Olympic Water and Sewer, Inc

70 Breaker Lane

Port Ludlow, WA 98365

(360) 437-2101

QOctober 28, 2011

RE: Status Report, UW-110436

BACKGROUND

On March 24, 2011 the subject docket was approved by the Washington Utilities and
Transportation Commission granting deferral of certain costs associated with drilling
Well No. 17 and the investigation and remediation of soil contamination discovered
while drilling.

The order requires Olympic Water and Sewer, Inc. (OWSI) to report the status of the
investigation and remediation and associated costs. A detail of the deferred costs can be
found in a companion Excel worksheet filed along with this response. The total project
costs to date are $144,292

The detailed background leading to this Petition can be found in Docket UW-101543.

CHRONOLOGY OF HYDROCARBON DISCOVERY AND ACTION STEPS

On April 21, 2009, after advancing to a 50° depth, the driller noticed a hydrocarbon odor
coming from the boring. Drilling ceased and Jefferson County Health and Department of
Ecology (Ecology) were immediately notified. The 50° depth is significant in that there
is a confining layer at that location where perched groundwater sits.

Activities since the discovery:

OWSI, through legal counsel, is working with a former property owner to share in
the cost of site investigation and remediation.

Port Ludlow Associates, OWSI’s parent company, contacted our insurance
catriers to investigate any potential existing coverage. No coverage for this type
of an event has been identified.

On September 2, 2009, Ecology informed us that the site had been added to their
database of Confirmed or Suspected Contaminated Sites and assigned ID
#62223345.

On October 12, 2010 Ecology informed us of their intent to contract with
Jefferson County Health to conduct a site hazard assessment of the site and OWSI
worked cooperatively with Jefferson County during that process.

OWSI contracted with a consulting environmental firm to conduct an evaluation
of the extent of the contamination on the site. The Site Characterization is
complete and the findings documented in Site Characterization Report, Olympic
Water & Sewer, Inc Property, SLR International Corp (SLR), December 17, 2010.
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SITE INVESTIGATION FINDINGS

The site characterization work consisted of installing four monitoring wells to a depth of
approximately 50’ (refer to attached map “Groundwater Monitoring Well Locations™)
and conducting soil sampling of the borings as well as sampling and analyzing the
perched groundwater. The wells were initially attempted with a hollow-stem auger rig
and were largely unsuccessful because of the presence of cobbles, with 37 being the
deepest that the boring could be advanced. This necessitated mobilizing an air-rotary
drill rig to bore to the target 50° depth.

The conclusions of this investigation were:

The northerly gasoline UST area is the source of the hydrocarbon contaminated
perched groundwater.

There is widely varying vertical geology for a small site with confining layers
occurring at different depths in the monitoring well borings.

The gasoline did not migrate straight down to the perched groundwater zone, but
rather took a path of both lateral and vertical movement.

Monitoring well MW-1 is adjacent to the source and contains groundwater
contamination above Model Toxic Control Act (MTCA) cleanup levels.
Monitoring well MW-2 is approximately 55° southwest of MW-1 and contains
groundwater contamination above MTCA cleanup levels.

Monitoring well MW-3 is approximately 140 southwest of MW-1 and 40 feet
south of the Well 17 boring. It showed no signs of contamination and appears to
be beyond the southerly extent of the contamination.

Monitoring well MW-4 is 65° north of MW-1 (between the source of
contamination and Well 2) and showed no signs of contamination and appears to
be beyond the northerly extent of the contamination.

Additional VOC sampling at Well 2 in April 2009 and April 2010 confirms that it
is still unaffected by the contamination.

ADDITIONAL INVESTIGATION

In April 2011 further investigation of the was undertaken as follows:

In order to delineate the western extent of contamination and the potential for off-
site migration of hydrocarbon contaminated groundwater, a gulley located in the
western part of the site was investigated for evidence of seepage. A sample of the
intermittent stream in the gully was analyzed. The results showed that the sample
did not contain any analyte concentrations greater than Maximum Reportable
Limits (MRL).

To delineate the eastern extent of the gasoline-impacted perched groundwater, a
groundwater monitoring well (designated MW-5) was drilled and installed at the
east property line of the site. There was no evidence of petroleum hydrocarbons
1n the boring.
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» Three soil borings were advanced and sampled to further delineate the arca of
gasoline-impacted soil near the garage building. These borings were also
proposed to serve as withdrawal points for pilot-testing the effectiveness of Soil
Vapor Extraction (SVE) as a remediation method. The day after installation of
these wells, both of the points contained over 15 feet of groundwater. This
indicated the discovery of an additional shallow perched water table that was not
encountered in any of the previous numerous borings on the site. This made the
points unsuitable for their intended use.

» The groundwater levels in the SVE points were monitored through the summer
months for potential subsidence so that pilot-testing could proceed. No
significant lowering of groundwater levels has been observed.

