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A situation report is an effective tool to inform citizens and management of issues in 
order to foster forward progress. It is not intended to place fault, blame or guilt. A 
Situation Report is not an audit; the report gathers information in order to indentify issues 
relevant to the questions presented. Ultimately, it is the stakeholders of the entity’s 
responsibility to address the issues. This report is a tool to improve effectiveness and 
efficiency. “If we improve government performance we will improve the lives of 
Vermonters.” – State Auditor Thomas M. Salmon, CPA 
 
Citizens Summary  

 
Issue 1: In 2010, Bethel voters approved borrowing to fund a deficit. In 2011, an additional 
deficit was found and addressed. The cause of these deficits was the disregard for prior year 
deficits. Each year the actual expense exceeded revenue by a small amount, over time this built 
up to a significant amount. If this had been addressed each year, in accordance with statute, 
borrowing would not have been necessary. The problem has been addressed and a plan is in 
place to eliminate the deficit. Also, action has been taken to help the district comply more closely 
with the annual budget.  
 
Issue 2: At the same time as Issue 1 was discovered in Bethel, what appeared to be a significant 
deficit was found in the general fund at the supervisory union. Concerns about accounting issues 
at the supervisory union and in the town of Rochester had been raised previously by Rochester 
citizens. Upon investigation, it was found that the reconciling assessment for FY 2009 was not 
done correctly and when this was fixed in FY 2010 the reconciling assessment was quite large.   
 
Issue 3: These problems were not found to be supervisory union-wide.  
 
Issue 4: The constant turnover of business managers along with audits that did not follow up on 
the findings from the prior year helped create the deficit problem in Bethel.  
 
Issue 5: Due to inconsistent business leadership, inadequate board monitoring and the 
characteristics of the state reporting system, the issue in Bethel remained undiscovered until it 
became a significant problem. 
 
Issue 6: There is a plan in place and working for the Bethel School District that will eliminate the 
deficit-related debt. In addition, we know that Bethel has not been overspending their budget.  
 
Issue 7: The SU administration and the Bethel School Board have made fundamental changes to 
ensure that there is never a repeat of this situation. 
 
Issue 8: There was a vote in 2010 for Bethel and Rochester to withdraw from the supervisory 
union. At this time, the decision concerning the future of the WNWSU and the timetable for 
those changes is being considered by the State Board of Education. 
 
Issue 9: Educational activities and planning continue as before.  
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Authority 

This exercise was conducted pursuant to the State Auditor’s (SAO) authority contained in 32 
VSA § 163 which permits the State Auditor: “In his or her discretion, conduct a continuing post 

audit of all disbursements made through the office of the commissioner of finance and 

management or the office of the state treasurer, including disbursements to a municipality, 

school supervisory union, school district, or county.” 

 
History 

The Bethel School District issue was brought to the attention of the State Auditor’s Office in 
March 2010 when a member of the community contacted our office regarding a deficit of 
$480,000. Our office had heard concerns about the Rochester School District and the Windsor 
Northwest Supervisory Union (WNWSU) in 2009. These concerns intensified when we were 
told that the superintendent and business manager had been fired and an administrative assistant 
had left.  
 
The specific concerns about the Bethel School District were the seemingly unending stream of 
deficits and that Tax Anticipation Notes (TAN) were being used to fund these financial 
shortfalls.  
 
The review of specific concerns about the Rochester School District is continuing.  
 
Concerns about WNWSU and its districts involved both financial and other types of 
management.  
 
We conducted interviews with the interim superintendent and school business consultant. 
Additionally, we interviewed citizens who had made contact with our office expressing various 
concerns. We have attended public meetings in order to hear directly the concerns of the citizens. 
We have reviewed the financial statements of the independent auditor for the past several years.  
 
 
Background 

Windsor Northwest Supervisory Union (WNWSU) provides services to the following school 
districts: Bethel, Rochester, Pittsfield, Stockbridge, Granville, and Hancock. 
 
There have been a series of business managers over the past few years, some staying a year; 
others as short as a few months. This frequency of transition seems to correlate to financial 
issues. High-quality financial management requires consistent attention to detail.   
 
The situation at the time of this review is that the interim superintendent has been in place for a 
year; the business manager is a consultant who works part time. Both are experienced in the 
business of education with histories of troubleshooting and remedying school districts’ financial 
problems. 
 
Interim Superintendent John Poljacik was asked to be the interim superintendent on the morning 
of Town Meeting Day 2010. 
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He found himself without a business manager so he contracted with Norm Andrews, school 
business consultant, on a project-by-project basis. Because Mr. Andrews’ tasks were specific to 
uncovering the financial situation, Mr. Poljacik hired another retired superintendent and former 
business manager, Dick Stewart, to serve as interim business manager. A CPA was hired to 
replace Mr. Stewart and Mr. Andrews, but left shortly after taking the job. Mr. Andrews 
consented to finish the year as a contractor on specific tasks as needed and assigned by Mr. 
Poljacik.   
 
The WNWSU situation that Superintendent Poljacik took over in March 2010 was dire. The 
accounting software had just been replaced and no training on the new system was provided; 
errors were very common. There was no assigned payroll person. Invoices were paid without 
formal review and approval. The “warrant” or “board orders” process was not being used. They 
had about $500,000 worth of checks that had been written but did not have the funds in the bank 
to cover these checks. They found there were no “checks and balances” built into the system.  
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Issue 1 – Bethel School District General Fund Deficits  

When a school district spends more than it receives in a fiscal year, it is considered deficit 
spending. It is not uncommon and according to state statute, the deficit is to be addressed in the 
year following the year the deficit is discovered. Bethel School District created general fund 
deficits in every fiscal year between FY 2003 and FY 2010 except for FY 2004. These chronic 
deficits were not addressed and therefore became cumulative as shown in this graph.  
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This accumulating deficit totaled $481,826 as of the end of FY 2009. This was information that 
on Town Meeting Day 2010 led the school district to borrow $480,000 to retire this deficit over 
three years, with equal payment of $160,000 in each year. 
 
The situation got worse. School operations for FY 2010 resulted in a deficit of about $128,000 
and the resulting cumulative deficit reached $621,933.  
 
