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COMMENTS OF TURN ON EMISSIONS ALLOWANCE DISTRIBUTION 

UNDER POTENTIAL CAP AND TRADE REGULATION 

Pursuant to the schedule adopted in the Administrative Law Judges' Ruling of 

October 15,2007 (ALJ Ruling), The Utility Refom Network provides these responses to 

the various questions raised in the ALJ Ruling concerning "policy issues related to the 

distribution of emission allowances if a cap and trade system is adopted." 

Given the premise of adoption of a "cap and trade" system,' TURN generally 

recommends allowance auctioning, especially if the Commission ultimately recommends 

that the point of regulation be generators and first sellers. However, TURN strongly 

cautions that the Commission must carefully weigh the relative merits of load-based 

versus first seller regulation, and the Commission should recommend appropriate 

measures be taken to ensure that auction revenues collected fiom bundled IOU customers 

should benefit ratepayers as rate reductions or by funding existing legislatively mandated 

programs designed to reduce greenhouse gas (GHG) emissions, such as the California 

Solar Initiative, renewables and energy efficiency programs funded through the public 

goods charge. The Commission must strongly urge the ARB and the legislature to 

recognize that utilities do not face the same incentives as unregulated market participants, 

and ratepayer funding of programs represents the most regressive form of taxation. 

' A carbon tax appears to have a greater potential for fairness, and would likely be 
preferred by TURN. However, that option has been omitted fiom the range of proposals 
considered here. 
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