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Board of Directors Medford Irrigation District Jacksonville, Oregon

Opinion




Report on the Audit of the Financial Statements

We have audited the modified cash basis financial statements of the business-type activities of Medford Irrigation District, as of and for the year ended December 31, 2025, and the related notes to the financial statements, which collectively comprise Medford Irrigation District’s basic financial statements as listed in the table of contents.
In our opinion, the accompanying financial statements present fairly, in all material respects, the respective modified cash basis financial position of the business-type activities of Medford Irrigation District, as of December 31, 2025, the respective changes in financial position-modified cash basis, and cash flows-modified cash basis thereof, for the year then ended in accordance with the modified cash basis of accounting described in Note 1.

Basis for Opinion
We conducted our audit in accordance with auditing standards generally accepted in the United States of America (GAAS) and the standards applicable to financial audits contained in Government Auditing Standards (GAS), issued by the Comptroller General of the United States. Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are required to be independent of Medford Irrigation District and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Emphasis of Matter - Basis of Accounting
We draw attention to Note 1 of the financial statements, which describes the basis of accounting. The financial statements are prepared on the modified cash basis of accounting, which is a basis of accounting other than accounting principles generally accepted in the United States of America. Our opinion is not modified with respect to this matter.
Responsibilities of Management for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with the modified cash basis of accounting described in Note 1, and for determining that the modified cash basis of accounting is an acceptable basis for the preparation of the financial statements in the circumstances. Management is also responsible 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.
Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and GAS will always detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a reasonable user based on the financial statements.





In performing an audit in accordance with GAAS and GAS, we:
· Exercise professional judgment and maintain professional skepticism throughout the audit.
· Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, and design and perform audit procedures responsive to those risks. Such procedures include examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.
· Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of Medford Irrigation District’s internal control. Accordingly, no such opinion is expressed.
· Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, as well as evaluate the overall presentation of the financial statements.
· Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial doubt about Medford Irrigation District’s ability to continue as a going concern for a reasonable period of time.
We are required to communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit, significant audit findings, and certain internal control–related matters that we identified during the audit.
[bookmark: _TOC_250001]Supplementary Information
Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively comprise Medford Irrigation District’s basic financial statements. The Management’s Discussion and Analysis, the Schedule of Operating Costs, the Schedule of Proportionate Share of the Net Pension Liability, and the Schedule of Contributions are presented for purposes of additional analysis and are not a required part of the basic financial statements.
The Management’s Discussion and Analysis, the Schedule of Operating Costs, the Schedule of Proportionate Share of the Net Pension Liability, and the Schedule of Contributions are the responsibility of management and were derived from and relate 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 themselves, and other additional procedures in accordance with auditing standards generally accepted in the United States of America. In our opinion, the supplementary information is fairly stated, in all material respects, in relation to the basic financial statements as a whole on the basis of accounting described in Note 1.
Report on Other Legal and Regulatory Requirements
In accordance with Minimum Standards for Audits of Oregon Municipal Corporations, we have also issued our report dated March 25, 2026 on our consideration of Medford Irrigation District’s internal control over financial reporting and on our tests of its compliance with certain provisions of Oregon Revised Statutes as specified in Oregon Administrative Rules OAR 162-10-240 to 162-10-320. The purpose of that report is solely to describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness of internal control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with Minimum Standards for Audits of Oregon Municipal Corporations in considering Medford Irrigation District’s internal control over financial reporting and compliance.

Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated March 25, 2026 on our consideration of Medford Irrigation District’s internal control over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is solely to describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness of internal control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards in considering Medford Irrigation District’s internal control over financial reporting and compliance.

Molatore & Co. LLP






Klamath Falls, Oregon March 25, 2026


Raymond D. Lang CPA, Partner
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Results of Operations
There was a $1,281,524 increase in the District’s net position and a $1,366,771 increase in the District’s net income from December 31, 2024 to December 31, 2025.
A summary of the total District operations for the years ending December 31, 2025 and 2024 is as follows:
Amount Inc
	
Assets
		2025	
		2024	
		(Dec)	
	 Percentage 

	Current Assets
	$	1,354,367
	$	454,624
	$	899,743
	197.91%

	Capital Assets, net of accumulated depreciation
		7,138,214 
		3,815,568 
		3,322,646 
		87.08%

	
Total Assets
	
	8,492,581 
	
	4,270,192 
	
	4,222,389 
	
	98.88%

	
Liabilities
Current Liabilities
	

93,900
	

26,265
	

67,635
	

257.51%

	Noncurrent Liabilities
		2,944,224 
		70,994 
		2,873,230 
		4047.14%

	Total Liabilities
		3,038,124 
		97,259 
		2,940,865 
		3023.75%



Medford Irrigation District Management’s Discussion and Analysis For The Year Ended December 31, 2025
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Net Position

 $	5,454,457 

 $	4,172,933 

 $  1,281,524 

	-30.71%


 


	
	
2025
	
	
2024
	
	Amount Inc
(Dec)
	
	
Percentage

	Operating Revenue
Assessments
	
$	1,329,399
	
	
$	1,243,015
	
	
$	86,384
	
	
6.95%

	Other
	134,793
	
	150,090
	
	(15,297)
	
	-10.19%



Total Operating Revenue	1,464,192	1,393,105	71,087	5.10%
   

Operating Expenses
	Wages and salaries
	1,043,516
	
	950,886
	
	92,630
	
	9.74%

	Administrative cost
	188,916
	
	186,295
	
	2,621
	
	1.41%

	Water operations and maintenance
	120,043
	
	101,123
	
	18,920
	
	18.71%

	Depreciation
	138,905
	
	130,226
	
	8,679
	
	6.66%

	Equipment operations
	100,848
	
	57,266
	
	43,582
	
	76.10%

	Professional services
	51,642
	
	73,301
	
	(21,659)
	
	-29.55%

	Occupancy
	25,430
	
	23,953
	
	1,477
	
	6.17%

	Interest
	7,135
	
	4,022
	
	3,113
	
	77.40%

	
Total Operating Expenses
	
1,676,435
	
	
1,527,072
	
	
149,363
	
	
9.78%

	
Operating Income (Loss)
	
(212,243)
	
	
(133,967)
	
	
(78,276)
	
	
58.43%

	
Other Income (Expense)
Net Watershed Plan EIS revenue (expense)
	

88,462
	
	

3,622
	
	

84,840
	
	

2342.35%

	Capital improvement grants
	1,361,604
	
	-
	
	1,361,604
	
	100.00%

	Investment interest
	43,701
	
	45,098
	
	(1,397)
	
	-3.10%

	
Total Other Income (Expense)
	
1,493,767
	
	
48,720
	
	
1,445,047
	
	
2966.02%

	
Net Income (Loss)
	
$	1,281,524
	
	
$	(85,247)
	
	
$  1,366,771
	
	
1603.31%




Operating revenues of the District are generated principally from one source:
· Assessments paid by District patrons for water deliveries.
· Other operating revenue consists of late fees, interest, lien fees, foreclosure fees, water rights sales, etc.

During 2025, the increase in Net Income of $1,366,771 can best be explained by taking into account the following:
· Operating revenue from assessments increased by approximately $86,000 due to timing of payments received.
· Other miscellaneous operating income decreased by approximately $15,000.
· Net Watershed EIS income and expenses increased by approximately $85,000 positive.
· Capital improvement grant income was approximately $1.36 million in the current year compared to zero in the previous year.
· The total of all other expenses was increased throughout the year by approximately $150,000.
Capital Assets and Long-Term Debt
Capital Assets
Capital assets include land, buildings, equipment and infrastructure such as canals. The District’s capital assets for its irrigation activities as of December 31, 2025 is $7,138,214, net of accumulated depreciation.  This is an increase of
$3,322,646 from the prior year. Net capital assets was increased from asset additions, such as the new excavator and truck, along with construction in progress (CIP) for the Joint System Canal Piping project, the Community Solar project, and the Hydro-turbine project, and decreased from depreciation expenses in the current year.
Additional information on District capital assets is included in Note 4 on page 12 of this report.

