BARTLETT, PRINGLE & WOLF, LLP

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

January 21, 2016

Board of Directors _
Santa Barbara County Air Pollution Control District

We are pleased to present this report related to our audit of the financial statements and
compliance of Santa Barbara County Air Pollution Control District (the District) for the
year ended June 30, 2015. This report summarizes certain matters required by
professional standards to be communicated to you in your oversight responsibility for the
District's financial reporting process.

Generally accepted auditing standards (AU-C 260, The Auditor’s Communication with
Those Charged with Governance) require the auditor to promote effective two-way
communication between the auditor and those charged with governance. Consistent with
this requirement, the following summarizes our responsibilities regarding the financial
statement audit as well as observations arising from our audit that are significant and
relevant to your responsibility to oversee the financial reporting process.

Our Responsibilities With Regard to the Financial Statement Audit

Our responsibilities under auditing standards generally accepted in the United States of
America have been described to you in our arrangement letter dated February 3, 2015,
which includes communication regarding the planned scope and timing of our audit and
our identification of and planned audit response to significant risks of material
misstatement. The audit of the financial statements does not relieve management or those
charged with governance of their responsibilities which are also described in that letter.

Accounting Policies and Practices

The following is a list of significant estimates which you may wish to monitor during
your oversight responsibilities of the financial reporting process:

Preferability of Accounting Policies and Practices
Under generally accepted principles, in certain circumstances, management may select

among alternative accounting practices. In our view, in such circumstances, management
has selected the preferable accounting practice.
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Adoption of, or Change in, Accounting Policies

Management has the ultimate responsibility for the appropriateness of the accounting
policies used by the District. The following is a description of significant accounting
policies or their application that were either initially selected or changed during the year.

Statement No. 68 Accounting and Financial Reporting for Pensions—an amendment of
GASB Statement No. 27. This Statement replaces the requirements of Statement No. 27,
Accounting for Pensions by State and Local Governmental Employers and Statement
No. 50, Pension Disclosures, as they relate to governments that provide pensions
through pension plans administered as trusts or similar arrangements that meet certain
criteria. Statement 68 requires governments providing defined benefit pensions to
recognize their long-term obligation for pension benefits as a liability for the first time,
and to more comprehensively and comparably measure the annual costs of pension
benefits. The Statement also enhances accountability and transparency through revised
and new note disclosures and required supplementary information (RSI). The
provisions of this Statement are effective for financial statements for fiscal years
beginning after June 15, 2014.

Statement No. 71 Pension Transition for Contributions Made Subsequent to the
Measurement Date. This Statement amends paragraph 137 of Statement No. 68. The
requirements of this Statement apply to all state and local governments that are required
to apply the provisions of Statement No. 68 for defined benefit pensions. This statement
recognizes that at the beginning of the period in which the provisions of Statement No.
68 are adopted, there may be circumstances in which it is not practical for a
government to determine the amounts of all applicable deferred inflows of resources
and deferred outflows of resources related to pensions. In such circumstances, the
government should recognize a beginning deferred outflow of resources only for its
pension contributions, if any, made subsequent to the measurement date of the
beginning net pension liability but before the start of the government’s fiscal year.
Additionally, in those circumstances, no beginning balances for other deferred outflows
of resources and deferred inflows of resources related to pensions should be recognized.
The provisions of this Statement are effective for financial statements for fiscal years
beginning after June 15, 2014.

Significant or Unusual Transactions
We did not identify any significant or unusual transactions or significant accounting

policies in controversial or emerging areas for which there is a lack of authoritative
guidance or consensus.
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Management s Judgments and Accounting Estimates

Accounting estimates are an integral part of the preparation of financial statements and
are based upon management’s current judgment. The process used by management
encompasses their knowledge and experience about past and current events and certain
assumptions about future events. You may wish to monitor throughout the year the
process used to determine and record these accounting estimates. The following describes
the significant accounting estimates reflected in the District’s financial statements:

Depreciation

Depreciation for fixed assets is taken on a straight-line basis over the expected life of
cach fixed asset. This method meets the generally accepted accounting principles
requirement of being systematic and rational.

Other Post-Employment Benefits (Prepaid)

The cost of Other Post-Employment Benefits is calculated based on the annual
required contribution of the employer. This amount is calculated by an actuary in
accordance with the parameters of GASB 45 and the resulting contributions made to
the plan were the key component of the prepaid other employment benefits asset on
the balance sheet.

Net Pension Liability

In accordance with GASB Statement No. 68, each participating cost-sharing employer
is required to report its proportionate share of the collective net pension liability,
pension expense, and deferred outflows/inflows of resources. CalPERS actuaries
calculated these amounts in accordance with the parameters of GASB 68.

Audit Adjustments

Audit adjustments recorded by the District to the government-wide financial statements
are as follows:
e $7,778,810 to restate beginning net position for the beginning net pension liability
as required for GASB 68 implementation.
e $2,954,922 to record the current year annual activity related to the net pension
liability and related deferred inflows and outflows, as required by GASB 68.

Uncorrected Misstatements

We are not aware of any uncorrected misstatements other than misstatements that are
clearly trivial.
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Disagreements with Management

We encountered no disagreements with management over the application of significant
accounting principles, the basis for management’s judgments on any significant matters,
the scope of the audit, or significant disclosures to be included in the financial statements.

Consultations with Other Accountants

We are not aware of any consultations management had with other accountants about
accounting or auditing matters.

Significant Issues Discussed with Management

No significant issues arising from the audit were discussed or were the subject of
correspondence with management,

Significant Difficulties Encountered in Performing the Audit

We did not encounter any significant difficulties in dealing with management during the
audit.

Management Representations

In conjunction with the audit of the financial statements, we have been provided a letter
of certain representations from management.

Conclusion

We will be pleased to respond to any questions you have about the foregoing matters. We
appreciate the opportunity to continue to be of service to the Santa Barbara County Air
Pollution Control District.

This report is intended solely for the information and use of the Board of Directors and
management and is not intended to be and should not be used by anyone other than the
specified parties.

Very truly yours,

Baitlatt | Cumzd o], 1P

BARTLETT, PRINGLE & WOLF, LLP
Certified Public Accountants and Consultants



