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This document establishes Puget Sound Energy’s (PSE’s) suitability criteria for non-pipeline
alternatives (NPAs) and provides internal guidelines for implementation. As defined in RCW
80.86.010, NPAs are "activities or investments that delay, reduce, or avoid the need to build,
upgrade, or repair gas plant, such as pipelines or service lines.”

Consistent with the Washington Utilities and Transportation Commission’s (WUTC's) Final
Order in PSE’s most recent general rate case, PSE must evaluate NPAs when considering
capital additions to the natural gas system outside of emergency and maintenance repairs." In
addition, House Bill (HB) 1589 requires that PSE’s integrated system plan (ISP):

e Achieve all cost-effective electrification of end uses currently served by natural gas identified
through an assessment of alternatives to known and planned gas infrastructure projects,
including non-pipeline alternatives, rebates and incentives, and geographically targeted
electrification; and

e Assess non-pipeline alternatives, including geographically targeted electrification and
demand response, as an alternative to replacing aging gas infrastructure or expanded gas
capacity. Assessments must involve, at a minimum:

o ldentifying all known and planned gas infrastructure projects, including those without
a fully defined scope or cost estimate, for at least the 10 years following the filing;

o Estimating programmatic expenses of maintaining that portion of the gas system for
at least the 10 years following the filing; and

o Ranking all gas pipeline segments for their suitability for non-pipeline alternatives.

Rules implementing HB 1589 are currently being developed. PSE anticipates they will be
finalized by the end of September consistent with the deadline set forth in HB 1589.2 PSE will
add the rules as a reference in this document once they are finalized.

' Final Order 09 in Dockets UE-240004 and UG-240005, paragraph 329.
2 See Docket U-240281.
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PSE's Delivery System Planning (DSP) process, shown in the flowchart below, begins with a
needs assessment that evaluates system performance and future requirements through data
analysis and modeling tools.
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After identifying system needs, PSE evaluates potential solutions, seeking the least-cost
alternative that also maximizes value for customers. This evaluation process considers both
traditional pipeline alternatives and NPAs for projects that meet suitability criteria and can
include strengthening local area feeds with new mains, regulator station rebuilds, improving
existing facilities, repair options, and customer-implemented solutions that address system
needs. PSE’s final recommended solution may utilize one alternative, or a combination of
alternatives, and must provide a lowest-reasonable-cost approach that most effectively meets
identified needs and mitigates system risk.
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As previously mentioned, NPAs are activities or investments that delay, reduce, or avoid the
need to build, upgrade, or repair gas plant, such as pipelines or service lines. Examples include
targeted demand reduction, peak shaving/injection, system pressure increases or reductions
(temporary and permanent), and removal of risk by repair or retirement.

For decades, PSE has evaluated and implemented NPAs to provide cost-effective solutions for
delivering safe and reliable energy to customers. PSE also continually monitors and investigates
emerging technologies or targeted applications that could be beneficial in the future, including
thermal energy networks (TENs) and residential demand response.

Since some NPA options may depend on customer participation or actions — or may only
address a portion of system need or risk — they may be most effective when used in
combination with other alternatives. Given the evolving nature of NPAs, PSE will continue
developing its understanding and confidence in deploying these alternatives as reliable and
long-term solutions for serving customers.

At present, PSE has identified the following NPA categories that may feasibly address system
reliability, safety, and maintenance needs. See Appendix A for more detailed descriptions.

e Targeted demand reduction alternatives reduce peak load on the pipeline infrastructure in
specific areas where the system is constrained. In specific contexts evaluating alternatives
to pipelines, this type of action can include curtailable rates, energy efficiency, use of
demand response through smart thermostat technologies, and fuel switching. Since these
alternatives rely on participation by specific customers, or in a specific geographic area,
demand reduction might be insufficient for meeting an entire energy need. However,
depending on circumstances, targeted demand reduction may still be effective in reducing
the size of a capital investment required, or in delaying the need for the pipeline
infrastructure investment.

e Peak shavingl/injection uses compressed natural gas (CNG), liquefied natural gas (LNG),
or an air-propane mixture injected into the pipeline system to address system or local area
supply constraints. This may be implemented via mobile equipment hauled to the location of
need, or from a site-built peak shaving plant at a fixed location.

e Pressure increases temporarily or permanently increases the pressure in a pipeline
segment above the historical operating pressure to increase energy carrying capacity and
meet customer demand with limited or no infrastructure upgrades.

