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United States Code, in support of Oper-
ation Desert Storm. 

[33 FR 12510, Sept. 4, 1968, as amended at 47 
FR 30963, July 16, 1982; 49 FR 1047, Jan. 9, 
1984; 52 FR 3399, Feb. 4, 1987; 52 FR 39497, Oct. 
22, 1987, and 53 FR 32368, Aug. 25, 1988; 54 FR 
7756, Feb. 23, 1989; 55 FR 39131, Sept. 25, 1990; 
56 FR 10143, Mar. 11, 1991; 56 FR 25997, June 
6, 1991; 57 FR 10611, Mar. 27, 1992; 58 FR 39607, 
July 23, 1993; 60 FR 45658, Sept. 1, 1995; 61 FR 
37808, July 22, 1996; 61 FR 64454, Dec. 5, 1996; 
64 FR 31488, June 11, 1999; 68 FR 56525, Oct. 1, 
2003; 69 FR 56929, Sept. 23, 2004] 

§ 890.503 Reserves. 
(a) The enrollment charge consists of 

the rate approved by OPM for payment 
to the plan for each enrollee, plus 4 
percent, of which one part is for an ad-
ministrative reserve and 3 parts are for 
a contingency reserve for the plan. 

(b) The administrative reserve is 
credited with the one one-hundred-and- 
fourth of the enrollment charge set 
aside for the administrative reserve. 
The administrative reserve is available 
for payment of administrative expenses 
of OPM incurred under this part, and 
for such other purposes as may be au-
thorized by law. 

(c)(1) Contingency reserve. The contin-
gency reserve for each plan is credited 
with— 

(i) The three one-hundred-and- 
fourths of the enrollment charge set 
aside for the contingency reserve from 
the enrollment charges for employees 
and annuitants enrolled for that plan; 

(ii) Amounts transferred in accord-
ance with law from other contingency 
reserves and the administrative re-
serve; 

(iii) Income from investment of the 
reserve; 

(iv) Its proportionate share of the in-
come from investment of the adminis-
trative reserve; and 

(v) Any return of reserves of the plan. 
(2) Contingency reserve minimum bal-

ance. The preferred minimum balance 
for the contingency reserve for commu-
nity-rated plans is 1 month’s subscrip-
tion charges at the average recurring 
monthly rate paid from the Employees 
Health Benefits Fund for the plan dur-
ing the most recent contract period. 
The preferred minimum balance for the 
contingency reserve for experience- 
rated plans is 11⁄2 times an amount 
equal to the sum of an average month’s 

paid claims plus an average month’s 
administrative expenses and reten-
tions, as determined under paragraph 
(c)(3) of this section. Amounts in excess 
of the preferred minimum balance for a 
contingency reserve account may be 
used with respect to the plan from 
which the reserve derives: To defray in-
creases in future rates; to increase plan 
benefits, or to reduce contributions of 
eligible subscribers and the Govern-
ment under the program through de-
vices such as temporary suspension of, 
or reduction in, required contributions 
or a refund of contributions to eligible 
subscribers and the Government. 

(3) OPM/carrier reserve transfers. The 
target level for total reserves of an ex-
perience-rated plan is 31⁄2 times an 
amount equal to the sum of an average 
month’s paid claims plus an average 
month’s administrative expenses and 
retentions. Reserves include funds set 
aside for incurred-but-unpaid benefit 
claims and the ‘‘special’’ reserve rep-
resenting the cumulative difference be-
tween income to the plan (subscription 
income plus interest on investments) 
and plan expenses (benefit costs plus 
administrative expenses and reten-
tions). Included as carrier reserves is 
the balance in the letter of credit 
(LOC) account maintained by OPM for 
the plan. For the purposes of this sec-
tion, an average month’s paid claims is 
one-sixth of the total claims paid dur-
ing the last 6 months of the most re-
cent contract period, and an average 
month’s administrative expenses and 
retentions is one-twelfth of the admin-
istrative expenses and retentions for 
the most recent contract period. 

(i) When, as of the end of a contract 
period, the total of all the reserves for 
an experience-rated plan is less than 
the target level described in the first 
four sentences of paragraph (c)(3) of 
this section, the carrier is entitled to 
payment from the contingency reserve. 
Such contingency reserve payment 
shall equal the lesser of: An amount 
equal to the difference between the tar-
get level for the plan’s reserves and the 
total of the reserves for the plan, or an 
amount equal to the excess, if any, of 
the contingency reserve over the pre-
ferred minimum balance. OMP must 
authorize this payment promptly after 
accepting the accounting statement for 
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the contract period. The contingency 
reserve payment so authorized will be 
made available to the carrier’s LOC ac-
count. 

