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delayed settlement interest) by the Con-
tractor for life insurance, accidental death
and dismemberment insurance, excess mor-
tality charges, post-mortem conversion
charges, and conversion policies on behalf of
insured persons, less any overpayments re-
covered (subject to the terms of LIFAR
2131.205-3), refunds, or other credits received.

(i1)(A) Administrative expenses. Administra-
tive expenses consist of chargeable costs as
defined in paragraph (b)(1) of this clause in-
curred in the adjudication of claims or in-
curred in the Contractor’s overall operation
of the business. Unless otherwise provided in
the contract, FAR, or LIFAR, administra-
tive expenses include, but are not limited to,
taxes, service charges to reinsurers, the cost
of investigation and settlement of policy
claims, the cost of maintaining records re-
garding payment of claims, and legal ex-
penses incurred in the litigation of benefit
payments. Administrative expenses exclude
the expenses related to investment income
in paragraph (b)(2)(iii) of this clause.

(B) Administrative Ezxpense Ceiling. Each
yvear an administrative expense ceiling for
the following contract year is calculated
based on the prior contract year’s adminis-
trative expense ceiling, adjusted by the per-
centage change in the average monthly con-
sumer Price Index for All Urban Consumers
for the preceding 12 months. Administrative
expenses are reimbursed up to the adminis-
trative expense ceiling or actual costs,
whichever is less. Both parties will reexam-
ine the base, including the prior year’s ac-
tual expenses, at the request of either OPM
or the Contractor. Within the administrative
expense ceiling is a separately negotiated
limit for indirect costs that may be charged
against the ceiling for the contract year. The
Contractor agrees to provide annually to the
Contracting Officer a detailed report of di-
rect and indirect administrative costs which
form the basis for determining the limit on
indirect costs for the following contract
year. During a continuity of services period,
OPM and the Contractor will negotiate a
one-time increase in the administrative ex-
pense ceiling to cover phase-in/phase-out
costs. Costs that exceed the revised ceiling
must be submitted by the Contractor, in
writing and in advance of their incurrence,
to the Contracting Officer for approval.

(iii) Investment income. Investment income
represents the amount earned by the Con-
tractor after deducting chargeable invest-
ment expenses. Investment expenses are
those chargeable contract costs, as defined
in paragraph (b)(1) of this clause, which are
attributable to the investment of FEGLI
funds.

(c) Certification of Annual Financial Report.
(1) The Contractor must certify the annual
financial report in the form set forth in para-
graph (c)(2) of this clause. The certificate
must be signed by the chief executive officer
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for the Contractor’s FEGLI Program oper-
ations and the chief financial officer for the
Contractor’s FEGLI Program operations and
must be returned with the annual financial
report.

(2) The certification required must be in
the following form:

CERTIFICATION OF ANNUAL FINANCIAL
REPORT

This is to certify that I have reviewed this
financial report and, to the best of my
knowledge and belief, attest that:

1. The report was prepared in conformity
with the guidelines issued by the Office of
Personnel Management and fairly presents
the financial results of this contract year in
conformity with those guidelines;

2. The costs included in the report are ac-
tual, allowable, allocable, and reasonable in
accordance with the terms of the contract
and with the cost principles of the Federal
Employees’ Group Life Insurance Program
Acquisition Regulation (LIFAR) and the
Federal Acquisition Regulation (FAR);

3. Income, overpayments, 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
report.

Contractor Name:

(Chief Executive Officer for FEGLI Oper-
ations)

Date signed:

(Chief Financial Officer for FEGLI Oper-
ations)

Date signed:

(Type or print and sign)

(End of Certificate)

[70 FR 41155, July 18, 2005]

2152.232-70 Payments.

As prescribed in 2132.171, insert the
following clause:

PAYMENTS (OCT 2005)

(a) OPM will make available to the Con-
tractor, in full settlement of its obligations
under this contract, subject to adjustment
based on actual claims and administrative
cost, a fixed premium once per month on the
first business day of the month. The pre-
mium is determined by an estimate of costs
for the contract year as provided in
Section and is redetermined annually
by mutual agreement of OPM and the Con-
tractor. In addition, an annual reconciliation
of premiums, benefits, and other costs is per-
formed, and additional payment by OPM or
reimbursement by the Contractor is paid as
necessary.
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(b) If OPM fails to fund the Letter of Credit
(LOC) account for the full amount of pre-
mium due by the due date, a grace period of
31 days will be granted to OPM for providing
any premium due, unless OPM has pre-
viously given written notice to the Con-
tractor that the contract is to be discon-
tinued. The contract will continue in force
during the grace period.

