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Tera K. Klutz is the 57" Indiana Auditor of State and the first Certified Public Accountant to serve
as the state’s Chief Financial Officer. Appointed by Governor Eric J. Holcomb in January 2017
and elected to a four-year term in November 2018, Klutz is focused on providing accurate
information, maintaining and enhancing government transparency, and delivering great customer
service to ALL Hoosiers.

Prior to becoming the Auditor of State, Klutz served as the County Auditor in Allen County. First
elected in 2010 and again in 2014, Klutz streamlined the local government processes, reduced
debt, and maintained a balanced budget with responsible reserves. As County Auditor, Klutz was
very active in the Association of Indiana Counties’ Legislative Committee serving as the
Chairwoman where she oversaw and directed the Association’s legislative priorities.

During her second year as State Auditor, Klutz released an update to the Indiana Transparency
Portal which uses the latest in data delivery technology to provide a more accessible and in-depth
look at Indiana’s finances and assets using easy-to-understand dashboards to give a snapshot of
the data, while still offering the raw data in searchable fields.

Auditor Klutz also created an Internal Controls Department to review and document the
processes within the office in order to reduce the risk of misstatement or opportunities for fraud
within the state’s financial system.

Klutz holds a Bachelor's Degree in Accounting from Indiana University- Purdue University Ft
Wayne. She is married to Zach and they have 2 daughters; Alyx and Julian and a Goldendoodle
named Margo.
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(L-R Medal of Honor recipient SFC Sammy L. Davis, Indiana Auditor Tera Klutz, Indiana Governor Eric Holcomb)
In 2018, Governor Eric Holcomb presented the Sachem Award, Indiana’s highest civilian honor, to SCF Sammy
Davis.

Ninety-nine Hoosiers have received the Medal of Honor for distinguished service
and valor in the armed forces. The Medal of Honor was first presented in 1863,
and is the oldest continuously issued combat decoration of the United States.

In 2011, the nation’s first bridge to be named the “Medal of Honor Bridge” in
honor of all Medal of Honor recipients, was dedicated in Lafayette, Indiana.

Indiana’s own Sammy L. Davis received the Medal of Honor from President
Lyndon B. Johnson in 1968 for his heroism in Vietnam. Sergeant First Class Davis is
known by the nickname “the Real Forest Gump.”
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Aoucditor ()%/M _. ok Tera K. Klutz, cpa

December 19, 2018

Governor,
Members of the General Assembly,
Citizens of the State of Indiana:

We are proud to present the State of Indiana’s Comprehensive Annual Financial Report (CAFR) for fiscal
year ended June 30, 2018, prepared in conformity with Generally Accepted Accounting Principles (GAAP)
as prescribed in pronouncements by the Governmental Accounting Standards Board (GASB).

The Auditor of State in conjunction with the Indiana State Budget Agency are primarily and ultimately
responsible for the contents and presentation of this report, however, the responsibility for both the accuracy
of the data presented and completeness and fairness of the presentation rests with the state agencies that
provide the data. To the best of our knowledge, the information set forth in this report is accurate in all
aspects and is presented in a manner designed to set forth the financial position and results of operations of
the state as measured by the financial activity of its various funds.

The Indiana State Board of Accounts, considered by federal and state government to be independent
auditors, provides the Independent Auditor's Report on the financial statements included in the financial
section of this report and in the Federal Single Audit Report of the State of Indiana.

The state is responsible for ensuring that an adequate internal control structure is in place to provide
reasonable, but not absolute, assurance regarding: (1) the safeguarding of assets against loss from
unauthorized user disposition and (2) the reliability of financial records for preparing financial statements and
maintaining accountability for assets. The concept of reasonable assurance recognizes that the cost of
internal control should not exceed the benefits likely to be derived and that the evaluation of costs and
benefits requires management to make estimates and judgments.

This internal control structure is subject to periodic evaluation by management and internal audit staff of the
various state agencies. As part of the single audit, tests are made to determine the adequacy of the internal
control structure related to federal financial assistance programs, as well as to determine that the State of
Indiana has complied with applicable laws and regulations.

Generally Accepted Accounting Principles (GAAP) provide for two types of statements, government-wide
and fund statements. The government-wide statements use the full accrual basis of accounting and the
economic resources measurement focus. The governmental funds financial statements use the modified
accrual basis of accounting and the current financial resources measurement focus. In the government-wide
statements, infrastructure (roads, bridges, dams) has been capitalized. Capital assets, except for
infrastructure using the modified approach, are depreciated in the same manner as the private sector.

Management’s Discussion and Analysis (MD&A) in the financial section introduces the basic financial
statements and provides an analytical overview of the government’s financial activities. We encourage you
to read it to get an in-depth analysis of the State of Indiana’s finances.

Room 240 State House — 200 W. Washington St. — Indianapolis, IN 46204
300

s

Website: www.in.gov/auditor — Telephone: 317-232-
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Profile of the Government

Located in America’s heartland in the Midwest, Indiana is a leading manufacturing state and a major
agricultural producer. The latest U.S. Census Bureau estimate places Indiana's population of approximately
6.7 million, which makes Indiana the nation's 17th largest state. Indiana is 72.4% urban and 27.6% rural.
The five largest cities are Indianapolis (the capital), Fort Wayne, Evansville, South Bend, and Carmel.

Indiana became the 19th State of the Union on December 11, 1816. The Constitution of the State of Indiana
establishes the government in three separate branches: legislative, executive including administrative, and
judicial. The legislative power of the state is vested in the Indiana General Assembly, which consists of a
100-member House of Representatives and a 50-member Senate. The Indiana General Assembly has the
power to enact laws which are authorized and not prohibited by our Constitution and not in conflict with the
U.S. Constitution and laws made in pursuance thereof. The executive power of the state is vested with the
Governor. The Constitution and legislation establish the following Statewide elected administrative officials:
Lieutenant Governor, Auditor of State, Secretary of State, Treasurer of State, Attorney General, and the
Superintendent of Public Instruction. The judicial power of the state is vested in one Supreme Court
consisting of five justices, one Court of Appeals consisting of 15 judges, 313 Trial Courts (including Circuit
Courts), and one Tax Court.

The state government provides a wide range of services to the citizens of Indiana, including education,
transportation, public health, public safety, welfare, conservation, and economic development.

This report includes the financial activities and balances of the State of Indiana and its component units. The
component units are legally separate entities for which the State of Indiana has financial responsibility and
include state funded colleges and universities, and other legally separate entities that provide services and
benefits to local governments and the citizens of the State of Indiana. More information on the financial
reporting entity can be found in Note I(A) in the notes to the financial statements.

The Indiana General Assembly meets every other year to adopt a biennial budget, which is submitted by the
Governor. The General Assembly enacts the budget through passage of specific appropriations, the sum of
which may not exceed estimated funding sources. Budgetary control is exercised in that agencies of the
state may only expend appropriations as allotted by the Budget Agency or other statutory authority. The State
Board of Finance, which consists of the Governor, Auditor of State, and Treasurer of State, is empowered to
transfer appropriations from one agency of the state to another, with the exception of trust funds. The State
Budget Agency may transfer, assign, and reassign appropriations made for one specific purpose to another
use or purpose within the same agency.

Factors Affecting Economic and Financial Conditions

The information presented in the financial statements is better understood within the context of the specific
environment within which the State of Indiana operates. The following describes that environment.

Local Economy

With a 2017 Gross Domestic Product of $359.1 billion, Indiana’s economy ranked 16th largest in the U.S. in
terms of the value of goods and services. Indiana’s largest contributor to real GDP growth was the durable
goods manufacturing sector, which accounted for 34% of Indiana’s GDP growth in 2017. The second largest
contributor of Indiana’s real GDP growth was the real estate and rental and leasing sector, which accounted
for 25% of the total growth.

As of June 2018, the manufacturing sector accounted for nearly 16.5% of the jobs in Indiana compared to
20.3% in 2002. The largest share of employment was in the trade, transportation, and utilities sector with
18.6% of employment as of June 2018. Per capita personal income was $45,150 in 2016, and the state’s
unemployment rate was 3.3% at the end of Fiscal Year 2018.
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Cash Management and Investments

Cash temporarily idle during the year was invested in deposit accounts, obligations of the U.S. Treasury and
U.S. Agencies, money market mutual funds, and repurchase agreements. The pension trust funds' portfolios
include other investments as outlined in Note I(E)(1) in the notes to the financial statements. The average
yield on the General Fund investments was 1.03% for the fiscal year ended June 30, 2018. The average
yield on the total investment of all funds, except for pension trust funds, was 1.16% for the fiscal year ended
June 30, 2018. The state's investment policy is to minimize credit and market risks while maintaining
sufficient liquidity and earning a competitive yield on its portfolio. Deposits held by the Treasurer of State are
insured by federal and state depository insurance.

Debt Administration

The commissions and authorities, some of which are included as component units in the financial reporting
entity of the State of Indiana, issue bonds for some of the state's capital needs. All bond issues are revenue
bonds associated with specific state component units. The total of long-term revenue bonds and notes
outstanding, net of amortized discounts, is $8.9 billion as of June 30, 2018.

Financial Policies

Indiana’s Office of Management and Budget (OMB) serves as an umbrella organization to better coordinate
the state’s financial policies. The OMB consists of the Department of Local Government Finance, the Board
of Tax Review, Office of Technology, the Office of State Based Initiatives, the Department of Revenue, the
State Budget Agency, the Indiana Public Retirement System, the Management Performance Hub, the
Distressed Unit Appeal Board, and the Indiana Finance Authority.

In June 2018, Indiana closed the books with $1.786 billion in reserves, and a structurally balanced budget.
Reducing general fund spending has enabled Indiana not only to maintain a prudent level of reserves, but
also repay debts to local government, schools, and universities, which at their peak in FY 2005, totaled over
$750 million. One-time revenues, such as those generated by the Tax Amnesty program several years ago,
have been used to repay one-time debt rather than being built into revenue forecasts to support on-going
expenditures. The 2015 Tax Amnesty funded quality of place investment in Indiana’s localities through the
Regional Cities program.

Indiana is one of twelve states that has the highest credit rating assigned by all three independent credit
rating agencies: Fitch, Moody’s, and Standard & Poor’s Ratings Service (S&P).

At the time of the upgrade by S&P, their report noted that the administration has made significant financial
management changes and strengthened budgeting practices. S&P cited four areas in issuing the AAA credit
rating: a stable and diversifying economic base despite continued manufacturing concentration, a
conservative biennial budget that will add to the fund balance by the end of the biennium, property tax reform
that has clarified the state’s financial responsibilities, and low overall debt levels.

