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COMMENTS OF KENNETH C. JOHNSON 

PERTAINING TO ALLOWANCE ALLOCATION ISSUES 

Kenneth C. Johnson, an unaffiliated individual, U.S. citizen, and resident of 

California having a personal interest in and concern about climate change, respectfully 

submits the following comments in response to the Administrative Law Judge's Ruling 

Requesting Comments and Noticing Worhhop on Allowance Allocation Issues 

(1011 512007). 

1. INTRODUCTION: ADMINISTRATIVE ALLOCATION VERSUS REFUNDED 

AUCTION 

Under a cap and trade system, two basic options exist for distribution of emission 

allowances: they may be auctioned or they may be allocated administratively. An 

administrative allocation would be flee and revenue-neutral, whereas an auction, as 

conventionally implemented, would impose a substantial taxation burden on the regulated 

industry in addition to regulation-induced technology costs. But an auction can 

alternatively be implemented, like flee allocation, to be revenue-neutral within the 

regulated industry. 

If auction revenues are refunded to regulated entities according to a proportionate 

allocation formula for refunding that matches the allowance allocation formula under an 

alternative flee allocation system, then the auction will be essentially equivalent to h e  

allowance allocation in terms of its costs and distributional impacts. Entities would pay 

for all of their allowances, but the cash refund would be economically equivalent to fiee 

distribution of an entity's allowance share. The two regulatory approaches would be 

substantially equivalent; and policy issues, questions and concerns relating to 

administrative allocation would be equally applicable to refund allocation under a 

refunded auction. 

A refunded auction would have two principal benefits in relation to administrative 

allocation: First, it would be a more practical way to implement output-based allocation; 


















































































