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DUVALL TARGETED ELECTRIFICATION PILOT PROGRAM

. PROGRAM OVERVIEW

Description

The Duvall Targeted Electrification Pilot Program is a four-year initiative designed to
evaluate whether targeted fuel-switching (i.e., electrification) can serve as a timely and
cost-effective alternative to a traditional natural gas pipeline reliability project in
addressing system constraints. Duvall was selected for the pilot location based on
customer growth over the past 15 years, which has resulted in a shortfall in the natural gas
pipeline system’s ability to serve all customer loads in the area under design day
conditions. Targeted electrification has the potential to mitigate this shortfall and defer or
avoid the need for a $12 million pipeline investment project that is currently under
consideration.

The Duvall pilot program aims to convert enough customer-owned space heating
equipment from natural gas to high-efficiency electric heat pumps to address the existing
natural gas system shortfall and defer or avoid the planned pipeline investment. To achieve
this reduction, 1,000 customers — approximately 250 per year — will need to participate in
the program and replace their natural gas space heating equipment with high-efficiency
electric heat pumps.

Specifically, peak gas demand served by Duvall’s system must be reduced by 40,000
standard cubic feet per hour (SCFH), or approximately 27% of the total demand of 150,000
SCFH that is served on a peak-load day. Each conversion is expected to reduce peak gas
demand by 40 SCFH, hence the requirement for 1,000 customers to participate in the
program. If the pilot achieves the desired load reduction, the planned pipeline project may
be deferred or avoided.

Pilot program timeframe: 2025 through 2028
Pilot program target objective

The objective is deferred or avoided capital pipeline infrastructure investment through
cost-effective peak demand reduction achieved by electrification of customer-owned
natural gas space heating equipment.

Duvall Targeted Electrification Pilot Program Page 1 of 7



@ PUGET SOUND ENERGY

Pilot program budget and approval status

e Years 1-2: The Targeted Electrification Pilot was approved to proceed in 2025 and
2026 with a target of 500 space heat conversions and estimated budget of $4M.
Note, due to a delay in approval and program development time, the target for the
first two years has been adjusted to 250 total customers.’

e Years 3-4: PSE will seek approval in its multi-year rate plan to target the remaining
conversions in 2027 and 2028.

Pilot program contribution to advancement of non-pipeline alternatives

This pilot represents a new approach to gas system planning. PSE is a leader among a
limited number of U.S. utilities currently pursuing targeted electrification specifically to
reduce natural gas peak demand and resolve system constraints to avoid or delay pipeline
capital investments. Results from the PSE pilot, and efforts by other utilities, will help
determine if and when targeted electrification is a viable substitute for traditional gas
infrastructure reliability projects.

Desired program learnings

The pilot will identify key considerations and requirements for deployment of a scalable
targeted electrification program to reduce capacity constraints on local natural gas
distribution infrastructure. This will include area selection criteria, operational cost
validation, customer adoption insights, and program delivery best practices. The pilot
program follows an iterative learning approach to support future deployment in other
constrained areas.

. SITE SELECTION PROCESS

PSE previously implemented a Targeted Demand-Side Management (TDSM) program in
2018 to address rising natural gas demand in local areas. Building on those insights, PSE
identified targeted electrification as a potential non-pipeline alternative for addressing
localized system constraints.

For this pilot program, PSE evaluated three gas-constrained candidate areas — Bonney
Lake, Duvall, and North Lacey — using the criteria listed in Table 1.

' WUTC v. PSE, Dockets UE-240004, UG-240005, UE-230810 (Consolidated), Order 11/09 at 19-20 1 55 (Mar.
17, 2025).
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Table 1. Criteria for candidate area evaluation

CRITERIA DESCRIPTION

Ability to achieve favorable economics compared to the
avoided infrastructure investment

Cost-effectiveness

Customer conversion scale

Sufficient but manageable number of required
conversions for a pilot-scale effort

Cold weather action capability

Ability to manage system constraints through
operational measures (e.g., CNG injection) while
electrification ramps up

Electric system capacity

Adequate distribution capacity to support increased
electric heating load without major upgrades

Equity impacts

Consideration of Highly Impacted Communities and
Vulnerable Populations

PSE’s evaluation process, summarized in Table 2, selected Duvall for the pilot’s location.

Table 2. Evaluation results for pilot candidate areas

CRITERIA

Cost-effectiveness

BONNEY LAKE

Infrastructure: $15M
Incentives: $36M

DUVALL

Infrastructure: $12M
Incentives: $8M

NORTH LACEY

Infrastructure: $8M
Incentives: $22.4M

Customer
conversion scale

4500

1000

2800

Cold weather action
capability

v/

v/

v/

Electric system
capacity

X

v/

X

Equity impacts

No Highly Impacted Communities or Vulnerable Populations identified

within the project area.

Note: The infrastructure project costs used in this evaluation were from high-level planning estimates and
scope from PSE’s 2023 Decarbonization and Electrification Study; estimates and project scope details
continue to mature through the project management lifecycle.
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Duvall system description and pilot selection rationale

More than 3,000 customers in the Duvall area are served by a single 6-inch intermediate
pressure (IP) main with inadequate capacity to maintain required minimum supply
pressure during cold weather, especially at the farthest end of the local system. As such,
the area faces a design-day shortfall exceeding 40,000 SCFH, which must be addressed to
maintain reliability. Currently, this shortfall is mitigated by a cold weather action (CWA)
that transports compressed natural gas (CNG) to the area by truck and injects it into the
system to boost supply pressure. For additional details, see PSE’s Duvall Reliability Study
Needs Assessment and Solutions Report.

