
UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 

SECURITIES AND EXCHANGE COMMISSION, 

Plaintiff, 

v. 

DREXEL BURNHAM LAMBERT INCORPORATED; 
DREXEL BURNHAM LAMBERT GROUP 

INCORPORATED; 
MICHAEL R. MILKEN; 
LOWELL J. MILKEN; 
CARY J. MAULTASCH; 
PAMELA R. MONZERT; 
VICTOR POSNER; 
STEVEN N. POSNER; AND 
PENNSYLVANIA ENGINEERING 

CORPORATION, 

Defendants. 
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88 Civ. 6209 (MP) 

FINAL' JUDGMENT OF 
PERMANENT INJUNCTION 
AND OTHER RELIEF AS 
TO DREXEL BURNHAM 
LAMBERT INCORPORATED 
AND THE DREXEL BURNHAM 
LAMBERT GROUP INC. 

Plaintiff SECURITIES AND EXCHANGE COMMISSION ("COMMISSION") 

havi.ng filed a COMPLAINT FOR INJUNCTIVE AND OTHER EQUITABLE RELIEF 

("COMPLAINT"), and Defendants DREXEL BURNHAM LAMBERT INCORPORATED 

and 'rHE DREXEL BURNHAM LAMBERT GROUP INC. (hereinafter referred to 

as "DREXEL" and "GROUP," respectively) in the attached CONSENT AND 

UNDER.TAKINGS OF DREXEL BURNHAM LAMBERT INCORPORA'I'ED AND THE DREXEL 

BURNHAM LAMBERT GROUP INC. ("CONSENT"), cert.ain provisions of which 

are expressly incorporated herein, having entered a general 

appearance, having a.dmi.tt.ed t.b.e jurisdicti.on of this Court over 

t.hem and over the subject matter o:E thi.s act.ion, having- waived the 

entry of findings of fact and conc1.usions Clf' law pursuant. to Rule 

52 of the Federal Rules of Civil Procedure, and, wi.thout admi.t.ting 



or denying any of the allegations of the COMPLAINT, having 

consented to the entry of this FINAL JUDGMENT OF PERMANENT 

INJUNCTION AND OTHER RELIEF AS TO DREXEL BURNHAM LAMBERT 

INCORPORATED AND THE DREXEL BURNHAM LAMBERT GROUP INC. ("FINAL 

JUDGMENT"), and it further appearing that this Court has 

jurisdiction over the parties and the subject matter hereof, and 

the Court being fully advised in the premises: 

I. 

IT IS HEREBY ORDERED, ADJUDGED AND DECREED that DREXEL and 

GROUP, their officers, agents, servants, employees and attorneys, 

and those persons in active concert or participation with them, and 

each of them, be and they hereby are permanently restrained and 

enjoined from violating or aiding and abetting violations of 

sect.ion 10 (b) of the Securities Exchange Act of 1934 (the "Exchange 

Act") [15 U.S.C. § 78j(b)], and Rule 10b-5 promulgated thereunder 

[17 C.F.R. § 240.10b-5], by, directly or indirectly, using any 

means or inst,rumentality of int,erstate commerce, or of the mails, 

or of any facility of any national securities exchange: 

(A) to employ any device, scheme, or artifice to defraud; 

(B) to make any untrue statement of a material fact or to 

omit to state a material fact necessary in order to make 

the statements made, in Ule light of the circumstances 

under which they we,re made, not mi.sleading; or 



(C) to engage in any act, practice, or course of business 

which operates or would operate as a fraud or deceit upon 

any person, 

in connection with the purchase or sale of any security. 

II. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that DREXEL and 

GROUP, their officers, agents, servants, employees and attorneys, 

and those persons in active concert or participation with them, and 

each of them, be and they hereby are permanently restrained and 

enjoined from violating or aiding and abetting a violation of 

section 14(e) of the Exchange Act [15 U.S.C. § 78n(e)] and Rule 

14e-3 promulgated thereunder [17 C.F.R. § 240.14e-3], in connection 

with any tender offer, or any request or invitation for tenders, 

by: (A) purchasing or selling or causing to be purchased or sold 

the securities sought or to be sought by such tender 

offer or any security convertible into or exchangeable 

for any such security or any option or right to obtain or 

dispose of any of the foregoing securities, while in 

possessi on of mat,erial information relating to said 

tender offer which informat,ion they know or have rea.son 

to know is nonpublic and which information they know or 

have reason t.o k.now has been acquired directly or 

indirect1y from 

(1) a person who has taken a. sUbstantial step or steps 



to commence, or has commenced, such a tender offer 

("an offering person"), 

(2) the issuer of the securities sought or to be sought 

by such tender offer, or 

(3) any officer, director, partner, or employee or any 

other person acting on behalf of an offering person 

or such issuer, 

unless 

(a) within a reasonable time prior to any such 

purchase or sale such information and its 

source are publicly disclosed by press release 

or otherwise; 

(b) DREXEL or GROUP purchases any such security 

while acting in the capacity of a broker or 

agent on behalf of an offering person; or 

(c) DREXEL or GROUP sells any such securi.ty to an 

offering person; 

provided, however, that this provision shall not prohibit 

the purchase or sale (or causing the purchase or sale) of 

any such securities if (i) the individual or individuals 

making the investment decisi.on on behalf of DREXEL or 

GROUP t:o purchase or sell such securit,ies or to cause 

su.ch secu:r'it.i,es to be purchased or sold by or on behalf 

of others did not know the material, nonpublic 

informat,ion, and (ii) DREXEL and GROUP h.ave est.abl ish.ed 

and implemented one 0:( a combination of pol ici.es and 
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procedures, reasonable under the circumstances, taking 

into consideration the nature of DREXEL's and GROUP's 

businesses, to ensure that the individual or individuals 

making investment decisions on behalf of DREXEL and GROUP 

would not violate this paragraph IIA, which policies and 

procedures may include, but are not limited to, (i) those 

which restrict any purchase, sale and causing any 

purchase and sale of any such security or (ii) those 

which prevent such individual or individuals from knowing 

such information; 

(B) communicating material, nonpublic information relating to 

such tender offer, which information DREXEL or GROUP 

knows or has reason to know has been acquired directly or 

indirectly from 

(1) an offering person, 

(2) the issuer of the securities sought or to be sought 

in such a tender offer, or 

(3) any person acting on behalf of an offering person or 

on behalf of such issuer, to any other person under 

circumstances in whi.ch it is reasonably foreseeable 

that such communicati.on is likely to result in the 

purchase or sale of securitjes in a manner which 

would vi.olate paraqraph IIA above of this FINAL 

JUDGMENT t 

prqyideg., l)ow§Y.~.:r., t.hat t.his sllbparaq:raph sha.ll not. apply 

t.o a commun:i.cation ma(:h~ :in good faj.'th t.o 



(a) the officers, directors, partners or employees 

of an offering person, to its advisors or to 

other persons involved in the planning, 

financing, preparation or execution of such 

tender offer; 

(b) the issuer whose securities are sought or to be 

sought by such tender offer, to its officers, 

directors, partners, employees or advisors or 

to other persons, involved in the planning, 

financing, preparation or execution of the 

activities of the issuer with respect to such 

tender offer; or 

(c) a.ny person pursuant to a requirement of any 

statut.e or rule or regulation promulgated 

tl'l.ereunder. 

III. 

IT IS FURTHER ORDE~~D, ADJUDGED AND DECREED that DREXEL and 

GROUP, their officers, agents, servants, employees and attorneys, 

and those persons in active concert or participation with them, and 

each of th.em, be and 't.h.ey hereby are permanently restra.ined and 

enjoined from viola.t .. ing section 1.0 (b) of the Exchange Act [15 

U.S.C. § 78j (b)] a.nd. Ru.le 1.0b-6 p:romulgat.ed t.hereunder [17 C.F.R. § 

240.10b·-6], d:irectly "r, ind.:i.rec:tly, by the use of any means or 

instrumenta.l it.y of inte:cstat.e commerce., of the mails, or of any 
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facility of any national securities exchange, either alone or with 

one or more other persons, by 

(A) bidding for or purchasing for any account in which DREXEL 

or GROUP has a beneficial interest, any security which is 

the subject of a distribution, or any security of the 

same class and series, or any right to purchase any such 

security, or 

(B) attempting to induce any person to purchase any such 

security or right, 

while DREXEL or GROUP is 

(A) an underwriter or prospective underwriter in such 

distribution of securities, or 

(B) an issuer or other person on whose behalf such 

distribution is being made, or 

(C) parti.cipating or has otherwise agreed to participate in 

such di.stribution, or 

(D) directly or indirectly acting in concert with a 

distribution participant in connection with the 

acquisi.tion or distribution of any security which is the 

subject of such distri.bution, or any security of the same 

class and series, or any right to purchase any such 

security, or 

eE) an affiliate of a distribution participant who, directly 

or indirectly, controls the purchases of such securities 

by a distribution participant, whose purchases are 

c.:ont:ro] led by a distribution participant:. , or whose 
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purchases are under common control with those of a 

distribution participant, or 

(F) an affiliate of a distribution participant that is a 

broker or a dealer, unless the business of the broker or 

dealer consists solely of effecting transactions in 

exempted securities, or 

(G) an affiliate of a distribution participant (other than a 

broker or a dealer) that regularly purchases securities, 

through a broker-dealer or otherwise, for its own account 

or for the account of others, or recommends or exercises 

investment discretion with respect to the purchase or 

sale of securities, unless: 

(1) the affiliate is a separate and distinct 

organizational entity front, with no officers (or 

persons performing similar functions) or employees 

(other than clerical, ministerial, or support 

personnel) in common with, the distribution 

participant; 

(2) the affiliate and the distribution participant have 

separate employee compensa·tion arrangements; and 

(3) the affiliate's bids for, purchases of, and 

inducements to purchase t.he securities vlhich are the 

subject of the distribution, any security in the 

same class and series, and any right to purchase any 

such securit.y, are ~ade in the ordinary course of 

i t.s business, 



until after DREXEL or GROUP has completed its participation in such 

distribution, in the absence of an applicable exception or 

exemption under Rule 10b-6 [17 C.F.R. § 240.10b-6]. 

IV. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that DREXEL and 

GROUP, their officers, agents, servants, employees and attorneys, 

and those persons in active concert or participation with them, and 

each of them, be and they hereby are permanently restrained and 

enjoined from, directly or indirectly, violating section 17(a) of 

the Securities Act of 1933 (the "Securities Act") [15 u.s.c. § 

77q(a)] by, in the offer or sale of any securities, using any means 

or instruments of transportation or communication in interstate 

commerce, or using the mails, directly or indirectly to: 

(A) employ any device, scheme, or artifice to defraud; 

(B) obtain money or property by means of any untrue statement 

of a material fact or any omission to state a material 

fact necessary in order to make the statements made, in 

the light of the circumstances under which they \oJere 

made, not misleading; or 

(C) engage in any t,ransactic.m, pract,ice, or course of 

business whi.ch opera.tes or would opera'te as a fraud or 

deceit upon a purchaser. 

