IN THE UNI TED STATES DI STRI CT COURT
FOR THE WESTERN DI STRI CT OF PENNSYLVAN A

UNI TED STATES COF AMERI CA
Crim nal No.

V.

DOUGLAS EXPLCSI VES, |NC.,
(15 U.S.C. § 1)

N N N N N N N

Def endant .

PLEA AGREEMENT

DOUGLAS EXPLOSI VES, INC., the defendant, through its
aut hori zed representative, and the United States of America agree
as foll ows:

R GHTS OF THE DEFENDANT

1. The defendant understands its rights:
(a) to be represented by an attorney;
(b) to plead not guilty;
(c) to have a trial by jury; and
(d) to confront and cross-exam ne witnesses and to
call witnesses in its defense.
WAI VER OF RI GHTS AND OFFENSE CHARGED
2. The defendant waives the rights set out in 1(b)-1(d)
above. The defendant will waive indictnent and will plead guilty
to acrimnal Information, a copy of which will be attached to
this Plea Agreenent at the tinme of filing. The Information wll
charge the defendant with participating in a conspiracy to
restrain conpetition for certain non-electric blasting caps sold
to C & K Coal Company, located in Carion, Pennsylvania, from

m d-1993 until early 1996 in violation of Section 1 of the



Sherman Antitrust Act (15 U.S.C. 8 1). The defendant will nmake a
factual adm ssion of guilt to the Court in accordance with Rule
11 of the Federal Rules of Crimnal Procedure.

3. The defendant waives its right to assert at trial or on
appeal any defects or errors arising fromthe Information, the
information process, or the fact that it has been prosecuted by
way of an information.

POSSI BLE MAXI MUM SENTENCE

4. The defendant understands that the Court may inpose the
followi ng statutory maxi num sentence for a violation of the
Sherman Antitrust Act (15 U.S.C. § 1; 18 U.S.C. § 3571(c), (d)):

(a) a fine in an anmount equal to the greatest of:
(1) $10 million;
(2) tw ce the gross pecuniary gain derived from
the crine; or
(3) twce the gross pecuniary | oss caused to the
victins of the crineg;
(b) a mandatory special assessnment of $200; and
(c) restitution may be ordered by the Court.

5. The defendant understands that sentencing for the
of fense to be charged will be under the United States Sentencing
Gui del ines Manual ("USSG'). The sentence in this case will be
i nposed by the Court.

SENTENCI NG AGREEMENT

6. Pursuant to Rule 11(e)(1)(C, the United States and the
def endant agree that the appropriate disposition of this

Information is a fine of $70,000. The parties agree that



cal cul ation of double the gain or double the | oss would unduly
conplicate or prolong the sentencing process. 18 U S.C. 88
3571(c) and (d). Therefore, the parties agree that such

cal cul ations are not appropriate. The parties al so agree that
the conplication and prol ongation of the sentencing process
resulting fromthe fashioning of a restitution requirenent

out wei ghs the need to provide restitution to any victins through
the crimnal process. 18 U S. C. 8§ 3663(d) and USSG § 8B1. 1(b).
The defendant agrees that the fine is to be paid to the United
States and agrees not to propose or advocate that any paynent be
made, or service rendered to any person, organization,
institution or agency in lieu of the fine or any part of the
fine. The defendant agrees that it will not, absent a witten
agreement with the United States, file any notion to reduce,

nodi fy or alter the fine inposed upon it by the Court so |ong as
the total fine inposed does not exceed $70, 000.

7. In connection with their determ nation of the
appropriate crimnal fine set forth in the sentencing agreenent
in Paragraph 6, the United States and the defendant anal yzed the
appropriate Cuidelines as follows:

(a) the applicable guideline is USSG § 2R1.1, and the
base of fense | evel is 10;

(b) the base fine is $20,000 pursuant to USSG
§ 8C2.4(a) and (d);

(c) the culpability score is five (5), pursuant to
USSG § 8C2.5 (88 8C2.5(a), (b)(5) and (g)(3)). Accordingly, the

mnimmunultiplier to be applied to the base fine is 1.00 and the



maxi mum mul tiplier is 2.00, pursuant to USSG § 8C2.6. Thus,
under the Guidelines, the fine would range from approxi mately
$20, 000 to $40, 000.

