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Dear Messrs. Michel and Bottini: 

Banca dello Stato del Cantone Ticino ("Banca Stato'') submitted a Letter oflntent on 
December 24, 2013, to participate in Category 2 of the Department of Justice$s Program for 
Non.Prosecution Agreements or Non-Target Letters for Swiss Banks, as announced on August 
29, 2013 (hereafter "Swiss Bank Program.,). This Non· Prosecution Agreement(" Agreement") is 
entered into based on the representations of Banca Stato in its Letter of Intent and information 
provided by Banca Stato pursuant to the terms of the Swiss Bank Program. The Swiss Bank 
Program is incorporated by reference herein in its entirety in this Agreement.1 Any violation by 
Banca Stalo of the Swiss Bank Program will constitute a breach of this Agreement, 

On the understandings specified below, the Department of Justice will not prosecute 
Banca Stato for any tax-related offenses under Titles 18 or 26, United States Code, or for any 
monetary transaction offenses under Title 31, United States Code, Sections 5314 and 5322, in 
connection with undeclared U.S. Related Accounts held by Banca Stato during the Applicable 
Period (the "conduct"). Banca Stato admits, accepts, and acknowledges responsibility for the 

'Caritali7.cd terms shall hnvc the meaning ascribed to them in the Swiss Ru.nk Program. 



conduct set forth in the Statement of Facts attached hereto as Exhibit A and agrees not to make 
any public statement contradicting the Statement of Facts. This Agreement does not provide any 
protection against prosecution for any offenses except as set forth above. and applies only to 
Banca Stato and does not Hpply to any other entities or to any individuals. Banca Stato expressly 
understands that the protections provided under this Agreement shall not apply to any acquirer or 
successor entity unless and until such ucquirer or successor formally adopts and executes this 
Agreement. Banca Stato enters into this Agreement pursuant to the authority granted by its 
Board of Directors in the lbrm or a Board Resolution (n copy of which is attached hereto us 
Exhibir A). 

In recognition of the conduct describi:d in this Agreement and in accordance with the 
tenns of the Swiss Bank Program, Banca Stato agri:t:s lo pay the sum of $3,393,000 as a penalty 
to the Department of Justice ("the Ocpnrtmenl"). This shall be paid directly to tht: United States 
within seven (7) days of lhc execution of this Agreement pursuant to payment instructions 
provided to Banca Stato. This payment is in lieu or restitution, forfeiture. or criminal fine 
against Banca Stato for thi: conduct described in this Agn:ement. The Department will take no 
further action lo collect any additiom1I criminal penalty from Banca Stato with respect to the 
conduct described in this Agrc:ement, unless the Tax Division determines Banca Stato has 
materially violated the terms of this Agreement or the Swiss Bank Program as described on 
pages 5·6 below. Banca Stato acknowledges that this penalty payment is a linal payment and no 
portion ufthc payment will be refunded or returned under any circumstance, including a 
determination by the Tax Division that Banca Sta lo has violatt:d any provision of this 
Agreement. Hanc11 Stuto agrees that it shall not file any petitions for remission, restoration. or 
any other assertion of ownership or request for return relating to the penalty amount or the 
calculation thcreol~ or file any other action or motion, or make any reqUt:sl or claim whatsoever, 
seeking to collutcrally attack. the payment or calculation of the penalty. Banca Stato agrees that 
it shall not assist any others in filing any such claims, petitions, actions. or motions. Banca Stato 
further agrees that no portion of the penalty that Banca Stato has agreed to pay to the Department 
under the terms of this Agreement will serve as a basis for Bancn Stato co claim, assert, or apply 
for, either directly or indirectly, any tax deduction, any tax credit, or any other offset against any 
U.S. federal, stole, or locnl tax or taxable income. 

The Department enters into this Agreement based, in pan, on the following Swiss Bank 
Program lactors: 

(a) Banca Stato's timt:ly, voluntary, and thorou~h disclosure orits conduct, including: 

how its cross·bordcr business for U.S. Related Accounts was structured, operated, 
and supervised (including internal reporting and olhcr communications with and 
among man11gcmcnt); 

• the name and function of the individuals who structured, operated, or supervised 
the cross-border business for U.S. Related Accounts during the Applicuhlc Period; 

how Aanca Stnto attracted and serviced account holders; and 
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an in·person presentation and documentation, properly translated, supporting the 
disclosure of the above information and other infonnation that was requested by 
the Tax Division; 

(b) Banca Stato's cooperation with the Tax Division, including conducting an internal 
investigation and making presentations to the Tax Division on the status and findings of the 
internal investigation; 

(c) Banca Stato's production of infonnation about its U.S. Related Accounts, including: 

