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INDEPENDENT AUDITOR’S REPORT

Members of the Board
Derry Township Municipal Authority
Hershey, Pennsylvania

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of the business-type activities of Derry Township Municipal
Authority (the “Authority”), a component unit of the Township of Derry, as of and for the years ended
December 31, 2025 and 2024, and the related notes to the financial statements, which collectively comprise
the Authority’s basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements present fairly, in all material respects, the respective
financial position of the business-type activities of the Authority as of December 31, 2025 and 2024, and
the changes in its financial position, and its cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits 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 the Authority and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audits. 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

The Authority’s 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 Authority’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.
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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:

· 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 Authority’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 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.

Adoption of Governmental Accounting Standards Board Principles

As discussed in Note 1 to the financial statements in 2025, the Authority adopted the provisions of GASB
Statement No. 102, “Certain Risk Disclosures.” Our opinion is not modified with respect to these matters.
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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 4 through 20 and the schedule of changes in the total OPEB liability and
related ratios on page 44 be presented to supplement the basic financial statements. Such information is
the responsibility of management, 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 an opinion on the financial statements that collectively
comprise the Authority’s basic financial statements. The combining statements and the schedule of
operating expenses are presented for the purpose of additional analysis and are not a required part of the
basic financial statements.

The combining statements and the schedule of operating expenses are the responsibility of management
and were 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 combining statements and the schedule of operating expenses are fairly stated, in all material respects,
in relation to the basic financial statements as a whole.

ZELENKOFSKE AXELROD LLC
Harrisburg, Pennsylvania
June 29, 2026
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INTRODUCTION

The Derry Township Municipal Authority (the Authority) is a governmental entity engaged in business-type
activities related to providing services for wastewater collection and treatment. The Authority provides
these services to the Townships of Derry and South Hanover and to portions of the Townships of
Conewago, Londonderry and Lower Swatara, as well as to a small portion of Hummelstown Borough. The
Authority also provides stormwater management program services to the Township of Derry.

This Management’s Discussion and Analysis (MD&A) is presented to provide the reader with an
understanding of the financial activities of the Authority for the fiscal year ending December 31, 2025, along
with selected comparative information for the previous fiscal year. This narrative and analysis also includes
supplementary information intended to furnish additional details in support of the basic financial
statements that consist of enterprise fund financial statements and notes to those statements. The values
listed in the MD&A are rounded to the nearest hundred dollars.

It should be noted that the analyses contained in this MD&A include three components to reflect the
Authority’s business enterprise accounting: Combined, Wastewater (WW) and Stormwater (SW).

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial statements are prepared on the accrual basis of accounting in accordance with generally
accepted accounting principles (GAAP) as promulgated by the Governmental Accounting Standards Board
(GASB). The notes to the financial statements also provide a summary of the Authority’s significant
accounting policies.

The statements of net position present information on the Authority’s total assets and deferred outflows
of resources and its liabilities. The difference between the two is considered the Authority’s net position. A
comparison of the current net position to previous net positions may serve as a useful indicator of whether
the overall financial position of the Authority is stable, improving or deteriorating.

The statements of revenues and expenses present information showing how the Authority’s net position
changed during the two most recent fiscal years. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of the cash flows. Revenues are
recognized when earned, not when they are received. Expenses are recognized when incurred, not when
they are paid. Thus, revenues and expenses are reported in the statements for some items that will only
result in cash flows in future fiscal periods (e.g., accrued wages, payables, and receivables).

The statements of cash flows present information on the Authority’s flow of cash during the two most
recent fiscal years. The flow of cash is broken down into four component activities: operating, noncapital
financing, capital and related financing, and investing. These statements also provide a reconciliation of
operating income to cash flows from operating activities.
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FINANCIAL HIGHLIGHTS – YEAR ENDED DECEMBER 31, 2025

v The Authority’s total assets and deferred outflows of resources exceeded total liabilities by
$87,105,500, including $72,447,000 invested in capital assets and $14,658,500 unrestricted. The
Authority’s net position increased by $11,167,900 (14.7%).

v Current assets increased by $2,285,000 (21.0%).

v Current liabilities increased by $2,443,900 (32.4%).

v Operating revenues from all sources increased by $713,800 (4.8%).

v Operating expenses increased by $76,100 (0.8%).

FINANCIAL ANALYSIS

Revenues, Expenses and Changes in Net Position – A condensed summary of the Authority’s statements of
revenues, expenses and changes in net position for the years ended December 31, 2025, 2024 and 2023
is presented in Table 1, below.
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REVENUE

Combined – The overall combined 2025 Authority operating revenues increased by $713,800 (4.8%),
comparatively to 2024.  The major contributing factors include the following:

· Increase in Wastewater (WW) revenue by $595,400 (4.7%) over 2024. The Direct WW Customers
revenue increase is most likely due to the 3.0% WW user rate adjustment in early 2025 and
insurance proceeds to offset operating repairs to the secondary digester membrane cover at
Clearwater WWTF.

2025 2024 2023

Operating revenues 15,724,398$ 15,010,587$ 13,427,244$
Operating expenses 9,526,251 9,450,117 10,701,906

Total operating income before depreciation and amortization 6,198,147 5,560,470 2,725,338

Depreciation and amortization 4,411,469 3,308,167 3,431,461

Total operating income 1,786,678 2,252,303 (706,123)

Nonoperating revenues 9,036,514 2,906,138 2,135,676
Nonoperating expenses 2,011,302 3,310,079 2,202,037

Income (Loss) before cost-sharing agreement expense, net 8,811,890 1,848,362 (772,484)

Sewer extensions contributed by developers 2,356,010 - 13,588,870

Increase (decrease) in net position 11,167,900 1,848,362 12,816,386

Net position:
Beginning of year 75,937,644 74,089,282 61,272,896

End of year 87,105,544$ 75,937,644$ 74,089,282$

TABLE 1
CONDENSED STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

YEARS ENDED DECEMBER 31, 2025, 2024 AND 2023
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· Increase in Stormwater revenue by $118,400 (5.1%) over 2024. This was due to the increase in the
Stormwater Program Fee from $9.00 per Equivalent Residential Unit (ERU) per month to $9.50 per
ERU per month.

· Increase in Hauled WW by $60,400 (3.8%) over 2024 due to the increased capacity to accept
additional volume of hauled waste with the completion of the Clearwater WWTF Energy
Enhancements Project in 2024.

· Decrease in connection related service fees of $41,500 (-61.6%) over 2024. The decrease is due to
a decrease in Special Purpose Fees and Developer Inspection Fees.

Figure 1 presents a detailed breakdown of the various components of the Authority’s combined operating
revenue.
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REVENUE (Continued)

WW Revenue – During 2025, WW revenue increased by $595,400 (4.7%) from all the Authority’s WW
customers, comparatively to 2024. The main contributing factors include the 3.0% WW user rate
adjustment, sustained billable WW volume, and new customer connections within the Authority’s service
area.

The billable wastewater volume in 2025 remained consistent compared to 2024 volume, as presented in
Figure 2. This trend indicates that the Authority’s customer base continues to be stable with moderate
customer growth within the sewer service area in 2025.
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REVENUE (Continued)

Stormwater (SW) Revenue – During 2025, $2,453,700 in revenues were collected resulting in an increase of
$118,400 (5.1%), comparatively to 2024. The Stormwater Program Fee was increased from $9.00 per
Equivalent Residential Unit (ERU) per month to $9.50 per ERU per month.

EXPENSES

Combined Operating Expenses – The 2025 combined operating expenses before depreciation increased by
$76,100 (0.8%) over the 2024 expenses. Figure 3 presents the breakdown of overall combined 2025, 2024,
and 2023 Authority operating expenses.



DERRY TOWNSHIP MUNICIPAL AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A) (UNAUDITED)
YEAR ENDED DECEMBER 31, 2025

10

EXPENSES (Continued)

WW Operating Expenses – The 2025 WW operating expenses increased by $649,700 (8.2%) from 2024. The
following describes the variances in the operating expenses:

· Administrative expenses increased by $161,600 (4.7%). The major contributing factor for the
increase is due to a $215,700 (12.5%) increase in employee benefits (all departments) which was
offset by a decrease in Professional Services.

· Collection system expenses increased by $19,900 (2.9%). Expenses increased due to collection
system labor and pump station utilities increase which were offset by a decrease of $24,600 (-33.8%)
in emergency repairs.

· Operations expenses for the plant operations increased by $38,900 (1.6%). The major contributing
factor was an increase in plant utilities of $177,100 (40.9%) due to the secondary digester failure.
This was largely offset by a decrease in chemicals of $96,000 (-17.2%).

· Maintenance & Projects expenses increased by $371,500 (39.3%) mostly due to the repair of the
secondary digester membrane cover which was offset by insurance claim proceeds reflected in
miscellaneous operating income.

SW Operating Expenses – During 2025, the SW fund operating expenses decreased by $573,600 (-38.6%)
from 2024 SW expenses. The major contributing factor was due to a decrease in expensed project costs of
$670,100 (-93.5%).

COMBINED NONOPERATING REVENUE

The 2025 nonoperating revenues, including interest income, grants, capacity fees and contributions from
developers, increased by $8,484,700 (291.8%) over 2024 due to the following contributing factors:

· In 2024 the Authority applied for an Investment Tax Credit (ITC), for eligible construction costs of
its $18.6 million Energy Enhancements Project, under The Inflation Reduction Act of 2022 (IRA).  The
ITC with interest of $4,053,200 was received in 2025.  The funds, net of application costs, have been
placed in the Wastewater Resource Allocation Fund to be used for planned capital projects and to
help offset additional borrowing needs in 2026.

· Capacity fees, which often vary widely from year to year, are one-time payments made by property
owners, developers, and municipalities to reserve capacity in the Authority’s sanitary sewer system.
The capacity fee revenue increased by $200,500 (97.2%) compared to 2024.

· The Authority received $1,744,400 from the principal forgiveness portion of its 2024 PENNVEST
funding of the Biosolids Facility Improvement Project.  The Authority also received $1,338,800 from
the US EDA as part of the $3.5 million grant for the Southwest WWTP Upgrade Project and $23,000
from a FEMA Public Assistance grant as final payments for flood damage occurring in 2021.
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· The Authority received $1,592,500 from Hershey Trust Company as a developer contribution
toward the upgrade of the High Meadow Pump Station.

COMBINED NONOPERATING EXPENSE

The 2025 nonoperating expense decreased $1,300,400 (-39.3%). In 2024, the Authority disposed of a fixed
asset that had been under depreciated resulting in a $1,171,700 loss on the disposal, which accounts for
most of the decrease. Also, interest paid on capital leases, bonds and notes decreased by $76,600 (-3.7%)
and there were no debt issuance costs in 2025 accounting for a further decrease of $53,600.

