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Davis Behavioral Health (DBH or Davis) is the community mental health
and substance abuse provider for Davis County.  The federal government
requires states to provide both mental health and substance abuse
treatment on an individual, community basis.  In response, the State of
Utah contracts with Davis County and then Davis County contracts with
DBH to provide this opportunity for treatment.  The majority of funding
for these services comes from public sources, with other revenues coming
from patient fees and insurance.

DBH’s activities to fulfill this mission are primarily overseen by DBH’s
nine-member Board of Trustees.  The Davis County Commission has one 
seat on this board and one of the three county commissioners is a board
member.  Additional oversight comes from DBH’s independent auditors,
by the Division of Substance Abuse and Mental Health (DSAMH or
division) in the Department of Human Services, and by the Division of
Health Care Financing (HCF) in the Department of Health and others. 
In its recent audits of DBH, the division expressed concerns that several
affiliated corporations created and funded by DBH had become a financial
liability and that procurement policy was not followed in awarding the IT
system contract.  These concerns, along with other legislative issues, led a
legislator to request and the audit subcommittee to approve this audit.

Corporate Reorganization Was Costly for DBH.  In 2004, DBH was
looking for a way to increase their funding for basic services and react to a
changing service environment, so they decided on a new corporate
structure that included five new corporations.  Instead of generating
profits, the creation and operation of the new corporations cost DBH
about $850,000 in additional expenses, increased DBH’s complexity, and
decreased its efficiency.  In 2007 DBH decided to dissolve the
corporations and return their responsibilities to DBH.  This indicates it
was not necessary to create the independent corporations because DBH
could assume all of their functions.

DSAMH and Davis County’s clerk-auditor question this use of DBH
funds.  It does not appear that there was a need to go to the expense of
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privatizing activities that were already being done or could have been
done by DBH.  Creating separate corporations increased the
administrative costs for the overall operation.  DBH has decided to
continue to operate Diversified Employment Opportunities (DEO) and
Daybreak as divisions of DBH.  If they are to continue with these
functions, additional refinement of these operations is necessary to
improve service delivery and control costs.

DEO Hampered By A Slow Start and Poor Execution.  During its
three years as an affiliated entity, DEO did not create employment for
DBH clients by creating any independent small businesses or winning any
federal government contracts.  Instead, DEO’s employment program only
employed clients to do work for DBH, thus increasing DBH’s costs.
DEO, while offering limited therapeutic benefits, was not financially
viable and relied almost exclusively on DBH for jobs for clients and for
funding.  DBH dissolved DEO in June 2007 and it became a division of
DBH.  As of the date of this report, 56 clients are employed at DBH.  It
is conceivable that DEO could provide employment services to more
clients, at a lesser cost, by developing jobs in the community and getting
outside contracts and outside funding.  We recommend that DEO
develop plans on how they will get outside funding and outside job
placements for clients.

Daybreak Duplicated Existing Services.  DBH created an affiliated
corporation, Daybreak, to provide mental health services for people with
insurance.  Leasing a separate facility to serve people with insurance
duplicated existing internal functions.  The corporation was not financially
viable and relied on DBH for financial support.  It was dissolved in June
2007.  Daybreak, now as a division of DBH, is still not financially viable
and continues as a stand-alone facility that serves select clients.  Other
Utah mental health centers care for insurance clients in their clinics.  They
have not created separate clinics to care for insurance clients.  We
recommend that DBH reassess the mission and goals of the Daybreak
program to determine if it should remain a stand-alone facility.

ITX Media’s Dual Role Creates Potential Conflict of Interest.  The owner
of ITX Media (ITX) is both DBH’s chief information officer (CIO) and
their primary information technology (IT) provider.  This relationship
creates a potential conflict of interest.  Conflict of interest is further
increased by the contract between ITX and DBH, which requires little
documentation.  DBH’s selection of ITX for IT service provision has
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caused lingering questions that can only be remedied with pending
contract amendments.  Despite these questions, the products and services
provided by ITX to DBH and the Health Data System Consortium are
proving useful and are gaining user acceptance.  We recommend that
DBH take steps to clarify IT oversight and further examine contract
amendments.

The Profiler System Has Improved.  Nationally, health care providers are
moving toward electronic information systems integrating both billing
and clinical information.  DBH’s IT integration process follows that
national trend and has been slow to implement and gain acceptance.  The
integration process is not easy; most organizations, including DBH,
encounter user-acceptance, training, and error problems.  Initial selection
and start-up problems fueled staff’s hesitance to accept the unfamiliar
system.  Development has also been hampered by documentation and
training problems.  It appears that the system is now gaining acceptance
as problems are being resolved.  We recommend that DBH take steps to
improve communication and training regarding the Profiler system, and
also talk to agencies with concerns about their data.
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Chapter I
Introduction

Davis Behavioral Health (DBH or Davis) is the community mental
health and substance abuse provider for Davis County.  The federal
government requires that individuals have the option of receiving both
mental health and substance abuse treatment on an individual, community
basis.  In response, the State of Utah contracts with Davis County and
then Davis County contracts with DBH to provide this opportunity for
treatment.  The majority of funding for these services comes from public
sources, with other revenues coming from patient fees and insurance.

In 2004, DBH created and funded affiliated entities in an attempt to
generate additional funds to fulfill the mission of DBH.  That mission is:

To provide comprehensive, quality behavioral health services to
individuals, families and our community through: effective clinical
practice with evidence-based outcomes provided in a fiscally
responsible manner to ensure client/family, community and staff
satisfaction.

DBH’s activities to fulfill this mission are primarily overseen by DBH’s
nine-member Board of Trustees.  The Davis County Commission has one 
seat on this board and one of the three county commissioners is a board
member.  Additional oversight comes from DBH’s independent auditors,
by the Division of Substance Abuse and Mental Health (DSAMH or
division) in the Department of Human Services, and by the Division of
Health Care Financing (HCF) in the Department of Health, and others.  
In its recent audits of DBH, the division expressed concerns that several
affiliated corporations created and funded by DBH had become a financial
liability and that procurement policy was not followed in awarding the IT
system contract.

DBH Has a Contract to Provide
Community Mental Health Services

DBH is a nonprofit organization that contracts with Davis County to
provide mental health and substance abuse services.  The federal

Davis County
created DBH as a
nonprofit
organization to
provide mental
health and
substance abuse
services to county
residents.
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government requires the state to provide behavioral health services to its
citizens.  In answer to this charge, the State of Utah designated counties
as local mental health authorities (LMHA) in charge of providing
behavioral health services for the people of their county.  Davis County, as
a LMHA, elected to deliver services by creating DBH as a nonprofit
corporation and then contracting with DBH to be the county’s service
provider.  Federal, state, and county funding flows through the LMHA to
DBH.  DBH also receives some additional funding from private sources.

DBH is Required to Provide Mandated Services 
by Federal, State, and County Governments

Federal regulation of the U.S. mental health system has evolved
through a series of legislative changes.  In 1999, the Supreme Court ruled
that “states are required to place persons with mental disabilities in
community settings rather than in institutions.”  This is a result of the
move beginning in 1955 toward community-based mental health.

The State of Utah has legislated that the county is the LMHA, as well
as the local substance abuse authority.  Counties are required every year to
submit an annual plan “for mental health funding and service delivery,” as
well as plans for treatment of substance abuse.  The following mental
health services as found in Utah Code 17-43-301(4) are mandated:

1. Inpatient care and services
2. Residential care and services
3. Outpatient care and services
4. 24-hour crisis care and services
5. Psychotropic medication management
6. Psychosocial rehabilitation, including vocational training and skills

development
7. Case management
8. Community supports, including in-home services, housing, family

support services, and respite services
9. Consultation and education services including case consultation,

collaboration with other service agencies, public education, and
public information

   10. Services to persons incarcerated in a county jail or other county
correctional facility

Substance abuse authorities are required under Utah Code 17-43-201 to
submit a plan with “provisions for services, . . . for adults, youth, and

DBH is required to
provide 10 mandated
services.
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children, . . . and primary prevention, targeted prevention, early
intervention, and treatment services.”

In order to fulfill the requirements of this legislation, Davis County
created, then contracted with DBH to “provide and perform the . . .
mental health services to and for all persons, including adults, youth, and
children, within Davis County.”  This contract specifies that DBH will
provide all of the services listed above from Utah Code 17-43.

The Majority of Financing for DBH 
Comes from Governmental Sources

DBH is financed mainly through governmental sources, but also from
patient fees and private insurance.  In the last two years DBH has
generated revenue from extraordinary, one-time property transactions. 
DBH’s total budget for fiscal year 2008 is $15,011,733.  Figure 1.1
shows the historical revenues and the sources of that revenue as per DBH.

Figure 1.1  DBH Revenues Have Continually Increased Each Fiscal Year. 
In fiscal year 2007, DBH received 84 percent of their revenue from public
sources.

Revenue
Category

 Fiscal Year
2004

Fiscal Year
2005

Fiscal Year
2006 

Fiscal Year
2007

Federal
(Medicaid)1

$ 7,002,448  $ 7,027,194 $ 7,846,366 $ 8,067,641

State Funds2 4,021,495  4,030,623 4,156,610 4,443,560

County Funds3 785,278  834,483 826,930 853,465

Public Total $11,809,221  $11,892,300 $12,829,906 $13,364,666

Patient Fees,
Insurance

977,511  941,770 1,126,352 776,125

Other4      250,283      349,683     1,356,590 1,736,597

Total $13,037,015  $13,183,753 $15,312,848 $15,877,388

1  Primarily directed toward Medicaid and chronically ill client needs.
2  Including the required state match of federal funds.
3  Including the required county match of federal funds.
4  Includes rental fees, property transactions and other. 

The majority of
DBH’s funding
comes from federal,
state, and county
sources.
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DBH’s total revenue has increased about 22 percent from fiscal year
2004 to fiscal year 2007.  Funding from public sources—intended to serve
clients on Medicaid, those who cannot afford services anywhere else, and
other Davis county residents—has increased each year for a total increase of
about 13 percent.

The most marked increase is in the “other” category of revenue.  This
increase is not expected to be ongoing revenue but are extraordinary (one-
time) revenue items.  For example, in 2006, DBH had major property
transactions.  They sold buildings and property, purchased property and
received a $395,000 donation from the seller of a building they purchased.

In fiscal year 2007, DBH also had extraordinary revenues from property
that DBH acquired from Davis County valued at $945,000.  According to
DBH’s Chief Executive Officer (CEO) these were properties used in DBH
operations that were intended to be deeded to DBH years before when
DBH had completed the payments on Municipal Bonds that had been
issued by the County to buy property and build facilities.  The transfer of
the property’s title was completed on December 29, 2006.

DBH’s revenues are used to treat clients in various clinical programs as
well as administrative expenses.  Figure 1.2 shows the breakdown of where
the revenues detailed in Figure 1.1 are spent.

Program services
spending, as a
percentage of
revenues, has
decreased.
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Figure 1.2  Program Services Spending, As A Percentage of Revenues is
Decreasing.  Program services spending as a percentage of total revenue has
decreased from 83.8 percent to 81.7 percent. 

Expense Category
 Fiscal Year

2004
Fiscal Year

2005
Fiscal Year

2006 
Fiscal Year

2007

MH Intensive $ 2,917,482 $ 3,078,400 $ 3,370,679 $  4,005,341 

MH Out-Patient    4,254,397    4,904,244   5,005,642    5,328,694

SA Intensive    1,319,947    1,238,673   1,518,783    1,369,766

SA Out-Patient     1,623,778    1,548,682   1,576,361    1,487,866

Prevention &
Education

      673,014       674,947      519,006       442,846

HUD Project       136,642       145,141      148,392       335,749

Total Program         
Expenses

$10,925,260 $11,590,087 $12,138,863 $12,970,262 
  

Management
Expenses

   1,693,741    1,641,473   2,009,275    1,963,344

Other Expense1    0    0      598,143       485,603

Increase (decrease)
in net assets 

      418,014        (47,807)      566,567       458,179

Total $13,037,015 $13,183,753 $15,312,848 $15,877,388

Source:  DBH audited financial statements. 
1.  Includes expenses for the non-profit corporations and the DBH property expenses.

