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FISCAL IMPACT STATEMENT

LS 6994 NOTE PREPARED: Feb 4, 2023
BILL NUMBER: HB 1008 BILL AMENDED:  Feb 2, 2023

SUBJECT:  Pension Investments.

FIRST AUTHOR: Rep. Manning BILL STATUS: CR Adopted - 1st House
FIRST SPONSOR: 

FUNDS AFFECTED: X GENERAL IMPACT: State & Local
X DEDICATED

FEDERAL

Summary of Legislation: (Amended) The bill provides that a fiduciary, in making and supervising
investments of a reserve fund of the public pension system, shall discharge the fiduciary's duties solely in
the financial interest of the participants and beneficiaries of the public pension system. It establishes certain
requirements for fiduciaries, proxy advisors, service providers, and proxy voting. The bill also requires a
governmental entity to, at least annually, tabulate and report all proxy votes made in relation to the
administration of a fund of the public pension system. 

The bill provides that the Treasurer of State shall enforce these provisions. It provides that if the Treasurer
of State determines that a person has engaged in, is engaging in, or is going to engage in a violation regarding
fiduciary duties, the Treasurer of State shall make available to the public the name of the person or a specific
fund offered by the person. It requires the Treasurer of State to provide written notice to the person. The bill
requires the person to demonstrate to the Treasurer of State that the person or the specific fund is in
compliance with the requirements not later than 90 days after receiving notice. It also requires the Treasurer
of State to provide the name of the person or the specific fund to the board of trustees of the Indiana Public
Retirement System (board) if the Treasurer of State determines that the person or the specific fund is not in
compliance with the requirements after the 90 day period. 

The bill provides that the board shall begin divesting from and terminating any business relationship with
the person or the specific fund according to the board's best judgment on the timing of the divestment and
termination of a business relationship in order to maximize returns, minimize losses, and minimize
management fees. It requires the board to make the board's rationale available to the public if the board
determines that it is not in the best economic interest to divest and terminate a business relationship. It also
requires the board to amend the board's investment policies to comply with the requirements on or before
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December 31, 2023. 

Effective Date:  July 1, 2023.

Explanation of State Expenditures: (Revised) Investment Returns and Employer Contributions: Based on
an estimate by the Indiana Public Retirement System (INPRS), the bill could result in reduced aggregated
investment returns for defined benefit and defined contribution funds managed by INPRS by $6.7 B over the
next 10 years ($6.4 B for defined benefit funds, $0.3 B for defined contribution funds). Such a decrease
would reduce the estimated annual return on investment for defined benefit pensions managed by INPRS
from 6.25% to 5.05%. This would likely result in increased expenditures for state employers for pension
contributions.

Large decreases in investment earnings would result in increased unfunded liability in the defined benefit
funds, requiring a significant increase in employer contributions and state fund appropriations over time to
make up for lower investment returns. If the expectation of lower investment returns leads the INPRS board
to reduce the expected target rate of return for defined benefit funds (currently 6.25%), employer contribution
rates for the defined benefit funds managed by INPRS would likely increase beginning in FY 2025. 

(Revised) Impact on Pension Investments: Provisions of the bill that require fund managers to be subject to
the same fiduciary duties as government entities and the definition of fiduciary commitment in the bill would
prevent INPRS from using outside investment managers who pursue or market ESG investments for other
clients. In addition, the prohibitions in the bill to divest or limit investments in certain sectors would limit
the potential for active management of INPRS funds. The bill may effectively prohibit investment in private
markets (e.g., private equity) as well as the use of active public managers. 

If INPRS could not use active public managers under the bill, they would no longer be able to offer the Stable
Value Fund for the defined contribution accounts, since it is an actively managed account. However, having
a Stable Value Fund option is required under IC 5-10.2-2-3. The Stable Value Fund represents $2.3 B of
INPRS’s assets.

