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INDEPENDENT AUDITORS' REPORT 

To the Honorable Chair and Members of the Governing Board 
Banning Redevelopment Agency, California 
 
We have audited the accompanying financial statements of the governmental activities and each major 
fund of the Banning Redevelopment Agency, a component unit of the City of Banning, California as of 
and for the year ended June 30, 2007, which collectively comprise the Agency's basic financial 
statements as listed in the table of contents.  These financial statements are the responsibility of the 
Banning Redevelopment Agency's management.  Our responsibility is to express opinions on these 
financial statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and Government Auditing Standards, issued by the Comptroller General of the United States. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatements.  An audit includes examining, on a 
test basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also 
includes assessing the accounting principles used and significant estimates made by management, as 
well as evaluating the overall financial statement presentation.  We believe that our audit provides a 
reasonable basis for our opinions. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, each major fund and the aggregate remaining 
fund information of the Banning Redevelopment Agency as of June 30, 2007, and the respective changes 
in financial position thereof for the year then ended in conformity with accounting principles generally 
accepted in the United States of America. 
 
In accordance with Government Auditing Standards, issued by the Comptroller General of the United 
States, we have also issued our report dated December 21, 2007, on our consideration of the Banning 
Redevelopment Agency’s internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, grant agreements and other matters.  The purpose of 
that report is 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 internal control over 
financial reporting or on compliance.  That report is an integral part of an audit performed in accordance 
with Government Auditing Standards and should be considered in assessing the results of our audit. 
 
The management's discussion and analysis is not a required part of the basic financial statements but is 
supplementary information required by the Governmental Accounting Standards Board.  We have applied 
certain limited procedures, which consisted principally of inquiries of management regarding the methods 
of measurement and presentation of the required supplementary information.  However, we did not audit 
the information and express no opinion on it. 
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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 GOVERNMENT AUDITING STANDARDS 
 
To the Honorable Chair and Members of the Governing Board 
Banning Redevelopment Agency, California 
 
We have audited the financial statements of the governmental activities and each major fund of the 
Banning Redevelopment Agency as of and for the year ended June 30, 2007, which collectively comprise 
the Banning Redevelopment Agency’s basic financial statements and have issued our report thereon 
dated December 21, 2007.  We conducted our audit 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. 
 

Internal Control Over Financial Reporting 
 
In planning and performing our audit, we considered the Banning Redevelopment Agency’s internal 
control over financial reporting as a basis for designing our auditing procedures for the purpose of 
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on 
the effectiveness of the Agency’s internal control over financial reporting. Accordingly, we do not express 
an opinion on the effectiveness of the Agency’s internal control over financial reporting. 

A control deficiency 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 
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of control 
deficiencies, that adversely affects the Agency’s ability to initiate, authorize, record, process, or report 
financial data reliably in accordance with generally accepted accounting principles such that there is more 
than a remote likelihood that a misstatement of the Agency’s financial statements that is more than 
inconsequential will not be prevented or detected by the Agency’s internal control. We consider the 
following deficiency described to be a significant deficiency in internal control:  

Accounts Payable 

During our audit, we identified certain vendor invoices which were accrued as a liability for the 
fiscal year ended June 30, 2007 however they pertained to the fiscal year ending June 30, 2008. 
The items were placed in the incorrect fiscal year as a result of a financial system issue.  We 
recommend that invoice posting be reviewed at year end to verify that they are recorded in the 
proper period. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that a material misstatement of the financial statements will not be 
prevented or detected by the Agency’s internal control. 
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Management’s Discussion and Analysis 

 
As management of the Banning Redevelopment Agency, we offer readers of the 
Banning Redevelopment Agency's financial statements this narrative overview and 
analysis of the financial activities of the Banning Redevelopment Agency for the fiscal 
year ended June 30, 2007.  
 
Financial Highlights 
 
• The Agency’s net assets increased by $42,426 as a result of the governmental 

activities. 
• As of the end of the current fiscal year, the Agency’s governmental funds reported 

combined ending fund balances of $43,356,698. 
• The total general revenues were $5,684,018. 
• The total program expenses were $5,641,592. 
 
