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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

 

 

To the Benefits Policy Committee and

  Participants of the Cummins Retirement and

  Savings Plan for Certain Collectively Bargained Employees

Columbus, Indiana

 

We have audited the accompanying statements of net assets available for benefits of the Cummins Retirement and Savings
Plan for Certain Collectively Bargained Employees (the “Plan”) as of December 31, 2016 and 2015, and the related statement of
changes in net assets available for benefits for the year ended December 31, 2016. These financial statements are the
responsibility of the Plan’s management. Our responsibility is to express an opinion on these financial statements based on our
audits.

 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial
statements are free of material misstatement. The Plan is not required to have, nor were we engaged to perform, an audit of its
internal control over financial reporting. Our audit included consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Plan’s internal control over financial reporting. Accordingly, we express no such opinion. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
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In our opinion, the financial statements referred to above present fairly, in all material respects, the net assets available for
benefits of the Plan as of December 31, 2016 and 2015, and the changes in net assets available for benefits for the year ended
December 31, 2016, in conformity with accounting principles generally accepted in the United States of America.

 

The supplemental information in the accompanying Schedule H, line 4i – Schedule of Assets (Held at End of Year) has been
subjected to audit procedures performed in conjunction with the audit of the Plan’s financial statements. The supplemental
information is presented for the purpose of additional analysis and is not a required part of the financial statements but includes
supplemental information required by the Department of Labor’s Rules and Regulations for Reporting and Disclosure under the
Employee Retirement Income Security Act of 1974.  The supplemental information is the responsibility of the Plan’s
management.  Our audit procedures included determining whether the supplemental information reconciles to the financial
statements or the underlying accounting and other records, as applicable and performing procedures to test the completeness
and accuracy of the information presented in the supplemental information. In forming our opinion on the supplemental
information in the accompanying schedules, we evaluated whether the supplemental information, including its form and content,
is presented in conformity with the Department of Labor’s Rules and Regulations for Reporting and Disclosure under the
Employee Retirement Income Security Act of 1974. In our opinion, the supplemental information in the accompanying schedule
is fairly stated in all material respects in relation to the financial statements as a whole.

 

 /s/ BLUE  & CO., LLC
BLUE & CO., LLC

Seymour, Indiana

 

June 23, 2017
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CUMMINS RETIREMENT AND SAVINGS PLAN 
 

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES 
 

 
 

STATEMENTS OF NET ASSETS AVAILABLE FOR BENEFITS 
 

DECEMBER 31, 2016 AND 2015 
 
 

 
 
   2016   2015  

Assets        
Investments:        
Investment in Cummins Inc. and Affiliates        
Retirement and Savings Plans Master Trust        

At fair value:        
Cummins Inc. common stock fund  $ 8,848,017  $ 10,616,551  
Other investments   138,334,276   155,529,591  

   147,182,293   166,146,142  
At contract value:        

Stable Value Fund   82,824,496   98,010,622  
 

Total investments   230,006,789   264,156,764  
        

Employee contributions receivable   -0-   215,385  
Employer contributions receivable   172,441   86,419  
Contributions receivable from outside plans   20,664,026   8,542,722  
Notes receivable from participants   4,413,889   7,803,240  

 
Net assets available for benefits  $ 255,257,145  $ 280,804,530   

 
 
 
  See accompanying notes to financial statements.         
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS

YEAR ENDED DECEMBER 31, 2016

 

 
 

 
Additions    
Contributions:    
Employer $ 4,578,693  
Employee  10,334,273  

Plan interest in Cummins Inc. and Affiliates Retirement    
and Savings Plans Master Trust investment income  18,305,722  

Interest on notes receivable from participants  165,798  
Total additions  33,384,486  
    

Deductions    
Benefits paid to participants  22,048,579  
Administrative expenses  10,337  

Total deductions  22,058,916  
    

Fund transfers with affiliate plans  (53,490,794)  
Fund transfers with outside plans  16,617,839  
    

Net change in net assets available for benefits  (25,547,385)  
    

Net assets available for benefits, beginning of year  280,804,530  
 
Net assets available for benefits, end of year $ 255,257,145  

 
 
  See accompanying notes to financial statements.
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

 

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

1.    DESCRIPTION OF THE PLAN

 

The following description of the Cummins Retirement and Savings Plan for Certain Collectively Bargained Employees (the
“Plan”) provides only general information. Participants should refer to the Plan document for a more complete description of
the Plan’s provisions. 

