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L INTRODUCTION

This appeal concerns the Public Utilities Commission of Ohio’s (“PUCO”) order
approving a settlement between Christi Water System, Inc. (“Christi Water”) and the PUCO
Staff that forces residential utility consumers to pay for Christi Water’s substantial unaccounted
for water loss. (Appx. 6). The PUCQO’s decision is unjust and unreasonable and it violates R.C.
4909.18 (Appx. 85), R.C. 4909.19(C) (Appx. 87), and several Supreme Court of Ohio decisions
including In re Suburban Nat. Gas Co., 2021-Ohio-3224 and Columbus & Southern Ohio
Electric Co. v. Public Utilities Comm., 58 Ohio St.2d 120 (1979).

The Office of the Ohio Consumers’ Counsel (“OCC”) opposed the settlement between
the PUCO Staff and Christi Water. Christi Water’s residential utility consumers should not have
to pay for the massive water loss that Christi Water failed to address. Rather than holding Christi
Water accountable, the PUCO’s order allows Christi Water to charge consumers for all of the
extreme (more than 30%) water loss. The PUCQO’s decision unlawfully and unreasonably shifted
the burden of proof away from Christi Water onto OCC. The PUCO said that OCC, and not
Christi, must prove the extent of the water loss before it would exclude the extreme water loss
from rates charged to Christi Water’s consumers. The PUCO’s decision to charge Christi
Water’s consumers for all of its lost water resulted in unlawful and unreasonable rates to Christi
Water’s consumers.

The PUCO also failed to consider management policies and practices under R.C.
4909.154 (Appx. 83) when setting the water rates to be paid by Christi Water’s approximately
197 consumers. Although the undisputed record demonstrated longstanding and continuing
deficiencies in Christi Water’s management practices, accounting, reporting, leak detection, and

system maintenance, the PUCO deferred those issues to future proceedings. But it was required



by law to consider the management (and here, mismanagement) policies and practices when
setting rates.

The General Assembly has established clear protections for Ohio utility consumers, and
this Court has repeatedly enforced them. Because the PUCO shifted the burden of proof and
failed to consider Christi Water’s management practices in setting current rates, its order is
unlawful and unreasonable. The Court should reverse, in part, the PUCO’s rate setting order and
vacate its findings that require Christi Water consumers to pay for the huge water losses (more

than 30%) that were happening during the test year and beyond.

II. STANDARD OF REVIEW

R.C. 4903.13 (Appx. 74) governs this Court’s review of PUCO orders. It provides in
pertinent part, “[a] final order made by the public utilities commission shall be reversed, vacated,
or modified by the supreme court on appeal, if, upon consideration of the record, such court is of
the opinion that such order was unlawful or unreasonable * * *.” The Court has interpreted this
standard as turning upon whether the issue presents a question of fact or question of law. Office
of Consumers’ Counsel v. Public Utilities Comm., 58 Ohio St.2d 108, 110 (1979).

Where the issue presents a question of fact, the Court has held it will not reverse the
PUCO’s decision unless the PUCO’s findings are “manifestly against the weight of evidence” or
are “so clearly unsupported by the record as to show misapprehension, mistake, or willful
disregard of duty.” Indus. Energy Users-Ohio v. Pub. Util. Comm., 2008-Ohi10-990, 9 12. In
addition, the Court can reverse a PUCO order when the PUCO abuses its discretion by rendering
a decision on an issue without record evidence or support. Indus. Energy Users-Ohio v. Pub.

Util. Comm., 2008-Ohi0-990, 9 30.



Where the issue presents a question of law, the Court will review the issue de novo,
giving the Court “complete, independent power of review.” Office of Consumers’ Counsel v.
Public Utilities Comm., 58 Ohio St.2d 108, 110 (1979). Under a de novo review, legal issues are
subject to a more intensive examination by this Court than are factual issues. /d. Further, no
deference is given to the PUCQO’s rulings on questions of law. TWISM Ents., L.L.C. v. State Bd.
of Registration for Professional Engineers & Surveyors, 2022-Ohio-4677, 99 3, 38.

With mixed questions of law and fact, the Court must review the evidence to determine
whether the findings of fact are reasonable and lawful. But the Court must also review whether
the legal principles have been properly applied. Motor Freight Inc. v. Public Utilities Comm.,
120 Ohio St. 1, 6 (1929).

The Court should use a de novo standard of review for OCC’s Proposition of Law No. 1.
OCC contends that the PUCO’s order unlawfully shifted the burden of proof from the utility —
Christi Water — to OCC. The Court must apply R.C. 4909.18 (Appx. 85) and R.C. 4909.19(C)
(Appx. 87) to resolve this issue.

OCC Proposition of Law No. 2 raises questions of both law and fact. It requires the Court
to consider and apply R.C. 4909.154 (Appx. 83). OCC’s argument there is that the PUCO failed
to consider Christi Water’s imprudent management and organizational policies when fixing the
rates to be charged to Christi Water’s consumers. The Court will have to apply R.C. 4909.154
(Appx. 83) to the facts of this case to decide this issue.

With these standards of review in mind, Appellant asks the Court to correct the errors in

the PUCO’s decisions that have directly harmed Christi Water’s consumers.



II1. STATEMENT OF FACTS

The case below concerns the PUCO’s approval of Christi Water’s application to increase
its rates. (Appx. 6). Christi Water is a waterworks company as defined under R.C. 4905.02
(Appx. 75) that operates in Christi Meadows Subdivision, River Chase Properties, and Webco
Properties, all in Defiance County, Ohio. (R. 2 at Ex. 1) (Supp. at 5). Christi Water purchases all
of its water supplied to its approximately 197 residents from the City of Defiance. (R. 7 at 1)
(Supp. at 24).

On August 8, 2024, Christi Water filed an application to increase its rates (R. 1),
amending that application on August 29, 2024. (R. 2) (Supp. at 1). Christi Water proposed a
30.51% increase in its minimum bill. (R. 7 at 9, Table 1) (Supp. at 32). Christi Water proposed to
charge its consumers expenses that included $86,215 of purchased water expense. (R. 7 at 39
(Schedule C-2.1, Ln. 4)) (Supp. at 62), (R. 7 at 43 (Schedule C-3.3, Ln. 2)) (Supp. at 66).