Actual dollar program services spending increased 18.7 percent from
fiscal year 2004 to fiscal year 2007.  However, when looking at program
services spending as a percentage of total revenue there was a decrease from
83.8 percent to 81.7 percent.  Similarly, actual management expenses
increased 15.9 percent from fiscal year 2004 to fiscal year 2007.  However,
management expenses as a percentage of total revenues decreased slightly,
from 13 percent to 12.4 percent, from fiscal year 2004 to fiscal year 2007.
These decreases allowed for the payment of the non-profit corporation’s
losses and for net asset increases.

 In fiscal year 2006 DBH’s increase in net assets (profit) of $566,567
primarily came from $402,175 of one-time transactions.  In fiscal year 2007,
DBH received land and buildings from Davis County valued at $945,000. 
It appears that without the $945,000 donation, DBH would have shown a
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decrease in net assets (loss) in their operations of $486,821.  DBH’s gains in
the sale of property and donations of property have offset operating losses. 
This is a concern because operating funds generation has not been covering
DBH expenditures.

Although the above figure shows that DBH had increased net assets
(profit) in fiscal years 2006 and 2007, the majority of the increase came
from extraordinary one time transactions.  If DBH had not had these
extraordinary transactions, they would have shown a loss in their operations
in 2007.

Audit Scope and Objectives

The Legislative Audit Subcommittee requested this audit of DBH.  This
audit has three objectives:

1. Examine the concerns identified by DSAMH in their November
2006 audit of DBH.

2. Examine all financial and other resources devoted to the spin-off
affiliated entities and determine if such expenditures are efficient and
effective.

3. Determine if all entities have adequate governance and board
oversight.

We reviewed the operation of the affiliated entities mentioned as
concerns in the DSAMH audit from their creation in 2004 until their
dissolution on June 29, 2007.  This audit provides ways for DBH to increase
the efficiency and effectiveness of two of the entities as DBH has decided to
continue providing services from these entities as divisions within DBH. 
Further concerns with these companies and their continuing functions are
addressed in Chapter II.

DBH, along with four other community mental health centers
(CMHCs), entered into a consortium of computer users and hired ITX
Media (ITX) as their IT service provider.  The division audit expresses
concern about the contract between Davis and ITX.  DSAMH is concerned
that the contract was not bid through an appropriate procurement process
and believes DBH should rebid the contract.  These concerns are addressed
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in Chapter III.  The consortium of CMHCs uses Pro-Filer, a software
product from Uni/Care, to provide both clinical and billing electronic
records.  Staff concern with Pro-Filer is addressed in Chapter IV.
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Chapter II
Creation and Operation of Affiliated Entities

Was A Poor Use of Limited DBH Funds

Davis Behavioral Health (DBH) reorganized in 2004 and created five
affiliated corporations with the dual purposes of generating funds that could
be passed through to DBH to care for the unfunded and reacting to a
changing therapeutic services environment.  Instead of generating funds for
DBH, the creation and operation of the new corporations cost DBH
approximately $850,000, increased the complexity of the organization, and
decreased its efficiency.  On June 29, 2007 DBH dissolved the affiliated
corporations and put the functions back under DBH.  The State Division of
Substance Abuse and Mental Health (DSAMH or division) and Davis
County’s clerk-auditor question the use of DBH reserves to provide funding
for the new affiliated entities.

It does not appear that there was a need to go to the expense of
privatizing activities that were either already being done or could have been
done by DBH.  Although DBH dissolved all the affiliated entities, they
continue to provide services using Diversified Employment Opportunities
(DEO) and Daybreak–as divisions of DBH which adds to DBH’s costs that
need to be paid with state and county funds.  Additional refinement of these
operations is necessary to improve service delivery and control costs.

Reorganization Was Financially Costly to DBH

DBH’s Chief Executive Officer (CEO) and board decided to follow an
out-of-state center’s organizational structure and reorganized DBH in 2004. 
The total cost for the reorganization and the services provided by the
affiliates was approximately $850,000.

The affiliated entities increased the complexity of DBH and created
additional expenses for DBH.  For example, DBH paid attorneys and staff to
create the new corporations.  These expenses were not isolated and charged
to the affiliated entities; they were paid by DBH.  None of the additional
administrative burdens or additional expenses were clearly visible because the
affiliated entities were removed from DBH board oversight and
accountability.

DBH reorganized in
2004 by creating five
new corporations. In
2007, they put all of
the corporations
back together under
DBH.

DBH spent
approximately
$850,000 to
reorganize and
operate affiliated
entities.
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Specific information for each affiliated corporation, including the
corporation’s type and purpose, governance, and initial and ongoing funding
sources, is detailed in Appendix A.  A visual of the corporate restructuring is
shown in Figure 2.1.

Figure 2.1  DBH Created Five New, Affiliated Entities in 2004 and Then
Dissolved Them in 2007.  DEO and Daybreak Continue as Divisions Within
DBH.  Prior to 2004 and after 2007, DBH was the main corporation.

DBH Holding
 

Foundation
 

DBH
 

DES
 

Daybreak
 

DEO
 

DBH specifically set up the five new corporations so they would not be
part of DBH.  To accomplish this, DBH created DBH Holding corporation
as an umbrella corporation and then created the other four corporations to
be under DBH Holding.  The five corporations shown in blue above were
created in 2004—three service entities (DEO, Daybreak, and the
Foundation) with the specific purpose of generating funds that could be
passed back to DBH and two entities (DBH Holding and DES) to provide
support services to the service entities.

1. Diversified Employment Opportunities (DEO)—set up on
7/29/04 to create employment for DBH clients by operating in-house
businesses or winning federal janitorial contracts

2. Daybreak Behavioral Medicine (Daybreak)—set up on 7/14/04 to
provide services to people with insurance

3. Family Well Being Foundation (Foundation)—set up on 7/14/04
to solicit charitable contributions

4. DBH Holding—set up on 7/14/04 as a pass-through corporation to
receive and distribute funds
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5. Davis Employment Services (DES)—set up on 3/4/05 to provide
the employment and payroll functions for DEO and Daybreak
employees.

DBH, shown in yellow, was the original corporation prior to 2004 and is
the only one that remained after the five new corporations were dissolved on
June 29, 2007.  From an organizational and financial standpoint, the five
new corporations were to be independent and were not to be included in
DBH’s audited financial statements.  While the corporations were
independent on paper, in reality they received financial and administrative
support from DBH.  Some of the actual work was performed by DBH staff. 
Additionally, DBH provided the initial start-up funds and some ongoing
funding.  Figure 2.2 demonstrates this relationship.

Figure 2.2  DBH Spent Approximately $850,000 Creating and Supporting
the Three Affiliated Entities from Fiscal Years 2003 to 2007.  DBH provided
start-up funds, paid client wages, and paid fees to consultants.

DEO Daybreak Foundation Total

DBH collateral provided $250,000 $225,000 $25,000 $500,000

Reserve for write-down of
collateral –FY 2006  232,469  158,800  0   391,269

Additional collateral write-off
by DBH to retire working
capital loan–FY 2007

 37,358 16,109 0  53,467

Additional DBH support 86,513 51,510 62,257 200,280

Increased cost to DBH for
janitorial and food services
provided by DEO 1

127,000 127,000

Consultant fees paid by DBH     90,840     90,840

Total Support Provided by
DBH $574,180 $226,419 $62,257 $862,856

1  In addition, DBH paid client wages for services such as office support and building and grounds                      
    maintenance.  The lack of records prevent us from identifying how much DBH paid for these services prior to 
    DEO.  Overall, DBH paid wages to approximately 110 clients 

Figure 2.2 shows that DBH spent approximately $850,000 to create
and operate the affiliated entities through June 29, 2007 when they were

DBH spent about
$850,000 creating
and operating five
new corporations.
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dissolved.  Sixty-nine percent of the $850,000 in DBH funds were
directed to DEO.  In addition to these costs, DBH paid for legal fees and
services and DBH staff to provide services to the affiliated entities.  The
lack of records prevents us from identifying how much DBH
administration and staff time was devoted to the affiliated entities.  For
example, some DBH staff traveled out-of-state to visit other organizations
to see their corporate structures and operations; file documents of
incorporation; work with the IRS on tax-exempt status issues; set up new
accounts; transfer DBH funds; and hire administrators, accountants, and
auditors for the new corporations.

DBH’s CEO believes that employing clients keeps Medicaid costs
down because they are no longer in a Medicaid reimbursed day treatment
program.  We do not believe that savings would be significant given the
low number of therapy sessions for the existing DEO clients.

Uncertainty Regarding Nature of Funds

DBH used a portion of their reserves to provide start-up funds for the
new corporations.  There are still questions regarding the nature of the
funds used.  DBH believes they were private funds that they earned from
client fees, private insurance and charitable contributions.  DBH’s board
recognized the funds used as privately-generated and authorized the use of
$500,000 to be used as collateral so the new companies could secure
working capital in the initial period of operation.  However, others
believe they were public funds since they were earned by DBH using the
infrastructure paid for with federal, state and county funds.

In April 2004, DBH asked the Davis County Commission, the local
Mental Health Authority, to approve their reorganization plans.  DBH
told the commission that the overall purpose of the new corporations was
to “become less reliant on revenues from the State Department of Human
Services and Medicaid funding through the State Department of Health,
and . . . to expand recovery-oriented services.”  Based on this information,
in February 2005 the Davis County Commission voted on and approved
DBH’s reorganization plan to create new nonprofit corporations and to
loan the new corporations an amount not to exceed a cumulative total of
$900,000 of DBH’s reserves or to establish a line of credit from a
commercial bank for that amount.  We interviewed the Davis County
Commissioner on the board at the time of the creation of the
corporations, and he said it was clear to him that a primary purpose of

DBH used a portion
of their reserves to
provide start-up
funds for the new
corporations.
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creating the new corporations was to earn a profit through alternative
services that could be put back into DBH.

In March 2005, the DBH board approved the investment of up to
$900,000 of DBH’s reserves as start-up funds for the new, affiliated
entities.  The funds were to be deposited in certificates of deposit at a local
bank that secured a line of credit the affiliated entities could use as needed
in their operations.  Initially, DBH transferred $500,000—$250,000 for
DEO, $225,000 for Daybreak, and $25,000 for the Foundation.  The line
of credit was to be paid back with interest once the affiliated entities
began to generate revenues that exceeded their expenses.

DBH’s board believed they could use the reserves based on their
attorney’s analysis that funds generated from client fees and insurance
were private, not public funds.  Davis County’s clerk-auditor disagrees
with the conclusion that client fees and insurance earned in DBH’s
operations should be considered private funds and could, therefore, be
used to start the new corporations.  The issue is that DBH earned client
fees and insurance using an infrastructure that was primarily funded by
federal, state, and county funds.  DBH’s private funds calculation is
detailed in Appendix B.

Poor Execution of the Affiliated 
Entities Resulted in Financial Problems

DBH did not formulate adequate business plans and cost/revenue
forecasts before they created the affiliated entities.  Further, DBH lacked
the knowledge and expertise necessary to successfully implement the goals
of the corporations.  DBH only received partially-developed business
concepts from outside consultants and others who, in our opinion,
produced very general documents that simply stated the affiliated entities
could earn profits in a short period of time.  DBH hired new staff and
tasked them to operate these new entities thereby increasing DBH’s
expenses.

Other organizations, including the Davis County Clerk-Auditor, were
approached about the reorganization plans and were concerned about the
use of DBH funds to create and operate the affiliated entities.  Although
the Davis County Commission approved DBH’s reorganization plans,
they may not have understood the issues in the reorganization plans.  This
lack of understanding may be due to the commission’s representation on

DBH did not need to
create the five
corporations.  All of
the functions could
have been done by
DBH. 
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the DBH board.  Only one county commissioner is active on the DBH
board at any given time and there was a transition of commissioners
during the planning period for the affiliated entities, when the entities
operated and when they were dissolved.