• the total number of U.S. Related Accounts and the maximum dollar value, in the 
aggregate, of the U.S. Related Accounts that (i) existed on August I, 2008; (ii) 
were opened between August I, 2008, and February 28, 2009; and (iii) were 
opened after February 28, 2009; 

the total number of accounts that were closed during the Applicable Period; and 

upon execution of the Agreement, as to each account that was closed during the 
Applicable Period, (i) the maximum value, in dollars, of each account, during the 
Applicable Period; (ii) the number of U.S. persons or entities affiliated or 
potentially affiliated with each account, and further noting the nature of the 
relationship to the account of each such U.S. person or entity or potential U.S. 
person or entity (e.g., a financial interest. beneficial interest, ow£1ership. or 
signature authority, whether directly or indirectly, or other authority); (iii) 
whether it was held in the name of an individual or an entity; (iv) whether it held 
U.S. securities et any time during the Applicable Period; (v) the name end 
function of any relationship manager, client advisor, asset manager, financial 
advisor, trustee, fiduciary, nominee, attorney, accountant, or other individual or 
entity functioning in a similar capacity known by Banca Stato to be affi listed with 
said account at any time during the Applicable Period; and (vi) information 
concerning the transfer of funds into and out of the account during the Applicable 
Period, including (a} whether funds were deposited or withdrawn in cash; (b) 
whether funds were transferred through an intermediary (including but not limited 
to an asset manager, financial advisor, trustee, fiduciary, nominee, attorney, 
accountant, or other third party functioning in a similar capacily) and the name 
nnd function or any such intennediary; (c) identification of nny financial 
institution and domicile of any financial institution that transferred funds into or 
received funds from the account; and (d) identification of any country to or from 
which funds were transferred; and 

(d) Banca Stato's retention of a qualified independent examiner who has verified the 
information Banca Stato disclosed pursuant to ll.0.2 of the Swiss Bank Program. 

Under the tenns of this Agreement, Banca Stato shall: (a) commit no U.S. federal 
offenses; and (b) truthfully and completely disclose, and continue to disclose during the term of 
this Agreement. consistent with applicable law and regulations, all material infonnation 
described in Part 11.D. I of the Swiss Bank Program that is not protected by a valid claim of 
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privilege or work product with respect to the activities of Banca Stello, those of its parent 
company and its affiliates, and its oflicers, directors, employees, agents, consultants, and others, 
which infonnation can be used for uny purpose, except as olherwisc limited in this Agreement. 

Notwithstanding the tenn of this Agreement, Banca Stato shall also, subject to applicable 
laws or regulations· (a) cooperate fully with the Oepanment, the Internal Revenue: Service, and 
any other federal law enforcement agenc} designated by the Department regurding all malters 
related to the conduct described in this Agreement: (b) provide all necessary information and 
assist the United States with the drafting. of treaty requests seeking accounl information of U.S. 
Related Accounts, whether open or closed, and collect and maintain all records that are 
potentially responsive lo such treaty requests in order to facilitate a prompt response; (c) assist 
the Department or any designated tederal law enforcement agency in any invc:stigation, 
prosecution, or civil proceeding 11rising out of or related to the conduct covered by this 
Agreement by providing logistical and technical support for any meeting, interview, federal 
grand .iury proceeding, or any federal trial or other federal court proceeding; (d) use its best 
efforts promptly to secure the 11ttendance and truthful statements or testimony of any officer. 
director, employee, a~ent, or consultant or Banca Stato at any meeting or interview or before a 
fodernl grand jury or at any federal trial or other federal court proceeding regarding matters 
arising uut of or related to the conduct covered by this Agreement; (e) provide tc:slimony ofa 
competent witness as needed to enable the Department and any designated federal law 
enforcement agency to use the infonnation und evidence obtained pursuant to Banca Stato's 
participation in the Swiss Bank Program; (t) provide the Department, upon request, consistent 
with applicable law and regulation'i, all informution. documents, records. or other tangible 
evidence not protected by a valid claim of privilege or work product regard ing martcrs arising 
oul of or related to the conduct cover~d by this Agreement about which the Department or any 
designated federal law enforcement agency inquires, including the translation of significant 
documents at the expense of Bancu Stato; and (g) provide to any state law en forcemcnt agency 
such ac;sistancc as may rca.'>onably be requested in order to establish the basis for admisl>io11 into 
evidence of documents already in the possession of such state law enforcement agency in 
connection with any !:.late civil or criminal tax prm:ec:dings brought by sucll state law 
enforcement agency agaimt an individual arising out of' or related to the conduct described in 
this Agreement. 

llnnca Stato lllrthcr agrees to undertake the following: 

I. The Tax Division has agreed to spccilic dollar chreshold limitations for the initial 
produccion of transaction information pursuant lo Pan 11.D.2.b.vi of the Swiss 
Bank Program, and c;cc forth in subparagraph (c) on page 3 of this Agreement. 
Banca Stato agrees that, to the extent it has not provided complete transaction 
information, it will promptly provide the entirety of the transaction infonnation 
upon request ol'thc: ·1 ax Division. 

