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A situation report is not an audit.  It an effective tool to inform citizens and management of 

issues in order to foster forward progress. It expresses no opinion nor draws conclusions. 

Instead the report gathers information in order to identify issues relevant to the questions 

presented. Ultimately, it is the responsibility of the entity’s stakeholders to address the issues. A 

situation report is a tool to improve effectiveness and efficiency. Unlike an audit, we do not 

validate the information provided by individuals or organizations provided for this report. If we 

improve government performance we will improve the lives of Vermonters. 

– State Auditor Thomas M. Salmon, CPA, CFE 

 

 

This small project was created from a preliminary review designed to attain clarifying 

information from a supervisory union, after certain concerns were brought to our attention.  It 

is a report that simply represents questions and corresponding answers. We appreciate the 

cooperation we have received in this process and have no further questions at this time. The 

activities of any supervisory union are the responsibilities of management and we hope that the 

attention by our office given to any area will ultimately improve transparency and performance. 
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This report is an update to the Barre City Situation Report 22311 dated March 18, 2011. 

 

Since this is an update of a previous report, it might be helpful for the reader to have that report 

available for reference as they read this document.  

 

The original report focused almost exclusively on the Barre City Elementary and Middle School 

District, this overview expands to include the entire Supervisory Union.  There are four entities in this 

Supervisory Union: 

  Barre Supervisory Union  

  Barre City Elementary and Middle School District  

  Barre Town Elementary and Middle School District 

  Spaulding High School and Barre Technical Center.  

 

Areas of Focus: 

 

1. Issues from original Situation Report: 

a. The fiscal condition of the school district: At the end of FY 2010, the Fund Balance for 

the City Elementary School was significantly negative (they were in the RED). 

b. There were questions about the responsiveness of the SU office to the findings of the 

Independent Auditors.  

c. The dates of the Annual Audits were so late that the information was unavailable for the 

board to consider when creating the following fiscal year budgets. 

 

2. Issues raised since the previous report: 

a. The four newspaper articles are all from the Times Argus newspaper and in each case, the 

author/reporter is David Delcore.  The dates, headlines and a summary of each story 

follows: 

1. July 12, 2011 “Errors lead to surprise tax hike”  In July when the total town tax rate 

was established, in the Town Offices while preparing the tax bills, it was discovered 

that the school portion was significantly higher than the amount advertised when the 

budget was voted on in March. 

2. July 19, 2011 “New Problems under School” Structural problems were found under 

the Barre City Elementary and Middle School.  

3. September 14, 2011 “Stimulus appears to retire deficit” The Board received some 

unexpected very good news. 

4. September 18, 2011 “Administrators raises rile some” The administrators’ increases 

were announced concurrently with the on-going teachers’ contract negotiations.   

 

The intent of this update is to look into each of these areas of focus and report their respective 

conditions.
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Actions taken during the year to address concerns. 

 

During the year since the last Situation Report, the Supervisory Union has:  

1. Hired an additional bookkeeper. 

2. Had their fiscal operations reviewed by:  

a. Independent Auditors (reports dated January 4, 2012) 

b. SPED audit team from DOE. (report pending) 

 

Current Status for each area of focus: 

 

This review involved interviews with the Superintendent and Business Manager as well as document 

review of the Independent Auditor’s reports, budget advertisements, state budget submission, and other 

public documents. 

 

Issues from original Situation Report.  

 

1.  Financial Status:  The General Fund Balance in each entity, except the Union High School, was 

more positive at the end of FY 2011 than it was at the beginning of that year. 

  
 FY 2011 Beginning 

Fund Balance  

FY 2011 Ending 

Fund Balance 

Difference  

Spaulding Union High School $163,805 ($129,315) ($293,120) 

Barre Technical Center ($194,306) ($188,606) $5,700 

Barre City School District ($336,245) ($40,672) $295,573 

Barre Town School District ($175,880) $324,727 $500,607 

Barre Supervisory Union $48,568 $68,576 $20,008 

 

a. The High School ended the year with a negative General Fund Balance of almost 

$130,000 which will be addressed as a deficit adjustment to the FY 2013 budget. 

The FY 2013 budget has a “Deficit Correction” line for $129,315. 

 

b. The Tech Center ended the year with a negative General Fund Balance of $188,606 

which will be eliminated by corrective billing for the prior year tuition.  The amount of 

the correction is $193,203.  This is a common occurrence.  The announced tuition is 

based on the spending plan (budget) for the tech center.  The State Department of 

Education reports the allowable tuition based on the actual spending as reported in the 

annual Statistical Report for the Tech Center.  When the difference is greater than 3% the 

law allows for adjustment billing in the subsequent school year. 

