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GOVERNOR MANDEL: Can "Ie come to order, please? I

didn't anticipate the kind of eathering we have here today, and

I see -chere are a number. of people who have requested to be

heard, and time will be limited.

I am just wondering if we can -eliminate any duplica-

tion or just repetitive statements.

How mailY people that are here actually want to be
I

heard by the Boar-d? I mean, I don't assume that everyone here

wants to be heard. At least, I hope not.

All right. Then, we're going to ask the Department

of Transportation to start off and present its case before the

Board, and then He' 11 caJ.l on some of the people that want to

be heard.

Harry, would you like -costart off?

Let me say, before he starts, so there will be no

misunderstanding about i-c. I have a long telegram that I just

received from Wal-cer Orlinsky, the President of the Baltimore

City Council, who says that he's aware of this hearing today,

and, unfortunately, he can't be here because he h~s a prior

commitment to be out of the country, but that he understands

that he City Council has pending before it an ordinance, and



that the law, that ordinance has t.o be adopted before any

action of this Board could be legal, and that he was consider-

ing going to court for an injunction to prevent this meeting,

but that, not being in town, he couldn't do that, and he's ask-

ing the Board to postpone this meeting until the Ci,ty Council

has had time to act.

There's no way and I want to make it clear -- in

my judgmen't, and I think the other two members of the Board

would concur, there's no way we could postpone this meeting

for a number of peasons, Number 1 being that the contract, or

one of the contracts, we're considering has an expiration date

of December the 1st. The state has done all that it can do at

this point to get the Mass Transit Project under-way in Balti-

more. The matter now is in the Baltimore City Council, and

it's going to be up to them to take whatever action has to be

taken as far as the city is concerned. If they want to proceed

with the work, it's going to be a matter fop the Baltimore City

Council, now, to mak~ the determinatiomthat they have to make

under the law. All that we can do is consider what's before

us. I 'just want to make that clear.

And, Harry, if you want to go ahead, now, go right
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ahead.

SECRETARY HUGHES: Governor, and Comptroller Gold-

stein, and Tl'easurer James: I will identify myself, because

it says to do that. I'm Harry Hughes, Secretary of Transporta-

tion, fOl' the State of Maryland.

You have before you, today, two contracts involving

the Rapid Rail Subway System in Baltimore, Section A. One was

befo",e you earlier, and tha-t is the construction contract. I

think that's Item IT, the Bolton Hill tunneling, and I would

assume that you would prefer to take each one separately.

GOVERNOR ~~NDEL: Yes, can we confine ourselves to

the first item, first, and then we'll take the next item after

we dispose of that.

SECRETARY h'UGHES: Tha'c's the assumption that we had

made.

GOVERNOR MANDEL: Right.

SECRETARY HUGHES: So we're taking the first i-tern,

Item J:r, from where it was the last time it was before the

Board, and -that is the construction contract for the Bolton

Hill tunneling.

vie do have brief presentations on each one of these
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subject matters, and Mr. Addison, the Mass Transit Administra-

t01:', will lead into those presentations and in-~roduce who is

to follow him.

So, without anything further, I'll just as):

Mr. Addison to lead off and to follow up with a couple of

people, and -that will conclude our presentation with l'egard

to that -first contract.

MR. ADDISON: Thank you, Secretary Hughes.

Governor, Members of the Board: The item before you

is the Bol-ton Hill construction contract, which was on the

Agenda of the Boa~d Meeting of October 22nd, and was deferred.

The reason for the deferral was the request on the
•part of the Board for certain additional information and

actions to be taken in the interim to be reconsidered.

It's my understanding that we were to develop informa-

tion concerning the specific UI1TA requirement -- contrac-t

specifications -- requiring a contractor to meet a full 10

percent specification for minority business development, and

that He also have meetings with Senator Douglas, Colonel Harris,

and others, to determine lo1hatfurther might be done in order to

increase minority participation on this specific contract.
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I think the point I would li.ke to 'first go into in

some depth, are the UMTA requirements. First of all, as far

as the affirmative action program, and the minority business

program, of the MTA, they have been referred to UMTA and have

been approved.

I would like to go into some of the details of what

is called the UMTA External Operating Manual, which, in effect,

are the requirements that all project sponsors receiving

federal aid must adhere "to.

And I believe, by just mentioning a few salient

points out of this External Operating Manual, it can clearly

be seen that everything that we have been doing is right on

target and in conformance Idth all the federal requiremen"ts.

I would like to quo"te a section of 'che UMTA Ex"terna1

Manual, which says, as follo.1S: "All procur.'ement'cransactions,

regardless of whethel' nego"tiated or adver"tised, and, without

regard to dollar value, shall be conducted in a manner so as

to provide maximum open and free compet,ition. The Grantee

should be alert to non-competitive practices which may restrict

or eliminate competition, or othervlise r.estrain trade."

The reason I am quoting this particular reference is
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to clarify the issue as .to \'Ihether or nc~ca goal of 10 percen.t

can be considered a requirement, or a set-aside.

As la.te as Wednesday afternoon, I had a discussion

with the representative of the Office of Civil Rights of UMTA,

and it was further established that a set-auid is no~ proper,

nor appropriate, nor in conformance with Federal Procurement

Regulations.

A further statement in the External Operating Manual

is as follOi';S: "In genel"al, the projec.t sponsor' may not enter

into contracts for 90nstruction, materials, or equipment,

except after formal advertising, and free, open and unrestric-

'tive competitive bidding."

Again, reemphasizing, there is no possible way we,

opera'ting under .these requirements, can establish any set-aside

or l"estric.tive quota in any contract.

Another issue is the question of, is it necessary,

••under federal requirements, that such a thlng as a 10 pel"cent

goal even be included, and I ':,oJouldpoint out that .the federal

requirements. are limited to an expression of best effor.t. They

do not, in any \'lay, imply any par.i:icular specific percen.tage

goal, or requirement.
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I would like "to read a section out of the UNTA

External Manual --l'eference, The Hinori ty Business Enterprise

Program ,-- as follows: "Unless a Haiver has been obtained,

as outlined in Chapter 11, Sec'tion B, Paragraph 4j, and Section

P" -- and so fOJ:'th, and so on --. "the project sponsor, consis-

tent with fedel'al policy e:'pressed in Executive Order 11625,

must assure "chat minority business enterprises have the maximum

prac'cical oppor'cuni,ty to par'ticipa'te in all contracting activi-

ties pursuant ~co 'the p:c'oject. In providing this opportunity"

and I would like 'to emphasize this sentence "In providing

this oppor'tuni.ty, the proj ect sponsol:' mus't use his best ef-

forts, nothing fur~the:c'. It

It is important -Conote 'that in our bid conditions,

we have eSTablished, as a goal, 10 percent. I have a copy

or a communication floom the Regional Council of UMTA,Region 3,

which states, "On grants over $1 million) l1~lTA required the

applicant to develop a minority business enterprise plan, and
",

. ';"t(' _ .

receive UHTAapproval of the plan~'f.l:'

MTAha::; developed such a plan 1:hat has the goal of

awarding 10 percent, by dollar value, to minority business

enterprise firms.

()
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M'fAhas included in its bid conditions the :r-equire-

ment that minority business enterprise firms are to be assured

10 percent of the total value of prime contract; however, MTA

permi t5 the prime contractor ';;0 request an exception to this

requirement if the circlli~stances warrant.

This does not conflict with UMTAprocedures, since

UMTAconsiders the 10 pel'cent figure to be a goal, not a set-

aside.

And, finally, i'iTAcan issue an excep'tion "Jithout

UMTAinvolvement.

There's a further restriction in the UMTAguide-

lines, >lhich does not el'mit us to limit competitive participa-

tion by geographical area, or any other fac'i;o1', foreign or

domestic.

As a consequence, I think we have clearly established

that the procedures that weI'e involved in this pal'~cicular con-

tract, that al'e the liTA's affirma'tive action program; that were

included in 'the bid cond5,tions in this contl'act, are in full

and comple'te compliance \lith the federal regulations, and

exceed th m in many respects.

GOVERNORMANDEL:Can y u hold on one second, please?
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HR. ADDISON: Yes, sir. .-
GOV~~lORi~,NDEL: Go ahead, Walter. I'm sorry.

MR. ADDISON: Furthermore, in response to comnents

from the last Boar'd of Public Horks Heeting about the partici-

pants getting -together on this thing, th~re was a. mee-ting at

the Hal_'yland DOTHeadq"_Cll'ters, on Hovembar 3rd, with represen-

tatives of the Sccre-cary' s office, my office, Senator Douglas,

Colonel Harris, and othells.

The follOl'/'-up 1.:0 that I.as another meeting on

Novemb,=r 4th, in -theaf-ternoon, which las-ted approximately

five hcurs, with l'epresenta-cives of Fruin-Colnon, the success-

ful, 1 Vl-bid contractor, Senator Douglas, and the Bal-timore

Associa:tion of l1inori-ty Contractors.

Again, i:here was another follow-'-lp mee-ting to -that

on Novembel' lOt, , again, \.Iii:h, -to the best of my knowledge,

Fruin-Colnon, l'cpresenting -the contI'actor, i:he Baltimore

Association of t1inori-ty Contracto:('s, and Senator Douglas.

I believe -there has been <.'.11 additional meeting today,

jus-t around noontime. I have not heard the results of \o1hat

that meeting brought out.

But there ~as been a sincere and honest a-ttemp-t -to
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get the partici~ants together and talk this matter out into

some depth~

I'e believ~ 'ehe contractor has developed a program

i hich is acccp'eable, as far as the MTAis c')ncerned, ./hich we

think iEi far in e~ccess of I.hat Vie might have anticipated in

terms of bringing into t'eir project a significant percentage

of minority businesses.

He perxol"med a,'l independent evalu.,rtion of that op-

por'i:uni'ty, and io/e reel that theil' efforts in 'this diree'cion

have not only fulfilled {.,hat might be considered best effol'ts,

but have gone. far beyond.

I ',:hink, in order' 'to bring 'the Board up-to-speed on

wha'c has tr nspired in this particular <5pea, c:.ndsince 'these

kin s of negotiations bet';.;een 'ehe minori ty ,~on'tl'."actors group

and the Fl"uin-Colnon representat:~ves shculd be discussed before

the B02.r'd, I vlOuld like to introduce l'ir. i10::-l'is Rosenberg,

Counsel rOT.'Fruin-Colnon, who Vli:',J.be suppo::-'ted by Mr. Stanley

Bartholomew, Vice President, for Fruin-Colnan, t b~ing to the

Board exactly \.ha.t has b'2an tl"anspi ing in 'these various meet-

ings i:he:t you requested.

MR, GOLDSTEIN: I,lell, Gover-nO!', may I asle Mr. Addison
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a question?

GOVERNORMANDEL: Go right ahead.

MR. GOLDSTEIN: Mr. Addison, we're now taking up the

contract of $41 million. Is that right?

MR. ADDISON: That's correct.

MR. GOLDSTEIN: \-lell, in o"cher words, lo/eIve had a

chance to read this telegram, and Io/e haven I t hired a construc.-

tion manager yet _.. a::;>e~le taking the cal't before the horse?

HR. ADDISON: No, sir.

MR. GOLDSTEIN: vlhy not? In other words, He don t t

have anybody here to represent the Board of Public Works on

those contracts here 'coday, and here \Ve have a cloud hanging

over the situation because Mr. Orlinsky, the President of City

Council, says you need legislatio:l -- and I heard .the Mayor

on the radio this mQ);'ning saying 'that you need legisla'tion

before you award the con-tract.

MR. ADDISON: Mr. Golds'cein, if I may point out --
MR. GOLDSTEIN: Are you a lalo/yer?

MR. ADDISON: No, sir.

MR. GOLDSTEIN: I didn'e: think you \Vere.

I1R. ADDISON: No, sir, I !m an engineer.



11R. GOLDSTEIN: vlell, noVI, I I d like to have some lawyel'

speak to my question, then.

MR. ADDISON: Yes.

MR. GOLDSTEIN: Have you got a lawyer here?

Hr. Hughes, you I re a la\'iyer, I know, .and a very good one.

MR. ADDISON: As far as the particular construction

contrac"t on the Agenda today, in relation to the telegram, and

the requipement for a City Council Opdinance, this contract

already has right-of - ent:::>ypel'mi ts from Baltimore CiJcy; there-

fore, it do s no"c requip,~ the passage of that ordinance.

Future con"tracts may, but "this particular contract does noJc.

MR. GOLDSTEIN: Well, who requested that this

ordinance be introduced? It's my understanding that the folks

in .the Department of Transportation, or yom:' division, asked

it to b" introduced. Is tha"trigh-c oX' \"rong?

11R. ADDISON: He have been working with the city

administration. I-t I s i1 joint responsibility, as far as the

introduction of this ordinance is concerned, and the need for

i"ts passage.

For example, the ordinance, technically, may not be

neces sary f01" the proj ee"c, at all, if we could continue to



15

J:'eceive right:-of-entry permi t3 from the city on a case-by-case,

project-by-project basis.

In overall, general procedure, it would be desirable

and we agree with the city to this extent -- that, rather than

ho,ve to process right-of-ent!'y pe:('mi-ts, fOl' each portion of

each contract, a franchise ordinance would, in effect, give us

a blanket r'ight-of -entry, and preclude the need for all 'chat

excGssive paperwork.

MR. GOLDSTEIN: Dr. Ste'i:tler, do you have a copy of

that la~'1 there, wi t11 thai: provision 'in it 'chat requiI'es Bal ti-

more Ci'ty to okay it? Lei: me see th,= co.?y of our statute.

\-Ihich sec'tion 1-I8n i'c, do you remember?

DR. STETTLER: 47, I believe, ,-si.r.

NR. GOLDSTEIN: Section 47.

DR. STETTLER: Yes, right in t:1e middle.

11R. GOLDSTEIN: Right. Sectio;l 47 -- may I read i'c

to you? Or you may be f<~iliur with it.

MR. ADDISON: Y",s, si)~, I'm familiar with it.

MR. GOLDSTEIlI: "The aui:'orities shall comply \-lith

all lal-ls, ordinances, and regulations, 0:: Baltimore City,

Anne Ar'undel Cour.-ty, and Baltimore County, ~-lith respect 'to use
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of streets, highways and all other vehicular facilities, traf-

fic control and regulations, zoning signs and buildings. The

authority may not locate, construct or maintain any of his

transit and rela.ted facilities in, upon, over, under, or across

any streets, highways, .freeways, bridges or any other vehiculal'

facili.ty, or parkways, or parklands, wi.thou.t the consent of,

and except upon the .terms and conditions required by the af-

fected goverrunent or agency thereof."

HR. ADDISON: That's correct.

!'iR. GOLDSTEIN: That's very cJear.

HR. ADDISON: That's right.

1m. GOLDSTEIN: And you haven't done i:ha"t. Why

didr:' t you introduc" it last spring, or las.t summer, before

the Council adjour ed for the summer?

MR. ADDISON: That decision, I think, is not some-

thing tha"c I1TAhad anything to do with. I .think that •.las an

administrative decision on the part of the ci"ty administra.tion.

\'Ie have been requesting .that that ordinance be intro-

duced for ouite some time, and due "to ccndi"Cions "chat the Mayor

and his people felt appropria ..te, or inappropriate, at "that

pa.rticular time, the ol'dinance was not introduced until quite



17

recently. HO\olever, we have been pushing, shall we say, for

introduction of tha"t ordinance for about a year and a half.

But, be that as it may, as far as that Section 47

is concerned, we nO~1possess right-of-entry permi 1:S, which are

necessary, for proceeding ahead with this contract.

!1R. GOLDSTEIN: Thank you.

MR. ADDISON: And I r d like to in"tl'oduce Mr. Rosen-

berg, and Mr. Bartholome~l, to explain ~Ihat has transpired,. with

regard to minori"ty participation.

MR. ROSEHBERG:Your Excellency, Comptroller Gold-

stein, Treasurer Ja~es: I appear here today on behalf of the

Fruin-Colnon Corporation, and Horn Construction Company, a

joint ven"ture, ~Ihich \-las aI-larded the Bolton Hill "tunnels con-

trac"t.

To begin Hi th, I sen"t a letter' to the Board, calling

to its at"tention a numbel' of things, and I hope that each

Member of "the Board has had a chance to read tha"t letter. More-

over, I would like "to have that letter introduced as part of

the record in this proceedings.

GOVERNORMANDEL: I r 11 do "that right nOH. I have a

copy of it right here.
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MR. ROSENBERG: Thank you.

GOVERNOR HANDEL: Go right ahead.

MR. ROSENBERG: Well, I wanted. to wait until the

court reporter had taken care of it. Thank you, Your lbnor.

The Baltimore Ci~cy Minority Contractol's Association who

now oppose the approval of this c.ontract, had -- that is, its

members had -- an equal opportunity to submit bids fOl' the work

that they were interested in obtaining.

But only one of i-tsmembers submi-':teda bid, and

tha.t bid Vias no~c compe~citive, because it waG approximately

$500,000 more than the joint venture figured it would cost it

to do the Hork.

The joint ventu:('e,befol'e submitting its bid,

studied eveI'Y contractors. bid that was fUl'nished to i-t berore

it rut in its final figure, which happened to be the lowest of

five construction contract bidders.

That is very impoI'tant. It is only after we know

wha.t we have to subcontract that we can determine the bottom

line figure, vlhich',.in this case, vias $ln ,658 ,000, which bid,

incidentally, was $3 million less than MTA, itself, estimated

would be the cost of doing this tunnel work.
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NOH, 'chis contract is a tunnel contract, and the

opet'ation is simply one of advancing 'the tunnel head from one

point to another.

It is uncteI'r;rou d mining, and tha.t portion of the

contract could not be subcontracted by the join't venture. It

had to do it, itself.

It h's the expertise, and it, alone, would assume

the haza dOUGrisk of seeing to it that there Heren't any

cave-ins; 'that the buildings above the ground would not settle

and be c'amaged. in llIany respects. It has to. be done in a very

highly-skilled tvay, wi'th very sophisticc.ted equipment, and no'c

one, single con-trcwtor in the State of h ryland -- general con-

trac-tor -- even submitted a bid for thif. j 0'). All five who

did, were ou-c-ol-sta-te tunnel con'tl"actoI's.

NOH, ideally, both from the point of view of the

Federal Govel'nment and the State Government, 'the government

saves money when a proficient general contractor can do all,

or most, of the tvork.

And that is pl'ecisely the kind of case we have here,

w_here, in subm' tting its bid, the j oint venture planned to do

o percen.t of 'ehs work i-tself, and, a.t t:he time it submitted
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the bid, it had no bids 'co consider rrOIL the Baltimore City

Minori 1:y Con'tractors Association, eycept one, Vlhich I said

Vias $500,000 too high -- not competitivE and, or coul"se,

couldn't be used. Had we used it, this bid would have had to

have been $500,000 mol'

There's no question of discrin,ina'tion hert'. Minority

subcontractors \.Iho did file bids, were honored, and contracts

to the extent of $620,000 will be awardEd to minority con-

'tl'ac'cors. That commitmen't has been madE, if this Board ap-

proves the contract.

E-ecause of the October 22nd mEe'ting, 'the j oint ven-

ture consi.dered going deeper into this, to be a directive to

the joint 'JenturG, to meet "lith Senator Douglas, and with the

Ba,ltimore Cit:y !1inori ty Contractors, through their Associa'tion.

h'e had three mee'tings. The first one lasted five

hours. At the second meeting, they gave us this document.

It's a li.st of things tha,t 'they "Iere intel'e:rted in doing, and

they had the bid prices, and I'm just gcing to make a fast

comparison. I already covered one, which was $500,000 too

high.

They Here intm:'ested in 'trash removal. Their bid --
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that one minori-~y contractor's bid -- Has $200,000. The joint

venture intends to do -::hat work for $J.6,000.

list

Job site sec'..\rity: A minority contractor on this

and I'd ike to offer this in evidence, too, and I'll

,

give it to the reporter later on -- put in a bid of $90,000

for -that i~cem. The joint venture expects -to do it for $lfO,COO.

Photographic cons-truction progress~ The minori-ty

contractor, $20,000; the joint venture, $6,600.

Fencing; The minol'i.ty subconi:ractoI" s bid, $100,000;

the joint venture's price $38,300.

I've already mentioned th2.t other one, ~lhich was

a half a milli n too high.

NO\-l,as has been c.rough't out hy Mr. Addison, ~chis

is competi ti.ve bidding; no hc'-'1d-ou~csare to be made. The state

should get the lowes~c price it can for doing the \.wrk -- or,

having ~the liTork done.

And, e\i'"n if -- and my poin-t is, even if -- .the

minori-ty subcontrac"t:ol'S had submitte.:). 'these bids prior to the

date on ,-lhich the jo:',nt ventu.re had to give its bottom figure

to l'!TA, 'they wouldn I t have ;)e8n consi,krec1 because they were

no't cOll'.pe'citive, and, r-emember, this sheet of paper was given
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to me, jus't t\;IO days ago, November 10th.

In -the joint venture's effor't 'to work something out,

the attorneys foX' the j oint ventu:~e and the ma.r dOt'm here,

11r. BaX"thoJ,omew,\;/ho is repr'esenting it, came up Hith a

Memorandum of Understanding, Hhich I Hould also like to have

made a par'c of this record.

This I"!emorandumof Undel'stand:,ng se'cs for'th the

terms undel' \;7hich the joint cnture I-Iou:.d subcon.tract I'lork to

minori ty contre.c'cors.

I'm not going 'co take the trouble of reading the

terns of i,t, bu't it complies Hi.th the specification requi.re-

men.ts of the prime contx'ac.t l1ocUI.1en-,:s,<[n3 i-t o.1so lists .the

\o]ol'k tha.t I ;,ave just read off to -t e Board, and, if the

minority contractors had accepted "this \.rork, plus an itern for

restoration of buildings, which will probably have to.he done,

but no one knot'ls, nOl~, just how many. bui.ldings will have cracks

in them and t~i.ll have t be restol'ed .... w:i:t'.:ltha't $500,000

figure included, this Mem:>randumof Und"rstanding -- Hell, I

can't find it right nOH, but as BOO~as I do, I'll have that

marked, .~oo ..- but i'c gives minQ)~i.ty sutcon'crac.tors -- would

give them, if 'they worked under i:his Neno:'candUlilof Understand-
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ing close 1:0 $ 3.5 miJ.lion of \.;ork. I think it's $ 3.7.

That was furnished -co them yesterday. I don't knoH

Hhether they' 'Ie l'ej ected it, or what. Iole have not received

any de:L'initi 'Ie anSI,e;:,.

There a:C'etime limits in doing this work, and they

are set for-th some of them are set forth -- in the letter

to the Board, In paragraph 14.

I'd like-to call to the Doard' s a-ttelrtio that

special, advanced tooling is required.. - In fact, rearrangements

have to ))e made for 1:he manufac-tul'C of the tunne-l liner plates.

In addition, specialized, underground tunnel equip-

I:lEmtmust be cus-tom designed, and built -"specially for Uds

Bolton Street project -- Bolton Hill project.

licm, -the dates have been set for having this maJcerial

made whe7l we need i-t for -the job. If -the job is to be done n

time, wi-thin -the period set ou~cin the contract, there must

be advanced lead time for -eh", iJcems Jchat r have just mentioned.

He' 'Ie gotten t\>10extensions from the manufactuy,'ers

who Io]ill do this, anel, wi-thou-t obtaining reasonably py'ompt

approval, it will be impossible to obtain those d~livery dates,

because it Hill be impossible for -the manu:fac1:urers, -the
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So, prompt action, by the Board, is highly essential,

for -turning' 1:his over -to I1r. Bar-tholomm" Hith I-lhomit: s been

my good pleasure to have ~'Iork~,dVIi th for the past five days,

all day long, and in-to the night, sometimes.

I "lOulct like to point out one o-ther thing. From

informa-tion that was given by MTA,this contract is just one

of five tur,nel contracts, the toot 1 of whic!) I"ill cos~c abou.t

OX', estimated to cost ')120 million, and tunnel work is not the

kine. of Hork that -the minority contractors are really inter'-

estE'd in. But Ilha-t they ar'e interested in, is the remaining

$lf8C million in ~"ork, Ilhich vlill cover the erection of above-

ground -- of the sta-tions, ar.ct all those -things -- whe~"ethere

is concrete work -to be done, dry wall Hork -to be done, pain-t-

ing to b done, plastering to be done -- all the things that

mino)~ity contractors, and ,non-minority con-t::'actors in ~chis

ar~~e.are capable of doing.

So, by approving -the aVla:>:'d,'chis is no-t the end-all

for minoI'ity cont~oac-tops. On the contrery, -the way is ahead.

If -this contract ::'8 avlarded and the :iob bcgi_ns,

they will r.ave ~cheoppor-t'mity -to bid on 480 million in Hork,
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and, perhaps, even get grea'cer than a 10 percen'c"

I concur in everything that Mr. Addison has said;

that the 10 pel'cent for minori-ty enterpd,ses is just a goal.

MOl'€OVer.ulder the circums'cances of this C,3.se, my aloinopinion

is, had MTAnot l1aived that requirerr,ent, i-t Vlould have acted

in an arbitrary and unreasonable manner, one, because the

minori ty gr'oups that are opposing this today, didn't even sub-

mit bids 'that ,.;eI'e competitive -- they only submi'tted one -that

lolasf",t -- 2nd, s",condly, the Board, -the priElc contrac'COl' have

go't to act on the bids -chat Itlere given to 't;lem before -the inal

bid of each prime contz'actor Vias given to HTA.

\-lithout -chat, there I s no bidding process, and the

minority group had equal opportunity. bu.t they didn't take

adve..ntage (If it, and it is-too late to come before .this Board

now and objec"c 'to the granting -- to 'i:hc appro'Jal of the c n-

tr-act.

Moreovep, from \~hat I've sa.id, even if -they had sub-

mi'tte,c! these bids on 'dID"', they t-1er,~ so ou-t of line tha-t 'chey

couldn I,\: have possibly have ciOle the ,'7oY'ken the figur'cs that

the joint ventul:'E: u.see!.

At this time, I Hould like to int::,oducc

"
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GOVERNORMANDEL: Well, before you de that --

MR. ROSENBERG: Yes.

GOVERNORMANDEL: Is 'there any questions of

Mr. Rosenberg?

MR. ,JAMES: No.

GOVERHORI1ANDEi~: Louis, do yeu

MR. GOLDSTEIN: I just have the one question with

reference ~co th:Ls telegram that 111'. Or'linsk:r sent liS: namely,

t e passing of the ordinance by 'che Ci.ty Council of Baltimore

'Drier to the a"larding of 'this 'contract.

Let I s assume that this COl1'Cract 28 ol-::aycd by the

Board of Public IV01'ks, 'coday, and Ololinsky and, hh; group 1n

Ba.ltimore, file inj unci;ion plooceedings in Bal'tim01'e, a,nd tie

it up in the courts, and December l' comes a,~ound and you

haven I t done any'thing '_.- Hha't I s going tc happen?

HR. ROSENBERG: \Qell, my OHn cpinion is th,,'t, based

on \-'hat Mr. Addison said, that case \oIon't get very far. And

if an in'unction proceedings --

M . GOLDSTEIN: l-Iel1, He 're no'c 'calking abou'[; vlha,'c

Hr. Addison said. 1'm asking you, as a very fine la\-Iyer,

to/hat you 'chink, in yot1.r OI-m righ'c.
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MR. ROSENBERG: Well, 'i;he --

GOVERNORHANDEL: He thinks h",'ll have another case

to handle.

I1R. ROSENBERG: Of course, this is no'c BY --

(Laughter. )

r'jR. GOLDSTEIN: Hr. Addison iE: an engineer. He says

he's not a lawyer.

HR. ROSENBERG: Yes, weE --

HR. GOLDSTEIN: And you're a \'ery able laHyer.

M . ROSENBERG: Louie, YOUl."fJ.att~ry ~lill get you

nOHhere.

(Laughter. )

tlR. GOLDSTEIN: I'm not pr'ac'ticing laH. I'm just

asking YOLlas a lawye,.' of a v~:r-y fine firm, Rosenberg and

Tydings, Hha'~ do you think?

MR. ROSENBERG: I haven't giv~m any consideration

1:0 i:his qucs'cion. I ••ave a 'i:op..of-my-lwad, gut reac.tion, and

; f' i:here is a right--of-access, about which there doesn't seem

to he any question, i:ha'c telegram fI'om Nr. Orlinsky is just

little political rhei:or'ic, Vli-chout any basis foY' it.

GOVERNORMANDEL: By 'che Hay, I might say, last ,,,eel<
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I asked the Attorney GeneraJ. to give us an opinion as to just

wha-t we have to do, and Hha:t the ci<.:yf s X'ig!.1ts are.

But, from reading that par-tict:lar section, myself,

I -think it says He need permission f1"om 'ehe municipal govern-

ment, or any appropriate agency.
•

And I think wha-i; !'lr. Addison is saying is that the

agency has alI'ea.dy given the permission on this pal'ticular

contr'act

HR. ADDISON: Right:.

GOVERNOR HANDEL: so tha-t :hey I re not: sure -that

thif; particular ordinance is needed for. thi 3 paX'ticular con-

HR. ROSENBERG: Precisely. That's my understanding,

'coo, YOUJ:' Excellency.

GOVERNORYlANDBL: Are there any o-ther ques'eions

anyone has of Mr. Rosenberg?

(No response.)

GOVERNORVJ~NDEL: ~Ir. Barthole,mel'l?

HR. GOLDSTEIN: Just one more question, Governor.

GOVERNOREANDEL; Oh, go cJ1eacl.

HR. GOLDSTEIN: YOH ~leY'e speaking ab u-t -these liners

,
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h, I can turn C:.round; I can see it.

HR. BARTHOLONEI'I:Just turn it around. You kno\-l

t:he c.rea.

GOVERNORMAnDEL: Mr.' Batholome\-1, before you ge'

into th"rt, I .think if yot'. anSHer the Comptrollel"' s question,

He could save a lo.t of .time.

NR. GOLDSTF:IN: Yes. . Could you answer my question,

sir? I uncie7:'s',:and the steel liners are going to be prefabl'i-.

cD.ted amm in West Virginia, and the Bethlehem Steel, I-1ho

hires a. lo.t; of folks, a.nnounced on the r-adio t lis week they I re

layin off more people, and may lay oIfmore.

Is .this going to be Japanese f:teel, or EUl'opec'.n

steel? Whaoe leind of s.teel are you going to use?

!'iR. BARTHOLOi'lEI-I:I1O'.yI dispense '"i.th .the introduc-

'cion formalities; .that, apparent ...y, I'm Jmo,m, and I'll respond

'co your ques.t:i.on.

I'ln advised by .the Linel' plate supp. ier, .the C m-

meJ.'cial Shearing Corpcration, .that the source of the steel

that Hill be used in ~.:his particular orc.er Hill be secured

from the U. S. Steel COl"p~I'ation.

The reason thaO[ thaot is 50 is tjwl -t their par"ticular
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design of liner plate involve~ a rolled steel section that is

a special one, and that, apparently, U. S. Steel, at this

particular time, is in e, position 'co roll i',.

Commercial Shearing Corporation is a world-respected

fabrica'cor or furnisher of undel'ground support for tunnels.

'I'hey, h' s'torically, have rna uxaci:ured liner plate, and other

types of undergl'ound support, using steel from both the

Bethlehem S~ceel Corpor'a',ion cmd' U. S. Steel.

They hc:ve excellent Harking l'elatj,onships \<lith both.

I understand 'cha'" in this inotance, the supply is dic'ta't d

from U. S. S~ceeJ,for 'the reason tha', I indicated.

I1R. GOLDSTEIN: In other war'ds, you're going 'to

use: dOl-'l8S'i:ic steel.

MR. BfL~THOLOMEW:Yes, sir.

HR. GOLDSTIN: Thank you, sir.

MR. BARTHOLOMEW:That is cOr'l'ect.

HR. GOLDSTEIN: You see, \'lhen you see 8 pe:ccent

.

unemployment -- 8 million people ou.t of work and "he la g.:s't

',idswa'ter steel mill in 'the world layine; off people every day,

"that:means less so.les ta;-~, less income tax) less gasoline tax

"he type of ',ax 'to go ahead and hGlp pay fOj~ 'these projec-ts.
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MR. BAR'TIJOLOHE~I:I unders.tand, sir.

MR. GOLDSTEIN: We can't build them over in Japan,

you know" or Belgium" somepla.ce.

MR. BA.~THOLOHEtv:I caIl definitely say, it is not

Japanese steel.

MR. GOLDSTEIN: Okay. Tf you pu.t that in .the record,

it's okay Hith me.

MR. BARTHOLOl-l.E\'J:Now, Mr. Rosenberg, I'm sure, will

concur 1,1ith me, that in the las.t tHO t1eeks, in meeting Hi th

Sena'tor Douglas and other' repres8.l"tatives in the Sta.te of

;"iax'yland, conceL'ning .this problem, tha' i:h8 work has been h2.7.'d;

a.t times, tempel~G have f1 l'e6; ";;he1'e has been c\isagreemel1"t __

.thel'e has been honest disagrefmlen.t.

