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Independent Auditor’s Report

Members of the City Council
City of North Little Rock, Arkansas

Report on the Audit of the Financial Statements

Opinion
We have audited the financial statements of the City of North Little Rock Electric Department
(Department), an enterprise fund of the City of North Little Rock, Arkansas, as of and for the year ended

December 31, 2025, and the related notes to the financial statements, which collectively comprise the
Department’s basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the financial position of the Department as of December 31, 2025, and the changes in financial
position and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States (Government Auditing Standards). Our
responsibilities under those standards are further described in the “Auditor’'s Responsibilities for the Audit
of the Financial Statements” section of our report. We are required to be independent of the Department,
and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating
to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Emphasis of Matter

As discussed in Note 1, the financial statements present only the Department and do not purport to, and
do not, present fairly the financial position of the City of North Little Rock, Arkansas, as of
December 31, 2025, and the changes in its financial position, or, where applicable, its cash flows for the
year then ended in accordance with accounting principles generally accepted in the United States of
America. Our opinion is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

Forvis Mazars, LLP is an independent member of Forvis Mazars Global Limited



Members of the City Council
City of North Little Rock, Arkansas

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS and Government
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Department’s internal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, pension, and other postemployment benefit information be presented to
supplement the basic financial statements. Such information is the responsibility of management and,
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 GAAS, 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.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Department’s basic financial statements. The budgetary comparison schedule
and the schedule of net revenues and debt service requirements are presented for purposes of additional
analysis and are not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the basic financial statements. The information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional



Members of the City Council
City of North Little Rock, Arkansas

procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the budgetary comparison schedule and the schedule of net
revenues and debt service requirements are fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 28, 2026,
on our consideration of the Department’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 Department’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
the Department’s internal control over financial reporting and compliance.

Forvis Mazars, LLP

Dallas, Texas
May 28, 2026



City of North Little Rock Electric Department
Management’s Discussion and Analysis (Unaudited)
Year Ended December 31, 2025

This section presents management’s analysis of the City of North Little Rock Electric Department’s (Department
or NLRED) financial condition and activities for the fiscal year ended December 31, 2025. This information should
be read in conjunction with the financial statements.

Overview

Management’s Discussion and Analysis (MD&A) serves as an introduction to, and should be read in conjunction
with, the basic financial statements, required supplementary information and supplementary information. The
MD&A represents management’s examination and analysis of the Department’s financial condition and
performance.

The financial statements report information about the NLRED using full accrual accounting methods as utilized by
similar business activities in the private sector. The financial statements include a statement of net position,
statement of revenues, expenses and changes in net position, statement of cash flows, notes to the financial
statements, and other supporting schedules.

The statement of net position presents the financial position of the NLRED on a full accrual basis. This statement
presents information on all of the assets and deferred outflows of resources as well as all of the liabilities and
deferred inflows of resources with the difference reported as net position. Over time, increases and decreases in
net position are indicators of whether the financial position of the NLRED is improving or deteriorating.

While the statement of net position provides information about the nature and amount of resources and
obligations at year-end, the statement of revenues, expenses, and changes in net position presents the results of
the business activities over the course of the fiscal year and information as to how the net position changed during
the 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 the cashflows.

The statement of cash flows presents changes in cash and cash equivalents resulting from operational, financing,
and investing activities. This statement presents cash receipts and disbursements information only.

The notes to the financial statements, required supplementary information, and supplementary information are
provided to disclose information that is essential to a full understanding of the material data provided in the
financial statements.

The financial statements were prepared by NLRED staff from its detailed transactions for the year ended
December 31, 2025. The financial statements were audited and adjusted, if material, during the independent
external audit process.

Financial Analysis

The financial statements on pages 8 through 12 provide information about the financial activities of NLRED. The
following information is an analysis of the year presented.



City of North Little Rock Electric Department
Management’s Discussion and Analysis (Unaudited)
Year Ended December 31, 2025

Statement of Net Position

As of December 31, 2025, total assets and deferred outflows exceeded total liabilities and deferred inflows by
$189,247,137. Of the total net position, $126,866,927 was invested in capital assets, net of accumulated
depreciation and amortization, and reduced by outstanding balances of bonds and other debt attributable to the
acquisition, construction, or improvement of those assets; $704,395 was restricted for debt service; and
$61,675,815 was unrestricted.

2025 2024
Current assets $ 78,790,497 $ 77,208,219
Other noncurrent assets 9,608,513 10,538,185
Capital and subscription assets, net 136,891,758 129,375,253
Deferred outflows of resources 901,005 966,941
Current liabilities 10,233,443 6,792,782
Noncurrent liabilities 25,061,583 26,458,229
Deferred inflows of resources 1,649,610 914,455
Net Position
Net investment in capital assets 126,866,927 119,871,318
Restricted for debt service 704,395 1,805,967
Unrestricted net position 61,675,815 62,245,847

The current ratio is an indication of short-term liquidity and is calculated by dividing current assets by current
liabilities. A resulting number greater than one indicates current assets are in excess of current needs that can be
applied in future periods. The current ratio for NLRED was 7.7 for 2025 and 11.4 for 2024. Another ratio that is
computed from the statement of net position is the debt utilization ratio, which indicates what percentage the total
debt is to total assets. This ratio is calculated by dividing total debt by total assets. The debt utilization ratio was
3% for the year ended December 31, 2025, compared to 4% for the year ended December 31, 2024.

Statement of Revenues, Expenses, and Changes in Net Position

For the year ended December 31, 2025, operating revenues were $108,524,728 and operating expenses were
$91,067,523. Nonoperating revenues (expenses), net, totaled $1,816,800, which consisted of nonoperating
revenues of $2,618,619 and nonoperating expenses of $801,819. Transfers to the City were $13,950,000. The
result was an increase in net position of $5,324,005.

2025 2024
Operating revenues $ 108,524,728 $ 102,263,034
Operating expenses 91,067,523 81,307,610
Nonoperating revenues 2,618,619 2,125,413
Nonoperating expenses 801,819 722,688
Transfers to the City 13,950,000 13,950,000
Increase in net position $ 5,324,005 $ 8,408,149




City of North Little Rock Electric Department
Management’s Discussion and Analysis (Unaudited)
Year Ended December 31, 2025

The NLRED operating revenues increased by $6,261,694 in 2025 compared to 2024. The primary driver of the
increase was higher year-over-year power costs included in the Power Cost Adjustment (PCA) model. The
majority of NLRED operating revenue is derived from residential and commercial customers. The total number of
customers served across all classes in 2025 was 40,868, compared to 40,137 in 2024.

Operating expenses, including depreciation and amortization expense, for 2025 increased by $9,759,913 from
2024. This increase was primarily driven by above-average purchased power costs in 2025 compared to the prior
eight-year baseline, reflecting the rising market value of energy and capacity commodities.

Nonoperating revenues for 2025 increased by $493,206 compared to 2024. The increase was primarily related to
approximately $1.1M of intergovernmental revenue recorded in 2025. This included the final disbursement for
the EF3 tornado that struck the city of North Little Rock, which resulted in damage to approximately 1,600 homes
and over 15,000 people with power outages. Nonoperating expenses for 2025 increased by $79,131 compared to
2024, primarily due to the loss on disposal of plant and equipment in 2025.