Long-Term Debt
As of December 31, 2025, the District had $3,034,108 in outstanding debt. This is an increase of $2,943,592 from the prior year, which consists of approximately $118,000 increase related to the financing of capital assets and $2.826 million increase for the DEQ forgivable loan related to CIP assets.

Additional information on debt is included in Note 6 on pages 12-13 of this report.

Economic Factors
Significant sources of revenue other than water user fees are sought through a number of grant/cost share programs. The District has been fortunate to be chosen as recipients of these funds to improve fish passage, conserve water within the delivery systems, and water measurement/enhancement projects.

Requests for Information
This financial report is designed to provide a general overview to those parties interested in Medford Irrigation District’s finances. Questions concerning any of the information provided in this report or requests for additional information should be addressed to Medford Irrigation District, PO Box 70, Jacksonville, OR 97530.


Assets

Current Assets
Cash and cash equivalents	 $	1,354,367 

Total Current Assets		1,354,367 
Capital Assets, net of accumulated depreciation

	Land
	83,926

	Automobiles and trucks
	276,061

	Machinery and equipment
	748,064

	Office equipment
	175,285

	Buildings
	69,516

	Dams
	1,900,669

	Irrigation system
	4,119,704

	Pipelines and siphons
	1,888,025

	Construction in progress
	3,424,702

	Accumulated depreciation
	(5,547,738)


Total Capital Assets, net of accumulated depreciation	7,138,214
Total Assets	8,492,581

Liabilities
Current Liabilities
Credit card liability	4,017
Current portion of long-term debt	89,883
Total Current Liabilities	93,900

Noncurrent Liabilities
Notes payable	2,944,224
Total Noncurrent Liabilities	2,944,224

Total Liabilities	3,038,124
Net Position

	Net investment in capital assets, net of related debt
	4,104,107

	Unrestricted
	1,350,350

	Total Net Position
	$	5,454,457


Medford Irrigation District Statement of Net Position Modified Cash Basis December 31, 2025


The accompanying notes are an integral part of these financial statements.
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Operating Revenue
	Assessments
	$	1,329,399

	Late fees and interest
	25,387

	Joint system Above the Drop income
	23,806

	Lien search, title transfers
	66,165

	Miscellaneous revenue
		19,435 


Total Operating Revenue		1,464,192 
Operating Expenses
	Above the Drop expense
	12,842

	Computer expenses
	19,524

	Depreciation
	138,905

	Dues and memberships
	7,969

	Employee benefits and retirement
	309,115

	Equipment rental
	924

	Fuel and oil
	45,952

	Insurance
	89,012

	Interest expense
	7,135

	Lease expense
	4,741

	Legal and professional
	51,642

	Licenses and permits
	4,570

	Meetings, training, travel
	2,769

	Office expenses
	9,699

	Payroll taxes
	52,000

	Recording fees
	8,749

	Repairs and maintenance
	142,717

	Salaries and wages
	682,401

	Supplies
	6,740

	Telephone
	9,369

	Utilities
	16,061

	Miscellaneous
		53,599 

	Total Operating Expenses
		1,676,435 

	Operating Income
		(212,243) 

	Non-Operating Revenue (Expenses)
Capital improvement grants
	

1,361,604

	Watershed EIS income (expenses), net
	88,462

	Investment interest
		43,701 

	Total Non-Operating Revenue (Expenses)
		1,493,767 

	Change in Net Position
	1,281,524

	Net Position, Beginning
		4,172,933 

	Net Position, Ending
	 $	5,454,457 


Medford Irrigation District
Statement of Revenues, Expenses and Changes in Fund Net Position Modified Cash Basis
For the Year Ended December 31, 2025


The accompanying notes are an integral part of these financial statements.
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For the Year Ended December 31, 2025


	Cash Flows From Operating Activities
	

	Receipts from customers and users
	$	1,464,192

	Payment to suppliers
	(496,739)

	Payments to employees
		(1,043,516) 



Net Cash Flows Provided (Used) by Operating Activities		(76,063) 

Cash Flows From Capital and Related Financing Activities
	Grants for capital projects
	1,361,604

	Loan proceeds for capital projects
	2,973,843

	Payment on long-term debt - equipment loans
	(30,252)

	Purchase and construction of depreciable assets
		(3,461,550) 



Net Cash Flows Provided (Used) by Capital and
Related Financing Activities		843,645 

Cash Flows From Noncapital and Related Financing Activities
Net Watershed Plan EIS		88,460 

Net Cash Flows Provided by Noncapital and
Related Financing Activities		88,460 

Cash Flows From Investing Activities
	Investment interest
		43,701 

	Net Cash Flows Provided (Used) by Investing Activities
		43,701 

	Net Increase (Decrease) in Cash and Cash Equivalents
	899,743

	Cash and Cash Equivalents, Beginning of Year
		454,624 

	Cash and Cash Equivalents, End of Year
	 $	1,354,367 





Reconciliation of Operating Income (loss) to Net Cash Flows Provided (Used) by Operating Activities
	Operating income
	$	(212,243)

	Adjustments to Reconcile Operating Loss to Net Cash Flows
	

	Provided (Used) by Operating Activities:
	

	Depreciation expense
	138,905

	Increase (decrease) in liabilities:
	

	Credit card liability
		(2,725) 



Net Cash Flows Provided (Used) by Operating Activities	 $	(76,063) 
Medford Irrigation District Statement of Cash Flows Modified Cash Basis


The accompanying notes are an integral part of these financial statements.
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Note 1 – Summary of Significant Accounting Policies
Reporting entity
Medford Irrigation District (the District) is an Oregon municipal corporation that was founded in 1917, by order of the Judge of the Jackson County Court, following a special election. The District currently provides water to approximately 12,300 acres of irrigable land along both sides of Bear Creek near Medford, Oregon. The District was organized and operates under the Irrigation District Laws of Oregon, as defined in ORS 545. The District is governed by a board of five officials elected by water users within the area, and its affairs are administered at their direction by a manger who is employed by the Board. There are no other entities over which the District has responsibility or exercises control.
The following is a summary of significant accounting policies utilized by the District in the preparation of the accompanying financial statements.

Measurement focus, basis of accounting, and financial statement presentation
Measurement focus refers to what is being measured by a fund. Basis of accounting refers to when revenues and expenditures are recognized in the accounts and reported in the financial statements. Basis of accounting relates to the timing of the measurement made, regardless of the measurement focus applied.
In the Statement of Net Position and the Statement of Revenues, Expenses, and Changes in Fund Net Position, business-like activities are presented using a modified cash basis of accounting. This basis recognizes assets, liabilities, net position, revenues and expenses when they result from cash transactions with a provision for depreciation in the government-wide statements. This basis is a comprehensive basis of accounting other than generally accepted accounting principles (OCBOA).

If the District utilized generally accepted accounting principles, the fund financial statements for proprietary funds would utilize the accrual method of accounting. Under the accrual basis, revenues are recognized when earned. Expenses (including depreciation) are recorded when the liability is incurred or the economic asset is used. Revenues, expenses, gains, losses, assets and liabilities resulting from exchange and exchange-like transactions are recognized when the exchange takes place.

