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Because we wanted to model different pathways to 100% decarbonization (not just 95%), we therefore 
developed extrapolations of the energy use for each sector, with pipeline gas use reaching zero in all 
residential and commercial buildings before 2065 (extending gas use to the end of the useful life of most 
appliances that remain in use in 2050). Figure 4 shows the extrapolation of the SES gas demand by 
sector. 

Figure 4. Assumed extension of SES pathway to 2065 

 

Reductions in gas use do not necessarily result in customers departing the gas system. Some gas system 
costs relate to the number of customers, while others relate primarily to the extent of the gas system. 
We therefore required an estimate of the reduction in customers corresponding to the reduction in gas 
sales along the electrification pathway. We developed this estimate by assuming that per-customer gas 
use would decline by 2 percent per year, on average. We believe this assumption is reasonable because 
building shells will become more efficient over time (through weatherization and replacement of old 
buildings with newer, high-performance buildings) and building owners will electrify in stages (e.g., 
replacing a gas water heater with an electric heat pump water heater while retaining gas for heating 
until the heating system needs to be replaced). Figure 5 shows the resulting trajectories for the number 
of residential customers and the sales per residential customer. We do not assume that each 
household’s gas use declines at the average rate: the average sales per customer reflects a blend of 
homes that retain full gas use (and thus use more than the average) with those that have partially 
electrified by replacing different pieces of equipment (e.g. water heaters, space heating systems, 
kitchen, and laundry appliances) and use less gas. 
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Transitioning 
from Gas: 
A Managed and Timely 
Transition Lowers Cost 
and Risk for customers

Washington’s gas utilities need to drastically 
reduce emissions. How will they plan for it 
while protecting customers? 

New research and modeling by Synapse Energy 
Economics shows that a Managed and Timely 
Transition is the best case scenario. 

We need to cut emissions by at least 95% from gas in 
buildings by 2050 to maintain a stable climate and to 
meet Washington’s State Energy Strategy (SES). What are 
the potential impacts on gas utilities and their customers 
resulting from the state’s pathway? How can gas utilities plan 
to reduce emissions per state law and transition to electricity 
while keeping rates affordable for their customers? How 
can utilities meet equity and climate goals while staying in 
business to provide essential services like heating?

Delayed Managed Transition (2035) 

Clustered electrification and accelerated depreciation 
starting in 2035

Average annual gas bills almost reach $1,200 by 2040

Delayed Managed Transition (2030)
Clustered electrification and accelerated depreciation 
starting in 2030

Average annual gas bills surpass $1000 by 2040

Unmanaged Transition (2050)
Planning doesn’t occur until 2050

Average annual gas bills surpass $1,200 by 2040 
and reach $2,000 before 2050

Managed and Timely Transition (2025)
Clustered electrification and accelerated depreciation 
starting in 2025

Average annual gas bills under $900 into the 2040s

THIS RESEARCH MODELS FOUR SCENARIOS that achieve 
95% emissions reduction:
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Figure 9. Residential average gas bills in each scenario through 2065 

 

The Managed and Timely Transition (2025) case keeps average annual gas bills under $900 (in 2022$) 
into the 2040s, by which point fewer than one-third of customers remain on the gas system. Bills in the 
Unmanaged Transition (2050) case rise inversely to the number of customers, because the revenue 
requirement is not falling; average bills for this case pass $1,200 per year in 2044. Figure 10 zooms in on 
the bill projection to show the period before 2035. All four scenarios have average inflation-adjusted gas 
bills between $840 and $920 per year until 2029, and the Managed and Timely Transition (2025) case 
keeps average bills below $950 until 2042. 