TOTAL NET POSITION

As detailed in Table 2, as of December 31, 2025, 2024 and 2023, the Authority had total net positions of
$87,105,500, $75,937,600, and $74,089,300 respectively.
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2025 2024 2023

Assets and deferred outflows of resources:
Current assets 13,145,860$ 10,860,899$ 11,139,120$
Capital assets 135,694,543 118,632,676 109,828,791
Other assets 9,795,060 15,287,784 24,369,911

Total assets 158,635,463 144,781,359 145,337,822

Deferred outflows of resources 808,251 958,385 1,130,752

Total assets and deferred outflows of resources 159,443,714$ 145,739,744$ 146,468,574$

Liabilities and net position:
Current liabilities 9,989,086$ 7,545,185$ 6,272,201$
Long-term liabilities 61,887,921 61,767,774 65,604,828

Total liabilities 71,877,007 69,312,959 71,877,029

Deferred inflows of resources 461,163 489,141 502,263

Total liabilities and deferred inflows of resources 72,338,170$ 69,802,100$ 72,379,292$

Net position:
Net investment in capital assets 72,447,044 66,260,983 61,687,186
Unrestricted 14,658,500 9,676,661 12,402,096

Total net position 87,105,544 75,937,644 74,089,282

Total liabilities and net position 159,443,714$ 145,739,744$ 146,468,574$

TABLE 2
CONDENSED STATEMENTS OF NET POSITION

DECEMBER 31, 2025, 2024 AND 2023
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ASSETS

The 2025 year-end value of total assets and deferred outflows of resources increased by $13,704,000
(9.4%) when compared to 2024 year-end. A breakdown of the total assets by category is presented in
Table 2. The 2025 value of capital assets increased $17,061,900 (14.4%) over 2024 levels. Once construction
projects are completed, their asset values are reclassified and recorded under the appropriate capital asset
category such as property, plant, or equipment.

On December 17, 2024, the Authority entered into a Funding Agreement with the Commonwealth of
Pennsylvania (PENNVEST), Series of 2024 Bond, in the amount of $10,193,900 loan and a $4,191,100
principal forgiveness/grant. In 2025 proceeds of the Series of 2024 Bond were $4,241,900 in loan and
$1,744,400 in grant which were received to finance construction of the gasification and drum dryer system
at the Clearwater WWTF. Major equipment components including the gasifier, thermal oxidizer, rotary
drum dryer, and emission controls were completed in 2025. The biosolids handling, storage, and
conveyance systems as well as the existing building modifications were completed in early 2026.

During 2025, funds were completely disbursed from the 2022 Capital Project Funds to pay invoices related
to the Authority’s capital projects. The major projects included: the Southwest WWTP Upgrade, the
Biosolids Drying and Gasification Project, the Clearwater WWTP Energy Enhancements and the High
Strength Organic Waste (HSOW) Offloading Facility Upgrades.  Funds were also disbursed from the
Dauphin County Infrastructure Bank Note A of 2022 and Note of 2023 for the Ridge Road Drainage
Improvement Project.

As part of the Authority’s asset management program, the Authority maintains two separate Resource
Allocation Funds to support capital projects including renewal or replacement of any wastewater fixed
asset within the Clearwater WWTP or Southwest WWTP service areas. All capacity fees collected during
any given fiscal year, with a minimum transfer target of $250,000, will be transferred to these funds. If the
capacity fees do not meet the target minimum during any year, the difference will be made up with a
transfer from cash reserves at the end of each year. During 2025, the Resource Allocation Funds increased
by $5,339,600.  Activity included increases from $406,700 in capacity fee transfers, $3,921,400 for the IRA
rebate, $1,592,700 from the Hershey Trust Company and $1,000,000 reimbursed from the 2024 PENNVEST
loan. There were distributions to major projects which included: the Southwest WWTP Upgrade, the
Biosolids Drying and Gasification Project, the Clearwater Headworks Improvements the 2024 & 2025
Sewer Repair and Rehab Projects, the Southwest WWTP Headworks Screening and other small projects.

In addition to the Resource Allocation Funds, the Authority maintains two other restricted reserve funds:
the Operating Reserve Fund and the Flood Fund. The Operating Reserve Fund maintains a balance of
approximately 10% of the Authority’s annual expenses and serves as a fallback against unexpected
revenue losses or unexpected expenditures. The Reserve also includes $618,900 in funds set aside to
cover the accrued arbitrage rebate. During 2025, the Operating Reserve Fund decreased by $167,800
mostly due to payment of the arbitrage rebate liability on the 2021C Sewer Revenue Bond. The Flood Fund,
which was designated to cover flood insurance deductibles, is capped at $200,000 and that balance was
maintained during 2025.
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DEFERRED OUTFLOWS OF RESOURCES

This section is presented in compliance with GASB 65 to set forth the balance of OPEB and deferred losses
on bond issues.

LIABILITIES

Current liabilities increased by $2,443,900 (32.4%).  Accounts Payable increased $2,200,700 (63.7%) with
all other current liabilities resulting in a net increase of $243,200 (5.9%).

In 2025, the Authority had outstanding long-term debt obligations and OPEB liability of $61,887,900, which
reflected an increase of $120,100 (0.2%).  This was due to new borrowing, from the PENNVEST SRB 2024,
which was almost completely offset by the retirement of the principal and net amortization. Lease
liabilities decreased by $323,000 due to normally scheduled principal payments. Further information
about long-term liabilities can be found in Notes 5, 7 and 8 of the financial statements. Debt retirement
in 2025 was in the amount of $3,683,000.  A condensed summary of the Authority’s long-term debt
obligations for the past three years is summarized in Table 3 below.

With the changes in both current and long-term liabilities, the resulting total liabilities increased by
$2,564,000 (3.7%) from 2024.

2025 2024 2023

Beginning balance 63,924,517$ 67,743,112$ 68,063,662$
New debt issues 4,241,932 525,252 3,389,000
Principal retirement (3,682,983) (3,996,412) (3,362,116)
Amortization, net (347,433) (347,435) (347,434)

Ending balance 64,136,033$ 63,924,517$ 67,743,112$

TABLE 3
LONG-TERM DEBT
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DEFERRED INFLOWS OF RESOURCES

This section is presented in compliance with GASB 65 to set forth the balances of leases and OPEB.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets – The Authority’s capital assets, net of accumulated depreciation, as of December 31, 2025,
were $135,694,500. The Authority’s investment in capital assets includes land, infrastructure, buildings,
and equipment. Additional information on the Authority’s capital assets can be found in Note 3 of the
financial statements. A condensed summary of the Authority’s capital assets at December 31, 2025, 2024,
and 2023 is summarized in Table 4 below.

2025 2024 2023

Land and right-of-ways 2,370,024$ 2,370,024$ 2,370,024$
Collection lines 61,975,120 61,001,289 57,676,433
Sewage treatment plant 93,658,311 73,413,823 75,899,484
Plant equipment 7,469,300 7,433,774 4,926,288
Vehicles 2,361,796 2,298,200 2,222,034
Office equipment 1,634,329 1,604,933 1,428,312
Miscellaneous equipment 76,448 76,449 76,449
Stormwater system 9,832,077 9,664,528 9,664,528
Construction in progress 34,388,091 34,575,411 27,441,631
Projects in progress 178,887 32,616 38,889

Total capital assets 213,944,383 192,471,047 181,744,072

Less accumulated depreciation 78,249,840 73,838,371 71,915,281

Total capital assets, net 135,694,543$ 118,632,676$ 109,828,791$

TABLE 4
PROPERTY, PLANT AND EQUIPMENT
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Bond Ratings – The Authority’s rating was re-issued in June 2025 as A+ (stable outlook) by S&P Global.

Debt Coverage Ratio – The Authority’s debt coverage ratio (available revenue to debt service expenses) for
2025 is 1.35, up from last year’s ratio of 1.21. Table 5 presents the Authority’s debt coverage ratio for the
past 3 years. The drop in the 2023 debt coverage ratio was due to the high level of Stormwater Projects.

TABLE 5
DEBT COVERAGE RATIO

2025 2024 2023

Net operating income  $      1,786,680  $      2,252,303  $       (706,123)
Plus:

Depreciation & amortization of property          4,411,469          3,308,167          3,431,461
Tap and capacity fees             406,740             206,247                80,437
Investment income          1,080,300             996,352          1,372,971

Total available revenue  $      7,685,189  $      6,763,069  $      4,178,746

Debt:
Principal  $      3,682,983  $      3,646,412  $      3,362,116
Interest          2,009,802          1,929,381          1,919,966

Total debt service  $      5,692,785  $      5,575,793  $      5,282,082

Ratio 1.35 1.21 0.79
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CONCLUDING COMMENTS

The Authority continues to monitor user rate adjustments needed to maintain a stable near-term financial
outlook and to assess potential long-term impacts on future planning. As shown in Table 6, the positive net
position and strong revenue-to-expense ratios indicate that the Authority’s financial position remained stable
in 2025. This is due in large part to the 3% user rate increase implemented in January 2025 for Direct and
Municipal Customers, along with consistent billable wastewater volume supported by the Authority’s
diversified customer base of residential, commercial, and industrial customers. These indicators demonstrate
that future revenues will be sufficient to cover normal increases in expenses and debt service, thereby
allowing the Authority to continue capital asset replacements and facility improvements.

In preparation of the 2025 Budget, Authority Staff continued to implement strategies to stabilize the
Authority’s financial position. These strategies included establishing a budgeting baseline using a bottom-up
approach (rather than cost-averaging from prior years’ budgets) for annual operating expenses and project
expenditure forecasting, as well as adjusting the anticipated annual revenue budget for the hauled-in waste
program and customer surcharge revenues, which have continuously exceeded budget expectations in
previous years. This effort has proven effective in balancing the budget for each fiscal year, including the 2025
operating year.

Authority Staff maintain long-term financial forecasts and capital improvement plans that both span 10 years.
Through this planning strategy, the Authority advances initiatives intended to be self-sustaining by providing
annual operating cost savings. Staff also continue to pursue grant opportunities to reduce the Authority’s
capital investment and borrowing needs. Since 2022, the Authority has received a total of $12.2 million in
grants and non-repayment funding, including a $4 million Investment Tax Credit (ITC) from the IRS under the
Inflation Reduction Act of 2022 received in 2025.

For the second consecutive year, the Authority realized operational savings through reduced monthly
electricity, natural gas, and heating fuel costs attributable to operation of the Combined Heat and Power (CHP)
facility. The Authority also increased revenue through expanded capabilities to accept additional hauled-in
waste. In addition, the S.R. 230 Corridor Sanitary Sewer Extension in Londonderry Township continues to
support growth and generate revenue from new customers.

Critical asset maintenance, replacement, and upgrade projects continued to be implemented in 2025, with
major capital projects funded through Bonds or the Wastewater Resource Allocation Funds. The Southwest
WWTF Upgrade Project began construction in 2024 and is anticipated to be complete by early 2027. This
project will increase hydraulic and organic treatment capacity to meet short- and long-term customer growth
projections within the Authority’s service area.

As its next step in operational sustainability, the Authority is improving the biosolids management program
through installation of a new gasification and drum drying system in an existing building at the Clearwater
WWTF. This system will diversify end-use options and meet or exceed current regulatory challenges for land
application. The improvements are expected to positively impact operating costs and enable the Authority to
accept and process biosolids from neighboring municipal WWTPs. Construction began in 2025 and is
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anticipated to be completed by May 2026, with startup and commissioning to follow, and the system expected
to be fully operable by end of 2026.

Starting in January 2025, the Authority increased the Stormwater Management Program (SMP) Fee to $9.50
per equivalent residential unit (ERU) to support capital improvement planning, debt service, and operating
expenses. The SMP Fee provided the revenue required to meet these expenses in 2025 and to build for future
capital expenditures and regulatory compliance. Authority Staff continue to pursue grant opportunities to
offset project expenses.

