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IN THE UNITED STATESBANKRUPTCY COURT
FOR THE SOUTHERN DISTRICT OF TEXAS
CORPUSCHRISTI DIVISION

Inre: ) Jointly Administered
)
SCOTIA DEVELOPMENT LLC, etal.,’ ) CaseNo. 07-20027-C-11
)
Debtor. ) Chapter 11

OPPOSITION OF THE OFFICIAL COMMITTEE OF UNSECURED CREDITORS
TO DEBTORS MOTION TO PAY PRE-PETITION SEVERANCE CLAIMS

I ntroduction

The Official Committee of Unsecured Creditors (the “ Committee”) is sympathetic to the
position of the Debtors former employees. It is both regrettable and unfortunate that the
Debtors filed these bankruptcy cases before the expiration of the 60-day waiting period the
Debtors built into their severance promises. However, it isaso regrettable and equally
unfortunate that the Debtors' businesses are unprofitable enterprises that cannot support their
existing secured debt.

While the Committee favors aglobal payment in full solution for unsecured creditorsin
these cases, none has been presented. Indeed, amost five months into this case, the Debtors: (1)
have no DIP financing in place; (2) apparently lack secured lender consent to make the requested
severance payments; (3) are unprofitable when debt service is taken into account; (4) have no
announced reorganization strategy; and (5) have no announced plans to provide incentives to

remaining employees and management. Since the claims of the former employees are

! The Debtors are the following entities: Scotia Development LLC; The Pacific Lumber Company; Britt Lumber
Co., Inc.; Salmon Creek LLC; Scotia Inn, Inc.; and Scotia Pacific Company.
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unquestionably “pre-petition,” the foregoing facts make payment of those claims both impossible
and imprudent at thistime.

Statement of Facts

In early December 2006, debtors The Pacific Lumber Company (“Palco”) and Scotia
Pacific Company LLC (“ Scopac”) (together, the “Debtors’) decided that they had too many
employees to be profitable and implemented areduction in force (“RIF”). At that sametime, the
Debtors surely knew that Scopac (a) had a bi-annual installment payment due to the Timber
Noteholders on January 20, 2007 (the “Timber Note Payment Date”), and (b) did not have the
funds to make the payment. Nevertheless, the Debtors instituted a RIF that promised an
additional 60 days wages to each terminated employee. In addition to the 60 days wages, the
Debtors promised severance payments to employees with more than five years of service. The
“catch” in the Debtors severance promise was that the payments would be made 60 days later —
after the Timber Note Payment Date passed.

Scopac was unable to gather the funds necessary to pay the Noteholders on the Timber
Note Payment Date. Thus, these bankruptcy cases were filed on January 18, 2007 to forestall the
risk of foreclosure by the Debtors' secured creditors.

Almost immediately after the cases were filed, the Debtors sought court authority to pay
the “priority” wage and benefit claims of its current employees. The Debtors also sought
permission to pay the pre-petition debt of certain company vendors whose services after
bankruptcy were deemed “critical” by the Debtors. As aresult, the Debtors obtained court

authority to pay more than $2,400,000 to providers of pre-petition goods and services who were
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also going to provide consideration to the Debtors post-petition (all but $160,000 of this
authority has since been used to pay such vendors).

On February 16, 2007, the Debtors advised the Committee that they intended to file a
motion for permission to pay severance to the Terminated Employees. In response, the
Committee suggested the Debtors devel op a cohesive, top-to-bottom retention and incentive
strategy for those who remained employed with the companies. Thereafter, roughly three
months passed, at which point the instant motion was filed without any explanation of whether or
when the Debtors will seek to institute some sort of key employee retention plan or management
incentive plan, or even arank and file retention plan.

Five monthsinto this bankruptcy case, the Debtors operations remain unprofitable.
Indeed, at thistime, neither Scopac nor Palco are in aposition to make all of the payments due to
their various bank and noteholder creditors using the cash flow that their businesses generate.
Scopac has neither aten-year harvest plan, nor areorganization business plan. Palco has no DIP
financing and may run out of cash without one later this summer. Nevertheless, Palco seeksto
pay $843,890.78, and Scopac seeksto pay $102,996 to the Terminated Employees on account of
the voluntary severance program instituted in December 2006 as part of a pre-petition RIF.

Argument

The Debtors justify their requeststo pay severance benefits to the Terminated Employees
on two ostensibly inter-related grounds. First, the Debtors suggest that paying the Terminated
Employeesisa proper exercise of business judgment that will benefit the estates by fostering the
loyalty and commitment of the company’ s remaining employees. Second; the Debtors claim that

paying these severance obligationsis vital to the reorganization because continuing employees
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are “very sengitive” to the issue of whether the Debtors will fulfill their commitment to pay
severance benefits to long-term employees. As addressed below, neither of these grounds meet

the applicable legal standards.

