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The California Resources Agency, the California Department of Forestry 

and Fire Protection, the California Department of Fish and Game, the California 

Wildlife Conservation Board, the California Regional Water Quality Control 

Board, North Coast Region, and the State Water Resources Control Board 

(collectively, the “California State Agencies”) hereby files this appendix in support 

of its Opposition to the Indenture Trustee’s emergency motion for a stay of the 

confirmation order pending appeal: 

Exhibit Title 

1 State of California’s Position by Governor Arnold Schwarzenegger for 
Proposed Plans of Reorganization, Bankruptcy Court Docket No. 2201. 

2 State of California’s Position by Governor Arnold Schwarzenegger in 
Support of MRC/Marathon Plan of Reorganization, Bankruptcy Court 
Docket No. 2601. 

3 Trial Transcript May 1, 2008, pages 83-85. 

4 Stay Hearing Transcript July 11, 2008, beginning page 309, lines 4-23. 

5 MMX 130 (Notice of Violation of Forest Practice Act). 

6 Trial Transcript May 1, 2008, beginning page 95, line 13 to page 96, 
line 10. 

7 Stay Hearing Transcript July 10, 2008, beginning page 179, line 14 to 
page 183, line 8. 
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/// 

/// 
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/// 
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8 Stay Hearing Transcript July 11, 2008, beginning page 181, line 24 to 
page 183, line 18. 

Dated:  July 22, 2008 Respectfully submitted, 

___/s/ Michael W. Neville___________ 
Michael W. Neville 
Deputies Attorney General 
Office of the Attorney General 
455 Golden Gate Avenue, Suite 11000 
San Francisco, CA   94102-7004 
Telephone: 415.703.5523 
Facsimile: 415.703.5480 
Email:  Michael.Neville@doj.ca.gov 

__/s/ Paul J. Pascuzzi______________ 
Steven H. Felderstein 
Paul J. Pascuzzi 
Felderstein Fitzgerald 
Willoughby & Pascuzzi LLP 
400 Capitol Mall, Suite 1450 
Sacramento, CA 95814-4434 
Telephone: 916.329.7400 
Facsimile: 916.329.7435 
Email:  sfelderstein@ffwplaw.com 
 ppascuzzi@ffwplaw.com 

Attorneys for Appellees-Respondents the California Resources Agency, 
California Department of Fish and Game, the California Department of Forestry 
and Fire Protection, the California Regional Water Quality Control Board, 
North Coast Region, the California State Water Resources Control Board, and 
the California Wildlife Conservation Board 
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IN THE UNITED STATES BANKRUPTCY COURT 

FOR THE SOUTHERN DISTRICT OF TEXAS 

CORPUS CHRISTI DIVISION 

 
IN RE: 

SCOTIA DEVELOPMENT LLC, ET 
AL, 

Debtors. 

§
§
§
§
§
§ 

JOINTLY ADMINISTERED 

Case No. 07-20027-C-11 

Chapter 11 

STATE OF CALIFORNIA’S POSITION BY GOVERNOR ARNOLD 
SCHWARZENEGGER IN SUPPORT OF MRC/MARATHON PLAN OF 

REORGANIZATION 

The State of California, by Governor Arnold Schwarzenegger, hereby submits its 

Statement of Support for the First Amended Joint Plan of Reorganization Proposed by 

Mendocino Redwood Company, LLC and Marathon Structured Finance Fund L.P., a 

copy of which is attached hereto. 

Dated:  April 4, 2008 Respectfully submitted, 

__/s/ Paul J. Pascuzzi_____ 
Steven H. Felderstein 
Paul J. Pascuzzi 
Felderstein Fitzgerald Willoughby & Pascuzzi LLP 
400 Capitol Mall, Suite 1450 
Sacramento, CA 95814-4434 
Telephone:  916/329-7400 
Facsimile:  916/329-7435 
E-mail: sfelderstein@ffwplaw.com 
  ppascuzzi@ffwplaw.com 

Attorneys for the California Resources Agency 
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CERTIFICATE OF SERVICE 

I, Karen L. Widder, declare: 

I am a resident of the State of California and over the age of eighteen years, and 
not a party to the within action.  I am an employee of Felderstein Fitzgerald Willoughby 
& Pascuzzi LLP and my business address is 400 Capitol Mall, Suite 1450, Sacramento, 
CA  95814-4434. 

