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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
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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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Carrier adjust its annual accounting state-
ments (i) by amounts found not to constitute
actual, allowable, allocable and reasonable
costs; or (ii) to reflect prior overpayments or
underpayments.

(4) The Carrier shall develop corrective ac-
tion plans to resolve audit findings identified
in audits that were performed in accordance
with the Guide. The corrective action plans
will be prepared in accordance with and as
defined by the Guide.

(b) Definition of costs. (1) The Carrier may
charge a cost to the contract for a contract
term if the cost is actual, allowable, allo-
cable, and reasonable. In addition, the Car-
rier must:

(i) on request, document and make avail-
able accounting support for the cost to jus-
tify that the cost is actual, reasonable and
necessary; and

(ii) determine the cost in accordance with:
(A) the terms of this contract, and (B) Sub-
part 31.2 of the Federal Acquisition Regula-
tion (FAR) and Subpart 1631.2 of the Federal
Employees Health Benefits Program Acquisi-
tion Regulation (FEHBAR) applicable on the
first day of the contract period.

(2) In the absence of specific contract
terms to the contrary, the Carrier shall clas-
sify contract costs in accordance with the
following criteria:

(i) Benefits. Benefit costs consist of pay-
ments made and liabilities incurred for cov-
ered health care services on behalf of FEHBP
subscribers less any refunds, rebates, allow-
ances or other credits received.

(ii) Administrative expenses. Administrative
expenses consist of all actual, allowable, al-
locable and reasonable expenses incurred in
the adjudication of subscriber benefit claims
or incurred in the Carrier’s overall operation
of the business. Unless otherwise stated in
the contract, administrative expenses in-
clude, in part: all taxes (excluding premium
taxes, as provided in section 1631.205-41), in-
surance and reinsurance premiums, medical
and dental consultants used in the adjudica-
tion process, concurrent or managed care re-
view when not billed by a health care pro-
vider and other forms of utilization review,
the cost of maintaining eligibility files, legal
expenses incurred in the litigation of benefit
payments and bank charges for letters of
credit. Administrative expenses exclude the
cost of Carrier personnel, equipment, and fa-
cilities directly used in the delivery of
health care services, which are benefit costs,
and the expense of managing the FEHBP in-
vestment program which is a reduction of in-
vestment income earned.

(iii) Investment income. While compliance
with the checks presented letter of credit
methodology will minimize funds on hand,
the Carrier shall invest and reinvest all
funds on hand, including any in the Special
Reserve or any attributable to the reserve
for incurred but unpaid claims, which are in

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

excess of the funds needed to discharge
promptly the obligations incurred under the
contract. Investment income represents the
net amount earned by the Carrier after de-
ducting investment expenses. Investment ex-
penses are those actual, allowable, allocable,
and reasonable contract costs that are at-
tributable to the investment of funds, such
as consultant or management fees.

(iv) Other charges. (A) Mandatory statutory
reserve. Charges for mandatory statutory re-
serves are not allowable unless specifically
provided for in the contract. When the term
“mandatory statutory reserve’” is specifi-
cally identified as an allowable contract
charge without further definition or expla-
nation, it means a requirement imposed by
State law upon the Carrier to set aside a spe-
cific amount or rate of funds into a re-
stricted reserve that is accounted for sepa-
rately from all other reserves and surpluses
of the Carrier and which may be used only
with the specific approval of the State offi-
cial designated by law to make such approv-
als. The amount chargeable to the contract
may not exceed an allocable portion of the
amount actually set aside. If the statutory
reserve is no longer required for the purpose
for which it was created, and these funds be-
come available for the general use of the
Carrier, the Carrier shall return to the
FEHBP a pro rata share based upon FEHBP’s
contribution to the total Carrier’s set aside
shall be returned to the FEHBP in accord-
ance with FAR 31.201-5.

(B) Premium taxes. (1) When the term
“premium taxes’ is used in this contract
without further definition or explanation, it
means a tax, fee, or other monetary payment
directly or indirectly imposed on FEHB pre-
miums by any State, the District of Colum-
bia, or the Commonwealth of Puerto Rico or
by any political subdivision or other govern-
mental authority of those entities, with the
sole exception of a tax on net income or prof-
it, if that tax, fee, or payment is applicable
to a broad range of business activity.

(2) For purposes of this paragraph (B), OPM
has determined that the term ‘State” as
used in 5 U.S.C. 8909(f) includes, but is not
limited to, a territory or possession of the
United States.