We asked Medicaid officials in the Division of Health Care Financing
(HCF) in the Department of Health if DBH had to lease a separate
facility and create a new infrastructure to treat clients that were not on
Medicaid.  According to HCF’s manager of reimbursement, while
Medicaid funding can only be used for persons on Medicaid, that does not
mean that centers cannot provide services to people who are not on
Medicaid.  A center must simply have a valid methodology to allocate
expenses for those clients not on Medicaid.  In other words, DBH could
have isolated the costs using accounting techniques; they did not have to
create a new corporate structure or lease a separate facility.

DBH Had to Compete with the Newly 
Created Corporations for Resources

 DBH devoted time and effort to the creation of the affiliated entities
because they claimed that “at a time when the demand for services was
increasing, government funding for such services was reduced.”  In fact,
federal, state and county funding did not decrease; it actually increased. 
The negative funding impact experienced by DBH was not due to
decreased funding; it was caused by the Federal Government’s decision to
prohibit the use of excess Medicaid funds for non-Medicaid clients.  DBH
had other funding sources and also reserves they could use within DBH.

Once DBH attorneys and staff created the affiliated entities, they
devoted their time and attention to hiring staff and leasing office space for
the companies.  Some DBH staff, administrators, and psychiatrists were
shared with the new entities to help them succeed.

DBH was financially supporting the operations of the new affiliated
entities at a cost to their own operations.  DBH staff were not receiving
Cost of Living Increases (COLA), vacant staff positions were not refilled,
and staff were told that they could no longer continue to serve unfunded
clients.  This reduction in services increased DBH’s financial problems by
reducing their ability to bill for Medicaid services.  A lack of clinical
staffing at DBH was a serious issue discussed in the 2007 site review
conducted by the DSAMH.  It was so serious that DBH was placed on

DBH financially
supported the new
entities at a cost to
their own operation.
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corrective action.  These vacancies caused both poor documentation and
deficient treatment programming.

In summary, DBH had a major reorganization in 2004 that took time,
staff, and resources and cost DBH approximately $850,000.  DBH
reorganized again in June 2007 when they dissolved the corporations
created in 2004.  These major reorganizations have created unrest and
concern with staff.  Staff told us they were told that the purpose of the 
reorganization was to create profits for DBH yet the opposite occurred. 
Some staff question the leadership skills and capabilities of management in
its direction of the organization away from their core mission to serve
Medicaid clients and the indigent and to clients with insurance.  Also, staff
unrest and turmoil occur when staff see what they perceive to be
unnecessary expenses in other areas of the organization.

The five corporations were dissolved on June 29, 2007.  At the same
time, two of the corporations—DEO and Daybreak—were registered
with the State Division of Corporations as Doing Business As (DBA)
corporations and now operate as divisions of DBH.  Neither corporation
is financially viable and DBH continues to support them financially.  Now
that the corporations are part of DBH, it will be more difficult to isolate
their revenues and expenses.

DEO Hampered by Poor Focus  
And Execution

During its three years as an affiliated entity, DEO did not create 
employment for DBH clients by creating any external to DEO businesses
or winning any federal government contracts.  Instead, DEO simply hired
a limited number of clients to do work for DBH and then billed DBH for
all the hours worked and their administrative costs.  DBH dissolved DEO
in June 2007 and it became a division of DBH.  The clients became DBH
employees.  DBH could have hired clients to be DBH employees in 2004
without having gone to the expense of creating a new corporation.  It is
conceivable that DEO could provide employment services to more clients,
at a lesser cost, by developing jobs in the community and integrating
DEO within DBH.

DEO was incorporated on July 29, 2004 as an affiliated entity to
provide supported employment to clients.  Supported employment has
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demonstrated good outcomes in helping adults with severe mental illness
to obtain and sustain competitive employment.  According to DBH staff,
prior to DEO, DBH’s day-treatment program provided similar services to
clients.  To create DEO, a case manager was moved from the day-
treatment program, an executive director was hired, and DBH provided
$250,000 in start-up funds.

DEO made several administrative staff changes in 2005 and 2006.  In
May 2006, DBH’s human resources director became DEO’s executive
director.  He began to hire DBH clients as DEO employees to do work
for DBH.  The number of clients that can be placed is limited by the
number of available jobs and how long each client stays in a given job. 
From 2004 until its dissolution in June 2007, DEO earned $508,336 yet
spent $859,370, for a net loss of $351,034.  DEO earned the majority of
its revenue by billing DBH for services.  DEO only had small contracts to
provide janitorial services for DBH affiliated companies such as Daybreak
and ITX Media.  DBH paid the corporate losses to dissolve the
corporation.

DEO Has Been Slow to Progress

DBH’s vision was that DEO would provide supported employment
for its clients by either starting small business ventures or by winning
federal government contracts.  DBH’s concept paper states:  “DBH thinks
that supported employment is the single-most important evidence based
practice for sustained recovery.  Therefore this is our first priority.”  In
addition, their objective was to “phase out day treatment services, long-
term individual and group therapy, and other traditional dependent-
inducing services.”

To provide supported employment, DEO intended to create “an
affirmative business” that will use “a consumer co-operative business
model, employing a workforce that is 60 percent disabled and 40 percent
normalized.”  The initial business ideas were a recycling business and a pet
day care.

The initial business ventures were ideas proposed by a consultant hired
by DBH.  The first was an aluminum recycling business where clients
would pick up recycling products from businesses, government, and
residents and sell the recyclables to a recycling vendor.  The consultant’s
proposal for the aluminum recycling business stated “revenues are

DEO did not create
any businesses or
win any federal
government
contracts.
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projected to be ‘revenue neutral’ within six months of operation.”  The
second was a pet day care where clients would provide “doggie day care,
exercise, and activities.”  Neither venture materialized.  According to
DBH’s controller, both proposed ventures were capital intensive, and
DBH did not have the capital to purchase the needed equipment.

In addition to working in these areas, the plan was for DEO to win
federal government contracts, initially in the area of janitorial services. 
The proposal for janitorial services stated that the objective of the
janitorial service was to “turn a profit within one year” and “refine
process, labor and equipment such that any new account is profitable
within six months.”

DEO was particularly interested in placing clients into janitorial
positions at a federal facility in their county.  However, another
organization had that contract and had been placing DBH clients into
jobs since the 1980s.  Rather than DBH continuing to refer clients to this
other organization for employment, DEO wanted to win contracts and
place clients directly.

The DEO director told us he has bid on 15 janitorial contracts but has
not won any of the contracts.  He said that it was very difficult to win
contracts.  Our review shows that there are various nonprofit and private
sector organizations that do similar work and bid for contracts.  DBH
may not have taken into consideration the competition in the market or
the difficulty of getting outside contracts.

At the end of 2007, DEO was awarded two contracts with the State of
Utah to provide janitorial services in state buildings.  One contract is for
approximately $496,000 over five years, effective February 1, 2008, and
the other is for $44,000 over five years, effective December 1, 2007. 
Together the two contracts provide approximately $108,000 per year, and
DEO can employ 4.2 full-time equivalents.  DEO plans to use one full-
time and seven part-time clients to do the work.  Although there is not a
lot of excess revenue available from these two contracts—only about
$3,100 per year—this outside funding will help employ some staff and
bring in outside funding for DBH.  While getting these two contracts is a
step in the right direction to get outside funding, DBH continues to be
the main employer for clients.

DBH was awarded
two State of Utah
janitorial contracts
with potential
excess revenue of 
$3,100 per year.
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DBH is DEO’s Primary Funding Source

Unable to get sufficient outside contracts or effectively start businesses,
DEO hired DBH clients to provide services to DBH.  DEO billed DBH
for the wages of all the clients and the administrative costs of this separate
program with an administrator, a business manager, and office staff. 
These positions did not exist prior to DEO.  While DEO was an affiliated
entity, there was little oversight of DEO’s invoices to DBH.  DEO’s
business manager simply billed DBH for all the hours employees worked
and an additional $1.50 per-hour overhead.

As the number of clients DEO hired increased, the amount DEO
billed DBH increased.  After the initial start-up, DEO’s monthly bill to
DBH increased from about $23,000 per month to $37,000 per month. 
According to the business manager, the goal of the program was to
employ clients, not to have them working efficiently and effectively. 
DBH therapists question this approach, wondering how employees will
be ready to work in outside organizations if they never learn to work
efficiently and effectively.  As of the date of this audit report, there were
56 clients employed at DBH.  These expenses are not isolated in the DEO
program budget but are spread out in the budgets of other DBH
programs.

Several DBH staff expressed concern that DEO staff are doing
unnecessary work, such as cutting the lawn multiple times during the
week.  There do not appear to be sufficient controls in place to ensure that
the work done and expense charged to DBH are necessary.  For example,
one client worked overtime for over eight months before her hours were
reviewed.  We question the attempt to employ clients at any cost to DBH.

DBH’s Janitorial Expenses Have Increased.  DBH’s total janitorial
expense has more than doubled from about $80,000 per year in fiscal year
2004 to $175,000 in fiscal year 2007.  Prior to DEO, DBH used the
services of outside janitorial companies and paid about $80,000 per year
to clean all of their facilities.  DBH now pays $175,000 per
year—$120,000 to DEO and $56,000 to outside janitorial services and
for cleaning supplies.  The original idea was that DEO would employ
DBH clients to do things that DBH was contracting for, such as janitorial
services, and the cost to DBH would be the same.  However, that has not
happened with the janitorial contract.  Taking into consideration DBH’s
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additional office space, DBH is now paying about $72,000 more to clean
their facilities.

DBH’s Food Service Expenses Have Increased.  Prior to DEO,
DBH had one staff member establish menus and purchase food for clients
and case managers to prepare.  DBH provided lunch and dinner for
clients.  Clients and case managers worked together to provide a learning
experience for clients in addition to other skills taught by the case
managers.  In this way, clients learned life skills by learning to cook, serve,
and clean up.  Utilizing DEO for food services resulted in food and
preparation costs increased from $80,000 to over $160,000.  Actual food
costs increased from $80,000 to $105,000 from fiscal year 2004 to 2007,
the additional cost of $55,000 in fiscal year 2007 was the result of wages
paid to a supervisor and several clients to prepare and serve the food. 
These costs do not include the salary and benefits of a food services
manager that was paid by DBH.

Some Other DBH Costs Have Increased.  In an effort to employ
more clients, DEO hired clients to provide services to DBH such as
building and grounds maintenance, lawn service, snow removal, courier
service, and a client shuttle service.  Some of these services were provided
in prior years by DBH staff, selected DBH clients, or volunteers.  While it
may be good for clients to be employed, it also important that DBH can
afford these services and that the services provided are completed
effectively and efficiently.

For example, prior to DEO, case managers transported clients only
when they had no other transportation.  In fiscal year 2007, DEO began a
client shuttle service that operates for more than 12 hours per day,
transporting clients to and from DEO jobs and medical appointments. 
To provide this service, DEO hired clients to be shuttle drivers and also
hired a client shuttle coordinator and bills DBH for all the hours worked. 
While DEO clients like the shuttle service because they do not have to
spend money on transportation, it increases the cost to DBH and may
keep clients dependent on DEO.  Some therapists have told us that
teaching clients to be independent and figure out their own transportation
is part of learning responsibility, a component of recovery.  We question
this additional cost to DBH.

Overall, it appears that DBH’s expenses for some basic services have
increased because DEO is providing the services and there is another level

DBH’s food and
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of administrative expense that needs to be covered.  Some could argue
that providing jobs for clients is important and the additional cost is
justifiable.  However, we believe that DEO and DBH should have a plan
to aggressively place clients outside of DBH and to make their operation
financially solvent.

DEO Should Pursue Outside Funding

 DEO hires clients to provide services to DBH and bills DBH for all
client wages.  However, some of the services that DEO is providing to
clients could be paid for by Medicaid or the State Office of Vocational
Rehabilitation (VR).  Other centers use Medicaid and VR funding.  DBH
billed Medicaid and VR for these services before DEO was created.

