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Pretoria 

FROM 

February 1,2000 

SUBJECT Agency-contracted AudIt of the USAID Resources Managed by 
UnIVersIty Research CorporatIOn under the Pnmary Health Care 
Support Project No 656-0226, for the PerIod January 10, 1994 through 
October 23, 1998, Report No 4-656-00-002-N 

Attached IS a report of an Agency-contracted audIt of US AID's contract With the UnIVersIty 
Research CorporatIon (URC) under USAIDlMozambIque's PrImary Health Care Support 
Project The audIt was performed by DelOltte & Touche, Chartered Accountants, Maputo, 
MozambIque 

Under the Pnmary Health Care Support Project, USAIDlMozamblque proVIded $12,598,790 
to URC under a cost reImbursable plus fixed fee contract to aSSIst the MInIStry of Health of 
the Government of MozambIque to (1) define, elaborate and Implement decentralIzatIOn 
polICIes and gUldelmes, (2) Improve provmcIaI plannmg prIorItIes and resource allocatIOn, 
(3) Improve provmcial human resources and program management, and (4) upgrade 
provmcial or dIStrICt facIhtIes 

The MISSIOn oblIgated $11,624,993 for the contract whIch was sIgned on January 10, 1994 
and expIred m May 1999 ThIS audIt covered the perIod from January 10, 1994 to October 
23, 1998 ExpendItures reported by URC durmg the above perIod totaled approxImately 
$10,978,597 

The audIt scope and ObjectIves mcluded 

• performmg a financial audIt m accordance With generally accepted audItmg standards and 
the standards of the U S Comptroller General's Government Audltmg Standards, and 
expressmg an OpInIOn on URC's Fund AccountabIlIty Statement for the perIod January 
10, 1994 to October 23, 1998, 

• evaluatmg URC's mtemal controls m order to assess control rIsk and IdentI:fy SIgnIficant 
mtemal control defiCIencIes, and 
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• testmg URC's complIance WIth apphcable laws, regulatIOns and agreements and report 
on any matenal mstances of non-complIance 

The audIt report dId not Identify any questIOned costs, or sIgmficant mternal control 
weaknesses or matenal Instances of non-complIance wIth applIcable laws, regulatIOns and 
agreements Therefore, we are not makmg any recommendatIOn and no actIOn IS reqUIred on 
your part 

Attachments a/s 
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SECTION A 

TRANSMITTAL LETTER AND SUMMARY 

USAID Resources Managed by UruversIty Research CorporatIon (URC) under the Pnmary 
Health Care Support Project 

Project No 656-0226 
Contract No 656-0226-C-00-3019-00 

Appropnatlon No 656-0226-3-10053/20047/20157/60022 

• 

• 
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Oeloitte & 
Touche 

Maputo, 15 October 1999 

Mr MartIn B Karlsen 

Africa Region 
Chartered Accountants and 
Management Consultants 

Umted States Agency for InternatIonal Development 
Cruxa Postal 783 
Maputo 
Mo~amblque 

Dear SIr 

Av Zedequlas Manganhela 95 
4° Andar Maputo 2581 
Mozambique 
Calxa Postal 4318 
Maputo 2581 
Mozambique 
Tel (1) 420955/430594 
Fax (1) 429163 
Int Dialing Code +(258) 

Audit of the USAID Resources Managed by Umverslty Research Corporation (URC) 
under the Primary Health Care Support Project 

Contract No 656-0226-C-OO-3019-00 

We have completed our audit of the above Project for the penod 10 January 1994 to 23 
October 1998 m accordance WIth the Contract No 656-0510-1-00-7076-00, DelIvery Order 
No 17 As reqUIred 10 the sectton 1 6 ofthts Contract we report as follows 

1 General descrIption of the Project Audited 

Under the Pnmary Health Care Support Project (project) $12,598,790 was provided to 
Uruverslty Research CorporatIOn (URe) under a contract which was atmed at asslstmg 
the MInistry of Health to define, elaborate and Implement decentralizatIOn polICies and 
gUIdelmes, Improvmg provmcIaI planmng pnontles and resources allocation, Improvmg 
proVInCial human resources and program management, and to offer hmlted support to 
upgrade provmCIal or dlstnct faclhtles 

3 

Delortte Touche 
Tohmatsu 

Countries Angola Bolswana Camt..roon C610 d Ivarre Ghana huny.J MctOdgascdf MalaWI 
Mauritius Mozambique Namibia Nlgena South Aftlca Swaziland Tanzania Uganda Zambia 

Zimbabwe 



USAIDlMozamb]que's contract WIth URC - an Amencan contractor - Contract No 
656-0226-C-00-3019-00 - was awarded on January 10, 1994 and, as amended, has total 
obligatIOns of $11,624,993 wIth a contract completIon date of May 1999 The contract 
]S a cost reImbursable plus fixed fee contract 

2 Objectives and scope of the financIal audIt 

As per Dehvery Order No 17 of the contract 656-0510-1-00-7076-00 between 
USAIDlMozamb]que and DelOltte & Touche the objectIVe of tills engagement was to 
conduct a financIal audIt of the USAID resources managed by the recIpient for the 
performance of a non-Federal Audit of URC The scope of the audit was bmlted to 
coverage of expendItures Incurred from Inception to October 23, 1998 Actual contract 
expenditures as of October 23, 1998, has been approximately $10,978,597 

The financIal audit was performed In accordance With U S Government Audltmg 
Standards and accordIngly Included such tests of the accountIng records as deemed 
necessary under the circumstances The procedures followed can be summanzed as 
follows 

• An entrance conference was held together WIth USAID officials, the URC's 
representatIve In Maputo and the audItors at USAID' s Maputo premIses In order to 
understand the audIt objectives and Its hmItatlons Tills conference was 
complemented by a meetIng between the auditors and URC's representative In 
Maputo at theIr premIses to allows us to get the necessary orgaruzatlOnal and speCIfic 
detaIls to plan the finanCIal audIts, 

• We obtamed and reVIewed the follOWIng documents 
Agreement and Amendments (1 to 9) between USAID and URC, 

11 The Contracts estabhshed between URC and subcontractors, 
III OMB CIrcular A - 122 "Cost Pnnclples for Nonprofit OrganIzatlons" 
IV OMB Circular A - 21 "Cost PnnClples for EducatIOnal InstitutIons" 
V Federal AcqUISItIOns RegulatIons (FAR) 
VI USAID AcqUIsIt]On RegulatIOns (AIDAR) 
Vll Mandatory Standard ProVISions 
Vl11 Standard PrOVISIons Annex for Project Loan or Grant Agreements With ForeIgn 

Governments 
IX Standard Audlt PrOVISIons for PL 480 TItle II and III Agreements 
x All the payment vouchers (1 to 59) held by USAID 

• At the premises of the URC m Maputo we obtamed an understandIng of the Internal 
control structure and systems (accountIng system descnptlon, procurement pohees 
and procedures, and receipt, warehousmg and dlstnbutlOn procedures for eqUipment 
and matenals) to plan the audIt and to determIne the nature, tImIng and extent of 
testmg to be performed, 

• At tills phase specIal attentIon was gIVen to some speCIfic concerns of 
USAIDlMozamblque regardIng (a) dIsallowed costs m the URC's monthly vouchers, 
(b) URC allocatIon of finanCIal resources at a provmcIal level ( c) venficatlon of the 
URC's assets regtster and confirmatIon If mecharusms are m place for the dIsposal of 
the assets In compbance With the terms of the contract, 
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• We tested the mtemal control procedures m order to confinn our understandmg and 
to evaluate Its effectiveness m preventmg or detectmg matenal mIsstatements m the 
Fund AccountabIlIty Statement and m ensunng compltance wIth the Agreement tenns 
and appltcable laws and regulatIOns, 

• From the voucher 59 we obtamed the necessary mfonnatlOn to prepare the Fund 
AccountabIlIty Statement, 

• We IdentIfied the dIrect and mdlrect costs bIl1ed to and reImbursed by USAID by 
locatIon where they are produced m order to determme the specIfic audIt steps to 
perfonned m MozambIque (Maputo and Provmces) and Untted States 

SpecIfic audIt steps m MozambIque 

• We revIewed the procedures used to control the funds, mcludmg theIr channelmg to 
the Provmces, 

• We venfied the adherence to the estabhshed procurement procedures used to 
purchase eqUIpment, office supphes and contract local consultants to detennme 
whether sound commerCial practIces, mcludmg competItIOn was used, reasonable 
pnces were obtamed, and there were adequate controls on quantItIes and quahtles 
receIved 

• We venfied the URC's assets regIster and confinned wmch mechanIsms are m place 
for the dIsposal of the assets m comphance WIth the terms of the contract and on a 
sample baSIS, 

• We reViewed the transactIOns related to Other DIrect Costs m order to determme Its 
conSIstency WIth the ObjectIves of the Project, 

• We tested the calculatIons of all the costs bIlled on fixed rates baSIS 

SpeCIfic audIt steps m Untted States 

• We obtamed an understandmg of the mtemal control structure and evaluated the 
control envIronment to determIne the nature, tlmmg and extent of testmg to be 
performed as wen as to determme whether the mternal controls were estabhshed to 
ensure comphance WIth agreement terms and apphcable laws and regulations, 

• We revIewed the general ledger to detennme whether costs mcurred were properly 
recorded We reconcIled dIrect costs btlled to and reImbursed by USAID to the 
general ledger, 

• We reViewed whether advances of funds to URC - MozambIque were JustIfied WIth 
documentattOn, mcludIng reconcIhation of funds advanced, dIsbursed and avaIlable 

• We reconcIled the records on general ledger to the fixed assets regIster located m 
MozambIque, 

• We revIewed the dIrect salary charges and all the other related costs to personel, 
mcludIng travel, to determme whether rates were proper and charges were supported 
mcludIng all the tests necessary to assure an adequate blllmg and reImbursement from 
USAID, 

• We reViewed the subcontracts made mcludmg the procurement procedures appbed to 
evaluate the comphance WIth the agreement tenns, 

5 



3 Fmancml audit results 

The results of our procedures were satisfactory and Included In tlus report are the vanous 
areas audited as follows 

