















































(a) Restitution :i.n. the amount of $4,280,000, which
represents certain financial advisory fees paid to Lazard by
Mark Férber's financial advisory clients, i.e., the MWRA, DC,
USPS and MDOT,” that engaged in municipal finance business with
Merrill Lynch (Thé recipients of these rést@tutionary'payments

are the MWRA, DC, USPS and MDOT);

(b) An admihisfratiﬁe b&yment (not a fine or a penalty)
to the United States of America in the amount of $4,430,0b0,
representing payments from Merrill Lynch to Lazard. (A
federal investigative agency that has worked on this matter at
the direction of the United Sﬁates Attorney will dispose of

this money through an administrative proceeding);

(c) Reimbursement of $250,000 to the United States of
America and $50,000 to the Massachusetts Attorney General for

certain costs and expenses associated with the Investigation;

(d) A civil penalty of $2,500,000 to the United States

of America and $500,000 to the Commonwealth of Massachusetts.

2. Representations and Warranties Regarding Remedial
Actions Undertaken by Lazard and Lazard LILC -~ Lazard LLC

represents and warrants that as a direct result of the
Investigation, Lazard and Lazard LLC already have undertaken the

following substantial remedial actions:
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(a)

(b)

(c)

Oon October 18, 1993, Lazard promulgated a
comprehensive set of compliance policies and
procedures for ité Municipal Department that
address: the proper documentation and disclosure
of join£ business relationships; the use of outside
consultants; and other issues necessary to fulfill
Lazard's obligations to its clients. Lazard and
Lazard LLC have distributed those policies‘ and
procedures to all Municipal Department personnel,

and have continued to revise and update them.

Lazard LIC's Municipalv Department compliance
policies and procedures include a requirement that
Lazard LLC personnel working on financial advisory
assignments make written disclosure to their
municipa; finaﬁcial advisory clients of the
existence and terms of all agreements and
arrangements with actual or potential underwriters,
financial advisors, consultants and/or swap
counterparties that might cfeate'even a potential
conflict with the interests of lazard LLC's

municipal financial advisory clients.

Lazard and Lazard LLC have held periodic compliance
training sessions that are mandatory' for all

Municipal Department personnel.
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(d) Lazard eétaﬁlished a Municipal Task Force, of which
a nuhber of senior partners, including the General
Counsel, are members, to ensure that the Municipal
Department and iﬁs personnel are guided by all
appropéiate legal and ethical standards. This Task
Force has modified Lazard and Lazard LLC's training
and compliance systems, its hiring procedures, its
use of. outside consultants and joint marketihg
efforts with other firms, its documentation and

disclosure practices and its accounting policies.

3. Representations and Warranties Regarding Cooperation

Undertaken by Tazard and Lazard ILIC -- Lazard LILC represents and

warrants that Lazard and Lazard LLC already have performed the

following acts of cooperation:

(a)

(b)

Lazard ordered an internal investigation and voluntarily
notified the United States Attorney and Massachusetts
Attorney General as to facts relevant to the

Investigation;

' Lazard and Lazard LLC responded promptly to requests for

business records, and waived the attorney-client

privilege to the extent necessary to permit production of

- certain otherwise privileged business records created in

connection with the negotiation, review and execution of

the Contract;

-]19=-



(¢) Lazard and Lazard LLC made numerous Lazard and Lazard LLC
personnel available for interviews, and.Lazard.waived the
attorney-client privilege to the extent necessary to
permit inquiry into certain otherwise privileged
communicatioﬁs occurring in ,conngction with the

negotiation, review and execution of the Contract; and

(@) Lazard prepared and provided the United States Attorney
and Massachusetts Attorney General with extensive
computer and financial analyses of business records and

financial data pertinent to the Investigation.

4. Continuing Cooperation -- Lazard LLC agrees to

continue its full cooperation with the Investigation. If testimony
of, or information from, any present or former Lazard and Lazard
LLC employees is.requested, Lazard LLC will use its best efforts to
ensure that such individuals are available and will testify
truthfully and completely during any investigation, before any
grand jury, and at any hearing or trial. Furthermore, without cost
to any law enforcement agency, Lazard LLC agrees (1) to preserve
and, upon reasonable request and notice, to furnish to the United
States Attorney and the Massachusetts Attorney General all
nonprivileged documents in its possession, custody, or control that
the United States Attorney and the Massachusetts Attorney General
deen relevant to the Investigation, (ii) to preserve all privileged
documents that may be relevant to the Investigation and provide,

upon reasonable requést and notice, the United States Attorney and



the Massachusetts Attorney General with a log of those documents,
and (iii) to perform, upon reasonable request and notice, searches
on its computerized data base of the documents already produced, as
‘well as of .all other J;elevant or potentially relevant documents,
and expeditiously to p'rovide the complete resul:t:s of such searches

to the United States Attorney and Massachusetts Attorney General.

5. Qi&ﬁsm_mma_tm -- Subject only to the terms
and conditions set forth in paragraphs one through four and six
through seven of this section, the United States of America, by and
throﬁgh the United sStates Attdrney , and the Commonwealth of
Massachusetts, by and through the Massachusetts Attorney .General,
will immediately file appropriate Notices of Dismissal in the
United -Statés District Court for the District of Massachusetts and
in Massachusetts state court dismissing the Litigation with
prejudice. Except for the dismissal of thé Complaints, Lazard LLC
intended to file an answer to each Complaint challenging certain of

its factual and legal allegations.

