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Morgan Stanley Capital Group Inc. ("MSCG") believes that California should adopt a 

1 
) Rulemaking 06-04-009 
) (Filed April 13,2006) 
1 A 

market-based cap-and-trade system, and that a properly designed cap-and-trade system could 

deliver to California the statutorily-mandated reduction to greenhouse gas ("GHG) emissions at 

the least overall cost to end-users. The compliance flexibility of a cap-and-trade system would 

direct capital investment to the lowest cost opportunities and allow markets to identify the best 

ways to meet California's emissions reduction goals. 

MSCG applauds the Commission for carehlly examining the record and providing 

recommendations to the California Air Resources Board ("CARB") that most stakeholders 

should conclude are eminently reasonable. Broadly, MSCG agrees with the Commission's 

recommendations. The Commission rightly recognized that California alone cannot address the 

challenges of stabilizing the global climate, and MSCG commends the Commission for 

recommending a program that other jurisdictions can look to as a "best practice." MSCG also 

agrees with the Commission that California should work with neighboring jurisdictions to create 

a uniform cap-and-trade system in the West and across all emissions sources. 

The Commission recognized correctly that a cap-and-trade approach would be less 

complex for California to administer than a command-and-control system. As MSCG previously 

has explained, "[clommand and control mechanisms tend to be more complex to administer than 


























