Table 1: Bethel School District major Governmental Fund Types: General, Special 

Revenue and Capital Projects Fund and their Fund Balance between FY03 – FY10: 
 A B C D E F G H I J 

 Government Fund Type         

  FY 03 FY 04 FY 05 FY 06 FY 07 FY 08 FY 09 FY 10 * FY10-FY03 

1  Year End Fund Balance          

2  General Fund (96,428) (50,701) (99,997) (163,224) (292,334) (402,229) (481,826) (621,933) (525,505) 

3  
Special Revenue 
Fund (7,210) (7,210) (49,742) (9,439) 34,774  0  (17,429) (18,214) (11,004) 

4  
Capital Projects 
Fund 47,213  (3,157) 71,028  105,246  20,812  23,592  26,699  15,364  (31,849) 

           

5  Change to Fund Balance        
Sum of 
changes 

6  General Fund **  45,727  (49,296) (63,227) (129,110) (109,895) (79,597) (140,107) (525,505) 

7  Special Revenue Fund ** 0  (42,532) 40,303  44,213  (34,774) (17,429) (785) (11,004) 

8  Capital Projects Fund ** (50,370) 74,185  34,218  (84,434) 2,780  3,107  (11,335) (31,849) 

           

 * Draft Financial Statements         

 ** Includes Prior Period Adjustments when applicable      
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Between FY 2003 and FY 2010, the Special Revenue Fund decreased by $11,004 (Table 1, 
Column J) while the Capital Projects Fund decreased by $31,849 (Table 1, Column J, Row 4). 
Compared to the Special Revenue and Capital Projects fund, the general fund sustained the 
larger and more repetitive deficits.  
 
So how did this go on without it being evident?  
 
How did the financial troubles not show up in terms of bills and staff not being paid? The simple 
answer is borrowing.  
 
A Tax Anticipation Note (TAN) is a short-term loan used by schools and other local government 
agencies to cover the cash flow needs in anticipation of collecting taxes. It is how the 
government works before the periodic taxes are collected. Usually these are paid off at the time 
that taxes are collected and no later than the end of each fiscal year. Normally TAN are repaid so 
that at the end of the fiscal year their balance is zero.  
 
During FY 2011, Bethel School District had two outstanding TANs (notes payable) from FY 
2010 for a total of $900,000. One loan was in the amount of $400,000 and the other for 
$500,000. A third one for $200,000 had been cancelled. In addition, the school district had a 
significant amount of cash on hand; however, not enough to pay off the loans. Bank officials 
were willing to help set up a payment schedule to help the school district repay the loans in a 
more flexible time period than had originally been agreed.  
 
 

Table 2: Bethel School District Cash Balance and Notes Payable at FY 2003 – FY 2010: 

 A B C D E F G H I J 

  FY 03 FY 04 FY 05 FY 06 FY 07 FY 08 FY 09 FY 10 Growth 

           

1 Cash $69,632  $52,613  $79,729  $114,743  $422,746  $231,033  $900,737  $382,497  $312,865  

2 
Notes 
Payable  $100,000  $75,000  $250,000  $350,000  $800,000  $700,000  $1,200,000  $900,000  $800,000  

 
By FY 2010, Bethel’s note payable balance was $900,000, which represents an $800,000 
increase since FY 2003 while cash on hand increased by $312,865.  
 
It appears the growth in the balance of note payables have been caused by two factors: the 
continued operating general fund deficits, which now approximate $621,933 (Table 1, Column I, 
Row 2) and the increased cash position of approximately $312,865 (Table 2, Colum J, Row 1). 
These loans have been the primary financing mechanism for the chronic general fund deficits. 
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What is the correct way to handle deficits and what did Bethel do?  

 

We know that Bethel town officials allowed the TAN to “roll over” to fund their deficits. 
Vermont State statutes allow for three choices regarding how a supervisory union or district 
should address budget deficits. The choices include carrying forward the general fund deficits for 
a given year to the subsequent budget, which will be voted on by the taxpayers.  
 

24 VSA § 1523 (b) When a school district at the end of the fiscal year contemplated by 

section 1683 of this title has a deficit, unless the voters have voted to borrow funds to 

repay the deficit over a term of three years or less, or unless the deficit has been refunded 

pursuant to chapter 53 of this title, the school board shall add an amount sufficient to pay 

the deficit to its next adopted budget and report the total to the commissioner of 

education for purposes of calculating education spending. 
 
We reviewed the audited financial statements for FY 2003- FY 2010. According to the audited 
financial statements, the negative fund balances were either not brought forward or were the 
incorrect amount.  
 

Table 3: Budget verses Appropriate Deficit Reduction amounts. 

Budget 
Year 

Budgeted to 
Fund 
Deficit  

Amount that 
should have 
been budgeted  

Comment 
The amount for each year should reflect the 
fund balance for two years earlier. 

FY 04 $20,000 $28,501  

FY 05 ($200,743) $96,428 The large negative amount seems to reflect an 
expected prior year adjustment. 

FY 06 $23,275 $50,701  

FY 07 $43,275 $99,997 This appears to reflect the single-year deficit for 
FY 2005 that was $49,296. 

FY 08 $65,000 $163,224 This seems to reflect the single-year deficit for 
FY 2006 amounted to $63,227. 

FY 09 0 $292,334  

FY 10 0 $402,229  

 
It appears that in a couple of these years the school district did consider the individual increase to 
the deficit for the year that had just closed when the budget was being created. This seems to be 
true in FY 2007 and FY 2008. In FY 2005, the budget shows that the board knew about an 
adjustment to the prior year and budgeted accordingly. In FY 2009 and FY 2010, it appears that 
the school district ignored prior deficits altogether. In no year in this schedule did the school 
district consider the accumulating deficit.  
 