Budget-to-Actual Comparison

The budget is prepared internally by NLRED based on the prior year’s activity. The previous year's amounts are
adjusted to reflect anticipated activity for the current year. As with any budget, there are differences between
anticipated and actual results.

Operating revenues were approximately $6.2M less than the amount budgeted. The main reason for the variance
was milder weather patterns during peak seasons and aggressive revenue targets. Operating expenses were
approximately $14.7M less than the amount budgeted. This favorable variance was primarily due to the deferral of
planned capital and operational projects that did not come to fruition due to industry constraints, such as supply
chain disruptions and budgeted positions that remained vacant. The change in net position was approximately
$5.8M greater than the amount budgeted.

See “Budgetary Comparison Schedule” on page 33 of this report.

Capital and Subscription Assets and Debt Administration
Capital and subscription assets

The Department’'s investment in capital and subscription assets as of December 31, 2025 amounts to
$136,891,758 (net of accumulated depreciation and amortization). This investment in capital and subscription
assets includes land, construction in progress, plant and equipment, and subscription assets. Capital and
subscription assets increased by approximately $7.5 million primarily as a result of approximately $20.1 million in
additions to the electric system and subscription assets offset by $12.2 million in current year depreciation and
amortization expense.

Department’s Capital and Subscription Assets (Net of Depreciation and Amortization)

2025 2024
Land $ 2,382,960 $ 2,382,960
Construction in progress 13,727,609 12,409,625
Plant and equipment 120,201,742 114,430,157
Subscription assets 579,447 152,511
Total $ 136,891,758 $ 129,375,253




City of North Little Rock Electric Department
Management’s Discussion and Analysis (Unaudited)
Year Ended December 31, 2025

Long-term Debt

At the end of the current fiscal year, the Department had total bonded debt and subscription liability of
$6,881,474. The entire amount of debt is backed by the full faith and credit of the government. Revenue bonds
payable decreased from $9.5 million to $6.9 million during 2025 due to scheduled bond payments.

Department’s Outstanding Debt and Subscription Liability

2025 2024
Revenue bonds $ 6,405,000 $ 9,432,646
Subscription liability 476,474 71,289
Total $ 6,881,474 $ 9,503,935

Requests for Information

This financial report is designed to provide a general overview of the Department’s finances for all those with an
interest in the government’s finances. Questions concerning any of the information provided in this report or
requests for additional financial information should be addressed to the Director of Financial Operations, P.O.
Box 159, North Little Rock Electric Department, North Little Rock, AR, 72115.
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City of North Little Rock Electric Department
Statement of Net Position
December 31, 2025

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
Current Assets

Cash and cash equivalents $ 38,640,273
Investments 14,492,682
Accounts receivable, net of allowance 3,462,210
Other receivables 44 137
Due from other funds 150,000
Unbilled revenue 6,505,491
Inventory 15,380,500
Prepaid expenses 115,204
Total Current Assets 78,790,497

Noncurrent Assets

Restricted cash and cash equivalents 8,748,513
Due from other funds 860,000
Total Other Noncurrent Assets 9,608,513

Capital and Subscription Assets

Property, plant, and equipment 336,707,939
Subscription assets 886,730
Less accumulated depreciation and amortization (200,702,911)
Total Capital and Subscription Assets 136,891,758
Total Assets 225,290,768

Deferred Outflows of Resources

Deferred amounts related to pensions 839,046
Deferred amounts related to OPEB 61,959
Total Deferred Outflows of Resources 901,005
Total Assets and Deferred Outflows of Resources $ 226,191,773

See Notes to Financial Statements 8



City of North Little Rock Electric Department
Statement of Net Position
December 31, 2025

(Continued)

LIABILITIES , DEFERRED INFLOWS OF RESOURCES, AND NET POSITION

Current Liabilities
Accounts payable
Accrued expenses and other liabilities
Due to other funds
Bonds payable — current portion
Subscription liability — current portion
Accrued compensated absences
Accrued interest payable

Total Current Liabilities

Noncurrent Liabilities
Customer deposits payable
Net pension liability
Total OPEB liability

Accrued compensated absences — noncurrent portion

Bonds payable — noncurrent portion
Subscription liability — noncurrent portion

Total Noncurrent Liabilities

Total Liabilities

Deferred Inflows of Resources
Deferred inflows related to pensions
Deferred inflows related to OPEB

Total Deferred Inflows of Resources

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

Total Net Position

Total Liabilities, Deferred Inflows of Resources,
and Net Position

See Notes to Financial Statements

$

4,926,777
751,128
3,179,273
1,000,000
131,531
177,961
66,773

10,233,443

7,917,969
9,373,137
284,140
1,736,394
5,405,000
344,943

25,061,583

35,295,026

1,162,604
497,006

1,649,610

126,866,927
704,395
61,675,815

189,247,137

$

226,191,773




City of North Little Rock Electric Department
Statement of Revenues, Expenses, and Changes in Net Position

Year Ended December 31, 2025

Operating Revenues
Sale of electricity, net of uncollectible accounts
Penalty income
Miscellaneous income

Total Operating Revenues
Operating Expenses
Salaries and fringe benefits
Purchased electricity and transmission costs
Maintenance
Franchise tax
Depreciation and amortization
Other services and charges
Total Operating Expenses
Operating Income
Nonoperating Revenues (Expenses)
Interest and investment income
Interest expense
Trustee fees
Loss on disposal of plant and equipment
Intergovernmental revenue
Total Nonoperating Revenues (Expenses), Net
Income Before Transfers Out
Transfers to Other City Funds
Increase in Net Position

Net Position, Beginning of Year

Net Position, End of Year

See Notes to Financial Statements

$

106,292,706
1,411,651
820,371

108,524,728

10,724,665
58,352,228
4,703,898
383,627
11,147,961
5,755,144

91,067,523

17,457,205

1,531,170
(391,724)
(16,500)
(393,595)
1,087,449

1,816,800

19,274,005

13,950,000

5,324,005

183,923,132

189,247,137

10



City of North Little Rock Electric Department
Statement of Cash Flows
Year Ended December 31, 2025

Cash Flows From Operating Activities
Receipts from customers
Payments to vendors
Payments for purchase of electricity
Payments for taxes
Payments to employees

Net Cash Provided by Operating Activities
Cash Flows From Noncapital Financing Activities
Transfers to other departments

Net reduction of due to/from other funds

Net Cash Used in Noncapital Financing Activities

Cash Flows From Capital and Related Financing Activities

Repayment of revenue bonds

Repayment of subscription liability
Purchase of property, plant, and equipment
Interest paid

Proceeds from grants

Trustee payments

Net Cash Used for Capital and Related Financing Activities

Cash Flows From Investing Activities
Proceeds from sale of investments
Purchase of investments
Interest on investments

Net Cash Provided by Investing Activities

Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of the Year

Cash and Cash Equivalents, End of the Year

See Notes to Financial Statements

$

110,240,504
(6,378,658)
(58,352,228)
(383,627)
(10,866,303)

34,259,688

(13,950,000)
145,000

(13,805,000)

(3,027,646)
(248,782)
(16,270,719)
(411,016)
1,087,449
(16,500)

(18,887,214)

9,738,408
(10,327,767)
1,531,170

941,811

2,509,285

44,879,501

$

47,388,786

11



City of North Little Rock Electric Department
Statement of Cash Flows
Year Ended December 31, 2025 (Continued)

