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         DOUGLAS COUNTY  
                         INTERNAL AUDIT DIVISION 
 

 
 

Douglas County Elected Officials and Department Heads 
Douglas County 
Omaha, Nebraska 68183 
 
July 27, 2010 
 
 
The Douglas County Internal Audit Division conducted a compliance review audit of 
Countywide Contracts for Douglas County.  The audit was conducted in accordance with 
Standards for the International Professional Practice Framework (IPPF) of the Institute of 
Internal Auditing.   
 
Douglas County Internal Audit will review the design and effectiveness of internal 
controls and summarize the significant elements of Countywide Contracts. The 
examination included verifying that controls are in place to ensure contracts are properly 
administered.    
 
The purpose of this report is to describe the results of reviewed items, including internal 
controls and compliance, and not to provide an opinion on the internal controls or 
compliance. 
  
We would like to thank you, and your staff, for your cooperation and assistance during 
this audit. 
 
 
 
Carmen Harmon 
Internal Audit Administrator 
Internal Audit Division 
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Executive Summary 

 
The Douglas Purchasing Department, Douglas County Attorney, and the Douglas County 
Clerk/Comptroller were identified as part of the countywide contract process. Each 
department plays a key roll in the process and differs for each department. As part of the 
audit process, Internal Audit reviewed the contract process applicable to each department 
and obtained supporting evidence to ensure compliance was met.    
 
The following findings were noted while conducting the audit: 
 
FINDING #1: 
The Douglas County Purchasing Department does not have formal written internal 
policies and procedures explaining contract administration activities and functions within 
the office. 
 
FINDING #2: 
The Douglas County Purchasing Department, County Attorney, and County 
Clerk/Comptroller do not have a formal centralized contract automated system which 
allows for the uploading, monitoring and automated reporting of countywide contracts.  
 
FINDING #3: 
The Douglas County Purchasing Department does not have a formal written conflict of 
interest policy. 
 
FINDING #4:  
Insufficient documentation consistently submitted for payment.  
 
FINDING #5:  
The Douglas County Purchasing Department does not have a code of ethics policy. 
 
FINDING #6: 
The Douglas County Purchasing Department does not have a nondiscrimination clause. 
 
FINDING #7: 
The Douglas County Purchasing Department does not have an audit clause.   
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Background 
 

Douglas County and the City of Omaha have joined together under the Douglas County 
Purchasing Department to provide a single agency that is responsible for the purchasing 
requirements for City and County departments and agencies. 
 
In carrying out its responsibilities, the Douglas County Purchasing Department processes 
seven types of contracts as follows: 1) personal services; 2) affiliation; 3) inter-local 
agreement; 4) lease; 5) contract; 6) cable franchise; and 7) service agreement 
 
For contracted services, only the three entities/individuals listed have statutory authority 
to enter into a contract for Douglas County: 1) the Douglas County Board of 
Commissioners, 2) the Purchasing Agent, and 3) the Election Commissioner.  When the 
Purchasing Agent has entered into a contract, there may or may not be a Board resolution 
pertaining to the expenditure.1 
 
Professional Services  
 
Professional services are technical, special services or unique functions performed by 
specially skilled or licensed persons or businesses. 
 
Examples of professional services include: accountants, actuaries, appraisers, architects, 
attorneys, brokerage firms, business consultants, business development managers, 
copywriters, engineers, law firms, physicians, public relations professionals, recruiters, 
researchers, real estate brokers, translators, software engineers and web designers.  
 
Affiliation 
 
An affiliate agreement typically allows the service provider the opportunity to have their 
students participate in a clinical rotation in a County facility.  Examples of affiliate 
service providers include: UNMC, Creighton University, College of St. Mary, etc.   
Clinical supervision is provided by the service provider.   Typically, there is no payment 
to the service provider or cost to the County. 
 
 
Inter-local Agreement  
 
An Inter-local Agreement is an agreement between local governments to share 
services/functions or to provide services or goods per Neb. Rev. Stat. 13-804. 
 