The bill applies to the following funds administered by INPRS: 
• Public Employees Retirement Fund (PERF); 
• Indiana State Teachers’ Retirement Fund (TRF);
• Indiana Judges’ Retirement Fund;
• Prosecuting Attorneys Retirement Fund (PARF); 
• State Excise Police, Gaming Agent, Gaming Control Officer, and Conservation Enforcement

Officers’ Retirement Fund (EG&C);
• 1977 Police Officers’ and Firefighters’ Pension and Disability Fund (‘77 Fund); 
• Legislators’ Retirement System;
• Pension Relief Fund; 
• Special Death Benefit Fund.

The bill also applies to the State Police Pension Trust administered by the Treasurer of State as well as any
other retirement or pension plan maintained, provided, or offered by a state governmental entity. It does not
include a sheriff’s pension trust or retirement funds managed by a state educational institution, a public
school corporation, or a political subdivision.

(Revised) INPRS Administrative Costs for Proxy Voting: INPRS estimates that the changes in the bill
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regarding proxy voting would increase administrative costs by $550,000 per year—$200,000 for custom
proxy voting policy and infrastructure and $350,000 to hire additional investment staff to manage proxy
voting. INPRS has over 200,000 proxy votes per year. The administrative costs of administering public
pension funds are paid from the respective funds.

(Revised) State Agencies: The bill would increase workload and expenditures for state agencies involved in
establishing or maintaining a public retirement or pension plan. This would include the Indiana Public
Retirement System, the State Police, the Treasurer of State, and the Auditor of State. The bill would
significantly increase reporting and tracking requirements for public pensions and proxy votes. It also
requires investment decisions to be made based on financial factors and not to further certain political, social,
or ideological interests. If a person or fund is found to violate provisions of the bill, the bill requires the
pension funds to divest from and terminate any business relationship with that person or fund and amend the
board’s investment policies. The administrative costs of administering public pension funds are paid from
the respective funds.

The Treasurer of State’s office is required to enforce the requirements of the bill. Existing staffing and
resource levels, if currently being used to capacity, may be insufficient for full implementation. The
additional funds and resources required could be supplied through existing staff and resources currently
being used in another program or with new appropriations. Ultimately, the source of funds and resources
required to satisfy the requirements of this bill will depend on legislative and administrative actions.

The bill allows the Treasurer of State to request assistance with an investigation from the Attorney General’s
office. The Attorney General should be able to provide the requested assistance with no additional
appropriations, assuming near customary agency staffing and resource levels.  

(Revised) Fiduciary Requirements: Under the bill, governmental entities would be required to ensure that
their employees, investment managers, and advisors make investments and carry out their duties in the
financial interest of the participants and beneficiaries of the funds and not to further the following political,
social, or ideological interests: 

1. Reduction of greenhouse gas emissions;
2. Institute or assess corporate board, employment, composition, compensation, or disclosure criteria
based on protected classes under Indiana civil rights statutes.

Divesting from, limiting investment in, or limiting the activities or investments of a company that does any
of the following provides evidence under the bill that a fiduciary is pursuing political, social, or ideological
interests.

1. Fails to meet or does not commit to environmental standards;
2. Engages in, facilitates, or supports the firearm industry;
3. Contracts with the United State Immigration and Customs Enforcement for the provision of
federal immigration detention centers or supports services related to the implementation of federal
immigration and border security laws, regulations, and polices;
4. Works in the following industries: fossil fuels, timber, mining, agriculture, and food animal
production.

Explanation of State Revenues:  

Explanation of Local Expenditures: Impact on Employer Contributions: The bill could increase employer
contributions for local units with members in PERF, school districts with employees in the TRF ‘96 fund,
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and police and fire departments with members in the ‘77 Fund.

Explanation of Local Revenues:  

State Agencies Affected: Treasurer of State, Indiana Public Retirement System, State Police, Auditor of
State, Attorney General, all agencies as employers.

Local Agencies Affected: Local units with members in PERF, school districts with employees in the TRF
‘96 fund, and police and fire departments with members in the ‘77 Fund.

Information Sources: Tony Green, INPRS, AGreen@inprs.in.gov.

Fiscal Analyst: Camille Tesch, 317-232-5293.
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