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REVIEW OF TERMINATION COWTS CLAIMED BY 

MEDICAL SERVICE COtSULTANTS, INC. 
UNDER CONTRACT NO. AID/AFR-C-1599 

(DTS WANA) 

Introdualtton 

Medical 3ervice Consultants, Inc. (MSCI), is a solely owned mall business 
incorporated in the District of Columbia in 1973. MSCI has provided consultant 
service& to more than 40 domestic and international organizations in health 
planning, delivary syntams, econmics, adminlitration, education and other 
health service proqtrams. 

MSCI's first contract with All) wan awarded inj1975 to provide absistAnce 
withi.n varl'ms tectore or oubncctorm where jprevicu= anaay:cz and aU:,C mrfnts 
had ben cam|plted and accepted an a basis for ro(jramming by AID/W. 

On Sapt.wmber 25, 1979, AID entered into a contract (AXD/AYR-C-1599) with MSZ 
to assist the Government of lotswana to increase thd cApacity of the Ministry 
of Health in providing comprehensive health services. AID terminated the 
contract for the convenience of the Government effective Juno 27, 1981. 

scope
 

Th# Office of the Regional Inspector General for Audit/Wasiington has performed 
a review of costs incurred under the Alt) contract during the period January 1, 
1901 through June 27, 1901, and the contractor's termination claim for incurred 
costs subsequent to June 27, 19111. The purpome of the audit won to determino 
(1) the propriety and allowability of direct coats claimedi and (2) reasonable
nes of the pr oseoad overhead rate for fimcal year ended DecemLer 11, 19611. 

The examination wan porformo.l at WCXI'a hoadqartars In Arlington, Virginia. The 
audit included such 4icuamions and tests oi" rocorda and procedures as was 
considered necessary in the clrcuntntArxeu. 

?A1M isC onlusion and Pecameondatitons 

.*L0n.. C24ts and roe Prior o c(eitractTerminaion 

Costs and ftxed too cltised by m ! for the period Jan4ry 1, 191 through the 
terination date of .uno .'7. .'Atl under conrtrct &wtodam/'R-C-1un to 
$336,44). 1., 4 result of (our datatlodl oat amtt , wo 4r* rocomn ing aceptance 
Of 6310,659. The diftererwe in ,e 01-.p.=sed of fIXed tee i', the axount of $22,05 

ule))oct WA, cvorhead awntwhich is to n0t1Ot At ad Odiit tial and (AA in the 
of $4,901 due tho contractor. betail ltru lnq to th adjustment* are reflected 
in athibit A. 

The Office of Contra4t )taeoment (50St/C) 
tke appropriate action to ensure settlement 



of $22,685 in suspended fixed fee and $4#901
 
additional cost duo the contractor.
 

Questioned Termination Coats and Fee Claimed by MSCI 

On March 30, 1982, MSCI submitt6d a termination claim totaling *59,038. As 
a result of our detailed review, we are withholding acceptance and/or suspending 
$28,523 as shown below: 

Total Termination Claim
 

Net Costa Questioned 18,796 

Net Cost. Suspended 9,727 

Total Questioned and Suspended $28,S23 

De.le putaining to the ,ueationed/sumponded costs are shown on RxhLb t 3. 

Rectemeriation No. 2 

The Office of Contract Management (SCR/CM) 
take appropriate action to ensure settlmnt 
of the $9,727 it,suopended costs and fee and 
$1B,796 of questioned cost. 

2Q
 



Exhibit A 

MEDICAL SERVICE CONSULTANTS, INC. (MSC:)
 
Contract No. AID/AFR-C-1599 (Botswanh)
 

Summary of Contract Costs Claimd and Accepted
 
For the Period January 1, 1981 Through June 27, 1981
 

Salaries 

Overhead 

Consultants 

Travel/Transportation 

Allovances 

Other Direct Costs 

Participant Training 

(eneral/Administrative 


Sub-Total 


Fee 

Total 


EU.lanator, Notes:
 

Costs Costs 

Claimed 2uestioned 


$147,732 $ 
70,054 133 

1.500 

10,124 
22,662 
7,759 

23,933 
29,994 

313,758 (4,901) 


22,685 


4336443 .(4901) 

1/ 	 Overhead erperses are adjusted as followas 

Overhead Claimed 


Overhead Accepted
 
Direct Labor 

Audited Overhead Rate (Exhibit C) 