OCC moved to intervene on September 3, 2024 to represent Christi Water’s residential
utility consumers. (R. 3 at 1-2). The PUCO approved OCC'’s intervention on October 15, 2024.
(R. 5, 9 8). No other party intervened. (Appx. 7).

On March 21, 2025, PUCO Staff submitted their Staff Report. (R. 7) (Supp. at 22). In
their report, PUCO Staff noted that they had conducted a customer service audit of Christi Water
in May 2021 that “identified a lack of timely meter reads, deposit concerns, and financial
responsibility concerns” and recommended that Christi Water “add estimated outage duration to
their planned outage notice, set up payment plans for customers using medical certifications . . .
and update their tariff to reflect the current bill format.” Id. at 11 (Supp. at 34). As of 2025,
PUCO Staff found that Christi Water “had not updated notices, bills, and procedures noted in the

audit.” Id. (Supp. at 34).



The Staff Report further noted that in Christi Water’s most recent rate case in 2020, In
the Matter of the Application of Christi Water System, Inc. for an Increase in Rates and Charges,
Pub. Util. Comm. No. 20-1428-WW-AIR, Finding and Order, 2021 Ohio PUC LEXIS 570 (Sept.
23, 2021), Christi Water was found to not conform its accounting practices to the Uniform
System of Accounts (“USOA”) as required by Ohio Adm.Code 4901:1-15-32(D)(2). (R. 7 at 13)
(Supp. at 36). PUCO Staff reported that Christi Water’s failure to follow the USOA continued
into this case. (R. 7 at 5) (Supp. at 28).

The PUCO Staff recommended an across-the-board rate increase of 19.33 percent. /d. at
10 (Table 3) (Supp. at 33). Not only did PUCO Staff include all of Christi Water’s purchased
water expense but it further increased Christi Water’s test-year purchased water expense by
$16,795 —to $103,010 — to account for increase in charges from the City of Defiance that were
effective January 1, 2024 (outside of the test year). (R. 7 at 5, 43 (Schedule C-3.3)) (Supp. at 28,
66).

On April 21, 2025, OCC timely filed its Objections to the PUCO Staff’s report. (R. 9).
OCC’s objections included, but were not limited to, that PUCO Staff erred and harmed
consumers by proposing a too high rate of return (R. 9 at Objection No. 1, p. 4) and a revenue
requirement and proposed rates based upon water purchase amounts that were inconsistent with
Christi Water’s sales figures and reported sales volumes. (R. 9 at Objection No. 2., p. 5). OCC
also objected to the PUCO Staft’s failure to protect consumers from Christi Water’s system
leakage and water loss. (R. 9 at Objection Nos. 3, 4, 5 and 7). OCC’s objections also addressed
PUCO Staff’s failure to demand management accountability from Christi Water. (R. 9 at

Objection Nos. 3,4, 5, 6, 7 and 8).



In support of its Objections to the PUCO Staff Report, OCC presented the Direct
Testimony of Andrew R. Tinkham. (R. Test. Direct Testimony Andrew R. Tinkham (May 14,
2025)).

On May 14, 2025, Christi Water and PUCO Staff filed with the PUCO a “Stipulation and
Recommendation” (“Settlement”) to resolve the issues in the case. (R. 11) (Supp. at 79). OCC
did not sign the Settlement.

OCC filed the testimony of Andrew R. Tinkham in opposition to the Settlement. (R. Test.
Testimony in Opposition to the Settlement of Andrew R. Tinkham (May 22, 2025)) (Supp. at
87). Mr. Tinkham testified that the Settlement between the PUCO Staff and Christi Water failed
to satisfy the PUCO’s three-part test for approving settlements. /d. at 3 (Supp. at 91). Mr.
Tinkham further testified that based on the actual City of Defiance invoices (Attachment ART-2)
(Supp. at 127) Christi Water purchased 1,286,867 cubic feet of water from the City of Defiance
in the 2023 test year. (R. Test. Testimony in Opposition to the Settlement of Andrew R. Tinkham
at 15 (May 22, 2025)) (Supp. at 103). And Christi Water only delivered 887,980 c.f. of water to
its consumers, a difference of approximately 31%. Id. (Supp. at 103). Mr. Tinkham further
testified that under the Settlement “Christi consumers end up paying for the Company’s
unaccounted for water through rates.” Id. at 15 (Supp. at 103).

In fact, applying that 31% of water that Christi Water never accounted for to PUCO
Staff’s adjusted purchase water expense of $103,010 results in a difference of $31,933.10 in
purchased water expense.

PUCO Staff filed the testimony of Annie Baas in support of the Settlement. (R. Test.

Prefiled Testimony of Annie Bass (April 14, 2025)).



The first evidentiary hearing regarding the Settlement was held on May 27, 2025. (R.
Trans. (May 27, 2025 Hearing) (Evidentiary Hearing Transcript was docketed June 11, 2025)).
OCC subpoenaed Kent Beilharz, President/Vice President and Secretary/Treasurer of Christi
Water to testify at the Hearing. (R. 19). Mr. Beilharz testified that although he understood that
under the Ohio Administrative Code water loss greater than 15% was unacceptable he did not
know the percentage of water loss for Christi Water during the test period. (R. Trans. (May 27,
2025 Hearing) at 107:21 — 108:8) (Supp. at 139-140).

During cross-examination by OCC, PUCO Staff witness Annie Baas likewise testified
that she did “not have an accurate percentage for unaccounted water calculated.” (R. Trans. (May
27,2025 Hearing) at 163:17-19) (Supp. at 141). Additionally, Ms. Baas testified that PUCO
Staff did not perform a review of water loss as part of its rate case evaluation. /d. at 168:16-22.
(Supp. at 43)

Ms. Baas testified that under PUCO Staff’s recommended rates, no adjustment was made
to account for water loss. /d. at 169:16 - 170:4. (Supp. at 144-145). She did state that PUCO
Staff increased the purchase water expense included in their recommended rates based on an
outside-the-test-year rate increase from the City of Defiance. /d. at 170:3-22. (Supp. at 145). But
again, no adjustment was made to relieve consumers from having to pay for water they never
received. Id. at 170:23 — 171:3. (Supp. at 145-146).

