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Introduction 
 
We have completed an implementation review of the management actions taken in response 
to the recommendations contained in our July 2016 audit report, IT Reseller Contracts Present 
Significant Challenges for GSA’s Schedules Programs, Report Number A120026/Q/6/P16003.  
 
Objective 
 
The objective of our review was to determine whether the Federal Acquisition Service (FAS) has 
taken the actions as outlined in the corrective action plan for IT Reseller Contracts Present 
Significant Challenges for GSA’s Schedules Programs (see Appendix A). To accomplish our 
objective we:  
 

• Reviewed the audit report, IT Reseller Contracts Present Significant Challenges for GSA’s 
Schedules Programs, Report Number A120026/Q/6/P16003; 

• Examined documentation submitted by FAS to support completion of the corrective 
action plan steps; and  

• Corresponded with FAS personnel.  
 
Background 
 
Under the authority of the Federal Property and Administrative Services Act of 1949, GSA 
established the Multiple Award Schedules (Schedules) Program to provide a streamlined 
process for the government to obtain commercial products and services at volume discount 
pricing. The Schedules Program allows agencies to place orders directly with contractors with 
the assurance that the orders meet federal competition requirements because GSA has already 
made the determination that the pricing is fair and reasonable.  
 
The Competition in Contracting Act of 1984, Public Law 98-369, states that orders placed under 
the Schedules Program meet competition requirements as long as they result in the lowest 
overall cost alternative to meet the government’s needs. To enable ordering agencies to meet 
this requirement, GSA’s negotiation policy is to obtain the best price granted to the supplier’s 
most favored commercial customer under the premise that the commercial marketplace 
establishes the best pricing. If the most favored customer pricing is not achieved, the 
contracting officer should ask the offeror to explain and justify the reason, such as differing 
terms and conditions between commercial and government sales. 
 
Once a schedule contract is awarded, GSA ordering procedures for the Schedules Program 
provide specific instructions for government agencies to ensure that orders placed under the 
contract result in the lowest overall cost to meet their needs. FAS’s Office of IT Schedule 
Programs manages the information technology (IT) schedule, which was the largest of the 
program’s 24 schedules, at the time of our original audit. FAS awards IT schedule contracts to 
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both manufacturers and resellers of IT equipment, software, and services. The majority of IT 
schedule contracts from August 2014 to July 2015, were with resellers. 
  
On July 22, 2016, we issued an audit report, IT Reseller Contracts Present Significant Challenges 
for GSA’s Schedules Programs to the FAS Commissioner. The objective of the audit was to 
evaluate how IT schedule resellers affect schedule pricing, procurement workload, and the 
enforcement of contract clauses. 
 
Our audit found: 
 

• GSA offers many identical items on its IT schedule at widely varying prices, and lower 
commercial prices are available for many of the schedule items. 

• Price protections are diminished when IT schedule resellers have low or no commercial 
sales and when the Price Reductions Clause is modified to exclude certain sales. 

• IT schedule reseller contracts with low or no schedule sales add to GSA workload and 
represent millions in unnecessary costs to the government. 

 
To address the findings identified in our report, we recommended that the FAS Commissioner:  
 

1. Establish procedures to ensure that price variances for identical schedule items are 
supported by price analyses documenting additional concessions or services received on 
higher priced items. Otherwise, the identical items should not be awarded at the higher 
price. 

2. In conjunction with the FAS Office of Acquisition Management, establish performance 
measures for FAS IT schedule contracting staff that reinforce the objective to obtain the 
resellers’ most favored customer prices for schedule contract items during price 
negotiations.  

3. Improve price protection for IT schedule reseller contracts by:  
a. Establishing controls to ensure that contracting officers obtain accurate, current, 

and complete manufacturer commercial sales practices information for offered 
items when the resellers have low or no commercial sales. The controls should 
ensure that the specific items involved are not awarded until commercial sales 
practices information is provided; and  

b. Establishing controls to ensure that deviations to the Price Reductions Clause do 
not diminish price protections and are properly approved by the Head of the 
Contracting Activity. 

4. Cancel IT schedule reseller contracts that do not meet the $25,000 minimum sales 
requirement of the Schedules Program, focusing initially on those with no sales; or 
document the contract files to support decisions to maintain the contracts. 

5. Consider increasing the $25,000 minimum sales threshold for IT schedule reseller 
contracts to a level that offsets the government’s cost to award and administer a 
schedule contract. 

6. Consider alternatives to the current $2,500 minimum payment clause in IT schedule 
reseller contracts.  
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The Deputy Assistant Commissioner, FAS Integrated Technology Services, concurred with our 
report recommendations.  
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Results 
 
Our implementation review determined that FAS has taken appropriate corrective actions to 
address the recommendations. We determined that no further action is necessary. 
 
Audit Team 
 
This review was managed out of the Heartland Region Audit Office and conducted by the 
individuals listed below: 
 

Jay Fisher Acting Regional Inspector General for Auditing 
Andrea Clarke Auditor-In-Charge 
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Appendix A – Corrective Action Plan for Report Number 
A120026/Q/6/P16003 
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Appendix A – Corrective Action Plan for Report Number 
A120026/Q/6/P16003 (cont.) 
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Appendix A – Corrective Action Plan for Report Number 
A120026/Q/6/P16003 (cont.) 
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Appendix A – Corrective Action Plan for Report Number 
A120026/Q/6/P16003 (cont.) 
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Appendix A – Corrective Action Plan for Report Number 
A120026/Q/6/P16003 (cont.) 
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Appendix A – Corrective Action Plan for Report Number 
A120026/Q/6/P16003 (cont.) 
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Appendix A – Corrective Action Plan for Report Number 
A120026/Q/6/P16003 (cont.) 
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Appendix A – Corrective Action Plan for Report Number 
A120026/Q/6/P16003 (cont.) 
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Appendix A – Corrective Action Plan for Report Number 
A120026/Q/6/P16003 (cont.) 
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Appendix B – Report Distribution 
 
GSA Administrator (A) 

FAS Commissioner (Q) 

Deputy Commissioner (Q1)  

Chief of Staff (Q) 

Assistant Commissioner, Office of Integrated Technology Services (QT) 

Assistant Commissioner, Office of Acquisition Management (QV) 

Program Management Officer (QV0E) 

Financial Management Officer, FAS Financial Services (BGF) 

Director, Office of IT Schedule (QTF) 

Chief Administrative Services Officer (H) 

GAO/IG Audit Management Division (H1G) 

Assistant Inspector General for Auditing (JA)  

Director, Audit Planning, Policy, and Operations Staff (JAO) 
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