Difference Due AID
 

2/ 	 General and Administrative (G&A) eepuses
 
are adjusted as follows:
 

G&A Claimed 


G&A Accepted
 
Total Direct Costs 

Overhead 

lase 

Audited (!&A Rate (Exhibit D) 


Difference Dum Contractor
 

Costs Costs
 
Suspended Accepted
 

$ - $147,732 
- 69,921 

1,500 
- 10,.24 
- 22,662 
- 7,759 
" 23,933
 

h5h034hh 35020
 

318,6i9
 

22,685 3
 

J22.685 318,659 

$70,054
 

$147,732
 
7
 

$29,994
 

$213,710
 
69t921
 
M3AR
 
1
 

2/ 	 In accordance with the Federal Procuresent Regulations, fixed I.ce under 
a terminated contract is to be negotiated on the bagia of percentage of 
work coepleted. Therefore, the foe in suspended pending negotiation by 
the Contracting Officer. 



Zxlilbit 3 

.DICAL S VICE- CCIISUI:A:S, INC. (MSCI) 
Contract 'No. AID/AFR-C-1599 (Botswana) 

St"mary of Termination Costs Claimed and Accepted 
For the Period June 28, 1981 through March 30, 1982 

Costs Costs
Costs Costs 

Claimed Q!estioned Suspended Acoepted 

-
salaries 	 $ l9a330 $ . $ $ 19,330
 
-Overhead 	 9,166 9,L66 / 

5,850 (4,088)/ .5,625 W 4,313Consultants 

tatio 3,267 (3,129)2/ 6,396
Travel/Trasp 


-	 906906 -
Allowances 

Otfher Direct Costs (421) (12)/ 121 / (430)
 

--5,000 5,000
Preparation Costs 
 -1 ,959 11,959 	 a
General/Administrative 


$ 30,515
Sub-Total 	 3 55,057 $ 18,796 $ 5,746 

roe 3,981-	 3 981

$ 30,515
18,796
Total S 59,0$ 	 $ 9,727 

Explanatory Notest
 

.L/ 	FPR 1-15.205-42 provides for special treatment of certain indirect costs such as 
payroll taxes, fringe benefits, occupancy costs, and immediate supervision. 
Ho~mver, tho costs have to be specifically identif!ed and suppor-ted Ly an overhead 
and G&A proposal. The contractor did not support the overhead and G&A expenses 
clalned, thetfor, we cculd not determine the proper amount of such expensez 
applicable to the termination period. Any costs allowed must be eliminated 
frcm t.7 overhead pool. 

// ~Represents allowable costs which were erroneously omitted fr.m the terminat.icn
 
claim.
 

I/ 	Allowable travel expenses whic~h were erroneously omitted from the termination 

cla In.
 

./ 	 A vb-e--mnd4ctl cssts 'ere arrcnecus1y c='.tted from tet.rminatlcn :lai. 

: 	 ?evreser'. .iea. ex"enses which are supported by an L-nvcc rut, there was
 
no ,..d.caticn e ervIces ;ertI-.4-ed to --he te.rmLna:i:n 3f :cntract A,'AF?.

, azns-iti -cs: i suspendoed as .olCwss 

a. 	 :zst ..aImod but rct suppcr:ed by adequate docu=untac.on 

.Co~st claime.d J..n eXCess =0 vuuppcr:2q documentatIcn 
;zcunt Sus;pended I 

____ 

io-.resernts local travel cost not supported hby adequate d=c=untzticn. 

7-.3C8..3/ 	7:: le! whculd be nrqoctated in acc r 'ancewits FP' 

http:docu=untac.on


Exhibit C 

MEDICAL SERVICE CONSULTANTS, INC. (MSCI)
 
Review of Overhead Costs Claimed and Accepted
 

For Year Ending December 31, 1981
 

Costs Costs Costs
 

Overhead Pool 	 Claimed Questioned Accepted 

Professional Salaries * 243,211 - $ 243,211 
Consultants 2,144 - 2,144 
Travel 4,561 - 4,561 
Communications 2,160 - 2,160 
Postage and Freight 676 676 

Reproduction, Printing 1,373 - 1,373 
Material and Supplies 1,709 1.709 

Other Direct Costs 4,649 " 4,649 
Office Rent 16,213 9,694 6,519 
Subscription/Dues 1,591 125 1,466 
Legal 226 - 226 

