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INDEPENDENT AUDITOR'S REPORT 

To the Commissioners 
Princeton Public Utilities Commission 
Princeton, Minnesota 55371 

Report on the Financial Statements 

133 4th St. NE, P.O. Box 206 
Staples, MN 56479 

218-894-1399 

We have audited the accompanying financial statements of the business-type activities and each major fund 
of the Princeton Public Utilities Commission, Princeton, Minnesota, component unit of the City of Princeton, 
Minnesota, as of and for the year ended December 31, 2020, and the related notes to the financial statements, 
which collectively comprise the Commission'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 U.S. generally accepted accounting principles; 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 misstatement, 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 U.S. generally accepted auditing standards and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. 
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 Commission'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 Commission'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. 
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Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the business-type activities and each major fund of the Princeton Public 
Utilities Commission, as of December 31, 2020, and the respective changes in financial position and cash 
flows thereof for the year then ended in accordance with U.S. generally accepted accounting principles. 

Otlter Matters 

Required Supplementary Information 

U.S. generally accepted accounting principles require that the management's discussion and analysis, which 
follows this letter, and the remaining required supplementary information, as listed in the table of contents, 
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 U.S. generally accepted auditing standards, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for consistency 
with management's responses to our inquiries, 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 Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated June 7, 2021, on 
our consideration of the Princeton Public Utilities Commission's 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 solely 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 the effectiveness of the Princeton Public Utilities Commission's 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 Princeton Public Utilities Commission's internal control 
over financial reporting and compliance. 

'Ill~,~ .J. -,/~~.el/. 
Staples, Minnesota 
June 7, 2021 
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PRINCETON PUBLIC UTILITIES COMMISSION 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

December 31, 2020 

FINANCIAL STATEMENTS OVERVIEW 

This discussion and analysis of the Princeton Public Utilities Commission's performance provides an 
overview of the Commission's activities for the year ended December 31, 2020. The information 
presented should be read in conjunction with the financial statements and the accompanying notes to 
the basic financial statements. 

The Princeton Public Utilities Commission follows the Uniform System of Accounting prescribed by 
the Federal Energy Regulatory Commission. The financial statements are prepared on the accrual 
basis of accounting in accordance with U.S. generally accepted accounting principles. The financial 
statements include the Commission-wide financial statements: statement of net position and statement 
of activities; and the fund financial statements: statement of net position; statement of revenues, 
expenses and changes in fund net position; and the statement of cash flows. 

The statement of net position provides information about the nature of assets, deferred outflows of 
resources, liabilities, and deferred inflows of resources of the Princeton Public Utilities Commission as 
of the end of the year. The statement of activities and the statement ofrevenues, expenses and changes 
in fund net position reports revenues and expenses for each utility for the year. The statement of cash 
flows reports cash receipts, cash payments, and net changes in cash resulting from operating, non
capital related, capital and related financing activities, and investing activities. 

FINANCIAL HIGHLIGHTS 

The following table summarizes the financial position of the Princeton Public Utilities Commission as 
of December 31: 

Condensed statement of net position 
2020 2019 

Capital assets - net $ 14,095,033 $ 14,605,560 
Current assets 7,406,237 7,417,219 
Noncurrent assets (restricted) 1,187,520 1,181,93] 

Total assets 22,688,790 23,204,710 

Pension plan defennents - PERA 85,380 86,193 

Total assets and deferred outflows of resources $ 22,774,170 $ 23,290,903 

Current liabilities $ 1,783,599 $ 1,786,418 
Long-tenn liabilities 
Other long-tem1 liabilities 3,455,057 4,447,584 
Net pension liability 1,001,243 917,778 

Total liabilities 6,239,899 7,151,780 

Deferred credits rate stabilizlttion 1,211,898 1,307,198 
Pension plan defemients - PERA 62,929 220,445 
Defen-ed solar subscriptions 10,159 11,852 

Total deferred inflows ofresources 1,284,986 1,539,495 

Total liabilities and deferred inflows of resources $ 7,524,885 $ 8,691,275 

Net position 
Net investnient in capital assets $ 9,789,033 $ 9,371,560 
Restricted for debt service 1,187,520 1,181,931 
Unrestricted 4,272,732 4,046,137 

Total net position $ 15,249,285 $ 14,599,628 
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Condensed statement of net position highlights are as follows: 

The assets of the Public Utilities Commission exceeded liabilities at the close of 2020 in the amount of 
$15,249,285 (net position). This is an increase of $649,657 over net position at the close of 2019. The 
largest portion of Princeton Public Utilities net position reflects its investments in capital assets ( e.g. 
buildings, structures and improvements, generating plant equipment, water treatment equipment, 
distribution lines and mains, meters, transportation and power operated equipment) less the related 
debt used to acquire those assets that is still outstanding. 

Net capital assets decreased $510,527. This investment in capital assets includes the electric 
distribution system and generating plant building and equipment and the water distribution system, 
wells, towers and water treatment facilities. The biggest increases in capital assets were in the electric 
department for continued electric upgrades that increased the system voltage from 4,160 V to 12,470 V 
and new AMI meters. The net decrease in net capital assets is due to the excess of depreciation over 
additions. 

Current assets decreased $10,982. Current assets consist of cash and working funds, temporary 
investments (maturities of one year or less), accounts receivables, inventories, and prepayments. 

Non-current assets increased $5,589. Non-current assets consist of restricted cash for bond covenant 
requirements. 

Deferred outflows of resources reported by the Commission are pension plan deferments for PERA, 
which decreased $813. The Commission's balance is a result of differences between expected and 
actual economic experience, changes of actuarial assumptions, changes in proportion, and from 
contributions to the plan subsequent to the measurement date and before the end of the reporting 
period. 

Current liabilities decreased $2,819. Current liabilities consists of accounts payable, customer meter 
deposits on hand, due to City and current maturities of bonds. 

Long-term liabilities decreased by $911,881, due to the principal payments made to long-term debt and 
changes in compensated absences and net pension liability. 

Deferred inflows of resources reported by the Commission decreased by $254,509. Deferred credits 
(revenue), which represent rate stabilization, decreased. Rate stabilization is a result of deposits made 
to the Commission's rate stabilization account, which may be used to meet unanticipated increases in 
revenue requirements in subsequent periods. In 2020, $95,300 was transferred from the rate 
stabilization account to minimize rate impacts on customers. Another type of deferred inflow of 
resources reported by the Commission are pension plan deferments for PERA, which decreased by 
$157,516. The Commission's balance is a result of the difference between projected and actual 
economic experience, projected and actual earnings on pension plan investments, changes in actuarial 
assumptions, and due to changes in the Commission's proportionate share of contributions. The last 
type of deferred inflow of resources reported by the Commission are deferred solar subscriptions, 
which decreased by $1,693. The Commission gives customers an option to purchase solar panel 
subscriptions for 5, 10 or 20 years for which they pay the entire subscription in the first year. 
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The following table summarizes revenues, expenses, and changes in net position of the Public Utilities 
Commission for the years ended December 31 : 
Condensed statement of revenues, expenses and changes in net position 

2020 2019 

Electric 
Operating revenues, electric sales $ 6,530,012 $ 6,655,093 
Other electric operating revenues 594,199 843,547 

Total electric operating revenues 7,124,211 7,498,640 
Operating expenses 6,734,782 6,989,126 

Total electric operating income 389,429 509,514 
Other electric income 87,760 88,815 
Other electric expense (90,131) (134,778) 

Change in net position, electric 387,058 463,551 

Water 

Operating revenues, water sales $ 1,256,847 $ 1,241,026 

Other water operating revenues 44,791 63,506 

Total water operating revenues 1,301,638 1,304,532 
Operating expenses 964,391 929,433 

Total water operating income 337,247 375,099 
Other water income 19,083 25,354 
Other water expense (93,731) (124,375) 

Oiange in net position, water 262,599 276,078 

Total all funds 

Operating revenues $ 8,425,849 $ 8,803,172 
Operating expenses 7,699,173 7,918,559 

Total operating income 726,676 884,613 
Other income 106,843 114,169 
Other expense (183,862) (259,153) 

Total change in net position 649,657 739,629 
Net position - beginning 14,599,628 13,859,999 
Net position - ending $ 15,249,285 $ 14,599,628 

Condensed statement of revenues, expenses, and changes in net position highlights are as follows: 

Electric-
2020 Compared to 2019 

Revenue from electric sales decreased in the amount of $125,081. Residential electric sales increased 
due to customers staying home during the COVID-19 pandemic, however commercial sales decreased 
due to many businesses either being shut down completely or operating at limited capacity. Other 
electric operating revenue decreased $249,348. This decrease was the result of a decrease in 
reimbursements from Southern Minnesota Municipal Power Agency (SMMPA) due to a decrease in 
residential, commercial and low-income rebates and also a one-time rate stabilization refund from 
SMMP A. Other operating revenue also consists of life-of-unit diesel (which includes operating and 
maintenance costs of the generation plant) and quick start payments received from Southern Minnesota 
Municipal Power Agency (SMMPA). These revenue accounts are explained in detail in Note 5. 