In accordance with Title 16 VSA § 836 this is the appropriate remedy for this 

situation. 

 

c. Barre City Elementary and Middle School ended the year with a negative General Fund 

Balance of $40,672 that will be addressed as a deficit adjustment to the FY 2013 budget.  

The FY 2013 budget has a “Deficit Correction” line for $40,672. 
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d. Barre Town Elementary and Middle School ended the year with a surplus General 

Fund Balance of $324,727.  A small part of this will be used to eliminate the deficit in the 

Food Service program as part of the FY 2013 budget.  

The FY 2013 budget has a “Prior Year Fund Balance” line for $324,727. 

 

e. The Supervisory Union ended the year with a General Fund Balance of $68,576. 

 

In summary, the General Fund Balance in each entity, except the High School is better off than 

a year ago.  Adjusted tuition invoicing will resolve the Tech Center issue.  The High School 

deficit and the Barre City School District deficit is addressed in the respective FY 2013 budgets 

approved by the voters on March 6, 2012. 

 

2. Responding to the Independent Audit concerns:  

 

One concern a year ago was that management was not following up on the independent auditors’ 

findings and recommendations.  In our previous report, we noted that this concern was valid.  

There were, at that time, Material Weaknesses that had been repeated each year as far back as 

FY 2006.  At that time, we assured that management was becoming more responsive.   

 

“A material weakness is a significant deficiency, or combination of significant 

deficiencies that result 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 

controls.” 

 

One issue that faced the Supervisory Union last year was the short time that the Business 

Manager has been on the job.  In addition to this year being his second full year on the job, 

during FY 2012 the SU has hired an additional bookkeeper.  This action has helped to address 

these concerns. 

 

FY 2011 was the second year of audits done by the firm of Mudgett, Jennett & Krogh-Wisner, 

P.C. of Montpelier.   

 

In each of the four audit reports the following statement appears:  “The prior audit findings 10-1, 

10-2, and 10-4 are repeated in the current year as findings 11-1, 11-2 and 11-3 respectively.  All 

other prior period audit findings are considered to have been resolved.”  There is one 

exception to this statement; in the Tech Center there is a concern about the payment of invoices 

for the expenditures involved in building houses by the Building Trades Program. 

 

The specific findings, known as Significant Deficiencies are: 

 11-1  Year end reconciliations of Balance Sheet accounts.   

The addition of the bookkeeper will add the capacity to the office to ensure this 

happens on a monthly basis.  This is being addressed during FY 2012. 

11-2  Capital Assets valuation:   

In the past the value of the capital asset added to the inventory was not tracked in 

a systematic manner.  Additional communication between the Business Manager 
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and the districts’ facilities managers along with a formal policy, which has yet to 

be developed, will address this situation.  Of these four comments, this activity is 

an accounting function and does not impact the General Fund Balance each year. 

11-3  Inter-district reconciliation: 

This involves transfers of fund and sharing of expenses between the entities of the 

SU.  Here again the addition of the Bookkeeper will add the capacity to ensure 

that this function happens on a monthly basis,  

11-4  Internal Controls over Building Trades Programs expenditures:  

This concern was only in one program and only at the Tech Center.  In the past, 

the invoices paid for this program were reviewed by the Tech Center 

administration and processed by the bank directly.  This practice had changed and 

now is a part of the Warrant process.   

 

The audit firm did not consider any of these findings to be “Material Weaknesses” in the internal 

controls over financial reporting.  

 

A review of the “Management Letters” from the Independent Auditors to the School Boards, 

shows a very cooperative management team.  Although there were several audit adjustments to 

the books for each entity, however, the auditor did not identify any “significant or unusual 

transactions” and did not discuss any “alternative treatments” of accounting policies and 

practices.   

 

In summary, the statement highlighted above and the small number of issues (4) shows that the 

concern about following up on Independent Auditors comments has been addressed. 

 

3. Dates of the Annual Audit: 

 

In the past, the annual audits have not been available in time to address the surplus or deficit 

from the prior year to be included in the budget process for the following year.  

 

This was a problem for the reports for Fiscal Years 2009 and 2010.  This made it impossible to 

project accurate information for the budgets for Fiscal Years 2011 and 2012 respectively.  The 

reasons for these reports being so late include changes in the Business Manager and the attempt 

to include information from the state Special Education Audit.   

