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Decernber 6, 1971.

*rffoo. Jarne s J. Mande rino, Repr e s entative
Chairrnan, House Resolution #84
Turnpike Investigation Cornrnittee
Comrnonwealth of Pennsylvania
Capitol Building
Ilarrisburg, Pennsylvania lTlZA

Dear Repre s entative Manderino:

I have been advised by copy of a letter of Novernber 23, l97L
frorn you to the Honorable Lester F. Burlein, Chairnlan of the Pennsylvania
Turnpike Cornrnission, that you have requested a copy of the Consulting
Engineerls contract with Michael Baker, Jr., Inc.; and that your request
for this inforrnation as well as other inforrnation is part of your Cornrnittee''s
desire for inforrnation to be rnade available to you for providing a thorough
investigation of the Pennsylvania Turnpike Cornrnis sion and its activitie s in
accordance with House Resolution #84.

This letter is written direct to yon, with copies to the rnernbers
of your Cornrnittee, to assure you of the concern, interest and desire of
Michael Baker, Jr., Inc. to assist in providing you all inforrnation that you
need and to be fulIy cooperative with you and your Cornrnittee in your investi-
gation. A copy of our Consulting Engineering contract of June l, I969 is
attached, in the event you have not yet received. sarne.

Believing that the soulces of your investigation thu.s far rnay not
provide full background concerning the perforrnance, function and duties of the
Consulting Engineer for the Pennsylvania Turnpike Cornmission, we felt it
advisable to provide you this further inforrnation as contained herein.

You have, no doubt, been provided a copy of the Trust Indenture
of Septernber l, l95Z by which the Pennsylwania Turnpike Cornmission operates
under its Trust Agreernent with The Fidelity Bank as Trustee. You will note
frorn a review of this Trust Indenture that the legal documents which it repre-
sents provide for the structure in the governance, management and operation
of the affairs of the Cornrnission.of a Turnpike Cornission as provided by the
Legislature, a Trustee to represent the bondholders, a General Counsel of
the Cornrnission and a Consulting Engineer. The Trust Iadenture provideg
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the definition of the Consulting Engineer on pag e 24 and the prinbipal duties
of the Consulting Engineer are defined in various Sections of the Trust
Agreernent with Section 707 binding the Cornrnission: I'until the bonds
secured hereby and the interest thereon shall have been paid or provision
for such paynnent shall have been rnade, it will, for the purpose of perforrn-
ing and carrying out the duties irnposed on the Consulting Engineers by this
Indenture, ernploy an independent engineer or engineering firrn or corpora-
tion having a nationwide and favorable repute for skill and experience in such
work. tt

Throughout the Trust Indenture you will find that various duties
are irnposed upon the Consulting Engineer in reference to the day-to-day
rnanagernent and operation of the Cornrni s sion, its expenditure s, its toll
structure, its budgeting, its capital expenditures and capital progralris,
its insurance coverage, and in general its t'watchdog" activities of the
Cornrnis sion's operations in the. intere st of the traveling public and rnore
specifically, so far as the Trust lndenture is concerned, for the bondholder
through the Trustee.

During the construction of the original section of the Pennsyl-
vania Turnpike in the late 1930ts and beginning with its opening to the p;rblic
on October 1, 1940 and extending to June, 1p56, the Consulting Engineer for
the Pennsylvania Turnpike Comrnission was the J. E. Greiner Cornpany of
Baltirnore, Maryland. Throughout this period from I940 to 1956 the .Pennsyl-
vania Turnpike System operated at the lowest toll rate of any toll systern in
the nation (about one cent per mile) and perforrned its function well. Additional
extensions frorn the original Turnpike were prowided to the west and to the east
and under construction in I956. The trernendous earning power of the original
section frorn lrwin to Carlisle provided encouragement for the Cornrnission
to make its extensions to the east and west. However, the incorne generated
frorn the operations to the east and west did not hold up to projections of the
Engineers at that tirne and accordingly there was trernendous pressure on
the part of the Trustee, the financial Underwriters and the Consulting Engineer
to increase the tolls to double their previous rate. This increase was to take
.eff ect in May I 95 6.

In the interim there was a change in Adrninistration frorn
Republican to Democrat and the Honorable George M. Leader becarne Governor
ia January, l.!55. In the course of his Adrninistration he rnade certain inves-
tigations, as did the Legislature, leading hirn to believe that all was not in
ordet at the Pennsylvania Turnpike Cornrnission and specifically to believe
that there surely did not need to be a toll'rate increase. As a result, the
newly appointed Turnpike Cornrnission under Governor Leader deferred
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action on the toll increase a-r:d engaged the firrn of Michael Baker, Jr., fnc.
in late May of L956 upon the request of the Honorable George M. Leader.
I was personally called to the Governorrs Mansion in late May of 1956 and
told of the problerns and. asked if I wquld pursonally becorrre involved in the
investigation concerning the toII rate structures. This I did. In the rnean-
tirner'I r.vas, also, advised of pending indictrnents of a crirninal nature that
were soon to be filed concerning certair:. rnernbers, forrner rn,ernbers,
ernployees and others connected with the Pennsylvania Turnpike Cornrnission.
Hi story, of cour s e, records the finding s and actions taken by Governor
Leader's Adrninistration and by the Courts on these rnatters.