Reconciliation of Operating Income to Net Cash Provided
by Operating Activities
Operating income $ 17,457,205

Adjustments to Reconcile Operating Income to Net Cash
Provided by Operating Activities

Depreciation and amortization expense 12,157,943
Decrease (Increase) in assets and deferred outflows of resources
Accounts receivable 2,321,445
Unbilled revenues (605,669)
Prepaid expenses 2,261,504
Inventory (1,676,242)
Deferred outflows of resources 65,936
Increase (decrease) in liabilities and deferred inflows of resources
Accounts payable 2,537,225
Accrued expenses (290,688)
Customer deposits payable 238,603
Pension and OPEB (946,203)
Compensated absences 3,474
Deferred inflows of resources 735,155
Net Cash Provided by Operating Activities $ 34,259,688
Supplemental Disclosure of Noncash Investing, Capital, and
Financing Activities
Addition of subscription assets via long-term obligations $ 653,967
Loss on disposal of plant and equipment $ 393,595

See Notes to Financial Statements 12



City of North Little Rock Electric Department
Notes to the Financial Statements
December 31, 2025

Note 1. Summary of Significant Accounting Policies

Principles of Operations and Reporting Entity

The City of North Little Rock Electric Department (Department) generates and provides electrical power to
residents and businesses of the City of North Little Rock, Arkansas (City), and other communities in Pulaski
County, Arkansas. The Department extends credit to customers on an unsecured basis. The financial statements
present only the Department, an enterprise fund, and are not intended to present the financial position of the City
of North Little Rock, Arkansas.

Basis of Accounting

The financial statements of the Department have been prepared in conformity with accounting principles generally
accepted in the United States of America as applied to governmental entities. As an enterprise fund of the City of
North Little Rock, the Department has adopted the provisions of Government Accounting Standards Board
(GASB) Statement No. 34, Basic Financial Statements and Management Discussion and Analysis for State and
Local Governments (GASB 34). GASB 34 established standards for external financial reporting for all state and
local governmental entities, which includes a statement of net position, a statement of revenues, expenses and
changes in net position, and a statement of cash flows. It requires the classification of net position into the three
components below:

¢ Net Investment in Capital Assets — consists of capital and subscription assets, including restricted capital
assets, net of accumulated depreciation/amortization and reduced by the outstanding balances of any
bonds, mortgages, notes, or other borrowing that are attributable to the acquisition, construction, or
improvement of those assets.

e Restricted — consists of constraints placed on net position imposed by creditors (such as through debt
covenants), grantors, contributors or laws or regulations of other governments or constraints imposed by
law through constitutional provisions or enabling legislation.

e Unrestricted — consists of net position that does not meet the definition of “restricted” or “net investment in
capital assets.”

The Department’s policy is to first apply restricted resources when an expense or outlay is incurred for purposes
for which both restricted and unrestricted net position are available.

The Department recognizes revenue and expenses using the accrual method of accounting. Revenues are
recorded when earned and expenses are recorded at the time liabilities are incurred, regardless of the timing of
related cash flows. The Department distinguishes operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services in connection with the principal
ongoing operations of the Department. Operating expenses include the cost of personnel, purchased electricity
and transmission costs, supplies, and depreciation/amortization on capital and subscription assets. All revenues
and expenses not meeting this definition are reported as nonoperating revenues and expenses.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets, deferred outflows of resources, liabilities, and deferred inflows of resources, the disclosure of contingent
assets and liabilities, and the reported revenues and expenses. Actual results could vary from the estimates that
were assumed in preparing the financial statements.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Department considers all highly liquid cash investments with
original maturities of less than three months to be cash equivalents.

13



City of North Little Rock Electric Department
Notes to the Financial Statements
December 31, 2025

Investments and Investment Income

Investments in U.S. Treasury and Agency obligations are carried at fair value. Fair value is determined using
quoted market prices. Investment income includes dividend and interest income and the net change for the year
in the fair value of investments carried at fair value.

Accounts Receivable

Accounts receivable are stated at the amount billed to customers. The Department utilizes the allowance method
of accounting for uncollectible accounts receivable. The Department reviews their customer accounts on a
monthly basis and records a reserve for specific amounts that management determines may not be collected,
which generally will include accounts that are more than 90 days past due. In addition, the Department has
established a general reserve for potential uncollectible accounts based on historical bad debts. Amounts are
written off at the point when collection attempts have been exhausted, which is usually nine months after the
account is past due. Management uses significant judgment in estimating uncollectible amounts. In estimating
uncollectible amounts, management believes the Department’s processes effectively address its exposure to
doubtful accounts. Changes in economic, industry, or specific customer conditions may require adjustment to the
allowance recorded by the Department. Accounts receivable are net of an allowance for doubtful accounts of
$100,261 at December 31, 2025.

Unbilled Revenue

The Department bills customers for electric services after usage based upon meter readings made during the
month. The Department records a receivable for unbilled revenue at December 31 for estimated usage for which
bills have not been sent.

Inventory and Prepaid Expenses

Inventory consists of materials and supplies valued at the lower of cost or market, using the average cost method.
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid
expenses.

Property, Plant, and Equipment

Property, plant, and equipment are stated at cost unless otherwise noted. Depreciation is provided by the straight-
line method over the estimated useful lives of the related assets ranging from five to fifty years. The cost of
additions to property, plant, and equipment includes contractual work, direct labor, materials, and allocable
overhead. Costs of repairs and maintenance that do not improve or extend the lives of the assets are charged to
expense as incurred.

Restricted Cash

The Department’'s bond agreements restrict certain assets for the payment of debt service, capital improvements,
and repairs and maintenance, as well as certain resources set aside for their repayment, are classified as
restricted assets on the statement of net position. The Department had restricted assets for debt service in the
amount of $704,395 at December 31, 2025.

Customer’s deposits received for electric services are, by law, to be considered restricted assets. The Department
had restricted assets for customer’s deposits in the amount of $8,044,118 at December 31, 2025.
Long-Term Obligations

Long-term obligations are reported net of any applicable premiums or discounts. Premiums and discounts are
deferred and amortized over the life of the bonds using the effective interest method. Debt issuance costs,
including underwriter fees, are reported as period costs when incurred.

14



City of North Little Rock Electric Department
Notes to the Financial Statements
December 31, 2025

Subscription Assets and Liability

The Department contracts for noncancelable subscriptions of information technology software. At the
commencement of a subscription, the Department measures the subscription liability at the present value of
payments expected to be made during the subscription term. Subsequently, the subscription liability is reduced by
the principal portion of subscription payments made. The subscription asset is initially measured as the initial
amount of the subscription liability, adjusted for subscription payments made at or before the subscription
commencement date, plus certain initial direct costs. Subsequently, the subscription asset is amortized on a
straight-line basis over its useful life or subscription term, whichever is shorter.

Key estimates and judgments related to subscriptions include how the Department determines: (1) the discount
rate it uses to discount the expected subscription payments to present value, (2) subscription term, and (3)
subscription payments.

The Department uses the interest rate charged by the subscription-based information technology arrangement
(SBITA) vendor as the discount rate. When the interest rate charged by the SBITA vendor is not provided, the
Department generally uses its estimated incremental borrowing rate as the discount rate for subscriptions.

