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Auditor proposes new embezzlement legislation  
 

 

 

MONTPELIER— On February 1, State Auditor Tom Salmon, CPA, CFE, testified before 
the House Government Operations Committee proposing new legislation requiring all enti-
ties in the State of Vermont that receive more than $250,000 in state funding to be required 
to fill out and submit to the State Auditor’s Office a brief checklist designed to evaluate 
their internal controls. 
The “red flag” checklist is a series of questions concerning segregation of duties, how fi-
nancial records are maintained, if and how audits of the organization are 
conducted and who does bank deposits and reconciliations. It takes 
about 20 minutes to complete.  
Salmon said he believes that this simple exercise would begin a culture 
of awareness among those who work in small organizations, including 
small towns, of the possible pitfalls that may lead to fraud, theft and 
embezzlement. 
“Vermonters are inherently trusting and we believe we can trust our 
neighbors,” Salmon said. “It is important to trust, but verify.” 
Salmon will testify again at the House Government Ops Committee on 
Friday, March 2. 
To view the checklist, click here. 

In October 2011, a wire transfer 
fraud involving over $130,000 of 
public education funds occurred in 
the Washington South Supervisory 
Union. The fact that no one re-
ported this event to the State Audi-
tor’s Office raised concerns 
over  fraud reporting requirements 
and financial controls within the 
public education community. 
On December 15, a letter was sent 
to each school superintendent ask-
ing for information about any theft, 
wire transfer fraud or embezzle-
ment that had occurred in their 
supervisory union or school district 
since 2000. If any event had oc-
curred, we asked for the details of 
the incident. 
All 63 SUs and SDs responded 
reporting a grand total of more than 
$415,000 stolen from Vermont 
schools since 2000.  
Auditor Salmon presented the re-
sults to the House and Senate edu-
cation committees on February 21. 
The results obtained from those 
responses are in the complete situa-
tion report, which may be read by 
clicking here. 

SAO takes a look 
at embezzlement 
in Vermont schools 

MONTPELIER – On February 7, State Auditor 
Tom Salmon, CPA, CFE, released the results of an 
audit that looked at how the state ensures that it 
does not pay Medicaid funds to providers that owe 
state taxes. 
The Medicaid program is the largest human services 
program in Vermont. In fiscal year 2011, 
about $1.27 billion was spent on Vermont’s Medi-
caid program with about $412 million coming 
from state funds. 
The Department of Taxes reported that in October 
2011, about $130 million in taxes owed to 
them was more than 60 days overdue. The audit 
addressed the question of whether any of these 
back taxes might be owed by Medicaid providers 
who would have the potential to receive state funds 
while owing the state money. 
The audit found 68 Medicaid providers that owed a 
total of about $360,000 in state taxes was 
delinquent more than 60 days. These were a mix of 
provider types, including physicians, durable 
medical equipment suppliers, and pharmacies. 
While taxes owed by regular suppliers of state gov-
ernment can be recovered by deduction from 
the state’s payments to them, the legislation that 
created this process excludes Medicaid 
payments. 
For most suppliers of state government, the state 
will deduct taxes owed from payments it makes 
to them. The Department of Taxes reported that 
between FY 2008 and FY 2011 more than $3.2 
million of tax debt has been offset in this process, 
including about $900,000 in FY 2011 alone.  
Read more. 
To read the report “Medicaid Providers: State Has 
Foregone an Opportunity to Recover Delinquent 
Taxes from Providers,” click here. 

Audit found Medicaid  
providers owe $360,000  
in delinquent state taxes 

Tom Salmon 

To remove your name from our distribution list simply reply to this e-mail.  Questions or comments, please 
e-mail Dale.Schaft@state.vt.us. And please visit our web site at auditor.vermont.gov 

 
“Standing Watch” is a monthly 
video dedicated to informing 
the public about the auditor’s 
office projects.  Watch. 
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