The firrn of Michael Baker, Jr. , Inc. rnade its investigation
during the rnonth o{ June, 1956 and the report on sarne entitled I'A Study
and Analysi s of The Pennsylvania Turnpike Systernil dated July, I956 is
attached. I comrnend the contents of this report to you for your review and
information, I specifically call.your attention to the yellow pages entitled
rrConclusions and Recolrrrnendations. rr

' Prior to the delivery of the aforernentioned report, the Trustee,
Bond Counsel, Underwriters and the Consulting Engineer had irnplied to the
Comrnission that they were in fact in default on the fulfillrnent of the terrns
of their Trust Agreer,nent by reason of the failure of the extensions on the
Turnpike Systern to generate sufficient revenue to rneet the required cover-
age ratio, interest and principal payrnents on the bonds sold for the extension,
and therefore, that a tol.l rate increase wae required by the terrns of the
Trust Agreernent.

Contrary to this irnplication by tho se serving the Turnpike
Cornrnission in the capacities as defined, our findings concluded specifically
that there was a surplus of approxirnately $52 rnillion as of April 30, 1956
(this later turned out to be about $68 rnillion) available inthe capital con-
struction prograrn and not needed, that could be used for payrnent of prin-
cipal and interest. Consequently, contrary to rulings of the Attorneys and
the Trustee, the Comrnission was not in default and, therefore, so long as
this surplus existed, did not have to raise the tolls. We recornrnended
against the toll rate increase and rnade certain other recornrnendations which
are available for your reading in the attached report.

Prior to our report of July 19, I95 6 no Consulting Engineer
of national repute in the nation had ever taken the position in the t'interest
of the consurn.err' (the user of the public systern - in this case the Pennsyl-
vania Turnpike Systern). You will note frorn our letter of transrnittal in
the aforerrlentioned report that we state that: 'rOur findings we believe to be
factual, and our conclusions and recorrrffrendations are intended to be
instructive and constructive in the inte re st of (a) People who u s e the
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Pennsylvania Turnpike Systern, (b) The Cornrnonwealth of Pennsylvania,
(c) The Pennsylvania Turnpike Cornrnis sion, and (d) the Bondholders whose
invested funds financed the construction of the Turnpike System.. rr

The position taken by us in our report as rnade to the Turnpike
Cornrnission and to Governor Leader at that tirne was very unpopular with
the Trustee and others who had been pressing for a toll rate increase, but
was not disputed or challenged.

In the rneantirne, our investigations at that tirne, and those
rnade by the Governor's investigative staff who brought crirninal indictrnents,
deterrnined that there were other rather flagrant abuses of good rnanagernent
principles that had existed in prior years in the m.anagernent of the Turnpike
Comrnission and to the date of our investigation. One of these was the fact
that the Consulting Engineer had operated prirnarily as a I'rubber starnprrfor
the actions and wishes of the Turnpike Cornrnission, rather than as a "watch
dogtrprowiding t'checks and balancesrton the m.anagernent procedures and
operation of the Cornrnissionrs affairs. Consequently, along with several
others who were indicted on crirninal charges that resulted in convictions
of sorne on rnulti-rnillion dollar fraudulent activities, charges were filed.
against the Consulting Engineer of a civil nature to recover darnages for
alleged rnisperf orrrrance. The se were settled out of court as the records
will show.

As a result of all of the foregoing, the previous Consulting
Engineerrs contract was terrhinated by direction of the Governor and Michael
Baker, Jr., Inc. becarne the Consulting Engineer for the Pennsylvania Turn-
pike Comrnission in the late surnrner of 1955. To assure that the duties and
functions of the Consulting Engineer as intended would be fulfilled, Michael
Baker, Jr. , Inc. insisted upon a certain reposturing of the position of the
Consulting Engineer so that the day-to-day operations of the Turnpike
Comrnission were constantly under observation and so that the Consulting
Engineer could assist in restructuring certain Departrnents and the rranage-
rnent of the Comrnissionrs affairs in a rnanne r that was rnore in keeping with
good rnanagernent practices and the wishes of the Adrninistration and the newly
appointed Comrnission. A staff of five experts in technical, financial and
rnaintenance fields was provided under terrns of the contract negotiated and
a fixed surn of money per rnonth paid fronr I956 on specifically for the I'watch
dogrr functions and duties under the Trust Agreernent concerned with the daily
operation and the Annual Report required, The truly intended independent
position of the Consulting Engineer was established by the Turnpike Cornrnission
through this procedure aid the Consulting Engineer was no Ionger forced to
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operate as attrubber starnpttbut his counsel and advice was sought and
accepted. llew purchasing procedure s were e stablished that elirninated
the opportunitie s f or ternptation and error s in judgrnent that pr evaile d in
previous years. New accounting procedures were established that pro-
vided m.ore detailed and accurate control. Maintenance and operation pro-
cedures were changed along with cost accounting and purchasit g. Greater
and rnore detailed attention was given to the annual rnile-by- rnile inspection
of the physical plant of the Pennsylvania Turnpike Systern and this was
reported upon in detail by observation and recomrn"endations f or the
Cornrnissionts rnaintenance staff to carry on.

