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CITY OF PRINCETON

Naturally Home

March 25, 2014

Honorable Mayor and Members of the City Council
City of Princeton
Princeton, Texas

Dear Mayor and Council Members:

The Comprehensive Annual Financial Report (“CAFR”) of the City of Princeton, Texas, for the
year ended September 30, 2013, is submitted herewith.

Management assumes full responsibility for the completeness and reliability of the information
contained in this report, based upon a comprehensive framework of internal control that is
established for this purpose. Because the cost of internal control should not exceed anticipated
benefits, the objective is to provide reasonable, rather than absolute, assurance that the financial
statements are free of any material misstatements.

Conway Company CPAs, P.C. have issued an unqualified (“clean”) opinion on the City of
Princeton’s financial statements for the year ended September 30, 2013. The independent
auditor’s report is located in the beginning of the financial section of the CAFR.

This letter of transmittal is designed to complement Management’s Discussion and Analysis
(MD&A) and should be read in conjunction with it. The City’s MD&A can be found immediately
following the independent auditors’ report and provides a narrative introduction, overview and
analysis of the basic financial statements.

GENERAL INFORMATION — CITY OF PRINCETON

In the late 1870s T. B. Wilson and his brother George began farming near the site of future
Princeton. In 1881, the Missouri, Kansas and Texas Railroad Company extended its line from
Greenville to McKinney, passing through land owned by the brothers. The name Wilson’s Switch
was commonly used to designate the area but when the residents of the community applied for a
post office branch, they learned that the name Wilson was already being used. The name
Princeton was then selected, to honor Prince Dowlin, a landowner and promoter of the town.
This name was accepted and a post office was established in 1888.

Princeton is a rapidly growing city in Collin County, Texas. Princeton is located in northeast
Collin County between the cities of McKinney and Greenville on U.S. Highway 380. Collin County
is currently one of the fastest growing counties in Texas.

Princeton is approximately 30 miles northeast of Dallas and 38 miles from DFW International
Airport. The recently renamed McKinney National Airport is 6 miles southwest of Princeton and is
the home of the largest and most active corporate flight department in the Dallas area.

The City is continuing to grow as the economy recovers over the past year, and several
residential developments have started construction on new lots. There are several commercial
projects including Big Box Retail, Aerospace and some low impact manufacturing facilities that
are being reviewed for construction in the near future.



The population of 7,469 for 2013 and 8,679 projected in 2014 shows a steady growth according
to North Central Texas Council of Governments.

The City of Princeton is a political subdivision and operates under the General Law type “A” form
of government. Policy-making and legislative authority are vested in the governing council, which
consists of a Mayor and five-member council. .

The financial reporting entity (the government) includes all the funds of the primary government.
The government provides a full range of services, including police protection and a combination
paid and volunteer fire department; sanitation services; community development; code
enforcement; two public parks and a city library; the construction and operation of water, sewer,
drainage, solid waste services, streets and infrastructure; and cultural events.

ECONOMIC CONDITIONS AND OUTLOOK

Princeton is located in the eastern part of Collin County, approximately six miles east of U.S.
Highway 75, that connects Dallas to Oklahoma and on U.S. 380 the primary regional
transportation artery that connects Texas to New Mexico on the west and to I-30 on the east. The
City is approximately thirty-eight miles from DFW International Airport, which is centrally located
between Dallas and Ft Worth.

The neighboring City of McKinney, Texas is located immediately west of Princeton. The City of
McKinney has experienced remarkable growth over the past ten years, growing to over 149,000
residents. This growth has extended to the east into Princeton and development has been steady
and slightly increasing over the past year. Since 1980, Collin County has been a growth center in
the state, moving north and reaching Princeton and other small cities over the past decade.