Long-Term Financial Planning

The Indiana Finance Authority is charged with developing, implementing, maintaining and monitoring a debt
management plan for all non-conduit debt or debt-related obligations issued by state issuers. This plan is
intended to provide guidance in the structuring, sale, monitoring, and post-issuance compliance for all state-
related debt.

Executive Order 14-06 required the OMB to create the Governor's Management and Performance Hub
(MPH) for the purposes of centralized data sharing, correlation, and analysis in order to drive innovation and
efficiency across state agencies; improve information technology systems, practices, and procedures to
enhance the security of data retained by state agencies; and to increase the transparency of state
government.
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Major Initiatives

K-12 Education — Funding for elementary and secondary education is the state’s largest operating
expense. Prior to January 1, 2003, the state provided approximately 66% of school corporations’ general
fund budgets. As a result of the tax restructuring legislation enacted in 2002, the state provided
approximately 85% of the school corporations’ general fund budgets. As part of the property tax reform
legislation enacted by P.L. 146-2008, the state assumed responsibility for the local share of tuition support
and provides 100% of the tuition support for school corporation general funds beginning in January 2009.

Local school aid includes distributions for programs such as assessment and performance, as well as tuition
support. The General Assembly established the state’s calendar year 1972 funding level as the base for
local school aid.

The K-12 tuition support distributions for Fiscal Year 2018 totaled $7,059.3 million. In addition, there was a
distribution of $31.6 million for adult learners.

Higher Education — Through the General Fund, the state supports seven higher education institutions:
Ball State University, Indiana University, Indiana State University, Ivy Tech Community College of Indiana,
Purdue University, University of Southern Indiana, and Vincennes University. Higher education expenditures
from the General Fund for Fiscal Year 2018 were $1,565.3 million, which includes funding for university
operating, fee-replaced debt service, and line items. An additional $435.2 million was appropriated for other
higher education line items, university repair and rehabilitation, university capital projects, and state student
aid.

Since Fiscal Year 1976, the General Assembly has appropriated to each state university and college an
amount equal to the annual debt service requirements due on qualified outstanding student fee and building
facilities fee bonds and other amounts due with respect to debt service and debt reduction for interim
financings (collectively, “Fee Replacement Appropriations”). The Fee Replacement Appropriations are not
pledged as security for such bonds and other amounts. Under the Indiana Constitution, the General
Assembly cannot bind subsequent General Assemblies to continue the present Fee Replacement
Appropriations policy; however, it is anticipated that the policy will continue for outstanding bonds and notes.

Public Safety — Appropriations for the Department of Correction, payable almost entirely from the General
Fund, include funds for incarceration and rehabilitation of adult and juvenile offenders, as well as parole
programs. Corrections expenditures were $716.1 million for Fiscal Year 2018.

Offender population is the most significant driver of corrections expenditures. The total offender population,
including those in jail and contract beds, increased to 27,037 at the end of Fiscal Year 2018 — up 3.3% from
26,173 at the end of Fiscal Year 2017.

Transportation — As a result of the Major Moves program and the Major Moves 2020 program, Indiana
has seen record construction, as the Indiana Department of Transportation (INDOT) is executing the $12
billion construction program made possible in part by the lease of the Indiana Toll Road.

In the 2017 legislative session, the Indiana General Assembly passed HEA 1002 — 2017, a comprehensive
long-term road funding bill. Effective on July 1, 2017, the bill increased gas, special fuel, and motor carrier
surcharge taxes and other registration fees and phases in a shift of the sales tax on gas towards
transportation funding. As a result, Indiana’s 20-year transportation plan is fully funded.

Conservation and Environment - In FY 2018, the Department of Natural Resources (DNR) continued
the largest land conservation initiative in the Indiana’s history, the Healthy Rivers Initiative (HRI). The HRI
consists of two projects, one within the Wabash River and Sugar Creek floodplain (over 43,000 acres) and
another along the Muscatatuck River known as Muscatatuck Bottoms (over 26,000 acres). Since the
announcement in FY 2010, DNR has acquired over 15,100 acres along the Muscatatuck River and Wabash
River corridors. Land acquisition efforts will continue for years into the future. To date, these efforts have
added three new conservation areas for recreational use: Austin Bottoms, Sugar Creek, and Wabash River.
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The Bicentennial Nature Trust (BNT) was launched in FY 2012 as a statewide land conservation initiative to
celebrate Indiana's upcoming 200th anniversary in much the same way as the first 100 years of statehood
were marked in 1916 with establishment of the state park system. The state committed $20 million to help
fund BNT and called on individuals, businesses and communities around the state to join the effort. Through
FY 2018, 198 BNT projects had been approved.

Health and Human Services — Medicaid is a state/federal shared fiscal responsibility with the state
supporting roughly one-third of the total program through a combination of General Fund and dedicated funds
over the biennium. Federal funding accounts for the remaining two-thirds. Enroliment was 1,416,322 at the
end of Fiscal Year 2017 and 1,426,151 at the end of Fiscal Year 2018 (these figures exclude the Children’s
Health Insurance Program). Indiana’s base federal reimbursement rate equaled 66.74% for Federal Fiscal
Year 2017 and 65.59% for Federal Fiscal Year 2018. The State General Fund Medicaid appropriations for
Fiscal Year 2018 and 2019 are $2,106.6 million and $2,364.5 million, respectively.

In 2015, Indiana received approval from the federal government to replace the traditional Medicaid program
for non-disabled adults by expanding the Healthy Indiana Plan (HIP). HIP 2.0 is designed to improve
healthcare utilization and promote personal responsibility. In addition, HIP 2.0 maintains financial
sustainability, funded through enhanced federal funding, the hospital assessment fee, and existing cigarette
tax revenues previously used for HIP.

In its twelfth year of operations, the Department of Child Services (DCS) continued the implementation of its
practice to place children in the least restrictive, most family-like setting. This trending is important because
research among child-advocate experts has shown that placing children in the least restrictive, most family-
like setting produces the best outcomes for children and families and, consequently, is more cost effective.

Economic Development — The Indiana Economic Development Corporation (IEDC) is the State of
Indiana’s chief economic development agency. The IEDC seeks to bring new job creation and capital
investment opportunities to Indiana through competitive company attractions, expansions and consolidations.
In 2017, Indiana received several accolades for its business environment. This includes ranking 1st in the
Midwest and 5th in the nation in Chief Executive Magazine’s annual “Best & Worst States” survey (May
2018), 1st in the Midwest and 9th overall in the Tax Foundation’s State Business Tax Climate Index (2018),
and best in the Midwest and 9th overall in Area Development magazine’s “Top States for Doing Business”
study (Q3 2018).

General Government — The Department of Revenue (DOR) launched Project NextDOR, a newly-
branded, multi-year modernization and complete replacement of the state’s legacy information technology
system. This new technology will allow Hoosier businesses and individuals, as well as DOR employees the
opportunity to enjoy transaction processing and access to data and information like never before.

The Department of Local Government (DLGF) and Auditor of State (AOS) have teamed together to transition
the county abstract process to Gateway, Indiana’s local government online repository. This initiative will not
only streamline the submission and compilation process, but also provide online access to local unit tax
information across the state.

Indiana continues to administer Retirement Medical Benefits accounts, established as Health
Reimbursement Arrangements (HRAs), for most employees and elected officials of the state. The purpose
of this defined contribution plan is to allow state government retirees to have a means to assist with the
payment of health insurance premiums in retirement. Funding for the program comes from 4% of Indiana’s
cigarette tax revenues as well as charges to federal and dedicated funds for employees paid from those
funds. The plan remained more than 100% funded at the end of FY 2018. Contributions are made to
employee accounts in accordance with state law.
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Awards

Certificate of Achievement Award

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the State of Indiana for its Comprehensive
Annual Financial Report (CAFR) for the fiscal year ended June 30, 2017. This was the 25th consecutive year
that the State of Indiana has achieved this prestigious award.-

In order to be awarded a Certificate of Achievement, a govefnment must publish an easily readable and
efficiently organized CAFR. This report must satisfy both generally accepted accounting principles and.
applicable legal requirements.

A Certificate of Achievemen_t is valid for a period of one year. We believe that our current CAFR continues
to meet the Certificate of Achievement Program’s requirements and it will be submitted to the GFOA to
determine its eligibility for another certificate.

Smcerely, 7/

Tera Klutz, CPA Micah Vincent
Auditor of State ' Director
State of Indiana Office of Management and Budget
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Indiana Veterans Home Cemetery in West Lafayette.
(Photo courtesy of Indiana Veterans’ Home)

West Lafayette is the home of the Indiana Veterans’ Home (IVH), a long-term care
facility serving Indiana veterans and their spouses. First opened in 1896, IVH
offers full-service health care for residents. Contained on the 250 acre state-
owned facility lies the Indiana Veterans’ Home Cemetery, the final resting place
for over 3,000 residents and other veterans including many Civil War veterans.
One of the more famous graves is that of Former Congressman Jasper Packard, a
Civil War General, who died in 1899 while serving as the Commandant of the
Veterans’ Home. Packard also served as the La Porte County Auditor from 1866
to 1869.
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STATE OF INDIANA
AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS
302 WEST WASHINGTON STREET
éy\/\vﬂf ROOM E418

INDIANAPOLIS, INDIANA 46204-2769

Telephone: (317) 232-2513
Fax: (317) 232-4711
Web Site: www.in.gov/sboa

INDEPENDENT AUDITOR'S REPORT

TO: THE HONORABLE ERIC J. HOLCOMB, THE MEMBERS OF THE GENERAL
ASSEMBLY, AND THE CITIZENS OF THE STATE OF INDIANA

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the State of Indiana (State), as of and for the year ended June 30,
2018, and the related notes to the financial statements, which collectively comprise the State's basic
financial statements as listed in the Table of Contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did
not audit the financial statements of the governmental discretely presented component unit and the
proprietary discretely presented component units, as discussed in Note I(A), which represent 35.0 percent,
5.5 percent, and 22.4 percent of the assets, net position, and revenues, respectively, of the aggregate
discretely presented component units; the Investment Trust Fund, State Police Pension Fund, State Police
Supplemental Trust Fund, and Indiana Public Retirement System, a Fiduciary in Nature Component Unit,
as discussed in Note I(A), which represent 87.2 percent, 87.7 percent, and 44.0 percent, respectively, of
the assets, net position, and revenues and additions of the aggregate remaining fund information; and
certain long-term liabilities, which represent 8.2 percent of the net position of the governmental activities.
Those statements were audited by other auditors whose reports have been furnished to us, and our
opinions, insofar as they relate to the amounts included for those activities and component units, are based
solely on the reports of the other auditors. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free from material misstatement. The financial statements of the following were
not audited in accordance with Government Auditing Standards: Ports of Indiana, Indiana State Fair
Commission, and Indiana Political Subdivision Risk Management Commission, reported as discretely
presented component units, and the State Police Pension and Indiana Public Retirement System, reported
within the aggregate remaining fund information.
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INDEPENDENT AUDITOR'S REPORT
(Continued)

