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Tera K. Klutz, CPA 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, 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,
Indiana, the state’s largest county, geographically, and the third largest by population. First
elected in 2010 and again in 2014, Klutz streamlined the county’s payment system and ensured
the county’s fiscal house was in order. Between 2013 and 2016, Klutz was very active in the
Association of Indiana Counties’ Legislative Committee. As Chairwoman, she oversaw and
directed the Association’s legislative priorities by assisting in the analysis and review of proposed
legislation and regularly testified before the Indiana General Assembly.

In 2016, Klutz was named the Indiana Auditor of the Year by the Indiana Auditors’ Association for
her dedicated and tireless work. Before serving in the public sector, Klutz served as a Senior
Accountant at PriceWaterhouseCoopers in Ft. Wayne, Indiana.

As part of her ‘First Year Initiatives, Klutz has created an Internal Controls Department tasked
with reviewing the processes with the Auditor’s office to enhance services provided to Hoosiers.
She has also begun the process of overhauling the Indiana Transparency Portal to provide even
more useful data regarding the state’s spending and purchasing.

Klutz holds a Bachelor's Degree in Accounting from Indiana University- Purdue University Ft.
Wayne. She is married to Zach Klutz and they have 2 daughters; Alyx and Julian.

Auditor Klutz is a member of the Indiana CPA Society, the American Institute of CPAs, Pass the
Torch, and Cornerstone Lutheran Church.
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The Crossroads of America

NN 2 T
The Lewis and Clark Bridge spans the Ohio River and connects Indiana State Road 265 with
Kentucky State Highway 841. (Photo courtesy of INDOT)

Long before the Indiana General Assembly codified it as the State’s official motto
in 1937, Indiana has been known as the ‘Crossroads of America.” According to the
Indiana Department of Transportation, over 81 Million vehicles travel Hoosier
roads each year. Indiana is located within a day’s drive of two-thirds of the
nation’s population and with over 14 Interstate highways beginning in, ending in,
or passing through Indiana, it comes as no surprise that our state’s infrastructure
is a vital part of the American economy. As Indiana enters its Third Century of
Statehood, we are committed to improving the infrastructure to assure we live up
to our moniker for another 200 years.
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Auditor of Slate

Tera K. Klutz, cra

December 19, 2017

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, 2017, 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 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
Website: www.in.gov/ auditor — Telephone: 317-232-3300
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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 at 6,619,680
which makes Indiana the nation's 16th most populated State. 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 State Constitution establishes the
government in three separate departments: 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 the State 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 State 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, 315 Trial
Courts (including Circuit Courts), and one Tax Court.

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 2016 Gross Domestic Product of $341.9 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
professional and business services sector, which accounted for 33% of Indiana’s GDP growth in 2016. The
second largest contributor of Indiana’s real GDP growth was educational services, health care, and social
assistance, which accounted for 25% of the total growth.

As of June 2017, the manufacturing sector accounted for nearly 16.9% of the jobs in Indiana compared to
20.3% in 2002. The share of employment accounted for by the health care and social services sector
increased from 10.2% in 2002 to 12.9% as of June 2017. Per capita personal income was $43,097 in
2016, and the State’s unemployment rate was 3.0% at the end of FY 2017.
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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 vield on the General Fund investments was 0.52% for the fiscal year ended June 30, 2017. The
average Yyield on the total investment of all funds, except for pension trust funds, was 0.76% for the fiscal
year ended June 30, 2017. 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 of the 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 $9.0 billion as of June 30, 2017.

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 State Budget Agency, Management Performance
Hub, Office of State Based Initiatives, Department of Revenue, Department of Local Government Finance,
Indiana Finance Authority, State Board of Accounts, Indiana Public Retirement System, Indiana Office of
Technology, and Indiana Board of Tax Review.

In June 2017, Indiana closed the books with $1.771 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 continues to fund quality of place investments 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 —

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 FY 2017 totaled $6.92 billion. In addition, there was a distribution
of $26.1 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, lvy Tech Community College of Indiana,
Purdue University, University of Southern Indiana, and Vincennes University. Higher education
expenditures from the General Fund were $1.52 billion for FY 2017, which included funding for university
operating, fee-replaced debt service, and line items. An additional $453.6 million was appropriated for
other higher education line items, university repair and rehabilitation, university capital projects, and state
student aid.

Since FY 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 $711.1 million for FY 2017.

Offender population is the most significant driver of corrections expenditures. The total offender
population, including those in jail and contract beds, decreased by 0.9% to 26,173 at the end of FY 2017
compared to 26,420 at the end of FY 2016.

Transportation — As a result of the Major Moves program and the Major Moves 2020 program, Indiana
has seen record construction. The Indiana Department of Transportation (INDOT) is executing a $12.0
billion construction program made possible in part by the lease of the Indiana Toll Road. INDOT is
aggressively working to advance as much work as possible from later construction years to take advantage
of favorable price conditions. This also helps deliver the benefits of the new highways much earlier, and
spurs job creation. In addition, $100.0 million was appropriated from the General Fund for highway capacity
enhancements in FY 2017.

In FY 2017, a one-time transfer of $427.9 million from General Fund reserves was made to INDOT and
local governments for road and bridge maintenance and construction. This transfer was the result of an FY
2016 excess reserves calculation.

Conservation and Environment - In FY 2017, the Department of Natural Resources (DNR) continued
the largest land conservation initiative in the State’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 14,300 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 2017, nearly 200 BNT projects had been approved.

In 2016, the Indiana Heritage Trust was renamed the President Benjamin Harrison Conservation Trust
Fund. The purpose of the trust is to acquire and protect land that represents outstanding natural resources
and habitats, or have recreational, historical, or archeological significance.

Health and Human Services — Medicaid is a state/federal shared fiscal responsibility with the state
supporting 33.26% of the total program through a combination of General Fund and dedicated funds over
the biennium and the remaining 66.74% funded through federal funding. Indiana’s base federal
reimbursement rate equaled 66.52% for Federal FY 2015 and 66.74% for Federal FY 2016. In FY 2017,
General Fund Medicaid expenditures totaled $1.97 billion. Total Medicaid and CHIP enroliment at the end
of FY 2017 was 1,416,322.

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 has been designed to
improve healthcare utilization and promote personal responsibility. In addition, HIP 2.0 will maintain
financial sustainability and will not increase taxes for Hoosiers. The program will be funded by enhanced
federal funding, the hospital assessment fee, and existing cigarette tax revenues previously used for HIP.

In its eleventh 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; providing better outcomes and
more cost effective services.

In January 2010, DCS established the Indiana Child Abuse and Neglect Hotline to serve as the centralized
reporting channel for all allegations of child abuse or neglect in Indiana. The Hotline is staffed with trained
intake specialists and at least one supervisor per shift, 24 hours per day, seven days per week, and 365
days per year. DCS has seen the number of calls reported to the Hotline increase by 71% from 2009 to
2016, up from 109,489 in 2009 to 187,137 in 2016.

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 2016, 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 (April 2017), 1st in the Midwest and 9th overall in the Tax Foundation’s State Business Tax
Climate Index (2017), and best in the Midwest and 7th overall in Area Development magazine’s “Top
States for Doing Business” study (Q3 2017).

General Government — Legislation creating an Automatic Taxpayer Refund (ATR) was enacted in FY
2011, requiring any reserves greater than 10% of FY 2013 appropriations to be divided equally between
various pension plans and a refundable tax credit to eligible taxpayers. The statute was again changed
during FY 2016, triggering a one-time transfer from the General Fund reserves of $427.9 million after the
end of the fiscal year for state and local road and bridge preservation. The balance in General Fund at the
end of Fiscal Year 2017 did not result in a transfer.

The state continues to administer Retirement Medical Benefits accounts, established as Health
Reimbursement Arrangements (HRASs), for most employees and elected officials of the State. The purpose
of this defined contribution plan is to allow retirees from State government to have a means to assist with
the payment of health insurance premiums in retirement. Funding for the program comes from 4% of State
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 2017. These funds are then credited to
each employee’s account annually based upon their age. There is also a catch-up provision allowing for
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additional contributions based upon the number of years of service completed by the qualified employee
who is eligible for full unreduced retirement on or before June 30, 2017.

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, 2016. This was the
24th consecutive year that the State of Indiana has achieved this prestigious award.

In order to be awarded a Certificate of Achievement, a government 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 Achievement 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.

Sincerely,

Tera Klutz, CPA Micah Vincent
Auditor of State Director
State of Indiana Office of Management and Budget
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TheSbuth Shore Line
With almost $1.8 billion in reserve, Indiana is in a strong position to weather a

serious crisis

But it’s not just our State Government that is doing well. The City of Fishers was
named as the “Best Place to Live” in the United States by Money Magazine and Ft
Wayne, Evansville, South Bend & Indianapolis all made the Top 20 Cities with the
Lowest Cost of Living by Niche.com.

Investments in infrastructure, such as the South Shore Line in Northern Indiana,
can have a positive effect on economic development and citizens’ quality of living.
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STATE OF INDIANA

AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS
302 WEST WASHINGTON STREET
o 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,
2017, and the related notes to the financial statements, which collectively comprise the State's basic finan-
cial 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 pres-
entation 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 local government investment pool, which represents 100 percent
of the assets, net position, and revenues of the Investment Trust Fund. Nor did we audit the financial
statements of certain component units of the State, as discussed in Note I(A), which represent 33.9 percent,
26.6 percent, and 10.0 percent, respectively, of the assets, net position, and revenues of the colleges and
universities; 100 percent of the assets, net position, and revenues of the governmental discretely presented
component unit; and 99.9 percent, 97.3 percent, and 100 percent, respectively, of the assets, net position,
and revenues of the proprietary discretely presented component units. Nor did we audit the financial state-
ments of the Indiana Public Retirement System, reported as a Fiduciary in Nature Component Unit in Note
I(A), which represents 97.7 percent, 97.1 percent, and 96.5 percent, respectively, of the assets, net position,
and revenues of the Pension and Other Employee Benefit Trust Funds. Nor did we audit the financial
statements of the Indiana State Police Pension Fund, which represents 1.1 percent, 1.4 percent, and 1.5
percent, respectively, of the assets, net position, and revenues of the Pension and Other Employee Benefit
Trust Funds. 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 Ports
of Indiana, Indiana State Fair Commission, Indiana Political Subdivision Risk Management Commission,
State Police Pension, and Indiana Public Retirement System were not audited in accordance with
Government Auditing Standards.
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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, 2017, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management's Discussion and Analysis, Schedule of Funding Progress for Other Postemployment
Benefits, 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 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 information, 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 collec-
tively comprise the State's 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, 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 recon-
ciling 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 as described above, and the report 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 ap-
plied 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, 2017, 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, 2017
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MANAGEMENT’S DISCUSSION
AND ANALYSIS
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STATE OF INDIANA
Management’s Discussion and Analysis

June 30, 2017

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
ended June 30, 2017. 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, fiscal year (FY)
2016 numbers have been restated.

Financial Highlights

e For FY 2017, on a government-wide basis, the
assets and deferred outflows of the State of
Indiana exceeded its liabilities and deferred
inflows by $11.8 billion. This compares with
$11.2 billion for FY 2016, as restated.

o At the end of the current fiscal year, unassigned
fund balance for the general fund was $296.4
million, or 2.3% 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 $16.0 billion, which are offset
by general revenues totaling $16.7 billion, giving
an increase in net position of $0.7 billion.

e General revenue for the primary government
increased by $464.0 million, or 2.9%, from FY
2016. Sales tax revenues increased by $240.7
million and income tax revenue increased $220.0
million. The increase in sales and income tax
revenues can be attributed to a reduction in
Indiana’s unemployment rate, increases in the
median household income, and growth in our
GDP.

Combined budget balances for FY 2017 were
$1.8 billion. That balance consists of $302.7
million in the General Fund, $577.6 million in the
Medicaid Contingency Reserve Fund, $348.3
million in the Tuition Reserve Fund, and $548.5
million in the Rainy Day Fund.

$1.8 billion represents 11.5% of the General
Fund expenditures for FY 2017. These reserve
balances will protect the state’s critical operations
during the next economic downturn.

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 States report
in October 2017 indicating that Indiana was one
of only “16 states that have the funds they need
for the next recession”.
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Key Economic Indicators

Dec. 31,2016  Dec. 31,2015 % Change

Total Labor Force 3,287,532 3,274,687 0.4%
Total Employed Labor Force 3,156,507 3,125,715 1.0%
Total Goods and Service Employment 3,118,600 3,080,900 1.2%
Service-Providing Employment 2,460,200 2,425,700 1.4%
Goods-Producing Employment 658,400 655,200 0.5%
Unemployment Rate 4.0% 4.5% -11.1%
Median Household Income 52,314 50,532 3.5%

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

Salaries and benefits for state employees represent approximately 7.6% 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
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
2008 32,606 811 1,139 727 339 35,622

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
guestion 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
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the state’s 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
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determine 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
2017 2016 2017 2016 2017 2016

Current and other assets $ 11,1917 $ 12,409.1 $ 603.6 $ 352.3 $ 11,795.3 $ 12,761.4
Capital assets 16,298.2 15,931.0 0.2 0.2 16,298.4 15,931.2

Total assets 27,489.9 28,340.1 603.8 352.5 28,093.7 28,692.6
Deferred outflows of resources 1,660.2 1,668.0 - - 1,660.2 1,668.0

Total deferred outflows of resources 1,660.2 1,668.0 - - 1,660.2 1,668.0
Current liabilities 3,198.5 4,354.2 53.0 45.8 3,251.5 4,400.0
Long-term liabilities 14,634.5 14,434.6 25.7 26.1 14,660.2 14,460.7

Total liabilities 17,833.0 18,788.8 78.7 71.9 17,911.7 18,860.7
Deferred inflows of resources 31.0 332.8 - - 31.0 332.8

Total deferred inflows of resources 31.0 332.8 - - 31.0 332.8
Net position:

Net investment in capital assets 15,475.8 14,934.6 0.2 0.2 15,476.0 14,934.8

Restricted 1,129.7 1,150.9 477.7 233.0 1,607.4 1,383.9

Unrestricted (5,319.4) (5,199.0) 47.2 47.4 (5,272.2) (5,151.6)

Total net position $ 11,286.1 $ 10,886.5 $ 525.1 $ 280.6 $ 11,811.2 $ 11,167.1

At the end of the current fiscal year, net position for
the primary government increased by $644.1 million.

Current and other assets decreased by $966.1 million
due primarily to a decrease in securities lending
collateral. Another contributing factor to this
decrease was the end of the Tax Amnesty program in
2016.

Capital assets increased by $367.2 million. The
principal reason for the increase in capital assets was
the increase in land and infrastructure at the Indiana
Department of Transportation of $313.7 million
primarily due to the continued efforts of the state’s
infrastructure improvement initiative and other large
construction commitments such as the Louisville-

Southern Indiana Ohio River Bridges Project
(LSIORBP).

Total liabilites decreased $949.0 million. This
decrease is due to decreases in securities lending
collateral of $870.5 million, accounts payables of
$279.8 million, and capital leases of $177.8 million.
The securities lending decrease is due to less
securities out on loan as of the fiscal year end.
These decreases were offset by the increase in the
net pension liability of $381.2 million which was due
to investment earnings lower than the assumed rate
of 6.75%.
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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
2017 2016 2017 2016 2017 2016

Revenues
Program revenues:

Charges for services $ 2,477.8 $ 2,369.6 $ 5758 $ 656.8 $ 3,053.6 $ 3,026.4

Operating grants and contributions 12,478.1 11,974.4 - - 12,478.1 11,974.4

Capital grants and contributions 979.0 1,187.3 - - 979.0 1,187.3
General revenues:

Income taxes 6,454.7 6,234.7 - - 6,454.7 6,234.7

Sales taxes 7,577.3 7,336.6 - - 7,577.3 7,336.6

Other 2,627.7 2,622.7 1.7 3.3 2,629.4 2,626.0

Total revenues 32,594.6 31,725.3 577.5 660.1 33,172.1 32,385.4
Program Expense
General government 1,388.5 1,463.4 - - 1,388.5 1,463.4
Public safety 1,738.7 1,567.6 - - 1,738.7 1,567.6
Health 379.2 374.3 - - 379.2 374.3
Welfare 15,046.8 14,270.3 - - 15,046.8 14,270.3
Conservation, culture and development 572.9 545.3 - - 572.9 545.3
Education 11,035.8 11,671.6 - - 11,035.8 11,671.6
Transportation 1,991.6 2,175.5 - - 1,991.6 2,175.5
Interest expense 43.7 45.6 - - 43.7 45.6
Unemployment compensation fund - - 305.4 330.4 305.4 330.4
Other - - 25.4 23.2 25.4 23.2
Total expenses 32,197.2 32,113.6 330.8 353.6 32,528.0 32,467.2

Excess (deficiency) before transfers 397.4 (388.3) 246.7 306.5 644.1 (81.8)
Transfers 2.2 2.6 (2.2) (2.6) - -
Change in net position 399.6 (385.7) 244.5 303.9 644.1 (81.8)
Beginning net position, as restated 10,886.5 11,272.2 280.6 (23.3) 11,167.1 11,248.9
Ending net position $11,286.1 $ 10,886.5 $ 5251 $ 280.6 $11,811.2 $ 11,167.1

Governmental Activities

Program expenses exceeded program revenues by
$16.3 billion. General revenues and transfers were
$16.7 billion. The increase in net position was
$399.6 million, which is 1.2% of total revenues and
1.2% of total expenses.

Excess (deficiency) before transfers increased
$785.7 million from FY 2016 to FY2017.

Revenues increased mainly in operating grants and
contributions. This revenue increased $503.7 million
over the previous fiscal year due to an increase in
federal funding for Medicaid. In addition, income
taxes increased $220.0 million or 3.5% and sales tax
increased $240.7 million or 3.3%. These increases
were previously explained under financial highlights.

Expenses overall remained steady with only an
increase of $0.8 million or 0.3%.

Education expenses decreased $635.8 million due to
the decrease in pension expense for the Teachers
Retirement fund. Changes of assumptions from the
2015 experience study caused the pension expense
in 2016 to be significantly greater than 2017.

Transportation expenses decreased $183.9 million
due to a significant reduction in the investment in
direct financing lease between INDOT and IFA.

These decreases were offset by increases in Public
Safety and Welfare expenses.

Public safety expenses increased $171.1 million
primarily due to increases in net pension liabilities.
Some other programs such as the Patients
Compensation  Fund, Community  Corrections
Program, federal funding for the Department of
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Homeland Security, and payments to counties for
state offenders also increased.

Welfare expenses increased $776.5 million. This
increase is primarily due to the spending of the
increased Medicaid funding by the federal

government and to increased state support required
for the Department of Child Services’ Family and
Children program.

Tax revenues for governmental activities were broken down as follows:

Gaming Fuels

Insurance, 3.8% 5.0%
Alcohol & Tobacco, &
Financial Institutions

4.7% =

Sales
45.6%

Tax Revenues - Governmental Activities

Income Taxes
e 38.9%

S

Tax revenues of $16.6 billion represent 50.9% of total
revenues for governmental activities. This compares
to $16.1 billion or 50.8% of total revenues in FY
2016. Program revenues accounted for $15.9 billion
or 48.9% of total revenues. In FY 2016, program
revenues accounted for $15.5 billion or 49.0% of total
revenues. General revenues other than tax revenues
were $74.5 million or 0.2% of total revenues. Of this
$46.6 million were investment earnings. This

compares to 2016, when general revenues other than
taxes were $70.5 million or 0.2% of total revenues
and $38.3 million was investment earnings.
Investment earnings increased by $8.3 million from
FY 2016 to FY 2017 or 21.7% 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
PR - Grants & 0.2%
Contributions
41.3%

GR - Taxes
50.9%

PR - Chargesfor
Services
7.6%

PR = program revenues
GR = general revenues

Total revenues were 101.2% of expenses which was
an increase from 98.8% in FY 2016. Total revenues
increased 2.7% from $31.7 billion in FY 2016 to
$32.6 billion in FY 2017. Expenses increased 0.3%
from $32.1 billion in FY 2016 to $32.2 billion in FY
2017.

The largest portion of the state’s expenses is for
Welfare, which is $15.0 billion, or 46.7% of total
expenses. This compares with $14.3 billion, or
44.4% of total expenses in FY 2016. The change in
welfare expenses was an increase of $776.5 million
or 5.4%. $3.4 billion of Welfare expenses in FY 2017
were funded from general revenues.

Some of the major expenses were Medicaid
assistance, $11.3 billion, the federal food stamp
program in the U.S. Department of Agriculture Fund,
$1.1 billion, and the U.S. Department of Health and
Human Services Fund, $1.5 billion.

Education comprises 34.3%, or $11.0 billion of the
state’s expenses. In FY 2016, Education accounted
for 36.3%, or $11.7 billion, of expenses. The change

in Education expenses was a decrease of $635.8
million, or 5.4%, as a result of the decrease in
pension expense for the Teachers Retirement fund.
Some of the major expenses were tuition support and
full day kindergarten, $6.9 billion, General Fund
appropriations for State colleges and universities,
$1.5 hillion, Teachers’ Retirement Pension, $765.3
million, federal grant programs from the U.S.
Department of Education Fund, $601.1 million,
federal grant programs from the U.S. Department of
Agriculture Fund, $423.0 million, and federal grant
programs from the U.S. Department of Health and
Human Services Fund, $175.9 million.

$1.4 billion, or 4.3% of expenses, was spent for

General Government. General Government
comprised $1.5 billion or 4.6%% of expenses in FY
2016. General Government includes local

distributions and money for state administration and
those functions that serve the state as a whole.
Overall, general government expenditures decreased
from FY 2016 to FY 2017 by $74.9 million or 5.1%.
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Total expenses for governmental activities were broken down as follows:

Transportation

Education
34.3%

Expenses - Governmental Activities

Government

1.9%
BN

General

4.3%

Public Safety
5.4%

Health/ Welfare
47.9%

Business-type Activities

Business-type activities represent 1.7% of the
Primary Government’s revenues and 1.0% of the
expenses. The Unemployment Compensation Fund
accounts for 95.2% of business-type activities’
operating revenues and 94.1% of operating
expenses. The change in net position for business-
type activities was an increase of $244.5 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 $242.9 million. This compares to FY 2016 when
this fund’s revenues exceeded expenses by $301.3
million. Employer contributions into the fund
decreased by $81.6 million, from $629.9 million in FY
2016 to $548.3 million in FY 2017. The increase in
net position is due to a low number of claims for
benefits against the fund, the Ul Program’s strong
anti-fraud and collections initiatives, and to an
improving economy.

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).

Governmental Activities:
General government
Public safety

Health

Welfare

Education
Transportation
Interest expense

Business-type Activities:
Malpractice Insurance Authority

Inns and Concessions
Total

Net Cost of Primary Government
(in millions of dollars)

June 30, 2017  June 30, 2016 % Change

698.0 $ 776.3 -10.1%

Conservation, culture, and developm

Unemployment Compensation Fund

1,083.6 893.0 21.3%
(93.5) (42.9)  117.9%
3,443.5 3,260.8 5.6%
203.1 144.1 40.9%
9,981.3 10,613.7 -6.0%
902.7 891.8 1.2%
43.7 456 -4.2%
-242.9 2995  -18.9%
1.4 03  366.7%
(3.5) (4.0)  -12.5%

16,017.4 $ 16,279.2 -1.6%




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, 2017
was $3.6 billion, which is 64.7% of assets. This
compares to a fund balance at June 30, 2016 of $3.8
billion, which was 57.6% of assets. This indicates
that the state’s financial position in the General Fund
decreased from the prior year by $271.9 million. The
fund balance of $3.6 billion is composed of
restrictions of $550.5 million, commitments of $3.5
million, and assignments of $2.6 billion, leaving an
unassigned balance of $296.4 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
1(B).

The General Fund’s revenues increased 2.5%, or
$370.7 million, from FY 2016, because of the
increase in total tax revenue which included a $141.9
million (2.3%) increase in income tax and a $242.9
million (3.3%) increase in sales tax. The increase in
tax revenues is explained by the reduction in
unemployment, increase in Indiana’s GDP, and the
increase in median household income

General Fund expenditures increased $292.3 million,
or 2.3% from FY 2016. Distributions in education
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expenditures for state schools for tuition support and
full day kindergarten increased $149.9 million.
Welfare expenditures increased $188.2 million which
is attributed to increased state support required for
the Department of Child Services’ Family and
Children program. The state was required to
increase their support for this program because we
exhausted Title IV-E resources.

General Fund transfers in increased $97.9 million or
7.6% from FY 2016. Transfers out were $3.7 billion in
FY 2017 as compared to $3.1 billion in FY 2016.
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
decreased $271.9 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 $8.3 billion in Federal revenue as
compared to $7.8 billion in FY 2016. State funding
comes through transfers from the General Fund.
Transfers in were $2.6 billion in FY 2017 as
compared to $2.3 billion in FY 2016. Transfers out
were $428.2 million compared with $356.6 million in
FY 2016. The Fund distributed $11.3 billion in
Medicaid assistance during the year, which is an
increase of $0.7 billion over FY 2016. The change in
fund balance increased $101.4 million from FY 2016
to FY 2017.
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General Fund Budgetary Highlights

Actual state General Fund forecasted revenue
collections increased by $454.3 million, or 3.1%, in
FY 2017. Actual expenditure growth was 2.0% from
FY 2016 to FY 2017 compared to a .63% growth from
FY 2015 to FY 2016. As noted above, at year-end,
the state had $1.8 billion in reserves, with $302.7
million residing in the general fund, $577.6 million in
the Medicaid Reserve Fund, $348.3 million in the
Tuition Reserve Fund, and $548.5 million residing in

Capital Asset and Debt
Administration

Capital Assets

Capital assets were $16.3 billion, which was 58.0% of
total assets for the primary government. Related
debt was $0.8 billion. Net investment in capital
assets for the primary government was $15.5 billion.
Related debt was 4.9% of capital assets. Total
capital assets increased $367.2 million or 2.3% and
is attributable to increases in the Indiana Department
of Transportation’s land and infrastructure. The net
increase in capital assets is comprised of increases
for INDOT’s capital assets of $313.7 million and
$95.8 million in computer software, which was offset

the Rainy Day Fund. These changing funding
balances are the result FY 2017 transactions. In FY
2017, a one-time transfer of $427.9 million from
excess reserves in the General Fund was made to
the Indiana Department of Transportation and local
governments for road and bridge maintenance and
construction.

by a decrease of $44.6 million in buildings and
improvements of the primary government INDOT’s
$313.7 million increase is comprised of increases in
land, $37.2 million, and infrastructure consisting of
interstate roads, non-interstate roads, and bridges,
$548.0 million, and a decrease in CIP consisting of
right of way and work in progress, $271.5 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 fiscal year 2016 to fiscal year 2017.

State of Indiana
Capital Assets
(in millions of dollars)
Total
Governmental Business-type Total Primary %
Activities Activities Government Change
2017 2016 2017 2016 2017 2016

Land $ 21669 $ 21349 - $ - $ 21669 $ 21349 1.5%
Infrastructure 12,304.2 11,756.2 - - 12,304.2 11,756.2 4.7%
Construction in Progress 589.6 833.2 - - 589.6 833.2 -29.2%
Property, plant and equipment 2,914.8 2,936.8 0.7 0.6 2,915.5 2,937.4 -0.7%
Computer software 225.5 129.7 - - 225.5 129.7 73.9%
Less accumulated depreciation (1,902.8) (1,859.8) (0.5) (0.4) (1,903.3) (1,860.2) 2.3%
Total $ 16,298.2  §$15931.0 02 $§ 02 $16,2984  $15931.2 2.3%




Long-term Obligations

Major long-term obligations items are included in the
following table. These items comprised 100%
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of total long-term liabilities and 81.8% of total
liabilities.

The following table shows the percentage change from fiscal year 2016 to fiscal year 2017.

State of Indiana
Long-term Liabilities
(in millions of dollars)
Total
Governmental Business-type Total Primary %
Activities Activities Government Change
2017 2016 2016 2017 2016
Accrued liability for
compensated absences $ 149.5 $ 1457 0.7 $ 0.7 $ 1502 $ 1464 2.6%
Capital lease payable 822.4 1,000.3 - 822.4 1,000.3 -17.8%
Claims payable - - 25.0 25.4 25.0 25.4 -1.6%
Net pension liability 13,490.8 13,122.7 - 13,490.8 13,122.7 2.8%
Other postemployment
benefits 133.3 130.3 - 133.3 130.3 2.3%
Pollution remediation 38.4 35.6 - 38.4 35.6 7.9%
Total $14,634.4 $14,434.6 25.7 $ 261 $14,660.1 $14,460.7 1.4%

Total long-term liabilities increased by 1.4% or
$199.4 million. The largest increase was in net
pension liability of $368.1 million. Other long-term
liabilities to increase were accrued liability for
compensated absences by $3.8 million, other post
employment benefits by $3.0 million and pollution
remediation by $2.8 million. These increases are
offset by a decrease to capital leases of $177.9
million.

The increase in NPL is primarily attributable to
investment earnings that were lower than the
assumed rate of return.

Infrastructure

As required by GASB Statement No. 34, the state
has capitalized its infrastructure. This amounts to
$12.3 billion in roads and bridges using the modified
approach, $1.9 billion in right of way classified as
land, and $35.0 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 decrease in capital lease payable is due to the
repayment of principal by the State Highway Fund for
the highway revenue bonds held by the Indiana
Finance Authority.

Claims payable for business activities decreased by
$0.4 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
condition level established and disclosed by
the state.
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e 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 11,000 centerline road miles of
pavement along 214 routes and approximately 5,700
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
2017, indicated that the average IRI 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
80% - 90%). The most recent condition assessment,
completed in FY 2017, indicated that the average

Economic Factors

The economic and revenue forecasts upon which the
FY 2016 — FY 2017 state budget was based were
presented to the State Budget Committee on April 16,
2015. At that time, the U.S. real Gross Domestic
Product (real GDP) was forecast to increase by 4.7%
in FY 2017. Indiana’s personal income was forecast
to increase by 4.4% in FY 2017.

With a 2016 Gross Domestic Product of $347.2
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 professional and business services sector, which
accounted for 33% of Indiana’s GDP growth in 2016.
The second largest contributor of Indiana’s real GDP

sufficiency rating for bridges exceeded the minimum
acceptable standard.

Total actual maintenance and preservation costs for
roads were lower than planned during fiscal 2017 in
all road classes. Various factors contributed to these
costs being less than planned including bids that
come in under the original estimates, work volumes,
lower fuel costs, and redefining the repairs needed
and the methods used. The average IRI 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 more than planned for bridges on the Interstate
and Non-NHS Bridges road classes and less than
planned on the NHS - Non-Interstate road class. In
total, the maintenance and preservation costs for
bridges on all three road classes were greater than
planned by approximately $41.3 million. This was
due to the Indiana Department of Transportation’s
continued emphasis on making improvements to
bridges in 2017. Bridge sufficiency ratings were
within the state’s policy for the maintenance of
bridges in all road classes.

growth was educational services, health care, and
social assistance, which accounted for 25% of the
total growth.

As of June 2017, the manufacturing sector accounted
for nearly 16.9% of the jobs in Indiana compared to
16.7% in 2016. The share of employment accounted
for by the health care and social services sector
remained steady at 12.9% as of June 2016 and 2017.
Per capita personal income was $43,097 in 2016,
and the state’s unemployment rate was 3.0% at the
end of FY 2017.
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Contacting the Auditor of State

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

finances and to demonstrate the state’s
accountability for the money it receives. If you have
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State of Indiana
Statement of Net Position
June 30, 2017

(amounts expressed in thousands)

Primary Government

Governmental Business-type
Activities Activities Total Component Units
ASSETS
Cash, cash equivalents and investments - unrestricted $ 5,760,763 $ 77,083 $ 5,837,846 $ 5,569,797
Cash, cash equivalents and investments - restricted 548,533 320,512 869,045 8,053,374
Securities lending collateral 1,346,816 - 1,346,816 100,094
Receivables (net) 2,913,713 205,128 3,118,841 2,063,831
Due from primary government - - - 34,314
Due from component unit 24,068 - 24,068 -
Inventory 3,628 729 4,357 14,096
Prepaid expenses 77,710 116 77,826 24,973
Loans 477,815 - 477,815 2,246,391
Investment in direct financing lease - - - 1,958,033
OPEB assets 37,130 - 37,130 58,612
Other assets 1,558 70 1,628 261,843
Capital assets:
Capital assets not being depreciated/amortized 15,060,717 - 15,060,717 2,646,706
Capital assets being depreciated/amortized 3,140,310 714 3,141,024 13,920,880
less accumulated depreciation/amortization (1,902,800) (511) (1,903,311) (6,352,205)
Total capital assets, net of depreciation/amortization 16,298,227 203 16,298,430 10,215,381
Total assets 27,489,961 603,841 28,093,802 30,600,739
DEFERRED OUTFLOWS OF RESOURCES
Accumulated decrease in fair value of hedging derivatives - - - 111,584
Debt refunding loss - - - 107,278
Outflows of resources related to pensions 1,660,221 - 1,660,221 165,272
Swap termination - - - 71,030
Total deferred outflows of resources 1,660,221 - 1,660,221 455,164
LIABILITIES
Accounts payable 1,583,273 48,338 1,631,611 517,058
Interest payable - - - 114,302
Tax refunds payable 55,416 - 55,416 -
Payables to other governments 177,195 - 177,195 -
Due to component unit 34,314 - 34,314 -
Due to primary government - - - 24,068
Unearned revenue 16 4,465 4,481 346,548
Advances from federal government - - - 28,386
Securities lending collateral 1,346,816 - 1,346,816 100,094
Derivative instrument liability - - - 111,583
Other liabilities 1,565 281 1,846 230,125
Long-term liabilities:
Due within 1 year 143,279 2,304 145,583 961,750
Due in more than 1 year 14,491,210 23,409 14,514,619 9,695,001
Total liabilities 17,833,084 78,797 17,911,881 12,128,915
DEFERRED INFLOWS OF RESOURCES
Advanced payment for service concession agreement - - - 3,161,315
Service concession arrangement receipts - - - 283,302
Related to pensions 31,035 - 31,035 66,428
Total deferred inflows of resources 31,035 - 31,035 3,511,045
NET POSITION
Net investment in capital assets 15,475,782 203 15,475,985 5,906,374
Restricted - nonexpendable:
Permanent funds 501,125 - 501,125 104,542
Instruction and research - - - 989,719
Student aid - - - 999,312
Other purposes 77,710 - 77,710 412,141
Restricted - expendable:
Grants/constitutional restrictions 550,852 - 550,852 1,516,118
Future debt service - - - 289,451
Instruction and research - - - 744,458
Student aid - - - 867,187
Endowments - - - 520,633
Capital projects - - - 358,612
Unemployment compensation - 477,659 477,659 -
Other purposes - - - 598,599
Unrestricted (5,319,406) 47,182 (5,272,224) 2,108,797
Total net position $ 11,286,063 $ 525,044 $ 11,811,107 $ 15,415,943

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, 2017

(amounts expressed in thousands)

Public Welfare- Non-Major
Medicaid Governmental
General Fund Assistance Fund Funds Total
ASSETS
Cash, cash equivalents and investments-
unrestricted $ 1,383,988 $ 258,722 $ 3,976,462 $ 5,619,172
Cash, cash equivalents and investments-
restricted 548,533 - - 548,533
Securities lending collateral 1,346,816 - - 1,346,816
Receivables:
Taxes (net of allowance for uncollectible 1,479,190 - 120,232 1,599,422
Accounts 4,109 182,172 48,335 234,616
Grants - 397,535 379,735 777,270
Interest 10,277 - 662 10,939
Interfund loans 652,949 - 9,110 662,059
Due from component unit - - 24,068 24,068
Prepaid expenditures 77,546 - 163 77,709
Loans 1,650 - 476,165 477,815
Other 1,221 - 337 1,558
Total assets 5,506,279 838,429 5,035,269 11,379,977
Total assets and deferred outflow of
resources $ 5,506,279 $ 838,429 $ 5,035,269 $ 11,379,977
LIABILITIES
Accounts payable $ 160,280 $ 270,608 $ 462,375 $ 893,263
Salaries and benefits payable 47,322 - 32,610 79,932
Interfund loans - - 662,059 662,059
Interfunds services used 5,501 13 4,345 9,859
Intergovernmental payable 38,943 - 138,252 177,195
Due to component unit 1,570 - 2,744 4,314
Tax refunds payable 50,845 - 4,571 55,416
Unearned revenue - - 10 10
Accrued liability for compensated absences-
current 2,796 - 2,424 5,220
Other payables 1,221 - 339 1,560
Securities lending collateral 1,346,816 - - 1,346,816
Total liabilities 1,655,294 270,621 1,309,729 3,235,644
DEFERRED INFLOW OF RESOURCES
Unavailable revenue 289,141 - 19,632 308,773
Total deferred inflow of resources 289,141 - 19,632 308,773
FUND BALANCE
Nonspendable 77,546 - 501,288 578,834
Restricted 550,460 - - 550,460
Committed 3,539 - 876,470 880,009
Assigned 2,633,888 567,808 2,945,105 6,146,801
Unassigned 296,411 - (616,955) (320,544)
Total fund balance 3,561,844 567,808 3,705,908 7,835,560

Total liabilities, deferred inflow of
resources, and fund balance

£

5,506,279  $ 838,429 $ 5,035,269 $ 11,379,977

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, 2017

(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
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
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
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
Total long-term liabilities

Net position of governmental activities

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

2,191,979
12,339,267

589,638

2,747,657

225,530

(1,835,938)

308,773
245,174

(494,125)
(59,376)
(20,406)

(138,903)
(96,194)
(30,000)

(822,444)

(11,843,345)

7,835,560

16,258,133

553,947

(573,907)

143,216

(12,930,886)

$

11,286,063
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State of Indiana

Statement of Revenues, Expenditures,
and Changes in Fund Balances

Governmental Funds

For the Year Ended June 30, 2017

(amounts expressed in thousands)

Public Welfare- Non-Major
Medicaid Governmental
General Fund Assistance Fund Funds Total
Revenues:
Taxes:
Income $ 6,442,695 $ - 8 144  $ 6,442,839
Sales 7,511,874 - 66,618 7,578,492
Fuels 1,776 - 822,845 824,621
Gaming 50,447 - 573,022 623,469
Alcohol and tobacco 267,837 - 171,406 439,243
Insurance 230,412 - 4,610 235,022
Financial Institutions - - 101,388 101,388
Other 310,655 - 15,834 326,489
Total taxes 14,815,696 - 1,755,867 16,571,563
Current service charges 163,594 871,140 1,445,364 2,480,098
Investment income 46,640 - 23,475 70,115
Sales/rents 260 - 22,650 22,910
Grants 1,669 8,346,433 4,954,306 13,302,408
Other 27,555 - 101,629 129,184
Total revenues 15,055,414 9,217,573 8,303,291 32,576,278
Expenditures:
Current:
General government 940,349 - 408,722 1,349,071
Public safety 1,102,174 - 527,310 1,629,484
Health 48,160 - 329,650 377,810
Welfare 990,317 11,307,420 2,805,546 15,103,283
Conservation, culture and development 97,337 - 451,188 548,525
Education 9,683,413 - 1,363,587 11,047,000
Transportation 143,511 - 2,805,977 2,949,488
Debt service:
Capital lease principal 5,548 - 57,658 63,206
Capital lease interest 391 - 43,281 43,672
Capital outlay - - 20,599 20,599
Total expenditures 13,011,200 11,307,420 8,813,518 33,132,138
Excess (deficiency) of revenues over (under)
expenditures 2,044,214 (2,089,847) (510,227) (555,860)
Other financing sources (uses):
Transfers in 1,384,306 2,619,489 2,806,642 6,810,437
Transfers (out) (3,701,163) (428,200) (2,680,132) (6,809,495)
Proceeds from capital lease 754 - 475,751 476,505
Total other financing sources (uses) (2,316,103) 2,191,289 602,261 477,447
Net change in fund balances (271,889) 101,442 92,034 (78,413)
Fund Balance July 1, as restated 3,833,733 466,366 3,613,874 7,913,973
Fund Balance June 30 $ 3,561,844 $ 567,808 $ 3,705,908 $ 7,835,560

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, 2017

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

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
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 ($333,232) exceeds depreciation ($100,211) in the
current period.

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds.
Tax revenue
Non-tax revenue

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

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

Increase in net pension liabilities

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

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.

(78,413)

313,701

233,021

13,312

(86,373)

60,894

(71,696)

(404)

15,517

Change in net position of governmental activities. $

399,558

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

Statement of Fund Net Position
Proprietary Funds

June 30, 2017

(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 being depreciated/amortized
less accumulated depreciation/amortization
Total capital assets, net of depreciation/amortizati
Total noncurrent assets

Total assets

Deferred Outflows of Resources
Related to pensions
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
Total noncurrent liabilites

Total liabilities

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

Net position

Net investment in capital assets

Restricted-expendable:
Unemployment compensation

Unrestricted (deficit)

Total net position

Unemployment

Non-Major Enterprise

Internal Service

Compensation Fund Funds Total Funds

$ - $ 77,083 77,083 $ 141,593
320,512 - 320,512 -
49,691 361 50,052 28,316

- 289 289 -

- - - 9,859

- 729 729 3,628

- 116 116 -

- 70 70 -
370,203 78,648 448,851 183,396
154,787 - 154,787 -
- 714 714 106,958
- (511) (511) (66,864)

- 203 203 40,094
154,787 203 154,990 40,094
524,990 78,851 603,841 223,490
- - - 10,772

- - - 10,772
47,331 614 47,945 54,653

- 2,097 2,097 -

- 393 393 1,927

- 207 207 3,000

- 4,465 4,465 6

- 281 281 5

47,331 8,057 55,388 59,591
- 506 506 2,406

- 22,903 22,903 -

- - - 28,634

- 23,409 23,409 31,040

47,331 31,466 78,797 90,631

. - - 415

- - - 415

- 203 203 40,094
477,659 - 477,659 -
- 47,182 47,182 103,122

$ 477,659 $ 47,385 525,044 $ 143,216

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, 2017

(amounts expressed in thousands)

Unemployment Non-Major Enterprise Internal Service
Compensation Fund Funds Total Funds
Operating revenues:
Sales/rents/premiums $ - $ 27,269 $ 27,269 $ 590,408
Employer contributions 548,336 - 548,336 -
Charges for services - - - 10,046
Other - 174 174 1,070
Total operating revenues 548,336 27,443 575,779 601,524
Cost of sales - 5,258 5,258 19,514
Gross margin 548,336 22,185 570,521 582,010
Operating expenses:
General and administrative expense - 18,319 18,319 167,687
Claims expense - 635 635 -
Health / disability benefit payments - - - 377,601
Unemployment compensation benefits 305,407 - 305,407 -
Depreciation and amortization - 42 42 14,499
Other - 26 26 -
Total operating expenses 305,407 19,022 324,429 559,787
Operating income (loss) 242,929 3,163 246,092 22,223
Nonoperating revenues (expenses):
Interest and other investment income 1,684 25 1,709 1
Interest and other investment expense - (1,131) (1,131) -
Gain (Loss) on disposition of assets - - - (1,369)
Contributions to other postemployment benefits - - - (17,848)
Other - - - 9
Total nonoperating revenues (expenses) 1,684 (1,106) 578 (19,207)
Income before contributions and transfers 244,613 2,057 246,670 3,016
Capital contributions - - - 11,201
Transfers in - - - 1,300
Transfers (out) - (2,242) (2,242) -
Change in net position 244,613 (185) 244,428 15,517
Net position, July 1, as restated 233,046 47,570 280,616 127,699
Net position, June 30 $ 477,659 $ 47,385 $ 525,044 $ 143,216

The notes to the financial statements are an integral part of this statement.
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For the Fiscal Year Ended June 30, 2017

(amounts expressed in thousands)

Cash flows from operating activities:

Cash received from customers

Cash paid for general and administrative

Cash paid for salary/health/disability benefit payments
Cash paid to suppliers

Cash paid for claims expense

Net cash provided (used) by operating activities

Cash flows from noncapital financing activities:
Transfers in

Transfers out

Interest on loan from federal government
Contributions to other postemployment benefits
Other

Net cash provided (used) by noncapital financing activities

Cash flows from capital and related financing activities:
Acquisition/construction of capital assets

Proceeds from sale of assets

Capital contributions

Net cash provided (used) by capital and related financing
activities

Cash flows from investing activities:
Proceeds from sales of investments
Purchase of investments

Interest income (expense) on investments

Net cash provided (used) by investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, July 1
Cash and cash equivalents, June 30
Reconciliation of cash , cash equivalents and investments:
Cash and cash equivalents unrestricted at end of year

Cash and cash equivalents restricted at end of year
Investments unrestricted

Cash, cash equivalents and investments per balance sheet

Noncash investing, capital and financing activities:
Increase (Decrease) in fair value of investments

Unemployment
Compensation

Non-Major

Internal Service

Fund Enterprise Funds Total Funds
$ 569,522 $ 27,698 597,220 $ 597,781
- (18,472) (18,472) (165,239)
- - - (378,587)
- (5,321) (5,321) (20,085)
(297,534) (1,074) (298,608) -
271,988 2,831 274,819 33,870
- - - 1,300
- (2,242) (2,242) N
1,180 - 1,180 -
- - - (17,848)
- - - 9
1,180 (2,242) (1,062) (16,539)
- @ ) (23,014)
- - - 1,005
- - - 11,201
- ) (7) (10,808)
- 21,015 21,015 -
- (23,339) (23,339) -
- 1,312 1,312 1
- (1,012) (1,012) 1
273,168 (430) 272,738 6,524
47,344 15,393 62,737 135,069
$ 320,512 $ 14,963 335,475 $ 141,593
$ - $ 14,963 14,963 $ 141,593
320,512 - 320,512 -
- 62,120 62,120 -
$ 320,512 $ 77,083 397,595 $ 141,593
$ - $ (2,324) (2,324) 3 -
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State of Indiana

Statement of Cash Flows

Proprietary Funds

For the Fiscal Year Ended June 30, 2017

(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) $ 242,929  $ 3163 § 246,092 $ 22,223
Adjustments to reconcile operating income (loss) to net cash
provided (used) by operating activities:
Depreciation/amortization expense - 42 42 14,499
(Increase) decrease in receivables 21,185 233 21,418 (4,603)
(Increase) decrease in interfund services provided - - - 860
(Increase) decrease in inventory - (63) (63) 972
(Increase) decrease in prepaid expenses - 27) (27) -
(Increase) decrease in deferred outflows - - 298
Increase (decrease) in claims payable - (439) (439) -
Increase (decrease) in accounts payable 7,874 (51) 7,823 (3,201)
Increase (decrease) in unearned revenue - 101 101 1
Increase (decrease) in salaries payable - (116) (116) 367
Increase (decrease) in compensated absences - 24 24 375
Increase (decrease) in net pension liabilities - - - 4,314
Increase (decrease) in deferred inflows - - - (2,236)
Increase (decrease) in other payables - (36) (36) 1
Net cash provided (used) by operating activities $ 271,988 $ 2831 $ 274,819 $ 33,870

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, 2017

(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
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

$ 73,507
288,073

26,935
83,623
64
85

7,605,147

$ 66,797

$ 734,170

7,715,854

1,547,579
8,493,662
12,273,820
10,678,702

32,993,763

102

6,124

41,077,423

68,706

754,371

$ 751,733

7,537

64

37,829
7,677,137
276,792
288,073
33,916

101

$ 751,733

8,321,348

$ 751,733

32,258,569
482,408
15,098

68,510

754,279

$ 32,756,075

68,510

754,279
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State of Indiana

Statement of Changes in Fiduciary Net Position
Fiduciary Funds

For the Year Ended June 30, 2017

(amounts expressed in thousands)

Pension and Other

Employee Benefit Private-Purpose Investment Trust
Trust Funds Trust Funds Fund
Additions:
Member contributions $ 363,950 $ 70 $ 1,052,947
Employer contributions 1,070,396 - -
Contributions from the State of Indiana 871,564 - -
Net investment income (loss) 2,596,802 161 3,329
Less investment expense (205,490) - -
Current service charges - 22,543 -
Federal reimbursements 537 - -
Donations/escheats - 108,566 -
Transfers from other retirement funds 16,669 - -
Reinvestment of distributions - - 2,796
Other 402 - -
Total additions 4,714,830 131,340 1,059,072
Deductions:
Pension and disability benefits 2,517,962 - -
Retiree health benefits 45,938 - -
Death benefits 909 - -
Payments to participants/beneficiaries - 110,502 2,804
Refunds of contributions and interest 70,357 - 549,645
Administrative 41,249 - 421
Transfers to other retirement funds 16,669 - -
Other 782 - 165
Total deductions 2,693,866 110,502 553,035
Net increase (decrease) in net position 2,020,964 20,838 506,037
Net position restricted, July 1, as restated 30,735,111 47,672 248,242
Net position restricted, June 30 $ 32,756,075 $ 68,510 $ 754,279

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, 2017

(amounts expressed in thousands)

Colleges and

Governmental Proprietary Universities Total
Assets
Current assets:
Cash, cash equivalents and investments - unrestricted $ 1,099 $ 477,748  $ 820,995 $ 1,299,842
Cash, cash equivalents and investments - restricted 169,046 1,275,485 658,257 2,102,788
Securities lending collateral - 2,035 98,059 100,094
Receivables (net) 442 363,950 546,281 910,673
Due from primary government - 5,224 4,090 9,314
Inventory - 141 13,955 14,096
Prepaid expenses - 19,052 5,921 24,973
Loans - 156,953 - 156,953
Investment in direct financing lease - 81,398 293 81,691
Other assets - 3,378 107,891 111,269
Total current assets 170,587 2,385,364 2,255,742 4,811,693
Noncurrent assets:
Cash, cash equivalents and investments - unrestricted - 468,641 3,801,314 4,269,955
Cash, cash equivalents and investments - restricted - 841,631 5,108,955 5,950,586
Receivables (net) - 681,384 471,774 1,153,158
Due from primary government - 25,000 - 25,000
Loans 56,606 2,032,832 - 2,089,438
Investment in direct financing lease - 1,870,753 5,589 1,876,342
OPEB assets - - 58,612 58,612
Other assets - 103,230 47,344 150,574
Capital assets:
Capital assets not being depreciated/amortized - 1,695,933 950,773 2,646,706
Capital assets being depreciated/amortized 270 977,979 12,942,631 13,920,880
less accumulated depreciation/amortization (157) (429,062) (5,922,986) (6,352,205)
Total capital assets, net of depreciation/amortization 113 2,244,850 7,970,418 10,215,381
Total noncurrent assets 56,719 8,268,321 17,464,006 25,789,046
Total assets 227,306 10,653,685 19,719,748 30,600,739
Deferred Outflows of Resources
Accumulated decrease in fair value of hedging derivatives - 110,184 1,400 111,584
Debt refunding loss - 62,642 44,636 107,278
Related to pensions 1,829 9,209 154,234 165,272
Swap termination - 71,030 - 71,030
Total deferred outflows of resources 1,829 253,065 200,270 455,164
Liabilities
Current liabilities:
Accounts payable 6,729 57,793 452,536 517,058
Interest payable - 71,436 42,866 114,302
Due to primary government - 24,068 - 24,068
Unearned revenue 9,691 153,583 145,469 308,743
Securities lending collateral - 2,035 98,059 100,094
Accrued liability for compensated absences - 115 93,020 93,135
Other liabilities 306 33,044 49,907 83,257
Current portion of long-term liabilities 300 570,380 297,935 868,615

Total current liabilities 17,026 912,454 1,179,792 2,109,272
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Combining Statement of Net Position
Discretely Presented Component Units
June 30, 2017

(amounts expressed in thousands)

Colleges and

Governmental Proprietary Universities Total
Noncurrent liabilities:
Accrued liability for compensated absences - 133 78,323 78,456
Accrued prize liabilities - 98,555 - 98,555
Net pension and OPEB liabilities 3,999 21,637 389,653 415,289
Unearned revenue - 14,038 23,767 37,805
Funds held in trust for others - - 295,163 295,163
Advances from federal government - 885 27,501 28,386
Revenue bonds/notes payable - 5,746,797 3,060,741 8,807,538
Derivative instrument liability - 110,183 1,400 111,583
Other noncurrent liabilities - 56,089 90,779 146,868
Total noncurrent liabilities 3,999 6,048,317 3,967,327 10,019,643
Total liabilities 21,025 6,960,771 5,147,119 12,128,915
Deferred Inflows of Resources
Advanced payment for service concession agreement - 3,161,315 - 3,161,315
Service concession arrangement receipts - 282,332 970 283,302
Related to pensions 172 511 65,745 66,428
Total deferred inflows of resources 172 3,444,158 66,715 3,511,045
Net Position
Net investment in capital assets 113 979,139 4,927,122 5,906,374
Restricted - nonexpendable:
Permanent funds - 782 103,760 104,542
Instruction and research - - 989,719 989,719
Student aid - - 999,312 999,312
Other purposes - - 412,141 412,141
Restricted - expendable:
Grants/constitutional restrictions - 1,492,621 23,497 1,516,118
Future debt service - 272,390 17,061 289,451
Instruction and research - - 744,458 744,458
Student aid - 3 867,184 867,187
Endowments - 795 519,838 520,633
Capital projects - 6,669 351,943 358,612
Other purposes 394 153 598,052 598,599
Unrestricted 207,431 (2,250,731) 4,152,097 2,108,797
Total net position $ 207,938 $ 501,821 $ 14,706,184 $ 15,415,943

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 -
Proprietary Funds

June 30, 2017

(amounts expressed in thousands)

Indiana Finance State Lottery IFA & ISCBA/IMC Total Component
Authority Commission Non-Major Elimination Units
Assets
Current assets:
Cash, cash equivalents and investments - unrestricted $ 101,657 $ 36,457 $ 339,634 $ - $ 477,748
Cash, cash equivalents and investments - restricted 1,010,274 - 265,211 - 1,275,485
Securities lending collateral - - 2,035 - 2,035
Receivables (net) 70,482 119,652 189,920 (16,104) 363,950
Due from primary government - - 5,224 - 5,224
Inventory - - 141 - 141
Prepaid expenses 1,902 15,574 1,576 - 19,052
Loans 139,086 - 24,302 (6,435) 156,953
Investment in direct financing lease 74,963 - 10,140 (3,705) 81,398
Other assets - - 3,378 - 3,378
Total current assets 1,398,364 171,683 841,561 (26,244) 2,385,364
Noncurrent assets:
Cash, cash equivalents and investments - unrestricted - 109,663 358,978 - 468,641
Cash, cash equivalents and investments - restricted 362,251 7,965 471,415 - 841,631
Receivables (net) - - 681,384 - 681,384
Due from primary government - - 25,000 - 25,000
Loans 2,833,345 - 170,413 (970,926) 2,032,832
Investment in direct financing lease 924,978 - 1,031,465 (85,690) 1,870,753
Other assets 103,098 - 132 - 103,230
Capital assets:
Capital assets not being depreciated/amortized 1,581,642 - 114,291 - 1,695,933
Capital assets being depreciated/amortized 607,750 3,146 367,083 - 977,979
less accumulated depreciation/amortization (247,771) (2,084) (179,207) - (429,062)
Total capital assets, net of depreciation/amortization 1,941,621 1,062 302,167 - 2,244,850
Total noncurrent assets 6,165,293 118,690 3,040,954 (1,056,616) 8,268,321
Total assets 7,563,657 290,373 3,882,515 (1,082,860) 10,653,685
Deferred Outflows of Resources
Accumulated decrease in fair value of hedging derivatives 101,731 - 110,184 (101,731) 110,184
Debt refunding loss 47,210 - 15,432 - 62,642
Related to pensions 984 1,392 6,833 - 9,209
Swap termination 71,030 - - - 71,030
Total deferred outflows of resources 220,955 1,392 132,449 (101,731) 253,065
Liabilities
Current liabilities:
Accounts payable 34,494 7,377 15,922 - 57,793
Interest payable 57,148 - 30,392 (16,104) 71,436
Due to primary government - 24,068 - - 24,068
Unearned revenue 102,688 2,416 48,479 - 153,583
Securities lending collateral - - 2,035 - 2,035
Accrued liability for compensated absences - - 115 - 115
Other liabilities 392 859 31,793 - 33,044
Current portion of long-term liabilities 222,535 126,768 231,217 (10,140) 570,380
Total current liabilities 417,257 161,488 359,953 (26,244) 912,454
Noncurrent liabilities:
Accrued liability for compensated absences - - 133 - 133
Accrued prize liabilities - 98,555 - - 98,555
Net pension and OPEB liabilities 2,144 2,763 16,730 - 21,637
Unearned revenue - 14,038 - - 14,038
Advances from federal government 885 - - - 885
Revenue bonds/notes payable 4,551,715 - 2,251,698 (1,056,616) 5,746,797
Derivative instrument liability 101,731 - 110,183 (101,731) 110,183
Other noncurrent liabilities - - 56,089 - 56,089
Total noncurrent liabilities 4,656,475 115,356 2,434,833 (1,158,347) 6,048,317

Total liabilities 5,073,732 276,844 2,794,786 (1,184,591) 6,960,771
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Combining Statement of Net Position
Discretely Presented Component Units -

Proprietary Funds
June 30, 2017

(amounts expressed in thousands)

Indiana Finance

State Lottery

IFA & ISCBA/IMC

Total Component

Authority Commission Non-Major Elimination Units
Deferred Inflows of Resources
Advanced payment for service concession agreement 3,161,315 - - 3,161,315
Service concession arrangement receipts 282,332 - - 282,332
Related to pensions 29 210 272 511
Total deferred inflows of resources 3,443,676 210 272 3,444,158
NET POSITION
Net investment in capital assets 720,839 13,649 244,651 979,139
Restricted - nonexpendable:
Permanent funds - - 782 782
Restricted - expendable:
Grants/constitutional restrictions 1,331,825 - 160,796 1,492,621
Future debt service 198,149 - 74,241 272,390
Student aid - - 3 3
Endowments - 795 795
Capital projects - - 6,669 6,669
Other purposes - - 153 153
Unrestricted (2,983,609) 1,062 731,816 (2,250,731)
Total net position $ (732,796) 14,711 $ 1,219,906 $ 501,821

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 -
Colleges and Universities

June 30, 2017

(amounts expressed in thousands)

Non-Major Colleges

Indiana University Purdue University and Universities Totals
Assets
Current assets:
Cash, cash equivalents and investments - unrestricted $ 147,543 $ 260,936 $ 412,516 $ 820,995
Cash, cash equivalents and investments - restricted 283,854 259,191 115,212 658,257
Securities lending collateral 98,059 - - 98,059
Receivables (net) 247,501 170,679 128,101 546,281
Due from primary government 3,359 60 671 4,090
Inventory 9,675 - 4,280 13,955
Prepaid expenses - 3 5,918 5,921
Investment in direct financing lease - - 293 293
Other assets 46,975 28,446 32,470 107,891
Total current assets 836,966 719,315 699,461 2,255,742
Noncurrent assets:
Cash, cash equivalents and investments - unrestricted 1,632,612 1,466,906 701,796 3,801,314
Cash, cash equivalents and investments - restricted 2,200,360 2,346,383 562,212 5,108,955
Receivables (net) 230,554 211,300 29,920 471,774
Investment in direct financing lease - - 5,589 5,589
OPEB assets - - 58,612 58,612
Other assets - 37,346 9,998 47,344
Capital assets:
Capital assets not being depreciated/amortized 402,665 311,498 236,610 950,773
Capital assets being depreciated/amortized 5,169,838 4,382,612 3,390,181 12,942,631
less accumulated depreciation/amortization (2,367,412) (2,173,302) (1,382,272) (5,922,986)
Total capital assets, net of depreciation/amortization 3,205,091 2,520,808 2,244,519 7,970,418
Total noncurrent assets 7,268,617 6,582,743 3,612,646 17,464,006
Total assets 8,105,583 7,302,058 4,312,107 19,719,748
Deferred Outflows of Resources
Accumulated decrease in fair value of hedging derivatives - - 1,400 1,400
Debt refunding loss 22,048 21,632 956 44,636
Related to pensions 64,297 49,881 40,056 154,234
Total deferred outflows of resources 86,345 71,513 42,412 200,270
Liabilities
Current liabilities:
Accounts payable 260,214 122,483 69,839 452,536
Interest payable 12,095 20,601 10,170 42,866
Unearned revenue 82,009 40,298 23,162 145,469
Securities lending collateral 98,059 - - 98,059
Accrued liability for compensated absences 46,826 26,654 19,540 93,020
Other liabilities - 20,103 29,804 49,907
Current portion of long-term liabilities 82,619 143,433 71,883 297,935
Total current liabilities 581,822 373,572 224,398 1,179,792
Noncurrent liabilities:
Accrued liability for compensated absences 28,780 36,736 12,807 78,323
Net pension and OPEB liabilities 132,993 114,852 141,808 389,653
Unearned revenue 23,767 - - 23,767
Funds held in trust for others 118,744 118,528 57,891 295,163
Advances from federal government - 19,028 8,473 27,501
Revenue bonds/notes payable 1,000,843 1,079,675 980,223 3,060,741
Derivative instrument liability - - 1,400 1,400
Other noncurrent liabilities 38,375 6,870 45,534 90,779
Total noncurrent liabilities 1,343,502 1,375,689 1,248,136 3,967,327
Total liabilities 1,925,324 1,749,261 1,472,534 5,147,119
Deferred Inflows of Resources
Service concession arrangement receipts - - 970 970
Related to pensions 38,220 21,939 5,586 65,745

Total deferred inflows of resources 38,220 21,939 6,556 66,715
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Combining Statement of Net Position
Discretely Presented Component Units -

Colleges and Universities
June 30, 2017

(amounts expressed in thousands)

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.

Non-Major Colleges

Indiana University Purdue University and Universities Totals
2,200,168 1,454,962 1,271,992 4,927,122
59,075 - 44,685 103,760
559,472 395,785 34,462 989,719
514,643 366,273 118,396 999,312
332,380 50,106 29,655 412,141
- 23,497 23,497
16,941 - 120 17,061
300,360 357,787 86,311 744,458
186,795 577,261 103,128 867,184
- 506,245 13,593 519,838
149,902 72,257 129,784 351,943
408,311 146,486 43,255 598,052
1,500,337 1,675,209 976,551 4,152,097
$ 6,228,384 $ 5,602,371 $ 2,875,429 $ 14,706,184
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STATE OF INDIANA

Notes to the Financial Statements
June 30, 2017
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STATE OF INDIANA
Notes to the Financial Statements
June 30, 2017
(schedule amounts are expressed in thousands)

. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

As required by generally accepted accounting
principles, these financial statements present the
government (State of Indiana) and its component
units. Blended component units, although legally
separate entities, are in substance part of the
government's operations; data from these units are
combined with data of the primary government.
Discretely presented component units are reported
in one column in the government-wide financial
statements. This column contains the
governmental fund types, proprietary fund types,
and colleges and universities. This is to emphasize
that, as well as being legally separate from the
government; they also provide services to and
benefit local governments and/or the citizens of the
State of Indiana. Of the component units, the
Indiana Housing and Community Development
Authority, Ports of Indiana, Indiana State Fair
Commission, Indiana Comprehensive Health
Insurance Association, and the Indiana Political
Subdivision Risk Management Commission have a
December 31, 2016, fiscal year-end.

Blended Component Units

The following component units are reported under
the blended method as the primary government
appoints a voting majority of the board and is able
to impose its will. These units, although legally
separate from the State, are reported as part of the
State because they provide services entirely or
almost entirely to the State. These component
units are audited by the State Board of Accounts.

The Bureau of Motor Vehicle Commission (BMVC)
was established per Indiana Code 9-14-9 to
develop and update Bureau of Motor Vehicles
(BMV) policy, establish standards for the operation
and maintenance of license branches, and submit
budget proposals for the BMVC, BMV, and license
branches. The BMVC has significant interrelated
operations with the BMV and license branches.
The BMV is responsible for the accurate and timely
distribution of the fees and taxes (excise and wheel)
collected at the license branches for driver licenses,
auto and watercraft registrations, and license
plates.

The BMVC consists of four individuals appointed by
the governor and the chairperson who is the
commissioner of the BMV. No more than three of
the members may be of the same political party.
The BMVC is reported as a non-major
governmental fund

The Indiana Homeland Security Foundation was
established per Indiana Code 10-15-2-1 to assist
the Indiana Department of Homeland Security
(IDHS) in developing projects that benefit public
safety in local communities.  The foundation
administers the Indiana Homeland Security fund
which funds these IDHS projects. The foundation
has significant interrelated operations with the
IDHS. Foundation funds are aligned with the
Indiana Strategy for Homeland Security of the
IDHS. The Indiana Homeland Security Foundation
is reported as a non-major governmental fund

Discretely Presented Component Units

The following are discretely presented component
units of the State of Indiana. The component units
that are included in the State’s reporting entity
because the primary government appoints a voting
majority of their governing bodies and is able to
impose its will on each organization are: Indiana
Economic Development Corporation, Indiana
Finance Authority, State Lottery Commission of
Indiana, Indiana Stadium Convention and Building
Authority, Indiana Bond Bank, Indiana Housing and
Community  Development  Authority, Indiana
Secondary Market for Education Loans, Inc., White
River State Park Development Commission, Ports
of Indiana, Indiana Comprehensive Health
Insurance Association, Indiana Political Subdivision
Risk Management Commission, Indiana State
Museum and Historic Sites Corporation, Indiana
Motorsports Commission, and each of the seven
colleges and universities. The following component
units are included in the State’s reporting entity
because the primary government appoints a voting
majority of their governing bodies and is financially
accountable for each organization: Indiana Board
for Depositories, Indiana State Fair Commission,
and the Indiana Public Retirement System.



All governmental, proprietary, and fiduciary in
nature component units are audited by outside
auditors. The State Board of Accounts audits the
colleges and universities. College and university
foundations are audited by outside auditors.

The Indiana Economic Development Corporation
(IEDC) was created per Indiana Code 5-28-3 to
improve the quality of life for the citizens of Indiana
by encouraging the diversification of Indiana’s
economy and the orderly economic development
and growth of Indiana, the creation of new jobs, the
retention of existing jobs, the growth and
modernization of existing industry, and the
promotion of Indiana. The IEDC leads the state of
Indiana’s economic development efforts, helping
businesses launch, grow, and locate in the
state. The IEDC manages many initiatives,
including performance-based tax credits, workforce
training grants, innovation and entrepreneurship
resources, public infrastructure assistance, and
talent attraction and retention efforts. The IEDC
Board of Directors is composed of 12 members,
consisting of the Governor and 11 individuals
appointed by the Governor. At least five members
of the board must belong to the same political party
as the Governor, and at least three members must
belong to another major political party, but none
may be members of the general assembly. The
IEDC is reported as a non-major discretely
presented governmental component unit. The
separately issued audited financial statements may
be obtained by writing the Indiana Economic
Development Corporation, One North Capital
Avenue, Suite 700, Indianapolis, IN 46204.

The Indiana Finance Authority (IFA) was created
per Indiana Code 4-4-11-4 as a body both
corporate and politic, and though separate from the
State of Indiana (State); the exercise by the IFA of
its powers constitutes an essential governmental
function. Indiana’s constitution restricts State
incurrence of debt. As a result, the General
Assembly created the IFA and authorized it to issue
revenue bonds and other obligations to finance
projects for lease to the State

The IFA finances and refinances state hospitals,
state office buildings, state garages, correctional
facilities, recreational facilities, highways, bridges,
airport facilities, and other related facilities for the
benefit of the State. The IFA also provides low
interest loans to Indiana communities for
environmental improvements. It also promotes
business and employment opportunities by issuing
tax-exempt financing for industrial development
projects, rural development projects, childcare
financing, and educational facility projects.
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The IFA’s revenue bonds and notes are special and
limited obligations of the IFA, payable from lease
rental revenue, bond or note proceeds and
investment income. The IFA’s revenue bonds are
not general obligations of the IFA nor are they State
debt within the meaning of any constitutional
provision or limitation. The IFA cannot compel the
General Assembly to make appropriations to pay
lease rentals. The authority is composed of five
members, consisting of the budget director or their
designee, who serves as chairman, the Treasurer
of State or their designee, and three members
appointed by the governor of which no more than
two may be from the same political party. The
Authority is reported as a major discretely
presented proprietary component unit. IFA’s
separately issued audited financial statements may
be obtained by writing the Indiana Finance
Authority, One North Capital Avenue, Suite 900,
Indianapolis, IN 46204

The State Lottery Commission of Indiana, created
per Indiana Code 4-30-3, is composed of five
members appointed by the Governor. Net proceeds
from the Lottery are distributed to the State to be
used to supplement teachers' retirement, local
police and firefighters’ pensions, and the Build
Indiana Fund. A portion of the Build Indiana Fund
is then used to supplement the Motor Vehicle
Excise Tax Replacement Fund. The Commission is
reported as a major discretely presented proprietary
component unit. The separately issued audited
financial statements may be obtained by writing the
State Lottery Commission of Indiana, 1302 North
Meridian Street, Indianapolis, IN 46202

The Indiana Stadium and Convention Building
Authority was established per indiana Code 5-1-17,
as an entity of the State to finance, design,
construct, and own the new Indiana Stadium in
Indianapolis and the expansion of the adjacent
Indiana Convention Center. The Building Authority
is governed by a seven member board, comprised
of four appointments by the Governor, two
appointments by the Mayor of the City of
Indianapolis and one appointment by the Governor
following nomination from one of the counties
surrounding Marion County. The Authority is
reported as a non-major discretely presented
proprietary component unit. The separately issued
audited financial statements may be obtained by
writing the Indiana Stadium and Convention
Building Authority, One North Capital Avenue, Suite
900, Indianapolis, IN 46204.

The Indiana Bond Bank, created per Indiana Code
5-1.5-2 , is controlled by a board composed of the
Treasurer of State, Director of Public Finance and
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five appointees of the Governor. The Bond Bank
issues debt obligations and invests the proceeds in
various projects of State and local governments.
The Bond Bank is reported as a nhon-major
discretely presented proprietary component unit.
The separately issued audited financial statements
may be obtained by writing the Indiana Bond Bank,
10 West Market Street, Suite 2410, Indianapolis, IN
46204

The Indiana Housing and Community Development
Authority was created per Indiana Code 5-20-1-3
for the purpose of financing residential housing for
persons and families of low and moderate incomes.
The Authority’s board consists of the Public Finance
Director of the Indiana Finance Authority, the
Lieutenant Governor, the State Treasurer and four
persons appointed by the Governor. The
Lieutenant Governor chairs the board. The
Authority is reported as a non-major discretely
presented proprietary component unit. The
separately issued audited financial statements may
be obtained by writing the Indiana Housing and
Community Development Authority, 30 South
Meridian Street, Suite 1000, Indianapolis, IN 46204.

The Indiana Board for Depositories was established
per Indiana Code 5-13-12 to ensure the
safekeeping and prompt payment of all public funds
deposited in Indiana banks. The Board, consisting
of the Governor, Treasurer of State, Auditor of
State, Chairman of the Commission for Financial
Institutions, State Examiner of the State Board of
Accounts and four members appointed by the
Governor, provides insurance on public funds in
excess of the Federal Deposit Insurance
Corporation limit. The Board is reported as a non-
major discretely presented proprietary component
unit. The separately issued audited financial
statements may be obtained by writing the Indiana
Board for Depositories, One North Capitol Avenue,
Suite 900, Indianapolis, IN 46204 or at
www.in.gov/tos/deposit/2374.htm.

The Indiana Secondary Market for Education
Loans, Inc. (ISM), d/b/a INvestEd, was created per
Indiana Code 21-16-5 to purchase education loans
in the secondary market, lend money for the
origination of education loans, and originate loans
to consolidate education debt. The Governor
appointed the original Board of Directors. ISM
provides in its articles of incorporation that changes
in the composition of its directors or in its bylaws
are subject to the approval of the Governor. ISM is
reported as a non-major discretely presented
proprietary component unit. The separately issued
audited financial statements may be obtained by
writing the Indiana Secondary Market for Education

Loans, Inc., d/b/a INvestEd, 11595 North Meridian
Street, Suite 200, Carmel, IN 46032

The White River State Park Development
Commission created per Indiana Code 14-13-1-5
has the responsibility to design and implement a
plan for the establishment and development of park,
exposition, educational, athletic, and recreational
projects to be located within one mile from the
banks of the Indiana White River in a consolidated
first-class city and county, and is authorized to
acquire additional land and property. The
Commission has 10 voting members which consist
of the director or their designee, the executive of
the city of Indianapolis or their designee, the
president of Indiana University or their designee,
and seven members appointed by the governor.
The Commission is reported as a nhon-major
discretely presented proprietary component unit.
The separately issued audited financial statements
may be obtained by writing the Indiana White River
State Park Development Commission, 801 West
Washington Street, Indianapolis, IN 46204

The Ports of Indiana is a body both corporate and
politic created per Indiana Code 8-10-1-3 to
construct, maintain, and operate public ports with
terminal facilities and traffic exchange points for all
forms of transportation on Lake Michigan and the
Ohio and Wabash Rivers. The Ports of Indiana
Commission consists of seven members appointed
by the governor. The Commission is reported as a
non-major  discretely  presented proprietary
component unit. The separately issued audited
financial statements may be obtained by writing the
Ports of Indiana, 150 West Market Street, Suite
100, Indianapolis, IN 46204.

