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Introduction

The North Coast Regional Water Quality Control Board (Regional Water Board) will
consider adopting an Order accepting a Settlement Agreement and Stipulation for Entry
of Administrative Civil Liability Order (hereafter “Stipulated Order” or “Order”) entered
into between the Assistant Executive Officer of the Regional Water Board, on behalf of
the Regional Water Board Prosecution Staff (Prosecution Staff) and the Humboldt
Redwood Company, LLC (collectively Parties).

The Prosecution Staff and the Humboldt Redwood Company LLC. (HRC) have reached
a mutually agreeable monetary settlement of $330,000 for violations associated with
three separate sediment related Cleanup and Abatement and Technical Report Orders
(CAOs) R1-2004-0028, R1-2006-0046, and R1-2006-0055 (the Cleanup Orders) to
address sediment related issues in HRC’s landholdings in the Elk River and Freshwater
Creek watersheds. The settlement comes after several years of negotiations with HRC
and their predecessors to whom the Cleanup Orders were originally issued, the Scotia
Pacific Company LLC, Salmon Creek Corporation, and the Pacific Lumber Company
(collectively referred to as Palco). Alleged violations include: (1) failure to submit
complete sediment source inventories and Master Treatment Schedules (MTSs), (2)
failure to submit complete monitoring and reporting plans, and (3) failure to submit
summary reports by required deadlines. The details of the alleged violations are
summarized in Exhibit A of the Stipulated Order.

Background

Elk River and Freshwater Creek watersheds are major tributaries to Humboldt Bay in
the Eureka area. HRC owns the majority of the watersheds, which are extensively
managed for its timberland resources and have been heavily logged over the past
decades. The lower portions of the watersheds also support residential uses as part of



the Eureka and Arcata urban corridor, as well as some farming and grazing. The size of
these watersheds and the amount of HRC ownership is summarized below:

e The Freshwater Creek watershed is approximately 19,892 acres, of which HRC
owns 15,520 acres (78%)

e The North Fork Elk River is approximately 14,435 acres, of which HRC owns
14,115 acres (98%)

e The South Fork Elk River is approximately 13,184 acres, of which HRC owns
6,950 acres (~53%)

e The Mainstem Elk River is approximately 6,224 acres, of which HRC owns 1,135
acres (18%)

The watersheds are listed as impaired water bodies under Section 303(d) of the federal
Clean Water Act due to sedimentation/siltation. Water quality problems cited under the
listings include: sedimentation, threat of sedimentation, impaired irrigation water quality,
impaired domestic supply water quality, impaired rearing and spawning habitat,
increased rate and depth of flooding due to sediment, and property damage.

In response to significant increases in rate of harvesting beginning in the late 1980s, the
Regional Water Board, at its meeting on December 3, 2003, recognized the degraded
conditions in the Elk River and Freshwater Creek watersheds as a result of increased
sedimentation and erosion and the linkage to timber harvesting activities, and directed
that:

1) Additional regulatory and non-regulatory actions are necessary due to the rate
and scale of land disturbing activities in five impaired watersheds, including the
Elk River and Freshwater Creek;

2) Cleanup and Abatement Order(s) should be developed to address sediment sites
(in basins where such orders were not already in place) and Time Schedule
Order(s) should be issued if the due dates contained in the Cleanup and
abatement Orders are not met; and

3) Reports of Waste Discharge should be required, which would lead to watershed-
specific Waste Discharge Requirements (WWDRS).

Subsequently, the Regional Water Board issued the Cleanup Orders® to address
sediment sources in Palco’s timber holdings in EIk River and Freshwater Creek
watersheds:

The findings for CAO R1-2006-0055 provide an extensive and detailed history of the various attempts
made by the Regional Water Board staff to address sediment source related concerns in these
watersheds as well as the short comings of the landowner’s Habitat Conservation Plan (HCP) to
adequately address water quality protections.



e Order No. R1-2004-0028, issued April 2, 2004, for landholdings in the South Fork
and Mainstem Elk River watersheds (SF/MS Elk Order).

e Order R1-2006-0046, issued April 10, 2006 the Freshwater Creek watershed
(Freshwater Order).

e Order R1-2006-0055, issued May 5, 2006, for North Fork Elk River landholdings
(NF Elk Order).

