Fund 73030: OPEB Trust

F Fund 73030, OPEB Trust, accounts for the cost of other post-employment benefits (OPEBS)
ocus including health care, life insurance, and other non-pension benefits offered to retirees, such as the
County’s retiree health benefit subsidy.

The County’s financial statements are required to implement Governmental Accounting Standards
Board (GASB) statements related to the reporting of other post-employment benefits. These GASB
standards require that the County accrue the cost of other post-employment benefits during the
period of employees’ active service, as the benefits are earned, and disclose the unfunded actuarial
accrued liability to accurately account for the total future cost of these benefits and their financial
impact on the County. This funding methodology mirrors the funding approach used for pension
benefits. A valuation is performed to calculate the County’s actuarial accrued liability (AAL) and the
associated actuarially determined Annual Required Contribution (ARC). The AAL and ARC are
calculated annually, and may be adjusted to reflect benefit enhancements, medical trend experience,
and updates to actuarial assumptions. It is the County’s policy to fund the actuarially determined
contribution each year. When the plan is fully funded or overfunded, required contributions may be
reduced to an amount equal to normal cost, consistent with actuarial guidance and the County’s
funding policy.

The actuarial valuation as of July 1, 2025, calculated the County's actuarial accrued liability,
excluding the Fairfax County Public Schools portion, at approximately $254.5 million. This amount
is fully funded, with plan assets of $468.2 million, resulting in excess plan assets of $213.6 million
and a negative unfunded actuarial accrued liability, as shown in the table below.

Valuation Results as of July 1, 2025
(in thousands)

Actuarial Accrued Liability $254,548
Plan Assets 468,159

Unfunded Actuarial Accrued Liability ($213,611)

The July 1, 2025, AAL of $254.5 million represents a significant decrease from the July 1, 2024, AAL
of $459.5 million. This reduction is primarily attributable to the transition of the Employer Group
Waiver Plan (EGWP) program for Medicare retiree prescription drug coverage from a self-insured to
a fully-insured model, partially offset by updated actuarial assumptions based on recent experience.
The County’s assumed actuarial rate of return is 6.25 percent, with an amortization period of 20
years. While the AAL fluctuates from year to year, the County continues to demonstrate a strong
commitment to improving its funded position. As a result of these changes, the funded ratio of the
County’s OPEB liabilities were 183.9 percent funded as of July 1, 2025, reflecting the long-term
sustainability of the OPEB Trust Fund since its inception.

Effective calendar year 2026, the County transitioned the Employer Group Waiver Plan (EGWP) for
Medicare retiree prescription drug coverage from a self-insured to a fully insured model, reducing
long-term exposure to prescription drug cost volatility. Under the fully insured arrangement, federal
EGWP subsidies are reflected indirectly through insurance carrier pricing rather than received
directly by the County. As a result, EGWP-related costs and associated federal subsidies are
excluded from the actuarial valuation, as the County’s obligation under the fully insured arrangement
is limited to the payment of premiums rather than underlying prescription drug claims. This structural
change contributes to a lower AAL and an improved funded ratio relative to prior plan designs.

The actuarial accrued liability includes both the explicit retiree health benefit subsidy paid to County
retirees and the liability associated with an implicit subsidy provided to retirees. As premiums for the
County’s self-insured health plans are set using the blended experience of active employees and
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retirees, retiree premiums are lower than they would be if based solely on retiree experience. GASB
standards require that the County calculate and include the resulting implicit subsidy liability.
Differences between actuarial assumptions and actual claims experience and premiums are the
primary drivers of changes in the implicit subsidy liability. Favorable claims experience relative to
assumptions may result in a decline in the implicit subsidy liability, while unanticipated increases in
retiree claims could increase the liability. Similar to pension benefits, the impact of these differences
is projected over the amortization period, which magnifies the effect of year-to-year changes. |t
should be noted that the County is credited an effective contribution towards the ARC each year to
recognize actual expenses incurred related to the implicit subsidy.

The FY 2026 ARC has been calculated at $0, a decrease of $17.0 million from the FY 2025 ARC.
Although the plan is fully funded and the ARC has been reduced to zero, the County will continue
funding the normal cost associated with the explicit subsidy for active members. The 2026 normal
cost for the explicit subsidy for retiree health insurance is estimated at $2.7 million and will be funded
through a combination of a General Fund transfer and contributions from other funds. The FY 2027
Advertised Budget Plan includes a General Fund transfer of $2.4 million and contributions from other
funds totaling $0.3 million. Retiree life insurance and the implicit subsidy contributions are funded
outside the OPEB fund. The implicit subsidy contribution is calculated by the County’s actuaries
after the close of the fiscal year and is projected to decrease to $3.8 million, primarily due to the
administrative changes to the retiree plans, including the EGWP transition.