The State Fair Commission was established per
Indiana Code 15-13-2 as the trustee for and on
behalf of the people of the State of Indiana to
administer the State Fairgrounds as trust property
of the State of Indiana. The Commission is
responsible for holding the annual Indiana State
Fair in August, as well as providing accessible,
cost-effective, secure, and modern facilities for the
variety of events held at the Fairgrounds and other
properties it owns. The Commission consists of
eight members; five of which are appointed by the
governor, and three are ex officio members. The
Commission is reported as a non-major discretely
presented proprietary component unit. The
separately issued audited financial statements may
be obtained by writing the Indiana State Fair
Commission, 1202 East 38" Street, Indianapolis, IN
46205.


http://www.in.gov/tos/deposit/2374.htm

The Indiana Comprehensive Health Insurance
Association was created per Indiana Code 27-8-10-
2.1 to assure that health insurance is made
available throughout the year to each eligible
Indiana resident applying to the Association for
coverage. The board of directors of the Association
consists of nine members whose principal
residence is in Indiana. Four members are
appointed by the insurance commissioner from the
members of the Association, one of which must be
a representative of a health maintenance
organization. Two members are appointed by the
commissioner and shall be consumers representing
policyholders. Other members are the state budget
director or designee and the commissioner of the
department of insurance or designee. One member
appointed by the commissioner must be a
representative of health care providers. The
Association is reported as a non-major discretely
presented proprietary component unit. The
separately issued audited financial statements may
be obtained by writing the Indiana Comprehensive
Health Insurance Association, 9465 Counselors
Row, Suite 200, Indianapolis, IN 46240

The Indiana Political Subdivision Risk Management
Commission was created per Indiana Code 27-1-29
to administer the Political Subdivision Risk
Management Fund (Basic fund) and the Political
Subdivision Catastrophic Liability Fund
(Catastrophic fund). These funds aid political
subdivisions in protecting themselves against
liabilities. The Commission consists of eleven
members appointed by the governor. The
Commission is reported as a non-major discretely
presented proprietary component unit. The
separately issued audited financial statements may
be obtained by writing the Indiana Political
Subdivision Risk Management Commission, c/o
Indiana Department of Insurance, 311 West
Washington Street, Suite 300, Indianapolis, IN
46204.

The Indiana State Museum and Historic Sites
Corporation was created per Indiana Code 4-37
and is responsible for operating and administering
the Indiana State Museum and eleven Historic Sites
across the State. The eleven Historic Sites include
Angel Mounds, Corydon Capitol, Culbertson
Mansion, J.F.D. Lanier Mansion, Levi Coffin,
Limberlost, New Harmony, T.C. Steele, Gene
Stratton-Porter, Vincennes, and the Whitewater
Canal. The Corporation is governed by a thirty
member board of trustees of which twenty-five are
voting members and five are non-voting
members. Of the twenty-five voting members,
thirteen persons are appointed by the governor and
twelve are appointed by the board. The five non-
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voting members include the chief executive officer,
the governor or governor’s designee, one member
of the House of Representatives, one member of
the Senate, and the director of the Department of
Natural Resources or the director’'s designee. The
Corporation is reported as a non-major discretely
presented proprietary component unit. The
separately issued audited financial statements may
be obtained by writing the Indiana State Museum
and Historic Sites Corporation, 650 West
Washington Street, Indianapolis, IN 46204.

The Indiana Motorsports Commission was
established per Indiana Code 5-1-17.5-15 as a
separate body corporate and politic, as an
instrumentality of the state, to finance and lease
real and personal property improvements for the
benefit of an owner of a qualified motorsports
facility within a motorsports investment district. The
commission is governed by a board of directors
composed of five directors of which one is the
budget director, or the budget director’'s designee,
and four directors appointed by the governor. The
commission is reported as a non-major discretely
presented proprietary component unit. The
separately issued audited financial statements may
be obtained by writing the Indiana Motorsports
Commission, One North Capital Avenue, Suite 900,
Indianapolis, IN 46204.

Each of the seven colleges and universities
included in this report was established by individual
legislation to provide higher education opportunities
to the citizens of Indiana. The authority to
administer the operations of each institution is
granted to a separate board of trustees for each of
the seven institutions. The number and makeup of
the board of trustees of each college and university
is prescribed by legislation specific for that
institution.  Four universities have nine member
boards; two have ten member boards; and Ivy Tech
Community College has a fourteen-member board
of trustees. Appointments to the boards of trustees
are made by the Governor and by election of the
alumni of the respective universities. Indiana
University and Purdue University are reported as a
major discretely presented component unit. The
separately issued audited financial statements for
the colleges and universities may be obtained by
writing to: Indiana University, Poplars Room 500,
400 E. 7™ St, Bloomington, IN 47405-3001;
Purdue University, Kurz Purdue Technology Center,
1281 Win Hentschel Blvd., Ste. 1100, West
Lafayette, IN 47906-4182; Ball State University,
Administration Bldg., 301, 2000 West University
Avenue, Muncie, IN 47306; Indiana State
University, Office of the Controller, 200 N. 7"
Street, Terre Haute, IN 47809; Ivy Tech Community
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College, Attn: Chief Accounting Operations Officer,
50 West Fall Creek Parkway, North Drive,
Indianapolis, IN 46208-5752; University of Southern
Indiana, 8600 University Boulevard, Evansville, IN
47712; and Vincennes University, 1002 North 1%
Street, Vincennes, IN 47591.

Fiduciary in Nature Component Unit

The Indiana Public Retirement System (INPRS)
was established per Indiana Code 5-10.5-2-1 as an
independent body corporate and politic. INPRS is
not a department or agency for the State, but is an
independent instrumentality exercising essential
government functions. The INPRS board is
composed of nine trustees appointed by the
Governor which includes the director of the budget
agency or the director’s designee as an ex officio
voting member of the board. The board of trustees
administers the following plans: Public Employees’
Retirement Fund, Teachers’ Retirement Fund,
Judges’ Retirement System, State Excise Police,
Gaming Agent, Gaming Control Officer and
Conservation Enforcement Officers’ Retirement
Plan, the 1977 Police Officers’ and Firefighters’
Pension and Disabilty Fund, the Legislators’
Retirement System Defined Benefit Plan, the

B. Government-Wide and Fund Financial Statements

The government-wide financial statements consist
of a statement of net position and a statement of
activities. These statements report information
about the overall government. They exclude
information about fiduciary activities, including
component units, which are fiduciary in nature, such
as the public employee retirement systems. They
distinguish between the primary government and its
discretely presented component units as disclosed
in Note I|LA. They also distinguish between
governmental activities and business-type activities
of the State. Governmental activities rely on taxes
and intergovernmental revenues for their support.
Business-type activities, on the other hand, rely on
fees and charges for services provided for their
support.

The statement of activities matches the State’s
direct functional expense with the functional
program revenue to identify the relative financial
burden of each of the State’s functions. This format
identifies the extent to which each function of the
government draws from the general revenues of the
government or is self-financing through fees and
intergovernmental aid. Certain indirect costs are
included in the program expense reported for
individual functions of government. Program

Legislators’ Retirement System Defined
Contribution Plan, the Prosecuting Attorneys’
Retirement Fund, the Pension Relief Fund, and two
death benefit funds. For more information on the
plans see Note V(E) Employee Retirement Systems
and Plans. All of these funds have been
aggregated for presentation from INPRS’ financial
statements. INPRS is included as a component unit
because the primary government appoints a voting
majority of its governing body and has financial
accountability. The Indiana Public Retirement
System was determined to be significant for note
disclosure purposes involving the fiduciary in nature
component units. The separately issued audited
financial statements may be obtained by writing the
Indiana Public Retirement System, One North
Capitol Avenue, Suite 001, Indianapolis, IN 46204.

The primary government’'s officials are also
responsible for appointing the members of the
boards of other organizations, but the primary
government’s accountability for these organizations
does not extend beyond making the appointments.

revenues derive directly from the program itself or
from parties outside the State’s taxpayers, as a
whole. They reduce the net cost of the function to
be financed from the general revenues. Program
revenues include charges for services, program-
specific operating grants and contributions, and
program-specific capital grants and contributions.
Revenues that do not meet the criteria of program
revenues are general revenues. These include all
taxes; even those levied for a specific purpose and
are reported by type of tax. Investment income is
considered general revenue in the general fund.

Separate financial statements are presented for the
State’s governmental, proprietary and fiduciary
funds. Governmental fund financial statements are
the balance sheet and the statement of revenues,
expenditures, and changes in fund balances. Major
governmental funds are presented in separate
columns and non-major funds are aggregated in a
separate column. Proprietary and fiduciary funds
are reported using the statement of net position and
the statement of changes in net position. In
addition proprietary funds include a statement of
cash flows.



C. Measurement Focus, Basis of Accounting
and Financial Statement Presentation

Measurement Focus and Basis of Accounting

The government-wide statements and the
proprietary and fiduciary fund statements use
the economic resources measurement focus and
the accrual basis of accounting. Revenues,
expenses, gains, losses, assets, liabilities, and
deferrals resulting from exchange and exchange-
like transactions are recognized when the exchange
takes place. Government-mandated nonexchange
revenues and voluntary nonexchange revenues,
including federal government mandates on the
State, certain grants and entittements, and most
donations, are recognized in the period when all
applicable eligibility requirements have been met.

Governmental funds are used to account for the
government's general government activities.
Governmental fund types use the flow of current
financial resources measurement focus and the
modified accrual basis of accounting. Under the
modified accrual basis of accounting revenues are
recognized when susceptible to accrual (i.e., when
they  are "measurable and available").
"Measurable" means the amount of the transaction
can be determined and “available" means
collectible within the current period or soon enough
thereafter to pay liabilities of the current period.
For the State of Indiana, “available” means
collectible within one month of the fiscal year end.
Expenditures are recorded when the related fund
liability is incurred, except for certain compensated
absences and related liabilities, and claims and
judgments which are recognized when the
obligations are expected to be liquidated with
expendable available financial resources.

Individual and corporate income tax, sales tax,
cigarette tax, alcoholic beverage tax, motor fuel tax,
fines, and penalties are accrued using one month’s
revenues.

Gaming taxes are accrued based on the gaming
day. Vehicle licenses are received daily via
electronic funds transfer with a one to three working
day delay, so revenues for the first several working
days in July are reviewed for materiality and
accrued accordingly.

Financial Statement Presentation

A fund is an independent fiscal and accounting
entity with a self-balancing set of accounts. Fund
accounting segregates funds according to their
intended purpose and is used to aid management in
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demonstrating compliance with finance-related legal
and contractual provisions.

Governmental funds are used to account for the
government's general government activities.
Governmental funds include the general fund,
special revenue funds, capital projects funds, debt
service funds and permanent funds.

The General Fund is the State’s primary operating
fund. It 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
General Fund is a major fund.

The special revenue funds account for specific
revenue sources that are legally restricted or
committed to expenditure for specific purposes
except for major capital projects.

The following special revenue fund is presented as
major.

e The Public Welfare-Medicaid Assistance Fund
receives federal grants and State
appropriations which are used to administer the
Medicaid program. Federal grant revenues,
hospital assessment fees, quality assessment
fees, Intermediate Care Facility for Individuals
with Disabilities fees, and other resources
disclosed under interfund transfers in Note IV
(B) are reported in this fund.

The capital projects funds account for financial
resources that are restricted, committed, or
assigned to expenditures for the acquisition of
capital assets or construction of major capital
projects not being financed by proprietary or
fiduciary funds. There are no major capital project
funds.

The permanent funds are used to account for
resources that are legally restricted to the extent
that only earnings and not principal may be used for
the benefit of the government or its citizens. There
are no major permanent funds.

Proprietary funds focus on the determination of
operating income, changes in net position, financial
position and cash flows. Operating revenues and
expenses are the revenues and expenses that
pertain to the fund's principal operations.
Nonoperating revenues and expenses are those
revenues and expenses resulting from secondary or
auxiliary activities of the fund. Nonoperating items
include investment revenue and expense.
Proprietary funds include both enterprise funds and
internal service funds.
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Enterprise funds are used to account for those
operations that are financed and operated in a
manner similar to private business or where it has
been decided that the determination of revenues
earned, costs incurred and/or net income is
necessary for management accountability.

The State reports the following major enterprise
fund:

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

Internal service funds account for operations that
provide goods and services to other departments or
agencies of the government, or to other
governments, on a cost-reimbursement basis. The
goods and services provided include fleet
management, information technology and
communication, aviation, printing, products of
correctional industries, self-insurance, and
centralized accounting. Major fund reporting
requirements do not apply to internal service funds.
Combined totals for all internal service funds are
reported as a separate column on the face of the
proprietary fund financial statements.

Fiduciary funds account for assets held by or on
behalf of the government in a trustee capacity or as
an agent on behalf of others. They cannot be used
to support the State’s own programs. Fiduciary
funds include pension (and other employee benefit)
trust funds, private-purpose trust funds, investment
trust funds, and agency funds.

Pension (and other employee benefit) trust funds
are used to report resources held in trust for the
members and beneficiaries of defined benefit
pension plans, defined contribution pension plans,
and other postemployment benefit plans. Pension
and other employee benefits trust funds include the
Indiana Public Retirement System, State Police
Pension Fund, State Employee Retiree Health
Benefit Trust Fund — DB, and the State Employee
Retiree Health Benefit Trust Fund — DC.

Private-purpose trust funds are used to account for
trust arrangements in which both the principal and
interest may be spent for the benefit of individuals,
private organizations or other governments. Private
Purpose funds include the Abandoned Property
Fund and the Private Purpose Trust Fund.

Investment trust funds are used to report the
external portion of investment pools operated by a
sponsoring government. The Treasurer of State,
local units of government, and quasi-governmental

units in Indiana have the opportunity to invest in a
common pool of investments that preserves the
principal of the public’s funds, remains highly-liquid,
and maximizes the return on the investment of
public funds. The State’s investment trust fund is
TrustINdiana operated by the state treasurer. The
amounts reported represent the external portion of
the pool.

Agency funds are custodial in nature and do not
present results of operations or have a
measurement focus. These funds are used to
account for assets that the government holds for
others in an agency capacity. Agency Funds
include Employee Payroll Withholding and Benefits,
Local Distributions, Child Support and Department
of Insurance.

D. Eliminating Internal Activity

Interfund activity including those from cash
overdrafts in funds, interfund services provided or
used, interfund loans and prepaid expenditures of
internal service funds are eliminated as internal
balances in the government-wide statement of net
position. This is to minimize the “grossing-up”
effect on assets and liabilities within the
governmental and business-type activities columns
of the primary government. As a result, interfund
loans and interfund services provided and/or used
reported in the governmental funds balance sheet
has been eliminated in the government-wide
statement of net position.

Eliminations were made in the statement of
activities to remove the “doubling-up” effect of
internal service fund activity. The effect of similar
internal events that are, in effect, allocations of
overhead expenses from one function to another or
within the same function have also been eliminated,
so that the allocated expenses are reported only by
the function to which they were allocated. The
effect of interfund services provided and used
between functions has not been eliminated in the
statement of activities since to do so would misstate
both the expenses of the purchasing function and
the program revenues of the selling function.

E. Assets, Liabilities and Equity

1. Deposits, Investments and Securities
Lending

For purposes of reporting cash flows, cash and
cash equivalents are defined as short-term, highly
liquid investments that are both readily convertible
to known amounts of cash and near their maturity
(generally three months or less from the date of
acquisition).



Cash balances of most State funds are commingled
in general checking accounts and several special
purpose banking accounts. The available cash
balance not necessary beyond immediate need is
pooled and invested. Interest earned from
investments purchased with pooled cash is
deposited in the general fund, except as otherwise
provided by statute.

Investments and secured lending transactions are
stated at fair value. Money market investments and
participating interest-earning investment contracts
that mature within one year of purchase are
reported at cost, which approximates fair value.
Fair value is determined by quoted market prices
which approximates fair value. Investments that do
not have an established market are reported at
estimated fair value.

Indiana Code 5-13-9 and 5-13-10.5 authorizes the
Treasurer to invest in deposit accounts issued or
offered by a designated depository; securities
backed by the full faith and credit of the United
States Treasury; securities issued by any U.S.
government agency; AAA money market mutual
funds with a portfolio limited to direct obligations of
the U.S., obligations of any federal agency, and/or
repurchase agreements fully collateralized with U.S.
government obligations or U.S. agency obligations;
highest rated commercial paper, highest rated
supranational issues, and repurchase agreements
that are fully collateralized, as determined by the
current market value computed on the day the
agreement is effective, by interest-bearing
obligations that are issued, fully insured or
guaranteed by the United States or any U.S.
government agency.

The Treasurer of State is authorized by statute to
accept as collateral safekeeping receipts for
securities from: (1) a duly designated depository or
(2) a financial institution located either in or out of
Indiana, having physical custody of securities, with
a combined capital and surplus of at least $10
million, according to the last statement of condition
filed by the financial institution with its governmental
supervisory body. The Treasurer may not deposit
aggregate funds in deposit accounts in any one
designated depository in an amount aggregating at
any one time more than 50% of the combined
capital, surplus and undivided profits of that
depository as determined by the last published
statement.

The Indiana Public Retirement System (INRPS)
Board of Trustees administers nine pension trust
funds including eight Defined Benefit retirement
plans and one Defined Contribution retirement plan,
two other employment benefit funds, and one

58 - State of Indiana - Comprehensive Annual Financial Report

agency fund. Indiana law requires the Board to
establish investment guidelines and limits on all
types of investments and take other actions
necessary to fulfill its duty as fiduciary for all assets
under its control. The INPRS Board of Trustees is
required to diversify investments in accordance with
the prudent investor standards. At June 30, 2017,
cash and investments of the funds were held by
banks or trust companies under custodial
agreements with INPRS. The INPRS Board of
Trustees contracts with investment counsel, trust
companies or banks to assist INPRS in its invest-
ment program. The Investment Policy Statement
adopted by the INPRS Board of Trustees and the
asset allocation approved by the Board of Trustees
contains target allocations and allowable ranges
that are expected to meet target rates of return over
a long period of time while minimizing risk. The
investments of INPRS are subject to the provisions
of IC 5-10.3-5-3(a) and IC 5-10.4-3-10(a). See
Note IV(A)(3) for more information.

Investments which are authorized for the State
Police Retirement fund include: U.S. Treasury and
Agency obligations, State and municipal
obligations, domestic corporate bonds/notes,
common stock and equity securities, foreign stocks
and bonds, mortgage pool investments, and
repurchase agreements. The investments of the
State Police Retirement fund are subject to the
provisions of IC 10-12-2-2. See Note IV(A)(2) for
more information.

2. Receivables and Payables

In the government-wide and proprietary fund
financial statements, revenues are recognized on
the flow of economic resources measurement
focus. Material receivables are recognized as
follows. Uncollected taxes due in the following
periods are subject to accrual.

Individual income tax — Individual withholding
tax is due from employers by the 20" day after
the end of the month collected. Estimated
payments are due from individuals by the 15"
of the month immediately following each
quarter or the calendar year.

Corporate income tax - Due quarterly on the
20" day of April, June, September, and
December with the last payment due on April
15" for a calendar year taxpayer.

Sales tax — Due by the 20" day after the end
of the month collected.

Fuel tax — Gasoline tax is due the 20" day
after the end of the month collected. Special
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fuel tax, depending on the status of the
taxpayer, is due by the 15" day after the end
of the month collected or the 15™ day after the
end of the quarter collected. Motor carrier
surtax is due at the end of the month following
the end of the quarter.

Financial institutions tax — same laws as
corporate income taxes (see above) for
making payments.

Alcohol and tobacco taxes - Cigarette
distributors must purchase tax stamps within 6
days after they accept delivery of the
cigarettes. Cigarette tax is due within 30 days
of the issuance of the tax stamp. Alcoholic
beverage tax is due by the 20" day after the
end of the month collected.

In the governmental fund financial statements,
revenue is recognized on the flow of current
financial resources. Material receivables are subject
to accrual for receipts collected in the month of July.
The State of Indiana does not collect property tax,
which is collected by local units of government.

Unavailable revenue is the liability for the full
accrual income taxes receivable net of the
allowance for doubtful accounts and is reported
under deferred inflows of resources.

3. Interfund Transactions and Balances

The State has the following types of interfund
transactions in the governmental fund and
proprietary financial statements:

Interfund services provided and used (reciprocal
interfund activity) — Charges for goods or services
rendered by one fund to another are treated as
revenues of the recipient fund and
expenditures/expenses of the disbursing fund.

Interfund Transfers (non-reciprocal interfund
activity) — Legally authorized transfers whereby
the two parties do not receive equivalent cash,
goods or services are reported as transfers.

The types of assets and liabilities resulting from
these transactions are:

Interfund loans — These are balances arising from
the short-term and long-term portion of interfund
transactions.

Interfund services provided/used — These are
balances arising in connection with reciprocal
interfund activity or reimbursements. Balances

relating to discretely presented component units
are presented as ‘Due from/to component units’.

Interfund services provided and interfund loans
are eliminated in the government-wide statements
because they are provided by one governmental
activity on behalf of another or by one business-
type activity on behalf of another.

4. Inventories and Prepaid Items

Inventories for the Inns & Concessions, Institutional
Industries and Administrative Services Revolving
funds are valued at cost. The costs of
governmental fund-type inventories are recorded as
expenditures when purchased. The first inffirst out
(FIFO) method is used for valuation of inventories.

Certain payments to vendors reflect costs
applicable to future accounting periods and are
recorded as prepaid items. The consumption rather
than the purchases method is used for prepaids as
expenditures or expenses are recorded for the cost
of prepaid items when consumed rather than when
purchased.

5. Restricted Net Position

Certain net positions are classified as restricted net
position because their use is completely restricted
by bond indentures, contracts, grantors,
contributors, laws or regulations of other
governments, or through constitutional provisions or
enabling legislation. Net position restricted by
enabling legislation for governmental activities
totals $1.1 billion, of which $0.5 billion is permanent
funds principal, $0.5 billion is for the Economic
Stabilization Fund as discussed in Note V (D), and
$0.1 billion is prepaid expenses.

6. Capital Assets

Capital outlays are reported as expenditures in the
governmental funds and as assets in the
government-wide statements to the extent the
State’s $20,000 capitalization threshold for external
financial reporting is met.

The Indiana Department of Transportation (INDOT)
uses the modified approach for reporting its
infrastructure. The Department of Natural
Resources (DNR) uses the depreciation approach
for reporting its infrastructure.

Under the modified approach, the State has
determined that the condition level for INDOT
infrastructure assets to be maintained is:



e a network average International Roughness
Index based on the right wheel path (IRl RWP)
of no more than 101 and no more than 12.5%
of all pavements in the unacceptable range for
Interstates, National Highway System (NHS)
Non-Interstate roads, and Non-NHS roads,

e an average sufficiency rating of 87% for
interstate bridges,

e an average sufficiency rating of 85% for NHS
Non-Interstate bridges, and

e an average sufficiency rating of 83% for Non-
NHS bridges.

The Bridge Division, Program Engineering, and
Road Inventory Division of INDOT are responsible
for determining the appropriate condition level of
the infrastructure assets.

No amounts are capitalized in connection with
improvements that lengthen the lives of such
assets, unless the improvements also increase their
service potential.

INDOT projects are capitalized based on
capitalization and  preservation percentages
assigned to three hundred eight-six (386) work
types. For example, the cost for constructing a new
bridge would likely be 100% capitalized; whereas,
the cost for adding travel lanes to a road would
likely be assigned a work type code resulting in
capitalization at 50% and preservation at 50%.

The State maintains an inventory of these
infrastructure assets and performs periodic
condition assessments to establish that the
predetermined condition level is being maintained.
Road pavement condition assessments are
performed annually on all INDOT state routes,
including interstates. Condition assessments of all
bridges are determined on a bi-annual basis.
Sufficiency ratings of all bridges are determined on
an annual basis by the Federal Highway
Administration based on annual submittal of bridge
condition data.

The State makes annual estimates of the amounts
that must be expended to preserve and maintain
these infrastructure assets at the predetermined
condition levels.

Capital assets are recorded at historical cost or
estimated historical cost if purchased or
constructed. Donated capital assets are recorded
at their acquisition value at the date of donation.

Capital assets are depreciated in the proprietary
and similar trust funds using the straight-line
method on both the fund basis and the government-
wide basis. Both the government-wide statements
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and proprietary and similar trust funds use the
following estimated useful lives:

Assets Months
Buildings and other structures including

improvements to buildings and other 240-480
structures

Computer software 36
Infrastructure (not using modified

approach) 240-720
Furniture, machinery and equipment 12-168
Motor pool vehicles 96-168

The State of Indiana maintains several collections
of works of art, historical treasures, and similar
assets that are not capitalized. While the
collections are maintained by different agencies,
each collection is:

e Held for public exhibition, education, or
research in furtherance of public service, rather
than financial gain.

e Protected, kept unencumbered, cared for, and
preserved.

e Subject to an organizational policy that either
prohibits sale or requires the proceeds from
sales of collection items to be used to acquire
other items for collections.

The State’s major collections are:

e The Commission on Public Records, State
Archives Collection consists of historical and
legal documents that are generated on: paper
or paper substitutes; photographic or
chemically based media; magnetic or machine
readable media; or any other materials,
regardless of form or characteristics.

e The State Library has two collections, the
Manuscript Collection and the Indiana History
Collection. These collections include historical
documents and works of art, most of it of
Indiana origin.

Other collections include the Historical Bureau’s
Indiana Governors’ Portrait Collection, the
Department of  Administration’s  Statehouse
Collection, and the Indiana Arts Commission’s
Collection. These collections consist primarily of art
objects.

7. Compensated Absences

Full-time employees of the State of Indiana are
permitted to accumulate earned but unused
vacation and sick pay benefits. Vacation leave
accumulates at the rate of one day per month and
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sick leave at the rate of one day every two months
plus an extra day every four months. Bonus
vacation days are awarded upon completion of five,
ten and twenty years of employment.

Personal leave days are earned at the rate of one
day every four months; any personal leave
accumulated in excess of three days automatically
becomes part of the sick leave balance. Upon
separation of service, in good standing, employees
will be paid for a maximum of thirty (30) unused
vacation leave days. In addition, qualifying retiring
employees are paid an additional payment up to a
maximum of $5,000, which is made up of unused
vacation leave over 30 days, unused personal
leave, and unused sick leave.

The legislative and judicial branches may elect to
participate in a leave conversion program which
allows their employees to convert a portion of
accrued but unused vacation and sick leave into the
deferred compensation plan. An employee must
have at least 300 hours of vacation or sick leave
accrued in order to participate in this plan. There is
a sliding scale which determines how many hours
are converted from those hours the employee has
accrued. The hours converted are deposited into
the deferred compensation program’s 401(a) plan
at 60% of the employee’s hourly rate. The
legislative and judicial branches participated in this
program in FY 2017 for their employees and the
legislative branch has elected to participate in this
program for FY 2018 for their employees.

Matured vacation and personal leave and salary-
related payments that are expected to be liquidated
with expendable available financial resources are
reported as an expenditure and a fund liability of the
governmental fund that will pay it. Amounts not
expected to be liquidated with expendable available
financial resources are reported as long term
liabilities in the government-wide, proprietary, and
fiduciary fund financial statements.

8. Long-Term Obligations

Long-term debt and other obligations are reported
in the government-wide statements and the
proprietary funds statements as liabilities in the
applicable governmental activities, business-type
activities, or proprietary fund.

9. Fund Balance

In the fund financial statements, fund balances are
categorized as nonspendable, restricted,
committed, assigned, or unassigned. A brief
description of each category is as follows:

Nonspendable — represents amounts that are either
not in spendable form, such as prepaid
expenditures, and activity that is legally or
contractually required to be maintained intact, such
as a principal balance in a permanent fund.

Restricted — represents amounts restricted to
specific purposes because of constraints placed on
their use that are either externally imposed such as
by grantors or imposed by law through
constitutional provisions or enabling legislation.

Committed — represents amounts that can only be
used for a specific purpose pursuant to constraints
imposed by the government’s highest level of
decision making authority. The State of Indiana’s
highest level of decision making authority is the
General Assembly. The formal action necessary
would be the enactment of a State law that
specifically establishes, modifies, or rescinds a fund
balance commitment.

Assigned — represents amounts that are
constrained by the government’s intent to be used
for specific purposes as expressed by the
governing body itself or the official to which the
governing body has delegated the authority to
assign amounts to be used for specific purposes.
The State Budget Agency has the authority per the
biennial budget bill to make assignments of fund
balances for specific purposes except for those
restricted by law. The State Board of Finance
comprised of the Governor, Auditor of State and
Treasurer of State is empowered to make
assignments of funds except for trust funds per I.C.
4-9.1-1-7.

Unassigned — represents fund balance that has not
been assigned to other funds and that has not been
restricted, committed, or assigned to specific
purposes within the general fund. Only the general
fund may report a positive unassigned fund
balance; whereas, other governmental funds may
need to report a negative unassigned fund balance
if expenditures incurred for specific purposes
exceeded the amounts restricted, committed, or
assigned to those purposes.

Funds on the State’s accounting system are
assigned one of the five fund balance
classifications. If a fund has resources that are
both restricted and unrestricted, then expenditures
are applied first to restricted fund balance and then
unrestricted amounts. A fund’s unrestricted fund
balance would have committed amounts reduced
first, assigned amounts second, and unassigned
amounts third when expenditures are incurred for
purposes for which amounts in any of these



unrestricted fund balance classifications could be
used.

F. Use of Estimates

The preparation of financial statements in
conformity with accounting principles generally
accepted in the United States of America requires
management to make estimates and assumptions
that affect the reported amounts of assets, deferred
outflows of resources, liabilities, and deferred
inflows of resources, and disclosure of contingent
assets and liabilities at the date of the financial
statements and the reported amounts of revenues
and expenses during the reporting period. Actual
results could differ from those estimates.

The allowance for doubtful accounts for taxes
receivable, the estimate of claims payable for the
Medicaid fund, the estimate of additions for the
Local Distributions fund, and the estimated useful
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lives of capital assets are among the most sensitive
accounting estimates affecting the financial
statements.

The additions for the Local Distributions fund, an
agency fund, are estimated using the most recent
actual known local option income tax collections
which are for the calendar year two years prior to
the current fiscal year. Adjustments to the estimate
are made for units of local government that have
changed their local income tax rates during the
following two calendar years, for actual collections
during the six months prior to the end of the current
fiscal year, and for interest earned. The economy,
any rate changes that are made in the current
calendar year after preparation of the financial
statements, and any unknown errors can impact the
estimation process and cause actual results to
differ.
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Il. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

As described in Note I, Summary of Significant
Accounting Policies, differences exist between the
government-wide and the governmental fund
financial statements. These differences are
summarized in the reconciliations that follow the
governmental fund financial statements.

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

In the government-wide financial statements, capital
assets are considered economic resources and are
capitalized at cost or estimated historical cost at
time of acquisition. Where applicable these costs
are offset by accumulated depreciation or
amortization.

The government-wide statements use the flow of
economic resources and accrue receivables that
are not available soon enough in the subsequent
period to pay for the current period’s expenditures.
Also under the flow of economic resources,
expenses reported in the statement of activities do
not require the use of current financial resources.
Both these receivables and payables are accrued in
the government-wide statements, but not in the
fund financial statements.

Internal service funds are used by management to
charge the costs of certain activities to individual
funds. In the government-wide financial
statements, the assets and liabilities of internal
service funds are included in governmental
activities in the statement of net position. In the
proprietary fund financial statements, internal
service fund balances are segregated and reported
as their own fund type.

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

In the government-wide financial statements, the
cost for capital outlays, except for governmental
infrastructure, is allocated over the assets’ useful
lives and is reported as depreciation or amortization
expense.

The government-wide statements use the flow of
economic resources and therefore do not report
revenues and expenses dependent on the
availability of financial resources, as is reported in
the fund financial statements. Revenues in the
statement of activities that do not provide current
financial resources are not reported as revenues in
the fund financial statements. Expenses reported in
the statement of activities that do not require the
use of current financial resources are not reported
as expenditures in the fund financial statements.
Net pension liabilities and other postemployment
benefits do not require the use of current financial
resources and are not reported as expenditures in
the fund financial statements.

Internal service funds are used by management to
charge the costs of certain activities to individual
funds. In the government-wide financial
statements, the expenses of internal service funds
are included in governmental activities in the
statement of activities. In the proprietary fund
financial statements, internal service fund balances
are segregated and reported as their own fund type.
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lll. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
A. Deficit Fund Equity
At June 30, 2017, various funds had a deficit fund balance sheet. Temporary cash overdrafts are

balance caused by overdrafts from pooled cash and reported as interfund loans from the general fund.
investments and the posting of accruals to the

Overdraft from
Fund pooled cash Accrual deficits
Governmental Funds
US Department of Health & Human Services $ (563,372) $ -
US Department of Agriculture - (7,158)
US Department of Education (4,369) (42,056)

B. Fund Balance

The State of Indiana reports its fund balances for of the fund balance classifications at June 30, 2017
governmental funds as nonspendable, restricted, is as follows:
committed, assigned, and unassigned. The detail

Public
Welfare -
Medicaid
Assistance Non-Major
General Fund Fund Funds
Fund Balances:
Nonspendable:
Permanent fund principal - - 501,125
Prepaid expense 77,546 - 163
Restricted:
Administration 550,460 - -
Committed:
Administration - - 9,296
Public Health - - 188,728
Economic Development 3,539 - 6,464
Environmental - - 1,412
Natural Resources - - 16,759
Higher Education - - 5
Secondary Education - - 580,199
Roads & Bridges - - 59,176
Other Purposes - - 14,431
Assigned:
Administration 210,696 - 160,421
Corrections 730,327 - 21,762
Police & Protection 19,138 - 321,085
Mental Health 38,485 - 50,493
Public Health 18,732 567,808 299,931
Child Services 877,534 - 85,919
Disability & Aging 15,839 - 8,751
Economic Development 4,028 - 15,196
Environmental 12,260 - 121,565
Natural Resources 1,151 - 139,624
Higher Education 3,516 - 208,830
Secondary Education 412,918 - 21,507
Roads & Bridges 54,355 - 1,331,272
Capital Outlay 144,880 - 84,245
Other Purposes 90,029 - 74,504
Unassigned: 296,411 - (616,955)
Total $ 3,561,844 $ 567,808 $ 3,705,908
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IV. DETAILED NOTES ON ALL FUNDS

A. Deposits, Investments and Securities
Lending

1. Primary Government — Other than Major
Moves Construction Fund and Next
Generation Trust Fund, Investment Trust
Funds, and Pension and Other Employee
Benefit Trust Funds.

Investment Policy

Indiana Code, Title 5, Article13, Chapters 9, 10, and
10.5, establishes the investment powers and
guidelines regarding the State of Indiana
investments.  However, the Major Moves
Construction Fund and the Next Generation Trust
Fund have separate investment authority as
established under Indiana Code 8-14-14 and
Indiana Code 8-14-15, respectively. The Treasurer
of State shall invest these funds in the same
manner as the public employees’ retirement fund
under Indiana Code 5-10.3-5 with the exception that
monies may not be invested in equity securities.
For more information, please see the PERF policy
in note IV(A)3. There are no formal deposit
investment policies for the investment of these
funds other than compliance to State statute. State

Indiana local governmental entity if the issuer has
not defaulted on any obligation within the twenty
years preceding the date of the purchase; AAA
rated money market mutual funds with a portfolio
made up of direct obligations of the United States,
obligations issued by any federal agency,
instrumentality, or federal government sponsored
enterprise or repurchase agreements fully
collateralized by the same obligations allowed to be
owned within the money market mutual fund;
commercial paper rated in the highest rating
category by one nationally recognized rating service
with a stated final maturity of 270 days; securities
backed by the full faith and credit of the United
States Treasury or fully guaranteed by the United
States; obligations issued by United States
agencies and instrumentalities, or federal
government sponsored enterprises; supranational
issuers having the highest investment credit rating
by at least two nationally recognized credit rating
agencies; repurchase agreements that are fully
collateralized, as determined by the current market
value computed on the day the agreement is
effective, by interest bearing obligations that are
issued, fully insured or guaranteed by the United
States or any U.S. government agency; and the
State’s local government investment pool.

statute does not establish any parameters or
guidelines related to the concentration of
investment risk, investment credit risk, nor interest
rate risk.

Interest Rate Risk

Interest rate risk is the risk that changes in interest
rates will adversely affect the fair value of an
Indiana Code 5-13-9 and Indiana Code 5-13-10.5 investment. State statute does not establish any
authorizes the Treasurer to invest in deposit parameters or guidelines related to interest rate
accounts issued or offered by a designated risk.

depository; municipal securities issued by an

The following is a summary of the Interest Rate Risk Disclosure as of June 30, 2017:

Fair Investment Maturities (in Years)

Investment Type Value Totals Less than 1 1-5

U.S. Treasuries $ 1,722,473 $ 1,677,605 $ 44,868
U.S. Agencies 1,357,727 929,142 428,585
Supranationals 727,899 727,899 -
Municipal Bonds 16,404 5,671 10,733
Local Govt Investment Pool 330,000 330,000 -
Non-U.S. Fixed Income 65,000 15,000 50,000
Certificate of Deposits 192,268 192,268 -
Money Market Mutual Funds 700,000 700,000 -
Total $ 5,111,771 $ 4,577,585 $ 534,186




Custodial Credit Risk

Deposits — The custodial credit risk for deposits is
the risk that, in the event of the failure of a
depository financial institution, a government will
not be able to recover deposits or will not be able to
recover collateral securities that are in the
possession of an outside party.

At June 30, 2017, the balance of the State of
Indiana’s deposits was covered in full by federal
depository insurance or by the Public Deposit
Insurance Fund, which covers all public funds held
in approved depositories.

Investment Custodial Credit Risk — The custodial
credit risk for investments is the risk that, in the
event of the failure of the counterparty to a
transaction, a government will not be able to
recover the value of investment or collateral
securities that are in the possession of an outside
party. Investments are exposed to custodial credit
risk if the securities are uninsured and unregistered
and are either held by the counterparty’s trust
department or agent, but not in the name of the
State of Indiana. The Treasurer of State is
authorized by statute (IC 5-13-10.5-5) to accept
safekeeping receipts or other reporting for
securities from: (1) a duly designated depository as
prescribed in this article; or (2) a financial institution
located either in or out of Indiana having physical
custody of securities with a combined capital and
surplus of at least ten million dollars ($10,000,000)
according to the last statement of condition filed by
the financial institution with its governmental
supervisory body. None of the State’s investments
are exposed to custodial credit risk because they
are held in the name of the State of Indiana.
Additionally, the Treasurer of State requires all
custodians to indemnify the State against all out-of-
pocket expenses or losses incurred as a result of (i)
the custodian’s operational failure, (ii) custodians
failure to carry out the credit analysis, (iii)
custodian’s failure to maintain proper collateral for
each loan, or (iv) failure of an approved
counterparty to comply with its obligations under the
applicable securities lending agreement.

Credit Risk

Credit risk is the risk that an issuer or other
counterparty to an investment will not fulfill its
obligations. Indiana Code 5-13-9, IC 5-13-10, and
IC 5-13-10.5 authorizes the State Treasurer to
invest or reinvest in securities fully guaranteed and
issued by (1) the United States Treasury, (2) a
federal agency, (3) a federal instrumentality, or (4) a
federal government sponsored enterprise, as well
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as, other securities that are AAA rated or insured
through the Public Deposit Insurance Fund or the
FDIC. The allowable investments are noted above
under the Investment Policy Statement section in
more detail. The State Treasurer recognizes credit
(quality) risk as a market and strategic risk factor in
all investments.

The following table provides information on the
credit quality ratings for investments in debt
securities as well as investments in external
investment pools, and money market funds, as of
June 30, 2017. The following table reflects the
greatest risk rating (the credit rating reflecting the
greatest degree of risk) as set by three nationally
recognized rating organizations (S&P, Moody, and
Fitch) for each type of investment

Greatest Risk

Investment Type Rating Fair Value
U.S. Treasuries AA $ 1,722,473
U.S. Agencies AA 1,357,727
Supranationals AAA 103,087

AA 24,998

NR 599,814
Certificate of Deposits NR 192,268
Municipal Bonds NR 16,404
Non-US Fixed Income Bonds A 65,000
Local Gowvt Investment Pool NR 330,000
Money Market Mutual Funds AAA 700,000
Total $ 5,111,771

Concentration of Credit Risk

Concentration of credit risk is the risk of loss
attributed to the magnitude of a government’s
investment in a single issuer. Indiana Code 5-13-
10-3 states that the State Treasurer may not
deposit aggregate funds in deposit accounts in any
one designated depository in an amount
aggregating at any one time more than fifty percent
(50%) of the combined -capital, surplus, and
undivided profits of that depository as determined
by its last published statement of condition filed with
the State Board for Depositories.

At June 30, 2017, investments in any one issuer,
not exempt from disclosure, that represent 5% or
more of the total investments (in thousands) were:

FHLB 11.33% $693,589
IFC 8.15%  $498,860
FHLMC 5.8% $355,022
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Foreign Currency Risk

Foreign currency risk is the risk that changes in
exchange rates will adversely affect the fair value of
an investment or a deposit. As of June 30, 2017,
there were no deposits or investments denominated
in foreign currencies, thus there was no foreign
currency risk.

Securities Lending

The Treasurer of State is authorized by Indiana
Code 5-13-10.5-13 to lend securities, to broker-
dealers and other entities (borrowers), for collateral
with a simultaneous agreement to return the
collateral for the same securities in the future.
Securities may be lent under this section only if the
agreement under which the securities are lent is
collateralized by: (1) cash; or (2) non-cash
collateral; in excess of the total market value of the
loaned securities.

The State’s custodial banks manage the securities
lending programs and receive cash or securities as
collateral. The types of securities lent during the
year may include U.S. Treasury and agency
obligations, corporate bonds/notes, and foreign
bonds. Collateral securities and cash are initially
pledged at 102% of the market value of the
securities lent. Cash received as collateral is
reported as an asset and a liability on the balance
sheet. Securities received as non-cash collateral
are not reported on the balance sheet, because the
State does not have the ability to pledge or sell
them without a borrower default. Generally, there
are no restrictions on the amount of assets that can
be lent at one time, except for the Public
Employees’ Retirement Fund and the State
Teachers’ Retirement Fund (discretely presented
component units), which allow no more than 40% to
be lent at one time.

Cash collateral received is invested by the
custodian banks. Cash collateral is generally
invested in securities of a longer term with the
mismatch of maturities generally 0-35 days. The
weighted average maturity gap at June 30, 2017,
was 27 days.

At year end, the State had no credit risk exposure
to any borrowers because the amount the State
owes the borrowers exceeds the amounts the
borrowers owe the State. The contracts with the
State’s custodian requires them to indemnify the
funds if the borrowers fail to return the securities
(and if the collateral is inadequate to replace the
securities lent) or fail to pay the funds for income
distributions by the securities’ issuers while the

securities are on loan.

As of June 30, 2017, the fair values of the
underlying securities on loan were

Security Type Fair Value

U.S. Governments $1,158,643
U.S. Agencies 194,124
Total $1,352,767

The fair values of the collateral received for each
investment type were:

Security Type Fair Value

U.S. Governments $1,182,394
U.S. Agencies 198,084
Total $1,380,478

The percentage of collateral received for underlying
securities on loan was 102.05%.

The fair values of the cash and non-cash collateral
received were:

Collateral Type Fair Value

Non-cash collateral $ 33,662
Cash collateral (liability
to borrowers) 1,346,816

Total $1,380,478

Events of the market crisis of late 2008 negatively
impacted the value of the State’s securities lending
cash collateral reinvestment pool. Since that time,
the State, with the agreement of its’ custodial bank,
has been injecting capital into the pool using
securities lending revenues to restore the value of
the cash collateral reinvestment pool. As of June
30, 2017, the fair value of the cash collateral
reinvestment pool was 96.24% of the fair value of
the cash collateral received from the borrowers.



Fair Value of reinvested cash collateral by type:

Collateral Type Fair Value
Time Deposits $ 10,740
Commercial Paper 14,998
Repurchase agreements 135,362
Asset backed securities 232,068
Floating rate notes 882,171
MMMF's 21,779
Receivable 1,002

Total $1,298,120

The quality rating of the reinvested cash collateral
investments as described by Standard and Poor’s
at June 30, 2017, is as follows:

Fair Value
of Cash % of
S&P Rating Collateral Portfolio
AAA $ 154,030 11.9
AA 376,701 29.0
A 568,766 43.8
CccC 8,103 0.6
NR 190,520 14.7
Total $1,298,120 100.0

Fair Value Measurement

The Primary Government categorizes investments
measured at fair value within the fair value
hierarchy established by generally accepted
accounting principles. The hierarchy prioritizes
valuation inputs used to measure the fair value of
the asset or liability into three broad categories. The
inputs or methodology used for valuing securities
are not necessarily an indication of the risk
associated with investing in those securities. Levels
1, 2, and 3 (lowest priority level) of the fair value
hierarchy are defined as follows:
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Level 1 Inputs using unadjusted quoted prices in
active markets or exchanges for identical assets or
liabilities.

Level 2 Significant other observable inputs, which
may include, quoted prices for similar assets or
liabilities in active markets, quoted prices for
identical or similar assets or liabilities in non-active
markets; and inputs other than quoted prices that
are observable for the assets or liabilities, either
directly or indirectly.

Level 3 Valuations for which one or more significant
inputs are unobservable and may include situations
where there is minimal, if any, market activity for the
asset or liability.

US Treasury securities classified in Level 1 of the
fair value hierarchy are valued using prices quoted
in active markets for those securities. The U.S.
Agencies’ securities, Supranationals’ securities, and
municipal bonds classified in Level 2 of the fair
value hierarchy are valued using other observable
inputs other than quoted prices in an active market.
The certificate of deposits are valued at cost-based
measures and are classified as Level 2. The Non-
US Government Bonds and municipal bonds
classified in Level 3 have no observable inputs and
there is no market activity regarding those
investments, so they have been valued using cost-
based measures. The local government investment
pool is valued using the fair value valuation
methodology and is marked to market daily using
the most recent market bid price as obtained from
one or more market makers and is thus classified in
Level 2 of the fair value hierarchy. The money
market mutual funds are valued at the daily closing
price as reported by the funds and are deemed to
be actively traded and are classified in Level 1 of
the fair value hierarchy.
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The following table summarizes the valuation of the investments by the fair value hierarchy levels as of June 30,
2017:

Fair Value Measurements Using
Quoted Prices in
Active Markets

Significant Other Significant

Investment Type

for Identical

Observable

Unobservable

June 30, 2017

Assets (Level 1)

Inputs (Level 2) Inputs (Level 3)

U.S. Treasuries $ 1,722,473 $ 1,722,473 $ - $ -
U.S. Agencies 1,357,727 - 1,357,727 -
Supranationals 727,899 - 727,899 -
Municipal Bonds 16,404 - 1,133 15,271
Non-US Gowvt Bonds 65,000 - - 65,000
Local Govt Investment Pool 330,000 - 330,000 -
Certificate of Deposits 192,268 - 192,268 -
Money Market Mutual Funds 700,000 700,000 - -
Total investments by fair value level $ 5111,771  $ 2,422,473 $ 2,609,027 $ 80,271

Major Moves Construction Fund/Next
Generation Trust Funds

credit risk, nor interest rate risk. The Investment
Policy Statements establish asset allocations and
investment structures for both Funds. These asset

Investment Policy allocations and investment structures were
established with consideration given to each Fund’s

Indiana Code, Title 5, Article13, Chapters 9, 10, and objectives, time horizons, risk tolerances,

10.5, establishes the investment powers and performance expectations, and liquidity

guidelines regarding the State of Indiana requirements.

investments.  However, the Major Moves

Construction Fund and the Next Generation Trust
Fund have separate investment authority as
established under Indiana Code 8-14-14 and
Indiana Code 8-14-15, respectively. The Treasurer
of State shall invest these funds in the same
manner as the public employees’ retirement fund
under Indiana Code 5-10.3-5, except the funds may
not be invested in equity securities. Investment
Policy Statements for the investment of these two
funds has been adopted by the Treasurer of State.
The Investment Policy Statements are written in
conformity with the applicable investment statutes
and in accordance with prudent investor standards.
There is no formal deposit policy other than
compliance to State Statute. State statute does not
establish any parameters or guidelines related to
the concentration of investment risk, investment

Interest Rate Risk

Interest rate risk is the risk that changes in interest
rates will adversely affect the fair value of the
investments. The Fund’s policy for controlling its
exposure to interest rate fluctuations should be
viewed with the appropriate perspective. The
MMCF manager’s long-term strategy was employed
to achieve the Fund’s objectives, but there was
consideration given to the short-term liquidity needs
to meet disbursements required by the Fund. The
asset allocation and investment manager structure
was designed to tolerate some interim fluctuations
in market value while maintaining a long-term return
objective of 5.25%.
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The following table provides the interest rate risk disclosure for the Major Moves/Next Generation Trust Fund as
of June 30, 2017:

Investment Maturities (in Years)

Investment Type Fair Value Less than 1 1-5 6- 10 More than 10
U.S Treasuries $ 201,775  $ 18,380 $ 121,989 $ 45,203 % 16,203
U.S. Agencies 8,364 3,192 5,172 - -
Government Asset and Mortgage Backed 44,201 521 1,189 3,371 39,120
Collateralized Mortgage Obligations

Government CMOs 28,532 5,491 16,705 2,887 3,449

Corp CMOs 17,003 11,020 95 - 5,888
Corporate Bonds 361,508 114,035 197,690 32,032 17,751
Corporate Asset Backed 71,596 20,641 16,759 1,214 32,982
Private Placements 91,956 21,824 46,129 14,109 9,894
Municipal Bonds 21,430 7,225 12,644 1,296 265
TrustiNdiana 20,000 20,000 - - -
Non US Government/Corp Bonds 31,480 857 17,447 7,729 5,447
Mutual Funds 108,244 108,244 - - -
Total $ 1,006,089 $ 331,430 $ 435819 $ 107,841 $ 130,999

Custodial Credit Risk Credit Risk

Deposits — The custodial credit risk for deposits is
the risk that, in the event of the failure of a
depository financial institution, a government will
not be able to recover deposits or will not be able to
recover collateral securities that are in the
possession of an outside party.

At June 30, 2017, the balance of the State of
Indiana’s deposits was covered in full by federal
depository insurance or by the Public Deposit
Insurance Fund, which covers all public funds held
in approved depositories.

Investment Custodial Credit Risk — The custodial
credit risk for investments is the risk that, in the
event of the failure of the counterparty to a
transaction, a government will not be able to
recover the value of investment or collateral
securities that are in the possession of an outside
party. Investments are exposed to custodial credit
risk if the securities are uninsured and unregistered
and are either held by the counterparty’s trust
department or agent, but not in the name of the
State of Indiana. None of the State’s investments
are exposed to custodial credit risk because they
are held in the name of the State of Indiana.
Additionally, the Treasurer of State requires all
custodians to indemnify the State against all out-of-
pocket expenses or losses incurred as a result of (i)
the custodian’s operational failure, (ii) custodians
failure to carry out the credit analysis, (ii)
custodian’s failure to maintain proper collateral for
each loan, or (iv) failure of an approved
counterparty to comply with its obligations under the
applicable securities lending agreement.

Credit risk is the risk that an issuer or other
counterparty to an investment will not fulfill its
obligations.

All investment managers must adhere to the
following guideline related to the specific limitation
on holdings:

The purchase of securities in the maximum amount
invested in any single issuer of a non-agency
mortgage-backed, asset-backed, or corporate
security shall be limited to an initial cost of 2.5% of
the market value of an Investment Manager’s
portfolio.  This limit shall not apply to U.S.
Government securities, or mortgage-back securities
that are issued by an agency of the U.S.
Government. Through capital appreciation, no such
holding should exceed 3.5% of the market value of
the total holdings of such Investment Manager’s
portfolio.

The following table provides information on the
credit quality ratings for investments in debt
securities, short-term money market funds, bond
mutual funds and bond commingled funds,
municipal securities, asset-backed, and mortgage-
backed securities as of June 30, 2017. The
following table below reflects the “greatest risk”
rating (the credit rating reflecting the greatest
degree of risk) as set by three nationally recognized
rating organizations (S&P, Moody, and Fitch) for
each type of investment.
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Greatest Risk

Investment Type Ratings Fair Value
U.S. Treasuries AA $ 201,775
U.S. Agencies AA 8,364
Government Asset And Mortgage Backed AA 19,127
NR 25,074

Collateralized Mortgage Obligations

Government CMO's AA 28,532
Corporate CMO's AAA 631
AA 47
A 533
BBB 2,339
BB 732
B 292
CCC&Below 12,429
Non US Gow/Corp Bonds A 4,128
BBB 20,254
B 2,041
CCCé&Below 441
NR 4,616
Corporate Bonds AAA 2,418
AA 22,263
A 128,268
BBB 158,864
BB 16,694
B 26,004
CCC&Below 5,117
NR 1,880
Corporate Asset and Mortgage Backed AAA 47,554
AA 3,847
A 1,732
BBB 809
BB 866
B 1,208
CCC&Below 15,164
NR 416
Private Placements AAA 15,389
AA 9,983
A 21,819
BBB 15,171
BB 5,480
B 13,828
CCCé&Below 8,045
NR 2,241
TrustiNdiana NR 20,000
Municipal Bonds AAA 1,298
AA 11,210
A 7,271
BBB 1,142
CCC&Below 506
NR 3
Money Market Mutual Funds NR 108,244
Total $ 1,006,089

Concentration of Credit Risk

Concentration of credit risk is the risk of loss
attributed to the magnitude of a government's
investment in a single issuer representing 5% or
more of the total investments. The only exemptions
from disclosures are US Government Debt, US
Government Guaranteed Investments, Mutual
Funds, or External Investment Pools. For
Intermediate and Core Fixed Income Managers,
securities in any one issuer should be limited to not
more than 5% of the investment manager’s portion
of the Fund portfolio measured at market value.
For Core Plus Fixed Income Managers, the
exposure of each manager's portfolio should be
limited to not more than 10% of the manager’s
portion of the Fund portfolio measured at market
value.

As of June 30, 2017, there were no investments in
any one issuer that represent 5% or more of the
total investments.

Foreign Currency Risk

Foreign currency risk is the risk that changes in
exchange rates will adversely affect the fair value of
an investment or a deposit. The Major Moves/Next
Generation Trust Fund’s foreign currency exposure
is focused primarily in fixed income securities. The
exposure to foreign currency fluctuation is as
follows:

% of Total Fair

Currency Fair Value Value
Argentina $ 907 0.1%
Australia 25 0.0%
Brazil 5,493 0.5%
Canada 1,047 0.1%
Chinese Yuan (2,134) -0.2%
Columbian Peso 896 0.1%
Euro 411 0.0%
Ghana 677 0.1%
India 2,967 0.3%
Indonesia 4,680 0.5%
Japan (1,990) -0.2%
Malaysia 1,499 0.1%
Mexico New Peso 4,544 0.4%
New Taiwan Dollar (1,898) -0.2%
Nigerian Naira 391 0.0%
Peruvian Sol @) 0.0%
Philippines Peso 205 0.0%
Polish Zloty 1,763 0.2%
Pound Sterling 777 0.1%
Russian Ruble 3,102 0.3%
Singapore Dollar (879) -0.1%
South African Rand 1,480 0.1%
South Korean Won (283) 0.0%
Turkish Lira 1,602 0.2%
Uruguayan Peso 192 0.0%
Total $ 25.467 2.49%

Securities Lending

The Treasurer of State is authorized by Indiana
Code 5-13-10.5-13 to lend securities. Securities
may be lent only if the agreement under which the
securities are lent is collateralized by (1) cash or (2)
interest bearing obligations that are issued by, fully
insured by, or guaranteed by the United States, an
agency of the United States, a federal
instrumentality, or a federal government sponsored
enterprise, in excess of the total market value of the
loaned securities.

At year end, there were no securities on loan and
therefore, no credit risk exposure.

Fair Value Measurement
The Major Moves Construction Fund and Next

Generation Trust Fund categorizes investments
measured at fair value within the fair value



hierarchy established by generally accepted
accounting principles. The hierarchy prioritizes
valuation inputs used to measure the fair value of
the asset or liability into three broad categories. The
inputs or methodology used for valuing securities
are not necessarily an indication of the risk
associated with investing in those securities. Levels
1, 2, and 3 (lowest priority level) of the fair value
hierarchy are defined as follows:

Level 1 Inputs using unadjusted quoted prices in
active markets or exchanges for identical assets or
liabilities.

Level 2 Significant other observable inputs, which
may include, quoted prices for similar assets or
liabilities in active markets, quoted prices for
identical or similar assets or liabilities in non-active
markets; and inputs other than quoted prices that
are observable for the assets or liabilities, either
directly or indirectly.

Level 3 Valuations for which one or more significant
inputs are unobservable and may include situations
where there is minimal, if any, market activity for the
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asset or liability.

US Treasury securities classified in Level 1 of the
fair value hierarchy are valued using prices quoted
in active markets for those securities. The U.S.
agencies’ securities, supranationals’ securities, and
municipal bonds, corporate bonds, and other debt
securities classified in Level 2 of the fair value
hierarchy are valued using other observable inputs
other than quoted prices in an active market. The
local government investment pool is valued using
the fair value valuation methodology and is marked
to market daily using the most recent market bid
price as obtained from one or more market makers
and is thus classified in Level 2 of the fair value
hierarchy. Those money market mutual funds that
are valued at the daily closing price as reported by
the funds and are deemed to be actively traded and
are classified in Level 1 of the fair value hierarchy.
The international commingled mutual fund was not
priced in an active market and had no observable
inputs thus was classified in Level 3.

The following table summarizes the valuation of the investments by the fair value hierarchy levels as of June 30,

2017:
Fair Value Measurements Using
Quoted Prices in
Active Markets  Significant Other Significant
for Identical Observable Unobservable

Investment Type June 30, 2017 Assets (Level 1) Inputs (Level 2) Inputs (Level 3)
U.S. Treasuries $ 201,775 $ 201,775 $ - $ -
U.S. Agencies 8,364 - 8,364 -
Gouvt Asset and Mortgage Backed 44,201 - 44,201 -
Collateralized Mortgage Obligations

Gowvt CMO's 28,532 - 28,532 -

Corporate CMO's 17,003 - 17,003 -
Corporate Bonds 361,508 - 358,946 2,562
Corporate Asset Backed 71,596 - 71,596 -
Private Placements 91,956 - 91,956 -
Local Government Investment Pool 20,000 - 20,000 -
Non US Gow/Corp Bonds 31,480 - 31,480 -
Municipal Bonds 21,430 - 21,430 -
Mutual/Commingled Funds 108,244 17,786 175 90,283
Total Fixed Income Securities $ 1,006,089 $ 219,561 $ 693,683 $ 92,845

TrustINdiana, Local Government Investment the Treasurer of State. The Treasurer of State shall

Pool (Investment Trust Funds)
Investment Policy
Indiana Code, Title 5, Article13, Chapter 9, Section

11 established the local government investment
pool (TrustiNdiana) within the office and custody of

invest the funds in TrustINdiana in the same
manner, in the same type of instruments, and
subject to the same limitations provided for the
deposit and investment of state funds by the
Treasurer of State under Indiana Code 5-13-10.5.
State statute does not establish any parameters or
guidelines related to the concentration of
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investment risk, investment credit risk, nor interest
rate risk. However, pursuant to IC 5-13-9-11(g)(7),
no less than fifty percent of funds available for
investment shall be deposited in banks qualified to
hold deposits of participating local government
entities. Investment criteria have been established
to create the principles and procedures by which
the funds of TrustiINdiana shall be invested and to
comply with state statute relating to the investment
and deposit of public funds.

Valuation of Investments

Securities, other than repurchase agreements, are
valued at the most recent market bid price as
obtained from one or more market makers for such
securities. Repurchase agreements are recorded at

cost, which approximates fair value. The underlying

investments of the Pool are marked-to-market on a

daily basis.

Security transactions are recorded on a settlement-
date basis. Realized gains and losses on sales of
investments are calculated on an identified cost
basis. Interest income, including any amortization
of premium or accretion of discount, is recorded on
the accrual basis.

Interest Rate Risk
Interest rate risk is the risk that changes in interest

rates will adversely affect the fair value of an
investment.

The following is a summary of the Interest Rate Risk Disclosure as of June 30, 2017:

Investment
Maturities (in
Years)

Investment Type Fair Value Less than 1
U.S Treasuries $ 6,722 $ 6,722
U.S. Agencies 3,360 3,360
Commercial Paper 330,917 330,917
Money Market Mutual Funds 7,092 7,092
Total $ 348,091 $ 348,091

Custodial Credit Risk

Deposits — The custodial credit risk for deposits is
the risk that, in the event of the failure of a
depository financial institution, a government will not
be able to recover deposits or will not be able to
recover collateral securities that are in the
possession of an outside party.

At June 30, 2017, the balance of all bank deposits
were covered in full by federal depository insurance
or by the Public Deposit Insurance Fund, which
covers all public funds held in approved depositories.

Investment Custodial Credit Risk — The custodial
credit risk for investments is the risk that, in the
event of the failure of the counterparty to a
transaction, a government will not be able to recover
the value of investment or collateral securities that
are in the possession of an outside party.
Investments are exposed to custodial credit risk if
the securities are uninsured and unregistered and
are either held by the counterparty’s trust

department or agent, but not in the name of the
State of Indiana. None of the State’s investments
are exposed to custodial credit risk because they
are held in the name of the State of Indiana.
Additionally, the Treasurer of State requires all
custodians to indemnify the State against all out-
of-pocket expenses or losses incurred as a result
of (i) the custodian’s operational failure, (ii)
custodians failure to carry out the credit analysis,
(iii) custodian’s failure to maintain proper collateral
for each loan, or (iv) failure of an approved
counterparty to comply with its obligations under
the applicable securities lending agreement.

Credit Risk

Credit risk is the risk that an issuer or other
counterparty to an investment will not fulfill its
obligations. TrustINdiana limits its investments in
any one issuer to the highest rating category
issued by one nationally recognized statistical
rating organization.
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The following table provides information on the credit
quality ratings for investments in TrustINdiana:

Greatest
Risk
Ratings Fair Value

Investment Type

U.S Treasuries AA+ $ 6,722
U.S. Agencies AA+ 3,360
Commercial Paper Al 307,391

NR 23,526
Money Market Mutual Funds AAA 7,092
Total $348,091

Concentration of Credit Risk

Concentration of credit risk is the risk of loss
attributed to the magnitude of a government's
investment in a single issuer representing 5% or
more of the total investments. As noted above,
TrustINdiana is required to be comprised of no less
than 50% of deposits in banks from an approved list
maintained by the State of Indiana. In addition,
TrustINdiana limits its investments in any one issuer
of commercial paper to a maximum of 5% of assets
per commercial paper issuer and 10% of assets per
ultimate commercial paper issuer. The only
exemptions from disclosures are US Government
Debt, US Government Guaranteed Investments,
Mutual Funds, or External Investment Pools.

At June 30, 2017, there were no investments in any
one issuer, not exempt from disclosure that
represents 5% or more of the total investments.

Securities Lending

The Treasurer of State is authorized by Indiana
Code 5-13-10.5-13 to lend securities. Securities
may be lent under an agreement which requires the
loaned securities to be collateralized in the form of
(1) cash or (2) interest bearing obligations that are
issued by, fully insured by, or guaranteed by the
United States, an agency of the United States, a
federal instrumentality, or a federal government
sponsored enterprise, in an amount at least equal to
102% of the current market value of the loaned
securities. The net income earned through securities
lending is recorded as additional income to the Pool.
As of June 30, 2017, there were no securities on
loan and therefore, no credit risk exposure.

Fair Value Measurement

TrustINdiana categorizes investments measured at
fair value within the fair value hierarchy
established by generally accepted accounting
principles. Fair value is the price that would be
received to sell an asset or paid to transfer a
liability in an orderly transaction between market
participants at the measurement date. Fair Value
measurements must maximize the use of
observable inputs and minimize the use of
unobservable inputs. The hierarchy prioritizes
valuation inputs used to measure the fair value of
the asset or liability into three broad categories.
The inputs or methodology used for valuing
securities are not necessarily an indication of the
risk associated with investing in those securities.
Levels 1, 2, and 3 (lowest priority level) of the fair
value hierarchy are defined as follows:

Level 1 Inputs using unadjusted quoted prices in
active markets or exchanges for identical assets or
liabilities.

Level 2 Significant other observable inputs, which
may include, quoted prices for similar assets or
liabilities in active markets, quoted prices for
identical or similar assets or liabilities in non-active
markets; and inputs other than quoted prices that
are observable for the assets or liabilities, either
directly or indirectly.

Level 3 Valuations for which one or more
significant inputs are unobservable and may
include situations where there is minimal, if any,
market activity for the asset or liability.

US Treasury securities and the money market
mutual funds classified in Level 1 of the fair value
hierarchy are valued using prices quoted in active
markets for those securities. The U.S. Agencies’
securities classified in Level 2 of the fair value
hierarchy are valued using other observable inputs
other than quoted prices in an active market. The
bank deposits are valued on the rates directly
negotiated with each financial institution and are
quoted in an active market, thus classified as Level
1. The commercial paper classified in Level 2 of
the fair value hierarchy are valued using other
observable inputs other than quoted prices in an
active market.
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The following table summarizes the valuation of the TrustINdiana’s investments by the fair value hierarchy levels
as of June 30, 2017:

Fair Value Measurements Using
Quoted Prices in
Active Markets for  Significant Other
Identical Assets Observable Inputs

Investment Type June 30, 2017 (Level 1) (Level 2)

U.S Treasuries $ 6,722 $ 6,722 % -
U.S. Agencies 3,360 - 3,360
Commercial Paper 330,917 - 330,917
Bank Deposits 406,237 406,237 -
Money Market Mutual Funds 7,092 7,092 -
Total $ 754,328 $ 420,051 % 334,277

2. Pension and Other Employee Benefit Trust
Funds — Primary Government

State Police Pension Fund
Investment Policy

The Indiana State Police Pension Trust was
established in 1937 to provide pension, death,
survivor, and other benefits to present and former
employees of the department and their beneficiaries
who meet the statutory requirement for such
benefits.

Indiana Code 10-1-2-2(c), established the prudent
investor standard as the primary statutory provision
governing the investment of the Trust's assets. IC
10-1-2-2 (c) reads as follows:

The trust fund may not be commingled with any
other funds and shall be invested only in
accordance with Indiana laws for the investment of
trust funds, together with such other investments as
are specifically designated in the pension trust.
Subject to the terms of the pension trust, the
Trustee, with the approval of the Department and
the Pension Advisory Board, may establish
investment guidelines and limits on all types of
investments (including, but not limited to, stocks
and bonds) and take other action necessary to fulfill
its duty as a fiduciary for the trust fund. However,
the Trustee shall invest the trust fund assets with
the same care, skill, prudence, and diligence, that a
prudent person acting in a like capacity and familiar
with such matters would use in the conduct of an
enterprise of a like character with like aims. The
Trustee shall also diversify such investments in
accordance with prudent investment standards.
There is no formal deposit policy other than
compliance to State statute. The following was the

SPPT’s adopted asset allocation policy as of June
30, 2017:

Target

Allocation
Asset Class (%)
Broad domestic equity 29.0
Global ex U.S. equity 13.0
Short duration fixed income 4.0
Domestic fixed income 17.0
High yield fixed income 5.0
Hedge funds - alternatives 25.0
Real estate 5.0
Cash and equivalents 2.0
Total 100.0

Credit Risk

Credit risk is the risk that an issuer or other
counterparty to an investment will not fulfill its
obligations.

The following table provides information on the
credit quality ratings for investments in debt
securities, short term money market funds, bond
mutual/commingled funds, municipal securities,
asset-backed, and mortgage backed securities for
the State Police Pension Trust. The table reflects
the “greatest risk” rating (the credit rating reflecting
the greatest degree of risk) as set by three
nationally recognized rating organizations (S&P,
Moody, and Fitch) for each investment type.



Greatest Risk

Investment Type Ratings Fair Value

U.S. Treasuries AA $ 8,668

U.S. Agencies AA 6,161
Collateralized Mortgage Obligations

Corporate CMO's AAA 1,860

NR 400

Corporate Bonds AA 1,016

A 5,323

BBB 2,430

BB 10,662

B 1,512

Corporate Asset Backed AAA 3,784

BBB 597

B 93

Municipal Bonds AAA 212

AA 1,990

A 1,118

BBB 363

Mutual/Commingled Funds NR 86,531

Total $132,720

Custodial Credit Risk

Deposits — The custodial credit risk for deposits is
the risk that, in the event of the failure of a
depository financial institution, a government will
not be able to recover deposits or will not be able to
recover collateral securities that are in the
possession of an outside party.

At June 30, 2017, the balance of the State Police
Pension Trust deposits was covered in full by
federal depository insurance or by the Public
Deposit Insurance Fund, which covers all public
funds held in approved depositories.

Investment Custodial Credit Risk — The custodial
credit risk for investments is the risk that, in the
event of the failure of the counterparty to a
transaction, a government will not be able to
recover the value of investment or collateral
securities that are in the possession of an outside
party. Investments are exposed to custodial credit
risk if the securities are uninsured and unregistered
and are either held by the counterparty’s trust
department or agent, but not in the name of the
customer. None of the Indiana State Police
Pension Trust's investments are exposed to
custodial credit risk because they are held in the
name of the Indiana State Police Pension Trust.
Additionally, the Treasurer of State requires all
custodians to indemnify the State against all out-of-
pocket expenses or losses incurred as a result of (i)
the custodian’s operational failure, (ii) custodians
failure to carry out the credit analysis, (ii)
custodian’s failure to maintain proper collateral for
each loan, or (iv) failure of an approved
counterparty to comply with its obligations under the
applicable securities lending agreement.

Method Used to Value Investments

Investments are reported at fair value. Short-term
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investments are reported at cost, which
approximates fair value. Securities traded on a
national or international exchange are valued at the
last reported sales price at current exchange rates.
Fair value for the majority of fixed income securities
is determined by using quoted market prices by
independent pricing services. Investments that do
not have an established market are reported at
estimated fair value, these include commingled
funds, private equity funds and hedge funds. The
alternative investments are valued using current
estimates of fair value obtained from the general
partner or investment manager. Holdings are
generally valued by a general partner or investment
manager on a quarterly basis. Valuation
assumptions are based upon the nature of the
investment and the underlying business.
Additionally, valuation techniques will vary by
investment type and involve a certain degree of
judgement.

Concentration of Credit Risk

Concentration of credit risk is the risk of loss
attributed to the magnitude of a government's
investment in a single issuer. The Indiana State
Police Trust has eighteen different investments
managers. Each investment manager is retained by
the Trust to implement a specific investment style
and strategy and shall adhere to the specific
limitations on holdings outlined in each investment
manager’s securities guidelines. The securities
guidelines for each investment manager is
negotiated and agreed upon in writing on a case-
by-case basis and referenced in Appendix D of the
Investment Policy Statement.

At June 30, 2017, there were no investments in any
one issuer that represents 5% or more of the total
investments.

Interest Rate Risk

Interest rate risk is the risk that changes in interest
rates will adversely affect the fair value of the
investments. The Fund’s policy for controlling its
exposure to interest rate fluctuations should be
viewed with the appropriate perspective. A long-
term strategy was employed to achieve the Fund’s
objectives, but there was consideration given to the
short-term liquidity needs to meet disbursements
required by the Fund. The asset allocation and
investment manager structure was designed to
tolerate some interim fluctuations in market value
while maintaining a long-term return objective to
exceed the actuarial assumed interest rate of
6.75%.
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The following table provides the interest rate risk disclosure for the Indiana State Police Pension Fund:

Investment Maturities (in Years)
Investment Type Fair Value Less than 1 1-5 6- 10 More than 10
U.S. Treasuries $ 8,668 -8 2,646 $ 4,079 $ 1,943
U.S. Agencies $ 6,161 - 73 1,062 5,026
Collateralized Mortgage Obligations 2,260 - - - 2,260
Corporate Bonds 20,943 1,092 8,645 8,825 2,381
Corporate Asset Backed 4,474 531 3,675 260 8
Municipal Bonds 3,683 371 1,505 1,180 627
Mutual/Commingled Funds 86,531 86,531 - - -
Total Fixed Income Securities $ 132,720 88,525 $ 16,544 $ 15,406 $ 12,245

Rate of Return

For the year ended June 30, 2017, the annual
money-weighted rate of return on pension plan
investments, net of pension plan investment
expense, was 9.85%. The money weighted rate of
return expresses investment performance, net of
investment expense, adjusted for the changing
amount actually invested.

Foreign Currency Risk

Foreign currency risk is the risk that changes in
exchange rates will adversely affect the fair value of
an investment or a deposit. The State Police
Pension Trust's foreign currency exposure is
focused primarily in international and global equity
holdings. The exposure to foreign currency
fluctuation is as follows:

% of Total Fair
Currency Fair Value Value
Australia $ 1,204 0.26
Canada 742 0.16
Denmark 421 0.09
Euro 6,008 1.32
Hong Kong 2,001 0.46
Japan 1,850 0.40
Sweden 923 0.20
Switzerland 594 0.13
Sterling Pound 1,796 0.39
Total $ 15,629 3.41

Securities Lending

The Treasurer of State is authorized by Indiana
Code 5-13-10.5-13 to lend securities. Securities
may be lent only if the agreement under which the
securities are lent is collateralized by (1) cash or (2)
non-cash collateral if the State is indemnified by the
custodian holding the non-cash collateral, in excess
of the total market value of the loaned securities.
The market value of the required collateral must be

in an amount at least equal to 102% of the current
market value of the loaned securities.

As of June 30, 2017, the State Police Pension Trust
did not have any securities on loan and therefore,
no credit risk exposure.

Fair Value Measurement

The Trust categorizes investments measured at fair
value within the fair value hierarchy established by
generally accepted accounting principles. The
hierarchy prioritizes valuation inputs used to
measure the fair value of the asset or liability into
three broad categories. The inputs or methodology
used for valuing securities are not necessarily an
indication of the risk associated with investing in
those securities. Levels 1, 2 and 3 (lowest priority
level) of the fair value hierarchy are defined as
follows:

Level 1 Inputs using unadjusted quoted prices in
active markets or exchanges for identical assets or
liabilities.