A. The Terminated Employees Severance Claims
Are Not Postpetition Administrative Claims

In essence, Palco and Scopac have asked the Bankruptcy Court to elevate the severance
claims of the Terminated Employees to the level of administrative expenses. It isonly under that
standard (or under the so-called “doctrine of necessity,” addressed below) that such claims can
be paid at thistime. See In re American Plumbing & Mechanical, Inc., 323 B.R. 442, 458
(Bankr. W.D. Tex. 2005) (J. Clark) (regardless of whether bonuses may be owed by the debtor,
“in order to be eligible for payment in full from the estate, the bonuses must first qualify as
allowed administrative claims under section 503(b)(1)(A) of the Bankruptcy Code.”).

Section 503(b)(1) of the Bankruptcy Code provides, in relevant part, as follows:

After notice and a hearing, there shall be allowed
administrative expenses, . . . : including, --

(D(A) the actual, necessary costs and expenses of
preserving the estate, including (i) wages, salaries, and
commissions for services rendered after the commencement of the

11 U.S.C. § 503(b)(1).

Under Fifth Circuit law, severance claims arising under a prepetition agreement are not
entitled to administrative expense status. This rule was enunciated by Judge Felsentha inInre
Phonesfor All, Inc., 249 B.R. 426 (Bankr. N.D. Tex. 2000) and then affirmed by the Fifth

Circuit Court of Appeal in In the Matter of Phones for All, Inc., 288 F.3d 730 (5" Cir. 2002). To
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be perfectly clear, the Fifth Circuit has previously examined an even more compelling case for
immediate payment (involving post-petition termination rather than the pre-petition termination
at issue here), and rejected it. There, the debtor entered into a prepetition employment agreement
with an individual who was to become the president of the company. 249 B.R. at 427-28. The
agreement provided certain severance benefits to such employee in the event of termination
without cause. 1d. The debtor subsequently filed for bankruptcy and afew weeks later
terminated the employee, who then sought an administrative expense claim for the entirety of the
severance benefit owed to him under the contract. Id. The bankruptcy court rejected the claim,
and the Fifth Circuit affirmed this decision, on the following three grounds:

First, section 503(b)(1) does not include severance pay within wages, salaries and
commissions entitled to an administrative expense. Unlike section 507(a)(4) of the Bankruptcy
Code, which specifically contemplates that severance claims may be entitled to prepetition
priority status, section 503(b)(1) only refersto wages, salaries, and commissions earned after the
commencement of the case. 1d. at 428-29.

Second, the employee in Phones for All earned his rights to severance prepetition when
he entered into his employment contract, rather than as compensation for postpetition services or
in lieu of other benefits or rights arising postpetition.® 1d. at 429-30.

Third, regardless of whether severance could fit within the definition of wages or salaries,
section 503(b)(1) aso requires that the payment of severance compensation be of benefit to the

estate. Id. at 430. InPhonesfor All, the bankruptcy court concluded that the debtor derived no

2 Thereisauthority in other Circuits for the proposition that severance benefits earned postpetition “in lieu of
notice of termination” are entitled to administrative status. See, e.g., In re Roth Amer., Inc., 975 F.2d 949, 957 (3d
Cir. 1992). Inthiscase, however, the Terminated Employees received 60 days' notice and regular wages and
benefits throughout such notice period. So such authority has no bearing here.
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benefit from having the employee be paid more than what was owed for the services he provided
before histermination. 1d. Severance pay was simply not part of the equation in terms of
postpetition compensation.

Based on the foregoing analysis by the bankruptcy court, the Fifth Circuit agreed that “a
prepetition severance agreement is not entitled to post-petition administrative priority status.”
288 F.3d at 732. In order to attain such status, “a severance claim must have arisen from a
transaction with the debtor in possession and must then confer a benefit on the debtor’ s estate.”
Id. (citations omitted).

In the instant case, the severance claims of the Terminated Employees do not meet this
standard. Palco and Scopac committed to pay the severance prior to their respective bankruptcy
filings. Although the Debtors now seek to affirm that decision and argue that Phones for All is
distinguishable on this basis, the Debtors fail to take into account that they are essentially
offering to pay the Terminated Employees for no postpetition consideration whatsoever. See
American Plumbing, 323 B.R. at 463 (“What is crucia iswhat consideration supports the bonus,
and whether such consideration, or a portion of it, was pre-petition services.”) (citations
omitted).