Economic/Tax Base

¢ Both the City and the school district have completed major infrastructure projects over the
last few years. The following is a summary of the recent economic development:

e 22 Commercial Certificate of Occupancies have been issued to new businesses since
October 2012.

e The Plans are being reviewed for Abby Crossing at Forest Grove for the development of
211 single family homes.

e The old historic Princeton downtown area is being redeveloped with a current 90%
occupancy. Taco Bell completed a new restaurant on Princeton Dr.

e The Community Development Corporation has constructed a new parking area and park
adjacent to the Veterans Memorial Park downtown that serves the new downtown
businesses.

o The City has constructed a new library building, also in the historic downtown area.

e An annexation of 185 acres and the design of a planned development named Princeton
Junction was completed at the South West corner of CR400 and CR 447

e The Economic Development Corporation is negotiating with Aero LAMH LLC to locate an
aerospace manufacturing facility on CR 400 on the PEDC property



Building Permits and Development

FY 2012-2013  Combined building permits 116 permits $19,637,654 value
FY 2012-2013  Residential building permits to-date 55 permits $9,739,934 value

Residential development is expected to increase in 2014 and is showing signs in the first quarter.
Non-residential development is likely to increase due to the completion of City infrastructure
projects and the completion of the school district projects. Property Values have had a slight
increase in 2013 and will likely hold fairly steady due to the state of the current economy.
Accomplishments:

e Monte Carlo Blvd reconstruction Phase 2 was completed and has opened up the North West
portion of the city for new home sites.

e The City completed a Gas line serving the West side of the City for approximately 4 miles.

e Boundary roads CR. 400, 492, 408 & 456 in partner with Collin County have been
reconstructed.

e The PISD finished the construction on a Vocational Agricultural Center and additional lecture
halls that will be utilized by several school districts in Collin County.

e The PISD has submitted plans and will be constructing elementary school #4 to handle the
growth projected for Princeton.

e The City continues to add enhancements in the old historic Princeton downtown area with new
businesses and a new sidewalk, additional parking.

Projects under construction of development:
e Abby Crossing at Forest Grove subdivision

e Phase 2 at Villas of Monte Carlo subdivision
o New office building on Brown Street related to Clock Tower Plaza Development

FINANCIAL INFORMATION

Accounting Procedures and Budgetary Controls

The City’s accounting records for general government are maintained on a modified accrual
basis, with revenues being recorded when available and measurable, and expenditures being
recorded when the services or goods are received and the liabilities are incurred. Accounting
records for the City’s water and sewer utility and other proprietary activities are maintained on the
accrual basis.

In accordance with the City’s Budget Policy, the budgetary process begins each year with the
preparation of both current and proposed year revenue estimates by the City’s Director of
Finance, and expenditure estimates by each City department. Budgets are reviewed by the City
Manager and the Director of Finance, a preliminary draft of the proposed budget is submitted to
the Mayor for review. Following the Mayor’s review the draft budget is referenced during budget
workshops. It is the responsibility of the Mayor to present the city’s annual operating budget to
the City Council for their approval.



As part of each year's budget development process, departments are required to update
expenditure estimates for the current fiscal year. These estimates are reviewed by the City
Manager, Director of Finance, and the City Council concurrent with review of the proposed
budget. This re-estimated budget may require a supplemental appropriation and, if so, such
supplemental appropriation is approved by ordinance adopted by the City Council prior to the end
of the current fiscal year. The legal level of budgetary control is maintained at the fund level —
budget amendments increasing total expenditures within a fund require formal approval by the
City Council.

It is the goal of the City to achieve and maintain an unassigned fund balance in the General Fund
equal to 20% of maintenance and operation expenditures. If unassigned fund balance falls below
the goal or has a deficiency, the City will implement a plan to restore the 20% of maintenance and
operation expenditures to unassigned fund balance reserves.

During the course of the fiscal year, expenditure controls are maintained by each department
head with overall review exercised by the Director of Finance. Monthly departmental
expenditures are generated by an automated management accounting system and provide
expenditure totals for the most recently completed month, as well as a year-to-date total, and an
actual versus planned rate of expenditure. Major expenditure requests are approved by the City
Council when the budget is approved.