Stormwater repair and drainage improvement projects identified in the Authority’s Capital Improvement Plan
(CIP) continued in 2025. Construction also continued for the Ridge Road Storm Drainage Improvements
Project, which is funded by the Stormwater Revenue Note, Series of 2022 and 2023, through the Dauphin
County Infrastructure Bank (DCIB-G) loan financing program. Construction is anticipated to be completed by
June 2026.

2025 2024 2023

Operating revenue 15,724,398$ 15,010,587$ 13,427,244$
Operating expenses* 9,526,251 9,450,117 10,701,906

Operating revenue/expense ratio 1.65 1.59 1.25

Total revenue** 24,760,912$ 17,916,725$ 15,562,920$
Total expenses* 11,537,553 12,760,196 12,903,943

Total revenue/expense ratio 2.15 1.40 1.21

**(Excluding developer extensions)

TABLE 6
REVENUE TO EXPENSE RATIOS

*(Excluding depreciation and amortization)
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2026 OUTLOOK

The Authority remains optimistic that the 2026 Operating Year will build upon the last three years of improved
economic stability within our service area. The Authority continues to experience customer growth, and
commercial businesses and tourist attractions continue to thrive. The Authority has also realized operational
savings through capital investments and the completion of self-sustaining projects, including reductions in
monthly electricity, natural gas, and heating fuel costs, as well as increased revenue from the Clearwater
WWTF’s expanded capability to accept additional hauled-in waste.

In preparation for the 2026 Budget, Authority staff continue to minimize operating costs and project
expenditures through effective planning strategies to maintain a balanced budget. In January 2026, the
Authority Board approved a 5% rate adjustment to help maintain a stable financial position and continue
providing reliable, cost-effective service to ratepayers.

Operating expenses are expected to increase in 2026 compared to 2025 due to rising commodity costs for
wastewater treatment process chemicals, increased material and labor costs, and planned equipment repairs
and replacements. The Authority anticipates biosolids management program expenses will remain similar to
2025 levels. Additional operational savings are expected to be realized in the 2027 Budget once the new
biosolids facility has a full year of operation.

The Authority expects additional customer growth and revenue in future years with the continued build-out
of the West End Project, as well as growth within the Southwest WWTF service area, including along the S.R.
230 corridor in Londonderry Township, among other areas.

Capital Project Funds were fully disbursed in 2025 with the completion of planned capital projects. The receipt
of the ITC refund for the Clearwater WWTF Energy Enhancements Project will help offset any borrowing
needed in 2026. As a result, sufficient funds will be available to cover Capital Project Funds disbursements for
the Southwest WWTP Upgrade in 2026. In January 2026, the Authority secured financing through PENNVEST
for construction of the High Meadow Pump Station Upgrade project. The Authority has also entered into a
capital contribution agreement with The Hershey Trust to fund a portion of the project’s costs to serve the
West End Project.

Effective January 2026, the Authority Board approved an increase to the SMP fee to $10.00 per ERU, based on
revenue requirements to support planning for necessary stormwater asset improvements and/or
replacements over the next two (2) years, debt service payments, and anticipated regulatory requirements.
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Additional information on this MD&A and the accompanying financial statements may be obtained by
contacting the Executive Director, Derry Township Municipal Authority, 670 Clearwater Road, Hershey, PA
17033.

Balance 2024 Balance 2025 Balance
Change Change

Operating Reserve Fund 1,300,055$ 505,301$ 1,805,356$ (167,843)$ 1,637,513$
WW Resource Allocation Fund 1,914,928 (509,899) 1,405,029 5,376,826 6,781,855
SWTP Resource Allocation Fund 773,860 (713,016) 60,844 (37,192) 23,652
Operating Flood Fund 200,151 (142) 200,009 1 200,010

Total operating reserve 4,188,994$ (717,756)$ 3,471,238$ 5,171,792$ 8,643,030$

12/31/2024 12/31/202512/31/2023

TABLE 7
OPERATING RESERVES
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2025 2024
Current Assets:

Cash and cash equivalents 11,875,973$ 9,665,152$
Sewer rents receivables 571,155 468,833
Accounts receivable 153,977 177,438
Interest receivable - 391
Lease receivable 366,645 378,702
Prepaid insurance 178,110 170,383

Total current assets 13,145,860 10,860,899

Non-current assets:
Cash and cash equivalents restricted for improvements and contingencies 9,794,171 15,278,505
Cash and cash equivalents restricted for capital projects and debt service 889 9,279
Capital assets, not being depreciated 36,937,002 36,978,051
Capital assets, being depreciated, net 98,757,541 81,654,625

Total non-current assets 145,489,603 133,920,460

Total assets 158,635,463 144,781,359

Deferred outflows of resources:
Other postemployment benefits 176,971 165,310
Deferred loss on refunded debt 631,280 793,075

Total deferred outflows 808,251 958,385

Total assets and deferred outflows of resources 159,443,714$ 145,739,744$

DERRY TOWNSHIP MUNICIPAL AUTHORITY
STATEMENTS OF NET POSITION

DECEMBER 31, 2025 AND 2024

 ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

The accompanying notes are an integral part of the financial statements.
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2025 2024
Current liabilities:

Accrued interest on debt 83,874$ 88,129$
Current portion of:

Sewer revenue bonds and notes 374,000 650,000
Subsidy agreements with Derry Twp 3,320,000 2,710,000
Lease obligations 219,136 322,983

Accounts payable 5,653,426 3,452,700
Accrued:

Paid time off 241,130 232,450
Payroll and payroll deductions 97,520 88,923

Total current liabilities 9,989,086 7,545,185

Non-current liabilities:
Other postemployment benefits liability 1,665,024 1,526,240
Long-term debt, net of current position:

Sewer revenue bonds and notes 41,052,307 37,384,124
Subsidy agreements with Derry Twp 17,707,135 21,174,819
Lease obligations 1,463,455 1,682,591

Total noncurrent liabilities 61,887,921 61,767,774

Total liabilities 71,877,007 69,312,959

Deferred inflows of resources:
Leases 346,622 363,128
Other postemployment benefits 114,541 126,013

Total deferred inflows of resources 461,163 489,141

Net position:
Net investment in capital assets 72,447,044 66,260,983
Unrestricted 14,658,500 9,676,661

Total net position 87,105,544 75,937,644

Total liabilities, deferred inflows of resources and net position 159,443,714$ 145,739,744$

DERRY TOWNSHIP MUNICIPAL AUTHORITY
STATEMENTS OF NET POSITION (CONTINUED)

DECEMBER 31, 2025 AND 2024

LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION

The accompanying notes are an integral part of the financial statements.
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2025 2024
Operating revenues:

Sewer Service charges:
Direct customers 9,300,180$ 9,076,743$
Municipal customers 985,133 986,101

Hauled waste process 1,645,565 1,585,148
Surcharges 543,882 549,101
Connection and related fees 25,888 67,350
Stormwater fees 2,428,140 2,286,269
Miscellaneous 795,610 459,875

Total operating revenues 15,724,398 15,010,587

Operating expenses:
Administrative, payroll taxes, and employee benefits 4,281,217 4,010,314
Collection system 922,503 915,274
Plant operations 2,512,955 2,474,079
Maintenance 926,918 944,544
Technical services 446,799 389,046
Miscellaneous project expense 435,859 716,860

Total operating expenses 9,526,251 9,450,117

Operating income before depreciation and amortization 6,198,147 5,560,470
Depreciation and amortization 4,411,469 3,308,167

Operating income 1,786,678 2,252,303

Non-operating revenues and (expenses):
Capacity fees 406,740 206,247
Interest income 1,080,303 996,352
Amortization of bond premiums 347,433 347,435
Federal and state grants 3,106,262 657,809
Miscellaneous revenue 4,095,776 698,295
Interest expense:

Lease (18,402) (27,061)
Bonds and notes payable (1,991,400) (2,059,390)

Bond issuance costs (1,500) (53,599)
Loss on disposal of fixed assets - (1,170,029)

Total non-operating revenues and (expenses) 7,025,212 (403,941)

Sewer extensions contributed by developers 2,356,010 -

Increase in net position 11,167,900 1,848,362

Net Position at Beginning of Year 75,937,644 74,089,282

Net Position at End of Year 87,105,544$ 75,937,644$

DERRY TOWNSHIP MUNICIPAL AUTHORITY
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

YEARS ENDED DECEMBER 31, 2025 AND 2024

The accompanying notes are an integral part of the financial statements.
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2025 2024
Cash flows from operating activities:

Cash received from customers and users 15,641,088$ 14,923,981$
Cash payments to:

Suppliers (2,097,245) (3,337,760)
Employees (5,103,079) (4,824,960)

Net cash provided by operating activities 8,440,764 6,761,261

Cash flows from capital and related financing activities:
Non-operating income 7,202,041 1,356,104
Capacity fees 406,740 206,247
Purchase of property, plant, and equipment (19,117,326) (13,283,731)
Gain/(loss) on disposal of fixed assets - 1,650
Debt principal paid (3,360,000) (3,597,000)
Lease paid (322,983) (399,412)
Bond and notes proceeds, net of issuance costs, premium and discounts 4,240,432 471,653
Interest paid on debt (1,852,262) (1,930,144)

Net cash used by capital and related financing activities (12,803,358) (17,174,633)

Cash flows provided by investing activities, interest received 1,080,691 997,316

Net decrease in cash and cash equivalents (3,281,903) (9,416,056)

Cash and cash equivalents:
Beginning of the year 24,952,936 34,368,992

End of Year 21,671,033$ 24,952,936$

Cash and cash equivalents 11,875,973$ 9,665,152$
Cash and cash equivalents restricted for improvements and contingency 9,794,171 15,278,505
Cash and cash equivalents restricted for capital projects and debt service 889 9,279

Total 21,671,033$ 24,952,936$

DERRY TOWNSHIP MUNICIPAL AUTHORITY
STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2025 AND 2024

The accompanying notes are an integral part of the financial statements.
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2025 2024
Reconciliation of operating income to net cash provided by operating activities:

Operating income 1,786,678$ 2,252,303$
Adjustments:

Depreciation expense 4,411,469 3,308,167
Changes in assets and liabilities:

(Increase) decrease in:
Receivables (78,861) (81,779)
Prepaid insurance (7,727) 13,429
Deferred outflow-other postemployment benefits (11,661) 10,572
Lease Receivable 12,057 11,678

Increase (decrease) in:
Accounts payable 2,200,726 1,132,307
Other postemployment benefits liability 138,784 68,941
Accrued expenses 17,277 58,765
Deferred inflow-Lease (16,506) (16,505)
Deferred inflow-other postemployment benefits (11,472) 3,383

Net cash provided by operating activities 8,440,764$ 6,761,261$

Non-cash activities:
Amortization of bond premiums 347,433$ 347,435$
Amortization of deferred loss on refunded debt 161,796 161,796
Sewer extensions contributed by developers 2,356,010 -
Gain/(loss) on disposal of fixed assets - (1,177,948)

DERRY TOWNSHIP MUNICIPAL AUTHORITY
STATEMENTS OF CASH FLOWS (CONTINUED)
YEARS ENDED DECEMBER 31, 2025 AND 2024

The accompanying notes are an integral part of the financial statements.
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NOTES TO FINANCIAL STATEMENTS
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NOTE 1: NATURE OF ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Nature of Operations

The Derry Township Municipal Authority (the “Authority”) was incorporated April 20, 1971, under
the Municipality Authorities Act of 1945 as amended, to acquire, hold, construct, improve, maintain,
operate, own and lease, either in the capacity of lessor or lessee, sewers, sewer systems,
interceptor lines, sewage treatment works and works for the treatment and disposal of industrial
waste. In 2017, the Authority began administering the stormwater management program fee. The
Authority is considered a component unit of the Township of Derry.

