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S e a t t l e , March 28th, 191& 

llv. i £ # W. McMorr i e 

Court E n g i n e e r * 

Dear S i r ; -

I n a c c o r d a n c e w i t h your i n s t r u c t i o n s , on December l5 th ? 1 9 1 2 , 

1 began t h e a p p r a i s a l o f t h a t p o r t i o n o f t h e S e a t t l e , Rent on and 

Southern R a i l w a y Company w i t h i n the c i t y l i m i t e o f S e a t t l e . The 

A p p r a i s a l has "been made as o f March l e t , 1913 , and c o v e r s a l l o f 

t h e p h y s i c a l p r o p e r t y , e x c e p t i n g r e a l e s t a t e , o f the s a i d company 

wh ich can be c l a s s i f i e d under t h e i n t e r s t a t e Commerce C o m m i s s i o n ^ 

c l a s s i f i c a t i o n o f E x p e n d i t u r e s f o r Road and Equipment o f E l e c t r i c a l 

R a i l w a y s * 

Ex t r eme ca r e has been e x e r c i s e d i n d e t e r m i n i n g q u a n t i t i e s , 

p r i c e s , and d e p r e c i a t i o n , and I f e e l sure t h a t you may r e l y upon 

them as b e i n g r e a s o n a b l y co r r ec t . * however , your e n g i n e e r was 

den i ed a c c e s s t o t h e company 's r e c o r d s , thus making the work doubly 

ha rd , and i m p o s s i b l e i n some p a r t i c u l a r s t o s e c u r e d e f i n i t e in fo rm* 

a t i o n . T h i s na r r ow minded p o l i c y o f the company almost c onv ince s 

t h e w r i t e r t h a t t h e r e must be someth ing i r r e g u l a r about t h e i r book« 

k e e p i n g * 

Much c r e d i t , f o r wha t e v e r o f m e r i t t h e r e i s i n t h i s r e p o r t , i s 

due t o b o t h Mr # w. JL H i t t and Mr. B. H. P e t l e y , the gent lemen who 

a s s i s t e d me i n t h i s work . The s t e n o g r a p h i c department v e r y k i n d l y 

a s s i s t e d i n shap ing t h i s repoi^t* 

I t r u s t t h a t t h e r e p o r t c o v e r s t h e needs o f the C i t y and meets 

R e s p e c t f u l l y s u b m i t t e d , 

i 

w i t h your a p p r o v a l . 



2 

H I S T O R Y . 

F o r t h e purpose o f^ ' comprehens ive unde rs tand ing o f t h i s 

c a s e , a s h o r t d e s c r i p t i o n o f t h e S e a t t l e , Rent on & Southern R a i l ­

way Company, t a k e n from P o o r ' s M a n u a l , i s quo t ed as f o l l o w s : 

Prom P o o r ' s Manual - S t r e e t s -Ra i lway S e c t i o n , 1912, 
P . 2 4 0 6 . S e a t t l e , Renton & Southern R a i l w a y . 

" H i s t o r y - C h a r t e r e d i n F e b r u a r y , 1903, as successor 
t o t h e S e a t t l e & Renton R a i l w a y Company, The l a t t e r Com­
pany was c h a r t e r e d i n 1890, f o r t w e n t y - f i v e y e a r s , as the 
R a i n i e r Avenue E l e c t r i c R a i l w a y Company; s o l d under f o r e ­
c l o s u r e , Aug. 1, 1895 , and succeeded by t h e S e a t t l e & R a i n ­
i e r Beach Ry . Co* ; ( O r g a n i z e d Aug. 1895) E x t e n s i o n t o 
Renton 4 .5 m i . under the C h a r t e r o f the S e a t t l e & Renton 
R a i l w a y Company was c o m p l e t e d i n December, 1896, and l e a s ­
ed t o the S e a t t l e & R a i n i e r Beach Ry . Co. In February , 
1899, The S e a t t l e & RentonRy. Co. purchased the S e a t t l e 
& R a i n i e r Beach R y . , i s s u i n g t h e r e f o r $65,000 5$ bonds, due 
i n 5.914. 

