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Notice is given to all parties that the following materials have been filed into the 
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conducted on May 6, 2025 in this proceeding; 

- Certification of the accuracy and correctness of the 
digital video recording; 

- All exhibits introduced at the evidentiary hearing 
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view the digital video recording of the hearing at https://youtu.be/-nm1jE35ZUc. 

https://youtu.be/-nm1jE35ZUc


Parties may request a copy of the annotated digital video recording of the hearing 

by submitting a written request by electronic mail to pscfilings@ky.gov. A minimal fee 
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

ELECTRONIC APPLICATION ATMOS ENERGY )
CORPORATION FOR AN ADJUSTMENT OF ) CASE NO.
RATES; APPROVAL OF TARIFF REVISIONS; ) 2024-00276
AND OTHER GENERAL RELIEF )

CERTIFICATION

I, Candace H. Sacre, hereby certify that:

1. I am responsible for the preparation of the electronic files containing the recording

of the Formal Hearing conducted in the above-styled proceeding on May 6, 2025. The Formal

Hearing Log, Exhibits, and Exhibit List are included with the recording on May 6, 2025.

2. The recording accurately and correctly depicts the Formal Hearing of May 6,

2025; and

3. The Formal Hearing Log accurately and correctly states the events that

occurred at the Formal Hearing on May 6, 2025, and the time at which each occurred.

Signed this L ~ day of August, 2025.

- A

Candace H. Sacre
Administrative Specialist Senior

~
St pha le Schweighardt
Kentucky State at Large ID# KYNP64180
Commission Expires: January 14, 2027



Session Report - Detail 2024-00276 06May2025

Atmos Energy Corporation (Atmos)

Date: Type: Location: Department:
5/6/2025 Public Hearing\Public 

Comments
Hearing Room 2 Hearing Room 2 (HR 2)

Witness: Ryan Austin; Richard Baudino; Joe Christian; Dylan D'Ascendis; Kevin Dobbs; Randy Futral; Lane Kollen; Joel 
Multer; Paul Raab; Brannon Taylor; Thomas Troup; Gregory Waller; Emily Wiebe
Judge: Angie Hatton; Mary Pat Regan
Clerk: Candace H Sacre

Event Time Log Event
9:06:48 AM Session Started
9:06:55 AM Chair Hatton

     Note: Sacre, Candace Preliminary remarks.
9:07:08 AM Chair Hatton

     Note: Sacre, Candace Introductions.
9:07:16 AM Chair Hatton

     Note: Sacre, Candace Hearings recommendations.
9:08:08 AM Chair Hatton

     Note: Sacre, Candace Purpose of hearing.
9:08:12 AM Chair Hatton

     Note: Sacre, Candace Appearance of counsel.
9:08:14 AM Chair Hatton

     Note: Sacre, Candace For the Applicant?
9:08:17 AM Atty Honaker Atmos

     Note: Sacre, Candace Allyson Honaker.
9:08:20 AM Atty Temple Atmos

     Note: Sacre, Candace Heather Temple.
9:08:21 AM Atty Cave Atmos

     Note: Sacre, Candace Meredith Cave.
9:08:24 AM Chair Hatton

     Note: Sacre, Candace For the Attorney General's Office?
9:08:28 AM Asst Atty General Cook

     Note: Sacre, Candace Lawrence Cook and with me is Toland Lacy.
9:08:40 AM Chair Hatton

     Note: Sacre, Candace And for Commission Staff?
9:08:42 AM Staff Atty Colyer PSC

     Note: Sacre, Candace Jason Colyer, Ben Bellamy, and John West.
9:08:48 AM Chair Hatton

     Note: Sacre, Candace Public notice.
9:08:57 AM Chair Hatton

     Note: Sacre, Candace Pending motions.
9:09:20 AM Chair Hatton

     Note: Sacre, Candace Public comment.
9:11:31 AM Chair Hatton

     Note: Sacre, Candace Applicant witness order.
9:13:18 AM Chair Hatton

     Note: Sacre, Candace Attorney General's Office, Baudino remotely. 
9:14:10 AM Chair Hatton

     Note: Sacre, Candace Call first witness.
9:14:13 AM Atty Honaker Atmos

     Note: Sacre, Candace Kevin Dobbs.
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9:14:20 AM Chair Hatton
     Note: Sacre, Candace Witness is sworn.

9:14:20 AM Camera Lock Witness Activated
9:14:27 AM Chair Hatton - witness Dobbs

     Note: Sacre, Candace Examination.  Name and business address?
9:14:47 AM Atty Honaker Atmos - witness Dobbs

     Note: Sacre, Candace Direct Examination.  Title?
9:14:53 AM Atty Honaker Atmos - witness Dobbs

     Note: Sacre, Candace Cause testimony and responses be filed?
9:14:58 AM Atty Honaker Atmos - witness Dobbs

     Note: Sacre, Candace Additions or corrections?
9:15:03 AM Atty Honaker Atmos - witness Dobbs

     Note: Sacre, Candace If ask same questions, responses be same?
9:15:07 AM Atty Honaker Atmos - witness Dobbs

     Note: Sacre, Candace Intent incorporate those into record?
9:15:14 AM Camera Lock Deactivated
9:15:23 AM Staff Attorney Colyer PSC - witness Dobs

     Note: Sacre, Candace Cross Examination.  Tell me who today best qualified to testify about 
R&D rider?

9:15:35 AM Staff Attorney Colyer PSC - witness Dobbs
     Note: Sacre, Candace How about annual review mechanism?

9:15:45 AM Chair Hatton
     Note: Sacre, Candace Commissioner Regan?

9:16:08 AM Chair Hatton - witness Dobbs
     Note: Sacre, Candace Examination.  Noted in testimony residential bills steady since 2007, 

what mean by steady?
9:16:31 AM Chair Hatton - witness Dobbs

     Note: Sacre, Candace Regardless of outcome?
9:16:43 AM Chair Hatton - witness Dobbs

     Note: Sacre, Candace Doesn't vary with gas costs, or has it?
9:16:56 AM Chair Hatton - witness Dobbs

     Note: Sacre, Candace Options for paying bills, credit cards now accepted nonresidential, 
commercial customers also use methods?

9:17:27 AM Chair Hatton - witness Dobbs
     Note: Sacre, Candace Noticing that people use them?

9:17:33 AM Chair Hatton - witness Dobbs
     Note: Sacre, Candace Any substantial cost to company?

9:17:39 AM Camera Lock Witness Activated
9:17:49 AM Camera Lock Deactivated
9:17:51 AM Chair Hatton - witness Dobbs

     Note: Sacre, Candace Able set up options without hiring tech consultant?
9:18:06 AM Chair Hatton - witness Dobbs

     Note: Sacre, Candace Options customers asking for, how much pain set up?
9:18:19 AM Camera Lock Witness Activated
9:18:26 AM Camera Lock Deactivated
9:18:40 AM Chair Hatton - witness Dobbs

     Note: Sacre, Candace Text message for outage notifications?
9:18:56 AM Camera Lock Witness Activated
9:19:26 AM Chair Hatton - witness Dobbs

     Note: Sacre, Candace Have Salesforce field service software?
9:20:27 AM Chair Hatton - witness Dobbs

     Note: Sacre, Candace For work orders and services calls?
9:20:30 AM Chair Hatton - witness Dobbs

     Note: Sacre, Candace Mobile based?
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9:20:32 AM Camera Lock Deactivated
9:20:35 AM Camera Lock Witness Activated
9:20:39 AM Commissoner Regan - witness Dobbs

     Note: Sacre, Candace Examination.  And is Salesforce app?
9:20:40 AM Camera Lock Deactivated
9:20:44 AM Chair Hatton - witness Dobbs

     Note: Sacre, Candace Examination.  Testimony launching spring of 2025, launching or 
launched?

9:20:52 AM Camera Lock Witness Activated
9:20:55 AM Camera Lock Deactivated
9:20:56 AM Chair Hatton - witness Dobbs

     Note: Sacre, Candace Started Atmos corporate, started in Kentucky?
9:21:04 AM Camera Lock Witness Activated
9:21:16 AM Camera Lock Deactivated
9:21:19 AM Chair Hatton - witness Dobbs

     Note: Sacre, Candace Noticing effect late charges, pay in different ways helping?
9:21:32 AM Camera Lock Witness Activated
9:21:46 AM Chair Hatton - witness Dobbs

     Note: Sacre, Candace Roll a truck means disconnect?
9:22:08 AM Chair Hatton - witness Dobbs

     Note: Sacre, Candace Sharing the Warmth, gas specific assistance program?
9:22:10 AM Camera Lock Deactivated
9:22:15 AM Camera Lock Witness Activated
9:22:16 AM Chair Hatton - witness Dobbs

     Note: Sacre, Candace Shareholder program?
9:22:19 AM Camera Lock Deactivated
9:22:20 AM Chair Hatton - witness Dobbs

     Note: Sacre, Candace Noticed difference time responding issues using mobile app?
9:22:33 AM Camera Lock Witness Activated
9:23:04 AM Camera Lock Commissioner Activated
9:23:08 AM Camera Lock Deactivated
9:23:10 AM Commissioner Regan - witness Dobbs

     Note: Sacre, Candace Examination.  Discussion about LIHEAP, if not funded have 
precautions for that?

9:23:55 AM Camera Lock Witness Activated
9:24:07 AM Camera Lock Deactivated
9:24:08 AM Commissioner Regan - witness Dobbs

     Note: Sacre, Candace Asked in post-hearing, what impact be if go away?
9:24:09 AM POST-HEARING DATA REQUEST

     Note: Sacre, Candace COMMISSIONER REGAN - WITNESS DOBBS
     Note: Sacre, Candace IMPACT IF LIHEAP NOT FUNDED

9:24:21 AM Chair Hatton
     Note: Sacre, Candace Redirect?

9:24:25 AM Atty Honaker Atmos - witness Dobbs
     Note: Sacre, Candace Redirect Examination.  LIHEAP, Sharing the Warmth, separate?

9:24:32 AM Atty Honaker Atmos - witness Dobbs
     Note: Sacre, Candace Atmos shareholder dollars contributed?

9:24:36 AM Atty Honaker Atmos - witness Dobbs
     Note: Sacre, Candace Know amount contributed last year?

9:24:41 AM Camera Lock Witness Activated
9:24:44 AM Atty Honaker Atmos - witness Dobbs

     Note: Sacre, Candace Would continue if LIHEAP went away?
9:24:44 AM Camera Lock Deactivated
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9:24:50 AM Chair Hatton
     Note: Sacre, Candace Anything further from anyone?

9:25:16 AM Chair Hatton
     Note: Sacre, Candace Call next witness.

9:25:19 AM Atty Honaker Atmos
     Note: Sacre, Candace Brannon Taylor.

9:25:26 AM Camera Lock Witness Activated
9:25:27 AM Chair Hatton

     Note: Sacre, Candace Witness is sworn.
9:25:32 AM Chair Hatton - witness Taylor

     Note: Sacre, Candace Examination.  Name and business address?
9:25:48 AM Atty Honaker Atmos - witness Taylor

     Note: Sacre, Candace Direct Examination.  Title?
9:25:55 AM Atty Honaker Atmos - witness Taylor

     Note: Sacre, Candace Cause testimony and responses be filed?
9:26:00 AM Atty Honaker Atmos - witness Taylor

     Note: Sacre, Candace Additions or corrections?
9:26:04 AM Atty Honaker Atmos - witness Taylor

     Note: Sacre, Candace If ask same questions, responses be same?
9:26:09 AM Atty Honaker Atmos - witness Taylor

     Note: Sacre, Candace Intent incorporate those into record?
9:26:14 AM Camera Lock Deactivated
9:26:19 AM Staff Atty Colyer PSC - witness Taylor

     Note: Sacre, Candace Cross Examination.  R&D rider, topic know more about than anyone 
else here?

9:26:33 AM Staff Atty Colyer PSC - witness Taylor
     Note: Sacre, Candace Understand been around since '90s, not involved with Atmos?

9:26:49 AM Staff Atty Colyer PSC - witness Taylor
     Note: Sacre, Candace Tell me what know about history of rider, how came to have?

9:27:42 AM Staff Atty Colyer PSC - witness Taylor
     Note: Sacre, Candace Explain how amount determined 2017 case?

9:28:18 AM Staff Atty Colyer PSC - witness Taylor
     Note: Sacre, Candace Explain how money spent, who money go to?

9:29:30 AM Staff Atty Colyer PSC - witness Taylor
     Note: Sacre, Candace 2017 last time provided to Commission what money going to?

9:29:45 AM Staff Atty Colyer PSC - witness Taylor
     Note: Sacre, Candace Those provided in 2017 case?

9:30:00 AM Staff Atty Colyer PSC - witness Taylor
     Note: Sacre, Candace Give type of projects funded?

9:30:37 AM Staff Atty Colyer PSC - witness Taylor
     Note: Sacre, Candace Projects involve improving safety for customers?

9:30:53 AM Staff Atty Colyer PSC - witness Taylor
     Note: Sacre, Candace Pay through rider idea customers benefit more than Atmos, cost be 

on customers?
9:31:42 AM Staff Atty Colyer PSC - witness Taylor

     Note: Sacre, Candace Was federal funding for this some point?
9:31:55 AM Staff Atty Colyer PSC - witness Taylor

     Note: Sacre, Candace AG testimony believe cost of benefits by suppliers rider not renewed, 
response?

9:32:26 AM Staff Atty Colyer PSC - witness Taylor
     Note: Sacre, Candace Indicated not think rider necessary costs by suppliers if rider not 

exist?
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9:33:08 AM Staff Atty Colyer PSC - witness Taylor
     Note: Sacre, Candace Assume rider not renewed, expect market forces result suppliers 

borne by contractors and passed on to customers?
9:34:15 AM Commissioner Regan - witness Taylor

     Note: Sacre, Candace Examination.  Testimony industrial customers driving force economic 
development, considered T-4?

9:34:47 AM Commissioner Regan - witness Taylor
     Note: Sacre, Candace Be ones with largest increase if rates granted?

9:35:06 AM Commissioner Regan - witness Taylor
     Note: Sacre, Candace Costs passed to residential customers?

9:35:30 AM Chair Hatton - witness Taylor
     Note: Sacre, Candace Examination.  NARUC resolution, support R&D rider or encourage 

research and development?
9:36:02 AM Chair Hatton

     Note: Sacre, Candace Anything further?
9:36:04 AM Chair Hatton

     Note: Sacre, Candace Redirect?
9:36:22 AM Chair Hatton

     Note: Sacre, Candace Call next witness.
9:36:24 AM Atty Honaker Atmos

     Note: Sacre, Candace Ryan Austin.
9:36:30 AM Camera Lock Witness Activated
9:36:39 AM Chair Hatton

     Note: Sacre, Candace Witness is sworn.
9:36:47 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Examination.  Name and business address?
9:37:01 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Direct Examination.  Title?
9:37:13 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Cause testimony and responses be filed?
9:37:18 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Additions or corrections?
9:37:45 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Other than those, any other additions or corrections?
9:37:51 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace If ask same questions, responses be same?
9:37:56 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Intent incorporate into record?
9:38:03 AM Camera Lock Deactivated
9:38:07 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Cross Examination.  Bare steel replacement through PRP, status 
update on replacement?

9:39:17 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Done in three years, based on what rate of spending?

9:39:36 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace If cap not lifted, what be end date?

9:40:05 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Aldyl A pipe Atmos wants right now, replaced on case-by-case basis?

9:41:40 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Age of pipe another factor?

9:42:10 AM Camera Lock Witness Activated
9:42:19 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Cost factors come into play in decision?
9:42:20 AM Camera Lock Deactivated
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9:42:39 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Aldyl A pipe mixed bare steel interspersed, digging up bare steel 

cheaper dig up Aldyl A, comes up?
9:44:03 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Atmos change PRP spending, be permitted replace Aldyl A pipe?
9:45:20 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Have ability replace Aldyl A pipe, why Atmos replace Aldyl A bare 
steel still has three years to go?

9:46:11 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Under PRP allowance, already able do that?

9:47:09 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Not asking Adelaide ahead bare steel, clear way do after bare steel 

or on case-by-case basis?
9:48:32 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Nothing preventing replacing Adelaide nonPRP expenditure?
9:51:01 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Mentioned flexibility, lead time already approved, longer lead time 
for that?

9:52:08 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Mentioned Aldyl A was a, forgot term?

9:52:17 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Aware of bulletins, nothing requires Aldyl A replaced certain time 

frame?
9:54:35 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace How much replaced so far?
9:55:02 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Know how much spent replacing Aldyl A?
9:55:15 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Estimate how much sot replace all Aldyl A?
9:55:49 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Have time frame expect completed if no cap?
9:56:35 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace What expect time frame be if cap not raised?
9:57:15 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace How think replacement bare steel and Aldyl A compares industry 
standard?

9:58:22 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Before Atmos replacing bare steel, what pipe priority?

10:00:19 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Oldest pipeline 100 years old?

10:01:18 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Pipeline modernization rider, why need separate rider separate from 

PRP plan?
10:04:31 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Mega rule requirement, referring replacing pipes not piggable?
10:06:01 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Discussions with Commissioners about pig, mind explaining how pig 
works?

10:08:38 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Understanding mega rule, three options, shutting down line, 

pressure testing, liquid natural gas, one option?
10:09:22 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Other mentioned replacing pipe new pipe can be pigged, third 
option involves retrofitting so be pigged, looked at?
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10:09:50 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace That's the 20,000 feet?

10:11:14 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Idea rider tariff explain what replace, eliminate need CPCN replace 

pipeline PHMSA requires by 2035?
10:12:05 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace What Atmos want rider include as things be paid for by rider?
10:13:25 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Rider specifically cover replacement nonpiggable pipes?
10:13:45 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace What nonpiggable pipes not need be replaced?
10:14:25 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace How much pipe need be replaced under rider?
10:14:55 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Estimated cost for replacement?
10:16:49 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Atmos' position testing down with pig be included part of rider?
10:17:27 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Any other PHMSA requirements expect be part of tariff?
10:17:48 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Look at Exhibit TRA-5, proposed MAOP confirmation method, explain 
what column means?

10:19:48 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Thought you said would anticipate providing information under PM 

rider?
10:20:27 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Projects on list expect be filing CPCNs or be arguing were 
replacements?

10:21:04 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Atmos determine cost pressure testing each one future projects?

10:22:08 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Pressure testing or retrofitting pipe, cost estimates liquid natural gas 

or retrofitting?
10:23:17 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Said record already includes estimated costs for replacement?
10:23:32 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Beyond two years?
10:23:46 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Think said 20 miles, how many miles chart include?
10:24:12 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Best person ask about capital expenditures?
10:24:12 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Foresee rider for purpose of replacing 20 miles under PHMSA and 
then go away unless new requirement?

10:24:44 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Ask post-hearing data request total estimated cost replacement?

10:24:45 AM POST-HEARING DATA REQUEST
     Note: Sacre, Candace STAFF ATTY COLYER PSC - WITNESS AUSTIN
     Note: Sacre, Candace COST OF REPLACING 20 MILES UNDER PHMSA

10:25:10 AM Camera Lock Staff Activated
10:25:18 AM Camera Lock Deactivated
10:25:27 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace For any capital expenditures?
10:25:54 AM Camera Lock Staff Activated
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10:25:56 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Recall discussion rebuttal about economic development benefits PM 

and PRP riders, explain how benefit?
10:26:23 AM Camera Lock Deactivated
10:26:30 AM Camera Lock Witness Activated
10:26:43 AM Camera Lock Deactivated
10:27:04 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Examination.  Atmos asking remove the cap?
10:27:23 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Current cap $30 million?
10:28:04 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Instituted in 2018?
10:28:10 AM Chair Hatton - witness Austin

     Note: Sacre, Candace With Atmos at that time?
10:28:14 AM Chair Hatton - witness Austin

     Note: Sacre, Candace What has changed?
10:28:41 AM Camera Lock Witness Activated
10:30:36 AM Chair Hatton - witness Austin

     Note: Sacre, Candace How ask the PSC, through collaboration?
10:33:01 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Cap remained static since 2017 and 2018 levels except for $2 million 
last year?

10:33:03 AM Camera Lock Deactivated
10:33:24 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Costs have increased, saying amount not increased, increased for 
inflation?

10:33:27 AM Camera Lock Witness Activated
10:33:33 AM Camera Lock Deactivated
10:33:37 AM Camera Lock Witness Activated
10:33:47 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Is a set cash cap, not vary much?
10:33:48 AM Camera Lock Deactivated
10:34:47 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Secretary Noel letter, describe economic development in Atmos 
territory?

10:35:27 AM Camera Lock Witness Activated
10:37:20 AM Chair Hatton - witness Austin

     Note: Sacre, Candace When new economic development considered, infrastructure, roads, 
water consulted?

10:37:35 AM Chair Hatton - witness Austin
     Note: Sacre, Candace What doing comply flexibility field-ready sites, not turned anyone 

down?
10:37:41 AM Camera Lock Deactivated
10:37:49 AM Camera Lock Witness Activated
10:37:51 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Required to serve, just matter when?
10:38:26 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Talking about PHEMSA not have deadline for Aldyl A, recommending 
it?

10:38:29 AM Camera Lock Deactivated
10:38:42 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Economic development projects separate from ones required do?
10:39:01 AM Camera Lock Witness Activated
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10:39:47 AM Chair Hatton - witness Austin
     Note: Sacre, Candace Have cap for PRP spending pipeline replacement, also have nonPRP 

cap?
10:39:52 AM Camera Lock Deactivated
10:39:55 AM Chair Hatton - witness Austin

     Note: Sacre, Candace NonPRP spending where economic development comes in?
10:40:01 AM Camera Lock Witness Activated
10:40:34 AM Camera Lock Deactivated
10:40:35 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Remove cap altogether, assuming not, what guardrails, reporting, 
still have oversight, suggestions?

10:41:03 AM Camera Lock Witness Activated
10:42:26 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Case by case?
10:42:28 AM Chair Hatton - witness Austin

     Note: Sacre, Candace But also annual filing?
10:42:29 AM Camera Lock Deactivated
10:42:31 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Intervenors participate, $42 million random or suggested for raised 
cap?

10:43:02 AM Chair Hatton - witness Austin
     Note: Sacre, Candace Do DIMP and TIMP create plan distribution integrity management 

and transmission integrity management, someone approve?
10:44:34 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Once approved becomes written procedure and required comply?
10:45:22 AM Chair Hatton - witness Austin

     Note: Sacre, Candace What left still needs replaced, 14 miles pre-1970 pipe, 5.9 miles 
older than 1955?

10:46:03 AM Chair Hatton - witness Austin
     Note: Sacre, Candace The Mega Rule, the maximum?

10:46:14 AM Chair Hatton - witness Austin
     Note: Sacre, Candace Think where really confusing, Mega Rule compliance, maximum 

operating pressure?
10:46:23 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Separate from that 63 more miles?
10:47:00 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Talked about how collaborate with PSC PIP Pipeline Safety Division, 
what look like?

10:47:44 AM Camera Lock Witness Activated
10:47:45 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Supposed to prioritize replacing Aldyl A pipe high consequence 
areas?

10:47:47 AM Camera Lock Deactivated
10:48:02 AM Camera Lock Witness Activated
10:48:14 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Talking about TIMP versus DIMP?
10:48:17 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Aldyl A more DIMP?
10:48:22 AM Camera Lock Deactivated
10:48:36 AM Chair Hatton - witness Austin

     Note: Sacre, Candace Identified areas high consequence Kentucky service area?
10:48:49 AM Camera Lock Witness Activated
10:49:17 AM Camera Lock Deactivated
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10:49:47 AM Chair Hatton
     Note: Sacre, Candace All my questions, follow up by anyone?

10:49:54 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace Recross Examination.  Replacement bare steel, Aldyl A, and other, 

old pipelines removed or abandoned?
10:50:57 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Ongoing O&M cost associated with abandonment?
10:51:26 AM Chair Hatton

     Note: Sacre, Candace Redirect?
10:51:29 AM Atty Honaker Atmos

     Note: Sacre, Candace Ask for small break.
10:51:43 AM Chair Hatton

     Note: Sacre, Candace Recess for 10 minutes.
10:51:48 AM Session Paused
11:08:29 AM Chair Hatton

     Note: Sacre, Candace Back on the record.
11:08:29 AM Session Resumed
11:08:40 AM Chair Hatton

     Note: Sacre, Candace Believe about to do redirect.
11:08:44 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Redirect Examination.  Lot of discussion about caps for Atmos?
11:08:47 AM Camera Lock Deactivated
11:08:53 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace And is two separate caps, correct?
11:09:04 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Any other LDC in Kentucky has these caps in place?
11:09:10 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Is for both PRP and nonPRP?
11:09:16 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Discussing with Chair about economic development and caps issue?
11:09:27 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Stated be looking at Atmos, also looking other parts of Kentucky, 
territory of another LDC?

11:10:14 AM Atty Honaker Atmos - witness Austin
     Note: Sacre, Candace How caps affect, can do PRP and then nonPRP, decisions annual 

basis?
11:12:16 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Talked earlier about Aldyl A on case-by-case basis?
11:12:28 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Is some uncertainty around that?
11:13:40 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Was a year apart in PRP when submitted those?
11:13:46 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Same town, same pipe, same stuff one street over, one approved, 
one denied?

11:14:24 AM Atty Honaker Atmos - witness Austin
     Note: Sacre, Candace Way tariff set up file on or before Aug 1st, projects want do fiscal 

year?
11:14:50 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Way tariff set up have order approval by Oct 1st?
11:15:26 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Asked about PM rider and what process look like, Atmos' intention 
be done same way of PRP?
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11:15:51 AM Atty Honaker Atmos - witness Austin
     Note: Sacre, Candace Be willing continue make annual filings PRP program with and 

without caps?
11:16:22 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Atmos willing provide information Commission need make sure 
understand scope and costs of projects?

11:16:45 AM Atty Honaker Atmos - witness Austin
     Note: Sacre, Candace Atmos able maneuver with caps with economic development and 

projects and all going on?
11:17:50 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Not say not been problem yet, but here being proactive before 
becomes issue?

11:18:26 AM Atty Honaker Atmos - witness Austin
     Note: Sacre, Candace Talked about Mega Rule know is deadline MAOP reconfirmation 

complete?
11:18:36 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Is 50 percent by '28 and 100 percent by '35?
11:18:41 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace PHEMSA not given other mandates, not give time frame bare steel, 
cast iron, anything else be out of ground?

11:19:21 AM Atty Honaker Atmos - witness Austin
     Note: Sacre, Candace PRP caps, if caps not put in place on PRP, finished with bare steel 

removal?
11:19:35 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Caps made spread out where not be complete until '28 increase in 
caps but longer than that not get increase?

11:19:50 AM Atty Honaker Atmos - witness Austin
     Note: Sacre, Candace 2028 would be if caps removed?

11:20:22 AM Atty Honaker Atmos - witness Austin
     Note: Sacre, Candace PM rider similar to what approved for LDC in Kentucky, same type 

rider?
11:20:48 AM Atty Honaker Atmos - witness Austin

     Note: Sacre, Candace Again, narrowly tailoring that just be projects provided in TRA-5?
11:21:30 AM Chair Hatton

     Note: Sacre, Candace Recross?
11:21:41 AM Staff Atty Colyer PSC - witness Austin

     Note: Sacre, Candace Recross Examination.  Replacement for PHEMSA is transmission 
lines, that's a TIMP and not a DIMP?

11:22:10 AM Staff Atty Colyer PSC - witness Austin
     Note: Sacre, Candace No ranking of replacement against Aldyl A or bare steel because one 

distribution and one transmission?
11:22:48 AM Chair Hatton

     Note: Sacre, Candace Call next witness.
11:22:51 AM Atty Honaker Atmos

     Note: Sacre, Candace Recall Brannon Taylor.
11:23:03 AM Staff Atty Colyer PSC

     Note: Sacre, Candace Discussed at break.
11:23:05 AM Chair Hatton

     Note: Sacre, Candace No objection, Mr. Cook?
11:23:07 AM Asst Atty General Cook

     Note: Sacre, Candace No objection.
11:23:11 AM Camera Lock Witness Activated
11:23:12 AM Chair Hatton

     Note: Sacre, Candace Remind still under oath.
11:23:20 AM Camera Lock Deactivated
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11:23:23 AM Wireless Presentation Activated
11:23:26 AM Chair Hatton

     Note: Sacre, Candace Cross of Staff?
11:23:38 AM Staff Atty Colyer PSC - witness Taylor

     Note: Sacre, Candace Recross Examination.  Able to see screen?
11:23:45 AM Staff Atty Colyer PSC - witness Taylor

     Note: Sacre, Candace Copy of PM rider?
11:23:53 AM Staff Atty Colyer PSC - witness Taylor

     Note: Sacre, Candace Know who drafted language?
11:24:19 AM Staff Atty Colyer PSC - witness Taylor

     Note: Sacre, Candace Paragraph 2, Rate, first sentence says, reading?
11:24:52 AM Staff Atty Colyer PSC - witness Taylor

     Note: Sacre, Candace What foresee as approval mechanism, Chair talked with Austin, 
providing information and when, what language add clarify?

11:25:59 AM Staff Atty Colyer PSC - witness Taylor
     Note: Sacre, Candace When make filings current PRP plan, how differ CPCN filing?

11:27:07 AM Staff Atty Colyer PSC - witness Taylor
     Note: Sacre, Candace Atmos asked reasonable alternatives and cost in PRP case?

11:28:45 AM Staff Atty Colyer PSC - witness Taylor
     Note: Sacre, Candace If Commission decide more specific description of work, be done 

under PM rider?
11:30:12 AM Staff Atty Colyer PSC - witness Taylor

     Note: Sacre, Candace Expectation be rider be removed Atmos in compliance Mega Rule?
11:30:53 AM Staff Atty Colyer PSC - witness Taylor

     Note: Sacre, Candace Any discussion at Atmos involved in effect of Trump PHEMSA 
changes?

11:31:37 AM Staff Atty Colyer PSC - witness Taylor
     Note: Sacre, Candace 50 percent by 2028 and 100 percent by 2035, right?

11:31:50 AM Staff Atty Colyer PSC - witness Taylor
     Note: Sacre, Candace What is justification accelerated recovery of that same as PRP?

11:33:18 AM Chair Hatton - witness Taylor
     Note: Sacre, Candace That be on ongoing basis proposed and provide justifications?

11:33:39 AM Wireless Presentation Deactivated
11:33:47 AM Chair Hatton

     Note: Sacre, Candace Anyone else have questions?
11:34:06 AM Chair Hatton

     Note: Sacre, Candace Call next witness.
11:34:09 AM Atty Honaker Atmos

     Note: Sacre, Candace Out of order, Dylan D'Ascendis.
11:34:24 AM Chair Hatton

     Note: Sacre, Candace Witness is sworn.
11:34:25 AM Camera Lock Witness Activated
11:34:33 AM Chair Hatton - witness D'Ascendis

     Note: Sacre, Candace Examination.  Name and work address?
11:34:58 AM Atty Cave Atmos - witness D'Ascendis

     Note: Sacre, Candace Direct Examination.  Cause testimony and responses be filed?
11:35:03 AM Atty Cave Atmos - witness D'Ascendis

     Note: Sacre, Candace Additions or corrections?
11:35:04 AM Camera Lock Deactivated
11:35:44 AM Atty Cave Atmos - witness D'Ascendis

     Note: Sacre, Candace If ask same questions, answers be same?
11:35:44 AM Camera Lock Applicant Activated
11:35:52 AM Camera Lock Deactivated
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11:35:53 AM Atty Cave Atmos - witness D'Ascendis
     Note: Sacre, Candace Intent incorporate into record?

11:36:03 AM Staff Atty West PSC - witness D'Ascendis
     Note: Sacre, Candace Cross Examination.  Explain why added unregulated proxy?

11:37:37 AM Staff Atty West PSC - witness D'Ascendis
     Note: Sacre, Candace Agree unregulated industries deal different aspects regard price 

competition?
11:37:52 AM Staff Atty West PSC - witness D'Ascendis

     Note: Sacre, Candace What about demand fluctuations?
11:38:50 AM Staff Atty West PSC - witness D'Ascendis

     Note: Sacre, Candace With greater market risks, justify higher expected returns?
11:39:12 AM Staff Atty West PSC - witness D'Ascendis

     Note: Sacre, Candace Regard regulated industries, operate under monopoly?
11:39:22 AM Staff Atty West PSC - witness D'Ascendis

     Note: Sacre, Candace Stable cash flows?
11:39:33 AM Staff Atty West PSC - witness D'Ascendis

     Note: Sacre, Candace Lower risks should not work as far as lower return on equity?
11:39:43 AM Staff Atty West PSC - witness D'Ascendis

     Note: Sacre, Candace The return on equity not be reflected in return on equity?
11:41:20 AM Staff Atty West PSC - witness D'Ascendis

     Note: Sacre, Candace Agree using unregulated industry as proxy group?
11:41:32 AM Staff Atty West PSC - witness D'Ascendis

     Note: Sacre, Candace Agree are capital structure differences regulated and unregulated 
industry?

11:41:49 AM Staff Atty West PSC - witness D'Ascendis
     Note: Sacre, Candace What about differences in cost recovery?

11:41:57 AM Staff Atty West PSC - witness D'Ascendis
     Note: Sacre, Candace Regulated industry ask for increase, unregulated cannot do that?

11:43:11 AM Staff Atty West PSC - witness D'Ascendis
     Note: Sacre, Candace Another difference regulated industries serve essential services?

11:43:46 AM Staff Atty West PSC - witness D'Ascendis
     Note: Sacre, Candace Downward adjustment nonprice proxy group, regulated?

11:44:26 AM Staff Atty West PSC - witness D'Ascendis
     Note: Sacre, Candace Talk about Delta and Columbia, aware what adopted return on 

equity for Columbia?
11:45:46 AM Chair Hatton

     Note: Sacre, Candace Is this already in record?
11:46:00 AM Asst Gen Counsel Bellamy PSC

     Note: Sacre, Candace Don't believe is in record.
11:46:04 AM Chair Hatton

     Note: Sacre, Candace Call it Staff 1.
11:46:05 AM STAFF HEARING EXHIBIT 1

     Note: Sacre, Candace STAFF ATTY WEST PSC - WITNESS D'ASCENDIS
     Note: Sacre, Candace ORDER OF THE PUBLIC SERVICE COMMISSION ENTERED DEC 30 

2024 CASE NO. 2024-00092 APPLICATION OF COLUMBIA GAS OF 
KENTUCKY INC.

11:46:41 AM Staff Atty West PSC - witness D'Ascendis
     Note: Sacre, Candace Cross Examination (cont'd).  Could turn to page 5?

11:46:48 AM Asst Gen Counsel Bellamy PSC
     Note: Sacre, Candace Would you want to admit as Staff Exhibit 1?

11:46:55 AM Chair Hatton
     Note: Sacre, Candace Any objection?

11:47:02 AM Chair Hatton
     Note: Sacre, Candace So entered.
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11:47:03 AM STAFF HEARING EXHIBIT 1
     Note: Sacre, Candace STAFF ATTY WEST PSC - WITNESS D'ASCENDIS
     Note: Sacre, Candace ORDER OF THE PUBLIC SERVICE COMMISSION ENTERED DEC 30 

2024 CASE NO. 2024-00092 APPLICATION OF COLUMBIA GAS OF 
KENTUCKY INC.

11:47:07 AM Staff Atty West PSC - witness D'Ascendis
     Note: Sacre, Candace Cross Examination (cont'd).  Page 5, what Columbia looking return 

on equity?
11:47:25 AM Staff Atty West PSC - witness D'Ascendis

     Note: Sacre, Candace Similar to what are looking for?
11:47:41 AM Staff Atty West PSC - witness D'Ascendis

     Note: Sacre, Candace What were looking for?
11:48:25 AM Staff Atty West PSC - witness D'Ascendis

     Note: Sacre, Candace Page 41, matter resulted in settlement, what recommendation 
return on equity?

11:49:14 AM Staff Atty West PSC - witness D'Ascendis
     Note: Sacre, Candace Flotation costs, typically costs not factor in ROE, correct?

11:49:33 AM Staff Atty West PSC - witness D'Ascendis
     Note: Sacre, Candace Meaning not measure effectiveness use of shareholders' equity?

11:50:52 AM Chair Hatton - witness D'Ascendis
     Note: Sacre, Candace Examination.  Not accepted here, here being Kentucky?

11:51:11 AM Commissioner Regan - witness D'Ascendis
     Note: Sacre, Candace Examination.  Talked market risk and business risk not 

interchangeable?
11:51:20 AM Commissioner Regan - witness D'Ascendis

     Note: Sacre, Candace Elaborate on that?
11:52:48 AM Commissioner Regan - witness D'Ascendis

     Note: Sacre, Candace That helps, filed in 2024, updated numbers Jan '25?
11:52:58 AM Commissoner Regan - witness D'Ascendis

     Note: Sacre, Candace Based on regulatory environment, think risk assessment same or 
greater?

11:54:34 AM Commissioner Regan - witness D'Ascendis
     Note: Sacre, Candace Supply chain issues be factor?

11:55:08 AM Chair Hatton - witness D'Ascendis
     Note: Sacre, Candace Examination.  Some ups and downs in 100 days, gone up as much 

as gone down?
11:55:48 AM Camera Lock Witness Activated
11:57:15 AM Chair Hatton - witness D'Ascendis

     Note: Sacre, Candace Flotation costs, things looked at differently, Ohio deregulated, is that 
reason?

11:57:15 AM Camera Lock Deactivated
11:57:35 AM Camera Lock Witness Activated
11:58:59 AM Chair Hatton - witness D'Ascendis

     Note: Sacre, Candace Use of flotation costs accepted jurisdictions Atmos operates?
11:59:04 AM Camera Lock Deactivated
12:00:16 PM Chair Hatton

     Note: Sacre, Candace Follow-ups?
12:00:19 PM Chair Hatton

     Note: Sacre, Candace Redirect?
12:00:42 PM Chair Hatton

     Note: Sacre, Candace Do short witness, or could do lunch. 
12:00:48 PM Atty Honaker Atmos

     Note: Sacre, Candace Thomas Troup.
12:00:51 PM Camera Lock Applicant Activated
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12:00:54 PM Chair Hatton
     Note: Sacre, Candace Let's try that.

12:01:02 PM Camera Lock Witness Activated
12:01:11 PM Chair Hatton

     Note: Sacre, Candace Witness is sworn.
12:01:17 PM Chair Hatton - witness Troup

     Note: Sacre, Candace Examination.  Business address?
12:01:34 PM Atty Honker Atmos - witness Troup

     Note: Sacre, Candace Direct Examination.  State your name?
12:01:35 PM Camera Lock Applicant Activated
12:01:38 PM Atty Honaker Atmos - witness Troup

     Note: Sacre, Candace Title?
12:01:41 PM Camera Lock Witness Activated
12:01:42 PM Atty Honaker Atmos - witness Troup

     Note: Sacre, Candace Cause testimony and responses be filed?
12:01:49 PM Atty Honaker Atmos - witness Troup

     Note: Sacre, Candace Additions or corrections?
12:01:53 PM Atty Honaker Atmos - witness Troup

     Note: Sacre, Candace If ask same questions, responses be same?
12:01:57 PM Atty Honaker Atmos - witness Troup

     Note: Sacre, Candace Intent incorporate into record?
12:02:06 PM Camera Lock Deactivated
12:02:10 PM Staff Atty Colyer PSC - witness Troup

     Note: Sacre, Candace Cross Examination.  Page 12, direct, explain why expect continued 
commercial growth without residential growth?

12:03:37 PM Chair Hatton
     Note: Sacre, Candace Redirect?

12:03:41 PM Chair Hatton
     Note: Sacre, Candace Any follow-up?

12:03:50 PM Chair Hatton
     Note: Sacre, Candace Lunch until 1:15.

12:04:16 PM Session Paused
1:13:22 PM Session Resumed
1:16:32 PM Session Paused
1:18:00 PM Chair Hatton

     Note: Sacre, Candace Back on the record.
1:18:02 PM Session Resumed
1:18:07 PM Chair Hatton

     Note: Sacre, Candace Call next witness.
1:18:10 PM Atty Temple Atmos

     Note: Sacre, Candace Greg Waller.
1:18:25 PM Camera Lock Witness Activated
1:18:38 PM Chair Hatton

     Note: Sacre, Candace Witness is sworn.
1:18:45 PM Chair Hatton - witness Waller

     Note: Sacre, Candace Examination.  Name and business address?
1:19:00 PM Atty Temple Atmos - witness Waller

     Note: Sacre, Candace Title?
1:19:07 PM Atty Temple Atmos - witness Waller

     Note: Sacre, Candace Provide testimony and responses?
1:19:09 PM Camera Lock Deactivated
1:19:11 PM Atty Temple Atmos - witness Waller

     Note: Sacre, Candace Revisions, amendments, edits, or anything?
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1:19:19 PM Atty Temple Atmos - witness Waller
     Note: Sacre, Candace Intention adopt responses and testimony into record?

1:19:30 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Cross Examination.  In rebuttal, accepted two of AG adjustments?

1:19:47 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Filing error, ring a bell?

1:19:56 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Believe is correct, reference rebuttal page 12?

1:20:05 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Remember adjustment for composite allocation update?

1:20:11 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Accepted that one, too?

1:20:13 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace In rebuttal, modified AG adjustment for ad valorem tax expense?

1:20:25 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Atmos rebuttal position ad valorem expense stands $9.890 million?

1:21:04 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Resolved as result of legislation passed this session?

1:21:15 PM Asst Atty General Cook
     Note: Sacre, Candace Pass out copy of HB 775, if could mark AG 1.

1:22:32 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Have in front of you copy of that?

1:22:42 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Section 4, page 3, see date restrictions 2024 and 2025 removed?

1:23:37 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Section 5, same change legislature made?

1:24:36 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace See (1)(b) crossed out date restriction?

1:24:50 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Backtrack, rebuttal, Exhibit GKWR-2, estimate, right?

1:26:50 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Is an estimate, right?

1:27:13 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace At top say estimate?

1:28:50 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Amount Atmos paying not necessarily what in notice?

1:29:24 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace In addition to exhibit, any other supporting documentation Revenue 

says is due?
1:31:17 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Any support for total sum $752.2 million state taxes?
1:31:41 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Horizontal row, local taxes?
1:31:50 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Column entitled tax rate applicable to local taxes?
1:32:15 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Have support for values?
1:32:22 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace GKWR-2, Revenue estimate?
1:33:10 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Original determination bill owed Revenue?
1:33:19 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Make clear not have support for values in document?
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1:34:02 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Rebuttal, page 13, see Table GKWR-3?

1:34:19 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Estimated 2024 Kentucky state and local taxes?

1:34:26 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Not true Table GKWR-3 estimates taxes end 2024 state and local?

1:36:01 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Reflects taxes be paid and expensed 2025?

1:36:30 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Atmos tries reduce original determination downwards?

1:37:06 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Prudent thing to do?

1:37:22 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace How successful Atmos been tax reduction efforts?

1:38:24 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace $500,000 adjustment before HB 775 no longer appropriate?

1:39:36 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Valuation methodology change been obviated passage of bill?

1:39:56 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Copy of bill, last page, Section 40, became law Mar 27 2025?

1:40:43 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Section 39, same page, apply retroactively after Dec 31 2022?

1:41:21 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Retroactive means 2023 tax year taxes impacted by lower taxes?

1:42:19 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Quantified what savings mean Kentucky division?

1:42:39 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Mentioned in rebuttal change in methodology anticipating $2 million 

per year?
1:42:54 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Would not company get refund $2 million tax year 2023?
1:43:32 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Ask in post-hearing data request quantification of value?
1:43:33 PM POST-HEARING DATA REQUEST

     Note: Sacre, Candace ASST ATTY GENERAL COOK - WITNESS WALLER
     Note: Sacre, Candace QUANTIFICATION OF VALUE OF 2023 TAX REFUND

1:43:54 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Amortization of rate case expenses based on three-year period?

1:44:07 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace If customers entitled $2 million, handled through amortization?

1:45:06 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Only way do it?

1:45:23 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Ad valorem costs based on Jan 1 valuation?

1:45:40 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Costs applicable entirety of year?

1:45:54 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Know plant added last three months test year not affect taxes until 

2027?
1:46:40 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Test year runs through Mar 31 2026?
1:46:48 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Revenue utilizes unit value method calculate assessed value?
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1:47:15 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Agree Revenue relied net operating income overall unit value?

1:47:33 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Payroll expenses, rebuttal, budgeted capitalization rate FY '25 56.9 

percent compared 59.7 percent FY '24?
1:48:02 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace State $538,225 increase payroll expenses relates 59.7 percent 
compared to 56.9 percent

1:48:39 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Schedule G-2 filed with application, summarizes payroll activity?

1:50:02 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Lines 16 through 17, ratio O&M labor dollars to total labor dollars?

1:50:22 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Percentage provided 2019-2023, base period and forecast period?

1:50:38 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace See 2019 percentage 41.306?

1:50:45 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace For 2020 39.520 percent?

1:51:02 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace And 2022 42.405 percent?

1:51:07 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace And '23 41.716 percent?

1:51:12 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace And base period 40.107 percent?

1:51:17 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace And forecasted period also 40.107 percent?

1:51:23 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Given O&M ratio range 40 to 42 percent, capitalization ratio between 

58 to 60 percent?
1:53:55 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Requires some adjustment, mean need do updated Schedule G?
1:54:54 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace No impact on amount of revenue request?
1:55:23 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Page 10, rebuttal, hired nine new employees as of FY '25?
1:55:35 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Tell us headcount for Kentucky division end FY '24?
1:55:53 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Ask post-hearing data request for that and for each month after end 
of FY '24?

1:55:55 PM POST-HEARING DATA REQUEST
     Note: Sacre, Candace ASST ATTY GENERAL COOK - WITNESS WALLER
     Note: Sacre, Candace KENTUCKY DIVISION TOTAL HEADCOUNT END FISCAL YEAR 2024 

AND EACH MONTH THEREAFTER
1:56:04 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Know when positions added?
1:56:20 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Employees still with company?
1:56:34 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace In post-hearing data request, will ask that, too.
1:56:35 PM POST-HEARING DATA REQUEST

     Note: Sacre, Candace ASST ATTY GENERAL COOK - WITNESS WALLER
     Note: Sacre, Candace NINE NEW EMPLOYEES HIRED AS OF FY '25 WITH COMPANY
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1:56:41 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Response, AG Request 2-2, subpart (b), state Sept 30 2024 nine 

Kentucky positions vacant?
1:57:34 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Response, AG Request 1-75, Attachment 1, third page, Division 009 
is Kentucky division?

1:58:44 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Employee counts Kentucky flat end of 2022 through end of FY '24?

1:59:06 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Employee counts flat since end 2022 through end FY '24?

1:59:23 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Then increased by few 2024?

1:59:41 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace Should say calendar year 2024?

1:59:46 PM Asst Atty General Cook - witness Waller
     Note: Sacre, Candace When added to Sept 2024 headcount, yields new total 187 

employees?
1:59:57 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Higher than past three or four years?
2:00:42 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Tell me how figures developed?
2:00:54 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace In record anywhere?
2:01:07 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Asking how figures developed, the $600,000?
2:01:43 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Any separate support, Excel sheet, workpapers, calculations?
2:02:18 PM Asst Atty General Cook - witness Waller

     Note: Sacre, Candace Ask post-hearing request identify where in record?
2:02:19 PM POST-HEARING DATA REQUEST

     Note: Sacre, Candace ASST ATTY GENERAL COOK - WITNESS WALLER
     Note: Sacre, Candace WHERE IN RECORD NEW EMPLOYEE FIGURES DEVELOPED 

2:02:34 PM Chair Hatton
     Note: Sacre, Candace Staff?

2:02:36 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace Cross Examination.  Exhibit GKWR-1, updated revenue model?

2:03:06 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace Clarify what explaining forecasted percentage total ratio O&M total 

labor dollars, 40 percent for forecasted period, expand what talking 
about?

2:05:20 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace For budgeted labor expense, all ended up on G2 or other places?

2:06:46 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace Rebuttal testimony, page 11, as-filed labor expense $14,070,026?

2:06:49 PM Session Note Entry
2:07:00 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace Tab G2 Excel sheet, assuming $14 million in here, where be?
2:08:14 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace Rebuttal actual capitalization rate 2024 59.7 whereas budget 56.1?
2:08:42 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace Recommended use 2024 budget amount, capitalization rate 
different?
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2:10:34 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace Tab G2, revenue model, historical years actual numbers through 

2023?
2:11:06 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace Looked back variance budgeted amounts compared to actual 
amounts in those years?

2:12:03 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace Post-hearing data request 2019-2023 capitalization rates compared 

to budget amount, variance?
2:12:04 PM POST-HEARING DATA REQUEST

     Note: Sacre, Candace ASST GEN COUNSEL BELLAMY PSC - WITNESS WALLER
     Note: Sacre, Candace FROM 2019 THROUGH 2023 COMPARE CAPITALIZATION RATES TO 

BUDGET AMOUNTS LOOKING AT VARIANCE
2:12:25 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace Increases capital spending affect capitalization rate Kentucky direct 
employees?

2:13:18 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace By significant, referring to items in pipeline replacement rider or in 

pipeline modernization?
2:13:35 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace Removing caps capital projects, reflected expected increase in 
capital budget or consistent past years?

2:14:33 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace Indicated budget reduction contract employees, $600,000?

2:14:55 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace 2025 budget included reduction?

2:15:07 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace Intending on retaining employees, all nine or seven of nine?

2:15:41 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace $14 million budgeted labor expense, 2025 budget included nine 

employees?
2:16:16 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace Employees included in budget amount be at full employment?
2:17:00 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace Other than $204,000 no other accounting attrition forecasted 
budget?

2:17:13 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace Referring to AG-2, reading, how budgeted attrition calculated?

2:18:19 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace Was that Division 91 only, attrition rate for Division 91 only?

2:18:57 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace Employees Division 91 level actual employees and salaries allocated 

to Kentucky
2:19:48 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace Idea what percentage that reflect total labor expense Division 91?
2:20:45 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace If 200,000 of roughly 414?
2:21:00 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace Idea relation that is to ongoing attrition rate Division 9?
2:23:21 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace Ad valorem taxes, remove amount in PRP, get a rate, divide by 
ending base period gross plant, and get a rate?

2:23:46 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace When base period end?
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2:24:02 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace 2025 taxes based on value of plant end of year?

2:26:07 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace Accrual accounting, bill in Jan 2025 cover taxes in 2025?

2:28:00 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace Whether appropriate use gross balance forecasted period, question 

for Multer?
2:28:18 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace Ending or average or matter how tax applied, more for Multer?
2:29:16 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace Line 13, $940,000, removing amounts, associated with pipeline 
replacement rider?

2:29:42 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace Why use PRP amount from 2023 opposed more recent amount?