The objective of these controls is to regulate expenditures to be in accordance with the budget

and the directives of the City Council. These controls are inherently limited by the segregation of
duties of a small government.

General Governmental Functions

Tax Rates: All eligible property within the City is subject to assessment, levy, and collection by
the City of a continuing, direct ad valorem tax sufficient to provide for the payment of principal and
interest on outstanding bonds within the limits prescribed by law, and the payment of operation
and maintenance costs as approved by the City Council. The City’s tax rate history as adopted
by the City Council is shown below:

Tax Rate
2009-2010  0.728394
2010-2011 0.728394
2011-2012  0.728394
2012-2013  0.756932
2013-2014  0.738999

OTHER INFORMATION

Independent Audit: The City of Princeton has engaged the firm of Conway Company CPAs, P.C.
to perform the annual audit and their opinion has been included in this report. It should be noted
that the auditors included all funds in their audit, performed their audit in accordance with
generally accepted auditing standards, and stated that, in their opinion, the statements herein
present fairly, in all material respects, the financial position of the City at September 30, 2013 and
the changes in financial position and cash flows of its proprietary fund for the year then ended in
conformity with accounting principles generally accepted in the United States of America.
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Member
Toll Free (800) 594-7951 PO Box 8234 American Institute of CPAs
Metro (903) 450-1200 Greenville, Texas 75404-8234 Texas Society of CPAs

March 25, 2014
INDEPENDENT AUDITOR’S REPORT

Mayor and City Council
City of Princeton

123 W Princeton Drive
Princeton, TX 75126

Mayor and City Council:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Princeton (“City”) as of and for the year ended September 30, 2013, and the related
notes to the financial statements, which collectively comprise the City’s basic financial statements as listed in the
table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatements, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

1021 Park Street 8910 Wesley Street 603 South Goliad Street
Commerce, Texas 75428 Greenville, Texas 75402 Rockwall, Texas 75087
Office (903) 886-2123 Office (903) 455-9898 Office (972) 771-1065

Fax (903) 886-6580 Fax (903) 454-3181 Fax (972) 771-1022



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the City of Princeton as of
September 30, 2013, and the respective changes in financial position and, where applicable, cash flows thereof
for the year then ended in conformity with accounting principles generally accepted in the United States of
America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis on pages 5 — 15 and the Schedule of Pension Trust — TMRS Funding Progress and
Contributions on page 59 be presented to supplement the basic financial statements. Such information, although
not a part of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquires of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquires, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Princeton, Texas’ basic financial statements. The introductory section, individual fund
financial statements and schedules, and statistical tables listed in the table of contents are presented for purposes
of additional analysis and are not a required part of the basic financial statements. The introductory section,
individual fund financial statements and schedules, and the statistical section have not been subjected to the
auditing procedures applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 25, 2014, on our
consideration of the City of Princeton, Texas’ internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the City of Princeton, Texas’ internal control over financial reporting and
compliance.

Respectfully submitted,
CONWAY COMPANY CPAs, P.C.

5””7 W%,/.ﬂc

1021 Park Street 8910 Wesley Street 603 South Goliad Street
Commerce, Texas 75428 Greenville, Texas 75402 Rockwall, Texas 75087
Office (903) 886-2123 Office (903) 455-9898 Office (972) 771-1065

Fax (903) 886-6580 Fax (903) 454-3181 Fax (972) 771-1022



CITY OF PRINCETON, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS

SEPTEMBER 30, 2013

As management of the City of Princeton, we offer readers of the City's financial statements this narrative
overview and analysis of the financial activities of the City for the fiscal year ended September 30, 2013.
We encourage readers to read the information presented here in conjunction with additional information that
we have furnished in the City's financial statements, which follow this section.

Financial Highlights

e The assets of the City exceeded its liabilities at the close of the fiscal year by
$15,004,401 (net position). Of this amount, $3,509,257, (unrestricted net position) may be used
to meet the City's ongoing obligations to the citizens and creditors. The restricted net position in
in the amount of $1,408,817 is restricted for repayment of debt, impact fee usage, capital
projects, PEG fees collected, and municipal court use.