B. Reporting Entity

Governmental Accounting Standards Board ("GASB") Statement No. 61, “The Financial Reporting
Entity: Omnibus – an amendment of GASB Statements No. 14 and No. 34” established the criteria
used by the Authority to evaluate the possible inclusion of related entities within its reporting entity
based upon financial accountability and the nature and significance of the relationship. Based on
the foregoing criteria, the Authority has no component units that are required to be included in the
Authority’s financial statements.

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation

The Authority’s financial statements are presented on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America. Under
this basis of accounting, revenues are recorded when earned and expenses are recorded when
the liability is incurred, regardless of the timing of the related cash flows. The Authority applies
GASB pronouncements.

The Authority operations are reported as a proprietary fund. Proprietary funds are used to account
for operations that are (a) financed and operated in a manner similar to private business enterprises
where the intent of the governing body is that the cost (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 that periodic
determination of revenues earned, expenses incurred, and/or net income is appropriate for capital
maintenance, public policy, management control, accountability, or other purposes.

The accounting and financial reporting treatment applied to the Authority is determined by its
measurement focus. The transactions of the Authority are accounted for on a flow of economic
resources measurement focus. With this measurement focus, all assets and all liabilities associated
with the operations are included on the Statements of Net Position. Net position (i.e., total assets
net of total liabilities) is segregated into “net investment in capital assets”, “restricted”, and
“unrestricted” components.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services in connection with the
proprietary funds’ principal ongoing operations. The principal operating revenues and expenses of
the Authority are sewer service charges, hauled waste process, stormwater fees, administrative,
payroll taxes and employee benefits expense, plant operations expense and depreciation on capital
assets. All revenues and expenses not meeting these definitions are reported as nonoperating
revenues and expenses.
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NOTE 1: NATURE OF ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation
(continued)

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

D. Cash and Cash Equivalents

For purposes of the statement of cash flows, the Authority considers all highly liquid investments,
including investments in external investment pools and money market mutual funds as discussed
in Note 2, with a maturity of three months or less when purchased to be cash equivalents.

E. Receivables

All receivables are shown net of an allowance for uncollectible accounts, as applicable. Trade
receivables are evaluated for collectability and an allowance is established, as deemed necessary
based on the best information available and in an amount that management believes is adequate.
Trade receivables are written off when deemed uncollectible. Recoveries of trade receivables
previously written off are recorded when received.

F. Investments and External Investment Pools

The Authority invests its idle funds in various instruments, including external investment pools
which invest in government secured instruments and certificates of deposit with federally insured
financial institutions. This investment is valued at fair value. The Authority’s investment in external
investment pools, as discussed in Note 2, and government secured money market instruments are
valued at fair value, or amortized cost, which approximates cost and is classified as cash and cash
equivalents in the Statements of Net Position.

G. Capital Assets and Depreciation

The Authority uses a capitalization threshold of $5,000 to record capital assets purchased and
constructed. The expenses are recorded at cost including any liability for contract retainage and
construction costs payable, except for intangible right-to-use lease assets, the measurement of
which is discussed in note 1 H. below. In addition, the Authority included any stormwater rights
associated with a project as part of the cost of that project and depreciated them accordingly.
Intangible assets with an indefinite life are not subject to amortization. The construction accounts
have also been charged with applicable administrative expenses. Contributed assets are carried at
estimated acquisition value at the time of contribution. Depreciation is determined using the
straight-line method based upon the following estimated useful lives:

 Years
Collection lines 10 - 80
Sewage treatment plant 10 - 80
Plant equipment 5 - 20
Vehicles 5 - 20
Office equipment 3 - 10
Miscellaneous equipment 3 - 20
Stormwater system 3 - 80
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NOTE 1: NATURE OF ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

G. Capital Assets and Depreciation (continued)

Normal maintenance and repairs are charged to operations as incurred. Renewals and betterments
are capitalized and depreciated based upon the expected life of such improvements.

Non-exchange transactions, such as donated system assets and assets acquired by contributions,
are recognized as capital contributions in accordance with GASB Statement No. 33.

H. Leases

The Authority is a lessee for noncancellable leases of sewer systems. The Authority recognizes a
lease liability and an intangible right-to-use lease asset (lease asset) in its financial statements.
The Authority recognizes lease liabilities with an initial, individual value of $250,000 or more.

At the commencement of a lease, the Authority initially measures the lease liability at the present
value of payments expected to be made during the lease term. Subsequently, the lease liability is
reduced by the principal portion of lease payments made. The lease asset is initially measured at
the initial amount of the lease liability, adjusted for lease payments made at or before the
commencement date, plus certain initial direct costs. Subsequently, the lease asset is amortized
on a straight-line basis over its useful life.

Key estimates and judgements related to leases include how the Authority determines (1) the
discount rate it uses to discount the expected lease payments to present value, (2) lease term, and
(3) lease payments.

· The Authority uses the interest rate charged by the lessor as the discount rate. When the
interest rate charged by the lessor is not provided, the Authority generally uses its
estimated incremental borrowing rate as the discount rate for leases.

· The lease term includes the noncancellable period of the lease. Lease payments included
in the measurement of the lease liability are composed of fixed payments and purchase
option price that the Authority is reasonably certain to exercise.

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

Lease assets are reported with other capital assets and lease liabilities are reported with long-term
debt on the statement of net position.
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NOTE 1: NATURE OF ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

I. Compensated Absences

The Authority records its obligation to compensate employees for paid time off (PTO) as the liability
is incurred. Employees are permitted to accumulate a maximum of 320 hours of PTO, which can
carry forward each year. Upon termination, an employee will be paid for all accrued PTO at their
current base rate. The following table summarizes unused compensated absences liability:

2025 2024

Balance at Beginning of Year $   232,450 $   206,610
Additions 241,130 232,450
Retirements    (232,450)    (206,610)
Balance at End of Year  $   241,130  $   232,450

Unused PTO are generally utilized within 12 months and are reported in current liabilities.

J. Deferred Outflows of Resources

The statement of Net Position reports a separate section for deferred outflows of resources. This
separate financial statement element represents consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expense) until then. The Authority
has two items that qualify for reporting in this category: deferred outflows related to OPEB and refunding
losses on bonds.

K. Deferred Inflows of Resources

The statement of Net Position reports a separate section for deferred inflows of resources. This separate
financial statement element represents acquisition of net position that applies to future period(s) and so
will not be recognized as an inflow of resources (revenue) until that time. The Authority has two items
that qualify for reporting in this category: deferred inflows related to OPEB and Leases. Lease-related
amounts are recognized at the inception of the lease. The deferred inflow of resources is recorded in an
amount equal to the corresponding lease receivable plus certain additional amounts received from the
lessee at or before commencement of the lease term that relate to future periods, less any incentives
paid to, or on behalf of the lessee at or before commencement of the lease term. The inflow of resources
is recognized in a systematic and rational manner over the term of the lease.

L. Adoption of Governmental Accounting Standards Board Statements

The Authority adopted the provisions of GASB Statement No. 102, “Certain Risk Disclosures.” The
adoption of this GASB had no effect on previously reported amounts.

M. Pending Changes in Accounting Principles

In April 2024, the GASB issued Statement No. 103, “Financial Reporting Model Improvements”. The
Authority is required to adopt this statement for its calendar year 2026 financial statements.

In September 2024, the GASB issued Statement No. 104, “Disclosure of Certain Capital Assets”. The
Authority is required to adopt this statement for its calendar year 2026 financial statements.

In December 2025, the GASB issued Statement No. 105, “Subsequent Events”. The Authority is required
to adopt this statement for its calendar year 2027 financial statements.
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NOTE 1: NATURE OF ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

M. Pending Changes in Accounting Principles (continued)

The Authority has not yet completed the various analysis required to estimate the financial
statement impact of these new pronouncements.

N. Use of Estimates

The process of preparing financial statements in accordance with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets, deferred outflows of resources, liabilities
and deferred inflows of resources at the date of the financial statements, and the reported amounts
of revenue and expenditures/expenses during the reporting period. Actual results could differ from
those estimates.

NOTE 2: DEPOSITS AND INVESTMENTS

The carrying amounts of the cash and investments at December 31 consist of the following:

For cash flow purposes, cash and cash equivalents are comprised of cash, money market
investments and total deposits.

Investments 2025 2024
Cash and money market investments 14,289,294$ 19,838,090$

Accrued interest on government
securities 1,675 3,103

Total deposits, including petty cash 7,380,064 5,111,743

Total cash and money market investments 21,671,033$ 24,952,936$

Reconciliation to the Statements of Net Position
2025 2024

   Current assets:
       Cash 1,712,051$ 2,603,332$
       Money Market Investments 10,163,922 7,061,820

11,875,973 9,665,152
   Non-current
       Money Market Investments 9,795,060 15,287,784

Total deposits and investments 21,671,033$ 24,952,936$
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NOTE 2: DEPOSITS AND INVESTMENTS (CONTINUED)

Deposits:

The Authority has a policy that requires all deposits and investments, other than U.S. government
obligations, to be covered by Federal insurance or to be fully collateralized by the financial
institution issuing the investment or acquiring the deposit. Deposits that are not insured by the
Federal Deposit Insurance Corporation are collateralized using the pooled asset method to 100%
of value as required by Pennsylvania Law.

The securities pledged as collateral are held by the trust department of a financial institution or by
its agent in the financial institution’s name. When certificates of deposit are purchased, the Authority
or its agent either holds the actual certificate of deposit or receives a safekeeping certificate as its
proof of ownership.

The Authority is exposed to custodial credit risk on certain deposits. This is the risk that, in the
event of a financial institution failure, the Authority’s deposits may not be returned. On December
31, 2025 and 2024, the carrying amounts of the Authority's bank deposits were $21,671,033 and
$24,952,936 respectively, and the bank balances were $21,789,326 and $25,233,896,
respectively. As of December 31, 2025 and 2024, $9,121,948 and $9,762,630 of deposits were
exposed to custodial risk because they were uninsured and collateralized with securities held by
the pledging financial institution’s trust department or agent, but not in the Authority’s name.

PLGIT is a common law trust organized to provide Pennsylvania local governments with a
convenient method of pooling their cash for temporary investment. PLGIT functions similar to a
money market fund, seeking to maintain a net asset value of $1 per share.

Participants purchase "shares" in PLGIT, which invests the proceeds in: obligations of the United
States Government, its agencies or instrumentalities; obligations of the Commonwealth of
Pennsylvania, its agencies, instrumentalities or political subdivisions; and deposits in savings
accounts, time deposits or share accounts of institutions insured by the Federal Deposit Insurance
Corporation to the extent that such accounts are so insured, and for any amounts above the insured
maximum, provided that approved collateral as provided by law is pledged by the depository.
Shares may be withdrawn at any time, in any amount, with no liquidity fee or redemption gates.
PLGIT/PLGIT PLUS have received an "AAA" rating from Standard & Poor's, an independent credit
rating agency. At December 31, 2025 and 2024, the carrying amounts of the Authority's deposits
with PLGIT were $10,478,449 and $14,969,324, respectively.