¢ Removal of risk includes repairing pipe, reducing pipeline pressure, or decommissioning
the pipe or pipeline facility to address integrity, safety, or operational concerns. Because
removing or decommissioning infrastructure can discontinue customers’ service and/or
impact the surrounding system, alternative feeds or options need to exist for this alternative
to be viable.

Table 1 below shows types of NPAs within each category and the need they address, maturity
status, if customer participation is required for implementation, and extent of customer impacts.
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TABLE 1: NON-PIPELINE ALTERNATIVES WITHIN PSE

TYPE OF ACTION

TARGETED
DEMAND
REDUCTION
ALTERNATIVES

PEAK SHAVING/
INJECTION

PRESSURE
INCREASE

REMOVAL OF RISK

ALTERNATIVE

CURTAILMENT RATE
ENERGY EFFICIENCY
DEMAND RESPONSE (DR)

FUEL SWITCHING FOR
CONSTRAINED AREAS

LIQUEFIED NATURAL GAS
(LNG)

COMPRESSED NATURAL
GAS (CNG)

AIR PROPANE
BYPASS (TEMPORARY)
PRESSURE
INCREASE/UPRATE
(PERMANENT)
PRESSURE REDUCTION

FUEL SWITCHING FOR
RETIREMENT

CUT AND CAP

THERMAL ENERGY
NETWORK (TEN)

NEED ADDRESSED

PEAK LOAD
MANAGEMENT

PEAK LOAD
MANAGEMENT/ SUPPLY

MAINTENANCE/
MINIMIZE OUTAGES

PEAK LOAD
MANAGEMENT/ SUPPLY

INTEGRITY/SAFETY

CUSTOMER
PARTICIPATION
REQUIRED?

YES

NO

NO

NO

YES

NO

YES

EXTENT OF
CUSTOMERS
IMPACTED

PORTION OF
CUSTOMERS

N/A

N/A

N/A

ALL
CUSTOMERS

N/A

ALL
CUSTOMERS

STATUS OF PSE
IMPLEMENTATION

MATURE AND
IMPLEMENTED

PILOT PHASE?

NOT MATURE
TECHNOLOGY

PILOT PHASE*

MATURE AND
IMPLEMENTED

MATURE AND
IMPLEMENTED

IMPLEMENTED

MATURE AND
IMPLEMENTED

PILOT PHASES

MATURE AND
IMPLEMENTED

PRE-PILOT®

3 Energy efficiency options are currently being evaluated. PSE ended residential gas rebates pursuant to
presumptive repeal of 1-2066 on 8/1/2025.
4 Pursuant to the WUTC Final Order for Dockets UE-240004, UG-240005, and UE-230810, PSE is

approved to complete the TEP Phase 2 programs, which include a constrained area natural gas pilot in
Duvall, 1 55 (March 17, 2025).
5In 2024, PSE began piloting targeted fuel switching for integrity projects where pipeline segments

serving one to five customers could be retired by providing customers with incentives to fuel switch end

use loads.

6 RCW 80.28.460 Thermal Energy Network Pilot Program allows natural gas utilities to deploy ten pilot
projects that meet criteria outlined in the RCW.
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Suitability criteria are the screening parameters PSE applies in determining if a capital
investment must evaluate NPAs. These criteria provide a standard and transparent framework,
as well as guidelines for consistently evaluating projects and determining the best course of
action. They were developed based on industry best practices, regulatory requirements
applicable to PSE, and learnings from internal PSE pilots. Please see Appendix B for a list of
sources used to develop these criteria.

The descriptions below detail PSE’s suitability criteria for addressing system needs, including
integrity concerns and meeting system demand. They also address applying and maintaining
the criteria. Please see Appendix C for high-level suitability criteria considerations by need.

