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DOEREN MAYHEW

Certified Public Accountants and Consultants

To the Board of Education of the
Novi Community School District, Michigan

We have audited the financial statements of the governmental activities, major funds, and the
aggregate remaining fund information of the Novi Community School District, Michigan as of and
for the year ended June 30, 2006, and have issued our report thereon dated September 21, 2006,
which was unqualified. 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.

Compliance

As part of obtaining reasonable assurance about whether the financial statements of the
governmental activities, major fund, and the aggregate remaining fund information of the Novi
Community School District, Michigan are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grants, noncompliance 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 noncompliance that are required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Novi Community School District,
Michigan’s internal control over financial reporting in order to determine our auditing procedures
for the purpose of expressing our opinion on the financial statements and not to provide assurance
- on the internal control over financial reporting. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control over financial
reporting that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that misstatements in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over financial reporting and its operation that we consider to be
material weaknesses.
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DOEREN MAYHEW

This report is intended solely for the information and use of the Board of Education, management,
and federal awarding agencies and pass-through entities, and is not intended to be and should not

be used by anyone other than these specified parties.

DOEREN MAYHEW

September 21, 2006
Troy, Michigan
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DOEREN MAYHEW

Certified Public Accountants and Consultants

To the Board of Education of the
Novi Community School District, Michigan

Compliance

We have audited the compliance of the Novi Community School District, Michigan with the types
of compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular
A-133 Compliance Supplement that are applicable to each of its major federal programs for the year
ended June 30, 2006. Novi Community School District, Michigan’s major federal programs are
identified in the Summary of Auditor’s Results section of the accompanying Schedule of Findings
and Questioned Costs. Compliance with the requirements of laws, regulations, contracts and
grants applicable to each of its major federal programs is the responsibility of Novi Community
School District, Michigan’s management. Our responsibility is to express an opinion on Novi
Community School District, Michigan’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards
and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major federal program occurred. An audit
includes examining, on a test basis, evidence about Novi Community School District, Michigan'’s
compliance with those requirements and performing such other procedures, as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Qur audit does not provide a legal determination of Novi Community School District,
Michigan’s compliance with those requirements.

As described in item 02-1 in the accompanying Schedule of Findings and Questioned Costs, Novi
Community School District, Michigan did not comply with requirements regarding special tests
and provisions that are applicable to Special Education. Compliance with such requirements is
necessary, in our opinion for Novi Community School District, Michigan to comply with the
requirements applicable to those programs.

In our opinion, except for the noncompliance described in the preceding paragraph, Novi
Community School District, Michigan complied, in all material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the year ended June
30, 2006.
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DOEREN MAYHEW

Internal Control Over Compliance

The management of Novi Community School District, Michigan is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations,
contracts and grants applicable to federal programs.

In planning and performing our audit, we considered Novi Community School District,
Michigan’s internal control over compliance with requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133.

QOur consideration of the internal control over compliance would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control components does
not reduce to a relatively low level the risk that noncompliance with the applicable requirements
of laws, regulations, contracts and grants that would be material in relation to a major federal
program being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. We noted no matters involving the internal
control over compliance and its operation that we consider to be material weaknesses.

Schedule of Expenditures of Federal Awards

Qur audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the basic financial statements of the Novi Community School District,
Michigan. The accompanying Schedule of Expenditures of Federal Awards is presented for
purposes of additional analysis as required by the U.S. Office of Management and Budget Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also not a required
part of the basic financial statements of the Novi Community School District, Michigan. The
combining and individual non-major fund financial statements and the Schedule of Expenditures
of Federal Awards have been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, are fairly stated in all material respects to the basic
financial statements taken as a whole.

This report is intended solely for the information and use of the Board of Education, management,
and federal awarding agencies and pass-through entities, and is not intended to be and should not

be used by anyone other than these specific partieg.

DOEREN MAYHEW

September 21, 2006
Troy, Michigan



BOARD OF EDUCATION
'NOVI COMMUNITY SCHOOL DISTRICT, MICHIGAN

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2006

SECTION1I

SUMMARY OF AUDITOR’S RESULTS

1.

The auditor’s report expresses an unqualified opinion on the financial statements of the
governmental activities, major funds, and the aggregate remaining fund information of Novi
Community School District, Michigan.

No reportable conditions were noted on the internal control over financial reporting.

. - No. material instances of noncompliance were noted during the general purpose financial
. statements audit.

No reportable conditions were noted on the internal control over major federal awards
programs.

The auditor’s report on the compliance for the major federal awards programs for Novi
Community School District, Michigan expresses a qualified opinion.

Audit findings or questioned costs per Section 510(b) of Circular A-133 relative to major
federal awards programs for Novi Community School District, Michigan were noted.