2:30:48 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace 2023 PRP cover plant additions expected occur through Sept 2024?

2:31:07 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace American Gas Association, how determine what portion each 

bucket?
2:34:05 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace Ten percent expense lobbying, take 10 percent of dues and subtract 
for ratemaking or send bill?

2:35:14 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace Chamber of Commerce, similar process, how working?

2:36:03 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace What Chamber do other than lobbying?

2:37:12 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace Economic development can be good thing, attract customers beyond 

policy development?
2:38:00 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace Have both bills for AGA and Chamber of Commerce submit post-
hearing?

2:38:01 PM POST-HEARING DATA REQUEST
     Note: Sacre, Candace ASST GEN COUNSEL BELLAMY PSC - WITNESS WALLER
     Note: Sacre, Candace INVOICES SUBMITTED BY AMERICAN GAS ASSOCIATION AND 

CHAMBER OF COMMERCE
2:38:21 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace ROE flotation costs, fees associated with securities, costs appear 
O&M expense one of divisions?

2:40:03 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace Not know for sure are in O&M?

2:40:21 PM Asst Gen Counsel Bellamy PSC - witness Waller
     Note: Sacre, Candace Tax rider, things good for rider, ad valorem taxes or any tax, how do 

that, expand on that?
2:42:42 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace Ad valorem tax, that be part of it?
2:43:25 PM Asst Gen Counsel Bellamy PSC - witness Waller

     Note: Sacre, Candace Have a rider, things taken along with rider?
2:44:36 PM Chair Hatton

     Note: Sacre, Candace Commissioner Regan?
2:44:40 PM Commissioner Regan

     Note: Sacre, Candace Lobbying, answered that, trying to get head around how convert 
O&M to FERC, not ask more questions about that, maybe tutorial.

2:45:02 PM Chair Hatton
     Note: Sacre, Candace Have no questions.  Redirect?
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2:45:06 PM Chair Hatton
     Note: Sacre, Candace Follow-up anyone else?  Recross?

2:45:12 PM Chair Hatton
     Note: Sacre, Candace Excuse Waller and take break, back at 3.

2:45:32 PM Session Paused
3:01:37 PM Chair Hatton

     Note: Sacre, Candace Back on the record.
3:01:39 PM Session Resumed
3:01:44 PM Chair Hatton

     Note: Sacre, Candace Call next witness.
3:01:47 PM Atty Temple Atmos

     Note: Sacre, Candace Joel Multer.
3:01:52 PM Chair Hatton

     Note: Sacre, Candace Witness is sworn.
3:01:57 PM Camera Lock Witness Activated
3:02:00 PM Chair Hatton - witness Multer

     Note: Sacre, Candace Examination.  Name and business address?
3:02:15 PM Atty Temple Atmos - witness Multer

     Note: Sacre, Candace Position?
3:02:17 PM Camera Lock Deactivated
3:02:20 PM Atty Temple Atmos - witness Multer

     Note: Sacre, Candace Provide testimony or responses?
3:02:25 PM Atty Temple Atmos - witness Multer

     Note: Sacre, Candace Revisions, amendments, edits, or anything?
3:02:33 PM Atty Temple Atmos - witness Multer

     Note: Sacre, Candace Intention have responses and testimony incorporated into record?
3:02:46 PM Chair Hatton

     Note: Sacre, Candace Mr. Cook?
3:02:48 PM Asst Atty General Cook - witness Multer

     Note: Sacre, Candace Cross Examination.  In room when asking questions of Waller 
referred questions to you?

3:03:04 PM Asst Atty General Cook
     Note: Sacre, Candace Move admit AG Hearing Exhibit 1.

3:03:15 PM Chair Hatton
     Note: Sacre, Candace Any objection?

3:03:22 PM Chair Hatton
     Note: Sacre, Candace Let be admitted.

3:03:23 PM ATTY GENERAL HEARING EXHIBIT 1
     Note: Sacre, Candace ASST ATTY GENERAL COOK - WITNESS MULTER
     Note: Sacre, Candace 2025 KENTUCKY LAWS CH. 98 (HB 775)

3:03:24 PM Asst Atty General Cook - witness Multer
     Note: Sacre, Candace Cross Examination (cont'd).  HB 775, became law, retroactive back 

to 2023?
3:03:47 PM Asst Atty General Cook - witness Multer

     Note: Sacre, Candace Said 2024?
3:03:52 PM Asst Atty General Cook - witness Multer

     Note: Sacre, Candace That's one year but two-year lookback?
3:04:09 PM Asst Atty General Cook - witness Multer

     Note: Sacre, Candace Assessed on or after Dec 31 2022, see on last page, Section 39?
3:04:29 PM Asst Atty General Cook - witness Multer

     Note: Sacre, Candace How successful Atmos been with tax cost reduction efforts?
3:05:08 PM Asst Atty General Cook - witness Multer

     Note: Sacre, Candace 30,000-foot level result of bill, ad valorem taxes not apply to 
pipeline?
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3:06:28 PM Asst Atty General Cook - witness Multer
     Note: Sacre, Candace Sorry, not pick up what said in last sentence?

3:06:33 PM Asst Atty General Cook - witness Multer
     Note: Sacre, Candace Ratepayers entitled have ad valorem expense reduced $2 million?

3:07:02 PM Asst Atty General Cook
     Note: Sacre, Candace Have one moment, please?

3:07:15 PM Asst Atty General Cook - witness Multer
     Note: Sacre, Candace Was not effect bill reduce taxes from tangible to real property?

3:07:41 PM Asst Atty General Cook - witness Multer
     Note: Sacre, Candace With lookback, Waller mentioned $2 million figure, reduction in total 

tax liability?
3:09:10 PM Asst Atty General Cook - witness Multer

     Note: Sacre, Candace Ask for quantification of amount, agree appropriate refund three-
year amortization?

3:10:29 PM Asst Atty General Cook - witness Multer
     Note: Sacre, Candace Appropriate reduce revenue requirement that $2 million?

3:10:54 PM Asst Atty General Cook - witness Multer
     Note: Sacre, Candace How and when ratepayers see benefit?

3:11:56 PM Asst Atty General Cook - witness Multer
     Note: Sacre, Candace Ad valorem costs based Jan 1 valuation date, applicable entirety tax 

year?
3:12:12 PM Asst Atty General Cook - witness Multer

     Note: Sacre, Candace Plant added last three months test year 2026 not affect taxes until 
2027?

3:12:31 PM Asst Atty General Cook - witness Multer
     Note: Sacre, Candace Correct Revenue utilizes unit value method assessed value property?

3:12:52 PM Asst Atty General Cook - witness Multer
     Note: Sacre, Candace Familiar any method Revenue utilizes?

3:13:06 PM Asst Atty General Cook - witness Multer
     Note: Sacre, Candace Agree Revenue relied net operating income unit value analysis?

3:13:24 PM Asst Atty General Cook - witness Multer
     Note: Sacre, Candace Not know that?

3:13:30 PM Chair Hatton
     Note: Sacre, Candace Staff?

3:13:36 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace Cross Examination.  Bill attached testimony, property taxes, not 

know how Revenue calculates value apply rate?
3:14:03 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Refer Atmos Response, Staff Third, Question 4, Attachment 2, 
responsible?

3:14:20 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace Produced both as Excel sheet and PDF attachment, explain what 

reflecting?
3:16:00 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Is for FY 2024, 2023, and 2022?
3:16:11 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Think one partial number provided before for 2024?
3:16:21 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Where get information for numbers include income statement each 
year?

3:16:42 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace Was for just Division 9?

3:16:53 PM Chair Hatton - witness Multer
     Note: Sacre, Candace Examination.  Atmos Kentucky division?

Created by JAVS on 8/1/2025 - Page 23 of 35 -



3:17:00 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace Cross Examination (cont'd).  Include expenses allocated down from 

other divisions?
3:17:08 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Revenue allocated down from other divisions to Division 9?
3:17:24 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Able generate income statements any historical year?
3:17:49 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Know how far can go back?
3:17:55 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Know if go back 15 years, 20 years?
3:18:13 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Have lot human input generate this, or output of accounting system?
3:18:40 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Who provided this?
3:18:47 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Go to them and request information, and they provided to you?
3:19:08 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Know if any workpapers reflect how amounts calculated?
3:19:21 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Post-hearing data request ask how developed and how far back go?
3:19:22 PM POST-HEARING DATA REQUEST

     Note: Sacre, Candace ASST GEN COUNSEL BELLAMY PSC - WITNESS MULTER
     Note: Sacre, Candace DOCUMENTS/WORKPAPERS REFLECT HOW INCOME STATEMENTS 

DEVELOPED AND HOW FAR BACK 
3:19:39 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Staff Third, Question 4, Attachment 1, recognize spreadsheet?
3:20:05 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Play role preparing spreadsheet?
3:20:10 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace At top, first tab, Excel line 5, pretax income numbers from previous 
attachment?

3:20:59 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace Reflects Atmos calculation increases/decreases NOLC ADIT asset 

2022-2024?
3:21:16 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace September 30 2024?
3:21:24 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Atmos test year this case begins April 1 2025?
3:21:39 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Atmos revenue model account increases/decreases NOL ANG asset 
Sept 2024 and Mar 2025?

3:22:06 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace Revenue requirement model account increases/decreases NOL ADIT 

asset Sept 24 through end of Mar 2025?
3:23:09 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace First produced, produced partial year 2024, Column G, post-hearing 
data request information for Oct 1 2024 ending Mar 31 2025?

3:23:10 PM POST-HEARING DATA REQUEST
     Note: Sacre, Candace ASST GEN COUNSEL BELLAMY PSC - WITNESS MULTER
     Note: Sacre, Candace PROVIDE REVENUE REQUIREMENT ACCOUNT 

INCREASES/DECREASES PERIOD BEGINNING OCTOBER 1 2024 AND 
ENDING MARCH 31 2025
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3:23:56 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace Would calculating change for six-month period affect reasonableness 

of calculation?
3:24:29 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Not timing with revenue versus expenses affect it in your mind, not 
think would be?

3:24:57 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace If increase/decrease in NOL ADIT asset, reflected in revenue model 

as change in rate case?
3:25:30 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Attachment 1 included numbers through Sept 2024, file something 
reflecting change, reflect that in revenue requirement at beginning 
in rate base?

3:26:40 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace Can do that post-hearing, add to it?

3:26:44 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace Attachment 1, FY 2022, Excel line 19, beginning balance $28 million, 

NOL ADIT as of Sept 20 2021?
3:27:11 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Know if number includes deferred asset associated loss arising from 
Winterstorm Uri?

3:27:29 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace Number calculated on 21 percent federal tax or composite?

3:27:38 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace Just purely 21 percent?

3:27:43 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace Know workpaper in record showing calculation?

3:27:51 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace Might ask post-hearing request point out, and, if not there, can 

provide it?
3:28:04 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Attachment 1, calculated federal taxable income or loss, reading, 
correct? 

3:28:28 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace What period maintain records book tax timing differences and ADIT 

balances, how far back go?
3:28:54 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Change tax code Dec 2017, excess amount, how flow back to 
customers, what method Atmos used?

3:29:57 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace AG witness indicated allocated amount based on percentage, know 

most recent period Atmos no net operating loss?
3:31:02 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Larger losses for Atmos begin with 100 percent bonus depreciation?
3:31:46 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace But were in net operating loss position before, carry forward back to 
2008?

3:32:11 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace Impediment calculating losses and income compared to change in 

ADIT back to no loss carry forward?
3:33:56 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Have to check if had income statement information and how far 
back ADIT information goes?

3:34:04 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace Validity of records come into question?
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3:36:47 PM Asst Gen Counsel Bellamy PSC - witness Multer
     Note: Sacre, Candace Atmos Response, Staff Third, Question 6, Part B, reading, explain 

what is and how affects book tax timing differences?
3:40:20 PM Asst Gen Counsel Bellamy PSC - witness Multer

     Note: Sacre, Candace Is increase or decrease in value of those reflected in rates some 
other than deferred tax liability?

3:40:49 PM Chair Hatton
     Note: Sacre, Candace Commissioner Regan?

3:40:54 PM Chair Hatton
     Note: Sacre, Candace Redirect?

3:40:55 PM Atty Temple Atmos - witness Multer
     Note: Sacre, Candace Redirect Examination.  Discussion about ad valorem taxes and how 

changed, rebuttal of Waller, already lower number?
3:41:31 PM Atty Temple Atmos - witness Multer

     Note: Sacre, Candace Accounted for, not be recalculation needed?
3:41:42 PM Atty Temple Atmos - witness Multer

     Note: Sacre, Candace Refund, not know if refund, not determined by Atmos or Treasury?
3:41:58 PM Atty Temple Atmos - witness Multer

     Note: Sacre, Candace Even if was refund, amortization of rate case expenses, cannot book 
those against each other?

3:42:55 PM Atty Cave Atmos
     Note: Sacre, Candace Emily Wiebe.

3:43:04 PM Camera Lock Witness Activated
3:43:12 PM Chair Hatton

     Note: Sacre, Candace Witness is sworn.
3:43:18 PM Chair Hatton - witness Wiebe

     Note: Sacre, Candace Examination.  Name and business address?
3:43:31 PM Camera Lock Deactivated
3:43:32 PM Atty Cave Atmos - witness Wiebe

     Note: Sacre, Candace Direct Examination.  Title?
3:43:39 PM Atty Cave Atmos - witness Wiebe

     Note: Sacre, Candace Cause testimony and responses be filed?
3:43:45 PM Atty Cave Atmos - witness Wiebe

     Note: Sacre, Candace Additions or corrections?
3:43:49 PM Camera Lock Witness Activated
3:43:50 PM Atty Cave Atmos - witness Wiebe

     Note: Sacre, Candace If ask same questions, answers be same?
3:43:55 PM Atty Cave Atmos - witness Wiebe

     Note: Sacre, Candace Intent incorporate into record?
3:44:03 PM Camera Lock Deactivated
3:44:05 PM Chair Hatton

     Note: Sacre, Candace Staff?
3:44:06 PM Staff Atty Colyer PSC - witness Wiebe

     Note: Sacre, Candace Cross Examination.  Other commissions rejected Atmos cost 
allocation methodology?

3:44:25 PM Staff Atty Colyer PSC - witness Wiebe
     Note: Sacre, Candace Allocation results from methodology, any of those rejected?

3:44:38 PM Commissioner Regan - witness Wiebe
     Note: Sacre, Candace Examination.  Shared services, divided by percentage across all 

organizations, or differ by usage how calculate those?
3:46:20 PM Commissioner Regan - witness Wiebe

     Note: Sacre, Candace Talk about railroad commission in Texas and order?
3:47:12 PM Commissioner Regan - witness Wiebe

     Note: Sacre, Candace Accounting treatment approved?
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3:47:36 PM Chair Hatton
     Note: Sacre, Candace Questions?

3:47:39 PM Chair Hatton
     Note: Sacre, Candace Redirect?

3:47:54 PM Atty Temple Atmos
     Note: Sacre, Candace Paul Raab.

3:48:13 PM Camera Lock Witness Activated
3:48:20 PM Chair Hatton

     Note: Sacre, Candace Witness is sworn.
3:48:25 PM Chair Hatton - witness Raab

     Note: Sacre, Candace Examination.  Name and business address?
3:48:39 PM Atty Temple Atmos - witness Raab

     Note: Sacre, Candace Direct Examination.  By whom employed and title?
3:48:40 PM Camera Lock Deactivated
3:48:43 PM Camera Lock Witness Activated
3:48:48 PM Atty Temple Atmos - witness Raab

     Note: Sacre, Candace What role play in proceeding?
3:48:55 PM Atty Temple Atmos - witness Raab

     Note: Sacre, Candace Cause testimony and responses be filed?
3:49:05 PM Atty Temple Atmos - witness Raab

     Note: Sacre, Candace Corrections, additions, or anything else?
3:49:39 PM Atty Temple Atmos - witness Raab

     Note: Sacre, Candace Intent have testimony and responses adopted into proceeding?
3:49:53 PM Camera Lock Deactivated
3:50:05 PM Wireless Presentation Activated
3:50:13 PM Staff Atty Colyer PSC - witness Raab

     Note: Sacre, Candace Cross Examination.  On screen Exhibit PHR-2, page 6, customer 
demand study, correct?

3:50:43 PM Staff Atty Colyer PSC - witness Raab
     Note: Sacre, Candace Followed with Exhibits PHR-3 and PHR-4, demand only studies and 

demand energy studies?
3:51:04 PM Staff Atty Colyer PSC - witness Raab

     Note: Sacre, Candace Atmos utilize one of studies for rate design?
3:52:15 PM Staff Atty Colyer PSC - witness Raab

     Note: Sacre, Candace Who decided what allocation be for rate design?
3:52:38 PM Staff Atty Colyer PSC - witness Raab

     Note: Sacre, Candace PHR-2, customer demand study breakdown customer costs, demand 
costs, commodity costs, how decide percentage allocated?

3:57:20 PM Staff Atty Colyer PSC - witness Raab
     Note: Sacre, Candace Simple classifications, come from somewhere?

3:57:54 PM Staff Atty Colyer PSC - witness Raab
     Note: Sacre, Candace What use as starting point?

3:59:02 PM Staff Atty Colyer PSC - witness Raab
     Note: Sacre, Candace Page 6, storage plant split to demand and commodity and none to 

customer, storage is commodity in demand?
4:00:28 PM Staff Atty Colyer PSC - witness Raab

     Note: Sacre, Candace Minimum system point of view, not required?
4:01:12 PM Staff Atty Colyer PSC - witness Raab

     Note: Sacre, Candace Next category down distribution, why intangible plant divided?
4:02:01 PM Staff Atty Colyer PSC - witness Raab

     Note: Sacre, Candace Why not divide evenly three ways?
4:03:04 PM Staff Atty Colyer PSC - witness Raab

     Note: Sacre, Candace Page 7, general, office structures?
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4:03:23 PM Staff Atty Colyer PSC - witness Raab
     Note: Sacre, Candace What account 39000 is?

4:04:07 PM Staff Atty Colyer PSC - witness Raab
     Note: Sacre, Candace Land and land rights, how division across three columns?

4:04:46 PM Staff Atty Colyer PSC - witness Raab
     Note: Sacre, Candace Composite multiple percentages, not understand come from?

4:05:05 PM Staff Atty Colyer PSC - witness Raab
     Note: Sacre, Candace Simple ones simple, other composites?

4:05:14 PM Staff Atty Colyer PSC - witness Raab
     Note: Sacre, Candace Not sure understand composites of or starting point?

4:08:05 PM Staff Atty Colyer PSC - witness Raab
     Note: Sacre, Candace Complicated way saying averages totals get percentages?

4:08:50 PM Staff Atty Colyer PSC - witness Raab
     Note: Sacre, Candace Had backwards, using percentages final table but other way around?

4:11:03 PM Staff Atty Colyer PSC - witness Raab
     Note: Sacre, Candace Any line item, how come up with percentage, where deviation from?

4:12:02 PM Staff Atty Colyer PSC - witness Raab
     Note: Sacre, Candace How get from COSSs to rates in tariff, Taylor determined 

percentages used?
4:12:41 PM Staff Atty Colyer PSC - witness Raab

     Note: Sacre, Candace Studies only inform customer versus volumetric or also division of 
rates among classes?

4:13:03 PM Staff Atty Colyer PSC - witness Raab
     Note: Sacre, Candace Explain now informs customer class rate design?

4:17:00 PM Staff Atty Colyer PSC - witness Raab
     Note: Sacre, Candace Last fourth data requests Staff, reading, explain zero intercept 

method?
4:17:44 PM Staff Atty Colyer PSC - witness Raab

     Note: Sacre, Candace Staff Fourth, Item five, explain zero intercept study?
4:19:03 PM Staff Atty Colyer PSC - witness Raab

     Note: Sacre, Candace Response says, reading, explain what means?
4:21:07 PM Staff Atty Colyer PSC - witness Raab

     Note: Sacre, Candace Three ways zero intercept fail, why in this case?
4:21:54 PM Wireless Presentation Deactivated
4:22:02 PM Chair Hatton

     Note: Sacre, Candace Other questions this witness?
4:22:11 PM Chair Hatton - witness Raab

     Note: Sacre, Candace Examination.  Did COSSs, rate of $24.40 month residential?
4:22:43 PM Chair Hatton - witness Raab

     Note: Sacre, Candace And $65.50 all nonresidential?
4:23:09 PM Chair Hatton - witness Raab

     Note: Sacre, Candace $25 for all nonresidential?
4:23:12 PM Chair Hatton - witness Raab

     Note: Sacre, Candace Include riders?
4:23:18 PM Chair Hatton - witness Raab

     Note: Sacre, Candace Just base rate?
4:23:20 PM Chair Hatton - witness Raab

     Note: Sacre, Candace To extent make sure costs allocated to people cause costs, done or 
considered in COSS?

4:23:56 PM Chair Hatton
     Note: Sacre, Candace Redirect?

4:24:18 PM Atty Honaker Atmos
     Note: Sacre, Candace Can recall Troup before Christian.

Created by JAVS on 8/1/2025 - Page 28 of 35 -



4:24:41 PM Chair Hatton
     Note: Sacre, Candace Have preference?

4:24:42 PM Staff Atty Colyer PSC
     Note: Sacre, Candace Helpful have Troup now.

4:24:45 PM Atty Honaker Atmos
     Note: Sacre, Candace Thomas Troup.

4:24:51 PM Camera Lock Witness Activated
4:25:04 PM Chair Hatton

     Note: Sacre, Candace Remind still under oath.
4:25:22 PM Camera Lock Deactivated
4:25:44 PM Staff Atty Colyer PSC - witness Troup

     Note: Sacre, Candace Recross Examination.  Hear Raab testimony?
4:26:05 PM Staff Atty Colyer PSC - witness Troup

     Note: Sacre, Candace In record shows percentages used divide rates customer and 
volumetric?

4:26:42 PM Staff Atty Colyer PSC - witness Troup
     Note: Sacre, Candace Explain got from COSS to rate design?

4:28:02 PM Staff Atty Colyer PSC - witness Troup
     Note: Sacre, Candace Somewhere spreadsheet or program use?

4:28:34 PM Staff Atty Colyer PSC - witness Troup
     Note: Sacre, Candace Not something in record?

4:28:46 PM Staff Atty Colyer PSC - witness Troup
     Note: Sacre, Candace Spreadsheets Schedules A through?

4:29:00 PM Staff Atty Colyer PSC - witness Troup
     Note: Sacre, Candace Has been provided?

4:29:02 PM Atty Honaker Atmos
     Note: Sacre, Candace Relied-upon files in ZIP file.

4:29:24 PM Chair Hatton
     Note: Sacre, Candace Need to lay eyes on it, take break, back at 4:40.

4:29:41 PM Session Paused
4:36:50 PM Session Resumed
4:37:20 PM Session Paused
4:43:01 PM Chair Hatton

     Note: Sacre, Candace Back on the record.
4:43:01 PM Session Resumed
4:43:12 PM Chair Hatton

     Note: Sacre, Candace Have Troup called to stand, in cross by Staff.
4:43:20 PM Wireless Presentation Activated
4:45:08 PM Staff Atty Colyer PSC - witness Troup

     Note: Sacre, Candace Recross Examination.  First thing, tell me where found spreadsheet?
4:45:46 PM Staff Atty Colyer PSC - witness Troup

     Note: Sacre, Candace Part of the relied-upon ZIP file, and which tab on?
4:45:55 PM Staff Atty Colyer PSC - witness Troup

     Note: Sacre, Candace Which is far down in list of tabs?
4:46:05 PM Staff Atty Colyer PSC - witness Troup

     Note: Sacre, Candace Talking about Raab COSS and how get from fifth exhibit, what 
spreadsheet does in process?

4:47:24 PM Staff Atty Colyer PSC - witness Troup
     Note: Sacre, Candace Why is that?

4:47:49 PM Staff Atty Colyer PSC - witness Troup
     Note: Sacre, Candace Said was kind of art, starting to understand better?

4:48:00 PM Staff Atty Colyer PSC - witness Troup
     Note: Sacre, Candace More accurate COSS helps determine customer charge be or 

determine and then adjust get to ROE?
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4:48:59 PM Staff Atty Colyer PSC - witness Troup
     Note: Sacre, Candace That why indication customer charges not be sufficient cover fixed 

costs?
4:49:31 PM Staff Atty Colyer PSC - witness Troup

     Note: Sacre, Candace Know that be correct, incorrect, or don't know?
4:49:37 PM Staff Atty Colyer PSC - witness Troup

     Note: Sacre, Candace Generally start with fixed costs as way formulate customer costs?
4:50:15 PM Staff Atty Colyer PSC - witness Troup

     Note: Sacre, Candace Tell me what fairly consistent means to you?
4:50:33 PM Staff Atty Colyer PSC - witness Troup

     Note: Sacre, Candace What percentage be unreasonable deviation?
4:50:38 PM Staff Atty Colyer PSC - witness Troup

     Note: Sacre, Candace Would ten percent greater customer charge be?
4:50:51 PM Staff Atty Colyer PSC - witness Troup

     Note: Sacre, Candace Would 100 percent more?
4:50:54 PM Staff Atty Colyer PSC - witness Troup

     Note: Sacre, Candace Would 50 percent more?
4:50:58 PM Staff Atty Colyer PSC - witness Troup

     Note: Sacre, Candace 20 percent more?
4:51:02 PM Staff Atty Colyer PSC - witness Troup

     Note: Sacre, Candace Maybe between 20 and 50 percent more too much?
4:51:15 PM Staff Atty Colyer PSC - witness Troup

     Note: Sacre, Candace Not understand enough ask question more specific than what on 
screen used portion rates classes or costs?

4:52:36 PM Staff Atty Colyer PSC - witness Troup
     Note: Sacre, Candace Atmos have manual or guidance gives direction how engage in rate 

design described?
4:53:24 PM Chair Hatton

     Note: Sacre, Candace Redirect?
4:53:27 PM Atty Honaker Atmos - witness Troup

     Note: Sacre, Candace Redirect Examination.  Perform same function Atmos other 
divisions?

4:53:41 PM Atty Honaker Atmos - witness Troup
     Note: Sacre, Candace Do it same way in all states?

4:53:46 PM Atty Honaker Atmos - witness Troup
     Note: Sacre, Candace Atmos lowest residential rates in state?

4:53:55 PM Atty Honaker Atmos - witness Troup
     Note: Sacre, Candace Is that your belief as well?

4:54:00 PM Chair Hatton
     Note: Sacre, Candace Anything further this witness?

4:54:11 PM Chair Hatton
     Note: Sacre, Candace Next witness?

4:54:14 PM Atty Temple Atmos
     Note: Sacre, Candace Joe Christian.

4:54:24 PM Camera Lock Witness Activated
4:54:26 PM Chair Hatton

     Note: Sacre, Candace Witness is sworn.
4:54:32 PM Wireless Presentation Deactivated
4:54:34 PM Chair Hatton - witness Christian

     Note: Sacre, Candace Examination.  Name and business address?
4:54:52 PM Atty Temple Atmos - witness Christian

     Note: Sacre, Candace Title?
4:54:54 PM Camera Lock Deactivated
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4:54:58 PM Atty Temple Atmos - witness Christian
     Note: Sacre, Candace Provide testimony or responses?

4:55:03 PM Atty Temple Atmos - witness Christian
     Note: Sacre, Candace Revisions, corrections, or amendments?

4:55:12 PM Atty Temple Atmos - witness Christian
     Note: Sacre, Candace Intent have responses and testimony incorporated into record?

4:55:31 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Cross Examination.  Page 6-7, rebuttal, state, reading, correct?

4:57:00 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace The $21 million Atmos total?

4:57:06 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Based on change in interest rate?

4:58:40 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace That really more if were BBB company?

4:58:46 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Calculation, what shown in Exhibit 2, rebuttal?

4:59:29 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Column F if A-rated company?

4:59:34 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Column G if were B-rated company?

5:00:03 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace $21 million savings, one year what be saved, cumulative effect?

5:00:32 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Not really looking capital structure overall and applying to rate base?

5:01:23 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Keep capital structure based on proposed equity and debt share?

5:01:36 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Not change debt share reflect AG witness' proposal?

5:01:45 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace If did change debt share, be higher, approximately 48 percent?

5:02:05 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Agree $1.5 million debt cost increase if had that capital structure?

5:02:24 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Assuming $1.5 million debt savings A-rated versus B-rated, AG's 

witness capital structure 52.5 percent equity $5.4 million savings?
5:03:24 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace Not predict change in debt rate, do that reflect change in debt rate?
5:03:47 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace Cross Examination (cont'd).  Assuming correct, still not overall 
beneficial customers have lower equity share?

5:07:15 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Agree balance having lower equity rate, net effect savings, weigh in 

favor decreasing equity share capital structure?
5:09:37 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace Access to capital, shelf registration debt and equity go out 
advantageous or decision made before that point?

5:12:41 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Said pressing harder metrics, closer dowengraded or moving 

towards top?
5:13:24 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace What downgrade from and then to?
5:13:29 PM Chair Hatton - witness Christian

     Note: Sacre, Candace Examination.  Attributed that to regulatory environment?
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5:13:52 PM Chair Hatton - witness Christian
     Note: Sacre, Candace And the cap on spending?

5:14:13 PM Chair Hatton - witness Christian
     Note: Sacre, Candace That was for Atmos overall, not Atmos Kentucky?

5:14:21 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Cross Examination (cont'd).  Ever time Atmos gone out issue debt 

and offer not fully subscribed?
5:14:30 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace That never happened?
5:14:41 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace Mean every time gone out to sell debt been able sell all of it?
5:15:01 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace Exhibit 1, rebuttal, what referring to with credit metrics?
5:15:17 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace Think said used capital structure effect on metrics, if company-wide 
decision, Atmos downgraded from A to B?

5:17:06 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Have support for this used to do calculation?

5:17:25 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Might do data request, this is end result, maybe was there, but you 

prepared this, added tables, a summary you added there?
5:18:31 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace Above where showing intermediate/significant, are these criteria?
5:18:42 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace Which rating agency?
5:19:10 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace When refers to funds from operations, what referring to?
5:19:32 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace If physically did calculation, reflected in whatever workpaper used?
5:19:55 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace In between two tables says hypothetical capital structure 52.5D 
37.5E?

5:20:08 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace What was wondering, AG proposal 52.7 percent equity?

5:20:20 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Know if when ran numbers did it in that way or other way around?

5:20:28 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Might do post-hearing and confirm mislabeling, if not, provide same 

chart with it flipped? 
5:20:45 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace Lot of things go into credit ratings, debt and equity share one thing 
might consider?

5:21:47 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Little confused, pushing it in fear of downgrade?

5:22:12 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Said as compared past years, Atmos share of equity increased?

5:23:03 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Understood equity share increasing, saying about same, but if 

same?
5:23:34 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace What was it in 2018?
5:23:40 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace And what is it now?
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5:24:01 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Marginal increase or stayed the same?

5:24:07 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Losses with Winter Storm Uri, Atmos securitize amount?

5:24:48 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Did that amount affect the downgrade received?

5:24:54 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Page 17, refer to chart, capital structure, explain what did with 

calculation?
5:27:57 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace Holding company long-term debt compared to equity Duke Kentucky 
level?

5:28:13 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace If raising capital at holding company level, raising debt but issuing 

it?
5:28:32 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace Will look for workpaper for that?
5:28:56 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace Columbia and then NiSource, Columbia is Kentucky and NiSource 
parent? 

5:29:04 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace And doing same thing?

5:29:16 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Two ways increase equity share, issuing securities and proceeds, 

other retaining earnings?
5:29:57 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace Page 17, AG witness, zero cost capital, delay between billing and 
payment to vendors, recall?

5:30:32 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Mention not include construction in progress in rate base, no reason 

have zero cost capital, accurate summary?
5:31:07 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace Atmos include AFUDC in its plant in service projects not have work in 
progress?

5:31:27 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Not have work in progress, increase plant in service account for 

AFUDC?
5:31:47 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace When calculate AFUDC, what rate use?
5:32:00 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace Know if calculate AFUDC from point billed or point make payment?
5:32:44 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace With construction work in progress, know lag between time billed 
capital project and goes into service?

5:33:13 PM Asst Gen Counsel Bellamy PSC - witness Christian
     Note: Sacre, Candace Be information from time start spending accrue bill and period of 

time?
5:34:20 PM Asst Gen Counsel Bellamy PSC - witness Christian

     Note: Sacre, Candace Assume be average time, actually determine it?
5:34:27 PM Chair Hatton - witness Christian

     Note: Sacre, Candace Examination. Took issue proxy group Baudino, companies used 
structured with hold code, why matter?

5:35:39 PM Chair Hatton - witness Christian
     Note: Sacre, Candace Have to do with amount of risk assume?

Created by JAVS on 8/1/2025 - Page 33 of 35 -



5:37:00 PM Chair Hatton - witness Christian
     Note: Sacre, Candace Had 60 percent equity holding company structure, indicate done for 

shareholder benefit?
5:37:35 PM Chair Hatton - witness Christian

     Note: Sacre, Candace What been more appropriate proxy group?
5:37:41 PM Chair Hatton - witness Christian

     Note: Sacre, Candace I mean, for a Kentucky utility, utilities located in Kentucky?
5:38:25 PM Camera Lock Witness Activated
5:39:02 PM Camera Lock Commissioner Activated
5:39:05 PM Camera Lock Witness Activated
5:39:10 PM Chair Hatton - witness Christian

     Note: Sacre, Candace But Moody's still downgraded you and not because of us?
5:39:12 PM Camera Lock Commissioner Activated
5:39:17 PM Camera Lock Witness Activated
5:39:34 PM Chair Hatton - witness Christian

     Note: Sacre, Candace Argued Kentucky Atmos small part of larger picture not reason to 
not allow Atmos Kentucky contribute ratably?

5:39:35 PM Camera Lock Commissioner Activated
5:39:53 PM Camera Lock Witness Activated
5:39:54 PM Chair Hatton - witness Christian

     Note: Sacre, Candace How matter when such small part?
5:40:45 PM Camera Lock Deactivated
5:40:47 PM Chair Hatton - witness Christian

     Note: Sacre, Candace Said if compared current plan with plan recommended Baudino, 
difference in chart intermediate and significant aggressive?

5:41:02 PM Camera Lock Witness Activated
5:41:28 PM Chair Hatton - witness Christian

     Note: Sacre, Candace What think looked at instead, overall impact?
5:41:48 PM Camera Lock Deactivated
5:41:49 PM Chair Hatton

     Note: Sacre, Candace Questions?
5:42:09 PM Chair Hatton

     Note: Sacre, Candace Redirect?
5:42:13 PM Atty Temple Atmos - witness Christian

     Note: Sacre, Candace Redirect Examination.  Cap structure application actual cap 
structure, not hypothetically based?

5:42:26 PM Atty Temple Atmos - witness Christian
     Note: Sacre, Candace Using actual capital structure, Atmos Kentucky lowest residential 

rates in state?
5:42:37 PM Atty Temple Atmos - witness Christian

     Note: Sacre, Candace Even approved as is, residential rates would still be lowest of any 
LDCs?

5:42:47 PM Atty Temple Atmos - witness Christian
     Note: Sacre, Candace Along with that, Atmos only A-rated LDC operates in Kentucky?

5:43:00 PM Atty Temple Atmos - witness Christian
     Note: Sacre, Candace Think confirmed with Chair, other jurisdictions, get close to actual 

capital structure?
5:44:12 PM Atty Temple Atmos - witness Christian

     Note: Sacre, Candace Since jurisdictions right at actual cap, if Kentucky much lower than 
actual ones, other jurisdictions subsidize Kentucky?

5:44:36 PM Atty Temple Atmos - witness Christian
     Note: Sacre, Candace How using actual capital structure benefit customers in Kentucky?

5:44:52 PM Atty Temple Atmos - witness Christian
     Note: Sacre, Candace If is emergency, having strong balance sheet, how help customers?
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5:47:01 PM Atty Temple Atmos - witness Christian
     Note: Sacre, Candace Proposed capital structure proposed capital structure, requesting in 

application actual capital structure?
5:47:41 PM Atty Temple Atmos - witness Christian

     Note: Sacre, Candace Recross?
5:47:52 PM Atty Temple Atmos - witness Christian

     Note: Sacre, Candace Call it day.
5:47:55 PM Atty Temple Atmos - witness Christian

     Note: Sacre, Candace Three witnesses tomorrow, will get started at 9.
5:48:07 PM Session Ended
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KY LEGIS 98 (2025), 2025 Kentucky Laws Ch. 98 (HB 775)

EXHIBIT 2025 Kentucky Las Ch 98 (HB 775)

461. KENTUCKY 2025 SESSION LAWS

2025 REGULAR SESSION

Additions are indicated by Text; deletions by

Vetoes are indicated by
stricken material by Text.

CHAPTER 98
HB775

AN ACT relating to fiscal matters.

Be ii enacted by the General Assembly of the (‘ommonweallh of Kentucky:

Section I. KRS 65.490 is amended to read as follows:

<<KY ST 65.490>>

As used in KRS 65.490 to 65 .499, unless the context otherwise requires:

(1) “Agency” means an urban renewal and community development agency of a taxing district located within a county
containing a consolidated local government or a city of the first class, established under KRS Chapter 99; a development
authority located within a county containing a consolidated local government or a city of the first class established under
KRS Chapter 99; a nonprofit corporation located within a county containing a consolidated local government or a city of
the first class; or a designated department, division, or office of a county containing a consolidated local government or of
a city of the first class;

(2) “Development area” means an area no 1e than one f-I) uare mile, nor more than six (6) square miles, designated in
need of public improvements by a local or state government in a county containing a consolidated local government or a
city of the first class, a project area as defined in KRS 99.615, or a public project as defined in KRS 58.010 in a county
containing a consolidated local government or a city of the first class. “Development area” includes an existing economic
development asset;

(3) “Increment” means that amount of money received by any taxing district or the state that is determined by subtracting
the amount of old revenues from the amount of new revenues in any year for which a taxing district or the state ahd an
agency have agreed upon under the terms of a contract of release or a grant contract;

(4) “Local government” means a county containing a consolidated local government or a city of the first class;

(5) “New revenues” means the revenues received by any taxing district or the state from a development area in any year
after the establishment of the development area;

(6) “Old revenues” means the amount of revenues received by any taxing district or the stale from a development area in
the last year prior to the establishment of the development area;
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(7) “Project” means any urban renewal, redevelopment, or public project undertaken in accordance with the provisions of
KRS 65.490 to 65.497, any project undertaken in accordance with KRS 99.610 to 99.680, any project undertaken in
accordance with the provisions of KRS Chapter 58, or any “public project” as that term is defined in KRS 58.010
undertaken by a nonprofit corporation located within a county containing a consolidated local government or a city of the
first class;

(8) “Release” or “contract of release” or “grant contract” means that agreement by which a taxing district or the state
permits the payment to an agency of a portion of increments or an amount equal to a portion of increments received by it in
return for the benefits accrued to the taxing district or the state by reason of a project undertaken by an agency in a
development area;

(9) “Taxing district” means a consolidated local government, a county containing a city of the first class, a city of the first
class that encompasses all or part of a development area, or the state, but does not mean a school district; and

(10) “Pilot program” means a tax increment financing program or a grant program created by an agency within a
consolidated local government or a county containing a city of the first class which shall exist for a period of twenty (20)
years, and may be extended for a period not to exceed an additional twenty-five (25) years as provided in KRS 65.4931.

Section 2. KRS 65.494 is amended to read as follows:

<<KY ST 65.494>>

(1) As used in this section:
(a,) ‘Existing development area” means a development area established by a county containing a city of the first class or
by a city of the first class prior to March 23, 2007, that is subject to the provisions of a grant contract, Inlerlocul
Cooperation Agreement, or Master Agreement executed prior to March 23, 2007; and

(b) “New development area” means a development area that is created within an existing development area.

(2) Effective on March 23. 2007. The provisions ofKRS 65.490 to 65.499 shall apply only to:
(a) Existing development areas; amid which were established by a county containing a city of the first class or a ci of the
first class prior to March 23. 2007. and that are subject to the provisions of a grant contract. Interlocal Cooperation
Agreement or Master .\greernent executed prior to March 23, 2007

(b,) New development areas, provided that:

1. The project for the existing development area is amended to remove the new development area from the existing
development area;

2. All contracts regarding the application of increment derivedfrom the new development area require not less than ten
percent (10%) of the increment be paid to the agency for which the existing development area was established;

3. Notwithstanding KRS 65.495 to the contrary, the payment to the agency under subparagraph 2. of this paragraph
shall not be taken into account in determining whether thresholds within the contract have been met; and

4. The amendment of the projecifor an existing development area is approved by:

a. i. The count containing a city of thefirst class; or

iL The city ofthefirst class;

iii which the existing development area is located;
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b. The state;

c. The agencyfor which the existing development area was established; and

d. If applicable, the insurer of any bonds issuedfor the benefit of the agency for which the existing development area
was established.

Section 3. KRS 13 1.250 is amended to read as follows:

<<KY ST 131.250>>

(1) For the purpose of facilitating the administration of the taxes it administers, the department may require any tax return,
report, or statement to be electronically filed.

(2) (a) A person required to electronically file a return, report, or statement may apply for a waiver from the requirement
by submitting the request on a form prescribed by the department.

(b) The request shall indicate the lack of one (1) or more of the following:

1. Compatible computer hardware;

2. Internet access; or

3. Other technological capabilities determined relevant by the department.

(3) Beginning July 1, 2026, a licensee:
(a) Holdinga microbrewery license and authorized to sell malt beverages under KRS 243.15 7; and

(b) Required to pay the:

1. Wholesale sales tax under Section 24 of this Act; and

2. Excise tax on malt beverages under subsection (3) ofSection 20 of this Act;

shall electronically submit any payment and tax return, report, or statement to the department.

Section 4. KRS 132.0 10 is amended to read as follows:

<<KY ST 132.010>>

As used in this chapter, unless the context otherwise requires:

(1) “Department” means the Department of Revenue;

(2) “Taxpayer” means any person made liable by law to file a return or pay a tax;

(3) “Real property”:
(a) Means all lands within this state and improvements thereon; and
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(b) For property asscsed on January L 2021, and on January 1, 2O25JncJudes but is not limited to mains, pipes, pipelines,
and conduits that are:

1. Authorized to be installed in, upon, or under any public or private street or place; and

2. Used or to be used for or in connection with the collection, transmission, distribution, conducting, sale, or furnishing of
heat, steam, water, sewage, natural or manufactured gas, or electricity to or for the public;

(4) “Personal property” means every species and character of property, tangible and intangible, other than real property;

(5) “Resident” means any person who has taken up a place of abode within this state with the intention of continuing to
abide in this state; any person who has had his or her actual or habitual place of abode in this state for the larger portion of
the twelve (12) months next preceding the date as of which an assessment is due to be made shall be deemed to have
intended to become a resident of this state;

(6) “Compensating tax rate” means that rate which, rounded to the next higher one-tenth of one cent ($0.001) per one
hundred dollars ($100) of assessed value and applied to the current year’s assessment of the property subject to taxation by
a taxing district, excluding new property and personal property, produces an amount of revenue approximately equal to
that produced in the preceding year from real property. However, in no event shall the compensating tax rate be a rate
which, when applied to the total current year assessment of all classes of taxable property, produces an amount of revenue
less than was produced in the preceding year from all classes of taxable property. For purposes of this subsection,
“property subject to taxation” means the total fair cash value of all property subject to full local rates, less the total
valuation exempted from taxation by the homestead exemption provision of the Constitution and the difference between
the fair cash value and agricultural or horticultural value of agricultural or horticultural land;

(7) “Net assessment growth” means the difference between:
(a) The total valuation of property subject to taxation by the county, city, school district, or special district in the preceding
year, less the total valuation exempted from taxation by the homestead exemption provision of the Constitution in the current
year over that exempted in the preceding year; and

(b) The total valuation of property subject to taxation by the county, city, school district, or special district for the current
year;

(8) “New property” means the net difference in taxable value between real property additions and deletions to the property
tax roll for the current year. “Real property additions” shall mean:

(a) Property annexed or incorporated by a municipal corporation, or any other taxing jurisdiction; however, this definition
shall not apply to property acquired through the merger or consolidation of school districts, or the transfer of property from
one (1) school district to another;

(b) Property, the ownership of which has been transferred from a tax-exempt entity to a nontax-exempt entity;

(c) The value of improvements to existing nonresideitial property;

(d) The value of new residential improvements to property;

(e) The value of improvements to existing residential property when the improvement increases the assessed value of the
property by fifty percent (50%) or more;

(f) Property created by the subdivision of unimproved property, provided, that when the property is reclassified from farm to
subdivision by the property valuation administrator, the value of the property as a farm shall be a deletion from that category;

(g) Property exempt from taxation, as an inducement for industrial or business use, at the expiration of its tax exempt status;
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(h) Property, the tax rate of which will change, according to the provisions of KRS 82.085, to reflect additional urban
services to be provided by the taxing jurisdiction, provided, however, that the property shall be considered “real property
additions” only in proportion to the additional urban services to be provided to the property over the urban services
previously provided; and

(i) The value of improvements to real property previously under assessment moratorium.
“Real property deletions” shall be limited to the value of real property removed from, or reduced over the preceding
year on, the property tax roll for the current year;

(9) “Agricultural land” means:

(a) Any tract of land, including all income-producing improvements, of at least ten (10) contiguous acres in area used for the
production of livestock, livestock products, poultry, poultry products and/or the growing of tobacco and/or other crops
including timber;

(b) Any tract of land, including all income-producing improvements, of at least five (5) contiguous acres in area
commercially used- for aquaculture; or

(c) Any tract of land devoted to and meeting the requirements and qualifications for payments pursuant to agriculture
programs under an agreement with the state or federal government;

(10) “Horticultural land” means any tract of land, including all income-producing improvements, of at least five (5)
contiguous acres in area commercially used for the cultivation of a garden, orchard, or the raising of fruits or nuts,
vegetables, flowers, or ornamental plants;

(11) “Agricultural or horticultural value” means the use value of “agricultural or horticultural land” based upon
income-producing capability and comparable sales of farmland purchased for farm purposes where the price is indicative
of farm use value, excluding sales representing purchases for farm expansion, better accessibility, and other factors which
inflate the purchase price beyond farm use value, if any, considering the following factors as they affect a taxable unit:

(a) Relative percentages of tillable land, pasture land, and woodland;

(b) Degree of productivity of the soil;

(c) Risk of flooding;

(d) Improvements to and on the land that relate to the production of income;

(e) Row crop capability including allotted crops other than tobacco;

(f) Accessibility to all-weather roads and markets; and

(g) Factors which affect the general agricultural or horticultural economy, such as: interest, price of farm products, cost of
farm materials-and supplies, labor, or any economic factor which would affect net farm income;

(12) “Deferred tax” means the difference in the tax based on agricultural or horticultural value and the tax based on fair
cash value;

(13) “Homestead” means real property maintained as the permanent residence of the owner with all land and
improvements adjoining and contiguous thereto including but not limited to lawns, drives, flower or vegetable gardens,
outbuildings, and all other land cormected thereto;
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(14) “Residential unit” means all or that part of real property occupied as the permanent residence of the owner;

(15) “Special benefits” are those which are provided by public works not financed through the general tax levy but through
special assessments against the benefited property;

(16) “Manufactured home” means a structure manufactured after June 15, 1976, in accordance with the National
Manufactured Housing Construction and Safety Standards Act, transportable in one (1) or more sections, which when
erected on site measures eight (8) body feet or more in width and thirty-two (32) body feet or more in length, and which is
built on a permanent chassis and designed to be used as a dwelling, with or without a permanent foundation, when
connected to the required utilities, and includes the plumbing, heating, air-conditioning, and electrical systems contained
therein. It may be used as a place of residence, business, profession, or trade by the owner, lessee, or their assignees and
may consist of one (1) or more units that can be attached or joined together to comprise an integral unit or condominium
structure;

(17) “Mobile home” means a structure manufactured on or before June 15, 1976, that was not required to be constructed in
accordance with the National Manufactured Housing Construction and Safety Standards Act, transportable in one (1) or
more sections, which when erected on site measures eight (8) body feet or more in width and thirty-two (32) body feet or
more in length, and which is built on a permanent chassis and designed to be used as a dwelling, with or without a
permanent foundation, when connected to the required utilities, and includes the plumbing, heating, air-conditioning, and
electrical systems contained therein. It may be used as a place of residence, business, profession, or trade by the owner,
lessee, or their assigns and may consist of one (1) or more units that can be attached or joined together to comprise an
integral unit or condominium structure;

(18) “Modular home” means a structure which is certified by its manufacturer as being constructed in accordance with all
applicable provisions of the Kentucky Building Code and standards adopted by the local authority which has jurisdiction,
transportable in one (1) or more sections. and designed to be used as a dwelling on a permanent foundation when
connected to the required utilities, and includes the plumbing, heating, air-conditioning, and electrical systems contained
therein;

(19) “Prefabricated home” means a manufactured home, a mobile home, or a modular home;

(20) “Recreational vehicle” means a vehicular type unit primarily designed as temporary living quarters for recreational,
camping, or travel use, which either has its own motive power or is mounted on or drawn by another vehicle. The basic
entities are: travel trailer. camping trailer, truck camper, and motor home. As used in this subsection:

(a) “Travel trailer” means a vehicular unit, mounted on wheels, designed to provide temporary living quarters for
recreational, camping, or travel use, and of a size or weight that does not require special highway movement permits when
drawn by a motorized vehicle, and with a living area of less than two hundred twenty (220) square feet, excluding built-in
equipment (such as wardrobes, closets, cabinets, kitchen units or fixtures) and bath and toilet rooms;

(b) “Camping trailer” means a vehicular portable unit mounted on wheels and constructed with collapsible partial side walls
which fold for towiiig by another vehicle and unfold at the camp site to provide temporary living quarters for recreational,
camping, or travel use;

(c) “Truck camper” means a portable unit constructed to provide temporary living quarters for recreational, travel, or
camping use, consisting of a roof, floor, and sides, designed to be loaded onto and unloaded from the bed of a pick-up truck;
and

(d) “Motor home” means a vehicular unit designed to provide temporary living quarters for recreational, camping, or travel
use built on or permanently attached to a self-propelled motor vehicle chassis or on a chassis cab or van which is an integral
part of the completed vehicle;

(21) “Hazardous substances” shall have the meaning provided in KRS 224.1—400;

(22) “Pollutant or contaminant” shall have the meaning provided in KRS 224.1—400;
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(23) “Release” shall have the meaning as provided in either or both KRS 224.1—400 and KRS 224.60—115;

(24) “QuaIif’ing voluntary environmental remediation property” means real property subject to the provisions of KRS
224.1—400 and 224.1—405, or 224.60—135 where the Energy and Environment Cabinet has made a determination that:

(a) All releases of hazardous substances, pollutants, contaminants, petroleum, or petroleum products at the property occurred
prior to the property owner’s acquisition of the property;

(b) The property owner has made all appropriate inquiry into previous ownership and uses of the property in accordance with
generally accepted practices prior to the acquisition of the property;

(c) The property owner or a responsible party has provided all legally required notices with respect to hazardous substances,
pollutants, contaminants, petroleum, or petroleum products found at the property;

(d) The property owner is in compliance with all land use restrictions and does not impede the effectiveness or integrity of
any institutional control;

(e) The property owner complied with any information request or administrative subpoena under KRS Chapter 224; and

(f) The property owner is not affiliated with any person who is potentially liable for the release of hazardous substances,
pollutants, contaminants, petroleum, or petroleum products on the property pursuant to KRS 224.1—400, 224.1—405, or
224.60—135, through:

1. Direct or indirect familial relationship;

2. Any contractual, corporate, or financial relationship, excluding relationships created by instruments conveying or
financing title or by contracts for sale of goods or services; or

3. Reorganization of a business entity that was potentially liable;

(25) “Intangible personal property” means stocks, mutual funds, money market funds, bonds, loans, notes, mortgages,
accounts receivable, land contracts, cash, credits, patents, trademarks, copyrights, tobacco base, allotments, annuities,
deferred compensation, retirement plans, and any other type of personal property that is not tangible personal property;

(26) (a) “County” means any county, consolidated local government, urban-county government, unified local government,
or charter county government;

(b) “Fiscal court” means the legislative body of any county, consolidated local government, urban-county government,
unified local government, or charter county government; and

(c) “County judge/executive” means the chief executive officer of any county, consolidated local government, urban-county
government, unified local government, or charter county government;

(27) “Taxing district” means any entity with the authority to levy a local ad valorem tax, including special purpose
governmental entities;

(28) “Special purpose governmental entity” shall have the same meaning as in KRS 65A.OlO, and as used in this chapter
shall include only those special purpose governmental entities with the authority to levy ad valorem taxes, and that are not
specifically exempt from the provisions of this chapter by another provision of the Kentucky Revised Statutes;

(29) (a) “Broadcast” means the transmission of audio, video, or other signals, through any electronic, radio, light, or
similar medium or method now in existence or later devised over the airwaves to the public in general.

