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that the Carrier reserves are insufficient for 
that purpose. 

(f) Exception for the 3-Year DoD Demonstra-
tion Project (10 U.S.C. 1108). The Carrier will 
perform a final reconciliation of revenue and 
costs for the demonstration project group at 
the end of the demonstration project. OPM 
will reimburse the Carrier’s costs in excess 
of the premiums first from the Carrier’s 
demonstration project Contingency Reserve 
and then from the Employees Health Bene-
fits Fund Administrative Reserve. After the 
final accounting, OPM will place any surplus 
demonstration project premiums in the reg-
ular Contingency Reserves of all carriers 
continuing in the FEHB Program for the 
contract year following the year in which 
the demonstration project ends. Credit will 
be in proportion to the amount of subscrip-
tion charges paid and accrued to each car-
rier’s plan for the last year of the dem-
onstration project.

(End of clause) 

[53 FR 51784, Dec. 23, 1988, as amended at 57 
FR 14361, Apr. 20, 1992; 62 FR 47578, Sept. 10, 
1997; 63 FR 55339, Oct. 15, 1998; 64 FR 36274, 
July 6, 1999; 65 FR 36388, June 8, 2000]

1652.232–72 Non-commingling of 
FEHBP funds. 

As prescribed in 1632.772, the fol-
lowing clause shall be inserted in all 
contracts based on cost analysis.

NON-COMMINGLING OF FUNDS (JAN 1991) 

(a) The Carrier and/or its underwriter shall 
keep all FEHBP funds for this contract (cash 
and investments) physically separate from 
funds obtained from other sources. Account-
ing for such FEHBP funds shall not be based 
on allocations or other sharing mechanisms 
and shall agree with the Carrier’s accounting 
records. 

(b) In certain instances the physical sepa-
ration of FEHBP funds may not be practical 
or desirable. In such cases, the Carrier may 
request a waiver from this requirement from 
the Contracting Officer. The waiver shall be 
requested in advance and the Carrier shall 
demonstrate that accounting techniques 
have been established that will clearly meas-
ure FEHBP cash and investment income 
(i.e., subsidiary ledgers). Reconciliations be-
tween amounts reported and actual amounts 
shown in accounting records shall be pro-
vided as supporting schedules to the Annual 
Accounting Statements. 

(c) The Carrier shall incorporate this 
clause in all subcontracts that exceed $25,000 
and shall substitute ‘‘contractor’’ or other 
appropriate reference for ‘‘Carrier and/or its 
underwriter.’’

(End of clause) 

[52 FR 16044, May 1, 1987. Redesignated at 53 
FR 51784, Dec. 23, 1988, and amended at 55 FR 
27418, July 2, 1990]

1652.232–73 Approval for the Assign-
ment of Claims. 

As prescribed in 1632.806–70, the fol-
lowing clause shall be inserted in all 
FEHBP contracts:

APPROVAL FOR ASSIGNMENT OF CLAIMS (JAN 
1991) 

(a) Notwithstanding the provisions of sec-
tion 5.35, (FAR 52.232–23) Assignment of 
Claims, the Carrier shall not make any as-
signment under the Assignment of Claims 
Act without the prior written approval of 
the Contracting Officer. 

(b) Unless a different period is specified in 
the Contracting Officer’s written approval, 
an assignment shall be in force only for a pe-
riod f 1 year from the date of the Contracting 
Officer’s approval. However, assignments 
may be renewed upon their expiration.

(End of clause) 

[55 FR 27418, July 2, 1990]

1652.243–70 Changes—Negotiated ben-
efits contracts. 

As prescribed in section 1643.205–70, 
the following clause shall be inserted 
in all FEHBP contracts.

CHANGES—NEGOTIATED BENEFITS CONTRACTS 
(JAN 1998) 

(a) The Contracting Officer may at any 
time, by written order, and without notice to 
the sureties, if any, make changes within the 
general scope of this contract in any one or 
more of the following: 

(1) Description of services to be performed. 
(2) Time of performance (i.e., hours of the 

day, days of the week, etc.). 
(3) Place of performance of the services. 
(b) If any such change causes an increase 

or decrease in the cost of, or the time re-
quired for, performance of any part of the 
work under this contract, whether or not 
changed by the order, the Contracting Offi-
cer shall make an equitable adjustment in 
the contract price, the delivery schedule, or 
both, and shall modify the contract. 

(c) The Carrier must assert its right to an 
adjustment under this clause within 30 days 
from the date of receipt of the written order. 
However, if the Contracting Officer decides 
that the facts justify it, the Contracting Of-
ficer may receive and act upon a proposal 
submitted before final payment of the con-
tract. 
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(d) Failure to agree to any adjustment 
shall be a dispute under the Disputes clause. 
However, nothing in this clause shall excuse 
the Carrier from proceeding with the con-
tract as changed.