Operating revenues and operating expenses are intermediate components with the Proprietary Fund Statement of Revenues, Expenses, and Changes in Fund Net Position, and include only those transactions that constitute their principal, ongoing activities exclusive of investing or financing transactions. Significant operating revenues include charges for services provided to others. Significant operating expenses include insurance, labor and payroll, repairs and maintenance, utilities, and depreciation. All revenues and expenses not meeting this definition are reported as nonoperating revenues and expenses.

The District reports the following major funds:

· The Proprietary Fund accounts for all operating transactions of the District.
When both restricted and unrestricted resources are available for use, it is the District’s policy to use restricted resources first, then unrestricted resources as they are needed.

Deposits and investments
The District’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term investments with original maturities of three months or less from the date of acquisition.
The District’s investments consist of the State of Oregon Treasurer’s Local Government Investment Pool (LGIP). The LGIP is stated at cost, which approximates fair value. Fair value of the LGIP is the same as the District’s value in the pool shares. The Oregon State Treasury administers the LGIP. It is an open-ended no-load diversified portfolio offered to any agency, political subdivision, or public corporation of the State that by law is made the custodian of, or has control of, any fund. The LGIP is commingled with the State’s short-term funds. In seeking to best serve local governments of Oregon, the Oregon legislature established the Oregon Short-Term Fund Board. The purpose of the Board is to advise the Oregon State Treasury in the management and investment options of the LGIP.
Medford Irrigation District Notes to the Financial Statements
For the Year Ended December 31, 2025
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Note 1 – Summary of Significant Accounting Policies (continued)
Capital assets
Capital assets include improvements, equipment and infrastructure assets (e.g. roads, pathways, pipelines, etc.) used in operations that have estimated useful lives in excess of one year and an individual cost of $5,000 or greater.
As the District constructs or acquires additional capital assets each period, including infrastructure assets, they are capitalized and reported at historical cost. The reported value excludes normal maintenance and repairs, which are essentially amounts spent in relation to capital assets that do not increase the capacity or efficiency of the item or extend its useful life beyond the original estimate. In the case of donations, the District values these capital assets at the estimated fair value of the item at the date of its donation.

Depreciation is computed over the estimated useful lives of the capital assets. All estimates of useful lives are based on actual experience by the District. Depreciation is calculated using the straight-line method over the following estimated useful lives:
	Assets			Years	

	Automobiles and trucks
	5 to 20

	Buildings and improvements
	25 to 40

	Machinery and equipment
	5 to 10

	Office equipment
	3 to 10

	Dams
	50 to 99

	Irrigation system
	25 to 50

	Pipelines and siphons
	15 to 99



Gains or losses from sales or retirements of capital assets are included in operations of the current period.
Use of Estimates
The preparation of financial statements in conformity with the modified cash basis of accounting requires management to make estimates that affect the reported amounts of assets and liabilities and disclosures 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.
Fund Balance
In accordance with Government Accounting Standards Board 54, Fund Balance Reporting and Governmental Fund Type Definitions, the District classifies governmental fund balances as follows:

Committed – includes fund balance amounts that are constrained for specific purposes that are internally imposed by the District through formal action of the highest level of decision making authority and does not lapse at year-end. The District’s highest formal action is approval by the District’s Board of Directors.
Unassigned – Includes General Fund balance which has not been committed by the Board of Directors.


Note 2 – Stewardship, Compliance, and Accountability
Budgetary information
Oregon law does not require the District to prepare a budget in accordance with Oregon Local Budget Law unless it assesses, levies, or collects an ad valorem tax (O.R.S. 568.806). However, the District does adopt a budget for management purposes and to determine the annual operation and maintenance charges necessary to operate the District.
Medford Irrigation District Notes to the Financial Statements
For the Year Ended December 31, 2025
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Note 3 – Deposits and Investments
Cash and cash equivalents are comprised of and reflected on the Statement of Net Position at December 31, 2025 as follows:

	Cash on hand
	$	300

	Deposit with financial institutions
	78,050

	State of Oregon Treasurer's Local Government Investment Pool
		1,276,017 

	Total Cash and Cash Equivalents
	 $	1,354,367 




Credit Risk – Deposits
At year end, the book balance of the District’s deposits with financial institutions was $78,050 and the bank balance was
$106,760. This amount is fully insured by the FDIC.
Custodial Credit Risk – Deposits
In the case of deposits, this is the risk that in the event of a bank failure, the District's deposits may not be returned to it. Oregon law requires governmental deposits made in banks to be protected either by depository insurance or the financial institution is required to maintain, on deposit with a collateral pool manager, securities having a value at least equal to the bank’s maximum liability as defined by Oregon law. When such securities are deposited with the pool manager, covered funds are considered fully collateralized under Oregon law. The collateral is held by a state-sponsored pool manager and is clearly designated as security for the benefit of depositors of public funds. When a loss has occurred in a bank, the State Treasurer shall assess the net amount of public funds against the collateral deposited by the bank with the pool manager. If this is not sufficient to cover the loss, the collateral of all other banks in the state shall be assessed, on a proportionate basis. The District follows the Oregon Statutes for custodial credit risk.
Interest Rate Risk – Investments
The District does not have a policy regarding interest rate risk. The District’s investment portfolio consisted of investments in the LGIP.

Credit Risk – Investments
Oregon Revised Statutes, Chapter 294, authorize the government to invest in obligations of the U.S. Treasury, U.S. Government Agencies, banker’s acceptances guaranteed by an Oregon financial institution, repurchase agreements, State of Oregon Local Government Investment Pool, certain high grade commercial paper, and various interest-bearing bonds of Oregon municipalities, among others. The District has not adopted a policy for credit risk beyond those required by ORS Chapter 294. The State of Oregon Local Government Investment Pool is unrated.
Concentration of Credit Risk – Investments
The District does not have a policy regarding concentration of credit risk.

Custodial Credit Risk – Investments
For an investment, this is the risk that, in the event of the failure of the counterparty, the District will not be able to recover the value of its investments or collateral securities that are in the possession of an outside party. The LGIP’s collateral requirements are mandated under ORS 295 and are considered to have little or no custodial credit risk exposure. The District has not adopted a policy for custodial credit risk.
Medford Irrigation District Notes to the Financial Statements
For the Year Ended December 31, 2025
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Note 4 – Capital Assets
Capital asset activity for the year ended December 31, 2025 was as follows:
Beginning	Ending
	Balance		 Increases		 Decreases 		Balance	
	Capital assets, not being depreciated:
Land
	
$	83,926
	
$	-
	
$	-
	
$	83,926

	Construction in Process
		155,876 
	
		3,268,826 
	
		- 
	
		3,424,702 

	Total capital assets, not being depreciated
	239,802
	
	3,268,826
	
	-
	
	3,508,628

	
Capital assets, being depreciated: Automobiles and trucks
	

230,619
	
	

45,442
	
	

-
	
	

276,061

	Machinery and equipment
	600,781
	
	147,283
	
	-
	
	748,064

	Office equipment
	175,285
	
	-
	
	-
	
	175,285

	Buildings
	69,516
	
	-
	
	-
	
	69,516

	Dams
	1,900,669
	
	-
	
	-
	
	1,900,669

	Irrigation equipment
	4,119,704
	
	-
	
	-
	
	4,119,704

	Pipelines and siphons
	1,888,025
	
	-
	
	-
	
	1,888,025

	Total capital assets being depreciated
	8,984,599
	
	192,725
	
	-
	
	9,177,324

	
Less accumulated deprecation for: Automobiles and trucks
	

(197,805)
	
	

(15,302)
	
	

-
	
	

(213,107)

	Machinery and equipment
	(382,676)
	
	(18,949)
	
	-
	
	(401,625)

	Office equipment
	(161,113)
	
