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Independent Auditor’s Report

To the Board of Directors
Munhall Sanitary Sewer Municipal Authority
Munbhall, Pennsylvania

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of the Munhall Sanitary Sewer
Municipal Authority (“the Authority”), as of and for the years ended December 31, 2025 and
2024, and the related notes to the financial statements, which collectively comprise Munhall
Sanitary Sewer Municipal Authority‘s basic financial statements as listed in the table of
contents.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the Munhall Sanitary Sewer Municipal Authority, as of
December 31, 2025 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 of Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS). 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 Munhall Sanitary Sewer Municipal Authority 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.

Responsibilities of Management for the Financial Statements

Munbhall Sanitary Sewer Municipal Authority’s management is responsible for the preparation
and fair presentation of these financial statements in accordance with accounting principles
generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material 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 Munhall Sanitary
Sewer Municipal Authority’s ability to continue as a going concern for one year after the date
that the financial statements are available to be issued.



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 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, we:

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

e 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.

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
Munhall Sanitary Sewer Municipal Authority’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.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Munhall Sanitary Sewer Municipal Authority’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.

Other Matters
Other Supplementary Information
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
Munhall Sanitary Sewer Municipal Authority‘s basic financial statements. The accompanying Statements of

Operating Expenses - Sewer System (“the Schedule”) is presented for purposes of additional analysis and is not a
required part of the basic financial statements.



The Schedule 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. 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 Schedule is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Certified Public Accountants

Pittsburgh, PA 15236
DATE, 2026



MUNHALL SANITARY SEWER MUNICIPAL AUTHORITY

MANAGEMENT DISCUSSION AND ANALYSIS

Our discussion and analysis of the financial performance of the Munhall Sanitary Sewer Municipal Authority (the
“Authority”) provides an overview of the Authority’s financial activities for the fiscal year ended December 31,
2025. Please read it in conjunction with the Authority’s financial statements.

Overview of Operations

The Authority has undergone several operational changes within our organization in recent years. First, the
Authority moved into its permanently acquired location at 3311 Main Street, Munhall, PA 15120 in January 2023.
This was due to the Authority making employee and operational changes and needing additional space. This is the
only physical location for the Authority. It operates 100% out of the Main Street location.

In 2021, ALCOSAN had also set a new 5-year rate structure for the years of 2022 through 2026. This set a 7%
increase on the sewage treatment of the Borough of Munhall’s sewage. The Authority is currently still able to
absorb 2% of the ALCOSAN fees for our residents, by not extending the remaining 2% of the ALCOSAN rate
increase to our rate payers. This is a benefit the Authority has provided to our residents since 2019.

The Authority’s last rate study was conducted in 2022, and was implemented in 2023. This study had been
completed by the former Authority Consulting Engineer, HATCH. This study was used to project whether the
Authority would need to restructure rates in order to meet the Authority’s Consent Order Requirements, pay
ALCOSAN for treatment services, and comply with our Operation and Maintenance Plan. The Authority’s rate
increase would be 5% per year for the years 2023 through 2027. ALCOSAN is scheduled to set a new 5-year rate
structure for the years of 2027 through 2032. The new rate will be released in 2026 and become effective in 2027.

The Authority added to its field operations in 2024 by hiring two employees, a Foreman and a Laborer. Field
operations include conducting our own physical manhole and camera inspections to update the online GIS mapping.
Our goal is to bring as much of these types of services “in house” as possible and to manage all operations from our
Main Street location.

The Authority’s service agreement with Legal Tax Services, Inc. (LTS) expired on December 31, 2025. LTS
provided billing, collections, and termination processes for the Authority. These services were brought in house in
early 2026 and are now performed by the Authority at our Main Street location.

As a requirement for the Phase 2 Consent Order, the Authority is required to meet the “gold line standard” in all
three sewer sheds in the Borough of Munhall (referred to as M44, M45, and M49). The M44 and M49 projects were
put out to bid and awarded in 2025. The work was completed by Jetjack in early 2026. The M45 Green
Infrastructure and Stormwater Retention Project (M45 Project) is at the north end of Munhall and will revitalize a
closed off playground/dog park. The M45 Project will create storm water retention under an existing dog park and
provide additional space for the dog park, and space for a community garden. The Authority is currently working
with the Borough of Munhall, the Fire Department, and ALCOSAN on the M45 Project, which is currently 70%
funded. The M49 Project will be a lining project with some open-cut repairs. M49 is the largest sewer shed in the
Borough of Munhall. This project is estimated to cost approximately $1,000,000 and will be paid entirely through
grant funding. The three projects discussed above will bring the Borough of Munhall and the Authority within
compliance of the Phase 2 COA. The Authority transferred its M44 and M45 trunk sewers to ALCOSAN in 2024,
and M49 was transferred to ALCOSAN in early 2025.

PennVest I Loan — Repayment of this loan began in September 1, 2019 and is scheduled to be fully repaid on or

before October 2034. PennVest II Loan — Repayment of this loan began in October 1, 2019 and is scheduled to be
fully repaid on or before March 1, 2037.