Section B - Fund accountability statement 

ThiS sectIon Includes the fund accountabilIty statement and related notes, the 
unquahfied report of the Independent auditors The Fund Accountablhty 
Statement has been prepared on cash receIpts and dIsbursements basIs of 
accountmg, which IS a comprehensive basts of accountmg other than generally 
accepted accountmg pnnclples under the cIrcumstances Our oplmon was m 
accordance wIth SAS No 62 CAU623) 

Section C - Internal control structure 

We reviewed the mternal control structure In our assessment of nsk and report 
that there were no matenal weaknesses Our reVIew was performed In 
accordance With the U S General Accountmg Office's Standards for Internal 
Control~ In the Federal Government (1983) 

Section D - Compliance with agreement terms and applicable laws and 
regulations 

The results of our tests of comphance did not disclose any matenal Instances of 
non-comphance m accordance to the gUidance contamed m AICPA SAS No 
74 CAU80l) 

Section E - General-purpose annual financial statements 

In tlus section were enclosed the audIt reports of the URC as a whole for the 
fiscal years 1994, 1995, 1996 and 1997 Issued by Rubmo & McGeehm (CPA) 
- Bethesda 

No cost shanng contnbutlOns were reqUired under tlus agreement and no pnor audits were 
performed to tlus project Consequently, we do not mclude any special sectIOn, report or 
comments on these Issues 

4 URC management comments 

We confirm that the contents of tlus report have been discussed With Jay Wechsler and no 
comments were considered necessary to mclude 
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• 
Should you reqUIre any further mfonnatlOn please do not hesitate to contact us 

• 
Yours Fruthfully 

• 
Delodte & Touche 
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SECTIONB 

FUND ACCOUNTABILITY STATEMENT 

USAID Resources Managed by Umversity Research Corporation (URC) under the Pnmary 
Health Care Support Project 

Project No 656-0226 
Contract No 656-0226-C-00-3019-00 

Appropnabon No 656-0226-3-10053/20047/20157/60022 

For the penod January 10, 1994 to October 23, 1998 

• 

• 
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Oeloitte & 
Touche 

Independent AudItor's Report 

Board of Directors 

Africa Region 
Chartered Accountants and 
Management Consultants 

URC - Umverslty Research Corporation 

Av Zedequlas Manganhela 95 
4° Andar Maputo 2581 
Mozambique 
Calxa Postal 4318 
Maputo 2581 
Mozambique 
Tel (1)420955/430594 
Fax (1)429163 
Int Dialing Code +(258) 

We have audIted the Fund AccountabilIty Statement of USAID Resources managed by 
Umverslty Research Corporation (URC) under the Pnmary Health Care Support Project under 
the USAID Contract No 656-0226-C-00-3019-00 for the penod January 10, 1994 to October 
23, 1998 The Fund Accountablltty Statement IS the responslblltty of the management ofURC 
Our responsIbIlIty IS to express an oplmon on the Fund AccountabIltty Statement based on our 
audIt 

Except as dIscussed m the followmg paragraphs, we concluded our audIt 10 accordance wIth 
generally accepted audItmg standards and the U S Government AudItmg Standards Issued by 
the Controller General of the Umted States (1994 ReVIsIOn) These standards reqUIre that we 
plan and perform the audIt to obtam reasonable assurance about whether the Fund 
Accountablhty Statement IS free of matenal mlsstatement An audit Includes examm1Og, on the 
test baSIS, eVidence supportmg the amount of dIsclosures In the Fund AccountabilIty 
Statement An audit also Includes assessing the accounting pnnclples used and SignIficant 
estimates made by management, as well as an evaluation of the overall financial statement 
presentatIOn We beheve that our audIt proVides a reasonable baSIS for our OpInIon 

As descnbed In Note 2, the financIal statement was prepared on the baSIS of cash receIpts and 
dIsbursements, whIch IS a comprehensive baSIS of accountmg other than the generally accepted 
account1Og pnnClples 

We do not have a contInumg educatIOn program that fully satisfies the reqUIrements set forth 
m chapter 3, paragraph 6 of the U S Government AudItIng Standards However our current 
program proVides for at least 24 hours of contmumg educatIon and tram10g every two years 
We are takmg appropnate steps to Implement a contmumg educatIOn program that fully 
satisfies the reqUIrement 

We dId not have an external quality control reView by an unaffilIated audit organIzatIOn as 
reqUIred by Chapter 3, Paragraph 6 of the U S Government Audltmg Standard, SInce no such 
program IS offered to profeSSIOnal orgamzatlOns m Mozambique We beheve that the effects of 
thiS departure from the U S Government Audltmg Standard IS not matenal because we 

Delortte Touche 
Tohrnatsu 

Countries Angol1 Botswana Camoroon Cote d fvolre Gh,na "-ony I M uJ 1{J ISl U M II lWI 

MaUritiUs Mozamblquo Namibia Nlgena South Arnca Swaziland Tanzania Uganda ZilmbJil 

Zimbabwe 

9 



partlclpate III the DelOltte Touche Tohmatsu world-wide Illtemal control review program 
which reqUIres our office to be subjected every three years, to an extensive qualIty control 
review by partners and managers from other affilIate offices 

In our oplmon, the Fund Accountablhty Statement referred to above presents fairly III all 
matenal respects, the revenue, costs Illcurred and reimbursed by A I D for the penod January 
10, 1994 to October 23, 19981 III accordance With the terms of the agreement III confOrmIty 
With the baSIS ofaccountmg descnbed m the Note 2 

The report IS mtended for the InformatIon of URC and the U S Agency for InternatiOnal 
Development However, upon acceptance by the A I D RegiOnal Inspector General, this report 
IS a matter of publIc record and Its dlstnbutlon IS not hmlted 

Maputo, 15 October 1999 

DeloJtte &Touche 
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FUND ACCOUNTABll..ITY STATEMENT 

USAID Resources Managed by Umverslty Research Corporation (URC) under the Pnmary 
Health Care Support Project 

Project No 656-0226 
Contract No 656-0226-C-00-3019-00 
Appropnatlon No 656-0226-3-10053/20047/20157/60022 

For the penod January 10, 1994 to October 23, 1998 

Notes Budget Actual 

Revenue 

Total revised budget 
as per ModIficatIOn 
No 8 June 27, 1997 12,598,790 10,978,597 

Costs Incurred 

Salanes & Wages 1,625,692 1,416,847 
Fnnge benefits 5 345,732 311,378 
Allowances 614,223 551,236 
Overhead 5 296,908 268,502 
Consultants 646,437 499,941 
TravellPer dIem 1,554,196 1,329,755 
Other dIrects costs 6 2,307,651 2,061,113 
EqUIpment & Supphes 321,482 308,256 
Subcontracts 7 2,774,846 2,378,574 
G&A 5 1,496,816 1,304,135 
Total estimated costs 1I,983,983 10,429,737 
Fixed fee 8 441,615 380,587 
Award fee 9 173,192 173,192 
Recovenes ( 4,919) 
Total Cost plus Fee 12,598,790 10,918.521 

11 



NOTES TO THE FUND ACCOUNTABILITY STATEMENT 

USAID Resources Managed by Uruversity Research Corporation (URC) under the Pnmary 
Health Care Support Project 

Project No 656-0226 
Contract No 656-0226-C-00-30 19-00 
Appropnation No 656-0226-3-10053/20047/20157/60022 

1 DescrIption of the Project 

Under the Pnmary Health Care Support Project (project) $12,598,790 was proVIded to 
Uruversity Research CorporatIon (URC) under a contract whIch was aImed at assIstmg 
the MiruStry of Health to define, elaborate and Implement decentralIzatIOn pohcles and 
gUIdehnes, Improvmg provincIal planrung pnonties and resources allocatIon, Improvmg 
prov1OclaI human resources and program management, and to offer hmlted support to 
upgrade provmcIaI or dIstnct facIhtIes 

USAID/MozambIque's contract WIth URC - an Amencan contractor - Contract No 
656-0226-C-00-3019-00 - was awarded on January 10, 1994 and, as amended, has total 
obhgatlOns of $11,624,993 With a contract completIon date of May 1999 The contract 
IS a cost reImbursable plus fixed fee contract 

2 MaIO Accountmg PoliCies 

BaSIS of accounting 

The fund accountabilIty statement has been prepared on the cash receipts and 
disbursements baSIS of accountmg Under the cash baSIS of accountmg receIpts are not 
recorded untIl received m cash and disbursements are assigned to the penod m whIch 
cash payment IS made 

Exchange Rate 

The revenue and expenditure was accounted for m Uruted States Dollars Costs 10curred 
10 MetiCalS and m other currencies has been converted to Uruted States Dollars at the 
average rate of exchange rulmg dunng the month that the expendIture was mcurred 

EqUipment and Supplies 

ExpendItures relatmg to eqUIpment and supphes are not recorded as assets m the Fund 
Accountablbty Statement 

12 
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3 Revenue 

4 

5. 

Revenue represents funds receIved under the USAID Contract Agreement # 656-0226-
C-00-30l9-00 dunng the penod January 10, 1994 to October 23, 1998 The financial 
statements of USAID Resources managed by Umverslty Research CorporatIon (URC) 
under the Pnmary Health Care Support Project reflect an mcome of US$ 10,798,597 
representmg amounts reImbursed by USAID as at 23 October 1998 

PrOject Expenditure 

As revenue IS receIved foIlowmg submtsslon of detatls of actual disbursements, project 
expendIture represents amounts actually dIsbursed 

Indirect costs 

ProVISIonal mdirect cost rates were establIshed under the contract and amended as per 
amendment no 3 dated 23 January 1995 WIth retroactIve effect to the begmmng of the 
contract as follows 

Descnption 
Fnnge benefits 
Overhead InternatIonal 
General and Admtmstrative (G&A) 

(a) Total labor dollars, 

Rates 
34% 
15% 
18% 

Base 
(a) 
(b) 
(c) 

(b) DIrect labor dollars (mcludmg B&P) and apphcable funge benefits and 

(c) 
allowances, 
Total costs excludmg G&A costs less subcontract costs greater than usn 
50,000 per year and per subcontract, not to exceed usn 400,000 per year for 
anyone contract 

13 



6 Other direct costs 

The disbursements made under tills category can be disclosed as follows 

Video/Audio Tapmg 
Outside Labor 
Conferences 
Computer software 
Movmg & Storage 
Books 
Pnntmg 
Rent 
RepaIr & MaIntenance 
RecrUitment & Relocation 
Postage & Freight 
Insurance 
Office suppbes 
Reproduction 
Telephone 
Total 

