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and Route 1A in the east. 

In 1989, CA/T Project management estimated that the Project, as then configured, would 
cost $4.4 billion and would be completed in 1998.  The Project’s cost estimate and 
completion date has been the subject of much controversy over the years due to a number 
of revisions made to those estimates.  As of May 2007, CA/T Project officials estimate the 
total cost of the Project to be $14.798 billion. 

This interim report reviewed Massport’s decision to withhold payments for roadways 
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the Commonwealth.  To date, the Office of the State Auditor has issued 22 interim reports 
identifying significant inaccurate, unnecessary, excessive and avoidable project costs, as well 
as available savings opportunities. 

AUDIT RESULTS 4 

 UNTIMELY REMEDIAL REPAIRS OF CA/T CONSTRUCTED ROADWAYS TO BE 
TRANSFERRED TO MASSPORT HAS RESULTED IN ADDITIONAL STATE FINANCING 
COSTS OF AT LEAST $8.3 MILLION 4 

The Commonwealth of Massachusetts incurred additional financing costs of at least $8.3 
million because the CA/T Project, Massport and other concerned state entities have not 
resolved long-standing construction quality issues involving highway and tunnel 
segments servicing Logan Airport that, although constructed by the CA/T Project, 
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the scheduled payments to terminate the resulting ongoing costs to the Commonwealth.  
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INTRODUCTION 

Background 

The Central Artery/Third Harbor Tunnel (CA/T) Project is a major 7.5-mile interstate highway 

Project designed to significantly reduce traffic congestion in downtown Boston through 

construction of an eight-to ten-lane underground Central Artery, a four-lane underwater tunnel that 

crosses Boston Harbor, and a commercial traffic by-pass road through South Boston.  CA/T 

construction, which began in 1991, was 99% complete as of November 2007.  Construction extends 

from the I-93 Massachusetts Avenue Interchange in the south, to beyond the Leonard P. Zakim 

Bunker Hill Bridge over the Charles River in the north, and from the Massachusetts Turnpike 

Interchange by the Fort Point Channel in the west, under the Boston Harbor via the Ted Williams 

Tunnel to Logan International Airport and Route 1A in the east. 

In 1984, the Massachusetts Highway Department (MHD) awarded a contract to the joint venture of 

Bechtel/Parsons Brinckerhoff (B/PB) to manage CA/T Project design and construction activities.  

B/PB had responsibility for project management, preliminary design, final design management, 

procurement, construction management and environmental services.  The Massachusetts Turnpike 

Authority (MTA) assumed management of the CA/T Project under state law enacted in March 

1997. 

In 1989, CA/T Project management estimated that the Project, as then configured, would cost $4.4 

billion and would be completed in 1998.  The Project’s cost estimate and completion date has been 

the subject of much controversy over the years due to a number of revisions made to those 

estimates.  As of May 2007, CA/T Project officials estimate the total cost of the Project to be 

$14.798 billion. 

This interim report reviewed Massport’s decision to withhold payments for roadways constructed by 

the CA/T project that serve Logan Airport, and the resulting financial costs to the Commonwealth.  

To date, the Office of the State Auditor has issued 22 interim reports identifying significant 

inaccurate, unnecessary, excessive and avoidable project costs, as well as available savings 

opportunities. 
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Funding Legislation 

A series of legislative acts discussed below required Massport to pay a total of $365 million to the 

Central Artery/Tunnel Project (CA/T) for the construction of various roadway and tunnel segments 

that service Logan International Airport.  These segments, although built by the CA/T Project, 

provided substantial benefit to Massport, who owns and operates the airport. 

Under Chapter 102 of the Acts of 1995, Massport entered into a Memorandum of Understanding 

with the Executive Office for Administration and Finance (A&F) to purchase various segments of 

the Metropolitan Highway System (MHS) that serve Logan International Airport for $200 million.  

This legislation required that the parties enter into an agreement to facilitate the sale and transfer of 

these roadway assets.  The Roadway Transfer Agreement signed on March 23, 1999 met this 

requirement by defining the terms and conditions for the roadway asset transfer between the parties.  

The Agreement required Massport to make scheduled payments to the Executive Office for 

Administration and Finance (A&F) for the purpose of repaying the Commonwealth of 

Massachusetts for funds that were temporarily borrowed by Massport to acquire the roadways.  

A second legislative act, Chapter 3 of the Acts of 1997, required Massport to purchase an additional 

$100 million of roadway segments identified by the Joint Asset Assessment Study Group created to 

identify additional roadway segments constructed by the CA/T Project that primarily serve Logan 

International Airport. 