Overview of the Financial Statements 
 
This discussion and analysis are intended to serve as an introduction to the Banning 
Redevelopment Agency's basic financial statements.  The Banning Redevelopment 
Agency's basic financial statements comprise three components: 1) government-wide 
financial statements, 2) fund financial statements, and 3) notes to the financial 
statements.   
 
Government-wide financial statements.  The government-wide financial statements 
are designed to provide readers with a broad overview of the Banning Redevelopment 
Agency's finances, in a manner similar to a private-sector business. 
 
The statement of net assets presents information on all of the Banning Redevelopment 
Agency's assets and liabilities, with the difference between the two reported as net 
assets.  Over time, increases or decreases in net assets may serve as a useful indicator 
of whether the financial position of the Banning Redevelopment Agency is improving or 
deteriorating. 
 
The statement of activities presents information showing how the government's net 
assets changed during the most recent fiscal year.  All changes in net assets are 
reported as soon as the underlying event giving rise to the change occurs, regardless of 
the timing of related cash flows.  Thus, revenues and expenses are reported in this 
statement for some items that will only result in cash flows in future fiscal periods (e.g., 
uncollected taxes).  
 
Both of the government-wide financial statements distinguish functions of the Banning 
Redevelopment Agency that are principally supported by taxes and intergovernmental 
revenues (government activities) from other functions that are intended to recover all or 
a significant portion of their costs through user fees and charges (business-type 
activities).  The governmental activities of the Banning Redevelopment Agency include 
general government, community development, contributions to other governments and 
interest on long-term debt. 
 
Fund financial statements. A fund is a grouping of related accounts that is used to 
maintain control over resources that have been segregated for specific activities or 
objectives.  The Banning Redevelopment Agency, like other local governments, uses 
fund accounting to ensure and demonstrate compliance with finance-related legal 
requirements.  All of the funds of the Banning Redevelopment Agency are governmental 
funds. 
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Governmental funds.  Governmental funds are used to account for essentially the 
same functions reported as governmental activities in the government-wide financial 
statements.  However, unlike the government-wide statements, governmental fund 
financial statements focus on near-term and outflows of spendable resource, as well as 
on balances of spendable resources available at the end of the fiscal year.  Such 
information may be useful in evaluating a government's near-term financing 
requirements. 
 
Because the focus of governmental funds is narrower than that of the government-wide 
financial statements, it is useful to compare the information presented for governmental 
funds with similar information presented for governmental activities in the government-
wide financial statements.  By doing so, readers may better understand the long-term 
impact of the government's near-term financing decisions.  Both the governmental fund 
balance sheet and the governmental fund statement of revenues, expenditures, and 
changes in fund balances provide a reconciliation to facilitate this comparison between 
governmental funds and governmental activities. 
 
The Banning Redevelopment Agency maintains three individual governmental funds.  
Information is presented separately in the governmental fund balance sheet and in the 
governmental fund statement of revenues, expenditures, and changes in fund balances 
for the funds, all of which are considered to be major funds.  
 
Notes to the financial statements.  The notes provide additional information that is 
essential to a full understanding of the data provided in the government-wide and fund 
financial statement.  
 
Government-wide Financial Analysis 
 
Our analysis focuses on the net assets and changes in net assets of the Agency’s 
governmental activities.  
 

Banning Redevelopment Agency Net Assets 
(in Thousands) 

 
Governmental Activities
2007 2006

Current and other assets 53,246$   23,161$  

 Total assets 53,246    23,161   
 
Long-term debt outstanding 47,606    19,089   
Other liabilities 7,746      6,220     

 
Total liabilities 55,352    25,309   

Net assets:
Invested in capital assets 1,178      1,340     
Restricted 9,135      4,843     
Unrestricted (12,418)   (8,331)    

Total net assets (2,105)$    (2,148)$   
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The Agency’s net assets increased $42,426 to $(2,105,387).  This increase comes from 
the change in net assets as recorded in the Statement of Activities and flows through the 
Statement of Net Assets. 
    
