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DIGGING UP THE FACTS: INSPECTING THE
BIG DIG AND THE PERFORMANCE OF FED-
ERAL AND STATE GOVERNMENT IN PROVID-
ING OVERSIGHT OF FEDERAL FUNDS

FRIDAY, APRIL 22, 2005

HOUSE OF REPRESENTATIVES,
COMMITTEE ON GOVERNMENT REFORM,
Washington, DC.

The committee met, pursuant to notice, at 2 p.m., in the En Banc
Courtroom, Moakley Courthouse, Boston, MA, Hon. Tom Davis
(chairman of the committee) presiding.

Present: Representatives Davis of Virginia, and Lynch.

Also present: Representative Capuano.

Staff present: Teresa Austin, chief clerk; Sarah D’Orsie, deputy
clerk; Brian Stout, professional staff member; John Hunter, coun-
sel; Drew Crockett, deputy director of communications; and Krista
Boyd, minority counsel.

Chairman ToM Davis. Good afternoon. A quorum being present,
the committee will come to order. We are conducting this field
hearing in Boston today to assess the status of the Central Tunnel/
Artery Project, or the Big Dig, one of the largest and most expen-
sive Federal highway projects in the history of the United States.

My colleague and good friend and member of this committee,
Congressman Stephen Lynch, requested that this congressional
committee convene a hearing here in Boston to witness firsthand
the steps being taken to address the outstanding concerns and
issues in terms of safety and cost associated with the Big Dig.

As this project nears completion, it is vital that we assess the les-
sons learned here in Boston and determine how to prevent such
cost growth and improve oversight and coordination in the future.
These are significant areas of concern to the Committee on Govern-
ment Reform, and indeed to the entire Nation, as we seek solutions
to increased urban congestion throughout the country.

It is imperative for the Federal Government, which often pays 80
percent of the major highway projects, to play a role to ensure that
taxpayer dollars, whether Federal or State, are being used effec-
tively. In addition, the increase in the number of projects and the
rapidly growing competition for both Federal and State funding de-
mand that major transportation and infrastructure projects be
managed efficiently and cost effectively, so we are able to fund the
many needs we have across the Nation.

It is for these important reasons that we decided to come to Bos-
ton today and hold this important hearing. I am pleased that Con-
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gressman Lynch is with us this morning, and I also want to wel-
come Congressman Capuano to this field hearing as well. And I
would ask unanimous consent that he be allowed to sit here as a
member of the committee and ask questions. And, Mike, we appre-
ciate you being here as well.

I don’t need to remind anyone here about the traffic and related
highway safety problems of the Central Artery in the 1980’s that
led to the planning for this massive project. Preliminary designs
began in the 1980’s, and construction commenced in 1991.

As with all State highway projects such as this, the Federal
Highway Administration is responsible for protecting the Federal
funding of this project. As part of the Metropolitan Highway Sys-
tem, the Massachusetts Turnpike Authority has given construction
and operational authority for this project.

The figures associated with the Big Dig are staggering. The na-
ture and scope of the project, the time involved in planning and
construction, and the cost overruns and safety concerns are unpar-
alleled. What began in 1980 as a $2 billion project grew to $8 bil-
lion in 1995, and the Authority currently estimates the project cost
to be $14.625 billion.

Upon completion, scheduled for later this year, the project will
encompass 7.8 miles of highway, with 161 lane miles of pavement,
3 interstate tunnels, over 200 bridge structures, and 6 major inter-
changes. So it comes close to $2 billion a mile.

While it is hard to imagine another federally funded project—
public works project of this magnitude, there is a growing need na-
tionwide to plan, build, and support major highway and infrastruc-
ture improvements. It is, therefore, vital for us to learn what hap-
pened here in Boston and implement procedures that will ensure
against cost overruns of highway projects and assure the safety
and confidence of the traveling public that utilizes those highways.

Certain steps have already been undertaken as a result of the
problems associated with the Big Dig. Congress now requires ini-
tial financial plans and annual updates to be submitted and ap-
proved by the U.S. Department of Transportation for all projects
costing over $1 billion.

These financial plans for the mega projects must identify project
costs and financial resources to implement and complete the
planned project. Annual updates must report actual cost and reve-
nue performance in comparison to original estimates and revision
of estimates.

This process has been implemented. The Woodrow Wilson Bridge
Project, which is the Potomac River crossing northern Virginia,
which I represent, and Maryland. Right now that is on schedule
and under budget.

I hope that this hearing will give us an accurate picture of the
current status of the Big Dig and the efforts to remedy the tunnel
leaks, which has been learned from this mega highway—what else
has been learned, and implementation of safeguards for other fed-
erally funded projects.

Now, we have assembled an impressive group of witnesses today.
We will hear from the Federal Highway Administration, the U.S.
Department of Transportation Inspector General, the Common-
wealth of Massachusetts, the attorney general of the Common-
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wealth of Massachusetts, the Massachusetts Turnpike Authority,
the overall management consultant for the project hired by the
Massachusetts Highway Department, and a safety engineer who
evaluated the project.

I want to thank our witnesses for appearing before the commit-
tee, and I look forward to their testimony.

I now yield to Mr. Lynch.

[The prepared statement of Chairman Tom Davis follows:]
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Opening Statement of Chairman Tom Davis
Committee on Government Reform Field Hearing — Boston, MA
“Digging Up the Facts: Inspecting the Big Dig and the
Performance of Federal and State Government in
Providing Oversight of Federal Funds”

April 22, 2005

Good afternoon. A quorum being present, the Committee on Government Reform
will come to order. We are conducting this field hearing in Boston today to assess the
status of the Central Tunnel/Artery Project, or the “Big Dig,” one of the largest and most
expensive federal highway projects in the history of the United States. My colleague and
good friend and a member of this committee, Congressman Steve Lynch, requested that
this Congressional committee convene a hearing here in Boston to witness first-hand the
steps being taken to address the outstanding concerns and issues, in terms of safety and
cost, associated with the Big Dig.

As this project nears completion, it is vital that we assess the lessons learned here
in Boston and determine how to prevent such cost growth and improve oversight and
coordination in the future. These are significant areas of concern to the Government
Reform Committee, and indeed to the entire nation, as we seek solutions to increased
urban congestion throughout the country. It is imperative for the federal government,
which often pays 80 percent of major highway projects, to play a role to ensure taxpayer
dollars, whether federal or state, are being used effectively. In addition, the increase in
the number of projects and the rapidly growing competition for both federal and state
funding demand that major transportation and infrastructure projects be managed
efficiently and cost effectively so we are able to fund the many needs across our nation.

It is for these important reasons that we decided to come to Boston today and hold
this important hearing. I am pleased that Congressman Lynch is with us this morning,
and I would also like to welcome Congressman Capuano, representing the Eight
Congressional District.

I'don’t need to remind anyone here about the traffic and related highway safety
problems of the Central Artery in the 1980’s that led to the planning for this massive
project. Preliminary designs began in the 1980s and construction commenced in 1991.
As with all state highway projects such as this, the Federal Highway Administration is
responsible for protecting the federal funding of the project. As a part of the
Metropolitan Highway System, the Massachusetts Turnpike Authority was given
construction and operational authority for the project.

The figures associated with the Big Dig are staggering - the nature and scope of
the project, the time involved in planning and construction, and the cost overruns and
safety concems are unparalleled. What began in 1980 as a $2 billion project grew to $8
billion in 1995 and the Authority currently estimates the project cost to be $14.625
billion. Upon completion, scheduled for later this year, the project will encompass 7.8
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miles of highway with 161 lane miles of pavement, 3 interstate tunnels, over 200 bridge
structures and 6 major interchanges.

While it is hard to imagine another federally funded public works project of this
magnitude, there is a growing need nationwide to plan, build and support major highway
and infrastructure improvements.

It is therefore vital for us to learn from what has happened here in Boston and
implement procedures that will ensure against cost overruns of highway projects and
assure the safety and confidence of the traveling public that utilizes those highways.

Certain steps have already been undertaken as a result of the problems associated
with the Big Dig. Congress now requires initial financial plans and annual updates to be
submitted and approved by the U.S. Department of Transportation for all projects costing
$1 billion or more. These financial plans for "Mega Projects" must identify project
costs and financial resources to implement and complete the planned project. Annual
updates must report actual cost and revenue performance in comparison to original
estimates and revision of estimates.

This process has been implemented in the Woodrow Wilson Bridge project,
which is the Potomac River crossing between Northern Virginia and Maryland. Itis on
schedule and under budget.

I'hope that this hearing will give us an accurate picture of the current status of the
Big Dig and the efforts to remedy the tunnel leaks, what has been learned from this
mega-highway project, and implementation of safeguards for other federally funded
projects.

We have assembled an impressive group of witnesses for this afternoon’s hearing.
We will hear from the Federal Highway Administration, the U.S. Department of
Transportation Inspector General, the Commonwealth of Massachusetts Attorney
General, the Massachusetts Turnpike Authority, the overall management consultant for
the project hired by the Massachusetts Highway Department, and a safety engineer who
evaluated the project.

1 would like to thank all of our witnesses for appearing before the Committee, and
Ilook forward to their testimony. Inow yield to Mr. Lynch for his opening statement.
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Mr. LYyNCH. Thank you, Mr. Chairman. First, I would like to
begin by thanking you for convening this hearing, and also it was
necessary for me to get the agreement of our ranking member,
Henry Waxman, and I appreciate you coming here to Boston.

This committee is the Committee on Government Reform. And as
the name suggests, it is the continuing problems that we have en-
countered on the Central Artery/Tunnel Project that brings us here
today. Very simply, this committee is charged with asking the
tough questions, and using the powers that are afforded to this
committee, and to the Congress, to determine where the shared re-
sponsibilities lie in completing and maintaining this project in a
manner that meets the high standards that taxpayers and toll pay-
ers expect.

In a national regulatory context, we also seek to ensure that the
systemic problems that resulted in cost overruns are not allowed to
happen again. There is frequent criticism of partisan bickering in
Congress that sometimes hampers our work. And, in fairness, I
must confess that sometimes that criticism is warranted and well
deserved.

However, I must say that my experience on this committee,
under the leadership of Chairman Tom Davis, the gentleman from
Virginia, has been a shining exception to that rule. In my brief ten-
ure on the committee, we have conducted investigations of the Bos-
ton Office of the FBI and their involvement with organized crime,
we continue to investigate the U.N.’s complicity in the Iraqi Oil for
Food scandal, we are investigating contract irregularities with Hal-
liburton in the Middle East, and most recently steroid abuse in
Major League Baseball and professional sports.

And through it all, I have seen Chairman Davis has personally
gone to great lengths to maintain a level of fairness and to encour-
age the work of all members together, regardless of their political
affiliation. So, again, my thanks.

Chairman Tom DAvis. Thank you. If you want to take more than
your 5 minutes, you are doing real well. [Laughter.]

Mr. LyNcH. Well, he wrote this, so—[laughter]—not at all. Turn-
ing to the difficulties of the Central Artery Project, as somebody
who literally grew up in the construction industry, I have taken a
natural interest in this project. Let me state at the outset that I
do not for a moment discount the colossal scale of this undertaking,
which is, again, as the chairman has said, the largest and most
complex construction project in the history of the United States.

And also, I fully and personally appreciate the pride and skill of
the men and women of the building trades who built it. I have
enormous pride in them, and I am not questioning their work.

And I am mindful, most of all, of the memories of workers who
actually gave their lives on this project, men like John Hegarty, an
old friend from Savin Hill, in the neighborhood, in the Savin Hill
section of Dorchester, a proud member of Pile Drivers Local 56,
who left a wife and young children; men like Fook Choi Kan, who
was a union carpenter from Springfield, who also died on this
project; and Lonnie Avant, a member of Local 4 Operating Engi-
neers from Roxbury, who on all accounts was considered a true
gentleman and someone who took great pride in his work.
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And men like my young friend, Frank Shea, of south Boston, who
was an accomplished boxer and a Golden Glove champ, who lived
by the simple truth that there was honor in hard work. Those gen-
tlemen were reflections of what was and is best about America.

There were common threads that ran through each of their lives.
They, like their parents, Irish, Asian, African-American, by their
labor they found dignity in their work, and that has been an endur-
ing truth in this country.

It is also directly related to America’s sense of shared sacrifice
and our willingness, as citizens, to support projects like this, that
probably benefit future generations more than they benefit us
today, not simply to reduce the length of a traffic jam or cut our
morning commute time, but because we hope that our work can be-
come our legacy, to improve the lives of future generations. And as
noble as that may sound, it takes more than good intentions to
build that legacy, as this project has shown.

I think the best example of how quickly good intentions can suc-
cumb to failure is the story of greed following national need during
World War II. The people of this Nation were bound to a unified
cause because of the attacks on Pearl Harbor, and they rallied to
superhuman acts during World War II.

And yet as the country grappled with logistics of the war effort,
terrible examples of waste and mismanagement and abuse in our
defense contractor practices threatened that effort until Senator
Harry Truman and the members of the Truman Commission inves-
tigated the causes of those deficiencies and that waste and got the
war production effort back on track.

The risk then was not just in wasted tax dollars but in lost lives,
shoddy materials, and missed deadlines in delivery. Then, Senator
Truman got in his car and went around the country visiting instal-
lations and talking with the people working for defense contractors.
He knew that the key to reform—true reform—would be found
where the work was actually occurring.

And so now we are here today in the spirit of that earlier effort,
and it is my hope, with at least a small fraction of the clarity and
the sense of mission that Senator Harry Truman brought to his
work.

Why is this as important as the earlier investigations? Our
transportation system is the key to our economic stability, and we
have just approved in the House a brand-new $285 billion trans-
portation bill. This Nation will continue to undertake huge public
works projects, but, whether large or small, the taxpayer deserves
value for each dollar spent.

This project was and is a courageous endeavor of breathtaking
ambition—make no question about it—an effort that was equal to
the people who have built it. And we are trying to—what we are
trying to do here is preserve the legacy of this monumental effort
and bring it back into respectability, and that can only happen
when all the parties are held accountable and share in that respon-
sibility.

I have followed the chronology of this project from its inception
to today, and I must say through all of its twists and turns and
conflicts and mediations I have yet to find a single example when



8

the interests of the taxpayers and of ordinary citizens have pre-
vailed. Well, we are hoping in this hearing that will change.