On June 10, 2025, shortly after the May 27, 2025 initial evidentiary hearing, Christi
Water filed with the PUCO responses to OCC’s discovery requests. (R. 24). Christi Water
attached to the response a partial water leak detection survey conducted by Aqua-Line Leak
Detection Services (“Aqua-Line”). (R. 24 at 6) (Supp. at 149 (OCC Ex. 1 to the Aug. 27, 2025

Hearing)). The survey of Christi Water’s distribution system was conducted on June 5, 2025,



after the evidentiary hearing concluded. /d. (Supp. at 147 (OCC Ex. 1 to the Aug. 27, 2025
Hearing)).

The survey found that of the four miles of pipe surveyed, there were two leaks. Id. at 2-1
(Supp. at 150). First, 4140 Misty Shores Road had a curb stop leak resulting in 250 gallons per
day of lost water. Id. at 2-2 (Table 2-1) (Supp. at 151). The second leak was behind 3113 Forest
Hills Drive, which saw 7,500 gallons per day lost. /d. (Supp at 151). The Report ultimately
estimated that repairing the leaks and following their recommendations would reduce
unaccounted for water loss by between five and fifteen percent. Id. at 3-1 (Supp. at 152).

OCC filed a motion to reopen the proceeding and stay the briefing (R. 25). On July 9,
2025 the PUCO granted OCC’s motion for the “limited purpose of taking additional evidence
related to the Study’s impact on the Commission’s consideration of the Stipulation.” (R. 28,
18). A second evidentiary hearing was held on August 27, 2025 for that limited purpose.

OCC subpoenaed several witnesses to testify at the hearing. This included Christi Water
employees Kent Beilharz (R. 53) and Galen Locher (R. 55), the owner of the property in front of
the 7,500 gallon per day leak; John L. Brown (R. 56); and Sam Darnall (R. 54), from Aqua-Line
who participated in the partial water loss leak detection survey. In the August 27 hearing, Sam
Darnall, General Manager and part-owner of Aqua-Line, testified that Christi Water’s employee
Galen Locher told him about the problem area behind Forest Hills Drive. (R. Trans. at 21:17 —
22:6 (Aug. 27, 2025 Hearing) (Evidentiary Hearing Transcript was docketed Sept. 10, 2025))
(Supp. at 157-158). In addition, Mr. Darnell testified that the water leak survey inspection
performed by Aqua-Line only included 86 out of Christi Water’s 200 service connections. (R.

Trans. at 30:10-24 (Aug. 27, 2025 Hearing)) (Supp. at 159).



John L. Brown, the owner of the property in front of the leak, testified that in
approximately 2022, while using a mini-excavator to install a storm drain, he cut the water line
behind his property causing water to come shooting out. (R. Trans. at 122-123 (Aug. 27, 2025
Hearing)) (Supp. at 161-162).

Galen Locher, Christi Water’s employee responsible for maintaining water service to
consumers and overseeing the replacement of lines that are leaking, (R. Trans. at 85:20-25 (Aug.
27,2025 Hearing)) (Supp. at 164), testified that Mr. Brown had covered-over the line when he
arrived and that he never saw the “repair” of the line itself. /d. at 89:4 - 90:4. (Supp. at 165).
With respect to the subsequent 7,500 gallon per day water loss reported by Aqua-Line, Mr.
Brown testified that it was probably within 20 feet of where he had previously cut the line in
2022. Id. at 134:16-20 (Supp. at 163).

Galen Locher, Christi Water’s employee, testified that the company’s method of
inspecting for water leaks consisted of a person driving a car around the neighborhood looking
for leaks. (R. Trans. at 116-117 (Aug. 27, 2025 Hearing)) (Supp. at 168-169). And he further
testified that the 7,500 gallon per day leak behind Mr. Brown’s house at 3113 Forest Hills Drive
was not visible from the roadway. /d. at 117 (Supp. at 169).

Christi Water itself admitted in responding to OCC’s INT-06-004 that:

The licensed operator of record, Christina Hinchcliff, drives
through the water system three times weekly and inspects the
system for possible water leaks.

This specific leak is undetectable from normal inspection as it was
located in a heavily wooded area behind a remote property at 3113
Forest Hills, Defiance, OH 43512. Christina was likely unaware of
the 2’ service line in the woods and therefore would have no

reason to inspect the area.

(Supp. at 153-155 (OCC Ex. 17 to the Aug. 27, 2025 Evidentiary Hearing)).



Mr. Locher, Christi Water’s employee responsible for overseeing leak repairs, further
testified that before 2025 “the only prior time [he] had been behind Mr. Brown’s property in the
area of the leak was when [Mr. Brown] had cut the line many years ago.” (R. Trans. at 109 (Aug.
27,2025 Hearing)) (Supp. at 167). And, as described above, Mr. Locher never actually saw how
the repair was done or the actual repaired line.

Moreover, Kent Beilharz, Christi Water’s President/Vice President and
Secretary/Treasurer, claimed that he did not even know about the service line behind Mr.
Brown’s property until after the leak was discovered in 2025. (R. Trans. at 167 (Aug. 27, 2025
Hearing)) (Supp. at 171).

On September 24, 2025, OCC timely filed its Post Hearing Brief (R. 58) and PUCO Staff
timely filed its Initial Brief. (R. 57). On September 26, 2025, Christi Water filed a post hearing
letter. (R. 59). OCC’s motion to strike the untimely letter was granted by the PUCO on January
7,2026. (Appx. 9).

On January 7, 2026, the PUCO issued its order adopting the Settlement with the
additional requirement that Christi Water complete the leak study. (Appx. 32 and 42). In the
order, PUCO acknowledged that Ohio Adm.Code 4901:1-15-20 (Appx. 90) required that on a
quarterly basis Christi Water must:

1) Calculate and determine water loss volume in gallons per service

connection per day per system average operating pressure based on
a rolling twelve-month average in each of its system(s) and report
on the quarterly report;

2) Determine the percentage of water loss from the water system

based on a rolling 12 month average in each of its system(s) and

report on the quarterly report; and

3) Establish a target water loss volume (TWLV) in gallons per service
connection per day per system operating pressure for each of its

10



systems based on a minimum of 12 months of data. The TWLV
shall be reviewed and approved by staff annually.