DEO has not pursued funding from Medicaid or VR.  Instead, they
simply bill DBH.  When we discussed the idea of using Medicaid and VR,
the DEO director stated he did not need to because the DWS contract
funds his job coach.  Our review shows that the DWS contract does not
cover the full cost of the job coach.  Getting outside funding for allowable
services would be beneficial and free DBH funds for other things.  For
example, DEO only has one job coach who has told us she is
overwhelmed and cannot do job coaching.  Instead, she uses clients to
supervise other clients and provide some job coaching.  A DWS official is
quite concerned about the job coach’s caseload because she has seen her at
a breaking point several times.  DEO’s job coach currently has a caseload
of 56 clients.  The supported employment best practice recommends that
caseloads should only be up to 25.  We believe that DEO should pursue
outside funding.

DEO Has Not Used the DWS Contract Effectively.  DEO could
receive more funding from the DWS contract if they would help clients
get jobs in the community and continue to provide job coaching to those
clients.  Instead, DEO only provides job coaching for clients they place in
DBH jobs.  Because DBH has so few jobs for clients, they are not
maximizing their contract.

In October 2006, DBH entered into a one-year contract with DWS
whereby DBH would be paid to provide job coaching for 20 DWS
customers.  These DWS customers have mental health barriers to
employment and are thereby DBH clients also.  The contract is a
performance-based contract for which DWS pays DBH an agreed-upon
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amount per quarter as clients are employed, increase the number of hours
they work, and stay employed.  DEO places clients in jobs within DBH
and DBH pays the client wages.

In speaking to the DWS representative over the contract, we learned
that DWS pays for job coaching services.  The jobs themselves do not
have to be at DBH; they can be in the community.  We found that DBH
has only received $35,000 through January 2008 on this $90,509
contract.  DBH could maximize the DWS contract by developing jobs in
the community, helping clients get those jobs, and then providing job
coaching services to the clients.

Placing clients in community jobs would be beneficial for clients,
DBH, and outside employers.  By developing jobs in the community,
clients would have more and varied job opportunities.  Additionally, the
financial burden on DBH would be lessened because the wages would be
paid by outside employers.  In talking to the executive director of another
program, we were told that employers are eager to employ clients, and
there are many job opportunities in the community.  They do not hire
anyone inside the program; instead, they hire job coaches to go out and
find employers that will hire clients.  They place most clients in hospitals,
nursing homes, and janitorial services.  She questioned why DEO staff do
not have the time, energy, or training to go out and develop job
opportunities in the community.

The DWS contract may actually decrease because of DEO’s practice of
not helping clients to get jobs in the community or providing job
coaching to them.  In August 2007, DEO staff and DWS made a
presentation to the DBH board regarding their success in placing DWS
clients into DEO jobs.  At the time of the presentation, the board was
told that 16 out of 20 clients were successful at DEO, and DWS was very
pleased with the results.  However, a few months later, we found that
only six of the 20 are employed by DBH and two are employed in the
community.  The remainder are inactive.  Since DEO does not help
clients get jobs in the community or provide job coaching if clients get
jobs in the community, DEO will not be paid for job coaching services.

DEO Should Work with Clients to Gradually Increase Their
Working Hours.  Although the DWS contract allows clients to gradually
increase the number of hours they work, DEO management believes that
clients need to work up to 30 hours each week so that they get off of state
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assistance.  The DWS contract allows clients to gradually increase the
number of hours they work, starting at four hours per week, and
increasing one hour per week up to 20 hours per week within four
months and 30 hours per week within seven months.  The goal remains at
20 hours per week for clients with children under five.

DWS’ employment specialist told us they wrote the contract to allow
clients to gradually increase the number of hours they work,
understanding that some clients have not worked in several years.  Our
concern is that DEO staff may be pushing clients to work increased hours
too quickly, based on DEO’s needs rather than when the client is ready. 
In one case, DEO management required a client to work almost 30 hours
per week within a month of starting the job.  DEO management went
against the recommendation of DBH’s therapist and the DWS program of
gradually increasing the number of hours worked.  The client’s hours
escalated quickly and created a funding bonus for DEO.  However,
according to the client’s psychiatrist and therapist, the way DEO treated
the client was detrimental to her mental health.

DEO Employment Program Lacks
Coordination with Therapy Component

In 2003, DBH’s CEO set supportive employment as DBH’s first
priority.  In addition, their objective was to “phase out day treatment
services, long-term individual and group therapy, and other traditional
dependent-inducing services.”  Rather than using a program that
integrates treatment and employment to address total client need, DEO
created an employment only program where some clients are simply
employed by DBH.  DEO does not have any clinical oversight and little
communication with DBH clinical staff.

The following sections are examples of DEO’s lack of integration of
employment and therapy.

The Number of DBH Clients Who Receive Support Is Limited. 
Successful supported employment programs hire employment specialists
who go into the community and develop jobs for clients in different
industries, based on the interests, preferences, and strengths of clients. 
Consumer preferences play a key role in determining the type of job that
is sought.  Consumers who obtain work in their areas of interest tend to
have higher levels of job satisfaction and longer job tenures.

Clients are
employed by DBH;
they do not try to
place clients into
community jobs.
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DEO has only a limited number of DBH jobs for clients to do.  The
amount of time clients spend in those jobs varies from a few hours to
years.  About forty percent of the 110 clients worked in their DEO job for
less than 100 hours total.  On the other hand, some clients remain
employed indefinitely because the DEO job is their job of choice. 
Although DEO has employed 110 clients for some period of time, DBH
saw 697 unemployed mental health clients in 2007.  In addition, DBH
saw over 400 substance abuse clients in 2007, who may also benefit from
supported employment.

 There are no limits to the amount of time that clients can work for
DEO and there is no structured process to move clients into jobs in the
community.  A review of the records shows that six clients have worked
for DEO for two to three years.  Therapists and DSAMH staff question
the lack of a time limit on the jobs since it affects the number of clients
that can be served by DEO.  According to DEO management, some
clients want to work for DEO indefinitely because that is their job.  In
fact, one client moved closer to DEO so that he would be “close to his
work.”  We interviewed two clients who told us they are on Social
Security Disability Income (SSDI) and use their DEO wages for spending
money.  Both clients said they plan to work for DEO indefinitely because
DEO works with them so that they do not go over the monthly
maximum earnings set by SSDI.

DEO Is Physically and Administratively Separated from the
Treatment Team.  National literature suggests that supported
employment works best when employment specialists coordinate plans
with the treatment team (e.g., the case manager, therapist, and
psychiatrist).  DEO does not prepare a written individualized job support
plan for clients so it is unclear what the job support plan is for each client. 
Some DBH staff do not understand the goal of DEO and what the plan is
for clients.  Some expressed concerns about the lack of protocols at DEO
and coordination between DBH and DEO.  Regular communication and
coordination is important between DEO and the clinical staff and
treatment team.
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Daybreak and Foundation 
Duplicated Existing Services

DBH created an affiliated entity, Daybreak, to provide mental health
services for people with insurance.  DBH created another affiliated entity,
the Family Well Being Foundation, to conduct fundraising.  Neither task
is new to DBH; the two new corporations merely replaced existing
internal functions.  The new corporations were never financially viable and
relied on DBH for financial support.  Both corporations were dissolved at
the end of fiscal year 2007.  Neither was successful in developing
additional funding for DBH.  Daybreak, now as a division of DBH, is still
not financially viable but continues as a stand-alone clinic.

The Purpose of Daybreak Was to Serve Clients
With Insurance and To Generate Funds For DBH

The original idea behind Daybreak was to create a for-profit
corporation.  According to the organizational restructuring narrative
prepared by DBH and presented to various groups in 2004, Daybreak
would be a for-profit corporation to:

Provide behavioral health outpatient treatment services to
individuals, families, and employee assistance programs that are
outside the target population for the community mental health
system (Local Authority system) who have the ability to pay
through private insurance or other private sources.

[The ongoing funding] would be self-sustaining, generating
revenues from collections for the behavioral health treatment it
provides.  Profits would be donated to the Holding Company for
distribution to DBH or [DEO] to provide services to unfunded
SPMI and SED [Severe and Persistent Mental Illness and Serious
Emotional Disturbance] individuals and their families.

Although Daybreak was incorporated as a non-profit for tax reasons,
the purpose remained to generate funds for DBH.  In a draft letter to the
Executive Director of the Department of Human Services, DBH wrote:

Each corporation within the structure exists for the specific
purpose of generating profit that can be passed through to DBH
to fund treatment for unfunded SPMI and SED patients.

Daybreak was
incorporated as a
non-profit with the
specific purpose to
generate funds for
DBH.



-25-Office of the Utah Legislative Auditor General – 25 –

To compete for clients with insurance, DBH believed they needed to
create Daybreak and operate it in a separate facility and without a sign
identifying it as a mental health facility.  DBH’s attorney stated that
clients with insurance would not want to go to a clinic that was marked as
being a mental health facility and would not want to go to a clinic with
chronically ill Medicaid clients, such as those seen in DBH clinics.  Also, it
appears Daybreak may have wanted to attract clients from other counties.

According to DSAMH staff it is unclear why DBH, a community
mental health center, should be using federal, state, and county funds to
create a duplicate facility to compete with the private sector for clients
with insurance.  DSAMH states that the goal of public mental health
funds is not to make a profit; it is to serve those who cannot get service
any place else and to provide services to the indigent.

Daybreak Creation Increased
Cost and Reduced Efficiency

Daybreak was incorporated on July 14, 2004 to serve clients with
insurance.  Daybreak became operational on March 1, 2005, in a separate
office, with its own office staff and administration.  A DBH psychiatrist
split his time between DBH and Daybreak, and a DBH therapist was
moved to Daybreak.  In addition, several part-time therapists were hired.

The goal of Daybreak was to grow this funding source and provide the
excess revenues to DBH.  Daybreak did earn revenue, but not in sufficient
amounts to cover their fixed costs.  From March 2005 to June 2007,
when Daybreak was dissolved, Daybreak had a cumulative net operating
loss of $226,419.

Daybreak’s records show increasing revenues of approximately up to
about $200,000 for fiscal year 2006 and about $153,000 for the first six
months of 2007.  DBH continued to serve clients with insurance and also
earned approximately $200,000 to $300,000 per year from fiscal years
2005 to 2007.

Medicaid Regulations Did Not Prohibit DBH 
From Continuing to Serve People with Insurance

DBH’s CEO claims that they had to create Daybreak because DBH
could no longer see clients with insurance.  According to DSAMH and
HCF staff, nothing in the 2003 Medicaid changes precluded DBH from

Daybreak had a net
operating loss
during its years as
an affiliated entity.
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continuing to see clients with insurance in their current facilities. 
Medicaid rules did not change in 2003—Medicaid simply interpreted
them differently in an effort to try to save money.

According to staff at DSAMH, prior to 2003, centers got a certain
amount of money for the Medicaid-eligible people in their area.  If they
could serve those people for less, the centers could keep the surplus.  In
2003, Medicaid said that its money could only be used for Medicaid
clients.  While non-Medicaid clients without insurance were affected,
according to DSAMH, clients with insurance were not affected by the
Medicaid changes.  People with insurance could still come into the mental
health centers to be served as long as the cost to serve them was not paid
by Medicaid funds.  According to DSAMH staff, to say that DBH had to
create Daybreak so that they could keep accepting private insurance is not
accurate.

In fact, Medicaid staff in the Department of Health believe that the
use of separate facilities for different types of clients raises the total cost
for centers.  According to the manager of reimbursement for Medicaid in
the Department of Health, while Medicaid funding can only be used for
persons on Medicaid, that does not mean centers cannot provide services
to people who are not on Medicaid.  A center must simply have a valid
methodology for allocating expenses appropriately between clients.

Other Utah mental health centers continue to treat clients with
insurance in their clinics.  They did not create separate clinics to see clients
with insurance.

Daybreak Was Not Financially Solvent

Even though DBH created Daybreak to generate revenues for DBH, 
Daybreak was not financially viable and relied on DBH for financial
support.  Daybreak was staffed with part-time clinicians who had
permanent jobs elsewhere and just worked at Daybreak for a few hours
each week.  The part-time clinicians received 60 or 70 percent of whatever
revenue they generated, leaving 30 or 40 percent to cover Daybreak’s
overhead.  Since the part-time clinicians were not working many hours,
they were not generating enough revenue to cover Daybreak’s fixed costs. 
In addition to the part-time clinicians, Daybreak also had the services of a
DBH therapist and psychiatrist.