(d) Section 5K2.0 provides for a sentence above the
range established by the applicable guideline if an aggravating
circunstance of a kind, or to a degree, not adequately taken into
consideration in fornulating the Guidelines exists. The parties
agree that the nature of the conduct still under investigation
and the defendant's desire to dispose of any and all other
crimnal liability that may continue to develop in the course of
t hat ongoing investigation that would be relevant to conputing
defendant's sentence under 88 1B1.3 and 1Bl1.4 are atypi cal
ci rcunst ances not taken in consideration by the Guidelines. See
USSG Ch. 1, Pt. A intro. comment 4(b). The parties therefore
agree that an upward departure is appropriate. Any cal culation
of the total volunme of commerce affected by the defendant's
conduct woul d be speculative at this time; therefore, the parties
agree that an upward departure to a $70,000 fine is appropriate.

8. Defendant agrees to pay the $200 special assessnent
pursuant to 18 U.S.C. 8§ 3013(a)(2)(B) at the tine of sentencing.
The defendant agrees to pay the total fine amount of $70,000 as
fol |l ows:

(a) the first paynent of $14,000 will be due within 15
days of the date of sentencing in this matter;

(b) the second paynent of $14,000, with accrued
interest as provided in 18 U S.C. 8 3612(f)(2), will be due on

the first anniversary of the date of sentencing in this matter;



(c) the third paynent of $14,000, with accrued
interest as provided in 18 U S.C. 8 3612(f)(2), will be due on
t he second anniversary of the date of sentencing in this matter;

(d) the fourth paynment of $14,000, with accrued
interest as provided in 18 U S.C. 8 3612(f)(2), will be due on
the third anniversary of the date of sentencing in this matter;

(e) the last paynent of $14,000, with accrued interest
as provided in 18 U S.C. § 3612(f)(2), will be due on the fourth
anni versary of the date of sentencing in this matter;

(f) the defendant may prepay any or all of the above
referenced paynents w thout penalty; and

(g) the defendant agrees that in the event it shal
fail to nake any paynent when due, the entire unpaid bal ance of
the fine, plus accrued interest, shall be inmedi ately due and
payabl e should the United States so el ect.

9. The defendant understands that the Court has absol ute
di scretion, pursuant to Rule 11, to accept or reject the
sentenci ng agreenent set out in Paragraph 6 above. The defendant
under stands that should the Court reject the sentencing
agreenent, it may withdraw its guilty plea as a matter of right
under Fed. R Cim P. 11(e)(2) and (4) and the guilty plea, if
wi t hdrawn, shall not be adm ssi bl e against the defendant in any
crimnal or civil proceeding as provided by Fed. R Cim P.
11(e) (6).
10. In the event that the Court rejects the sentencing

agreenent set out in Paragraph 6 above, this Plea Agreenent shal

be rendered null and voi d.



DEFENDANT' S COOPERATI ON

11. The defendant agrees it will cooperate fully with the
United States in the conduct of any federal grand jury or other
federal crimnal investigation involving alleged antitrust
violations in the explosives or anmoniumnitrate industries
bet ween 1987 and the date of the signing of this Plea Agreenent,
and in any crimnal litigation or other proceedings arising or
resulting fromsuch investigation. Defendant's cooperation wll
i ncl ude:

(a) providing all docunents or other itenms under its
control or which may cone under its control; and

(b) making its officers and enpl oyees reasonably
avai l abl e for such interviews at the offices of the Antitrust
Division in Washington, D.C. as the United States may require.

12. Upon the request of the defendant, the United States
will bring to the attention of any governnental or regul atory
authority the nature and extent of the defendant's cooperation in
the investigation and any proceedi ngs arising out of the
i nvestigation.

