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price of the modification) and that the data
were not submitted before such date.

(ii) An offset shall not be allowed if—

(A) The understated data was known by
the Carrier to be understated when the Cer-
tificate of Current Cost or Pricing Data was
signed; or

(B) The Government proves that the facts
demonstrate that the contract price would
not have increased in the amount to be offset
even if the available data had been sub-
mitted before the date of agreement on
price.

(c) When the Contracting Officer deter-
mines that the rates shall be reduced and the
Government is thereby entitled to a refund,
the Carrier shall be liable to and shall pay
the FEHB Fund at the time the overpayment
is repaid—

(1) Simple interest on the amount of the
overpayment from the date the overpayment
was paid from the FEHB Fund to the Carrier
until the date the overcharge is liquidated.
In calculating the amount of interest due,
the quarterly rate determinations by the
Secretary of the Treasury under the author-
ity of 26 U.S.C. 6621(a)(2) applicable to the pe-
riods the overcharge was retained by the
Carrier shall be used; and,

(2) A penalty equal to the amount of over-
payment, if the Carrier knowingly submitted
cost or pricing data which was incomplete,
inaccurate, or noncurrent.

(d) Exception for the 3-Year DoD Demonstra-
tion Project (10 U.S.C. 1108). (1) Similarly
sized subscriber group (SSSG) rating meth-
odologies shall not be used to determine the
reasonableness of the Carrier’s demonstra-
tion project premium rates. The Carrier’s
rates shall not be adjusted for equivalency
with SSSG rating methodologies. The Car-
rier shall benchmark premiums against ad-
justed community rates if available,
Medigap offerings, or other similar products.

(2) The Carrier shall account separately for
health benefits charges paid using dem-
onstration project funds and regular FEHB
funds. Direct administrative costs attrib-
utable solely to the demonstration project
shall be fully chargeable to the demonstra-
tion project. Indirect administrative costs
associated with the demonstration project
will be allocated to the demonstration
project based on the percentage obtained by
dividing the dollar amount of claims proc-
essed under the demonstration project by the
dollar amount of total claims processed for
FEHB Program activity.

(End of clause)

[62 FR 47576, Sept. 10, 1997, as amended at 64
FR 36273, July 6, 1999; 65 FR 36387, June 8,
2000]

48 CFR Ch. 16 (10-1-02 Edition)

1652.215-71 Investment Income.

As prescribed in 1615.805-71, the fol-
lowing clause shall be inserted in all
FEHBP contracts based on cost anal-
ysis:

INVESTMENT INCOME (JAN 1998)

(a) The Carrier shall invest and reinvest all
FEHB funds on hand that are in excess of the
funds needed to promptly discharge the obli-
gations incurred under this contract. The
Carrier shall seek to maximize investment
income with prudent consideration to the
safety and liquidity of investments.

(b) All investment income earned on FEHB
funds shall be credited to the Special Re-
serve on behalf of the FEHBP.

(c) When the Contracting Officer concludes
that the Carrier failed to comply with para-
graph (a) or (b) of this clause, the Carrier
shall credit the Special Reserve with invest-
ment income that would have been earned,
at the rate(s) specified in paragraph (f) of
this clause, had it not been for the Carrier’s
noncompliance. ‘‘Failed to comply with
paragraph (a) or (b)”’ means: (1) Making any
charges against the contract which are not
allowable, allocable, or reasonable; or (2)
failing to credit any income due the contract
and/or failing to place excess funds, includ-
ing subscription income and payments from
OPM not needed to discharge promptly the
obligations incurred under the contract, re-
funds, credits, payments, deposits, invest-
ment income earned, uncashed checks, or
other amounts owed the Special Reserve, in
income producing investments and accounts.

(d) Investment income lost as a result of
unallowable, unallocable, or unreasonable
charges against the contract shall be paid
from the 1st day of the contract term fol-
lowing the contract term in which the unal-
lowable charge was made and shall end on
the earlier of: (1) The date the amounts are
returned to the Special Reserve (or the Of-
fice of Personnel Management); (2) the date
specified by the Contracting Officer; or, (3)
the date of the Contracting Officer’s Final
Decision.

(e) Investment income lost as a result of
failure to credit income due the contract or
failure to place excess funds in income pro-
ducing investments and accounts shall be
paid from the date the funds should have
been invested or appropriate income was not
credited and shall end on the earlier of: (1)
The date the amounts are returned to the
Special Reserve (or the Office of Personnel
Management); (2) the date specified by the
Contracting Officer; or, (3) the date of the
Contracting Officer’s Final Decision.