9 



v. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that DREXEL and 

GROUP, their officers, agents, servants, employees and attorneys, 

and those persons in active concert or participation with them, and 

each of them, be and they hereby are permanently restrained and 

enjoined from violating section 13(d) of the Exchange Act [15 

U.S.C. § 7Bm(d)] and Rule 13d-1 promulgated thereunder [17 C.F.R. § 

240.13d-1] by failing or aiding and abetting a failure, within ten 

(10) days after acquiring, directly or indirectly, whether singly 

or as part of a partnership, limited partnership, syndicate, or 

other group for the purpose of acquiring, holding, voting or 

disposing of securities, the beneficial ownership of more than five 

(5) percent of 

(A) any equity security of a class which is registered 

pursuant to section 12 of the Exchange Act" or 

(B) any equity security of an i.nsurance company which would 

have been required to be so registered except for the 

exemption contained in section 12(g) (2) (G) of the 

Exchange Act, or 

(C) any equity security issued by a closed'-end investment 

company registered under t.he Investment, Company Act. of 

1940 [15 U.S.C. § BOa-I, et, seg.l, 

t,o :f:ile or cause to be fi.led with t.he COMMISSION, and to send or 

Gause to be sent to 'the issuer' of such equity security and to any 

I"la-tiona.1 securit,ies exchange where such eql:dty security is traded, 
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the statements containing information required by section 13(d) of 

the Exchange Act [15 U.S.C. § 78m(d)] and Rule 13d-l promulgated 

thereunder [17 C.F.R. § 240.13d-1]i and are further permanently 

restrained and enjoined from violating section 13(d) of the 

Exchange Act [15 U.S.C. § 78m(d)] and Rule 13d-2 promulgated 

thereunder [17 C.F.R. § 240.13d-2] by failing or aiding and 

abetting a failure, if any material change occurs in the facts set 

forth in such statements, promptly to file or cause to be filed 

with the COMMISSION and to send or cause to be sent to the issuer 

of such equity security and to any national securities exchange 

where such equity security is traded, the amendments to such 

statements required by section 13(d) of the Exchange Act [15 U.S.C. 

§ 78m(d)] and Rule 13d-2 promulgated thereunder [17 C.F.R. § 

240.13d-2] and Schedule 13D [17 C.F.R. § 240.13d-101]. 

VI. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that DREXEL and 

GROUP, their officers, agents, servants, employees and attorneys, 

and those persons in active concert or participation with them, and 

each of them, be and they hereby are permanently restrained and 

enjoined from, directly or indirectly, violating or aiding and 

abetting a violation of Section 7(c) of the Exchange Act [15 U.S.C. 

§ 78g(c)] and Regu.lation T promulgated the:reunder [12 C.F'.R. § 

?;(. 0 < 1, .et. se..!].] , by extend ing or maintaining eredi t. or arrang ing 

f'c.:n:- t.he extension or maint.enance of credit. ·to en:: for any cust.omer 

or broker-dealer on any security, other than an exeropted security, 

1 .. 1 



in contravention of the rules and regulations prescribed by the 

Board of Governors of the Federal Reserve System, or without 

collateral or on any collateral other than securities except in 

accordance with such rules and regulations as the Board of 

Governors of the Federal Reserve system may prescribe. 

VII. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that DREXEL and 

GROUP, their officers, agents, servants, employees and attorneys, 

and those persons in active concert or participation with them, and 

each of them, be and they hereby are permanently restrained and 

enjoined from, directly or indirectly, violating or aiding and 

abetting a violation of section 17(a) (1) of the Exchange Act [15 

U.S.C. § 78q(a) (1)] and Rules 17a-3 and 17a-4 promulgated 

thereunder [17 C.F.R. §§ 240.17a-3 and 240.17a-4] by failing or 

causing a failure to make and keep for prescribed periods such 

records, to furnish such copies thereof, and to make, disseminate 

and file the reports required by such section and the rules 

thereunder, which se·t forth requirements concerning records and 

reports required to be made and preserved by cert.ain exchange 

members, brokers and dealers. 

VIII. 

IT IS FURTHER ORDEREDw A.DJUDGED AND DECREED th.at DR.F:XEL and 

GHOUP, t.he.ir off:'icers, agent.s. se:c'Vant.s, employees and at.torneys, 

and those persons in active concert or participation wi.th them, and 
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each of them, be and they hereby are permanently restrained and 

enjoined from, directly or indirectly, violating section 7(f) of 

the Exchange Act [15 U.S.C. § 78g(f)], and Regulation X promulgated 

thereunder [12 C.F.R. § 224.1, et seq.], by obtaining, receiving, 

or enjoying the beneficial use of a loan or other extension of 

credit from any lender, without regard to whether the lender's 

office or place of business is in a state or the transaction 

occurred in whole or in part within a state, for the purpose of (A) 

purchasing or carrying United states securities or (B) purchasing 

or carrying within the United states any other securities, if, 

under Section 7 of the Exchange Act [15 U.S.C. § 78g] or the rules 

and regulations promulgated thereunder, the loan or other credit 

transaction is prohi.bi.ted or would be prohibited if it had been 

made or the transact, ion had otherwise occurred in the lender's 

office or other place of business in a state. 

IX. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that DREXEL and 

GROUP, their officers, agents, servants, employees and attorneys, 

and those persons in active concert or participation with them, and 

each of them, be and they hereby are permanently rest.rained and 

enjoined from, directly or indirectly, vi.olating or aiding and 

abetting a violation of section 15(c) (3) of the Exchange Act [15 

U.S.C. § 780(0) (3):l and Rule lSc3-1 promulgated thereunder [17 

C .. F. R. § 240 .1.5c3~·:l .J, by any broker c)r dea,le.r by using th.e mails or 

a.ny means err in.s·t:r:umentali .. ty of in'terst,at.e commerce t,o e:Efect, any 
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transaction in, or to induce or attempt to induce the purchase or 

sale of, any security in contravention of such section and Rule 

15c3-1 thereunder, which sets forth the net capital requirements 

for brokers and dealers. 

X. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that DREXEL and 

GROUP, their officers, agents, servants, employees and attorneys, 

and those persons in active concert or participation with them, and 

each of them, be and they hereby are permanently restrained and 

enjoined from, directly or indirectly, violating Section 14(a) of 

the Exchange Act [15 U.S.C. § 78n(a)], and Rule 14a-9 promulgated 

thereunder [17 C.F.R. § 240.14a-9], by using the mails or any means 

or instrumentality of interstate commerce or any facility of a 

national securities exchange or otherwise, to solicit or to permit 

the use of their names to solicit or cause a solicitation to be 

made by means of any proxy statement, form of proxy, no·tice of 

meeting, or other communication, written or oral, which contains 

any stat,ement, which, a.t t,he time and in the light of the 

circumstances under which it is made, is false or misleading with 

respect to any material fact, or which omits to state any material 

fact necessa.ry in order to make the statements therein not false or 

misleading or necessary to correct any statement in any earlier 

communication with respect to the solicitation of a proxy for the 

same meet.:i.ng oc subj ect roat,te:c whic:h. has become false or 

misleadinq. 
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XI. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that DREXEL and 

GROUP, their officers, agents, servants, employees and attorneys, 

and those persons in active concert or participation with them, and 

each of them, be and they hereby are permanently restrained and 

enjoined from violating or aiding and abetting a violation of 

section 9(a) (2) of the Exchange Act [15 U.S.C. § 78i(a) (2)] by, 

directly or indirectly, using the mails or any means or 

instrumentality of interstate commerce, or of any facility of any 

national securities exchange, or as a member of a national 

securities exchange, effecting, alone or with one or more other 

persons, a series of transactions in any security registered on a 

national securities exchange creating actual or apparent active 

trading in such security, or raising or depressing the price of 

such security, for the purpose of inducing the purchase or sale of 

such securi·ty by ot.hers. 

XII. 

~ETENTION OF PAST RECORDS 

I1.~ IS FURTHER ORDERED, ADJUDGED AND DECREED that, for a period 

of ten years from the effective date of this FINAL JUDGMENT or such 

shorte~ or longer period as the Court may order, DREXEL and GROUP, 

t.he:i.:r off' :i.ce:r.s, direct.ore, agents, af f il ia.t.es, servant.s, employees, 

attorneys and assigns (jf any), and those persons in active concert 

or. pa.rtj cd pa:t .. i on wit.h ·them, and each of th.em, be and t.hey hereby 
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are enjoined from destroying, mutilating, concealing, altering, or 

disposing of any books, records, contracts, receipts, agreements, 

or other documents which relate or pertain to or reflect activities 

engaged in during the period from January 1, 1978 to January 24, 

1989 (the "time period") by, through or in conjunction with 

DREXEL's High yield and Convertible Bond Department ("HYBD"); 

provided, however, that DREXEL and GROUP need not retain duplicate 

identical copies of public documents filed with the COMMISSION. 

The requirements of this paragraph, insofar as they relate to 

computer databases, may be met by DREXEL and GROUP making and 

thereafter preserving a duplicate copy of such databases, as they 

existed on January 24, 1989 or, to the extent that is not feasible, 

a.s they exist on the effective date of this FINAL JUDGMENT, in a 

machine readable form acceptable to the COMMISSION or t.he 

Accountants, as defined in section XX of this FINAL JUDGMENT, as 

the case may be, consistent with the manner in which such 

i.nformation has been maintained in the ordinary course of business 

by DREXEL and GROUP, whi.ch copy or requested port.ions thereof 

sha.ll, upon request, be made available to the COMMISSION or to the 

Accou.ntants, in such form. Insofar only as this Section of this 

FINAL JUDGMENT is concerned, except for documents located in or 

maintained by DREXEL's Los Angeles retail office, documents need 

not. be maintained by the following department,s or ent it,ies: 

Mortgage Backed Securities, Government Securitjes, Municipal 

Finane€!'! Municipal Bonds, Commod.i ties, a.nd :Ret,a jJ, • 
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XIII. 