4.1 STANDARD CRITERIA

The following standard criteria are applied to alternatives evaluated by PSE, including NPAs, to
ensure a successful outcome.

o Meets technical criteria: The solution should address the system need.

o Reliability need — The solution should provide a firm level of reliable service to all
existing gas customers at peak demand by ensuring a supply of gas or a reduction in
demand on a design day, now and in the future. Ideally, this should be a long-term
solution or allow additional phased solutions that provide long-term reliability of the

energy supply.

o Safetyl/Integrity need — The solution should remove or remediate the risk from the
system.

e Mature technology/methodology: The solution is required to be a proven technology,
process, or installation. The solution should utilize equipment, technology, and operating
practices that may be confidently relied upon and have been used in the past successfully.
A technology/methodology not meeting these criteria may be applied within the controlled
environment of a pilot project, where the need can be successfully met via a timely
alternative should the pilot project not succeed.

o Feasibility: The solution should consider a variety of factors that could impact PSE’s ability
to complete the project and meet the identified needs.

o Constructability — The solution should minimize the risk of routing and siting
challenges, as well as challenges in acquiring property or easements. It should also
consider construction impacts for local communities.

o Viability of NPA —

= A solution relying on load reduction should consider the number of customers
needed to adopt NPA measures and/or participate in programs within the
study area to determine if a reduction in demand from customer actions could
meet the identified needs.

= A solution relying on cold weather actions should consider the size of the
network, quality of records, and amount of fuel required, as well as location(s)
and number of gas injections required to serve peak demand.
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= A solution relying on pipeline retirement should ensure that removing the
pipeline is hydraulically feasible and that 100% of the customers are willing to
discontinue their service.”

e A solution relying on pipeline retirement that is implemented in a location
where PSE does not provide the electric service(s) will depend on the
customer(s) ensuring their service requirements and additional electric load
can be met. Any costs the customer is required to cover for electrical service
upgrades are incorporated into the feasibility analysis and any required
electric service upgrades must meet the required timeframes. This process
will remain in place until ISP rules are finalized and the ISP is published, after
which time the outreach process to consumer-owned utilities shall be
conducted via the ISP8si

e Permits and timeline: The solution, including permitting and construction activities for piped
activities or NPA, should be capable of completion within the needs assessment timeline.

e Customer impact: The solution must maintain energy supply to customers with limited
disruption or inconvenience, while meeting the requirement to ensure continued, safe, and
reliable energy service.

e Operational requirement: The solution must be operationally sound and meet staffing,
qualification, training, and experience requirements. The solution should not put an undue
burden on PSE’s field resources or equipment. The solution should be repeatable and
provide reliable long-term operation to meet the need.

o Cost-effectiveness: Project costs must be reasonable compared to other alternatives
assessed. Reasonableness of cost is based on a relative cost comparison between options

7 Hydraulic feasibility: Segments with a one-way flow or terminal branches can typically be removed
without impacting the remaining system. Meanwhile, assets that provide reliability to other parts of the

system may be difficult to retire. In some cases, the hydraulic impact of removing a segment of pipe can
be mitigated through limited reinforcement elsewhere. See RMI and National Grid, Non-Pipeline
Alternatives: Emerging Opportunities in Planning for U.S. Gas System Decarbonization, May 2024, (page
18) https://www.nationalgridus.com/media/pdfs/other/CM9904-RMI NG-May-2024.pdf.

8 See Docket U-240281. Sec. 10. (1) “When an integrated system plan of a large combination utility
proposes geographically targeted electrification of all or a portion of a service area in which the large
combination utility provides gas service to such a service area and one or more consumer-owned utilities
provide electric service to such a service area, the integrated system plan of the large combination utility
must include a process for outreach by the large combination utility to all consumer-owned utilities
providing electric service to such a service area. As part of that outreach, the large combination utility
shall provide gas delivery data of sufficient granularity for the consumer-owned electric company to
assess the sufficiency of the capacity of the electric distribution system to accommodate the additional
load from electrification at the circuit level. This data must be provided at least one plan cycle prior to
electrification actions by the large combination utility to allow affected consumer-owned electric
companies sufficient time to upgrade electrical distribution equipment and materials as needed to
preserve system reliability.”

10
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in combination with an evaluation of the overall benefit of continued and reliable supply or a
reduction in demand.

e Equity: Impacts to named community and energy-burdened customers should be
accounted for in the alternatives analysis.