" C a p i t a l S t o ck - A u t h o r i z e d and o u t s t a n d i n g , (common), 
1,000,Ü50, p r e f e r r e d , 250,000) 1 ,250 ,000 ,Shares 100, Annual 
m e e t i n g J u l y 1» 

"Funded Debt o u t s t a n d i n g c o n s i s t s of $725,000 f i r s t 
m o r t g a g e bonds , d a t e d 1908, due $30,000 May 1, 1913; 
$40 ,000 , May 1, 1914; $50 ,000 each on May 1, 1915, 1916 
and 1917 ; $60,000 a n n u a l l y e a ch May 1, 1918 t o 1923 i n c l u s i v e ; 
$70 ,000 May 1, 1924 and May 1, 1925 and $5 ,000 May 1, 1926; 
i n t e r e s t p a y a b l e May and November at F i r a t n a t i o n a l Bank, 
C h i c a g o , 1 1 1 , and F i r s t N a t i o n a l Bank, New Yo rk , N .Y . Coupon 
and r e g i s t e r e d bonds $500 and $1000 each . T r u s t e e ; F i r s t 
T r u s t & S a v i n g s Bank, C h i c a g o , 111 . A u t h o r i z e d i s s u e 
$ 1 , 0 0 0 , 0 0 0 o f wh ich $225,000 were i s s u e d f o r improvements , 
e t c . , and $500,000 t o r e t i r e p r i o r l i e n s ; $275,000 are r e -
s e r v e d f o r f u t u r e improvements , e t c . , at 70$ of cost and o n l y 
t o be i s s u e d upon a p p r o v a l of peabody , H o u g h t e i i n g & Co. 
Bonds a r e s u b j e c t t o c a l l May 1,1913, or any i n t e r e s t date 
t h e r e a f t e r a t 105 and i n t e r e s t . 

" D i r e c t ore - W. R. Craw fo rd , F. J . F r i e n d , Ern M i l l s , E . S . 
McCord , S e a t t l e , W a s h i n g t o n ; Jas . P # H o u g h t e i i n g , Ch i cago , 
I 1 1 * O f f i c e r s - 1 . M. M i l l s , P r e s . & Gen. M g r . , S e a t t l e , 
Wash* ; J a s . P . " ^Houghte i ing , V i c e p r e s i d e n t , Ch i cago , 1 1 1 . ; 
F. J . F r i e n d , S e c . ; R. S. S i n g l e t o n , T r e a s . ; Geo. W. H a r t ­
i n g , S u p e r i n t e n d e n t ^ S e a t t l e , Wash. Genera l O f f i c e , S e a t t l e 
Wash. 