GOVERNMVENT' S AGREEMENT

13. Subject to the defendant's full and conti nui ng
cooperation, as described in Paragraph 11 above, the United
States agrees not to bring further crimnal charges against the
def endant under the federal antitrust statutes (15 U S.C 8§ 1 et
seqg.), the mail or wire fraud statutes (18 U S.C. 88 1341, 1343),
the federal conspiracy statute (18 U S.C. 8§ 371), the false
clains statutes (18 U. S.C. 88 286-287), the fal se statenent



statute (18 U. S.C. § 1001), the Racketeer |Influenced and Corrupt
Organi zations Act (18 U S.C. 8 1962) or any other crim nal
statute that prohibits any act al so prohibited by any of these
statutes, for any violations coonmitted as of the date of this

Pl ea Agreenent arising out of its participation in any

conbi nation or conspiracy to fix prices, rig bids or otherw se
restrain trade in the sale of explosives or ammoniumnitrate.
Thi s paragraph does not apply to any violations of federal tax
and securities laws or civil matters of any kind.

WAl VER OF RIGHT TO APPEAL SENTENCE

14. Except as otherwi se provided in this Plea Agreenent,
t he defendant expressly waives the right to appeal its sentence
on any ground, provided that the total fine inposed does not
exceed $70, 000, including any appeal right conferred by 18 U S.C
8§ 3742, and the defendant further agrees not to contest its
sentence in any post conviction proceeding, including but not
l[imted to a proceeding under 28 U.S.C. § 2255.

REPRESENTATI ON OF COUNSEL

15. Defendant has thoroughly reviewed all |egal and factual
aspects of this case with its attorney and is fully satisfied
with that attorney's | egal representation. The defendant has
recei ved expl anations satisfactory to it from defendant's
attorney concerning each paragraph of this Plea Agreenent, and
the alternatives available to the defendant other than entering
into this Plea Agreenent. After conferring with counsel, the
def endant has concluded that it is inits best interest to enter

into this Plea Agreenent and to waive the rights set out in



Par agraph 1(b)-(d) above, and to waive the right to appeal its
sentence subject to the restrictions set out in Paragraph 14
above rather than to proceed to trial in this case.

VOLUNTARY PLEA

16. The plea of guilty is freely and voluntarily nmade and
not the result of force or threats or of prom ses or
representations apart fromthose set forth in this Plea
Agreenent. There have been no representati ons or prom ses from
anyone as to what sentence this Court will inpose.

VI OLATI ON OF PLEA AGREEMENT

17. During the period of tine of the United States'
investigation into crimnal violations in the expl osives and the
amoniumnitrate industries and any court proceedi ngs arising
from such investigations, defendant agrees that should it fail to
provide full cooperation or otherw se violate any other
provision, the United States, in its sole discretion, may void
any of its obligations under this Plea Agreement and the
def endant shall be subject to prosecution for any federal crine
of which the United States has know edge including, but not
l[imted to, obstruction of justice and the substantive of fenses
arising fromthis investigation. Should this Plea Agreenent
becone void, the defendant agrees that, for a period of two years
after receiving notice fromthe United States of its decision to
void the Plea Agreenent, that it will waive any defense to any
charge which it m ght otherw se have under any statute of
[imtations or the Speedy Trial Act fromthe date of the

execution of this Plea Agreenent.



ENTI RETY OF AGREEMENT

18. This Plea Agreenent constitutes the entire agreenent
between the United States and the defendant concerning the
di sposition of the charge in this case. The United States has
made no ot her promi ses to or agreenent with the defendant
relating to price fixing or bid rigging or other restraints of
trade in the expl osives and ammoniumnitrate industries. This
Pl ea Agreenent cannot be nodified other than in witing signed by
the parties.

AGREED TO AND SIGNED this day of

, 1996.

Arnold C. Cel ni cker
Georgia Bar No. 118050
Terrence F. McDonal d

Texas Bar No. 13559525

Kat heri ne A. Schl ech
Virginia Bar No. 17947

At t or neys

U S. Departnent of Justice
Antitrust Division

1401 H Street, N.W, Suite 4000
Washi ngton, D.C. 20530
(202) 514-2474

Aut hori zed Representative
Dougl as Expl osi ves, Inc.

John H. Bingler, Jr., Esq.
Counsel for Douglas Expl osives, Inc.