 
 
 
 
                                                 
1 Source: Douglas County/Clerk Comptroller Finance Division Accounts Payable Manual, Documentation 
for Processing Payments – 2006. 
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Lease 
 
A lease is an agreement between the Owner of real or personal property 
(Lessor/Landlord) and a person(s) or entity for the use the real or personal property 
(Lessor/Tenant).   
 
Contract 
 
A contract is an offer, acceptance and consideration.  It is a binding agreement between 
two or more parties for service or goods.  
 
 
 
Cable Franchise 
 
A Cable Franchise is an agreement between a Cable provider and the County to provide 
television cable service to subscribers for a fee.   
 
Service Agreement 
 
A service agreement is an agreement to provide scheduled updates, service or 
maintenance on County personal property.   
 
Quote 
 
A quote is an invitation to suppliers for services or goods with an anticipated total cost of 
less than $20,000.00.  
 
Bid 
 
A bid is an invitation to suppliers for goods or service with an anticipated total cost of 
more that $20,000.00. 
 
RFP  
 
A request for proposal is an invitation to suppliers typically for complex services or 
goods that may not carry a fixed cost to include medical care for employees, technical 
services or professional services.  
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Scope 
The scope of this audit will test the design, and operating effectiveness, of internal 
controls related to Countywide Contracts. Audit procedures will include; an examination 
of applicable policies, procedures, state statutes, and standards governing the program.  
 
The review was coordinated, and conducted, with selected staff, and management, with 
the Douglas County Purchasing Department, Douglas County Attorney’s Office, Douglas 
County Administration and the various Douglas County Departments – who engage in 
contract agreements. 
 
Douglas County Internal Audit reviewed the design and operating effectiveness of 
internal controls relating to Countywide Contracts. The examination will include testing 
for compliance of the contract process and information technology applications used to 
centralize the contract documents.   
 
Methodology 
Our methodology included a review of the County’s purchasing manual and executive 
orders. We interviewed Purchasing staff, Administrative staff, and County Clerk staff, 
observed procedures, and documented our understanding of the process and the internal 
controls. We performed detailed testing and analysis of transactions. Finally, we 
conducted research on best practices.  
 
Noteworthy Accomplishments 
An on-line purchasing manual is available to employees on the County’s intranet system. 
Previously, employees received a hard-copy manual which could become outdated 
quickly and was cumbersome to update.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

FIGURE 1
Dollars Awarded from July 1, 2009 - March 1, 2010

By Contract Type
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Figure 2 
*Note -The highlighted contract types have increased for the 2009/2010 fiscal year before 

the end of the third quarter, FY 2009/2010 does not include 4th quarter totals. 

*Time Period July 1, 2009 - March 1, 2010 
Type of Contract Dollar Amount 

Professional Services 1 ( Professional Fees Other) $3,837,844.04 
Professional Services 2 (Other Professional Services) $1,507,620.48 

Lease 1 (Rent Office) $3,322,785.32 
Lease 2 (Lease Vehicles) $3,490.14 

Contract 1 (Contract Service) $15,528,947.93 
Contract 2 (Contract Service Barricades) $731,007.67 
Contract 3 (Contract - One Call Service) $7,361.17 

Contract 4 (Maintenance Contract) $553,095.01 
Contract 5 (Information Technology Contracted Services) $629,394.11 

  
Total $26,121,545.87 

  

Time Period July 1, 2008 - June 30, 2009 
Type of Contract Dollar Amount 

Professional Services 1 ( Professional Fees Other) $4,039,741.79 
Professional Services 2 (Other Professional Services) $964,085.91 

Lease 1 (Rent Office) $3,178,808.12 
Lease 2 (Lease Vehicles) $4,071.83 

Contract 1 (Contract Service) $15,425,002.67 
Contract 2 (Contract Service Barricades) $0.00 
Contract 3 (Contract - One Call Service) $6,995.95 

Contract 4 (Maintenance Contract) $1,098,448.06 
Contract 5 (Information Technology Contracted Services) $464,733.11 

  
Total $25,181,887.44 
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Figure 3 
*Douglas County Process Flow for Contracts 
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*Approved by the Douglas County Purchasing Department on 3-24-2010 
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FINDING #1: 
The Douglas County Purchasing Department does not have formal written internal 
policies and procedures explaining contract administration activities and functions within 
the office. 
 