All of us have loio:C'kedon this prot>lem very much, on

both sides of .the q.\.H=stio. Some"times, in .these circums"cances,

;"e exp1'csS .things in a manner tha~c implies the impl'ession that

16 not intended.

And this happens, no.t only with con"tractors and

a"t"torneys, but also Hi th minority buaine3smen, and o"i~hers,

Ml'. Rosenberg intl'OQuced a document tha"t had figures
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on ii:, some of Hhich wer8 bidG that Here actual bids l'cceived

by the j oin-t ventul'O a-c -the time of bid for the ~/Ork -- the

one th t he mentioned.

The others, I think, that wero described as bids,

really, l1ere mOl'e in the ::'ang(~of ordel' of l<lagnitude allowances

that the minority commun:L'cywa_ssuggesting might be an appro-

pric:te smoun-t of worle represented by -the particular item

represen-ted, ra-thol' than B_ hard bid.

h'e do not believe t; a-t the minori-.:y community is

using the requirements -that we 've been diGCllSsing in an cEfor";:,

so to speak, -to shake us dO\1n.

'~;edo believe .~heyhave Cl l'"'loblem on ceX'"tain kinds

of v;ork, and being competitive with the e;{perienced ,naj ori ty

con-tr'e.ctol"l, 7ho has been 13xecui:ing thai: t~;pe of work for many"

many years~

\10, collectively, have a pz-'oblem in i:hat ;~espect,

and nnen I se.y collectively, I mean.on .i:he rain rity contrelctopfs

side of -the pic-lure, as Hell as our 0~il1. I would like to

~IGl1 on -cha-t a 1i-tt1e :L:!.te)~.

If I may, af-ter ha :Lng clmoificd -,:ha-cques-tion, J:

,-mulct like -to proceed w:i.-chmy more pr8pared remc_l"'ksthat I
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hc'pe .Jill illustrate the pl'oblem that ccnfrQnts us ..
There is a very simple plot plan of "the Bol"ton Hill

project on the easel. I hope that you can :3ee it.

i1R. GOLDSTEIN: Governor, I 'm goi) g "COtake my coa'c

off. It mus"t be a hundred degrees in here.

t~R. JAHES: Is the talevision all finished? 11aybe

,~e could dispense ,vith_ tho~ lights.

(Discussion off the record.)

GOVE1U~ORHANDEL: Go ahead, sir.

MR. BARTHOL,OMEH:Thank you. The si1:e of the vlOrk

is illustrQ"ced. In the upper' ..central pO)~"ci()nof 'the diagraln

is 'the po)~tion of North E11taw Street i. the centrul pa):'t of

'the project, who:('e the '"o:~k is really centralized.

The sta"ce office complex buildil gG appeur in purple

the tvl0 on "che u?per side of North Eutaw Stl'ee1: -- a"d "the

Department of Htunan Resources Building on t Ie south side.

Those buildings are multi-storied, large offices,

containing many, many ac.tivi ties of the s<:a;:e government. T e

staffs that work there are very numerous, to the exten"t "tha:t

the light beige areas -- park:i.ng lot areas --- 0.1'. comple"cely

filled with cars by ";;he people "that Ho:ek in these complexes.
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The congestion is intense. When j)eople come to ~lOr]c

in the morning, Nor'th Euta,v Stre(!t, Hhich contains three lanes

of 'traffic in each direc'l:ion in that arE,a, is very, very

heavily congested by people getting to For'k. In the evenings,

when they go home, it is very heavily c(.ngested.

From about noon, onwards, activity is such that 'th"

street is very heavily conges'ted. It is in tha't situation that

the contract >-101.'1<,essentially, must be performed.

The contractor, rega)~dJ.ess of ',7hether i'c' sour join-c

venture 'that Hill be building this job Cl' a,lY other, essentially,

,vill be l"'lequi:r~ed "LO do th~~.c Ilm,d,ng things:.1.

The firs"c thing he us'c do is to '~eloca-ce 'the exist-

ing utilities in 'che s'i.:rc~ts'co clear the Cll"'eas ror the sinking
or -che access shaft of the 'tunnels.

The 'tHOaccess shaf'cs of 'the 'tunnels are 'the t,,]o

rectangulal' red squares -cha'l:s11mlin the middle of N02:'-thEuta,1

StJ."'eet.

The. next thing 'chat he I ust do is "CO erect a comp:C'csscd

air plant, Hhich is illustrated by a blue loec'tangle between the

-CVlO parking lo.ts.

Tha't building Hill con'cain a number of large ail'
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compress~rs that arc powered by 400 h.p. electric motors,

requiring a high-vol'cage po.,er line from the Baltimore Gas I>

Elecb~ic to be built into the area, and the installation of

abou'i: a 3,000 k.v.a. subs.ta'i:iqn at the location of the compres-

sor pl2.n~;;.

The contractor, then, must sink the l"ight-hand <.ccess

shaf';:. I\£"cer the utility Iolorkhas been clone, the traffic must

be diverted in a manner that \.!5.11enable him ":0 put gy'olmd

support p5.ies in the ground, install a dEcking ystem, erect

hee.vy bl"acing,' perform th excavation I-lork to sink that shaft

some 75 feet into the ground, tha'c permits tJ e erection of

a':lout til miLlion Ivorth of custom- esigned and delivered unde,7-

gl"ound lining equipment for the tunnels.

The dis.tribution of cOInp::."essedair must be put unde::."

the s'cree'c from the compr ssar house 'co 'i:;18shaf.t, as Iolell as

potver services an othe~" .things of .that nature.

At this point, the con.trac'cor' Hill be in the position

'::0 begin mining .the tunnels. The .tIVOwiL', be mined, essentially,

simul'caneousJ.y, Hith one f th"m mee-ting 'l:he o.ther.

Aftep the .tunnel mini-ng has progr-:ssed approximately

150 fee.t from .the shc.ft, air locks mus.t b~, installed in 'che
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tunnels, aLd, from -eha"epoint onllard, or. a 2!f-hour a day,

7-day a week, basis, compressed ai:(' must be kept in 'che tunnel

headings to stabilize the face of,. and to p'3rmit the driving
o
of the tunnels.

After those tlvO tunnels at'e driven, and they will be

done in -chat manne:c, finally ending dOlm on "ehe lowel~, right-.

hand end. of the diagram, up to a dead end, -ehe two s' ields

t;at Nere used to drive -them, remain in the ground, the con-

"cractor, -chen, in the meantime, must have _e::cava-ted the o-ther

shaft, vlhich is the Uppc)('-left-hand L'ed 5ha:c-t, transfer:czd

his un- erground Cl'ews, VJl1ich, incidentally, have Viol'ked on a

2J;-hour a day basis, five days a I,eelc -- even though the ai_r

is kept on over -the weekends , the Ivork-will only progress,

nOI'mally, dlll'i_ng -dIe five-day vleCK-- t1(ose people then move

to -the c-ther shaf-c, and the process is repeil"ced, driving the

other i:l-m tunnels in the other direction,

During -the driving of -the -tunnels, and simultanczollsly

•.Ii-th i-c, -the con-~ractor must inj ect grou-c pipes and do Hhat is

l'cfex'red to in -the doc ments a.s compaction grouting, under

cer-tain laJ."ge buildings, and other's, along -:he <J_lignment of

-the -tunnels, so -cha-i:as f;eti;lement develops, if it does, due
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to the tunnel dl'iving, "chese buildings, simuJ:taneously, may be

jacked back up, so 'to speak, by 'the inj I;ction of 'this compaction

grouting ..

It's a techniquG that there's, I think, a good deal

of speculation abou't. It has no't been Kic1ely done. It has

never been done befor on this scale.

Simul'taneous ly '.Iith 'i:ha'!:, he IT-Ustmonii:01:' the move-

ments of 'e1'.eground surfaces to detect Khether the s'i:reets

and the buildings are moving.

I-.111cnhe moves to the other sha.f'~, and l'epeats that

opel'a'tion fOl' the ottel' "\:1.'/0 'tunnels, his work, then, Hill have

p:l'ogressed to .the poin't ~J;lere 0.11 four tunnels al~e done> and

the last ~c\.;-oshields are left in the grcund, dm.1nunder the

lOf..ler) left-hand side of the c::hax1t.

Essen'l:ially, the only Nork remaining to be 'one a'I:

'<:ha~cpoin't is, then, the sinking of tHO, small vent5.1a.tion

shar'ts: One is in. tha't pc)sition, the Oth01'; in tha'I: posi'cion.

Tl,ese sh",f'ts ar,,, sunk down on top of :the completed

tunnels by the sane process of ins"ca.lling solder' pile, deck-

ing, and excc:va'ting, to bl'eak in'to the tunnels.

villen 'I:ha'c has been done, a concre.te stl'uci:nI'e, or
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concrete vlork is brought to the surface and the street in -the

immediate vicinity of that shaft is restored.

NOH, there are two of them, as I men-tioned. One is

the intersection of North Eutaw Street 2nd Monument Street,

on the righ-t; the other, the small shaft, or the Lafayette

Street shaft, on the left.

\<lhen~chat has been done, that is -the ex-tent of the

contract. That is all of the construc-tion Hork that there is.

The problem -that a competing contractor has ,'and

vli-th the type of reqt\irements that are in these documents,

regardless of hO\'I sincere, and 'hovl har'd he may try"'to mee';;

them, is si.mply this: That work has Jco be examined from the

stand~oint of. what parts of it are susceptible to be sub-

contracted to sonle othe:>:>construction activi-ty or agency or

company, o'[:her 'than 'the prime con'tractor'.

I \'10uld like to go 'through the opera-tions again, and

explain what we did on the day that we bid the job, in that

respect, and Hhy \ie did it.

The firs't thing th8:t we talkec', about vias the move-

men';; of thE, ub.lity i-tems 'to permit -the shaft 'to be sunk. Tha-t
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He did I'eceive bids from minority subcontractors. They vJ01"e

competitive; we used them in our bid, and we advised the MTA

of our intent to award -that work >co a minority subcon-tractor.

The installation and the design of a compressor

house, and the equipment, is, obviously, proprietary. That

is -the expertise -that ou?' company h<:.s, and the reason that He

came to 11aryland -to bidi;his project .-- because of Hhat vJe

feel is our ability -to do -this Hork. 'fhat a_pplies to the

design and furnishing of tha.i: equipment, the sinking of those

tHO 3he.£-t3 under t:('affic conditions, and -the installation of

our tunnel driving equipmen-t jon the shaf-ts.

The installa.tion of -the air l')cks and -the driving

of -the tunnels -- obviously, i-t has go-l: to :)e done by the

prime contI'actor.

1.',,10cont:cactors can't drive tr,e same tunnel, even

if -'ehere \>lc.s 50J1\-2 sense in it:, f110m a business standpoint.

The next thing -that r -think ha_s to be considered

is the compaction grouting, that I indicated Has of such a

specialized :la-ture -tha-c -there are very felV people in -the

coun-try "ch,,:t really have ad experience ,,11_thit.
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There. was only one subcon'trac.tol" quo'tation tha'c was

furnished to all of the b:.dding contractors for performing

that Nork, from one con'rac'tor who has done a lot of grouting

work on 'the San Fra.•..1cisco system, on the Washington system.

He has r:o'c done the type of compaction grou'dng to .the scale

required by this contract, but he kno~/S a lot about it and

he has e,ngaged, as a consul'cant, several sma11(~r contractors

out west, who have.

That bid was submi.t'ted .to all of the contractors

bidding .the job and l.;as used by all of them in their bid to

'che s'tatc.

For tha'c work, He, obvi.ously, ~1il1 use 'chat price

and .1e in'cend to subcontrac'c ,'Iork to th",t firm.

The r stoI'Cttion of the buildings damaged by se'ct1e-

men',: is a Vc'ovisional i'c8;11';:hat we can'i: sav, defini te1y, will

happen, but :i:t: probably ,'lilJ. happen. The:;."eI S an amount of

$500 ,000 i,r,c~.uded in the contraci: under .the expressed pro-

visions the:t if those buildings do settle, 'He a.re to take

bids fron con'crac" ers for t' ,8 repair' of the damage, submit

-theE to the HTA, who h'i11 ?'ovie,'; them, 2.nd then dil"ect us to
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It is the in'cent of the MTA-- their feeling -- and

i" is ours that th"'.t tvork can be perf l'med by the mino:c'ity

contractQr's in the local Clrea, and.it: is our intent to award

'tha'c "1Ork to those cem'tractors.

The $ 500,000 may not develop; c'n the other hand, it

may be more. \>Ie he,ve no control over it. We '-'eally don t t

'l'i1e next 'ching that I think should be considered

is 'the sinking of the shaf'ts over the completed tunnels --

that is, the tHO srr.all ones tha.t I men.tioned, the Monument

shaf't and 'the other shaft.

I don't 'chink that. t.,e I'Jill al"gue 'cha't that work can-

not be separateJ,y con'crac'ted. It does o't int r.fere wi -h the

tunnel driving. It can be perfo):'IDed by oth,~rs. I 'chink 'the

considera'cion there, really, becom s one of nrice.

My company, and our partner, has perf.ormed that kind

of ,,1Orkfor many yeal's. We'va s'c died the problem, and pre-

pal'ed our es1:ima'te for the value of .that Ho;~kand predica.ted

the bid to the sta~ce, based on doing that Iwrk ,-li't1 our OHn

forces.

ltle also too}~bids for t:he-Ho:r.k. He l""eceived several



bids for perfol'ming the ,'1Ork 'chat I-;ere in excess of our esti-

mate. There were none from -che Hinori ty Contractors Associa-

tion in Dal timore, but thel'e were some from minority contractors

elselvhere.

We Ivere no'c able to use them in our price because

of "the fact -chat they Here "COO high.

The ne}:t i"tem of Hark is the conm'ete work, in bring-.

ing -che concpete struc"tures up in those shafts "to the s"treet.

P.gain, 'chat is ;,Jork -that, historically, my company

and our pa:r.tnel' has performed ",i th our mm forces. \,e Ive

executed ten such contracts on the San Francisco system and

the '!ashington sys"i:em.

Webelieve "cha"twe have something "to offer in tha"t

I'espec'c, and tha"t our in--house knoHledge is something tha'c

makes us compe"titive and able "i:o'canlpe"te successfully for "chis

type of Hork.

HO;'Jcver, again, it is ",ark that can be subcontr'acted

~i.:o o'i:he).:"s. ~'Je did l"ecei'ie, Cl... and I would say it 1s fine,

quotation from a member of 'che Ninor.-ity Contractor's Associa-

tion in Billtimm'e for. that \Jor'k. We considp.red i.t.

Again, gerrtlemen, it: was, as Mox"ris Rosenberg
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indicated, $500,000 over ~lha"twe estimate that we would be

able "to bid to the state on the basis of performing the work

with our. own forces.

About all the other NOl.'kthere is in the con"tract

is the restoration of the s"treets, around those tHO shafts,,
after the concrete work is finished.

1'ha'c NO!.'l~~7ereceived bids on from minori"ty con-

.cractors. He used "them in our bid. It is our inten.c to a~la:C'd

-that ,"101"kto minority con"tractors.

I r d like to go back to one aSj:ect of the "tunnel \.;o1:'k,

and tha:;; is the disposal of "the excavated mate)~ial. That por-

tion of "tha.c ope:ra"tion, obviol!.sly, is -- I won r t say obviol.'"s-

ly, but fa"c"tually is not work "tha";;Hill be performed by the

join";; ventu.1"e forces, and He did not intend "that it \.;ould at

the time "that we bid the job.

He sought quo"ca"tions for the haul:Lng and disposal

of the excavation fl"Ommajority contracto)~s and minori"cy con-

tractors.
~ie received a number of bids. I-Iedid not receive a

bid "thot .;e vlere able "to use f1'om a minority con"trac"tor in

the Hinori ty Contractor f s Association of Bal"cimore.
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\':e did receive a bid fjOoma mc,jori"cy cont:C'Clc-corin

the City of Baltimore, who has been in the tr\!,cking business

in the city for many, many years, and has demonstrated

competence in that area.

It \olas the lowest bid or three or four bids th<,'c \oJe

did receive from !TlEijority con'trac"tors for the 'trucking.

We, obviously, needed 'che advc,ntage of tha't bid, we

included it in our price, and i-t wai? bid as part of our bid

to the sta"te.

\-7e I ve indicated 'cha'c fact 'to the I1TA) as par"c of

'their revieloJ procedures, and indicated the int ntion to aI-lara

tha"j;work to that majori"ty co l.tractox".

I't I simp r"cant 'to U.S', fQ)~ aneth r reason, besides

simply 'the question 'that i't vlas the 10loJes'cprice. This con-

ty'act p):,ovi<1es for liquidated damages of $5,000 a day in 'che

event that we do no't vaca'te that \'JOrk

«haf"c fox' each of those t\olOtunm,ls lJy "the stipula'ted date on

"i:he COi-ri:ract.

In addi,tion to th~'c, we ha"e an inves"cment in the

around-'the-clock, underground crcus, and ou::' fixed plant and

equipment, and our supervisory personnel, 0:: aboui: $15,000 a
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day. \'7e have got 'to adva,nce thai: 'tunnel -the :cequisi'ce numbe:('

of feet against that $15,000 a day, or we perish.

Ii: is fundamental 'to our position, that the trtlcke:C'

tha't hauls away Jcll&t excava'tion be able to do so on a 24-houX'

a day basis; 'tha't he do so without delay; 'that the trucks a~'e

there, the ma'cerial gets hauled .way, and vlCl do not suffer a

delay on thc'.Jcaccount.

That 'chin1<ing, and analysis tha't l1e made, after

taking ~ll of these bids, resulted in our position, as we

repc~'ted it to the l'iTAB'CJclle time of bid.

The upsho'c of it Has that i~e He)~e committed 'to aWilled

$620,000 or vJOrKto minority COn-Cl"ae'tors; I-/e committed 'the

additional $500,000 of res-tora.'don wo:(']<:,if i'l: occurs, to

minori"1.:ycontractors; .the res"c of .the ~lC'rk~'1as-to the ajori"ty

contractol's It ve m.~n-tioned, O~:' to be perfor'jued \°.ri th OUl"'o\"n

fox'ces.

On that basis, ~""'eapplied for an .~xc(~ption to the

reqEirements, held several cO~,1ferences to,'i.i:h the M'I'A,and gave

"i:hem a comple"te 2.nc:.lysiG of "the bpeakdot.rn of our bid to

illv,stra,te 'the probleJr,s tha-~ I ''Ie jus-t :i.J.lu3tra'ted, and applied

for the exemption ;:end received i'c.
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this question VIas raised by Senator Douglas, and, I might say,

i-t raised I<lith our full undl,rsi:anding, as a result of his ef--

forts and our own, for the las-t t.1O \flecks we Ive been in a

postuI'8 of intensive discussions and negotia-tions Hi'cn the

minori ty cornm.unity in the City of Baltimore.

As a result of all of those discussions -- and I won't

take up your time by trying -to detail exactly what happene ,

bui: i:here \olel'e a numbel~of meetings, and, as has been reported

by \'11°. Addison, -the upshot of the situation Has this:

The joint ven-ture has indicated to Senator Douglas

and to the Bal'cimore Hino:('ity Con-tractors A:,socia-tion that Ive

are willing to enter in-to nego-tiations v/i-th them to x-cview

dev8loping uddi tiona_I suJ.Jcon-trac-c .]ork in the folJO'ding areas:

Fencing, for ,~hich .]E have an allm-lance of $3B,700; Trash

Collection Services, fOl~ ;,]hich 'tie have .::.nallol-ii:mee of $16,000;

Furnish Security and Guin'd Dog Services, fo::, w ich ;.e have an

aJ_J.oI.'anceof $1~0,000; Photogl'aphie Services, $6,600; is-

ce11aneous :~late ia1 and Equipment and Hauling Services, $15,000;

Construe-tion of the Concrete Foundations f :c the Comploessor

House, $10: a a 0; !:U);,nishL,g of Co cre-i:e I'ounda-tions and
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!1iscellaneous Mate~ials, such as stairs and walks for our

office complexes, $12,000.

The major item of building the concrete structures

in "che t~jO shafts -- the 110munent shaf't and the othe~ shaft

involving many bid items in the estimate, but "the general scope

of it being 'the complete job of furnishing all ma.cerials, form-

ing, poul'ing the co ,crete, finishing it, 'the stripping of forms,

ins',:alling the reinforcing steel, the miscellaneous metiil work,

the battenitc waterproofing, the bonding, the other required

embedded metals -- all according to the sp cifications for

\1hio11 our estimate, plus the loadings, imd "the p)'ofit figures

"that bring 't up to "the figur"J that Iile inchlded in our bid to

the St2',te of Ha,ryland, '1, '102,200.

That is an item that, in our opinion, 'there ~s

demonS'cI'ated compe"cence i.n 'che inol'i ty comnuni'ty 'co pel'form.

The problem "chat exis'cs there appea:r's to be, again, one of

pZ':LCG; hOI-lEJVeZ',if i1: can b~ acccmplish~,d, tha:t we can get 1he

work SiJ.bcon"i::{lac.ted -co a ~ontractcr of ttla-t gl"OUP, under "the

scope of these dol1.a2's, >1e Hill carnes'ely endeavor to do so,

and vie ~ilJ, furnish sv,ch help in the vlay of Z'<m";:ingc!'anes

'i;o i:hem 'cha'c may bE: c\ifficul't to ob"tail o,thcY'h'ise, pJ:,oviding
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such services as He can, and .7e will help them J.n every mannel'

to be able -to reduce their estimated costs for the work down

to this le'/e1 \'lhere -chey can live I~ith it. and v7e can live

with it.

In a.ddition to tha't, and, I migh'c say, with a great

deal of soul-searching on our pal"t, vie have agreed I,Jith

Senator Douglas that loJe will negotiate wi,th any contl"actors

that Hill step forth and represent that they are capable of

doing the work for 'the installation of the decking and the

sinking of -the t'vo shafts down on top of the tunnels, includ-

ing -the dec;cing, the installa'tion of 'the solder piles, the

e:ccavation york and removal of the excavation, the bracings --

everything thC',t is requ5_l:'cd.

I UP price for doing 'that work, in the case of "ehe

Lafayette "lent silaft, which is the easier of the tviO to per-

foni! --- the cme on ~.:he lcf-t and it \'las included in our b~d

'i:o 'i:he MTAfor 'eha'c Horle, $Lf17 ,500.

The same VlOl"kfor the Monumen'cven-t shaft, which is

a very difficul'e problem, bacause of th,::; traffic congestion

'thej:,e _.. the char"c really does not illustrate it very Vlell,

bu't -that's an extreme:!.y heavily-1:raffic;ced cross street tha';:
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involves comr,lUter traffic to -.::hccit:y in 'the mor'ning and aHay

at night; it's a very difficult problem; it has run the dif-

ficulty of the Hork up -- our price for that bid to the MTA

',vas $538,500.

The net effect: of evel"ything that I have talked abollt

would bring, l"i th our ini,tial cOl!uni'tmentl"esul ting from the

prices taken at the time of bid, plus the $500,000 contingency

i tern, plus -the sum total of these things that I jus-t de'tailed,

~mich totals $2,796,500, less a deduction of $131,000 for work

that is duplicated, would bring the aJnount, that if ti1ese

nego'tia'tions Here successfu:~, at these levels, to about

$3,825,000, or somet ing .to 'cha.t nature.

We have come to th:"s position, f:,:,ornthe position ~cha"c

vie had B't the da'te of the b:;,d) which, in oup opinion, fully

sa.tis::.'ies the federal requil'emen"cs, .the Ul1TA reqllir'cments, the

requirements of the State o~ Maryland, and the Department of

Tr'anspor ..tation, insofar as \:he legalis'cic reqll:Lr'ements al"e

concerned.

He have come f:,:,omthat position, l~hich I-:e believ",

prope:,~, and for l"hich we sought and secured the exemption, to

the position that I have de-::ailed to you no\~, and .that we have
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communicated to Sen<ltor DouglOi.sand the black community, for

the reason that, in par-c, I-Iehave been able to find additional

things -that, frankly, can be performed by anyone, and part of

those moneys are in here, so tha:e \-lOuld have happened anY.laY,

and parody as a result of our business judgment "hich simply

says this, under norma_l cil'cnms-tances, 'VIe\oIould not subcontrac-t

the concrete \oIo!.'>:on -those shaf-ts, or -the sinking of those

fJhafts thai: have been included in this vlork, -to any con'cractor,

minOl"i-cy contJ:'actor or a majol:'ity contractor. Such con-tractors

are in compe"d_tion Hith us, a d bid freely and openly against

us to seCUL'e the con-tract in the first place.

If \Ve ,'Iould then t\.'.1"nand subcon-trac"t tha-t Hork -to

a o-thel." sullcon-tractor, it can be for one reason, and one ree.son

only, since i-t is our type of \oIo1:'k,and -that is on the basi

of price tha:t Hould reduce our bid to a competiti're level -cha-t

He -Chink \";ould help us a-t the bid table"

That "as not -the case. ~!ealoe ,Iilling -to subcon"trac-t

i-i: to minori'cy contractOl"'S in th2 Balti ,lore Association of

l1i.nority Con-;;ractors because, in addition to performing thh:

job fo:(' -::he State of Haryland, Hhich Vie~;ish to d,), and wi.sh

i:o do vCJ~Ybadly, •..e co_lsowish to perfol'ill this wo:~k in an
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atmosphere of friendship.

i'll1en this job is completed, we .lan.t "che City or Balti-

more to feel as though they I-Jould like to have us back, and

°chaocincludes the minorioty commu:1:i.ty.

He'l'e .lilJ.ing to do this; we t J.l work toward it; .;e

will help do it, in order to perform this contract in the

spiri-t of friendship, raoche1' '.:han in an adversary position.

So, fundamentally, unless the1'e are questions, I

think th.,:t' s abou'c all I have to say.

He u1'ge the Board of' Public \o,'orJcsto approve this

coni:ract, a,1'1 to do it pr'omp.t:Ly, for reasons that have been

dc.tailed in 3. separi".tc, memol'i.1!ldu;nthat :'.5 before 'che Boar'd,

that you all l'eceivE,d before l:ho program was presen.ted,

GOV:t:RNORN./\'lDBL: Any qlles'cionl;?

MR. JAMES: Do I sun~arize properly if I say that

1.7 is c~fil"m cOJIlrnitment, and -that you add s.dditional, possible•

alJ.ocad.oDs to the n~inori ty con-tractol's up -to 3,8?

i'lR. BARTHOLOHE',j; The 1. --

HR. JAHES; Can YOll sUlrmax'ize I'ihac's firm?

HR, BlRTHOLOHE',i: The 1. '/ is no m::l!'e oX' les [; fiY'm,
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MR. BARTHOL0l1EVl: 'l'ha-t is what we have in the con-

tract that we can afford to negotiate.

MR. JAMES: Can you tell us wl',a~c's firm, and what is

possible? Can you su~~arize what is firm?

MR. BAR'l'HOLOMEI'1:Yes, what iE fi,~m is the

620 th~t resulted from bids. I can regc~d as firm many of

these smaller items. I cannot quickly c_evelop a total figure.

It can' -t be firm, because -the con-trac~coz's a;('e, as yeJc, unnamed.

HR. JAMES: Well, what was your 3.8 figure?

MR. B_RTHOLOl1EW:The 3.8 figure ,-"epresents our'

pr'ice fOYI wOl""lk in cur estimate that He are vlillin~ to enter

into subcontrac-t agreements for with lllinori-cy con-tractors in the

BRlti~ore area. And there are some conditions to it, that I

omit,-ted, -cha-t I think I should :C'ead to the Board -that al"e

important, so -t a-t -they understand the context under Vlhieh

\-Ie're doing this.

The conditions are -chat the minor i ty subcontrac-tor

must demonstr te capability. His pel'Ior'man.::e of -that ubcon-

-trac-c !Illest he approved by -i:he Ma8S Transi-t Administration.

Tha-t is an expressed condition of -the contract, and -that'd-

,
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have not the a.bility to \~aive i't.

HR. J'A!1ES: \lell, is trlClt in addition to the $600,0007

Is tha'c in addition to the $600,0007

HR. BARTHOLOME~I:1'he $600,000 is included in $3.8

million.

MR, JAMES: I see. Okay.

HR. BARTHOLOMEVl:The c'ther condj ..tion, and it I s an

impoI'tant one, is that the subcontrac'tor' mus't furnish a per-

formance in paymen'c bond for the value c,f the \-I'ork subcon-cpacted

with a surety whici1 is on 'che U. S. Tree,sury' s list o:E pproved

assurers, which is an assurity bond requir'eme,'rt 'chat is in the

NTAcontract documents, '"nd aJ'plies to \~s.

The subcontract musi: be aPPl'oved by our sUr.'ety. We

cannot ~laive that requiT'er.1en'~; it is not au:c prel"loga"i:ive. It r s

a J"equirement of 'the MTAcontrac'c and yc.u;~ c ntraet documents

.tha.t OU1'"lSV.I"lcty approve the -transact:ion.

Finally, the subcontractor must agree to perform

'the Imrie under 'the requ.il'emen'cs of the collective bargaining

a,greements to the cxten't that ther.'e are req1.liremen'cs in OUI'

collectj, 'Ie bargaining ag;:'eemen'cs that this worle be done.

FinalJ,y, the p""ice must be in 'che general scope of
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these numbers 'tha't I have indicated to you, a 10 'that is $ 3.8

million.

The $600,000 is ~n agreed price. Those were firm

bids; j,'i:'s fiX'm; i-t's settled. The rest of this is work that

\>lefeel that, if sincere effort is made, vIe can .egotiate it.

HR. GOLDSTEIN: I just have one question to ask of

you, Mr. Bartholomew. You said there's $500,000 allocated foX'

bui].dings 'chat may have c['ac}~s or settle because of this

tunneling HO:C'k. Is Jcha'c correc't'?

HR. BAR1'HOLOMEvl:That I ~ C01"rect, sir.

I1R. GOLDSTEIN: i~O,'l, lct' s say, Nt's. Jones, or

Mrs. Snd.'ch, or HI's. BrOHl1, or Mr. Kohn, or ;'!r. Hughes, finds

'chese 'thX'ee-s'cm,'y homes up through Euta,-l Place are cracking.

Hm" do -they go about filing their complaint -- Hi'ch the C011-

'tractor, or Ilith Hr. Hughes I Departmen't of T:C'anspor-cation?

\-lhilt I s the pr'oceduY.'e?

HR. BARTHOLOMEH:I cannoJc speak -toJ 'tha't subj ec'c \~ith

as gl'ea'l: auJchori ty as otilers, but I'll i:ry.

MR. GOLDSTEI: I t"ant to 'e-i: this in Jche z'ecord,

becau.se I lenoH hC~1things happen in this s'ta.te. You talce

some p~0r person, who v]ouldn 1.(: know ~flhere to even find you;
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you r11 pI'obably go back to S1:. Louis, or. some other place,

where you come from, after you finish your work, and a lot

of these folks, you know, in these departments, they seek other

jobs. Li_ke 1-11.'.Addison, why, he was getting ready to go "co

ivashington. I .thought he was going to leave and go ~coIola.shing-

ton, the o.ther day, according to the nel\'spaper. See, .they 're

here -to6.ay, and gone -tornol'rO\<1.

How do these people proceed to file their claim?

11ho do they proceed againsJc?

l'iR. BAR'l'EOLOHEvl:I r11 responc. to that question -to

the best of my ability.

MR. GOLSTEIN: Yes: sir.

i'lR. BARTHOLOMEH:They will contact us and file a

claim that .they' '1e been damaged. The proj e'J-t is pro.toctEd

'..mder the auspices or a ,.,rap-up insurance p::,ogram, whereby

ther.c is full, thiJ:'d-party li,,:1.Jil:>.ty innlra!lCe cover.'age for

the restoration of da.mages.

MR. GOLDSTEIN: Do you have an insurance carrier that

ha.s .that kind of a policy?

MR. BARTHOLOMEIoI:Yes, the aut:hori ty han pr.o ured

the-;; proJeection f l' the en'tire system.
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MR. GOLDSTEIN: Tha'c' s under that big insurance

policy.

MR. BARTHOLOME\-l:And \010 a!'e assu:~ed the p!'o~Lection

of that as one of the --

MR. GOLDSTEIN: Is that a responsible insurance.

company, or are they in business today, and gone tomorro\ol.

You knOl';, cnc of the companies says theY'l'e pretty Heak, you

know, today.

HR. JAi'IES: He'll go into 'that la'cer, Louis.

MR. GOLDSTEIN: Well,:1.o. Why, no. I \oIan't to pui:

this in the x'ecord. I think i-c' s importan'i: to put this - - at

-
least, I vlo.n'i: i-t in the 11ecord. You may no.'c Vlant i,t) but I

MR. JAMES: l'Ie11, I e:cpee-t to bring it up as t1

separa-i:e -- a complei:ely separa-te i i:elll.