A third legislative act, Chapter 87, Section 10, of the Acts of 2000, required Massport to purchase 

access ramps from the Ted Williams Tunnel that exclusively serve Logan International Airport for 

an additional $65,000,000.  Our audit was conducted to assess the CA/T Project’s activities in 

resolving long-standing quality issues which needed to be resolved prior to the asset transfer, which 

resulted in the Massachusetts Port Authority’s decision to withhold the final $50,000,000 installment 

payment for roadways constructed by the CA/T project that service Logan International Airport, to 

determine what efforts have been made by these parties to date, and to identify what further efforts 

are necessary to resolve the situation.   

Audit Scope, Objectives, and Methodology 

In order to accomplish our objective, we employed several audit tests and procedures during our 

examination.  We reviewed applicable state legislation, legal agreements, contracts, and official 
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statements.  In addition, we interviewed officials at the Massachusetts Turnpike Authority and the 

CA/T project, the Massachusetts Port Authority, the Office of the State Treasurer, the Executive 

Office for Administration and Finance, and the Federal Highway Administration, and reviewed cost 

records, correspondence files, and other documents, including internal reports and external 

consultant studies.  Our examination was made in accordance with applicable generally accepted 

government auditing standards for performance audits. 
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AUDIT RESULTS 

UNTIMELY REMEDIAL REPAIRS OF CA/T CONSTRUCTED ROADWAYS TO BE 
TRANSFERRED TO MASSPORT HAS RESULTED IN ADDITIONAL STATE FINANCING COSTS 
OF AT LEAST $8.3 MILLION 

The Commonwealth of Massachusetts incurred additional financing costs of at least $8.3 million 

because the CA/T Project, in concert with Massport and other concerned state entities, has not 

resolved long-standing construction quality issues involving highway and tunnel segments 

servicing Logan Airport that, although constructed by the CA/T Project, provided substantial 

benefit to Massport.  CA/T Project management and Massport officials should act expeditiously 

to resolve the outstanding repair issues and complete the scheduled payments to eliminate 

further costs to the Commonwealth.  In addition, CA/T Project officials should initiate cost 

recovery actions against contractors and others it deems responsible for the unacceptable 

original construction work. 

Construction Issues  

At the time the funding legislation was enacted, all of the roadways that would be acquired by 

Massport were fully designed and under construction, which, according to Massport, limited its 

input and oversight abilities.   After conducting its own inspections in the late 1990’s, Massport 

notified CA/T Project officials of a number of construction items that they considered deficient 

or incomplete.  Despite years of project meetings and various informal communications, the 

construction problems remained unresolved.  As far back as June 5, 2003, Massport notified the 

Executive Office for Administration and Finance (A&F) and the Office of the State Treasurer 

that it was making the SFY 2003 payment of $104,914,000 in good faith, but that none of the 

roadways to be acquired were acceptable for transfer to them per the terms of the Roadway 

Agreement.  After making the SFY 2004 payment of $50,000,000, Massport officials again 

notified the State Treasurer’s Office that the construction problems still remained, and asked for 

their assistance to resolve them.  In 2005, Massport declined to make the final scheduled 

payment of $50,000,000 for SFY 2005, citing section 6(b) of the Transfer Agreement under 

which they claim that the final payment was not due and payable until all open construction 

deficiencies were satisfactorily corrected and the actual ownership transfer was completed.  See 

Appendices I and II for pictures of tunnel wall leakage and Logan ramp roadway cracks. 
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According to Massport, construction is not completed under the Transfer Agreement until all 

construction deficiencies have been corrected to the satisfaction of the Project and Massport.  

Further, Massport advised us that despite their efforts to resolve these issues with the CA/T 

Project, the Project has not delivered the completed roadway segments in a satisfactory 

condition to Massport by the dates specified in the Transfer Agreement.  Whether the work of 

the original contractor, project management, or normal usage over time caused or exacerbated 

the need for construction repairs, the issue has been contentious throughout the intervening 

years. In January 2007 the CA/T Project and Massport established the MTA/MPA Roadway 

Task Force to review and resolve the long-standing construction repair issues. 

Massport officials advised us that by May 2007, some progress had been made, but that 

approximately $12 million in remedial work remained to be performed before the roadways 

would be acceptable to them.  We subsequently met with CA/T officials who agreed that the 

resolution process was progressing, but that the cost of the remedial work was no more than 

$4.6 million.  Although the final cost of the repairs is still an open issue, both parties stated that 

the remedial work was expected to be completed by December 2007.  At the conclusion of our 

fieldwork, CA/T and Massport officials advised us that the repairs would not be completed until 

April 2008. 