CONDITION: 
Internal Audit requests department policies and procedures when performing audits to 
help gain an understanding of the applicable business process.  
 
CRITERIA:  
Written internal procedures are an important training tool for new or temporary staff and 
for current employees who fill in when colleagues are sick or on vacation. Written 
procedures thus helps continue to operate without interruption. Procedures must also 
comply with Douglas County policies.  
 
EFFECT:  
Employees benefit from reviewing their administrative processes to avoid, for example, 
improper duplication of responsibilities in job descriptions and cumbersome processes 
with insufficient, time-consuming steps.   
 
CAUSE:  
Internal Audit did not receive any internal policies or procedures from the Douglas 
County Purchasing Department.  
 
RECOMMENDATION: 
The Douglas County Purchasing Department should develop formal written internal 
policies and procedures that clearly identify daily operations of the contract manager held 
within the office. 
 
Government Auditing Standards recommend that; every government document its 
accounting policies and procedures.  The resulting documentation can provide specific 
direction to staff on-hand and also be used for training new personnel. 
 

Well-written and organized procedures should:  
 
 Implement and ensure compliance with policies; as well as document those 

policies; 
 Protect the institutional knowledge of an organization; so as when experienced 

employees leave, new employees have the benefit of their years of experience; 
 Provide the basis for training new employees; 
 Offer a tool for evaluating employees based on their adherence to procedures and;  
 Help prepare the Department for an external audit assessment of internal controls 

over processes.  
 

To be effective, the manual should include job descriptions, with designated 
responsibilities.  The Purchasing Department should set up a system for regular updates 
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and conduct periodic reviews to ensure that old policies are updated, or removed, when 
no longer needed.    
 
MANAGEMENT RESPONSE: 
 
We will review the duties of the Contract Administrator’s responsibility to determine 
how to enhance the formal written policies and procedures pertaining to that position.  
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FINDING #2: 
The Douglas County Purchasing Department, County Attorney, and Clerk/Finance 
Department, do not have a formal centralized contract automated system which allows 
for the uploading, monitoring and automated reporting of countywide contracts.  
 
CONDITION: 
Douglas County currently operates under a decentralized contract system. A 
comprehensive listing of every contract throughout Douglas County Government does 
not exist.  Contracts are not designated or stored in one location.  They may be located in 
the County Attorney’s office, Purchasing Department, County Clerk/Comptroller, or 
individual department.   
 
CRITERIA:  
During a recent review of Douglas County Contracts, it appears that the Douglas County 
Clerk/Comptroller has started a contract storage system but, all County contracts are not 
stored in this location. If included into the data entering process, a centralized contract 
database system would deliver measurable improvements in financial and operational 
performance, throughout Douglas County Government. 
 
EFFECT:  
Benefits to adding a contract management automated system are but not limited to: 

 Streamlined operations (reducing time to create and administer contracts, faster 
processing, more efficient record management) 

 Reduce the manual processes and contract administration workload 
 Automate contract request processing 
 Performance Management (deliverables & quality)  
 Risk mitigation (compliance to terms, verification)  
 Improved financial management 

 
CAUSE:  
The Douglas County Purchasing Division has explored the option of integrating an 
automation contract management system; however, the purchasing department was 
unable to get a centralized contract database system, due to budget restraints.  
 
RECOMMENDATION: 
The DCIAD recommends that the Douglas County Purchasing Department acquire a 
centralized contract database system, to better assist the Purchasing Department and 
Douglas County Government; maintain contracts more efficient and effectively.    
 