Overall electric operating expenses decreased $254,344 in 2020, broken down as follows: 
administrative and customer account expenses decreased $134,538, power production and distribution 
expenditures decreased $104,117, and depreciation costs decreased by $15,689. 
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Other income decreased $1,055 due to a decrease in interest income and miscellaneous income. Other expense 
decreased by $44,647, as the interest expense paid on long-term debt decreased $15,590, interest expense paid 
on customer deposits decreased $2,807, and payments to the City of Princeton in lieu of taxes decreased 
$26,250. 

Water-
2020 Compared to 2019 

Revenue from water sales increased $15,821. Sales increased due to customers staying home during the 
COVID-19 pandemic. Revenue from the sale of water to residential customers increased $46,747. The sale of 
water to commercial customers increased $18,230 and the sale of water to industrial customers increased 
$13,564. Miscellaneous water revenue, included within water sales, decreased $62,720 due to an decrease in 
water connections, construction and trunk fees, and service line repair fees. Other water operating revenue 
decreased $18,715. Other operating revenue consists of rent/lease income, merchandise sales and other 
operating revenue. 

Water operating expenses increased by $34,958, which resulted from increases in administrative and customer 
account expenses of $9,879, depreciation expense of$8,713, production costs of$12,924 and distribution costs 
of$3,442. 

Other income decreased $6,271. Other expense decreased by $30,644, due to the reduction of interest expense 
on long-term debt. 

Combined Utilities 

The total change in net position in 2020 was an increase in the amount of $649,657. 

Economic Factors 

Princeton Public Utilities Commission, along with the city, the state, the country, and the world, faced extreme 
uncertainty in 2020 due to the world-wide COVID-19 pandemic. This uncertainty caused many local projects 
and activities to pause while residents and businesses adjusted in preparation for an unknown future. As local 
economies stalled and social distancing rules were enforced, the Commission adapted as well. Utility load 
shapes shifted as businesses closed temporarily or shifted hours and residential customers stayed home. 
Advanced Metering Infrastructure (AMI) meter conversions continued although it did experience some short
term delays. 

To assist the local economy and help the community during the pandemic, the Commission, along with other 
utilities around the state, suspended and/or relaxed rules pertaining to late fees and disconnections. This resulted 
in a reduction in revenues and an increase in arrears. As the pandemic subsides and local economies recover, 
the Commission is working diligently with customers to help them address their past due accounts. Throughout 
this ordeal, the Commission continued to maintain adequate cash reserves. Even after enduring a global 
pandemic and significant economic uncertainty, the financial position of Princeton Public Utilities Commission 
remains strong. 

REQUESTS FOR INFORMATION 

This financial report is designed to provide a general overview of the Princeton Public Utilities Commission, 
Princeton, MN finances for all those expressing an interest. Questions concerning any of the information 
provided in this report or requests for additional information should be addressed to Princeton Public Utilities 
Commission, PO Box 218, Princeton, MN 55371, or telephone 763-389-2252. 
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PRINCETON PUBLIC UTILITIES COMMISSION 
ST A TEMENT OF NET POSITION 

December 31, 2020 
Business-type 

Activities 
Assets 

Current assets: 
Cash and cash equivalents 
Cash and cash equivalents - capital improvements 
Investments 
Customer accounts receivable 
Other accounts receivable 
Inventories 
Prepaid insurance 

Total current assets 

Restricted assets: 
Cash and cash equivalents: 

Reserve fund 
Debt retirement 

Restricted cash held in escrow 

Total restricted assets 

Property and equipment, net 

Total assets 

Deferred Outflows of Resources 

Pension plan deferments - PERA 
Total assets and deferred outflows of resources 

Liabilities 
Current liabilities: 
Accounts payable 
Accrued payroll and taxes 
Due to City 
Customer meter deposits 
Unearned revenue 

Total current liabilities 

Current liabilities payable from restricted assets: 
Accrued interest 
Current maturities of bonds, loans and capital leases 

Total current liabilities payable from restricted assets 

Non-current liabilities: 
Bonds, notes and loan payable 
Net pension liability 
Compensated absences 

Total non-current liabilities 

Total liabilities 

Deferred Inflows of Resources 
Deferred credits rate stabilization 
Pension plan deferments - PERA 
Deferred solar subscriptions 

Total deferred inflows of resources 

Total liabilities and deferred inflows of resources 

Net Position 
Net investment in capital assets 
Restricted for debt service 
Unrestricted 

Total net position 

See notes to financial statements 
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$ 3,145,808 
2,030,939 

805,220 
822,806 
67,922 

451,457 
82,085 

7,406,237 

563,347 
375,874 
248,299 

1,187,520 

14,095,033 

22,688,790 

85,380 

22,774,170 

394,942 
14,987 

129,195 
248,538 

20,729 

808,391 

16,208 
959,000 

975,208 

3,347,000 

1,001,243 

108,057 

4,456,300 

6,239,899 

1,211,898 
62,929 
10,159 

1,284,986 

7,524,885 

9,789,033 
1,187,520 
4,272,732 

$ 15,249,285 



Functions/Programs 

Business-type activities: 
Electric 
Water 

Total business-type activities 

PRINCETON PUBLIC UTILITIES COMMISSION 
STATEMENT OF ACTIVITIES 

For the Year Ended December 31, 2020 

Program Revenue 

Expenses Charges for Services 

$ 6,824,913 $ 
l,058,122 

$ 7,883,035 $ 

General revenues: 

Unrestricted investment earnings 

Change in fair market value of investments 

Miscellaneous 

Special item - gain on sale of asset 

Total general revenues and special items 

Change in net position 

Net position - beginning of year 

Net position - end of year 

See notes to financial statements 
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7,124,211 
1,301,638 

8,425,849 

Net (Expense) 
Revenue and 

Changes in Net 
Position 

Business-type 
Activities 

$ 299,298 
243,516 

542,814 

62,272 

135 

35,936 

8,500 

106,843 

649,657 

14,599,628 

$ 15,249,285 



PRINCETON PUBLIC UTILITIES COMMISSION 
STATEMENT OF NET POSITION 

PROPRIETARY FUNDS 
December 31, 2020 

Electric Fund Water Fund Totals 
Assets 

Current assets: 
Cash and cash equivalents $ 2,537,903 $ 607,905 $ 3,145,808 
Cash and cash equivalents - capital improvements 933,474 1,097,465 2,030,939 
Investments 644,176 161,044 805,220 
Customer accounts receivable 730,980 91,826 822,806 
Other accounts receivable 64,418 3,504 67,922 
Inventories 404,914 46,543 451,457 
Prepaid insurance 82,085 82,085 

Total current assets 5,397,950 2,008,287 7,406,237 

Restricted assets: 
Cash and cash equivalents: 

Reserve fond 465,847 97,500 563,347 
Debt retirement 274,621 101,253 375,874 

Restricted cash held in escrow 248,299 248,299 

Total restricted assets 988,767 198,753 1,187,520 

Property and equipment, net 8,005,088 6,089,945 14,095,033 

Total assets 14,391,805 8,296,985 22,688,790 

Deferred Outflows of Resources 
Pension plan deferments - PERA 72,379 13,001 85,380 

Total assets and deferred outflows ofresources 14,464,184 8,309,986 22,774,170 

Liabilities 
Current liabilities: 

Accounts payable 393,538 1,404 394,942 
Accrued payroll and taxes 11,306 3,681 14,987 
Due to City 129,195 129,195 
Customer meter deposits 248,538 248,538 
Unearned revenue 20,729 20,729 

Total current liabilities 782,577 25,814 808,391 

Current liabilities payable from restricted assets: 
Accrued interest 7,538 8,670 16,208 
Current maturities of bonds, loans and capital leases 530,000 429,000 959,000 

Total c1ment liabilities payable from restricted assets 537,538 437,670 975,208 

Non-current liabilities: 
Bonds, notes and loan payable 1,610,000 1,737,000 3,347,000 
Net pension liability 781,645 219,598 1,001,243 
Compensated absences 84,379 23,678 108,057 

Total non-current liabilities 2,476,024 1,980,276 4,456,300 

Total liabilititls 3,796,139 2,443,760 6,239,899 

Defel'l'ed Inflows of Resources 
Deferred credits rate stabilization 1,211,898 1,211,898 
Pension plan defennents - PERA 56,954 5,975 62,929 
Deferred solar subscriptions 10,159 10,159 

Total deferred inflows ofresources 1,279,01 l 5,975 1,284,986 

Total liabilities and deferred inflows of resources 5,075,150 2,449,735 7,524,885 

Net Position 
Net investment in capital assets 5,865,088 3,923,945 9,789,033 
Restricted for debt service 988,767 198,753 1,187,520 
Unrestricted 2,535,179 1,737,553 4,272,732 

Total net position $ 9,389,034 $ 5,860,251 $ 15,249,285 

See notes to financial statements 
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PRINCETON PUBLIC UTILITIES COMMISSION 
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION 

PROPRIETARY FUNDS 
Year Ended December 31, 2020 

Electric Fund Water Fund Totals 

Operating revenues $ 7,124,211 $ 1,301,638 $ 8,425,849 

Operating expenses: 

Production, plant and purchased power: 

Salaries 216,347 84,576 300,923 

Natmal gas 10,464 10,464 

Repairs and maintenance 176,928 34,841 211,769 

Pm-chased power and for pumping 4,100,211 32,745 4,132,956 

Subtotal 4,503,950 152,162 4,656,112 

Distiibution system: 