Level 2 Significant other observable inputs, which
may include, quoted prices for similar assets or
liabilities in active markets, quoted prices for
identical or similar assets or liabilities in non-active
markets; and inputs other than quoted prices that
are observable for the assets or liabilities, either
directly or indirectly.

Level 3 Valuations for which one or more significant
inputs are unobservable and may include situations
where there is minimal, if any, market activity for the
asset or liability.

If the fair value is measured using inputs from
different levels in the fair value hierarchy, the
measurement should be categorized based on the
lowest priority level input that is significant to the
valuation. The Trust's assessment of significance of
a particular input to the fair value measurement in



its entirety required judgment, and considers factors
specific to the investment. Investments measured at
fair value using net asset value per share (or
equivalent) as a practical expedient to fair value are
not classified in the fair value hierarchy; however,
separate disclosures for these investments are
required.

Fixed income and equity investments classified in
Level 1 of the fair value hierarchy are valued using
prices quoted in active markets for identical
investments, to the extent these securities are
traded.

Fixed income investments classified in Level 2 of
the fair value hierarchy are normally valued based
on price data obtained from observed transactions
and market price quotations from broker dealers
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and/or pricing vendors. Valuation estimates from
service providers’ internal models use observable
inputs such as interest rates, vyield curves,
credit/risk spreads and default rates. Matrix pricing
techniques value securities based on their
relationship to benchmark quoted prices.

Fixed income investments classified in Level 3
include valuations using significant unobservable
inputs, valuations using proprietary information,
inputs that cannot be corroborated by observable
market data and securities valued with last trade
date due to limited trading volume.

The following table summarizes the valuation of the investments in the Trust by the fair value hierarchy levels as

of June 30, 2017:

Investment Type

Fixed Income Investments

U.S. Treasuries

U.S. Agencies

Collateralized Mortgage Obligations
Corporate Bonds

Corporate Asset Backed

Municipal Bonds

Total Fixed Income Securities

Equity Investments
Domestic Equity
International Equity
Commingled Equity Funds

Totat Equity Funds

Total Investments by Fair Value

Commingled Fixed Income Funds
Commingled Equity Funds

Hedged Equity/Long/Short Funds
Multi-strategy Hedge Funds

Private Equity

Total Investments measured at NAV

Total Investments measured by Fair Value

Investment measured at the Net Asset Value (NAV)

Fair Value Measurements Using
Quoted Prices in
Active Markets  Significant Other
for Identical Observable
June 30, 2017 Assets (Level 1) Inputs (Level 2)
8,668 $ 8,668 $ -
6,161 - 6,161
2,260 - 2,260
20,943 - 20,943
4,474 - 4,474
3,683 - 3,683
46,189 8,668 37,521
26,374 26,374 -
15,642 15,642 -
69,966 69,966 -
111,982 111,982 -
158,171 120,650 37,521
86,531
28,214
393
88,092
32,291
235,521
393,692
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The valuation methods for investments measured at the NAV per share (or its equivalent) are described below:

Redemption
Frequency (if

Unfunded Currently Redemption
Fair Value Commitments Eligible) Notice Period
Commingled Fixed Income Funds $ 86531 $ - Daily 1 day
Commingled Equity Funds 28,214 - Daily 1 day
Hedged Equity/Long/Short Funds 393 - Monthly 90 days
Multi-strategy Hedge Funds 88,092 - Semi-Annually 95 days
Private Equity 32,291 3,017 N/A N/A
Total investments measured at the NAV $235,521

Commingled Fixed Income and Equity Funds —
There are 2 fixed income funds and 3 equity funds
considered to be commingled in nature. Each are
valued at the net asset value of the units held at the
end of the period based upon fair value of the
underlying securities.

Private Equity - Consisting of 6 private equity funds,
this strategy invests across a range of strategies,
geographies, and industries. These underlying
portfolio company investments cannot be redeemed
with the funds, but rather the funds will make
distributions of capital to the Trust as the funds sell
the underlying portfolio company investments.

Hedged Equity/Long/Short Equity — This type
invests in 2 hedge funds which managers employ
bottom-up stock picking, seeking returns in excess
of public markets. Some of these managers have
the ability to employ dedicated exposure to a
particular sector in which they exhibit expertise.

Multi-Strategy Hedge Funds — This type invest in 1
hedge fund that are comprised of investments
across hedge fund strategies. Four broad
categories are, equity hedge, event driven, macro,
and relative value. “Multi” references the multiple
underlying sub-strategies within each category.

State Employee Retiree Health Benefit Trust
Fund-DB

Investment Policy

The State Retiree Health Benefit Trust Fund — DB
fund is comprised of the State Police Retiree Health
Benefit Trust Fund (ISPP), the State Personnel
Plan Trust Fund (SPP), the Conservation and
Excise Police Trust Fund (CEPP).

The ISPP consists of sections 401(h) and 115
established pursuant to the Internal Revenue
Service that are separate accounts established for
the purpose of paying benefits for sickness,
accident, hospitalization, and medical expenses.
The assets in this account may be commingled for
investment purposes only with the other accounts of
the Indiana State Police Pension Fund. The
investment authority for these funds, is established
under Indiana Code IC 5-10-8-6(d)(2).and 10-12-2-
2(c).. There is no formal deposit policy other than
compliance to State statute. In compliance to State
statute, the asset allocation is 100% in fixed income
investments.

IC 10-12-2-2(c) reads as follows:

The trust fund shall be invested only in accordance
with Indiana laws for the investment of trust funds,
together with such other investments as are
specifically designated in the pension trust. Subject
to the terms of the pension trust, the Trustee, with
the approval of the Department and the Pension
Advisory Board, may establish investment
guidelines and limits on all types of investments
(including, but not limited to, stocks and bonds) and
take other action necessary to fulfill its duty as a
fiduciary for the trust fund. However, the Trustee
shall invest the trust fund assets with the same
care, skill, prudence, and diligence, that a prudent
person acting in a like capacity and familiar with
such matters would use in the conduct of an
enterprise of a like character with like aims. The
Trustee shall also diversify such investments in
accordance with prudent investment standards.

IC 5-10-8-6(d)(2) reads as follows:

The treasurer of state shall invest the money in
these trust funds not currently needed to meet the



obligations of the trust fund in the same manner as
other public money may be invested.

Indiana Code, Title 5, Article 13, Chapters 9, 10,
10.5, establishes the investment powers and
guidelines regarding the State of Indiana
investments.

The SPP and CEPP were established pursuant to
HEA 1123 of the 2012 Indiana General Assembly.
The State Personnel Department administers the
SPP. The CEPP is administered by the Indiana
State Excise Police and Indiana Conservation
Officers Health Insurance Committee. These trust
funds were created to provide for the prefunding of
annual required contributions and for covering the
OPEB liability of covered individuals. The
investment authority for the CEPP is established
under IC 5-10-8-6(d)(2). The investment authority
for the SPP is established under IC 5-10-8-7(i)(2).
Both of these codes sites state: The Treasurer of
State shall invest monies in these trust funds not
currently needed to meet the obligations of the trust
funds in the same manner as other public money
may be invested. Indiana Code, Title 5, Articlel3,
Chapters 9, 10, and 10.5, establishes the
investment powers and guidelines regarding the
State of Indiana investments. There are no formal
deposit and investment policies for the investment
of these funds other than compliance to State
statute. In compliance to State statute, the asset
allocation is 100% in fixed income investments.
State statute does not establish any parameters or
guidelines related to the concentration of
investment risk, investment credit risk, nor interest
rate risk.

Effective July 1, 2017, the statutory investment
authority changed for all of the State Retiree Health
Benefit Trust Fund — DB funds. The new investment
authority, under IC 5-10-8-6(d)(2), for the ISPP and
the CEPP, and the new investment authority, under
IC 5-10-8-7(i)(2), for the SPP, both state,
notwithstanding IC 5-13, the treasurer of state shall
invest the money in these trust funds in the same
manner as money may be invested by the public
employees’ retirement fund under IC 5-10-35-5.
However, the trustee may not invest the money in
the trust in equity securities. The trustee shall also
comply with the prudent investor rule set forth in IC
30-4-3.5.

Credit Risk
Credit risk is the risk that an issuer or other

counterparty to an investment will not fulfill its
obligations.
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The following table provides information on the
credit quality ratings for investments in the State
Retiree Health Benefit Trust Fund - DB:

Greatest Risk
Investment Type Ratings Fair Value
U.S. Treasuries AA+ $ 65,321
U.S. Agencies AA+ 71,215
Supranationals AAA 11,308
NR 2,996
Total $150,840

Custodial Credit Risk

Deposits — The custodial credit risk for deposits is
the risk that, in the event of the failure of a
depository financial institution, a government will
not be able to recover deposits or will not be able to
recover collateral securities that are in the
possession of an outside party.

At June 30, 2017, the balance of any bank deposits
was covered in full by federal depository insurance
or by the Public Deposit Insurance Fund, which
covers all public funds held in approved
depositories.

Investment Custodial Credit Risk — The custodial
credit risk for investments is the risk that, in the
event of the failure of the counterparty to a
transaction, a government will not be able to
recover the value of investment or -collateral
securities that are in the possession of an outside
party. Investments are exposed to custodial credit
risk if the securities are uninsured and unregistered
and are either held by the counterparty’s trust
department or agent, but not in the name of the
State of Indiana. None of the State’s investments
are exposed to custodial credit risk because they
are held in the name of the State of Indiana.
Additionally, the Treasurer of State requires all
custodians to indemnify the State against all out-of-
pocket expenses or losses incurred as a result of (i)
the custodian’s operational failure, (ii) custodians
failure to carry out the credit analysis, (iii)
custodian’s failure to maintain proper collateral for
each loan, or (iv) failure of an approved
counterparty to comply with its obligations under the
applicable securities lending agreement.

Concentration of Credit Risk — Concentration of
credit risk is the risk of loss attributed to the
magnitude of a government's investment in a single
issuer representing 5% or more of the total
investments. The only exemptions from disclosures
are US Government Debt, US Government
Guaranteed Investments, Mutual Funds, or External
Investment Pools.
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Investments in any one issuer, not exempt from
disclosure, that represent 5% or more of the total
investments were:

FHLB 19.05% $30,140
FFCB 8.97% 14,190
FAMC 13.83% 21,890
IADB 7.15% 11,308

Rate of Return For the year ended June 30, 2017,
the annual money-weighted rate of return on
investments, net of investment expense, for the
three OPEB plans administered through trusts was:

SPP__ ISPP_ CEPP
0.7% 0.6%  0.6%

The money-weighted rate of return expresses
investment performance, net of investment
expense, adjusted for the changing amounts
actually invested.

Foreign Currency Risk

Foreign currency risk is the risk that changes in
exchange rates will adversely affect the fair value of
an investment or a deposit. There was no foreign
currency risk.

Securities Lending

The Treasurer of State is authorized by Indiana
Code 5-13-10.5-13 to lend securities. Securities
may be lent only if the agreement under which the
securities are lent is collateralized by (1) cash or (2)
non-cash collateral if the State is indemnified by the
custodian holding the non-cash collateral, in excess
of the total market value of the loaned securities..

At year end, there were no securities on loan and
therefore, no credit risk exposure.

Interest Rate Risk
Interest rate risk is the risk that changes in interest
rates will adversely affect the fair value of an

investment

The following is a summary of the Interest Rate
Risk Disclosure as of June 30, 2017:

Investment Maturities (in
Years)

Investment Type Fair Value Less than 1 1-5
U.S. Treasuries $ 65,321 $ 65,321 $ -
U.S. Agencies 71,215 69,226 1,989
Suprationals 14,304 14,304 -

Total Fixed Income Securities $ 150,840 $ 148,851 $ 1,989

Fair Value Measurement

The State Retiree Health Benefit Trust — DB funds
categorizes investments measured at fair value
within the fair value hierarchy established by
generally accepted accounting principles. The
hierarchy prioritizes valuation inputs used to
measure the fair value of the asset or liability into
three broad categories. The inputs or methodology
used for valuing securities are not necessarily an
indication of the risk associated with investing in
those securities. Levels 1, 2, and 3 (lowest priority
level) of the fair value hierarchy are defined as
follows:

Level 1 Inputs using unadjusted quoted prices in
active markets or exchanges for identical assets or
liabilities.

Level 2 Significant other observable inputs, which
may include, quoted prices for similar assets or
liabilities in active markets, quoted prices for
identical or similar assets or liabilities in non-active
markets; and inputs other than quoted prices that
are observable for the assets or liabilities, either
directly or indirectly.

Level 3 Valuations for which one or more significant
inputs are unobservable and may include situations
where there is minimal, if any, market activity for the
asset or liability.

US Treasury securities classified in Level 1 of the
fair value hierarchy are valued using prices quoted
in active markets for those securities. The debt
securities classified in Level 2 of the fair value
hierarchy are valued using other observable inputs
other than quoted prices in an active market.
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The following table summarizes the valuation of the investments by the fair value hierarchy levels as of June 30,
2017:

Fair Value Measurements Using
Quoted Prices in
Active Markets  Significant Other
for Identical Observable
June 30, 2017 Assets (Level 1)  Inputs (Level 2)

Investment Type

U.S. Treasuries $ 65,321 $ 65321 $ -
U.S. Agencies 71,215 - 71,215
Supranationals 14,304 - 14,304
Total Fixed Income Securities $ 150,840 $ 65,321 $ 85,519

State Employee Retiree Health Benefit Trust
Fund-DC

Investment Policy

Indiana Code, Title 5, Articlel3, Chapters 9, 10, and
10.5, establishes the investment powers and
guidelines regarding the State of Indiana
investments. However, the Retiree Health Benefit
Trust Fund has separate investment authority as
established under Indiana Code 5-10-8-8.5 (c). The
Treasurer of State shall invest the money in the
trust fund not currently needed to meet the
obligations of the trust fund in the same manner as
other public money may be invested. There are no
formal deposit and investment policies for the
investment of these funds other than compliance to
State statute. State statute does not establish any
parameters or guidelines related to the
concentration of investment risk, investment credit
risk, nor interest rate risk.

Credit Risk

Credit risk is the risk that an issuer or other
counterparty to an investment will not fulfill its
obligations.

The following table provides information on the
credit quality ratings for investments in State
Retiree Health Benefit Trust Fund:

Greatest Risk
Ratings Fair Value

Investment Type

U.S. Treasuries AA $ 34,738
U.S. Agencies AA 219,272
Supranationals AAA 14,897
Local Government Investment Pool NR 10,000
Total $278,907

Custodial Credit Risk

Deposits — The custodial credit risk for deposits is
the risk that, in the event of the failure of a
depository financial institution, a government will
not be able to recover deposits or will not be able to
recover collateral securities that are in the
possession of an outside party.

At June 30, 2017, the balance of any bank deposits
was covered in full by federal depository insurance
or by the Public Deposit Insurance Fund, which
covers all public funds held in approved
depositories.

Investment Custodial Credit Risk — The custodial
credit risk for investments is the risk that, in the
event of the failure of the counterparty to a
transaction, a government will not be able to
recover the value of investment or collateral
securities that are in the possession of an outside
party. Investments are exposed to custodial credit
risk if the securities are uninsured and unregistered
and are either held by the counterparty’s trust
department or agent, but not in the name of the
State of Indiana. None of the State’s investments
are exposed to custodial credit risk because they
are held in the name of the State of Indiana.
Additionally, the Treasurer of State requires all
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custodians to indemnify the State against all out-of-
pocket expenses or losses incurred as a result of (i)
the custodian’s operational failure, (ii) custodians
failure to carry out the credit analysis, (iii)
custodian’s failure to maintain proper collateral for
each loan, or (iv) failure of an approved
counterparty to comply with its obligations under the
applicable securities lending agreement.

Concentration of Credit Risk

Concentration of credit risk is the risk of loss
attributed to the magnitude of a government's
investment in a single issuer representing 5% or
more of the total investments. The only exemptions
from disclosures are US Government Debt, US
Government Guaranteed Investments, Mutual
Funds, or External Investment Pools.

Investments in any one issuer, not exempt from
disclosure, that represent 5% or more of the total
investments were:

Federal Home Loan Banks 24.80% $ 79,881
Federal Home Loan Mortgage Corporation 20.10% 64,744
Federal Farm Credit Bank 16.98% 54,694

Foreign Currency Risk

Foreign currency risk is the risk that changes in
exchange rates will adversely affect the fair value of
an investment or a deposit. There was no foreign
currency risk.

Securities Lending

The Treasurer of State is authorized by Indiana
Code 5-13-10.5-13 to lend securities. Securities
may be lent only if the agreement under which the
securities are lent is collateralized by (1) cash or (2)
non-cash collateral if the State is indemnified by the
custodian holding the non-cash collateral, in excess
of the total market value of the loaned securities.

At year end, there were no securities on loan and
therefore, no credit risk exposure.

Interest Rate Risk
Interest rate risk is the risk that changes in interest

rates will adversely affect the fair value of an
investment.

The following is a summary of the Interest Rate
Risk Disclosure as of June 30, 2017:

Investment Maturities (in Years)

Investment Type Fair Value Less than 1 1-5
U.S. Treasuries $ 34,738 $ 34,738 $ -
U.S. Agencies 219,272 124,464 94,808
Supranationals 14,897 9,900 4,997
Local Governmnet Investment Pool 10,000 10,000 -
Total Fixed Income Securities $ 278,907 $ 179,102 $ 99,805

Fair Value Measurement

The State Retiree Health Benefit Trust — DC fund
categorizes investments measured at fair value
within the fair value hierarchy established by
generally accepted accounting principles. The
hierarchy prioritizes valuation inputs used to
measure the fair value of the asset or liability into
three broad categories. The inputs or methodology
used for valuing securities are not necessarily an
indication of the risk associated with investing in
those securities. Levels 1, 2, and 3 (lowest priority
level) of the fair value hierarchy are defined as
follows:

Level 1 Inputs using unadjusted quoted prices in
active markets or exchanges for identical assets or
liabilities.

Level 2 Significant other observable inputs, which
may include, quoted prices for similar assets or
liabilities in active markets, quoted prices for
identical or similar assets or liabilities in non-active
markets; and inputs other than quoted prices that
are observable for the assets or liabilities, either
directly or indirectly.

Level 3 Valuations for which one or more significant
inputs are unobservable and may include situations
where there is minimal, if any, market activity for the
asset or liability.

US Treasury securities classified in Level 1 of the
fair value hierarchy are valued using prices quoted
in active markets for those securities. US Agency
Debt securities classified in Level 2 of the fair value
hierarchy are valued using other observable inputs
other than quoted prices in an active market. The
local government investment pool is valued using
the fair value valuation methodology and is marked
to market daily using the most recent market bid
price as obtained from one or more market makers
and is thus classified in Level 2 of the fair value
hierarchy.
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The following table summarizes the valuation of the investments by the fair value hierarchy levels as of June 30,
2017:

Fair Value Measurements Using
Quoted Prices in
Active Markets  Significant Other
for Identical Observable
June 30, 2017 Assets (Level 1)  Inputs (Level 2)

Investment Type

U.S. Treasuries $ 34,738 $ 34,738 $ -
U.S. Agencies 219,272 - 219,272
Supranationals 14,897 - 14,897
Local Government Investment Pool 10,000 - 10,000
Total Fixed Income Securities $ 278,907 $ 34,738 $ 244,169

3. Pension Trust Funds — Fiduciary in Nature
Component Unit

Indiana Public Retirement System
Investment Guidelines and Limitations

The Indiana General Assembly enacted the prudent
investor standard to apply to the INPRS Board of
Trustees and govern all its investments. Under
statutes (IC 5-10.3-5-3(a)) and (IC 5-10.4-3-10(a)),
the Board of Trustees must “invest its assets with
the care, skill, prudence and diligence that a
prudent person acting in a like capacity and familiar
with such matters would use in the conduct of an
enterprise of a like character with like aims.” The
Board of Trustees is also required to diversify such
investments in accordance with the prudent investor
standard.

Within these governing statutes, the INPRS Board
of Trustees has broad authority to invest the assets
of the funds. The INPRS Board of Trustees
contracts with external investment managers, to
collectively achieve the investment objectives of the
fiduciary funds. Depending on the contractual
agreement with the investment manager,
investments may be managed in separate
accounts, commingled accounts, mutual funds or
other structures acceptable to the INPRS Board of
Trustees. An asset allocation review is conducted
every five years.

The INPRS Board of Trustees adopted a revised
Investment Policy Statement (IPS), effective
December 16, 2016. The Board approved a
revision to the asset allocation incorporating
changes to the asset allocation targets. A new

asset class, private markets, includes the existing
private equity target allocation of 10.0 percent and
the private credit target allocation of 4.0 percent
previously included in fixed income — ex inflation-
linked asset class.

The new strategic asset allocation for the
consolidated defined benefit asset unit trust is as
follows:

Target Target

Global Asset Classes Allocation - % Range - %

Public Equity 22 19.5-24.5
Private Markets 14 10-18
Fixed Income - Ex Inflation - 20 17-23
Linked

Fixed Income - Inflation - 7 4-10
Linked

Commodities 8 6-10
Real Estate 7 3.5-10.5
Absolute Return 10 6-14
Risk Parity 12 7-17

The asset allocations shown above will differ for the
ASA investments for PERF, TRF Pre-'96, TRF '96
and LE DC, as these plan allocations are self-
directed by the members.

The Pension Relief Fund (PR Fund) is invested in
high-quality, short-term money market instruments,
including, but not limited to, high-quality commercial
paper and securities issued or guaranteed by the
U.S. government.
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The State Employees’ Death Benefit Fund and
Public Safety Officers’ Special Death Benefit Fund
are invested in short-term and fixed income
investments in a commingled fund.

Rate of Return

The money-weighted rate of return expresses
investment performance, net of investment
expenses, adjusted for the changing amounts
actually invested. For the year ended June 30,
2017, the annual money-weighted rate of return on
pension plan investments, net of pension plan
investment expenses is as follows:

2017 Annual
Money Weighted

Pension Trust Funds (1) Rate of Return

Public Employees' Retirement Fund 7.60%
Teachers' Retirement Fund Pre-1996

Account (2) 8.14%
Teachers' Retirement Fund 1996

Account (2) 8.14%
1977 Police Officers' and Firefighters'

Pension and Disability Fund 7.97%
Judges' Retirement System 7.96%

State Excise Police, Gaming Agent,
Gaming Control Officer, and Conservation

Enforcement Officers' Retirement Plan 7.97%
Prosecuting Attorneys' Retirement Fund 7.94%
Legislators' Defined Benefit Plan 7.91%
Total (3) 7.85%

(1) Excludes the Legislators' Defined Contribution Plan.

(2) The Teachers' Retirement Fund Accounts are combined for
investment purposes.

(3) Rate of return also includes Legislators' Defined
Contribution Plan, State Employees' Death Benefit Fund, Public
Safety Officers' Special Death Benefit Fund and Pension Relief
Fund.

Cash in Bank and Deposits

Cash balances represent both operational demand
deposit accounts held at the bank and, investment
related cash and short-term investments, both
pooled and non-pooled, on deposit with the
investment custodian. To maximize investment
income, the float caused by outstanding checks is
invested in a short-term investment account, thus
causing a possible negative book balance.
Negative book balances are reflected in the
liabilities section of the Statement of Fiduciary Net
Position.

The table below presents the INPRS total cash
deposits, which includes short-term investment
funds as of June 30, 2017.

Cash Deposits Total

Demand Deposit Account — Bank
Balances (Insured by FDIC up to
$250 thousand per financial
institution)

Held with Treasurer of State (Fully
insured)

Demand Deposit - Outstanding
Check Float

Held with Custodian Bank
(Uncollateralized)

Short-term Investment Funds held
at Bank (Collateralized) 1,139,697

Total $ 1,377,538

$ 7,312

843
(31,899)

261,585

Custodial Credit Risk

Deposits, investment securities, and collateral
securities are exposed to custodial credit risk if they
are uninsured and uncollateralized. Custodial credit
risk is the risk that, in the event of a failure of the
counterparty, INPRS will not be able to recover the
value of its deposits, investments or collateral
securities that are in the possession of an outside
party. Investment securities are exposed to risk if
the securities are uninsured and held by either the
counterparty or the counterparty trust department’s
agent, and are not registered in the name of
INPRS.

Deposits are exposed to custodial credit risk if they
are not covered by depository insurance and the
deposits are uncollateralized or collateralized with
securities held by the pledging financial institution.
At June 30, 2017, there was $268.9 million of cash
on deposit which was uninsured and
uncollateralized and therefore exposed to credit risk
as disclosed in the Cash and Bank Deposits section
above.

Per IC 5-10.3-5-4(a) and IC 5-10.3-5-5, IC 5-10.4-3-
14(a) and IC 5-10.4-3-13, securities are required to
be held for the fund under custodial agreements.
INPRS’ custody agreement with the custodian
requires the custodian to segregate the securities
on the custodian’s books and records from the
custodian’s own property. In addition, investment
managers are not allowed, under any
circumstances, to take possession, custody, title, or
ownership of any managed assets.



Method Used to Value Investments

Investments are generally reported at fair value.
Fair value is the price that would be received to sell
an asset in an orderly transaction between market
participants at the measurement date.

Short-term investments consist primarily of cash,
money market funds, certificates of deposits and
fixed income instruments with maturities of less
than one year. Short-term investments are
generally reported using cost-based measures,
which approximates fair value.

Fixed income securities consist primarily of the U.S.
government, U.S. government-sponsored agencies,
publicly traded debt and commingled investment
debt instruments. Equity securities consist primarily
of domestic and international stocks in addition to
commingled equity instruments. Fixed income and
equity securities are generally valued based on
published market prices and quotations from
national security exchanges and security pricing
services. Securities that are not traded on a
national security exchange are valued using
modeling  techniques that include market
observable inputs. Commingled funds are valued
using the net asset value (NAV) of the entity.

Alternative investments include limited partnership
interests in private market, absolute return, real
estate and risk parity investment strategies.
Publicly traded alternative investments are valued
based on quoted market prices. In the absence of
readily determinable public fair values, alternative
investments are valued using current estimates of
fair value obtained from the general partner or
investment manager. Holdings are generally valued
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by a general partner or investment manager on a
quarterly or semi-annual basis. Valuation
assumptions are based upon the nature of the
investment and the underlying business.
Additionally, valuation techniques will vary by
investment type and involve a certain degree of
expert judgment. Alternative investments, such as
investments in private market or real estate, are
generally considered to be illiquid long-term
investments. Due to the inherent uncertainty that
exists in the valuation of alternative investments,
the realized value upon the sale of an asset may
differ significantly from the fair value.

Derivative instruments are marked to market daily
with changes in fair value recognized as part of
investments and investment income.

Fully benefit-responsive  synthetic guaranteed
investment contracts are reported at contract value.

Interest Rate Risk

Interest rate risk is the risk changes in interest rates
adversely affect the fair value of the investments.
Duration is a measure of interest rate risk. The
longer a fixed-income investment is to maturity, the
more susceptible the value of the fixed-income
investment is to market interest rate changes.
INPRS does not have a formal stated policy
regarding interest rate risk. The Investment Policy
Statement recognizes interest rate risk as a market
risk factor. INPRS reviews and monitors market
risk factors within investment mandates regularly as
part of achieving the actuarial long-term rate of
return.
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As of June 30, 2017 debt security duration is as follows:

Portfolio
Weighted
Average
% of All Effective
Debt Duration
Debt Security Type Fair Vale Securities (Years)
Short Term Investments
Short Term Investments $ 1,050,848 9.9 0.01
Certificate of Deposits 3,806 0.0 0.24
U.S. Treasury Obligations 193,486 1.8 0.22
Non-U.S. Government 7,880 0.1 0.21
Duration Not Available 289,678 2.7 N/A
Subtotal 1,545,698 14.5
Fixed Income Investments
U.S. Governments 3,746,994 35.2 12.35
Non-U.S. Government 2,729,545 25.7 7.93
U.S. Agencies 239,279 2.3 6.90
Corporate Bonds 1,172,924 11.0 9.57
Asset-Backed Securities 199,301 1.9 1.74
Duration Not Available 998,184 9.4 N/A
Subtotal 9,086,227 85.5
Total $10,631,925 100.0

The $1.29 billion, for which no duration was available, is primarily made up of cash and commingled debt funds.

Credit Risk

The credit risk of investments is the risk the issuer
will default and will no longer meet their obligations.
INPRS does not have a formal stated policy
regarding credit (quality) risk. The Investment Policy
Statement recognizes credit (quality) risk as a
market risk factor. INPRS reviews and monitors

market risk factors within investment mandates
regularly as part of achieving the actuarial long-term
rate of return.

Three rating investment services are used in priority
order, Standard and Poor’s, Moody’s, and Fitch.

Percentage

Short-Term  Fixed Income of All Debt

Credit Rating Investments Securities Total Securities
AAA $ - $ 657,009 $ 657,009 6.4
U.S. Government Guaranteed - 3,994,764 3,994,764 38.5
AA 139,039 1,169,325 1,308,364 12.6
A - 819,727 819,727 7.9
BBB - 902,996 902,996 8.7
BB - 248,999 248,999 2.4
B - 219,112 219,112 21
Below B - 176,815 176,815 1.7
Unrated 1,147,577 897,480 2,045,057 19.7
Total $ 1,286,616 $ 9,086,227 $ 10,372,843 100.0

The above table does not include cash with brokers of $259.1 million.




The $2.05 billion unrated primarily consists of the
following security types: money market sweep
vehicles, private placement, term loans and asset-
backed  securities, @ commercial mortgages,
CMO/REMIC’s and commingled debt funds.

Concentration of credit risk is the risk of loss which
may arise in the event of default by a single issuer.
The INPRS Investment Policy Statement
recognizes issuer risk as a strategic risk factor that
is monitored on an absolute and relative basis. At
June 30, 2017, single issuer exposure in the
portfolio did not exceed 5 percent of the Fiduciary
Net Position.

INPRS Investment Policy Statement has placed a
limit on the concentration of assets placed with an
investment manager.

No investment manager will manage more than 10
percent of the INPRS assets in actively managed
portfolios at the time of funding. Through capital
appreciation and additional purchases, no
investment manager will be allowed to manage in
excess of 15 percent of the system’s assets in
actively managed portfolios without Board approval.

No investment manager will manage more than 15
percent of the INPRS assets in passively managed
portfolios at the time of funding. Through capital
appreciation and additional purchases, no
investment manager will be allowed to manage in
excess of 20 percent of the system’s assets in
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passively managed portfolios without Board
approval

No investment manager will manage more than 25
percent of the INPRS assets in a combination of
actively and passively managed portfolios.

.Foreign Currency Risk

Foreign currency risk is the risk changes in
exchange rates may adversely affect the fair value
of an investment or a deposit. INPRS’ foreign
currency exposure is focused primarily in
international fixed income and equity holdings.

At June 30, 2017, INPRS did not have a currency
hedging program at the total fund level. However,
at the manager level, hedging currency risk is
allowed and certain managers actively manage
currency exposure. INPRS monitors currency risk
at the total fund level, portfolio level, and asset
class level.

The foreign currency exposure consists of
unhedged assets within the investment portfolio.
The short term investment, debt securities and
equity  securities  include accruals.  Other
investments include foreign holdings of other
investments, derivatives and receivables/payables.
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INPRS exposure to foreign currency risk at June 30, 2017, is as follows:

Foreign Currency Held at June 30, 2017
Other

Currency Short Term Fixed Income Equity Investments Grand Total % of Total
Argentina Peso $ 395 $ 7,016 $ - $ (754) % 6,657 0.0%
Australian Dollar 509 96,666 111,205 (102,076) 106,304 0.3
Brazilian Real 25 33,561 25,054 11,773 70,413 0.2
Canadian Dollar 1,583 136,366 170,577 (135,185) 173,341 0.5
Chilean Peso - 5,488 837 1,219 7,544 -
Chinese R Yuan HK - - - (3,034) (3,034) -
China Yuan Renminbi - (358) - 910 552 -
Colombian Peso 588 26,199 - 1,877 28,664 0.1
Czech Koruna (110) 5,350 728 22,834 28,802 0.1
Danish Krone 833 18,397 58,584 (16,140) 61,674 0.2
Dominican Rep Peso - 742 - - 742 -
Egyptian Pound 3,744 2,188 689 1,262 7,883 -
Euro Currency Unit 9,102 1,095,906 726,732 (1,045,145) 786,595 2.5
Hong Kong Dollar 718 (341) 161,629 (25,725) 136,281 0.4
Hungarian Forint 388 12,656 5,633 (1,725) 16,952 0.1
Indian Rupee 766 (34) 17,404 19,449 37,585 0.1
Indonesian Rupiah 185 33,878 2,058 2,439 38,560 0.1
Israeli Shekel 20 (112) 3,611 - 3,519 -
Japanese Yen 12,429 361,365 576,328 (374,476) 575,646 1.8
Malaysian Ringgit 265 21,011 - (1,269) 20,007 0.1
Mexican Peso (370) 51,106 795 (7,140) 44,391 0.1
Taiwan New Dollar - - 82,285 (20,580) 61,705 0.2
Turkish Lira 2 25,461 13,357 7,427 46,247 0.2
New Zealand Dollar 102 24,818 4,917 (29,227) 610 -
Norwegian Krone 210 3,729 9,277 12,806 26,022 0.1
Peruvian Nuevo Sol - 9,801 - (3,148) 6,653 -
Philipines Peso 15 - - 4,733 4,748 -
Polish Zloty 469 42,575 6,869 10,416 60,329 0.2
British Pound Sterling 2,876 508,535 374,954 (514,443) 371,922 1.2
Romania Leu - - - 5,180 5,180 -
Russian Ruble 29 29,467 - (4,039) 25,457 0.1
South African Rand 314 41,992 31,508 (15,525) 58,289 0.2
Singapore Dollar 446 4,932 23,425 (9,710) 19,093 0.1
South Korean Won 576 (58) 118,098 4,724 123,340 0.4
Swedish Krona 401 77,310 87,499 (49,667) 115,543 0.4
Swiss Franc 3,547 2,937 187,130 (3,355) 190,259 0.6
Thai Baht 16 14,519 14,526 3,083 32,144 0.1
UAE Dirham - - 2,939 - 2,939 -
Uruguayan Peso - 619 - 1,164 1,783 -
Total $ 40,073 $ 2,693,687 $ 2,818,648 $ (2,251,067) $ 3,301,341 10.4%
(1) Total of foreign currency risk, as a percentage of all pooled investments.

Securities Lending

additional
benefits assets. The

INPRS

revenue for the consolidated defined
Investment Policy

Indiana Code 5-10.2-2-13(d) provides that the
INPRS Board of Trustees’ may authorize its
custodian bank to enter into a securities lending
program agreement under which certain securities
held by the custodian on behalf of INPRS may be
loaned. The statute requires collateral pledged to
be in excess of the total fair value of the loaned
securities at all times.

The purpose of such a program is to provide

Statement requires that collateral securities and/or
cash be initially pledged at 102 percent of the fair
value of the securities lent for domestic securities
and 105 percent for international securities. No
more than 40 percent of the consolidated defined
benefit assets may be lent in aggregate. The
custodian bank and/or its securities lending sub-
agents provide 100 percent indemnification of the
consolidated defined benefit assets against
borrower default, overnight market risk and failure
to return loaned securities. Securities received as



collateral by INPRS cannot be pledged or sold
unless the borrower defaults.

At June 30, 2017, INPRS had no security lending
credit risk exposure as the collateral pledged of
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$959 million exceeded the fair value of securities on
loan, as shown below.

Fair Value of
Securities on

Security Type Loan
U.S. Governments $ 597,687
Corporate Bonds 12,185
International Bonds 5,888
Domestic Equities 289,566
International Equities 32,529

Total $ 937,855

Cash collateral can be reinvested and is subject to
the investment guidelines specified by the
Investment Policy Statement. All  collateral
investments will have a maturity of the next
business day. INPRS retains the fair value risk with
respect to the investment of the cash collateral.
However, the custodian bank provides 100.0
percent indemnification of all collateral invested in
repurchase agreements against borrower default
and overnight market risk.

All reinvested cash collateral investments consist of
repurchase agreements which are not rated by any
of the rating agencies.

Repurchase Agreements

A repurchase agreement is an agreement in which
INPRS transfers cash to a broker-dealer or financial
institution. The broker-dealer or financial institution
transfers securities to INPRS and promises to repay
the cash plus interest in exchange for the same
securities. Repurchase agreements are assets with
the security collateral held at INPRS’ custodian
bank.

An obligation under reverse repurchase agreement
is the same as a repurchase agreement, but from
the perspective of the buyer rather than the seller.
Obligations under reverse repurchase agreements
are liabilities of INPRS’ whereby security collateral
is held at the broker dealer or financial institution’s
custodian bank.

Cash received and reinvested in securities is not

required to match the maturities of the securities
posted as collateral.

Repurchase agreements and obligations and
reverse repurchase agreements are considered
allowable investments. Moreover, investment
managers that possess recognized expertise in
managing these types of investments will be
permitted to utilize these investment tools as part of
the overall investment mandate for the benefit of
INPRS.

The amounts held at June 30, 2017, exclusive of
securities lending reinvested cash collateral, are as
follows:

Cash

Repurchase Agreements by Collateral

Collateral Type Received Market Value
U.S. Treasury $ 1,881 $ 1,881
Obligations Under Reverse Cash

Repurchase Agreements by Collateral

Collateral Type Posted Fair Value
U.S. Treasury $ 276,792 $ 279,962

At June 30, 2017, INPRS had no reverse
repurchase agreement credit risk exposure since
the cash collateral value posted was less than the
fair value of the liability held.


http://financial-dictionary.thefreedictionary.com/Repurchase+Agreement
http://financial-dictionary.thefreedictionary.com/Buyer
http://financial-dictionary.thefreedictionary.com/Seller
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Fair Value Measurement

In accordance with GASB Statement No. 72,
INPRS’ investments are measured and generally
reported at fair value and are classified according to
the following hierarchy:

Level 1 — Investments reflect prices quoted in active
markets for identical assets.

Level 2 — Investments reflect prices that are based
on a similar observable asset either directly or
indirectly in an active market, and inputs in markets
that are not considered to be active for identical or
similar assets.

Level 3 — Investments reflect prices based upon
unobservable inputs.

The categorization of investments within the
hierarchy is based upon the pricing transparency of
the instrument and should not be perceived as the
particular investment’s risk.

Short term investment funds (STIF's) are classified
at amortized cost.

Equity and fixed income securities classified in
Level 1 of the fair value hierarchy are valued using
prices quoted in active markets for those securities.
Equity and fixed income securities classified in
Level 2 of the fair value hierarchy are valued using
a matrix pricing technique. Matrix pricing is used to
value securities based on the securities' relationship
to benchmark quoted prices. Corporate bonds
classified in Level 3 are valued using discounted
cash flow techniques. International equities
classified in Level 3 are not traded in an active
market and are valued using internally generated
unobservable inputs.

Derivative instruments classified in Level 1 of the
fair value hierarchy are valued using prices quoted
in active markets for those securities. Derivative
instruments classified as Level 2 are valued using a
market approach that considers benchmarks.
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At June 30, 2017, the fair value of investments categorized by Level 1, 2 and 3 is as follows:

Fair Value Measurements Using
Quoted Prices in
Active Markets Significant Other Significant
for Identical Observable Unobservable
Investment Type (1) June 30, 2017 Assets (Level 1) Inputs (Level 2) Inputs (Level 3)
Investments Measured at Amortized Cost
Short Term Investments (2) $ 62,758
Cash at Brokers 257,779
Repurchase Agreements 1,881
Pooled Short Term Investments (2) 989,056
Total Investments Measured at Amortized Cost 1,311,474
Investments by Fair Value Level
Pooled Short Term Investments (2)
BNY - Mellon Cash Reserves 22,343 $ - $ 22,343 $ -
Certificate of Deposit 3,806 - 3,806 -
Corporate Bonds (Short Term) 3,744 - 3,744 -
U.S. Treasury Obligations 193,486 193,486 - -
Non-U.S. Governments 4,136 - 4,136 -
Total Pooled Short Term Investments 227,515 193,486 34,029 -
Fixed Income Investments
U.S. Governments 3,747,283 3,746,994 289 -
Non-U.S. Governments 3,043,740 - 3,043,740 -
U.S. Agencies 228,832 - 228,832 -
Corporate Bonds 1,129,583 - 1,128,623 960
Asset-Backed Securities 226,709 - 226,709 -
Total Fixed Income Investments 8,376,147 3,746,994 4,628,193 960
Equity Investments
Domestic Equities 3,473,186 3,472,155 1,031
International Equities 3,420,144 3,419,343 794 7
Total Equity Investments 6,893,330 6,891,498 1,825 7
Total Investments by Fair Value Level 15,496,992 $ 10,831,978 $ 4,664,047 $ 967
Investments Measured at the Net Asset Value (NAV)
Commingled Short Term Funds 8,590
Commingled Fixed Income Funds 710,080
Commingled Equity Funds 1,460,136
Private Markets 3,450,039
Absolute Return 2,597,143
Real Estate 1,599,209
Risk Parity 2,914,620
Total Investments Measured at the Net
Asset Value (NAV) 12,739,817
Investment Derivatives
Total Futures (6,023) (6,023) - -
Total Options 13 - 13 -
Total Swaps 2,925 - 2,925 -
Total Investment Derivatives (3,085 % (6,023) $ 2,938 $ -
Total Investments (less Securities Lending
Collateral) $ 29,545,198
(1) The amounts disclosed above will differ from the Asset Allocation Summary. The investment type combines assets according to the
security type assigned to each investment by the Custodian. The Asset Allocation Summary groups assets according to the investment
objective of each investment manager.
(2) Short Term Investments include highly liquid assets, both pooled and non-pooled that are an integral part of the pension investments.




Comprehensive Annual Financial Report - State of Indiana - 93

The valuation method for investments measured at the net asset value (NAV) per share or equivalent, at June

30, 2017, is presented as follows:

Unfunded Redemption Frequency (if Redemption

Fair Value Commitments Currently Eligible) Notice Period
Commingled Short Term Funds (1) $ 8,590 $ - Daily 1 day
Commingled Fixed Income Funds (1) 710,080 - Daily 1 day
Commingled Equity Funds (1) 1,460,136 - Daily 1 day
Private Markets (2) 3,450,039 1,720,159 Not Eligible N/A
Real Estate Funds (3) 1,599,209 549,401 Quarterly 30-90 days
Absolute Return (4) 2,597,143 - Monthly, Quarterly, Semi-Annually 30-120 days
Risk Parity (5) 2,914,620 - Daily, Weekly, Monthly 3-5 days
Total $12,739,817 $ 2,269,560

(1) Commingled Short Term, Fixed Income and
Equity Funds - There are three short term funds,
sixteen fixed income funds and three equity funds,
which are considered to be commingled in nature.
Comingled fund strategies include short term, fixed
income, and equity fund investments. These
investments are valued at the net asset value of the
units held at June 30, 2017, based upon fair value
of the underlying securities.

(2) Private Markets- Consisting of 265 private
market funds that invests across a range of
strategies, geographies, and industries. Portfolio
strategies include venture capital, buyout, special
situations, real assets, and growth capital fund
investments. The underlying portfolio investments
cannot be redeemed with each fund, but rather the
fund will make distributions of capital as the fund
liguidates the underlying portfolio investments over
the average ten year life of the fund.

(3) Real Estate Funds - Consisting 32 real estate
funds that invest primarily in U.S. commercial real
estate. There are 26 real estate funds classified as
illiquid as these investments cannot be redeemed
directly with those real estate funds. Distributions
of capital from illiquid real estate funds will be
received as the underlying real estate assets are
liquidated over the average 10 year life of the fund.
There are six real estate funds that have been
classified as liquid real estate funds due to the
open-end structure of the fund. Open-end funds
generally offer periodic distributions of net cash flow
which can be reinvested, as well as quarterly
redemption windows. llliquid real estate funds
represent approximately 48.0 percent of the value
of the real estate fund investments.

(4) Absolute Return - The absolute return strategy
portfolio attempts to generate returns in excess of
the plan’s target actuarial rate of return over a full

market cycle with minimal beta to the plan’s primary
long-only market exposures (equities, credit, rates,
and commodities). The portfolio tends to rely less
heavily on traditional long/short equity and event-
driven strategies, but instead focuses on relative
value/arbitrage and tactical trading strategies. The
portfolio consists of 35 fund holdings that cover a
broad spectrum of investment strategies and
investment horizons, which results in distinct fund
redemption terms to prevent asset-liability
mismatches. Fund redemption periods range from
weeks (alternative beta) to years (drawdown
vehicles), but as a whole, on a weighted-average
basis, the portfolio maintains a liquidity profile of
less than one year. Most of the funds’ investments
are classified as fair value level 1 and 2 assets,
which allow for independent verification of
NAV’s/fair values by the funds’ administrators.
Funds with a drawdown strategy represent 7.8
percent of the absolute return portfolio and the
majority of the fund’s investments consists of level 3
assets. The valuation process for the funds are
comparable to private market valuations, with
quarterly valuations.

(5) Risk Parity - Consisting of three fund
investments, this portfolio is constructed to accrue
various asset class risk premiums, including equity,
without long-term dominance from any single asset
class. The structure of these investments provides
a reasonable level of liquidity and investments may
be redeemed in accordance to the terms set forth
by each investment management agreement. The
risk parity fund investments are considered to be
liquid, market-priced instruments, and 100 percent
of the NAV is independently calculated by the fund
administrators. Fair values are reported as NAV
per share.

As of June 30, 2017, it is probable $3.5 billion and
$1.6 billion of the investments in the private market



and real estate funds type, respectively, will be sold
at an amount different from the NAV of the INPRS’
ownership interest in partners’ capital. Therefore,
the fair values of the investments in this type have
been estimated using recent observable transaction
information for similar investments and non-binding
bids received from potential buyers of the
investments (one quarter in arrears plus current
quarter cash flows). As of June 30, 2017, a buyer
(or buyers) for these investments has not yet been
identified. Once a buyer has been identified, the
investee fund’s management must approve the
buyer before the sale of the investments can be
completed.

Synthetic GIC’s

PERF, TRF Pre-“96, TRF “96 and LE DC members
are able to participate in a stable value fund
investment option that consists of fully benefit-
responsive  synthetic guaranteed investment
contracts (GIC’s). The stable value fund is an
investment option that seeks to provide safety of
principal and a stable credited rate of interest, while
generating competitive returns over time compared
to other comparable investments. As of June 30,
2017, the stable value fund portfolio of well
diversified high quality investment grade fixed
income securities had a fair value of $2.6 billion that
was $12.8 million in excess of the fair value
protected by the wrap contract.

Derivative Financial Instruments
Overview of Derivatives

Derivative instruments are financial contracts
whose values depend on the values of one or more
underlying assets, reference rates, or financial
indices. The fair value of all derivative financial
instruments is reported in the Statement of
Fiduciary Net Position as either assets or liabilities,
and the change in the fair value is recorded in the
Statement of Changes in Fiduciary Net Position as
investment income. A derivative instrument could
be a contract negotiated on behalf of the Master
Trust and a specific counterparty. This would
typically be referred to as an “OTC contract” (Over
the Counter) such as swaps and forward contracts.
Alternatively, a derivative instrument, such as
futures, could be listed and traded on an exchange
and referred to as “exchange traded.” Due to the
level of risk associated with certain derivative
investment securities, it is reasonably possible that
changes in the value of investment securities will
occur in the near term, and such changes could
affect the amounts reported in the financial
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statements. Investments in limited partnerships may
include derivatives that are not shown in the
derivative total.

The derivative instruments are considered
investments and not hedges for accounting
purposes. The gains and losses arising from this
activity are recognized as incurred in the Statement
of Changes in Fiduciary Net Position.

All investment derivatives discussed below are
included within the investment risk schedules,
which precede this section. Investment derivative
instruments are disclosed separately to provide a
comprehensive and distinct view of this activity and
its impact on the overall investment portfolio.
INPRS holds investments in limited partnership and
commingled investment funds, which may utilize
derivatives from time to time for hedging purposes,
and any derivatives held by these types of
investment vehicles are not included in the
information describing the derivatives.

Futures

A futures contract is an agreement between two
parties to buy and sell a financial instrument at a set
price on a future date. Investment managers use
financial futures to replicate an underlying security
or index they intend to hold or sell in the portfolio. In
certain instances, it may be beneficial to own a
futures contract rather than the underlying security.
Additionally, investment managers use futures con-
tracts to adjust the portfolio risk exposure. Futures
contracts may be used for the purpose of investing
cash flows or modifying duration, but in no event
may leverage be created by any individual security
or combination of securities. No short sales of
equity securities or equity index derivatives are
permitted.

As the fair value of the futures contract varies from
the original contract price, a gain or loss is
recognized and paid to, or received from, the
clearinghouse. The cash or securities to fulfill these
obligations are held in the investment portfolio.

Options

Options are agreements that give the owner of the
option the right, but not obligation, to buy (in the
case of a call) or to sell (in the case of a put) a
specific amount of an asset for a specific price on or
before a specified expiration date.

The purchaser of put options pays a premium at the
outset of the agreement and stands to gain from an
unfavorable change (i.e., a decrease) in the price of
the instrument underlying the option. The writer of a
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call option receives a premium at the outset of the
agreement and bears the risk of an unfavorable
change (i.e., an increase) in the price of the
instrument underlying the option. An interest rate
swaption is the option to enter into an interest rate
swap based off a set of predetermined conditions.
Options are generally used to manage interest rate
risk, adjust portfolio duration, or rebalance the total
portfolio to the target asset allocation. The fair value
of exchange-traded options is determined based
upon quoted market prices.

The fair value of over the counter options is
determined by external pricing services, using
various proprietary methods, based upon the type
of option.

Swaps

Interest rate swaps are derivative instruments in
which one party exchanges a stream of fixed
interest rate cash flows for floating interest rate
cash flows. A notional amount of principal is
required to compute the actual cash amounts and is
determined at the inception of the contract.

Interest rate swaps are generally used to manage
interest rate risk, adjust portfolio duration, or
rebalance the total portfolio to the target asset
allocation. The fair value is determined by external
pricing services using various proprietary methods.

An inflation swap is a derivative used to transfer
inflation risk from one party to another through an
exchange of cash flows. In an inflation swap, one
party pays a fixed rate on a notional principal
amount, while the other party pays a floating rate
linked to an inflation index, such as the Consumer
Price Index (CPI) or an inflation bond.

Credit default swap agreements involve one party
(referred to as the buyer of protection) making a
stream of payments to another party (the seller of
protection) in exchange for the right to receive a
specified return in the event of a default or other
predetermined credit event for the referenced entity,
obligation or index.

Credit default swaps are used to achieve the
desired credit exposure of a security or basket of
securities. One of the main advantages of a credit
default swap is it allows for exposure to credit risk
while limiting exposure to other risks, such as
interest rate and currency risk. The fair value is
determined by external pricing services using
various proprietary methods.

Forwards

A forward currency exchange contract is a
commitment to purchase or sell a foreign currency
at a future date at a negotiated forward rate. A
contract is classified as a forward contract when the
settlement date is more than two days after the
trade date. Risks associated with such contracts
include movement in the value of a foreign currency
relative to the U.S. dollar. The contracts are valued
at forward exchange rates and include net
appreciation / depreciation in the Statement of
Fiduciary Net Position. Realized gains or losses on
forward currency contracts is the difference
between the original contract and the closing value
of such contract and is included in the Statement of
Changes in Fiduciary Net Position.

Foreign currency forwards are used to manage
exposure to fluctuations in foreign currency
exchange rates on portfolio holdings and to settle
future obligations.


http://www.investopedia.com/terms/i/inflation-swap.asp
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Derivative Contracts

The table below summarizes INPRS’ derivative contracts for the fiscal year ended June 30, 2017:

Change in
Investment Derivatives Fair Value Fair Value Notional
Futures
Index Futures - Long $ 1404 $ 1,404 $ 761,901
Commodity Futures - Long (8,757) (8,757) 1,432,867
Fixed Income Futures - Long (267) (267) 450,047
Fixed Income Futures - Short 1,596 1,596 (614,485)
Total Futures (6,024) (6,024) 2,030,330
Options
Currency Spot Options Bought (15) 22 5,785
Currency Spot Options Written 9 9) 4,545
Interest Rate Options Bought (1,476) 3,335 709,400
Interest Rate Options Written 821 (3,280) 546,940
Fixed Income Options Bought (60) 14 14
Fixed Income Options Written 35 (13) (13)
Total Options (686) 69 1,266,671
Swaps
Interest Rate Swaps - Pay Fixed Receive Variable 3,580 5,699 487,349
Interest Rate Swaps - Pay Variable Receive Fixed (31) (654) 492,341
Overnight Index Interest Rate Swaps - Pay Fixed Receive Variable (888) (888) 66,774
Overnight Index Interest Rate Swaps - Pay Variable Receive Fixed 798 798 50,535
Inflation Swaps - Pay Fixed Receive Variable 40 (61) 2,428
Inflation Swaps - Pay Variable Receive Fixed 38 35 6,775
Currency Swaps (1,688) (1,680) 43,237
Total Return Swaps 2,489 2,489 4,162
Credit Default Swaps Single Name - Buy Protection (1,147) (810) 59,200
Credit Default Swaps Single Name - Sell Protection 166 (29) 8,069
Credit Default Swaps Index - Buy Protection (203) (369) 27,679
Credit Default Swaps Index - Sell Protection (598) (1,660) 47,235
Total Swaps 2,556 2,870 1,295,784
Total Derivatives $ (4154) $ (3,085) $ 4,592,785
The table below summarizes the swap maturity profile as of June 30, 2017.
Swap Maturity Profile at June 30, 2017
Swap Type <1yr 1-5yrs 5-10yrs 10 -20 yrs 20 +yrs Total
Interest Rate Swaps - Pay Fixed Receive Variable $ (203) $ (331) $ 5973 $ 52) $ 312 $ 5,699
Interest Rate Swaps - Pay Variable Receive Fixed 105 2 527 71 (1,359) (654)
Overnight Index Interest Rate Swaps - Pay Fixed Receive Variable (110) (778) - - (888)
Overnight Index Interest Rate Swaps - Pay Variable Receive Fixed 4 828 (34) - - 798
Inflation Swaps - Pay Fixed Receive Variable - - 3) (51) (@) (61)
Inflation Swaps - Pay Variable Receive Fixed 1 (5) 13 (48) 74 35
Currency Swaps (1,529) (54) 97) - (1,680)
Total Return Swaps 2,489 - - 2,489
Credit Default Swaps Single Name - Buy Protection - (810) - (810)
Credit Default Swaps Single Name - Sell Protection 1 8) (22) (29)
Credit Default Swaps Index - Buy Protection - (369) - (369)
Credit Default Swaps Index - Sell Protection (1,605) - - (55) (1,660)
Total Swap Fair Value $ 758 $ (31300 $ 6357 $ (80) $ (1,035) $ 2,870
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Credit Risk

Counterparty credit risk exists on all open OTC
positions. Counterparty credit risk is the risk that a
derivative counterparty may fail to meet its payment
obligation under the derivative contract.

INPRS’ investment managers use International
Swaps and Derivative Association Master
Agreements to further reduce counterparty risk by
specifying credit protection mechanisms and
providing standardization that improves legal
certainty, thereby reducing the probability of
unforeseen losses. Furthermore, the master
agreements can provide additional credit protection
through the requirement of collateral exchange and

certain event of default and mutual termination
provisions. Securities eligible as collateral are
typically United States government bills and U.S.
dollar cash.

The maximum amount of loss due to credit risk that
the agency would incur if the counterparty to the
derivative instrument failed to perform according to
the terms of the contract, without respect to any
collateral or other security, or netting arrangements,
is the total unrealized gain of derivatives at the end
of the reporting period. The aggregate fair value of
investment derivative instruments in an unrealized
gain position at June 30, 2017, was $18.1 million, of
which $16.4 million was uncollateralized.

The table below summarizes the counterparty positions as of June 30, 2017:

Fair Value Collateral
Receivable/ Payable/
S&P Unrealized (Unrealized
Swaps Counterparty Rating Gain Loss) Fair Value Posted Received
Bank of America BBB+ $ 423 % (257) $ 215 $ 640 $ (540)
Banque Nationale De Paris A 3 - - 710 -
Barclays BBB 63 (155) (145) - -
Citigroup, Inc. BBB+ 2,730 (705) 1,914 707 (1,070)
CME Group AA- 5,012 (2,853) 2,394 - -
Credit Suisse BBB+ - (91) (90) 2,324 (51)
Deutsche Bank A- 2,546 (3,333) (644) 750 (110)
Goldman Sachs BBB+ 85 (77) (77) 730 (570)
HSBC Securities Inc A 60 (54) (54) 1,520 (10)
Intercontinental Exchange, Inc. A 2,079 (2,851) (2,038) 1,135 -
JPMorgan Chase Bank A- 127 (2,303) (2,007) 1,829 -
London Clearing House A- 4,619 (2,201) 3,690 376 -
Morgan Stanley BBB+ 349 (660) (288) 50 -
Total $ 18,096 $ (155400 $ 2,870 $10,771 $ (2,351)
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Interest Rate Risk

INPRS has exposure to interest rate risk due to
investments in interest rate and inflation swaps and

forward mortgage-backed securities (TBAs). The
required risk disclosures are included in the Interest
Rate Risk schedule.

The table below summarizes INPRS’ investments that are highly sensitive to interest rate changes:

Reference Currency Pays Receives Fair Value Notional
Interest Rate Swap - Pay Fixed Receive Variable:

U.S. Dollar 1.25% to 2.79% 3M USD LIBOR $ 7,131 $ 329,560
Pound Sterling 0.74% to 2.00% 6M GBP LIBOR BBA (204) 32,558
Euro Currency Unit 0.00% to 1.50% 6M EURIBOR REUTERS 191 25,286
Israeli Shekel 0.65% 3M ILS TELBOR REFERENCE BANKS (112) 14,385
Hong Kong Dollar 2.25% 3M HIBOR BLOOMBERG (336) 12,930
Brazilian Real 8.77% to 13.93% 1D BRL CDI (855) 10,850
Japanese Yen 0.30% to 0.75% 6M JPY LIBOR BBA (75) 10,780
Mexican Peso 7.25% 1M MXN TIIE BANXICO (5) 10,338
Australian Dollar 1.80% 3M AUD BBR BBSW 34 9,404
Czech Koruna 0.37% to 1.04% 6M CZK PRIBOR PRBO 189 8,067
Hungarian Forint 1.38% to 2.42% 6M BUBOR REUTERS (294) 7,289
Brazilian Real 8.77% t0 9.97% 1M BRL CDI (15) 6,643
Indian Rupee 6.20% to 6.50% INR MIBOR OIS COMPOUND (34) 6,204
Mexican Peso 5.18% to 5.86% 28D MXN TIIE BANXICO 75 1,811
Colombian Peso 5.11% 90 DAYS DTF RATE 1) 406
Polish Zloty 1.77% 6M PLN WIBOR WIBO 8 402
Australian Dollar 1.80% 6M AUD BBR BBSW 3 222
Colombian Peso 5.19% 1D COP COQVIBR (€8] 214
Total $ 5699 § 487,349
Interest Rate Swap - Pay Variable Receive Fixed:

U.S. Dollar 3M USD LIBOR BBA 1.50% to 2.68% $ (781 $ 99,140
Pound Sterling 3M GBP LIBOR BBA 0.59% 2 70,676
Euro Currency Unit 6M EURIBOR REUTERS 0.01% to 1.33% (95) 67,224
Canadian Dollar 3M CAD BA CDOR 1.25% to 1.50% (169) 66,216
Mexican Peso 28D MXN TIIE BANXICO 5.43% to 7.74% 582 34,663
South Korean Won 3M KRW CD KSDA 1.23% to 1.50% (36) 24,021
Brazilian Real 1D BRL CDI 11.45% to 14.56% 385 21,281
Thailand Baht 6M THB THBFIX REUTERS 1.52% to 1.90% 1 18,899
South Korean Won 3M KRW KWCDC COD 1.21% to 2.06% (22) 17,897
Swedish Krona 3M SEK STIBOR SIDE 0.05% to 0.33% (73) 17,037
Chinese Yuan Renminbi 7D CHINA FIXING REPO RATES 2.80% to 4.00% (358) 15,686
Swiss Franc 6M SWISS LIBOR BBA 0.55% @] 15,329
Brazilian Real 1M BRL CDI 9.12% to 11.15% (81) 9,009
Pound Sterling 6M GBP LIBOR BBA 1.40% to 1.60% (52) 8,515
Mexican Peso 1M MXN TIIE BANXICO 5.50% to 7.73% 64 4,583
Norwegian Krone 6M NOK NIBOR BBG CM 1.00% (6) 1,763
Polish Zloty 6M WIBOR WIBO 1.77% (8 402
Total $ (654) $ 492,341

Foreign Currency Risk

INPRS is exposed to foreign currency risk on its
foreign currency forward contracts and futures
contracts. The required risk disclosures are
included in the Foreign Currency Risk schedule.

At June 30, 2017, INPRS’ investments included a

foreign currency contract receivable balance of $7.4
billion and an off-setting foreign currency contract
payable of $7.4 billion

The net gain recognized for the fiscal year ended
June 30, 2017 due to foreign currency transactions
was $380 thousand.
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B. Interfund Transactions

Interfund Loans

As explained in Note IllI(A), temporary cash
overdrafts in various funds are reported as interfund
loans from the General Fund. As of June 30, 2017,
the following funds had temporary cash overdrafts
covered by loans from the General Fund: U.S.
Department of Education, $4.4 million and U.S.
Department of Health and Human Services Fund,
$648.6 million. There is also reported an $8.0
million loan from the Motor Vehicle Highway Fund

to the State Highway Fund, which is not expected to
be repaid within the next fiscal year. Also, reported
is an interfund loan of $1.1 million from the Fish and
Wildlife Fund to the Fund 6000 Programs Fund for
$0.9 milion and to the Deer Research and
Management Fund for $0.2 million for game and
deer licenses.

The following is a summary of the Interfund Loans as of June 30, 2017:

Governmental Funds
General Fund
Nonmajor Governmental Funds

Total

Loans To Loans From
Governmental Governmental
Funds Funds
$ 652,949 $ -

9,110 662,059
$ 662,059 $ 662,059

Interfund Services Provided/Used

Interfund Services Provided of $9.9 million
represents amounts owed by various governmental
funds to the Institutional Industries Fund and the
Administrative Services Revolving Funds, both

internal service funds, for goods and services
rendered.

The following is a schedule of Interfund Services Provided/Used as of June 30, 2017:

Governmental Funds
General Fund
Public Welfare - Medicaid Assistance
Nonmajor Governmental Funds

Total Governmental Funds

Proprietary Funds
Internal Service Funds

Total Proprietary Funds

Total

Governmental Funds

Interfund Services

Interfund Services
Used By
Governmental Funds

Provided To

$ - 8 5,501
- 13

- 4,345

- 9,859

9,859 -

9,859 -

$ 9,859 $ 9,859




Due From/Due To

The $30.0 million represents funds the General
Fund borrowed in June 2004, interest free, from the
Indiana Board for Depositories, a discretely
presented component unit. Per Public Law 93-
2013, Section 4, repayments to the Indiana Board
for Depositories are to be made in annual
increments of $5.0 million each July beginning July
2013. The interfund balance of $24.1 million
represents the accrued distribution amount from the
State Lottery Commission to the Build Indiana
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Fund. The amounts due to Indiana University of
$3.4 million, Purdue University for $60.0 thousand,
the nonmajor universities of $671.0 thousand, and
the Indiana State Fair Commission for $224
thousand are from FY 2017 state appropriations.
$2.5 million of the $3.4 million due to Indiana
University is due from nonmajor governmental
funds.

The following is the schedule of Due From/Due To of component units, as of June 30, 2017:

Due From Due To Due From Due To
Primary Component Component Primary
Government Units Units Government
Governmental Funds
General Fund $ - $ 31,794 $ - $ -
Nonmajor Governmental Funds - 2,520 24,068 -
Total Governmental Funds - 34,314 24,068 -
Component Units
Indiana University 3,359 - - -
Purdue University 60 - - -
Nonmajor Universities 671 - - -
Board for Depositories 30,000 - - -
State Lottery Commission - - - 24,068
Indiana State Fair Commission 224 - - -
Total Component Units 34,314 - - 24,068
Total $ 34,314 $ 34,314 $ 24,068 $ 24,068

Interfund Transfers
Major Governmental Funds

Transfers constitute the movement of money from
the fund that receives the resources to the fund that
utilizes them. These numerous transfers generally
result from legislation passed by the Indiana
General Assembly that directs how the transfers are
made. In the case of the General Fund, many
appropriations are made in the General Fund and
then transferred during the year to the funds where
these appropriations are used. Also in the case of
the General Fund, various taxes and other
revenues are collected in other funds and
transferred to the General Fund. Following are the
principal purposes of the State’s interfund transfers:

General Fund — $431.6 million was transferred in
from the State Gaming Fund which was wagering
taxes from riverboats and slot machines at horse
tracks. $428.2 million was transferred in from the

Medicaid Assistance Fund of which $218.6 million
was unused State match appropriations from prior
fiscal years, $160.0 million was the State’s share of
hospital assessment fees, and $49.4 million was
guality assessment fees. The hospital assessment
fees and qualifying assessment fees can only be
used for the State’s share of Medicaid services
under Title XIX of the Social Security Act. The
Build Indiana Fund transferred in $236.2 million as
Motor Vehicle Excise Tax Cut Replacement
distributions. The Build Indiana Fund transferred in
additional $4.5 million to the General Fund which
was for various projects from the budget bill
including for I-Light Network Operations, the
Southern Indiana Education Alliance, workforce
centers, the GigaPoP project, and Degree Link.
$83.6 million was received from the Fund 6000
Programs Fund of which $54.2 million was
distribution of financial institutions tax per IC 6-5.5;
$19.0 million was transferred in for Indiana
Veterans’ Home administration from the Comfort-
Welfare Fund’s and IVH Medicaid Reimbursement
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Fund’'s receipts of resident fees and Medicaid
reimbursements; $3.8 million was transferred in
from permit fees collected from business that sell
alcoholic beverages per IC 7.1-4-9-4; $3.4 million
was transferred to the Office of Medicaid Policy and
Planning’s State Medicaid General Fund which was
appropriation transfers from Indiana Veterans’
Home Medicaid reimbursements; and $3.2 million
was transferred in from consumer and non-
consumer  settlements, unclaimed property
litigation, and real estate appraiser licensing for the
Office of the Indiana Attorney General. $45.8
million was transferred in from the Tobacco Master
Settlement Fund for various health and welfare
purposes including developmental disabilities
services provided by the FSSA’s Division of
Disability and Rehabilitative Services, the Children’s
with  Special Health Care Needs program
administered by the Indiana State Department of
Health, and substance abuse prevention and
treatment services through the FSSA’s Division of
Mental Health and Addiction. $44.9 million was
transferred in from the Indiana Department of Child
Services’ Welfare Child Service Fund of which
$29.2 million was Supplemental Security Income
revenues from Wards and $15.7 million was unused
appropriations from prior fiscal years to be used to
aide in the delivery of services to children. $44.3
million was transferred in from the Indiana
Department of Child Services’ Local Office
Administrative =~ Fund  which  was  unused
appropriations from prior fiscal years to be used to
aide in the delivery of services to children.

The following were transfers out from the General
Fund: The Public Welfare Medicaid Assistance
Fund received $2.4 billion in transfers for Medicaid
current obligations and for Medicaid administration
to enable the Office of Medicaid Policy and
Planning to carry out all services under IC 12-8-6.
These services include, but may not be limited to
the provision of care and treatment for individuals
with mental illness, developmental disability, long
term care needs, and family and child services
needs. $335.3 million was transferred to the State
Highway Department (IC 8-23-9-54) for operation of
the department and construction and maintenance
of the state’s highways, roads, and bridges. $320.8
million was transferred to the Indiana Commission
for Higher Education’s Division of Student Financial
Aid mostly for the awarding of the State’s grants
and scholarships for Hoosier students to attend
colleges. $291.7 million was transferred to the U.S.
Department of Health and Human Services Fund in
support of: $111.9 million for Department of Child
Services programs including child welfare services
training and state grants, case management
services, special needs adoption, Social Security

Title IV-D services to needy families with children,
adoption services, family and children services, and
healthy families Indiana; $63.1 million for the Family
and Social Services’ Division of Family Resources
for local offices, state administration, information
systems, and the temporary assistance for needy
families program; $51.1 million for the State
Medicaid program; $40.8 million for FSSA’s central
office and child care services; $15.6 million to the
FSSA divisions of Aging and Disability and
Rehabilitative Services for developmental disabled
client and aging services, $7.9 million for county
prosecutors’ and local judges’ salaries; $1.1 million
for the FSSA’s Division of Mental Health and
Addiction for child psychiatric services, quality
assurance and research, and child assessment
needs survey; and $0.2 million for the Department
of Health’'s cancer registry. $83.9 million was
transferred to the U.S. Department of Agriculture
Fund as the State’s match of which $74.3 million
was for the FSSA Division of Family Resources’
local offices, state administration, information
systems, TANF, Electronic Benefits Transfer
administration, and IMPACT, $4.9 million was for
the National School Lunch program administered by
the Indiana Department of Education’s Division of
School and Community Nutrition Programs, $3.0
million was for the FSSA central office fund, $1.4
million was for the meat and poultry inspection
program and the public health data communication
infrastructure system of the Board of Animal Health,
$0.2 million was for DNR capital projects, and $0.1
million was for food assistance and the Women,
Infants, and Children (WIC) supplement program of
the Indiana State Department of Health. $42.7
million was received by the Indiana Department of
Transportation for the Public Mass Transportation
Fund, which is used for the promotion and
development of public transportation.

Medicaid Assistance Fund - The Medicaid
Assistance Fund received a transfer of $2.4 billion
from the General Fund to support the state
Medicaid program administered through the Office
of Medicaid Policy and Planning. $112.7 million
was transferred in from the Healthy Indiana Plan
trust fund and $50.1 million was transferred in from
the Incremental Hospital Assessment Fee fund both
to support the Healthy Indiana Plan (or HIP 2.0).
$44.0 million was transferred in from the Medicaid
Indigent Care Trust Fund which is part of the U.S.
Department of Health and Human Services Fund,
for reimbursement of hospital care for the indigent
supplement payments made from the Medicaid
Assistance Fund.

Transfers out included $428.2 million to the General
Fund of which $218.6 million was the return of



unused State match appropriations for Medicaid
from prior fiscal years, $160.0 million was hospital
assessment fees, and $49.4 million was quality
assessment fees. The hospital assessment fees
and quality assessment fees can only be used for
the State’s share of Medicaid services under Title
XIX of the federal Social Security Act. $0.2 million
was transferred to the General Fund for Medicaid’s
share of state fiscal year 2016 indirect costs in
accordance with FSSA’s approved public
assistance cost allocation plan.

Proprietary Funds

Non-Major Enterprise Funds
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The Inns and Concessions Fund — This fund had
transfers out of $2.2 million, representing cash
contributions to the Department of Natural
Resources (DNR) which are to be used for
repayments of bonds made by the Indiana Finance
Authority.

Internal Service Funds

$1.3 million was transferred to the Administrative
Services Revolving Fund, Information Technology
Services, from the General Fund for the transition of
the Department of Workforce Development's
Indiana Network of Knowledge (INK) to the
Management and Performance Hub.