(b) “Broadcast” shall not apply to operations performed by multichannel video programming service providers as defined in
KRS 136.602 or any other operations that transmit audio, video, or other signals, exclusively to persons for a fee;
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(30) “Livestock” means cattle, sheep. swine, goats, horses, alpacas, llamas, buffaloes, and any other animals of the bovine,
ovine, porcine, caprine. equine, or camelid species;

(31) “Heavy equipment rental agreement” means the short-term rental contract under which qualified heavy equipment is
rented without an operator for a period:

(a) Not to exceed three hundred sixty-five (365) days; or

(b) That is open-ended under the terms of the contract with no specified end date;

(32) “Heavy equipment rental company” means an entity that is primarily engaged in a line of business described in Code
532412 or 532310 of the North American Industry Classification System Manual in effect on January 1, 2019;

(33) “Qualified heavy equipment” means machinery and equipment, including ancillary equipment and any attachments
used in conjunction with the machinery and equipment, that is:

(a) Primarily used and designed for construction, mining, forestry, or industrial purposes, including but not limited to cranes,
earthmoving equipment, vell-dril1ing machinery and equipment, lifts, material handling equipment, pumps, generators, and
pollution-reducing equipment; and

(b) Held in a heavy equipment rental company’s inventory for:

I. Rental under a heavy equipment rental agreement; or

2. Sale in the regular course of business;

(34) “Veteran service organization” means an organization wholly dedicated to advocating on behalf of military veterans
and providing charitable programs in honor and on behalf of military veterans;

(35) “Government restriction on use” means a limitation on the use of at least fifty percent (50%) of the individual
dwelling units of a multi-unit rental housing in order to receive a federal or state government incentive based on
low-income renter restrictions. inc]uding the following government incentives:

(a) A tax credit under Section 42 of the Internal Revenue Code;

(b) Financing derived from exempt facility bonds for qualified residential rental projects under Section 142 of the Internal
Revenue Code;

(c) A low-interest loan under Section 235 or 236 of the National Housing Act or Section 515 of the Housing Act of 1949;

(d) A rent subsidy;

(e) A guaranteed loan;

(f) A grant; or

(g) A guarantee;

(36) “Low income” means earning at or below eighty’ percent (80%) of the area median income as defined by the United
States Department of Housing and Urban Development for the location of the multi-unit rental housing; and

(37) “Multi-unit rental housing” means residential property or project consisting of four (4) or more individual dwelling
units and does not include:

(a) Assisted living facilities; or

(b) Duplexes or single-family units unless they are included as part of a larger property that is subject to government
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restriction on use.

Section 5. KRS 136.0 10 is amended to read as follows:

<<KY ST 136.010>>

As used in this chapter, except for KRS 136.500 to 136.575, unless the context requires otherwise:

(1) “Out-of-state business property” means all real and personal property having a taxable situs outside this state owned by
a corporation for use in the active conduct of a trade or business;

(2) “Personal property” means every species and character of property, tangible and intangible, other than real property;

(3) “Real property”:
(a) Means all lands within this state and improvements thereon; and

(b) For property assessed on January 1, 2021, and on Janua’ 1, 2025, Includes but is not limited to mains, pipes, pipelines,
and conduits that are:

1. Authorized to be installed in, upon, or under any public or private street or place; and

2. Used or to be used for or in connection with the collection, transmission, distribution, conducting, sale, or furnishing of
heat, steam, water, sewage, natural or manufactured gas, or electricity to or for the public; and

(4) “Tax exempt United States obligations” means all obligations of the United States exempt from taxation under 31
U.S.C. sec. 3124(a) or exempt under the United States Constitution or any federal statute including the obligations of any
instrumentality or agency of the United States which are exempt from state or local taxation under the United States
Constitution or any statute of the United States.

Section 6. KRS 132.140 is amended to read as follows:

<<KY ST 132.140>>

(1) The department shall fix the value of the distilled spirits for the purpose of taxation, assess the same at its fair cash
value, estimated at the price it would bring at a fair voluntary sale, calculate the exempt portion of the property taxes, and
keep a record of the valuations and assessments. The department shall immediately notify the owner or proprietor of the
bonded warehouse or premises of the amount fixed, including the portion of the property tax exemption as calculated in
subsection (3) of this section.

(2) (a) For purposes of this subsection only, “revenue bond-financed warehouse”-

1. “Premises” means a bonded warehouse orprenzises containing distilled spirits:

1. Owned by a tax-exempt governmental unit or tax-exempt statutory authority under KRS Chapter 103;

2.a The costs of which are financed by one (1) or more series of industrial revenue bonds under KRS Chapter 103 issued
prior to January 1, 2024; and
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3.b. Any portion of the costs of which remains financed by those industrial revenue bonds during any portion of the
calendar yeari-a+4

2. “Taxpayer”-mcans thc owner, proprietor, or custodian of one (.1-) or more premise-s.

(b) Notwithstanding subsection (3) of this section,for the taxation of distilled spirits stored or aging in barrels in a revenue
bond-financed warehouse:

1. One hundred percent (100%) of the assessed value of the distilled spirits shall be subject to the applicable state and
local ad ualorenz taxes; and

2. The state and local tax rate that may be levied on the distilled spirits for a taxpayer of a premises shall be the state and
local tax rate for tax assessments made on January 1, 2023.

(c) Distilled spirits stored or aging in barrels in a revenue bond-financed1o€atefl—i’r-a—be++de4 warehouse or premises shall be
exempt from state and local ad valorem taxes for tax assessments made on or after January 1, 2043.

(3) ForThe maximum-state-and local tax-rate-that may be le-’4ed—on distilled spirits stored or aging in barrels located in a
bonded warehouse or premises, the portion of the assessed value that is subject to state and local ad valoreni taxes shall
be as follows:

(a) Ninety-six percent (96%) of the assessed i’alueothervise applicable tax rate for tax assessments made on January 1, 2026:

(b) Ninety-two percent (92%) of the assessed valueethe ise—a ahe—ta*—rate for tax assessments made on January 1,
2027:

(c) Eighty-eight percent (88%) of the assessed valueotherwise applicable tax rate for tax assessments made on January 1,
2028;

(d) Eighty-four percent (84%) of the assessed valueotherwise applicable tax rate for tax assessments made on January 1,
2029;

(e) Eighty percent (80%) of the assessed vahieethei ieapeaNe—tax-rate for tax assessments made on January 1, 2030;

(0 Seventy-six percent (76%) of the assessed m’alueothenvisc applicable tax rate for tax assessments made on January 1.
2031;

(g) Seventy-two percent (72%) of the assessed valueethe 4-se ppl4eahIe--ta rate for tax assessments made on January 1 -

2032;

(h) Sixty-eight percent (68%) of the assessed valueothenvisc applicable tax rate for tax assessments made on January 1,
2033;

(i) Sixty-one percent (61%) of the assessed i’alueotherwise applicable tax rate for tax assessments made on January 1, 2034;

(j) Fifty-four percent (54%) of the assessed valueother.ise applicable tax rate for tax assessments made on January 1, 2035;

(k) Forty-four percent (44%) of the assessed i’alueotherwise applicable tax rate for tax assessments made on January 1, 2036;

(I) Thirty-eight percent (38%) of the assessed i’alueotherwise applicable tax rate for tax assessments made on January 1,
2037;

(m) Thirty-two percent (32%) of the assessed valueotherv.ize applicable tax rate for tax assessments made on January 1,
2038;
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(n) Twenty-four percent (24%) of the- assessed valueotherwise applicable tax rate for tax assessments made on January 1,
2039;

(o) Twenty percent (20%) of the assessed vaineotherwise applicable tax rate for tax assessments made on January 1, 2040;

(p) Fifteen percent (15%) of the assessed valueotherwise applicable tax rate for tax assessments made on January 1, 2041;
and

(q) Eight percent (8%) of the assessed -valueotherwise applicable tax rate for tax assessments made on January 1, 2042.

(4) Distilled spirits stored or aging in barrels located in a bonded warehouse or premises shall be exempt from state and
local ad valorem taxes for tax assessments made on or after January 1, 2043.

(5) If any owner, proprietor, or custodian of a bonded warehouse or premises fails to make the report required by KRS
132.130, the department sftall ascertain the necessary facts required to be reported. For that purpose the department shall
have access to the records of the owner, proprietor, or custodian; and the assessment shall be made and taxes collected
thereon, with interest and penalties, as though regularly reported.

(6) The assessment made under (1) of this section shall be reviewed according to KRS 131.110.

Section 7. KRS 13 8.208 is amended to read as follows:

<<KY ST 138.208>>

(1) As used in-this section: -

(a) “Bonded warehouse or premises” does not include a revenue bond-financed warehouse as defined in Section 6 of this
Actforperiods prior to the 2043 calendaryear;

(b) “Local jurisdiction” means:

1. A school district;

2. A fire protection district or subdistrict authorized to levy the ad valorem tax permitted by KRS 75.0 15 and 75.040 and
that provides fire-or other emergency services; and

3. An area served by an emergency services board that levies the ad valorem tax permitted by KRS 75A.050 and provides
fire or other emergency services

(b) “Premises” means a warehouse containing distilled spirits; and

(c) “Taxpayer” means the owner, proprietor, or custodian of one (1) orof more bonded warehouses or premises.

(2) Beginning with the 2026 calendar year and for each subsequent calendar year thereafter, in addition to any ad valorem
taxes collected under KRS 132.150, there is imposed a replacement tax on every taxpayer with a bonded warehouse or
premises located in a local jurisdiction that collected ad valorem tax during calendar year 2025.

(3) The total replacement tax for each school district shall be:
(a) An amount that is not less than zero; and

(b) The result from the following calculation:
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1. The ad valorern tax under KRS 132.150 on distilled spirits stored or aging in a bonded warehouse or premises collected
by or on behalf of the school district during calendar year 2023;

2. Minus the amount of the ad valorem tax under KRS 132.150 on distilled spirits stored or aging in a bonded warehouse
orprenuses collected by or on behalf of the school district for the applicable calendar year; and

3. Minus the amount by which the Support Education Excellence in Kentucky program under KRS 157.310 to 157.440
final calculation for the school year ending during the applicable calendar year exceeds the Support Education Excellence
in Kentucky program final calculation for the 2022—2023 school year, as detenriined by the Department of Education
under KRS 157.410(3). For purposes of the Support Education Excellence in Kentucky final calculation under this
subparagraph, the average daily attendance and equalization ratio for the school year ending during the applicable calendar
year shall not be less than those for the 2022—2023 school year final calculation.

(4) The total replacement tax for each fire district or emergency services board shall be:
(a) An amount that is not less than zero; and

(b) The result from the following calculation:

1. The ad valorem tax under KRS 132.150 on distilled spirits stored or aging in a bonded warehouse or premises collected
by or on behalf of the fire district or emergency services board during calendar year 2025;

2. Minus the amount of the ad valorem tax under KRS 132.150 on distilled spirits stored or aging in a bonded warehouse
or premises collected by or on behalf of the district or board for the applicable calendar year.

(5) (a) Each year the department shall assess taxpayers the replacement tax for the preceding calendar year in proportion to
the number of barrels of distilled spirits stored and aging at their bonded warehouse or premises in the local jurisdiction on
January 1 of that preceding calendar year.

(b) If a business-wide reduction or extraordinary event occurs, any taxpayer may apply to the secretary of the Finance and
Administration Cabinet for a reduction in the taxpayer’s replacement tax assessment.

(c) For purposes of this subsection:

1. “Business-wide reduction” means that the volume of distilled spirits distilled and barreIedpr-edee4 by all taxpayers at
all business locations in this state during the applicable calendar year is less than the volume of distilled spirits distilled
and barreled at all business locations in this state in calendar year 2025; and

2. “Extraordinary event” means a pandemic, epidemic, restrictive governmental laws or regulations enacted after March
31, 2023, riots, insurrection, var, acts of a government authority imposed after March 31, 2023, court orders issued after
March 31, 2023, a natural disaster, a decrease in sales in excess of ten percent (10%), or other reason of a like nature
determined by the secretary not to be the fault of the taxpayer and any other items determined by the secretary to be
beyond the taxpayer’s reasonable control, which prevents the taxpayer from distilling or barrelingproducing distilled
spirits.

(6) All revenues received by the department from the tax imposed by this section shall be distributed to the local
jurisdiction for which the tax was levied within sixty (60) days from the date received.

(7) The department shall administer the replacement tax levied by this section and, in conjunction or consultation with any
agency representing a local jurisdiction, may promulgate administrative regulations to implement this section.

Section 8. KRS 157,362 is amended to read as follows:
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<<KY ST 157.362>>

The portion of the assessed value of distilled spirits exempted from ad valorem taxes under Section 6 of this Actwheh
equates to the percentage of the othenvise applicable tax rate that does not apply under IS 132.110(3) shall not be included
in the calculation of the local effort required for Support Education Excellence in Kentucky or the tax rate-setting process in
KRS Chapter 160.

Section 9. KRS 141.020 is amended to read as follows:

<<KY ST 141.020>>

(1) An annual tax shall be paid for each taxable year by every resident individual of this state upon his or her entire net
income as defined in this chapter. The tax shall be determined by applying the rates in subsection (2) of this section to net
income and subtracting allowable tax credits provided in subsection (3) of this section.

(2) (a) As used in this subsection:

1. “Balance in the BRTF at the end of a fiscal year” means the budget reserve trust fund account established in KRS
48.705 and includes the following amounts and actions resulting from the final close of the fiscal year:

a. The amount of moneys in the fund at the end of a fiscal year;

b. All close-out actions related to a budget reduction plan under KRS 48.130 or as modified in a branch budget bill; and

c. All close-out actions related to the surplus expenditure plan under KRS-48.140 or as modified in a branch budget bill;

2. “GF appropriations” means the authorization by the General Assembly to expend GF moneys, excluding:

a. Continuing appropriations;

b. Any appropriation to the budget reserve trust fund;

c. Any lump-sum appropriation to a state-administered retirement system, as defined in KRS 7A.210, that is in excess of
the appropriations specifically budgeted to meet the recurring statutorily required contributions or recurring actuarially
determined contributions for a state-administered retirement system under KRS 21.525, 61.565, 61.702, 78.635,
78.5536, or 161.550, as applicable; and

d. Any appropriation from the budget reserve trust fund account established in KRS 48.705 that is:

i. Solely supported by moneys from the budget reserve trust fund account; and

ii. Specifically identified in the appropriation language as not being a GF appropriation for the purposes of this
section;

3. “GF moneys” means receipts deposited in the general fund defined in KRS 48.0 10, excluding tobacco moneys deposited
in the fund established in KRS 248.654;

4. “11T equivalent” means the amount of reduction in GF moneys resulting from a one (1) percentage point reduction to the
individual income tax rate and shall be calculated by dividing the actual individual income tax receipts for the fiscal year
under consideration by:

a. The sum of:

i. The individual income tax rate, expressed as a percentage, for the first six (6) months of the fiscal year; and

WESTtJW © 2025 Thomson Reuters. No claim to original U.S. Government Works. 13



KY LEGIS 98 (2025), 2025 Kentucky Laws Ch. 98 (HB 775)

ii. The individual income tax rate, expressed as a percentage, for the second six (6) months of the fiscal year; and

b. Dividing the sum determined in subdivision a. of this subparagraph by two (2); and

5. For a,,alysis through fiscal year 2024—2025 andfor reporting through September 5, 2025:

a. “Reduction conditions” means:

i.a The balance in the BRTF at the end of a fiscal year shall be equal to or greater than ten percent (10%) of the GF
moneys for that fiscal year; and

iLb GF moneys at the end of a fiscal year shall be equal to or greater than GF appropriations for that fiscal year plus
the lIT equivalent for that fiscal year: and

b.6. “Tax rate reduction” means the current tax rate minus five-tenths of one percent (0.5%).

(b,) 1. For the analvsisforfiscal year 2025—2026 andfiscalyear 2026—2027, andfor reporting on or before Septenther 5,
2026, and September 5. 2027, “tax rate reduction conditions” means the greatest reduction achieved under
subparagraphs 2. and 3. of this paragraph.

2.If:

a. The balance in the BRTF at the end of a fiscal year is equal to or greater thaii ten percent (10%) of the GF
nioners for thatfiscal year; and

b. GF moneys at the end of a fiscal rear are equal to or greater than GF appropriations for that fiscal year plus an
amount that falls within a range ofgreater than fifty percent (50%) but less than one hundred percent (100%) of
(lie lIT equivalent for that fiscalyear;

the,, the tax rate reduction inaj’ he the current tax rate minus twenty-five one-hundredths of one percent
(0.25%).

3. If:

a. The balance in the BRTF at the end of afiscal j’ear is equal to or greater than ten percent (10%,) of the GF moneys
for thatfiscal j’ear; and

b. GF moneys at the end of a fiscal year are equal to or greater thai: GF appropriations for that fiscal year plus the
lIT equivalentfor thatfiscal lear;

the:: the tax rate reduction may be the current tax rate minus five-tenths of one percent (0.5%).

(‘c) 1. For the analysis for fiscal year 202 7—2028 and each fiscal year thereafter and for reporting on or before
September 5, 2028, and each September 5 thereafter, “tax rate reduction conditions” meai:s the greatest reduction
achieved under subparagraphs 2. to 6. of this paragraph.

2. If:

a. The balance in the BRTF at the end of a fiscal year is equal to or greater than ten percent (10%) of the GF
moneysfor thatfiscalyear; and

b. GF moneys at the end of afiscal year are equal to or greater than GF appropriations for thatfiscal rear plus at:
amount thatfalls within a range of equal to or greater thai: twenty percent (20%) but not greater thai: thirty-nine
percent (39%) of the lIT equivalentfor thatfiscalyear;
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then the tax rate reduction may be the current tax rate minus one-tenth ofonepercent (0.1%).

3.Ifi

a. The balance in the BRTF at the end ofafiscalyear is equal to or greater than ten percent (10%) of the GF moneys
for thatfiscalyear; and

b. GF moneys at the end of a fiscal year are equal to or greater than GF appropriations for that fiscal year plus an
amount that falls within a range of equal to or greater than forty percent (40%) but not greater than fifty-nine
percent (59%) of the lIT equivalentfor thatfiscalyear;

then the tax rate reduction may be the current tax rate minus two-tenths ofone percent (0.2%).

4.If:

a. The balance in the BRTF at the end ofafiscalyear is equal to or greater than ten percent (10%) of the GF moneys
for thatfiscalyear; and

b. GF moneys at the end of a fiscal year are equal to or greater than GF appropriationsfor that fiscal year plus an
amount that falls within a range of equal to or greater than sixty percent (60%) but not greater than seventy-nine
percent (79%) of the lIT equivalentfor thatfiscalyear;

then the tax rate reduction may be the current tax rate minus three-tenths ofonepercent (0.3%).

a. The balance in the BRTF at the end ofafiscalyear is equal to or greater than ten percent (10%) ofthe GF moneys
for thatfiscalyear; and

b. GF moneys at the end of a fiscal year are equal to or greater than GF appropriations for that fiscalyear plus an
amount that falls within a range of equal to or greater than eighty percent (80%) but not greater than ninety-nine
percent (99%) of the lIT equivalentfor thatfiscaiyear;

then the tax rate reduction may be the current tax rate minus four-tenths ofonepercent (0.4%).

6.Ift

a. The balance in the BRTF at the end ofafiscalyear is equal to or greater than ten percent (10%) of the GF moneys
for thatfiscal year, and

b. GF moneys at the end ofa fiscalyear are equal to or greater than GF appropriations for thatfiscal year plus the
lIT equivalentfor thatfiscalyear;

then the tax rate reduction may be the current tax rate minus five-tenths ofone percent (0.5%).

(d)b) For taxable years beginning on or after Januaiy 1, 2023, but prior to January 1, 2024, the tax shall be four and one-half
percent (4.5%) of net income.

(e,)(e For taxable years beginning on or after January 1, 2024, but before January 1, 2026, the tax shall be four percent (4%)
of net income.

(/) For taxable years beginning on or after January 1, 2026, the tax shall be three and one-halfpercent (3.5%) of net
income.

(g)d-) 1. For taxable years beginning on or after January 1, 20272P2, the income tax rate may be reduced according to the
annual process established in:
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a. Subparagraphsub paragraphs 2. or 3. of this paragraph; and

b. Subparagraph 4.te4, of this paragraph.

2. a. The Office of State Budget Director shall review the reduction conditions for the fiscal year 2024—20252022 2023
no later than September 1, 202520-2.

After reviewing the reduction conditions under subdivision a. of this subparagraph 2. of this paragraph. the
Office of State Budget Director shall, no later than September 5, 20252023. report to the Interim Joint Committee on
Appropriations and Revenue:

La-r Whether the reduction conditions for the fiscal year 2024—20252022 2023 have been met: and

ii.b The amounts associated with each item within the reduction conditions used for making that determination.

i.4-—a If the reduction conditions have been met for [iscal year 2024—20252022 2023, the General Assembly may
take action to reduce the rate in paragraph (,9e of this subsection for the taxable year beginning January 1,
20272023.

ii.b If the reduction conditions have not been met for fiscal year 2024—202520-2-2 2023 or the General Assembly
does not take action to reduce the rate in paragraph O9fe-1 of this subsection, the department shall maintain the rate
in paragraph (Q(e3 of this subsection for the taxable year beginning January 1,20272023.

3. a. The Office of State Budget Director shall review the tax rate reduction conditions for the fiscal year 2025—2026
no later than September 1, 2026.

b. After reviewing the tax rate reduction conditions under subdivision a. of this subparagraph. the Office of State
Budget Director shall, no later tIm,, September 5, 2026, report to the Interim Joint Committee on Appropriations
and Revenue:

i. Whether the tax rate reduction conditions for thefiscalyear 2025—2026 have been met; and

ii. The amounts associated with each item within the tax rate reduction conditions used for making that
determination.

c. 1. If the tax rate reduction conditions have been metfor fiscal year 2025—2026. the General Assembly may take
actiol, to reduce the rate in paragraph U) of this subsection for the taxable j’ear beginning January 1, 2028.

ii. If the tax rate reduction conditions have not been metforfiscalyear 2025—2026 or the General Assembly does
not take action to reduce the rate in paragraph 0) of this subsection, the department shall maintain the rate in
paragraph 0) of this subsection for the taxable year beginning January 1, 2028.

4.3. a. The Office of State Budget Director shall implement an annual process to review and report future reduction
conditions or tax rate reduction conditions at the same time and in the same manner for each fiscal year subsequent to
the fiscal year 2024—20252022 2023 and each taxable year subsequent to the taxable year beginning Januaiy 1,
20272023.

b. The department shall not implement an income tax rate reduction without an action by the General Assembly.

c. The annual process shall continue until the income tax rate is zero.
(he For taxable years beginning on or after January 1, 2018, but before January 1. 2023, the tax shall be five percent (5%)
of net income.

(i,1f For taxable years beginning after December 31, 2004, and before January 1, 2018, the tax shall be determined by
applying the following rates to net income:
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I. Two percent (2%) of the amount of net income up to three thousand dollars ($3,000);

2. Three percent (3%) of the amount of net income over three thousand dollars ($3,000) and up to four thousand dollars
($4,000);

3. Four percent (4%) of the amount of net income over four thousand dollars ($4,000) and up to five thousand dollars
($5,000);

4. Five percent (5%) of the amount of net income over five thousand dollars ($5,000) and up to eight thousand dollars
($8,000);

5. Five and eight-tenths percent (5.8%) of the amount of net income over eight thousand dollars ($8,000) and up to
seventy-five thousand dollars ($75,000); and

6. Six percent (6%) of the amount of net income over seventy-five thousand dollars ($75,000).

(3) (a) The following tax credits, when applicable, shall be deducted from the result obtained under subsection (2) of this
section to arrive at the annual tax:
1. a. For taxable years beginning before January 1, 2014, twenty dollars ($20) for an unmarried individual; and

b. For taxable years beginning on or after January 1, 2014, and before January 1, 2018, ten dollars ($10) for an
unmarried individual;

2. a. For taxable years beginning before January 1, 2014, twenty dollars ($20) for a married individual filing a separate
return and an additional twenty dollars ($20) for the spouse of taxpayer if a separate return is made by the taxpayer and if
the spouse, for the calendar year in which the taxable year of the taxpayer begins, had no Kentucky gross income and is not
the dependent of another taxpayer; or forty dollars ($40) for married persons filing a joint return, provided neither spouse
is the dependent of another taxpayer. The determination of marital status for the purpose of this section shall be made in
the manner prescribed in Section 153 of the Internal Revenue Code; and

b. For taxable years beginning on or after January 1, 2014, and before January 1, 2018, ten dollars ($10) for a married
individual filing a separate return and an additional ten dollars ($10) for the spouse of a taxpayer if a separate return is
made by the taxpayer and if the spouse, for the calendar year in which the taxable year of the taxpayer begins, had no
Kentucky gross income and is not the dependent of another taxpayer; or twenty dollars ($20) for married persons filing a
joint return, provided neither spouse is the dependent of another taxpayer. The determination of marital status for the
purpose of this section shall be made in the manner prescribed in Section 153 of the Internal Revenue Code;

3. a. For taxable years beginning before January 1, 2014, twenty dollars ($20) credit for each dependent. No credit shall be
allowed for any dependent who has made a joint return with his or her spouse; and

b. For taxable years beginning on or after January 1, 2014, and before January 1, 2018, ten dollars ($10) credit for each
dependent. No credit shall be allowed for any dependent who has made a joint return with his or her spouse;

4 An additional forty dollars ($40) credit if the taxpayer has attained the age of sixty-five (65) before the close of the
taxable year;

5. An additional forty dollars ($40) credit for taxpayer’s spouse if a separate return is made by the taxpayer and if the
taxpayer’s spouse has attained the age of sixty-five (65) before the close of the taxable year, and, for the calendar year in
which the taxable year of the taxpayer begins, has no Kentucky gross income and is not the dependent of another taxpayer;

6. An additional forty dollars ($40) credit if the taxpayer is blind at the close of the taxable year;

7. An additional forty dollars ($40) credit for taxpayer’s spouse if a separate return is made by the taxpayer and if the
taxpayer’s spouse is blind, and, for the calendar year in which the taxable year of the taxpayer begins, has no Kentucky
gross income and is not the dependent of another taxpayer; and
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8. An additional twenty dollars ($20) credit shall be allowed if the taxpayer is a member of the Kentucky National Guard at
the close of the taxable year.

(b) In the case of nonresidents, the tax credits allowable under this subsection shall be the portion of the credits that are
represented by the ratio of the taxpayer’s Kentucky adjusted gross income as determined by KRS 141 .019 to the taxpayer’s
adjusted gross income as defined in Section 62 of the Internal Revenue Code. However. in the case of a married nonresident
taxpayer with income from Kentucky sources, whose spouse has no income from Kentucky sources, the taxpayer shall
determine allowable tax credit(s) by either:

I. The method contained above applied to the taxpayer’s tax credit(s), excluding credits for a spouse and dependents; or

2. Prorating the taxpayer’s tax credit(s) plus the tax credits for the taxpayer’s spouse and dependents by the ratio of the
taxpayer’s Kentucky adjusted gross income as detennined by KRS 141.019 to the total joint federal adjusted gross income
of the taxpayer and the taxpayer’s spouse.

(c) In the case of a part-year resident, the tax credits allowable under this subsection shall be the portion of the credits
represented by the ratio of the taxpayer’s Kentucky adjusted gross income as determined by KRS 141.019 to the taxpayer’s
adjusted gross income as defined in Section 62 of the Internal Revenue Code.

(4) An annual tax shall be paid for each taxable year as specified in this section upon the entire net income except as herein
provided, from all tangible property located in this state, from all intangible property that has acquired a business situs in
this state, and from business, trade, profession, occupation, or other activities carried on in this state, by natural persons not
residents of this state. A nonresident individual shall be taxable only upon the amount of income received by the individual
from labor performed. business done, or from other activities in this state, from tangible property located in this state, and
from intangible property which has acquired a business situs in this state; provided, however, that the situs of intangible
personal property shall be at the residence of the real or beneficial owner and not at the residence of a trustee having
custody or possession thereof. For taxable years beginning on or afier January 1,2021, but before January 1,2027, the tax
imposed by this section shall not apply to a disaster response employee or to a disaster response business. The remainder
of the income received by thes-eh nonresident shall be deemed nontaxable by this state.

(5) Subject to the provisions ofKRS 141.081, any individual may elect to pay the annual tax imposed by KRS 141.023 in
lieu of the tax levied under this section.

(6) A part-year resident is subject to taxation, as prescribed in subsection (1) of this section, during that portion of the
taxable year that the individual is a resident and, as prescribed in subsection (4) of this section, during that portion of the
taxable year when the individual is a nonresident.

Section 10. KRS 141.381 is amended to read as follows:

<<KY ST 141.381>>

(1) As used in this section:
(a) “Corporation” means the Bluegrass State Skills Corporation established by KRS 154.12—205;

(b) “Educational institution” means a regionally accredited college, university, or technical school;

(c) “Metropolitan College” means a nonprofit consortium that includes educational institutions located within the
Commonwealth and the qualified taxpayer as members. The purpose of Metropolitan College shall be to provide
postsecondamy educational opportunities to employees of the qualified taxpayer as part of a combined work and
postsecondary education program;

flA’ No o U S. Oovernmo: ‘ors.



KY LEGIS 98 (2025), 2025 Kentucky Laws Ch. 98 (HB 775)

(d) “Other educational expenses” means the same kinds of educational expenses that were permitted under the Metropolitan
College Consortium Agreement approved November 5, 2005; and

(e)- “Qualified taxpayer” means any taxpayer who, on June 26, 2009, is a party to the Metropolitan College Consortium
Agreement approved November 5, 2005.

(2) To be eligible for the tax credit provided by this section, a qualified taxpayer shall be a partner in Metropolitan College.

(3) A qualified taxpayer shall be allowed a nonrefundable credit against the tax imposed by KRS 14 1.020 or 141.040, and
KRS 141.0401, for each taxable year beginning on or after July 1, 2010, in the amount of fifty percent (50%) of the actual
costs incurred by the qualified taxpayer for:

(a) Tuition paid to an educational institution for a student participating in the Metropolitan College; and

(b) Other educational expenses paid on behalf of a student participating in the Metropolitan College;
on behalf of employees of the qualified corporation, for up to two thousand eight hundred (2,800) employees each
year.

(4) To claim the credit each year, the qualified taxpayer shall, on an annual basis, submit to the corporation information
listing each employee of the qualified taxpayer for whom tuition or other educational expenses were paid, the amount paid
on behalf of each employee, and the amount of credit the qualified company is eligible to claim. The corporation shall
review the information provided by ihe qualified company, and shall notify the department and the qualified company of
the amount of credit the qualified company is eligible to claim.

(5) The credit allowed by this section for any taxable year shall not exceed the tax liability of the taxpayer for the taxable
year. Any credit not used may be carried forward to subsequent years.

(6) The qualified company shall provide to the corporation and the department any information and documentation
requested for the purpose of monitoring the credit established by this section.

(7) The approved company shall maintain records and submit information as required by the corporation and the
department. The corporation may share information provided by the approved company with the department for the
purpose of monitoring the credit established by this section.

(8) The corporation may, through the promulgation of administrative regulations in accordance with KRS Chapter 13A,
establish additional standards or requirements for the administration of this section.

(9) The credit established by this section shall expire on April 15, 203 7202, unless extended by the General Assembly.

Section 11. KRS 148.851 is amended to read as follows:

<<KY ST 148.851>>

As used in 148.85 1 to 148.860, unless the context clearly indicates otherwise:

(1) “Agreement” means the tourism development agreement entered into between the authority and an approved company;

(2) “Approved company” means any eligible company that has received final approval to receive incentives provided
under KRS 148.853;

(3) “Approved costs” means the amount of eligible costs approved by the authority upon completion of the project;
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(4) “Authority” means the Kentucky Tourism Development Finance Authority as set forth in KRS 148.850

(5) “Cabinet” means the Tourism, Arts and Heritage Cabinet;

(6) “Crafts and products center” means a facility primarily devoted to the display, promotion, and sale of Kentucky
products, and at which a minimum of eighty percent (80%) of the sales occurring at the facility are of Kentucky arts, crafts.
or agricultural products;

(7) “Eligible company” means any corporation, limited liability company, partnership, limited partnership, sole
proprietorship, business trust, or any other entity operating or intending to operate a tourism development project;

(8) “Eligible costs” means:
(a) Obligations incurred for labor and amounts paid to vendors, contractors, subcontractors, builders, suppliers, deliverymen,
and materialmen in connection with the acquisition, construction, equipping, and installation of a tourism development
project;

(b) The costs of acquiring real property or rights include the acquisition of real property by a leasehold interest with a
minimum temi often (10) years, and any costs incidental thereto;

(c) The cost of contract bonds and of insurance of all kinds that may be required or necessary during the course of the
acquisition, construction, equipping, and installation of a tourism development project which is not paid by the vendor,
supplier, deliveryman, contractor, or otherwise provided;

(d) All costs of architectural and engineering services, including but not limited to estimates, plans and specifications.
preliminary investigations, and supervision of construction and installation, as well as for the performance of all the duties
required by or consequent to the acquisition, construction, equipping, and installation of a tourism development project;

(e) All costs iequired to be paid under the terms of any contract for the acquisition, construction, equipping, and installation
of a tourism development project:

(0 All costs required for the installation of utilities, including hut not limited to water, sewer, sewer treatment, gas, electricity
and communications, and including off-site construction of the facilities paid for by the approved company; and

(g) All other costs comparable with those described in this subsection, excluding costs subject to refund under KRS
154.20—202, 154.20—204, 154.20—206, 154.20—208, and 154.20—210 or Subchapter 31 ofKRS Chapter 154;

(9) “Enhanced incentive county” has the same meaning as in KRS 154.32—010;

(10) “Entertainment destination center project” means a facility that meets the requirements ofKRS 148.853(2)(b);

(11) “Final approval” means the action taken by the authority authorizing the eligible company to receive incentives under
KRS 139.536 and 148.851 to 148.860;

(12) “Full-service lodging facility” means a facility that provides overnight sleeping accommodations, including private
bathrooms and all of the following:

(a) On-site dining facilities;

(b) Room service;

(c) Catering: and

(d) Meeting space;

(13) “Incentives” means the Kentucky sales tax refund as prescribed in KRS 139.5 36;
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(14) “Kentucky sales tax” means the sales tax imposed by KRS 139.200;

(15) “Lodging facility project” means a full-service lodging facility that:

(a) 1. Is located on recreational property owned or leased by the Commonwealth or the federal government;

2.(b) Involves the restoration or rehabilitation of a structure that:

a.-h Is listed individually on the National Register of Historic Places; or

b.2 Is located in the National Register Historic District; and

is certified by the Kentucky Heritage Council as contributing to the historic significance of the district, and the
rehabilitation or restoration of the structure has been approved in advance by the Kentucky Heritage Council;

3.f is an integral part of a major convention or sports facility;

Is located:

a.4- Within a fifty (50) mile radius of a property listed on the National Register of Historic Places with a current
function of recreation and culture; and

b.2 In any of the one hundred (100) least-populated counties in the Commonwealth, in terms of population density,
according to the most recent census;

5.fe Is located on property:

a.-l- Owned by the Commonwealth, or leased by the Commonwealth from the federal government;

b.2 Acquired for use in the state park system pursuant to KRS 148.028; and

c3 Operated by the Kentucky Department of Parks pursuant to KRS 148.02 1 or the Kentucky Horse Park Commission
pursuant to KRS 148.258 to 148.320;

6.(43 Is located on property:

a.4- Owned or leased by the federal government and under the control of the Department of the Interior; or

b.2 Owned by the Commonwealth and in the custody of the State Fair Board as provided in KRS 247.140;

7.fg Is part of a tourism attraction project, entertainment destination center project, or theme restaurant destination
attraction project and the full-service lodging facility represents less than fifty percent (50%) of the total eligible costs; or

Has not less than five hundred (500) guest rooms; or

(b) 1. Is located:
a. In any of the one hundred (100) least-populated counties in the Commonwealth, in terms ofpopulation density,
according to the most recent decennial census;

b. In a county, the boundaries ofwhich:

L Include, in part, the boundaries ofa designated nationalforest; or

iL Are adjacent to or include a portion ofparallel reservoirs ofwater surrounding a national recreation area;

c. Within an enhanced incentive county and will create at leastfifty (50) new full-timejobs within that county; and
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d. Within oiie-half (1/2,) mile ofa state resort park;

2. Has a capital investment of at least one hundred million dollars (‘$100,000,000,); and

3. (‘ontains acconzmodationsfor:

a. Lodging, with a mininwm of one hundred (100,) guest rooms, cabins, or rental units;

b. Relaxation, inch,ding a spa;

c. More than one (1) oiz-site diningfacili4; and

d. More than one (1) meeting or ei’e,zt space;

(16) “Net positive fiscal impact” means the amount by which increased state tax revenues will exceed the incentives given;

(17) “Preliminary approval” means the action taken by the authority conditionally approving an eligible company for the
incentives under KRS 139.536 and 148.85 1 to 148.860;

(18) “Recreational facility” means a structure or outdoor area that:
(a) Provides visitors recreational opportunities, including but not limited to amusement parks, boating, hiking, horseback
riding. hunting. fishing, camping, wildlife viewing, live theater, rock climbing, and all-terrain vehicle trails: and

(b) Serves as a likely destination where individuals who are not residents of the Commonwealth would remain overnight in
commercial lodging at or near the recreational facility;

(19) “Theme restaurant destination attraction project” means a restaurant facility that meets the requirements for incentives
under KRS 148.853(2)(c);

(20) (a) “Tourism attraction project” means:

1. A cultural or historical site;

2. A recreational facility;

3. An entertainment facility;

4. An area of natural phenomenon or scenic beauty; or

5. A Kentucky crafts and products center;

(b) “Tourism attraction project” does not include facilities that are primarily devoted to the retail sale of goods, other than a
Kentucky crafts and products center, or a tourism attraction where the sale of goods is a secondary and subordinate
component of the attraction; and

(21) “Tourism development project” means:
(a) A tourism attraction project;

(b) A theme restaurant destination attraction project;

(c) An entertainment destination center project; or

(d) A lodging facility project.
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Section 12. KRS 148.853 is amended to read as follows:

<<KY ST 148.853>>

(1) The General Assembly finds and declares that:
(a) The general welfare and material well-being of the citizens of the Commonwealth depend in large measure upon the
development of tourism in the Commonwealth;

(b) It is in the best interest of the Commonwealth to provide incentives for the creation of new tourism attractions and the
expansion of existing tourism attractions within the Commonwealth in order to advance the public purposes of relieving
unemployment by preserving and creating jobs that would not exist if not for the incentives offered by the authority to
approved companies, and by preserving and creating sources of tax revenues for the support of public services provided by
the Commonwealth;

(c) The authorities granted by KRS 148.85 1 to 148.860 are proper governmental and public purposes for which public
moneys may be expended; and

(d) That the creation or expansion of tourism development projects is of paramount importance mandating that the provisions
of KRS 139.536 and KRS 148.85 1 to 148.860 be liberally construed and applied in order to advance public purposes.

(2) To qualify for incentives provided in KRS 139.536 and 148.85 1 to 148.860, the following requirements shall be met:
(a) For a tourism attraction project:

1. The total eligible costs shall exceed one million dollars ($1,000,000), except for a tourism attraction project located in a
county designated as an enhanced incentive county at the time the eligible company becomes an approved company as
provided in KRS 148.857(6), the total eligible costs shall exceed five hundred thousand dollars ($500,000);

2. In any year, including the first year of operation, the tourism attraction project shall be open to the public at least one
hundred (100) days; and

3. In any year following the third year of operation, the tourism attraction project shall attract at least twenty-five percent
(25%) of its visitors from among persons who are not residents of the Commonwealth;

(b) For an entertainment destination center project:

1. The total eligible costs shall exceed five million dollars ($5,000,000);

2. The facility shall contain a minimum of two hundred thousand (200,000) square feet of building space adjacent or
complementary to an existing tourism attraction project or a major convention facility;

3. The incentives shall be dedicated to a public infrastructure purpose that shall relate to the entertainment destination
center project;

4. In any year, including the first year of operation, the entertainment destination center project shall:

a. Be open to the public at least one hundred (100) days per year;

b. Maintain at least one (1) major theme restaurant and at least three (3) additional entertainment venues, including but
not limited to live entertainment, multiplex theaters, large-format theater, motion simulators, family entertainment
centers, concert halls, virtual reality or other interactive games, museums, exhibitions, or other cultural and leisure-time
activities;_and
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c. Maintain a minimum occupancy of sixty percent (60%) of the total gross area available for lease with entertainment
and food and drink options not including the retail sale of tangible personal property; and

5. in any year following the third year of operation, the entertainment destination center project shall attract at least
twenty-five percent (25%) of its visitors from among persons ‘ho are not residents of the Commonwealth;

(c) For a theme restaurant destination attraction project:

I. The total eligible costs shall exceed five million dollars ($5,000,000);

2. In any year, including the first year of operation, the attraction shall:

a. Be open to the public at least three hundred (300) days per year and for at least eight (8) hours per day; and

b. Generate no more than fifty percent (5O?/o) of its revenue through the sale of alcoholic beverages;

3. In any year following the third year of operation, the theme restaurant destination attraction project shall attract a
minimum of fifty percent (50%) of its visitors from among persons who are not residents of the Commonwealth; and

4. The theme restaurant destination attraction project shall:

a. At the time of final approval, offer a unique dining experience that is not available in the Commonwealth within a one
hundred (100) mile radius of the attraction;

b. In any year, including the first year of operation. maintain seating capacity of four hundred fifty (450) guests and
offer live music or live musical and theatrical entertainment during the peak business hours that the facility is in
operation and open to the public; or

c. Within three (3) years of the completion date, the attraction shall obtain a top two (2) tier rating by a nationally
accredited service and shall maintain a top two (2) tier rating through the ten of the agreement;

(d) For a lodging facility project defined in subsection (‘15)(a,) ofSection 11 of this Act:

1. a. The eligible costs shall exceed five million dollars ($5,000,000) unless the provisions of subdivision b. of this
subparagraph apply.

b. i. If the lodging facility is an integral part of a major convention or sports facility, the eligible costs shall exceed six
million dollars ($6,000,000); and

ii. If the lodging facility includes five hundred (500) or more guest rooms, the eligible costs shall exceed ten million
dollars ($10,000,000); and

2. In any year, including the first year of operation, the lodging facility shall:

a. Be open to the public at least one hundred (100) days; and

b. Attract at least twenty-five percent (25%) of its visitors from among persons who are not residents of the
Commonwealth;

(e) For a lodgingfacility project defined in subsection (15)(b) ofSection 11 of this Act:

1. The eligible costs shall exceed one hundred million dollars ($100,000,000,); and

2. The lodgingfacility shall:

a. Be open to the public at least one hundred (100.? days each year. including thefirst year ofoperation: and
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b. In any year following the third year of operation, attract a minimum of twenty-five percent (25%) of its overnight
visitorsfrom among persons who are not residents ofthe Commonwealth.

Ct) Any tourism development project shall not be eligible for incentives if it includes material determined to be lewd,
offensive, or deemed to have a negative impact on the tourism industry in the Commonwealth; and

(g)f4 An expansion of any tourism development project shall in all cases be treated as a new stand-alone project.

(3) (a) The incentives offered to an approved company under the Kentucky Tourism Development Act may includesha14
be as follows:

(a) An approvcd company may bc granted a sales tax incentive based on the Kentucky sales tax imposed on sales generated
by or arising at the tourism development project.j-and

(b) 1. For a tourism development project other than a lodging facility project described in subparagraph 4. or 5. of this
paragraphKRS-148.851(l1)(e) or (f), or a tourism attraction project described in subparagraph 2. of this paragraph:

a. A sales tax incentive shall be allowed to an approved company over a period often (10) years, except as provided in
subparagraphs 7.5- and 84 of this paragraph; and

b. The sales tax incentive shall not exceed the lesser of the total amount of the sales tax liability of the approved
company and its lessees or a percentage of the approved costs as specified by the agreement, not to exceed twenty-five
percent (25%);

2. For projects approved according to the application period established under KRS 148.8531, a tourism attraction
project located in an enhanced incentive county at the time the eligible company becomes an approved company as
provided in KRS 148.857(6):

a. A sales tax incentive shall be allowed to the approved company over a period often (10) years; and

b. The sales tax incentive shall not exceed the lesser of the total amount of the sales tax liability of the approved
company and its lessees or a percentage of the approved costs as specified by the agreement, not to exceed thirty
percent (30%);

3. For applications considered after the effective date of this Act, including projects related to property to which the
title passedfrom a seller to a buyer on or after March 1, 2025, a tourism attraction project located in an enhanced
incentive county with a population equal to or less than twenty thousand (20,000) based on the most recent decennial
census at the time the eligible company becomes an approved company as provided in KRS 148.857(6):

a. A sales tax incentive shall be allowed to the approved company over a period of twenty (20) years; and

b. The sales tax incentive shall not exceed the lesser of the total amount of the sales tax liability of the approved
coinpaiiy and its lessees or a percentage of the approved costs as specified by the agreement, not to exceedfifty
percent (50%);

4. For a lodging facility project described in subsection (15)(a)5. or 6. ofSection 11 of this ActKRS 148.851(14)(c) or

a. A sales tax incentive shall be allowed to the approved company over a period of twenty (20) years; and

b. The sales tax incentive shall not exceed the lesser of total amount of the sales tax liability of the approved company
and its lessees or a percentage of the approved costs as specified by the agreement, not to exceed fifty percent (50%);

5. For a lodging facility project described in subsection (15)(b) of Section 11 of this Act, a sales tax incentive that
shall:
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a. Be allowed to the approved conzpanv over a period of twenty (20,) years; and

b. Not exceed the lesser of the total amount of sales tax liability of the approved company and its lessees or a
percentage of (lie approved costs as specijied by the agreement, not to exceed fifty percent (50%);

6.4-v Any unused incentives from a previous year may be carried forward to any succeeding year during the term of the
agreement until the entire specified percentage of the approved costs has been received through sales tax incentives;

7.& If the approved company is an entertainment destination center that has dedicated at least thirty million dollars
($30,000,000) of the incentives provided under the agreement to a public infrastructure purpose, the agreement may be
amended to extend the term of the agreement up to two (2) additional years if the approved company agrees to:

a. Reinvest in the original entertainment destination project one hundred percent (100%) of any incentives received
during the extension that were outstanding at the end of the original term of the agreement; and

b. Report to the authority at the end of each fiscal year the amount of incentives received during the extension and
how the incentives were reinvested in the original entertainment destination project; and

8.& The term of a tourism development agreement entered into with a tourism attraction project that was in effect on
January 1, 2020, shall be extended for one (1) year if the tourism attraction project:

a. Has historically been open to the public on a seasonal basis consisting of less than six (6) months:

b. Has previously met the requirement of being open to the public at least one hundred (100) days during the entire
term of the tourism development agreement as required under subsection (2)(a)2. of this section;

c. Failed to be open to the public at least one hundred (100) days during the calendar year 2020 solely as a result of
complying with one (1) or more executive orders issued by the Govenior under the authority of KRS 39A.090 that
prevented the tourism attraction project from being open to the public for at least one hundred (100) days during its
normal operating season: and

d. Applied for a sales tax incentive related to the calendar year 2020 operating season and was denied the sales tax
incentive solely on the basis that the tourism attraction project was not open to the public for at least one hundred
(100) days in calendar year 2020.

Section 13. KRS 148.855 is amended to read as follows:

<<KY ST 148.855>>

(1) The cabinet shall promulgate administrative regulations in accordance with KRS Chapter 13A to establish standards for
the making of applications for incentives and the recommendation of eligible companies and their tourism development
projects to the authority.

(2) The cabinet shall consult with the authority when establishing standards to ensure that standards established pursuant to
subsection (1) of this section and KRS 148.857(1) do not conflict.

(3) (a) The application for incentives shall be filed with the cabinet and shall include:

1. The name of the applicant;

2. Marketing plans for the tourism development project that target individuals who are not residents of the Commonwealth;

3. A description and location of the tourism development project;
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4. Capital and other anticipated expenditures for the tourism development project that indicate that the total cost of the
project shall exceed the minimum required costs as provided in KRS 148.853, and the anticipated sources of funding
therefor;

5. The anticipated employment and wages to be paid at the tourism development project;

6. Business plans which indicate the average number of days in a year in which the tourism development project will be in
operation and open to the public;

7. The anticipated revenues and expenses generated by the tourism development project;

8. If the tourism development project is an entertainment destination center project, the application shall include the public
infrastructure purpose; and

9. Any other information as required by the cabinet.

(b) Based upon a review of these materials, if the cabinet determines that the eligible company and the proposed tourism
development project appears to meet the requirements established by KRS 148.853, and that the proposed tourism
development project may reasonably satisfy the criteria for final approval in subsection (4) of this section, the secretary of the
cabinet may submit a written request to the authority for a preliminary approval of the eligible company and the tourism
development project.

