
|
! i
| ‘
i \
l \
|
[ |
! |
|
!
i
Capital Recovery Schedules: [
Total Account 101* 6,649,645.60 | 115,738.41 33,641.22 0.00 0.00 0.00 | 6.731,742.7¢
Amortiz e Assets:
114 : n Adjustment
118 C ity Plant
C
Al lity Plant

Note: * The total beginning: en g balances mus

to acct. 101, Plant in Service, Line 3, Page 12.
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For e 1 eal Eliucu

Name of Respondent

ST JOE NATURAL GAS COMPANY, INC. Dec. °* 7n12
SUMMARY OF AFFILIATED TRANSFERS AND COST ALLOCATIONS

wiuuped by affiliate, list each contract, agreement, or other business transaction exceeding a cuinuraiive
amount of $300 in any one year, entered into between the Respondent and an affiliated business or financial
organization, firm, or partnership identifying parties, amounts, dates, and product, asset, or service involved.
(a) Enter name of affiliate.
(b) Give description of type of service, or name the product involved.
(c) Enter contract or agreement effective dates.
(d) Enter the letter "p" if the service or product is purchased by the Respondent: "s" if the service or

product is sold by the Respondent.
(e) Enter utility account number in which charges are recorded.
(f ) Enter total amount paid, received, or accrued during the year for each type of service or product listed

e ,\'Olumn AN Mim At At r\m,\unts V.L-An A~AmiAnA Ars I"”th receivﬂnl ~n v\rﬂ\l;rlt\rl.

harge for Year

Type of Service Relevant Contract p
Name of and/or or Agreement and or Account Dollar
Affiliate Name of Product Effective Date "g" Numl Amount
(a) FIN SN /d) /AN (f

NONE

Page so
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