7. Subcontracts 

27,539 
205,163 

14,425 
22,583 
38,573 

1,895 
2,988 

185,325 
542,523 

70,972 
114,229 
27,843 

518,705 
161,788 
126,562 

2,061.113 

Two contracts were signed With subcontractors and the disbursements were made as 
follows 

Development Associates, Inc 
Austral, Consultona e ProJectos, Lda 

8 Fixed fee 

1,614,818 
763,756 

2.378,574 

As per contract agreement, m addition to the reimbursements of costs a fixed fee was 
paid Untll 85% of the total fee was paid, the fee was paid at the same ratio of mVOIced 
costs to total estimated costs The total contracted fixed fee was agreed as per 
amendment no 8, dated 27 June 1997 

9 Award fcc 

Upon certIficatIOn by the USAIDlMozamblque COTR of successful completIon of the 
cntIcal tasks set forth m the SectIOn C 7 "Contractor Benchmark" of the contract 
agreement an award fee was to be paid amountmg USD 173,192 Amendment No 5 of 
1st November 1996 and Amendment No 8 dated 27 June 1997 modified the mdlcators 
of performance and acruevement mamtammg the award fee at the same amount as per 
contract agreement 

14 
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SECTIONC 

rnTERNAL CONTROL STRUCTURE 

USAID Resources Managed by Umversity Research CorporatIon (URC) under the Pnmary 
Health Care Support Project 

Project No 656-0226 
Contract No 656-0226-C-00-3019-00 

AppropnatIon No 656-0226-3-10053/20047/20157/60022 
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Oeloitte & 
Touche 

Board of Directors 

Africa Region 
Chartered Accountants and 
Management Consultants 

URC - Umverslty Research Corporation 

Av ZedeqUias Manganhela 95 
4<1 Andar Maputo 2581 
Mozambique 
Calxa Postal 4318 
Maputo 2581 
Mozambique 
Tel (1) 420955/430594 
Fax (1) 429163 
Int Dialing Code +(258) 

We have audIted the Fund AccountabIhty Statement of USAID Resources managed by 
Umverslty Research CorporatIon (URC) under the Pnmary Health Care Support Project under 
the USAID Contract No 656-0226-C-00-3019-00 for the penod January 10, 1994 to October 
23, 1998 and have Issued a report thereon dated 15 October 1999 

Except as discussed m the followmg paragraphs, we concluded our audIt m accordance with 
generally accepted audltmg standards and U S Government Audltmg Standards Issued by the 
Controller General of the Umted States (1994 ReVIsIon) These standards reqUIre that we plan 
and perform the audIt to obtam reasonable assurance about whether the Fund AccountabIlIty 
Statement IS free of matenal mIsstatement An audIt mcludes exammmg, on a test basIS, 
eVidence supporting the amount and dIsclosures m the Fund AccountabIhty Statement An 
audit also mcludes assessmg the accounting pnnciples and sigruficant estimates made be 
management, as well as evaluatmg the overall financial statement presentatIOn We belIeve that 
our audIt prOVides a reasonable basIS for our opimon 

We do not have a contInumg educatIOn program that fully satIsfies the reqUlrements set forth 
In Chapter 3, Paragraph 6 of the US Government AudItIng Standards However, our current 
program proVides for at least 24 hours contlnumg education and trammg every two years We 
are taking appropnate steps to Implement a contmulng educatIOn program that fully satIsfies 
the reqUlrement 

We dId not have an external qualIty control reView by an unaffilIated audIt orgaruzatlOn as 
reqUIred by Chapter 3, Paragraph 46 of U S Government AudItmg Standards, smce no such 
program IS offered to profeSSIonal orgaruzattons In MozambIque We beheve that the effects of 
this departure from U S Government AudItIng Standards IS not matenal because we 
partICIpate In the DelOitte Touche Tohmatsu International world WIde mternal control reView 
program which reqUIres our office to be subjected every three years, to an extenSIve quahty 
control review by partners and managers from other affiliate offices 

Delortte Touche 
Tohmatsu 

Countries Angola Botswana Cameroon C6te d lvolle Ghana Kenya Madagascar MalaWI 
Maulltlus Mozambique Namibia Nlgena South Aillea Swaziland Tanzania Uganda Zambia 

Zimbabwe 
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In planmng and perfonnmg our audit of the Fund Accountablhty Statement of USAID 
Resources managed by Umversity Research CorporatIon (URC) under the Pnmary Health 
Care Support Project for the penod January 10, 1994 to October 23, 1998, we conSIdered ItS 
mternal control structure m order to determme our audltrng procedures for the purpose of 
expressmg our oplmon on the Fund Accountablhty Statement and not to proVIde assurance on 
the mternal control structure 

The management of URC IS responsible for estabhshmg and mamtalmng an mternal control 
structure In fulfilhng this responslblhty, estimates and judgements by management are 
reqUIred to assess the expected benefits and related costs of mternal control structures policIes 
and procedures The objectIves of an mteroal control structure are to prOVIde management 
wIth reasonable, but not absolute, assurance that the assets are safeguarded agamst loss from 
unauthonzed use or dISposItIon and that transactIons are recorded properly to pennlt the 
preparatIOn of the Fund AccountabIlIty Statement Because of mherent ltmltatlOns 10 any 
mternal control structure, errors or lITegulantles may nevertheless occur and not be detected 
Also, projectIon for any evaluatIOn of the structure to future penods IS subject to the nsk that 
procedures may become madequate because of changes m condItions or that the effectIveness 
of the desIgn and operatIon of pohcles and procedures may detenorate 

For purpose of tills report, we have classrfied the sIgmficant mternal control structure polIcies 
and procedures 10 the follow1Og categones 

Control EnVironment 

* 
* 
* 

Defined management and responSibIlIty levels 
Personnel procedures and staff selectIon polICIes 
Management reportmg framework 

Accountmg Systems 

* 
* 
* 

Project accountmg 
Salanes 
Receipts and dIsbursements 

Control Procedures 

* 
* 
* 
* 

Authonzatlon of transactIOns 
SegregatIon of dutIes 
ReconcIltatlon of bank accounts and credItors 
Use of pre numbered documents 

For all of the mternal control structure categones lIsted above, we obtamed an understand10g 
of the deSIgn of relevant polICIes and procedures and whether they have been placed m 
operatIon, and we assessed control nsk 

17 



Our consIderatIon ofthe mternal control structure would not necessanly disclose all matters m 
the mternal control structure that mIght be matenal weaknesses under standards estabhshed by 
the Amencan InstItute of Certified Pubbc Accountants A matenal weakness IS a reportable 
conditIOn m wroch the design or operatton of one or more of the specific mternal control 
structure elements does not reduce to a relatively low level the nsk that errors or Irregulanttes 
m amounts that would be matenal tn relation to the fund accountablhty statements bemg 
audIted may occur and not be detected withm a timely penod by employees tn the normal 
course of perfonmng their assigned functions We noted no matters mvolvmg the mternal 
control structure and Its operation that we consider to be matenal weaknesses as defined 
above 

The report IS mtended for the mformatlon of URC and the U S Agency for International 
Development However, upon acceptance by the A I D RegIOnal Inspector General, this 
report IS a matter of pubhc record and ItS dlstnbutlon IS not hmlted 

Maputo, 15 October 1999 

DelOitte &Touche 
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SECTIOND 

COMPLIANCE WITH AGREEMENT TERMS AND APPLICABLE LAWS AND 
REGULATIONS 

USAID Resources Managed by Uruverslty Research Corporatton (ORC) under the Pnmary 
Health Care Support Project 

Project No 656-0226 
Contract No 656-0226-C-00-3019-00 

Appropnatlon No 656-0226-3-10053/20047/20157/60022 
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Oeloitte & 
Touche 

Board of Directors 

Africa Region 
Chartered Accountants and 
Management Consultants 

URC - Umverslty Research Corporation 

Av ZedeqUias Manganhela 95 
4Q Andar Maputo 2581 
Mozambique 
Calxa Postal 4318 
Maputo 2581 
Mozambique 
Tel (1) 420955/430594 
Fax (1) 429163 
Int Dialing Code +(258) 

REPORT OF THE INDEPENDENT AUDITORS ON COMPLIANCE WITH 
AGREEMENT TERMS AND APPLICABLE LAWS AND REGULATIONS 

We have audIted the Fund AccountabIhty Statement of USAID Resources Managed by 
Umversity Research CorporatIon (ORC) under the Pnmary Health Care Support Project under 
the USAID Contract No 656-0226-C-00-30 19-00 for the penod January 10, 1994 to October 
23, 1998 and have Issued a report thereon dated 15 October 1999 

Except for not havmg a fully satIsfactory contmumg educatIon program and not conductmg an 
external qUalIty control reVIew by an unaffilIated audIt orgaruzatlon (as descnbed m our report 
on the Fund AccountabIhty Statement), we conducted our audIt m accordance WIth generally 
accepted audltmg standards and U S Government AudItmg Standards, Issued by the 
Controller General of the Umted States (1994 ReVISIon) Those standards reqUIre that we plan 
and perform the audit to obtam reasonable assurance about whether the Fund AccountabIlIty 
Statement IS free of matenal mtsstatement 

We do not have a continuing educatIon program that fully satIsfies the reqUIrements set forth 
m Chapter 3, Paragraph 6 of the US Government AudItmg Standards However, our current 
program prOVIdes for at least 24 hours of contmulng educatIon and training every two years 
We are takmg the appropnate steps to Implement a contmulng educatIon program that fully 
satIsfies the reqUIrement 

We dId not have an external qualIty control reView by an unaffilIated audIt orgamzation as 
requIred by Chapter 3, Paragraph 46 ofU S Government AudItmg Standards, smce no such 
program IS offered to profeSSIonal orgaruzations m MozambIque We beheve that the effects 
of thIS departure from U S Government AudItmg Standards IS not matenal because we 
partICIpate In the DelOltte Touche Tohmatsu world-wIde mternal control reVIew program 
wluch reqUIres our office to be subjected every three years, to an extenSIve qUalIty control 
reView by partners and manager from affilIate offices 