Nothing in Medicaid
requirements
precluded DBH from
continuing to serve
clients with
insurance.
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DBH did not take into consideration the cost of the overhead for a
seven-suite office and office support staff, nor did they take into
consideration that their model would not cover their expenses.  According
to a DBH employee, it is unclear how DBH could have been so naive to
think that there were profits to be made in this business.

During their 2006 audit, DSAMH questioned the financial status of
DBH and the affiliated entities.  According to DBH’s former Chief
Financial Officer (CFO) he did an analysis that showed Daybreak was not
covering its fixed costs—salaries, rent, and other office expenses— because
of its use of part-time staff, the sharing of collections, and the lack of
sufficient numbers of clients.  The former DBH CFO reviewed the
projections and made staffing projections of how Daybreak could
potentially break even.  The former CFO calculated that to break even,
Daybreak would need $755,000 in service income—more than double
what Daybreak earned in fiscal year 2007.  One of the alternatives
presented was to move to a small number of full-time staff who could be
more available to clients, thereby potentially increasing revenues.  Also, by
moving to a limited number of staff, Daybreak might be able to cut down
on office expense by leasing the extra office space to others, outside the
organization.

With several alternatives to chose from, the CEO decided they would
move from several part-time staff who were not seeing enough clients to
cover their fixed costs to a limited number of full-time staff.  According to
the former CFO, even under optimistic assumptions, it would be difficult
and challenging to create a positive cash flow from this operation.

According to DBH’s former CFO, DBH financially supported
Daybreak.  As a result of DBH’s financial support, the Daybreak board
believed Daybreak to be profitable.

At the end of fiscal year 2007 Daybreak was dissolved and became a
division of DBH.  Around the same time, the CEO required that all
clients with insurance be transferred from DBH to Daybreak.  Several
DBH psychiatrists, and DSAMH staff, question the wisdom of
transferring clients.  In their opinion moving clients could be detrimental. 
As many as 10 insured clients were transferred from DBH’s Bountiful
clinic to Daybreak.
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Therapists were transferred to Daybreak from DBH with little
consideration of their duties.  A review of records shows that one
therapist was seeing between 70 and 130 clients per month at DBH. 
However, when he was transferred to Daybreak, he was only seeing
between 18 and 44 clients per month.

DBH’s Strict Clinical Structure Is Inefficient

DBH has created a very strict clinical structure.  Only clients on
Medicaid can be seen at DBH’s central clinics, clients with insurance can
only be seen at Daybreak, and unfunded clients can only be seen at the
unfunded clinic.  The clinics are stand-alone facilities and therefore DBH
is paying for redundant infrastructure to operate the separate clinics.
Those clients who do not fit into the strict structure are either referred
outside of DBH or not seen.  According to the business manager of
Daybreak, if they cannot see a client with insurance because their specific
insurance will not allow the client to go to Daybreak, she must refer the
client outside DBH.  She said that referring clients back to DBH is not an
option for her since her understanding is that DBH can only see clients on
Medicaid.

As discussed earlier, DBH can provide services to Medicaid-eligible
and non-Medicaid eligible clients in the same facility, provided that
revenues and expenses related to these clients are accounted for separately. 
Services provided to non-Medicaid eligible clients can be paid for with
insurance or with appropriate non-Medicaid county and state funds.

We believe that DBH should reevaluate their strict clinical structure
and the requirement that clients go to specific clinics based on funding
source.  It is more important that DBH provide services to its clients in
the most cost effective and efficient manner.

Other centers in the state see all of their clients in the same facility
regardless of funding source.  They keep revenues and expenses separate
using accounting methods, not physical location.  By not having
redundant clinics, they do not have the expense of redundant
organizational structures as does DBH.

DBH cares for
clients in separate
clinics based on 
funding source.
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Creation of a Separate Foundation 
Was Unnecessary and Unsuccessful

DBH created the Foundation in order to seek donations from
corporations, private charities, and others and then provide this funding
to DBH, DEO and Daybreak.  However, DBH could have done its own
fundraising because it had 501(c)(3) tax-exempt status.  In October 2004,
DBH initiated a one-year contract with a management consultant, not a
professional fundraiser, to provide fundraising services and provided an
annual budget of $74,800 ($58,000 consultant’s fee, $11,800
promotional materials, and $5,000 events-conferences/seminars).  DBH’s
board resolved to provide office space, telephone, and the use of excess
DBH furniture and equipment to the Foundation.  We interviewed the
Davis County Commissioner on the board at the time of the creation of
the corporations.  He said it was his understanding that the fundraiser
would be paid based on collections; this was not to be a salaried position.

According to board minutes of February 2005, “an aggressive
[fundraising] goal of $350,000 to $400,000 by the end of the first year”
was set.  Although DBH set high goals, the Foundation only raised
$24,686 from their fundraising events.  In August 2006, after the
fundraiser was gone, DBH received a $60,000 donation from a real estate
broker.

Overall, DBH spent time and resources to set up individual
corporations—one to see clients with insurance and another to conduct
fundraising.  Neither corporation was successful in developing additional
funding for DBH.  Daybreak was unable to cover their total costs and
relied on DBH funding.  DBH dissolved Daybreak as an affiliated entity 
corporation and is operating it as a separate division.  The Foundation
was not successful in meeting the aggressive goals set and was also
dissolved.  DBH plans to do fundraising within DBH.  We question the
time and expense of creating separate corporations when seeing people
with insurance and fundraising could have been done by DBH as they
were already tax-exempt.

The Foundation
raised $24,686 from
various fundraising
events and $60,000
from a real estate
broker. 
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Creating Two Support 
Corporations Was a Duplication

DBH created two additional corporations—DBH Holding Company
(Holding) and Davis Employment Services (DES) to further clarify the
independence of DEO, Daybreak, and the Foundation from DBH.  DBH
Holding was created as an umbrella corporation, and DES was created to
handle the administrative and payroll functions for DEO and Daybreak
employees.

These corporations assumed the services provided by DBH prior to
the reorganization.  DBH’s board and CEO determined that DBH could
not perform the administrative duties of the affiliated entities, so these
two additional corporations had to be created.  When DEO, Daybreak,
and the Foundation were dissolved in June 2007, there was no need for
these support organizations, so they were also dissolved.  DEO and
Daybreak employees simply became DBH employees, and DBH took
over the administrative duties.

DBH spent time and resources to set up these individual corporations
in 2004 and then dissolved them in 2007.  We question the time and
expense of creating these separate corporations.

Recommendations

1. We recommend that the Davis County Commission, as the Mental
Health Authority, review DBH’s mission to make sure it meets the
County’s mission.

2. We recommend that DBH reassess the DEO program and
consider placing it under DBH’s clinical director.

3. We recommend that DBH establish budgets and comprehensive
policies and procedures for DEO and Daybreak.

4. We recommend that DEO establish a plan to place clients into jobs
outside of DBH and to get outside funding to make DEO
financially solvent.
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5. We recommend that DBH conduct an assessment of its clinics to
determine whether they should be consolidated.
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ITX receives
$655,000, per year,
on average for the
HDS contract.

Chapter III
IT Provider Relationship 

Has Caused Concern

The owner of ITX Media (ITX) is both Davis Behavioral Health’s
(DBH or Davis) chief information officer (CIO) and their primary
information technology (IT) provider.  This relationship creates a
potential conflict of interest.  Conflict of interest is further increased by
the contract between ITX and DBH, which requires little documentation.
DBH’s selection of ITX for IT service provision has caused lingering
questions that can only be remedied with pending contract amendments. 
Despite these questions, the products and services provided by ITX to
DBH and the Health Data System Consortium (HDS or consortium) are
proving useful and are gaining user acceptance.

DBH Plays Key Role 
In IT Service Oversight

The contractual relationship between DBH and ITX began in April
2002.  ITX was hired by DBH to help them decide among health
information system software options.  Together, DBH and ITX chose
Pro-Filer software from Uni/Care, and then in September 2003, DBH
contracted with ITX to assist with implementation of the selected
software.  On average, ITX has received $642,000 a year (not including
$368,000 a year average in Uni/Care software fees) from 2003-2007 for
these services—approximately a third of which has been paid by DBH. 
For further details on these costs, see Appendix C.

DBH contracts with other Utah community mental health centers
(CMHC) to form HDS.  The other consortium members pay the
remaining two-thirds of the fees which defrays the cost to DBH of
implementing the software.  Figure 3.1 shows the relationship among
DBH, the other four consortium members, and ITX Media.
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Davis is the
consortium’s
contract oversight
provider.

Figure 3.1  DBH Is the Contracting Intermediary Between Other
Consortium Members and ITX.  Davis is the contracting agent between
HDS and ITX.

Central Utah 
Counseling Center

Northeastern 
Counseling Center

San Juan 
Counseling Center

Southwest 
Counseling Center

ITX Media

DBH Contracts 
With ITX

Members Contract 
With DBH

Davis Behavioral 
Health (DBH)

Uni/Care

DBH Contracts 
With Uni/Care

No Contractual 
Relationship

DBH has the intermediary role between the consortium and ITX and,
in so doing, is also relied upon by the other consortium members as the
consortium’s contract oversight provider.  ITX Media, as the consultant
and service provider, controls communications between Uni/Care and the
consortium, but has no contractual relationship with Uni/Care.  The
contract between Davis and ITX requires ITX to provide the following:

• Management, operation, and maintenance of computer systems
and networks

• Training and support of users
• Facilitation of reporting requirements
• Software and hardware usage
• Contract assistance
• Consortium user assistance
• Representation on governing bodies
• Corrective maintenance

The contract between Davis and the other consortium members states
that “The contract(s) entered between DBH and any third party pursuant
to this Agreement shall provide that the other Members shall be intended
third party beneficiaries of such contract.”  Although DBH is the primary
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contractor, ITX is obligated to provide the same services to the other
consortium members that it provides to DBH.  The contracts are
currently being amended to make all HDS members party to the ITX
contract.  Figure 3.2 shows the relationship among HDS, ITX, and
Uni/Care, as well as some of the duties of ITX in relationship to both
parties.

Figure 3.2  ITX Is the Intermediary Between the Consortium and
Uni/Care.  The consortium brings most IT questions to ITX, who either deals
with the questions themselves or brings them to Uni/Care.

Consortium Members Uni/Care 
(Pro-Filer)

Communication 
re: Consortium 

Concerns

Consortium 
Organization

Database 
Storage

Pro-Filer 
Questions/Changes

ITX Media

ITX, as the consortium’s IT service provider, works to ensure that
Uni/Care and their health information system Pro-Filer meet the data
needs of all consortium members.  In addition, ITX provides extra services
to DBH, acting as their CIO.

ITX Media’s Dual Roles Create 
Potential Conflict of Interest

The owner of ITX Media is, by many measures, Davis’ CIO, primary
IT consultant, and IT goods and services provider.  ITX’s multiple roles
cause conflict of interest concerns.  Davis administration denies there is a
problem, as they provide sufficient oversight of their IT operations.  We
believe that amending the DBH/ITX contract has the potential to alleviate
some of the concerns.  We also believe that greater internal oversight is
necessary.
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The ITX cost-plus
contract authorizes
ITX to make
purchasing
decisions while
being paid for the
purchases.

The ITX owner is a
member of DBH’s
leadership team.

DBH’s use of ITX’s
owner as their CIO
appears to violate
their conflict of
interest policy.

There Is Potential for Conflict of 
Interest Between DBH and ITX

ITX makes the purchasing decisions for DBH and the consortium. 
The contract between DBH and ITX requires Davis to reimburse ITX for
all “out-of-pocket expenses incurred and paid by ITX in connection with
the services provided . . . together with an administrative fee not to exceed
five percent.”  This agreement not only authorizes ITX to make IT
purchases, but also arranges for payment of incidental costs and an
administrative fee.