If we reexamine how we got to this place, and take note, as the
chairman has said, of lessons learned from our experience, if we
work together thoughtfully and in good faith to find a way to en-
sure that the public is a partner in this effort, we can restore dig-
nity to this project, and we can protect the people’s interests from
this day forward.

Thank you, Mr. Chairman. I yield back.

[The prepared statement of Hon. Stephen F. Lynch follows:]
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Thank you Chairman Davis, I'd like to begin by thanking you and our ranking member Henry
Waxman for your willingness to convene this hearing and to come here to Boston.

This is the Committee on Government Reform, and, as the name suggests, it is the continuing
problems that we have encountered on the Central Artery/Tunnel Project that bring us here
today. Very simply, we must ask the tough questions, and use the powers that are afforded to this
Committee and to the Congress to determine where the shared responsibilities may lie in
completing and maintaining this project in a manner that meets the high standards that taxpayers
and toll payers may reasonably expect. In a national regulatory context, we also seek to ensure
that the systemic problems that resulted in cost overruns are not allowed to happen again,

There is frequent criticism of the partisan bickering that sometimes hampers the work of
Congress, and in fairness, some of that is deserved. However, I must say that my experience on
this Committee under the leadership of Chairman Tom Davis, the gentleman from Virginia, has
been a shining exception to that rule.

In mry brief tenure on the Committee, we've conducted investigations of the Boston Office of the
FBI's involvement with organized crime, and we continue to investigate the Iraqi Oil for Food
Scandal, contract irregularities in the Middle East involving Halliburton, and most recently,
steroid abuse in Major League Baseball and professional sports. And through it all, T have seen
that Chairman Davis has personally gone to great lengths to maintain a level of fairess and to
encourage the work of all Members, regardless of their political affiliation. So again, my thanks.

Turning to the difficulties on the Central Artery Project, as someone who literally grew up in the
construction industry, I've taken a natural interest in this project.

Let me state at the outset, that I don't for a moment discount the colossal scale of this
undertaking, the largest and most complex construction project in the history of the United
States.

-more-
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Also, 1 fully and personally appreciate the pride and skill of the men and women of the Building
Trades who've built it. I have enormous pride in them; no one is questioning their work.

And I am mindful, most of all, of the memories of the workers who gave their lives on this
project.

Men like John Hegarty of the Savin Hill section of Dorchester (a proud member of Pile Drivers
Local 56) who left a wife and young children.

Men like Fook Chei Kan...a Union carpenter from Springfield and Lonnie Avant from Roxbury.

Men like my young friend Frank Shea, Jr. of South Boston, an accomplished boxer and a Golden
Gloves champion who lived by the simple truth that there was honor in hard work.

They were reflections of what was and is best about America.

There were common threads that ran through each of their lives ..they like their parents, Irish,
Asian, African American, by their labor they found dignity in their work.

That has been an enduring truth in this country.. it is also directly related to Americans’ sense of
shared sacrifice, our willingness as citizens, to support projects like this that probably benefit
future generations more so than it benefits ourselves today.

Not simply to reduce the length of a traffic jam or cut our morning commute time, but because
we hope that our work can become our legacy, to improve the lives of future generations.

As noble as that may sound, it takes more than good intentions to build that legacy.

The best example of how quickly good intentions can succumb to failure is the story of greed
following national need during World War II. The people of this nation were bound to a unified
cause by the attack on Pearl Harbor, and they rallied to superhuman acts of bravery. Yet, as the
country grappled with the logistics of the war effort, terrible examples of waste, mismanagement
and abuse in our defense contracting threatened that effort. Until Senator Harry Truman and the
members of the Truman Commission investigated the causes of those deficiencies and got the
war cffort back on track.

The risk then was not just in wasted tax dollars, but in lost lives, shoddy materials and missed
deadlines in delivery. Senator Truman got in his car and went around the country, visiting
installations and talking with the people working for defense contractors. He knew that the key to
reform would be found where the work was happening.

And now we are here today, in the spirit of that earlier effort, and it is my hope with at least a
small fraction of the clarity and the sense of mission Harry Truman brought to his work.

~more-
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Why is this as important as that earlier investigation? Our transportation system is the key to our
economic stability. We have just approved in the House a brand new $285 billion dollar
transportation bill. This nation will continue to undertake huge public works projects. But
whether large or small, the taxpayer deserves value for each dollar spent.

This project was and is a courageous endeavor of breathtaking ambition. An effort that was equal
to the people who built it. What we're trying to do here is preserve the legacy of this monumental
effort and bring it back into respectability. And that can only happen when all parties are held
accountable, sharing that responsibility.

1 have followed the chronology of this project from its inception to today. I must say that through
all its twists and turns and conflicts and mediations, I have found no example where the interests
of the taxpayers and of ordinary citizens have prevailed.

Well, we're hoping that this hearing can change that. If we reexamine how we got to this place
and take note of the lessons learned from our experience, if we work thoughtfully and in good
faith to find a way to ensure that the public is a partner in this effort, we can restore dignity to
this project and we can protect the people’s interests from this day forward.

Thank you, Mr. Chairman. I yield back.

30-
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Chairman ToMm DAvis. Thank you very much.

Mr. Capuano.

Mr. CapUANO. Thank you, Mr. Chairman. First of all, thank you
for allowing me to sit with you and to share some time with you.
Welcome to Boston. Actually, welcome back to Boston.

Chairman Tom Davis. Thank you.

Mr. CAapUANO. And, again, I would echo everything Mr. Lynch
said about your tenure, both in this chairmanship and as a human
being. I find you to be one of the most fair and honorable people
in Congress, and I am pleased and honored to sit here for a few
minutes with you.

Chairman Tom Davis. Thank you.

Mr. CAPUANO. As far as today’s hearings go, there are only a cou-
ple of things that I am deeply interested in. I am the least inter-
ested person here in the headlines that are going to be in tomor-
row’s papers or in tonight’s news, because I think that’s part of the
problem with this particular project is too many people interested
in too many headlines and not enough people interested in the
facts and the realities of the project.

First of all, as everything I understand, and I am going to ask
every single witness today to answer the question, as I understand
it today, the project is safe. And everything I have read, everything
I have heard from everybody involved has indicated that it is safe,
but I want to hear it from every person who testifies here today.

No. 2, the project is working. I took it to get here today. My ex-
pectation is that many of you took it to get here today and will
take it as you leave. And if you didn’t take it, I would suggest that
you do. The project, though not complete, is working.

It is doing what it was promised to do, which is to ease traffic
flow, improve our environment, and improve the quality of life in
greater Boston, and hopefully to set an example of the kinds of con-
struction projects that are wanted across this country to improve
the quality of life in other especially older cities.

As far as what we learned from this project, my hope is that we
learn a couple of things. No. 1 is that we know that this project
will continue to be safe. That is the top priority, that it continues
to be safe tomorrow, next week, next month, and in the next gen-
eration.

I would hope that over time, maybe not today but over time we
learn on issues of accountability—who is responsible for what, how
much, and hopefully none of that will go to the taxpayers. But I
think that will be part—it will clearly be part of the discussion
today, and it will take a while to work all those things out.

I also want to hear some of the lessons that we have learned
from this project, both on a State level and on a Federal level. I
have been involved in major construction projects in the past, and
every time you do one you learn something.

This project, as you have heard, is the biggest project in the his-
tory of the country. There are lots of lessons that have been
learned, and hopefully they will allow us to improve our process in
the future, again, both on a State and on a Federal level.

And, finally, I want to make sure that the costs relative to this
project don’t have a negative impact on, No. 1, taxpayers; and, No.
2, on future projects.
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I was a former mayor of a city close to Boston, Summerville, and
during that time when I was mayor I personally experienced
projects in Summerville that were stopped or delayed because the
financing on this project sucked up every single dollar the State
had.

That was unacceptable, and the solution was a few years ago the
Congress passed basically a rule or a regulation, a law, that said
the State must have minimum spending on projects in Massachu-
setts other than the Big Dig. To my knowledge, that is still work-
ing. That is still in place and still being adhered to.

I want to make sure that the future costs of this project don’t
lead to the same results, both on maintenance and in completion.
Everything I have heard thus far on completion I think we are in
good shape. Obviously, maybe we will hear different today, but that
also goes for maintenance. It doesn’t do us any good if the mainte-
nance costs of this project are 100-fold what we expect, so that they
suck up future dollars.

I know that the House just passed a bill, as Mr. Lynch men-
tioned, that for Massachusetts will mean $5.1 billion. It means
7,500 new jobs—40,000 jobs but 7,500 new jobs per year every year
for the next 5 years.

Now, I happen to think that is the way government should work,
both for the jobs and economic aspects of it, even for the transpor-
tation aspect of it. And I don’t want those jobs jeopardized by the
concerns of this project.

Mr. Chairman, thank you for the opportunity to be with you
today. Thank you for the opportunity to sit here with you. And,
again, I hope you enjoy your brief time here in Boston.

Chairman Tom DAvis. Well, thank you very much.

Members will have 7 days to submit opening statements for the
record, and we are going to recognize our first panel. We have Mr.
D.J. Gribbin, who is the Chief Counsel for the Federal Highway
Administration. Mr. Gribbin is accompanied by Mr. Stanley Gee,
the Administrator of the Massachusetts Division of the Federal
Highway Administration.

Joining Mr. Gribbin and Mr. Gee is the Inspector General of the
Department of Transportation, the Honorable Kenneth Mead,
whose office plays a vital role in promoting the effectiveness of and
preventing waste, fraud, and abuse in departmental programs and
initiatives.

And we are also pleased to have the Honorable Tom Reilly, the
attorney general for the Commonwealth of Massachusetts, who has
been tasked with leading the current cost recovery efforts. We ap-
preciate your being here, too, Mr. Attorney General.

It is the policy of this committee we swear everyone before you
testify. So if you could just rise with me and raise your right
hands.

[Witnesses sworn.]

Chairman Tom Davis. Thank you.

Your entire statements are in the record.

Mr. Gribbin, we will start with you and move straight on down.
And thank you, once again, for being with us up here.
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STATEMENTS OF D.J. GRIBBIN, CHIEF COUNSEL, FEDERAL
HIGHWAY ADMINISTRATION, ACCOMPANIED BY STANLEY
GEE, ADMINISTRATOR, MASSACHUSETTS DIVISION, FED-
ERAL HIGHWAY ADMINISTRATION; KENNETH MEAD, INSPEC-
TOR GENERAL, U.S. DEPARTMENT OF TRANSPORTATION;
AND TOM REILLY, ATTORNEY GENERAL, COMMONWEALTH
OF MASSACHUSETTS

STATEMENT OF D.J. GRIBBIN

Mr. GrIBBIN. Thank you, Mr. Chairman. Mr. Chairman, mem-
bers of the committee, thank you again for the opportunity to tes-
tify today on issues concerning the Boston Central Artery/Tunnel
Project.

I have asked, as you mentioned, Mr. Chairman, Stan Gee, who
is Federal Highways’ Massachusetts Division Administrator, to join
me today. Stan is our point person on this project, and he has been
overseeing it since the year 2000.

The Central Artery/Tunnel Project is 96 percent complete, and
substantial completion is scheduled by October of this year. This
$14.6 billion project has been the largest, most expensive, and most
complex highway project in U.S. history. This ambitious project will
provide countless benefits to the city of Boston in the way of en-
hancing safety, easing traffic congestion, providing acres of open
park land to city residents, and reconnecting communities severed
by the old elevated highway.

In my time here today, I will touch on three issues—the safety
of the tunnel, the recent problems with leaks, and the cost of the
project. First, I wish to take this opportunity to restate Federal
Highways’ conclusion that the Central Artery, including the tun-
nels that are part of this project, is safe for public travel. We will
not compromise on safety. Safety is the Department of Transpor-
tation’s top priority, and I agree with Mr. Capuano that we need
to ensure that this project will continue to be safe into the future.

Second, one of the most recent areas of concern with the project
involves water intruding into the tunnels. This water is causing
two types of leaks. The most serious of these leaks occurred on Sep-
tember 15, 2004, when a slurry wall panel was breached, allowing
a substantial amount of water to enter into the northbound tunnel
of I-93 for a few hours.

In response to this incident, Federal Highway Administrator
Mary Peters requested an independent Federal highway engineer-
ing assessment of all tunnel leaks. The Federal Highways’ tunnel
leak assessment team issued its interim report on March 23rd of
this year.

The team reports that the project is appropriately addressing the
tunnel leaks. The September 15 breach appears to be isolated to a
discrete section of the tunnel and is primarily the result of poor
guality control during construction. It is not a result of a defective

esign.

The contractor responsible for this section of the tunnel has suc-
cessfully installed an interim repair, has submitted a design for a
permanent fix, and has agreed that repairs will be made at their
expense, not at the public’s.
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The MTA is reviewing plans for the permanent repair, and Fed-
eral Highways will approve plans for the repair once we are satis-
fied that it provides for a structure that is sound, durable, water-
tight, and relatively maintenance free. We will also assess the de-
gree to which the repair disrupts nearby structures and the travel-
ing public.

As a result of the September 15 breach, emphasis has been
placed on the second kind of leak in the tunnels. Federal Highways’
leak report noted that the project continues to manage the tunnel
leak sealing efforts in a very methodical way. As of April 13 of this
year, almost 1,100 leak sealings have been performed, and it is es-
timated that the project is on track to have all of the low-level
leaks sealed by October.

Once again, the cost of this work is the responsibility of the
mainline tunnel contractors, not the taxpayers. Federal Highways
will continue to monitor these efforts, and will issue a report upon
completion of all repairs.

Finally, perhaps the most publicly criticized aspect of the Central
Artery/Tunnel Project has been its dramatic cost escalation. Fed-
eral Highways has worked closely with Inspector General Mead
and his office to ensure Federal Highways’ oversight practices and
procedures to avoid similar occurrences. Together we have been
able to create a framework for major project oversight that will
serve us well for the remainder of this project and for future major
projects.

Mr. Chairman, members of the committee, thank you for this op-
portunity to testify. I will be pleased to answer any questions you
may have at the appropriate time.