The Debtors base their position on the alegation that the loyalty and commitment of
continuing employees will improve if severanceis paid, but section 503(b)(1) requires that an
administrative expense claim for wages must be for services rendered after the commencement
of the case (not before). See11 U.S.C. § 503(b)(1)(A); American Plumbing, 323 B.R. at 458-59

(“With regard to wage claims, the claim must be for services rendered after the commencement
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of the case, not before.”).® The severance claims of the Terminated Employees have nothing to
do with postpetition services. They are entirely based on prior service to the company (i.e.,
prepetition service).

In sum, it appears that by paying them out of turn, the Debtors are proposing to make a
“gift” to the Terminated Employees on the basis that there may be certain tangentia benefitsto
the estates in the form of improved employee morale. Clearly, the Terminated Employees are
not themselves providing this benefit. They arein fact providing no benefit at all because they
are already gone. Accordingly, the severance claims of the Terminated Employees should not be

elevated to the status of administrative claims under section 503(b)(1) of the Bankruptcy Code.

B. | mmediate Payment of the Severance Claims
isNot Critical for the Reorganization

The Debtors a so take the position that payment of the severance claims of the
Terminated Employees should be permitted under the “ doctrine of necessity” and section 105(a)
of the Bankruptcy Code. The Debtors anal ogize this situation to one involving critical vendors
because payment of severance obligations, they say, is necessary to facilitate the loyalty and
commitment of the company’ s remaining employees. Thisis essentially the same rationale as
the one used by the Debtors for justifying allowance of the severance claims as administrative
expenses, except that the “doctrine of necessity” only applies to prepetition claims.

Section 105(a) of the Bankruptcy Code provides that “[t]he court may issue any order,

process or judgment that is necessary or appropriate to carry out the provisions of thistitle.” 11

% 1t also bears mention that the fact that a severance claim becomes due at a point that happens to be postpetition
does not make it an administrative claim. The relevant inquiry is whether such severance claim is compensation for
services actually rendered to the estate postpetition.
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U.S.C. 8 105(a). Section 105(a) essentialy “authorizes a bankruptcy court to fashion such orders
as are necessary to further the substantive provisions of the Bankruptcy Code.” In the Matter of
Oxford Management, Inc., 4 F.3d 1329, 1333-34 (Sth Cir. 1993). However, section 105(a) is not
alicensefor the court to issue any order that it seesfit. The powers granted by section 105(a)
“must be exercised in amanner that is consistent with the Bankruptcy Code.” 1d. at 1334. “The
statue does not authorize the bankruptcy courts to create substantive rights that are otherwise
unavailable under applicable law, or constitute a roving commission to do equity.” Id. (citations
omitted). In Oxford, for instance, the Fifth Circuit overruled the decision of the bankruptcy court
to allow the payment of postpetition funds to satisfy prepetition claims because neither the
parties nor the bankruptcy court cited a specific provision of the Bankruptcy Code that would
allow such payment. Id.

Although Oxford did not arise in the context of a critical vendor payment and did not
absolutely prohibit payment of prepetition claims outside of a plan, the Fifth Circuit made clear
that any such payment must be otherwise expressly justified by the Bankruptcy Code. See, e.g.,
In re Equalnet Communications Corp., 258 B.R. 368, 369-370 (Bankr. S.D. Tex. 2000) (J.
Greendyke) (noting that, in most instances, “the payment of prepetition claims prior to
confirmation of aplan in a Chapter 11 case has been proscribed by the 5™ Circuit in [Oxford].”).

InlnreCoServ, L.L.C., 273 B.R. 487 (Bankr. N.D. Tex. 2002) (J. Lynn), the court
struggled with the propriety of permitting critical vendor payments given the decision in Oxford
and what standard to apply in the event that such payments were permitted. The court concluded
that debtors may be authorized to pay prepetition debt outside of aplan, but “only under

extraordinary circumstances.” 1d. at 492. The court also felt that the “doctrine of necessity” is
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“adeviceto beused only inrareinstances.” 1d. Nonetheless, the court found alink between
section 105(a) and the “doctrine of necessity” in section 1107(a) of the Bankruptcy Code, which
designates the debtor in possession as the equivalent of atrustee. Id. at 497. The court reasoned
that atrusteeis afiduciary charged with the task of maximizing the value of the estate. Id.
“There are occasions when this duty can only be fulfilled by the preplan satisfaction of a
prepetition claim.” 1d. This power, however, must be used “ sparingly.” 1d.

The court then proceeded to outline three elements to consider in making the
determination of whether to allow advance payment of a prepetition claim. Id. at 498. First, it
must be critical that the debtor deal with the claimant. Second, unlessit deals with the claimant,
the debtor risks the probability or harm, or, aternatively, loss of economic advantage to the
estate or the debtor’ s going concern value, which is disproportionate to the amount of the
claimant’s prepetition claim. Third, thereisno practical or legal alternative by which the debtor
can deal with the claimant other than by payment of the claim. Id. The focus of this standard is
on the critical need for the debtor to continue to conduct business with the claimant who is to be
paid.

