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Deois1on No. _/_. @ ~ ~ ~ U OO~l 
BEFORE THE RAIraROAJ) COMMISSION OF THE 

STA.TE OF CALIFORNIA. 

City of P1ttsburg~ 

'V. 
. . 

Case No. 870. 

Black Diamond Water 
Compa:oy. 

Detendsnt. 

B. D. Ma.n: Greene for Complainant. 

H. J. Brodsky tor Defendant. 

BY 1'BE COMMISSION. 

OPINION .... -~"""'-- ... -

This is an action on the part of the City of 

Pit'taburg,. Contra Costa County,. for the fixing of rates 

for water serv1ce charged the mun1o'1ps.li ty and inhabi­

tants thereof. 

~ao defendant. Black Diamond Water Company,. 

is a publio utility engaged in the distribution end 

sale of water to the City of Pittsburg and its inhab1-
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taute. and i8 tb.e Bole publio agenoy for th.at purpose. 

c:ontroveray' as to tb.e rates to be olls.rged by the- water 

oompany arose on June 16., 1914,. when tb.e City :Board. of 

~rusteea passed Ordinanoe No,. 31 A, fixing water rates 

for the :fisoal year oommenoiDg July let, 1914. ~at 

ordinanoe effected e. reduetion of 15 per oent. in the 

ba,sia flat rate for domestio consumers. and ino-reased 

the number of irriga.t1~ b.oura. On June 2.9. ~9~4. 

:e::La.o-k Diamond Water Company, upon oomplaint filed with· 

the Superior Court of Contra costa County, sooured an 

1n~~t1on pendente lite, restratning its enforoement. 

Xb.i 8 oause of ao tion is nO'w pending in tile Superior 

(1ourt, and the water oompany <lontinue& to' operate un­

der C>rdinanO'e NO'.. l'1., an ord 1n8no e fiXing we. tar rates 

in the ~1ty of Pittsburg for the fiscal year oommono­

ing July 1st, 19l3. On ootober 6th, 1915. sb.ortll af­

ter:tb.is CommissiO'n acquired ~ur1sd1ot10~, the ~ard 

of ~ate&8 filed formal oomplaint, alleging that the 

water rates established for the fiscal year oommenoing 

J'ul1 1st, 1915, were 'tln~uet and unreaso:an.ble, and re­

que8t&d this COmmiesion to fix just and reasonable 

rates. D~!e~tfs anBwer to tb.1s ~ompla1nt alleges 

tb.at not only are 8'llOb. rates just and ressonable, bu. t 

that they are insufficient to afford a fair return on 

ita investment. Pc.bli0 b.ee.r1:og '\'la.s b.eld on tb.is XIlatter 

at ~ittsburg on February 1st, 1916. 

For many years prior to 190&, tb.e City of 

Pittsburg, t'b.en known a.s tb.e town of Blaok Diamond,. was 

supplied with water by the SacramentO' River Packing .l.e-
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soeiation. a private oorporation engaged in packing 

and various .ot~~r onterpriE~3, and having its plant 

loosted in the town of Blaok D1~ond. 

3lack Diamond water Company was incorporated 

January 25,1906. with. So oa.:9ite.J. stoak of 500 shares, ot 
the par value of $100. eaoh. :Mr. F. E. Booth, de:fend­

ant 1 s Prosident, holds 498 of tb.ese shn:z=es. and also 

controls the Paoking Assooiation. on or about February 

~. 1900. Blaok Diamond Water Company ao~ired for the 

Bum of $25,000 .. all the property of the Sacramento Riv­

er Paok1:g Lseooi~tion pertaining to the water business. 

Tile water supply is pumped from New York 

Slough., an s.rm of the Sacramento R1 ver, wb.io b. swings. 