(Appx. 31).

However, the PUCO determined that Christi Water’s failures to determine water loss did
not warrant a present ratemaking consequence, such as a disallowance. (Appx. 32, 38). The
PUCO concluded that OCC failed to demonstrate “that the precedent conditions set forth in Ohio
Adm.Code 4901:1-15-20 exist for the purpose of disallowing water purchase expenses during the
test year” and that the unaccounted for purchased-water loss was not reasonable. (Appx. 32,
72). Furthermore, the PUCO found that there was “insufficient information to apply the
appropriate mathematical formula for the purpose of calculating the unaccounted-for water level
consistent with the Commission’s rules.” (Appx. 38, 9 83). It determined that a contributing
factor is the fact that Christi Water only performed a partial leak survey for Christi Water’s
service area and therefore had not developed sufficient information to accurately calculate its
unaccounted for water in accordance with the PUCO’s rules. (Appx. 38, 9 83).

As to the exact water loss, the PUCO explained that “based on the record, there has been
no demonstration that the Company has experienced a water loss of greater than 15 percent.”
(Appx. 38). Instead, the PUCO asserted that “[t]he issue of unaccounted-for water loss, as well
as OCC’s arguments relative to management-related issues, will be addressed on a going forward
basis” through future reporting, meter inspections and replacements, completion of the leak
survey, and other prospective requirements. (Appx. 39, 9 84).

On February 6, 2026, OCC timely applied for rehearing with 3 assignments of error.
(Appx. 56). First, that the burden of proof was unjustly shifted onto OCC. (Appx. 61-66).
Second, that the Stipulation allows Christi Water to charge consumers for unreasonably high

levels of lost water despite its ongoing violations of the Ohio Adm.Code. (Appx. 67-69). And

11



third, Christi Water’s imprudent management policies, practices, and organization were not
properly considered in rate-setting. (Appx. 69-71).
The PUCO denied OCC’s Application for Rehearing in total on March 4, 2026. (Appx.

53). OCC then filed a timely notice of appeal to the Court on May 4, 2026. (Appx. 1).

IV.  ARGUMENT

PROPOSITION OF LAW NO. 1: The PUCO violates R.C. 4909.18 (Appx. 85) and R.C.
4909.19(C) (Appx. 87) when it shifts the burden of proof away from the utility, onto an
intervenor to demonstrate that a utility’s purchased-water expense, including the
unaccounted-for water, was unreasonable. The Court determined in In re Suburban Nat.
Gas Co., 2021-Ohio-3224 that the burden of proof cannot be shifted away from the utility to
a party challenging a rate.

Ohio law unequivocally places the burden of proof on the utility to show that the rate
increase it requests is just and reasonable. See R.C. 4909.18 (Appx. 85), R.C. 4909.19(C) (Appx.
87), In re Application of Duke Energy Ohio, Inc., 2012-Ohio-1509, § 8. Under Ohio law, the
PUCO should have required Christi Water to demonstrate that its entire purchased-water expense
— including the large amount of water that was lost and not delivered to consumers — was
reasonable. It did not. Instead, the PUCO unlawfully shifted the utility’s burden of proof to an
intervenor, OCC. The PUCO approved Christi Water’s request to charge consumers for all of its
purchased-water expense, after finding that OCC failed to demonstrate that the water loss was
unreasonable. (Appx. 32). This resulted in unjust and unreasonable rates to Christi Water’s
consumers.

The PUCQO’s determination to grant Christi Water its entire purchased water expense was
purely a legal conclusion. Thus, the appropriate standard of review for OCC Proposition of Law
No. 1 is de novo. See TWISM Ents., L.L.C. v. State Bd. of Registration for Professional
Engineers & Surveyors, 2022-Ohi10-4677, 94 3, 38. And this Court has stated that “(d)e novo

review, of course, is not deferential at all.” Id. at 9 38.
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A. Ohio law places the burden of proving that proposed charges are just and
reasonable squarely upon the utility seeking the increase.

The PUCO order shifted Christi Water’s burden of proving that all of its charges are just
and reasonable to OCC. OCC then was tasked with demonstrating that Christi Water’s charges
were not just and reasonable. This violates state law, decisions of this Court, and the PUCO’s
own decisions.

The requirement that all charges proposed by a public utility must be “just” and
“reasonable” arises under R.C. 4905.22. (Appx. 77). The statute further states that “no unjust or
unreasonable charge shall be made or demanded for . . .” by a utility. (Appx. 77).

The PUCO is the agency that is responsible for assuring that all utility rates are just and
reasonable. R.C. 4909.17 (Appx. 84) requires, among other things, that no charge can become
effective until the PUCO determines it to be “just and reasonable.” (Emphasis added.) And
R.C. 4909.15 (Appx. 78) makes multiple references to the requirement of just and reasonable
rates. (Emphasis added.)

In proceedings before the PUCO, Ohio law places the burden of demonstrating that all
charges are just and reasonable on the utility seeking the increase. R.C. 4909.18 (Appx. 85)
expressly states that in a rate case, “the burden of proof to show that the proposals in the
application are just and reasonable shall be upon the public utility.” (Emphasis added.) R.C.
4909.19(C) (Appx. 87) further provides that at “any hearing involving rates or charges sought to
be increased, the burden of proof to show that the increased rates or charges are just and
reasonable shall be on the public utility.” (Emphasis added.)

In its decisions this Court has expressly held that the utility’s burden of proof cannot be
shifted to OCC. In In re Suburban Nat. Gas Co., 2021-Ohio-3224, Suburban hired an

engineering firm to address a low-pressure issue experienced in part of Suburban’s pipeline. /d.
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at 4 4. Suburban built a 4.9-mile pipeline extension and placed it into service on February 22,
2019, relying on the engineering analysis. /d. at § 5. OCC argued that at most only two miles of
the pipeline were used and useful as of February 28, 2019. Id. at § 8. OCC did not have its own
engineering expert but relied upon the testimony of the utility expert who modeled a two-mile
extension and testified that two miles was enough.