On April 4, 2008, I served the foregoing: 

STATE OF CALIFORNIA’S POSITION BY GOVERNOR ARNOLD 
SCHWARZENEGGER IN SUPPORT OF MRC/MARATHON PLAN OF 

REORGANIZATION  

 (By Electronic Mail) I caused to be transmitted the above described 
document(s) via electronic mail to the electronic addresses as indicated on the attached 
list. 

I declare under penalty of perjury, under the laws of the State of California and 
the United States of America that the foregoing is true and correct. 

Executed on April 4, 2008, at Sacramento, California. 
 

__/s/ Karen L. Widder 
Karen L. Widder, Legal Assistant 
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SERVICE LIST 
 

Debtor 
Gary L. Clark 
Scotia Pacific LLC 
125 Main Street 
Scotia, CA 95565 
gclark@palco.com 
 
Attorneys for Debtor Scotia Pacific LLC 
Kathyrn Coleman 
Gibson Dunn & Crutcher LLP 
200 Park Avenue, 47th Floor 
New York, NY 10166-0193 
kcoleman@gibsondunn.com 
 
Attorneys for Debtor Scotia Pacific LLC 
Eric J. Fromme 
Gibson Dunn & Crutcher LLP 
3161 Michaelson Drive 
Irvine, CA 92612-4412 
efromme@gibsondunn.com 
 
Attorneys for Debtor Scotia Pacific LLC 
Kyung S. Lee/Wendy Laubach/Chris Johnson 
Diamond McCarthy Taylor 
Finley & Lee L.L.P. 
909 Fannin, Suite 1500 
Houston, TX 77010 
klee@diamondmccarthy.com 
wlaubach@diamondmccarthy.com 
cjohnson@diamondmccarthy.com 
 
Counsel for Debtors: Scotia Development et al. 
Shelby A. Jordan/Harlin C. Womble, Jr./  
Nathaniel Peter Holzer/Kevin J. Franta 
Jordan, Hyden, Womble, Culbreth & Holzer P.C. 
500 N. Shoreline Drive, Suite 900 
Corpus Christi, TX 78471 
sjordan@jhwclaw.com 
hwomble@jhwclaw.com 
kfranta@jhwclaw.com 
pholzer@jhwclaw.com 
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Counsel for Debtors: Scotia Development et al. 
Jack L. Kinzie/James Prince II/  
C. Luckey McDowell 
Baker Botts LLP 
2001 Ross Avenue 
Dallas, TX 75201-2980 
jack.kinzie@bakerbotts.com 
jim.prince@bakerbotts.com 
luckey.mcdowell@bakerbotts.com 
 
Counsel for Bank of New York Trust 
Company, N.A. 
Zack A. Clement/William R. Greendyke/ 
R. Andrew Black/Jason L. Bolland/ 
Mark A. Worden 
Fulbright & Jaworski L.L.P. 
1301 McKinney Street, Suite 5100 
Houston, TX 77010-3095 
zclement@fulbright.com 
wgreendyke@fulbright.com 
ablack@fulbright.com 
jboland@fulbright.com 
mworden@fulbright.com 
 
Counsel for Marathon Structured Finance Fund. LP 
David Neier/William Brewer 
Winston & Strawn, LLP 
200 Park Avenue 
New York, NY 10166 
DNeier@winston.com 
wbrewer@winston.com 
 
Counsel for Marathon Structured Finance Fund. LP 
John D. Penn/Trey Monsour 
Haynes & Boone, LLP 
201 Main Street, Suite 2200 
Fort Worth, TX 76102 
John.penn@haynesboone.com 
Trey.monsour@haynesboone.com 
 
U.S. Trustee 
Charles R. Sterbach 
United States Trustee 
606 N. Carancahua, Suite 1107 
Corpus Christi, TX 78476 
Charles.r.sterbach@usdoj.gov 
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Counsel for Official Committee of Unsecured Creditors 
John D. Fiero/Maxim B. Litvak/ 
Kenneth H. Brown 
Pachulski Stang Ziehl & Jones, LLP 
150 California Street, 15th Floor 
San Francisco, CA 94111 
jfiero@pszjlaw.com 
mlitvak@pszjlaw.com 
kbrown@pszjlaw.com 
 