The Cleanup Orders contain requirements to assess, treat and monitor existing and
threatened discharges of sediment in these watersheds. These Cleanup Orders are
unique in that they require a sediment treatment strategy on a watershed basis that is
focused on watershed recovery and risk to the aquatic resource.

The goals of the Cleanup Orders were to treat controllable sediment discharge sources
on a time schedule focused on expediting the recovery of impaired beneficial uses of
water, and to obtain information to better understand the extent of past and future
sediment inputs, rather than to continue to rely on treatment of sediment sources under
the Timber Harvest Plan (THP) process or the landowner’s Habitat Conservation Plan
(HCP). Monitoring and reporting requirements for wet weather, implementation and
effectiveness monitoring were also included in the Cleanup Orders. The Cleanup
Orders also require periodic status and activity summary reports, annual work plans and
annual monitoring and reporting programs.

Once issued, the Regional Water Board staff focused its attention on working with Palco
to achieve compliance with the Cleanup Orders, specifically to develop adequate
inventory and prioritization methods as well as monitoring and reporting methods.
During this time, staff also was developing the watershed-wide Waste Discharge
Requirement (WWDRS) for timber harvest activities that are currently in place for these
watersheds. Regional Water Board staff is also developing Technical Total Maximum
Daily Load (TMDLs) for these two watersheds.

Notice of Violations Summary

Over time Regional Water Board staff documented violations of each of the Cleanup
Orders and issued a number of Notice of Violations (NOV), which are documented in
Exhibit A of the Stipulated Order under consideration, including the NOVs described
below:

e On January 25, 2005, for failure to submit a complete and adequate sediment
inventory and master treatment schedule per Cleanup Order R1-2004-0028.

e On October 5, 2005, for failure to submit a summary report of treatment activities
completed in 2004, and ongoing violation for incomplete inventories and Master
Treatment Schedule (MTS) as required by Cleanup Order R1-2004-0028.

e On November 29, 2005, for failure to submit a complete and adequate Monitoring
and Reporting Plan (MRP) as required by Cleanup Order R1-2004-0028.

e On December 16, 2005 for failure to submit an adequate MRP as required by
Cleanup Order R1-2004-0028.



e On December 20, 2006, two NOVs for failure to submit complete an updated
sediment inventories and master treatment schedules as required by Cleanup
Orders R1-2006-0046 and R1-2006-0055.

e On February 23, 2007, for failure to submit a MTS in compliance with Item 4b of
R1-2006-0046.

e On May 8, 2007, for failure to submit a complete MTS in compliance with Item 4b
of R1-2006-0055.

Settlement Negotiations

Regional Water Board staff and Palco had been working on a settlement of potential
liability based on the violations cited in the Notice of Violations when in January 2007,
Palco filed for Chapter 11 bankruptcy in Corpus Christi, Texas.

In July 2008, the bankruptcy was resolved when approximately 210,000 acres of
Palco’s commercial timberlands in Humboldt County, including those holdings in EIk
River and Freshwater Creek were obtained by the consortium of Marathon Bank
Structured Finance Fund L.P. and Mendocino Redwood Company, LLC, which was
renamed Humboldt Redwood Company, LLC (HRC).

Along with the timberland acquisition, the responsibility to comply with the Watershed
WDRs and CAOs in Elk River and Freshwater also transferred to HRC.

Regional Water Board staff and HRC re-engaged in settlement negotiations in 2009,
which resulted in the settlement of the matter without administrative or civil litigation and
by presenting this Stipulated Order to the Regional Water Board for adoption as an
Order by settlement, pursuant to Government Code section 11415.60.

The stipulated order was noticed for public comment and distributed to an extensive

interested party list. No written comments were received during the comment period.

STAFF RECOMMENDATION:  Regional Water Board staff recommend adoption of
Order no. R1-2011-0011.

Attachments:

1. Stipulated Order and Settlement for Entry of Administrative Civil Liability Order
2. Copy of Public Notice



