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The exhibits are available by request 
at the Office of the Legislative Auditor General
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Auditor’s Comments Regarding 
the Agency Response

We have reviewed the audit response letters submitted by the Davis Behavioral Health (DBH)
Board Chairperson and by the organization’s management and, due to the depth of their
criticism, have deemed it necessary to formally reply to their comments.  Such a response is not
a typical practice of the Office of the Legislative Auditor General, but it is called for in this case
and follows performance audit standards established by the United States Governmental
Accountability Office (GAO).

Board Response

The DBH  Board Chairperson’s objections to and negative characterizations of how our audits
are released are unfortunate but understandable, given his lack of understanding of the audit
process due to his exclusion from the process by DBH management.  DBH management has
been involved in previous legislative audits that have followed the same exit process.  In past
audits, DBH management and key members of DBH’s board have been involved in the audit,
from beginning to completion.  However, the audit process does not include the entire board
of any audited organization.  For this audit, DBH management attended the exit conferences
and elected not to have board participation.

This audit began with an entrance conference that included the past DBH Board Chair and one
other board member.  The audit’s completion process was discussed at that time, including the
level of board participation and the organization’s option to respond.  DBH board officers
changed during the course of the audit and, apparently, were not informed of the audit process
by the prior board members or DBH management.

As the completion of the audit drew near, we began our exit process.  We offered initial drafts
to DBH management, who could have shared the drafts with one or two key board members. 
DBH management requested copies for three administrators, and they received these copies on
April 22.  On May 8, we met with DBH and discussed this draft.  A second draft was provided
to, and discussed with, DBH administrators on May 13.  DBH received a final draft on May
20, and at the request of DBH management, we provided an additional copy for the board
chair.

On June 3, DBH’s executive director informed us that the board chair wanted all board
members to review the draft document in a late June board meeting and that board and agency
responses would not be possible until sometime in July.  We informed DBH that it is not our
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practice to widely distribute draft reports to entire boards, and that a response was needed by
June 11 if one was to be included in the bound report.  This response time (over one and a half
months) is substantially longer than what we typically give auditees.  Several attempts to
contact both the board chair and vice chair regarding their concerns with the exit process were
unsuccessful.

Inclusion of an agency response is not an agency’s right; it is a courtesy offered by our office. 
The GAO book of audit standards states that conducting audit exit conferences with agencies
and allowing a response to the audit is an important part of developing “a report that is fair,
complete, and objective.”  Taking these steps, although they increase the time and cost of an
audit, is worthwhile.  However, the inclusion of an agency response does not dictate when and
how an audit is released.

The Legislative Audit Subcommittee has addressed this exit process over the years, and the
current subcommittee is comfortable with the existing method.  In this case, the subcommittee
chairs were informed of DBH concerns and agreed that the current exit  process appropriately
accommodated DBH.

Agency Management Response

During the audit exit process, we reviewed the information in the DBH response letter or
alluded to as ignored by the auditors, and found it insufficient and/or unsupported.

The information we included in this report, as in all other reports from this office, represents
the most accurate documentation available during the audit process.  Most of the base financial
information in the report comes directly from either DBH’s finance and accounting
departments or their audited financial statements.  Much of the information in the report was
verified by the past CFO, who resigned during the audit process, and DBH’s controller.  The
numbers presented after the audit process by DBH’s current CFO were, in our opinion,
developed solely to refute both the audit and past DBH information.  

DBH’s criticism that the auditors do not recognize that the affiliated entities provided a service
which resulted in benefits for the increased costs, misdirects the intent of Chapter II.  In fact,
the $850,000 value cited in the report is the additional cost required to establish the
infrastructure of those businesses, not the cost of therapeutic activities.  It is also important to
note that the affiliated entities serve a very limited number of clients at a higher cost than
previous programs.

The agency response neglects to explain why the entities that DBH claims had to be separated
from DBH for federal accounting purposes, are now functioning as divisions of DBH.  During
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the exit process and in their response, DBH stated that the problem was not the need for
federal accounting separation, but a need to separate out private insurance that was losing
billings due to poor accounting procedures.

The purpose for creation of the affiliated entities needs to be clarified.  DBH is critical of the
report’s focus on the profitability of the entities, yet it continues to emphasize the support it
gained from its oversight agencies.  The two go hand in hand.  State and county oversight
bodies were sold the concept of separate affiliated entities with the benefits of 1) separation of
private and public funds, and 2) profitability that could be utilized to augment DBH’s public
funds.  The original articles of incorporation identify the affiliated entities’ profit motive “to
provide financial support to existing 501(c)(3) organizations.”  Service delivery, as a
component of the incorporation papers, was added two years later and was not a major part of
the presentation to the oversight agencies.

Finally, the Office of the Legislative Auditor General wishes to clarify that it never expressed
support or opposition to the development of the private businesses.  On numerous occasions,
DBH contacted both the current and past Auditors General in an attempt to obtain support for
its plans to privatize some businesses.  Our answer was that we would neither support nor
oppose their plans with the caveat that our 2003 mental health report found problems with
another center’s affiliated business, and caution was advised.  DBH’s use of quotes from
oversight agencies where it implies inclusion of the Office of the Legislative Auditor General is
inaccurate and simply not true.  We have worked with all of the oversight agencies throughout
this audit, and all have expressed serious concerns with DBH management’s support of the
affiliated businesses.