PAYMENT OF CIVIL PENALTIES UNDER THE 
INSIDER TRADING SANCTIONS ACT OF 1984 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that, as set forth 

in paragraphs 2 and 3 of the Letter Agreement dated January 24, 

1989, between DREXEL and GROUP and the United States Attorney for 

the Southern District of New York ("Letter Agreement"), a copy of 

which is attached hereto as Exhibit A (which Letter Agreement, 

except to the extent provisions thereof are expressly referred to 

herein and in the CONSENT, shall not be deemed to be part of this 

FINAL JUDGMENT), on the date that DREXEL's and GROUP's pleas of 

guilty are accepted, they shall transfer to the Treasury of the 

United States the sum of $15,150,010, representing treble the 

amount of profits alleged to have been obtained by DREXEL from 

insider trading in the COMPLAINT, plus interest as set forth in 

paragraph 3 of the Letter Agreement" as a civil penalty under the 

Insider Trading Sanctions Act of 1984 [Section 21A of the 

Securities Exchange Act of 1934, as amended, 15 U.S.C. § 78u-l] 

("ITSA"). Said monies shall be paid exclusively from the 

$300,000,000, plus interest, to be paid by DREXEL and GROUP in 

criminal and civil penalties as set forth in the Letter Agreement, 

a.nd upon 't.he payment of said cr.iminal and ci.vil penalt,ies, DREXEL 

a,nd GROUP shall have no further l.ia.bil i t.y for ITSA penal ti.es by 

reason of securities trading or transactions engaged in during the 

time period by, through or in conjunction with the RYBD. 
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XIV. 

THE CIVIL DISGORGEMENT FUND 

A. PAYMENT BY DREXEL 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that DREXEL and 

GROUP shall pay the sum of $350,000,000 plus accrued interest as 

set forth below in cash to the Escrow Agent appointed by the Court 

pursuant to paragraph E.1 below. (The $350,000,000 plus accrued 

interest required to be paid pursuant to this paragraph A, together 

with income generated through the investment of such monies, is 

hereinafter referred to as the "Fund"). Such monies shall be paid 

to the Escrow Agent in accordance with the following schedule: (1) 

$200,000,000 shall be paid on the same date the ITSA penalties are 

required to be paid under Section XIII of this FINAL JUDGMENT (the 

"payment date"); (2) $50,000,000 shall be paid on or before the 

first anniversary of the payment date, unless the Fund requires 

additional monies before that time; and (3) $100,000,000 shall be 

paid on or before the third anniversary of the payment date, unless 

the Fund requires additional monies before that time. DREXEL and 

GROUP shall pay in cash to the Escrow Agent interest on the 

$200,000,000 due under clause (1) of this paragraph A at the rate 

of 8.55 percent per annum from the da'te DREXEL and GHOUP execute 

the CONSENT to the date that said $200,000,000 is paid, which 

interest shall be pa,id on the dat,e the $200, 000,000 is paid. 
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B. USES OF THE FUND 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that the Fund 

is to be utilized for payment as follows: 

1. first, to pay fees and expenses of the Escrow Agent 

appointed pursuant to paragraph E.1 below incurred in 

connection with and incidental to the performance of the 

Escrow Agent's duties hereunder and under the Escrow 

Agreement; to pay fees and expenses of the Special Claims 

Master appointed pursuant to paragraph E.2 below incurred 

in connection with and incidental to the performance of 

the Special Claims Master's duties hereunder; and to pay 

any tax liability of the Fund as a separate tax paying 

entity resulting from income generated through the 

investment of monies in the Fund (DREXEL and GROUP shall 

make, and the Escrow Agent shall join in, a written 

request to the Internal Revenue Service for a ruling or 

closing agreement determining whe·ther t.ax li.ability 

resulting from income generated through the investment of 

monies in the Fund is owed by DREXEL or GROUP or the 

Fund. until such a final determination has been made by 

the Internal Revenue Service., DREXEL and GROUP sh.all be 

responsible for paying' the taxes em t.he income generated 

through the investment of mon.ies in t.he Fuud and for 

report"ing' such income and t:a.xes i.n reports or filings 

with appropriate tax: authcn:: j ·t.ies. 'l'h.e Escrow Agent:., upon 

request, shall provide DREXEL and GROUP with such 
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information on the income generated through the 

investment of monies in the Fund as is necessary to 

prepare such reports or filings and to pay the tax. 

Following the receipt of the determination, taxes will be 

paid and all necessary reports or filings will be made in 

accordance with the determination. In the event the 

determination provides for the payment of taxes by the 

Fund, (1) the Fund shall pay such taxes as are required 

(including taxes for prior periods) from the Fund without 

further Court order; and (2) any penalties for late 

filing or deposit of taxes will be borne by the Fund.); 

2. second, pursuant to the plan or plans of distribution to 

be submitted by the COMMISSION and approved by the Court 

described in paragraph F below and pursuant to paragraph 

G below, to claimants who the Court finds have valid 

claims, as defined in paragraph C below, against DREXEL 

or GROUP, arising under the federal securities laws by 

reason of securi t.:i.es trading or 't.ransacti.ons engaged in 

during the period from J'anuary 1, 1978 to January 24, 

1989 (the "time period") by, through or in conjunction 

with the HYBD (which trading and transactions include, 

without. limitation, the securities trading and 

transac'tions alleged. in th.e COMPLA,INT) ; 

3. 'thirq" ,i.t", after 'the fourth, anniversary of the, payment 

date, any portion of the.Fund remains (other than as a 

reserve for any 't.axes i.:mposed on the Fund as a separa.'te 
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tax paying entity and for fees and expenses of the Escrow 

Agent and the special Claims Master) and if DREXEL or 

GROUP has made, after the effective date of this FINAL 

JUDGMENT, a payment in good faith to a person or persons 

as compensatory damages pursuant to either a bona fide 

settlement or bona fide final judgment to resolve a valid 

claim, as defined in paragraph C below, DREXEL or GROUP, 

solely for the purposes of receiving reimbursement from 

the Fund, shall be deemed to be subrogated to the rights 

of the person or persons who received such payment from 

DREXEL or GROUP and shall be entitled as a subrogee to 

seek reimbursement from the Court from the monies 

remaining in the Fund, but in no event shall the amount 

of such reimbursement exceed the amount of the payment 

made to such person or persons by DREXEL and GROUP; 

4. fourth, if, after the completion of or the set.ting aside 

of monies for all payments pursuant to the final plan of 

distribution, irrespective of when that occurs, any 

portion of the Fund remains (other t.han as a reserve for 

a.ny taxes .imposed on the Fund. as a separate tax paying 

entity and for fees and expenses of the Escrow Agent and 

the Specia.l Claims Master) a.nd. if DREXEL or GROUP ha.s 

made, after the effective dat.e of t.llJ s FINAL .:rUDGMENT, a 

payment in qood tait.h t.o a person or persons as 

compensat.ory damages pursu.a.nt. t.() ei t:.her a £OJ·\.9 .. f ide 

set·tlement or p-Qns. ii.g.~ final judgment. t.o resolve a valid 
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claim, as defined in paragraph C below, and DREXEL or 

GROUP has not already received reimbursement under 

subparagraph 3 above for the full amount of the 

settlement or final judgment, DREXEL or GROUP, solely for 

the purposes of receiving reimbursement from the Fund, 

shall be entitled as a subrogee to be reimbursed from the 

monies remaining in the Fund for the full amount of the 

settlement or the final judgment, but in no event shall 

the amount of such reimbursement exceed the amount of the 

payment made to such person or persons by DREXEL and 

GROUP~ and 

5. fifth, if any portion of the Fund remains after 

completion of payments pursuant to subparagraphs 1, 2, 3 

and 4 above, the Fund shall be closed out by paying the 

balance to the Treasury of the united States. 

C. VALID CLAIMS 

For purposes of this FINAL JUDGMENT, a "valid claim" is each 

of the following: (i) any claim for compensatory damages arising 

under the federal securities laws that DREXEL or GROUP is required 

to pay i.n good faith as a resul't of any bona fide final judgment 

against either of them arising out of securities trading or 

transactions engaged in by, through or in conjunction with the HYBD 

during 'the time period~ (ii) amounts tha.t DREXEL, or GROUP agrees in 

good faith t,o pay in bona, fide settlement of any claim for 

compensatory damages arising under ,the federal securities laws 

arising out of securities trading or transactions engaged in by, 
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through or in conjunction with the HYBD during the time period; and 

(iii) such other claims for compensatory damages under the federal 

securities laws against DREXEL or GROUP, arising out of unlawful 

conduct by either of them in connection with securities trading or 

transactions engaged in by, through or in conjunction with the HYBD 

during the time period, as are identified by the COMMISSION in its 

plan or plans of distribution described in paragraph F below. The 

order in which various classes of claims are described 'above shall 

not be construed as according or denying priority to any class of 

valid claim. 

D. RESTRICTION ON PAYMENT 

Except as provided in paragraphs B.3 and B.4 above, or unless 

this FINAL JUDGMENT is vacated in accordance with paragraph 18, 19, 

23 or 24 of the CONSENT, no portion of the Fund shall be paid or 

ret.urned, through subrogation or otherwise, either directly or 

indirectly, to DREXEL or GROUP or any successor of either of them 

or to any present or former shareholder, officer, employee, agent 

or assign of DREXEL or GROUP, i.n his or her capacity as sllch, for a 

claim by or on behalf of any such person. 

E. APPOINTMENT OF ESCROW AGENT foND SPECIAL CLAIMS MASTER 

1. Morgan Guaranty Trust Company of New York is hereby 

appoint.ed Escrow Agent and, prior t.O the payment date, will enter 

int.C.> a.n Escrow Agreement. wi t.h ·the COMMISSION that i.s consist~ent 

wtt.b the ·terms of th:is F'INA:r .. JUDGMENT and t.ha·t has been approved by 

DH.EXEI, and G:E~.OUP, wh()se app:t"oval shall no·t be unreasonably 

wi thhel.d. The E;scrow' Agreement shall govern the conservati.on, 



investment and disbursement of monies in the Fund. The Escrow 

Agreement shall be submitted to this Court for approval and shall 

be set forth in a supplemental order in this matter. 

2. After consultation with DREXEL and GROUP, the CO~1ISSION 

shall recommend to the Court and the Court shall appoint a Special 

Claims Master to assist the COMMISSION in the formulation and 

implementation of the plan or plans of distribution described in 

paragraph F below, and to assist the Court in its evaluation of the 

validity of claims for payment from the Fund in accordance with 

this Section XIV. 

3. At the request of the COMMISSION, the Escrow Agent or 

special Claims Master may at any time be removed by the Court and, 

after consultation with DREXEL and GROUP, replaced with a successor 

recommended to the Court by the COMMISSION and approved by the 

Court. In the event the Escrow Agent or Special Claims Master 

decides to resign, it or he shall first give 60 days written notice 

to the COMMISSION, DREXEL and GROUP, and the Court of its or his 

intention, and such resignation shall not become effective until 

the Escrow Agent or the Special Claims Master has submit'ted its or 

his resignation in writing to the COMMISSION, DREXEL and GROUP, and 

the Court, and the Court has appointed a successor who has accepted 

such an appo.int.ment. in wri t.ing. 

