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INDEPENDENT AUDITOR’S REPORT

To the Township Board
Peninsula Township

Grand Traverse Courty
Traverse City, Michigan 49684

Opinion

We have audited the accompanying financial statements of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of Peninsula Township, Michigan, ss of and for the year ended March 31, 2026, and the related notes to the
financial statements, which collectively comprise the Peninsula Township, Michigan’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred te above present fairly, in ali material respects, the respective financial position of the governmertal
activities, the business-type activities, each major fund, and the aggregate remaining fund information of Peninsula Township, Michigan, as of March
31, 2026, and the respective changes in financial position and, where applicable, cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the Urited States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Our responsibilities under those
standerds 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 Peninsula Township, Michigan and to meet our other ethical responsibilities in accordance with the relevant ethical requirements
relating to our andit. We believe that the audit evidence we have obtained is sufticient and appropriate to provide & basis for our audit opinion.

Emphasis of Matter — Litigation

As discussed in Nate 16 to the financial statements, the Township is subject to significant litigation in which a judgment of approximately $49
million has been entered against the Township. The judgment is currently stayed pending appeal, and the Township’s legal counse! has advised that
the likelihood the Township wili ultimately incur a liabikity is remote. Accordingly, no Hability related to judgment has been recognized in the
accompanying financial stafements. Our opinions are not modified with respect to this matter.

Responsibility of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting principles generally
accepted in the United States of America; 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 Peninsula Township, Michigan’s ability to contimue as a going concera for twelve months beyond the financial
statement date, including any currently known information that may raise substantial doubt shortly thereafter,

Auditer’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due
to fraud or error, and to issue an auditor’s report that includes our opinion, Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an eudit conducted in accordance with generally accepted anditing standards will atways detact 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 fudgment made by a reasonable
user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

+  Exercise professional judgment and meintain professional skepticism throughout the audit,

Certified Public Accountants

Tobin & Co., P.C. :

4020 Cogper View 3
Suite 113

Traverse City, Ml 49684



*  Ideniify 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 Peninsula Township, Michigan’s internal conirol.
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,

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregaie, thal raise substantial doubt about Peninsula
Township, Michigan's ability to continue ag 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,
gignificant eudit findings, and certain internal contro} related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis and budgetary
comparison information be presented to supplement the basic financial statements. Such information is the responsibility of management and,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of finanefal 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 bagic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information because the limited procedures do not provide
us with sufficient evidence to express an opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the Peninsula Township,
Michigan’s basic financial statements. The combining and individual nonmajor fund financial statements are presented for purposes of additional
analysis and are not 4 required part of the basic financial statements, Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial statements. The information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain additional 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 themseives, and other additional procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the combining and individual nonmajor fund financial statements are fairly stated, in all material respects, in relation to the basic
financial statements as a whole. :

TOBIN &, CO., P.L.

Certified Public Accountants
Traverse City, Michigan
September 28, 2026



Peninsula Township Management Discussion and Analysis Letter

As the Township Board of Peninsula Township, we offer readers of the Township’s financial statements this narrative overview and analysis of the
financial activities of Peninsula Township for the fiscal year ended March 31, 2026. We encourage readers to consider the information presented here
in conjunction with additional information that is furnished in the Financial Statements and Notes to the Financial Statements.

Financial Highlights

The assets of Peninsula Township excesded its liabilities and deferred inflows at the close of the most recent fiscal year by $46,720,260. Of this
amount, $1,745,493 may be used to meet the Township’s ongoing obligations to citizens and creditors.

As of the close of the current fiscal year, Township’s governmental funds reported combined ending fund balances of $16,335,609 an increase of
$1,660,615 in comparison with the prior year. Approximately 9% of the total amount, $1,427,846 is available for spending at the Township’s
discretion,

At the end of the current fiscal year, unassigned fund balance for the general fund was $1,427,846 or 81% of the total general fund expenditures.
The Township’s total long-terrn debt decreased by $536,263 during the current fiscal year,
Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to Peninsula Township’s basic financial statements. The Township’s basic
financial statements comprise three components: 1) government-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements, This report also contains other supplementary information, in addition to the basic financial statements themselves.

Governmeni-wide financial siatements: The government-wide financial statements are designed to provide readers with a broad overview of the
Township’s finances, in a manner similar to a private-sector business,

The statement of net position presents information on all of the Township’s assets and Habilities, with the difference between the two reported as net
vosition. Over time, increases or decreases in net position may serve as a usefu! indicator of whether the Township’s financial position is improving
or deterforating.

The statement of activities presents information showing how the Township’s net position changed during the most recent fiscal year. All changes in
net position are reported as soon as the underlying event giving rise to the change oceurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes,
earned but unused credits, and used but not paid expenses).

Both of the government-wide financial statements distinguish functions of the Township that are principally supported by taxes and
intergovernmental revenues from other functions that are intended to recover all or a significant portion of their costs through user fees and charges,
The governmenta! activities of the Township include: general government, public safety, road projects, sanitation, and recreation. The business-type
activities of the Township include buiiding inspections and sewer and water system.

The government-wide financial statements can be found on pages 11 and 12 of this report,

Fund financial statements: A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for
specific activities or objectives. Peninsula Township, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the Township can be divided into three categories: governmental funds,
proprietary funds, and fiductary funds:

Governmental funds: Governmental funds are used to account for essentially the same functions reported as governmenta] activities in the
government-wide financial staiements, Hlowever, unlike the government-wide financial statements, povernmental fund financial statements focus on
near-term inflows and outflows of spendable resources, as well as on balances of spendable resources available at the end of the fiscal year, Such
information may be useful in evaluating a government’s near-term financing requirements,

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful to compare the information
presented for governmental funds with similar information presented for governmental activities in the government-wide financial statements, By
doing so, readers may better understand the long-term impact of the government’s near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities,



Peninsula Township maintains twenty-four individual governmental funds, Information is presented separately in the governmental fund balance
sheet and in the governmental fund statements of revenues, expenditures, and changes in fand balances for the General Fund, Fire Fund and Purchase
of Development Rights Fund, which are considered to be major funds. Data from the other governmental funds are combined inio a single,
aggregated presentation. Individual fund data for each of these non-major governmental funds is provided in the form of combining statements
elsewhere in this report.

The Township adopts an annual appropriated budget for its general fund, special revenue funds, and debt service funds, Budgetary comparison
statements have been provided for the genera! fund and other governmental fands to demonstrate compliance with this budget.

Proprietary funds: Peninsula Township maintains six proprietary funds. Enterprise funds are used to report the same functions presented as
business-type activities in the government-wide finencial statements. The Township uses an enterprise fund to account for its tower rental,
lighthouse, lighthouse gift shop, water and sewer, and compactor station activities.

Fiduciary funds: Fiduciary funds are used to account for resources held for the benefit of parties outside the government. Fiduciary funds are not
reflected in the government-wide financial statements because the resources of those funds are not available to support the Township’s own
prograins, The accounting used for fiduciary funds is much like that used for propristary funds.

The basic fiduciary fund financial statements can be found on pages 18 and 19 of this report,

Notes to the financial statements: The notes provide additional information that is essenttal to a full understanding of the data provided in the
government-wide and fund financial statements. The notes to the financial statements can be found on pages 20 through 32 of this report,

Government-wide Financial Analysis and Highlights

As noted earfier, net position may serve over time as a useful indicator of a government’s financial position. In the case of Peninsula Township,
assets exceeded liabilities and deferred inflows by $46,720,260 at the close of the most recent fiscal year,

Condensed Financial Information and Analysis of Balances and Transactions of the Other Township’s Funds,

Net Position

Total net position at the end of the year was $46,720,260. Of this total, $28,003,192, represents a net investment in capital assets and $3,910,441 is
restricted for public safety, $8,505,020 is restricted for debt service, $573,812 is restricted for recreation and culture, and $3,982,302 is restricted for
public works, Consequently, unrestricted net position was $1,743,493.

Township's Net Position

2026 2025
Governmental Business-Type Governmental Business-Type
Activities Activities Total Activities Activities Total

Current and Other Assets $ 16,459,032 $ 2,636,051 § 19,095,083 $ 14,699,168 $ 2482319 § 17,181,487
Capital Assets 24,216,790 5,833,324 30.050.114 23.917.031 5,997,797 29,914,828

Total Assets 40,675,822 8.469.375 49,145,197 38,616,199 8.480,116 47.096,315
Long-term Liabilities 1,689,355 337,544 2,026,899 2,080,618 482,544 2,563,162
Other Liabilities 123423 133.656 257.079 24,174 135,029 159,029

Total Liabilities 1.812,778 471,200 2,238,978 2,104,792 617573 2,722,365
Deferred Inflow of Recourses - 140,959 140,959 - 239.230 239,230
Net Position:
Invested in Capital Assets 22,527,435 5,475,757 28,003,192 21,836,413 5,499,277 27,335,690
Restricted 14,590,116 2,381,459 16,971,575 12,556,863 2,124,036 14,680,899
Unrestricted 1,745,493 - 1,745,493 2,118,131 - 2,118,131

Total Net Position $ 38,863,044 $ 7857216 §_46.720.260 $ 36,511,407 $ 7623313 § 44134720




Changes in Net Position

The Township’s total revenues were $9,461,509 in the current year compared to $10,773,442 in the prior year, which represents a decrease of
$1,311,933, In the current year, 17% of total revenues come from charges for services, primarily from sewer and water utility charges.
Approximately 67% of the total revenues come from property taxes, and 7% comes from state shared revenue.

The total cost of Township functions, covering a wide range of services, totaled $6,875,969 in the current year compared to total costs of $5,421,934
in the prior year. This represents an increase of $1,454,035. In the current year, approximately 16% of the Township’s costs relate to the provision of
utility services, Public safety and general government costs account for 51% and 24% of the township’s total costs, respectively,

2026 2025
Governmental Business-Type Governmental Business-Type
Activities Activities Total Activities Activities Total

Program Revenues
Charges for Services 5 385,539 § 1,206,198 $ 1,591,737 $ 362,359  § 1,275,102 § 1,637461

Operating Grants and
Contributions 209,994 - 209,994 155,133 - 155,133
Capital Grants and
Contributions - - - 525,293 - 525,293
General Revenues
Property Taxes 6,348,837 - 6,348,837 6,084,526 - 6,084,526
State Shared Revenues 647,585 - 647,585 648,717 - 648,717
Unrestricted Investments
Earnings 475,430 82,908 558,338 478,636 97,950 576,586
Misceltaneous 63,018 42,000 105,018 1,137.726 8.000 1,145,726
Total Revenues 8.130.403 1,331,106 9,461,509 9,392,390 1,381.052 10,773,442
Program Expenses
Legislative 403,948 - 403,948 241,986 - 241,986
General Governiment 1,246,018 - 1,246,018 1,133,117 - 1,133,117
Public Safety 3,531,660 - 3,531,660 2,650,490 - 2,650,490
Public Works 117,631 1,097,203 1,214,834 121,112 910,718 1,031,830
Recreation and Cultural 333,430 - 333,430 284,200 - 284,200
Interest on Loung-term
Debt 146.079 - 146,079 80.311 - 80,311
Total Expenses 5,778,766 1,097,203 6.875.969 4,511.216 910,718 5,421,934
Change in Net Position 2,351,637 233,903 2,585,540 4,881,174 470,334 5,351,508
Net Position — Beginning of Year 36.511.407 7,623,313 44,134,720 31.630.233 7,152,979 38,783,212

Net Position — End of Year $ 38863044 § 7.857.216 $_46,720,260 § 36511407 § 7623313 § 44134720

Business-type activities: Business-type activities increased the Township’s net position by $233,903 in the current year compared to a $470,334
increase the prior year. The net change was lower in the current year because revenues decreased by $68,904 while expenses increased by $186,485,
Revenues declined in the current year due to a $329,458 decrease in capital contributions, as subseguential utility connections eccurred in the prior
year, The increase in expenses primarily relates to higher operating and maintenance costs of the utility systems.