Even greater attention was given to the safety for the travelers
of the Turnpike Systern. The Cornrnis sion brought about the installation of
the rnedian guard rail throughout the tength of the Systern in the years that
followed I956. This installation reduced the traffic fatalities on the Pennsyl-
vania Turnpike Systern frorn 4.6 fatal.ities per 100 rnillion rniles in I956 to
1.5 fatalities per I00 rnillion rniles in 1965 while the traffic generated in
this sarne period jurnped frorn aknost 22 rnillion vehicles pet year lo 4Zt
rnillion vehicles in 1965. Because of the constantly increasing traffic load
on the Turnpike System there developed an urgent demand to eliminate the.
bottlenecks that arose constantly when traffic was required to funnel through
two lanes of tunnels after speeding over four lanes of highway. Freouent
.disruption occurred on weekends and holidays to the extent that there was a
backup of cars sornetirnes as far as 30 rniles at sorne of the rnajor tunnels
during these peak load periods, and this endangered lives and property as
well as inconvenienced the traveling public. As a result of this dernand'
almost $I00 rnillion of irnprovernents were pla-nned and cornpleted frorn
1950 to 1970 in elirninating these bottlenecks and building parallel tunnels
and/or new bypasses so that the original tunnel systern of seven on the East
to West highway has been reduced to four, all of which have been four-laned
by the building of parallel rnodern tunnels and the cornpletely rebuilding and
relighting of the old tunnel systerns. A11 of this was done without an increase
in the toII rate structure, and in spite of the fact that there wer.e those in 1956
who insisted that the tolIs should be increased at that tirne. As predicted by
us in 1956, the surpluses found in the capital construction budget were
adequate to rneet the principal and interest payrnents in the period that
followed and keep the Cornrnis sion frorn being in default.

Questions have been raised by sorne in your current investigation
and in past years as to why the Consulting Engineer, Michael Baker, Jr. , Inc.,
likewise, designed the new tunnels and the renovation of the old tunnels and
trwas this not a con{lict of interest. tr It rnust first be realized that there is
no consulting engineering firrn i'n Pgnnsylvainia except }lichael Baker, Jr. I
Inc. who has had the experience in the design of rnajor tunnels. Conse-
quently, the expertise required by the Comrrission was available directly
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through our firm. At the tirne the Cornrnission authorized us to design these
plans and supervise their construction on the Allegheny Tunnel and other tunnels
to fo1low, the question wag asked by the Comrnis sion of the Secretary of High-
ways and in turn by hirn of the Deputy Attorney General and the advice was
given that there was no conflict of interest in utilizing the services of Michael
Baker, Jr., Inc. as Design Engineer as well as Consulting Engiueer. At
that tirne rve were adwi.sed that there was a letter to this effect obtained by
the Chairrnan of the Pennsylvania Turnpike Cornmission, both frorn the Bond
Counsel to the Trustee and frorn the Deputy Attorney General assigned to the
Pennsylvania Departrnent of Highways. where special professional expertise
is required it is frequently the case that the Consulting Engineer serves, also,
ae the Design Engineer. This had an added advantage to th; Cornrnis sion in
saving rnoney in that the Trust Agreernent requires that the consulting Engineer
under the Trust Agreernent shall approve the plans for all capital irnprovernents.
In this instance there was no special charge for our review and approval of
these'plans since we received a percentage fee for the design and supervision
of construction.

This feeling on the part of sorne rnernbers of the Comrnission that
there rnight be a conJlict of interest persisted, howevet, and in 1969 a new
contract was drawn dated June t, 1969 between the Cornrnission and Michael
Baker, Jr., Inc. which provided, arnong other things, that Michael Baker, Jr.,
Inc. should continue to be the Consulting Engineer and provide the rrwatch dog"
services as required under the Trust Agreernent on the day-to-day oferation
of the Cornrnission's affairs at a stipulated $15,000 per rnonth lurnp surn fee;
and provide such other services as rnay be required by the Cornrnission on
terrns set forth therein; and further provide those services required under
the Trust Indenture in the review and coordination of all plans and specifications
aud the general rewiew and checking during the congtruction period on all
capital irnprovernent prograrns of the Cornrnission thereafter at stipulated
percentage fees of the capital construction Prograrns. These percentage fees
are set forth in the terrns of the agreernent (copy attached); and, finally, pro-
vide that 'tBaker shg.ll not in the future, directly or indirectly, generally do
design work for the Cornrnission, it being understood nevertheless that the
Comrnission shall not be precluded frorn contracting with Baker for design
work in such instances as the Cornrnission rnay deern to be in the best
ilrterest of the Cornrnission.rt

The last part of the foregoing paragraph was provided, we
believe, because there is certain expertise of a profes sional nature that
Michael Baker, Jr., Inc. possesses that is not available through any other
Pennsylvania firrn and only available through a very few firrns of national
reputation frorn ottier States. Tunnel design is one of these capabilities.
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In spite of the irnprovernents rnade under the old toll structure
frorn 1956 to 197O, it is well known to ali that the traffic load on the Turnpike
initeased through these years to the extent that rnany parts of the Turnpike
Systern were oId and tired and over-crowded and dernand for irnprovernent was
so great that the Cornrnission was confronted with needs to deterrnine the
extent of these irnprovernents and the cost thereof. Michael Baker, Jr., Inc.
and others were engaged for this purpose and vast and detailed reports
delivered to the Comrnission coveiing the proposed improvernents needed to
update the Turnpike Systern throughout its length and the cost thereof, There
are on record at the Turnpike office copies of these reports which have
determined these costs, if they are to be provided to their fullest, to be in
excess of $l bil1ion. This is, of course, far beyond the financial. capacity of
the Turnpike Systern under the otd toll structure, and even beyond the
capabilities of the new toll structure adopted a littIe rnore than one year ago,
though that structure was considered to be the optirnurn for this tirne. Efforts
have been rnade through the years by the warious Republican and Dernocratic
Administrations we have served to prevail upon the Federal Governrnent and
the Congress to provide federal funds for design and construction of these
needed i.rnprovernents, since the Federal Governrnent had narned the East-
West Pennsylvania Turnpike Systern as part of the 90-10 Federal Inter-
etate Highway Systern. These efforts were to no avail since Congress tias thus
far dictated that none of these funds rnay be used {or de}ign or irnprovernent of
toll highway systerns, or for that rnatter to provide connecting links to toll
highway systerns.