The subscription term includes the noncancellable period of the subscription. Subscription payments included in
the measurement of the subscription liability are composed of fixed payments and purchase option price that the
Department is reasonably certain to exercise.

The Department monitors changes in circumstances that would require a remeasurement of its subscription and
will remeasure the subscription asset and liability if certain changes occur that are expected to significantly affect
the amount of the subscription liability.

Subscription assets are reported with capital and subscription assets and subscription liabilities are reported with
current and long-term liabilities on the statement of net position.

Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the
Department’s defined benefit pension plan (Plan) and additions to/deductions from the Plan’s fiduciary net
position have been determined on the same basis as they are reported by the Plan. For this purpose, benefit
payments (including refunds of employee contributions) are recognized when due and payable in accordance with
the benefit terms. Investments are reported at fair value.

Postemployment Benefits Other Than Pensions (OPEB)

For purposes of measuring the total OPEB liability, deferred outflows of resources and deferred inflows of
resources related to OPEB, and OPEB expense, information about the Department’s Health Care Plan and
additions to/deductions from the Plan have been determined on the same basis as they are reported by the Plan.
For this purpose, the Plan recognizes benefit payments when due and payable in accordance with the benefit
terms.

Compensated Absences

The Department policies permit most employees to accumulate vacation and sick leave benefits that may be
realized as paid time off, or in limited circumstances, as a cash payment. The Department has accrued a liability
for vacation and sick leave pay, which has been earned but not taken by employees.
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Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for deferred outflows
of resources. This separate financial statement element, deferred outflows of resources, represents a
consumption of net assets that applies to a future reporting period(s), and so will not be recognized as an outflow
of resources (expense) until then. The Department has two types of items that qualify for reporting in this
category. The deferred pension outflows relate to pension items requiring deferral under GASB 68, and the
deferred outflows from other postemployment benefits relate to OPEB items requiring deferral under GASB 75.

In addition to liabilities, the statement of net position 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 assets that applies to a future reporting period(s) and so will not be recognized as an inflow of resources
(revenue) until that time. The Department has two types of items that qualify for reporting in this category. The
deferred pension inflows relate to pension items requiring deferral under GASB 68 and the deferred inflows from
other postemployment benefits relate to OPEB items requiring deferral under GASB 75.

Transfers to General Fund

The Department transfers funds to the General Fund of the City of North Little Rock, Arkansas based on amounts
directed and authorized by the City Council in the annual budget. These transfers are accounted for as operating
transfers. The amount of transfers is $13,950,000 for the year ended December 31, 2025.

Adoption of New Accounting Standards

The Department adopted GASB Statement No. 102, Certain Risk Disclosures, which was effective for the
Department beginning in fiscal year 2025. The objective of this Statement is to provide users of government
financial statements with essential information about risks related to a government’s vulnerabilities due to certain
concentrations or constraints. Implementation of GASB 102 did not affect beginning net position as of January 1,
2025 and did not have a material impact on the Department.

Future Adoption of Accounting Standards

GASB has issued the following potentially significant statements which the Department has not yet adopted, and
which require adoption subsequent to December 31, 2025. The Department will evaluate the potential impact on
the Department’s net position.

GASB Statement No. 103, Financial Reporting Model Improvements: The objective of this Statement is to
improve key components of the financial reporting model to enhance its effectiveness in providing information that
is essential for decision making and assessing a government’s accountability. This Statement also addresses
certain application issues. This standard is effective for the Department’s fiscal year ended December 31, 2026.

GASB Statement No. 104, Disclosure of Certain Capital Assets: The objective of this Statement is to provide
users of government financial statements with essential information about certain types of capital assets. This
standard is effective for the Department’s fiscal year ended December 31, 2026.

GASB Statement No. 105, Subsequent Events: The objective of this Statement is to improve financial reporting
requirements for subsequent events. The purpose is to clarify subsequent events evaluation periods, distinguish
between recognized and nonrecognized subsequent events, and enhance related disclosure requirements. The
requirements of this Statement will take effect for the Department’s fiscal year ending December 31, 2027.
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Note 2. Deposits and Investments

Interest Rate Risk

The Department has no formal policy to limit its exposure to fair value losses due to rising interest rates. The
investments subject to interest rate risk are as follows at December 31, 2025:

Investment Maturities (in Years)

Fair Value 01 1-2 2-5
December 31, 2025
Investments subject to interest
rate risk
U.S. agency securities $ 1,973,980 $ - $ 1,973,980 $ -
U.S. treasury obligations 12,518,702 12,518,702 - -
Money market mutual funds 9,716,832 9,716,832 - -
Total investments $ 24209514 $ 22235534 $ 1973980 % -
Credit Risk

Credit risk is the risk that the issuer or other counterparty to an investment will not fulfill its obligations. Provisions
of debt agreements require the investments by the Department be rated no less than Aa by Moody’s Investors
Service and AA by Standard and Poor’s Investor Service.

Custodial Credit Risk

For an investment, custodial credit risk is the risk that, in the event of a failure of the counterparty, the Department
will not be able to recover the value of its investment or collateral securities that are in the possession of an
outside party. State statutes require all time and demand deposits to be fully insured or collateralized. Accounts
with under $250,000 balance of either an interest bearing account or non-interest bearing account are covered by
FDIC deposit insurance. The total cash held in demand deposits has been fully collateralized and meets statutes’
requirements. At December 31, 2025, none of the Department’s bank balances of $39,768,121 (with a carrying
value of $37,671,954) were exposed to custodial credit risk.

Concentration of Credit Risk

The Department places no limit on the amount that may be invested in any one issuer. The Department had
amounts deposited in money market funds totaling $9,716,832, which are included in cash and cash equivalents
and restricted cash and cash equivalents at December 31, 2025.

Fair Value of Investments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. Fair value measurements must maximize the use of
observable inputs and minimize the use of unobservable inputs. There is a hierarchy of three levels of inputs that
may be used to measure fair value:

Level 1 Quoted prices in active markets for identical assets or liabilities
Level 2 Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities,

quoted prices in markets that are not active, or other inputs that are observable or can be
corroborated by observable market data for substantially the full term of the assets or liabilities
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Level 3 Unobservable inputs supported by little or no market activity and are significant to the fair value of
the assets or liabilities

The following table presents the fair value measurements of assets recognized in the accompanying financial
statements measured at fair value on a recurring basis and the level within the fair value hierarchy in which the
fair value measurements fall at December 31, 2025:

Quoted Prices

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
December 31, 2025
Investments by fair value level
U.S. treasury obligations $ 12,518,702 $ 12,518,702 $ - $ -
U.S. agency securities 1,973,980 - 1,973,980 -
Total investments by fair
value level 14,492,682 $ 12,518,702 $ 1,973,980 $ -

Investment measured at amortized

cost
Non-negotiable certificate of
deposit 10,539,479 *
Money market mutual funds 9,716,832 *
Total investments $ 34,748,993

* Included in cash and cash equivalents in the statement of net position
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Note 3. Capital and Subscription Assets

Capital and subscription assets consisted of the following at December 31, 2025:

Balance Balance
January 1, December 31,
2025 Additions Retirements Transfers 2025

Capital assets, not being depreciated

Land $ 2,382,960 $ - 8 -3 - $ 2,382,960

Construction in progress 12,409,625 14,408,514 (243,954) (12,846,576) 13,727,609
Total capital assets, not being depreciated 14,792,585 14,408,514 (243,954) (12,846,576) 16,110,569
Capital and subscription assets, being