NEXT STEPS (REMAINING ISSUES TO BE RESOLVED)

We are currently arranging a meeting between OWSI’s consultant and the third-party
consultant to assess and agree on an alternative pilot-test option. Our intent is to agree on
an alternative, secure a cost-sharing agreement on the alternative, and conduct pilot-
testing by the end of 2011, thus bringing closure to the investigation phase of the project.
Whether or not this timeline can be realized depends on the outcome of the upcoming
meeting.

PAYMENTS FROM THIRD-PARTIES

e OWSI has an agreement with a former property owner to cost-share certain
investigation work on a 50/50 basis. This agreement applies only to the
investigation of the source and extent of hydrocarbon investigation up to, and
including pilot testing of a remediation alternative (yet to be performed). It does
not include any costs related to the drilling of Well 17 or technical consultation
provided by SLR directly to OWSI. Decisions on attempts at further cost
recovery will not be made until the investigation phase of the project is
completed.

e OWSI, through its parent company, Port Ludlow Associates, contacted insurance
carriers for Port Ludlow Associates to investigate any potential existing coverage.
No coverage for this type of an event has been identified.

Larry
President
Olympic Water and Sewer, Inc.
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WELL 17 AND FUEL CONTAMINATION COST TRACKING
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Suseary of Worksheet by Task:

Well No. 17 Drilting $ 32784

Legal ¥ 25,840

Tnitlal Site Characterization H 39,432

Additional Investigalion ] 37,657

Tectmical Support $ 8,569

Total $ 144,252

Aot Potentlal Recovery Acquired Interest  Monthly Acc Inferest For29ll  Acc Interest Total Tax Benefl(

No.  GL Acct Qass Vendor Descrtpon Orfpinal Cost Insurae ThirdParly  CostBasls ~ Month Yr. Rate  Inierest For2009 Tor28l0  @12-31-10 Thiu 9-30 @9:30-11  Cost +Interest  (35%)
186 4-0500-5050 Welt No, 17 Drilling  HDR, R&N Well 17 Conmuitart Costs 14,995.00 14,395.00 § 2003 93% 11621  $13.48 139454 2,20801 1,045.90 2,44044 1743544 (6,102.40)
186 4-0500-6055 Well No. 17 Drilling  Holocene Drilling Well 17 Dxilling Costs 17,7135.00 12,199.00 5 2009 93% 13794 110354 1,655.31 275885 1,241.48 2,8%6.7% WH579  (1,243.53)

Total Well No. 17 Drilling Costs 32,754.00 32,754.00 5415 1917.02 3,849.84 496685 228738 £33122 IEB122  (13,3453)
186 4-0500-5000 Tnvestigation Casoadia Law Group Legal 1022375 1022375 1 2010 93%  73.13 95081 95081 T13.11 1.663.52 11,857.67  (d,160.68)
186 4.0500-6000 Ivastigation Cascadia Law Growp Legal 106875 1,068.75 5 2010 93% 828 65.26 66.26 T4.55 140.81 1,209.56 (423.35)
186 4-0500-8000 Investigation Caseadia Law Geovp Legal 16875 16875 5 2010 93% 131 1046 10.46 i3 2223 190.98 (66,89
186 4-0500-6000 Investigation Cascadia Law Geomp Legal 747.50 74750 7 2010 93% 6.10 36.62 3662 5493 9155 £79.05 (307.67)
186 4-0500-6000 Invactigation Cascadia Law Gronp Legal 39375 39375 8 2016 93% 305 15.26 15.26 27.46 4272 436.47 (15277
186 4-0500-6000 Investigation Cuscadia Law Group Legal §75.00 675.00 9 010 93% 5.23 2053 2093 47.08 4801 74301 (260.05)
186 4-0500-6000 Investigation Caseadia Law Growp Legal 1,125.00 1,125.00 10 - 2010 93% 872 26,16 26.16 7847 104.63 1,229.63 (430.37)
186 4-0500-6000 Investigation Cascadia Law Group Legal 84375 84375 12 2010 93% 6.51 654 654 58.85 4539 90914 (18203
186 4.0502-6260 Investigation SLR Coneulting Tnitial Site Characterization 4,49.66 4,499.66 5 2010 93% 3487 7598 27898 313.85 592.83 509249 (L78237
155 4-0502-6260 Investigation SLR. Consulting Initial Site Characterization  22,796.92 279692 T 00 93% 17668 1,060.06 1,060.06 1,590.09 2650.14 2544706 (3,90647
186 4-0502-6260 Investigation SIR Consulting Tnitial Site Charazterization L7175 177175 8. 2000 93% 1373 6866 68.66 123.58 192.23 1,963.9% {68739}
186 4.0502.6260 Iestigation SLR Conmlting Technical Support 165.00 16500 8 W 9.3% 128 639 6.39 1151 17.50 182,90 (64.02;
186 4-0502-6260 Investigation SLR. Consulting Technical Suppoet 247.50 241,50 11 010 9.3% 192 384 384 17.26 .10 268.60 {9401}
186 4-0502-6260 Investigation SIR Consulting Initial Site Characterization 2,234.87 2,234.47 1 2010 93% 1732 34.63 34.63 155.85 190.49 242496 (848,74}
186 4.0502.6260 Lnwestigalion SIR Consulting Technical Support 1,567.50 1,561.50 12 010 9.3% 1215 12.15 1215 169.33 121.48 1,688,985 (59114}
186 4.0502-6260 Investigation SLR Conmilting Initial Site Characterization 2,693.50 2,693.50 12 e 93% 2087 2087 2057 187.87 20875 290225 (1,015.79)
186 4-0502-6260 Investigation SIR Consuling Technical Support 33331 £33.31 1z 2010 53% 646 6.4 646 3812 64.58 897.89 (314.26)
£86 4-0502-6260 Inwestigation SIR Consulting Initial Site Charactetization 3,436.05 5,436.05 12 200 53% 4213 4213 4213 379.16 42129 585734 (L050.07)