 

Fiscal Year  Audit and Management letter date 

2006 September 15, 2006 

2007 January 25, 2008 

2008 January 27, 2009 

2009 March 3, 2010 

2010 February 25, 2011  

2011 January 4, 2012 

 



Barre City Situation Report update 4.13.12.doc 4/13/2012 

John C. Gifford, School Business Consultant Page 5 of 8 

 
For FY 2011 the Business Office had draft Financial Statements in the middle of December 

2011.  The final audits were dated: January 4, 2012 well in time for inclusion of a known deficit 

or surplus into the budget building process for FY 2013. 

 

In summary, this issue was corrected for the current year.   

 

Issues raised since the previous report: 

 

1. July 12, 2011 “Errors lead to surprise tax hike”  When the total town tax rate was established in 

the Town Offices in preparing the tax bills the school portion was significantly higher than the 

amount advertised when the budget was voted on in March. 

 

This is the result of “Human Error”.  The Business Manager, when estimating the tax rate for the 

Union High School, entered the “On Behalf” revenue as local revenue rather than as part of the 

“Education Spending Grant Revenue”.  In effect, he estimated a lower tax rate.  When he entered 

the various revenues into the budget submission to the state, he entered it correctly.  The state, 

based on the submission from the School District, sets the tax rate.  The error was discovered 

when the state sent the tax rates to the towns.  

 

How close were the advertised tax rates are to the actual tax rates.  

 
Elementary and 

Middle School Rate 

Prior Year  

Tax Rate 

Advertised 

Tax Rate 

Advertised 

Change 

Actual 

Tax Rate 

Actual 

Change 

Unexpected  

Increase 

Barre Town  78.6¢ 83.1¢ +4.5¢ 81.63¢ +3.03¢ -1.47¢ 

Barre City 71.8¢ 76.2¢ +4.4¢ 75.67¢ +3.87¢ -0.53¢ 

Elementary rates when up but less than the expected amount.  

 
Union High School 

Tax Rate 

Prior Year  

Tax Rate 

Advertised 

Tax Rate 

Advertised 

Change 

Actual 

Tax Rate 

Actual 

Change 

Unexpected  

Increase 

Barre Town  44.5¢ 43.2¢ -1.3¢ 47.41¢ +2.91¢ 4.21¢ 

Barre City 38.8¢ 36.7¢ -2.1¢ 40.22¢ +1.42¢ 3.52¢ 

The Union High School Rates went up rather than down.   

 
Combined School Tax 

Rate 

Prior Year  

Tax Rate 

Advertised 

Tax Rate 

Advertised 

Change 

Actual 

Tax Rate 

Actual 

Change 

Unexpected  

Increase 

Barre Town  $1.231 $1.263 +3.2¢ $1.2904 +5.94¢ +2.74¢ 

Barre City $1.106 $1.128 +2.2¢ $1.1589 +5.29¢ +3.09¢ 

 

When the voters went to the polls in March 2011, they were voting on an estimated increase in 

the tax rate of 3.2¢ in the Town and 2.2¢ in the city.  The end result was an increase of 5.9¢ and 

5.29¢ respectively.  This is an unexpected increase of 2.74¢ in the Town and 3.09¢ in the city.   

 

When you look at the brochure for the Spaulding High School FY 2012 budget, you will find the 

“On Behalf” revenue listed in order with the other “Local Revenue”.  Most likely this has been 

listed here for several years.  Given this listing order, it is very understandable that this revenue 

was treated the same way as other “Local Revenue” when calculating the estimated tax rate.  The 

State Budget Submission worksheet forces this number to be treated differently.  In the brochure 



Barre City Situation Report update 4.13.12.doc 4/13/2012 

John C. Gifford, School Business Consultant Page 6 of 8 

 
for the FY  2013 budget, this revenue is located with the other Education Spending Grant 

Revenue.  This location will make it very unlikely that there will be a repeat of this error. 

 

Because the “On Behalf” payment involves High School students only, this issue has no impact 

on the Elementary and Middle School budgets or Tax Rate estimates.   

 

The newspaper article says: “At issues was a discrepancy in the proposed school tax rate – a rate 

that came in more than four times higher than the “worst-case” scenario painted by 

Superintendent John Bacon before the March voter on the education budget.”  This statement 

could be misleading, the proposed tax rate did not come in four times higher, the INCREASE in 

the proposed tax rate came in higher than expected, even the increase was not four times higher.   

 

2. July 19, 2011 “New Problems under School” Structural problems were found under the Barre 

City Elementary and Middle School.  

 

The newspaper article is pretty clear and concise about the issue.  There have been some 

problems since this building was constructed.  As stated in the article and repeated by the 

Superintendent, these issues are being addressed by qualified professionals and the cost will be 

paid from insurance proceeds and the Long Term Maintenance Reserve account.  

 

These issues were not related to tropical storm Irene. 