The annual audited fund balance was not often available when the succeeding budget was 
created, however, this does not excuse the fact that no allowance was made for the building 
deficit or that an estimate from management was not used to address the deficit. This error is 
especially egregious in the development of the FY 2009 and FY 2010 budgets. These plans were 
created during the fall and winter (October – January) of calendar years 2007-2008 and 2008-
2009. 
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Table 4 Bethel History 

Budget Expense Actual Revenue Transfers/ Change to 

Revenue and transfers Carry forward Revenue Expense minus ExpenseAdjustments Fund Balance 

FY 2003 $3,839,660 $3,817,660 $22,000 $3,920,720 $3,988,647 ($67,927) $0 ($67,927)

FY 2004 $3,954,289 $3,934,289 $20,000 $4,050,428 $3,992,194 $58,234 ($12,507) $45,727

FY 2005 $4,296,500 $4,497,243 ($200,743) $4,435,480 $4,227,875 $207,605 ($256,901) ($49,296)

FY 2006 $4,570,246 $4,546,971 $23,275 $4,571,667 $4,675,152 ($103,485) $40,258 ($63,227)

FY 2007 $4,448,542 $4,404,566 $43,976 $4,496,709 $4,625,819 ($129,110) $0 ($129,110)

FY 2008 $4,615,472 $4,550,472 $65,000 $4,647,148 $4,757,043 ($109,895) $0 ($109,895)

FY 2009 $4,697,782 $4,697,782 $0 $4,551,408 $4,602,543 ($51,135) ($28,462) ($79,597)

FY 2010 $4,641,510 $4,641,510 $0 $4,794,630 $4,923,562 ($128,932) ($11,175) ($140,107)

Audited Fund Balance Change to Special Capital Debt Expendable Total of All 

General Fund  GF Bal Revenue Projects Service Trust Fund Balances

FY 2003 ($96,428) ($7,210) $47,213 $1,717 ($54,708)

FY 2004 ($50,701) $45,727 ($7,210) ($3,157) $1,717 ($59,351)

FY 2005 ($99,997) ($49,296) ($49,742) $71,028 $31,203 ($47,508)

FY 2006 ($163,224) ($63,227) ($9,439) $105,246 $31,440 ($35,977)

FY 2007 ($292,334) ($129,110) $34,774 $20,812 $32,550 ($204,198)

FY 2008 ($402,229) ($109,895) $0 $23,592 $29,614 ($349,023)

FY 2009 ($481,826) ($79,597) ($17,429) $26,699 $31,389 ($441,167)

FY 2010 ($621,933) ($140,107) ($18,214) $15,364 $31,943 ($592,840)

($525,505)

Carry Forward.  

A negative number in the "Carry Forward" column means that the District is planning to use some of the

Fund Balance to pay for the budget for that fiscal year.  A positive number would indicate that the budget 

 
From this table you can see that the audited fund balance for the general fund has been negative 
for the entire period of this report.  
 
How did this go unnoticed by the Board?  
 
This information was apparently not provided to the board. The following is an excerpt from a 
Q&A document presented at the budget information meeting on February 21, 2011. A school 
board member wrote this, documenting that the school board was unaware of the cumulative 
deficits. This correlates with the fact that in the most recent school budgets – FY 2009 and FY 
2010 – the board did not act to decrease the deficit. 
 
From the Bethel Budget Information Q & A handout: 

1) Why is Bethel the school with the worst financial problems, if the problems stemmed from the SU? 
As was pointed out at numerous public meetings last year prior to the Town’s vote last May to pay off the 
$480,000 in accumulated deficits, there are numerous factors that have contributed to this situation. Part of the 
answer is that the Bethel School Board was not exercising a sufficient degree of monitoring and oversight over 
the Supervisory Union, and was not sufficiently questioning the information that was being provided, or in 
some cases, that was not being provided.  
For example, the SU’s interim superintendent and interim business manager informed us last year that several 
years worth of external audits of Bethel’s finances had been delivered to the SU, but were never shared with the 
Bethel Board; they were in boxes, unopened, at the SU office. Prior to this, the Bethel Board had been told that 
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the financial audits were behind schedule by a number of years, but were catching up. Thus, a history of audits 
not being available had been established for years. 
Given that the Bethel School Board is made up of people who are not involved in finance or accounting-
oriented professions, its members necessarily rely on advice and counsel of the SU superintendent and business 
manager. Given the huge volume of financial information Board members must review and try to understand, 
the Board relies on the SU administration to point out areas that require our attention, either by statute or as a 
matter of fiscal responsibility to the taxpayers who fund the school. 
 

The board has taken action to ensure that this does not happen again. It has formed a finance 
committee as a sub-committee of the board to review and monitor the financial operations of the 
school district.  

• Board was trusting, but was not monitoring.  

• Audits were not delivered. 

• Boards need to become educated on expectations and understanding results.  
 
These three objectives can easily be achieved by the finance committee. This sub-committee of 
the board can focus on these issues and inform the greater board. 
 
The formation of the finance committee addresses each of these issues. This committee is critical 
to the long-term positive management of the school district’s finances. 
 
The school board described this committee’s charge as follows in the annual report presented at 
Town Meeting in 2011: 
 

• Financial Committee: This committee will handle various issues that come up between 
regular school board meetings in order to ensure that urgent issues can be tracked and 
monitored more than just once per month. Its responsibilities will include the following 
tasks, which it will then report to the full board: 

o To monitor any debt the school has, as well as to keep an eye on how the budget 
is working. 

o To provide ongoing board contact with the school administration and SU 
throughout the budget process. 

o To address strategic direction of, and financial resources required for, building 
and property issues, including maintenance and construction. 

 
So what is the plan to address this deficit?  

 

At the school district meeting on Town Meeting Day 2010, the voters approved borrowing to 
eliminate the amount of the deficit that was known at the time. That was a loan in the amount of 
$480,000 to be paid over three years with payments of $160,000 per year. That covered the 
deficit as of the end of FY 2009. There was also a deficit created during FY 2010. There is no 
projected deficit for FY 2011.  
 