	(3,816)
	
	-
	
	(164,929)

	Buildings
	(69,516)
	
	-
	
	-
	
	(69,516)

	Dams
	(501,878)
	
	(19,236)
	
	-
	
	(521,114)

	Irrigation system
	(3,096,407)
	
	(39,889)
	
	-
	
	(3,136,296)

	Pipelines and siphons
	(999,438)
	
	(41,713)
	
	-
	
	(1,041,151)

	Total accumulated depreciation
	(5,408,833)
	
	(138,905)
	
	-
	
	(5,547,738)

	
Total capital assets being depreciated, Net of accumulated depreciation
	

3,575,766
	
	

53,820
	
	

-
	
	

3,629,586

	
Total capital assets, net of Accumulated depreciation
	

$  3,815,568
	

$  3,322,646
	

$
	

-
	

$  7,138,214




Note 5 – Related Party
Related parties consist of employees and members of the Board of Directors who own property in the District. In 2025, a total of $134,128 was collected from related parties for assessments. Board members receive $25 per board meeting attended. Total board meeting expenses paid in 2025 was $1,708.
Note 6 – Long-Term Debt
The District financed equipment during in 2024 through John Deere financing. The loan is a 6-year loan with 3.985% annual interest. The loan requires monthly payments in the amount of $1,898. The loan balance was $71,114 at December 31, 2025.
The District financed equipment during in 2025 through CAT financial. The loan is a 5-year loan with 5.49% annual interest. The loan requires monthly payments in the amount of $2,822. The loan balance was $136,933 at December 31, 2025.

Note 6 – Long-Term Debt (continued)
The District received a Clean Water State Revolving Fund loan from the Department of Environmental Quality (DEQ) in 2025 to finance to the Community Floating Solar project. The loan is a 30-year loan with 1.51% annual interest. Repayment of the loan will start within 6 months after the project completion date. If the borrower completes the project, and provided there is no default of any of the terms, DEQ shall forgive fifty percent (50%) of the Loan or $1,350,000, whichever is less, on the date the first repayment is due. The amount of the loan forgiveness will be determined when the final loan amount is calculated. The loan balance was $2,826,061 at December 31, 2025.
Long-term activity for the year ended December 31, 2025 is as follows:
	
	Balance
  January 01, 2025 
	
	Additions	
	
	Reductions	
	Balance
 December 31, 2025 
	Amounts Due
	In One Year	

	John Deere Finance
	$	90,516
	$	-
	$	19,402
	$	71,114
	$	20,315

	CAT Financial
	-
	147,783
	10,850
	136,933
	27,020

	DEQ Forgivable Loan
		-	
		2,826,060 
		-	
		2,826,060 
		42,548 

	
	$	90,516
	$	2,973,843
	$	30,252
	$	3,034,107
	$	89,883



Future maturities of long-term debt is as follows:

	2026-2030
	$	427,331

	2031-2035
	236,414

	2036-2040
	254,880

	2041-2045
	274,793

	2046-2050
	296,258

	Thereafter
		1,544,431 

	
	 $	3,034,107 


Note 7 – Risk Management
The District 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 for which the government carries commercial insurance for all risks of loss except those discussed below. Settlements have not exceeded coverage for each of the past three fiscal years.

Note 8 – Defined Benefit Pension Plan
Substantially all of the District’s employees are participants in the State of Oregon Public Employees Retirement System (PERS). For the purpose of measuring the net pension liability, deferred outflows of resources and deferred inflows of resources related to pensions, and pension expense, information about fiduciary net position of PERS and additions to/deductions from PERS’s fiduciary net position have been determined on the same basis as they are reported by PERS. For this purpose, benefit payments (including refunds of employee contributions) are recognized when due and payable in accordance with the benefit terms. Investments are reported at fair value.
Plan Description
The Oregon Public Employees Retirement System (PERS) consists of a single cost-sharing multiple-employer defined benefit plan. All benefits of the system are established by the legislature pursuant to ORS Chapters 238 and 238A.
Oregon PERS produces an independently audited Comprehensive Annual Financial Report which can be found at https://www.oregon.gov/pers/Documents/Financials/ACFR/2024-ACFR.pdf. If the link is expired, please contract Oregon PERS for this information.
(a) PERS Pension (Chapter 238). The ORS Chapter 238 Defined Benefit Plan is closed to new members hired on or after August 29, 2003.
(i) Pension Benefits. The PERS retirement allowance is payable monthly for life. It may be selected from 13 retirement benefit options. These options include survivorship benefits and lump-sum refunds. The basic benefit is based on years of service and final average salary. A percentage (2.0 percent for police and fire employees, and 1.67 percent for general service employees) is multiplied by the number of years of service and the final average salary. Benefits may also be calculated under either a formula plus annuity (for members who were contributing before August 21, 1981) or a money match computation if a greater benefit results.

Note 8 – Defined Benefit Pension Plan (continued)

(ii) Death Benefits. Upon the death of a non-retired member, the beneficiary receives a lump-sum refund of the member’s account balance (accumulated contributions and interest). In addition, the beneficiary will receive a lump-sum payment from employer funds equal to the account balance, provided one or more of the following contributions are met:
· member was employed by PERS Employer at the time of death,
· member died within 120 days after termination of PERS covered employment,
· member died as a result of injury sustained while employed in a PERS – covered job, or
· member was on an official leave of absence from a PERS – covered job at the time of death.
(iii) Disability Benefits. A member with 10 or more years of creditable service who becomes disabled from other than duty-connected causes may receive a non-duty disability benefit. A disability resulting from a job-incurred injury or illness qualifies a member (including PERS judge members) for disability benefits regardless of the length of PERS – covered service. Upon qualifying for either a non-duty or duty disability, service time is computed to age 58 (55 for police and fire members) when determining the monthly benefit.
(iv) Benefit Changes After Retirement. Members may choose to continue participation in a variable equities investment account after retiring and may experience annual benefit fluctuations due to the changes in the market value equity investments. Under ORS 238.360 monthly benefits are adjusted annually through cost-of-living changes. The cap on the COLA will vary based on the amount of the annual benefit.
(b) OPSRP Pension Program (OPSRP DB). The Oregon Chapter 238A Defined Benefit Pension Program provides benefits to members hired on or after August 29, 2003.

(i) Pension Benefits. This portion of OPSRP provides a life pension funded by employer contributions. Benefits are calculated with the following formula for members who attain normal retirement age:
Police and Fire: 1.8 percent is multiplied by the number of years of service and the final average salary. Normal retirement age for police and fire members is age 60 or age 53 with 25 years of retirement credit. To be classified as a police or fire member, the individual must have been employed continuously as a police or fire member for at least five years immediately preceding retirement.
General Service: 1.5 percent is multiplied by the number of years of service and the final average salary. Normal retirement age for general service members is age 65, or age 58 with 30 years of retirement credit. A member of the pension program becomes vested on the earliest of the following dates: the date the member completes 600 hours of service in each of the five calendar years, the date the member reaches normal retirement age, and if the pension program is terminated, the date on which termination becomes effective.
(ii) Death Benefits. Upon the death of a non-retired member, the spouse or other person who is constitutionally required to be treated in the same manner as the spouse receives the life 50 percent of the pension that would otherwise have been paid to the deceased member.
(iii) Disability Benefits. A member who has accrued 10 or more years of retirement credits before the member becomes disabled or a member who becomes disabled due to job-related injury shall receive a disability benefit of 45 percent of the member’s salary determined as of the last full month of employment before the disability.
(iv) Benefit Changes After Retirement. Under ORS 238A.210 monthly benefits are adjusted annually through cost-of-living changes. The cap on the COLA will vary based on the amount of the annual benefit.
Contributions
PERS funding policy provides for monthly employer contributions at actuarially determined rates. These contributions, expressed as a percentage of covered payroll, are intended to accumulate sufficient assets to pay benefits when due. The funding policy applies to the PERS Defined Benefit Plan and the Other Post-Employment Benefit Plans. Employer contribution rates during the period were based on the June 30, 2025 actuarial valuation which became effective December 31, 2023. Employer contributions for the year ended December 31, 2025 were $169,396.