w SEATTLE, KENTON & SOUTHERN RY. - There a re ou t s t and ing 
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$ 3 0 0 , 0 0 0 , one y e a r , 6$ , C o l l a t e r a l t r u s t n o t e s . The 
Companyts f o rmer P r e s i d e n t , Wm. R. Craw fo rd , as owner 
o f t h e e n t i r e $ 1 , 0 0 0 , 0 0 0 common s t o c k , has d e p o s i t e d 
same w i t h the t r s u t e e , Augustus S. Peabody , o f these 
n o t e s as c o l l a t e r a l s e c u r i t y , i t b e i n g p r o v i d e d tha t 
t h i s s t o c k would be v o t e d by the t rufe tee dur ing the 
l i f e o f t h eag r e emen t * i n t e r e s t on these n o t e s i s 
p a y a b l e June and December, Judge Dykeman, i n the S t a t e 
Court o f Wash ing ton , on A p r i l 30 , 1912, on a p p l i c a t i o n 
o f t h e Company, f o r m e r P r e s i d e n t W i l l i a m R. Crawford 
a p p o i n t e d S c o t t Calhoun as t empora ry r e c e i v e r i Judge 
F r a t e r i n the S u p e r i o r C o u r t , i n May, 1912, d i s c h a r g e d the 
r e c e i v e r , 1 Judge" H a n f o r d i n t h e U. 3. D i s t r i c t Court 
at S e a t t l e on May 1 4 , 1912, on a p p l i c a t i o n o f Peabody , 
H o u g h t e l i n g & Co. a p p o i n t e d the Company 1 s P r e s i d e n t , 
E # M. M i l l s and 0. D. C o l v i n , r e c e i v e r s . S c o t t Calhoun 
a p p o i n t e d r e c e i v e r s i n A p r i l and d i s c h a r g e d by the Su­
p e r i o r Court has a p p e a l e d t o the S t a t e Supreme Court 
t o be p l a c e d i n charge o f t h e p r o p e r t y . The C i t y of 
S e a t t l e , on May 3 1 , 1 9 1 2 , under a u t h o r i t y o f t h e c i t y 
o r d i n a n c e pass ed on March 7, 1911 , began condemnat ion 
p r o c e e d i n g s i n the S u p e r i o r ' C o u r t o f t h e S t a t e o f Wash­
i n g t o n f o r the a c q u i s i t i o n o f the p o r t i o n o f the road 
w i t h i n t h e C i t y L i m i t s wh i ch i t i s d e s i r e d t o t a k e o v e r 
as p a r t o f the m u n i c i p a l car l i n e * 1 * 

" K o t e ; - The appea l -by: S c o t t Calhoun t o the S t a t e 
Supreme Court as n o t e d above was a f f i r m e d (Ho . 1 0 6 3 7 ) , 
Depar tment Two, Uovemfrer 1 4 , 1 9 1 2 ) . T h i s was an ap­
p e a l f r om an o r d e r o f the S u p e r i o r Court f o r K i n g County , 
G r a t e r , J . , e n t e r e d May 8 , 1912, a p p o i n t i n g a r e c e i v e r , 
a f t e r a h e a r i n g b e f o r e the c o u r t * A f f i r m e d . " 

D u r i n g t h e l i f e o f t h i s r a i l w a y t h e r e has been more or 

l e s s f r i c t i o n be tween t h e Company and the C i t y o f f i c i a l s t e n d i n g 

t o r e t a r d any improvement or b e t t e r m e n t o f t h e l i n e , whicfc as a c o n ­

sequence p r e v e n t e d the n a t u r a l and p r o p e r deve lopment o f t h a t s e c ­

t i o n o f S e a t t l e t r i b u t a r y t o t h i s p u b l i c c a r r i e r . T h i s c o n t i n u e d 

s c r a p p i n g , t o g e t h e r w i t h the g r ow ing d e s i r e o f t h e p e o p l e t o own 

and o p e r a t e a m u n i c i p a l l i n e cu lm ina t ed when Ordinance Mo« 25962 

was passed * 

"O rd inance Ho .25962 . - An Ordinance r e p e a l i n g O r d i ­
nance Ho .15919 , e n t i t l e d "An Ord inance g r a f t i n g t o Win. 
R, C r a w f o r d , h i s s u c c e s s o r s and a s s i g n s , a f r a n c h i s e t o 
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and d e c r e a s e the r e v e n u e o f a s u c c e s s f u l p r o p e r t y . t o meet a f a i r 

r a t e o f r e t u r n on the c o s t o f r e p r o d u c t i o n new. And s t i l l t h e r e 

w i l l be l e f t s u f f i c i e n t o f i n c e n t i v e t o improve and de v e l op our 

g r e a t p r o p e r t i e s , i n the way o f s e c u r i t y , p e r q u i s i t e s , advance i n 

p o s i t i o n , new i n v e n t i o n s , the b e t t e r m e n t o f mankind and a l l w i t h 

a c l e a n c o n s c i e n c e . I n s p i t e o f t h e d e n i a l by many t h a t the 

c o s t o f r e p r o d u c t i o n new has n o t the preponderance o f c o n s i d e r a ­

t i o n , more and more do the d e c i s i o n s of p u b l i c s e r v i c e commissions 

r e a d as i n t h e c a s e o f A. E. B u e l l v s . C h i c a g o , Milwaukee & S t . Pau l 