Financial Analysis of the Township’s Funds
As noted earlier, the Township used fund accounting to ensure and demonstrate compliance with finance-related legal requirements.
Governmental funds: The focus of the Township’s governmental funds is to provide information on near-term inflows, outflows, and balances of

spendable resources. Such information is useful in assessing the Township’s financing requirements. In particular, unassigned fund balance may
serve as a useful measure of a Township's net resources available for spending at the end of the fiscal year.



As of the end of the current fiscal year, the Township’s governmental funds reported combined ending fund balances of $16,335,609, an increase of
$1,660,615 in comparison with the prior year.

Approximately 9% of the total amount, $1,427,846, constitutes unassigned fund balance, which is available for spending at the Township’s
discretion. The remainder of fund balance is restricted to indicate that it is not available for new spending because it has already been committed for a
variety of other restricted purposes,

The general fund is the chief operating fund of the Township, At the end of the current fiscal year, unassigned fund balance of the general fund was
$1,427,846 and the total fund balance was $1,427,846, The fund balance of the Township’s general fund decreased by $289,480 during the current
fiscal year.

The Fire and Rescue Fund, a special revenue fund, experienced a decrease in fund balance of $527,203 and had a fund balance of $3,259,308 at the
end of the year. Revenues of $3,111,575 were less than expenditures of $3,638,778 during the current year.

The Purchase of Development Rights Fund, a debt service fund, experienced an increase in fund balance of $2,168,214 and had a fund balance of
$8,505,020 at the end of the year, which is restricted for the retirement of debt that was issued to finance the purchase of development rights.
Revenues of $2,367,016 exceeded debt service expenditures of $198,802 during the current year,

Details of the Township’s General Fund are contained in the Statement of Revenues, Expenditures and Changes in Fund Balance on page 14.

The Sewer Fund generated operating income of § (73,813) as sewer rates wete set to cover all operating costs, including the cost of depreciation of
the wastewater treatment infrastructure, which amounted to $307,637. The fund’s net position decreased by $58,569. Total net position was
$2,540,587.

The Water Fund generated operating income of $259,814 because water rates were set to cover all operating costs, including the cost of depreciation
of the Wastewater Treatment infrastructure, which amounted to $341,794. The fund’s net position increased by $276,043. Total net position was
$3,772,129.

The Tower Fund generated operating incomie of $103,045 as per lease contract and exceeded operating costs, including the cost of depreciation and
transfers out which amounted to a total of $213,467. The funds Net Position decreased by $69,653. Total net position was $1,004,959,

Proprietary funds: The Township’s proprietary funds provide the same type of information found in the government-wide financial staternents, but in
more detail,

Enterprise Funds at the end of the year amounted to $7,857,216, The total increase in net position was $233,903, Other factors concerning the
finances of the fund have already been addressed in the discussion of the Township’s business-type activities.

General Fund Budgetary Highlights

The township adopts an annual appropriated budget for its general fund, special revenue funds, debt service funds, and capital projects funds. The
Township receives financials at their monthly board mestings. Budget amendments are voted and approved at these monthly meetings, if necessary.,
General fund revenues exceeded the budget by $166,388, Expenditures were fess than the budget by $73,826.

Capital Asset and Debt Administration

Capital assets: The Township’s investment in capital assets for its governmental and business type activities as of March 31, 2026, amounts to
$30,050,114 (net of accumulated depreciation), This investment in capital assets includes; (land, purchase of development rights, building and
improvements, sewer and water systems, machinery and equipment, park facilities, etc), The Township’s investment in capital assets for the current

fiscal year increased by $135,286.

Cash Assets: At the end of the current fiscal year, the Township had $18,315,567 in cash and other spendable assets, The Township is limited by
State law in how it can invest these funds, and we have made no changes in our investment strategy in several years,

Details of the Township’s capital assets are contained in the notes to the financial statements on page 27 and 28,

Long-term debi: At the end of the current fiscal year, the Township had total bonded and installment debt outstanding of $2,026,899, This debt is
backed by the full faith and credit of the government,

Additional information on the Township’s long-term debt can be found in the notes on page 29,



Pension Plan

The Township participates in a defined contribution pension plan through John Hancock Life Insurance, The Township makes contributions on a
graduated schedule based on each employee’s wage, This is an expensed item in the budget and totaled $277,247 for the fiscal year.

Economic Factors and Next Years Budgets

On November 8, 2022, township residents veted to renew and increase the police millage not to exceed 0,500 mils for the years 2022 through 2026,
For the 2023-2026 budget year, the police millage is set at 0.2300.

The fire millage is set at 2.600 mills for the 2025-2026 budget year.

We continue to anticipate a decrease in state reverue share due to a reduction in various state-wide revenue generating functions and the potential
reduction hy State Senate and House bills.

The township is involved in an ongoing lawsuit, filed October 2020 by the Wineries of Old Mission Peninsula (WOMP) against Peninsula Township
alleging that certain sections of the township ordinance are unconstitutional and claiming monetary damages. In July 2025 the U.S, District Court for
the Western District of Michigan awarded WOMP in excess of $49 million. The township hoard has elected to appeal that decision in the United
States Coust of Appeals for the Sixth Circuit. Execution of the judgment has been stayed pending appeal, Additional information regarding the
litigation and its financial statement treatment is included in Note 16 to financial statements,

On August 2, 2022, Township residents overwhelmingly voted to renew the Purchase of Development Rights (PRD)} millage for another 20 years.
This means that additional development rights of farmland in the township will now be acquired. To date 5,222 of the 9,861 acres in the farmland
preservation zone are under permanent preservation easements that prevent residential and commercial development,

New fire engine (replacing Engine # 2) 2026 Spartan Side Mount Pumper costing approximately $900,000 was delivered in 2026.

After enormous fundraising efforts and allocation by the township board of ARPA funds, a sustainable elevated boardwalk has been contracted for
construction at the popular, township cwned Pelizzari Natural Area in eatly 2026 at a cost of $354,108.

Requests for Information

This financial report is designed to provide a general overview of Peninsula Township’s finances for all those with an interest in the Township’s
finances, Questions concerning any of the information provided in this report or requests for additional finaneial information should be addressed to
the Supervisor, Treasurer, or Clerk of Peninsula Township, 13235 Center Road, Traverse City, Michigan 49686 or you may phone us at
231-223.7322.
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Assets

Current Assets:
Cash and Cash Eguivalents
Accounts Receivable
Special Assessments Receivable
Inventories
Prepaid Ttems
Due from Other Units
Due from Other Funds

Total Current Assets

Noncurrent Assets:
Special Assessments Receivable (long-term)
Leases Receivable
Non Depreciable Capital Assets
Depreciable Capital Assets (net)

Total Noncurrent Assets
Total Assets
Liabilities

Accounts Payable and Accrued Expenses
Due to Other Funds
Unearned Revenue
Long-terim Liabilities, Net of Discounts:
Due Within One Year
Due in More Than One Year

Total Liabilities
Deferred Inflow of Resources

Leases
Total Deferred Inflow of Resources

Net Position

Net Investment in Capital Assets
Restricted For:

Public Safety

Public Works

Debi Service

Recreation and Culture
Unrestricted

Total Net Position

Peninsula Township
Statement of Net Position

March 31, 2026

The Accompanying Notes Are an [ntegral Part of These Financial Statements,

11

Governmental  Business-type

Activities Activities Total
$ 15588786 $ 2,326,781 § 18,315,567
296,273 51,977 348,250
- 28,332 28,332
2,790 252 3,042
143,382 - 143,382
27.801 82,383 110,184
16,459.032 2,489,725 18,948,757
- 5,367 5,367
- 140,959 140,959
20,308,510 - 20,308,510
3.908.280 5.833.324 9,741,604
24,216,790 5.979.650 30,196,440
40,675,822 8.469.375 49,145,197
122,173 26,273 148,440
1,250 107,383 108,633
230,019 150,000 380,019
1,459,336 187,544 1,646,880
1,812,778 471,200 2,283,978
- 140,959 140,959
- 140,959 140,959
22,527,435 5,475,757 28,003,192
3,910,441 - 3,910,441
1,600,843 2,381,459 3,982,302
8,505,020 - 8,505,020
573,812 - 573,812
1,745,493 - 1.745.493
38,863,044 7.857216 46,720,260



Peninsula Township
Statement of Activities
March 31, 2026

Net (Expenses) Revenues

Program Revenues and Changes in Net Pogition
Feesand  Operating Capital
Charges For Grants & Grants & Governmental Business-type
Functions/Programs Expenses Services Contributions Contributions _Activities Activities Total
Governmental Activities:
Legislative $ 403,948 § - $ - % - § (403548) % - § (403,948)
General Government 1,246,018 227,558 189,000 - (829,460) - (829,460)
Public Safety 3,531,660 157,981 - - (3,373,679) - (3,373,679
Public Works 117,631 - 20,994 - (96,637) - (96,637)
Recreation and Cultural 333,430 - - - (333,430) - (333,430)
Interest on Long-term Debt 146.079 - - - (146.079) - (146.079)
Total Governmental Activities 5,778,766 385,539 209.994 - (5,183,233) - (5.183.233)
Business-type Activities:
Water Fund 350,269 601,608 - - - 251,339 251,339
Sewer Fund 307,637 233,824 - - - {73,813) (73,813)
Other Enterprise Funds 439.297 370,766 - - - (68,531) {68.531)
Total Business-type Activities 1,097.203 1,206,198 - - - 108,995 108,995
Total $6.875969 § 1,591,737 $ 209994 § - (5,183.233) 108,995 (5,074,238
General Revenues:
Taxes 6,348,837 - 6,348,837
State Shared Revenues 647,585 . 647,585
Investment Earnings 475,430 82,908 558,338
Miscellaneous 63,018 42,000 105,018
Total General Revenues 7.534.870 124,508 7.659.778
Change in Net Position 2,351,637 233,903 2,585,540
Net Position — Beginning 36,511,407 7,623,313 44,134,720
Net Position — Ending § 38863044 § 7857216 § 46,720,260

The Accompanying Notes Are an Integral Part of These Financial Statements.
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Assets

Cash and Cash Equivalents
Taxes Receivable
Accounts Receivable
Prepaid Ttems

Due from State

Due from Funds

Total

Liabilities and Fund Equity
Liabiiities:
Accounts Payable and Other Accruals
Due to Other Funds
Deferred Revenue
Total
Fund Balances:
Fund Balance — Restricted
Fund Balance -- Committed
Fund Balance — Unassigned

Total

Total Liabilities and Fund Equity

Peninsula Township
Balance Sheet
Governmental Funds
March 31, 2026

Special Revenue

Purchase of Other Total
Development  Governmental Governmental
General Eire Rights Fund Funds Funds
§ 1,278,026  § 3,144276 § 8,449816 $3,116,668 8 15,988,786
26,204 112,877 85,204 10,199 234,484
9,146 - - 52,643 61,789
1,063 1,681 - 46 2,790
143,382 - - - 143,382
- 2.801 - 25,000 27.801
$ 1457821 § 3261635 § 8535020 $ 3,204,556 16,459,032
$ 28,798 % 2,327 § 30,000 § 61,048 122,173
1,177 - - 73 1,250
29,975 2,327 30,000 61,121 123,423
- 3,259,308 8,505,020 1,460,384 13,224,712
- - - 1,683,051 1,683,051
1,427,846 - - - 1,427.846
1,427,846 3,259,308 8,505,020 3,143,435 16,335,609
§ 1457821 % 3261635 § 8535020 $3.204556 § 16.459.032

Reconciliztion of the Balance Sheet to the Statement of Net Position:

Total fond Balance - Total Governmental Funds

Amounts reported for governmental activities on the statement of net position are different because;
Capital and intangible assets used in governmental activities ate not financial tesources and therefore

are not reported in the funds,

Long-term Habilities do not use current financial resources and therefore are not reported in the funds,

Net position of governmental activities.