A summary of interfund transfers for the year ended June 30, 2017 is as follows:

Operating Operating
transfers in transfers (out) Net transfers

Governmental Funds
General Fund $
Public Welfare-Medicaid Assistance
Fund
Nonmajor Governmental Fund
Proprietary Funds
Nonmajor Enterprise Funds
Internal Service Funds

1,384,306  $ (3,701,163)  $ (2,316,857)

2,619,489 (428,200) 2,191,289
2,806,642 (2,680,132) 126,510
- (2,242) (2,242)

1,300 - 1,300

Total $

6,811,737 $ (6,811,737) -
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C. Receivables
Primary Government — Governmental Activities

Taxes Receivable/Tax Refunds Payable as of June 30, 2017, including the applicable allowances for
uncollectible accounts, are as follows:

Governmental Activities
Capital
Special Projects Total Primary
General Fund Revenue Funds Funds Government

Income taxes $ 905,783 $ - - $ 905,783
Sales taxes 771,157 6,131 - 777,288
Fuel taxes 80 77,120 - 77,200
Gaming taxes 1,950 9,419 - 11,369
Alcohol and tobacco taxes 48,717 30,192 2,138 81,047
Insurance 5,479 - - 5,479
Financial institutions taxes - 3,653 - 3,653
Other taxes 4,647 920 - 5,567
Total taxes receivable 1,737,813 127,436 2,138 1,867,387
Less allowance for uncollectible accounts (258,623) (9,339) (3) (267,965)
Net taxes receivable $ 1,479,190 $ 118,097 $ 2,135 $ 1,599,422
Tax refunds payable $ 50,845 $ 4,571 $ - $ 55,416

Primary Government — Business-Type Activities

The accounts receivable amount reported on the financial statements of the Unemployment Compensation fund
is comprised of funds due from Indiana employers (employer receivables) and from overpayments made to
Unemployment Insurance recipients (claimant receivables). Accounts receivable as of June 30, 2017 is as
follows:

Business - Type Activities
Unemployment
Compensation
Employer $ 62,224
Claimant 142,254
Total receivable $ 204,478

A major portion of the accounts receivable, $49.1 million of employer receivables and $105.7 million of claimant
receivables for a total of $154.8 million, will not be collected within one year.
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D. Capital Assets
Capital asset activity for the year ended June 30, 2017, was as follows:

Primary Government — Governmental Activities

Balance, July 1, Balance,
As restated Incr Decr June 30
Governmental Activities:
Capital assets, not being depreciated/amortized:
Land $ 2,134,850 44,135 $ (12,123) $ 2,166,862
Infrastructure 11,756,250 552,963 (4,996) 12,304,217
Construction in progress 833,193 487,281 (730,836) 589,638
Total capital assets, not being
depreciated/amortized 14,724,293 1,084,379 (747,955) 15,060,717
Capital assets, being depreciated/amortized:
Land and water use rights 26,028 - (912) 25,116
Buildings and improvements 2,266,397 15,107 (59,688) 2,221,816
Furniture, machinery, and equipment 609,586 70,975 (47,762) 632,799
Computer software 129,687 97,989 (2,146) 225,530
Infrastructure 34,849 600 (400) 35,049
Total capital assets, being
depreciated/amortized 3,066,547 184,671 (110,908) 3,140,310
Less accumulated depreciation/amortization for:
Land and water use rights (10,953) (1,256) 242 (11,967)
Buildings and improvements (1,286,713) (47,823) 25,923 (1,308,613)
Furniture, machinery, and equipment (426,876) (48,878) 43,489 (432,265)
Computer software (107,772) (15,950) 1,725 (121,997)
Infrastructure (27,481) (802) 325 (27,958)
Total accumulated depreciation/amortization (1,859,795) (114,709) 71,704 (1,902,800)
Total capital assets being
depreciated/amortized, net 1,206,752 69,962 (39,204) 1,237,510
Governmental activities capital assets, net $ 15,931,045 1,154,341 $ (787,159) $ 16,298,227
Primary Government — Business-Type Activities
Balance
July 1, Balance,
restated Increases Decreases June 30
Business-Type Activities:
Capital assets, not being depreciated:

Construction in progress $ 63 7 $ (70) -
Total capital assets, not being depreciated 63 7 (70) -
Capital assets, being depreciated:

Buildings and improvements 283 70 - 353

Furniture, machinery, and equipment 361 - - 361
Total capital assets, being depreciated 644 70 - 714
Less accumulated depreciation for:

Buildings and improvements (193) (16) - (209)

Furniture, machinery, and equipment (276) (26) - (302)
Total accumulated depreciation (469) (42) - (511)
Total capital assets being depreciated, net 175 28 - 203
Business-type activities capital assets, net $ 238 35 $ (70) 203
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Depreciation/amortization expense was charged to functions/programs of the primary government as follows:

Governmental activities:

General government $ 22,627
Public safety 35,910
Health 938
Welfare 13,475
Conservation, culture and development 14,997
Education 1,781
Transportation 24,981

Total depreciation/amortization expense -
governmental activities $ 114,709

Business-type activities:
Inns and Concessions $ 42

Total depreciation expense - business-type
activities $ 42

E. Leases

The future minimum lease obligations, the net present value of these minimum lease payments as of June 30,
2017 and the assets acquired through capital leases are as follows:

Capital leases
Governmental Activities

Future
Minimum
Operating Lease
Year ending June 30, leases Principal Interest Payments

2018 % 33,542 $ 54,578 $ 39,349 $ 93,927

2019 23,990 65,671 39,242 104,913
2020 16,505 62,698 36,958 99,656
2021 13,173 60,558 33,787 94,345
2022 9,934 63,082 30,721 93,803
2023-2027 20,923 353,660 88,455 442,115
2028-2032 49 163,298 12,362 175,660

Total minimum lease payments

(excluding executory costs) 118,116 823,545 280,874 1,104,419

Less:
Remaining premium(discount) - (1,101) - (1,101)
Total minimum lease payments $ 118,116 $ 822,444 $ 280,874 $ 1,103,318

Assets acquired through capital lease

Building $ 5,364
Machinery and equipment 30,127
Infrastructure 791,519

less accumulated depreciation (5,288)

$ 821,722




Operating Leases

The State leases building and office facilities and
other equipment under operating leases. Total
payments for such leases with aggregate payments
of $20,000 or more were $33.5 million for the year
ended June 30, 2017. A table of future minimum
lease payments (excluding executory costs) is
presented above.

F. Long-Term Obligations
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Capital Leases Liabilities

The State has entered into various lease
agreements with aggregate payments of $20,000 or
more to finance the acquisition of buildings, land
and equipment. These lease agreements qualify as
capital leases for accounting purposes and,
therefore, have been recorded at the present value
of the future minimum lease payments as of the
inception date in the government-wide statements.

Changes in long-term obligations for the primary government for the year ended June 30, 2017 were as follows:

Amounts Due
Balance, July 1, Balance, Within One Amounts Due
Changes in Long-Term Obligations as Restated Incr Decr June 30 Year Thereafter
Governmental activities:
Compensated absences $ 145,771 $ 80,196 $ (76,438) % 149,529 $ 83,814 $ 65,715
Net pension liability 13,122,718 2,814,941 (2,446,851) 13,490,808 13,490,808
Other postemployment benefits 130,261 42,172 (39,108) 133,325 - 133,325
Pollution remediation 35,609 3,239 (465) 38,383 4,887 33,496
Capital leases 1,000,258 476,505 (654,319) 822,444 54,578 767,866
$ 14,434,617 $ 3,417,053 $(3,217,181) $ 14,634,489 $ 143,279 $ 14,491,210
Business-type activities:
Compensated absences $ 689 $ 238 $ (214) % 713 $ 207 $ 506
Claims liability 25,440 635 (1,075) 25,000 2,097 22,903
$ 26,129 $ 873 $ (1,289) $ 25,713 $ 2,304 $ 23,409

Long term obligations of governmental activities
include capital lease obligations of governmental
funds as presented in Note IV(E), net pension
liabilities as presented in Note V(E) (employee
retirement systems and plan), other
postemployment benefits, pollution remediation,
intergovernmental payables, and compensated
absence obligations. The General Fund typically
has been used to liquidate any other long-term
liabilities.

G. Prior Period Adjustments and Reclassifications

For the fiscal year ended June 30, 2017, certain
changes have been made to the financial
statements to more appropriately reflect financial
activity of the State of Indiana. These prior period
adjustments and restatements are reflected in the
beginning net position in the government-wide
statement of activities.

In the fund financial statements for the General
Fund there was an increase in fund balance of $1.5
million and a corresponding decrease in fund

Long-term obligations of the business-type activities
consist of claims liability of the Indiana Residual
Malpractice Insurance Authority and compensated
absences of the Inns and Concessions Fund.

balance in Special Revenue Funds due to the
reclassification of a fund and a required transfer
that was not made in the prior year.

In the fund statements for the Special Revenue
funds, and the government-wide statements, net
position decreased by $0.4 million due to the
duplicate recording of a deposit in the prior year.

In the fund statements for the Special Revenue
funds, and the government-wide statements, net
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position decreased by $7.5 million for the correction
of liability balances.

For the Internal Service fund and the government-
wide statements, there is an increase of $5.1 million
in net position due to the omission of vehicle
inventory in the prior year for the Administration
Services Revolving fund.

For the government-wide statements, there is an
increase of $29.0 million in net position for capital
assets. This was the result of not capitalizing capital
assets by June 30, 2016 that were acquired prior to
this date and for corrections to acquisition cost by
state agencies. There is a net increase of $0.2

million in net position for infrastructure assets and
software projects that were incorrectly recorded to
construction in progress in the prior year. Net
position decreased $13.2 million due to an error in
the net pension liability.

For the discrete proprietary component units, net
position increased by $14.1 million due to not
capitalizing assets by June 30, 2016 that were
acquired prior to this date and decreased $0.4
million for corrections to liability balances.

The following schedule reconciles June 30, 2016 net position as previously reported, to beginning net position,

as restated:

earnings/net position as reported
Correction of errors

Balance July 1, 2016 as restated

June 30, 2016, fund balance/retained

Discretely

Presented
Component

Governmental Units (Non
Activities Fiduciary)

$ 10,873,292 $ 14,489,407

13,213 13,719

$ 10,886,505 $ 14,503,126

V. OTHER INFORMATION

A. Risk Management

The State of Indiana is exposed to various risks of
loss. This includes damage to property owned by
the agencies, personal injury or property damage
liabilities incurred by a State officer, agent or
employee, errors, omissions and theft by
employees, certain employee health benefits,
employee death benefits, and unemployment and
worker’s compensation costs for State employees.

The State records an expenditure for any loss as
the liability is incurred or replacement items are
purchased. @ The State purchases commercial
insurance coverage for certain DNR Inns
properties. The State also purchases immaterial
amounts of commercial insurance related to errors,
omissions, and theft by employees. Settlements
related to commercial insurance have not exceeded
coverage in the past three fiscal years.

The State does have risk financing activity for the
State employees’ disability, certain  State
employees’ health benefits, Conservation and
Excise Officers’ health benefits, and certain health,

disability and death benefits for State Police
officers. These are reported in four individual
Internal Service Funds.

The State employees’ disability program is financed
partially by State employees through payroll
withholdings and by the funds from which
employees are paid. The employees’ health
benefits, the Conservation and Excise health
benefits, and the State Police traditional health plan
are funded by the employees who have selected
certain health care benefit packages and the funds
from which those employees are paid. (An
insurance carrier does provide claims
administration services for the health insurance
programs.)

Located below is the table of claim liabilities. The
liabilities are not maintained in the accounting
records of the State. The claim liabilities for the
health insurance programs and the State Disability
fund were estimated based on the historical
experience rate of claims paid that were for service
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dates incurred during a prior fiscal year. The
surplus retained earnings in these funds are
reserved for future catastrophic losses.

Conservation and
State Police State Employees’ Excise Officers
Health Insurance State Employee Health Insurance Health Insurance
Fund Disability Fund Fund Fund Total
2017
Unpaid Claims, July 1 $ 3,009 $ 4,510 $ 38,419 $ 391 $ 46,329
Incurred Claims and Changes in
Estimate 24,885 18,043 329,607 3,982 376,517
Claims Paid (25,313) (18,250) (330,171) (3,770) (377,504)
Unpaid Claims, June 30 _$ 2,581 $ 4,303 $ 37,855 $ 603 $ 45,342
2016
Unpaid Claims, July 1 $ 2,442 $ 4,805 $ 35,699 $ 374 $ 43,320
Incurred Claims and Changes in
Estimate 24,926 18,936 319,574 2,607 366,043
Claims Paid (24,359) (19,231) (316,854) (2,590) (363,034)
Unpaid Claims, June 30 _$ 3,009 $ 4,510 $ 38,419 $ 391 $ 46,329

B. Contingencies and Commitments
Litigation

The State does not establish reserves for
judgments or other legal or equitable claims against
the State. Judgments and other such claims must
be paid from the State’s unappropriated balances
and reserves, if any.

With respect to tort claims only, the State’s liability
is limited to: (A) $300,000 for a cause of action that
accrues before January 2006; (B) $500,000 for a
cause of action that accrues between 2006 and
2008; or (C) $700,000 for a cause of action that
accrues on or after January 2008, for injury to or
death of one person in any one occurrence and $5
million for injury to or death of all persons in that
occurrence.

The Indiana Attorney General’s office estimates a
total payment for liabilities and litigation expenses
of $18.0 million to be made from the Tort Claim
Fund during the next fiscal year. During the fiscal
year ending June 30, 2017, the State paid $32.5
million for settlements, judgments, claims and
litigation expenses from the Tort Claim Fund.

The following is a summary of certain significant

litigation and claims currently pending against the
State involving amounts exceeding $5 million
individually or in the aggregate. This summary is
not exhaustive, either as to the description of the
specific litigation or claims described, or as to all of
the litigation or claims currently pending or
threatened against the State.

The Indiana Attorney General's office is currently
handling the following cases that could result in
significant liabilities to the State:

In 2015, Plaintiff filed a complaint against a State
Trooper, the Indiana State Police, and The City of
Bloomington alleging negligence and negligent
design of the roadway. On September 8, 2015,
outside counsel appeared for the Indiana State
Police. On the same day, outside counsel filed a
motion for enlargement of time to respond to the
complaint. On September 10, 2015, outside counsel
filed an appearance to represent the State Trooper.
On September 21, 2015, an answer was filed on
behalf of the State defendant. On the same day, a
Motion to Dismiss the State Trooper was filed.
Plaintiff objected to this dismissal on October 15,
and on October 16 a hearing on the Motion to
Dismiss was set. After a motion to continue hearing
was filed by Plaintiff's counsel, a hearing occurred
on December 11, 2015. The court granted the
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Motion to Dismiss the State Trooper. On September
30, 2016, Plaintiff obtained new counsel. After the
change of counsel, Plaintiff filed a motion for leave
to amend complaint for damages to rejoin
necessary defendant and restate allegations on
December 5, 2016. Outside counsel filed a motion
for enlargement of time to respond. On January 1,
2017, an Objection to Plaintiffs Motion for Leave to
Amend Complaint for Damages was filed. The court
set a hearing for March 21, 2017, to hear
arguments on all pending motions, and on March
23, 2017, the court granted Plaintiff's Motion For
Leave to Amend. On March 23, 2017, Plaintiff filed
an amended complaint naming the State Trooper
and The City of Bloomington as defendants. On
May 11, 2017, outside counsel filed an appearance
and answered this complaint on behalf of the State
Trooper. A joint case management plan was
established on August 22, 2017. This plan sets the
projected trial date for July 30, 2018. State
Defendant’'s Witness and Exhibit list was filed on
September 21, 2017.  Written discovery has
occurred. Numerous depositions have occurred.
On November 1, 2017, the State’s Motion for
Summary Judgment was filed. The hearing is
scheduled for January 8, 2018.

In 2014, Plaintiff, a man convicted of murder twice,
overturned twice on appeal, and then found not
guilty, sued government actors including city police
officers, State Police troopers, prosecutors, and
Floyd County alleging various civil rights violations
and state law tort claims. Plaintiff demanded
$30,000,000 from the defendants. Defendant Floyd
County settled with the plaintiff for $450,000 in
August, 2016. State Defendants’ Motions for
Summary judgment were filed on May 23, 2017.
The State’s position is that the claims against the
prosecutors are absolutely barred by prosecutorial
immunity and the claims against the Indiana State
Police defendants fail based on defendants’
qualified immunity and the existence of probable
cause that plaintiff committed the underlying crimes.
If said motions are granted, it will extinguish all
claims against the state defendants. Trial is set to
commence on February 12, 2018.

Other Litigation

The State on behalf of the following state agencies
is currently involved in the following cases that
could result in significant liability to the State:

Indiana Family and Social Services Agency (FSSA)

In May 2010, the State of Indiana, on behalf of the
FSSA, and counterclaim Plaintiff sued each other
regarding counterclaim Plaintiffs state welfare
system contract entered into in 2006. In October

2009, the State announced its intention to terminate
the 10-year contract early effective December 2009
due to counterclaim Plaintiff's deficient
performance. The trial court issued rulings in July
and August of 2012 awarding the counterclaim
Plaintiff $62.7 million. This amount included $9.5
million for equipment retained by the state, $2.5
million in early termination close-out payments,
$40.0 million in subcontractor assignment fees
(previously granted to the counterclaim Plaintiff on
summary judgment), and $10.7 million in
prejudgment interest. The trial court also ruled that
the counterclaim Plaintiff was not entitled to recover
$43.0 million claimed for deferred fees. The trial
court further ruled that there was no material breach
of the contract, so the State could not recover
damages from the counterclaim Plaintiff for breach
of contract.

The State appealed. In February 2013, the Court of
Appeals affirmed the trial court's award of $40.0
million in assignment fees and $9.5 million in
equipment fees to counterclaim Plaintiff; it affirmed
the trial court's denial of deferred fees to
counterclaim Plaintiff; it reversed the trial court’s
award of $2.5 million in early termination close-out
payments and $10.7 million in prejudgment interest
to counterclaim Plaintiff, and found counterclaim
Plaintiff materially breached the contract. The Court
of Appeals remanded the case to the trial court to
determine the amount of fees counterclaim Plaintiff
is entitled to for change orders and to determine the
state’s damages and offset damages awarded to
counterclaim Plaintiff as a result of counterclaim
Plaintiff's material breach of contract. Both parties
sought review from the Indiana Supreme Court.

The Indiana Supreme Court heard oral arguments
in the case on October 30, 2014, and rendered its
decision on March 22, 2016. Like the Indiana Court
of Appeals, the Indiana Supreme Court: affirmed
the trial court’s award of $40.0 million in assignment
fees and $9.5 milion in equipment fees to
counterclaim Plaintiff; it affirmed the trial court’s
denial of deferred fees to counterclaim Plaintiff; it
reversed the trial court's award of $2.5 million in
early termination close-out payments and $10.7
million in prejudgment interest to counterclaim
Plaintiff; and found counterclaim Plaintiff materially
breached the contract. The court remanded the
case to the trial court for a determination of State’s
multi-million dollar damages claim, and calculation
of change order fees due to counterclaim Plaintiff
(approximately $500,000).

The trial court issued its order on August 4, 2017,
granting damages to the State in the amount of
$128 million. The trial court offset this judgment by



the approximately $50 million previously awarded to
IBM and affirmed by the Indiana Supreme Court,
resulting in a net award to the State of $78 million.
IBM announced on August 7, 2017 that it would
appeal the trial court decision to the Indiana Court
of Appeals, and filed its Notice of Appeal on
September 5, 2017.

Indiana Bureau of Motor Vehicles (BMV)

In June of 2017, plaintiffs and the State of Indiana
entered into a settlement agreement for the March
and October 2013 class action lawsuits brought
against the Bureau of Motor Vehicles (BMV), which
alleged amounts were charged to persons for
drivers’ licenses that were not authorized by law
and overcharges. The court approved this
settlement agreement in August 2017. $4.1 million
was payable to claimants under the March 2013
case as of June 30, 2017. In October 2017, the
BMV transferred remaining balance of $3.9 million
to the Attorney General’'s Unclaimed Property Fund
for persons due a refund from the March 2013 suit.
Under the October 2013 lawsuit, $14 million was
payable to claimants as of June 30, 2017 related to
summer of 2016 claims and another $2 million to
$15 million is estimated to be payable for additional
claims from 2002 through 2006. Any summer of
2016 related claims and claims that are not paid by
June 30, 2019 will be transferred to the Attorney
General’'s Unclaimed Property Fund. Claims from
2002 through 2006 will be closed out at June 30,
2019 at which time no additional claims will be
processed or transferred. $20.1 million has been
accrued as an expense and payable in the
government-wide financial statements for remaining
refunds to be paid.

Other Loss Contingencies

The U.S. Office of Inspector General (USOIG) has
issued multiple audit reports on Indiana’s Medicaid
Assistance Program. The State has worked with
the Centers for Medicare and Medicaid Services
(CMS) to resolve the findings. As of June 30, 2017
there was $39.3 million in findings in which FSSA
believes to be probable for having to be repaid and
therefore, has been accrued as an expense and
payable in the government-wide financial
statements. FSSA management is continuing to
work with CMS on a settlement of these findings.

Construction Commitments

As of June 30, 2017, the Indiana Department of
Transportation had outstanding construction
commitments totaling $1.2 billion for road and
bridge projects. It is anticipated that these projects
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will be financed with approximately 28% State
funds, 5% local funds, 54% traditional Federal
funds, 3% from the Major Moves Construction Fund
and 10% Major Moves 20/20 Construction
Funds. These amounts do not include the
LSIORBP project described below.

The State of Indiana and the Commonwealth of
Kentucky have entered into a legal agreement
known as the “Bi-State Development Agreement”
which governs “The Louisville- Southern Indiana
Onhio River Bridges Project (LSIORBP).” The project
consists of the construction of the East End Bridge
and highway connections that will complete an
outer loop around the greater Louisville area; a
Downtown Crossing including a new 1-65 bridge for
northbound traffic; a revamped John F. Kennedy
Memorial Bridge for southbound traffic, and
rebuilding of the downtown interchanges on both
sides of the Ohio River. Kentucky is responsible for
the financing, reconstruction and operational
improvements of the Downtown Crossing Bridges;
and, Indiana is responsible for financing and
constructing the East End Crossing.

The Ohio River Bridge Project structures will be
ultimately owned 50% by Indiana and 50% by
Kentucky and is expected to cost $2.6
billion. Kentucky’s portion of the total project cost is
estimated to be $1.3 billion and Indiana’s portion is
estimated to be $1.3 billion.

The State of Indiana has spent approximately $495
million to date. This total includes $296.3 million
paid to the Indiana Finance Authority for
Admin/Financial/Legal Fees, Milestone Payments,
Annual Relief Event Reserve Account payments,
and Annual Availability Payments. Indiana entered
into a 35-year Public-Private Partnership with a
Developer to design, build, finance, operate, and
maintain the East End Crossing. Indiana’s Annual
Availability Payment to the Developer covers the
financing costs of the East End Crossing as well as
ongoing operation, maintenance, and preservation
of the facility. The Commonwealth of Kentucky has
spent approximately $1.2 billion to date.

The new I-65 bridge (Lincoln Bridge) opened to foot
traffic on December 5, 2015 and vehicular traffic on
December 6, 2015. Tolling for the bridges
commenced on December 30, 2016.

The Indiana Department of Administration, Public
Works Division, had remaining construction
commitments totaling $18.2 million for building and
improvement projects of the State’s agencies as of
June 30, 2017. These projects are to be funded
through State appropriations, the State Highway
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Department Fund, capital projects funds, and
federal funds.

The State had $54.0 million in total commitments
for software in development as of June 30, 2017.
These commitments are to be funded through the
General Fund, federal funds and state dedicated
funds.

Encumbrances
Significant encumbrances by major funds and non-

major funds in the aggregate as of June 30, 2017
were as follows:

Governmental Funds Encumbrances
General Fund $ 1,204,016
Public Welfare - Medicaid Assistance 6,778
Non-Major Governmental Funds 2,791,178

Total $ 4,001,972

C. Other Revenue

Other revenue represents revenue received which
cannot accurately be included with any of the other
revenue sources. In most cases, the amount of
“other revenue" received by a fund is insignificant in
comparison with total revenues received.

D. Economic Stabilization Fund

In 1982 the Indiana General Assembly adopted
Indiana Code 4-10-18, which established the
Counter-Cyclical Revenue and Economic
Stabilization Fund ("Rainy Day Fund").

This fund was established to assist in stabilizing
revenue during periods of economic recession and
is accounted for within the State general fund.

Each year, the State Budget Director determines
calendar year Adjusted Personal Income (API) for
the State and its growth rate over the previous year,
using a formula determined by the legislature. In
general per IC 4-10-18-5, monies are transferred in
from the State General Fund, also known as the
state surplus, into the Rainy Day Fund if the growth
rate in APl exceeds 2%; monies are transferred out
from the Rainy Day Fund if API declines by more
than 2%. Because the API increased by more than
2%, $77.5 million was transferred from the General
Fund to the Rainy Day Fund at the start of fiscal
year 2018.

Per IC 4-10-18-8, if the balance in the fund at the
end of the fiscal year exceeds 7% of total General
Fund revenues for the same period, the excess is

transferred from the Rainy Day Fund to the State
General Fund. The Rainy Day Fund did not exceed
7% of the total General Fund revenues for fiscal
year 2017, so there was no transfer from the Rainy
Day Fund to the state surplus.

During fiscal year 2018, $125.5 million was
transferred from the Rainy Day Fund to the General
Fund per IC 4-10-18-9 because General Fund
revenues for fiscal year 2017 were less than the
level estimated in the budget report from April 2015
and the shortfall was not attributable to legislative
changes.

Loans can be made from the Rainy Day Fund to
local units of government for specific purposes.
The Rainy Day Fund cash and investment balance
at the end of fiscal year 2017 was $549.4 million.
Total outstanding loans were $1.5 million, resulting
in total assets of $550.9 million.

E. Employee Retirement Systems and Plans

The State of Indiana sponsors ten public employee
retirement systems (PERS) that are included in the
State's financial statements. They are reported and
administered as described in Note | (A).

Summary of Significant Accounting  Policies

(Pensions)

For purposes of measuring the net pension liability,
deferred outflows of resources and deferred inflows
of resources related to pensions, and pension
expense, information about the fiduciary net
position and additions to or deductions from
fiduciary net position have been determined on the
same basis as they are reported for all of the plans
by their respective trustees. The Indiana Public
Retirement System is the trustee for all of the plans
except for the State Police Retirement Fund and
the State Police Supplemental Trust Fund which is
administered by the Treasurer of the State of
Indiana as Trustee under a Pension Trust
Agreement with the Indiana Department of State
Police. Benefit payments (including refunds of
employee contributions) are recognized when due
and payable in accordance with the benefit terms.
Investments are reported at fair value.

The State sponsors the following defined benefit
single-employer plans:

State Police Retirement Fund (Presented as a
pension trust fund)

Plan description. The State Police Retirement Fund
(SPRF) is a defined benefit, single-employer PERS,



and is administered by the Treasurer of the State of
Indiana as Trustee under a Pension Trust
Agreement with the Indiana Department of State
Police. Indiana Code 10-12-2-2 grants authority to
the Department to establish and operate an
actuarially sound pension plan governed by a
pension trust. It also authorizes the Department to
make annual contributions as necessary to prevent
any deterioration in the actuarial status of the trust.
The State Police Retirement Fund issues a publicly
available financial report that can be obtained by
writing the State Police Retirement Fund, c/o
Treasurer of State, 200 W. Washington Street,
Room 242 State House, Indianapolis, IN 46204.

The SPRF includes the Pre-1987 Benefit System
and the 1987 Benefit System. The term “Pre-1987
Benefit System” shall refer to the plan and the
benefits provided to employee beneficiaries who
are first employed as employees by the Department
before July 1, 1987, and who did not elect to be
covered by the 1987 Benefit System in accordance
with the provisions of Section 31 of the Trust
Agreement.  Any benefits provided to former
employees who qualified for such benefits under
the terms of the Trust Agreement as in effect prior
to July 1, 1987, shall also be deemed part of the
Pre-1987 Benefit System. The term “1987 Benefit
System” shall refer to the plan and the benefits
provided to employee beneficiaries who are first
employed as employees by the Department on or
after July 1, 1987, and to those employee
beneficiaries who were first employed before July 1,
1987, provided they elected to be covered by the
1987 Benefit System in accordance with the
provisions of Section 31 of the Trust Agreement.

Retirement benefits provided.

Pre-1987 Plan The Pre-1987 Plan provides that the
basic monthly pension amount may not exceed by
more than $20 an amount equal to one-half of the
member’'s average monthly wages (not including
overtime) received during the highest paid
consecutive 12 months prior to retirement.
However, this amount may not exceed the monthly
salary of a sixth year trooper.

In addition to the basic retirement benefit described
above, a plan member with over 20 years of service
will receive the following incremental increases:

2% of the basic amount for each of the next 2 years over 20 years;
3% of the basic amount for each of the next 2 years over 22 years;
4% of the basic amount for each of the next 2 years over 24 years;
5% of the basic amount for each of the next 2 years over 26 years;
6% of the basic amount for each of the next 2 years over 28 years;
7% of the basic amount for each of the next 2 years over 30 years;
8% of the basic amount for each of the next 2 years over 32 years.
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However, the total of these additional amounts may
not exceed 70% of the basic pension amount,
according to IC 10-12-3-7 (c).

1987 Plan The 1987 Plan provides that the basic
monthly pension amount may not exceed one-half
of the member’s average monthly salary received
during the member’'s highest-paid three vyears
before retirement. Members retiring from July 1,
1987, through June 30, 1988, may not receive a
basic monthly benefit greater than 50% of the
maximum salary of a first sergeant. Members
retiring from July 1, 1988, through June 30, 1989,
may not receive a basic monthly benefit greater
than 50% of the maximum salary of a captain.

In addition to the basic retirement benefit described
above, a Plan member with over 25 years of service
will receive the following incremental increases:

5% of basic amount for each of the next 3 years over 25 years;
6% of basic amount for each of the next 2 years over 28 years;
7% of basic amount for each of the next 2 years over 30 years;
8% of basic amount for each of the next 2 years over 32 years.

However, the total of these additional amounts may
not exceed 70% of the basic pension amount,
according to IC 10-12-4-7(e).

Disability and survivor benefits provided. The
regular disability benefit for a disabled member may
not exceed the maximum basic pension amount. If
the member’s disability was incurred in the line of
duty, the member is entitled to an additional $40 per
month for each dependent parent and dependent
child under age 18.

If a member is permanently and totally disabled by
a catastrophic personal injury that: (1) is sustained
in the line of duty after January 1, 2001; and (2)
permanently prevents the member from performing
any gainful work; the member is entitled to a
disability benefit equal to the member’s salary at the
commencement of the disability in lieu of the
regular disability benefit. The member is also
entitled to increases in the disability benefit equal to
the salary increases that the member would have
received had the member remained in active
service.

A member who meets the conditions listed in IC 5-
10-13 has a presumption that a total or partial
disability or death resulting from a health condition
caused by AIDS, anthrax, hepatitis, HIV,
meningococcal meningitis, smallpox, or tuberculosis
is a disability or death incurred in the line of duty. In
addition, a member who meets the conditions listed
in IC 5-10-15 has a presumption that a total or
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partial disability resulting from an exposure-related
cancer, or heart or lung disease is a disability
incurred in the line of duty. These presumptions
may be rebutted by competent evidence. A meeting
or hearing held to rebut a presumption may be held
as an executive session under IC 5-14-1.5-
6.1(b)(1). A presumption affects only the
determination as to whether a disability or death
was incurred in the line of duty and does not
change the requirements for determining eligibility
for disability benefits.

A member’s survivor is entitled to a supplemental
death benefit of not more than $14,500 for
employee beneficiaries who die before July 1, 2013.
For employee beneficiaries who die after June 30,
2013, the amount of supplemental death benefits
may not exceed $20,000. The maximum monthly
pension payable to surviving spouses or a
dependent mother and father of a member Kkilled in
the line of duty may not exceed the current basic
monthly pension amount paid to retirees or, upon a
retiree’s death, one-half of the deceased officer's
monthly benefit.

A dependent child entitled to survivor benefits may
receive a maximum of 30% of the basic monthly
pension currently being paid to retirees. Total
benefits paid to all of a members surviving
dependent children may not exceed the basic
monthly pension currently being paid to retirees.

Employees covered by benefit terms. As of June
30, 2017, the following employees were covered by
the benefit terms of the SPRF:

Pre-1987 1987
Plan Plan

Inactive employees or beneficiaries
currently receiving benefits 824 765
Inactive employees entitled to but not
yet receiving benefits 7 160
Active employees 34 1,183
Total 865 2,108

Contributions.  Members of the Pre-1987 Plan
contribute 5% of the member’s wages (not including
overtime and limited to sixth-year trooper pay).
Members of the 1987 Plan contribute 6% of the
member's wages (not including overtime). A
member who receives a disability pension does not
make contributions to the member’s fund.

Periodic employer contributions to the pension plan
are determined on an actuarial basis using the entry
age normal cost actuarial method. Normal cost is
funded on a current basis. The unfunded actuarial
accrued liability is being funded over a thirty-year

closed period which commenced July 1, 2010.
Periodic contributions for both normal cost and the
amortization of the unfunded actuarial accrued
liability are based on the level dollar of payroll
method. The funding policy for normal cost and
unfunded actuarial accrued liability should provide
sufficient resources to pay employee pension
benefits on a timely basis. For the year ended June
30, 2017, the State’s contribution rate was 23.5
percent of covered payroll.

Deferred Retirement Option Program The Deferred
Retirement Option (DROP) for the State Police
Retirement Fund was established in 2001 pursuant
to the Pension Trust Agreement and is governed by
the Department of the State Police and the
Treasurer of the State of Indiana (Trustee).
Members of the Pre-1987 and 1987 plans that are
eligible to retire may elect to accumulate a DROP
benefit while continuing to work. At the time of their
election, the member executes an irrevocable
election to retire on a DROP retirement date and
remain in active service, but the member does not
contribute to the fund during the DROP period. For
the Pre-87 Plan, when an employee has completed
20 years of service or more, he/she may irrevocably
elect to enter the DROP for a period ending the
earlier of (1) 60 consecutive months, (2) completion
of 34 years of service, or (3) attainment of age 65.
An employee on disability cannot enter the DROP.
From the date the employee enters the DROP,
he/she will not be credited with any additional years
of service. The employees DROP accrual will be
equal to the basic monthly retirement benefit. At the
end of the DROP period, the employee must
separate from employment and retire. Upon
separation, the employee will receive their
accumulated DROP benefit in the form of a lump
sum payment, a rollover to another retirement
program, or a combination of both. For the 1987
Plan, all DROP requirements are the same as the
Pre-87 plan, except that the employee must have
completed 25 years of service or more. The DROP
and future retirement monthly benefit is calculated
as of the member's DROP entry date. At the time
retirement, the member must choose among the
available options for distribution of the accumulated
benefit under the DROP. As of June 30, 2017, the
amount held by the plan pursuant to the DROP is
$867.3 thousand.

Net Pension Liability

The SPRF’s net pension liability was measured as
of June 30, 2016, and the total pension liability used
to calculate the net pension liability was determined
by an actuarial valuation as of that date. The
components of the net pension liability of the SPRF



at June 30, 2016 were as follows:

Total pension liability $ 588,603
Plan fiduciary net position (426,851)
SPRF's net pension liability $ 161,752
Plan fiduciary net position as a

percentage of the total pension liability 72.5%

Actuarial assumptions. The total pension liability in
the June 30, 2016 actuarial valuation was
determined using the following actuarial
assumptions, applied to all periods included in the
measurement:

Pre-1987

Plan 1987 Plan
Interest rate/investment return 6.75% 6.75%
Interest on member balances 3.00% 3.00%

Future salary increases, which 9% age 26 & younger;
includes inflation and cost of living reduced 0.5% through age
increases 3.50% 35; 4% age 36 and older

Mortality rates for healthy members were based on
the RP-2014 Blue Collar Mortality Tables adjusted
from 2006 with MP-2016 Mortality Improvement
Scale. Mortality rates for disabled members were
based on the RP-2014 Disabled Mortality Tables
adjusted from 2006 with MP-2016 Mortality
Improvement Scale.

The most recent comprehensive experience study
was completed in February 2011 and was based on
member experience between June 30, 2005 and
June 30, 2010.

The SPRF is a pre-funded plan and utilizes a long-
term expected rate of return on pension plan
investments of 6.75 percent, which was determined
using a building-block method in which best
estimates of expected future rates of return
(expected returns, net of pension plan investment
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expense) were developed for each major asset
class. These estimated returns were combined to
produce the long-term expected rate of return by
weighting the expected future rates of return by the
target asset allocation percentage. Development of
the long-term investment return is shown below:

Long-Term
Target Expected Real
Allocation  Rate of Return
Asset Class (%) (%)
Broad domestic equity 29.0 7.4
Global ex U.S. equity 13.0 7.6
Short duration fixed income 4.0 2.6
Domestic fixed income 17.0 3.0
High yield fixed income 5.0 5.0
Hedge funds - alternatives 30.0 53
Cash and equivalents 2.0 2.3
Total 100.0

Discount rate. The discount rate used to measure
the total pension liability was 6.75%. The projection
of cash flows used to determine the discount rate
assumed that plan member contributions will be
made at the current contribution rate and that State
contributions will be made at rates equal to the
difference between the actuarially determined
contribution rates and the member rate. Based on
those assumptions, the pension plan's fiduciary net
position was projected to be available to make all
projected future benefit payments of current plan
members. Therefore, the long-term expected rate of
return on pension plan investments was applied to
determine the total pension liability.
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Changes in the Net Pension Liability

Increase (Decrease)
Total Pension Plan Fiduciary Net Pension
Liability (a) Net Position (b)  Liability (a) - (b)
Balances at 6/30/15 $ 570,380 $ 449,172  $ 121,208
Changes for the year:
Service cost 14,537 - 14,537
Interest 37,930 - 37,930
Differences between expected and
actual experience (562) - (562)
Changes of assumptions or other
inputs (5) - (5)
Contributions - employer - 18,073 (18,073)
Contributions - employee - 4,043 (4,043)
Net investment income - (10,454) 10,454
Benefit payments, including refunds
of employee contributions (33,677) (33,677) -
Administrative expense - (307) 307
Other changes - 1 (1)
Net changes 18,223 (22,321) 40,544
Balances at 6/30/16 $ 588,603 $ 426,851 $ 161,752

Sensitivity of the net pension liability to changes in the discount rate. The following presents the net pension
liability of the SPRF, calculated using the discount rate of 6.75%, as well as what the SPRF’s net pension
liability would be if it were calculated using a discount rate that is 1-percentage-point lower (5.75%) or 1-
percentage-point higher (7.75%) than the current rate:

1% Decrease (5.75%)  Current Rate (6.75%) 1% Increase (7.75%)
Net pension liability 235,571 161,752 100,223

Pension plan fiduciary net position. Detailed
information about the pension plan’s fiduciary net
position is available in the separately issued stand-
alone financial report of the State Police Retirement

Pension Expense and Deferred Outflows of
Resources and Deferred Inflows of Resources
Related to Pensions

Fund. This report may be obtained by writing the
State Police Retirement Fund, c/o Treasurer of
State, 200 W. Washington Street, Room 242 State
House, Indianapolis, IN 46204.

For the year ended June 30, 2017, the State
recognized pension expense of $32.6 million for the
SPRF. At June 30, 2017, the State reported
deferred outflows of resources and deferred inflows
of resources related to pensions from the following
sources:



Deferred
Outflows of Deferred Inflows
Resources of Resources

Differences between expected and actual

experience $ 3569 $ 469

Changes of assumptions or other inputs 6,550 4

Net difference between projected and

actual earnings on pension plan

investments 45,089

Employer's contributions to the pension

plan subsequent to the measurement date

of the net pension liability 20,556 -
Total $ 75,764 §$ 473

Deferred outflows of resources in the amount of
$20.6 million related to pensions resulting from
employer  contributions subsequent to the
measurement date will be recognized as a
reduction of the net pension liability in the fiscal
year ended June 30, 2018. Other amounts
reported as deferred outflows of resources and
deferred inflows of resources related to pensions
will be recognized in pension expense as follows:

Deferred Outflows of
Resources/(Deferred
Fiscal year ended June 30: Inflows of Resources)
2018 13,775
2019 13,775
2020 16,922
2021 10,295
2022 (29)
Thereafter )

State Police Supplemental Trust Fund (Presented
as a pension trust fund)

Plan description. The State Police Supplemental
Trust (SPST) is a defined benefit, single-employer
pension plan and is administered by the Treasurer
of the State of Indiana as Trustee under a Pension
Trust Agreement with the Indiana Department of
State Police. Indiana Code 10-12-2-2 and 10-12-2-
5 grant authority to the Department of the State
Police to establish and operate a fund for death and
disability benefits. The SPST is funded using
annual appropriations on a pay-as-you-go basis.
There are no assets accumulated in a trust for
these benefits. The amount paid for pensions as
the benefits came due during fiscal year 2017 was
$4.1 million.

The SPST includes the Pre-1987 Benefit System
and the 1987 Benefit System. The term “Pre-1987
Benefit System” shall refer to the plan and benefits
provided employee beneficiaries who are first
employed as employees by the Department before
July 1, 1987, and who did not elect to be covered
by the 1987 Benefit System in accordance with
provision of Section 31 of the State Police
Retirement Fund (SPRF). Any benefits provided to
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former employees who qualified for such benefits
under the terms of the Trust Agreement as in effect
prior to July 1, 1987, shall also be deemed part of
the Pre-1987 Benefit System. The term “1987
Benefit System” shall refer to the plan and the
benefits provided to employee beneficiaries who
are first employed as employees by the Department
on or after July 1, 1987 and to those employee
beneficiaries who were first employed before July 1,
1987, provided they elect to be covered by the 1987
Benefit System in accordance with the provision of
Section 31 of the SPRF Trust Agreement.

In relation to the SPRF, the membership of the
SPST is generally made up of active members and
disabled members of the SPRF with the following
exceptions:

e The SPST does not include active SPRF
members who elected a DROP

e The SPST does not include inactive SPRF
members who are currently receiving SPRF
retirement benefits.

Retirement benefits provided.

Line of Duty Death Benefits. For the Pre-1987 plan,
the benefit value is 50 percent of current salary (but
in no event greater than the sixth year trooper rate),
plus $20. Benefits are assumed to increase with
the sixth year trooper rate. Dependent children are
paid 30 percent of the beneficiary’s benefit until
they reach age 18 or 23 if enrolled in school full
time. For the 1987 plan, the benefit value is 50
percent of the average of the highest 36
consecutive months of salary. Dependent children
are paid 30 percent of the beneficiary’s benefit until
they reach age 18 or 23 if enrolled in school full
time.

Line of Duty Disability Benefits. For the Pre-1987
Plan, the benefit value is 50 percent of current
salary (but in no event greater than the sixth year
trooper pay), plus $20. Benefits are assumed to
increase with the sixth year trooper rate and are
payable until the participant has earned 34 years of
service. The plan also pays medical expenses.
Benefits are increased by $40 for each dependent
child under 18. For the 1987 Plan, the benefit value
is 50 percent of the average of the highest 36
consecutive months of salary. Benefits are
assumed to increase with assumed salary
increases and are payable for a minimum of two
years and until the participant has earned 25 years
of service. The plan also pays medical expenses.
Benefits are increased by $40 for each dependent
child under 18.
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Non-Line of Duty Disability Benefits. For the Pre-
1987 Plan, the benefit value is 50 percent of current
salary (but in no event greater than the sixth year
trooper pay), plus $20. Benefits are assumed to
increase with the sixth year trooper rate and are
payable until the participant has earned 34 years of
service, but not for a period longer than the accrued
service at date of disability. For the 1987 Plan, the
benefit value is 50 percent of the average of the
highest 36 consecutive months of salary. Benefits
are assumed to increase with assumed salary
increases and are payable for a minimum of two
years and until the participant has earned 25 years
of service.

Catastrophic Injury Disability Benefits. For the Pre-
1987 Plan, the benefit value is 100 percent of
current salary. Benefits are assumed to increase
with salary increases and are payable until the
participant has earned 34 years of service. The
plan also pays medical expenses. Benefits are
increased by $40 for each dependent child until
they reach the age of 18 or 23 if enrolled in school
full time. For the 1987 Plan, the benefit value is
100 percent of current salary. Benefits are
assumed to increase with salary increases and are
payable until the participant has earned 25 years of
service. The Plan also pays medical expenses.
Benefits are increased by $40 for each dependent
child until they reach the age of 18 or 23 if enrolled
in school full time.

Employees covered by benefit terms. As of June
30, 2017, the following employees were covered by
the benefit terms of the SPST:

Pre-1987 1987
Plan Plan
Inactive employees or beneficiaries
currently receiving benefits 17 43
Active employees 33 1,168
Total 50 1,211

Total Pension Liability

The SPST Plan’s total pension liability was
measured as of June 30, 2016.

Actuarial assumptions. The total pension liability in
the June 30, 2016 actuarial valuation was

determined using the following actuarial
assumptions, applied to all periods included in the
measurement;

Pre-1987

Plan 1987 Plan
Interest rate/investment return 2.71% 2.71%
Interest on member balances 3.00% 3.00%

Future salary increases, which
includes inflation and cost of living reduced 0.5% through age
increases 3.50% 35; 4% age 36 and older
Inflation 2.25% 2.25%

9% age 26 & younger;

Mortality rates were based on the RP-2014 Blue
Collar mortality table adjusted to 2006 with MP-
2015 Mortality.

The most recent comprehensive experience study
was completed in 2011 and was based on member
experience between June 30, 2005 and June 30,
2010. The demographic assumptions were updated
as needed for the June 30, 2011 actuarial valuation
based on the results of the study.

Discount rate. Total pension liability was calculated
using the discount rate of 2.71 percent. This rate
was chosen in accordance with GASB #73, which
requires that the discount rate should be a yield or
index rate for 20-year, tax-exempt general
obligation municipal bonds with an average rating of
AAJ/Aa or higher (or equivalent quality on another
rating scale). The 2.71% is the June 30, 2016
value of the S&P Municipal Bond 20 Year High
Grade Rate Index.

Changes in the Total Pension Liability

Increase (Decrease)
Total Pension
Liability (a)
Balances at 6/30/15 $ 13,152
Changes for the year:
Service cost 3,776
Interest 1,143
Differences between expected and
actual experience (476)
Changes of assumptions or other
inputs 4,125
Benefit payments, including refunds
of employee contributions (4,677)
Net changes 3,891
Balances at 6/30/16 $ 17,043

Sensitivity of the total pension liability to changes in the discount rate. The following presents the total pension
liability of the SPST, calculated using the discount rate of 2.71%, as well as what the SPST’s total pension
liability would be if it were calculated using a discount rate that is 1-percentage-point lower (1.71%) or 1-

percentage-point higher (3.71%) than the current rate:
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1% Decrease (1.71%)

Current Rate (2.71%)

1% Increase (3.71%)

Total pension liability 18,713

17,043 15,705

Change in assumptions. For the July 1, 2016
actuarial valuation, the inflation assumption was
reduced from 3.5% to 2.25%. Due to the adoption
of GASB #73, the basis for the determination of the
discount rate changed, resulting in a decrease in
the discount rate from 6.75% to 2.71%

Pension Expense and Deferred Outflows of
Resources and Deferred Inflows of Resources
Related to Pensions

For the year ended June 30, 2017, the State
recognized pension expense of $5.2 million for the
SPST. At June 30, 2017, the State reported
deferred outflows of resources and deferred inflows
of resources related to pensions from the following
sources:

Deferred
Outflows of Deferred Inflows
Resources of Resources

Differences between expected and actual

experience $ - $ 436
Changes of assumptions or other inputs 3,777 -
Total $ 3,777 § 436

Amounts reported as deferred outflows of resources
and deferred inflows of resources related to
pensions will be recognized in pension expense as
follows:

Deferred Outflows of
Resources/(Deferred
Fiscal year ended June 30: _ Inflows of Resources)
2018 308
2019 308
2020 308
2021 308
2022 308
Thereafter 1,801

State Excise Police, Gaming Agent, Gaming
Control Officer _and Conservation Enforcement
Officers' Retirement Plan (Presented as part of
INPRS — a fiduciary in nature component unit)

Plan description. The State Excise Police, Gaming
Agent, Gaming Control Officer, and Conservation
Enforcement Officers’ Retirement Plan (EG&C
Plan) is a single-employer (the State of Indiana)
defined benefit plan established to provide
retirement, disability, and survivor benefits to
certain employees of the (1) Indiana Department of
Natural Resources, (2) Indiana Alcohol and

Tobacco Commission and (3) any Indiana State
excise police officer, Indiana State conservation
enforcement officer, gaming agent or any gaming
control officer who is engaged exclusively in the
performance of law enforcement duties. The EG&C
Plan was established in 1972 and is governed by
the INPRS Board of Trustees in accordance with IC
5-10-5.5.

Retirement benefits provided. Generally, pension
benefits vest after 15 years of creditable service.
Officers becoming participants after age 50 are
vested after completion of 10 years of service. A
participant is entitled to an annual pension benefit,
paid in equal monthly installments beginning on the
participant’s normal retirement date, equal to 25
percent of the participant's average annual salary.
A participant who completes more than 10 years of
creditable service is entitled to receive an additional
amount equal to 1.67 percent of the participant’s
average annual salary for each completed year of
creditable service over 10 years. However, a
participant’s annual pension benefit may not exceed
75 percent of the participant's average annual
salary.

Each participant is required to retire on or before
the first day of the month following the participant’s
65" birthday. However, a participant who is hired
after age 50 must retire upon the earlier of: (1) the
first day of the month following the participant's 65"
birthday; or (2) the first day of the month following
the date the participant completes 15 years of
creditable service. A participant, who is at least 55
years of age and the sum of the participant’s years
of creditable service and age in years, equals at
least 85, may retire and become eligible for full
retirement benefits. In addition, a participant may
elect full retirement benefits at age 50 with 25 years
of service. A reduced benefit is provided for early
retirements that are elected upon attainment of age
45 with at least 15 years of creditable service. The
monthly benefit is reduced by 0.25 percent for each
full month by which the participant’s early retirement
date precedes the participant’s 60" birthday.

Any participant who terminates service before
accumulating 15 years of creditable service may
become a member of the Public Employees’
Retirement Fund (PERF). Upon payment of
contributions and interest required by the INPRS
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Board of Trustees, the withdrawing participant shall
be entitled to transfer creditable service to PERF.

The monthly pension benefits for members in pay
status may be increased periodically as COLA.
Such increases are not guaranteed by statute and
have historically been provided on an “ad hoc”
basis and can only be granted by the Indiana
General Assembly. There was no COLA for the
year ended June 30, 2017; however, eligible
members did receive a one-time check (a.k.a. 13"
check) in September 2016. The amount of the one-
time check ranged from $125 to $400, depending
upon a member’s years of service, and was for a
member who retired or was disabled on or before
December 1, 2015, and who was entitled to receive
a monthly benefit on July 1, 2016.

Disability and survivor benefits provided. A
participant who becomes permanently or
temporarily disabled from performing all suitable
and available work “on the force” for which the
participant is or may be capable of becoming
qualified, considering reasonable accommodation
to the extent required by the Americans and
Disability Act, is entitled to receive a disability
benefit. The amount of the disability benefit paid to
a participant depends on whether the disability
arose in the line of duty, the degree of impairment
as determined by INPRS Board of Trustees’
medical authority, and the participant’s monthly sal-
ary. A participant is entitled to receive creditable
service for the time the participant receives
disability benefits under a State disability plan
established under IC 5-10-8-7.

If a participant has more than 15 years of creditable
service at the time of death, survivor benefits are
payable to the surviving spouse, parents, or
dependent children, as nominated by the
participant’s written direction, acknowledged, and
filed with the INPRS Board of Trustees. The
surviving spouse or the parent(s) is entitled to an
annual survivor's allowance for life equal to 50
percent of the amount the participant would have
been entitled to if he/she had retired on the date of
death. If nominated and eligible, surviving
unmarried minor child(ren) are entitled to an annual
survivor's allowance equal to 50 percent of the
amount the participant would have been entitled to
if he/she had retired, divided equally between or
among all nominated and eligible children. This
benefit will continue until the child reaches 18 years
of age or marries, whichever occurs first.

Deferred Retirement Option Plan. The DROP for

the EG&C Plan was established by the Indiana
Legislature in 2008 and is governed by the INPRS
Board of Trustees in accordance with Indiana Code
(IC) 5-10-5.5-22. Members of the EG&C Plan that
are eligible to retire at an unreduced annual
retirement allowance, may elect to accumulate a
DROP benefit while continuing to work. At the time
of their election, the member executes an
irrevocable election to retire on a DROP retirement
date and remains in active service contributing to
the plan until that date. The DROP retirement date
must be not less than twelve months and not more
than thirty-six months after their DROP entry date,
and not after the date they reach any mandatory
retirement age that may apply. The member may
make an election to enter the DROP only once in
their lifetime. The DROP and future retirement
monthly benefit is calculated as of the member’s
DROP entry date. At the time of retirement, the
member must choose among the available options
for distribution of the accumulated benefit under the
DROP. As of June 30, 2017, the amount held by
the plan pursuant to the DROP is $1.8 million.

Employees covered by benefit terms. As of June
30, 2017, the EG&C plan membership consisted of:

Retired members, beneficiaries, and

disabled members receiving benefits 223
Inactive vested members entitled to
but not yet receiving benefits 6

Inactive non-vested members entitled

to a distribution of contributions 120
Active members: vested and non-

vested 440
Total 789

Contributions. The funding policy for the EG&C
Plan is in accordance with statute IC 5-10-5.5-8.5.
The employer contribution rate is actuarially
determined. The required contributions are
determined by the INPRS Board of Trustees based
on actuarial investigation and valuation. During the
year ended June 30, 2017, the State of Indiana was
required to contribute 20.75 percent of covered
payroll.

The member contribution rate is established by
statute IC 5-10-5.5-8 at four percent of a
participant’'s salary to be contributed to the
participant’'s savings account. The employer may
pay all or a part of the contribution for the
participant. Member contributions are used to fund
a portion of the defined benefit payment. Any



participant who terminates employment before
accumulating 15 years of creditable service and
before attaining the age of 45 shall be entitled to a
lump sum refund of all contributions in the
participant’s savings account plus accumulated
interest as determined by the INPRS Board of
Trustees in accordance with IC 5-10-5.5-17.

Financial report. INPRS issues a publicly available
stand-alone financial report that includes financial
statements and required supplementary information
for the plan as a whole. This report may be
obtained by writing the Indiana Public Retirement
System, One North Capitol, Suite 001, Indianapolis,
IN 46204, by calling (888) 526-1687, by emailing
guestions@inprs.in.gov, or by visiting
wWww.in.gov/inprs.

Net Pension Liability

The EG&C Plan’s net pension liability was
measured as of June 30, 2016, and the total
pension liability used to calculate the net pension
liability was determined by an actuarial valuation as
of that date.

Actuarial assumptions. The total pension liability in
the June 30, 2016 actuarial valuation was
determined using the following actuarial
assumptions, applied to all periods included in the
measurement:

Interest rate/investment return 6.75%
Interest on member balances 3.50%
Future salary increases 2.50%
Inflation 2.25%
Cost of living increases 1.00%

Mortality rates for healthy and disabled members
were based on the RP-2014 Blue Collar mortality
table with  Social Security = Administration
generational improvement scale from 2006.

The most recent comprehensive experience study
was completed in 2015 and was based on member
experience between June 30, 2010 and June 30,
2014. The demographic assumptions were updated
as needed for the June 30, 2016 actuarial valuation
based on the results of the study.

The long-term return expectation for this INPRS
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defined benefit retirement plan was determined by
using a building-block approach and assumes a
time horizon, as defined in the INPRS Investment
Policy Statement. A forecasted rate of inflation
serves as the baseline for the return expectation.
Various real return premiums over the baseline
inflation rate have been established for each asset
class. The long-term expected nominal rate of
return has been determined by calculating a
weighted average of the expected real return
premiums for each asset class, adding the
projected inflation rate, and adding the expected
return from rebalancing uncorrelated asset classes.
The target allocation and best estimates of
geometric real rates of return for each major asset
class are summarized in the following table:

Long-Term
Target Expected Real
Allocation  Rate of Return
Asset Class (%) (%)
Public equity 22.0 4.9
Private equity 14.0 5.7
Fixed income - ex inflation - linked 20.0 2.3
Fixed income - inflation - linked 7.0 0.6
Commodities 8.0 2.2
Real estate 7.0 3.7
Absolute return 10.0 3.9
Risk parity 12.0 51
Total 100.0

Discount rate. Total pension liability was calculated
using the discount rate of 6.75 percent. The
projection of cash flows used to determine the
discount rate assumed the contributions from
employers and where applicable from the members,
would at the minimum be made at the actuarially
determined required rates computed in accordance
with the current funding policy adopted by the
INPRS Board, and contributions required by the
State of Indiana would be made as stipulated by
State statute. Projected inflows from investment
earnings were calculated using the long-term
assumed investment rate of return (6.75 percent).
Based on these assumptions, the EG&C defined
benefit pension plan’s fiduciary net position was
projected to be available to make all projected
future benefit payments of current plan members,
Therefore, the long-term expected rate of return on
pension plan investments was applied to all periods
of projected benefits to determine the total pension
liability for each plan.


mailto:questions@inprs.in.gov
http://www.in.gov/inprs

Comprehensive Annual Financial Report - State of Indiana - 121

Changes in the Net Pension Liability

Increase (Decrease)

Total Pension

Plan Fiduciary Net Pension

Liability (a) Net Position (b) Liability (a) - (b)
Balances at 6/30/15 $ 132,796 $ 110,038 % 22,758
Changes for the year:
Service cost 3,011 - 3,011
Interest 8,955 - 8,955
Differences between expected and
actual experience 470 - 470
Contributions - employer - 5,367 (5,367)
Contributions - employee - 1,016 (1,016)
Net investment income - 1,313 (1,313)
Benefit payments, including refunds
of employee contributions (6,267) (6,245) (22)
Administrative expense - (139) 139
Other changes - (21) 21
Net changes 6,169 1,291 4,878
Balances at 6/30/16 $ 138,965 $ 111,329 $ 27,636

Sensitivity of the net pension liability to changes in the discount rate. The following presents the net pension
liability of the EG&C Plan, calculated using the discount rate of 6.75%, as well as what the EG&C Plan’s net
pension liability would be if it were calculated using a discount rate that is 1-percentage-point lower (5.75%) or

1-percentage-point higher (7.75%) than the current rate:

1% Decrease (5.75%)

Current Rate (6.75%) 1% Increase (7.75%)

Net pension liability 46,676 27,636 12,008

Pension plan fiduciary net position. Detailed Deferred
information about the pension plan’s fiduciary net Outflows of ~ Deferred Inflows

. . . ) 3 Resources of Resources
position is available in the separately issued stand- Differences between expected and actual

: H H H experience $ 992 $ 281
alone financial report of the Indiana Public Changes of assumptions or other Inputs pos -
Retirement System. This report may be obtained by Net difference between projected and
ayn . . . actual earnings on pension plan

writing the Indiana Public Retirement System, One vestments e 7,508
North Capitol, Suite 001, Indianapolis, IN 46204, by Employer's contributions to the pension

A . plan subsequent to the measurement date
calling (888) 526-1687, by emailing of the net pension liability 5,691
guestions@inprs.in.gov, or by visiting Total $ 16071 $ 281

www.in.gov/inprs.

Pension Expense and Deferred Outflows of
Resources and Deferred Inflows of Resources
Related to Pensions

For the year ended June 30, 2017, the State
recognized pension expense of $5.9 million for the
EG&C Plan. At June 30, 2017, the State reported
deferred outflows of resources and deferred inflows
of resources related to pensions for the EG&C Plan
from the following sources:

Deferred outflows of resources in the amount of
$5.7 million related to pensions resulting from
employer contributions subsequent to the
measurement date will be recognized as a
reduction of the net pension liability in the fiscal
year ended June 30, 2018. Other amounts
reported as deferred outflows of resources and
deferred inflows of resources related to pensions
will be recognized in pension expense as follows:


mailto:questions@inprs.in.gov
http://www.in.gov/inprs

Deferred Outflows of
Resources/(Deferred
Fiscal year ended June 30: Inflows of Resources)
2018 (2,236)
2019 (2,236)
2020 (3,433)
2021 (1,765)
2022 (444)
Thereafter 15

Prosecuting Attorneys’ Retirement Fund (Presented
as part of INPRS — a fiduciary in nature component

unit)

Plan description. The Prosecuting Attorneys’
Retirement Fund (PARF) is a single-employer (the
State of Indiana) defined benefit plan established to
provide retirement, disability, and survivor benefits
to prosecuting attorneys. PARF was established in
1989 and is governed through the INPRS Board of
Trustees by IC 33-39-7. Coverage is for individuals
who: (1) serve as a prosecuting attorney or a chief
deputy prosecuting attorney; or (2) serve as the
executive director or assistant executive director of
the Indiana Prosecuting Attorneys Council or as a
State-paid deputy prosecuting attorney. These
individuals’ salaries are paid from the General Fund
of the State of Indiana.

Retirement benefits provided. A participant is
entitled to a retirement benefit if the participant: (1)
is at least age 62 and has at least eight years of
service credit; (2) is at least age 55 and whose
years of service as a member of PARF plus years
of age equal at least 85; and (3) is not receiving
salary for services currently performed. A member
whose service ended before July 1, 2006 must
have at least 10 years of service. The retirement
benefit of a participant who is at least age 65 (or are
at least 55 years of age and the participant’'s age in
years plus the participant’s years of service total 85
or more) is calculated by multiplying: (1) the highest
annual salary paid to the participant before the
participant’'s separation from service; by (2) a
percentage based on the participant's years of
service. The percentages range from 24 percent for
eight years of service to 60 percent for 22 or more
years of service. If a participant is at least 62 years
of age with at least eight years of creditable service,
a participant is entitled to receive a reduced annual
retirement benefit that equals the benefit, as
calculated above, reduced by 0.25 percent per
month for each month the participant retires before
age 65.

In addition, a PARF participant is a member of
PERF. A PARF participant’s retirement benefit is

122 - State of Indiana - Comprehensive Annual Financial Report

reduced by the amount of the employer-financed
pension benefit that would be payable to the
participant had the participant retired from PERF on
the date of the participant’'s retirement from the
fund. However, the benefits payable to a participant
from the fund are not reduced by any payments
made to the participant from the participant's PERF
annuity savings account. The employer may elect to
make the contributions on behalf of the member.

Disability and survivor benefits provided. PARF
also provides disability and survivor benefits. A par-
ticipant who has at least five years of creditable
service and becomes disabled while in active
service may retire for the duration of the disability if
the participant has qualified for social security
disability benefits and has furnished proof of the
qualification. The amount of the annual benefit
payable to a participant for disability benefits is
equal to the product of the annual salary that was
paid to the participant at the time of separation from
service multiplied by a percentage based on the
participant’'s years of service. The percentages
range from 40 percent for 5 to 10 years of service to
50 percent for 20 or more years of service. These
benefits are reduced by any benefits payable to the
participant from PERF.

The surviving spouse or designated beneficiary of a
participant is entitled to a benefit if, on the date of
the participant’s death, the participant: (1) was
receiving benefits; (2) has completed at least eight
years of service and was in service as a
prosecuting attorney or chief deputy prosecuting
attorney, executive director or assistant executive
director of the Indiana Prosecuting Attorneys
Council, or as a State-paid deputy prosecuting
attorney; or (3) had met the requirements for a
disability benefit.

Regardless of the participant's age at death, the
surviving spouse’s benefit is equal to the greater of:
(1) $7,000 annually; or (2) 50 percent of the amount
of retirement benefit the participant was drawing at
the time of death, or to which the participant would
have been entitled had the participant retired and
begun receiving retirement benefits on the date of
death. Survivor benefits are not subject to reduction
for early retirement. If there is not a surviving
spouse, there are provisions for dependents to
receive benefits

Employees covered by benefit terms. As of June
30, 2017, the PARF membership consisted of:
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Inactive employees or beneficiaries

currently receiving benefits 138
Inactive employees entitled to but not

yet receiving benefits 87
Inactive employees entitled to

refunds of contributions 138
Active employees 209
Total 572

Contributions. The funding policy for PARF is in
accordance with statute IC 33-39-7-23 that requires
an appropriation, determined by the INPRS Board
of Trustees from the State of Indiana General Fund,
for each biennium to PARF computed on an
actuarially funded basis and the recommendation of
the actuary. For the year ended June 30, 2017, the
State of Indiana appropriated $1.5 million for
employer contributions. The Actuarially Determined
Contribution (ADC) for PARF was $2.2 million.

The member contribution rate is established by
statute IC 33-39-7-12 at six percent of salary for
their first 22 years of service. The employer may
elect to pay the contributions for a member.
Members receive interest earnings at a rate
specified by the INPRS Board of Trustees in
accordance with IC  33-39-7-14. Member
contributions are used to fund a portion of the
defined benefit payment unless the member ends
employment other than by death or disability before
the member completes eight years of creditable
service. The INPRS Board of Trustees shall return
to the fund member an amount equal to the total
sum contributed to the fund plus interest as
determined by the INPRS Board of Trustees in
accordance with IC 33-39-7-13.

Financial report. INPRS issues a publicly available
stand-alone financial report that includes financial
statements and required supplementary information
for the plan as a whole. This report may be
obtained by writing the Indiana Public Retirement
System, One North Capitol, Suite 001, Indianapolis,
IN 46204, by calling (888) 526-1687, by emailing
guestions@inprs.in.gov, or by visiting
www.in.gov/inprs.

Net Pension Liability

The PARF’s net pension liability was measured as
of June 30, 2016, and the total pension liability used
to calculate the net pension liability was determined
by an actuarial valuation as of that date.

Actuarial assumptions. The total pension liability in
the June 30, 2016 actuarial valuation was

determined using the following actuarial
assumptions, applied to all periods included in the
measurement:

Interest rate/investment return 6.75%
Interest on member balances 3.50%
Future salary increases 2.50%
Inflation 2.25%
Cost of living increases 1.00%

Mortality rates for healthy and disabled members
were based on the RP-2014 White Collar mortality
table, with Social Security = Administration
generational improvement scale from 2006.

The most recent comprehensive experience study
was completed in April 2015 and was based on
member experience between June 30, 2010 and
June 30, 2014. The demographic assumptions were
updated as needed for the June 30, 2016 actuarial
valuation based on the results of the study.

The long-term return expectation for this INPRS
defined benefit retirement plan was determined by
using a building-block approach and assumes a
time horizon, as defined in the INPRS Investment
Policy Statement. A forecasted rate of inflation
serves as the baseline for the return expectation.
Various real return premiums over the baseline
inflation rate have been established for each asset
class. The long-term expected nominal rate of
return has been determined by calculating a
weighted average of the expected real return
premiums for each asset class, adding the
projected inflation rate, and adding the expected
return from rebalancing uncorrelated asset classes.
The target allocation and best estimates of
geometric real rates of return for each major asset
class are summarized in the following table:

Long-Term
Target Expected Real
Allocation  Rate of Return
Asset Class (%) (%)
Public equity 22.0 4.9
Private equity 14.0 5.7
Fixed income - ex inflation - linked 20.0 2.3
Fixed income - inflation - linked 7.0 0.6
Commodities 8.0 2.2
Real estate 7.0 3.7
Absolute return 10.0 3.9
Risk parity 12.0 51
Total 100.0

Discount rate. Total pension liability was calculated
using the discount rate of 6.75 percent. The
projection of cash flows used to determine the
discount rate assumed the contributions from
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employers and where applicable from the members,
would at the minimum be made at the actuarially
determined required rates computed in accordance
with the current funding policy adopted by the
INPRS Board, and contributions required by the
State of Indiana would be made as stipulated by
State statute. Projected inflows from investment
earnings were calculated using the long-term
assumed investment rate of return (6.75 percent).

Changes in the Net Pension Liability
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Based on these assumptions, the PARF defined
benefit pension plan’s fiduciary net position was
projected to be available to make all projected
future benefit payments of current plan members,
Therefore, the long-term expected rate of return on
pension plan investments was applied to all periods
of projected benefits to determine the total pension
liability for each plan.

Increase (Decrease)
Total Pension Plan Fiduciary Net Pension
Liability (a) Net Position (b) Liability (a) - (b)
Balances at 6/30/15 $ 77,861 $ 53,424 % 24,437
Changes for the year:
Service cost 1,626 - 1,626
Interest 5,239 - 5,239
Experience (gains)/losses 4,058 - 4,058
Contributions - employer - 1,440 (1,440)
Contributions - employee - 1,279 (1,279)
Net investment income - 589 (589)
Benefit payments, including refunds
of employee contributions (3,747) (3,747) -
Administrative expense - (193) 193
Other changes (3) - (3)
Net changes 7,173 (632) 7,805
Balances at 6/30/16 $ 85,034 $ 52,792 $ 32,242

Sensitivity of the net pension liability to changes in the discount rate. The following presents the net pension
liability of the PARF, calculated using the discount rate of 6.75%, as well as what the PARF’s net pension
liability would be if it were calculated using a discount rate that is 1-percentage-point lower (5.75%) or 1-

percentage-point higher (7.75%) than the current rate:

1% Decrease (5.75%)

Current Rate (6.75%)

1% Increase (7.75%)

Net pension liability 42,865

32,242 23,483

Pension plan fiduciary net position. Detailed
information about the pension plan’s fiduciary net
position is available in the separately issued stand-
alone financial report of the Indiana Public
Retirement System. This report may be obtained
by writing the Indiana Public Retirement System,
One North Capitol, Suite 001, Indianapolis, IN
46204, by calling (888) 526-1687, by emailing
guestions@inprs.in.qgov, or by visiting
www.in.gov/inprs.

Pension Expense and Deferred Outflows of
Resources and Deferred Inflows of Resources
Related to Pensions

For the year ended June 30, 2017, the State
recognized pension expense of $9.8 million for the
PARF. At June 30, 2017, the State reported
deferred outflows of resources and deferred inflows
of resources related to pensions for the PARF from
the following sources:
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Deferred

Outflows of Deferred Inflows
Resources of Resources
Differences between expected and actual
experience $ 2136 $
Changes of assumptions or other inputs 7

Net difference between projected and

actual earnings on pension plan

investments 3,655
Employer's contributions to the pension

plan subsequent to the measurement date

of the net pension liability 1,486

Total $ 7,354 $

Deferred outflows of resources in the amount of
$1.5 million related to pensions resulting from
employer contributions subsequent to the
measurement date will be recognized as a
reduction of the net pension liability in the fiscal
year ended June 30, 2018. Other amounts
reported as deferred outflows of resources and
deferred inflows of resources related to pensions
will be recognized in pension expense as follows:

Deferred Outflows of
Resources/(Deferred
Fiscal year ended June 30: Inflows of Resources)
2018 (2,956)
2019 (902)
2020 (1,413)
2021 (597)
Legislators' Retirement System — Legislators’

Defined Benefit Plan (Presented as part of INPRS —
a fiduciary in nature component unit)

Plan description.  The Legislators’ Retirement
System was established in 1989 by IC 2-3.5 and
accordingly is governed by the INPRS Board of
Trustees. The retirement system is for certain mem-
bers of the General Assembly of the State of
Indiana as specified by the provisions of the statute.

The Legislators’ Retirement System is comprised of
two separate and distinct plans. The Legislators’
Defined Benefit Plan (LE DB) (IC 2-3.5-4), a single-
employer (the State of Indiana) defined benefit plan,
applies to members of the General Assembly who
were serving on April 30, 1989, and who filed an
election under IC 2-3.5-3-1(b). The Legislators’
Defined Contribution Plan (LE DC) (IC 2-3.5-5)
applies to: (1) members of the General Assembly
who were serving on April 30, 1989, and who filed
an election under IC 2-3.5-3-1(b); (2) members of
the General Assembly who are first elected or
appointed after April 30, 1989; and (3) members of
the General Assembly who: (a) served before April
30, 1989; (b) were not serving on April 20, 1989;
and (c) are subsequently reelected or reappointed
to the General Assembly.

Retirement benefits provided. A participant is

entitled to an unreduced monthly retirement benefit
if the participant is: (1) at least age 65 and has at
least 10 years of service as a member of the
General Assembly; (2) at least age 55 and whose
years of service as a member of the General
Assembly plus years of age equal at least 85; or (3)
at least age 60 and has at least 15 years of service
as a member of the General Assembly. To qualify
for a monthly retirement benefit, the member: (1)
must have terminated service as a member of the
General Assembly; (2) has at least 10 years of
service as a member of the General Assembly; and
(3) is not receiving and is not entitled to receive a
salary from the State.

The monthly retirement benefit is equal to the lesser
of: (1) $40 multiplied by the number of years of
service in the General Assembly completed before
November 8, 1989, or (2) the highest consecutive
three-year average annual salary of the participant
under IC 2-3-1-1 at the date the participant’s
service as a member of the General Assembly is
terminated, divided by 12.

A participant who has reached at least age 55, has
terminated service as a member of the General
Assembly, has at least 10 years of service as a
member of the General Assembly, and is not
receiving, nor is entitled to receive, a salary from
the State of Indiana, is eligible for early retirement
with a reduced benefit. The reduction in the benefit
is equal to: (1) 0.1 percent per month between ages
60 and 65; and (2) 5/12 percent per month between
ages 55 and 60.

The monthly pension benefits for members in pay
status are increased periodically as a COLA. COLA
increases for LE DB are equal to the increase for
the PERF Plan in accordance with IC 2-3.5-4-13 on
an “ad hoc” basis and are generally based on the
date of retirement, and other eligibility factors.
There was no COLA for the year ended June 30,
2017.

Disability and survivor benefits provided. The
LEDB Plan also provides disability and survivor
benefits. A member who has at least five years of
creditable service and becomes disabled while in
active service may retire for the duration of the
disability if the member has qualified for social
security disability and has furnished proof of the
qualification. The disability benefit is calculated the
same as that for a normal retirement without
reduction for early retirement. If a participant dies
while receiving retirement benefits, or had
completed at least 10 years of service as a member
of the General Assembly, or was permanently
disabled and receiving disability benefits from the
system, the surviving spouse is entitled to receive
survivor benefits. The benefits are for life and are



equal to 50 percent of the amount of retirement
benefits that the participant was receiving at the
time of death or that the participant would have
been entitled to receive at 55 years of age, or at the
date of death, whichever is later. If there is not a
surviving spouse, there are provisions for
dependents to receive benefits.

Employees covered by benefit terms. As of June
30, 2017, the LEDB Plan membership consisted of:

Retired members, beneficiaries, and

disabled members receiving benefits 72
Inactive vested members entitled to
but not yet receiving benefits 12

Inactive non-vested members entitled

to a distribution of contributions -
Active members: vested and non-

vested 11

Total 95

Contributions. For the LEDB Plan, the funding
policy is in accordance with statute IC 2-3.5-4-9 and
IC 2-3.5-4-10. The amount required to actuarially
fund participants’ retirement benefits, as determined
by the INPRS Board of Trustees on the rec-
ommendation of the actuary, is to be appropriated
from the State of Indiana General Fund for each
biennium. For the year ended June 30, 2017, the
State of Indiana appropriated $0.1 million for
employer contributions. The Actuarially Determined
Contribution (ADC) for LEDB was $0.2 million.

Financial report. INPRS issues a publicly available
stand-alone financial report that includes financial
statements and required supplementary information
for the plan as a whole. This report may be
obtained by writing the Indiana Public Retirement
System, One North Capitol, Suite 001, Indianapolis,
IN 46204, by calling (888) 526-1687, by emailing
guestions@inprs.in.gov, or by visiting
www.in.gov/inprs.

Net Pension Liability

The LEDB Plan’'s net pension liability was
measured as of June 30, 2016, and the total
pension liability used to calculate the net pension
liability was determined by an actuarial valuation as
of that date.