Counsel for Bank of America 
Evan M. Jones/Brian M. Metcalf 
O’Melveny & Myers LLP 
400 South Hope Street 
Los Angeles, CA 90071-2899 
ejones@omm.com 
bmetcalf@omm.com 
 
Counsel for Maxxam Group, Inc. 
Alan Gover 
White & Case, LLP 
1155 Avenue of the Americas 
New York, NY 10036-2787 
agover@whitecase.com 
 
Counsel for Bank of New York 
Tony L. Gerber 
Louis R. Strubeck, Jr. 
Richard S. Krumholz 
Fulbright & Jaworski L.L.P. 
2200 Ross Avenue, Suite 2800 
Dallas, TX 75201-2784 
tgerber@fulbright.com 
lstrubeck@fulbright.com 
rkrumholz@fulbright.com 
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In Re:  Scotia Pacific

July 10, 2008

AK-RET REPORTING, RECORDS  AND VIDEO, INC.

179

1      A.   Two questions there.  The first is:  No, this

2 isn't completely operative because the Court approved a

3 different way of dealing with log sales as part of the

4 Scopac log deck motion.  As to whether or not this

5 language would govern in the proposal for what's --

6 we've been calling free logs, I'm sorry, sir, I don't

7 know if it's operative or not.

8                MR. BRILLIANT:  I have no further

9 questions, Your Honor.

10                THE COURT:  All right.  California.

11                MR. PASCUZZI:  Thank you, Your Honor.

12 Paul Pascuzzi for the California State Agencies.

13                     CROSS-EXAMINATION

14 BY MR. PASCUZZI:

15      Q.   Good afternoon, Dr. Barrett.

16      A.   Good afternoon.

17      Q.   I believe Mr. Krumholz asked you if Scopac is

18 in compliance with all governmental regulations and

19 compliance with the HCP.  Do you recall that?

20      A.   Yes, sir.

21      Q.   And your answer was yes; is that correct?

22      A.   He specifically -- yes, but I mentioned that

23 we do have THP violations and things like that, but that

24 there are no, to the best of my knowledge, any

25 accusations that are operations that are significantly
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1 harming the environment, something close to that, sir.

2      Q.   Okay.  And Mr. Neier asked you about road

3 maintenance and the backlog of road maintenance; is that

4 correct?

5      A.   Yes, sir.

6      Q.   Do you remember that?  And you talked about

7 the certain period of time to clear out that road

8 maintenance.  Otherwise, I think either he or you said

9 they'd be subject to citations and unpleasant actions?

10      A.   That was my testimony; yes, sir.

11                MR. PASCUZZI:  Okay.  Your Honor, if I

12 may approach?

13                THE COURT:  Sure.

14      Q.   (By Mr. Pascuzzi)  Dr. Barrett, do you

15 recognize what I've just handed you?

16      A.   Yes, sir.

17      Q.   And is it a letter dated May 1, 2008 from the

18 Department of Forestry and Fire Protection?

19      A.   Yes, sir.

20      Q.   Addressed to you?

21      A.   Yes, sir.

22      Q.   And it is a notice of violation of forest

23 practice laws; is that correct?

24      A.   Yes, sir.

25      Q.   And it alleges a violation of a THP involving
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1 South Scotia flats; is that correct?

2      A.   Yes, sir.

3      Q.   And the main violation, I guess, or a

4 violation in there is failing to install culverts under

5 railroad tracks; is that correct?

6      A.   I don't know if it was a railroad track.  It

7 looked more like a dirt road to me; but if that's what

8 it says, I'll go with that, sir.

9      Q.   Okay.  And it's on page 2 in the comments

10 section.  It also alleges the failure to install the

11 culverts has caused water to overtop the railroad tracks

12 and the road in the comments section on page 2; is that

13 correct?

14      A.   I see that; yes, sir.

15      Q.   It alleges the failure to perform maintenance

16 on the culverts as well?

17      A.   Yes, sir.

18      Q.   And this could be something that there could

19 be fines for these violations, is that correct?

20      A.   Yes, sir.

21      Q.   And Palco is also on the hook for these

22 violations in addition to Scopac; is that correct?

23      A.   All correspondence comes to Scopac, but I

24 would assume that at least historically we've been a

25 wholly-owned subsidiary that the liability would accrue



In Re:  Scotia Pacific

July 10, 2008

AK-RET REPORTING, RECORDS  AND VIDEO, INC.