There are no facts, conditions, or decisions known by management at this time that are expected to have a significant
effect on the financial position or operations of the Authority.
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MUNHALL SANITARY SEWER MUNICIPAL AUTHORITY

MANAGEMENT DISCUSSION AND ANALYSIS

Financial Highlights

e  The Authority’s net position - by - during the current year.

e  The Authority’s net position as of December 31, 2025 was _ of this amount, _,

represents unrestricted net position which can be used by the Authority for any purpose.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Authority’s basic financial statements.
The Authority’s basic financial statements are comprised of two components: 1) fund financial statements and 2)
notes to the financial statements. This report also contains supplementary information in addition to the basic
financial statements themselves.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for
specific activities or objectives. The Authority, like other state and local governments, uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. The fund financial statements are
designed to provide readers with a broad overview of the Authority’s finances, in a manner similar to a private-
sector business.

The statement of net position provides information showing the status of the Authority’s financial position at year-
end. It reports the availability of assets for future use and is an important management tool in financial planning.

The statement of revenues, expenses, and changes in fund net position presents information showing how the
government’s net position changed during the most recent fiscal year. All changes in net position are reported as
soon as the underlying event giving rise to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported in this statement for some items that will only result in cash flows in future
fiscal periods, such as uncollected water and sewer revenue, earned but unused vacation leave, accrued interest on
long-term debt, accrued payroll, and intergovernmental receivables.

The statement of cash flows provides information showing the cash effects of the Authority’s operations, its
investing transactions, and its financing transactions. The statement allows users to assess the Authority’s ability to
generate positive future net cash flows; assess the Authority’s ability to meet its obligations and its needs for
external financing; and to assess the reasons for differences between net income and associated cash receipts and
payments.

The fund financial statements can be found on pages - of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full understanding
of the data provided in the fund financial statements.

The notes to the financial statements can be found on pages - of this report.

Other information. Other supplemental information concerning the operating expenses for the sewage system
makes up the last section of this report.

Other supplementary information can be found on page . of this report.



MUNHALL SANITARY SEWER MUNICIPAL AUTHORITY

MANAGEMENT DISCUSSION AND ANALYSIS

Projects
The Authority completes cleaning and televising of 1/5" of the sanitary system each year. This is part of the
Authority’s O&M Plan. MSSMA is currently in the process of transferring the Homestead Run and West Run trunk

sewers to Alcosan as part of Regionalization and the Phase 2 Consent Order. See Note G to the financial statements
for further disclosure.

Financial Analysis

This analysis focuses on the fund financial statements (see below).

Revenues by Source

Sewer Billings
96.2%

W Sewer Billings

B Tap-in Fees, Dye Tests,
and Other

Tap-in Fees,
Dye Tests, and
Other
3.8%

Analysis of Net Position

Net position is a useful indicator of a government’s financial position. For the Authority, total assets and deferred
outflows of resources exceeded liabilities and deferred inflows of resources by * and _ at
December 31, 2025 and 2024, respectively.



MUNHALL SANITARY SEWER MUNICIPAL AUTHORITY

MANAGEMENT DISCUSSION AND ANALYSIS

Statement of Net Position

The following is a summary of the Authority’s Statement of Net Position as of December 31:

Assets:
Current and Other Assets
Capital Assets
Total Assets
Deferred Outflow of Resources
Liabilities:
Long-Term Liabilities Outstanding
Other Liabilities
Total Liabilities
Deferred Inflow of Resources
Net Position:
Net Investment in Capital Assets
Restricted
Unrestricted

Total Net Position

Changes in Net Position

2025

2024

$ 3,617,226
13,687,833

17,305,059

4,844,763
1.306.187

6,150,950

9,186,864
1,967,245

$ 11,154,109

The Authority’s net position decreased by $691829 and decreased by $50,145 for the years ended December 31,

2025 and 2024, respectively.

A significant percentage of the Authority’s net position- represents its net investment in capital assets. While
the funds to retire the debt related to capital assets comes from other sources, the Authority’s net investment in
capital assets provides service capacity to fulfill the basic mission of the Authority.

The remaining net position, - represents unrestricted net position. For the sake of comparison, the Authority’s

unrestricted net position at December 31, 2025 represents

(excluding depreciation). The corresponding figure for the prior year was 49.7%.

of the current year’s sewer operating expenses



MUNHALL SANITARY SEWER MUNICIPAL AUTHORITY

MANAGEMENT DISCUSSION AND ANALYSIS

Statement of Revenues, Expenses and Changes in Fund Net Position

The following summarizes the Authority’s Statement of Revenues, Expenses and Changes in Fund Net Position for

the years ended December 31:

Operating Revenues:
Fees — Sewer Service
Connection Fees and Dye Test Fees
Total Operating Revenues
Operating Expenses:
Sewer Service
Other — Bad Debt Expense (Recovery)
Other - Depreciation
Total Operating Expenses
Operating Income
Non-Operating Income and Expense:
Loss on Transfer of M-44, M-45 and M-49 Trunk Sewers to Alcosan
Interest Expense
Interest Income
Total Non-Operating Income and Expense

Change in Net Position

Net Position — Beginning
Net Position — Ending

Analysis of Changes in Net Position

of the Authority’s operating revenue came from fees for sewer service, and
The corresponding figures for 2024 were 98.9%, and 1.1%, respectively.

