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Seattle, March 28th, 1913

Mr. D, W. Nclorrisg,

Court Ingineer.
Dear Sir:-

In accordance with your instructions, on Decemberlbth, 1912,
I began the appraissl of that portion of the Seattle,Renton and
Southern Railway Company within the city limite of 3Seattle. The
Appraisal has been made as of Yarch lst, 1913, and covers all of
the physical property, excepting real estate, of the said company
which can be classified under the Interstete Commerce Commission's
classification of Expenditures for Road and Equipment of Electrical
Railways.

Extreme care has been exercised in determining guantities,
prices, and depreciation, and I feel sure that you may rely upon
them as being reasonably correc¢t; however, your eagineer was
denied accese to the company's records, thus meking the work doubly
hard, and impossible in some particulars to secure definite inform=
ation, This narrow minded policy of the company almost convinces
the writer that tlhere must be something irregular asbout their booke
keeping.

Much credit, for whatever of merit there is in this report, is
due to both Mr, W, M, Hitt and Mr. B, H., Petley, the gentlemen who
agsisted me in this work. The stenographic department very kindly
assisted in shaping this report,

I trust that the Teport covers the needs of the City and meets

o =~

with your approval.

Respectfully submitted,
P



HISTORY,

g
For the purpose o§4comprehensive understanding of this
cope, a short description of the Seattle, Renton & Southern Rail-
way Company, taken from Poor's Msnual,is quoted as follows:

From Poor's Manual - Street-Railway Section, 1912,
P.2406, Beattle, Renton & Southern Railway,

"History = Chartered in February, 1903, as successor
to the Seattle & Renton Railway Company, The latter Com-
pany was chartered in 1890, for twenty-five years, as the
Rainier Avenue Electric Kailway Company; so0ld under fore=
closure, Aug. 1, 1895, and succeeded by the Seattle & Rain=
ier Beach Ry. Co. ; (Organized Aug.1895) Extension to
Renton 4.5 mi, under the Charter of the Seattle & Renton
Railway Company wag completed in December, 1896, and leas=
ed to the Seattle & Rainier Beach Ry. Co. In February,
1899, The Seattle & Rentoniy. Co. purchased the Seattle
? Riégier Beacli Ry., issuing therefor $65,000 5% bonds, due

n 4,

"Sapital Stock - Authorized and outstanding, (common),
1,000,568, preferred, 250,000) 1,250,000,8hares 100, Annual
meeting July 1,

“Funded Debt outstanding consists of §725,000 first
mortgage b% bonds, dated 1908, due §$30,000 ifay 1, 1913;
$40,000, May 1, 1914; §50,000 each on May 1, 1915, 1916
and 1917; $60,000 annually each May 1, 1918 to 1923 inclusive;
$70,000 May 1, 1924 and May 1, 1925 and $5,000 May 1, 1926;
interest payable May and Noverber at First National Bank,

Chi cage, Il1l, and First Nstional Bank, XNew York, N,¥Y. Coupon
and registered bonds $500 and $1000 each. Trustee; First
Trust & Savings Bank, Chicago, Ill. Authorized issue
$1,000,000 of which £$225,000 were issued for improvements,
etc,, and $500,000 to retire prior liens; §$275,000 are re=
gerved for future improvements, etc., at 70% of cost and only
to be issued upon approval of Peabody, Houghteling & Co.
Bonds are subject to call May 1,1913, or any interest date
thereafter at 105 and interest.

vPirectors - W. R, Crawford, ¥. J, Friend, Ern Mills, E.S.

McCord, Seattle, Washington; Jss. P, Houghteling, Chicego,

I1l. officers - B, I, Mills, Pres. & Gen, Mgr., Seattle,

Washe 3 Jas. P. PHoughteling, vice President, Chicago, Ill.:

F. J, Friend, 3ec.; R, S. Bingleton, Treas,; Geo, W. Hart-

ing, Superintendenty Seattle, Wash, General 0ffice, Seattls
Wash,

"IEGATTIE, RENTON & SOUTHERN RY. = There are outstanding



$300,000, one year, 6%, Collateral trust notes. The
Company's former President, ¥m., R. Crawford, as owner
of the entire $1,000,000 common stock, has deposited
same with the trsutee, Augustus 3, Peabody, of these
notes as collateral security, it being provided thst
this stock would be voted by the trustee during the
life of theagreement, Interest on these notes is
payable June and December. Judge Dykeman, in the State
Court of Washington, on April 30, 1912, on application
of the Company, former President William R. Crawford
appointed Scott Calhoun as temporary veceiveri Judge
Frater in the Superior Court, in May, 1912, discherged the
receiver, ‘Judge H anford in the U, 5. District Court
at Seattle on May 14, 1812, on aspplication of Peabody,
Houghteling & Co. appointed the Company‘'s President,

E, M., ¥ills and O, D. Colvin, receivers. Scott Calhoun
appointed receivers in April and discharged by the Su-
perior Court has appealed to the State Supreme Court

to be placed in charge of the property. The City of
Seattle, on lMay 31,1912, under authority of the city
ordinance passed on March 7, 1911, began condemnation
proceedings in the Superior Court of the State of Wash-
ington for the acquisition of the portion of the road
within the City Limits which it is degired to take over
as part of the municipal car line."