An audit involves performing procedures to obtain audit evidence about the amounts and dis-
closures in the financial statements. The procedures selected depend on the auditor's judgment, including
the assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the State's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the State's internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

Opinions

In our opinion, based on our audit and the reports of other auditors, the financial statements referred
to above, present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of the State, as of June 30, 2018, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then ended in accor-
dance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note IV(G) to the financial statements, the State adopted new accounting
guidance, GASB Statement 75 Accounting and Financial Reporting for Postemployment Benefits other than
Pensions and GASB Statement 81 Irrevocable Split-Interest Agreements. Our opinion is not modified with
respect to these matters.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management's Discussion and Analysis, Schedules of Employer Contributions for Employee Retirement
Systems and Plans and Other Postemployment Benefits, Schedules of Changes in the Net Pension Liability
and Related Ratios for Employee Retirement Systems and Plans, Schedules of the State's Proportionate
Share of the Net Pension Liability for Employee Retirement Systems and Plans, Schedules of Changes in
the Net OPEB Liability and Related Ratios for Other Postemployment Benefits, Schedule of Changes in the
Total OPEB Liability and Related Ratios for Other Postemployment Benefits, Schedule of Investment
Returns for the Other Postemployment Benefits, Budgetary Information, Combining Schedule of Revenues,
Expenditures, and Changes in Fund Balances - Budget and Actual Major Funds (Budgetary Basis),
Budget/GAAP Reconciliation - Major Funds, and the Infrastructure - Modified Reporting Condition Rating
of the State's Highways and Bridges and Comparison of Needed-to-Actual Maintenance/Preservation, as
listed in the Table of Contents, be presented to supplement the basic financial statements. Such infor-
mation, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We and other auditors have
applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with
management's responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any assurance
on the information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.
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INDEPENDENT AUDITOR'S REPORT
(Continued)

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the State's basic financial statements. The accompanying combining and individual
statements for the Non-Major Governmental and Proprietary Funds, Internal Service Funds, Fiduciary
Funds, Non-Major Discretely Presented Component Units, Budget/GAAP Reconciliation Non-Major Special
Revenue Funds, and the Introductory and Statistical Sections are presented for purposes of additional
analysis and are not a required part of the basic financial statements.

The combining and individual statements for the Non-Major Governmental and Proprietary Funds,
Internal Service Funds, Fiduciary Funds, Non-Major Discretely Presented Component Units, and the
Budget/GAAP Reconciliation Non-Major Special Revenue Funds are the responsibility of management and
were derived from and relate directly to the underlying accounting and other records used to prepare the
basic financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America by us and other
auditors. In our opinion, based on our audit, the procedures performed as described above, and the reports
of the other auditors, the combining and individual statements for the Non-Major Governmental and
Proprietary Funds, Internal Service Funds, Fiduciary Funds, and Non-Major Discretely Presented
Component Units, and the Budget/GAAP Reconciliation Non-Major Special Revenue Funds are fairly
stated, in all material respects, in relation to the basic financial statements as a whole.

The Introductory and Statistical Sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an opinion or
provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 19, 2018, on our consideration of the State's internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is solely to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the State's internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the
State's internal control over financial reporting and compliance.

Paul D. Joyce, CPA
State Examiner

December 19, 2018
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MANAGEMENT’S DISCUSSION
AND ANALYSIS
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STATE OF INDIANA
Management’s Discussion and Analysis

June 30, 2018

The following discussion and analysis of the State of
Indiana’s financial performance provides an overview
of the state’s financial activities for the fiscal year (FY)
ended June 30, 2018. Please read it in conjunction
with the transmittal letter at the front of this report and
the state’s financial statements, which follow this
section. Because of prior period adjustments and
reclassifications as described in Note IV(G) of the
Notes to the Financial Statements, FY 2017 numbers
have been restated.

Financial Highlights

e For FY 2018, on a government-wide basis, the
assets and deferred outflows of the State of
Indiana exceeded its liabilities and deferred
inflows by $12.6 billion. This compares with $11.6
billion for FY 2017, as restated.

e At the end of the current FY, unassigned fund
balance for the General Fund was $275.5 million,
or 2.0% of the total General Fund expenditures.

e On a government-wide basis for the primary
government, the state incurred expenses net of
program revenue of $16.5 billion, which are offset
by general revenues totaling $17.5 billion, giving
an increase in net position of $1.0 billion.

e General revenue for the primary government
increased by $813.8 million, or 4.9%, from FY
2017. Fuel tax revenue increased $601.3 million.
Sales tax revenues increased by $227.6 million.
The increase in fuel revenue is attributed to
increased gasoline exise tax as passed by the
Indiana Legislature under HEA 1002-2017. The
sales tax revenue increase is due to a combination
of factors including higher Indiana household
personal income and business activity.

Combined budget reserves for FY 2018 were $1.8
billion. That balance consists of $366.4 million in
the General Fund, $577.6 million in the Medicaid
Contingency Reserve Fund, $333.8 million in the
Tuition Reserve Fund, and $507.7 million in the
Rainy Day Fund.

$1.8 billion represents 11.3% of the General Fund
expenditures for FY 2018. These reserve
balances are put in place to withstand downturns
in the economy or unexpected changes that occur.
Indiana is one of only twelve states with the top
bond rating from all three major credit rating
agencies. According to the independent credit
rating agency Fitch Ratings, the rating “reflects
Indiana’s historical pattern of low debt, balanced
financial operations, and a commitment to funding
reserves to provide a cushion in times of economic
and revenue decline. These strengths are offset
by an economy that, despite ongoing
diversification, remains heavily concentrated in
the cyclical manufacturing industry.” According to
Standard & Poor's Ratings Service (S&P), the
rating "reflects our view of the state's strong
financial position and management's commitment
to maintaining structural balance and a high level
of reserves. In addition, despite any negative
variance from projected revenues, we expect the
state to make adjustments as necessary to restore
budgetary balance.” In addition, Moody’s
Analytics released a Stress Testing State report in
September 2018 indicating that Indiana was one
of only “23 states that have the funds they need
for the next recession”.
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Key Economic Indicators

Dec. 31, 2017 Dec. 31,2016 % Change

Total Labor Force 3,280,820 3,287,532 -0.2%
Total Employed Labor Force 3,179,912 3,156,507 0.7%
Total Goods and Service Employment 3,114,900 3,118,600 -0.1%
Senvice-Providing Employment 2,437,500 2,460,200 -0.9%
Goods-Producing Employment 677,400 658,400 2.9%
Unemployment Rate 3.1% 4.0% -22.5%
Median Household Income 54,181 52,314 3.6%

Sources: Indiana Department of Workforce Development, Bureau of Labor Statistics, and
U.S. Census Bureau.

Salaries and benefits for state employees represent approximately 7.8% of governmental fund expenditures. The
following table shows a ten year history of the count of full time state employees.

Full Time State Employees Paid
Through The Auditor of State's Office
On
On Disability
Other Disability Leave - Not
Governor's Elected Leave -In in Pay
Year Authority Judiciary Officials Pay Status Status Total
2018 28,634 908 1,095 370 220 31,227
2017 28,286 894 1,062 425 221 30,888
2016 28,315 886 1,107 419 250 30,977
2015 28,157 865 1,083 455 289 30,849
2014 28,279 845 1,065 471 312 30,972
2013 28,398 831 1,049 511 345 31,134
2012 28,485 835 1,049 545 349 31,263
2011 28,472 830 1,067 610 351 31,330
2010 29,911 846 1,056 647 341 32,801
2009 31,254 835 1,093 624 358 34,164

For more information on personnel paid through the Auditor of State, please read the Statistical Section.



Overview of the Financial Statements

This Financial Section consists of four parts:
management’s discussion and analysis (this part), the
basic financial statements, required supplementary
information, and other supplementary information. The
basic financial statements include two kinds of
statements that present different views of the state.
The first two statements are government-wide
financial statements that provide both long-term and
short-term information about the state’s overall
financial status.

The remaining statements are fund financial

statements that focus on individual parts of the state

government, reporting the state’s operations in more
detail than the government-wide statements.

e The governmental fund statements tell how
general government services such as public
safety, education, and welfare were financed in
the short term as well as what remains for future
spending.

e Proprietary fund statements offer short and long-
term financial information about the activities the
government operates like businesses, such as the
Unemployment Compensation Fund.

e Fiduciary fund statements provide information
about the financial relationships in which the state
acts solely as a trustee or agent for the benefit of
others, to whom the resources in question belong,
such as the retirement plan for the state’s
employees.

The financial statements also include notes that
explain some of the information in the financial
statements and provide more detailed data. The
statements are followed by a section of required
supplementary information and other supplementary
information that further explain and support the
information in the financial statements.

Government-wide Financial Statements

The government-wide financial statements report
information about the state as a whole using
accounting methods similar to those used by private-
sector companies. The statement of net position
includes all the government’'s assets, deferred
outflows of resources, liabilities, and deferred inflows
of resources. All of the current year revenues and
expenses are accounted for in the statement of
activities regardless of when cash is received or paid.

The two government-wide statements report the
state’s net position and how they have changed. Net
position, which equals the state’s assets, plus deferred
outflows of resources, less liabilities, less deferred
inflows of resources, is one way to measure the state’s
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financial health, or position. Over time, increases or
decreases in net position may serve as a useful
indicator of whether the financial position of the State
of Indiana is improving or deteriorating. To assess the
overall health of the state, additional non-financial
factors should be considered, such as changes in the
state’s tax base, the condition of the state’s roads and
the state’s student population. The government-wide
financial statements of the state are divided into three
categories:

e Governmental activities. Most of the state’s
basic services are included here, such as the
state’s roads and bridges, and health and
environmental programs. State sales and income
taxes and federal grants finance most of these
activities.

o Business-type activities. The state provides
goods and services through these activities that
are financed or recovered primarily through fees
and user charges. The Unemployment
Compensation Fund, the Inns and Concessions
Fund, and the Indiana Residual Malpractice
Insurance Authority are included here.

o Discretely Presented Component Units. These
are legally separate discretely presented entities
for which the state is financially accountable.
These include, among others, the Indiana Finance
Authority, the State Lottery Commission of
Indiana, the Indiana Bond Bank, the Indiana
Housing and Community Development Authority,
and colleges and universities that receive state
funding.

Fund Financial Statements

The fund financial statements provide more detailed
information about the state’s most significant funds,
not the state as a whole. Funds are accounting
devices that the state uses to keep track of specific
sources of funding and spending for particular
purposes. The State of Indiana uses fund accounting
to ensure and demonstrate compliance with finance-
related legal requirements.