2. Banca Stato ugrecs to clos~ as soon liS practicable. and in no event later than two 
years from the date oft his A greemcnt, any and all accounts of recalcitrant account 
holders, as defined in Section 147 l(d)(6) of the Internal Revenue Code; has 
implemented, or will implement. procedures to prevent its employees from 
assisting recalcitrant account holders to engage in acts of further concealment in 
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connection with cloo;ing any account or transferring any runds; and will not open 
any U.S. Related Accounts except on conditions that ensure that the account will 
be declared lo tht: United States and will be subject to disclosure by Banca Slato. 

3 Banca Stato agrees to use best etTorts to close as soon as practicable, nnd in no 
event later than the four-year term of this Agreement, any und ull U.S. Related 
Accounts classified as "donnant" in accordance with applicable laws, regulations 
and guidelines, and will provide periodic reporting upon request of the Tax 
Division ir unable to close any dormant accounts within thnt time period. Banca 
Stato will only provide banking or securities services in connection with any such 
"dormant" account to the ex.tent that such services are required pursuant to 
applicable laws, regulations and guidelines. If at any point contact with the 
account holder(s) (or other pcrson(s) with authority over the account) is rc
cstablisht:d, Banca Stato will promptly proceed to follow the procedures described 
above in paragraph 2. 

4. Banca Stato agrees to retain all records relating co its U.S. cross-border business, 
including records ri:lating to all U.S . Related Accounts closed during the 
Applicable Period, for a period of ten (I 0) years from the tennination date of the 
this Agreement. 

With respect lo any inlonnation, testimony, documents, records or other tangible 
evidence provided lo the Tax Division pursuant to this Agreement, the Tax Division provides 
notice that it may, subject lo applicable law and rc:gulations. disclose such infonnation or 
materials to other domestic governmental authorities for purposes of law enforcement or 
regulatory action as the Tax Division, in its sole discretion, shall deem appropriate. 

Banca Stato's obligations under this Agreement shall continue for a period of four (4) 
years from the date chis Agreem1mt is t'i.Jlly executed. Banca Stato, however, shall cooperate 
fully with the Depanrnent in any and all matters relating to the conduct described in this 
Agreement. until the dale on which all civil or criminal examinations. investigations, or 
proceedings, including all appeals, are concluded, whether those examinations, investigations, or 
procetdings qrc concluded within the four-year term of this Agreement. 

It is understood thal if the Tax Division determines, in its suit: discretion, that: (a) Banca 
Stato committed any U.S. ft:deral offenses during the renn of this Agreement; (b) Banca Stato or 
any of its reprcscntutives have given materially false, incomplete, or misleading testimony or 
information; (c) the misconduct cKtended beyond that described in the Statement of Facts or 
disclosed to the Tax Division pursuant to Part 11.D.I of the Swiss Bank Program; or (d) Banca 
Stato has otherwise materially violated any provision of this Agreement or the tenns of the Swiss 
Bank Program, then (i) Banca Stato shal l thereafter be subjel:t to prosecution and any applicable 
penalty, including restitution, forfeiture, or criminal fine, for any federal oflense of which the 
Department has knowledge, including perjury and obstruction of justice; (ii) ull statements made 
by Banca Stato's representatives to the Tax Division or other designated law enforcement agents, 
including but not limited to the appended Statement of Facts, any testimony given by Banca 
Sta to' s representatives before a grand jury or other tribunal whether prior to or subsequent to the 
signing orthis Agreement. and any leads therelrom, and any documents provided to the 
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Department, the lmcmul R1::venue Service::, or designated law enforcement authority by Banca 
Stato shall be admissible in evidence in any criminal proceeding brought against Banca Stato and 
relied upon as evidence to support any penally on Banca Stato; and (iii) Banca St11to shall issscrt 
no claim under the United States C:onstitution, nny stntutc, Rule 410 of the Fcdernl Rules of 
Evidence, or any other federal rule that such statements or documents or any leads therefrom 
should he suppressed. 

Determination of whether Danca Stalo has breached this Agreement and whether to 
pursue prosecution or Banca Stato shall be in the Tax Division's sole discretion. The decision 
whether conduct or statements of any current director, officer or employee, or any person acting 
on behalf ot: or at the direction of, Oaoca Stato, will be imputed to Banca Stato for the purpose 
of determining whether Banca Stato has materially violated any provision of this Agreement 
shall be in the sole discreLion of the Tax Division. 

