UNI TED STATES DI STRI CT COURT
SQUTHERN DI STRI CT OF NEW YORK

UNI TED STATES OF AMERI CA,
Pl aintiff,
- V -

STEI NHARDT MANAGEMENT COVPANY, : 94 Civ. 9044 (RPP)
I NC.; and CAXTON CORPORATI ON, )

Def endant s,

- and-
$12, 500, 000 THAT IS THE PROPERTY
OF STEI NHARDT MANAGEMENT
COVPANY, | NC. ;
St ei nhar dt Managenent
Conpany, Inc., :
Real Party in Interes

- and-

$12, 500, 000 THAT IS THE PROPERTY
OF CAXTON CORPORATI ON,

Caxt on Cor porati on,
Real Party in Interest.

SETTLEMENT AGREEMENT

This Settlenment Agreenent ("Agreenent”) is nmade between the
UNI TED STATES OF AMERI CA ("Plaintiff") and STEI NHARDT MANAGEMENT
COVPANY, INC. ("SMC').

1. This Agreenent is nmade to resolve and forever to settle
SMC s liability under the antitrust |aws for certain conduct to
be alleged in a Conplaint to be filed by the United States
pursuant to this Agreenent. Upon the fulfillnment of the

conditions set forth in this Agreenent, the rel eases descri bed



herein shall be effective.
2. On the date of execution of this Agreenent,

(a) Plaintiff shall file a civil Conplaint alleging a
violation of Section 1 of the Sherman Act, 15 U.S.C. § 1, by
SMC and others in connection with the acquisition and
trading of certain United States Treasury notes;

(b) Plaintiff shall file a Final Judgnent in the form
attached as Exhibit A that, if entered by the Court, would
resolve and settle the allegations of the Conplaint filed
pursuant to subparagraph (a), above;

(c) Plaintiff and SMC shall execute and file a
Stipulation and Order in the formattached as Exhibit B,
stipulating to the entry of a Final Judgnent in the form
attached as Exhibit A
3. In consideration of the sumof noney to be forfeited

by SMC pursuant to the Final Judgnment and other of the agreenents
set forth herein, upon entry of the Final Judgnment in the form
attached as Exhibit A or in such other formas the Court nmay
order requiring paynent of the civil forfeiture specified in

par agraph 6(a), Plaintiff releases SMC and its present and forner
of ficers, enployees, directors and subsidiaries, and any funds or
accounts managed by SMC, fromany civil liability or clains

what soever or any crimnal liability for any federal offense (a)
whi ch was committed prior to the date of this Agreenent and arose
out of the purchase, sale, financing or trading of the two-year

United States Treasury notes issued in April 1991 or the two-year



United States Treasury notes issued in May 1991 (together,
"Specified Notes") or (b) which arose out of any conduct known to
t he Departnent of Justice or the Securities and Exchange
Comm ssion ("SEC') related to any investigation by the Departnent
of Justice or the SEC into the purchase, sale, financing or
trading of the Specified Notes, or into any efforts to interfere
wi th, obstruct, mslead or subvert any such investigation;
provi ded, however, that nothing in this Agreenent shall apply to
violations of the federal tax laws, Title 26, United States Code.
4. Plaintiff and SMC recogni ze that the Court may enter a
Fi nal Judgnment only after the parties have conplied with the
provi sions of the Tunney Act, 15 U.S.C. 8§ 16(b) through (g). The
parties shall use their best efforts to conply with the
procedures of the Tunney Act to ensure that a Final Judgnent in
the formattached as Exhibit Ais entered by the Court at the
earliest practicable date. |If the Court should require
nodi fication to the Final Judgnent before entering it, SMC shal
not unreasonably withhold its agreenment to such nodification.

5. The parties recognize that this Agreenent is bei ng made

in conjunction with the Consent and Undert aki ngs of Defendants

St ei nhardt  Managenent Conpany., Inc. that SMC has entered into

with the SEC (the "SEC Consent™) in the formattached as Exhibit
C, and that, upon execution of the SEC Consent, the SECw Il file
against SMC a civil conplaint alleging violations of the

securities laws, under the caption Securities and Exchange




Conmmi ssion v. Steinhardt Managenent Conpany., Inc. and Caxton

Corporation (the "Securities Case").

6. Pursuant to this Agreenent, the SEC Consent, and the

Fi nal Judgnent of Permanent Injunction and O her Relief as to

Def endant s St ei nhardt Managenent Conpany, Inc. in the Securities

Case (the "Securities Case Final Judgnment”) in the formattached
as Exhibit D, SMC shall, at the tines specified in paragraph 12
and as provided in the Securities Case final judgnent, pay the
sum of $40 mllion as follows:

(a) $19 mllion shall be paid to the United States of
America. O this anmount, $12.5 million shall constitute a
civil forfeiture pursuant to the Sherman Antitrust Act, 15
US.C 86, and shall be paid to the Departnent of Justice
Asset Forfeiture Fund; the remaining $6.5 mllion shal
constitute a civil penalty pursuant to Section 20(d) of the
Securities Act, 15 U.S.C. 8 77t(d), and Section 21(d)(3) of
t he Exchange Act, 15 U.S.C. § 78u(d)(3), and shall be paid
to the Treasurer of the United States;

(b) $21 million shall be paid into a di sgorgenment fund
established by court order in the Securities Case, upon
ternms established by the Securities Case Final Judgnent, as
entered by the Court. This disgorgenent fund shall be
adm ni stered and used as set forth in the Securities Case
Fi nal Judgnent.

