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COMMON “MYTHCONCEPTIONS” IN GSA SCHEDULE CONTRACTING

U.S. General Services  
Administration  
(GSA) Schedules 

are intended to simplify  
commercial item contracting.  
However, many contractors 
end up confused by poorly  
defined rules with little to  
no guidance on how to comply  
with them. This leaves many 
contractors at risk of noncom-
pliance and subject to hefty 
penalties if GSA disagrees  
with their interpretations. 
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GSA and Department of Veterans Affairs 

(VA) Schedules are multiple-award contract 

vehicles within the Federal Supply Sched-

ules (FSS) program that provide a venue 

for contractors to sell commercial products 

and services to the U.S. federal govern-

ment. Currently, there are over 19,000 

contractors who offer more than 11 million 

products and services across more than 40 

GSA Schedules. GSA Schedule contracts are 

awarded based on a contractor’s disclosures 

of their commercial sales practices. As 

these are 20-year contracts (a five-year base 

contract with three five-year options), the 

government uses commercial market forces 

and various clauses (such as the “Price 

Reductions Clause” (PRC)1) to ensure they re-

ceive fair and reasonable prices throughout 

the life of the contract.

The following are some common “MythCon-

ceptions” about GSA Schedule contracting. 

MythConception #1:  
The Basis of Award 
(BOA) and the Most 
Favored Customer 
(MFC) Must be the Same 

➢ No. 
While GSA contracting officers may use 

these terms interchangeably and many 

contractors have GSA Schedule contracts 

in which their BOA is set equal to their MFC, 

it is important to understand that these 

terms are distinct.

The MFC is simply the customer (or cat-

egory of customers) that receive a contrac-

tor’s best pricing. The MFC is referenced as 

a part of a contractor’s disclosures so that 

the government has all necessary informa-

tion in order to negotiate fair and reason-

able pricing. 

In contrast, the BOA is determined through 

contract negotiations. The BOA is a custom-

er (or category of customers) that serves 

as the basis for establishing the price/dis-

count relationship that must be preserved 

throughout the life of the contract. Contrac-

tors usually prefer a BOA customer group 

that is comprised of a very limited number 

of customers in order to facilitate the PRC 

monitoring and compliance. The general 

rule of thumb is that the BOA should consist 

of similarly situated customers who are 

purchasing the same offering, in a similar 

manner, at roughly the same sales volume 

as GSA buyers. For example, customers 

such as value-added resellers (VARs),2 who 

are clearly purchasing in a different manner 

than GSA customers, should not be consid-

ered a comparable customer. In summary, 

the BOA and the MFC can be, but they do 

not necessarily have to be, the same.

MythConception #2:  
The Government 
Should Always Receive 
a Contractor’s MFC 
Discounts

➢ Not necessarily. 
While the government should receive fair 

and reasonable pricing, it is not necessar-

ily entitled to the best price a contractor 

ever offered for a given product or service. 

Although GSA’s stated objective is to obtain 

MFC pricing, it is not a requirement.

There are many reasons why GSA may not 

be entitled to the contractor’s MFC pric-

ing. Per GSA Acquisition Regulation (GSAR) 

538.270, “Evaluation of Multiple Award 

Schedule (MAS) Offers,” the government 

acknowledges that it may not be entitled to 

the best price: 

The government will seek to obtain the 

offeror’s best price (the best price given to 

the most favored customer). However, the 

government recognizes that the terms and 

conditions of commercial sales vary and 

there may be legitimate reasons why the 

best price is not achieved.”3

The clause even gives examples of circum-

stances where a commercial customer may 

receive a better price: 

[T]he customer (e.g., dealer, distributor, 

original equipment manufacturer, other 

reseller) who receives the best price may 

perform certain value-added functions for 

the offeror that the government does not 

perform. In such cases, some reduction in 

the discount given to the government may 

be appropriate.4 

With that said, contractors have an obliga-

tion to disclose all discounts granted to their 

commercial customers (and in some cases, 

their most favored federal customers) for any 

and all reasons. If a contractor believes that 

GSA should not be entitled to MFC discounts, 

it must clearly explain why the discounts of-

fered were made under circumstances, terms, 

and/or conditions that are different than 

those to which GSA can meet or commit.

MythConception #3: 
Certain Sales Can 
be Considered “Non-
Comparable” and Do 
Not Trigger the PRC

➢ It depends. 
Understanding what can and cannot trigger 

the PRC is one of the more fundamental as-

pects of a contractor’s compliance program. 

The PRC serves as the mechanism for ensur-

ing that the pricing the government receives 

remains fair and reasonable throughout 

the life of the contract. Negotiated GSA 

Schedule discounts are tied to the disclosed 

BOA discounts. If a BOA customer is granted 

a discount (or concession) deeper than what 

was disclosed, the contractor must offer GSA 

a reduced price, maintaining the discount 

relationship, for the same period of time 

that it was extended to the BOA customer.

