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The question will naturally be asked, \\ hy has your 
Committee on W ays and Means recommended that the 
matter of extending the fixed term of public control be 
referred to the next annual session? In a word, the answer 
is that your Committee finds increasing evidence that the 
need of additional capital is not as pressing as lias been 
supposed, and is of opinion that in the absence of pressing 
need of new capital the public should not be asked to 
undertake a further commitment either in the nature of 
an extension of the fixed term of public control or in any 
other way.

The Recess Committee of 1924 was advised that plant 
improvements requiring $20,000,000 of new capital would 
be required in the next ten years. I  pon re-examination of 
the question last summer, the Recess Committee of 1925 
was advised that, taking into account the current de
preciation charges, capital expenditures of $6,000,000 during 
the next five years would be sufficient to “ put the rolling 
stock, power and shop equipment of the system in first- 
class condition for handling the present volume of traffic. ’



Every one concerned with the problem has made a large 
downward revision in original estimates.

Mr. Winthrop Coffin of the Board of Trustees, the one 
member of the board who has had a lifelong experience in 
public utility management and finance, testified before your 
Committee last month:

“ I have changed my mind since two years ago, and if this were a 
pure private business undertaking in which I was one of the executive 
committee I should go very slow on capital expenditures for the next 
year or two.”

Since then Mr. Coffin has informed me that he feels more 
strongly than ever the advisability of a conservative course, 
and that he believes that for the next two years the Com
monwealth should make no further commitment either by 
an extension of public control or in any other way.

There are several reasons for this: —
The development of the motor bus has been rapid. It 

has already caused the abandonment of about 50 miles of 
track, and at this time it is impossible to predict the extent 
to which it will displace the surface trolley. Until the 
share of the bus in our transportation system can be more 
accurately foretold, investments in new rolling stock, in 
surface lines, and in power plant and shops should be made 
only with the utmost caution.

Furthermore, there has been substantial improvement in 
the financial situation of the Company. The balance sheet 
contained in the recent report of the Trustees for the year 
ending December 31, 1925, shows that bank loans have 
been reduced from $5,200,000 on December 31, 1924, to 
$2,800,000 on December 31, 1925, or by $2,400,000. At the 
same time it appears that through the depreciation reserve 
the Trustees have been able to do much in the way of 
renewal and replacement of plant and of rolling stock and 
other equipment.

In the years to come it should be possible to do even more 
through the depreciation reserve. Last year, owing to the 
small margin of earnings over cost of service, this reserve 
was cut below the amount estimated as necessary, but this 
year, with a larger margin of earnings and a further increase 
in the value of depreciable property, there should be an



increase in the depreciation reserve. Should this increase 
amount to no more than $300,000 a year, from this source 
alone one-quarter of the improvements called for by the 
five-year programme —  for which new capital would other
wise be needed —  can be provided.

By increasing bank loans, for which a low rate of interest 
is paid, to the former figure of $5,200,000, a further sum 
could be provided which, with the increased depreciation 
reserve, would provide two-thirds of the capital called for 
by the five-year programme. In addition, the Trustees 
have a bond-borrowing capacity of about $2,000,000, a large 
part of which will be needed for capital expenditures inci
dental to the opening of the Shawmut Branch and not in
cluded in the five-year estimate, but part of which may be 
used for other purposes. If still further funds are needed, 
cars may be purchased through an equipment trust.

For the reasons stated, capital expenditures should be 
made sparingly, and even if all the expenditures outlined 
in Mr. Dana’s five-year programme should be found to be 
necessary it is probable that ways can be found to raise 
the needed funds without further commitment on the part 
of the Commonwealth.

In the meantime, revenue must be built up by meeting 
the competition of the automobile and preventing the 
entrance of competing services, and by stimulating car- 
riding during non-rush hours. Expenses must be kept down, 
by operating economies and by resistance to unreasonable 
wage schedules. As all operating economies will inure 
directly to the public benefit, in the form of repayment of 
the advances made by the cities and towns, of improved 
service, or of lower fares, the public has a direct interest 
in helping the Trustees, to solve these problems.

In conclusion, while upholding the hands of the Trustees 
in every way which will increase revenues and cut expenses, 
let us permit the present fixed term of public control to run 
its course. We shall then be in a better position to de
termine the policy to be pursued, whether it be a return to 
private management, a further extension of public control, 
or public ownership, either complete or in some modified 
form.
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