Actuarial assumptions. The total pension liability in
the June 30, 2016 actuarial valuation was
determined using the following actuarial
assumptions, applied to all periods included in the
measurement:
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Interest rate/investment return 6.75%
Interest on member balances N/A

Future salary increases 2.25%
Inflation 2.25%
Cost of living increases 1.00%

Mortality rates for healthy and disabled members
were based on the RP-2014 White Collar mortality
table, with Social Security Administration
generational improvement scale from 2006.

The most recent comprehensive experience study
was completed in April 2015 and was based on
member experience between June 30, 2010 and
June 30, 2014. The demographic assumptions were
updated as needed for the June 30, 2016 actuarial
valuation based on the results of the study.

The long-term return expectation for this INPRS
defined benefit retirement plan was determined by
using a building-block approach and assumes a
time horizon, as defined in the INPRS Investment
Policy Statement. A forecasted rate of inflation
serves as the baseline for the return expectation.
Various real return premiums over the baseline
inflation rate have been established for each asset
class. The long-term expected nominal rate of
return has been determined by calculating a
weighted average of the expected real return
premiums for each asset class, adding the
projected inflation rate, and adding the expected
return from rebalancing uncorrelated asset classes.
The target allocation and best estimates of
geometric real rates of return for each major asset
class are summarized in the following table:

Long-Term
Target Expected Real
Allocation  Rate of Return
Asset Class (%) (%)
Public equity 22.0 4.9
Private equity 14.0 5.7
Fixed income - ex inflation - linked 20.0 2.3
Fixed income - inflation - linked 7.0 0.6
Commodities 8.0 2.2
Real estate 7.0 3.7
Absolute return 10.0 3.9
Risk parity 12.0 51
Total 100.0

Discount rate. Total pension liability was calculated
using the discount rate of 6.75 percent. The
projection of cash flows used to determine the
discount rate assumed the contributions from
employers and where applicable from the members,
would at the minimum be made at the actuarially
determined required rates computed in accordance
with the current funding policy adopted by the
INPRS Board, and contributions required by the
State of Indiana would be made as stipulated by
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State statute. Projected inflows from investment
earnings were calculated using the long-term
assumed investment rate of return (6.75 percent).
Based on these assumptions, the LEDB pension
plan’s fiduciary net position was projected to be
available to make all projected future benefit
payments of current plan members, Therefore, the

Changes in the Net Pension Liability

long-term expected rate of return on pension plan
investments was applied to all periods of projected
benefits to determine the total pension liability for
each plan.

Increase (Decrease)
Total Pension Plan Fiduciary Net Pension
Liability (a) Net Position (b) Liability (a) - (b)
Balances at 6/30/15 $ 4325 % 3,174  $ 1,151
Changes for the year:
Service cost 2 - 2
Interest 280 - 280
Differences between expected and
actual experience (233) - (233)
Contributions - employer - 138 (138)
Net investment income - 27 27)
Benefit payments, including refunds
of employee contributions (359) (359) -
Administrative expense - (61) 61
Net changes (310) (255) (55)
Balances at 6/30/16 $ 4015 $ 2919 $ 1,096

Sensitivity of the net pension liability to changes in the discount rate. The following presents the net pension
liability of the LEDB Plan, calculated using the discount rate of 6.75%, as well as what the LEDB Plan’s net
pension liability would be if it were calculated using a discount rate that is 1-percentage-point lower (5.75%) or

1-percentage-point higher (7.75%) than the current rate:

1% Decrease (5.75%)

Current Rate (6.75%) 1% Increase (7.75%)

Net pension liability 1,398

1,096 832

Pension plan fiduciary net position. Detailed
information about the pension plan’s fiduciary net
position is available in the separately issued stand-
alone financial report of the Indiana Public
Retirement System. This report may be obtained
by writing the Indiana Public Retirement System,
One North Capitol, Suite 001, Indianapolis, IN
46204, by calling (888) 526-1687, by emailing
guestions@inprs.in.qgov, or by visiting
www.in.gov/inprs.

Pension Expense and Deferred Outflows of
Resources and Deferred Inflows of Resources
Related to Pensions

For the year ended June 30, 2017, the LEDB Plan
recognized pension expense of negative $50.7

thousand. At June 30, 2017, the LEDB Plan
reported deferred outflows of resources and
deferred inflows of resources related to pensions
from the following sources:

Deferred
Outflows of
Resources

Deferred Inflows
of Resources

Net difference between projected and

actual earnings on pension plan

investments $ 218 $
Employer's contributions to the pension

plan subsequent to the measurement date

of the net pension liability 135

Total $ 353 §

Deferred outflows of resources in the amount of
$135.0 thousand related to pensions resulting from
employer contributions  subsequent to the
measurement date will be recognized as a
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reduction of the net pension liability in the fiscal
year ended June 30, 2018. Other amounts
reported as deferred outflows of resources and
deferred inflows of resources related to pensions
will be recognized in pension expense as follows:

Deferred Outflows of
Resources/(Deferred
Fiscal year ended June 30: Inflows of Resources)
2018 (48)
2019 (48)
2020 (87)
2021 (35)

Judges' Retirement System (Presented as part of
INPRS — a fiduciary in nature component unit)

Plan description. The Judges’ Retirement System
(JRS) is a single-employer (the State of Indiana)
defined benefit plan established to provide
retirement, disability, and survivor benefits to judges
and magistrates. JRS was established in 1985, and
is governed through the INPRS Board of Trustees
by IC 33-38-6, IC 33-38-7 (judges beginning service
before September 1, 1985) and IC 33-38-8 (judges
beginning service after August 31, 1985). Coverage
is for any person who has served, is serving, or
shall serve, as a regular judge, magistrate or justice
of the (1) Supreme Court of the State of Indiana, (2)
Court of Appeals, (3) Indiana Tax Court, (4) Circuit
Court of a Judicial Circuit, or (5) county courts
including: Superior, Criminal, Probate, Juvenile,
Municipal and County.

Retirement benefits provided. A member vests
after eight years of creditable service. Judges who
retire at or after age 65 with eight years of
creditable service (or are at least 55 years of age
and the participant's age in vyears plus the
participant’s years of service total 85 or more) are
entitted to an annual retirement benefit, payable
monthly for life, in an amount calculated in
accordance with the statute.

The annual retirement benefit for a participant
equals the product of the salary that was paid to the
participant at the time of separation from service,
multiplied by a percentage for years of service as
defined in the statute. The salary for participants in
the Judges’ 1985 Fund is defined in IC 33-38-8-
14(e). The pension benefit for participants of the
Judges’ 1977 Fund is based on the salary being
paid for the office that the participant held at the
time of separation from service [IC 33-38-7-11(d)].
The statute provides for the percentage to be
prorated for partial years of service. If the annual
retirement benefit of a participant who began
service as a judge before July 1, 1977, as
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computed per IC 33-38-7-11, is less than the
benefit the participant would have received under
IC 33-38-6 as in effect on June 30, 1977, the
participant is entitled to receive the greater amount
as the participant’s annual retirement benefit.

A member may retire at age 62 with the requisite
years of service, however the participant’s benefit is
reduced by 0.1 percent for each month the
member's age on the date the participant begins
receiving a retirement benefit precedes the
participant’s 65" birthday.

The monthly pension benefits of the retired judges
that were former participants in the 1977 Fund
receive benefit increases whenever the salary of
the position the retiree held at separation from
service increases. Before fiscal year 2011, benefits
of judges who are members of the 1985 Fund were
tied to the salary of the position at the time the
participant separated from service and did not
increase if the salary of the position increased after
the participant separated from service. Before fiscal
year 2011, the General Assembly provided COLA
increases to participants in the 1985 Fund on an
“ad hoc” basis. Beginning after June 30, 2010, a
participant in the 1985 Fund receives an increase in
the monthly benefit of the same percentage by
which the salary of the office of the participant held
at separation from service increases. The
percentage increase to the monthly benefit takes
effect at the same time the salary increase takes
effect (IC 33-38-8-25). There was a COLA increase
of 3.1 percent effective July 1, 2016, for eligible
participants in the 1977 Fund and 1985 Fund.

Disability and survivor benefits provided. There is
no vesting requirement for permanent disability
benefits. For both the 1977 Fund and the 1985
Fund, a participant is considered permanently
disabled if the INPRS Board of Trustees receives a
written certification by at least two licensed and
practicing physicians appointed by the INPRS
Board of Trustees. A participant receiving disability
benefits must be reexamined at least once a year
by at least two physicians appointed by the INPRS
Board of Trustees.

Surviving spouses or dependent child(ren) are
entitled to benefits if the participant had qualified to
receive a retirement or disability benefit, or had
completed at least eight years of service and was in
service as a judge. The minimum survivor benefit is
$12,000.

Employees covered by benefit terms. The Judges’
Retirement System consists of two classes of
members (the 1977 Fund and the 1985 Fund). The
1977 Fund includes all individuals who began
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service as a judge before September 1, 1985,
unless the individual, within twenty days after
becoming a judge, filed an irrevocable election not
to participate in the 1977 Fund. The 1985 Fund
covers all individuals who: (1) began service as a
judge after August 31, 1985; and (2) are not
participants in the 1977 Fund. Beginning January 1,
2011, full-time magistrates who were serving on
July 1, 2010, may elect to be members of the 1985
Fund. The 1985 Fund is for all new judges, and
beginning January 1, 2011, all new full-time
magistrates (IC 33-38-8-10).

As of June 30, 2017, the Judges’ Retirement
System membership consisted of:

Retired members, beneficiaries, and

disabled members receiving benefits 350
Inactive vested members entitled to
but not yet receiving benefits 67

Inactive non-vested members entitled

to a distribution of contributions 39
Active members: vested and non-

vested 402
Total 858

Contributions. The funding policy for the Judges’
Retirement System is in accordance with statute IC
33-38-6-17 that requires an appropriation by the
Indiana General Assembly, determined by the
INPRS Board of Trustees from the State of Indiana
General Fund, for each biennium to the Judges’
Retirement System computed on an actuarially
funded basis and the recommendation of the
actuary. The statute also provides for remittance of
docket fees and court fees which are considered
employer contributions. For the year ended June
30, 2017, the State of Indiana paid $16.8 million in
employer contributions. The Actuarially Determined
Contribution (ADC) for JRS was $13.3 million.

The member contribution rate is established by
statute IC 33-38-7-10 (1977 System) and IC 33-38-
8-11 (1985 Fund) at six (6) percent of salary. Each
fund member shall contribute during the period of
the fund member's employment, or for 22 years,
whichever is shorter. The employer may pay all or a
part of the contributions for the member. Member
contributions are used to fund a portion of the
defined benefit payment unless the member ends
employment other than by death or disability before
being eligible for a retirement benefit. The INPRS
Board of Trustees shall return to the fund member
an amount equal to the total sum contributed to the
fund plus interest at a rate specified by the INPRS

Board of Trustees in accordance with IC 33-38-7-13
(1977 Fund) and IC 33-38-8-12 (1985 Fund).

Financial report. INPRS issues a publicly available
stand-alone financial report that includes financial
statements and required supplementary information
for the plan as a whole. This report may be
obtained by writing the Indiana Public Retirement
System, One North Capitol, Suite 001, Indianapolis,
IN 46204, by calling (888) 526-1687, by emailing
guestions@inprs.in.gov, or by visiting
Www.in.gov/inprs.

Net Pension Liability

The JRS’ net pension liability was measured as of
June 30, 2016, and the total pension liability used to
calculate the net pension liability was determined by
an actuarial valuation as of that date.

Actuarial assumptions. The total pension liability in
the June 30, 2016 actuarial valuation was
determined using the following  actuarial
assumptions, applied to all periods included in the
measurement:

Interest rate/investment return 6.75%
Interest on member balances 3.50%
Future salary increases 2.50%
Inflation 2.25%
Cost of living increases 2.50%

Mortality rates for healthy and disabled members
were based on the RP-2014 White Collar mortality
table  with  Social  Security  Administration
generational improvement scale from 2006.

The most recent comprehensive experience study
was completed in April 2015 and was based on
member experience between June 30, 2010 and
June 30, 2014. The demographic assumptions were
updated as needed for the June 30, 2015 actuarial
valuation based on the results of the study.

The long-term return expectation for this INPRS
defined benefit retirement plan was determined by
using a building-block approach and assumes a
time horizon, as defined in the INPRS Investment
Policy Statement. A forecasted rate of inflation
serves as the baseline for the return expectation.
Various real return premiums over the baseline
inflation rate have been established for each asset
class. The long-term expected nominal rate of
return has been determined by calculating a
weighted average of the expected real return
premiums for each asset class, adding the
projected inflation rate, and adding the expected
return from rebalancing uncorrelated asset classes.
The target allocation and best estimates of
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geometric real rates of return for each major asset would at the minimum be made at the actuarially
class are summarized in the following table: determined required rates computed in accordance
with the current funding policy adopted by the
Long-Term INPRS Board, and contributions required by the
Target  Expected Real State of Indiana would be made as stipulated by
e Allocation  Rate of Return State statute. Projected inflows from investment
set Class (%) (%) . .
Public equity 220 4.9 earnings were calculated using the long-term
Privat i 14.0 5.7 i
Fiig?ni?)%tg—exinflation—Iinke g 200 >3 assumed investment rate qf return (6.75 percgnt).
Fixed income - inflation - linked 7.0 0.6 Based on these assumptions, the JRS defined
Commodities 8.0 22 benefit pension plan’s fiduciary net position was
Real estate 7.0 3.7 . . .
Absolute return 10.0 39 projected to be available to make all projected
Risk parity 120 51 future benefit payments of current plan members,
Total 100.0
— Therefore, the long-term expected rate of return on
. S pension plan investments was applied to all periods
Discount rate. Total pension liability was calculated of projected benefits to determine the total pension
using the discount rate of 6.75 percent. The liability for each plan.

projection of cash flows used to determine the
discount rate assumed the contributions from
employers and where applicable from the members,

Changes in the Net Pension Liability

Increase (Decrease)
Total Pension Plan Fiduciary Net Pension
Liability (a) Net Position (b) Liability (a) - (b)
Balances at 6/30/15 $ 468,945 $ 437,352 $ 31,593
Changes for the year:
Service cost 13,870 - 13,870
Interest 31,889 - 31,889
Experience (gains)/losses 7,182 - 7,182
Contributions - employer - 16,946 (16,946)
Contributions - employee - 3,239 (3,239)
Net investment income - 5,323 (5,323)
Benefit payments, including refunds
of employee contributions (20,922) (20,922) -
Administrative expense - (148) 148
Other changes 162 - 162
Net changes 32,181 4,438 27,743
Balances at 6/30/16 $ 501,126 $ 441,790 $ 59,336

Sensitivity of the net pension liability to changes in the discount rate. The following presents the net pension
liability of the JRS, calculated using the discount rate of 6.75%, as well as what the JRS’ net pension liability
would be if it were calculated using a discount rate that is 1-percentage-point lower (5.75%) or 1-percentage-
point higher (7.75%) than the current rate:

1% Decrease (5.75%) Current Rate (6.75%) 1% Increase (7.75%)
Net pension liability 117,520 59,336 10,549




Comprehensive Annual Financial Report - State of Indiana - 131

Pension Expense and Deferred Outflows of
Resources and Deferred Inflows of Resources
Related to Pensions

For the year ended June 30, 2017, the JRS
recognized pension expense of $10.1 million. At
June 30, 2017, the JRS reported deferred outflows
of resources and deferred inflows of resources
related to pensions from the following sources:

Deferred

Outflows of Deferred Inflows

Resources of Resources
Differences between expected and actual
experience $ 8,593 $
Changes of assumptions or other inputs -
Net difference between projected and
actual earnings on pension plan
investments 29,592
Employer's contributions to the pension
plan subsequent to the measurement date
of the net pension liability 16,824

13,035

Total $ 55,009 $ 13,035

Deferred outflows of resources in the amount of
$16.8 million related to pensions resulting from
employer contributions subsequent to the
measurement date will be recognized as a
reduction of the net pension liability in the fiscal
year ended June 30, 2018. Other amounts
reported as deferred outflows of resources and
deferred inflows of resources related to pensions
will be recognized in pension expense as follows:

Deferred Outflows of
Resources/(Deferred
Fiscal year ended June 30: Inflows of Resources)
2018 (1,764)
2019 (6,077)
2020 (12,475)
2021 (4,834)

The State sponsors the following cost-sharing
multiple-employer plans:

Public Employees' Retirement Fund (Presented as
part of INPRS — a fiduciary in nature component
unit

Plan description. The Public Employees’
Retirement Fund (PERF) is a cost-sharing, multiple-
employer defined benefit plan based on 35 IAC 21-
1-1, 35 IAC 21-1-2 and amended IC 5-10.2-2-11(b).
PERF was established to provide retirement,
disability, and survivor benefits to full-time
employees of the State of Indiana not covered by
another plan, those political subdivisions that elect
to participate in the retirement plan, and certain
INPRS employees. Political subdivisions mean a
county, city, town, township, political body
corporate, public school corporation, public library,
public utility of a county, city, town, or township, and

any department of, or associated with, a county,
city, town, or township, which department receives
revenue independently of, or in addition to, funds
obtained from taxation. There are two tiers to
PERF. The first is the Public Employees’ Defined
Benefit Plan (PERF Hybrid) and the second is the
My Choice: Retirement Savings Plan for Public
Employees (My Choice), formerly known as the
Public Employees’ Annuity Savings Account Only
Plan. Details of PERF Hybrid and My Choice are
described below.

PERF Hybrid Plan

Plan description. The PERF Hybrid Plan was
established by the Indiana Legislature in 1945 and
is governed by the INPRS Board of Trustees in
accordance with Indiana Code (IC) 5-10.2, IC 5-
10.3, and IC 5-10.5. There are two aspects to
PERF Hybrid defined benefit structure. The first
portion is the monthly defined benefit pension that
is funded by the employer. The second portion of
PERF Hybrid benefit structure is the annuity
savings account (ASA) that supplements the
defined benefit at retirement.

Retirement benefits — Defined Benefit Pension
provided. The PERF Hybrid Plan retirement benefit
consists of the sum of a defined pension benefit
provided by employer contributions plus the amount
credited to the member’s annuity savings account.
Pension benefits (hon ASA) vest after 10 years of
creditable service. The vesting period is eight years
for certain elected officials. Members are
immediately vested in their annuity savings
account. At retirement, a member may choose to
receive a lump sum payment of the amount credited
to the member’'s annuity savings account, receive
the amount as an annuity, or leave the contributions
invested with INPRS. Vested PERF members
leaving a covered position, who wait 30 days after
termination, may withdraw their annuity savings
account and will not forfeit creditable service or a
full retirement benefit. However, if a member is
eligible for a full retirement at the time of the
withdrawal request, he/she will have to begin
drawing his/her pension benefit to withdraw the
annuity savings account. A non-vested member
who terminates employment before retirement may
withdraw his/her annuity savings account after 30
days, but by doing so, forfeits his/her creditable
service. A member who returns to covered service
and works no less than six months in a covered
position may reclaim his/her forfeited creditable
service.



A member who has reached age 65 and has at
least 10 years of creditable service is eligible for
normal retirement and is entitled to 100 percent of
the pension benefit component. This annual
pension benefit is equal to 1.1 percent times the
average annual compensation times the number of
years of creditable service. The average annual
compensation in this calculation uses the highest
20 calendar quarters of salary in a covered position.
All 20 calendar quarters do not need to be
continuous, but they must be in groups of four
consecutive calendar quarters. The same calendar
guarter may not be included in two different groups.
For PERF members who serve as an elected
official, the highest one year (total of four
consecutive quarters) of annual compensation is
used. Member contributions paid by the employer
on behalf of the member and severance pay up to
$2,000 are included as part of the member’s annual
compensation.

A member who has reached age 60 and has at
least 15 years of creditable service is eligible for
normal retirement and, as such, is entitled to 100
percent of the pension benefit. A member who is at
least 55 years old and whose age plus number of
years of creditable service is at least 85 is entitled
to 100 percent of the benefits as described above.

A member who has reached at least age 50 and
has at least 15 years of creditable service is eligible
for early retirement with a reduced pension. A
member retiring early receives a percentage of the
normal annual pension benefit. The percentage of
the pension benefit at retirement remains the same
for the member’s lifetime. For age 59, the early
retirement percentage of the normal annual pension
benefit is 89 percent. This amount is reduced five
percentage points per year (e.g., age 58 is 84
percent) to age 50 being 44 percent.

The monthly pension benefits for members in pay
status may be increased periodically as cost of
living adjustments (COLA). Such increases are not
guaranteed by statute and have historically been
provided on an “ad hoc” basis and can only be
granted by the Indiana General Assembly. There
was no COLA for the year ended June 30, 2017;
however, eligible members received a one-time
check (ak.a. 13" check) in September 2016. The
amount of the one-time check ranged from $150 to
$450, depending upon a member’s years of service,
and was for a member who retired or was disabled
on or before December 1, 2015, and who was
entitled to receive a monthly benefit on July 1,
2016.
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Disability and survivor benefits provided. The
PERF Hybrid Plan also provides disability and
survivor benefits. A member who has at least five
years of creditable service and becomes disabled
while in active service, on FMLA leave, receiving
workers’ compensation benefits, or receiving
employer-provided disability insurance benefits may
retire for the duration of the disability, if the member
has qualified for social security disability benefits
and has furnished proof of the qualification. The
disability benefit is calculated the same as that for a
normal retirement without reduction for early
retirement. The minimum benefit is $180 per month
or the actuarial equivalent.

Upon the death in service of a member with 15 or
more years of creditable service as of January 1,
2007, a survivor benefit may be paid to the
surviving spouse to whom the member had been
married for two or more years, or surviving
dependent children under the age of 18. This
payment is equal to the benefit which would have
been payable to a beneficiary if the member had
retired at age 50 or at death, whichever is later,
under an effective election of the joint and survivor
option available for retirement benefits. A surviving
spouse or surviving dependent children are also
entitled to a survivor benefit upon the death in
service after January 1, 2007, of a member who
was at least 65 years of age and had at least 10 but
not more than 14 years of creditable service.

Retirement benefits — Annuity Savings Account.
Members are required to participate in an Annuity
Savings Account (ASA). The ASA consists of the
member’s contributions, set by statute at three
percent of compensation as defined by IC 5-10.2-3-
2 for PERF, plus the interest/earnings or losses
credited to the member’s account. The employer
may elect to make the contributions on behalf of the
member. In addition, under certain conditions,
members may elect to make additional voluntary
contributions of up to 10 percent of their
compensation into their annuity savings accounts. A
member’s contributions and investment earnings
belong to the member and do not belong to the
State or political subdivision.

Investments in the members’ annuity savings
accounts are self-directed, as participants direct the
investment of their account balances among the
following eight investment options, with varying
degrees of risk and return potential:

e Stable Value Fund -- This fund’'s objective
is to provide a market rate of return
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consistent with the preservation of principal
through a shorter maturity, high quality
portfolio. Effective January 1, 2017, the
Guaranteed Fund was replaced by the
Stable Value Fund (IC 5-10.2-2-3).

Large Cap Equity Index Fund — This fund’s
objective is to seek investment
growth/capital appreciation through passive
investment in the stocks of the 500 largest
U.S. companies. Market risk is assumed by
the member.

Small/Mid Cap Equity Fund — This fund’s
objective is to seek investment
growth/capital appreciation through both
active and passive investment in stocks of
small- and mid-sized U.S. companies.
Market risk is assumed by the member.

International Equity Fund — This fund’s
objective is to seek investment
growth/capital appreciation through both
active and passive investment in stocks of
non-U.S. companies in both developed and
emerging markets. Market risk is assumed
by the member.

Fixed Income Fund — This fund’s objective
is to seek total return, consisting of income
and capital appreciation. Market risk is
assumed by the member.

Inflation-Linked Fixed Income Fund — This
fund’s objective is to provide investors
inflation protection and income consistent
with  investment in inflation-indexed
securities. Principal and interest payments
are adjusted in response to changes in
inflation. Market risk is assumed by the
member.

Target Date Funds — The funds are
designed to seek an appropriate amount of
total return, commensurate with risk, given
the specific time horizon of each fund. The
Target Date Funds provide participants with
a one-stop shop for investing. Participants
simply choose the fund most appropriate
for them based on the year in which they
plan to withdraw their money (usually their
retirement year). Once a participant selects
the appropriate fund, the underlying asset
allocation automatically adjusts over time.
Market risk is assumed by the member.

e Money Market Fund — This fund’s objective
is to provide a market rate of return
consistent with the preservation of capital
through a shorter maturity, high quality
portfolio. Market risk is assumed by the
member.

Members may direct changes to their investment
fund allocations daily and investments are reported
at fair value.

My Choice

Plan description. Retirement Savings Plan for
Public Employees (My Choice) was formerly known
as the PERF ASA Only Plan. My Choice was
established by the Indiana Legislature in 2011 and
is governed by the INPRS Board of Trustees in
accordance with IC 5-10.3-12, and IC 5-10.5. This
plan is funded by an employer and a member for
the use of the member, or the members
beneficiaries or survivors, after the member’s
retirement. My Choice members are full-time
employees of the State of Indiana (as defined in IC
5-10.3-7-1(d)), or a political subdivision who elected
to participate in My Choice, and are in a position
eligible for membership in the PERF Hybrid Plan
and who elect to become members of My Choice.
Any government agency that pays employees
through the Auditor of the State is a mandatory
participant in My Choice and must offer eligible
employees the My Choice option. Quasi-
government agencies (created by statute and are
separate from the State in their corporate and
sovereign capacity) and State educational
institutions may choose to offer My Choice as an
option to their employees.

Retirement account. My Choice maintains an
annuity savings account for each member. Each
member’s account consists of a member and an
employer contribution subaccount within the annuity
savings account structure.

The member’s contribution subaccount consists of
the member’s contributions, set by statute at three
percent of covered payroll as defined by IC 5-10.3-
12-23 plus the interest/earnings or losses credited
to the member’s contribution subaccount. The State
pays the member’s contributions on behalf of their
employees. Political subdivisions may elect to
match 50% of a member’s voluntary contributions,
and these matching contributions are subject to the
vesting schedule later in the note. The employer
contribution subaccount consists of the employer’s
contributions and the earnings on the employer’s
contributions. The employer contribution rate is set



by INPRS Board of Trustees in accordance with IC
5-10.2-2-11.

My Choice allows members to actively participate in
managing their retirement benefits through self-
directed investment options. All contributions made
to a member's account (member contribution
subaccount and employer contribution subaccount)
are invested as a combined total according to the
member’s investment elections. The members can
direct their investments among the following
aforementioned eight investment options: Large
Cap Equity Index Fund, Small/Mid Cap Equity
Fund, International Equity Fund, Fixed Income
Fund, Inflation-Linked Fixed Income Fund, Money
Market Fund, Stable Value Fund, and Target Date
Funds. A description of each of these Funds is
earlier in this note in the PERF Hybrid Retirement
Benefits — Annuity Savings Account section.

A member is immediately vested in the member
contribution subaccount except for the voluntary
match contributions. To receive contributions and
earnings from the employer contribution subaccount
or the voluntary contribution match, a member must
meet vesting requirements (full years of
participation) to qualify for a distribution. The
vesting schedule is as follows:

One (1) year of participation 20%
Two (2) years of participation 40%
Three (3) years of participation 60%
Four (4) years of participation 80%
Five (5) years of participation 100%

A member who terminates service with their
employer is entitled to withdraw the total amount in
the member contribution subaccount. In addition,
the member is entitled to withdraw amounts in the
employer contribution subaccount to the extent the
member is vested in this account. The member
must be separated from employment for at least 30
days before the member may take a withdrawal
from the member’s account. The amount available
for withdrawal is the fair value of the participant’s
account on the processing date. The withdrawal
amount can be paid in a lump sum, a direct rollover
to another eligible retirement plan, or if the member
has attained normal retirement age and met other
criteria established by the INPRS Board of Trustees
as a monthly annuity provided through INPRS.
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If a member becomes disabled while in active
service, subject to the member providing proof of
the member's qualification for social security
disability benefits to the Board of Trustees, a
member may withdraw the total amount in the
member contribution subaccount. To the extent that
the member is vested, the member may make a
withdrawal from the member's employer
subaccount. The withdrawal amount can be paid in
a lump sum, a direct rollover to another eligible
retirement plan, or a monthly annuity provided
through INPRS if the member has attained normal
retirement age and met other criteria established by
the INPRS Board of Trustees.

If a member dies while in active service or after
terminating service in a position covered by the
Plan, but before withdrawing the member’s account,
all of the member’s contribution subaccount, and to
the extent that the member is vested, the employer
contribution subaccount, will be paid to the
beneficiary or beneficiaries designated by the
member. The amount available for payment is the
fair value of the participant's account. The
beneficiary may elect to the have members
account paid as a lump sum, a direct rollover to
another eligible retirement plan, or as a monthly
annuity in accordance with the rules of the INPRS
Board of Trustees. The monthly annuity is an option
only on or after the beneficiary attains normal
retirement age and meets other criteria established
by the INPRS Board of Trustees. If a member dies
in the line of duty while in active service, the
designated beneficiary or beneficiaries or surviving
spouse or dependents, are entitled to payment of
the member's account as described above. In
addition, if the member was not fully vested in the
employer contribution subaccount, the account is
deemed to be fully vested for purposes of
withdrawal.

Employees covered by benefit terms. As of June
30, 2017, there were 1,182 participating political
subdivisions in addition to the State. As of June 30,
2017, PERF membership consisted of:

Retired members, beneficiaries, and

disabled members receiving benefits 85,130
Inactive vested members entitled to
but not yet receiving benefits 30,816

Inactive non-vested members
entitled to a distribution of

contributions 50,312
Active members: vested and non-
vested 134,909

Total 301,167
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Contributions. The State of Indiana is obligated by
statute to make contributions to PERF Hybrid or My
Choice. Any political subdivision that elects to
participate in PERF Hybrid is obligated by statute to
make contributions to the plan. The required
contributions are determined by the INPRS Board
of Trustees based on actuarial investigation and
valuation in accordance with IC 5-10.2-2-11. The
funding policy provides for periodic employer
contributions at actuarially determined rates that,
expressed as percentages of annual covered pay-
roll, are sufficient to fund the pension benefits when
they become due. As PERF is a cost-sharing plan,
all risks and costs, including benefit costs, are
shared proportionately by the participating
employers. During the year ended June 30, 2017,
participating employers were required to contribute
11.2 percent of covered payroll for members
employed by the State and Political Subdivisions.

For My Choice, the State was also required to
contribute 11.2 percent of covered payroll. In
accordance with IC 5-10.3-12-24, the amount
credited from the employer’s contribution rate to the
member’'s account shall not be less than three
percent and not be greater than the normal cost of
the fund which was 3.3 percent for the State for the
year ended June 30, 2017 and any amount not
credited to the member’s account shall be applied
to the pooled assets of PERF Hybrid. The political
subdivisions were required to contribute a
supplemental cost of 5.4 percent of covered payroll
as of July 1, 2016, which increased to 7.2 percent
as of January 1, 2017. In addition, for political
subdivisions, the amount credited to the member’s
account for the normal cost ranged up to 5.8
percent as of July 1, 2016, and up to 4 percent as
of January 1, 2017

PERF Hybrid and My Choice members contribute
three percent of covered payroll to their annuity
savings account, which is not used to fund the
defined benefit pension for PERF Hybrid. For PERF
Hybrid, the employer may elect to make the
contributions on behalf of the member. The State
pays the member’s contributions on behalf of the
member employed by the State that participate in
My Choice. Political subdivisions may choose to
pay part or all of the member’s contributions on
behalf of the member for My Choice. In addition,
members of PERF Hybrid and My Choice may elect
to make additional voluntary contributions, under
certain criteria, of up to 10 percent of their
compensation into their annuity savings accounts.
Political subdivisions that participate in My Choice
may elect to match voluntary contributions at a rate
of 50 percent.

Financial report. INPRS issues a publicly available
stand-alone financial report that includes financial
statements and required supplementary information
for the plan as a whole. This report may be
obtained by writing the Indiana Public Retirement
System, One North Capitol, Suite 001, Indianapolis,
IN 46204, by calling (888) 526-1687, by emailing
guestions@inprs.in.gov, or by visiting
WWW.in.gov/inprs.

Actuarial assumptions. The total pension liability in
the June 30, 2016 actuarial valuation was
determined using the following actuarial
assumptions, applied to all periods included in the
measurement:

Interest rate/investment return 6.75%
Future salary increases 2.50% - 4.25%
Inflation 2.25%
Cost of living increases 1.00%

Mortality rates for healthy and disabled members
were based on the RP-2014 Total Data Set
mortality table, with Social Security Administration
generational improvement scale from 2006.

The most recent comprehensive experience study
was completed in April 2015 and was based on
member experience between June 30, 2010 and
June 30, 2014. The demographic assumptions were
updated as needed for the June 30, 2015 actuarial
valuation based on the results of the study.

The long-term return expectation for this INPRS
defined benefit retirement plan was determined by
using a building-block approach and assumes a
time horizon, as defined in the INPRS Investment
Policy Statement. A forecasted rate of inflation
serves as the baseline for the return expectation.
Various real return premiums over the baseline
inflation rate have been established for each asset
class. The long-term expected nominal rate of
return has been determined by calculating a
weighted average of the expected real return
premiums for each asset class, adding the
projected inflation rate, and adding the expected
return from rebalancing uncorrelated asset classes.
The target allocation and best estimates of
geometric real rates of return for each major asset
class are summarized in the following table:
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Long-Term
Target Expected Real
Allocation  Rate of Return
Asset Class (%) (%)
Public equity 22.0 4.9
Private equity 14.0 5.7
Fixed income - ex inflation - linked 20.0 2.3
Fixed income - inflation - linked 7.0 0.6
Commodities 8.0 2.2
Real estate 7.0 3.7
Absolute return 10.0 3.9
Risk parity 12.0 5.1
Total 100.0

Discount rate. Total pension liability was calculated
using the discount rate of 6.75 percent. The
projection of cash flows used to determine the
discount rate assumed the contributions from
employers and where applicable from the members,
would at the minimum be made at the actuarially
determined required rates computed in accordance
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with the current funding policy adopted by the
INPRS Board, and contributions required by the
State of Indiana would be made as stipulated by
State statute. Projected inflows from investment
earnings were calculated using the long-term
assumed investment rate of return (6.75 percent).
Based on these assumptions, the PERF defined
benefit pension plan’s fiduciary net position was
projected to be available to make all projected
future benefit payments of current plan members,
Therefore, the long-term expected rate of return on
pension plan investments was applied to all periods
of projected benefits to determine the total pension
liability for each plan.

Sensitivity of the State’s proportionate share of the net pension liability to changes in the discount rate. The
following presents the State’s proportionate share of the net pension liability calculated using the discount rate
of 6.75%, as well as what the State’s proportionate share of the net pension liability would be if it were
calculated using a discount rate that is 1-percentage-point lower (5.75%) or 1-percentage-point higher (7.75%)

than the current rate:

1% Decrease (5.75%) Current Rate (6.75%)

1% Increase (7.75%)

State's proportionate
share of the net pension

liability 1,631,986

1,136,293 724,297

Pension plan fiduciary net position. Pension plan
fiduciary net position. Detailed information about
the pension plan’s fiduciary net position is available
in the separately issued stand-alone financial report
of the Indiana Public Retirement System. This
report may be obtained by writing the Indiana Public
Retirement System, One North Capitol, Suite 001,
Indianapolis, IN 46204, by calling (888) 526-1687,
by emailing guestions@inprs.in.gov, or by visiting
www.in.gov/inprs.

Pension Liabilties, Pension Expense, and
Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

At June 30, 2017, the State reported a liability of
$1.1 billion for its proportionate share of the net
pension liability. The PERF net pension liability
was measured as of June 30, 2016, and the total
pension liability used to calculate the net pension
liability was determined by an actuarial valuation as
of that date. The State’s proportion of the net
pension liability was based on a projection of the
State’s long-term share of contributions to the
pension plan relative to the projected contributions
of all participating employers, actuarially
determined. At June 30, 2016, the State’s
proportion was 25.04 percent, which was an
increase of 0.77 percentage points from its
proportion measured as of June 30, 2015.
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For the year ended June 30, 2017, the State recognized pension expense of $219,7 million. At June 30, 2017,
the State reported deferred outflows of resources and deferred inflows of resources related to pensions from the

following sources:

experience

Changes of assumptions or other inputs
Net difference between projected and
actual earnings on pension plan
investments

Changes in the employer proportion and
differences between the employer's
contributions and the employer's
proportionate share of contributions
Employer's contributions to the pension

of the net pension liability
Total

Differences between expected and actual

plan subsequent to the measurement date

Deferred
Outflows of Deferred Inflows
Resources of Resources
$ 25,457 $ 2,097
50,134 -
185,988 -
25,246 14,405
140,631 -
$ 427,456 $ 16,502

Deferred outflows of resources in the amount of
$140.6 million related to pensions resulting from
employer contributions subsequent to the
measurement date will be recognized as a
reduction of the net pension liability in the fiscal
year ended June 30, 2018. Other amounts
reported as deferred outflows of resources and
deferred inflows of resources related to pensions
will be recognized in pension expense as follows:

Deferred Outflows of
Resources/(Deferred
Fiscal year ended June 30: _Inflows of Resources)
2018 99,321
2019 66,894
2020 73,866
2021 30,242

State Teachers' Retirement Fund 1996 Account
(Presented as part of INPRS — a fiduciary in nature
component unit

Plan description. The Indiana State Teachers'
Retirement 1996 Account (TRF 1996) is a cost-
sharing, multiple-employer defined benefit plan
established to provide retirement, disability, and
survivor benefits to public school teachers and
administrators, regularly employed licensed
teachers at certain State universities and other
educational institutions, and certain INPRS
employees (hired before July 1, 2011) hired after

June 30, 1995. Members who were hired before
July 1, 1995, were members of TRF Pre-1996.
However, pursuant to the law in place prior to July
1, 2005, if a member of TRF Pre-1996 left
employment and re-employed after June 30, 1995,
the member and the liability were transferred to
TRF 1996. There are two aspects to the TRF 1996
defined benefit structure. The first portion is the
monthly defined benefit pension that is funded by
the employer. The second portion of the TRF 1996
benefit structure is the annuity savings account that
supplements the defined benefit at retirement and
was described in the PERF Hybrid Plan Retirement
Benefits — Annuity Savings Account section.
Investment options are similar to the PERF Hybrid
Plan.

Retirement benefits. The TRF retirement benefit
consists of the sum of a defined pension benefit
provided by employer contributions plus the amount
credited to the member’s annuity savings account
as described earlier in this note above. Pension
benefits (non ASA) vest after 10 years of creditable
service. At retirement, a member may choose to
receive a lump sum payment of the amount credited
to the member’s annuity savings account, receive
the amount as an annuity provided through INPRS,
or leave the contributions invested with INPRS.
Vested TRF members terminating service with an
employer, who wait 30 days after termination, may



withdraw their annuity savings account and will not
forfeit creditable service or a future retirement
benefit. However, if a member is eligible for a full
retirement at the time of the withdrawal request,
he/she will have to begin drawing his/her pension
benefit to withdraw the annuity savings account. A
non-vested member who terminates employment
before retirement may withdraw his/her annuity
savings account after 30 days, but by doing so
forfeit his/her creditable service. A member who
returns to covered service and works no less than
six months in a covered position may reclaim
his/her forfeited creditable service.

A member who has reached age 65 and has at
least 10 years of creditable service is eligible for
normal retirement and, as such, is entitled to 100
percent of the pension benefit component. This
annual pension benefit is equal to 1.1 percent times
the average annual compensation times the
number of years of creditable service. Generally,
the average annual compensation in this calculation
is the average of the highest five years of annual
compensation in a covered position. For TRF
members who take a leave of absence to serve as
an elected official, the highest one year of salary is
used. For a salary year to be included as one of the
five years, the member must have received at least
one-half year of service credit for that year as
stated in IC 5-10.4-4-2. The five years do not have
to be continuous. Member contributions paid by the
employer on behalf of the member and severance
pay up to $2,000 are included as part of the
member’s salary.

A member who has reached age 60 and has at
least 15 years of creditable service is eligible for
normal retirement and, as such, is entitled to 100
percent of the pension benefit. A member who is at
least 55 years old and whose age plus number of
years of creditable service is at least 85 is entitled
to 100 percent of the benefits as described above.

A member who has reached at least age 50 and
has at least 15 years of creditable service is eligible
for early retirement with a reduced pension. A
member retiring early receives a percentage of the
normal annual pension benefit. The percentage of
the pension benefit at retirement remains the same
for the member’s lifetime. For age 59, the early
retirement percentage of the normal annual pension
benefit is 89 percent. This amount is reduced five
percentage points per year (e.g., age 58 is 84
percent) to age 50 being 44 percent.

Monthly pension benefits for members in pay status
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may be increased as COLA. Such increases are not
guaranteed by statute, have historically been
provided on an “ad hoc” basis and can only be
granted by the Indiana General Assembly. There
was no COLA for the year ended June 30, 2017;
however, eligible members did receive a one-time
check (a.k.a. 13" check) in September 2016. The
amount of the one-time check ranged from $150 to
$450, depending upon a member’s years of service,
and was for a member who retired or was disabled
on or before December 1, 2015, and who was
entitled to receive a monthly benefit on July 1,
2016.

Disability and survivor benefits provided. TRF also
provides disability and survivor benefits. A member
who has at least five years of creditable service and
becomes disabled while in active service, on FMLA
leave, receiving workers’ compensation benefits, or
receiving employer-provided disability insurance
benefits, may retire for the duration of the disability
if the member has qualified for social security
disability benefits and has furnished proof of the
qualification. The disability benefit is calculated the
same as that for a normal retirement without
reduction for early retirement.

Members are eligible for a classroom disability
benefit once they have earned five years of service,
have a temporary or permanent disability that
continues for six months or more, and applies for
classroom disability benefits within one year of the
disability. Classroom disability refers to a medically
confirmed inability to continue classroom teaching
due to a mental or physical condition that is not
necessarily of sufficient severity to meet social
security disability guidelines. The eligible members
may receive $125 per month plus $5 for each
additional year of service credit over five years.

Upon the death in service of a member with 15 or
more years of creditable service, a survivor benefit
may be paid to the surviving spouse to whom the
member had been married for two or more years, or
surviving dependent children under the age of 18.
This payment is equal to the benefit which would
have been payable to a beneficiary if the member
had retired at age 50 or at death, whichever is later,
under an effective election of the joint and survivor
option available for retirement benefits. A surviving
spouse or surviving dependent children are also
entitted to a survivor benefit upon the death in
service after March 31, 1990, of a member who was
at least 65 years of age and had at least 10 but not
more than 14 years of creditable service

Employees covered by benefit terms. Membership
in TRF 1996 is required for all legally qualified and
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regularly employed licensed teachers who serve in
the public schools of Indiana, teachers employed by
the State at State institutions, and certain INPRS
employees. Additionally, faculty members and
professional employees at Ball State University and
Vincennes University have the option of selecting
membership in the Fund or the alternate University
Plan not administered by INPRS. Membership in
TRF 1996 is optional for teachers employed by
charter schools, employees and officials of the
Indiana State Board of Education who were Indiana
licensed teachers prior to their employment with the
Board, and teachers employed by special
management teams as defined under IC 20-31.

As of June 30, 2017, the number of participating
employers was 367 in addition to the State. As of
June 30, 2017, TRF 1996 Account membership
consisted of:

Retired members, beneficiaries, and

disabled members receiving benefits 5,796
Inactive vested members entitled to
but not yet receiving benefits 4,252

Inactive non-vested members entitled

to a distribution of contributions 12,494
Active members: vested and non-

vested 58,097
Total 80,639

Contributions. The required contributions are
determined by the INPRS Board of Trustees based
on actuarial investigation and valuation in
accordance with IC 5-10.2-2-11. The funding policy
provides for periodic employer contributions at
actuarially determined rates that, expressed as
percentages of annual covered payroll, are
sufficient to fund the pension benefits when they
become due. As the TRF 1996 Account is a cost-
sharing system, all risks and costs, including benefit
costs, are shared proportionally by the participating
employers. During the year ended June 30, 2017,
all participating employers in the TRF 1996 Account
were required to contribute 7.5 percent of covered
payroll.

TRF 1996 Account members contribute three
percent of covered payroll to their annuity savings
account, which is not used to fund the defined
benefit pension. The employer may elect to make
the contributions on behalf of the member. In
addition, members may elect to make additional
voluntary contributions, under certain criteria, of up
to 10 percent of their compensation into their

annuity savings accounts.

Financial report. INPRS issues a publicly available
stand-alone financial report that includes financial
statements and required supplementary information
for the plan as a whole. This report may be
obtained by writing the Indiana Public Retirement
System, One North Capitol, Suite 001, Indianapolis,
IN 46204, by calling (888) 526-1687, by emailing
guestions@inprs.in.gov, or by visiting
WWW.in.gov/inprs.

Actuarial assumptions. The total pension liability in
the June 30, 2016 actuarial valuation was
determined using the following actuarial
assumptions, applied to all periods included in the
measurement:

Interest rate/investment return 6.75%
Future salary increases 2.5% - 12.5%
Inflation 2.25%
Cost of living increases 1.00%

Mortality rates for healthy and disabled members
were based on the RP-2014 White Collar mortality
table, with  Social Security Administration
generational improvement scale from 2006.

The most recent comprehensive experience study
was completed in April 2015 and was based on
member experience covering the period July 1,
2011 to June 30, 2014. The demographic
assumptions were updated for the June 30, 2016
actuarial valuation based on the results of the
study.

The long-term return expectation for this INPRS
defined benefit retirement plan was determined by
using a building-block approach and assumes a
time horizon, as defined in the INPRS Investment
Policy Statement. A forecasted rate of inflation
serves as the baseline for the return expectation.
Various real return premiums over the baseline
inflation rate have been established for each asset
class. The long-term expected nominal rate of
return has been determined by calculating a
weighted average of the expected real return
premiums for each asset class, adding the
projected inflation rate, and adding the expected
return from rebalancing uncorrelated asset classes.
The target allocation and best estimates of
geometric real rates of return for each major asset
class are summarized in the following table:
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Long-Term
Target Expected Real
Allocation Rate of Return
Asset Class (%) (%)
Public equity 22.0 4.9
Private equity 14.0 5.7
Fixed income - ex inflation - linked 20.0 2.3
Fixed income - inflation - linked 7.0 0.6
Commodities 8.0 22
Real estate 7.0 3.7
Absolute return 10.0 3.9
Risk parity 12.0 5.1
Total 100.0

Discount rate. Total pension liability was calculated
using the discount rate of 6.75 percent. The
projection of cash flows used to determine the
discount rate assumed the contributions from
employers and where applicable from the members,
would at the minimum be made at the actuarially
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determined required rates computed in accordance
with the current funding policy adopted by the
INPRS Board, and contributions required by the
State of Indiana would be made as stipulated by
State statute. Projected inflows from investment
earnings were calculated using the long-term
assumed investment rate of return (6.75 percent).
Based on these assumptions, the TRF 1996
defined benefit pension plan’s fiduciary net position
was projected to be available to make all projected
future benefit payments of current plan members,
Therefore, the long-term expected rate of return on
pension plan investments was applied to all periods
of projected benefits to determine the total pension
liability for each plan.

Sensitivity of the State’s proportionate share of the net pension liability to changes in the discount rate. The
following presents the State’s proportionate share of the net pension liability calculated using the discount rate
of 6.75%, as well as what the State’s proportionate share of the net pension liability would be if it were
calculated using a discount rate that is 1-percentage-point lower (5.75%) or 1-percentage-point higher (7.75%)

than the current rate:

1% Decrease (5.75%) Current Rate (6.75%)

1% Increase (7.75%)

State's proportionate
share of the net pension

liability 6,008

2,739 54

Pension plan fiduciary net position. Pension plan
fiduciary net position. Detailed information about
the pension plan’s fiduciary net position is available
in the separately issued stand-alone financial report
of the Indiana Public Retirement System. This
report may be obtained by writing the Indiana Public
Retirement System, One North Capitol, Suite 001,
Indianapolis, IN 46204, by calling (888) 526-1687,
by emailing guestions@inprs.in.gov, or by visiting
www.in.gov/inprs.

Pension Liabilties, Pension Expense, and
Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

At June 30, 2017, the State reported a liability of
$2.7 million for its proportionate share of the net
pension liability. The TRF 1996 Account net
pension liability was measured as of June 30, 2016,
and the total pension liability used to calculate the
net pension liability was determined by an actuarial
valuation as of that date. The State’s proportion of
the net pension liability was based on a projection
of the State’s long-term share of contributions to the
pension plan relative to the projected contributions
of all participating employers, actuarially

determined. At June 30, 2016, the State’s
proportion was 0.35 percent, which was a decrease
of 0.03 percentage points from its proportion
measured as of June 30, 2015.

For the year ended June 30, 2017, the State
recognized pension expense of $969.0 thousand.
At June 30, 2017, the State reported deferred
outflows of resources and deferred inflows of
resources related to pensions from the following
sources:

Deferred
Outflows of Deferred Inflows
Resources of Resources

Differences between expected and actual

experience $ 99 $ 123
Changes of assumptions or other inputs 794 -
Net difference between projected and

actual earnings on pension plan

investments 859

Changes in the employer proportion and

differences between the employer's

contributions and the employer's

proportionate share of contributions 2 185
Employer's contributions to the pension

plan subsequent to the measurement date

of the net pension liability 879

Total $ 2,633 $ 308

Deferred outflows of resources in the amount of
$879.2 thousand related to pensions resulting from
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employer contributions subsequent to the
measurement date will be recognized as a
reduction of the net pension liability in the fiscal
year ended June 30, 2018. Other amounts
reported as deferred outflows of resources and
deferred inflows of resources related to pensions
will be recognized in pension expense as follows:

Deferred Outflows of
Resources/(Deferred
Fiscal year ended June 30: Inflows of Resources)
2018 221
2019 221
2020 401
2021 206
2022 48
Thereafter 349

The State is a non-employer contributing entity in a
special funding situation for the following pension
plan:

State Teachers' Retirement Fund Pre-1996 Account
(Presented as part of INPRS — a fiduciary in nature
component unit

Plan description. The Indiana State Teachers'
Retirement Fund Pre-1996 Account (TRF Pre-1996)
is a pay-as-you-go cost-sharing, multiple-employer
defined benefit plan established to provide
retirement, disability, and survivor benefits.
Membership consists of public school teachers and
administrators, regularly employed licensed
teachers at certain State universities and other
educational institutions, and certain INPRS
employees hired before July 1, 1995, and who have
maintained continuous employment with the same
school corporation or covered institution since that
date to June 30, 2005. There are two aspects to the
TRF Pre-1996 defined benefit structure. The first
portion is the monthly defined benefit pension that
is funded by the State of Indiana. The second
portion of the TRF Pre-1996 benefit structure is the
annuity savings account that supplements the
defined benefit at retirement and was described in
the PERF Hybrid Plan Retirement Benefits —
Annuity Savings Account section. Investment
options are similar to the PERF Hybrid Plan.

Retirement benefits — Defined Benefit Pension
provided. The TRF retirement benefit consists of
the sum of a defined pension benefit provided by
employer contributions plus the amount credited to
the member’s annuity savings account as described
earlier in this note above. Pension benefits (non
ASA) vest after 10 years of creditable service. At

retirement, a member may choose to receive a
lump sum payment of the amount credited to the
member's annuity savings account, receive the
amount as an annuity provided through INPRS, or
leave the contributions invested with INPRS.
Vested TRF members terminating service with an
employer, who wait 30 days after termination, may
withdraw their annuity savings account and will not
forfeit creditable service or a future retirement
benefit. However, if a member is eligible for a full
retirement at the time of the withdrawal request,
he/she will have to begin drawing his/her pension
benefit to withdraw the annuity savings account. A
non-vested member who terminates employment
before retirement may withdraw his/her annuity
savings account after 30 days, but by doing so
forfeit his/her creditable service. A member who
returns to covered service and works no less than
six months in a covered position may reclaim
his/her forfeited creditable service.

A member who has reached age 65 and has at
least 10 years of creditable service is eligible for
normal retirement and, as such, is entitled to 100
percent of the pension benefit component. This
annual pension benefit is equal to 1.1 percent times
the average annual compensation times the
number of years of creditable service. Generally,
the average annual compensation in this calculation
is the average of the highest five years of annual
compensation in a covered position. For TRF
members who take a leave of absence to serve as
an elected official, the highest one year of salary is
used. For a salary year to be included as one of the
five years, the member must have received at least
one-half year of service credit for that year as
stated in IC 5-10.4-4-2. The five years do not have
to be continuous. Member contributions paid by the
employer on behalf of the member and severance
pay up to $2,000 are included as part of the
member’s salary.

A member who has reached age 60 and has at
least 15 years of creditable service is eligible for
normal retirement and, as such, is entitled to 100
percent of the pension benefit. A member who is at
least 55 years old and whose age plus number of
years of creditable service is at least 85 is entitled
to 100 percent of the benefits as described above.

A member who has reached at least age 50 and
has at least 15 years of creditable service is eligible
for early retirement with a reduced pension. A
member retiring early receives a percentage of the
normal annual pension benefit. The percentage of
the pension benefit at retirement remains the same



for the member’s lifetime. For age 59, the early
retirement percentage of the normal annual pension
benefit is 89 percent. This amount is reduced five
percentage points per year (e.g., age 58 is 84
percent) to age 50 being 44 percent.

Monthly pension benefits for members in pay status
may be increased as COLA. Such increases are not
guaranteed by statute, have historically been
provided on an “ad hoc” basis and can only be
granted by the Indiana General Assembly. There
was no COLA for the year ended June 30, 2017;
however, eligible members did receive a one-time
check (a.k.a. 13" check) in September 2016. The
amount of the one-time check ranged from $150 to
$450, depending upon a member’s years of service,
and was for a member who retired or was disabled
on or before December 1, 2015, and who was
entitled to receive a monthly benefit on July 1,
2016.

Disability and survivor benefits provided. TRF also
provides disability and survivor benefits. A member
who has at least five years of creditable service and
becomes disabled while in active service, on FMLA
leave, receiving workers’ compensation benefits, or
receiving employer-provided disability insurance
benefits, may retire for the duration of the disability
if the member has qualified for social security
disability benefits and has furnished proof of the
qualification. The disability benefit is calculated the
same as that for a normal retirement without
reduction for early retirement.

Members are eligible for a classroom disability
benefit once they have earned five years of service,
have a temporary or permanent disability that
continues for six months or more, and applies for
classroom disability benefits within one year of the
disability. Classroom disability refers to a medically
confirmed inability to continue classroom teaching
due to a mental or physical condition that is not
necessarily of sufficient severity to meet social
security disability guidelines. The eligible members
may receive $125 per month plus $5 for each
additional year of service credit over five years.

Upon the death in service of a member with 15 or
more years of creditable service, a survivor benefit
may be paid to the surviving spouse to whom the
member had been married for two or more years, or
surviving dependent children under the age of 18.
This payment is equal to the benefit which would
have been payable to a beneficiary if the member
had retired at age 50 or at death, whichever is later,
under an effective election of the joint and survivor
option available for retirement benefits. A surviving
spouse or surviving dependent children are also
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entitled to a survivor benefit upon the death in
service after March 31, 1990, of a member who was
at least 65 years of age and had at least 10 but not
more than 14 years of creditable service.

Employees covered by benefit terms. Membership
in TRF Pre-1996 is closed to new entrants. Legally
qualified and regularly employed licensed teachers
who serve in the public schools of Indiana, teachers
employed by the State at State institutions, and
certain INPRS employees hired before July 1, 2011,
are required to participate in TRF as a condition of
employment. Generally, members hired prior to
1996 participate in the TRF Pre-1996 Account and
members hired after 1996 participate in the TRF
1996 Account (IC 5-10.2-2-2; IC 5-10.4-4-1; IC 5-
10.4-7-1; 35 IAC 14-4-16(a)).

As of June 30, 2017, the number of participating
employers was 340 in addition to the State. The
State of Indiana makes contributions as the sole
nonemployer contributing entity. As of June 30,
2017, TRF Pre-1996 Account membership
consisted of:

Retired members, beneficiaries, and

disabled members receiving benefits 53,240
Inactive vested members entitled to
but not yet receiving benefits 2,504

Inactive non-vested members entitled

to a distribution of contributions 400
Active members: vested and non-

vested 13,128
Total 69,272

Contributions.  State appropriations are made in
accordance with IC 5-10.4-2-4 for each fiscal year.
Currently, a three (3) percent year-over-year
increase is being provided through State
appropriations. If the actual pension benefit payout
for the fiscal year exceeds the amount
appropriated, the difference is paid from the
Pension Stabilization Fund as part of the assets of
the TRF Pre-1996, which was established
according to IC 5-10.4-2-5. As a nonemployer
contributing entity, the State of Indiana contributed
$871.0 million in fiscal year 2017 to TRF Pre-1996.
The Actuarially Determined Contribution (ADC) for
TRF Pre-1996 was $2,728 million. In fiscal year
2016, the State pre-funded one-time checks
(a.k.a.13" check) in accordance with 2016 HEA
1161 for $20.7 million (which went into the Pension
Stabilization Fund). Employers contributed $4.5
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million in fiscal year 2017.

TRF Pre-1996 Account members contribute three
percent of covered payroll to their annuity savings
account, which is not used to fund the defined
benefit pension. The employer may elect to make
the contributions on behalf of the member. In
addition, members may elect to make additional
voluntary contributions, under certain criteria, of up
to 10 percent of their compensation into their
annuity savings accounts.

Financial report. INPRS issues a publicly available
stand-alone financial report that includes financial
statements and required supplementary information
for the plan as a whole. This report may be
obtained by writing the Indiana Public Retirement
System, One North Capitol, Suite 001, Indianapolis,
IN 46204, by calling (888) 526-1687, by emailing
guestions@inprs.in.gov, or by visiting
www.in.gov/inprs.

Pension Liabilities, Pension Expense, and
Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

At June 30, 2017, the State reported a liability of
$12,052.7 million for its proportionate share of the
net pension liability. The net pension liability was
measured as of June 30, 2016, and the total
pension liability used to calculate the net pension
liability was determined by an actuarial valuation as
of that date. The State’s proportion of the net
pension liability was based on a projection of the
State’s long-term share of contributions to the
pension plan relative to the projected contributions
of all participating employers, actuarially
determined. At June 30, 2016, the State’s
proportion was 100.00 percent, which was the
same as its proportion measured as of June 30,
2015.

For the year ended June 30, 2017, the State
recognized pension expense of $860.1 million. At
June 30, 2017, the State reported deferred outflows
of resources and deferred inflows of resources
related to pensions from the following sources:

Deferred
Outflows of Deferred Inflows
Resources of Resources

Net difference between projected and

actual earnings on pension plan

investments 200,663

Employer's contributions to the pension

plan subsequent to the measurement date

of the net pension liability 871,141
Total $ 1,071,804 _$

$871.1 million reported as deferred outflows of
resources resulting from employer contributions

subsequent to the measurement date will be
recognized as a reduction of the net pension liability
in the year ended June 30, 2018. Other amounts
reported as deferred outflows of resources and
deferred inflows of resources related to pensions
will be recognized in pension expense as follows:

Deferred Outflows of
Resources/(Deferred
Fiscal year ended June 30: Inflows of Resources)
2018 34,813
2019 34,813
2020 90,614
2021 40,423

Actuarial assumptions. The total pension liability in
the June 30, 2016 actuarial valuation was
determined using the following  actuarial
assumptions, applied to all periods included in the
measurement:

Interest rate/investment return 6.75%
Future salary increases 2.5% - 12.5%
Inflation 2.25%
Cost of living increases 1.00%

Mortality rates for healthy and disabled members
were based on the RP-2014 White Collar mortality
table, with  Social Security = Administration
generational improvement scale from 2006.

The most recent comprehensive experience study
was completed in April 2015 and was based on
member experience covering the period July 1,
2011 to June 30, 2014. The demographic
assumptions were updated for the June 30, 2015
actuarial valuation based on the results of the
study.

The long-term return expectation for this INPRS
defined benefit retirement plan was determined by
using a building-block approach and assumes a
time horizon, as defined in the INPRS Investment
Policy Statement. A forecasted rate of inflation
serves as the baseline for the return expectation.
Various real return premiums over the baseline
inflation rate have been established for each asset
class. The long-term expected nominal rate of
return has been determined by calculating a
weighted average of the expected real return
premiums for each asset class, adding the
projected inflation rate, and adding the expected
return from rebalancing uncorrelated asset classes.
The target allocation and best estimates of
geometric real rates of return for each major asset
class are summarized in the following table:
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Long-Term
Target Expected Real
Allocation Rate of Return
Asset Class (%) (%)
Public equity 22.0 4.9
Private equity 14.0 5.7
Fixed income - ex inflation - linked 20.0 2.3
Fixed income - inflation - linked 7.0 0.6
Commodities 8.0 2.2
Real estate 7.0 3.7
Absolute return 10.0 3.9
Risk parity 12.0 5.1
Total 100.0

Discount rate. Total pension liability was calculated
using the discount rate of 6.75 percent. The
projection of cash flows used to determine the
discount rate assumed the contributions from
employers and where applicable from the members,
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would at the minimum be made at the actuarially
determined required rates computed in accordance
with the current funding policy adopted by the
INPRS Board, and contributions required by the
State of Indiana would be made as stipulated by
State statute. Projected inflows from investment
earnings were calculated using the long-term
assumed investment rate of return (6.75 percent).
Based on these assumptions, the TRF Pre-1996
defined benefit pension plan’s fiduciary net position
was projected to be available to make all projected
future benefit payments of current plan members,
Therefore, the long-term expected rate of return on
pension plan investments was applied to all periods
of projected benefits to determine the total pension
liability for each plan.

Sensitivity of the State’s proportionate share of the net pension liability to changes in the discount rate. The
following presents the State’s proportionate share of the net pension liability calculated using the discount rate
of 6.75%, as well as what the State’s proportionate share of the net pension liability would be if it were
calculated using a discount rate that is 1-percentage-point lower (5.75%) or 1-percentage-point higher (7.75%)

than the current rate:

1% Decrease (5.75%)

Current Rate (6.75%) 1% Increase (7.75%)

State's proportionate
share of the net pension

liability 13,630,767

12,052,671 10,707,809

Pension plan fiduciary net position. Detailed
information about the pension plan’s fiduciary net
position is available in the separately issued stand-
alone financial report of the Indiana Public
Retirement System. This report may be obtained

Pension Amounts Summary — Defined Benefit Plans

by writing the Indiana Public Retirement System,
One North Capitol, Suite 001, Indianapolis, IN
46204, by calling (888) 526-1687, by emailing
questions@inprs.in.gov, or by visiting
WWW.in.gov/inprs.

A summary of the pension amounts disclosed in the notes for the defined benefit plans is provided in the

following table.

Deferred Deferred

Total Pension  Fiduciary Net Net Pension Outflows of  Inflows of Pension
Plan Liability Position Liability Resources Resources Expense
SPRF S 588,603 S 426,851 S 161,752 S 75,764 S 473 S 32,620
SPST 17,043 - 17,043 3,777 436 5,227
EG&C 138,965 111,329 27,636 16,071 281 5,893
PARF 85,034 52,792 32,242 7,354 - 9,826
LE DB 4,015 2,919 1,096 353 - (51)
RS 501,126 441,790 59,336 55,009 13,035 10,048
PERF 4,609,059 3,472,766 1,136,293 427,456 16,502 219,655
TRF 1996 22,430 19,691 2,739 2,633 308 969
TRF Pre-1996 16,840,200 4,787,529 12,052,671 1,071,804 - 860,081
Total $ 22,806,475 $ 9,315,667 $13,490,808 $1,660,221 $ 31,035 $1,144,268
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The State sponsors the following defined
contribution plan:

Legislators' Retirement System — Legislators’
Defined Contribution Plan (Presented as part of
INPRS — a fiduciary in nature component unit)

The Legislators’ Retirement System was
established in 1989 by IC 2-3.5 and accordingly is
governed by the INPRS Board of Trustees. The
retirement system is for certain members of the
General Assembly of the State of Indiana as
specified by the provisions of the statute.

The Legislators’ Retirement System is comprised of
two (2) separate and distinct plans. The Legislators’
Defined Benefit Plan (LEDB Plan) (IC 2-3.5-4), a
single-employer (the State of Indiana) defined
benefit plan, applies to members of the General
Assembly who were serving on April 30, 1989, and
who filed an election under IC 2-3.5-3-1(b). The
Legislators’ Defined Contribution Plan (LEDC Plan)
(IC 2-3.5-5) applies to: (1) members of the General
Assembly who were serving on April 30, 1989, and
who filed an election under IC 2-3.5-3-1(b); (2)
members of the General Assembly who are first
elected or appointed after April 30, 1989; and (3)
members of the General Assembly who: (a) served
before April 30, 1989; (b) were not serving on April
20, 1989; and (c) are subsequently reelected or
reappointed to the General Assembly.

For the LEDC Plan, each participant is required to
contribute five percent of annual salary in
accordance with statute IC 2-3.5-5-4. In addition,
the State of Indiana is required by statute IC 2-3.5-
5-5.5 to contribute a percentage of the member’'s
annual salary on behalf of the participant as
determined by INPRS Board of Trustees and
confirmed by the State Budget Agency each year.
This rate, by statute, cannot exceed the total
contribution rate paid that year by the State to
PERF for State employees. The State contribution
rate is the sum of: (1) the State’s employer
contribution rate for State employees, and (2) the
rate the State pays on behalf of State employees to
their annuity savings accounts (3.0 percent). The
contribution rate for the calendar year 2016 was
14.2 percent and the rate for the calendar year
2017 is 14.2 percent.

Investments in the members’ accounts are self-
directed as participants direct the investment of
their account balances among several investment
options of varying degrees of risk and return poten-
tial. There are nine investment options available to

LE DC members: Consolidated Defined Benefit
Assets, Stable Value Fund, Fixed Income Fund,
Inflation-Linked Fixed Income Fund, Money Market
Fund, Small/Mid Cap Equity Fund, Large Cap
Equity Index Fund, International Equity Fund and
Target Date Funds. Members may make changes
to their investment directions daily, and investments
of the plan are reported at fair value.

A participant of LE DC who terminates service as a
member of the General Assembly is entitled to
withdraw both the employee and employer
contributions to LE DC. The amount available for
withdrawal is the fair value of the participant’s
account on the processing date. Account balances
are fully vested to the participants. The withdrawn
amount can be paid in a lump sum, a partial lump
sum, a monthly annuity, or a series of monthly
installment payments over 60, 120, or 180 months
as elected by the participant.

If a participant dies while a member of the General
Assembly or after terminating service as a member,
but prior to withdrawing from LE DC, the
participant’'s account is to be paid to the
beneficiary(ies) or the survivor(s) if there is no
properly designated beneficiary, or if no beneficiary
survives the participant. The amount to be paid is
the fair value of the participant’s account (employer
and employee contributions) on the processing
date.

F. Other Postemployment Benefits
Defined Benefit Plans

Plan Descriptions The State of Indiana sponsors
and contributes to four single-employer defined
benefit healthcare plans: State Personnel Plan
(SPP); Legislature Plan (LP); Indiana State Police
Plan (ISPP); and the Conservation and Excise
Police Plan (CEPP). The SPP and LP are
administered by the State Personnel Department.
The Indiana State Police administer the ISPP. The
CEPP is administered by the Indiana State Excise
Police and Indiana Conservation Officers Health
Insurance Committee. The SPP, ISPP, and CEPP
are administered through trusts that meet the
criteria in GASB 74. The LP is not administered
through a trust that meets the requirements of
GASB 74 and is not accumulating assets.

Benefits Provided All four plans provide medical
plan health care benefits to eligible State employee
retirees and beneficiaries. The medical benefits
provided to retirees are the same benefit options




afforded active employees. Benefit provisions for
each plan are established and may be amended by
Indiana Code 5-10-8 et seq. Separate financial
reports are not issued for these plans.

Contributions Actuarially determined contributions
(ADC) are determined for these plans by the
actuary. The state determines the contributions to
make for these plans after considering its other
needs and the OPEB participants’ needs.
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January 1, 2012 through June 30, 2014, 0%; b) July
1, 2014 through June 30, 2016, 25%; c) July 1,
2016 through June 30, 2018, 50%, and d) July 1,
2018 onwards, 100%; 4) state contributions for ISP
active employees in accordance with the OPEB DC
plan (501 plan); and 5) discretionary contributions
from the ISP healthcare fund up to $1 million.
Additionally, active ISP employees contribute $20
per paycheck towards the 401(h) trust account.
This ISP funding policy is expected to continue for

the foreseeable future.
For the SPP, the state contributes at least the ADC
annually. The annual cost of the CEPP is financed on a pay-
as-you-go basis from state subsidies, active/retiree
contributions, and a discretionary contribution from

the CEPP reserve fund.

The ISPP has established a 401(h) and section 115
trust for the purpose of funding retiree OPEB since
the fiscal year end June 30, 2011. Contributions to
the 401(h) and section 115 trust are made from the
following sources: 1) Medicare Part D retiree drug
subsidy reimbursement; 2) excess long-term
disability fund; 3) a percentage of retiree premiums
according to the following schedule: a) Starting

Retiree participants pay the full premium rate as
determined by the administrators of these plans.

Financial Statements As separately issued financial statements are not available for the State Employee
Retiree Health Benefit Trust Fund-DB, summarized financial statements are as follows:

State of Indiana
Combining Statement of Fiduciary Net Position
Pension and Other Employee Benefit Trust Funds
June 30, 2017
SPP ISPP CEPP Total
Assets
Cash, cash equivalents and non-pension
investments $ 579 $ 6,022 $ 797 $ 7,398
Receivables:
Contributions 515 - 64 579
Interest 87 215 44 346
Total receivables 602 215 108 925
Pension and other employee benefit
investments at fair value:
Debt Securities 43,948 92,448 14,446 150,842
Total investments at fair value 43,948 92,448 14,446 150,842
Total assets 45,129 98,685 15,351 159,165
Liabilities:
Benefits payable 131 1,362 175 1,668
Total liabilities 131 1,362 175 1,668
Net Position
Restricted for:
OPEB benefits 44,998 97,323 15,176 157,497
Total net position $ 44,998 $ 97,323 $ 15,176 $ 157,497
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State of Indiana
Combining Statement of Changes in Fiduciary Net Position
Pension and Other Employee Benefit Trust Funds
For the Year Ended June 30, 2017
SPP ISPP CEPP Total

Additions:
Member contributions 6,624 $ 4,931 776 12,331
Employer contributions 4,802 26,135 3,718 34,655
Net investment income (loss) 291 507 79 877
Less investment expense - 1) - (1)
Federal reimbursements 537 537
Other 201 201

Total additions 11,717 32,310 4,573 48,600
Deductions:
Retiree health benefits 11,029 13,115 2,081 26,225
Administrative 417 588 83 1,088

Total deductions 11,446 13,703 2,164 27,313
Net increase (decrease) in net position 271 18,607 2,409 21,287
Net position restricted for pension and other
employee benefits, July 1, as restated:

OPEB benefits 44,727 78,716 12,767 136,210
Net position restricted for pension and
other employee benefits, June 30, as
restated 44,998 97,323 15,176 157,497

Funding Policy and Annual OPEB Cost The an amount actuarially determined in accordance

contribution funding policy for each of the four plans
is on a pay-as-you-go cash basis. However, trust
funds as authorized by the Indiana General
Assembly were created to start pre-funding the
SPP, ISPP, and CEPP plans. The State of Indiana’s
annual other postemployment benefit (OPEB) cost
(expense) for each plan is calculated based on the
annual required contribution (ARC) of the employer,

with the parameters of GASB Statement 45. The
ARC represents a level of funding that, if paid on an
ongoing basis, is projected to cover normal cost
each year and to amortize any unfunded actuarial
liabilities (or funding excess) over a period not to
exceed thirty years.

The State of Indiana’s annual OPEB cost for the current year and the related information for each plan are as

follows:

Contribution rates:
State of Indiana
Plan members (monthly premium)

State
Personnel
Healthcare

Plan

Indiana State

Conservation

Legislature's Police and Excise
Healthcare Healthcare Police Health
Plan Plan Care Plan

Pay-as-you-go
See next chart

Pay-as-you-go
See next chart

Pay-as-you-go
See next chart

Pay-as-you-go
See next chart

Annual required contribution $ 1,577  $ 748  $ 32,614 $ 2,948
Interest on net OPEB obligation (1,551) 95 5,319 448
Amortization adjustment to ARC 2,117 (130) (7,256) (611)

Annual OPEB Cost 2,143 713 30,677 2,785
Contributions made (4,802) (522) (26,871) (3,718)

Change in net OPEB obligation (2,659) 191 3,806 (933)
Net OPEB obligation - beginning of year (34,471) 2,121 118,193 9,947
Net OPEB obligation - end of year $ (37,1300 $ 2312 $ 121,999 $ 9,014
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The plan administrators (see plan descriptions above) establish the contribution requirements of plan members.
Plan members (retirees and eligible dependents) who participate in these healthcare plans must pay the full
2018 monthly premiums (except for grandfathered LP current retirees) as shown in the following chart.