4.2 APPLYING AND MAINTAINING THESE CRITERIA

In addition to pipeline mains, NPAs can be applied to other natural gas system capital assets.
Table 2 below lists NPA analysis requirements by asset type.

TABLE 2: NPA ASSET ANALYSIS AND DOCUMENTATION REQUIREMENTS

ASSET
MAIN

SERVICE (STUB,
EXTENSION, TWIN,
EUF, RISER)

GAS
METER/REGULATOR
(HOUSEBOAT)

GATE STATION,
TOWN BORDER
STATION, LIMIT
STATION

DISTRICT
REGULATOR
STATION

HEATER

ODORIZER

SYSTEM
PERFORMANCE
(RTU, ERX, ETC.)

ANALYSIS
REQUIRED?
YES

NO

NO

YES

YES

YES

YES

NO

4.3 COMPLIANCE

DOCUMENTATION
REQUIREMENTS

Must document type of project, cost,
and if it meets NPA criteria.

Analysis and documentation are not
required due to high unlikelihood of
cost effectiveness.

Analysis and documentation are not
required due to high unlikelihood of
cost effectiveness.

Must document type of project, cost,
and if it meets NPA criteria.

Must document type of project, cost,
and if it meets NPA criteria.

Must document type of project, cost,
and if it meets NPA criteria.
Must document type of project, cost,
and if it meets NPA criteria.

Analysis and documentation are not
required.

CONSIDERATIONS/NOTES

Mains are the most likely candidate for a feasible
NPA.

Capital projects average $15k or less and a
successful NPA must fully eliminate all gas
consumption to be feasible. NPA may be considered
for hard-to-construct and high-cost projects.

Capital projects are around $15k or less and a
successful NPA must fully eliminate all gas
consumption to be feasible. NPA may be considered
for hard-to-construct and high-cost projects.

Less likely candidate for NPA due to large volume of
gas and extensive number of customers served via
these facilities.

Less likely candidate for NPA due to extensive
number of customers dependent upon this facility
type for service.

Less likely candidate for NPA due to extent of
system served by this equipment type.

Less likely candidate for NPA due to extent of
system served by this equipment type.

There is no requirement as instrumentation projects
are essential to system performance monitoring and
safety.

PSE has established a phased approach to comply with the WUTC'’s Final Order 09/07, issued
on January 15, 2025. Most PSE planned capital additions identified and released for project
development after January 16, 2025 will have the above criteria applied and documented. Any
planned capital work where project development activities had begun before January 16, 2025
will be considered exempt from this requirement. However, NPA suitability will be considered at

11
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required phase gate reviews or during project change requests on projects that were in
development prior to January 16, 2025 where it appears an NPA may effectively satisfy project
need. Short turnaround projects released after January 16, 2025, but completed prior to August
15, 2025, are considered exempt. Please see appendix C for details on how these criteria were
determined.

12
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5. DOCUMENT HISTORY
The current, approved version of this document supersedes all previous versions.

DOCUMENT HISTORY

DATE

8/19/2025

REASON(S) FOR UPDATE

Creation of NPA Suitability Criteria
Document

SUMMARY OF SIGNIFICANT
CHANGE(S)

Initial write-up of the NPA suitability
criteria after Final Order 09/07 for
Dockets UE-240004, UG-240005, & UE-
230810.

MODIFIED BY

Niecie Weatherby, Corey
Corbett, Don Frieze,
Jason Dinwiddie
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PSE has identified the following NPAs that may delay, reduce, or avoid the need to build,
upgrade, or repair gas plant, such as pipelines or service lines, while still maintaining system
reliability and integrity and maintenance needs.

TARGETED DEMAND REDUCTION ALTERNATIVES

Targeted demand reduction alternatives reduce the amount of energy needed by specific
customers or in specific locations. These alternatives are utilized when the system is
constrained. They require customer participation and can include curtailable rates, energy
efficiency, and higher-efficiency customer heating equipment. They may be implemented as a
standalone project, or as part of a project portfolio, and may also be used to reduce the size of a
capital investment. PSE continues to pilot these alternatives to determine the best way to
implement them as permanent solutions.

CURTAILMENT RATE

Industrial and commercial customers are offered a lower rate with the agreement that PSE can
reduce or stop delivering gas on a constrained day. PSE does not currently have time-of-use
(TOU) or curtailment rates for residential gas customers.