Plant and equipment 322,547,441 5,005,562 (19,802,209) 12,846,576 320,597,370

Subscription assets 507,186 653,967 (274,423) - 886,730
Total capital and subscription assets, being

depreciated/amortized 323,054,627 5,659,529 (20,076,632) 12,846,576 321,484,100
Less accumulated depreciation and amortization for

Plant and equipment (208,117,284) (11,930,912) 19,652,568 - (200,395,628)

Subscription assets (354,675) (227,031) 274,423 - (307,283)
Total accumulated depreciation and amortization (208,471,959) (12,157,943) 19,926,991 - (200,702,911)
Total capital and subscription assets, being

depreciated/amortized, net 114,582,668 (6,498,414) (149,641) 12,846,576 120,781,189
Total capital and subscription assets, net $ 129375253 $§ 7910100 _$ (393595) $ - _$ 136,891,758

The Department allocates a portion of total depreciation and amortization expense to various operating expense
accounts. The amount of depreciation and amortization expense that was allocated as of December 31, 2025,
was $1,009,982.

Note 4. Long-Term Debt

On November 1, 2016, the Department issued a Series 2016 refunding revenue bond totaling $13,845,000.
Principal on the bond shall be paid annually, on a graduated basis, on May 1 of each year, commencing May 1,
2018, with the final payment due May 1, 2031. The bond shall bear interest at a fixed rate per annum for 96
months equivalent to 2.47% and at a fixed rate per annum equivalent to 2.57% for the remaining 78 months.
Interest will be payable semiannually on May 1 and November 1 of each year, commencing May 1, 2018.

On March 6, 2020, the Department issued a Series 2020 A & B refunding revenue bond totaling $16,479,710.
Principal on the bond shall be paid annually, on a graduated basis, on July 1 of each year, commencing July 1,
2020, with the final payment due July 1, 2025. The bond shall bear interest rates ranging between 1.853% and
1.921%. Interest will be payable semiannually on July 1 and December 1 of each year, commencing July 1, 2020.
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The following is a summary of the bonds payable, accrued compensated absences, and subscription liability
activity for the year ended December 31, 2025:

Beginning Ending
Balance Balance
January 1, December 31, Due Within
2025 Additions Retirements 2025 One Year
Revenue bonds $ 9432646 $ - $ 3027646 $ 6,405000 $ 1,000,000
Accrued compensated absences* 1,910,881 3,474 - 1,914,355 177,961
Subscription liability 71,289 653,967 248,782 476,474 131,531
Total $ 11414816 $ 657441 $§ 3276428 $ 8795829 _$ 1,309,492

* The change in accrued compensated absences is presented as a net amount, in accordance with GASB 101.
Aggregate payments of the bonds outstanding are as follows for the years ending December 31:

Revenue Bonds

Principal Interest Total
2026 $ 1,000,000 $ 153,759 $ 1,153,759
2027 1,025,000 127,374 1,152,374
2028 1,050,000 100,649 1,150,649
2029 1,080,000 72,583 1,152,583
2030 1,110,000 44,048 1,154,048
2031 1,140,000 14,730 1,154,730

$ 6,405,000 3 513,143 $ 6918,143

The City of North Little Rock, Arkansas, will maintain rates sufficient to produce net revenues equal to at least
125% of the annual debt service. Net revenues are defined as all revenues derived from operations of the electric
system, including profits from all funds maintained under bond indenture except the project fund, less
extraordinary income items and after reduction for normal operating expenses (exclusive of depreciation and
noncash items and interest expense). For the year ended December 31, 2025, the Department was in compliance
with this covenant.

As of December 31, 2025, the value of the subscription liabilities was $476,474. An incremental borrowing rate of

2.61% to 3.76% was used to measure subscription liabilities. As of December 31, 2025, the value of right-to-use
subscription assets was $886,730, with accumulated amortization of $307,283.
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Total future minimum subscription payments are as follows for the year ended December 31, 2025:

Principal Interest Total
2026 $ 131,531 $ 10,045 $ 141,576
2027 112,314 6,846 119,160
2028 114,960 4,200 119,160
2029 117,669 1,491 119,160
$ 476,474 $ 22,582 $ 499,056

Note 5. Non-Uniformed Employees Retirement Plan

Plan Description

All full-time employees of the Department are participants of the “The Retirement System of the City of North Little
Rock” (Non-uniformed Plan) defined benefit plan. The provisions of the Non-uniformed Plan call for employee
contributions of 5% of gross earnings to be paid through payroll withholdings. Each month, the Department
contributes 12.35% of each employee’s monthly compensation.

The Non-uniformed Plan is a single-employer, defined benefit plan established under Arkansas state law. The
Non-uniformed Plan assets are administered by an independent fiduciary agent but governed by a Board of
Trustees. The Non-uniformed Plan provides retirement, disability, and survivor benefits to all regular, full-time,
non-uniformed employees of the Department.

Benefits Provided

The Non-uniformed Plan provides retirement, disability, and death benefits to plan members. Retirement benefits
are determined as a percentage of the member’s final average earnings.

o Members are eligible to retire with a full benefit under the following conditions:

o Atage 65
o Atage 62 with 10 years of service

Members may retire with a reduced benefit at age 55 with at least 10 years of service.
Members are eligible for disability benefits at age 50 with 10 years of service.
Death benefits are paid to a surviving spouse based upon age and length of service.

Contributions

The recommended contribution level for the 2025 plan year for the City as a whole, including employee
contributions, is 17.60%. For 2025, the Department’s contributions to the Plan were $1,174,983.

Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to
Pensions

The Plan’s collective net pension liability of $34,333,834 was measured as of December 31, 2025, and the total
pension liability used to calculate the net pension liability was determined by an actuarial valuation as of
January 1, 2026. Each component unit’s proportion of the net pension liability was based on the component units
share of contributions to the pension plan relative to the total contributions of all participating component units.
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At December 31, 2025, the Department’s proportionate share was 27.3%, and the Department recorded a liability
of $9,373,137 for its proportionate share of the net pension liability.

For the year ended December 31, 2025, the Department recognized pension expense of $1,090,621. The
Department reported deferred outflows and inflows of resources related to pensions from the following sources, at
December 31, 2025:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Difference between expected and actual experience $ 672,552 $ 27,370
Changes of actuarial assumptions 131,640 -
Changes in proportion share 34,854 206,207
Net difference between projected and actual earnings on pension
plan investments - 919,027

$ 839,046 $ 1,152,604

Amounts reported as deferred outflows and inflows of resources related to pensions will be recognized in pension
expense in the following years, as follows:

2026 $ 254,510
2027 (315,412)
2028 (255,627)
2029 (72,085)
2030 57,044
Thereafter 18,012
Total $ (313,558)
Actuarial Assumptions

The total pension liability in the January 1, 2026 actuarial valuation was determined using the following actuarial
assumptions, applied to all periods included in the measurement:

Actuarial Cost Method Entry Age Normal

Amortization Method Level of Percent of Pay (3.5% Growth)

Remaining Amortization Period 14 Years

Asset Valuation Method Market Value

Actuarial Assumptions

Investment Rate of Return 6.5%

Mortality Table 105% Pub-2010, General Employees, below median income

Projected with MP-2020
This mortality basis first used for the 2022 ADC
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Cost of Living Adjustment (COLA)

The Plan does not provide cost-of-living adjustments (COLA), and none are anticipated or included in the

January 1, 2026 actuarial valuation.

