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forth in accordance with procedures
provided in section 2115.370.

(d) OPM may approve one or more
life insurance companies that, in its
judgment, are best qualified to provide
life insurance coverage to Federal en-
rollees.

[68 FR 40375, July 28, 1993. Redesignated and
amended at 70 FR 41151, July 18, 2005]

Subpart 2115.3—Source Selection

2115.370 Applicability.

FAR subpart 15.3 has no practical ap-
plication to the FEGLI Program be-
cause prospective contractors (insur-
ance companies) are considered for in-
clusion in the FEGLI Program in ac-
cordance with criteria provided in 5
U.S.C. chapter 87, LIFAR 2109.7001, and
the following:

(a) Applications must be signed by an
individual with 1legal authority to
enter into a contract on behalf of the
company for the dollar level of claims
and expenses anticipated.

(b) Applications will be reviewed for
evidence of substantial compliance in
the following areas:

(1) Management: Stable management
with experience pertinent to the life
insurance industry and, in particular,
large group management; sufficient op-
erating experience to enable OPM to
evaluate past and expected future per-
formance.

(2) Marketing: Past ability to attract
and retain large group contracts;
steady or increasing amount of group
life insurance in force.

(3) Legal -expertise: Demonstrated
competence in researching, compiling,
and implementing various Federal and
State laws that may impact payment
of benefits; ability to defend legal chal-
lenges to payment of benefits.

(4) Financial condition: Establishment
of firm budget projections and dem-
onstrated success in keeping costs at
or below those projections on a regular
basis; evidence of the ability to sustain
operations in the future and to meet
obligations under the contract OPM
might enter into with the company;
adequate reserve levels; assets exceed-
ing liabilities.

(b) Establishment of office: Ability to
establish an administrative office capa-

2115.404-70

ble of assessing, tracking, and paying
claims.

(6) Internal controls: Ability to estab-
lish and maintain a system of internal
control that provides reasonable assur-
ance that the payment of claims and
other expenses will be in compliance
with legal, regulatory, and contractual
guidelines; funds, property, and other
FEGLI Program assets will be safe-
guarded against waste, loss, unauthor-
ized use, or misappropriation; and reve-
nues and expenditures applicable to
FEGLI Program operations will be
properly recorded and accounted for to
permit the preparation of timely and
accurate financial reporting and to
maintain accountability over assets.

[68 FR 40375, July 28, 1993. Redesignated and
amended at 70 FR 41151, July 18, 2005]

Subpart 2115.4—Contract Pricing

2115.402 Policy.

Pricing of FEGLI Program premium
rates is governed by 5 U.S.C. 8707, 8708,
8711, 8714a, 8714b, and 8714c. FAR sub-
part 15.4 will be implemented by apply-
ing cost analysis policies and proce-
dures. To the extent that reasonable or
good faith actuarial estimates are used
for pricing, such estimates will be
deemed acceptable and, if inaccurate,
will not constitute defective pricing.

[70 FR 41151, July 18, 2005]

2115.404-70 Profit.

(a) Risk charge. (1) Section 8711(d) of
title 5, United States Code, provides for
payment of a risk charge to FEGLI
Program contractors as compensation
for the risk assumed under the FEGLI
Program. It is appropriate to pay such
a charge when substantial risk is borne
by the contractor; that is, when the
balance in the Employees’ Life Insur-
ance Fund is no larger than five times
annual claims.

(2) The risk charge is determined by
agreement between the contractor and
OPM. The amount of risk charge shall
be specified in the contract.

(b) Waiver of the risk charge. (1) When
the Fund balance is greater than five
times annual claims, OPM and the con-
tractor may agree that the contractor
will relinquish the risk charge in favor
of a profit opportunity in the form of a
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