I{ithout burdening you further with the details of the various
reports that have been prepared with care and deliberation and the best of
professional corrrpetence, we refer you to the series of reports that have
been rnade by us as Consulting Engineer for the Pennsylvania Turnpike System
on various subjects of improvernent, of financing, refinancing, capital needs,
toll rate structures, irnprovernent and operation and other related subjects,
all of which are on file at the Turnpike Office and here at our headquarters
offi ce at Rochester, Pennsylvania.

. We believe that Michael Baker, Jr., Inc, since 1956 has served
the people of the Cornrnonwealth and the users of the Turnpike Systern and the
Pennsylvania Turnpike cornrnission and the bondholders in a rnost cornpetent
tnanner to assure the protection of all in all respects. By the very nature of
the anonyrnity of the functions of the consulting Engineer we believe very little
is known by rnost people and the public of these activities, this perforrnance
and the duties and obligations of the Consulting Engineer and the risks that
accrue thereby to the Engineer. These risks are of a professional, con-
tracf,ual, legal and ethical nature and are in considerable rnagnitude in reispect
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to the terrns of the various agreernents applicable to the operation of the
Comrni s sion, the needs of the public, the requirements of the Legislature and
of the specific Governorrs Adrninistration. We have endeavored to serve to
the utrnost of our cornpetence and ability with fuIl faithfulness the public through
all of the Adrnini strations of all Governors frorn 1956 to the plesent tirne.

'\[e believe, also, that little is known by rnost people of the
cornpetence and size of the firrn of Michael Baker, Jr., Inc., thought by
naany to be rnerely that of .the individual, Michael Baker, Jr., its original
founder,

Michael Baker, Jr., Inc. is a Pennsylvania corporation founded
ae a proprietorship and individual in 1940 and incorporated ia L947. It is
worldwide in its perforrnance and becarne a public corporation in Junc, 1968
and is listed on the Arnerican Stock Exchange daily and has over 1, 500 share-
holders. Michael Baker, Jr. is the Chairrnan of the Board and Chief Executive
Officer and Michael Baker, III is the President. Together these individuals
own less tlnan 20% of the Cornpany. These individuals, however, are each
registered as Professional Engineers in 48 and 46 States, respectiwely, and
Michael Baker, Jr. is registered in the Panarna Canal Zote, the District of
Colurnbia and eight Provinces of Canada and has, likewise, practiced iri
1? foreign nations.

Michael Baker, Jr., Inc. is the third la"gest consulting engineer-
ing firrn in the world and has been one of the eLeven largest for the last l8
years (please find attached the May ZO, \971 issue of the Engineering News-
Record which lists the 500 largest consulting engineering firrns in the nation -
with Michael Baker, Jr., Inc. as the third). Michael Baker, Jr., Inc. ernploys
over 1,200 individuals in all of the disciplines of the engineering sciences in
the performance of its work throughout the world, rnore than 700 of which are
located in offices in Rochester, Pennsylvania - its headquarters - and in
Harrisburg, PennsyLvania. \{hile it is the largest consulting engineering firrn
in Pennsylvania and the only orie with a national reputation rneeting the require-
ments of the Trust Indenture on tolI highways, its total volurne of business in
annual gross incorne averages frorn $2I rnillion to $25 rniilion per year frorn
its engineering services of 'which only an average of about $3 million cornes
frorn Pennsylvania activities. The rnost of the balance of this is brought
iato Pennsylvania frorn its services perforrned throughout the world.

Michael Baker, Jr. , Inc. as a corporation paid to the Comrnon-
wealth of Pennsylvania various corporate taxes in 1970 totaling $4 631 632.49
and through October, L97l totaling $327 ,741. 01. It pays additional real
estate taxes and wage and occupancy taxes and. others in Pennsylvania rntni-
cipalities totaling $85r 000* in 1970 and $90,000* in L97L. These are
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corporate taxes only and do not reflect the total benefits to the Comrnon-
wealth of Pennsylvania through the 700 ernployees residing in Pennsylvania.

Ivtichael Baker, Jr, , fnc. , through its size and trernendous
capacity and capabilities professionally, has within its organivation expertise
in a1l fields of engineering except nuclear science. These include the latest
expertise in ecology, pollution and econornics as well as all of the disciplines
of the engineering sciences.

'We burden you with the foregoing inforrnation of a personal nature
concerning our corporation because we believe it essential that those con-
ducting your investigation be aware that our corporation and the 700 Pennsyl.-
vania residents whorn we represent and ernploy do not take lightly their
re sponsibilitie s professionally and are of equal concern to you and all other
citizens of the Cornrnonwealth to see that we have good governrnent constantly
at hand in the interest of aII peoples of the Comrnonwealth.

Recently, our Turnpike Office at Harrisburg was visited by a

Mr. C. S. Cusick of the Pittsburgh Plate Glass Cornpany and Mr. John
Mclaughlin of the Provident National Bank of Philadelphia, both repre-
senting the Governorf s Review Board investigating the Pennsylvania Turn-
pike Comrnis sion. These gentlernen, likewise, requested certain inf orrna-
tion and a list of our billings for the past five years, all of which is available
at the office of the Pennsylvania Turnpike Cornrnission for the asking'but all
of which will be prepared and furnished by us as requested.