H a i l w a y Company, see page 481 o f V o l . 1. W iscons in R a i l r o a d Commission 

R e p o r t s , a s f o l l o w s : -

"We have c a r e f u l l y c o n s i d e r e d t h i s mat ter 
o f v a l u a t i o n and the v a r i o u s e l emen t s tha t should be 
t a k e n i n t o a c c o u n t as d e c i d e d by the c o u r t . Our 
c o n c l u s i o n i s so nea r t o the c o s t o f r e p r o d u c t i o n new, 
th;;,t we l i a v e " c o n c l u d e d t o adop t t h a t v a l u a t i o n , no t 
b e c a u s e i t happens t o be made on any p a r t i c u l a r b a s i s , 
b u t b e c a u s e i t i s e q u i v a l e n t t o a compos i te va lue 
a r r i v e d a t a f t e r t a k i n g i n t o account the v a r i o u s 
e l e m e n t s s u g g e s t e d b y the C o u r t . " 

Then a g a i n i n the same vo lume , page 528, i n the r e - i n v e s ­

t i g a t i o n on M o t i o n o f t h e Commission o f Passenge r Ra t e s Charges by 

the M i n n e a p o l i s , S t . P a u l & S a u l t S t e . Mar ie Ra i lway Company i s f ound: 

1 1 Upon what v a l u a t i o n i s the road e n t i t l e d to 
e a r n a f a i r i ncome , and what r a t e o f i n t e r e s t upon 
such v a l u a t i o n w i l l y i e l d such income? These ques t i ons 
we r e q u i t e f u l l y d i s c u s s e d i n the o p i n i o n i n the case 
o f B u e l l v . C h i c a g o , M. & S t « P . R* R. C o . , a n t e , and 
s i m i l a r i n q u i r i e s i n t o the f a c t s and p r i n c i p l e s i n ­
v o l v e d i n t h i s c a s e have l e d t o the c onc lus i on t h a t 
an e a r n i n g o f 6 p e r c e n t , on an amount, t h a t subs tan­
t i a l l y a g r e e s w i t h the c o s t o f r e p r o d u c t i o n new, would 
p r o b a b l y n o t be an u n r e a s o n a b l y l o w income upon the 
i n v e s t m e n t . 

T h i s p r e p o n d e r a n c e o f c o n s i d e r a t i o n so impressed the 

Supreme Cour t o f M i n n e a p o l i s t h a t i s has r u l e d tha t p r a c t i c a l l y the 

o n l y e l e m e n t n e c e s s a r y t o be c o n s i d e r e d i n a s c e r t a i n i n g the va lue o f 

a r a i l r o a d f o r r a t e - m a k i n g p u r p o s e s i s the c o s t o f r e p r o d u c i n g the 

l i n e . _ 
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T h i s o p i n i o n was e x p r e s s e d i n t h e case o f 

S t e e n e r s o n e t a l v . Grea t n o r t h e r n Ry . Co. 
(Supreme Cour t o f M i n n e s o t a , Oc t . 20 , 1897) 