Salaiies 465,242 121,356 586,598 

Supplies and maintenance 186,444 38,281 224,725 

Subtotal 651,686 159,637 811,323 

Customer accounts: 

Salaries 117,574 55,390 172,964 

Supplies and maintenance 23,974 5,152 29,126 

Bad debts 1,998 395 2,393 

Subtotal 143,546 60,937 204,483 

General and administrative: 

Salai·ies 107,479 55,616 163,095 

Office supplies and expense 56,514 9,897 66,411 

Telephone 4,555 831 5,386 

Outside services 104,475 32,125 136,600 

Insurance 20,325 7,722 28,047 

Employee pensions and benefits 403,178 79,975 483,153 

Dues and subscriptions 10,680 1,958 12,638 

Miscellaneous administrative 44,803 18,014 62,817 

Subtotal 752,009 206,138 958,147 

Depreciation 683,591 385,517 1,069,108 

Total operating expenses 6,734,782 964,391 7,699,173 

Operating income 389,429 337,247 726,676 

Nonoperating revenues (expense): 

Interest income 46,003 16,269 62,272 

Change in fair value of investlnents 108 27 135 

Miscellaneous income and expense 33,149 2,787 35,936 

Interest expense (84,881) (90,231) (175,112) 

Gain on sale of assets 8,500 8,500 

Payments to City in lieu of taxes {5,2502 {3,5002 {8,7502 

Subtotal (2,3712 {74,648) {77,0192 

Change in net position 387,058 262,599 649,657 

Net position - beginning of year 9,001,976 5,597,652 14,599,628 

Net position - end of year $ 9,389,034 $ 5,860,251 $ 15,249,285 

See notes to financial statements 
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PRINCETON PUBLIC UTILITIES COMMISSION 
STATEMENT OF CASH FLOWS 

PROPRIETARY FUNDS 
Year Ended December 31, 2020 

Electric Fund Water Fund Totals 

Cash flows from operating activities: 
Receipts from customers $ 7,015,643 $ 1,311,755 $ 8,327,398 
Payments to suppliers (5,183,035) (267,395) (5,450,430) 
Payments to employees {1,016,888} (337,064} {1,353,952} 

Net cash provided by operating activities 815,720 707,296 1,523,016 

Cash flows from noncapital financing activities: 
Miscellaneous income 33,149 2,787 35,936 
Payments to City in lieu of taxes {5,250} p,500} {8,750} 

Net cash provided by (used in) noncapital financing 
activities 27,899 (713) 27,186 

Cash flows from capital and related financing activities: 
Principal payments on bonds (505,000) (423,000) (928,000) 
Interest payments on bonds (87,007) (92,015) (179,022) 
Acquisition of fixed assets (286,405) (272,176) (558,581) 
Proceeds from sale of equipment 8,500 8,500 

Net cash ( used in) capital and related 
financing activities (869,912) (787,191) (1,657,103) 

Cash flows from investing activities: 
Investment income received 46,003 16,269 62,272 
Sales of investments 196,009 49,002 245,011 
(Increase) of restricted cash held in escrow {741} {741} 

Net cash provided by investing activities 241,271 65,271 306,542 

Net increase (decrease) in cash and cash equivalents 214,978 (15,337) 199,641 

Cash and cash equivalents at beginning of year 3,996,867 I 919,460 52916,327 
Cash and cash equivalents at end of year $ 4,211,845 $ 1,904,123 $ 6,115,968 

Cash and cash equivalents $ 3,471,377 $ 1,705,370 $ 5,176,747 
Restricted cash and cash equivalents 740,468 198,753 939,221 

Total cash and cash equivalents $ 4,211,845 $ 1,904,123 $ 6,115,968 

Cash flows from operating activities: 
Operating income $ 389,429 $ 337,247 $ 726,676 
Adjustments to reconcile operating income to net 

cash provided by operating activities: 
Depreciation 683,591 385,517 1,069,108 
Pension related activity (114,363) (42,340) (156,703) 
Change in assets and liabilities: 

(Increase) decrease in customer accounts receivable (32,226) 250 (31,976) 
Decrease (increase) in other accounts receivable 16,831 (1,154) 15,677 
Decrease in due from City 11,021 11,021 

Decrease in inventories 38,571 1,752 40,323 

Increase in prepaid insurance (74,146) (74,146) 

(Decrease) in accounts payable (338) (7,211) (7,549) 

(Decrease) in accrued payroll and taxes (21,980) (1,627) (23,607) 

Decrease in due to City (2,573) (2,573) 

Increase in meter deposits payable 3,820 3,820 

(Decrease) increase in compensated absences (34,213) 686 (33,527) 

Increase in net pension liability 60,310 23,155 83,465 

Change in deferred inflows of resources: 
(Decrease) in deferred rate stabilization (95,300) (95,300) 

(Decrease) in deferred solar subscriptions {1,693} {1,693} 

Total adjustments 426,291 370,049 796 340 
Net cash provided by operating activities $ 815,720 $ 707,296 $ 1,523,016 

See notes to financial statements 

- 12 -



1. 

PRINCETON PUBLIC UTILITIES COMMISSION 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2020 

Summary of significant accounting policies 

Financial reporting entity -

The Princeton Public Utilities Commission, for financial reporting purposes, includes all of the 
funds relevant to the operations of the utilities commission for which the Commission exercises 
oversight responsibility. Factors in determining oversight responsibility include funding, 
appointment of governing boards, hiring and firing personnel, etc. The financial statements 
presented herein do not include agencies which have been formed under applicable state laws 
as separate and distinct units of government apart from the Princeton Public Utilities 
Commission, for which the Commission does not exercise oversight responsibility. The 
operations of the City of Princeton are specifically excluded from these financial statements. 

Basis of presentation -

The accompanying financial statements of the Princeton Public Utilities Commission have been 
prepared in conformity with U.S. generally accepted accounting principles (GAAP) as applied 
to governmental units. The Governmental Accounting Standards Board (GASB) is the 
accepted standard setting body for establishing governmental accounting and financial 
reporting principles. 

Basic :financial statement presentation -

The Princeton Public Utilities Commission is responsible for two enterprise funds of the City of 
Princeton. These include the electric and water funds. A monthly cash payment is made to the 
City in lieu of taxes. For purposes of the statement of cash flows, the electric and water funds 
include restricted assets as cash - see also Notes 2 and 4. 

The Princeton Public Utilities Commission applies restricted resources first when an expense is 
incurred for purposes for which both restricted and unrestricted net position are available. 
Depreciation and interest expenses can be specifically identified by function and are included 
in the direct expenses of each function. 

Measurement focus and basis of accounting -

The accounting and financial reporting treatment applied is determined by its measurement 
focus and basis of accounting. The financial statements are reported using the economic 
resources measurement focus and the accrual basis of accounting. Revenues are recorded when 
earned and expenses are recorded when a liability is incurred, regardless of the timing of 
related cash flows. Grants and similar items are recognized as revenues as soon as all 
eligibility requirements imposed by the provider have been met. 
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Amounts reported as program revenues include 1) charges to customers or applicants for goods, 
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and 
contributions, including special assessments. Revenues that are not classified as program 
revenues are presented as general revenues. 

Proprietary funds distinguish operating revenues and expenses from nonoperating items. 
Operating revenues and expenses generally result from providing services and producing and 
delivering goods in connection with a proprietary fund's principal ongoing operations. The 
principal operating revenue of the Commission's enterprise funds are charges to customers for 
sales and services. Operating expenses for enterprise funds include the cost of production, 
distribution, administrative and customer accounts, and depreciation on capital assets. All 
revenues and expenses not meeting this definition are reported as nonoperating revenues and 
expenses. 

The Commission reports the following major proprietary funds: 

Electric Fund 
The Electric Fund accounts for the activities related to the operation and maintenance of the 
Commission's electric utility system. 

Water Fund 
The Water Fund accounts for the activities related to the operation and maintenance of the 
Commission's water utility system. 

Cash and cash equivalents -

For the purpose of reporting cash flows, the Commission considers all demand accounts, 
savings accounts, money market funds and certificates of deposit to be cash and cash 
equivalents. 

Investments -

Investments consist primarily of money market accounts, negotiable certificates of deposit and 
municipal bonds. Investments with an original maturity of less than one year are recorded at 
amortized cost, which approximates fair value. Investments with an original maturity of more 
than one year are recorded at fair value based on quoted market prices. 

Uncollectibles -

It is the Commission's policy to charge uncollectibles directly to operations as accounts become 
worthless. No material losses are anticipated from present receivable balances; therefore, no 
allowance for uncollectibles is reflected in the accompanying financial statements. 

Inventories -

Inventories, which consist of supplies and replacement parts for the electrical and water 
systems are stated at lower of average cost or market and are reported on the consumption 
method. 
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Capital assets -

Capital assets, which include property, plant and equipment, are recorded at cost. Capital 
assets are defined by the Commission as assets with an initial, individual cost equal to or 
greater than $1,500. Such assets are recorded at historical cost or estimated historical cost. 
The costs of normal maintenance and repairs that do not add to the value of the asset or 
materially extend lives are not capitalized. If items of property are sold, retired or otherwise 
disposed of, they are removed from the assets and accumulated depreciation accounts and any 
gains or losses thereon are reflected in operations. 