[The prepared statement of Mr. Gribbin follows:]
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STATEMENT OF D.J. GRIBBIN
CHIEF COUNSEL
FEDERAL HIGHWAY ADMINISTRATION
UNITED STATES DEPARTMENT OF TRANSPORTATION
BEFORE THE COMMITTEE ON GOVERNMENT REFORM
UNITED STATES HOUSE OF REPRESENTATIVES
APRIL 22, 2005

Mr. Chairman and Members of the Committee, thank you for the opportunity to testify
today on issues concerning the Boston Central Artery/Tunnel (CA/T) project.

The Central Artery/Tunnel project is nearing completion. This $14.6 billion project has
been the largest, most expensive, and most complex highway project in U. S. history.
With the opening of the full [-93 southbound portion of the project in March, the Central
Artery/Tunnel project is 96% complete, and substantial completion is scheduled by
October of this year.

This ambitious project will provide countless benefits to the city of Boston in the way of
enhancing safety, easing traffic congestion, improving mobility, providing acres of open
parkland to city residents, and reconnecting communities severed by the old elevated
highway. And the Central Artery/Tunnel project has reshaped the way the Department of
Transportation approaches major project oversight. This project has taught us many
important lessons in highway project management and has provided us with a solid
framework for oversight of major projects in the future. Today, I would like to share
with the Committee the efforts underway within the Federal Highway Administration
(FHWA) to ensure proper oversight on this important project, and in the areas of
Oversight of Federal Funding and Cost Recovery in Major Projects, Construction and
Quality Assurances, and Major Project Oversight in general.

Before 1 go further, however, in response 1o concerns that we have heard I wish to take
this opportunity to restate our conclusion that the Central Artery, including the tunnels
that are part of this project, are safe for public travel. We will not compromise on safety.
Safety is the Department of Transportation’s top priority. Later in this statement I will
describe our ongoing oversight activities that lead us to conclude that these tunnels are
safe. And, I will describe the recommendations contained in our Interim Tunnel Leak
Assessment Report that will ensure the long-term safety of the CA/T tunnels and protect
the public’s investment in this project.

Oversight of Federal Funds in Major Projects

Within the Federally assisted, State-administered Federal-aid highway program, FHWA
responsibilities are governed by Title 23 of the United States Code. The FHWA’s
primary responsibility is to protect the Federal investment by ensuring Federal funds
disbursed to the States are spent consistent with Federal requirements and national
transportation policy objectives.
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In March 2000, a Federal Task Force on the Boston Central Artery/Tunnel Project,
established by FHWA in response to recommendations from the Department of
Transportation’s (DOT) Office of the Inspector General (OIG), made 34
recommendations for improved FHWA oversight activities. Key among these were
greater disclosure, the need for more timely information being made available to the
public and the public oversight agencies, and the independent annual FHWA assessment
of costs and revenues. FHWA has since implemented each of the 34 Task Force
recommendations. We believe that the processes and procedures we have implemented
as a result of the Inspector General’s report and the Task Force recommendations will not
only keep the Central Artery/Tunnel project on track for successful completion, but have
further provided a strong framework for oversight of all major projects.

Seventeen of the thirty-four Task Force recommendations dealt with items concerning the
preparation of a Finance Plan. These items included establishing a national policy on the
preparation and review of Finance Plans for major projects; providing an independent
cost estimate of the project by FHWA on an annual basis; providing an independent
certification of the Finance Plan information by another state agency; and including
contingency plans to cover potential revenue shortfalls or cost overruns.

Finance Plan Guidance for all major projects, which incorporated all of the Task Force
recommendations, was issued by FHWA on May 23, 2000. A major milestone occurred
in June 2000, when FHWA, Massachusetts Tumpike Authority (MTA) and
Massachusetts Highway Department (MHD) executed a Partnership Agreement that
formally implemented the Task Force recommendations. This agreement delineates and
strengthens the oversight responsibilities of, and improves communications between, the
parties. FHWA’s November 29, 2000, acceptance of the October CA/T Finance Plan and
the OIG Report issued the same day indicated that the Task Force recommendations have
been completed to the satisfaction of the FHWA and the Office of the Inspector General.
Implementation of the Finance Plan Guidance is a continuing activity and is reviewed
each annual update cycle.

The FY 2001 DOT Appropriations Act included an $8.549 billion Federal funding cap
for the CA/T and required the Office of the Inspector General to concur in the annual
Finance Plan Updates before FHWA approval. Congress also included a requirement
that the Secretary withhold obligation of Federal funds and all project approvals for the
CA/T project until the Inspector General reviews the annual financial plan updates for
compliance with FHWA guidance. With the Inspector General’s concurrence, FHWA
accepted the October 2003 Update of the CA/T project’s Finance Plan showing a $14.625
billion project cost estimate on June 9, 2004. Approval of the October 2004 CA/T
Finance Plan Update is pending completion of the Federal review. Given the likelihood
that the 2004 Update will be the last formal Finance Plan because the project is nearing
completion, additional time for review may be required.

FHWA recognizes that providing financial oversight to major projects is an ongoing
responsibility that does not end when the financial plans are approved. As part of its
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oversight responsibilities concerning the CA/T, the FHWA approved the Massachusetts
Turnpike Authority’s Revised Errors and Omissions Procedure and its Cost Recovery
Program Action Plan in 2003, with the requirement for a quarterly status report to
monitor progress in resolving more than 700 potential cost recovery items. The MTA
and the State Attorney General entered into an agreement to transfer MTA’s
responsibility for the cost recovery efforts to the State Attorney General’s Office
effective February 1, 2005. Any cost recovery monies realized from the Cost Recovery
Program will be shared according to the original Federal participation percentage ratio.

Construction and Quality Assurances

FHWA has a three-pronged approach to construction oversight of the CA/T Project. This
construction oversight is primarily carried out by our Massachusetts Division Office.
First, FHWA is involved at a general level to ensure that MTA and the CA/T Project
have appropriate processes and procedures in place to staff and manage construction
activities and ensure the quality of construction. Some examples of this are quality
control and quality assurance procedures, contract administration and financial systems to
account for all monies, and audit protocols.

Second, FHWA undertakes specific reviews of the actual construction as outlined in
FHWA’s Annual Construction Monitoring Plan. The Annual Construction Monitoring
Plan is developed based on the construction activities underway at the time and the
knowledge of FHWA Division engineering personnel. This annual plan prescribes the
number and scope of routine inspections, phase (in-depth) inspections, and process
reviews of the ongoing construction.

The third element of construction oversight is FHWA’s participation at regularly
scheduled project status and issues meetings or on technical working groups. This is
another opportunity for FHWA to keep abreast of current issues and concerns, provide
technical advice, promote good engineering and managerial practices, and to provide
input in the evaluation and resolution of areas of concern. Examples of these meetings
include weekly meetings with CA/T Project senior staff to discuss, evaluate, and decide
the course of action on major issues; area meetings; and issue resolution team meetings.

One of the recent areas of concern with the CA/T project involved leaks within the slurry
wall tunnels, one of five types of tunnels constructed as part of this project. On
September 15, 2004, a breach in a Central Artery slurry wall panel allowed water to enter
the northbound tunnel of 1-93 for a few hours, closing down traffic lanes for repair and
causing significant traffic delays. In response, FHWA Administrator Mary Peters
requested an independent FHWA engineering assessment of all tunnel leaks. The FHWA
Tunnel Leak Assessment Team conducted a leak assessment and issued its Interim
Report on March 23, 2005.

In its report, the Leak Assessment Team states that the project is appropriately addressing
the tunnel leaks. The September 15, 2004, slurry wall breach appears to be isolated to a
discrete section of the tunnel and is primarily the result of poor quality control during
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construction, not a defective design. The contractor responsible for this section of the
tunnel has successfully installed an interim repair and has submitted a design for the
permanent fix while the Massachusetts Turnpike Authority completes an investigation of
all slurry wall panels. The MTA is reviewing plans for the permanent repair and has sent
plans to FHWA for review. FHWA will approve the proposal once it is satisfied that it
will fully provide for a repair that is structurally sound, is durable and watertight, is
relatively maintenance-free, and minimizes disruption to nearby structures, property, and
the traveling public.

As of April 13, 2005, approximately 1,600 of the 2,000 panels, or 80%, had been
inspected. 102 defects have been discovered to date, of which two require major repair.
Repair of some of the minor defects was initiated on March 28, 2005. The contractor and
the management consultant will bear the costs associated with the investigation and repair
of these panels.

As aresult of the September 15, 2004, breach, emphasis has been placed on other low-
level leaks (defined in the Leak Assessment Team’s report as leaks of lesser magnitude
ranging from dampness to dripping type leaks) that the project has been fixing as a
normal part of the construction of the I-93 tunnels. The Leak Assessment Team’s Interim
Report notes that the project continues to manage the tunnel leak sealing efforts in a
methodical way. The total number of points where sealant needs to be injected to
complete all leak repairs is estimated to be between 1,800 and 3,585 injection points. As
of April 13, 2003, almost 1,100 low-level leaks had been sealed, and it is estimated that
the project is on track to have all of the low-level leaks sealed by the October project
completion date. The cost of this work is the responsibility of the mainline tunnel
contractors, not the taxpayers. Based on the Leak Assessment Team’s analysis, adequate
resources have currently been allocated to ensure this work is completed by the
substantial completion date of the project, and progress is being monitored to determine if
additional resources may be required in the future. FHWA will continue to monitor these
efforts and will issue a subsequent report upon completion of all repairs.

Major Project Oversight

The Central Artery/Tunnel project has pioneered many aspects of mega-project
development, engineering, and construction. As a result of the unprecedented scope and
complexity of this project, FHWA has reshaped the approach we take in major project
oversight. The CA/T experience has taught us many lessons on how we must oversee
major projects and has raised the bar on standards for highway project management.

Major projects present unique challenges and require a different approach to oversight
than the typical Federally assisted project. It is not uncommon for a major project to
consist of hundreds of contracts over a period of a decade or more, potentially costing a
significant portion of a State’s annual program. They also differ from typical projects in
that once a commitment is made to build the project, many years may separate the initial
contracts and the final contracts. This long timeframe increases the risks for cost
escalation and schedule delays, which can severely impact a State’s overall program.
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To address these risks, Congress enacted legislation to require finance plans for all
projects with an estimated cost of $1 billion or more. Review and approval of finance
plans and annual updates, along with project-level review and approval authority, enable
us to measure and track costs over the life of major projects.

FHWA is committed to assigning a Major Project Oversight Manager to each major
project. These managers are involved on a daily basis with the project owners and can
avail themselves of the current data that are captured by the project’s accounting and
management systems. FHWA, in coordination with the Office of the Inspector General,
has developed a monthly reporting system for all active and potential mega projects,
which managers of major projects can use to update the status of such projects on a
monthly basis.

FHWA also has established a Major Projects Team, which provides support to the major
project managers from FHWA headquarters. The Team has developed and maintains a
Resource Manual for Oversight Managers which is posted on FHWA Mega-projects
website. The Manual includes information in the areas of “Core Competencies” and
“Lessons Learned,” as well as guidance for developing project management plans and
estimating costs for mega-projects.

We are ensuring that appropriate performance objectives exist for each Project Oversight
Manager and are establishing a common set of personnel objectives for each manager
that will clearly establish their roles and responsibilities. To this end, the FHWA has
developed a training course on project management for executives involved in the
oversight of mega-projects.

Beyond these oversight activities that FHWA already has in place, the Administration’s
reauthorization proposal, the Safe, Accountable, Flexible, and Efficient Transportation
Equity Act (SAFETEA), includes several key proposals with regard to stewardship and
oversight. Many of these changes are the direct result of the suggestions offered by the
Office of the Inspector General. Among these are:

1. The establishment of an oversight program to monitor the effective and efficient
use of funds authorized under Title 23 with a specific focus on financial integrity
and project delivery.. Annual reviews will be performed to address elements of
State’s financial management systems and project delivery systems based on risk
assessments.

2. The development of standards/guidance for estimating project costs, and the
periodic evaluation of State practices for estimating project costs, awarding
contracts, and reducing project costs.

3. The establishment of a requirement that project management plans are submitted
for projects with an estimated cost of $1 billion or more.

4. The establishment of a requirement that a finance plan be prepared for projects
with an estimated cost of $100 million or more.
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Additionally, FHWA is implementing a Risk Management Program that will facilitate the
development of an overall agency plan for FHWA stewardship and oversight initiatives
that links to high-risk areas, and, in the FY 2006 budget, FHWA is proposing to add an
additional six FTEs in order to provide a dedicated project oversight manager for each
active mega-project.

Conclusion

FHWA remains committed to constantly improving its oversight practices and procedures
for the CA/T, and for all major projects. We are pleased to have implemented all of the
Office of the Inspector General’s recommendations, and we believe that with the
Inspector General’s assistance, we have created a major projects oversight plan that will
serve us well in the future.
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Chairman ToMm DAvis. Thank you very much.
Mr. Mead.

STATEMENT OF KENNETH MEAD

Mr. MEAD. Yes. Thank you, Mr. Chairman. Thanks for holding
this hearing today, and Congressmen Lynch and Capuano. This is
the most expensive public highway project in U.S. history, actually.
But it is extremely important to the Commonwealth, to the entire
northeast, indeed to U.S. interstate commerce.

I should say, as the chairman alluded to in his opening remarks,
that the lessons learned on this project have just had a huge im-
pact on the oversight approach of the Federal Government, as well
as on the highway bill that is now pending before the Congress.
And the lessons learned have already had a very positive impact
on major construction and other multi-million dollar projects.

The chairman mentioned the Wilson Bridge, which crosses the
Potomac—Virginia, Maryland, and D.C. That project is actually—
I think it is a little bit under budget, it is certainly on target, and
that project—we are really all I think very proud of the progress
that project is making.

It has also been applied to—the lessons learned on the Central
Artery have also been applied to other projects like the Sound
Transit/Light Rail Project in Washington State. It is the largest
transit project in the country at this time. Trentabono in Puerto
Rico, and it will have impact on the other major projects, such as
the Bay Bridge Project in California, which is experiencing some
problems.

And I dare say it will probably have an impact on the Chicago
O’Hare Airport runway expansion program. So I think this one will
go down in history.

Our office has been reviewing this project since about 1991, well
before my time. And we are now finding ourselves reviewing the
2004 finance plan. We can’t approve this plan, though, until,
among other things, they have in place a credible time table to fix
the leaks, know approximately how much they will cost to fix, and
who will pay.