ENERGY EFFICIENCY

Customers are offered incentives to change behavior, equipment, or usage to consume less
energy in their homes or businesses. Energy efficiency (EE) is a proven, mature way to help
reduce system-wide energy usage during winter peak demand events. The design and success
of a residential EE program depends on the age of an area’s homes, financial ability of the
residents, and available resources to perform upgrades or change out equipment. In general,
newer homes are relatively energy efficient and already have equipment and construction that
consume energy cost effectively; whereas older homes can potentially benefit more from an EE
program, as they generally have older, less efficient equipment and lower levels of thermal
insulation. Commercial EE programs focus on high-efficiency equipment upgrades, such as
condensing boilers, water heaters, furnaces, and process equipment like ovens or dryers.
These projects vary greatly for each customer and must consider operational hours and owner-
tenant relationships.

To support a constrained area, the EE incentives and results must occur within that specific
area. PSE was in the process of piloting enhanced incentives for more efficient gas equipment
in a specific region. However, this effort is currently on hold due to ES 1589, implemented on
8/1/25, and its requirement to end residential gas equipment rebates; commercial rebates will
end 1/1/2031.

14
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DEMAND RESPONSE (POTENTIAL FUTURE CAPABILITY)

Demand response (DR) programs have proven successful in reducing system-wide electricity
consumption and are now being explored for natural gas systems across industrial, commercial,
and residential customers. While PSE has historically used curtailment rates to reduce customer
loads on peak days, it continues to explore commercial and industrial demand response
opportunities.

PSE recently completed a DR pilot program for residential customers in a constrained area,
leveraging the electric system's virtual power plant infrastructure. The pilot used smart
thermostats to monitor and adjust energy consumption through an online software solution
during peak gas load conditions. However, during the pilot, PSE found that the system was too
constrained for the DR program to be effective during the coldest days when gas delivery was
needed most, generally occurring between 5:00 a.m. and 10:00 a.m. Additionally, given that no
other utilities are currently successfully implementing programs of this type, PSE has decided to
defer DR options and re-evaluate them at a later date when technology vendors have further
developed product offerings.

TARGETED FUEL SWITCHING FOR CONSTRAINED AREAS (PILOT ONLY)

Targeted fuel switching, from gas space heating to electric heat pumps, may help reduce peak
demands on the gas system. This approach consists of offering incentives/rebates to customers
in specific areas to convert their heating systems from gas to electric heat pumps. Evaluating
this solution requires considering multiple factors that include:

e Age of existing equipment

e Customer willingness to convert

e Equitable access to electric options

¢ Financial implications for customers undergoing conversion
e Space constraints

o Capacity and age of electrical panels

e Available capacity on the electric system for additional load

PSE received approval in its 2024 rate case for a 4-year pilot program targeting 1,000
customers (500 in the first 2 years) to convert to electric heat pumps in the constrained area of
Duvall. This pilot aims to develop a framework that can be applied to other constrained areas in
PSE'’s service territory.

When initially assessing an area’s feasibility for targeted fuel switching, it's important to
determine if sufficient electric capacity exists to accommodate these conversions. As such, all
potential electric system additions must be verified with PSE distribution and transmission
system planners if PSE is the electric service provider. If electric service is provided by another
utility, PSE must confirm that utility’s ability to serve the added electric load.

Several key questions need to be addressed, including:

e Funding mechanisms for fuel switching

15
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e Appropriate incentive levels
¢ Number of customers needed for cost-effectiveness
e Limitations in gas-only territories

¢ Requirements for implementing targeted fuel switching across all gas-constrained areas

PEAK SHAVING/INJECTION

Peak shaving/injection uses compressed natural gas (CNG), liquefied natural gas (LNG), or an
air-propane mixture injected into the pipeline system to address a specific geographic area’s
system or system-wide supply constraints.

COMPRESSED NATURAL GAS (CNG)

Compressed natural gas (CNG) is a form of natural gas that has been mechanically
compressed for storage and transportation. CNG solutions are typically deployed as mobile
units and are particularly effective for providing temporary, limited relief for flow and pressure
issues in existing pipeline systems. The gas is stored at ambient temperature under high
pressure, which requires a larger storage volume compared to other forms of natural gas
storage. CNG systems require pressure reduction prior to use and can be transported via
various methods including tanker truck, boat, and rail to locations where traditional pipelines
cannot meet demand.