Long-Term Expected Return on Plan Assets

The long-term expected rate of return on pension plan investments was determined using a building-block method
in which best-estimate ranges of expected future real rates of return. The target allocation of the plan and the

long-term expected real rates of return are summarized in the table below:

Long-Term
Expected
Target Real Rate
Asset Class Allocation of Return
Fixed Income 35% 3.50%
US Stock — Large Cap 35% 4.00%
US Stock — Mid/Small Cap 20% 5.25%
Foreign Equity (Developed) 5% 4.25%
Alternatives 0% 3.75%
Cash 5% 0.50%
Total 100%
Expected Inflation 2.50%

Single Discount Rate

A single discount rate of 6.50% was used to measure the total pension liability. This single discount rate was
based on the expected rate of return on pension plan investments of 6.50%. The projection of cash flows, based
on the assumptions made, found that the pension plan’s net together with the employer contributions and
projected investment returns will be sufficient to meet benefit payments and expenses in all future years.

Sensitivity of the Proportionate Share of the Net Position Liability to Changes in the Discount

Rate

The following presents the Department’s proportionate share of the net pension liability calculated using the
discount rate of 6.50%, as well as what the Department’s proportionate share of the net pension liability would be
if it were calculated using a discount rate that is one percentage point lower (5.50%) or one percentage point

higher (7.50%) than the current rate:

1% Decrease
(-5.5%)

Current Single
Rate (6.5%)

1% Increase
(-7.5%)

The Department’s proportionate share of the net
pension liability $ 13,011,485

$

9,373,137

$

6,344,611
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Note 6. Related-Party Transactions

The Information Technology (IT) Department of the City serves the needs of all departments city-wide, including
the Electric Department. The Electric Department contributed $1,750,000 to the General Fund for the services of
the IT Department for the year ended December 31, 2025.

The Electric Department transfers funds to the General Fund based on amounts directed and authorized by the
City Council in the annual budget. During 2025, the Department transferred $12,200,000 to the General Fund for
contributions in lieu of franchise fee payments and various overhead costs. At December 31, 2025, the
Department owed the City’s General Fund $3,179,273 for payroll reimbursements and reimbursements related to
capital improvements.

The Electric Department provides electric services to the City of North Little Rock, Arkansas and its various
operating departments and component units. During the year ended December 31, 2025, revenues derived from
providing electric power to other City departments totaled $1,348,241.

On January 30, 2017, a note in the amount of $1,105,000 was issued from North Little Rock Electric Department
to the City of North Little Rock. The note has a maturity date of December 1, 2031, with an interest rate of 3.25%.
On July 16, 2019, an additional note in the amount of $790,000 was issued from North Little Rock Electric
Department to the City of North Little Rock, with an interest rate of 5.25% maturing on December 1, 2031. The
notes are recorded as a due from other funds on the statement of net position and the total amount owed to the
Department as of December 31, 2025, was $1,010,000.

Note 7. Litigation

In the normal course of business, the Department is, from time to time, subject to allegations that may or do result
in litigation. The Department evaluates such allegations by conducting investigations to determine the validity of
each potential claim. Based upon the advice of legal counsel, management records an estimate of the amount of
ultimate expected loss, if any. Based on management’s evaluation, no amounts were accrued for expected losses
as of December 31, 2025. Events could occur that would cause the estimate of the ultimate loss to differ
materially in the near term.

Note 8. Other Post-Employment Benefit Plan

Plan Description

Employees of the Department who retire directly from active employment may participate in a single-employer
defined benefit healthcare plan (OPEB Plan) sponsored by the City of North Little Rock, Arkansas. No assets are
accumulated in a trust that meets the criteria in paragraph 4 of GASB Statement No. 75.

Benefits Provided

The OPEB Plan allows employees to continue health insurance coverage beyond retirement. Although retirees
are required to pay 100% of the group premium for continued coverage, the higher cost of covering retirees
results in a subsidy to those retirees, which is reflected in the recorded OPEB cost. Employees eligible include
those who retire directly from active employment at age 55 or over with at least 20 years of service.
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Employees Covered by the Benefit Terms

The following employees of the Department were covered by the benefit terms at December 31, 2025:

Inactive employees or beneficiaries currently receiving benefits 2
Active employees 117
119

Actuarial Assumptions

Using the following actuarial assumptions, the Department’s share of the total OPEB liability was measured as of
December 31, 2025, and the total OPEB liability was determined by an actuarial valuation as of December 31,
2025:

Inflation: 3% per year
Healthcare Cost Trend Rates: 8.0% in year 1, decreasing 0.5% each year to an ultimate rate of 5.0%
in year 7
Discount Rate: 4.43% per annum, as required by GASB 75
Mortality Table: Based on retirement Plans 2014 Mortality Rate
Total OPEB Liability

The components of the Department’'s proportionate share of the total OPEB liability were as follows at
December 31, 2025:

Balance, January 1, 2025 $ 260,118
Changes for the year
Service cost 19,094
Interest on total OPEB liability 11,829
Benefit payments (5,656)
Effect of assumptions changes or inputs (1,245)
Net changes 24,022

Balance, December 31, 2025 $ 284,140

Changes in assumptions and other inputs reflect a change in the discount rate from 4.28% at December 31, 2024,
to 4.43% at December 31, 2025.
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Sensitivity of the Department’s Proportionate Share of the Total OPEB Liability to Changes in Discount
Rates

The following presents the Department’s proportionate share of the total OPEB liability, as well as what the
Department’s proportionate share of the total OPEB liability would be if it were calculated using a discount rate
that is 1% lower or 1% higher than the current discount rate:

Current
1% Decrease Discount Rate 1% Increase in
in Discount Assumption Discount
Rate (3.43%) (-4.43%) Rate (5.43%)
Total OPEB liability $ 316,524 $ 284,140 $ 254,901

Sensitivity of the Department’s Proportionate Share of the Total OPEB Liability to Changes in the
Healthcare Cost Trend Rates

The following presents the Department’'s proportionate share of the total OPEB liability, as well as what the
Department’s total OPEB liability would be if it were calculated using a healthcare cost trend rate that is 1% lower
or 1% higher than the current healthcare cost trend rate:

Current
1% Decrease Healthcare 1% Increase in
in Discount Trend Discount Rate
Rate (7%) Cost (8%) (9%)
Total OPEB liability $ 241,088 $ 284,140 $ 337,425

OPEB Income and Deferred Outflows/Inflows of Resources Related to OPEB

For the year ended December 31, 2025, the Department recognized OPEB income of $30,573. The Department
reported deferred outflows of resources and deferred inflows of resources related to OPEB from the following
sources at December 31, 2025:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Difference in expected and actual experience $ - $ 391,885
Changes of actuarial assumptions 61,959 105,121

$ 61,959 $ 497,006
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Amounts reported as deferred outflows and deferred inflows of resources related to OPEB will be recognized in
OPEB expense in the following years, as follows:

Net Deferred
Outflows/
(Inflows)

of Resources

2026 $ (61,496)
2027 (61,496)
2028 (61,496)
2029 (61,493)
2030 (56,361)
Thereafter (132,705)
Total $ (435,047)

Note 9. Commitments

In 2007, the City of North Little Rock, Arkansas, entered into a Power Purchase Agreement (PPA) with the
Missouri Joint Municipal Electric Utility Commission (MJUMEUC). Under the agreement, the Department is
committed to acquire approximately 60 megawatts of generating capacity from the Plum Point Energy Station,
which was constructed near Osceola, Arkansas, and began power generation in 2010. The agreement runs
through December 31, 2050 but may end prior to that date if the plant is retired, if certain termination provisions
apply, or if otherwise agreed to by the parties. Under the agreement, the Department will pay its proportionate
share of the fixed and variable costs of operating the plant and its share of MUMEUC’s administrative and other
costs associated with the contract. During 2025, the Department paid $12,365,182 in purchased power from
MJMEUC.