While the PUCO found the 4.9-mile line extension was used and useful, the Court did not
agree and reversed the PUCO. In the Court’s opinion, responding to the dissent by Justice
Donnelly, it addressed the burden of proof. The Court found itself “troubled by the dissent’s
suggestion that the Consumers’ Counsel needed to provide its own modeling or forecasts for its
overbuilding claim.” Citing R.C. 4909.18 (Appx. 85) and R.C. 4909.19(C). (Appx. 87), and
related authority,! the Court noted that it was the utility, not OCC that has the burden to show its
proposals are just and reasonable.

The Suburban case is not a one-off case by the Court. Instead, both the Court and the
PUCO have consistently recognized that the burden of proof belongs to the utility. Decades
earlier, the Court applied the same principle when it affirmed a PUCO holding in Columbus &
Southern Ohio Electric Co. v. Public Utilities Comm., 58 Ohio St.2d 120 (1979). There, the
utility included in its rate application an adjustment for a coal excise tax. /d. at 122. The PUCO
rejected the adjustment because the utility presented insufficient evidence to support the
estimated level of expense. Id. at 126. In doing so, the PUCO stated that “the very limited
evidence presented on this adjustment does not provide a basis for quantifying what allowance, if
any, is appropriate.” Id. The PUCO explained that the “burden of presenting and supporting

evidence as to the costs to be incurred rests with the utility . . .” Id. This Court agreed. /d.

' Ohio Edison Co., 63 Ohio St.3d at 558-559.
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This Court reached a similar decision in In re Application of Duke Energy Ohio, Inc.,
2012-Ohio-1509. In that case, Duke was seeking to recover costs incurred for restoring power
and repairing damage to its electrical infrastructure resulting from a major storm. /d. at 99 3-4.
This Court affirmed the PUCO decision that significantly reduced Duke’s recovery. Id. at 9 8-
10, 34. In doing so this Court stated that “Duke seems to generally misapprehend a basic point of
procedure in this case-namely, that it bore the burden of proving that its expenses were
reasonable.” Id. at § 8. And this Court stated that the PUCO “did not have to find the negative:
that the expenses were imprudent.” /d. It further explained that Duke showed “at best, that other
parties did not conclusively prove that the claimed expenses were unreasonable or
imprudent.” Id. at § 9. This Court stated that such a showing was “irrelevant because those
parties did not bear the burden of proof.” 1d.

B. The PUCO unreasonably and unlawfully shifted the burden of proof away from
the utility onto OCC.

The Settlement between Christi Water and PUCO Staff adopted Staff’s modifications to
the Application unless otherwise modified by the Stipulation. (R. 11 at 4) (Supp. at 82). There
being no other modifications to the purchase water expense within the Stipulation or by the
PUCO, Christi Water was allowed to collect from its consumers the purchased water expense as
modified by PUCO Staff in its Staff Report. (R. 7 at 5) (Supp. at 28). In other words, Christi
Water was allowed to charge its consumers for water that never reached their homes but was
somehow lost, somewhere on the water system operated by their utility.

The PUCO approved the Settlement despite evidence in the record that:

e Christi Water’s own conduct contributed to its inability to demonstrate the actual
amount of unaccounted for water. (Appx. 38).

e Christi Water had only performed a partial leak survey. (Appx. 38).
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e Christi Water had not developed sufficient information to accurately calculate its
unaccounted for water in accordance with the PUCQO’s rules. (Appx. 38).

With Christi Water lacking the information necessary to calculate its water loss accurately, it
lacked the information needed to demonstrate that its purchased-water expense, with more than a
30% water loss, was just and reasonable.

The only possible way for the PUCO to approve this purchase water expense was for the
PUCO to reverse the burden of proof. It did so when it approved the entire expense and found
that “OCC has not demonstrated that the precedent conditions set forth in Ohio Adm.Code
4901:1-15-20 exist for the purpose of disallowing water purchase expenses during the test year . .
.” (Emphasis added.) (Appx. 32). The PUCO also explained that “based on the record, there has
been no demonstration that the Company has experienced a water loss of greater than 15
percent.” (Appx. 38).

Those PUCO statements reveal the legal error that the PUCO committed. The PUCO
placing the burden on OCC (not Christi Water) stated that OCC had not demonstrated the
conditions for disallowing purchased water expenses during the test year. That was never the
proper inquiry. The relevant inquiry, as set forth by this Court’s decisions including those in In
re Suburban Nat. Gas Co., 2021-Ohio-3224, and Columbus & Southern Ohio Electric Co. v.
Public Utilities Comm., 58 Ohio St.2d 120 (1979), was whether Christi Water demonstrated
that recovery of all of its purchased-water expense — including the large amount of water that
never made it to consumers and was unaccounted for — was just and reasonable.

The PUCO got it backwards. It never was OCC’s burden to demonstrate the level of
water loss. Instead, it was Christi Water’s burden to demonstrate that its request to charge
consumers for all of its purchased water expense was just and reasonable. By focusing on OCC’s

alleged failure, the PUCO shifted the statutory burden from the utility applicant — Christi Water —

16



to the intervenor — OCC. But R.C. 4909.18 (Appx. 85) places the burden on a utility to prove its
rates are just and reasonable in all respects. The PUCO violated the statute when it shifted the
burden of proof to OCC instead of Christi Water. It approved charges that were not supported by
Christi Water providing the evidence needed to meet the burden under R.C. 4909.18 (Appx. 85)
and R.C. 4909.19(C). (Appx. 87). Those charges therefore cannot satisfy the PUCQO’s statutory
obligation to approve only charges that are just and reasonable under R.C. 4905.22 (Appx. 77),
R.C. 4909.15 (Appx. 78), and R.C. 4909.17. (Appx. 84).

The statutes and case law set forth a fundamental principle of Ohio ratemaking. A utility
is not entitled to charge consumers for every expense it claims. Rather, the utility seeking to
charge consumers for expenses has the burden of demonstrating that its costs are just and
reasonable.