While CNG solutions offer flexibility, they have capacity and pressure limitations, and the gas
supply must be delivered to the injection site. For operations requiring large supply volumes,
multiple transport vehicles may be necessary. CNG applications should be carefully evaluated
to ensure adequate supply, pressure capabilities, staffing requirements, and overall area system
reliability.

LIQUEFIED NATURAL GAS (LNG)

Liquefied natural gas (LNG) is natural gas that has been cooled to a liquid state through
mechanical processes for efficient storage and transportation. LNG can be utilized in both fixed
plants and mobile installations, offering greater storage efficiency than CNG due to its energy-
dense liquid form stored at low temperature and ambient pressure. Before use, LNG must
undergo a vaporization process to convert it back to a gaseous state. Like CNG, LNG can be
transported by tanker truck, boat, and rail to serve areas beyond traditional pipeline
infrastructure.

Fixed LNG peaking plants are typically not used as baseload resources due to the challenges of
maintaining consistent supply levels at the peaking facility. LNG is particularly suitable for
situations requiring larger supply volumes, though it shares similar considerations regarding
capacity limitations and the need for supply delivery to the point of use. When considering LNG,
careful analysis must be conducted to ensure reliable supply chains, adequate pressure
maintenance, appropriate staffing levels, and overall system reliability.

16
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AIR PROPANE INJECTION

Air propane injection is a temporary supply solution used by natural gas utilities to maintain
system pressure and provide supplemental gas supply during peak demand periods or system
contingencies. This process involves mixing propane with compressed air in specific proportions
to create a gas mixture with burning characteristics similar to natural gas (comparable BTU
content and specific gravity).

The system typically consists of a propane storage tank, vaporization equipment, air
compression and mixing equipment, and injection controls. Compressed air and vaporized
propane are precisely mixed to create a gas that is interchangeable with natural gas and safe
for customer appliances. The mixture is typically about 55-60% air and 40-45% propane, though
exact proportions may vary based on system requirements.

Air propane systems are generally used as a peak shaving resource or emergency backup
supply. They can be deployed as either permanent installations at strategic system locations or
as mobile units for temporary support. While effective for short-term use, air propane injection
requires careful monitoring and control of the air-to-propane ratio to maintain proper gas quality.
The system also requires specialized training for operators, regular maintenance, and
compliance with specific safety protocols due to the handling of propane.

PRESSURE INCREASE

Pressure increase or uprate either temporarily or permanently increases the pressure in a
pipeline segment, above the historical operating pressure, to meet customer demand.

BYPASS (TEMPORARY)

Temporary bypass is a short-term solution involving the installation of temporary pipelines or
shutting of valves to route gas flow around constrained or damaged sections of the distribution
system. This allows for continued service while permanent solutions are implemented or repairs
are made. It may also be used to increase pressure in a constrained area.

PRESSURE INCREASE/UPRATE

Pressure increase permanently increases the pressure in a pipeline segment above the
historical operating pressure, but below the MAOP (maximum allowable operating pressure).
Uprate is the same process, but with an increase of the MAOP. Both processes involve
reviewing installation, testing, and material records for suitability, replacing any parts or
segments as needed, and then either increasing the pressure or retesting the pipeline (including
leak surveys) to allow operation at the desired increased operating pressure. This approach can
be used to avoid the need to install additional assets, while still allowing for additional capacity
through existing pipeline infrastructure.

PSE’s Standard 2575.1310 addresses the requirements for a system pressure increase, and
Standard 2575.2500 addresses the requirements for a system uprate. Adherence to these
standards provides a pathway for a documented, mature process that can potentially increase
pressure and flow within an existing gas system.

17
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REMOVAL OF RISK

Risk removal permanently eliminates infrastructure risks, either by operating systems at lower
pressures or by completely removing gas assets from service through retirement and
replacement solutions. These approaches include pressure reduction, fuel switching for
retirement, cut and cap operations, and thermal energy networks — all of which address risk by
either reducing operational stress on the system or eliminating the infrastructure entirely. Each
solution will need to be evaluated for hydraulic feasibility.