Note 8 – Defined Benefit Pension Plan (continued)
At December 31, 2025, the District would report a net pension liability of $337,400, it’s proportionate share, if the entity didn’t use the accounting principles described in Note 1. The pension liability was measured as of December 31, 2025, and the total pension liability used to calculate the net pension liability was determined by an actuarial valuation as of that date. The District’s proportion of the net pension liability was based on a projection of the District’s long-term share of contributions to the pension plan relative to the projected contributions of all participating employers, actuarially determined. At June 30, 2025, the District’s proportion was 0.00433373 percent.
Deferred Outflow	Deferred Inflow
	of Resources			of Resources	

	Difference between expected and actual experience
	$
	61,734
	$
	1,379

	Changes in assumptions
	
	56,243
	
	-

	Net difference between projected and actual
	
	
	
	

	earnings on investments
	
	81,535
	
	-

	Changes in proportionate share of contributions
	
	100,925
	
	55,758

	Difference between employer contributions and
	
	
	
	

	employer's proportionate share of system
		34,361 
		26,192 

	Total (Prior to post-MD Contributions)
	334,798
	83,329

	Contributions subsequent to the MD
		85,931 
		N/A	

	Total (Net of contributions)
	 $	420,729 
	 $	83,329 




Amounts reported as deferred outflows or inflows of resources related to pension will be recognized in pension expense as follows:

Year End
 December 31,	Amount	
	2025
	$	108,071

	2026
	56,695

	2027
	45,778

	2028
	28,922

	2029
	12,002


	Thereafter	- 
 $	251,468 

All assumptions, methods, and plan provisions used in these calculations are described in the Oregon PERS system wide GASB 68 reporting summary dated February 10, 2026.

Note 9 – Other Information
Joint Works
The District participates with Rogue River Valley Irrigation District in developing and maintaining the system of canals and irrigation delivery systems above Bradshaw drop. Costs are recorded to expenditures as incurred. Costs are split one-third to Rogue River Valley Irrigation District and two-thirds to Medford Irrigation District.

State Unemployment Assessments
The District has adopted the reimbursement method of contributions to the State Employment Division in lieu of unemployment contributions at a set rate of payroll. Under this method, the District reimburses directly to the Oregon Unemployment Fund the actual amount of regular benefits paid to former District employees. The District paid the State Employment Division $0 during the year ended December 31, 2025, as reimbursement for actual benefits paid to former District employees.

Note 9 – Other Information (continued)
Cost Sharing Projects
Amounts received from grantor agencies are subject to compliance audits by the grantors or their representatives. The amount, if any, of expenditures which may be disallowed by the granting agencies cannot be determined at this time, although the District expects such amounts, if any, to be immaterial.
Water Rights
Rogue Basin Water Users Council, Inc.
On September 9, 2003, Talent Irrigation District, Medford Irrigation District, and Rogue Valley Irrigation District pooled their resources and created the Rogue Basin Water Users Council, Inc. (“RBWUC”). All three Districts initially funded the RBWUC by contributing $30,000 each. The District expenses the funds it contributes to the RBWUC when contributed. The District's share of the funds held by the RBWUC at fiscal year-end are not material and have been omitted from the District’s balance sheet. The RBWUC and its Joint Fund were established in connection with the Endangered Species Act, Biological Assessment, Biological Opinion, possible litigation with the BOR, and other related issues. The Joint Fund will pay for the legal fees, expenses, expert witnesses, biologists, hydrologists, auditor fees, spokesperson expenses, etc., in the representation of all the Districts.
Klamath Adjudication - RBWUC, Inc.
The Klamath Basin water rights prior to 1905 are currently being adjudicated by the Oregon Water Resources Department. The District, Rogue River Valley Irrigation District, and Talent Irrigation District split the costs equally on matters pertaining to the Four Mile Reservoir and Klamath Adjudication. The District pays 100% for their other water resources that are being adjudicated. There was $21,243 of legal costs for the fiscal year ended December 31, 2025 including the BIOP expense.

Bureau of Reclamation Safety of Dams (SOD) Program
The Bureau of Reclamation oversees the operation of more than 70 dams in the Pacific Northwest. The Safety of Dams program was created in response to the failure of Teton Dam in 1976. Since then, Reclamation has embarked on a rigorous review of every major dam in the region. Each major structure is periodically reviewed for resistance to seismic stability, overtopping, internal stability, and physical deterioration.
Howard Prairie Dam SOD
The cost of these SOD modifications is estimated at $12,500,000 with the District’s estimated share calculated at $101,138. Once the project is completed, Reclamation’s Contracting Officer will provide the District with the actual cost of the SOD modifications and the District’s actual Repayment Obligation.
The contract between the United States of America and the Medford Irrigation District for the repayment of the Safety of Dams costs was executed on January 18, 2018 as Contract No. 18SD101956. The terms of the contract call for the repayment of the District’s portion as follows:
Municipal and Industrial (M&I) Use Repayment Obligation
· Approximately 3.34% of the District’s irrigated land is considered M&I. According to the Safety of Dams Act, M&I lands are subject to interest during construction and repayment. Prior to substantial completion, the District and the Contracting Officer will work together to revise the M&I use estimate. The Contracting Officer will then include the revision in the written statement modifying the District's Repayment Obligation.
· The District has the option of repaying the M&I Use Repayment Obligation within one calendar year from the date of the Contracting Officer’s written statement or may elect to repay the M&I Use Repayment Obligation by making successive annual installment payments, either in advance of or concurrent with repayment of the District’s remaining obligation. Interest will continue to accrue until the M&I Use Repayment Obligation is paid in full.
· Beginning with the fifth year after the Contracting Officer’s written statement and every 5 years thereafter, the Contracting Officer will complete a review of the District’s water use and may revise the M&I Use Repayment Obligation.

Note 9 – Other Information (continued)
Irrigation Use Repayment Obligation
· Is the remaining amount after the calculation for the M&I Use Repayment Obligation.
· Is not subject to interest.
· Is payable in annual installments beginning after full payment of the Hyatt SOD Repayment Obligation in 2023. Annual installment payments of $32,764, less concurrent payments toward the M&I Use Repayment Obligation, are due and payable December 31st of each year.
· Beginning with the fifth year after the Contracting Officer’s written statement and every five years thereafter, the Contracting Officer will reevaluate the District’s ability to pay. If in the opinion of the Contracting Officer, the reevaluation indicates the District has an ability to pay greater than the annual installment of $32,764, the District will pay the greater amount for the next five-year period, but in no year shall the District pay less than $32,764. However, in no event shall the repayment period extend beyond 50 years.
· During the year ending December 31, 2025, the District paid $33,764 towards this obligation.


Note 10 – Subsequent Events
The District has evaluated subsequent events through March 25, 2026, the date these statements were available to be issued. There were no material subsequent events that required disclosure in these financial statements.
