Depreciation -

Annual depreciation rates are computed using the straight-line method at the following rates 
based on the estimated service lives of the various assets: 

Buildings 
Production & treatment 
Tools 
Distnbutions 
General 

Deferred outflows/inflows of resources -

Electric 
2.5-4.0% 
3.5-7.5% 

20.0% 
3.3% 

12.2-15.0% 

Water 
4.0-6.5% 
5.0-6.5% 

20.0% 
3.0% 

In addition to assets, the statement of financial position will sometimes report a separate section 
for deferred outflows of resources. This separate financial statement element represents 
consumption of net position that applies to a future period(s) and so will not be recognized as 
an outflow of resources (expenses) until that time. The Commission has one item that qualifies 
for reporting in this category. The Commission presents deferred outflows of resources on the 
Statement of Net Position for deferred outflows of resources in relation to the activity of the 
pension funds in which Commission employees participate. 

In addition to liabilities, the statement of financial position and fund financial statements will 
sometimes report a separate section for deferred inflows of resources. This separate financial 
statement element, deferred inflows of resources, represents an acquisition of net position that 
applies to a future period(s) and so will not be recognized as an inflow of resources (revenue) 
until that time. The Commission has three items that qualify for reporting in this category. The 
Commission presents deferred inflows of resources on the Statement of Net Position for 
deferred inflows of resources related to pensions. Deferred inflows of resources related to 
pensions results from actuarial calculations. The Commission also presents deferred credits 
(revenue), which represent rate stabilization as a deferred inflow of resources. Rate 
stabilization is a result of deposits made to the Commission's rate stabilization account, which 
may be used to meet unanticipated increases in revenue requirements in subsequent periods. 
The last type of deferred inflow of resources reported by the Commission are deferred solar 
subscriptions. The Commission gives customers an option to purchase solar panel 
subscriptions for 5, 10 or 20 years for which they pay the entire subscription in the first year. 
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Long-term obligations -

In the government-wide financial statements, and proprietary fund types in the fund financial 
statements, long-term debt and other long-term obligations are reported as liabilities in the 
applicable business-type activities and proprietary fund type statement of net position. Bond 
premiums and discounts, if material, are deferred and amortized over the life of the bonds using 
the effective interest method. 

Pensions -

For purposes of measuring the net pension liability, deferred outflows/inflows of resources, and 
pension expense, information about the fiduciary net position of the Public Employees 
Retirement Association (PERA) and additions to/deductions from PERA's fiduciary net 
position have been determined on the same basis as they are reported by PERA. For this 
purpose, plan contributions are recognized as of employer payroll paid dates and benefit 
payments, and refunds are recognized when due and payable in accordance with the benefit 
terms. Investments are reported at fair value. 

Compensated absences -

Sick leave is earned up to twelve days per year with unlimited accumulation. Employees are 
not compensated for unused sick leave upon termination of employment other than to pay 
certain employees with ten years of service, up to a maximum of 60 days. The liability for 
compensated absences for the seven employees eligible at December 31, 2020 totaled 
$108,057. 

Employees earn vacation days based upon the number of completed years of service. The 
Commission does not compensate for unused vacations upon termination of employment, other 
than for the current year's unused portion. 

Net position -

Net position represents the difference between assets plus deferred outflows of resources and 
liabilities plus deferred inflows of resources in the government-wide financial statements as well as 
the proprietary fund financial statements. Net investment in capital assets consists of capital assets, 
net of accumulated depreciation, reduced by the outstanding balance of any long-term debt used to 
build or acquire the capital assets. Net position is reported as restricted when there are limitations 
imposed on its use through external restrictions imposed by creditors, grantors, or laws or 
regulations of other governments. 

Estimates -

The preparation of financial statements in confo1mity with U.S. generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the financial statements and the reported amounts of revenues and expenses during the 
reporting period. Actual results could differ from those estimates. 
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Subsequent events -

In preparing these financial statements, the Commission has evaluated events and transactions 
for potential recognition or disclosure through, June 7, 2021, the date the financial statements 
were available to be issued. The COVID-19 pandemic continues to cause rapidly changing 
disruptions world-wide. Management has evaluated these conditions and believes that it is not 
possible to reasonably estimate the financial impact, if any, of COVID-19 on the Commission's 
financial position for the 2021 fiscal year. 

2. Cash and investments 

Deposits -

In accordance with applicable Minnesota Statutes, the Commission maintains deposits at 
depository banks authorized by the Commission. 

• Custodial credit risk - Custodial credit risk is the risk that in the event of a bank 
failure, the Commission's deposits may not be returned to it. The Commission's 
deposit policy for custodial credit risk follows Minnesota Statutes for deposits. 

Minnesota Statutes require that all deposits be protected by federal deposit insurance, 
corporate surety bond, or collateral. The market value of collateral pledged must equal 
110 percent of the deposits not covered by federal deposit insurance or corporate surety 
bonds. 

Authorized collateral includes treasury bills, notes, and bonds; issues of U.S. 
government agencies; general obligations rated "A" or better; revenue obligations rated 
"AA' or better; unrated general obligation securities of a local government pledged as 
collateral against funds deposited by that same local government entity; irrevocable 
standard letters of credit issued by the Federal Home Loan Bank; and time deposits 
insured by any federal agency. Minnesota Statutes require that securities pledged as 
collateral be held in safekeeping in a restricted account at the Federal Reserve Bank or 
in an account at a trust department of a commercial bank or other financial institution 
that is not owned or controlled by the financial institution furnishing the collateral. The 
Commission's deposit policies do not further limit depository choices. 

Deposit balances at December 31, 2020 are as follows: 
Carrying amount Bank balance 

Total bank deposits (checking, savings, and CD's) $ 6,113,833 $ 6,372,033 

The Commission's deposits in banks at December 31, 2020 were entirely covered by federal 
depository insurance or by pledged collateral held by the bank's agent in the Commission's 
name in amounts equal to at least 110 percent of the amount in excess of the federal depository 
insurance, as required by Minnesota Statutes. 
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Cash on hand -

Cash in the possession of the Commission, consisting of petty cash and change funds, totaled 
$2,135 at year-end. 

Investments -

The Commission does not have an investment policy and is permitted to invest its idle funds as 
authorized by Minnesota Statutes as follows: 

A. Direct obligations or obligations guaranteed by the United States or its agencies. 
B. General obligations rated "A" or better. 
C. Revenue obligations rated "AA" or better. 
D. General obligations of the Minnesota Housing Finance Agency rated "A" or better. 
E. Any security which is an obligation of a school district with an original maturity not 

exceeding 13 months, and rated in the highest category by a national bond rating service or 
enrolled in the credit enhancement program. 

F. Commercial paper issued by United States corporations or their Canadian subsidiaries, 
rated of the highest quality category by at least two nationally recognized rating agencies, 
and maturing in 270 days or less. 

G. Time deposits that are fully insured by the Federal Deposit Insurance Corporation or 
bankers' acceptances of United States banks. 

H. General obligation temporary bonds of the same governmental entity issued under section 
429.091, subdivision 7; 469.178, subdivision 5; or 475.61, subdivision 6. 

I. Funds held in a debt service fund may be used to purchase any obligation, whether general 
or special, of an issue which is payable from the fund, at such price, which may include a 
premium, as shall be agreed to by the holder, or may be used to redeem any obligation of 
such an issue prior to maturity in accordance with its terms. 

J. Repurchase or reverse purchase agreements and securities lending agreements with 
financial institutions qualified as a "depository" of public funds by the government entity, 
with banks that are members of the Federal Reserve System with certain capitalization 
requirements, with a primary reporting dealer in U.S. government securities to the Federal 
Reserve Bank of New York, or with a securities broker-dealer properly licensed, regulated 
by the SEC and with certain capitalization requirements. 

K. Shares of Minnesota joint powers investment trusts whose investments are restricted to 
securities described in A-J above or negotiable certificates of deposit; or units of a short
term investment fund established and administered pursuant to regulation 9 of the Office of 
the Comptroller of the Currency in which investments are restricted to securities described 
in A-J above; or shares of investment companies registered under the Federal Investment 
Company Act of 1940 which hold themselves out as money market funds meeting the 
conditions of rule 2a-7 of the SEC and rated in one of the two highest rating categories for 
money market funds by at least one nationally recognized statistical rating organization; or 
shares of investment companies registered under the Federal Investment Company Act of 
1940 that receive the highest credit rating, are rated in one of the two highest rating 
categories by a statistical rating agency, and all of the investments have a final maturity of 
13 months or less. 
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L. Guaranteed Investment Contracts guaranteed by a United States commercial bank, domestic 
branch of a foreign bank, or a United States insurance company, or their Canadian 
subsidiaries, or the domestic affiliates of any of the foregoing and with a credit quality in 
one of the top two highest categories by a nationally recognized rating agency. 

The Princeton Public Utilities Commission's investments are potentially subject to various 
risks including the following: 

• Custodial credit risk - The risk that in the event of a failure of the counterparty to an 
investment transaction (typically a brokerage firm or financial institution) the government 
would not be able to recover the value of its investments or collateral securities. Although 
the Commission's investment policies do not directly address custodial credit risks, it 
typically limits its exposure by purchasing insured or registered investments or by the 
control of who holds the securities. 