Government Activities.  Governmental activities increased the Banning 
Redevelopment Agency's net assets by $42,426.  Key elements of the change are as 
follows: 

 
Banning Redevelopment Agency Changes in Net Assets 

(in Thousands) 
 

Governmental Activities
2007 2006

Revenues
Program revenues:

Charges for services -$          4$          
Operating contributions and grants -           -             
Capital contributions and grants -           -             

General revenues:
Tax Increment 4,353   3,554     
Intergovernmental -           65          
Investment income 1,275   1,031     
Other 56        168        

Total revenues 5,684   4,822     

Expenses
General government 2,809   1,387     
Community Development 1,658   68          
Interest on long-term debt 1,174   943        
Contributions to other governments -           125        

Total expenses 5,641   2,523     

Increase in net assets (43)$      (2,299)$  

 
 

The Agency's total revenues are $5,684,018 while total expenses of all programs and 
services are $5,641,592. 
 
The following presents the cost of each of the Agency’s programs—general 
government,  community development, interest on long-term debt and contributions to 
other governments—as well as each program’s net cost (total cost less revenues 
generated by the activities).  The net cost is the financial burden that was placed on the 
Agency’s taxpayers by each of these functions. 
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Banning Redevelopment Agency Governmental Activities 
(in Thousands) 

 

 

Total Cost Net Cost
of Services of Services

2007 2007

General government 2,810$    (2,810)$    
Community development 1,658     (1,658)      
Interest on long-term debt 1,174     (1,174)      

Totals 5,642$    (5,642)$    

 
 

• General Government and Community Development includes expenditures for 
capital outlay, funded by previous year’s revenue and bond proceeds. 

  
• The net cost of services indicates that the overall cost of government is more 

than the revenues generated to support it.  The Agency is not recovering the cost 
of services with program revenues from user fees and other contributions.  See 
the Statement of Activities for further detail on program revenues and general 
revenues. 

 
Financial Analysis of the Agency’s Funds 
 
The Banning Redevelopment Agency uses fund accounting to ensure and demonstrate 
compliance with finance-related legal requirements. 
 
Governmental funds.  The focus of the Banning Redevelopment Agency's 
governmental funds is to provide information on near-term inflows, outflows, and 
balances of spendable resources.  Such information is useful in assessing the Banning 
Redevelopment Agency's financing requirements.  In particular, unreserved fund 
balance may serve as a useful measure of a government's net resources available for 
spending at the end of the fiscal year. 
 
As of the end of the current fiscal year, the Banning Redevelopment Agency’s 
governmental funds reported combined ending fund balances of $43,356,698. 
  
Capital Outlay and Bond Administration 
 
Capital Outlay.  The Agency’s five-year Capital Redevelopment Plan projects spending 
approximately $22.3 million from fiscal year 2004-05 through fiscal year 2008-09.  In 
2003, debt was issued to fund approximately $10.4 million.  In May of 2007 additional 
debt was issued netting approximately $25 million more for additional capital projects.    
The most significant projects include continued code enforcement within the project 
area, façade improvement programs, land purchases and infrastructure improvements, 
specifically street and road improvements.  Also included in the above are affordable 
housing projects funded from the Redevelopment Agency Low and Moderate Housing 
Fund. 
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Long-term debt.  At the end of the current fiscal year, the Banning Redevelopment 
Agency had total bonded debt outstanding for the Banning Redevelopment Agency and 
the Banning Financing Authority of $47,970,000. 
 
With relation to the 2003 issue, Standard & Poor’s Corporation and Fitch Ratings 
assigned the tax allocation bonds a rating of “AA” upon their issuance. 
 
With relation to the 2007 issue, Standard & Poor’s Corporation and Fitch Ratings 
assigned the tax allocation bonds a rating of “AAA” upon their issuance 
 
Contacting The Agency’s Financial Management 
 
This financial report is designed to provide our citizens, taxpayers, customers, investors, 
and creditors with a general overview of the Agency’s finances and to show the 
Agency’s accountability for the money it receives.  If you have questions about this 
report or need additional financial information, contact the Agency’s Finance 
Department, at the Banning Redevelopment Agency, P.O. Box 998, Banning, CA 
92220. 
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