With regard to the Terminated Employeesin this case, they no longer contribute to the
Debtors’ economic operations. They have not worked for the Debtors in nearly four months. By
definition, therefore, the Debtors do not need to pay the Terminated Employees for continued
service. Thereisaso no evidence that failure to pay severance to the Terminated Employees
would cause any harm to the Debtors' estates disproportionate to the approximately $950,000

that the Debtors propose to pay. Moreover, the Debtors certainly could put this money to better
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use (for instance, incentivizing existing employees to confirm a plan that provides a significant
recovery to all unsecured creditors).
Conclusion

From alegal perspective, the Debtors' request to pay severance to the Terminated
Employeesis unwarranted. The employeeswere let go prior to the filing of these bankruptcy
cases, and they were promised severance prior to the petition date. Moreover, the type of
severance promised by the company to employeesis entirely based upon service to the
companies that took place in the past. The severance claims of the Terminated Employees are
therefore clearly prepetition claims.

It also stretches credibility for the Debtors to argue that payment of such claims (almost
five months into these cases) is now critical to the reorganization. The Terminated Employees
are no longer involved with the company. Courts within the Fifth Circuit recognize that critical
vendor payments are extraordinary and only allow such payments in the rare instance when the

debtor has no choice but to deal with a particular creditor post-petition.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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Asunfortunate asit may seem, thisisjust not a case with alegal or business basis for
paying the Terminated Employees ahead of other general unsecured creditors. At thistime, the
money would be better used in the ongoing operations of these troubled companies.

Dated:  June6, 2007 PACHULSKI STANG ZIEHL YOUNG JONES
& WEINTRAUB LLP

By /9 JohnD.Fiero

John D. Fiero (admitted pro hac vice)
Maxim B. Litvak (TX Bar No. 24002482)
150 California Street, 15th Floor
San Francisco, California 94111-4500
Telephone: 415/263-7000
Facsimile: 415/263-7010
E-mail: jfiero@pszyjw.com

mlitvak @pszyjw.com

Counse! for the
Official Unsecured Creditors Committee
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PROOF OF SERVICE

STATE OF CALIFORNIA )
)
CITY OF SAN FRANCISCO )

|, Adriana Zaragoza, am employed in the city and county of San Francisco, State of
Cdlifornia. | am over the age of 18 and not a party to the within action; my business addressis
150 California Street, 15th Floor, San Francisco, California 94111-4500.

On June 6, 2007, | caused to be served the OPPOSITION OF THE OFFICIAL
COMMITTEE OF UNSECURED CREDITORSTO DEBTORS MOTION TO PAY PRE-
PETITION SEVERANCE CLAIMS inthisaction by placing atrue and correct copy of said
document in sealed envel opes addressed as follows:

SEE ATTACHED SERVICE LIST

(BY MAIL) I am readily familiar with the firm's practice of collection and processing

|Z| correspondence for mailing. Under that practice it would be deposited with the U.S.
Postal Service on that same day with postage thereon fully prepaid at San Francisco,
Cdlifornia, in the ordinary course of business. | am aware that on motion of the party
served, service is presumed invalid if postal cancellation date or postage meter date Is
more than one day after date of deposit for mailing in affidavit.

(BY FAX) I caused to be transmitted the above-described document by facsimile

|:| machine to the fax number(s) as shown. The transmission was reported as complete and
without error. (Service by Facsimile Transmission to those parties on the attached List
with fax numbers indicated.)

(BY PERSONAL SERVICE) By causing to be delivered by hand to the offices of the
[] addressee(s).

(BY OVERNIGHT DELIVERY) By sending by to the addressee(s) as
[] indicated on the attached list.

| declare under penalty of perjury, under the laws of the State of Californiaand the
United States of Americathat the foregoing istrue and correct.

Executed on June 6, 2007, at San Francisco, California.

/s/ Adriana Zaragoza
Adriana Zaragoza, Legal Assistant
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Debtor: Scotia Pacific LLC aka SCOPAC

Debtor

Gary L. Clark
ScotiaPacificLLC

125 Main Street

Scotia, CA 95565-0000

Attorneysfor Debtor Scotia
PacificLLC

John F. Higgins

James Matthew Vaughn
Porter & Hedges, L.L.P.
1000 Main Street, 36th Floor
Houston, TX 77002

Attorneysfor Debtor Scotia
PacificLLC

Kathryn Coleman

Gibson Dunn & Crutcher LLP
200 Park Avenue, 47th Floor
New York, NY 10166-0193

Attorneysfor Debtor Scotia
PacificLLC

Eric J. Fromme

Gibson Dunn & Crutcher LLP
Jamboree Center

4 Park Plaza, Suite 1400
Irvine, CA 92614

SCOPAC Secured Creditors/ Counsel for Secured Creditors

Indenture Trustee

The Bank of New York Trust
Company, N.A.