The project’s troubled history of delays and cost increases is well
known. The Central Artery was to be finished initially in December
1998; the new completion date is September/October 2005. It is al-
most 7 years later. Their price tag moved from $2.6 billion in the
beginning to today’s $14.6 billion, and that estimate of $14.6 has
been holding now for 2 or 3 years. And I certainly hope it doesn’t
change.

Congress has, with respect to the Central Artery Project, taken
the unprecedented step of actually capping the amount of money
that the Federal Government would have going to it, and it is for
the reasons that Congressman Capuano alluded to.

Four months ago, our testimony to a State legislative committee
here in Boston detailed two kinds of leaks on the I-93 tunnels. The
taxpayers ought not to have to pay for the repairs to these leaks,
regardless of whether the project manages to come in at $14.6 bil-
lion on the button or even under $14.6 billion. The taxpayers
should not have to pick up the tab here.
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Mr. Gribbin outlined the two types of leaks. One is the slurry
wall leak. This became a public concern last September 15 when
a panel breached, and I think you had 300 gallons per minute com-
ing out of that, so that was a pretty big leak. That breach was, as
he pointed out, caused by a series of construction errors.

Actually, those construction errors were documented when the
wall was built, but they were not corrected. Since then, inspections
have found a total of 102 defective or leaking slurry wall tunnels.
The numbers change daily, but this is—so this is as of about April
1.

There is about 1,900 wall panels, to give you a frame of ref-
erence, so 102 of them they found a problem with. Here is the
breakdown on the types of problems. Two of them need major re-
pairs, 33 of them need what I would call moderate repairs, and 67
of them need only patching; 10 of them have been repaired, but the
Authority has not approved the repair yet.

So we have 400 of about 1,900 odd wall panels that still need to
be inspected. That is about 20 percent. So I would like to see that
get done.

Now, the Massachusetts Turnpike Authority is going to have to
decide soon on how to repair the wall panels with the worst defects.
There are three suggested methods. One is to install a steel plate
over the hole, a second does the same thing, but adds a reinforced
concrete, and a third requires rebuilding the wall.

The Authority faces the challenge of selecting one without being
perceived by the public as picking just the most expedient method.
I think that is very important, given this entire affair. A perma-
nent, lasting fix to the walls ought to be the paramount concern,
and obtaining the most cost-effective one at this point I think is
probably secondary.

The second type of leak is found up at the roof wall joints, and
these are worrisome because they have long-term maintenance im-
plications. The number changes constantly as the leaks—as you
seal one leak with the grout—I guess they are called grout injec-
tions, you seal one and the water goes down all over and you get
two more leaks. And that is why you see these numbers keep fluc-
tuating so dramatically.

Last summer, for example, there were more than 700 roof wall
joint leaks. As of April 1, there were 662. More than 4,500 of the
9,000 odd roof wall joints still have to be reinspected for leaks. All
of the roof wall joints have been inspected once, so now they are
on the second round of inspections, and we still have 4,500 to check
out.

We don’t know yet the full cost of repairing all of the leaks. A
consultant assessment of the cost is due next month, I think in the
middle of the month. And, again, the Authority has said that its
contractor is going to pay to fix the leaks. We are not entirely con-
fident of this.

According to the Authority, contractors have already been paid
$7 million for leak repairs, and they estimate they will have to be
paid—have to pay another $10 million. We are concerned that the
costs and payments related to leak and water problems may signifi-
cantly exceed the $17 million.
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And these payments may actually go back further in time than
we thought. Certainly, they go back through all of 2004. They may
go back for several years prior to that as well. Taxpayers may have
already paid for some of them. Now these costs, if already paid,
will have to be recovered.

I would like to turn now to the cost recovery program. The cost
recovery program that we now have in place for the Artery will be
helpful in returning some leak-related payments to the project.
Maybe all of them. The previous efforts on cost recovery here,
though, have been anemic.

In December, we recommended that the State form a bipartisan
commission that was independent of the Authority to investigate
the leaks and that this Commission would work with the attorney
general. Well, the Commission wasn’t recreated, but the Authority
recently transferred its cost recovery program to the attorney gen-
eral’s office.

We see this as an improvement, as a positive step, because it
served to remove the program from their project management
structure, where it was hampered by all kinds of role conflicts, es-
pecially with Bechtel/Parsons Brinckerhoff, who was a partner of
the Artery, who is responsible for quality assurance and portions
of the project design, and who has been paid nearly $1.9 billion for
its work.

So we know the attorney general, Mr. Reilly. We have talked sev-
eral times on the phone. I know he has his work cut out for him,
and we wish him the very best. But he has to not only look at the
cost recovery issue for the leaks; he has to look for cost recovery
for the entire project, for things that have nothing to do with the
leaks, but have to do with change orders that have already been
paid.

In fact, the cost of the leaks are only a modest portion of the cost
recovery effort. Let me give you a frame of reference. Over the life
of this project, there have been over $2 billion in contract change
orders. A significant portion of these are claims by contractors for
work they claim is beyond the scope of the original contract, or for
work that they did because they felt they encountered significant
problems that they had not expected.

As of February 28 of this year, there were over 3,600 unresolved
contractor’s claims for over $400 million. That is a large piece of
change.

We are currently reviewing the 2004 finance plan, as I said be-
fore. By law, we must determine whether that plan contains rea-
sonable estimates for cost schedules and funding sources, before
the Department decides whether to release I think it is about $81
million remaining in Federal funds.

And we won’t be in a position to do that until more information
is known about the extent of the leaks, which means all of the in-
spections have to be done, and a cost has to be attached to them.
And we would like a reasonable estimate as to what it is going to
take to dispose of them.

And I think I would just like to close by starting out where I
began, to say that there have been some important lessons learned
in this project. The last project finance plan we reviewed from the
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Central Artery, it is—I tell people as I go around the country and
speak that it was probably among the best in the country.

I know the Wilson Bridge project used the improvements that
the Central Artery had made in its finance plan, and there has
been a lot of other lessons learned. And hopefully we can get this
project done, no more cost overruns, we can get the leaks resolved,
and move on.

And, again, thank you for holding the hearing, Mr. Chairman.

[The prepared statement of Mr. Mead follows:]
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Mr. Chairman and Members of the Committee:

Thank you for the opportunity to testify today on Federal oversight of Boston’s
Central Artery Tunnel Project (Project), the most expensive public highway
project in U.S. history, and one that is important to Massachusetts and the entire
Northeast. Our office has reviewed the use of Federal funds on this Project since
1991, and in 2000, Congress directed the Secretary of Transportation to withhold
obligations of Federal funds and all Project approvals until we determine that the
annual Finance Plan updates for the Central Artery reflects that there will be
sufficient financial resources to complete the Project. We are currently reviewing
the Project’s 2004 Finance Plan.

The Project’s troubled history of delays and cost increases is well known. The
Central Artery was originally scheduled to be substantially completed by
December 1998—almost 7 years earlier than the current estimate of September
2005. Costs have also steadily escalated from $2.6 billion to $14.625 billion,
causing Congress to cap the Federal investment in the Project at $8.549 billion.
As of September 2004, all but $81 million of Federal monies have been released
and obligated.

The event that most galvanized the public’s attention to the Central Artery
problems occurred in February 2000, when the Artery had to finally admit that
costs would be at least $12.2 billion rather than $10.8 billion shown in the
Project’s 1998 Finance Plan. We then reported in February 2000 that Project
managers had made deliberate misrepresentations by not disclosing $1.4 billion of
cost increases in the 1998 and 1999 finance plans. The Securities and Exchange
Commission found the Massachusetts Turnpike Authority (Authority) and its
former Chairman violated the Securities Act of 1933 on three municipal bond
offerings. After making management changes in response to this unconscionable
violation of the public’s trust, the authority has been much more transparent in its
disclosures and responsive to our recommendations on opportunities to improve
disclosures in the finance plan.

Four months ago, we delivered testimony to a Massachusetts state legislative
committee about the Central Artery and two types of leaks in the 1-93 tunnels.
Leaks in the concrete slurry wall panels became a public concern on
September 15, 2004, when one panel was breached, spilling 300 gallons of water a
minute onto the tunnel roadway. Public attention soon focused as well on a
second type of leak, at the roof-wall joints of the tunnels, although the Authority

and the Federal Highway Administration (FHWA) had been addressing them for
years.

In our December 2004 testimony, we said that while there was much we did not
know about the leaks, the taxpayers should not foot the bill for them. We also said
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that the cost recovery effort had not accomplished enough, and we urged the
Commonwealth to act expeditiously to repair the leaks, protect the taxpayers’
interests, and restore the public’s confidence.

The imperatives at that time were to identify the nature and extent of the leak
problems, determine how and why they occurred, implement an appropriate and
lasting solution, and ensure that the responsible parties (not the taxpayers) bear the
burden. We also stated that taxpayers and people who use the Artery must have
confidence that the Authority has taken these actions with all due diligence.

These remain the imperatives today. Seven months after the September breach,
there is much about this problem that we still do not know, including how many
leaks there are and their severity; how much it will cost to fix the leaks; and how
you can be assured that the responsible parties, not the taxpayers, are made to bear
the repair costs. For example, we do not yet know the extent to which errors or
omissions in the design, construction, quality assurance, or oversight may have
contributed to the leaks.

Determining this responsibility has implications for the liabilities of the multiple
parties involved. These parties include the Authority itself, project oversight
contractor Bechtel/Parsons Brinckerhoff (Bechtel/Parsons), and the design
construction contractors, each of whom have vested interests that will be affected
by determining responsibility and, accordingly, their financial liability.

In our testimony today we will update the Committee on the status of the leaks,
risks to the taxpayers, current cost recovery efforts, and the impacts of the leaks on
the Project’s Finance Plan. We will also discuss two important lessons learned
from this troubled project. The key points in our testimony are:

¢ There are two types of leaks in the 1-93 tunnels: those in the slurry wall
panels and those at the roof-wall joints. Regarding slurry wall panel leaks,
the most recent tally shows there are 102 defective or leaking slurry wall
panels, including two that need major repair, 33 that need moderate repair,
and 67 that need only patching. To date seven panels with minor defects
have been patched but not yet accepted by the Authority. The Authority is
considering three methods to repair the two severely defective panels and
must make its decision in a manner that assures the public that it has
selected the best method, not the most expedient or just because it costs the
least. More defective panels may be discovered because almost 400 of the
1,937 wall panels have yet to be inspected for defects.

Regarding roof-wall joint leaks, the number of leaks is constantly changing
because as leaks are sealed with grout injections, new ones emerge and
sometimes old ones re-emerge. In the summer of 2004, the Authority had
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counted 724 roof-wall joint leaks. Since then, a majority of those have
been sealed with injections of grout, but new and re-emerging leaks have
been found, leaving a balance of 662 leaks as of March 22, 2005. Roof-
wall leaks are also likely to be a continuing problem because less than half
of the 9,125 roof-wall joints have been inspected under the current
inspection program. Unless a way is found to permanently seal these leaks,
they could remain a long-term problem that leads to higher maintenance
COsts.

While the Authority has said its contractors, and not the taxpayers, will pay
to fix all the leaks, we are not entirely confident of this. The Authority
does retain a portion of contractor payments until the work is accepted and
it can use those funds to offset leak costs. However, it is not clear that the
withheld amount will be adequate to cover all leak costs. In addition, the
taxpayers have already paid some leak related costs. Last fall, the
Authority estimated that it had spent $7 million to repair the leaks, and
identified total cost exposure of $17 million. We are very concerned that
they may have to pay even more. A consultant is now analyzing how much
has been paid for leak expenses and expects to issue its report next month.

The taxpayers will not recover the costs already paid for the leaks unless
the Authority’s newest cost recovery program is more successful than prior
cost recovery efforts, which were anemic. Last year, we recommended that
the cost recovery effort be removed from the control of the Authority
because we believe the Authority lacks the independence needed to pursue
cost recovery efforts vigorously against Bechtel/Parsons, its partner. In
February 2005, the Massachusetts Attorney General’s Office took over the
Project’s cost recovery program. We feel this is a positive step, but it is too
soon to tell whether this effort will be more successful than its
predecessors. The challenge will be to sift through all the conflicting facts
and determine the cause of cost increases, the responsible party, and, unlike
in years past, aggressively pursue the responsible party to recover costs.

The Attorney General is now seeking many millions more through the cost
recovery program for design errors and omissions made by Project design
contractors that resulted in added construction expenses. To put some
perspective on the potential amounts involved, contract modifications,
which inctude payments to contractors for work they claim to be outside the
scope of their original contract, have been a significant cause of costs
overruns.  As of January 31, 2005, the Authority had paid over
$2.13 billion in approved construction contract modifications.  An
outstanding question is to what extent these modifications were due to
errors or omissions on the part of design contractors. As of February 28,
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2005, there were also 3,640 open, unresolved contractors’ claims for
additional payments, with a total contractor proposal value of $442 million.
The Authority has budgeted $226 million to pay these unresolved claims.

* We are also reviewing the Project’s 2004 Finance Plan. The $81 million in
remaining unobligated Federal funds for the Project cannot be released until
we report to the Department of Transportation that the Authority’s annual
Finance Plan contains reasonable Project cost and schedule estimates, as
well as adequate funding sources. In February 2005, we advised FHWA
that until unknowns about the leaks are substantially resoived, we will not
have the information needed to conclude that the Finance Plan contains
reasonable cost and schedule estimates and adequate funding sources. The
Authority retained a consultant to perform an audit of leak-related costs and
payments. The audit is expected to be completed by May 2005, and should
provide information needed to assess the impact of leaks on the Project.
We will perform a quality assurance review of the work and will then
complete the remainder of our evaluation.

Regarding lessons learned, T would like to highlight two important lessons—one
applies to the states and the other to FHWA.

