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November 28, 2005 UTiL - f

Ms. Carole Washburn, Secretary

Washington Utilities & Transportation Commission
P.O. Box 47250

Olympia, WA 98504

Dear Ms. Washburn:

Subject: Docket UG-920781 (WNG)
Docket UE-911476 (PSP&L)
Report Environmental Report for the quarter ending
September 30, 2005

FORMER WNG SITES
A. Tacoma Gas Company Site (Upland Source Control)

PSE is working with WDOE to establish the scope and schedule for developing remedial
investigation/feasibility study (RI/FS) RUFS documents for addressing portions of the site under the
I-705 overpass. Periodic groundwater monitoring continues.

Remedial costs incurred through 9/30/05 $753,881.64
B. Thea Foss Waterway

Monitoring of the utilities’ completed remedy began in April 2004, as required by the EPA approved
Operation Maintenance and Monitoring Plan (OMMP). During the fall of 2004, recontamination of the
Utilities” Work Area was discovered. The recontamination source was identified to be dredging
completed by the City of Tacoma. The Utilities are working with City of Tacoma, EPA and WDOE to
address the “dredging” recontamination issue. Any necessary remedial work would be conducted by
the City during the upcoming construction season (now through February 2006).

Sampling of the sediment was performed in May 2005 in accordance with the OMMP. Preliminary
analysis of the May 05 data indicates that stormwater discharges are recontaminating waterway bottom
sediment.

Remedial costs incurred through 9/30/05 $2,917,880.71
C. 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 9/30/05 $1,248,269.33

Puget Sound Energy, Inc. * P.O.Box 97034 e Bellevue, WA 98009-9734



D. Chehalis, Washington - Gas Site

Work has continued on developing a remedial plan resulting from the discovery of elevated
concentrations of contamination onsite. Completion of studies (RI/FS) and remedial design are
planned for the remainder of 2005 and 2006.

Remedial costs incurred through 9/30/05 $2,468,178.79
E. Gas Works Park

No change. The only ongoing activity is the monitoring of the remediation. This is the responsibility
of the City of Seattle.

Remedial costs incurred through 9/30/05 $2,574,095.49
F. 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 and settlement of this
litigation.

Total investigative and settlement costs through 9/30/05 $3,579,098.24
G. Quendall Terminals

There has been virtually no communication with PSE regarding this site for a few years. Recent
newspaper articles indicate that EPA has taken over the site lead (from Ecology) and the site may be
listed as a “Superfund” by the Federal Government. PSE has attempted to monitor activities, and we
continue to deny liability. However, given the current estimate of costs, allegations by other parties,
and our ongoing investigation, it remains difficult to estimate project costs.

H. Lake Union

PSE is conducting a remedial investigation/feasibility study (RI/FS) under the Agreed Order (AO)
between WDOE and PSE and the City of Seattle executed on March 18, 2005. The AO calls for PSE
and the City to complete work in separate eastern and western study areas offshore of Gas Works Park.
PSE has completed the field investigation. WDOE recently approved a site-wide cleanup level and the
cleanup boundary for PSE’s eastern study area. The RI/FS report will be submitted to WDOE in the
first quarter of 2006.

Remedial costs incurred through 9/30/05 $4,388,071.90

I. 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 9/30/05 $36,949,892.43



FORMER PUGET POWER SITES

A. Northwest Transformer, Mission Pole

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

PSE expects to perform remediation at this site in the future, but is presently monitoring the property
only. Contaminated soil remains beneath the former garage building.

C. Underground Storage Tanks Status

Please see the attached spreadsheet. This provides a summary of our ongoing efforts associated with
the investigation, remediation, and/or removal of underground storage tanks.

D. 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
continues to perform groundwater monitoring.

Phase 2

PSE is preparing a remedial action plan for the cleanup of three other areas of contamination noted
during our initial remediation work. Additionally, the groundwater monitoring program at the site has
been expanded to include these areas.

Remedial costs incurred through 9/30/05 $83,211.93
E. 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.
Further, there has been virtually no communication from the other parties for over a year.
Consequently, we continue to just monitor this site.

This list represents current major sites PSE is investigating, monitoring, or remediating. With respect
to insurance litigation, PSE executed a settlement agreement with Lloyds of London on September 28,
2005, representing the final settlement of the PSE vs. Alba litigation and the end of over twelve years
of litigation. The sites covered by this litigation included the following:

Gas Works Park

Lake Union

5™ and Jackson (Lloyds only)

Chehalis

Everett

Thea Foss Waterway

22d and A Street MGP site (Tacoma)



The settlement amount that will be paid to PSE by Lloyds is $5.5 million. There should be no
contingencies (unless therg are insolvencies with certain of the Lloyds companies between the time the
agreement was signed and the time that PSE is paid, but this is an unlikely scenario) with respect to the
amounts paid to PSE and/payment.

Steven R Secrist
Director — Environmental Services

cc: Jim Eldredge
Mike Main
Karl Karzmar
Bert Valdman
Chuck Gordon
David Brenner
Mike Stranik
Jennifer O’Connor
Mark Raker
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