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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 2019 audit report, Improper Pricing on the 
McKinsey Professional Services Contract May Cost the United States an Estimated $69 Million, 
Report Number A170118/Q/6/P19004. 
 
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 Improper Pricing on the McKinsey 
Professional Services Contract May Cost the United States an Estimated $69 Million (see 
Appendix A). To accomplish our objective, we:  
 

• Reviewed the audit report, Improper Pricing on the McKinsey Professional Services 
Contract May Cost the United States an Estimated $69 Million, Report Number 
A170118/Q/6/P19004; 

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

• Interviewed FAS officials. 
 
Background 
 
On January 27, 2006, FAS awarded Contract Number GS-10F-0118S to McKinsey & Company, 
Inc. (McKinsey). The contract was for 5 years with three 5-year options. Under its contract, 
McKinsey offered management consulting services to improve performance issues related to 
strategy, organization, operations, and business technology. McKinsey’s contract offered 
weekly team-based pricing as opposed to hourly labor-category-based pricing. In early 2016, 
the contracting officer awarded the second contract option, with no change in pricing pending 
the results of our preaward audit.  
 
During the preaward audit, McKinsey refused to provide the records required to complete the 
audit; therefore, the audit report advised the contracting officer to require McKinsey to provide 
the requested information or cancel McKinsey’s contract. However, instead of addressing the 
contractor’s lack of cooperation during the preaward audit, a FAS division director (Division 
Director) awarded the contract pricing with rates that were at least 10 percent higher than 
those originally proposed by McKinsey. As a result, we had concerns about how the contract 
pricing was awarded and how pricing was determined to be fair and reasonable. Consequently, 
we performed a follow-up audit of FAS’s administration of this McKinsey contract. 
 
On July 23, 2019, we issued an audit report, Improper Pricing on the McKinsey Professional 
Services Contract May Cost the United States an Estimated $69 Million, to FAS. The objective of 
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the audit was to determine whether FAS administered Contract Number GS-10F-0118S in 
accordance with applicable laws, regulations, and policies. 
 
Our audit found that: 
 

• Awarded contract services do not comply with regulations for Federal Supply Schedule 
contracts. 

• The Division Director failed to comply with federal laws, regulations, and GSA policy in 
awarding the contract pricing. 

• The Division Director violated the standards of ethical conduct by advocating on behalf 
of McKinsey. 

• The Division Director impeded the audit of the proposed pricing by failing to take 
appropriate action to obtain required data to complete the preaward audit. 

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

1. Cancel McKinsey’s Contract Number GS-10F-0118S.  
2. Cancel McKinsey’s Contract Number GS-35F-646GA.  
3. Review all FAS contracts with team-based pricing to ensure they comply with Federal 

Acquisition Regulation requirements.  
4. Establish additional controls to ensure contracting staff obtain required audit records to 

perform audits prior to awarding contract actions.  
5. Assess whether the Division Director should be involved in future McKinsey contact or 

contract actions.  
6. Establish additional controls to ensure that FAS contracting staff maintain independent 

and impartial relationships with FAS contractors in accordance with federal regulations.  
7. Take appropriate action to address the Division Director’s use of invalid price 

comparisons, reliance on unsupported information, and violation of standards of ethical 
conduct.  

8. Take appropriate action to address the Washington Branch Chief’s actions on the 
McKinsey Schedule 70 contract award and this audit. 

 
The FAS Commissioner agreed with the concerns outlined in our report and partially agreed 
with the 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: 
 

Michelle Westrup Regional Inspector General for Auditing 
Shane Dunlay Audit Manager 
Shannon McKinzie Auditor-In-Charge 
Sarah Mosca Management Analyst  
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Appendix A – Corrective Action Plan for Report Number 
A170118/Q/6/P19004 (cont.) 
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Appendix A – Corrective Action Plan for Report Number 
A170118/Q/6/P19004 (cont.)  
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Appendix A – Corrective Action Plan for Report Number 
A170118/Q/6/P19004 (cont.)  
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Appendix A – Corrective Action Plan for Report Number 
A170118/Q/6/P19004 (cont.)  
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Appendix A – Corrective Action Plan for Report Number 
A170118/Q/6/P19004 (cont.)  
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Appendix B – Report Distribution 
 
GSA Administrator (A)  
 
GSA Deputy Administrator (AD)  
 
Commissioner (Q)  
 
Deputy Commissioner (Q1)  
 
Deputy Commissioner (TTS)  
 
Chief of Staff (Q0A)  
 
Senior Advisor (Q0A)  
 
Program Analysis Officer (Q1A)  
 
Assistant Commissioner, Office of Policy and Compliance (QV)  
 
Financial Management Officer, FAS Financial Services Division (BGF)  
 
Director of Financial Management (BG)  
 
Chief Financial Officer (B)  
 
Office of Audit Management and Accountability (BA)  
 
Assistant Inspector General for Auditing (JA)  
 
Director, Audit Planning, Policy, and Operations Staff (JAO) 
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