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SUBCHAPTER E—GENERAL CONTRACTING REQUIREMENTS 

PART 2128—BONDS AND 
INSURANCE 

AUTHORITY: 5 U.S.C. 8716; 40 U.S.C. 486(c); 48 
CFR 1.301. 

Subpart 2128.3—Insurance 
2128.370 Contract clause. 

The contract clause at FAR 52.228–7 
is a mandatory clause in FEGLI Pro-
gram contracts, except paragraph (d) is 
modified as follows: 

(d) The Government’s liability under 
paragraph (c) of this clause is limited 
to the amount available in the Employ-
ee’s Life Insurance Fund. Nothing in 
this contract shall be construed as im-
plying that the Government will make 
additional funds available later or that 
Congress will appropriate funds later 
sufficient to meet deficiencies. 

[58 FR 40377, July 28, 1993] 

PART 2129—TAXES 

Subpart 2129.1—General 

Sec. 
2129.170 Policy. 

Subpart 2129.3—State and Local Taxes 

2129.302 Application of State and local taxes 
to the Government. 

2129.305 State and local tax exemptions. 

Subpart 2129.4—Contract Clauses 

2129.401 Domestic contracts. 
2129.401–70 FEGLI Program contract 

clauses. 

AUTHORITY: 5 U.S.C. 8716; 40 U.S.C. 486(c); 48 
CFR 1.301. 

SOURCE: 58 FR 40377, July 28, 1993, unless 
otherwise noted. 

Subpart 2129.1—General 

2129.170 Policy. 
(a) OPM shall consider taxes as a 

FEGLI Program cost under 2131.205–41. 
(b) For purposes of the limited cost 

redetermination of a FEGLI Program 
contract, taxes are not limited to those 
in effect as of the contract date, but 

shall include any taxes enacted, modi-
fied, or repealed, by legislative, judi-
cial, or administrative means, during 
the contract year. 

Subpart 2129.3—State and Local 
Taxes 

2129.302 Application of State and local 
taxes to the Government. 

(a) 5 U.S.C. 8714(c)(1) prohibits the 
imposition of taxes, fees, or other mon-
etary payment on FEGLI Program pre-
miums by any State, the District of 
Columbia, the Commonwealth of Puer-
to Rico, or any political subdivision or 
governmental authority of those enti-
ties. 

(b) Paragraph (a) of this section shall 
not be construed to exempt the con-
tractor from the imposition, payment, 
or collection of a tax, fee, or other 
monetary payment on the net income 
or profit accruing to or realized by it 
from business conducted under the 
FEGLI Program if the tax, fee, or pay-
ment is applicable to a broad range of 
business activity. 

2129.305 State and local tax exemp-
tions. 

(a) FAR 29.305 is modified for the 
FEGLI Program by substituting para-
graph (b) of this section in the place of 
paragraph (b) of FAR 29.305. 

(b) Furnishing proof of exemption. If a 
reasonable basis to sustain a claimed 
exemption exists, the seller will be fur-
nished evidence of exemption if re-
quested by the contractor and approved 
by the contracting officer or at the dis-
cretion of the contracting officer. 

Subpart 2129.4—Contract Clauses 

2129.401 Domestic contracts. 

2129.401–70 FEGLI Program contract 
clauses. 

The fixed-price contract clauses in 
FAR subpart 29.4 are inappropriate for 
the FEGLI Program because of the lim-
ited cost-redetermination of FEGLI 
Program contracts. The clauses at 
FAR 52.229–1, 52.229–2, 52.229–3, and 
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52.229–4 shall not be inserted into 
FEGLI Program contracts. 

PART 2131—CONTRACT COST 
PRINCIPLES AND PROCEDURES 

Subpart 2131.1—Applicability 

Sec. 
2131.103 Contracts with commercial organi-

zations. 
2131.109 Advance agreements. 

Subpart 2131.2—Contracts With 
Commercial Organizations 

2131.201 General. 
2131.201–5 Credits. 
2131.203 Indirect costs. 
2131.205 Selected costs. 
2131.205–1 Public relations and advertising 

costs. 
2131.205–3 Bad debts. 
2131.205–6 Compensation for personal serv-

ices. 
2131.205–32 Precontract costs. 
2131.205–38 Selling costs. 
2131.205–41 Taxes. 
2131.205–43 Trade, business, technical and 

professional activity costs. 
2131.205–70 Major subcontractor service 

charge. 
2131.205–71 Reinsurer administrative ex-

pense costs. 
2131.270 Contract clauses. 

AUTHORITY: 5 U.S.C. 8716; 40 U.S.C. 486(c); 48 
CFR 1.301. 