The Accompanying Notes Are an Infegral Part of These Firancial Statements.
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24,216,790
" __(1.689,355}
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Revenues

Taxes

Licenses and Permits
State Grants

Charges for Services
Interest and Rents
Other

Total

Expenditures
Legislative

General Government
Public Safety

Public Works
Recreation and Culture
Capital QOutlay

Debt Service

Total

Excess Revenues {Expenditures)
Other Financing Sources (Uses)

Operating Transfers In
Operating Transfers (Out)

Total

Excess Revenues (Fxpenditures) and
Other Financing Sources {UJses)

Fund Balance — Beginning of Year

Fund Balance — End of Year

Peninsula Township

Governmental Funds
For the Year Ended March 31, 2026

Special Revenye

Statement of Revenues, Expenditures and Changes in Fund Balances

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances to statement of Activities:
Net Changes in Fund Balances — Total Governmental Funds

Governmental funds report capital outlays as expenditures. However, in the staterent of activities
the cost of those assets is allocated over their estimated useful lives and reported as depreciation expense,

Add — assets acquired
Deduct — provision for depreciation

Borrowing of long-term debt is reported ag an other financing source in the governmental funds, but increases long-term liabilities
In the statement of net position. This is the amount of borrowing during the period,

Repayment of note principal is an expenditure in the governmental funds, but the repayment reduces

long-term liabilities in the statement of net position. This is the amount of repayment during the period.

Change in net position of governmental activities.

Purchase of Other Total
Development  Governmental Governmental
General Fire Rights Fund Funds Funds
$ 1,030,697 § 2,842,054 § 2,131,734 $ 344,352 $ 6,348,837
- 39,173 - - - 50,173
650,629 - - 20,994 671,623
23,629 157,981 - 144,756 326,366
52,012 93,765 235,282 95,021 476,080
2.234 17,775 - 39,315 59,324
1.818,374 3,111,575 2,367.016 644.438 7.941.403
403,948 - - - 403,948
1,016,546 - 198,802 - 1,215,348
341,403 2,249,753 - 251,395 2,842,551
- - - 49,578 48,578
- - - 290,816 290,816
7,193 393,321 - 180,687 581,201
- 695,704 - 90,642 1,086,346
1,769,690 3.638.778 198,802 863,118 6.469.788
49,284 {527.203) 2,168,214 (218.680) 1,471,615
250,000 - - 733,764 983,764
(388.764) - - {206.000) (794.764)
{338,764) - - 527764 189,000
(289,480) (527,203) 2,168,214 309,084 1,660,615
1,717,326 3.786.511 6.336.806 2,834,351 14.674.994
$ 1427846 $ 3,259.308 $ 8,505,020 $3,143 435 $16.335.609
1,660,615
581,201
(281,442)
(549,004)
940,267
2,351,63

The Accompanying Notes Are an Integral Part of These Financial Statements,
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Assets

Current Assets;
Cash and Cash Equivalents
Accounts Receivable
Inventories
Prepaid Items
Due from Other Funds

Total Current Assets
Non-Current Assets:
Special Assessments Receivable (long-term)
Leases Receivable
Depreciable Capital Assets (net)
Total Noncurrent Assets
Total Assets
Liabilities
Current Liabilities:
Accounts Payable and Accrued Expenses
Due to Other Funds
Long-term Liabilities, Net of Discounts:
Due Within One Year
Total Current Libilities

Noncurrent Liabilities:
Due in More Than One Year

Total Noncurrent Iiabilities
Total Liabilities
Deferred Inflow of Resources

Leases
Total Deferred Inflow of Resources

Net Position
Net Investment in Capital Assets
Restricted

Total Net Position

Peninsula Township
Statement of Net Position
Proprietary Funds
March 31, 2026

Business-type Activities — Enterprise Funds

Other Total
Enterprise Enterprise

Water Fund Sewer Fund Towet Fund Funds Funds
$ 788,633 % 412,730 % 858,673 3 266,745 § 2,326,781
32,029 19,471 - 477 51,977
- “ - 28,332 28,332
- - 101 151 252
“ 56,993 25.000 390 82.383
820,662 489,194 883,774 296,095 2.489.725
5,367 - - “ 5,367
- - 140,959 - 140,959
3,381,802 2,061,243 121,185 269,094 5,833,324
3,387,169 2,061,243 262.144 269,094 5,979,650
4,207,831 2.550437 1145918 365,189 8.469.375
16,165 9,850 - 258 26,273
81,993 - - 25,390 107,383
150,000 - - - 150,000
248,158 9.850 25,643 283 656
187,544 - - - 187,544
187.544 - - - 187,544
435,702 9,850 - 25,648 471,200
- - 14,959 - 140,959
- - 140,959 - 140.959
3,049,625 2,061,243 121,185 243,704 5,475,757
722,504 479,344 883.774 295,837 2,381,459
§ 3772129 § 2540587 § 1004959 § 539541 § 7.857.216

The Accompanying Notes Are an Integral Part of These Financial Statements.
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Operating Revenues

Charges for Services
Rental Income

Total Operating Revenues

Operating Fxpenses

Contracted Services
Depreciation and Amortization

Total Operating Expenses
Operating Income (Loss)

Non Operating Revenue (Expenses)

Interest [ncome
Interest Expense

Net Non Operating Revenues (Expenses)
Income before Contributions and Transfers
Transfers In

Transfers (Out)

Change in Net Position

Net Position at Beginning of Year

Net Position at End of Year

Peninsula Township

Statement of Revenues, Expenses and Changes in Net Position

Proprietary Funds
For the Year Ended March 31, 2026

Business-type Activities — Enterprise Funds

Other Total
Tower Enterprise Enterprise

Water Fund Sewer Fund Funds Funds Funds
$ 601,608 § 233,824 3 6,570 $ 260,254 $1,102,256
- - 103,942 - 103.942
601,608 233.824 110,512 260,254 1,206,198
233,187 207,859 6,927 181,806 629,779
108.607 99,778 540 19,024 227,949
341,794 307.637 7.467 200,830 857,728
259.814 (73.813) 103.045 59424 348,470
24,704 15,244 33,302 9,658 82,908
(8,475) - - - (8.475)
16,229 15,244 33,302 9,658 74433
276,043 (58,569) 136,347 69,082 422,903
- - - 42,000 42,000
- - (206.000) (25.000) {231,000}
276,043 (58,569) (69,653) 86,082 233,903
3,496,086 2,599,156 1,074,612 453,459 7,623,313
§ 3772129 § 2540587 § 1004959 $__ 539,541 $ 7,857,216

The Accompanying Notes Are an Integral Part of These Financial Statements.
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Operating Activitieg

Collections of Charges for Services
Collections of Special Assessments
Collections of Rental [ncome
Collections of Interest

Deduct Expenses Using Cash and Cash Equivalents

Net Cash Flow from Operating Activities

Capital Financing Activities

Acquisition of Capital Assets
Principal Payments

Non Capital Financing Activities
Transfers In {Out)

Net.Cash Flow Provided by (Used)
by Financing Activities

Net Increase (Decrease) in Cash

Balance of Cash — Beginning of Year

Balance of Cash -- End of Year

Reconciliation of operating income (loss) to net cash

Provided by (used in) operating activities:

Net Income (Loss)

Add Depreciation and Amortization
Decrease (Increase) in Receivables
Decrease (Increase) in Prepaids
Increase (Decrease) in Payables

Net cash provided by (used in) Operating Activities

Peninsula Township
Statement of Cash Flows
Proprietary Funds
For the Year Ended March 31, 2026

Business-tvpe Activities -- Enterprise Funds

Other Total
Tower Enterprise Enterprise
Water Fund Sewer Fund Funds Funds Funds

$ 601,608 § 233,824 § 6,570 $ 260,254 $ 1,102,256

103,942 103,942

24,704 15,244 33,302 9,658 82,908
(234,683} (203,410) (6.941) (182,247) (627.281)
391.629 45,658 136,873 87.665 661,825

- - - (63,478) (63,478)
(145,000) - - - (145,000)
- - (206.000) 17.000 (189,000)
(145.000) - (206,000 (46.478) (397.478)
246,629 45,658 (69,127) 41,187 264,347
542.004 367,072 927,800 225,558 2,062,434

S5 788633 § 412730 § 858,673 $ 266,745 $2,326,781

$ 276,043 $ (58569) § 136347 § 69,082 $ 422,903

108,607 99,778 540 19,024 227,949
8,791 4,449 - (867) 12,373

- - (14) (14) (28)
(1.812) - - 440 (1.372)

§ 391639 § 45658 § 136,873 $__ 87,665 $§ 661,825

The Notes to the Basic Financial Statements are an integral part of this statement.
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Assels

Cash and Investments
Due from Other Funds

Total Assets

Liabilities

Due to Other Governments
Due to Other Funds

Total Liabilities

Restricted for:
Individuals and Organizations
Cther Governments

Total Net Position

See Accompanying Independent Auditor’s Report and Notes to Basic Financial Statements

Peninsula Township

Statement of Fiduciary Net Position

March 31, 2026

Custodial Funds
Trust and Tax
Agency Account

$ 366,101 $ 325421
146 -
366,247 325421
364,550 325421
1,697 -
366,247 325421
$ - $ “
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Peninsula Township .
Statement of Changes in Fiduciary Net Position
Year Ended March 31, 2026

Custodial Funds
Trust and Tax

Additions Agency Account

Deposits Collected $ 65758 % -

Property Taxes Collected for Other Governments - 35928441

Total Additions 635,758 35,928,441
Deductions

Deposits Distributed 63,758 -

Property Taxes Distributed to Other Governments - 35928441

Total Deductions 65,758 35.928.441
Net Increase in Fiduciary Net Position : - -
Net Position — Beginning - -
Net Position — Ending $ - % -

The Accompanying Notes Are an Integral Part of These Financial Statements.
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Peninsula Township
Notes to Financial Statements
March 31, 2026

NOTE1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Peninsula Township (the “Township™), conform to generally accepted accounting principles as applicable to
governmental units. The following is a summary of the significant policies:

A, Financial Reporting Entity

Peninsula Township is a general law township located in Grand Traverse County, Michigan. Population as of the 2020 census was
6,093, and the current state equalized valuation and taxable valuation of the year of audit was $1,740,399,500 and $1,040,322,413,
respectively.