• Credit risk - The risk that an issuer or other counterparty to an investment will not fulfill its 
obligations. 

• Concentration risk - This is the risk associated with investing a significant portion of the 
Commission's investments (considered 5 percent or more) in the securities of a single 
issuer, excluding U.S. guaranteed investments (such as treasuries), investment pools, and 
mutual funds. 

• Interest rate risk - The risk of potential variability in the fair value of fixed rate investments 
resulting from changes in interest rates (the longer the period for which an interest rate is 
fixed, the greater the risk). The Commission's investment policies do not limit the 
maturities of investments; however, the Commission considers such things as interest rates 
and cash flow needs when purchasing investments. · 

The following table presents the Commission's cash and investment balances at December 31, 
2020, and information relating to potential investment risks: 

Cash/investments 

Cash on hand 

Deposits (checking, savings, and CD's) 

Money Market 

Municipal bonds 

Grand Rapids MN GO Taxable 

Total cash and investments 

NIA - Not applicable N/R - Not rated 

Interest 

rate risk 

Maturity date 

NIA 
NIA 
NIA 

2/1/2022 
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Concentration 

risk 

Over 5% 

of portfolio 

NIA 
NIA 

72.0% 

28.0% 

Credit risk 

Rating Agency Carrying value 

NIA NIA $ 2,135 

NIA NIA 6,113,833 

Aaa Moody 579,561 

Al Moody 225,659 

$ 6,921,188 



3. 

Capital Improvements -

In 1986 the Commission resolved that any surplus monies in the electric and water funds be 
transferred to a reserve account to be used for emergencies, improvements and equipment 
replacements. Activity in the account is as follows: 

Beginning balance $1,925,124 

Additions 105,815 

Ending balance $2,030,939 

Capital assets 

Capital asset activity for the year ended December 31, 2020 was as follows: 
Beginning Ending 

Balance Additions Deletions Balance 

Business-type activities: 

Capital assets, not being depreciated 

Land $ 33,162 $ $ $ 33,162 

Total capital assets, not being depreciated 33,162 0 0 33,162 

Capital assets, being depreciated 

Buildings & improvements 2,171,823 2,171,823 

Generation & distribution system 26,874,883 509,198 27,384,081 
Wells 558,324 558,324 

Transportation equipment 795,236 39,532 (50,573) 784,195 
Other equipment 848,848 848,848 
Water tower & tank 1,843,348 12,673 1,856,021 

Total cap ital assets, being depreciated 33,092,462 561,403 (50,573) 33,603,292 

Less accumulated depreciation for: 

Buildings & improvements 1,206,787 62,140 1,268,927 

Generation & distribution system 14,565,697 841,664 15,407,361 

Wells 406,453 23,500 429,953 

Transportation equipment 512,425 65,856 (47,751) 530,530 

Other equipment 785,976 21,572 807,548 

Water tower & tank 1,042,726 54,376 1,097,102 

Total accumulated depreciation 18,520,064 1,069,108 (47,751) 19,541,421 

Total cap ital assets, being depreciated - net 14,572,398 (507,705) (2,822) 14,061,871 

Business-type activities capital assets, net $ 14,605,560 $ (507,705) $ (2,822) $ 14,095,033 

Depreciation expense was charged to functions/programs of the government as follows: 

Business-type activities: 

Electric Fund 
Water Fund 

Total depreciation expense - business-type activities 
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4. Long-term liabilities 

Summary of changes in long-term liabilities 

Due within 

01/01/20 Additions Reductions 12/31/20 one ~ear 

Revenue bonds payable $ 5,234,000 $ $ 928,000 $ 4,306,000 $ 959,000 

Severance payable 141,584 6,740 40,267 108,057 

Net pension liability - PERA 917,778 199,317 115,852 1,001,243 

Long-tenn liabilities $ 6,293,362 $ 206,057 $ 1,084,119 $ 5,415,300 $ 959,000 

The annual requirement to amortize all debt outstanding as of December 31, 2020 is as follows: 

Year Ending Water Fund Electric Fund Total 
Dec. 31 Princieal Interest Princieal Interest Princieal Interest 

2021 $ 429,000 $ 78,022 $ 530,000 $ 66,618 $ 959,000 $ 144,640 
2022 440,000 63,421 555,000 48,668 995,000 112,089 
2023 437,000 48,295 400,000 32,554 837,000 80,849 
2024 395,000 32,773 415,000 18,553 810,000 51,326 
2025 150,000 18,605 240,000 6,583 390,000 25,188 
2026 155,000 12,680 155,000 12,680 
2027 160,000 6,479 160,000 6,479 

$ 2,166,000 $ 260,275 $ 2,140,000 $ 172,976 $ 4,306,000 $ 433,251 
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Detail of long-term debt 

Revenue bonds and notes at December 31, 2020 consist of the following: 
Payment Due in Year 

Original Interest Maturity Outstanding Ending 12/31/21 

Issue Rates Date 12/31/2020 Principal Interest 

Water Fund 

General Obligation Water Revenue 

Note of2004 

$ 847,422 2.53% 8/20/2023 $ 166,000 $ 54,000 $ 4,200 

6/10/2004 

General Obligation Water Revenue 

Bonds Series 2008A 

$4,880,000 2.2 - 4.05% 12/1/2027 1,770,000 310,000 68,395 

3/4/2008 

Public Utility System Refunding 

Revenue Bonds Series 201 0A 

$465,000 2.00-3.50% 4/1/2022 40,000 20,000 1,035 

11/18/2010 

Public Utility System Refunding 

Revenue Bonds Series 2012A 

$510,000 1.00-2.85% 4/1/2024 190,000 45,000 4,392 

2/1/2012 

2,166,000 429,000 78,022 

Less current maturities (429,000) 

Total water fund 1,737,000 429,000 78,022 

Electric Fund 

Electric Revenue Note, Series 2006A 

$3,065,000 4.05% 12/1/2025 $ 1,080,000 $ 195,000 $ 41,158 

4/2/2006 

Public Utility System Refunding 

Revenue Bonds Series 201 0A 

$2,575,000 2.00-3.50% 4/1/2022 330,000 160,000 8,630 

11/18/2010 

Public Utility System Refunding 

Revenue Bonds Series 2012A 

$1,940,000 1.00-2.85% 4/1/2024 730,000 175,000 16,830 

2/1/2012 

2,140,000 530,000 66,618 

Less current maturities (530,000) 

Total electric fund 1,610,000 530,000 66,618 

Total all funds $ 3,347,000 $ 959,000 $ 144,640 
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5. 

The following restrictions on assets have been established to comply with agreements related to 
the outstanding revenue bonds: 

Reserve fund -

Bond and note covenants require a reserve account in the amount of $811,646 be established, 
$97,500 in the water fund and $714,146 in the electric fund of which $248,299 is being held in 
escrow. 

Debt retirement -

The 2012, 2010, 2008 and 2004 water revenue bond and note indentures require the water fund 
to set aside an amount equal to not less than one-sixth of the interest due within the next six 
months and monthly to set aside an amount equal to not less than one-twelfth of the principal 
due within the next twelve months. The total set aside as of December 31, 2020 is $101,253. 

The 2012, 2010 and 2006 electric revenue bond and note indenture requires the electric fund to 
set aside an amount equal to not less than one-sixth of the interest due within the next six 
months and monthly to set aside an amount equal to not less than one-twelfth of the principal 
due within the next twelve months. The total set aside at December 31, 2020 is $274,621. 

Restricted cash held in escrow -

Restricted cash held in escrow as of December 31, 2020 consists of $248,299 of cash proceeds 
from the Electric Revenue note, series 2006A. 

Operating revenues 

Operating revenues in the electric fund consist of the following: 

Residential services 
Commercial lighting 
Power and lighting 
Security lights 
Life-of.unit diesel 
Quick start 
Penahies and connection charges 
Rate stabilization 
Other operating revenues 

Total operating revenues 

$ 2,444,228 
666,659 

3,228,558 
20,059 

351,687 
174,240 
75,208 
95,300 
68,272 

$ 7,124,211 

The Princeton Public Utilities Commission purchases power from Southern Minnesota 
Municipal Power Agency (SMMP A) under a power sales contract that extends to April 1, 2050. 
Under the terms of that contract, the Commission is obligated to buy all the electrical power 
and energy needed to operate the electric utilities through the term of the contract, unless the 
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Commission elects to exercise an option under the contract to establish a fixed Contract Rate of 
Delivery upon seven years notice. 

In addition, on January 2, 2001, the Commission entered into an Amended and Restated 
Capacity Purchase Agreement (amending the original 1995 Capacity Purchase Agreement) 
with SMMP A, whereby SMMP A is entitled to the exclusive use of the net electric generating 
capability, and associated energy, of the Diesel Generating Facilities. Under the terms of this 
agreement, SMMP A is responsible for all costs of operations and maintenance, including 
certain costs associated with generating plant personnel and renewal and replacement costs. 
The payments for such expenses are shown above in the operating revenues graph under "Life
of-unit diesel". This agreement is cancelable by either party upon a five-year notice, or by 
SMMPA with a one-year notice if renewal and replacement costs are deemed to make 
continued operation of the generation uneconomic. 