As Consulting Engineer to the Comrnission we have recornrnended
rnajor irnprovernents which we believe are essential in the interest of the
traveling public. Though there is not sufficient rnonies on the horizon to pro-
vide all of these irnprovernents, we have recomrneri.ded certain of these that
should be done as quickly as they can be funded. The records will show what
projects seern rnost essential. Eflorts have beea rnade in the past to obtain
federal funds for these purposes and there is nothing to indicatd that funds
will be foithcorning in the foreseeable future frorn this source. It has been
irnplied that the Turnpike could be freed and irnprovernents rnade frorn State
highway funds rnade available. While this is possible, we beLieve it not to be
to the best interest of the Cornrnonwealth and the highway users of the State
since there is already a trernendous shortage of highway funds to fulfill all
of the needs of the Cornrnonwealth, and further, since at least 50% of the
total tevenue of the Turnpike Systern is frorn out of State users and this source
of incorne would be lost if the highway were freedl thdrefore, throwing the
total burden of rnaintenance and operation and rnodernization on the annual
Pennsylvania Departrnent of Transportation budget at a tirne when it is already
inadequate to rneet the urgent needs of the Cornrnonwealth.
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The Penlsylvania Turnpike Systern is in a corridor of high
dernand by the traveling public. That section between Ohio and New Jersey
is exceptionally so and this is proven by reason of the fact that the revenue
on the Turnpike Systern has already recovered any potential Iosses that were
projected for the three years after the opening of the Keystone Shortway.
Consequently, irnprovernents rrrust be made in the rnodernization of the
Tutnpil<e Systern to serve the dernands for this transportation corridor frorn
Pittsburgh to Philadelphia;. otherwise, serious disruption to traffic and
econornic darnage rnay occur to the cornrnunities involved. This is the reason
for the proposed capital irnprovernents that have been developed by the
Cornrnission, upon the recornrnendation of the Consulting Engineer and which
we believe should be funded in sorne rnanner suitable to the Comrnonwealth at
the earliest possible date.

As part of the duties of the Consulting Engineer there is required
to be-fi1ed with the Trustee, the Governor's Office and the Turnpike Comrnission
anaually an Annual Report by the Consulting Engineer covering the maintenance
and operation of the Turnpike Systern. For your records there are delivered
attached copies of each of these Annual Reports and the Supplernents thereto
for theyears 1956 through 1970. These are volurninous but are indicative of
the advice and guidance provided by the Consulting Engineer to the Pennsyl-
wania Turnpike Cornrnission.

'We specifically refer you to the special report prepared at the
direction of the Honorable George M. Leader, Governor, in July of L956,
which is the blue bound report and contains in detail the findings, conclusions
and recornm.endations rnade by our firrn in the interest of the t'consurnersfl
in 1 956.

If we rnay be of further service to you in your investigation,
please feel free to call upon us.

Since rely your s ,

MIqIJAEL INC.

frF-

MBJr:kj c
Attachrnent s

cc:

Chairrnan of the Board and
Chief Executive Officer

Ff on. Jarne s P. Ritter , Ff on. Loui s She rrrran, Ff on. Eugene G .

Saloorh, Hon. Williarn trV. Fo ster, Hon. John L. Brunner
(a11 w/attachment of 't'A Study and Analysis of The Pennsylvania
Turnpike Systernrr, the ENR reprint and the Consulting Engineer ' s

contract)

BAKER, JR.

W G
Michael Baker, Jr. , rUa
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Hon. Jarne s J. Manderino, Repre sentative
Chairnr.an, House Resolution #84
Turnpike Inve stigation C ornrnitte e

Cornrnonwealth of PennsYlvania
302 Capitol Building
Harri sburg, Pennsylvania L7 LZ}

Dear Repre sentative Manderino:

I arn in receipt of rrly copy of your letter of Decernber 8, L97L

to the Honorable Lester F. Burlein, Chairman, Pennsylvania Turnpike
Cornrnission. In this letter you have requested Mr. Burlein to furnish you

a copy of a consulting engineering agreerrrent between the Cornrnission and

rny firrn dated Novernbet 7 , L957.

In response to your request to Mr. Burlein, please find attached
a xerox copy of the aforernentioned agreernent of Novernber 7, L957.

In reviewing this agreernent of L957 you rnust understand th,at

it is for consulting engineering services specifically in accordance with the
tfwatch dog,t requirernents of the Trust Agreernents of L94B and L952. There
were other contracts signed between the Cornrnission and Michael Baker, Jr. I
Inc. through these years covering other special services for which we were
called upon to perforrrr frorn tirne to tirne in the design and supervision of
construction of certain tunnels (since we were the only Pennsylvania firrn
pos ses sing this expert capabitity) and further contracts for the developrnent
of certain stud.ies and feasibility reports required frorn tirne to tirne on

special projects.

The design and supervision of construction contracts were
generally, as I recall, on a percentage or fee basis on the construction cost
and, as I recall, were generally 4To fot design and 4To fot supervision of
construction (copies of these contracts would be available in the Turnpike
Office). Other contracts of a special type for developrnent of reports on
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Hon. Jarnes J. Manderino, Representative
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feasibility, financing and other projects were generally on a lurnp surn basis
and copies of said contracts would be in the Office of the Turnpike Comrnission.

Shou1d there be anything further that we can furnish you to assist
you in your Comrnitteets work, please feel free to call upon us.

Since r ely your s ,

MICHAEL BAKER, JR. , INC.