Interest Rate Risk:

The Authority has a formal investment policy that permits investments as authorized by law and
requires that maturities of investments are consistent with cash flow requirements. The policy does
not limit investment maturities as a means of managing its exposure to fair value losses arising
from increasing interest rates since it is anticipated that investments will be held to maturity.

Credit Risk:

The Authority limits the type of investments permitted as defined in the Municipality Authorities Act
and the related trust indentures. Permitted investments are defined above. The Authority's
investment policy is consistent with these limitations. As of December 31, 2025 and 2024, the
Authority does not hold any investments which are subject to credit risk.
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NOTE 3: CAPITAL ASSETS

Capital assets of the Authority for 2025 and 2024 consist of the following:

January December December
1, 2024 Additions Deletions Reclassifications 31, 2024 Additions Deletions Reclassifications 31, 2025

     Land and right-of-
       ways 2,370,024$ -$ -$ -$ 2,370,024$ -$ -$ -$ 2,370,024$
    Collection lines 57,676,433 3,324,856 - - 61,001,289 973,830 - - 61,975,119
    Sewage treatment
       plant 75,899,484 13,155 (2,498,816) - 73,413,823 20,244,488 - - 93,658,311
    Plant equipment 4,926,288 2,507,486 - - 7,433,774 40,819 - - 7,474,593
    Vehicles 2,222,034 134,102 (57,936) - 2,298,200 63,596 - - 2,361,796
    Office equipment 1,428,312 176,621 - - 1,604,933 29,396 - - 1,634,329
    Miscellaneous
       equipment 76,449 - - - 76,449 - - - 76,449
     Stormwater system 9,664,528 - - - 9,664,528 162,256 - - 9,826,784
     Construction in
        progress 27,441,631 7,133,780 - - 34,575,411 - (187,320) - 34,388,091
     Projects in progress 38,889 - (6,273) - 32,616 146,271 - - 178,887

181,744,072 13,290,000 (2,563,025) - 192,471,047 21,660,656 (187,320) - 213,944,383
     Less accumulated
        depreciation 71,915,281 3,308,167 (1,385,077) - 73,838,371 4,411,469 - - 78,249,840

109,828,791$ 9,981,833$ (1,177,948)$ -$ 118,632,676$ 17,249,187$ (187,320)$ -$ 135,694,543$



Page 33
DERRY TOWNSHIP MUNICIPAL AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2025 AND 2024

NOTE 4: ACCOUNTS RECEIVABLE

NOTE 5: LONG-TERM DEBT

The Authority’s long-term debt consists of three types of obligations. The Authority has issued its
own debt instruments in the form of Sewer Revenue Bonds, which are typically guaranteed by the
Township of Derry. In addition, in certain circumstances, the Authority has requested the Township
of Derry to issue General Obligation Bonds or Notes to fund Authority projects and the Township
has done so. This approach has provided certain financial benefits to the Authority. The Authority
and Township have entered into subsidy agreements and amendments thereto which make the
Authority fully responsible to the Township to repay the debt associated with the Authority’s
projects. Finally, the Authority has entered into lease obligations with neighboring Conewago
Township and Conewago Municipal Authority.

The subsidy agreements with the Township of Derry contain various covenants of the Authority.
Included in the subsidy agreements, as well as in the Guaranteed Sewer Revenue Bonds, are
covenants to impose and collect sewer rentals, rates and other charges in each year sufficient,
together with other available funds, to pay the administrative expenses and operation and
maintenance expenses of the Authority's sewer system. Additionally, in accordance with the terms
of the subsidy agreements, the Authority is bound to pay its share of the debt service on the related
debt.

Long-term bonds and leases outstanding at December 31, 2025 are as follows:

Accounts receivable consisted of the following:
2025 2024

       Connection fees 11,668$ 11,362$
       Stormwater charges 115,248 133,846
       Miscellaneous 27,061 32,230

153,977$ 177,438$

Original
borrowing

Date of
issue/maturity

Interest rates to
maturity

Annual principal
payments to maturity

Outstanding
December 31, 2025

Sewer Revenue Bonds and Notes:
   Series of 2021A 7,360,000$ 2021/2025 1.00% to 4.00% $180,000 to $2,040,000 -$
   Series of 2021B 10,840,000 2021/2037 0.437% to 2.760% $100,000 to $1,295,000 10,270,000
   Series of 2021C 9,135,000 2021/2035 1.50% to 3.00% $60,000 to $1,950,000 9,135,000
   Series of 2022 9,375,000 2022/2039 3.00% to 4.00% $5,000 to $3,725,000 9,360,000
   Series A of 2022 3,269,000 2022/2042 1.74% $133,000 to $192,000 2,852,000
   Series B of 2022 2,045,000 2022/2042 1.74% $84,000 to $120,000 1,434,000
   Series of 2023 3,389,000 2023/2043 3.11% $128,000 to $224,000 3,133,000
   Pennvest 2024 4,241,932 2024/2034 1.74% $355,213 to $605,754 4,241,932

Township of Derry, General Obligation
   Bonds - subsidy agreements:
     Series of 2018 5,010,000 2018/2030 1.70% to 4.00% $5,000 to $2,445,000 4,975,000
     Series of 2019 4,335,000 2019/2027 1.16% to 3.00% $5,000 to $2,295,000 4,045,000
     Series of 2020 8,915,000 2020/2028 1.00% to 4.00% $610,000 to $2,660,000 2,240,000
     Series of 2020A 8,880,000 2020/2040 1.00% to 4.00% $5,000 to $1,065,000 8,855,000

Lease Obligations:
  Conewago Phase I 2,740,609 2007/2025 1.00% $119,230 to $157,590 -
  Conewago Phase II 4,591,356 2010/2032 1.00% $51,453 to $204,524 1,232,345
  Londonderry Phase I 273,235 2024/2042 1.00% $13,052 to $14,960 235,064
  Londonderry Phase II 252,017 2024/2042 1.00% $11,440 to $13,695 215,182

84,652,149$ 62,223,523$



Page 34
DERRY TOWNSHIP MUNICIPAL AUTHORITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2025 AND 2024

NOTE 5: LONG-TERM DEBT (CONTINUED)

In December 2024, the Authority issued the 2024 Pennvest Loan, in the amount of $14,385,000
with a non-repayment amount of $4,191,077. The principal and interest on this loan is payable in
monthly installments ranging from $6,161 to $51,934 in 2047. The notes bear a fixed interest rates
of 1.743% for years 1-5 and 2.179% after the first five years. The proceeds of the loan were used
to fund capital projects and to pay issuance costs.

The annual requirements for the Authority’s long-term debt are shown below:

Balance as of
January 1,

2024 Additions Retirements

Balance as of
December 31,

2024 Additions Retirements

Balance as of
December 31,

2025
Sewer Revenue Bonds:
   Series 2021A 2,220,000$ -$ (2,040,000)$ 180,000$ -$ (180,000)$ -$
   Series 2021B 10,475,000 - (100,000) 10,375,000 - (105,000) 10,270,000
   Series 2021C 9,135,000 - - 9,135,000 - - 9,135,000
   Series of 2022 9,370,000 - (5,000) 9,365,000 - (5,000) 9,360,000
   Series A of 2022 3,136,000 - (141,000) 2,995,000 - (143,000) 2,852,000
   Series B of 2022 1,961,000 - (438,000) 1,523,000 - (89,000) 1,434,000
   Series of 2023 3,389,000 - (128,000) 3,261,000 - (128,000) 3,133,000
   Pennvest 2024 - - - - 4,241,932 - 4,241,932
Subsidy Agreements:
   Series 2018 4,985,000 - (5,000) 4,980,000 - (5,000) 4,975,000
   Series 2019 4,100,000 - (15,000) 4,085,000 - (40,000) 4,045,000
   Series 2020 5,620,000 - (720,000) 4,900,000 - (2,660,000) 2,240,000
   Series 2020A 8,865,000 - (5,000) 8,860,000 - (5,000) 8,855,000

Total bonds payable 63,256,000 - (3,597,000) 59,659,000 4,241,932 (3,360,000) 60,540,932
Lease obligations 1,879,734 525,252 (399,412) 2,005,574 - (322,983) 1,682,591

65,135,734$ 525,252$ (3,996,412)$ 61,664,574$ 4,241,932$ (3,682,983)$ 62,223,523$

Current Maturities (3,682,983) (3,913,136)
Unamortized original issue premium, net 2,259,943 1,912,510

Long-term debt, net of current maturities 60,241,534$ 60,222,897$

Years Ended Principal Interest Total

2026 3,913,136$ 1,765,731$ 5,678,867$
2027 4,098,550 1,727,452 5,826,002
2028 4,375,173 1,640,678 6,015,851
2029 4,474,919 1,547,953 6,022,872
2030 4,585,853 2,095,288 6,681,141

2031-2035 23,302,191 11,193,714 34,495,905
2036-2040 16,384,676 1,496,105 17,880,781
2041-2043 1,089,025 50,899 1,139,924

Totals 62,223,523$ 21,517,820$ 83,741,343$

Debt from Direct Borrowings
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NOTE 6: DEFINED CONTRIBUTION PENSION PLAN

Under the authority of the Municipality Authorities Act of 1945 and by resolution of the Board, the
Authority has established a defined contribution plan which provides pension benefits for all of its
employees who meet specified service requirements. Benefits depend solely on amounts contributed
to the plan plus investment earnings. Board action requires that the Authority contributes an amount
equal to 10.0% of the employee's total compensation each month. The Authority's contributions for each
employee (and earnings allocated to the employee's account) are fully vested after seven years of
continuous service. Authority contributions for, and earnings forfeited by, employees who leave
employment before being fully vested are used to reduce the Authority's current period contribution
requirement. Voluntary participant contributions are permitted by the plan. The Authority made the
required contributions of $255,507 and $206,439 for the years ended December 31, 2025 and 2024,
respectively.

NOTE 7: OTHER POSTEMPLOYMENT BENEFITS

The Authority applies GASB standards for the measurement, recognition and reporting of expenditures
for OPEB other than pensions and the related liabilities in the financial reports of state and local
governmental employers.

Plan description:

The Authority provides certain postemployment healthcare benefits to its employee retirees through one
single-employer, defined benefit other postemployment benefit (OPEB) plan. The Authority’s OPEB plan
is governed by the Derry Township Municipal Authority Board, which may amend provisions, and which
is responsible for the management of plan assets. The OPEB plan does not issue a separate report.

Eligibility: Any employee who retires after having at least 15 years of service and after attaining age 60,
or who retires after having at least 10 years of service after attaining age 62.

Plan membership:

As of December 31, 2025 and 2024, the OPEB plan membership consisted of the following (actual
number of plan members):

Benefits Provided: Medical and prescription drug coverage is provided to the retiree until the earlier
of Medicare age or five years maximum. The retiree is responsible for paying $250 per year for
coverage. Coverage will not be provided if the retiree is eligible for coverage from another
employer, and upon loss of coverage, the retiree is not eligible to return to the plan. Spouses of
retirees are also eligible for the same benefits under the same terms as long as they are not eligible
for coverage from another employer.

2025 2024
Active plan members 37 37
Inactive plan members or beneficiaries
   currently receiving benefits 0 0

Total 37 37
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NOTE 7: OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

Contributions: The contribution requirements of the plan members and the Authority are established
and may be amended by the Authority. No assets are accumulated in a trust that meets the criteria
in paragraph 4 of Statement No. 75. The plan is funded on a pay-as-you-go basis, i.e. premiums
are paid annually to fund the healthcare benefits provided to current retirees, primarily through
annual appropriations.