The Township’s basic financial statements include the accounts of all Township operations. The criteria for including organizations
within the Township’s reporting entity, as set forth in GASB No. 61, “The Financial Reporting Entity” includes oversight
responsibility, fiscal dependency and whether the financial statements would be misleading if data were not included.

Based on the above criteria, there are no other organizations included in these financial statements.

Sewer and Water Svstem Operations

The Township entered into a master sewer agreement effective July 1, 1987 through June 30, 2041 with the City of Traverse City,
the Townships of Acme and Garfield in Grand Traverse County, with the Township of Elmwood in Leelanau County, and Grand
Traverse County. This master sewer agreement defines the allocation of costs and establishes certain rights and responsibilities with
respect to the wastewater treatment plant and sewer system, Grand Traverse County is the owner of the treatment plant and the City

" of Traverse City is the owner of all multi-user facilities. The townships kave the option to purchase the facility when certain bonds
issued by Grand Traverse County are retired, '

The City of Traverse City is the exclusive manager of the plant for the benefit to itself and ihe townships. As the exclusive manager,
the City of Traverse City has the obligation to fully inform and advice townships as to the treatment plant’s operation and the
townships shall have the right to comment on all matters connected with the administration of the plant.

Further information can be found in note 12,
B. Government-wide and Fund Financial Statements

The govemment-wide financial statements (i.c., the statement of net position and the statement of activities) report information on
all of the nen fiduciary activities of the primary government and its component units. For the most part, the effect of interfund
activity has been removed from thege statements, Excepilons to this general rule are chatges between enterprise functions and other
various functions of the government, Elimination of these charges would distort the direct costs and program revenues reported for
the various functions concerned. Governmental activities, which normally are supported by taxes and intergovernmental revenues,
are reported sepdrately from business-fype activities, which rely to a significant extent on fees and charges for support,

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment is offset by program
revenues, Direct expenses are those that are clearly identiftable with a specific function or segment. Program revenues include 1)
charges to customers or applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a given
function ot segment and 2} grants and contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among program revenues are reported instead as
general revenyes, '

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even though the latter are
excluded from the government-wide financial statements. Major individual governmental funds and major individual enterprise
funds are reported as separate columns in the fund financial statements.

C. Measurement Focus, Bagis of Accounting, and Financial Statement Presentation
The government-wide financial statements are repotted using the economic resources measurement focus and the accrual basis of

accounting, as are the proprictary fund and fiduciary fund financial statements, except for fiduciary funds which do not have a
measurement focus, Revenues are recorded when earned and expenses are recorded when liability is incurred, regardless of the
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NOTE 1 -

Peninsula Township
Notes to Financial Statements
March 31, 2026

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

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

timing of related cash flows. Property taxes are recognized as revenues in the year for which they are levied. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and the modified
accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available, Revenues are considered
to be available when they are collectible within the current peried or soon enough thereafter to pay liabilities of the current period,
For this purpose, the government considers revenues to be available if they are collected within 60 days of the end of the current
fiscal period, except for state shared revenue, reimbursement-based grants, and interest which use a one year collection period,
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt service expenditures,
as well as expenditures related to compensated ebsences and claims and judgments, are recorded only when payment is due,
Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all considered to be susceptible to
accrual and so have been recognized as revenues of the current fiscal period. All other revenue items are considered to be
measurable and available only when cash is received by the Township.

Proprietary funds distinguish operating revenues and expenses from nonoperating items, Operating revenues and expenses generally
result from providing services and producing and delivering goods in connection with a proprietary fund’s principal ongoing
operations, The principal operating revenues of the enterprise fund are charges for services, Operating expenses for the enterprise
funds include depreciation or amortization on capital assets, labor, supplies and contracted services. All revenues and expenses not
meeting this definition are reported as nonoperating revenues and expenses,

The Township reports the following major governmental funds;

The General Fund is the general operating fund of the Township. It is used to account for all financial resources, except those
required to be accounted for in another fund.

The Fire Fund, a special revenue fund, accounts for all financial resources used by the Township to operate and
maintain the fire departments that serve the Township. Revenues are primarily derived from property taxes.

The Purchase of Development Rights Fund, a debt service fund, accounts for ali financial resources used for the retirement of
debt related to the purchase of development rights in the Township. Revenues are primarily derived from property taxes.

The Township reports the following major proprietary funds:

The Sewer Enterprise Fund is used to account for the operations of the Township’s Wastewater Department that provides sewer
services on a user charge basis.

The Water Fund is used to account for the operations of the Township’s water mains and pumping facilities,
The Tower Fund is used to account for the operations and rent of the Township owned tower,
Additionally, the Township reports the folfowing fund type:

The Fiduciary Fund is used to account for the collection and disbursement of funds that are collected on behalf of the
Township and outside governments or other parties.

The Current Tax Collection Fund is used to account for the collection and disbursement of property taxes and special assessments
that are collected on behalf of the Township and outside governments or other parties,
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NOTE 1 -

Peninsula Township
Notes to Financial Statements
March 31, 2026

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Asseis, Liabilities and Nei Position ot Equity

Deposits and Investments

The government’s cash and cash squivalents are considered to be cash ot hand, demand deposits and short-term investments with
original maturities of three months or less from the date of acquisition.

State statutes authorize the government to deposit in the accounts of federally insured banks, credit unions, and savings and loan
associations, and to invest in obligations of the U.8. Treasury, certain commetcial paper, repurchase agreements, banker’
acceptances, and mutual funds composed of otherwise legal investments,

Investments are reported at fair value based on quoted market prices. Fair value is the amount at which a financial instrument could
be exchanged in a current transaction between willing parties.

Receivables and Payables

All receivables and payables are reported at their gross value and, where appropriate, are reduced by the estimated portion that is
expected o be uncollectible.

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of the figcal year are
referred to as either “due to/from other funds™ (e.g., the current portion of interfund loans) or “advances to/from other funds” (e.g.,
the non-current portion of interfund loans). All other outstanding balances between funds are reported as “due to/from other funds®.
Any residual balances outstanding between the governmental activitics and business-type activities are reported in the government-
wide financial statements as “internal balances”.

Capital Assets

Capital assets, which include property, plant, equipment and water and sewer systems, are reported in the applicabie governmental
or business-type activities columns in the government-wide financial statements. Capital assets are defined by the government as
assets with an initial, individual cost of $1,000 to $5,000 and an estimated useful life in excess of one year. Such assets are recorded
at historical cost or estimated historical cost if purchased or constructed. Donated capital asscts are recorded at estimated fair value
at the date of donation.

The costs of notmal maintenarce and repairs that do not add to the value of the asset or materially extend assets lives are not
capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest incurred during the
construction phase of capital assets of business-type activities, if any, is included as part of the capitalized value of the assets
constructed. No such interest expense was incurred during the current fiseal year. Capital assets of the primary government are
depreciated using the straight line method over the following estimated useful lives:

Sewer and Water Systems 50— years
Land Improvements 20 - years
Buildings 40 - years
Building Improvements 25 — years
Towers 25 - years
Vehicles 10 ~ years
Office Furniture 10 - years
Equipment 5 - years
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NOTE ! -

Peninsula Township
Notes to Financial Statements
March 31, 2026

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Deferred Qutflow/Inflows of Resources

In addition to assets, the statement of net position and the governmental funds balance sheet, when applicable, will report a separate
section for deferred outflows of resources. This separate financial statement element represents a consumption of net position/fund
balance that applies to future period and so will not be recognized as an outflow of resources (expense/expenditurs) until then,
Currenitly, the Township does not have any items of this type that qualify as deferred outflows of resources.

In addition to liabilities, the statement of net position and the balance sheet, when applicable, will sometime report a separate
section for deferred inflows of resources. This separate financial statement element represents an acquisition of net position/fund
balance that applies to future period and so will not be recognized as an inflow of resources (revenue) until them,

Long-term Obligations

In the government-wide financial statements and proprietaxy fund types in the fand financial staterents, long-term debt and other
long-terim obligations are reported as liabilities in the applicable governmental activities, business-type activities, or proprietary
fund type statement of net position, Bond premiums and discounts, as well as issuance costs, are expressed as incurred. Bonds
payable are reported net of the applicable bond premium or discount,

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as bond issuance costs,
during the current period. The face amount of debt issued is reported as other financing sources. Premiums received on debt
issuances are reported as other financing sources while discounts on debt issuances are reported as other financing uses. Issuance
costs, whether or not withheld from the actual debt proceeds received, ate reported as debt service expenditures,

Prepaid Ttems

Certain payments to vendors reflect costs applicable to future accounting petiods and are recorded as prepaid items, if applicable,
Unearned Revenue

Unegarned revenue arises when resources are received by the Township beforo it has legal claim to them. In subsequent periods,
when revenue recognition criteria are met or when the government has a legal claim to the resources, revenue is recognized. The
Township does not have unearned revenue,

Net Pogition

Net positon represents the difference between assets and liabilities. The Township reports three categories of net position, as
follows: 1) Net investment in capital assets consists of net capital assets reduced by outstanding balances of any related debt
obligations attributable to the acquisition, construction, or improvement of those assets; 2) restricted net position is considered
restricted if its use is constrained to a particular purpose. Restrictions are imposed by external organizations, such as federal or state
laws or buyers of the Township’s debt. Restricted net position is reduced by liabilities related to the restricted assets; 3) Unrestricted
net position consists of &ll other net position that does not meet the definition of the above components and is available for general
use by the Township.

Net Position Flow Assumption

Sometimes the government will fund outlays for a particular purpose from both restricted {e.g., restricted hond or grant proceeds)
and unrestricted resources. In order to calculate the amounts to report as restricted — net position and unrestricted — net position in
the government-wide financial statements, a flow assumption must be made about the order in which the resources are considered to
be applied. It is the government’s policy to consider restricted — net position to have been depleted before unrestricted — net position
is applied.
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NOTE 1 -

Peninsula Township
Notes to Financial Satements
March 31, 2026

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

Fund Balance Flow Assumption

Sometimes the government will fund outlays for a particular purpose from both restricted and unrestricted resources (the total of
committed, assigned, and unassigned fund balance). In order to calculate the amounts to report as restricted, committed, assigned,
and unassigned fund balance in the governmental fund financial statements a flow assumption must be made about the order in
which the resources are considered to be applied. It is the government’s policy to consider restricted fund balance to have been
depleted before using any of the components of unrestricted fund balance, Further, when the components of unrestricted fund
balance can be used for the same purpose, committed fund balance is depleted first, followed by assigned fund balance. Unassigned
fund balance is applied last.

Fund Equity

Fund balances of the govermmental funds are clagsified as follows:

Nonspendable — amounts that cannot be spent either because they are in nonspendable form or because they are legally or
contractually required to be maintained intact.

Restricted — amounts that can be spent only for specific purposes beeause of constitutional provisions or enabling legislation or
because of constraints that are externally imposed by creditors, grantors, contributors, or the laws or regulations of other
governments,

Commitied — amounts that can be used only for specific purposes determined by a formal action of the Township Board, The
Township Beard is the highest level of decision-making authority for the Township, Commitments may be established, modified,
or rescinded only through ordinances or resolutions approved by the Township Board.