DelOltte Touche 
Tohmatsu 

Countries Angola Bolswana Cameroon COte d IVOIre Ghana Kenya Madagascar MalaWI 

Mauntlus Mozambique Namibia Nlgena Soulh Afnea SwaZiland Tanzanoa Uganda Zambia 

Zimbabwe 
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Compbance WIth agreement terms and laws and regulatIOns appbcable to USAID Resources 
managed by UnIVersIty Research CorporatIon (URC) under the Pnmary Health Care Support 
Project IS the responsIbIlIty of the management of URC As part of obtaInIng reasonable 
assurance about whether the Fund AccountabIhty Statement IS free of matenal mtsstatement, 
we performed tests to ensure URCs complIance WIth certam proVIsIons of agreement terms, 
laws and regulatIOns However our objective was not to provIde an OpInIOn on overall 
compbance wIth such provISIons Accordmgly we do not express such an OpInIOn 

Matenal mstances of non complIance are fatlure to follow reqUIrements or VIolations of 
agreement terms and applIcable laws and regulatIons that cause us to conclude that the 
aggregatIon of mIsstatement resultmg from those faIlures or VIolatIons IS matenaI to the fund 
accountabIlIty statement The results of our tests dId not dIsclose any mstances of non
complIance 

The results of our tests, WIth respect to the Items tested mdICate that URC complIed, m all 
matenal respects, wIth the provISIons referred to m the fifth paragraph of the report WIth 
respect to Items not tested nothmg came to our attentIon that caused us to beheve that URC 
had not comphed, m all matenal respects wIth those proVISIons 

ThIs report IS mtended for the mfonnatIOn of management and others WIthm the organIzatIon, 
and the U S Agency of InternatIOnal Development However, upon acceptance by the A I D 
Regtonal Inspector General thIs report IS a matter of publIc record and ItS dlstnbutlOn IS not 
hmtted 

Maputo, 15 October 1999 

DelOltte & Touche 
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General Purpose annual financIal statements 

USAID Resources Managed by Uruverslty Research CorporatIon (URe) 
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UNIVERSITY RESEARCH CO , LLC 

FINANCIAL STATEMENTS 

Year ended September 30,1998 

and 

INDEPENDENT AUDITORS' REPORT 
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Independent AudItors' Report 

Colorado Olllce 
1221 Pearl Street 

Boulder Colorado 80302 
3034130215 

FAX 303413 0360 

We have audited the accompanymg balance sheet of Uruverslty Research Co, LLC as of 
September 30, 1998, and the related statements of operations and member's eqUIty and cash flows 
for the year then ended These financial statements are the responslbIhty of the Company's 
management Our responsIbility IS to e'\press an opmlon on these finanCial statements based on our 
audit 

We conducted our audit m accordance With generally accepted audmng standards Those standards 
require that we plan and perform the audit to obtam reasonable assurance about whether the 
finanCial statements are free of matenal misstatement An audit mcludes e'\ammmg, on a test basiS, 
eVidence supportmg the amounts and disclosures m the finanCial statements An audit also mcludes 
assessmg the accountmg pnnclp\es used and slgmficant eStimates made by management, as well as 
evaluatmg the overall finanCial statement presentation We believe that our audit prOVides a 
reasonable basiS for our oplmon 

In our opmlon, the finanCial statements referred to abo\ e present frurly, mall matenal respects, the 
finanCial pOSition ofUruverslty Research Co, LLC as ot September 30, 1998, and the results of ItS 
operations and Its cash flows for the year then ended m conformity wah generally accepted 
accountmg pnnclples 

Januarv 5, 1999 f 

Member Maclntvre !:>trater Internalionalllllllted - A World\llde ASSOCiation of Independent ProfeSSional Firms 
Member American Instllute of Certltred Public Accounl1nts - SEC and Private Companies Practice Secllons 
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Current Assets 
Cash 

UNIVERSITY RESEARCH CO , LLC 
BALANCE SHEET 

SEPTEMBER 30, 1998 

ASSETS 

Accounts recelvable 
Due from affilIated company 
Income tax receivable 
Other 

FIXed As~ets 
Furruture and eqUipment 
Less accumulated depreCiation 

Otlter As~et~ 
Investments 

See notes to tinanclal statements 

$ 2,323,847 
2,961,539 

188,275 
108,590 
83,391 

5,665,642 

275,410 
(200,822) 

74,588 

141,009 

$ 5,881,239 



UNIVERSITY RESEARCH CO , LLC 
BALANCE SHEET 

SEPTEMBER 30, 1998 

LIABJLITJES AND MEMBER'S EQUITY 

Current L,ah,lztles 
Accounts payable 
BIllmgs on contracts m progress m 

excess of costs mcurred and mcome 
recogruzed 

Accrued salarIes and payroll Wlthholdmgs 
Other accrued lIabIlItIes 
Income taxes payable 

Memher'l Equlty 
Member's equity 

See note!. to financml statement!. 

$ 1,064,231 

1,550,000 
847,781 
236,091 

1,222,250 

4,920,353 

960,886 

$ 5,881,239 
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UNIVERSITY RESEARCH CO , LLC 
STATEMENT OF OPERATIONS AND MEMBER'S EQUITY 

YEAR ENDED SEPTEMBER 30, 1998 

Income 
Contracts $ 15,394,884 
Interest and other mcome 18,870 

15,413,754 

Costs and Expense.; 
Direct contract costs 

Salanes and other dIrect costs 8,064,967 
Subcontract costs 4,067,117 

12,132,084 

Indirect expenses 2,249,302 

14,381,386 

Income before prOVISIon for Income taxes 1,032,368 

ProvIsion for mcome ta'\.es 1,309,056 

Net Loss (276,688) 

Equity - begmmng 3,443,347 
Adjustments related to reorganization as 

lImIted lIabilIty company 
RedemptIOn of stock (500,000) 
Ellmmatlon of note receivable from member (1,705,773) 

lv/ember's eqlllty - emilllg $ 960,886 

See notes to finanCial statements 



UNIVERSITY RESEARCH CO , LLC 
STATEMENT OF CASH FLOWS 

YEAR ENDED SEPTEMBER 30, 1998 

Casit Flows From Operatlng Aetlvltles 
Net 1Ocome 
Adjustments to reconclle net 1Ocome to 

cash provided by operat1Og actlVltles 
DepreclatlOn and amortlzatlOn 
Deferred tax provIsion 

Change 10 assets and hablhtles 
Accounts receivable, net 
Due from affilIates 
Income taxes receivable 
Other current assets 
Accounts payable and accrued expenses 
Accrued salanes and Wlthhold1Ogs 
Bllhngs on contracts 10 progress 10 excess 

of costs 10curred and 1Ocome recogruzed 
Income taxes payable 

Net cash proVided by operat1Og actiVIties 

Ca'lit Flow~ From Investmg Aetn'ltle'l 
Purchase of property and eqUIpment 
DISposltlOn of 10vestments 
Increase 10 note receivable 
DlstnbutIons from 10vestments 

Net cash used m 1Ovest1Og activities 

Ca'lh Flows From Fmancmg Actll'ltles 
RedemptlOn of stoch. 

Net merea'le m eash 

Cash - begmrung of year 

Ca~1t - emlo/year 

Supplemental dIsclosure of cash flow mfOi matlon 
Cash paid dunng the year 

Income taxes 
Interest 

See notes to finanCial statements 

$ 

$ 

$ 
$ 

(276,688) 

38,977 
84,896 

440,538 
117,353 

(108,590) 
271,895 

16,807 
(12,428) 

(272,064) 
1,212,750 
1,790,134 

1,513,446 

(61,912) 
50,000 

(220,000) 
12,560 

(219,352) 

(500,000) 

794,094 

1,529,753 

2,323 847 

120,000 
2,627 

• 
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UNIVERSITY RESEARCH CO ,LLC 

NOTES TO FINANCIAL STATE:MENTS 

1 Summary of Slgmficant Accountzng Po/lcles 

Accountmg polICIes whIch affect slgruficant aspects of the Company's finanCIal positlOn and results 
of operatlons are summarlzed below 

Use of Estzmates 

The preparatIon offinanctal statements m conformIty WIth generally accepted accountmg pnncipies 
reqUlres management to make estImates and assumptIOns that affect certam reported amounts and 
dIsclosures Accordmgly, actual results could dIffer from those estunates 

Revenue RecogmtlOn 

The Company denves substantially all of Its revenue from consultmg contracts WIth the US 
Government and Its AgenCIes, speCIfically the Agency for InternatlOnal Development and the 
Department of Health and Human ServIces Revenue from cost-plus-fixed-fee contracts IS recorded 
on the basIS of dIrect costs mcurred plus mdirect expenses and the allocable portIon of the fixed fee 
Revenue under tune and matenals contracts IS recorded at the contracted rates as the labor hours 
and other dIrect costs are mcurred Revenue under fixed pnce contracts IS recorded on the basIS of 
the estimated percentage of completlon of servIces rendered AntICIpated losses on contracts are 
recogmzed as soon as they become known Changes m Job performance, Job condltlons, and 
estimated profitabIlIty, mcludmg final contract settlements, may result m reVISIons to costs and 
mcome and are recogruzed m the penod m WhICh the reVISIons are determmed 

Bllhngs under cost-plus-fixed-fee contracts are based on proVISIonal rates, whIch allow tentatIve 
recovery of dIrect and mdIrect expenses When final determmation and approval of the allowable 
rates have been made, bIllmgs are adjusted accordmgly Allowable rates have been determmed and 
approved through September 30, 1996 

Allowance for Doubtful Accounts 

The Company prOVIdes an allowance for doubtful accounts for receIvables WhICh may be 
uncollectIble 

Property and Equzpment 

Property and eqUlpment are stated at cost Such assets purchased under federal contracts whIch are 
subject to reversIon to the federal government are charged to e'\pense as contract costs 
DepreCIation IS computed on me stratgnt-Ime and acceleratea method5 over me estlIIIalea u~efui 
lIves ofthe related assets 



UNIVERSITY RESEARCH CO , LLC 

NOTES TO FINANCIAL STATEMENTS 

1 Summary of Slgmficant Accountmg Policies (cont'd) 

Statement of Cash Flows 

For the purposes of the presentatlon of the Statement of Cash Flows, the Company consIders all 
lughly hqUld mvestments purchased WIth a matunty of three months or less to be cash eqUlvalents 

The Company mamtams deposIts WIth federally msured financial 1OstltutlOns At tImes balances 
exceed federally msured 11r01ts Management, however, does not consIder this to be a sigruficant 
concentratlOn of credIt nsk 