  

3. September 14, 2011 “Stimulus appears to retire deficit” The Board received some very good 

news that was not expected. 

 

This article was written before the audit was concluded.  According to the independent audit, the 

Barre City School District did eliminate $295,573 of its $336,245 deficit.  There was $195,305 

more revenue than expected.  $132,704 of that came from Special Education reimbursement and 

$77,749 came from Wage Reimbursement from other SU Districts.  The difference is spread 

throughout the other accounts.  Additional expenses were less than expected by $100,268 largely 

in the area of Special Education.   

 

Federal Stimulus money was not a major direct contributor to the elimination of the deficit. 

 

4. September 18, 2011 “Administrators raises rile some” The administrators’ increases were 

announced concurrently with the on-going teachers’ contract negotiations.   

 

This newspaper article was written in the middle of the negotiations.  It is not uncommon for one 

group of school employees to have their wages settled before another group.  As stated the 

administrators, for the most part had frozen wages for at least one year prior to this event.  
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Voter response to the school systems operations: 

One measure of success in a school system is the voter acceptance and confidence in their 

spending plans and the associated results.  One advantage we have in Vermont is an annual 

measure of this success on Town Meeting Day.  The results of the voting on March 6, 2012 

indicate acceptance by the voters of both the Town and City School Districts.  The following 

table shows the margin of acceptance of the spending plans for the School Districts and the 

Union High School.   

 
Town Meeting 

Results 2012 

Yes 

Votes 

No 

Votes 

Total 

Votes 

Difference 

Yes-No 

Yes 

Percentage  

No 

Percentage 

Margin of 

Decision 

Barre Town SD  852 435 1,287 417 66.2% 33.8% 32.4% 

Barre City SD 709 656 1,365 53 51.9% 48.1% 3.9% 

Spaulding Union 

High School 

       

            Town Voters 758 491 1,249 267 60.7% 39.3% 21.4% 

              City Voters 693 684 1,377 9 50.3% 49.7% 0.7% 

Combined Results 

Union HS Voters 

 

1,451 

 

1,175 

 

2,626 

 

276 

 

55.3% 

 

44.7% 

 

10.5% 

 

Strategic planning and expectations: 

 

A Situation Report is by nature a look at a current, past or on-going events or conditions.  It is 

also critical to evaluate and comment on the sustainability of the actions put in place to correct 

the situation in question.  While no “crystal ball” exists to predict the future, past practice can 

predict with some success future conditions. 

 

1. Financial Status:  The major issues that caused the initiation of the original Status Report have 

been addressed:  

a. The General Fund Balance in each entity, except the High School is better off than a year 

ago. 

b. The concern about following up on the Independent Auditors comments has been 

addressed. 

c. The timing of the Independent Auditor’s report has been such that an accurate General 

Fund Balance was available for budget development for FY 2013. 

2. Budgets for FY 2013:  The voters approved all three budgets on Town Meeting Day: 

a. The High School/Tech Center budget was reduced from $11,625,194 to $11,447,746 

about 1.5%.  Margin of victory in the budget vote: 10.5% 

b. The Barre Town School District’s budget increased from $10,121,853 to $10,185,780, 

about 0.63%.  Margin of victory in the budget vote: 32.4% 

c. The Barre City School District’s budget increased from $10,446,043 to $11,185,181 

about 7.08%.  Margin of victory in the budget vote: 3.8% 

d. The estimated tax rates for FY 2013 include a reduction in the Town of 1.48¢ and in the 

City a reduction of 0.08¢. 

3. Maintenance and building issues:  These will be on-going, however, there seems to be a track 

record of addressing issues as they come up with professional attention to detail.  
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4. Grant Management:  Since the initial situation report, there has been a change in the Grants 

Management leadership.  The audits we reviewed were from the period of the previous grants 

manager and they showed no problems with grants.  We should expect this to continue.  

5. Curriculum and educational planning:  The educational objectives of the school system were not 

a part of this Situation Report and update. 

 

Based on this review, we have every reason to believe that the situations that initiated the 

original report will not recur in the future.  There will be human error, and this system seems to 

be able to handle these issues. 

 

Summary: 

 

• Nothing found here indicate any fraud or malfeasance on the part of any member of the school 

district.   

• Each of those contributing factors to the issues of FY 2010 have been addressed and the plans for 

the future give no reason to expect a repeat of these events. 

• It is important that the continued attention to detail be applied to the Internal Controls of the 

School District and Supervisory Union.  These basic rules needs to remain a focus of the 

Administration and School Boards. 

• It is critical that the Boards and the Administration maintain trust and transparent 

communications. 

 

 

Submitted by 

 

John C. Gifford 
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