¢ The Central Artery Project had a problematic history and presents many
lessons learned.  The Authority hired Bechtel/Parsons to provide
preliminary designs, manage design consultants and construction
contractors, track the Project’s cost and schedule, advise the Authority on
Project decisions and in some instances act as the Authority’s
representative. In 1998, the Authority combined some of its employees
with Bechtel/Parsons employees in an Integrated Project Organization.
This was intended to make management more efficient, but it hindered the
Authority’s ability to oversee Bechtel/Parsons, because the Authority and
Bechtel/Parsons had effectively become partners in the Project. The
Authority has already approved or paid more than $1.9 billion in invoices
from Bechtel/Parsons for its work on the Project. Although the company
has recently admitted some liability in failing to correct construction
defects that it knew existed at the site of the panel that was breached on
September 135, generally it has not been held liable for any design errors or
omissions under the cost recovery program. The Authority’s inability to
recover any of these costs may be due at least in part to its partnering
relationship with Bechtel/Parsons.

¢ FHWA has traditionally provided little oversight of the billions of doltars it
provides to states and municipalities each year, and the lack of oversight
contributed significantly to the Central Artery problems. The extensive
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problems encountered in the Central Artery Project have had a huge impact
on FHWA’s understanding of its oversight role. These painful oversight
lessons are now a central component of the Administration’s highway
reauthorization proposal, which aims to strengthen FHWA'’s oversight and
stewardship provisions.

There has been a major shift in direction under Secretary Mineta and
Federal Highway Administrator Peters, and FHWA has begun developing
new policies, procedures, and practices to improve its oversight. FHWA
has also begun to provide better oversight to major projects, including the
Woodrow Wilson Bridge connecting Maryland and Virginia and the
Springfield interchange in Virginia. For example, FHWA recently initiated
its Financial Integrity Review and Evaluation (FIRE) Program, which
requires extensive oversight of state management practices. Effectively
implementing these improvements, however, will require significant
changes to FHWA’s culture.

The Authority is Still Assessing the Number and Significance of
the iI-93 Leaks

The Authority has made progress identifying the nature and extent of both the
slurry wall panel leaks and the roof-wall joint leaks, but the effort is not complete.
What it has found is surprising in that the problems are much more extensive than
originally indicated. To date, the Authority has identified 102 wall panel leaks,
including two with severe defects, and 662 remaining roof-wall joint leaks.

Notwithstanding that the project is in its final stage and is scheduled to be
substantially complete in September 2005, it is imperative that the Authority
promptly complete a thorough assessment and identify and implement corrective
actions. Although engineers have not questioned the structural integrity of the
tunnels, the leaks also present public perceptions and concerns about safety.

The Authority now faces a significant challenge—implementing solutions for the
most defective wall panel and other defects and leaks that restore the public’s
confidence in tunnel safety and ensuring that the taxpayers will not bear the
burden of the added costs. But, there is a major hurdle to overcome. Specifically
the public must perceive that the fixes for these leaks are the right ones. Given the

troubled history of the Project, restoring public confidence will be a significant
challenge to the Authority.

Slurry Wall Panel Leaks. The history of the September 15 breach provides
insight into this challenge. On that date, a leak breached the east wall of the 1-93
northbound tunnel just south of Congress Street and about 70 feet below the
surface of Atlantic Avenue. According to U.S. Department of Transportation
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leakage criteria, a severe leak has an active flow of 30 or more drips per minute.
The September leak had a water flow of roughly 300 gallons per minute.

The breached wall is made of concrete panels that were built using the slurry wall
trench excavation technique. As the trench was excavated, it was filled with a
special clay mix, called slurry, to support the earth around the trench. Deep
structural steel piles were placed vertically in the trench, 4 to 6 feet apart. Once
the excavation was complete, concrete was pumped into the trench from the
bottom up with flexible pipes called “tremies” and the slurry was gradually
displaced.

The Authority hired two experts—Mueser Rutledge Consulting Engineers (Mueser
Rutledge) and Lemley & Associates—to review the slurry wall panel leaks. Ina
November 3, 2004 report, Mueser Rutledge concluded that the breach was caused
by a series of construction deficiencies that were documented during the
fabrication of the panel that leaked.

Specifically, Bechtel/Parsons reported that a leak in the same wall panel had
occurred on July 20, 2001.  Construction progress records from that period
revealed that Modern Continental made a string of errors during the construction
of the concrete panel where the leak occurred. The Mueser Rutledge review of
Bechtel/Parsons’ construction records found that:

¢ Before excavation, the contractor failed to remove the temporary steel
endplate placed at the adjoining concrete panel built by another contractor,
as well as the residual concrete around the endplate.

¢ The trench was not properly cleaned of debris at the completion of the
excavation for the panel, or debris fell into the panel just before or during
placement of the concrete. The inclusion of debris diminished the
structural integrity of the panel.

¢ Because of an obstruction, the contractor could not install a steel
reinforcing cage that according to specifications had to span the length of
the panel within the concrete. The contractor reduced the size of the cage
rather than remove the obstruction.

¢ The obstruction prevented the contractor from using two tremie pipes to lay
the concrete as required by the contract. Using only one pipe caused an
uneven distribution of the concrete in the trench.

* The bottom of the cage shifted out of position during concrete placement.
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e Finally, during the tunnel excavation, a leak and debris inclusion were
discovered in the slurry wall, but workers patched the defect, rather than
remove the inclusion and permanently repair it.

The Mueser Rutledge report also faulted the Authority’s Project management
contractor, Bechtel/Parsons, for failing to ensure that the wall panel was repaired
when the defect was first discovered in 1999. Bechtel/Parsons has admitted some
liability in failing to correct construction defects that it knew existed at the site of
the panel that was breached on September 15.

After the September 15 wall breach, the Authority began inspecting the 1,937
sturry wall panels in the tunnels for similar defects. As of April 13, 2005, about
80 percent of the panels had been inspected. Among them, inspectors found two
panels that need major repair, including the panel that was breached on September
15, 33 that need moderate repair, and 67 that require minor patching. A majority
of the defective panels, including the two with the most serious defects, were
constructed by Modern Continental. To date, 10 panels requiring patching have
been repaired but not yet accepted by the Authority.

When we testified in December, it was an open question whether the September
breach was a one-of-a-kind event or a harbinger of systemic problems in the
tunnel walls. However, based on the results of the Authority’s inspections to date,
it is clear, in our opinion, that the wall panel leaks are systemic and are not
centered in just one contractor’s section, as was originally suggested.

Questions remain about how to fix the wall panel with the most severe
defects. The only formal proposals for repair of that wall panel are two proposed
by Modern Continental, the company that constructed the wall panel. Both of
Modern Continental’s repair plans involve bolting a steel plate to the slurry wall,
and one adds an encasement of reinforced concrete.

The slurry wall expert engineer that the Authority hired to assess the leaks and
propose concepts for fixing them has identified another option. However, the
Authority has not pursued this option further, which is the crux of the perception
issue confronting the Authority.

Mueser Rutledge has suggested a more extensive repair method that brings the
wall back as close as possible to the original design specifications. This method
includes draining the groundwater from around the defective wall panel. The
Authority has suggested that the “dewatering” necessary to carry out Mueser
Rutledge’s method poses unnecessary risk to the stability of the ground under the
nearby Federal Reserve Bank garage. However, the Authority has not set specific
criteria for what would be acceptable both in design and risks. Although the
FHWA has reviewed each proposal, including the concept by Mueser Rutledge, it
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too did pot review all the information necessary to fully evaluate the Mueser
Rutledge concept and its risks.

The challenge for the Authority is to analyze all of the possible repair methods in a
manner that the public will perceive as reasoned, conscientious, and unbiased.
The Authority must give the public confidence that it is selecting the best method
of repair, and not the most expedient or the one that costs the least.

Roof-Wall Joint Leaks. The Authority is also assessing the second category of
leaks, those at the roof-wall joints, and determining how they will affect the
Project’s schedule. As early as 2000, the Authority, Bechtel/Parsons, and the
FHWA noted that roof leaks in the I-93 tunnels were occurring more frequently
and at a higher rate than expected. In the summer of 2004, the Authority had
counted 724 roof-wall joint leaks. Since then, a majority of those have been
sealed with injections of grout, but new and re-emerging leaks have been found,
leaving a balance of 662 leaks as of March 22, 2005.

In the Authority’s current inspection program, less than half of the tunnel’s 9,125
roof-wall girder bays have been checked for leaks, so it is likely that many more
will be found. The cause of the roof-wall joint leaks has not been identified, but
the suspects are poor construction, including use of improper equipment and
inadequate surface preparation for applying a waterproofing membrane. The
resolution of this issue may determine whether the construction contractor, the
section design consultant, or the Authority pays for this cost. The Authority has
said that some of the roof leaks are a normal occurrence in such tunnels, but if not
corrected in a timely manner could corrode steel beams and electrical wiring.

We found evidence to suggest that the roof leaks may also be associated with the
selection and installation of waterproofing systems. Construction documents
indicated that the Project was experiencing waterproofing problems in the latter
part of the 1990s. The Project established a Waterproofing Task Force in March
1997 to address problems being experienced with several of the Project
construction contracts.

In its July 31, 1997, report, the task force attributed 95 percent of the Project’s
waterproofing problems to unsatisfactory quality control practices of the
construction contractors. The report did not, however, address the adequacy of
quality assurance, which is the responsibility of Bechtel/Parsons. The task force
also found that waterproofing systems had not been adequately prepared and
installed, and reported that the Project would continue to have problems unless
contractors changed their surface preparation and installation practices. Finally,
the task force recommended eliminating future use of two waterproofing
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systems,' which had already been installed on segments of the 1-93 tunnels, but
were not working.

In 2000, the Project established a Leak Task Force composed of representatives
from Bechtel/Parsons, FHWA, and the Authority to develop a response plan for
the leaks in the 1-93 tunnels. The task force identified leaks in seven segments of
the tunnels. It found that the leaks seemed to be directly proportional to rainfall,
suggesting that it was not the ground water that was penetrating the tunnels, but
water originating in the area above the tunnel roof. Because construction of [-93
was not finished, the tunnels remained partially open to the weather, taking in
water through uncovered ramps, unfinished roofs, openings around beams that
held up the elevated highway, and unsealed utility conduits.

However, in a December 2001 draft report” on Project cost overruns, a consultant
concluded that the original design of the waterproofing above the roof girders in
one section of the I-93 tunnels provided insufficient protection against leaks. To
address this issue, the original design specifications were later amended to require
the application of waterproofing spray over an area greater than originally
specified and the installation of a protective board.

In March 2005, Project engineers estimated that the roof-wall joint leaks will be
reduced to a small number by October 2005 and will continue to be a maintenance
task after 2007, when the Authority takes over tunnel maintenance. Nonetheless,
who pays for keeping the leaks at bay and who bears responsibility has yet to be
determined. Unless a way is found to permanently seal these leaks, they could
remain a long-term problem that leads to higher maintenance costs.

Deficiencies in quality contrel processes. We also have concerns about the
failures in the construction quality control process that the leaks have revealed.
Investigation of the September 15 leak showed that both Modem Continental and
Bechtel/Parsons representatives knew that the wall panel was defective when it
was built, and that they had documented this in field reports, but no records have
been found that show they followed up on the problem.

The fact that another 101 defective slurry wall panels have been found, including a
second one with severe defects, so many years after they were constructed
certainly shows that the Project’s construction quality assurance process was not
working as intended. This now raises question as to where else the quality
assurance process may not have worked. The Authority and FHWA should be

I The Bentonite and Cold-Applied Polyurethane waterproofing systems—two of five waterproofing
systems used on the Project.

2 Central Arterv/Tunnel Project Review and Assessment of C15A2 Global Contract Modification, Deloitte
& Touche, December 2001,
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taking steps to ensure that there are no other construction quality lapses. They
should consider implementing a Project-wide construction quality review. One
step may be to conduct a review of a random sample of engineers’ field reports for
indications of other construction problems that were not properly corrected.

Taxpayers Must Not be Saddled With the Cost of the Leaks

The Authority has said it will require construction contractors to repair all
identified leaks, of both types, before it will issue final acceptance of the tunnel
sections. The Authority has also said that under the contract warranty provisions,
the contractors will be required to fix additional leaks for at least 1 year after final
acceptance, and some contracts contain a longer warranty period.

While the Authority has said its contractors, and not the taxpayers, will pay to fix
all the leaks, we are not so confident. The primary risk to the taxpayers involves
establishing the responsible party. Determining who is responsible is complex
because the problems could be caused by poor construction, design errors, poor
oversight, or a combination of those factors. In fact, some contractors have
already been paid for leak-related expenses, and unless the Project’s cost recovery
team can recover those funds from the contractors, the taxpayers will have paid the
tab for errors made by contractors.

It also remains to be seen to what extent construction contractors will file claims
with the Authority for additional payments for leak-related work by alleging that
poor design or site conditions, not poor construction, caused the leaks. Project
management has a history of paying about 50 percent of all such claims from a
construction contractor. The Authority could, in turn, recover some of the extra
costs from those claims from other contractors responsible for design errors or
omissions, but the Project has a dismal record in cost recovery.

Bechtel/Parsons officials, in testimony to a Massachusetts state legislative
committee, said that it will pay its “fair share” of the cost to repair the wall panel
that was breached. However, final costs will depend on how many leaks there are,
their severity, the cost to repair, and whether leak-related costs—such as damage
to electrical components—exist beyond the repair work. The key to protecting the

taxpayers will be resolving the uncertainty about who is ultimately responsible for
the leaks.

At this time, work is still ongoing and the ultimate cost is not known. With our
assistance, the Authority has retained a consultant to identify past and current
costs associated with both types of leaks and to assign them to specific contracts.
The consultant will also gather information on contract liability clauses, liability
limits, and whether the Project’s budget, contingencies, and reserves are sufficient
to cover leak-related expenses. The consultant’s report will be issued next month.

10
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According to the Authority, it has spent approximately $7 million over the last 3
years for leak repairs, all of which was paid to McCourt/Obiyashi, the tunnel
finishing contractor. In November 2004, the Authority stated it had identified
costs related to leak repairs of almost $17 million. However, it stated it had yet to
back charge the responsible construction or oversight contractors for these costs.
We are concerned that the total costs will be significantly larger.

In addition to the cost of fixing the leaks, other related costs should not be passed
on to the taxpayers. These include the cost of the consultants employed to assess
the leak damage; replacement of damaged wall panels, electrical components, and
insulation; reapplication of waterproofing systems; and constant monitoring and
patching of the leak sites.

