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INDEPENDENT AUDITOR’S REPORT

To Board of Trustees
Council Bluffs Water Works
Council Bluffs, Iowa

Report on the Audit of the Financial Statements

Opinions

We have audited the accompanying financial statements of the Council Bluffs Water Works, Council
Bluffs, lowa(Water Works) as of and for the year ended December 31, 2025,and 2024 and the related
notes to the financial statements, which collectively comprise the Council Bluffs City Water Works’
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 respective financial position of Council Bluffs Water Works, as of December 31, 2025 and
2024, and the respective changes in financial position, and, where applicable, cash flows thereof for the
year then ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinions

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. 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 Council Bluffs Water Works, 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 opinions.

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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Council Bluffs City Water
Works’s ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.



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 opinions. 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:

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

. Identify 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.

. 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 Council Bluffs Water Works’s internal control.
Accordingly, no such opinion is expressed.

. 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.

. Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Council Bluffs Water Works’s ability to continue as a
going concern for a reasonable period of time.

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 and pension schedules and related notes on pages 7 - 12 and 35 - 37 be presented
to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context.



We have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of 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 Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that comprise
the Council Bluffs Water Works’s basic financial statements. Budgetary comparison schedule of
revenues, expenditures, and changes in balances — budget and actual and related notes are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The budgetary comparison schedule of revenues, expenditures, and changes in balances — budget and
actual and related notes are 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. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional 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 of revenues, expenditures, and changes in balances — budget and actual and related notes 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 September xx,
2026, on our consideration of Council Bluffs Water Works'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 Council Bluffs Water Works'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 Council Bluffs Water Works’s internal control over financial reporting
and compliance.



Other Matters

The financial statements of Council Bluffs Water Works for the year ended December 31, 2024, were
audited by another auditor who expressed an unmodified opinion on those statements on November 17,
2025. Our opinion on the 2025 financial statements does not extend to the 2024 financial statements, and
we do not express an opinion or any form of assurance thereon.

Hayes & Associates, LLC
Omaha, Nebraska
September XX, 2026



Council Bluffs Water Works
Council Bluffs, Iowa
MANAGEMENT’S DISCUSSION AND ANALYSIS
Calendar Year Ending December 31, 2025

Council Bluffs Water Works provides this Management’s Discussion and Analysis of its financial
statements. This narrative overview and analysis of the financial activities is for the calendar year
ending December 31, 2025. We encourage readers to consider this information in conjunction
with our financial statements, which follow.

FINANCIAL HIGHLIGHTS
° The Water Works’ operating revenues increased 15.95% or $2,786,471 from calendar
year 2024 to 2025.
. The Water Works’ operating expenses increased by 7.47% or $1,086,120, from calendar
year 2024 to 2025.

° The Water Works’ net position increased 4.92% or $4,614,196, from December 31, 2024
to December 31, 2025.

USING THIS ANNUAL REPORT
The annual report consists of a series of financial statements and other information, as follows:

Management’s Discussion and Analysis introduce the basic financial statements and
provides an analytical overview of the Water Works financial activities

Financial Statements consist of Statements of Net Position, Statements of Revenues,
Expenses, and Changes in Net Position, and Statements of Cash Flows. These provide
information about the activities of the Council Bluffs Water Works as a whole and present
an overall view of the Water Works finances.

Notes to Financial Statements provide additional information essential to a full
understanding of the data provided in the basic financial statements.

Required Supplementary Information further explains and supports the net pension liability
and IPERS contributions.

Other Information further explains and supports the financial statement with a comparison
of the Water Works’ budget for the year.



Council Bluffs Water Works
Council Bluffs, Iowa
MANAGEMENT’S DISCUSSION AND ANALYSIS
Calendar Year Ending December 31, 2025-CONTINUED

FINANCIAL ANALYSIS

Statements of Net Position

The statements of net position present the assets, liabilities, and net position of the Water Works,
as of the end of the calendar year. The purpose of this statement is to present a summary of the
Water Works to the readers of the financial statements. The statements of net position include
year-end information concerning current assets and liabilities, and net position (assets less
liabilities). Readers of the financial statements are able to determine the Water Works financial
position by analyzing the increases and decreases in fund equity. This statement is a good source
for readers to determine how much the Water Works owes to outside vendors and creditors. The
statement presents the available assets that can be used to satisfy those liabilities.

The largest portion of the Water Works’ net position 89.98% is the investment in capital assets
(building and structures, furniture and fixtures, tools and equipment, distribution system, meters,
and automotive equipment), less the related debt. The restricted portion of the net position 0.36%
includes resources that are subject to restrictions. The remaining net position 9.66% is the
unrestricted position that can be used to meet the Water Works’ obligations as they come due.



Council Bluffs Water Works
Council Bluffs, Iowa

MANAGEMENT’S DISCUSSION AND ANALYSIS

Calendar Year Ending December 31, 2025-CONTINUED

Statements of Net Position-Continued

Statements of Net Position
December 31, 2025 and 2024

Current assets
Restricted assets
Capital assets
Total assets
Deferred outflows of resources
Current liabilities (payable from current assets)
Current liabilities (payable from restricted assets)
Revenue bonds payable
Other liabilities
Total liabilities
Deferred inflows of resources
Net investment in capital assets
Restricted

Unrestricted

Total net position

025 2024
$ 16,840,926 15,310,021
2,408,473 2,314,675
107,382,803 104,856,707
$ 126,632,202 122,481,403
$ 313,626 763,417
$ 4,330,720 4,675,739
4,442.232 3,095,930
16,592,382 18,587,129
1,941,874 2,380,030

$ 27,307,209 28,738,828
$ 449,617 652,260
$ 88,605,421 83,351,241
351,678 339,308
10,231,904 10,163,183

$ 99,189,003 93,853,732




Council Bluffs Water Works
Council Bluffs, Iowa
MANAGEMENT’S DISCUSSION AND ANALYSIS
Calendar Year Ending December 31, 2025-CONTINUED

Statement of Revenues and Expenses

The Statement of Revenues and Expenses reflects a positive with an increase in the net assets at
the end of the calendar year.

In calendar year 2025, operating revenues increased by $2,786,471 or 15.95%, due primarily to a
7.8% increase in average gallons-per-day consumption and an average 7.00% rate increase for
2025.