"fote; = The appeal by Scott Calhoun to the State
supreme Court as noted above was affirmed (No, 10637),
Depsrtment Two, November 14,1912). This was an ap=-
peal from an order of the Superior Court for King County,
Grater, J., entered Msy 8, 1912, appointing a receiver,
after a hearing before the court, Affirmed, "

During the life of this railway there has been more or

less friction between the Company and the City officials tending
to retard any improvement or betterment of the line, which as & con-
sequence prevented the natural and proper development of that sece

tion of Seattle tributary to this public carrier. This continued
gcrapping, together with the growing desire of the people to own
and operate a municipal line culminated when Ovrdinance No.25962
wWas passed,

"Qrdinance No.26962, - An Ordinance repealing Ordi-

nance No.,15%19, entitled "An Ordinance grahting to Wm,
R. Crawford, his successors and assigns, a franchise to
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This opinion was expressed in the cese of

Steenerson et al v. Great liorthern Ry. Co.
(Supreme Court of Minnesota, Oct. 20, 1897)

72 N. W., 713.

"The question whether the rates for transpoetation
fixed by the State Railroad snd Warehouse Commission are
uareasonable and confiscatory, is not determined by the
fact that the income under the rates as so fixed will not
pay the emount of the fixed charges of the railroad. Nel-
ther cen the amount at which the railroad so0ld years ago
on mortgage foreclosure sx=le be taken as the basis on
which to determine what are reasonable rates, but that
question is determined by ascertaining what, under all the
circumstances, is a reasonable income on the cost of repro-
ducing the road at the present time."

) findings
Before making £imds from the facts at hand, there remain

some minor considerations for discussion. Discount on bonds, brokers?™
fees, ,franchise value and real estate. Volumes could be written

on the subject of discount on bonds, but since the reports and de-
cisions at our State Public Service Commission give scant considera-
tion to this metter, your engineer does not consider that matter pert-—
nent in this case. However the Commission does consider brokers'
fees, based on the following theory: thet legitimate properties should
not be bonded for more than 75% of their fair value and that the
owners of the property should advance the remaining 25%; and that 5%
on 75%, or 3.75% of 100% should be allowed for legitimate brokers'
fees. This percentage of 3.75 applied to out cost of reproduction

new ($783,265,00) amounts to $29,372.00. The Public Service Commis-
sion of this State does not base rates on franchise values and if a
company cannot earn a fair rate of return on a franchise value, ob-
viously it should not be considered here. This is also the practice
of other states; in New York the law expressly forbids franchise
values for rate-malking purposes. Franchise value lies in the people

who Bave it and not in the favored company. Undoubtly the opposing
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coungel will establish the fact that a part of the company's taxa-
tion in the past has been based upon some sum,variously estimated,
representing franchise value. Only in so far as the cost of secure-
ing & franchige is reflected by the account for the Engineering
Superintendence and organization expense has your engineer made an
allowance for franchise value; in no case would he do otherwise un-
less it could be proven that a definite sum of money, or ite equiv-
alent, had been paid to the people for a franchise. Obvieusly the
company is entitled to whatever of value it may have in the way of
real estate, which is always considered to be a part of the cost
of repreduction.
FINDINGS OF FACT

From a consideration of all available evidence, your engie

neer finds as follows,all findings being made as of March let,1913:

Cost of reproduction new exclusive of

Real estate $763,265.00
Depreciated value of physical plant ex-

clusive of resl estate 605,404.00
Brokers! fees on $783,265.00 29,372.00
Brokers' fees on $603,404.00 22,628,00

Cost of Reproduction new exclueive of

real estate plus $29372.00 for

brokers! fees 812,63%7.00
Depreciated value of physical plant

exclusive of real estate, plus

$22,628,00 for brokers' fees 626,032.00
Total depreciation 186,605.00

Apparently, on account of legal proceedings, this property is
not in a normsl condition; however, your engineer considers that it
could be made normal under proper management and finds from the
evidence at hand that the condemnation value 1s not less than the

Depreciated Valuw of the Physical Plant Exclusive of Real Estate,
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$603,404.00, plus #22,628.00 for Brokers' Fees,plus $186,605.00
to cover Development Expense and whatever of damage that may re-
sult to that portion of the property not condemned, plus whatever
of real estate value there is, minus any legitimate claims for

damages which the city may hsave,



MISCELLANEQCUS INFORIATION.

Main Line, Single Track llileage, 2.93
Main Line, Double Track lMileage, 7.02
Washington Street Line, Single Track llileage, 0.30
Weshington Street Line, Double Track Mileage, 0. 24
Hudson Street Line, Single Track Mileage 0.44
Industriel Spurs, Single Track Mileage, 0. 57

Total number of
Number of miles
Number of miles
Number of miles
Number of miles

single track miles, 18.76
double track in pavement, 1.10
of single track in pavement, 0. 53

double track planked, 0.82
single track planked, 0.09
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