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COMMENTS OF CALPINE CORPORATION ON 
ALLOWANCE ALLOCATION ISSUES 

Pursuant to the October 15,2007 ruling of Administrative Law Judges TerKeurst and 

Lakritz ("October 15 ALJ Ruling"), Calpine Corporation ("Calpine") submits these comments on 

the allocation of greenhouse gas ("GHG) emission allowances. As the final report of the 

Market Advisory Committee ("MAC") notes, how emission allowances are allocated "will affect 

how the economic impact of a cap-and-trade system is distribut[ed] among regulated entities, 

consumers, and other parties."' How different sectors of the energy industry are economically 

affected by the allocation of emission allowances will be critical to the ultimate success of 

Assembly Bill ("AB") 32. As discussed below, allocating allowances based on an output-based 

benchmark that is regularly updated will provide important incentives for investment in low- 

GHG technologies and fuels, reduce the potential for windfall profits that would more likely 

occur if a "grandfathering" approach is adopted, and help mitigate the costs associated with 

transitioning to a cap-and-trade system. 

I Market Advisoly Committee, "Recommendations for Designing a Greenhouse Gas Cap-and-Trade System for 
California" ("MAC Report"), June 30, 2007 at 55. 






















