A summary of revenues and expenses for the years ending December 31, 2025, and 2024 is
presented below:

-10 -



Council Bluffs Water Works
Council Bluffs, Iowa
MANAGEMENT’S DISCUSSION AND ANALYSIS
Calendar Year Ending December 31, 2025-CONTINUED

Statements of Revenues and Expenses
December 31, 2025 and 2024

2025 2024
Operating revenues
Metered water sales $ 18,675,005 $ 16,314,729
Rental 161,567 156,569
Other 1,418,152 996,956
Total operating revenues $ 20,254,724 $ 17,468,254
Operating expenses
Facilities and grounds $ 1,188,690 $ 1,045,714
Inventory adjustment (12,858) (23,251)
Purification 3,899,260 3,618,419
Distribution and meter 2,312,221 2,027,982
Customer accounting 624,285 748,195
Administration and general 3,108,704 2,864,557
Pension and social security 405,896 379,503
Depreciation 4,093,056 3,872,015
Total operating expenses $ 15,619,254 $ 14,533,134
Nonoperating revenues (expenses)
Interest on investments $ 406,378 $ 584,071
Interest expense (427,653) (465,237)
Loss on disposal of equipment - (8,403)
Nonoperating revenues, net $ (21,275) $ 110,431
Change in net position $ 4614195 $ 3,045,551
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Council Bluffs Water Works
Council Bluffs, Iowa
MANAGEMENT’S DISCUSSION AND ANALYSIS
Calendar Year Ending December 31, 2025-CONTINUED

Statement of Cash Flows

The Statement of Cash Flows presents information related to cash inflows and outflows,
summarized by operating, capital and related financing and investing activities. Cash provided by
operating activities include metered water sales, miscellaneous water sales, penalty charges, and
service charges. Cash used from capital and related financing activities includes: principal
payment of revenue bonds, interest paid on revenue bonds, interest paid on consumer deposits,
additions to property, plant, and equipment, and contributions-in-aid of construction. Cash used
by investing activities includes interest income.

CAPITAL ASSETS

At December 31, 2025 the Water Works had $107,382,803 invested in capital assets, net of
accumulated depreciation of $84,667,428. Depreciation expense totaled $4,093,056 for calendar
year 2025. More detailed information about the Water Works’ capital assets is presented in Note
D to the financial statements.

LONG-TERM DEBT

At December 31, 2025, the Water Works had $18,777,382 debt outstanding. See Note E to the
financial statements for more information.

ECONOMIC FACTORS

Council Bluffs Water Works continued to support development throughout the community to
improve its financial position during the current calendar year.

Facilities and the distribution system operated by Water Works require constant maintenance and
upkeep.

Chemical cost, electricity, maintenance of mains and services, and health insurance continue to
place pressure on the Water Works resources.

Continued growth in the community requires the Water Works to invest in new infrastructure to
meet the growing demands of the community.

Vulnerability and security improvement of our system will be an ongoing process.
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Council Bluffs Water Works
Council Bluffs, Iowa
MANAGEMENT’S DISCUSSION AND ANALYSIS
Calendar Year Ending December 31, 2025-CONTINUED

CONTACTING THE COUNCIL BLUFFS WATER WORKS FINANCIAL
MANAGEMENT

This financial report is designed to provide our customers, investors, and creditors with a general
overview of the Water Works finances and operating activities. If you have any questions or
require additional information please contact the General Manager, 2000 North 25th Street,
Council Bluffs, Iowa 51501.

-13 -
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COUNCIL BLUFFS WATER WORKS
STATEMENT OF NET POSITION

December 31,2025 and 2024

ASSETS

CURRENT ASSETS
Cash (Note 2)
Inventory
Receivables:
Consumer accounts
Unbilled revenues

Total receivables
Prepaid expense

Total current assets

RESTRICTED ASSETS (Note 3)

PROPERTY, PLANT AND EQUIPMENT, NET (Note 4)

Total assets

DEFERRED OUTFLOWS OF RESOURCES

Pension-related deferred outflows (Note 9)

LIABILITIES

CURRENT LIABILITIES (payable from current assets):

Accounts payable

Accrued wages and payroll taxes

Accrued compensated absences

Accrued interest payable

Construction costs payable

Due to City of Council Bluffs

Current portion of long term debt (Note 5)

Total current liabilities (payable from

current assets)

CURRENT LIABILITIES (payable from restricted assets):

Consumer deposits

Plant expansion and main extension escrow deposits

Accrued interest on consumer deposits

Total current liabilities (payable from

restricted assets)
LONG TERM DEBT (Note 5)

OTHER LIABILITIES
Deferred revenue (Note 6)
Net pension liability (Note 9)
Total other liabilities

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Pension-related deferred inflows (Note 9)

NET POSITION
Net investment in capital assets
Restricted
Unrestricted

Total net position

See accompanying notes and independent auditor's report

2025

11,685,880
2,251,327

2,172,473
580,507

2024

2,752,980
150,739

$ 10,194,154
2,101,158

1,835,350
529,711

16,840,926

2,408,473
107,382,803

2,365,061
649,648

126,632,202

15,310,021

2,314,675
104,856,707

313,626

$ 122,481,403

665,351
127,609
233,213
28,819
1,090,728
2,185,000

$ 763,417

4,330,720

$ 417,187
103,953

242,009

31,934

797,337

962,319
2,121,000

965,240
3,139,439
337,553

4,675,739

4,442,232

925,580
1,848,773
321,577

16,592,382

3,095,930

1,137,360
804,514

18,587,129

1,941,874

1,164,440
1,215,590

27,307,208

2,380,030

449,617

$ 28,738,828

88,605,421
351,678
10,231,904

$ 652,260

99,189,003

$ 83,351,241
339,308
10,163,183

$ 93,853,732




COUNCIL BLUFFS WATER WORKS
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
Years Ended December 31,2025 and 2024

OPERATING REVENUES
Metered water sales
Rental
Other

Total operating revenues

OPERATING EXPENSES
Facilities and grounds
Inventory adjustment
Purification
Distribution and meter
Customer accounting
Administration and general
Pension and Social Security
Depreciation

Total operating expenses
Operating income
NONOPERATING REVENUES (EXPENSES)
Interest on investments
Interest expense
Loss on disposal of equipment
Nonoperating revenues, net
Change in net position
NET POSITION - BEGINNING

Contributions in aid of construction (Note 7)

NET POSITION - END OF YEAR

See accompanying notes and independent auditor's report
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2025 2024
18,675,005 $ 16,314,729
161,567 156,569
1,418,153 996,956
20,254,725 17,468,254
1,188,690 1,045,714
(12,858) (23,251)
3,791,288 3,535,488
2,312,221 2,027,982
732,257 831,126
3,108,704 2,864,557
405,896 379,503
4,093,056 3,872,015
15,619,254 14,533,134
4,635,471 2,935,120
406,378 584,071
(427,653) (465,237)
- (8,403)
(21,275) 110,431
4,614,196 3,045,551
93,853,732 89,928,007
721,075 880,174
99,189,003 $ 93,853,732




COUNCIL BLUFFS WATER WORKS

STATEMENT OF CASH FLOWS

Years Ended December 31,2025 and 2024

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers and users
Cash received from other revenues
Cash paid to suppliers for goods and services
Cash paid to employees and on their behalf
(Payments) receipts for City sewer services net of collections