(4) The authority may review the request submitted by the secretary, including all relevant materials, and may, based upon
that review, grant preliminary approval to an eligible company. Upon a preliminary approval by the authority, the cabinet
shall engage the services of a competent consulting firm to analyze the data made available by the eligible company and to
collect and analyze additional information necessary to determine that, in the independent judgment of the consultant, the
proposed tourism development project:

(a) Will attract, in all years following the third year of operation, at least twenty-five percent (25%) of its visitors from among
persons who are not residents of the Commonwealth, except for a theme restaurant destination attraction project, which shall
attract, in all years following the third year of operation, a minimum of fifty percent (50%) of its visitors from among persons
who are not residents of the Commonwealth;

(b) Will have costs in excess of the minimum amount required by KRS 148.853;

(c) 1. Will have a net positive fiscal impact on the Commonwealth considering, among other factors, the extent to which
the proposed tourism development project will compete directly with existing tourism attractions or previously approved
tourism development projects in the Commonwealth and the amount by which increased tax revenues from the tourism
development project will exceed the incentives given to the approved company at the maximum level of recovery of
approved costs as provided in KRS 148.853; or

2. If the independent consultant determines that the proposed tourism development project cannot produce a net positive
fiscal impact to the Commonwealth at the maximum level of recovery of approved costs as provided in KRS 148.85 3,
the independent consultant shall determine the level of recovery, if any, at which the proposed tourism development
project can meet those standards;

(d) Will produce sufficient revenues and public demand to be operating and open to the public for a minimum of one hundred
(100) days per year, except for a theme restaurant destination attraction, which shall be operating and open to the public for a
minimum of three hundred (300) days per year;

(e) Will not adversely affect existing employment in the Commonwealth;-and

(f) Meets all other requirements of KRS 148.851 and 148.853; and

(g) For a lodgingfacility project defined in subsection (15)(b) ofSection 11 of this Act:
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1. Will have an occupancy study conducted by an independent consultant to determine the percentage of rooms
occupied by other lodgingfacilities:

a. With comparable accommodations as described in subsection (15,.)(b3. ofSection 11 of this Act; and

b. Within aJifty (50) nzile radius of the proposed lodgingfacility project;

for the most recent calendaryearfor data collected; and

2. Will have a net positive impact statement that will exclude from consideration anj’ impact related to state-funded
infrastructure lb at was approved prior to the application of tile eligible company.

(5) The independent consultant, in determining the amount of net positive fiscal impact to the Commonwealth for a new
proposed tourism development project that is an expansion of an existing tourism development project shall not consider
positive fiscal impacts from the following sources:

(a) Increased operations at the previously approved tourism development project that is being expanded by the proposed
tourism development project:

(b) Increased operations at any other tourism development project approved for incentives provided under KRS 148.853; or

(c) Increased operations at any project approved for tax increment financing that includes state revenues approved pursuant to
Subchapter 30 of KRS Chapter 154.

(6) (a) The independent consultant shall consult with the authority, the Office of the State Budget Director and the Finance
and Administration Cabinet in the development of a report on the proposed tourism development project.

(b) The Office of the State Budget Director and the Finance and Administration Cabinet shall agree as to the methodology to
be used and assumptions to be made by the independent consultant in preparing its report.

(c) On the basis of the independent consultant’s report and prior to any final approval of a project by the authority, the Office
of the State Budget Director and the Finance and Administration Cabinet shall certify to the authority whether there is a
projected net positive fiscal impact to the Commonwealth and the expected amount of incremental state revenues from the
tourism development project. A final approval shall not be granted if it is detennined that there is no projected net positive
fiscal impact to the Commonwealth.

(7) The eligible company shall pay for the cost of the consultant’s report and shall cooperate with the consultant and
provide all of the data that the consultant deems necessary to make its determination under subsection (4) of this section.

(8) In lieu of the independent consultant analysis required in subsection (4) of this section, if the eligible company is
exempt from income tax under Section 501(c)(3) of the Internal Revenue Code and the estimated approved costs are less
than ten million dollars ($10,000,000), the cabinet shall have the option of performing an interagency review to analyze the
data made available by the eligible company and to collect and analyze additional information necessary to determine that
the proposed tourism development project meets the requirements set forth in subsection (4)(a) of this section. The cabinet
shall comply with the same consulting and reporting requirements as an independent consultant.

(9) After a review of relevant materials, the consultant’s report, and completion of other inquiries, the secretary shall, by
written notification to the authority, provide a recommendation to the authority regarding final approval of the tourism
development project.

Section 14. KRS 148.859 is amended to read as follows:
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<<KY ST 148.859>>

(1) The authority, upon adoption of its final approval, may enter into a tourism development agreement with any approved
company. The terms of the agreement shall be negotiated between the authority and the approved company and shall
include but not be limited to:

(a) The amount of approved costs;

(b) That any increase in approved costs incurred by the approved company and agreed to by the authority shall apply
retroactively for purposes of calculating the carry forward for unused incentives;

(c) A date certain by which the approved company shall have completed the tourism development project;

(d) That the authority may grant an extension or change, which in no event shall exceed three (3) years from the date of final
approval, to the completion date as specified in the agreement of an approved company;

(e) That within three (3) months of the completion date, the approved company shall document the actual cost of the tourism
development project through a certification of the costs to be provided by an independent certified public accountant
acceptable to the authority;

(f) The term of the tourism development agreement and the maximum amount of recovery;

(g) That within forty-five (45) days after the end of each fiscal year of the approved company, during the term of the
agreement, the approved company shall supply the authority with reports and certifications as the authority may request
demonstrating to the satisfaction of the authority that the approved company is in compliance with the provisions of KRS
139.536 andKRS 148.851 to 148.860;

(h) That the approved company shall notify the authority if any change in ownership of the tourism attraction is
contemplated. The authority shall reserve, the option to -renegotiate the terms of the agreement or, if the change in ownership
is detrimental-to the Commonwealth, the authority may terminate the agreement;

(i) That the approved company shall not receive a sales tax incentive as prescribed by KRS 139.536 with respect to any fiscal
year if the requirements of KRS 148.853(2) have notbeen met;

G) That the authority may grant an extension of up to three (3) years to the completion date in addition to the extension
provided for in paragraph (d) of this subsection, to an approved company that has completed at least fifty percent (50%) of an
entertainment destination center project;

(k) That in no event shall the completion date be more than six (6) years from the date of final approval; and

(1) That the extension provided for in paragraph (j) of this subsection shall be subject to the following conditions:

1. The approved company shall have spent or have contractually obligated to spend an amount equal to or greater than the
amount of approved costs set forth in the initial agreement;

2. The term of the agreement shall not be extended, except as provided in KRS 148.853(3)(b)7. and 8.4; and

3. The scope of the entertainment destination center project, as set forth in the initial agreement, shall not be altered to
include new or additional entertainment and leisure options.

(2) The agreement, including the incentives provided under KRS 148.853, shall not be transferable or assignable by the
approved company without the written consent of the authority and a passage of a resolution approving the proposed
assignee of the incentives as an approved company.
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Section 15. KRS 154.30—050 is amended to read as follows:

<<KY ST 154.30—050>>

(1) The Signature Project Program is hereby established. The purpose of this program is to encourage private investment in
the development of major projects that will have a significant impact on the Commonwealth of Kentucky and are judged to
be of such a magnitude that the effect upon the location of the&’c+e4 project wanants extraordinary public support.

(2) () There shall be two (2) separate initiatives under this program. The first initiative, the criteria and details of which
are set forth in subsection (3)(a) of this sectionpararaph (a) of this subsection, shall apply to;

1. Qualifying projects that are not the subject of a contract under KRS 65.495 in effect on or before the March 23, 2007,
but that have a project grant agreement executed pursuant to KRS 154.30—070 prior to January 1, 2008; or

2. Revised projects if the original project was not the subject of a contract under KRS 65.495 on or before March 23,
2007, and had a project grant agreement executed pursuant to KRS 154.30—070 prior to January 1, 2008, but the
agreement was withdrawn voluntarily before the project was completed.

(b) The second initiative, the criteria and details of which are set forth in subsection (3)(h) of this sectionparagraph (b) of this
&ubseel4e13. shall apply to projects that meet the specified requirements on or after January 1, 2008.

(3) (a) For projects that are not the subject of a contract under KRS 65A95 in effect on or before March 23, 2007, but that
have a project grant agreement executed pursuant to the provisions ofKRS 151.30 070 prior to January 1. 2008:

I. The criteria for qualification shall be as follows:

a. The project shall represent new economic activity in the Commonwealth; and

b. The project shall result in a minimum capital investment of two hundred million dollars (S200,000,000).

2. The following provisions shall apply to projects that meet the criteria established in subparagraph 1. of this paragraph:

a. KRS 65.7051 shall not apply to the establishment of a development area;

b. The city or county in which the project is located shall adopt an ordinance establishing the development area. The
ordinance shall be adopted in accordance with KRS 65.7053(I)(a), (b), (c). (d), (e), (h), (i), (j), (k), (I), and (m);

c. KRS 65.7049, 65.7053(2) and (3), 65.7057, 65.7059, 65.7061, 65.7063, 65.7065, and 65.7067, relating to local
development areas, shall apply;

d. An application for state participation shall have been submitted as provided in KRS 154.30—030. The application shall
include the information required by KRS 154.30—030(2)(a) l.a. and b.;

e. The report provided for in KRS 154.30—030(2)(a) 3.b. shall not be required, and the certification required by KRS
154.30—030(6)(b) shall not be required;

f. A project grant agreement shall be executed in accordance with KRS 154.30—070; and

g. KRS 154.30—080 and 154.30—090 shall apply.

3. Projects that meet the criteria established in subparagraph 1. of this paragraph shall be eligible for the following:

a. Up to one hundred percent (100%) of approved public infrastructure costs, excluding any sales and use tax paid, may
be recovered;
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b. Up to one hundred percent (100%) of the fmancing costs associated with approved public infrastructure costs may be
recovered;

c. In a county containing a city of the first class, the local participation agreement may provide for the release of up to
eighty percent (80%) of the increment from the tax levied under KRS 91 A.390 derived by the governing body within the
project development area. The amount released shall not exceed a base amount of four hundred thousand dollars
($400,000) in the first year of the local participation agreement, which base amount shall be increased in each
subsequent year of the grant agreement by four percent (4%); and

d. Up to one hundred percent (100%) of approved signature project costs, excluding any sales and use taxes paid, subject
to the following:

i. The authority shall review proposed expenditures for inclusion in the tax incentive agreement. The authority may
approve the type of expenditures it determines are necessary for completion of the private development; and

ii. Approved signature project costs shall be detailed in the tax incentive agreement.

(b) Beginning January 1, 2008:

1. A project shall meet all of the following criteria to be considered for state participation under this program:

a. The project shall represent new economic activity in the Commonwealth;

b. The project shall result in a minimum capital investment of two hundred million dollars ($200,000,000);

c. The project shall result in a net positive economic impact to the Commonwealth, taking into consideration any
substantial adverse impact on existing Commonwealth businesses. The net positive impact shall be certified to the
commission as required by KRS 154.3 0—030(6)(b); and

d. Not more than twenty percent (2 0%) of the capital investment or twenty percent (20%) of the finished square footage
shall be devoted to the support or development of assets that will be utilized for the retail sale of tangible personal
property.

2. Projects that meet the criteria established by subparagraph 1. of this paragraph shall comply with all relevant provisions
of this subchapter.

3. Projects that meet the criteria established by subparagraphs 1. and 2. of this paragraph shall be eligible to recover:

a. Up to one hundred percent (100%) of approved public infrastructure costs, excluding any sales and use taxes paid;

b. Up to one hundred percent (100%) of the financing costs associated with approved public infrastructure costs; and

c. Up to one hundred percent (100%) of approved signature project costs, excluding sales and use taxes paid subject to
the following:

i. The authority shall review proposed expenditures for inclusion in the tax incentive agreement. The authority may
approve the type of expenditures it determines are necessary for completion of the private development; and

ii. Approved signature project costs shall be detailed in the tax incentive agreement.

(4)f33 The authority shall review the application, the certification required by KRS 154.30—030, if applicable, and
supporting information as provided in KRS 154.30—030.

(5)E4) The authority shall specifically identi1’ the state taxes from which incremental revenues will be pledged. The
authority may pledge up to eighty percent (80%) of the incremental revenues from the identified state tax revenues from
the footprint, provided that the maximum amount of incremental revenues that may be pledged for a project during the
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term of the tax incentive agreement from all approved state taxes shall not exceed one hundred percent(100%) of approved
public infrastructure costs. approved signature project costs, and financing costs.

(6)f&) As part of the approval process, the authority shall determine the following:
(a) The footprint of the project:

(b) The maximum amount of approved public infrastructure costs, approved signature project costs, and financing costs;

(c) That the local revenues pledged to support the public infrastructure of the project, and local revenues pledged to support
the overall project are of a sufficient amount to warrant participation of the Commonwealth in the project;

(d) The termination date of the tax incentive agreement, not to exceed thirty (30) years from the activation date;

(e) Any adjustments to be made to old revenues, in determining incremental revenues during each year of the tenn of the
project grant agreement; and

(f) Any approved signature project costs;

(7)€6-) For the purpose of making the determination required by KRS 139.515(2), the authority shall review the projected
expenditures for tangible personal property used in the construction of a signature project, as defined in KRS 139.5 15(1).
and shall establish an approximate percentage of the total anticipated expenditures that are not included in the tax incentive
agreement as approved public infrastructure costs or approved signature project costs. This percentage shall be
communicated by the authority to the Department of Revenue, which shall use the information in administering the sales
tax refund permitted by KRS 139.5 15.

(8)(7 If state income taxes or local occupational license taxes are included for a project that includes office space, the
authority shall consider the impact of pledging theses taxes on the ability to utilize other economic development projects at
a later date.

(9)f8- The pledge of state incremental tax revenues of the Commonwealth by the authority shall be implemented through
the execution of a tax incentive agreement between the Commonwealth and the agency, city, or county in accordance with
KRS 154.30—070.

(1O)(9-) Notwithstanding the minimum capital investment of two hundred million dollars ($200,000,000) required by
subsection (3)f2-)(b)l .b. of this section, the authority may, upon application of an agency that:

(a) \Vas approved to proceed with a project after January 1, 2008, but before January 1, 2013, that, at the time of approval
pledged to make the two hundred million dollars ($200,000,000) investment requirement; and

(b) Had a consultant report prepared pursuant to KRS 154.30—030(6);
approve a reduction in the required minimum capital investment to an amount not less than one hundred fifty million
dollars ($150,000,000), subject to a con-esponding adjustment of the maximum incremental revenue available for
recoveiy as appropriate, based upon the recommendation of the consultant who prepared the report pursuant to KRS
154.30-030(6).

(11,) Notwithstanding any statute to the contrary, if a project had a project grant agreement executed pursuant to KRS
154.30—070 prior to January 1, 2008, but the agreement was withdrawn voluntarily before the project was completed,
the project may be revised and resubmitted under subsection (3,)(a) of this section.

Section 16. KRS 91A.390 is amended to read as follows:

© 2C2f Tn:r Ree.rs. No c!a:m to cc1 U S Go,’eromen: Voo:s,



KY LEGIS 98 (2025), 2025 Kentucky Laws Ch. 98 (HB 775)

<<KY ST 91A.390>>

(1) (a) The commission shall annually submit to the local governing body or bodies which established it a request for funds
for the operation of the commission.

(b) The local governing body or bodies shall include the commission in the annual budget and shall provide funds for the
operation of the commission by imposing a transient room tax on the rent for every occupancy of a suite, room, rooms,
cabins, lodgings, campsites, or other accommodations charged by any hotel, motel, inn, tourist camp, tourist cabin,
campgrounds, recreational vehicle parks, or any other place in which accommodations are regularly furnished to transients
for consideration or by any person that facilitates the rental of the accommodations by brokering, coordinating, or in any
other way arranging for the rental of the accommodations as follows:

1. For a local governing body or bodies, other than an urban-county government, the tax rate shall not exceed three percent
(3%); and

2. For an urban-county government, the tax rate shall not exceed four percent (4%).

(c) In addition to the three percent (3%) levy authorized by paragraph (b) I. of this subsection, the local governing body other
than an urban-county government may impose a special transient room tax not to exceed one percent (1%) for the purposes
of:

1. Meeting the operating expenses of a convention center; and

2. In the case of a consolidated local government, financing the renovation or expansion of a convention center that is
government-owned and located in the central business district of the consolidated local government, except that if a
consolidated local government imposes the special transient room tax authorized under this paragraph on or after August 1,
2014, revenue derived from the levy shall not be used to meet the operating expenses of a convention center until any debt
issued for financing the renovation or expansion of a government-owned convention center located in the central business
district of the consolidated local government is retired.

(d) Transient room taxes shall not apply to rooms, lodgings, campsites, or accommodations supplied for a continuous period
of thirty (30) days or more to a person.

(e) The local governing body or bodies that have established a commission by joint or separate action shall enact an
ordinance for the enforcement of the tax measure enacted pursuant to this section and the collection of the proceeds of this
tax measure on a monthly basis.

(2) All moneys collected pursuant to this section and KRS 9 lA.400 shall be maintained in an account separate and unique
from all other funds and revenues collected, and shall be considered tax revenue for the purposes of KRS 68.100 and KRS
92.330.

(3) A portion of the money collected from the imposition of this tax, as determined by the tax levying body, upon the
advice and consent of the tourist and convention commission, may be used to finance the cost of acquisition, construction,
operation, and maintenance of facilities useful in the attraction and promotion of tourist and convention business, including
projects described in KRS 154.3 0—050(3)f2Xa). The balance of the money collected from the imposition of this tax shall
be used for the purposes set forth in KRS 9lA.350. Proceeds of the tax shall not be used as a subsidy in any form to any
hotel, motel, inn, motor court, tourist camp, tourist cabin, campgrounds, recreational vehicle parks, or any other person
furnishing accommodations, or restaurant, except as provided in KRS 154.30—050(3)(2Xa)3.c. Money not expended by the
commission during any fiscal year shall be used to make up a part of the commission’s budget for its next fiscal year.

(4) A county with a city of the first class may impose an additional tax, not to exceed one and one-half percent (1.5%) of
the rent. This additional tax, if approved by the local governing body, shall be collected and administered in the same
manner as the tax authorized by subsection (l)(b) of this section and shall be used for the purpose of funding additional
promotion of tourist and convention business.
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(5) An urban-county government may impose an additional tax, not to exceed one percent (1%) of the rents included in
this subsection. This additional tax shall be collected and administered in the same manner as the tax authorized by
subsection (l)(b) of this section with the exception that this additional tax shall be used for the purpose of funding the
purchase of development rights program provided for under KRS 67A.845.

(6) Local governing bodies which have fonned multicounty tourist and convention commissions as provided by KRS
91A.350(3) may impose an additional tax, not to exceed one percent (1%) of the rents. This additional tax, if approved by
each governing body, shall be collected and administered in the same manner as the tax authorized by subsection (1 )(b) of
this section. with the exception that this additional tax shall be used for the purpose of funding regional efforts relating to
the promotion of tourist and convention business and convention centers. In no event shall any revenues collected as
provided for under KRS 91A.350(3) be utilized for the construction, renovation, maintenance, or additions to any
convention center that is located outside the boundaries of the Commonwealth of Kentucky.

(7) The commission, with the approval of the tax levying body, may borrow money to pay its obligations that cannot be
paid at maturity out of current revenue from the transient room tax, but shall not borrow a sum greater than can be repaid
out of the revenue anticipated from the transient room tax during the year the money is borrowed. The commission may
pledge its securities for the repayment of any sum borrowed.

(8) The fiscal court or legislative body of a consolidated local government or city establishing a commission pursuant to
KRS 9lA.350(l) or (2) and, in its own name, a commission established pursuant to ofKRS 9lA.350(l) is authorized and
empowered to issue revenue bonds pursuant to KRS Chapter 58 for public projects. Bonds issued for the purposes of KRS
91A.345 to 91A.394. may be used to pay any cost for the acquisition of real estate, the construction of buildings and
appurtenances, the preparation of plans and specifications, and legal and other services incidental to the project or to the
issuance of the bonds. The payment of the bonds, with interest, may be secured by a pledge of and a first lien on all of the
receipts and revenue derived, or to be derived, from the rental or operation of the property involved. Bond and interest
obligations issued pursuant to this section shall not constitute an indebtedness of the county, consolidated local
government, or city. All bonds sold under the authority of this section shall be subject to competitive bidding as provided
by law, and shall bear interest at a rate not to exceed that established for bonds issued for public projects under KRS
Chapter 58.

(9) A commission established pursuant to KRS 91 A.350(3) is authorized and empowered to issue revenue bonds in its own
name, payable solely from its income and revenue, pursuant to KRS Chapter 58 for revenue bonds for public projects.
Bonds issued for the purposes of KRS 91A.345 to 91A.394, may be used to pay any cost for the acquisition of real estate,
the construction of buildings and appurtenances, the preparation of plans and specifications, and legal and other services
incidental to the project or to the issuance of the bonds. The payment of the bonds, with interest, may be secured by a
pledge of and a first lien on all of the receipts and revenue derived, or to be derived, from the rental or operation of the
property involved. Bond and interest obligations issued pursuant to this section shall not constitute an indebtedness of the
county. All bonds sold pursuant to this section shall be subject to competitive bidding as provided by law, and shall not
bear interest at rates exceeding those for bonds issued for public projects under KRS Chapter 58.

Section 17. KRS 154.30—010 is amended to read as follows:

<<KY ST 154.30—010>>

As used in this subchapter:

(1) “Activation date” means:
(a) For all projects except those described in paragraph (b) of this subsection, the date established any time within a two (2)
year period after the commencement date. The Commonwealth may extend the two (2) year period to no more than four (4)
years upon written application by the agency requesting the extension; and

(b) For signature projects approved under KRS 154.30—050(3)42-)(a), the date established any time within a ten (10) year
period after the commencement date.
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For all projects established after July 14, 2018, the activation date is the date on which the time period for the pledge
of incremental revenues shall commence. To implement the activation date, the minimum capital investment must be
met and the agency that is a party to the tax incentive agreement shall notif’ the office;

(2) “Agency” means:

(a) An urban renewal and community development agency established under KRS Chapter 99;

(b) A development authority established under KRS Chapter 99;

(c) A nonprofit corporation;

(d) A housing authority established under KRS Chapter 80;

(e) An air board established under KRS 183.132 to 183.160;

(f) A local industrial development authority established under KRS 154.50—301 to 154.50—346;

(g) A riverport authority established under KRS 65.5 10 to 65.650; or

(h) A designated department, division, or office of a city or county;

(3) (a) “Approved public infrastructure costs” means costs associated with the acquisition, installation, construction, or
reconstruction of public works, public improvements, and public buildings, including planning and design costs associated
with the development of thesueh public amenities.

(b) “Approved public infrastructure costs” includes but is not limited to costs incurred for the following:

1.a) Land preparation, including demolition and clearance work;

Buildings;

3.(-e Sewers and storm drainage;

4.d) Curbs, sidewalks, promenades, and pedways;

5.Ee) Roads;

6(f Street lighting;

7.(g The provision of utilities;

Environmental remediation;

9.fi Floodwalls and floodgates;

1O.}1 Public spaces or parks;

11.k) Parking;

12.f4J Easements and rights-of-way;

13.m4 Transportation facilities;

14.fn) Public landings;
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15.e-) Amenities, includingsuch a fountains, benches, and sculptures; and

16.fp- Riverbank modifications and improvements;

(4) “Approved signature project costs” means:
(a) The acquisition of land for portions of the project that are for infrastructure; and

(b) Costs associated with the acquisition, installation, development, construction, improvement, or reconstruction of
infrastructure, including planning and design costs associated with the development of infrastructure, including but not
limited to parking structures, including portions of parking structures that serve as platforms to support development above;

that have been determined by the commission to represent a unique challenge in the financing of a project such that
the project could not be developed without incentives intended by this chapter to foster economic development;

(5) “Authority” means the Kentucky Economic Development Finance Authority established by KRS 154.20—OlO;

(6) “Capital investment” means:

(a) Obligations incurred for labor and to contractors, subcontractors, builders, and materialmen in connection with the
acquisition, construction, installation, equipping, and rehabilitation of a project;

(b) The cost of acquiring land or rights in land within the development area on the footprint of the project, and any cost
incident thereto, including recording fees:

(c) The cost of contract bonds and of insurance of all kinds that may be required or necessary during the course of
acquisition, construction, installation, equipping, and rehabilitation of a project which is not paid by the contractor or
contractors or otherwise provided;

(d) All costs of architectural and engineering services, including test borings, surveys, estimates, plans. specifications,
preliminary investigations, supervision of construction, and the performance of all the duties required by or consequent upon
the acquisition, construction, installation, equipping, and rehabilitation of a project;

(e) All costs that are required to be paid under the terms of any contract for the acquisition, construction, installation,
equipping, and rehabilitation of a project; and

(f) All other costs of a nature comparable to those described in this subsection that occur after preliminary approval:

(7) “City’ means any city, consolidated local government, or urban-county government;

(8) “Commencement date” means the final approval date or the date on which a tax incentive agreement is executed

(9) “Commonwealth” means the Commonwealth of Kentucky;

(10) “County” means any county, consolidated local government, charter county, unified local government, or
urban-county government;

(11) “CPF’ means the nonseasonally adjusted Consumer Price Index for all urban consumers, all items, base year
computed for 1982 to 1984 equals one hundred (100), published by the United States Department of Labor, Bureau of
Labor Statistics;

(12) “Department” means the Department of Revenue;

(13) “Development area” means an area established under KRS 65.7049, 65.7051, and 65.7053;
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(14) “Economic development projects” means projects which are approved for tax credits under Subchapter 20, 22, 23, 24,
25, 26, 27, 28, 34, or 48 of KRS Chapter 154;

(15) “Financing costs” means principal, interest, costs of issuance, debt service reserve requirements, underwriting
discount, costs of credit enhancement or liquidity instruments, and other costs directly related to the issuance of bonds or
debt for approved public infrastructure costs or approved signature project costs for projects approved pursuant to KRS
154.30—050;

(16) “Footprint” means the actual perimeter of a discrete, identified project within a development area. The footprint shall
not include any portion of a development area outside the area for which actual capital investments are made and must be
contiguous;

(17) “Governing body” means the body possessing legislative authority in a city or county;

(18) “Increment bonds” means bonds and notes issued for the purpose of paying the costs of one (1) or more projects;

(19) “Incremental revenues” means:
(a) The amount ofrevenues received by a taxing district, as determined by subtracting old revenues from new revenues in a
calendar year with respect to a development area, or a project within a development area; or

(b) The amount of revenues received by the Commonwealth as determined by subtracting old revenues from new revenues in
a calendar year with respect to the footprint;

(20) “Local participation agreement” means the agreement entered into under KRS 65.7063;

(21) “Local tax revenues” has the same meaning as in KRS 65.7045;

-(22) “Modified new revenues for income tax” means the amount of individual income tax included in state tax revenues
that is:

(a) The result of multiplying the portion of state tax revenues from individual income taxes by the modifier;

(b) Used for calculating state tax revenues in calendar years 2023 to 2026; and

(c) For projects approved prior to January 1, 2023;

(23) “Modifier” means the result of dividing the individual income tax rate of five percent (5%), in effect as of December
31, 2022, by the individual income tax rate under KRS 141.020 for the calendar year in which the new revenues for
income tax are being computed;

(24) “New revenues” means:
(a) The amount of local tax revenues received by a taxing district with respect to a development area in any calendar year
beginning with the year in which the activation date occuffed; and

(b) The amount of state tax revenues received by the Commonwealth with respect to the footprint in any calendar year
beginning with the year in which the activation date occuncd.

For projects approved prior to January 1, 2023, any state tax revenues received by the Commonwealth from
individual income tax shall be computed using modified new revenues for income tax;

(25) “Old revenues” means:

(a) The amount of local tax revenues received by a taxing district with respect to a development area as of December 31 of
the year of preliminary approval; or

WES’ftAW © 2025 Thomson Reuters. No claim to original U.S. Government Works. 37



KY LEGIS 98 (2025), 2025 Kentucky Laws Ch. 98 (HB 775)

(b) 1. The amount of state tax revenues received by the Commonwealth within the footprint as of December 3 1 of the year
of preliminary approval. If the authority determines that the amount of state tax revenues received as of December 31 of
the last calendar year prior to the commencement of preliminary approval does not represent a true and accurate depiction
of revenues, the authority may consider revenues for a period of no longer than three (3) calendar years prior to the year of
preliminary approval, so as to determine a fair representation of state tax revenues. The amount determined by the
authority shall be specified in the tax incentive agreement. If state tax revenues were derived from the footprint prior to the
year of preliminary approval, old revenues shall increase each calendar year by:

a. The percentage increase, if any, of the CPI or a comparable index; or

b. An alternative percentage increase that is determined to be appropriate by the authority.

The method for increasing old revenues shall be set forth in the tax incentive agreement;

2. If state revenues were derived from the footprint prior to the year of preliminary approval, the calculation of
incremental revenues shall be based on the value of old revenues as increased using the method prescribed in
subparagraph I. of this paragraph to reflect the same calendar year as is used in the detennination of new revenues;

(26) “Outstanding” means increment bonds that have been issued, delivered, and paid for by the purchaser. except any
of the following:

(a) Increment bonds canceled upon surrender, exchange, or transfer, or upon payment or redemption:

(b) Increment bonds in replacement of which or in exchange for which other increment bonds have been issued: or

(c) Increment bonds for the payment, redemption, or purchase for cancellation prior to maturity, of which sufficient moneys
or investments, in accordance with the ordinance or other proceedings or any applicable law, by mandatory sinking fund
redemption requirements. or otherwise, have been deposited, and credited in a sinking fund or with a trustee or paying or
escrow agent, whether at or prior to their maturity or redemption, and, in the case of increment bonds to be redeemed prior to
their stated maturity, notice of redemption has been given or satisfactory arrangements have been made for giving notice of
that redemption, or waiver of that notice by or on behalf of the affected bond holders has been filed with the issuer or its
agent;

(27) “Preliminary approval” means the action taken by the authority preliminarily approving an eligible project for
incentives under this subchapter;

(28) “Project” means any property, asset, or improvement located in a development area and certified by the governing
body as:

(a) Being for a public purpose; and

(b) Being for the development of facilities for residential, commercial, industrial, public, recreational, or other uses, or for
open space, including the development, rehabilitation, renovation, installation, improvement, enlargement, or extension of
real estate and buildings; and

(c) Contributing to economic development or tourism; and

(d) Meeting the additional requirements established by KRS 154.30—040, 154.30—050, or 154.30—060;

(29) “Signature project” means a project approved under KRS 154.30—050;

(30) “State real property ad valorem tax” means real property ad valorem taxes levied under KRS 132.020(1)(a);

(3 1) “State tax revenues” means revenues received by the Commonwealth from one (I) or more of the following sources:
(a) State real property ad valorem taxes;
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(b) Individual income taxes levied under KRS 14 1.020, other than individual income taxes that have already been pledged to
support an economic development project within the development area;

(c) Corporation income taxes levied under KRS 14 1.040, other than corporation income taxes that have already been pledged
to support an economic development project within the development area;

(d) Limited liability entity taxes levied under KRS 141.0401, other than limited liability entity taxes that have already been
pledged to support an economic development project within the development area; and

(e) Sales taxes levied under KRS 139.200, excluding sales taxes already pledged for:

1. Approved tourism attraction projects, as defined in KRS 148.85 1, within the development area; and

2. Projects which are approved for sales tax refunds under Subchapter 20 of KRS Chapter 154 within the development
area;

(32) “Tax incentive agreement” means an agreement entered into in accordance with KRS 1 54.3 0—070; and

(33) “Termination date” means:
(a) For a tax incentive agreement satisfying the requirements of KRS 154.30—040 or 154.30—060, a date established by the
tax incentive agreement that is no more than twenty (20) years from the activation date. However, the termination date for a
tax incentive agreement shall in no event be more than forty (40) years from the establishment date of the development area
to which the tax incentive agreement relates; and

(b) For a project grant agreement satisfying the requirements of KRS 154.30—050, a date established by the tax incentive
agreement that is no more than thirty (30) years from the activation date. However, the termination date for a tax incentive
agreement shall in no event be more than forty (40) years from the establishment date of the development area to which the
tax incentive-agreement relates.

Section 18. KRS 154.30—030 is amended to read as follows:

<<KY ST 154.30—030>>

(1) The Commonwealth shall offer three (3) tax increment financing participation programs. The first program, the criteria
and details of which are set forth in KRS 154.30—040, relates to a pledge of state real property ad valorem taxes only. The
second program, the criteria and details of which are set forth in KRS 154.30—050, is the Signature Projects Program. The
third program, the criteria and details of which are set forth in KRS 154.30—060, relates to the pledge of state tax revenues
to support mixed-use development in blighted urban areas.

(2) (a) A city or county that has established a development area pursuant to KRS 65.7049, 65.705 1, and 65.7053, or an
agency designated as the entity managing a development area established pursuant to KRS 65.7049, 65.7051, and 65.7053,
may submit an application to the authority requesting that the Commonwealth participate in a project.

1. The application shall identify the specific program under which state participation is being requested and shall include
the following attachments, in addition to any requirements developed by the authority pursuant to paragraph (b) of this
subsection:

a. A copy of the ordinance adopted by the city or county establishing the development area;

b. A copy of the local participation agreement; and
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c. Data and information supporting the determinations and findings required by KRS 65.7049.

2. The staff of the authority shall review the application to determine if the applicant has met all of the statutory and
regulatory requirements established by this subchapter and shall notify the applicant in writing of its determination. This
review shall be preliminary in nature and shall not constitute approval of the request. All applications for participation by
the Commonwealth shall be reviewed by the authority for approval.

3. a. Applications meeting all statutory and regulatory requirements requesting participation by the Commonwealth
pursuant to KRS 154.30—040, along with any supporting materials, shall be referred by the staff of the authority to the
authority for consideration.

b. i. Applicants meeting all statutory and regulatory requirements requesting participation by the Commonwealth
pursuant to KRS 154.30—050(3)f2.){b) or 154.30—060 shall be required to submit a report prepared by an independent
consultant or financial adviser as described in subsection (6) of this section for the application to be complete. The staff
of the authority shall notify thee4 applicants of the report requirements and shall provide information regarding the
contents and requirements for the report at the same time it notifies the applicant of the results of its preliminary review.

ii. Upon receipt and review of the report, the staff of the authority shall refer the application and supporting
information to the authority for consideration.

(b) Additional standards and requirements for the application process shall be established by the authority through the
promulgation of administrative regulations in accordance with KRS Chapter 13A.

(3) (a) The authority may request any materials and make any inquiries concerning an application that the authority deems
necessary.

(b) The authority shall, through the promulgation of administrative regulations in accordance with KRS Chapter 1 3A.
establish commercially reasonable limitations on the financing costs that may be recovered under the provisions of KRS
154.30—050.

(4) Upon review of an application and other information available, the authority may pledge all or a portion of the state
real property ad valorem tax incremental revenue of the Commonwealth or state tax revenues attributable to the footprint
of the project, as limited by KRS 154.30—040, 154.30—050, or 154.30—060, whichever is applicable.

(a) If incremental revenues are pledged from less than one hundred percent (100%) of the footprint of the project, a
description of the included portion of the development area shall be provided.

(b) State tax revenues from the development area that have not been pledged to projects within the development area may be
used to support other economic development projects or tourism projects approved under KRS 139.536 and 148.85 1 to
148.860, provided that state tax revenues shall not be pledged more than once during the existence of the development area.
Thus, state tax revenues pledged to support increment bonds issued for the development area, or a project in the development
area shall not be pledged to support any other development area, project, program, development, or undertaking during the
life of the development area. If less than one hundred percent (100%) of incremental revenues are pledged pursuant to the
provisions of this subchapter, the remaining incremental revenues shall not be used to support other economic development
projects or tourism projects approved under KRS 139.536 and 148.85 1 to 148.860.

(5) The pledge of incremental state real property ad valorem tax revenues or state tax revenues of the Commonwealth by
the authority shall be implemented through the execution of a tax incentive agreement between the Commonwealth and the
agency, city, or county, as the case may be, in accordance with KRS 154.30—070.

(6) (a) The authority shall engage the services of a qualified independent outside consultant or financial adviser to analyze
the data related to the project and the development area and prepare the report required by subsection (2) of this section.
The report shall include the following:

I. The estimated approved public infrastructure costs for the project and, if relevant, approved signature project costs,
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financing costs, and costs associated with land preparation, demolition, and clearance;

2. The feasibility of the project, taking into account the- scope and location of the project;

3. The estimated amount of local tax revenues and state tax revenues, as applicable, that would be generated by the project
over the period, which may be up to twenty (20) years or thirty (30) years, as applicable, from the activation date;

4. The estimated amount of local tax revenues and state tax revenues, as applicable, that would be displaced within the
Commonwealth, for the purpose of quantifying economic activity which is being shifted over the same period as that set
forth in subparagraph 3. of this paragraph. The projections for displaced activity shall include economic activity that is lost
to the Commonwealth as a result of the project, as well as economic activity that is diverted to the project that formerly
took place at existing establishments within the Commonwealth prior to the commencement date of the project;

5. The estimated amount of local and state old revenues that would have been generated in the footprint of the project in
the absence of the project, computed over the same time period as set forth in subparagraph 3. of this paragraph;

6. In the process of estimating the revenues and impacts prescribed in subparagraphs 3. and 4. of this paragraph, the
independent outside consultant shall not consider any of the following:

a. Revenues or economic impacts associated with any projects within the development area where the new project will
be located; and

b. Revenues or economic impacts associated with economic development projects and approved Kentucky Tourism
Development Act projects under KRS Chapter 148;

7. The relationship of the estimated incremental revenues to the financing needs, including any increment bonds, of the
project;

8. When estimating the fiscal impact of the project, the consultant shall evaluate the amount of revenue estimated-in
subparagraph 3. of this paragraph and shall deduct the amounts estimated in subparagraphs 4. and 5. of this paragraph. The
resulting difference shall be compared to the estimated incremental revenues to determine the presence or absence of a
positive fiscal impact; and

9. A determination that the project will not occur if not for the designation of the development area, the granting of
incremental revenues by the taxing district or districts, other than the Commonwealth, and the granting of the state tax
incremental revenues.

(b) 1. The independent consultant or financial advisor shall consult with the Office of State Budget Director, and the
Finance and Administration Cabinet in the development of the report.

2. The Office of State Budget Director and the staff of the authority, in collaboration with the independent consultant or
financial advisor, shall agree on a methodology to be used and assumptions to be made by the independent consultant or
financial consultant in preparing its report.

3. On the basis of the independent consultant’s report and the other materials provided, prior to any approval of a project
by the authority, the Office of State Budget Director and the Finance and Administration Cabinet shall certify to the
authority whether there is a projected net positive economic impact to the Commonwealth and the expected amount of
state tax incremental revenues from the project.

4. The city, county, or agency making the application shall pay all costs associated with the independent consultant’s or
financial advisor’s report.

Section 19. KRS 241.0 10 is amended to read as follows:
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<<KY ST 241.010>>

As used in KRS Chapters 241 to 244, unless the context requires otherwise:

(1) “Alcohol” means ethyl alcohol, hydrated oxide of ethyl or spirit of wine, from whatever source or by whatever process
it is produced;

(2) “Alcoholic beverage” means every liquid, solid, powder, or crystal, whether patented or not, containing alcohol in an
amount in excess of more than one percent (1%) of alcohol by volume, which is fit for beverage purposes. It includes
every spurious or imitation liquor sold as, or under any name commonly used for, alcoholic beverages, whether containing
any alcohol or not. It does not include the following products:

(a) Medicinal preparations manufactured in accordance with formulas prescribed by the United States Pharmacopoeia.
National Formulary, or the American Institute of Homeopathy;

(b) Patented, patent, and proprietary medicines;

(c) Toilet, medicinal, and antiseptic preparations and solutions;

(d) Flavoring extracts and syrups;

(e) Denatured alcohol or denatured rum;

(f) Vinegar and preserved sweet cider;

(g) Wine for sacramental purposes; and

(h) Alcohol unfit for beverage purposes that is to be sold for legitimate external use;

(3) (a) “Alcohol vaporizing device” or “AWOL device’ means any device, machine, or process that mixes liquor, spirits,
or any other alcohol product with pure oxygen or by any other means produces a vaporized alcoholic product used for
human consumption;

(b) “Alcohol vaporizing device” or “AWOL device” does not include an inhaler, nebulizer, atomizer, or other device that is
designed and intended by the manufacturer to dispense a prescribed or over-the-counter medication or a device installed and
used by a licensee under this chapter to demonstrate the aroma of an alcoholic beverage:

(4) “Automobile race track” means a facility primarily used for vehicle racing that has a seating capacity of at least thirty
thousand (30,000) people;

(5) “Barrel-aged and batched cocktail” means an alcoholic beverage that is:
(a) Composed of:

1. Distilled spirits that have been dispensed from their original sealed container; and

2. Other ingredients or alcoholic beverages;

(b) Placed into a barrel or container on the premises of a retail licensee; and

(c) Dispensed from the barrel or container as a retail sale by the drink;

(6) “Bed and breakfast” means a one (1) family dwelling unit that:
(a) Has guest rooms or suites used, rented, or hired out for occupancy or that are occupied for sleeping purposes by persons
not members of the single-family unit;
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(b) Holds a permit under KRS Chapter 219; and

(c) Has an innkeeper who resides on the premises or property adjacent to the premises during periods of occupancy;

(7) “Board” means the State Alcoholic Beverage Control Board created by KRS 241.030;

(8) “Bottle” means any container which is used for holding alcoholic beverages for the use and sale of alcoholic beverages
at retail;

(9) “Brewer” means any person who manufactures malt beverages or owns, occupies, carries on, works, or conducts any
brewery, either alone or through an agent;

(10) “Brewery” means any place or premises where malt beverages are manufactured for sale, and includes all offices,
granaries, mash rooms, cooling rooms, vaults, yards, and storerooms connected with the premises; or where any part of the
process of the manufacture of malt beverages is carried on; or where any apparatus connected with manufacture is kept or
used; or where any of the products of brewing or fermentation are stored or kept;

(11) “Building containing licensed premises” means the licensed premises themselves and includes the land, tract of land,
or parking lot in which the premises are contained, and any part of any building connected by direct access or by an
entrance which is under the ownership or control of the licensee by lease holdings or ownership;

(12) “(‘annabinoid” means a compoundfound in the hemp plant cannabis sativa L. from a United States Department
of Agriculture sanctioned domestic hemp production program and does not include cannabinoids derived from any
other substance;

(13) “Cannabis-infused beverage”:
(a) Means a properly permitted adult-use cannabinoid liquid product intended for human consumption that has
intoxicating properties that change thefunction of the nervous system and results in alterations ofperception, cognithrn,
or behavior and shall not contain more than five (5,) milligrams of intoxicating adult-use cannabinoids per twelve (12)
ounce serving; and

(b) Shall not include:

1. Medicinal cannabis regulated under KRS Chapter 218B;

2. Any type ofhemp tincture; and

3. Any product containing solely nonintoxicating cannabinoids;

(14)E1-2 “Caterer” means a person operating a food service business that prepares food in a licensed and inspected
commissary, transports the food and alcoholic beverages to the caterer’s designated and inspected banquet hall or to an
agreed location, and serves the food and alcoholic beverages pursuant to an agreement with another person;

(15)(-1-3-) “Charitable organization” means a nonprofit entity recognized as exempt from federal taxation under section
501(c) of the Internal Revenue Code (26 U.S.C. sec. 501(c)) or any organization having been established and continuously
operating within the Commonwealth of Kentucky for charitable purposes for three (3) years and which expends at least
sixty percent (60%) of its gross revenue exclusively for religious, educational, literary, civic, fraternal, or patriotic
purposes;

(16)(4.43 “Cider” means any fermented fruit-based beverage containing seven percent (7%) or more alcohol by volume and
includes hard cider and perry cider;

(17,)E4.) “City administrator” means city alcoholic beverage control administrator;
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‘18(-1-4) “Commercial airport” means an airport through which more than five hundred thousand (500,000) passengers
arrive or depart annually;

(19€-I--) (a) “Commercial quadricycle” means a vehicle equipped with a minimum of ten (10) pairs of fully operative
pedals for propulsion by means of human muscular power and which:

1. Has four (4) wheels;

2. Is operated in a manner similar to that of a bicycle;

3. Is equipped with a minimum of thirteen (13) seats for passengers;

4. Has a unibody design;

5. Is equipped with a minimum of four (4) hydraulically operated brakes;

6. Is used for commercial tour purposes;

7. Is operated by the vehicle owner or an employee of the owner; and

8. Has an electrical assist system that shall only be used when traveling to or from its storage location while not carrying
passengers.