HR. GOLDST:SIN: I see. But I' d l~.ke to have it from

the man \-;hoI s "'going to be the pi~incipal con-i:ractor, if \,;e

I1R. BARTHOLOMEI-I:l1y experience has been before, undei'

similar circumst:anc;18, u.n.der "l:he \Vl."lap-up programs, that our
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abili"ty, as the construc"tion com:rac"cor, "co respond "to

complaints of that "type, has beeu "that the contract "cerms

have been s,:ttisfactory "to alloH us to do that. Vie have done

-i.'-~ c • It Harks, I think , quite ~lell. The communi~cy is assured

"the pro"tcction for res"tora"tion of damage due "to the cons"truc-

tion work that's being done.

MR. GOl,DSTEIN: You did that in Washington and

San Fl"anuisco?

I1R. BARTHOLOl"lE\l: Ye s, sir.

I1R. GOI,DSTEIN: Thank you, sir.

GOVERNORM.ANDEL: Any furthc:c' questions?

•

HR. GOLDSTEIN: Tha"c I s all the questions I had.

GOVERNORMArDEL: Thank you very much, then.

Senator" DO'.lglaG?

I b101"; "the:('e! s a number cf people that vlOuld like

to be heard. Could we condense it in"co

SENATORDOU'LAS: vie I re going "co try Jco condense

it.

GOVERNORMANDEL: Go ahead.

"ENII'i'ORDOUGLAS: Let me just sc.y a couple of "things,

~'/e;1'13 going to ask for a delay in the contr1act because ~ as
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H1'. Bar"tholome.! has indicated, W(l have been negotiating for a

long time, and we're pretty close to an a,greement.

The Memorandumof Understanding 'that they gave us

las't nigh-': has -- these gen'tlemen dl'e very shrel~d -- it has a

lot of snake pits in it, and He have not been able to discuss

those because ;.;e Iolere l'um ing ou.t of time because of this

meeting.
I ~1an't to indicate 'to you why we are asking for a

dela, , c.nd I want to addpcss myself 'co some'thing 'cha't is very,

v"ry pertinent, becau.se 'i:he 'things tha't we '~ameup wi'th here,

.le came up .6,'th 'them, and you've got people employed ',rith 'the

sta'te "1110 c',l'e su posed 'to be doing 'these items, 8.nd I want to

speak to tha'c, VC1'ypoin'cedly, a Ii tt12 la.ter on, because I

don't think that He, as blacks, in this 6ta1:e, should bc put

in the position th 'C He are placed 'today. :L i:hink it's an

unfoFtuna'ce position, and 'those people of the communities of

the State of Hal'yland have 'to unders'tand tha:t because of "the

realistic elima'ce of the sta'ce, 'that we have to fi-girt for' eve1'y

scra.p or 'ching °cha:t we get. But we in.tend ':;0 do 'tha't, and that's

why He t 1"8 l,ere.

I'm going to have some other people speak before me,
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and I NouIe', like to wr'ap up w!1at they say. The Baltimore Urban

Coalition, the CEBOor the Council of Equal Busiriess Oppor-

'cuni ty, 'the Bal'timore Contractors, the Free State Minori'cy

Con'tractors, The Eastel'n Shore, Trucking, were all par't of the

ncgotia~dons, a.nd we want to have Mr. Hoff, from the -- Chair-

man of the Baltimore Urban Coalition, vIi,ll ~n.avesomething to

say, first.

MR. HOFF: Governor, Members of the Board: I'm here

represen'ting the Ba,ltimore Urban Coalition, which is an organi,~a-

tion dedica'ted 'co the, sometimes questicmed , propositi n that
, ' -

people can live together in p~ace and harmony.

He arc in-te:ces'ted in 'the avoidance of conflict. 1n

my as soci,ai:ion ~lith 'c' e Bal tir,10l'e Urban Coali,tion, I have not

he 'I'd a single item that is likely to gener:l:te as much conflict

nOH, or ~n 'chc f\1':1.'.1'8, as the proposed subw9.y sys'cem.

In OUl' opinion, it behooves UtI to move ce,refully

before we move too far in the dil'ec'lion that we migl'!"' later

The Bal:Cimoy'cUrban Coalition has, therefore,

all~chorizcd me to request a fur-thel' delay in the cH-Ial:'dingof

~,;his COn'C1"act, in order to allow -the development of the more

"
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credible program of mino:-:,ity participation in the proposed

contract for the proposed system.

1 am Gerr'y Hoff, Chairman of the Bal'timore Urban

Coalition.

Senator Douglas suggested that I might 'cell you Hhy,

in our opinion, the present program of mino:oi'ty pa,rticipation

is not entirely credi Ie 'to the communi'ty.

\>1 have beer. furnished by the Mas:; T:C'ansi'!:Admi.nistra-

tion, Hhose cooperation He ape: most appreoia,tive, a list of

con'tract:s aVlardec1.,to date.

T.his list, gen:tlemen, totals apPY'oximately $ 30 million.

Of 'that to'tal, 3.4 per'cent or 'the negotiel.'te,i values, or $1 mil-

lion, or so, \>1erea.waY'dedto minority contr,:lci:ors.

As you ,have heard today, 'the prop'::>si'tion is that a

fur'ther con'tract in the "W"oun'!:of $40 milli)H be awarded, and

there is depending on .'Ihieh version you ')elieve ._- "ehe pos-

sibility of a fir'ffi corr.mitme:lt fOl' an cl.deli'tional $600,000 to

$1.,'1 million con'~rac't ,voX'J~,as well as a potent:i.aJ. addi~eional

$ 2 million: 'and, all fi[;Ul"ed ou'!:, that 'the 'Jest ,,,"0 can hope

for, out of t e total $70 million that Vlould have then been

awarded 1-.d.thth& 5 'percent; the \>lOl'S.t that ,~ould It ppen l'lOuId
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be that this total would be 3 pel'cen'c.

That seems a far Cl'y from the 10 :;:>ercen-cobjective.

Much has been said about the obj ec-cive, its alf . Gentlemen,

it is no-t OLll' positior, that an obj ective i t"elf is adequa.te.

I -chink I would second what Hr. Addison has said about the use

of best efforts, except I would suggest we insert in that term

the simple \>/Ord, "very" best efforts.

To me, her.c' s what very best effo:"ts ,./Ould mean: A

pl'ograro, of mino1'i'cy pa.1'ticipation for the eTtire sys'cem, and,

no'c just pieces of it. But, more important, yo'c, the. develop-

ment of a credible method of ge>cting to that 10 percent objec-

tive. The highest figuroc -eha'i: I have hca!'d, so far, about v!ha'c

is beliE,ver1 can be aV1a.rdedto minority grou)s, out of the -Co-tal

estimatEd work is $40 million, and, a't this point, He are at

$1 million, and, hopefully, a't: $3 million.

The1'0 is ~;37 million of additional 1V0r.k ye't 'to go,

and I don! i: kno\>lhelV i.t is Pl'oposed that ";8 get there.

Finally, I ..-ould like -to suggest 'tha-t j_t Has a healty

experience that your EoaX'drecommended, that the prime con..

ti~e,ctor meet and discuss ,;j:th minority grou:Js, and community

g_oups, the proposed contract.
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happened much earlier. I believe the most impor"cant thing is

sufficien'i: lead ~cime in this and future awa:C'dsto work ou't the

problems on 'the cOlrJl\unity level.

And I suggest 'that the HTAappoin't a cotmnuni,ty panel

'Gp counsel with it, on future contract awards,

before they are reco~fiended to this Board.

Thank you very much.

GOVERNORHPu"lDEL:'H:~. Hoff, let m;" say something,

beco,use ,time is running on. It was 'this Board that insisted

that 'there be meetings, and :U: Vias this Boa.pd thai: insis'ted

thC':t they get 'togethel' and at'tempt to I.)ork out some minori'i:y

represen'ta'tion.

Eu:c this Board also has a further obligation. ,~e

have an obligation, also, 'co 0.,11 of 'the people in the Sta"ce of

11aryland. vie have a con';:rac'c, here, tha'c came in $3 million

ullc1el' the es"cima'te. We have a date of December Is"(, as I

Ui1ders.cand i-t, on v-1h.o ch .ellis contract is go::.ng -to expir.z ~

NO\'; , if this con'i:J~ac't expiJ~es, and if it's l"ebid,

and if i't comes ou't $ 5 millj,on above the es':ima'tes" ~~emay

even have some personal liabili,ty.
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And, rig:1t HO" 1'm -;\ll'C Jchc Comptro:"ler an1 the

respons:L'Jility.

HR. J"!'IES: 7' z Comptrollel' can do ::.t, .ut I c "In c,

GOJEm:OR Mn m.L:. "es, - k.l0W, b't Jl aybe he (cr
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the Comptroller, but there comes a point Vlhcre a decision has

to be made, and I j ,1st dOll' t knm,1 if ,.Ie can further delay,

,Jithout running a ver.y serious risk 'to both 'the state and tc.

oUl"selve.s'} fr1ankly.

HR. HOFF; I would just like to 'tell you, on the

basis of my revieH of 'the documen'ts, I think it l s going to be

a very fQ)~tuna'ce occur-renee if the minority community in

Bal timors comes out of this en'til"e work lith someHhe:C'ebeh;een

$10 anG :;;2 0 million dollars of con't1.'aci: mmrds. Ai1d I am not

ceptair; 'tha~c 'tha't' s going 'tc be a -toler2,b1e result "1hen all

GOVER1WR11ANDEL; I don I-t disagree .Ii th you, a~c all.

In fa.ct ~ ~.]eagree wit:h you 4 That's 'hlhy He j re her

HR. HOFF; Yes, sir.

GOVERNORi'lIJWEL; su.t the pl"oblem is, can vie do i.t

in 'chis ins'taD.ce?

HR. HOFF; Yes, six',

SENATORDOUGLAS; The next person 1;0 spea]( i~ilJ. be

'the Execub.ve Direc'col' of .the Council of Equal Bu.si ess Oppor-

.tuni"cy, Hi...... Samuel Da.r.iels ..

NR. DANIELS: Thank you, Sena'tor Doup;las.
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Governor Mandel, Comptroller Goldstein, Treasurer

Ja'lles: I'm Sam Daniels, the Executive Director of the Balti-

more Council for Equal Business Opportunity.

If you ./il.l bear' with me, I will respond within,

approximately, 'thl'ee minu'tes"

I would like 'to say this, that I think the Governor

has l'cally come 'to -che core of the matter, anel it brings, cer-

~cainly, the Council for Equal BI.\siness Oppor-cunity to its

point of concern, that the condition "mists a-c this point,

because, primarily, the !'lass Transit Admin5_s~c:,~ation,under

'che Depe.rtmen'c of Transport tion of 'c. e State of Maryland, oo,s

not done its job.

And, perhaps, our argument is no~c1-7ith the representa-

tives of Fruin-Colnon, but with -those pubL_c servants Nho have

the obligation to p\r'ctoge.j:h~r CI.neffectivo, fair and reason ...

able affirma1;ivc ac tion pl'ogram, "ihich -the:' do not have.

The Council for Equal Business Opportunity joined

Hith the Urban Coalition in -che 'third IJeek of October, .3-long

l••i-ch Senator' Douglas, in l"cques-ting ~chat -the _BoaI'd delay i-ts

com,idera:cion of al-la:C'ding any further cont,_'ac<ts in this projec-t

until such time as thcl'e had been developed a more meaningful
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affirma"tive action program, and il syste of compliance,

I-Ihich, as of "today, does no-t (nd.si:.

NO~I,if He are pressured for time to move as an

expediency, and ignore the concerns of a significant portion
.

or the population of -this state, -then I think it I-Iou_ld, indeed,

be cos-tJ.y) and -a decision tlhich should not be made by this

Board, and that I join ~Iith those who aloe coming today, asking

fOl' furi;her delay, not only on the awaI'ding of "this contract,

but the a"larding or the con-tract ror construction management.

I'd like to say -chis to the Board: There is no

affirm2:tive action plan out of MTA. It I S ai. afte --the-fact,

minimum a-ti:emp-t -to delude people in-to believing -tha-t there I s
,

an affirmative ac-tion plan. It does not provid? any affirma-

-Live ac.t:ion approach- fo:r'minori'~y par"ticipation in competitive-

ly bidding, or o"ther,,,ise parU_cipa-ting as a prime contractoy.',

aila I think

GOVERIOR MANDEL:Sam, let me ask a question.

Senator Douglas, we're going to meet again next Friday.

Hr. Bartholome',;, do you -think by next Friday you

all could ge-t -cage-ther and come back here ~vith a plan

l1R. BARTROLOME~1: Governor, I --

•
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GOVERNORY!Alr EL: -- wi'th the fil"lil assurance to

this Board that a decision Hill be made nex'!: Friday?

MR. BARTHOLOMEW:May I make a short response to

that request, and to explain t-rhat the problem

GOVERNORt~N)EL: I understand your problem.

Really. we do. I really understand your problem.

HR. BARTHOLOHEYI:Governor, I am not in a position

to do that. I am very sorry. I cannot, for reasons that you

undeJ:,stand.

HR. DANIELS: Gover lor, may I jt\st: conclude

HR. GOLDSTEIN: \'lell, j us't one moment.

HR. DANIELS: -- because

HR. GOLDS'fEIN: .Just one mome t. One minu'te. You

say you can "t "dai,t un'til ,1ex-t Friday, the 19'th', Today Is the

12'th. I knoH I-iha't date it j,s. J'ust one minute, no\~. I'm

th:~mem a,sking the qucsti ns. You ough'[; to sit ba.ck and lis'ten

for a minute, I'Jill you, please? I'm asking 'the quest:Lons; I'm

on this B03.r.d, and you're no'c. J'ust le't me ask the ques'''cions)

please.
Today is the 12th.

HR. f.lf\RTHOLO;'!EH: Mr'. Golds'cein?
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MR. GOLDSTEIN: And next F_iday is the 19th.

HR. BARTHOLONEH:I cannot bec<luse there ax'e firms

fer which we have made binding commitments for -the liner plat

months a ~o; for the underground equipmen.t, r.ton-ths ago; for the

compressor equipment, months ago.

Those commitments, He have gone -to people that manu.-

facture these things, time and time again, and asked foy.' exten-

sions. 'I'he clock goas on. They have been mosi: gracious; they

halie ex'cended t1-7ice, .to my l~nowledge, ol'i'cioa:l. dates, that,

acco:oding to the c m:nercial 'cerms .that t~el'e nego-cia.ted when ,Ie

made -i:nese commitments, N8 either had to give them a firm,

binding, .total commitment, or cancel the 'cl"ansaction entil'ely.

The S-cate of }la:C'ylan.d, Department of Tra.nsporte:tion

Con:triZl.c-t docs no.c put us in a posture "that: WG e n guarantee

r"cove:'.'y of tJ1G bal"e mini.mum ca_ncelliltion costs thil:t 'chese

people ',lOulct ha e for do:i.ng that, let a.lone the gr.'ea.t cost

'i:i1at our- mm c mpany has incur'red, simply by vir'tue of 'the fe.c'c

"tha't:we! ve had a large o/.lganization poised for' 60 days, now

i-lR. GOLDSTEIN: If I undersi:and -this C0l1t1'3oc'i:,we

had un.til December the l~;.t to make 'the at,ard. P.nd you mea 1 to

'cell . e tha.t you made binding con-tracts _.,- a. b1"illiant man like
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you, representing a big company, made binming contrac'cs befo:C'e

December the Is.t'?

}1R. BARTHOLOMEH:Yes. May I cJ.al'ify tha'c?

HR. GOLDSTEIN: I'd like to know.

H • BARTHOLOHEH: The bid documen'cs speak 'i::o tHO

issues: One 6f them is ~he the contract has already been

a'llardec1. The ques"cion that is involved is 'i:ha"c I have no

status under 'chat contract.,
HR. GOLDSTEIN: "You say "the contract has beel1

awarded'!

HR. BARTHOLOMEi'::Yes, s~r.

MR. GOLDSTElN: illlO aHarded it?

HR. BARTHOLOHEvJ: I beg your pal.'don, sir?

I1R. GOLDSTEIN: \-Iho a''-/arded it?

HR. BARTHOLOMEH:The Departmen't of Ira spor"ta"tion.

I'1R. GOLDSTEHr: Tha"t don't mean a damn thing.

GOVERNORI~~DEL: You mean it's been awarded, but

noi: approved.

}lR. GOLDSTEIN: They don't have any

al.ard a contract.

HR. BARTHOLOME\~: Cor7.'ec~c, sir.

<J.u"tho:ei"cyto
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GOVERNORMANDEL: It's been awarded, but not approved.

MR. BARTHOLOMEW:Exactly.

MR. GOLDSTEIN: Ivell, that don I -t nean anything. If

you don't get i-t approved> I don I t pay you.

(Laughter. )

MR. GOLDSTEIN: I'm the man that pays the bills.

And r"n not going -to pay you. I wan-t thai: understood,

11r. Haz'ry.

MR. BARTHOLOMEi'I:That is pr'ecise:'.y the pl"oblem.

MR. GOLDSTEIN: I want that unders-tood, again. You

all have been doing a hell of a lot of things up there -that

haven I-t been accol'ding -to Hoyle, but let's se-t the record

straigh-t again, "today, until :i. t's approved by "i:he Board of

Public \'lQ]~ks, it! s not going 'co be paid. Damn if I Im going

"CO the Peni-tentiary for you, or anybody else.

SECRETAR' HUGHES: Nobody's "'-sking you to.

HR. GOLDSTEIN: Okay. Okay. Tha'i:' S I-Ihat it aJll0Un"CS

to; that: t s wha.t it amounts "co.

SECRETARYHUGHES: No> it '.s subj eeoc "i:o approval by

-the Board or Public \~orks.

MR. GOLDSTEIN: All T.'igh-c, then. That's how simpJ.<3
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it is.

I1R. Bl\RTHOLOHEH: 'l':,at is the situation exactly.

MR. GOLDSTEIN: Did your> lawyers 'cell you "that?
MR. BARTI-lOLOMEI'i: No, sir, I can read the documents.

HR. GOLDSTEIN: Oka.y, then.

MR. BARTHOLOMEI'1: That's clear.

MR. GOLDSTEIN: 'tiell, we've settled -chat veY'Y quick.

I'm not going to make you any payments un.d]. \ole approve it here.

I1R. BARTHOLOMEYI:I undei"stand tha'c; I Undel"S'cand

tha.c.

I1R. GOLDSTEIN: The laH says 'tha,t.

MR. BARTHOLONE'1: That r s the pr>oblem, but the

December date is a different da-te. That is the da.te of notice

"COproceed.

HR. GOLDSTEIN: I see.

NR. BARTHOLOHE1<7:Now, there can be a delay on 'i.:ha-c.

Tlu-t does no-c put me in the same position. But I cannot extend

the da:te by Hilich I can guar<'.n-cee minimum cancellation chal'ges

to 'these fh"rns tha-c have already extended themselves far beyond

~Jha-c anyone \-iOuld have a righ'c -to ask -chern ~co.

MR. ,JAMES: I1hat:' s your last day?
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l'iR. BARTHOLGME\']:I beg your pardon?

NR. JANES: What is your last day? What is the

last day?

HR. BARTHOLQ!1EW: They have given me, SlY', today.

If I don' ,': gGt a l"esolution of this problem today, I'd be

compelled to. cancel the transactions, entirely, I'1hich .iill

have th5.G E:f:-:ect: ThO','cwe tvill lose the delivery dates tha.'c

h2ve been committed fer -the line:(' plate because or i:he tooling

'.J:'oblems of '.:he undergl"Ound equipmen't that is going -to delay

th8 physj.cc_l execution of -the WOl"k. l' at time \'Iill be lost

and if canno'.: be regained, sir.

!'iR. GOLDSTEIll: Well, couldn't you, as a "cop man in

yom" camp ny, comrnit $lf million to these ;vonde)~fuJ. people in

this contI'aci:? I Has just using tha'c figtiJc"" $4 million.

That's pret'ty close to 10 perCei1"':. ~]e' 'Ie got some of i:nG

finest twrkmen in the 1-lor1d, here, repi"eSCi1':ed righ't in -this

room I hei."e today.

MR. BARTHOLOMEH:He, sir, I cr.'.nnot, other th n on

-the basis of normal business transactions.

HR. GOLDST:EIH: \-Iell, ~(at is yaup time schedule

to go back home, -today'! Are you going to si;ay around he;~
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tonight?

HR. BARTHOLOMEW:I'm at your service, sir.

HR. GOLDSTEIN: \!lell, maybe you can sit down I':ith

'these folks tonigh'(:, and 'comorroh' morning, and ge'c some oys'ters

and country haJn, up 'there in Bal'timore, and biscui'ts, and soul

food, and si'c dmvn L1ndtalk this thing out.

!Laughter. )

HR. GOl,DSTEIN: That 'Sh' at I rec'::lUl1llendyou do. Si t

riglrc e,ro nd OJ, big 'cat Ie 'ther'.", Gome~lhere.

HR. BARTHOLCl1EH: He'. Gold stein, I must say 'that I

do no'c believe that 'che Boa:£'dof Public \!lor:(s can ask me .to

do that, under the eon.teTc of the documen'ts, and your

obliga'tions, and my otligol:tions, under the )roeedures for'

,'Thieh you l,avc e .lled bids, and you wan't 'to get this job

buil '.:.

The con'crac'c conditions speak for themselves. I

have indico:i:ed my complete inten'tion to negotiate meaningful

suboon'tract's Hith 'these ""ntlemen: subject 'co 'chose conditions,

within '.:he fl~ame\lOrk of those dollars. And I have eommi'cted

myself to \.;ork with them 'co 'cha't end.

GOVERtIOR HANDEL: Can YOll do one ':hing fOl' liS? vIe' re
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go:i.ng to be he1:'6, a-t least, another hour, or hour and a half.

HR. JA11ES: If \-Ie're lucky.

GOVERNOR HANDEL: If I-Ie're luc:Jcy, right; maybe a

lit-tIe longelo. Ho' c:bOlrt walking arounci th," corner and using

one of my other offices, and sit down, c_nd see if you can come

back in some accord?

l1R. BARTliOLOl1E\~: I think 1- c&n dq thai:. I I d be

glad -to do that.

GOVERNOR V,ANDEL: Hi.ll you do tha-::?

HR. BARTHOLOt1E'il: I r d be glad to do tha-t.

GOVERNOR MANDEL: YOl,\all are her(~. Si t dCI'm in a

y'com, and I' IJ. lock the OOI', and HC I on r.t let you out until

you get ~.-t se-ttled.

J~R. DANIELS: Governor, and }"embeJ:'sof -the Board of

Public ~,'Jo~,~ks,my concer'n "i:ha"i: I fm COID.'l11J.l1ica-:::ing -to you, goes

beyond just this contrac-t '" and I think :i.-t's very sign:i.fican-t

GOVERNOR HANDEL,: ~:e 'ndeJ:'G~cand. Believe me. This

is no"i: go:i,ng to happen ai!:2,in.

11R. DiU-lIELS: Bu'i: 'the affirmative action plan, as

it cul""'l...erctly exis"i:[';,. is ineffective; it lac}:s compe-tence ~ and,

:coeaJ,ly, I ••ant to point out, Hha-c has appea.l'cd to be ~cle
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insensitivity of the administra.tor.

GOVERNORHANDEL: We fully undel'stand that, and 'that's

why I'm saying this will not happen in the future. This is an

excep.tion. Just as you, l"e' re having. our firs.t ini tia-cion.

All Ilm saying is, lie have to ge.t this one straightened out

one way, or the other. We just can't keep going on.

SENATORDOUGLJ\S: Let me indicate a. couple of 'things to

you. \ve have been negotiating with Mr. Bar-tholomel", and I

want -co say publicly that he's a fine, professional man, bu'c

vle Ive be.en negotiating at a disadvan-tagE, because he has in
.'

his pocket a lettel' of ini:en-t to proceec:, 1,,:.lich means that he

doesn't have to do any-thing, and it's he,ll negotiating with

somebody "hen -they dont.t have to give you anything, and .that

,-muld be .the si'c\:.a-tion if vIe go around .the :C'oomand turn

around and si-t davm I.,ith him. Un-d.l he has to give up some-.

thing, we are in a bad posi.tion. Until he has to meet some-

.thing, \~e're in a bad positi n.

Now, the documen.t that he signed. -- the document

that he signed -_. si3.id he \-1Ouldmake a best effort up to a

goal of 10 percent. Now, I often wonder what would have

happened if MTAhad sc.id, 10 percent. \lhat wou.ld have happened
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then, Would he have met those goals'? I say 'to ou, he \'lOuld

have. As a business situation, he would have met them, and

there wouldn I t have been any arguing, and 'there .10uldn I t have

been any haggling c;1.bou"t i-:;.

GOVERNORKANDEL: And you could have saved us a lot

of "time.

SENATORDOUGLAS: I \'lOuldn I t negotia.tll with him. I I VB

already spent, a ,qhol.-= lot o? time wi'l:h him, bu'c I say 'to you,

unless this gentleman has something to lose. when he sits down

a'c t. e negotiating t':l.ble, I am negotiatint;) and the rest of

-l:hese fol~~s, hera, f::,om "i::he Congressman f S o.ff-ice, the l1inority

Con-cract01:'S, Baltimo:c3 Urban Coali -ti.on, tole r l'e just _.-

GOVERNORMANDEL; Bob) look: -_.

SENATORDOUGLAS: We'!'e just wast!,ng our' time.

GOVERNOR£!LA.l-lDEL:The 'ching he has to lose is the

co tpact~

SENATORDOUGLAS: ~iell, the nex'\: bidder is only

a hull:' million dolla.,,'s above him, and I think, seriously,

in the lu:ture) \-Ie ought 'co consider 'that, 'then

G~";JERHOR !"iANDEL: vJhy don' 't you an ..-

SE!iA'l'ORDOUGLAS: -- he has something -Co d .al for.
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GO\fERAOR r1A}Tl"\:.C. Fi1Y dol' J'i: gr arouv.d ..to '".:he o.ther

room, and sit do,,'l"l b.r:d t,:,y 'to wo,,)' i'~at t? \-Jill you, plsase?

!<R. HARRIS: I ,think, "as" He" s'(cmd, nOH, r don't

GOVERIWR ill\r"DEt O"ay"

to -~h2t~ a d ~Offi~ c~ b~\ J~< ~GI1J. be re



GOVERNORHANDEL: All. r::'ght. Let's go on. Let's

go on with Item 21'.

Harry, do you ',1e,nt to be heard on that?

Go right ahead.

MR. 'ADDISON: Gentlemen, for the record, vial-ter J\ddi-

~on, Mass Tranait Administra1:or ... the item pertains to the

agenda i-tern, Contl'aci: No. M1'1\-YO-OI-04S. Construction 11anage-

ment E:ervices.

The agenda description, I i:h~nk, is rather inclusive,

and I won't uaste anybody's time reading through that.

This is a cont aci: tha-t falls into the ca'tegory of

Engineering/ Jlrchi>cectura.l Services, and, therefore, is subj ect

to the requiT'ements of Article ill, of the Armo"tC'_tedCode,

requiring a procedural prooess~o be followed. It involves a

selection process in accordance wi~h Article 41.

I would J.ike to read, for the Board'.s information,
Sec-tion 231. (; of Ar'ticJ.e 41: "Con1;racts to be Awarded on a

Conpetitive rasis. In accordance with the rules and regulations

issued by the beards, all pr'ocurement and award of contracts,

c.:>I1S '..lltant agreemen'ts, or other obligations in excess of

$25,000, for archi-teoturaJ. and en~ineel:'ing servioes, shall be
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atJarcted an a campeti ti ve basis, and sha~~l include evaluation

of both technical and price proposals from t'..lO or more firms,

unless the Board determines, in wI'iting, in accordance with

Seci:ion 231. Qb, that the professional s"rvices cannot be so

completely defined as to lend themselves to that procedure.

In making the award H -0, I would like -co highlight this sen-

tence -- "In making the aHitrd, on a competitive basis, neither

th.e price proposal, nOl' the technical proposal shall be the

sole cri -teria. II

On June 2nd, 1975, in accordance '..lith the law, Mass

Transi t Adminis"tration p:r'Bsented to the Transpor-tation Pro-

fescional Services Selection Board, the intent to contract for

services for cons"truc'tia" management.

i,le indicated -cha"twe were not able to handle that,

in-hou.se, a:1d, in accor ance {,lith the procedures, approval of

the Eoard, to solicit in~erest from outside C011sultants, was

requested.

Now, On June the 2nd, 1975, the Transportation Pro-

fessional SeI1vices Selection oa~d approved the request to

solicit interest.
I
N:,. GOLDSTEIN: You say ::_-c \-las June the 2nd of '75?
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HR. ADDI SON: 1 '75 .

HR. GOLDSTEIN: Right; oka.y.

MR. ADDISON: Publication of that notice of interest

was done, c:ppropriately, in the Ha.pyland Registel" and other

publica-dons.

Cn June 25th, '>lhich was the date in -the public

notice for such letters of interest to be received, were

received, and on June 28-dl, the MTAreceived a c ndidate list

of firms expressing intepesi:, and there Ivere e:i.ghJceen firms

on that list.

Prior to revieu:i.ng those candidates, in accordance

"v:~th pi70cedures s"i:a.ndard:Lzed foT' i."'cv.iewing all consul ta t

solicitations of interest, we developed two pI' cesses; one of

uilich lias eight questions, IJhich could be answ~,I'ed in the

affirmat:cve or the negative. \~e tried orr the eigh'ceen candi-

dates, first, .to determine \o."hether I.e could reouce the J.ist

by that; and, then, follol-Jing tha.t, a list of ten questions,

\"Ih5.chwould be rated, or numerically graded, to de.termine which

we:C'e the highest-ranking candidates, because Ive had a require-

ment -i:o reduce the list to no less than two, and no more -than

five.



On the basis of

\r. I II 'I.!... l~' \ 1

1,

~.. \ r ~I :,.1 I'll
I \. ,j.) ',1. ~,\' S I' \, , ,', < '/' ,','" 'I.' ,.: I \:, \ ' ":' ,';I ,!,~., <: 1I II '.~.' , :

•• , I
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the eigl1't questions '"hie 'these

,',a:i;ghteep,' ca,nd<idates,'" were
" I I ' -, II' , I
, Ii! i

te' eleven <

I ~'. I. .' "l, • I ).' . I "'\. I' " ',' (.' :

su~~e,ct.,rldto~.the,li~twas reduced
I I ' ,', ' : " II

That eleven \<lesthen subjected to reviel" on .the

basis of ten questions, l~hich I,ere numerically graded, and"

on .the basis of that glOaing, the list l-.'a6 reduced to five.

I Hould J.ike to point ou.t tha.t, at tha: point in

time, !'lhen there vJere five fina.lis',s finally resulting, there

I"as r:o objection to the wei9ht.~r.g.grading and scoring process.

We, therefore, have es.tablished -- and this o:ocurred

bet1,een June and Octo er -- that there IVere five candi"ate

firms 1'Ihc\-Iere qualified; .their qualification being an

acceptance on a r part, based on the revim, of .the matei'ials

suomi tted a'c 'I:ha"c point.

\'1enot.ified all firnis, both those 'cha.t I,ere on .the

rej.l!ced candida'i:e list of five, and -the ones .that Here not, on

October 31st, of their position.

Subsequen.t -to that, ~ole 'then began development of a

request for proposals. This request for propos Is Has to be

se~t to the five finalists, follo~ling which they Hould submit

their propos~13, in bo"ch tech .icaJ. and p:d,ce proposaJ. form, f01'
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the appropriate evaluation.

On April 23rd, 1976, th. time-lapse between October

a.r,dApril being, number one, because it I'equired a grea.t deal

of effort on our part to develop the request for proposals,

and, secondly, a hiatus period because of the delibera.tions

going on in the Haryland General Assembly. u.t on April the

23rd, requests for proposals were issued to the five finalists.

On May the l2i:h, 1976, w': hele'. a pre-proposal con-

fn"enc" with -the five finalists. The date for l"eceipt of

PI'opcsals Kas set to be June llfth.

Fr;;.or to l"eceiving the pl"oposc,ls, we daveJ.oped an

eva.luat:=.on cl"li -Ceria "cha'i: we ~lould use pto weighi:) I1a'te and) so:,

J:'2.nkthe proposaJ.s as they Here received.

The cI'iteria .Jas corr.plei::d on June .he :tl th, -three

da.ys prior' to the recei.pi: 0:: the p:('oposa.ls.

'The proposaJ.s t...'e e t1ecci.ved,. in two par.ts) from each

firm: a 'i:8Lltnieal proposa.l, E'.nd8. cos't PI'oposal ..

v;e sealed the cos.;; proposals, and He subj ected .the

technical proposals to an evaluation by a subcommittee of the

XTA, Co screening corn.!ui t-tee.

They did an in.terim, independent evaluation, ~~ithout
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consulting each other first. They, then, met and compared -their

notE:S on their review of th~ technical proposals.

Meamihile, a cost analyst revic~led the cost proposals,

and submitt:ed factual informa-tion on -these cos-t proposals -to

the screening subcornmittee .