2025

N

2024

$ 4,338,673
46,650

4,385,323
3,960,828

(850)
365.360
4325338
59,985

(119,303)

(136,587)
145.760

(110.130)
(50,145)

11.204.254
$ 11,154,109

For 2025, approximately
from other sources, respectively.



MUNHALL SANITARY SEWER MUNICIPAL AUTHORITY

MANAGEMENT DISCUSSION AND ANALYSIS

Capital Assets (Net of Depreciation)

The following is a summary of the Authority’s capital assets as of December 31:

2025 2024
Not Being Depreciated:
Construction in Progress $ 66,791 $ 66,791
Other Capital Assets:
Building 412,009 423,453
Infrastructure 12,070,700 12,605,267
Machinery and Equipment 569,397 592,322
Total $ 13,118,897 $ 13,687,833

Additional information on the Authority’s capital assets can be found in Note B on page 20 of this report.
Outstanding Long-Term Debt at Year End

The Authority continued to make principal and interest payments on its existing long-term debt as scheduled. The
following is a summary of the Authority’s long-term debt as of December 31:

2025 2024

Pennsylvania Infrastructure Investment Authority (“PIIA”) Loans
(Net of Current Portion) $ 4.333.805 $ 4,838,053

Total $  4333.805 $ 4.838.053

More detailed information about the Authority’s long-term liabilities can be found in Note l on pages - of this
report.

Economic Factors

The areas served by the Authority are primarily residential in nature. The Authority also serves several shopping
centers, churches, and small businesses located within its geographical region.

Requests for Information

This financial report is designed to provide a general overview of the Authority’s finances for all those with an
interest in the Authority’s finances. Questions concerning any of the information provided in this report or requests
for additional financial information should be addressed to:

Office of the Manager
Munbhall Sanitary Sewer Municipal Authority
3311 Main Street, Munhall, Pennsylvania 15120



MUNHALL SANITARY SEWER MUNICIPAL AUTHORITY

STATEMENTS OF NET POSITION

DECEMBER 31
2025 2024
Current Assets
Cash $ 528,665 $ 608,801
Accounts Receivable, Net of Allowance for Doubtful 547,379 470,020
Accounts of $373,224 and $321,332, Respectively
Prepaid Expenses 10,204 9,740
Total Current Assets 1,086,248 1,088,561
Other Assets
Cash - PLGIT Capital Project Fund 2,640,142 2,528,665
Total Other Assets 2,640,142 2,528,665
Capital Assets, Net of Accumulated Depreciation
0f $3,920,888 and $3,648,177, Respectively 13,118,897 13,687,833
Total Assets $ 16,845,287 $ 17,305,059
Deferred Outflow of Resources
Total Deferred Outflow of Resources $ - $ -

The accompanying notes are an integral part of these financial statements.
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MUNHALL SANITARY SEWER MUNICIPAL AUTHORITY

STATEMENTS OF NET POSITION

DECEMBER 31
2025 2024
Current Liabilities
Accounts Payable $ 893,254 $ 803,805
Other Liabilities and Accrued Expenses 10,307 10,802
Current Portion of Long Term Debt 504,369 491,580
Total Current Liabilities 1,407,930 1,306,187
Current Liabilities (Payable from Restricted Assets)
Total Current Liabilities (Payable from Restricted Assets) - -
Long-Term Liabilities
Escrow Deposit - Dye Test 19,272 6,710
Long Term Debt, Net of Current Portion 4,333,805 4,838,053
Total Long-Term Liabilities 4,353,077 4,844,763
Total Liabilities $ 5,761,007 $ 6,150,950
Deferred Inflows of Resources
Total Deferred Inflow of Resources $ - $ -
Net Position
Net Investment in Capital Assets 9,220,865 9,186,864
Restricted for Capital Activity and Debt Service - -
Unrestricted 1,863,415 1,967,245
Total Net Position $ 11,084,280 $ 11,154,109

The accompanying notes are an integral part of these financial statements.
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MUNHALL SANITARY SEWER MUNICIPAL AUTHORITY

STATEMENTS OF REVENUES, EXPENSES, AND
CHANGES IN FUND NET POSITION
FOR THE YEARS ENDED DECEMBER 31

Operating Revenues
Sewer Billings
Connection and Dye Test Fees

Total Revenues

Operating Expenses
Sewer System
Bad Debt Expense (Recovery)
Depreciation

Total Operating Expenses

Operating Income

Non-Operating Revenues and Expenses
Loss on Transfer of M-44, M-45 and M-49
Trunk Sewers to Alcosan
Interest Income
Interest Expense

