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COMMENTS OF KENNETH C. JOHNSON 

PERTAINING TO EMISSION ALLOWANCE ALLOCATION POLICIES 

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 on Emission Allowance Allocation Policies and Other Issues 

(0411 612008). 

Proposed allowance method 

These comments expand on my previous comments of October 29,2007 relating 

to allowance allocation issues (responding to the 10/15/2007 ALJ Ruling) and my 

December 3,2007 comments on modeling-related issues (responding to the 11/09/2007 

ALJ Ruling), in which I advocated allowance auctioning with revenue allocation being 

primarily output-based, but using a fuel-based allocation formula that eliminates cross 

subsidies to or from large hydro and nuclear, and also optionally eliminates the cross- 

subsidy from natural gas to coal. My 12/0312007 comments analyzed four policy options, 

based on California electricity market data, which illustrate this policy approach: 

( I )  Unrefunded auction at an emission price of $lO/MTCOZe (which could be 

either a market price, a floor price, or a tax): The emission charge for 

Import - Coal would he $9.76/MWh, and for renewables (e.g. CA - Windsolar) 

would he zero. 

(2) Refunded auction with pure output-based refunding (still at $ IOIMTC02e): A 

uniform refund rate of $4.05/MWh is applied (based on revenue neutrality), 

reducing the net charge for I m p o ~ C o a l  to $5.71/MWh, and resulting in a subsidy 

of $4.05/MWh for CA-Windsolar. 

(3) Output-based refunding with selective elimination of cross-subsidies to or 

from NuclearIHydro, and from Coal to NG: The Importcoal net charge is 

reduced to $0.61/MWh and the CA-Windsolar suhsidy is unaffected. 
























































