The interim superintendent and school business consultant have a plan to retire all deficit-related 
debt and regain a course toward positive end-of-year fund balance by the end of FY 2013. 
Management actions have included implementing a FY 2011 budget freeze and they are 
currently projecting neither a surplus nor deficit for FY 2011. Additionally, and in accordance 
with Vermont law, the FY 2010 deficit was included in the FY 2012 budget that was approved 



SITUATION REPORT       BETHEL SD/WNWSU        MARCH 2011 

Page 9 of 23 

 

by the voters on Town Meeting Day on March 1, 2011. These actions would result the following 
payoff schedule:  
 

 

Table 5: Bethel School District Deficit Payoff Schedule through FY 2013 

Opening deficit FY 2009 ($481,826)  

Prior Period Adjustment made during FY 2010 ($11,175) ($493,001) 

Operating deficit FY 2010 6/30/2010 ($128,932) ($621,933) 

Payment from Note authorized at Town Meeting 
2010 (FY11) 

$160,000 ($461,933)  

No surplus or deficit from FY 2011 $0 ($461,933) 6/30/11 

Present FY2010 deficit to voters as part of FY2012 
budget (Included in budget approved 3/1/11) 

$123,199 ($338,734) 

Payment from note authorized at Town Meeting 
2010 (FY12) (Included in Budget approved 3/1/11) 

$160,000 ($178,734) 6/30/12 

Payment from note authorized at Town Meeting 
2010 (FY13) 

$160,000 ($18,734) 6/30/13 

 
This payment schedule to reduce the deficit by FY 2013 to the amount of $18,734 assumes:  

• A balanced of revenue/expenses in FY 2011. 

• The voters approving repayment of deficits as part of the budgets at Town Meeting in 
March 2012. 

• A balanced budget for FY 2012 and FY 2013. 
 

These assumptions are a change in the trend of chronic deficits in each fiscal year except 2004 as 
documented above but if realized would result in Bethel reducing the negative fund balance by 
the end of FY 2013 to $18,734, which is less than one-half of 1 percent of the budget that was 
approved on March 1, 2011.  
 
Was the school district over spending its budget?  

 
Not really. They did over spend the budget in FY 2010 by about 6.08 percent, at the same time 
they received 3.30 percent more in revenue than expected. This is a net difference of 2.69 
percent. Compared to a household with an income of $50,000, this is about the same as $1,345 
over the course of a year or about $112 per month.  
 
During the period studied,  (FY 2003- FY 2010) the school district on average spent 2.05 percent 
more than the budget and received 1.22 percent more than expected. Overall it averaged 0.87 
percent (less than one percent) deficit each year. Compared to a household with an income of 
$50,000, this is about the same as $435 per month. 
 
So the problem is not excessive overspending but rather incrementally smaller overspending 
accumulating over a long period.  
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Summary of the Bethel deficit situation: 

• The school district had ignored a growing deficit. 

• The problem has existed since at least FY 2003. 

• The problem was exposed and presented to the public in March 2010. 

• The problem is not excessive expenditures but rather a lack of monitoring the 
accumulation of deficit.  

• New administrative team is addressing the core issues. 

• School board has new awareness (finance committee) of the problems and how to 
monitor the situation more effectively.  

• The interim superintendent and school business consultant have taken corrective action to 
ensure that this mistake is not repeated.  

 
Issue 2 – WNWSU General Fund Deficit 
 
Supervisory unions are different from school districts; the major revenues are assessments and 
grants rather than the collection of taxes.  
 
Ideally, grant revenue plus district assessments should add up to the budget of the supervisory 
union. However, in reality, once the budget year is finalized a “reconciling” assessment is 
needed to adjust for what actually happened compared to the budget. In terms of a timeline, the 
SU budget is developed and approved by the member school district boards early enough so that 
each board knows its share of the assessment as each prepares its individual school district 
budget. During the year, the assessments are paid from the school districts to the SU. At the end 
of the year, the accounts are audited, the difference between what was collected, and what was 
spent is apportioned to each school district. The reconciling assessment takes place after the 
audit of the SU is completed. It is not uncommon to have a prior year assessment paid to the SU 
from each town. In rare cases, this could mean a payment from the SU to the towns.  
 
In the case of WNWSU, all Special Education services are provided by the SU and the cost is 
assessed the member districts based upon an agreed formula. Actual Special Education costs are 
often not finalized until well after the close of the fiscal year. This is caused by the timing of 
billing from service providers and the reimbursement by the state. The final reimbursement from 
the state is after all towns have submitted their final Special Education Expense Report (SEER).  
The Special Education model of WNWSU almost ensures that following the end of the school 
year, an assessment will be paid by each member district to the SU. This is because the Special 
Education services and associated expenses take place at the SU. The state reimbursement is paid 
to each town. Since the reimbursement is intended to be about 50 percent of the expenditure, 
there will usually be a case where the towns owe money to the SU at the end of the year. The 
only way to avoid this is for the SU to inflate the assessment during the school year in 
anticipation of an estimated Special Education reimbursement. The prior year assessment is a 
reasonable model if all parties agree.  
 
The reconciling assessment described here should be equal to the general fund deficit for the 
year that just ended. Based on a review of annual audits from FY 2003 to the present, the prior 
year assessments have varied substantially as shown in this graph. 
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WNWSU operates two basic funds. The general fund is made up of the central office accounts, 
the Special Education accounts, the Early Essential Education account group, and the special 
revenue fund, which consists of the grant accounts.  
 
Therefore, the SU has a fund balance for the general fund and the special revenue fund. In our 
review of the annual audits, we found a consistent surplus in the special revenue fund balance.  
 
The special revenue fund, usually consisting of grants, can be used solely for the purposes for 
which they were intended.  
 
This graph shows the general fund deficit overlaid with the special revenue surplus. It 
demonstrates that the financial performance of the SU was not as negative as the graph above 
would seem to indicate.  

 
Because the special revenue fund balance was usually more positive than the general fund was 
negative, it looked like the SU’s finances had no problems.  
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Based on the independent audit done for FY 2010, it was discovered that the appropriate 
adjusting or reconciliation audit was not correct for FY 2009. This became apparent at about the 
same time as the FY 2010 deficit was found for the Bethel School District. Therefore the 
reconciliation assessment for FY 2010 is larger than normal.  

This seemed like a double whammy to the citizens of Bethel. They saw a deficit from 
their own school district and one from the SU during a relatively short time period. 

 
Table 6 The General Fund Reconciliation Assessment. 