Total Non-Operating Revenues and Expenses

Change in Net Position

Net Position - Beginning of Year

The accompanying notes are an integral part of these financial statements.
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2025 2024
4,686,086 4,338,673
71,450 46,650
4,757,536 4,385,323
4,193,873 3,960,828
51,892 (850)
366,755 365,360
4,612,520 4,325,338
145,016 59,985
(202,181) (119,303)
111,586 145,760
(124,250) (136,587)
(214,845) (110,130)
(69,829) (50,145)
11,154,109 11,204,254




MUNHALL SANITARY SEWER MUNICIPAL AUTHORITY

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31

2025 2024
Cash Flows from Operating Activities:
Cash Received from Customers $ 4,687,606 $ 4,347,944
Cash Payments to Suppliers for Goods and Services (3,879,070) (3,792,917)
Cash Payments to Employees for Services (273,071) (187,383)
Net Cash Provided (Used) by Operating Activities 535,465 367,644
Cash Flows from Noncapital Financing Activities:
Net Cash Provided (Used) by Noncapital Financing Activities - -
Cash Flows from Capital and Related Financing Activities:
Acquisition and Construction of Capital Assets - (195,471)
Principal Payments on Water and Sewer Revenue Bonds (491,459) (479,123)
Interest Payments on Water and Sewer Revenue Bonds (124,251) (136,587)
Net Cash Provided (Used) by Capital and Related
Financing Activities $ (615,710)  $ (811,181)
Cash Flows from Investing Activities:

Interest Income 111,586 145,760
Net Cash Provided (Used) by Investing Activities 111,586 145,760
Net Increase (Decrease) in Cash and Cash Equivalents 31,341 (297,777)
Cash and Cash Equivalents, Beginning of Year 3,137,466 3,435,243
Cash and Cash Equivalents, End of Year $ 3,168,807 $ 3,137,466

The accompanying notes are an integral part of these financial statements.
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MUNHALL SANITARY SEWER MUNICIPAL AUTHORITY

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31

2025 2024
Reconciliation of Cash and Cash Equivalents to the Statements
of Net Position:
Cash in Current Assets $ 528,665 $ 608,801
Other Assets:

Cash - PLGIT Capital Project Fund 2,640,142 2,528,665
Total Cash and Cash Equivalents - Statement of Cash Flows $ 3,168,807 $ 3,137,466
Reconciliation of Operating Income to Net Cash Provided by

Operating Activities:
Operating Income $ 145,016 $ 59,985
Adjustments to Reconcile Operating Income to

Net Cash Provided by Operating Activities:

Depreciation 366,755 365,360

Changes in Operating Assets and Liabilities:

(Increase) Decrease in:
Accounts Receivable (77,359) (42,095)
Prepaid Expenses (464) (5,283)
Increase (Decrease) in:
Accounts Payable 89,449 (3,495)
Other Liabilities and Accrued Expenses (494) (13,538)
Escrow Deposit - Dye Test 12,562 6,710
Net Cash Provided (Used) by Operating Activities $ 535,465 $ 367,644

The accompanying notes are an integral part of these financial statements.
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MUNHALL SANITARY SEWER MUNICIPAL AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024

Note A — Summary of Significant Accounting Policies

The financial statements of the Munhall Sanitary Sewer Municipal Authority (“the Authority”), are prepared in
accordance with accounting principles generally accepted in the United States of America (GAAP). The
Governmental Accounting Standards Board (GASB) is responsible for establishing GAAP for state and local
governments through its pronouncements (Statements and Interpretations). The significant accounting policies
established under GAAP and used by the Authority are discussed below.

Organization and Reporting Entity

The organization of the Authority and the basis of the reporting entity are presented below to assist the
reader in evaluating the financial statements and the accompanying notes.

The Authority was created in 2006 under the Municipality Authorities Act of 1945, as amended. The
Authority provides sewage services to individual residents and businesses located in Munhall,
Pennsylvania. The Authority operates under a five-person Board of Directors appointed by the Borough of
Munbhall (“the Borough”). Board members serve five-year terms.

The Authority is responsible for maintaining and operating sewers, sewer systems, or parts thereof, sewage
treatment works, including works of treating and disposing of industrial waste for the Borough, and such
other territory as the Authority may be authorized by law to serve. The Authority has the exclusive right
and duty to provide collection, transportation, and disposal of sanitary sewage and industrial wastes (but
not storm or surface drainage, except in existing combined sewers) within the Borough and elsewhere in
accordance with the Borough’s existing agreements, all of which are expressly accepted and assumed by
the Authority. Existing sewers in the Borough that are used for the combined transportation of sanitary
wastes and surface drainage are operated by the Authority as part of the collection system. Stormwater
collection systems remain the property of the Borough. If it becomes obligatory due to action by regulatory
agencies to replace combined sewers with separate sanitary and storm sewers, the Borough and the
Authority will negotiate a manner to divide the costs of such work. If at any time in the future the Authority
ceases to operate the sewer system, all assets will revert to the Borough.

