
Why Allocate Emissions Allowances?

Allocations Protect Customers From Huge Electricity Price Spikes,  
While Maintaining The Environmental Benefit Of Putting A Price On Carbon. 
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Strategies to reduce emissions will include energy efficiency, fuel 
switching, renewable energy, new nuclear generation, new advanced 
generation technologies with carbon capture and storage, and the 

purchase of offsets. Through their electricity bills, customers pay 
to cover the costs of reducing emissions but not for the cost of 
allowed emissions. 

•   Allowances for emissions permitted under the cap should 
be allocated to protect customers from huge electricity price spikes.

•   The allocation of allowances gradually would transition to a full auction 
as climate-friendly technologies become available and as compliance costs 
become more stable.

•  While customers would be paying for the costs of compliance with emissions caps 
under an allocation program, they wouldn’t face the additional cost of paying for 
allowed emissions as they would if allowances were auctioned.

•   And, all electricity customers—residential, commercial, and industrial—
would receive the value of the emissions allowances.
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Why Allocate Emissions Allowances?
Auctioning Allowances Would Sharply Increase Costs To Customers.

How An Auction Works How An Allocation Works

Some of the 
money from the 

auction gets rebated 
by the government to 

some customers

Through thei  
electricity bills  

customers pay to cover 
the costs f 

allowed emissions
 AND for the costs f 
reducing emissions.

The remainder of revenues may 
be funneled to g vernment 

programs totally unrelated to 
reducing GHG em ssions or 

mitigating complia ce costs t  
all electricity customersSome customers 

get nothing

Allowances to emit 
greenhouse gases
 are sold to utilities 

through government 
auction
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Allowances to emit 
greenhouse gases are 
allocated directly to 

utilities by the 
government.

Through 
their electricity bills, 

customers pay to cover 
the costs of reducing 
emissions but not for 

the cost of allowed
emissions.

State utility 
regulators assure that 

customers get the value 
of the allowances.
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