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BEFORE THE PUBLIC UTILITIES COMMISSION 

OF THE STATE OF CALIFORNIA 

1 CEC Docket No. 07-OIIP-01 

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

REPLY COMMENTS OF AES SOUTHLAND L.L.C. 

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

And 

Pursuant to the direction provided in the October 15th, 2007 Administrative Law Judge's 

Ruling under Rulemaking 06-04-009, AES Southland L.L.c.' ("AES SL") respectfully submits 

the following reply comments regarding distribution of allowances under a greenhouse gas 

(GHG) emission trading program for the electricity sector. 

AES SL notes that many parties support an auction method for allocating allowances. 

These parties argue that an auction will prevent windfall profits and is the fairest way to account 

for differing GHG emission levels and investments made in clean technology in the past. These 

parties also state that an auction will provide a strong incentive to make new investments in clean 

technology in the period prior to 2012. Other parties advocate giving allowances to LSEs. One 

justification for this approach is to mitigate retail cost increases that ratepayers will face. 

AES SL also notes that there is little economic data provided to support the notion that a 

partial allocation of allowances to power generators will produce windfall profits. Furthermore, 

there is little economic data provided to shed light on the economic costs to generators of a 100% 

auction. Finally, there is no analysis on how a 100% auction would affect investment decisions 

' AES Southland L.L.C. is a wholly owned subsidiary of AES Corporation (NYSE:AES), which owns 
and operates 125 power plants with a total installed capacity of 44,000 MW in 28 countries on 5 
continents. In California, AES owns and operates 4,300 MWs which represent approximately 9% of the 
in-state electrical generation for California and 20% of installed capacity base in Southern California. 




