Michael Baker, Jr. e P. E.
Chairrnan of the Board and
Chief Executive Officer

MBJr:kj c
Attachrnent

cc: Hon. Le ster tr'. Burlein, Chairrnan, PTC
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AGREEMENT

THIS AGREEI\IENT made thi s " ','- _ day A\

OI -'!'u- . '. ,

A"D . 1957 , between the PENNS)aLVAI{IA TT RNPIKE COIvflIISSION, an

lnstrumental ity of the Commonwealth of Pennsylvania, herein-

af ter referred to as the r?COIrmrISSIONtt, party of the f lr st part,

and MICHAEL BAIGR, JR., INC., Consult,ing Englneer, Baker

BuI 1ding, Roehester, Pennsylvanla, here lnafter referred to'^'

as !?BAI{ERn r party of the second part;

WITNESSETH 3

WHEREAS, the Commlsslon has heretofore been author-

Ized by vl rtue of certaln Acts of the Genera I Assemb ly of the

Commonwealth of Pennsylrraniar to construct, operate and maintain

a Turnptke Syst,em and to charge and col lect toll s f or the p?y-

ment of the cost of the same; and

WHEREAS, the System now consists of the follow1ng

sectlons, all of which are openeC to traffic;

1. Origlnal Turnpike E irwin Interchange to
Carlisle Interchange;

2. Philadelphla Extension - Car1Is1e Inter-
change to Val1ey Forge Interchange;

3. Western Extension - Irwln Interchange to
Ohto Stat,e Line i

h. Delaware Rlver Extension - ValLey Forge
Interchange to Delaware River Bnidge;.

5, Delaware River Bridge q Delaware River
Brtdge and approach;

6, Northeastern Extensicrr, First Secti on -
from point on Delaware Rlver Extensi,on at
Plynouth Meeting trnterehange to Scranton
I nt e rehange ;

and

UII{EREAS, the Commlssion ls presently bound by the

cond 1t, I ons, covenant s and agre ement s of two ce rta in Trust

Indentures between the Pennsylvanla Turnpike Comml ssi on and

Fide tr lty-Pht lade lphia Trust Company, Trustee, the one dated

I
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June l, 191+8 and the other dated September l, 1952,

whereln, among other thlngs, the cornmlsslon agrees for
the purpose of performlng and carrytng out the dutles
lmposed upon the Consulttng Englneer by these Indentures,
to employ an Independent englneer or englneerlng flrrn
havtng a natlonwlde and favorable repute for sklli and

experlence ln such worki and

WHEREAS, the comml ssl on requl res the servi 
""=

of a Consulttng Englneer from tlme to tlme, in addltlon to
those servlces regulred under the aforementioned Trust
Indentures, to assistr guide and advlse the Commlsslon ln
the proper malntenance and operatlon of the Turnplke

System; and

WHEREAS , the Comml s s I on on Novembe r
1957r s€lected IUichael Baker, Jro, Incnl a flnm of Consult-
tng Englneers havlng a natlonwi,de and favorab!e repute for
sltl 11 and exper[ence ln sueh work to serve as lts Consult*
lng Eng lneeri

NOW, THEREFORE 9 TH I S AGREEI\,ENT WITNESSETH:

?hat In consideratlon of the mutual promlses,

eovenants and agreements on the part of the respectlve
partles hereto, lt Is agreed by the Comrnlsslon and Baker as

fol lowss

1o Baker shall penform all. of the dutles

lmposed upon t,he Consr:!.t,Ing Engineer by

the aforementtoned lgh8 and IgSZ Trust
Indenturese and shal 1, ln addttlon thereto,
perform'a11 servlees regulred of Baker by

the Commlssionc

2, That for the servlces rendered by Baker, tt

2 rt
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the Commlsslon shall pay Baker the surn of

TEN THOUSAND ( $ 10 , 000 ) DOLLq,RS month ly, be g I n-

nlng Novembe r B, Lg57; provl d ed, howev er t that
should the Commlsslon asslgn dutles and respor-

slbl lttles requlrlng the asslgnment of addltlonal
personnel by Baker over and above the staff
regularly asslgned to the Commlsslont s work, the

commlsslon shal1 relmburse Baker for direcL pay-

rol I eosts plus LOO%, and the cost of trave l r'
hote I and mea I s for such addlt I ona I personne I

for the duration of thelr asslgnmeilt, tt belng

agre€d, nevertheless, that sueh addlti onal

personne I shal 1 not be assigned wtthout the prlor
authorlzation of the commlsslon; andr provlded

furthe r, that when ln the pe rformance of i t s

dutlesr Sp€ca1 legal serviees Involving opinions

and tnterpretat I ons of the sal d Trust Indentures

are regul red by the Consultlng Engine et t the cost

thereof shalt be paid by the commlssiono Nothtng

herein shall be construed to prevent the Commlsslon

and Bake r from entering into a d i fferent arrdog€-

ment f or the paynrent of servi ce s of an ext rE-

ordlnary nature, when, In the oplnl on of the partie s,

the formula set forth above I s not a sat I sfaetory
mea sure of the I r va lu€ .

3. Baker agrees that in the performanee of the Ser-

viees requlred of it, It shal l malntain a mlnlmum

staff of flve (5) ful1 tto€r qualtfled and conpe-
'tent persons for whom the commlssion, at lts own

cost and expenser agrees to furnlsh wl'th a sultable
offlce or offices In the Administratlon Building
or some other suitable and convenlently loeated

- 3
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placer and the Commlsslon further agrees to

equlp sald offlces wlth necessary furnlture,
egulpmerrt, supplles and other normal offlce
servlces and to pay for necessary telephone .

servlce lncludtng such telephone to11 charges

as may be properly lncurred 1n the performance

of the work of the Consulttng Englne€ro

l+. The effectlve date of thls Agreement is November

B, 1957, and It shall, contlnue unttl termtr,nated

by elther party upon nlnety (gO) days prlor
wrltten notlce to the other of tntentlon so to
do.