In order to give all of the finalists and opportuni.y

to come befol'e the !1TA \<Iith a pr'esentation of -their qualifi a-

-dons, and to respond to any questions that might have arisen j

due to the revicH of their proposals, intervieHs \Vere se-t up

on July "ehe ?th, Ju],y th'2! 12, and July -the 13th, eac:1 of which

lasted nc] less than two hours.
Folloiling these ilYtel"'lviews and presentations, we

agai. mee and mi!de a final evaluation. He started on the

final c\'aluai:ion on July -the 19th, and 'that final evaluation

was complete on July "the 23i"d.

As a consequence, t<le, tl""refore, made a recommenda-

tion for a s"lection to 'the Tl'ansportation Professional

S~rvices Selection Board.

I Hould like to note tha-t, ",-hila, all five of the

finalis"ts t~eI'e j u.dged qualified, ti1ey were judged que.lified

before they viere required to su.bmi.-~proposals; hO',lever, after

•
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"the J~eceipt of proposa.ls, while they might have been qualified.

"they were no"~, necessarily, equal in terms of "their proposed

c;:tpabili ty OIl the basis of the material sttbmitoted in their

proposals.

\-li1:h regard to the technical proposal, th'el'e was a

ur.animity n both the first and the fifth in that ranking.

I ~Iould also p'oin"t out that, in the evalua'tion of the

cost proposals, "the evaluation must consi.der', not only the last

dollar figu.re, bU"\:, also, the value of the effort to be re-

ceived for the cost involved.

Wemade our recommendations to the Transpor"tation

Professional Services Selection B(lard. The Board approved the

recommendation.

Thci'e has been a significant ;:,mou.ntof ma"co>riaols

submi tted to the Boa)'d of Public \'Jorks, r'egarding Jeh' s pro-

cess, so I wont -t J:'evie1'l :i.'t, o'ther than '(:he fac"t thaJc iJc is in

your file, and covers most of the objections.

GOVERNORNANDE'": SenaJcor Jarnes woule! like to --,

MR. ADDISON: Yes, sir.

GOVEHNORHANDEL: SenaJco!' James.

MR, JAMES: Mr. Addison, I've read all the material
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you've been l'eciting. The main thing, I think, that I'm

inte):,ested in -- and I belip.ve the BOc,rd is intel"ested in

is an explana'tion as to \>lhyyou selected a construction manager,

whose bid was, I believe, $ 2tf million, over one whose bid is

$18 million, v,hen their apparent capabilities are about the

same.

NOH,maybe you dif;agree I'lith that, on the basis of

the ra.ting, here, b'-It I think that they're 'the questions that

ha.ve been raised, as far as communications to me have been

concerned.

HR. ADDISON: Yes.

HR. ,jAMES: So, I think, really, that's the basis --

MR. ADDISON: \'le11, I 'tnink --

MR. JAMES: -- that the Board is concerned wi'th.

HR. ADDISON: Senator, in :r'esponse to your question:

if this process Hei....•e similarl to the one W3 have just been dis-

cussing with pegapd to cO!"lstru.ction, we have, ~n -tha:i: instance,

no :coal al ter'native but 'to c,ccep't ,1 low bid, because every-

body is bidding on 'i:he same items, the same qua,n'ti ty, 'i:he samE

finC!.l J'esuJ.t, and how 'they get ther'e.

vl5.th regal,'d 'i:o ;:11"" cons-cruction management services,
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it is not a bid. The law doesn't contemplate it to be a bid.

As I r.ad earlier, it's a proposal, on both a technical and

a pr'ice basis, nei'ther one of which shall be the sole cri-

, .'cerJ,a.

In our judgment, a bid -- it's not a bid in this

c~se, but a proposal of a price

MR. JAMES: Io]ell, it's a proposal.

MR. ADDISON: -- significantly levier, had to be

recogn:,zed as being a price based on significantly effort

expended during the cou"se of the project.

In our judgment -- and I think this will be brought

OEt by lir. ''1ul"1'ay, of my sta.ff, I-Iho\,i11 go 'through i:he cost

elements of the contract and the prcposals -- it becomes

apparen-c that 'the lower proposed price o.oes not reflec'c .the

s~me level of effori: and, potentially, c. misma'tch with what'

is going to be goinr; on tha.t .the construction manager is

responsible for. Obviously, their effoI,ts have to be coincid-

ing with the level of contracting effort in construction, and

this will be shown not to be the case.

So, -therefore, '-Ie feel that tr.at price does no.t

really represent the least cost to the st te, because, in order
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-toc_ccomplish the work that we believe has to be done -- and

,,!illbe brol.lgh-tou-t by a following speaker following that

technique, we either are not going to get the services that He
•

require, or we're, eventually, -going to pay, at least, as much,

if not more to get them.

GOVERNOR MANDEL: Go ahead.

MR. GOLDSTEIN: May I ask you one or two questions?

Now, you stated, I believe, that you had five qualified

finclis1:s, is tllat right, sir, out of eighteen?

MR. ADDISON: That's correct.

MR. GOLDSTEIN: Is that right, sir?

~lR.ADD ISON: Tha-t's correct.

HR. GOLDSTEIN: In other words, nOloJ,these five that

you selected were, in your opinion, probably, all equal i

their ability to do the work?

MR. ADDISON: No, si , I didn't say equal. I said

they were all five qualified.

MR. GOLDSTEIN: All qualified. All right.

MR. ADDISON: In other ',-ords,lie Iolereno longer

interested in discussing '"hether you were qualified or not

qualified. You "ere qualified, but this does not mean that
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they were equally qualified, nor did their pro?osals indicate

the comprehension, and the managemen't technique, and o'ther

matters, vlhich Ivere "'qual.

They Ivere not equal, at all, and the ratings that

you have before you clearly indicatei:hc,i: they Vler'e :10t

necessarily equal, at all.

HR. GOLDSTEIN: All rieht. Hy next question i:;,

can YOI'. briefly outline for the Governor, and Senatol" James,

the major items -- such 3-S, man hour's, fees -- 'that the

Parsons firm is supplying, under the terns of 'their HTAcon-

tr'ac't for $ 21~ million?

HR. ADDISON: All right. I think the best thing fop

mE to do at ":his poin't Ivould be to introc'.uce Bob r1url~ay, of

0'.11' staff, ;vho will 'talee you 'through a. complete analysis of

't:-'e manpovler effort, the cost, ove:~head rates, and everything

else, and 1 think --

!~R. GOLDSTEIN: I'lhoI s HI:'. Bob ~iurray'!

HR. ADDISON: Hr. Hurray? Righi: here.

MR. GOLDSTEIN: And where is he from?

MR. ADDISON: He's our Manager, Program Control.

MR, GOLDSTEIN: f\ Maryl.and man? !Ie I s from Maryland?
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MR. ADDISON: Yes, s1r.

l"R GOLDSTEiN: Right. Mr. Bob Murray. Okay.

MR. MURRAY: For the record, I'm Bob Murray, Manager

of Frogr~~ Control, the Mass Transit Administration.

Govel'nor, and Members of the Board ---

11R. GOLDSTEIN: Hait a minute; wait a . inute. Let

me get your title again, sir.

MR. HURRAY: Manager of Program Cont)~ol.

GOVERNOR~lANDEL: Manager of Program Control.

MR. GOLDSTEIN: Manager of -- okay.

MR. MURR..I\Y:Governor, and Hembers of the !loard, I'd

like to use the charts over here, where we've got some statisti-

cal information I L'1ink you'll find interesting.

Are you going ':0 be able to pick me up? I'll try

to Jcalk loud.

GOVERNOR!"ANDEL: If you t3.1k l:lUd enough, they'll

be able to pick it up, I hope.

MR. ~IURRAY: As l1r. Addison poi- -ced out, there were

five finalists who submitted proposals. We have here the five

firms listed, the numbel' of total r,lan hours that they propose

-to accomplish their task to contra:. the work required, and
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ever'y man hour rate tha't they proposed, and their 'total esti-

mated cost oJ: the project.

The bottom line shows 'the estimate tha't the !1TAmade,

\~ith 1,295,000 man hours at an es'timai:ed l'2,te, or an estimated

cost, of $25,611,000.

I,: I s of interest to noi:e on here tha't 'the Parsons'

proposal is very similar to the, estimate thai: the MTAarrived

at for the serv:.ces that they were proposing for.

The reason this one particular rate here under

Bech';:el seems to be substan'cially lower than the others is that

t;-:at rate was not escalated; they didn I t propose an escalated

rate. The other firms escalated their rates through the life

of the contract. Since they were high, anyway, >cheaddi'tional

escala,tion would have made chem substan>c:i.ally higher, bU-i:

vlould have brough-t 'that hOU1'ly ra-te more in tune with the

other rates i:ha't aI":')indicated he:..'e.

So YOt!can see 'the number of man hOUl'Sand the work

proposed. They range from a high of 1,772,000 to a lo~ of

858 ,000 hours, 2,nd, in 'the price :,,'ange, from a high of $33.6

million to a 101M of $18.9 mi.llion -- almost $19 mi.llion.

I'd like to show you a chart --



NR. GOLDSTEIN: iVell, just one minute, now. I think

I I d like -co have an anS,'ier. Wha-e is the difference betl-leen

-theE:e man hours between these tHO firms? Can you tell us

Vihy there's a difference?

HR. HURRAY; It's j1.1.st h~i they saw the job and ho\-!

they staffed th,: jo •

NR. GOLDSTEIN: W",ll, nOVi, they have 858,000 hours,

and you have 12,290,000.

NR. MURRAY: Tha.t' s correct.

HR. GOLDSTEIN: W~ll, couldn't your hours be more

than it would take -eo supervise this job?

NR. MURRAY; Ours could be more, excep-i: these others

veri fied that our hours are p:('obahly '1er:1 close.

MR. GOLDSTEIN; Well, Bechtel's 1,752,000.

MR. HURRAY; y."s, we feel they're high.

!"iR. GOLDSTEIN: And S.terns is 1,400,000.

/-'lR. HURRAY: W.ell, yes, I vlOuld expect -i:here -co be a

I'2.ng:e, and I th:~nk the rang'~ is

MR. GOLDSTEIN; Well, if you're like the bJ:'idge

peoj:le, anc the o'cher departmen'cs, hell, they've been so vlrong

in tuilding bridges, and building .tunnels. HOVT do you knoH
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YOU1" figl!res are right?

HR. MURRAY: I don I t know our figures are righ-t.

They're an estimate that we concocted

MR. GOLDSTEIN: I see.

MR. HURRAY: to evaluate the e others against,

and I can't say that they're right, 01" that they're wrong.

They're our best estimate of the job.

Those hours, now, that you see here, are graphically

disp]_ayed over -the length of the job. The heavy dash line

is the Parsons I proposed distl'ibu.i:ion of hours; the line that

GOVERNORK~DEL: Before you get into that, I'm a

15.ttle confused, myself. Could you put that back up, again?

MR. MURP~.Y: Yes, sir.

GOVERNORl"LANDEL:I mul-tiply in my mind, so I could

be very VJrong.

HR. MURRAY: I-;ell, .~hese don I-t mul ti;>ly out,

Governor.

GOVERNORMMIDEL: I know they don't. That's what

I want to ask you "bout them. I knot-l -they don't.

HR. MURRAY: Yes, they don't. This is an average

direct man hour. :r-c has no burden on it; it has no fee on it;
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ii: has nothing ,~lse. This is a care-bones hour.

GO'lERNORMANDEL: Yes, but Hhat I'm saying is the.t

if it's going to take -- let's take Beclrtel, 1,700,000 hours,

and, if you multiply that out by $7.74, you get to, roughly,

$J.l,500,000.

MR. MURRAY: Then you would --

GOVERNOR~ffiNDEL: And then they -- wait a minute;

h,t me finish. Thenthey give you a. $30 million price, If

you multiply Parsons out, it comes to around $11 nillion, and

they give you a $ 2'6 million price. Now. Hhat. I 'm saying is

that, vlhere does the difference bet\</cen .the cosi: of the !nan

hours and the ultimat cost of the project -- \</hat figures in

.tha-t?

MR. ~IURRAY: The figUl'€S aloe th.:! figures that have

overhead burdens you don't see on her-e, tha-t range from

GOVERNORHANDEL: Yes, but the overhead gets aHfu1

heavy.

MR. MURRAY: Yes, it does.

GOVERNORHANDEL: With some or -chem, and ,Ii-th some,

it doesn"c.

MR. !1URRAY: That's right. And you don't see the fee
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-that is included in here, and you don't see the direc-t billings

-thae: are included in here.

NR. GOLDSTEIN: W,;ll, that was my ques-tion to

Hr. Addison. I war.°ced you to give us a breakdO\-m on these

different figures.
•

MR. MURRAY:Well, we can givE: you' all of -that.

MR. GOLDSTEIN: A:C'eyou going to do i-t, now?

NR. HURRAY: No, I don I t have tha,t much detail, but

I

HR. GOLDSTEIH: vlell, now, vlai.t Q' vlhile. You came

OOHn here -today to tell me -co vote for c, ccntract. I lvanted a

brei',;cdovm in de1:ail. I I ve ::,eao. all this stuff in this book

here, and you've departed f:"om it, I believe, according to tho

conti"ac-t and tll" way I )C'eadthis book. 1sn' -t 'chat right, sir"

l'iR. tlURRY: I don f t feel we I vo departed from it,

no. I think we can go to the contract and what's involved in

it.

GOVERnOR MANDE':": vlhat I'm -tl"ying to get clear, and

let me pursue it, let's 'take Parsons, at $9.00 an hour, -the

hourJ.y manpower rat; is ~?l0.8 million, approximately, and
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you've go'c a $26 million cost, so there's $16 millio;1 difference

between .the man hours and the ul tima:te cost. Bechtel, you've•
go~ $11,~00,000.. I'm j st, again, estimating. And you've

got $30 milli.on; you've got $19 million difference. Now, in

the second one, SKN&H, you've got about $8,500,000 cost, with

only a $10 million --

MR. GOLDSTEIN: No, it's $858,000, Governor.

GOVERNOR YiANDEL: I know, it's $858,000 x 10. That's

$8.5 million, against $18 million. You've only got a $10 mil-

lion difference.

~!R. HURRP.Y: Governor, may I shOtV'you the char'c,

hare
GOVERNOR HANDEL: Yes.

MR. ~ruRRAY: -- and show you on Parsons, since we

'i!nteredinto a nego.tia'i:ion,V'ith them --.

MR. ADDISON: Dob, le.t me inter:coup.t,for just one

minute.

MR. I1URRAi: Okay.

MR. ADDISON: The question Hr. Comptroller asked,

about all of that da1:a, is in ".:hebook t11a<.:you have, and it's

Vli-th reference -to E~~hibit 10, I b,alieve, \1hich breaks dOvln,
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not only the manpOI-'el' rates, but .the overhead, direct l' imburs-

ables, fee or profit:, and all of 'chose, Hhich constitute the

difference between .••,hat you're seeing on that chart and the

.tota}. dollar figu.re.

GOVERNORHANDEL: Yes, but wha.t I'm saying, Halte1',

is, if you break all .those ....

l1R. GOLDSTEIN: By each firm ._.. pardon me, Governor.

GOVERNORHANDEL: I::' you break each one of those

dOHI1-- the difference betwee the hourly cost and the total

p"'oject cos.t -- you find thai: th secon,1 one, the net -- and I

assume .that' s the net cost, including prof:'.t -- is .that right --

HR. MURRf,Y: Yes.

GOVERNORHANDEL: The IOt,]es.t p:.'ofi t and ne'c cost is

nUmbel" tHO, \1hich is only $10 million, as opposed to Bechtel,

Hhich 10ul(j "approximate 2.bou'c $19 millioll, as opposed to

Par:,ons, \-lh:i.ch '.,.,oule.approximate about $14 milli n.

HR. ADDISON: \</e11, Governm", '::he figures vary, and,

of CO~l.rse, the over't,ead profit and so £o:'th, are a mul tip1i.er,

based o. the d.irect wages.

t!R. ~FJRR".Y: So th.:!:i: 'the exac"i: -~.
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HR. ADDISON: So that if you have a 'ery low figure,

i terms of Han hours of 'ilffort, then all of the factors that

follow it -- the percen'c of cverhead" the percent for profi'c --

GOVER1WRHAUDEL: You mean .the, less hOUl'S, the less

net cost?

MR. ADDISON: Only if you paid it on a lump sum

basis. Ivnen you pay i': on a cost-plus-c>fixed-fee reimbursab:Le

basis, 'the direct hours that are actually expended, and that

must be c}:pended, have to be expanded by t e varying payroll,

tJ eir bUl'c1ens, overhead factors and s/) forth. And I think the

iSSt:.8

GOVERNORMANDEL: Okay. I'm Eufficiently confused

noVl, that we can go ahead from hex'e.

HR. ADDISON: '11;11, the point :.s, when it comes dOlm

.to e. breaJ:dOlID on a pe)?cent basis, it ,JC>rks ou.t .to shm, a dif-

fere:nt set-up than "hen you- have --

MR. GOLDSTEIN: In here, you have $26,060,732 for

Parsons. Is that correct?

MR. MU RAY: Yes,

HR. GOLDSTEIN: An the contrc~ct you submitted here

todc.y, the way I add it vp, is $25,0311,224, Is that right, sir?
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I1P. M'JRRi'':: Yes, sir.

MR. GOLDS'..EH1. A.,d then 'you r .ve some other stuff

1.I1 there

MR. ADDISON: That's a --
HR. GOLDS':EI,i' T' ,i". is the te' a1 for o'ler'lead --

~irplanes, room, rept --
MR A]) [I SON : Ihe \ role pro~ec cost, y' S, siJ:'

Mr. GOLDS' EIN movir g, ta} fapes, ':ip::o,

seo:,'~c~.x::'es "ha- OeD t 'y)e 0.:' re2.d. AJ' that busi''''' ss.

(Li'.ug.rter )

HR .~~DISO it".
H~ J"IhES 11113',I ':as j., the enate, '::hoy ju"

_:_aC',:ic&J..ly ~;to./•..~r- r:h'; te['{ slai:ure -to c. t tha-t =t.pp'" )p:: ic. t'

fC:L '_h~ dQ;"11.ove thE:~e c.. •. "t. e Univ"",X'sity of Lal"Y "Id

,1 '1 1'1__'7, 1 understc nc th ~ dam . S )u:'}~L?

"'h., da.rr is b lilt

- l1d=l.,tanc thc:t "'i. j.lst dues ,.- .or

g _ I 'C 1 _ Pqpe

11K L~'IS o it ~ net j a equat tIS

, of co 1" :2, i r !.ul1'e t rf l. e l::ogis_ t, e s
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the question Hhe-ther it was bein::; built as a flood control

measure., or Hhe"'cherit t,-,as being buil-t clS a recreation

measure.

MR. GOLDSTEI~: So, in other words, you negotiated

~litll them after you got theil' bid and goi: it down -to abo'.lt

$1 million.

MR. ADDISON: That's correct. I think Mr. Murray

ought 1:0 Sh01~-- Hell, I think he has already shown -- the

variations in the manpol.el' es-tima-tes on the proj cct.

One oJ: the factors -- and I'd just like to take

adv2.ntage of this opportuni -y --- that needs to be put into

context bett;een thai: cha.rt, shott-7ing "the Ciis-tr'i- u"i:ion of man

hours, is the ac-tuo_l cons-trucU_on actiovi ty that I s going to be

going on, against v;hich this con-ere.ctor sho_ll be responsible.

Vie have em overlay, and the 0\-e):,1ay, Bob, do you want

-to e.xplain 'i;Jhai: tha.t it?

HR. HURRAY: Yes. The graph depicts -the haUl'S as

the proposing firms saH their distribu.tion O'le::, -the life of

the contract.

The hea.vy dash lin~' is how Parsons sa", the hours;

this line hel'e, which you p~'cbably can' t see, but ii;' s
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purple, is the way the MTA sa,,1the hours; and "che other one

reflects t-IhatBechtel saw; the three that are grouped together

are what Singstad saw.

MR. JAMES: I'd like to have an explanation of that

difference, because I think -- why woul Singstad feel as

though only -this unusual amount of hours Io/Ouldbe sufficient?

Are they skimping? \o1ouldthey be skimping on the job? I'd

like to have some explana~cion of that. Here you are, they're

supposed to be a very capable outfit -- is there any explana-

tion for that?

MR. ADDISON: Senator, may I try to respond to "that-?

MR. JAMES: Ye3.

MR.-ADDISON: The process, as I indicated earlier

MR. GOLDSTEIN: Let me see if I understand the

question. You t-Ia_n"cto J~,"l0\~vihy there's a difference in the

manpower hou:es.
MR. JAMES: Well, you have three of them there --

MR. GOLDSTEIN: Right.

HR." JAMES: -that ar-epret"cy close: the 1.4 mil-

lion, the " ~..l.. ••• million and the 1.3 million. They're pretty close

to the estimate; ho~evcr, you have Singstad as 850,000, which
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l-1R. GOLDE TEIN: Hell, I ,lent to NeH 'lork the other

d2.Y, when T went up to sign -ehe bone'S, <-rIdchecked. They've

bLilt tunnels. ThGse people know how to bLild tunnels. They

2.re the hogs tha l: gc right dc-m and dig ";he hole, yo 1 see?

They've been in 'ehe business.

Some 0'" the~e other peo )le ._- Pal'so"ls :"lev _r b tilt

a d"mn tunnel, himself, as tfe eneineer Isn't that right?

Did the Parsons Can:rany ~,er builcl <S.nytunr els?

MR. HU;'J~lY. 'r( '-, mea.n :he actl.e,l --

lm. GO"D:':1 EIN; Yet

IIR )iU' p,p Y : cor1:ractot'? to.

MR. GOl,DS1.t.IN; YOl re dan n r: ght., he did 1 t. BL

~O" tc

() e in ~'.t5~'Q-:: t~o. v U }: .Ovl h~.t

'R J U- ~ • lc.pbo,c TLnr e:~ hey !e:~"" 0

i. r ~.t
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~,R MURRAY: T12y "ere th<: enfineers.

~:R GOLDSTEIN: Right.

VR ADDISON: Senator, if I mey respond to you:"

~uestic n

VR GOLDSTEIN: ThC't's the re2son \'lhy. Th2y k,O\o]

"lhat the he1::' 'chey' re doing, in my opinion. These ot er

Jeople are just ~Je3Jing -t it.

~H JA'1r.:S: WeL', I'm 1:'( ling to give t ,em 2. o"por-

M, GeLDS.:!.', 1;1' s't-op.

I'm. GCLDS'[.::I!I: 01, ,nolo, I a, n' t ~eer, l,,::'ODg mal i

o that

11" •DD 'Sl)lJ . (";1 e '1ere rl"l fin~ i:-:t:> .

1,,, h J.6Ji: c .'EE'u

i1 ADlrrs )JT, G W sch ,i,:t c' tC' each of .{le:~ a

~. 'i. r) " ....•."'Ioy) a 81 t'l s 'ted 1_ cO:'1ci"l'-:lors \-1

,J CO {~"P() .' ..Icc 21 ',:he \ " e 3.L pJ ov:'. :Ie tv':' + 1
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iden~ically the same information -- the project schedule of

the entire work to be done ..

The purpose of asking for a proposal is to find ou.t

if they properly, or improperly, understood what they reoeived

and l'lhat their l'eactions to it would be, in -terms of their

offering their services to live up to the conditions of the

~equcst for proposal.

It is ,"lot uncorrmlOnthat they don't all identically

agree.

It's our responsibility, when there is disagreement,

1:'0 t1'y and decermine whe-;:her 0 not that disagreemen-t repre-

sents a complete an:l -thorough knowledge and understanding of

what's going on, or ,;<;ivesus some concern that there may be

some misin.ter'pre~ati,::>ns.

The chart that is in front of you right nOH, the

red bar:> indicate t;1," cash flow, :)y fiscal year, of the con-

s'truc.tion progra.n. /Is you can see, it is peaking in ''78/ I 79.

He find it difficul.t, and I don't really ~Iant

-to ge-t into individual discussions on others, because the con-

-tract before you is :Cor the Ralph H. Papsons Company. We

find i'e diffi cul,: -t,) reconcile .che 'day in which -this . rojec.t
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"ill be consummated out ,;>n'the s'treets, 2nd ,vork being done,

with the ma.npower loa.ding, which has itE peak a year before

and star'cs to drop off d'.lring the heaviest periods of con-

struction. And that was a factor tha't had to influence us in

our :(leview.

GOVERNOR MANDEL: Do you want to go ahead,

Mr. Hurray?

MR. MURRAY: I think this "Iill help to clarify where

the other Go'.lars are, be'tween the multiplication of "the

direct man hours and "the hour'" indicatec.

This is an abstl"act of Parsons f proposal. It Has

ma.de up of 1.261 million man hours, at about $9.00 2n hour.

It ca'Ile to a co,:t of $J.l,311.7,000 for direct labOl'. They

applied an 82.6 overhead factor, which equals $9,372,000, a

10 percent orofit, $3.3 million, of direct cost, for a total

proposal cosOcanel estima"ced cost for the work of $26 million.

During the Con":J.'act negotiations the contrac"t thilt

you have in front of you nmr reflec"ts what tVas arrived at dur.,

1ng the negotiations -- the man hours reduced slightly, be-

cause there Has an ,= ffort tha't they \>1el"eproposing °chat the

l.rrA wishes i...•email do:ninen"t i.n community rela-tions, activ:l.ties.
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and other things like that. So '~hey were ta,ken out.

Because the .time moved a Ii i:.tle bit, during the time

that they submiti:ed their proposal, and .Ihen i.t 100ked like it

Has going .to be awarded, there Has a slight escala.tion in the

per hour cos'e of direc't labor. The fina1 cost Has $11.569 mil-

lion, or it net incree.se in direc't labor of $222,000.

The overhead rate .Tas substantially reduced fr,?m a

proposed pate of 82.6 to 70.lf. It gave an overhead loading o.~

$8,150,000. That 70.4 percent of overhead is made up of a

composite of payroll expenses which aggregate 27.9. Tha't 1 5 a

direct billing against an hour of labor, and 'chen, depending

upon the type of person, ~Ihether it's 'technical 0'- there's an

overile",d burden of llit. 5 ,-_. or Vihe'cher it's suppor.t personnel,

h'hich could be s'teno/ cJ.epical, or' computer spectrum, at a rate

of 25, so i.t would be in combination of either one of these -_.

these two, or these two -- within this composite to equal 70.4.

So the fee was peduced from the $2,072,000 to a

$1,850,000, for a reduction f .62 percent, or $222,000.

The direct cost was re uce because they included

'chings that they're not going to have 'to furnish now, and

that's reduced the jirec~ cost by $703,000, or gave us a post-
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contract price of $24,134,000, almost $2 million under the

price tha.t they had proposed.

MR. GOLDSTEIN: All right. Can you give us a

comparison with the lovi bidder of $18 million plus, on the

same items?

MR. MURRAY: I don't have that with me, no.

MR. GOLDSTEIN: Oh, you don't?

HR. l1URRAY: Well, yes we do. Do you have --

MR. GOLDSTEIN: \liel]., doesn'"t somebody have ~chem

here?

!1R. HURRAY: the information supplied to you?

l-lR. GOLDSTEIN: I' ill asking you. I \'Iant you to put

it in ~che public l"ecord. You're the man here who's "the expert.

I ~jant you to give me "th" ccm})arisons.

MR. HURRAY: I'll have to gO"t c'. copy of it.

t-lR. GOLDSTEIN: \lie 11 , gc'c it, then. Just give it to

us for the record, here. YOI're, here, the one who's supposed

to be the expert.

MR. HURRAY: The figures that vlould be analogous to

this that Sings.tad, Kehal"t, Novcmber c:,no.Hurka, et al, quoted

Nero: 858,000 man hours, a composite r'2.t:e of $10.53, a total
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direct labor cost cf $9,031,000, a proposed overhead rate of

HR. GOLDfTEIN: Wait a minute. Just stop right

'there. That's better than $2 million lef's on 'that one item.

HR. MURRAY: Yes, for abou.t $Lf million -- or

$400,000.

MR. GOLDSTEIN: $9.031 million, as opposed to

$11.347 million. Is that right?

I1R. !1URRAY: That's correct.

MR. GOLDSTEIN: O!<ay. I just v!a,nt'co be SU1'e VIe

get it 1.nt:ha record, he:('e.

MR. HURRAY: O:<ay.

t1R. GOLDSTEIN : Fine. Go ahee.d.

MR. MURRAY: A proposed overhead rate of 65 percent,

for an overhead cost of $5,870,000, a profit rate of 10.2 per-

cent fOl'

MR. GOLDSTEIN: Well, nOl~, wait a while. On over-

head, then, their overhead is $5,870,510. Is that right, sir?

MR. MURRAY: That is correct.

MR. GOLDSTEIN: And the over'head for this Parsons

is $9,372,880.

rjR. MU:~RAY: That is correct.
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MR. GOLDSTEIN: That's a difference of better --

almost -- about $4.5 million.

MR. HURRAY:

400,000 more man hours.

except, for Nle thing, it has about

I1R. GOLDSTEIN: Ok2.Y. All right. But I'm talking

about overhead. Go ahead.

HR. MURRAY: O;cay. So they have a subcontracted

effort of $693,000, a direct cost of $1,538,000, and other

HR. GOLDSTEIN: \VeIl, l'lait a lP.inute. NOI., that

compares with $3,268,000, direct cost, 3S4, doesn't it?

MR, HURRAY: That is correct.

MR. GOLDSTEIN: Better than alrros.t 2,25 'times more

direct: COG't .•

MR. HURRAY: Yes, sir; it' Is.

HR. GOL,DSTEIN: viha,t do you mean by it? Can you

explain what dir,,,ct costs Cl.r'/ What a1"e direct costs?

HR. MU:~RAY: Yes, they're costs for "hich they

!:'eceJ.ve no mark up, and they can be their office rent, repro-

duction costs.

MR, GOLDSTEIN: Right, just routine things.

I1R. J1URRAf: Yes.
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M~. GOLDSTEIN: ~lell, Hhy would Papsons have such a

high cost, 2.25 times as much, as he o'ther firm? They'll

all be renting in Baltimore -- renting space, manpower, and

all ..that.

MR. HURRAY: Yes. The only .Iay T can answer that

is the .t~10 firms aaH that dif::erently.

MR. GOLDSTEIN: YleD" I mean, 'chat is something you

can put your hand on, the rentals of buildings. They're all

union firms, area't tley? They're going to pay the union Hage.

MR. MURRAY: \vell, they'll pay the wage that's in

the contract, right.

MR. GOLDSTEIN: All right. So, I mean, it's 2.25

times difference. $1,538,36S, as opposed to $3,268,000. Is

that COrl"eci:? I jus t .10.11'': to be sure I understand the figuras.

MR. MURRAY: Yes.

MR. GOLD"TEIN: Anc: you're reading them for your

records. Is thai: right?

HR. MURRiY: Righ't; same one you ':('e folloto/ing, right. '

HR. GOLDSTEIN: Okay, Go ahead.

MR. MURRAY: So they came up ,.,i-.:h a proposed price

of $18,975,000.
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HR, GOLDSTEIN: And this here" now, is $24,13l~,OOO.

MR. MURFAY: Right.

HR,' GOLDSTEIN: A differe ce of about $5 million; a

little better than $5 million.

MR. MURRAY: That is correct.

1'1R,GOLDSTEIN: And you want us to approve ~chat con-

tr'act costing $ 5 million more.

MR. MURRAY: Yes, we've submitt:ed i'c for your ap-

pr'oval.

11R., GOLDSTEIN : I see.

SECRETARYHUGHES: I I d like te, say something on it,

I think, because the basic diffel'ence lies here in -the number

of hours to do the job.

~R.. GOLDSTEIN: Vlell, can you explain \vhy -there's a

difference'?
SECRETARYHUGHES: I can't exr:lain why ~chat' 5 so 101.•.

This estime.t€, was made before any propose1s wepe received.

When yeu get fiv'; proposals in, c.nd th!'ee are wi-thin a close

range of each 01::161', and one is 'day belOlo/, I think, immediately:

you questicn whethel7 they understand the natm'e of the job and

the magnitude of -the job, because: to de this job, it's going
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it.

HR. GOLDSTEIN: re these qualified people? Are they

going to post a perforna~ce bond?

SECRETARYHUGHES: IvelJ., I'm no-t passing judgment Oll

.that, but it ceFtainly does indicate E orr,ething, and so does

this indica.te something, -too. You take that thing off. Ever:l

estimate of man :'lours, made in-house by the MTA, even by

Beclrcel, 1-7hich is wa.y high, had theil' peak \'701'1; load in '79.

That: s I-lhen mos'c of the com;truction was going to be. The

low estimate of hours by Sings>cad :-Ias over here before you

ever hit the high construction area. Again, I think it l.'aiSeE;

a doubt, do they l'eally understand the j Db.

MR. JP11ES: You mean the high points over there.

SECRETARYHUGHES: r e high poi-n.ts over here.