The program tested as a major program included: Federal Assistance for the Education of
Handicapped Persons - Special Education, CFDA No. 84.027.

Total federal expenditures amounted to $1,468,059. One individual program exceeded

. $300,000 in expenditures. Therefore, there was one Type A program: Federal Assistance for

the Education of Handicapped Persons - Special Education, CFDA No. 84.027. Novi
Community School District, Michigan had two programs that expended between $300,000 and
$100,000, which would be considered Type B programs. The low risk Type B programs were
the Title 11, Part A Program CFDA No. 84.367 and the National School Lunch Program CFDA
No. 10.555. No Type B programs were selected for testing.

The Novi Community School District, Michigan does not qualify as a low-risk auditee.

DOEREN MAYHEW -1-



BOARD OF EDUCATION
NOVI COMMUNITY SCHOOL DISTRICT, MICHIGAN

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2006

SECTION II

FINDINGS - FINANCIAL STATEMENTS AUDIT

None noted.

DOEREN MaYHEW -2~



BOARD OF EDUCATION
NOVI COMMUNITY SCHOOL DISTRICT, MICHIGAN

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2006

SECTION III
FINDINGS - FEDERAL AWARDS AUDIT
02-1 Reportable Condition

Finding Type

Material noncompliance.

Federal Program

U.S. Department of Education, passed through the Oakland County Intermediate School District,
Special Education, CFDA #84.027.

Criteria

Pursuant to the Michigén Administrative Rules for Special Education, Section R 340.1721d, Rule
21e (2) (b) an Individual Education Plan (IEP) must be prepared for all special education students
annually.

Condition

One participant in the special education program did not have a current IEP in their file.

Recommendation and Response

We recommend, and the Novi Community School District, Michigan concurs, that current IEP’s
should be filled out for each participant in the special education program. At the beginning of
each school year, the files of all students in the program should be reviewed and verified that the
proper documentation is present.

DOEREN MAYHEW . ' -3~



BOARD OF EDUCATION _
NOVI COMMUNITY SCHOOL DISTRICT, MICHIGAN

CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED JUNE 30, 2006

SECTION IV
FINDING NUMBER 02-1
Respbnsible Individual: James Koster

Corrective Action Planned: Management will ensure that an IEP is completed
for each participant in the special education
program. Management will also ensure that the
files of all special education participants are
reviewed at the beginning of each school year to
verify that proper documentation is included.

Management’s Response: Management agrees with the finding and the
recommendation. -
Anticipated Completion Date: June 30, 2007

DOEREN MAYHEW -4 -



BOARD OF EDUCATION
NOVI COMMUNITY SCHOOL DISTRICT, MICHIGAN

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2006

SECTION V

FINDING - FEDERAL AWARDS AUDIT

Department of Education

Finding 02-1

Condition

During our testing, we noted that one participant in the special education program did not have a
current IEP in their file pursuant to the Michigan Administrative Rules for Special Education,

Section R 340.1721d, Rule 21e (2) (b).

Recommendation and Response

We recommended, and the Novi Community School District, Michigan concurred, that current
IEP’s should be filled out for each participant in the special education program. At the beginning
of each school year, the files of all students in the program should be reviewed to verify that the
proper documentation was included.

Current Status

No change in status.

DOEREN MAYHEW -5-
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Note 1 -

BOARD OF EDUCATION
NOVI COMMUNITY SCHOOL DISTRICT, MICHIGAN

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2006

Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards presents the activity of
all federal financial assistance and federal cost-reimbursement contracts of the Novi
Community School District, Michigan. Management has reported the expenditures in
the Schedule of Expenditures of Federal Awards equal to those amounts reported in the
annual cost reports. Novi Community School District, Michigan receives federal awards
indirectly through pass-through entities.

- Except for the current year receipts column, which is presented on the cash basis of

accounting, federal program expenditures included in the accompanying schedule are
presented on the modified accrual basis of accounting. The modified accrual basis of

~accounting is also used for the general purpose financial statements. The information in

this schedule is presented in accordance with the requirements of OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations.

~Inventory values are based on the USDA value for donated food commodities.

Note 2 -

Note 3 -

DOEREN MAYHEW

Reported commodity receipts values were computed using the Recipient Entitlement
Balance Report and other district records. Spoilage or pilferage, if any, is included in
expenditures.

Major Programs

Major programs are identified in the Summary of Auditor’s Results section of the
Schedule of Findings and Questioned Costs.

Form R1720
Management has utilized the Grant Section Auditors Report (Form R7120) in preparing

the Schedule of Expenditures of Federal Awards. The amounts on the R7120 are
included on the Schedule of Expenditures of Federal Awards.
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