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Independent Auditor’s Report
Members of the Legislative Audit Committee:

We haveaudited, inaccordancewith auditing standards generally acceptedinthe United
States of America, the financial statements of the State of Colorado for the year ended June
30, 2002, and haveissued our report thereon dated November 26, 2002. We have al so audited
the accompanying Schedule of Computations Required Under Article X, Section 20, of the Sate
Constitution (TABOR), as of June 30, 2002. This schedule is the responsibility of the State
Controller’s Office. Our responsibility isto expressan opinion on this schedule based on our
audit.

W e conducted our audit of the schedulein accordancewith auditing standardsgenerally
accepted in the United States of America. Those standards require that we plan and perform
the audit to obtain reasonabl e assurance about whether the Schedule of Computations Required
Under Article X, Section 20, of the State Constitution (TABOR) isfree of material misstatement.
An audit includes examining, on atest basis, evidence supporting the amounts and disclosures
intheschedule. Anaudit alsoincludesassessing the accounting principlesused and significant
estimates made by management, as well as evaluating the overall schedule presentation. We
believe that our audit provides areasonable basis for our opinion.

Our auditing procedures al so included reconciling amounts contained in thisreport to
the State's Comprehensive Annual Financial Report for the year ended June 30, 2002, and
testing for irreconcilable conflicts between the State'sfinancial statementsand the provisions
of TABOR. Additional proceduresconsisted of eval uating the State of Colorado'scompliance
with constitutional and statutory provisions of TABOR. Our audit does not provide a legal
determination of the State's compliance with specified requirements.

The accompanying Schedule of Computations Required Under Article X, Section 20, of the
State Constitution (TABOR) was prepared by the State Controller's Office pursuant to Section
24-77-106.5, C.R.S., which requires a financial report ascertaining compliance with state
fiscal policiesrelating to Article X, Section 20, of the State Constitution (TABOR). Article
77 further requires a financial report to be prepared in conformity with generally accepted
accounting principles unless an irreconcilable conflict exists between generally accepted
accounting principlesand TABOR, inwhich casetheprovisionsof said constitutional provision
shall control.
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In our opinion, theSchedule of Computations Required Under Article X, Section 20, of the
State Constitution (TABOR) referred to above presents fairly, in all material respects, the
revenue, expenditures, changesinreserves, and spendinglimitation asdetermined under Article
X, Section 20, of the State Constitution for the year ended June 30, 2002, in conformity with
accounting principles generally accepted in the United States of America.

The Schedule of Computations Required Under Article X, Section 20, of the State
Constitution (TABOR), as of June 30, 2002 does not include adjustments to TABOR Revenue
of $956,982. If these adjustments had been included, TABOR Revenue would have been
reduced to $7,759,538,071 from $7,760,495,053.

The State of Colorado adopted the provisions of Governmental Accounting Standards
Board Statement No. 34, Basic Financial Satements- and Management'sDiscussionand Analysis-
For Sate and Local Governments; Statement No. 37, Basic Financial Statements - and
Management's Discussion and Analysis - for Sate and Local Governments. Omnibus; and
Interpretation No. 6, Recognition and Measurement of Certain Liabilities and Expenditures in
Governmental Fund Financial Statements, as of July 1, 2001. Governmental Accounting
Standards Board Statement No. 34 requires that revenue be reported net of discounts and
allowances. Therefore, scholarship allowances at higher education institutions are shown as
areduction of revenue and the Fiscal Y ear 2002 spending limit on theSchedule of Computations
Required Under Article X, Section 20, of the Sate Constitution (TABOR).
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