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We are pleased to present this report related to our audit of the basic financial statements of the City of
Santa Clarita (the City) as of and 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 City’s financial reporting process.
This report is intended solely for the information and use of the City Council and management, and is not
intended to be, and should not be, used by anyone other than these specified parties. It will be our
pleasure to respond to any questions you have about this report. We appreciate the opportunity to
continue to be of service to the City of Santa Clarita.
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Required Communications
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.
Area

Comments

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 June 18, 2015

Overview of the Planned
Scope and Timing of the
Financial Statement Audit

We have issued a separate communication regarding the planned
scope and timing of our audit and have discussed with you our
identification of, and planned audit response to, significant risks of
material misstatement.

Accounting Policies and
Practices

Preferability of Accounting Policies and Practices
Under generally accepted accounting principles, in certain
circumstances, management may select among alternative
accounting practices. In our view, in such circumstances,
management has selected the preferable accounting practice.
Adoption of, or Change in, Accounting Policies
Management has the ultimate responsibility for the appropriateness of
the accounting policies used by the City. Following is a description of
a significant accounting policy changed during the year:


Implementation of Governmental Accounting Standards Board
(GASB) Statement No. 68, Accounting and Financial Reporting
for Pensions—an amendment of GASB Statement No. 27, and
GASB Statement No. 71, Pension Transition for Contributions
Made Subsequent to the Measurement Date—an amendment to
GASB Statement No. 68. See Note 12 to the financial statements
for information regarding the impact the implementation had on
the City.

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.
Management’s Judgments and Accounting Estimates
Summary information about the process used by management in
formulating particularly sensitive accounting estimates and about our
conclusions regarding the reasonableness of those estimates is in the
attached Summary of Significant Accounting Estimates.
Audit Adjustments

Audit adjustments proposed by us and recorded by City of Santa
Clarita are shown in the attached Summary of Recorded Audit
Adjustments.

Uncorrected Misstatements

Uncorrected misstatements are summarized in the attached Summary
of Uncorrected Misstatements.
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Area

Comments

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 basic 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 with 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.

Significant Written
Communications Between
Management and Our Firm

Copies of significant written communications between our firm and the
management of the City, which are the representation letters provided
to us by management, are attached as Exhibit A.
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Summary of Significant 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 its 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 City’s June 30, 2015 basic
financial statements.

Estimate
Useful Lives of LongLived Assets

Management’s
Estimation Process

Accounting Policy
The estimated useful
lives determined for
assets have the
following ranges:

Management
determines useful lives
based on past
experience, engineer
estimates and industry
norms. Management
monitors and updates
useful lives on a regular
basis. The impacts of
prominent events or
circumstances may
require management to
assess whether an
impairment of a capital
asset has occurred.

Site improvements, five
to 25 years; buildings
and related
improvements are five
to 50 years; equipment,
two to five years; and
infrastructure, 20 to 60
years.
These assets are
depreciated using the
straight-line method.
Land is a long-lived
asset but is not
depreciated.
Construction in progress
is not depreciated until
placed into service.

Net Pension Liability

Basis for Our
Conclusions on
Reasonableness of
Estimate
We have tested the
reasonableness of
information underlying
management’s
estimation on the useful
lives of long-lived
assets. Based on our
procedures, we
concluded that assigned
useful lives of capital
assets are reasonable.

A capital asset is
considered impaired if
both the decline in the
service utility of the
capital asset is large in
magnitude and the
event or change in
circumstance is outside
the normal life cycle of
the capital asset.

Pension plans that meet
the criteria for
recognition in
accordance with GASB
Statement No. 68 are
measured at the net of
actuarially determined
total pension liabilities
and fiduciary net plan
assets. If the total
pension liabilities
exceed the fiduciary net
plan assets, it results in
a net pension liability,
whereas a net pension
asset is recorded if the

Management utilizes the
California Public
Employees’ Retirement
System’s (CalPERS)
actuaries for its defined
benefit plan.
Management reviewed
and approved the
actuarial assumptions
and calculations used to
determine the net
pension liability and
related components.
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We tested the
reasonableness of the
information underlying
the actuarial
evaluations. Based on
our procedures, we
concluded that the net
pension liability
recorded is reasonable;
however, an unrecorded
adjustment is noted for
difference between the
7.50 percent discount
rate used to value the
total pension liability
and the 7.65 percent

Estimate

Management’s
Estimation Process

Accounting Policy

Net Pension Liability
(Continued)

total pension liability is
less than the fiduciary
net plan assets.

Post-Employment
Benefits Other Than
Pensions (OPEB)

An OPEB asset is
recorded if contributions
exceed the annual
required contribution,
whereas an OPEB
liability is recorded if the
contributions are less
than the annual required
contribution.

Basis for Our
Conclusions on
Reasonableness of
Estimate
investment return
excluding the
administrative expense
determined by
CALPERS.