PRESSURE REDUCTION

Pressure reduction strategically lowers system operating pressures to reduce stress on aging
infrastructure, while still maintaining adequate service levels. This approach extends asset life
and reduces risk exposure.

CUT AND CAP

Cut and cap permanently decommissions pipeline segments through physical disconnection
and sealing. This strategy is often the final step in system retirement after customers have been
transitioned to alternative energy sources.

FUEL SWITCHING FOR RETIREMENT

Fuel switching programs offer customers incentives to replace their gas appliances so that a
pipeline may be retired. Pipeline retirement requires all customers on a natural gas system to
unanimously agree to remove their gas appliances and end uses. Current regulations mandate
that PSE must continue providing natural gas service if even a single customer wishes to
remain connected.

For residential customers, fuel switching involves replacing various gas-powered equipment,
including space heating systems, water heaters, fireplaces, ranges, dryers, and miscellaneous
items such as BBQs, pool heaters, and generators. These conversions may require upgrades to
a home's electrical system, including breaker panels and wiring.

Commercial and industrial fuel switching applications present unique challenges and must be
evaluated on a case-by-case basis. Some industrial processes may have specific requirements
that make electrical solutions impractical. These facilities often require significant electrical
infrastructure upgrades, both within the building and to the service connection and possibly grid
infrastructure.

Before any conversion can proceed, the electric system's capacity to handle additional load
must be verified. This requires confirmation from PSE's distribution and transmission planners,
or from the local electric provider if the alternative is being applied outside PSE's electric service
territory.

THERMAL ENERGY NETWORK (TEN) (PILOT ONLY)

A thermal energy network is an alternative energy delivery system that can replace traditional
gas infrastructure by providing thermal energy through a centralized distribution network. TENs
offer a pathway to maintain thermal energy service, while also eliminating gas infrastructure
risks. PSE is currently pursuing pilot projects in its service area.
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Suitability criteria have been developed based on industry best practices, regulatory
requirements applicable to PSE, as well as relevant findings on NPAs applicable to peer utilities
and learnings from internal PSE pilots.

Sources referenced in developing the suitability criteria include:

WUTC v. Avista, Dockets UE-240006/UG-240007, Final Order 08 at 79-81, {1 307-313
(Dec. 23, 2024)

Strategen, Part 1 | Non-Pipeline Alternatives to Natural Gas Utility Infrastructure: An
Examination of Existing Regulatory Approaches, A Strategen Consulting Report for
Lawrence Berkeley National Laboratory (2023), https://eta-
publications.lbl.gov/sites/default/files/non-

pipeline alternatives to natural gas utility infrastructure 1 final.pdf; Part 2 | Non-Pipeline
Alternatives: A Regulatory Framework and a Case Study of Colorado, A Strategen
Consulting Report for Lawrence Berkeley National Laboratory (2023), https://eta-
publications.lbl.gov/sites/default/files/non-pipeline alternatives to natural gas utility
infrastructure 2 final.pdf

RMI and National Grid, Non-Pipeline Alternatives: Emerging Opportunities in Planning for
U.S. Gas System Decarbonization, May 2024,
https://www.nationalgridus.com/media/pdfs/other/CM9904-RMI _NG-May-2024.pdf

NSTAR Gas Company and Eversource Gas Company of Massachusetts each d/b/a
Eversource Energy D.P.U. 25-44/25-45 Exhibit ES-CCP, Att. 3 Page 1 of 26
https://fileservice.eea.comacloud.net/VV3.1.0/FileService.Api/file/iidddcae?atJcJGmfVhAXRG
hQgNvj7sEmiDhMBXK0ednWT8WFP50k9v9pxUxyG6LkaCeWBSjgbmMINghcSkxPf0gUr1
gASPKrYE1gejvebf677PtCVStUdHoHpEGELGLGjR+ZpYgt

PG&E’s Alternative Energy Program, PG&E Strategy to Retire Gas Infrastructure via
Electrification, Sept. 15, 2021, https://gridworks.org/wp-
content/uploads/2022/04/9.15.21 Gridworks PGE-Alt-Energy V4-2-2.pdf
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CONSTRAINED AREA SYSTEM NEEDS

These criteria are applied to NPAs for reinforcement projects in natural gas constrained areas.

