




































































































































































16.

BOROUGH OF HILLSDALE
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018 AND 2017
(Continued)

OPEB Liabilities, OPEB Expenses and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to OPEB

Long-Term Expected Rate of Return

As the OPEB plan only invests in the State of New Jersey Cash Management Fund, the long-term expected rate
of return on OPEB investments was based off the best-estimate ranges of future real rates of return (expected
returns, net of OPEB plan investment expense and inflation) for cash equivalents, which is 1.00% and 1.00% as
of June 30, 2018 and 2017, respectively.

Discount rate. The discount rate used to measure the total pension liability was 3.87% and 3.58% as of June 30,
2018 and 2017, respectively.

The discount rate represents the municipal bond return rate as chosen by the Division. The source is the Bond
Buyer Go 20-Bond Municipal Bond Index, which includes tax-exempt general obligation municipal bonds with
an average rating of AA/Aa or higher. As the long-term rate of return is less than the municipal bond rate, it is
not considered in the calculation of the discount rate, rather the discount rate is set at the municipal bond rate.

Sensitivity of Net OPEB Liability to Changes in the Discounts Rate

The following presents the Borough's proportionate share of the OPEB net liability as of December 31,2018 and
2017 calculated using the discount rate of 3.87% and 3.58%, respectively, as well as what the Borough's
proportionate share of the net OPEB liability would be if it were calculated using a discount rate that is 1-

percentage-point lower or 1-percentage-point higher than the current rate:

June 30, 2018

1% Decrease Rate 1% Increase
2.87% 3.87% 4.87%
Borough's proportionate share of the net OPEB
liability $ 14,908,898 $ 12,707,194 $ 10,948,531

June 30, 2017

Rate 1% Increase
3.58% 4.58%
‘Borough's proportionate share of the net OPEB
liability $ 18,821,013 $ 15,956,368 $ 13,683,298

The sensitivity analysis was based on the proportionate share of the Borough's net OPEB liability at June 30,
2018 and 2017. A sensitivity analysis specific to the Borough's net OPEB liability was not provided by the Plan.

See independent auditor’s report.
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16.

BOROUGH OF HILLSDALE
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018 AND 2017
(Continued)

OPEB Liabilities, OPEB Expenses and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to OPEB

Sensitivity of Net OPEB Liability to Changes in the Healthcare Trend Rate

The following presents the Borough's proportionate share of the OPEB net liability as of June 30, 2018 and 2017
calculated using the healthcare trend rates as disclosed above as well as what the Borough's proportionate share
of the net OPEB liability would be if it were calculated using healthcare trend rates that are 1-percentage-point
lower or 1-percentage-point higher than the current rate
Health Cost Trend Rates

1% Decrease 1% Increase
Borough's proportionate share ofthe net OPEB
liability $ 10,599,837 $ 12,707,194 $ 15,434,427

Health Cost Trend Rates
1% Decrease 1% Increase

Borough's proportionate share of the net OPEB
liability $ 13,260,176 $ 15,956,368 $ 19,467,081

The sensitivity analysis was based on the proportionate share of the Borough's net OPEB liability at June 30,
2018 and 2017.

Special Funding Situation

Under N.J.S.A. 43:3C-24 the Borough is responsible for their own OPEB contributions based on actuarially
determined amounts, except where legislation was passed which legally obligated the State to make contributions
if certain circumstances occurred. The legislation which legally obligates the State is as follows: Chapter 330,
P.L. 1997 and Chapter 271, P.L., 1989. Under Chapter 330, P.L. 1997, the State pays the premiums or periodic
charges for the qualified local police and firefighter retirees and dependents equal to 80 percent of the premium
of periodic charge for the category of coverage elected by the qualified retiree under the State managed care plan
or a health maintenance organization patticipating in the program providing the lowest premium or periodic
charge. The State also provides funding for retiree health benefits to survivors of local police officers and
firefighters who die in the line of duty under Chapter 271, P.L. 1989. The amounts contributed on behalf of the
Borough by the State under this legislation is considered to be a special funding situation as defined by GASB
Statement No. 75 and the State is treated as a non-employer contributing entity. Accordingly, the Borough's
proportionate share percentage of the net pension liability, deferred outflows and inflows determined under GASB
Statement No. 75 is zero percent and the State's proportionate share is 100% of OPEB under this legislation.

At December 31, 2018, the State's proportionate share of the net OPEB liability attributable to the Borough for
the OPEB special funding situation is $0. For the year ended December 31, 2017 the plan has determined the
State's proportionate share of the OPEB expense attributable to the Borough for the OPEB special funding
situation is $0. At December 31, 2018, (measurement date June 30, 2018), the State's share of the OPEB liability
attributable to the Borough was .0 percent. The State's proportionate share attributable to the Borough was
developed based on eligible plan members subject to the special funding situation. This data takes into account
active members from both participating and non-participating employer locations and retired members currently
receiving OPEB benefits.

See independent auditor’s report.
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