2 Accounts Receivable 

Accounts receIvable consIst of the follow1Og at September 30, 1998 

Federal government 
Federal government contractors 
Commercial 
Allowance for doubtful accounts 

3 Due From Affiliated Compames 

51,334,314 
898,803 
774,422 
(46,000) 

$2961 539 

The Company has made non-1Oterest beanng advances to related companIes WhIch are under 
common management control 

4 Lme of Credit 

The Company has a Ime of credIt agreement for a maXImum ofSI 5 mIllIon Borrow1Ogs under the 
lIne of credIt agreement bear 10terest at the Wall Street Journal pnme rate plus 1% WIth 10terest 
payable quarterly The hne of credIt allows the Company to borrow agamst accounts receIvable for 
work1Og capItal needs The hne of credit 15 secured by substantIally all corporate assets and expIres 
Apnl 1, 1999 There was no outstandmg balance as of September 30, 1998 In addItion, the hne of 
credit agreement contams mlrumum tangIble net worth and other finanCIal covenants for the 
Company 

5 Retirement Plan 

The Company has a 401(1-..) retIrement plan WhICh covers substantIally all employees The 
Company makes contnbutlons based upon employee compensatIon Total employer contnbutlons 
to the plan were $189,000 for the year ended September 30, 1998 

• 
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UNIVERSITY RESEARCH CO ,LLC 

NOTES TO FINANCIAL STATEMENTS 

6 Income Taxes 

Effectlve August 1, 1998, the Company became a SIngle member hmlted habIlIty company 
(LLC) As the Company IS not a taxpaYIng entIty for federal Income tax purposes, but rather, Its 
revenue and expenses are Included In the return of Its member, no Income tax expense IS 
recorded In the finanCIal statements for the penod from August 1, 1998, through September 30, 
1998 In addItIon, the deferred tax asset as ofthe begmrung of the year has been elImInated 
However, Income tax expense has been recorded for the penod October 1, 1997 through August 
1, 1998 The tax prOVISIon conSIsts of the followmg 

Current portIOn 
Deferred portIon 

51.224,160 
84,896 

51 309056 

The tax prOVISIon reflects the effect of state mcome taxes and the disallowance of certaIn 
deductions totalIng approXImately 52,988,858 upon examInatIon of pnor years' tax returns by 
the Internal Revenue ServIce 

7 CommItments 

The Company leases office space and eqUIpment under operatIng leases whIch e"<plre at vanous 
dates through August, 2004 The future mlrumum annual rental payments for these leases as of 
September 30, 1998 are as follows for the years endmg 

September 30, 1999 
September 30, 2000 
September 30, 2001 
September 30, 2002 
September 30, 2003 
September 30, 2004 

$ 461,027 
511,903 
509,873 
509,873 
509,873 
467,383 

Future mInImUm rental payments $2 969 932 

Rent e"<pense amounted to 5634,000 for the year ended September 30, 1998 



Ul't1VERSITY RESEARCH CORPORATION 

FINANCIAL STATEMENTS 
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Board of Directors 
UmversIty Research Corporation 
7200 WisconsIn Avenue 
Bethesda, Maryland 

Rublno & McGeehln 
CHARTERED 

Cerlt}led Publtc Accountants 

6905 Rockledge DriLl. 

Suire 700 
Belllesda \lanJland 208171818 

3D I 56-1 3636 
FA.\ 301 564299-1 

Independent AudItors' Report 

We have audited the accompanying balance sheets of UmversIty Research CorporatIOn as of 
September 30, 1997 and 1996 and the related statements of operatIOns and retained earmngs and 
cash flows for the years then ended These finanCIal statements are the responslblhty of the 
Company's management Our responslbtlIty IS to express an opInIOn on these financIal 
statement based on our audtts 

We conducted our audIts In accordance WIth generally accepted auditing standards Those 
standards requIre that we plan and perform the audIt to obtaIn reasonable assurance about 
whether the financtal statements are free of matenal mIsstatement An audit Includes examining, 
on a test basIs, evtdence supporting the amounts and disclosures In the financial statements An 
audit also mcludes assessmg the accountmg pnnciples used and slgmficant estImates made by 
management, as well as evaluatmg the overall finanCial statement presentatIon We beheve that 
our audits prOVide reasonable baSIS for our opInIon 

In our OpinIOn, the finanCial statements referred to above present faIrly, In all matenal respects, 
the financIal posItion of Umverslty Research Corporation as of September 30, 1997 and 1996, 
and the results of Its operations and cash flows for the years then ended In conforrmty WIth 
generally accepted accountIng pnncIples 

November 21, 1997 



UNIVERSITY RESEARCH CORPORATION 

Current Assets 
Cash 
Note receivable, current portion 
Accounts receivable 
Due from affihated companv 
Income taxes receivable 
Deferred tax asset 
Other 

FL.\ecl A~\et .. 
Furmture and eqUipment 
Less accumulated depreClatiOn 

Otlter A\\et\ 
Note receivable 
Investments 
Deferred ta.x asset 

BALANCE SHEETS 

ASSETS 

September 30, 
1997 1996 

$ 1,529,753 
666,756 

3,402,078 
305,628 

355,286 

6,259,501 

269,169 
(217,517) 

51652 

819,017 
203,569 

84,896 

1 107482 

$ 7418,635 

$ 861,616 
592,735 

2,622,489 

896,798 
31,315 

210,546 

5,215,499 

258,923 
(184,803) 

74,120 

1,385,773 
400,000 
132,000 

1,917,773 

$ 7207392 

See notc!> to financl.l\ statements 
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UNIVERSITY RESEARCH CORPORATION 

BALANCE SHEETS 

LIABILITIES AND STOCKHOLDERS' EQUITY 

September 30, 

Current Lzabziztzes 
Accounts payable 
BIllmgs on contracts In progress In 

excess of costs Incurred and Income 
recogmzed 

Accrued salaries and payroll wlthholdmgs 
Other accrued habthttes 
Due to affihated compames 
Income taxes payable 

StoLh/w/tler\ I Equzty 
Common stach., no par value, 1,500 shares 

authonzed, 1,337 shares Issued and 
outstandmg 

Retamed earnmgs 

$ 

1997 

966,730 

1,822,064 
860,209 
316,785 

9,500 

3,975,288 

51,072 
3392,275 

3443,347 

S 7418,635 

See note!:> to Imancral statemenb 

$ 

1996 

1,142,097 

1,-l63,450 
713,629 
340,319 
259,609 

3 919,104 

51,072 
3237216 

3288288 

$ 7207.392 



UNIVERSITY RESEARCH CORPORATION • 
STATEMENTS OF OPERATIONS AND RETAINED EARNINGS 

Year ended SeEtember 30, • 
1997 1996 

Income 
Contracts $ 14,511,384 $ 14,452,042 
Interest and other mcome 212,514 252,948 

14,723,898 14,704,990 • 
Costs and Expenses 

Direct contract costs 
Salanes and other dlrect costs 7,610,169 6,920,532 
Subcontract costs 4,074,549 4,314,380 

11,684,718 11,234,912 

IndIrect expenses 2,786,536 3,233,678 
Bad debt 2,338,858 

14471,254 16,807448 

Income (toss) before provision for mcome ta.\.es 252,644 (2,102,458) 

PrO\ISIOn (benefit) for mcome ta.\.es 97,585 (803.488) 

Net Income (L0\'i) 155,059 (1,298,970) 

Retamed earnmgs - Begmmng of year 3237,216 4,536,186 

Retamed earnmg'i - Emf of.' ear $ 3,392,275 S 3,237,216 

See note!'. to tinanctal statements 
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UNIVERSITY RESEARCH CORPORATION 

STATEMENTS OF CASH FLO\VS 

• 
Year ended SeI!tember 30, 

1997 1996 
Cash Flows From Operatlng Actll'ltles 

Net Income (loss) $ 155,059 $ (1,298,970) • Adjustments to reconcile net Income to 
cash provided by operating actIVIties 
DepreCtatlOn and amortIzatIon 33,040 43,727 
Deferred ta.~ proVISion 78,419 (31,315) 
Bad debt e'Cpense 2,338,858 

• Change m assets and hablhtles 
Accounts receivable, net (779,589) 582,122 
Due to/from affihates (565,237) 365,905 
Income ta'Ces receIvable 896,798 (896,798) 
Other current assets (1-l4,740) (177,314) 
Accounts payable and accrued e".penses (198,901) 164,806 

• Accrued salanes and \vlthholdmgs 146,580 (42,122) 
Billings on contracts m progress m e".cess 

of costs Incurred and Income recogmzed 358,614 (106,261) 
Income ta.".es pa~ able 9,500 (265,375) 

(165 516) 1 976233 

• Net cash (used m) prO\\ded by operattng act\\ltles (to 457) 677263 

Ca'i!z Flow., From lm'e'itmg Actl11tle\ 
Purchase of property and eqUIpment (10,572) (12,677) 
Purchase of Investments (3,569) (416,667) 
Decrease In note recel\able 492,735 1,541,499 

• DlstnbutlOns from Imestments 200,000 16,667 
Increase m note receivable (2,338858) 

Net cash prOVided by (used m) Imestmg acttVltles 678,594 (I,210 036) 

Net (t/ecrea\e) mcrea\e m t.a,!z 668,137 (532,773) 

• Cash - Begmnmg of year 861,616 1 394,389 

Ca .. 1z - End of J ear $ I 529,753 $ 861,616 

Supplement.ll dIsclosure of c.lsh flow mform.ltlOll 

• Cash patd dunng the 'rear 
Income ta".e!) $ $ 390,000 

See note!> to tinancml !>tatement!> 

• 



UNIVERSITY RESEARCH CORPORATION 

NOTES TO FINANCIAL STATEMENTS 

1 Summary of Significant Accountmg PoliCies 

Accountmg polICIes whlch affect sigruficant aspects of the Company's financIal posItiOn and results 
of operatlons are sumrnanzed below 

The preparation of finanCIal statements m confonmty WIth generally accepted accountmg pnnclpies 
reqUIres management to make estlmates and assumptIons that affect certam reported amounts and 
dIsclosures Accordmgly, actual results could dIffer from those estImates 