The state has three kinds of funds: governmental
funds, proprietary funds, and fiduciary funds.

1. Governmental funds. Most of the state’s basic
services are included in governmental funds,
which focus on (1) cash and other financial assets
that can readily be converted to cash flow in and
out and (2) the balances left at year-end that are
available for spending. Consequently, the
governmental funds statements provide a detailed
short-term view that helps the reader determine
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whether there are more or fewer financial
resources that can be spent in the near future to
finance the state’s programs.

Relationship and Reconciliation. Because the
information provided in the governmental funds
statements does not encompass the additional
long-term focus of the government-wide
statements, reconciliation pages are provided. On
the page following each governmental fund’s
financial statement, these reconciliations explain
the differences between the government-wide and
the fund financial statement. Government-wide
statements use full accrual accounting. Revenues
are recognized when they are earned and
expenses are recognized as soon as the liability is
incurred, regardless of the timing of related cash
inflows and outflows. Governmental fund financial
statements use the modified accrual basis of
accounting. Revenues are recognized when
earned so long as they are collectible within the
current period or soon enough afterwards to pay
liabilities of the current period. Specific accrued
liabilities are recognized as expenditures when
payment is due because that is when they are
normally liquidated with expendable available
financial resources.

Non-current assets such as infrastructure, land,
and property, plant and equipment appear on the
government-wide statements but not on the
governmental fund statements where they are
expensed as acquired rather than capitalized.
Non-current liabilities such as capital lease
payables and net pension liabilities also appear on
the government-wide statements but not on the
fund statements. Internal service funds are
included as part of the governmental activities in

the government-wide statements but not the
governmental fund financial statements because
they provide services to the governmental funds.

Proprietary funds. Services for which the state
charges customers a fee are generally reported in
proprietary funds. These funds use the economic
resources measurement focus and the accrual
basis of accounting. Proprietary funds, like the
government-wide statements, provide both long-
term and short-term financial information. In fact,
the state’s enterprise funds (one type of
proprietary fund) are the same as its business-
type activities, but provide more detail and
additional information such as cash flows. The
state uses internal service funds (the other type of
proprietary fund) to report activities that provide
supplies and services for the state’s other
programs and activities. An example would be the
State Employee Health Insurance Fund.

Fiduciary funds. The state is the trustee, or
fiduciary, for its employees’ pension plans. It is
also responsible for other assets that, because of
a trust arrangement, can be used only for the trust
beneficiaries.  The state is responsible for
ensuring that the assets reported in these funds
are used for their intended purposes. Fiduciary
funds use the economic resources measurement
focus and the accrual basis of accounting. All of
the state’s fiduciary activities are reported in a
separate statement of fiduciary net position and a
statement of changes in fiduciary net position.
These activities are excluded from the state’s
government-wide financial statements, because
the state cannot use these assets to finance its
operations.
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Financial Analysis of the State as a Whole

Net Position

The following is condensed from the Statement of Net Position:

State of Indiana
Condensed Schedule of Net Position
(in millions of dollars)
Primary Government
Governmental Business-type Total Primary
Activities Activities Government
2018 2017 2018 2017 2018 2017

Current and other assets $ 12,7528 $§ 11,2720 $ 864.6 $ 603.6 $ 13,617.4 $ 11,875.6
Capital assets 16,791.1 16,459.5 0.2 0.2 16,791.3 16,459.7

Total assets 29,543.9 27,731.5 864.8 603.8 30,408.7 28,335.3
Deferred outflows of resources 1,574.7 1,660.2 - - 1,574.7 1,660.2

Total deferred outflows of resources 1,574.7 1,660.2 - - 1,574.7 1,660.2
Current liabilities 4,136.9 3,198.5 59.3 53.0 4,196.2 3,251.5
Long-term liabilities 15,070.3 15,086.4 25.3 25.7 15,095.6 15,112.1

Total liabilities 19,207.2 18,284.9 84.6 78.7 19,291.8 18,363.6
Deferred inflows of resources 79.1 31.0 - - 79.1 31.0

Total deferred inflows of resources 79.1 31.0 - - 79.1 31.0
Net position:

Net investment in capital assets 15,809.3 15,637.1 0.2 0.2 15,809.5 15,637.3

Restricted 1,085.1 1,129.7 732.4 477.7 1,817.5 1,607.4

Unrestricted (5,062.1) (5,691.0) 47.6 47.2 (5,014.5) (5,643.8)

Total net position $ 11,832.3 $ 11,075.8 $ 780.2 $ 525.1 $ 12,612.5 $ 11,600.9

At the end of the current FY, net position for the
primary government increased by $1.0 billion.

Current and other assets increased by $1.7 billion due
primarily to an increase in securities lending collateral.

Capital assets increased by $331.6 million. The
principal reason for the increase in capital assets were
increases in land, infrastructure, and construction in
progress at the Indiana Department of Transportation
of $337.8 million primarily due to the commencement

of the Next Level Agenda initiative, which focuses to
maintain and build the state’s infrastructure.

Total liabilities increased $928.2 million due to the
increase in securities lending collateral of $1.1 billion.
The securities lending increase is attributed to more
securities out on loan as of the FY end. This increase
was offset by a decrease in accounts payable due to
efforts to process payments in a timelier manner.
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Changes in Net Position

The following is condensed from the Statement of Activities:

State of Indiana
Condensed Schedule of Change in Net Position
(in millions of dollars)

Primary Government

Governmental Activities Business-type Total Primary
Activities Activities Government

2018 2017 2018 2017 2018 2017

Revenues
Program revenues:

Charges for services $ 2,784.7 $ 2,431.0 $ 5293 $ 5758 $ 3,314.0 $ 3,006.8

Operating grants and contributions 12,433.7 12,649.2 - - 12,433.7 12,649.2
Capital grants and contributions 1,068.3 979.0 - - 1,068.3 979.0

General revenues:
Income taxes 6,362.9 6,452.6 - - 6,362.9 6,452.6
Sales taxes 7,804.9 7,577.3 - - 7,804.9 7,577.3
Other 3,343.6 2,676.3 10.3 1.7 3,353.9 2,678.0
Total revenues 33,798.1 32,765.4 539.6 577.5 34,337.7 33,342.9

Program Expense

General government 1,375.8 1,342.7 - - 1,375.8 1,342.7
Public safety 1,623.3 1,644.8 - - 1,623.3 1,644.8
Health 388.5 378.2 - - 388.5 378.2
Welfare 14,898.8 15,051.6 - - 14,898.8 15,051.6
Conservation, culture and development 581.9 432.8 - - 581.9 432.8
Education 11,306.3 11,036.4 - - 11,306.3 11,036.4
Transportation 2,823.6 1,974.1 - - 2,823.6 1,974.1
Interest expense 45.5 43.7 - - 45.5 43.7
Unemployment compensation fund - - 257.3 305.4 257.3 305.4
Other - - 251 25.4 251 25.4
Total expenses 33,043.7 31,904.3 282.4 330.8 33,326.1 32,235.1
Excess (deficiency) before transfers 754.4 861.1 257.2 246.7 1,011.6 1,107.8
Transfers 2.1 2.2 (2.1) (2.2) - -
Change in net position 756.5 863.3 255.1 244.5 1,011.6 1,107.8
Beginning net position, as restated 11,075.8 10,212.5 525.1 280.6 11,600.9 10,493.1

Ending net position $ 11,832.3 $ 11,075.8 $ 7802 $ 5251 $ 12,612.5 $ 11,600.9

Governmental Activities

Program expenses exceeded program revenues by increased $227.6 million or 3.0%. Current service

$16.8 billion. General revenues and transfers were
$17.5 billion. The increase in net position was $756.5
million, which is 2.2% of total revenues and 2.3% of
total expenses.

Excess (deficiency) before transfers decreased
$106.7 million from FY 2017 to FY2018.

Increased revenues were driven mainly by increased
fuel tax revenue. This revenue increased $601.3
million over the previous FY due to fuel tax rate
increases. In addition, current service charges
increased $353.7 million or 14.5% and sales tax

charges increased as a result of increases to the
Medicaid Hospital Assessment Fee charged to
Indiana hospitals and care providers, motor vehicle
registration and title fees, and surplus lottery and
gaming revenue receipts. The sales tax increase was
previously explained under financial highlights.

Expenses increased $1.1 billion or 3.6%.
Transportation expenses increased $849.5 million
primarily due to the commencement of the Next Level
Agenda initiative.

Education expenses increased $269.9 million or 2.4%.
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TRF Pre-1996 retirement plan.

Tax revenues for governmental activities were broken down as follows:

Gaming Fuels

Insurance,
Alcohol & Tobacco, &

Financial Institutions
4.3%

44.9%

Tax Revenues - Governmental Activities

Other

Income Taxes

Tax revenues of $17.4 billion represent 51.4% of total
revenues for governmental activities. This compares
to $16.6 billion or 50.8% of total revenues in FY 2017.
Program revenues accounted for $16.3 billion or
48.2% of total revenues. In FY 2017, program
revenues accounted for $16.1 billion or 49.0% of total
revenues. General revenues other than tax revenues
were $130.4 million or 0.4% of total revenues. Of this,

$89.2 million were investment earnings. This
compares to 2017, when general revenues other than
taxes were $74.5 million or 0.2% of total revenues and
$46.6 million was investment earnings. Investment
earnings increased by $42.6 million from FY 2017 to
FY 2018 or 91.4% due to increased interest from
securities on loan throughout the year and higher
interest rates.
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Total revenues for governmental activities were broken down as follows:

Revenues to Support Governmental Activities

GR - Revenues not
restricted to specific
programs
5%

0
|
, : ' | o e
M GR - Taxes
51.4%
-
g,

PR - Charges for
Services

PR - Grants &
Contributions
39.9%

8.2%

PR = program revenues
GR = general revenues

Total revenues were 102.3% of expenses which was
a decrease from 102.7% in FY 2017. Total revenues
increased 3.2% from $32.8 billion in FY 2017 to $33.8
billion in FY 2018. Expenses increased 3.6% from
$31.9 billion in FY 2017 to $33.0 billion in FY 2018.

The largest portion of the state’s expenses is for
welfare, which is $14.9 billion, or 45.1% of total
expenses. This compares with $15.1 billion, or 47.2%
of total expenses in FY 2017. The change in welfare
expenses was a decrease of $152.8 million or 1.0%.
$3.4 billion of welfare expenses in FY 2018 were
funded from general revenues.

Some of the major expenses were Medicaid
Assistance, $11.4 billion, the U.S. Department of
Health and Human Services Fund, $1.4 billion, and the
federal food stamp program in the U.S. Department of
Agriculture Fund, $1.0 billion.