I1R. JAIlES: Yes, not .the 10\-1 oin.t.

SECRETARYHUGHES: And everybody else 3aid it I-Tould

be over hera ..

MR. ,JAMES: Tha-t doesn't make sense, really.

SECRETARYHUGHES: That indicates, again, I think,

some lack a f undel.'s~canding th." magnitude of the job a d what I 5
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going to be required.

I might also say -- because you're talkL g about the

,~hole ~ching one of the critical elements that kept "the

Singstad joint venture into the cut dOvlnto five, as I under-

stand i"t, was the Tishman finn, Hhich had a vast lot of

experience in here. Eu"twhen the specific proposals came in,

that firm l.1C!S only going to par.Jd.cipate in about 10 percen"t of

the "to"tal vwrk:, whel'e we had thought they were going to be one

of the lead firms and we:,~ecr.': 0" the ones tha"t had the most --

Tishman, as a matter of fac"c, indicated they wouJ.d assume very

little responsibility for the total job.

MR. ADDISON: Well, I think that's a very important

f2.ctor. As the Secretary has said, in determining the five

finalisJcs, based on the material that was sent in at the time

of request for interesJc, and discussions t'ii th "the various

gr oups e.s they carne in, \-Iewere quite impressed Hi-th the

capabili ty of a member' of tha:t joint venture -- the Tishman

firm -- because of their very heavy construction background,

their very heavy experience in similar kinds of vlork, and that

t'las very powel'ful in .ter,,'s of oup dete:C'mining -::he five final-

ists.
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It was, howevel', l.'a'CheX'd5,scouragine 'to note that in

the proposaJ., their effOi~t \~as minor, 1>]asnot or;.ented, at aLL:.

to the construction effort, the mO;''1itoring of cons.truci:ion,

field work, at all, bu1: str:i.c'tly a P1'Oject co"trol management

infol"mation sys~cem, fQ)~"hict., the consequences of their work,

'they Here no-t going to have any I'esponsibili ty.

MR. JA~iES: Hell, I') a was going to do the Hark? If

the Singstad finT. cr the Tishman consor'tium had got the job,

how I%uld th(~ Hark break do',m?

HR. ADDISON: The work broke down-- and I don I t ha\l."

it righ-t.: in ::ront cf me, here.

SECRETARYHUGHES: ItlhiJ.e they I PiS looking it up, I Id

like to point out Eomething else, too. These overheads that

you see on this Che-Ft ar~ directly related to -the direct labor

cost. That's 'the I'ay Io/ith everyone of these cost-plus -- -Ch8

fringe benef:::ts, lcbor burd.,m, ane'. so f01'th. So, the most you

h8.\le he1"e, the more you I re going to haVE: in your overhead bur.-

den. Right, Bob?

MR. MURRPY: Yzs.

..

SECRETARY HUGHES: So, if you go on this basis, alone,

but it I s actually going -Cote.ke -the 1,295: 000 haul'S -to get the
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job done, I"hat becomes cl'i'tical, then, is your direc't hourly

rates, because it's all going to be wrapped up into 1,295,000

hours, if th&t's Hhat it: takes to do the job.

MR. GOLDSTEIN: Well, that doesn't make sense.

Bechtel's overhead Has $5,990,355, and they have mor,,- hOll'S,

and so what you're saying doesn't make sense. Bechtel's over-

head lias $5,990,:355. Pal'sons' is $9,372,000. It's right here;

your figu.res.

I1R. MURRAY:Yes. I' 'Ie "tried to poin't out that that's

an unescalated figure; that they failed to

I1R. GO"~DSrEIN: I don't car if 'that's une scalated.

Bechtel is one of the gr'ea'test companies in 'the Vlorld. Hell,

they built tLat pOH~r plant dmm in Bel'timore COl!nt~, and ove1'

'there 'to Galthe!''3but'g. I't' B a vlOrld-lvidE corporation; 'they

knoVlIvhat 'the hell they're doing. They' r e the most successful

i:, this bw,iness, righ1: in 'the United Sta'tes, apen I t they?

SECRETARYHUGHES: ~~hepoin't, Leuie, is that what

you'l'e looking at here, ';he6e hou.rly rates go ';;hrough the Vlhole

five-year p"~I'iod, and the escalations that are going to occur

in those rates 'thr'ough the five-year per-ied.

Tnc gechtel submission didn't put in the escalation.
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That doesn't say they're not going to ge-t it. They jus-t didn't.

put it in their prcposal.

HR. GOLDSTEIN: Well, you know it's a reputable

firm. But their overhead here is only $5,990,000. Parsons'

is $9,372,00U. Parsons is higher than ~ny of them, except

PBQD. I don't know who in the hell they are. They're

$9,695,000.

MR. ADDISON: If I may, I'd like to now respond to

Senator James' question.

MR. GOLDSTEIN: Well, can you wait; can you explain

that vast difference in overhead?

MR. ADDISJN: I think the responsibility to explain

the differences in these things, were the responsibility of the

proposers. 1'ha-t's .Ilhy there ~lere in-terviews; i:hat's Vlhy we

\~ent throu.gh their :naterial.

MR. GOLDSTEIN: No, but they've got -the money here,

and it I s less money, and you 're going ahead with -the high over'-

head. I think i-,: f s up -toyou .toexplain i-t. It I s up to you

-toexplain. You Ire the man running the show. And I want you

to justify -tome ,.hJ you're going to spend $4 million more

for overhead.
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V-R. ADDISON: 3ecause't isn't --

MR. GOLDSTEIN: And if you don't, I'm not going to

voi:e for this God..damned contrac.t, I can tell you thai: right

now.
MR. ADDISON: This contract is not a fixed dollar

amount. It I s going to be paid on the be.sis of the effor-t put

out over the lif,,, of .this proj eci:, basicc,lly bui.l i: up on pay-

roll. Because i:he overheo.d is a percentage of payroll. All

of these things are buiJ.t l\j) on payroll. If

GOVERNORKANDEL: But, nOI</,aren I t you get-~ing 'co

the real heart of it? Isn't ~hat the essence of it? Doesn't

the MTAcontrol .the number of man hours tha-t are involved?

MR. ADDIS)N: lye control the nl1mbe;~of man hou,:,s

GOVERNORi'1ANDEL: Ri.ght.

MR. ADDIS')N: 1:0 the ex.ten-t that, if there are

inadequate meln h.our.;, ....le're going to demand more services, and

we're going i:o 2.sk .for more mEn to be on the job. And then,

if you .take the m:'iginaJ. proposals, and you refactor .theTJ

not on their doLlar figUl'e, but on Hhat it would be if \</6said

I don't care who it is -- they're going to put in 1,200,000.

Wha.t happ~ns? ThE:.lhole picture s if.ts, and I-Iha.t is
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aT. appa~ent: :Low, is no l?nger a 10'.1, at a.ll, and I think that's

't}-"emore realistic si tuat:~on 'tha'l; will prevail.

~e're going to have to insist that there be people

Ol:i: on .the construction inspe.ction, doing these 'things, when

H,e work is going on, and, if they 1 re not there, we're going

'I:e,demand .that they be there. And we're going to pay for 'I:ha'c,

in the long run.

Consequently, in spi,te of what the Comptroller has

sc,id, :::1: I s not going to cost $5 million mor'e. That I s a logical

cost. If th(~ o.they' contrac'i:c.:C', according to .their proposal,

he.d to pu.t in tll"l: effor'c, tLeir p1'oposnl ",'ould be higher, and

it .,ou!,d ha.ve cost liS signi:fi.cctn.tly morE.. And that I s ~i'hat we 're

cc'ncerned c..bout.

MR, GOLDSTEIN: I can't understar.d that kind of

ad thmetic, rays:'!If . Maybe I don' i: knOlvanything about it.

MR. JAMES: WeD" i.E I interpret what you said coy'-

r€ctly, you don't 'think 'chat Singstad ca.n GO 'the job for

858,000 man hours. You feel as though they Hill ha'le to

put in 25 percent more mall hCllrs, and, 'therefore, the ul-timate

cost "..lill be gr-eater.

MR. ADDISON: T thi.nk that \~e cannot accept that 'chis
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\>70rk, knm.l:i.ngwha1:' s going "co be done, ';he number of contract

Pl'oj ec.ts going on simultaneously, and the efforts that have .to

be put in -- we can'1: accep"c that it would be 858,000, and it

\wuld have to be more in the vicinity of 1.2 million. And we

ana somewhat bac}:e( up by the fact that most everybody else

ag)~ees "Hitll '.IS, :.ndependently arrivi.ng a':: i:ha't kind of a

Bu":, Sc:natmo, I Id like to ge.t back to your question.

In .that j oin'~ venture, the Si,ngs--r:ad, Kehari:, November and

Hl'.I'ka pe:~cen.tage .12.5 4.5 perCE,nt; Tishman WO'.S 10; the Hueser,

Rutledge, VleJl"tworo-thand Johm;ton l<las 9. Then they had sub-

cc'ntrac.tors; Baltimore Contl'actors, 30 per'cent; a firm ()alled

Soil and Rock, \Vhich is a --

NR. JAMES: Thip"ty -oe:rcen't of vlh",t is the Baltimore

Contrac'tors?

MR. ADI)ISON: Thi:C'ty percent of the i:otal.

MR, JA~ES: I see. Go ahead.

MR. ADDISON: Exc,"Eding the combination of two of

the membe.s of the joint venture. Soil and Rock, 4, and a

firm cal1.ed f;yn'ceI'ra, 2 percent, Hhich c.dds up 'co 100 percent.

M:R. JA~ES: Is tha.t in here?
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HR. JAHES' I just coulc~n"c rEIT,ember. Wha.t page is

'era'L or? Can you tell m_') : 've Leen trrough ~.:ha.t, 'm: T

l,..:Cnit -r ,-men.ber e ve 'ythin,~ 't.1e t S if' theL'e.

l'iR. ADDISON I'i: I s Exhit i't 10, Attaclunen'c D.

G011ERNCR '1f\WE.,: Look vie he,ve --

l'R JA ES: DO"d P~rson~ have -- eXCUS2 me I'm

sarro], :::ovE.rnor

G PERNO" !'IDE I Via going to sugge.'r., Ie he ve

some ot e~ Jeop L~ .12 ...,,=~ t l-:L :-ll1t co be }lei rd on ~his

1-'R J IES. YE.'

G 'ER UR VD~.' P d ~. co~!~Le ar~ujpg .11 (ay

J" .,:':...... JJ 1

SECRE'l'1'.:'.Y-lUCE::: ,

~~;D;",

G VE~,C', 1,\.DEc.: R.ght '.lad t "Ie 1 "C ~.l' r ar from

C 3<:: ::: •• 1t:J..""' peep . , Cl, a~ l:.ast le't to' r. 8"t '") :> froT: h ~"..0 - , l

S ;:REJi '1 GRfS ' l"f~ j lS t 5i J "g Y U ',he br'_aJ.

e. . .J '-Pi. c ,..,-f" s ,E 51: 1.., ::. :> .'''e o' hgr,
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Goldstein, you asked a question

abol.lt .the overhead costs.

HR. GOLDSTEIN: Yes, sir.

MR. ADDISON: And, agai~, these things have to be

carefully analyzed, Vlhich ~;c .tried to do. You' IJ. noi:e, on

that J.i"ll~ge sheet .that Iv~ Vle)~:= referring to previously .,-

l1R. GOl.,DSTEIN: Ycr3, si.l~.

11R. ADDISON: -- tha't the rate of overhead in the

p:,~oposdl '4as G5 pei.'cent, right?

HR. GOLDSTEIN: YOIlmean th<,6 page right [.er'e?

I1R. ADDISON: Yes.

11R. GOLDSTEIN: YeG, sir.

HR. ADDISON: 65 p"rcen't in the proposal. Of course,

they o.}'e a:J.s() nmJ Forking on ~che proj ec'c end, under aud,i.t,

'their oV3Y'head is conside:C'ab:,y higher, so, onsequently, when

;Hl got dOlvn to aei:ual con'tract, and having to pay overhead

based (.n aud:i.t, 5,t vlouldn't have been 65 perc",ni:. It \-7ould

. pl'obab:i.y he significan'tly hi[;her. Vicwcre eware of ths,t foc"t.

SECl,ETARYHUGHES: Bob, do you I,mnt "to go throu.gh

~cheHe, quickly?

HR. i'1Urm/Y: These are the fii'ms that' are participat-
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ing with Parsons in -the consortium agreement, and this is their

percentage of participation: The Pa.rsons Company has 31[ per-

cent; I'e LiulV-Cather, about 18 pex'cent; Gilbane Building

C~mpan;', 15 percent; Robert Nash, almost '+ percent; Ru~nel,

Klepper and Cahl, 15 pel'cent.; Leon Bridges, 1+ percent; and,

\Vhitman, Requardt and Associa-tes, 11 per'cent. THO of those

firms are minority firms.

SECRET.ARY HUGHES: Now, the pE.rsonnel l...•esOur'ces: A-::.

the peak requirerr,ent, there ,-iill be 174 people involved. Of

those 171f, III are presently-employed. Maryland residents, 43

will be new local hires, and 20 will be brought in from Wash-

ington, D. C., or' out-of.-sta-te, -to staff the job. The break-

down by types are: 137 professionals, 38 steno and clerica.l,

c_nd 19 managE,ment.

GOVERNORM~DEL: Any questions?

MR. GOLDSTEIN: Yes, sir, on page 3, I-cern E, -the

MTA, -the Naryland Department of Transportation, and the Federal

Urban Mass Transit Administrative, ~chrough their respective

authorized repre:3entatives, shall, at all times, have full

access to the work being performed, under the responsibility

of the constr'uc-t ion manager. How about the Board of Public
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v1c,rks?

MR. MURRAY:I think the Board or Public Works

SECRETII.RYHUGHES: It's all right \-lith me.
•

I'!R. GOLDSTEIN: It's not in "there.

GOVERNOR~lANDl:L: Can He hear from some of the o"theY'

pEor:le --
HR. GOLDSTEIN: Right.
GOVERNORMANDEL: -that are here, and then we'll

g<;'t back -to "these .

•ludge Carter, do you Han"Cto be. heard?

JUDGECARTER: vlel!, I don't know "that I 1f7ant to be

hE.aTd, part icularly. I'm Judge Carter, retired, about to be

reinstated, I "take it. But I abstain rl"Om voting, not because

I h:Jd 2.nything par-ticula:"~ againsi: the recommendation, bu.t I

felt, as I told the Board the day before at a meeting, that a

let of "these questions could come up. Some of them you've been

kicking around here, "chis afternoon. And Ii'e' d heard that at

least one of the bidders, Si~gstad or counsel, would want to'

be r.eard.

I "chouglrt they should have beEn heard; "tha.t th,~ mee"c-

ing sheuld have been Pos"tponed and tha.t "they should have been



as you, gen-tleme!1, know; you '1'8 all lalVyers

45

you hear the

case, hear -the c'lidence, and you say~ well, my decision:i. fol'

the plaintiff; nOvl, what do you want to say about it.

l-t doesn't fOl:~OV7 ",ith my exper'ience and my back-

ground. I thought they had a righ-e to be heard, an , foT.' tha1:

reason, I abstained from voting.

I still t;1ink -,;ha-cthe rules have to be changed, and

a lot of this trouble might well be avoided in the future, and,

basically, that Has my rea_son for abs-taining from vo'cing.

As I say, I recognized some of these questions that
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you've been asking; not all of them. I'm not an engineer; I

haven't had the experience in this field that you, gentlemen,

have had, but I did recognize some of them, and I thought

they should have been -- the counsel for the bidders, the los-

ing bidders -- should have had a right to come in and tell us

why the recommendation was wrong.

Alld, incidelt"tally, I .thought, too, that they should
I

have access to all the da.ta upon Hhich the recommendation was

based. They didn't have tha-t, and. haven' -t had it since, and

I think - - that's Hhy He' re here, .today; one of the reasons.

!: think the:i."e' s the petition that they wanted to file before

OU1" board, is filed before you. They want .to be heard, and

they Hant their day in court, and, as I say, that was my posi-

tion, and that's why I abstained.

GOVERHORHANDEL: Thank you very much. Any questions

of ,Judge Cap-ter?

(No ~"esponse.)

COVERNORMANDEL: Is 111'. Perkins here?

HR. PERKINS: . Governo;c Mandel, Members of the Board.

COVERNORt1ANDEL: Hould ycu please give your name

for "the reco,:d?
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NR. PERKINS: My nalne is ThomccsPerkins. I'm' here

~coday - s attorney for the Singstad team, which is one of the

five finalists in this competition, Hhom I am glad to hear

Mr'. Add.ison refer to, in h;.8 :C'emarks, as being qualified for

this work, because I think 'that settles one of the two mattel'S

that's before the Board here today.

I ~~ec()gnize the la,t'3ness of the hour" and I \~ill do

my best "to be brief.

I have submitted, "(his mornin€:, to the Hembers of

the Board, a le'cter' which, I .think, fully sets forth' ou.r posi-

i:ion, and, Ml'. Heubeck, I assume that wi],l be par't of "che

recor'd of these proceedings.

As I said, I1r. Addison indicatE,d, and, r think, from

the submi'tta:1. we' 'Ie PU"t in, a:.ld from thd.r own judgment in

put"ting us in the finals, that i't' s very clear that we are

qualified to do this \-IOl~k.

The concern he expressed, hO\-1€.ver',I find incoilsistent
•

I.ith that s"t,'1tement, and I qu.ote his Hords, 'that He will give

"significant less effort" to this job.

h'ere He a,/al'ded this job, we ere bound to perform

"the very sane contract i:ha't Parsons is required "to perfo",m,
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and our reputa-tion, the reputation of th partners in this

venture, of Singstc.ci., who, I'll'. Goldstein pointed out, has

fif-ty yea:('s experience in this kind of >lork, or the Tishman

f:i.rm, .Ihich comes to this v,mture, not 1:0 do the detail work

in -i:his job, bu.t, o_sh'e point out on page 3 of OUl' presenta-

tion, to do the very highly-skilled Ncrl:, the project control

managemen-t system \wrk, which is ,'lhy they were brought into

-thio; joint ventu:C'e c.nd \oIhich is \"Ihymemhers of the MTAhave

conffilcnted favorably upon their abili-i:y -i:o perfox'm, and the

other members of the ven-ture tha"!; are laid out in the presen-i:a_-

ti,on 'that .le make to you today.

No,,;, I've only hea;~d one concei'n of -the MTAthat r s

beea, really, b::,ough:t 'to your at~cention, and that deals ,-lith

toted man hours, ar,d -they've shotm you an ",wful lot of chal'ts,

and you C2.n make the se number's say almos"c any"thing. Listen-

ing to -the dialogue that I s been going on, I think tha't' s evi-

dent: •

Elu't loot me ".:ell YOl~a number of l'sasons, possibly,

why our numbers are 10Her, 3.nd then, fin?_lJ.y, s'ta~ce, I think,

the I'a'thel' obvious reason.

First of all, Parsons did not project the use of an~
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subcontractors. He proj ected 'the use of a major subcontractor

and, therefore, those hOU1"Sare not in our hours tha'c were

shown at the top of that chart -- the 850,OOO-odd hours, or

whatever saw shown.

If you factor those hours back in, if you factor

secre'taria1 and clerical hours, which we've shovln as being

paI"c of our overhead, we can come ou't and we can show you a

lot of numbers; 'chat vie can change our numbel's around, as

Parsons, of course, did in negotiation with the MTAafter the

bid process had closed, to get to the contract that's before

you. VIecan change our numbers around, too.

But we've been in this business, as has been pointed

out, a long time. We feel that this job can be done for about

four percent of the construction cost. We are very firmly

commit"ted 'co that, and we think, possibly, 'che1'e is a little

feirtherbedding going on Hith some of these hours, and we 'chink

if you buy 1,200,000 hours, you're goi g to get 1,200,000 hours

whe'cher you, really need 'i:hem, or no-.:. And He don't intend 'co

do tha'c.

I~e have said in OL,r presenta'cion tha't tVe are firmly

commit'ced, no't as an est:ima- e, but as an upset figUJ:,e, the bid
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that: has been submitted by this firm.

He will make one further offer here, -today, -to try

-to deal hTith the concern that: 111'.Addison has expressed to

you.

If you look at 1:h.oocon-tract tr,at' s been submitted,

\<Thichvaries from the contract that ~las bid, but not in any

me:terie,l fashion, on page tf, a topside r,our figure, not a

dellaI' figUJ?e -- it's now exv~esscd in terms of man months,

re.H:er thar. man hours -- is Eot forth or, page l+, in the area

of performance of the contract, and that number is 7,234 man

months.

If you alloH us to include in our -total number of

hours, our subcontractor hour s, vIhich ie only :~ai1', beCal.1_Se

tha~.: puts us on a pari-ty ~Iith ParEons, Ke will go to tha-t

ceiling for you. He vlill go -~o that ceiling for you, and 1'e-

Iieve! any concerns tha-c I1r. Addison has that we':ce not going

to pu-c -the proper effort in-:c this job, but we Hill still try

to give it to you at the 10hTest pas sible price: and, the;."e-

fore, ,;e will sign this contract •.lith that understanding, and

vIi th onJ_y t,-;o changes in the contract, and that 1 s on page 6.

\'Je \-7il]' give you -th,~ job for the fixed fee, and
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anybody buying this, buys at that fixed fee. That's not

subject to adjustment.

We ~1ill give it to you at what we quoted to you,

which is a little over $1.5 million. Now, there have been

subsequent negotiations with Parsons, and, where the MTA was

partially successful, they got Parsons' fixed fee dmm from

$2 million and changed to $1,850,000. But we'll stick by our

original offer to the stat's, and that is over $300 ,000 10~ler

than what you see here today.

And, as far as estimated cost is concerned, we will

subs.titute "the number that we showed .the state in our bid for

this job, and WE Ilill continue to be cOlllITlittedto do this for

what we consider to be a reasonable amount of time to do the

Hork, based not on a guess and a golly, but based on years

and years of experience in doing this k:Lnd of work.

And He Ire prep 3.red, today, .to sign' the contract with

that understanding on man hours, at the reduced figure that we

quoted to the state originall when ~e b:d this job.

I have Mr. Hurka here '",i.thme, who is a principal

of .this firm. He's no.t from California; he's from St. Albans

Hay in Bal.timor,,,,c.nd I .think our local participa.tion -- those
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figures have been, you knoH, sort of at the eleventh hour

te, try to ShOH parity with "the group that we have. That's

not a factor for consideration, but we're from this state,

and we're proud to be from this state, and we think we can

do this job because we've been doing it well for many, many

years.

So, unless the Board has questions, that's, basically,

our presen"tation.

MR. GOLDSTEIN: Governor, may I ask him one ques-

tior.?

GOVERNOR ~L~NDE1: Sure, go ahead.

MR. GOLDSTEIN: A very simple question. Did I under-

stand you to say that your company, STN, can'provide the same

7,231.1 01" 36 man months of e:.;fortfor $1 .9 million that "the

other company's charging $24 million for?

MR. PERKINS: If you include all of our man hours,

including the subcontrac"tor man hours.

MR~ GOLDSTEIN: And the.t wou.ld be a firm price? You

wouldn't ask for any overrides, or any cverruns?

NR. PERKINS: \~ell, the same overr\.lnSthat are set

for~:h in -this con~:ract. You know, we'd be bound by those very
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ove:~x'uns. r't' s a GO-month proj ection going for

MR. GOLDSTEIN: So it's appro"imately $5 million

les:;.

MR. PERKINS: That's correct.

HR. GOLDSTEIN: Hell, that vlOuld build about five

miles of road down in the country, Harry -- a nice five miles

of r'oad down on the Eas.tern Shore and Co.T'oline County.

HR. JA~ES: It's fla.t country.

I1R. GOLDSTEIN: Flat country. DOvm on the Eas'tern

Shore, it would Duild five miles .of good roads them people arc

crying for d01-1D'there. You e y you don't have the money.

MR. PERKINS: lie don't think it I s going to take 'tha.t

many man hOUl"S, but ',Ie \.Jj,ll make that commitment.

MR. JA~IES: A cOllp13 of 'things --

MR. GOL:)STEIN: Ju.st one seconj m re. And, in o'ther

H01.1da, you vlould acc(~p.t the sane "terms righi: in "this contr'act
.' ,

I have in my hanc, here) right now") -tha.t 'vas submi t'~ed, for

$18.'.J'l1'_ ffi.l.,_1.0n.

MR. PERKINS: I'lith only tHO changes. He'd lower the

nunbers on page S.

l1R. GOLDSTEIN: Right.



HR. PERKI.JS

5

That i S all we'd do, and lVe'd have a'

ur.del'stancling 'cho't on rna) hoc's, ','e havE a par:'. ty vd th tne

Pal'EonE tic beea';s\? PaJ'snns (i dn t 1: have ~ubeon'!:raeto_'s and lVe

did tl"t cu~, subccntr'aeo:ol' ITa,n hours gc into 'tha't 'TI In ,nonth

figt ~e -.

~P. GOLDSIEIN. Oka~.

!'R PEF'<INS: -- ttct'd projected on page n.

}R. GOlDSTEIN: Ane you claim you're qual~~ied.

Yeu \ ere one of tle five ::;el(cted, ane you're quali:f'~ed to do

(Ju )-nOI'1, I do')' t like to '~oot t;'le

- .:r ~t a"7"'e Of' :--C1ee 2 an 3

~,'" . GO', )S ~T. "N: I r2ad those

h. PL,'<I,S' 3ct 1 don' 'c tl': ~k t lat. s ~n eliSP' '~e

o • 1

1i:( GC .. )S P

,.., .. '.""-' (._~
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fiee -- and. 'to get the state the best dollar value, assuming

quality, and we think we've cone that.

HR. GOLDSTEIN: In other word~, -- see if I under-

stand you -- what you're saying is that this company, low

bidder, qUc.l:i.fies under 'the ~.tatute, meets all the terms of

'the ste:cute ;,n the long :0un

MR,.PERKINS: That's correct.

l~ ' GOLDSTEIN: -- and it's atout $ 5 million less.

O:,ay.

MR. JA:'IES: He:Ll, cne thing that seems to dis.turb

the Mass Transit Adminis'cration is that your ppincipal part,:Lci-

pan't, TisD..man, i 3 only devo'i:ing 10 percent is only assuming

responsibility for 10 percent of the contract, as against 33

percent for Parsons. That's the first thing'I'd like ou to

comment on.

111<. PERKI.'l"S: Hell, okay. I tried to deal with that,

bl~iefly, in my rema!'ks, but I thinle weIve also dealt I.i th i'c

on page 3 of the pr~sentation. Tishman is being brough't in

for a very technical specialty that they pioneered and

develop3d world-I~ide. It liould be a waste of money teo use

Tish.l1an for rout:,ne inspection se,:,vi::es ',-Ihere, as we indica'te,
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He :t:,:;>opose.to use Eal timore Con'trCl,ctors, .Ihich has more

expE.rience in this loca.lly, probably, than anything else.

But 'they're being brought in'to 'this job to be :('esponsible, as

I sey, for moni1:oring the p:::,ojec1: con'trol management system,

•.lhieh is "ehe "hole technical 'thing of me.king all the pieces•
of the construc'cion I~ork fit t:oge"cher, and this is a critical

area to the effective pe~for-rrance of the management services

con'cr--act. Tishman has an i.1.ernational reputation in this

field and i tn pres'cige is on the line. Tishman isn "t lending

its name 'to this contrac't i th-:;:y're very much a, vi'cal part of

'this, 2nd the 10 percent is I,hat I~e feel is a l"easonable esti ..

rna'ceo 'co do this \,jork.

Parsons is using Gilbanes for the same sex'vices.

The Gilba,ne peI'een'cage of -the Parsons con'cJ:'act) I believe, is

in the area of J.I.~ pel"Cen'C, so there's no real difference there.

I mean, that's a paper tiger.

MR. GOLDSfEIN: Gilbanes is frem Massachusetts.

11R. JAl1ES: NOt-i,we've heaI'd the conce:t'n of 'the

Mass Transit Admini3.tJ~ation concerning \\lhen "this .ob reaches

its peak. The cash flow indicated -- the chart, there --

GOVERNOR11ANDEI,:Yss, let r s get that other chal"'t.
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NR. JAI1ES: Let' s g~t ':h3.t other' c a:('t up there.

It seems to me ':hat --

GOVERHORHANDEL: That I s the one thing ._-

HR. PERKINS: TherE, again, it's a function or the

.Jay the 'tHO differen't propose.ls Here prNJented.

MR. JAMES: Well, how are you going to reach the

peak in llOl"k .Ihen your cash flow is at a la.ter da'te?

HR. PERKINS: \vell, the peak in work is when we would

be r'elying most heavily' on B[..ltimore Contractors, our subcon-

tl"ac:tor, ":0 do the inspectioL of the act:lI.al driving of the

.tt'nnels, and the actual "lOr)( in the tunnbls, and. that 1 s not

reflect:ed in OUi" peak chart, because 'thE.Y'l"e no't a member of

the join';; venture; they are subcon.tractC>I's. So if you factor

in their .timl~, then VIe'I'e seeing the job 'the same tvay, but,

at that poin';; in .time, inspec.tion services, r'a'ther than

engineering ilnd d. sign services, which ~;ingstad perfOl"mS or

.the ';;.2chniea:L seL'vices Jchat 'lishlllan performs

~iR. JAMES: Do you mean to say 'the char't .Ias

developed on different s'tandC'r'ds?

MR. PERKINS: In m' understancing -- and I've been

'trying to master a lo't of ';;his presentation ; it's sometimes



.59

herd to do.

with you?
GOVERNORMANDEL: Do you have &ny technical people

MR. PERKINS: Mr. Hurlea is her'e.

GOVERNORMANDEL: We're lawyers, but I'm no technical

person, and the one thing that I'd like 'to have oln answer to __

MR. PERKINS: In my understanding, that's the answer

to tha't question, but it: s possible Mr. Hurlea .__

MR. ,JPJ1ES: Chclrts affle me, usually.

MR. PERKINS: Any further

GOVERNOR&4NDEL: Do you have any questions, Louis?

MR. GOLDSTEIN: No, he I S answered my quesb.ons.

MR. JAl1ES: If you add your subcontractors in, how

many more hovrs does 'tha'[ give you?

MR. PERKINS: ~lell, tha'c' s hard to say. It: I s not a

significant factor in that figure. It was our soils people.

ThaI',,: s possibly .,mother 100,000 hou::,s __ something lilee tha~c,

I 'chink; of that :1d'cure. Thi, is gu'~ssvlOrk. You're talking

about five yeal:'S -- more than five years. These bids have

come in. They 're in diffel'en't propol~tions. You go up to

1. '7 ini],li.on wi'ch Be(~htel, bu.t 'the Board cer'tainly knows when
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i t at~ar'ds conventional cons-::ruct:;.on contx'acts, the variances

can be 200 or 300 percent.

SECRETARYHUGHES: Hay I ask a question, Governor?

GOVERNOR!1ANDEi:.: Yes, go ahead.

SECRETAY HUGHES: Because it's a revelation to me.

If r u.nderstand :'1r. Perkins correctly, he is saying -cha.t in

the proposal th~t was submitted by the Singstad joint venture

",.nd, I think it is impor~cant to remember. that ,le have to l"ely

on the t,Jri t.ten pY.'oposa.ls that are submitted to us; that whole

pl"oceduy.e relies on that, and when you start varying frorr. -eha.•:

at a la.cer date, yo'.! get into trouble. Eut, as I undel"stand

",hat l1:c. Perkins is saying, is that the final proposal that

was submitted by.. the Sings.tad joint venture, and the estimated

number of man hours of 858,000, did not include any of the

subc()ntra(~:tOl:'S•

MR. PERKINS: No. It did no.t include. the one sub-

contrac.tor that Has sho,m, T'lhich, I .think, Has 600,000 or

700,000. That's Item 1. Ite~ 2

SECRETARYHUGHES: I'm sorry. I don't understand

.that.

NR. PERKINS: lile:l.l, I don It knOl.1Vlhich of your
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sheets, but on -:he one 'Chat I s an attachment to the book, \<Ie

sho\<la subcontractor ._- I think it's our- Rock and Soil people --

at $600,000, \<Ihereas Parsons ShOHSno subcon.tractor --

$ 693,000. and, at $10.00 an hour, .that I s another, roughly,

70,000 hours. \'1e have, in our oV6rhea.d, clerical man hours

and .that could just as easily have been sho\<lnas direct labor

and then reduced the overhead item. There.are also other

reviews ;;e made which indicated for surveying teams, we indi-

eated a team at cne perso'I, when i.t ' s reC'.lly .three people.

We had Robert l1ayo, who is a !-Jell-known consultant in "chis

area, \>:ho, I think, people kno\<ling tunnels are familiar -lith,

reviel'; all of 01.\10 records on this, and he' caine out very close

to the estimate vie had.

So it's maybe another 100,000 houps \<Iecould have

shoun in there, IoIhi-:,h\<Iould put us close to 1 million hours,

as opposed to 1.2 million.