Under no circunstances shall SMC be entitled to a refund of any
noni es paid pursuant to this Agreenent; provided that the

foregoi ng shall not preclude reinbursenment of SMC fromthe



di sgorgenent fund in accordance with the procedures governing
such fund, in respect of certain third-party clains paid directly
by SMC.

7. Shoul d the Court for any reason not order all or any
part of the amount specified in paragraph 6(a) to be forfeited to
the United States, the difference between the anount ordered
forfeited by the Court in the captioned case and the anount
specified to be forfeited to the United States by paragraph 6(a),
shall be paid to the Treasurer of the United States pursuant to
the Final Judgnment in the Securities Case under Section 20(d) of
the Securities Act, 15 U.S.C. 8§ 77t(d), and Section 21(d)(3) of
t he Exchange Act, 15 U . S.C. § 78u(d)(3) ("Additional GCvil
Penalty"). Upon the paynent of the Additional G vil Penalty, the
rel eases described in paragraph 3 shall be effective.

8. SMC understands that the United States has not waived
the right of any federal agency, with respect to SMC or any ot her
person: (a) to revoke or suspend any license, certificate,
registration or other form of perm ssion issued by such agency;
(b) to inpose any penalty or to take any formof punitive or
di sciplinary action; or (c) to debar, suspend, disqualify, or
otherwi se restrict or prohibit certain transactions or other
dealings with the United States or with any of its agencies or
depart nents.

9. SMC hereby waives any right it mght have as a result
of this Agreenent or any settlenment arrangenents contenpl ated

her eby under the United States Suprene Court's decision in United



States v. Halper, 490 U S. 435 (1989), or in respect of the

subj ect matter of that case or under any other existing or future
decision relating to that subject nmatter.

10. SMC neither admts nor denies any of the factual
al l egations pertaining to the matters described in the Conpl ai nt
to be filed pursuant to paragraph 2, nor does SMC either admt or
deny any legal liability arising therefrom Nothing in this
Agreenent or in the Final Judgnment or any Order contenpl ated
hereby shall constitute a finding of fact or conclusion of |aw or
ot herwi se provide any basis for establishing such liability.

11. SMC shall pay the civil penalty inposed by the Court in
the Securities Case and contribute the funds to establish the
di sgorgenent fund as specified in the Securities Case Final
Judgnent (collectively, the "Initial Paynent"). Pursuant to this
Agreenent and the Tunney Act, 15 U.S.C. 88 16(b) through (g), the
forfeiture provided for in the Final Judgnent shall not be paid
until five (5) business days after SMC receives notice of entry
of the Final Judgnent, or such other order as represents a final
di sposition of the captioned case. At that tine, in addition to
the $12.5 million paynent specified in the Final Judgnment
("Deferred Paynent"), SMC shall forfeit an "Additional Anount,"
as defined below The term "Additional Amount" shall nean an
anount representing interest on the Deferred Paynent, conputed on
the basis of a 365 day year, at a rate per annumof 5 3/4% from
and including the date of the Initial Paynent, but excluding the

date on which the Deferred Paynent is nade. To the extent the



Court does not inpose any portion of the Deferred Paynment or the
Addi tional Amount, such anounts shall nonethel ess be paid to the
United States pursuant to paragraph 7 at the tine specified
her ei n.

12. This Agreenent, and all the terns and provisions
hereof, shall be binding on the parties hereto and their
respective successors and assigns, and shall inure only to the
benefit of the parties hereto, and other persons specifically
rel eased pursuant to paragraph 3, and their respective successors
and assigns, and no ot her person shall be entitled to any
benefits hereunder.

13. No additional understandi ngs, prom ses, agreenents
and/ or conditions have been entered into by the parties hereto
with respect to the matters set forth in this Agreenent other
than those set forth herein and none wll be entered into unless
in witing and signed by all parties.

14. This Agreenent nay be executed in multiple
counterparts, each of which shall constitute an original, but al

of which when taken together shall constitute but one agreenent.



15. This Agreenent shall be deened to have been fully
executed and delivered when both the United States, on the one
hand, and SMC, on the other, have received counterparts hereof
executed on behalf of the other party by each of the signatories

for such other party set forth on the signature pages hereof.

Agreed to:
UNI TED STATES OF AMERI CA

Decenber , 1994
John F. G eaney
Chi ef, Conputers and Fi nance Secti on
Antitrust Division
Depart ment of Justice
STElI NHARDT MANAGEMENT COVPANY, | NC.
Decenber , 1994

M chael St ei nhar dt
Chai r man
St ei nhardt Managenent Conpany, |nc.