72 N. W. , 713 . 

, f The q u e s t i o n whether the r a t e s f o r t r a n s p o s t a t i o n 
f i x e d b y the S t a t e R a i l r o a d and Warehouse Commission are 
u n r e a s o n a b l e and c o n f i s c a t o r y , i s n o t de t e rm ined by the 
f a c t t h a t t h e income under the r a t e s as so f i x e d w i l l n o t 
p a y the amount o f t h e f i x e d cha r g e s o f the r a i l r o a d . N e i ­
t h e r can the amount a t wh ich t h e r a i l r o a d s o l d y e a r s ago 
on m o r t g a g e f o r e c l o s u r e s a l e be t aken as the b a s i s on 
w h i c h t o d e t e r m i n e what a r e r e a s o n a b l e r a t e s , but t h a t 
q u e s t i o n i s d e t e r m i n e d by a s c e r t a i n i n g what , under a l l the 
c i r c u m s t a n c e s , i s a r e a s o n a b l e income on the c o s t o f r ep ro ­
d u c i n g the r o a d a t t h e p r e s e n t t i m e . " 

findincjs 

B e f o r e making £Lads f r om the f a c t s a t hand, t h e r e remain 

some m ino r c o n s i d e r a t i o n s f o r d i s c u s s i o n . D i scount on bonds , b r o k e r s : * 

f e e s , , f r a n c h i s e v a l u e and r e a l e s t a t e . Volumes cou ld be w r i t t e n 

on t h e s u b j e c t o f d i s c o u n t on bonds , bu t s i n c e the r e p o r t s and d e ­

c i s i o n s a t our S t a t e P u b l i c S e r v i c e Commission g i v e scant c o n s i d e r a ­

t i o n t o t h i s m a t t e r , your e n g i n e e r does n o t c o n s i d e r t h a t mat t e r p e r t -

n e n t i n t h i s c a s e . However the Commission does c o n s i d e r b r o k e r s 1 

f e e s , b a s e d on the f o l l o w i n g t h e o r y : t h a t l e g i t i m a t e p r o p e r t i e s s h o u l d 

no t be bonded f o r more than 75$ o f t h e i r f a i r v a l u e and t h a t the 

owners o f t h e p r o p e r t y shou ld advance the r ema in ing 25$; and t h a t 5$ 

on 75$ , o r 3 . 7 5 $ o f 100$ shou ld be a l l o w e d f o r l e g i t i m a t e b r o k e r s 1 

f e e s . T h i s p e r c e n t a g e of 3 .75 a p p l i e d t o out c o s t o f r e p r o d u c t i o n 

new ( $ 7 8 3 , 2 6 5 . 0 0 ) amounts t o $ 2 9 , 3 7 2 . 0 0 . The P u b l i c S e r v i c e Commis­

s i o n o f t h i s S t a t e does n o t base r a t e s on f r a n c h i s e v a l u e s and i f a 

company canno t e a r n a f a i r r a t e o f r e t u r n on a f r a n c h i s e v a l u e , o b ­

v i o u s l y i t shou ld n o t be c o n s i d e r e d h e r e . Th i s i s a l s o the p r a c t i c e 

o f o t h e r s t a t e s ; i n New Yo rk the l aw e x p r e s s l y f o r b i d s f r a n c h i s e 

v a l u e s f o r r a t e - m a k i n g p u r p o s e s . F r a n c h i s e v a l u e l i e s i n the p e o p l e 

who feave i t and n o t i n t h e f a v o r e d company. Undoubtly the oppos ing 
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c o u n s e l w i l l e s t a b l i s h t h e f a c t t ha t a p a r t o f t h e company's t a x a ­

t i o n i n t h e p a s t has b e e n based upon some s u m , v a r i o u s l y e s t i m a t e d , 

r e p r e s e n t i n g f r a n c h i s e v a l u e . Only i n so f a r as the c o s t o f s e e u r -

ing a f r a n c h i s e i s r e f l e c t e d by the account f o r the E n g i n e e r i n g 

S u p e r i n t e n d e n c e and o r g a n i z a t i o n expense has your e n g i n e e r made an 

a l l o w a n c e f o r f r a n c h i s e v a l u e ; i n no case would he do o t h e r w i s e u n ­

l e s s i t c o u l d be p r o v e n t h a t a d e f i n i t e sum o f money, o r i t s e q u i v ­

a l e n t , had b e e n p a i d t o t h e p e o p l e f o r a f r a n c h i s e . O b v i o u s l y the 

company i s e n t i t l e d t o w h a t e v e r o f v a lue i t may have in the way o f 

r e a l e s t a t e , w h i c h i s a l w a y s cons ide r ed t o be a p a r t o f t h e c o s t 

o f r e p r o d u c t i o n . 