(b) A “commercial quadricycle” is not a motor vehicle as defined in KRS 186.010 or 189.010;

(2O,)-l-8- “Commissioner” means the commissioner of the Department of Alcoholic Beverage Control;

(21,)fl-9-) “Consumer” means a person, persons, or business organization who purchases alcoholic beverages and who:
(a) Does not hold a iicense or permit issued by the department;

(b) Purchases the alcoholic beverages for personal consumption only and not for resale;

(c) Is of lawful drinking age; and

(d) Receives the alcoholic beverages in territory where the alcoholic beverages may be lawfully sold or received;

(22)f-O “Convention center” means any facility which, in its usual and customary business, provides seating for a
minimum of one thousand (1,000) people and offers convention facilities and related services for seminars, training and
educational purposes, trade association meetings, conventions, or civic and community events or for plays, theatrical
productions, or cultural exhibitions;

(23)(2-l-) “Convicted” and “conviction” means a finding of guilt resulting from a plea of guilty, the decision of a court, or
the finding ofajury, irrespective of a pronouncement ofjudgment or the suspension of the judgment;

(‘24)(2 “County administrator” means county alcoholic beverage control administrator;

(25,)(4 “Department” means the Department of Alcoholic Beverage Control;

(26)f2’44 “Dining car” means a railroad passenger car that serves meals to consumers on any railroad or Pullman car
company;

‘27,(4 “Discount in the usual course of business” means price reductions, rebates, refunds, and discounts given by
wholesalers to distilled spirits and wine retailers pursuant to an agreement made at the time of the sale of the merchandise
involved and are considered a part of the sales transaction, constituting reductions in price pursuant to the terms of the sale,
irrespective of whether the quantity discount was:
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(a) Prorated and allowed on each delivery;

(b) Given in a lump sum after the entire quantity of merchandise purchased had been delivered; or

(c) Based on dollar volume or on the quantity of merchandise purchased;

(28)(2é “Distilled spirits” or “spirits” means any product capable of being consumed by a human being which contains
alcohol obtained by distilling, mixed with water or other substances in solution, except wine, hard cider, and malt
beverages;

(29)2-7 “Distiller” means any person who is engaged in the business of manufacturing distilled spirits at any distillery in
the state and is registered in the Office of the Collector of Internal Revenue for the United States at Louisville, Kentucky;

(3O)28 “Distillery” means any place or premises where distilled spirits are manufactured for sale, and which are
registered in the office of any collector of internal revenue for the United States. It includes any United States government
bonded warehouse;

(31)29 “Distributor” means any person who distributes malt beverages for the purpose of being sold at retail;

(32)(3O) “Dry” means a territory in which a majority of the electorate voted to prohibit all forms of retail alcoholic
beveragealcohol sales through a local option election held under KRS Chapter 242;

(33)3-l- “Election” means:
(a) An election held for the purpose of taking the sense of the people as to the application or discontinuance of alcoholic
beverage sales under KRS Chapter 242; or

(b) Any other election not pertaining to alcoholic beveragesalcohol;

(34)9-2) “Horse racetrack” means a facility licensed to conduct a horse race meeting under KRS Chapter 230;

(35)433-) “Hotel” means a hotel, motel, or inn for accommodation of the traveling public, designed primarily to serve
transient patrons;

(36)43-4) “Investigator” means any employee or agent of the department who is regularly employed and whose primary
function is to travel from place to place for the purpose of visiting licensees, and any employee or agent of the department
who is assigned, temporarily or permanently, by the commissioner to duty outside the main office of the department at
Frankfort, in connection with the administration of alcoholic beverage statutes;

(37)9-&) “License” means any license issued pursuant to KRS Chapters 241 to 244;

(38)43-6) “Licensee” means any person to whom a license has been issued, pursuant to KRS Chapters 241 to 244;

(39)43-7) “Limited restaurant” means:
(a) A facility where the usual and customary business is the preparation and serving of meals to consumers, which has a bona
fide kitchen facility, which receives at least seventy percent (70%) of its food and alcoholic beverage receipts from the sale of
food, which maintains a minimum seating capacity of fifty (50) persons for dining, which has no open bar, which requires
that alcoholic beverages be sold in conjunction with the sale of a meal, and which is located in a wet or moist territory under
KRS 242.1244; or

(b) A facility where the usual and customary business is the preparation and serving of meals to consumers, which has a bona
fide kitchen facility, which receives at least seventy percent (70%) of its food and alcoholic beverage receipts from the sale of
food, which maintains a minimum seating capacity of one hundred (100) persons of dining, and which is located in a wet or
moist territory under KRS 242.1244;
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(‘4O,K4-) “Local administrator” means a city alcoholic beverage control administrator, county alcoholic beverage control
administrator, or urban-county alcoholic beverage control administrator;

(‘41)f-9- “Malt beverage” means any fermented undistilled alcoholic beverage of any name or description, manufactured
from malt wholly or in part, or from any substitute for malt, and includes weak cider;

(‘42,lf4 “Manufacture” means distill, rectify. brew, bottle, and operate a winery;

‘43,)(4-l- “Manufacturer” means a winery, distiller, rectifier, or brewer, and any other person engaged in the production or
bottling of alcoholic beverages;

(44)E-14) “Marina” means a dock or basin providing moorings for boats and offering supply, repair, or other services for
remuneration;

(‘45,)(43-1 “Minor” means any person who is not twenty-one (21) years of age or older;

(46,€44) “Moist” means a tenitory in which a majority of the electorate voted to permit limited alcoholic hei’eragealcohol
sales by any one (1) or a combination of special limited local option elections authorized by KRS Chapter 242;

(47,)f4-5-) “Population” means the population figures established by the federal decennial census for a census year or the
current yearly population estimates prepared by the Kentucky State Data Center, Urban Studies Center of the University of
Louisville, Louisville, Kentucky, for all other years;

(48,)f44 “Premises” means the land and building in and upon which any business regulated by alcoholic beverage statutes
is operated or carried on. “Premises” shall not include as a single unit two (2) or more separate businesses of one (I) owner
on the same lot or tract of land, in the same or in different buildings if physical and permanent separation of the premises is
maintained, excluding employee access by keyed entry and emergency exits equipped with crash bars, and each has a
separate public entrance accessible directly from the sidewalk or parking lot. Any licensee holding an alcoholic beverage
license on July 15, 1998, shall not, by reason of this subsection, he ineligible to continue to hold his or her license or obtain
a renewal, of the license;

(49)(47-) “Primary source of supply” or “supplier” means the distiller, winery, brewer, producer, owner of the commodity
at the time it becomes a marketable product, bottler, or authorized agent of the brand owner. In the case of imported
products, the primary source of supply means either the foreign producer, owner, bottler, or agent of the prime importer
from, or the exclusive agent in, the United States of the foreign distiller, producer, bottler, or owner:

(5O)(-48-) “Private club” means a nonprofit social, fraternal, military, or political organization, club, or nonprofit or
for-profit entity maintaining or operating a club room, club rooms, or premises from which the general public is excluded;

(51,)f49-) “Private selection event” means a private event with a licensed distiller during which participating consumers,
retail licensees, wholesalers, distributors, or a distillery’s own representatives select a single barrel or a blend of barrels of
the distiller’s products to be specially packaged for the participants;

(S2)f4I “Private selection package” means a bottle of distilled spirits sourced from the barrel or barrels selected by
participating consumers, retail licensees, wholesalers, distributors, microbreweries that hold a quota retail drink or quota
retail package license, or a distillery’s own representatives during a private selection event;

(53)(41- “Public nuisance” means a condition that endangers safety or health, is offensive to the senses, or obstructs the
free use of property so as to interfere with the comfortable enjoyment of life or property by a community or neighborhood
or by any considerable number of persons;

(54)(4.2.) “Qualified historic site” means:
(a) A contributing property with dining facilities for at least fifty (50) persons at tables, booths, or bars where food may be
served within a commercial district listed in the National Register of Historic Places;

(b) A site that is listed as a National Historic Landmark or in the National Register of Historic Places with dining facilities for
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at least fifty (50) persons at tables, booths, or bars where food may be served;

(c) A distillery which is listed as a National Historic Landmark and which conducts souvenir retail package sales under KRS
243.0305; or

(d) A not-for-profit or nonprofit facility listed on the National Register of Historic Places;

(55)(43 “Rectifier” means any person who rectifies, purifies, or refines distilled spirits, malt, or wine by any process other
than as provided for on distillery premises, and every person who, without rectifying, purifying, or refining distilled spirits
by mixing alcoholic beverages with any materials, manufactures any imitations of or compounds liquors for sale under the
name of whiskey, brandy, gin, rum, wine, spirits, cordials, bitters, or any other name;

(56,)(&4-} “Repackaging” means the placing of alcoholic beverages in any retail container irrespective of the material from
which the container is made;

(57)&& “Restaurant” means a facility where the usual and customary business is the preparation and serving of meals to
consumers, that has a bona fide kitchen facility, and that receives at least fifty percent (50%) of its food and alcoholic
beverage receipts from the sale of food at the premises;

(58)&6) “Retail container” means any bottle, can, barrel, or other container which, without a separable intermediate
container, holds alcoholic beverages and is suitable and destined for sale to a retail outlet, whether it is suitable for delivery
or shipment to the consumer or not;

(59)(5-7-) “Retail sale” means any sale of alcoholic beverages to a consumer, including those transactions taking place in
person, electronically, online, by mail, or by telephone;

(6U)f5-8) “Retailer” means any licensee who sells and delivers any alcoholic beverage to consumers, except for
manufacturers with limited retail sale privileges and direct shipper licensees;

(61)(.9 “Riverboat” means any boat or vessel with a regular place of mooring in this state that is licensed by the United
States Coast Guard to carry forty (40) or more passengers for hire on navigable waters in or adjacent to this state;

(62)60 “Sale” means any transfer, exchange, or barter for consideration, and includes all sales made by any person,
whether principal, proprietor, agent, servant, or employee, of any alcoholic beverage;

(63)(64- “Service bar” means a bar, counter, shelving, or similar structure used for storing or stocking supplies of alcoholic
beverages that is a workstation where employees prepare alcoholic beverage drinks to be delivered to customers away from
the service bar;

(64)62 “Sell” includes solicit or receive an order for, keep or expose for sale, keep with intent to sell, and the delivery of
any alcoholic beverage;

(65)63 “Small farm winery” means a winery whose wine production is not less than two hundred fifty (250) gallons and
not greater than five hundred thousand (500,000) gallons in a calendar year;

(66)(64 “Souvenir package” means a special package of distilled spirits available from a licensed retailer that is:
(a) Available for retail sale at a licensed Kentucky distillery where the distilled spirits were produced or bottled; or

(b) Available for retail sale at a licensed Kentucky distillery but produced or bottled at another of that distiller’s licensed
distilleries in Kentucky;

(67)6 “State administrator” or “administrator” means the distilled spirits administrator or the malt beverages
administrator, or both, as the context requires;
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(6866-) “State park” means a state park that has a:
(a) Nine (9) or eighteen (18) hole golf course; or

(b) Full-service lodge and dining room;

(69,If6-7 “Supplemental bar” means a bar, counter, shelving, or similar structure used for serving and selling distilled
spirits or wine by the drink for consumption on the licensed premises to guests and patrons from additional locations other
than the main bar;

(7O) “Territory” means a county, city, district, or precinct;

(71)-6-9-) “Urban-county administrator” means an urban-county alcoholic beverage control administrator;

(72,)(-) “Valid identification document” means an unexpired, government-issued form of identification that contains the
photograph and date of birth of the individual to whom it is issued:

(73,)(-7-l- “Vehicle” means any device or animal used to carry, convey, transport, or otherwise move alcoholic beverages or
any products. equipment, or appurtenances used to manufacture, bottle, or sell these beverages;

(74)E-7) “Vintage distilled spirit” means:
(a) A private selection package; or

(b) A package or packages of distilled spirits that:

1. Are in their original manufacturer’s unopened container;

2. Are not owned by a distillery; and

3. Are not otherwise available for purchase from a licensed wholesaler within the Commonwealth;

(75)f73-) (a) “Vintage distilled spirits seller” means a nonlicensed person at least twenty-one (21) years of age who is:

I. An administrator, executor, receiver, or other fiduciary ‘ho receives and sells vintage distilled spirits in execution of the
person’s fiduciary capacity;

2. A creditor who receives or takes possession of vintage distilled spirits as security for, or in payment of, debt, in whole or
in part;

3. A public officer or court official who levies on vintage distilled spirits under order or process of any court or magistrate
to sell the vintage distilled spirits in satisfaction of the order or process; or

4. Any other person not engaged in the business of selling alcoholic beverages.

(b) “Vintage distilled spirits seller” does not mean:

l.A person selling alcoholic beverages as part of an approved KRS 243.630 transfer; or

2. A person selling alcoholic beverages as authorized by KRS 243.540;

(76)f74) “Warehouse” means any place in which alcoholic beverages are housed or stored;

(77)E-7&I “Weak cider” means any fermented fruit-based beverage containing more than one percent (1%) but less than
seven percent (7%) alcohol by volume;
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(78)7-6 “Wet” means a territory in which a majority of the electorate voted to permit all forms of retail alcoholic
beveragealcohol sales by a local option election under KRS 242.050 or 242.125 on the following question: “Are you in
favor of the sale of alcoholic beverages in (name of territory)?”;

(79)(77 “Wholesale sale” means a sale to an-y person for the purpose of resale;

(8O){-7.8 “Wholesaler” means any person who distributes alcoholic beverages for the purpose of being sold at retail, but it
shall not include a subsidiary of a manufacturer or cooperative of a retail outlet;

(8l,)f7-9 “Wine” means the product of the normal alcoholic feniientation of the juices of fruits, with the usual processes of
manufacture and normal additions, and includes champagne and sparkling and fortified wine of an alcoholic content not to
exceed twenty-four percent (24%) by volume. It includes sake, cider, hard cider, and perry cider and also includes
preparations or mixtures vended in retail containers if these preparations or mixtures contain not more than fifteen percent
(15%) of alcohol by volume. It does not include weak cider; and

(82)(8 “Winery” means any place or premises in which wine is manufactured from any fruit, or brandies are distilled as a
by-product of wine or other fruit, or cordials are compounded, except a place or premises that manufactures wine for
sacramental purposes exclusively.

Section 20. KRS 243.720 is amended to read as follows:

<<KY ST 243.720>>

(1) (a) There is levied upon the use, sale, or distribution by sale or gift of distilled spirits a tax of one dollar and ninety-two
cents ($1.92) on each wine gallon of distilled spirits, and a proportional rate per gallon on all distilled spirits used, sold, or
distributed in any container of more or less than one (1) gallon, but the rate -of the excise tax on spirits in retail containers
of one-half (1/2) pint shall be twelve cents ($0.12); and

(b) Notwithstanding the provisions of paragraph (a) of this subsection, distilled spirits placed in containers for sale at retail,
where the distilled spirits represent six percent (6%) or less of the total volume of the contents of thesueh containers, shall be
taxed at the rate of twenty-five cents ($0.25) per gallon.

(2) There is levied upon the use, sale, or distribution by sale or gift of wine, a tax of fifty cents ($0.50) on each gallon of
wine, and a proportional rate per galLon on the wine used, sold, or distributed in any container of more or less than one (1)
gallon, but the tax shall not be less than four cents ($0.04) on the sale or distribution of any retail container of wine.

(3) (a) There is levied upon the sale or distribution by sale or gift of malt beverages an excise tax of two dollars and fifty
cents ($2.50) on each barrel of thirty-one (31) gallons and a proportional rate per gallon on malt beverages sold or
distributed in any container of more or less than thirty-one (31) gallons;

(b) Each brewer producing malt beverages in this state shall be entitled to a credit of fifty percent (5 0%) of the tax levied on
each barrel of malt beverages sold in this state, up to three hundred thousand (300,000) barrels per annum.

(4) There is levied upon the use, sale, or distribution by sale or gift ofcannabis-infused beverages a tax of one dollar
and ninety-two cents ($1.92) on each gallon of a cannabis-infused beverage, and a proportional rate per gallon on all
cannabis-infused beverages used, sold, or distributed in any container ofmore or -less than one (1) gallon.

(5) This section shall not apply to:
(a) Wine manufactured, sold, given away, or distributed and used solely for sacramental purposes; or

(b) Distilled spirits and wine purchased by holders of special licenses provided for in KRS 243 .320 and purchased and used
in the manner authorized by those licenses.
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Section 21. KRS 243.730 is amended to read as follows:

<<KY ST 243.730>>

(1) (a) Wholesalers of distilled spirits and wine shall pay and report the tax levied by KRS 243.720(1) and (2) on or before
the twentieth day of the calendar month next succeeding the month in which possession or title of the distilled spirits and
wine is transferred from the wholesaler to retailers or consumers in this state, in accordance with adrninis(rative’,’ules—aii4
regulations promulgated under KRS chapter 13Aef-4he--Depwreet--ef—Re’’enue designed reasonably to protect the
revenues of the Commonwealth.

(b) 1. Distributors or retailers of malt beverages, who purchase malt beverages directly from a brewer, shall pay and report
the tax levied by KRS 243.720(3) on or before the twentieth day of the calendar month next succeeding the month in
which the brewer sells, transfers, or passes title of the malt beverage to the distributor or retailer, in accordance with
administrativer-ules---apd regulations promulgated under KRS Chapter l3Aof-4he—Depai4 e—ec--Retenue designed
reasonably to protect the revenues of the Commonwealth.

2. The credit allowed brewers in this state, under the provisions of KRS 243.720(3)(b), shall flow through to the
distributor or retailer who purchases malt beverages directly from the brewer.

3. If a brewer sells, transfers, or passes title to malt beverages to any of its employees for home consumption or to any
charitable or fraternal organization pursuant to the provisions of KRS 243150, the brewer shall be responsible for
paying and reporting the tax levied by KRS 243.720(3) in accordance with the provisions of paragraph (d,) of this
subsection—fe ef-thi-s--&ee+.

(c) cannabis-infused beverage distributors shall pay and report the tax levied by subsection ‘4) ofSection 20 of this Act on
or before the twentieth day of the calendar month iiext succeeding the month in which possession or title of the
cannabis-infused beverages are transferred from the cannabis-infused beverage distributor to retailers or consumers in
this state, in accordance with administrative regulations promulgated under KRS Chapter 13A designed reasonably to
protect the revenues of the Commonwealth.

(d) 1. Every brewer selling, transferring, or passing title to malt beverages to any person in this state other than a
distributor or retailer;

2. Evemj’ manufacturer of cannabis-infused beverages permitted by the Department for Public Health selling,
transferring, or passing title to caiinabis-infused beverages to any person iii this state other thami a distributor or
retailer; and

3. Every other person selling, transferring, or passing title of distilled spirits, wine, of—malt beverages, or
cannabis-infused beverages to distributors, retailers, cannabis-infused beverage licensees, or consumers:

shall report and pay the tax levied by KRS 243.720(1), (2), or (3) on or before the twentieth day of the
calendar month next succeeding the month in which possession or title of distilled spirits, wine, e*—malt
beverages, or cannabis-infused beverages is transferred to a distributor, retailer, cannabis-infused beverage
licensee, or consumer in this state, in accordance with adndnistrativerules and regulations pronwigated tinder
KRS Chapter l3Aof the Department of Revenue designed reasonably to protect the revenues of the
Commonwealth.

(e,)f4) Every distributor, retailer, or consumer possessing, using, selling, or distributing distilled spirits, wine,—o+ malt
beverages, or cannabis-infused beverages in this state upon which the tax levied by KRS 243.720(1), (2). or (3) and KRS
243.884 has not been paid shall be jointly and severally liable for reporting and paying the tax due, in accordance with
administratii’erules and regulations promulgated under KRS Chapter l3Aof the Department of Revenue designed

/FLI; © Tc.s- R’:r. No oco U.S. Woka.



KY LEGIS 98 (2025), 2025 Kentucky Laws Ch.98 (HB 775)

reasonably to protect the revenues of the Commonwealth. The&aeh liability shall not be extinguished until the tax has been
paid to the Department of Revenue.

fj(e) Notwithstanding the provisions of paragraph (a) of this subsection, every owner of a small farm winery shall pay and
report the tax levied by KRS 243.720 (1) and (2) on a quarterly basis, in accordance with administrative regulations of the
Department of Revenue designed reasonably to protect the revenues of the Commonwealth.

(2) Every wholesaler of distilled spirits or wine before using, selling, or distributing by sale or gift distilled spirits and wine
shall registerqualif’ with the Department of Revenue.

(3) Every brewer before selling or distributing by sale or gift malt beverages, or before importing malt beverages into the
state, shall registerqualif’ with the Department of Revenue in asue1’ maimer as the Department of Revenue may require.

(4W) Every manufacturer of cannabis-infused beverages before selling or distributing by sale or gjfl cannabis-infused
beverages, or before importing cannabis-infused beverages into the state, shall:

(a) Obtain a permit as afood manufacturer through the Departmentfor Public Health; and

(b) Register with the Department ofRevenue iii a manner as the Department ofRevenue may require.

Section 22. KRS 243.790 is amended to read as follows:

<<KY ST 243.790>>

The sale or distribution of alcoholic beverages or cannabis-infused beverages manufactared in or imported into this state for
shipment permanently out of the state to be sold without the state and consumed without the state shall not be subject to the
tax imposed by KRS 243.720. Provided, however, the Department of Revenue may, when necessary for the purpose of
control enforcement or protection of revenue, prescribe the conditions under which containers of thesueh alcoholic beverages
or cannabis-infused beverages for shipment permanently out of the state to be sold without the state and consumed without
the state may be kept and trafficked in without payment of the tax.

Section 23. KRS 243.850 is amended to read as follows:

<<KY ST 243.850>>

(1) For the purpose of assisting in the enforcement of Sections 20, 21, 22, and 24 of this ActKRS 213.720 to 213.850 and
243.884 or any amendments thereof, every licensee, except retailers, whether subject to the payment of taxes imposed by
Sections 20, 21, 22, and 24 of this Actsaid sections or any amendments thereof, shall, on or before the twentieth day of
each month, render to the Department of Revenue a statement, in writing, of all hi trafficking in alcoholic beverages or
cannabis-infused beverages during the preceding month.

(2) TheSueh statement shall:
(a) Be taken directly from the records of the reporting licensee or manufacturer ofcannabis-infused beverages permitted by
the Department for Public Health, and shall set forth on forms furnished by the Department of Revenue the required&ueli
information; and as shall be required by it. such statement shall

(b) Include alcoholic beverages or cannabis-infused beverages alcohol destined for sale outside the state, as well as
alcoholic beverages or cannabis-infused beverages subject to the tax imposed by Sections 20, 21, 22, and 24of this ActKRS
243 .720 to 213.850 and 213.881 or any amendments thereof. Provided, that
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‘3) The Department of Revenue shall have authority to require from retail licensees, an4—other licensees, and
manufacturers of cannabis-infused beverages, other reports and statements at the necessarvs’&€h times—as—aiees-sa
for the enforcement of Sections 20, 21, 22, and 24 of this ActKRS 213.720 to 23.850 and 213.581 or any amendments
thert.

Section 24. KRS 243.884 is amended to read as follows:

<<KY ST 243.884>>

(1) (a) For the privilege of making “wholesale sales” or “sales at wholesale” of malt beveragesbeef, wine, e-distilled
spirits, or cannabis-infused beverages, a tax is hereby imposed upon all wholesalers of wine and distilled spirits, all
distributors of malt beverages orb€ei caiinabis-infused beverages, all direct shipper licensees shipping alcoholic
beveragesalcohcl or cannabis-infused beverages to a consumer at a Kentucky address, all distillers making sales pursuant
to KRS 243.0305(3), (4)(a)1. and 2. and (c), (7), (9), (10), (12), and (13), all microbreweries selling malt beverages under
KRS 243.157, aftd-all small farm wineries selling wine under KRS 243.155, and all manufacturers of cannabis-infused
beverages permitted by the Departmentfor Public J-Iealth.

(b) Prior to July 1, 2015, the tax shall be imposed at the rate of eleven percent (11%) of the gross receipts of any suek
wholesaler or distributor derived from “sales at wholesale” or “wholesale sales” made within the Commonwealth, except as
provided in subsection (3) of this section. For the purposes of this section, the gross receipts of a microbrewery making
“wholesale sales” shall be calculated by determining the dollar value amount that the microbrewer would have collected had
it conveyed to a distributor the same volume sold to a consumer as allowed under KRS 243.157 (3)(b) and (c).

(c) On and after Jul) 1.2015. The following rates shall apply to wholesale sales or sales at wholesale:

1. For distilled spirits and cannabis-infused beverages, eleven percent (11%) of wholesale sales or sales at wholesale; and

2. For wine and malt beverages, a4-beer

a. Ten and three quarters of one percent (10.75%) for wholesale sales or sales at wholesale made on or after July I.
2015, and before June 1. 2016:

b. Ten and one half of one percent (10.5%) for wholesale sales or sales at wholesale made on or after June 1. 20 16, and
before June 1, 2017;

e-Ten and one quarter of one percent (10.25%) for wholesale sales or sales at wholesale made on or after June 1, 2017,
and before June 1. 2018; and

4-ten percent (10%) for wholesale sales or at . L1ulcw wa on or after June 1, 2018.

(d) On and after March 12, 2021, The following rates shall apply for direct shipper sales:

1. For distilled spirits and caniiabis-infused beverages shipments, eleven percent (11%) for wholesale sales or sales at
wholesale; and

2. For wine and malt beverage and beer shipments, ten percent (10%) for wholesale sales or sales at wholesale.

(e) For direct shipper sales or sales made pursuant to KRS 243.0305, if a wholesale price is not readily available, the direct
shipper licensee or distillery shall calculate the ‘holesale price to be seventy percent (70%) of the retail price of the alcoholic
beverages.
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(2) Wholesalers of distilled spirits and wine, distributors of malt beverages or camwbis-infused beverages,
ml crobreweries, distillers, manufacturers ofcannabis-infused beverages permitted by the Departmentfor Public Health,
and direct shipper licensees shall pay and report the tax levied by this section on or before the twentieth day of the calendar
month next succeeding the month in which possession or title of the distilled spirits, wine,—er malt beverages, or
cannabis-infused beverages is transferred from the wholesaler or distributor to retailers, or by microbreweries, distillers,
manufacturers ofcannabis-infused beverages permitted by the Departmentfor Public Health, or direct shipper licensees
to consumers in this state, in accordance with administrativerules and regulations promulgated under KRS Chapter i3Aef
the Department of Revenue designed reasonably to protect the revenues of the Commonwealth.

(3) Gross receipts from sales at wholesale or wholesale sales shall not include the following sales:
(a) Sales made between wholesalers, es—between distributors, or between manufacturers of cannabis-infused beverages
permitted by the Departmentfor Public Health;

(b) Sales from the first fifty thousand (50,000) gallons of wine produced by a small farm winery in a calendar year made by:

1. The small farm winery; or

2. A wholesaler of that wine produced by the small farm winery; and

(c) Sales made between a direct shipper licensee and a consumer located outside of Kentucky.

SECTION 25. A NEW SECTION OF KRS CHAPTER 246 IS CREATED TO READ AS FOLLOWS:

The General Assembly declares:

(1) Alternativefuels are vitally important to the Commonwealth because the alternativefuel may:
(a) Reducepollution;

(b) Improve energy security; and

(c) Support the Commonwealth ‘s economy;

(2) Alternativefuels derivedfrom resources within the Commonwealth, including:
(a) Ethanol derivedfrom corn;

(b) Biodiesel derivedfrom soybean oil;

(c) Waste streams;

(d) Renewable or zero emissions energy sources;

(e) Gaseous carbon—i8 oxides; and

(J Alternativejetfuels generated by agriculturatproductionfacilities in the Commonwealth;
reduce undesirable impacts to the environment andprovide additional demandfor those resources;

(3) Environmental benefits resultingfrom alternativefuels include:

(a) Reduced harmful emissions, including carbon dioxide, carbon monoxide, and sulfur; and

(b) Improved air quality by reducing ozone-forming emissions;
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(4,) Alternativefuels maj’:
(a) Stimulate the eco,,onz3’;

(b) Create jobs across the C’onunonwealth;

(c) DiversiJj’ the Conunonwealth ‘s energy supply; and

(d) Reduce dependence on importedfuels;
through the development of a production network in flu e (‘ainmonwealth for consumers in the Commonwealth;

(3,) There are various other benefits which map be achieved, including improved:

(a,) Performance of vehicles that results in a reduction ofoperation costs for the citizens of the C’onzmonwealth; amid

(b) Transportation srstems, including the creation of a sustainable suppli; and

(6) Its commitment to:
(a) .4 full evaluation of the Connnonwealth ‘s jetfuel tax pollci’ positions; and

(b) Furthering research and development to build an alternatzi’efuels policy that amy be declared the best in the nation.

SECTION 26. A NEW SECTION OF KRS CHAPTER 139 IS CREATED TO READ AS FOLLOWS:

(1) As used in this section:
(a,) “Entertainment event”:

1. Means a live performance or exhibition of musical, theatrical, cultural, culinary, or other artistic presentation; and

2. Does not include sporting events or tournaments;

(b) “Facility operator” means a person who owizs or operates a venue;

(c) “Qualiji’ing attraction” mneamis a series ofentertainment events which is:

1. Held at a venue over a duration of at least two (2) consecutive daj’s;

2. Hosted by a sponsoring entity pursuant to an agreement with afacili4’ operator that authorizes the sponsoring entity
to conduct one (1) or more series ofentertainment events annually during at least five (5,) consecutive pears; and

3. Open to the public upon purchase of tickets, with attendance totaling at least sixty thousand (60,000) admissions over
the duration of each series ofentertainment events;

(d) “Sponsoring entity” means the person hosting a qualiji’ing attraction; and

(‘e,) “Venue” means:

1. Public property located in a consolidated local government or an urban-county government which is owned,
operated; or controlled by the consolidated local government or urban-county government;
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2. A park located in a consolidated local government that is:

a. Open to the generalpublic; and

b. Owned, operated, or controlled by any nonprofit corporation established under KRS 273.161 to 273.390;

3. Property located in a consolidated local government or an urban-county government that is owned, operated, or
controlled 1w a public university; or

4. Privately owned property located in a consolidated local government or au urban-county government that is suitable
for hosting entertainment events and qualifying attractions.

(2) Notwithstanding KRS 134.580 and 139.770:
(a) A sponsoring entity and facility operator shall be granted a sales tax incentive totaling fifty percent (50%) of the
Kentucky sales tax generated by the sale of admissions to a qualifying attraction held at a venue, and the sales of tangible
personal property and services at the qualifying attraction, including but not limited to the sale offood and beverage
concessions, souvenirs, camping, and parking;

(b) The amount of the sales tax incentive authorized in paragraph (a) of this subsection shall be allocated asfollows:

1. Fjfty percent (50%,) shall be paid to the facility operator and utilized to support operations and maintenance at the
venue; and

2. Fifty percent (50%) shall be paid to the sponsoring entity of the qualifying attraction from which the sales taxes were
generated;

(‘c,) Only one (1,) incentive request shall be madefor each qualifying attraction each year,

(4) The sponsoring entity andfacility operator shall have no obligation to refund or otherwise return any amount of the
sales tax incentive to the personsfrom whom the sales tax was collected;

(e) The sales tax incentive shall be reduced 1w the vendor compensation allowed under KRS 139.5 70; and

Interest shall not be allowed orpaid on any sales tax incentive payment made under this section.

(3,) The department shall accept initial applications for sales tax incentives under this section for qualifying attractions
held on or after July 1, 2025.

(4) To be eligible for a sales tax incentive under this section, the sponsoring entity shall file an initial application with
the department, which:

(a) Includes sufficient information regarding the qualifying attraction to demonstrate whether it qual(fies for the sales tax
incentive; and

(b) Isfiled at least sixty (60) days prior to the date ofthefirst entertainment event constituting the qualj[ying attraction.

(5) Within thirty (30) days of receipt of the initial application, the department shall notify the sponsoring entity of its
preliminary approval or denial ofthe qualifying attraction.

(6) If the initial application is denied, the department shall provide the reasonfor the deniaL

(7) After approval of its initial application and the completion of the qualifying attraction, a sponsoring entity shall
apply for a sales tax incentive no earlier than thirty (30) days following the end of the month during which sales taxes
that were generated from the qual(fi’ing attraction are collected. The application may aggregate eligible sales taxes

© 2025 Thomson Reuters No claim to original U S Government Works 55



KY LEGIS 98 (2025), 2025 Kentucky Laws Ch. 98 (HB 775)

from previous months if the events comprising the qualifying attraction were held in more than one (1) month.

(8) The department shall review each application for a sales tax incentive and determine f it meets the requirements of
this section, pending the verflcation of required attendance.

(9) In determining eligibility for a sales tax incentive authorized under this section, the department shalt waive the
duration and attendance requirements listed in subsection (l)(c,)1. and 3. of this sectio,i f the person requesting an
incentive demonstrates that any delays, cajicellations, or postponements were due to inclement weather or other
extraordinary events beyond the control of the parties involved and that the weather or other extraordinary events
rendered the satisfaction of the requirement impossible.

(10) Both the initial application and the sales tax incentive application shall be in the form prescribed by the
department through the promulgation of an administrative regulation in accordance with KRS Chapter 13A.

(11,) The department shall verft’ the amount of sales lax incentive and pay the allocations determined to be due iii
accordance with subsection (2,)(’b,) ofthis section within forty-five (45) days of receipt of the later of:

(a) The application submitted under subsection (7,) of this section; or

(b) All necessary supporting information required by the department to determine that the sponsoring entity is eligible for
the incentive.

(12) (a) Prior to November 1, 2026, and continuing each November 1 thereafter to November 1, 2035, the department
shall provide an annual report detailing information related to each qualifying attraction receiving i,,centii’es during
thefiscal year concluding on June30 of the reporting period.

(I,,) The department shall include thefollowing information in the report:

1. The miame of the qualifying attraction;

2. The venue where the qual[i’ing attraction was held;

3. The miamne ofthefaciliti’ operator;

4. The miame of the sponsoring entity;

5. The duration of the qualfring attraction and the number of admissions over that duration; and

6. The amount of incentive paid to thefacility operator; and

7. The amount of incentive paid to the sponsoring entity.

(c) The information required to be reported under this subsection shall not be considered confidential taxpayer
information and shall not be subject to KRS Chapter 131 or any other provisions of the Kentucky Revised Statutes
prohibiting disclosure or reporting of information.

(13) The provisions of this section shall expire on June 30, 2035, and a quafj’ing attraction held after June 30, 2035,
shall not be eligiblefor the incentives authorized in this section.

(14) The General Assenthly is committed to the research and development of tourism policies, including the aspiration
to hold other entertainment events across the C’ommnonwealth and especially in rural Kentucky.

Section 27. KRS 131.190 is amended to read as follows:
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<<KY ST 131.190>>

(1) No present or former commissioner or employee of the department, present or former member of a county board of
assessment appeals, present or former property valuation administrator or employee, present or former secretary or
employee of the Finance and Administration Cabinet, former secretary or employee of the Revenue Cabinet, or any other
person, shall intentionally and without authorization inspect or divulge any information acquired by him or her of the
affairs of any person, or information regarding the tax schedules, returns, or reports required to be filed with the
department or other proper officer, or any information produced by a hearing or investigation, insofar as the information
may have to do with the affairs of the person’s business.

(2) The prohibition established by subsection (1) of this section shall not extend to:
(a) Information required in prosecutions for making false reports or returns of property for taxation, or any other infraction of
the tax laws;

(b)-Any matter properly entered upon any assessment record, or in any way made a matter of public record;

(c) Furnishing any taxpayer or his or her properly authorized agent with information respecting his or her own return;

(d) Testimony provided by the commissioner or any employee of the department in any court, or the introduction as evidence
of returns or reports filed with the department, in an action for violation of state or federal tax laws or in any action
challenging state or federal tax laws;

(e) Providing an owner of unmined coal, oil or gas reserves, and other mineral or energy resources assessed under KRS
132.820, or owners of surface land under which the unmined minerals lie, factual information about the owner’s property
derived from third-party returns filed for that owner’s property, under the provisions of KRS 132.820, that is used to
determine the-owner’s assessment. This information shall be provided to the owner on a confidential basis, and the owner
shall be subject to -the penalties provided in KRS 131.990(2). The third-party filer shall be given prior notice of any
disclosure of information to the owner that was provided by the thirdparty filer;

(f) Providing to a third-party purchaser pursuant to an order entered in a foreclosure action filed in a court of competent
jurisdiction, factual information related to the owner or lessee of coal, oil, gas reserves, or any other mineral resources
assessed under KRS 132.820. The department may promulgate an administrative regulation establishing a fee schedule for
the provision of the information described in this paragraph. Any fee imposed shall not exceed the greater of the actual cost
of providing the information or ten dollars ($10);

(g) Providing information to a licensing agency, the Transportation Cabinet, or the Kentucky Supreme Court under KRS
131.1817;

(h) Statistics of gasoline and special fuels gallonage reportedlo the department under KRS 138.210 to 138.448;

(i) Providing any utility gross receipts license tax return information that is necessary to administer the provisions of KRS
160.613 to 160.617 to applicable school districts on a-confidential basis;

(j) Providing documents, data, or other information to a third party pursuant to an order issued by a court of competent
jurisdiction;

(k) Publishing administrative writings on its official website in accordance with KRS 13l.020(l)(b); or

(1) Providing information to the Legislative Research Commission under:

1. KRS 139.5 19 for purposes of the sales and use tax refund on building materials used for disaster recovery;

2. KRS 141.436 for purposes of the energy efficiency products credits;
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3. KRS 141.437 for purposes of the ENERG\1 STAR home and the ENERGY STAR manufactured home credits;

4. KRS 14 1.383 for purposes of the film industry incentives;

5. KRS 154.26—095 for purposes of the Kentucky industrial revitalization creditta*-efed-irs and the job assessment fees;

6. KRS 141.068 for purposes of the Kentucky investment fund;

7. KRS 141.396 for purposes of the angel investor-ta* credit;

8. KRS 141.389 for purposes of the distilled spirits credit;

9. KRS 141.408 for purposes of the inventory credit:

10. KRS 141.390 for purposes of the recycling and composting credits&e4t;

11. KRS 141.3841 for purposes of the selling farmer-ta* credit;

12. KRS 141.4231 for purposes of the renewable chemical production-tax credit;

13. KRS 14 1.524 for purposes of the Education Opportunity Account Program-ta* credit;

14. KRS 141.398 for purposes of the development area-ta* credit;

15. KRS 139.5 16 for—the purposes of the sales and use tax exemptions foreNemption on the commercial mining of
cryptocurrency;

16. KRS 141.419 for purposes ofthe decontamination4a* credit;

17. KRS 141.391 for purposes of the qualified broadband investment-ta* credit;-fmd

18. KRS 139.499 for purposes of the sales and use tax exenzptionsexemption for a qualified data center project; and

19. Section 26 oft/ifs Actfor purposes oft/re sales and use tax incentiuefor a quahfving attraction.

(3) The commissioner shall make available any information for official use only and on a confidential basis to the proper
officer, agency, board or commission of this state, any Kentucky county, any Kentucky city, any other state, or the federal
government, under reciprocal agreements whereby the department shall receive similar or useful information in return.

(4) Access to and inspection of information received from the Internal Revenue Service is for department use only, and is
restricted to tax administration purposes. Information received from the Internal Revenue Service shall not be made
available to any other agency of state government, or any county, city, or other state, and shall not be inspected
intentionally and without authorization by any present secretary or employee of the Finance and Administration Cabinet,
commissioner or employee of the department, or any other person.

(5) Statistics of crude oil as reported to the department under the crude oil excise tax requirements of KRS Chapter 137
and statistics of natural gas production as reported to the department under the natural resources severance tax
requirements of KRS Chapter 143A may be made public by the department by release to the Energy and Environment
Cabinet, Department for Natural Resources.

(6) Notwithstanding any provision of law to the contrary, beginning with mine-map submissions for the 1989 tax year, the
department may make public or divulge only those portions of mine maps submitted by taxpayers to the department
pursuant to KRS Chapter 132 for ad valorem tax purposes that depict the boundaries of mined-out parcel areas. These
electronic maps shall not be relied upon to determine actual boundaries of mined-out parcel areas. Property boundaries
contained in mine maps required under KRS Chapters 350 and 352 shall not be construed to constitute land surveying or
boundary surveys as defined by KRS 322.0 10 and any administrative regulations promulgated thereto.
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Section 28. KRS 154.60—040 is amended to read as follows:

<<KY ST 154.60-040>>

(1) As used in this section:
(a) “Actively engagedfarmer” means a person who makes a significant contribution oft

1. Land, capital, and equipment to afarming operation; and

2. Active personal labor or management to a farming operation;

(b) 1. “Agricultural assets” means:
a. Agricultural land which has been appraised by an individual certified by the Real Estate Appraisers Board created
under KRS 324A.015; and

b. Buildings, facilities, machinery, equipment, agricultural products, or horticultural products, if:

i. Owned by the same sellerelling farmer owning the agricultural land sold to an actively engaged farmer ora
beginning farmer;

ii. Purchased at the same time and in the same transaction with the agricultural land; and

iii. Purchased with the intent to be used on the purchased agricultural land.

2. “Agricultural assets” does not mean:

a. A personal residence or any other residential structures;-and

b. Any agricultural assets that have been previously included in an approved application for the Kentucky selling
farmer tax credit; and

c. Any land which has, is, or will be used in the production ofsolar powerfor personal or commercial purposes;
(cflb “Agricultural land” means:

1. Any land located entirely in Kentucky that is zoned or permitted for farming, if the jurisdiction where the land is located
has enacted an ordinance for zoning or permitting; and

2. a. Is a tract of land of at least ten (10) contiguous acres in area for a farming operation for agricultural products; or

b. Is a tract of land of at least five (5) contiguous acres in area for a farming operation for aquaculture or horticultural
products;

owned by the seIlerclling fanner prior to the sale;
(d)e) “Agricultural products” means:

1. Livestock or livestock products;

2. Poultry or poultry products;

3. Milk or milk products; or
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4. Field crops and other crops, including timber if approved by the authority;

(e.)(41 “Aquaculture” means the farming of fish. crustaceans, mollusks, aquatic plants. algae, or other similar organisms;

Q ‘Beginning farmer” means an uclive!i’ engaged farmer who has not previously held an ownership interest in
agricultural land used for a farming operation for a period exceeding twen4’ (20) years prior to entering into an
agreement to purchase agricultural assetsfrom a seller;

(g) “Buyer” mneamis an activelj’ engagedfarmner or beginningfarmer who purchases agricultural assets from a seller;

(h) “Department” means the Department of Revenue organized under KRS 131.020;

i,U-e-1 “Farm product” means aquaculture. agricultural products, or horticultural products;

j,)(4 1. “Farming operation” means the management and operation of agricultural assets for the purpose of pursuing a
profitable commercial business venture to produce agricultural products, horticultural products, or both for sale.

2. “Fanning operation” does not mean any:

a. Hobby farm--as determined by the Internal Reeiiue-Service

b- Nonprofit venture;

b.e Farm used primarily for storing agricultural products or horticultural products; or

c.d- Farm used to grow or raise agricultural products or horticultural products primarily for use by the immediate
family members or owners of the agricultural assets;

(k,)-) “Horticultural products” means orchards, fruits, vegetables, nuts, flowers, or ornamental plants;—aftd

(l,)€h- “Immediate family member” means any of the following in relation to any owner or spouse of the owner of the
agricultural assets:

1. Parent or grandparent;

2. Children or their spouses; or

3. Siblings or their spouses;

(in,) “Seller” meajis an)’ individual or entity subject to the tax imposed by KRS 141.020 or 141.040 and 141.0401: and

(‘ii,) “Significant contribution” has the same meaning as in 7 c.F.R. sec. 1400.3.

(2) Any incentive offered to an eligible company under the Selling Farmer Tax Credit Program shall be negotiated by
Cabinet for Economic Development officials and shall be subject to approval by the authority.

(3) The purpose of the Selling Farmer Tax Credit Program is to promote the continued use of agricultural land in Kentucky
for farming purposes by granting a tax credit to a sel!erzelling farmer who agrees to sell agricultural assets to an actively
engagedfarmer or a beginning farmer.

(4) A sellerSelling farmerz wanting to sell agricultural assets may be eligible for a tax credit up to five percent (5%) of the
selling price of qualif,’ing agricultural assets, subject to:

(a) A tv’enty-five thousand dollar ($25,000) cap for each taxable year of the seller when agricultural assets are sold to an
activelj’ engagedfarmer who does not meet the definition ofa beginningel1ing farmer;
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(b) A fifty thousand dollar ($50,000,) cap for each taxable year of the seller when agricultural assets are sold to a
beginningfarmer;

(c) A one hundred thousand dollar ($100,000) lifetime cap for each seller selling to an actively engaged farmer;-d

(d) A two hundred thousand dollar ($200,000) lifetime capfor each seller selling to a beginningfarmer; and

(e),et A proration by the authority based on the overall cap shared between the Small Business Tax Credit Program and the
Selling Farmer Tax Credit Program cap of three million dollars ($3,000,000) under KRS 154.60—020.

(5) The tax credit allowed in subsection (4) of this section may be claimed under KRS 141.3841.

(6) In order to be eligible to receive approval for a tax credit, the sellera selling farmer shall, at a minimum:

(a) 1. a. Be registered with the Kentucky Secretary of State; and
b. Be in good standing with the Kentucky Secretary of State; or

2. If not required to be registered with the Kentucky Secretary of State, be a taxpayerresident of Kentucky;

(b) Prior to a sale of agricultural assets, be a small business with fifty (50) or fewer full-time employees and be the sole legal
owner of agricultural assets sold to an actively engagedfarmer or a beginning farmer;

(c) Not be a farm equipment dealer, livestock dealer, or similar entity primarily engaged in the business of selling agricultural
assets for profit and not engaged in farming as a primary business activity;

(d) Not be a bank or any other similar lending or financial institution;

(e) Not be:

1. An owner, partner, member, shareholder, or trustee;

2. A spouse of an owner, partner, member, shareholder, or trustee; or

3. An immediate family member of any of the owners, partners, members, shareholders, or trustees;
of the actively engaged farmer or beginning farmer to whom the sellerselling farmer is seeking to sell
agricultural assets;

(f) 1. Demonstrate management and operation of real and personal property for the production of a farm product;

2. Execute and effectuate a purchase contract to sell agricultural land with an actively engaged farmer or a beginning
farmer for an amount evidenced by an appraisal; and

(g) Sell, convey, and transfer ownership of related agricultural assets to an actively engagedfarmer or a beginning farmer.

(7) In order for the sellerselling farmer to qualify for the tax credit, an actively engaged farmer or a beginning farmer
shall, at a minimum:

(a) 1. a. Be registered with the Kentucky Secretary of State; and
b. Be in good standing with the Kentucky Secretary of State; or

2. If not required to be registered with the Kentucky Secretary of State, be a resident of Kentucky;
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(b) Possess all licenses, registrations, and experience needed to legally operate a farming operation within the jurisdiction for
the agricultural land purchased from a the sellerselling farmer;

(c) ot previcusly have held an ownership interest in agricultural land used for a farming operation for a period exceeding
ten (10) Years nripr m emenn imo an acreernent to nm-chase acricultural assets from a sellinc farmer;

fd- Not have an ownership interest in any of the agricultural assets included in the transaction with the sellerselling farmer;
and

(d)(-e4 Provide a majority of the management, and materially participate in the operation of a for-profit farming operation
located in Kentucky and purchased from a sellerse#la—faniws. with the intent to continue a for-profit farming operation on
the purchased agricultural land for a minimum often J0,fie—’-) years after the sale date.

(8) The se//erselling farmer shall submit an application after consummation of the sale, transfer of title, and convcance of
ai-cultural assets together with all information necessary for the authority to determine eligibility for the tax credit.

(9) The authority may consider applications prior to the consummation of the sale, transfer of title, and conveyance of
agricultural assets.

(10,) An application for the selling farmer tax credit shall contain, at a minimum, information about the:
(a) Seller and bujerSelling farmer and purchasing beginning farmer eligibili’;

(b) Purchase contract and closing statement;

(c) Documentation, such as a deed. title conveyance for the transfer of assets, including verification of Kentucky residency of
the bui’er: and

(d) Any other information the authority may require to determine eligibility for the credit.

(11)(-l-O-) For each approved application, the authority shall transmit to the departnient-ef--Ree+ue sufficient information
about the sel/erselling farmer to ensure compliance with this section and KRS 141.3841, including the amount of approved
tax credit allowed to the sellere14i-i+—fa’ec.

(12) If the buyerfails to meet the requirements of this section, the department shall assess a penal/i.’ against the buyer in
an amount equal to the tax credit awarded to the seller. The department may assess an additional pen al/v in excess of
the tax credit awarded

(13) (a) The selling farmer tax credit shall sunset on December 31, 2031, and new applications shall not be accepted or
considered on or after December 31, 2031.

(b) All outstanding applications with preliminan’ or final approval under this subchapter as of Decenther 31. 2031, shall
continue to be governed by the provisions of this subchapter.

(11) Beginning January 1, 2020, the authority may approve siuug IuIJur IPX C1CUI1.

Section 29. KRS 141.384 1 is amended to read as follows:

<<KY ST 141.384>>
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(1) The sellingfarmerfarmers tax credit permitted by KRS 154.60—040:
(a) Shall be nonrefundable and nontransferable; and

(b) May be claimed against the taxes imposed in KRS 141.020 or 141.040 and 141.0401, with the ordering of the credit as
provided in KRS 141.0205.

(2) (a) The maximum amount of credit that maybe claimed by a sellere1ling farmer in each taxable year is limited to:

1. No more than the total amount of credit approved by the Kentucky Economic Development Finance Authority;

2. Twenty-five thousand dollars ($25,000) cap for each taxable year of the seller when agricultural assets are sold to an
actively engagedfarmer who does not meet the definition ofa beginningfarmer;

3. Ffty thousand dollars ($50,000) cap for each taxable year of the seller when agricultural assets are sold to a
beginningfarmer;

4. One hundred thousand dollars ($100,000) lifetime capfor each seller selling to an actively engagedfarmer; and

5. Two hundred thousand dollars ($200,000) lifetime cap for each seller selling to a beginning farmerin any taxable
year; and

3. No more than one hundred thousand dollars ($100,000) total tax credit over the lifetime of the selling fanner.

(b) The credit shall be first claimed on the tax return for the taxable year during which the credit was approved.

(c) Any unused credit in a taxable year may be carried forward for up to five (5) taxable years and, if not utilized within the
five (5) year period, shall be lost.

(3) In order for the General Assembly to evaluate the fulfillment of the purpose stated in KRS 154.60—040, the department
shall provide the following information, on a cumulative basis, for each sellerselling farmer, for each taxable year:

(a) The location, by county, of the agricultural assets sold to an actively engagedfarmer or a beginning farmer and approved
for a tax credit under KRS 154.60—040;

(b) The total amount of tax credit approved by the Kentucky Economic Development Finance Authority for each sellerselling
farmer;

(c) The amount of tax credit claimed for each sellerselling farmer in each taxable year; and

(d) 1. In the case of all taxpayers other than corporations, based on ranges of adjusted gross income of no larger than five
thousand dollars ($5,000) for the taxable year, the total amount of tax credits claimed and the number of returns claiming a
tax credit for each adjusted gross income range; and

2. In the case of all corporations, based on ranges of net income no larger than fifty thousand dollars ($50,000) for the
taxable year, the total amount of tax credit claimed and the number of returns claiming a tax credit for each net income
range.

(4) The report required by subsection (3) of this section shall be submitted to the Interim Joint Committee on
Appropriations and Revenue beginning no later than November 1, 2021, and no later than each November 1 thereafter, as
long as the credit is claimed on any return processed by the department.

Section 30. KRS 141.0 10 is amended to read as follows:
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<<KY ST 141.010>>

As used in this chapter, for taxable years beginning on or after January’ 1, 2018:

(1) “Adjusted gross income,” in the case of taxpayers other than corporations, means the amount calculated in KRS
141.0 19;

(2) “Captive real estate investment trust” means a real estate investment trust as defined in Section 856 of the Internal
Revenue Code that meets the following requirements:

(a) 1. The shares or other ownership interests of the real estate investment trust are not regularly traded on an established
securities market; or

2. The real estate investment trust does not have enough shareholders or owners to be required to register with the
Securities and Exchange Commission;

(b) 1. The maximum amount of stock or other ownership interest that is owned or constructively owned by a corporation
equals or exceeds:

a. Twenty-five percent (25%), if the corporation does not occupy property owned, constructively owned, or controlled
by the real estate investment trust; or

b. Ten percent (10%), if the corporation occupies property owned, constructively owned, or controlled by the real estate
investment trust.

