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SOUND
ENERGY

November 5, 2004

Ms. Carole Washburn, Secretary

Washington Utilities & Transportation Commission
PO Box 47520

Olympia, WA 98504

Subject: Docket UG-920781 (WNG)
Docket UE-911476 (PSP&L)
Report on Environmental Issues for the period ending September 30, 2004

FORMER WASHINGTON NATURAL GAS SITES
1. Tacoma Gas Company Site (Upland Source Control)

The remediation of the Standard Chemical seep and the SB-16 hot spot area have now been
completed by WDOE. Discussions between PSE and WDOE revealed that further documentation
describing conditions on a sitewide basis is necessary. Accordingly, closure of this site will
require development of RI/FS and CAP/EDR documents for addressing portions of the site under
the I-705 overpass. Periodic ground-water monitoring continues.

Remedial costs incurred through 9/30/04 $ 699,738.56

2. Thea Foss Waterway

The construction phase in the utilities’ (PSE & Pacificorp) work area of this project is essentially
completed with one exception. It will be necessary to buttress the sheet pile wall using rip-rap.
The City of Tacoma will complete this talk, on behalf of the utilities, during the 2004-05
construction season. EPA has approved the most recent utility construction report. Monitoring of
the utilities’ remedy began in April 2004, as required by the agency approved Operation
Maintenance and Monitoring Plan (OMMP). Consultants for the utilities are monitoring
recontamination potential from stormwater and remedial dredging by the City. As of September
30th, the project remains on budget.

Remedial costs incurred through 9/30/04 $2,667,148.34
3. Everett, Washington

PSE continues regular monitoring of the results of the remediation already performed. The
remedy chosen for this site was a containment wall with monitoring wells at both ends.

Remedial costs incurred through 9/30/04 $1,239,946.08
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4. Chehalis, Washington - Gas Site

Recent information collected from our monitoring wells on site and off-site indicates a need to
commence further investigation and potential remediation. We are in the process of conducting
further investigation. We expect to complete the evaluation of further remediation in 2005.

Remedial costs incurred through 9/30/04 $2,083,174.83
5. Gas Works Park

No change. The only ongoing activity is the monitoring of the remediation. This is the
responsibility of the City of Seattle. The five-year review of the remedial action will be
conducted with Ecology in 2004,

Remedial costs incurred through 9/30/04 $2,573,828.37
6. 5™ and Jackson

Union Station Associates and PSE settled the pending litigation in December 2002. We are still
working with our insurance carriers to recover costs associated with the defense of this litigation.

Total investigative and settlement costs through 9/30/04 $2,382,220.01
7. Quendall Terminals

There has been virtually no communication with PSE regarding this site for a few years. PSE has
attempted to monitor activities, and we continue to deny liability. Given the current estimate of
costs, allegations by other parties, and our ongoing investigation, it remains difficult to estimate
project costs. Historically, we have simply referenced the $1,000,000 demand tendered by the
City of Renton. However, we now believe that a potential range of costs more accurately reflects
the range of risks faced by PSE at this site.

8. Lake Union

PSE has continued extensive negotiations with both WDOE and the City of Seattle. PSE and the
City of Seattle have recently reached agreement on a solution that would allocate our respective
responsibilities through the Remedial Investigation and Feasibility Study phases of this project.
We expect to execute an Agreed Order in 2004 with WDOE and the City to allocate
responsibilities.

Remedial costs incurred through 9/30/04 $2,284,046.99

9. Tacoma Tar Pits

The pump and treat system is operating and PSE continues to monitor system performance.
Maintenance of site facilities (e.g., mowing of covered stabilized waste pile) and monitoring of

ground water quality continues.

Remedial costs incurred through 9/30/04 $ 36,733,929.89
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10. Crossroads Business Office

Permits have been obtained for the excavation of petroleum-contaminated soil, and began during
the last week of September. The remedial objective is to remove all contaminated soil that is
reasonably accessible without installing shoring or removing major facilities.

Remedial costs incurred through 9/30/04 $113,670.76

FORMER PUGET POWER SITES
11. Northwest Transformer, Mission Pole

PSE monitors this site, but it has very little additional activity following the completed
remediation.

12. Puyallup Garage

PSE expects to perform remediation at this site in the future, but is presently monitoring the
property only.

13. Buckley Headworks Site

Phase 1

Remediation of the first area of investigation was completed in 2002 in accordance with MTCA
and WDOE has provided a No Further Action Letter. This phase of the project is completed and
PSE has pursued insurance recovery for costs associated with the remediation of the wood
treatment facility area.

Costs incurred thus far are substantially associated with our efforts to remediate this portion of
the facility. As of 9/30/04, the total costs incurred were $2,304,499.59. Future costs are currently
expected to be associated with monitoring the work already completed.

Phase 2

PSE continues to investigate three other areas noted during our initial remediation work that will
require remediation. The groundwater monitoring program was recently expanded to assess the
full extent of impacts.

The full nature and cause of issues identified in these areas is not yet fully known.

Total Phase 2 Project Cost Estimate $ 1,500,000

14. Duwamish Waterway (Potential New Site)

While PSE has not been formally designated as a PLP for this site in south Seattle, allegations
have been made by other parties that PSE may have contributed to contamination in this
Waterway as a result of the operations of a steam plant in the Georgetown area. It remains
premature to determine either the merit of these claims or the amount of any formal claim that

may be brought against PSE.

15. Olympia Capacitor Site
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PSE used arbitration to reach an agreement with the property owner allowing for the cleanup of
the known PCB contamination at the site. PCB-contaminated materials have been removed from
the site to meet Ecology and EPA cleanup criteria. Field activities were completed on August 30,
2004. A draft cleanup report will be submitted to Ecology and EPA during the last week of
September, and PSE projects that the report will be finalized this fall. We also anticipate that
Ecology will provide a “No Further Action” letter within two months of finalizing the report.

Remedial costs incurred through 9/30/04 $391,480.20
16. Underground Storage Tanks Status

Please see the attached spreadsheet. Note that the former WNG Crossroads Business Office
UST-related cleanup and our estimate of related costs are described in item 10 above. The

estimate of future expenditures in this category has been adjusted accordingly.
Remedial costs incurred through 9/30/04 $53,701.36
This list represents current major sites PSE is investigating, monitoring, or remediating. With

respect to insurance litigation, the case is currently stayed by agreement of the parties. The trial
date was continued is now tentatively scheduled for late summer 2005.

Director — Environmental Services

ce: Mike Main
Karl Karzmar
Jeff Tilden
David Brenner
Mike Stranik
Jennifer O’Connor
Jim Hackbarth
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