Net cash provided by operating activities:

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Principal payment of long-term debt

Long-term debt issued

Interest paid on long-term debt

Interest paid on consumer deposits

Additions to property, plant, and equipment

Plant expansion and main extension escrow deposits
Contributions-in-aid of construction

Net cash provided by (used in)
capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received on investments

Net cash provided by investing activities

NET INCREASE (DECREASE) IN CASH
CASH - BEGINNING OF YEAR

CASH - END OF YEAR

RECONCILIATION TO BALANCE SHEETS
Cash
Cash included in restricted assets

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating income (loss)
Adjustments to reconcile operating income to net cash provided by
operating activities:
Depreciation
Changes in assets and liabilities:
(Increase) Decrease in inventory
(Increase) Decrease in receivables
(Increase) Decrease in prepaid insurance
(Increase) Decrease in deferred outflows of resources
Increase (Decrease) in accounts payable
Increase (Decrease) in salaries payable
Increase (Decrease) in accrued compensated absences
Increase (Decrease) in accrued interest
Increase (Decrease) in construction costs payable
Increase (Decrease) in due to City of Council Bluffs
Increase (Decrease) in deferred revenue
Increase (Decrease) in net pension liability
Increase (Decrease) in consumer deposits
Increase (Decrease) in deferred inflows of resources

Net cash provided by operating activities

2025 2024
$ 18,287,086 $ 16,217,300
1,552,640 1,126,444
(6,328,298) (7,031,198)
(3,900,206) (3,888,169)
128,409 (21,576)
9,739,631 6,402,302
(2,121,000) (2,057,000)
190,254 747,461
(335,475) (432,731)
(29,949) (32,506)
(8,276,056) (6,406,470)
1,290,666 1,361,198
721,075 880,174
(8,560,485) (5,939,874)
406,378 584,071
406,378 584,071
1,585,524 1,046,999
12,508,829 11,461,830
$ 14,094,353 $ 12,508,829
$ 11,685,880 $ 10,194,154
2,408,473 2,314,675
$ 14,094,353 $ 12,508,829
$ 4,635,471 $ 2,935,120
4,093,056 3,872,015
(150,169) (89,274)
(387,919) (97,430)
498,909 (177,772)
449,791 (355,004)
248,164 95,068
23,656 40,897
(8,796) (1,561)
12,861 -
797,337 -
128,409 (21,576)
(27,080) (27,080)
(411,076) (346,970)
39,660 46,580
(202,643) 529,788
$ 9,739,631 $ 6,402,802

See accompanying notes and independent auditor's report
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NOTE A.

Council Bluffs Water Works
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Council Bluffs City Water Works (“Water Works”) is a related organization
to the City of Council Bluffs, lowa (“City”’) and is not included in the City’s
financial statements. The Mayor, with City Council concurrence, appoints
individuals to the Water Works’ Board of Trustees. The Water Works’ Board of
Trustees maintains oversight responsibility and, therefore, is responsible for
selection of management personnel and all financial matters. The authority to
adopt the annual budget, to incur debt and to fix rates and charges is vested in the
Board of Trustees. The Water Works is exempt from state and Federal income
taxes. The Water Works’ financial statements are prepared on the accrual basis of
accounting.

Reporting Entity

For financial reporting purposes, the Water Works has included all funds,
organizations, agencies, boards, commissions, and authorities. The Water Works
has also considered all potential component units for which it is financially
accountable, and other organizations for which the nature and significance of their
relationship with the Water Works are such that exclusion would cause the Water
Works’ financial statements to be misleading or incomplete. The Governmental
Accounting Standards Board has set forth criteria to be considered in determining
financial accountability. These criteria include appointing a voting majority of an
organization’s governing body and 1) the ability of the Water Works to impose its
will on that organization or 2) the potential for the organization to provide
specific benefits to or impose specific financial burdens on the Water Works. The
Water Works has no component units which meet the Governmental Accounting
Standards Board criteria.

Basis of Presentation

The accounts of the Water Works are organized as an Enterprise Fund. Enterprise
Funds are used to account for operations (a) financed and operated in a manner
similar to private business enterprises, where the intent of the governing body is
the costs (expenses, including depreciation) of providing goods or services to the
general public on a continuing basis be financed or recovered primarily through
user charges or (b) where the governing body has decided periodic determination
of revenues earned, expenses incurred, and/or net income is appropriate for
capital maintenance, public policy, management control, accountability or other
purposes.

-17 -



NOTE A.

4.

Council Bluffs Water Works
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-CONTINUED

Basis of Presentation-Continued

The Statement of Net Position presents the Water Works assets and liabilities,
with the difference reported as net position. Net position is reported in the
following categories:

Net investment in capital assets — Consists of capital assets, net of accumulated
depreciation/amortization and reduced by outstanding balances for bonds, notes
and other debt attributable to the acquisition, construction or improvement of
those assets.

Restricted — Use of net position is externally imposed.

Unrestricted — The portion of net position that is not in restricted or net of
investment in capital assets.

Measurement Focus and Basis of Accounting:

The financial statements are reported using the economic resources measurement
focus and 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 revenue as soon as
all eligibility requirements imposed by the provider are met.

Water Works distinguishes operating revenues and expenses from non-operating
items. Operating revenues and expenses generally result from providing services
and producing and delivering goods in connection with the Water Works’
principal ongoing operations. All revenues and expenses not meeting this
definition are reported as non-operating revenues and expenses.

Use of estimates:

In preparing the accompanying financial statements, management is required to
make estimates and assumptions that affect the reported amounts of assets and
liabilities and the disclosure of contingent assets and liabilities at the date of the
financial statements and revenues and expenses during the reporting period.
Actual results could differ from those estimates.

- 18-



NOTE A.

5.

Council Bluffs Water Works
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- CONTINUED

Cash and Cash Equivalents:

For purposes of the statements of cash flows, the Water Works considers all
highly liquid instruments with a maturity date of three months or less when
purchased to be cash equivalents.

Consumer Accounts Receivable:

The consumer accounts receivable balance includes an assessment for sewer fees,
which the Water Works bills on behalf of the City. A corresponding liability
represents the amount of consumer accounts receivable that will be remitted to the
City upon collection.

Revenues:
Metered water sales include amounts billed to customers on a monthly and
bimonthly cycle basis and unbilled amounts based on estimated usage from the

latest meter reading to the end of the accounting period.

Valuation of Inventories:

Inventories are valued at the lower of cost (average cost method) or market.