5, ThI s Agreement canee 1s, abrogate s and terminat,es

all prlor agreements between the parttreso

IN WITNESS WHEREOF, t,he sald corporatl on has caused

thls'Agreement to be signed by lts Presldent, lts corporate

seal to be afflxed, and the same to be duly attested by lts
Secretarye and the Comml sslon has caused thl s Agreement to
be slgned by lts Vlce Chalrman, lts corporate seal to be

afflxed and the same duly attested by lts Secnetaryr the day

and year flrst above mentloned, and each ate declared legally
b ound th e r eby.

PEI{NS\trVAIVIA TUR,NP I ITE COMIVII SS I ON

Seerr'
.lo c yrne

a sure r
? osep

vt'ce Cha I rma

" MICHA,EL BAKER, JR o , INC.

Jo aw er
netary & ?re

Attest;
p.2- >-LAUr.*a/.*-

V"re 
ta ry

B
re s I den

,
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AGFEEMEI{T

THIS AGREEMENT rnaoe this rst dav of June

A . D. 1 969, b€ twe en t he PENNSYLVANIA TURNPIKE COIIMISS ION, &n

lnstrumentality of 'the Commonwealth of Pennsylvanla, herelnafte:'

referred to as the rrC0l{MISSIOI{r', party of ihe first part, and

MICHAEL BAKER, JR., INC., ConsuLtlng Englneer, Rochester,

Pennsylvani-a, hereinaf ter referred to as nBAKEH.rt, party of the

second part:

WITNESSETii:

WHEREAS , t he Coruni s s j- on has heret of ore been authorized

by virtue of cercain Acts of the General Assembiy of the

Comnronwealth of Pennsylvania, to construet, operate and maintai;:

a Turnpike System ano to charge and collect tolis for the

payment of the cost of same; ano, '

WHEREAS, the System now consists of the following

sectlons, al-l- of whj- ch are open to traffic :

1. Original TuirnPike
Interehange;

Irwin Interchange to Carlisie

2. Philaoeiphia Extension Carlis1e Interchange to
Valley Forge interchange;

'3. Western Extension Irwln Interchange to Ohio
State Line;

4. Delaware Rj-ver Extension Valley Forge Interchange
to Delaware Rj-ver Brioge;

5. Delaware River Bricge Delaware River Bridge and.
app roa ch ;

6. Northeasiern Extension, Flrst Section from polnt
on Deiaware F.j-ver Extension at PLyrncuth Meeting
Interchange to Scranton Interchange;

and,

WHEREAS, the Conrml s sion 1s present Iy b ound by the

condltlons, eovenants anq agreements of a certaln Trust
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Indenture between the Pennsyivania Turnpike Commlssion and. The

Fldellty Bank, Tr,.istee, oated. September 1, 1952, wherei-n,

among other thlngs, the Commiss j-on agrees f or the purpose of
perf ormi-ng and carrying out the dutles impo sed upon the

Consulting Englneer by this Indenture, to employ an indepenoent

Engine er or enginee i'ing f irrn having a nat ionwl d.e and f avorable

repute for skill ano. experience j-n such work; and.,

WHEREAS, the Coi:rmission requires the servlces of a

Consultlng Engineer f roni t lme to time, io addition to those

servlces requlred. unqer the aforernentioned Trust Inoenture, to

assist, guide anc acvise tne Commission in the proper

malntenance and ope ?a-vion of the Turnpike Sy stem; anc,

WHERBAS, the Commlssion on Novernber 6, L957, selected.

Mlchael Baker, Jr., Inc., a firm of Consulting Engineers having

a nationwide and favorable repute for skill and experience in
such work to serve as Consulting Engineer; ano,

WHEREAS, econoraic conqitlons have changed considerably

durlng that thirteen-year period resulting in j-ncreased cost to

the Consulting Engi-neer for the servl ce renoereq; and,

WI{EREAS, it is contempiat ed that Baker shalL not 1n the

future, dlrectly or:-ndlrectly, general'Iy do design work for
the Commissloo, it beiag understood nevertheless, that the

Commlssion shaiL not be precluoeo from contraetlng with Baker

for design work in such instances as the Coramj-sslon naay oeem

to be in the best interest of the Commi-ssi-on.

WIIEREAS, the Conimission re cognizes that the Consulting

Englneer is entitled to an equitable adjustment of rates and,

certain other revj-sj-ons. to the agreement for clarifj-catj-on and

expanslon of the Consul'r,i-ng Engineert s servj-ces required und.er

-2-



pi,"sent eonoitlons and. in the foreseeable future I

NOW, THEREFORE, TTiiS AGREEMENT WITNESSETH :

That j-n conside ra-vion of the mutual promises,, covenants

and agreements on the part of the respective parties hereto,

it is agreed by the Commission and Baker as follows:

1, Baker shaii perforra ail of the duties imposed upon

the Consul-ting Engineer by t he af orementioned L952

TruSt la,Cen'r,ui.e , ano shali, in ad,d.ition thereto,

perform acd:-tionaL services required, of 'Baker by the

Commi- ssion.