DBH’s oversight of these expenses rests with the CIO position.  The
budget authority and accountability given the CIO is listed in DBH’s job
description as:

• Cost containment of implementation and consortium costs
• Hardware and software purchases
• Contract budget adherence
• Consulting cost containment to approved budget

This authority is intended to put the CIO in charge of cost containment
while still ensuring that DBH has the equipment and knowledge necessary
for their data requirements.  This position is a member of the Strategic
and Leadership Team (SALT Team) for Davis, along with the CEO, the
Chief Financial Officer (CFO), legal counsel, and division heads.  The
SALT Team provides strategic planning.

A variety of sources, including management, organizational charts,
DBH staff, and Uni/Care publications identify the ITX owner as the CIO
for Davis.  The owner of ITX also operates in the CIO position on the
SALT Team, and chairs the implementation team charged with managing
the day-to-day operations of the organization.  Davis staff, including
department heads, believe that the ITX owner is charged by DBH
management with the duties of CIO.

In contrast, ITX’s owner points out that his contract never mentions
that title, and despite DBH’s decision to call him their CIO, he is merely a
contractual employee.  This inconsistency has caused additional staff
concern with ITX’s general role.  Davis appears to be violating its policies
with this perceived organizational setup.  Figure 3.3 shows the DBH’s
policy regarding conflicts of interest.
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Davis is charged
with negotiating the
terms of IT contracts
for the consortium.

Figure 3.3  DBH Policy Forbids Officers and Employees from Having
Conflicting Outside Financial Interests.  DBH may be violating their own
policies and procedures in regard to their CIO.

Equal Opportunity for Contractual Employment Policy

“No officer, employee, agent representative, or member of any board,
committee or council of the agency will have a financial interest in any
consulting contract, or have any other conflict of interest.”

Conflicts of Interest Policy

“All DBH employees should: . . . not hold investments or any other direct or
indirect financial interest in the business of a supplier or client of DBH, or in
any enterprise to which financing accommodations are, or may be
extended to DBH.”

While ITX’s primary status as a contractor is not a technical violation
of DBH’s conflict of interest policy or DBH’s policy to respect the rights
of its employees to have outside employment, provided that “such
activities do not impair or interfere with the conscientious performance of
DBH duties,” it does violate the policies’ intent.  A contractor functioning
as an integral part of the organization, filling an organizational title,
should be held to the same level as an employee.

Of the five consortium members, three do not have a distinct CIO
position, but charge other members of management with making the
ultimate decisions regarding IT needs.  Both Davis and Central Utah
Counseling Center have a separate CIO position, with Central’s
management making ultimate IT decisions on their CIO’s
recommendations.  Most members have an IT specialist, but that position
has little to no oversight of the IT purchasing practices aside from
purchasing individual desktop equipment.

The contract between DBH and the other consortium members
requires Davis, as the lead contracting party, to “negotiate terms and
conditions of procurement with computer software, hardware and service
providers.”  ITX is one of the service providers DBH is required to
negotiate with on behalf of HDS.  If ITX is represented on both sides of
the negotiation, in their role on the SALT Team, Davis has failed to
provide appropriate oversight for themselves and for HDS as a whole.
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Contract
amendments could
limit ITX’s role in
purchasing.

Despite Davis’ lack of oversight, it appears that HDS has some control
of the budget.  Currently, the consortium members’ business managers
meet once a month, and ITX presents what they want to do and what
equipment will be necessary to do so.  This budget proposal is then
discussed and rejected or accepted, based on the service levels the
consortium wants to meet.  Before 2006, the DBH Board alone approved
the ITX budget.  These reviews provide some oversight by the consortium
of ITX’s purchases.

Proposed Contract Amendments 
May Clarify ITX’s Role

DBH and HDS are currently in the process of amending their
respective contracts with ITX.  These contract amendments have the
potential to clarify and limit ITX Media’s role in the purchase of
equipment.  There are four main parts to these amendments.  Figure 3.4
details these amendments and their potential effect on organizational
concerns.

Figure 3.4  Amendments in the Contract Between DBH, HDS and ITX
Have the Potential to Alleviate Concerns.  By making the following
changes to the contract, the parties intend to make budgeting more
predictable and eliminate concerns of conflict of interest.

Proposed Amendment Intended Effect

Separate the contract between DBH
and ITX and the contract between
HDS and ITX

• Allows all parties to be satisfied
with their own service levels

• Clarifies the ITX owner’s
responsibilities as CIO

Payment to ITX changes from base fee
and expenses plus 5% to a per-user
fee

• Eliminates conflict of interest
concern as purchases will be made
for ITX, not DBH or HDS

• Reduces need for documentation
of purchases

• Allows reliable budgeting

Establish service levels to evaluate ITX
Media’s performance

• Allows DBH/HDS to monitor
service levels

• Provides a measure of what is
being done for the money
expended

Make all consortium members party to
the contract with ITX

• Eliminates some of DBH’s
responsibility
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Per-user fees would
eliminate the
incentive to
purchase
unnecessary
equipment.

Document levels
have improved but
are still not
sufficient.

The change to a per-user fee and the separation of the DBH/ITX
contract from the HDS/ITX contract could reduce the potential conflict of
interest.  By making all consortium members party to the contract,
responsibility for oversight control rests with all members, not just DBH.

The per-user fees mean that instead of ITX purchasing the equipment
on behalf of HDS and being reimbursed, ITX will purchase and own the
equipment used by the consortium members at their discretion, in order
to meet performance standards.  This will eliminate the incentive for ITX
to recommend the purchase of equipment not truly needed.  Under the
existing contract, this risk of excess purchases has been aggravated by lax
requirements for documentation of purchases by ITX on behalf of DBH
and the consortium.

Documentation
Requirements are Lacking

There have been questions about the level of documentation that
should be required of ITX for the purchase of equipment under the cost-
plus aspect of the contract.  Initially, ITX provided no documentation for
equipment purchases and reimbursements.  The equipment is purchased
by ITX, then the consortium reimburses the amount spent, plus a five
percent administrative fee.  The lack of controls over this process may 
violate various state, county, and DBH policies.  While documentation
levels have improved, there are continuing concerns that it is still not
enough.  The proposed contract amendments reduce the need for
documentation, as the equipment will be owned by ITX.  Some
documentation of cost will still be needed to justify the negotiated user-
based fee.

There Is No Agreement on the 
Level of Documentation Required

The current contract between DBH and ITX does not specify the level
of purchase documentation required.  Because of this, there have been
disagreements between some of Davis’ management and ITX.  The
previous CFO objected to the thin level of documentation provided by
ITX in regard to their reimbursed purchases.  Due to the dispute about
how much documentation should be required, the CFO resigned.  He
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The amount of
purchase
documentation has
continually
increased.

refused to sign the reimbursement without greater evidence supporting
the purchases.

The only contractual limit on purchases is that “prior to incurring any
out-of-pocket expenses in excess of the Annual Budget, ITX shall first
obtain the advance written approval of DBH.”  Because of this
requirement, ITX Media is not required to give the detail normally
required for state purchasing.  The amount of documentation on
purchases has continually increased to now include packaging lists, travel
receipts, lists of purchased equipment, and, beginning in July 2007, the
invoices sent by companies from which equipment was purchased.

Undocumented Procurement 
Violates Various Policies

Despite not violating the contract, the low level of documentation
required by the contract may violate various policies, including state,
county, and DBH policy.  Figure 3.5 lists the policies that appear to have
been violated by this arrangement.
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A lack of
documentation
weakens DBH’s
controls.

Figure 3.5  DBH’s Lack of Documentation Requirements May Violate
Various Policies.  All of the following entities also have requirements for
increased documentation and number of bids when the cost of the purchase
is greater.

Utah Administrative Code R33-4

“Specifications shall be drafted with the objective of clearly describing the
purchasing agency’s requirements and of encouraging competition. The
purpose of a specification is to serve as a basis for obtaining a supply,
service, or construction item adequate and suitable for the purchasing
agency’s needs in a cost effective manner. . . . Specifications and any
written determination or other document generated or used in the
development of a specification shall be available for public inspection.”

Davis County Procurement Policy

“Purchase orders are used to encumber budgets for most goods or
services. . . . When the goods or services have been satisfactorily received
and appropriate property information recorded, the department signs the
payment authorization copy of the purchase order, attaches the
appropriate invoices, and sends them to the Clerk/Auditor’s office as
approved to pay.”

DBH Procurement Policy

“The Chief Procurement Officer is responsible for the purchasing of all
goods and services by DBH“. In an attempt to document these purchases,
“vendor invoices, along with delivery receipts and other proof-of-purchase
documentation are to be submitted and matched to the original approval
form . . . and sent to the accounting department for payment.”

The current contract between Davis and HDS members designates
DBH as the “lead contracting party to obtain the goods and services
which the parties desire to procure collectively” and requires “that amount
which DBH shall assess to each Member shall be shown on statements
enumerating: a) the software, hardware, technical support or other
services provided; b) the name of the contracting party with DBH; and c)
the date that payment is due.”  The lack of control Davis has
demonstrated weakens the controls of HDS over what is purchased and
the amount paid for these purchases.
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If amendments are
signed, further
equipment
purchases will be
made by ITX.

Consortium
members feel they
are getting the most
affordable service.

Contract Amendments Will 
Reduce the Need for Documentation

If the contract is amended as proposed, it will reduce the need for cost
documentation at the time of purchase and will streamline the approval
process.  The CFO for Davis explained that when the contract is operated
on a fee-per-user/performance standard basis, it will be more like a utility
company.  It will be up to ITX to decide what equipment they need to
purchase in order to meet the performance standards.  The equipment will
belong to ITX; therefore, there will be no need to provide reimbursement
documentation as purchases are made.  There will, however, be a need for
documentation of costs during rate-setting negotiations.

Consortium Members Are Satisfied 
with Service Despite Contract Flaws

DBH and the other consortium members are all satisfied to some
degree with the services of ITX Media and the resulting products.  This is
despite paying more, on average, than other CMHCs and oversight
bodies’ criticisms of the method by which DBH, and by extension, the
consortium, acquired the contract with ITX.  Specifically, these entities
were concerned with the lack of a Request For Proposal (RFP) before
contracting with ITX for service provision.  There is some dispute within
DBH over whether policy was actually broken.  It is hoped that the
proposed contract amendments will reduce some of the existing concerns.

Consortium Members Are 
Satisfied with ITX’s Performance

When asked, the CEOs of the consortium members were all satisfied
with the service provided to them by ITX.  A member stated they are too
small to be able to afford individual service that would be comparable to
what they are getting through ITX.  DBH is also satisfied with the
services of ITX.

The consortium conducted a survey of the community behavioral
centers of Utah and found that their IT costs were generally higher than
the costs for other non-consortium centers.  The proposed contract
amendments will further increase the cost gap for Davis.  Figure 3.6
shows the results of the consortium’s statewide survey.
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HDS members
average $329 more
per-year per-user
than non-consortium
members.

Figure 3.6  Consortium Survey Shows Members’ IT Costs Are Higher
than the Rest of the State.  Both the cost per-user and the percent of total
expenses for HDS members are higher on average than non-consortium
members costs.

Utah CMHC Cost Per User
Percent of Total

Expenses

Consortium Members

Northeastern $ 5,305      5.1%

Central 5,137 5.7

San Juan 4,939 5.6

Davis 3,741 5.7

Southwest 2,742 5.4

     Average 4,373 5.5

Non-Consortium Centers

Valley $ 4,545      4.8%

Weber 5,010 4.9

Bear River 2,637 4.5

Wasatch 2,491 2.1

Four Corners 2,298 3.8

     Average 3,396 4.0

State Average $ 3,885      4.8% 

In comparison to the statewide averages, consortium members pay
$488 more per year per user, and 0.7 percent more for total percent of the
budget spent on IT.  When comparing the averages of consortium
members with averages of non-consortium members, consortium per-user
costs are $977 higher, and percentages of total budget are 1.5 percent
higher.  The measure of per-user fees is concerning because the definition
of a user can vary according to which center is responding.  Davis’ CFO
said that he finds the amount they are spending above average acceptable
because they believe they receive a high level of service.

The higher cost does not appear to be explained by a corresponding
increase in quality of resulting data.  The Division states that while the
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ITX contract
amendments are still
in negotiation.

consortium IT system has been steadily improving, its data has been
adequate, and comparable to the rest of the state.