182

1 to Palco as well, sir.

2      Q.   Well, isn't it direct that Palco and Scopac

3 are both parties to the HCP and that violations of the

4 THPs cause violations of the HCP; is that correct?

5      A.   No.  Actually -- first of all, they are both

6 parties to the HCP.  But it is certainly possible to

7 have a violation on a THP that is not a violation of the

8 HCP.  Sometimes a violation will accrue to both the THP

9 and HCP and sometimes not, sir.

10      Q.   And the work that's required for this

11 particular violation, it cannot be done without amending

12 THP or otherwise getting approval in a new THP; is that

13 correct?

14      A.   Yes, sir.  Under California law, any kind of

15 substantial roadwork has to go through what's called

16 California Environmental Quality Act, CEQA or CEQA

17 equivalent environmental review.  In practice, no one

18 does EIS's and -- excuse me, EIR's and EA's, so they use

19 the THP, which is deemed a CEQA equivalent document to

20 do that compliance, sir.

21      Q.   Dr. Barrett, are you also aware of some

22 alleged violations of cleanup and abatement orders by

23 the California State Water Resources Control Board?

24      A.   Yes, sir.

25      Q.   And are you in discussions with those folks
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1 about resolving those violations?

2      A.   Yes, sir.

3      Q.   And there will likely be fines for those

4 violations?

5      A.   Yes, sir.

6      Q.   And do you know how much?

7      A.   There's a proposal that would total

8 approximately $500,000.

9      Q.   You were asked some questions about the timber

10 harvesting, I believe, for the balance of the year for

11 Scopac by Palco's counsel.  Do you recall that?

12      A.   Yes, sir.

13      Q.   Isn't it fair to say that most of Scopac's

14 remaining harvest for the balance of this year relates

15 to Tier II THPs?

16      A.   No, sir.

17      Q.   Are they -- does it relate to THPs that have

18 already been approved?

19      A.   Yes, sir.

20      Q.   Okay.  Then -- just a couple more questions.

21 Do I under your testimony correctly that Scopac can

22 survive the rest of this year, 2008, with the DIP and

23 the free log program, as we're calling it?

24      A.   Yes, sir.  That is my testimony.

25      Q.   I mean, you're not testifying and you're not
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CERTIFICATE OF SERVICE 

I, Lori N. McCleerey, declare: 

I am a resident of the State of California and over the age of eighteen years, 

and not a party to the within action.  I am an employee of Felderstein Fitzgerald 

Willoughby & Pascuzzi LLP and my business address is 400 Capitol Mall, Suite 

1450, Sacramento, CA  95814-4434. 

On July 22, 2008, I served the foregoing: 

CALIFORNIA STATE AGENCIES’ APPENDIX TO OPPOSITION TO 
EMERGENCY MOTION FOR STAY AND INJUNCTION FILED BY 
INDENTURE TRUSTEE 

 (By Electronic Mail)  I caused to be transmitted the above-described 
document(s) via electronic mail to the electronic addresses as indicated on the 
attached list. 

I declare under penalty of perjury, under the laws of the State of California 
and the United States of America that the foregoing is true and correct. 

Executed on July 22, 2008, at Sacramento, California 

__/s/ Lori N. McCleerey__________ 
Lori N. McCleerey 
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SERVICE LIST 
Debtor 
Gary L. Clark 
Scotia Pacific LLC 
125 Main Street 
Scotia, CA 95565 
gclark@palco.com 
 
Attorneys for Debtor Scotia Pacific LLC 
Kathyrn Coleman 
Gibson Dunn & Crutcher LLP 
200 Park Avenue, 47th Floor 
New York, NY 10166-0193 
kcoleman@gibsondunn.com 
 
Attorneys for Debtor Scotia Pacific LLC 
Eric J. Fromme 
Gibson Dunn & Crutcher LLP 
3161 Michaelson Drive 
Irvine, CA 92612-4412 
efromme@gibsondunn.com 
 
Attorneys for Debtor Scotia Pacific LLC 
Kyung S. Lee/Wendy Laubach/Chris Johnson 
Diamond McCarthy Taylor 
Finley & Lee L.L.P. 
909 Fannin, Suite 1500 
Houston, TX 77010 
klee@diamondmccarthy.com; wlaubach@diamondmccarthy.com; 
cjohnson@diamondmccarthy.com 
 