Contributions-in-Aid of Construction and Contributed Capital:

Contributions of cash by governments, customers or developers are maintained by
the Water Works as restricted assets and restricted liabilities until expended.
When expended the contributor’s costs of construction are recorded as property,
plant and equipment, capital contributions and net position. Further, a
contribution may be in the form of a completed project in which the contributor’s
costs of construction is recorded directly into the property, plant and equipment.
Capital contributions are reported as a separate component of changes in net
position. Depreciation expense recognized on these assets is charged to
contributed capital.

-19-



NOTE A.

10.

11.

12.

13.

Council Bluffs Water Works
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- CONTINUED

Property, Plant and Equipment:

Property, plant and equipment are stated at cost. Depreciation is computed using
the straight-line method based on estimated useful lives.

Maintenance and repair of property, plant and equipment are charged to
operations and major improvements are capitalized. Upon retirement, sale or
other disposition of property, plant and equipment, the cost and accumulated
depreciation are eliminated from the accounts and gain or loss is included in
operations.

Deferred Outflows of Resources:

Deferred outflows of resources represent a consumption of net position that
applies to a future period(s) and will not be recognized as an outflow of resources
(expense/expenditure) until then. Deferred outflows of resources consist of
unrecognized items not yet charged to pension expense and contributions from the
employer after the measurement date but before the end of the employer’s
reporting period.

Accrued Compensated Absences:

Accrued compensated absences represent vacation time, which has been earned by
employees in the current year to be used in subsequent years. Sick leave does not
vest and, therefore, is not accrued.

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 Iowa Public
Employees’ Retirement System (IPERS) and additions to/deductions from
IPERS’ fiduciary net position have been determined on the same basis as they are
reported by IPERS. 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.
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NOTE A.

14.

15.

Council Bluffs Water Works
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Deferred Inflows of Resources:

Deferred inflows of resources represent an acquisition of net position that applies
to future reporting periods and therefore will not be recognized as revenue or a
reduction of expense until the applicable period.

For the years ended December 31, 2025 and 2024, the Water Works reported
deferred inflows of resources related exclusively to pensions. These amounts arise
from differences between projected and actual earnings on pension plan
investments, changes in actuarial assumptions, differences between expected and
actual experience, and changes in the Water Works' proportionate share of the
Iowa Public Employees' Retirement System (IPERS) pension plan. These
amounts are deferred and recognized as components of pension expense in future
periods in accordance with GASB pension reporting requirements.

Deferred inflows related to pensions reported at December 31, 2025 and 2024
were $449,617 and $652,260, respectively. Additional information regarding

pension-related deferred inflows is presented in Note I.

Pending Governmental Accounting Standards:

GASB Statement No. 103, Financial Reporting Model Improvements (issued
April 2024) continues the requirement that the basic financial statements be
preceded by management’s discussion and analysis (MD&A), which is presented
as required supplementary information (RSI). MD&A provides an objective and
easily readable analysis of the government’s financial activities based on currently
known facts, decisions, or conditions and presents comparisons between the
current year and the prior year. This Statement requires that the information
presented in MD&A be limited to the related topics discussed in five sections: (1)
Overview of the Financial Statements, (2) Financial Summary, (3) Detailed
Analyses, (4) Significant Capital Asset and Long-Term Financing Activity, and
(5) Currently Known Facts, Decisions, or Conditions.
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NOTE A.

15.

16.

Council Bluffs Water Works
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Pending Governmental Accounting Standards — Continued:

Furthermore, this Statement stresses that the detailed analyses should explain why
balances and results of operations changed rather than simply presenting the
amounts or percentages by which they changed. This Statement emphasizes that
the analysis provided in MD&A should avoid unnecessary duplication by not
repeating explanations that may be relevant to multiple sections and that
“boilerplate” discussions should be avoided by presenting only the most relevant
information, focused on the primary government. In addition, this Statement
continues the requirement that information included in MD&A distinguish
between that of the primary government and its discretely presented component
units. The requirements of this Statement are effective for fiscal years beginning
after June 15, 2025.

GASB Statement No. 104, Disclosure of Certain Capital Assets (issued
September 2024) requires intangible assets other than those reported in
accordance with GASB Statements No. 34, 87, 94, and 96 to be disclosed
separately by major class. This Statement also requires additional disclosures for
capital assets held for sale. A capital asset is a capital asset held for sale if (a) the
government has decided to pursue the sale of the capital asset and (b) it is
probable that the sale will be finalized within one year of the financial statement
date. Governments should consider relevant factors to evaluate the likelihood of
the capital asset being sold within the established time frame. This Statement
requires that capital assets held for sale be evaluated each reporting period.
Governments should disclose (1) the ending balance of capital assets held for sale,
with separate disclosure for historical cost and accumulated depreciation by major
class of asset, and (2) the carrying amount of debt for which the capital assets held
for sale are pledged as collateral for each major class of asset. The requirements
of this Statement are effective for fiscal years beginning after June 15, 2025.

Subsequent Events:

Subsequent events have been evaluated through September xx, 2026, which is the
date of the financial statements were available to be issued. There were no events
or transactions occurring between year end and this date that would require
recognition or disclosure in the financial statements.
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NOTE B.

NOTE C.

Council Bluffs Water Works
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024

CASH AND SHORT-TERM INVESTMENTS

Below is a summary of the deposit and investment portfolios that comprise cash
and investments on the December 31, 2025, balance sheet including restricted
cash and cash equivalents and investments:

Deposits:

At December 31, 2025, deposits consisted of demand deposits and certificates of
deposits and had the following balances:

Book Balance $ 14,094,353
Bank Balance $§ 14,614,321

Of the total deposits, $250,000 was covered by federal depository insurance and
$14,364,321 was covered by pledged securities that are being held in the pledging
bank’s trust department in the Board’s name in the form of a joint safekeeping
receipt.

RESTRICTED ASSETS

Restricted assets represent funds set aside for payment of bonds, proceeds from
bond issues to be used for capital improvements, or contributions of cash by
governments, customers, or developers for costs of construction. These
contributions are reflected as restricted assets until expended. Details of the
accounts comprising restricted assets as of December 31, 2025 and 2024 are as
follows:

2025 2024
Consumer deposit fund cash $ 1,352,403 $ 1,280,014
Plant expansion deposit 302,068 306,451
Main extension deposit 754,002 728,210
Total restricted cash $ 2,408,473 $ 2,314,675
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Council Bluffs Water Works
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024

NOTE D. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment at December 31, 2025 and 2024 consisted of the

following:
Description Useful Life 2025 2024
Land - $ 3,500,307 $§ 3,500,307
Building and Structures 20 -50 40,174,531 39,339,212
Water Distribution System 20-175 97,097,264 96,683,942
Meters 25-40 2,727,796 2,693,054
Tools and Equipment 3-20 34,260,741 34,208,298
Automobiles and Trucks 5 2,748,371 2,487,027
Office Equipment 15 104,985 104,985
Work in Progress - 11,436,236 6,414,413
$ 192,050,231 §$ 185,431,238
Less Accumulated Depreciation (84,667,428) (80,574,531)
Total Property, Plant, and Equipment, Net $ 107,382,803 § 104,856,707

NOTE E. REVENUE BONDS

In 2010, the Water Works executed the final $25 million of its $35.353 million
Water Revenue Bonds for construction of a second water treatment facility. The
Water Revenue Bonds originally bore interest at 3.00% due in 2040. In 2019,
$7,416,000 of these bonds were refinanced at an interest rate of 1.75%. In 2020
the remaining original balance of $17,205,000 was also refinanced at an interest
rate of 1.75%. The lowa Finance Authority also charges an annual service fee of
0.25%. As of December 31, 2013, the Water Works had drawn down the
$35,353,000.