Monthly Premium

State Personnel Healthcare Plan (SP) and
Legislature's Healthcare Plan (LP)
Consumer Driven Health Plan #1

Single (Non-Tobacco) $ 534.04

Family (Non-Tobacco) 1,598.74
Consumer Driven Health Plan #2

Single (Non-Tobacco) 759.85

Family (Non-Tobacco) 2,207.53
Consumer Driven Health Plan Wellness

Single (Non-Tobacco) 484.34

Family (Non-Tobacco) 1,469.78
Traditional PPO

Single (Non-Tobacco) 1,301.30

Family (Non-Tobacco) 3,691.61

Indiana State Police Healthcare Plan (ISPP)
Basic Plan - Medical Only

Retiree Only (Without Medicare) 439.95
Retiree Plus One Dependent

(Without Medicare) 587.54
Retiree Only (With Medicare) 161.53
Retiree Plus One Dependent

(With Medicare) 201.95

Optional Plan - Medical, Dental, & Vision

Retiree Only (Withou Medicare) 514.45
Retiree Plus One Dependent

(Without Medicare) 729.80
Retiree Only (With Medicare) 188.24
Retiree Plus One Dependent

(With Medicare) 257.67

Conservation and Excise Police Health Care Plan
(CEPP) - Medical, Dental, & Vision

Retiree Only - (Pre-Medicare) 369.03
Retiree plus One Dependent -

(Pre-Medicare) 701.16
Retiree Only (Post-Medicare) 147.39

Retiree plus One Dependent -
(Post-Medicare) 235.82
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The State of Indiana’s annual OPEB cost, the
percentage of annual OPEB cost contributed and
the net OPEB obligation for June 30, 2015 through

June 30, 2017 for each of the plans were as
follows:

Percentage of

Annual OPEB Cost Net OPEB

Year Ended OPEB Cost _ Contributed Obligation
6/30/2017 $ 2,142 224.2% $ (37,130)
State Personnel Healthcare Plan 6/30/2016 2,088 142.6% (34,471)
6/30/2015 2,369 150.5% (33,582)

6/30/2017 % 713 732% $ 2,312

Legislature's Healthcare Plan 6/30/2016 648 71.2% 2,121
6/30/2015 814 68.0% 1,935

6/30/2017 $ 30,677 87.6% $ 121,999

Indiana State Police Healthcare Plan 6/30/2016 28,590 121.9% 118,193
6/30/2015 27,601 91.7% 124,466

Conservation and Excise Police 6/30/2017 $ 2,785 133.5% $ 9,014
Health Care Plan 6/30/2016 3,143 113.8% 9,947
6/30/2015 2,962 82.3% 10,379

Funded Status and Funding Progress The funded status of the plans as of June 30, 2017, was as

follows:

Indiana State Conservation and
State Personnel Legislature's Police Excise Police
Healthcare Plan Healthcare Plan Healthcare Plan Health Care Plan
Actuarial accrued liability (a) $ 41,078 $ 10,734 $ 430,337 $ 42,009
Actuarial value of plan assets (b) 44,998 - 97,323 15,176
Unfunded actuarial accrued liability
(funding excess) (a) - (b) $ (3,920) $ 10,734 $ 333,014 $ 26,833
Funded ratio (b)/(a) 109.5% 0.0% 22.6% 36.1%
Cowered payroll (c) $ 1,245,383 $ 5,540 $ 98,693 $ 15,602
Unfunded actuarial accrued liability
(funding excess) as a percentage of
covered payroll ([(a)-(b)]/(c)) -0.3% 193.8% 337.4% 172.0%

GASB 45 regulations permit employers to use the
most recent available actuarial information up to
two years prior to the current period. The State
elected to use the actuarial results for the period
ending June 30, 2016 for the period ending June
30, 2017. The actuarial results for the period ending
June 30, 2016 is based on a June 30, 2017
actuarial valuation which is actuarially rolled back
on a no gain/loss basis.

Actuarial valuations involve estimates of the value

of reported amounts and assumptions about the
probability of events in the future.  Amounts
determined regarding the funded status of the plan
and the annual required contributions of the
employer are subject to continual revisions as
actual results are compared to past expectations
and new estimates are made about the future. The
required schedule of funding progress presented as
required supplementary information provides
multiyear trend information that shows whether the
actuarial value of plan assets is increasing or



decreasing over time relative to the actuarial
accrued liability for benefits.

Actuarial Methods and Assumptions Projections of
benefits are based on the substantive plan (the plan
as understood by the employer and plan members)

Significant methods and assumptions were as follows:
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and include the types of benefits in force at the
valuation date. Actuarial calculations reflect a long-
term perspective and employ methods and
assumptions that are designed to reduce short-term
volatility in actuarial accrued liabilities and the
actuarial value of assets.

Conservation
Indiana State and Excise
State Personnel Legislature's Police Police Health
Healthcare Plan  Healthcare Plan  Healthcare Plan Care Plan
Actuarial valuation date 6/30/2017 6/30/2017 6/30/2017 6/30/2017
Projected unit Projected unit Projected unit Projected unit
Actuarial cost method credit credit credit credit
Level dollar Level dollar Level dollar Level dollar
Amortization method amount, open amount, open amount, open amount, open
Remaining amortization period 30 years 30 years 30 years 30 years
Market Value of Market Value of Market Value of
Asset valuation method Assets N/A Assets Assets
Actuarial assumptions:
Inflation rate 2.25% 2.25% 2.25% 2.25%
Investment rate of return 4.50% 4.50% 4.50% 4.50%
N/A; benefits are  N/A; benefits are  N/A; benefits are  N/A; benefits are
Projected salary increases not payroll related not payroll related not payroll related  not payroll related
Healthcare inflation rate 9.0% 9.0% 9.0% 9.0%

GASB 45 regulations permit employers to use the
most recent available actuarial information up to
two years prior to the current period. The State
elected to use the actuarial results for the period
ending June 30, 2016 with changes made as
follows:

1. For ISPP:

a. Employees hired on/after July 1, 2016 are
only eligible for retiree health benefits
until Medicare eligibility. This change
caused a decrease in the liability.

b. ISP is expected to increase the maximum
out-of-pocket for the retiree health plan
from $2,750 (single) /$5,500 (family)
currently to $4,000 (single) /$8,000
(family) on January 1, 2018. This change
caused a decrease in the liability.

2. For CEPP:
a. CEPP is expected to increase, effective
January 1, 2018, the deductible from
$500 (single) / $1,000 (family) to $750

(single) / $1,500 (family) and the
maximum out-of-pocket from $2,050
(single) / $4,100 (family) to $2,550
(single) / $5,100 (family). In addition
the prescription deductible is expected
to increase from $300 to $300 (single)
$900 (family). These changes caused
a decrease in the liability.

3. For all plans, trend rates for medical and
prescription drug benefits have been reset to an
initial rate of 9.00% decreasing by 0.50%
annually to an ultimate rate of 4.50%. Dental
trend rates have been maodified from an initial
rate of 4.50% decreasing by 0.25% to 3.50% to
a flat 3.00%. This change caused an increase
in liabilities.

Plan Membership At June 30, 2017 membership
for the three OPEB plans administered through
trusts was:
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SPP ISPP CEPP sPP ISPP  CEPP

; Total OPEB liability $53,040  $539,736  $56,024
|naCt|VE plan m?mbers . Plan fiduciary net position 44,998 97,323 15,176
currently receiing benefit 725 1120 191 Net OPE liabilty $ 8042 _$442413 _ $40,848

Plan fiduciary net position as

payments a percentage of the total  84.8% 180%  27.1%
Active plan members 23617 1665 262 OPE liabilt
Total 24342 2785 453

Net OPEB Liability The components of the net
OPEB liability for the three OPEB plans
administered through trusts at June 30, 2017 was:

Actuarial Assumptions The total OPEB liability was determined using the following actuarial assumptions,
applied to all periods included in the measurement, unless otherwise specified.

Description

SPP

ISPP

CEPP

Valuation Date

6/30/2017

6/30/2017

6/30/2017

Entry Age Normal
(Level Percent of

Entry Age Normal
(Level Percent of

Entry Age Normal
(Level Percent of

Actuarial cost method Payroll) Payroll) Payroll)
Actuarial amortization method for unfunded
liability Level Dollar Level Dollar Level Dollar

Actuarial amortization period for unfunded

liability

30 years, closed

30 years, closed

30 years, closed

Remaining amortization period for

unfunded liability 30 30 30
Market Value of Market Value of Market Value of

Asset valuation method Assets Assets Assets

Inflation 2.25% 2.25% 2.25%

Salary increases

2.25% for general
wage inflation plus
merit and
productivity
increases as
follows: Ages 20
and 30, 2.0%; age
40, 1.5%, and age
50, 1.0%

2.25% for general
wage inflation plus
0.25% for merit
and productivity
increases

2.25% for general
wage inflation plus
0.25% for merit
and productivity
increases

Investment rate of return

3.25%

3.25%

3.25%

Healthcare cost trend rates

9.0% for 2018
decreasing0.5%
per year to an
ultimate rate of
4.5% for 2027 and
later years

9.0% for 2018
decreasing0.5%
per year to an
ultimate rate of
4.5% for 2027 and
later years

9.0% for 2018
decreasing0.5%
per year to an
ultimate rate of
4.5% for 2027 and
later years

Mortality

SS-2012 Employee
and Annuitant
Mortality Table fully
generational using
SSA scale

SS-2012 Total
Dataset Mortality
Table with blue
collar adjustment
fully generational
using SSA scale

SS-2012 Total
Dataset Mortality
Table with blue
collar adjustment
fully generational
using SSA scale

Experience study

Based on the
results of an
actuarial
experience study
for the period from
June 30, 2010 to
June 30, 2014

Based on the
results of an
actuarial
experience study
for the period from
July 1, 2005
through June 30,
2010

Based on the
results of an
actuarial
experience study
for the period from
June 30, 2010 to
June 30, 2014




Discount Rate The asset allocation for the three
plans administered through trusts is 100% to fixed
income securities. The long-term expected rate of
return for these plans’ investments was determined
using a building-block method in which best
estimate ranges of expected future real rates of
return are developed for each major asset
class. The long-term expected rate of return on
OPEB plan investments for the three plans
administered through trusts is 3.25%. Since this
rate of return is lower than the yield for 20 year tax
exempt general obligation municipal bonds with an
average rating of AA/Aa or higher (or equivalent
quality on another rating scale), the discount rate
used to measure the total OPEB liability was based
on a range of indices for 20 year tax exempt
general obligation municipal bonds. The discount
rate used to measure the total OPEB liability for
these was 3.56 percent as of June 30, 2017 and
applied to all periods of projected benefit payments
to determine the total OPEB liability. The projection
of cash flows used to determine the discount rate
assumed that the State’s contributions to these
plans will be made at rates equal to the actuarially
determined rates. The discount rate of 4.5% was
used in calculating the actuarially determined
contribution for these plans.

Sensitivity of the Net OPEB Liability to Changes in
the Discount Rate The following presents the net
OPEB liability for the three OPEB plans
administered through trusts calculated using a
discount rate that is 1 percentage point lower
(2.6%) or 1 percentage point higher (4.6%) than the
current discount rate:

1% Decrease Discount Rate 1% Increase

(2.6%) (3.6%) (4.6%)
SPP $ 12,394  $ 8,042 $ 4,074
ISPP 548,081 442,413 359,433
CEPP 52,130 40,848 32,105

Sensitivity of the Net OPEB Liability to Changes in
the Healthcare Cost Trend Rates The following
presents the net OPEB liability for the three OPEB
plans administered through trusts calculated using
healthcare cost trend rates that are 1 percentage
point lower or 1 percentage point higher than the
current healthcare cost trend rates:
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1% Decrease Healthcare 1% Increase
Cost Trend
(8.0% (10.0%
. Rates (9.0% .
decreasing to decreasing decreasing
0, 0,
3.5%) to 4.5%) to 5.5%)
SPP $ 3194 % 8,042 $ 13,704
ISPP 354,219 442,413 557,098
CEPP 31,235 40,848 53,635

Defined Contribution Plan

Plan Description The State of Indiana sponsors
one single employer defined contribution OPEB
plan established as a trust fund, the Retiree Health
Benefit Trust Fund, in IC 5-10-8-8.5. The State
established this trust fund to provide funding for the
retiree health benefit plan developed under IC 5-10-
8.5. The plan is a benefit to employees who retire
and are eligible for and have received a normal,
unreduced or disability retirement benefit (as
determined by statutes and codes governing a
State public employee retirement fund). Qualified
retirees of the State are eligible to receive
retirement medical benefits from this Plan.
Retirees’ and/or covered dependents’ qualifying
health insurance and medical costs are eligible for
reimbursement from their reimbursement account,
subject to Plan conditions and limitations.

Financial _Statements As separately issued
financial statements are not available for the State
Employee Retiree Health Benefit Trust Fund-DC,
summarized financial statements are as follows:
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State of Indiana
Combining Statement of Fiduciary Net Position
Pension and Other Employee Benefit Trust Funds
June 30, 2017
State Employee
Retiree Health
Benefit Trust
Fund - DC
Assets
Cash, cash equivalents and non-pension
investments $ 43,179
Receivables:
Contributions 3,098
Interest 298
Securities lending 64
Total receivables 3,460
Pension and other employee benefit investments at fair
value:
Debt Securities 278,907
Total investments at fair value 278,907
Total assets 325,546
Liabilities:
Accounts/escrows payable 28
Securities lending payable 64
Benefits payable 543
Total liabilities 635
Net Position
Restricted for:
OPEB benefits 324,911
Total net position $ 324,911

State of Indiana
Combining Statement of Changes in Fiduciary
Net Position
Pension and Other Employee Benefit Trust
Funds
For the Year Ended June 30, 2017
State Employee
Retiree Health
Benefit Trust Fund -
DC

Additions:
Employer contributions $ 43,915
Net investment income (loss) 2,111
Other 15

Total additions 46,041
Deductions:
Retiree health benefits 19,713
Administrative 1,301
Other 15

Total deductions 21,029
Net increase (decrease) in net position 25,012
Net position restricted for pension and other employee
benefits, July 1, as restated:

OPEB benefits 299,899
Net position restricted for pension and other employee
benefits, June 30 $ 324,911

Plan Provisions Benefit provisions for this plan are
established or may be amended by the State
legislature. The State Budget Agency of the State
of Indiana is the administrator of the plan pursuant
to Indiana Code 5-10-8-8.5. The plan establishes a
retirement medical benefits account for elected
officers, appointed officers, and most employees of
the executive, legislative, and judicial branches of

state government to pay for participants’ medical
insurance after retirement. Legislation passed by
the 2012 Indiana General Assembly removed from
eligibility in the DC plan all Conservation Officers,
all Excise Officers, and employees of the Indiana
State Police who did not previously waive coverage
under the agency’s DB plan. Benefits are entitled
to be received from this account for a participant
who: a) is eligible for and has applied to receive a
normal, unreduced or disability retirement benefit
under the Public Employees’ Retirement Fund; or b)
has completed at least 10 years of service as an
elected or appointed officer; or ¢) has completed at
least 15 years of service with the state for an
employee. A surviving spouse or IRS dependent of
a retired participant is allowed to receive the benefit
from this account. Amounts credited to a retired
participant are forfeited if the participant dies
without a surviving spouse or IRS dependent.

The trust meets the requirements of a qualified
OPEB trust. The trust is qualified under section 115
of the Internal Revenue Code.

Reqgular Contributions The State makes regular
annual contributions to the account based on the
following schedule:

Annual State
Attained Age Contributions
Less than 30 $500
At least 30, but less than 40 $800
At least 40, but less than 50 $1,100
At least 50 $1,400

Attained age is determined as of the last day of the
calendar year falling within the plan year for which
the contribution is made. To receive the regular
contribution, an employee must be an eligible
employee on the preceding December 31 and must
be continuously employed through the date on
which the contribution is made.

Employees who meet the eligibility requirements for
bonus contributions by June 30, 2017 received their
last regular contribution on June 30, 2017.

Bonus Contributions

Employees receive the bonus contributions if by
June 30, 2017 they are (1) eligible for an unreduced
pension benefit from PERF and (2) have completed
at least 15 years of service or 10 years of service
as an elected or appointed officer. The bonus
contribution is equal to the employee’s total years of
service (rounded down to the nearest whole year)



calculated as of the last day of employment or June
30, 2017 (whichever is earlier) multiplied by one
thousand dollars ($1,000).

At June 30, 2017, the plan participants consisted of:

Active participants mth 27,603
accounts, not yet retired

Retired participants with 6,987
accounts

Total 34,590

At June 30, 2017, plan participants’ retirement
medical plan account balances totaled $342.3
million which consisted of $191.0 million in unretired
active participants’ accounts and $151.3 million in
retired participants’ accounts.

This plan is a defined contribution individual
account for GASB 45 and 74 purposes. The
employer subsidy is defined in terms of an annual
contribution to an individual account. Plan assets
are maintained in the Retiree Health Benefit Trust
Fund created by the State as a dedicated trust fund.

The trust fund consists of cigarette tax revenues
deposited in the fund under IC 6-7-1-28.1(7) and
other appropriations, revenues, or transfers to the
trust fund under IC 4-12-1. The plan benefits
satisfy the condition of being a defined contribution
OPEB benefit and by definition, there is no
unfunded liability.

The annual required contribution for the fiscal year
ending June 30, 2017 was $44.9 million. For the
fiscal year ending June 30, 2017, the State
contributed $17.1 million in cigarette tax revenues
to this fund. Another $26.8 million was contributed
by state agencies that are funded by federal or
dedicated funds for their portion of funding. The
retiree contribution includes the bonus contributions
of $1,000 per year of service to employees retiring
after July 1, 2007 who also met certain minimum
age and service requirements.

G. Pollution Remediation Obligations

Nature and source of pollution remediation
obligations:

Five state agencies have identified themselves as
responsible or potentially responsible parties to
remediate forty-six pollution sites pursuant to the
State’s implementation of GASB 49, Accounting
and Financial Reporting for Pollution Remediation
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Obligations effective July 1, 2008. Obligating
events for the cleanup of these sites include being
compelled to take action because the pollution
creates an imminent danger to public health or
welfare or the environment, being named by a
regulator to remediate hazardous wastes and
contamination, and voluntarily assuming
responsibility because of imminent threats to
human health and the environment.

Amount of the estimated liability, methods and
assumptions used for the estimate, and the
potential for changes:

The State’s total estimated liability is $38.4 million
of which $4.9 million is estimated to be payable
within one year and $33.5 million estimated to be
payable in more than one year. State agencies
calculated their estimated liabilities using various
approaches including existing agreements,
contractor bids/surveys, records of decisions from
regulators, matching requirements under the
Superfund law, previous actual costs to cleanup
similar sites, investigation activities, well known and
recognized estimation methods, and through the
sampling and knowing the size and volume of
existing contamination at a site. Superfund site
estimated liabilities also applied a rolling thirty year
liability as this was the number of years determined
to be reasonably estimable. The estimated
liabilities of state agencies are subject to annual
review and adjustment for changes in agreements,
laws, regulations, court decisions, price increases
or decreases for goods and services used in
cleanup, and other relevant changes that come to
light.

Estimated recoveries reducing the liability:

The estimated recoveries total $18.4 million. Of this
total, $0.4 million is unrealizable or has not yet been
realized and has been applied to reduce the State’s
total estimated liability. Estimated recoveries
include the proceeds from the sale of stock,
bankruptcy court settlements, coverage of allowable
costs by the State’s Excess Liability Trust Fund
(ELTF), credits received for work performed on
Superfund sites, and federal funds. The ELTF state
law states that if insufficient funds exist to pay
claims neither the State nor the Fund are liable for
unpaid claims. The State recognized $6.2 million of
program revenue for seven sites whose realized
recoveries exceeded the pollution remediation
liability.
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Note H. Tax Abatements

The State provides tax abatements through four
programs which are the (1) Economic Development
for a Growing Economy (EDGE) Credit, (2) Hoosier
Business Investment Credit, (3) Research Expense
Credit, and (4) Venture Capital Investment Credit.
The Indiana Economic Development Corporation
(IEDC) approves the tax credits for these programs.
The following is a summary of these programs
where the taxes abated exceeded $1 million
individually or in the aggregate.

Economic Development for a Growing Economy
(EDGE) Credit

The Economic Development for a Growing
Economy Credit is created by IC 6-3.1-13. This
program was created to foster job creation in
Indiana, job retention in Indiana, and to foster
employment in Indiana of students who participate
in a course of study that includes a cooperative
arrangement between an educational institution and
an employer for the training of students in high
wage, high demand jobs that require an industry
certification. This program provides a credit against
a taxpayer’s adjusted gross income tax, financial
institutions tax, or insurance premiums tax liability.
The credit must be claimed on the taxpayer’s
annual state income tax return filed with the Indiana
Department of Revenue. The credit is administered
by the Indiana Economic Development Corporation
(IEDC). The amount and duration of this tax credit
shall be determined by the IEDC. The credit may
be stated as a percentage of the incremental
income tax withholdings attributable to the
applicant’s project and may include a fixed dollar
limitation. In the case of a credit awarded for a
project to create new jobs in Indiana, the credit
amount may not exceed the incremental income tax
withholdings. However, the credit amount claimed
for a taxable year may exceed the taxpayer’s state
tax liability for the taxable year, in which the excess
may, at the discretion of the IEDC, be refunded to
the taxpayer.

EDGE for Job Creation:

In order to award a credit for job creation, the IEDC
must determine the following conditions exist, the
applicant’s project will create new jobs that were not
jobs previously performed by employees of the
applicant in Indiana; the applicant’s project is
economically sound and will benefit the people of
Indiana by increasing opportunities for employment
in Indiana and strengthening the economy of
Indiana; receiving the tax credit is a major factor in
the applicant’s decision to go forward with the
project and not receiving the tax credit will result in
the applicant not creating new jobs in Indiana;

awarding the tax credit will result in an overall
positive fiscal impact to the state, as certified by the
budget agency using the best available data; the
credit is not prohibited by the relocation of jobs from
one location in Indiana to another location in
Indiana; if the business is located in a community
revitalization enhancement district established
under IC 36-7-13 or a certified technology park
established under IC 36-7-32, the legislative body
of the political subdivision establishing the district or
park has adopted an ordinance recommending the
granting of a credit amount that is at least equal to
the credit amount provided in the agreement. The
tax credit will be recaptured if the IEDC determines
the taxpayer is noncompliant with the requirements
of the tax credit agreement or all of the provisions of
IC 6-3.1-13. The State has made no other
commitments other than to reduce the applicable
taxes as part of this program. In order to receive a
tax credit, the taxpayer must commit to the creation
of full-time, permanent jobs for Indiana residents at
the project location and new capital investment in
Indiana.

EDGE for Job Retention:

In order to award a credit for job retention, the IEDC
must determine the following conditions exist, the
applicant’s project will retain existing jobs
performed by the employees of the applicant in
Indiana; the applicant is engaged in research and
development, manufacturing, or business services,
according to the NAICS Manual of the United
States Office of Management and Budget; the
average compensation (including benefits) provided
to the applicant’'s employees during the applicant’s
previous fiscal year exceeds the greater of 105% of
the average wage paid during that same period to
all employees working in that NAICS industry sector
in that county, if there is more than one business in
the same NAICS industry sector as the applicant’s
business in Indiana, 105% of the average
compensation paid during that same period to all
employees working in that NAICS industry sector
throughout Indiana, 200% of the federal minimum
wage during that same time period. For taxable
years beginning before January 1, 2010, the
applicant must employ at least 35 employees in
Indiana. The applicant has prepared a plan for the
use of the credits for investment in facility
improvements or equipment and machinery
upgrades, repairs, or retrofits, or other direct
business related investments, including, but not
limited to, training. Receiving a tax credit is a major
factor in the applicant’s decision to go forward with
the project, and not receiving the tax credit will
increase the likelihood of the applicant reducing
jobs in Indiana; awarding the tax credit will result in
an overall positive fiscal impact to the state, as



certified by the budget agency using the best
available data; the applicant’s business and project
are economically sound and will benefit the people
of Indiana by increasing or maintaining
opportunities for employment and strengthening the
economy of Indiana; the communities affected by
the potential reduction in jobs or relocation of jobs
to another site outside Indiana have committed
local incentives with respect to the retention of jobs
in an amount determined by the corporation; the
credit is not prohibited by the relocation of jobs from
one location in Indiana to another location in
Indiana; if the business is located in a community
revitalization enhancement district established
under IC 36-7-13 or a certified technology park
established under IC 36-7-32, the legislative body
of the political subdivision establishing the district or
park has adopted an ordinance recommending the
granting of a credit amount that is at least equal to
the credit amount provided in the agreement. The
tax credit will be recaptured if the IEDC determines
the taxpayer is noncompliant with the requirements
of the tax credit agreement or all of the provisions of
IC 6-3.1-13. The State has made no other
commitments other than to reduce the applicable
taxes as part of this program. In order to receive a
tax credit, the taxpayer must commit to the retention
of full-time, permanent jobs for Indiana residents at
the project location and new capital investment in
Indiana.

EDGE for Cooperative Arrangements for Training
Students:

In order to award a credit for cooperative
arrangements for training students, the IEDC must
determine the applicant participates in at least one
cooperative arrangement with an educational
institution for the training of students in high wage,
high demand jobs that require an industry
certification and meets any additional -eligibility
conditions established by the IEDC. The IEDC may
consult with the Indiana career council to develop
eligibility and performance conditions that an
applicant must meet to qualify for a credit award to
which this section applies. The aggregate amount
of tax credits awarded under this section for a state
fiscal year may not exceed $2,500,000. The tax
credit will be recaptured if the IEDC determines the
taxpayer is noncompliant with the requirements of
the tax credit agreement or all of the provisions of
IC 6-3.1-13.

Hoosier Business Investment Credit

The Hoosier Business Investment Credit is created
by IC 6-3.1-26. This program was created to foster
job creation and create higher wages in Indiana.
This program provides a credit against a taxpayer’s
adjusted gross income tax, financial institutions tax,
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or insurance premiums tax liability. The credit must
be claimed on the taxpayer's annual state income
tax return filed with the Indiana Department of
Revenue. The credit is administered by the Indiana
Economic Development Corporation (IEDC) and
may not exceed 10% of the taxpayer’s qualified
investment in a taxable year for qualified investment
that is not a logistics investment and 25% of the
qualified investment made in a taxable year if the
gualified investment is a logistics investment.
Quialified investment is defined as the amount of the
taxpayer’'s expenditures in Indiana for the purchase
of new telecommunications, production,
manufacturing, fabrication, assembly, extraction,
mining, processing, refining, finishing, distribution,
transportation, or logistical distribution equipment;
the purchase of new computers and related
equipment; costs associated with the modernization
of existing telecommunications, production,
manufacturing, fabrication, assembly, extraction,
mining, processing, refining, finishing, distribution,
transportation, or logistical distribution facilities;
onsite infrastructure improvements; the construction
of new telecommunications, production,
manufacturing, fabrication, assembly, extraction,
mining, processing, refining, finishing, distribution,
transportation, or logistical distribution facilities;
costs associated with retooling existing machinery
and equipment; costs associated with the
construction of special purpose building and
foundations for use in the computer, software,
biological sciences, or telecommunications industry;
costs associated with the purchase of machinery,
equipment or special purpose buildings used to
make motion pictures or audio productions; and a
logistics investment as further described in IC 6-3.1-
26-8.5 that are certified by the IEDC under this
chapter as being eligible for the credit. The term
does not include property that can be readily moved
outside Indiana. In order to award a tax credit
under this program, the IEDC must determine the
following conditions exist, the applicant’s project will
raise the total earnings of employees of the
applicant in Indiana or substantially enhance the
logistics industry by creating new jobs, preserving
existing jobs that otherwise would be lost,
increasing wages in Indiana, or improving the
overall Indiana economy, in the case of a logistics
investment being claimed by the applicant; the
applicant’'s project is economically sound and will
benefit the people of Indiana by increasing
opportunities for employment and strengthening the
economy of Indiana; receiving the tax credit is a
major factor in the applicant’s decision to go
forward with the project and not receiving the tax
credit will result in the applicant not raising the total
earnings of the applicant’s employees in Indiana, or
other employees in Indiana in the case of a logistics
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investment being claimed by the applicant;
awarding the tax credit will result in an overall
positive fiscal impact to the state, as certified by the
budget agency using the best available data; the
credit is not prohibited by the relocation of jobs from
one location in Indiana to another location in
Indiana; in the case of a qualified investment that is
not being claimed as a logistics investment by the
applicant, the average wage that will be paid by the
taxpayer to its employees (excluding highly
compensated employees) at the location after the
credit is given will be at least equal to one hundred
fifty percent (150%) of the hourly minimum wage
under IC 22-2-2-4 or its equivalent. The tax credit
will be recaptured if the IEDC determines the
taxpayer is noncompliant with the requirements of
the tax credit agreement or all of the provisions of
IC 6-3.1-26. The State has made no other
commitments other than to reduce the applicable
taxes as part of this program. In order to receive a
tax credit, the taxpayer must commit to the creation
or retention of full-time, permanent jobs for Indiana
residents at the project location and new capital
investment in Indiana.

Research Expense Credit

The Research Expense Credit is created by IC 6-
3.1-4. The program was created to incentivize
research investment in Indiana. This program
provides a credit against a taxpayer’s adjusted
gross income tax liability. The credit must be
claimed on the taxpayer’s annual state income tax
return filed with the Indiana Department of
Revenue. The program is administered by the
Indiana Economic  Development Corporation
(IEDC), and the credit may be calculated one of two
ways, listed below, as elected by the taxpayer. For
Indiana qualified research expense incurred after
December 31, 2007, the credit is equal to 15% of
the Indiana qualified research expense less the
taxpayer's base amount of Indiana qualified
research expense, up to $1,000,000. For qualified
research expense in excess of $1,000,000, the
credit amount is equal to 10%. For Indiana
gualified research expense incurred after December
31, 2009, the taxpayer's research expense tax
credit is equal to 10% of the part of the taxpayer’s
Indiana qualified research expense for the taxable
year that exceeds 50% of the taxpayer’s average
Indiana qualified research expense for the 3 taxable
years preceding the taxable year for which the
credit is being determined. If the taxpayer did not
have Indiana qualified research expense in any 1 of
the 3 taxable years preceding the taxable year for
which the credit is being determined, the amount of
the research expense tax credit is equal to 5% of
the taxpayer’s Indiana qualified research expense
for the taxable year. Indiana qualified research

expense is defined as qualified research expense
that is incurred for research conducted in Indiana.
Qualified research expense means qualified
research expense as defined in Section 41(b) of the
Internal Revenue Code. The tax credit will be
recaptured if the IEDC determines the taxpayer is
noncompliant with the requirements of the tax credit
agreement or all of the provisions of IC 6-3.1-4.
The State has made no other commitments other
than to reduce the applicable taxes as part of this
program.

Venture Capital Investment Credit

The Venture Capital Investment Credit is created by
IC 6-3.1-24. This credit was created to improve
access to capital for fast growing Indiana
companies by providing individual and corporate
investors an incentive to invest in early stage firms.
This program provides a credit against a taxpayer’'s
adjusted gross income tax, financial institutions tax,
insurance premiums tax, or state gross retail and
use tax liability. The credit must be claimed on the
taxpayer’s state income tax return or returns filed
with the Indiana Department of Revenue. The
credit is administered by the Indiana Economic
Development Corporation (IEDC) and is equal to
20% of the taxpayer’s qualified investment capital
provided to the qualified Indiana business or
$1,000,000, whichever is less. Qualified Indiana
business is defined as an independently owned and
operated business that is certified as a qualified
Indiana business by the IEDC. Qualified
investment capital is defined as debt or equity
capital that is provided to a qualified Indiana
business. However, the term does not include debt
that is provided by a financial institution (as defined
in IC 5-13-4-10) after May 15, 2005 and is secured
by a valid mortgage, security agreement, or other
agreement or document that establishes a collateral
or security position for the financial institution that is
senior to all collateral or security interests of other
taxpayers that provide debt or equity capital to the
qualified Indiana business. In order to award a tax
credit under this program, the IEDC must certify the
taxpayer's proposed investment plan. The
proposed investment plan must include the name
and address of the taxpayer, the name and address
of each proposed recipient of the taxpayers
proposed investment; the amount of the proposed
investment; a copy of the certification issued by the
IEDC stating the business being invested in is a
qualified Indiana business, and any other
information required by the IEDC. The IEDC must
determine that the proposed investment would
qualify for the taxpayer credit under this program,
and the amount of proposed investment would not
result in the total amount of tax credits certified for
the calendar year exceeding $12,500,000. The



158 - State of Indiana - Comprehensive Annual Financial Report

total amount of credits that may be approved by the
IEDC for a calendar year may not exceed
$12,500,000. The tax credit will be recaptured if the
IEDC determines the taxpayer is noncompliant with
the requirements of the tax credit agreement or all
of the provisions of IC 6-3.1-24. The State has
made no other commitments other than to reduce
the applicable taxes as part of this program.

Amount of

Tax Abatement Program Taxes Abated
Economic Development for a Growing Economy
(EDGE) Credit

Individual Income Tax $ 5,721

Corporate Income Tax 58,901
Hoosier Business Investment Credit

Individual Income Tax 830

Corporate Income Tax 5,072
Research Expense Credit

Individual Income Tax 20,906

Corporate Income Tax 41,893
Venture Capital Investment Credit

Individual Income Tax 5,366

Corporate Income Tax 188
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REQUIRED SUPPLEMENTARY
INFORMATION
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Schedule of Funding Progress
Other Postemployment Benefits
(amounts expressed in thousands)
UAAL as a
Actuarial Percentage of
Actuarial Actuarial Accrued Unfunded Covered
Valuation Value of Liability =~ AAL (UAAL) Funded Ratio Covered Payroll Payroll ((b-
Date Assets (a) (AAL) (b) (b-a) (alb) (c) a)l/c)
State Personnel Healthcare Plan
6/30/2017 $ 44,998 $ 41,078 (3,920) 1095% $ 1,245,383 -0.3%
6/30/2016 44,321 40,884 (3,437) 108.4% 1,148,771 -0.3%
6/30/2015 44,133 44,263 130 99.7% 1,180,296 0.0%
Legislature's Healthcare Plan
6/30/2017 - 10,734 10,734 0.0% 5,540 193.8%
6/30/2016 - 9,541 9,541 0.0% 3,559 268.1%
6/30/2015 - 11,964 11,964 0.0% 3,504 341.4%
Indiana State Police Healthcare Plan
6/30/2017 97,323 430,337 333,014 22.6% 98,693 337.4%
6/30/2016 79,799 380,529 300,730 21.0% 91,753 327.8%
6/30/2015 53,909 341,219 287,310 15.8% 92,130 311.9%
Conservation and Excise Police Healthcare Plan
6/30/2017 15,176 42,009 26,833 36.1% 15,602 172.0%
6/30/2016 12,888 45,401 32,513 28.4% 14,497 224.3%
6/30/2015 10,464 41,831 31,367 25.0% 15,106 207.6%
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Schedule of Contributions
Employee Retirement Systems and Plans
State Excise Police, Gaming Agent, Gaming Control Officer, and Conservation Enforcement Officers' Retirement Plan (EG&C
Plan)
(amounts expressed in thousands)

6/30/2017 6/30/2016 6/30/2015 6/30/2014 6/30/2013
Actuarially determined contribution $ 4,033 % 4,078 % 4820 $ 5341 $ 4,794
Contributions in relation to the actuarially determined
contribution 5,691 5,367 5,215 5,359 19,740
Contribution deficiency (excess) (1,658) (1,289) (395) (18) (14,946)
Covered payroll 27,428 25,526 25,133 25,825 24,675
Contributions as a percentage of covered payroll 20.7% 21.0% 20.7% 20.8% 80.0%

Notes to Schedule:

Valuation date

Actuarially determined contribution rates are calculated as of June 30, with an effective date of January 1.

Actuarial cost method

Entry age normal (Level Percent of Payroll)

Amortization method

Level dollar

Remaining amortization period

24 years, closed

Asset valuation method

4 year smoothing of gains and losses on the fair value of assets subject to a 20% corridor.

Inflation

2.25%

Salary increases

2.5%

Investment rate of return

6.75%

Mortality

RP-2014 Blue Collar Mortality Table, with Social Security Administration generational improvement scale from 2006

Other information

The actuarially determined contribution amounts are based on the average of the actuarially determined contribution rates developed in the
actuarial valuations completed one year and two years prior to the beginning of the fiscal year, multiplied by actual payroll during the
fiscal year. The approved contribution rate was 20.75% for calendar year 2017. Member census data as of June 30, 2016 was
used in the valuation and adjusted, where appropriate, to reflect changes between June 30, 2016 and June 30, 2017. Standard
actuarial roll forward techniques were then used to project the liabilities computed as of June 30, 2016 to June 30, 2017.

The effort and cost to re-create financial statement information for 10 years was not practical. Information was prepared prospectively from
June 30, 2013 for GASB-S68 purposes.
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Schedule of Contributions
Employee Retirement Systems and Plans
Prosecuting Attorneys' Retirement Fund

(amounts expressed in thousands)

6/30/2017 6/30/2016 6/30/2015 6/30/2014 6/30/2013
Actuarially determined contribution $ 2,148 $ 1,381 $ 1,419 $ 2,345 $ 2,542
Contributions in relation to the actuarially determined
contribution 1,486 1,440 1,063 1,174 19,443
Contribution deficiency (excess) 662 (59) 356 1,171 (16,901)
Covered payroll 22,635 21,372 21,145 20,608 18,805
Contributions as a percentage of covered payroll 6.6% 6.7% 5.0% 5.7% 103.4%

Notes to Schedule:

Valuation date

Actuarially determined contribution rates are calculated as of June 30, two years prior to the end of the fiscal year in which contributions
are reported.

Actuarial cost method

Entry age normal (Level Percent of Payroll)

Amortization method

Level dollar

Remaining amortization period

27 years, closed

Asset valuation method

4 year smoothing of gains and losses on the fair value of assets subject to a 20% corridor.

Inflation

2.25%

Salary increases

4.0%

Investment rate of return

6.75%

Mortality

RP-2014 White Collar Mortality Table, with Social Security Administration generational improvement scale from 2006

Other information

The actuarially determined contribution amounts are based on the average of the actuarially determined contribution rates developed in the
actuarial valuations completed one year and two years prior to the beginning of the fiscal year, multiplied by anticipated payroll during the
fiscal year. Member census data as of June 30, 2016 was used in the valuation and adjusted, where appropriate, to reflect changes
between June 30, 2016 and June 30, 2017. Standard actuarial roll forward techniques were then used to project the liabilities computed
as of June 30, 2016 to June 30, 2017.

The effort and cost to re-create financial statement information for 10 years was not practical. Information was prepared prospectively from
June 30, 2013 for GASB-S68 purposes.
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Schedule of Contributions
Employee Retirement Systems and Plans
Legislators' Defined Benefit Plan
(amounts expressed in thousands)

6/30/2017 6/30/2016 6/30/2015 6/30/2014 6/30/2013
Actuarially determined contribution $ 170 % 138 % 119 % 138 % 140
Contributions in relation to the actuarially determined
contribution 135 138 131 138 150
Contribution deficiency (excess) 35 - 12) - (10)
Covered payroll N/A N/A N/A N/A N/A
Contributions as a percentage of covered payroll N/A N/A N/A N/A N/A

Notes to Schedule:

Valuation date

Actuarially determined contribution rates are calculated as of June 30, two years prior to the end of the fiscal year in which contributions
are reported.

Actuarial cost method

Entry age normal (Level Percent of Payroll) for accounting and Traditional Unit Credit for funding

Amortization method

Level dollar

Remaining amortization period

18 years, closed

Asset valuation method

4 year smoothing of gains and losses on the fair value of assets subject to a 20% corridor.

Inflation

2.25%

Salary increases

2.25%

Investment rate of return

6.75%

Retirement age

Mortality

RP-2014 White Collar Mortality Table, with Social Security Administration generational improvement scale from 2006

Other information

Based on the actuarial assumptions and methods, an actuarially determined contribution amount is computed. The INPRS Board of
Trustees considers this information when requesting appropriations from the State. Member census data as of June 30, 2016 was
used in the valuation and adjusted, where appropriate, to reflect changes between June 30, 2016 and June 30, 2017. Standard
actuarial roll forward techniques were then used to project liabilities computed as of June 30, 2016 to June 30, 2017. N/A is not
applicable as this is a closed plan with no payroll.

The effort and cots to re-create financial statement information for 10 years was not practical. Information was prepared prospectively
from June 30, 2013 for GASB-S68 purposes.




166 - State of Indiana - Comprehensive Annual Financial Report

Schedule of Contributions
Employee Retirement Systems and Plans
Judges' Retirement System
(amounts expressed in thousands)

6/30/2017 6/30/2016 6/30/2015 6/30/2014 6/30/2013
Actuarially determined contribution $ 14335 $ 17,485 $ 18,865 $ 27,648 $ 25,458
Contributions in relation to the actuarially determined
contribution 16,824 16,946 21,020 20,895 111,419
Contribution deficiency (excess) (2,489) 539 (2,155) 6,753 (85,961)
Covered payroll 54,755 51,382 48,582 46,041 47,595
Contributions as a percentage of covered payroll 30.7% 33.0% 43.3% 45.4% 234.1%

Notes to Schedule:

Valuation date

Actuarially determined contribution rates are calculated as of June 30, two years prior to the end of the fiscal year in which contributions
are reported.

Actuarial cost method

Entry age normal (Level Percent of Payroll)

Amortization method

Level dollar

Remaining amortization period

12 years, closed

Asset valuation method

4 year smoothing of gains and losses on the fair value of assets subject to a 20% corridor.

Inflation

2.25%

Salary increases

2.5%

Investment rate of return

6.75%

Mortality

RP-2014 White Collar Mortality Table, with Social Security Administration generational improvement scale from 2006

Other information

The actuarially determined contribution amounts are based on the average of the actuarially determined contribution rates developed in the
actuarial valuations completed one year and two years prior to the beginning of the fiscal year, multiplied by anticipated payroll during the
fiscal year. Member census data as of June 30, 2016 was used in the valuation and adjusted, where appropriate, to reflect changes
between June 30, 2016 and June 30, 2017. Standard actuarial roll forward techniques were then used to project the liabilities computed
as of June 30, 2016 to June 30, 2017.

The effort and cost to re-create financial statement information for 10 years was not practical. Information was prepared prospectively from
June 30, 2013 for GASB-S68 purposes.
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Schedule of Contributions
Employee Retirement Systems and Plans
Public Employees' Retirement Fund
(amounts expressed in thousands)

6/30/2017 6/30/2016 6/30/2015 6/30/2014 6/30/2013
Actuarially determined contribution $ 140,631 $ 143,499 $ 133,755 $ 134,976 $ 114,353
Contributions in relation to the actuarially determined
contribution 140,631 143,499 133,755 134,976 114,353
Contribution deficiency (excess) - - - - -
State's covered payroll 1,276,857 1,199,921 1,162,622 1,213,031 1,173,716
Contributions as a percentage of covered payroll 11.0% 12.0% 11.5% 11.1% 9.7%

Notes to Schedule:

Valuation date

Actuarially determined contribution rates are calculated as of June 30, two years prior to the end of the fiscal year in which contributions
are reported.

Actuarial cost method

Entry age normal (Level Percent of Payroll)

Amortization method

Level dollar

Remaining amortization period

20 years, closed

Asset valuation method

4 year smoothing of gains and losses on the fair value of assets subject to a 20% corridor.

Inflation

2.25%

Salary increases

2.50% - 4.25%

Investment rate of return

6.75%

Mortality

RP-2014 Total Data Set Mortality Table, with Social Security Administration generational improvement scale from 2006

Other information

The INPRS Board sets, at its discretion, the State’s employer contribution rate upon considering the results of the actuarial valuation and other analysis as
appropriate. The actuarially determined contribution rate for the State for the fiscal year ended 6/30/14 was 11.17%; however, the INPRS Board approved a
State employer contribution rate of 11.20%. The actuarially determined contribution rate for the State for the fiscal year ended 6/30/15 was 10.55%; however, the
INPRS Board approved a State employer contribution rate of 11.20%. The actuarially determined contribution rate for the State for the fiscal year ended 6/30/16
was 9.80%; however, the INPRS Board approved a State employer contribution rate of 11.20%. The actuarially determined contribution rate for the State for the
fiscal year ended 6/30/17 was 10.11%; however, the INPRS Board approved a State employer contribution rate of 11.20%. The actual dollar amount of the
State’s contributions depends on the actual payroll for the fiscal year.

Member census data as of June 30, 2016 was used in the valuation and adjusted, where appropriate, to reflect changes between June 30, 2016 and June 30,
2017. Standard actuarial roll forward techniques were then used to project the liabilities computed as of June 30, 2016 to June 30, 2017.

The effort and cost to re-create financial statement information for 10 years was not practical. Information was prepared prospectively from June 30, 2013 for
GASB-S68 purposes.
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Schedule of Contributions
Employee Retirement Systems and Plans
Teachers' Retirement Fund Pre-1996 Account
(amounts expressed in thousands)

6/30/2017 6/30/2016 6/30/2015 6/30/2014 6/30/2013
Statutorily determined contribution $ 871,141  $ 887,643 $ 845774 % 825,617 $ 1,003,847
Contributions in relation to the statutorily required
contribution 871,141 887,643 845,774 825,617 1,003,847

Contribution deficiency (excess) - - - R R

Notes to Schedule:

Valuation date

Actuarially determined contribution rates are calculated as of June 30, two years prior to the end of the fiscal year in which contributions
are reported.

Actuarial cost method

Entry age normal (Level Percent of Payroll)

Amortization method

Level dollar

Remaining amortization period

25 years, closed

Asset valuation method

4 year smoothing of gains and losses on the fair value of assets subject to a 20% corridor.

Inflation

2.25%

Salary increases

2.5% - 12.5%

Investment rate of return

6.75%

Mortality

RP-2014 White Collar Mortality Table, with Social Security Administration generational improvement scale from 2006

Other information

Member census data as of June 30, 2016 was used in the valuation and adjusted, where appropriate, to reflect changes between June 30,
2016 and June 30, 2017. Standard actuarial roll forward techniques were then used to project the liabilities computed as of June 30, 2016
to June 30, 2017.

The effort and cost to re-create financial statement information for 10 years was not practical. Information was prepared prospectively from
June 30, 2013 for GASB-S68 purposes.
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Schedule of Contributions
Employee Retirement Systems and Plans
Teachers' Retirement Fund 1996 Account

(amounts expressed in thousands)

6/30/2017 6/30/2016 6/30/2015 6/30/2014 6/30/2013
Actuarially determined contribution $ 879 % 758 % 772 % 735 % 761
Contributions in relation to the actuarially determined
contribution 879 758 772 735 761
Contribution deficiency (excess) - - - - -
State's covered payroll 11,722 10,108 10,288 10,380 10,150
Contributions as a percentage of covered payroll 7.5% 7.5% 7.5% 7.1% 7.5%

Notes to Schedule:

Valuation date

Actuarially determined contribution rates are calculated as of June 30, two years prior to the end of the fiscal year in which contributions
are reported.

Actuarial cost method

Entry age normal (Level Percent of Payroll)

Amortization method

Level dollar

Remaining amortization period

26 years, closed

Asset valuation method

4 year smoothing of gains and losses on the fair value of assets subject to a 20% corridor.

Inflation

2.25%

Salary increases

2.5% - 12.5%

Investment rate of return

6.75%

Mortality

RP-2014 White Collar Mortality Table, with Social Security Administration generational improvement scale from 2006

Other information

Member census data as of June 30, 2016 was used in the valuation and adjusted, where appropriate, to reflect changes between June 30,
2016 and June 30, 2017. Standard actuarial roll forward techniques were then used to project the liabilities computed as of June 30, 2016
to June 30, 2017.

The effort and cost to re-create financial statement information for 10 years was not practical. Information was prepared prospectively from
June 30, 2013 for GASB-S68 purposes.




inancial Report

170 - State of Indiana - Comprehensive Annual F

%0°00T 00g‘ey %0'8. ver'e %S’'G8 ¥09'62 %8°59 Zr8 %0'V6T 6€8'T ST0C

%0°00T 00.'vv %6°L0T €Te'e %8'ETT 0£9°0¢ %6°,9 089 %9°€6T 8€S'T 9T0C

%0°00T 006ty $  %T'9CT 876'¢C $ %P8 ¥19°CE $ %869 8. $  %SYvOE 1/S'T LT02

pajnquiuoy  uoinquuoy pajnquiuoy  uopnquuoy pajnquiuoy  uolnqLiuoy pajnquiuoy  uoinquuoy pajnquuoy  uopnquuod 0¢ aunr

abejuaolad  palsinbay abejuaolad  paldinbay abejuaslad  palsinbay abejuaolad  paldinbay abejuaslad  pasinbay papugy
jenuuy lenuuy Jenuuy lenuuy Jenuuy JedA

ueid 0@ - pung ueld ue|d 94 - ue|d a1eayjjesq ueid 9d uejd 94 - ue|d a1edyjjesq
jsnij Jjouag yjeaH aali3oy gqd - ue|d a1edyjjeaH adljod 291|0d dje)s eURIPU| - ue|d aieoy}jeaH s,ainje|siba] |auuosiad 9jels

9S19XJ pue UOI}eAIdSUO)

(spuesnoy) ul passaidxa sjunowe)

sjijouag Juawhojdwalsod Jayl0
suonnquuo) J1akojdw3g jo ajnpayog




-171

l1ana

| Report - State of Indi

inancia

Comprehensive Annual F

‘uoilen[eA ay) ul pasn sem /TOZ ‘OE aunr JO Se elep snsua)

uonewloUl JI8YIO

*a[eds ySS Buisn [euonessuab Ajny ajge L Afeuopy Juennuuy pue aakojdw3 ZT0Z-SS U0 paseq ale sajel Aleuow juswalial 1sod pue aid
Aureron

*salel WalsAs Juswalnal sabpne pue ‘4yVd ‘443d dUY1 MO||0) STel JuSWaINaI [enuuy

abe Juawalay

'/T0Z ‘0€ dUNC JO Se %9G°E PUB 9TOZ ‘0E dUNL JO SB %26'C

uInal Jo ajel JUBWISaAU|

nonpoud pue jusw snid uonelyul abem [elauab 1) 9%S52'Z
sasea.oul Arefes

%G JO 1eJ ajewnin ue o} yeak Jad 9,5 0 Buisealdsp ‘femul %0°'6
salel pual) 100 aredyesH

%S¢'C

uoneju|

S)asse Jo anjeA 19xe

poylaw uoienjen 19ssy

pasod ‘sieak og

pouad uoneziiowy

JTejjop [aA97

poyiaL uoneziowy

(j10JAed 0 JudIad [9A87) [ewou afe Anug

poylaw S0 [eLenioy

pajeslpul Jeak ay} Jo g aung

ajep uonenjeA

:9|npayag 03 SajoN

‘(Aluo sabe 10885 Je sajel ajdwes) 0g abe 9,0'T pue ‘oF abe %G T ‘o€ pue 0z Sebe 9,0°z JO sasealdul A

%T1°0 %10 %20 %' %6°C %0 %€°0 %€'0 %€°0 %¥'0 loiked

9afo|dwa-paIanod jo abelusdiad e se suonnqguuod
006'0ET'T 6.7'€62'T 202'152'T 88Z'v8T'T €LL'0LT'T L6T'8LT'T Zr'61e'T 962'08T'T TLL'8VT'T €8e'sre'T losAed sakojdwa-paianod
S65'S 026'S 6LE'Y (852'21) (988'0€) (z92'e) (06T°2) (82L'T) (6£¥'T) (2rl'T) (ss20%) Aou 9P uonnqLiuod
9€9'T 96L'T €16'T 226'9T 0S8'€e €02'v 00z'e 19G'€ 116'C 208’y uonnquyuod

paulwlalap Ajfelren)oe ay) o} uoie|a. Ul suonngLILoD
1€2'L 9TL'L 262'9 ¥99'% $  ¥96'C $ TV $ 0107 $ 6€8'T $ B8ES'T $ 090t $ uoNNQLIUOD PaUILISIEP Ajfelienoy

8002/0€/9 6002/0€/9 0102/0€/9 1102/0€/9 2102/0€/9 €102/0€/9 v102/0€/9 $102/0€/9 9102/0€/9 1102/0€/9

(spuesnoyj} uj passaidxa sjunowe)
ue|d @1edy}|eaH |[auuosIad dje}s
sue|d }yauag Jusawhojdwalsod 194310
suonNnqgIuo) Jo 3NPaY9sg




inancial Report

172 - State of Indiana - Comprehensive Annual F

"a|qe|ieAe 10U SI /N
‘uoilen[eA ay) ul pasn sem /TOZ ‘OE aunr JO Se elep snsua)

uonewlojul JBYI0

a[eds vSS Buisn [euonelauab A|iny Juswisnipe Jejj0d anjq yum sjqeL Alfelol 1esereq [e101 ZT0Z-SS
Aureron

Apms aousladxe TTOZ S.dS| UO paseq aJe sajel Juswalial [enuuy

abe Juawalay

LTOZ '0€ dUN( JO S %95°E Pue 9TOZ ‘0E dUNC JO Se %Z6'2

uinjal Jo 1.l JUSWISAAU|

nonpoud pue Jsw 10} 94Gz°0 shid uonejul abem [e1auab 10} %5Z'Z
sasealoul Arejes

n ue 0} Jeak 1ad o450 Buisealoap ‘e %06
SaJel pual) 1500 aIedyieaH

%52’

uonejul

S]OsSe JO anjeA 1axIe

poylaw uonenfen 1assy

paso|d ‘sieak og

pouad uoneziiowy

Jejjop oA

poylew uonezniowy

(j10JAed 0 JudIad [9A87) [ewou afe Anug
poyIaW 1509 [eLenioy

palealpul 1eak sy} Jo Og aung

arep uoneneA

:3|npayos 0} SajoN

sabe ||e 1o} sasealoul Al

%4G'{7 JO Bkl a)el

VIN VIN VIN %8 VT %T1°0C %SCT %S'9¢ %S'LC %0°8€ %c'Le llo1Aed

9ako|dwa-paIanod jo abejuaalad e se suonnguuod
VIN VIN VIN Sv8'26 v61'26 089'€6 0£9'€6 0€T'26 €5.'16 £69'86 JloiAed aakojdwa-pasanod
198'92 T9€'/2 160'EE 89€'9T 19T'6 SEL'ST S6T'T yL'e (zez'y) 601'8 (ssa0xa) Aouajoyep uonnqLILOD
80v'L 076, 600'6 18L'€T 129'8T ¥89'TT S€8've 0ze'se 298'vE 1.8'9¢ uonnqguiuod

pauiwIalep Ajjelienoe ayj 0] uolyejas ul suoinguIuod
S/2've $  TlZ'SE $ 90T'ZK $  SST'0E v6L'Le $ 6Iv'LC $ 0£0'9Z $  ¥90'6C $ 0£9'0E $  086'vE $ uoNNQIUOD paulWIRIBp Al[elienioy

8002/0€/9 6002/0€/9 0102/0€/9 1102/0€/9 z10z/0€/9 €102/0€/9 102/0€/9 S102/0€/9 910Z/0€/9 L102/0€/9

(spuesnoyj} uj passaidxa sjunowe)
ue|d aiedyjjeaH adljod djejs euejpu|
sue|d }yauag Jusawhojdwalsod 194310

suonNquo) JO BNPaYIS




-173

l1ana

| Report - State of Indi

inancia

Comprehensive Annual F

"a|qe|rene 10U sI /N
‘uopen|eA ay) Ui pasn sem /T0Z ‘0E dune Jo Se ejep snsuad
uoewIoUl IBYO

a[eds ySS Buisn [euonessuab Ajny Juswisnipe 1ejjod anjq yum ajqeL ANeLon 19sereq [eloL ZT102-SS

Aureron

%00T = +59 86 pue 9601 = 9-09 Sabe ‘%ST = 6G-TG Sabe ‘%e = 05 abe ‘%Z = 6v-9F Sebe '%E = G aby

abe Juawaley

LTOZ '0€ dUN( JO Se %95°E pue 9TOZ ‘0E dUNC JO Se %Z6'2

uinjal JO 1.l JUSWISAAU|

1AoNpoId pue JsW Jo} %62 0 shid uonejur abem [eisuab 1oj %522
sasealoul Arejes

n ue 0} Jeak 1ad o450 Buisealoap ‘e %06
SaJel pual) 1500 aIedyieaH

%SCT

uonejul

S]OsSe JO anjeA 1axIe

poylaw uonenfen 1assy

paso|d ‘sieak og

pouad uoneziiowy

Jejjop oA

poylew uonezniowy

(j10JAed 0 JudIad [9A87) [ewou afe Anug
poyIaW 1509 [eLenioy

palealpul 1eak sy} Jo Og aung

arep uoneneA

:3|npayos 0} SajoN

sasealoul Al

%4G'{7 JO Bkl a)el

VIN VIN VIN %Z'8 %E VY %0'8T %G'ST %T'9T %LvC %8'€C loiked

9ako|dwa-paIanod jo abejuaalad e se suonnguuod
VIN VIN VIN €82'9T TYS'ST 8€0'9T 696'GT 90T'ST L6V'VT 209'ST JloiAed aakojdwa-pasanod
190'€ 96T'E 0,0' /80'€ (y12'€) 09T OvE /89 (292) (69¢) (ssa0xa) Aouajoyep uonnqLILOD
868 286 €0E'T 9ee'T 6889 £68'C 28v'e LEV'T §.G'€ 8TL'E uonnquiuod

pauiwIalep Ajjelienoe ayj 0] uolyejas ul suoinguIuod
G96'c 8.T'Y €L€'s ezr'y $ S.9€ $ €50'€ $ 28T $  vere $ eTee $ evee $ uonNGUILOI pauILLIRIeP Ajletrenioy

8002/0€/9 6002/0€/9 0102/0€/9 1102/0€/9 z10z/0€/9 €102/0€/9 102/0€/9 S102/0€/9 910Z/0€/9 L102/0€/9

(spuesnoyj} uj passaidxa sjunowe)
ue|d a1edy}|eaH ad1|0d dSI9X] pue UoIJeAIasuod
sue|d }yauag Jusawhojdwalsod 194310
suonNnqgIuo) Jo 3NPaY9sg




174 - State of Indiana - Comprehensive Annual Financial Report

Schedule of Changes in Net Pension Liability and Related Ratios
Employee Retirement Systems and Plans
State Police Retirement Fund
(amounts expressed in thousands)

6/30/2016 6/30/2015 6/30/2014 6/30/2013
Total pension liability
Service cost $ 14537 % 14356 $ 13,747 % 13,576
Interest 37,930 35,912 34,935 33,758
Changes of benefit terms - 275 269 147
Differences between expected and actual experience (562) 4,765 778 1,112
Changes of assumptions (5) 9,230 775 533
Benefit payments, including refunds of employee
contributions (33,677) (34,955) (32,923) (30,724)
Net change in total pension liability 18,223 29,583 17,581 18,402
Total pension liability, beginning 570,380 540,797 523,216 504,814
Total pension liability, ending $ 588,603 $ 570,380 $ 540,797 $ 523,216
Plan fiduciary net position
Contributions, employer $ 18,073 % 13,451  $ 14,005 $ 47,588
Contributions, employee 4,043 3,967 3,763 3,786
Net investment income (10,454) (990) 44,883 29,787
Benefit payments, including refunds of employee
contributions (33,677) (34,955) (32,923) (30,724)
Administrative expense (306) (300) (307) (261)
Other 1 - (11) 2
Net change in plan fiduciary net position (22,320) (18,827) 29,410 50,178
Plan fiduciary net position, beginning 449,171 467,998 438,588 388,410
Plan fiduciary net position, ending $ 426,851  $ 449,171 $ 467,998 $ 438,588
Net pension liability $ 161,752 $ 121,209  $ 72,799  $ 84,628
Plan fiduciary net position as a percentage of the
total pension liability 72.5% 78.7% 86.5% 83.8%
Covered employee payroll 68,786 68,219 68,490 63,347
Net pension liability as a percentage of covered
employee payroll 235.2% 177.7% 106.3% 133.6%

Notes to Schedule:
Benefit changes. Changes of benefit terms reflect one-time 13th checks paid to eligible retirees.

Measurement date: Actuarial valuation reports from the prior fiscal year.

Changes of assumptions. 6/30/2016 Mortality Assumption: Mortality rates for healthy members were based on the RP-2014 Blue Collar Mortality
Tables adjusted to 2006 with MP-2015 Mortality Improvement Scale. Mortality rates for disabled members were based on the RP-2014 Mortality
tables for disabled members adjusted to 2006 with MP-2015 Mortality Improvement Scale. 6/30/2015 Mortality Assumption: Mortality rates for
healthy members were based on the RP-2014 Blue Collar Mortality Tables adjusted to 2006 with MP-2015 Mortality Improvement Scale. Mortality
rates for disabled members were based on the RP-2014 Mortality tables for disabled members adjusted to 2006 with MP-2015 Mortality
Improvement Scale. 6/30/2014 Mortality Assumption: Mortality rates for healthy members were based on the 2014 separate non-annuitant and
annuitant mortality tables (separate male and female tables) as published by the IRS. Mortality rates for disabled members were based on the same
tables increased by 115% for disabled retirements and disabled terminations with deferred benefits. 6/30/2013 Mortality Assumption: Mortality
rates for healthy members were based on the 2013 separate non-annuitant and annuitant mortality tables (separate male and female tables) as
published by the IRS. Mortality rates for disabled members were based on the same tables increased by 115% for disabled retirements and
disabled terminations with deferred benefits.

Other. The effort and cost to recreate financial statement information for 10 years was not practical. Information was prepared prospectively from
June 30, 2013 for GASB-S68 purposes.
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Schedule of Changes in Net Pension Liability and Related Ratios
Employee Retirement Systems and Plans
State Police Supplemental Trust
(amounts expressed in thousands)

6/30/2016
Total pension liability
Service cost $ 3,776
Interest 1,143
Differences between expected and actual experience (476)
Changes of assumptions 4,125
Benefit payments, including refunds of employee contributions, and administrative
and other expenses (4,677)
Net change in total pension liability 3,891
Total pension liability, beginning 13,152
Total pension liability, ending $ 17,043
Plan fiduciary net position
Contributions, employer $ 4,677
Benefit payments, including refunds of employee contributions (3,800)
Administrative expense (69)
Other (808)
Net change in plan fiduciary net position -
Plan fiduciary net position, beginning -
Plan fiduciary net position, ending $ -
Net pension liability $ 17,043
Plan fiduciary net position as a percentage of the total pension liability 0.0%
Covered employee payroll 68,786
Net pension liability as a percentage of covered employee payroll 24.8%

Notes to Schedule:

Measurement date: Actuarial valuation report from the prior fiscal year.

Changes of assumptions. Mortality rates for healthy members were based on the RP-2014 Blue Collar
Mortality Tables adjusted from 2006 using MP-2016 Mortality Improvement Scale. Mortality rates for
disabled members were based on the RP-2014 Mortality tables for disabled members adjusted from
2006 using MP-2016 Mortality Improvement Scale.

3.13% discount rate, net of pension plan investment expense, including inflation at June 30, 2017.
Discount rate of 2.71% at June 30, 2016. Rate is S&P Municipal Bond 20 year high grade rate index.
Rate prior to June 30, 2016 was 6.75%.

Actuarially determined contribution rates are calculated as of July 1, one year prior to the end of the
fiscal year in which contributions are reported. For the July 1, 2016 actuarial valuation, the inflation
assumption was reduced from 3.50% to 2.25%.

Other. The effort and cost to recreate financial statement information for 10 years was not practical.
Information was prepared prospectively from June 30, 2016 for GASB-S73 purposes.
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Schedule of Changes in Net Pension Liability and Related Ratios
Employee Retirement Systems and Plans

State Excise Police, Gaming Agent, Gaming Control Officer, and Conservation Enforcement Officers'
Retirement Plan
(amounts expressed in thousands)

6/30/2016 6/30/2015 6/30/2014 6/30/2013
Total pension liability
Service cost $ 3011 $ 3905 $ 3841 $ 3,811
Interest 8,955 8,384 8,031 7,740
Differences between expected and actual experience 470 845 (430) (1,845)
Changes of assumptions - 2,669 - (40)
Benefit payments, including refunds of employee
contributions (6,267) (6,608) (5,938) (4,836)
Member reassignments - - - (15)
Net change in total pension liability 6,169 9,195 5,504 4,815
Total pension liability, beginning 132,796 123,601 118,097 113,282
Total pension liability, ending $ 138,965 _$ 132,796 $ 123,601 $ 118,097
Plan fiduciary net position
Contributions, employer $ 5367 $ 5215 % 5359 $ 19,740
Contributions, employee 1,016 1,004 1,019 1,006
Net investment income 1,313 (71) 13,339 4,702
Benefit payments, including refunds of employee
contributions (6,245) (6,609) (5,938) (4,836)
Administrative expense (139) (158) (141) (121)
Member reassignments (21) - - (15)
Net change in plan fiduciary net position 1,291 (619) 13,638 20,476
Plan fiduciary net position, beginning 110,038 110,657 97,019 76,543
Plan fiduciary net position, ending $ 111,329 $ 110,038 $ 110,657 $ 97,019
Net pension liability $ 27,636  $ 22,758  $ 12,944  $ 21,078
Plan fiduciary net position as a percentage of the
total pension liability 80.1% 82.9% 89.5% 82.2%
Covered payroll 25,526 25,133 25,825 24,675
Net pension liability as a percentage of covered
payroll 108.3% 90.6% 50.1% 85.4%

Notes to Schedule:

Measurement date: Actuarial valuation reports from the prior fiscal year.

Benefit changes. There were no changes to the plan that impacted the pension benefits during the fiscal year.
Changes of assumptions. An assumption study was performed in April of 2015 resulting in an update to the following
assumptions: 1) The inflation assumption changed from 3.0% per year to 2.25% per year; 2) the future salary
increases assumption changed from 3.25% to 2.5% per year; 3) the mortality assumption changed from the 2013
IRS Static Mortality projected five (5) years with Scale AA to the RP-2014 (with MP-2014 improvement removed)
Blue Collar mortality tables, with future mortality improvement projected generationally using future mortality
improvement inherent in the Social Security Administration's 2014 Trustee report; 4) the retirement assumption
changed to reflect higher likelihood of retirement at certain ages; 5) the termination assumption changed from an
age-based table to a service-based table; and 6) the dependent assumption was adjusted to reflect recent
experience.

The effort and cost to recreate financial statement information for 10 years was not practical.
Information was prepared prospectively from June 30, 2013 for GASB-S68 purposes.
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Schedule of Changes in Net Pension Liability and Related Ratios
Employee Retirement Systems and Plans
Prosecuting Attorneys' Retirement Fund

(amounts expressed in thousands)

6/30/2016 6/30/2015 6/30/2014 6/30/2013
Total pension liability
Service cost $ 1,626 $ 1,603 $ 1587 $ 1,568
Interest 5,239 4,409 4,207 3,816
Changes of benefit terms - - - 1,346
Differences between expected and actual experience 4,058 4,551 - 1,474
Changes of assumptions - 5,216 - (109)
Benefit payments, including refunds of employee
contributions (3,747) (3,254) (2,398) (2,235)
Other 3)
Net change in total pension liability 7,173 12,525 3,396 5,860
Total pension liability, beginning 77,861 65,336 61,940 56,080
Total pension liability, ending $ 85,034 $ 77,861 % 65,336  $ 61,940
Plan fiduciary net position
Contributions, employer $ 1,440 $ 1,063 $ 1,174 % 19,443
Contributions, employee 1,279 1,269 1,334 1,271
Net investment income 589 (34) 6,581 1,897
Benefit payments, including refunds of employee
contributions (3,747) (3,254) (2,398) (2,235)
Administrative expense (193) (127) (108) (145)
Other - - 4 -
Net change in plan fiduciary net position (632) (1,083) 6,587 20,231
Plan fiduciary net position, beginning 53,424 54,507 47,920 27,689
Plan fiduciary net position, ending $ 52,792 $ 53,424 $ 54,507 $ 47,920
Net pension liability $ 32,242 3% 24,437 $ 10,829 $ 14,020
Plan fiduciary net position as a percentage of the
total pension liability 62.1% 68.6% 83.4% 77.4%
Covered payroll 21,372 21,145 20,608 18,805
Net pension liability as a percentage of covered
payroll 150.9% 115.6% 52.5% 74.6%

Notes to Schedule:

Measurement date: Actuarial valuation reports from the prior fiscal year.

Benefit changes. There were no changes to the plan that impacted the pension benefits during the fiscal year.

In 2013, HB 1057 changed the benefits in the Prosecuting Attorneys' Retirement Fund to be comparable to the
Judges' Retirement Fund.

Changes of assumptions. In 2013, the interest crediting rate on member contributions was changed to 3.5% from
from 5.5%. An assumption study was performed in April of 2015 resulting in an update to the following assumptions:
1) The inflation assumption changed from 3.0% per year to 2.25% per year; 2) The mortality assumption changed
from the 2013 IRS Static Mortality projected five (5) years with Scale AA to the RP-2014 (with MP-2014
improvement removed) White Collar mortality tables, with future mortality improvement projected generationally
using future mortality improvement inherent in the Social Security Administration's 2014 Trustee report; and 3) the
retirement assumption changed from an age and points-based table to an age and service-based table, reflecting
higher rates of retirement after 22 years of service.

The effort and cost to recreate financial statement information for 10 years was not practical.
Information was prepared prospectively from June 30, 2013 for GASB-S68 purposes.
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Schedule of Changes in Net Pension Liability and Related Ratios
Employee Retirement Systems and Plans
Legislators' Defined Benefit Plan
(amounts expressed in thousands)

Notes to Schedule:

Measurement date: Actuarial valuation reports from the prior fiscal year.

Benefit changes. There were no changes to the plan that impacted the pension benefits during the fiscal year.
Changes of assumptions. An assumption study was performed in April of 2015 resulting in an update to the following
assumptions: 1) The inflation assumption changed from 3.0% per year to 2.25% per year; and 2) The mortality
assumption changed from the 2013 IRS Static Mortality projected five (5) years with Scale AA to the RP-2014

(with MP-2014 improvement removed) White Collar mortality tables, with future mortality improvement projected
generationally using future mortality improvement inherent in the Social Security Administration's 2014 Trustee report.

N/A is not applicable as this is a closed plan with no payroll.

The effort and cost to recreate financial statement information for 10 years was not practical.
Information was prepared prospectively from June 30, 2013 for GASB-S68 purposes.

6/30/2016 6/30/2015 6/30/2014 6/30/2013
Total pension liability
Service cost $ 2 3 3 % 3 2
Interest 280 269 277 291
Differences between expected and actual experience (233) (68) (36) (140)
Changes of assumptions - 325 - -
Benefit payments, including refunds of employee
contributions (359) (370) (363) (365)
Net change in total pension liability (310) 159 (119) (212)
Total pension liability, beginning 4,325 4,166 4,285 4,497
Total pension liability, ending $ 4,015 $ 4,325 $ 4,166 4,285
Plan fiduciary net position
Contributions, employer $ 138 $ 131 $ 138 150
Net investment income 27 (5) 439 201
Benefit payments, including refunds of employee
contributions (359) (370) (363) (365)
Administrative expense (61) (72) (62) (34)
Net change in plan fiduciary net position (255) (315) 152 (48)
Plan fiduciary net position, beginning 3,174 3,489 3,337 3,385
Plan fiduciary net position, ending $ 2919 $ 3174  $ 3,489 3,337
Net pension liability $ 1,09 $ 1,151  $ 677 948
Plan fiduciary net position as a percentage of the
total pension liability 72.7% 73.4% 83.7% 77.9%
Covered payroll N/A N/A N/A N/A
Net pension liability as a percentage of covered
payroll N/A N/A N/A N/A
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Schedule of Changes in Net Pension Liability and Related Ratios
Employee Retirement Systems and Plans
Judges' Retirement System
(amounts expressed in thousands)

6/30/2016 6/30/2015 6/30/2014 6/30/2013
Total pension liability
Service cost $ 13,870 $ 15283 % 15302 $ 16,084
Interest 31,889 31,753 30,992 30,047
Differences between expected and actual experience 7,182 8,411 (16,026) (13,603)
Changes of assumptions - (31,926) - 186
Benefit payments, including refunds of employee
contributions (20,922) (19,432) (18,527) (17,579)
Member reassignments - - 4 121
Other 162 - - -
Net change in total pension liability 32,181 4,089 11,745 15,256
Total pension liability, beginning 468,945 464,855 453,110 437,854
Total pension liability, ending $ 501,126 $ 468,944  $ 464,855 $ 453,110
Plan fiduciary net position
Contributions, employer $ 16,946 $ 21,020 $ 20,895 $ 111,419
Contributions, employee 3,239 3,292 2,856 2,631
Net investment income 5,323 (102) 51,890 16,955
Benefit payments, including refunds of employee
contributions (20,922) (19,432) (18,527) (17,579)
Administrative expense (148) (165) (146) (126)
Member reassignments - - 4 121
Other - 9 6 5
Net change in plan fiduciary net position 4,438 4,622 56,978 113,426
Plan fiduciary net position, beginning 437,352 432,730 375,752 262,326
Plan fiduciary net position, ending $ 441,790  $ 437,352 $ 432,730 $ 375,752
Net pension liability $ 59,336 $ 31,592 $ 32,125 $ 77,358
Plan fiduciary net position as a percentage of the
total pension liability 88.2% 93.3% 93.1% 82.9%
Covered payroll 51,382 48,582 46,041 47,595
Net pension liability as a percentage of covered
payroll 115.5% 65.0% 69.8% 162.5%

Notes to Schedule:

Measurement date: Actuarial valuation reports from the prior fiscal year.

Benefit changes. There were no changes to the plan that impacted the pension benefits during the fiscal year.
Changes of assumptions. An assumption study was performed in April of 2015 resulting in an update to the following
assumptions: 1) The inflation assumption changed from 3.0% per year to 2.25% per year; 2) the future salary
increases assumption changed from 4.0% to 2.5% per year; 3) the cost-of-living assumption decreased from
4.0% to 2.5% per year; 4) the mortality assumption changed from the 2013 IRS Static Mortality projected five (5)
years with Scale AA to the RP-2014 (with MP-2014 improvement removed) White Collar mortality tables, with
future mortality improvement projected generationally using future mortality improvement inherent in the Social
Security Administration's 2014 Trustee report; 5) the retirement assumption changed from an age-based table

to an age and service based table, reflecting higher rates of retirement after 22 years of service; 6) the termination
assumption changed from an age-based table to 3% for all members; and 7) the dependent assumption was
adjusted to reflect recent experience.