John Stohimann

600 North Pearl St., Suite 420
Dallas, TX 75201

Bank of America

Clara Yang Strand

333 South Hope Street
Los Angeles, CA 90071

Counsel for Bank of America
Evan M. Jones

Brian M. Metcalf

O'Melveny & MyersLLP

400 South Hope Street

Los Angeles, CA 90071-2899

Counsel to Ad Hoc Committee of
Timber Noteholders

Evan D. Flaschen

Kurt A. Mayr

Gregory W. Nye

Bracewell & Giuliani

One Goodwin Square

225 Asylum Street, 26" Floor
Hartford, CT 06103

Counsel for The Bank of New
York Trust

Company, N.A., Indenture
Trustee

Rhett G. Campbell

Diana M. Woodman
Matthew R. Reed
Thompson & Knight LLP
333 Clay Street, Suite 3300
Houston, TX 77002

RSN

Counsel for The Bank of New
York Trust Company, N.A.,
Indenture Trustee

IraL. Herman

Thompson & Knight LLP

919 Third Avenue, 3% Floor
New York, NY 10022-3915
RSN

Debtor: The Pacific

Lumber Company aka PALCO and Certain Subsidiaries

Debtor

The Pacific Lumber Company
449 15th Street, Suite 401
Oakland, CA 94612

Debtor

Scotia Development, LLC
921 N. Chaparral, Suite 104
Corpus Christi, TX 78401

Debtor

Britt Lumber Co., Inc.
449 15th Street, Suite 401
Oakland, CA 94612

Debtor

Salmon Creek, LLC
P.O. Box 37

Scotia, CA 95565

Debtor

Scotia Inn, Inc.
100 Main Street
Scotia, CA 95565

Counsel for Debtors: Scotia
Development, LLC, The Pacific
Lumber Company, Britt Lumber
Co., Inc., Salmon Creek, LLC,
Scotia Inn, Inc.

Shelby A. Jordan

Harlin C. Womble, Jr.

Nathaniel Peter Hol zer

Kevin J. Franta

Jordan, Hyden, Womble, Culbreth &
Holzer, P.C.

500 N. Shoreline Drive Suite 900
Corpus Christi, TX 78471

Counsel for Debtors: Scotia
Development, LLC, The Pacific
Lumber Company, Britt Lumber
Co,, Inc., Salmon Creek, LLC,
Scotia lnn, Inc.

Jeffrey L. Schaffer

Gary M. Kaplan

William J. Lafferty

Howard, Rice, Nemerovski, Canady,
Fak & Rabkin, P.C.

Third Embarcadero Center, 7th
Floor

San Francisco, CA 94111-4024
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PAL CO Secured Creditors/ Counsel for Secured Creditors

Marathon Structured Finance Fund,
LP

ATTN: Gary Lembo

461 Fifth Avenue, 11th Floor

New York, NY 10017

LaSalle Business Credit, LLC
LaSalle Bank National Assoc.
ATTN: David Gozdecki

135 South LaSalle Street, Ste 425
Chicago, IL 60603

Counsel for LaSalle Bank, N.A.
and LaSalle Business Credit, LLC
Vincent E. Lazar

Michael S. Terrien

Phillip W. Nelson

Jenner & Block, LLP

330 N. Wabash Avenue

Chicago, IL 60611

RSN

Counsel for Marathon Structured
Finance Fund, LP

David Neier

William Brewer

Winston & Strawn, LLP

200 Park Avenue

New York, NY 10166

Board of Equalization
(Cdifornia Timber Tax)

P.O. Box 94279-4001
Sacramento, CA 94729-4001

Humboldt County Tax Collector
(County Property Tax)

Attn: Stephen A. Strawn

Room 125

825 Fifth Street

Eureka, CA 95501

UNITED STATES TRUSTEE

U.S. Trustee

Christine March

United States Trustee

606 N. Carancahua, Suite 1107
Corpus Christi, TX 78476

Counsel to U.S. Trustee

Knight Elsberry, Esg.

Office of the General Counsel
Executive Office for United States
Trustees

United States Department of Justice
20 Massachusetts Avenue, N.W.
Suite 8400

Washington, D.C. 20530

COM

MITTEE OF UNSECURED CREDITORS

Environmental Protection
Information Center, and Sierra Club
Interim Chairman

Sharon E. Duggan, Esg.