It is Too Soon to Tell Whether the Current Cost Recovery Effort
Will Bear Fruit

In general, “cost recovery” involves the Authority filing a claim against design
consultants for any additional costs incurred during construction that can be
attributed to errors, omissions, or other deficient or unsatisfactory performance in
designing the project. While it is encouraging that the Authority’s cost recovery
program has been reassigned to the Attorney General’s Office, historically the
Central Artery’s cost recovery program has not been effective.

In 2003, in response to a request by members of the House Transportation and
Infrastructure Committee, we reviewed Project cost recovery and found that
8 years of effort had yielded only $30,000 in recoveries from a single consultant.
We reported that the cost recovery effort had been hampered by conflicts of
interest, failure to identify some change orders that might be due to design errors

or omissions, and failure to review change orders and refer them for cost recovery
in a timely manner.

The Project transferred the task of cost recovery to a team of Project and outside
attorneys directed by a retired Probate Court judge. Over the next 2 years, the new
team recovered $3.5 million and filed lawsuits seeking another $164 million.
While the new cost recovery effort was an improvement over its predecessor, it
recovered only a small percentage of funds.

In our December 2004 testimony we suggested that the Massachusetts legislature
create an independent commission to investigate the leaks, determine the
responsible parties, and ensure that they, and not the taxpayers, bear the costs of
the leaks. We recommended that the Massachusetts Attorney General’s Office
participate in the commission, which would gather information that could be used
to assist the cost recovery effort. The commission was not created, but in
February 2005, the Authority and the Attorney General agreed that the Attorney

11



38

General’s Office would take over the Project’s cost recovery efforts until
December 2006.

We see this as an improvement because the Attorney General’s Office can pursue
both civil and criminal court actions to recover funds paid to Project contractors.
The Attorney General’s Office has filed a motion to stay a $150 million lawsuit
against the Bechtel/Parsons joint venture alleging financial malfeasance. The
purpose of the stay is to provide an opportunity for the Attorney General to
evaluate the lawsuit and attempt to settle it as he sees appropriate. Ten other
lawsuits that the previous team filed against design consultants are in the
discovery stage and future court dates have been scheduled.

The Attorney General’s Office is in the process of hiring engineering consultants
and has held a series of meetings with Bechtel/Parsons. While the transfer of cost
recovery to the Attorney General appears to be a step in the right direction, we do
not yet know whether it will return more funds than previous efforts did.
Fundamental to achieving success in cost recovery will be establishing the
responsible party, which has presented a formidable challenge to prior efforts.

The Cost of the Leaks Must be Addressed in the Central Artery
Finance Plan

We are now reviewing the Project’s 2004 Finance Plan. The $81 million in
remaining unobligated Federal funds for the Project cannot be released until we
report to the Department of Transportation that the Authority’s annual finance
plan contains reasonable Project cost and schedule estimates, as well as adequate
funding sources.

Likewise, FHWA should not accept the Project’s 2004 Finance Plan until the leaks
are adequately identified and the appropriate solutions are under way. FHWA
should also withhold its final acceptance of the Project and ensure that funds held

in retainage by the Project are not released until cost and repair issues are
resolved.

In February 2005, we advised FHWA that until unknowns about the leaks are
substantially resolved, we do not have a credible basis on which to conclude that
that the Finance Plan contains a cost estimate that is based on all known and
reasonably expected costs, identifies appropriate and available funding sources
sufficient to meet the total estimated costs, or provides a project construction
schedule that is based on all known and reasonably anticipated delays.

To determine the impacts the tunnel leaks will have on the Project, the Authority
in January 2005 retained Deloitte & Touche to perform an audit of related costs
and payments. We reviewed the statement of work for this audit to ensure it
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would generate the information needed to complete our assessment of the project’s
Finance Plan. The audit is expected to be completed by May 2005, and will
provide the following information.

o Past and current costs associated with the leaks by contract.

o Contract requirements regarding contractual liability and limits on that
liability for all relevant parties.

* Payments made for leak-related costs and amounts recovered to date.

e Whether the project’s $14.625 billion budget, including contingencies and
reserves, is sufficient to cover current leak-related expenses.

¢ Future maintenance costs that can reasonably be expected as a result of the
roof leaks.

We will perform a quality assurance review of Deloitte & Touche’s work to
ensure that it is adequate in scope and conducted in a manner that meets applicable
auditing standards. We will then complete the remainder of our evaluation of the
2004 Finance Plan.

Lessons Learned: FHWA Must Refocus its Efforts on Project and
Financial Oversight

You also asked us to talk about the lessons that this Project has taught us about
oversight of major infrastructure construction projects. 1 would like to highlight
two important lessons—one applies to the States and the other to FHWA:

States Should Maintain Their Oversight Role

At the state level, the Central Artery Project’s problematic history presents many
lessons in how not to manage a public works megaproject. The Authority hired
Bechtel/Parsons to provide preliminary designs, manage design consultants and
construction contractors, track the Project’s cost and schedule, advise the
Authority on Project decisions and in some instances act as the Authority’s
representative.  In 1998, the Authority combined some of its employees with
Bechtel/Parsons employees in an Integrated Project Organization. This was
intended to make management more efficient, but it hindered the Authority’s
ability to oversee Bechtel/Parsons, because the Authority and Bechtel/Parsons had
effectively become partners in the Project.

The Authority has already approved or paid more than $1.9 billion in invoices
from Bechtel/Parsons for its work on the Project. Although the company has
recently admitted some liability in failing to correct construction defects that it

13
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knew existed at the site of the panel that was breached on September 15, it
generally has not been held liable for any design errors or omissions under the cost
recovery program. The Authority’s inability to recover any of these costs may be
due at least in part to its partnering relationship with Bechtel/Parsons.

FHWA Needs to Provide Effective and Independent Oversight

FHWA has traditionally provided little oversight of the billions of dollars it
provides to states and municipalities each year, and the lack of oversight
contributed significantly to the central Artery problems. The extensive problems
encountered in the Central Artery Project have had a huge impact on FHWA’s
understanding of its oversight role.

We have reviewed a number of major projects that stand as examples of good
project management—projects such as Utah’s 1-15 and the Alameda Corridor in
California. In contrast, we have reviewed projects such as the Central Artery in
Massachusetts and the Springfield Interchange in Virginia, in which management
and oversight were ineffective, leading to significant cost increases, financing
problems, schedule delays, or technical and construction difficulties.

We continue to find indications that other major projects also face similar
problems. For example, in February 2005, we expressed our concern that cost
estimates for the San Francisco-Oakland Bay Bridge (East Span) project in
California have nearly doubled from $2.6 billion to $5.1 billion.

Although this project is in the early stages, the cost increase and a highly critical
report from the state auditor raise significant concerns that the Bay Bridge is
already a troubled project. For example, the state auditor found that the California
Department of Transportation should have known as early as November 2003 that
the program would experience large cost overruns. Yet we found that FHWA
accepted the state’s 2003 Finance Plan Update without evaluating the information
provided to ensure the reasonableness of the state-reported cost projections.

FHWA Actions to Strengthen Oversight. FHWA has begun developing new
policies, procedures, and practices to improve its oversight. In certain cases,
FHWA is beginning to provide better oversight to major projects, including the
Woodrow Wilson Bridge connecting Maryland and Virginia and the Springfield
interchange in Virginia. For example, on February 28, 2005, FHWA initiated its
Financial Integrity Review and Evaluation Program, which calls for Division
Offices to perform extensive oversight of State management practices, including
assessing management risks, reviewing financial management processes, and spot
checking a sample of payments on highway projects to ensure that Federal funds
are properly managed. This represents a significant shift in direction under
Secretary Mineta and Administrator Peters to improve stewardship and oversight.

14
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To fully exercise its oversight role, FHWA must ensure that state Departments of
Transportation accomplish the following.

Preparing reliable project cost estimates. We have repeatedly seen that

* unreliable costs estimates have led to significant cost increases. As with all

of these items, the Central Artery stands out as the poster child for each
problem, but the Artery is not alone. We found that the Virginia
Department of Transportation understated the costs of the Springfield
Interchange by $236.5 million, or 35 percent, because it excluded known,
planned, and identifiable costs that are standard elements of major highway
construction projects. When initial cost estimates are unreliable, decision
makers do not have the information they need to choose cost-effective
transportation solutions. In addition, subsequent cost increases erode the
public’s trust in Federal and state project managers” abilities to act as good
stewards of taxpayers” funds.

Preparing finance plans to identify project cost, schedule, and funding
risks. A finance plan is a management tool that provides project managers,
oversight groups, and the public with important information about how
much a project is expected to cost, when it will be completed, whether
sufficient funds have been committed to the project, and whether there are
risks to being able to complete the project on time and within budget.
Despite their usefulness, finance plans are generally not required for
projects costing less than $1 billion. But even much smaller projects can
burden a state’s resources. We believe projects costing over $100 million
but less than $1 billion should have finance plans.

Ensuring that statewide plans properly represent to the taxpayer how
funds will be spent. States are required to prepare financially constrained
3-year transportation plans and submit them concurrently to FHWA and
Federal Transit Administration for joint approval. These plans are
representations to the taxpayers of how states plan to use taxpayers funds to
meet transportation needs and they identify which projects will be funded,
their costs and funding sources, This is particularly important in states with
large projects, because cost increases on one large project can adversely
affect the states ability to complete many other important projects. We
reviewed one state plan that was generally not realistic because the cost
estimates cited for most projects were understated. As a result, only 30
percent of the projects were started on time, 57 percent were delayed, and
13 percent were eliminated. In Massachusetts, Congress intervened to
ensure a balanced statewide transportation program by requiring the state
plan to spend no less than $400 million each year for construction and
specific transportation projects,

IN]
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e Implementing more cost-effective engineering alternatives.  Our
January 1993 report commended FHWA and Massachusetts Department of
Public Works for value engineering activities that saved an estimated $400
million in Central Artery Project costs. But we noted that an additional
$100 million in savings might have been achieved if the two agencies had
thoroughly and objectively considered technically feasible but controversial
value engineering recommendations. We also found that delays in
finalizing value engineering reports and recommendations detracted from
the overall success of the value engineering program. We are currently
conducting an audit of value engineering to determine whether states are
capitalizing on these cost-saving techniques and whether FHWA is
ensuring that states are appropriately considering value engineering
recommendations.

Challenges FHWA Faces. These initiatives in financial management are critical
to strengthening FHWA'’s oversight and stewardship of major projects, but they
present significant challenges.

First, they require a fundamental change in FHWA’s culture, which has
traditionally focused on being a supportive partner to the states rather than on
providing independent oversight of state activities. FHWA itself has recognized
that this relationship has sometimes blinded it to larger management issues. In its
“Lessons Learned for Mega Projects,” FHWA stated that the biggest lesson
learned from the Central Artery project is that FHWA personnel need to remain
independent from state officials and agencies to fulfill an oversight role. For
example, when the Authority announced a $1.4 billion cost increase in 2000,
FHWA officials were caught unaware, even though they had just approved the
Project’s Finance Plan earlier the same day.?

Second, FHWA faces a major challenge in recruiting, managing, and retaining its
workforce. FHWA expects about 60 percent of its staff, some in mission-critical
assignments, to leave between Fiscal Year (FY) 2003 and FY 2007. The silver
lining to this huge flux in personnel is that it will provide an opportunity for
FHWA to develop a new mix of workforce skills to address the new missions, new
technologies, and new project oversight requirements. For example, FHWA needs
staff with financial management skills to provide guidance on innovative financing
techniques and to evaluate key state processes for managing federal funds. Last
year, engineers held almost 40 percent of FHWA’s 2,858 permanent positions,
while financial specialists held less than 4 percent. It needs to take aggressive and
quick action to resolve this human capital skills gap.

3 U.S. Department of Transportation, Office of Inspector General, Report Number TR-2000-050, “Current
Costs and Funding of the Central Artery/Ted Williams Tunnel Project,” February 10, 2000. OIG reports
can be accessed on our website: www.oig.dot.gov.
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Administration’s Highway Reauthorization Proposal Strengthens
Stewardship and Oversight

The Central Artery Project has resulted in many lessons learned that are now
central to the Administration’s highway reauthorization proposals to strengthen
oversight and stewardship of Federal highway funds. The Administration’s
proposed SAFETEA reauthorization includes key provisions requiring the
following:

.

An oversight program to monitor financial integrity and project delivery for
projects funded under Title 23, including annual reviews of state financial
management systems using risk assessment procedures;

Project management plans for projects costing at least $1 billion, or other
projects as may be identified by the Secretary;

Finance plans for projects costing $100 million or more;

Issuing minimum standards for the states to follow when estimating project
costs; and .

Evaluating state practices for estimating project costs, awarding contracts,
and reducing costs.

This concludes our testimony. We will be happy to answer any questions that you

have.
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Chairman ToMm DAvis. Thank you very much.
We will now hear from the Commonwealth’s attorney general.
Mr. Reilly, thank you for being with us.

STATEMENT OF TOM REILLY

Mr. REILLY. Mr. Chairman, thank you. And Congressman Lynch
and Congressman Capuano, thank you for being here as well.

Mr. Chairman, I also want to thank you for your courtesy in
scheduling my testimony this afternoon. I have submitted written
testimony, so I will not repeat that at this point. There are a couple
of points I do want to pick up on.

Ken Mead is right; we do have our work cut out for us in this
endeavor in taking over cost recovery. Let me tell you why we
agreed or actually volunteered for this task. This represents—and
the importance all of you have noted—it is a very important
project. It represents an enormous investment on the part of the
Federal and State governments and to transportation improve-
ments, not just for the city of Boston but also for this entire region.

But it is more than transportation. Any one of you that has been
over the Zakim-Bunker Hill Bridge realize it is a magnificent struc-
ture, a wonderful introduction into a great city. And it is my hope
that we will get to a point where we will all be proud of this project
and appreciate what has been done here.

But we are not there yet; there are serious problems. And getting
from the problems to the promise of a future of this project is why
we stepped in. There were suggestions at the time of a commission,;
I did not agree with that approach. Cost recovery is going to go one
of two ways. It is either going to be a negotiated settlement, or it
is going to end up in litigation. Commissions don’t litigate; commis-
sions really don’t negotiate. So we decided that we would step in.

