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REPLY COMMENTS OF KENNETH C. JOHNSON 

PERTAINING TO ALLOWANCE ALLOCATION ISSUES 

K e ~ e t h  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 reply comments in response to the Administrative Law Judge's 

Ruling Requesting Comments and Noticing Worhhop on Allowance Allocation Issues 

(10/15/2007). 

1. Rewonse to LADWP, SCPPA comments regardine auctioning and out~ut-based 

allocation 

The Los Angeles Department of Water and Power (LADW') supports 

administrative allocation as "the least cost approach to reducing emissions" and opposes 

auctioned allocation on the grounds that auctioning would perversely increase costs and 

would not be authorized by AB 32. The underlying premise of these arguments is that 

there is a fundamental and intrinsic difference, both economic and legal, between 

auctioning and administrative allocation. However, a cap-and-trade system with 

administrative allocation, like an auction, would place no regulatory limit on any 

particular entity's emissions. Each entity would be fiee to choose it preferred emission 

rate through emission trading, independently of its allotted quota. And an auction would 

be substantially equivalent to fiee allocation if auction proceeds are refunded according 

to an equivalent proportionate allocation formula. This type of auction would operate as a 

"monetary incentive" of the type envisaged by AB 32 (Sec. 38561(b)). 

LADWP's concerns, which are echoed by the Southern California Public Power 

Authority (SCPPA'), are related more to the allocation formula than to auctioning itself. 

SCPPA asserts that "In no event should emission allowances be allocated on the basis of 

retail sales, population, or any other factor that does not bear a direct one-two-one 

correlation to a retail provider's actual historical emissions." (413). Regarding output- 

based allocation in particular, LADWP states that "Output-Based Allocation . . . would 










































