Changes in Total OPEB liability:

Actuarial valuations involve estimates of the value of reported amounts and assumptions about
the probability of events far into the future. Examples include assumptions about future
employment, mortality and the healthcare cost trend rate. Amounts determined are subject to
continual revision, as actual results are compared to past expectations and new estimates are
made about the future.

The total OPEB liability was measured as of January 1, 2024, and the total OPEB liability was
determined by rolling forward the liability from an actuarial valuation as of January 1, 2024. No
other significant events or changes in assumptions occurred between the valuation date and year
end, except for the discount rate changing from 4.28% to 4.43%.

The Authority's annual change in total OPEB liability to the plan for the years ended December 31,
2025 and 2024 was as follows:

2025 2024

Service Cost 152,002$ 138,504$
Interest 69,215 61,187
Difference between expected and actual experience - (14,855)
Changes in assumptions 30,310 6,183
Benefit payments (112,743) (122,078)

Change in Total OPEB liability 138,784 68,941

Total OPEB Liability:
    Beginning of the year 1,526,240 1,457,299

     End of the year 1,665,024$ 1,526,240$

Covered employee payroll 2,757,871$ 2,757,871$

Total OPEB liability as a percentage
  of covered employee payroll 60.37% 55.34%
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NOTE 7: OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

Actuarial methods and assumptions:

The Authority’s net OPEB liability was determined as part of an actuarial valuation at January 1,
2022, applied to all periods included in the measurement.

Projections of benefits for financial reporting purposes are based on the substantive plan and
include the types of benefits provided at the time of the valuation and on the historical pattern of
sharing the benefit costs between the employer and plan members to that point. The actuarial
methods and assumptions used include techniques that are designed to reduce the effects of short-
term volatility in actuarial accrued liabilities consistent with the long-term perspective of the
calculation. The projections of benefits for financial reporting purposes do not explicitly incorporate
the potential effects of legal or contractual funding limitations on the pattern of cost sharing between
the employer and plan members in the future.
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NOTE 7: OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

Information as of the latest actuarial valuation is as follows:

Valuation date January 1, 2024

Actuarial cost method Entry age normal

Actuarial assumptions:
Salary Annual increase of 5.50%

Discount rate

Health Care Cost Trend Rate

Retiree contributions

Withdraw rates Rate

Per capita claims cost
Males Females

10,803$ 15,603$
14,308 17,634
17,427 18,451
22,741 21,196

Disability No disability was assumed

Retirement

Mortality

Eligible retirees electing coverage 100%

Married at retirement 80%

Spouse age

8.0% in 2026, 7.0% in 2027, 6.0% in 2028, 5.5% in
2029. Rates gradually decrease from 5.4% in 2030 to
4.0% in 2075 and later based on the Society of
Actuaries Long-Run Medical Cost Trend Model.

4.43%, based on S&P Municipal Bond 20-Year High
Grade Rate Index at December 31, 2025.

Retiree contributions are not assumed to increase.

Age

35

55
60

5.50%
5.00%
4.00%
2.50%
1.00%
0.50%
0.00%
0.00%

30

40
45
50

20
25

10% for age 60-62, 50% for ages 62-64, and 100% at
age 65.

PubG-2010 mortality table, including rate for disabled
retirees and contingent survivors.

Wives are assumed to be three years younger than
their husbands.

0.00%

  Age

45-49
50-54
55-59
60-64

Medical and Prescription Drug Combined
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NOTE 7: OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

Currently, the Authority does not have an investment policy statement for the OPEB plan, since the
Authority does not maintain investments for the OPEB plan. Therefore, the Authority’s OPEB plan
does not have a target allocation or a long-term expected real rate of return for investments.

Discount rate:

The 2025 discount rate used to measure the total OPEB liability was 4.43%. This is based on the
S&P Bond 20-Year High Grade Rate Index at December 31, 2025. The 2024 discount rate used to
measure the total OPEB liability was 4.28%. This is based on the S&P Bond 20-Year High Grade
Rate Index at December 31, 2024.

Sensitivity of the net OPEB liability to changes in the discount rate:

The following presents the net OPEB liability of the plan calculated using the discount rate
described above, as well as what the plan’s net OPEB liability would be if they were calculated
using a discount rate that is one percentage point lower or one percentage point higher than the
current rates:

Sensitivity of the net OPEB liability to changes in the Healthcare Cost Trend Rate:

The following presents the net OPEB liability of the plan calculated using the Healthcare Cost
Trend Rate described above, as well as what the plan’s net OPEB liability would be if they were
calculated using Healthcare Cost Trend Rates that are one percentage point lower or one
percentage point higher than the current rates:

1% Decrease
Current

discount rate 1% Increase

Total OPEB liability December 31, 2025 1,759,642$ 1,665,024$ 1,574,940$
Total OPEB liability December 31, 2024 1,608,308$ 1,526,240$ 1,447,524$

1% Decrease
Current

valuation rates 1% Increase

Total OPEB liability December 31, 2025 1,489,884$ 1,665,024$ 1,878,834$
Total OPEB liability December 31, 2024 1,381,402$ 1,526,240$ 1,701,904$
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NOTE 7: OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

OPEB expense:

The OPEB expense for the Authority for the years ended December 31, 2025 and 2024 was as
follows:

Deferred outflows of resources and deferred inflows of resources related to OPEB:

At December 31, 2025 and 2024, the Authority reported deferred outflows of resources and
deferred inflows of resources related to OPEB from the following sources:

The effect of the changes of assumptions are recognized over the average expected remaining
service lives of active and inactive members. Amounts reported as deferred outflows of resources
related to the OPEB plan will be recognized in OPEB expense as follows for the years ended
December 31:

2025 2024

Service cost 152,002$ 138,504$
Interest 69,215 61,187
Amortization of deferred outflows 18,649 16,755
Amortization of deferred inflows (11,472) (11,472)

Total OPEB expense 228,394$ 204,974$

Deferred outflows
of resources

Deferred inflows of
resources

Deferred outflows
of resources

Deferred inflows of
resources

Changes in assumptions 102,115$ 96,393$ 82,968$ 106,201$
Difference between expected and actual experience 74,856 18,148 82,342 19,812

176,971$ 114,541$ 165,310$ 126,013$

2025 2024

7,177$
7,177
7,177
7,177
7,174

26,548

62,430$

Thereafter

Year ended

2026
2027
2028
2029
2030
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NOTE 8: LEASES

Lessor

The Authority, as the lessor, had entered into an agreement in 2006 with the Township of Derry
Industrial and Commercial Development Authority (the ICDA) to lease to the ICDA approximately
12 acres of land along Hersheypark Drive, Hershey, Pennsylvania. An initial lease receivable was
recorded in the amount of $423,255. There was no additional revenue for variable and other
payments not included in the measurement of the lease receivable. As of December 31, 2025 and
2024, the value of the lease receivable is $366,645 and $378,702, respectively, and the related
deferred inflow for future payments expected to be collected on the lease is $346,622 and
$363,128, respectively. The lessee is required to make monthly fixed payments of $2,000 through
2046. The lease has an interest rate of 3.2%. The Authority recognized lease revenue and interest
of $11,943 and $12,322, respectively for the years ended December 31, 2025 and 2024.

Lessee

In 2014, The Authority entered into two leases with Conewago Township and Conewago Municipal
Authority, respectively. Under two separate sewer service and lease agreements, Conewago Township
and its Authority lease their sewer systems to the Derry Township Municipal Authority for operation and
maintenance. The lease liability of Conewago Township had balances of $0 and $106,027 at December
31, 2025 and 2024, respectively. The cost of the related capital asset is $4,229,548, with accumulated
depreciation of $1,109,997 and $1,054,072 at December 31, 2025 and 2024, respectively. The lease
liability of Conewago Municipal Authority had balances of $1,232,345 and $1,425,124 at December 31,
2025 and 2024, respectively. The cost of the related capital asset is $4,099,169, with accumulated
depreciation of $819,834 and $768,594 at December 31, 2025 and 2024, respectively. The total amount
of interest payments remaining on the leases are $38,901 and $52,669 as of December 31, 2025 and
2024, respectively.

In 2021, the Authority entered into a lease with Londonderry Township. Under the sewer service lease
agreement, Londonderry Township leases their collection facilities and land and rights-of-way to the
Derry Township Municipal Authority for operation and maintenance. The lease liability of Londonderry
Township had a balance of $450,246 and $474,423 at December 31, 2025 and 2024. The cost of the
related capital asset is $525,252, with accumulated depreciation of $12,584 and $6,019 at December
31, 2025 and 2024. The total amount of interest payments remaining on the lease are $39,541 and
$44,175 as of December 31, 2025 and 2024, respectively.

NOTE 9: DEFERRED COMPENSATION PLAN

In September 1992, the Authority entered into an agreement with MissionSquare Retirement
Corporation to provide a deferred compensation plan in accordance with Internal Revenue Code,
Section 457 on a voluntary basis to full-time employees. The plan permits employees to defer a portion
of their salary until future years. The deferred compensation is only available to participants at
employment termination, retirement, death or unforeseeable emergencies. In 2016, an employee loan
provision was added to the plan. The Authority makes a matching contribution to the plan in the amount
of 50% of the first 4% of salary deferred by the employee. In accordance with federal law, a trust fund
was established for the deposit of Section 457 assets. The trust fund is for the exclusive benefit of plan
participants and beneficiaries. Because the assets are not owned by the Authority, but are held in a
trust, the deferred compensation assets and related liabilities are not recorded in the Authority's financial
statements. The Authority's responsibilities are to submit participant payroll deductions and enrollment
change forms to the plan administrator (MissionSquare Retirement Corporation) and review the
quarterly statements for accuracy. Investments are managed by the plan's trustee, with various
investment options available. The choice of the investment options is made by the employee.
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NOTE 10: COMMITMENTS

In the normal course of business, the Authority may be subject to pending and threatened lawsuits in
which claims for monetary damage could be asserted. In management's opinion, the Authority's financial
position and results of operations would not be materially affected by the outcome of such legal
proceedings.

The Authority has active construction projects as of December 31, 2025 and 2024. At year end, the
financial commitments with contractors related to these projects are as follows:

NOTE 11: SUBSEQUENT EVENT

In January 2026, the Authority authorized the issuance of the 2026 Pennvest Loan in the amount of
$8,151,527. Payments will be paid monthly for 240 months and interest ranges from 1.743% for years
1-5 and 2.179% thereafter. The proceeds of the loan will be used to fund capital projects and the costs
of issuance.