I". PLAN OR PLANS C>.f DIS'rRIBU'l'ION OF THE CIV_IL. DISGORGEMENT 
ji'UNQ 

rr 1:S l!"URTHER ORDERED, ADJUDGED AND DECREED that, wi.thin t.wo 

years (:If' 'the effect:,i,ve da.t.E~ of' this FINAL .JUDGMENT, which per.ic..")d 

ma.y be ext.ended t,o three years wi,th the Cou:rt: IS app:t::ovaJ, 'the 
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COMMISSION shall file with the Court and serve upon counsel for 

DREXEL and GROUP a proposed initial plan for the distribution of 

all or a portion of the monies in the Fund, consistent with the 

terms of this FINAL JUDGMENT. Said proposed initial plan and any 

subsequent proposed plan or plans of distribution shall be provided 

to DREXEL and GROUP at least 30 days prior to its submission to the 

Court. DREXEL and GROUP and their attorneys, accountants, 

representatives and agents shall not disclose the contents of any 

such plan to any other person unless and until said plan is filed 

with the Court. The Special Claims Master will assist the 

COMMISSION in the formulation of each plan of distribution and will 

assist the Court in its determination of whether particular claims 

are eligible for payment from the Fund pursuant to such plan. 

Within such time after the submission by the COMMISSION of a 

proposed plan to the Court as the Court shall determine, the Court 

shall convene a hearing upon said plan and determine the 

appropri.ate disposit,ion of that portion of t,he Fund encompassed 

wi.thin sa.id plan. DREXEL a.nd GROUP shall have t,he right to be 

heard with respect to the Court's considera·ticm of any proposed 

plan of distribution. 

G. APPLICATION FOR PAYMENT OF BONA FIDE JUDGMENTS AND 
SE~TLEMENTS 

Commencing one year after the ef:fective dat.e of this FINAL 

aUDGMENT, DREXEL or GROUP, upon 30-days wri'tten not, ice to the 

COMMISSION and 'the Special Clai.ms Ma.ster, may make applica.t:ion to 

t:tle Court, for the payment t,o claimant.s of va1.id, claims as defined 

i.n clauses (.i.) and (:i i) of para.gra.ph C a.bove. 'I'he Court, shall 



order the Escrow Agent to pay all or part of such claims provided 

that DREXEL and GROUP can demonstrate that the payment of the claim 

or claims at that time is reasonable under the circumstances in 

light of the amount of money in the Fund, the magnitude of pending 

and anticipated valid claims to the Fund, the nature of the claims 

underlying the settlement or judgment and any other facts or 

circumstances which the parties or other persons asserting claims 

believe are relevant. The COMMISSION shall have a right to be 

heard with respect to any such application. If the Court should 

determine that, although the claims are valid, it would be 

inappropriate to make full payment thereof from the Fund at that 

time, the Court may order that partial payment be made in an amount 

it deems appropriate. 

H. STAY OF PROCEEDINGS AGAINST THE CIVIL DISGORGEMENT FUND 

For the purposes of implementing and effectuat,ing this FINAL 

JUDGMENT, and upon a finding hereby made that a stay of any 

proceedings against the Escrow Agent and the Fund during the 

pendency of the escrow is necessary to effectuate this FINAL 

JUDGMENT, all creditors or cla.imants of DR,EXEL and GROUP, and other 

persons and others acting on behalf of such creditors or claimants 

or other persons, including sheriffs, marshals, other officers, 

deput,ies, servants, agents, employees and a.t,t,orneys, be and the 

same hereby are restra,ined and enj oined during the pendency of the 

existence of the Fund from: 

1 • commencing, prosecut inq, ,cont,inuing 0:( enforcing- any suit 

or p:roceeding- aga:i nst t.he Escrnw Agent. or the Fund; 
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2. using self-help or executing or issuing or causing the 

execution or issuance of any court attachment, subpoena, 

replevin, execution or other process for the purpose of 

impounding or taking possession of or interfering with or 

creating or enforcing a lien upon any property owned by 

or in the possession of or to be transferred to the Fund, 

or the Escrow Agent pursuant to this FINAL JUDGMENT, 

wheresoever situated; and 

3. doing any act or thing whatsoever to interfere with the 

taking control, possession or management by the Escrow 

Agent appointed herein of the property and assets owned, 

controlled or in the possession of DREXEL or GROUP that 

are or may be transferred to the Fund, or in any way to 

interfere with or harass said Escrow Agent, or to 

interfere in any manner with the exclusive jurisdict.ion 

of this Court over the Fund. 

I. DUTIES OF DREXEL AND GROUP TO THE ESCROW AGENT AND 

SPECIAL CLAIMS MASTER 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that DREXEL 

and GROUP shall: 

1. take such actions, provide such nonpri.vileged information 

and documents and execute and deliver such documents as 

the Escrow Agent and Special Claims Master request, at 

any t .. ime and from t. .i.me to ·t.i.me, t.t) enabl.e t.he Escrow 

A.gent and Spe.cia.l Claims. Mast.er to perform t.he.i.r 
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respective duties under this FINAL JUDGMENT and the 

Escrow Agreement; 

2. indemnify and hold harmless the Escrow Agent and the 

special Claims Master from and against any liabilities, 

including costs and expenses of defending claims, for 

which either of them may become liable or incur by reason 

of any act or omission to act in the course of performing 

their respective duties, except upon a finding by this 

Court of gross negligence or willful failure of the 

Escrow Agent or Special Claims Master to comply with the 

terms of this FINAL JUDGMENT, the Escrow Agreement or any 

other order of this Court. As applied to the Escrow 

Agent, this provision for indemnity shall apply to claims 

based on conduct during the term of the Escrow Agreement, 

even if such claims are filed after t,he termination of 

the Escrow Agreement. similarly, as applied to the 

Special Claims Master, this provision shall apply to 

claims based on conduct during the tex:m of any agreement 

that may be entered into with him, even if such claims 

are filed after the terminati.on of a.ny such agreement. 



XV. 

PERSONNEL AND STRUCTURAL CHANGES 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that DREXEL and 

GROUP shall make the following changes: 

A. PERSONNEL CHANGES 

1. within 90 days after the effective date of this 

FINAL JUDGMENT and for a three-year period after 

each appointment is first made, DREXEL shall employ 

individuals, acceptable to the COMMISSION, in the 

positions of: (i) general counsel and (ii) director 

of compliance, who shall report at least every 60 

days to the Oversight Committee. The general 

counsel and the director of compliance shall each 

have the authority to cancel or revoke securities 

transactions executed or effected by other DREXEL or 

GROUP personnel. 

2. within 90 days after the effective date of this 

FINAL JUDGMENT and for a three-year period after the 

appointment is first ma.de, D:REXEL shall create and 

fill wi t.ll an individual accepta.ble to the COMMISSION 

a new position for a senior trading official, whose 

compensat.,ion shall be determ.ined by the Compensa'tion 

Commit:tee of DREXEL; provided, however, that no 

member of t.he Compensat.ion committ.ee who has any 

direct responsibility for, trading shall be e.n·ti t.led 
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to vote in or make such determination. In addition 

to trading responsibilities, the person who fills 

this position shall be responsible for reviewing 

trading to assist the Legal and Compliance 

Department in determining whether DREXEL's trading 

activities are in compliance with the federal 

securities laws. 

3. within 90 days after the effective date of this 

FINAL JUDGMENT and for a three-year period after the 

third such appointment is made, DREXEL shall have at 

least three compliance officers in the offices of 

the High yield Bond Department, all of whom shall 

report to DREXEL's director of compliance, and whose 

compensation shall be determined by the Legal and 

Compliance Department. At least two of such 

compliance officers, including the senior such 

compliance officer, shall not previously have been 

employed by or had offices located at the HYBD. 

These compliance officers, together with the senior 

trading official referred to in subparagraph 2 

above, shall be responsible for reviewing trading by 

the High Yield Bond Depart.ment and shall assist the 

Legal and Compliance Depart.ment i.n det~ermining 

whether DREXEL's activities in the High Yield Bond 

Department a:r.e in cqmpli.a.nce wit.h ·the federal 

securities laws and shall,have the authority to 
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cancel or revoke securities transactions executed or 

effected by High yield Bond Department personnel. 

4. Within 90 days after the effective date of this 

FINAL JUDGMENT and for a three-year period 

thereafter, DREXEL and GROUP shall have a member of 

the Executive committee of DREXEL, acceptable to the 

COMMISSION, reside in the Los Angeles, California 

area and supervise the operations of the High Yield 

Bond Department, Capital Markets Services 

Department and Corporate Finance Department in the 

Beverly Hills, California office. 

B. RELOCATION AND RESTRUCTURING OF HYBD EQUITY AND 
CONVERTIBLE TRADING OPERATIONS 

Within 90 days after the effective date of this FINAL 

JUDGMENT, DREXEL shall transfer to its offices in New York, New 

York, and shall thereafter conduct therein, the equity (other than 

non-convertible preferred. stocks) and the convertible debt and 

convertible preferred (other than "busted converts" as such term is 

defined in paragraph 32(a) of the CONSENT) trading operations of 

its HYBD presently conducted in Beverly Hills, California, and for 

three years after such t.ransfer is complet.e, shall conduct its 

principal equity and pri.ncipal convertible trading operat.ions in 

New York, New York, and shal1 not conduc.t any such ·trading 

opera·tions in the Los Angeles, Cal.i.:fornia area. 1"0:1:- the three-year 

period after sai.d transfe:r is complete, t.he t.ransfer:r.ed trading 

operations shall not be conducted ~8 pa~t of, or be supervised by 
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personnel employed in, or assigned to, the High yield Bond 

Department. 

C. MONITORING OF HYBD, CAPITAL MARKETS AND CORPORATE FINANCE 
OPERATIONS 

For the three-year period commencing on the effective date of 

this FINAL JUDGMENT: 

1. DREXEL and GROUP, upon request by the COMMISSION or the 

Accountants (as defined in section XX of this FINAL JUDGMENT), 

shall furnish promptly to the COMMISSION or to the Accountants, as 

the case may be, all nonprivileged documents in the possession, 

custody or control of DREXEL or GROUP including, without 

limitation, daily trade runs, which relate or pertain to or reflect 

activities engaged in since January 24, 1989 by, through or in 

conjunction with the HYBD ("Post-January 24, 1989 Activities"). 

This information shall be provided in machine readable or other 

form acceptable to the COMMISSION and the Accountants, consistent 

with the manner in which such information is now maintained in the 

ordinary course of busi.ness by DREXEL and GROUP or, if changed, in 

such other manner as is acceptable t,o t.he COMMISSION and to the 

Accountants. 

2. DREXEL and GROUP shall maintain in a readily accessible 

place and form and, upon request, promptly make available to the 

COMMISSION and the Accountants (a) a..ll documents reflecting Post-

J'anuary 24, 1989 Activities that are required to be maintained 

pursuant to Section 11 of the Exchange Act; (b) all logs or other 

documents reflecting monitor, restricted, or similar lists of 

securi t,ies used t,o effect compliance wi t:h the :fe.deral securities 
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laws: and (c) with respect to Post-January 24, 1989 Activities, all 

lists and other compilations reflecting indications of interest, 

proposed allocations and final allocations of securities prepared 

by DREXEL or GROUP in connection with public offerings led or co

managed by DREXEL or GROUP and private placements in which DREXEL 

or GROUP acted as placement agent for at least 50 percent of the 

amount of any such placement. 