GOVERNOR ,1ANDEL: \'1ell, 1'm not in.terested in people

shO\'/ing hours. I:m interested in IIhat's going to get.the job

done and I-/hat I s it going -to cost.

MR. GOL')STEIN: Right. In other words, construction•
manageps is something neH. r-t t s juS"t been innovated in -the
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HR. PERKINS: Right. We have

l-lR. GOLDSTEIN: To assure "the prime contractor is

honest; h,~ puts in this stuL' that! s supposed "to be put in

for quality cement; and he digs the holes right so the tunnels

V/ilJ. meet.

HR. PERKINS: Coordinates the job.

I1R. GOLDSTEIN: Coordinates th., job.

HR. PERKINS: Give,; field Ol'del's.

tIll.. GOLDSTEIN: Right. So, ill other vTords, he! s

l"eally Cl cost-plus man, Hhen you come r:.ght dm.;n -to it.

HR. P::;:r,KINS: ~Iell, I think the s"tatute forbids C.n

NR. GOLDSTEIN: Hell, "chat! s vrha1: it amount s to.

In (,theI' \,ords, yo\:: ve gO"t cc'st-plus, if yo X'e~.dthis "thing.

I'v<;, read it about thre. tirrw3.

MR. PEEKSIN: Well, I think thnt is --

HR. GOLDSTEIN: Anc, He're goir.g "CO pay him $2'1 mil-

lion "to see "chat all these contractors •... the gen"clernan, here,

from Si:. Louis does his $!fl million coni:z'act right, a.nd another

guy does his right, and so fcrth and so on --



63

MR. PERKINS: \veLl, I think Secretary Hughes --

MR. GOLDSTEIN: -- so when the tunnel is completed,

eight miles, everything fits, and the trains are running on a

track that's even -- is >cha"~right -- and elevato1's are work-

ing? Is that correct?

MR. PERKINS: That's correc.t.

MR. GOLDSTEIN: So they tvon't have the mess "they had

dOlm in San Francisco when the God-damned train ran off the

track.

MR. PERKINS: But, as Secretary Hughes has s'id,

that's the ".Jay i.t W3.S bid. Ive are not changing our bid, but

,;]hat we are saying 'Ie' ve said in w:d.ting, in one respect; .tha'i:

for the five-year life of .the contract, we'll give you the

full perfonaance and our bid wi~l be a ceiling; or, we're

saying we ~.IiJ.I, in the al terna.ti ve, pro'} e either Hay, our

good fc.i th in .this thing; that we Hill give you up to >chose
•

number of hours again, or for the same kind of a package that

Parsons is Pl"Ojec'cing, if there's any concern lVith .the iiTA

that tve' re going to cu.t corne:cs. And, you know, my people

take that a J.ittle p-:rsonally, bas\~d on their experienc~, just

because they've com; in w:1.>cha IO'ver projec"tion, which is
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based on the considerable collective experience of 'the team

in this kind of Nork, that they're to be penalized for doing

so, and 'their bid I s to be thrown out.

I'lR, GOLDSTEIN: Die' Pa sons lolork on the one Ollt in

California?

MR. ADDISON: The EARTsys.tem? I don I t believe so.

MR. GOLDST.EIN: He didn't?

MR. ADDISON: No. If I may, ~'.nd I don I t Han-i: to be

argl1menta"eivc, bu't I 'm hearir:g figures a.nd information tha.t I

find inconsistent, and I thir,k the Boare. of Public ~lorks

deseY'vE-s 'to J:nml.

I beE.eve Mr. cl'Jcins indicated that "ehe Baltimore

Cont1'actOl's I eff,::rt !-lOuld be a.dded to -d..is 858,00 Oman 11')111's

MR. PERKINS: No, I didn't; no, I didn't, because

they were included in the 85S,000 man hours.

MR. AD::JISON: Yes, they \olere included, because

l"R. PE~KINS: Wha'i: I said lolas, \ole shOlved --

MR, fillDISON: -- when you show them together, you

come up ',olith the lB. 9 million, of IVhich t:he base man hour

effort is s"eill 858,000, including Baltimore Contractors.

MR. PE;mD/S: \'Ie have one subcon.tractor, and maybe
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1:'m putting -coo much Height on that one subcontractor, but we

do show one >Jubcon-tractor Hi th a dollar value close -co

$700,000, and, with an hourly ra-te in the area of $10.00,

'chat I s ano-ther 70,000 hours. That's the only subcontractor

:c Im talking to, and I don r t want to put too much \veight on it.

HR. ADDISON: I though'c the impressions migh-t have

been lef-t -chat -~hat 30 percent participe.tion was in addit:ion

MR. PERKINS: No; absolutely no-to

NR, ADDISON: -- to the char-t.

NR. PEF,KINS: No, but if you .rant us -to pad -the

hours, we're happy to do so. \o1e'll do anything we can for

the conti'act. But I just I'Tar.ted to show that He could have,

vli-i:hin the fJ~ame,,"orkof our bid, yo know, expi'essed -the hours

of subcontr'actoi's, cer-cain overhead items, in the direct cost.

\-Ie could lte,ve shifted it the othe:c way, as Bech.tel did. I

-i:hinJ<Bechte:'. shows you _.-

G01'ERIWR MANDEL: Let me ask you a ques-tion 'co get

it s'c:c>aight :'.n L1y mind. In erfcc-t, arc you saying to .the

Boa:cd, that -i:hat figure up -there of $18;975,000

are willing to take the contract to do the job, as it's out-

lined by the 1-ITA, f~r 'chai: flat figure?
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~~R. PERKINS: If you include -- well, that's a minor

item, but, basically, yes. that's correct -- isn't it? My

note says, we IJill sign this 'contract for $18.9 million.

MR. GOLDSTEIN: And meet all the requirements of

MTA?

MR. PERKINS: Tha't' s correct. IVell, we' re bound

by 'the contract there -- the scope of ',[ork is set forth --

j us't as any o'ther bidders in this job.

HR. GOLDSTEIN: Okay.

GOVERNORMANDEL: Are there any fur.ther questions of

Mr. Perkins?

(No response.)

GOVERNOWI.NDEL: Thank you vel'Y much. I think \Je

have 'I Hr. Eddy hc,~

Would you identify yoursGlf?

MR. STATTON: l1y name is Cha.,~lcs Statton, and I'm

going to be the lead--off fellow fOl' Be:::t•.tel; l'm Vice Pl'esident

and Division ManaG"r for the Bechtel Gai'thersburg Power Di.vi-

~ion, in GaiJcherslmrg, Maryland.

After a:',:Lyou I ve heard -this afternoon, one could

dr.=.H.the conclusion thc'.i: -'(here are no compe-cen-'c contractors
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MR. STP.TTON: It t '3 working, and it's saving every-

body hEre 2. :.ittle money.

l'iR. GOLDSTEIN: And i.c' s producing more electricity

t:::,an ar.y plant in the \.IO:~ld, and i.c reduced cost, so I kr.OH

damn I-Iell it's vlOrking.

MR, STATTJN: Thank you.
M:\. GOLDSTEIN: And I 0 .ly liv'e about six miles from

it, and I'm not afraid or the radiation.

MR. JANES: You pl'obably radiate more than the plant

does.

MR. GOLDSTEIN: Well, maybe I do; maybe I do.

(Lc.ugh.ter. )

l1R. GOLDSTEIN: By God, it's good somebody radio.tes

some thi ~g arc und he:~e. Thank God, I've got the abili.ty to
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GO'IERNOR MAJ\1DEL: Heither one of them are dangerouB.

MR. GOLDSTEIN: The.t I s right. Thank you., Govel'nor.

MR. STATTON: Bechtel is an 80-year-old family firm

• tha.t 's been dedica.ted, over the years, to the engineering and

construction business, and we've long thought of ourselves as

having a 10vl profile, but as we are most painfully aware to-

day, in any accomplishmen.t goal you hay _, thej~e is no such

thing as a low profile.

I have personally lived in thE, State of Maryland for

over si)cteen years, v!hen 'l-leb:('ought .the Bechtel organization

to Na.ryland, as we though':, if 'tie 'tlere e;oing to do \.JOrk J.n

thiG' ar-ea, i'; Has important that we becc-me residents.

tve cuprently have the larges.t engineering staff ~n

.the S~cc:teof Mal~yland. "Ie have 2,300 professional people in

tl',e Gaithersbu;~g office,

Sone of the vlork yell saw earlier in' the Bolton Hills

vlc.Sdesigned by the Eeclrtel group in Gai thersbut'g.

We.havE .the, somet,hat, outstanding position of

having the h:~ghcst bid. lir. Eddy's going to -calk to that

issue before we're -througIl.
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Weare currently invol'led in the RAMADAPl~Ojec'c for

.the DiEtrict of Columbia, and loll: were pa't of the BARTwork ~n

San Fro.ncisco, ha.ving a similar a~signmen.t as l-Iha'cwe are

talking of here today.

Wev;Quld expect to utilize .the."!:experience in the

conc.uc.t of this work, to inG}ude those people .tha~Lare assigned

~n Gaithersburg.

While we recog;1ize the technics.l services selec.tion

board tas been temporarily blinded by a mathematical scheme

of sel" ction, it does no';: follow that this Board, and the

taxpay'srs of this state, ShOl'ld fall victim to this distraction.

Bechtel, and its chosen partners in this proposal,

have, v:i-thout dOli t, .the best experience, a.nd we're seasoned

L1 dealing \.)ith Mal'yJ.and labcr.

\ole are opganized and staffed vd:;:h loc J. residents,

,md He' re prepa:('ed to serve the state's requirements in this

particular case.

These key factors, of course) we believe, wel'S held

from the Board in .thiE; piw-ticular presentation .to you, b .the

board.

I would like, at this time, to introduce Preston Eddy,
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Iolhowill talk to some of the points from that chart, and ,,,,ill

capitalize on some of the prior lssues.

HR. EDDY: My arne is Preston Eddy. 1'm an al'ea

managel' with the Hydro and Con-anllnityFa,cili tL3S Division of

Bech'cel, :Lnc. Until three ;.]E""ks'ago, I Has a r.'eside','lt of the

State of l1aryland. I'm nm-I in Califo:i:'nia, but I have lived in

Maryland three, sepal'ate timEs in thE!' last twenty years, so I

may be back one of these daYE.

In construction, a( in many endeavors, experience

is the best teacher. No amOl~ntof project managemen-cand

2.dv2.nce planning can avoid ccstly constluqtion errors and

delays if the organization a.r.d key personnel pel'forming the

ma,nagerrent an~ planning have not had the necessa,ry e::peri'3nce

to anticipa'ce the poten~cial rroblems in the field.

Furthermore, tne ccns'truction o'c a large, rapid

tl"ansi't system, in the hear-t of a city, is a unique ':ype of

p;:,ojeot, and experier.ce on SITaller proj E'ctS or diffepent types

of proj ects does not subs'ci tui:e fo:,:, exp,erience in other large,

mass transit projects.

Therefore, in Bechtel's opinicn, -the experience of

e, firm, in simiJ.ar projects, l.S the single, most importa"t
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technical selec'cion c~'itepia.

Having acted as construction TItemagerfor the only

two major rapid transit systems buil't in the last twenty years,

the Bay Area Rapid Transit Sys'tem in San Francisco, and the

Washington-Metropolitan Area Transit System, Bechtel is the

leader in this field of endee.vor.

Furthermore, the 'timing of the Baltimore proj eet is

such that Bechtel I-lill be able to transfer substan-tial numbers

of key experienced personnel direc'cly from the RAMADAproject

to Ealtimore-, thereby providing continuity in the la-cest

technology i.n the sta'te of the art.

Al'chough the selec'tion board recogniz,ed oux' lea,deX'-

ship i.n -this area, and ranked Bechtel first a.mongthe bidders

in 'the category 0:( expcr:;,ence) the board 1s evalua,tors used a

SOD-point rating system, which allocated only 12 points to_

expepience. This is..no more vleight -than given to small,

minor activities, such as, electrical installati.on and testing,

mechanical installation and sta~'-t-up testing, both of which

had 12 poin'cs.

Before I address the question of construction nanage-

ment os'ts for 'chis proj cct, 1: think ii:' s VIell to differen'tiai:e
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between the various types of construction management contracts.

They range £l'om siniply inspec1:ion sel'vices, where

-cechnicians oversee the contractor f s opeT'ation to ensure

quali ty contl'ol, to a full rc_nge of contl'o_ct management and

adJr.inistration services.

Our proposal includes the latter, encompassing a

significant amount of cosJc control and field engineering ser-

vices.

Construction management for the Bal-timore Regional

Rapid Transit System will be compensated on a recoverable cost

plus fixed fee basis; thus, direct costs, including salaries

and -cheir related costs, I.•il} be reimbursed only to the, ex-teni:

that -they are actually incurred. Indir€ct costs Hill be paid

'through an overh",ad rate se't by governmental audi-t, a__d a fixed

fee Hill be add''!d to -these recoverable costs.

Therefore, -the most impQ,~tant factors in evaluating

costs ar'e the bidders' unit man hour rates; that is, direct

cost, plus over'head, and his proposed fee.

The selection board indicated that it rated

Bechtel's cost proposal poorly because Bechtel's man hour

estima-tes uer-e higher 'thun -the es-timates of some other bidders
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and the estimates of -the MTA.

It has been our experience tha_t those Hho have noi:

•underi:2_ken simila.r' projects in the past, usually underestimate

the magnitude of the project.

He have given our best estimate of ,.hat we think the

job will cost, and we believe we are uniquely qualified to

I'E_cognize -the magnitude ':)f H_e project, imd accurately e,;ti-

m2.te its cons"truc-tion managen,ent needs.

Ftl'~thermore, tl1e me':')hour estimates given by the

bidders are only estimates, c_ndare not binding on the bid-

deI's, c_ndthere is no gual'ani:ee that the bidder with the lowest

estimated man hours ,-lill not actuC'.lly spend the largest numbel~

Hr. Addison art:,cu] ated -this very I-Iell. T11ol'e a1'0

going to be change orders al] the way through here. Tho:('o are

going to be changes in schedt-le.

No):', is i-t necessar-ily desirable to spend -::he 10,lest

possible number ':)f man hours for construction managemen-t, since

cons-truc-tion management costs are a very small portion -- If

to 7 percent, historically of tho cost of a project, and,

,,]hon compar'ed to the large number of crc,ft labor man houx'
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can actually reduce the overall cost.

Bech-tel man hour es-timates were never questioned by

the evaluators during the evalua-tion interviews, although our

estimates were substantially higher than -those of the HTA.

The selection board also indicated that Bechtel's

cost rating lias adver'sely affected because Bech-tel did not

include escalation estimates.

Wedid no-t include escalation in our cost because

it is customary, on recoverable cost conTl'ac~cs, for the bid

evaluator to apply a uni::orm esco_lation rate to all bids.

Since only the esc21ation y/hich J.S actually

experienced will be reimbursed, it serves no purpose to

evalua.te recoverab~_e COB-~bidders on the basis of escala-cion

rates included in their cost estimates.

Each one of -the P)"cposers had a different escala-

tion rate. It's going to be IVhatever it's going to be.

Based on the inforroa-tion avail <,.ble to us, it appears

that Bech-tel man hOUl' unit: costs, unescaJ ated, 01' using -the

same escala-tion rate as -they' 'Ie used for Ralph !'1. Pa"c'sons,

C'_re amcng the 10101eSt, if no-~ -the lowest, of any of -the firms
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pr'oposing here.

The corporate responsibility for construction manage-

ment for the Baltimore system ~lOuld be assumed by our division

vice president, Jack Dillan.

Our proposed proj eo1; manager, Bob Ros~m, sitting

l'igh.t over here, "Iill look tel Jack Dillon for guidance during

~che life of '~he contract. Bob will have all the necessary

authority, responsibility and accountability, right here,

locally, to perform as project manager, and !'lr. Dillon's

function w:i_II, simply, be 'co pro'iide the necessary overvielv

and as~;;j_s-tanceBob requires see tha-t he gets .the muscle

\-Jhenhe need:; i-t .As lVell, he will be h point of senior

managemen~ccontact for .the M~_'I\, DOT.to u-tilize a.S they feel

necessary or desirable.

One of the most important jobs of a oonstruction

managel' is the planning and coordination of .the work for the

construction contre,ctors in a manner which promotes the

efficient lise of available labor resources and maximizes

labor pJ:'oductivi ty.

Beclytel believes that its conj;:i_nuedrelationship

lVith local labor;. and Bechtel.' s u-tilization of Maryland-based
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subcon'~pactors, Hill maximize its abili'::! to perform the

important task of pr'ompt, efficient, productive labor usage.

In this regard, Bechtel has proposed what we believe

to be an aggx'ess:,ve and obta~,nable program for minority

participa'cion. Bob Rosen an Bechtel al'e committed 'co a pro-

gI'am which b'3st serves 'the community in llhich the proj ect is '

to be constr'lc'tec1.

crack, Hhat do we Pl'opose as an obje'ctive -- 25

pel"<:ent to go to minorities?

HR. DI'LON: Yes.

HR. EDDY: Bob Rosen is c rrenU,y Assistant Con- "

struction Hanager c.t H!\t-L'\.DA.Wewelcome your cJ-,ecking Ivi.th

the l{ANADAs'cafl to chec~<his credentials 2.nd see if he 1 s the

mC-,nfor i:he job.

We believe .that thE. Maryland process for selection

of firmE .to pro'Tide professic:tal serviCE,s is a fair system .

The sev6,z'al steps in the proc ess should be performed ind3penden'':-

ly, Hi-th each successive steF providing an essentially

independent audit of the previous steps.

\('e beJ.ieve the impcrtance of this P""Oj ect lVal"rants

substantially greater levels of effort in the independent
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revieH of the qualifications of 'che proposals by the Transpor-

"cation Services Selection Board and/or the Board of Public

Works.

Bechtel s~rongly believe! that the objective facts

clearly establish that the 'Bechtel Ol'ganization will provide

the mos't experienced and quaJ.:~fied const,~uction management

p,~:esonnel :co:C'the Baltimore Regional Rapid 1'l"unsit System,

,,,i"ch the greatest degree of management commitment and effective

utiliza:cion of local ~=,esources ~

Furthermore, Bechtel' s ~:periell<~e and i:echnical

expertise in large uI'ban rapid transit Pi'oj ec"ts ",ill enable

it t:o perfol"lmconstruction rnarlagement for this impori:ant

proj ec't "ii'th the fe\,rest number' of man hours necessal'Y, what-

ever they way be.

These :;'2c-cors, combined .ii th Bechtel' s 1m: unit m"n

hour rates, leads to the c nclusion that Bechtel could complete

the project on schedule, at the lowest possible cost', and \>lith

a minimu.mof disl'up"don to Baltimore Ci,ty.

vie appr'ecia te t e opportunity to appea,r here coday,

aD,dwe'pe prepared ~C:) provide any further relevan't information

yeu may require.
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Thank you.

MR. J-AMES: \o]ha-tpa.rt of this contract will Reiner

ha.ndle?

l'iR. EDDY: Reiner ~jQuld be a 5ubcontractor to us

providing inspection service5 below the resident enginee!.'

level. The Bechtel organization will he_ve all position in

the middle "\:0 senior managemEnt of the project.

MR. JA:'fES: Can YOll handle vlashing-ton and Baltimore

at the same time?

MR. EDDY: Yes, because \ole are a-t the peak manpOl.1el'

commitment in Hashington righ'-: noW". It's tapering off. :veI ve

been on vlashi_ngton sine _ 1971. He've built u.p a very effi-

c:~ent cadre ther,? 'NBhave runner-ups in most positions, so

it would be simply putting -- like, Bob Rosen has a replace-

men't ready .0 'take his place ion Hashington. He can c::>meover
,

here and bring the 1a'tes"\: Jenov11edge to this job. We helve
- co

good runnelo-l'_PS; l~e ',Jill have available personnel coming off

that proj ect -- eXB.c-tfi'i: _.. as the build up comes here.

GOVERNOMANDEL: D:>you have any questions?

HR. GOLDST',IN: Yes, sir. D:i,d HI'. Dillon or

Hr. Rosen work OIl the HaGhington and San Francisco BART
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system!

MR. EDDY: Mr. Rosen did not, because Mr. Rosen has

been on \qash:~ng'ton for four years •

.MR. GOLDSTEIN: Four yea:es in Vlashington?

MR. EDDY: Yes.

GOVERNORMANDE;~:He looks like he survived l-1ell.

MR. EDCY: Mr. Dillon --

!'iR. GOLDSTEDI: Ho",' abou't Hi". Dillon?

MR. EDtY: MJ:'. Dillon had coq:ol"ate y'espon:;ibility

for '':he last 'three years at EART, and in the HARTA, ';:he

Atlan'c~ joint Vell'l:ure, he 1-18:,the Bechtel individuaJ. responsi ..

ble !:or tha'c, His ::>rganh:ai:ion is respor,sible fay' R.'\MA.LlA.

I 1"t-7ClS p,z:t'sonc~lly responsible for the R~HP:.DA proj ec.t _ That

~..:tasone of the p::,oj,::ci:s - had fay' better 'chan 'cwo yecl'<:'s.

MR. GO""DSTEIN: You say you 're bacle in Cali.fornia.

Are you \o.Jorki.ng on "t"heBART system in California nOH';'

NF,. EDDY: Oh, ther.e's still wind-up on BART.

HR. GOLDSTEIN: I see. I read this article here in

'this engi eering maJazin,:, Oc1:obe.r 21, '76, BARTCri i:ic Calls

i'.: a $1,600,(100,000 ~~istak;o. P,:£'E you familiar .,i'th 1:hai:

cll~ticle?
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S:L. 1:.ve yo 1 read the Fortur e

.l.;11 ?fi.t by what \,7e :~earr.ed or BART.

MR, GOLDS'.'EIN. And hovI aboTt this al,ticle by

;'iilforj O"'Eons ai: the Birkley's Instit'-ltio:>l"

I'n not aware of t1at, sir.

:'fR. GO:"D~~"EIN' Ye''', I' vel got the Fortune naga.zine

HR. JUlES' Yeu ca, get any o,in:;'on you wa,.t on

j: ~R[, '2.n •t you?

HR. EDDY Yes. I ve. been riding BART; it's a grea"-



81

~lRo EDDY: :C: ",as the people in Be):Jdey wanting

.~o put the system unde:. ground ,. the ci..tizens Hemt -:;0 shift

:i:i: two bloclw a,.•ay, e-,.";:yb,,dy a!."lays wants to shif.t a

t:(ClnS it system .t,,'o blocks away. That costs a lot or

mcnGY ..
1'1lR.J. I.lES: \~hClt ",bout AtJ.ar.:ta? Ii/ant is huppen-

11H0 EDJ:Y: Ad.anta? i"e \'I:!..tl,c1:.:evl f,:olo the jo :int

venture becausG oi contract C1is.!'utes,

HR> .J'A1~ES: Displ'.te?

HR. EDDY: YClS, we left unde);' goo a conditions.

17ight nOvl. Yov, are g",t'cing revenuc (lj' the Ilca';:e just like

'che Bo:',tol Hill sec'ciono \':13 m:'e doif!9 a siruiJ.Clr section

i:llR,,, COURTl;:rB.~: I) 11 g:i.ve yOt'. a res"i: J I Im not

gc.in~f to get tecrmica 1., I think you '1'::,11 understand me.

iU.d,Ollgh, I de );:;e}.:,Lcva tho'ic t:ho one that can do i'c for. ';:he

:l.o~stbOl1~:s !TIe:y 1:e the mOE:°i.: efficient:. manager beC3l!Se the
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mosl: efl;icient contrac'i:or ""as !.O"'. But, anyway, I'm one

of. the (m'cs ,Judge Carter !",;:f.e:'=red to, the one "lho coulon I.::

objec'\: un.til after the a",,;ard ,~as made,. But I want to

'..-:<>liyou about the relationship ';lith Parsons. If .they are

ef:f:;.ciel1";:, then somebody should correc',: the ne\~spi!lpers

becaus(~ at the J),i,:port I raaCl that there are $26 luillion

doJ.1.m:s in overruns <:E10"they a:ce not half finisheCl their

job ye'c. But, the reason that I am here is that immedi•.

a"te1y aJ:'i:er the las'\: sos::;ion, and J: cion 't have to tell

yelu abot':t the ol$tuils of. the last session, :t was calleo

-Co.the Gover-nor 1 s off ice, by the Gove,~'nor, along wh:h the

I;:3bor Commission and was told in no ttncer.'i:ain terms thert

there "l1.l::mIt going to be 2::lY cost ovc;:run.8 on the Balt imol:e

sdJilmy. And, :1:1:is 7.'8<.111'good 'chat \lIe f.in.ally got here

hecEusc aU. :you have cr-llkcd about today is money. And,

lmt :~.ldiere was <l labol: st",bilizc,"i:i on breach becvicen the

!'i'I'Aand the unions in Bod timm:e 'i.:here wouldn 1 t be ten cen'i:s

f;pent on a subway if '..Ie had i:o lose' the whole $500 m:i.llion

c.ollzrn"

GOVEFU']OR !!lAlgDEL: ~I~h:'!ltis ',;'hat ~:told i'cu.

1m.. ::OUR'ENEY: I wan',:ed to rofresh ,:our mewo:.y.
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~iR. rtti-\NDE!~: J. lIant .~o:cef;:e8h YOt::'S too.

HR. COtJ.'1TiITEY: :(mnecJia';;ely ahe): this Ive sta;:'ced

negct :i.2ItiC'115 and '.118 r,?, che,l an agreerr.ent with the f.I.TA.

But, if: £01: onc min'.1'i:e X hila dreamed tha'i: Parsons would

become a construction manager on the ir,~~Athere would huve

been a lot mo:':e in ',hut agreerrv2nt thall is in i;her,~ today

recallse Parson on the Airport told me.. along ,"Ii"i:h eve~j:Y

other l\n:~on I .they Iver."c a co .struct ion manager.. no';; a

union contract.or .. haa no s:Lgnea agreen,en'l::s ,mel unioi1s

had no ri9h'cs;,;'co jnterfere ,d.';;h \vlHrCeVG); Parsons did on

tha';; job. NOI';, if ,<]eare supposed 'co live \\'i"\;h tile

const:>.:uc'i:ion manager "lvhich the WI'P. can a_sign the contract

to on the rapid 'srul1s'.t, bol.i.eve me there is going "\;0be

a lot of O~j"er;;:ttns. 'J~heun;i.ons in Bnlt:i.mo e cantlo". de~l

\:he Governo,~' s a'i:ten'cj.on thao;: v]l1at \ve told you we ';lould

do un.der a labc.r ,,'cab:U.izai.:ion agremnen'c, \i:Lth '1:11ena:!._h

Parsons group, I 1m nCl~;too SU:Ct3 \>]0 can live up to i'c ..

Our agreement is '.'J:Lt.hthe ~lTAf it is up -i:o the MT.t~.• t•.lhe-cr..e:c

thay 'iolent to hoJ.'::!on ';;:0 it or <:lssign ii:, but :r. don It

think 'chey want to hOl.o on co i'c. ~i'e canno'c get <:tlong
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~i';;h the Ralph Parsons group.

GOVERNORNANDEL: Any questions?

!-lk. MCGUIRK: £.ly name is Ha:t"ry J. £-1c Guirk. r

represent the Thirty-seventh District of Baltimore City.

I'm here today because during the last session when we

met sornetL~e for I guess 16-18 hours a day trying to

br ing abou'c a compl:orniseon the Bl.1bl'Jay,there were

several ';;hings that vIe oiscussed. One of the 'i:hings dis-

cussed is, I hope, working out here today and that is

'i:he affi.rmative action program I~hich \'le made part of the

compromifJebecause had it not been there the bill ,'/Ould

not have passed the General AssemQly. The second portion

th"ri: went into being I'jas the questioIl of an oversight

cornm:--1:-;;ee\'lhereby the legislature \'.ould continue 'Corev im-l

cer~ain aspGcts of tUG subway system. A thiT.d one ~as

om: cor<1lllii:'i;mGnt ~o -i:he people tha-c vie would 'cry -co g0'c

the bes-;; :Cor-i:hedollar. Follolving up on that C01I<IlIi'C'i;-

rnen-ctha-i::r "lade to the people as one of 'che compromisers

oJ: the S<!!:\1<:I'i;e, J: at-;;enoed a public meeting 0): the cornrnH:-.

tee whowas -co review -;;nesituab.on of: -i:his bid. l-it1Ch to

my surprise, ncl in light of the openness of yom direct-
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.ive Gov.arnor I I ~1C:1l tolo that J: COULl not speak prior 'to

'ehe iSs'l,mce of -,:h,.;,2war.d. I found "ch<lt this was quii:e

ill su:cprise becallfle I believei:ha-c had we had the opportvn-

i-t:,: to discuss these things openly th:m, we could have

probabl ' brought OU"t in the open S0l1V3 of the thi.ngs that- -

aJ:e unfortunately hove developed 8ince then. Number

one, I have neve;: talkG!d ",:0 an:{ memb,er of the cOIn.'uH:b!!e.

I have never "taJJ:ea -to any member of. the Board and \"lhat

1 have is gleancd from 'chis recoiMlendo"cion after meny

n.OI)XS o:f work and a lot of effo):t on my part. :( dian. I t

like What I'las saj.d about juG, X 5t ill oon I.t like it, it

~"iaS \}.nt:~uebut YCI'j" wD.l find "l:h,J"i: it is not the first

~;imG the:ce is UIt l.1.i1t!.'ue thing s'ca.ted in th;ts proposal.

:;: then chec!~Gd out and founo out that -i:here was a select-

:l')u corr~ni"i:i.:ee. J: made re,:er<:mce to three people on that

nel(~c"i:ion co"J:~i\;"i::,"c, one -;:0 Mr. Hoppe. whose w:U:e worked

::or an outf.it. l~llothe;r \-]ns a Itt <> Hampton and a II:1.:i':" •• bAillcr.

:.: am glad to ):~po;~t -cha-i:~:hose three have been absolved

by the cl)de of c;"l:hics. ;.: ,-Jould J.ike to point out in your

uh,;,ula no". have allY appea):ance of. j~amili<:lrity '_"i"th "(:he
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contract J:. I still say ,"..hen yon vlork for a firm long

enol!gh, subconsciously, "there mus';; :bE' some form o~ fmn:Lli-

c.:.Hy. 1: think you shoul co;:rect YC>llr executive order

"chat vliJS sen',; dO'.mbecause it says "l:1':E'Ymus"c equplly avoid

ciX"cumstances suggesting favoritism is implied. There is

anoth",r section in he:.e under the financial interest

which otates that mmership of any interest or involve-

ment in any relationship from, or as a result of which~
the O\'mer has in past yearn received" or is_ presently O:t"

in the f\1,tu.c"e (mt:~tled "COl:eceive, more -than $1,000 pel:

ye;];;'• I thinki::1at is something "chu"Chas to be corrected

b8cause that ~;ta::f~s llany': :!':el'-cionship:, which could

chag.l.' in chat J ..1.dge Ca:t."i:er \'.Jas going "chrough.. Flere '.:laEi

had heard ho-th s:L<Jes, and throughout that en'cire histoL'y

h<:;, ,"las able to rea),e fair d"cifJ:Lons on the basis of having

he'a:cd 'both par";;i(!fl. l'-nd I "chink it vla'~ Ol1e of the ul1fai::

"C:~:LngB-i:hat happened to hirr. af'i:ey' a long distinguished

c,":ceG::':. But, i.:11emain ob:iective he:ce, :c believe, is what

,
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a::e W"J t'liking abou'c h '(:h,~ way of a propose I? Hc:;,', in

a J:eVi€!\;l'of "I:his r.epo:;:-, ( i'~sta'i;es 'c1: c:ri: tJs a l"'esu].i: of

Bouse BiE 640 in 'che G~ne):al A:3semblr, 'chat this conunitte

would 'be se';,; \J.p. In the section it quotes thnt in maki.'1g

the selection on ,) compe'i:i'i:ive basis nei'ther the price

p;:opOSi:ll no:: the 'ccchnic,Jl proposal shall be 'the sole

ccmsiderCltion. T:1ereJ:01:'e, I suggest cha';: both sh uId be

the cOlls:'.deret:i.ol1. It was ;Ul' reasoning 'chat if we co\.!' d

heve the techllica:i• responsi.j):l,l:Li:y as pClrtrayed by s(Zveral

ffi:;mb.:?::!:"sl;)f tn:.i3 g):oup for ;:)rate ';:hat 'NBS obvious!.y ~'.o:'ier.

than tha"!:pro:lec';,:c:o I then it was in the hes1.: interest of

ha'le seen the joking arOll.lId appears 'i:o be in the question

of man h{)urs. 1: subject to you that lnd J: offered to

bu.ild th:'.,3 by rid': a d shovel end c;;:r,:iea ant by cooli. S

:c "ould have pl.obcbly gotten the bid h<~c<,us" J: "Jould have

had the nost rD,a:, toU1.'s.