After evaluating multiple alternatives for prudently investing and accumulating resources for OPEB,
County staff recommended, and the Board of Supervisors approved on February 25, 2008, County
participation in the Virginia Pooled OPEB Trust Fund in cooperation with the Virginia Municipal
League (VML)/Virginia Association of Counties (VACo) Finance Program and other jurisdictions in
the Commonwealth of Virginia. The County is represented on the Board of Trustees of the pooled
trust and actively participates in governance and investment decision-making. The Virginia Pooled
OPEB Trust Fund is used solely for investment purposes; funds accumulated for OPEB are still
accounted for in Fund 73030.

Retiree Health Benefit Subsidy

The County provides monthly subsidy payments to eligible retirees to help pay for health insurance
in a County health plan. The current monthly subsidy, approved in FY 2018, commences at age 55
and varies by length of service as detailed in the following table. Employees who retired prior to July
1,2003, are eligible for the greater of the amounts shown in the table below and an amount calculated
based on the subsidy structure that was in place prior to July 2003. The retiree health benefit subsidy
is provided to retirees on a discretionary basis, and the Board of Supervisors reserves the right to
reduce or eliminate the benefit in the future if the cost of the subsidy becomes prohibitive or an
alternative is chosen to aid retirees in meeting their health insurance needs.

Retiree Health Benefit Subsidy

Years of Service at Monthly
Retirement Subsidy
5t09 $40
10 to 14 $75
15t0 19 $165
20to 24 $200
25 or more $230

In FY 2006, the Board of Supervisors approved an additional benefit to Health Department
employees who remained in the Virginia Retirement System (VRS) after their conversion from state
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Budget and
Staff Resources

FY 2027
Funding
Adjustments

to County employment in 1995. Current and future retirees who participate in a County health plan
are eligible to receive the differential between the County retiree health benefit subsidy for which the
employee is eligible based on years of service, as shown in the table above, and that provided by
VRS, which has a maximum of $120 per month. Furthermore, effective July 1, 2006, the County
began providing the maximum retiree health benefit subsidy shown in the table above to those police
officers who were hired before July 1, 1981 and retired or will retire with full retirement benefits with
at least 20, but less than 25, years of service. These police officers previously received a subsidy of
$190 per month.

During FY 2027, the average number of subsidy recipients, including new retirees who are eligible
to receive the retiree health benefit subsidy, is expected to increase by 151, or 3.2 percent, from
4,686 in FY 2026 to 4,837 in FY 2027. Estimates of the average number of subsidy recipients are
based on a review of the projected number of retirements and health subsidy eligibility for personnel
already retired from the Fairfax County Employees’, Uniformed, and Police Officers Retirement
Systems. Retirees who become eligible to receive the subsidy are paid based on the period of
eligibility within the fiscal year, which may or may not comprise a full year of payments.

FY 2025 FY 2026 FY 2026 FY 2027
Category Actual Adopted Revised Advertised

FUNDING
Expenditures:
Personnel Services $155,514 $161,064 $161,064 $167,213
Operating Expenses 22,357,663 16,392,785 16,392,785 15,672,501
Total Expenditures $22,513,177  $16,553,849  $16,553,849  $15,839,714

AUTHORIZED POSITIONS/FULL-TIME EQUIVALENT (FTE)
Regular 171 171 1/1 171

The following funding adjustments from the FY 2026 Adopted Budget Plan are necessary to support
the FY 2027 program:

Employee Compensation $6,149
Anincrease of $6,149 in Personnel Services is required to reflect the cost of employee compensation
increases. This amount includes $3,802 for a 2.00 percent cost of living adjustment (COLA) for all
eligible employees, effective the first full pay period in July 2026. Also included is $2,347 for
performance-based and longevity increases for non-uniformed merit employees, effective the first
full pay period in July 2026, as well as other compensation adjustments for non-uniformed
employees. For more information on the County’s compensation plans as well as specific details for
those employees covered under the Collective Bargaining Agreements, please see the Advertised
Budget Summary in the Overview Volume.