MANAGEMENT RESPONSE: 
 
Currently the Contract Administrator uses an Access data base to track contracts.  Only 
the Contract Administrator has access to that database.  We will review the cost/benefit 
of an enhanced sharable database with DOT.Comm that would be available for 
widespread County use. 
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FINDING #3: 
The Douglas County Purchasing Department does not have a formal written conflict of 
interest policy. 
 
CONDITION: 
During a recent review of the Douglas County Purchasing Policy Manual, it was 
established that the Douglas County Purchasing Department does not have a formal 
written conflict of interest policy.   
 
CRITERIA:  
Douglas County Contracts should avoid all conflicts of interest and all appearances of 
conflicts of interest. Vendors and or Douglas County employees should immediately 
notify Douglas County of any such instances encountered, so that other arrangements can 
be made to complete the contract.  
 
A conflict of interest involves the abuse -- actual, apparent, or potential -- of the trust that 
people have in professionals. The simplest working definition states: A conflict of 
interest is a situation in which financial or other personal considerations have the 
potential to compromise or bias professional judgment and objectivity.2 
 
EFFECT:  
Conflict of interest could possibly impact of decisions on member's own work (e.g., 
policy changes). An employee, vendor, citizen or individual of the public has the 
opportunity to influence County business or other decisions in ways that could lead to 
personal gain or advantage of any kind, in the absence of a conflict of interest policy.  
Conflict of interest may exist when a person has a significant financial interest in a 
business from which he or she receives support or whose value may be affected by 
research in which the person participates.  
 
CAUSE:  
The Douglas County Purchasing Department and County Administration  consider 
themselves to be covered from conflicts of interest through Nebraska State Statutes, Civil 
Service, and or the Douglas County Purchasing Manual; however, the information was 
not able to be obtained from the three sources listed above.   
 
RECOMMENDATION: 
The DCIAD recommends that the Douglas County Purchasing Department create and 
implement a written conflict of interest policy. Implementation of a conflict of interest 
policy would facilitate effective governance, promote transparency, and maintain public 
trust.  
 
Board and committee members, elected officials, department heads and key employees 
should be asked annually to disclose potential conflicts, as well as whether Douglas 
County regularly and consistently monitors and implements compliance with the policy. 

                                                 
2 http://www.columbia.edu/ccnmtl/projects/rcr/rcr_conflicts/foundation/index.html 
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The conflict of interest policy should be reviewed and approved by the Douglas County 
Board of Commissioners and the Douglas County Attorney’s designee, and kept in a 
central location (located in the Douglas County Attorney’s Office) and be available to the 
Purchasing Department for ongoing monitoring.   
 
MANAGEMENT RESPONSE: 
 
We abide by the Nebraska State Statutes (Neb. Rev. Stat. 23-3113) and Civil Service 
Policy Manual (Article 20) pertaining to conflict of interest.  In addition we will include a 
Conflict of Interest section in the Douglas County Purchasing Policy Manual.  
 
 
AUDIT COMMENT: 
 
After reviewing the Nebraska State Statute (Neb. Rev. Stat. 23-3113) and Civil Service 
Personnel Policy Manual, the DCIAD does not perceive the statute and manual, covers 
any department(s) outside of the Purchasing Department and vendors – who are not 
governed by the state statue and the personnel policy.  
 
We also believe it would be beneficial for every party involved in a service 
agreement/contract to sign a copy of the policy. This would ensure the parties involved 
fully understand and comply with the Nebraska State Statue and the policy.      
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FINDING #4: 
Several invoices had insufficient documentation and were presented as exceptions to the 
Douglas County Board and processed for payment.    
 
CONDITION: 
Several invoices from DOT.Comm were billed to Douglas County for base services with 
insufficient documentation.     
 