Revenue RecogmtlOn 

The Company denves substantIally all of ItS revenue from consultmg contracts WIth the US 
Government and Its AgenCIes, speCifically the Agency for international Development and Health 
and Human Services Revenue from cost-plus-fixed-fee contracts IS recorded on the basiS of direct 
costs mcurred plus mdirect expenses and the allocable portIon of the th.ed fee Re\ enue under time 
and matenals contracts IS recorded at the contracted rates as the labor hours and other direct costs 
are mcurred Revenue under fi>..ed pnce contracts IS recorded on the basiS of the eStimated 
percentage of completion of services rendered AntICipated losses on contracts are recogmzed as 
soon as they become known Changes m Job performance, Job conditions, and estlmated 
profitablhty, including final contract settlements, may result m revIsions to costs and Income and 
are recognized m the penod m \"hICh the revIsIons are determmed 

BIllmgs under cost-plus-fi>..ed-fee contracts are based on provIsional rates whIch allow tentatlYe 
recovery of direct and indirect e'\.penses When final determmatiOn and approval of the allowable 
rates have been made, bllhngs are adjusted accordingly Allowable rates have been determmed and 
approved through September 30, 1995 

Allowance for Doubtful Accounts 

The Company prOVides an allowance for doubtful accounts for receivables which may be 
uncollectible 

Property and Eqwpmellt 

Property and eqUIpment are stated at cost DepreCIatIOn IS computed on the straight-hue and 
accelerated methods over the estimated useful hves of the related assets 

Statements of Cash Flows 

For the purposes of the presentation of the Statements of Cash Flows, the Company conSIders all 
highly hqUId mvestments purchased with a matunty of three months or less to be cash equl' .. alents 

• 

• 
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UNIVERSITY RESEARCH CORPORATION 

NOTES TO FINANCIAL STATEMENTS 

2. Note ReceIvable 

The Company has a note recelVable from an affiliated company under common management 
control m the ongmal amount of $3,975,000, dated December 17, 1993 wluch bears mterest at 6% 
per annum The note balance and accrued mterest at September 3D, 1997 IS Sl,485,773 and 
$83,244 and at September 3D, 1996 IS 51,978,508 and 5157,265 PnncIpal and mterest are due 
December 17, 2003, however, the Company recel\ed pnnclpal and mterest payments totalmg 
$650,000 dunng the year endmg September 30, 1997 

3 Accoultts Recezvable 

Accounts receivable consIst of the follo\\1ng at September 3D, 1997 and 1996 

Federal government 
Federal government contractors 
Commercial 
Allowance for doubtful accounts 

4 Due To/From AJfilzated Compallles 

1997 
$2,273,702 

686,008 
488,368 
(46000) 

$3402078 

1996 
51,940,048 

658,464 
114,977 
(91,000) 

52622489 

The Company has made and received non-mterest be:mng advances to and from related compames 
which are under common management control 

5 LlIle of CredIt 

The Company has a lme of credIt agreement for a maXImum ofSI 5 mIllion Borrowmgs under the 
lme of credIt agreement bear mterest at the Walt Street Journal pnme rate plus 1 % With mterest 
payable quarterly The hne of credIt a11o\\s the Company to borro\" agamst accounts receivable for 
workmg capItal needs The Ime of credit IS secured by substanttally all corporate assets and e'\pues 
March I, 1998 There was no outstandmg balance as of September 30, 1997 In additIon, the hne 
of credIt agreement contams minImum tangible net worth and other finanCIal covenants for the 
Company 

6 Retzrement Plan 

The Company has a 401("-) rettrement plan \"htch co\ers substantmlly all employees The 
Company makes contnbuttons based upon employee compensattOn Total !!mployt!f l.onlnbulluns 
to the plan were $150,000 and $177,000 for the years ended September 30, 1997 and 1996, 
respecttvely 



UNIVERSITY RESEARCH CORPORATION 

NOTES TO FINAl.'lCIAL STATEMENTS 

7 Income Taxes 

The Company utIlIzes the accrual accountmg method for Income tax purposes The provIsIon 
(benefit) for Income taxes consIsts of the folloWing 

Current porhon 
Deferred portIOn 

1997 
$ 19,166 

78.419 
$ 97,585 

1996 
$ (772,173) 

(31,315) 
$ (803.488) 

The actual provIsIon for Income ta'(es differs from that expected USing the federal statutory rate, due 
pnmanly to the effect of state Income ta'(es 

The Income tax receivable and benefit for the year ended September 30, 1996 resulted from a 
carryback of the net operating loss (NOL) Incurred A current deferred tax asset was recogruzed at 
September 30, 1996 for the NOL avaIlable and used for the year ended September 30, 1997 The 
noncurrent deferred tax asset resulted from a chantable contnbutlCn expense carryforward whIch 
expires In 1999 

The deductions resultIng In the NOL benefit and deferred tax asset are subject to examInation by 
the Internal Revenue Service Any disallowance would adversely affect the ultimate reahzation of 
those assets 

8 Bad Debt E.\.pense 

The Company reflected a bad debt e\.pense as of September 30, 1996, a loan ofS2,338,858 made to 
a LImIted PartnershIp The Company and the LImIted Partnerslup have management relatlCnslups 

9 CommItments 

The Company leases office space and equipment under operatIng leases whlch e'(plre at vanous 
dates through November, 1999 The future minimum annual rental payments for these leases as of 
September 30, 1997 are as follows for the years endIng 

September 30, 1998 
September 3D, 1999 
September 3D, 2000 

Future mInImum rental payments 

457,052 
418,538 

2,030 
S 877,620 

Rent e'(pense amounted to $833,000 and S757,000 for the years ended September 30, 1997 and 
1996, respectIvely 

10 Subsequent E.'ent 

Subsequent to the balance sheet date, the Company acqUIred a mInonty stockholder's shares of 
stock for S500,OOO 

• 

• 

• 
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UNIVERSITY RESEARCH CORPORATION 

FINANCIAL ST A TEMEl\ TS 

Yeus ended Septembel 30, 1996 and 1995 

.md 

INDEPENDENT AUDITORS' REPORT 



'>,IUro " mit r' 
, I 

(I 1): 

Board of Directors 
Uruverslty Research Corporation 
7200 Wisconsin <\venue 
Bethesda Maryland 

RubIno & McGeehIn 
c H A ATE A E 0 

Certified PublIc Accounlanls 

6905 RockkdqL DriLe 
Sulle 700 

Belhesda ManJland 2081 7 1818 
301564 J636 

FAX 30 I 564 2994 

Independent Auditors' Report 

We ha"e audited the accompanying balance sheets of UmversIty Research Corporation as of 
September 30 1996 and 1995 and the related statements of operatIOns and retaIned earnmgs and cash 
flows for the years then ended These financial statements are the responSibIlity of the Company's 
management QUI I esponslblltty IS to express an oplmon on these financial statements 

We conducted our audits In accordance WIth generally accepted audltmg standards Those standards 
reqUire that we plan and perform the audlts to obtam reasonable assurance about whether the financial 
statements c\re free ot matenal misstatement An audit mcludes exaffilmng, on a test basIs, eVidence 
SUpp0l1111g the amounts and disclosures m the financial statements An audIt also mcludes assessmg the 
accountmg prmclples used and slgmficant eStimates made by management, as well as evaluatmg the 
over,lIl flnancml statement presentation We belIeve that our audits proVIde a reasonable basIs for our 
opinion 

In OUI oplmon, the financial statements referred to above present faIrly, m all matenaJ respects, the 
finanCial pOSItIOn ot Umverslty Research Corporation as of September 30, 1996 and 1995, and the 
results ot ItS operations and ItS cash flows for the years then ended m conformity With generally 
accepted accountmg pnnclples 

November 27 1996 
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UNIVERSITY RESEARCH CORPORATION 

BALANCE SHEETS 

ASSETS 

Current A\\et\ 
Cash $ 
Note receivable current pOl11on 
Accounts I ecelvable 
Due from affihated company 
Income tahes receivable 
Deferred tah asset 
Other 

F1..\ct/ 4 net\ 

Furmtlll e and eqUIpment 
Le!:>s ,\cculllulated depreCiatIon 

Otlter 1\\(.'1\ 

Note I ecelvable 
Imestments 
Deterred ta" asset 

$ 

See notes to finanCIal statements 

September 30, 
1996 1995 

86],616 
592,735 

2,622,489 

896798 
31,315 

210546 

5,215499 

258,923 
(184803) 

74 120 

1,385 773 
400,000 
132,000 

I 917773 

7,207,392 

$ 

$ 

1,394,389 
732,641 

3,204,6] 1 
106,296 

33232 

5,471,169 

246,246 
(141 076) 

105 170 

2,787,366 

132,000 

2919366 

8,495,705 



UNIVERSITY ReSEARCH CORPORATION 

BALANCE SHEETS 

LIABILITIES AND STOCKHOLDERS' EQUITY 

Septem ber 30, 

Current LlllbIlllle\ 
Accoullts payable 
Billings on contracts In progress III 

e\cess of costs Incurred and Income 
lecogmzed 

Accrued salanes and payroll wlthholdmgs 
Othel accrued hablhues 
Due to affiliated compames 
Income ta\es payable 

.\t{)(.MlOltler\' £tluIO' 
Common stock no par value, I ')00 shares 

authollzed I 337 shares Issued and 
oUbtandl11g 

Retamed earmngs 

1996 1995 

$ 1,142,097 

1,463,450 
713,629 
340,319 
259,609 

3 919,104 

51 072 
3237,216 

3288288 

$ 7207392 

$ 1,168,420 

1,569,711 
755,751 
149,190 

265,375 

3,908,447 

51,072 
4,536,186 

4587258 

$ 8,495,705 

See notes to financial statements 

• 

• 



• UNIVCRSITY RCSE-\RCH CORPORATION 

STATEMENTS OF OPERATIONS AND RETAINED EARNINGS 

• Ye'lr ended September 30, 
1996 1995 

Im.ome 
Conti acts $ 14,452,042 $ 17,371,847 
Interest dnd othel IIlcome 252,948 280327 

• 14,704,990 17,652,174 

Co<;t\ (1m! E. .. peme\ 
DIrect contract costs 

Salanes and other dIrect costs 6920,532 8,674,511 
Subcontract costs 4314,380 4,404936 