* The government's total net position increased by $1,918,131, excluding prior period adjustments.
This is largely due to an increase in intergovernmental revenues from component units reimbursing
a portion of long-term debt and contributions from other governmental entities for street
infrastructure improvements in governmental activities.

« As of the close of the current fiscal year, the City's governmental funds reported combined ending
fund balances of $3,461,044, an increase of $616,525 in comparison with the prior year. The
increase in combined ending fund balances is attrituble to the decrease in outlay for capital
projects.

« At the end of the current fiscal year, the unassigned fund balance for the General Fund was
$8,211. This increase in unassigned fund balance was largely due to the increase in property
tax revenues and sales tax revenues collected.

« The City's total bonded debt increased by $935,734, or 6%, during the current fiscal year. The City
issued Series 2013 Tax Note for street improvements.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City of Princeton's basic financial
statements. The City's basic financial statements consist of three components; 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. The basic
financial statements present two different views of the City through the use of government-wide statements
and fund financial statements. In addition to the basic financial statements, this report contains other
supplemental information that will enhance the reader's understanding of the financial condition of the City of
Princeton.



CITY OF PRINCETON, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMBER 30, 2013

Basic Financial Statements

The first two statements (pages 19 - 21) in the basic financial statements are the Government-wide Financial
Statements. They provide both short and long-term information about the City’s financial status.

The next statements (pages 22 - 30) are Fund Financial Statements. These statements focus on the activities of
the individual parts of the City’s government. These statements provide more detail than the government-wide
statements. There are two parts to the Fund Financial Statements: 1) the governmental funds statements; and 2)
the proprietary fund statements.

The next section of the basic financial statements is the notes. The notes to the financial statements explain in
detail some of the data contained in those statements. After the notes, required supplemental information is
provided to show details about the City’s pension plan.

Government-wide Financial Statements

The government-wide financial statements are designed to provide the reader with a broad overview of the City’'s
finances, similar in format to a financial statement of a private-sector business. The government-wide statements
provide short and long-term information about the City’s financial status as a whole.

The statement of net position presents information on all of the City's assets, deferred outflows, liabilities, and
deferred inflows with the difference between the two reported as net position. Over time, increases or decreases in
net position may serve as a useful indicator of whether the financial position of the City is improving or deteriorating.

The statement of activities presents information showing how the government’s net position changed during the
most recent fiscal year. All changes in net position are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows.

Thus, revenues and expenses are reported in these statements for some items that will only result in cash flows in
future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave). Both the statement of net
position and the statement of activities are prepared utilizing the accrual basis of accounting.

The government-wide statements are divided into three categories: 1) governmental activities; 2) business-type
activities; and 3) component units. The governmental activities include most of the City’s basic services such as
public safety, parks and recreation, and general administration. Property taxes and state and federal grant and
contributions finance most of these activities. The business-type activities are those that the City charges customers
to provide services. These include the utility services offered by the City. The final categories are the component
units. The City includes two separate legal entities in its report — City of Princeton Community Development
Corporation (“CDC”) and the City of Princeton Economic Development Corporation (“EDC”). Although legally
separate, these component units are important and are included because of their financial relationships to the City.

The government-wide financial statements are on pages 19 - 21 of this report.

Fund Financial Statements

The fund financial statements provide a more detailed look at the City’'s most significant activities. A fund is a
grouping of related accounts that is used to maintain control over resources that have been segregated for specific
activities or objectives. The City of Princeton, like all other governmental entities in Texas, uses fund accounting to
ensure and reflect compliance (or non-compliance) with finance-related legal requirements, such as the General
Statutes or the City’s budget ordinance. All of the funds of the City can be divided into two categories:
governmental funds and proprietary funds.