Total 2010 Investigation 5753191 57,531.91 2,66720 2,667.20 401255 £,680.05 421156  (22,4Td.18)

Project Total to Date 90,315.91 90,325.91 571704 7,634.05 630023 12.017.27 10234318 (35,820.11)
186 4G502-6260 [nvestigation SIR Consulling “Techricnl Supgort 1,023.25 1,023.25 1 2011 $.3% 7.93 7.93 7.93 103118 (360.91)
186 4.0500-6000 Investigation Cascadia Law Group Legal 25000 25000 3 201t %.3% 194 581 551 255,81 (89.53)
136 4.0500-6000 [Liwesligation Cassadia Law Group Lagal 337.50 357.50 3 2011 9.3% 262 785 745 34535 {12087
186 4-0500-6000 Imvestigation Cascadia Law Group Legal 3,083.23 3,083.23 3 2011 ©3% 23.90 7169 TL.69 3,154.92 {1,104.22)
186 4-0500-6000 Investigation Caseadia Law Group Legal 1250 712.50 3 2011 9.3% 552 16.57 16.57 72907 =2 8)]
186 4.0500-6000 Iivestigation Caseadia Law Group Legal 2,075.00 2,075.00 4 2011 3% 1608 64.33 64,33 213953 (748.76)
186 4.0500-6000 lnvestigation Cascadia Law Geop Legal L7878 107875 4 2011 9.3% 836 3344 3544 111219 (380.77)
186 4.0502-6260 Inwestigation SER Consulling Technical Suppoct 1,038.75 103875 4 2011 2.3% 305 3220 3220 1,070.95 (37483)
186 4.0502-6260 Investigation SR Consulting Additional Investigation 93400 984.00 4 2011 23% 1.63 3050 3050 1,014.5¢ {355.08)
186 4-0502-6260 Imvestigation SER Consulling Additicral Investigation 2505205 25,052.05 4 2011 83% 19415 TI6.61 7681 2542866 (5,040.03)
186 4-0502-6260 ILiwestigation SLR Consulling Technicat Suppoct 2,365.78 2,365.78 s 2011 3% 1833 51.67 9167 2,457.45 {860.11)
186 4-0502-6260 Investigation SIR Consulting Additional Investigation 1,576.25 1.516.25 5 2011 93% 5872 29358 293.58 786983 (275444
186 4-0502-6260 [Lvestigation SIR Consulting Additonal Investigation L3275 113275 T 2011 9.3% $78 6145 61.45 119420 {41797
186 4-0502.6260 Tiwestigation SLR Consulting Technical Suppoct 647,50 647.50 7 2011 93% 502 35.13 35.03 46263 (238.92)
186 4.0502-6260 Investigation SER Consulting Additional Investigation 25825 258.25 ] 2011 9.3% 200 1601 1601 17426 (8599
185 4-0502-6260 Investigation SER Consulting Additicral Investigation 245418 2,654.18 & 2011 93% 2057 164.56 16456 81874 {986.56)
186 4.0502.6260 Investigation SER Comsulting Techuical Suppoct $80.00 680.00 g 2011 93% 527 42.16 4216 T22.46 (25276}
186 4-0500-6000 Ivestigation Castadia Law Group Legal 855.00 $55.00 Ll 2011 9.3% 6.63 $9.64 59.64 914.64 {320.12)
136 4-0500-6000 Ivestigation Cascadia Law Group Legal 1,662.55 1,662.55 9 2011 93% 1288 115.96 115.96 1,778.51 {62248}
186 4.0500-6000 Investigation Cascadia Law Group Legal 49375 49875 9 2011 9.3% 357 3479 34719 53354 {186.74)

Total 2011 Investigaton 53,966.04 £3,966.04 I,961.58 1,961.88 5502792 (19,574.7T)

Project Total to Date 144,281.95 14429155 826211 13,379.15 15827110 (5539488}
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