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

Lakritz ("October 15 ALJ Ruling"), Calpine Corporation ("Calpine") submits this reply to 

comments on the allocation of greenhouse gas ("GHG) emission allowances. Specifically, 

Calpine replies to proposals to (1) implement a 100% allowance auction at the outset of the cap- 

and-trade program; (2) allocate allowances (or allowance revenues) only to load serving entities; 

and (3) allocate allowances based on "grandfathered" emission levels. In addition, Calpine 

replies to the hybrid auctionfgrandfathering approach proposed by Southern California Edison 

("SCE"). 

For the reasons discussed herein, and in Calpine's opening comments, the Commission 

should reject the above proposals in favor of a fuel neutral, regularly updated, output-based 

approach for the allocation of allowances to entities subject to AB 32, gradually transitioning to a 

complete auction system over time. Such an approach is consistent with the policy goals in 

Assembly Bill ("AB") 32, will provide important incentives for investment in low-GHG 

technologies, and will help mitigate costs associated with transitioning to a cap-and-trade system. 


























































