3. DREXEL and GROUP, upon request of the COMMISSION or the 

Accountants, shall furnish promptly to the COMMISSION or the 

Accountants a summary chronology which describes significant events 

and identifies the participants therein concerning Post-January 24, 

1989 Activities which relate or pertain to (a) proposed or actual 

extraordinary corporate transactions which involve at least one 

company which has outstanding publicly traded securities 

(including, without limitation, mergers and acquisitions, tender 

offers, proxy contests, reorganizations, leveraged buyout.s, 

recapitalizations and exchange offers), and (b) public offerings 

and redempti.ons and calls of publicly traded securities. 

This paragraph C shall not be construed to limit the 

COMMISSION's or the Accountants' ability to obtain information from 

DREXEL, GROUP or any other person pursuant to other provisions of 

law or this FINAL JUDGMENT. For purposes of this paragraph C and 

for the purpose of defining "Post-January 24, 1989 Activities," the 

term "HYBD" shall .i nclude the functi.ons and opera'tions of the HYBD 

as they existed prior to the effective date of this FINAL JUDGMENT 

jncluding, without limitation, those of the Capital Markets 



services Department and those required to be transferred to New 

York, New York pursuant to paragraph B above. 

XVI. 

LIMITATIONS ON TRADING AND INVESTMENTS 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that DREXEL and 

GROUP shall comply with the following provisions for a three-year 

period commencing on the effective date of this FINAL JUDGMENT: 

A. DREXEL and GROUP shall adopt, maintain and enforce 

written policies which prohibit the members of DREXEL's 

Executive, Underwriting Assistance and Commitment 

Committees and the officers and employees of DREXEL's 

Capital Markets Services Department, Corporate Finance 

Department, High Yield Bond Department, Research 

Department, Equity Trading Department, Legal and 

Compl iance Department" or any successor or other 

committee" department or group performing the, same or 

comparable services (each such member, officer and 

employee being herein referred to as an "Employee") from 

directly or indirect,ly acquiring for an account other 

than a f'irm proprietary account in any acquisi t,ion 

t,ransact ion i.n which such. Employee has invest.ment 

discretion, whether through partnershi.ps, closely held 

c('lrporat.i.cms or ot,herwise, any below investment grade 

fixed income securjty, as defined below, (i) which has 

been uJ'lderwrit.ten in a pub1.ic .offering managed or co-
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managed by DREXEL or GROUP or any of their affiliates or 

in any other public offering in which as an underwriter 

or selling group member DREXEL or GROUP or their 

affiliates sold in the aggregate in excess of 20 percent 

of the principal amount or number of shares of such 

security offered or (ii) which has been issued in a 

private placement in which DREXEL or GROUP or any of 

their affiliates acted as a placement agent, for six 

months (the "waiting period") following the commencement 

of the public offering or the closing of the private 

placement, as the case may be, and if an Employee 

purchases such security during the six-month period 

subsequent to the end of the waiting period, the Employee 

shall be prohibited from selling the security for a 

period of six months following the date of purchase, 

unless the sale is precleared in writing by the Legal and 

Compliance Department or is pursuant to a merger, tender 

offer, exchange offer or similar transaction. Any such 

preclearance will be a discretionary judgment based upon 

the facts, but will require some showing of personal 

hardship. The wri t,ten policies adop·t:ed pursuant. t.O this 

paragraph A shall not prohibit (i) the acquisition by an 

Employee of securities of DR.EXE:L and. GROUP or any Clf' 

t:heir subsidi.aries or (Li) any a.(;~qu.i.s.i.t.ion of a securi .. ty 

pe:nn:it:ted by paraqra.ph S, below. For the pu:r:poses of this 

pa.ragraph A, t,he t,er-m"below' i-nvest.ment grade fixed 



income security" shall mean any fixed income security 

(including, without limitation, pay-in-kind and zero 

coupon securities) that has not been rated or has 

received a rating below one of the rating categories 

signifying investment grade by a nationally recognized 

statistical rating organization (as that term is used in 

Rule 15c3-1(c) (2) (vi) (F) under the Exchange Act). 

B. DREXEL and GROUP shall adopt, maintain and enforce written 

policies which prohibit Employees from acquiring directly or 

indirectly for any account other than a firm proprietary 

account in any acquisition transaction in which such Employee 

has investment discretion, whether through partnerships, 

closely held corporations or otherwise, for six months (the 

"waiting period") following t,he commencement of a public 

offering in which DR,EXEL or GROUP or any of t,heir affiliates 

acts as managing underwriter or co-managing undenvriter or any 

other public offering in which as an underwriter or selling 

group member DREXEL or GROUP o:r their aff:i.1 iates sold in the 

aggregate in excess of 20 percent of the principal amount or 

number of shares of such security offered or the closing of a 

private placement in which DREXEL or GROUP or any of their 

affiliates acts as a placement agent or t~he consummation of 

any other transaction in wh.i.ch DREXEL or GHOUP or any of th.eir 

affiliates act,s as a financial a.dvisor, any equl.'t.y security 

(or any other secu.rity whi.ch bas a part..i,c::i,pa'U,on i.n the 

earnings and profits of the issuer or any right to acquire 
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such an equity security or participating security) issued in 

connection with such public offering, private placement or 

other transaction, or options or warrants therefor. If an 

Employee purchases such security during the six-month period 

subsequent to the end of the waiting period, the Employee 

shall be prohibited from selling the security for a period of 

six months following the date of purchase, unless the sale is 

precleared in writing by the Legal and Compliance Department 

or is pursuant to a merger, tender offer, exchange offer or 

similar transaction. Any such preclearance will be a 

discretionary judgment based upon the facts, but will require 

some showing of personal hardship. Provided, however, that 

neither the foregoing nor paragraph A above shall prohibit the 

acquisition in connection with such public offering, private 

placemen·t or other t.ransaction of any such security, or of any 

nonequity security aC~lired in connection with the 

acquisition of any such security, by DREXEL or GROUP, whether 

directly or through a partnership or other entity, for the 

benefit. of Employees and/or by a partnership or other entity 

comprised of up to 15 Employees and other natural persons who 

are either consultants to or agents of DREXEL or GROUP or any 

of their affiliates and who agree in writing to be subject to 

the same rest.rictions on trad.ing and invest.ing as are 

Employees (a.n "Employee Partnership") if t.he following 

conditions are met: 
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1. any partnership or other entity so utilized 

(including any Employee Partnership) shall be 

directly supervised by a member or members of the 

Executive Committee of DREXEL, and either its 

Director of Compliance or General Counsel, in order 

to ensure that the activities of such partnership or 

other entity (including any Employee Partnership) in 

connection with such investment comply with 

applicable securities laws and internal DREXEL 

compliance policies and procedures; 

2. no Employee or other natural person directly 

involved in the transaction pursuant to which the 

security was issued shall have any decision-making 

authority with respect to the acquisition or 

disposition of such security; 

3. no Employee or other natural person may acquire 

directly or indirectly more than 10 percent of the 

aggregate ownership interest in any single 

investment acquired by DREXEL and GROUP and their 

affiliates and employees and Employee Part,ner-ships; 

and 

4. all acquisition and disposi.tion decisions wit,h 

respect t.o any such investment. must~ be approved, in 

ad.vance a,nd in writ inq, by DREXEL's Legal a.nd 

Compliance Departnlent., as t~o ·t.heir cornpl :i.ance wi tIl, 
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applicable securities laws and internal DREXEL 

compliance policies and procedures. 

In addition, neither this paragraph B nor paragraph A above 

shall prohibit (i) any specific acquisition, category of 

acquisitions or investment the COMMISSION's Division of Enforcement 

agrees in writing with DREXEL or GROUP need not be prohibited or 

(ii) the acquisition of securities purchased in a private placement 

by DBL Americas Development Association L.P. or First Britannia 

Mezzanine N.V., which securities are issued by a foreign entity or 

a U.S. subsidiary of a foreign entity, which foreign entity 

conducts substantially all of its consolidated operations and 

investments (other than in cash and cash equivalents) outside the 

united states. 

XVII. 

REPORTING OF OWNERSHIP OF SECURITIES 
OF FINANCING OR INVESTING BUSINESSES 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that DREXEL and 

GROUP shall, commencing 90 days from the effective date of this 

FINAL JUDGMENT and for a three-year period following the 

commencement., comply wi.t:h t.he following provisi.cms: 

A. Notwit.hstanding the provisions of H.ule. 13d-l (b) under the 

Exchange Act, DREXEL and GR.OUP sha.ll dj.sc:.:lose no .less frequently 

than monthly on a Schedule 1.:3D and in conformi.ty with the. 

prt)visions of Se.ct.ion 13 (d) of the Exchange. Act:. a.od :Regula.ti.on 13D 

t.hereunder, investment.s in "equity secu:c:lt:.ies ll (a.s defined in Rule 

13d.-l (d) under t.b.e Exchange Act.) of allY compa.ny which, directJ y or 
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through majority owned subsidiaries, is engaged in the financing or 

investing business, as defined in paragraph D below, if, after 

giving effect to the aggregate "beneficial ownership" (as defined 

in Rule 13d-3 under the Exchange Act) of DREXEL, GROUP, their 

affiliates and Employees, such aggregate "beneficial ownership" 

exceeds five percent of such class of "equity security" 

irrespective of whether DREXEL, GROUP, their affiliates and 

Employees are a "group" (as defined in section 13(d) (3) of the 

Exchange Act). If the "equity securities" are "beneficially owned" 

by a partnership (whether an Employee Partnership or otherwise) 

which is managed by or has as an advisor with respect to its 

investments DREXEL or GROUP, or an affiliate, officer, employee or 

agent of DREXEL or GROUP, or has as a general partner DREXEL or 

GROUP, or an affiliate, officer, employee or agent of DREXEL or 

GROUP, then, in addition to the information required by General 

Instruction C of Schedule 13D, the Statement on Schedule 13D shall 

identify each limited partner of such partnership who is an 

officer, employee or agent of DREXEL or GROUP and shall also 

include the information required by Item 2 f'or each such limited 

partner whose pro rat.a share of the underlying investment exceeds 

t.en percent of th.e "equi.ty securi ti.es" "beneficially owned," in the 

aggrega·te., by DR.EXEI, , GROUP, t.he.i.:r affiliates and Employees. 