Law Offices of Sharon E. Duggan
370 Grand Avenue, Suite 5
Oakland, CA 94610

John Miller, Interim City Manager
City of Rio Dell

675 Wildwood Ave.

Rio Dell, CA 95562

Pacific Coast Trading, Inc.
c/oMilesT. Crail

1690 Green Ash Road
Reno, NV 89511

RSN
United Steelworkers Steve Cave
c/o David Jury 2332 Wrigley Road

Five Gateway Center, Suite 807
Pittsburgh, PA 15222

Eureka, CA 95503
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GOVERNMENTAL AGENCIES

Susan Combs, Comptroller
LBJ State Office Bldg.

111 E. 17" Street

P.O. Box 13528

Austin, TX 78711

Securities Exchange Commission
Attn: Merri Jo Gillette, Regional
Director

175 W. Jackson Blvd., Suite 900
Chicago, IL 60604-2908

Internal Revenue Service
P.O. Box 21126
Philadelphia, PA 19114

Internal Revenue Service
1919 Smith Street

Stop 5022 HOU
Houston, TX 77002

U.S. Department of Justice
950 Pennsylvania Ave., NW
Washington, DC 20530-0001

U.S. Attorney’s Office
Southern District

Donald J. Degabrielle, Jr.
P.O. Box 61129
Houston, TX 77208

Judy A. Robbins
P.O. Box 61129
Houston, TX 77208-1129

Kimberly A. Walsh

Assistant Attorney General
Bankruptcy & Collections Division
P.O. Box 12548

Austin, TX 78711-2548

Counsel for The Comptroller of
Public Accounts of the State of
Texas

Employment Development Dept.
Bankruptcy Group MIC 92E

P.O. Box 826880-0001
Sacramento, CA 94280-0001

Michael M. Stahl

LisaLund

U.S. Environmental Protection
Agency Office of Compliance
1200 Pennsylvania Avenue, NW
Washington, DC 20640-0001

Walker Smith

Randy Hill

U.S. Environmental Protection
Agency

Office of Civil Enforcement
1200 Pennsylvania Avenue, NW
Washington, DC 20640-0001

Office of Enforcement and
Compliance Assurance

U.S. Environmental Protection
Agency

401 M Street, SW.
Washington, DC 20460

Arizona Department of Revenue
P.O. Box 29079
Phoenix, AZ 85038-9079

State of California

Franchise Tax Board

P.O. Box 2952

Sacramento, CA 95812-2952

Kentucky Revenue Cabinet
Department of Revenue
200 Fair Oaks Lane
Frankfort KY 40620

L ouisiana Department of Revenue
P.O. Box 91011
Baton Rouge, LA 70821-9011

Michigan Department of Treasury
430 W. Allegan Street
Lansing, Ml 48922

Missouri Director of Revenue
P.O. Box 3020
Jefferson City, MO 65105-3020

Corporation Income Tax
P.O. Box 700
Jefferson City, MO 65105-0700

Ohio Treasurer of State

Ohio Department of Taxation
P.O. Box 804

Columbus, OH 43216-0804

West Virginia State Tax Department
Bankruptcy Unit

P.O. Box 766

Charleston, WV 25323-0766

Department of Fish and Game
Stephanie Tom Coupe

State of California Department of
Fish and Game

1416 Ninth Street, 12" Floor
Sacramento, CA 95814

U.S. Department of the Interior
Department of Fish and Wildlife
Service

Attn: Anne Badgely, Regional
Director

911 N.E. 11" Avenue

Portland, OR 97232

Pacific Region, Region 1 Offices
Attn: Ren Lohoefener, Regional
Director

911 NE 11th Ave

Portland, OR 97232

U.S. Department of the Interior
U.S. Fish and Wildlife Service
Californiaand Nevada Operations:
Steve Thompson, Californiaand
Nevada Operations (CNO) Manager
Kenneth McDermond, Deputy
Operations Manager

2800 Cottage Way

Sacramento, CA 95825

U.S. Department of Commerce
National Oceanic and
Atmospheric Administration;
National Marine Fisheries Service,
Southwest Regional Office
National Marine Fisheries Services
US Department of Commerce

Attn: Dr. William Hogarth

Deanna Harwood, Office of Counsel
501 W. Ocean Blvd., Suite 4200
Long Beach, CA 90802

U.S. Department of Commerce
National Oceanic and
Atmospheric Administration;
National Marine Fisheries Service
Lisa Roberts

John Clancey

1655 Heindon Road

Arcata, CA 95521
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The Resources Agency
Secretary of Resources

Attn: Mike Chrisman

1416 Ninth Street, Suite 1311
Sacramento, CA 95814

State of California— Department
of Forestry and Fire Protection,
Humboldt Del Norte Unit