School District FY 2010 Reconciliation Assessment  

Bethel $145,430.37 

Granville $26,010.84 

Hancock $22,665.90 

Pittsfield $24,452.02 

Rochester $66,787.38 

Stockbridge $38,523.22 

Total  $323,869.73 

 
Table 7 – Supervisory Union History. 

 
Budget Actual Revenue Transfers/ Change to 

Revenue Expense Carry forward Revenue Expense minus ExpenseAdjustments Fund Balance 

FY 2003 $1,830,366 $1,830,366 $0 $1,904,517 $1,990,600 ($86,083) ($86,083)

FY 2004 $0 $1,941,974 ($1,941,974) $2,205,520 $2,207,124 ($1,604) ($2,000) ($3,604)

FY 2005 $0 $2,305,303 ($2,305,303) $2,358,540 $2,806,739 ($448,199) ($24,554) ($472,753)

FY 2006 $2,435,976 $2,435,976 $0 $2,997,046 $3,206,504 ($209,458) ($209,458)

FY 2007 $2,769,387 $2,769,387 $0 $3,497,216 $3,066,110 $431,106 $431,106

FY 2008 $2,872,550 $2,963,649 ($91,099) $3,254,652 $3,166,449 $88,203 $88,203

FY 2009 $3,029,115 $3,008,776 $20,339 $3,202,554 $3,131,861 $70,693 ($11,105) $59,588

FY 2010 $495,031 $3,200,095 ($2,705,064) $3,954,023 $4,182,894 ($228,871) $3,382 ($225,489)

Audited Fund Balance Special Capital Debt Expendable Total

General Fund Revenue Projects Service Trust

FY 2003 $8,538 $227,445 $235,983

FY 2004 $4,934 ($3,604) $200,249 $205,183

FY 2005 ($467,819) ($472,753) $190,287 ($277,532)

FY 2006 ($677,278) ($209,459) $236,294 ($440,984)

FY 2007 ($246,171) $431,107 $126,855 ($119,316)

FY 2008 ($157,968) $88,203 $273,090 $115,122

FY 2009 ($98,380) $59,588 $280,477 $182,097

FY 2010 ($323,869) ($225,489) $299,084 ($24,785)

Carry Forward.  

A negative number in the "Carry Forward" column means that the District is planning to use some of the

Fund Balance to pay for the budget for that fiscal year.  A positive number would indicate that the budget 

will be funding a deficit from a prior year, or fund a transfer such as debt service or enterprise fund (Food Service).
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During this time the “due to other funds” amount between the general fund and special revenues had 
been the financing mechanism of the operating deficit.  
 
Based on our review, we cannot determine why the financial statement showed a zero budget for FY 
2004 and FY 2005 and an obviously too low budget for FY 2010. The data presented is from the 
independent auditor’s report for each year. 
 

Summary of the WNWSU deficit situation: 

• The SU has two funds: 
o General fund for the operations of the central office, Special Education and Early 

Essential Education. 
o Special revenue fund for the various grants such as the Federal Consolidated 

Grant and other specified revenue.  

• The general fund is supported by assessment from the member school districts. 

• The special revenue fund has had a positive fund balance for each year of this period. 

• Special Education reimbursement flows from the state to the member school districts and 
by assessment to the SU. 

• Because of the timing of the Special Education reimbursement and the assessment, it is 
normal to have a reconciliation assessment following the fiscal year end and after the 
audits for that year are complete. 

• The reconciliation assessment for FY 2009 was not correctly applied. 

• In order to correct the FY 2009 reconciliation assessment, the FY 2010 reconciliation 
assessment was larger than expected.  

• The interim superintendent and school business consultant have taken corrective action to 
ensure that this mistake is not repeated.  

 

Issue 3 – Are these problems supervisory union-wide?  
 
The short answer is “no.” 
  
Attached to this report is a 9-page report entitled “Information from Independent Auditors 
Reports.” There is one sheet for each budget entity. Tables 4, 7 and 8 are excerpts from these 
reports.  
 
Ideally, the fund balance at the end of each fiscal year would be zero. This condition is 
theoretically possible but very rare. The board needs to understand what the fund balance is from 
the prior year as it creates the budget for the upcoming year. The fund balance should be 
reflected in the budget as soon as the audit is completed. For example, if the fund balance at the 
end of FY 2008 is $100,000, then the budget for FY 2010 should show a balance brought 
forward of $100,000.  
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Table 8 – Audited Fund Balances for each District along with the Average Fund Balances 

 
General Fund Audited Fund Balances

Supervisory Union Bethel Rochester Stockbridge Granville-Hancock Hancock Granville Pittsfield

FY 2003 $8,538 ($96,428) $175,737 $16,839 $14,865 $41,515 $41,830

FY 2004 $4,934 ($50,701) $48,605 $62,468 ($12,714) $99,196 $58,122

FY 2005 ($467,819) ($99,997) ($16,172) $132,896 ($2,283) $49,433 $160,839 ($43,086)

FY 2006 ($677,278) ($163,224) ($155,843) $123,668 ($9,656) $89,361 $142,539 ($31,987)

FY 2007 ($246,171) ($292,334) ($60,981) $45,638 $28,195 $52,196 ($88,586) ($5,173)

FY 2008 ($157,968) ($402,229) $282,191 ($12,963) $25,228 $17,499 ($6,362) ($4,879)

FY 2009 ($98,380) ($481,826) $175,812 $3,716 $108,416 ($50,357) $116,903 $74,585

FY 2010 ($323,869) ($621,933) ($3,474) ($7,444) $22,436 $240,202

Average Fund Balance 

($244,752) ($276,084) $55,734 $45,602 $29,980 $22,840 $88,281 $12,773

 
In the chart above, the “Average Fund Balance” column for the general fund of each district 
helps us determine if the chronic deficit is a supervisory union-wide problem. The two entities 
with a negative average fund balance are the SU and Bethel School District.  
 
The fund balance for the supervisory union is addressed by reconciliation assessment in the year 
following the auditor’s determination of the deficit. Since this is an assessment, the fund balance 
for the SU will normally be a deficit. The only way to avoid this would be to make estimated 
assessment payments between the SDs and SU before the end of the fiscal year. Therefore, the 
deficit fund balance at the SU is not a problematic issue. One could consider this a loan from the 
special revenue fund to operate the SU office until the reconciling assessments are made in the 
following year.  
 