1DJand SOme distanoe from the ms~ river. The water 

is treated with aluminum sulpb.ate, and delivered in­

to settllng tanks, from whioQ., after s. suff10 ient 

lD.pae of time to allo.w tor ooagula,tion and aettlement. 

it is at present pumped direotl:r into a. 100.000 gal:Lon 

redwood tank. on a seventy foot tower, and from this. 

tank del1.vered aft~r filtration to the distributing 

system .. 

rb.~ Ctoml'any has praotioally Q-ompleted arrange­

manta for bettering the present methods of handling tile 

eupply. Upon oompletion of these plans, t~e water, after 

reoe1ving preliminary treatment w1t~ alum!num sulp~te 

in the two old red,rood settling tanks ~ loo.ated at tile 

pumping plant, whioh \leva a oombined oapaoity of 133.000 

gaJ.~ons. will be pumpod into two new redwood tallks of e.' 
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oapao1t1 ot 100,000 gallons each, erected dur1Dg 1915 

at t~e filtrntion plant. and re-tr~at~d. From thes& . 
tanks it will then be foroed up through the filters, 

and into the distribution reservo1r, after be1118tt-eat­

ed with liquid ohlorine, t~us revera1ng tae pr.osont ~11-

trat10n pro~es8. It 10 alsO' plann~d to reorganize and 

im!:lrove t b.e pumpiDg eqUipment some t1me during tile YIJ8r 

:L916. 

The total aggregate length of the distribut-

ing mains is approximatoly 33.000· linc~l f~et, of whioh 

"bout 41 'per cent. oonsists of 2-1/2 1no~. er less. 

Standard Screw Galvanized pipe; 16 pOI' oent. 4 and 6 

inoh Converse Look Joint p1p~; and 43 per ~ent. 4 and 6 

inoh. maoh.1ne banded wood sta.ve pipe. 

~her~ are 602 servioes en tae system. ef whioh 

60 are- inaotive. Of these servioes,. only 40" or les8 

tb.an 7 per oent. ot the tetGJ. number, are metered. ~b.ere 

are 36 fire hydrants Situated prinoipally in the business 

seotion of the town. ~he total population served is ap­

proX1m~tely 3,.000. !n 1914 abo~t 98,.000.000 gallons of 

water were delivered tbrouga tho settling tanks. of 

whio~ a.bout 500.000 wer~ for publio use, the remainder 

b~1ng for domestiC pu~oee8. 

, Mr. Jatles Lrmstrong ~ one of this Oocm1ssion r B 

hydraulio eng1ne~rst ~resented a re~rt on water use, 

opera.tiXlg expenses, and revenues, and submitted an ap­

praisal ot the phyeieal proporties, baaed upon the or1g1-

nal ~ost thereef to the aompany. :a:e sho'tVs the pl'Obable 



original cost of the plant a.s of January 1 .. 1916, to 

be ~61,477; ita d.eprec1atod cost b~ the siXJlt1:cg 'fund 

metb.od at $41,905; with. a. :four per oent. sinking fUnd 

annUity of ¢1,848. ~b.eee figures are- based upon reo­

ords of sotual cost of the different ~ortions of the 

prop~rt~, installed as they were at ditterent. periods 

of its growtb., and probably fairly approximate t~~ 

aotual aasQ investment made there:for. He furt~er tes­

tified that the plant oould b& reproduced as a whole, 

at t~e present time, for between 20 and 25 per cent. 

l~ss than the amount shown. His est1mat~ of the proba­

ble reasonable and proper op~rati:cg expenses, exolusive 

of depreoiation, for the year 191& was $10,000. aDd was 

based upon. an examination of the company's operations 

for a period of five years. Mr. Armstrong dr~ no oon­

olusions as to the fair value ot t~1s property for rate 

:f:.1'dng or any otb.~r purposes, but pOinted out that a . 

s:;stem capable of rendering tile same quality of servio e 

as is now rendered, oould be installed at the present 

time at a muoh. lower figtlre than nas ac:tually been·;·:.:i-n-

vested. 

The engineer for the water company testified 

t\ls.t the value of the property for rat~ fixing purpos­

es, a8 o:f J8:lJll:arY' 1. 19J.5, as measured by its probable 

original oost, was not less tb.an $60,540. that tb.e 

value of this property for rate fixi~ purposee, as 

measured by its depreoisted value, ss of Janusr7 1. 