SOURCE: 58 FR 40378, July 28, 1993, unless 
otherwise noted. 

Subpart 2131.1—Applicability 

2131.103 Contracts with commercial 
organizations. 

The contracting officer shall incor-
porate the cost principles and proce-
dures of FAR subpart 31.2 and this part 
by reference in all FEGLI Program 
contracts because of the nature of a 
fixed price with limited cost redeter-
mination plus fixed fee contract. 

2131.109 Advance agreements. 
FAR 31.109 is applicable to FEGLI 

Program contracts, except that 
precontract costs and nonrecurring 
costs that exceed $100,000 will not be al-
lowed in the absence of an advance 
agreement between OPM and any po-
tential FEGLI Contractor. 

[70 FR 41152, July 18, 2005] 

Subpart 2131.2—Contracts With 
Commercial Organizations 

2131.201 General. 

2131.201–5 Credits. 
The provisions of FAR 31.201–5 shall 

apply to income, rebates and other 
credits resulting from benefit pay-
ments that include, but are not limited 
to— 

(a) Uncashed and returned checks. 
(b) Refunds attributable to litigation 

with regard to payments of FEGLI Pro-
gram life insurance monies. 

(c) Erroneous benefit payment, re-
funds, overpayment, and duplicate pay-
ment recoveries. 

(d) Escheatments. 

2131.203 Indirect costs. 
The provisions of FAR 31.203 apply to 

the allocation of indirect costs. 

[70 FR 41152, July 18, 2005] 

2131.205 Selected costs. 

2131.205–1 Public relations and adver-
tising costs. 

The provisions of FAR 31.205–1 shall 
be modified to include the following: 

(a) Costs of media messages are al-
lowable if approved by the contracting 
officer and all of the following criteria 
are met: 

(1) The primary objective of the mes-
sage is to disseminate information on 
general health and fitness or encour-
aging healthful lifestyles; 

(2) The costs of the contractor’s mes-
sages are allocated to all underwritten 
and non-underwritten lines of business; 
and 

(3) The contracting officer approves 
the total dollar amount of the contrac-
tor’s messages to be charged to the 
FEGLI Program in advance of the pol-
icy year. 

(b) Costs of media messages that in-
form enrollees about the FEGLI Pro-
gram are allowable if approved by the 
contracting officer. 

(c) In those instances where con-
tracting officer approval of the total 
dollar amount is not solicited in ad-
vance, it is incumbent upon the con-
tractor to show the contracting officer, 
for subsequent approval, that the costs 
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are reasonable and do not unduly bur-
den the administrative cost to the con-
tract. 

(d) Costs of messages that are in-
tended to, or which have the primary 
effect of, calling favorable attention to 
the contractor or subcontractor for the 
purpose of enhancing its overall image 
or selling its product or services are 
not allowable. 

2131.205–3 Bad debts. 
Erroneous benefit payments. If the con-

tractor or OPM determines that a 
FEGLI Program benefit has been paid 
in error for any reason, the contractor 
shall make a diligent effort to recover 
such erroneous payment from the re-
cipient. The contracting officer shall 
allow an unrecovered erroneous pay-
ment to be charged to the contract pro-
vided the contractor demonstrates that 
the recovery of the erroneous payment 
was attempted in accordance with a 
system that is approved under 
2146.270(b) and that either a diligent ef-
fort was made to recover the erroneous 
overpayment or it would not be cost ef-
fective to recover the erroneous over-
payment. The contractor’s compliance 
with a system that is approved under 
2146.270(b) will be deemed to be a dili-
gent effort to recover the erroneous 
overpayment. 

2131.205–6 Compensation for personal 
services. 

FAR 31.205–6 is supplemented as fol-
lows: Overtime on a FEGLI Program 
contract normally would meet the con-
ditions specified in FAR 22.103. Ad-
vance approval of the contracting offi-
cer is not required for overtime, extra- 
pay shifts, and multi-shifts. 

2131.205–32 Precontract costs. 
Precontract costs will be allowable in 

accordance with FAR part 31, but 
precontract costs that exceed $100,000 
will not be allowable except to the ex-
tent allowable under an advance agree-
ment negotiated in accordance with 
section 2131.109 of this chapter. 

[70 FR 41152, July 18, 2005] 

2131.205–38 Selling costs. 
Selling costs are not allowable costs 

to FEGLI contracts except to the ex-

tent that they are attributable to con-
ducting contract negotiations with the 
Government and for liaison activities 
involving ongoing contract administra-
tion, including the conduct of informa-
tional and enrollment activities as di-
rected or approved by the Contracting 
Officer. 