 

Effective January 1, 2015, the Plan was amended and adopted the name Cummins Retirement and Savings Plan for Certain
Collectively Bargained Employees.  Prior to this the name of the Plan was Cummins Retirement and Savings Plan for
Collectively Bargained Employees.

 

General

 

The Plan is a defined contribution plan designed to provide participants with a systematic method of savings and at the same
time enable such participants to benefit from contributions made to the Plan by Cummins Inc. and Affiliates (collectively, the
“Company”). Eligible employees are bargaining unit employees of the Company. The Plan is subject to the provisions of the
Employee Retirement Income Security Act of 1974 (“ERISA”).

 

Various amendments in 2016 merged the assets and liabilities included in certain plans into the Cummins Retirement and
Savings Plan for Certain Collectively Bargained Employees.  The transfer of these assets aggregated $16,617,839 and is
reflected in the accompanying financial statements as “Fund transfers with outside plans” in the Statement of Changes in Net
Assets Available for Benefits.  The following table summarizes the merging plans, merger effective dates, and participation
dates in the Cummins Retirement and Savings Plan for Certain Collectively Bargained Employees.
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

 

   Merger  Participation  
 Merging Plan  Date  Date  
 Cummins Central Power Profit Sharing and Redistribution Plan  6/30/2016  5/1/2016  
 Cummins Mid-South LLC 401(k) Profit Sharing Plan  6/30/2016  1/1/2016  
 Cummins Power Systems, LLC 401(k) Savings Plan  12/31/2016  1/1/2017  
 Cummins Bridgeway, LLC Employees’ Retirement & Savings Plan  12/31/2016  1/1/2017  
 Cummins Crosspoint, LLC 401(k) Profit Sharing Plan  12/31/2016  1/1/2017   
        

 

Master Trust

 

The Cummins Inc. and Affiliates Retirement and Savings Plans Master Trust (“Master Trust”) holds the assets of the Plan and
the Cummins Retirement and Savings Plan.

 

The trustee for the Master Trust is State Street Corporation (“Trustee”). As participants transfer between different locations
within the Company, their related Plan account transfers to the appropriate Plan, if applicable. Such transfers are reflected in
the accompanying financial statements as “Fund transfers with affiliate plans”.

 

Contributions

 

Participants may contribute up to 50% of their eligible pay through a combination of pre-tax and after-tax contributions.
Participants may direct their contributions in any of twenty-five investment options, including the Cummins Inc. Common Stock
Fund.

 

Matching Contributions
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

 

 

The Company matches participant contributions using various formulas of 50% of the first 2% of participant’s wages
contributed (up to a maximum of $325), 100% of the first 2% of participant’s wages contributed, 50% of $900, 50% of the first
4% of participant’s wages contributed, 50% of the first 6% of participant’s wages contributed, or 100% of the first 2% of
participant’s wages contributed, 50% on the next 2%, and 25% on the next 4% of participant’s wages contributed based on the
participant’s employing company, as defined. The matching contribution is made in the form of cash or Company stock, based
on the participant’s employing company, as defined. The entire amount of Company stock received as a match is available for
diversification.

 

Participant Accounts

 

Each participant’s account is credited with the participant’s contributions, the Company’s contributions and an allocation of
Plan earnings. Allocations of Plan earnings are made daily and are based upon the participant’s weighted average account
balance for the day, as described in the Plan document.

 

Vesting

 

Participants are fully vested in all employee and employer contributions and earnings thereon at all times.

 

Benefit Payments
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

 

Upon termination of employment or retirement, account balances are paid either as a lump-sum distribution or annual
installments not to exceed the lesser of 15 years or the life expectancy of the participant and/or joint life expectancy of the
participant and beneficiary, and commence no later than the participant reaching age 70-1/2. The Plan also permits hardship
withdrawals from participant pre-tax contributions and actual earnings thereon. Participants may also withdraw their after-tax
contributions.

 

 

 

Voting Rights

 

Each participant is entitled to exercise voting rights attributable to the Company shares allocated to his or her account. The
Trustee shall vote all Company shares for which no voting instructions were received in the same manner and proportion as
the shares for which voting instructions were received.

 

Notes Receivable from Participants

 

A participant can obtain a loan up to a maximum of the lesser of $50,000 or 50% of the participant’s account balance. Loans
are secured by the participant’s account balance and bear interest at the prime rate plus one percent, and mature no later than
4½ years from the date of the loan. Principal and interest is paid ratably through payroll deductions.