Constrained areas of the natural gas delivery system require manual interventions, known as
cold weather actions (CWA), requiring real-time adjustments to field equipment or injection of
supplemental compressed natural gas during peak loads.

PSE performs a system analysis to determine if an NPA could address a system constraint
need, and by how much. System modeling is conducted to evaluate each potential option and
determine if it can fully or partially address a constrained area’s need. The solution must be able
to address both base loads and peak loads — regardless of whether the solution is used
throughout the year or only required during high flows in winter.

For an NPA to be considered feasible in addressing a constrained area system need, it must
satisfy the following conditions:

e Timing of the need to be met is greater than 3 years or current mitigations are acceptable.
e The need for investment is deferred for at least 5 years or completely resolved.

e The alternative reduces the peak demand below the system need, including targeted fuel
switching.

¢ Implementation of the alternative does not increase system risk.
e The project cost avoided by implementing the NPA is over $500k.°

e Customer participation is incentive based (PSE pays incentives to fuel switch or for energy
efficiency).

e The alternative is cost effective.®

9 WUTC v. Avista, Dockets UE-240006/UG-240007, Final Order 08 at 79-81, 1] 307-313 (Dec. 23, 2024)
10 RCW 80.86.010(5) defines cost-effective as “a project or resource is, or is forecast to:

(a) Be reliable and available within the time it is needed; and (b) Reduce greenhouse gas emissions and
meet or reduce the energy demand or supply an equivalent level of energy service to the intended
customers at an estimated long-term incremental system cost no greater than that of the least-cost
similarly reliable and available alternative project or resource, or any combination thereof, including the
cost of compliance with chapter 70A.65 RCW, based on the forward allowance ceiling price of allowances
approved by the department of ecology under RCW 70A.65.160.”
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e The number of customers needed to accept incentives and participate is deemed
achievable.

e The local electric distribution system has available capacity for the anticipated load increase,
or the required electric system capacity upgrades are accounted for in cost effectiveness
analysis.

INTEGRITY, SAFETY, AND MAINTENANCE

These criteria are applied to pipe retirement projects associated with integrity, safety, and
maintenance projects and/or programs. These projects require all customers downstream of the
subject pipeline facilities to fully retire their service along with the pipeline retirement.

e Regulatory compliance requirements, including time-bound obligations, must be met.

e The issue being resolved by the NPA is at a Distribution Integrity Management Program
(DIMP) risk level 3.

¢ The project cost avoided by implementing the NPA is greater than $500k."2
e Timing of the need to be met is greater than 2 years.

e The pipe retirement is hydraulically feasible and does not impede the ability to serve
customers that remain on the system.

e The number of unique customers impacted by the alternative is five or fewer.
e The alternative is cost effective.

e The local electric distribution system has available capacity for the anticipated load increase,
or the required electric system capacity upgrades are accounted for in cost effectiveness
analysis.

TIMELINE AND PHASE-IN CRITERIA

PSE has established a phased approach to comply with the WUTC'’s Final Order 09/07 issued
on January 15, 2025. The criteria listed below were used to determine PSE’s phase-in timeline.

1 DIMP Risk Level 3 is low priority, suitable for monitoring and remediation as needed. Risk Level 2 is
moderate priority with scheduled remediation within a set time frame. DIMP Risk Level 1 is high priority
with remediation required as soon as possible.

12 All projects over $500K must be considered. Projects under $500k may still qualify for NPA
consideration if deemed potentially cost effective.
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Any planned projects identified and released for development after 1/16/2025 must comply
with the WUTC’s Final Order 09/07.

Any planned projects identified and released for project development after 1/16/2025, but
field completed by 8/15/2025, are exempt from complying with Final Order 09/07. Note: All
PSE projects during this period were smaller in scope (e.g., replacing vault lids to avoid
worker injury) and completed before PSE’s compliance criteria were developed.

All planned projects released for project development prior to 1/16/2025 are exempt from
initial planning review and from complying with Final Order 09/07. Note: Ideally, NPA
suitability would be established when the project is being scoped. However, there are times
(e.g., for projects exceeding $1M) when PSE will evaluate the suitability of NPA before
proceeding to permitting or construction phases.
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