[70 FR 41152, July 18, 2005] 

2131.205–41 Taxes. 
(a) FAR 31.205–41, as modified in 

paragraphs (b) through (e), is applica-
ble to contracts in the FEGLI Pro-
gram. 

(b) As long as 5 U.S.C. 8714(c) or other 
Federal law prohibits the imposition of 
taxes, fees, or other monetary pay-
ments on FEGLI Program premiums by 
any State, the District of Columbia, 
the Commonwealth of Puerto Rico, or 
any other political subdivision or gov-
ernmental authority of those entities, 
payment of such preempted tax is an 
unallowable expense under FAR 31.205– 
41(b)(3). 

(c) Paragraph (b)(1) of FAR 31.205–41 
is not applicable to the FEGLI Pro-
gram. 

(d) Notwithstanding any other provi-
sion in FAR 31.205–41, the portion of 
the contractor’s income or excess prof-
its taxes allocated to the FEGLI Pro-
gram, except those allocated to the 
risk charge or the service charge, are 
allowable costs under the FEGLI Pro-
gram, including any income or excess 
profit taxes that arise from the oper-
ation of this paragraph. Income or ex-
cess profits taxes allocated to the risk 
charge or the service charge are not al-
lowable costs. 

(e) Notwithstanding any other provi-
sion in FAR 31.205–41, an amount equal 
to the ‘‘DAC Tax’’ is an allowable tax 
expense under FAR 31.205–41. ‘‘DAC 
Tax’’ means an amount equal to: (1) 
the amount of the contractor’s Fed-
eral, state, and local income tax allo-
cated to payments under the FEGLI 
Program, less (2) the amount of the 
contractor’s Federal, state, and local 
income tax allocated to payments 
under the FEGLI Program computed 
without regard to the operation of 26 
U.S.C. 848, which requires that certain 
policy acquisition expenses be capital-
ized over a 60- or 120-month period, plus 
(3) the amount of the increase, if any, 
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in the contractor’s Federal, state, and 
local income tax that results from the 
operation of this section 2131.205–41(e). 

2131.205–43 Trade, business, technical 
and professional activity costs. 

(a) FEGLI Program contractors shall 
seek the advance written approval of 
the contracting officer for allowability 
of all or part of the costs associated 
with trade, business, technical, and 
professional activities when the allo-
cable costs of such participation to the 
FEGLI Program will exceed $2,500 an-
nually and the contractor allocates 
more than 50 percent of the member-
ship cost of a trade, business, tech-
nical, or professional organization to 
the FEGLI Program. 

(b) When approval of costs for mem-
bership in an organization is required, 
the contractor must demonstrate con-
clusively that membership in such an 
organization and participation in its 
activities extend beyond the contrac-
tual relationship with OPM, have a 
reasonable relationship to providing 
services to FEGLI Program insureds, 
and that the organization is not en-
gaged in activities such as those cited 
in FAR 31.205–22 (lobbying costs) for 
which costs are not allowable. 

2131.205–70 Major subcontractor serv-
ice charge. 

In a subcontract for enrollment and 
eligibility determinations, administra-
tion of claims and payment of benefits 
and any other subcontract for which 
prior approval is necessary, when costs 
are determined on the basis of actual 
costs incurred, any amount that ex-
ceeds the allowable cost of a major sub-
contract (whether entitled service 
charge, incentive fee, profit, fee, sur-
plus, or any other title) is not allow-
able under the contract. Amounts 
which exceed allowable costs may be 
paid to a major subcontractor only 
from the risk charge or service charge 
negotiated between OPM and the con-
tractor. 

2131.205–71 Reinsurer administrative 
expense costs. 

A charge of $500 per policy year per 
reinsurer of the FEGLI Program as set 
forth in the contract is an allowable 
cost when documented through an in-

ternal accounting entry of the con-
tractor and actually paid. This amount 
is deemed to be sufficient to reimburse 
reinsurers for the minor administrative 
expenses incurred in reinsuring the 
FEGLI Program. 

2131.270 Contract clauses. 
The clause at 2152.231–70 shall be in-

serted in all FEGLI Program contracts. 

PART 2132—CONTRACT 
FINANCING 

Subpart 2132.1—General 

Sec. 
2132.170 Recurring premium payments to 

contractors. 
2132.171 Contract clause. 

Subpart 2132.6—Contract Debts 

2132.607 Tax credit. 
2132.617 Contract clause. 

Subpart 2132.7—Contract Funding 

2132.770 Insurance premium payments and 
special contingency reserve. 

2132.771 Non-commingling of FEGLI Pro-
gram funds. 

2132.772 Contract clause. 

Subpart 2132.8—Assignment of Claims 

2132.806 Contract clause. 

AUTHORITY: 5 U.S.C. 8716; 40 U.S.C. 486(c); 48 
CFR 1.301. 