In 2015, the Water Works issued Water Revenue Bonds in the amount of
$1,200,000 for the purchase of land adjacent to their treatment plant to protect
existing wells from potential contamination by farming practices and industries
wanting to locate on adjacent property. The bonds are non-interest bearing, and

are due in 2034. The Iowa Finance Authority charges an annual service fee of
0.25%.
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NOTE E.

Council Bluffs Water Works
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024

REVENUE BONDS -CONTINUED

In 2018, the Water Works issued Water Revenue Bonds in the amount of
$5,025,000 for the construction of a West Broadway transmission water main
project. The Water Revenue Bonds bear interest at 1.75% due in 2039. The Iowa
Finance Authority also charges an annual service fee of 0.25%. As of December
31, 2025, the Water Works had drawn down $5,025,000.

In 2023, the Water Works issued Water Revenue Bonds in the amount of
1,503,400 to roll into the construction bond once all funds have been drawn. As of
December 31, 2025, Water Works has drawn down $817,129. This bond is non-
interest bearing with no service fee until all funds have been drawn, and is due in
2026.

All of the bonds require that the Water Works produce and maintain net revenues
at a level not less than 110% of the amount of principal and interest on the
Revenue Bond falling due in the same year. The Water Works was in compliance
with this requirement for the years ended December 31, 2025 and 2024.

Principal and interest requirements to maturity on revenue bonds outstanding at
December 31, 2025 are as follows:

Total
Principal Interest Requirements

2026 $ 2,185,000 § 293,808 $ 2,478,808

2027 2,251,000 252,928 2,503,928
2028 2,620,000 214,585 2,834,585
2029 3,097,382 175,053 3,272,435
2030 2,463,000 134,278 2,597,278
2031-2035 3,869,000 289,731 4,158,731
2036-2040 2,292,000 66,640 2,358,640

$ 18,777,382  § 1,561,301 $ 20,338,683
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NOTE F.

NOTE G.

Council Bluffs Water Works

NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024

DEFERRED REVENUE

In 2017, the Water Works signed an agreement that provided the buyer an
exclusive communications easement and non-exclusive access and utility
easement for 50 years. In 2018, the Water Works received $1,354,000 for a 50-
year communications easement. Revenue of $27,080 will be recognized ratably
each year over the 50-year agreement period. The deferred revenue balances as of
2025 and 2024, respectively, of $1,137,360 and $1,164,440 represent remaining

cash received that has not yet been recognized.

CONTRIBUTIONS-IN-AID OF CONSTRUCTION AND CONTRIBUTED

CAPITAL

The following is a schedule of contributions of cash by governments and

customers or developers:

Customers
Other and
Governments Developers Total

Balances at January 1, 2024 $ 1,441,289 $ 35,564,944 $ 37,006,233
Contributions-in-aid of

construction - 880,174 880,174
Transfers — Depreciation of contributed
property, plant and equipment (127,693) (1,447,910) (1,575,603)
Balances at December 31, 2024 $ 1,313,596 $ 34,997,208 $ 36,310,804
Contributions-in-aid of
construction - - -
Transfers — Depreciation of contributed
property, plant and equipment (120,029) (1,349,528) (1,469,557)
Balances at December 31, 2025 $ 1,193,567 $ 33,647,680 $ 34,841,247
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NOTE H.

NOTE L.

Council Bluffs Water Works
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024

RISK MANAGEMENT

The Water Works is exposed to various risks of loss related to torts; theft of,
damage to and destruction of assets; errors and omissions; injuries to employees;
and natural disasters. The Water Works carries commercial insurance for all risks
of loss, including errors and omissions, destruction of assets and natural disasters.
Settled claims resulting from these risks have not exceeded commercial insurance
coverage in any of the past three fiscal years.

The Water Works participates in a partially self-funding benefit plan for its
employees’ health insurance. The plan is administered by a third party, which
estimates the Water Works maximum annual exposure to be $405,350. The
Water Works contributes funds monthly to a separate bank account to supplement
the employee’s deductible. The balance in this account as of December 31, 2025
and 2024 was $222,525 and $154,178, respectively.

PENSION PLAN

Plan Description:

IPERS membership is mandatory for employees of the Water Works, except for
those covered by another retirement system. Employees of the Water Works are
provided with pensions through a cost-sharing multiple employer-defined benefit
pension plan administered by lowa Public Employees’ Retirement System
(IPERS). IPERS issues a stand-alone financial report which is available to the
public by mail at 7401 Register Drive P.O. Box 9117, Des Moines, lowa 50306-
9117 or at www.ipers.org.

IPERS benefits are established under Iowa Code Chapter 97B and the
administrative rules thereunder. Chapter 97B and the administrative rules are the
official plan documents. The following brief description is provided for general
informational purposes only. Refer to the plan documents for more information.

Pension Benefits:

A regular member may retire at normal retirement age and receive monthly
benefits without an early-retirement reduction. Normal retirement age is age 65,
any time after reaching age 62 with 20 or more years of covered employment, or
when the member’s years of service plus the member’s age at the last birthday
equals or exceeds 88, whichever comes first. (These qualifications must be met
on the member’s first month of entitlement to benefits.) Members cannot begin
receiving retirement benefits before age 55.
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NOTE L

Council Bluffs Water Works
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024
PENSION PLAN-CONTINUED

Pension Benefits-Continued:

The formula used to calculate a Regular member’s monthly IPERS benefit
includes:
. A multiplier (based on years of service).
. The member’s highest five-year average salary. (For members
with service before June 30, 2012, the highest three-year average salary as
of that date will be used if it is greater than the highest five-year average

salary.)

If a member retires before normal retirement age, the member’s monthly
retirement benefit will be permanently reduced by an early-retirement reduction.
The early-retirement reduction is calculated differently for service earned before
and after July 1, 2012. For service earned before July 1, 2012, the reduction is
0.25 percent for each month that the member receives benefits before the
member’s earliest normal retirement age. For service earned starting July 1,
2012, the reduction is 0.50 percent for each month that the member receives
benefits before age 65.