'Ehe Qtll~,:r thing I ,JOula like 1:0 sugg<Jst to you

is 'i:hi.'re "je ijre t e lJ;ing abol:,i: OJprojected nWTher of mem

hours of: L2 m:i:,lion '~hich here ceday \ e saw in the pro-
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previous Id.d that they havl. ask'3d 1'ou to take. Nnw on

t~1a'l:basi!:, :0: think you wi:~l fine that this is a :nabi'~of

the 6epart:merr~, y:)u Cill1 go back on an 010 budget vlhere

for the past I:our out of five years they have und<!r-

cstirr.ated theil: expenditures and over-estimated 'i:heir

income, In: vi;;e versa, I forget Which it was but :': know

it: has been a hnbi;; 0:.: the:~rs for ~OIr-E' time ..

with :t"of3:,ence to the proposal of other offel::i.ngs

by 'chis department, I can only subject .to you tha':: YOll

have an oppor'cuuity 'i:o read the auditcrs report over the

las'c fou;: or :Eiva yei:u:s. r. think it is al:mcst Ll'lefficlent

l":!ot.to have an audit of concessions on the various roads,

not to have a .l:eview on the aWB1:aing 'of. the con'ere.ct after

.!l9..2.Lr0.2rt., ill ef.c:i.c:i.e •.~ af:l:el: 1.5 yea s. ~1<s're s'cill

bui'~.dii1g for ',:~.af_E:Lc borne t';!Jent:yyears from no',,;, Clno it

is (;stim~,"-ed other;: five years of .that. ej{p ..nditure '\".'ill be

a total :.oss to 'i::1C State ~f Haryland. I think thu';: 'chcse

ar,= the i:hings "Ci.lathave t:l be br.oughi: out her _ todi:lY ..

b"ck •.up team such as the 3. ara or l?ublic Works be<:aus(!
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the q116stionB dsk:3d hel'e today are the ones we 1ad hoped

we \>iould hav€! haC! an ()ppor\:unit~' to ask before 'eh", Board.

);n referance to that :i3oard, I ':Iould like '(;0 say

~ti:.GoveJ:nor: that I :Celt 'che Board was acting \~ith a

member thcl::e who d:i.d not belong there. I have stated this

publicly at both .soard of Estimates and I would like to

sta.te :i:e here. Davia !:'isher Was your recommendation 'co

that B, ard, Dav:ld Fisher resigned fr.om the Department,

and under the rules LInd y.egulations of that DepaJ:'crnent,

only you can ED tha" vacancy. This Department took it

upon itseJ.f 'co fill that vacancy wid, one 0_ their own,

\'ihich gav<! them the man wto seconded ',his recommendation

0:1:Ralph N. Pa:rGons. :0: "chink it was 'i;otally out of line

because 'i;he appointment should have J:een yours,

,
11R .• J,::-':!r,fBS: r.rheJ:(~ is a lettE l' in here from .i:~:1G

,Governor nppoin"i;ing "c~'1at Sllost:t:tu:te

HR. NCGU:t K: :{t was my unc€,rstancling 'i;ha'c ':le

haa not ap[-o:L;:1'ced <:my',ne to :OiJvid Fisher's vacancy, .md

on 'chat i1sis, : f you did appoint someone-fine.

GOVEffi:OH i}\A1'lDEi:,: 'i'lhen we appointed the original. ourd,
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~Ie <!lso a:?pointec substitutes for the original appointees.

!oil?.. MCGU:o:F:K: On].-' fOl: the l:HO. Now:t don't

knO~1 if you appe,inted any substitute ;:or Dave :E'isher or

not •.

GOVERNOR1.!Aj);DEI.: Yes, I think so.

HR. 0 ':CONNET.•L, Yes.

!'IR. MCGt:J.RK: But i.t sals that when a vacancy

Clcct:rs you are th.e Oll<! to reaPPo".nt. I dian It see any

correspondence after .::11en,signat ion of Dave F:i.shel: to

fill the'i: vacancy. Oll th<lt basis we did question it, but

I thj.nk that: W8 .have :"lere today e situation that 1. .think

is z'8ally tantarroun:i: 'co ocr respcnsib:".lity, and that is

setting,:he job for the bEst at the cheapest amow1t of

'cax OOl.1.Ul:S. r can s'~e t:r.ed; under tlw selection that:

w",s made hy ';;h5-:;,Boa;:d, t]-<;,t 1;le are 9clin9 'co have p:coblems

c,ne r from their zrc'cit'J.de, l;..ne i:rcm .the past performance

c'; the 1?,::cendship Air.)o:ct, and one on .the figures thai.:

herE hcfve beerl. ,;iven <':0 11~. I j\),st hope that 'i:his Board

in j:i:s \'.1:i.sdom C~E1. fe:.:-re";;out t:he problems that I SG:c.7! in

a~oJax.T]in9 the ':;ontract t: this gentleman and C1"('Jardit to

one of: t;1~'ot::Je:( comJ?(~tent members az \<lell. I .think it
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\-,il3. be a lo~ less trouble becsl1Ee .;hol1 we go back in

January we still.have the problem facing us in the
Leg::.slat:u::-e and I cer.tainly hope 'chat the problems of

the .l\f:Ei.rlOc:rtive 11ction anci the l<:hor prohl.ems and of

.the cii:y itself will :be ce,rrectec.

GOV3HNOR'MANDEL: J\re there any 9uestions?

BRa GOLDS'rEIN: E-~rry, you say you'll be back

in Jant\ar~(. y"Ol'. anticipa",?! any problem getting 'i:he

budget pansed? This is gcing to be a continuing progr.am.

r'lR.. !:,CGUIRK, 1 can foresee problems, yes.

llR, GOr-DSTEIN: t'nless they are going to appropriate

the money, how in hell can the job continue?

rIRo MCGUIRK: Well, that ie: why I tried 'co stay

•.,':Li:hii: and I have i:o repor.t back that it has been done

f or the che<'p0st tax dollal:s.

iHR. G01:.,nS'l'EIl!: -et me see if I understano you ..

SUP.l~Os",',Ie got il cont?:ac't today for this $41 milJ.:'.on,

and YOl}o aU. are 9 ing .;:oappropriate the money for .the next

con'crac-c .

HR. IIiCGUIRK: We Hen':: through a corop;;,omise of

some S0ve.~.to niae days and ,Mu.i'ldup win.'ling i'e by one
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or '1:,,0 VD';;eS. .',no right here today you havc~ two or 'chose

votes tha';: 5';;000 D:\,' it, Senator Doug:.as and myself. So

\'lhen you ':let the."i: clc~e I Id Gay i:t 1-'JlIG 2 hairy situation.

i1P.. (''OLDS'l'EIN: I'm trying ':0 ;~nte;:p:r.et your

atU:i:ude. In other words, it may De he'cter 'co ~Ia:i:cuntil

after Janucu:y '1:0 find oui: ~lha'l: the hell happens.

HR. I>~CCUiR!{:Then you Inight bt! adding t,:> the

COS'I: of '1:;,10total pl:'oject" But as, lcmg as we see that

j,t j.B being done for the cheapest ta,; dolla::s, I 'i;hink

evel7y1loc1y can be happy; as l,ong a(, you keep the compromis

of i:.ffirme!"l::ivE!cction evel"1'0ne is happy ..

don't a(!';: nm, I think 1'le C,!:e about 'l:lu:ough.

HR. i".CGUIRK: I think so too.

HR. COLDS'r.EIN: l're],l, acconl:.n9 to a1], t:'10 ex-

in<o ~;CCUII;U{:I have onE:more po in',: to add which

J: tl,:i.nl",,-:': was glad to S,,,,(, 'i:hat aeIa)' on the othe:: 0 I

'(:l'l:cI'k thai: the c\'iard;; ..ng of the m-nage'J: cOll:cr ••ct 8,"0[].1d

helVE! been "::hc first order of "business;. I have read in

'the papej: "Inez:e there is c lre'ldy two no:ce contrac'i:s
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:rezldy to be issued by the :()epartrr,ent of T:r.clllsportation

on this \Ihich WC'll.J.': b" thr 3e contracb.. I hope tha',:

.the Boa~'d will take cognizanc'~ of the";: <lnd make sure

.there fte:>: -<::heawarding of the manager. also.

GOVEP.r/OR .MANDEl,: Any fur'che:r: qUWJt ions?

l.m. Nl',P-EERGER: Ny name is "ohre ~larber.'ger. and

I'm Chairman of the '.l:ransportad.on Professional Services

Selection Board.
:,t seems llk? it is popular h31:e today to say

that you are froIT Maryland and I was not only born in

il\ r.yland ] ut I ',Jas borl s.:ne years doui'l in Cal vert

Cour,t:,! befo:,~c Dt'r distinguished compt.l:oller.

In :.e<:lsrds to Judge CClrtel:, nnd vlhat he told

i::he Boal'o.. "toJhy{I.e abst ain€!d from vat :".l1g f I "chink it is

c>nJ.yfa~.r to GCl:i' "Jhy I voi.:ed f.or thi~; pJ:'ojec"t:. '{ou 'will

):'ecol:!. 'that i"t .cakes :me i'!l:finuative vote by one of the

pUb:i. .ic meniliex:s -e.c app!.~ove che vote ..

:;: vO'"ed for this project because :c spen'c many

hours s.tudying .tl::e report~;. J talked to the S'cate, I

a.slwd .the sec!.'etC'ry 'co hold a special. rnee'i.:ing for 'che

':;'.1dge and myself' so tha'c \Ie c()Ula go over this in very
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man hours were very consistent with three of the other

firms and J. fiL~ly believe that in this instance the

State's staff, now I don't believe that we should ever

rubber s"i:arnpthe staff f but r think in this instance

the staff has done "cheir home'"lOrk. That is the rei:lson

I voted for the pxoject.

C~VE&~OR~~l~EL:Any questions?

~J~.~LITT: Governor Mandel and members of this
Board, "~ name is Herb Plitt. I am the President of

Century Engineering and we and o~r partners, Sterns,

Rogers a:ee compa"citors for this construction management

con"tract.

Century is a na"cive IJ1aryland finn. Werank

mwng the top engii1eering firms here in the State.

Our pa:,:tners, Sterns, Rogers, is amongthe ten largest

cen"tractors :i.n. the country and amongthe largest con"

struction managers in the country.

NowI want to point out just ,two things to you

that I think this bo~rd ought to know. One, our ~irm

was ;:ankec1 second i'lltiongfive firms in terms of both
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~uaJ.if.ic,r;:ions and !?i:ice proposal.. And the one thing

th t :0: •••milt to ora\v t your a ';t,:mt~.oLabout the price

p:copcs~,1 :\.s ',:his, H: has been sa id here 'i:oday by several

people that since thi3 contract is a cost plus contract,

ia other words the state is; going to pay for the number

of man hours that are expended in pl:c,viding sel:vic es,

if it takes 100 hours the State viill pay fo:,: 100 hours,

if it 'takes only 90 hour:s the stc.'i:e will pay onl:,! for

90 hOUl:~I. So the impoi:tant: thin~: to look C\',;, I think,

is this. 'Th<:l'i: if you eV<'l1uate it, 'i:he proposal on the

bas:Ls oj: a set number of m~n hours, rou 1i'Joui.o find th<1'1:

E8lph PDrsons is no'\: the lov.? p;:ice, ,ina jn fact the

other-" obvious Ie".; pric~~f:i.rrn :l,.S not the lo.} price but

that our fim, Century, S';:erlls u: l\ogm:' 5, wOllld be the

lO~lest p):ice and woulCl b", some $2 r:dJ_l:;,on dol1m:s less

than Ralph Pal:sons 'ca'bJ-e.

:r. 'f.:h:in~{. that is very :i..mporti:Jni: because i'i.:; is

a coSt"'~pl11Sconti;act ?Jna it has been said he;ce many 'c:b:ncs

'chr.r1: "]her;':I~VCZan~cun.t ;,,>: hours are r.a~~ui:r:edto pei:-fo;;:m

t:':lSSC se):.,icef: is w:ha ~ the MT1\ wi 11 ('J:pect and I think

Y'.)u vl:Ll1. need to }-~'1o.li:hCJ'i:,.
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GOVEmrOR Hll.NDE!:.: M."t'. PJ.Li:, may :.: s~y one thing? YOLl

kinel of :I.ost me about thre'8 sen'c(;:nce;; ago. How do you

fiR0 PLI'IT: ,As.?l part of yom: book there you have

an E:xhibi';:. I"l: lists all the firms .,no the pr ices .

!<iR. GO!..DS~rEIN: Are you 'calki.ng abau':: this big

chart hero?

NRo \?)~lTT: 'les E: :1.r. At thE bottom of tha page,

and I don't hove a page number here, there ;;.s a heading

that is c<111e:1 'EX;,ib:U: 10 I, ana its Eays Developed Labor

Costs ud.ng f;:;:hibit 10 Rates <1na !<leanMan Hours. Lliow

the ::nan-nouJ.:'s'::ha t Clt'C UriEO thare }"OU will see are

1,317,454. and 'i:hey are appliecJ to the rates fo!: each o'

"i..:he fi e comp<:1'C:itors.

When you app:Ly those to th,~ same numbe::: of hours

you" ldll find that th .. 8'<:ern5, Roge:m '" Century proposal

GOVER-NOP. WUID:~r.,: "'hat YOL~ are saying in effect is

tha";: i~ :'lou apply the man hours -~ if you apply the same

rnan nour!J to onch .::::iri".l, than ~'ou:t firm would be the lO\'1es-c'o
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GOVEPJIOR ))ll\~IJ)EL: I gu:~ss everybody would agree to

:'1Ro GOlJ)S'J.'EIN: 'rhat is rea:'.1y con:Eus:mg. In

other ~~o':Cds,yo\'. l'Iouldn't <Jgre. 't:his 1'Iol,ld be 1,317,451;

nan hOtll::.? Is th,'C ri.ght:'

iVJR.I\DDISON: l\ny number of mJn hours normalizes

aJ.l f the! propoE.a1s. '1'h:.8 is one \1i)Y to make a compar'.

ison, ~\1h:Lch we d:td ..

\'111icl1anY~'Jody vl;)\;J.d parfol'f\1, you do have a difference

j.n \~ho is 10;'; ane: l.1ho is not low. I i:l:i.ed to make the

p'JL); muc':, e'o1:'1ier. th,r:. tk.s '~a1l:about saving something

b8c~u.se oJ: one 9:::'OS3 dol ..iH:' f 191)Xe dons not re ..resent

nec0GsCl;:il' the chea: ~st pJ:opc:'lw1. wonld be received.

j'4:8. • GOI.riS'iIEI.~l'; 1Jll"C then you hcve this ether

comp2ny :.::orne an , say we 'vl:;.).l dO it :Eo;: :~18..9 mlllion

ano give :l'0u .:: firm contract. And they get bonds and

:L'eJ.5.<JbJ.e.?GopJ.e, just as ;:(~liab1e as you ar.e, bec3use

you I;lal1'(;,"0 1('8\,"" I>Br.:yland and go to Hashingtcn. So

dErr.1P."--'--. I ffi<:an :£' n '!.':Iol:ing you r:cyht in the eye •
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1 mean hell, you \~ere over to Washington lookin.g £0);'

anoi:her. job. So 'they are jt,st as rel:i,.able as you.

Th"'l,' have got as much stab:',li y as you have. ..lhy aren I t

-they rel:Ld:lle?

HR. ADDISON, I think. the Secl:etary made refer- •

ence to this :Jef.o_e. ~~heprocess hao to do "lith the

proposaL

r,m. GOi.,DSTEIii: F,ight.

,MH,.ADDISON: In o'cher "Iorde., your day in Co rt

'~as dependan'i: upon ho':~yo\:: submitted . proposal aild what

you said. Ano on the bas;;,s of: tha'i: proposal, they didn't

say that.

GOVEHNOR t'il\.j)1D.BI,: say thai: agaj.n.

BR. l','DD:tSON: On the bas is 0:: 'the proposal, •

t,hey diel no'c come in and uay 'chat if: it takes 1,200,000

hours ViC "J:i.J.l sl::L).l do it for $18 mi:..J-ic>n. The ~18

miLlion is hasm1 on. the 8~;8,000 hou,l:l;.

GOVBmmn r,j,MlI'EL: But: the:i a~:e s:rj:i.ng on 'the '.basis of

yom: p:,opos<llthc'y will do it for $lB, 977 ,000.

£.1R."OU)STEIN: Hell you modif::.ed the other
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SECHET1'1RY HuGHES: ~Tot :,uhU'cant ially, bL",:-.-

1iR. GOJ"DSTEEi!: You roo::JirieCi the contl:act Harry.

You know you did.

SECRE'L'ARYHUGHES: No r no ue didn't have a contract.

NR. GOJ"DS'l'E:G.\!: \'i.e11 your proposal. Anything

you want to call it.

SECRE'rl',RYHUGHES: \'le bad proposs 1s.

I'IR. GOJJDS'.l'EJ:l.;r: All right, you modiHed thei?.

p,;oposal. Theil." prop ~a1 is diff.erent today than it is

ill .chis book.

SECP.ETlI.RYHUGHES: That's right. 'I'he lal" con.cempJ.ates

tha'c.

HR. 00JJDS'!.'E:J:!Q: A7.1 right. E:ere you have reli-

able peopJ.e come in and Gay we'll do it ror $18.9 million.

I'm not going 'co sit here <:Jndgive sOIT:ebody $5 million

bl!cks '.'ihen I hear the labor peopla here saying that they

C<JIl"C get along ':Ii.th .cl1efJe pe0.91e.

SECRE~PARY HUGH:~S: Well, I -Chink i'1:c. ~aLsons can :ce ....

spand -Cothat .better.

~iJRo GOIDS'l'EIN: J. haven' c heard any response -Co

it ..
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SECRET,~RYHuGHES: l'1h<lt J: 'chink Hr. Plitt is saying is

that 'co do the job the \1iay it should bG done it doe an 't

make an}' difj:er:ence Wh..1tfirm does H: it is go:.ng to take

a certain nunmer of man hours.

~,lR. PLITT: Correct. If you apply that number of

n:•.i1 how::s, ,'ihacever they ~B:e, to a rate, Ollr firm "1",,1'1

always come in vlith the lO\'iest price. If this job taJ~es

):vlice as long to do and twice as many man hours, we would

then be :?4 million ooll<1l:s lower than l:he Ralph Pal:'SOIlS

firm. Now I came here today,' not to address this Boal:d,

but I ha lC' listenl.d to lot,; of people come forth here and

suggest i:l1<lt this \'iho].e bL'.9iness of \']ho shol.~ld have this

contract may be U'? for grabs again. What I am suggesting

is
GOVEmiOR mll.~:oJ~r,: I k..,Oi'/ what it is up for ...r think it

is Up' for some"ching. I -eh i.nk biggent problem f.ae :Lng us

is 11mJmany hour:~ is it going to take to do the job.

And everybody seems to dis"gree and yc"Cwe have an open-

ended cO::l:cract. As I call an open-ended contract. i.nd

it is very hm:d for me,- and with all OLle l:'espect, Mro

Pli'cc, i'c is hard for me .• for a :eirm to come in ana say
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it '.s going ;;0 "~ake 1, 000,403 hours ",no get the contract

and then m,y 'Fellows, we made a mistake, Vie':ce only

goinS to use 1 million man hours. We are going to cut off

403 man hours.' I'c is hard for me to visualize that. I

could see them coming in end saying its going to take

1,000,600. But to say it is going to take less than we

anticiFat:ed, I ';;hink very rarely happens. At least

r've seldom seen it happen.

NRo ?:L:':TT: ::f:. were ;:0 fino fault with the

pi:OC",aUre tha': has been used in this selection, then the

one -chi.ng that J: ',;oul<3 £:'.n.cJ :cault with is the fact 'chat

NTA did not e:sk t:he p::opOSE!rS to all f.ropose on the same

nl!filber of man hours. Had they dOlle ttat- ..-

GOVEmlOR' I1AND'::I..: ~ch~m we wOl.\ldn"c be s:U:t:i.ng hc:t'e

\-lith all these p'-(;>blems.

done that and -'lh01';; I "-'ould like to say in conclusion is

thai; :l£ i:hi.s Boaxd is goin,; to cO!lsider possibJ.e aUcer .•

mrcives co "~heme':':hod of )?:IYlnenc _ a possible lump sum

CQnt:t'act that haG been pro osed he:cewith a guaranteed

$18 mill:Lon OJ: ",hatev",:,:- th3t nurnber would be, then X
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am suggr;,w:: ng that our team ,'mule: ah;o like to make such

a p,:opoE;a 1. ~~h,I1}:you.

('UVBRNon f.1MDEr,: Thank you. Did you E:ay that lolr.

Pa~csons '\'las her€:'?

UR. O'DONNEL:(,: Homeone said .that Hr. l?'arsons

was here.

lIiR. \;OLPF.:: Gov",rno); j;.l noel and members of the

30a;:d, my name is Joseph Volpe. V-O-I,-P-E. I am Vice-

P:ce~Jident and mc.nager of the Hashington office of the

Ralph Parsons Company. I also happen to be an attorney.

I would like to make just 0 very few points. The hour

is ge'ctin'J late and :r \llould much preie;; t.hat you perhaps

have qIJ.esl:ions that you \'Icv.ld like to ask !T.e.

First I wou1.t:J like to address myself to I.lt".

Courtney and his remarks Ebout our labor relations. The

Ralph r.1. Parsons Company cper<ri:es union all ove:>: the

couni:ry. We have never dcne nnything else

MR. COURTNEY: AE a contractor.

l'1R. VO~i?E:: He h«ve never done anything eJ.se.

I did 11.o-c in'i:er;~upt you ilr. Courtney. I would like to

l:ave included in this reccrd a lett.er dated October 5, 1976.
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It is addreslied to wrA, si3ned by Mr. j)lacdo):, a Vice-

President of om: Company. 'l'h;:rt spells out .;;he labor

::elclt ionG of the Ralph IL :?ar,wns Company. \'Je will

make a copy rJvailable to the l:eporter.

HR. ?fJUiiDBL: Glad to receive it.

(1)'ppend.1.x A)

HRo .vOLPl::: I would alse like to make it part

of the record, ;; letter wri:i:ten by our Project Manager

at BWI to M:>:. Durham, Director of Engineering, in which

he responded to 'the charges made by M.r. Cour'tney :!:'egard-

ing our nctions a.t the Airpo:c't. Thi" lette:, is dated

AUgl~Si:~J., 19'76 and \']e will. make a copy aV2ilable to

(Appendix B)

Now, f1:.:. Couz'tney' s gripe i"; over the fact that

a decision 'i1,l(JS [rade a':: the i~.i:i.'por.t tc- package a piece of:

VJo!:k having t.:) do ':l:U:h ele:v2ted I:OaaV'ClY. in a 1day -that

0:i.d not i.Hvolve Bttiiding Trad~!s \vages~ Ana, -this was

aonE because, in the opin;on of the Project 1-1anager, and

in the opin:i.on 1)£ .i:he A:i,rpor.t a'.lt,hori.ties, this \~as not

a buiJ.ding, it fit <l o:cfh"rent category ana should not

:te subjected to the ;~age leve},s of the j;; uilding traces.

I(or~over, if :U: hac not: been done the: \';o~l i-~ was recom.-
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mended by Pareoi1s, the Airport 'lu,thol:ities \'lould have

lost the contri1::u'cion '.md 'che par"b.cipation of FA.~which

in this Cilse amounted to ~;2m:'.llion Gnd som(~odd hundred

thousand dollars. What I am ~Jaylng is that "'e were m '(:i-

vated in 'chat ins'cance by .the best ir.terest of the autho:;:-ity.

lillc1, I might ade, in that case the ce'ntractor a"larded the

job '"as a union contr<JctoL So, I \~e'nder why 'this charge

is leveled at Parsons. WE'do not dec:,de lmion or non-union.

We simply call them as we see them. Looking at the best

interest of oc-,relien'\:, tl:e A:'.rport l"l\thorit~'.

I ill s'\: confess te. you, Kr. (:overnor ane members

of the Board, I am as CaUl'll' ed by some of the th".ngs th",t

:L have he"rd :he:c€ 'coday. 1'le ;~espondE,d to this request

for proposal in good faiU,. He responded based on th<l

gronnd rules thc,t ~,}ere set fOI:th in the documents we

received f:L'orn r~'rA... t.~e Pt.'i."(: together cl -team that includes (

in our v:~et'if maxi ,lum locz1. pa::"cicipat:ion in this project.

r;;o,~I am not going to s'can(i here and, dl'chough the tempt-.

about ,.ho is quC'Ld:ied anCi who is not qualified. Our

qnal::..fiCc.rtion[; Clr'c in -the record. w~.have ssigned -to
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this projE,ct the "rice"pres i.den'c of our Company who has

haC. many, many );'-3ars of experienc" in tunnel work con"

struction, we hav,,, associated <In this team loea 1 firms

that have had similar experience. We have <;ssociated

\'J:'.'th us DeLeuw, Cathe', & Co"' \1hi~h is probably one of

the outsi:Clnding engineerin;j organizations in the world.

In the field of engineGring, ra il systems and sub'h'ay

systems they are ':he gener"l consultants on the

RMlADA project i\1 Hashingt:m. I 'chink what is trans--

piring here this <.'lrte,:'noon raises some rai:her serious

ethical Cj\:esU,on9. Elrt J:am not going to i)-ttempt to

try to r0.~pond to that. I will simply say that what

we have done '-J." h"'"e dOilC in good fa j.th. "'1e a'i:tempted

document,; and ::Jeyond x:hat I will :10t go but I'd hE,

happy to x'espo,1d ';;0 any qU8stions you might have.

GOVE.HNORrnNDE:L: I ho,,::'! you don't -think that any

members of 'ch.e Bard have eaised any ethicat quest:tom;

as far as capabili~ies or 3bility is zoncerned. Becau~et

if th<lt :i.E in YO'..!:'.'mind, :t don I 'C 'chink any member of
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not talking about qualifications. i'n,at I would like to

say 'co you simply, and as!; you astra ight forward quest-.

ion and get a stl:a igh'c..forward answe::, if you \~ere

sitting here in this pos:\:::ion handling public money and

had this kind of: situation fa::in9 you of a difference

of $S million of: public funds, and had to make a decision

.to a"/ard the contract v/hei:e you are s';lending $5 million

more of public !:unds than for ~/hiJt you could get the

work done, ';Joulen I.c it gj.ve you. second thoughts?

l'iR. VOJ"PE: It ':lOuld give me second thoughts if

:t did not have answe);'s to some very !aateria1 and relevant

q~es"i.:io:n_s.. 'J:i12 :?5 million \oJe are "taC<ing obout is a

fraction of t:'1.e cost -Co ccnS-Cr.tlC'C-Chis system. It i£:. a

very small Fcct of that ceo-t. What I ':lou.ld be concerned

about is wJ1et:1er or no',: I was se:Lec'cing an organizat5.on

-there ";:'fascompe'ccnt ai.'~d capable "co do the job nd NaS

p:,epared to dedicate qU<l1.i.fied 'peop1«) to do that job.

l\l"o\.:I ~loUI ve seen the cha:r:':s and it ia true, not only in

''::i1.i3 case, bu';: .in ot.her cases thnt Wl3 have par"ticipated

in, other Si'CUCl'~:.onswe have par'::ici:;n'ced in \'/ith th",

F(~deral g-overnrnent: and other State gl)'Vernment. One very
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impoz't nt cd:i:el:ion in dei:ermining 'the qualification of

an organization "Je are pr.oposing 'Ls how close he comes to

you~ own estimate of what is required to do that job. His

understanding. '.Phis tells you that this proposer under-

stands th~! job. ::i:ey,nows ;;hat it calls for. 1'.nd, if you

look at the numbers there, you "Jill fino that VIC almos-t

parallel MTA. And, L assure you that there was not a

word spoken between Parsons and MTA--

GOVE.RJ."fOR i,lAND:81~: No one I s suggesting 'chat.

HR, VOljl?:e:: --On this point.

GOVERj)jOl,. ioU\NDBL: We].l, I' in going ':0 say i'i: anyhow.

Bl1't, if ~,..'hat yOt! have jllst said is a true s.tatemen"c of

facts, the es'cilaates I02de en Washington and San Francisco

ough'i: '0 [<car.e th2 h",],1.out of us.

HR. GOLDS'f.E:o:N: Did you all make 'the est:~matcs

on BART?

NR. VOI,l?E: No, VIEl he,d nothing to do with Dl\R'.l'.

I',_ 0 GOLDS'J7E:O''j :

l'1l1shing'con, D.C. :VOlt';:01d us i'i: would COs't ~,a,500, 000,000.

F.nd then i.t went 'to $2, 000, 000, 005 and then i'cwen'c 'co

$3 billion not~ it ;'.8 :?4." 000, 000,005, and now the othe,: day-.
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HR. VOl,FE: We <,r,~ not runn:',ng Washingto! either •

I'1R. GOLDSTEIN: Y':m don 't wOl:k on ,'1ashington a'i:

all?

HRo VOl,PE: ~;e are doing de~::',gn work. We are

dc,ing sec.:': ion des ign 'vJor:< ..
/

!-iR. GO:GDS'fEIN: B'J:t you are doing Gome work over

there?

HR. VO:C,PE:: ')h yes.

HR. GO::'DSTEIN: 1'.11 1:he e>:pE:l.'ts over there told

us $1,000,000,005. ~rhat is ~Ihere thE:y started off..

HR. Jl>.I~ES: :'~et' s no\; blame this gentleman for

what happened in I'Jashington.

HRo GOLDSTE:Fif: 3:'m not blam:.ng no one. I 'm

net blaming him foz a damn th:'.n9. HE is the one ',Iho

b;:ou<;Jhtup all of this propo~ial.

out something abou:t "this n~atter.

ime:re (Jre you f:,:Ol'C1 s:~r?

1iR. VOT"PE: 1'1ashington, D.C.

:':'m trying to find

M.R"JA14ES: ',~h2t is fairly close to Maryland.

any'thing aboLlt

,
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ing ~bout the t~ings 1 hav~ hearc heLa today. From re-

presenta.::ives of our friendly competH:ors. This is what

J: questioll.

l'iR. C:OI.Ds'rEn~: \'lell, th.at :.f: the kine. of disease

you have in Washington. You c:ut each other up, like you

were making mince pie.

rill. VOI,PE: I have, I was ge,;._ngto say fortunately.

perhaps wlfortunately. no.t been subjE,cteo to it befor~

and maybe that is one of the reasons }:'m sensitive to it.

l-1R. GOLDs'.rEE~: ~iell you arE, a la"lyer areH'i:

you?

!1R () VC-:PE: Y<;;!S sir.

HR. C-oJ:.DS'I'EIN: You are lJ.p in .the upper echelon.

You con't get dmm with '-he hoy--poly see, !'lay"bethat is

\.ihy you dem't ]mow anything about it.

HR. VOX.,PE: Ne soweb.mes get do"m belo';-I that.

HR. Go)~DS'l'EnJ: I see. Yom: up in the :L'Tory

castle, you don I t get dONnvlith the :r,oy-poly <1110 roll

<l;70IJ.nd in the mud. I.~ 's tough bL1sin€~ s.

N..1',. VOLPE, }: jm;"i: want to Eay tha.t wha.c haG

been St'l.ggE!st:ed h'are by t as I call themJ our fx:iendly c:om-
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pet itors, is that yO\}. nolY c!l<lnge the srz'otmd rules. That

we nCI';} proceed en a different basis than we wc,:e 'aced

with at the U.me that 'Jle subrn:Ltted OCL' proposaL They

had the same op:;ortunity to compete c.r, -Chat proposal as

we had. :(n every respac'c. And havir.'9 failed, ,~e now have

presented here this a,;te:cnoon, arguments based on what I

think is a nuroJ:Jers game. As f:ar as these estimates are

concerned, I agT.q;ewith Ilhat has beer, said by some of the

speakers before. The3e are estimatee. But againt I

\"/al1t to emphasize tha'~ one of the impox-tant criterion

used is?, mllking 'che selection and determing the qual:ificat •.

ions ane: 'i:he competenGe of an organiza\::ion :Ls how cloG

he comes to your. own est :imate of what 'cbe jo'b requires.

An.d, :k. that, :C th:i.nk .~~at vIe did a SL'.perb :iob. And l)ne

'i:hc:r~we think :is realistic and can boe ,:el:ied on.

lmd, ,./::'1:h that Hi]:, I have nothing further 'CO

say •.

Gov.E.\':NO!'.t,jAtlDE!J: Any further quest i:>ns? ~rhank you

very mnch.

I hope no'(;.

Is .ther,~ anyone else 1:11,,-c we have missed?

