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Independent Auditors' Report

Board of Direclors
New Mexico Lollery Aulhority

We have audited the accompanying financial statements of the business-type activities, and
the aggregale remaming [und imformation of (he State of New Mexico Lottery Authority
(Lottery), a component unit of the State of New Mexico, as of and [or the years ended June
30, 2008 and 2007, which colleetively comprise the Lottery's basic financial statements as
listed in the table of contents. We have also audited the budgetary comparison stalement
presented as supplementary information in the accompanying financial statements for the
vear ended June 30, 2008, as histed in the table of contents. These financial statemenis are
the responsibility of the Lottery’s management. Our responsibility is to express opinions
on these financial statements based on our audits.

We COnaucted our auails m accoraance with audiing standards generally accepled in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, 1ssued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
aboul whether the financial stalements are free of material misstatement. An audit includes
cxamining, on a test basis, cvidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significanl eslimales made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the business-type activities, and the aggregate remaining
fund information of the Lottery as of June 30, 2008 and 2007, and the changes in its
financial position and, where applicable, cash flows for the years then ended in conformity
with accounting princinles generally accepted in the United States of America. In addition.
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In accordance with GGovernment Auditing Standards, we have also 1ssued a report dated
September 30, 2008 on our consideration of the Lottery's internal control over financial
reporting and on our tests of its compliance with certain provisions ol laws, regulations,
contracts and 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 Lo provide an opinion on the internal control over financial
reporling or on compliance. That report is an integral part of an audil performed in
accordance with Government Auditing Standards and should be considered in assessing the

principles generally accepted in the United States of America. 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 andit the information and exoress no opinion on it.

The additional schedules listed as supplemental information in the table of contents are
presented for purposes of additional analysis and are not a required part of the financial
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Report On lnternal Control Over Financial Reporting And On
Compliance And Other Matters Based On An Audit OF Financial Statemenis
Performed In Accordance
With Government Auditing Standards

We have audited the basic financial statements of the New Mexico Lottery Authority (the
Lottery) and its fiduciary fund as of and for the year ended June 30, 2008, including the
budget to actual comparison statcment presented as supplemental mmformation and have
issued our report thereon dated September 30, 2008. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the
standards applicable to financial audils contained in Government Auditing Standards,
issucd by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Lottery's intemal control over
financial reporting in order lo determine our audiling 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 Lottery's internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the entity's internal
control over financial reporting.

A control deticiency exists when the design or operahon ol a conlrol does nol allow
managemenl or employees, in the normal course of performing their assigned functions, to
prevent or detect missiatements on a timely basis. A significant deficiency 1s a control

WILH ZUNCTAILY dUUCPICU dCCOULLNE PLIICIEIES SUCH WL WIEIE 15 VIS Uil & 1S
likalihond that a misstatement of the Lotterv's financial statements that i more than
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deficiencies, thal resulls m more Lhan @ remole hkehhood that a materal nusstatement
of the financial statements will not be prevented or detected by the Lottery's internal
control.

(Our consideration of internal control over financial reporting was for the limited
purpose described in the first paragraph of this section and would not necessarily
identify all deficiencies in internal control that might be significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined above.

As parl of obtaining reasonable assurance about whether the Lottery’s [inancial
statements are free of material misstatement, we performed tests of its compliance
with ccrtain provisions of laws, rcgulations, contracts and grant agreements,
noncompliance with which could have a direct and material effect on the
determination of financial slalement amounts. However, providing an opimion on
compliance with those provisions was not an objective of our audit and, accordingly,
we do nol express such an opinion. The results of our tests disclosed no instances off
noncompliance or other matters that is required to be reported under Government
Auditing Standards.

This report 18 intended solely lor the mtormabion of the Lollery’s managemenl, Board
of Directors, New Mexico Department of Finance and Administration, New Mexico
Legislature, and the State Auditor, and is not intended to be and should not be uscd by
anyone other than these specified partics.