The total ownership interest of a corporation shall be determined by aggregating all interests owned or
constructively owned by a corporation; and

2. For the purposes of this paragraph:

a. “Corporation” means a corporation taxable under KRS 141.040, and includes an affiliated group as defined in KRS
141.200, that is required to file a consolidated return pursuant to KRS 141.200; and

b. “Owned or constructively owned” means owning shares or having an ownership interest in the real estate
investment trust, or owning an interest in an entity that owns shares or has an ownership interest in the real estate
investment trust. Constructive ownership shall be determined by looking across multiple layers of a multilayer
pass-through structure; and

(c) The real estate investment trust is not owned by another real estate investment trust;

(3) “Commissioner” means the commissioner of the department;

(4) “Corporation” has the same meaning as in Section 7701(a)(3) of the Internal Revenue Code;

(5) “Critical infrastructure” means property and equipment owned or used by communications networks, electric
generation. transmission or distribution systems, gas distribution systems, or water or wastewater pipelines that service
multiple customers or citizens, including but not limited to real and personal property such as buildings, offices, lines,
poles, pipes, structures, or equipment;

(6) “Declared state disaster or emergency” means a disaster or emergency event for which:
(a) The Governor has declared a state of emergency pursuant to KRS 39A.100; or

(b) A presidential declaration of a federal major disaster or emergency has been issued;

(7) “Department” means the Department of Revenue;
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(8) “Dependent” means those persons defined as dependents in the Internal Revenue Code;

(9) “Disaster or emergency-related work” means repairing, renovating, installing, building, or rendering services that are
essential to the restoration of critical infrastructure that has been damaged, impaired, or destroyed by a declared state
disaster or emergency;

(10) “Disaster response business” means any entity:
(a) That has no presence in the state and conducts no business in the state, except for disaster or emergency-related work
during a disaster response period;

(b) Whose services are requested by a registered business or by a state or local government for purposes of performing
disaster or emergency-related work in the state during a disaster response period; and

(c) That has no registrations, tax filings, or nexus in this state other than disaster or emergency-related work during the
calendar year immediately preceding the declared state disaster or emergency;

(11) “Disaster response employee” means an employee who does not work or reside in the state, except for disaster or
emergency-related work during the disaster response period;

(12) “Disaster response period” means a period that begins ten (10) days prior to the first day of the Governor’s declaration
under KRS 39A.100, or the President’s declaration of a federal major disaster or emergency, whichever occurs first, and
that extends thirty (30) calendar days after the declared state disaster or emergency;

(13) “Doing business in this state” includes but is not limited to:
(a) Being organized under the laws of this state;

(b) Having a commercial domicile in this state;

(c) Owning or leasing property in this state;

(d) Having one (1) or more individuals performing services in this state;

(e) Maintaining an interest in a pass-through entity doing business in this state;

(f) Deriving income from or attributable to sources within this state, including deriving income directly or indirectly from a
trust doing business in this state, or deriving income directly or indirectly from a single-member limited liability company
that is doing business in this state and is disregarded as an entity separate from its single member for federal income tax
purposes; or

(g) Directing activities at Kentucky customers for the purpose of selling them goods or services.
Nothing in this subsection shall be interpreted in a manner that goes beyond the limitations imposed and protections
provided by the United States Constitution or Pub. L. No. 86—272;

(14) “Employee” has the same meaning as in Section 3401(c) of the Internal Revenue Code;

(15) “Employer” has the same meaning as in Section 3401(d) of the Internal Revenue Code;

(16) “Fiduciary” has the same meaning as in Section 7701(a)(6) of the Internal Revenue Code;

(17) “Financial institution” means:

(a) A national bank organized as a body corporate and existing or in the process of organizing as a national bank association
pursuant to the provisions of the National Bank Act, 12 U.S.C. sees. 21 et seq., in effect on December 31, 1997, exclusive of
any amendments made subsequent to that date;
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(b) Any bank or trust company incorporated or organized under the laws of any state, except a banker’s bank organized under
KRS 286.3—135;

(c) Any corporation organized under the provisions of 12 U.S.C. sees. 611 to 631, in effect on December 31, 1997, exclusive
of any amendments made subsequent to that date, or any corporation organized after December 31, 1997, that meets the
requirements of 12 U.S.C. secs. 611 to 631, in effect on December 31, 1997; or

(d) Any agency or branch of a foreign depository as defined in 12 U.S.C. sec. 3101, in effect on December 31, 1997,
exclusive of any amendments made subsequent to that date, or any agency or branch of a foreign depository established after
December 31, 1997, that meets the requirements of 12 U.S.C. sec. 3101 in effect on December 31, 1997;

(18) “Fiscal year” has the same meaning as in Section 7701(a)(24) of the Internal Revenue Code;

(19) “Gross income”:
(a) In the case of taxpayers other than corporations, has the same meaning as in Section 61 of the Internal Revenue Code; and

(b) In the case of corporations, means the amount calculated in KRS 141.039;

(20) “Individual” means a natural person:

(21) “Internal Revenue Code” means for taxable years beginning on or after January 1, 2025202-4, the Internal Revenue
Code in effect on December 3], 20242.022-, exclusive of any amendments made subsequent to that date, other than
amendments that extend provisions in effect on December 31, 2024-2020w, that would otherwise terminate;

(22) “Limited liability pass-through entity” means any pass-through entity that affords any of its partners. members,
shareholders, or owners, through function of the laws of this state or laws recognized by this state, protection from general
liability for actions of the entity;

(23) “Modified gross income” means the greater of:
(a) Adjusted gross income as defined in 26 U.S.C. sec. 62, including any amendments in effect on December 3 I of the
taxable year, and adjusted as follows:

1. Include interest income derived from obligations of sister states and political subdivisions thereof; and

2. Include lump-sum pension distributions taxed under the special transition rules of Pub. L. No. 104—188, sec. 140 I(c)(2);
or

(b) Adjusted gross income as defined in subsection (1) of this section and adjusted to include lump-sum pension distributions
taxed under the special transition rules of Pub. L. No. 104—188, sec. 140 1(c)(2);

(24) “Net income”:
(a) In the case of taxpayers other than corporations, means the amount calculated in KRS 141.019; and

(b) In the case of corporations, means the amount calculated in KRS 141.039;

(25) “Nonresident” means any individual not a resident of this state;

(26) “Number ofwithholding exemptions claimed” means the number of withholding exemptions claimed in a withholding
exemption certificate in effect under KRS 141.325, except that ifno such certificate is in effect, the number of withholding
exemptions claimed shall be considered to be zero;
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(27) “Part-year resident” means any individual that has established or abandoned Kentucky residency during the calendar
year;

(28) “Pass-through entity” means any partnership, S corporation, limited liability company, limited liability partnership,
limited partnership, or similar entity recognized by the laws of this state that is not taxed for federal purposes at the entity
level, but instead passes to each partner, member, shareholder, or owner their proportionate share of income, deductions,
gains, losses, credits, and any other similar attributes;

(29) “Payroll period” has the same meaning as in Section 3401(b) of the Internal Revenue Code;

(30) “Person” has the same meaning as in Section 7701(a)(1) of the Internal Revenue Code;

(31) “Registered business” means a business entity that owns or otherwise possesses critical infrastructure and that is
registered to do business in the state prior to the declared state disaster or emergency;

(32) “Resident” means an individual domiciled within this state or an individual who is not domiciled in this state, but
maintains a place of abodein this state and spends in the aggregate more than one hundred eighty-three (183) days of the
taxable year in this state;

(33) “S corporation” has the same meaning as in Section 1361(a) of the Internal Revenue Code;

(34) “State” means a state of the United States, the District of Columbia, the Commonwealth of Puerto Rico, or any
territory or possession of the United States;

(35) “Taxable net income”:
(a) In the case of corporations that are taxable in this state, means “net income” as defined in subsection (24) of this section;

(b) In the case of corporations that are taxable in this state and taxable in another state, means “net income” as defined in
subsection (24) of this section and as allocated and apportioned under KRS 141.120;

(c) For homeowners’ associations as defined in Section 528(c) of the Internal Revenue Code, means “taxable income” as
defined in Section 528(d) of the Internal Revenue Code. Notwithstanding the provisions of subsection (21) of this section, the
Internal Revenue Code sections referred to in this paragraph shall be those code sections in effect for the applicable tax year;
and

(d) For a corporation that meets the requirements established under Section 856 of the Internal Revenue Code to be a real
estate investment trust, means “real estate investment trust taxable income” as defined in Section 857(b)(2) of the Internal
Revenue Code, except that a captive real estate investment trust shall not be allowed any deduction for dividends paid;

(36) “Taxable year” means the calendar year or fiscal year ending during such calendar year, upon the basis of which net
income is computed, and in the case of a return made for a fractional part of a year under the provisions of this chapter or
under administrative regulations prescribed by the commissioner, “taxable year” means the period for which the return is
made; and

(37) “Wages” has the same meaning as in Sectioii340l(a) of the Internal Revenue Code and includes other income subject
to withholding as provided in Section 3401(f) and Section 3402(k), (o), (p), (q), and (s) of the Internal Revenue Code.

Section 31. KRS 243.027 is amended to read as follows:

<<KY ST 243.027>>

(1) KRS 243.027 to 243.029 shall supersede_any conflicting statute in KRS Chapters 241 to 244.
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(2) A direct shipper Type A license shall authorize the holder to ship alcoholic beverages to consumers. A direct shipper
T’pe B license s/ia!! authorize the holder to ship cannabis-infused beverages to consumers. The department shall issue a
direct shipper license to a successful applicant that:

(a) Pays the app!icablea+’r annual license fee of one hundred dollars (5100);

(b) Is a manufacturer located in this state or any other state, a cannabis-infused beverage manufacturer licensed bi’ the
Departmentfor Public I-feat/h, or an alcoholic beverage supplier licensed under KRS 243.212 or 243.215; and

(c) Holds a current license, pennit, or other authorization to manufacture or supply alcoholic beverages or cannabis-infused
beverages in the state where the applicant is located. If an applicant is located outside of Kentucky, proof of its current
license, permit, or other authorization as issued by its home state shall be sufficient proof of its eligibility to hold a direct
shipper license in Kentucky.

(3) (a) A manufacturer applicant shall only be authorized to ship alcoholic beverages that are sold under a brand name
owned or exclusively licensed to the manufacturer, provided the alcoholic beverages were:

1. Produced by the manufacturer;

2. Produced for the manufacturer under a written contract with another manufacturer; or

3. Bottled or canned for or by the manufacturer.

(b) An applicant licensed under KRS 243.212 or 243.215 shall only be authorized to ship alcoholic beverages or
cannabis-infused beverages for which it is the primal)’ source of supply.

(4) The department shall establish the form for a direct shipper license application through the promulgation of an
administrative regulation. These requirements shall include only the following:

(a) The address of the manufacturer or supplier; and

(b) If the applicant is located outside this state, a copy of the applicant’s current license, permit, or other authorization to
manufacture, store, or supply alcoholic beverages or cannabis-infused beverages in the state where the applicant is located.

(5) For purposes of this section, the holder of a direct shipper license may utilize the services of a third party to fulfill
shipments, subject to the following:

(a) The third party shall not be required to hold any alcoholic beverage license or cannabis-infused beverage license, but no
licensed entity shall serve as a third party to fulfill shipments other than the holder of a storage license or transporterTh
license;

(b) The third party may operate from the premises of the direct shipper licensee or from another business location; and

(c) The direct shipper licensee shall be liable for any violation of KRS 242.250, 242.260, 242.270, or 244.080 that may occur
by the third party.

(6) A direct shipper licensee shall:
(a) Agree that the Secretary of State shall serve as its registered agent for service of process. The licensee shall agree that
legal service on the agent constitutes legal service on the direct shipper licensee;

(b) Maintain the records required wider KRS 243 .027 to 243.029 and provide the department and the Department of Revenue
access to or copies of these records;

(c) Allow the department or the Department of Revenue to perfonri an audit of the direct shipper licensee’s records or an
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inspection of the direct shipper licensee’s licensed premises upon request. If an audit or inspection reveals a violation, the
department or the Department of Revenue may recover reasonable expenses from the licensee for the cost of the audit or
inspection;

(d) Register with the Department of Revenue, and file all reports and pay all taxes required under KRS 243.027 to 243.029;
and

(e) Submit to the jurisdiction of the Commonwealth of Kentucky for any violation of KRS 242.250, 242.260, 242.270, or
244.080 or for nonpayment of any taxes owed.

(7) (a) Each direct shipper licensee shall submit to the department and the Department of Revenue a quarterly report for
that direct shipper license showing:

1. The total amount of alcoholic beverages shipped into the state per consumer;

2. The name and address of each consumer;

3. The purchase price of the alcoholic beverages shipped and the amount of taxes charged to the consumer for the alcoholic
beverages shipped; and

4. The name and address of each common carrier.

(b) The Department of Revenue shall create a form through the promulgation of an administrative regulation for reporting
under paragraph (a) of this subsection.

(c) The department shall provide a list of all active direct shipper licensees to licensed corn-mon carriers on a quarterly basis
to reduce the number of unlicensed shipments in the Commonwealth.

(8) A direct shipper licensee shall submit a current copy of its alcoholic beverage license or cannabis-infused beverage
license from its home state along with the applicabieone hundred dollar ($100) license fee every year upon renewal of its
direct shipper license.

(9) Notwithstanding any provision of this section to the contrary, a manufacturer located and licensed in Kentucky may
ship by a common carrier holding a Kentucky transporter’s license samples of alcoholic beverages produced by the
manufacturer in quantities not to exceed one (1) liter, per any recipient, of any individual product in one (1) calendar year
of distilled spirits or wine, or ninety-six (96) ounces, per any recipient, of any individual product in one (1) calendar year
of malt beverages, to any of the following:

(a) Marketing or media representatives twenty-one (21) years of age or older;

(b) Distilled spirits, wine, or malt beverage competitions or contests;

(c) Wholesalers or distributors located outside of Kentucky;

(d) Federal, state, or other regulatory testing labs;

(e) Third-party product formulation and development partners; and

(f) Persons or entities engaged in a private selection event pursuant to KRS 243.0305.
Such samples shall be marked by affixing across the product label, a not readily removed disclaimer with the words
“Sample-Not for Sale” and the name of the manufacturer.
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Section 32. KRS 243 .030 is amended to read as follows:

<<KY ST 243.030>>

The following licenses that authorize traffic in distilled spirits and wine and in cannabis-infused beverages may be issued by
the distilled spirits administrator. Licenses that authorize traffic in all alcoholic beverages may be issued by both the distilled
spirits administrator and malt beverages administrator. The licenses and their accompanying fees are as follows:

(1) Distiller’s license:

(a) Class A. per annum S3,090.00

(b) Class B (craft distillery), per annum $1,000.00

(c) Off-premises retail sales outlet, per annum $300.00

(2) Rectifier’s license:

(a) Class A, per annum $2,580.00

(b) Class B (craft rectifier), per annum $825.00

(3) Winery license, per annum $1,030.00

(4) Small farm winery license, per annum $110.00

(a) Small farm winery off-premises retail license, per annum $30.00

(5) Wholesaler’s license, per annum $2,060.00

(6) Quota retail package license, per annum $570.00

(7) Quota retail drink license, per annum $620.00

(8) Transporter’s license, per annum $210.00
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(9) Special nonbeverage alcohol license, per annum $60.00

(10) Special agent’s or solicitor’s license, per annum $30.00

(11) Bottling house or bottling house storage license, per annum $1,030.00

(12) Special temporary license, per event $100.00

(13) Special Sunday retail drink license, per annum $520.00

(14) Caterer’s license, per annum $830.00

(15) Special temporary alcoholic beverage auction license, per event $100.00

(16) Extended hours supplemental license, per annum $2,060.00

(17) Hotel in-room license, per annum $210.00

(18) Air transporter license, per annum $520.00

(19) Sampling license, per annum $110.00

(20) Replacement or duplicate license $25.00

(21) Entertainment destination center license:

(a) When the licensee is a city, county, urban-county government, consolidated local
government, charter county government, or unified local government, per annum $2,577.00

(b) All other licensees, per annum $7,730.00

(22) Limited restaurant license, per annum $780.00

(23) Limited golf course license, per annum $720.00
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(24) Small farm winery wholesaler’slicense,per annum SI 10.00

(25) Qualified historic site license,per annum SI ,030.00

(26) Nonquotatype I license,per annum $4,120.00

(27) Nonquotatype 2 license,per annum S830.00

(28) Nonquotatype 3 license,per annum $310.00

(29) Distilled spirits and wine storagelicense,per annum $620.00

(30) Out-of-statedistilled spirits and wine supplier’s license,per annum $1. 550.00

(31) Limited out-of-statedistilled spirits and wine supplier’s license,per annum $260.00

(32) Authorizedpublic consumptionlicense,per annum $250.00

(33) Direct shipperTpeA license,per annum $100.00

(34) Limited nonquotapackagelicense,per annum S300.00

(35) Vintagedistilled spirits license,per annum S300.00

(36) cannabis-infusedbeverageretailpackagelicense,perannum $2,000.00

(37) Cannabis-infusedbeveragedistributor’slicense,perannum $1,000.00

(38) cannabis-infusedbeveragedistributor’slicense,supplemental,perannum $1,000.00

(39,) Direct shipperType B license,perannum $1,000.00

(40) A nonrefundablefee of sixty dollars ($60) shall be chargedto processeachnew transitionallicensepursuantto KRS
243.045.
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(41)(3-7- Other special licensesthe board finds necessaryfor the properregulationand control of the traffic in distilled
spirits and wine and providesfor by administrativeregulation.In establishingthe amountof licensetaxesthat arerequired
to be fixed by the board,it shall haveregardfor thevalueof the privilegegranted.

(42)(-8The fee for eachof the first five (5) supplementalbar licensesshall be the sameas the fee for the primary retail
drink license.Thereshall beno chargefor eachsupplementallicenseissuedin excessof five (5) to the samelicenseeat the
samepremises.

A nonrefundableapplicationfee of fifty dollars ($50) shall be chargedto processeachnew applicationunderthis section,
exceptfor subsections(4), (8), (9), (10), (12), (15), (19), and (20) of this section.The applicationfee shall be appliedto the
licensingfee if the licenseis issued;otherwiseit shall be retainedby the department.

Section33. KRS 243.040is amendedto readas follows:

<<KY ST 243.040>>

The following kinds of malt beveragelicensesmay be issuedby the malt beveragesadministrator,the feesfor which shall be:

(1) Brewer’s license,per annum $2,580.00

(2) Microbrewerylicense,per annum $520.00

(3) Distributor’s license,per annum $520.00

(4) Nonquotaretail malt beveragepackagelicense,per annum

(5) Out-of-statemalt beveragesupplier’slicense,per annum $1,550.00

(6) Malt beveragestoragelicense,per annum $260.00

(7) Replacementor duplicatelicense,per annum .. $25.00

(8) Limited out-of-statemalt beveragesupplier’slicense,per annum $260.00

(9) Nonquotatype 4 malt beveragedrink license,per annum $210.00

(10) Direct shipperTypeA license,per annum $100.00

(11) The holder of a nonquotaretail malt beveragepackagelicensemay obtain a Nonquotatype 4 malt beveragedrink
licensefor a fee of fifty dollars ($50). The holderof a Nonquotatype 4 malt beveragedrink licensemay obtain a nonquota
retail malt beveragepackagelicensefor a feeof fifty dollars($50).

(12) A nonrefundablefee of sixty dollars ($60) shall be chargedto processeachnew transitionallicensepursuantto KRS
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243.045.

(13) Other special licensesas the stateboard finds to be necessaryfor the administrationof KRS Chapters241 to 244 and
for the proper regulation and control of the trafficking in malt beverages,as provided for by administrativeregulations
promulgatedby the stateboard.

A nonrefundableapplicationfee of fifty dollars ($50) shall be chargedto processeachnew application for a licenseunder
this section. The application fee shall be applied to the licensing fee if the license is issued,or otherwisethe fee shall be
retainedby the department.

Section34. KRS 154.20—220is amendedto readas follows:

<<KY ST 154.20—220>>

As usedin KRS 154.20—220to 154.20—229:

(I) “Affiliate” meansthe following:
(a) Membersof a family, including only brothers and sisters of the whole or half blood, spouse,ancestors,and lineal
descendantsof an individual;

(b) An individual, and a corporation more than fifty percent (50%) in value of the outstandingstock of which is owned,
directly or indirectly, by or for that individual;

(c) An individual, and a limited liability companyof which more than fifty percent(50%) of the capital interestor profits are
ownedor controlled,directly or indirectly, by or for that individual;

(d) Two (2) corporationswhich are membersof the samecontrolledgroup,which includesand is limited to:

1. One(I) or morechainsof corporationsconnectedthroughstock ownershipwith a commonparentcorporationif:

a. Stock possessingmore than fifty percent(50%) of the total combinedvoting powerof all classesof stock entitled to
vote or more than fifty percent(50%) of the total value of sharesof all classesof stock of eachof the corporations,
exceptthe commonparentcorporation,is ownedby one (1) or more of the othercorporations;and

b. The commonparentcorporationowns stock possessingmore than fifty percent(50%) of the total combinedvoting
powerof all classesof stock entitled to vote or more than fifty percent(50%) of the total value of sharesof all classesof
stock of at least one (1) of the other corporations,excluding, in computing the voting power or value, stock owned
directly by the othercorporations;or

2. Two (2) or more corporationsif five (5) or fewer personswho are individuals, estates,or trusts own stock possessing
more than fifty percent(50%) of the total combinedvoting powerof all classesof stock entitled to vote or more than fifty
percent (50%) of the total value of sharesof all classesof stock of each corporation, taking into account the stock
ownershipof eachpersononly to the extentthe stockownershipis identical with respectto eachcorporation;

(e) A grantorand a fiduciary of any trust;

(f) A fiduciary of a trust and a fiduciary of anothertrust, if the samepersonis a grantorof both trusts;

(g) A fiduciary of a trust and a beneficiaryof that trust;

(h) A fiduciary of a trust and a beneficiaryof anothertrust, if the samepersonis a grantorof both trusts;

(i) A fiduciary of a trust anda corporationmore than fifty percent(50%) in valueof the outstandingstockof which is owned,
directly or indirectly, by or for the trust or by or for a personwho is a grantorof the trust;
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(j) A fiduciary of a trust anda limited liability companymore than fifty percent(50%) of the capital interest,or the interestin
profits, of which is owneddirectly or indirectly, by or for the trustor by or for a personwho is a grantorof the trust;

(k) A corporation,a partnership,or a limited partnershipif the samepersonsown:

1. More thanfifty percent(50%) in valueof the outstandingstockof the corporation;and

2. More thanfifty percent(50%) of the capital interest,or the profits interest,in thepartnershipor limited partnership;

(I) A corporationanda limited liability companyif the samepersonsown:

1. More thanfifty percent(50%) in valueof the outstandingstockof the corporation;and

2. More thanfifty percent(50%) of the capital interestor the profits in the limited liability company;

(m) A partnershipor limited partnershipanda limited liability companyif the samepersonsown:

1. More thanfifty percent(50%) of the capital interestor profits in the partnershipor limited partnership;and

2. More thanfifty percent(50%) of the capital interestor the profits in the limited liability company;and

(n) Two (2) or more limited liability companies,if the samepersonsown morethan fifty percent(50%) of the capital interest
or areentitled to morethan fifty percent(50%) of the capitalprofits in the limited liability companies;

(2) “Approved company”meansan eligible companythathasreceivedfinal approvalfrom the authority;

(3) “Authority” meansthe KentuckyEconomicDevelopmentFinanceAuthority establishedby KRS 154.20—010;

(4) “Colocation tenant” meansan entity that contractswith the owneror operatorfor spacewithin a qualified datacenter
project;

(5) “Commonwealth”meansthe Commonwealthof Kentucky;

(6) “Data centerequipment”:
(a) Meanscomputerequipmentandsoftwarefor the processing,storage,retrieval, or communicationof data,useddirectly
and exclusively in a qualified datacenterproject, including but not limited to:

1. a. Servers;

b. Routers;

c. Connections;

d. Monitoring and securitysystemsfor the datacenterequipment;

e. Fiberoptic cablingandnetworkequipmentleadingto and from the datacenterproject;and

f. Otherenablingmachinery,equipment,andhardware;

regardlessof whetherthepropertyis affixed to or incorporatedinto real property;

2. Equipmentused in the operationof computerequipmentor software or for the benefit of the data centerproject,
including componentparts, installations,refreshments,replacements,and upgrades,regardlessof whetherthe property is
affixed to or incorporatedinto real property;
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3. All equipmentnecessaryfor the transformation,generation,distribution,or managementof electricity that is requiredto
operatecomputerserverequipment.including substations,generators,uninterruptibleenergyequipment,supplies,conduit,
fuel piping and storage,cabling,duct banks,switches,switchboards,batteries,testingequipment,and backupgenerators;

4. All equipmentnecessaryto cool and maintain a controlled environmentfor the operationof the computerserversand
othercomponentsof the datacenterproject, including chillers, mechanicalequipment,refrigerantpiping, fuel piping and
storage,adiabaticand free cooling systems,cooling towers, water softeners,air handling units, indoor direct exchange
units, fans, ducting,and filters;

5. All water conservationsystemsfor the equipment, including facilities or mechanismsthat are designedto collect,
conserve,and reusewater;

6. All computerserverequipment,chassis,networking equipment,switches,racks, fiber optic and coppercabling, trays,
and conduit;

7. All monitoring equipment and security systemsfor the data center project, including security system monitoring
services;

8. All softwareand prewrittencomputersoftwareaccessservices;

9. Extendedwarrant’’ serviceswith respectto datacenterequipment;and

10. Any othertangiblepersonalpropertythat is essentialto the operationsof the qualified datacenterproject,excluding:

a. Electricity usedby a qualified datacenterproject; and

b. Propertyusedfor administrativepurposesat the datacenterproject, including office equipment:and

(b) Doesnot include:

1. Constructionequipment:or

2. Building andconstructionmaterialspermanentlyincorporatedas an improvementto real property;

(7) “Department”meansthe Departmentof Revenue;

(8) “Eligible company”:
(a) Meansany corporation,limited liability company.partnership.limited partnership,sole proprietorship,businesstrust, or
any otherentity with a qualified datacenterproject; and

(b) Includesan operator,an ow’ner, a projectorganizer,and a colocationtenant;

(9) “Eligible costs” means expendituresmade by the preliminarily approved company or approved company after
preliminary approvalfor the purchase,installation,repair, and replacementof datacenterequipmentfor the qualified data
centerproject;

(10) “Final approval” meansthe action taken by the authority to verify that, on or before the fifth anniversaryof the
preliminary approval,the minimum capital investmenthasbeenmade,with respectto the datacenterproject;

(11) “Memorandumof agreement”meansthe agreementbetweenthe eligible companyand the authority executedunder
KRS 154.20—229;

(12) “Operator”:
(a) Meansany entity, otherthanan owner,a projectorganizer,or a colocationtenant:
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1. Operatinga qualified datacenterprojectpursuantto a leaseor othercontractwith the owner; and

2. Responsiblefor the control, oversight,or maintenanceof a datacenterproject;and

(b) Includes:

1. An affiliate of an operator;

2. A licensedpropertymanagementcompany;

3. A property lessor;or

4. Any otherindividual or entity responsiblefor the control,oversight,or maintenanceof a datacenterproject;

(13) “Owner” meansan entity, other than a project organizer,holding fee title to a data centerproject and includesan
affiliate of an owner;

(14) “Preliminary approval” meansthe action taken by the authority to enter into a memorandumof agreementwith an
eligible company;

(15) “Projectorganizer”meansan entity that:
(a) Solely providesqualified datacenterinfrastructurefor a qualified datacenterproject;and

(b) Will enter into or has enteredinto a separateagreementwith anotherentity for the purchase,use, or operationof the
qualified datacenterinfrastructure;

(16) “Qualified datacenterinfrastructure”meansproviding site developmentand organizationfor a qualified datacenter
project, including but not limited to:

(a) An uninterruptible power supply, including electrical substationsand backup generatorsfor safety against power
disruptions;

(b) Availability of waterandnaturalgasservice,including any necessaryinfrastructure;and

(c) Multiple layersof security,including:

1. Physicalsecurityat the datacenterproject, including fencing,entry control and monitoring,or securityguards;

2. Infrastructuremonitoring,including monitoringfor water,power,telecommunications,and internetconnectivity;and

3. Environmentalcontrol measures,including sensorsor responsiveequipmentfor detectingfire, flood, or other natural
disasters;

(17) “Qualified datacenterproject”:
(a) Means:

1. Providingqualified datacenterinfrastructure;

2. Acquiring, leasing,rehabilitating,expanding,or constructingone(1) or morebuildingsthat:

a. Housea group of networkedservercomputersin order to centralizethe storage,management,and disseminationof
dataand information for a singleproject; and

b. Contain:
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i. Dedicatedcooling equipmentfor the computingmachinesand relatedinfrastructure;

ii. Extra capacity for data redundancy,including the ability to maintain or replace equipmentwithout a system
shutdown;and

iii. Physically isolatedsystemsto avoid disruption from both plannedand unplannedevents;or

3. Any combinationof the activities describedin subparagraphsI. and 2. of this paragraph;

(b) Has the following minimum capital investmenton or beforethe fifth anniversaryof the preliminaryapproval:

I. For an owner,operator,or colocationtenant,at least:

a. Four hundredfifty million dollars ($450,000,000)jf locatedin a countyhavingapopulationequalto orgreaterthan
onehundredthousand(100,000,);

b. Onehundredmillion dollars ($100,000,000)if locatedin a county hatingapopulationgreaterthanfifty thousand
(50,000)but lessthanonehundredthousand(100,000;or

c. Twenty-five million dollar ($25,000,000,)if locatedin a countyhavingapopulationof not morethanfifty thousand
(50,000.);

determinedusingthe county‘s populationestimatefrom tile most recent!y availableJive (5) learAmerican
community Survey as publishedby the United StatescensusBureau at the tune of application by the
eligible company;or

2. For a projectorganizer,at leastone hundredfifty million dollars ($150,000.000);

(c) Is located within a consolidatedlocal governmenthaving a populationequal to or greaterthan five hundredthousand
(500,000). deteniinedusing the county’s population estimate from the most recently available five (5) year American
CcmmunitySur’ey as publishedby the United StatesCensusBureauat the time of applicationby the eligible company;

Ed-)-- Doesnot includeany datacenterprojectthat:

I. Will result in the replacementof datacentersexisting in the Commonwealth;

2. Applies for or acceptsany othereconomicdevelopmentincentivesunderKRS Chapter154; or

3. Benefits from the sales and use tax exemption for the sale or purchaseof electricity used in commercialmining of
cryptocurrency:and

(18) “Terni’ meansthe periodof time for which a memorandumof agreementmay be in effect, which shall not exceed:
(a) Fifteen(15) yearsfor a qualified datacenterprojectof a projectorganizer;and

(b) For any otherqualified datacenterproject:

1. Fifty (50) yearsfor a datacenterprojecthaving a capital investmentequal to or greaterthan four hundredfifty million
dollars ($450,000,000);or

2. Twenty-five (25) years for a datacenterprojecthaving a capital investmentless than four hundredfifty million dollars
($450,000.000).
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Section35. 2025 RS HB 566/EN,Section3, is amendedto readas follows:

(1) There is herebycreatedand establishedthe Kentucky HorseRacingand GamingCorporationto regulateall forms of
live horseracing,pari-muttiel wagering,sportswagering,breedintegrity and development,and on and after July 1, 2025,
charitablegaming,in the Commonwealth,exclusiveof the statelottery establishedunderKRS Chapterl54A. It shall be an
independent,de jure municipal corporationand political subdivisionof the Commonwealthof Kentucky which shall be a
public body corporateandpolitic. Thecorporationshall be deemeda public agencywithin the meaningof KRS 6 1.805 and
61.870.The corporationshall be managedin sucha mannerthat enablesthe peopleof the Commonwealthto benefit from
its actionsand to enjoy the bestpossibleracingandgamingexperiences.The GeneralAssemblyherebyrecognizesthat the
operationsof racing and gamingare uniqueactivities for stategovernmentand that a corporatestructurewill bestenable
racing and gaming to be managedin a businesslikemanner.It is the intent of the GeneralAssemblythat the Kentucky
HorseRacingand GamingCorporationshall be accountableto the Governor,the GeneralAssembly,andthe peopleof the
Commonwealth.

(2) (a) 1. The Auditor of Public Accountsshall perform an audit of the corporationonce every four (4) years,a copy of
which shall be sentto the Governorand theLegislativeResearchCommission.

2. A different auditing entity that is qualified to evaluatemunicipal corporationsshall conduct an annual audit of the
corporationonceeachyear in every yearwhen the Auditor of Public Accountsdoesnot perform an audit. A copy of this
audit shall be sentto the GovernorandLegislativeResearchCommission.

3. This first audit conductedunderthis subsectionshall cover fiscal year2024—202520262027.

(b) The corporationshall submit a written annual report to the Governorand the Legislative ResearchCommissionon or
before July 1 of each year. The first report shall be due July 1, 2025. The corporation shall file any additional reports
requestedby the Governor or the Legislative ResearchCommission. The annual report shall include the following
information:

1. The receiptsand disbursementsof the corporation;and

2. Actions takenby the corporation.

(c) The corporationmay submitany additionalinformation andrecommendationsthat the corporationconsidersuseful or that
the Governoror the LegislativeResearchCommissionrequests.

(3) The Kentucky Horse Racing and Gaming Corporationshall be administeredby a board of directors to regulatethe
conductof:

(a) Live horseracing;

(b) Pari-mutuelwagering;

(c) Sportswagering;

(d) Charitablegainingon and after July 1, 2025;

(e) Breedintegrity and development;and

(f) Relatedactivitieswithin the CommonwealthofKentucky.

(4) (a) The corporationshall establishand maintain a generaloffice for the transactionof its businessand may, in its
discretion,establisha branchoffice or offices.

(b) Thecorporationmay hold meetingsat any of its offices or at any otherplaceat its convenience.
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(c) A majority of the voting membersof the corporation shall constitutea quorum for the transactionof its businessor
exerciseof any of its powers.

(5) Exceptas otherwiseprovided,the corporationshall be responsiblefor the following:
(a) Developingand implementingprogramsdesignedto ensurethe safetyand well-beingof horses,jockeys,and drivers;

(b) Developingprogramsand proceduresthat will fulfill its oversightand regulatoryrole on suchmattersas medicalpractices
and integrity issues;

(c) Recommendingtax incentivesand implementing incentive programsto ensurethe strengthand growth of the equine
industry;

(d) Designing and implementing programs that strengthenthe ties between Kentucky’s horse industry and the state’s
universities,with the goal of significantly increasingthe economic impact of the horse industry on Kentucky’s economy,
improving researchfor the purposeof promoting the enhancedhealth and welfare of the horse,and other related industry
issues;

(e) Developingand supportingprogramswhich ensurethat Kentucky remainsin the forefrontof equineresearch;

(f) Designingand implementingprogramsthat supportand ensurebreedintegrity and development;

(g) Developingmonitoringprogramsto ensurethe highestintegrity of sportingeventsand sportswagering;

(h) Developinga programto sharewageringinformation with sportsgoverningbodiesupon which sportswageringmay be
conducted.The programshall be designedto assistthe corporationin determiningpotentialproblemsor questionableactivity
and providereportsto sportsgoverningbodieseffectively;

(i) Developing programsand proceduresthat will fulfill its oversightand regulatoryrole to ensurethe highest integrity in
charitablegaming;

U) Developing programsand proceduresthat will provide oversight and regulation for all current forms of gaming and
wagering;

(k) Annually evaluatingthe allocationand useof funds amongthe purposeslisted in Section 10 of this Act from unredeemed
pari-mutuelvouchers;and

(I) Ensuringthat the correctresponsibilitiesare assignedto eachof its offices asestablishedin KRS 230.232.

(6) (a) The corporationshall conductall procurementsin accordancewith procedureswhich are not inconsistentwith the
provisionsof KRS Chapter45A and this chapter;provided,however,that this chaptershall control if and to the extent that
any provision in this chapteris expresslyinconsistentwith any provision ofKRS Chapter45A.

(b) The corporationmay promulgateadministrativeregulationsestablishingits procurementprocedures.If the corporation
electsto promulgateadministrativeregulationsestablishingits procurementproceduresratherthan conductprocurementsin
accordancewith KRS Chapter45A, the corporationmay include sectionsof KRS Chapter45A as part of its administrative
regulations.

(c) Major procurementsfor personalservicecontractsshall not be subjectto the requirementsof KRS 45A.695(2)(b)due to
the unique operational activities conducted for state governmentby the corporation. The corporation’s procurement
proceduresor administrativeregulationsshall be designedto provide for the purchaseof supplies,equipment,services,and
constructionitems that providethe greatestlong-termbenefitto the stateand the greatestintegrity for the corporationandthe
public.

(d) In its bidding and negotiationprocesses,the corporationmay do its own bidding and procurement,or may utilize the
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servicesof the FinanceandAdministrationCabinet,or a combinationthereof.Thepresidentof the corporationmay, in lieu of
the secretaryof the FinanceandAdministrationCabinet,declarean emergencyfor purchasingpurposes.

(7) Corporationrecordsshall beopenand subjectto public inspectionin accordancewith KRS 61.870to 6 1.884unless:
(a)A recordis exemptedfrom inspectionunderKRS 61.878;

(b) A record involves a tradesecretor otherlegally protectedintellectualpropertyor confidentialproprietaryinformation of
the corporation or of an applicant, licensee,individual, or entity having submitted information of such characterto the
corporation,in which case,theportion of therecordrelatingto thesesubjectsmay be closed;or

(c) The disclosureof the recordcould impair or adverselyaffect the operationalsecurityof the corporationin the regulation
of matterswithin its jurisdiction or could impair or adverselyimpactthe operationalsecurityof applicantsor licensees.

(8) Meetingsof the corporationthroughits boardof directorsshall be opento the public in accordancewith KRS 61.800to
61.850 unless the exceptionsset forth in KRS 61.810 apply or the meeting addressestrade secrets,confidential or
proprietaryinformation, or operationalsecurity issuesas describedin subsection(7)(c) of this section.If this is the case,
the corporationmay meetin closedsessionand shall follow the proceduressetforth in KRS 61.815.

(9) The corporationmay participatein all stateagencyprice contractsto the sameextentas agenciesof the Commonwealth
in accordancewith KRS 45A.050(3).

(10) (a) The corporationis herebyauthorizedto acceptand expendsuchmoneysas may be appropriatedby the General
Assemblyor suchmoneysas may be receivedfrom any sourcefor effectuatingits purposes,including without limitation
the paymentof the initial expensesof administrationandoperationof the corporation.

(b) After the transferto the corporationof any funds appropriatedin fiscal year2024—2025and fiscal year2025—2026for the
administrationof this chapterand KRS Chapter238, the corporationshall be self-sustainingand self-fundedand moneysin
the stategeneralfund shall not be usedor obligatedto pay the expensesof the corporation.

(11) On July 1,2024:
(a) The Kentucky HorseRacing and Gaming Corporationshall assumeall responsibilitiesof the Kentucky Horse Racing
Commission;

(b) The Kentucky Horse Racing Commission shall be abolished and all employeesof the Kentucky Horse Racing
Commissionaretransferredto the corporation;and

(c) All personnel,equipment,andfunding shall be transferredfrom the KentuckyHorseRacingCommissionto the Kentucky
HorseRacingandGamingCorporation.

(12) On July 1,2025:
(a) The office regulating charitable gaming in the Kentucky Horse Racing and Gaming Corporation shall assumeall
responsibilitiesof the Departmentof CharitableGaming;

(b) The Departmentof CharitableGamingshall be abolishedand all employeesof the Departmentof CharitableGamingare
transferredto the corporation;and

(c) All personnel,equipment,and funding shall be transferredfrom the Departmentof CharitableGamingto the Kentucky
HorseRacingandGamingCorporation.

(13) Notwithstandingany other law to the contrary, nothing in this chapteror KRS Chapter238 shall authorize the
corporationto:
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(a) Regulateor control horsesales;

(b) Requirethe licensureof horsebreedersin their capacityas breeders;

(c) Prohibit or restrict any approved,eitherby statuteor administrativeregulation,gameor charitablegamingactivity in use
in the Commonwealthas of July 1, 2025,without action by the KentuckyGeneralAssembly;or

(d) Exercisejurisdiction over matterswithin the exclusivenational authorityof entitiesdesignatedby the laws of the United
Statesof America.

Section36. (1) BeginningJuly 1, 2025,until April 15, 2026, the Kentucky HorseRacing and GamingCorporationshall not
authorizeadditional locations for the play of electronic charity game tickets beyond the office location of the charitable
organization,the location wherethe charitableorganizationis licensedto conductbingo, and the location wherepre-approved
charitablefundraisingeventsare authorized.

(2) Subsection(1) of this sectionshall not:

(a) Preventelectroniccharity gameticket activities and electronic charity game ticket locationsoperatingprior to July 1,
2025, from being resuppliedor updated;or

(b) Apply if the corporationpromulgatesadministrativeregulationsthat regulateelectroniccharity gametickets.

Section 37. The Kentucky HorseRacing and GamingCorporationmay promulgateadministrativeregulationsin accordance
with KRS I 3A.200 to regulateall activities authorizedby KRS Chapters230 and 238 in contemplationof statutesgranting
additional authority to the corporationthat shall go into effect July 1, 2025.

Section38. A claim for refund or credit of a tax overpaymentfor any taxableperiod niadeby an amendedreturn, tax refund
application,or any othermethodon or after the effective dateof this Act, and basedon the amendmentsto subsection(3) of
Section4 of this Act or subsection(3) of Section5 of this Act, shall not be recognizedfor any purpose.

Section39. Sections4 and 5 of this Act shall apply retroactivelyto propertyassessedon or after December31, 2022.

Section40. Sections19 to 24, 26, and35 to 37 of this Act takeeffect on July 1, 2025.

Becamelaw without Governor’ssignatureMarch 27, 2025.
End of Document 02025ThomsonRcuiers No claim to orginni US. GovernmentWorks.
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COMMONWEALTH OF KENTUCKY

BEFORETHE PUBLIC SERVICE COMMISSION

In the Matter of:

ELECTRONICAPPLICATION OF COLUMBIA )
GAS OF KENTUCKY, INC. FOR AN ) CASE NO.
ADJUSTMENT OF RATES; APPROVAL OF ) 2024-00092
DEPRECIATION STUDY; APPROVAL OF TARIFF )
REVISIONS; AND OTHER RELIEF )

ORDER

On April 6, 2024, Columbia Gas of Kentucky, Inc (Columbia Kentucky) filed a

notice of intent to file an applicationseekingan adjustmentof ratesusing a forecasted

test year. On May 23, 20241, Columbia Kentucky filed an applicationpursuantto KRS

278.180,KRS 278.190,KRS 278.192,and 807 KAR 5:001 requesting(1)approvalfor an

adjustmentof rates; (2) approvalof a depreciationstudy and associatedrates;and (3)

approvalof tariff revisions.

BACKGROUND

Columbia Kentucky is a subsidiary of NiSource Gas Distribution Group Inc.

(NiSource Distribution), which is a subsidiaryof NiSource, Inc (NiSource), a Delaware

corporation.2 Columbia Kentucky is headquarteredin Lexington, Kentucky.3 Columbia

Kentuckyprovidesnaturalgasserviceto approximately138,000residential,commercial,

1 on May 16, 2024, Columbia Kentucky tenderedits application. On May 22, 2024, Columbia
Kentucky was notified the applicationwas deficient. On May 23, 2024, Columbia Kentucky resolvedthe
deficiencies,and the applicationwasdeemedfiled.

2 Application at 2.

Application at 1.
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and industrial customers,in 30 Kentucky counties.4 Columbia Kentucky owns and

operatesapproximately2,600 miles of naturalgaspipeline. Columbia Kentucky’s most

recentgeneralratecasewasCaseNo. 2021-00183.

The Attorney General of the Commonwealthof Kentucky, by and through the

Office of Rate Intervention(Attorney General);Kentucky Industrial Utility Customers,Inc.

(KIUC); and two entitiesactingjointly, InterstateGasSupply, Inc. (IGS) and Constellation

New Energy-Gas Division (CNEG) (collectively, Joint lntervenors) were granted

intervention in this proceeding.6 Pursuantto a procedural scheduleestablishedon

June5, 2024, Columbia Kentucky filed direct and rebuttal testimony,and respondedto

multiple rounds of discovery.7 By the same Order, the Commission suspendedthe

effective dateof the proposedratesfor six months,up to and including January1, 2025.

On August 14, 2024, all intervenorsfiled direct testimony.

By OrderdatedJune25, 2024,a hearingwasscheduledin this matterto beginon

October 21, 2024.8 Prior to the hearing, on October 14, 2024, a Joint Stipulation,

SettlementAgreement,and Recommendation(JointSettlement)from all partieswasfiled

by Columbia Kentucky into the record along with Joint Settlementtestimonyfrom Judy

Cooper,ColumbiaKentucky’s Directorof RegulatoryAffairs. Additionally, on October14,

‘ Application at 1-2.

CaseNo. 2021-00183,ElectronicApplicationof ColumbiaGasof Kentucky, Inc. for anAdjustment
of Rates;Approval of Tariff Revisions;Issuanceof a Certificateof Public ConvenienceandNecessity;and
OtherRelief (Ky. PSCDec. 28, 2021), Order.

6 Order(Ky. PSCJune5, 2024); Order (Ky. PSCJune14, 2024); Order (Ky. PSCJune28, 2024).

ColumbiaKentuckyfiled responsesto discoveryon May 30, 2024,July 10, 2024,August7, 2024,
September11, 2024, October 4, 2024, and November 15, 2024. Columbia Kentucky also filed
supplementalresponsesupdatingits ratecaseexpensethroughoutthe proceeding.

8 Order (Ky. PSCJune25, 2024)at 1.
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2024,ColumbiaKentuckyfiled a joint motion to excusewitnesses.On October17, 2024,

ColumbiaKentuckyfiled an Erratato the Joint SettlementTestimonyof JudyCooper. By

OrderdatedOctober17, 2024,the Commissionexcusedtwelve of the parties’witnesses.

A formal hearingwas held on October21, 2024. Columbia Kentucky and the Attorney

General respondedto one round of post-hearingdiscovery. On November20, 2024,

ColumbiaKentuckyand KIUC filed post-hearingbriefs. This matternow standssubmitted

for a decision.

LEGAL STANDARD

Pursuant to KRS 278.030(1), the Commission’s statutory obligation when

reviewing a rateapplicationis to determinewhetherthe proposedratesare ‘fair, just and

reasonable.”9Columbia Kentucky bearsthe burdenof proof to showthat the proposed

ratesarejust and reasonableunderthe requirementsof KRS 278.190(3).

Pursuantto KRS 278.2207(1)(a),“servicesand productsprovidedto the utility by

an affiliate shall be pricedat the affiliate’s fully distributedcostbut in no eventgreaterthan

marketor in compliancewith the utility’s existing USDA, SEC, or FERC approvedcost

allocation methodology.” Further, “[i]n any formal commissionproceedingin which cost

allocation is at issue,a utility shall providesufficient information to documentthat its cost

allocation proceduresand affiliate transactionpricing are consistentwith the provisions

of this chapter.”1° If a utility hasfailed to providesufficientevidenceof its compliance,the

KRS 278.030;Pub. Serv. Comm’n v. Corn. Exrel. Conway,324 S.W.3d373, 377 (Ky. 2010).

10 KRS 278.2209.
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Commissionmay “[o]rder that the costsattachedto any transactionbe disallowedfrom

rates.”11

Even though Columbia Kentucky, KIUC, Joint Intervenors, and the Attorney

Generalhave filed a Joint Settlementthat purports to resolve all of the issuesin the

pendingapplication,the Commissioncannotforego its responsibilityto determinewhat

constitutesfair, just and reasonablerates. The Commissionmust reviewthe record in its

entirety, including the Joint Settlement,and apply its expertiseto makean independent

decisionasto the level of rates,including termsand conditionsof service,that should be

approved.To satisfy its statutoryobligation, in this case,the Commissionhasperformed

its traditional ratemakinganalysis,which consistsof reviewing the reasonablenessof

eachrevenueandexpenseadjustmentproposedor justified by the record.

APPLICATION

ColumbiaKentuckyproposedthe following in its application:

1. Columbia Kentucky proposedto adjust its tariffed ratesby an increaseof

$23,773,019in order to continueto provide safeand reliable naturalgasserviceat the

lowest reasonableratesto its customers.The proposalwould result in an approximate

15.81 percentincreasein Columbia Kentucky’s revenue. For the averageresidential

customerconsuming5.5 Mcf of naturalgasper month, this will equateto an increaseof

$7.28per month in their averagebill.12

1 KRS 278.2211(1)(b).

12 Application at 2.
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2. ColumbiaKentuckyproposeda Returnon Equity (ROE) in a rangeof 10.55

to 11 .05 percent.ColumbiaKentuckystatedthata reasonablepointestimateof Columbia

Kentucky’s costof equity in the currentmarketenvironmentis 10.80 percent.13

3. ColumbiaKentucky’s proposedcostof capitalwas8.01 percent.14

4. Columbia Kentuckyestimatedits 13-monthaveragecapital structureratios

for the fully forecastedtest year as of December31, 2025 at 45.53 percentlong-term

debt, 1.83 percentshort-termdebt, and 52.64percentequity.15

5. ColumbiaKentuckyrequestedapprovalof the DepreciationStudyprepared

by JohnSpanos.ColumbiaKentuckyrequestedthat the new depreciationratesbecome

effectiveon and after the effectivedateof its new rates.16

6. Columbia Kentucky requestedthat the Commissionapprovethe allocation

amongcustomerclassesand certainchangesin the designof its tariffed ratesaswell as

adjustthe customerchargesto betterreflect the underlyingcostsof providing safeand

reliable service.17

7. Columbia Kentucky proposedto modify the customerchargeprovision of

rate scheduleMain Line Delivery Service(MLDS18) to segmentthe applicablerate into

13 Application, Volume 2, Tab 22, Direct Testimonyof Vincent Rea(ReaDirect Testimony)at 3-4.

14 ReaDirect Testimonyat 4.

15 ReaDirect Testimony,AttachmentVVR-6.

16 Application at 3.

17 Application at 3.

18 The rate classfor Main Line Delivery Service has been abbreviatedas MLDS” or “DS-ML”
throughoutthe proceeding.For thesakeof consistency,the Commissionwill referto the Main Line Delivery
Serviceclassas“MLDS” in this Order.
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two blocks by establishingtwo different customerchargesbasedupon the customers’

Annual TransportationVolume.19

8. Columbia Kentucky proposedto remove the Late PaymentPenalty for

residential service currently included in the General Terms, Conditions, Rules and

RegulationsTariff, SheetNo. 7420

9. Columbia Kentucky proposedto continue recoveryof Safety Modification

and ReplacementProgram (SMRP) investmentsthrough the ongoing SMRP Rider.

ColumbiaKentuckydid not proposeto roll SMRP investmentsinto baserates. Columbia

Kentucky proposedto modify the provisions of rate scheduleSMRP Rider to include

uncollectibleexpense,not recoveredthroughbaserates,in the calculationof the revenue

requirementof future SMRPfilings.21

10. ColumbiaKentuckyproposedto recoverits ratecaseexpenseovera period

of oneyear.22

11. Columbia Kentucky proposedto reinstateTariff Sheet7a as the StateTax

AdjustmentFactor(TAAF). This amendedtariff would be utilized to implementtheeffects

of future changesin statetax law resulting from the action or inaction of the Kentucky

GeneralAssembly. The TAAF could be a collection from, or credit to, customersbased

uponthe statetax law. TheTAAF would be setat zerountil the effectivedateof anystate

tax changes.23

19Applicationat3, 10.

20 Application at 3, 9.

21 Application at 3, 9.

22 Application at 10.

23 Application at 3.
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JOINT SETTLEMENT

The Joint Settlementreflected the proposedagreementof Columbia Kentucky,

Attorney General, KIUC, and Joint lntervenors.24 In its post-hearingbrief, Columbia

Kentuckystatedthat the JointSettlementis the resultof constructivenegotiationsamong

the partiesand providesa balancedresolutionto this proceeding.25Columbia Kentucky

argued that the Joint Settlementallows Columbia Kentucky to collect fair, just and

reasonablerates that are non-exploitative.26 Columbia Kentucky noted that the Joint

Settlementprovidesa resolutionto all matterspresentedin Columbia’sapplicationand

doesnot createnew precedent.2’ColumbiaKentuckyexplainedthat, while no individual

partywould haveagreedto eachof theseadjustmentsin isolation, the compromisesthat

were reachedwere of benefit to each party to the Joint Settlement, including the

residentialratepayerswhoseinterestswere representedby the Attorney General.28The

Joint Intervenorsandthe AttorneyGeneraldid not file a brief.29 KIUC filed a post-hearing

brief and reiteratedits position in supportof the rate design, in particular,aswell as the

settlementasa whole.3°

A summaryof the provisionscontainedin the Joint Settlementis asfollows:

• Columbia Kentucky’s adjusted base rate revenue requirement for the
forecastedtestyearof January1, 2025,throughDecember31, 2025,would be

24 Joint Settlement(filed Oct. 14, 2024): an Errata was filed to the Joint Settlementlabeled
SupplementalTestimonyof Judy cooper(CooperErrataSupplementalTestimony)(filed Oct. 17, 2024).

25 ColumbiaKentucky’s Post-HearingBrief (filed Nov. 20, 2024)at 8.

26 ColumbiaKentucky’s Post-HearingBrief at 8.

27 ColumbiaKentucky’s Post-HearingBrief at 8.

28 ColumbiaKentucky’s Post-HearingBrief at 22.

29 Joint Intervenorsdid file a notice of non-filing for a brief (filed Nov. 20, 2024).

3° KIUC’s Post-HearingBrief (filed Nov. 20, 2024).
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$164.671million. This representsan increaseof $14.313million over the test
year revenuethat would be collected at current rates,an overall increasein
baseratesof 9.52 percent.

• Thethirteen-monthaverageratebasefor theforecastedtestperiod is $509.471
million.

• Columbia Kentucky’s authorizedROE would be 9.75 percentfor natural gas
baserates.

• Columbia Kentucky’s long-termdebt rate included in the costof capital would
be 4.8 percent.

• ColumbiaKentucky’s short-termdebtrate included in the costof capitalwould
be 5.25 percent.

• Columbia Kentucky’s capital structurewould be 52.64 percentequity, 45.53
percentlong-termdebt, and 1 .83 percentshort-termdebt.

• Columbia Kentucky’sweightedaveragecostof capitalwould be 7.41 percent.

• The adjustedrevenuerequirementreflectsa reductionto rate baseof Green
Path Rider costsof $58,277,which reducedthe originally proposedrevenue
requirementby $0.005million (or approximately$5,000);and inclusion of cash
working capital in rate basewhich reducedthe originally proposedrevenue
requirementby $0.851 million (or approximately$851,000).