Z . For the servj- ces renderec by Baker as requlred by

the Indeat ulre in cludi-ng but not limite d to the

normal day to oay operations, the Commission shall

pay Bakep the sum of FIFTEEN TIIOUSAND ($ff ,000)

DOLLARS monthly, b€ginning with the effective date

of thls agreement

3. Baker agrees that in order to perform the services

requlred. of it unfler this Agreemeflt, j-t will provice

an adequate staff of ful1y qualified and competent

persons, and the Commisslon agrees that it wiII, dt

1ts own cost and expense, furnish a sultable office

or offices in the Administtatlon Buildlng or some

other suitabl-e and, conveniently located space which

it shall choose, and. which space shall be adequate

to house flve (5) fu11-iime employees of Baker, and

the Cornmission further agrees to equip sai'C office

wi th f urrrit ure , e Quipment ,. supp 11es and othe r normal

.of fi ce services and to pay for necessary te lephone

ServLce lncluding such telephone to}I services as

-3-
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may be properly incurred in the performance of the

work o f t he C ons ulting Engine e p, PR0VIDED }IOWEWR,

that the rnonthly payment of $15r000.00 specified in

Paragraph 2 shali be reduced to $13 ,5aO.0O if Baker

shall reduce from five (5) to four (4) the number of

fu1l-time, qualified and competent persons in the

Adminj-stration Buiiding for the performance of its

dutigs thereuno.er.

In the event rhe Comn:j-ssion shal1 enter into any

arrangen:ent w:-ih tsaker to render servi ces not within

the scope of the provlsions as set forth in

Paragraphs l-, 2 and 3 hereof, the Cornmission shaIl

relmbui'se Baker as fol-l-ows:

&. Direct eagineering payroll- cost plus employee

fringe bene fit s whj-ch lnclude but are not llmited

to Social Seeurlty, Unemployment Compensation

Insurance, pension, vacatioo, sick leave at the

rate of 25% of the direct engineerlng payroll

cost

b. An overhead and. profit allowance at, the rate of

t3O% of Itern (a) above.

c. Reimbursereent of direct expens€s, ineluding

" travel, rneai-s, direet subsistence and

reproductions of papers and documents for such

additiona] personnel for the duration of their

assignment, it being agreeo, nevertheie ss, that

such additional personnel sha1l not be assigned

. without the pri-or authorl zation of the Commission

d. When j-n the perforrnance of its duties, special

t
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lega1 serviees involving opinions and

interpretatloas of sai-d Trust Indenture are

required by the Consulting Engine€r, the cost

thereof shall be paid by the Commission.

Not'hlnghe rein shall be construe d t o prevent the

Commlsslon and tsaker from entering into a dlfferent

arrangemen-r, f or the payment of servl ce s o f an

extra-orcinary nature such as speclal engineering

st udie s, fe asibilJ-ty rep ort s, englneering report s

required for revenue bond. financing and simllar types

of special serviees, when, iri the opi-nion of the

parties, the formuia set forth above 1s not a

satisfactory rneasure of their value; it being under-

.st ood by both partie s he ret o that such rep ort s are

extra work.

The Consul-ting Engineer shall f ulfi 11 the

responslbillties required. und.er the Trust Inoenture

on the improvement program presently authorlzeo, or

any additional araprovement prograrns authorlzed.

subsequent to the effectlve date of this agreement,

ln the coordination of engineering work as may be

authorlzed by the Comrnission to other engineerlng

firms as a part of an improvement prograrn. Servlces

shall lnclude:

8. The revj-ew, checking, coordinatlon, direction

and approval of said englneering contracts and

the work thereunder through the completion of

d.esign to the biddi-ng of same f,or constructj.on
' purposes, and.; 'i

b. The general review and checking of construction

6

tr

a

I

I

I
I
I

I
I

I
I
l
I

I
I
i

I
I
I

i
I



contraets during the constructlon perlod

including certificatlon of work performed there-

under and approvaf of payments for such work.

Thls, however, sha11 not lnclude the detailed

resident lnsPection of such work.

7 . For the servlces rend.ered. under ltem 5 ( a) tfre

Commisslon shall pay the Consultlng Engineer a fee

of one and a half (1-L/2%) per cent (payments shalI

be made'on a monthly basls on the percentage of work

accomplished) of the estimated construction eost of

all work authorized.1n the present or subsequent
.

lmprovement Programs '

B . For services rendered und,er Item 6 (u ) ti:e Commis sion

sha11 pay the Consulting Englneer a fee of one (I%)

per eent of the aetual construction cost of such

construction work until the completion of same and

the placement of sarne into use (payments shal1 be

made on a monthly basis based upon Contractorsl

partial PaYment estimates) .

g, Thls Agreement shall become effective the flrst day

of June, I 969 A.D. and. lt shall contlnue until

*terminated by elther party upon nlnety (SO1 days prlor

wrltten notice to the other of intention so to do.

10. This Agreement cancels, abrogates and termlnates

the Agreement between the parties dated November 7,

L957 .

7
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. IN WITNESS I{I{EREOF', the said corporation has caused

this Agreement to be signeo by its Pfesideflt, its corporate

seal to be affixed,, anc the same to be duly attested by lts

Se cret ary , and t he Corini s slon has cause d t hi s Agre ement to be

signed by its Chairinan, 1ts corporate seal to be affixed ano

the saJne duly attested by its Secretary, the day and year first

above mentioned, and each ar3e declared IegalIy bound, thereby.

Atte st : PENNSYLVANIA TURNPIKE COIUMISSION

'-Aro.L
a ri- ek -1 -a:^'; _'"',

\- I !.,lllf

Secretary and Treasurer

Atte st

DonaI d laii I <.rn
YII!9VIT

Se cre t ary

By
BurIe n

Chairman

MICHAEL BAKER, JR., INC.

By
r- cnae BaKe r, A

I

President

?E,

PROFESS}ONAL

ITGISIE REO

ENGINEER

No. 4690

MICHAEL BAKER, JR

YL
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