(c) Certification of Accounting Statement Ac-
curacy. (1) The Carrier shall certify the an-
nual and fiscal year accounting statements
in the form set forth in paragraph (c)(3) of
this clause. The Carrier’s chief executive of-
ficer and the chief financial officer shall sign
the certificate.

(2) The Carrier shall require an authorized
agent of its underwriter, if any, also to cer-
tify the annual accounting statement.

(3) The certificate required shall be in the
following form:
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CERTIFICATION OF ACCOUNTING STATEMENT
ACCURACY

This is to certify that I have reviewed this
accounting statement and to the best of my
knowledge and belief:

1. The statement was prepared in con-
formity with the guidelines issued by the Of-
fice of Personnel Management and fairly pre-
sents the financial results of this reporting
period in conformity with those guidelines.

2. The costs included in the statement are
actual, allowable, allocable, and reasonable
in accordance with the terms of the contract
and with the cost principles of the Federal
Employees Health Benefits Acquisition Reg-
ulation and the Federal Acquisition Regula-
tion;

3. Income, rebates, allowances, refunds and
other credits made or owed in accordance
with the terms of the contract and applica-
ble cost principles have been included in the
statement;

4. If applicable, the letter of credit account
was managed in accordance with 5 CFR part
890, 48 CFR chapter 16, and OPM guidelines.

Carrier Name:

Name of Chief Executive Officer:
(Type or Print)

Name of Chief Financial Officer:

Signature of Chief Executive Officer:

Signature of Chief Financial Officer:

Date Signed:
Date Signed:
Underwriter:

Name and Title of Responsible Corporate Of-
ficial:
(Type or Print:)

Signature of Responsible Corporate Official:

Date Signed: -
(End of Certificate)

(d) Exceptions for the 3-Year DoD Demonstra-
tion Project (10 U.S.C. 1108).

(1) The Carrier shall draw funds from its
Letter of Credit (LOC) account to pay dem-
onstration project benefits costs in the same
manner as it does for benefits costs incurred
by regular FEHB members. The Carrier shall
account separately for health benefits
charges paid using demonstration project
funds and regular FEHB funds. Direct admin-
istrative costs attributable solely to the
demonstration project shall be fully charge-
able to the demonstration project. Indirect
administrative costs associated with the
demonstration project will be allocated to
the demonstration project based on the per-
centage obtained by dividing the dollar
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amount of claims processed under the dem-
onstration project by the dollar amount of
total claims processed for FEHB Program ac-
tivity. This same percentage will also be
used to determine the amount of the Car-
rier’s service charge that will be allocated to
the demonstration project.

(2) The Carrier shall submit a separate an-
nual accounting statement and monthly in-
curred claims report for demonstration
project experience.

(End of clause)

[65 FR 27416, July 2, 1990, as amended at 56
FR 57497, Nov. 12, 1991; 57 FR 14360, Apr. 20,
1992; 62 FR 47577, Sept. 10, 1997, 64 FR 36273,
July 6, 1999; 65 FR 36387, June 8, 2000]
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events.

As prescribed in 1622.103-70, the fol-

lowing clause shall be inserted in all
FEHBP contracts.

Notice of significant

NOTICE OF SIGNIFICANT EVENTS (JAN 1991)

(a) The Carrier agrees to notify OPM of
any Significant Event within ten (10) work-
ing days after the Carrier becomes aware of
it. As used in this section, a Significant
Event is any occurrence or anticipated oc-
currence that might reasonably be expected
to have a material effect upon the Carrier’s
ability to meet its obligations under this
contract, including, but not limited to, any
of the following:

(1) Disposal of major assets;

(2) Loss of 15% or more of the Carrier’s
overall membership;

(3) Termination or modification of any
contract or subcontract if such termination
or modification might have a material effect
on the Carrier’s obligations under this con-
tract;

(4) Addition or termination of provider
agreements;

() Any changes in underwriters,
surers, or participating plans;

(6) The imposition of, or notice of the in-
tent to impose, a receivership, conservator-
ship, or special regulatory monitoring;

(7) The withdrawal of, or notice of intent
to withdraw, State licensing, HHS qualifica-
tion, or any other status under Federal or
State law;

(8) Default on a loan or other financial ob-
ligation;

(9) Any actual or potential labor dispute
that delays or threatens to delay timely per-
formance or substantially impairs the func-
tioning of the Carrier’s facilities or facilities
used by the Carrier in the performance of the
contract;

(10) Any change in its charter, constitu-
tion, or by-laws which affects any provision

rein-
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