The effort and cost to recreate financial statement information for 10 years was not practical.
Information was prepared prospectively from June 30, 2013 for GASB-S68 purposes.
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Schedule of the State's Proportionate Share of the Net Pension Liability
Employee Retirement Systems and Plans
Public Employees’ Retirement Fund
(amounts expressed in thousands)

6/30/2016 6/30/2015 6/30/2014 6/30/2013
State's proportion of the net pension liability (asset) 25.04% 24.27% 24.85% 24.45%
State's proportionate share of the net pension liability
(asset) $ 1,136,293 $ 988,605 $ 652,920 $ 837,311
State's covered payroll 1,199,921 1,162,622 1,213,031 1,173,716
State's proportionate share of the net pension liability
(asset) as a percentage of its covered payroll 94.7% 85.0% 53.8% 71.3%
Plan fiduciary net position as a percentage of the total
pension liability 75.3% 77.3% 84.3% 78.8%

Notes to Schedule:

Measurement date: Actuarial valuation reports from the prior fiscal year.

Benefit changes. There were no changes to the plan that impacted pension benefits during the fiscal year.

Plan amendments. In 2016, there were no changes to the plan that impacted the pension benefits during the year.
In 2014, HB 1075 impacted the PERF by reducing the Annuity Savings Account (ASA) interest crediting

rate on annuities from 7.5% to 5.75% effective October 1, 2014. Effective October 1, 2015 the rate becomes

the greater of 4.5% or market rate. On January 1, 2017, the ASA annuities are allowed to be outsourced to

a third party provider.

Changes of assumptions. An assumption study was performed in April of 2015 resulting in an update to the following
assumptions: '1) the inflation assumption changed from 3.00% to 2.25% per year; 2) the future salary increase
assumption changed from an age-based table ranging from 3.25% 'to 4.5% to an age-based table ranging

from 2.50% to 4.25%; 3) the mortality assumption changed from the 2013 IRS Static Mortality projected five (5)
years with Scale AA to the RP-2014 (with MP-2014 improvement removed) Total Data Set Mortality Table
projected on a fully generationally basis using the future mortality improvement scale inherent in the mortality
projection included in the Social Security Administration's 2014 Trustee report; 4) the retirement assumption was
updated based on recent experience. Additionally, for actives who are eligible for early retirement (reduced
benefit), 33% are assumed to commence benefits immediate and 67% are assumed to commence benefits at
unreduced retirement eligibility. If eligible for an unreduced retirement benefit upon termination from employment,
100% commence immediately; 5) the termination assumption was updated based on recent experience. For
members earning less than $20,000, the tables were updated from a select and ultimate table to just an ultimate
table as there is little correlation with service. For members earning more than $20,000, the table were updated from
using a 5-year select period to a 10-year select period to correspond with the vesting schedule; 6) the

disability assumption was updated based on recent experience; and 7) the ASA annuitization assumption was
updated from 50% of members assumed to annuitize their ASA balance to 60% of members assumed to annuitize
their ASA balance prior to January 1, 2018.

The effort and cost to recreate financial statement information for 10 years was not practical.
Information was prepared prospectively from June 30, 2013 for GASB-S68 purposes.
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Schedule of the State's Proportionate Share of the Net Pension Liability
Employee Retirement Systems and Plans
Teachers' Retirement Fund Pre-1996 Account
(amounts expressed in thousands)

6/30/2016 6/30/2015 6/30/2014 6/30/2013
State's proportion of the net pension liability (asset) 100.00% 100.00% 100.00% 100.00%
State's proportionate share of the net pension liability
(asset) $ 12,052,671 $ 11,917,837 % 10,853,349 $ 11,248,396
Plan fiduciary net position as a percentage of the total
pension liability 28.4% 30.0% 33.6% 31.7%

Notes to Schedule:

Measurement date: Actuarial valuation reports from the prior fiscal year.

Benefit changes. There were no changes to the plan that impacted the pension benefits during the fiscal year.
Plan amendments. In 2016, there were no changes to the plan that impacted the pension benefits during the year.
In 2014, HB 1075 impacted the TRF Pre-1996 Account by reducing the Annuity Savings Account (ASA) interest
crediting rate on annuities from 7.5% to 5.75% effective October 1, 2014. Effective October 1, 2015 the

rate becomes the greater of 4.5% or market rate. On January 1, 2017, the ASA annuities are allowed to

be outsourced to a third party provider.

Changes of assumptions. An assumption study was performed in April of 2015 resulting in an update to the following
assumptions: 1) the inflation assumption changed from 3.00% to 2.25% per year; 2) the future salary increase
assumption changed from a table ranging from 3.00% to 12.50% to a table ranging from 2.50% to 12.50%;

3) the mortality assumption changed from the 2013 IRS Static Mortality projected five (5) years with Scale AA to
the RP-2014 White Collar Mortality Table with Social Security Administration generational projection scale from
2006; 4) the retirement assumption was updated based on recent experience; and 5) the termination assumption
was updated based on recent experience.

The effort and cost to recreate financial statement information for 10 years was not practical.
Information was prepared prospectively from June 30, 2013 for GASB-S68 purposes.

Information needed, but will not be part of schedule:

Plan total pension liability 16,840,200 17,017,746 16,355,216 16,463,598
Plan fiduciary net position 4,787,529 5,099,909 5,501,867 5,215,202
Plan net pension liability 12,052,671 11,917,837 10,853,349 11,248,396

Plan covered-employee payroll - - - -
Plan covered-employee payroll-State - - - -
Plan covered-employee payroll-all other employers - - - -
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Schedule of the State's Proportionate Share of the Net Pension Liability
Employee Retirement Systems and Plans
Teachers' Retirement Fund 1996 Account
(amounts expressed in thousands)

6/30/2016 6/30/2015 6/30/2014 6/30/2013
State's proportion of the net pension liability (asset) 0.35% 0.38% 0.40% 0.42%
State's proportionate share of the net pension liability
(asset) $ 2,739 % 1,977  $ 191 % 1,310
State's covered payroll 10,108 10,288 10,380 10,150
State's proportionate share of the net pension liability
(asset) as a percentage of its covered payroll 27.1% 19.2% 1.8% 12.9%
Plan fiduciary net position as a percentage of the total
pension liability 87.8% 91.1% 99.1% 93.4%

Notes to Schedule:

Measurement date: Actuarial valuation reports from the prior fiscal year.

Benefit changes. There were no changes to the plan that impacted the pension benefits during the fiscal year.
Plan amendments. In 2016, there were no changes to the plan that impacted the pension benefits during the
fiscal year. In 2014, HB 1075 impacted the PERF by reducing the Annuity Savings Account (ASA) interest
crediting rate on annuities from 7.5% to 5.75% effective October 1, 2014. Effective October 1, 2015

the rate becomes the greater of 4.5% or market rate. On January 1, 2017, the ASA annuities are allowed to be
outsourced to a third party provider.

Changes of assumptions. An assumption study was performed in April of 2015 resulting in an update to the following
assumptions: 1) The inflation assumption changed from 3.00% to 2.25% per year; 2) the future salary increases
assumption changed from a table ranging from 3.00% to 12.50% to a table ranging from 2.50% to 12.50%;

3) the mortality assumption changed from the 2013 IRS Static Mortality projected five (5) years with Scale AA to
the RP-2014 White Collar Mortality Table with Social Security Administration generational projection scale from
2006; 4) the retirement assumption was updated based on recent experience; and 5) the termination assumption
was updated based on recent experience.

The effort and cost to recreate financial statement information for 10 years was not practical.
Information was prepared prospectively from June 30, 2013 for GASB-S68 purposes.
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Schedule of Changes in the Net OPEB Liability and Related Ratios
Other Postemployment Benefit Plans
State Personnel Healthcare Plan
(amounts expressed in thousands)

6/30/2017

Total OPEB liability

Service cost $ 2,334
Interest 1,536
Differences between expected and actual experience (121)
Changes of assumptions (1,081)
Benefit payments (4,404)
Net change in total OPEB liability (1,736)
Total OPEB liability, beginning 54,776
Total OPEB liability, ending $ 53,040
Plan fiduciary net position

Contributions, employer $ 4,802
Net investment income 292
Benefit payments (4,404)
Administrative expense (418)
Net change in plan fiduciary net position 272
Plan fiduciary net position, beginning 44,726
Plan fiduciary net position, ending $ 44,998
Net OPEB liability $ 8,042
Plan fiduciary net position as a percentage of the total OPEB liability 84.8%
Covered-employee payroll 1,245,383
Net OPEB liability as a percentage of covered-employee payroll 0.6%

Notes to Schedule:

Changes of assumptions:

1. Trend rates for medical and prescription drug benefits have been reset to an initial rate of
9.00% decreasing by 0.50% annually to an ultimate rate of 4.5%. Dental trend rates have
been modified from an initial rate of 4.50% decreasing by 0.25% to 3.50% to a flat 3.00%.
This change caused an increase in the total OPEB liability.

The effort and cost to recreate financial statement information for 10 years was not practical.
Information was prepared prospectively from June 30, 2017 for GASB-S74 purposes.
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Schedule of Changes in the Net OPEB Liability and Related Ratios
Other Postemployment Benefit Plans
Indiana State Police Healthcare Plan
(amounts expressed in thousands)

Total OPEB liability

Service cost $
Interest

Changes of benefit terms

Differences between expected and actual experience

Changes of assumptions

Benefit payments

Net change in total OPEB liability

Total OPEB liability, beginning
Total OPEB liability, ending $

Plan fiduciary net position

Contributions, employer $
Contributions, employee

Net investment income

Benefit payments

Administrative expense

Net change in plan fiduciary net position

Plan fiduciary net position, beginning

Plan fiduciary net position, ending $

Net OPEB liability $

Plan fiduciary net position as a percentage of the total OPEB liability
Covered-employee payroll

Net OPEB liability as a percentage of covered-employee payroll

Notes to Schedule:

Benefit changes:

1. Employees hired on/after July 1, 2016 are only eligible for retiree health benefits until
Medicare eligibility. This change does not generate an immediate reduction to the total
OPEB liabilities, but is expected to have a significant impacts as more active employees
are affected by this change.

2. ISP is expected to increase the maximum out-of-pocket for the retiree health plan from
$2,750 (single)/$5,500 (family) currently to $4,000 (single) / $8,000 (family) on January 1,
2018. This change caused a decrease in the total OPEB liability.

Changes of assumptions:

1. Trend rates for medical and prescription drug benefits have been reset to an initial rate of
9.00% decreasing by 0.50% annually to an ultimate rate of 4.5%. Dental trend rates have
been modified from an initial rate of 4.50% decreasing by 0.25% to 3.50% to a flat 3.00%.
This change caused an increase in the total OPEB liability.

The effort and cost to recreate financial statement information for 10 years was not practical.
Information was prepared prospectively from June 30, 2017 for GASB-S74 purposes.

6/30/2017

24,701
16,987
(34,808)

3,921
(48,451)
(8,656)
(46,306)

586,042

539,736

26,871
473
508

(8,656)
(589)

18,607

78,716

97,323

442,413
18.0%
98,693

448.3%




Comprehensive Annual Financial Report - State of Indiana - 185

Schedule of Changes in the Net OPEB Liability and Related Ratios
Other Postemployment Benefit Plans
Conservation and Excise Police Healthcare Plan
(amounts expressed in thousands)

6/30/2017

Total OPEB liability

Service cost $ 2,327
Interest 1,956
Changes of benefit terms (7,023)
Differences between expected and actual experience (1,654)
Changes of assumptions (5,925)
Benefit payments (1,305)
Net change in total OPEB liability (11,624)
Total OPEB liability, beginning 67,648
Total OPEB liability, ending $ 56,024
Plan fiduciary net position

Contributions, employer $ 3,718
Net investment income 79
Benefit payments (1,305)
Administrative expense (82)
Net change in plan fiduciary net position 2,410
Plan fiduciary net position, beginning 12,766
Plan fiduciary net position, ending $ 15,176
Net OPEB liability $ 40,848
Plan fiduciary net position as a percentage of the total OPEB liability 27.1%
Covered-employee payroll 15,602
Net OPEB liability as a percentage of covered-employee payroll 261.8%

Notes to Schedule:

Benefit changes:

1. CEPP is expected to modify the provisions of the retiree health plan effective on January 1,

2018 as follows:
a. Deductible: increased from $500 (single)/$1,000 (family) to $750 (single)/$1,500
(family).
b. Maximum out-of-pocket: increased from $2,500 (single)/$4,100 (family) to $2,550
(single)/$5,100 (family).
c. Prescription drug: modified the deductible from $300 to $300 (single)/$900 (family).
These changes caused a decrease in the total OPEB liability.

2. Incremental spouse cost for Medicare retirees who are covering their spouses is set at 1.6
of the single cost in 2018. This multiplier is set to increase annually until it reaches 2 times
the single cost in 2022. This change caused a decrease in the total OPEB liability.

Changes of assumptions:

1. Trend rates for medical and prescription drug benefits have been reset to an initial rate of
9.00% decreasing by 0.50% annually to an ultimate rate of 4.5%. Dental trend rates have
been modified from an initial rate of 4.50% decreasing by 0.25% to 3.50% to a flat 3.00%.
This change caused an increase in the total OPEB liability.

The effort and cost to recreate financial statement information for 10 years was not practical.
Information was prepared prospectively from June 30, 2017 for GASB-S74 purposes.
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Schedule of Investment Returns
Annual Money-Weighted Rate of Return, Net of Investment Expense
Other Postemployment Benefit Plans

6/30/2017
Single-employer defined benefit other postemployment benefit plan:
State Personnel Healthcare Plan (SPP) 0.7%
Indiana State Police Healthcare Plan (ISPP) 0.6%
Conservation and Excise Police Healthcare Plan (CEPP) 0.6%

Note:
The effort and cost to recreate financial statement information for 10 years was not practical.
Information was prepared prospectively from June 30, 2017 for GASB-S74 purposes.
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Budgetary Information

The Governor submits a budget biennially to be adopted by the General Assembly for the
ensuing two-year period. The budget covers the general fund and most special revenue funds.
The General Assembly enacts the budget through passage of specific appropriations.

The budget bill is enacted as the Appropriations Act that the Governor may veto, subject to
legislative override. Except as specifically provided by statute, appropriations or any part thereof
remaining unexpended and unencumbered at the close of any fiscal year will lapse and be
returned to the fund from which it was appropriated.

The final budget is composed of budgeted amounts as adopted and as amended by
supplemental appropriations or appropriation transfers that were necessary during the current
year. The State Board of Finance, which consists of the Governor, Auditor of State and
Treasurer of State, is empowered to transfer appropriations from one appropriation, fund, or
agency of the State to another, with the exception of trust funds. The State Budget Agency may
transfer, assign, and reassign almost any appropriation, except those restricted by law, but only
when: (1) the uses and purposes to which the funds are transferred are uses and purposes which
the agency is permitted or required to perform; and (2) and the transfers are within the same
agency of the state to which the appropriation was originally made. Capital appropriations are
initially posted to general government. As projects are approved by the State Budget Committee
the appropriations are transferred to the function of government from which they are disbursed.
In addition, expenditures under many federal grants are required to be spent before they are
reimbursed by the federal government. These actions are considered supplemental
appropriations; therefore, expenditures do not exceed appropriations for individual funds.

The legal level of budgetary control (the level on which expenditures may not legally exceed
appropriations) is maintained at the fund level by the State Budget Agency. When budgets are
submitted for each fund, certain recurring expenditures are not budgeted (such as tort claims)
according to instructions from the State Budget Agency to the various agencies. The Budget
Agency monitors all funds regularly in addition to monitoring excess general fund revenue that will
be available at the end of the fiscal year to cover the non-budgeted, recurring expenditures.
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State of Indiana

Combining Schedule of Revenues, Expenditures and

Changes in Fund Balances - Budget and Actual

(Budgetary Basis)

For the Year Ended June 30, 2017

(amounts expressed in thousands)

Revenues:
Taxes:
Income
Sales
Fuels
Gaming
Alcohol and tobacco
Insurance
Other
Total taxes
Current service charges
Investment income
Sales/rents
Grants
Other

Total revenues

Expenditures:

Current:
General government
Public safety
Health
Welfare
Conservation, culture and development
Education
Transportation

Debt service:
Capital lease principal
Capital lease interest

Total expenditures
Excess of revenues over (under) expenditures

Other financing sources (uses):
Total other financing sources (uses)

Net change in fund balances

Fund balances July 1, as restated

Fund balances June 30

General Fund

Variance to
Budget Actual Final Budget
Original Final
6,277,508 $ 6,277,508 $ 6,359,825 $ 82,317
7,839,640 7,839,640 7,492,374 (347,266)
- - 1,843 1,843
438,815 438,815 48,837 (389,978)
266,300 266,300 268,362 2,062
232,300 232,300 230,561 (1,739)
287,929 287,929 311,461 23,532
15,342,492 15,342,492 14,713,263 (629,229)
275,855 275,855 168,535 (107,320)
18,867 18,867 33,654 14,787
729 729 260 (469)
- - 1,669 1,669
8,073 8,073 27,555 19,482
15,646,016 15,646,016 14,944,936 (701,080)
1,361,571 2,376,139 1,000,075 1,376,064
1,825,811 1,102,519 1,093,949 8,570
50,512 46,731 48,174 (1,443)
3,787,100 1,311,957 970,060 341,897
163,065 98,633 95,223 3,410
10,086,106 9,797,477 9,701,110 96,367
144,874 194,219 143,469 50,750
- - 5,548 (5,548)
- - 391 (391)
17,419,039 14,927,675 13,057,999 1,869,676
(1,773,023) 718,341 1,886,937 (1,168,596)
(2,316,858) (2,316,858) (2,316,858) -
(4,089,881) $ (1,598,517) (429,921) $ 1,168,596
2,889,410
$ 2,459,489
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Public Welfare-Medicaid Assistance

Variance to
Budget Actual Final Budget
Original Final
- $ - - $ -
689,219 689,219 863,230 174,011
7,621,062 7,621,062 8,492,676 871,614
1 1 - 1)
8,310,282 8,310,282 9,355,906 1,045,624
6,778 17,822,927 11,461,746 6,361,181
6,778 17,822,927 11,461,746 6,361,181
8,303,504 (9,512,645) (2,105,840) (7,406,805)
2,191,289 2,191,289 2,191,289 -
10,494,793 $(7,321,356) 85,449 $ 7,406,805
433,385

518,834
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Infrastructure - Modified Reporting
Condition Rating of the State's Highways and Bridges

Average International Roughness Index (IRI),

Roads Right Wheal Path (RWP)

2017 2016 2015
Interstate Roads (excluding Rest Areas and Weigh Stations) 77.6 80.0 78.6
NHS Roads - Non-Interstate (excluding Rest Areas and Weigh Stations) 95.1 95.6 90.9
Non-NHS Roads 105.4 105.4 100.9
The condition of road pavement is based on the International Roughness Index (IRI), which is a measure of the roughness
of the pavement in terms of inches per mile, and applies both to Portland cement concrete (PCC) and hot mix asphalt (HMA)
pavements. IRI's range from zero for a pavement that is perfectly smooth to ratings above 170 for a pavement that warrants
replacement. The condition index is used to classify roads in excellent condition (0-79), good condition (80-114), satisfactory
condition (115-149), fair condition (150-169), and poor condition (170 and above). It is the State's policy to maintain a network
average of no more than 101 IRl (RWP). Condition assessments are determined on an annual basis for all roads maintained
by INDOT. The ratings provided are based on data gathered during the summer (May to October) for each fiscal year.
The data is evaluated and compared to standard criteria by the end of the fiscal year.
Bridges Average Sufficiency Rating

2017 2016 B 2015
Interstate Bridges 90.9% 90.8% 90.1%
NHS Bridges - Non-Interstate 91.7% 91.5% 90.2%
Non-NHS Bridges 90.5% 90.5% 90.2%

The condition of the State's bridges is measured based on a sufficiency rating, which is based on a weighted average of
four factors indicative of a bridge's sufficiency to remain in service. The sufficiency rating uses a measurement scale that
ranges from zero for an entirely insufficient or deficient bridge to 100 for an entirely sufficient bridge. The sufficiency rating is

used to classify bridges in excellent condition (90-100), good condition (80-89), fair condition (70-79), marginal condition (60-69),

and poor condition (below 60). It is the State's policy to maintain Interstate bridges at a minimum sufficiency rating of
87%, NHS Non-Interstate bridges at 85%, and Non-NHS bridges at 83%. Sufficiency ratings are determined at least on a
biennial basis for all bridges. Sufficiency ratings are determined more frequently for certain bridges depending on their design.
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Roads

Interstate Roads (including Rest Areas and Weigh
Stations):
Planned
Actual
NHS and Non-NHS Roads - Non-Interstate (including
Rest Areas and Weigh Stations)
Planned
Actual
Roads at State Institutions and Properties
Planned
Actual
Total
Planned
Actual

Bridges

Interstate Bridges
Planned
Actual
NHS Bridges - Non-Interstate
Planned
Actual
Non-NHS Bridges
Planned
Actual
Bridges at State Institutions and Properties
Planned
Actual
Total
Planned
Actual

Source: Indiana Department of Transportation

2017

246,165
171,413

393,319
344,826

453

639,484
516,692

106,125
141,487

46,003
42,633

93,649
102,920

245,777
287,040

201

126,191
125,283

277,605
220,215

260
241

404,056
345,739

57,794
82,044

31,892
33,116

82,601
77,573

172,287
192,733

$

Infrastructure - Modified Reporting
Comparison of Planned-to-Actual Maintenance/Preservation
(amounts expressed in thousands)

2015

89,148
104,327

146,134
167,298

235,282
271,625

59,637
44,736

46,121
38,240

79,775
67,345

185,533
150,321

201

161,222
160,064

260,501
245,864

868
322

422,591
406,250

40,755
28,728

37,982
32,121

63,939
49,030

142,676
109,879

N
o
—_
w

189,542
123,699

282,843
298,356

1,030
3,132

473,415
425,187

46,568
36,820

51,418
28,553

76,918
80,470

752

174,904
146,595
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OTHER SUPPLEMENTARY INFORMATION
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NON-MAJOR GOVERNMENTAL FUNDS

SPECIAL REVENUE FUNDS

Special revenue funds account for the proceeds of specific revenue sources that are legally
restricted to expenditure for specified purposes. Funds of material significance are presented
separately in these combining statements. All other funds are included under the description
“Other Non-Major Special Revenue Funds.”

The following funds are used to account for transportation and motor vehicle related programs:

Major Moves Construction Fund
Motor Vehicle Highway

Motor Vehicle Commission
Road & Street, Primary Highway
State Highway Fund

The following funds are used to account for health and environmental programs:

Indiana Check-Up Plan
Patients Compensation Fund
Tobacco Settlement Fund

The following funds are used to receive and distribute certain revenues to the proper sources:

State Gaming Fund
Build Indiana Fund

The following fund is used to account for federal and non-federal programs:

Fund 6000 Programs

The following fund is used to provide low interest construction and technology loans for qualifying
schools:

Common School Fund

The following funds are used to account for federal grant programs:

U.S. Department of Agriculture

U.S. Department of Transportation

U.S. Department of Education

U.S. Department of Health and Human Services
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NON-MAJOR GOVERNMENTAL FUNDS

CAPITAL PROJECTS FUNDS

Capital project funds account for financial resources to be used by the State for the acquisition or
construction of major capital facilities (other than those financed by proprietary and trust funds).
Funds of material significance are presented separately in these combining statements. All other
funds are included under the description “Other Non-Major Capital Projects Funds.”

State Police Building Commission Fund — This fund accounts for new construction,
rehabilitation and preventative maintenance for this state commission.

Post War Construction Fund — This fund accounts for new construction, rehabilitation and
preventative maintenance of penal, benevolent and charitable institutions of the state.

PERMANENT FUNDS

Permanent Funds account for resources of the State that are legally restricted to the extent that
only earnings, and not principal, may be used for purposes that support State programs. Funds
of material significance are presented separately in these combining statements. All other funds
are included under the description “Other Non-Major Permanent Funds.”

Next Generation Trust Fund - This fund is used to hold title to proceeds transferred to the
trust under IC 8-15.5-11. The interest is appropriated every five years beginning March 15,
2011 and is to be used exclusively for the provision of highways, roads, and bridges for the
benefit of the people of Indiana and the users of those facilities.



State of Indiana

Balance Sheet

Non-Major Governmental Funds
June 30, 2017

(amounts expressed in thousands)
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Non-Major Non-Major
Special Revenue Capital Projects
Funds Funds Total
ASSETS
Cash, cash equivalents and investments-
unrestricted $ 3,382,787 % 54,582 3,976,462
Receivables:
Taxes (net of allowance for uncollectible
accounts) 118,097 2,135 120,232
Accounts 48,241 94 48,335
Grants 379,735 - 379,735
Interest 661 - 662
Interfund loans 9,110 - 9,110
Due from component unit 24,068 - 24,068
Prepaid expenditures 120 43 163
Loans 476,165 - 476,165
Other 296 - 337
Total assets 4,439,280 56,854 5,035,269
Total assets and deferred outflow of
resources $ 4,439,280 $ 56,854 5,035,269
LIABILITIES
Accounts payable $ 461,391 % 984 462,375
Salaries and benefits payable 32,610 - 32,610
Interfund loans 662,059 - 662,059
Interfunds services used 4,345 - 4,345
Intergovernmental payable 138,252 - 138,252
Due to component unit 2,744 - 2,744
Tax refunds payable 4,571 - 4,571
Unearned revenue 10 - 10
Accrued liability for compensated absences-
current 2,424 - 2,424
Other payables 298 - 339
Total liabilities 1,308,704 984 1,309,729
DEFERRED INFLOW OF RESOURCES
Unavailable revenue 19,630 2 19,632
Total deferred inflow of resources 19,630 2 19,632
FUND BALANCE
Nonspendable 120 43 501,125 501,288
Committed 838,501 - 37,969 876,470
Assigned 2,889,280 55,825 - 2,945,105
Unassigned (616,955) - - (616,955)
Total fund balance 3,110,946 55,868 539,094 3,705,908

Total liabilities, deferred inflow of

resources, and fund balance $ 4,439,280 $ 56,854 § 539,135 $ 5,035,269
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State of Indiana

Statement of Revenues, Expenditures,
and Changes in Fund Balances

Non-Major Governmental Funds

For the Year Ended June 30, 2017

(amounts expressed in thousands)

Non-Major Non-Major Non-Major
Special Revenue Capital Projects Permanent
Funds Funds Funds Total
Revenues:
Taxes:
Income $ 144  $ - $ -8 144
Sales 66,618 - - 66,618
Fuels 822,845 - - 822,845
Gaming 573,022 - - 573,022
Alcohol and tobacco 151,661 19,745 - 171,406
Insurance 4,610 - - 4,610
Financial Institutions 101,388 - - 101,388
Other 15,834 - - 15,834
Total taxes 1,736,122 19,745 - 1,755,867
Current service charges 1,443,432 1,932 - 1,445,364
Investment income 6,876 - 16,599 23,475
Sales/rents 22,650 - - 22,650
Grants 4,952,812 1,494 - 4,954,306
Other 101,629 - - 101,629
Total revenues 8,263,521 23,171 16,599 8,303,291
Expenditures:
Current:
General government 408,717 - 5 408,722
Public safety 527,310 - - 527,310
Health 329,650 - - 329,650
Welfare 2,805,546 - - 2,805,546
Conservation, culture and development 451,188 - - 451,188
Education 1,363,587 - - 1,363,587
Transportation 2,805,336 - 641 2,805,977
Debt service:
Capital lease principal 57,658 - - 57,658
Capital lease interest 43,281 - - 43,281
Capital outlay - 20,599 - 20,599
Total expenditures 8,792,273 20,599 646 8,813,518
Excess (deficiency) of revenues over (under)
expenditures (528,752) 2,572 15,953 (510,227)
Other financing sources (uses):
Transfers in 2,806,167 475 - 2,806,642
Transfers (out) (2,680,132) - - (2,680,132)
Proceeds from capital lease 475,751 - - 475,751
Total other financing sources (uses) 601,786 475 - 602,261
Net change in fund balances 73,034 3,047 15,953 92,034
Fund Balance July 1, as restated 3,037,912 52,821 523,141 3,613,874
Fund Balance June 30 $ 3,110,946 $ 55,868 $ 539,094 $ 3,705,908
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State of Indiana

Combining Balance Sheet
Non-Major Special Revenue Funds
June 30, 2017

(amounts expressed in thousands)

ASSETS
Cash, cash equivalents and investments-
unrestricted
Receivables:
Taxes (net of allowance for uncollectible
accounts)
Accounts
Grants
Interest
Interfund loans
Due from component unit
Prepaid expenditures
Loans
Other
Total assets

Total assets and deferred outflow of
resources

LIABILITIES
Accounts payable
Salaries and benefits payable
Interfund loans
Interfunds services used
Intergovernmental payable
Due to component unit
Tax refunds payable
Unearned revenue
Accrued liability for compensated
absences-current
Other payables
Total liabilities

DEFERRED INFLOW OF RESOURCES
Unavailable revenue
Total deferred inflow of resources

FUND BALANCE
Nonspendable
Committed
Assigned
Unassigned

Total fund balance

Total liabilities, deferred inflow of
resources, and fund balance

MOTOR
STATE GAMING VEHICLE MOTOR VEHICLE BUILD INDIANA
FUND HIGHWAY COMMISSION FUND
$ 10,864  $ 75216  $ 49,466 $ 6,962
7,707 18,847 - -
- 2,605 6,301 -
- 6 - -
- 8,000 - -
- - - 24,068
18,571 104,674 55,767 31,030
$ 18,571 $ 104,674 §$ 55,767 $ 31,030
$ 23 % 42 3% 2293 $ 95
103 - 2,794 8
27 37 44 -
8,347 37,822 ] ]
- 1,126 - -
6 - 196 -
8,506 39,027 5,327 103
- 1,643 - -
- 1,643 - -
6,464 - - -
3,601 64,004 50,440 30,927
10,065 64,004 50,440 30,927
$ 18,571 $ 104,674 § 55,767 $ 31,030




Comprehensive Annual Financial Report - State of Indiana - 199

MAJOR MOVES PATIENTS
STATE CONSTRUCTION INDIANA CHECK FUND 6000 COMPENSATION
HIGHWAY FUND FUND UP PLAN PROGRAMS FUND
$ 520,021 486,486 $ 186,818 $ 358,574 169,249
32 - 19,909 3,012 -
15,925 - - 3,061 6,779
31 - - 44 -
50 21 - 57 342
- - - 882 -
11,392 - - 164 -
- 230 - 5 33
547,451 486,737 206,727 365,799 176,403
$ 547,451 486,737 $ 206,727 $ 365,799 176,403
$ 34,943 41 $ 7,452 $ 93,058 31,199
8,529 - - 927 24
8,000 - - - -
672 - - 304 9
- - - 224 -
- - - 48 -
10 - - - -
683 - - 60 3
- 230 - 5 33
52,837 271 7,452 94,626 31,268
355 - 10,547 1,710 -
355 - 10,547 1,710 -
- - 188,728 12,114 -
494,259 486,466 - 257,349 145,135
494,259 486,466 188,728 269,463 145,135
$ 547,451 486,737 $ 206,727 $ 365,799 176,403

continued on next page
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State of Indiana

Combining Balance Sheet
Non-Major Special Revenue Funds
June 30, 2017

(amounts expressed in thousands)

ASSETS
Cash, cash equivalents and investments-
unrestricted
Receivables:
Taxes (net of allowance for uncollectible
accounts)
Accounts
Grants
Interest
Interfund loans
Due from component unit
Prepaid expenditures
Loans
Other
Total assets

Total assets and deferred outflow of
resources

LIABILITIES
Accounts payable
Salaries and benefits payable
Interfund loans
Interfunds services used
Intergovernmental payable
Due to component unit
Tax refunds payable
Unearned revenue
Accrued liability for compensated absences-
current
Other payables
Total liabilities

DEFERRED INFLOW OF RESOURCES
Unavailable revenue
Total deferred inflow of resources

FUND BALANCE
Nonspendable:
Committed:
Assigned:
Unassigned:

Total fund balance

Total liabilities, deferred inflow of
resources, and fund balance

ROAD &
STREET, TOBACCO

PRIMARY SETTLEMENT COMMON US DEPARTMENT
HIGHWAY FUND SCHOOL FUND OF AGRICULTURE

$ 18,725  $ 108,534 $ 114764 $ 4,693
6,496 - - -

507 - - -

- - - 7,158

- - 463,732 -

- - 20 -

25,728 108,534 578,516 11,851

$ 25728 $ 108534 $ 578516 $ 11,851
$ - % 546 $ -3 6,727
- 17 - 229

- 2 - 26

7,506 - - 12,003

- 2,520 - -

9 - - -

- 1 - 24

- - 20 -

7,515 3,086 20 19,009

573 - - -

573 - - -

] - 578,496 -

17,640 105,448 ; ;
- - - (7,158)
17,640 105,448 578,496 (7,158)

$ 25728 $ 108,534 §$ 578516 $ 11,851
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OTHER NON-
US DEPARTMENT  MAJOR SPECIAL
US DEPARTMENT OF US DEPARTMENT OF OF HEALTH & REVENUE
TRANSPORTATION EDUCATION HUMAN SERVICES FUNDS TOTAL

360,534 $ -3 - $ 911881 $ 3,382,787
- - - 62,094 118,097

- - 343 12,720 48,241

85,863 47,260 169,673 69,706 379,735

- - - 185 661

) ; - 228 9,110

- - - - 24,068

120 - - - 120

- - - 877 476,165

- - - 8 296
446,517 47,260 170,016 1,057,699 4,439,280
446,517 $ 47,260 $ 170,016 $ 1,057,699  $ 4,439,280
138,791  $ 17,422 $ 74125 $ 54634 $ 461,391
85 1,023 8,315 10,556 32,610

- 4,369 648,580 1,110 662,059

34 94 1,777 1,319 4,345

- 70,712 - 1,862 138,252

- - - - 2,744

- - - 3,388 4,571

- - - - 10

2 65 591 793 2,424

- - - 10 208
138,912 93,685 733,388 73,672 1,308,704
- - - 4,802 19,630

- - - 4,802 19,630

120 - - - 120

) ; - 52,699 838,501
307,485 - - 926,526 2,889,280
- (46,425) (563,372) - (616,955)
307,605 (46,425) (563,372) 979,225 3,110,946

446,517 $ 47,260 $ 170,016 $ 1,057,699 $ 4,439,280
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State of Indiana

Combining Statement of Revenues, Expenditures,
and Changes in Fund Balances

Non-Major Special Revenue Funds

For the Year Ended June 30, 2017

(amounts expressed in thousands)

MOTOR MOTOR
STATE GAMING VEHICLE VEHICLE BUILD INDIANA
FUND HIGHWAY COMMISSION FUND
Revenues:
Taxes:
Income $ - $ - $ - $ -
Sales - 54,952 - -
Fuels - 429,478 - -
Gaming 546,729 - - -
Alcohol and tobacco - - - -
Insurance - - - -
Financial Institutions - - - -
Other - - - -
Total taxes 546,729 484,430 - -
Current service charges 1,747 274,248 98,973 228,628
Investment income - 22 - -
Sales/rents - - - -
Grants - - - -
Other - - - -
Total revenues 548,476 758,700 98,973 228,628
Expenditures:
Current:
General government 117,602 - - 365
Public safety - 1 90,398 -
Health - - - -
Welfare - - - -
Conservation, culture and development - - - 395
Education - - - 2,739
Transportation - 381,284 - 1,789
Debt service:
Capital lease principal - - 8 -
Capital lease interest - - -
Total expenditures 117,602 381,285 90,406 5,288
Excess (deficiency) of revenues over (under)
expenditures 430,874 377,415 8,567 223,340
Other financing sources (uses):
Transfers in 600 35,083 8,500 31,337
Transfers (out) (431,689) (405,337) - (245,606)
Proceeds from capital lease - - 34 -
Total other financing sources (uses) (431,089) (370,254) 8,534 (214,269)
Net change in fund balances (215) 7,161 17,101 9,071
Fund Balance July 1, as restated 10,280 56,843 33,339 21,856
Fund Balance June 30 $ 10,065 $ 64,004 $ 50,440 $ 30,927
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MAJOR MOVES PATIENTS

STATE CONSTRUCTION  INDIANA CHECK: FUND 6000 COMPENSATION
HIGHWAY FUND FUND UP PLAN PROGRAMS FUND

$ -8 -8 - -8 -

- - - 2,232 -

28,897 - - 1 -

- - - 619 -

- - 114,849 - -

- - - 101,388 -

- - - 14,702 -

28,897 - 114,849 118,942 -

25,042 - 50,140 140,808 137,273

209 4,717 - 221 933

2,351 - - 5,011 -

1,271 - - 16,726 -

84,723 - - 13,037 -

142,493 4,717 164,989 294,745 138,206

- - - 133,540 -

; ; - 44,032 116,115

- - 10,867 2,135 -

- - - 2,195 -

- - - 13,968 -

- - - 12,864 -

995,719 2,348 - 1,895 -

57,567 - - 32 -

43,278 - - 1 -

1,096,564 2,348 10,867 210,662 116,115

(954,071) 2,369 154,122 84,083 22,091

1,124,821 - - 49,001 -

(549,114) (178,802) (162,794) (97,095) (14)

475,401 - - 250 -

1,051,108 (178,802) (162,794) (47,844) (14)

97,037 (176,433) (8,672) 36,239 22,077

397,222 662,899 197,400 233,224 123,058

$ 494259 $ 486,466 $ 188,728 269,463 $ 145,135

continued on next page
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State of Indiana

Combining Statement of Revenues, Expenditures,

and Changes in Fund Balances
Non-Major Special Revenue Funds
For the Year Ended June 30, 2017

(amounts expressed in thousands)

Revenues:
Taxes:
Income
Sales
Fuels
Gaming
Alcohol and tobacco
Insurance
Financial Institutions
Other
Total taxes
Current service charges
Investment income
Sales/rents
Grants
Other

Total revenues

Expenditures:

Current:
General government
Public safety
Health
Welfare
Conservation, culture and development
Education
Transportation

Debt service:
Capital lease principal
Capital lease interest

Total expenditures

Excess (deficiency) of revenues over expenditures
Other financing sources (uses):
Transfers in
Transfers (out)
Proceeds from capital lease
Total other financing sources (uses)
Net change in fund balances

Fund Balance July 1, as restated

Fund Balance June 30

ROAD & us
STREET, TOBACCO DEPARTMENT
PRIMARY SETTLEMENT COMMON OF
HIGHWAY FUND SCHOOL FUND  AGRICULTURE

-3 -3 -3 -
199,594 ; ) ]
199,594 - - .

17,931 139,109 2,863 -

- 9 - -

- - 1,618,000

- 1 564 15
217,525 139,119 3,427 1,618,015

- - 352 6,293

- - - 4,715

- 47,150 - 136,679

- - - 1,124,188

- - - 2,552

- 11,572 - 422,956

76,023 - - -
76,023 58,722 352 1,697,383
141,502 80,397 3,075 (79,368)
- 370 - 84,971
(139,423) (61,918) - (593)
(139,423) (61,548) - 84,378
2,079 18,849 3,075 5,010
15,561 86,599 575,421 (12,168)
17,640 105448 $ 578,496 $ (7,158)
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us
DEPARTMENT OTHER NON-
US DEPARTMENT us OF HEALTH&  MAJOR SPECIAL
OF DEPARTMENT HUMAN REVENUE
TRANSPORTATION  OF EDUCATION SERVICES FUNDS Total

$ - % - % - % 144 144
- - - 9,434 66,618

- - - 164,875 822,845

- - - 25,674 573,022

- - - 36,812 151,661

B} - - 4,610 4,610

- - - - 101,388

- - - 1,132 15,834

- - - 242,681 1,736,122

- - 1,191 325,479 1,443,432

- - - 765 6,876

- - - 15,288 22,650

896,027 705,726 1,314,769 400,293 4,952,812

- 4 1,918 1,367 101,629

896,027 705,730 1,317,878 985,873 8,263,521

2,043 660 22,536 125,326 408,717

18,522 1,981 10,216 241,330 527,310

195 - 123,504 9,120 329,650

- 88,536 1,507,789 82,838 2,805,546

1,672 31,777 5,591 395,233 451,188

- 601,078 175,948 136,430 1,363,587

1,167,496 - - 178,782 2,805,336

- - 51 - 57,658

- - 2 - 43,281

1,189,928 724,032 1,845,637 1,169,059 8,792,273
(293,901) (18,302) (527,759) (183,186) (528,752)

544,421 37,373 323,366 566,324 2,806,167
(40,250) (1,197) (54,585) (311,715) (2,680,132)

- - 66 - 475,751

504,171 36,176 268,847 254,609 601,786

210,270 17,874 (258,912) 71,423 73,034

97,335 (64,299) (304,460) 907,802 3,037,912

$ 307,605 $ (46,425) $ (563,372) $ 979,225 3,110,946
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State of Indiana

Combining Balance Sheet
Non-Major Capital Project Funds
June 30, 2017

(amounts expressed in thousands)

State Police Other Non-Major
Building Post War Capital Projects
Commission Construction Funds Total
ASSETS
Cash, cash equivalents and investments-
unrestricted $ 1,828 $ 43,260 $ 9,494  $ 54,582
Receivables:
Taxes (net of allowance for uncollectible
accounts) - 2,135 - 2,135
Accounts 94 - - 94
Prepaid expenditures - 43 - 43
Total assets 1,922 45,438 9,494 56,854
Total assets and deferred outflow of
resources $ 1922 % 45438 $ 9,494 $ 56,854
LIABILITIES
Accounts payable $ 71 $ 541  $ 372 $ 984
Total liabilities 71 541 372 984
DEFERRED INFLOW OF RESOURCES
Unavailable revenue - 2 - 2
Total deferred inflow of resources - 2 - 2
FUND BALANCE
Nonspendable - 43 - 43
Assigned 1,851 44,852 9,122 55,825
Total fund balance 1,851 44,895 9,122 55,868

Total liabilities, deferred inflow of resources,
and fund balance $ 1,922 § 45438 § 9,494 § 56,854
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State of Indiana

Combining Statement of Revenues, Expenditures,
and Changes in Fund Balances

Non-Major Capital Projects Funds

For the Year Ended June 30, 2017

(amounts expressed in thousands)

State Police Other Non-Major
Building Post War Capital Projects
Commission Construction Funds Total
Revenues:
Taxes:

Alcohol and tobacco $ - $ 19,745 $ - $ 19,745
Total taxes - 19,745 - 19,745
Current service charges 1,932 - - 1,932
Grants - - 1,494 1,494

Total revenues 1,932 19,745 1,494 23,171
Expenditures:
Capital outlay 710 16,468 3,421 20,599
Total expenditures 710 16,468 3,421 20,599

Excess (deficiency) of revenues over (under)

expenditures 1,222 3,277 (1,927) 2,572
Other financing sources (uses):

Transfers in - - 475 475
Total other financing sources (uses) - - 475 475

Net change in fund balances 1,222 3,277 (1,452) 3,047

Fund Balance July 1, as restated 629 41,618 10,574 52,821

Fund Balance June 30 $ 1,851 $ 44,895 $ 9,122 $ 55,868
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State of Indiana

Combining Balance Sheet
Non-Major Permanent Funds
June 30, 2017

(amounts expressed in thousands)

Next Generation Other Non-Major

Trust Fund Permanent Funds Total
ASSETS
Cash, cash equivalents and investments-
unrestricted $ 537,963 % 1,130 $ 539,093
Interest 1 - 1
Other 41 - 41
Total assets 538,005 1,130 539,135
Total assets and deferred outflow of
resources $ 538,005 $ 1,130 $ 539,135
LIABILITIES
Other payables $ 41 3% - $ 41
Total liabilities 41 - 41
FUND BALANCE
Nonspendable 500,000 1,125 501,125
Committed 37,964 5 37,969
Total fund balance 537,964 1,130 539,094

Total liabilities, deferred inflow of
resources, and fund balance $ 538,005 $ 1,130 $ 539,135
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State of Indiana

Combining Statement of Revenues, Expenditures,
and Changes in Fund Balances

Non-Major Permanent Funds

For the Year Ended June 30, 2017

(amounts expressed in thousands)

Other Non-Major

Next Generation Permanent
Trust Fund Funds Total
Revenues:
Investment income $ 16,594 $ 5 $ 16,599
Total revenues 16,594 5 16,599
Expenditures:
Current:
General government - 5 5
Transportation 641 - 641
Total expenditures 641 5 646
Excess (deficiency) of revenues over (under)
expenditures 15,953 - 15,953
Net change in fund balances 15,953 - 15,953
Fund Balance July 1, as restated 522,011 1,130 523,141

Fund Balance June 30 $ 537,964 $ 1,130 $ 539,094
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State of Indiana

Combining Schedule of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual

(Budgetary Basis)

For the Year Ended June 30, 2017

(amounts expressed in thousands)

State Gaming Fund

Variance to
Budget Actual Final Budget

Original Final

Revenues:

Taxes:
Income $ - $ - $ - $ -
Sales - - - -
Fuels - - - -
Gaming 557,161 557,161 543,778 (13,383)
Unemployment - - - -
Alcohol and tobacco - - - -
Insurance - - - -
Financial institutions - - - -
Other - - - -

Total taxes 557,161 557,161 543,778 (13,383)
Current service charges 1,831 1,831 1,747 (84)
Investment income - - - -
Sales/rents - - - -
Grants - - - -
Other - - - -

Total revenues 558,992 558,992 545,525 (13,467)

Expenditures:

Current:
General government 4,298 585,224 109,403 475,821
Public safety - - - -
Health - - - R
Welfare - - - R
Conservation, culture and development - - - R
Education - - - R
Transportation - - - -

Debt service:
Capital lease principal - - - -
Capital lease interest - - - -

Total expenditures 4,298 585,224 109,403 475,821

Excess of revenues over (under) expenditures 554,694 (26,232) 436,122 (462,354)

Other financing sources (uses):
Total other financing sources (uses) (431,089) (431,089) (431,089) -

Net change in fund balances $ 123,605 $ (457,321) 5,033 $ 462,354

Fund balances July 1, as restated 5,809

Fund balances June 30 $ 10,842
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Motor Vehicle Highway Fund Motor Vehicle Commission
Variance to Variance to
Budget Actual Final Budget Budget Actual Final Budget
Original Final Original Final

$ - $ - $ - $ - $ - $ - $ - $ -
72,634 72,634 55,181 (17,453) - - - -
415,102 415,102 422,514 7,412 - - - -
487,736 487,736 477,695 (10,041) - - - -
282,729 282,729 274,443 (8,286) 97,185 97,185 98,286 1,101

- - 16 16 - - - -

770,465 770,465 752,154 (18,311) 97,185 97,185 98,286 1,101
- - - - 130,969 84,534 89,288 (4,754)

373,857 786,499 380,546 405,953 - - - -
- - - - - - 8 ®
373,857 786,499 380,546 405,953 130,969 84,534 89,296 (4,762)
396,608 (16,034) 371,608 (387,642) (33,784) 12,651 8,990 3,661
(370,254) (370,254) (370,254) - 8,500 8,500 8,500 -
$ 26,354 $ (386,288) 1,354 $ 387,642 $ (25284) $ 21,151 17,490 $ (3,661)
81,860 30,841
$ 83,214 $ 48,331

continued on next page
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State of Indiana

Combining Schedule of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual

(Budgetary Basis)

For the Year Ended June 30, 2017

(amounts expressed in thousands)

Build Indiana Fund

Budget Actual

Variance to
Final Budget

Original Final
Revenues:
Taxes:

Income $ - $ - $ -
Sales - - -
Fuels - - -
Gaming - - -
Unemployment - - -
Alcohol and tobacco - - -
Insurance - - -
Financial institutions - - -
Other - - -

Total taxes - - R
Current service charges 251,161 251,161 220,045
Investment income - - -
Sales/rents - - -
Grants - - -
Other - - -

(31,116)

Total revenues 251,161 251,161 220,045

(31,116)

Expenditures:
Current:
General government 6,165 250,374 365
Public safety - - -
Health - - -
Welfare - - -
Conservation, culture and development - 395 395
Education 6,770 1,306 2,750
Transportation 2,086 1,013 2,116
Debt service:
Principal - - -
Interest, finance fees - - -

250,009

Total expenditures 15,021 253,088 5,626

247,462

Excess of revenues over (under) expenditures 236,140 (1,927) 214,419

Other financing sources (uses):
Total other financing sources (uses) (214,269) (214,269) (214,269)

(216,346)

Net change in fund balances $ 21,871 $ (216,196) 150

Fund balances July 1, as restated 6,786

Fund balances June 30 $ 6,936

$ 216,346



Comprehensive Annual Financial Report - State of Indiana - 213

State Highway Fund Major Moves Construction Fund
Variance to Variance to
Budget Actual Final Budget Budget Actual Final Budget
Original Final Original Final
- $ - $ - $ - $ - $ - $ - $ -
31,133 31,133 31,573 440 - - - -
31,133 31,133 31,573 440 - - - -
25,010 25,010 25,133 123 - - - -
200 200 159 (41) 10,280 10,280 6,919 (3,361)
1,489 1,489 2,543 1,054 - - - -
188 188 1,282 1,094 - - - -
53,001 53,001 84,728 31,727 - - - -
111,021 111,021 145,418 34,397 10,280 10,280 6,919 (3,361)
10,440 - - - - - - -
902,024 641,646 515,603 126,043 - 165 165 -
- - 57,567 (57,567) - - - -
- - 43,278 (43,278) - - - -
912,464 641,646 616,448 25,198 - 165 165 -
(801,443) (530,625) (471,030) (59,595) 10,280 10,115 6,754 3,361
575,707 575,707 575,707 - (178,802) (178,802) (178,802) -
(225,736) % 45,082 104,677 $ 59,595 $ (168,522) $ (168,687) (172,048) $ (3,361)
410,241 663,250
$ 514,918 $ 491,202

continued on next page



214 - State of Indiana - Comprehensive Annual Financial Report

State of Indiana

Combining Schedule of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual

(Budgetary Basis)

For the Year Ended June 30, 2017

(amounts expressed in thousands)

Indiana Check-Up Plan

Variance to
Budget Actual Final Budget

Original Final
Revenues:
Taxes:

Income $ - $ - $ - $ -
Sales - - - -
Fuels - - - -
Gaming
Unemployment - - - -
Alcohol and tobacco 117,613 117,613 115,167 (2,446)
Insurance - - - -
Financial institutions -

Other -

Total taxes 117,613 117,613 115,167 (2,446)
Current service charges - - 50,140 50,140
Investment income - - - -
Sales/rents - - - -
Grants - - - -
Other - - - -

Total revenues 117,613 117,613 165,307 47,694

Expenditures:

Current:
General government - - - -
Public safety -
Health 132,922 1,555 9,217 (7,662)
Welfare -
Conservation, culture and development - -
Education
Transportation

Debt service:
Principal -

Interest, finance fees -

Total expenditures 132,922 1,555 9,217 (7,662)

Excess of revenues over (under) expenditures (15,309) 116,058 156,090 (40,032)

Other financing sources (uses):
Total other financing sources (uses) (162,794) (162,794) (162,794)

Net change in fund balances $ (178,103) $ (46,736) (6,704) $ 40,032

Fund balances July 1, as restated 193,336

Fund balances June 30 $ 186,632
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Fund 6000 Programs Patients Compensation Fund
Variance to Variance to
Budget Actual Final Budget Budget Actual Final Budget
Original Final Original Final
- $ - $ - $ - $ - $ - $ - $ -
2,115 2,115 2,219 104 - - - -
756 756 747 9) - - - -
120,198 120,198 100,966 (19,232) - - - -
13,891 13,891 15,146 1,255 - - - -
136,960 136,960 119,078 (17,882) - - - -
119,479 119,479 138,840 19,361 130,179 130,179 135,718 5,539
175 175 348 173 118 118 351 233
5,480 5,480 4,867 (613) - - - -
14,846 14,846 18,324 3,478 - - - -
9,145 9,145 12,915 3,770 - - - -
286,085 286,085 294,372 8,287 130,297 130,297 136,069 5,772
23,534 350,326 132,621 217,705 - - - -
11,396 90,864 43,115 47,749 2,635 283,509 113,536 169,973
2,785 3,681 1,931 1,750 - - - -
943 18,443 2,403 16,040 - - - -
8,639 29,945 13,577 16,368 - - - -
462 22,990 12,718 10,272 - - - -
3,041 1,937 2,184 (247) - - - -
- - 32 (32) - - - -
- R 1 1) - R - -
50,800 518,186 208,582 309,604 2,635 283,509 113,536 169,973
235,285 (232,101) 85,790 (317,891) 127,662 (153,212) 22,533 (175,745)
(48,094) (48,094) (48,094) - (14) (14) (14) -
187,191 $ (280,195) 37,696 $ 317,891 $ 127,648 $ (153,226) 22,519 $ 175,745
234,440 146,746
$ 272,136 $ 169,265

continued on next page
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State of Indiana

Combining Schedule of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual

(Budgetary Basis)

For the Year Ended June 30, 2017

(amounts expressed in thousands)

Road and Street, Primary Highway

Variance to
Budget Actual Final Budget

Original Final
Revenues:
Taxes:

Income $ - $ - $ - $ -
Sales - - - -
Fuels 199,408 199,408 198,268 (1,140)
Gaming - - - -
Unemployment - - - -
Alcohol and tobacco - - - -
Insurance - - - -
Financial institutions - - - -
Other - - - -

Total taxes 199,408 199,408 198,268 (1,140)
Current service charges 18,391 18,391 17,793 (598)
Investment income - - - -
Sales/rents - - - -
Grants - - - -
Other - - - -

Total revenues 217,799 217,799 216,061 (1,738)

Expenditures:
Current:
General government - - - R
Public safety - - - -
Health - - - -
Welfare - - - -
Conservation, culture and development - - - -
Education - - - -
Transportation - 309,331 75,591 233,740
Debt service:
Principal - - - -
Interest, finance fees - - - -

Total expenditures - 309,331 75,591 233,740

Excess of revenues over (under) expenditures 217,799 (91,532) 140,470 (232,002)

Other financing sources (uses):
Total other financing sources (uses) (139,423) (139,423) (139,423) -

Net change in fund balances $ 78,376 $ (230,955) 1,047 $ 232,002

Fund balances July 1, as restated 17,679

Fund balances June 30 $ 18,726
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Tobacco Settlement Fund Common School Fund
Variance to Variance to
Budget Actual Final Budget Budget Actual Final Budget
Original Final Original Final

- $ - $ - $ - $ - $ - $ - $ -
136,938 136,938 139,109 2,171 4,140 4,140 2,863 (1,277)
8 8 9 1 - - - -
- - 1 1 4 4 572 568
136,946 136,946 139,119 2,173 4,144 4,144 3,435 (709)
12,299 - - - - 22,661 - 22,661
121,374 57,127 47,733 9,394 - - - -
4,423 29,729 11,571 18,158 - - - -
138,096 86,856 59,304 27,552 - 22,661 - 22,661
(1,150) 50,090 79,815 (29,725) 4,144 (18,517) 3,435 (21,952)
(61,548) (61,548) (61,548) - - - - R
(62,698) $ (11,458) 18,267 $ 29,725 $ 4,144 $ (18,517) 3,435 $ 21,952

88,914 575,145

$ 107,181 $ 578,580

continued on next page
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State of Indiana

Combining Schedule of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual

(Budgetary Basis)

For the Year Ended June 30, 2017

(amounts expressed in thousands)

U.S. Department of Agriculture

Variance to
Budget Actual Final Budget

Original Final
Revenues:
Taxes:

Income $ - $ - $ - $ -
Sales - - - -
Fuels - - - -
Gaming - - - -
Unemployment - - - -
Alcohol and tobacco - - - -
Insurance - - - -
Financial institutions - - - -
Other - - - -

Total taxes - - R R
Current service charges - - - -
Investment income - - - -
Sales/rents - - - -
Grants 1,760,919 1,760,919 1,621,672 (139,247)
Other 2 2 15 13

Total revenues 1,760,921 1,760,921 1,621,687 (139,234)

Expenditures:
Current:
General government 637 10,912 6,319 4,593
Public safety 19 8,092 4,678 3,414
Health 17,978 213,277 136,536 76,741
Welfare 8,638 2,039,302 1,124,716 914,586
Conservation, culture and development 1,143 9,549 2,487 7,062
Education 6,033 494,428 422,424 72,004
Transportation - - - -
Debt service:
Principal - - - -
Interest, finance fees - - - -

Total expenditures 34,448 2,775,560 1,697,160 1,078,400

Excess of revenues over (under) expenditures 1,726,473 (1,014,639) (75,473) (939,166)

Other financing sources (uses):
Total other financing sources (uses) 84,378 84,378 84,378 -

Net change in fund balances $ 1,810,851 $ (930,261) 8,905 $ 939,166

Fund balances July 1, as restated (3,996)

Fund balances June 30 $ 4,909
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U.S. Department of Transportation U.S. Department of Education
Variance to Variance to
Budget Actual Final Budget Budget Actual Final Budget
Original Final Original Final
- $ - $ - $ - $ - $ - $ - $ -
1,056,957 1,056,957 1,003,306 (53,651) 687,270 687,270 700,192 12,922
24 24 - (24) - - 4 4
1,056,981 1,056,981 1,003,306 (53,675) 687,270 687,270 700,196 12,926
225 6,189 2,043 4,146 - 925 661 264
4,856 51,078 17,799 33,279 265 2,331 2,016 315
- 493 195 298 - - - -
- 13 - 13 30,439 233,226 86,457 146,769
3,260 3,464 1,702 1,762 9,356 36,730 29,580 7,150
- - - - 46,911 816,962 606,495 210,467
1,398,966 2,384,510 1,214,850 1,169,660 - - - -
1,407,307 2,445,747 1,236,589 1,209,158 86,971 1,090,174 725,209 364,965
(350,326) (1,388,766) (233,283) (1,155,483) 600,299 (402,904) (25,013) (377,891)
504,171 504,171 504,171 - 36,176 36,176 36,176 -
153,845 $ (884,595) 270,888 $ 1,155,483 $ 636,475 $ (366,728) 11,163 $ 377,891
64,023 (19,629)
$ 334,911 $ (8,466)

continued on next page
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State of Indiana

Combining Schedule of Revenues, Expenditures and

Changes in Fund Balances - Budget and Actual

(Budgetary Basis)
For the Year Ended June 30, 2017

(amounts expressed in thousands)

U.S. Department of Health and Human Services

Variance to
Budget Actual Final Budget
Original Final
Revenues:
Taxes:
Income $ - $ - - $ -
Sales - - - -
Fuels - - - -
Gaming - - - -
Unemployment - - - -
Alcohol and tobacco - - - -
Insurance - - - -
Financial institutions - - - -
Other - - - -
Total taxes - - - -
Current service charges 1,024 1,024 1,191 167
Investment income - - - -
Sales/rents - - - -
Grants 1,288,470 1,288,470 1,346,294 57,824
Other - - 1,918 1,918
Total revenues 1,289,494 1,289,494 1,349,403 59,909
Expenditures:
Current:
General government 2,861 31,205 22,554 8,651
Public safety 4,749 18,072 10,065 8,007
Health 65,262 274,632 123,037 151,595
Welfare 442,236 2,376,599 1,530,741 845,858
Conservation, culture and development 2,023 6,478 5,581 897
Education 18 175,966 175,405 561
Transportation - 6 - 6
Debt service:
Principal - - 51 (51)
Interest, finance fees - - 2 (2)
Total expenditures 517,149 2,882,958 1,867,436 1,015,522
Excess of revenues over (under) expenditures 772,345 (1,593,464) (518,033) (1,075,431)
Other financing sources (uses):
Total other financing sources (uses) 268,781 268,781 268,781 -
Net change in fund balances $ 1,041,126 $  (1,324,683) (249,252) $ 1,075,431
Fund balances July 1, as restated (282,200)

Fund balances June 30

(531,452)



Comprehensive Annual Financial Report - State of Indiana - 221

Other Non-Major Special Revenue Funds

Variance to
Budget Actual Final Budget
Original Final
Revenues:
Taxes:
Income $ 152 $ 152 $ 144 $ (8)
Sales 8,987 8,987 9,395 408
Fuels 163,010 163,010 166,060 3,050
Gaming 24,693 24,693 25,392 699
Unemployment - - - -
Alcohol and tobacco 36,944 36,944 36,668 (276)
Insurance 4,989 4,989 4,610 (379)
Financial institutions - - - -
Other 15,389 15,389 7,198 (8,191)
Total taxes 254,164 254,164 249,467 (4,697)
Current service charges 335,700 335,700 322,763 (12,937)
Investment income 776 776 1,161 385
Sales/rents 11,632 11,632 6,365 (5,267)
Grants 417,539 417,539 397,218 (20,321)
Other 5,884 5,884 1,302 (4,582)
Total revenues 1,025,695 1,025,695 978,276 (47,419)
Expenditures:
Current:
General government 78,692 517,213 124,353 392,860
Public safety 255,855 537,101 229,650 307,451
Health 6,686 12,683 9,592 3,091
Welfare 57,903 968,670 83,226 885,444
Conservation, culture and development 248,895 812,436 405,988 406,448
Education 4,746 444,021 145,421 298,600
Transportation 133,257 181,749 176,908 4,841
Debt service:
Principal - - - -
Interest, finance fees - - - -
Total expenditures 786,034 3,473,873 1,175,138 2,298,735
Excess of revenues over (under) expenditures 239,661 (2,448,178) (196,862) (2,251,316)
Other financing sources (uses):
Total other financing sources (uses) 254,609 254,609 254,609 -
Net change in fund balances $ 494,270 $  (2,193,569) 57,747 $ 2,251,316
Fund balances July 1, as restated 841,773

Fund balances June 30 $ 899,520
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Budget/GAAP Reconciliation
Nonmajor Special Revenue Funds

The cash basis of accounting (budgetary basis) is applied to each bud-
get. The budgetary basis differs from GAAP. The major differences
between budgetary (non-GAAP) basis and GAAP basis are:

(amounts expressed in thousands) Nonmajor
Special
Revenue
Funds
Net change in fund balances (budgetary basis) $ 132,855

Adjustments necessary to convert the results of operations on
a budgetary basis to a GAAP basis are:

Revenues are recorded when earned (GAAP) as opposed to
when cash is received (budgetary) (55,927)

Expenditures are recorded when the liability is incurred
(GAAP) as opposed to when payment is made (budgetary) 71,590

Funds not subject to legally adopted budget 486

Net change in fund balances (GAAP basis) $ 149,004
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NON-MAJOR PROPRIETARY FUNDS

ENTERPRISE FUNDS

Enterprise Funds account for operations established to provide services to the general public in a
manner similar to private business enterprises. Cost of providing the goods or services are
financed or recovered primarily through fees and user charges. The non-major enterprise funds
are as follows:

Residual Malpractice Insurance Authority — IC 34-18-17 created the Residual Malpractice
Insurance Authority to make malpractice liability insurance available to those who cannot
obtain this coverage through other insurers. The Indiana Department of Insurance is the
designated residual malpractice insurance authority per State law. Revenues are from the
premiums collected.

Inns and Concessions - This fund accounts for the operations of various State Park Inns
which provide lodging throughout the year for park tourists, and for the restaurant and
concessions at Fort Benjamin Harrison.
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State of Indiana

Combining Statement of Fund Net Position
Non-Major Enterprise Funds

June 30, 2017

(amounts expressed in thousands)

Residual
Malpractice Inns and
Insurance Authority Concessions Total
Assets
Current assets:
Cash, cash equivalents and investments - unrestricted $ 65,910 $ 11,173 $ 77,083
Receivables:
Accounts 61 300 361
Interest 289 - 289
Inventory - 729 729
Prepaid expenses - 116 116
Other assets 70 - 70
Total current assets 66,330 12,318 78,648
Noncurrent assets:
Capital assets:
Capital assets being depreciated/amortized - 714 714
less accumulated depreciation/amortization - (511) (511)
Total capital assets, net of depreciation/amortization - 203 203
Total noncurrent assets - 203 203
Total assets 66,330 12,521 78,851
Liabilities
Current liabilities:
Accounts payable - 614 614
Claims payable 2,097 - 2,097
Salaries and benefits payable - 393 393
Accrued liability for compensated absences - 207 207
Unearned revenue 448 4,017 4,465
Other liabilities 18 263 281
Total current liabilities 2,563 5,494 8,057
Noncurrent liabilities:
Accrued liability for compensated absences - 506 506
Claims payable 22,903 - 22,903
Total noncurrent liabilites 22,903 506 23,409
Total liabilities 25,466 6,000 31,466
Net position
Net investment in capital assets - 203 203
Unrestricted (deficit) 40,864 6,318 47,182

Total net position $ 40,864 $ 6,521 $ 47,385
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State of Indiana

Combining Statement of Revenues, Expenses
and Changes in Fund Net Position

Non-Major Enterprise Funds

For the Fiscal Year Ended June 30, 2017

(amounts expressed in thousands)

Residual Malpractice Inns and
Insurance Authority Concessions Total
Operating revenues:
Sales/rents/premiums $ 876 $ 26,393 $ 27,269
Other - 174 174
Total operating revenues 876 26,567 27,443
Cost of sales - 5,258 5,258
Gross margin 876 21,309 22,185
Operating expenses:
General and administrative expense 548 17,771 18,319
Claims expense 635 - 635
Depreciation and amortization - 42 42
Other - 26 26
Total operating expenses 1,183 17,839 19,022
Operating income (loss) (307) 3,470 3,163
Nonoperating revenues (expenses):
Interest and other investment income - 25 25
Interest and other investment expense (1,131) - (1,131)
Total nonoperating revenues (expenses) (1,131) 25 (1,106)
Income before contributions and transfers (1,438) 3,495 2,057
Transfers (out) - (2,242) (2,242)
Change in net position (1,438) 1,253 (185)
Total net position, July 1, as restated 42,302 5,268 47,570

Total net position, June 30 $ 40,864 $ 6,521 $ 47,385
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State of Indiana

Combining Statement of Cash Flows

Non-Major Enterprise Funds

For the Fiscal Year Ended June 30, 2017

(amounts expressed in thousands)

Cash flows from operating activities:
Cash received from customers

Cash paid for general and administrative
Cash paid to suppliers

Cash paid for claims expense

Net cash provided (used) by operating activities

Cash flows from noncapital financing activities:
Transfers out

Net cash provided (used) by noncapital financing activities
Cash flows from capital and related financing activities:
Acquisition/construction of capital assets

Net cash provided (used) by capital and related financing
activities

Cash flows from investing activities:
Proceeds from sales of investments
Purchase of investments

Interest income (expense) on investments

Net cash provided (used) by investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, July 1
Cash and cash equivalents, June 30
Reconciliation of cash , cash equivalents and investments:

Cash and cash equivalents unrestricted at end of year
Investments unrestricted

Cash, cash equivalents and investments per balance sheet

Noncash investing, capital and financing activities:
Increase (Decrease) in fair value of investments

Residual
Malpractice
Insurance Inns and
Authority Concessions Total
$ 749 $ 26,949 $ 27,698
(475) (17,997) (18,472)
- (5,321) (5,321)
(1,074) - (1,074)
(800) 3,631 2,831
(2,242) (2,242)
(2,242) (2,242)
@) ™
@) 0]
21,015 21,015
(23,339) - (23,339)
1,287 25 1,312
(1,037) 25 (1,012)
(1,837) 1,407 (430)
5,962 9,431 15,393
$ 4,125 $ 10,838 $ 14,963
$ 4,125  $ 10,838  $ 14,963
61,785 335 62,120
$ 65,910 $ 11,173 $ 77,083
$ (2,324) $ $ (2,324)
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State of Indiana

Combining Statement of Cash Flows

Non-Major Enterprise Funds

For the Fiscal Year Ended June 30, 2017

(amounts expressed in thousands)

Reconciliation of operating income to net cash provided
(used) by operating activities:

Operating income (loss)

Adjustments to reconcile operating income (loss) to net cash
provided (used) by operating activities:
Depreciation/amortization expense

(Increase) decrease in receivables

(Increase) decrease in inventory

(Increase) decrease in prepaid expenses
Increase (decrease) in claims payable
Increase (decrease) in accounts payable
Increase (decrease) in unearned revenue
Increase (decrease) in salaries payable
Increase (decrease) in compensated absences
Increase (decrease) in other payables

Net cash provided (used) by operating activities

Residual
Malpractice
Insurance Inns and
Authority Concessions Total
$ (308) $ 3,470 $ 3,162
- 43 43
135 99 234
(63) (63)
- (27) (27)
(439) - (439)
- (52) (52)
(182) 283 101
- (116) (116)
- 24 24
(6) (30) (36)
$ (800) § 3631 § 2,831
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INTERNAL SERVICE FUNDS

Internal Service Funds account for the operations of State agencies that supply goods or services
to other agencies of governmental units on a cost-reimbursement basis.

Institutional Industries - This fund accounts for revenues and expenses incurred from the
operation of inmate employment programs. Goods produced or manufactured as a result of such
programs are sold to state agencies and political subdivisions of the State as well as to the
general public.

Administrative Services Revolving — This fund is used to account for the following rotary funds.

Information Technology Services provides telecommunications and data processing
services to State agencies. Revenues consist of charges to user agencies.

Motor Pool Rotary Fund accounts for the operation and maintenance of State garages
including the servicing and repair of all automotive equipment owned or controlled by the
State. Revenues consist of charges to user agencies.

Printing Rotary Fund accounts for the operation of the State Print Shop, which provides
printing services to other State agencies. Revenues consist of charges to user agencies.

General Services Rotary accounts for postal service charges to agencies. Revenues consist
of charges to user agencies.

Aviation Rotary Fund accounts for the operation and maintenance of state aircraft.
Revenues consist of charges to user agencies.

Self-Insurance Funds - The self-insurance funds consist of the State Police Health Insurance
Fund, State Employee Disability Fund, State Employee Health Insurance Fund, and the
Conservation and Excise Officers Health Insurance Fund. These funds administer health
insurance and disability plans for state employees, state police personnel, and conservation and
excise police officers as well as for certain school corporations.

State Personnel Department - This fund accounts for revenues and expenses incurred by the
Indiana State Personnel Department for providing human resource services to the executive
branch of the government.