Generally, once a member selects a benefit option, a monthly benefit is calculated
and remains the same for the rest of the member’s lifetime. However, to combat
the effects of inflation, retirees who began receiving benefits prior to July 1990
receive a guaranteed dividend with their regular November benefit payments.

Disability and Death Benefits:

A vested member who is awarded federal Social Security disability or Railroad
Retirement disability benefits is eligible to claim IPERS benefits regardless of
age. Disability benefits are not reduced for early retirement. If a member dies
before retirement, the member’s beneficiary will receive a lifetime annuity or a
lump-sum payment equal to the present actuarial value of the member’s accrued
benefit or calculated with a set formula, whichever is greater. When a member
dies after retirement, death benefits depend on the benefit option the member
selected at retirement.
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NOTE L

Council Bluffs Water Works
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024

PENSION PLAN-CONTINUED
Contributions:

Contribution rates are established by IPERS following the annual actuarial
valuation which applies IPERS’ Contribution Rate Funding Policy and Actuarial
Amortization Method. State statute limits the amount rates can increase or
decrease each year to 1 percentage point. IPERS Contribution Rate Funding
Policy requires the actuarial contribution rate be determined using the “entry age
normal” actuarial cost method and the actuarial assumptions and methods
approved by the IPERS Investment Board. The actuarial contribution rate covers
normal cost plus the unfunded actuarial liability payment based on a 30-year
amortization period. The payment to amortize the unfunded actuarial liability is
determined as a level percentage of payroll based on the Actuarial Amortization
Method adopted by the Investment Board.

In the year ending December 31, 2025, pursuant to the required rate, Regular
members contributed 6.29 percent of pay and the Water Works contributed 9.44
percent for a total rate of 15.73 percent.

The Water Works’ total contributions to IPERS for the year ended December 31,
2025 and 2024 were $310,615 and $301,136, respectively.

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

At December 31, 2025 and 2024, the Water Works reported a liability of
$804,514 and $1,215,590, respectively, for its proportionate share of the net
pension liability. The net pension liability was measured as of June 30, 2025 and
June 30, 2024, and the total pension liability used to calculate the net pension
liability was determined by an actuarial valuation as of that date. The Water
Works’ proportion of the net pension liability was based on the Water Works’
share of contributions to the pension plan relative to the contributions of all
IPERS participating employers. At June 30, 2025, the Water Works’ collective
proportion was (.034637) percent which was a increase of .001719 percent from
its proportion measured as of June 30, 2024. At June 30, 2024, the Water Works’
collective proportion was (.032918) percent which was a decrease of .000916
percent from its proportion measured as of June 30, 2023.
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Council Bluffs Water Works
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024

NOTE L PENSION PLAN-CONTINUED

Net Pension Liabilities, Pension Expense, and Deferred Outflows of Resources
and Deferred Inflows of Resources Related to Pensions - Continued:

For the year ended December 31, 2025 and 2024, the Water Works recognized
pension expense of $147,868 and $133,528, respectively. The Water Works
reported deferred outflows of resources and deferred inflows of resources related
to pensions from the following sources at December  31:

2025 2024
Deferred Deferred Deferred  Deferred
Outflows of Inflows of  Outflows of Inflows of
Resources Resources  Resources Resources
Differences between expected and
actual experience $ 118,632 § - $ (35469) § 755
Changes of assumptions - 10 - 17
Net difference between projected and actual
earnings on pension plan investments 352,580 449,607 666,091 651,488
Changes in proportion and differences
between Water Works contributions
and proportionate share of contributions (315,172) - (20,756) -
Water Works' contributions subsequent to
the measurement date 157,586 - 152,951 -

$ 313,626 §$449,617 § 763,417 § 652,260

$157,586 reported as deferred outflows of resources related to pensions resulting
from the Water Works contributions subsequent to the measurement date will be
recognized as a reduction of the net pension liability in the year ended December
31, 2025. Other amounts reported as deferred outflows of resources and deferred
inflows of resources related to pensions as of December 31, 2025, will be
recognized in pension expense as follows:
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Council Bluffs Water Works
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024

NOTE L PENSION PLAN-CONTINUED

Net Pension Liabilities, Pension Expense, and Deferred Outflows of Resources
and Deferred Inflows of Resources Related to Pensions - Continued:

Year Ended
December 31,

2027 223,745
2028 (56,542)
2029 (105,391)
2030 (63,078)
2031 4,579
Total 3,313

There were no non-employer contributing entities at IPERS.

Actuarial Assumptions:

The total pension liability in the June 30, 2025 and June 30, 2024 actuarial
valuations were determined using the following actuarial assumptions, applied to
all periods included in the measurement:

Rate of inflation 2.60 percent per annum
(effective June 30, 2017)

Rates of salary increase 3.25 to 16.25 percent, average, including inflation
(effective June 30, 2017) Rates vary by membership group.
Long-term investment rate of return 7.00 percent, compounded annually, net of investmen

(effective June 30, 2017)

Wage growth 3.25 percent per annum based on 2.60 percent
(effective June 30, 2017)

The actuarial assumptions used in the June 30, 2025 and June 30, 2024 valuation
were based on the results of an economic assumption study dated March 24, 2017
and a demographic assumption study dated June 28, 2018.
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NOTE L

Council Bluffs Water Works
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024
PENSION PLAN-CONTINUED

Actuarial Assumptions-Continued:

Mortality rates used in the 2025 and 2024 valuations were based on the Pub2010
General Employees Mortality Tables, projected generationally using Scale MP-
2021.

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 (expected returns, net of pension plan investment
expense and inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage and by
adding expected inflation. The target allocation and best estimates of arithmetic
real rates of return for each major asset class are summarized in the following
table:

Long-
Term
Asset Expected

Asset Class Allocation Real
Domestic equity 21.0% 3.52%
International equity 13.0 5.18
Global smart beta equity 5.0 4.12
Core plus fixed income 25.5 3.04
Public credit 3.0 4.53
Cash 1.0 1.69
Private equity 17.0 8.89
Private real assets 9.0 4.25
Private credit 5.5 6.62

Total 100%
Discount Rate:

The discount rate used to measure the total pension liability was 7 percent for
2025 and 2024. The projection of cash flows used to determine the discount rate
assumed that employee contributions will be made at the contractually required
rate and that contributions from the Water Works will be made at contractually
required rates, actuarially determined. Based on those assumptions, the pension
plan’s fiduciary net position was projected to be available to make all projected
future benefit payments of current active and inactive employees.
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NOTE L

Council Bluffs Water Works
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024

PENSION PLAN-CONTINUED

Discount Rate:

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.