The PUCO failed to enforce the law below. In fact, it tried to create new law by requiring
an interested party, not the utility, to bear the burden of proof. That was wrong. The Court should
reverse.

PROPOSITION OF LAW NO. 2: The PUCO violates R.C. 4909.154 (Appx. 83) when it

fails to consider a utility’s management policies, practices, and organization when fixing
just, reasonable, and compensatory rates.

R.C. 4909.154 (Appx. 83) requires the PUCO to consider Christi Water’s management
policies, practices, and organization when setting just and reasonable rates. The PUCO failed to
do so. Instead, it approved a Settlement (Appx. 6) that allows Christi Water to charge consumers
the full cost of its extraordinary water loss despite undisputed record evidence that Christi
Water’s management failures caused or prolonged that loss. The record contains no evidence
showing that the PUCO’s findings are reasonable or that the PUCO has applied proper legal
principles. See Motor Freight Inc. v. Public Utilities Comm., 120 Ohio St. 1, 6 (1929). The

PUCO’s order is unlawful and should be reversed.
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R.C. 4909.154 (Appx. 83) provides:
In fixing the just, reasonable, and compensatory rates, joint rates,
tolls, classifications, charges, or rentals to be observed and charged
for service by any public utility, the public utilities commission
shall consider the management policies, practices, and organization
of the public utility.
The General Assembly’s use of “shall” imposed a mandatory duty on the PUCO. Before
approving Christi Water’s rates, the PUCO was required to consider whether the Company’s

management policies and practices impacted the costs it was trying to pass on to consumers.

A. The record demonstrates longstanding and continuing deficiencies in Christi
Water’s management policies and practices.

The PUCO’s knowledge of Christi Water’s management deficiencies is long-standing.
And Christi Water had still failed to correct most of those improper management policies and
practices by the time of this case.

In Christi Water’s prior rate case, the PUCO Staff identified significant deficiencies in
the Company’s management policies and practices. In the Matter of the Application of Christi
Water System, Inc. for an Increase in Rates and Charges, Pub. Util. Comm. No. 20-1428-WW-
AIR, Finding and Order, 2021 Ohio PUC LEXIS 570 at * 8-9 (Sept. 23, 2021).

In the immediately preceding case, PUCO Staff made “recommendations regarding
Christi’s general accounting procedures, expense bookkeeping, and income bookkeeping.” Id. at
*9. The PUCO Staff also recommended “that Christi maintain detailed records of all operations
and maintenance activities to comply with the requirements of Ohio Adm.Code 4901:1-1-15-
10.” Id. at *8. The PUCO adopted all of PUCO Staff’s recommendations. /d. at *9.

Despite being ordered by the PUCO to reform its practices, Christi Water continued to
the present case its improper accounting practices. PUCO Staff again reported in this case that

“[a]s noted in the Management and Operations Review section below, [Christi Water Systems] is
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largely non-compliant with PUCO reporting requirements and has not been following the
Uniform Systems of Accounts as required by Ohio Adm. Code 4901:1-15-32(D)(2).” (R. 7 at 5)
(Supp. at 28).

And in that 2020 rate case, the PUCO expressly adopted Staff’s recommendations
regarding meters. The PUCO stated that:

.. . Staff recommends that Christi evaluate the accuracy and
location of existing meters, install new meters where needed, and
replace meters that have exceeded their useful life. Furthermore,
Staff recommends that large meters be checked at least annually,
while individual residential meters be checked every five to seven
years. Christi did not object to any of the recommendations in the
Staff Report and the Commission shall adopt those
recommendations. Christi, when implementing Staff’s
recommendations, should carefully review the recommendations
set forth in the Staff Report at pages 15 through 17.

In the Matter of the Application of Christi Water System, Inc. for an Increase in Rates and
Charges, Pub. Util. Comm. No. 20-1428-WW-AIR, Finding and Order, 2021 Ohio PUC LEXIS
570 at *8 (Sept. 23, 2021).
However, in this case PUCO Staff again had to make the same recommendation to
Christi Water regarding meters. PUCO Staff stated:
.. . inaccurate or absent meters results in a loss of revenue. As
such, Staff recommends the Company evaluate the accuracy and
location of existing meters, install new meters where needed, and
replace those that have exceeded their useful life. Furthermore, the
size of a meter and the amount of water used by a specific
customer should dictate how often meters should be checked.
Large meters should be checked at least annually, while individual
residential meters should be checked every five to seven years.
(R. 7 at 12) (Supp. at 35).

And, most importantly, there is absolutely no evidence in the record that Christi Water

satisfied any of the legal requirements of Ohio Adm.Code 4901:1-15-20 (Appx. 90) regarding
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water loss. There is no evidence that it made quarterly reports regarding its calculation and
determination of water loss volume as required by Ohio Adm.Code 4901:1-15-20(C)(5)(a)(1)
(Appx. 91) or submitted quarterly reports setting forth the percentage of water loss from the
water system based on a rolling 12-month average as required by Ohio Adm.Code 4901:1-15-
20(C)(5)(a)(iii). (Appx. 91). Further, there is absolutely no evidence in the record that Christi
Water established a target water loss volume that was reviewed and approved by PUCO Staff
annually as required by Ohio Adm.Code 4901:1-15-20(C)(5)(a)(i1) (Appx. 91) or that it ever
developed a water loss remedial program as required by Ohio Adm.Code 4901:1-15-
20(C)(5)(c)(1). (Appx. 92). Christi Water simply ignored all of these critical requirements of the
Ohio Administrative Code.

Christi Water’s management policy and practice failures were not isolated or theoretical
and should have been considered by the PUCO pursuant to R.C. 4909.154. (Appx. 83). They
were longstanding, previously identified by PUCO Staff, and the subject of recommendations
expressly adopted by the PUCO. And they involved specific and ongoing violations of the Ohio
Adm.Code regarding water loss issues. The PUCO should have been focused on whether Christi
Water’s management was adhering to the prior PUCO orders and the Ohio Adm.Code before
approving rates.