Assigned — amounts that do not meet the criteria to be classified as restricted or committed but that are intended to be used for
specific purposes. All such assignments can be made only with unanimous approval of all committed members,

As of March 31, 2026, fund balances are composed of the following:

Purchase of Other Total
General Fire Development  Governmental  Covernmental
Fund . Fund Rights Fund Funds Funds
Restricted $ - $ 3259308 § 8,505,020 $ 1,460,384 $13,224,712
Committed - - - 1,683,051 1,683,051
Unassigned 1,427 846 - - - 1,427,846
Total Fund Balances $ 1427846 & 3259308 $ 8.505,020 $3.143435 $16,335,609

When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance is available, the Township
considers restricted funds to have been spent first. When an expenditure {s incurred for which committed, assigned, or unassigned
fund balances are available, the Township considers amounts to have been spent first out of committed funds, then assigned funds,
and finally unassigned funds, as needed, unless the Township Board has provided otherwise in its commitment or assighment
actions.

Property Tax Revenue Recognition

Property taxes are levied each December 1 (lien date) on the taxable valuation of property as of the preceding December 31,
Property iaxes are considered delinquent on March 1 of the following year, at which time interest and penalties are assessed,
Although the Township’s 2025 ad valorem tax is levied and colleetible on December 1, 2025, it is the Township’s policy to
recognize revenue from that tax levy in the current year, when the proceeds are budgeted and made available for the financing of
operations.

24



NOTE 1 -

NOTE 2 -

NOTE 3 -

Peninsula Township
Notes to Financial Statements
March 31, 2026

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Use of Estimates

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

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgets and Budgetary Accounting

Comparisons to budget are presented for the General Fund and Special Revenue Funds, The operating budget is adopted by activity
for the General Fund and by activity for the Special Revenue funds, Budgets for the General and Special Revenue funds are adopted
on & basis consistent with generally accepted accounting principles (GAAP). Any revisions that alter the total expenditures of any
fund must be approved by the Township Board. Budgeted amounts are as originally adopted, or as amended by the Township
Board.

Excess of Expenditures Over Appropriations
During the year ended March 31, 2026, the Township incurred expenditures in excess of amounts appropriated at the legal level of
budgetary control as follows:

Fund / Activity Final Budget Actual Excess
General Fund — Township Board/Legislative $275,326 $403,948 $128,622
General Fund — Executive Activities 126,059 130,308 4,449
General Fund — Board of Review 4,014 4,790 776
General Fund — Transfers Out 0 588,764 588,764
Purchase of Development Rights Fund 140,862 198,802, 57,940

These expenditures in excess of appropriations constitute budget variances under the Michigan Uniform Budgeting and Accounting
Act,

DEPQOSITS AND INVESTMENTS

The Township had $20,387,842 deposited with local financial institutions at March 31, 2026 with a carrving value of $19,007,089.
The Township has $16,616,023 invested in the Insured Cash Sweep accouats which are fully insured, Of the remaining balance and
interpreting the FDIC insurance coverage of $250,000 of demand deposits and $250,000 of time deposits per financial institution,
the Township had $3,271,819 of uninsured deposils at March 31, 2026. :

A reconciliation of cash and investments as shown in the basic financial statements to the Township’s deposits and investments is as
follows:

Carrying
Government-wide Financial Statement Captions; Amount
Cash and cash equivalents $ 18,315,567
Fiduciary Fund Financial Statement Captions:
Cash and cash equivalents 691,522
Total $_19.007,089
Deposits $ 19,006,207
Cash on hand _ 882
Total $ 19,007,089
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Peninsula Township
Notes to Financial Statements
March 31, 2026

NOTE 4 -FAIR MARKET VAT UE DISCLOSURE

Fair Market Value Disclosure. The township is required to disclose amounts within a framework established for measuring fair
value, That framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value.
The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measurements) and the lowest priotity to unobservable inputs (Level 3 measurements), The three levels of the fair value hierarchy
are described as follows:

Level 1: Quoted prices in active markets for identical securities,

Level 2: Prices determined using other significant observable inputs. Observable inputs are inputs that reflect the assumptions
market participants would use in pricing a security and are developed based on market data obtained from sources independant of
the reporting entity. These may include quoted prices from similar activities, interest rates, prepayment speeds, credit risk, and
others. Debt sccurities are valued in accordance with evaluated bid price supplied by the pricing service and generally categorized
as Level 2 in the hierarchy. Securities that are categorized as Level 2 in the hierarchy include, but are limited to, repurchase
agreements, U,$, government agency securities, corporate securities, and commercial paper.

Level 3: Prices determined using significant unobservable inputs. In situations where quoted prices or observable inputs are
unavailable or deemed less relevant (for example, when there is little or no market activity for an investment at the end of the
period), unobservable inputs may be used, Unobservable inputs reflect the reporting entity’s own assumptions about the factors
market participants would use in pricing the security and would be based on the best information available under the circumstances,
The assct or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of any input that is
significant to the fair value measurement. Valuation techniques used need to maximize the use of observable inputs and minimize
the use of unobservable inputs. There are two types of valuation techniques most commonly used and vary depending on the level
of investment. These two techniquss are the market approach and income approach, The market approach uses prices and other
relevant information generated by the market transactions involving identical or similar assets and liabilities, The income approach
discounts futire amounts to a single current amount and the discount rate used in the process should reflect current market
expectations about risks associated with those future cash flows,

The Township does not have any invesiments that are subject to fair value disclosure,

Act 20, Public Aects of 1943, as amended by Act 217, Public Acts of 1982, and Act 196, Public Acts of 1997, states that the
Towanship, by resolution, may authorize the Treasurer to invest surp lus funds as follows:

(1) Inbonds and other direct obligations of the Unifed States or an agency ot instrimentality of the United States,

(2) In certificates of deposit, savings accounts, deposit accounts, or depository receipts of a bank which is a member of the Federal
Deposit Insurance Corporation or a savings and loan association which is a member of the Federal Savings and Loan
Insurance Corporation ot a eredit union which is insured by the National Credit Union Administration, bug only if the bank,
savings and loan association, or credit union complies with subsection (2},

(3) In commercial paper rated et the time of purchase within the two highest classifications established by not less than two
standard rating services and which matures not more than 270 days after date of purchase.

{(4) Repurchase agreements consisting of instruments defined 1n (1) above.
(5) In bankers’ acceptances of United States Banls.

(6} Obligations of the State of Michigan or any of its'politicai subdivisions that at the time of purchase are rated as Investment
grade by not less than one standard rating service.

(1) Inmutual funds registered under the investment company Act of 1940 with the authority to purchase only investment vehicles
that are legal for direct investment by local units of government in Michigan.
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Peninsula Township
Notes to Financial Statements
March 31, 2026
NOTE 5 -

RECEIVABLES

Receivables in the primary government are as follows:

Government. Activities Business Activities
Accounts Receivable 3 61,789 $ 51,977
Taxes Receivable 234,484 -
& 296273 $ 51,977
NOTE 6 -CAPITAL ASSETS
Capital Assets
3/31/25 Additions Deletions 3/31/26
Governmentat Astivities:
Capital assets not being depreciated - Land $20.308510 8 . $ - $20.308,510
Capital assets being depreciated:
Buildings and Improvements 2,165,468 258,935 - 2,424,403
Vehicles and Equipment 3.913.988 322,264 4.236.252
Total capital assets being depreciated 6,079,456 581,199 - 6,660,653
Less Accumulated Depreciation;
Buildings and improvetments (452,901) (75,598) - (528,499)
Vehicles and Equipment (2.926,549) (139.517) (3.066,066)
Total accumulated depreciation (3.379.450) (215,115 (3.594.565)
Total capital assets being depreciated, net 2,700,006 366.084 - 3.066.090
Intangible Assets 1,455,678 - - 1,455,678
Less Accumulated Depreciation (547.161) {66,327) - (613.488)
Total intangible assets 908,517 {66.327) - 842,190
Governmental Activities
Capital Assets, Net 23917033 §__ 299757 ) . 4216
3/31/25 Additions _Deletions  __3/31/26
Business-type Activities: ‘
Capital assets not being depreciated - Land § 114590 8 - 8 - § 11459
Capital assets being depreciated:
Buildings and Improvements 625,231 63,478 - 638,709
Sewer and Water Systems 9,341,596 - - 9,341,596
Equipment 393,741 - - 393,741
Total capital assets being depreciated 10,360,568 63,478 - 10,424,046
Less Accumulated Depreciation
Buildings and Improvements (258,063) (27,9068) - (286,031)
Sewet and Water Systems (3,862,564) (186,519) - (4,049,083)
Equipment {(356,736) (13.462) - {370,198)
Total accumulated depreciation {4,477,363) (227.949) - {4.705.312)
Total business-type assets being depreciated, net 5.883.203 (164.471) 5.718.734
Business-type Activities Capital Assets, Net $ 5997795 §  (164471) & - $.5,833,324

Depreciation expense was charged to functions/programs of the government and business-type activities as follows:
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Peninsula Township
Notes to Financial Statements
March 31, 2026

NOTE 6 -CAPITAL ASSETS, CONTINUED

Governmental Activities: Business-typs Activities:
Compactor $ 2,110
General Government $ 30,670  Tower 540
Public Safety 140,105  Lighthouse 16,914
Recreation & Culture 42,614  Sewer 99,778
Public Works 68,033  Water 108,607
Total depreciation expense —~ Total depreciation expense -
governmertal activities $ 281442 business-type activities $ 227949

NOTE 7- INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

The composition of interfund receivables and payables as of March 31, 2026 is as follows:

Due From Due To

Fire $ 2,801  General Fund Cemetery $ 1177
Cable Council 25,000 Cemetery 73
Tower 25,000  Lighthouse 25,390
Lighthouse 390  Water Fund 81,993
Sewer Fund 56,993  Imprest Payroll 1,607

Imprest Payroll 146
116,330 § 110,330

Transfers In/Out consisted of:
Transfers Out Trangfers In

General Fund $ 588,764  General Fund $ 250,000
Building fund 206,000  Recreation 698,764
Lighthouse 25,000  Compactor Station 42,000
Tower Fund 206.000  Road Fund 25,000
Pelizzari Fund 10,000
1,025,764 $1,023764

NOTE § - LESSOR TOWER TENANT AGREEMENTS

The Township has entered into three agreements with corporations to lease space on the Township’s towers for communications
equipment, The terms of these agreements vaty as they range from monthly payments of $1,164 1o $4,272, include no annual increases to

" 3 percent annual increases, and have varying lengths. The leases are five year terms and are renewable for additional five-ygar terms. For
the year ended March 31, 2026, the Township recognized $73,462 in lease revenue and 525,345 in lease interest revenues and additional
fease revenues of $24,809 for monthly payments that exceeded the minimum annual guaranteed payment. Future minimum aniual
guaranteed payments due to the Township under the lease agreements are as follows for the years ending March 31:

Year Ended March Principal Interest
2027 89,322 18,603
2028 46,763 8,363
2029 4,874 947
Total 140,959 27.913
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Peninsula Township
Notes to Financial Statements
March 31, 2026

NOTE9- LONG-TERM DEBT

A summary of bond and contract transactions for the year ended March 31, 2026, as follows:

Governmental Activities

Balance Balance Due Within
3/31/25 Additions Reductions 3/31/26 Onge Year
2021 Ambulance $ 152735 % - 5 36,842 $ 115,893 $ 37,722
Fire Station #3 757,648 - 757,648 - -
2019 Fire Truck 214,958 - 50,220 164,738 52,497
2019 Tanker Truck 150,277 - 35,557 114,720 36,866
Special Assessment Bonds Series 2017A 565,000 - 40,000 523,000 35,000
Special Assessment Bonds Series 20178 240,000 - 20,000 220,000 20,000
2026 Fire Truck - 549,004 - 549,004 47,934
Total Governmental Activities $§ 2,080,618 3§ 540004 § 940,267 $1,689.355 $..230,019
Business Type Activities
Drinking Water 2008 Bond § 482544 § - $ 145000 $337.544 $ 150,000
$ 482544 § - % 145000 $ 337544 $ 150,000

Future debt service maturity payments at March 31, 2026 were as follows:

Governmental Activities Business-type Activities
March 31, Principal Interest Total Principal Interest Total
2027 $ 230,019 $ 62,922 § 292,941 $ 150,000 % 8,475 $ 158475
2028 247,495 63,373 310,868 150,000 4,725 154,725
2029 255,320 58,477 313,797 37,544 975 38,519
2030 116,961 48,902 165,863 - - -
2031 125,333 51,385 176,718 - - -
2032 - 2037 714,227 318,344 1,032,571 - - -
Total $ 1,639,355 $ 603403 5 2292758 $ 337544 14,1 $_ 351,719

NOTE 10 - OTHER INFORMATION

Property Taxes

Township property taxes are attached as an enforceable lien on property as of December 1. Taxes are levied December  and are due
without penalty on or before February 14. These tax bills include the Township’s own property taxes and taxes billed on behalf of Grand
Traverse County and the school districts within the Township boundaries.