Education comprises 34.2%, or $11.3 billion of the
state’s expenses. In FY 2017, education accounted
for 34.6%, or $11.0 billion, of expenses. The change
in education expenses was an increase of $269.9
million, or 2.4%, as a result of the increases to state
funding to local schools and the TRF Pre-1996
retirement plan. Some of the major expenses were
tuition support and full day kindergarten, $7.1 billion,
General Fund appropriations for state colleges and
universities, $1.6 billion, Teachers’ Retirement
Pension, $887.9 million, federal grant programs from
the U.S. Department of Education Fund, $646.1
million, and federal grant programs from the U.S.
Department of Agriculture Fund, $431.8 million.

Transportation spending accounted for $2.8 billion, or
8.5% of expenses. Transportation comprised $2.0
bilion or 6.2% of expenses in FY 2017.
Transportation includes expenses related to the
maintenance and construction of state infrastructure.
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Total expenses for governmental activities were broken down as follows:

Transportation
8.5%

Education
34.2%

Expenses - Governmental Activities

Other

\ 1.£|9%

General

Government
4.2%

_—

Public Safety
4.9%

Health/ Welfare
46.3%

Business-type Activities

Business-type activities represent 1.6% of the Primary
Government’s revenues and 0.8% of the expenses.
The Unemployment Compensation Fund accounts for
94.8% of business-type activities’ operating revenues
and 91.2% of operating expenses. The change in net
position for business-type activities was an increase of
$255.1 million.

The Unemployment Compensation Fund collects
employer taxes and the federal share of
unemployment compensation. Benefits are paid to
eligible individuals and the fund covers general and

administrative expenses. Revenue in the fund
exceeded benefits and administrative expenses paid
by $244.4 million. This compares to FY 2017 when
this fund’s revenues exceeded expenses by $242.9
million. Employer contributions into the fund
decreased by $46.6 million, from $548.3 million in FY
2017 to $501.7 million in FY 2018. The increase in net
position of $254.7 million is due to a low number of
claims for benefits against the fund, the Ul Program’s
strong anti-fraud and collections initiatives, a stout
economy, and an increase in investment earnings.

The following schedule shows the net expense (revenue) attributable to each function of government. Each function
of Indiana government is either self-supporting (a negative number) or requires additional general revenues to cover

expenses (a positive number).

Net Cost of Primary Government
(in millions of dollars)
June 30, 2018 June 30, 2017 % Change

Governmental Activities:

General government $ 696.5 $ 664.0 4.9%
Public safety 888.3 978.4 -9.2%
Health (181.9) (94.5) 92.5%
Welfare 3,362.4 3,448.3 -2.5%
Conservation, culture, and developm 195.2 61.8 215.9%
Education 10,159.0 9,811.9 3.5%
Transportation 1,592.0 931.4 70.9%
Interest expense 455 43.8 3.9%
Business-type Activities:

Unemployment Compensation Fund (244.4) (242.9) 0.6%
Malpractice Insurance Authority 1.1 1.4 -21.4%
Inns and Concessions (3.6) (3.5) 2.9%
Total $ 16,510.1 $ 15,600.1 5.8%




Financial Analysis of the State’s Funds

The following is an analysis of the state’s major
governmental funds. The transfers in and transfers out
for these funds are explained in much greater detail in
note IV(B) in the Notes to the Financial Statements.

General Fund

The General Fund is maintained to account for
resources obtained and used for those services
traditionally provided by state government which are
not required to be accounted for in another fund. The
fund balance of the General Fund at June 30, 2018
was $3.9 billion, which is 57.6% of assets. This
compares to a fund balance at June 30, 2017 of $3.9
billion, which was 66.7% of assets. This indicates that
the state’s financial position in the General Fund
remained steady from the prior year. The fund
balance of $3.9 billion is composed of restrictions of
$507.4 million, commitments of $51.1 million, and
assignments of $3.0 billion, leaving an unassigned
balance of $275.5 million. The restricted amount
consists of the Rainy Day Fund, which is accounted
for in the General Fund. For more information on the
components of fund balance, see the chart in the
Notes to the Financial Statements II(B).

The General Fund’s revenues increased 2.3%, or
$353.1 million, from FY 2017, because of the increase
in total tax revenue which included a $244.5 million
(3.3%) increase in sales tax. The increase in tax
revenues is explained by a combination of factors
including higher Indiana household personal income
and business activity.

General Fund expenditures increased $603.2 million,
or 4.6% from FY 2017. Distributions in education
expenditures for state schools for tuition support and
full day kindergarten increased $392.1 million.
Welfare expenditures increased $187.8 million which
is attributed to increased state support required for the
Department of Child Services’ Family and Children
program. The state was required to continue to
increase their support for this program because of
exhausted Title IV-E resources.
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General Fund transfers in decreased $566.8 million or
31.8% from FY 2017. Transfers out were $2.8 billion
in FY 2018 as compared to $3.7 billion in FY 2017.
More detail on these transfers can be found in the
Notes to the Financial Statements IV(B).

Overall, the net position of the General Fund increased
$36.6 million.

Public Welfare-Medicaid Assistance Fund

Medicaid is an insurance program for low-income
individuals. It is jointly funded by the Federal
government and the state. The Medicaid Assistance
Fund received $8.4 billion in federal revenue as
compared to $8.3 billion in FY 2017. State funding
comes through transfers from the General Fund.
Transfers in were $2.6 billion in FY 2018 as compared
to $2.6 billion in FY 2017. Transfers out were $250.4
million compared with $428.2 million in FY 2017. The
fund distributed $11.4 bilion in Medicaid
Assistance during the year, which is an increase of
$0.1 billion over FY 2017. The change in fund
balance increased $198.5 million from FY 2017 to FY
2018.

U.S. Department of Health and Human
Services Fund

The U.S. Department of Health and Human Services
Fund is a fund to account for federal grants that
are used to carry out health and human
services programs.

The US DHHS Fund received $1.3 billion in
federal grant revenues and expended $1.7 billion.
The US DHHS Fund received transfers in of
$327.6 million mostly from the General Fund for
various health and human services programs.
The change in fund balance from FY 2017 to FY
2018 was a decrease of $68.2 million.
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General Fund Budgetary Highlights

Actual State General Fund forecasted revenue
collections increased by $297.3 million, or 1.9%, in FY
2018. Actual expenditure growth was 1.82% in FY
2018. As noted above, at year-end, the state had $1.8
billion in reserves, with $366.4 million residing in the
general fund, $577.6 million in the Medicaid Reserve
Fund, $333.8 million in the Tuition Reserve Fund, and

Capital Asset and Debt
Administration

Capital Assets

Capital assets were $16.8 billion, which was 55.2% of
total assets for the primary government. Related debt
was $1.0 billion. Net investment in capital assets for
the primary government was $15.8 billion. Related
debt was 5.8% of capital assets. Total capital assets
increased $331.6 million or 2.0% and is attributable to
increases in the Indiana Department of
Transportation’s infrastructure and construction in
progress. The net increase in capital assets is
comprised of increases for infrastructure of $237.8

$507.7 million residing in the Rainy Day Fund. These
changing funding balances are both the result of
legislative requirements as well as FY 2018 close-out
transactions.

million, $130.4 million in construction in progress,
and $22.3 million in computer software. INDOT’s
$337.8 million increase is comprised of increases in
land, $45.9 million, and infrastructure consisting of
interstate roads, non-interstate roads, and bridges,
$237.9 million, and CIP consisting of right of way and
work in progress, $54.0 million. More detailed
information about the state’s capital assets is
presented in Note IV(D) to the Financial
Statements.

The following table shows the percentage change from FY 2017 to FY 2018.

State of Indiana
Capital Assets
(in millions of dollars)
Total
Governmental Business-type Total Primary %
Activities Activities Government Change
2018 2017 2018 2017 2018 2017

Land $ 2,366.6 $ 2,320.8 - $ - $ 2,366.6 $ 2,320.8 2.0%
Infrastructure 12,605.0 12,367.2 - - 12,605.0 12,367.2 1.9%
Construction in progress 693.9 563.6 0.1 - 694.0 563.6 23.1%
Property, plant and equipment 2,857.0 2,869.8 0.7 0.7 2,857.7 2,870.5 -0.4%
Computer software 257.9 235.6 - - 257.9 235.6 9.5%
Less accumulated depreciation (1,989.3) (1,897.5) (0.6) (0.5) (1,989.9) (1,898.0) 4.8%
Total $ 16,791.1 $ 16,459.5 0.2 $ 0.2 $16,791.3 $16,459.7 2.0%
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Long-term Obligations

Major long-term obligations items are included in the
following table. These items comprised 100%

of total long-term liabilities and 78.5% of total liabilities.

The following table shows the percentage change from FY 2017 to FY 2018.

State of Indiana
Long-term Liabilities
(in millions of dollars)
Total
Governmental Business-type Total Primary %
Activities Activities Government Change
2018 2017 2018 2017 2018 2017
Accrued liability for
compensated absences $ 170.1 $ 1495 $ 0.8 $ 0.7 $ 1709 $ 150.2 13.8%
Capital lease payable 974.3 822.5 - - 974.3 822.5 18.5%
Claims payable - - 245 25.0 24.5 25.0 -2.0%
Net pension liability 13,385.8 13,490.8 - - 13,385.8 13,490.8 -0.8%
Other postemployment
benefits 503.3 584.1 - - 503.3 584.1 -13.8%
Pollution remediation 36.8 38.4 - - 36.8 38.4 -4.2%
Total $15,070.3 $15,085.3 $ 253 $ 257 $15,095.6 $15,111.0 -0.1%
Total long-term liabilities decreased by 0.1% or $15.4 Plan.

million. The largest decreases were for the net

pension liability of $105.0 million and for other
postemployment benefits of $80.8 million. Long-term
liabilities related to pollution remediation also
decreased by $1.6 million. These decreases were
offset by an increase to capital leases of $151.8
million.

The net investment income increase for the TRF Pre-
1996 Fund was a major contributor for the decrease to
the net pension liability.

The decrease for other postemployment benefits was
mainly due from actuarial valuation changes for benefit
terms and assumptions for the Indiana State Police

Infrastructure

As required by GASB Statement No. 34, the state has
capitalized its infrastructure. This amounts to $12.6
billion in roads and bridges using the modified
approach, $1.9 billion in right of way classified as land,
and $34.9 million in property (septic, sewer, and water
systems; and streets/sidewalks/curbs) and dams
being depreciated. In order to utilize the modified
approach, the state is required to:

The increase in capital lease payable is due to the
issuance of highway revenue bonds by the Indiana
Finance Authority and funded by the State Highway
Fund.

Claims payable for business activities decreased by
$0.5 million. This was the amount of decrease in
claims payable for the Indiana Residual Malpractice
Insurance Authority.