Is there allY thing else you al: want to add

to thi.s confu:3:i.on?
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SECRETARY HUGHES: :t \;Jould like -;::csay a couple of

things in vi€Jwof ever.ything that has been said today 'i:his

seems to 1:,ethe day that DO'!,1.13 a whipping boy.

r think we al:0 really getting to some basic issues

here and "Iithout saying anything more on this particular

part of' it. I think \~eare getting to a basic issue of
, ..

whether \1e a;:e going to build that system or not. And

maybewhether ;'Ie should or not. As I have discussed with

you on many occasions, its going to be difficult under. the

best of circumstances to build a system this large and this

complicated. And, if the circumstances aren't the best,

which they appear not to be, and if pr.ocedures aren't

streamlined and we can't expeditiously move, then we

acce t that, then it Hould almost be ,ny recommendation

'tha'i:we not go ahead hecause I thil1k that the ultimate

result is goin", to b'i! many, manymore dol' ars than \1hat

we are talking about because the main thing that cont,-i-

butes to the cost of syste...ns such as this is delay.

think even the engineers and professional people here

who disagree on everythiag else would ~gree on that.

So, I will say no'::hing more about that.

I

•
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es':;:imate of 1, OOQ,000,295 man hours. Everybody could

have bid on the same contract, then you could have

sel.?cted .1hat y:)u th.ink .the best outfit

SECRETARYHUG~lES: 'I'hat 's a legitimate question. I

r:aise the question myself., :r~utI think t:he last speaker

indicated this, that you could put it out. \'le make an

estimate of '<!hat we '~:hink thG rna':'!hours are going to be

and 'chat goes in eve;:y' proposal. B t, 'chere is something

to be said for havil1fj the finns chat are submj.tting the

p:coposaJ.s to give their estimate of. the man hours because

.that helps youeD detez'mine their expertise, th'!!:!.?' quali--

fications. Whether or not you feel they unders.tand '::he

mClgn:i:tuClc of::h joh and '",hat: is going to be required in

man hour.s to get the job done _ You can go both ~1<lY:3 on

tha'~!, "\'Jei::lC!n'c 011 the 'Hay 'chat it is ~111 important elf~ment

of dete):minin9' the qualifications of. the f.irm to get their

es'ci.matc of mal1 hourH and from t11at ":0 de'i:e):mine t...•hether

t:hey :eNllly. U<1c!ers.tooo the mzgnitude of 'the job. And, I

.think maybe t his has borne OU':: because of .the closeness of

the majori~i:y ,:)f 'ch,= ~~:i.rmsin estim;;rting 'the man hours to

do it ~ Bu\: the p:cocedures I l1noe~c tha la~:l; say s y!e go
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through this process, considering price, considering

expertise, but neithe): one shall. control. And through

the process, both elememts hav,~ been weighted and they

have been evaluated in making the final determination.

In this ;i.nstance, and we have done this on most

of the contracts, we've given more weight to q alification

t~an to Price, but both have been considered separately

I might say. Independently of each other.

uR. GOt,))STEI"',; Ri.ght on that point, Harry.

You say :VCl\ gi.ve more ,..•eight to qualifications instead of:

p:cice. Is the)'i: \lhat you are sa~'ing,'

SECRE'N\P.YHUm-roS: Yes sir.

I"lR. C.;oI,DSTEJ:iii: You d~.dn't make the evaluation.

Your s\!bordinate l'laae the evaluation, is that right?

SECRETARYHUGI1BS: 'J~hat is <:orrect.

MR. GOJ:.lJS'l'E:IN: An he said tha';: all five "JerE

equa1. . Isn I t .i::hut: cor:t.ec\:?

SECHE~,'2"'R'"HUGHES: No they aian't say all five .••.1ere

equaL

i,iR. MCGUIRK: No 'i:hey aian Lt say all five Were

equal.
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HR. GOT..,DSTEIiil: O;~qua! ifieC'. Wha': other words

qualify you to be equal t:o \.;ork?

I1R. 0 'DONNRL:.~: Unoe,' .the -pzocedures that are

adopted, one of the things we have to do is to __

Ioffi. GOLDSTE:G:Y: I haven 't heard anybody say that

anyone of these peopl(~ weren't qualified to do the work.

Ac.:cording to 'chis book I n,ad here.

MR. ADD_SON: Before that book and n-, of t:hnt

l1l<d:erial Vias r~ceived l'ie went through the process and got

down to f.ive. 'f1e got that five, "-Ie<l3sumed a'c th<lt pc,;i.n'c

all :Eve "ie):e ualified. The purpose of receiving the

proposal:, was 'co f.ind out which one h~6 a superior cGlpa-

bilH:y to folJ.DI'i 'i:hroLgh and perform 'm the job because

i': was challan>}e to give un in their l:>:coposal how they

\/En:e going to do j:t a!Cel why they shou:'.d be chosen. And on

'i.:heba.siB ,:>f the proposals; they are no longer equal ..

r.m. GOLDS'rBIi\: vle11, 'cha'i: in your intrepret ation.

M:R,_ ADDISON: 'I'hat is cor~'eci:.

m't. r"iCGUJRI<: ~rhat is \';he)~ei'i: relates to ,:he

MR. GOLJ)S'l'EIN: I other words, you Cull rate any
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damn 'eh' 9 you wan ':.
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may ;'Esagj:ee wi'ch the judgmen'cs that 'o'ere used. but I

think (maybe they "Ion' t) that it hilS been fair and

cbjectivn. But once you g" through that, go to the

selection board and have them make the selection. At

that point you don't '.ave any contract, make the selection

of the f.irm. And I might add, that c'n our selection

board. by oU): O\m instance a,s contra~ ted 'co the other

~electi"n board. we her'!e w:cit',:en in t.he rules that it has

to have 'the vote of at least one of the public members so

that the Department: cannot dominCite the selection.

HR. l!JAlI1DEL: Harry, let me ',:ell you what bothers

me, and it really bothers me. Maybe "Ie have, by la"I,

Pt~t ourselves in 3uch a position that "'.-Jesr- .. making ou.r-

selves so unnecessiarly compl~_cated it is cos'cing a foro.

tune. Ne hav0,.,-a perfec'c illustra'ciop. is .-_.I want i:o give

you th:Ls :Lllus'cration l)sco'J.se 'this i::; \I}hat is bothering'

me. Jus.~ <J month ago, we ','ere des :i.gnj.ng .che urgent naeds

:Cor pr:;.sons, everybody kno ...;s. We hact 'taken five proposals

from a .chitects 'co des" gn a 128 ..- any hO"l, a li"'cle

pr ison . Bu.c in order to speed it up, I signed Oln emergency

order so that they could immedia'cely 90 to work. The bids
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had come in "t $68, OO::!_ But tlhen they sat down and picked

c.ut an al:chitec'c, it ,"naed up costin~' $28, 000 _ Because it

didl' 't h,,1'le .co go th:r..,;>ughall -;::he prc,c:edures. And im;tead

of saying it would take sh: months .to design it, we said

it had to be designed in 30 days and they said fine. They

would do it in 30 days for :?28,OOOas opposed tc the bids

that Here $68,000 <lna six months. And what bothers m~ is

that "Ie may have, by ':>ur own laws, pL1.t ourselves in the

position .chat t.:as cos.cing us <l hell of a lot of: extra

lr,oney.

lffio J"l,I1ES: It costs a lot c,f money to 1,id.

GOVEfu'lOR l~AmDEL: That's right. But to do the things

~.'.;G \-;an"c'co do. This is what 's bothe:ring me.. :.:t may i10t-.-

\',1:.611 'de .~a1k 2' out .ch;,se hours, maybE.one firm is able to,

"ba ause of it:s O"JU syr:r:::emsI aD thing~ eheap~n."than another ..

1.1l.~. GOLDSIJ.l:t~:[Ff:They don 1 t f li:l: ii; on -the back

bu!:ne:i:' •

G<JVERi'lO R 1.m~TDEL: 1 mean, you know, it has alw1JYs been

a custom, wi.ch all au::; respect .co a.1.1of oUj~ friends her.e,

bl:t sta"Cf~ work ablays has a low prior ity. v1hen em

architec'c had a pr:i'la.~e jab, he got tr.a.c one done ~~hile
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the State job could s it and w.d:t. BI:.t when t'le told them

we bad to ha'lo it in 30 days, they get it in thirty clays.

# .nd ~lhen lie -Cold them that we were geing to se .ect that

a:r.c1:itect,the price dropped from $62,000 to $28,000.

flffi. JAHES, Hones'cy is very expensive.

SZ~RETARY h'JGHES, Yes, I don't think there is any

doubt about it. 'J:'he p:cocedures are sornewha'c cumber-SOIL

and are g01ngco refInct in C03t, there is no question

about it, But, anyway here we are and I understand the

responsibility y:n gentlemen have real}.y to fully under-

stand. and I don"e fu!.ly, lJll.t to fully understand it takes

vlalking r.ight 'Ch:Wl1gh the vlhole process and nO~i you ar

here ",d.th i'e to ask .to be approved and if we are going to

re p',m. the Hh010 procoss ,.hen we get 'co .the Boarcl on t is

or a:~l 0\: 11e]7 C()il:~;7actB we:; are going 'co have even more of

the Gumbe1:somo de:Lay [<'cuff that you an' 'calking about

Gl)ve:":nor... l~ndth<lt i!:.: a11 I Im going ';;0 sa~i on that.

I \'lol'.ld :.ike to Bay briefly, on the p17ev:Lous con..

t:cac'c" I don 't Jmo't! "ll,ethel' any COi1lprOll'.:!.se 017 agreement

has been reached or nc:'c but there v-Jer_ some statem(~n'cs

that I \'1' sn I t go:Lng 'l:C say anything a1)ou'l: but 1. just can't
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stand here and hea;: "C11<l3tatenents !TIede 3bollt the ))epal:t-.

m ni: of ~~):an3po:>:..tatio:1. and itH affirrna'i:ive <Iction program.

:i:' 11 s'<:acl; it up aga1.:1.3'<: <:lay" affirmative c:c':ion proaram ot_... ..•

e.n:l' othel: State agency. :c r 11 stack our contract provisions

on af:Eirma.tive action against emy otber state agency con-

tracts if they have any affirmative act:ton in any of theill.

\"Ie have made an eff:or'c and hope that it is 90in9 'i:o be

wco;:ked OU'<: but maybe '110 are gett:~ng to a basic decisiol1

t.here, is it a goal 0<: is it a quo'ca,' Because you can

a1\1ays crgue about wh3theI.' a best effm:t has been made and

then YO\.1qot in'lolve - in price. What's going to cont r01?

Response to affirmative actiol or the p:r'ice? And that is

where we seem to be ba~ause~hen a contractor says it is

90i[;9 'CO cost h.irn $500,000 morc to dc' it by a\'Jarding 'i:he

contract on a sub 1:asis than what I put in my bid, th-an

w~~get CJo'.'lnto 'the gut issue, What i.= ';yoing to control,

price or aff.irmative action. I think we ar(~ going to

hEV2 to give sorpe at:t8ntiol1 "CCtha'c"

c;OVEID.!OR w"\cmEl~: '.rh"nk yo u.

BRa J'Ai~ES: :::an \'J-9 have a rE'port on "the fi~si.:

item?
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,OVERllGF, ~iANJ)W": How cbou!: sending N:lck

in as arbitr.bl t,I'~?

GOV3HNOF f><JUm,'::L: L-et '5 take a 10 minute break

(Thereupon a breCl':w,IS taken at 6:35 o'clock !?m.)

GOVEFEOR r~.NDEL: Senator, how about getting up to the

end af the i:.ab:'.e and tel15.ng us vlher'e ,'~e are? Can we get

to o~der please?

l'ljR. :OOUGJ~AS: We have met, and I believe, '''e have

an agreement in stilistunce although 1 8m one of those kind

of :lndiv:Lduals .,>1110 re?11y don't believe.'n a comple'te

a<jl:eemen'i:until, ,,'e bot.h see it in black and white. I

'chink o'£t,~r viol:kj,ng with these gentlet:1en, I bel ieve that

they aL'e going to live Llp to b,eir. WO):o and tha'c the

l.i,":YC1:S arc go:'"ng to se'c oOl'ln and draH 'up a memorandum of

unders'canding and we "re at the poin'c IVhere the 80-20

S:d..:t.1iy~ion, \'Ie haVE' accepted th,;i'c. One ~ioint venture is an

80-20 joint ven'i:Llre on the trucking 0:: some material, ,,~hich

puts us <l'C, whcln ,,'12 include the $('20,000 that has 1llready

been ""a;:ded, th" t is abou'c $3,516,500 and the con'c ingency

'flhich mi)~lt, it is an option, it is a one-half million
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dollar opt ion item, "lr-.ich might be exr:rcised an it might

nol: be. It mighi: be $ 500,000 anc; it might be morc. We

feel that can be thrmn in. we have a ':ol:al of about

"I.l . J 1 .•••• mJ. '.•1.0n. 'l'hose, I thing I speak for the minority con-

'ccactors, wc will go o,long \~ith this. 1'1efeel tha.t the

gentlemen here have negotiated fairly and it was a difficult

negotiation because of th", posi.tion w'~were placed in.

But, they have negotiated fairly anc' 'Ne thinK vie vJill

next day or so ''1e can write it dOvlnLl language so that

everybody can unders.till1d i.t and e'lerybod; can sign i'i:.

Is that in agreement ~ith you?

MR. BARTHOLGrillW: Yes it is.

ElL DOUG)~AS: One other item that the Governor

2nd you and !: K':lON what I am talking about. We have sat

down with £-1'l'1',on 3eve:,:al occasions, once with Allan

\~ilner. 'l'he ;\dmin.ist,:ator of: Nl'A saie he had no prob:'.em

with those things 'cha':: "Ie disc\lSSeO ano we ",'Quid like very

much if: .~he £utu-re contracts would stai:e in language that

:i.t Jou16 be a min.imum of 10% :rather trkan a goal of 10% so

'that we don "i: hav2 thi.s kind of situation on everyone of
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those con~racts.

GOVEf<:l:iOP_ .MAimEL: I thi.nk Viehad b",tte:r get this thing

resolved and -i:h",nget into that, beCC'lISe I -i:hink that is

a legal p::ob1em tha-c ._qecould ililve.

!(ffi. r.OUGLA.S:We ,emove our opposition to the

Bolton Hill contract based on the agreement that Vie have

reached-memorar,dum o:c unde:cstanding that we have reached.

GOVERNOR1~\NDEL: Oka, and Mr. Bartholomew, I want

to say to you that 1 am just speaking for one member of

the Beard. I appreciate your cooperc,tion t at you all

have given to us in ge-cting this pro]:-lem resolved. 1'.S

fc:r as I am concerned, as I have sa ie- earlh,r, I think

it is important tha-c -ve get this cont ract going and get

it lToving.

1R" B!U,'l'HOL,m,mW: Thank YO'l sir.

GOvm<JJfOR 1.<AI,IDEL: Ane I \'Iimi: -i:o tell you that I

appreciate it and i[ 'chi;:lk the ther members of the Board

also appreciate the cooperation that has dev0loped anc

:.. think it is a heal-::;1Y -ching that h<s developed as far

ES this situation is concerned and I think it will help

L.S in 'che futu.re.
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HRo DOUGLAS: If we can get the agency to help

vs in the future, \1e won't be j.n tll;.s position.

GO 7ERUOn HANDEl:': I'm sure you' 11 have -the age cy

]-.elp and I think that ,Senator l-hlghes ':Jill have a few

~ords to say to you privately.

HRo ,JMIES: !: m')ve that the contract be aVJarded--'

SOVEPJ:I0Il I-lAN. EL: :tt IS it.em J.-T ..

!'1R" JAMES: Item looT to Fruin-Colnon -Cor::orat ion

,md Horn. Constru(:t ion Company.

!-1R" GOLDS'fEn, , ,Just let me ask you one quest ion.

Khat hi:lppens too tha-t crd:>n."nceup there in Balotimore? You

(:on't think ~}e have -;:-:_1~Cc:d: before the horse?

HR" MCGUIP.E: I think that has to do with this,

. r~R.. GOLDSS~IDJ1: I second "-he 17'0:- ion• ~_. t_ ~ _ •

GOVERNOR j\,11\1'DE-:': The mo-~:ion is made and seconded

tha-c Item 1.-'7.' be approved, the con.tree\: be awarded -co

Fruin-Colnon Corporation and H rn Cons-~r'-1ction Co:.upany,

Sc _ Louis, His souri

11R. GOLDS'fEIH: With tbe unders-tand:i.ng tha-~ it

\-70'.11.dbe as pr:ess:rced to '.t~by Senator Doug1.as. That is

the mernor<.lndumof Und'3l:S_i:onciingtha-c Sena-i:or Douglas pre-
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11R" rtA~ DE:C; If ther(~ i8 no object ..on, "Ie w" L1

1m. DOl'G:':u"'S: 'i.'hank YOLl sir.

< cJjc u,:n.

11R. f.lANDE:G: :~fther is no objection we will

UP.. /lANJ)ZJ": On the 0'<"11 r it( In li<lrry, "'"e' re

< decif'i0n ai: the ne- <. regular." Board m"e"tina, !lex

r r:L( d~J. p ;: tl"" itr.'l on the C'gend?, rte '~.. ITl, f::)r

12~ ing adjourn~cJ a<.
6:r,n I='~l,~~ P ~~
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Octoher 5, 1976

fIJI. Fr ank Hoppe
Mass Transit Administration
109 EClat RedHood S.creet
Bd.timore, f.la!.'ylcli1d 21202

Su13.J"ECJ.': '1'he Rillph !JI. Persons Company
Labor Relations

))U0 t>:>rec:ent: all.egationa in news articles .co the effect

1 we believe it will. e beneficial

. e following information.

'.rho Halph !L Parsons Company has :oeen a union contrac.cor

since th3 format ion o!: 'o.:heCompany in 194E. Our repUl:a.i:ion

with ..:he Building rrroden Unions is well kno\'1n from the

Genej:al Presidents Offices in Hashing on, D.Co th1.ough

the local unions and local Building ':f.1:cades councils in

Velr..ious par-cs of the coun.~!'y. 1'-1ehave an excellent rapport

with the Presiden.c of the Building '.rr30es Department, Hr.

Robert Georgine und his staffo

As a Company, -"e c;;:e very 3c.tive uS a member of the National

COi1.S.~1:u~-;::orsAssociati.on "hich is .i:he o;11y all-union general

cont:::'21ctoJ:'S assoc:i.u-~::icn in 'che Un:'~ted states... Our labor

;:ela.cions activities in~lL1de C'1i:l:l.rmanship of the NCAI,abcr



!

128

Relations Committee, Regional Chairma ship of the Gl:.lf

Coast Con"tractors (NeA) , Chairmanship and 14ember of

var ious JloiJ.e:t'rnaker Negot iat ing Committees.. We \,;er also

:Lesponsible for negotia"cing the I'lodular l'lork Agreement "n

tll>2 S"cate of Washingto" under wh;;.ch Hork is p<:>rformed for

uni.ts being shipped to North Slope 0.= Alaska and member of

tlle negotiating committee fur tbe Hous"con Industrial Agree-

ment bet~leen "::he HeA and Houston Building T):aoes Council..

Our LanOl" relations Director S~"rves on the Board of Tru~;-'

'i:ces fOl:" BoilG;.ma!,er Eational Pension '.rl:Ust F'und and on

\:he Boi]~e:(.'makr.~r 9 '\"lestern states V cation Trus':;; Fund;

;]].I)11g~l:L-i:hbeing Chai:cr,\an of the NCANGgotia'i:ing Com.mit"tee

t-,~j:i:h the United .sso-::iation of Pipe:Ei'i~'I:ers an Plumber 4

It has been o'r Company policy to promoi:e union labor whE:re..

ever we have direct contl:01 of hiring labor or selection of

subc::orr\:racto~s. We are signatory to nine N'a.i:il)nal Labor.;'

i~gr.eemen"i::S • J:n cases where we do not have National

AgJ:(~ement:8':102 sign l.oca 1. agreements w:;.th cel:tain 10ca 1 t'nions.

~vhej:e '"!e have had cJirect cont;:oJ. of hir. :Lng or. subcontl:acc s

,.f<J have l1<;VeJ:hir.eo non-union labor nor. have we issued
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11117. Ed Courcney, I'resicent of A!?!"/cIO r.letropolitan Cons'cT.U_-

tion Building Trildes Council has al].eged 'chat Parsons has

bad ;~ela\:ions \1ith the const:cuction union at B.W.I. Airport

Project. We enc:'.ose <; copy of a lett'i?;: from our J'ohn

lv1cKinney., Construct ion Nanager f to !t1r" H" {~l~ DlJrhzrn,

Dircci:or of EngineerL~\9 for the S'ci'l'i:eAvia'cion Administra-

tion. I'Ve believe you will concur -clucParsons, as 'the

C()_~S'i:l.'uction t-lanager: i hac .no direct control over ~,vJal.~dof

contrBc';;s and that in ~Jll cases "'Ie \vere perf()rming in th~

brSl'.~:t ::.nt(~rests0:: the client"

If there is any :::urther informai:ion we may provide to

cIar:U:y the situationt please advise ..

Very truly yours,

'IHF. RALPH tL PARSONS COMPMIY
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lIugust 31, 1976

Hr. H. 11'.D\l1:ham
J)irecto): of Engineer :i.::lg
G'PATE AVJATION'l\DHIIESTR.'\TION
1\ ir Cargo Complex
BaJ.t ir,lore/Hashin<j'ton I'tn. Airport
Ba J.t irno:::-e, Diary le1110. 211',40

De,:Jr ,M.e. Durham:

~1r.Janes ,J'. 0' Donnell requested that he 'be furnished

detuils concerning ani alleged problems that the Halph H

!'a::sons Co./ Baltimo::," Contractors, Company, have had

concerning l<lhor at t:le Baltimore/Washington :tnt. Airport.

'1'l1is informcri: :i.on 'Jiac ';0 address statell'.ents maoe by Mr.

Ed Cour"l:.ney, Pr.esiden': of 'the AFLICIO, Metropolitan

Cons cruct ion Buildj.ng Trades Council.

:r,;p:r.ly in 'the COl1:ltruct ion program a meet ing was

held I>!i'ch a represen'c,]'cive of l"':x. Courtney's office, Hr.

I.:ow!1ardHudson c E31'i: :'I~ore Contractors, Inc., Hr. Harry Hine,

J-,;:Jl;o:!:"Rela'cions :Dil:cc';:m: of 'che Ralph M. Parsons Co., and

myself. At "Chis "cimeHr.. Hille \oJen";:into great de"tail

p:>:Lncing ou', that the Ralph M. !:'arsonE Co. Has a union

COIl'cracco:;; ane as [IL1Ch had nevm: worked non--union any place

i..l the Un:i:coo'dstates. The f:came -..,ork of OLU: ConstJ:uctio::l
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Management contr~ct vas discussed and it was called to the

aeten";;ion of the labm: represen';;ative by Iir. Hudson "that the

Ralph M. Parsons Co./Baltimore Contractm:s, Inc., "Jould

not be doing subcontract work in their name. as our con.trac',

pr.ecluc1ed "this action.. A statemen"t "JaS also made that my

craft labor under the direc.t supervision of the Joint

Ventm:c" ,)\.1ldbe a mer;(bel: of the 'lPP1:opriate "c:cade union.o

!-Io,"levcJ:,the J"Oil1"' Venture had no control ovel: . union

affiliations of prospective bidders for work at .the airport,

as state S"tc:tu\:e did not require any spGcific l.abor a£fi.-

lint ions in orde::- to })(2 qualified. to submit a bid. To

date, the Jc:Lnt '1en'c,,):o has made recommendations for an

award of apP'roxilr:a"C<~ly$41 millio;1 of con'cracb" each time

wH:hou\: J:egard to labo,': af,;iliati-:lns of the recomm"mded

con\::cactor ..

~~odate, '\::he:-::ohave been fifteen (15) contracts al'la::ced

to un:lon prime c( nt;:'ac'cors and el'3ven (11) con"tracts awa:cded

to open shop prime contr.acto;:s em the Terminal Expansion

P::ogr.am. ~l'hese contracts represent ap roximate1y $41

miJ.1ielll\;orth of y}oJ:kof ,~hich approximately $33 million

;.!as a"larded to union contraC';:07:S .md $8 mill.ioll' to open

,
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,
shop con~ractors. This represents 80 percent of work

:bei.ng performed by union contr<1ctors and 20 percent by

open shop contractors.

Our invest i.a~ions have revGClled ~ha~ approximately

7S percent of "<:h8work in the Baltimore area is new being

performed by open shop contractors. It is obvious f::om

this infQrma~ion that ':::hegreater percentage of work at

the ai:t'port :tS being performed by uniot1 contractOrs chan

the balance of the Ba.1:;;;ilTIOrefiietropolitan area.

A ,:cvie" of "<:hetype of work being performed by open

shop contractors reve" !.s tha'c mos;: of it is ut ility" .;:ype

work whic i~ very traCitionally performed by non~union

contrac"cors. However, j..t is noted that cllmos\; ,:JithOllt

e:;ception the ',mion p?:i!l,e contractors il<.lVe 'subcontrac.ted

a poz"tiol! of t;"leir wo.d, to open shop mwcont:caci:ors. The

~Toini:Venture is :.:,esponsible £01" making recommenoations

concerning app:.:oval oE each subcontractor. :Cnall cases,

withcut -xce;;)";::~on/ t})J~se ::ecommencations have been made

withouc rega,:d to union affiliations.

It is our Unders"ca:J.ding that Mr. Courtney Has pe:t'turbed

by ()Uj~ :cecC>ffinendation cOl1cerning thS' t..'zge =.:-a'ces to be

incorporated i.nto Con~:::act No. 1238, Elevate,] Roadl'lay and
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Overpass. Xn 311 CaSG8, Joint Venture recommenda~ions were

made in a,e hest intm:est of. the ::::lient. Early in the

cesign ste:d:e 't was re<::og ized that 'che project had to be

packaged in such a IUanller as 'not to jeopardize the parti-

cipat:LQn of i:he :Tedel',l:', Aviation Administra'tion in the

appropriatel:ortions ()l; the "lOrk. ')','he Sta'te Aviation

Admj.il:i.s'C1:aticmobtained a grant #'14-1-8 ..24-0005-07-74 from

the Fede:.:al lwia'i:ion A(}minisi:l'atiorl for construction of

h(~!."dst:and3 ~nd the Access Road and Elavatea Roaci\';ay &

Overpass. ~ehis grant repl:esents (J to'cal of $4,500,000.00.

At t:, is t imei:he l"ede:caJ. statute does no'\: permit the

F(Dde:~:a.1.l~v:Lation 4~dmi.nistration to pal:"cicipc)"te in construe-

'G::.on oj: ';:ha 'i:e:r.mj~nal In:~ilding racili'l:ieG., In order that

'i;ha structnre COt"\ld :LJ.1.no t'lay be classified as a buildin~f.,

ari "e:xpm"3.1.0i1jc.int" was mace hetween the te:cm.'nal building

construction and the t~_evated roac:way cons"cruct ion. This

def:.1.nj,'i:(~b:cealc wa,; made to precluce anyone from alleg:Lng

thz, i: the eleva'tee' roadway was <l ruilchng \/hich would in

re,ality preven":: th.? Si:ate l>via'i:ion Adm:cnistration from

recl~~.vi!lg'l:he J.'leoe:t:'a_ A-..r :tat ion F.cdminist:rat ion par-c ic ipat ion

in "chis project, \'J:'JiCll:cepresent s 75 pE,;;'cent of $3,069,000.00,
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or iJpproximately $2,220,000.00.

In addition to the retention of the federal partici-

pat:'.oli by u'i::i.iiz:Lnghighway wage rate~;, in lieu of building

uagc:' rates, a substantial savings was obtained theor.eti-

cal),y Clue to the lower wage ra'cC!s. ''1'1Iis project involves

approximately 100,000 man hours of labor. The building

;"age rate is approximatel:,: $4.69 per 110ur higher 'chan ,a

highway rate. ~'his difference repreSElIlts savings of approx"

imately $469,000.00.

Contract No. 123a was advertised on December 10, 11

& 12, 1975, At the time the contract was advertised high-

1975, t~r. Gam:,a of ';:h,,, Federal Labor Commission called

to C5.,'5CU38 ~lage rates and to advise of the complaint that

had 'been ra:.sGd by Hr. Ed COur.'c;1ey. (See Exhib ie #5.)

n J'3nua:r.y !i, 1976, )~(~presentatives 0:[' the U.S. Labor

Department: visited "i.:he pi."ojec", and discussed t:he Elevz"ced

Roac','1ay 1'lith i':x. Dennis Rcxanis of the Office of Information

(See Exhibit 'fl5a.) Based on the

I

inft::n.'ation ':ha'<: the :Labor representatives obtainea in this

meeting, they made a determina'c:i.ol1 th2..t h:i.gh\'iaywage rates
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were incorrect and that the building rates should be used.

(See Te1egrm:l da'i:ed January 13, 1976, Exhibit #6.)

Ray J. Dolan's, U.S, Department of Labor, ~]ire,

dated January IS, 19'16, 1:0 r.,r. 1'1i11iamH. l'lhitt1e, Chief

of .'1irports, Federal l\viation Administration, advised that

the wil:e of January J.:l, 1976, was only applicable to a

pOl:tion of the contract \,'ork. :By Exhibit #7 wire .. dated

Janui:lry 22, 1976..the U.S. Department of Labor rescinded

wires of the 12th and 15th and advised that the h.igh\lay

Duraing the period from December 31, 1975, thru

Janu:ll'Y :22, 1976" our :.::ecoros revealed 'chat: vie ma'd~a

total of clave,,(lJ.) phone calls to the U.S. Depar.tmel1't

of LaboL and tne Fcde~alAviation Administration in un

ef:~or.t to CJ(lC a p":opel: wage determinai.::i.on, An equal num..

bel: of phone calls Were received from ':hese agencies ques-

tion:ing c:u:c :recommendation 'i:hat the S\:l:u.cturc ~IaS a bridge

in lieu of: a building.

A mee'i::ingwas held in om: office ~lith the I,abol:

De9ar'i:mel~:,:,Cl.tt17h:i.chb.rne it \>/aspointEJd out that highway

were used in lieu of
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building criteria in designing the structure. This infor-

mation is so noted on the design drawings. Also, to further

justify our opinion regarding the proper wage rates, an

addendum was issued to the bid documents deleting all Ar-

chitecturel finishings such as ce1:'amic tile ana E'i:ucco.

Basee on the above information there was never any

justification tOJ: the use of building rates in lieu of high-

way rates in the construction oocuments.

Use of high<,1ayrates did not preclude union contractors

from bidding. The project was eventually awarded to a

union general contractor on ou): recommendation. The use of

tha highHay rai:es j.l1cJ:'~,asedcornpe'i:;.tion and insured PA.lI

part:i.cip<:ltion. '.Cheyd:i.o not prevent union personnel from

c11)ing the 'ilork.

The only o'ther la1:;or rela'ced 1.'0: lem that has

occu):ed dU1:ing the expan"ion of the ai:cport was an infor-

mution<ll picket line pert up b:'f sprinklm:- fitters in which

i'c wa•. a:tleged that Ingleside Construc',:ion Company,. the

wages. Ho#ever, it is noted that ~ngleside had been fur-

nishing certiried pay:>.:olls \~hich indicated they \1ere

subcon'cr<1ctors for R.S< Noonan, Inc:., \1ere pay unfair
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paying wa~es and fringes as required by the contract

documents.

This information::ll picket. did not adversely effec'c the

p:cogress cf the 'york, as only a fe\v of the wor.kmen'honored

the line for a couple of days. It is OUI: understanding

that this a.i:temp"'=at a ~Iork stoppage was to deter' the

R. S. Noonan Co. from using an open shop subcontr2ctor

on any future bids. lIt the time of this labor problem,

';;he RaJ.ph 1-1. Parsons Co./Baltimore Contractor~l,

I:'.1C•.. reaffirmed to the 1'1.. S. N00i1anCo. \:hat labor r.eJ.a';;ions

were tnei:c respoils;.biJ.j.',:y, not that of the Construction

Itlana.ger ..

It is sugges';;ed t.hat .a copy 0.. this letter be forwarded

.(l t.h:. 0 'T,:OJme11 ,gel' h5.s i.l1formation and use.

Ve y truly yours,

THE RJ\LPH H. PARSONS CO.!
BAII!'IMOHE COCT".'RAC'l'ORSc :iNC.

,Joh.'1D. I"1cRinney
Cons.truction i'1ani:lger

A-i.:tnchments:

Exhib i.t No. 1 Wage Rates as sen';; out in Addendum No.
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1 12/23/?5

ExhiJ::it Noo 2 Original Request for ylage Rates from State
,

Exhibit No. 3 state Building vJage Rates as submit"l:ed to

the SM

Exhibit No. 4 Confirmation of determination to use Highway

Rates vs. Buildj~g Rates

F.;xhibit No.5 R. W. !'htchell assessment of s:i_tuation

Exhi1;i'c No. 5a Recor of meeting with L~bor Representative

];:xhibit No. 6 TelegJ:am from U. S. Departmen.t of Labor

Exhibit No. 7 'l'elegram from U. S. Department of Labor

Exhi'l:'it No. 8 Telegram "CO r/IX • H. \\T. Durham

F,xhibit No. 9 Confirmation telegrams

Exhib it No. 10 FA'!. Cr.,'1currence

Exhibit No. 11 Bid Ta~ulations

E:.hih:i:i:: No. 12 "General Con'crac.t information
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