Sensitivity of the Water Works’ Proportionate Share of the Net Pension Liability
to Changes in the Discount Rate:

The following presents the Water Works’ proportionate share of the net pension
liability recorded at December 31, 2025 using the discount rate of 7.0 percent, as
well as what the Water Works’ proportionate share of the net pension liability
would be if it were calculated using a discount rate that is 1-percentage-point
lower (6.0 percent) or 1-percentage-point higher (8.0 percent) than the current
rate.

1% Discount 1%
Decrease Rate Increase
(6.0%) (7.0%) (8.0%)
Water Works' proportionate share
of the net pension liability - 2025 $ 2,644,779 $ 804,514 $ (735,564)

The following presents the Water Works’ proportionate share of the net pension
liability recorded at December 31, 2024 using the discount rate of 7.0 percent, as
well as what the Water Works’ proportionate share of the net pension liability
would be if it were calculated using a discount rate that is 1-percentage-point
lower (6.0 percent) or 1-percentage-point higher (8.0 percent) than the current
rate.

1% Discount 1%
Decrease Rate Increase
Water Works' proportionate share
of the net pension liability - 2024 $ 2,983,059 $ 1,215,590 $ (264,657)
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NOTE L

NOTE J.

Council Bluffs Water Works
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the years ended December 31, 2025 and 2024
PENSION PLAN-CONTINUED

Pension Plan Fiduciary Net Position:

Detailed information about the pension plan’s fiduciary net position is available in
the separately issued IPERS financial report which is available on IPERS’ website
at www.ipers.org.

Payables to the Pension Plan:

At December 31, 2025, the Water Works reported payables to the defined benefit
pension plan of $9,448 for legally required employer contributions and $6,515 for
legally required employee contributions which had been withheld from employee
wages but not yet remitted to IPERS. At December 31, 2024, the Water Works
reported payables to the defined benefit pension plan of $8,267 for legally
required employer contributions and $5,701 for legally required employee
contributions which had been withheld from employee wages but not yet remitted
to IPERS.

COMMITMENTS

As of December 31, 2025, the Water Works had construction contracts in
progress with remaining future commitments totaling $5,830,000.
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COUNCIL BLUFFS CITY WATER WORKS
SCHEDULE OF THE WATER WORKS’ PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
Iowa Public Employee’s Retirement System
Last 10 Years*, ended June 30

2025 2024 2023 2022 2021 2020 2019

2018 2017 2016

Water Works' proportion of the

net pension liability (asset) 0.034637% 0.032918% 0.033864%  0.0366717% -0.0148305%  0.0372398%  0.0380176%  0.0374052%  0.0369811%  0.0373848%
Water Works' proportionate share of

the net pension liability 804,514 1,215,599 1,562,560 1,455,526 51,200 2,615,997 2,201,471 2,367,093 2,463,408 2,352,748
Water Works' covered-employee payrol 3,290,000 3,190,000 3,102,960 2,928,520 3,011,382 3,068,838 2,983,267 2,811,350 2,760,458 2,682,875
Water Works' proportionate share of the net

pension liability as a percentage of

its covered-employee payroll 24.45% 38.11% 50.36% 49.70% 1.70% 85.24% 73.79% 84.20% 89.24% 87.70%
Plan fiduciary net position as a percentage

of the total pension liability 95.27% 92.30% 90.13% 91.40% 100.81% 82.90% 85.45% 83.62% 82.21% 87.82%

* The amounts presented for each year were determined as of June 30.

See Notes to Financial Statements.
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Statutorily required contributions

Contributions in relation to the
statutorily required contribution

Contribution deficiency (excess)

Water Works' covered-employee
payroll

Contributions as a percentage of
covered-employee payroll

COUNCIL BLUFES CITY WATER WORKS

SCHEDULE OF WATER WORKS’ CONTRIBUTIONS

Iowa Public Employee’s Retirement System
Last Ten Calendar Years, ending December 31

(In Thousands)
2025 2024 2023 2022 2021 2020 2019 2018 2017 2016
310 301 $ 293§ 276 $ 284 $ 290 § 275§ 262§ 249§ 243
(310) 301) (293) (276) (284) (290) (275) (262) (249) (243)
- - $ - $ - $ - $ - $ - $ - $ - $ -
3,290 3,190 3,102 2,929 3,011 § 3,068 $ 2912 $ 22857 $ 2,788 $ 2,720
9.44% 9.44% 9.44% 9.44% 9.44% 9.44% 9.44% 9.17% 8.93% 8.93%

See Notes to Financial Statements.
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Council Bluffs Water Works

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION — PENSION LIABILITY

For the year ended December 31, 2025

Changes of benefit terms

There are no significant changes in benefit terms.

Changes of assumptions

The 2018 valuation implemented the following refinements as a result of a demographic
assumption study dated June 28, 2018.

Changed mortality assumption to the RP-2014 mortality tables with mortality
improvements modeled using Scale MP-2017.

Adjusted retirement rates.

Lowered disability rates.

Adjusted the probability of a vested Regular member electing to receive a
deferred benefit.

Adjusted the merit component of the salary increase assumption.

The 2017 valuation implemented the following refinements as a result of an experience
study dated March 24, 2017:

Decreased the inflation assumption from 3.00 percent to 2.60 percent.
Decreased the assumed rate of interest on member accounts from 3.75 percent to
3.50 percent per year.

Decreased the discount rate from 7.50% to 7.00%.

Decreased the wage growth assumption from 4.00% to 3.25%.

Decreased the payroll growth assumption from 4.00% to 3.25%.

The 2014 valuation implemented the following refinements as a result of a quadrennial
experience study:

Decreased the inflation assumption from 3.25 percent to 3.00 percent

Decreased the assumed rate of interest on member accounts from 4.00 percent to
3.75 percent per year.

Adjusted male mortality rates for retirees in the Regular membership group.
Reduced retirement rates for sheriffs and deputies between the ages of 55 and 64.
Moved from an open 30-year amortization period to a closed 30-year amortization
period for the UAL beginning June 30, 2014. Each year thereafter, changes in the
UAL from plan experience will be amortized on a separate closed 20-year period.
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COUNCIL BLUFFS CITY WATER WORKS