CRITERIA:  
Douglas County Contracts should not be processed for payment without the necessary 
documentation and details of service(s) provided to Douglas County Purchasing and  
County/Clerk Comptroller.  Documentation submitted needs to include enough detail to 
create a paper trail for an auditor (internal or external) to determine what the claim 
specifically covers; assure that the claim is valid, properly authorized; and that any 
member of the public seeking information about a specific payment has all the necessary 
information.  
 
EFFECT:  
Processing payments with insufficient documentation lacks proper accounting, and 
provides no baseline on services billed to Douglas County.  
 
CAUSE:  
In the Douglas County Purchasing manual it clearly states; if a vendor submits a 
claim/payment to Douglas County with insufficient documentation, Douglas County must 
pay the vendor; however, such claims may be separately listed as exceptions to the 
Board’s agenda. 
 
RECOMMENDATION: 
The DCIAD recommends that the Douglas County Purchasing Department assist the 
Douglas County Board of Commissioners with a solution to the exception of insufficient 
documentation; require all vendors who make request for payment submit adequate 
documentation, thus elevating any presumption as to what Douglas County Government 
is being billed for.   
  
MANAGEMENT RESPONSE: 
It is our understanding that these pertains to one vendor DOT.Comm and also understand 
that more detailed supporting document is being developed by DOT.Comm. 
 
AUDIT COMMENT: 
DCIAD recommends the Douglas County Purchasing Department continues to request 
proper documentation from all vendors requesting payment from Douglas County.  
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FINDING #5: 
The Douglas County Purchasing Department does not have a code of business ethics and 
conduct policy.  
 
CONDITION: 
The Purchasing Department should have a code of business ethics and conduct policy. 
The DCIAD did not receive any formal written policies involving a code of business 
ethics and conduct policy. 
 
CRITERIA:  
Providing such a policy would generally address the ethical business practices and 
expected standards of ethical and moral behavior, and the policy should also cover 
dealings with customers, suppliers, employees, and other parties.  
 
The SEC rule describes the term “code of ethics” as written standards designed to deter 
wrongdoing and to promote: 

1. Full, fair, accurate, timely, and transparent disclosures in reports and documents 
filed or submitted to the SEC and in other public communications. 

2. Honest and ethical conduct throughout the company including the ethical 
handling of apparent or actual conflicts of interest between personal and 
professional activities and relationships.  

3. Accountability for compliance with the established code of ethics. 
4. Compliance with applicable regulations and professional standards. 
5. The timely and effective internal reporting of noncompliance and any violations 

of the established code of ethics to an appropriate person or persons designated in 
the code.3  

 
EFFECT:  
Failure to add a code of business ethics and conduct policy could bring about 
discrepancies in the reporting process which includes; honesty and truthfulness, fairness, 
compliance, public interest, and consistency.  It may also result in possible legal action 
against Douglas County from vendors. 
 
CAUSE:  
Internal Audit did not receive written policies on business ethics and conduct. 
 
RECOMMENDATION: 
 
The DCIAD recommends that the Douglas County Purchasing Department consult with 
the Douglas County Attorney’s office and: 

 

                                                 
3 SEC. 2003. Disclosure Required by Sections 406 and 407 of the Sarbanes-Oxley Act of 2002 (January).  
Available at: www.sec.gov/rules/final/33-8177.htm. 
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(1) Adopt and disclose a code of business conduct and ethics for elected officials, 
department heads, and employees promptly disclose any waivers of the adopted 
code for elected officials and executive officers/department heads. 

 
All organizations, regardless of their mission (e.g., profit oriented, nonprofit) and size 
(large vs. small), should establish an “organizational ethical culture”. The phrase 
“organizational ethical culture” consists of three words:  
 
(1) organization, which is defined as a group of individuals or entities bound to achieve a 
shared goal; 
(2) ethics, which is honorable behavior conforming to the norm of the group; and 
(3) culture, which is a pattern of shared beliefs adopted by the group in dealing with its 
internal and external affairs. 
 