Financial Impacts 

We were advised by the State Treasurer’s Office that because Massport was unable to access 

capital markets for a period of time after the September 11, 2001 terrorist attacks, the 

Commonwealth of Massachusetts funded the money owed by Massport to the CA/T project, 

with the state to be repaid from Revenue Bond proceeds issued by Massport.  Although 

Massport eventually made all of the payments through Payment # 6 (see schedule below), they 

delayed making payments # 5 and # 6 and declined to make the final scheduled # 7 payment for 

$50,000,000 because the construction deficiencies had not been corrected to their satisfaction.  

This condition continued to exist until the start of our review in May 2007. 
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Repayment Schedule and Additional Interest Costs 

As of November 30, 2007 

Payment No. 
Payment Due 

Date 

 
Actual 

Payment 
Date 

Scheduled 
Payment Amount

 

Actual Payment 
Amount 

Additional 
State 

Borrowing 
Costs 

        

Payments 1-4 
(Essentially on-time) 

Pre 2002  Pre 2002 $160,086,000 $160,086,000 -

    

Payment 5 12/31/2002  6/9/2003 $104,914,000 $104,914,000 $1,494,665

    

Payment 6 12/31/2003  8/5/2005 $50,000,000 $50,000,000 $2,595,548

    

6/16/2007 $25,100,000 $3,993,493

Payment 7 
12/31/2004 { 

7/22/2007 
$50,000,000  {

$12,500,000 $79,816

    

Unpaid Balance as of 11/30/2007 
  

$12,400,000 $143,534

    

Totals    $365,000,000 $365,000,000

    

Total Additional State Borrowing Costs Due to Late 
or Unpaid Installments: $8,307,056

 

On August 7, 2006 the State Treasurer apprised the Governor of the financial consequences to 

the Commonwealth of the funding stalemate and requested his assistance to resolve the issue.  

The letter stated that: 

Massport was scheduled to make a payment to the Central Artery Project for a section of 
tunnel that leads to Logan Airport.  After September 11, 2001, Massport was unable to 
access the bond marke  and the Commonwealth agreed to front these payments to the 
Central Artery Project on behalf of Massport.  Now, nearly five years later  due to a 
disagreement between Massport and the Central Artery Project over a punch list

 

t
,

                                                

1, 
Massport still has not reimbursed the Commonwealth, which remains out $50 million.  

 
1A list of minor incomplete or unsatisfactory items that do not materially impair the usefulness of the work for its 

intended purpose.  Under the terms of the contract, the work can be considered substantially completed, but the 
punch list items must be completed or corrected prior to final acceptance of the contract work.  Massport strongly 
believes that a number of these items are significant construction and safety concerns. 
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Because the Commonweal h is the only party financially affected by this dispute, neithe
side has an incentive to resolve the matter   Any future solution that replicates this 
dynamic, such as fronting third party or Turnpike Authority payments, could create a 
similar impasse, and harm the Commonwealth’s cash position. 

t r 
.

 
Despite the renewed effort by CA/T and Massport to resolve the issue in early 2007, no 

additional payments occurred until June 2007 when Massport made a $25.1 million payment to 

A&F in partial settlement of the obligation.  This payment occurred about one month after the 

State Auditor’s Office notified Massport that we were reviewing the rationale for the 

withholding of the $50 million payment. That payment was followed by an additional payment 

one month later (July 2007) of $12.5 million, leaving a current balance of $12.4 million as of 

November 2007.  According to CA/T Project officials, only about $4.6 million is needed to 

cover the remedial work.  Based on this assertion, the withholding of the $7.8 million may be 

excessive.  

In summary, the Commonwealth of Massachusetts incurred additional finance costs of at least 

$8.3 million because the CA/T Project, Massport and other concerned state entities have not 

resolved long-standing construction quality issues involving highway and tunnel components 

that serve Logan Airport.   

Conclusion 

CA/T Project management, in concert with Massport officials, should act expeditiously to 

resolve all outstanding construction issues and complete the scheduled payments to terminate 

the ongoing costs to the Commonwealth resulting from this impasse.  In addition, Project 

officials should consider cost recovery actions against contractors deemed responsible for the 

unacceptable construction work. 