There is currently an effort in process to amend the consortium’s ITX
contract.  The proposed amendments are intended to equalize costs
between consortium members by switching fee allocation from a
percentage basis to a per-user basis.  The proposed amendment, supported
by DBH, sets the fee for all consortium member organizations at $160
per user per month.  DBH is hoping that the amendment will decrease its
fees by as much as $8,000 per month.  The change could also increase the
fees paid by the other members.  Negotiations are currently in process. 

The Acquisition of the ITX Media 
Contract Has Been Faulted

Multiple sources have criticized the method under which the contract
with ITX was procured.  A 2003 audit done by the Legislative Auditor
General (ULAG), a 2006 audit by the State Division of Substance Abuse
and Mental Health (the division or DSAMH), and a follow-up audit all
pointed out the flaws in the contract formation.  Concern with the cost of
IT has been noted by Davis County officials.  Figure 3.7 describes what
each entity said about this contract procurement.
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Figure 3.7  Two Entities Criticized the Method Under Which DBH
Acquired the ITX Contract.  The entities agree that an RFP should have
been used in the process.

2003 ULAG Audit of Utah’s Local Mental Health System

“One troubling procurement involved hiring a computer consultant who was
known to an mental health center (MHC) board member without a
competitive procurement process.  We found no evidence that an RFP was
sent out. . . . it remains clear that the process does not meet the
requirements of a publicly announced, competitive procurement.”

2006 State Division of Substance Abuse and Mental Health Audit

“Procurement policy was not followed in the awarding of one contract. . . .  
Even after disclosing this significant deficiency, no action was taken to
correct the problem.  Consideration should have been given to terminate
the contract and then follow proper procurement procedures to ensure the
best use of public funds for these requested services.”

The two resulting recommendations were that DBH “ensure state and/or
DBH guidelines are adhered to when creating contracts,” and “perform a
detailed review on ITX Media and the services it provides.”

2007 State Division of Substance Abuse and Mental Health 
Follow-up Audit

“The report listed two separate recommendations regarding this finding. 
While DBH adequately responded to the first recommendation listed, no
response was provided as to the course of action DBH will take to
sufficiently address the second recommendation.  We feel this
recommendation is an important element in providing both Davis County
and DSAMH reasonable assurance that funds are being used
appropriately.”

DBH administration sent a letter to the division in the course of the
2003 ULAG audit from the chief procurement officer stating, “It has
come to my attention that Davis Behavioral Health, in the process of
contracting with ITX Media, did not follow all of the procurement rules
to enter into this contract.”  It then goes on to express that, despite this, it
is in the best interest of DBH and the consortium to continue the
contract.  Later, the opinion of DBH changed, with the CEO stating that
because ITX responded to two RFPs before they were contracted, DBH
considered those RFPs still in force.  This statement directly contradicts
the findings of the 2003 audit, which were not contested by DBH, that
no RFP for an IT contract exists.
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The contract allows
ITX to decline to
extend the contract,
but not DBH.

While the division audit recommends that Davis consider rebidding
the contract, it appears that they cannot end their relationship with ITX
until September 2014.  It was entered into in September 2003 for an
initial period of five years, with ITX having the option for two renewals
for three years each.  The State IT Department said that this provision in
an IT service provider contract is not normal, but it is not unheard of. 
They also noted that the terms of this contract are not in favor of DBH,
but ITX.

Flawed Initial Contract Is Being Amended

This initial contract, while flawed, is being amended.  As previously
mentioned, the amendments will accomplish three things:  1) elimination
of “cost plus” and conversion to a per-user fee, 2) establishment of service
levels for ITX’s performance, and 3) making all consortium members a
party to the contract.  In addition, the ITX owner’s duties will be
separated between the consortium and DBH.  It is hoped that these
amendments will reduce some of the concerns brought on by DBH’s
initial failure to follow their own policy, as well as state policy, in
procuring the ITX contract.  We also recommend contract amendments
be included to allow Davis, along with ITX, to decide whether they will
renew the ITX contract.

Recommendations

1. We recommend that DBH either appropriately fill its CIO
position, or empower a DBH employee or member of
management with oversight of IT activities.

2. We recommend that DBH further study the costs caused by the
proposed contract amendments and decide whether the expense is
justified.

3. We recommend that if the proposed amendments are not signed,
the contract be amended to require appropriate documentation.

4. We recommend DBH strengthen and follow its procurement
policy for both new and renewal contracts.
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DBH had several IT
false starts before
Pro-Filer was
chosen.

Chapter IV
Implementing an Integrated IT 

System Has Been Difficult

Nationally, health care providers are moving toward electronic
information systems integrating both billing and clinical information. 
Davis Behavioral Health’s (DBH or Davis) IT integration process follows
that national trend and has been slow to implement and gain acceptance. 
The integration process is not easy, with most organizations, including
DBH, encountering user-acceptance, training, and error problems.  Initial
selection and start-up problems fueled staff’s hesitance to accept the
unfamiliar system.  Development has also been hampered by
documentation and training problems.  It appears that the system is now
gaining acceptance as problems are being resolved.

The Pro-Filer System Has Improved

In January 1999, DBH began the process of selecting an electronic
health record (EHR) that would integrate its billing and clinical electronic
records.  A committee of employees and users was charged with choosing
a system.  DBH management rejected the committee’s selection and
directed different staff to continue the search.  They explored multiple
software possibilities that were not chosen.  After several false starts, DBH
contracted with ITX Media to help the committee choose a system. 
Through a committee ranking system, they chose the Pro-Filer software
through Uni/Care, the provider.  ITX stated that while Pro-Filer is not the
system they would have chosen, it has worked out all right.  Figure 4.1 is
a time line of the deployment of Pro-Filer.
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DBH’s IT system is
operable in both
billing and clinical
records.

Figure 4.1  The Pro-Filer Project at Davis Began in 2002.  Improving the
existing system will be an ongoing process.

August 2002 Pro-Filer selected by the committee

November 2002 Uni/Care software installed on the DBH server

May 2004 Pro-Filer “goes live” (begins to be in operation)

October 2004 Phase I (Administrative operation) of Pro-Filer rollout
in progress

August 2005 Phase II (Clinical operation) of Pro-Filer rollout in
progress

2005 Centerwide Pro-Filer training begins

November 2007 Rollout of screening and assessment tool, the final
aspect of Phase II

The process comprises at least a five-year effort, with the “go live” date
occurring approximately two years after purchase of the system.  This
does not appear to be out of line with other agencies.  A National Council
for Community Behavioral Healthcare (NCCBH) publication states:

For Center for Behavioral Health, the implementation and training
started about a year and a half prior to the “go live” date; for
Heritage Behavioral Health, it took significantly longer, in part
because of the extensive re-engineering. . . . A caveat for CEOs:
driving an implementation too fast is arguably more dangerous
than taking too long.

As a result of the process discussed above, DBH now has an operable
system, which includes both billing and clinical components.  This five-
year roll-out has been difficult and trying for staff.  Current nationwide
trends for electronic health records show that the industry, on the whole,
has been slow to accept change.

A 2005 U.S. Government Accountability Office (GAO) study of
electronic health records in the healthcare industry as a whole, states:

Respondents to two recent surveys reported that only 31 percent
of physician group practices and 19 percent of hospitals use fully
operational EHRs. . . . Approximately 13 percent of solo
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Community
behavioral health
providers have a low
rate of EHR
implementation.

The initial
appearance and
operation of Pro-
Filer was difficult for
staff.

physicians have adopted some form of EHR, while 57 percent of
large group practices . . . have adopted an EHR.

The statistics for community behavioral health providers appear to be
even lower.  An NCCBH publication on EHRs states:

A September 2006 . . . poll of community behavioral health
providers across the country indicates that just under eight percent
have implemented the EHR with clinical components fully
functioning, while 32 percent have implemented the EHR with
billing components in place.  Another 11 percent of providers are
in the process of installing an EHR.

Staff IT System Dissatisfaction
is Decreasing

The Pro-Filer system was rolled out using an unfamiliar appearance
and operation called the tree format, and staff members disliked the
number of mouse clicks necessary to get to a given screen.  The tree
system has now been replaced with a more familiar, windows-based
platform, and ease of use is improving along with this change.  Some
DBH staff have been dissatisfied with both the Pro-Filer system and the
use of computers in a clinical environment.  Other staff members
recognized the need for change but question the process of change
selected by their management.

The Initially Difficult Platform of 
Pro-Filer Is Being Modified

The appearance and operation of the Pro-Filer system was different
from the button-based windows format that most people are used to.  The
tree format that Pro-Filer initially used required a separate mouse click for
every area of increasing detail, as opposed to the windows format, where
one click takes you directly to the specific screen.  The tree format
required excess time and effort to get to the desired screen, thus causing
staff to be dissatisfied with the system as a whole.

This tree format has been continually modified from the initial rollout
of Pro-Filer to more closely resemble the more familiar windows format. 
The main improvement is the addition of an initial screen called
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While Pro-Filer is
improving, staff feel
it has taken too long.

System changes are
not always accepted
by staff.

Navigator, which provides direct buttons for the screens clinicians need
and use most.  Each clinician’s Navigator screen shows only the buttons
for the tasks they specifically desire.  This new screen, in addition to
increased familiarity with the system, has been noted by trainers and staff
of DBH and the Health Data System (HDS or consortium) as improving
the ease of use.  While some staff say that this improvement has taken too
long, it is generally agreed that the ease of use of Pro-Filer is improving.

Other computer-savvy staff complain that while Pro-Filer is
improving, there really was no need to wait for these improvements. 
These employees note that there were other software options available but
not accepted as an option at the time of Pro-Filer’s purchase.

DBH management states that when advertising for a system they had
asked for a tree format, not realizing exactly what that entailed.  The CEO
said that since they had never started an IT program before, they did not
know exactly what they were looking for, and so they have had to work
with what they got.  They have attempted to make the modifications
necessary to reform the system in a more user-friendly way.  Davis’ CEO
also stated that at this point in their progression, she would never ask staff
to start over and learn a new program.

It has not been uncommon for community behavioral health centers to
struggle with standards and requirements for IT systems.  An NCCBH
study pointed out that “regardless of the due diligence conducted during
the evaluation phase, the project team is likely to discover that there were
some misperceptions about the capabilities of the products selected.”  This
appears to be what occurred at DBH.

Resistance to Platform
Has Diminished

On the whole, staff system satisfaction seems to be improving as the
system evolves.  Despite this, staff have been resistant to change processes
they know, which increases difficulty of use.  When changes are made to
improve the programs, some of the staff use the changes, and some stick
with the old way they already know, or mix the two methods.  Because of
this, the programs get increasingly difficult, and for some, satisfaction
goes down.
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Staff resistance is a
problem nation-
wide.

The division IT
specialist hears
complaints about IT
throughout the state.

This resistance to change applies not only to changes made to Pro-
Filer, but also to the computer system as a whole.  Some clinicians have
voiced the concern that computers should not have a place in the clinical
environment.  Their concern is that it creates a barrier between the
clinician and the patient.  Although this is a concern, one of the trainers
believes that as soon as the new clinical records screening tool has been
around for enough time for clinicians to get used to it, this concern will
not be an issue, as has happened for other IT applications.

According to the NCCBH, most software implementations are
difficult, but vital.  An NCCBH newsletter devoted to EHR states, “Staff
resistance is one of the most difficult aspects of EHR implementation and
should be considered every step of the way.”  This staff resistance is
generally acknowledged.  Later in the newsletter, NCCBH states:

We know of some organizations that are on their second
implementation of an EHR and are still not successful—the
problems are not related to the vendor but to the leadership of the
organization.  Staff resistance that is not dealt with effectively will
extend the implementation process.

These reports acknowledge that the way to overcome staff resistance is
to continue on the course.  The IT specialist for the state Division of
Substance Abuse and Mental Health (the division or DSAMH) said that
she hears consistent complaints about IT systems throughout the state,
but this will always be the case.  In her opinion, clinicians like to have
their hard-copy charts, and so the biggest reason that IT systems fail is
because it is very difficult to manage staff reactions.