On December 20, 2001, the Commission entered into a Quick-Start Capacity and Energy 
Purchase Agreement with SMMPA. Under the terms of this 20-year agreement, SMMPA pays 
to the Commission a monthly payment for the exclusive right to all capacity and associated 
energy from the quick-start generating plant (specified generation facilities that do not include 
the Diesel Generating Facilities referred to above) and is responsible for the cost of fuel when 
the plant is operated. The Commission is responsible for all operating, maintenance, renewal 
and replacement costs associated with quick-start generation. The revenues from SMMP A 
associated with quick-start generation are shown above in the operating revenues graph under 
"Quick Start". 

6. Due to City 

7. 

8. 

Due to City represents amounts owing to the City of Princeton and consists of the following at 
December 31: 

Rate stabilization provision 

Sewer collections 
Franchise fee 

Total 

$110,052 
19,143 

$129,195 

The Princeton Public Utilities Commission designs its electric service rates to recover costs of 
providing power supply services. In order to minimize possible future rate increases, each year 
the Commission determines a rate stabilization amount to be charged or credited to revenues. 
For the year ended December 31, 2020, $95,300 was used and recognized as revenue from the 
rate stabilization account. 

Defined benefit pension plans 

A. Plan description 

The Commission participates in the following cost-sharing multiple-employer defined 
benefit pension plan administered by the Public Employees Retirement Association of 
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Minnesota (PERA). PERA's defined benefit pension plans are established and 
administered in accordance with Minnesota Statutes, Chapters 353 and 356. PERA's 

defined benefit pension plans are tax qualified plans under Section 401(a) of the Internal 

Revenue Code. 

1. General Employees Retirement Fund 

The General Employees Retirement Plan covers certain full time and part-time 
employees of the Commission. General Employees Plan members belong to the 
Coordinated Plan. Coordinated Plan members are covered by Social Security. 

B. Benefits provided 

PERA provides retirement, disability, and death benefits. Benefit provisions are established 
by state statute and can only be modified by the state legislature. Vested, terminated 
employees who are entitled to benefits, but are not receiving them yet, are bound by the 
provisions in effect at the time they last terminated their public service. 

1. General Employees Plan benefits 

General Employees Plan benefits are based on a member's highest average salary for 
any five successive years of allowable service, age, and years of credit at termination of 
service. Two methods are used to compute benefits for PERA's Coordinated Plan 
members. Members hired prior to July 1, 1989, receive the higher of Method 1 or 
Method 2 formulas. Only Method 2 is used for members hired after June 30, 1989. 
Under Method 1, the accrual rate for Coordinated members is 1.2% for each of the first 
ten years of service and 1.7% for each additional year. Under Method 2, the accrual 
rate for Coordinated members is 1. 7% for all years of service. For members hired prior 
to July 1, 1989, a full annuity is available when age plus years of service equal 90 and 
normal retirement age is 65. For members hired on or after July 1, 1989, normal 
retirement age is the age for unreduced Social Security benefits capped at 66. 

Benefit increases are provided to benefit recipients each January. The postretirement 
increase is equal to 50% of the cost-of-living adjustment (COLA) announced by the 
SSA, with a minimum increase of at least 1 % and a maximum of 1.5%. Recipients that 
have been receiving the annuity or benefit for at least a full year as of the June 30 before 
the effective date of the increase will receive the full increase. Recipients receiving the 
annuity or benefit for at least one month but less than a full year as of the June 30 
before the effective date of the increase will receive a reduced prorated increase. For 
members retiring on January 1, 2024, or later, the increase will be delayed until normal 
retirement age (age 65 if hired prior to July I, 1989, or age 66 for individuals hired on 
or after July 1, 1989). Members retiring under Rule of 90 are exempt from the delay to 
normal retirement. 
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C. Contributions 

Minnesota Statutes Chapter 353 sets the rates for employer and employee contributions. 
Contribution rates can only be modified by the state legislature. 

1. General Employees Fund contributions 

Coordinated Plan members were required to contribute 6.50% of their annual covered 
salary in fiscal year 2020 and the Commission was required to contribute 7.50% for 
Coordinated Plan members. The Commission's contributions to the General Employees 
Fund for the year ended December 31, 2020, were $90,121. The Commission's 
contributions were equal to the required contributions as set by state statute. 

D. Pension costs 

1. General Employees Fund pension costs 

At December 31, 2020, the Commission reported a liability of $1,001,243 for its 
proportionate share of the General Employees Fund's net pension liability. The 
Commission's net pension liability reflected a reduction due to the State of Minnesota's 
contribution of $16 million. The State of Minnesota is considered a non-employer 
contributing entity and the state's contribution meets the definition of a special funding 
situation. The State of Minnesota's proportionate share of the net pension liability 
associated with the Commission totaled $31,027. The net pension liability was 
measured as of June 30, 2020, and the total pension liability used to calculate the net 
pension liability was determined by an actuarial valuation as of that date. The 
Commission's proportionate share of the net pension liability was based on the 
Commission's contributions received by PERA during the measurement period for 
employer payroll paid dates from July 1, 2019, through June 30, 2020, relative to the 
total employer contributions received from all of PERA's participating employers. The 
Commission's proportionate share was .0167% at the end of the measurement period 
and .0166% for the beginning of the period. 

Commission's proportionate share of the net pension liability 

State of Minnesota's proportionate share of the net pension 
liability associated with the Commission 

Total 

$1,001,243 

31,027 

$1,032,270 

For the year ended December 31, 2020, the Commission recognized pension expense of 
$90,385 for its proportionate share of the General Employees Plan's pension expense. 
In addition, the Commission recognized $2,700 as grant revenue for its proportionate 
share of the State of Minnesota's pension expense for the annual $16 million 
contribution. 
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At December 31, 2020, the Commission reported its proportionate share of the General 
Employees Plan's deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources: 

Difference between expected and actual economic experience 
Changes in actuarial assumptions 
Net collective difference between projected and actual 
investment earnings 
Changes in proportion 
Contnbutions paid to PERA subsequent to the measurement 
date 

Total 

Deferred 
outflows of 
resources 

$ 9,072 

15,486 
12,468 

48,354 
$ 85,380 

Deferred 
inflows of 
resources 

$ 3,788 
36,797 

22,344 

$ 62,929 

The $48,354 reported as deferred outflows of resources related to pensions resulting 
from Commission contributions subsequent to the measurement date will be recognized 
as a reduction of the net pension liability in the year ended December 31, 2021. Other 
amounts reported as deferred outflows and deferred inflows of resources related to 
pensions will be recognized in pension expense as follows: 

Pension 
Year ended expense 

December 31, amoW1t 

2021 $ (75,572) 
2022 5,065 
2023 20,410 
2024 24,194 
Total $ (25,903) 

E. Actuarial assumptions 

The total pension liability in the June 30, 2020, actuarial valuation was determined using an 
individual entry-age normal actuarial cost method and the following actuarial assumptions: 

Inflation 
Active member payroll growth 
Investment rate of return 

2.25% per year 
3 .00% per year 
7.50% 

Salary increases were based on a service-related table. Mortality rates for active members, 
retirees, survivors, and disabilitants for all plans were based on Pub-2010 General 
Employee Mortality table for males or females, as appropriate, with slight adjustments to fit 
PERA's experience. Cost of living benefit increases after retirement for retirees are 
assumed to be 1.25% per year for the General Employees Plan. 
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Actuarial assumptions used in the June 30, 2020, valuation were based on the results of 
actuarial experience studies. The most recent four-year experience study in the General 
Employees Plan was completed in 2019. The assumption changes were adopted by the 
Board and became effective with the July I, 2020 actuarial valuation. 

The following changes in actuarial assumptions occurred in 2020: 

General Employees Fund 
Changes in actuarial assumptions: 

• The price inflation assumption was decreased from 2.50% to 2.25%. 
• The payroll growth assumption was decreased from 3.25% to 3.00%. 
• Assumed salary increase rates were changed as recommended in the June 30, 2019 

experience study. The net effect is assumed rates that average 0.25% less than 
previous rates. 

• Assumed rates of retirement were changed as recommended in the June 30, 2019 
experience study. The changes result in more unreduced (normal) retirements and 
slightly fewer Rule of 90 and early retirements. 

• Assumed rates of termination were changed as recommended in the June 30, 2019 
experience study. The new rates are based on service and are generally lower than 
the previous rates for years 2-5 and slightly higher thereafter. 

• Assumed rates of disability were changed as recommended in the June 30, 2019 
experience study. The change results in fewer predicted disability retirements for 
males and females. 

• The base mortality table for healthy annuitants and employees was changed from 
the RP-2014 table to the Pub-2010 General Mortality table, with adjustments. The 
base mortality table for disabled annuitants was changed from the RP-2014 
disabled annuitant mortality table to the PUB-2010 General/Teacher disabled 
annuitant mortality table, with adjustments. 

• The mortality improvement scale was changed from Scale MP-2018 to Scale MP-
2019. 

• The assumed spouse age difference was changed from two years older for females 
to one year older. 

