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RESERVES,
AND
REFUNDS,
OH MY!
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AGENDA

Revenues vs Reserves vs Surplus
Automatic taxpayer refunds?
Impacts from everything else - Gas Tax
Holiday, restoring prior budget cuts,
property tax relief?
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https://indianafiscalpolicyinstitute.wildapricot.org

Non-profit, non-partisan
Indiana-based

organization that looks at
the state budget, revenue
reports, and the impact of
tax policy across the state

https://indianafiscalpolicyinstitute.wildapricot.org/
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WHERE WE STAND NOW

 Indiana closed the books on FY 2026 (June 30 , 2026) with nearly $4 billion in
reserves

th

At that same time, the state estimated reserve levels for FY 2027 — this
projection assumes flat revenue growth and projects $5.3 billion in reserves by
June 30, 2027, or 22% of revenues

Just two months in FY 2027, revenue collections have exceeded forecast
projections. A positive revenue forecast in December 2026 could push the
state’s structural surplus past even the existing FY 2027 reserve projections



Revenue / Surplus / Reserve

General Fund Revenue
Money collected by the state through taxes, fees, etc.

General Fund Surplus
Amount of GF Revenue that exceeds expenditures each year

Reserves (a.k.a. Combined Balances) 
GF Surplus + three other funds that get lumped into the total reserve

Medicaid Contingency & Reserve Fund
State Tuition Reserve
Rainy Day Fund

Ge
t I

N-
VO

LV
ED

 | 
Su

m
m

er
 2

02
6



RESERVES BY THE NUMBERS

State Reserves at the end of FY 2026, by individual fund balance

General Fund Surplus = $1.855 billion 

Medicaid Contingency & Reserve Fund = $274.7 million

State Tuition Reserve = $793.6 million

Rainy Day Fund = $1.12 billion
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AUTOMATIC TAXPAYER REFUNDS

In odd numbered years (like 2027) if the state determines that there are
“excess reserves” of more than $50 million, then state law requires an
automatic taxpayer refund. 

Excess reserves are defined as reserves that exceed 12.5% of the general
revenue appropriation for the current state fiscal year. 

In FY 2026, combined balances were 17.2% of the following year’s
appropriations. 

That means that without a change to the Automatic Taxpayer Refund law or
spending down reserves, Indiana might realize another refund, such as those
in 2021 and 2022. 
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AND EVERYTHING ELSE...

Gas Tax Holiday - expected to cost $1.1 billion to pay back the
state highway fund for this summer’s gas tax suspension

Property Tax Elimination? - potential plans for this include
using state revenue to make up a portion of the revenue
loss to local units from eliminating homestead property
taxes 

Course Correct from 2025 Budget - will the legislature want to revisit
program cuts and eliminations in light of better revenue?
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“Budget leaders went into the 2025 budget expecting status quo revenues (based on
the December 2024 revenue forecast), when they received an updated revenue
forecast in April 2025 that substantially reduced expected revenues. 

As a result, budget leaders significantly cut spending and added a cigarette tax
increase to balance the budget. 

Even though revenue trends look promising now, any downturn in the economy could
severely hamper Indiana’s ability to target expected increased revenues and available
reserves on spending that will benefit Hoosiers.” 

- Stephanie Wells, Commentary: Understanding Indiana’s Reserves
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THE ONLY GUARANTEE IS
CHANGE

https://indianacapitalchronicle.com/2026/09/28/assessing-indianas-reserves/


YOUR CHALLENGE

IDENTIFY OTHER FACTORS THAT
COULD IMPACT THE 2027 BUDGET

UNDERSTAND WHEN/WHY IN’S
AUTOMATIC TAXPAYER REFUND

GOES INTO EFFECT

DISTINGUISH REVENUE
RESERVES FROM A SURPLUS
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Thank
you for
joining

us!
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