Recommendations 

We recommend that MTA/MPA Roadway Task Force officials work to resolve the long-

standing remedial repair issues and the amount of funding needed to complete that work.  Any 

of the withheld funds not needed for repairs should be repaid immediately to the 

Commonwealth.  If timely resolution is not achieved, the matter should be elevated to the Board 

of Director level of both Authorities.  We also recommend that CA/T project officials consider 
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cost recovery actions to recover the remedial repair costs from those contractors deemed 

responsible for the unacceptable construction work. 

Auditee’s Response 

Massachusetts Turnpike Authority 

MTA’s Executive Director advised us that he does not agree with the overall premise of the 

report and believes that MTA neither caused nor is responsible for the additional costs caused by 

the timing of Massport’s payments to the Commonwealth.  He provided additional comments 

relative to Massport’s ongoing efforts to resolve these issues, and indicated that the work would 

not be completed until this summer.  Lastly, he stated that the cost of the repairs determined to 

be the result of defective work will be pursued against the responsible party.  See Appendix III 

for a copy of the Executive Director’s reply. 

Massachusetts Port Authority 

The CEO/Executive Director for Massport advised us that while the CA/T Project, 

Massachusetts Highway Department, Massachusetts Turnpike Authority, and Massport have 

been working together for years to resolve the longstanding construction quality issues involving 

the Roadways to be transferred to them under the Roadway Transfer Agreement, Massport has 

acted in good faith to meet its payment obligations while also acting within its rights under the 

Agreement to withhold certain amounts, given the Massachusetts Turnpike Authority’s failure to 

fulfill its performance obligations under the Agreement.  He also commented that the parties are 

working expeditiously and cooperatively to resolve the remaining outstanding issues.  The 

CEO/Executive Director also provided us with the following summary comments: 

Massport respectfully requests that the report recognize Massport’s good faith efforts to 
meet its payment obligations under the Transfer Agreement by paying $192,514,000 to 
A&F despite that amount not being due and payable, while also acting within its rights 
under the Transfer Agreement to protect its interests by holding $12.4 million, given 
MTA’s failure to fulfill its performance obligations. 

Massport respectfully differs with the characterization of the payment due dates for Fiscal 
Years 2003, 2004 and 2005 shown on page 6 of the report, since these payments are not 
yet due under the Transfer Agreement, and respectfully requests that the report 
recognize that Massport has met all of its contractual, legal and financial obligations 
under the Transfer Agreement. 

Massport respectfully requests that the report recognize that Massport has no 
information on CA/T’s $4.6 million cost estimate, and cannot explain the difference 
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between the two estimates.  Masspor  also respectfully reiterates that $204,914,000 is 
not due and payable under Section 6(b) of the Transfer Agreement until MTA fulfills its 
obligations, yet Massport has paid all but $12.4 million of that amount in good faith and 
in the spirit of its obligations under the Transfer Agreement. 

t

r
 

Lastly, Massport respectfully requests that the report recognize Massport’s duty to 
require that MTA fulfill its obligations under the Transfer Agreement, and its prudence in 
completing its due diligence via inspections, tests and the like to ensure that the 
Massport Roadways are completed in accordance with the Transfe  Agreement, and are 
safe for use by the traveling public, before paying the remaining $12.4 million of the total
purchase price.  Massport also respectfully requests that the report acknowledge that the 
parties continue to work expeditiously toward resolution of the construction issues so 
that MTA can transfer ownership of the roadways to Massport.  

Massport added that they were pleased that MTA/CAT is committed to completing the remedial 

work by April 2008. See Appendix IV for a copy of the CEO/Executive Director’s reply. 

Auditor’s Reply 

Although the MTA does not agree with the overall premise of this report, it is clear that 

completing construction so that the transfer of ownership of the roadways can take place is 

primarily the MTA’s responsibility.  The lengthy delay in accomplishing this has to a great extent 

resulted in the additional interest costs to the Commonwealth discussed in this report.  The 

MTA’s response also indicated that any cost of repairs determined to be the result of defective 

work would be pursued against the responsible party.  We concur with Massport’s response that 

they acted appropriately in their efforts to gain compliance with the provisions of the Transfer 

Agreement.  Both Massport and the MTA have indicated that they are now working together 

cooperatively and have made significant progress to resolve the outstanding construction repair 

issues that will facilitate ownership transfer.  Current projections estimate that the transfer will 

be completed this summer. 
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APPENDIX I 

Tunnel Wall Leakage 
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Logan Ramp Roadwork Cracks 
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APPENDIX III 

Response to Draft Audit Report from the Executive Director of the 
Massachusetts Turnpike Authority  
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APPENDIX IV 

Response to Draft Audit Report from the CEO/Executive Director of Massport  
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