• The assumed number of married male new retirees electing the 100% Joint & 
Survivor option changed from 35% to 45%. The assumed number of married 
female new retirees electing the 100% Joint & Survivor option changed from 15% 
to 30%. The corresponding number of married new retirees electing the Life 
annuity option was adjusted accordingly. 

Changes in plan provisions: 
• Augmentation for current privatized members was reduced to 2.0% for the period 

July 1, 2020 through December 31, 2023 and 0.0% after. Augmentation was 
eliminated for privatizations occurring after June 30, 2020. 

The State Board of Investment, which manages the investments of PERA, prepares an 
analysis of the reasonableness on a regular basis of the long-term expected rate of return 
using a building-block method in which best-estimate ranges of expected future rates of 
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return are developed for each major asset class. These ranges are combined to produce an 
expected long-term rate of return by weighting the expected future rates of return by the 
target asset allocation percentages. The target allocation and best estimates of geometric 
real rates of return for each major asset class are summarized in the following table: 

Long-term 
Target expected real rate 

Asset class allocation ofreturn 

Domestic Stocks 35.5% 5.10% 
International Stocks 17.5% 5.30% 
Bonds (Fixed Income) 20.0% 0.75% 
Alternative Assets (Private Markets) 25.0% 5.90% 
Cash 2.0% 0.00% 

Total 100% 

F. Discount rate 

The discount rate used to measure the total pension liability in 2020 was 7.5%. The 
projection of cash flows used to determine the discount rate assumed that contributions 
from plan members and employers will be made at rates set in Minnesota Statutes. Based 
on these assumptions, the fiduciary net position of the General Employees Fund was 
projected to be available to make all projected future benefit payments of current plan 
members. Therefore, the long-term expected rate of return on pension plan investments 
was applied to all periods of projected benefit payments to determine the total pension 
liability. 

G. Pension liability sensitivity 

The following presents the Commission's proportionate share of the net pension liability for 
all plans it participates in, calculated using the discount rate disclosed in the preceding 
paragraph, as well as what the Commission's proportionate share of the net pension liability 
would be if it were calculated using a discount rate 1 percentage point lower or 1 
percentage point higher than the current discount rate: 

Sensitivity Analysis 

Net Pension Liability (Asset) at Different Discount Rates 

1%Lower 
CtnTent Discount Rate 
1% Higher 
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General Employees Fund 

6.50% 
7.50% 
8.50% 

$ 1,604,643 
1,001,243 

503,484 



H. Pension plan fiduciary net position 

Detailed information about each pension plan's fiduciary net position is available in a 
separately-issued PERA financial report that includes financial statements and required 
supplementary information. That report may be obtained on the Internet at 
www.mnpera.org. 

9. Risk management 

The Commission is exposed to various risk of loss related to torts; theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees or others; and natural 
disasters. In order to protect against these risks of loss, the Commission purchases commercial 
insurance through the League of Minnesota Cities Insurance Trust, a public entity risk pool. 
This pool currently operates common risk management and insurance programs for municipal 
entities. The Commission pays an annual premium to the League for its insurance coverage. 
The League of Minnesota Cities Insurance Trust is self-sustaining through commercial 
companies for excess claims. The Commission is covered through the pool for any claims 
incurred but unreported, however, retains risk for the deductible portion of its insurance 
policies. The amounts of these deductibles are considered immaterial to the financial 
statements. 

During the year ended December 31, 2020, there were no significant reductions in insurance 
coverage from the prior year. Settled claims have not exceeded the Commission's commercial 
coverage in any of the past three years. 

- 30 -



REQUIRED SUPPLEMENTARY INFORMATION 



Fiscal Year Ending 
December 3 I, 2015 
December 3 I , 2016 
December 3 l, 2017 
December 3 l, 2018 
December 3 I, 2019 
December 3 I, 2020 

PRINCETON PUBLIC UTILITIES COMMISSION 
REQUIRED SUPPLEMENTARY INFORMATION 

SCHEDULE OF EMPLOYER'S PERA CONTRIBUTIONS 
For the Year Ended December 31, 2020 

PERA- GENERAL EMPLOYEES RETIREMENT PLAN 

Contributions in 
Relation to the Contributions as a 

Statutorily Statutorily Contribution Percentage of 
Required Required Deficiency (Excess) Covered Payroll** Covered Payroll 

Contributions (a) Contributions (b) (a-b) ~d) (bid) 
$ 78,398 $ 78,398 $ 0 $ 1,045,308 7.50% 

85,248 85,248 0 1,136,646 7.50% 
82,805 82,805 0 1,104,062 7.50% 
86,249 86,249 0 1,149,985 7.50% 
89,748 89,748 0 1,196,640 7.50% 
90,121 90,121 0 1,201,613 7.50% 

** For purposes ofthis schedule, covered payroll is defined as "pensionable wages." 

This schedule is presented prospectively beginning with the fiscal year ended December 31, 2015. 
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Fiscal Year 
Ending 

June 30. 2015 
Jlllle 30, 2016 
June 30, 2017 
Jlllle 30, 2018 
Jrnre 30, 20 I 9 
Jlllle 30, 2020 

PRINCETON PUBLIC UTILITIES COMMISSION 
REQUIRED SUPPLEMENTARY INFORMATION 

SCHEDULE OF EMPLOYER'S PROPORTIONATE SHARE OF 
NET PENSION LIABILITY 

PUBLIC EMPLOYEES GENERAL EMPLOYEES RETIREMENT FUND 
For the Year Ended December 31, 2020 

State's Employer's Proportionate 
Proportionate Share of the Net Pension Employer's 

Employer's Share (Amount) Liability and the State's Proportionate Share Plan Fiduciary 
Proportionate Employer's of the Net Proportionate Share of of the Net Pension Net Position as 

Share Proportionate Share Pension Liability the Net Pension Liability Employer's Liability (Asset) as a Percentage of 
(Percentage) of (Amount) of the Net Associated with Associated with the Covered a Percentage of its the Total 
the Net Pension Pension Liability the Commission Commission Payroll•• Covered Payroll Pension 
Liabili!X (Asset) (Asset! (a) (b) (a+b) (c) ((a+b)lc) Liabili!X 

0.0170% $ 881,028 $ $ 881,028 $ 995,180 88.53% 78.20% 
0.0181% 1,469,630 19,156 1,488.786 1,122,267 132.66% 68.91% 
0.0177% 1,129,957 14,210 l,144,167 1,140,253 100.34% 75.90% 
0.0163% 904,258 29,600 933,858 1,092,933 85.45% 79.53% 
0.0166% 917,778 28,499 946,277 1,176,240 80.45% 80.23% 
0.0167% 1,001,243 31,027 1,032,270 1,190,453 86.71% 79.06% 

•• For Pllll'Oses of this schedule, covered payroll is defined as ''pensiooable wages." 
This schedule is presented prospectively beginning with the fiscal year ended December 3 I, 2015. 
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PRINCETON PUBLIC UTILITIES COMMISSION 
REQUIRED SUPPLEMENTARY INFORMATION 

SCHEDULE OF EMPLOYER'S PROPORTIONATE SHARE OF 
NET PENSION LIABILITY 

PUBLIC EMPLOYEES GENERAL EMPLOYEES RETIREMENT FUND 
For the Year Ended December 31, 2020 

Notes to Schedule of Employer's Proportionate Share of Net Pension Liability and Related Ratios 

2020 Changes 
Changes in Actuarial Assumptions 

• The price inflation assumption was decreased from 2.50% to 2.25%. 
• The payroll growth assumption was decreased from 3.25% to 3.00%. 
• Assumed salary increase rates were changed as recommended in the June 30, 2019 experience study. The net effect is assumed rates that 

average 0.25% less than previous rates. 
• Assumed rates ofretirement were changed as recommended in the June 30, 2019 experience study. The changes result in more unreduced 

(normal) retirements and slightly fewer Rule of 90 and early retirements. 
• Assumed rates of termination were changed as recommended in the June 30, 2019 experience study. The new rates are based on service and are 

generally lower than the previous rates for years 2-5 and slightly higher thereafter. 
• Assumed rates of disability were changed as recommended in the June 30, 2019 experience study. The change results in fewer predicted 

disability retirements for males and females. 
• The base mortality table for healthy annuitants and employees was changed from the RP-2014 table to the Pub-2010 General Mortality table, 

with adjustments. The base mortality table for disabled annuitants was changed from the RP-2014 disabled annuitant mortality table to the 
PUB-2010 General/Teacher disabled annuitant mortality table, with adjustments. 

• The mortality improvement scale was changed from Scale MP-2018 to Scale MP-2019. 
• The assumed spouse age difference was changed from two years older for females to one year older. 
• The assumed number of married male new retirees electing the I 00% Joint & Survivor option changed from 35% to 45%. The assumed 

number of married female new retirees electing the I 00% Joint & Survivor option changed from 15% to 30%. The corresponding number of 
married new retirees electing the Life annuity option was adjusted accordingly. 

Changes in Plan Provisions 
• Augmentation for current privatized members was reduced to 2.0% for the period July I, 2020 through December 31, 2023 and 0.0% after. 

Augmentation was eliminated for privatizations occurring after June 30, 2020. 