• II 234912 13 079447 

Indll et.t e\pense:- 3233 678 3,646790 
Bdd debt 2,338,858 

• 16807,448 16726237 

Income (Joss) berol e provIsIon tor IIlcame taxes (2,102,458) 925,937 

PI aVlslon (benefit) tOl mcame ta\es (803 488) 364,800 

• NellnwlI1e (Lo\\) (I 298,970) )61 137 

Rel,lIllt!d t:.t1111Ilg~ - Begllllllng at year 4 )36,186 3,975049 

RetlllJlec/ L.lIrl1lllg\ - Eml ofl ear $ 3237,216 $ 4536,186 

• 

• 

• See notes to financial statements 

• 



• UNIVeRSITY RESEARCH CORPORATION 

STATEMENTS OF CASH FLOWS 

• Year ended Se~tember 30, 
1996 1995 

GI\/I Flow\ From Operatmg Actlvlfles 
Net lIlcome (loss) $ (1,298,970) $ 561,137 
Adjustments to reconcile net mcome to 

cash provided by operatmg activities • DeprecIation and amortization 43,727 33,730 
Deferred ta\ provIsion (31,315) 33,000 
Bad debt e'pense 2,338,858 

Change III assets and liabilities 
Accollnt~ receivable net 582,122 1,068,697 • Due to/from amllates 365905 (57,522) 
Income ta,\es receivable (896,798) 
Other current assets (177314) 131,388 
Accollnts payable and accnled e>..penses 164,806 (885,916) 
Accrued salanes and wlthholdmgs (42,122) (55,271) 
Billing:, on <..Ontl acts m progress In e'\cess 

01 ("o:'(s II1CUI red and mcome recogmzed (106261) (262,853) 
Income ta,\es payable (265,375) 265,375 

1,976,233 270628 

Net cash provided by operating actiVities 677 263 831 765 

01\11 FloII''' Frolll IIlI'e\flllg AUll'lfle\ 
PlII chase of pi opel1y and equipment (12677) (28,336) 
PlII chase ot Investments (4] 6,667) 
Decrease In note I ecelvable 1,541,499 452,353 
DI~tllbutions trom IIlvestments 16,667 
Increa:,e III note lecel\-able (2,338,858) 

Net cash (used In) pi 0\ Ided by mvestlng activities (1 210036) 424,017 

Net (dec.re((\e) lIu.re(l\e 111 un" (532,773) 1,2c)5782 

Cash - Begmnmg of yeat 1,394389 138607 

Cc,,/z - Cild of lear $ 861,616 $ I 394389 

SupplelJltUl.ll U1~1I0!ll1l ~ oi C..1M) nuw IIlfOIIJl.lt!un 

Ca~h paid dunng the year 
Income ta\es $ 390,000 $ 

See notes to financial statements 
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UNIVERSITY RESEARCH CORPORA nON 

NOTES TO FINANCIAL STATEMENTS 

1 S'UI1lI1WlJ' of Slgl1ljiUlI1t Accountmg PO/We!> 

Accountmg polIcIes whIch aftect slgmficant aspects of the Company's financIal POSitIon and results of 
operatIOns aI e summanzed below 

The preparation ot financial statements In conformIty With generally accepted accountmg pnnclples 
reqUIres management to make eStimates and assumptions that affect certrun reported amounts and 
dIsclosures Accordmgly actual results could differ from those estnnates 

RI.!\ el1llt! Rt!(.oglll//()/J 

The Company clem es substantIally all of ItS revenue from consu)tmg contracts With the US 
Govel nment and Its AgencIes specIfically the Agency for International Development and Health and 
Humdn Sen-Ices Revenue ITom cost-plus-u\.ed-fee contracts IS recorded on the basIs of dIrect costs 
IIlcurred plus mdlrect e\.penses and the allocable portIon of the fihed fee Revenue under time and 
marellals contracts IS recOlded at the contracted rates as the labor hours and other dIrect costs are 
Incurred Revenue under h\.ed pnce contracts IS recorded on the basIs of the estImated percentage of 
completion ot sen Ices I endered AnticIpated losses on contracts are recogmzed as soon as they 
become "-nown Changes 111 Job pelfonllanCe, Job condItIOns and estImated profitabIlIty mcJudmg final 
contract settlements may I esult III re\ 1Slons to costs and Income and are recogmzed In the penod 111 

which the re\-Isions are detennIned 

Bllhngs undel cost-plus-h\.ed-fee contracts are based on provIsIonal rates whIch allow tentatIve 
recovelY ot du ect and IIldu ect e\.penses When final deternllllatlon and approval of the allowable rates 
ha\ e been made bIllIngs are adjusted accordmgly Allowable rates have been detennmed and 
appro\ed through September 30 .993 

AI/Oil am_I.! fOJ DOllhlfll1 A (.(..01111/\ 

The Company prOVIdes an allowance for doubtful accounts for receivables whIch may be uncollectIble 

PI opel I)' aJld Lqlllpmt!JlI 

Property and eqll1pment are stated at cost DepreCiatIOn IS computed on the stralght-Ime and 
accelel ated methods ovel the estImated usefi.11 lives of the related assets 

.~/aleJ17t!J1I\ ore mh nOli \ 

For the pUlposes of the plesentatlon of the Statements of Cash Flows the Company conSiders all 
hlghlv hqUld IIlvestments purchased WIth a matunty of three months or less to be cash eqUIvalents 



UNIVERSITI' RESEARCH CORPORA nON 

NOTES TO FINANCIAL STATEMENTS 

2 Nole Rec..ell'ab/e 

The Company has a note receivable from an affiliated c..ompany under common management controlm 
the onglnal amount ot $3.975 000. dated December 17 1993 which bears mterest at 6% per annum 
The note balance and accrued Interest at September 30. 1996 IS $1,978,508 and $157,265 and at 
Septembel 30, 1995 IS $3,520.007 and $17,359 Pnnclpai and mterest are due December 17, 2003, 

• 

• 

however the Company recel\-ed pnnclpai and Interest payments totalmg $1,558,858 dunng the year • 
endmg September 30, 1996 

3 AUOIlIlt\ Rec.ell'abfe 

Acco1l11l~ I ecelvable con<;lst of the tollowmg at September 30. 1996 and 1995 
1996 

Fedel a1 gO\ el nment 
Federal go\-el11ment contractors 
C ollll11ercJaI 
Allowance for dOllbtfil1 accounts 

4 Due f(J/From Affilllltetl COlllPWUe.\ 

$1.940,048 
658,464 
114,977 

(91.000) 
$2622489 

1995 
$2.433,264 

542,781 
306,566 
(78.000) 

$320461 J 

The Compan) has made and received non-Interest beanng ad\ ances to and from related compames 
wluch are under common management control 

In July 1996 the Company loaned $2 338,858 III the foml of a convertible demand promissory note, 
beanng mterest at the Wall Street Journal pnme rate plus 1% to a LlImted Partnerslup The tenns 
IIlciuded the light tor the Company to convert the outstand1l1g pnnclpai balance of the note mto a 
Limited Partnership Interest The Company and the LlIllIted Partners!up have management 
relationships The pnnclpaJ asset of the Limited Partnership was an Illvestment III a New York Stock 
E>..challge company As of September 30, 1996, the Investment had mSlgmficant value and the 
partnership has Insufuclent assets to repay the loan Accordmglv, the loan IS reflected as a bad debt 
e'pense as of Septembel 30 1996 

6 Lme of erelitt 

The Company has a hne of credit agreement for a ITIahlmum ofSl 5 mllhon Borrowlllgs under the hne 
ot credit agreement bear Interest at the wail Street joumai pnrllt! rdlt! plus 1% With Imere~t paydble 
quallerly The lme of credit allows the Company to borrow agamst accounts receivable for worJ...mg 
capital needs The line of credit IS secured by substantially all corporate assets and expires March 1. 
1997 Thel e was no outstandmg balance as of September 3 O. 1996 In addition, the Ime of credit 
agreement contams 1l111l1mlll11 tangible net wOl1h and other finanCial covenants for the Company 

• 
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UNIVERSITY RESEARCH CORPORATION 

NOTES TO FINANCIAL STATEMENTS 

7 !11f .. ome TfL\.e\ 

The Company utilIzes the accrual accounting method for Income tax purposes The proVIsIon (benefit) 
for mcome ta.xes consIsts of the followmg 

Current portIon 
Detel red portIon 

1996 
$(772,173) 

(31.315) 
$(803488) 

1995 
$ 331,800 

33,000 
$ 364800 

The actual prOVIsIon for mcome taxes dIffers from that expected usmg the federal statutory rate, due 
pnm,II1Iy to the efiect ot state Income ta>..es 

The mcome Hi' receIvable and beneht resulted from a carrybad. of the net operatmg loss (NOL) 
mcUJ I ell dlllll1g the ye,lr ended Septembel 30 1996 The unused NOL canyforward of $76,150 IS 
anticIpated to be utilized durmg the year endmg September 30 1997 and accordmgly, a current 
defen ed ta., asset 1M!> been I ecogmzed 

The noncUJ I ent deterred ta, asset resulted from a chant able contnbutlon expense carryforward wlllch 
expires til 1999 The unused contnbutton carryforward as of September 30, 1996 and 1995 was 
$343000 

The deductions resultmg III the lIlcome tax receIvable and deferred ta., asset are subject to exammatIon 
by the Intel11al Revenue Semce Any dIsallowance would adversely affect the ultImate realization of 
those assets 

8 Reflrement Plall 

The Company has a 40 I (k) I etJrement plan whIch covers substantially all employees The Company 
makes contnbutJons based upon employee compensation Total employer contnbutIons to the plan 
were $177 000 and $ J 9'5 000 for the years ended September 30 J 996 and 1995 respectIvely 

9 (om/Ill tment\ 

The Company leases office space and eqUIpment under operatmg leases whIch expIre at vanous dates 
through November 1999 The future I11mUllum annual rental pa"ments for these leases as of 
September 30 1996 are as follows for the years endrng 

September 30 1997 
September 30, 1998 
~eptember 30 1999 
September 30 2000 

Future mmllllum rental payments 

$ 457052 
457,052 
418538 

2,030 
$1 334672 

Rent e'pense amounted to $757 000 and $863 000 for the years ended September 30, 1996 and 1995, 
respectively 
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CertIfIed PublIC Accountants 
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Independent Auditors' Report (Hrr " I, 

A. ", 

III, 
II I 

-, 

Board of Dlfectors 
Umvemty Research CorporatIon 
7200 Wisconsm Avenue 
Bethesda, Maryland 

We have audIted the accompanymg balance sheets of Umverslty Research CorporatIon as of 
September 30, 1995 and 1994 and the related statements of operanons and retaIned eammgs and cash 
flows for the years then ended These finaneta.l statements are the responsibility of the Company's 
management Our responsibility IS to express an opmlOn on these finanCIal statements 

We conducted our audIts m accordance With generally accepted audItmg standards Those standards 
requrre that we plan and perform the audIts to obtaIn reasonable assurance about whether the finanCIal 
statements are free of matenal mIsstatement An audtt mcludes exammmg, on a test basts, evIdence 
supportIng the amounts and dtsclosures m the finanCIal statements An audIt also mcludes assessmg the 
accountmg pnnClples used and Slgruficant estunates made by management, as well as evaluatIng the 
overall finanCIal statement presentatIon. We bel.teve that our audtts proVide a reasonable baSIS for our 
opmlOn. 

