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The Joint Fiscal Office (JFO) is a nonpartisan 
legislative office dedicated to producing unbiased 
fiscal analysis – this presentation is meant to 
provide information for legislative consideration, 
not to provide policy recommendations
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Before we dive in…
• Before FY 2023, OPEB was funded on a “pay-go” basis with minimal, ad hoc prefunding. 

• Only the current year premium costs were paid. Minimal opportunity to leverage investment growth to fund benefits.

• Act 114 (2022) established a prefunding policy for OPEB that is structured similarly to how the pension system 
funding is calculated.

• Like with pensions, the OPEB Actuarially Determined Employer Contribution (ADEC) has two components:
• Normal cost and administrative expenses
• Amortization payment on the unfunded liability

• Active employees do not contribute to OPEB. Instead, they pay a share of premium costs once enrolled in health 
care benefits in retirement. Subsidies are tiered based on years of service. 

• The unfunded liability is calculated to be paid off by FY 2048, with payments increasing 3% annually.

• When all else is equal, the ADEC is expected to increase roughly in parallel with payroll growth (i.e., a stable 
percentage of payroll) due to the State’s funding methods.

• VSERS OPEB ADEC is funded across the funds that support the active payroll (approx. 40% from General Fund)
• Embedded in the personnel budgets of State agencies and charged back through a payroll assessment.

• VSTRS ADEC is split – Normal Cost paid by Education Fund, Unfunded Liability paid by General Fund
• Appropriated from the Ed Fund and General Fund in the Big Bill.
• A portion is also paid by LEAs via an assessment for teachers hired after July 1, 2015
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Gains and Losses During FY 2025
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Investment Performance
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