6. eement to osecute . -- Subject only to the
terms and conditions set forth he‘rein (paragraph 6) and in
paragraphs one through four and péragraph seven of this section,
the. United States of America, by and thrc;ugh the United States
Attorney, and the Commonwealth of Massachusetts, by and through the
Massachusetts_ Attorney General and the Secretary of the
COmmonwéalth, Securities Division, agree not to prosecute Lazard or

Lazard LLC for or bring any criminal or civil action or pi-oceeding
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against Lazafd or Lazard LLC, other than the Litigation concerning
any matter arising from the subject matter of the Investigation, as
further delineated in a-letter between the United States Attorney
'and Lazard LLC dated October 26, 1995, and as to which the United

States Attorney or the Massachusetts Attorney ngeral is currently

aware (the "Release")}.

The United States Attorney and the Massachusetts Attorney
General also agree not to use this Settlement Agreement against
‘Lazard or Lazard LLC in any criminal or civil case except a case
based upon an alleged breach by Lazard LLC of this Settlement
Agreement. Notwithstanding anything in this Settlement Agreement
to the contrary, the United States Attorney and the Massachusetts
Attorney General spécifically reserve the right to bring an action;

if required, to seek enforcement of this Settlement Agreement.

Lazard LLC understands and agrees that notwithstanding
anything in this Settlement Agreement to the contrary, should any
of its representations or warranties in this Settlement Agreement
turn out to be matgrially.false or misleading, the Release shall be
null and void, and the United States of America, by and through the
United States Attorney, and the Commonwealth of Massachusetts, by
and through the Massachusetts Attorney General, shall have, and
specifically reserve, the right to use against Lazard LLC at any
trial, hearing, proceeding or sentencing, this Settlement Agreement
and any statement made by Lazard or Lazafd LILC, and any
information, materials, documents or objects provided by Lazard or
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Lazard LLC to the United States Attorney and/or the Massachusetts

Attorney General in connection with this Settlement Agreement or

the Investigation.

Nothin§ in this Settlement Agreement is intended to or does
settle the liability, if ény, that Lazard or Lazard LLC have or may
have arising under Title 26, United States Code (Internal Revenue
Code), 6r fhe“ régulatidns fhefeundér. ‘ uThé -parties to this
Settlement Agreement each represents that as of this date, no such

liability relating to this Investigation is known to them.

Nothing in this Settlement Agfeement is intended to or does
settle the liability, if any, that Lazard or Lazard LLC have or may
have to the Massachusetts Department of Revenue. The pérties to
this Settlement Agreement eadh represents that as of this.date, no

such liability relating to this Investigation is known to themn.

Lazard and Lazard LLC agrée that all costs (as defined in the
Federal Acquisition Requlations ("FAR") § 31.205-47) incurred by or
on behalf of Lazard and Lazard LLC, and their officers, directors,
agénts and employees in connection with (1) the matters covered by
this Settlement Agreement, (2) the government's audit and
investigation(s) of the matters covered by this Settlement
Agreement, (3) Lazard and Lazard LLC's investigation and defense of
the matters covered by this Settlement Agreement and Lazard and
Lazard LLC's corrective actions of the matters covered by this
Settlement Agreement, (4) the negotiation of this Settlement
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Agreement, and (5) the payments made pursuant to this Settlement
Agreement shall be unallowable costs for government contract

acccounting purposes.

7. Continuing Remedial Measures =-- The compliance

policies and procedures that Lazard and Lazard LLC have implemented
in the Municipal Department will rémain in effect and will continue
to be enforced. Lazard LLC will also continue to hold periodic
compliance training sessions for all of its Municipal Department

personnel.

8. Effect of eement -~ This Agreement shall be
binding upon the parties hereto, their respective successors and
assigns, and will inure only to the benefit of the parties hereto,
and their respective successors and assigns, and no other person

shall be entitled to any benefits hereunder.

9. Execution in Counterparts =-- This Settlement

Agreement may be executed in counterparts each of which shall
constitute an original and all of which shall constitute one and

the same agreement.

10. Effective Date =-- This Settlement Agreément is

effective on the date of signature of the last signatory to it.
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11. No Admission -- This Settlement Agreement is entered

into for the burpose of compromise. Neither the fact of the

Settlement Agreement nor any of its provisions shall constitute an
admission by Lazard or'Lazard LLC of any facts or conclusions set
forth herein, or of cfiminal or civil liabil%ty‘ by Lazard or
Lazard LILC, or be. utilized as such by any person except as

otherwise provided in paragraph. 6 of this Settlement Agreement.

12. Signatories' Powers -- Each of the signatories to
this Settlement Agreement represents that he or she has the full
power and has been duly authorized to execute this Settlement

Agreenent.

' 13. Entire Agreement -- This writing and the release
entered into between USPS and Lazard LLC, and the settlement
agreement and release entered into between the MWRA and Lazard LLC,
and the 1letter referenced in paragraﬁh 6 of this Settlement
Agreement, constitute the entire agreement of the pérties. It may
not be modified or amended except by a written agreement

[Remainder of this page intentionally left blank.]
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signed by all the parties and specifically refers to this

Settlement Agreement.

ON BEHALF OF THE UNITED STATES
OF AMERICA

KAREN F. GREEN

Acting United States Attorney
District of Massachusetts

- BYz:

Brien T. O'Connor

David J. Apfel )
Assistant United States Attorneys
1003 J.W. McCormack POCH

Boston, Massachusetts 02109

ON BEHALF OF THE COMMONWEALTH OF
MASSACHUSETTS <

© SCOTT HARSHBARGER
Attorney General

BY:

David J. Burns

Assistant Attorney General
Office of the Attorney General
One Ashburton Place

Boston, Massachusetts 02111

BY:

WILLIAM FRANCIS GALVIN
Secretary of the Commonwealth
Securities Division

ON BEHALF OF LAZARD FRERES & CO. LLC

BY:

Melvin L. Heineman

Managing Director and General
Counsel

Lazard Freres & Co. LLC

30 Rockefeller Plaza

New York, New York 10020

Date:
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