In accordance with GASB Statement No. 14, “The Financial Reporting Entity”, as amended, the Authority
has evaluated all related entities (authorities, commissions, tax-exempt organizations and affiliates) for
possible inclusion in the reporting entity.

In evaluating how to define the Authority for financial reporting purposes, all potential component units
were considered. The decision to include a potential component unit in the reporting entity was made by
applying the criteria set forth in GAAP. The basic criterion, which is not the only criterion for including a
potential component unit within the reporting entity, is the Authority’s ability to exercise oversight
responsibility. The most significant part of this ability is financial interdependency. Other parts of the
ability to exercise oversight responsibility include, but are not limited to, the selection of governing
authority, the designation of management, the ability to significantly influence operations and
accountability for fiscal matters. A second criterion is the scope of public service. Application of this
criterion involves considering whether the activity benefits the Authority and/or its residents, or whether
the activity is conducted within the authority of the Authority and is generally available to its residents. A
third criterion is the existence of special financing relationships, regardless of if the Authority is able to
exercise oversight responsibility. Based upon the application of these criteria, the Authority has no
component units.

Furthermore, the Authority is not considered a component unit of any other governmental units because the
Authority’s Board of Directors has the right to set sewer rates, the power to designate management, and
possesses primary accountability for fiscal matters.
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MUNHALL SANITARY SEWER MUNICIPAL AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024
(Continued)

Note A — Summary of Significant Accounting Policies (Continued)

Date of Management’s Review

The Authority’s management has evaluated subsequent events and transactions for potential recognition or
disclosure in the financial statements through DATE, 2026, the date on which the financial statements were
available to be issued.

Fund Financial Statements

Under GAAP, the Authority is classified as a special purpose government engaged in a single business-type
activity. This classification means that the Authority is only required to issue fund financial statements as
opposed to general governments which are required to issue both government-wide and fund financial
statements. The Authority issues all financial statements required for enterprise funds.

Fund Types

In accordance with generally accepted accounting principles applicable to governmental units, the accounts
of the Authority are organized and operated on the basis of individual funds. The operations of a fund are
accounted for through providing a separate set of self-balancing accounts comprised of its assets, deferred
outflows of resources, liabilities, deferred inflows of resources, fund equity, revenues, and expenditures or
expenses. A description of the purpose and function of the fund presented in the accompanying financial
statements follows.

PROPRIETARY FUND TYPES

An Enterprise Fund is used to account for operations that are financed and operated in a manner similar to
that found in the private sector, where the intent of the Authority is that 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.

Basis of Accounting and Measurement Focus

Basis of accounting refers to when revenues, expenditures, expenses and transfers, and the related assets,
deferred outflows of resources, liabilities, and deferred inflows of resources are recognized in the accounts
and reported in the financial statements. Basis of accounting relates to the timing of the measurements
made, regardless of the measurement focus applied. The financial statements are presented on the accrual
basis of accounting. Under this method of accounting, all revenues are recorded when earned and expenses
are recorded when the liability is incurred.

Proprietary funds distinguish 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 a proprietary fund’s ongoing revenues. The principal operating revenues of the Authority’s
proprietary fund is discussed in the next section. Operating expenses for enterprise funds include the cost of
sales and services, administrative expenses, and depreciation on capital assets. All revenues and expenses
not meeting this definition are reported as non-operating revenues and expenses.
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MUNHALL SANITARY SEWER MUNICIPAL AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024
(Continued)

Note A — Summary of Significant Accounting Policies (Continued)
Revenues

Sewer rates are set by the Authority’s Board of Directors. Residential and commercial billings are made to
customers on a monthly basis. Revenues for sewage treatment services rendered to customers between the
last billing date and the end of the year are estimated and included in the accompanying financial
statements as receivables.

Receivables

Amounts presented as receivables on the accompanying statements of net position are from customer
billings for water and sewer service. Receivables are recorded net of an allowance for doubtful accounts,
which amounted to - and $321,332 at December 31, 2025 and 2024 respectively. The allowance is
determined by the Authority based on an estimation of amounts that are deemed uncollectible at the fiscal
year end.

Cash, Cash Equivalents and Other Assets

For purposes of the statement of net position and statement of cash flows, the Authority considers all highly
liquid investments with an original maturity of three months or less to be cash equivalents. In addition to its
accounts held with banks, the Authority maintains an account with the Pennsylvania Local Government
Investment Trust (PLGIT) which is earmarked for future capital projects. The balance held with PLGIT is
maintained in pooled investment accounts and are recorded at cost, which approximates fair value.

Capital Assets

All capital assets are recorded at cost, if known, or estimated historical cost. Donated capital assets are
recorded at their fair market value on the date of donation. Depreciation on capital assets recorded in the
fund financial statements is recorded using the straight-line method over the estimated useful lives of the
related assets.