• Columbia Kentucky’s adjusted revenuerequirementreflects a reduction of
long-term incentive compensation,a portion of which is tied to the financial
performanceof the Company,which reducedthe originally proposedrevenue
requirementby $1 .590 million.

• Columbia Kentucky’s adjusted revenuerequirementreflects a reduction of
short-termincentivecompensationand profit sharingcoststied to the financial
performanceof Columbia Kentucky, which reducedthe originally proposed
revenuerequirementby $1.609million.

• Columbia Kentucky’s adjusted revenue requirementreflects a reduction of
401(k) contributions for employeeswho are also covered under a defined
benefit plan, which reducedthe originally proposedrevenuerequirementby
$0.296million (or approximately$296,000).

• Columbia Kentucky’s adjusted revenuerequirementreflects a reduction of
PensionRestorationPlan expenses,which reducedthe originally proposed
revenuerequirementby $0.006million (or approximately$6,000).
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• Columbia Kentucky’s adjusted revenue requirementreflects a reduction of
SupplementalExecutive RetirementPlan (SERP) costs, which reducedthe
originally proposedrevenuerequirementby $0.054 million (or approximately
$54,000).

• Columbia Kentucky’s adjusted revenuerequirementreflects a reduction of
AmericanGasAssociation(AGA) Dues,which reducedthe originally proposed
revenuerequirementby $0.021 million (or approximately$21 ,000).

• Columbia Kentucky’s adjusted revenuerequirementreflects a reduction of
GreenPathRideramortizationexpense,which reducedtheoriginally proposed
revenuerequirementby $0.020million (or approximately$20,000).

• Columbia Kentucky should recover its actual rate case expense,to be
determinedin its final monthly adjustmentto be filed on or before November
30, 2024, over a three-yearperiod, without carrying charges,and may be
deferred, amortized, and recoveredbeginning on the effective date of the
revisedtariffs.

• Columbia Kentucky agreed to withdraw its proposal for a State Tax Act
AdjustmentFactorTariff.

• Columbia Kentucky agreedto withdraw its proposal for an ROE applied to
capital recoveredby the SMRP Rider to be equalto that of the ROE appliedto
baserates. Columbia Kentucky agreedto include this requestas part of its
annualSMRPfiling in CaseNo. 202400328.31

• Subjectto theexclusionssetforth below, ColumbiaKentuckyagreedto not file
an applicationto adjustthe baserateswheresuchadjustmentwould havean
effectivedateat the conclusionof the Commission’ssuspensionperiod under
KRS 278.190, for service renderedprior to Unit I of Columbia Kentucky’s
January2027 billing cycle. The partiesagreedthat Columbia Kentucky may
file an applicationprior to January1, 2027,providedthe effectivedateof rates,
oncesuspendedby the Commission,in accordancewith KRS 278.190,arenot
effective for servicerenderedprior to Unit 1 of Columbia Kentucky’s January
2027 billing cycle. Notwithstanding the base rate stay-out commitment
describedabove,Columbia Kentucky retainedthe right, at any time, to seek
approvalfrom the Commissionof the following:

o The deferralof costs,aspermissible,underthe Commission’sstandard
for deferrals,including:

31 CaseNo. 2024-00328,ElectronicApplication of Columbia Gasof Kentucky, Inc. for Its Annual
SafetyModification andReplacementProgramFiling (filed Oct. 15, 2024).
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• An extraordinary, nonrecurringexpensewhich could not have
reasonablybeenanticipatedor included in the utility’s planning;

• An expenseresultingfrom a statutoryor administrativedirective;

• An expensein relation to an approvedindustry initiative; or

• An extraordinaryor nonrecurring expensethat over time will
result in a savingsthat fully offsetsthe costs.

o Emergency rate relief under KRS 278.190(2) to avoid a material
impairmentor damageto creditor operations;

o Adjustments to the operation of any of Columbia Kentucky’s now
existing,or future, costrecoverysurchargemechanisms(e.g.,GasCost
Adjustment,WeatherNormalizationAdjustment,Energy Efficiency and
ConservationRider, Rider SMRP, Local FranchiseFeesand Taxes,
etc.,); and

o During the effective stay-out period, Columbia Kentucky reservesthe
right to seeknecessaryrate relief and/oraccountingtreatmentfor costs
or programsrequireddueto changesin law or regulations,including but
not limited to, changes in tax rates, or changes to existing, or
implementation of new, environmental (e.g., federal or state
EnvironmentalProtectionAgency rules) or safety (e.g., United States
Pipeline and HazardousMaterials SafetyAdministration rules or state
administrative pipeline safety rules) compliance costs applicable to
naturalgasoperationsthat may occurduring the stay-outperiod.

• All other tariff changesproposed in the Columbia Kentucky’s application,
including the inclusionof uncollectibleexpenseinto the SMRPandthe removal
of the Late PaymentPenaltyfor residentialservice,should be approved.

• ColumbiaKentucky preparedproof of revenuesheetsto demonstratethat the
ratessetforth in the tariffs will generatethe revenueneededto recoverthetest
yearrevenuerequirementto which the partieshaveagreed.

• The revenuerequirementwould be allocatedamongColumbiaKentucky’s rate
classesas proposedin the application, with one exception. Any increase
resultingfrom this proceedingin RateDS would be allocatedin equal portions
to the first two block usageratesof RateDS. The proposedallocationby class
is asfollows:

Allocation of RevenueIncreaseby RateClass
GSR/GTR GSO/GTO/GDS IS/DS IUS MLDS
64.660% 27.626% 7.478% 0.012% 0.224%
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• The rateschedulefor RateMLDS will include two separatecustomercharges
basedon the customer’sannualtransportationvolume. MLDS customerswho
useup to 400,000Mcf of gas in a yearwould be assesseda $300 per month
chargewhile a MLDS customerwho usesover 400,000Mcf of gas in a year
would be assessed$600 per month.

• The monthly Residentialcustomerchargewill be $21 .25 per billing period,
which is an increaseof $1 .50 from the currentcustomerchargeof $19.75per
billing period and a reductionof $5.75 from the originally proposedcustomer
chargeof $27.00.

• All otherrequestsin ColumbiaKentucky’s applicationshouldbe approved.

• In additionto the $21,500committedin calendaryear2024,ColumbiaKentucky
agreedto contributean additional$50,000to low-incomeenergyassistancein
2024. In calendaryear2025,ColumbiaKentuckyagreedto contribute$50,000
to low-income energy assistance. In calendar2026, Columbia Kentucky
agreedto contribute $50,000 to low-income energy assistance. Columbia
explained that thesecontributions are to be derived from the shareholder
profits.

• Columbia Kentucky’s DepreciationStudy and related accountingtreatments
should be approvedwith an effective dateof the new deprecationratesto be
the sameday that ColumbiaKentucky’s new baseratesbecomeeffective.

• The Suppliers’discount,as it relatesto ColumbiaKentucky’sChoiceProgram,
on accountsreceivablein recognition of Columbia Kentucky’s risk shall be
reduced from 2.0 percent to 1 .75 percent. The Parties agreed that the
Commissionschedulethe next meetingof the working group orderedin Case
No. 20210038632during the week of April 13, 2025 or the week of April 20,
2025.

TEST PERIOD

ColumbiaKentuckyused,asits forecastedtestperiod,the 12-monthperiodending

December31, 2025, and a baseperiod thatwasthe 12-monthsendingAugust31, 2024,

including actualdatafor the period September1, 2023, through February29, 2024, and

32 CaseNo. 2021-00386,Electronic Tariff Filing of Columbia Gas of Kentucky, Inc. to ExtendIts
Small Volume GasTransportationService(Ky. PSCAug. 7, 2024).
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forecasteddata for the period March 1, 2024, through August 31, 2024. Columbia

Kentuckyprovideddetailedmonthly incomestatementsfor eachforecastedmonth of the

baseperiod asthe databecameavailable.

None of the intervenorscontestedthe use of this period as the test period or

suggestedan alternative test period. The Commission otherwise finds Columbia

Kentucky’s forecastedtest period to be consistentwith the provisionsof KRS 278.192

and KAR 5:001, Sections16(6), (7), and (8). Therefore,the Commissionacceptsthe

forecastedtestperiod proposedby ColumbiaKentuckyfor usein this proceeding.

VALUATION

Pursuantto KRS 278.290(1),the Commissionis empoweredto “ascertainand fix

the value of the whole or any part of the propertyof any utility,” and, in doing so, is given

guidanceby the legislature“in establishingvalue of utility property in connectionwith

rates,” and the Commission must “give due consideration”to a number of factors,

including capital structure,original costand “other elementsof value recognizedby law”

in order to ascertainthe value of any property under KRS 278.290 “for rate-making

purposes.” In its application,Columbia Kentucky proposedto usethe rate basemethod

to calculateits revenuerequirementand required increase.34As explainedbelow, the

Commissionhas weighed the evidencefiled in the caseand in support of the Joint

Settlementand finds that Columbia Kentucky’s baseratesshould be basedon a 13-

month averagetestperiod ratebaseof $509.471million.35

Application at 4-5.

Application, Volume 8, Tab 79, ScheduleA.

Joint Settlementat 3.
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DISCUSSIONAND FINDINGS

Having reviewed the evidenceand being sufficiently advised, the Commission

acceptsthe Joint Settlementas discussedbelow. The Joint Settlement,as a whole,

resultsin fair, just and reasonablerates. However,the Commission’sdecisionto accept

the termsof the Joint Settlementdoesnot constituteapprovalof any individual item and

is not intendedto createprecedentfor similar items in future rate cases,whetherthe

applicantbe ColumbiaKentuckyor a different utility.

REVENUE REQUIREMENT

ProposedAdiustments

In its application,ColumbiaKentuckypresentedits adjustmentsin multiple steps.36

First, the unadjustedbaseperiod included actual costsfrom September2023 through

February2024 and forecastedcostsfrom March 2024 through August 2024 basedon

ColumbiaKentucky’sunadjustedbudget.Theadjustedbaseperiod includedadjustments

to remove 2024 SMRP revenuesand expensesand misclassified Operating and

Maintenance(O&M) expenses.Then,ColumbiaKentuckymadeadjustmentsto bring the

adjustedbaseperiod to the unadjustedforecastedperiod of January2025 to December

2025, basedon the 2025 budget. Finally, Columbia Kentucky proposedratemaking

adjustmentsto the unadjustedforecastedperiod to find the adjustedforecastedperiod.

36 ColumbiaKentucky’s Responseto Deficiency Letter (filed May 23, 2024)at unnumberedpages
1—2.
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RateBaseAdjustments

CashWorking Capital (CWC). For the forecastedtest-year,Columbia Kentucky

calculated a CWC reduction to rate baseof $9.746 million using a lead/lag study.37

ColumbiaKentuckyalso calculateda CWC increaseto rate baseof $6.608million using

the 1/8th O&M expenseformula38 Ratherthan applying either adjustment,Columbia

Kentucky madenone. Columbia Kentucky statedthat it would not usethe calculated

CWC adjustmentbecausethe resultsof the two methodsusedto calculatethe CWC,

mentionedabove,variedsignificantly.39 ColumbiaKentuckyalsostatedthataccumulated

deferredincometaxes(ADIT) of $3.491 million wereassociatedwith cashworking capital

but removedto matchColumbia Kentucky’s requestfor zeroCWC adjustment.4°

The Attorney Generaldisagreedwith ColumbiaKentucky’s rationaleof not making

a CWC adjustment.41The Attorney Generalcited to ColumbiaKentucky’s previousrate

casewhere the Commissionordered Columbia Kentucky to perform a lead/lag study

excluding noncashitems and balancesheetadjustments.42The Attorney Generalthen

cited to previousCommissionorderswheretheCommissionstatedthatthemostaccurate

way to determinethe CWC componentof rate baseis a lead/lagstudy.43 The Attorney

Application,Volume 3, Tab 25, DirectTestimonyof Kevin L. Johnson(JohnsonDirectTestimony)
at 16.

38 JohnsonDirect Testimonyat 17.

JohnsonDirect Testimonyat 17.

40 Application, Volume 8, Tab 80, ScheduleB-i.

41 Attorney General’sDirect Testimonyof John Defever(DefeverDirect Testimony)(filed Aug. 14,
2024) at 7.

42 DefeverDirect Testimonyat 7 citing CaseNo. 2021-00183,Dec. 28, 2021 Orderat 14.

Defever Direct Testimony at 7 citing Case No. 2021-00190,Electronic Application of Duke
EnergyKentucky, Inc. for 1) An Adjustmentof the Natural GasRates;2) Approval of New Tariffs, and3)

-14- CaseNo. 2024-00092



Generalnoted a Commissionorderwhere the Commissionstatedthat, for a significant

number of years, the Commission has routinely determineda utility’s CWC needs,

assumingthe useof rate baseto determinethe revenuerequirement,using the lead/lag

methodology.44 The Attorney General recommendedusing a $9.402 million working

capital reductionto rate basewhich would have reducedColumbiaKentucky’s revenue

requirementby $O.926 million.45 The Attorney General’sadjustmentincluded interest

synchronizationbut did not includeADIT relatedto CWC.46

In the Joint Settlement,the Partiesagreedto apply a $O.851 million reductionto

the revenuerequirementto reflectthe inclusionof CWC in ratebasebasedon the lead/lag

study.41 Columbia Kentucky confirmed that the adjustment excluded interest

synchronization48and ADIT.49

Having reviewed the record and being otherwise sufficiently advised, the

Commissionfinds that this provision of the Joint Settlementis reasonableand shouldbe

All OtherRequiredApprovals, Waivers, andRelief (Ky. PSCDec. 28, 2021), Orderat 15; CaseNo. 2021-
00214,ElectronicApplication of Atmos EnergyCorporationforAn Adjustmentof Rates,(Ky. PSCMay 19,
2022),Orderat 20; CaseNo. 2022-00147, ElectronicApplication of WaterServiceCorporationof Kentucky
fora GeneralAdjustmentinExistingRatesanda Certificateof Public ConvenienceandNecessityto Deploy
AdvancedMeteringInfrastructure(Ky. PSCApril 12, 2023), Orderat 18; CaseNo. 2023-00191,Electronic
Application of Kentucky-AmericanWater Companyfor an Adjustmentof Rates,A Certificate of Public
Convenienceand Necessityfor Installation of AdvancedMetering Infrastructure,Approval of Regulatory
andAccounting Treatments,and Tariff Revisions(Ky. PSCMay 3, 2024), Orderat 9.

‘‘1 DefeverDirect Testimonyat 7.

“ DefeverDirectTestimonyat 8. TheAttorneyGeneral’sproposedCWC amountincludedchanges
to O&M expensesto matchproposedadjustmentsin thoseexpenses.

CooperErrataSupplementalTestimonyat 8 andColumbiaKentucky’sResponseto Commission
Staff’s Post-HearingRequestfor Information (Staff’s Post-HearingRequest)(filed November15, 2024),
Item 16a.

CooperErrataSupplementalTestimonyat 7.

48 CooperErrataSupplementalTestimonyat 8.

‘ ColumbiaKentucky’s Responseto Staff’s Post-HearingRequest,Item 16a.
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approved.As noted by the Attorney General,the Commissionhasconsistentlyheld that

the mostaccuratemethodof estimatingCWC is a lead/lagstudythat excludesnon-cash

items. The Commissionwill only setCWC to zero in the absenceof a correctlycompleted

lead/lagstudy.5° In this case,ColumbiaKentuckyfiled an acceptablycompletedlead/lag

study, and the resultsof that study should be usedto set the CWC componentof rate

base. Additionally, becausethe ADIT relatedto CWC doesnot stem from accelerated

depreciation,51thereare no normalizationviolations from excludingthoseamountsfrom

the adjustment.

CustomerDeposits. ColumbiaKentuckyproposedno adjustmentsto its customer

deposits. The Attorney GeneralaskedColumbia Kentucky about its depositsand the

monthly depositamounts.52 Columbia Kentucky confirmed that it did not include the

depositsin ratebase.53However,theAttorneyGeneralassertedthatColumbiaKentucky

did include the accompanyinginterest in baserates. Therefore,the Attorney General

recommendedthat the Commissionshould either include the depositsin rate baseor

excludethe accompanyinginterestexpense.54

51 ColumbiaKentucky’s Responseto Staff’s Post-HearingRequest,Item 16b.

51 ColumbiaKentucky’s Responseto Staff’s Post-HearingRequest,Item 16b.

52 Columbia Kentucky’s Responseto Attorney General’sFirst Requestfor Information (Attorney
General’sFirst Request),Item 67.

Columbia Kentucky’sResponseto Attorney General’sFirst Request,Item 67(a).

DefeverDirect Testimonyat 8-1 1.
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Columbia Kentucky provided rebuttal testimonyon the issue,clarifying that both

customerdepositsandthe correspondinginterestwereexcludedfrom baserates.55The

Joint Settlementdid not acceptthe adjustmentas proposedby the Attorney General.56

However, the Commission will accept the Joint Settlement on this issue

consideringthe evidencesupportsthat Columbia Kentucky did not include customer

depositsin rate baseor interestexpensein the forecastedtestyear.

GreenPathRider. ColumbiaKentuckyproposedno adjustmentsto its GreenPath

Rider, which was denied in CaseNo. 2022-00049.CommissionStaff askedaboutthe

miscellaneoussoftware investment related to the Green Path Rider.58 Columbia

Kentuckystatedthat miscellaneoussoftwareinvestmentwas relatedto work neededto

bill and provide reporting capabilities prior to the Commission’s denial of Columbia

Kentucky’s requestfor approvalof the Rider on October30, 2023.

In the Joint Settlement,the Partiesagreedto a $0005 million (or approximately

$5,000) reduction of Columbia Kentucky’s originally proposedrevenuerequirementfor

the return component, and a $0.020 million (or approximately $20,000) revenue

requirementreductionto removethe relatedamortizationexpense.6°

ColumbiaKentucky’s RebuttalTestimonyof JeffreyGore (Gore RebuttalTestimony)(filed Sept.
20, 2024) at 2-3.

56 Joint Settlement,AttachmentA.

CaseNo. 2022-00049,ElectronicApplication of Columbia Gasof Kentucky, Inc for Approvalof
the GreenPathRiderProgram(Ky. PSCOct. 30, 2023), Order.

ColumbiaKentucky’s Responseto CommissionStaff’s Fifth Requestfor Information (Staff’s Fifth
Request),Item 5.

ColumbiaKentucky’s Responseto Staff’s Fifth Request,Item 5.

60 CooperErrataSupplementalTestimonyat 7.
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Having reviewed the record and being otherwise sufficiently advised, the

Commissionfinds that this provision of the Joint Settlementis reasonableand shouldbe

approved

O&M Adjustments

Rate Case Expense. Columbia Kentucky proposed to remove the annual

amortization rate caseexpensefrom Case No. 20210018361of $0.197 million and

included an estimated rate case expenseof $1.142 million.62 Columbia Kentucky

proposedto amortizethis expenseover a one-yearperiod.63

The Attorney Generaldisagreedwith the use of a one-yearamortizationperiod,

statingthat, ColumbiaKentuckywill collect the ratecaseexpenseannuallyuntil ratesare

reset.64TheAttorneyGeneralcited to the fact thatColumbiaKentuckydoesnot presently

plan to file a rate casein 2025.65 The Attorney Generalusedthe last six rate casesto

determinethat, on average,Columbia Kentucky has3.4 yearsbetweenfilings.66 Based

on this, the Attorney Generalproposedamortizing Columbia Kentucky’s proposedrate

caseexpenseof $1.142million over threeyearsor approximately$381,000annually.67

The Attorney General stated that this would reduce the revenue requirement by

61 CaseNo. 2021-00183,Dec. 28, 2021 Order.

62 Application, Volume 8, Tab 82, ScheduleD at 28 (ScheduleD-2.6F).

63 Application, Volume 8, Tab 82, ScheduleD-2.6F.

“ DefeverDirect Testimonyat 13.

DefeverDirect Testimonyat 13.

66 DefeverDirect Testimonyat 14.

67 DefeverDirect Testimonyat 14.
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approximately $766,000.68 No other intervenors provided testimony on rate case

expense.

In the JointSettlement,the Partiesagreedthat ColumbiaKentuckyshouldrecover

its actualratecaseexpenseasof its filing on or beforeNovember30, 2024, and that the

recoveryof this amountshouldbe spreadover a threeyearperiod.69 ColumbiaKentucky

filed its actual final rate caseexpenseon December2, 2024.70 The amount to be

recoveredis $688,246.

Having reviewed the record and being otherwise sufficiently advised, the

Commissionfinds that this provision of the Joint Settlementis reasonableand shouldbe

approved. The Commissionfinds that a three-yearamortizationperiod is appropriate

given the stay out provision in the Joint Settlementand consideringthreeyears is the

standardamortizationperiod.71 Furthermore,the Commissionagreeswith the Attorney

Generalthat a one-yearamortizationperiod would not havebeenappropriatebasedon

Columbia Kentucky’s previous rate cases. The Commissionfinds that basedon the

updateprovided by Columbia Kentucky on December2, 2024, and using the proposed

three-yearamortizationperiod, the final rate caseexpensethat should be included in

base rates is $0.688 million (or approximately $688,000) or $0.229 million (or

approximately$299,000)overthreeyears.This reducesColumbiaKentucky’s estimated

68 DefeverDirect Testimonyat 14.

69 Joint Settlementat 9.

° ColumbiaKentucky’s Updateto Staff’s First Requestfor Information, Item 14.

71 Seei.e. CaseNo. 2023-00191,May 3, 2024, Order at 23 (Note that a RehearingOrder was
enteredin this caseon Nov. 6, 2024 but was unrelatedto amortizationof ratecaseexpense.).
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rate caseexpenseof $1.142 million over one year by $0.918 million (or approximately

$918,000).

CorporateAircraft Expense. Columbia Kentucky statedthat NiSourceCorporate

Services Company (NCSC) allocated approximately $251,000 in corporate aircraft

expensesto ColumbiaKentuckyfor corporateaircraft use.72 Columbia Kentucky stated

that the aircraft wasusedto transportNiSourceemployeesfor businesspurposes73and

arguedthat corporateaircraft expenseswere prudently incurred, reasonablecostsof

doing businessciting reduceddown time waiting for flights, a secureenvironmentfor

sensitivebusinessmatters,anda reliableandsecuresourceof internetaccessto perform

job functions when using the corporateaircraft.74 The corporateaircraft expensesare

allocatedto ColumbiaKentuckyaspart of its NCSC corporateservicebill and include no

direct expensesfor ColumbiaKentucky.75

The Attorney Generalarguedthat Columbia Kentucky did not demonstratethat

thesecostsprovide any benefitsto ratepayers.76The Attorney Generalpointed to the

fact that Columbia Kentucky did not comparecostsof commercialflights to the costsof

utilizing the corporatejet citing that ColumbiaKentuckystatedthat it would be impractical

to attemptto quantify an exactsavingscreatedby the useof corporateaircraft compared

to flights using commercialairlines.77 The Attorney Generalcited to otherjurisdictions

72 Columbia Kentucky’s Responseto Attorney GeneralsFirst Request,Item 64a.

Columbia Kentucky’s Responseto Attorney GeneralsFirst Request,Item 64e.

‘‘ Columbia Kentucky’s Responseto Attorney General’sFirst Request,Item 64g.

Columbia Kentucky’s Responseto Staff’s Fourth Request,Items 10-11.

76 DefeverDirect Testimonyat 16.

DefeverDirect Testimonyat 15.
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that excludethesecosts.’8 The Attorney Generalproposedremovingthe total expense

associatedwith the corporatejet from the forecastedtest year, which would result in a

reduction of approximately$251,000 from the total revenuerequirement.79 No other

intervenorsprovidedtestimonyon corporateaircraft expense.

In its rebuttal testimony, Columbia Kentucky cited the samereasonsas listed

above as to why corporate aircraft expenseshould be recovered in its revenue

requirement.8°It alsoarguedthat citing laws from otherjurisdictionsignoredthe fact that

this Commissionhad previouslypermittedthe recoveryof thesecostsand that the other

jurisdictions’ laws would not necessarilyprohibit ColombiaKentucky’scorporateaviation

costsasthe aircraft’s useis not limited to its Board of Directorsnor corporateofficers.81

In the proposedJoint Settlement,the full proposedamountof $0.252million (or

approximately$252,000)was included in the revenuerequirement. Columbia Kentucky

arguedthatthe amountincluded in thesettledrevenuerequirementrepresentscoststhat

would haveotherwisebeenspenton commercialflights for thesepurposes,but the funds

were used in a more efficient way.82 Having reviewedthe record and being otherwise

sufficiently advised, the Commissionfinds that this provision of the Joint Settlement

shouldbe approved.

DefeverDirect Testimonyat 15-16.

° DefeverDirect Testimonyat 4.

80 Columbia Kentucky’s RebuttalTestimonyof Nicholas Bly (Bly RebuttalTestimony)(filed Sept.
20, 2024) at 2.

81 Bly RebuttalTestimonyat 3.

82 ColumbiaKentucky’s Post-HearingBrief at 15.
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The Commissionnotesthat, while the settlementacceptedin this caseincluded

corporate aircraft expenseas part of Columbia Kentucky’s revenue requirement,

ColumbiaKentuckyshouldbe ableto provide recordsrelatedto usageof the aircraftand

its benefitsto ColumbiaKentuckyemployeesand rate payers. In future baseratecases,

ColumbiaKentucky is on noticethat this information will be expected.

Directors & Officers Liability Insurance. Columbia Kentucky did not proposeto

make adjustmentsto directorsand officers liability insuranceexpenseand proposedto

includeapproximately$141,000 in the forecastedtestyear.83 Columbia Kentuckystated

that, both its and NiSource’scorporatebylaws, require indemnificationof employeesthat

are involved in litigation relatedto their dutieswith the companies.84ColumbiaKentucky

arguedthat this insurancereducesthe coststhat would be passedon to ratepayersif

Columbia Kentucky executiveswere involved in litigation relatedto the operationof the

business.85

The Attorney Generalargued that the directors and officers liability insurance

should not be entirely borne by ratepayers.86The Attorney Generalreasonedthat the

expenseprimarily benefitsColumbia Kentuckyand its directors,and therefore,the costs

shouldprimarily be borneby the shareholders.87The Attorney Generalcited to a casein

Connecticutin which the Public Utilities RegulatoryAuthority determinedtheseinsurance

83 ColumbiaKentucky’s Responseto Attorney General’sFirst Request,Item 72.

84 ColumbiaKentucky’sPostHearingBrief at 17.

85 ColumbiaKentucky’sPostHearingBrief at 17.

86 DefeverDirect Testimonyat 16.

87 DefeverDirect Testimonyat 16.
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rateswere limited to 25 percentrate recovery.88 The Attorney Generalrecommendeda

75/25 percent sharing of this expense between shareholdersand ratepayers,

respectively.89 The Attorney Generalstatedthis would reducethe forecastedtestyear

expenseby approximately$106,000and would reduce the revenuerequirementby

approximately$107,000.°

In Columbia Kentucky’s rebuttal testimony, it comparedthe directorsand officers

liability insuranceto workers’ compensationinsurance.91ColumbiaKentuckystatedthat

its bylawscontaincustomaryprovisionsfor similarly situatedcompaniesthat requirethe

indemnity of directorsand officers of the companywhen acting in their official capacity,

and this benefits customersby properly insuring the risk associatedwith the costs to

defenddirectorsand officers.92 Finally, Columbia Kentucky statedthat the absenceof

this insurancewould increasethe costof debt, and therefore,increaseborrowing costs

passedto ColumbiaKentucky’scustomers.93

In the Joint Settlement,the PartiesagreedthatColumbiaKentuckyshouldrecover

its directorsand officers’ liability Insuranceexpense.94

Having reviewed the record and being otherwise sufficiently advised, the

Commissionfinds that this provision of the Joint Settlementis reasonableand should be

8 DefeverDirect Testimonyat 17.

89 DefeverDirect Testimonyat 17.

90 DefeverDirect Testimonyat 17.

91 Bly RebuttalTestimonyat 4-5.

92 Bly RebuttalTestimonyat 4-5.

Bly RebuttalTestimonyat 4-5.

Joint Settlement,AttachmentA.
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approved. The Commissionagreeswith Columbia Kentucky that theseexpensesare

legitimatebusinessexpensesthatreducethecoststhatwould be passedon to ratepayers

if Columbia Kentucky’s executiveswere involved in litigation relatedto the operationof

the utility. In addition, the Commissionagreeswith ColumbiaKentucky’sargumentsthat

this insurancemay reduceborrowingcosts.

Investor Relations Expense. Columbia Kentucky requested to include

approximately$6O,OOOfor the Investor Relationsdepartment.96 Columbia Kentucky

statedthat the allocatedchargesbilled/budgetedwere provided to Columbia Kentucky

from NCSCwhich includedsalaries,office supplies,employeeexpenses,outsideservice,

employee pensions/benefits,non-service pension/other post-employment benefits

(OPEB)and miscellaneousexpensesrelatedto investorrelations.97 ColumbiaKentucky

statedthat the InvestorRelationsDepartmentactsasa liaison betweenthe companyand

its investorsallowing NiSourceand Columbia Kentucky to reducethe premium required

by investorswhich would ultimately be passedalong to customers.98

TheAttorneyGeneralarguedthat the ratepayersarenot fully responsiblefor these

costsas thesecostsprimarily benefitsshareholdersand they should bearmost of the

costs.99 Therefore,the Attorney Generalproposeda 75 percentdisallowanceof these

expenseswhich results in a reduction in the forecasted test-year expensesby

ColumbiaKentucky’s Responseto Attorney General’sFirst Request,Item 104, AttachmentA.

96 Columbia Kentucky’s Responseto Attorney General’sFirst Request,Item 104.

Columbia Kentucky’s Responseto the Attorney General’sFirst Request,Item 104, Attachment
A.

98 ColumbiaKentucky’s PostHearing Brief at 16.

DefeverDirect Testimonyat 17-18.
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approximately$45,000.b00The Attorney Generalcited otherjurisdictionsthat prohibited

the recoveryof this expense.101 No other intervenorsprovided testimonyon investor

relationsexpense.

In ColumbiaKentucky’srebuttaltestimony,it disagreedwith theAttorneyGeneral’s

statementsand arguedthe Attorney Generaldisregardedthe benefits provided by the

departmentto the customer,which were:

InvestorRelationsis one of severalfunctions responsiblefor
ensuringNiSourcecan accesscapital marketsto issuedebt
or equityat the bestand lowestcost. If NiSourcedid not have
an Investor Relationsdepartment,investorswould be less
comfortable making an investment in NiSource; said
differently, investorswould have higher level of uncertainty
about investmentsin NiSource and stated that in financial
markets,uncertaintyequatesto risk which requiresa higher
level of return to compensatethe investorfor taking on that
higher level of risk.102

Columbia Kentucky argued that the Attorney General’s removal of the entire

forecastedtest year budget for Columbia Kentucky’s allocated Investor Relations

Department’sO&M expensesfrom NCSCwasdoublecountedby the Attorney General’s

removalof certainexpensesin its InvestorRelationsAdjustment.103Columbia Kentucky

statedthat, in its review of calendaryear2023 InvestorRelationsDepartmentexpenses,

it determinedthatapproximately43 percentwasadjustedin the Attorney General’sother

100 DefeverDirect Testimonyat 18.

101 DefeverDirect Testimonyat 18-19.

102 Bly RebuttalTestimonyat 6.

103 RebuttalTestimonyof TamalehShaeffer(ShaefferRebuttalTestimony)(filed Sept. 20, 2024)
at 20.
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adjustmentswhich resulted in a correction to the recommendedrevenuerequirement

reductionof approximately$26,000.b04

For purposesof the Joint Settlement,the adjustmentsto the proposedrevenue

requirementdo not reflect the Attorney General’s proposeddisallowance. Columbia

Kentuckyexplainedthat the originally proposedinvestorrelationsexpensewas included

in the stipulated revenue requirement,which benefits the customers.105 Columbia

Kentucky reiterated that the expense supports Columbia Kentucky’s efforts to

communicatewith debtandequity investors,helping to reduceinvestorconcernsandthe

risk associatedwith the investments.106

Having reviewed the record and being otherwise sufficiently advised, the

Commissionfinds that this provision of the Joint Settlementis reasonableand shouldbe

approved.Theseexpensesare legitimatebusinessexpensesthat lower the costof debt

for ColumbiaKentuckyand the Commissionagreeswith Columbia Kentucky’s reasoning

for its inclusion in the revenue requirement. However, in future rate casesthe

Commissionwill continueto review this item to ensurethat the amountbeing recovered

from customersappropriatelyreflectstheir benefitof the expense.

401(K) Expense. Columbia Kentucky did not proposean adjustmentto the

forecastedtest year expensefor either a 401(K) plan or to the forecastedtest year

expensefor pensions(defined benefits plan).10’ Columbia Kentucky stated that it

104 ShaefferRebuttalTestimonyat 21.

105 CooperErrataSupplementalTestimonyat 12.

106 CooperErrataSupplementalTestimonyat 12.

107 Columbia’s Responseto the Attorney General’s SecondRequestfor Information (Attorney
GeneralsSecondRequest),Item 33.
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provideshealth and welfare plans (health carecoverage,dental coverage,vision care,

term life insuranceand disability insurance),retirementsavingsplans,and paid time off

(vacation, holiday, and sick pay) to all the qualified employeesand statedthat NCSC

providesthe health care coveragefor employeesand retirees.108 Columbia Kentucky

also stateddefined benefit plansare no longer offered to exemptnew hires on or after

January1, 2010,and non-exempthireson or afterJanuary1, 2013.109

The Attorney Generalrecommendedremoving401(k) expensesin the forecasted

test year for employeesthat are also covered under a defined benefit plan.11° The

Attorney Generalcited Commissionprecedentto support its position.111 The Attorney

General proposedan adjustmentthat reducesthe forecastedtest year expenseby

approximately $295,000, which reducesthe revenue requirementby approximately

$296,000.h12

In ColumbiaKentucky’srebuttaltestimony,it disagreedwith theAttorneyGeneral’s

proposaland arguedthesebenefitsare part of a competitivecompensationand benefits

program offered to its employees.113Columbia Kentucky statedthe pensionprogram

wasdiscontinuedon January1, 2010,for exemptemployeesandon January1, 2013,for

108 Application, Volume 3, Tab 34, Direct Testimonyof Beth Owens(OwensDirect Testimony)at
38.

109 columbiaKentucky’s Responseto the Attorney General’sFirst Request,Item 81.

110 DefeverDirect Testimonyat 19.

111 DefeverDirect Testimonyatl9 citing CaseNo. 2016-00169,Application of CumberlandValley
Electric, Inc. fora GeneralAdjustmentto Rates(Ky. PSCFeb.6, 2017),Orderat 10; CaseNo. 2017-00349,
ElectronicApplication of Atmos EnergyCorporationfor an Adjustmentof Ratesand Tariff Modifications
(Ky. PSCMay 3, 2018), Orderat 19—20.

112 DefeverDirect Testimony,Exhibit JD-1 .xlsx, tab 401k.

113 Columbia Kentucky’s Rebuttal Testimonyof Beth Owens (Owens Rebuttal Testimony) (filed
Sept.20, 2024)at 2.
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nonexempt,non-union employees,and at that time, the remaining employeesin the

pensionplan programswerealsoconvertedto a lesscostly accountbalanceprogram.114

Columbia Kentucky also argued that the company has made no pension cash

contributionsto the voluntary EmployeesBeneficiary Association (VEBA) Trust since

2021.115 In addition, Columbia Kentucky stated that there are no pension cash

contributionsin the forecastedbaseperiod or forecastedtestyearbudget.116

Pursuantto the Joint Settlement, the parties agreed to adopt the Attorney

General’sposition relatedto the expenseassociatedwith thoseemployeeswho receive

a total retirementbenefit thatcontainsboth thepensionprogramanda 401(k) contribution

and agreedto reduce the revenuerequirementby $0.296 million (or approximately

$296,000).hhl

Having reviewed the record and being otherwise sufficiently advised, the

Commissionfinds that this provision of the Joint Settlementis reasonableand shouldbe

approved. The Commissionagreeswith the Attorney General’sposition and finds that

removalof 401(k)expensein theforecastedtestyearfor employeesthatarealsocovered

undera definedbenefit plan is consistentwith Commissionprecedent.118

114 OwensRebuttalTestimonyat 2.

115 OwensRebuttalTestimonyat 2.

116 OwensRebuttalTestimonyat 2.

117 RebuttalTestimonyof JudyCooper(CooperRebuttalTestimony)(filed Sept.20, 2024) at 10.

118 Seei.e. CaseNo. 2017-00349,May 3, 2018 Order at 20 (Note that a rehearingOrder in the
casewas issuedon September17, 2018, but wasnot relatedto this specific issue).
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Payroll Expense. ColumbiaKentuckyproposed$19.359million for allocatedand

direct payroll expense,119and approximately$900,000and $3.063 million for related

payroll tax expenseand benefitsexpense,respectively.120 Columbia Kentucky stated

that its laborexpenseis basedon projectedheadcountandwageincreaseassumptions,

with the O&M labor budgetbasedon projectedwork by activity.121 Columbia Kentucky

projected204 full-time employeesand an overall wage increaseguideline of 3 percent

for exemptand non-exemptemployeesfor 2025.122 ColumbiaKentuckystatedthat labor

expensevalues are compared to the prior year before the budgeting process is

finalized.123

The Attorney Generalarguedthat it cannotbe assumedall of the projectednew

employeeswill be hired and retainedby Columbia Kentucky, due to ColumbiaKentucky

consistentlyhaving hadvacancyissues.124TheAttorney Generalpointedto the fact that

Columbia Kentucky underspent10.8 percentfor direct labor for the years2021 through

2023 and4.9 percentfor allocatedlabor for the years2022 and 2023.125 Basedon this,

the Attorney Generalrecommendedreducingdirect labor expenseby 10.8 percentand

reducing allocated labor expenseby 4.9 percent, which resulted in a reduction of

ColumbiaKentucky’sResponseto the Attorney General’sFirst Request,Item 99.

120 Application, Volume 9, Tab 85, ScheduleG-1.

121 Application, Volume 3, Tab 29 Direct Testimonyof Craig Inscho(lnschoDirect Testimony)(filed
March 16, 2024)at 10-11.

122 lnschoDirect Testimonyat 11.

123 Bly Direct Testimonyat 11.

124 DefeverDirect Testimonyat 23.

125 DefeverDirect Testimonyat 25.
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$1 .628 million to the forecastedtest year expense.126The Attorney Generalexplained

the adjustmentreducedthe revenuerequirementby $1 .638 million.127 The Attorney

Generalstatedthat the adjustmentsfor benefitsexpenseand payroll tax expenseflow

through to reducethe forecastedtestyearbenefitsexpenseby approximately$337,000

andthe payroll tax expenseby approximately$306,000,which would reducethe revenue

requirement by approximately $379,000 and $307,000, respectively.128 No other

intervenorsprovidedtestimonyon payroll expense,payroll tax expense,or benefits.

In Columbia Kentucky’s rebuttal testimony, it arguedthat thesedisallowancesto

allocated payroll expenseand associatedbenefits and payroll tax expenseby the

Attorney Generalwere not warranted.129 Columbia Kentucky disagreedwith the labor

adjustmentsapplied by the Attorney General,stating that its direct payroll expenseis

lower than what would have resultedfrom applying its actualemployeemerit increases

to 2021 actualpayroll expense.’3°

For settlementpurposes,the Partiesagreedto include the payroll expenseand

associatedbenefitsexpenseColumbiaKentuckyproposedin its application.131

Having reviewed the record and being otherwise sufficiently advised, the

Commissionfinds that this provision of the Joint Settlementis reasonableand shouldbe

approved.

126 DefeverDirect Testimonyat 25—26.

127 DefeverDirect Testimonyat 26.

128 DefeverDirect Testimonyat 34.

129 Bly RebuttalTestimonyat 7—8.

130 Bly RebuttalTestimonyat 9—10.

131 Joint Settlement,AttachmentA.
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Long-Term Incentive Comiensation. Columbia Kentucky offers two incentive

compensationprograms: the Short-Term Incentive Plan (STI) and the Long-Term

Incentive Plan (LTI). The STI is discussedin a separatesection below. Columbia

Kentucky statedit identifies the levels of jobs that are eligible for STI and/orLTI, to align

employeerewardswith the vision and strategiessurroundingoccupationalhealth and

safety, operational excellence, customer satisfaction, workforce, sustainability, and

financial metrics.132Participantsareeligible to receiveincentiveawardsbasedon a blend

of their personalperformanceand the performanceof NiSource.133

Columbia Kentucky reported $1.851 million expensein LTI Compensation.134

Columbia Kentuckystatedthat LTI is a form of incentive compensationthat is designed

to attract and retain executiveand director level talent within Columbia Kentucky and

NCSC and that, without the compensation,it would be difficult to attract and retain its

leaders.135LTI compensationis grantedin the form of PerformanceShareUnits (PSU5)

and RestrictedStock Units (RSU5) to employeesat the level of Director and above.136

PSUs are awarded based upon Columbia Kentucky’s LTI metrics, which include

operational excellence, safety, employee engagement,environmental,and financial

132 OwensDirect Testimonyat 14.

133 OwensDirect Testimonyat 15.

134 ColumbiaKentucky’s Responseto the Attorney General’sFirst Request,Attachment99A.

135 OwensDirect Testimonyat 24.

136 OwensDirect Testimonyat 24.
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goals.137 RSUsaremadeavailableafter a multi-yeartime period to serveasa retention

tool to Director-leveland aboveleaders.138

TheAttorneyGeneralrecommendeda disallowanceof the incentivecompensation

tied to financial goals, citing the Commission’spreviousdecisionto disallow recoveryof

employeecompensationplans that are tied to financial measuresbecausesuch plans

benefit shareholderswhile ratepayersreceive little benefit.139 The Attorney General

proposedto remove80 percentof the LTI offeringsbaseduponthe2024metricsprovided

by Columbia Kentucky.14° An 80 percentreductionin LTI would result in an adjustment

of $1 .481 million to the revenuerequirement.141No other intervenorsprovidedtestimony

on LTI Compensation.

In ColumbiaKentucky’s RebuttalTestimony,it statedthat 100 percentrecoveryof

LTI should be allowed becausea removal of any portion would send a messagethat

being efficient and cost-effectivein meetingthe Company’sbudgetis not important.142

Columbia Kentucky argued that LTI compensationallows it to attract and retain key

managementpersonnelwhich arecritical in orderfor ColumbiaKentuckyto maintainhigh

quality of service,efficiency and safety.143 It alsostatedtheAttorneyGeneral’sproposed

adjustmentoverstatedthe amount of LTI compensationrelated to financial goals.

137 OwensDirect Testimonyat 25.

138 OwensDirect Testimonyat 25.

139 DefeverDirect Testimonyat 20.

140 DefeverDirect Testimonyat 21.

141 DefeverDirect Testimonyat 21. $1850748x 80 % = $1,480,598.

142 OwensRebuttalTestimonyat 4.

143 OwensRebuttalTestimonyat 7.
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ColumbiaKentuckystatedthat48 percentof its LTI compensationwasrelatedto financial

goals,and if suchan adjustmentwasmade,it should be for no more than 48 percent.144

For settlementpurposes,the Partiesagreedto a reductionof $1 .590 million to the

revenuerequirementfor long-term incentivecompensation.Columbia Kentucky argued

that this is consistentwith Commission precedentand are the Attorney General’s

recommendations.145

Having reviewed the record and being otherwise sufficiently advised, the

Commissionfinds that this provision of the Joint Settlementis reasonableand shouldbe

approved. However,as noted by the Attorney Generalin its testimony,the Commission

will continue to evaluate LTI compensationplans on a case-by-casebasis for

reasonablenessrelatedto financial incentive.

Short-Term Incentive Compensationand Profit Sharing. Columbia Kentucky

included $1 .972 million in STI Compensationexpensein the forecastedtest year.146

Columbia Kentucky also included approximately$181,000in profit sharingexpensesin

the forecastedtest year.147 Columbia Kentucky’s STI metrics include operational

excellence,safety,customersatisfaction,andfinancial goals.148The amountof incentive

is determinedby an employee’smanagerbasedon upon employee’sperformance.149

Columbia Kentucky statedits employeesmust perform safely, must provide a positive

144 OwensRebuttalTestimonyat 7.

145 ColumbiaKentucky’s Post-HearingBrief at 14.

146 ColumbiaKentucky’s Responseto Attorney General’sFirst Request,Item 99A.

147 ColumbiaKentucky’s Responseto Attorney General’sFirst Request,Item 99.

148 OwensDirect Testimonyat 17.

149 OwensDirect Testimonyat 17.
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customerexperience,and mustoperatewith financial efficiency for thesemetricsto be

achievedand paid.15° Having STI aspart of Columbia Kentucky and NCSC employees’

compensationplan incentivizes them to demonstratethe behaviorsthat support the

company’sgoals of providing safe and reliable serviceto its customers.151 The profit

sharingis paid out basedon the STI.152

TheAttorneyGeneralrecommendeda disallowanceof the incentivecompensation

tied to financial goals,citing the Commission’spreviousdecisionto disallow recoveryof

employeecompensationplans tied to financial measuresbecausesuch plans benefit

shareholderswhile ratepayersreceive little benefit.153 The Attorney General also

expressedconcernthat the program rewardedover 98.5 percentof eligible employees

and reducedthe incentive createdby the program becausethe employeesexpecteda

reward anyway, but the Attorney Generaldid not make an adjustmentfor this concern.

The Attorney Generalproposedto remove 70 percentof the STI offerings and profit

sharingbasedupon the 2024 metrics provided by Columbia Kentucky.154 A 70 percent

reductionin STI would result in an expensereductionof $1 .380 million.’155 A 70 percent

reduction in the profit sharing would result in an expensereduction of approximately

$127,000.156No other intervenorsprovidedtestimonyon STI Compensation.

150 OwensDirect Testimonyat 18.

151 OwensDirect Testimonyat 18.

152 ColumbiaKentucky’s Responseto Attorney General’sSecondRequest,Item 25.

153 DefeverDirect Testimonyat 20.

154 DefeverDirect Testimonyat 21 and 26.

155 DefeverDirect Testimonyat 21.

156 DefeverDirect Testimonyat 27.
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In Columbia Kentucky’s rebuttal testimony, it statedthat 100 percentrecoveryof

STI should be allowed becausea removal of any portion would send a messagethat

being efficient and cost-effectivein meetingthe company’sbudgetis not important157 It

also argued that the managerhas the discretion to award incentives basedon the

employee’sindividual performance,to motivateemployeesto performat thehighestlevel,

and that there are employeeswho do not receive any STI award becausetheir

performancedid not warrant the incentive.158 Columbia Kentucky further statedthat a

reduction in STI could lead to a departureof employeesresulting in a loss of valuable

skills and institutional knowledge, then increasedturnover costs, including recruiting

costs, relocation costs, and training costs,as well as having an impact on safety and

customerservicegoals.159

For settlementpurposes,the Partiesagreedto a reductionof $1 .609 million to the

revenuerequirementfor short-termincentivecompensationand profit sharing. Columbia

Kentucky arguedthat this is consistentwith Commissionprecedentand was consistent

with the Attorney General’srecommendations.160

Having reviewed the record and being otherwise sufficiently advised, the

Commissionfinds that this provision of the Joint Settlementis reasonableand shouldbe

approved.

157 OwensRebuttalTestimonyat 4.

158 OwensRebuttalTestimonyat 5.

159 OwensRebuttalTestimonyat 6.

160 Columbia Kentucky’s Post-HearingBrief at 14.
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SupplementalExecutiveRetirementPlan (SERP). ColumbiaKentuckystatedthat

NCSC allocated costs to Columbia Kentucky for SERP expenseprovides retirement

savingsfor a small numberof retired employeesand arguedthat this allowed Columbia

Kentucky to retain talentedemployees.161 Columbia Kentucky reportedapproximately

$61 ,000 in SERPexpenseallocatedfrom NCSC.162

The Attorney Generalstatedthat SERPis an extra benefitand is providedonly to

highly-compensatedexecutive employees.163 The Attorney General argued that the

costs should be borne by the shareholders,as the SERP expensedoes not benefit

ratepayers.164The Attorney Generalproposedremoving the total SERPexpensefrom

the forecastedtest year resulting in a reduction of approximately$61 ,000.165 The

Attorney Generalstatedthat this adjustmentwould reducethe revenuerequirementby

approximately$61 ,000.166 No other intervenorsprovidedtestimonyon SERPexpense.

In ColumbiaKentucky’srebuttaltestimony,it disagreedwith theAttorneyGeneral’s

proposedSERPadjustment,statingthat SERPis part of the compensationand benefits

program provided to employees.16’ Columbia Kentucky arguedthat its compensation

and benefits, including SERP, provided the means to competitively compensate

161 Columbia Kentucky’s Responsesto the Attorney General’sSecondRequest,Item 51.

162 columbiaKentucky’s Responsesto the Attorney General’sSecondRequest,Item 51.

163 DefeverDirect Testimonyat 27.

164 DefeverDirect Testimonyat 28.

165 DefeverDirect Testimonyat 28.

166 DefeverDirect Testimonyat 28.

167 OwensRebuttalTestimonyat 9.
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employeesin order to attractand retain quality employeesresponsiblefor the safeand

reliable serviceto ColumbiaKentucky.168

In the proposedJoint Settlement,the Partiesagreedto removethe SERPand the

included pension restorationplan expenseproposedby Columbia Kentucky, from the

revenue requirementcalculation, resulting in a $0.054 million169 (or approximately

$54,000)and $0.006 million170 (or approximately$6,000) reduction,respectively,to the

revenue requirement.171. This results in a total reduction of $.061 million172 (or

approximately$61 ,000) to the revenuerequirement.ColumbiaKentuckyarguedthat this

is consistentwith Commissionprecedentand are consistentwith the Attorney General’s

recommendations.113

Having reviewed the record and being otherwise sufficiently advised, the

Commissionfinds that this provision of the Joint Settlementis reasonableand shouldbe

approved. As noted in the arguments,the completeremoval of the SERPexpenseis

consistentwith Commissionprecedent.174

168 OwensRebuttalTestimonyat 9.

169 The Commissionnotesthat the final numberutilized by the Commissionfor calculating the
adjustedrevenuerequirementcomesfrom JointSettlement,AttachmentA. The unroundedinput in millions
utilized was0.054438883782.

170 The unroundedinput in millions utilized was0.006446273322.

171 Joint Settlementat 5—6.

172 The Commissionnotesthat this numberis the result of adding the unroundedinputs from the
Joint Settlement,AttachmentA totaling 0.060885157104and then roundingto the third decimalplace.