Tom Osipovich, Unit Chief

Joe Fassler, Forest I nspector

118 S. Fortuna Boulevard

Fortuna, CA 95540

State of California; Wildlife
Conservation Board

Wildlife Conservation Board

John P. Donnelly, Interim Executive
Director

1807 13th Street, Suite 103
Sacramento, CA 95814

U.S. Department of the Interior
U.S. Fish and Wildlife Service
Sacramento Fish & Wildlife Office
Lynn Cox, Deputy Solicitor General
2800 Cottage Way, Room W-2605
Sacramento, CA 95825

U.S. Department of the Interior
U.S. Fish and Wildlife Service
ArcataFish & Wildlife Office
Mike Long

Amedee Brickey

James Bond

1655 Heindon Road

Arcata, CA 95521

California Environmental
Protection Agency

State Water Resources Control
Board

Ted Cobb, Assistant Chief Counsel
1001 “1” Street

P.O. Box 100

Sacramento, CA 95814

California Environmental
Protection Agency

State Water Resources Control
Board

North Coast Regional Water
Control Board

Robert Klamt, Chief, Timber
Harvest Division

5550 Skylane Boulevard, Suite A
SantaRosa, CA 95403

North Coast Unified Air Quality
Management District

Rick Martin, APCO

North Coast Unified Air Quality
Mgmt. District

c/o Nancy Diamond

Law Offices of Nancy Diamond
822 G Street, Suite 3

Arcata, CA 95521

California Forest Products
Commission

Attn: Donn Zea, President
853 Lincoln Way, Suite 208
Auburn, CA 95603

Counsel for the United States on
behalf of the Department of the
Interior and NOAA

Alan Tenenbaum

National Bankruptcy Coordinator
Department of Justice

Environment and Natural Resources
Division

Environmental Enforcement Section
P.O. Box 7611

Washington, DC 20044

Counsel for the California

Resour ces Agency, California
Department of Fish and Game, the
California Department of Forestry
and Fire Protection, the North
Coast Region Water Quality
Control Board, the California
State Water Resour ces Control
Board, and the California Wildlife
Conservation Board

Michael Neville

Tiffany Yee

Deputies Attorney Genera

Office of the Attorney General

455 Golden Gate Avenue, Suite
11000

San Francisco, CA 94102-7004

PARTIESREQUESTING SPECIAL NOTICE

Counsel for Maxxam Group, Inc.
Alan Gover

White & Case, LLP

1155 Avenue of the Americas

New York, NY 10036-2787

Counsel for Maxxam Group, Inc.
Craig H. Averch

Roberto J. Kampfner

White & Case, LLP

633 West Fifth Street, 19th Floor
Los Angeles, CA 90071

Counsel for Green Diamond
Resour ce Company

Bruce G. Maclntyre

Perkins Coie, LLP

1201 Third Avenue, 40th Floor
Seattle, WA 98101-3099
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Bankruptcy Coordinator for |1BM
Corporation and IBM Credit LLC
Vicky Namken

IBM

13800 Diplomat

Dallas, TX 75234

Counsel for The Bank of New
York Trust Company, N.A.
Indenture Trustee

Rhett G. Campbell

DianaM. Woodman

Thompson & Knight, LLP

333 Clay Street, Suite 3300
Houston, TX 77002-4499

Counsel for The Bank of New
York Trust Company, N.A.
Indenture Trustee

IraL. Herman

Thompson & Knight, LLP

919 Third Avenue, 39th Floor
New York, NY 10022-3915

Andrew Herenstein
Patrick Bartels
Quadrangle Group, LLC
375 Park Avenue, 14th Fl.
New York, NY 10152

Michael W. Neville

Tiffany Yee

California Attorney General’s Office
455 Golden Gate Avenue, Suite
11000

San Francisco, CA 94102

Counsel for Marathon Structured
Finance Fund, LP

David Neier

Winston & Strawn LLP

200 Park Avenue

New York, NY 10166

Counsel for Marathon Structured
Finance Fund, LP

Eric E. Sagerman

Winston & Strawn, LLP

333 South Grand Avenue, Suite
3800

Los Angeles, CA 90071

Counsel for Marathon Structured
Finance Fund, LP

John D. Penn

Trey Monsour

Haynes & Boone, LLP

201 Main Street, Suite 2200

Fort Worth, TX 76102

Counsel for the City of Rio Dell
David E. Martinek

Dun & Martinek, LLP

2313 Street

Eureka, CA 95501

Committee Financial Advisors
Chanin Capital Partners

Peter Corbell/Anurag Kapur
William Eide/Tom Carlson
11150 Santa Monica Blvd.,

6th Floor

Los Angeles, CA 90025

Counsel toKey

Equipment FinanceInc.
Michael A. Axel, Esg.
KeyBank National Association
127 Public Square