B. At least qu.a.rterly, DREXEL and GR.OUP sha.ll disclose on its 

S·taternen·t on Form BD, and in t.he manner prescribed by section 13 (d) 

of the Exchange Act r Regula~ion lAD thereunder and Schedule 130, 

i.nvest.ments in any cla.ss of vot.ing- secuT.'-ities of any company which 
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has total assets in excess of $25,000,000 or, in the case of an 

investment adviser as that term is defined in section 202(a) (11) of 

the Investment Advisers Act of 1940, has assets under management in 

excess of $25,000,000 (other than one which is governed by 

paragraph A above) which, directly or through majority owned 

subsidiaries, is engaged in the financing or investing business if, 

after giving effect to the aggregate "beneficial ownership" of 

DREXEL, GROUP, their affiliates and Employees, such aggregate 

"beneficial ownership" exceeds five percent of such class of voting 

security irrespective of whether DREXEL, GROUP, their affiliates 

and Employees could be characterized as a "group" (as defined in 

section 13(d) (3) of the Exchange Act). If the voting securities 

are "beneficially owned" by a partnership (whether an Employee 

Partnership or otherwise) which is managed by or has as an advisor 

w.:l'th respect to its investments DREXEL or GROUP, or an affiliate, 

officer, employee or agent of DREXEL or GROUP, or has as a general 

partner DREXEL or GROUP, or an affiliate, officer, employee or 

agent of DREXEL or GROUP, then the statement on Form BD shall 

j dentify each. limi.t.ed partner of such partnership who is an 

of:ficer, employee or agent of DREXEL or GROUP and shall also 

include t.he i.nformat.ion sta.ted in Item. 2 of Schedule 13D for each 

sllch li.mited partner whose pro rata share of the underlying 

inves't:rnent. exceeds ten percent of the voti.ng securi t.i.es 

IIbe:neficially owned," in th,e aggrega'te, by DREXEL, GROUP, their 

affiliates and Employees. 
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C. In disclosing "beneficial ownership" under paragraphs A 

and B above, DREXEL and GROUP may, but are not required to, include 

securities "beneficially owned" by employees other than Employees. 

D. For purposes of this section XVII, "financing or 

investing business" shall mean any of the following entities (or 

any holding company owning or controlling any such entity): Any 

insurance company, as that term is defined by Section 2(13) of the 

Securities Act; any bank, as that term is defined in Section 

3(a) (6) of the Exchange Act, savings and loan association, building 

and loan association, cooperative bank, homestead association or 

similar institution which is supervised and examined by state or 

Federal authority having supervision over any such institution; any 

broker or dealer registered with the COMMISSION or any self

regulatory organization pursuant to Section 15 of the Exchange Act; 

or any investment adviser as that term is defined in Section 

202(a) (11) of the Investment Advisers Act of 1940. For purposes of 

paragraphs A and B above, an entity shall also be deemed to be 

engaged in the business of financing or investing if it is an 

investment company required to be registered under the Investment 

Company Act of 1940 (it being understood that a company entitled to 

rely on the provisions of Rule 3a-2 under the Investment Company 

Act of 1940 is not required to be so registered) or which would be 

:required to be registered under such. Act but for the exception se·t 

forth in section 3(C) (l) of such Act, or if financial statements 

for its mast recent fiscal year (if such financial statements are 

ava lIable t.o DREXEL or GROUP) or i·ts Rep.crt on Form 10-K for its 
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most recent fiscal year show that 20 percent or more of its assets 

as of the end of such fiscal year consisted of "investment 

securities" as that term is defined in section 3(a) (3) of the 

Investment Company Act of 1940 or that 20 percent or more of its 

gross revenues for such fiscal year were derived from investments 

in "investment securities." For the purposes of this Section XVII, 

none of the following shall be deemed to be a "financing or 

investing business": (a) an entity (other than an entity referred 

to in the first sentence of paragraph D above) which owns 

"investment securities" of a single issuer which issuer is not a 

financing or investing business, (b) a partnership more than 75 

percent of the aggregate economic interest of which was owned, as 

of the date of execution of the CONSENT by DREXEL and GROUP, by 

DREXEL, GROUP, their affiliates and employees and which does not, 

at any time or from time t,o time after such date, invest or 

reinvest (other than in connection with the exercise or conversion 

of securities owned as of such date) more than $1,000,000 in 

"investment securities" (ot.her than commercial paper) or (c) an 

en'tity which is organi.zed outside t.he Unit.ed Sta.tes and has no 

investments in securities issued by companies organized in the 

Uni.t~ed States or t,raded in the United States. 

:B. In the event tha't any company rega:r.''ding which disclosure 

is required pursua.nt, t,() this sect.,i,on XVII has a securi'ties 

brokerage a.ccount at DREXEL, transactions i.n said account or 

accounts shall be monitored on a daily basis by DREXEL's Legal and 

Compliance Department. 
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F. The procedures of paragraphs A and B above shall not 

apply to any specific acquisition, category of acquisitions or 

investment which the COMMISSION's Division of Enforcement agrees in 

writing with DREXEL or GROUP need not be reported. 

XVIII. 

INDEPENDENT CONSULTANT 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that 

A. Morgan, Lewis & Bockius is hereby appointed as 

Independent Consultant. DREXEL and GROUP shall pay the fees and 

expenses of the Independent Consultant incurred in connection with 

and incidental to the performance of i.ts duties hereunder, 

including any fees or expenses of persons engaged by the 

Independent Consultant to assist it in the performance of its 

duties hereunder, and any fees and expenses incurred after its 

speci.fic duties hereunder have been completed if such fees and 

e,xpenses were incurred as a result of its serving as Independent 

Consultant under this FINAL JUDGMENT. The Independent Consultant 

shall review and report on the policies, procedures and practices 

(;)f DREXEL and GROUP, and shall make recommenda.'ti.ons for improved or 

additional. policies, procedures and practices, in addition to those 

speci.fi.cally required pursuant to this F'INAL J'lJDGMENT, desi.gned: 

(,1) t.() prevent and detect. v:iolations by DREXEl .. and GROUP, their 

officers, employees, affiliates, and their clients of the federal 

securi.ties :1 aws, ·the rules and regulat.:i.ons promulgated thereurlder 
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and the rules and regulations of self-regulatory organizations, 

including, without limitation, those protecting the confidentiality 

of client information and preventing the misuse of material, 

nonpublic information; (2) to ensure the maintenance of accurate 

and adequate books and records; and (3) to ensure that the system 

of internal controls is sufficient to provide reasonable assurances 

that transactions are executed in accordance with the federal 

securities laws, the rules and regulations promulgated thereunder 

and the rules and regulations of self-regulatory organizations. 

The scope of the Independent Consultant's review shall include the 

following departments, groups and activities: High Yield Bond 

Department; Equity Trading Department; Corporate Finance 

Department (including the mergers and acquisitions function 

thereof); Capital Markets Services Department; Internal Audit 

Department; Accounting Department; and Legal and Compliance 

Department (or any successor or oth.er department or group 

performing the same services or services substan·t.ially similar to 

those performed by any of t.he foregcdng during the time period) ; 

and the underwriting, syndication, trading, sales, ma.rket making, 

compliance, audit, legal and accounting activities of such other 

departments or groups as the Independent Consultant deems necessary 

to conduct its review. In conducting i.ts review of departments or 

groups other ·than High Yield Bond Depart.ment, Capital Marke·t.s 

Services Department a.nd Legal and Compliance Department., and the 



mergers and acquisitions function of the Corporate Finance 

Department (or any successor or other department or group 

performing the same services or services substantially similar to 

those performed by any of the foregoing during the time period), 

the Independent Consultant shall focus principally on the 

compliance policies and procedures of those other departments, 

groups and functions as those departments, groups and functions 

interrelated with the operations of the departments, groups and 

functions named in this sentence. 

B. The Independent Consultant shall, taking into account 

policies and procedures which presently exist, recommend policies 

and procedures that, without limitation, provide for the following: 

1. The centralization of compliance functions, 

including but not l.imited to reviews of high yield 

bond trading activities under the director of 

compliance in the New York headqua.rt.e.rs office of 

DREXEL, and the establishment. of lines of authority, 

specific duties of, and systems and procedures 

employed by individual Legal and Compliance 

Depart~nent personnel to ensure that the compliance 

system is T'ea.sonably designed t.o preven't and detect 

ille9a.1 conduct.; 
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2. Special compliance reviews of securities trading in 

firm, officer, employee and employee-related 

accounts, in Employee Partnership accounts, in 

accounts of companies engaged in the financing or 

investing business which are covered by paragraph E 

of section XVII of this FINAL JUDGMENT, and 

significant positions taken by the firm's customers, 

within 60 days before or after an announcement of 

any extraordinary corporate transaction, securities 

offering, exchange offer or other material event 

concerning which DREXEL or GROUP possessed material, 

nonpublic information. Such periodic compliance 

reviews shall include, as appropriat.e, analyses of 

the securities positions taken, and inquiries into 

the reasons the positions were taken and the 

information known to the person making the 

investment decision in question; 

3. Periodic special reviews of trading in the accounts 

referred to in subparagraph 2 above and customer 

t.rading to determine whether there are any patterns 

of trading which may suggest ins i.cier t:rading, 

man.i.pulation, "parking" transa.ct:ions, violations of 

margin rules, violations of Exchange Act record 
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keeping requirements, breaches in confidentiality of 

information or "Chinese Wall" procedures or other 

improprieties; 

4. Consistent with the limitations on trading and 

investments described in section XVI of this FINAL 

JUDGMENT, such other policies and procedures 

governing trading activities by employees, officers, 

partnerships and other entities with which employees 

are affiliated (other than to prohibit trading or 

investment activities by Employees in new issues of 

securities underwritten or privately placed or sold 

by DREXEL or GROUP or any of their affiliates or in 

connection with which DREXEL or GROUP or any of 

their affiliates acted as a financial advisor, as 

set forth in Section XVI of this FINAL JUDGMENT, 

beyond any limitation or prohibition set forth 

therein, or to limit or prohibit trading or 

investments in companies engaged in the financing or 

investing business solely because those companies 

are engaged in such business) as the Independent 

Consultant deems necessary or appropriate to prevent 

fu·ture violat.ions of t.he f'ederal secur i t.ies laws; 

5. The es't.abl ishment of p(')l.i.cies and pr'ocedures 

regarding the recordation of fees and other income 

received from clients and others and the maintenance 

of appropria-te suppt):rting- docmnent.ation; 
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6. The maintenance of adequate and accurate books and 

records by DREXEL and GROUP of firm, officer, 

employee, employee-related and affiliate trading and 

the accessibility of those trading records to 

DREXEL's director of compliance; and 

7. Such other practices, policies and procedures as the 

Independent Consultant, in consultation with the 

COMMISSION's staff and in consultation with 

employees and representatives of DREXEL and GROUP, 

deems necessary or appropriate to ensure the 

establishment and maintenance of an effective 

compliance function. 