Counsel for Debtors: Scotia Development et al. 
Shelby A. Jordan/Harlin C. Womble, Jr./  
Nathaniel Peter Holzer/Kevin J. Franta 
Jordan, Hyden, Womble, Culbreth & Holzer P.C. 
500 N. Shoreline Drive, Suite 900 
Corpus Christi, TX 78471 
sjordan@jhwclaw.com; hwomble@jhwclaw.com; kfranta@jhwclaw.com; 
pholzer@jhwclaw.com 
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Counsel for Debtors: Scotia Development et al. 
Jack L. Kinzie/James Prince II/  
C. Luckey McDowell 
Baker Botts LLP 
2001 Ross Avenue 
Dallas, TX 75201-2980 
jack.kinzie@bakerbotts.com; jim.prince@bakerbotts.com; 
luckey.mcdowell@bakerbotts.com 
 
Counsel for Bank of New York Trust 
Company, N.A. 
Zack A. Clement/William R. Greendyke/ 
R. Andrew Black/Jason L. Bolland/ 
Mark A. Worden 
Fulbright & Jaworski L.L.P. 
1301 McKinney Street, Suite 5100 
Houston, TX 77010-3095 
zclement@fulbright.com; wgreendyke@fulbright.com; ablack@fulbright.com; 
jboland@fulbright.com; mworden@fulbright.com 
 
Counsel for Marathon Structured Finance Fund. LP 
David Neier/William Brewer 
Winston & Strawn, LLP 
200 Park Avenue 
New York, NY 10166 
DNeier@winston.com; wbrewer@winston.com 
 
Counsel for Marathon Structured Finance Fund. LP 
John D. Penn/Trey Monsour 
Haynes & Boone, LLP 
201 Main Street, Suite 2200 
Fort Worth, TX 76102 
John.penn@haynesboone.com; Trey.monsour@haynesboone.com 
 
U.S. Trustee 
Charles R. Sterbach 
United States Trustee 
606 N. Carancahua, Suite 1107 
Corpus Christi, TX 78476 
Charles.r.sterbach@usdoj.gov 
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Counsel for Official Committee of Unsecured Creditors 
John D. Fiero/Maxim B. Litvak/ 
Kenneth H. Brown 
Pachulski Stang Ziehl & Jones, LLP 
150 California Street, 15th Floor 
San Francisco, CA 94111 
jfiero@pszjlaw.com; mlitvak@pszjlaw.com; kbrown@pszjlaw.com 
 
Counsel for Bank of America 
Evan M. Jones/Brian M. Metcalf 
O’Melveny & Myers LLP 
400 South Hope Street 
Los Angeles, CA 90071-2899 
ejones@omm.com; bmetcalf@omm.com 
 
Counsel for Maxxam Group, Inc. 
Alan Gover 
White & Case, LLP 
1155 Avenue of the Americas 
New York, NY 10036-2787 
agover@whitecase.com 
 
Counsel for Bank of New York 
Tony L. Gerber 
Louis R. Strubeck, Jr. 
Richard S. Krumholz 
Fulbright & Jaworski L.L.P. 
2200 Ross Avenue, Suite 2800 
Dallas, TX 75201-2784 
tgerber@fulbright.com; lstrubeck@fulbright.com; rkrumholz@fulbright.com 
 

Mendocino Redwood Company, LLC 
Allan S. Brilliant 
Craig P. Druehl 
Goodwin Procter LLP 
599 Lexington Avenue 
New York, NY 10022 
abrilliant@goodwinprocter.com 
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United States Department of Justice 
Alan.Tenenbaum@usdoj.gov 

County of Humboldt, California 
Martha E. Romero 
Romero Law Firm 
BMR Professional Building 
6516 Bright Avenue 
Whittier, CA 90601 
romero@mromerolawfirm.com 

Counsel for Angelo, Gordon & Co. L.P., Aurelius Capital Management, LP and 
Davidson Kempner Capital Management LLC 
STUTMAN TREISTER & GLATT P.C. 
Isaac M. Pachulski 
Jeffrey H. Davidson 
Eric D. Wnston 
1901 Avenue of the Stars, 12th Floor 
Los Angeles, CA  90067 
IPACHULSKI@stutman.com; jdavidson@stutman.com; EWinston@Stutman.com  