The City of North Little Rock, Arkansas has an agreement with Entergy whereby Entergy has interconnected its
transmission facilities with the City’s facilities to transmit the hydroelectric power and energy generated at Murray
Hydroelectric Plant (Plant) to the electric system. The agreement continues as long as the City is authorized to
operate the Plant, unless terminated earlier by either party on not less than 60 months advance written notice.
Rates are determined based upon agreed-upon formulas, with billings to be made on a monthly basis.

During 2012, the City of North Little Rock established an adjustable Energy Cost Recovery Rider (ECR) as a
component of its electric rate structure. The ECR is designed to generate increases or decreases in billings to
customers depending on increases or decreases in the cost of purchasing and providing power to its customers.
In May 2019, the City Council adopted Ordinance No. 9000, replacing the two-component ECR variable rider with
a single component Power Cost Adjustment (PCA) rider. The PCA, in place with the new rate structure, is easier
to calculate and has less variability.

During 2013, the City entered into an energy-only contract in order to capitalize on the cost-effective delivery of
power from the Midcontinent Independent System Operator (MISO) market. Under the contract, the City will begin
managing the output of its generation resources in the market by selling excess energy into the market at the
current market price. When those resources produce insufficient energy, the City will purchase replacement
energy from the market at the current market price. During 2025, the Department paid $23,567,696 in purchased
power from MISO.
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During 2015, the City of North Little Rock amended its existing Power Supply Agreement (PSA) with WM
Renewable Energy (WMRE) to purchase the energy produced at the Two Pine landfill-gas-to-energy facility.
While the PSA was originally implemented in December 2005, the amendment replaced a previously fixed
purchase price with a variable pricing structure tied to MISO’s hourly energy market value. Under this structure,
the City pays WMRE an amount equal to its avoided MISO load purchases based on the day-ahead (DA) and
real-time (RT) Locational Marginal Price (LMP) at NLRED’s CP Node, plus an additional payment reflecting the
value of Two Pine’'s MISO-accredited Zonal Resource Credits (ZRC) determined under applicable resource
adequacy rules and annual Planning Resource Auction (PRA) results for Local Resource Zone 8. The facility’s
nameplate capacity is 4.8 MW. In 2025, costs associated with this power source were $1,077,399.

During 2023 and 2024, the City entered into a PPA with Today’s Power Inc. (TPI) for a 5 MW and 2 MW single-
axis tracking solar array with a contract price of $37.66/MWh and $44.25/MWh, respectively. NLRED is
responsible for purchasing all energy produced by the facility at the agreed-upon rates as well as fixed service
charges for each array with predetermined annual escalators. In 2025, costs associated with this power source
were $640,394.

Effective January 1, 2025, the Department terminated its Resource Management Agreement with The Energy
Authority, Inc. (TEA). However, under the terms of the termination, certain bilateral energy contracts remaining on
TEA’'s books persist and will continue to be settled and invoiced monthly to the Department through
December 31, 2030. During the year ended December 31, 2025, the Department incurred $8,004,184 in energy
costs related to these legacy TEA positions.

As a Market Participant (MP) with MISO, NLRED is required to purchase capacity to cover its Planning Resource
Margin Requirement (PRMR) assigned annually by MISO based on our utility’s historical contribution to the ISO’s
peak demand. MPs can purchase this capacity bilaterally or via MISO’s Planning Resource Auction (PRA) that
takes place prior to the beginning of a new Planning Year (PY), June through May. Sellers of bilateral capacity
typically require a lump-sum payment, which is usually invoiced in March ahead of the PRA. Capacity purchased
in the PRA is invoiced through weekly MISO-issued Market invoices. NLRED has a long-term agreement (20-year
term) with Primergy for as-accredited capacity out of its Prairie Mist Solar facility at $2.00/kW-month, which is
invoiced based on MISO’s seasonal construct. Bilateral capacity costs in 2025 totaled $1,146,656, and PRA
capacity totaled $5,976,796. For the 2026/2027 Planning Year, NLRED has paid $5,291,288 to bilateral
counterparties for seasonal capacity to be delivered/realized in June 2026 through May 2027.

The estimated future financial obligations for energy, capacity, and contractual consulting fees for TPS Energy
Management Services are as follows as of December 31, 2025:

Planning TPS Fees
Bilateral Bilateral Resource for Energy

Energy Capacity Auction Management

Hedges Hedges Capacity Services
2026 $ 6,808,220 $ 793,200 $ 578,077 $ 431,096
2027 4,893,572 382,500 226,853 444,029
2028 1,863,350 - - 149,095
2029 1,859,874 - - -
2030 1,859,874 - - -

$ 17,284,890 $ 1,175,700 ) 804,930 $ 1,024,220
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City of North Little Rock Electric Department
Notes to the Financial Statements
December 31, 2025

Note 10. Risk Management

The Department has various insurance policies to cover its potential liability risk areas (e.g., automobile, personal
property, contents and outside structures, and workers’ compensation). Coverage is provided both commercially
and through the Arkansas Municipal League (AML), which is an association of local governments. The
Department pays an annual premium to the pool. Management believes the coverage is adequate to preclude any
significant uninsured risk exposure to the Department. There have been no significant reductions in coverage
from 2024 to 2025; nor have settlement amounts exceeded insurance coverage for the current year or the three
prior years.
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City of North Little Rock Electric Department

Schedule of the Department’s Proportionate Share of the Net Pension Liability
Last Ten Years

December 31, 2025

2025 2024 2023 2022 2021
Department’s proportion of the net pension liability 27.30% 27.60% 27.60% 28.20% 28.10%
Department’s proportionate share of the net pension
liability $ 9373137 $ 10,343,362 $ 11,227,187 $ 11,758,063 8,921,201
Department’s covered-employee payroll $ 9500110 $ 9,208,364 $ 8,617,618 $ 8,144,496 7,571,914
Department’s proportionate share of the net pension
liability as a percentage of the total pension liability 98.66% 112.33% 130.28% 144.37% 117.82%
Plan fiduciary net position as a percentage of the total
pension liability 68.47% 64.06% 59.44% 56.10% 65.27%
2020 2019 2018 2017 2016
Department’s proportion of the net pension liability 27.60% 27.60% 27.80% 27.00% 25.40%
Department’s proportionate share of the net pension
liability $ 9139491 §$ 7,876,004 $ 8810416 $ 6,872,948 6,668,532
Department’s covered-employee payroll $ 7704469 $ 6,796,086 $ 6,648574 $ 6,280,067 5,583,222
Department’s proportionate share of the net pension
liability as a percentage of the total pension liability 118.63% 132.52% 108.01% 119.44% 95.05%
Plan fiduciary net position as a percentage of the
total pension liability 62.39% 64.44% 58.40% 65.44% 62.24%
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City of North Little Rock Electric Department