CITY OF PRINCETON, TEXAS
MANAGEMENT DISCUSSION AND ANALYSIS (continued)
SEPTEMBER 30, 2013

Governmental Funds — Governmental funds are used to account for those functions reported as governmental
activities in the government-wide financial statements. Most of the City’s basic services are accounted for in
governmental funds. These funds focus on how assets can readily be converted into cash flow in and out, and what
monies are left at year-end that will be available for spending in the next year. Governmental funds are reported
using an accounting method called modified accrual accounting which provides a short-term spending focus. As a
result, the governmental fund financial statements give the reader a detailed short-term view that helps him or her
determine if there are more or less financial resources available to finance the City’s programs. The relationship
between government activities (reported in the Statement of Net Position and the Statement of Activities) and
governmental funds is described in a reconciliation that is a part of the fund financial statements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in government-wide financial statements. By doing so, readers may better understand the
long-term impact of the government’s near-term financing decisions. Both the governmental fund balance sheet and
the governmental fund statement of revenues, expenditures, and changes in fund balances provide a reconciliation
to facilitate this comparison between governmental funds and governmental activities.

The City adopts an annual budget for its General Fund, as required by the General Statutes. The budget is a legally
adopted document that incorporates input from the citizens of the City, the management of the City, and the
decisions of the Council about which services to provide and how to pay for them. It also authorizes the City to
obtain funds from identified sources to finance these current period activities. The budgetary comparison provided
for the General Fund demonstrates how well the City complied with the budget ordinance and whether or not the
City succeeded in providing the services as planned when the budget was adopted. The budgetary comparison
uses the modified accrual basis of accounting and is presented using the same format, language, and classifications
as the legal budget document. The comparison shows four columns: 1) the original budget; 2) the final budget as
amended by the council; 3) the actual resources, charges to appropriations, and ending balances in the General
Fund; and 4) the difference or variance between the final budget and the actual resources and charges. The
Governmental Fund financial statements can be found on pages 22 - 25 of this report. The General Fund budgetary
comparison can be found on pages 26 - 27.

Proprietary Funds — The City has one type of proprietary fund which is the Utility Fund. The City charges customers
for the services it provides, whether to outside customers or to other units within the City. These services are
generally reported in proprietary funds. Proprietary Funds are reported in the same way that all activities are
reported in the statement of net position and the statement of activities.

Proprietary Funds provide the same type of information as the government-wide financial statements, only in more
detail. The basic proprietary fund financial statements can be found on pages 28 - 30 of this report.

Notes to the Financial Statements — The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the financial
statements are on pages 31 — 56 of this report.

Required Supplementary Information — In addition to the basic financial statements and accompanying notes, this
report includes certain required supplementary information concerning the City’s progress in funding its obligation to
provide pension benefits to its employees.

New GASB Pronouncements

GASB Statement No. 60, “Accounting and Financial Reporting for Service Concession Arrangements” was issued to
improve financial reporting by addressing issues related to service concession arrangements (SCAs), which are a
type of public-private or public-public partnership. The implementation of this statement had no effect on the
financial statements.
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GASB Statement No. 61, “The Financial Reporting Entity: Omnibus; an amendment of GASB Statements No. 14
and No. 34" modifies certain requirements for inclusion of component units in the financial reporting entity and
clarifies the manner in which that determination should be made and the types of relationships that generally should
be considered in making the determination. The statement also amends the criteria for blending component units
and provides additional guidance for blending a component unit if the primary government is a business-type activity
and clarifies the reporting of equity interests in legally separate organizations. The implementation of this statement
had no effect on the financial statements.

The GASB has issued Statement No. 62, “Codification of Accounting and Financial Reporting Guidance Contained
in Pre-November 30, 1989 FASB and AICPA Pronouncement” incorporates into GASB’s authoritative literature
certain accounting and financial reporting guidance that is included in the following pronouncements issued on or
before November 30, 1989, which does not conflict with or contradict GASB pronouncements: Financial Accounting
Standards Board (FASB), Accounting Principles Board Opinions, and Accounting Research Bulletins of the
American Institute of Certified Public Accountants’ (AICPA) Committee on Accounting Procedures. The
implementation of this statement had no effect on the financial statements.