SOURCE: 58 FR 40379, July 28, 1993, unless 
otherwise noted. 

Subpart 2132.1—General 
2132.170 Recurring premium pay-

ments to Contractors. 
(a) OPM will make payments on a 

letter of credit (LOC) basis. OPM and 
the Contractor will concur on an esti-
mate of benefits and administrative 
costs plus the fixed service or risk 
charge for the forthcoming contract 
year, as specified in the contract. The 
annual premium to the Contractor, 
based on this estimate, will be credited 
to the Contractor’s LOC account in 12 
equal monthly installments due on the 
first business day of each month and 
available for drawdown. OPM will cred-
it the Contractor’s LOC account for the 
December payment no later than the 
last business day of each calendar year. 
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Following the close of the contract 
year, a reconciliation of premiums, 
benefits, and other costs will be per-
formed as a limited cost redetermina-
tion. In addition, interest distribution 
payments will be made available for 
Contractor drawdown from the LOC ac-
count. The Contractor will use the LOC 
account in accordance with guidelines 
issued by OPM. 

(b) Withdrawals from the LOC ac-
count for benefit costs of $5,000 or more 
will be made on a claims-paid basis. 
Withdrawals from the LOC account for 
benefit costs of less than $5,000 and 
other FEGLI Program disbursements 
will be made on a checks-presented 
basis. Under a checks-presented basis, 
drawdown on the LOC is delayed until 
the checks issued for FEGLI Program 
disbursements are presented to the 
Contractor’s bank for payment. 

(c) Nothing in this chapter will affect 
the ability of the Contractor to hold 
the special contingency reserve estab-
lished and maintained in accordance 
with the terms of 5 U.S.C. 8712. 

[70 FR 41153, July 18, 2005] 

2132.171 Contract clause. 

The clause at 2152.232–70 shall be in-
serted in all FEGLI Program contracts. 

Subpart 2132.6—Contract Debts 

2132.607 Tax credit. 

FAR 32.607 has no practical applica-
tion to FEGLI Program contracts. The 
statutory provisions at 5 U.S.C. 8707 
and 8708 authorize joint enrollee and 
Government contributions to the Em-
ployees’ Life Insurance Fund. Because 
the Fund is comprised of contributions 
by enrollees as well as the Govern-
ment, contractors may not offset debts 
to the Fund by a tax credit that is sole-
ly a Government obligation. 

2132.617 Contract clause. 

The clause at FAR 52.232–17 is modi-
fied in FEGLI Program contracts to ex-
clude the parenthetical phrase ‘‘(net of 
any applicable tax credit under the In-
ternal Revenue Code (26 U.S.C. 1481)).’’ 

Subpart 2132.7—Contract Funding 

2132.770 Insurance premium payments 
and special contingency reserve. 

Insurance premium payments and a 
special contingency reserve are made 
available to FEGLI Program contrac-
tors in accordance with 5 U.S.C. 8712 
and 8714. 

2132.771 Non-commingling of FEGLI 
Program funds. 

(a) FEGLI Program funds must be 
maintained in such a manner as to be 
separately identifiable from other as-
sets of the Contractor. Cash and invest-
ment balances reported on the FEGLI 
Program Annual Financial Report 
must be supported by the Contractor’s 
books and records. 

(b) This requirement may be modi-
fied by the Contracting Officer in ac-
cordance with the clause at 2152.232–71 
of this chapter when adequate account-
ing and other controls are in effect. If 
the requirement is modified, such 
modification will remain in effect until 
rescinded by OPM. 

[70 FR 41153, July 18, 2005] 

2132.772 Contract clause. 

The clause at 2152.232–71 shall be in-
serted in all FEGLI Program contracts. 

Subpart 2132.8—Assignment of 
Claims 

2132.806 Contract clause. 

The clause set forth in 2152.232–72 
shall be inserted in all FEGLI Program 
contracts. 

PART 2133—PROTESTS, DISPUTES, 
AND APPEALS 

AUTHORITY: 5 U.S.C. 8716; 40 U.S.C. 486(c); 48 
CFR 1.301. 

Subpart 2133.2—Disputes and 
Appeals 

2133.270 Designation of Board of Con-
tract Appeals. 

The Armed Services Board of Con-
tract Appeals [ASBCA] serves as the 
board of contract appeals for the 
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FEGLI Program. The rules of proce- dure followed in a dispute shall be 
those prescribed by the ASBCA. 

[58 FR 40379, July 28, 1993] 
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