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COMMENTS OF THE GREEN POWER INSTITUTE 
ON ALLOWANCE ALLOCATION ISSUES 

Introduction 

Pursuant to the October 15,2007, Administrative Law Judge's Ruling Requesting 

Comments and Noticing Workshop on Allowance Allocation Issues, in R.06-04-009, the 

Order Instituting Rulemaking to Implement the Commission's Procurement 

Incentive Framework and to Examine the Integration of Greenhouse Gas Emissions 

Standards into Procurement Policies, the Green Power Institute (GPI) respectfblly 

submits these Comments of the Green Power Institute on Allowance AIlocation Issues. 

Our Comments address the issues raised in the ALJ's Ruling. 

The allocation and distribution of greenhouse gas emissions allowances is one of the most 

important, and potentially contentious, of the issues that will be addressed in this 

proceeding. In a cap and trade system emissions allowances, which are administratively 

created and regulated, will take on all of the characteristics of a traditional commodity. 

The value of the allowances will depend in no small part on the compliance and 

enforcement regime that is ultimately adopted for the AB 32 program. With a greenhouse 

gas-reduction program predicated on a continually shrinking supply of emissions 

allowances, the value of the allowances will increase inexorably over time, regardless of 

the kind of allocation system that is adopted. These characteristics need to be taken into 

account in order to design an emissions-allowance allocation regime that will support an 

effective greenhouse gas reduction program. 

3.2 Administrative Allocation vs. Auction 

The ALJ's Ruling states, on page 4: 

Regardless of the chosen point of regulation, under a cap and trade system, two basic options 
exist for distribution of emissions allowances: they may be auctioned or they may be 
allocated administratively. A third option is so& combmation of the two, whereby some 
emissions allowances are auctioned and the rest allocated administratively. 
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