C. In preparing for and conducting its review, reports and 

recommendations, the Independent Consultant may consult with the 

staff of the COMMISSION and with DREXEL and GROUP. The Independent 

Consultant shall provide copies of its proposed reports and 

recommendations to DREXEL, GROUP and the COMMISSION staff at least 

l.5 business days prior to its submission thereof to the COMMISSION 

and shall a.fford DREXEL, GROUP and the COMMISSION staff an 

opport.uni.ty to comment thereon prior to their submission to the 

COMMISSION. DREXEL and GROUP and the COMMISSION staff shall 

exchange their written comments, i.f any. 

D. If the Independent Ccmsultant or any successor independent 

consul. t.ant. res.igns or is ot.herwise unable to serve, a successor 

j ndependent conslll:t.ant shall be chosen by the COMMISSION, after 

consultat.i.on with DR.EXEL and GROUP. All,' provisions in ·this FINAL 
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JUDGMENT that apply to the Independent Consultant shall apply to 

any successor independent consultant. 

E. DREXEL and GROUP and their officers, employees, agents 

and attorneys shall cooperate in all respects with the Independent 

Consultant. Such cooperation shall include, without limitation, 

providing such nonprivileged (unless otherwise expressly provided 

in this FINAL JUDGMENT) information and documents as the 

Independent Consultant may request, making employees available for 

interviews by the Independent Consultant or such assistants as it 

may retain, access to computerized data, and access to DREXEL's and 

GROUP's premises. In connection with the Independent Consultant's 

inquiries, DREXEL and GROUP shall not assert any privilege with 

respect. to communications (including documents) relating to 

compliance and internal audit activities; provided, however, that 

(i) the Independent Consultant shall take into account the 

existence of a privilege in assessing its need for access to 

privileged documents, shall keep any privileged information it 

obtains confidential and not disclose same to any person other than 

the. COMMISSION or its staff, and (ii) the nonassertion of a 

pr.i.v.i.lege by DREXEL or GROUP shall not hereafter be argued to be 

precedent for a claim of waiver of privilege in any matter, action 

or proceeding, other than in connection with the enforcement and 

j mple:ment.aticm of this FINAL JUDGMENT, the CONSENT, and the OFFER 

O:F' SE'I"rLEMEN'I.' and FINDINGS AND ORDER (as defined in paragraph 10 of' 

t.he CONSENT) and anY' matters, inve$t.i.gations or proceedings 
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referred to in paragraph 16a. of the APPLICATION (as defined in 

paragraph 10 of the CONSENT). 

F. with respect to its activities under this FINAL JUDGMENT, 

the Independent Consultant shall not be in and shall not 

have an attorney-client relationship with DREXEL or GROUP, or any 

of the present or former officers, agents or employees of either of 

them. 

G. The Independent Consultant shall not be liable for any 

action taken or omitted to be taken by the Independent Consultant, 

or its partners, employees or agents unless it shall be proven that 

the Independent Consultant or such other person was grossly 

negligent or acted or omitted to act in bad faith in connection 

with such action or omission. 

H. The Independent Consultant shall not, as an agent of the 

Court, be subject to compulsory process except with the permission 

of this Court. 

I. During its engagement and for a period of two years 

f:ollowing the completion of the Independent Consultant I s services 

pursuant to this FINAL JUDGMENT, unless the COMMISSION first 

consents in writing, neither the Independent Consultant nor any law 

fi.rm which it may retain to assist it shall represent DR.EXEL or 

GROUP, or any officer or employee of ei.ther of them, or any agent 

o:f either of them a.cting in its capaci.t.y as such. 

J' • The l:ndependent. Consultant and any persons engaged to 

assist i .. t in the performance of its duties under this FINAL 

,JUDGMENT (a.) shal.l not, without. leave of.· t.his Court, disclose t.o 
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anyone other than DREXEL, GROUP, the COMMISSION or its staff any 

information they obtain in the course of performing their duties 

under this FINAL JUDGMENT, except to the extent that it may be 

necessary to disclose such information in any report or 

recommendations they prepare, and (b) unless the COMMISSION first 

consents to such disclosure, shall not disclose to any other person 

any information provided to them by the COMMISSION or its staff. 

XIX. 

REPORTS OF THE INDEPENDENT CONSULTANT 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that 

A. The Independent Consultant shall complete its review and 

deliver its report and recommendations t,o the COMMISSION and DREXEL 

and GROUP within eight months of the effective date of this FINAL 

JUDGMENT, unless the COMMISSION grants the Independent Consultant 

one or more extensions of time not t,o exceed in the aggregate four 

months. The report shall state th~ objec'tive and purpose for each 

recornrnenda'tion made. DREXEL and GROUP may request that, the 

COMMISSION afford any report and recommendations of the Independent 

Consultant confidential treatment in accordance with 17 C.F.R. § 

200.83. In the event that the COMMISSION or the Independent 

Consultant i.s requested to produce any report or recommendation of 

the Independent Consultant to third parti.es pursuant to subpoena or 

otherwise, ·the person ·to whom the request is made wi.ll afford 

DR.EXEL and GROlTP and, .i:f the request is 'made t~() t,he Independent 

Consul tanto f the COMMISSION as wet.1, five- business days I notice or, 
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if not practicable, reasonable notice to oppose such production. 

The COMMISSION, after reviewing the Independent Consultant's 

report, may propose such additional policies or procedures as the 

COMMISSION deems necessary or appropriate to ensure compliance with 

the federal securities laws (other than to prohibit trading or 

investment activities by Employees in new issues of securities 

underwritten or privately placed or sold by DREXEL or GROUP or any 

of their affiliates or in connection with which DREXEL or GROUP or 

any of their affiliates acted as a financial advisor, as set forth 

in section XVI of this FINAL JUDGMENT, beyond any limitation or 

prohibition set forth therein, or to limit or prohibit trading or 

investments in companies engaged in the financing or investing 

business solely because those companies are engaged in such 

business). The COMMISSION shall state the object.ive and purpose 

for each policy or procedure it proposes and provide this statement 

t.O both the Independent Consul tant and DREXEL and GROUP. The 

policies and procedures proposed by t.he COMMISSION shall thereafter 

be incorporated into those recommended by t.he Independent 

Consultant. 

B. DREXEL and GROUP shall adop't, implement. and maintain all 

pol icies and procedures recommended by the Independen't Consul tant 

in its report (including those proposed by t.he COMMISSION and 

incorporated pursuant. t.o paragraph A ahove) and, wi·thin 45 days 

aft.er the submission of the Independent Consul·tan·t' s :report.! 

DREXEL's general counseJ.! i.ts director o:E cOlnpliance or t:he 

chairma.n of GROUP's Oversigh.t Commit,tee .shall cer·tify t.o th.e 
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COMMISSION that such policies and procedures have been adopted and 

implemented; provided, however, that as to any recommendation in or 

incorporated in the Independent Consultant's report which DREXEL or 

GROUP determines is, in whole or in part, inappropriate or unduly 

burdensome, DREXEL or GROUP may, within 30 days after the 

submission of the Independent Consultant's report, with the 

approval of the Oversight Committee of GROUP, adopt and implement 

an alternative written policy or procedure ("Alternative") designed 

to achieve the same objective or purpose as the Independent 

Consultant's recommendation and submit to the COMMISSION and the 

Independent Consultant an affidavit setting forth a description of 

each such Alternative, a certification by DREXEL's general counsel, 

its director of compliance or the chairman of GROUP's Oversight 

Committee that such Alternative has been presented to and approved 

by the oversight Committee of GROUP, and an explanation of how such 

Alternative achieves the same objective or purpose as the 

Independent Consultant's recommendation. The Independent 

Consultant shall, within 30 days after receipt of the affidavit, 

evaluate the Alternative and report to the COMMISSION and to DREXEL 

and GROUP upon the extent to which the Alt.ernat . .i.ve has achieved and 

will achieve the objective or purpose of the Independent 

Consul t.ant 's recommend at ion (s). In th.e event t:ha.t ·the Independent 

Consul tanto determines that ·the Alterna.tive does not~ 0:( will not 

accompl ish the obj ecti ve or purpose of t.he, Independent Consultant's 

recommendation, DHEXEL or GROUP shall, within 15 days after 

receiving notice of the Independen·t Cons-ult:ant,' s deterrcd,na·tion, 
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either (1) implement a policy or procedure acceptable to the 

Independent Consultant, or (2) promptly adopt and implement the 

Alternative and provide written notice thereof to the COMMISSION 

staff and the Independent Consultant. If DREXEL or GROUP adopts 

and implements an Alternative pursuant to clause 2 of the preceding 

sentence, the Independent Consultant shall, 90 days thereafter, 

review the Alternative to determine whether it achieves the 

objective and purpose of the recommendation of the Independent 

Consultant it replaced and report its findings to the COMMISSION, 

DREXEL and GROUP. The Independent Consultant shall consult with 

DREXEL and GROUP before making its determination and DREXEL and 

GROUP shall have the right to make a written submission to the 

COMMISSION concerni.ng such determina.tion. If the COMMISSION 

thereafter determi.nes that the Al·ternat.ive achieves or will achieve 

the same objective or purpose, then DREXEL and GROUP need not adopt 

the Independent Consultant's recommendation but may continue to 

keep in place the Al·ternati.ve. If the COMMISSION determines that 

the Alternative does not achieve the same objective or purpose 

sought to be achieved by the Independent Consultant's 

recommendation, then, within 30 days after receiving notice of such 

det.ermination by t~he COMMISSION, DREXEL and GROUP shall (i) adopt 

and implement. t.he Independent Consultan·t' s recommendation and (ii) 

certify t.o t.he COMMISSION ·that t.h.e recommendation has been so 

adopted a.nd impl eroent.ed.. 

C. One. year after the impleI).le.nt.at.:i.on of the recommendations 

L:.:i:.; 
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of the Independent Consultant and any Alternative approved by the 

Independent Consultant or the COMMISSION as described in paragraph 

B above, the Independent Consultant shall perform a review of 

DREXEL's operations to determine whether DREXEL and GROUP have 

adopted and implemented the Independent Consultant's 

recommendations and all approved Alternatives. The Independent 

Consultant shall report the results of its review in writing to the 

COMMISSION, DREXEL and GROUP. DREXEL and GROUP shall have the 

right to respond in writing within 10 business days of their 

receipt of the Independent Consultant's report. If the COMMISSION 

thereafter determines, subsequent to its receipt of the Independent 

Consultant's report and the written response of DREXEL and GROUP, 

if any, that either DREXEL or GROUP has failed t.o adopt or 

adequately implement any of the policies and procedures recommended 

by t.he Independent Consultant or any approved Alternative, then 

DREXEL and GROUP, upon written notice by the COMMISSION, shall be 

allowed a 30-day period in which t,o cure the failure and obtain a 

cert.ifi.cation from the Independent Consultant (with copies sent to 

the COMMISSION and to DREXEL and GROUP) that, it is cured. If 

DREXEL or GROUP fails t,o obtain such a certification, it shall be 

in violat,ion of thi.s FINAL JUDGMENT. 

xx. 

nEVIEW:~Y ACCOUNTING OR CONSUL'J;'ING FIRMS 

l"r IS FURTHER ORDERED, ADJUDGED AND DECREED that, DREXEL and 

GROUP shall pay t,he fees and expenses of,· one, or more certified 
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public accounting firms and/or consulting firms (the 

"Accountants"), selected by the united states Attorney for the 

Southern District of New York and acceptable to the COMMISSION, or 

selected by the COMMISSION, to review DREXEL's and GROUP's Pre

January 24, 1989 Activities, as defined in section XXI below, and 

Post-January 24, 1989 Activities, concerning areas to be specified 

to the Accountants by the COMMISSION, and to report the results of 

their work to the COMMISSION. DREXEL and GROUP may request that 

the COMMISSION provide confidential treatment to the work of the 

Accountants as set forth in 17 C.F.R. § 200.83. In the event that 

the COMMISSION or the Accountants are requested to produce the work 

of the Accountants to third parties pursuant to subpoena or 

otherwise, the person to whom the request is made will afford 

DREXEL and GROUP and, if the request is made to the Accountants, 

the COMMISSION as well, five business days' notice or, if not 

practicable, reasonable notice to oppose such production. 