2019 Changes 
Changes in Actuarial Assumptions 

• The mortality projection scale was changed from MP-2017 to MP-20 I 8. 
Changes in Plan Provisions 

• The employer supplemental contribution was changed prospectively, decreasing from $31.0 million to $21.0 million per year. The State's 
special funding contribution was changed prospectively, requiring $16.0 million due per year through 2031. 

2018 Changes 
Changes in Actuarial Assumptions 

• The mortality projection scale was changed from MP-2015 to MP-2017. 
• The assumed benefit increase was changed from 1.00% per year through 2044 and 2.50% per year thereafter to 1.25% per year. 

Changes in Plan Provisions 
• The augmentation adjustment in early retirement factors is eliminated over a five-year period starting July I, 2019, resulting in actuarial 

equivalence after June 30, 2024. 
• Interest credited on member contributions decreased from 4.00% to 3.00%, beginning July I, 2018. 
• Deferred augmentation was changed to 0.00%, effective January I, 2019. Augmentation that has already accrued for deferred members will 

still apply. 
• Contribution stabilizer provisions were repealed. 
• Postretirement benefit increases were changed from 1.00% per year with a provision to increase to 2.50% upon attainment of90.00% funding 

ratio to 50.00% of the Social Security Cost of Living Adjustment, not less than 1.00% and not more than 1.50%, beginning January I, 2019. 
• For retirements on or after January I, 2024, the first benefit increase is delayed until the retiree reaches normal retirement age; does not apply 

to Rule of90 retirees, disability benefit recipients, or survivors. 
• Actuarial equivalent factors were updated to reflect revised mortality and interest assumptions. 

2017 Changes 
Changes in Actuarial Assumptions 

• The combined service annuity (CSA) loads were changed from 0.80% for active members and 60.00% for vested and non-vested deferred 
members. The revised CSA load are now 0.00% for active member liability, 15.00% for vested deferred member liability, and 3.00% for non
vested deferred member liability. 

• The assumed postretirement benefit increase rate was changed for 1.00% per year for all years to 1.00% per year through 2044 and 2.50% per 
year thereafter. 
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PRINCETON PUBLIC UTILITIES COMMISSION 
REQUIRED SUPPLEMENTARY INFORMATION 

SCHEDULE OF EMPLOYER'S PROPORTIONATE SHARE OF 
NET PENSION LIABILITY 

PUBLIC EMPLOYEES GENERAL EMPLOYEES RETIREMENT FUND (continued) 
For the Year Ended December 31, 2020 

Changes in Plan Provisions 
• The State's contribution for the Minneapolis Employees Retirement Fund equals $16,000,000 in 2017 and 2018, and $6,000,000 thereafter. 
• The Employer Supplemental Contribution for the Minneapolis Employees Retirement Fund changed from $21,000,000 to $31,000,000 in 

calendar years 2019 to 2031. The state's contribution changed from $16,000,000 to $6,000,000 in calendar years 2019 to 2031. 

2016 Changes: 
Changes in Actuarial Assumptions 

• The assumed postretirement benefit increase rate was changed from 1.00% per year through 2035 and 2.50% per year thereafter to 1.00% per 
year for all years. 

• The assumed investment return was changed from 7.90% to 7.50%. The single discount rate changed from 7.90% to 7.50%. 
• Other assumptions were changed pursuant to the experience study June 30, 2015. The assumed future salary increases, payroll growth, and 

inflation were decreased by 0.25% to 3.25% for payroll growth and 2.50% for inflation. 
Changes in Plan Provisions 

• There have been no changes since the prior valuation. 

2015 Changes: 
Changes in Actuarial Assumptions 

• The assumed postretirement benefit increase rate was changed from 1.00% per year through 2030 and 2.50% per year thereafter to 1.00% per 
year through 2035 and 2.50% per year thereafter. 

Changes in Plan Provisions: 
• On January I, 2015, the Minneapolis Employees Retirement Fund was merged into the General Employees Fund, which increased the total 

pension liability by $1.1 billion and increased the fiduciary plan net position by $892 million. Upon consolidation, state and employer 
contributions were revised; the State's contribution of$6.0 million, which meets the special funding situation definition, was due September 
2015. 
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ADDITIONAL REPORTS 



Charles G. Mayer, CPA 
Keith G. Porter, CPA 
Julie A. Nelson, CPA 

Mayer, Porter & Nelson, Ltd. 
CERTIFIED PUBLIC ACCOUNTANTS 

office@beinhorncpa.com 
www.beinhomcpa.com 

133 4th St. NE, P.O. Box 206 
Staples, MN 56479 

218-894-1399 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT 
AUDITING STANDARDS 

To the Commissioners 
Princeton Public Utilities Commission 
Princeton, Minnesota 55371 

We have audited, in accordance with U.S. generally accepted auditing standards and the standards 
applicable to financial audits contained in Government Auditing Standards issued by the Comptroller 
General of the United States, the financial statements of the business-type activities and each major 
fund of the Princeton Public Utilities Commission, Princeton, Minnesota, component unit of the City 
of Princeton, Minnesota, as of and for the year ended December 31, 2020, and the related notes to the 
financial statements, which collectively comprise the Commission's basic financial statements and 
have issued our report thereon dated June 7, 2021. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Princeton Public 
Utilities Commission's internal control over financial reporting (internal control) as a basis for 
designing audit procedures that are appropriate in the circumstances for the purpose of expressing our 
opinions on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the Princeton Public Utilities Commission's internal control. Accordingly, we do not 
express an opinion on the effectiveness of the Princeton Public Utilities Commission's internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and conect, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control such that there is a reasonable possibility that a material 
misstatement of the Commission's financial statements will not be prevented, or detected and conected 
on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal 
control that is less severe than a material weakness, yet important enough to merit attention by those 
charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies 
may exist that have not been identified. Given these limitations, during our audit we did not identify 
any deficiencies in internal control that we consider to be material weaknesses. We did identify certain 
deficiencies in internal control, described below, that we consider to be significant deficiencies. 
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Lack of Control Over the Financial Reporting Process 

Commission personnel prepare periodic reports and other financial information for internal use that 
meet the needs of management and the Commission. However, the Commission does not have internal 
resources to prepare full-disclosure financial statements required by U.S. GAAP for external reporting. 
For entities of the Commission's size, it generally is not practical to obtain the internal expertise to 
handle all aspects of the external financial reporting. The Commission's management is aware of this 
significant deficiency and addresses it by obtaining our assistance in the preparation of the 
Commission's annual financial statements. Management reviews and approves the completed 
statements and distributes them to users ( other than to the state auditor which we distribute on the 
Commission's behalf). 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Princeton Public Utilities Commission's 
basic financial statements are free from material misstatement, we performed tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with 
which could have a direct and material effect on the financial statements. However, providing an 
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do 
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other 
matters that are required to be reported under Government Auditing Standards. 

Princeton Public Utilities Commission's Response to Findings 

Princeton Public Utilities Commission's response to the findings identified in our audit is described 
previously. Princeton Public Utilities Commission's response was not subjected to the auditing 
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on 
it. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
Commission's internal control or on compliance. This report is an integral part of an audit performed 
in accordance with Government Auditing Standards in considering the Commission's internal control 
and compliance. Accordingly, this communication is not suitable for any other purpose. 

Staples, Minnesota 
June 7, 2021 
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Charles G. Mayer, CPA 
Keith G. Porter, CPA 
Julie A. Nelson, CPA 

Mayer, Porter & Nelson, Ltd. 
CERTIFIED PUBLIC ACCOUNTANTS 

office@beinhorncpa.com 
www.beinhomcpa.com 

INDEPENDENT AUDITOR'S REPORT 

REPORT ON MINNESOTA LEGAL COMPLIANCE 

To the Commissioners 
Princeton Public Utilities Commission 
Princeton, Minnesota 55371 

133 4th St. NE, P.O. Box 206 
Staples, MN 56479 

218-894-1399 

We have audited, in accordance with U.S. generally accepted auditing standards and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by 
the Comptroller General of the United States, the financial statements of the business-type 
activities and each major fund of the Princeton Public Utilities Commission, Princeton, 
Minnesota, component unit of the City of Princeton, Minnesota, as of and for the year ended 
December 31, 2020, and the related note~ to the financial statements, which collectively 
comprise the Commission's basic financial statements, and have issued our report thereon dated, 
June 7, 2021. 

In connection with our audit, nothing came to our attention that caused us to believe that the 
Princeton Public Utilities Commission failed to comply with the provisions of the contracting 
and bidding, deposits and investments, conflicts of interest, claims and disbursements, and 
miscellaneous provisions sections of the Minnesota Legal Compliance Audit Guide for Other 
Political Subdivisions, promulgated by the State Auditor pursuant to Minnesota Statute § 6.65, 
insofar as they relate to accounting matters. Additionally, we tested for compliance with the 
authority to issue public debt. However, our audit was not directed primarily toward obtaining 
knowledge of such noncompliance. Accordingly, had we performed additional procedures, other 
matters may have come to our attention regarding the Commission's noncompliance with the 
above referenced provisions, insofar as they relate to accounting matters. 

The purpose of this repo1i is solely to describe the scope of our testing of compliance and the. 
results of. that testing, and not to provide an opinion on compliance. Accordingly, this 
communication is not suitable for any other purpose. 

Staples, Minnesota 
June 7, 2021 
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