The estimated useful lives for the Authority’s classes of reported capital assets are as follows:

Infrastructure 50 years
Building 39 years
Machinery and Equipment 5-10 years

Public domain (infrastructure) capital assets (e.g. roads, bridges, sidewalks and other assets that are
immovable and of value only to the government) and that were placed in service prior to July 1, 2003 are
not required to be capitalized by the Authority. The Authority has chosen to capitalize all infrastructure
assets currently in service.

The cost of normal maintenance and repairs that do not add to the value of an asset or materially extend the
asset’s useful life are not capitalized in the fund financial statements. Major renewals or betterments are

capitalized as additions.

Accrued Compensated Absences

The cost of vacation, sick leave, and other compensated absences are expensed as incurred. Other liabilities
and accrued expenses on the accompanying financial statements includes the portion of these employee
benefits which are earned but unused at the fiscal year end.
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MUNHALL SANITARY SEWER MUNICIPAL AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024
(Continued)

Note A — Summary of Significant Accounting Policies (Continued)
Net Position
Net position in the financial statements is disclosed in one of the three following components:
Net Investment in Capital Assets — consists of capital assets purchased by the Authority, net of accumulated

depreciation, reduced by the outstanding balance of any bonds or other borrowings that are attributable to
the acquisition, construction or improvement of those assets.

Restricted Net Position — consists of net position with constraints placed on the use either by (1) external
groups such as creditors, grantors, or contributors, or (2) law through constitutional provisions or enabling
legislation.

Unrestricted Net Position — consists of all other net position that does not meet the two definitions above.

When both restricted and unrestricted resources are available for use, it is the Authority’s policy to use
restricted resources first, and then unrestricted resources as they are needed.

Deferred Outflows of Resources

In addition to assets, the statements of net position reports a separate section for deferred outflows of
resources. This separate financial statement element represents a consumption of net position that is
applicable to a future reporting period(s) and so will not be recognized as an outflow of resources
(expenditures) until that time. The Authority reported no such deferred outflows of resources as of
December 31, 2025 and 2024.

Deferred Inflows of Resources

In addition to liabilities, the statements of net position reports a separate section for deferred inflows of
resources. This separate financial statement element represents an acquisition of net position that is
applicable to a future reporting period(s) and so will not be recognized as an inflow of resources (revenues)
until that time. The Authority reported no such deferred inflows of resources as of December 31, 2025 and
2024.

Pending and Recently Effective Governmental Accounting Standards Board Pronouncements

In July 2022, the GASB adopted Statement 101, Compensated Absences. This statement requires that a liability
for leave should be recognized or leave that has not been used if the leave is attributable to services already
rendered, the leave accumulates, and the level is more likely than not to be used for time off or otherwise paid
in cash or settled through noncash means. This statement also sets standards for calculating the liability and
note disclosures. This statement is required for financial statements beginning after December 15, 2023.
Implementation of Statement No. 101 did not have a material impact on the Authority’s financial statements.

In December 2023, the GASB adopted Statement 102, Certain Risk Disclosures. This statement requires
disclosures of a governmental entity’s risks related to the entity’s vulnerabilities due to certain concentrations
and constraints. This statement is required for financial statements beginning after June 15, 2024. The Authority
has not determined the impact, if any, that GASB 102 will have on the financial statements.

18



MUNHALL SANITARY SEWER MUNICIPAL AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024
(Continued)

Note A — Summary of Significant Accounting Policies (Continued)

Pending and Recently Effective Governmental Accounting Standards Board Pronouncements

(Continued)

In April 2024, the GASB adopted Statement 103, Financial Reporting Model Improvements. The objective of
GASB 103 is to improve key components of the financial reporting model to enhance its effectiveness in
proving information that is essential for decision making and assessing a government’s accountability. The
statement is designed to improve the quality of the analysis of changes from the prior year in management
discussion and analysis, as well as to improve comparability of budgetary comparison information by including
specified variances and explanations of significant variances to provide more useful information for making
decisions and assessing accountability. This statement also defines operating revenues and expenses and
nonoperating revenues and expenses, and requires the separate presentation of unusual and infrequent items.
This statement is required for financial statements beginning after June 15, 2025. The Authority has not
determined the impact, if any, that GASB 103 will have on the financial statements.