 

Plan Termination
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

 

Although it has not expressed any intent to do so, the Company has the right under the Plan to discontinue its contributions at
any time and to terminate the Plan subject to the provisions of ERISA.

 

 

2.   SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

 

Basis of Accounting

 

The financial statements of the Plan have been prepared on an accrual basis of accounting.

 

Investments held by a defined contribution plan are required to be reported at fair value, except for fully benefit-responsive
investment contracts. Contract value is the relevant measure for the portion of the net assets available for benefits of a defined
contribution plan attributable to fully benefit-responsive investment contracts because contract value is the amount participants
normally would receive if they were to initiate permitted transactions under the terms of the Plan.

 

Change in Accounting Principle

 

During 2016, the Plan adopted Accounting Standards Update 2015-07, Disclosures for Investments in Certain Entities That
Calculate Net Asset Value Per Share , which removes the requirement to categorize within the fair value hierarchy all
investments for which fair value is measured using the net asset value per share practical expedient.  As such, certain
investments that were measured at net asset value per share practical expedient have not been classified in the fair value
hierarchy table.  The 2015 fair value measurement disclosures have been restated for this change.

Investments
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

 

 

The Plan’s investment in the Master Trust is stated at fair value based on the fair value of the underlying investments of the
Master Trust, determined primarily by quoted market prices, except for the Stable Value fund and common/collective trust
investments. The Stable Value fund consists primarily of insurance contracts and bank investment contracts with various
companies. Insurance contracts and bank contracts are nontransferable, but provide for benefit-responsive withdrawals by
plan participants at contract value. Alternative investment contracts consist of investments together with contracts under which
a bank or other institution provides for benefit-responsive withdrawals by plan participants at contract value. Contract value
represents contributions made to investment contracts, plus earnings, less participant withdrawals and administrative
expenses. There are no limitations on liquidity guarantees and no valuation reserves are being recorded to adjust contract
amounts.

 

The common/collective trust investments are public investment securities valued using the net asset value (NAV) provided by
fund managers. The NAV is quoted on a private market that is not active; however, the unit price is based on underlying
investments which are traded on an active market.  There are no redemption restrictions on common/collective trusts.

 

Notes Receivable from Participants

 

Notes receivable from participants are measured at their unpaid principal balance plus any accrued but unpaid interest.
Delinquent notes receivable from participants are recorded as a distribution based upon the terms of the Plan document.

 

Allocation of Master Trust Assets and Transactions
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

 

The investment income and expenses of the Master Trust are allocated to each plan based on the relationship of the Plan’s
investment balances to the total Master Trust investment balances.

 

Use of Estimates

 

The preparation of financial statements, in accordance 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, liabilities, and
changes therein, and disclosure of contingent assets and liabilities. Actual results could differ from those estimates.

 

Risks and Uncertainties

 

The Master Trust invests in various securities. Investment securities, in general, are exposed to various risks, such as interest
rate, credit, and overall market volatility. Due to the level of risk associated with certain investment securities, it is reasonably
possible that changes in the values of investment securities will occur in the near term and such changes could materially
affect the amounts reported in the financial statements.

 

Payment of Benefits

 

Benefit payments are recorded when paid.

 

Administrative Expenses
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

 

Substantially all costs of administering the Plan are paid by the Company. However, a portion of administrative fees are
charged to participants’ accounts (a monthly fee of 0.05% of the participant’s account balance up to a maximum of $5).

 

 

3.   INVESTMENTS IN MASTER TRUST

 

The Plan’s investments are held in the Master Trust. At December 31, 2016 and 2015, the Plan’s interest in the net assets of
the Master Trust was 8.0% and 11.4%, respectively.