BUDGETARY COMPARISON SCHEDULE OF REVENUES,

EXPENDITURES AND CHANGES IN BALANCES - BUDGET AND ACTUAL

Year ended December 31, 2025

Budget
Variance
2025 2025 Favorable
Actual Budget (Unfavorable)
Operating revenues:
Metered water sales $ 18,675,005 $ 16,815,000 $ 1,860,005
Rental 161,567 133,000 28,567
Other 1,418,153 673,000 745,153
Total operating revenues $ 20,254,725 $ 17,621,000 $ 2,633,725
Operating expenses:
Facilities and grounds $ 1,188,690 $ 1,211,000 $ 22,310
Inventory adjustment (12,858) 5,000 17,858
Purification 3,899,260 4,183,000 283,740
Distribution and meter 2,312,221 2,321,500 9,279
Customer accounting 624,285 722,000 97,715
Administration and general 3,108,704 3,772,000 663,296
Pension and Social Security 405,896 - (405,896)
Total operating expenses $ 11,526,198 $ 12,214,500 $ 688,302
Operating income $ 8,728,527 $ 5,406,500 $ 3,322,027
Nonoperating revenues (expenses):
Interest on investments $ 406,378 $ 190,000 $ 216,378
Interest expense (427,653) (429,900) 2,247
Loss on disposal of equipment - (5,000) 5,000
Nonoperating revenues, net $ (21,275) S (244,900) $ 223,625
Surplus (Deficit) from Operations $ 8,707,252 $ 5,161,600 $ 3,545,652
Debt Service (2,121,000) (2,456,500) 335,500
Capital Outlay (7,289,254) (11,279,000) 3,989,746
Surplus (Deficit) $ (703,002) $  (8,573,900) $ 7,870,898
Reconcilation to statement of revenues and expenses:
Budget Basis Deficit $ (703,002)
Debt Service 2,121,000
Capital Outlay 7,289,254
Depreciation and Amortization (4,093,056)
Excess of revenues over expenses $ 4,614,196
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COUNCIL BLUFFS CITY WATER WORKS

BUDGETARY COMPARISON SCHEDULE OF REVENUES,
EXPENDITURES AND CHANGES IN BALANCES - BUDGET AND ACTUAL
Year ended December 31, 2025

Budgetary reporting

In accordance with the Code of Iowa, the Water Works' Board of Trustees adopts a budget
following required public notice and hearing. The budget is adopted on a budget basis
which consists of accrual basis revenues and expenditures plus cash outlay for debt service
and capital improvements and cash receipts of bond proceeds. The annual budget may be
amended during the year utilizing similar statutorily-prescribed procedures. In 2025, there
were no budget amendments and total expenses did not exceed the amount budgeted.
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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

The Board of Trustees
Council Bluffs City Water Works
Council Bluffs, Iowa

We have audited the financial statements of the Council Bluffs City Water Works as of and for
the year ended December 31, 2025 and have issued our report thereon dated September xx, 2026.
We conducted our audit in accordance with 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.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Council Bluffs
City Water Works’ 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 Council Bluffs City Water Works’ internal control. Accordingly,
we do not express an opinion on the effectiveness of Council Bluffs City Water Works’ 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 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.



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 were not identified. We identified certain deficiencies in internal
control, described in the accompanying schedule of findings and responses as item 2025-001 that
we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Council Bluffs City Water Works’
financial statements are free of 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.

Comments involving statutory and other legal matters about the Water Works’ operations for the
year ended December 31, 2025 are based exclusively on knowledge obtained from procedures
performed during our audit of the financial statements of the Water Works. Since our audit was
based on tests and samples, not all transactions that might have had an impact on the comments
were necessarily audited. The comments involving statutory and other legal matters are not
intended to constitute legal interpretations of those statutes.

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 result 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.

Hayes & Associates, L.L.C.
Omaha, Nebraska
September xx, 2026
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COUNCIL BLUFFS CITY WATER WORKS
SCHEDULE OF FINDINGS AND RESPONSES
Year ended December 31, 2025
FINDINGS RELATED TO THE FINANCIAL STATEMENTS
2025-001 MATERIAL WEAKNESS
Adjusting Journal Entries

Criteria: SAS 115 requires communication, in writing, to management and those
charged with governance, of material weaknesses identified in an audit.

Condition: Material audit adjustments were proposed that were not identified by
the Utility’s internal control system.

Cause: Management did not identify adjustments necessary to present the financial
statements in accordance with U.S. GAAP. Material audit adjustments were
proposed to correct account balances.

Effect or Potential Effect: The control deficiency is a material weakness that
results in a material misstatement of the financial statements that was not
prevented, or detected and corrected, on a timely basis.

Identification of a Repeat Finding: Not a repeat finding.

Recommendation: The Utility should review its system of internal controls over
year-end closing procedures and review of GAAP requirements.

Views of Responsible Officials: By reviewing year-end account balances and
reconciling Accounts for appropriate GAAP treatment, the CBWW will accurately
reflect balances.

OTHER FINDINGS RELATED TO STATUTORY REPORTING

II-A-20 Certified Budget — We compared the Water Works disbursements for the 12 months

ended December 31, 2025 with the published budget and found that disbursements
did not exceed the amounts budgeted.

II-B-20 Questionable Disbursements — No disbursements that we believe may not meet

the requirements of public purpose as defined in an attorney general’s opinion
dated April 25, 1979 were noted.

II-C-20 Travel Expense — No expenditures of funds for travel expenses of spouses of

Water Works’ officials or employees were noted.
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COUNCIL BLUFFS CITY WATER WORKS

SCHEDULE OF FINDINGS AND RESPONSES - CONTINUED
Year ended December 31, 2025

II-D-20 Business Transactions — During the course of our audit of Water Works as of
December 31, 2025, we looked at many records substantiating disbursements.
We noted no business transactions between the Water Works and Water Works’
officials or employees.

II-E-20 Bond Coverage — We reviewed the statutory provisions for surety bond coverage of
Water Works’ officials and employees. The City of Council Bluffs has an
ordinance allowing the City to set bonding requirements for the Water Works.
Resolution 83-475 sets the amount of surety bond coverage for board members at
$500 annually. Water Works maintains public officials’ liability insurance, which
sufficiently meets bond coverage requirements.

II-F-20 Board Minutes — We noted no transactions that we believe should have been
approved in the Board minutes but were not.

II-G-20 Deposits and Investments — Chapter 12C of the Code of lowa requires that public
bodies approve the financial institutions and maximum amounts that may be kept
on deposit in each approved depository. The Water Works has an approved
depository resolution and at December 31, 2025, deposits did not exceed the
maximum amount approved for deposit in one financial institution.

II-H-20 Revenue Notes — No instances of non-compliance with the revenue bond and note
requirements were noted
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ACTION PLAN
RE: Findings — Financial Statements
To Whom it May Concern:

Council Bluffs City Water Works will implement continuous quality review of accounts in both the Statements of
Net Position and the Statement of Revenues, Expenses, and Changes in Net Position in order to ensure accuracy and
to ensure that all balances tie to the GAAP financial statements. This will allow for improvements in accuracy and
audit responses.

Findings — Financial Statement Audit

2025-001: By reviewing year-end account balances and reconciling accounts for appropriate GAAP treatment, the
Council Bluffs City Water Works will accurately reflect balances.

Party responsible for implementation: Hilleary Schrage, Administrative Manager.

Signed:

Brian Cady
CEO & General Manager
September xx, 2026





