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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

Legislative Post Audit Committee
Kansas State Legislature:

We have audited the financial statements of the Kansas Lottery, a component unit of the State of Kansas, as of
and for the year ended June 30, 2007; and have issued our report thereon dated October 16, 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 Kansas Lottery's internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing an opinion on the financial
statements, but not for the purpose of expressing our opinion on the effectiveness of the Kansas Lottery's internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Kansas
Lottery's internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting mat might be significant deficiencies or material weaknesses. However, as discussed below, we
identified a deficiency in internal control over financial reporting that we consider to be a significant deficiency.

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
entity'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 entity's
financial statements that is more than inconsequential will not be prevented or detected by the entity's internal
control. We consider the deficiency described in the accompanying schedule of findings and responses to be a
significant deficiency in internal control over financial reporting. The significant deficiency is listed as item
2007-1.

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 entity's internal control.



Our consideration of the internal control over financial reporting was for the limited purpose described in the first
paiagraph of this section and would not necessanly identify all deficiencies in the internal control that might be
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that aie also
considered to be material weaknesses. However, we believe that the significant deficiency described above is not
a material weakness,

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Kansas Lotteiy's financial statements are fiee of
material misstatement, we performed tests of its compliance with ceitain provisions of laws, regulations,
contracts, and grant agreements, noncomphance with which could have a direct and material effect on the
determination of financial statement 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 The results of
our tests disclosed no instances of noncomphance or other matters that aie required to be reported under
Govemment Auditing Standards,

The Kansas Lottery's response to the significant deficiency identified in our audit is described in the
accompanying schedule of findings and responses We did not audit the Kansas Lotteiy's response and,
accordingly, we express no opinion on it

This report is intended solely for the information and use of management and the Legislative Post Audit
Committee of the Kansas State Legislature and is not intended to be and should not be used by anyone other than
those specified parties
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October 16,2007
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KANSAS LOTTERY

SCHEDULE OF FINDINGS AND RESPONSES

Year Ended June 30, 2007

Finding 2007-1 -Account Reconciliations

Certain general ledger accounts were not reconciled, resulting in adjustments to the trial balance
presented to us to begin our audit. We recommend that the Kansas Lottery thoroughly review all
reconciliations to ensure that all adjustments have been appropriately made.

Response (Unaudited) - The finance department will increase their internal control in the reconciliation
of the documentation and worksheets used during the estimation of the accruals used in the preparation
of the financial statements. Internal control will be increased by having the data entries in the
spreadsheets compared to the original data reports. This will ensure that the adjustments have been
con-ectly made.
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K A N S A S L O T T E R Y

E D V A N P E H E N , E X E C U T I V E D I R E C T O R K A T H L E E N S E B E L I U S , G O V E R N O R

October 12, 2007

Ms. Karen L. Linn, CPA
Shareholder
Berberich Trahan & Co., P.A.
3630 SW Burlingame Rod
Topeka,KS 66611-2050

Dear Ms. Linn:

We have reviewed your draft of the Financial and Compliance Audit Report for the Kansas Lottery for the fiscal
year ended June 30, 2007 and we concur with the results of the audit.

We offer the following response to the one finding citing account reconciliations in our fiscal year 2007 audit.
The finance department will increase their internal control in the reconciliation of the documentation and
worksheets used during the estimation of the accruals used in the preparation of the financial statements. This
will ensure that the adjustments have been correctly made.

As in the past, we certainly appreciate the professional manner in which you and your staff worked with our
staff in the audit preparation.

^
EdVanPetten
Executive Director
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