 

The following investments are held by the Master Trust as of December 31:

 

   2016   2015  
 At fair value:       
 Cummins Inc. Common Stock Fund $ 519,521,975  $ 370,998,542  
 Common / collective trusts  1,140,759,047   791,208,424  
 Registered investment companies  873,359,983   801,827,664  
   2,533,641,005   1,964,034,630  
 At contract value:       
 Stable Value fund wrapped       
 investment contracts  359,109,333   345,753,740  

        
 Total $ 2,892,750,338  $ 2,309,788,370  
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

 

 

 

 

 

 

 

The Plan’s percentage of each investment classification held by the Master Trust as of December 31 is as follows:

 

 
  2016  2015 
        
 Cummins Inc. Common Stock Fund  1.7%  2.9% 
 Stable Value fund  23.1%  28.3% 
 Common / collective trusts  5.9%  9.1% 
 Registered investment companies  8.2%  10.4%   
         

 

 

The Stable Value fund’s key objectives are to provide preservation of principal, maintain a stable interest rate, and provide
daily liquidity at contract value for participant withdrawals and transfers in accordance with the provision of the Plans. To
accomplish these objectives, the Stable Value fund invests primarily in investment contracts such as traditional guaranteed
investment contracts (GICs) and wrapper contracts (also known as synthetic GICs). In a traditional GIC, the issuer takes a
deposit from the Stable Value fund and purchases investments that are held in the issuer’s general account. The issuer is
contractually obligated to repay the principal and a specified rate of interest guaranteed to the Stable Value fund. A synthetic
investment contract, or wrapper contract, is an investment contract issued by an insurance company or other financial
institution, designed to provide a contract value “wrapper” around a portfolio of bonds or other fixed income securities that are
owned by the Stable Value fund.
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

 

 

In a wrapper contract structure, the underlying investments are owned by the Stable Value fund and held in trust for
participants. The Stable Value fund purchases a wrapper contract from an insurance company or bank. The wrapper contract
amortizes the realized and unrealized gains and losses on the underlying fixed income investments, typically over the duration
of the investments, through adjustments to the future interest crediting rate (which is the rate earned by participants in the
Stable Value fund for the underlying investments). The issuer of the wrapper contract provides assurance that the adjustments
to the interest crediting rate do not result in a future interest crediting rate that is less than zero. An interest crediting rate less
than zero would result in a loss of principal or accrued interest.

 

The key factors that influence future interest crediting rates for a wrapper contract include the level of market interest rates, the
amount and timing of participant contributions, transfers, and withdrawals into and out of the wrapper contract, the investment
returns generated by the fixed income investments that back the wrapper contract and the duration of the underlying
investments backing the wrapper contract. Wrapper contracts’ interest crediting rates are typically reset on a monthly or
quarterly basis. While there may be slight variations from one contract to another, most wrapper contracts use a formula to
determine the interest crediting rate that is based on the specific factors as aforementioned. Over time, the crediting rate
formula amortizes the Stable Value fund’s realized and unrealized market value gains and losses over the duration of the
underlying investments.

 

Because changes in market interest rates affect the yield to maturity and the market value of the underlying investments, they
can have a material impact on the wrapper contract’s interest crediting rate. In addition, participant withdrawals and transfers
from the Stable Value fund are paid at contract value but funded through the market value liquidation of the underlying
investments, which also impacts the interest crediting rate.
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

 

All wrapper contracts provide for a minimum interest crediting rate of zero percent. In the event that the interest crediting rate
should fall to zero and the requirements of the wrapper contract are satisfied, the wrapper issuers will pay to the Plans the
shortfall needed to maintain the interest crediting rate at zero. This helps to ensure that participants’ principal and accrued
interest will be protected.

 

In certain circumstances, the amount withdrawn from the wrapper contract would be payable at fair value rather than at
contract value. These events include termination of the Plans, a material adverse change to the provisions of the Plans, if the
employer elects to withdraw from a wrapper contract in order to switch to a different investment provider, or if the terms of a
successor plan (in the event of the spin-off or sale of a division) do not meet the wrapper contract issuer’s underwriting criteria
for issuance of a clone wrapper contract. These events described herein that could result in the payment of benefits at market
value rather than contract value are not probable of occurring in the foreseeable future.

 

Examples of events that would permit a wrapper contract issuer to terminate a wrapper contract upon short notice include the
Plans’ loss of their qualified status, uncured material breaches of responsibilities, or material and adverse changes to the
provisions of the Plans. If one of these events was to occur, the wrapper contract issuer could terminate the wrapper contract
at the market value of the underlying investments (or in the case of a traditional GIC, at the hypothetical market value based
upon a contractual formula).