The GASB issued the following statements which will be effective in future years as described below:

GASB Statement No. 66, “Technical Correcitons-2012-an amendment of GASB Statement No. 10 and No. 62", will
be implemented by the City as required by GASB during the fiscal year ending September 30, 2014. This statement
improves financial reporting by resolving conflicting accounting and financial reporting guidance that could diminish
the consistency of financial reporting and thereby enhance the usefulness of the financial reports. This statement
amends Statement No. 10, “Accounting and Financial Reporting for Risk Financing and Related Insurance Issues”,
by removing the provision that limits fund-based reporting of an entity’s risk financial activities to the general fund
and the internal service fund type. This statement also amends Statement No. 62 by modifying the specific guidance
on accounting and operating leases. The implementation of this statement will not result in any changes to the
financial statements.

GASB Statement No. 67, “Financial Reporting for Pension Plans-an amendment of GASB Statement No. 25", will be
implemented as required by GASB during the fiscal year ending September 30, 2014. The objective of this
statement is to improve financial reporting by state and local government pension plans. The City is currently
evaluating potential changes to the financial statements as a result of the implementation of this statement.

GASB Statement No. 68, “Accounting and Financial Reporting for Pensions-an amendment of GASB Statement No.
27", will be implemented as required by GASB during the fiscal year September 30, 2015. The objective of this
statement is to improve accounting and financial reporting by state and local government pensions and improve the
decision-usefulness of information contributing entity financial reports and will enhance its value for assessing
accountability and interperiod equity by requiring recognition of the entire net pension liability and a more
comprehensive measure of pension expense. This statement establishes standards for measuring and recognizing
liabilities, deferred outflows of resources, and deferred inflows of resources, and expense/expenditures. Note
disclosure and required supplementary information requirement about pensions also are addressed. This statement
requires the liability of employers and nonemployer contributing entities to employees for defined benefit pensions
(net pension liability) to be measured as the portion of the present value of projected benefit payments to be
provided through the pension plan to current active and inactive employees that is attributed to those employees’
past periods of service (total pension liability), less the amount of the pension plan’s fiduciary net position. The City
is currently evaluating potential changes to the financial statements as a result of the implementation of this
statement.
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City of Princeton's Net Position

Governmental Business-Type Total Primary
Activities Activities Government
2013 2012 2013 2012 2013 2012
Current and other assets $ 4471323 $ 3253737 $ 2,691,237 $ 2433010 $ 7,162560 $ 5,686,747
Capital assets 12,646,035 11,213,519 12,449,936 12,741,346 25,095,971 23,954,865
Total assets 17,117,358 14,467,256 15,141,173 15,174,356 32,258,531 29,641,612
Long-term liabilities outstanding 7,342,395 6,133,050 9,138,895 9,332,357 16,481,290 15,465,407
Other Liabilities 188,998 353,801 583,842 533,134 772,840 886,935
Total liabilities 7,531,393 6,486,851 9,722,737 9,865,491 17,254,130 16,352,342
Net position:
Net investment in capital assets 6,626,161 5,151,105 3,460,166 3,572,269 10,086,327 8,723,374
Restricted 642,768 2,162,925 766,049 620,769 1,408,817 2,783,694
Unrestricted 2,317,036 666,375 1,192,221 1,115,827 3,509,257 1,782,202
Total net position $ 9585965 $ 7980405 $ 5418436 $ 5,308,865 $ 15,004,401 $ 13,289,270

As noted earlier, net position may serve over time as one useful indicator of a government's financial condition. The
assets of the City exceeded liabilities by $15,004,401 as of September 30, 2013.