NCCBH advises that “the cultural change and its effect on clinicians
was enormous, but was quickly overcome, mostly because there was no
choice. . . . ‘Include them, train them, support them, but don’t give them
any choice.’”  While it appears DBH clinicians have had no choice in the
use of this program, training methods need improvement.

Pro-Filer Training and Operating 
Documentation Need Improvement

Despite the complicated nature of Pro-Filer, staff are not provided
with a continually updated training manual.  Also, when staff are trained,
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Staff training varies
in both extent and
content.

NCCBH advises,
“Train early, train
during, and train
after–training never
stops.”

they are provided with individually created staff cheat sheets, but these are
neither updated when changes are made, nor organized in a usable
fashion.  Frequent changes are made to the Pro-Filer system but not
adequately documented or communicated to all staff.  This makes the
training process inconsistent and less effective.

Systemwide Training Manual 
Is Not Given to Staff

Consistent training is vital for new staff.  Before staff members are
given personal access to Pro-Filer, they go through initial training.  There
is some concern that this training varies in both extent and content.  The
new staff training covers proper use of the system to address the basic
information areas that must be completed for each client.  Training does
not follow a particular order and takes approximately one hour.

After this hour of new staff training, staff are permitted to use the Pro-
Filer system.  There is no staff training/reference manual given to staff,
although the trainer has been tasked with preparing one this year.  Instead
of receiving a training manual, staff are given a collection of “cheat sheets”
that have been created by other staff members and explain how to do
specific tasks.  There is no order to these cheat sheets, and there is no way
to update them with changes in Pro-Filer, as everyone may have different
collections of sheets.

An NCCBH publication states “train early, train during, and train
after—training never stops.”  Staff must be trained on the most updated
system operation.  A CEO contributing to an NCCBH publication added
that at his center, “all employees had to pass a competency exam on the
test database before they would be given a log-on to the real database. . . .
The reality is that you can’t have part of your staff using an EHR and the
other half doing something else.”  DBH needs to make both initial and
continuing training coherent and consistent, so Pro-Filer data entry can be
coherent and consistent.

Documentation Regarding 
Pro-Filer Is Inconsistent

Because of the continually evolving nature of Pro-Filer, it is vital that
changes made in the operation of the system are adequately
communicated to staff.  While DBH believes they have a method for
communicating these changes, this method does not effectively reach all
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A new training goal
is to refresh IT
training at staff
meetings.

staff.  Figure 4.2 shows the process in place to disseminate IT process
changes.

Figure 4.2  Multiple Avenues Are Used to Inform Staff of System
Changes.  None of these methods of communication occur in a staff-wide
setting.

ITX designs/becomes proficient at the new process.

ITX trains one or both of DBH’s staff trainers.

DBH staff trainers train the team leaders/supervisors.

Team leaders/supervisors train the staff as a whole.

The Clinical Director sends out screen shot emails detailing the old way
and then the new method.

One training manual per center is updated with the changes.

An occasional newsletter is sent out by ITX, which includes details on the
changes.

While these steps are an attempt to get the Pro-Filer changes out to the
staff, there is no mechanism which documents the system changes, and no
system to ensure that all staff are trained.  The use of email disseminates
the information, but it does not show if the intended message is
appropriately received, nor does it aid in training the appropriate user.  
Staff told us that training emails are deleted without being read.

A goal of the staff trainer this year is to begin a program under which
there are mandatory staff meetings at each of DBH’s separate centers to
refresh training on selected Pro-Filer functions.  For the trainer, this
represents a better setting to train all center staff at once on IT system
changes.  This level of communication assures that all staff are given
consistent levels of training.

Data Quality Assessments 
Have Been Mixed

Officers at the Division of Health Care Financing in the Department
of Health have expressed concern with some of the encounter data that
comes from DBH’s Pro-Filer system.  In addition, employees and
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supervisors at Davis have expressed concern that the data may not be
accurate.  In contrast, DSAMH states that client data from DBH and the
rest of the HDS Consortium is comparable in quality to data from the rest
of the state centers.

Some Parties Express Concern 
With the Quality of Pro-Filer Data

Officers in the Division of Health Care Financing in the Department
of Health expressed concern with some encounter data that comes from
Davis to set Medicaid rates.  According to the reimbursement officer, 
many data items DBH submits have been rejected, such as the number of
hospital admissions.  Frequently, Davis cannot match the data that was
sent in, and sometimes the numbers are out of the realm of possibility.

ITX responded to these concerns by saying that they and Uni/Care are
going through a learning curve in state reporting requirements.  He also
said that they are improving, but part of the problem is that Davis cannot
see the numbers in the system before they are submitted.  ITX is working
on that problem, which will make reporting much more accurate.

In addition to this criticism from outside the organization, staff at
DBH have criticized Pro-Filer data.  Some concerns, aside from the
difficulty of use, appear to be misunderstandings about definitions and
uses of various system fields within the Pro-Filer program.  Another
concern is that it is difficult to get reports and information out of Pro-
Filer after data has been entered.

Davis responds that they believe the data is improving, and in the past,
the data coming out is only as good as the data going in.  In order to
improve the quality of the data entered, they run reports, both as an
organization and individually, to point out errors.  After an organizational
report is run, it is determined where the error originates, and those errors
are sent back to that party to fix the problem.  DBH has also begun
weekly meetings at which both clinicians and the billing department are
represented.  At these meetings, they attempt to settle differences and
figure out how to record and bill for services more seamlessly and with
fewer errors.
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The Division Says Pro-Filer Data
Quality Is Comparable

DSAMH reports that the quality of data from DBH and the rest of
the consortium is comparable to that from other centers, but no better. 
This is an improvement from March 2002, when the division requested a
corrective action plan regarding their data submission because of the poor
quality of data.  DBH responded that they would have an EHR in place
by summer 2002.  They were able to install the system by November
2002 but were not able to use it until 2004.  The IT programmer for the
division said that, currently, the data is good.  She also said that the
systems across the state are all different, but they are of good quality.

Recommendations

1. We recommend that DBH have an open discussion with staff
regarding their difficulties/suggestions for the improvement of
Pro-Filer.

2. We recommend that DBH assess Pro-Filer’s staff training program
to identify areas needing improvement.

3. We recommend that DBH create, disseminate, and maintain a Pro-
Filer training manual for all staff members.

4. We recommend DBH clearly communicate to staff the changes
made to Pro-Filer as well as the reason for the changes.

5. We recommend that DBH work with its oversight agencies to
remedy Pro-Filer data concerns.
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Appendix A
Affiliated Entities’ Formation Details

DBH Holding Company

Type of Corporation:  A new, nonprofit, tax-exempt corporation.
Purpose:  To promote behavioral health treatment and recovery services, through the work    

         of its subsidiaries: DEO, Daybreak, DBH, and the Foundation.
Governance:  The board of directors that currently exists for DBH.
Initial Funding Source:  Private funds received by DBH through a donation or loan to the     

                               Holding Company and/or loans of public funds from DBH.
Ongoing Funding:  From donations to the Holding Company or the Foundation or profits   

                        from Daybreak.

Diversified Employment Services (DEO) 
(Initially named Recovery Works)

Type of Corporation:  A new, nonprofit, tax-exempt corporation.
Purpose:  To promote recovery through employment of individuals with Serious and             

         Persistent Mental Illness (SPMI) in a work environment that also employs non-      
         SPMI workers and has a management structure that has specialized training in        
         supervising workers with SPMI.  DEO would provide employment by starting       
         independent small businesses that provide a product or service to the general          
         public or through special federal government contracts set aside for handicapped    
         employment. 

Governance:  The board of directors, that has some members in common with the current     
               DBH board.

Initial Funding Source:  Private funds received by DBH through a donation or loan to DEO 
                               and/or loans of public funds from DBH.

Ongoing Funding:  Would be as self-sustaining as possible, generating revenues from the       
                        business enterprises or contracts it enters into.  Additional funding           
                        would be from donations to the Holding Company of the Foundation     
                        and/or profits from Daybreak distributed by the Holding Company.
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Daybreak Behavioral Health (Daybreak) 
(Initially named Francis Peak Family Counseling Center)

Type of Corporation:  A new, nonprofit, tax-exempt corporation.   
Purpose:  To provide behavioral health outpatient treatment services to individuals, families,  

         and employee assistance programs that are outside the target population for the      
         community mental health system who have the ability to pay through private         
         insurance or other private sources.  (Non-SPMI adults or Seriously Emotionally     
         Disturbed Children (SED).    

Governance:  An independent board of directors that may include some members of the        
              current DBH board, but the majority of the members would not be DBH         
              board members. 

Initial Funding Source:  Private funds received by DBH, and through the assignment of        
                               DBH’s employee assistance contracts, and/or loans of public funds    
                               from DBH.   

Ongoing Funding:  Daybreak would be self-sustaining, generating revenues from collections  
                        for the behavioral health treatment it provides.  Excess revenues would    
                        be donated to the Holding Company for distribution to DBH or DEO   
                        to provide services to unfunded SPMI and SED individuals and their       
                        families.

Family Well Being Foundation

Type of Corporation:  A new, nonprofit, tax-exempt corporation.
Purpose:  To promote behavioral health treatment and recovery services through the work of 

         its sister corporations: DEO, Daybreak, and DBH.
Governance:  The board of directors, whose members may have members in common with    

               the current DBH board.
Initial Funding Source:  Private funds received by DBH and/or loans of public funds from     

                               DBH.
Ongoing Funding:  Direct donations or through fundraising efforts.  The donations received 

                        would be distributed to DBH or DEO to provide services to unfunded    
                        SPMI and    SED individuals and their families.

Davis Employment Services

Type of Corporation:  A new, nonprofit corporation
Purpose:  To provide payroll and administrative services to the other corporations.
Governance:
Initial Funding Source:
Ongoing Funding:  Fees charged to the other corporations.
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Appendix B

DBH Private Funds Calculation.  DBH calculated that they had $1.2 million in private funds they could
use to fund the new, nonprofit organizations.

Fiscal Year Fees & Ins  Net Income
Medicaid

Capitation Surplus Private Funds Dedications

1986 114,600 -1,166 0 -1,166

1987 344,349 242,594   242,594

1988 317,265 147,660   147,660

1989 309,687 236,735   236,735

1990 266,092 -5,382 0 -5,382

1991 272,173 154,777   154,777

1992 252,171 -36,694  0 -36,694  

1993 280,344 394,435   280,344

1994 324,627 441,641   324,627

1995 322,452 56,947   56,947

1996 356,508 970,150   970,150 0

1997 505,952 374,704   270,088 104,616

1998 604,320 481,547   176,112 305,435

1999 552,514 396,764   424,097 0 -27,333  

2000 735,035 184,555       8,339 176,216

2001 518,123 -178,294    356,358 0 -534,652    

2002 564,161 808,181   715,570   92,611

2003 786,165 751,212   1,502,291   0 -751,079    

Balances
at Start-Up 7,426,538    5,420,366        4,423,005   2,122,562   -1,356,306       

2004 727,616 418,014   1,661,979   -1,243,965       

2005 703,149 -47,807   -59,844 12,037 

2006 1,017,933   566,567   -350,000  916,567   

2007 764,482 682,227   181,510 500,717

  Total 2007 10,639,718      7,039,367      5,856,650   2,623,279   -1.671,667       

  Less coverage for net income loss and Medicaid Surplus                    -1.671,667   

  Plus Trust                                                                                                    52,102

  Less amount used for coverage of entities                                              -635,847

  DBH Private Funds as of 6/30/07                                                          $  868,584  
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Appendix C
Consortium IT Project Expense Details

Fiscal Year Uni/Care Costs ITX Costs Other Costs Total IT Costs

2003  $  543,865     $ 549,571 $  37,359 $  1,130,796  

2004   583,542     412,575     73,080   1,069,198

2005   384,535     618,240     58,541   1,061,316

2006   201,100     757,475     95,028   1,053,603

2007   125,173     935,745       5,909   1,066,828

Average   $ 367,643   $  654,722 $  53,983 $  1,076,348  
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Agency Response

Note: The entire response, including exhibits, is 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.