Remaining commitment as of
December 31, 2025

Remaining commitment as
of December 31, 2024

Biosolids Drying and Gasification Project 5,596,152$ 13,396,110$
Clearwater Headworks Inprovements 883,066 1,905,235
Clearwater HSOW Receiving Facilities Upgrades - 18,500
Highmeadow Pump Station Upgrade 7,853,372 -
Oakmont  Basin Retrofit and Forest Ave BMP - 92,741
Ridge Road Drainage Improvements 776,914 4,442,465
Southwest Treatment Plant Screaning - 52,332
Southwest Treatment Plant Upgrades 5,087,878 13,769,830
Stoverdale Rd & Shopes Church Rd 99,183 -
2024 Sanitary Sewer Rehabilitation - 177,884
2024 Sanitary Stormwater Rehabilitation - 132,091
2025 Sanitary Sewer Rehabilitation 35,942 -

Totals 20,332,507$ 33,987,188$

Project
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Fiscal Year Ending 2025 2024 2023 2022 2021 2020 2019 2018

Service Cost 152,002$ 138,504$ 125,669$ 115,478$ 116,350$ 93,969$ 88,850$ -$
Interest 69,215 61,187 60,844 30,879 25,644 39,121 41,578 -
Changes of Benefit Terms - - - - - - - 1,102,231
Differences Between Expected and Actual Experience - (14,855) - 104,800 - (9,565) - -
Changes of Assumptions 30,310 6,183 30,602 (125,494) (10,975) 69,920 15,825 -
Benefit Payments (112,743) (122,078) (100,015) (92,503) (79,270) (96,487) (90,152) -
Net Change in Suburban Plan Total OPEB Liability 138,784 68,941 117,100 33,160 51,749 96,958 56,101 1,102,231
Total OPEB Liability - Beginning 1,526,240 1,457,299 1,340,199 1,307,039 1,255,290 1,158,332 1,102,231 -
Total OPEB Liability - Ending 1,665,024$ 1,526,240$ 1,457,299$ 1,340,199$ 1,307,039$ 1,255,290$ 1,158,332$ 1,102,231$

Covered-Employee Payroll 2,757,871$ 2,757,871$ 2,509,726$ 2,509,726$ 2,220,118$ 2,220,118$ 2,338,104$ 2,338,104$

Total OPEB Liability as a % of Covered-Employee Payroll 60.37% 55.34% 58.07% 53.40% 58.87% 56.54% 49.54% 47.14%

In accordance with GASB Statement No. 75, this schedule has been prepared prospectively.
This schedule will accumulate each year until sufficient information to present a ten-year trend is available.

Changes in assumptions:
For 2025, the discount rate changed from 4.28% to 4.43%. The trend and mortality assumptions were updated.
For 2024, the discount rate changed from 4.00% to 4.28%. The trend and mortality assumptions were updated.
For 2023, the discount rate changed from 4.31% to 4.00%. The trend and mortality assumptions were updated.
For 2022, the discount rate changed from 2.25% to 4.31%. The trend and mortality assumptions were updated.
For 2021, the discount rate changed from 1.93% to 2.25%. The trend and mortality assumptions were updated.

DERRY TOWNSHIP MUNICIPAL AUTHORITY
SCHEDULE OF CHANGES IN TOTAL OPEB LIABILITY AND RELATED RATIOS

REQUIRED SUPPLEMENTARY INFORMATION
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Wastewater Fund Stormwater Fund Eliminations Total
Current assets:

Cash and cash equivalents 9,091,565$ 2,784,408$ -$ 11,875,973$
Sewer rents receivables 563,510 7,645 - 571,155
Accounts receivable 38,729 115,248 - 153,977
Lease receivable 366,645 - - 366,645
Due from Stormwater 4,005 - (4,005) -
Prepaid insurance 178,110 - - 178,110

Total current assets 10,242,564 2,907,301 (4,005) 13,145,860

Non-current assets:
Cash and cash equivalents restricted for improvements and contingency 8,905,637 888,534 - 9,794,171
Cash and cash equivalents restricted for capital projects and debt service 889 - - 889
Capital assets, not being depreciated 29,841,545 7,095,457 - 36,937,002
Capital assets, being depreciated, net 90,332,455 8,425,086 - 98,757,541

Total non-current assets 129,080,526 16,409,077 - 145,489,603

Total assets 139,323,090 19,316,378 (4,005) 158,635,463

Deferred outflows of resources:
Other postemployment benefits 159,274 17,697 - 176,971
Deferred loss on refunded debt 631,280 - - 631,280

Total deferred outflows 790,554 17,697 - 808,251

Total assets and deferred outflows of resources 140,113,644$ 19,334,075$ (4,005)$ 159,443,714$

DERRY TOWNSHIP MUNICIPAL AUTHORITY
COMBINING STATEMENTS OF NET POSITION

YEAR ENDED DECEMBER 31, 2025

 ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
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Wastewater Fund Stormwater Fund Eliminations Total
Current liabilities:

Accrued interest on debt 65,450$ 18,424$ -$ 83,874$
Current portion of:

Sewer revenue bonds and notes 96,000 278,000 - 374,000
Subsidy agreements with Derry Twp 3,318,400 1,600 - 3,320,000
Lease obligations 219,136 - - 219,136

Due to Wastewater - 4,005 (4,005) -
Accounts payable 4,972,752 680,674 - 5,653,426
Accrued:

Paid time off 216,990 24,140 - 241,130
Payroll and payroll deductions 83,840 13,680 - 97,520

Total current liabilities 8,972,568 1,020,523 (4,005) 9,989,086

Non-current liabilities:
Other postemployment benefits liability 1,498,522 166,502 - 1,665,024
Long-term debt, net of current position:

Sewer revenue bonds and notes 35,345,307 5,707,000 - 41,052,307
Subsidy agreements with Derry Twp 16,101,985 1,605,150 - 17,707,135
Lease obligations 1,463,455 - - 1,463,455

Total noncurrent liabilities 54,409,269 7,478,652 - 61,887,921

Total liabilities 63,381,837 8,499,175 (4,005) 71,877,007

Deferred inflows of resources:
Leases 346,622 - - 346,622
Other postemployment benefits 103,087 11,454 - 114,541

Total deferred inflows of resources 449,709 11,454 - 461,163

Net position:
Net investment in capital assets 63,629,717 8,817,327 - 72,447,044
Unrestricted 12,652,381 2,006,119 - 14,658,500

Total net position 76,282,098 10,823,446 - 87,105,544

Total liabilities, deferred inflows of resources and net position 140,113,644$ 19,334,075$ (4,005)$ 159,443,714$

DERRY TOWNSHIP MUNICIPAL AUTHORITY
COMBINING STATEMENTS OF NET POSITION (CONTINUED)

YEAR ENDED DECEMBER 31, 2025

LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION
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Wastewater Fund Stormwater Fund Eliminations Total
Current Assets:

Cash and cash equivalents 7,714,525$ 1,950,627$ -$ 9,665,152$
Sewer rents receivables 460,433 8,400 - 468,833
Accounts receivable 43,592 133,846 - 177,438
Interest receivable 391 - - 391
Lease receivable 378,702 - - 378,702
Due from Stormwater 483 - (483) -
Prepaid insurance 170,383 - - 170,383

Total current assets 8,768,509 2,092,873 (483) 10,860,899

Non-current assets:
Cash and cash equivalents restricted for improvements and contingency 9,758,504 5,520,001 - 15,278,505
Cash and cash equivalents restricted for capital projects and debt service 9,279 - - 9,279
Capital assets, not being depreciated 34,730,638 2,247,413 - 36,978,051
Capital assets, being depreciated, net 73,167,493 8,487,132 - 81,654,625

Total non-current assets 117,665,914 16,254,546 - 133,920,460

Total assets 126,434,423 18,347,419 (483) 144,781,359

Deferred outflows of resources:
Other postemployment benefits 148,779 16,531 - 165,310
Deferred loss on refunded debt 793,075 - - 793,075

Total deferred outflows 941,854 16,531 - 958,385

Total assets and deferred outflows of resources 127,376,277$ 18,363,950$ (483)$ 145,739,744$

DERRY TOWNSHIP MUNICIPAL AUTHORITY
COMBINING STATEMENTS OF NET POSITION

YEAR ENDED DECEMBER 31, 2024

 ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
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Wastewater Fund Stormwater Fund Eliminations Total
Current liabilities:

Accrued interest on debt 68,958$ 19,171$ -$ 88,129$
Current portion of:

Sewer revenue bonds and notes 379,000 271,000 - 650,000
Subsidy agreements with Derry Twp 2,708,400 1,600 - 2,710,000
Lease obligations 322,983 - - 322,983

Due to Wastewater - 483 (483) -
Accounts payable 2,598,480 854,220 - 3,452,700
Accrued:

Paid time off 219,360 13,090 - 232,450
Payroll and payroll deductions 77,633 11,290 - 88,923

Total current liabilities 6,374,814 1,170,854 (483) 7,545,185

Non-current liabilities:
Other postemployment benefits liability 1,373,616 152,624 - 1,526,240
Long-term debt, net of current position:

Sewer revenue bonds 31,399,124 5,985,000 - 37,384,124
Subsidy agreements with Derry Twp 19,566,556 1,608,263 - 21,174,819
Lease obligations 1,682,591 - - 1,682,591

Total noncurrent liabilities 54,021,887 7,745,887 - 61,767,774

Total liabilities 60,396,701 8,916,741 (483) 69,312,959

Deferred inflows of resources:
Leases 363,128 - - 363,128
Other postemployment benefits 113,412 12,601 - 126,013

Total deferred inflows of resources 476,540 12,601 - 489,141

Net position:
Net investment in capital assets 57,872,300 8,388,683 - 66,260,983
Unrestricted 8,630,736 1,045,925 - 9,676,661

Total net position 66,503,036 9,434,608 - 75,937,644

Total liabilities, deferred inflows of resources and net position 127,376,277$ 18,363,950$ (483)$ 145,739,744$

DERRY TOWNSHIP MUNICIPAL AUTHORITY
COMBINING STATEMENTS OF NET POSITION (CONTINUED)

YEAR ENDED DECEMBER 31, 2024

LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION
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Wastewater Fund Stormwater Fund Total
Operating revenues:

Sewer Service charges:
Direct customers 9,300,180$ -$ 9,300,180$
Municipal customers 985,133 - 985,133

Hauled waste process 1,645,565 - 1,645,565
Surcharges 543,882 - 543,882
Connection and related fees 25,888 - 25,888
Stormwater fees - 2,428,140 2,428,140
Miscellaneous 770,068 25,542 795,610

Total operating revenues 13,270,716 2,453,682 15,724,398

Operating expenses:
Administrative, payroll taxes, and employee benefits 3,626,218 654,999 4,281,217
Collection system 713,531 208,972 922,503
Plant operations 2,512,955 - 2,512,955
Maintenance 926,918 - 926,918
Technical services 446,799 - 446,799
Miscellaneous project expense 389,145 46,714 435,859

Total operating expenses 8,615,566 910,685 9,526,251

Net income before depreciation and amortization 4,655,150 1,542,997 6,198,147

Depreciation and amortization 4,165,884 245,585 4,411,469

Operating income 489,266 1,297,412 1,786,678

Non-operating revenues and (expenses):
Capacity fees 406,740 - 406,740
Interest income 788,773 291,530 1,080,303
Amortization of bond premiums 345,922 1,511 347,433
Federal and state grants 3,106,262 - 3,106,262
Miscellaneous revenue 4,095,776 - 4,095,776
Interest expense:

Lease (18,402) - (18,402)
Bonds and notes payable (1,789,785) (201,615) (1,991,400)

Bond issuance costs (1,500) - (1,500)

Total non-operating revenues and (expenses) 6,933,786 91,426 7,025,212

Sewer extensions contributed by developers 2,356,010 - 2,356,010

Increase in Net Position 9,779,062 1,388,838 11,167,900

Net Position at Beginning of Year 66,503,036 9,434,608 75,937,644

Net Position at End of Year 76,282,098$ 10,823,446$ 87,105,544$

DERRY TOWNSHIP MUNICIPAL AUTHORITY
COMBINING STATEMENTS OF REVENUES AND EXPENSES

YEAR ENDED DECEMBER 31, 2025
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Wastewater Fund Stormwater Fund Total
Operating revenues:

Sewer Service charges:
Direct customers 9,076,743$ -$ 9,076,743$
Municipal customers 986,101 - 986,101

Hauled waste process 1,585,148 - 1,585,148
Surcharges 549,101 - 549,101
Connection and related fees 67,350 - 67,350
Stormwater fees - 2,286,269 2,286,269
Miscellaneous 410,880 48,995 459,875

Total operating revenues 12,675,323 2,335,264 15,010,587

Operating expenses:
Administrative, payroll taxes, and employee benefits 3,464,591 545,723 4,010,314
Collection system 693,608 221,666 915,274
Plant operations 2,474,079 - 2,474,079
Maintenance 944,544 - 944,544
Technical services 389,046 - 389,046
Miscellaneous project expense - 716,860 716,860

Total operating expenses 7,965,868 1,484,249 9,450,117

Net income before depreciation and amortization 4,709,455 851,015 5,560,470

Depreciation and amortization 3,065,451 242,716 3,308,167

Operating income 1,644,004 608,299 2,252,303

Non-operating revenues and (expenses):
Capacity fees 206,247 - 206,247
Interest income 808,256 188,096 996,352
Amortization of bond premiums 345,922 1,513 347,435
Federal and state grants 603,809 54,000 657,809
Miscellaneous revenue 698,291 4 698,295
Interest expense:

Lease (27,061) - (27,061)
Bonds and notes payable (1,851,296) (208,094) (2,059,390)

Bond issuance costs (53,599) - (53,599)
Gain/(Loss) on Disposal of Fixed Assets (1,170,029) - (1,170,029)

Total non-operating revenues and (expenses) (439,460) 35,519 (403,941)

Increase in Net Position 1,204,544 643,818 1,848,362

Net Position at Beginning of Year 65,298,492 8,790,790 74,089,282

Net Position at End of Year 66,503,036$ 9,434,608$ 75,937,644$

DERRY TOWNSHIP MUNICIPAL AUTHORITY
COMBINING STATEMENTS OF REVENUES AND EXPENSES

YEAR ENDED DECEMBER 31, 2024
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Wastewater Fund Stormwater Fund Total
Cash flows from operating activities:

Cash received from customers and users 13,158,994$ 2,482,094$ 15,641,088$
Cash payments to:

Suppliers (1,700,621) (396,624) (2,097,245)
Employees (4,472,926) (630,153) (5,103,079)

Net cash provided by operating activities 6,985,447 1,455,317 8,440,764

Cash flows from capital and related financing activities:
Non-operating income 7,202,041 - 7,202,041
Capacity fees 406,740 - 406,740
Purchase of property, plant, and equipment (14,026,490) (5,090,836) (19,117,326)
Debt principal paid (3,087,398) (272,602) (3,360,000)
Lease paid (322,983) - (322,983)
Bond proceeds, net of issuance costs, premium and discounts 4,240,432 - 4,240,432
Interest paid on debt (1,667,649) (184,613) (1,852,262)

Net cash used by capital and related financing activities (7,255,307) (5,548,051) (12,803,358)

Cash flows provided by investing activities, interest received 785,643 295,048 1,080,691

Net decrease in cash and cash equivalents 515,783 (3,797,686) (3,281,903)

Cash and cash equivalents:
Beginning of the year 17,482,308 7,470,628 24,952,936

End of Year 17,998,091$ 3,672,942$ 21,671,033$

DERRY TOWNSHIP MUNICIPAL AUTHORITY
COMBINING STATEMENTS OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2025
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Wastewater Fund Stormwater Fund Total
Reconciliation of operating income to net cash provided by operating activities:

Operating income 489,266$ 1,297,412$ 1,786,678$
Adjustments:

Depreciation and amortization of property, plant, and equipment 4,165,884 245,585 4,411,469
Changes in assets and liabilities:

(Increase) decrease in:
Receivables (107,273) 28,412 (78,861)
Prepaid insurance (7,727) - (7,727)
Deferred outflow-OPEB (10,495) (1,166) (11,661)
Lease Receivable 12,057 - 12,057

Increase (decrease) in:
Accounts payable, trade and other 2,331,498 (130,772) 2,200,726
OPEB liability 124,906 13,878 138,784
Accrued expenses 3,837 13,440 17,277
Deferred inflow-Lease (16,506) - (16,506)
Deferred inflow-OPEB - (11,472) (11,472)

Net cash provided by operating activities 6,985,447$ 1,455,317$ 8,440,764$

Non-cash activities:
Amortization of bond premiums 347,433$
Deferred loss on refunded debt 161,796
Sewer extensions contributed by developers 2,356,010

DERRY TOWNSHIP MUNICIPAL AUTHORITY
COMBINING STATEMENTS OF CASH FLOWS (CONTINUED)

YEAR ENDED DECEMBER 31, 2025
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Wastewater Fund Stormwater Fund Total
Cash flows from operating activities:

Cash received from customers and users 12,626,974$ 2,297,007$ 14,923,981$
Cash payments to:

Suppliers (3,293,324) (44,436) (3,337,760)
Employees (4,204,179) (620,781) (4,824,960)

Net cash provided by operating activities 5,129,471 1,631,790 6,761,261

Cash flows from capital and related financing activities:
Non-operating income 1,302,100 54,004 1,356,104
Capacity fees 206,247 - 206,247
Purchase of property, plant, and equipment (11,577,084) (1,706,647) (13,283,731)
Gain/(loss) on disposal of fixed assets 1,650 - 1,650
Debt principal paid (3,326,400) (270,600) (3,597,000)
Lease paid (399,412) - (399,412)
Bond proceeds, net of issuance costs, premium and discounts 471,653 - 471,653
Interest paid on debt (1,722,479) (207,665) (1,930,144)

Net cash used by capital and related financing activities (15,043,725) (2,130,908) (17,174,633)

Cash flows provided by investing activities, interest received 814,093 183,223 997,316

Net increase in cash and cash equivalents (9,100,161) (315,895) (9,416,056)

Cash and cash equivalents:
Beginning of the year 26,582,469 7,786,523 34,368,992

End of Year 17,482,308$ 7,470,628$ 24,952,936$

DERRY TOWNSHIP MUNICIPAL AUTHORITY
COMBINING STATEMENTS OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2024
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Wastewater Fund Stormwater Fund Total
Reconciliation of operating income to net cash provided by operating activities:

Operating income 1,644,004$ 608,299$ 2,252,303$
Adjustments:

Depreciation and amortization of property, plant, and equipment 3,065,451 242,716 3,308,167
Changes in assets and liabilities:

(Increase) decrease in:
Receivables (43,522) (38,257) (81,779)
Prepaid insurance 12,201 1,228 13,429
Deferred outflow-OPEB 9,515 1,057 10,572
Lease Receivable 11,678 - 11,678

Increase (decrease) in:
Accounts payable, trade and other 329,252 803,055 1,132,307
OPEB liability 62,047 6,894 68,941
Accrued expenses 52,305 6,460 58,765
Deferred inflow-Lease (16,505) - (16,505)
Deferred inflow-OPEB 3,045 338 3,383

Net cash provided by operating activities 5,129,471$ 1,631,790$ 6,761,261$

Non-cash activities:
Amortization of bond premiums 347,435$
Deferred loss on refunded debt 161,796
Gain/(loss) on disposal of fixed assets (1,177,948)

DERRY TOWNSHIP MUNICIPAL AUTHORITY
COMBINING STATEMENTS OF CASH FLOWS (CONTINUED)

YEAR ENDED DECEMBER 31, 2024
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Wastewater Fund Stormwater Fund Total
Administrative, payroll taxes, and employee benefits:

Salaries 624,428$ 161,608$ 786,036$
Materials and supplies 16,139 5,432 21,571
General expense 661,062 124,578 785,640
Payroll taxes and employee benefits 1,940,743 278,677 2,219,420
Maintenance and repairs 2,945 - 2,945
Professional services 380,901 84,704 465,605

Total admin, payroll taxes, and employee benefits 3,626,218 654,999 4,281,217

Collection system:
Salaries 463,990 204,548 668,538
Materials and supplies 12,556 916 13,472
General expense 19,907 2,582 22,489
Maintenance and repairs 96,908 926 97,834
Utilities 120,170 - 120,170

Total collection system 713,531 208,972 922,503

Plant operations:
Salaries 926,112 - 926,112
Materials and supplies 77,746 - 77,746
General expense 22,514 - 22,514
Utilities 623,557 - 623,557
Chemicals 461,604 - 461,604
Special services 401,422 - 401,422

Total plant operations 2,512,955 - 2,512,955

Maintenance:
Salaries 303,157 - 303,157
Materials and supplies 11,721 - 11,721
General expense 17,053 - 17,053
Equipment repairs 548,302 - 548,302
Vehicle repairs 33,033 - 33,033
Automation control services 13,652 - 13,652

Total maintenance 926,918 - 926,918

Technical services:
Salaries 332,744 - 332,744
Materials and supplies 25,405 - 25,405
General expense 16,222 - 16,222
Special services 72,428 - 72,428

Total technical services 446,799 - 446,799

Miscellaneous project expense 389,145 46,714 435,859

Total operating expenses 8,615,566$ 910,685$ 9,526,251$

DERRY TOWNSHIP MUNICIPAL AUTHORITY
SCHEDULES OF OPERATING EXPENSES

YEAR ENDED DECEMBER 31, 2025
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Wastewater Fund Stormwater Fund Total
Administrative, payroll taxes, and employee benefits:

Salaries 590,365$ 143,017$ 733,382$
Materials and supplies 17,410 - 17,410
General expense 637,264 56,131 693,395
Payroll taxes and employee benefits 1,725,015 273,649 1,998,664
Maintenance and repairs 6,773 - 6,773
Professional services 487,764 72,926 560,690

Total admin, payroll taxes, and employee benefits 3,464,591 545,723 4,010,314

Collection system:
Salaries 444,196 218,864 663,060
Materials and supplies 12,135 10 12,145
General expense 19,192 2,792 21,984
Maintenance and repairs 127,566 - 127,566
Utilities 90,519 - 90,519

Total collection system 693,608 221,666 915,274

Plant operations:
Salaries 910,208 - 910,208
Materials and supplies 108,707 - 108,707
General expense 21,648 - 21,648
Utilities 440,516 - 440,516
Chemicals 557,609 - 557,609
Special services 435,391 - 435,391

Total plant operations 2,474,079 - 2,474,079

Maintenance:
Salaries 379,676 - 379,676
Materials and supplies 14,772 - 14,772
General expense 11,838 - 11,838
Equipment repairs 494,425 - 494,425
Vehicle repairs 33,888 - 33,888
Automation control services 9,945 - 9,945

Total maintenance 944,544 - 944,544

Technical services:
Salaries 281,631 - 281,631
Materials and supplies 21,728 - 21,728
General expense 11,307 - 11,307
Special services 74,380 - 74,380

Total technical services 389,046 - 389,046

Miscellaneous project expense - 716,860 716,860

Total operating expenses 7,965,868$ 1,484,249$ 9,450,117$

DERRY TOWNSHIP MUNICIPAL AUTHORITY
SCHEDULES OF OPERATING EXPENSES

YEAR ENDED DECEMBER 31, 2024