Net investment in capital assets:

The City's net position increased by $1,715,131, including prior period adjustments, for the fiscal year ended
September 30, 2013. However a large portion, 67.22%, reflects the City's investment in capital assets (e.g. land,
buildings, machinery and equipment) less any related debt still outstanding that was issued to acquire those items.
The City uses these capital assets to provide services to citizens; consequently, these assets are not available
for future spending. Although the City's investment in its capital assets is reported net of the outstanding related
debt, the resources needed to repay that debt must be provided by other sources, since the capital assets cannot
be used to liquidate these liabilities.

Restricted net position:

Restricted net position represents 9.39%, that are subject to external restrictions on how they may be used, or by
enabling legislation. The restricted net position is comprised of (a) $93,436 for debt requirements, (b) $796,436
for state imposed restrictions, and (c) $518,945 for capital projects.

Unrestricted net position:
Unrestricted net position in the amount of $3,509,257 , or 23.4%, is available to fund City programs to citizens and
creditors.
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City of Princeton's Changes in Net Position

Governmental Business
Activities Activities Total
2013 2012 2013 2012 2013 2012
REVENUE:
Program Revenues:
Charge for Services $ 581,415 $ 509,797 $ 4,382,048 $ 3,694,915 $ 4,963,463 $ 4,204,712
Operating Grants and Contributions 1,015,344 213,574 - - 1,015,344 213,574
Capital Grants and Contributions 849,804 200,014 74,680 145,353 924,484 345,367
General Revenues:
Property taxes 2,131,994 2,072,551 - - 2,131,994 2,072,551
Franchise tax 189,738 225,711 - - 189,738 225,711
Sales and use tax 501,970 447,973 - - 501,970 447,973
Investment income 11,114 15,913 332 256 11,446 16,169
Donations-not restricted for specific purpose 8,800 7,135 - - 8,800 7,135
Miscellaneous 41,416 40,998 1,931 1,491 43,347 42,489
Total Revenues 5,331,595 3,733,666 4,458,991 3,842,015 9,790,586 7,575,681
EXPENSES:
Program Expenses:
General Government 704,619 541,838 - - 704,619 541,838
Public Safety 1,380,786 1,374,721 - - 1,380,786 1,374,721
Public Works 603,570 442,915 - - 603,570 442,915
Public Services and Operations 294,647 274,184 - - 294,647 274,184
Parks and Recreation 169,302 214,445 - - 169,302 214,445
Library 138,631 80,323 - - 138,631 80,323
Interest and Fiscal Agent Fees 262,039 289,026 - - 262,039 289,026
Water and Sewer - - 4,318,861 3,837,603 4,318,861 3,837,603
Total Expenses 3,553,594 3,217,452 4,318,861 3,837,603 7,872,455 7,055,055
Increase in Net Position before Transfers 1,778,001 516,214 140,130 4,412 1,918,131 520,626
Transfers (32,841) 609 32,841 (609) - -
Increase in Net Position 1,745,160 516,823 172,971 3,803 1,918,131 520,626
Net Position, beginning 7,980,405 7,671,424 5,308,865 5,531,057 13,289,270 13,202,481
Prior Period Adjustments (139,600) (207,842) (63,400) (225,995) (203,000) (433,837)
Net Position, ending $ 9,585,965 $ 7,980,405 $ 5,418,436 $ 5,308,865 $ 15,004,401 $ 13,289,270

The Governmental Activities consistently show an increase in net position. The Governmental revenues increased by $1,597,929, or 43%,
due to an increase in operating contributions. The increase is due, in part, because the Community Development Corporation agreed to
pay a portion of the General Obligation long-term debt which amounts to $861,293 in current year revenues.

The Business-type activities had an increase of $172,971, excluding prior period adjustments, in net position at fiscal year end. The

charge for services revenues increased $687,133, or 18.6%, and the business-type expenditures increased $481,258 or 12.5%. The City
had a slight increase in the number of customers that relates directly to the increase in utility charge for services revenues.
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Governmental-type activities - Governmental-type activities increased the City's net position
$1,745,160, excluding prior period adjustments. One key element of this increase is as follows:

Capital and operating grants and contributions in