
OPEB Plans offer benefits to former or retired 
employees other than pensions. These 
benefits are primarily healthcare benefits 
but often also include dental insurance, life 
insurance, and other ancillary benefits. You 
are required to have an actuary value these 
benefits for financial statement reporting, 
but they can also provide consulting services 
regrading plan design, pre-funding benefits, 
etc. 
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What is an OPEB Plan?

Two key rates are used in the calculation - the 20-
year municipal bond index rate and the long-term 
rate of return on plan assets. For most plan spon-
sors, the discount rate will be a blend of those two 
figures. There are three funding scenarios that will 
determine the discount rate: 
• Fully funded plans - the discount rate will be the 

expected long-term rate of return (sum of infla-
tion and the long-term real rate of return).

• Partially funded plans - the discount rate will 
be a blended rate equivalent to discounting all 
expected future benefits payments that may be 
funded by assets held in the OPEB Trust at the 
expected long-term rate of return with all other 
payments disounted using the 20-year index of 
yields on high-grade municipal bonds.  

• Unfunded plans - the discount rate will be the 
20-year index of yields on high-grade municipal 
bonds.

Would you like to see what a deferred 
pension funding scenario might look 
like for your OPEB plan?

Contact an Odyssey Consultant and we can 
put together a schedule to show you.

As a government entity that sponsors an Other Postemployment Benefits (OPEB) Plan, you're required to have an actuary 
perform a valuation, at a minimum, every other year. Part of the valuation requires your actuary to determine a specific dis-
count rate which is used to calculate your Total OPEB Liability (TOL). 

How is the Discount Rate Calculated?

What is TOL?

TOL stands for Total OPEB Liability. This is 
the portion, as determined by the Individual 
Entry Age Normal Actuarial Cost Method, of 
the Actuarial Present Value of benefits and 
expenses which are not provided for by 
future service costs. 

http://www.odysseyadvisors.com/contact/
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If you would like to get a free quote on Odyssey's valuation and reporting services, 
please reach out to one of our consultants here. 

1. The current level of assets held in the OPEB Trust. This is normally found on the OPEB Trust statement. 
A higher level of assets to current and future expected benefit payments will place more weight on the 
expected long-term real rate of return and less on the 20-year index of yields on high-grade municipal 
bonds. 

2. Expected future benefits payments. This is dependent on a variety of other assumptions including but 
not limited to: 
a. Current benefits payments
b. Demographics 
c. Healthcare inflation
d. Retiree contribution rate
e. Integration with Medicare 

3. Expected future contributions to the OPEB Trust by plan sponsor. This is the formal policy of the plan 
sponsor to contribute to the OPEB plan. Some entities have a statutory contribution obligation but for 
most this is a policy adopted by the municipal organization.

4. The asset allocation of funds held in the OPEB Trust and the expected long-term real rate of return 
by asset class.  The actuary seeks to forecast real rates of returns by asset class (e.g., large-cap growth 
equities, domestic bonds, private equity, etc.) and applies those to the target asset allocations for each 
asset class to determine the expected real rate of return for the porfolio. The actuary may seek guidance 
on this from the plan's investment professionals, use survey data, or other methods as appropriate. 

5. The 20-year index of yields on high-grade municipal bonds. This index changes daily and is subject to 
large swings so an unfunded plan is likely to see a volatile Total OPEB Liability from period to period. 

Top 5 Factors/Assumptions an Actuary Uses to Determine the Discount Rate Used to Cal-
culate the Total OPEB Liability (TOL)*

*This is not meant to be an exhaustive list of actuarial assumptions as some actuaries make more 
or less depending on the size of the group and the purpose of the valuation. 

http://odysseyadvisors.com/contact/