WBDIITQS QiV PACT 

Prom a c o n s i d e r a t i o n o f a l l a v a i l a b l e e v i d e n c e , y our e n g i ­

n e e r f i n d s as f o l l o w s , a l l f i n d i n g s b e i n g made as o f March 1 s t , 1 9 1 3 : 

C o s t o f r e p r o d u c t i o n new e x c l u s i v e o f 
R e a l e s t a t e #785,265.00 

D e p r e c i a t e d v a l u e o f p h y s i c a l p l a n t e x ­
c l u s i v e o f r e a l e s t a t e 6015,404.00 

B r o k e r n 1 f e e s on 4783 ,265 .00 29 ,372 .00 
B r o k e r s ' f e e s on #603 ,404 .00 22 .628 .00 
C o s t o f R e p r o d u c t i o n new e x c l u s i v e o f 

r e a l e s t a t e p l u s #29372.00 f o r 
b r o k e r s ' f e e s 812 ,637.00 

D e p r e c i a t e d v a l u e o f p h y s i c a l p l a n t 
e x c l u s i v e o f r e a l e s t a t e , p l u s 
# 2 2 , 6 2 8 . 0 0 f o r b r o k e r s 1 f e e s 626,032.00 

T o t a l d e p r e c i a t i o n 186,605.00 

A p p a r e n t l y , on accoun t o f l e g a l p r o c e e d i n g s , t h i s p r o p e r t y i s 

n o t i n a no rma l c o n d i t i o n ; however , your e n g i n e e r c o n s i d e r s t h a t i t 

c o u l d be made normal under p r o p e r management and f i n d s f rom the 

e v i d e n c e a t hand t h a t t h e condemnation v a l u e i s n o t l e s s than the 

D e p r e c i a t e d Valuw o f t h e P h y s i c a l P l a n t E x c l u s i v e o f R e a l E s t a t e , 



$ 6 0 3 , 4 0 4 . 0 0 , p l u s # 2 2 , 6 2 8 . 0 0 f o r B r o k e r s 1 F e e s , p l u s # 1 8 6 , 6 0 5 . 0 0 

t o c o v e r Deve lopment Expense and w h a t e v e r o f damage t h a t may r e ­

s u l t t o t h a t p o r t i o n o f t h e p r o p e r t y n o t condemned, p l u s w h a t e v e r 

o f r e a l e s t a t e v a l u e t h e r e i s , minus any l e g i t i m a t e c l a i m s f o r 

damages wh i ch t h e c i t y may h a v e . 
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MISCELLANEOUS INFORIIATION. 
Main L i n e , S i n g l e T rack M i l e a g e , 2 .93 
Main L i n e , Double T rack M i l e a g e , 7.02 
Wash ing t on S t r e e t L i n e , S i n g l e Track M i l e a g e , 
Wash ing ton S t r e e t L i n e , Double Track M i l e a g e , 

0 .30 Wash ing t on S t r e e t L i n e , S i n g l e Track M i l e a g e , 
Wash ing ton S t r e e t L i n e , Double Track M i l e a g e , 0 . 24 
Hudson S t r e e t L i n e , S i n g l e Track M i l e a g e 0.44 
I n d u s t r i a l Spurs , S i n g l e Track M i l e a g e , 0.57 
T o t a l number o f s i n g l e t r a c k m i l e s , 18.76 
Number o f m i l e s doub le t r a c k i n pavement , 1.10 
Number of m i l e s o f s i n g l e t r a c k i n pavement , 0 .53 
Number o f m i l e s doub l e t r a c k p l a n k e d , 0 . 8 2 
Number o f m i l e s s i n g l e t r a c k p l a n k e d , 0 .09 