Figure 10. Residential average gas bills in each scenario through 2035 

 

Different rate trajectories, resulting from different approaches to transition management, also have 
some impact on the relative cost-effectiveness of electrification. Figure 11 shows the average annual 
energy bills for end uses currently fueled by pipeline gas (namely space heating, water heating, and 
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What happens when the transition is not managed?
The Managed and Timely Transition (2025) 
keeps average gas bills under $900 into the 
2040s, whereas the Unmanaged Transition 
(2050) causes bills to surpass $1,200 per year in 
2044.

When the managed transition is delayed, or is unmanaged 
altogether, we see gas rates climb much more quickly. This 
is because the utility is forced to maintain pipelines that are 
serving fewer and fewer customers and are not cost-effective, 
and the utility isn’t planning to depreciate its infrastructure on 
an accelerated timeline.

The utility “death spiral” and impacts on  
low-income customers

We need a managed, not scattershot, transition off gas to protect customers left on the 
gas system for the longest and to help everyone make the switch.

Many regulated utilities make large investments that are paid for gradually – similar to paying off a mortgage. 
Utilities earn a regulated rate of return on these investments and recover these rates through customer bills. As 
more customers transition off the gas system, however, the remaining customer base shrinks and cost recovery 
is shared amongst fewer individuals. As a result, the last customers left on the gas system will face exponentially 
higher costs – known as the utility death spiral. You see this in the Unmanaged Transition scenario as rates 
quickly grow off the chart. Gas utilities are already seeing a stagnation, or even decline, in customer growth due 
to a number of factors: federal and state incentives to electrify, growing concern about the climate and health 
impacts of gas, and state building codes that incentivize efficient, electric appliances. But the people who are 
switching from gas to electric are largely middle- to higher-income and can afford to make this switch. 

Increasing gas bills, via the utility death spiral, will disproportionately harm low-income gas customers who may 
not be able to afford the full cost of a heat pump or face additional barriers in electrifying their homes. Low-
income households, disproportionately BIPOC, face higher levels of air pollutants and should not be the last 
ones left on the gas system with increasing bills. A Managed and Timely Transition (2025) plans for decreasing 
customers and a shrinking system, and protects low-income customers the best.
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Figure 8. Residential delivery rate by scenario 

 

Residential bill impacts 

To put these residential rates in household terms, we multiplied the rate by the average annual 
consumption per PSE residential gas customer to produce an average bill for gas service, shown in Figure 
9. In addition to the delivery rate that is the focus of this report, this bill analysis addresses the cost of 
the gas commodity, including the incorporation of biogas in the years leading up to 2050 and beyond, 
and the cost of CCA compliance, which some utilities have started including in customer bills.10 The 
rapid increase in bills seen in Figure 9 between 2045 and 2050 results from the SES assumption that 
biogas and hydrogen are blended into the pipeline gas system starting in 2045 in order to reduce 
remaining emissions on the way to 2050. The underlying, more gradual rising trajectory continues after 
2050, with no further changes in the fuel blend. 

While gas rates rise, average bills stay flatter (in real terms) because gas consumption per customer is 
falling (as shown in Figure 5). These results show the average bill effect, blended across many 
heterogenous buildings. A given household’s gas use would not display the gradual decline in gas 
consumption shown in Figure 5; instead, its bills would rise with rates then take steps down as the 
owner weatherizes and/or electrifies the building’s gas uses. 

 
10 Because we model a gas sales trajectory in line with the SES, the gas utility would generally not have to pay for additional 

emissions credits beyond the CCA cap. 
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A managed transition keeps gas rates the lowest 
for the longest. 

While gas rates ultimately rise under all 
scenarios due to a shrinking customer base, the 
Managed and Timely Transition (2025) rates 
remain lowest and most stable over time.

The transition from gas to electric is possible for a dual-fuel 
utility like Puget Sound Energy, but it requires intentional 
planning and implementation. We define a “managed 
transition” as one that accomplishes the following:
•	 Implements a plan for clustered electrification by 2025
•	 Assets have a plan for accelerated depreciation by 2025
•	 Physical extent of the gas system shrinks as 

electrification occurs