Management utilizes an
actuarial consulting firm
to perform an evaluation
using the entry age
actuarial cost method
for its OPEB.
Management reviewed
and approved the
actuarial assumptions
and calculations used to
determine the OPEB
costs.
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We tested the
reasonableness of the
information underlying
the actuarial
evaluations. Based on
our procedures, we
concluded that the
OPEB costs recorded
are reasonable.

Summary of Recorded Audit Adjustments
Description
• To adjust net OPEB asset
• To adjust capital assets for current year
duplications
• Record sales tax fourth quarter true-up
payment
• To adjust unavailable revenues
• Reverse contingent liability for unspent bond
proceeds after approval from California
Department of Finance
• To adjust unearned revenues
Current year effect of change
in net position
Effect on ending net position

Description
• Record sales tax fourth quarter true-up
payment
• To adjust unearned revenues
Current year effect of change
in fund balance
Effect on ending fund balance

Description
• Reverse contingent liability for unspent bond
proceeds approved by California Department
of Finance
Current year effect of change
in fund balance
Effect on ending fund balance

Assets
$

Description
• Reverse receivable from City for unspent
bond proceeds that were approved by
California Department of Finance
Current year effect of change
in net position
Effect on ending net position

939,848

$

(2,608,731)

$ (1,003,341)

$

665,542
665,542

$

$

$

-

$

-

-

(939,848)
2,608,731

-

11,852

6,104,268
(29,190)

-

29,190

(6,104,268)
-

41,042

$ (4,435,385)

General Fund
Effect—Debit (Credit)
Liabilities
Fund Balance
Revenues

Expenditures

(665,542)
(29,190)
(694,732)

(4,394,343)
$ (4,394,343)

$

$

29,190
29,190

$

-

$ 6,104,268

$

$

-

$ 6,104,268

(6,104,268)
$ (6,104,268)

Assets

$

-

$

29,190

$

-

$

29,190

$

-

Expenditures

$

-

$ (6,104,268)

$

-

$ (6,104,268)

Nonmajor Governmental Funds
Effect—Debit (Credit)
Liabilities
Fund Balance
Revenues

Expenditures

$

-

$

(11,852)

$

$

-

$

(11,852)

$

-

-

$

Public Library Special Revenue Fund
Effect—Debit (Credit)
Liabilities
Fund Balance
Revenues

Assets

Expenses

(665,542)
(11,852)

$ 5,397,684

Assets
$

-

665,542
-

Description
• To adjust unavailable revenues
Current year effect of change
in fund balance
Effect on ending fund balance

Governmental Activities
Effect—Debit (Credit)
Liabilities
Net Position
Revenues

11,852
11,852

$

11,852

$

-

$

11,852

$

-

Fiduciary Activities
Effect—Debit (Credit)
Liabilities
Net Position
Revenues

Assets

$ (6,104,268)

$

-

$

$ (6,104,268)

$

-

$
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6,104,268
6,104,268

Expenses

$ 6,104,268

$

-

$ 6,104,268

$

-

Summary of Uncorrected Misstatements
During the course of our audit, we accumulated uncorrected misstatements that were determined by
management to be immaterial, both individually and in the aggregate, to the financial position, results of
operations, cash flows and related financial statement disclosures. Following is a summary of those
differences.

Description
• Reversed opening net position misstatements
• Unrecorded accounts payables
• Estimated variance between 7.50% and 7.65%
discount rate used to measure net pension
liability
Current year effect of change
in net position
Effect on ending net position

Description
• Estimated variance between 7.50% and 7.65%
discount rate used to measure net pension
liability
Current year effect of change
in net position
Effect on ending net position

Assets
$

Description
• Estimated variance between 7.50% and 7.65%
discount rate used to measure net pension
liability
Current year effect of change
in net position
Effect on ending net position

-

$

$

(12,739)

-

2,613,138

-

$ 2,600,399

$

3,500
-

$

(2,603,899)
$ (2,600,399)

$

-

Expenses
$

(3,500)
12,739

-

(2,613,138)

-

$ (2,603,899)

Transit Enterprise Funds (Business-type Activities)
Effect—Debit (Credit)
Assets
Liabilities
Net Position
Revenues
Expenses

$

-

$

95,058

$

$

-

$

95,058

$

(95,058)
(95,058)

$

-

$

(95,058)

$

-

$ (95,058.00)

Bridges and Thoroughfare Special Revenue Fund
Effect—Debit (Credit)
Assets
Liabilities
Fund Balance
Revenues
Expenditures

Description
• Unrecorded accounts payables
Current year effect of change
in fund balance
Effect on ending fund balance

Governmental Activities
Effect—Debit (Credit)
Liabilities
Net Position
Revenues

$

-

$

(12,739)

$

$

-

$

(12,739)

$

12,739
12,739

$

-

$

12,739

$

-

$

12,739

Aggregate Nonmajor Funds
Effect—Debit (Credit)
Liabilities
Net Position
Revenues

Assets

$

-

$

10,020

$

$

-

$

10,020

$
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(10,020)
(10,020)

Expenses

$

-

$

(10,020)

$

-

$

(10,020)
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