Conclusion: 

 

It is fair to conclude that the deficit problems that have plagued the Bethel School District are not 
systemic to the rest of the supervisory union. 
 

Issue 4 – What caused the problem of chronic deficits in the Bethel School District?  
 

Inconsistent Business Operations Leadership 

 
In my opinion,  attention to detail at WNWSU has suffered due to the numerous and rapidly 
changing business managers. This table shows that over a span of eight years, 10 different 
individuals have been involved in a leadership position responsible for the fiscal operations of 
the district.  
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Table 9 – Parade of Business Manager and Consultants in Business Activities  

 

Time Period* Business Manager Comment 

8/04 to 8/06 Pat Regan Business Manager 

9/06 to 2/07 Dick Stewart  
Tim Mock 

Consultant 
Superintendent/Business manager 

3/07 to 6/08 Ollie Jakob He left for a couple months and then returned during 
this period. When he was gone, Tonia Mears filled in 
with Tim Mock, superintendent, overseeing her work. 

7/08 to 9/08 Tonia Mears Filled in as business manager with Tim Mock, 
superintendent, overseeing all business functions. 

8/08 to 10/09 David Allen Business Manager 

10/09 to 5/10 Tonia Mears Again she filled in as business manager with Tim 
Mock, superintendent, overseeing her work. 

5/10 to 9/10 Richard Stewart Consultant 

8/10 to 12/10 Kevin Coleman Business manager 

12/10  Norm Andrews 
Richard Stewart 
John Poljacik 

Consultant on specific task basis. John Poljacik, 
interim superintendent, works with Norm Andrews 
and Richard Stewart on business functions. 

* The dates given are estimates, not from a review of employment records. They are presented to 
illustrate the number of people and the short tenure of the people involved. 
 
The role of the business manager is not clearly defined. In general, we expect the business 
manager to lead in the financial operations of the supervisory union. The individual defines how 
that leadership is carried out. It has been estimated that the first year of the tenure of a business 
manager is spent learning what needs to be done and when. There are guidelines from the state, 
but they are in the form of when reports are due and what content each report requires. They are 
not detailed. The process of board orders, for example, is explained in general in statute; monthly 
financial reports and debt review are not.  
 
What is clear from the auditor’s report and comments made throughout this review is that the 
checks and balances (internal controls) built into the financial operations of a school district were 
not being followed in Bethel.  

• Board orders or warrants were not used. 

• Coding for expenditures were not consistent nor were they checked for accuracy. 

• There was no monthly financial reporting to the board.   

• There was no periodic review of debt. 

• There was an apparent disconnect between the school board and the business office. 

• The fund balance and prior year deficit were not considered in the development of the 
succeeding year’s budget. 

 
These issues are the collateral damage, in this case, of the “parade” of business managers. With 
the lack of consistent leadership in the business manager role, these types of issues should be 
expected. The good news is that Bethel was not excessively over-spending its budgets. 
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Internal Controls and the Independent Auditor’s Report 

 
Internal controls are those policies and procedures that are in place to ensure that the operations 
of the school district are consistent, properly documented, and reduce the change that fraud or 
malfeasance can go undetected. Some might call them “best practices” for the business office.  
State law requires that an independent accountant, in accordance with some designated criteria, 
review the internal controls of the district. In other words, the school district administration 
cannot direct which areas to review or which areas to ignore. 
 

TITLE 16 VSA §563 (17)  
17) “… the school board shall employ a public accountant annually to audit the financial 

statements of the school district pursuant to that section. Audits performed by public 

accountants shall be conducted in accordance with generally accepted government 

auditing standards, including the issuance of a report of internal controls over financial 

reporting that shall be provided to recipients of the financial statements….” 
 

This report is done annually. If the auditor finds areas of concern, they are reported. Some 
concerns are minor and result in recommendations. Some concerns are more significant and rise 
to the level of material weakness.  

 
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 measure of a school district’s intention to improve its financial operations is to see if the 
same issues continue to be reported from one year to the next. If a concern is repeated in the 
auditor’s report, it is likely that the issue is not being addressed appropriately. We read the 
management finding in the audit reports and for the most part, they are not repeated.  
 
We found these audits unusual in that they did not address “prior year findings” as a separate 
topic. That type of paragraph would follow management’s report on what has been done to 
rectify the situation pointed out in the previous report. This follow-up is a helpful work list for 
the business manager. It would be extremely helpful, almost a critical necessity, when there are a 
number of people filling the role of business manager.  
 
Conclusion: 

 
The significant error in Bethel was not attending to the deficit fund balance from prior years. The 
most apparent cause seems to be a turnover of business managers over a relatively short period 
of time. If, on the other hand, the independent auditor’s report had consistently followed up on 
issues, some of this could have been avoided. But if, as reported, these audit reports were not 
distributed but remained in boxes in the SU office, their content would be moot.  
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Issue 5 – What safeguards that should have been in place failed and how?  
 
Part of the answer is the rotation of business managers. Given the short time each was involved, 
they could not effectively and efficiently pass on the details that would have prevented these 
events. 
 
Another part of the answer is change in software without the required training and planned 
transition. 
 
A third component is the board’s involvement. This was detailed earlier in this report. 
 
The Vermont Department of Education may have been able to alert the school district to these 
problems. Each year, the school district files a statistical report, which includes the financial 
transactions of the district recorded in accordance with federal account codes. The staff at DOE 
is limited and investigates from year to year only when changes in any specific code is made. A 
flag or limit is determined by the specific code and amount. For example, if salaries went up or 
down by 20 percent that might be a flag. No flags appeared for Bethel.  
 

Conclusion: 
 
The “normal” safeguards did not catch the issue of the accumulating deficit in Bethel either 
because of their design (state) or because of transition (management) or by lack of knowledge 
(board).  
 
The Bethel board and the SU have established controls to address the deficit issue. 
 

Issue 6 – What is being done right now to fix the deficit? 
 
A three-year plan, described in Issue 1 above will address the current deficit so that by the end of 
FY 2013 the deficit will be at less than one-half of 1 percent of the budget approved on March 1, 
2011. 
 