B. Christi Water’s failure to inspect a known damaged water line exemplifies the

management failures the PUCO was required to consider in setting rates in this
case.

The massive, previously undiscovered leak, behind 3113 Forest Hills Drive illustrates the
consequences of Christi Water’s deficient management practices.

On June 10, 2025, after the initial evidentiary hearing in this matter, Christi Water filed
on the docket as part of a response to OCC discovery a partial leak detection survey conducted

by Aqua-Line Leak Detection Services (“Aqua-Line”). (R. 24 at Water Leak Detection Survey
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Final Report, June 7, 2025) (Supp. at 147). The Aqua-Line report included disclosure of a 7,500-
gallon-per-day leak behind 3113 Forest Hills Drive. (Id. at Table 2-1, p. 2.2) (Supp. at 151).

This leak should have come as no surprise to Christi Water. It had reason to know that the
line in that area presented a leak risk years before it was reported by Aqua-Line. The line behind
3113 Forest Hills Drive had been cut previously and no one from Christi Water properly
inspected the line to determine if the repairs were done correctly. (R. Trans. at 89:11 —90:11
(Aug. 27, 2025 Hearing)) (Supp. at 165-166). And, in fact, the leak reported by Aqua-Line was
probably within 20 feet of where Mr. Brown had previously cut the line. (R. Trans at 134:16-20
(Aug. 27, 2025 Hearing)) (Supp. at 163).

Christi Water’s failure to inspect the repaired line is particularly significant because
during the year after the line was cut — that being test year 2023 — Christi Water was
experiencing extraordinary unaccounted for water loss. OCC witness Andrew Tinkham testified
that Christi Water purchased 1,286,867 cubic feet of water from the City of Defiance during test
year 2023 but billed and delivered to consumers only 887,980 cubic feet, a discrepancy of
approximately 31%. (R. Test. Testimony in Opposition to the Settlement of Andrew R. Tinkham
at 15:6-8) (May 22, 2025)) (Supp. at 103). Yet Christi Water seemingly ignored this ongoing
massive water loss including failing to routinely inspect the area of the previously cut water line
behind 3113 Forest Hills Drive.

This failure resulted from Christi Water’s insufficient inspection policies. Christi Water’s
method of inspecting its system for leaks consisted primarily of a Defiance Water Treatment
Plant employee looking for leaks while driving their car through the service area. (R. Trans. at
116:13 —117:21 (Aug. 27, 2025 Hearing)) (Supp. at 168-169). Christi Water knew that the drive-

by inspections did not provide a view into the wooded area behind 3113 Forest Hills Drive where
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the line had previously been cut and repaired without inspection by Christi Water. (R. Trans. at
117:18-21 (Aug. 27, 2025 Hearing)) (Supp. at 154-155 (OCC Ex. 17 to the Aug. 27, 2025
Evidentiary Hearing), 169).

The record confirms Christi Water’s failure to inspect. Galen Locher testified that “in the
last five years, other than when the leak occurred this year, the only prior time [he] had been
behind Mr. Brown’s property in the area of the leak was when [Mr. Brown] had cut the line
many years ago.” (R. Trans. at 109:4-9 (Aug. 27, 2025 Hearing)) (Supp. at 167). Kent Beilharz
claimed that he did not even know about the service line behind Mr. Brown’s property until after
the leak was discovered in 2025. Id. at 168:1-4. (Supp. at 171). As a result, there is no record
evidence that anyone from Christi Water inspected that service line between the third-party
repair in approximately 2022 and June 2025.

Christi Water knew that a water line had been cut and repaired by a third party and never
inspected it. Christi Water knew its ordinary drive-by inspections could not observe the area of
the damaged water line. And Christi Water knew that it was experiencing extraordinary
unaccounted for water loss during the test year following the cut of the water line. Still, Christi
Water did not inspect or test the previously cut line.

No one can now identify precisely when the massive leak discovered by Aqua-Line
began. But that uncertainty is a product of Christi Water’s failure to inspect its own system. And
it is Christi Water’s burden to demonstrate that its management practices and procedures

regarding leak and leak detection were prudent.
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C. The PUCO violated R.C. 4909.154 (Appx. 83) by deferring Christi Water’s
management failures to future corrective measures while requiring consumers to
pay rates based on costs affected by those failures.

The PUCO did not dispute that Christi Water’s management practices raised concerns.
Instead, it deferred those concerns to the future, forcing Christi Water consumers to pay inflated
rates that reflected huge water losses. Those inflated rates continue today and remain in effect
until new rates are set.

In its Opinion and Order, the PUCO concluded that “[t]he issue of unaccounted-for water
loss, as well as OCC’s arguments relative to management-related issues, will be addressed on a
going forward basis” through future reporting, meter inspections and replacements, completion
of the leak survey, and other prospective requirements. (Appx. 39). On rehearing, the PUCO
repeated that reasoning. It stated that, “[t]o the extent that there were concerns regarding the past
actions of Christi’s management,” those concerns were addressed through requirements intended
“to help ensure that such failures do not occur on a going forward basis.” (Appx. 52-53). That
reasoning does not satisfy R.C. 4909.154. (Appx. 83).

R.C. 4909.154 (Appx. 83) requires the PUCO “[i]n fixing” just, reasonable, and
compensatory rates, to “consider the management policies, practices, and organization of the
public utility.” The statute requires consideration of a utility’s management practices as part of
the ratemaking determination before the PUCO. (Appx. 83). It does not permit the PUCO to
defer its analysis of management practices to future cases. The PUCO must consider
management practice of the utility as part of approving the rate application before it -- not after.
But that is precisely what occurred here. And Christi Water consumers paid the price — through
increased rates that included paying for massive water leaks.

The record demonstrates that Christi Water knew a water line within its system had been

damaged and repaired by a third party but did not inspect the repair. (R. Trans. at 89:11 —90:11
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(Aug. 27, 2025 Hearing)) (Supp. at 165-166). Christi Water employed leak-inspection practices
that could not observe the wooded area where the damaged line was located. /d. at 117:18-21
(Supp. at 169). Despite experiencing a substantial discrepancy between the amount of water it
purchased and the amount it billed and delivered to its consumers, Christi Water failed to timely
investigate the cause.