XXI. 

COOPERATION BY DREXEL 

IT I:S FURTHER ORDERED, ADJUDGED AND DECREED that DREXEL and 

GROUP, their officers, agents, servants, employees, attorneys and 

assigns (if any) and all persons in active concert and 

pa.rt,icipat:.i.on with them, and each of them, shall cooperate with 

investigations, administ,rat,ive proceedings and litiga'tion conducted 

by t,he COMMI.SSION a:od it,s staff anq, inquiries by t.he Accountants 

arising from or relating to (1) activitj~s described or referred to 
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in paragraphs 1, 2, 4 and 5 in Annex A to the Letter Agreement 

("Pre-January 24, 1989 Activities") and (ii) Post-January 24, 1989 

Activities. Such cooperation shall include, but is not limited to, 

the following: 

A. DREXEL and GROUP shall disclose to the COMMISSION, its 

staff and the Accountants, information with respect to Pre-January 

24, 1989 Activities and Post-January 24, 1989 Activities about 

which the COMMISSION, its staff or the Accountants may inquire and 

shall not assert any objections as to the relevance of the 

requests. 

B. Upon request, either written or subsequently confirmed in 

writing, and without the necessity of subpoena, DREXEL and GROUP 

shall promptly produce to the COMMISSION, its staff and the 

Accountants, documents requested by such persons or entities 

relating to Pre-January 24, 1989 Activities or Post-January 24, 

1989 Activities, including, at the expense of DREXEL and GROUP, 

hard copy or computerized records as requested. 

C. Upon reques·t, DREXEL and GROUP shall promptly give the 

COMMISSION, i·ts s·taff and the Accountants access to their premises. 

D. DREXEL and GROUP shall make their officers, employees and 

agent.s available to the COMMISSION, its staff and the Accountants, 

for any intervi.ews, deposi t . .ions, court or administra·ti ve 

prnceeii:i.ngs, or jnvesti.ga.t.i.ve t.esti.mony relating t.O Pre-January 24, 

1989 Act .. ivit.i.es or Post· .. ·J·anuary 24:, 1989 Ac·tivi t . .ies. 

1:. It shaLl be t.:he policy of DREXEL and. GR.OUP t..O encourage 
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cooperation with the COMMISSION, its staff and the Accountants and 

consider whether and what disciplinary action may be appropriate if 

any officer, employee or agent willfully refuses (1) to cooperate 

in any interview or proceeding set forth in paragraph D above; (2) 

to answer fully and forthrightly any question posed to him or her 

by the COMMISSION, its staff or the Accountants or (3) to produce 

any document requested or subpoenaed by the COMMISSION, its staff 

or the Accountants. 

F. within 10 days after effective date of this FINAL 

JUDGMENT, DREXEL and GROUP shall distribute to all employees and 

officers a memorandum re: Cooperation in Governmental 

Investigations, a copy of which is attached as Exhibit B to this 

FINAL JUDGMENT. 

G. DREXEL and GROUP shall advise each of their employees, 

officers and agents that he or she has the right to independent 

counsel of his or her own choice in connection with any COMMISSION 

investigation or court or administrat.ive proceeding arising in 

whole or in part from Pre-January 24, 1989 Activities to which the 

COMMISSION or its staff is a party. DREXEL and GROUP shall not 

suggest or recommend any attorney to any employee, officer or agent 

unless, without any prior solicitation by DREXEL or GROUP, the 

i.ndividual employee, officer or agent. re.que.s·ts DREXEL or GROUP to 

recommend an a.t·torney. Should DREXEL or GR.OUP pay the at·torney' s 

f'e.es of' any prese.nt or former o:E'fJ.c:er, employee or agent, in 

connection wit.h any COMMISSION i:tlvestigation or civi.l or 

a.dministra·tive action aris:ing in whole c>·r i.n par·t from P-r.·e-January 
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24, 1989 Activities to which the COMMISSION or its staff is a 

party, then it shall pay on comparable terms not inconsistent with 

this FINAL JUDGMENT the reasonable attorney's fees of any other 

officer, employee or agent who obtains legal counsel with respect 

thereto. Nothing herein, however, shall require DREXEL or GROUP to 

pay the attorney's fees incurred by any person after such person 

has been named as a defendant or respondent in a civil, 

administrative or criminal government action. 

H. DREXEL and GROUP, their officers, agents, servants, 

employees and attorneys shall not (1) compel or require or attempt 

to compel or require any employee, officer or agent, or his or her 

counsel, to disclose to anyone what information or testimony the 

employee has provided to the COMMISSION, its staff, the Independent 

Consultant, or the Accountants, except pursuant to lawful process 

in a civil action as to which the employee's testimony is relevant; 

or (2) take any adverse employment or other action against any 

person based in whole or in any part on or because of (a) that 

person's decision to provide informati.on or evidence to the 

COMMISSION, its staff, the Independent Consultant or the 

Accountants, or (b) his or her declination to disclose to DREXEL, 

GROUP, their counsel, other employees, offi.cers or counsel for any 

present or former employee, officer or. agent what, informat.,ion or 

ev idence was given to such persons or enti t,ies . 

I. Wi th respect, to any inqu,i.:r.y made by t.he COMMISSION, its 

st,aff, or the, Accountants, D:REXEI. and GROUP shall not. assert the 

at·torney-client, work product. or any other privilege with respect 
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to correspondence created or any communications occurring between 

January 1, 1978 (February 1, 1985 in the case of Philip Moss) and 

on or prior to November 14, 1986, by, to, through or copied to 

Lowell J. Milken or Philip MOSSi provided, however, that with the 

exception set forth in paragraph E of section XVIII of this FINAL 

JUDGMENT, DREXEL and GROUP may, if they so choose, continue to 

assert the attorney-client, work product or other privilege with 

respect to correspondence or communications by, to, through or 

copied to counsel other than the two persons listed above, as to 

which DREXEL and GROUP have asserted or may assert that a valid 

privilege exists independent of any privilege that may have existed 

with respect to these two persons. None of the provisions of this 

FINAL JUDGMENT shall prevent the assertion of any applicable 

constitutional or legally recognizable privilege by any natural 

person on his or her own behalf. Other than as set forth in 

paragraph E of Section XVIII of this FINAL JUDGMENT, and in this 

paragraph I, nothing herein shall require any waiver of privilege 

by DREXEL or GROUP. The COMMISSION shall have the righ·t to have 

adjudicated in this Court any claim of privilege asserted or that 

may be asse:r·ted. by DREXEL and GROUP, thei.r officers, agents, 

servants, employees, a.ttorneys and. assigns (if any), with respect 

t.o this l..i.t:.igat . .i.on, the inquiries described above, the 

implementa.tJ,on of this FINAL JUDGMENT or any COMMISSION .i.nquiry 

relating to P:r.e,-.January 24, 1989 Activi.ties or Post-January 24, 

1989 Act.:i.v:l.ties. 
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XXII. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that DREXEL and 

GROUP shall, within ten days of the effective date of this FINAL 

JUDGMENT, deliver a true and accurate copy of this FINAL JUDGMENT 

(but need not deliver Exhibit A) to each of their current officers 

and employees and to those agents and/or consultants whom the 

COMMISSION shall designate, and to each officer, employee and 

designated agent or consultant hired or retained during the ten

year period following the effective date of this FINAL JUDGMENT, 

and shall obtain from each such officer, employee and designated 

agent or consultant a signed acknowledgment, available to the 

COMMISSION upon request, that he or she has received a copy of the 

FINAL JUDGMENT and has read it. 

XXIII. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that the annexed 

CONSEN'r be, and the same hereby is, with the exception of 

paragraph.s 16 through 27, incorporated herein wit.h the same force 

and effect as i.f fully set forth herein and that DREXEL and GROUP 

shall comply w.i:th all of the undertak,ings and a.greements 

1.11corpo:ra·ted herel.n. 



XXIV. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that all notices 

hereunder shall be in writing and be deemed to have been duly given 

when delivered personally or by facsimile transmission, confirmed 

by mail, to the parties at the following addresses (or at such 

other address for a party as shall be designated by like notice): 

If to the COMMISSION: 

Securities and Exchange Commission 
Attention: Director, Division of Enforcement 
Mail stop 4-1 
450 Fifth Street, N.W. 
Washington, D.C. 20549 

If to DREXEL or GROUP: 

The Drexel Burnham La.mbert Group Inc. 
Drexel Burnham Lambert Incorporated 
60 Broad Street 
New York, New York 10004 
Attention: General Counsel 

with a copy to: 

Thomas F. Curnin, Esquire 
Cahill Gordon & Reindel 
80 Pine Street 
New York, New York l0005 

xxv. 

l:T IS FURTHER ORDERED, ADJUDGED AND DECREED tha.t. t.his FINAL 

~rUDGMENT shall become effect.:i.ve on t.h.e day that. the guil t:y pleas of 

DREXEL a.nd GR.OUP are accepted and entere.d p1..lrsuan·t to t.he Letter 

Agreement. If such guilty pleas are not accep~ed and entered prior 

to May 1.3, 1989 I this FtNAL JUDGMENT shall be vacat.ed upon written 
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notice to the Court from either DREXEL and GROUP or the 

COMMISSION, if such notice is filed with the Court before such 

guilty pleas are entered and accepted. 

XXVI. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that this Court 

shall vacate this FINAL JUDGMENT upon the joint application of 

DREXEL and GROUP and the COMMISSION, in accordance with paragraph 

18, 19, 23 or 24 of the CONSENT. 

XXVII. 

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that this Court 

shall retain jurisdiction of this action for all purposes, 

including implementation and enforcement of this FINAL JUDGMENT. 

SENIOR UNITED STATES DISTRICT JUDGE 

Dated: 

New York, New York 
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