Second Floor

Cleveland, Ohio 44114-1306

Counsel for the California

Resour ces Agency, California
Department of Fish and Game, the
California Department of Forestry
and Fire Protection, the North
Coast Region Water Quality
Control Board, the California
State Water Resour ces Control
Board, and the California Wildlife
Conservation Board

Steven H. Felderstein

Paul J. Pascuzzi

Felderstein Fitzgerald Willoughby &
Pascuzzi LLP

400 Capitol Mall, Suite 1450
Sacramento, CA 95814-4434

Local Counsel for LaSalle Bank
N.A. and Lasalle Business Credit
LLC

Henry J. Kaim

Mark W. Wege

Bracewell & Giuliani LLP

711 Louisiana Street, Suite 2300
Houston, Texas 77002-2781

Attorneysfor the Ad Hoc
Committee of Timber Noteholders
John P. Melko, Esg.

Gardere Wynne Sewell LLP

1000 Louisiana, Suite 3400
Houston, Texas 77002-5011

United States on behalf of the
Department of the Interior and
Department of Commerce
Keith W. Rizzardi

Trial Attorney

U.S. Department of Justice
Environment & Natural Resources
Division

Wildlife & Marine Resources
Section

P.O. Box 7369

Ben Franklin Station
Washington DC 20044-7369

Ray Miller
3147 Dolbeer St. #13
Eureka, CA 95503

CWY Credit

Bankruptcy Department

Con-Way Freight

5555 Rufe Snow Dr., Suite #5515
North Richland Hills, TX 76180

Counsel to Mendocino Forest
Products Company, LLC
Daniel A. Zazove

Perkins Coie LLP

131 S. Dearborn St., Suite 1700
Chicago, IL 60603
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Counsel to Steve Cave, et al.
William G. Bertain

Attorney at Law

1310 Sixth Street

Eureka, CA 95501

Counsel to Dallas County
Elizabeth Weller

Linebarger Goggan Blair &
Sampson, LLP

2323 Bryan Street, Suite 1600
Dallas, TX 75201

Counsel to Harris County
John P. Dillman
Linebarger Goggan Blair &
Sampson, LLP

P.O. Box 3064

Houston, TX 77253-3064

Counsel to People of State of CA
Paul V. Gallegos

Humbolt County District Attorney
825 5" Street

Eureka, CA 95501

Counsel to Environmental
Protection I nformation Center
and Sierra Club

Brian Gaffney, Esqg.

Law Offices of Brian Gaffney
605 Market Street, Suite 505
San Francisco, CA 94105

Interested Party
John C. Morrison
1890 Loop Road
Fortuna, CA 95540

Interested Party

Ed Lewis, President
Lewis Logging

3897 Rohnerville Road
Fortuna, CA 95540

Counsel for Jeff King Contractor,
Inc.

Bobbie G. Bayless

Bayless & Stokes

2931 Ferndale

Houston, Texas 77098

The Pacific Forest Trust
James Everett

Conservation Finance Manager
The Presidio

1001-A O'Rellly Avenue

San Francisco, CA 94129

Counsel for Jimmy Dan Cook
Zachary E. Zwerdling
Zwerdling Dibble, LLP

123 F Street, Suite C

Eureka, CA 95501

M attole Restor ation Council
Ali Freedlund, Forest Practices
Program

P.O. Box 160

Petrolia, CA 95558

Counsd for the Ad Hoc
Committee of Timber Noteholders
Marcus A. Helt

Gardere Wynne Sewell, LLP

1601 Elm Street, Suite 3000

Dallas, TX 75201-4761

U.S. Attorney Office

Larry Ludka

Assistant U.S. Attorney
Southern District of Texas

800 North Shoreline Blvd., #500
Corpus Christi, TX 78476-2001

Counsel for Pension Benefit
Guaranty Corporation
Theresa J. Betro

1200 K Street, N.W.
Washington, D.C. 20005-4026

The Humboldt Water shed Council
Mark Lovelace, President

P.O. Box 1301

Eureka, CA 95502

Farm Credit Leasing
600 Highway 169 South, Suite 300
Minneapolis, MN 55426

Counsel for Bank of New York
Trust Company N.A.

Zack A. Clement

William R. Greendyke

R. Andrew Black

Jason L. Boland

Mark A. Worden

Fulbright & Jaworski L.L.P.

1301 McKinney Street, Suite 5100
Houston, TX 77010-3095

Counsel for Bank of New York
Trust Company N.A.

Toby L. Gerber

Fulbright & Jaworski L.L.P.
2200 Ross Avenue, Suite 2800
Dallas, TX 75201-2784

Bankruptcy Administration
IKON Financial Services
1738 Bass Road

P.O. Box 13708

Macon, GA 31208-3708
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