These failures occurred against a backdrop of longstanding management deficiencies
described in sections (a) and (b) above.

Yet the PUCO approved rates that include Christi Water’s full purchased-water expense.
The PUCO did not determine whether Christi Water’s failure to inspect a known damaged line
caused or prolonged water loss during the test year. It did not determine whether Christi Water’s
failure to timely investigate the discrepancy between purchased and billed and delivered water
unnecessarily increased the purchased-water expense borne by consumers. And it did not
determine whether Christi Water’s longstanding management deficiencies rendered recovery of
the full purchased-water expense just and reasonable.

Instead, the PUCO found that “the record is unclear as to the scope” of Christi Water’s
water-loss problem. (Appx. 32). The PUCO further found that the absence of a demonstrated
water-loss level was “partly attributable to the insufficient information to apply the appropriate
mathematical formula” and to the fact that “Christi only performed a partial leak survey for
Christi’s service area.” (Appx. 38).

Those findings reinforce OCC’s R.C. 4909.154 (Appx. 83) argument; they do not answer
it. The incomplete information before the PUCO resulted from the very management practices
the statute required the PUCO to consider. Christi Water failed to perform the required water-

loss calculations. It failed to fully investigate the discrepancy between purchased and billed and
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delivered water. And it conducted only a partial leak survey. The PUCO could not rely on the
evidentiary uncertainty created by Christi Water’s management failures as a reason to disregard
its statutory duty to consider management practices and policies when fixing rates.

The Entry on Rehearing compounds that error. The PUCO concluded that “the record
does not support” a determination that Christi Water had excessive water loss “at this time.”
(Appx. 53). But OCC’s R.C. 4909.154 (Appx. 83) argument did not depend solely on proving
that Christi Water’s water loss exceeded 15 percent under Ohio Adm.Code 4901:1-15-
20(C)(5)(c). (Appx. 91-92). The 15-percent threshold determines whether specific remedial
obligations arise under the rule. In contrast, R.C. 4909.154 (Appx. 83) imposes a separate
statutory duty that must be carried out by the PUCO. It required the PUCO to consider Christi
Water’s management policies and practices when determining the rates consumers would pay.
(Appx. 83).

The PUCO conflated those two inquiries. Because the record did not establish a water-
loss percentage calculated under Ohio Adm.Code 4901:1-15-20(C)(5) (Appx. 90), the PUCO
concluded that Christi Water’s management failures did not warrant a present ratemaking
consequence, such as a disallowance. (Appx. 38; 52-53). But R.C. 4909.154 (Appx. 83) contains
no 15-percent threshold. Nor does it condition the PUCO’s duty to consider management
practices on proof that those practices violated a separate PUCO rule.

The record contained substantial evidence of Christi Water’s improper management
practices with regard to its water loss: its failure to inspect a known damaged line; its failure to
investigate a substantial discrepancy between purchased and billed and delivered water; its
inadequate drive-by inspections; its incomplete leak survey; its failure to perform required water-

loss calculations; and its continuing noncompliance with PUCO reporting and accounting
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requirements. R.C. 4909.154 (Appx. 83) required the PUCO to consider whether those practices
affected the reasonableness of the costs included in Christi Water’s rates.

Prospective reporting and corrective measures do not cure the PUCO’s failure to perform
that statutory inquiry. Requiring Christi Water to complete a leak survey, inspect meters, and
submit reports in the future may address future management practices. But those requirements do
nothing to determine whether consumers should pay, through the rates approved in this case,
costs associated with Christi Water’s past and present management failures.

R.C. 4909.154 (Appx. 83) required more. Christi Water consumers were harmed by the
PUCQO’s failure to fulfill its duty. They pay, and will continue to pay until new rates are set, rates
inflated by massive water losses on Christi Water’s system. The PUCO was required to consider
Christi Water’s management policies and practices when fixing the rates at issue in this case, not
merely impose prospective measures intended to prevent similar failures in the future. By
deferring Christi Water’s management failures to future corrective measures while requiring
consumers to bear costs potentially caused or prolonged by those failures, the PUCO failed to
perform the mandatory statutory consideration required by R.C. 4909.154. (Appx. 83).

The PUCO’s order is therefore unlawful and should be reversed.

V. RELIEF REQUESTED

The PUCO’s orders on appeal harm consumers by charging them for Christi Water’s
massive unaccounted for water loss. And the orders fail to take into account Christi Water’s
imprudent and unreasonable management policies and failures. For consumer protection, the
Court should grant relief as described below.

This Court has the authority to reverse and vacate PUCO decisions and remand them to

the PUCO with instructions. See, e.g., R.C. 4903.13 (Appx. 74); Cleveland Electric llluminating
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Co. v. Public Utilities Comm., 46 Ohio St.2d 105 (1976); In re Suburban Nat. Gas Co., 2021-
Ohio-3224, 99 35-40, 45 (reversing and remanding with instructions); /n re Determination of
Existence of Significantly Excessive Earnings for 2017 Under the Elec. Sec. Plan of Ohio Edison
Co., 2020-Ohio-5450.

The Court should reverse the PUCO and vacate that portion of the PUCO’s orders
granting Christi Water its entire purchased water expense. Since Christi Water did not establish
through competent evidence that recovery of the entire purchased-water expense — including
losses from unaccounted for water — was just and reasonable, the PUCO may not require
consumers to bear that cost. The Court should remand the case with specific instructions to the
PUCO to direct Christi Water to revise its schedules and tariff pages to remove the $31,933.10 in
unaccounted for water loss which the PUCO-approved settlement allowed Christi Water to

collect beginning March 24, 2026. (Appx. 11-13, R. 73).

VL.  CONCLUSION

The PUCO’s orders clearly shifted Christi Water’s burden of proof to demonstrate that its
costs, including its purchased water expense, were just and reasonable to OCC. That was
unlawful. And the PUCO failed to consider Christi Water’s imprudent and unreasonable
management policies and practices when it was setting rates. The Court should protect Christi
Water consumers by reversing the PUCO’s orders and remanding the case to the PUCO with

specific instructions as discussed above.
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