Also, Mr. Chairman, I take this responsibility, and to Congress-
men and the Federal Government, I take this responsibility very
seriously. We want to demonstrate to you that we can do the job
t}ﬁat you expect of us, and we will try and are committed to doing
that.

Let me just bring you up to date very quickly as to where we are.
Currently, we are reviewing 134 issues for cost recovery. The major
ones—and Ken Mead spoke on the leak issues in the I-93, and
clearly there has been poor construction. But our focus is not just
on the construction companies; our focus is on Bechtel. They were
hired to do a particular job, in terms of oversight, in terms of de-
sign. And our focus is on them.

There is a lot of focus and a lot of attention paid to the slurry
walls. We are equally concerned with the wall and the roof joint
with the continuing leaks. We are not confident with the approach
that has been taken in terms of grouting, filling those leaks and
those holes with—by grouting. You cannot—in our estimation, you
cannot grout your way out of this problem.

We are concerned that this may not be solvable in the—for a per-
manent solution, and we may have on our hands a very long-range
maintenance problem for the project. And certainly we will have to
take some time to find out, if that is true, what is the cost and who
is going to pay.
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Again, we believe that the responsibility, the ultimate respon-
sibility, is not with the taxpayer—the ultimate—the Federal Gov-
ernment or the State government. The ultimate responsibility lies
Bechtel. Waterproofing is a major issue throughout the project.

Again, Bechtel was responsible for the concept for the entire
project, and concerns have been raised about the choice of mate-
rials and design of certain of the waterproofing details. Again, we
see that as the responsibility of Bechtel.

There is a serious matter involving the so-called Honeywell con-
tract, which is a communications system throughout the project for
alert to any problems in the systems. Again, Bechtel has a role in
this.

There are roadway problems with pavement, causing not only re-
grinding but also repavement. That has been so-called—people
went through it in the early stages of so-called rollercoaster effect.
Again, we see that as the responsibility ultimately of Bechtel.

Last, there are problems with the water treatment system on
Spectacle Island for the treatment of environmental waste. It is not
functioning properly. Again, we see ultimately the responsibility—
there is a lot of focus and a lot of fingerpointing back and forth,
but ultimately we see the responsibility being with Bechtel.

In the end, our goal is to recover as much money as we can for
taxpayers, both Federal and State, and to make sure that when all
is said and done we got what we paid for.

Thank you, Mr. Chairman, and thank you for being here in Bos-
ton.

[The prepared statement of Mr. Reilly follows:]
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Testimony of Attorney General Thomas F. Reilly
House Committee on Government Reform
April 22, 2005

Mr. Chairman, Congressman Lynch and other members of the committee, my name is
Thomas Reilly and I am Attorney General of the Commonwealth of Massachusetts. Thank you
for the opportunity to appear before you today and discuss the role the Attorney General’s Office
has assumed for cost recovery on the Central Artery/Tunnel Project.

The Central Artery/Third Harbor Tunnel Project represents an enormous investment by
the Federal and state governments to improve transportation, not only for the city of Boston but
also for the entire region. But it is more than that. The Zakim Bunker Hill Bridge is not simply a
way to cross the Charles River. It provides a marvelous gateway to a great city. And soon there
will be gardens in the North End that will be a source of community pride, one of many Boston
neighborhoods that will be transformed by the addition of parks and new civic spaces. It is my
hope and belief that these vast improvements will combine to form the lasting impression of this
project.

But we are not there yet. Some very serious problems remain. As with any project, and
certainly one of this size and scope, there were errors made in its design and construction. The
public should not pay for those errors. The fault for those issues lies with the contractors and
consultants the state used to help them get the job done.

Getting from the problems we face now to the promise of a project that reflects well on
our state is the primary reason my office assumed responsibility for cost recovery. Before we
took over in February 2005 there had been talk of turning over cost recovery to a commission.
We did not think that was the way to go. There are only two possible paths to cost recovery - a
negotiated settlement or litigation, Commissions don’t negotiate and they don’t litigate. So we
stepped in and offered to take on cost recovery, which is a role normally performed by the owner
or managing agency, not the Attorney General. Our state’s Post Audit and Oversight Committee
agreed with us that the Commonwealth should speak with one voice and that voice should be the
Office of the Attorney General.

By stepping in we also wanted to demonstrate to the Federal government and to U.S.
taxpayers that Massachusetts is capable of dealing with these issues. We are capable of doing the
Jjob you expect to recover money on behalf of Massachusetts and U.S. taxpayers.

Now, a lot of numbers have been discussed as possible recoveries. We will not
speculate. Instead, we will be fact-based in our approach. And we will not suggest an amount to
be recovered unless we are sure that we can prove that amount in court.

We face a number of challenges to recovery, including the passage of time, the integrated
project organization used by the Massachusetts Highway Department and the Massachusetts
Tumpike Authority, and the structure of the project’s insurance program and the amounts of
insurance available. We will need to address these issues in a methodical way.
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We also are looking at issues involving leaks in the I-93 tunnel. Clearly, there has been
poor construction. But it would be wrong to focus solely on the contractors. Our focus is
squarely on Bechtel which, as the recent FHW A report acknowledges, had responsibility for
quality assurance on this project. Bechtel has previously told our state legislators that it will pay
its fair share for its failure to detect and have contractors correct problems with the slurry walls.
The public should not have to pay for their failures and Bechtel has a professional obligation to
correct the problem. How they deal with this issue -- whether they are willing participants in a
solution or only reluctantly cooperate -- will tell us a lot about whether we can reach a
negotiated settlement with them over other issues.

Second, while much attention appropriately has been focused on slurry wall repair, we
have substantial concern that merely grouting the roof leaks will not completely solve the
problems there and there may be long-term, added operating and maintenance costs for the state.
We know that the tunnel has experienced more leakage in the winter months. We need to
understand whether that will happen each winter and, if so, what can and should be done about it.

Simply put, there is far more water in this tunnel than was anticipated and if there is a long-term
cost associated with that we need to know it and recover it from those responsible for it.

And, certainly, any leakage problems in the tunnel are suspected to be the result of errors
and omissions in design, those issues would be appropriate for cost recovery review.

Currently, we are reviewing 134 issues for cost recovery. The major issues are:

- The so-called Integrated Project Control System in the 1-93 tunnel that resulted in $84M
contract modification paid to Honeywell. Among the items we are concerned about there are
software design, problems with the fire detection/alarm equipment and a two-way radio system
that needed to be replaced because it did not function.

- Leak issues in the I-93 tunnel.

-Waterproofing throughout the project. Bechtel was responsible for the concept for the
entire project and concems have been raised about the selection of materials and the design of
certain waterproofing details.

- Roadway pavement. There have been some problems with rideability that required
resurfacing roadways throughout the project.

- Spectacle Island. A water treatment system on the island currently isn’t functioning as
intended.

In each and every one of these cases, our goals remain the same: To recover as much
money as possible on behalf of state and federal taxpayers and to make sure that, when all is said

and done, we got what we paid for.

Thank you.
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Chairman Tom DAvis. Well, thank all of you for being here, and
for the testimony, some of which is in the record and wasn’t dis-
cussed here.

Mr. Mead, let me start with you. You said we have 3,600 claims
for change orders that came through, basically?

Mr. MEAD. Yes, sir.

Chairman ToMm DAvis. Now, when these change orders came
through, were they agreed to by whoever was administering the
project, or did they just decide to make the change and resolve
later who was going to pay for it and how it was going to—and who
was to blame?

Mr. MEAD. All of the above. One of the problems with this project
is that things that are now in dispute as to whether or not the
Commonwealth ought to get money back that they already paid
many years ago. I think there was a haste to pay some of these
things, and now we still have a very large number outstanding.

I would just—some of these things just went unattended for
many, many years, and now Attorney General Reilly has a task of
trying to recover the cost of these things.

Chairman Tom Davis. He has to pick up the pieces.

Mr. MEAD. Yes, sir.

Chairman ToM Davis. Well, you—Mr. Mead, you said it was
about $400 million in these change orders roughly.

Mr. MEAD. There’s $400 million, sir, just pending now that still
have to be resolved.

Chairman Tom Davis. Payment doesn’t resolve it? The fact that
these people were paid doesn’t resolve it, in other words. There
is

Mr. MEAD. Well, it——

Chairman ToMm DAvis. Was it paid under protest, or how did that
work?

Mr. MEAD. Well, they would just pay it, and there would be no
protest. And now people are raising a protest, and saying, “We
never should have paid this. This was somebody else’s fault.”

Chairman Tom Davis. Can you elaborate on that, Mr.——

Mr. REILLY. Yes, this is a big:

Chairman Tom DAvis. I have never heard of that before.

Mr. REILLY. Well, there is a lot of things we haven’t heard of be-
fore, and there is a lot of lessons to be learned.

Chairman Tom Davis. I was a government contracts attorney for
20 years. I was a general counsel for a $1 billion company, and we
worked with the government a lot. And it was resolved or you
didn’t get paid. That is the way it used to work with us. Sometimes
you would do the work, but they would hold the money until—you
are telling me they paid this up front and then are trying to resolve
it later?

Mr. REILLY. One of the big

Chairman Tom DAvis. Either one of you.

Mr. REILLY. One of the major problems here is that there was no
cost recovery for a period of 10 years. This should have been done
in a timely fashion.

Chairman ToMm DAvis. I understand.
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Mr. REILLY. An ongoing fashion. Deal with the problem when it
comes up, and decide who is going to be paid and for what, and
some of the quality assurances. That wasn’t done and

Chairman ToM Davis. Who would make the decision to pay?
Would it have been Federal Highways? Would it have been the
State? Was it a low-level person? I mean, obviously you are trying
to get the mission accomplished. You have the bulldozers out there,
or the drillers, or whatever.

They say they need to get paid, but who would make the decision
to pay versus saying, “Let us see if we should make this change?”
I mean, at what level was that done? Was that done Federal or
State or—can you explain that to me?

Mr. MEAD. I would say that first inside the Artery there is a
great deal of closeness between the Artery and its project consult-
ant, Bechtel/Parsons Brinckerhoff. It was almost a partnership,
and I think there was some failures there.

At the Federal level, I have to candidly say that I think the Feds
dropped the ball as well. There was very little oversight. I think
the Feds were thinking that there was a great deal of oversight
going on inside the project, and the project was thinking everything
is going fine. But the Federal Government learned a lot of hard les-
sons from this, Mr. Davis.

Chairman ToMm Davis. If the money is recovered at this point,
the money that is recovered, who does it go to? Does it go to Fed-
eral Highways? Does it go to the State? Can somebody——

Mr. REILLY. Most of it—at least 60 cents on the dollar—goes to
the Federal Government. It is Federal money.

Chairman ToMm Davis. It will be shared basically in
proportion——

Mr. MEAD. It will be a shared project.

Mr. REILLY. In proportion with the investment that was made in
the project. Most of that money is Federal money, at least 60 cents
on the dollar, maybe a bit more.

Mr. MEAD. I think, though, that a lot of that money might find
its way back to the Commonwealth, because a lot of that money
came to the Commonwealth as part of its annual apportionment.

Chairman ToM Davis. OK. So it is Federal money. And depend-
ing how it was apportioned, it could be returned to the State.

Mr. MEAD. Yes.

Chairman ToM Davis. Or to the Federal Government, or what-
ever. But there is a lot on the table.

Mr. MEAD. Yes, sir.

Chairman Tom DAviS. General Reilly, do you have any idea how
much money is on the table at this point?

Mr. REILLY. At this point, there has been a lot of speculation, a
lot of numbers thrown out there. I am uncomfortable with doing
that. We have

Chairman Tom DAvVIS. You set an expectation level when you——

Mr. REILLY [continuing]. And we have given assurances, and we
will give assurances to you. This will be fact driven. We will make
decisions based upon facts. When we have numbers that we believe
we can prove in court, then we will inform—if you want to be noti-
fied, and the Congressman wants to be notified—and I know the
Federal authorities, they will be
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Chairman Tom DAvis. That is fine.

Mr. REILLY [continuing]. They will be notified when we have
hard numbers that we can back up.

Chairman ToMm DAvis. I guess the last question before my time
runs out—we may do a second round, because I think we all have
a lot of questions as we go through this. Is there a statute of limi-
tations problem with any of this, that money might have been paid
off in the past, it probably shouldn’t have been paid off, but the
statute has run on our ability to get it back?

Mr. REILLY. In some cases

Chairman ToMm DAvis. That is a possibility.

Mr. REILLY [continuing]. There are problems. There are problems
with people being gone. It is with memories, it is with documents,
it is with statute of limitations.

Chairman ToMm DAvis. The usual.

Mr. REILLY. On the other end of it, we have just got to work our
way through those problems and get the best possible result that
we can. But if there is a lesson to be learned here, cost recovery
should have been taken on an on-time basis.

Chairman Tom DAvis. Right. And I think you have heard the
Woodrow Wilson Bridge project is going along, because of some of
the mistakes made here. We are not replicating those mistakes in
other parts of the country. I think from the committee’s perspec-
tive, we would be interested as you move through to see if there
are statute issues, things that might have fallen through because
of timeliness and stuff, not to basically point a finger at anybody,
but just to understand this. Historically, I think that is important
for us moving ahead.

But we appreciate your cooperation in this. I am going to recog-
nize Mr. Lynch.

Mr. MEAD. Mr. Chairman, if I might just, given your background,
I think you can relate to this point really quickly. You asked Attor-
ney General Reilly for, you know, does he have a sense of what the
magnitude of cost recovery would be, and he I think quite
properly

Chairman ToMm DAvis. He said what I would have said.

Mr. MEAD. Yes. And when I was a lawyer would say, too. But
you should know that up until a couple years ago, this is a $14.6
billion project. The total amount of cost recovery up until 2 years
ago was roughly $30,000.

Chairman Tom DAvis. There is a lot of money on the table. I got
you. Thank you very much.

Mr. MEAD. I hope so.

Chairman ToMm DAvis. Thank you very much.

Mr. Lynch.

Mr. LyncH. Thank you, Mr. Chairman.

Mr. Gribbin, I just wanted to followup very quickly with you. You
answered rather forthrightly that you thought the tunnels were
safe. When we heard from the two construction experts—Mr.
Lemley and Mr. Tamaro—at the State hearing, they answered in
a similar fashion, but they conditioned that response by saying,
“The tunnels were safe for now.”