1915, was not les8 than ~A6,700; and that tb.e reason-

5. 



able- all~we.nce for depreoiation whiCl'h would BOorne d'ttr­

ins the calendar year 1916 should not be leus tb.~ 

;~,470. InclUded in thea& figuree is the sum of $2,000. 

for gOing oon~ern value. In order to bring the oom-

neeeaaary to add fixed oapital installed duriDS the year 

1915 of $5,033.57, and deduot aoerued depreoiation for 

tne same p~r1od. 

At the heariIlg held in tbis matter it wa:s 

stipUlated that the annual reports of defendant oompany, 

on file With tb.1e COmmieeion, were to be oonsidered in 

evidenoe, and the following tables have been oomp1led 

from 8'00 b. recorda. 

TA:BLE NO. I. 

: Operat1llg :E:x-: .. ~otaI .. ~otal .. .. 
:penaea. t!r.mlud-:l)epreoiat1on:Operating. .. Op~re.t1ng .. 
:1ng Depreo1s.-: :Expenses. .. Revenue .. .. tion .. .. .. .. .. .. .. .. .. .. .. · .. .. .. 

1912: .. ~6,o92.24r .. $2.048.86- .. $8,741.10: $,10,960.41 .. .. .. 
1913 .. 7.344.19 .. 2:,114.57 .. 9,~58.76: 1~.947.37 .. .. · 1914 .. 9.528.43 .. 2,200.00 .. 11.728.43: 12,057.43 .. .. .. 
1915 .. 10.378.70 .. 2,443.64 .. 12,822.34: 13·,251.01 .. .. .. .. .. .. .. .. .. · .. 

.. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 

.. Net :Fixed OaPH&I:!otal Wat-:Gros8 return: .. .. Operat1%lg :at end o'f :er used 1n:per 1000 gal: .. · Reven.ue . lear :~ooo S!:ls. : lons used. *' .. . .. .. .. .. .. .. .. .. .. .. .. 
191a .. f2.,219·.31 ... $52,864.55 :No reoord .. 

------~ 
.. .. .. .. .. 

1913 · 2,488.61 .. 53.253.86 .. 1012.93- .. 0.0968 .. .. .. .. ... .. 
1914 .. 329.00- .. 56,820.19 · 97645 .. 0.122-0 . .. .. .. .. • 
1916 .. 428.67 .. 62,4~.76 .. 12.0095 .. 0.0865 .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 

-, ,' .. 
'.,. 
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The following indicates the amount of fixed 

C8.pi tal installed annually sinoe 1909.in the torm. of 

additions and bettorments: 

1910, $7,033.05: 1911, $3.308.74; 1912. 

$2,522.76; 19l3. $389.31; 19l4. $3,566.33; J.915, 

$5,633.57 - & total for the six years of $22,453.76, 

or an average ot $3,742.30 per annum. It will be 

notioed that in ever,r rear but one these amounts are 

in exoess of the net operating revenue for the oorr88-

ponding year. 

While the data preoeding might 1nd1cate that 

defends.nt is not earnillg SollY large return upon the in­

vestment elaimed by it, & oareful study of this d&ta. 

together With a fUll consideration of the testimony. 

oauees us to reaoh the oonclusion tha.t, the -..u::sa.t:i.efa.ct-

or,y oondition sriees_ not as much from a latik of proper 

proportion between the ~ount of tho investment and the 
I 

service rendered, nor from an excessive rate, as from 

tho :tom of rate charged. .A. fla.t ra.te te::lde to an ex­

cessive use of a commodity, whereas metered rates not 

only effeot an eoono~ in the uee but result in an equit­

able distribution of the expense o~'produQt1on among the 

users. 

The average return per l~OOO gallons of water 

used 1n the last three years. is only &bout 10-1/2 

oents. while the lowest meter rate is fifteen eents. 

applicable to munioipal use. with a twenty oent rate 

for commeroial use - this latter use constituting by 
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far the larger portion of tne metered supplr. 

~b.e flat rc.tes now in affect, partioularly 

the basi0 one" of $1.75 per month for tb.e ord1lla.ry fam­

Uy~ are among the b.1gb.est in the g·tate,. and that their 

applioat1on in many instanoes is unjust.,1s shown by 

tb.e policy of th~ oom~ny in onforo1:og tb.em. ltr. W'. G. 