Deprecidtion (Office and Inprove

ments) 18,129 18,129 

Dir tct Labor Variance 2,618 2,618 
Inirance (Bldg. Auto) 2,775 M 2,775 

Employees Insurance 32,948 - 32,948 

Taxes 59,546 - 59,546 

P-ension 86,400 - 86,400 

Total 480,9929 $, 9 471..90 

Ba $1,.014,586 $19 330 ./ $995,256 

Rate 47.40% 47.33% 

xplanatory Notes: 

_/ 	 The office buildings occuppied by MSCI are owned by the president of MSCI. 
Therefore, since it is under common control only the normal cost of ownership
 

can 	be included in overhead. The contractor had claimed rent in lieu of
 

depreciation. The method used in calculating the rent exceeds the normal 

cost of ownership. Therefore, the excess is quostioned. 

2/ 	 Represents the president's annual medical license for the District of Columbia 

which is a persoral expense and not allowable to government funded contracts.
 

3/ 	Represents salaries claimed and accepted in the termination claim. Since those
 

costs are not overhead bearing, they are excluded from the direct labor base.
 



Exhibit D 
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MEDICAL SERVICE CONSULTANTS, INC. (MSCI) 

Review of General and Administrative Costs Claimed and Accepted
 
For Year Ending December 31, 1981
 

General and Cost Cost Cost 
Administrative Pool Claimed Questioned Accepted 

Professional Salaries $ 116,053 $ 116,053 
Clerical Salaries 628 628 

Consultants 4,324 4,324 

Travel 15,503 15,503 

Communications 7,498 7,498 

Postage and FzI'i.ht 
Reproduction, Pr ntcing 

4,650 
4,716 

-
-

4,650 
4,716 

Material and Supplils 
Employee Expenses 

7,164 
7,080 

-
-

7,164 
7,080 

Office Rental 16,213 9,694 1 6,519 

Parking/Auto 13,415 480 12,935 
1,606 125 1,481 

Advertising - Help Wanted 
Legal and Accounting 
Depreciation 
Insurance 

2,653 
29,250 
18,129 
13,246 

-

-
-
-

2,653 
29,250 
18,129 
13,246 

Taxes & License.' 31,263 - 31,263 

Taxes 5,237 - 5,237 

Building Expenses 
Pension 

26,422 
9,600 

-
-

26,422 
9,600 

Director's Fee 1 092 1,092 4/ _ 

Total $ 335,742 $ 11,391 $ 324,351 

$26129 $ 44 726 ./ $2,626,493Base 


Rate 	 12.57% 12.35%
 

Explanatory Notes:
 

The 	office buildings occuppLed by MSCI are owned by the president of MSCI. 

Therefore, since it is under common control only the normal cost of ownership
 

The contractor had claimed rent in lieu of depreciation.
can be included in F&A. 

The method used in calculating the rernc ex,.eeds the normal cost of ownership.
 

Therefore, the excess is questioned.
 

2/ 	 Parking/auto expenses are adjusted xs followst 

a. 	 ~Monthly parking fee at the Corporate Preuident's 
residence is considered a personal expense and is not 

allocable to governrent financ A contracts $470 

b. 	Parking violations are unallowable in accordance
 
with the Federal Procurement Regulations. 10 

Amount Questioned $480 



)xhibit D 
Page ' of 2 

3/ Represents the President's annual medical license for the District of
 

Columbia which is a personal expense and not nllocable to government
 

the termination claim, and
 

funded contracts. 

4/ Director's fee paid to the President is questioned because the corporat

tion is a solely owned business. 

5/ Represents the eliminatAon ef Botswara termination costs from the direct 

labor base, reclassification of other cost to 


equipment which is excluded from the G&A base.
 

9 



LIST OF REPORT REIPIENIS
 

Deputy Assistant, Directorate for Program 
and Management Services, DAA/M/SER 1 

Assistant Administrator, Bureau for Africa 1 

Associate Assistant Administrator (AFDR) 3 

Audit Liaison Office, A/SER 1 

Office of Financial Management, M/FM/PAD 2 

Director, Office of Contract Management, M/SWP/04 3 

General Counsel 1 

Inspector General 1 

IG/PPP 1 

AIG/II 1 

IG/EMS/C&R 16 