(f) The Carrier shall credit the Special Re-
serve for income due in accordance with this
clause. All lost investment income payable
shall bear simple interest at the quarterly
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rate determined by the Secretary of the
Treasury under the authority of 26 U.S.C.
6621(a)(2) applicable to the periods in which
the amount becomes due, as provided in
paragraphs (d) and (e) of this clause.

(g) The Carrier shall incorporate this
clause into agreements with underwriters of
the Carrier’s FEHB plan and shall substitute
‘‘underwriter’’ or other appropriate reference
for the term ‘‘Carrier.”

(End of clause)

[66 FR 27416, July 2, 1990, as amended at 62
FR 47577, Sept. 10, 1997]

1652.216-70 Accounting and price ad-
justment.

As prescribed in section 1616.7001, the
following clause shall be inserted in all
FEHBP contracts based on a combina-
tion of cost and price analysis
(community rated).

ACCOUNTING AND PRICE ADJUSTMENT (JAN
2000)

(a) Annual Accounting Statement. The Car-
rier, not later than 90 days after the end of
each contract period, shall furnish to OPM
for that contract period an accounting of its
operations under the contract. The account-
ing shall be in the form prescribed by OPM.

(b) Adjustment. (1) This contract is commu-
nity rated as defined in FEHBAR 1602.170-2.

(2) The subscription rates agreed to in this
contract shall be equivalent to the subscrip-
tion rates given to the carrier’s similarly
sized subscriber groups (SSSGs) as defined in
FEHBAR 1602.170-13.

(3) If, at the time of the rate reconcili-
ation, the subscription rates are found to be
lower than the equivalent rates for the lower
of the two SSSGs, the carrier may include an
adjustment to the Federal group’s rates for
the next contract period.

(4) If, at the time of the rate reconcili-
ation, the subscription rates are found to be
higher than the equivalent rates for the
lower of the two SSSGs, the Carrier shall re-
imburse the Fund, for example, by reducing
the FEHB rates for the next contract term to
reflect the difference between the estimated
rates and the rates which are derived using
the methodology of the lower rated SSSG.

(5) No upward adjustment in the rate es-
tablished for this contract will be allowed or
considered by the Government or will be
made by the Carrier in this or in any other
contract period on the basis of actual costs
incurred, actual benefits provided, or actual
size or composition of the FEHBP group dur-
ing this contract period.

(6) In the event this contract is not re-
newed, neither the Government nor the Car-
rier shall be entitled to any adjustment or

1652.216-71

claim for the difference between the sub-
scription rates prior to rate reconciliation
and the actual subscription rates.

(c) Exception for the 3-Year DoD Dem-
onstration Project (10 U.S.C. 1108). (1) Simi-
larly sized subscriber group (SSSG) rating
methodologies shall not be used to determine
the reasonableness of the Carrier’s dem-
onstration project premium rates. The Car-
rier’s rates shall not be adjusted for equiva-
lency with SSSG rating methodologies. The
Carrier shall benchmark premiums against
adjusted community rates if available,
Medigap offerings, or other similar products.

(2) The Carrier shall account separately for
health benefits charges paid using dem-
onstration project funds and regular FEHB
funds. Direct administrative costs attrib-
utable solely to the demonstration project
shall be fully chargeable to the demonstra-
tion project. Indirect administrative costs
associated with the demonstration project
will be allocated to the demonstration
project based on the percentage obtained by
dividing the dollar amount of claims proc-
essed under the demonstration project by the
dollar amount of total claims processed for
FEHB Program activity.

(End of clause)

[62 FR 47577, Sept. 10, 1997, as amended at 64
FR 36273, July 6, 1999; 66 FR 36387, June 8,
2000]

1652.216-71 Accounting and Allowable
Cost.

As prescribed in section 1616.7002, the
following clause shall be inserted in all
FEHBP contracts based on cost anal-
ysis (experience rated).

ACCOUNTING AND ALLOWABLE CoST (FEHBAR
1652.216-71) (JAN 2000)

(a) Annual Accounting Statements. (1) The
Carrier shall furnish to OPM an accounting
of its operations under the contract. In pre-
paring the accounting, the Carrier shall fol-
low the reporting requirements and state-
ment formats prescribed by OPM in the OPM
Annual and Fiscal Year Financial Reporting
Instructions.

(2) The Carrier shall have its Annual Ac-
counting Statements and that of its under-
writer, if any, audited in accordance with
the FEHBP Experienced-Rated Carrier and
Service Organization Audit Guide (Guide).
The Carrier shall submit the audit report
and the Annual Accounting Statements to
OPM in accordance with the requirements of
the Guide.

(3) Based on the results of either the inde-
pendent audit prescribed by the Guide or a
Government audit, OPM may require the
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