Many contractors believe that they have 

unique customers and transactions that 

are dissimilar from GSA purchases and, as 

such, should be considered non-comparable. 

While this may be true, contractors are still 

obligated to fully disclose all of their com-

mercial sales practices to allow the govern-

ment to determine what is or is not fair and 

reasonable pricing. As a part of negotiations, 

contractors can describe the reasons why 

such customers and transactions are unique, 

and attempt to have them excluded from 

PRC compliance.

Contractors should be mindful that the only 

regulatory exceptions to the PRC are: 
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are examples of customers and transac-

tions that many contractors believe are 

non-comparable:

 � Sales to customers who sign up for 

multi-year contracts—The government 

does not typically commit to purchases 

spanning across multiple fiscal years. 

(Exceptions include contracts condi-

tioned upon the “Availability of Funds 

Clause,”5 or in accordance with statu-

tory authorization.6)

 � Sales to customers who pay for  

products or services in advance— 

The government pays GSA contractors’ 

invoices in arrears.

 � Sales to commercial customers, such  

as dealers, resellers, or partners, who 

perform additional value-added 

functions for the contractor, 

including sales or market-

ing—The government does not 

perform sales, marketing, 

or any other activities on 

behalf of the contractor.  

 � Sales to commercial customers under 

firm-fixed-price definite quantity con-

tracts with specified delivery in excess 

of the maximum order threshold, 

 � Sales to eligible ordering activities 

under the contract,

 � Sales made to state and local govern-

ment entities purchasing through the 

GSA Schedule vehicle, and 

 � Sales caused by an error in quotation 

or billing.

Although these are the only regulatory  

exceptions to the PRC, the following  
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 � Sales to commercial customers purchas-

ing a bundled product or service solu-

tion, where pricing is established for 

all items in combination—GSA pricing 

is generally established on a line item 

basis and the government may not be 

purchasing all items in a solution to 

qualify for the bundled discount.

GSA understands and acknowledges that 

contractors offer a variety of discounts to 

their customers under various circumstances 

in the commercial marketplace. While 

contractors may believe that the govern-

ment is not entitled to all of their commer-

cially offered discounts, they still have an 

obligation to fully disclose those practices. 

Contractors should gather the necessary 

supporting documentation and be prepared 

to negotiate these positions with the govern-

ment. Only exceptions that the government 

formally incorporates into the final contract 

award documentation should be considered 

as true exceptions to the PRC. 

MythConception #4: 
Sales to Federal Prime 
Contractors are Federal 
Sales and Do Not Need 
to be Disclosed

➢ No. 
GSA views sales to prime contractors as 

commercial sales, even when the federal 

government is the ultimate end user. The 

distinction is made as it relates to the con-

tractual relationship between parties. When 

selling to a prime contractor, the contrac-

tual relationship is between the subcontrac-
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discount relationship agreed upon at con-

tract award is maintained throughout the 

life of the contract.

Concessions
Non-price-related concessions, in addi-

tion to price-based discounts, need to be 

included in a contractor’s CSP disclosures. 

Examples of non-price-based concessions 

include, but are not limited to: 

 � Additional/extended warranties, 

 � Longer payment terms, and 

 � Free or discounted shipping charges. 

These transactions must be monitored 

and reported if they are provided to a 

BOA customer in excess of the initial 

disclosure. 

Commercial List Price
Another element to PRC compliance is a con-

tractor’s commercial price list. A reduction 

in the commercial price of an item listed 

on the contractor’s GSA Schedule must 

be passed on to GSA. The PRC states that 

contractors have an obligation to notify the 

contacting officer in writing of any price 

reduction no later than 15 calendar days 

after its effective date. 

GSA Schedule contractors must understand 

their PRC obligations in order to properly  

negotiate11 their contract and to set up an 

adequate compliance program. In the ab-

sence of this understanding, contractors may 

find themselves vulnerable to significant  

monetary consequences that could be caused 

by as little as a single transaction at a discount 

deeper than that which was disclosed.

MythConception #6:  
It is Sufficient to Simply 
Submit the Contractor’s 
Standard Policies 
and Procedures as 
Representative Support 
for a Contractor’s CSPs

➢ No. 
While a contractor’s written policies and 

procedures may provide a surface-level view 

into what may be considered its standard 

practices, a review of documents alone does 

not provide a contractor enough informa-

tion to prepare current, accurate, and 

complete disclosures to the government. As 

these disclosures form the basis for negotia-

tions and compliance, contractors need 

to fully understand and clearly explain all 

aspects of their CSPs—not just the policies 

and procedures. More often than not, these 

policies and procedures prove to be an 

inaccurate or incomplete representation of 

actual sales practices.

When developing CSP disclosures, it is a 

best practice to perform a review of at least 
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