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OF THE STATE OF CALIFORNIA 

REPLY COMMENTS OF MORGAN STANLEY CAPITAL GROUP INC. 
ON THE MARKET ADVISORY COMMITTEE TO THE CALIFORNIA 

AIR RESOURCES BOARD'S RECOMMENDATIONS FOR DESIGNING 
A GREENHOUSE GAS CAP-AND-TRADE SYSTEM FOR CALIFORNIA 

Order Instituting Rulemaking to Implement the 
Commission's Procurement Incentive Framework 
and to Examine the Integration of Greenhouse Gas 
Emissions Standards into Procurement Policies 

I. INTRODUCTION 

) Rulemaking 06-04-009 
) (Filed April 13,2006) 
) 

Pursuant to the July 19,2007 ruling of Administrative Law Judges Charlotte F. TerKeust 

and Jonathan Lakritz, Morgan Stanley Capital Group Inc. ("MSCG) respectfully submits its 

reply comments on the Market Advisory Committee to the California Air Resources Board's 

Recommendations for Designing a Greenhouse Gas Cap-And-Trade System for California 

("MAC ~ e ~ o r t " ) . '  

11. REPLY COMMENTS 

MSCG divides its reply comments into two categories. First, MSCG responds to certain 

comments that address the Commission's questions on the policy considerations associated with 

adopting a load-based or first-seller approach when implementing an emissions cap-and-trade 

program in California. Second, MSCG replies to comments on the potential for federal 

preemption and constitutional challenges to California's cap-and-trade proposals. In both cases, 

MSCG's reply comments should be read in conjunction with its initial comments which lay out 

its overall position on the MAC Report. 

' Administrative Law Judges' Ruling Requesting Comments and Legal Briefs on Market Advisory Committee 
Report and Notice of En Banc Hearing, Order Instituting Rulemaking to Implement the Commission's Procurement 
Incentive Framework and to Examine the Integration of Greenhouse Gas Emissions Standards into Procurement 
Policies (Docket No. R.06-04-009) (issued July 19, 2007). 


















































































