In September 2024, the GASB issued GASB Statement No. 104, Disclosure of Certain Capital Assets. The
objective of GASB 104 is to provide users of the financial statements with additional information regarding
certain types of capital assets. This statement requires that certain types of capital assets be disclosed separately
in the capital assets footnote disclosures. Leased assets recognized in accordance with GASB Statement No. 87,
Leases, and intangible right-to-use assets recognized in accordance with GASB Statement No. 94, Public-
Private and Public-Public Partnerships and Availability of Payment Arrangements are required to be disclosed
separately by major class of underlying asset. This statement also requires additional disclosures for capital
assets held for sale. This statement defines a capital asset held for sale as an asset that the government has
decided to pursue sale, and it is probable that the sale will be finalized within one year of the financial statement
date. This statement requires that capital assets held for sale be evaluated each reporting period. Furthermore,
this statement requires the disclosure of the ending balance of capital assets held for sale, with separate
disclosure for historical cost and accumulated depreciation by major class of asset, and the carrying amount of
debt for which capital assets held for sale are pledged as collateral. The provisions of this statement are
effective for fiscal periods beginning after June 15, 2025. The Authority has not determined the impact, if any,
that GASB 104 will have on the financial statements.

In December 2025, the GASB issued GASB Statement No. 105, Subsequent Events. This statement defines
subsequent events as transactions or other events that occur after the date of the financial statements but before
the date the financial statements are available to be issued. In addition, this statement clarifies the difference
between recognized and non-recognized events and established specific note disclosure requirements for non-
recognized events. The provisions of this statement are effective for fiscal periods beginning after June 15,
2026. The Authority has not determined the impact, if any, that GASB 105 will have on the financial
statements.

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 and liabilities and the disclosure of contingent assets and liabilities at the date of the
financial statements and revenue and expenses during the reporting period. Accordingly, actual results may
differ from those estimates.
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NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024
(Continued)

Note B — Capital Assets

The following is a summary of changes in capital assets during 2025:

Completed
* Balance at Construction/ Balance at
January 01, 2025 Additions Disposals December 31, 2025
Not Being Depreciated:
Construction in Progress $ 66,791 $ - $ - $ 66,791
66,791 - - 66,791
Other Capital Assets:
Building 446,328 - - 446,328
Infrastructure 16,196,315 - (296,225) 15,900,090
Machinery and Equipment 626,576 - - 626,576
17,269,219 - (296,225) 16,972,994
Accumulated Depreciation:
Building (22,875) (11,444) - (34,319)
Infrastructure (3,591,048) (332,386) 94,044 (3,829,390)
Machinery and Equipment (34,254) (22,925) - (57,179)
(3,648,177) (366,755) 94,044 (3,920,888)
Net Other Capital Assets 13,621,042 (366,755) (202,181) 13,052,106
Net Capital Assets $ 13,687,833 $ (366,755) % (202,181) $ 13,118,897

Note C — Deposits and Investments

Funds are invested pursuant to the Municipal Authorities Act. The Municipal Authorities Act states that authorized
types of investments shall be United States Treasury Bills, short-term obligations of the United States Government
or its agencies or instrumentalities, deposits in savings accounts, time deposits or share accounts of institutions
insured by the FDIC, obligations of the United States or any of its agencies or instrumentalities backed by the full
faith and credit of the United States and the Commonwealth of Pennsylvania, and shares of an investment company
registered under the Investment Company Act of 1940 provided the only investments of that company are in the
authorized investments for Authority funds listed above.

Pursuant to Act 72, a depository must pledge assets to secure state and municipal deposits in excess of federal
depository insurance. The pledged assets must be at least equal to the total of such assets required to secure all of
the public deposits at the depository and may be pledged on a pooled basis. All such pledged assets are held by the
pledging financial institution’s agent and not in the Authority’s name.
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NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2025 AND 2024
(Continued)

Note C — Deposits and Investments (Continued)

Credit Risk: The Authority invests in accordance with sound business practice and state law. The Authority has no
investment policy that would further limit its investment choices.

Concentration of Credit Risk: The Authority places no limits on the amount the Authority may invest in any one
issuer.

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a bank failure the Authority’s
deposits may not be returned to it. The Authority feels no deposit policy for custodial credit risk is necessary
because of the aforementioned restrictions on deposits and the collaterization requirements imposed by state law.
As of December 31, 2025, - of the Authority’s cash deposits of - held with third-party bank(s) was
exposed to custodial credit risk. The Authority’s funds managed by PLGIT are not exposed to credit risk because
their existence is not evidenced by securities that exist in physical or book entry form.

Fair Value — Deposits. The Authority’s investment in PLGIT is measured at the net asset value (NAV) per share.
The NAV per share is calculated on an amortized cost basis that provides NAV per share that approximates fair
value.

Note D — Long-Term Debt

The following is a brief description of the outstanding debt of the Authority:

Loan payable to Pennsylvania Infrastructure Investment Authority (Pennvest) — Phase 1

The total amount of the loan of $5,719,250 was approved on May 26, 2010 to be used to finance the
construction costs to repair the existing sewer system. The interest rate is 3.051% and the loan matures in
October 2031. The loan is secured by the Authority’s sewer revenues, including all receipts and revenues
generated from all sanitary collection, transportation, treatment, and disposal system facilities owned,
operated, or maintained by the Authority.