More detailed information about the state’s long term
obligations is presented in Note IV(F) to the Financial
Statements.

e Maintain an asset management system that
includes an up-to-date inventory of eligible
infrastructure assets.

e Perform condition assessments of eligible
assets and summarize the results using a
measurement scale.

e Estimate each year the annual amount to
maintain and preserve the assets at the
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condition level established and disclosed by
the state.

o Document that the assets are being preserved
approximately at or above the established
condition level.

Under the modified approach, the state expenses
certain maintenance and preservation costs and does
not report depreciation expense. Assets accounted
for under the modified approach include approximately
11,206 centerline road miles of pavement along 242
routes and approximately 5,792 bridges that the state
is responsible to maintain.

The state has consistently maintained the assessed
conditions of roads over the past three years. It is the
state's policy to maintain a network average
International Roughness Index based on the right
wheel path (IRl RWP) of no more than 101 for
Interstate Roads, NHS Non-Interstate and Non-NHS
Roads (a good rating is in the range of 80-114). The
most recent condition assessment, completed for FY
2018, indicated that the average IRl RWP for roads
was in an acceptable range.

The state has maintained the assessed conditions of
bridges at levels which are above the established
benchmarks. It is the state's policy to maintain
Interstate bridges at an average sufficiency rating of
87%, NHS Non-Interstate bridges at an average
sufficiency rating of 85%, and Non-NHS bridges at an
average sufficiency rating of 83% (a good rating is

Economic Factors

The economic and revenue forecasts upon which the
FY 2018 — FY 2019 state budget was based were
presented to the State Budget Committee on April 12,
2017. At that time, the U.S. real Gross Domestic
Product (real GDP) was forecast to increase by 2.6%
in FY 2018. Indiana’s personal income was forecast to
increase by 4.7% in FY 2018.

With a 2017 Gross Domestic Product of $359.1 billion,
Indiana’s economy ranked 17th largest in the U.S. in
terms of the value of goods and services. Indiana’s
largest contributor to real GDP growth was the durable
goods manufacturing sector, which accounted for 34%
of Indiana’s GDP growth in 2017. The second largest

80% - 90%). The most recent condition assessment,
completed in FY 2018, indicated that the average
sufficiency rating for bridges exceeded the minimum
acceptable standard.

Total actual maintenance and preservation costs for
roads were lower than planned during fiscal 2018 in all
road classes. Various factors contributed to these
costs being less than planned including bids that came
in under the original estimates, work volumes, lower
fuel costs, and redefining the repairs needed and the
methods used. The average IRl RWP for Interstate
roads was in the excellent condition rating range and
the two other road categories, NHS roads - Non-
Interstate and Non-NHS roads, were in the good
condition rating range. The state’s standard of having
less than 12.5% of all roads rated in poor condition
was met.

Total actual maintenance and preservation costs were
less than planned for bridges on all road classes. This
was due to multiple factors including bids that came in
under benchmark estimates, changes of scope, and
reprioritization to meet the agency’s goals. Bridge
sufficiency ratings were within the state’s policy for the
maintenance of bridges in all road classes.

contributor of Indiana’s real GDP growth was the real
estate and rental and leasing sector, which accounted
for 25% of the total growth.

As of June 2018, the manufacturing sector accounted
for nearly 16.5% of the jobs in Indiana compared to
20.3% in 2002. The largest share of employment was
in the trade, transportation, and utilities sector with
18.6% of employment as of June 2018. Per capita
personal income was $45,150 in 2016, and the state’s
unemployment rate was 3.3% at the end of FY 2018.
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Contacting the Auditor of State

This financial report is designed to provide our receives. If you have questions about this report or
citizens, taxpayers, customers, investors and creditors need additional financial information, contact
with a general overview of the state’s finances and to CAFR@auditor.in.gov or 317-232-3300.

demonstrate the state’s accountability for the money it
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State of Indiana
Statement of Net Position
June 30, 2018

p in

ASSETS
Cash, cash equivalents and investments - unrestricted
Cash, cash equivalents and investments - restricted
Securities lending collateral
Receivables (net)
Due from primary government
Due from component unit
Inventory
Prepaid expenses
Loans
Investment in direct financing lease
OPEB assets
Other assets
Capital assets:
Capital assets not being depreciated/amortized
Capital assets being depreciated/amortized
less accumulated depreciation/amortization
Total capital assets, net of depreciation/amortization
Total assets

DEFERRED OUTFLOWS OF RESOURCES
Accumulated decrease in fair value of hedging derivatives
Debt refunding loss
Outflows of resources related to pensions
Swap termination
Outflows of resources related to OPEB
Total deferred outflows of resources

LIABILITIES

Accounts payable
Interest payable
Tax refunds payable
Payables to other governments
Due to component unit
Due to primary government
Unearned revenue
Advances from federal government
Securities lending collateral
Derivative instrument liability
Other liabilities
Long-term liabilities:

Due within 1 year

Due in more than 1 year

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Advanced payment for service concession agreement
Service concession arrangement receipts
Related to pensions
Related to OPEB
Related to Irrevocable Split Interest Agreements
Total deferred inflows of resources

NET POSITION
Net investment in capital assets
Restricted - nonexpendable:
Grants/constitutional restrictions
Permanent funds
Instruction and research
Student aid
Other purposes
Restricted - expendable:
Grants/constitutional restrictions
Future debt service
Instruction and research
Student aid
Endowments
Capital projects
Unemployment compensation
Other purposes
Unrestricted
Total net position
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Primary Government

Governmental Business-type
Activities Activities Total Component Units
$ 6,666,727 $ 77,401 $ 6,744,128 $ 5,545,162
506,450 600,840 1,107,290 8,176,903
2,383,978 - 2,383,978 90,182
2,690,172 185,558 2,875,730 2,132,998
- - - 28,666
12,990 - 12,990 -
3,279 694 3,973 14,352
75,064 78 75,142 11,841
409,771 - 409,771 2,415,533
- - - 2,077,008
- - - 35,655
4,312 28 4,340 284,608
15,630,562 34 15,630,596 2,605,535
3,149,831 714 3,150,545 14,676,981
(1,989,250) (554) (1,989,804) (6,728,717)
16,791,143 194 16,791,337 10,553,799
29,543,886 864,793 30,408,679 31,366,707
- - - 84,805
- - - 92,244
1,532,052 - 1,532,052 113,183
108 - 108 65,704
42,564 - 42,564 85,987
1,574,724 - 1,574,724 441,923
1,441,960 54,423 1,496,383 491,259
- - - 104,977
74,930 - 74,930 -
202,751 - 202,751 -
28,666 - 28,666 -
- - - 12,990
333 4,607 4,940 487,250
- - - 23,163
2,383,978 - 2,383,978 90,182
- - - 85,172
4,316 274 4,590 214,408
161,924 1,876 163,800 1,030,881
14,908,356 23,432 14,931,788 9,813,689
19,207,214 84,612 19,291,826 12,353,971
- - - 3,115,573
- - - 279,870
25,089 - 25,089 36,510
53,762 - 53,762 39,454
211 - 211 19,307
79,062 - 79,062 3,490,714
15,809,335 194 15,809,529 6,218,583
100 - 100 -
501,125 - 501,125 106,320
- - - 1,098,813
- - - 1,110,008
75,064 - 75,064 429,143
508,774 - 508,774 1,763,594
- - - 279,764
- - - 838,957
- - - 763,417
- - - 554,265
- - - 458,991
- 732,369 732,369 -
- - - 524,084
(5,062,064) 47,618 (5,014,446) 1,818,006
$ 11,832,334 $ 780,181 $ 12,612,515 $ 15,963,945

The notes to the financial statements are an integral part of this statement.
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State of Indiana
Balance Sheet
Governmental Funds
June 30, 2018

(amounts expressed in thousands)

Public Welfare- US Department Non-Major
Medicaid of Health and Governmental
General Fund Assistance Fund Human Services Funds Total
ASSETS
Cash, cash equivalents and investments-
unrestricted $ 1,949,396 $ 574,068 $ - $ 3,962,840 $ 6,486,304
Cash, cash equivalents and investments-
restricted 506,350 - - 100 506,450
Securities lending collateral 2,383,978 - - - 2,383,978
Receivables:
Taxes (net of allowance for uncollectible 1,447,912 - - 165,675 1,613,587
Accounts 9,248 246,945 871 62,098 319,162
Grants 11 178,238 167,346 171,597 517,192
Interest 12,219 - - 643 12,862
Interfund loans 449,382 - - 10,085 459,467
Due from component unit - - - 12,990 12,990
Prepaid expenditures 75,021 - - 43 75,064
Loans 600 - - 409,171 409,771
Other 3,903 - - 409 4,312
Total assets 6,838,020 999,251 168,217 4,795,651 12,801,139
Total assets and deferred outflow of
resources $ 6,838,020 $ 999,251 $ 168,217 $ 4,795,651 $ 12,801,139
LIABILITIES
Accounts payable $ 124,146 $ 294,860 $ 100,356 $ 327,152 $ 846,514
Salaries and benefits payable 46,749 - 7,009 24,727 78,485
Interfund loans - - 441,006 18,461 459,467
Interfunds services used 5,725 10 1,670 2,268 9,673
Intergovernmental payable 39,009 - - 163,742 202,751
Due to component unit 3,666 - - - 3,666
Tax refunds payable 68,822 - - 6,108 74,930
Unearned revenue - - - 331 331
Accrued liability for compensated absences-
current 2,949 - 574 1,808 5,331
Other payables 3,903 - - 409 4,312
Securities lending collateral 2,383,978 - - - 2,383,978
Total liabilities 2,678,947 294,870 550,615 545,006 4,069,438
DEFERRED INFLOW OF RESOURCES
Unavailable revenue 221,364 - 77,567 71,486 370,417
Total deferred inflow of resources 221,364 - 77,567 71,486 370,417
FUND BALANCE
Nonspendable 75,021 - - 501,168 576,189
Restricted 507,392 - - 100 507,492
Committed 51,120 - - 875,802 926,922
Assigned 3,028,641 704,381 - 2,862,909 6,595,931
Unassigned 275,535 - (459,965) (60,820) (245,250)
Total fund balance 3,937,709 704,381 (459,965) 4,179,159 8,361,284
Total liabilities, deferred inflow of
resources, and fund balance $ 6,838,020 $ 999,251 $ 168,217 $ 4,795,651 $ 12,801,139

The notes to the financial statements are an integral part of this statement.
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State of Indiana

Reconciliation of the Governmental Funds Balance Sheet
to the Statement of Net Position

June 30, 2018

(amounts expressed in thousands)

Total fund balances-governmental funds

Amounts reported for governmental activities in the statement of net position are different
because:

Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds. These assets consist of:

Land $
Infrastructure assets
Construction in progress
Property, plant, and equipment
Computer software
Accumulated depreciation

2,366,346
12,605,028
693,909
2,761,225
257,901
(1,940,340)

Total capital assets, net of depreciation

Some of the state's receivables will be collected after year-end but are not available soon
enough to pay for the current period's expenditures and therefore are deferred in the funds.