Real property taxes not collected as of March [ are turned over to Grand Traverse County for collection, which advances the Township
100% for the delinquent taxes. Collection of delinquent personal property taxes remains the responsibility of the Township Treasurer.

Inventories
Other than the Lighthouse Gift Shop, Peninsula Township does not maintain a substantial inventory of supplies or materials, Purchases

are normally made as needed, and the items recorded as expenses when purchased, The Lighthouse Gift Shop’s inventories consist of
primarily promotional merchandise, and are valued at cost. Cost is determined on a first-in, first-out method.
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NOTE 11 -

NOTE 12 -

Peninsula Township
Notes to Financial Statements
March 31, 2026
PENSION PLANS

Defined Contribution Pension

The Township participates in a defined contribution pension plan for Michigan Township employees under contract with the John
Hancock Life Insurance Company. Listed below is a summary of the significant plan provisions adopted by Beard resolutions,

A. Eligibility Requirements
1. Attained age of 18,
2. All elected officials and full-time non-seasenal employees.

B. Contributiong
1. Effective April 4, 2025 the new Fire contract provides for all full time Fire employees to receive 15% of annual compensation
funded by the township. All remaining township employees receive 13% of annual compensation.
2. Contributions are paid on the compensation paid to each eligible employee for the plan year.
3. Township pays 100% of required annual contribution,
4.Eligible employees may make voluntary contributions through payroll withholdings in amounts ranging from one to ten percent
of compensation,

C. Vesting
1. Contributions are vested to the employee after 20 months of service at 100%

D. Plan Administration
1. The plan is administered by the Township Clerk.

During the audit year, the total contribution for the plan year was $277,247, Covered payroll for the year was $1,933,786 with total
payroll for all smployees of $2,113,407. The plan was funded at the required contribution amount,

JOINT VENTURE

The Township entered into a master sewer agreement effective July 1, 1987 through June 30, 2041 and supplemented July 1, 1993,
August 13, 1998, and March 31, 2002 with the additions of the City of Traverse Cisy, the Townships of Peninsula, East Bay, and Acme
in Grand Traverse County, the Township of Elmwood in Leelanau County and with Grand Traverse County. This master sewer
agreement defines the allocation of costs and establishes certain rights and responsibilities with respect to the Wastewater Treatment
Plant. Grand Traverse County is the owner of the Treatment Plant and the City of Traverse City is the owner of all the multi-user
facilities. Ownership of the Treatment Plant will revert to the City of Traverse City when certain bonds issuned by Grand Traverse
County are retired.

The City of Traverse City is the exclusive manager of the plant for the benefit of itself and the Townships, As the exclusive managsr,
the City of Traverse City has the obligation to fully inform and advise the Townships as to the Treatment Plant’s operations and the
Townships shall have the right to comment on all matters connected with the administration of the plant. Prior to June 30, the City of
Traverse City shall submit a proposed budget for the operations of the Treatment Plant for the year commencing July 1. The Townships
have thirty days in which to comment on the propesed budget.

Each of the parties of the agreement ig entitled to make use of a portion of the Treatment Plant’s capacity as follows:
p p P

Party Capacity Right

City of Traverse City 60.00%
Garfield Township 2546
East Bay Township 2,78
Eimwood Township 273
Acme Township 8.17
Peninsula Township __.B6
100%

Each participant in the foint venture pays an amount sufficient to cover their pro rata share of the treatment plant costs. Each
participant’s pro rata share is determined by their volume of sewage treated in relation to total sewage treated at the plant,
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NOTE 13 -

NOTE 14 -

NOTE 15 -

NOTE 16 -

Peninsula Township
Notes to Financial Statements
March 31, 2026

SEGMENT INFORMATION — ENTERPRISE FUND

The Township maintains two enterprise funds, one of which provides sewer services and the other water services. Segment information
for the year ended March 31, 2026 was as follows:
Sewer Fund Water Fund

Operating Revenues £ 233,824 § 601,608
Depreciation, Depletion and

Amortization Expense 99,778 108,607
Operating Income (73,813) 259,814
Net Income (58,569) 276,043
Net Working Capital 479,344 572,504
Total Assets 2,550,437 4,207,831
Total Equity 2,540,587 3,772,129

COMMITMENTS AND CONTINGENCIES

The Township is contingently liable in connection with bonds issued to construct and operate a waste water treatment septage plant in
Grand Traverse County, It currently appears that the facitity may begin to operate at a deficit, in which case the Township and other
guarantors would be required to fund the operating deficit, At the present time, it is not known whether such a deficit will oceur, but if
the Township is ultimately required to provide funding, it will be in the form of a loan with repayment provisions.

In addition, in the normal course of operations, the Township becomes a party to various claims and lawsuits. In the opinion of the legal

counsel and Township management, the ultimate resolution of such matters will not have a material effect on the financial position of
the Township.

RISK MANAGEMENT

The Township is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and omissions;
injuries to employees; and natural disasters. During the audit year the Township addressed these risks through the purchase of
commereial insurance through Municipal Underwriters of Michigan. There was no significant reduction of insurance coverage from
ptior years nor have the amounts of any settlements exceeded insurance coverage in any of the past three fiscal years.

LITIGATION

In October 2020, the Wineries of the Old Mission Peninsula Association and certain individual wineries filed litigation against Peninsula
Township in the United States District Court for the Western District of Michigan challenging certain provisions of the Township's
zoning ordinance. In July 2025, the District Court entered a judgment against the Township of approximately $49 million,

The Township appealed the judgment to the United States Court of Appeals for the Sixth Circuit, and the plaintiffs filed a cross-appeal.
Execytion of the judgment has been stayed pending completion of the appellate proceedings. Accordingly, the judgment remains of
record but is not presently enforceable, and no amount related fo the judgment is currently due or collectible from the Township, The
plaintiffs have also requested an award of attorney fees and costs related {o the litigation, the ultimate amount of which, if any, has not
heen determined.

The Township disputes the judgment and is pursuing its appeal on multiple grounds, including grounds that, if successful, could result in
reversal of the judgment or a reduction of the damages awarded, Based on its evaluation of the facts and circumstances surrounding the
litigation, the Township has determined that recognition of a Hability related to the judgment or agsociated attorney fees and costs is not
required as of March 31, 2026. The amount of any uftimate liability, if any, cannot presently be reasonably estimated. Accordingly, no
liability related to these mattets has been recognized in the financial statements.

The Township maintains insurance coverage that may be applicable to the litigation, subject to the terms, conditions, exclusions, and
reservations of rights under the applicable insurance policies,
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Notes to Financlal Statements
March 31, 2026

NOTE 16 — LITIGATION, continued

The ltimate outcome of the litigation cannot presently be determined, and the Township will evaluate the financial reporting impact of
future developments as they ocout.

NOTE 17 - UPCOMING ACCOUNTING PRONQUNCEMENT

NOTE 18 -

GASB Statement No. 103 — Financial Reporting Improvements

In April 2024, the Governmental Accounting Standards Board issued GASB Statement No. 103, Financial Reporting Model
Improvements. The Statement establishes certain changes to financial reportting model for state and local governments, including
changes to presentation and content of management’s discussion and analysis, proprietary fund financial statements, unusual or
infrequent items, major component unit Information, and budgetary comparison information.

The provisions of GASB Statement No. 103 are effective for fiscal years beginning after June 15, 2025. Accordingly, the Township wiil
implement the Statement for its fiscal year ending March 31, 2027.

The Township Is currently evaluating the effect of implementing the Stafement on its financial statement presentation and related
disclosures,

SUBSEQUENT EVENTS

In preparing the accompanying financial statements, the Township officials have evaluated, for potential recognition or disclosure,
significant events or transactions that occurred during the peried subsequent to March 31, 2026 and prior to September 28, 2026, the
date these financial statements were available to be issued. The following significant event was identified.
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Peninsula Township

Schedule 1

Statement of Revenues, Expenditures and Changes in Fund Balance — Budget and Actual Page 1
General Fund
For the Year Ended March 31, 2026
Variance
Budgeted Amounts Favorable
Revenues Original Final Actual {Unfavorable)
Taxes:

Property Taxes $ 626,000 § 626,000 $ 603,453 $ 37453

Penalties and Interest on Taxes 1,000 1,000 9,369 8,369

Property Tax Administration Fees 300,000 300,000 357,875 57,875
Licenses and Permits:

Permits and Fees 49,800 49,800 59,173 9,373
State Grants:

State Shared Revenues 620,000 620,600 647,585 27,585

Other Grants _ 2,500 2,500 3,044 544
Charges for Services:

Summer Tax Collection 11,000 11,800 12,535 1,535

Fees 11,586 11,586 11,094 (492)
Interest and Rents:

Interest 30,000 30,000 52,012 22,012
Other:

Miscellancous 100 100 2,234 2,134
Total Revenues 1,651,986 1,651,986 1,818,374 166,388
Expenditures
Legislative:

Township Board:

Salaries and Wages - - 33,564 -
Pension - - 35 -
Insurance - - 702 -
Social Security/Medicare - - 3,061 -
Office Supplies - - 414 -
Audit and Accounting - - 4,088 -
legal Fees - - 284,004 -
Contract Services - - 56,279 -
Dues and Memberships - - 1,083 -
Publishing _ - - 20,396 -
Other - - 322 -

Total 214,326 275,326 403,948 (128.622)

Total Legislative 214.326 275,326 403,948 (128.622)

The Notes to the Basic Financial Statements are an integral part of this statement,
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Peninsula Township Schedule 1
Statement of Revenues, Expenditures and Changes in Fund Belance — Budget and Actual Page 2
General Fund
For the Year Ended March 31, 2026