173 Columbia Kentucky’s Post-HearingBrief at 14.

174 CaseNo. 2020-00174,ElectronicApplication of KentuckyPowerCompanyfor (1) A General
Adjustmentof its Ratesfor Electric Service;(2) Approvalof Tariffs andRiders;(3) Approval of Accounting
Practicesto EstablishRegulatoryAssetsandLiabilities; (4) Approvalof a Certificateof Public Convenience
andNecessity;and(5) All OtherRequiredApprovalsandRelief(Ky. PSCJan.13, 2021),Orderat 16. Case
No. 2023-00159,ElectronicApplication of KentuckyPowerCompanyfor (1) A GeneralAdjustmentof its
Ratesfor Electric Service; (2) Approval of Tariffs and Riders; (3) Approval of Accounting Practicesto
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AmericanGasAssociation(AGA) Dues. ColumbiaKentuckyproposedto remove

$1 ,577 in AGA duesfrom the forecastedtestperiod.175 The Attorney Generalrequested

removalof the total amountof AGA duesincluded in the forecastedtest period, totaling

$22,138.h76 Columbia Kentucky stated that the AGA dues were included in the

unadjustedbaseperiod but did not budgetduesby organizationin the forecastedtest

year.177 The Attorney Generalhighlightedthat the AGA is a political advocacy,lobbying

and public relationsgroup, and thesecostsare typically excludedfrom utility rates.178

The Attorney General cited other caseswhere the Commissionhas not allowed the

recovery of such expenses,and noted Columbia Kentucky had not removed the full

amountof AGA dues.179 The Attorney Generalrecommendedremoving AGA duesof

$20,561to capturethe total amount.18°

In rebuttal testimony, Columbia Kentucky statedthat the amountof AGA dues

relatedto costsotherthanthosethatarespecificallydisallowedby 807 KAR 5:016would

not be recommendedfor removal,and the appropriatepercentageof costswerealready

removedfrom Columbia Kentucky’s requestedrevenuerequirement.181

EstablishRegulatoryAssetsandLiabilities; (4) A SecuritizationFinancingOrder;and(5) All OtherRequired
ApprovalsandRelief (Ky. PSCJan. 19, 2024), Orderat 26—28.

175 DefeverDirect Testimonyat 30.

176 ColumbiaKentucky’s Responseto Attorney General’sFirst Request,Item 25.

177 DefeverDirect Testimonyat 29.

178 DefeverDirect Testimonyat 29.

179 DefeverDirect Testimonyat 29—31.

180 DefeverDirect Testimonyat 32.

181 CooperRebuttalTestimonyat 2—3.
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In the proposedsettlement,the Partiesagreedto removethe AGA duesexpense,

resulting in a $0.021 million (approximately 21,000) reduction to the revenue

requirement.182

Having reviewed the record and being otherwise sufficiently advised, the

Commissionfinds that this provision of the Joint Settlementis reasonableand should be

approved. As noted in the Attorney General’s testimony, the Commission has

consistentlyremovedtheseexpenses.183

GreenPathRiderAmortizationExpense.As discussedabove,ColumbiaKentucky

included costsfor the rejectedGreenPath Rider in the forecastedtest year. The Joint

Settlementincluded a $0.020 million (approximately $20,000) revenue requirement

reductionto removethe GreenPathRideramortizationexpense.184Having reviewedthe

recordand being otherwisesufficiently advised,the Commissionfinds that this provision

of the Joint Settlementis reasonableand should be approved.

RATE OF RETURN

ReturnOn Equity (ROE)

In its application, Columbia Kentucky used multiple modelsto develop its ROE

recommendation,including: the DiscountedCash Flow (DCF) model, both the Capital

Asset Pricing Model (CAPM) CAPM with a size adjustment,and the Empirical Capital

182 Joint Settlementat 6.

183 Defever Direct Testimonyat 31-32. Citing CaseNo. 2021-00214,Electronic Application of
Atmos EnergyCorporationfor anAdjustmentof Rates(Ky. PSCMay 19, 2022),Orderat 24—25. CaseNo.
2021-00183,ElectronicApplicationof ColumbiaGasof Kentucky, Inc. for anAdjustmentof Rates;Approval
of DepreciationStudy; Approval of Tariff Revisions;Issuanceof a Certificateof Public Convenienceand
Necessity;andOtherRelief (Ky. PSCDec. 28, 2021), Orderat 10.

184 CooperErrataSupplementalTestimonyat 7.
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AssetPricing Model (ECAPM), and a Risk PremiumModel (RPM).185 The modelswere

appliedto 26 companiesdivided into threeproxy groups:six regulatednaturalgasutilities,

nine regulatedcombination utilities, and 11 non-regulatedcompanies.186 Using both

historical and forecastanalyses,Columbia Kentucky recommendedan ROE of 10.80

percentbasedupon a rangeof 10.55percentto 11.05percent.187 Columbia Kentucky

maintainedthat, asa part of an appropriatecapitalstructure,this percentagewould allow

it to earn the prevailing opportunity cost of capital, preserveits financial integrity and

attractcapital at reasonableterms.188

TheAttorney Generalwasthe only intervenorto providedirect testimonyon ROE.

The Attorney Generalprovided alternativeROE estimatesusing both the DCF and the

CAPM modelsapplied to sevennatural gas utilities, Columbia Kentucky’s natural gas

utility group plus the addition of ChesapeakeUtilities.189 The Attorney General’s

applicationof the CAPM usedboth historical and forecastedrisk premiumsand publicly

availablemarket risk premium estimates.19°The Attorney Generalspecifically relied on

the DCF analysisresultsto supporthis recommendedROE arguing that a considerable

amountof judgementmust be employedto determinethe market return and expected

risk premium elements.191 Further, the Attorney Generalnoted a wide variety of data

185 Rea Direct Testimonyat 5.

186 Rea Direct Testimonyat 4.

187 Rea Direct Testimonyat 3-4.

188 Rea Direct Testimonyat 4.

189 Attorney General’sDirect Testimonyof Richard A. Baudino (Baudino Direct Testimony) (filed
Aug. 14, 2024)at 3 and 16.

190 Baudino Direct Testimonyat 3.

191 Baudino Direct Testimonyat 24 and 32.
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should be used in estimating investors’ required returns.192 The Attorney General

recommendedan ROE of 9.60 percentbasedupon a rangeof 8.47 percentto 10.51

percentfor the DCF model and 8.90 to 10.00percentfor the CAPM percent.193

According to Section3 of the Joint Settlement,the Partiesagreedthat Columbia

Kentucky’s authorized ROE will be 9.75 percent for its natural gas base rates.194

Columbia Kentucky agreed to withdraw its proposal for an ROE applied to capital

recoveredby its SMRP Riderto be equalto that ROE appliedto baserates.195Columbia

Kentuckywill insteadincludethis requestasa part of its annualSMRP filing in CaseNo.

202400328.196 The agreed upon ROEs were premisedon the totality of the Joint

Settlement,including a 2-yearstayout provision.197

The following table presentsthe recommendedROEs from the Partiesand the

methodsusedto supporteachparties’ recommendations:

Party Recommendation Methods

ColumbiaKentucky 10.80% DCF, CAPM, RPM

Attorney General 9.60% DCF, CAPM

Settlement 9.75%

192 BaudinoDirect Testimonyat 24.

193 BaudinoDirect Testimonyat 32. Note that the recommendedROE is equivalentto the average
of the DCF result.

194 CooperErrataSupplementalTestimonyat 6 andJoint Settlement,Section3 at 3.

195 CooperErrataSupplementalTestimonyat 17 andJoint Settlement,Section9 at 7.

196 CooperErrata SupplementalTestimonyat 17 and Joint Settlement,Section9 at 7. CaseNo
2024-00328,ElectronicApplication of Columbia Gasof Kentucky, Inc. for its Annual SafetyModification
andReplacementProgramFiling (filed Oct. 15, 2024).

197 Joint Settlement,Section10 at 7. SeealsoCooperErrataSettlementTestimonyat 18.
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As discussedin CaseNos. 2O19OO271,1982O2OOO174199and2O2OOO35O,200the

Commissioncontinuesto believethat it is appropriatefor utilities to present,and for the

Commissionto evaluate,multiple methodologiesto estimateROEs. Eachapproachhas

its own merits. As demonstratedin the respectiveROE testimoniesin this proceeding,

there is considerablevariation in both data and application within each modeling

approach,which can lead to very different results. The Commission’srole is to conduct

a balancedanalysisand weigh how each of the various models, as presented,are

employed.

The Commissionagain cautions all parties againstunreasonablyremoving or

ignoring “outlier” data due to a perception of being ‘too high” or “too low”. As

demonstratedin testimony,thereare a numberof actionsthat can be andwere takento

accountfor “outlier” data.201 Resultorientedexclusionsof datathat are not beyondthe

realm of reasonablenessare inappropriate. Resultsbasedupon excludeddatawithout

adequatesupportwill be given lessweight in Commissiondeterminations.

198 SeegenerallyCaseNo. 2019-00271,ElectronicApplication of Duke EnergyKentucky, Inc. for
1) An Adjustmentof the Electric Rates;2) Approval of New Tariffs; 3) Approval of AccountingAssetsand
Liabilities; and4) All OtherRequiredApprovalsandRelief, (Ky PSCApr 27, 2020).

199 SeegenerallyCaseNo. 2020-00174,ElectronicApplication of Kentucky PowerCompanyfor
(1) A GeneralAdjustmentof its Ratesfor Electric Service;(2) Approval of Tariffs andRiders; (3) Approval
ofAccountingPracticesto EstablishRegulatoiyAssetsandLiabilities; (4) Approvalof a Certificateof Public
ConvenienceandNecessity;and(5) All OtherRequiredApprovalsandRelief, (Ky PSCJan 13, 2021).

200 See generallyCase No. 2020-00350,Electronic Application of Louisville Gas and Electric
Companyfor an Adjustment of its Electric and Gas Rates, A Certificate of Public Convenienceand
Necessityto Deploy AdvancedMetering Infrastructure,Approval of Certain Regulatoryand Accounting
Treatments,andEstablishmentof a One-YearSurcredit,(Ky PSCJun 30, 2021).

201 SeeCaseNo. 2021-00183,ElectronicApplication of Columbia Gas of Kentucky, Inc. for an
Adjustmentof Rates;Approvalof DepreciationStudy;Approvalof Tariff Revisions;Issuanceof a Certificate
of Public ConvenienceandNecessity;andOther Relief, (Ky PSC Dec 28, 2021); CaseNo. 2023-00159,
ElectronicApplication of KentuckyPowerCompanyfor (1) A GeneralAdjustmentof Its Ratesfor Electric
Service; (2) Approval of Tariffs andRiders; (3) Approval of AccountingPracticesto EstablishRegulatory
AssetsandLiabilities; (4) A SecuritizationFinancingOrder;and(5) All OtherRequiredApprovalsandRelief
(Ky PSCJan 19, 2024)
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The Commissionreiteratesfurther that it continuesto rejectthe useof Predictive

Risk Premium Model (PRPM) methodology,flotation cost adjustments,financial risk

adjustmentsand size adjustmentsin the ROE analyses.202The Commissionwill accord

the mostweight to DCF and CAPM methodologyanalysesbasedupon regulatedindustry

and companyproxy groups. Both the DCF and CAPM methodologiesare long-standing

andwell-acceptedmodelsthat model risk and returnsimplicitly and explicitly.

Having reviewed the record and being otherwise sufficiently advised, the

Commissionfinds that the provision that an ROE of 9.75 percentin the Joint Settlement

is reasonableand should be approved. In reachingits determination,the Commission

takesnoteof its recentauthorizedROE determinations,aswell asthe reasonablenessof

the methodsrelied uponto achievethis amount,andthe SettlementAgreement“stay out”

provision.

SMRP Rider

In this proceeding,ColumbiaKentuckyproposedchangesto its SMRP Rider tariff

suchthat the SMRP investedcapital, throughthe future testyear,was not being rolled in

to baserates.203 Thus, the SMRP balancewas not being reducedto zero as was the

casein its previousrate proceedings.Columbia Kentucky arguedthat, becauseof this

change,there will be historic capital investmentsthat will not be rolled into baserates

alongwith additionalfuture capital investmentsin the SMRP balance,and the benefitsof

202 See Case No. 2021-00214, Electronic Application of Atmos Energy Corporation for an
Adjustmentof Rates(Ky PSCMay 19, 2022);CaseNo. 2022-00372,ElectronicApplication of DukeEnergy
Kentucky, Inc. for (1) An Adjustment of Electric Rates; (2) Approval of New Tariffs; (3) Approval of
AccountingPracticesto EstablishRegulatoryAssetsandLiabilities; And (4) All OtherRequiredApprovals
andRelief (Ky PSCOct 12, 2023).

203 Application at 9.
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reducedregulatorylag no longerapply.204 Therefore,the ROE rateappliedto the SMRP

shouldequalthe ROE rateappliedto capital investmentsin rate base.205Otherwise,the

historic capital investmentsin the SMRP balancewill not be treatedthe sameas the

capital investmentsin ratebase.206

The AttorneyGeneralarguedthatthe Commissionshouldadhereto its pastpolicy

of applying a reducedROE rate to tracking mechanismsregardlessof its decisionon

proposedchangesto the SMRP.207TheAttorneyGeneralrecommendeda 10-basispoint

reductionin the ROE to 9.50 percent.208

In rebuttaltestimony,ColumbiaKentuckyreiteratedits argumentthat thereshould

be no reduction in the ROE rate applied to capital investmentsin the SMRP.209 In the

Joint Settlement,Columbia Kentucky agreedto withdraw its proposalfor an ROE rate

appliedequallyto the SMRPand rate base. Accordingto the Settlement,the requestfor

equaltreatmentwould be madein CaseNo. 202400328.2b0

Having reviewed the record and being otherwise sufficiently advised, the

Commissionagreesthat the SMRP investedcapital, throughthe future testyear, should

not be rolled into to baserates,as proposedin the Application. The Commissionwill

addressanyfurtherrequestsrelatedto the SMRP if madeby ColumbiaKentucky in other

204 ReaDirect Testimonyat 52.

205 ReaDirect Testimonyat 52.

206 ReaDirect Testimonyat 51-52.

207 BaudinoDirect Testimonyat 35-36.

208 BaudinoDirect Testimonyat 35-36.

209 RebuttalTestimonyof VincentV. Rea(ReaRebuttalTestimony)(filed Sept.20, 2024)at 86-87.

210 Joint Settlement,Section9 at 7.
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cases. The CommissionapprovesColumbia Kentucky’s withdrawal of an ROE rate

applied equally to the SMRP and rate base pursuantto the Joint Settlement. The

Commissionwill defer a finding on this issue in CaseNo. 2024-00328,as proposedin

that matter.

Capital Structure

ColumbiaKentuckyestimatedits 13-monthaveragecapital structureratiosfor the

fully forecastedtestyearasof December31, 2025at 45.53percentlong-termdebt, 1 .83

percentshort-termdebt, and 52.64 percentequity. The long-term debt ratio includes

anticipateddebt issuancesin 2024 and 2025 totaling $41.0 million.211 Commensurate

with the anticipateddebt issuances,the estimatedcost of long-term debt also includes

forecastedinterest rates of 6.25 percent for 2024 issuancesand 6.00 percent for

issuancesin 2025. The resultingestimated13-monthaveragecostof long-termdebtas

of December31, 2025 is 4.88 percent.212 The estimatedcost of short-termdebt is

5.25 percent,which representsthe fully forecastedtestyear.213

The Attorney Generalargued that, becauseColumbia Kentucky’s most recent

long-termdebt issuanceon June30, 2024 with a rate of 5.9124percentwas known and

less than its proposedforecastedlong-term rates of 6.25 percentfor 2024 and 6.00

percentfor 2025, that rate should be applied to the remaining 2024 and 2025 debt

issuances.TheAttorneyGeneralrecommendeda long-termdebtrateof 4.84 percent.214

211 ReaDirect Testimonyat 52-53and AttachmentsVVR-5 and VVR-6.

212 Rea Direct Testimonyat 56-57andAttachmentsVVR-5 and VVR-6.

213 ReaDirect Testimonyat 56-57 andAttachmentsVVR-5.

214 BaudinoDirect Testimonyat 34.
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In rebuttaltestimony,ColumbiaKentuckyrevisedits long-termdebtcost rate. One

of the future debt issuanceswas issued on June 30, 2024, with a rate of 5.9124

percent.215 Also, as proposedby the Attorney General,the other expected2024 and

2025 debt issuancerates were revised to reflect the actual June 30, 2024 rate.216

ColumbiaKentucky’sproposednew long-termdebtrate is 4.84 percent,four basispoints

lower than its originally proposedrate of 4.88 percent.217 Basedupon the revised long

term debt rate, Columbia Kentucky’s proposed overall rate of return equals 7.99

percent.218

In the Joint SettlementAgreement,the Partiesagreedthat Columbia Kentucky’s

ROE would be 9.75percent.The long-termandshort-termdebtratesincludedin thecost

of capital would be 4.80 percentand 5.25 percent,respectively. Columbia Kentucky’s

capital structurewould reflect 52.64 percentequity, 45.53 percentlong-term debt and

1 .83 percentshort-termdebt. The resulting weightedaveragecost of capital (WACC)

would be 7.41 percent.219

The Commissionfinds that capital structure,as proposedin the Joint Settlement

Agreementand reflected in the table below, is fair, just and reasonable.

Weighted
Percent Cost Cost

Long-Term Debt 45.53% 4.80% 2.19%

Short-TermDebt 1.83% 5.25% 0.10%

215 ReaRebuttalTestimonyat 84 and AttachmentVVR-6R.

216 Rea RebuttalTestimonyat 84 and Rea RebuttalTestimony,AttachmentsVVR-2R and VVR
6R.

217 ReaRebuttalTestimonyat 85.

218 ReaRebuttalTestimonyat 85.

219 Joint Settlement,Section3 at 3-4.
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CommonEquity 52.64% 9.75% 5.13%

Total 100.00% 7.41%

DEPRECIATION STUDY

Applying Columbia Kentucky’s proposeddepreciation rates to utility plant in

service balancesas of December31, 2023, resulted in a $3.5 million increase in

depreciationexpense.22°Using the forecasted13-monthaverageutility plant in service

balance,Columbia Kentucky calculateda depreciationexpenseof $26,484 million.221

Intervenorsdid not provide testimonyon this matter.

In the Joint Settlement,the Partiesagreedthat the depreciationstudyand related

accountingtreatmentsshouldbe approvedwith an effectivedateof the new depreciation

ratesto be the sameday that ColumbiaKentucky’s new baseratesbecomeeffective.

The Commission finds that, for settlementpurposes,the application of the

proposeddepreciationstudy is appropriate.

DISCOUNT ON ACCOUNTS RECEIVABLE AND CHOICE WORKING GROUP

Columbia Kentucky currently pays CHOICE suppliers98 percentof the revenue

collectedfrom CHOICE customers,representinga 2 percentdiscounton receivables.222

Joint Intervenorsarguedthat the uncollectibleexpenseof participating CHOICE

customersis much lower than 2 percent.223Joint Intervenorsarguedthat the difference

220 Application, Volume 2, Tab 21, Direct Testimonyof John Spanos(SpanosDirect Testimony)
(filed May 23, 2024)at 4.

221 Application, Volume 8, Tab 81, ScheduleC-I.

222 Joint Intervenors’Direct Testimonyof MatthewWhite (White Direct Testimony)(filed August 14,
2024)at 3.

223 White Direct Testimonyat 3.
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betweenthe 2 percentand the actual uncollectible rate is being credited to rate base

subsidizingsalescustomers.224Joint Intervenorsarguedthat this createsan inequity,

increasingthe cost of suppliers doing business,becauseCHOICE suppliers need to

recoverthecurrent2 percentdiscountthroughCHOICE productsandratesfrom CHOICE

customers.225Joint Intervenorsnotedthat the proposeduncollectiblerate systemwide

is 0.4170percent.226

Joint Intervenorsrecommendedto reducethe discountrate in thetariff for CHOICE

customersto reflect the approximateactual uncollectible rates.227 Joint Intervenors

arguedthat the CHOICE suppliersshouldnot be subsidizingthe salescustomers.228

In rebuttal testimony, Columbia Kentucky arguedthat the uncollectibleexpense

issueis outsideof the scopeof the proceedingandthe moreappropriatevenuewould be

within the contextof the working group createdfrom CaseNo. 202100386.229Columbia

Kentucky arguedthat since the CHOICE programpilot’s inception, Columbia Kentucky

has “assumedthe risk of collecting paymentfor gas commodity costs from Customer

CHOICE customers”and the current2 percentis an outgrowthof the program’soriginal

2.5 percent,which was retainedby Columbia Kentucky “as compensationfor assuming

224 White Direct Testimonyat 3.

225 White Direct Testimonyat 3.

226 White Direct Testimonyat 3.

227 White Direct Testimonyat 3.

228 White Direct Testimonyat 3.

229 CaseNo. 2021-00386June28, 2024Orderat 11-12. CooperRebuttalTestimonyat 5.
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this risk.”230 ColumbiaKentuckyarguedthat the retentionis not, and hasneverbeen,a

dollar-for-dollar recovery of the cost to collect the Joint Intervenors’ receivablesfor

them.231

As partof theJointSettlement,the Partiesagreedthatthe amountof thesuppliers’

discount on accountsreceivablein recognition of Columbia Kentucky’s risk would be

reducedfrom 2 percentto 1 .75 percent.232

Having consideredthe record and being otherwise sufficiently advised, the

Commissionfinds that the reductionof CHOICE programsuppliers’discounton accounts

receivablefrom 2 percentto 1 .75 percentis reasonableand should be approved. The

Commissionnotesthat this issuewill be furtherexploredin CaseNo. 2021-00386.

The Commission also acknowledgesthat the Parties agreedthe Commission

schedulethe next meetingof the working grouporderedin CaseNo. 2021-00386during

the weekof April 13, 2025,or the weekof April 20, 2025. An Orderwill be issuedin that

matteraccordingly.

Total RevenueRequirement

The effect of all adjustmentsto ColumbiaKentucky’s requestedincreaseis a total

revenuerequirementincreaseof $14.293million, asshown in AppendixA. This reflects

a $9.48million decreasein ColumbiaKentucky’s requestedrevenueincreaseof $23.773

million.

230 CooperRebuttalTestimonyat 5 citing CaseNo. 1999-00165,In the Matterof the Tariff Filing of
Columbia Gasof Kentucky, Inc. to Implementa Small Volume GasTransportationService,to Continueits
Gas Cost Incentive Mechanisms,and to Continueits CustomerAssistanceProgram(Ky. PSC Jan. 27,
2000), Orderat 5.

231 CooperRebuttalTestimonyat 5.

232 Joint Settlement,at 10-11, paragraph16.
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ALLOCATED COSTSFROM NCSCTO COLUMBIA KENTUCKY

Columbia Kentucky stated that NCSC was establishedto provide centralized

servicesto its affiliates.233 Columbia Kentuckyexplainedthat the renderingof services

on a centralizedbasis enablesthe affiliates to realize the benefits of personnelwith

specializedareasof expertise,aswell asthe useof assets,without bearingthe full cost

of eachasset,individually, asthe costsaresharedamongstthe affiliates.234

Columbia Kentucky explained that the billing processthat NCSC performs to

Columbia Kentucky includes two types of billing to its affiliates.235 The first type,

conveniencebilling, reflects paymentsroutinely made on behalf of affiliates, including

employeebenefits,corporateinsurance,leasing,andexternalauditfees.236Eachaffiliate

is billed its portion of the paymentsmadein that respectivemonth.237 The secondtype,

contract billing, reflects payments routinely made on behalf of affiliates, including

employeebenefits,corporateinsurance,leasing,andexternalauditfees.238Eachaffiliate

is billed its portion of the paymentsmadein that respectivemonth.239

NCSC utilizes a billing pool systemto collect coststhatareapplicableand billable

to affiliates, including Columbia Kentucky.24° NCSC currentlyupdatesthe statisticaldata

233 Application, Volume 3, Tab 32, Direct Testimonyof Krista King (King Direct Testimony) (filed
May 23, 2024)at 4.

234 King Direct Testimonyat 4.

235 King Direct Testimonyat 4.

236 King Direct Testimonyat 5.

237 King Direct Testimonyat 5.

238 King Direct Testimonyat 5.

239 King Direct Testimonyat 5.

240 King Direct Testimonyat 6.
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usedin the approvedallocationbases,on a semi-annualbasis;andfurthermore,prior to

publishing the new allocation percentages,NCSC provides Columbia Kentucky’s

leadershipteamthe opportunityto review, discuss,and provide feedback.241 Columbia

Kentucky statedthere are systemcontrols in place that allow certain departments,or

groupsof departments,to only use billing pools that allocatesto companiesbenefitting

from the servicesbeing provided.242 ColumbiaKentucky’s internal audit group conducts

an annualreview of costallocation proceduresand makesrecommendationsrelatedto

contractand conveniencebilling processing.243

ColumbiaKentuckyprovidedthe serviceagreementbetweenit and NCSCaspart

of its application.244 NCSC providesvarious servicesto Columbia Kentucky as part of

this agreement. When possible, NCSC will directly bill chargesfor any services245

renderedto ColumbiaKentucky,while any remainingcostsareallocated.246

ColumbiaKentuckystatedthat its leadershipperformsformal reviewsof allocated

expenseson a monthlybasis.247ColumbiaKentuckydescribedthatduring thesereviews,

it is afforded the opportunity to, and does, challenge costs and seek additional

241 King Direct Testimonyat 7.

242 King Direct Testimonyat 7.

243 King Direct Testimonyat 7.

244 King Direct Testimony,AttachmentKK-1.

245 The following servicesare ones that are expectedto be provided by NSCS to Columbia
Kentucky: Accounting and Statistical; Auditing; Budgeting; Business; Corporate; Customer Billing,
Collection, and Contact; Depreciation;Economic; ElectronicCommunication;Employee;Engineeringand
Research;Facility; GasDispatch; Information; Information Technology;Insurance;Land/Surveying;Legal;
Officers; OperationsSupport and Planning; Purchasing, Storage and Disposition; Regulatory; Tax;
Transportation;andTreasury.SeeKing Direct Testimony,AttachmentKK-2 at 7-1 1.

246 King Direct Testimony,AttachmentKK-1.

247 Columbia’sKentucky’s PostHearingBrief at 17.
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information.248 According to Columbia Kentucky, thesemonthly reviews are part of an

ongoing dialogueaboutthe financesof Columbia Kentucky and the appropriatenessof

costsallocatedto it.249 ColumbiaKentuckystatedthatthis representsa dramaticchange

in the processsinceColumbiaKentucky’s last ratecase.25°

Columbia Kentucky provided information related to allocated expensesfrom

NCSC. Columbia Kentucky forecastedexpensesassociatedwith the 240 and 290 W.

NationwideBlvd. (Arena)building and801 F. 86th AvenueMerrillville, Indiana(Southlake)

buildings including $7,360for the Arena FitnessCenter251and $1 ,684 for the Southlake

FitnessCenter.252 However, Columbia Kentucky statedthat it haszero employeeswith

a work addressoutsideof the Commonwealthof Kentucky.253 Likewise, while Columbia

Kentucky stated that it does not forecastexpensesby individual vendor, Columbia

Kentucky had allocatedexpensesin the baseperiod that included vending machine

servicesat Arena and cleaningservicesfor both fitnesscenters.254

WitnessTamalehShaeffertestifiedat the hearingthat the fluctuationsin rentsand

leasesin relation to the Arena building are partially basedon the allocation in costsfor

the building is basedon personneland employeesand employeeswho areworking in a

248 ColumbiaKentucky’s Post-HearingBrief at 18.

249 Columbia Kentucky’s Post-HearingBrief at 18.

250 Columbia Kentucky’s Post-HearingBrief at 18.

251 ColumbiaKentucky’s Responseto Attorney General’sFirst Request,Item 87.

252 ColumbiaKentucky’s Responseto the Attorney General’sFirst Request,Item 87.

253 ColumbiaKentucky’s Responseto Staff’s Post-HearingRequest,Item 4.

254 Columbia Kentucky’s Responseto the Attorney General’sFirst Request,Item 87.
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particularfacility.255 WitnessShaefferexplainedthat time allocationfor employeesis the

basisupon which leasecostsare allocatedfor that office location.256 WitnessShaeffer

further discussedthat the building allocation studiesget updatedannually.251 NCSC

building rents and leasescosts are allocatedto the operating companiesas a labor

overheadin thefollowing steps:(1) employeeheadcountis usedto determinetheamount

of rent chargedto NCSC for eachbuilding in which NCSC employeesreside; (2) Once

each NCSC departmenthas beenassignedits shareof the monthly NCSC rents and

leasesexpense,the department’srental obligation is then allocated to each of the

operating companies,both direct and allocated, based upon how that department’s

employeeshave billed their time (labor) in the respectivemonth.258 This is completed

through a mechanizedallocationprocess.259

NCSC also allocatednearly $68,000to Columbia Kentuckyfor servicesprovided

by U Aviation.260 U Aviation is an aircraft managementcompanywhich managesthe

NCSC-ownedaircraft.261 Columbia Kentucky stated that the costs primarily includes

operationand maintenanceexpensesfor aircraft managedby L.J. Aviation, for example,

fuel costs, in flight Wi-Fl interestaccess,gate fees, and other travel relatedexpenses,

255 HearingVideo Transcript(HVT) of the October21, 2024 Hearingat 11:14:58-11:16:28.

256 HVT of the October21, 2024 Hearingat 11:14:58-11:16:28.

257 HVTofthe October21,2024 Hearingat 11:14:58-11:16:28.

258 Columbia Kentucky’s Responseto Staff’s Post-HearingRequest,Item 5.

259 Columbia Kentucky’sResponseto Staff’s Post-HearingRequest,Item 5.

260 ColumbiaKentucky’s Responseto Staff’s First Request,Item 6, AttachmentB.

261 Columbia Kentucky’s Responseto the Staff’s Post-hearingRequest,Item 13e.
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suchas meals.262 ColumbiaKentuckystatedthat therehavebeenno specific instances

of useof the NCSC-ownedairplaneusedby ColumbiaKentucky.263

The Commissionrecognizestheefforts ColumbiaKentuckyhasmadein improving

its review of allocatedcosts. However, the Commissioncontinuesto have concerns

regarding the reasonablenessof certain allocated costs from NSCS to Columbia

Kentucky, and if Columbia Kentucky is fully evaluating the benefit that those costs,

including the abovediscussedcostsassociatedwith theArenabuilding and L.J. Aviation,

may havefor its ratepayers.In addition, ColumbiaKentucky hasnot demonstratedhow

allocation by labor is reasonablefor vending machineserviceor cleaningservice. The

CommissionremindsColumbia Kentucky that it hasa statutoryobligation to determine

that costsallocatedto it are reasonable.

In the next ratecasefiling, the Commissionrecommendsthat Columbia Kentucky

conduct an independentreview of the NCSC service agreementand whether the

allocations from NCSC to Columbia Kentucky meet the standardslaid out in KRS

278.2207 and KRS 278.030. The Commission also strongly encouragesColumbia

Kentucky to hire a third-party auditor to analyzethe reasonablenessof the allocations

from NCSC to Columbia Kentucky, including but not limited to the allocated labor

expense.

262ColumbiaKentucky’s Responseto the Staff’s Post-hearingRequest,Item 13e.

263 ColumbiaKentucky’s Responseto Staff’s Fourth Request,Item 11.
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RATE DESIGN

NormalizedRevenues

Columbia Kentucky’s normalized revenuesfor the test year were basedon its

approvedratesand normalizedweatherconditions. Columbia Kentucky usedhistorical

monthly customercounts and usagedata for residential and commercial customer

classesand applied econometric models to develop forecasts of residential and

commercial use per customer. Columbia Kentucky provided a weathernormalization

study utilizing heatingdegreedays (HDD) for the 20-yearperiod endedDecember31,

2023, to developthe forecastedtestyearresidentialand commercialcustomerusage.264

Revenuesfor industrialcustomerswerebasedon customercountandvolumeinformation

providedby ColumbiaKentucky’s Large CustomerRelationsgroup. ColumbiaKentucky

reporteda 22 percentdecreasein industrial transportationvolumesfrom 2023 actual to

2025forecasted.265ColumbiaKentuckystatedthata single largetransportationcustomer

accountsfor over half of the annual load and that this customerhasaccessto another

pipeline for its gastransportationrequirements.Columbia Kentuckyproposeda volume

reduction impacting the industrial transportationclass to reflect the single customer’s

historical throughputof approximately6 Bcf266 asopposedto the most recentvolume of

10 Bcf.267 ColumbiaKentuckyjustified this adjustmentby citing the high threatof bypass,

andthat its proposedforecastedusagefalls in line with its averageannualtotal usagefor

264 Application, Volume 3, Tab 26, Direct Testimonyof Michael Girata (Girata Direct Testimony)
(filed May 23, 2024)at 4—5.

265 Girata Direct Testimonyat 10, Table 2.

266 Bcf is a Billion cubic feet. I Bcf of naturalgasis equalto 1,000,000Mcf.

267 Columbia Kentucky’s Responseto CommissionStaff’s SecondRequestfor Information (Staff’s
SecondRequest)(filed July 10, 2024), Item 48.
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the customer.268No interveningparty challengedColumbia Kentucky’s methodologyin

developingcustomercountsand classusageor its weathernormalizationmethodology.

The Commissionfinds the forecastedindustrial transportationvolumes,given the

statusof the large transportationcustomerand the justification providedfor the threatof

bypass,to be acceptablein this instance. The Commissionfurthermoreacceptsthe 20-

yearweathernormalizationstudy as provided by Columbia Kentucky. However,due to

changesin weatherpatternsover the past few decades,the Commissionnotesthat a

weathernormalization study using a shorter timeframe may provide a more accurate

predicterof naturalgasusage. Therefore,the Commissionrecommendsthat Columbia

Kentucky should perform a 15-yearweathernormalization study as well as a 20-year

weathernormalizationstudyto presentin its next baserate case. In addition, Columbia

Kentucky should also consider providing accompanying testimony explaining the

methodologyusedin the studies,comparingits outcomesof both studies,and providing

justification for the length of time chosenfor forecastingnormalweather.

Costof ServiceStudy

ColumbiaKentuckyfiled threecostof servicestudies(COSS),which are identified

as the Customer/Demandstudy, Demand/Commoditystudy, and the Averagestudy.269

The first, a customer/demandstudy, allocateddistribution main costsusing a composite

weighting betweena minimum systeminvestmentthat is allocatedusing the numberof

customersversusthe remainderof the mainscostsbeing allocatedbasedon designday

268 columbiaKentucky’s Responseto CommissionStaff’s Post-HearingRequest,Item 9.

269 Application, Volume 3 , Tab 24, Direct Testimonyof RonaldJ. Amen (Amen Direct Testimony)
(filed May 23, 2024)at 15.
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demandrequirements.27°For the second,a demand/commoditystudy, distribution main

costsare allocatedusing a compositefactor basedon designday demandand annual

usage,commonly referredto asthe peakand averagemethod.271 The third study is an

averagestudy whereequal weight is given to the other two for the allocation of mains

costs.272 The differences among the studies performed is the application of the

distribution mainsallocationfactorsandthe impacton the calculationof relatedallocation

factors.273 Pursuantto the Commission’sdirective in CaseNo. 2O21OO183,274Columbia

Kentuckyalsousedthe zero-interceptapproachfor the allocationof distribution mainsfor

the purposeof determiningthe customercomponent.The resultsof the variousCOSS’s

illustrate that thereare high levels of subsidizationoccurring betweenthe different rate

classes;specifically, that several of the non-residentialclassesare subsidizing the

residentialclass.275

Having reviewedColumbiaKentucky’smultiple COSSs,the Commissionfinds the

evaluationof the resultsto beacceptablefor useasa guidefor the allocationthe revenue

increasegrantedherein. The Commissionfinds that ColumbiaKentuckyshouldcontinue

to file multiple COSSsin future baseratefilings and shouldcontinueto include a COSS

basedupon the zero-interceptmethod for the allocation of distribution mains. If such

270 Application, AttachmentRJA-2, page8 of 59.

271 Application, AttachmentRJA-2, page8 of 59.

272 Application, AttachmentRJA-2, page8 of 59.

273 Application, Volume 3 , Tab 24, Amen Direct Testimony(filed May 23, 2024) at 20.

274 CaseNo. 2021-00183, Order(Ky. PSCDec. 28, 2021), orderingparagraph15.

275 Application, AttachmentRJA-2, page21 of 59.
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study doesnot producereasonableresults,a COSSshould be filed wheredistribution

mainsareallocatedas 100 percentdemand.

RevenueAllocation and RateDesign

Columbia Kentucky proposed to divide the Rate MLDS class based on the

customers’ annual transportation volume and to establish two separatecustomer

charges.216MLDS customerswho useup to 400,000Mcf of gasin a yearwereproposed

to beassesseda $300permonthcharge,while a MLDS customerwho usesover400,000

Mcf of gas in a yearwere proposedto be assessed$600 per month. Due to MLDS

customersrequiring a connectiondirectly througha dual-purposemeterto facilities of an

interstatepipelinesupplier,277ColumbiaKentuckystatedthat it doesnot havefacilities in

placeto servethesecustomersotherthan the meters.278ColumbiaKentuckyperformed

a specialstudy to directly assigna portion of the specific distribution plant installed to

servethe MLDS customers.279 No intervening party provided testimonyon Columbia

Kentucky’s proposedchangesto the Rate MLDS classstructure.28°

In the Joint Settlement,the Partiesagreedto the revenueallocation as proposed

by ColumbiaKentucky in the Application, with the exceptionto the allocationof the Rate

DS declining block usagerates. Columbia Kentucky had proposedto increaseeachof

the three volumetric Delivery Chargeblocks by an equal percentage. KIUC provided

testimonyrelatedto the allocation of Rate DS block usagerates,arguing that Columbia

276 Amen Direct Testimonyat 42.

277 SeecolumbiaKentucky’stariff eighth revisedsheetNo. 41, subsection3 underAvailability.

278 Application, Volume 3, Tab 24, Amen Direct Testimony(filed May 23, 2024)at 15.

279 Amen Direct Testimonyat 15.

280 Direct Testimonyof Kevin Murray (Murray Direct Testimony)(filed Aug. 14, 2024).
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Kentucky’sproposaldoesnot align with the filed COSS,which indicatesthatthereare no

commodity/volumetriccostsassociatedwith ColumbiaKentucky’sserviceto its RateDS

or Rate IS customers.KIUC’s proposalwasthat the increaseto the volumetricportion of

Rate DS would be applied in equal percentagesto the first two blocks, while the third

block would remain unchanged. The Joint Settlementrevenueallocation for Rate DS

adoptedKIUC’s proposal. The Joint Settlementallocationof revenueby rateclassis as

follows:

RateCiass Portionof RevenueIncrease
GSR/GTR 64.660%
GSO/GTO/GDS 27.626%
IS/DS 7.478%
IUS 0.012%
MLDS 0.224%

Total 100.000%

Based on Columbia Kentucky’s total revenuerequirementincreaseof $14.293

million due to the filing of the final rate caseexpense,as shown in Appendix A, the

Commissionfinds that the revenueincreaseshould follow the allocation method as

agreedupon in the Joint Settlement.The revenueallocation for the rate classeswill be

appliedto the volumetricrates,whereapplicable,while the agreedcustomerchargeswill

remain unchangedfrom the Joint Settlement. The Commission’sdeterminationof the

ratesto be fair, just and reasonablebasedon the revenuerequirementincreaseas

agreedto by the Partiesand the revenueallocationare shown in the ratesand charges

as set forth in Appendix C to this Order. The Partiesagreedto a residentialcustomer

charge of $21.25 per billing period, which is an increaseof $1.50 from the current

customerchargeof $19.75per billing period. In addition, the Partiestenderedtariffs and
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agreedto the remaining proposedcustomerchargeincreases.281Basedon the Joint

Settlementrevenueallocationthe Residentialbaseusageratewould be $6.0958perMcf.

A Residentialcustomerwith averagemonthlyusageof 5.5 Mcf will experiencean average

monthly bill of $54.78which is an increaseof $6.14or an increaseof 12.62percentfrom

averagemonthly bill of $48.64basedon currentrates.

Having reviewed the record and being otherwise sufficiently advised, the

Commissionapprovesthe proposedrevenueallocation,proposedcustomerchargesfor

all classes,proposedsplit in the customerchargeto the Rate MLDS class, and the

proposedchangeto RateDS asagreedto in the Joint Settlement.

On October14, 2024, revisedtariff sheetswerefiled reflecting the rates,charges,

and terms of the Joint Settlementagreedupon by the Partiesand proposedto the

Commission.282 The Gas Cost Adjustment (GCA), Demand and Commodity usage

chargesused in the Joint Settlement’stenderedrevised tariff sheetsreflected rates

approvedfor billing with the final meter readingsbeginning on and after February29,

2024, by the Commission in Case No. 202400011,283adjusted for the rate case

uncollectiblefactor.284 Upon review of the Joint Settlementand the Joint Settlement’s

tenderedrevisedtariff sheets,the Partiesfailed to correctfor the currentGCA Demand

and Commodityusagechargesasapprovedby the Commissionfor billing with the final

281 Joint Settlement,AttachmentB.

282 Joint Settlement(filed Oct. 14, 2024),Appendix B.

283 Case No. 2024-00011,Electronic PurchasedGas AdjustmentFiling Of Columbia Gas Of
Kentucky, Inc. (Ky. PSCFeb.26, 2024), Order.

284 Columbia Kentucky’s prior rate caseuncollectablefactor of 0.00428 was approvedby the
Commissionin CaseNo. 2021-00183(Ky. PSC Dec. 28, 2021), Order,Appendix B, page1 of 3, footnote
1. The Joint Settlementincludesa proposedratecaseuncollectablefactor of 0.00417.
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meterreadingsbeginningon and after November26, 2024, in CaseNo. 2024-00341285,

adjusted for the rate case uncollectible factor of 0.00417286 as approved in this

proceeding.

However, the Commissionfinds that the incorrectGCA chargesusedin the Joint

Settlement’srevised tariff sheetshave no impact on the final rates and chargesas

proposedby the Joint Settlementandacceptedby the Commissionin this proceeding.A

correctionto the Joint Settlement’srevisedtariff sheets,asshown in Appendix C to this

Order, to includethe correctedGCA usagerates,adjustedfor the ratecaseuncollectible

factor.287 Therefore,the Joint Settlement’srevised tariff sheetswith the updatedGCA

usage rates, including the updated uncollectible factor, should be acceptedby the

Commission.

TARIFFS

Late PaymentPenalty

ColumbiaKentucky proposedto removethe Late PaymentPenaltyfor residential

servicecurrentlyincluded in the GeneralTerms,Conditions,Rulesand RegulationsTariff,

SheetNo. 74288 Columbia Kentuckyexplainedthat the proposedshift in residentiallate

payment penalties collection to base rates is based on Columbia Kentucky’s

understandingof the Commission’sOrder in its last baserate case,CaseNo. 2021-

285 Case No. 2024-00341,Electronic PurchasedGas AdjustmentFiling Of Columbia Gas Of
Kentucky, Inc. (Ky. scNov. 25, 2024), Order.

286 Application, Direct Testimonyof TamalehL. Shaeffer,AttachmentTS-1, page1 of 1.

287 CaseNo. 2024-00341 (filed. Oct. 25, 2024), “December_2024_GCA_worksheet_(final).xlsx”,
Tab: “1 EGC”, Cell G47. The Uncollectableratio input was changedfrom “0.00428” to ‘0.00417” to reflect
the updateto the GCA Demandand Commodityusageratesasacceptedin this proceeding.

288 Application at 6, paragraph22.
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00183.289 In the previouscase,the Commissionstatedthat ColumbiaKentuckycould be

“overstatingthecostsassociatedwith late payersby including itemsthatdon’t necessarily

apply to all late payers,suchasthe costof the terminationnotice,outboundand inbound

calls and collection premisevisits.”290 Columbia Kentuckyarguedthat the costsare not

incurredto serveresidentialcustomersthatpayon time andthatthe natureof thesecosts

havenot changedsinceColumbiaKentucky’s lastbaseratecase.291ColumbiaKentucky

statedthat basedon the Commission’sstatedconcernregardingresidentiallate payers,

the alternativecourse is to recoverthe costs as part of baserates insteadof a late

paymentpenalty.292

At the hearing,witnessJudy Cooper,on behalf of Columbia Kentucky, testified

that the original purposeof the late paymentfee was as an incentive for residential

customersto pay on time and that she believesthat the fee hasactedas intended.293

Witness Cooperstatedthat the late paymentfee goestowardsoffsetting the revenue

requirement,and that there would be no cost savingsfor Columbia Kentucky or its

customers,apartfrom customerswho pay late.294 Columbia Kentucky arguedthat the

removalof the late paymentfeefor residentialcustomersis beneficialto thosecustomers

289 columbia Kentucky’ Responseto Staff’s SecondRequest,Item 46a.

290 columbia Kentucky’s Responseto Staff’s SecondRequest,Item 46a citing CaseNo. 2021-
00183,OrderdatedDecember28, 2021, page44.

291 Columbia Kentucky’ Responseto Staff’s SecondRequest,Item 46a.

292 ColumbiaKentucky’ responseto Staff’s Second,Item 46a.

293 HVT of the October21, 2024 Hearingat 9:57:33to 9:58:24.

294 HVT of the October21,2024 Hearingat 10:00:09to 10:01.
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who face hardships paying bills, especially in the winter heating season.295 No

intervenorsprovidedtestimonyon this issue.

For Joint Settlementpurposes,the Partiesagreedwith the removal of the late

paymentpenaltyfor residentialservices.296

Having consideredthe record and being otherwise sufficiently advised, the

Commissionfinds that the removal of the late paymentpenalty as laid out in the Joint

Settlementis reasonableand shouldbe approved.

StateTAAF

Columbia Kentucky proposedto reinstateTariff Sheet7a as the StateTAAF.297

ColumbiaKentuckyexplainedthat Tariff SheetNo. 7a wasoriginally the TAAF approved

by the Commission in Case No. 2O18OOO41298for a federal tax changeand was

cancelledin CaseNo. 2O21OO183299when the impactsof the federal tax changewere

incorporatedinto baserates.30°ColumbiaKentuckystatedthatthis amendedtariff would

be utilized to implementthe effectsof future changesin statetax law resultingfrom the

action or inaction of the Kentucky GeneralAssembly.301 Columbia Kentuckystatedthat

the StateTAAF could be a collection from, or credit to, customersbasedupon the state

295 Columbia Kentucky’s PostHearingBrief at 21.

296 Joint Settlementat 9.

297 Application at 3, paragraph6.

298 CaseNo. 2018-00041,In the Matterof the ElectronicInvestigationof the Impactof the Tax Cuts
andJobsAct on the Ratesof ColumbiaGasof Kentucky, Inc., Order (Ky PSCApril 30, 2018), Order.

299 CaseNo. 2021-00183December28, 2021 Order.

300 Application, Volume 2, Tab 19, Direct Testimonyof Judy Cooper(CooperDirect Testimony)
(filed May 23, 2024)at 9.

301 Application at 3, paragraph6.
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tax law.302 Columbia Kentucky statedthat the TAAF would be set at zero until the

effectivedateof anystatetax changes.303No intervenorsprovidedtestimonyon theState

TAAF.

As part of the settlement,Columbia Kentucky’s agreedto withdraw the proposed

StateTAAF mechanism.304

Having reviewed the record and being otherwise sufficiently advised, the

CommissionapprovesColumbiaKentucky’s withdrawal of its proposalfor a StateTAAF

Tariff.

OtherTariff Changes

Columbia Kentucky also proposedto provide for the inclusion of uncollectible

expensein future SMRP filing. Additionally, Columbia Kentuckyproposedto modify the

customerchargeprovisionof ratescheduleMLDS to segmenttheapplicablerateinto two

blocks basedupon the customersAnnual TransportationVolume. Both proposalsare

discussedin more detail above. All partiesagreedto theseprovisions in the settlement

agreement.305

Therefore,the Commissionfinds that the proposedtariff changesare reasonable

andare approved.

302 Application at 3, paragraph6.

303 Application at 3, paragraph6.

304 Joint Settlementat 7, paragraph8.

305 Joint Settlementat 8-9, paragraph11.
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DISTRIBUTION INTEGRITY MANAGEMENT PROGRAM (DIMP)

On February12,2010,the PipelineandHazardousMaterialsSafetyAdministration

(PHMSA) finalized 49 CFR Subtitle B Chapter 1 SubchapterD Part 192, SubpartP,

establishing integrity management(IM) requirements for gas distribution pipeline

systems.The regulationsrequireoperatorssuchasColumbiaKentuckyto develop,write

and implementan integrity managementprogram. The regulationsgo on to identify

severalelementsrequiredfor a distribution integrity managementprogram.306As part of

the review of the rate application,the Commissionalso reviewedseveralof the policies

and proceduresof Columbia Kentucky. In doing so, the Commission requested

information to confirm that Columbia Kentuckywas in compliancethis particularfederal

regulation.

On morethanoneoccasion,ColumbiaKentuckywasaskedto provideits DIMP.307

Instead, Don Ayers, on behalf of Columbia Kentucky, statedNiSource, Inc., its parent

companythat actuallyhasno employees,had a plan.308 However, § 192.1005required

thata gasdistribution operatordevelopand implementan integrity managementprogram

that includes a written integrity managementplan as specified in § 192.1007before

August2, 2011. Thereare no exceptionsfor parentand affiliate companies.In addition,

operatorsarerequiredto maintain,for a period of at least10 years,the following records:

(1) A written IM plan in accordancewith this section,including
supersededIM plans;
(2) Documentssupportingthreatidentification; and

306 § 192.1007

307 CommissionStaff’s Third Requestfor Information, Item 1; CommissionStaffs Fifth Requestfor
Information, Item 6; CommissionStaff’s Fifth Requestfor Information, Item 7.

308 Columbia Kentucky’s Responseto Staff’s Third Request,Item 1, CONFIDENTIAL Attachment
A.
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(3) Documentsshowingthe location and materialof all piping
and appurtenancesthat are installed after the effective date
of the operator’s IM programand, to the extent known, the
location and materialof all pipe andappurtenancesthatwere
existing on the effectivedateof the operator’sprogram.309

The Commissionwill recommendthat the Division of Inspectionsfollow-up on this

apparentfailure to comply with the federal regulationsto determinethe extent that

Columbia Kentucky is out of compliancewith the federal regulations. In addition, the

Commissionwill expectColumbiaKentuckyto providea completeresponsewhena DIMP

is requestedin future cases.

IT IS THEREFOREORDEREDthat:

1. The ratesand chargesproposedby Columbia Kentucky in its application

aredenied.

2. The Joint Settlement, attachedto this Order as Appendix B (without

exhibits), is approved.

3. The ratesand chargesassetforth in AppendixC areapprovedasfair, just

and reasonableratesfor ColumbiaKentucky, and theseratesand chargesareapproved

for serviceon and after January1, 2025.

4. Within 20 daysof the dateof this Order, Columbia Kentuckyshall file with

theCommission,usingthe Commission’selectronicTariff Filing System,newtariff sheets

setting forth the rates,charges,and modificationsapprovedor as requiredherein and

reflecting their effectivedateand that theywere authorizedby this Order.

5. This caseis closedand removedfrom the Commission’sdocket.

309 §192.1011.
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