Given the aggressive nature of this plan, and barring any major financial catastrophes, this plan 
will be successful. 
 
We believe the Bethel School District will maintain a watchful eye over its budget. In fact, as 
pointed out above, they are spending well within normal variations of the budget; they are not 
spending excessively.  
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Table 10 – Percent over Budget for Bethel by year: 
Fiscal Year Revenue Expenses Total 

FY 2003 2.11% 4.48% 1.73%

FY 2004 2.43% 1.47% -1.44%
FY 2005 3.23% -5.99% -4.68%

FY 2006 0.03% 2.82% 2.26%

FY 2007 1.08% 5.02% 2.87%

FY 2008 0.69% 4.54% 2.36%

FY 2009 -3.12% -2.03% 1.12%
FY 2010 3.30% 6.08% 2.69%

1.22% 2.05% 0.87%  
Bethel’s financial operations were almost always within 5 percent of the budget.  
 

Conclusion: 
 
It is reasonable to expect Bethel School District to continue to follow its budget. Given the three-
year plan, it is also reasonable to expect it to have a deficit fund balance of less than one-half of 
1 percent by the end of FY 2013. 
 

Issue 7 – What fundamental changes are being made to ensure that this situation does not 

occur again? 
 
Town Meeting Day 2010 was a “wake-up call” for Bethel School District. Two events happened 
that day that changed this school district. 

• They hired John Poljacik as the interim superintendent. 

• They borrowed $480,000 over three years to address a deficit that had been building for 
almost eight years.  

 
Management action: 

• Under Superintendent Poljacik’s leadership, they have “turned the ship around.” He hired 
Norm Andrews as school business consultant to work on a task-by-task basis. 

• Norm Andrews has introduced, with John Poljacik’s approval, a number of tools to 
ensure that history does not repeat in Bethel School District and WNWSU. 

 
At the beginning of this review, we had a conversation with one of the former business 
managers. He described a situation that did not have much structure in terms of financial internal 
controls. He talked about not using board orders, a lack of consistency in terms of account 
coding, no consistent hiring processes, checks being issued based on verbal directives and other 
practices that are inconsistent with good internal controls.  
 
Therefore, as we started our review we requested that Mr. Andrews complete an internal control 
self checklist. This checklist is a good evaluation of best practices. Our evaluation of this 
checklist shows a supervisory union is operating well and with good financial control practices. 

• This checklist is included as an attachment to this report.  
 
We asked about steps Mr. Andrews has taken to ensure that corrections he has implemented will 
remain after his contract work is complete. How does WNWSU and Bethel School District 
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ensure that the business management tasks are all remembered and that they are done on time? 
Mr. Andrews has created a Critical Task List detailing what tasks are required each month.  

• The WNWSU Critical Task List is an attachment to this report.  
 
In a previous employment situation, Mr. Andrews created a work schedule to accomplish 
required reporting. This document clearly shows who in the office is responsible for each of the 
various end-of-year reports.  

• Attached to this report is a copy of this work schedule as it was developed for the South 
Burlington School District. This is simply a template and is easily redefined to any 
district. As the fiscal year end approaches, Mr. Andrews will adjust this to WNWSU. 

 
Management has taken some planning steps to ensure that the deficits are not repeated and that 
the workflow in the business office remains uninterrupted in the event of future transitions of 
business leadership.   
 
Board Action: 

The Board has taken several steps to ensure that these events are not repeated. 

• Invoice approvals: At least three board members must review all bills being paid by the 
supervisory union on Bethel’s behalf, and the three members must sign these warrants 
before they can be paid. 

• Expenditure/revenue reports: The supervisory union must provide all board members 
with a monthly expenditures and revenues report prior to the board’s monthly meeting, so 
they have a chance to review it and request clarifications during the meeting. 

• Debt review: The supervisory union must provide all board members with a quarterly 
review of any and all debt instruments for which Bethel schools is liable (since these do 
not always show up on expenditures/revenues reports). 

• Budgeting: The board, with the help of the superintendent, has implemented a rigorous 
budgeting process. 

• Committees: In order to ensure solid governance, as well as community involvement and 
awareness, the school board formed committees to address several important aspects of 
the school’s oversight, operations, and strategic direction. These committees include 
members of the public, teachers, and board members. 

• Financial Committee: This committee will handle various issues that come up between 
regular school board meetings in order to ensure that urgent issues can be tracked and 
monitored more than just once a month. Its responsibilities will include the following 
tasks, which will then be reported to the full board: 

o To monitor any debt the school has, as well as to keep an eye on how the budget 
is working. 

o To provide ongoing board contact with the school administration and SU 
throughout the budget process. 

o To address strategic direction of, and financial resources required for, building 
and property issues, including maintenance and construction. 

• Future Focus Committee: To gather information, consolidate options, and provide 
recommendations to the full board regarding progress on any issues deemed critical to 
optimizing the future of Bethel schools and its ability to provide a cost-effective, high-
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quality education to the community’s students . The issues are many and varied, but 
likely would include: 

o Withdrawal from WNWSU. 
o Strategic direction. 
o Efficiencies/cost-savings. 
o Curriculum enhancement/adjustment. 
o Future options for the school’s governance and structure. 

� Tuitioning students to other schools. 
� School choice. 
� Regional education districts. 
� Any other ideas. 

 

Conclusion: 
 
Both the board and management have taken steps to ensure that the problems that created the 
large deficit in Bethel are not repeated and that best practices in the supervisory union are 
incorporated in the normal operations.  
 

Issue 8 – Consolidation. 
 
At the annual meetings in March 2010, voters in the town school districts of Bethel and 
Rochester voted to withdraw from the Windsor Northwest Supervisory Union.  
 
Review of the situation at the time of the vote and changes that have occurred since, indicate that 
this vote was a reaction to the problems of the supervisory union office at the time of the vote. 
The business manager had been fired shortly before that town meeting and the interim 
superintendent was appointed in the morning of Town Meeting Day. The problems in the SU 
office had extended throughout the districts. These problems include invoices not being paid in 
timely manner, employee wages not correct, and various deficits from town to town. So 
dissatisfaction with the SU was reasonable and could be expected. The changes implemented by 
Interim Superintendent John Poljacik, and implemented by the team he has assembled have 
addressed the problems and the dissatisfaction seems to have abated. 
 