SUPPLEMENTARY INFORMATION



For The Year Ended December 31, 2025


	Water
Operations and
	
Equipment

	  Maintenance   Administration  	Operations	 	Total	

	Above the drop expense
	$	12,842
	
	$	-
	
	$	-
	
	$	12,842

	Computer expenses
	-
	
	19,524
	
	-
	
	19,524

	Depreciation
	100,837
	
	3,817
	
	34,251
	
	138,905

	Dues and memberships
	-
	
	7,969
	
	-
	
	7,969

	Employee benefits and retirement
	-
	
	309,115
	
	-
	
	309,115

	Equipment rental
	-
	
	-
	
	924
	
	924

	Fuel and oil
	-
	
	-
	
	45,952
	
	45,952

	Insurance
	-
	
	89,012
	
	-
	
	89,012

	Interest expense
	-
	
	7,135
	
	-
	
	7,135

	Lease expense
	-
	
	4,741
	
	-
	
	4,741

	Legal and professional
	-
	
	51,642
	
	-
	
	51,642

	Licenses and permits
	-
	
	4,570
	
	-
	
	4,570

	Meetings, training, travel
	-
	
	2,769
	
	-
	
	2,769

	Office expenses
	-
	
	9,699
	
	-
	
	9,699

	Payroll taxes
	-
	
	52,000
	
	-
	
	52,000

	Recording fees
	-
	
	8,749
	
	-
	
	8,749

	Repairs and maintenance
	86,294
	
	2,451
	
	53,972
	
	142,717

	Salaries and wages - crew
	383,135
	
	-
	
	-
	
	383,135

	Salaries and wages - manager, foreman, supervisor
	-
	
	204,614
	
	-
	
	204,614

	Salaries and wages - office
	-
	
	94,652
	
	-
	
	94,652

	Supplies
	3,620
	
	3,120
	
	-
	
	6,740

	Telephone
	-
	
	9,369
	
	-
	
	9,369

	Utilities
	-
	
	16,061
	
	-
	
	16,061

	Miscellaneous
	17,287
	
	36,312
	
	-
	
	53,599

	Total Operating Expenses
	$	604,015
	
	$	937,321
	
	$	135,099
	
	$	1,676,435


























Medford Irrigation District Schedule of Operating Costs Modified Cash Basis


18

Medford Irrigation District
Schedule of Proportionate Share of the Net Pension Liability For The Year Ended December 31, 2025



	Year Ended
  June 30, 
	Proportion of the net Pension Liability
	(Asset)	
	Share of the Net Pension Liability
	(Asset)	
	
Covered
	Payroll	
	Liability (Asset) as a Percentage of its
	Covered Payroll	
	the Total Pension
	Liability	

	2016
	0.00445394%
	$	668,640
	$	330,977
	202.02%
	91.88%

	2017
	0.00492598%
	664,024
	320,620
	207.11%
	80.52%

	2018
	0.00291555%
	441,667
	322,907
	136.78%
	83.10%

	2019
	0.00328318%
	567,912
	425,979
	133.32%
	82.10%

	2020
	0.00408251%
	890,944
	463,060
	192.40%
	75.80%

	2021
	0.00444706%
	532,157
	431,549
	123.31%
	81.09%

	2022
	0.00443313%
	678,801
	488,408
	138.98%
	0%

	2023
	0.00374243%
	700,983
	650,353
	107.78%
	0%

	2024
	0.00365142%
	811,610
	603,785
	134.42%
	0%

	2025
	0.00433373%
	967,797
	631,742
	153.19%
	0%



Schedule of Contributions

	
	Contributions in
Relation to the
	
	
	
Contributions

	Year
Ended
	Contractually
Required
	Contractually
Required
	Contribution
Deficiency
	
District's Covered
	as a Percent of
Covered

	  June 30, 
		Contributions	
		Contribution	
		(Excess)	
		Payroll	
		Payroll	

	2016
	$	59,934
	$	59,934
	$
	-	$
	330,977
	18.1%

	2017
	60,246
	60,246
	
	-
	320,620
	18.8%

	2018
	75,765
	75,765
	
	-
	322,907
	23.5%

	2019
	60,653
	60,653
	
	-
	425,979
	14.2%

	2020
	80,695
	80,695
	
	-
	463,060
	17.4%

	2021
	109,154
	109,154
	
	-
	431,549
	25.3%

	2022
	115,639
	115,639
	
	-
	488,408
	23.7%

	2023
	156,771
	156,771
	
	-
	650,353
	24.1%

	2024
	153,603
	153,603
	
	-
	603,785
	25.4%

	2025
	169,396
	169,396
	
	-
	631,742
	26.8%
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Report on Compliance and on Internal Control over Financial Reporting Based on an Audit of Financial Statements Performed in Accordance with Oregon Minimum Standards
Independent Auditor’s Report
Board of Directors Medford Irrigation District Jacksonville, Oregon

We have audited the basic financial statements of Medford Irrigation District as of and for the year ended December 31, 2025, and have issued our report thereon dated March 25, 2026. We conducted our audit in accordance with auditing standards generally accepted in the United States of America.

Compliance
As part of obtaining reasonable assurance about whether Medford Irrigation District’s financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grants, including the provisions of Oregon Revised Statutes as specified in Oregon Administrative Rules 162-10-000 through 162-10-320 of the Minimum Standards for Audits of Oregon Municipal Corporations, noncompliance with which could have direct and material effect on the determination of financial statements amounts. 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.

We performed procedures to the extent we considered necessary to address the required comments and disclosures which included, but were not limited to the following:

Deposit of public funds with financial institutions (ORS Chapter 295) Indebtedness limitations, restrictions and repayment
Insurance and fidelity bonds in force or required by law Programs funded from outside sources
Authorized investment of surplus funds (ORS Chapter 294)
Public contracts and purchasing (ORS Chapters 279A, 279B, 279C)
In connection with our testing, nothing came to our attention that caused us to believe Medford Irrigation District was not in substantial compliance with certain provisions of laws, regulations, contracts, and grants, including the provisions of Oregon Revised Statutes as specified in Oregon Administrative Rules 162-10-000 through 162-10-320 of the Minimum Standards for Audits of Oregon Municipal Corporations.

OAR 162-10-0230 Internal Control
In planning and performing our audit, we considered Medford Irrigation District’s internal control over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of Medford Irrigation District’s internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of Medford Irrigation District’s internal control over financial reporting.


[image: ]






Restriction on Use
This report is intended solely for the information and use of District Board Members, management, and the State of Oregon, Secretary of State, Audits Division and is not intended to be and should not be used by anyone other than those specified parties.
Molatore & Co. LLP


Raymond D. Lang CPA, Partner

Klamath Falls, Oregon March 25, 2026
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Report on Compliance for Each Major Federal Program and
Report on Internal Control Over Compliance in Accordance with the Uniform Guidance


Independent Auditors’ Report
Board of Directors Medford Irrigation District
Report on Compliance for Each Major Federal Program

Opinion on Each Major Federal Program
We have audited Medford Irrigation District’s compliance with the types of compliance requirements identified as subject to audit in the OMB Compliance Supplement that could have a direct and material effect on each of Medford Irrigation District’s major federal programs for the year ended December 31, 2025. Medford Irrigation District’s major federal programs are identified in the summary of auditor’s results section of the accompanying schedule of findings and questioned costs.