In our OpmIOn, the finanCIal statements referred to above present fiurly, m all matenal respects, the 
finanCIal posloon of Umverstty Research CorporatIon as of September 30, 1995 and 1994. and the 
results of operatIons and cash flows for the years then ended m confonruty With genernlly accepted 
accountlng pnnCIples 

November 27, 1995 



UNIVERSITY RESEARCH CORPORATION 

BALANCE SHEETS 

ASSETS 

Cu"ent Assets 
Cash and equivalents 
Note receivable, current portion (Note 2) 
Accounts receivable (Note 3) 
Due from afliltated company (Note 4) 
PrepaId taxes 
Other 

FIXed Assets 
Furruture & eqUlpment 
Leasehold unprovements 
Less accumulated deprecIatIOn 

and amortIzatton 

Other Assets 
Note receivable (Note 2) 
Deferred tax asset 

September 30, 
1995 1994 

$ 1,394,389 
732,641 

3,204,611 
106,296 

33,232 

5,471,169 

246,246 

(141,076) 

105,170 

2,787,366 
132,000 

2,919,366 

$ 8,495,705 

$ 138,607 

$ 

457,353 
4,273,307 

48,774 
67,722 
96,898 

5,082,661 

247,361 
66,426 

(203,223) 

110,564 

3,515,007 
165,000 

3,680,007 

8,873,232 

See notes to finanCIal statements 
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UNIVERSITY RESEARCH CORPORATION 

BALANCE SHEETS 

LIABILITIES AND STOCKHOLDERS' EQUITY 

Septem ber 30, 

Current L,ab'/lires 
Accounts payable 
Billtngs on contracts m progress m 

excess of costs mcurred and mcome 
recogruzed 

Accrued saIanes and payroll Wlthholdmgs 
Other accrued habiliues 
Income taxes payable 

Commitments (Note 7) 

Stockholden' EqUIty 
Common stock, no par value, 1,500 shares 

authonzed, 1,337 shares ISSUed and 
outstandmg 

Retamed earrungs 

1995 1994 

$ 1,168,420 

1,569,711 
755,751 
149,190 
265,375 

3,908,447 

51,072 
4,536,186 

4,587,258 

$ 8,495,705 

$ 1,836,906 

1,832,564 
811,021 
366,620 

4,847.111 

51,072 
3,975,049 

4,026,121 

$ 8,873,232 

See notes to finanCIal statements 



UNIVERSITY RESEARCH CORPORATION 

STATE:MENTS OF OPERATIONS AND RETAINED EARNINGS 

Income 
Contracts 
Interest and other mcome 

Costs and Expenses 
Drrect contract costs 

Salanes and other dlfect costs 
Subcontract costs 

Indirect expenses 

Income (loss) before prOVlSlon for mcome taxes 

ProVlSlOn (benefit) for mcome taxes 

Net Income (Loss) 

Retamed eanungs - Begmnmg of year 

Retmned earnings - End o/year 

Year ended September 30, 
1995 1994 

$ 17,371,847 
280,327 

17,652,174 

8,674,511 
4,404,936 

13,079,447 

3,646,790 

16,726,237 

925,937 

364,800 

561,137 

3,975,049 

$ 4,536,186 

$ 15,826,127 
200,371 

16,026,498 

7,636,636 
4,940,885 

12,577,521 

3,814,153 

16,391,674 

(365,176) 

(173,600) 

(191,576) 

4,166,625 

$ 3,975,049 

See notes to finanCIal statements 
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UNIVERSITY RESEARCH CORPORATION 

STATEMENTS OF CASH FLOWS 

Yellr ended Sel!tember 30, 
1995 1994 

Cash Flows From Operatmg ActzVlties-
Net Income $ 561,137 S {l91,576} 
Adjustments to reconcIle net Income to 

cash proVIded by operatIng actlVltles 
Deprectatlon and amorttzatlon 33,730 62,742 
Deferred tax proVIsion (benefit) 33,000 (165,000) 

Change In assets and ltabilitles 
Accounts receIvable, net 1,068,697 (1,515,950) 
Due from affiltates (57,522) 3,695,895 
Other current assets 131,388 (86,246) 
Accounts payable and accrued expenses (885,916) 942,972 
Accrued salanes and WIthholdIngs (55,271) (173,911) 
Billmgs on contracts In progress In excess 

of costs Incurred and Income recogruzed (262,853) 230,615 
Income taxes payable 265,375 (21,878) 

270,628 2,969,239 

Net cash prOVIded by operatlng acbVIoes 831,765 2,777,663 

Cash Flows From Investzng ActzVltzes: 
Sale (purchase) of marketable secuntles 637,246 
Purehase of property and equipment (28,336) (68,028) 
Decrease (Increase) In note receivable 452,353 (3,875,000) 

Net cash prOVIded by (used In) InvestIng aeoVItles 424,017 (3,305,782) 

Net mcrease (decrease) in cash 1,255,782 (528,119) 

Cash and eqwvaIents - Begmrung of year 138,607 666,726 

Cash and equivalents - End ofYi!Ilr $ 1,394,389 $ 138,607 

Supplemental d15dosure of cash now IDformatJon° 
Cash prud dunng the year 

Income taxes $ S 81,000 

See notes to finanCIal statements 



UNIVERSITY RESEARCH CORPORATION 

NOTES TO FINANCIAL STATEMENTS 

1. SununtII')' of Sigmficant Accountmg Policies 

Revenue Recogruhon 

The Company denves substanbally all of Its revenue from contracts WIth the U S Government and Its 
AgenCIes Revenue from cost-plus-fixed-fee contracts 18 recorded on the basIS of direct costs mcurred 
plus mchrect expenses and the allocable portIon of the fixed fee Revenue under tune and materIals 
contracts IS recorded at the contracted rates as the labor hours and other direct costs are mcurred. 
Revenue under fixed pnce contracts IS recorded on the bastS of the estunated percentage of compleb.on 
of servIces rendered AntICipated losses on contracts are recogmzed as soon as they become known. 

Billmgs under cost-plus-fixed-fee contracts are based on proVlSlonal rates wruch allow tentative 
recovery of dtrect and mdtrect expenses When final detennmatIon and approval of the allowable rates 
have been made, btUmgs are adjusted accordmgly Allowable rates have been detemuned and 
approved through September 30, 1993 

Allowance for Doubtful Accormts 

The Company proVides an allowance for doubtful accounts for recervables wluch may be uncollecb.Ole 

Property, Equrpment, and Leasehold Improvements 

Property, eqwpment, and leasehold nnprovements are stated at cost Depreclatlon IS computed on the 
straIght-lme and accelerated methods over the estnnated useful hves of the related assets Leasehold 
nnprovements are amortIzed over the shorter of the asset hfe or the lease teon. 

Statements of Cash Flows 

For the purposes of the presentatIon of the Statements of Cash Flows, the Company collSldezs all 
lughly bqwd mvestments purchased With a matunty of three months or less to be cash eqwvalents 

2. Note Recavable 

The Company has a note recetVable from an affihated company m the ongmal amount of $3,975,000, 
dated December 17, 1993 The note balance at September 30, 1995 and 1994 IS $3,520,007 and 
$3,972,360 and bears mterest at 6% per annum. Pnnctpal and mterest are due December 17, 2003, 
however, the Company receIVed pnnClpal and mterest payments totabng $750,000 dunng the year 
endmg September 30, 1995 

• 
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UNlVERSflYRESEARCH CORPORATION 

NOTES TO FINANCIAL STATEMENTS 

3. Accounts Receivable 

Accounts receMlbIe coIlSlSt of the followmg at September 30, 1995 and 1994 

1995 
Federal government 
Federal government contractors 
Commercml 
Allowance for doubtful accounts 

4. Due FromAffi11ated Company 

$2,433,264 
542,781 
306,566 
(78,000) 

$3,204,611 

1994 
$3,677,677 

536,476 
147,154 

(88,000) 
$4,273,301 

The Company has made non-Interest beanng advances to a related company wluch IS under common 
management control 

5. Income Taxes 

The Company utilizes the accrual accountIng method for mcome tax purposes The prOVlSlon for 
mcome taxes collSlStS of the followmg 

Current pomon 
Deferred pomon 

1995 
$331,800 

33,000 
$364,800 

1994 
$ (8,600) 
(165,000) 

$(173.600) 

The deferred tax asset resulted from a chantable contributIon expense canyforward wmch exprres m 
1999 The unused carryforward as of September 30, 1995 and 1994 was $345,000 and $425,000, 
respectIVely The actual prOVlSlon for mcome taxes dtffers from that expected USIng the federal 
statutoI)' rate, due pnmarily to the effect of state mcome taxes 

6. Retirement Pltm 

The Company has a 401(k) profit shanng plan wluch covers substantIally all employees The Company 
makes contributlons based upon employee compensatlon. Total employer contn'butIons to the plan 
were $195,000 and $180,000 for the years ended September 30, 1995 and 1994, respectIvely 



UNIVERSITY RESEARCH CORPORATION 

NOTES TO FINANCIAL STATEMENTS 

7. Comnu/ments 

The Company leases office space and eqwpment under operatmg leases winch expire at vanous dates 
through November, 1999 The future nununum annual rental payments for these leases as of 
September 30, 1995 are as follows for the years endmg 

September 30, 1996 
September 30, 1997 
September 30, 1998 
September 30, 1999 
September 30, 2000 
Future mmunum rental payments 

$ 698,389 
698,389 
698,389 
642,221 

2,030 
52,739,418 

Rent expense amounted to $863,000 and $911,000 for the years ended September 30, 1995 and 1994, 
respecnvely 
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