They also said that if proper maintenance were not—was not
conducted, and proper repairs not done in a timely fashion, then
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an unfair—or an unsafe condition could arise. Do you—is that con-
dition unstated in your answer?

Mr. GRIBBIN. I mean, our answer would be, first, as part of the
September 15 incident, we created a leak assessment task force
that did the interim report that I mentioned in my statement. At
that point in time, our experts went through the tunnel and found
it to be safe. We will continue, however, to monitor the leaks, to
monitor the injections on the leaks, and we will be doing a final
report once the project is complete.

And this project is still under construction from our standpoint.
And so we will—this project is perfectly safe to be used. I don’t
think we are going to project forward into the future too far until
we finish our report, which will be done after the project is com-
pleted.

Mr. LYNcH. Right. All I am saying is you have at least—right
now you have 102 flaws that they have noted, a couple of them se-
rious, 33 of them No. 2’s as they say, moderate deficiencies, and
then 67 light ones. I am just concerned about

Mr. GriBBIN. That is correct.

Mr. LYNCH. And not only that, but the patch that is on E-045,
which is the burst panel, that is a temporary patch, so—I am just
concerned about the completeness of your answer, whether or not
you think that, if we don’t have proper maintenance and repairs in
a timely fashion, that there could be an unsafe condition that
arises.

Mr. GRrIBBIN. The assessment that we made was that the patch
was appropriate. It is a temporary patch, but clearly appropriate
to protect the integrity of that wall in the tunnel until a permanent
patch can be made. But why don’t I let Stan, since he is the engi-
neer here, add to that answer.

Mr. GEE. Sure. To answer your question, Congressman, there
have not been any discoveries of additional breaches of the type of
September 15. So we are confident now that the tunnel is safe. The
temporary repair is holding. We have recommended they go to a
permanent repair as soon as they can.

For the long-term safety, we are recommending they do a tun-
nel—they create a tunnel inspection program similar to what we do
for bridges. I think you are all familiar with the National Bridge
Inspection Program that requires a periodic review of bridges. Well,
we are going to institute—we have recommended, and will follow
through, that the tunnel create an inspection program for the long-
term safety.

Mr. LYNCH. Thank you. Inspector General Mead, I want to say
how pleased I am with the work you have done on this, and you
have been very helpful. I do note in your report this—for the
record, “The Impact of Water Leaks on the Central Artery/Tunnel
Project and Remaining Risks,” by the Honorable Kenneth Mead,
Friday, April 22.

You note that in your inspection you originally testified back in
December that it was an open question whether the September
breach was a one-of-a-kind event or a harbinger of systemic prob-
lems in the tunnel walls. And, however, based on the results of the
Authority’s inspections to date, it is clear in our opinion that the
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wall panels leaks are systemic and are not centered in just one con-
tractor’s section, as was originally suggested.

That failure occurred 5 years ago. I am sorry. The wall was con-
structed 5 years ago. The defects sat latent 5 years ago. For that
5 years, Bechtel had a responsibility to inspect. For that whole 5
years, we never were informed of, even though they had the infor-
mation in their possession, they never informed the public, and we
never found out about this latent defect.

The fact that there is another 101 defective slurry wall panels
that have been found, and the problems are more systemic, as you
say, are there suggestions that you would make in terms of the ap-
proach that should be taken in order to guarantee the structural
integrity of the tunnel? Not only in the short term, but in the long
term as well?

Mr. MEAD. Well, I, too, have never had any question that the
tunnel is safe, and it has integrity, and it will be safe for travel,
and so forth. But I do think this leak situation, and the magnitude
of it, does need to be resolved. And, yes, I do have a suggestion.

The first thing we need to do is we need to complete all these
inspections, both the slurry walls and the roof wall joints. Then, we
need to have a credible process for deciding how to fix them. You
can already hear in this hearing that there is going to be some con-
troversy about the fix. I think it is incredibly important that the
public perceive that the fix is the right one.

Mr. LyNCH. I just want to—just for the sake of this—follow up
on this question, sometimes a picture is worth 1,000 words. Leah,
I don’t know how you turn the lights down a little bit. I just want
to show you, a lot of people have seen the flooding, the water on
the street. But I want to go to Slide B2 if we could. These are pic-
tures of the breach that occurred back on September 15.

I don’t know if you can see that very well. There is sort of a wa-
terfall thing going on there. That is the breach. And, notably, I
wanted to bring your attention to the clock on this. This is mid-
night, basically, on September 16. This wall breached between 2
and maybe 3 and 5 o’clock I think on the 15th.

So this has been running. This actually burst, let us see, a num-
ber of hours, at least—let us see, I am not sure of my timing on
the original breach. I think it was 8 or 9 hours previous to this pic-
ture being taken. So this is after the wall panel was taken apart.

Based on what you see here, and I can only imagine what the
actual force of this spout of water out onto the interstate highway,
by the way, which was being used by traffic traveling at, let us just
say, 55 miles an hour. Do you have any sense on the safety aspect
of this, you know, given the fact that now you have had an oppor-
tunity to see what the breach actually involved?

Mr. MEAD. Well, obviously, if you had a lot of breaches like that,
you would have a safety problem. I mean, you would need a boat.
But I think there is two walls—there is two panels where we have
defects that are classified as serious, and there is 30 others, 30 odd
others where I think the problem is moderate. It needs to be fixed,
so it doesn’t become serious.

Maybe you would like to speak to that.

Mr. GEE. Yes. You know, on that particular situation, the State
Police shut down the lane, so it wasn’t a danger in terms of traffic
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flooding. In that particular situation, they had it sectioned off.
There was one lane of traffic that was allowed to pass through.
When the water was emptied, it was restored to full operation.

The other leak that goes all the way through the wall is the size
of a tennis ball. OK? It is no longer leaking. It has actually been
temporarily fixed. All of the other leaks that we have do not—are
indentations or gouges in the wall, and this is a

Mr. LYNCH. Are inclusions—is that included as well?

Mr. GEE. Excuse me?

Mr. LYNCH. Are there inclusions?

Mr. GEE. Yes.

Mr. LyNCH. Yes.

Mr. GEE. Yes. The foreign material, like dirt or whatever, that
was mixed in

Mr. LYNCH. That fell into the slurry during construction.

Mr. GEE. Right. And when we poured the concrete, they filled up
the hole. My point is that those other ones don’t go all the way
through. This wall is almost 4 feet thick. So the other moderate de-
fects—also, most of the—if many of the—let us see, I think very
few of these defects, the numbers you—are wet, are actually leak-
ing. These are defects that have foreign material in there, but they
are not leaking water.

The last point I wanted to make is that these—the moderate
ones, as the Inspector General has mentioned, these are defects
that have inclusions that may be more than a foot deep. OK? But
the wall is almost 4 feet. That is why I can say that there is not
a structural integrity problem; it is a quality control issue as was
pointed out.

Mr. MEAD. Now, you know, we have 400 of these panels of
these—that still have to be inspected. And what is very troubling
about this whole matter is that they knew that there was a prob-
lem, and it wasn’t fixed. And that this happened so many years
ago, and now there is a second one. Plus, they found these prob-
lems with almost 100 panels.

I would hope that this teaches us a lesson that there is some-
thing broken in the quality assurance process. And I hope that the
remaining 400, when they get done with those inspections, they
don’t—that it doesn’t turn up other problems.

Mr. LYyNCH. I am going to—I know I have taken more than my
time. My concern is this, Mr. Gee, and maybe you can address it
at a later time. These defects are latent, just like the—this was a
latent defect until it burst. These walls are 3%z feet thick. We
shouldn’t have water spouting through a wall 32 feet thick. We
shouldn’t have a hole the size of a tennis ball through a wall 3%
feet thick.

And in my estimation, we shouldn’t have traces of water filtering
through a concrete wall 3% feet thick. And the reason it was de-
signed to be 3%z feet thick is we need that. We need that thickness
to retain the soil and the water pressure behind it.

And all I am saying is that these inclusions that are treated so
lightly by many are actually, over the long term, threatening the
structural integrity of those panels, not of the tunnel itself but of
those lateral panels that are holding back the soil.

OK. The last question I have—I know I am over
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Chairman ToM DAvis. Can I just follow on to that? I will give
you your last question. You said they knew about this. I mean, the
contractor knew about this. Did State or Federal inspectors know
about this, too?

Mr. MEAD. Well, it is not clear—it is

Chairman ToMm DAviS. Or should they have known about it?

Mr. MEAD. Oh, yes, they should have known about it. We also
know, though, sir, that Bechtel/Parsons Brinckerhoff, whose job it
was to do quality assurance, knew about it. But they did not re-
quire its correction. And the paper trail that we traced down, it
ends at problem identification. And there is no followup docu-
mentation that we were able to find.

Chairman ToMm DAvis. Why do you think that is?

Mr. MEAD. I don’t—

Chairman ToMm DAvis. Is there any possibility of collusion here,
that everybody is just so close here they are losing things?

Mr. MEAD. I think, at best, sloppiness.

Chairman ToMm DAVIS. At best.

Mr. MEAD. At best, it is sloppiness.

Chairman ToMm DAvis. It could be collusion.

Mr. MEAD. Yes. And, you know, what the taxpayers want here
is they want a wall panel that meets the specifications that were
originally designed.

Chairman ToMm DAvVIS. So do the drivers.

Mr. MEAD. And that is going to be tough to do now. [Laughter.]

That is right. The drivers that have to go through there.

Chairman Tom Davis. Thank you.

Mr. MEAD. Yes, sir.

Chairman Tom DAvis. Mr. Lynch, one more question.

Mr. LYNCH. Just one last piece, and we are going to let Mr.
Capuano finally say something. The inspections that we are talking
about here—and I know we have a technical panel coming up be-
hind us—but is this with non-destructive testing? Are we doing
pulse echo? What are we—is this just visual detection of defects,
or are we actually scanning these walls with, you know, pulse echo
or ultrasound or—how are we detecting these panel defects so far?

Mr. GRIBBIN. I am going to volunteer Mr. Gee for that question.
[Laughter.]

Mr. LyncH. OK. That is a question for—that is called a question
for the next panel.

Mr. GEE. We are doing—all of those are being done now. The ini-
tial screening is visual, OK, but when there is a question of a de-
fect, all of the methods that you describe, non-destructive as well
as actual picking away, is the inclusion of the material, the foreign
material is being done, too.

Mr. LYNCH. But it requires some other indication before you do
that, right?

Mr. GEE. Yes.

Mr. LYNCH. So you are not doing that with every single panel in
the tunnel. You are not going through with non-destructive testing,
making sure there is no flaw, no defect or deficiency within the
panel.
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Mr. GEE. Yes. At this point in time, the inclusions are obvious
in terms of visually seeing those. OK? And if there is a leak, obvi-
ously you will see a wet wall.

Chairman ToMm DAvis. Mr. Capuano.

Mr. CAPUANO. Thank you, Mr. Chairman.

Gentlemen, I am going to ask you precisely the question I said
I was going to. I know that some of you addressed it, but I want
to make sure I hear it again. Based on what you know today, un-
derstanding that things can change tomorrow, but based on what
you know today, is the tunnel safe today?

And on the presumption, I would imagine, Mr. Gribbin, I had
heard before that you had suggested a national bridge-like inspec-
tion for this tunnel, which will be the first tunnel in America, if
I understand, that would be on such an inspection. And I hope and
presume and will do everything I can to assist you to make sure
that gets enacted.

But on the presumption that ordinary maintenance and every-
thing gets done, which to me that is a presumption, that every
bridge I drive over has ordinary maintenance—on the presumption
that ordinary maintenance gets done, is there any reason to sus-
pect today that these tunnels will be unsafe in the near or distant
future? Mr. Gribbin.

Mr. GRIBBIN. There is no reason to believe that these tunnels
will be unsafe in the near or distant future. We have had a good
number of experts looking at this, and all of them have concluded
the same thing.

Mr. CAPUANO. And that today they are safe to your knowledge?

Mr. GRiBBIN. That is correct.

Mr. CApuANO. Mr. Gee.

Mr. GEE. Yes. I have nothing to add to that. That is true. That
is my opinion also.

Mr. CApUANO. Mr. Mead.

Mr. MEAD. Yes. As I said before, the structural integrity of the
tunnel I have no problems with. I think it is safe for the traveling
public. I do think, though, that a very compelling case could be
made that when you consider all the circumstances here that every
one of these wall panels ought to be scanned.

It is going to cost some more money. But given what has hap-
pened here, given that picture, given the fact that this was a latent
defect that nobody saw until, I mean, once the thing was built, they
identified the problem, did nothing, I want to make sure that there
is no others out there like that.

So I would go to the expense of scanning every one of the panels
in this tunnel before we put this to bed.

Mr. CAPUANO. Mr. Attorney General.

Mr. REILLY. Congressman, my understanding is that the tunnel
is safe. But there is a bottom line here, and the bottom line is that
there is too much water coming into this tunnel, far more water
than anyone anticipated. We also know that in the winter months
there is more leakage than at other times of the year. And, you
know, the last time I checked, winter comes every year here, and
it comes harsher in some years than others.

Now, with that water in the tunnel, at places it shouldn’t be and
in amounts it shouldn’t be, we have—there is a maintenance prob-
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lem, and in terms of driving conditions, yes, it is not a good situa-
tion until we get to the bottom of this, find out what is causing the
leakage, what is causing the water, and correct it.

So is it safe? Yes. But let us get to the bottom of it.

Mr. CAPUANO. But to your knowledge at the moment, the tunnel
is safe, and there is no reason to suspect

Mr. REILLY. Oh, yes.

Mr. CAPUANO [continuing]. That it won’t be safe for the near fu-
ture.

Mr. REILLY. What you have heard—and, again, I am not an engi-
neer, but all of the information I have had, it is structurally sound,
it is safe, but there is too much water coming into that tunnel.

Mr. CAPUANO. Thank you. Mr. Inspector General, first of all, I
want to thank you for coming today. I also want to thank you for
the assistance you have given both in this project and other
projects with my office and me personally. And for those of you who
don’t know, the Inspector General is a son of Massachusetts. He is
a proud product of us, and I am very pleased that he is back home
today for a little while.

Mr. Inspector General, in your written report, and I think you
also said in your comments, you had