Taxes receivable
Accounts receivable

233,578
320,733

Total receivables

Some liabilities reported in the statement of net position do not require the use of current
financial resources and therefore are not reported as expenditures in the funds.

Accounts payable
Litigation liabilities
Pollution remediation

(411,998)
(56,580)
(18,807)

Total liabilities

Internal service funds are used by management to charge the costs of certain
activities to individual funds. The assets and liabilities of the internal service funds are
included in governmental activities in the statement of net position.

Some liabilities are not due and payable in the current period and therefore are not reported
in the funds. Those liabilities consist of:

Accrued liability for compensated absences
Other postemployment benefits

Loan from the Indiana Board for Depositories
Capital lease payable

Net pension liability and related deferrals

(159,156)
(514,257)
(25,000)
(974,346)
(11,858,294)

Total long-term liabilities

Net position of governmental activities

The notes to the financial statements are an integral part of this statement.

8,361,284

16,744,069

554,311

(487,385)

191,108

(13,531,053)

$

11,832,334
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State of Indiana

Statement of Revenues, Expenditures,
and Changes in Fund Balances

Governmental Funds

For the Year Ended June 30, 2018

(amounts expressed in thousands)

US Department

Public Welfare- of Health and Non-Major
Medicaid Human Services Governmental
General Fund Assistance Fund Fund Funds Total
Revenues:
Taxes:
Income $ 6,400,467 $ - $ - $ 201 $ 6,400,668
Sales 7,756,396 - - 73,746 7,830,142
Fuels 1,999 - - 1,471,237 1,473,236
Gaming 47,984 - - 582,278 630,262
Alcohol and tobacco 260,058 - - 167,510 427,568
Insurance 226,356 - - 4,642 230,998
Financial Institutions - - - 105,963 105,963
Other 339,869 - - 16,007 355,876
Total taxes 15,033,129 - - 2,421,584 17,454,713
Current service charges 219,008 948,898 1,234 1,616,888 2,786,028
Investment income 89,240 - - 18,328 107,568
Sales/rents 124 - - 15,809 15,933
Grants 5,568 8,408,223 1,338,352 3,629,476 13,381,619
Other 41,035 4 100 90,175 131,314
Total revenues 15,388,104 9,357,125 1,339,686 7,792,260 33,877,175
Expenditures:
Current:
General government 961,207 - 20,932 361,874 1,344,013
Public safety 1,146,856 - 10,041 484,261 1,641,158
Health 45,960 - 138,096 201,605 385,661
Welfare 1,178,934 11,384,871 1,408,999 1,179,110 15,151,914
Conservation, culture and development 90,521 - 7,396 462,311 560,228
Education 10,210,951 - 85,080 1,106,958 11,402,989
Transportation 167,727 - - 2,911,420 3,079,147
Debt service:
Capital lease principal 3,031 - 61 55,770 58,862
Capital lease interest 526 - 2 44,996 45,524
Capital outlay - - - 16,570 16,570
Total expenditures 13,805,713 11,384,871 1,670,607 6,824,875 33,686,066
Excess (deficiency) of revenues over (under)
expenditures 1,582,391 (2,027,746) (330,921) 967,385 191,109
Other financing sources (uses):
Transfers in 1,216,601 2,476,644 327,581 2,021,103 6,041,929
Transfers (out) (2,762,999) (250,388) (64,853) (2,961,269) (6,039,509)
Issuance of capital lease 645 - - 214,066 214,711
Total other financing sources (uses) (1,545,753) 2,226,256 262,728 (726,100) 217,131
Net change in fund balances 36,638 198,510 (68,193) 241,285 408,240
Fund Balance July 1, as restated 3,901,071 505,871 (391,772) 3,937,874 7,953,044
Fund Balance June 30 $ 3,937,709 $ 704,381 $ (459,965) $ 4,179,159 $ 8,361,284

The notes to the financial statements are an integral part of this statement.
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State of Indiana

Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities

For the Year Ended June 30, 2018

(amounts expressed in thousands)
Net change in fund balances-total governmental funds $ 408,240

Amounts reported for governmental activities in the statement of activities are
different because:

Governmental funds report net capital outlays for infrastructure as expenditures.
However in the statement of activities these outlays are capitalized and
under the modified approach not depreciated. This is the amount of the net
capital outlays for infrastructure under the modified approach in the current 337,823
period.

Governmental funds report net capital outlays as expenditures. However in the
statement of activities the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. This is the amount by which
net capital outlays ($15,256) exceeds depreciation ($151,637) in the
current period. (166,893)

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds.
Tax revenue (75,195)
Non-tax revenue 134,568

Expenses reported in the statement of activities that do not require the use
of current financial resources are not reported as expenditures in the funds.
Operating expenses 14,077

The change in net pension liability does not provide or require the use of
current financial resources:

Increase in net pension liabilities (14,949)

The change in other postemployment benefits do not provide or
require the use of current financial resources. 69,858

Internal service funds are used by management to charge the costs of certain
activities, such as insurance, data processing, telecommunications, fleet
management, and printing, to individual funds. The net revenue (expense) of
internal service funds is reported with governmental activities. 49,029

Change in net position of governmental activities. $ 756,558

The notes to the financial statements are an integral part of this statement.



Comprehensive Annual Financial Report - State of Indiana - 31




State of Indiana

Statement of Fund Net Position
Proprietary Funds

June 30, 2018

(amounts expressed in thousands)

Assets
Current assets:
Cash, cash equivalents and investments - unrestricted
Cash, cash equivalents and investments - restricted
Receivables:
Accounts
Interest
Interfund services provided
Inventory
Prepaid expenses
Other assets

Total current assets

Noncurrent assets:
Accounts receivable
Capital assets:
Capital assets not being depreciated/amortized
Capital assets being depreciated/amortized
less accumulated depreciation/amortization
Total capital assets, net of depreciation/amortization
Total noncurrent assets

Total assets

Deferred Outflows of Resources
Related to pensions
Related to OPEB
Total deferred outflows of resources

Liabilities
Current liabilities:
Accounts payable
Claims payable
Salaries and benefits payable
Accrued liability for compensated absences
Unearned revenue

Other liabilities
Total current liabilities

Noncurrent liabilities:
Accrued liability for compensated absences
Claims payable
Net pension liability
Net OPEB Liability
Total noncurrent liabilites

Total liabilities

Deferred Inflows of Resources
Related to pensions
Related to OPEB
Total deferred inflows of resources

Net position

Net investment in capital assets

Restricted-expendable:
Unemployment compensation

Unrestricted (deficit)

Total net position
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Unemployment

Non-Major Enterprise

Internal Service

Compensation Fund Funds Total Funds

$ - $ 77,401 77,401 $ 180,425
600,840 - 600,840 -
40,695 448 41,143 25,498
2,900 258 3,158 -

- - - 9,673

- 694 694 3,279

- 78 78 -

- 28 28 -
644,435 78,907 723,342 218,875
141,257 - 141,257 -
- 34 34 -

- 714 714 95,774
- (554) (554) (48,911)

- 194 194 46,863
141,257 194 141,451 46,863
785,692 79,101 864,793 265,738
- - - 8,607

- - - 108

- - - 8,715
53,323 639 53,962 46,364
- 1,678 1,678 -

- 461 461 2,021

- 198 198 2,863

- 4,607 4,607 2

- 274 274 4

53,323 7,857 61,180 51,254
- 564 564 2,706

- 22,868 22,868 -

- - - 28,937

- - - 203

- 23,432 23,432 31,846

53,323 31,289 84,612 83,100
- - - 217

- - - 28

- - - 245

- 194 194 39,612
732,369 - 732,369 -
- 47,618 47,618 151,496

$ 732,369 $ 47,812 780,181 $ 191,108

The notes to the financial statements are an integral part of this statement.
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State of Indiana

Statement of Revenues, Expenses and
Changes in Fund Net Position

Proprietary Funds

For the Fiscal Year Ended June 30, 2018

(amounts expressed in thousands)

Unemployment Non-Major Enterprise Internal Service
Compensation Fund Funds Total Funds
Operating revenues:
Sales/rents/premiums $ - $ 27,435 $ 27,435 $ 601,981
Employer contributions 501,716 - 501,716 -
Charges for services - - - 10,277
Other - 125 125 1,549
Total operating revenues 501,716 27,560 529,276 613,807
Cost of sales - 5,407 5,407 20,077
Gross margin 501,716 22,153 523,869 593,730
Operating expenses:
General and administrative expense - 18,428 18,428 166,166
Claims expense - 506 506 -
Health / disability benefit payments - - - 364,559
Unemployment compensation benefits 257,338 - 257,338 -
Depreciation and amortization - 43 43 11,518
Other - 18 18 -
Total operating expenses 257,338 18,995 276,333 542,243
Operating income (loss) 244 378 3,158 247,536 51,487
Nonoperating revenues (expenses):
Interest and other investment income 10,332 48 10,380 2
Interest and other investment expense - (690) (690) -
Gain (Loss) on disposition of assets - - - (1,897)
Contributions to other postemployment benefits - - - (16,645)
Total nonoperating revenues (expenses) 10,332 (642) 9,690 (18,540)
Income before contributions and transfers 254,710 2,516 257,226 32,947
Capital contributions - - - 16,413
Transfers in - - - 1,176
Transfers (out) - (2,089) (2,089) (1,507)
Change in net position 254,710 427 255,137 49,029
Net position, July 1, as restated 477,659 47,385 525,044 142,079
Net position, June 30 $ 732,369 $ 47,812 $ 780,181 $ 191,108

The notes to the financial statements are an integral part of this statement.
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State of Indiana

Statement of Cash Flows

Proprietary Funds

For the Fiscal Year Ended June 30, 2018

(amounts expressed in thousands)

Unemployment

Compensation Non-Major Internal Service
Fund Enterprise Funds Total Funds
Cash flows from operating activities:
Cash received from customers $ 524,243  $ 27,615 551,858  § 616,727
Cash paid for general and administrative - (18,231) (18,231) (169,894)
Cash paid for salary/health/disability benefit payments (251,347) - (251,347) (50,302)
Cash paid to suppliers - (5,372) (5,372) (19,951)
Cash paid for claims expense - (960) (960) (317,081)
Other operating income - - - 78
Net cash provided (used) by operating activities 272,896 3,052 275,948 59,577
Cash flows from noncapital financing activities:
Transfers in - - - 1,176
Transfers out - (2,089) (2,089) (1,507)
Increase (decrease) in contributed capital - - - 16,413
Contributions to other postemployment benefits - - - (16,645)
Net cash provided (used) by noncapital financing activities - (2,089) (2,089) (563)