 

Synthetic investment contracts generally impose conditions on both the Plan and the issuer. If an event of default occurs and
is not cured, the non-defaulting party may terminate the contract. The following may cause the Plan to be in default: a breach
of material obligation under the contract; a material misrepresentation; or a material amendment to the Plan agreement. The
issuer may be in default if it breaches a material obligation under the investment contract; makes a material misrepresentation;
is acquired or reorganized. If, in the event of default of an issuer, the Plan were unable to obtain a replacement the Plan could
seek to add additional issuers over time to diversify the Plan’s exposure to such risk, but there is no assurance the Plan may
be able to do so. The
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

 

combination of the default of an issuer and an inability to obtain a replacement agreement could render the Plan unable to
achieve its objective of maintaining a stable contract value. The terms of an investment contract generally provide for
settlement of payments only upon termination of the contract or total liquidation of the covered investments. Generally,
payments will be made pro-rata, based on the percentage of investments covered by each issuer. Contract termination occurs
whenever the contract value or market value of the covered investments reaches zero or upon certain events of default. If the
contract terminates due to issuer default, the issuer will generally be required to pay to the Plan the excess, if any, of contract
value over market value on the date of termination. If the contract terminates when the market value equals zero, the issuer
will pay the excess of contract value over market value to the Plan to the extent necessary for the Plan to satisfy outstanding
contract value withdrawal requests. Contract termination also may occur by either party upon election and notice.

 

4.   CUMMINS STOCK FUND

 

The following is the Master Trust’s investment in Cummins Inc. common stock (excluding cash) at December 31:

 

  2016  2015
       
 Number of shares  3,777,598   4,170,215
       
 Cost $ 250,682,624  $ 264,697,670
       
 Market $ 516,284,319  $ 367,020,622
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

 

 

5.   TAX STATUS

 

The Internal Revenue Service has determined by an opinion letter for the Plan dated October 5, 2016, that the Plan and
related trust are designed in accordance with applicable sections of the Internal Revenue Code (IRC). Although the Plan has
been amended subsequent to October 5, 2016,  the Plan administrator believes that the Plan is designed and is currently
operated in compliance with the applicable requirements of the IRC.

 

Accounting principles generally accepted in the United States of America require management to evaluate tax positions taken
by the Plan and recognize a tax liability if the Plan has taken an uncertain position that more likely than not would not be
sustained upon examination by various federal and state taxing authorities. Management has concluded that as of December
31, 2016 and 2015, there are no uncertain positions taken or expected to be taken that would require recognition of a liability
or disclosure in the accompanying financial statements.

 

The Plan is subject to routine audits by taxing jurisdictions. However, as of the date the financial statements were available to
be issued, there were no audits for any tax periods in progress. Management believes it is no longer subject to income tax
examinations for years prior to 2013.

 

 

 

6.    RELATED PARTY TRANSACTIONS
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

 

Certain Master Trust investments are shares of mutual funds managed by State Street Corporation and shares of Cummins
Inc. State Street Corporation is the Master Trust trustee. Cummins Inc. is the Plan Sponsor. Hewitt Associates, LLC serves as
the Plans’ third party administrator. Blue & Co., LLC serves as the Plan’s auditor. JPMorgan Asset Management serves as the
Plan’s investment manager of the Stable Value fund. Transactions with these parties qualify as party-in-interest transactions.

 

 

7.    FAIR VALUE MEASUREMENTS

 

The framework for measuring fair value provides a fair value hierarchy that prioritizes the inputs to valuation techniques used
to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets
or liabilities (level 1) and the lowest priority to unobservable inputs (level 3). The three levels of the fair value hierarchy are
described as follows:

Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities in
active markets that the Plan has the ability to access.

Level 2: Inputs to the valuation methodology include quoted prices for similar assets or liabilities in active
markets; quoted prices for identical or similar assets or liabilities in inactive markets; inputs other than quoted
prices that are observable for the asset or liability; inputs that are derived principally from or corroborated by
observable market data by correlation or other means. If the asset or liability has a specified (contractual) term,
the level 2 input must be observable for substantially the full term of the asset or liability.

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value measurement.

 
The asset or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of any input that
is significant to the fair value measurement. Valuation techniques maximize the use of relevant observable inputs and
minimize the use of unobservable inputs.
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

 

Following is a description of the valuation methodologies used for assets measured at fair value. There have been no changes
in the methodologies used at December 31, 2016 and 2015.

 

Registered investment companies and common stock: Valued at the closing price reported on the active
market on which the individual securities are traded.

 

The Plan’s policy is to recognize transfers between levels as of the end of the reporting period. There were no significant
transfers between levels during 2016 or 2015.