(End of clause) 

[62 FR 47578, Sept. 10, 1997]

1652.244–70 Subcontracts. 
As prescribed by 1644.270, the fol-

lowing clause shall be inserted in all 
FEHBP contracts based on cost anal-
ysis (experience rated):

SUBCONTRACTS (JAN 1998) 

(a) The Carrier shall notify the Con-
tracting Officer reasonably in advance of en-
tering into any subcontract, or any sub-
contract modification, or as otherwise speci-
fied by this contract, if both the amount of 
the subcontract or modification charged to 
the FEHB Program exceeds $100,000 and is at 
least 25 percent of the total cost of the sub-
contract. 

(b) The advance notification required by 
paragraph (a) of this clause shall include the 
information specified below: 

(1) A description of the supplies or services 
to be subcontracted; 

(2) Identification of the type of subcontract 
to be used; 

(3) Identification of the proposed sub-
contract and an explanation of why and how 
the proposed subcontractor was selected, in-
cluding the competition obtained; 

(4) The proposed subcontract price and the 
Carrier’s cost or price analysis; 

(5) The subcontractor’s current, complete, 
and accurate cost or pricing data and Certifi-
cate of Current Cost or Pricing Data, if re-
quired by other contract provisions; 

(6) The subcontractor’s Disclosure State-
ment or Certificate relating to Cost Ac-
counting Standards when such data are re-
quired by other provisions of this contract; 
and 

(7) A negotiation memorandum reflect-
ing— 

(i) The principal elements of the sub-
contract price negotiations; 

(ii) The most significant consideration 
controlling establishment of initial or re-
vised prices; 

(iii) The reason cost or pricing data were 
or were not required; 

(iv) The extent, if any, to which the Car-
rier did not rely on the subcontractor’s cost 
or pricing data in determining the price ob-
jective and in negotiating the final price; 

(v) The extent to which it was recognized 
in the negotiation that the subcontractor’s 
cost or pricing data were not accurate, com-
plete, or current; the action taken by the 

Carrier and the subcontractor; and the effect 
of any such defective data on the total price 
negotiated; 

(vi) The reasons for any significant dif-
ference between the Carrier’s price objective 
and the price negotiated; and 

(vii) A complete explanation of the incen-
tive fee or profit plan when incentives are 
used. The explanation shall identify each 
critical performance element, management 
decisions used to quantify each incentive 
element, reasons for the incentives, and a 
summary of all trade-off possibilities consid-
ered. 

(c) The Carrier shall obtain the Con-
tracting Officer’s written consent before 
placing any subcontract for which advance 
notification is required under paragraph (a) 
of this clause. However, the Contracting Offi-
cer may ratify in writing any such sub-
contract. Ratification shall constitute the 
consent of the Contracting Officer. 

(d) The Contracting Officer may waive the 
requirement for advance notification and 
consent required by paragraphs (a), (b), and 
(c) of this clause where the Carrier and sub-
contractor submit an application or renewal 
as a contractor team arrangement as defined 
in FAR subpart 9.6 and— 

(1) The Contracting Officer evaluated the 
arrangement during negotiation of the con-
tract or contract renewal; and 

(2) The subcontractor’s price and/or costs 
were included in the plan’s rates that were 
reviewed and approved by the Contracting 
Officer during negotiation of the contract or 
contract renewal. 

(e) Unless the consent or approval specifi-
cally provides otherwise, consent by the Con-
tracting Officer to any subcontract shall not 
constitute a determination (1) of the accept-
ability of any subcontract terms or condi-
tions; (2) of the allowability of any cost 
under this contract; or (3) to relieve the Car-
rier of any responsibility for performing this 
contract. 

(f) No subcontract placed under this con-
tract shall provide for payment on a cost-
plus-a-percentage-of-cost basis. Any fee pay-
able under cost reimbursement type sub-
contracts shall not exceed the fee limita-
tions in FAR 15.404–4(c)(4)(i). Any profit or 
fee payable under a subcontract shall be in 
accordance with the provision of subpart 3.7, 
Service charge. 

(g) The Carrier shall give the Contracting 
Officer immediate written notice of any ac-
tion or suit filed and prompt notice of any 
claim made against the Carrier by any sub-
contractor or vendor that, in the opinion of 
the Carrier, may result in litigation related 
in any way to this contract with respect to 
which the Carrier may be entitled to reim-
bursement from the Government.
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