Variance
Budgeted Amounts Favorable
Original Final Actual - (Unfavorable}
Expenditures {Continued
General Government;
Township Supervisor:
Salaries and Wages - - 73,146 -
Pension - - 9,509 -
Social Security/Medicare - - 5,573 -
Employee Health Insurance - - 1,814 -
Insurance - - 2,504 -
Office Supplies “ - 230 “
Contract Services - - 1,700 -
Mileage Reimbursement - - 343 -
Dues and Memberships - - 712 -
Other - - 1.055 -
Total 97.364 97.364 96.580 778
General Government:
Executive Activities:
Salaries and Wages - - 63,384 -
Pension - - 7,631 -
Social Security/Medicare - - 4,438 -
Insurance - - 2,251 -
Employee Health Insurance - - 12,121 -
Office Supplies - - 2,620 -
Contract Services - - 28,013 -
Telephone - - 4,565 -
Dues and Memberships - - 822 -
Repairs & Maintenance - - 3,647 -
Other - - 1,016 -
Total 122,359 126.059 130.508 (4.449)
Elections;
Salaries and Wages - - 6,783 -
Pension - - - -
Social Security/Medicare - - 519 -
Insurance - - 1,874 -
Office Supplies - - 2,230 -
Coniract Services - - 2,324 -
Mileage Reimbursement - - 310 -
Publishing - - - -
Postage ’ - - 2,425 -
Education and Training - - 326 -

Total 32,659 32,659 16,791 15,868

The Notes to the Basic Financial Statements are an integral part of this statement,
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Peninsula Township Schedule 1
Statement of Revenues, Expenditures and Changes in Fund Balance — Budget and Actual Page 3
General Fund
For the Year Ended March 31, 2026
Variance
Budgeted Amounts Favorable
Expenditures (Continued) Original Final Actual {Unfavorable)
General Government (Continued):
Assessor:
Salaries and Wages - - 152,551 -
Pension - - 17,824 -
Social Security/Medicare - - 11,433 -
Employee Health Insurance - - 30,610 -
Insurance - - 3,643 -
Office Supplies - - 8,424 -
Legal Fees - - 21,349 -
Computer Services - - 5,736 -
Telephone - - 786 -
Mileage Reimbursement - - 2,252 -
Printing and Publishing - - 65 -
Dues and Memberships - - 1,296 -
Education and Training - - 355 -
Oftice Equipment - - 852 -
Total 269.812 269,812 257,176 12.636
Clerk:
Salaries and Wages - - 168,898 -
Pension - - 21,047 -
Insurance - . 3,693 -
Social Security/Medicare - - 14,194 -
Employee Health Insurance - - 18,692 -
Offfice Supplies - - 2,188 -
Legal Fees - - 4,439 -
Software Support - - 3,324 -
Contract Services - - 15,886 -
Telephone - - 1,113 -
Dues and Subscriptions - - 912 -
Mileage - - 605 -
Education - - 2,665 -
Other - - 3.794 -
Total 271,517 271,517 261,450 10.067
Board of Review:
Salaries and Wages - - 2,900 -
Social Security/Medicare - - 219 -
Pension - - a1 -
Insurance - - 763 -
Dues and Subscriptions - - 712 -
Education - - - -
Publishing - - 105 -
Total 4,014 4,014 4,790 (776)

The Notes to the Basic Finencial Statements are an integral part of this statement,
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Expenditures (Continued)

Treasurer;
Salaries and Wages
Pension

Peninsula Township
Statement of Revenues, Expenditures and Changes in Fund Balance — Budget and Actual
General Fund

For the Year Ended March 31, 2026

Budgeted Amounts

Original

Social Security/Medicare

Insurance

Employee Health Insurance

Office Supplies
Contract Services
Software Support
Telephone

Mileage Reimbursement

Dues and Subscriptions
Education and Training
Other

Total

Final

Actyal

Schedule 1
Page 4

Variance
Favorable
(Unfavorable)

131,074
15,946
9,254
3,246
18,576
2,647
2,929
5,147
1,113
2,327
1,230
1,402
6.891

209,037

209,037

201,782

Township Hall and Grounds:

Operating Supplies
Insurance

Contract Services
FElectricity

Heat

Maintenance and Repairs

Total
Total General Government

Public Safety:

Planning Administrator
Salaries and Wages
Insurance
Pension

Social Security/Medicare

609
5,582
20,482
10,881
3,263
6,640

76,400

76,400

47.463

28937

1,083.162

1,086.862

1,016,546

70,316

Employee Health Insurance

Employee Benefits
Office Supplies

Legal Services

Dues and Subscriptions
Printing and Publishing
Contract Services

Total

33,617
4,558
506
3,092
8,361
567
2,016
76,959
712
250
168.602

232.975

424,975

299,440

125,533

The Notes to the Basic Financial Statements are an integral part of this statement,
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Expenditures {Continued)

Planning Commission
Salaries and Wages
Insurance
Pension
Social Security/Medicare
Legal Services
Contract Services
Dues and Subscriptions
Printing and Publishing
Total

Zoning Administrator/Zening Board of Review

Salaries and Wages
Insurance

Social Security/Medicare
Office Supplies

Legal Fees

Contractual Services
Dues and Subscriptions
Printing and Publishing
Total

Total Public Safety
Other;
Insurance
Contingency

Total

Capital Outlay
Total Expenditures

Excess Revenues (Expenditures)
Other Financing Sources {1/ses)
Operating Transfers In
Operating Transfers (Qut)
Total

Excess Revenues (Expenditures) and
Other Finanecing Sources (Uses)

Fund Balance — Beginning of Year

Peninsula Township Schedule 1
Statement of Revenues, Expenditures and Changes in Fund Balance — Budget and Actual Page 5
General Fund
For the Year Ended March 31, 2026

Variance

Budgeted Amounts Favorable

Original Final Actual (Unfavorable)

- - 4,410 -

- - 851 -

- - 20 -

- - 643 -

- - 5,000 -

- - 4,000 -

- - 712 -

- - 825 -

19472 19,472 16461 3.011

- - 2,985 -

- - 874 -

- - 385 -

- - 26 -

- - 16,796 -

- - 2,050 -

- - 712 -

- - 1,674 -

23.096 25,596 25,502 94

275,543 470,043 341,403 128,640

10,685 10,685 7,193 3.492

1,583,716 1,842,916 1,769,090 73,826

68,270 (190.930) 49,284 240,214
500,000 500,000 250,000 {250,000}
- - (588, 764) (588,704}

500,000 500,000 (338,764) (838.764)

568,270 309,070 (289,480} {598,550}

1,717,326 1,717,326 1,717,326 -
$_2.285506  §_2,026396  §1.427.846  $(598,550)

Tund Balance — End of Year

The Notes to the Basic Financial Statements are an integral part of this statement,
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Revenues
Taxes;
Property Taxes
Charges for Services:
Ambulance and Fire Service
Interest and Rents:
Interest
Other:
Contributions
Refunds and Reimbursements

Total

Expenditures
Salaries and Wages

Workers Compensation
Social Security and Medicare
Insurance
Employee Health Insurance
Pension
Supplies
Public Utilities
Gas and Oil
Conltract Services
Telephone
Maintenance and Repairs
Other
Uniforms
Dues and Subscriptions
Education and Training
Capital Expenditures
Debt Service:

Principal

Interest

Total

Excess Revenues (Expenditures)
Other Financing Sources {Uses)
Operating Transfers In
Operating Transfers (Out)

Total

Excess Revenues (Expenditures) and

Other Financing Sources (Uses)

Fund Balance - Beginning of Year

Fund Balance — End of Year

Peninsula Township Schedule 2
Statetnent of Revenues, Expenditures and Changes in Fund Balance ~ Budget and Actual
Fire Fund
For the Year Ended March 31, 2026
Variance
Budgeted Amounts Favorable
Original Final Actual {Unfavorable)
$ 2,843,048  § 2,843,048 $ 2,842,054 3 (994)
107,000 107,000 157,981 50,981
41,200 41,200 93,765 52,565
7,000 7,000 17,510 10,510
1,000 1,000 265 (735)
2,999,248 2,999,248 3,111,575 112,327
- - 1,396,595 -
- - 28,848 -
- - 102,756 -
- - 42,239 -
- “ 211,953 -
- - 197,763 "
- - 24,955 -
- - 25,605 -
- - 25,071 -
- - 33,904 -
- - 11,287 -
- - 88,661 -
- . 31,742 -
- - 16,202 -
- - 1,669 -
- - 16,503 -
- - 393,321 -
- - 911,043 -
- - 84.661 -
3.276.807 3,996,450 3,638,778 357.672
{277.559) (597.202) (527,203) 469,999
(277,559 (997.202) (527,203) 469.999
3,786,511 3,786,511 3,786,511 -
$ 3.508.,952 $ 2,789,309 $.3,259.308 3 469,999

The Notes to the Basic Financial Statements are an integral part of this statement.
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Peninsula Township

Statement of Revenues, Expenditures and Changes in Fund Balance — Budget and Actual
Purchase of Development Rights Fund
For the Year Ended March 31, 2026

Schedule 3

Variance
Budgeted Amounts Favorable
Original Final Actual {Unfavorable)
Revenues
Taxes:

Property Taxes $ 1,840,000 $ 1,840,000 $2,131,734 $ 291,734
Interest and Rents:

Interest 90,000 90.000 235,282 145,282

Total Revemues 1,930,000 1.930.000 2,367,016 437.016
Expenditures
Operating Expenditures - - 198,802 -
Total Expendituresg 140.862 140,862 198.802 (57.940)
Excess Revenues (Expenditures) 1,789,138 1,789,138 2,168,214 379.076
Other Finanging Scurces (Uses)
Operating Transfers In - - - -
Operating Transfers (out) - - - -
Total - - - -
Excess Revenues (Expendityres) and

Other Financing Sources (Uses) 1,789,138 1.789.138 2,168,214 379.076
Fund Balance — Beginning of Year 6,336,804 06,336,805 6,336,806 -
Fund Balance — End of Year $ 8125942 § 8,125943 $ 8,505,020 $ 379076

The Notes to the Basic Financial Statements are an integral part of this statement,
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Assets

Current Assets:
Cash in Bank
Accounts Receivable
Inventory
Prepaids
Due from Other Units
Total Current Assets

Non-Current Assets:
Depreciable Capital Assets (Net)

Total Assets

Current Liabilities

Accounts Payable
Due to Other Funds

Total Current Liabilities
Net Position

Net Investment in Capital Assets
Restricted

Total Fund Equity

Total Liahilities and Fund Equity

Peninsula Township
Combining Statement of Net Position
Non Major Enterprise Funds
March 31, 2026

Lighthouse Compactor Total
Lighthouse Giftshop Station Enterprise
Fund Fund Fund Funds

$ 116967 § 148957 & 821 $ 266,745
- 477 - 477
- 28,332 - 28,332
- 151 - 151
- 390 - 390
116.967 178,307 821 296,095
212,432 - 56,662 269,004
§ 329399 § 178307 § 57,483 $ 565,189
$ 251 % - % 7 $ 258
25,390 - 25,390
25,641 - 7 25,048
187,042 - 56,662 243,704
116,716 178,307 314 295.837
303,758 178,307 57,476 539,541
§ 329399 § 178307 § 57,483 $ 565,189

The Accompanying Notes Are an Integral Part of These Financial Statements.
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Peninsula Township Schedule 7
Combining Staternent of Revenuves, Expenditures and Changes in Fund Balances
Non Major Enterprise Funds
For the Year Ended March 31, 2026

Special Revenue

Lighthouse Compactor Total
Lighthouse Giftshop Station Enterprise
Fund Fund Fund Funds