Cash flows from capital and related financing activities:
Acquisition/construction of capital assets - (34) (34) (21,431)
Proceeds from sale of assets - - - 1,247

Net cash provided (used) by capital and related financing

activities - (34) (34) (20,184)
Cash flows from investing activities:
Proceeds from sales of investments - 5,000 5,000 -
Purchase of investments - (4,997) (4,997) -
Interest income (expense) on investments 7,432 1,197 8,629 2

Net cash provided (used) by investing activities 7,432 1,200 8,632 2
Net increase (decrease) in cash and cash equivalents 280,328 2,129 282,457 38,832
Cash and cash equivalents, July 1 320,512 14,963 335,475 141,593
Cash and cash equivalents, June 30 $ 600,840 $ 17,092 617,932 $ 180,425
Reconciliation of cash , cash equivalents and investments:
Cash and cash equivalents unrestricted at end of year $ - $ 17,092 17,092 $ 180,425
Cash and cash equivalents restricted at end of year 600,840 - 600,840 -
Investments unrestricted - 60,309 60,309 -
Cash, cash equivalents and investments per balance sheet § 600,840 $ 77,401 678,241 $ 180,425
Noncash investing, capital and financing activities:
Increase (Decrease) in fair value of investments $ - $ 3 3 $ -
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State of Indiana

Statement of Cash Flows

Proprietary Funds

For the Fiscal Year Ended June 30, 2018

(amounts expressed in thousands)

Unemployment

Compensation Non-Major Internal Service
Fund Enterprise Funds Total Funds

Reconciliation of operating income to net cash provided
(used) by operating activities:
Operating income (loss) $ 244378 $ 3,158 247,536 $ 51,487
Adjustments to reconcile operating income (loss) to net cash
provided (used) by operating activities:
Depreciation/amortization expense - 43 43 11,518
(Increase) decrease in receivables 22,527 (45) 22,482 2,842
(Increase) decrease in interfund services provided - - - 163
(Increase) decrease in inventory - 34 34 350
(Increase) decrease in prepaid expenses - 39 39 -
(Increase) decrease in deferred outflows - - - 2,057
Increase (decrease) in claims payable - (454) (454) (2,880)
Increase (decrease) in accounts payable 5,991 24 6,015 (5,405)
Increase (decrease) in unearned revenue - 142 142 (4)
Increase (decrease) in salaries payable - 69 69 85
Increase (decrease) in compensated absences - 50 50 166
Increase (decrease) in net pension liabilities - - - 302
Increase (decrease) in net OPEB liabilties - - - (934)
Increase (decrease) in deferred inflows - - - (169)
Increase (decrease) in other payables - (8) (8) (1)
Net cash provided (used) by operating activities $ 272,896 $ 3,052 275,948 $ 59,577

The notes to the financial statements are an integral part of this statement.



State of Indiana

Statement of Fiduciary Net Position

Fiduciary Funds
June 30, 2018

(amounts expressed in thousands)

Assets

Cash, cash equivalents and non-pension

investments
Securities lending collateral
Receivables:
Taxes
Contributions
Interest
Securities lending
Member loans
Accounts
From investment sales
Other
Total receivables

Pension and other employee benefit investments at fair value:

Short term investments

Equity Securities

Debt Securities

Other

Total investments at fair value

Other assets
Property, plant and equipment

net of accumulated depreciation

Total assets

Liabilities
Accounts/escrows payable
Salaries and benefits payable
Securities lending payable
Benefits payable
Investment purchases payable
Securities purchased payable
Securities lending collateral
Other

Total liabilities

Net Position

Restricted for:
Employees' pension benefits
OPEB benefits
Future death benefits
Trust beneficiaries
Investment pool participants

Total net position

The notes to the financial statements are an integral part of this statement.
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Pension and Other
Employee Benefit
Trust Funds

Private-Purpose
Trust Funds

Investment Trust
Fund

Agency Funds

$ 45,691
307,922

36,246
90,702

63

77
8,496,263
28

$ 71,190

$ 1,063,892

$ 861,974

8,623,379

195

1,400,676
9,081,946
13,361,204
11,721,862

35,565,688

159

5,165

44,548,004

71,385

1,064,009

$ 881,315

8,933

63

6,584
8,747,161
298,692
307,922
1,707

253

$ 881,315

9,371,062

$ 881,315

34,643,873
518,290
14,779

71,036

1,063,874

$ 35,176,942

$ 71,036

$ 1,063,874
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State of Indiana

Statement of Changes in Fiduciary Net Position
Fiduciary Funds

For the Year Ended June 30, 2018

(amounts expressed in thousands)

Pension and Other

Employee Benefit Private-Purpose Investment Trust
Trust Funds Trust Funds Fund
Additions:
Member contributions $ 366,586 $ 77 $ 1,437,317
Employer contributions 1,074,558 - -
Contributions from the State of Indiana 1,124,814 - -
Net investment income (loss) 3,061,249 659 13,168
Less investment expense (206,744) - -
Current service charges - 9,671 -
Federal reimbursements 585 - -
Donations/escheats - 111,149 -
Reinvestment of distributions - - 11,924
Other 995 - -
Total additions 5,422,043 121,556 1,462,409
Deductions:
Pension and disability benefits 2,553,292 - -
Retiree health benefits 42,329 - -
Death benefits 1,634 - -
Payments to participants/beneficiaries - 119,030 12,006
Refunds of contributions and interest 179,625 - 1,139,730
Administrative 42,759 - 871
Pension relief distributions 212,634 - -
Other 1,151 - 207
Total deductions 3,033,424 119,030 1,152,814
Net increase (decrease) in net position 2,388,619 2,526 309,595
Net position restricted, July 1, as restated 32,788,323 68,510 754,279
Net position restricted, June 30 $ 35,176,942 $ 71,036 $ 1,063,874

The notes to the financial statements are an integral part of this statement.
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State of Indiana

Combining Statement of Net Position
Discretely Presented Component Units
June 30, 2018

(amounts expressed in thousands)

Colleges and

Governmental Proprietary Universities Total
Assets
Current assets:
Cash, cash equivalents and investments - unrestricted $ 8619 § 577,237 $ 753,670 $ 1,339,526
Cash, cash equivalents and investments - restricted 125,308 1,202,052 735,993 2,063,353
Securities lending collateral - - 90,182 90,182
Receivables (net) 3,173 365,666 516,449 885,288
Due from primary government - 5,000 3,666 8,666
Inventory - 147 14,205 14,352
Prepaid expenses - 5,650 6,191 11,841
Loans - 143,622 - 143,622
Investment in direct financing lease - 100,618 278 100,896
Other assets - 553 121,827 122,380
Total current assets 137,100 2,400,545 2,242 461 4,780,106
Noncurrent assets:
Cash, cash equivalents and investments - unrestricted - 377,035 3,828,601 4,205,636
Cash, cash equivalents and investments - restricted - 702,674 5,410,876 6,113,550
Receivables (net) - 640,693 607,017 1,247,710
Due from primary government - 20,000 - 20,000
Loans 70,194 2,201,717 - 2,271,911
Investment in direct financing lease - 1,970,928 5,184 1,976,112
OPEB assets - - 35,655 35,655
Other assets - 115,709 46,519 162,228
Capital assets:
Capital assets not being depreciated/amortized - 1,834,794 770,741 2,605,535
Capital assets being depreciated/amortized 424 974,500 13,702,057 14,676,981
less accumulated depreciation/amortization (188) (456,081) (6,272,448) (6,728,717)
Total capital assets, net of depreciation/amortization 236 2,353,213 8,200,350 10,553,799
Total noncurrent assets 70,430 8,381,969 18,134,202 26,586,601
Total assets 207,530 10,782,514 20,376,663 31,366,707
Deferred Outflows of Resources
Accumulated decrease in fair value of hedging derivatives - 84,098 707 84,805
Debt refunding loss - 51,798 40,446 92,244
Related to pensions 1,860 6,135 105,188 113,183
Swap termination - 65,704 - 65,704
Related to OPEB - - 85,987 85,987
Total deferred outflows of resources 1,860 207,735 232,328 441,923
Liabilities
Current liabilities:
Accounts payable 5,899 50,434 434,926 491,259
Interest payable - 68,979 35,998 104,977
Due to primary government - 12,990 - 12,990
Unearned revenue 5,789 146,925 266,651 419,365
Securities lending collateral - - 90,182 90,182
Accrued liability for compensated absences - 195 91,335 91,530
Other liabilities 336 35,219 33,607 69,162
Current portion of long-term liabilities 468 619,602 319,281 939,351

Total current liabilities 12,492 934,344 1,271,980 2,218,816




State of Indiana

Combining Statement of Net Position
Discretely Presented Component Units
June 30, 2018

(amounts expressed in thousands)

Noncurrent liabilities:
Accrued liability for compensated absences
Accrued prize liabilities
Net pension and OPEB liabilities
Unearned revenue
Funds held in trust for others
Advances from federal government
Revenue bonds/notes payable
Derivative instrument liability
Other noncurrent liabilities

Total noncurrent liabilities
Total liabilities

Deferred Inflows of Resources
Advanced payment for service concession agreement
Service concession arrangement receipts
Related to pensions
Related to OPEB
Related to irrevocable split interest agreements

Total deferred inflows of resources

Net Position

Net investment in capital assets

Restricted - nonexpendable:
Permanent funds
Instruction and research
Student aid
Other purposes

Restricted - expendable:
Grants/constitutional restrictions
Future debt service
Instruction and research
Student aid
Endowments
Capital projects
Other purposes

Unrestricted

Total net position

The notes to the financial statements are an integral part of this statement.
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Colleges and

Governmental Proprietary Universities Total
- 72 83,167 83,239
- 91,272 - 91,272
4,797 21,260 667,865 693,922
- 12,635 55,250 67,885
- - 273,774 273,774
- - 23,163 23,163
- 5,709,535 2,961,947 8,671,482
- 84,465 707 85,172
- 54,388 90,858 145,246
4,797 5,973,627 4,156,731 10,135,155
17,289 6,907,971 5,428,711 12,353,971
- 3,115,573 - 3,115,573
- 277,988 1,882 279,870
72 294 36,144 36,510
- - 39,454 39,454
- 101 19,206 19,307
72 3,393,956 96,686 3,490,714
236 1,055,438 5,162,909 6,218,583
- 782 105,538 106,320
- - 1,098,813 1,098,813
- - 1,110,008 1,110,008
- - 429,143 429,143
186,639 1,651,985 24,970 1,763,594
- 262,785 16,979 279,764
- - 838,957 838,957
- 3 763,414 763,4