Accounting Centralization - This fund accounts for revenues and expenses incurred by the
Indiana State Budget Agency for providing centralized accounting services to some smaller state
agencies.



inancial Report

230 - State of Indiana - Comprehensive Annual F

91Z'evl (s81) (1e€2) $  280's $ 6596y $  €elll $ sel'll $  162'9S $  9z8's $ uomsod jau [el0 L
zzi'eol (s81) (Tee?) 280's v15'sy €EL'TT SET'LT 186'02 €612 (woyop) patowsaiun
¥60°01 - - - SYT'T - - 9TE'SE €€9' slasse [elded Ul JUSUWISaAUI 19N
uonisod jJaN
Sy € 65 - - - - 992 18 $82IN0S3l JO SMO|jul Pa.Iayap [e30 L
1*154 € 69 - - - - 992 /8 suoisuad 0 parejay
$324N0S3Y JO SMOju| patidjaqg
1€906 162 ¥02's €09 v65°6€ 20E'y 186°C €006 €506 qel] |ejoL
ovo‘'Le (944 127y - [44 - - 6T0°0C €2€'9 qel| JusLInduou [ej0 L
€982 Lee 160'% - - - - v62'8T 220'9
90v'c [44 9€e - [44 - - Sel'T T0E
'Sallige!| JUSLNJUON
16565 v L1) €09 2.5'6E 20E'Y 185 786'8 0gL'e el Jua.1Ind [e10 |
S - - - - - - - 4] sanqel| 1Byo
9 - - - - - - - 9 anuanal paureaun
000°¢ 8z 1oV - [43 - - €9T°C 9L€ s90uasqe paresuadwiod Joj Aijigel| paniooy
126°L T 562 - ti4 - - ove't 2g aqeAed s)auaq pue sauefes
€59'VS - 18 €09 261'6€ 2O0E'Y 185°C §.G'S 610'C a|qeded s)unodooy
ZLL01 G8 661 - - - - 2889 9922 $92IN0S3l JO SMO|JIN0 PaLiajap [ejoL
zLL'0b S8 6ES'T - - - - 288'9 992'C suoisuad 0} parejay
$32IN0S3Y JO SMOINQ patidjaq
o6v'€ze 144 €6€°L 689°'s €52'68 S€0°9L 9LL'6l ¥89'8.L 0021 Sjasse |ejol
60°0% - - - SPT'T - - 9TE'GE €€9'c SI9SSE JuLINJUOU [ej0 L
$60°01 - - - SYT'T - - 9TE'sE €€9's uoneziowre/uoneloaidap Jo 1au ‘sjesse [ended [e1o]
(¥98°99) - - - (SvT) - - (005'GS) (672°TT) uonezijowe/uoneIdaIdap paye|nwndde ssa|
856901 - - - 062'T - - 918'06 258'VT paznioweypareidaidap Buiag siesse [ended
- - - - - - - - .sjesse _mu_mmU
:S}9SSE JUSLINOUON
96€'€81 e €6E'T 589'S 80T'88 S€0'9T 9T.L'6T 89E'EY 290'6 S19SSE JUSLIND [e10L
829°¢ - - - - - - 80T 0zs'e Kioyanuy
658'6 - - - - - - £6€'6 99 papinoid S80IAIBS punpaly|
9le'se - [45 ¥9¢ ove'oe 0€e'T S/2'T 1¥0'C 8cT'e SHUN0JIY
KETToNELEN]
€65°LYL ve T9E'T $ T2r's $ 898°29 $ S0L'YT $ Try'8T $ 028'1¢ $ €56'T $ PaJOLISAIUN - SJUBUWISAAUI PUE SIUB[RAINDS YseD ‘Ysed
1S)aSSE JUaLND
sjossy
|ejol uonezijesyue) pung juawpedag pung pung pung Aypiqesiq pung Buinjonay sauysnpu|
Buunosoy |auuosiad ajejs aoueinsu| yjjesH aoueinsu| yjjesH 9afojdwz ajejg aoueinsu| yjjesH S92IAISS Jeuonnyiysu]
SJ9210 9s19x3 ww>O_QEW ajels a2l|od dje)s dAljeisiuiupy

pUE UOIJBAIdSUOD

(spuesnoyj uj passaldxa sjunowe)

L10Z ‘0€ aunp

spun4 991A19G [euJaju|

uolisod JoN Jo juawajlels Buiuiquon
euelpu| JO 9je)S



-231

l1ana

| Report - State of Indi

inancia

Comprehensive Annual F

9lZ'eyl $ (s81) $  (1eg) $ 280's $  6S9'6Y $ €€l $ SeL'lL $  l62°9S $ 9z8's $ 0€ aunr ‘uofisod jau |ejo)
669°L2) (zt1) (rze2) 9.0'S STT'EY 18¢2'9 LEE'6T ST0'6Y TT€°L pajejsal se ‘| Ainp ‘uopisod jau [ejoy
L1S'S1L (€2) () 9 ¥¥G5'9 25h's (20z'2) 28¢'L (g87'1) uonisod jau uy abueyd

0051 N R z N B B 00T - ur sigysuel |
L0Z°LL - - - - - - 102'TT - suonnquIuod elded

9L0‘e (e2) 2) 9 ¥G'9 Z5h's (z02'2) (672'S) (58%'1) Slajsuel) pue suonNQLIU0D 810j8q SWOdU|

(zoz'61) - - (G22) (S9g'y) - (80L°2T) (09g'T) T (sesuadxa) senuanal Bupressdouou [ejoL
6 - - - - - - 6 - 1810
(8v8°LL) - - (522) (G9¢'p) - (802'2T) - - s)yauaq Juawikojdwaysod 1ayio 0} suoINgLILOD
(69¢°L) - - - - - - (69¢'T) - sjosse Jo uomsodsip uo (sso7) ures
L - - - - - - - T BWOJUI JUBSWIISBAUI J8Y]0 pue I1salaju|
:(sasuadxa) sanuanai Buneiadouon

(Y2443 (€2) ) 8L 606'0T Z5P's 905'0T (658'€) (98%'1) (ssoy) swooui Buessdo

181°65S 91§ €156 0TEY 192'Gve €79'8T S9T'82 S08°LET ¥1S'ST sesuadxa Bunesado elo |
66V'VL - - - 8y - - ¥ST'YT 162 uoreziuowe pue uopeaidaq
L09°LLE - - €86'€ 109'62€ €0'8T 896'GC - - sjuswied euasq ANjiqesip / yiesH
189°291 91§ €156 12¢ 909'ST 009 16T 159'€2T 1T2'ST asuadxa aAlelSIUILIPE PUe [eI8UdD
:sasuadxa Bunesado

010285 524 995'6 160'G 0.T'95€ S60'7C 1.9'8E 9v6'€ET 820'7T uibrew sso19

y1S°6L - - - - - - 1€0C €8Y'LT S3Jes 40 1s0D

¥25°109 (547 995'6 160'S 0.T'95€ §60'7C 1,9'8E L16'GET TT1S'TE sanuanal Bulrelado [ejoL
0L0°L - - - - 690'T - - T JElTe)
9%0°01 151474 995'6 - - - - 1€ - S92IAIBS 10} sabrey)d
807065 $ - $ - $ T60'S $  0LT'9SE $ 9zo'ee $  TL9'8€ $  Ov6'SET $  015'TE $ swniwa.d/syual/sajes
:sanuanai bunesadQ

|ejol uonezijenuad pung juawpnedaq pung pung pund Aypqesig pung Buinjonay sauysnpu|
Bununosoy |ouuosiad ajeis ajueansuj yjjeay aoueunsu| yjeaHy aafojdwz ajeyg aoueunsu| yjeaHy S32IAI9S Jeuonnyysuj
S19210 9s1oX3 aakojdw3z ajeyg ao1j0d 3jeis aAnessiuIwpy

pUE UOIJBAIBSUOD

(spuesnoyj ui passaidxa syunowe)

L10Z ‘0€ dunr papu3 JeaA [edsl4 ayj 104
spund 92IAJ9g [eulaju|

uonisod }9N pun4 ui sabueyn pue
sasuadxg ‘sanuaAay Jo jJuswaje}s Buiuiquon
BUEIPU] JO 3)E)S



inancial Report

232 - State of Indiana - Comprehensive Annual F

€65°1YL $ vz $  19gL $ lzv's $  898°L9 $ S0yl [ AT 0z8°'LE $  €56°'L $
€65 LY $ vz $  T9ET $  TTv'S $  898'/9 $  SOLYT $  Trr'sT 028'T€ $ €S96'T $
€65°1YlL [ A $  19gL $ 1zv's $  898°L9 $ SO0l [ LT 0z8°'LE $  €56°L $
690°GE L Z8 186 682'S €56'79 109'6 S€C'TT 1¥6'62 Gl6C

v2s‘e (89) Y.€ ZeT S16'C ¥0T'S (¥6L'2) €/8'T (zz0'T)

1 - - - - - - - T

3 - - - - - - - T
(808‘01) - - - - - - (882°0T) (02)

10Z°LL - - - - - - T02'TT -

S00°L - - - - - - 200'T €
(r10°c2) - - - - - - (166'22) (€2)
(6€5°91) - - (522) [CER2) - (80221) 60€'T -

6 - - - - - - 6 -
(8v8°LL) - - (522) (G9¢'p) - (80'2T) - -

00} - - - - - - 00€'T -

0.8°€€ (83) ¥.€ 106 08z'L ¥0T'S ¥16'6 2SE'TT (€00'T)
(580°02) - - - - - - Z1072) (890°8T)
(285°8.¢€) - - (02L'€) (TL1'0€€) (osz'8sT) (96€'92) - -
(6£2'591) (10%) (¥81'6) (z2g) (z6T1'ST) (009) (L61'2) (vzl'zet) (605'¥T)

18L°16S $ vy $ 8556 $  ¥00'S $  8v9'zse $  vS6'€e $  L0G'8E €60'9€T $  pLG'TE $

|elol uonezijesuad pung pung pung asueinsu]  pung Ajjiqesiq pung Buiajonay sausnpu|
Bununoooy juswyedaqg adueinsuj yjeaH yjjeaHy aakojdwz aosueinsu| S3INIDS Jeuonnyisu|
|Jauuosiad SI92150 3s19x3 safojdwg aje)g yjlesHq aARelSIUIWLPY
ajels pue uoerisstod alels 22110 je)S

joays

aouejeq Jad sjuswysanul pue sjuajeainba yseo ‘ysen
1eak Jo pua Je pajouisaiun syusfeainba yseo pue ysed
:S)UBWYSAAUL

pue sjuajeAinba yseos ‘ yses Jo uopel|1ou0ddYy

0€ aunp ‘sjuajeainba yseos pue ysen
| AIne ‘sjuajeainba yseo pue ysen
sjuajeAinba yseo pue yses uj (asealsdap) asealoul }oN

saniAnoe Bunsaaul Aq (pasn) papinold yseod 1aN
SJUBWISAAUI UO (asuadxa) awooul 1salalu|
:S3I)IAI}OE BUI}SaAUl WOy SMOJY Ysed

saiAoe
Buioueuly parejal pue ended Aq (pasn) papiaoid ysed 1aN
suonnquuod [ended
S]asse JO aes Wolj Spaadnid
sjasse [e)ided Jo uononisuod/uonisinboy
:saniAloe Buidsueuly pajejas pue |ejided woiy smoly yse

samAnoe Buoueuy rendesuou Aq (pasn) papinoid yseo 18N
sy10
syyauaq JuawAojdwalsod Jaylo 0} suonngUIu0D
ul siajsuel |
:sanIAloe Buiosueuly ejidesuou wouy smoyy ysen

saniAnoe Bunelado Aq (pasn) papinoid yses 1aN
slaliddns o0y pred ysed
sjuswAed yauaq Aujigesip/yieay/Arefes oy pred ysed
Iwpe pue [esauab oy pred ysed
SJaWOISNI WOJ) PAAIBIAI UYseD
:saniAnoe Bunelado wouy smoly ysen

(spuesnoy) ui passaidxa syunowe)

L10Z ‘0€ dunf papug JeaA [edsid ay) 4o

spund 92IA19g [eulalu]

SMO|4 Yysed Jo Juswale}s Buluiquon

euBIpU| JO 9je}S



-233

l1ana

| Report - State of Indi

inancia

Comprehensive Annual F

0.8'ce (8s) $ e 106 $ 082'L $  poL's $  viI6'e $ zse'LL (€00°1) $ samAnoe Bunelado Aq (pasn) papinoid yseo 1oN
) - - - - - - - T sa|qeded Jaylo ul (8sealdsp) asealdu|
(9€2'2) (67) (ove) - - - - (9ev'1) (Tvy) SMOJJul Pa.LIa)ap Ul (8sealoap) asealou]
14524 62 €Y - - - - ¥.9'C 8LT'T san|igel| uoisuad 1au Ul (asea1d9p) asealou|
(725 14 €9T - © - - see (2) saouasqe pajesuadwod ul (asealdap) asealou|
19¢ () 15 - 8 - - 152 S5 a|qehed salrejes ul (9sea10ap) asealou|
3 - - - - - - - T anuaAal pauleaun ul (asealdsp) asealou|
(roz‘e) - () (474 (091) L02) (82) (1€6'T) (ev9) s|geAed sjunodde ul (asealdap) asealou|
86¢ S 9T - - - - 8z¢ (19) SMOJJINO pa.Iayep Ul asealdsp (esealdu])
(413 - - - - - - v16 85 Alojuanul ul asealdap (asealou)
098 - - - - - - 926 (99) papinoid SaDIAIBS punyalul Ul asealdap (asealou))
(€09'%) - @) (98) (zeg'e) (Tv1) (¥91) (o18) 8zt S9|geAI909] U) 9SBaI09p (3sealou|)
66V'v1L - - - 8y - - YST'YT 162 asuadxa uopeziowre/uonepaidag
:sanianoe bunesado Ag (pasn) papinoid
yseo Jau 0} (sso|) awoaul Bupesado aj19u02a1 0} SuswWIShipy
£22'22 (€2) $ QL 18L $  606'0T $  2sv's $  90S'0T $  (ps8'e) (987'1) $ (sso|) awoau; Bunelrado
:sapiAnoe Bupesado Aq (pasn)
papiaoid yses jau 0} awosul Bupeiado jo uonel|Iouoday
lejol uoljezijenuad puny pung adsueinsu] pung asueinsu]  pung Ayjiqesiq pung Buiajonay sauysnpu|
Bununoooy juawedag yjjeaH s190140 yjesH aakojdwg aoueinsu| S9JIAIBS Jeuonnisu]
|auuosiad as|ox3 pue aakojdwy aje)s yjjeaHq
ajels uoljeAIasSUOD ajels aoljod ajeis

(spuesnoy) ui passaidxa syunowe)

L10Z ‘0€ dunf papug JeaA [eosld ay} Jod
Spun4 92IAIag [eulaju]

SMO|4 Ysed jJo juawajels Buiuiquon
BUEIPU] JO 3)E)S



234 - State of Indiana - Comprehensive Annual Financial Report

FIDUCIARY FUNDS

Fiduciary funds account for assets held by or on behalf of the government in a trustee capacity or
as an agent on behalf of others.

PENSION AND OTHER EMPLOYEE BENEFIT TRUST
FUNDS

Pension trust funds are used to report resources that are required to be held in trust for the
members and beneficiaries of defined benefit pension plans, defined contribution plans, and other
post-employment benefit plans.

State Police Pension Fund - This fund is used to account for assets held for a defined benefit,
single-employer public employee retirement system administered by the Indiana State Police.

State Police Supplemental Trust - This fund is used to account for a defined benefit, single-
employer public employee retirement system that provides additional benefits under the
supplemental pension trust agreement administered by the Treasurer of the State of Indiana
with the Indiana State Police.

State Employee Retiree Health Benefit Trust Fund-DB - This fund is used to account for
assets held for the State’s defined benefit, single-employer OPEB plans: the State Personnel
Plan (SPP) administered by the State Personnel Department; Indiana State Police Plan (ISPP)
administered by the Indiana State Police; and the Conservation and Excise Police Plan (CEPP)
administered by the Indiana State Excise Police and Indiana Conservation Officers Health
Insurance Committee.

State Employee Retiree Health Benefit Trust Fund-DC - This fund is used to account for
assets held for a defined contribution, single-employer OPEB plan administered by the State
Budget Agency.

Indiana Public Retirement System — INPRS administers and manages public pension plans
including the Public Employees’ Retirement Fund (PERF), the Teachers’ Retirement Fund
(TRF), the Prosecuting Attorney’s Retirement Fund (PARF), the 1977 Police Officers’ and
Firefighters’ Pension and Disability Fund (1977 Fund), the Legislators Retirement System
(LRS), the Judges Retirement System (JRS), and the State Excise, Gaming Agent, Gaming
Control Officers and Conservation Enforcement Officers’ Retirement Plan (EG&C). The PERF,
TRF, and 1977 Fund plans are cost-sharing, multiple-employer defined benefit plans. The LRS
plan has both a single-employer defined benefit plan and a single-employer defined
contribution plan. The PARF, JRS, and EG&C plans are single-employer defined benefit
plans. INPRS also oversees three non-retirement funds which are the Pension Relief Fund,
the Public Safety Officers’ Special Death Benefit Fund and the State Employees’ Death Benefit
Fund.
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FIDUCIARY FUNDS

PRIVATE-PURPOSE TRUST FUNDS

Private-Purpose trust funds are used to account for trust arrangements in which both the principal
and interest may be spent for the benefit of individuals, private organizations or other governments.

Abandoned Property Fund - This fund is used to administer abandoned property of
individuals, private organizations and other governments held by the State.

Private-Purpose Trust Fund - This fund is used to account for a group of fund centers under
which principal and interest benefit individuals, private organizations, or other governments.

AGENCY FUNDS

Agency funds account for resources that are custodial in nature. They generally are amounts held
by the State of Indiana on behalf of third parties.

Employee Payroll, Withholding and Benefits Funds - These funds are used for the
disposition of various payroll-related deductions and contributions such as social security and
insurance contributions.

Local Distributions Fund - This fund is composed of accounts used to distribute revenue
collections to local units of government based upon statutory formulas.

Child Support Fund - This fund is used for the collection and distribution of child support
payments.

Department of Insurance Fund - This fund includes security deposits of insurance
companies, health maintenance organizations and third party administrators as required.

Other Agency Funds — This category comprises various escrows, revenue collection, and
agency accounts for which the State acts in an agent capacity until proper disposition of the
assets can be made.
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State of Indiana

Combining Statement of Fiduciary Net Position
Pension and Other Employee Benefit Trust Funds

June 30, 2017

(amounts expressed in thousands)

Assets

Cash, cash equivalents and non-pension

investments
Securities lending collateral
Receivables:
Contributions
Interest
Securities lending
Member loans
From investment sales
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
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

Total net position

Primary Government

Fiduciary in Nature
Component Unit

State Employee

State Employee

State Police Retiree Health Retiree Health
State Police Supplemental Benefit Trust Benefit Trust Indiana Public
Pension Fund Trust Fund - DB Fund - DC Retirement System Total
$ 14,525 $ - $ 7,398 $ 43,179 $ 8,405 $ 73,507
- - - - 288,073 288,073
307 48 579 3,008 22,903 26,935
510 - 346 298 82,469 83,623
- - - 64 - 64
85 - - - - 85
58,035 - - - 7,547,112 7,605,147
58,937 48 925 3,460 7,652,484 7,715,854
- - - - 1,547,579 1,547,579
140,196 - - - 8,353,466 8,493,662
124,424 - 150,842 278,907 11,719,647 12,273,820
120,776 - - - 10,557,926 10,678,702
385,396 - 150,842 278,907 32,178,618 32,993,763
- - - - 102 102
- - - - 6,124 6,124
458,858 48 159,165 325,546 40,133,806 41,077,423
92 - - 28 7,417 7,537
- - - 64 - 64
- 48 1,668 543 35,570 37,829
- - - - 7,677,137 7,677,137
- - - - 276,792 276,792
- - - - 288,073 288,073
- - - - 33,916 33,916
92 48 1,668 635 8,318,905 8,321,348
458,766 - - - 31,799,803 32,258,569
- - 157,497 324,911 - 482,408
- - - - 15,098 15,098
$ 458,766  $ - 8 157,497  § 324,911 $ 31,814,901 $ 32,756,075
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State of Indiana

Combining Statement of Changes in Fiduciary Net Position
Pension and Other Employee Benefit Trust Funds

For the Year Ended June 30, 2017

(amounts expressed in thousands)

Fiduciary in
Nature Component
Primary Government Unit
State Employee State Employee
State Police Retiree Health Retiree Health
State Police Supplemental Benefit Trust Fund -  Benefit Trust Fund - Indiana Public
Pension Fund Trust DB DC Retirement System Total
Additions:
Member contributions $ 3997 $ - 0% 12,331 $ - 0% 347,622 $ 363,950
Employer contributions 20,556 4,259 34,655 43,915 967,011 1,070,396
Contributions from the State of Indiana - - - - 871,564 871,564
Net investment income (loss) 43,392 - 877 2,111 2,550,422 2,596,802
Less investment expense (1,414) - 1) - (204,075) (205,490)
Federal reimbursements - - 537 - - 537
Transfers from other retirement funds - - - - 16,669 16,669
Other 1 - 201 15 185 402
Total additions 66,532 4,259 48,600 46,041 4,549,398 4,714,830
Deductions:
Pension and disability benefits 34,203 3,355 - - 2,480,404 2,517,962
Retiree health benefits - - 26,225 19,713 - 45,938
Death benefits - - - - 909 909
Refunds of contributions and interest 25 - - - 70,332 70,357
Administrative 389 137 1,088 1,301 38,334 41,249
Transfers to other retirement funds - - - - 16,669 16,669
Other - 767 - 15 - 782
Total deductions 34,617 4,259 27,313 21,029 2,606,648 2,693,866

Net increase (decrease) in net position 31,915 - 21,287 25,012 1,942,750 2,020,964
Net position restricted for pension and other
employee benefits, July 1, as restated:

Pension benefits 426,851 - - - 29,857,500 30,284,351

OPEB benefits - - 136,210 299,899 - 436,109

Future death benefits - - - - 14,651 14,651

Net position restricted for pension and
other employee benefits, June 30, as
restated $ 458,766  $ -3 157,497 § 324,911 $ 31,814,901 $ 32,756,075
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State of Indiana

Combining Statement of Net Position
Private-Purpose Trust Funds

June 30, 2017

(amounts expressed in thousands)

Abandoned Private Purpose
Property Fund Trust Fund Total
ASSETS
Cash, cash equivalents and non-pension
investments $ 29,523 $ 37,274 66,797
Receivables:
Accounts - 1,875 1,875
Interest - 30 30
Securities lending - 4 4
Total receivables - 1,909 1,909
Total assets 29,523 39,183 68,706
LIABILITIES
Accounts/escrows payable 101 - 101
Salaries and benefits payable 91 - 91
Securities lending payable - 4 4
Total liabilities 192 4 196
NET POSITION
Restricted for:
Trust beneficiaries 29,331 39,179 68,510
Total net position $ 29,331 $ 39,179 68,510
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State of Indiana

Combining Statement of Changes in Net Position
Private-Purpose Trust Funds

For the Year Ended June 30, 2017

(amounts expressed in thousands)

Abandoned Private-Purpose
Property Fund Trust Fund Total

Additions:
Current Service Charge $ -8 22,543 3 22,543
Investment Income 5 156 161
Member Contributions - 70 70
Donations/escheats 108,566 - 108,566

Total additions 108,571 22,769 131,340
Deductions:
Payments to participants/beneficiaries 96,722 13,780 110,502

Total deductions 96,722 13,780 110,502
Net increase (decrease) in net position 11,849 8,989 20,838
Net position, July 1, as restated 17,482 30,190 47,672

Net position, June 30 $ 29,331 $ 39,179 $ 68,510
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State of Indiana

Combining Statement of Net Position
Agency Funds

June 30, 2017

(amounts expressed in thousands)

Employee
Payroll, Other
Withholding and Local Child Department Agency

Benefits Distributions Support of Insurance Funds Total
Assets:
Cash, cash equivalents and investments $ 1,014 $ 430,865 $ 15,732 $ 231,854 $ 54,705 $ 734,170
Receivables:
Taxes - 16,737 - - 753 17,490
Accounts - - - - 73 73
Total assets $ 1,014 $ 447,602 $ 15,732 $ 231,854 $ 55,531 $ 751,733
Liabilities:
Accounts/escrows payable $ 1,014 $ 447,602 $ 15,732 $ 231,854 $ 55,531 $ 751,733

Total liabilities $ 1,014 § 447,602 § 15,732 $ 231,854 § 55,531 $ 751,733
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State of Indiana

Combining Statement of Changes In Assets and Liabilities
Agency Funds

For the Year Ended June 30, 2017

(amounts expressed in thousands)

Balance, July 1 Additions Deductions Balance, June 30
Employee Payroll, Withholding and Benefits
Assets:
Cash, cash equivalents, and investments $ 977 $ 2,232,103 $ 2,232,066 $ 1,014
Total assets $ 977 % 2,232,103  $ 2,232,066 $ 1,014
Liabilities:
Accounts / escrows payable $ 977 $ 2,232,103 $ 2,232,066 $ 1,014
Total liabilities $ 977 % 2,232,103  $ 2,232,066 $ 1,014
Local Distributions
Assets:
Cash, cash equivalents, and investments $ 304,343 $ 2,643,476 $ 2,516,954 $ 430,865
Receivables 11,208 16,737 11,208 16,737
Total assets $ 315551 $ 2,660,213  $ 2,528,162 $ 447,602
Liabilities:
Accounts / escrows payable $ 315,551 $ 2,660,213 $ 2,528,162 $ 447,602
Total liabilities $ 315551 $ 2,660,213  $ 2,528,162  $ 447,602
Child Support
Assets:
Cash, cash equivalents, and investments $ 17,631 $ 832,934 $ 834,833 $ 15,732
Total assets $ 18,399 % 832,934 $ 835,601 § 15,732
Liabilities:
Accounts / escrows payable $ 18,399 $ 832,934 $ 835,601 $ 15,732
Total liabilities $ 18,399 $ 832,934 $ 835,601 $ 15,732

continued on next page
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State of Indiana

Combining Statement of Changes In Assets and Liabilities
Agency Funds

For the Year Ended June 30, 2017

(amounts expressed in thousands)

Balance, July 1 Additions Deductions Balance, June 30
Department of Insurance
Assets:
Cash, cash equivalents, and investments $ 235,760 $ 6,167 $ 10,073 $ 231,854
Total assets $ 235,760 $ 6,167 $ 10,073 $ 231,854
Liabilities:
Accounts / escrows payable $ 235,760 $ 6,167  $ 10,073 § 231,854
Total liabilities $ 235,760 $ 6,167  $ 10,073  $ 231,854
Other Agency Funds
Assets:
Cash, cash equivalents, and investments $ 53,961 $ 653,066 $ 652,322 $ 54,705
Receivables 727 826 727 826
Total assets $ 54,688 $ 653,892 $ 653,049 $ 55,531
Liabilities:
Accounts / escrows payable $ 54,688 $ 653,892 $ 653,049 $ 55,531
Total liabilities $ 54,688 $ 653,892 $ 653,049 $ 55,531
Total Agency Funds
Assets:
Cash, cash equivalents, and investments $ 612,672 $ 6,367,746 $ 6,246,248 $ 734,170
Receivables 12,703 17,563 12,703 17,563
Total assets $ 625,375 § 6,385,309 § 6,258,951 $ 751,733
Liabilities:
Accounts / escrows payable $ 625375 $ 6,385,309 $ 6,258,951 $ 751,733

Total liabilities $ 625,375 § 6,385,309 $ 6,258,951 $ 751,733
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NON-MAJOR DISCRETELY PRESENTED COMPONENT UNITS

GOVERNMENTAL FUNDS

Governmental component units represent funds that are legally separate from the State of Indiana, but provide
valuable and beneficial services to the State and its citizens. The non-major discretely presented component
unit consists of the following governmental fund:

Indiana Economic Development Corporation — The responsibility of this corporation is to improve
the quality of life for the citizens of Indiana by encouraging the diversification of Indiana’s economy, by
the orderly economic development and growth of Indiana, the creation of new jobs, the growth and
modernization of existing industry and the promotion of Indiana.

PROPRIETARY FUNDS

Proprietary component units represent funds that are legally separate from the State of Indiana, but provide
valuable and beneficial services to the State and its citizens. The non-major discretely presented component
units consist of the following proprietary funds:

Indiana Stadium and Convention Building Authority — The authority’s responsibility is to finance,
design, construct and own the new Indiana Stadium in Indianapolis and the expansion of the adjacent
Indiana Convention Center.

Indiana Bond Bank — The Bond Bank issues debt obligations and invests the proceeds in various
projects of State and local governments.

Indiana Housing and Community Development Authority — The authority’s purpose is to finance
residential housing for persons and families of low and moderate incomes.

Indiana Board for Depositories — The board is responsible to ensure the safekeeping and prompt
payment of all public funds deposited in Indiana banks. It provides insurance on public funds in
excess of the Federal Deposit Insurance Corporation limit.

Indiana Secondary Market for Education Loans Inc. — The company is responsible for purchasing
education loans in the secondary market.

White River State Park Development Commission — The responsibility of this commission is to
design and implement a plan for the establishment and development of park, exposition, educational,
athletic, and recreational projects to be located within one mile from the banks of the Indiana White
River in a consolidated first-class city and county.

Ports of Indiana — The responsibility of this commission is to construct, maintain, and operate public
ports with terminal facilities and traffic exchange points for all forms of transportation on Lake Michigan
and the Ohio and Wabash Rivers.

State Fair Commission — This commission is responsible for holding the annual Indiana State Fair
and for operating and maintaining the State Fairgrounds and other properties it owns.

Indiana Comprehensive Health Insurance Association — The responsibility of this Association is to
assure that health insurance is made available throughout the year to each eligible Indiana resident
applying to the Association for coverage.

Indiana Political Subdivision Risk Management Commission — This commission is responsible for
administering the Basic and Catastrophic funds that aid political subdivisions in protecting themselves
against liabilities.

Indiana State Museum and Historic Sites Corporation — The responsibility of this corporation is to
operate and administer the state historic sites including the Indiana State Museum which collects,
conserves and exhibits artifacts and materials reflecting the cultural and natural history of Indiana.

Indiana Motorsports Commission — The commission is responsible for financing and leasing real
and personal property improvements for the benefit of an owner of a qualified motorsports facility
within a motorsports investment district.
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COLLEGES AND UNIVERSITIES

College and university funds are used to account for the operations of state-supported colleges and universities.
The non-major discretely presented component units consist of the following institutions:

Ball State University

Indiana State University

Ivy Tech Community College of Indiana
University of Southern Indiana
Vincennes University
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State of Indiana

Combining Statement of Net Position

Non-Major Discretely Presented Component Units -
Governmental Funds

June 30, 2017

(amounts expressed in thousands)

Indiana Economic
Development

Corporation Totals
Assets
Current assets:
Cash, cash equivalents and investments - unrestricted $ 1,099 $ 1,099
Cash, cash equivalents and investments - restricted 169,046 169,046
Receivables (net) 442 442
Total current assets 170,587 170,587
Noncurrent assets:
Loans 56,606 56,606
Capital assets:
Capital assets being depreciated/amortized 270 270
less accumulated depreciation/amortization (157) (157)
Total capital assets, net of depreciation/amortization 113 113
Total noncurrent assets 56,719 56,719
Total assets 227,306 227,306
Deferred Outflows of Resources
Related to pensions 1,829 1,829
Total deferred outflows of resources 1,829 1,829
Liabilities
Current liabilities:
Accounts payable 6,729 6,729
Unearned revenue 9,691 9,691
Other liabilities 306 306
Current portion of long-term liabilities 300 300
Total current liabilities 17,026 17,026
Noncurrent liabilities:
Net pension and OPEB liabilities 3,999 3,999
Total noncurrent liabilities 3,999 3,999
Total liabilities 21,025 21,025
Deferred inflows of resources
Related to pensions 172 172
Total deferred inflows of resources 172 172
NET POSITION
Net investment in capital assets 113 113
Restricted - expendable:
Other purposes 394 394
Unrestricted 207,431 207,431

Total net position $ 207,938 $ 207,938
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State of Indiana

Combining Statement of Net Position

Non-Major Discretely Presented Component Units -
Proprietary Funds

June 30, 2017

(amounts expressed in thousands)

Indiana Stadium and
Convention Building

Indiana Housing and
Community

Indiana Board for

Indiana Secondary
Market for Education

Authority Indiana Bond Bank Development Authority Depositories Loans Inc.
Assets
Current assets:
Cash, cash equivalents and investments - unrestricted $ - $ 14,327 $ 89,389 $ 83,349 $ 108,310
Cash, cash equivalents and investments - restricted 49,563 45,706 155,667 - 1,785
Securities lending collateral - - - 2,035 -
Receivables (net) 1,716 171,067 7,830 716 2,876
Due from primary government - - - 5,000 -
Inventory - - - - -
Prepaid expenses - - - 11 657
Loans - - 14,980 - 9,322
Investment in direct financing lease 6,435 - - - -
Other assets - - 3,378 - -
Total current assets 57,714 231,100 271,244 91,111 122,950
Noncurrent assets:
Cash, cash equivalents and investments - unrestricted - - 126,979 189,060 20,764
Cash, cash equivalents and investments - restricted - 29,033 439,766 55 -
Receivables (net) - 681,279 - - -
Due from primary government - - - 25,000 -
Loans - - 66,826 - 103,587
Investment in direct financing lease 945,075 - - - -
Other assets - - - - -
Capital assets:
Capital assets not being depreciated/amortized - - - - -
Capital assets being depreciated/amortized - - 8,466 305 342
less accumulated depreciation/amortization - - (6,177) (250) (193)
Total capital assets, net of depreciation/amortization - - 2,289 55 149
Total noncurrent assets 945,075 710,312 635,860 214,170 124,500
Total assets 1,002,789 941,412 907,104 305,281 247,450
Deferred Outflows of Resources
Accumulated decrease in fair value of hedging derivatives 101,731 6,423 2,030 - -
Debt refunding loss - 12,416 2,966 - -
Related to pensions - 87 2,136 29 -
Total deferred outflows of resources 101,731 18,926 7,132 29 -
Liabilities
Current liabilities:
Accounts payable 9 1,024 9,343 75 905
Interest payable 14,526 10,969 3,296 - 23
Unearned revenue - - 48,012 - -
Securities lending collateral - - - 2,035 -
Accrued liability for compensated absences - - - - -
Other liabilities - 31,378 - - -
Current portion of long-term liabilities 6,435 192,541 9,175 - 17,682
Total current liabilities 20,970 235,912 69,826 2,110 18,610
Noncurrent liabilities:
Accrued liability for compensated absences - - - - -
Net pension and OPEB liabilities - 218 4,989 79 -
Revenue bonds/notes payable 970,926 704,680 406,013 - 84,110
Derivative instrument liability 101,731 6,423 2,029 - -
Other noncurrent liabilities 835 - - - -
Total noncurrent liabilities 1,073,492 711,321 413,031 79 84,110
Total liabilities 1,094,462 947,233 482,857 2,189 102,720
Deferred Inflows of Resources
Related to pensions - 10 77 5 -
Total deferred inflows of resources - 10 77 5 -
Net Position
Net investment in capital assets - - 2,289 55 149
Restricted - nonexpendable:
Permanent funds - - - - -
Restricted - expendable:
Grants/constitutional restrictions 10,058 - 142,776 - -
Future debt service - - 67,390 - 1,785
Student aid - - - - -
Endowments - - - - -
Capital projects - - - - -
Other purposes - - - - -
Unrestricted - 13,095 218,847 303,061 142,796
Total net position $ 10,058 § 13,095 § 431,302 § 303,116 § 144,730
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Indiana Political

White River State Park Indiana Subdivision Risk Indiana State Museum
Development Indiana State Fair Comprehensive Health Management and Historic Sites Indiana Motorsports
Commission Ports of Indiana Commission Insurance iati Ci issi Corporation Commission Totals

$ 4,141 $ 10,978 $ 4,239 $ 11,817 $ 4,996 $ 8,088 $ - $ 339,634
805 - 5,789 - - 69 5,827 265,211

- - - - - - - 2,035

159 485 1,813 1,470 8 1,777 3 189,920

- - 224 - - - - 5,224

17 - - - - 124 - 141

91 251 11 158 22 375 - 1,576

- - - - - - - 24,302

- - - N - 3,705 10,140

- - - - - - 3,378

5,213 11,714 12,076 13,445 5,026 10,433 9,535 841,561
125 22,000 - - - 50 - 358,978

- - - - - 2,561 - 471,415

- - - - 105 - 681,384

- - - - - - 25,000

- - - - - - 170,413

- - - - - 86,390 1,031,465

- - - - 132 - 132

81,501 31,300 1,490 - - - - 114,291
53,939 142,467 160,494 - - 1,070 - 367,083
(20,389) (73,487) (77,849) - - (862) - (179,207)
115,051 100,280 84,135 - - 208 - 302,167
115,176 122,280 84,135 - - 3,056 86,390 3,040,954
120,389 133,994 96,211 13,445 5,026 13,489 95,925 3,882,515
- - - - - - 110,184

- - 50 - - - - 15,432

201 608 1,519 - - 2,253 - 6,833

201 608 1,569 - - 2,253 - 132,449
471 1,894 1,231 52 41 871 6 15,922

- - - - - - 1,578 30,392

- 285 - 17 165 - 48,479

- - - - - - 2,035

- 115 - - - - 115

- 355 8 52 - - - 31,793

44 - 1,635 - - - 3,705 231,217

515 2,249 3,274 104 58 1,036 5,289 359,953

- - 133 - - - - 133

398 1,835 3,941 - » 5,270 N 16,730

279 - - - - - 85,690 2,251,698

- - - - - - - 110,183

- 55,254 - - - - 56,089

677 1,835 59,328 - - 5,270 85,690 2,434,833
1,192 4,084 62,602 104 58 6,306 90,979 2,794,786

1 32 58 - - 89 - 272

1 32 58 - - 89 - 272
114,728 99,925 27,297 - - 208 - 244,651
- - - - 782 - 782

57 - 722 - - 2,237 4,946 160,796

- - 5,066 - » - - 74,241

3 - - - - - - 3

- - - - » 795 - 795

745 - - - - 5,924 - 6,669

- - - - » 153 - 153

3,864 30,561 2,035 13,341 4,968 (752) - 731,816

$ 119,397 $ 130,486 $ 35,120 $ 13,341 $ 4,968 $ 9,347 $ 4,946 $ 1,219,906




inancial Report

250 - State of Indiana - Comprehensive Annual F

Buipua - uonisod jJaN

Buiuuibaq - uonisod 19N

uomsod 1au ul abueyd

sanuanal [esauab [ejo L
eURIPU| JO 31BIS WOl SiuawAied
sBujurea Juawisanul

1SaNUAAAI [BIBUID

$ syun Jusuodwoo [ejo ]

uoIssIWWo) syodsiojon euelpul

uoieiodioD SaNS DHOISIH pue WN3sN|A a1els euelpu|
uoISSIWWOD Juaabeue Xsiy UOISIAIPANS [ea|0d euelpu]
UONeI0SSY 9oURINSU| Y)jeaH aAIsuayaidwo) euelpu|
uoIssiwwo) Jie4 ajeis euelpy|

eUBIpU| JO SHOd

uoissiwwo) juawdolaAaq led a1els ALY SHUYM

*OU| SUBOT UORRINPT 10} 1) IR\ AIepuodas euelpu]
sauoysodaq Joy pJeog euelpu|

Auoyiny uawdojanag Anunwwo) pue BuisnoH euelpu|
sjueg puog euelpu|

$ Auoyiny Buiping uonuaAuoD pue wnipels eu

9L1L'c0g $ 20g’LEY $ S60°El $ 850°01 $

TST'20€ vL'6TY €2e'eT 18T'S

G96 09S'TT 2.8 1.8'v

- 168'8 STT 8T¢

- 168'8 STT 8T¢

596 £99'C LS. 6S9'v 209'2 $ 9ET'8VY $ 876'9TT $ 556'S8S

- - - - - - 000'C ovs's

- - - - TT6'T ¥02'C S09'C 129'ST

- - - - - - €0T 89T

- - - - - - e14 9T¢C

- - - - ooy 44 78'8T vSe'ee

- - - - 162 JAZ] 665'CT 2r8'6

- - - - - STT 29'c 968'S

- - - - - 688'C - SoT'S

G96 - - - - S6.'T - 0€8

- €99' - - - 150'86€ 06v'v72 ¥88'6T1

- - 1S/ - - 060'8E 6EV 2LL'Le

- $ - $ - $ 659'7 $ - $ STT'V $ 202'2s $ T99'TS
sauopsodag Kuoyiny jueg Ruoyiny suoiNquIU0) pue  suonNqUIU0) pue SadIAIaS sasuadx3y

104 paeog euelpu| juswdojanaqg puog eueipu| Buip|ing sjuels [epded sjueus Bunesado 104 sabieyn

fyunwwo) pue
BuisnoH eueipu|

uonUAAUOY pue
wnipeyg euelpuj

uonisod 39N ul sabueyd pue anuanay (asuadx3) JaN

sanuanay weiboid

(spuesnoyj ui passaidxa sjunowe)

L10Z ‘0€ dunp papug JeaA [edsid ay3 Jod

spun4 Aiejanidoid

- sjiun Jusuodwon pajuasaid A|ayalasiq Jolep-uoN

SaNIAROY JO Juswale)s Buluiquiod

eUBIpU| JO 3)BIS



- 251

l1ana

| Report - State of Indi

inancia

Comprehensive Annual F

906'612°L $ 96y Lve'6 896y $ Le'el $ ozl'‘se $ 98t°'0€L $ L6€°6L1 $ 0EL'PPL $ Buipus - uonisod jJoN
€TEV6L L 819'Y SST'6 L€6'Y ZIS'ET 085'6E 055'92T 008'02T ¥/8'GET Bujuuibaq - uomisod 18N
€86'6Z 8z¢ 26T 1€ (TL1) (09¥') 9€6'E (eov'T) 958’8 sod jau ur abueyd
2s8'ey 898'¢c 660'6 96 - 2’6 e vSL Z2ET'TT senuanal [esaush [elo L
88122 ov8'e 96.'8 - - 60v'6 - v - BURIPU JO 81BIS WOy Sluswhed
90°Le 8z €0€ 96 - €2 e 11 ZET'TT sbujures juswisanu|
1SANUANSI [BIBUID
(692°81) (ovs'e) (£06'8) (59) (127) (268'€T) S69'€ (£5T'2) (922'2) shun Jusuodwod [ejo L
(ops‘e) (ors'e) - - - - - - - UoISSIWWOYD SHOdSIOI0N BuRIpU|
(206‘8) - (£06'8) - - - - - - uonesodio) sals JU0ISIH puB WNASN|\ a1elS euelpu|
(59) - - (59) - - - - - uoISSIWWOD Juawabeue Xsiy UOISIAIPANS [ea|0d euelpu]
(L21) - - - (TL1) - - - - UONeIN0SSY 9oURINSU| Y)jeaH aAIsuayaidwo) euelpu|
(zeg‘cl) - - - - (z68'€T) - - - UOISSIWIWOD Jre a1e)S BuRIpU|
569°¢ - - - - - §69'€ - - eURIpU| JO SLOd
(L512) - - - - - - (251'2) - UOISSIWIWOD JuBWdO[aASQ ied S1eIS JaAlY aluM
(9222) - - - - - - - (922'2) *JU| SUBOT UONRONPT 10} 19 e Alepu0oasS euelpul
S96 - - - - - - - - saloysodaq 104 preog euelpu|
€99°C - - - - - - - - Awuoyiny wawdojarsg Alunwwo pue BuisnoH euelpu|
LS. - - - - - - - - jueg puog euelpu|
659V $ - - - $ - $ - $ - $ - $ - $ Auoyiny Buiping uonusAuoD pue wnipels euelpu|
lejol uoiss|wwon uonesodion uolss|wwo) uoljel20ssy uoisslwwo) euelpu| Jo spod uolsslwwo) *ou| sueoT
spodsi0jol Sa}Ig 21I0)SIH juswabeuepy @oueInsu| y)leaH Jle4 ajejs euelpu| juswdojanaq uoljesnp3 1oy
euelpu| pue wnasnjy 3SIY UOISIAIpANS aAIsuayaidwo) Nied 19)e|y Alepuodag
8je}s euelpuj leanijod eueipuj euelpu) 8je)S JaAY UM euelpu)

uonisod 39N ul sabuey) pue anuanay (asuadx3) jaN

(spuesnoyj ui passaidxa sjunowe)
L10Z ‘0€ dunf papu3 JedA [edsl4 ay} Jo4
spun4 Aiejanidoid

- sjiun Jusuodwon pajuasaid A|ayalasiq Jolep-uoN

SaNIAROY JO Juswale)s Buluiquiod
eUBIpU| JO 3)BIS



252 - State of Indiana - Comprehensive Annual Financial Report

State of Indiana

Combining Statement of Net Position

Discretely Presented Component Units -
Colleges and Universities

June 30, 2017

(amounts expressed in thousands)

Ivy Tech
Ball State Indiana State C i Uni ity of
University University College Southern Indiana University Totals
Assets
Current assets:
Cash, cash equivalents and investments - unrestricted $ 127,479 $ 24,907 $ 175,926 $ 38,239 $ 45,965 $ 412,516
Cash, cash equivalents and investments - restricted 51,014 47,814 5,294 1,629 9,461 115,212
Receivables (net) 32,205 22,853 53,339 11,186 8,518 128,101
Due from primary government - - - 671 - 671
Inventory 1,217 30 16 1,551 1,466 4,280
Prepaid expenses 1,586 2,009 1,899 16 408 5,918
Investment in direct financing lease - - 293 - - 293
Other assets 20,116 2,310 - 10,028 16 32,470
Total current assets 233,617 99,923 236,767 63,320 65,834 699,461
Noncurrent assets:
Cash, cash equivalents and investments - unrestricted 133,316 119,179 263,743 66,562 118,996 701,796
Cash, cash equivalents and investments - restricted 245,913 76,596 35,337 109,612 94,754 562,212
Receivables (net) 8,964 7,224 7,181 6,097 454 29,920
Investment in direct financing lease - - 5,589 - - 5,589
Net pension and OPEB assets 13,854 19,024 - - 25,734 58,612
Other assets 4,396 149 210 5,027 216 9,998
Capital assets:
Capital assets not being depreciated/amortized 35,207 84,375 51,696 20,544 44,788 236,610
Capital assets being depreciated/amortized 1,061,302 703,897 969,714 352,328 302,940 3,390,181
less accumulated depreciation/amortization (419,943) (291,033) (358,193) (191,482) (121,621) (1,382,272)
Total capital assets, net of depreciation/amortization 676,566 497,239 663,217 181,390 226,107 2,244,519
Total noncurrent assets 1,083,009 719,411 975,277 368,688 466,261 3,612,646
Total assets 1,316,626 819,334 1,212,044 432,008 532,095 4,312,107
Deferred Outflows of Resources
Accumulated decrease in fair value of hedging derivatives - - - 1,215 185 1,400
Debt refunding loss - 956 - - - 956
Related to pensions 23,266 6,820 6,731 2,987 252 40,056
Total deferred outflows of resources 23,266 7,776 6,731 4,202 437 42,412
Liabilities
Current liabilities:
Accounts payable 17,122 7,744 28,236 8,063 8,674 69,839
Interest payable 7,131 2,044 - 690 305 10,170
Unearned revenue 696 6,525 11,875 1,408 2,658 23,162
Accrued liability for compensated absences 4,012 4,217 9,844 295 1,172 19,540
Other liabilities 7,348 7,086 6,406 3,624 5,340 29,804
Current portion of long-term liabilities 14,595 12,883 29,497 8,665 6,243 71,883
Total current liabilities 50,904 40,499 85,858 22,745 24,392 224,398
Noncurrent liabilities:
Accrued liability for compensated absences 3,013 17 6,818 2,959 - 12,807
Net pension and OPEB liabilities 53,222 17,855 45,511 24,937 283 141,808
Funds held in trust for others - - - - 57,891 57,891
Advances from federal government - 7,357 - - 1,116 8,473
Revenue bonds/notes payable 276,871 251,775 298,628 90,037 62,912 980,223
Derivative instrument liability - - - 1,215 185 1,400
Other noncurrent liabilities 10,049 3,136 32,327 22 - 45,534
Total noncurrent liabilities 343,155 280,140 383,284 119,170 122,387 1,248,136
Total liabilities 394,059 320,639 469,142 141,915 146,779 1,472,534
Deferred Inflows of Resources
Service concession arrangement receipts - 970 - - - 970
Related to pensions 1,318 245 3,246 712 65 5,586
Total deferred inflows of resources 1,318 1,215 3,246 712 65 6,556
Net Position
Net investment in capital assets 416,710 299,066 316,907 81,770 157,539 1,271,992
Restricted - nonexpendable:
Permanent funds - 44,685 - - - 44,685
Instruction and research 24,723 - 1,300 8,439 - 34,462
Student aid 42,951 674 26,787 29,182 18,802 118,396
Other purposes 10,292 2,691 3,427 8,105 5,140 29,655
Restricted - expendable:
Grants/constitutional restrictions 6,781 3,060 11,827 - 1,829 23,497
Future debt service - - - 120 - 120
Instruction and research 66,543 4,992 100 14,676 - 86,311
Student aid 53,425 2,121 4,264 34,921 8,397 103,128
Endowments - 10,564 3,029 - - 13,593
Capital projects 67,247 5,642 42,245 9,096 5,554 129,784
Other purposes 25,277 1,716 2,656 10,586 3,020 43,255
Unrestricted 230,566 130,045 333,845 96,688 185,407 976,551

Total net position $ 944515 $ 505256 $ 746387 $ 293583 $ 385688 $ 2875429
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In 2017, the Indiana General Assembly created the Next Level Fund in order to
provide resources for infrastructure improvements. With over $5 billion
projected over the next 5 years, Hoosiers can expect to see significant
improvements to our state’s highways and byways.
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STATISTICAL SECTION

The statistical section is presented to provide report users a historical perspective and assistance in assessing the
current financial status and trends for the State.

FINANCIAL TRENDS

These schedules contain trend information to assist users in understanding and assessing how the State’s financial
position has changed over time.

Net POSItioN DY COMPONMENT ...ttt ettt ettt et e et e e e aa b et e e aabe e e e e be e e e ettt e e abeeeeanbeeaeanbeeaeanbbeeeanbenaeanbneaean 257
Changes IN NEE POSIHION .....eeiiieiiiiiieiie et e et e e e e e e sttt e e e e aan st aeeeeaeeaanbteeeeaeeeaanstsaneaaeeaannnsnneeeas 258
Fund Balances, GOVErNMENTAl FUNGS ...........oiiiiiiiiiiiiiiiiiiieeeeeeeeeee ettt e eeeeeeeeeeeeaeeseeasssssssssssssssssssssessssssssseeenns 260
Changes in Fund Balances, Governmental FUNGS .....ccccceriiccsseereresssssssssesesessssssssssssssssssssssssssssssssssssssssssssssssnssnnes 262

REVENUE CAPACITY

These schedules contain information to assist users in understanding and assessing the factors affecting the State’s
ability to generate its own-source revenues.

TaXabIe SAlES DY INUUSETY .....eeiiiie ettt e e e e sttt e e e e st te e e e e e e s s neaeeeeaeeaaansenaeeaeeeaannnssneeaaeeannnnnes
Sales Tax Revenue Payers by Industry.........ccccceevviiineneennn. .
Personal Income Tax Filers and Liability by Income Level
Personal Income by INdUSEIY ........covveeiiiiiiiiieeeeeee e .
Personal INCOME TAX RALES ...uueiriiueririssreirissnsissssssssssss s ssssss s sssass s s s s e s s s s s s e e e e aa e e e e aa e e b e ae e e e RaE e e s ann e e e annenas

DEBT CAPACITY

This schedule is to assist users in understanding and assessing the State’s debt burden and its ability to issue debt.

Ratios of Outstanding DEDt DY TYPE covieccerrerrrsesssmrrrerrsssssssrre e e s sssssssee e s e s s s s sssnne e e e sssssssnnnsesesssssssnnnsesessssssnnnnseessans 268

DEMOGRAPHIC AND ECONOMIC INFORMATION

These schedules are intended to assist users in understanding the socioeconomic environment within with the State
operates and to provide information that facilitates comparisons of financial statement information.

RS2 (S = o 2 PP PPRR
County Facts .......cccoccueieiiiiiciiiiee e

Demographic and Economic Statistics
Twenty Largest Indiana Public Companies
Twenty Largest Indiana Private Companies ... .
e g[ae o F= Ul =0 ] o] (o) V=T £ TP PP PP P PP PR PPPPPPPPPP

S TelgToTo] I =1 oo [ 1 1=T o | PP PP PP PPPPPPPPRPO
Largest Indiana Private Colleges & UNIVEISILIES .....cceeerriieeessmrerrrssssssmrrerssssssssnnesssssssssssssessssssssssnsssssssssssssnsessssssns 276

OPERATING INFORMATION

These schedules provide contextual information about the State’s operations and resources to assist readers in using
financial statement information to understand and assess the State’s economic condition.

Operating Indicators by FUNCEION Of GOVEIMMENT ...........coiiiiiiiiiii it

Capital Assets Statistics by Function of Government............cccccvveeeeiiciieneeeeeeenens

Full Time State Employees Paid Through the Auditor of State’s Office .................

Employees Other Than Full Time Paid Through The Auditor of State’s Office

Pension, Death Benefits, and Former Governors, Number of People Paid
Through the Auditor Of State’s OffiCE ...ccvrrrrrrrrrrrsrrrrrrrrrrsssssrrrrrrsssssssrrrerresssssnrr e e e e ssssssmneeeeessssssnmnneessssssssnnnnes 281
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State of Indiana

State Facts

AREA

CLIMATE

STATE CAPITAL

STATE MOTTO

STATE FLOWER

STATE TREE

STATE BIRD

STATE SONG

STATE POEM

STATE STONE

STATE SEAL

STATE FLAG

STATE NAME

NICKNAME

Source:

36,291 square miles, which includes 253 square miles of water. Length, 275
miles; width, 144 miles. Highest altitude, 1,257 feet in Wayne County;
lowest altitude, 320 feet in Posey County.

Four distinct seasons. Average temperatures in July can range from 73 and 78
degrees Fahrenheit; January averages range from 35 to 36 degrees Fahrenheit.
Record high: 116 degrees at Collegeville in 1936. Record low: 35 below

zero at Greensburg in 1951. Average annual precipitation is 40 inches.

Indianapolis (combination of Indiana and Greek word "polis" meaning city
-- therefore, Indianapolis means "city of Indiana.")

The Crossroads of America. Adopted 1937.

Peony. Adopted 1957.

Tulip tree (yellow poplar). Adopted 1931.

Cardinal. Adopted 1933.

"On the Banks of the Wabash, Far Away" by Paul Dresser. Adopted 1913.
"Indiana”, by Arthur Franklin Mapes, Kendallville. Adopted 1963.
Limestone. Adopted 1971.

The seal depicts a pioneer scene: a woodsman felling a tree, a bison
fleeing from the sound of the axe and the sun gleaming over a distant hill.
In use since 1801, the seal was officially adopted in 1963.

The Indiana flag displays 19 gold stars surrounding a gold torch centered

on a rectangular field of blue. The torch stands for liberty and enlightenment.
Thirteen stars in the outer circle represent the 13 original states; the five in
the inner circle represent the five states next admitted to the Union. The star
above the torch stands for Indiana, the 19th state. Adopted 1917.

The name Indiana means "land of the Indians." It was coined in 1800
when Congress carved the new state of Ohio from the Northwest Territory
and designated the remaining vast area as the Indiana Territory. The
territorial name was retained when Indiana became a state in 1816.

Residents of Indiana have long been referred to as "Hoosiers," and according
to the Indiana Historical Bureau, the term came into general usage in the 1830s
as a result of a poem entitled "The Hoosiers Nest" by John Finley of Richmond.
On January 8, 1933, John W. Davis offered "Hoosier State" as a toast at the
Jackson Dinner. The origins of the actual word have been in debate for well
over a century. The earliest written documentation of Hoosier was in 1827 in

a diary quoted by Sandford Cox. The oral tradition goes back much earlier.

Here Is Your Indiana Government, 2017-2018, Indiana Chamber of Commerce.
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State of Indiana
County Facts
2017 2017 2017 2017
2017 Area County Municipal 2017 2017 Area County Municipal 2017

County Total Sq. Road Street County County Total Sq. Road Street County
Name Population Miles Miles Miles Bridges Name Population Miles Miles Miles Bridges
ADAMS 34,387 345 680.50 96.85 160 MARION 905,965 392 1,932.85 1,614.44 536
ALLEN 355,200 671  1,302.65 1,273.90 390 MARSHALL 47,051 443 911.08 128.06 116
BARTHOLOMEW 76,418 402 682.33 279.72 202 MARTIN 10,334 345 371.48 31.30 45
BENTON 9,221 409 661.77 56.29 118 MIAMI 37,175 377 785.20 87.29 127
BLACKFORD 12,621 167 322.02 60.18 59 MONROE 137,974 386 709.14 265.62 153
BOONE 66,038 427 753.25 265.42 189 MONTGOMERY 38,124 507 831.46 94.88 172
BROWN 15,242 319 382.50 11.90 83 MORGAN 68,894 406 686.75 124.82 140
CARROLL 20,155 347 756.78 43.39 116 NEWTON 14,244 413 659.62 41.73 122
CASS 38,966 415 867.16 122.14 121 NOBLE 47,007 412 811.54 112.67 64
CLARK 110,232 384 464.58 419.36 141 OHIO 6,128 87 136.06 10.60 32
CLAY 26,890 364 663.64 81.96 157 ORANGE 19,840 405 597.05 65.20 106
CLINTON 33,224 407 776.00 86.81 162 OWEN 21,575 390 623.83 24.09 111
CRAWFORD 11,086 312 442.35 34.97 79 PARKE 17,339 445 732.91 45.37 175
DAVIESS 31,648 430 790.09 111.48 125 PERRY 19,338 384 485.77 62.60 99
DEARBORN 50,047 306 502.36 81.92 101 PIKE 12,845 335 544.02 30.23 110
DECATUR 26,156 370 636.02 93.51 181 PORTER 164,343 425 790.73 514.93 127
DEKALB 42,318 366 710.87 148.48 102 POSEY 25,910 412 708.17 66.02 149
DELAWARE 117,874 396 785.17 462.00 194 PULASKI 13,402 433 876.73 32.24 73
DUBOIS 41,889 433 652.05 184.61 164 PUTNAM 37,963 490 751.19 89.03 221
ELKHART 198,045 468  1,140.85 468.92 172 RANDOLPH 25,967 457 856.64 83.35 217
FAYETTE 24,201 215 377.07 64.76 86 RIPLEY 30,457 442 708.96 83.09 134
FLOYD 74,578 149 347.44 183.40 87 RUSH 17,468 409 748.21 38.65 194
FOUNTAIN 17,240 397 652.75 74.50 143 SAINT JOSEPH 266,931 396 1,140.03 710.02 101
FRANKLIN 21,448 394 622.83 27.28 118 SCOTT 24,181 466 308.91 54.67 73
FULTON 20,836 368 778.18 54.51 57 SHELBY 43,924 193 828.45 103.58 186
GIBSON 33,503 498 950.52 137.62 252 SPENCER 20,952 409 742.40 66.81 166
GRANT 69,993 421 798.85 280.25 189 STARKE 23,363 310 674.50 57.26 58
GREENE 33,165 549 870.42 103.91 161 STEUBEN 34,090 309 618.10 98.34 49
HAMILTON 298,775 401 572.99 1,383.77 305 SULLIVAN 21,475 457 857.02 88.63 178
HANCOCK 67,627 305 648.64 194.83 157 SWITZERLAND 10,613 221 354.77 11.18 41
HARRISON 38,991 479 825.67 36.59 74 TIPPECANOE 172,413 500 855.63 420.43 208
HENDRICKS 145,423 417 775.24 482.24 240 TIPTON 15,930 261 556.87 45.45 84
HENRY 49,265 400 779.75 147.51 142 UNION 7,516 168 264.55 14.69 42
HOWARD 82,752 293 584.34 340.75 136 VANDERBURGH 179,703 241 569.83 547.02 157
HUNTINGTON 37,572 369 673.33 124.13 114 VERMILLION 16,212 263 395.02 81.27 76
JACKSON 42,376 520 731.88 132.46 183 VIGO 107,848 415 835.88 367.98 188
JASPER 33,478 562 927.13 84.26 126 WABASH 32,888 398 729.46 117.52 156
JAY 21,398 386 734.08 82.20 162 WARREN 8,508 368 546.76 23.92 94
JEFFERSON 32,428 366 529.79 80.28 101 WARRICK 59,689 391 754.46 91.91 114
JENNINGS 28,525 377 666.57 44.20 128 WASHINGTON 28,262 561 764.36 65.13 114
JOHNSON 140,126 315 582.68 442.16 158 WAYNE 68,917 405 687.22 255.40 233
KNOX 38,440 516 870.53 172.91 206 WELLS 27,315 368 704.72 94.49 131
KOSCIUSKO 76,872 540  1,171.81 200.54 108 WHITE 24,643 497 906.55 77.86 165
LAGRANGE 37,657 381 783.24 41.69 57 WHITLEY 33,292 337 630.24 67.00 88

LAKE 496,005 513 520.78 2,041.39 178
LAPORTE 111,467 607  1,029.09 356.09 119 Total 6,517,583 36,117 65,290.06 19,496.55 13,071

LAWRENCE 46,134 459 658.46 132.07 127

MADISON 131,643 453 867.94 559.67 216

Association of Indiana Counties 2017 County Fact Book, Indiana
Source: Department of Transportation, United States Department of
Commerce - Bureau of Census
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State of Indiana

Twenty Largest Indiana Public Companies
(ranked by 2015 revenue)

2015 Revenue

Ranking Company in Millions City
1 Anthem Inc. $ 79,200 Indianapolis
2 Eli Lilly and Co. 20,000 Indianapolis
3 Cummins Inc. 19,100 Columbus
4 Steel Dynamics Inc. 7,600 Fort Wayne
5 Zimmer Biomet Holdings Inc. 6,000 Warsaw
6 Simon Property Group Inc. 5,300 Indianapolis
7 Berry Plastics Group Inc. 4,900 Evansville
8 NiSource Inc. 4,700 Merrillville
9 Calumet Specialty Products Partners LP/CLMT 4,200 Indianapolis
10 Thor Industries 4,000 Elkhart
11 CNO Financial Group Inc. 3,800 Carmel
12 KAR Auction Services Inc. 2,600 Carmel
13 Vectren Corp. 2,400 Evansville
14 Allegion PLC 2,100 Carmel
15 Allison Transmission Holdings Inc. 2,000 Indianapolis
15 HHGregg 2,000 Indianapolis
15 Wabash National Corp. 2,000 Lafayette
18 The Finish Line Inc. 1,900 Indianapolis
19 Hillenbrand Inc. 1,600 Batesville
20 Drew Industries Inc. 1,400 Elkhart

SOURCE: Indianapolis Business Journal, 2017 Book of Lists.
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State of Indiana

Twenty Largest Indiana Private Companies
(Ranked by 2015 Revenue)

2015
Revenue (in
Ranking Company millions) City
1 Do It Best Corp. $ 3,000 Fort Wayne
2 Petroleum Traders Corp. 2,800 Fort Wayne
3 Cook Group Inc. 2,300 Bloomington
4 OneAmerica Financial Partners, Inc. 2,000 Indianapolis
5 LDI Ltd. LLC 1,800 Indianapolis
6 Jayco Corp. 1,400 Middlebury
6 White Lodging Services Corp. 1,400 Merrillville
8 The Bob Rohrman Auto Group 1,100 Lafayette
8 Steel Warehouse Co. LLC 1,100 South Bend
10 CountryMark 1,000 Indianapolis
10 Koch Enterprises Inc. 1,000 Evansville
12 Co-Alliance LLP 864 Avon
13 Atlas World Group Inc. 845 Evansuville
Indiana Farm Bureau Insurance--
14 Property/Casualty & Life 839 Indianapolis
15 Telamon Corp. 805 Carmel
16 Elwood Staffing 804 Columbus
17 Ray Skillman Auto Centers 750 Indianapolis
18 USIC LLC 704 Indianapolis
19 Hoosier Energy Rural Electric Cooperative Inc. 673 Bloomington
20 Vertellus 657 Indianapolis

SOURCE: Indianapolis Business Journal, 2017 Book of Lists.
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State of Indiana
Largest Indiana Private Colleges & Universities

(Ranked by Fall 2016 Full-Time Equivalent Enroliment)

Fall 2016
FTE
Ranking Institution Enroliment Location
1 Indiana Wesleyan University 13,211 Marion
2 University of Notre Dame 12,179 Notre Dame
3 Indiana Tech 7,193 Fort Wayne
4 Butler University 6,283 Indianapolis
5 University of Indianapolis 5,383 Indianapolis
6 WGU Indiana 5,074 Indianapolis
7 Valparaiso University 4,200 Valparaiso
8 Marian University 3,182 Indianapolis
9 Harrison College 3,132 Indianapolis
10 Rose Hulman Institute of Technology 3,004 Terre Haute
11 University of Evansville 2,542 Evansville
12 Grace College 2,459 Winona
13 University of Saint Francis 2,371 Fort Wayne
14 Trine University 2,252 Angola
15 DePauw University 2,202 Greencastle
16 Taylor University 2,039 Upland
17 Anderson University 1,988 Anderson
18 Manchester University 1,584 North Manchester

SOURCE: Indianapolis Business Journal, 2017 Book of Lists




- 277

l1ana

| Report - State of Indi

inancia

Comprehensive Annual F

‘sajousbe a1els snoeA :sedinog

euelpu) Aq pasiaadns sasjored salels 1ayl0 sapNjoul Salels JaLo Ul sjosed o saajoed eueIpul SBPNOXT §

*991JJ0 urew ay) AjUo papn|oul Seak Iold "SI0 JaLLED I0JOW PUB JOLISIP ‘UTeW S, 40 U} PAPNIOUI PAISISSE S

%6'S %€E'8 %0°0T %0°6 %L'8 %8 %6'S %6y %E Y %6'E
2oL 9Tr's ses'y vrT'e 885 vee'e 2£0'2 697'T 52T T20'T
8VS'/90'T $  LE0'08Z'T $  PSCOTY'TS  OST'EVY'TS  908'966 §  SEE'BTOTS  9TS'S6 $ 066'S€6  $ 86€'000'T $ 810'TL0'T $
290's6T $  888'€Ec $  C9S'6Ly §  TSL'ESC $  CSE'T8Z §  €00'8YC $  629'C9C $ 989'L08 Sr0'66C $ v8E'EST $
o8y Loy 618 vy sev 6. 87 825 5v5 e
908’ Sv0'y £v0'e 9ze'e vize 609'% 049 955' 626'7 TET'Y
256'LTY SYE'TTS vLT'eLY ele'62y £2r'96y SES'BTY T9E'vLY 0€9'657 880'STY 029ty
89'00€ 805'vEY v9e'vsy €00'LbY 951’85 5.5'007 852'G6€ 190'62€ LSY'TTE ze8'Lse
686'209 082789 818'€c8 91.'288 115'806 08T'v26 zre'eL8 656'vT8 zeg'oeL zeL'vs9
192121 S9L'veT 1S6'6TT 812'€9 165'2€ 582'8¢ 96€'2e 06261 zeg'oT T08'VT
6.8'v88 258'596 95v'2eT'T TYE'YL2'T 882'6/2'T  BS6'€0E'T 8v2'G9€E'T 185'005'T 8v6'92L'T 8TY'GrL'T
0L2'5E 0L2'8T 000'2E 985'6¢ 9sL'sy T0E'TY 8y V'Y L5T'6Y zee'ey
WIN WIN VIN 98T'C zor'e TE8'T 06’ 9e6'e 9e6'e £9€'y

00€'2S ozr'ey 9ez'op 88'T9 802'6Y 9202y 2Z10've vSr'TY 920'6L 969'9L
690'29€ 8T€'L0v v96'TL€ 158'0L€ 216'06€ L6T'96€ LES'Vey 880°Zhy 2LT'EES 152'61G
2e6'1Le 60€'vSC 0ET'EVT sve'sse 1r5'0L2 8sv'LYC 2ZsT'Y6C 2Z19'vee z08'see 159'9vE
vL8'EL 895'20T 898'18 vv8'9L 525'69 TES'VS 290'€0T €09'€8 €66'LTT 9.€'8L
200's8e 85.'TeS 96Y'ETS €LT'TEY 020'79€ v09'€2€ €89'T€C 616202 628'622 525502
£62'T TIE'T 5521 et STt €Tt we'T et T02'T 52T
BET'TT £8e'8 1£0'6 909'0T 85'6 58€'0T 689'6 965'6 598'8 LIS'L .
T9€ v'og €9¢ 9'9¢ 9'9g 6'9€ S9g 6'L€ 6'L€ T8¢
vee vee see 9ce Lee Lee o€e 6c€ o€e o€e
szz L1e L9T vee 66€ e€e G T0€ L0g €92

19258 82758 69'€5$ £35S 58'vSS 61558 Zr'sss £rves 68°25% 6€°25$
aT'Le v1e'6C 81262 L0g'82 8.€'8¢ 9sT'62 62€'62 €69'L¢ £66'SC TeL'ST y
12 2 12 2 0z 0z 0z 0z 0z 6T
LTr'L T20'2 892'9 ¥90'9 86T'9 952'9 60'9 v20'9 121’9 SE6'S

L106'E5$ L1888 585'52$ 592'2es T9T'T€$ 8vv'Les £19'228 zse'oes 002'vr$ 20T'SY$
S0t 6L 2L 8e 19 €e er €5 0s 8y
110'8L€ £09'€8E 696'06€ 510’88V 82v'ess T2€'EP9 650958 108'888 TY6'E6T'T T0T'988 .
0ECVOE 0S1'8S€ 112198 TECOTY 0897€S Zs£089 6€6°€SL 188628 1SI9TTT STT'TZ8 .
L8L'ET €s8've zsL'ee v8L'TC 8rL'8T 696'CT 02T'20T 17’59 v8T'LL 986'79 .

%L Y9 %69 %S'€L %e'eL %I'vL %8'8L %T'T8 %1'e8 %678 VIN B
V6E'T90'E €18'976'7 T/€'996' 6.0'V60'E 90'0PT'E  YIEVST'E 8T6'ESE'E S08'82€'E 9€8'.52'E VIN '
vv9'T86'T v95'9v0' 819'62T'2 958'892'2 €02'82€'C  029'595°C £69'T2L'2 o0zr'veL'e €6v'L92'2 VIN '

002 002 102 Tz 102 102 102 g1z 102 110z

spaq 10e.U0d pue

ref AJunod Ul piay sarewul sapnjou
[em LT0Z ubnoip y10Z €

(0€ aunp-T AINr) JedA [edsid 2
(o€ Joquiadaq - T Arenuer) JeaA xel T
:saJoN

JuawAojdwaun jo abejuadiad
(spuesnoy)) sjuewre|d 0} spew sjuswAed Jo Jaqunn
aouelnsu| JuswAoldwaun

(spuesnoy) Junowe papseme UONONASUOD
(spuesnouyy) a8y ubisap Buipnjoxa anfeA UoNINNSUOD
pasaisiuiwpe s1osfoid uononnsuod
uoneuodsuel] Jo uswyedsaq
uonejodsueiL

plos sasuadl| Buiddel
plos sasuady| Buiysiy
plos sasuady BununH
$921N0SaY [eJNJeN Jo Juswedad
juUsWdo[aAa(Q PUE "aIMND "UOJEAIaSUOD

sjualdioal (dVYNS) weiboid adueisissy [euonuinN [eusws|ddng
sjualdival (4NV.L) saljiwe ApaaN 104 Juelsissy Arelodwa |
sjuaidioas (dIHD) weiboid adueinsu| YljesH s,uaipjiyd pue predipsiy

PaAIRIaY SPI0daY dbeLIB JO JaquINN
PaAIROaY SpI0daYy uondopy Jo JaquinN
panss| sajeayIa) yread pue yuig Jo JaquinN
UieaH Jo Juswpedad
mesH

(99} ou) sayateas AIOISIH [eulwLD pajwI JO JaquinN
(99)) sayoseas AIOISIH [eulwLD PaliwI] JO Jaquinn
panss| sliwlad wiealld Jo JaquinN
panss| suopend oyjel] Jo JequinN
s1adoo. ] a1el1S Y

20110 a1EIS

s1apuayo pasinedng
Juaun) - aby JapuayO abelany
ayelu| ye aby JapuayQ abelany
spag 19euod
walq Jad 10D abesany
SIapuayO palesadIedu]
suonnsu| NPy Jo JaquinN
|auuosIad aAndY juswnedaq

uonoaLo) Jo weswuedsq

Repes onand

(spuesnoy)) @8} ubisap Bulpn|oxs anfeA uonNINASUOD
paJaisiuiwpe s1osfoid uononnsuod
uonensIuWpY Jo Juawpredaq

[e10] - pasissy s1akedxe] Jo JaquinN
auoydsjal - pasissy s1akedxe] Jo JaquinN
uj[ep - palsissy siakedxe] Jo JaquinN
Al[eaiuoi1aa|3 pajid SuINay Xel Jo Juadiad
Passa001d SUINdY Xel Jo JaguinN
Aj[eaiuonos(3 pajiq suinay xel Jo JaquinN
anuanay Jo Juawiredaq
JUSWIUISAOD) [eJouaD)

siea A |easiq ua] jse
JUSWIUIBAOY) JO uondun4 Aq siojesipuj Buierado
eueIpU| JO 3)e)S



State of Indiana

Capital Assets Statistics by Function of Government

Last Ten Fiscal Years

Function
Conservation, Culture and Development
Department of Natural Resources
Acres of land (parks, lakes, etc.) owned
Number of state parks
Number of reservoirs
Number of state forests
Number of fish & wildlife areas
Number of dams
Number of vehicles
Number of watercraft, registered
Number of watercraft, non-registered
Education
Department of Education
Number of public schools, K-12
Number of non-public schools, K-12 *
Commission for Higher Education
Number of public postsecondary institutions
number of institutions
number of campuses

Number of private not-for-profit postsecondary institutions

number of institutions
number of campuses

Number of private for profit postsecondary institutions **

number of institutions
number of campuses
General Government
Department of Administration
Number of buildings
Number of fleet service vehicles ***
Number of aircraft
Public Safety
Department of Correction
Number of adult facilities
Number of juvenile facilities
Number of parole facilities
Number of vans
State Police
Number of state police posts
Number of state police cars
Number of aircraft
Number of trailers
Transportation
Department of Transportation
Number of interstate miles
Number of non-interstate miles
Number of interstate and non-interstate
total miles
Number of interstate bridges
Number of non-interstate bridges ****
Number of interstate and non-interstate
total bridges
Acreage from excess land
Acreage from fixed assets
Total acres of land owned
Number of heavy equipment owned
Welfare
Family and Social Services Administration
Number of hospitals owned
Health
Indiana State Department of Health
Number of pieces of laboratory equipment

Noted: * Includes only the accredited and freeway schools.
** Institutions authorized through the Board for Proprietary
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Fiscal Year Ended June 30

2017 2016 2015
435,487 413,835 411,686
24 24 24
8 8 8
15 15 15
21 25 26
132 132 132
1,877 1,986 1,996
735 746 799
315 319 324
1,925 1,926 1,938
309 308 301
7 7 7
36 43 41
30 31 31
30 31 31
29 31 29
48 59 59
12 12 10
1,211 1,341 235
0 0 0
19 20 20
4 4 4
10 10 10
280 282 284
14 14 14
1,797 1,699 1,728
3 3 3
125 118 117
1,265 1,265 1,238
9,937 9,944 9,947
11,202 11,209 11,185
1,433 1,432 1,381
4,324 4,317 4,308
5,757 5,749 5,689
11,339 11,513 7,165
2,269 2,278 2,262
13,608 13,791 9,427
3,457 3,259 3,186
6 6 6
720 751 751

which is

through ICHE; the list includes eight not-for-profit institutions

N
S
=

414,212

1,923
301

43

29
29

29
59

10
239

749

2013

410,817
24
8

10
285

757

*** Increases since 2016 due to policy change requiring vehicle purchases to be made through the Department of Administration
**** Total for the 2016 non-interstate bridges is corrected from the prior year's report.

Sources: Various state agencies.

2012

406,243
24
8

15

25
134

2,073

899
212

1,931
294

a7

32
32

36
65

742

N
S
=
=

385,950

32
32

Unavailable
Unavailable

259

T

N
S
=
=)

381,267

1,941
304

7
39

32
32

Unavailable
Unavailable

270

751

2009

378,411

1,971
309

7
39

31
31

Unavailable
Unavailable

332
10

21

313

18
1,792

98

631

N
=3
S
=3

383,755

Unavailable

1,969
298

7
39

31
31

Unavailable
Unavailable

12

21

10
318

18
1,844

535
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