An appropriate code of ethics that sets the right tone at the top of promoting ethical and 
professional conduct and establishing the moral structure for the entire organization is the 
backbone of effective governance. (See Appendix A for sample document.) 
 
4*Sample sources 
5*Sample sources 
6*Sample sources 
 
MANAGEMENT RESPONSE: 
We abide by Nebraska State Statutes (Neb. Rev. Stat 23-3113) and Civil Service Policy 
Manual (Article 20).  In addition we will include a Code of Ethics section in the Douglas 
County Purchasing Department’s Internal Policies and Procedures. 
 
 
AUDIT COMMENT: 
After reviewing the Nebraska State Statute (Neb. Rev. Stat. 23-3113) and Civil Service 
Personnel Policy Manual, the DCIAD has determined that the statute and personnel 
manual, does not cover all employees; civil servants or non-civil servants, appointed or 
elected, union or non -union members. 
 
We also believe it would be beneficial for every party involved in a service 
agreement/contract to sign a copy of the code of business ethics and conduct policy. This 
would ensure that all parties involved fully understand and comply with the Nebraska 
State Statue and the code of business ethics and conduct policy as it was intended.      
 
 
 

                                                 
4 http://www.lonmin.com/assets/pdf/code_of_business_ethics.pdf  
5 http://www.bcorporation.net/resources/bcorp/documents/B%20Resources%20-
%20Creating%20a%20Code%20of%20Ethics.pdf 
6 http://www.shakethatbrain.com/stb-
ethics.Writing%20a%20Code%20of%20Ethics%20for%20Your%20Business.html  

 18

http://www.lonmin.com/assets/pdf/code_of_business_ethics.pdf
http://www.bcorporation.net/resources/bcorp/documents/B%20Resources%20-%20Creating%20a%20Code%20of%20Ethics.pdf
http://www.bcorporation.net/resources/bcorp/documents/B%20Resources%20-%20Creating%20a%20Code%20of%20Ethics.pdf
http://www.shakethatbrain.com/stb-ethics.Writing%20a%20Code%20of%20Ethics%20for%20Your%20Business.html
http://www.shakethatbrain.com/stb-ethics.Writing%20a%20Code%20of%20Ethics%20for%20Your%20Business.html


FINDING #6: 
The Douglas County Purchasing Department does not have a nondiscrimination clause 
incorporated into any vendor contract or service agreements. 
 
CONDITION: 
In review of several contracts and service agreements the DCIAD notices that the 
Purchasing Department does not incorporate a nondiscrimination clause into any of its 
vendor contract or service agreements. 
 
CRITERIA:  
In accordance with the Nebraska Fair Employment Practice Act, Neb. Rev. Stat § 48-
1122, contractor agrees that neither it nor any of its subcontractors shall discriminate 
against any employee, or applicant for employment to be employed in performance of 
this agreement, with respect to hire, tenure, terms, conditions, or privileges of 
employment because the race, color, religion, sex, disability, or national origin of the 
employee or applicant.  
 
EFFECT:  
Failure to add the nondiscrimination clause could result in legal action against Douglas 
County from potential vendors. 
 
CAUSE:  
DCIAD assumes that the Douglas County Purchasing Department may have been 
unaware of the nondiscrimination clause for countywide contracts.  
 
RECOMMENDATION: 
The DCIAD recommends that the Douglas County Purchasing Department work with the 
Douglas County Attorney’s office regarding adding a nondiscrimination clause to all 
contracts or service agreements, before entering into contract or service agreement with 
all vendors.  
 
MANAGEMENT RESPONSE: 
The Douglas County Purchasing Department does not have a nondiscrimination clause. 
 
We disagree.  Non-discrimination language has been included in contracts for a number 
of years. 
 
AUDIT COMMENT: 
Adding a nondiscrimination clause would be beneficial for all parties entering into an 
agreement/contract. The clause may elevate potential legal risk or action taken against 
Douglas County. 
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FINDING #7: 
The Douglas County Purchasing Department does not have a “Right-to-audit clause” 
incorporated into any vendor contract or service agreements. 
 
