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BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

Dockets UE-260005 & UG-260006
Puget Sound Energy
2026 General Rate Case

WUTC STAFF DATA REQUEST NO. 218:
REQUESTED BY: Hannah Halliday

RE: Weather Normalization in Revenue Requirement

Understanding the Weather Normalization Adjustment, also referred to in PSE
Testimony as the "Temperature normalization adjustment" within the revenue
requirement model. Please refer to PSE’s response to Staff DR 117, specifically the
following statement: “The climate change normal (“normal”) weather data is calculated
from historical temperature data at Seattle-Tacoma International Airport (Sea-Tac) and
projected temperature data from climate models selected by the Northwest Power and
Conservation Council (“NWPCC”).”

a. Please provide a written justification for using climate forecasts in the "normal”
weather data use in the weather normalization calculation, including any
supporting documents for this methodology choice.

b. Please specify when climate forecasts where initially integrated in the climate
normals for weather normalization methodology.

Response:

a. Weather normalization is a standard ratemaking practice that adjusts test-year
sales volumes to reflect the level of consumption that would have occurred under
"normal" weather conditions, so that billing determinants and the resulting
revenue requirement are representative of expected conditions during the period
when proposed rates will be in effect. Puget Sound Energy ("PSE") incorporates
a climate change-adjusted "normal" weather dataset (rather than a normal
derived exclusively from backward-looking historical observations) because the
climate-adjusted normal more accurately reflects the temperature conditions
PSE's system is reasonably expected to experience over the rate-effective
period.

The Pacific Northwest has experienced a sustained, statistically observable
warming trend, and that trend is projected to continue. A "normal” derived solely
from a backward-looking 30-year historical average therefore systematically
over-weights colder historical years and produces a forecast of test-year-normal
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heating degree days ("HDDs") that is biased high (and a forecast of cooling
degree days ("CDDs") that is biased low) relative to the temperature conditions
PSE's customers and system are actually expected to experience during the rate
year. Using a purely historical normal would, as a result, overstate weather-
normalized winter heating sales and understate weather-normalized summer
cooling sales, producing a revenue requirement that does not faithfully represent
expected rate-period conditions.

The climate change-adjusted normal corrects that bias by integrating 15 years of
historical observed temperatures at Seattle-Tacoma International Airport ("Sea-
Tac") with 15 years of forward-looking projected temperatures generated from
regionally downscaled climate models selected by the Northwest Power and
Conservation Council ("NWPCC") for use in its 2021 Northwest Power Plan
(specifically, the CanESM2, CCSM4, and CNRM models, which together span a
representative range of regional outcomes). See PSE's Response to WUTC Staff
Data Request No. 117.

The methodological basis for, and detailed development of, the climate-adjusted
normal are set forth in the record of this proceeding. See Sixth Exhibit to the
Prefiled Direct Testimony of Craig J. Pospisil, Exh. CJP-7, at Chapter Six,
Section 2 (2023 Electric Progress Report, "Climate Change") (describing PSE's
adoption of a climate change—adjusted normal temperature assumption, the
rationale that a backward-looking 30-year normal does not reflect predicted
warming, and the integration of NWPCC-selected climate model data into the
normal definition); Seventh Exhibit to the Prefiled Direct Testimony of Craig J.
Pospisil, Exh. CJP-8, at Section 1.4.1 (Temperature and Climate Change)
(describing PSE's use of regional climate projections developed by the River
Management Joint Operating Committee ("RMJOC"), comprising the Bonneville
Power Administration, the U.S. Army Corps of Engineers, and the U.S. Bureau of
Reclamation, and confirming that the climate change-adjusted normal
methodology used in the 2025 Resource Planning Analysis is the same
methodology PSE developed in the 2023 Electric Progress Report).

The mechanics by which the climate change—adjusted normal feeds the weather
normalization adjustment are documented in PSE's Response to WUTC Staff
Data Request No. 117 and attachments thereto, including (i) Attachment D to
PSE's Response to WUTC Staff Data Request No. 117, an MS Excel workbook
containing the normal degree days for the test year that integrate historical actual
data with future climate model data; (ii) Attachment E to PSE's Response to
WUTC Staff Data Request No. 117 (the Prefiled Direct Testimony of Kelly H. Xu,
Exh. KHX-1T, in Dockets UE-220066, et al.), which sets out PSE's temperature
adjustment methodology; (iii) the tab "Temp Adj. by Schedule" in the work paper
titted "WP-CTM-4-E-RATEMAKING-PORTFOLIO-26 GRC-02-2026.xIsx" for the
electric weather normalization calculation; and (iv) the tab "Weather Norm Calc"
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in the work paper titled "WP-JDT-4-G-RATEMAKING-PORTFOLIO-26 GRC-02-
2026.xIsx" for the gas weather normalization calculation.

Finally, PSE notes that the climate change-adjusted normal weather
methodology applied in this proceeding is the same temperature-adjustment
methodology that was uncontested in PSE's 2024 Multi-Year Rate Plan (“MYRP”)
proceeding, Dockets UE-240004, et al., and reflected in the Commission's Final
Order 09/07 in that consolidated proceeding. See PSE's Response to WUTC
Staff Data Request No. 117.

b. Climate model projections were first incorporated into PSE's "normal”
temperature definition for demand forecasting purposes in the 2023 Electric
Progress Report, as described in the Sixth Exhibit to the Prefiled Direct
Testimony of Craig J. Pospisil, Exh. CJP-7, at Chapter Six, Section 2 ("This 2023
Electric Report marks the first time PSE incorporated climate change into the
base energy and peak demand forecasts."). Climate model projections were first
integrated into the "normal" weather dataset used to perform the weather
normalization adjustment to test-year sales for revenue-requirement purposes in
PSE's 2024 MYRP proceeding, Dockets UE-240004, et al., and that methodology
was uncontested in that proceeding. PSE has applied the same methodology in
this 2026 MYRP proceeding. See PSE's Response to WUTC Staff Data Request
No. 117.
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