(c) If OPM fails to fund the LOC account
for any premiums within the grace period,
the contract may be terminated at the end of
the 31st day of the grace period in accord-
ance with LIFAR 2149.002(a)(2). If during the
grace period OPM presents written notice to
the Contractor that the contract is to be ter-
minated before the expiration of the grace
period, the contract will be terminated the
later of the date of receipt of such written
notice by the Contractor or the date speci-
fied by OPM for termination. In either event,
OPM will be liable to the Contractor for all
premiums then due and unpaid.

(d) In accordance with LIFAR 2143.205 and
LIFAR 2252.243-70, Changes, if a change is
made to the contract that increases or de-
creases the cost of performance of the work
under this contract, the Contracting Officer
will make an equitable adjustment to the
payments under this contract.

(e) In the event this contract is terminated
in accordance with LIFAR part 2149, the spe-
cial contingency reserve held by the Con-
tractor will be available to pay the necessary
and proper charges against this contract
after other Program assets held by the Con-
tractor are exhausted.

(End of Clause)

[70 FR 41156, July 18, 2005]

2152.232-71 Non-commingling of
FEGLI Program funds.

As prescribed in 2132.772, insert the
following clause:

NON-COMMINGLING OF FUNDS (OCT 2005)

(a) The Contractor must maintain FEGLI
Program funds in such a manner as to be
separately identifiable from other assets of
the Contractor.

(b) The Contractor may request a modifica-
tion of paragraph (a) of this section from the
Contracting Officer. The modification must
be requested, and approved by the Con-
tracting Officer, in advance of any change,
and the Contractor must demonstrate that
accounting techniques have been established
that clearly measure FEGLI Program cash
and investment income (i.e., subsidiary ledg-
ers). Reconciliations between amounts re-
ported and actual amounts shown in ac-
counting records must be provided as sup-
porting schedules to the annual financial re-
port.

2152.237-70
(End of Clause)

[70 FR 41156, July 18, 2005]

2152.232-72 Approval for assignment
of claims.

As prescribed in 2132.806, insert the
following clause:

APPROVAL FOR ASSIGNMENT OF CLAIMS (OCT
1993)

(a) The Contractor shall not make any as-
signment of FEGLI Program funds 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 of FEGLI Program funds shall
be in force only for a period of 1 year from
the date of the Contracting Officer’s ap-
proval. However, assignments may be re-
newed upon their expiration.

(End of clause)

2152.237-70 Continuity of services.

As prescribed in 2137.110, insert the
following clause:

CONTINUITY OF SERVICE (OCT 2005)

(a) The Contractor recognizes that the
services under this contract are vital to the
Government and must be continued without
interruption. The Contractor further recog-
nizes that upon contract expiration or termi-
nation, including termination by the Con-
tractor for OPM’s failure to make timely
premium payments, a successor, either the
Government or another Contractor, may
continue them. The Contractor agrees to fur-
nish phase-in training and exercise its best
efforts and cooperation to effect an orderly
and efficient transition to a successor.

(b) The Contractor shall, upon the Con-
tracting Officer’s written notice, (1) furnish
phase-in and phase-out services for up to 10
months after this contract expires and (2) ne-
gotiate in good faith a plan with a successor
to determine the nature and extent of phase-
in and phase-out services required. The plan
shall specify a training program and a date
for transferring responsibilities for each di-
vision of work described in the plan, and
shall be subject to the Contracting Officer’s
approval. The Contractor shall provide suffi-
cient experienced personnel during the
phase-in and phase-out period to ensure that
the services called for by this contract are
maintained at the required level of pro-
ficiency.

(c) The Contractor must allow as many ex-
perienced personnel as practicable to remain
on the job during the transition period to
help the successor maintain the continuity
and consistency of the services required by
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