Schedule of Department Contributions

Last Ten Years
December 31, 2025

Actuarially determined contribution

Contribution in relation of the actuarially
determined contribution

Contribution deficiency (excess)
Covered-employee payroll

Contributions as a percentage of covered payroll

Actuarially determined contribution

Contribution in relation of the actuarially
determined contribution

Contribution deficiency (excess)
Covered-employee payroll

Contributions as a percentage of covered payroll

2025 2024 2023 2022 2021
1,200,814 1,161,175 1,397,778 1,061,228 1,154,717
1,174,983 1,135,492 1,064,767 1,004,826 897,271
25,831 25,683 333,011 56,402 257 446
9,500,110 9,208,364 8,617,618 8,144,496 7,571,914
12.37% 12.33% 12.36% 12.34% 11.85%
2020 2019 2018 2017 2016
1,090,182 1,075,820 913,514 970,270 743,127
770,446 679,609 664,857 565,206 334,398
319,736 396,211 248,657 405,064 408,729
7,704,469 6,796,086 6,648,574 6,280,067 5,583,222
10.00% 10.00% 10.00% 9.01% 5.99%
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City of North Little Rock Electric Department

Schedule of Changes in the Department’s Proportionate Share of

the Total OPEB Liability and Related Ratios

December 31, 2025

2025 2024 2023 2022 2021
Total OPEB Liability, Beginning of Year $ 260,118 463,566 423939 §$ 735909 $ 704,806
Changes for the year
Service cost 19,094 26,466 24,946 43,830 46,514
Interest 11,829 19,231 18,910 17,259 24,386
Difference between expected and actual
experience - (222,634) - (243,732) -
Benefit payments (5,656) (18,501) (20,292) (19,098) (6,565)
Changes of assumptions (1,245) (8,010) 16,063 (110,229) (33,232)
Total OPEB Liability, End of Year $ 284,140 260,118 463,566  $ 423939 § 735,909
Covered-employee Payroll $ 9,500,110 9,208,364 8,617,618 $ 8,144,496 $ 7,571,914
Total OPEB Liability as a Percentage of
Covered-employee Payroll 2.99% 2.82% 5.38% 5.21% 9.72%
2020 2019 2018
Total OPEB Liability, Beginning of Year $ 668,809 614,139 653,589
Changes for the year
Service cost 35,113 32,553 34,804
Interest 22,831 23,105 20,653
Difference between expected and actual
experience (104,407) - (33,650)
Benefit payments (7,162) (23,873) (33,422)
Changes of assumptions 89,622 22,885 (27,835)
Total OPEB Liability, End of Year $ 704,806 668,809 614,139
Covered-employee Payroll $ 7,704,469 6,796,086 6,796,086
Total OPEB Liability as a Percentage of
Covered-employee Payroll 9.15% 9.84% 9.04%
Notes to Schedule
Changes of benefit terms: None
Changes of assumptions and other inputs reflect the effects of changes in the
discount rate each period. The following are the discount rates used in each
period:
2017 3.16%
2018 3.64%
2019 3.26%
2020 1.93%
2021 2.25%
2022 4.31%
2023 4.00%
2024 4.28%
2025 4.43%

Note: The Electric Department began to report the above information when it implemented GASB Statement 75 in fiscal year 2018. This OPEB
schedule is intended to present information for 10 years. Additional information will be displayed as it becomes available.

No amounts are accumulated in a trust that meets the criteria in paragraph four of GASB Statement No. 75 to pay related benefits.
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City of North Little Rock Electric Department
Budgetary Comparison Schedule
Year Ended December 31, 2025

Operating Revenues
Sale of electricity, net of uncollectible accounts
Penalty income
Miscellaneous income

Total Operating Revenues
Operating Expenses
Salaries and fringe benefits
Purchased electricity and transmission costs
Maintenance
Franchise tax
Depreciation and amortization
Other services and charges
Total Operating Expenses
Operating Income
Nonoperating Revenues (Expenses)
Interest and investment income
Interest expense
Trustee fees
Loss on disposal of plant and equipment
Intergovernmental revenue
Total Nonoperating Revenues (Expenses)
Income Before Transfers Out
Transfers to Other City Funds
Increase (Decrease) in Net Position

Net Position, Beginning of Year

Net Position, End of Year

Original and Actual Over
Final Budget 2025 Actual (Under)

$ 109,784,793 $ 106,292,706 $ (3,492,087)
3,444,000 1,411,651 (2,032,349)
1,500,000 820,371 (679,629)
114,728,793 108,524,728 (6,204,065)
16,571,939 10,724,665 (5,847,274)
71,659,487 58,352,228 (13,307,259)
4,000,000 4,703,898 703,898
470,000 383,627 (86,373)
11,000,000 11,147,961 147,961
2,121,689 5,755,144 3,633,455
105,823,115 91,067,523 (14,755,592)
8,905,678 17,457,205 8,551,527
1,500,000 1,531,170 31,170
(400,000) (391,724) 8,276
(10,000) (16,500) (6,500)
- (393,595) (393,595)
3,444,000 1,087,449 (2,356,551)
4,534,000 1,816,800 (2,717,200)
13,439,678 19,274,005 5,834,327
13,950,000 13,950,000 -
(510,322) 5,324,005 5,834,327
183,923,132 183,923,132 -
$ 183,412,810 $ 189,247,137 $ 5,834,327
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City of North Little Rock Electric Department
Schedule of Net Revenues and Debt Service Requirements
Year Ended December 31, 2025

Revenues
Sale of electricity, net of uncollectible accounts
Penalty income
Miscellaneous income

Total Revenues
Expenses, Excluding Depreciation, Amortization, and Interest Expense
Salaries and fringe benefits
Purchased electricity
Maintenance
Franchise tax
Other services and charges
Total Expenses
Net Available for Debt Service
Average Remaining Annual Debt Service Requirements

Net Earnings Coverage

Minimum Requirement

106,292,706
1,411,651
820,371

108,524,728

10,724,665
58,352,228
4,703,898
383,627
5,755,144

79,919,562

28,605,166

&

1,163,024
24.81

1.25
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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

Independent Auditor’s Report

Members of the City Council
City of North Little Rock, Arkansas

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States (Government Auditing Standards), the financial
statements of the City of North Little Rock Electric Department (Department), an enterprise fund of the
City of North Little Rock, Arkansas, which comprise the statement of net position as of December 31,
2025, and the related statements of revenues, expenses, and changes in net position and cash flows for
the year then ended and the related notes to the financial statements, and have issued our report thereon
dated May 28, 2026, which contains an emphasis of matter paragraph related to the presentation of
Department only financial statements.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Department’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 opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Department’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Department’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 correct, 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 entity’s financial statements will not be prevented, or detected and corrected, 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. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencies may exist that were not identified.

Forvis Mazars, LLP is an independent member of Forvis Mazars Global Limited



Members of the City Council
City of North Little Rock, Arkansas

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Department’s 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.

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 entity’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 entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Forvis Mazars, LLP

Dallas, Texas
May 28, 2026
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