In our opinion, Medford Irrigation District complied, in all material respects, with the compliance requirements referred to above that could have a direct and material effect on each of its major federal programs for the year ended December 31, 2025.
Basis for Opinion on Each Major Federal Program
We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of America (GAAS); the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of the United States (Government Auditing Standards); and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities under those standards and the Uniform Guidance are further described in the Auditor’s Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of Medford Irrigation District and to meet our other ethical responsibilities, in accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each major federal program. Our audit does not provide a legal determination of Medford Irrigation District’s compliance with the compliance requirements referred to above.
Responsibilities of Management for Compliance
Management is responsible for compliance with the requirements referred to above and for the design, implementation, and maintenance of effective internal control over compliance with the requirements of laws, statutes, regulations, rules and provisions of contracts or grant agreements applicable to Medford Irrigation District’s federal programs.
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Auditor’s Responsibilities for the Audit of Compliance
Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance requirements referred to above occurred, whether due to fraud or error, and express an opinion on Medford Irrigation District’s compliance based on our audit. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS, Government Auditing Standards, and the Uniform Guidance will always detect material noncompliance when it exists. The risk of not detecting material noncompliance resulting from fraud is higher than for that resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Noncompliance with the compliance requirements referred to above is considered material, if there is a substantial likelihood that, individually or in the aggregate, it would influence the judgment made by a reasonable user of the report on compliance about Medford Irrigation District’s compliance with the requirements of each major federal program as a whole.
In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform Guidance, we:
· Exercise professional judgment and maintain professional skepticism throughout the audit.
· Identify and assess the risks of material noncompliance, 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 Medford Irrigation District’s compliance with the compliance requirements referred to above and performing such other procedures as we considered necessary in the circumstances.
· Obtain an understanding of Medford Irrigation District’s internal control over compliance relevant to the audit in order to design audit procedures that are appropriate in the circumstances and to test and report on internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of Medford Irrigation District’s internal control over compliance. Accordingly, no such opinion is expressed.
We are required to communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal control over compliance that we identified during the audit.

Report on Internal Control Over Compliance
A deficiency in internal control over compliance exists when the design or operation of a control over compliance does not allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis. A material weakness in internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that material noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance requirement of a federal program that is less severe than a material weakness in internal control over compliance, yet important enough to merit attention by those charged with governance.
Our consideration of internal control over compliance was for the limited purpose described in the Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in internal control over compliance that might be material weaknesses or significant deficiencies in internal control over compliance. Given these limitations, during our audit we did not identify any deficiencies in internal control over compliance that we consider to be material weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal control over compliance and the results of that testing based on the requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.
Molatore & Co. LLP


Raymond D. Lang CPA, Partner

Klamath Falls, Oregon March 25, 2026
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Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an Audit of Financial Statements Performed in Accordance with Government Auditing Standards
Independent Auditor’s Report

Board of Directors Medford Irrigation District

We have audited, in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of the United States (Government Auditing Standards), the financial statements of the business-type activities of Medford Irrigation District as of and for the year ended December 31, 2025, and the related notes to the financial statements, which collectively comprise Medford Irrigation District’s basic financial statements, and have issued our report thereon dated March 25, 2026.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Medford Irrigation District’s internal control over financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of Medford Irrigation District’s internal control. Accordingly, we do not express an opinion on the effectiveness of Medford Irrigation District’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 have not been identified. However, as described in the accompanying schedule of findings and questioned costs, we identified certain deficiencies in internal control that we consider to be material weaknesses and significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement of Medford Irrigation District’s financial statements will not be prevented, or detected and corrected on a timely basis. We consider the deficiencies described in the accompanying schedule of findings and questioned costs as items 2025-001, 2025-002, and 2025-003 to be material weaknesses.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to merit attention by those charged with governance. We consider the deficiencies described in the accompanying schedule of findings and questioned costs as items 2025-004 and 2025-005 to be significant deficiencies.
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Report on Compliance and Other Matters
As part of obtaining reasonable assurance about whether Medford Irrigation District’s financial statements are free from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material effect on the financial statements. However, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required to be reported under Government Auditing Standards.

Medford Irrigation District’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on Medford Irrigation District’s response to the findings identified in our audit and described in the accompanying schedule of findings and questioned costs. Medford Irrigation District’s response was not subjected to the other auditing procedures applied in the audit of the financial statements and, accordingly, we express no opinion on the response.

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 Medford Irrigation District’s internal control or on compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standards in considering Medford Irrigation District’s internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

Molatore & Co. LLP


Raymond D. Lang CPA, Partner

Klamath Falls, Oregon March 25, 2026
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Section I: Summary of Auditor’s Results

Financial Statements

Type of report the auditor issued on whether the financial statements audited were prepared in accordance with GAAP:
UnmodifiedInternal control over financial reporting:
Noncompliance material to financial statements noted?
	Yes
	No




	· Material weakness(es) identified?
		Yes
		No

	· Significant deficiency(ies) identified?
		Yes
		None Reported
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Internal control over major federal programs:
· Material weakness(es) identified?
· Significant deficiency(ies) identified?
	Yes
	Yes
	No
	None Reported
Type of auditor's report issued on compliance for major federal programs:
Any audit findings disclosed that are required to be reported in accordance with 2 CFR 200.516(a)?
Identification of major federal programs:
Unmodified
	Yes
	No
Assistance Listing
Number(s)
66.458
Name of Federal Program or Cluster
Clean Water State Revolving Fund
Dollar threshold used to distinguish between type A and type B programs:
 $ 1,000,000
Auditee qualified as a low-risk auditee?
	Yes
	No

Medford Irrigation District Schedule of Findings and Questioned Costs
For The Year Ended December 31, 2025
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Section II: Financial Statement Findings
Finding 2025-001
Material Weakness in Internal Control over Financial Reporting—Failure to Capitalize Construction in Process

Criteria: The District’s written capitalization policy requires that capital projects with a total cost exceeding $5,000 and an estimated useful life exceeding one year be capitalized and depreciated over the useful life of the asset.

Condition: The District's internal control over financial reporting did not detect that construction in progress (CIP) on capital projects, the total of which exceeded the organization's capitalization threshold of $5,000, was improperly recorded as expenses instead of being capitalized as fixed assets.
Context: The error occurred because the District did not adequately record invoices on major capital projects as CIP assets but instead recorded them as expenses in the period incurred. The error was detected and corrected through auditor sampling rather than internal controls. The total amount of unrecorded CIP assets for the year ending December 31, 2025 was $3,268,826.
Effect or Potential Effect: The financial statements were understated regarding capital assets in the amount of $3,268,826 and overstated regarding expenses in the amount of $3,268,826, violating the organization’s capitalization policy.

Cause: The District’s staff incorrectly classified the capital project invoices as an expense rather than a major capital expenditure, failing to apply the internal capitalization threshold.

Recommendation: The District should implement a review process where the Accounting Manager reviews all invoices and expenses related to the capital projects currently underway to ensure proper classification.

Views of Responsible Officials and Planned Corrective Actions: Management agrees with the finding. The Accounting Manager will review all expenditures related to the capital projects currently underway to ensure these items are properly capitalized. The items identified in this finding have been adjusted in the general ledger.


Finding 2025-002
Material Weakness in Internal Control over Financial Reporting—Failure to Record Depreciation of Fixed Assets

Criteria: In accordance with U.S. Generally Accepted Accounting Principles (GAAP) and the District's capitalization policy, fixed assets must be depreciated over their estimated useful lives to properly match expenses with the revenue generated by those assets.

Condition: During the audit of the financial statements, it was noted that the District failed to record depreciation expense for the year ending December 31, 2025 on capital assets purchased in the previous fiscal year, as well as new assets acquired during the current year.
Context: Total unrecorded depreciation expense for the year ending December 31, 2025 was $138,905.

Effect or Potential Effect: Depreciation Expense and Accumulated Depreciation were understated by $138,905. Net Income and Net Book Value of Fixed Assets were overstated by $138,905.