R. Croxon. defendant's su~erintendent, testified. for 

inste.ncel\ tb.a.t no ob.a.:rge wae made for b.orses or O'owe 

kept 1n private stablee. and indioated tb.at in many 

~ases wb.er~ there were only one or two in tae family, 

and tb.~ use of weter was evidently ver,y small, payment 

lower than t~e ordi~oe rate was aoo6pted. There is 

no doubt but tl:lat tllo oonverse of this situ.at1on. 18 eJ.-

80 true, and that in mall.1 oaBee where the O'orreot orcUn-

ance rate is charged the use ot water is exo~s8ive. in 

t~e 8&.nse b.eretofore indioeted. ~b.e advantages and dis­

advantages of meter1J:.g are not always evident until put 

to tb.e test. Th.e bene!i ts to be dari ved from a metered 

system are fairly well estcblisb.ed. !h.ey resUlt 1n a 

conservation of the sup~ly, an eqUitable distribution 

of the o-b.e.rges, and e. saving in operating expenses, in this 

partioular esse ab.iefly in pumping and pur1fioat1on 

ooate. 

~11e the disadvantages ot metering in rela­

tion to taie plant will not be fully evident until the 

ayst~ haa boon est~bliehed for some time, there ar~ 

sev~ral phases w 1110' b. 1!e.y, or many no,t, prove to be 

faults, tilB.t eb.o'Old be oone1dered. 
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The installation of meters oalls for an addi­

tional capi tal investment, tb.e returns for whioh must 

be derived through rat~s. The a~tion of the water it-

2el£ upon the meters a:f't~r beiDg aubj~oted to treatment 

by su1pb.ate o:f alum1num. and liquid cblorine, and tb.e 

1mposa1b11ity of removiDg all tb.e fine pe.rtio1ee of 

sand from tl:.e r1 ver we. tc%"" may reBUl t in an unusually 

heavy meter maintenanoe expense. Under any supp17 where 

the use has been almost ~t1rely unmetered this Commi8-

s10n i8 aoDironted with an unoertainty in the results to 

be derived from a:tJ.'Y rate, or form of rate, wb.ioh. oontem­

plates a metered s7stem. It oan only apply its judgment 

aDd experience gained in other ~ases to the partioular 

ORse at hnnd, and if later :further oonsideration proves 

neoessar1. prof1t1~ by the knowledge gained, effeot re­

&d~uetment with full protection to both the oonsumers, 

and the utility. 

B():tor@t prooe~ding to tb.e order it is desired 

to point out one phase of t b.is si tu:etion whicb. will un­

doubtedly result 1n an i:oaree.se in tb.e gross operating 

revenues of tb.is Q'ompSJlY Without s:ny partioular inorease 

in t~e expense. The City of Pittsburg has enjoyed an 

'tU1'tt8U8lly rapid growth during the last 'lew years, n.nd all 

indioations point to a continuanoe of this activity. The 

eats. blisCm&n t 0 f manU£aC'tur1118 plants in th e Vie ini ty 01 

Pittsburg, and the resulting influx of POF~~~10nt w111 
ad~ many ~onsumers to toe system w1ta but 8~~snt add1-

t1o%18J. e7\.)?en2e. 
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ORDER 
....-~---

Com~laint bav1I1S been made by tb.e 01 ty of 

Pittsburg against the rates oharged by ]lack Diamond 

Water Comp~ • 

. And a. publi0 b.esriXlg baving ~een b.eld in 

this proce&dillg and the same bei:ag now ready for de­

oision, t~e Railroad Commission her~by finds as a 

faot: 

That the rat es now being 0 barged bY' :Black 

~smond Water ~ompany for water deliver~d to its con­

sumers are un!ust and Ullr"s,sons.ble, and th.at th.e rates 

1l~re1m:f'ter set out ill tb.is o::d.&r as the ratas to be 

oharged. by said ~ack Diamond Water Company for water 

delivered to its oonsumers are jUEt and reasonabl~ 

rates., and, basing its order upon its findings o:r tact 

and the ~rtb.er f1ndinge of faot oonta1ned in.the opin­

ion preceding tQ1s order, 

IT IS HSREBY ORDERED by the iai1ros.d OOmm18-

sion of the S'tate of California th.at :Black Diamond Wa­

ter Company eetablish and ob.arge tb.e fOllow~g BO'b.edule 

of rates for water: 

lnm1cipal& 

Fire ~drante. $1.50 per month. p~r hydrant. 

street sprinkling and sewer flushing, 12~ 
per 100 Qubic feet for all water used. 