However, the votes by these two towns express the desires of the voters and have put into action 
a series of events that may change the future of the WNWSU.  
 
Vermont State law places the future of WNWSU into the hands to the State Board of Education: 

 

16 V.S.A. § 261. Organization and adjustment of supervisory unions 
§ 261.  
(a) The state board shall review on its own initiative or when requested as per subsection 

(b) of this section and may regroup the supervisory unions of the state or create new 

supervisory unions in such manner as to afford increased efficiency or greater 

convenience and economy and to facilitate K-12 curriculum planning and coordination 

as changed conditions may seem to require. 



SITUATION REPORT       BETHEL SD/WNWSU        MARCH 2011 

Page 21 of 23 

 

(b) Any school district which has so voted at its annual school district meeting, if said 

meeting has been properly warned regarding such a vote, may apply to the state board of 

education for adjustment of the existing supervisory union of which it is a component 

district. The state board shall give timely consideration to such requests and may regroup 

the school districts of the area so as to ensure reasonable supervision of all public 

schools therein. 

(c) The state board may designate any school district, including a unified union district, 

as a supervisory district if it will offer schools in grades K-12 and is large enough to 

support the planning and administrative functions of a supervisory union. 
 
Once the vote is taken, the State Board of Education will make a decision based on the following 
rules:  

State Board of Education Manual of Rules and Practices 

SCHOOL DISTRICT ORGANIZATION  

 

3100 Statement of Purpose 
 

The State Board of Education firmly believes that the school districts of Vermont 
should be organized so as to provide the maximum educational opportunities for 
pupils in grades K-12 or 1-12 consistent with administrative and financial 
effectiveness and efficiency. 

 
3200 Supervisory Unions 
 
3221.3 Following a request to adjust, the petitioning district shall conduct a needs 
assessment which should indicate what educational services are presently provided and 
what educational services would be provided under the proposed adjustment. 
 
3221.5 The State Board of Education will consider action on a request following receipt 
of the above information. 
 
3221.6 In no case will adjustments occur within supervisory unions until July 1 following 
the annual supervisory union meeting following State Board of Education action. 

 
In accordance with BOE rule 3221.3, Interim Superintendent John Poljacik submitted the Needs 
Assessment for the BOE meeting of August 17, 2010. 
 
Four options were presented: 

• Status quo: Keeping the SU as is. 

• Unified union: Create a single district out of the SU. 

• Unified destinations: Shift all six school districts into one existing SU. 

• Split destinations: Shift the six school districts into various existing SUs. 
 
In December 2010, Mr. Poljacik sent a letter to the commissioner of Education documenting and 
summarizing the public meetings held at each town in the supervisory union.  

• A copy of that letter is included as an attachment to this report.  
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The State Board of Education will make a determination about the future and the timeline for 
changes to WNWSU when they take this matter up on their agenda.  
 
Issue 9 – Strategic Planning and future concerns 
 

Planning:  

 
Educational activities and curriculum planning continue under the current governance structure.  
 
In each of the town meetings and public discussions about the future of the SU, the local towns 
have concentrated on the impact to their own towns.  
 
The Bethel School District has formed the Future Focus Committee to continue the strategic 
planning process and to stay current and ahead of developments. This is the charge for this 
committee in the Bethel School District:  

• Future Focus Committee: To gather information, consolidate options, and provide 
recommendations to the full board regarding progress on any issues deemed critical to 
optimizing the future of Bethel schools and its ability to provide a cost-effective, high-
quality education to the community’s youth. The issues are many and varied, but likely 
would include: 

o Withdrawal from WNWSU. 
o Strategic direction. 
o Efficiencies/cost-savings. 
o Curriculum enhancement/adjustment. 
o Future options for the school’s governance and structure. 

� Tuitioning out. 
� School choice. 
� Regional education districts. 
� Any other ideas.  

 

Legal Action: 
 
There is a pending legal action against the WNWSU in Windsor Superior Court filed by former 
Business Manager David Allen. This action has the potential of presenting an unexpected 
expense/liability to the SU. This report intentionally does not comment on this case.  
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Attachments to this report: 
 

1. Information from independent auditor reports: Nine-page summary of the financial 
activities for all SU budget entities. 

2. Internal controls self review: Eight-page review completed by Norm Andrews of the 
internal controls for the SU business office. This creates a checklist of best practices. 

3. WNWSU critical task list: Four-page calendar-based task list for the business office. This 
is a tool to help future business leadership understand what needs to be completed and 
when. 

4. Burlington School District’s work schedule: This one-page task list is a template of a 
reminder of which reports are required from the business office. This is another tool for 
future business leadership to encourage continuity.  

5. Report of Bethel School District budget information night: Four-page description (not 
minutes) of the meeting on February 21, 2011. 

6. Bethel School Board Q&A: Five-page handout for the February 21st budget information 
meeting for Bethel School District. This helps explain, from the board’s perspective, 
what happened and what steps are needed in the future.  

7. Letter from Bethel School Board for citizens: Pages 63 through 66 of the annual school 
district report. This gives the board’s view of the future. 

8. Letter from the interim superintendent to the citizens: Pages 89 and 90 of the annual 
school district report. This describes the interim superintendent’s state of the SU report.  

9. Letter from the financial consultant to the citizens: Page 91 of the annual school district 
report. This describes the financial status of the school district. 

10. Report of the Bethel School District’s annual meeting: Six-page description (not minutes) 
of the BSD annual meeting on March 1, 2011. 

11. Minutes of the Bethel Town School District meeting March 2, 2010. This page shows the 
motion to withdraw from the supervisory union. 

12. Letter from the supervisory union board to the citizens of all the towns. This four-page 
letter describes the current status of the consolidation of school districts within this SU.  

13. Letter from Interim Superintendent Poljacik to Commissioner Armando Vilaseca 
concerning consolidation of WNWSU. This is part of the process detailed in Vermont 
Statute following a vote to withdraw from an SU.  
















































































