Benefits Paid ($738,826)
A decrease of $738,826 in Benefits Paid reflects changes to the EGWP structure in calendar year
2026, which eliminated certain EGWP-related retiree subsidies previously reflected in benefit
payments. This decrease is partially offset by a projected increase in the number of retirees receiving
the retiree health benefits subsidy, as well as year-to-date FY 2026 experience.

FY 2027 Fairfax County Advertised Budget Plan (Vol. 2) - 424



Fund 73030: OPEB Trust

Changes to
FY 2026

Adopted
Budget Plan

Position Detail

Administrative Expenses $18,542
An increase of $18,542 in Operating Expenses is primarily associated with anticipated increases in
investment services.

General Fund Transfer

The FY 2027 budget for Fund 73030, OPEB Trust, requires a General Fund Transfer of $2,408,371,
a decrease of $4,091,629 from the FY 2026 Adopted Budget Plan based on annual normal cost
contribution requirements. This transfer, combined with contributions from other funds, is expected
to fully meet the FY 2027 funding requirements.

The following funding adjustments reflect all approved changes in the FY 2026 Revised Budget Plan
since passage of the FY 2026 Adopted Budget Plan. Included are all adjustments made as part of
the FY 2025 Carryover Review and all other approved changes through December 31, 2025.

There have been no adjustments to this fund since approval of the FY 2026 Adopted Budget
Plan.

The EY 2027 Advertised Budget Plan includes the following positions:

1 Accountant lll

The 1/1.0 FTE Accountant IIl position resides in the Retirement Administration Agency and is financed by Fund 73030,
OPEB Trust.
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FUND STATEMENT
FY 2026 FY 2026 FY 2027
FY 2025 Adopted Revised Advertised
Category Actual Budget Plan Budget Plan Budget Plan
Beginning Balance $433,249,269 $429,191,286 $468,158,549 $469,454,554
Revenue:
CMS Medicare Part D Subsidy’ $4,142,430 $3,596,972 $3,596,972 $0
Return on Investments 1,890,733 5,736,900 5,736,900 1,890,733
Implicit Subsidy? 8,525,933 0 0 0
Other Funds Contributions 515,020 2,015,982 2,015,982 327,629
Total Realized Revenue $15,074,116 $11,349,854 $11,349,854 $2,218,362
Unrealized Gain/(Loss)'2 $35,798,341 $0 $0 $0
Total Revenue $50,872,457 $11,349,854 $11,349,854 $2,218,362
Transfers In:
General Fund (10001) $6,550,000 $6,500,000 $6,500,000 $2,408,371
Total Transfers In $6,550,000 $6,500,000 $6,500,000 $2,408,371
Total Available $490,671,726 $447,041,140 $486,008,403 $474,081,287

Expenditures:

Benefits Paid $13,531,565 $15,888,826 $15,888,826 $15,150,000
Implicit Subsidy’ 8,525,933 0 0 0
Administrative Expenses 455,679 665,023 665,023 689,714
Total Expenditures $22,513,177 $16,553,849 $16,553,849 $15,839,714
Total Disbursements $22,513,177 $16,553,849 $16,553,849 $15,839,714
Reserved Ending Balance? $468,158,549 $430,487,291 $469,454,554 $458,241,573

"In order to account for revenues and expenditures in the proper fiscal year, audit adjustments in the amount of $14,634,092.33 have been reflected as an
increase to FY 2025 revenue to accurately record Medicare subsidy in the proper fiscal period and the unrealized appreciation of investments as of June
2025. An audit adjustment in the amount of $8,525,933.00 has been reflected as an increase to both FY 2025 revenues and expenditures. This adjustment,
which nets to $0, is required to accurately reflect the County’s contribution and benefit payments for the implicit subsidy to retirees. The Annual
Comprehensive Financial Report (ACFR) reflects all audit adjustments in FY 2025. Details of the audit adjustments will be included in the FY 2026 Third
Quarter Package.

2Unrealized gain/(loss) is reflected as an actual revenue at the end of the fiscal year.

3The Reserved Ending Balance in Fund 73030, OPEB Trust, represents the amount of assets held in reserve by the County to offset the estimated Actuarial
Accrued Liability for other post-employment benefits. The $458.2 million reserve in FY 2027 is applied toward the liability of $254.5 million calculated as of
July 1, 2025.
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