(ii) When, as of the end of a contract 
period, the total of all reserves of an 
experience-rated plan amounts to more 
than the plan’s target level, the excess 
over the plan’s target level must be 
credited to the contingency reserve 
maintained by OPM for the plan. OPM 
will withdraw the excess amount from 
the plan’s LOC account, based on re-
porting in the annual accounting state-
ment for the year, no sooner than May 
1, of the following year. If the account-
ing statement is not filed by the time 
limit specified in the plan’s contract 
with OPM, OPM will estimate the 
amount of the excess reserves and may 
withdraw that amount from the plan’s 
LOC account, or begin the process of 
offsetting that amount from subscrip-
tion payments, no sooner than May 1. 
The amount withdrawn from the plan’s 
LOC account, or offset from subscrip-
tion payments, will be credited to that 
plan’s contingency reserve. 

(4) OPM may, by agreement with the 
carrier, approve community rating for 
a comprehensive plan. If the contin-
gency reserve of the carrier of a com-
munity-rated plan exceeds the pre-
ferred minimum balance, as described 
in paragraph (c)(2) of this section, the 
carrier may request OPM to pay to the 
plan a portion of the reserve not great-
er than the excess of the contingency 
reserve over the preferred minimum 
balance. The carrier shall state the 
reason for the request. OPM will decide 
whether to allow the request in whole 
or in part and will advise the plan of 
its decision. 

(5) Special contingency reserve trans-
fers. In addition to those amounts, if 
any, paid under paragraphs (c)(2) 
through (c)(4) of this section, OPM may 
authorize such other payments from 
the contingency reserve as in the judg-
ment of OPM may be in the best inter-
est of employees and annuitants en-
rolled in the program. A carrier for a 
plan may apply to OPM at any time for 
a payment from the contingency re-
serve when the carrier has good cause, 
such as unexpected claims experience 
and variations from expected commu-
nity rates. In the administration of 

this part, OPM will accord a high pri-
ority to deciding whether to allow re-
quests under this paragraph in whole 
or in part and will promptly advise the 
carrier of its decision. Amounts paid 
from the contingency reserve under 
paragraphs (c)(2) through (5) of this 
section shall be reported as subscrip-
tion income in the year in which paid. 
By agreement with the carrier and 
where good cause exists, OPM may ac-
cept payment from carrier reserves for 
credit to the contingency reserve in an 
amount and under conditions other 
than those specified in paragraph (c) of 
this section. For carriers funded by 
LOC, the returned amount will be with-
drawn from the plan’s LOC account. 

[33 FR 12510, Sept. 4, 1968, as amended at 37 
FR 20668, Oct. 3, 1972; 43 FR 52460, Nov. 13, 
1978; 51 FR 7430, Mar. 4, 1985; 52 FR 3212, Feb. 
3, 1987; 54 FR 52339, Dec. 21, 1989; 55 FR 22891, 
June 5, 1990; 57 FR 14324, Apr. 20, 1992] 

§ 890.504 Disposition of contingency 
reserves upon reorganization or 
merger of plans. 

Upon reorganization or merger of a 
plan, OPM must credit to the surviving 
plan the reserves of the reorganized or 
merged plan. If more than one plan sur-
vives, the reserves must be divided 
among the surviving plans in propor-
tion to the number of enrollees con-
tinuing to subscribe to the surviving 
plans. 

[54 FR 52339, Dec. 21, 1989; 55 FR 22891, June 
5, 1990] 

§ 890.505 Recurring premium pay-
ments to carriers. 

The procedures for payment of pre-
miums, contingency reserve, and inter-
est distribution to FEHB Program car-
riers shall be those contained in 48 CFR 
subpart 1632.170. 

[57 FR 14324, Apr. 20, 1992] 

Subpart F—Transfers From Retired 
Federal Employees Health 
Benefits Program 

§ 890.601 Coverage. 
An annuitant (a retired employee or 

survivor under part 891 of this chapter) 
who is enrolled, or is eligible to enroll, 
under the Retired Federal Employees 
Health Benefits Program (part 891 of 
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