Cause: The District failed to create a depreciation schedule for the year ending December 31, 2025 in the software they maintained. The District’s accounting software was not set up to automatically calculate depreciation and no manual journal entries were made to record depreciation expense.
Recommendation: We recommend that the District record annual depreciation expense based on a completed fixed asset schedule that includes all current asset additions and dispositions each year. Molatore & Co. LLP can prepare the schedule based on information provided by the District. The estimated depreciation should be entered into the accounting software by the District before the annual audit begins to ensure accurate accounting records.
Views of Responsible Official and Planned Corrective Actions: Management agrees with the finding. The District Office Manager will provide complete information for Molatore & Co. LLP to prepare a fixed asset schedule and calculate depreciation expense. The District Office Manager will review and approve the depreciation schedule prepared by Molatore & Co. LLP. The accounting department will update the fixed asset register at year end to reflect the accurate depreciation for the current year.

Section II: Financial Statement Findings (continued)
Finding 2025-003
Material Weakness in Internal Control over Financial Reporting—Failure to Record Long-Term Debt

Criteria: According to the modified cash basis of accounting, liabilities, including long-term debt, must be recorded when the entity becomes obligated for the debt and when the funds are received. Proper internal control requires that all loan agreements be reviewed and recorded in the financial management system to ensure accurate financial reporting.

Condition: During our audit, it was discovered that the District received funding in the form of a 50% forgivable loan to fund capital improvements. This was incorrectly recorded in the general ledger as income, resulting in an understatement of debt and an overstatement of net position in the draft financial statements.

Context: Total unrecorded debt for the year ending December 31, 2025 was $2,826,060. Failure to record debt is considered a material weakness in internal controls.
Effect or Potential Effect: The financial statements were materially misstated before audit adjustments. Audit adjustments were necessary to increase long-term debt by $2,826,060 and decrease income by $2,826,060.

Cause: The District lacked adequate internal controls and procedures to ensure all financial obligations are properly recorded in the general ledger.

Recommendation: We recommend that the District implement a policy requiring all new agreements to be reviewed by the board of directors and management to determine proper treatment. Additionally, there should be a review system in place to ensure that the debt obligation is properly recorded.

Views of Responsible Officials and Planned Corrective Actions: Management agrees with this finding. The accounting department has reviewed the loan documentation and has posted the necessary adjustments. Procedures have been updated to ensure all future debt is reported immediately.

Finding 2025-004
Significant Deficiency in Internal Control over Financial Reporting—Financial Reporting

Criteria: Management is responsible for establishing and maintaining internal controls over financial reporting, which includes the preparation of financial statements in accordance with the modified cash basis of accounting.

Condition: The District did not prepare financial statements for the fiscal year, including the Schedule of Expenditures of Federal Awards (SEFA). The audit team had to prepare the financial statements and the SEFA from the trial balance and propose significant audit adjustments.

Context: The District has an inadequate design of internal control over the preparation of the financial statements being audited and preparation of the trial balance used to the prepare these financial statements.
Effect or Potential Effect: The trial balance was materially misstated and required significant audit adjustments in order to be complete before the auditors were able to prepare the financial statements in accordance with the modified cash basis of accounting.

Cause: The organization lacks sufficient personnel with the expertise required to prepare modified cash basis financial statements, including note disclosures.

Recommendation: Currently, the financial statements are prepared for the District by the auditors. The District must be in a position to take responsibility for these financial statements. Additionally, there should be a system in place to ensure that the accounting transactions are properly recorded in the trial balance before the audit begins.

Views of Responsible Officials and Planned Corrective Actions: Management concurs with this finding. Due to the small size of the District and limited staff, the District does not have the ability to prepare financial statements and note disclosures in accordance with the modified cash basis of accounting.

Section II: Financial Statement Findings (continued)
Finding 2025-005
Significant Deficiency in Internal Control over Financial Reporting—Inadequate Segregation of Duties

Criteria: Management is responsible for designing and implementing internal controls to ensure that financial reporting is reliable, assets are safeguarded, and transactions are authorized. A fundamental principle of internal control is that no single employee should have the ability to both perpetrate and conceal errors or fraud in the normal course of their duties. Ideal internal control requires separation of custody, authorization, and recording (e.g., one person handles cash, another records it, a third reconciles the bank statement).

Condition: Due to Medford Irrigation District having a limited number of personnel, there are instances where there is not the opportunity for adequate segregation of duties to prevent the misappropriation of cash received by the District.

Context: Due to the limited staffing, the same staff person may receive, record, and deposit the funds of the District.
Effect or Potential Effect: The lack of segregation of duties creates a reasonable possibility that a material misstatement of the financial statements will not be prevented or detected and corrected on a timely basis. Inadequate segregation increases the risk of misappropriation of assets, such as the potential for theft of cash receipts before they are recorded, or the creation of fictitious vendors, which might go undetected due to the lack of independent review.

Cause: The District has limited administrative staff and has not implemented adequate compensating controls to offset the lack of segregation although they do require a second person to verify deposits and reconciliations of cash and other items.

Recommendation: If segregation is not possible due to size, the District Manager or a Board Member should formally review and approve bank reconciliations, vendor additions, and monthly financial statements, documenting their review with a signature.

Views of Responsible Officials and Planned Corrective Actions: Management concurs with the finding. The District Manager will begin reviewing and signing off on monthly bank reconciliations, effective immediately. The District will explore options to have a Board Member review vendor additions to the system.



Section III: Federal Awards Findings

No findings to report.


Federal Grantor/	Pass-Through
Pass-Through Grantor/	Federal Assistance	Entity
Program Title	Listing Number	Number	Expenditures


Medford Irrigation District Schedule of Expenditures of Federal Awards
For The Year Ended December 31, 2025
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U.S. Department of Agriculture
Watershed Protection and Flood Prevention	10.904	N/A


$	393,328



Total U.S. Department of Agriculture	393,328


U.S. Environmental Protection Agency
	Economic Develop ment Planning Grant
	66.202
	N/A
	544,501

	Oregon Department of Environmental Quality
Clean Water State Revolving Fund
	
66.458
	
4C-02J42701-0
	
2,454,928

	Total U.S. Environmental Protection Agency
	
	
	2,999,429




U.S. Department of Energy
	Renewable Energy Research and Develop ment
	81.087
	N/A
	10,615

	Total U.S. Department of Energy
	
	
	10,615

	

Total Expenditures of Federal Awards
	
	
	

$	3,403,372





Note 1 – Summary of Significant Accounting Policies

Basis of Presentation
The Schedule of Expenditures of Federal Awards is presented on the modified cash basis of accounting. The information in the schedule is presented in accordance with the requirements of the Uniform Guidance; therefore, some amounts presented in the schedule may differ from amounts presented in, or used in the preparation of, the basic financial statements.

Indirect Cost Rate
Medford Irrigation District does not use the 10% de minimis indirect cost rate as allowed by the Uniform Guidance.
Federal Financial Assistance
Pursuant to Uniform Guidance, federal financial assistance is defined as assistance provided by a federal agency, either directly or indirectly, in the form of grants, contracts, cooperative agreements, loans, loan guarantees, property, interest subsidies, insurance or direct appropriations. Accordingly, non-monetary federal assistance, including federal surplus property, is included in federal financial assistance and, therefore, is reported on the schedule of expenditures of federal awards, if applicable. Federal financial assistance does not include direct federal cash assistance to individuals. Solicited contracts between the state and federal government for which the federal government procures tangible goods or services are not considered to be federal financial assistance.

Major Programs
Uniform Guidance establishes criteria to be used in defining major federal financial assistance programs. Major programs for Medford Irrigation District are those programs selected for testing by the auditor using a risk-assessment model, as well as certain minimum expenditure requirements, as outlined in Uniform Guidance. Programs with similar requirements may be grouped into a cluster for testing purposes.

Reporting Entity
The reporting entity is fully described in the notes to the financial statements. The schedule includes all federal programs administered by Medford Irrigation District for the year ended December 31, 2025.
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