CONDITION: 
In review of several contracts and service agreements the DCIAD notices that the 
Purchasing Department does not incorporate the “Right-to-audit clause” into any of its 
vendor contract or service agreements. 
 
CRITERIA: 
Monitoring the work of vendors and business partners is a fundamental procurement. 
However, too few organizations exercise the right-to-audit clauses in contracts, or 
understand where contractual obligations were not met and how that affects their 
business.  
 

The right to audit is defined in the "right to audit" clause of a particular contract. This 
clause must be included in all contracts (where accounting is involved) to enable separate 
accountings of the same transactions. For example, with this clause in all contracts, 
Douglas County's accounting of goods or services received could be cross-checked with 
the accounting of vendors goods sold or services rendered. Just the presence of this 
clause will go a long way to insure that the appropriate credits are being made. Usually 
audits are not made to substantiate integrity, but rather, are undertaken because of the 
complexity of the business transactions involved. 
 

Without a “Right-to-audit clause,” a vendor can restrict access to records pertaining to the 
contracted services or goods, thus having less ability to find issues that preside outside of 
Douglas County’s authority.     
 
EFFECT:  
If there is a “Right-to-audit clause,” the vendor is unable to restrict the ability to be 
audited unless Douglas County’s rights are specially and carefully documented in the 
contract.  
 
Vendor audit clauses can help control fraud and abuse by affording a discovery device in 
a fraud examination. When the right to audit is exercised, the fraud examiner or auditor is 
generally looking for fraud by vendors and violations of company ethics policies such as: 
• faulty or inferior quality of goods; 
• short shipments; 
• high prices when the goods can be bought directly and/or cheaper from the same or 
another vendor; 
• goods not delivered; 
• kickbacks; 
• gifts and gratuities to company employees; 
• commissions to brokers and others; 
• services allegedly performed that weren't needed in the first place, such as equipment 
repairs; and 
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• conflicts of interest.7 
 
CAUSE:  
When entering into a contractual agreement, parties involved often believe not adding a 
“Right-to-audit clause” will not be an issue; however, once the agreement is signed the 
contract is final and any modifications made due to contract issues will not be permitted.   
 
RECOMMENDATION: 
The DCIAD recommends that the Douglas County Purchasing Department add a “Right-
to-audit clause” to all contracts or service agreements, when entering into contract or 
service agreement with all vendors.  
 
By obtaining the right, the buyer usually obtains the right to examine records of a vendor 
to determine if a fraud or a violation of company policy has occurred. 
The “right to audit” agreement can be printed on the back of a purchase order, contract, 
or other procurement form. The clause could be worded as follows on a purchase order: 
 
"Seller shall establish a reasonable accounting system, which enables ready 
identification of seller's cost of goods and use of funds. Buyer may audit seller's records 
anytime before three years after final payment to verify buyer's payment obligation and 
use of buyer's funds. This right to audit shall include subcontractors in which goods or 
services are subcontracted by seller. Seller shall insure buyer has these rights with 
subcontractor(s)."8 
 
MANAGEMENT RESPONSE: 
We will review this with the County Attorney. 
 
 
 

                                                 
7 Reserving the Right to Audit the Suspicious Vendor Right-to-audit clauses in vendor contracts help control 
fraud and abuse by affording discovery devices in examinations. 
By Ralph Q. Summerford, CFE, CPA, CVA President, Summerford Accountancy, PC (www.summerfordcpa.com) 
8 Reserving the Right to Audit the Suspicious Vendor Right-to-audit clauses in vendor contracts help control 
fraud and abuse by affording discovery devices in examinations. 
By Ralph Q. Summerford, CFE, CPA, CVA President, Summerford Accountancy, PC (www.summerfordcpa.com) 
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i Appendix A was presented to the Douglas County Audit Committee as a sample draft, for the purpose of 
incorporating the documents into policy.  
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