Revenues
Operating Revenues

Rental Income $ - % - % - $ -

Program Revenues 138,306 121,948 - 260,254
Total Operating Revenues 138,306 121.948 - 260.254
Expenditures
Expenses and Contractual Services 7’;,547 99,616 4,643 181,806
Depreciation 16,914 - 2,110 19.024
Total 94,461 99616 6.753 200,830
QOperating Income (L oss) 43,845 22,332 (6.753) 59.424
Non Operating Revenue
Interest Income 3,974 4,858 826 9,658
Transfers In - - 42,000 42,000
Transfers (Out) (25,000) - - {25.000)
Net Non Operating Revenues

(Expenses) (21,026) 4,858 42.826 26,658
Change in Net Position 22,819 27,190 36,073 86,082
Net Position — Beginning of Period 280,939 151,117 21.403 453,459
Net Position — End of Period § 303758 3 178307 3 57476 $ 539541

The Notes to the Basic Financial Statements are an integral part of this statement.
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Peninsula Township Schedule 8
Combining Statement of Cash Flows
Non Major Enterprise Funds
For the Year Ended March 31, 2026

Special Revenue

Lighthouse Compactor Total
Lighthouse Giftshop Station Enterprise
Fund Fund Fund Funds
Operating Activities
Collections of Charges for Services $ 138306 § 121,948 § - $ 260,254
Collections of Interest 3,974 4,858 826 9,658
Expenses Using Cash
and Cash Equivalents (77,115} (100,497} {4,635) (182,247)
Net Cash Flow from
Operating Activities 65.165 26,309 (3,809} 87,665
Capital Financing Activities
Acquisition of Capital Asset {13.328) - (50,150} (63.478)
Non Capital Financing Activities
Transfers In (Out) (25,000) - 42.000 17,000
Net Cash Flow Provided by
(used) by Financing Activitics (25.000) - 42,000 17,000
Net Ingrease (Decrease) in Cash 26,837 26,309 (11,959 41,187
Balance of Cash — Beginning of Year 90,130 122,648 12,780 225,558
Balance of Cash - End of Year $ 116967 § 148957 § 821 $ 266,745
Net Income (Loss) $ 47819 % 27,190 § 5927y § 69082
Add Depreciation and Amortization 16,914 - 2,110 19,024
Decrease (Increase) in Receivables - (867) - (867)
Decrease {Increase) in Prepaids - (14) - (14)
Increase (Decrease) in Payables 432 - g 449
Net Cash Flow from
Operating Activities $ 65,165 % 26309 % 3809y 3§ 87,665

The Notes to the Basic Financial Statements are an integral part of this statement.
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Asgely

Cash in Bank
Due from Other Funds

Total Assets

Liabitities

Due to Other Governments
Due to Other Funds

Undistributed Taxes and Interest

Total Liabilities

Net Position

Peninsula Township
Combining Statement of Fiduciary Net Position
Fiduciary Funds
March 31, 2026

Apgency
Trust Tax Library Trust Total
and Agency Collection and Agency Payroll . Fiduciary
Fund Fund Fund Fund Funds
$ 310,638 $ 325421 % 19,778 35,685 $ 691,522
- - - 146 146
$ 310638 § 325431 § 19,778 35,831 $ 691,668
$ 310,638 $ - % 19,778 34,134 $ 364,550
- - - 1,697 1,697
- 325421 - - 325421
§ 310638 § 325421 § 19,778 35,831 $ 691.668

The Notes to the Basic Financial Statements are an integral part of this statement.
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September 28, 2026

To the Township Board
Peninsula Township
Grand Traverse, Michigan

We have audited the financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of Peninsula Township for the year
ended March 31, 2026. Professional standards require that we provide you with information about our
responsibilities under auditing standards generally accepted in the United States of America, as well as
certain information related to the planned scope and timing of our audit. We have communicated such
information in our letter to you dated October 28, 2024. Professional standards also require that we
communicate to you the following information related to our audit,

Significant Audit Findings
Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by Peninsula Township are described in Note 1 to the financial statements. No
new accounting policies were adopted and the application of existing policies was not changed during
fiscal year 2026. We noted no transactions entered into by Peninsula Township during the year for
which there is a lack of authoritative guidance or consensus. All significant transactions have been
recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions
about future events. Certaln accounting estimates are particularly sensitive because of their significance
to the financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimates affecting the financial statements were
fair value of investments and capital asset depreciation.

The estimate of capital asset depreciation is based on the estimated useful lives of the
Township’s capital assets. We evaluated the key factors and assumptions used to develop the
capital asset depreciation in determining that they are reasonable in relation to the financial
statements taken as a whole.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing
our audit.



Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during
the audit other than those that are clearly trivial, and communicate them to the appropriate level of
management. Management has corrected all such misstatements. None of the misstatements detected
as a result of our audit procedures and corrected by management were material, either individually or in
the aggregate, to the financial statements of the applicable opinion units taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that
could be significant to the financial statements or the auditor’s report, We are pleased to report that no
such disagreements arose during the course of our audit.

Muanagement Representations

We have requested certain representations from management that are included in the management
representation letter dated September 28, 2026.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinicn” on certain situations. If a consultation
involves application of an accounting principle to Peninsula Township’s financial statements or a
determination of the type of auditor’s opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with other
accountants.

Other Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as Peninsula Township’s auditor. However,
these discussions occurred in the normal course of our professional relationship and our responses were
not a condition to our retention.

Other Matters

We applied certain limited procedures to management’s discussion and analysis and the budgetary
comparison schedules, which are required supplementary information (RSI} that supplements the basic
financial statements, Our procedures consisted of inquiries of management regarding the methods of
preparing the information and comparing the information for consistency with management’s response
to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. We did not audit the RSI and do not express an opinion or provide any
assurance on the RS,



We were engaged to report on the combining balance sheet and combining statement of revenues,
expenditures, and changes in fund balances for the nonmajor governmental funds, which accompany
the financial statements but are not RSI. With respect to the supplementary information accompanying
the financial statements, we made certain inquiries of management and evaluated the form, content,
and methods of preparing the information to determine that the information complies with accounting
principles generally accepted in the United States of America, the method of preparing it has not
changed from the prior period, and the information is appropriate and complete in relation to our audit
of the financial statements. We compared and reconciled the supplementary information to the
underlying accounting records used to prepare the financial statements or to the financial statements
themselves,

Communication Regarding Internal Control

In planning and performing our audit of the financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of Peninsula
Township as of and for the year ended March 31, 2026, in accordance with auditing standards generally
accepted in the United States of America, we considered Peninsula Township’s internal control over
financial reporting {internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Township’s internal control. Accordingly,
we do not express an opinion on the effectiveness of the Township’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and, therefore, material weaknesses or significant deficiencies may exist that
were not identified. In addition, because of the inherent limitations in internal control, including the
possibility of management override of controls, misstatements due to error or fraud may occur and not
be detected by such controls. However, as discussed below we have identified a deficiency in internal
control that we consider to be a material weakness.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or combination
of deficiencies, in internal contral, such that there is a reasonable possibility that a material
misstatement of the Township’s financial statements will not be prevented, or detected and corrected,
on a timely basis. We consider the following deficiency to be a material weakness;

Material Audit Adjustments and Financial Statement Preparation

Criteria: Management is responsible for maintaining accounting records and internal controls
sufficient to permit the preparation of financial statements in accordance with accounting
principles generally accepted in the United States of America (GAAP), During the audit, we
identified and proposed a number of significant audit adjustments necessary to properly state
the Township’s financial statements. Management reviewed, approved, and accepted
responsibility for all proposed adjustments. A Schedule of Audit Adjustments is attached.



Condition: As is the case with many small and medium-sized governmental units, the Township
has historically relied on its independent external auditor to assist with the preparation of the
financial statements, related notes, and management’s discussion and analysis as part of its
external financial reporting process. In addition, the Township’s year-end accounting records
required significant audit adjustments in order to prepare financial statements in accordance
with GAAP. Having the auditor draft the annual financial statements is allowable under
applicable professional standards and may be the most efficient and effective method for the
Township. However, the auditor cannot be considered part of the Township’s internal control
system. The combination of reliance on the auditor for GAAP financial statement preparation
and the significant adjustments required to the year-end accounting records represents a
material weakness in internal control over financial reporting. This is a repeat finding.

Cause: The Township has determined that outsourcing the preparation of its annual GAAP
financial statements to the external auditor is more cost effective than obtaining and
maintaining the specialized internal resources necessary to perform this function. In addition,
certain year-end accounting and financial reporting matters were not identified and recorded
before the audit process.

Effect: Without the audit adjustments and financial statement preparation assistance described
above, the Township’s year-end accounting records would not have been sufficient to prepare
financial statements in accordance with GAAP. Management reviewed and approved all audit
adjustments; therefore, the final financial statements reflect the corrected amounts.

Auditor’s Recommendation: We recommend that management continue to evaluate the costs
and benefits of obtaining the internal or other external accounting resources necessary to
identify and record year-end adjustments and prepare a draft of the Township’s annual financial
statements in accordance with GAAP. Management should also continue to review and approve
all audit adjustments and the completed financial statements and related notes before issuance.

Management Response: Management has made an ongoing evaluation of the respective costs
and benefits of obtaining internal or external resources specifically for the preparation of
financial statements and has determined that the additional benefits derived from
implementing such a system would not outweigh the costs incurred to do so. Management will
continue to review and approve audit adjustments and will review the draft financial statements
and notes prior to issuance, accepting responsibility for their content and presentation.

We did not audit Peninsula Township’s response to the internal control finding described above and,
accordingly, we express no opinion on it.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Peninsula Township’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. Our
testing identified the budgetary compliance matter described below.



Budget Monitoring and Amendments

Criteria: Michigan’s Uniform Budgeting and Accounting Act requires the Township to adopt and
maintain budgets for applicable funds and to amend the general appropriations act when it becomes
apparent that a deviation from the approved appropriations is necessary. Budget amendments must be
approved by the Township Board before expenditures are incurred In excess of authorized
appropriations.

Condition: During our audit, we noted instances in which actual expenditures exceeded amounts
authorized in the Township’s final amended budget. We also noted that budget-to-actual results were
not consistently monitored throughout the year in a manner that resulted in timely budget amendments
before expenditures exceeded authorized amounts.

Cause: The Township’s procedures did not consistently provide for periodic review of actual and
projected expenditures compared with the adopted budget and timely presentation of necessary
hudget amendments to the Township Board.

Effect: Without timely monitoring and amendment of the budget, expenditures may exceed amounts
authorized by the Township Board. This reduces the effectiveness of the budget as a financial
management and control tool and may result in noncompliance with Michigan’s Uniform Budgeting and
Accounting Act.

Auditor’s Recommendation: We recommend that the Township strengthen its budget monitoring
procedures. At least quarterly, management should prepare and review budget-to-actual reports for
each fund subject to the Uniform Budgeting and Accounting Act, including projected revenues and
expenditures through the end of the fiscal year. These reports should be provided to the Township
Board for review. When it becomes apparent that expenditures are expected to exceed an authorized
appropriation, a budget amendment should be presented to and approved by the Township Board
before the expenditure is incurred. Particular attention should be given to budget monitoring during the
final quarter of the fiscal year so that all necessary amendments are adopted before year-end.
Management Response: Management agrees with the recommendation and will implement procedures
for periodic budget-to-actual review. Budget-to-actual reports will be reviewed throughout the fiscal
year, with necessary budget amendments presented to the Township Board for approval before
expenditures exceed authorized appropriations.

Purpose of this report

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

Tobin & Cox, P.C.

Certified Public Accountants
Traverse City, Michigan
September 28, 2026