The following table sets forth by level, within the hierarchy, the Plan’s assets measured at fair value on a recurring basis as of
December 31, 2016 and 2015:

 

   2016 
   Fair Value   Level 1 
 Master Trust level assets      
 Registered investment companies $ 873,359,983  $ 873,359,983 
 Common stocks  519,521,975   519,521,975 
 Total assets in the fair value hierarchy  1,392,881,958  $ 1,392,881,958 
 Common/collective trusts*  1,140,759,047    
 Investments at fair value $ 2,533,641,005    
        

 
 

 

 

 
 

19



 
  
 

CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

 

 
 

 

  2015 
   Fair Value   Level 1 
 Master Trust level assets      
 Registered investment companies $ 801,827,664  $ 801,827,664 
 Common stocks  370,998,542   370,998,542 
 Total assets in the fair value hierarchy  1,172,826,206  $ 1,172,826,206 
 Common/collective trusts*  791,208,424    
 Investments at fair value $ 1,964,034,630    
        

 
 

* Common/collective trusts are measured at fair value using the net asset value per share or its equivalent as a practical
expedient and are therefore not required to be classified in the fair value hierarchy.

 

The following table sets forth the investments valued at NAV as of December 31, 2016:

 

      Other Redemption 
    Unfunded Redemption Redemption Notice 
   Fair Value Commitments Frequency Restrictions Restrictions 
        
 Vanguard Target Retirement Trusts $ 851,560,774 None Daily None None
 Northern Trust Collective S&P 500 Index Fund  247,621,187 None Daily None None
 Northern Trust Collective ACWI Ex-US Fund  7,956,092 None Daily None None
 Northern Trust Collective Aggregate Bond Index Fund  33,620,994 None Daily None None
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

 

 

The following table sets forth the investments valued at NAV as of December 31, 2015:

 

 
      Other Redemption 
    Unfunded Redemption Redemption Notice 
   Fair Value Commitments Frequency Restrictions Restrictions 
 
 Vanguard Target Retirement Trusts $ 547,213,756 None Daily None None
 Northern Trust Collective S&P 500 Index Fund  217,046,537 None Daily None None
 Northern Trust Collective ACWI Ex-US Fund  6,728,321 None Daily None None
 Northern Trust Collective Aggregate Bond Index Fund  20,219,810 None Daily None None
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CUMMINS RETIREMENT AND SAVINGS PLAN

FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 

 
 

 
 

SCHEDULE H, LINE 4i – SCHEDULE OF ASSETS 
  EIN 35-0257090  

(HELD AT END OF YEAR) 
  Plan Number: 030

DECEMBER 31, 2016 
 
 

 
 
(a) (b)  (c)  (d)   (e)

   Description of      Current
 Identity of Issue  Investment  Cost   Value

* Participant Loans  1 - 4 1/2 year maturity       
   4.25% - 4.50%  $ -0-  $ 4,413,889
 

 

*  Party in interest  

 

 

 

 

 

See report of independent registered public accounting firm. 
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Pursuant to the requirements of the Securities Exchange Act of 1934, the trustees (or other persons who administer the Plan)
have duly caused this annual report to be signed on its behalf by the undersigned hereunto duly authorized.

 
 

CUMMINS RETIREMENT AND SAVINGS PLAN 
    FOR CERTAIN COLLECTIVELY BARGAINED EMPLOYEES

 By:    Benefits Policy Committee of Cummins Inc.
  
Date:  June 23, 2017  By:   /s/ Donald G. Jackson 
  Donald G. Jackson
  Vice President – Treasurer

 

 



  
 
 
 
 
 
 
 
 
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 
We consent to the incorporation by reference in the Registration Statement No. 033-46097 on Form S-8 of Cummins Inc. of our report dated
June 23, 2017, with respect to the statements of net assets available for benefits of Cummins Retirement and Savings Plan for Certain
Collectively Bargained Employees as of December 31, 2016 and 2015, the related statements of changes in net assets available for benefits
for the year ended December 31, 2016, and the related supplemental schedule of Schedule H, line 4i-schedule of assets (held at end of year)
as of December 31, 2016, which report appears in the December 31, 2016 annual report on Form 11-K of Cummins Retirement and Savings
Plan for Certain Collectively Bargained Employees.
 
/s/ BLUE  & CO., LLC
 
BLUE & CO., LLC
Seymour, Indiana
June 23, 2017
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