~oipal buildings and departments at regu­
lar oom.eroial rates. 
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Comme.rei&l: 

~ Rate§: 

To buildings oont&~1ng one tOilet and 
ooeup1e~ by a family of two adults and 
Children under age ••••••••••••••••••••• 
Ea~addit1onal toilet ••••••••••••••••• 

$1.25 per mo. 

~o small etores a:ad offioe.s •••••••••••• 

~o warehouses •••••••••••••••••••••••••• 

To saloons: ••••••••••••••••••••••••••••• 
I 

~o bakeries for monthly use of flour. 
for each 25 barrels or lese •••••••••••• 

~o wagon and blacksmith Shope •••••••••• 

To livery stables. inoluding carr1ag~ 
washing. not lese than ••••••••••••••••• 

To persons slacking lime. for each barrel 
To persons slacking oement, W ~ w 

To persons wetting briok, per thousand 

To persons keeping horses or OOWS, in 
private stables or shede. for one 
hors·e. includ.ing water for waeh1Dg' 
vehieles ••••••••••••••••••••••••••••• 

For each additional"horee eo kept ••••••• 
. 

For ea.ch 8dditional cow ••••••••••••••••• 

.20 per mo. 

1.00 per mo. 

1.50 per mo. 

2.00. per mo. 

1.50 per mo·. 

1.50 per mo. 

3.00 per mo. 

.10 oents. 

.10 oents. 

.10 oanta. 

.15 per mo. 

.10 per mo • 

.10 per mo. 

To barber shops. for single ohair ••••••• 1.00 pcr mG. 
For, each additional chair ••••••• ......... .20 per mo. 

Zo water tronghs on sidewalk •••••••••••• 1.OG per mo. 

~o bath tubs in barber shops. hotels to 

boarding or lodging houses, aooessi-
ble to tho pub110, per ~ub, ••• ~....... .50 per mo. 

To horses and cows .. not provided for above .lO per mo. 

To hotels. boarding and lodging houe. 
containing ten rooms and over, taverns 
and seminaries .. in addition to rate for 
88loon if saloon 18 operated in oon-
junction with hotel .................... 3.00 per mo. 

For irrigating gardens and grounds. for 
every lot not exceeding 60 f'eet.. ...... .50 per mo. 

Hours for irrigating lawns, gardens. or 
grounds. 5:00 A. M. to 8:30 A. ~. and 

5:00 P. M. to 8:00 ~. M. 
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Metered Rates: 

Next ~O O'll."o,"O :feet at 20¥ ',Per ],00 oub:1o feet • • 

Use in exeeS8 of 1.000 Qubio f~et at 15¢ p~r 100 
Q-ub10 :reet. 

3peo1sl oontract rates ~or large consumers and 
industrial:. U8~r3,to be approved by the :Ra1l.l:'Oe.d 
Commission. Meters. to be 1nata.ll&d st. tlle ex­
penee of t~& oom~. at either t~e o~t1on of 
the oomp~ or upon roquest by tb.& O'oneum.or •. 

I!I: IS BE~~Y FURTHER ORDERED that maok lil1amond 

Water Company file with th.1s Commission wi tb.1n tb.1rtyo 

(~O) days :eroln date- o:f tbis order a sehedule o:f tb.e ratea 

as her~1n set out, together with rules and regulat10na 

O'omplled in aoO'ordanee witl1 this Commission's DeQ18ion 

~o. 2879. in case No. 683. 

rh1s order shall beoome effect1veon May let, 

1916·. 

~ted at San Francisoo, California. th1a ~~ 
day of April,. 1916. 

aOmm!ss1oners. 

l2. 