Loan payable to Pennvest — Phase 2

The total amount of the loan of $5,835,000 was approved on September 30, 2014 to be used to finance the
construction costs to repair the existing sewer system. The interest rate is 2.140% and the loan matures in
March 2037. The loan is secured by the Authority’s sewer revenues, including all receipts and revenues
generated from all sanitary collection, transportation, treatment, and disposal system facilities owned,
operated, or maintained by the Authority.

The following is a summary of the changes in the Authority’s long-term debt for the year ended December 31, 2025:

Balance Balance
January 01, 2025 Additions Reductions December 31, 2025
Pennvest Loan - Phase 1 $ 1,738,724 $ - $ (232,349) S 1,506,375
Pennvest Loan - Phase 2 3,590,909 - (259,110) 3,331,799
$ 5,329,633 $ - $ (491,459) % 4,838,174
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Note D — Long-Term Debt (Continued)

The following schedule presents the principal amount of each long-term debt issue due within one year of the date of
these financial statements:

Pennvest — Phase 1 $ 239,587
Pennvest — Phase 2 264,782
Total $ 504,369

The aggregate amount of debt service requirements during the next five years and thereafter is as follows:

Pennvest Loan - Phase 1 Pennvest Loan - Phase 2 Total
Principal Interest Principal Interest Principal Interest

2026 $ 239,587 § 42,628 $ 264,782 $ 68,713 § 504,369 $ 111,341

2027 247,000 35,215 270,504 62,991 517,504 98,206
2028 254,642 27,572 276,350 57,145 530,992 84,717
2029 262,521 19,694 282,322 51,173 544,843 70,867
2030 270,644 11,571 288,423 45,072 559,067 56,643
2031-2035 231,981 3,257 1,538,351 129,123 1,770,332 132,380
2036-2037 - - 411,067 5,887 411,067 5,887

Total § 1,506,375 § 139,937 § 3,331,799 § 420,104 § 4,838,174 § 560,041

(Discount)
Premium - - - - - -

$ 1,506,375 $ 139,937 $ 3,331,799 § 420,104 § 4,838,174 $ 560,041

In the event of default, Pennvest may exercise any available rights and remedies deemed necessary and appropriate.
Note E — Agreement with Legal Tax Service, Inc.

The Authority entered into an agreement with Legal Tax Service, Inc. (LTS) on December 31, 2004 for the billing
and collection of customer accounts and for the collection of delinquent customer accounts. In exchange for its
services, LTS charges a fee of 2.85% of the total sewer fees collected. Commission fees paid to LTS as of December
31, 2025 and 2024 were SI578868 and $154,471, respectively. The contract ended on December 31, 2025, at which
point billing and collection of customer accounts and the collection of delinquent customer accounts are now
performed by the Authority.

Note F — Retirement Plan

The Authority offers its employees a deferred compensation plan (Plan) created in accordance with Section 457 of
the Internal Revenue Service code. In accordance with the provisions of GASB Statement No. 32 Accounting and
financial Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans, the Plan is not required
to be included in the Authority’s financial statements. Contributions by the Authority to the Plan were
approximately $7,600 and $700 during the years ended December 31, 2025 and 2024, respectively.
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Note G — Contingencies

During the normal course of business, the Authority can be subject to various small arbitration and litigation
proceedings by customers, vendors, or other unrelated parties. There are no such proceedings that are material,
individually or in the aggregate, with regard to the financial statements as a whole and accordingly, no provisions
have been made in the accompanying financial statements.

The Authority’s Consent Order and Agreement (COA) with the Pennsylvania Department of Environmental
Protection (PADEP) and the Allegheny County Health Department originally expired in 2018 and has been
renegotiated. The intent of the COA is to reduced Combined Sewer Outflow (CSO) frequency and volume and
reduce hydraulic overload at the Alcosan CSO structures and Wastewater Treatment Plant. Since the project consists
of repair of the sanitary sewer lines, it complies with the CSO, and the installation of new manhole covers will bring
the Authority’s sewer system into compliance with PADEP’s design guidelines for sanitary sewers.
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MUNHALL SANITARY SEWER MUNICIPAL AUTHORITY

STATEMENTS OF OPERATING EXPENSES - SEWER SYSTEM

FOR THE YEARS ENDED DECEMBER 31

2025 2024
Treatment
Alcosan Service Fees $ 3,025,272 $ 2,706,356
Sewage Treatment Services 110,074 96,591
Maintenance 23,017 9,659
Supplies and Repairs 143,774 154,133
Engineering 165,282 431,625
Utilities 2,831 3,082
Total Treatment 3,470,250 3,401,446
General and Administrative

Office Salaries 220,587 145,394
Billing and Collections 259,416 252,669
Office 58,518 26,593
Insurance 10,542 9,512
Professional Services - Legal and Accounting 111,722 84,499
Payroll Taxes 51,993 28,451
Telephone 1,592 2,084
Utilities 9,058 5,180
Miscellaneous 195 5,000
Total General and Administrative 723,623 559,382
Total Sewer System Operating Expenses $ 4,193,873 $ 3,960,828
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