Although CWA with CNG injection has historically mitigated cold-weather issues in the
area, continued demand growth is increasing the frequency and severity of local system
constraints. PSE’s Duvall Reliability Study identified a $12 million pipeline solution that
could ensure long-term natural gas service reliability without the need for CNG injections.
This solution stipulated a 2030 in-service date, which would allow enough time to
determine if the targeted electrification pilot could delay or avoid the need for the new
pipeline investment.

. IMPLEMENTATION AND PROGRAM MANAGEMENT APPROACH

PSE will use a dynamic, data-driven management approach throughout the pilot, allowing
for adjustments based on real-time performance, customer behavior, and system
impacts.

The pilot centers on providing residential customers with incentives to install high
efficiency heat pumps in place of existing gas furnaces. Key implementation elements
include efficiency heat pumps in place of existing gas furnaces. Key implementation
elements include:

e Customerincentives - Designing and administering rebates that encourage timely
adoption of high efficiency heat pumps

e Contractor partnerships - Engaging qualified contractors to support customer
education, equipment selection, installation quality, and referrals

¢ Program infrastructure — Establishing efficient processes and systems to receive
applications, verify eligibility, process rebates, and track installations
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e Customer outreach and education - Delivering targeted communications to raise
awareness, support customer decision making, and recruit participants within the
Duvall area

e Program timeline - Following a structured rollout schedule, including contractor
onboarding, outreach phases, program launch, and ongoing monitoring and
evaluation

This management approach ensures that the pilot remains responsive, transparent, and
effective in evaluating fuel switching as a non-pipeline alternative.

Performance monitoring

The program will track:

e Customer participation and conversion rates

e Customer and contractor feedback

e Market response to incentives

e Actual versus modeled peak-demand reductions

Adaptive interventions

If pilot participation deviates from targets, PSE may implement the following interventions,
listed from lowest to highest in cost:

¢ Process improvements

e Enhanced marketing and outreach

o Targeted trade ally engagement and training
e Customer education initiatives

e Installerreferral bonus programs

¢ Incentive-level adjustments

Data-driven decision making
Decisions will be guided by:

e Participation analytics

e Trade ally activity

e Customer experience data

o Cost-effectiveness indicators

e Operational performance metrics
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The program will be managed in six-month tranches, as shown in Table 3, beginning with
program setup in March 2025 and customer offering availability on September 25, 2025.

Table 3. Implementation timeline

PHASE

Program development phase

| TIME PERIOD

Mar - Aug 2025

KEY ACTIVITIES
Program approval, hiring, process
development, contractor onboarding,
materials finalization

Customer engagement launch

Sep 2025 - Feb 2026

Program launch, winter marketing,
workshops, contractor feedback

Summer focus

Mar - Aug 2026

Cooling season outreach, community
events, A/C marketing

Mid-program assessment

Aug 2026

Review progress, identify improvements,
confirm continuation

Program optimization

Sep 2026 - Feb 2027

Refinements, expanded outreach, fall
heating campaign

Rate case decision

Jan 2027

WUTC decision on continuation of future
years

Program standardization

Mar - Aug 2027

Development of replicable framework,
refined messaging

Peak conversion & evaluation

Sep 2027 - Feb 2028

Increased outreach, three-year
evaluation, cost-effectiveness review

Final conversion & evaluation

Mar -Dec 2028

Final push, customer follow-up,
contractor settlement

Review & closeout

Jan-Mar 2029

Validate investment avoidance, finalize
documentation

5. SUCCESS METRICS & EVALUATION

Table 4 lists and describes the metrics used to track the pilot’s performance, customer

impacts, and system level benefits throughout the 4-year pilot program.
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Table 4. Targeted electrification pilot metrics

CATEGORY METRIC / MEASURE DESCRIPTION

Conversion targets 1,000 total conversions; 40 SCFH savings per customer
Primary metrics
Peak load reduction 40,000 SCFH peak-day reduction target
Measured gas Individual impact Pre/post therm usage and peak-load changes
peak reduction Aggregate impact Total load reduction and winter peak-day impact
Conversion volumes Participation vs. targets
Program Customer project costs Equipment and installation costs
performance PSE program costs Incentives, administrative, and marketing
Installation cycle time Application to install timeline
Incentive sufficiency Assessment of $8,000 incentive

Rebate strategy

effectiveness Customer segment

Participation by customer and income

response
Satisfaction Survey scores
Customer . . .
. Conversion funnel Lead > qualified » completions

experience

Market penetration % of eligible customers participating
Timeline to peak Reduction timeline Time required to verify peak savings
reductions Critical mass Timeline to reach meaningful system-level impact
Marketing & Digital & community .

Engagement metrics

outreach response
Contractor S
network Participation & feedback Trade ally performance and customer feedback

6. PLAN DOCUMENT HISTORY

The current version of the project summary supersedes all previous versions.

SUMMARY OF SIGNIFICANT

REASON(S) FOR UPDATE CHANGE(S) MODIFIED BY

2/5/2026 INITIAL PILOT DOCUMENT NEW DOCUMENT CREATED NIECIE WEATHERBY

7. SUPPORTING DOCUMENTATION

DOCUMENT NAME

2022 GRC Stipulation O Decarbonization Study H Constrained Area Analysis
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