In the event that the Tax Division determines that Banca Stalo has breached this 
Agreement, the Tax Division agrees to provide Banca Slltto with written notice of such breach 
prior to instituting any prosecution resulting from such hreach. Within thirty (30) days of receipt 
of such notice, Banca Stato may respond to the Tax Division in writing to explain the nature and 
circumstances of such breach, as wel I as the actions that Banca Sta to has taken to address and 
rcmediistc the situation, which explanation the Tax Division shall consider in dctcm1ining 
whether to pursue prosecution nf Banca Stato. 

In addition, any prosccution for any offense referred to on page I of this Agreement that 
is not time-barred by the applicable statute of limitations on the date of the announcement of the 
Swiss Bank Program (August 29, 2013) may he commenced against Banca Stato. 
notwithstanding the expiration or the statute oflimitations between such date and the 
commencement of such prosecution. For any such prosecutions, Banca Stato waives any 
defenses premised upon the 1:xpiration ol' the statute of limitations, as well iss any constitutional, 
statutory, or other claim concerning pre-indictment deluy and agrees that such waiver is 
knowing, voluntary, and in express reliance upon the advice of Banca Stato's counsel. 

ll is understood that Banca Stato contends that it has jurisdictional arguments and 
defenses that it could raise to support a cl11im that it is not subject to prosecution for any criminal 
offense in the courts of the United States. By entering into this Agreement, llanca Stato does not 
prospectively waive these argumenls or defenses and it reserves the right to assert any applicable 
jurisdictional argument or defense in any future prosecution or civil action by the United States. 

It is understood that the tcnns of this Agreement. do not bind any other rederal, state, or 
local prosecuting authorities other than the Department. If requesti:d by Banca Stato, the Tax 
Division will, however, bring the cooperation ol'Banca Stato lo the attention of such other 
prosecuting oflices or regulatory agencies. 

It is tUrther understood that this Agreement and the Statement orFacts 11ttached hereto 
may be di'iclosed to the public by the Department nnd Bancu Stato consistent with Part V.B of 
the Swiss Hank Program. 
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This Agreement supersedes all prior understandings, promises 1:1nd/or conditions between 
the Department and Banca Stato. No additional promises, agreements, and conditions have been 
entered into other than those set forth in this Agreement and none will be entered into unless in 
writing and signed by both parties. 

UNITED STATES DEPARTMENT OF JUSTlCE 
TAX DIVISION 

~.a 

Seni:Af ~ernational Tax Matters 

J~-:sLJLLIVAN 
Senior Liti atio Counsel .. 

AGREED AND CONSENTED TO: 

_ gf_zo/zo1s 
Date / 

Zo AVJ11>L 201...s 
Date 

Date 

BANCA DELLO STA TO DEL CANTONE TICINO 

By: /'\. \' ttC l(j Au,.. .... .1t 'l-0 If 
FULVIO PELLI Date 

1.'1 4 Uy ,,Jf 'k:) 1r 
Date 

/f /Ill~(/ J.J I) 
Date 

cl Cantone Ticino 
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EXHIBIT A TO THE NON-PROSECUTION AGRF.EMENT WITH 

BANCA DELLO STATO DEL CANTONE TICINO 

STATEMENT OF FACTS 

IN'fRODUCTION 

1. Aanca dcllo Stato dcl Cantone Ticino ("Banca Stato" or the ''Rank") is a cantonal 
hank. hcall<1uartered In llcllinzonu. 'iwitzerland. Banca Smto was cswhlishcd in 
l'Jl5 as an autono111011s cntit)' ol public lnw under the Camonal l\c1 011 the Ticino 
C.nnwmil Bank. The ~hnrcs o r thi: B:mk nre 100% owned by the ltepublic and 
Canion ofTicino ("Canton Ticino"). 

2. I he Uank'-t st;\lnlnr}' purpose 1s 10 promolc cconunm; Jc\'dopmcnl 111 C.:nnrun 
I i\!itlll nml lo pnwid~ hu11J.1ng ">Cn·iccs to the t'imton's popul11tlon I he Bunk's 
d1cutclc consists large I) nflocal 111d1\'iduals and small to mcdium-s11cd 
cnicrprisc-; inc 'nntcm 'I h;1110 10 which 1hi: Bonk ofli!rs rctnil n11tl curpcmuc bnnking 
services and grants credils and mortgages. 

J. l'hc legal hlblS ullow111g the Bank to engage 111 • pnvmc b1111k111g" serv1"c~ w1~ 
ucutctl w 201M The H:1nk hus opemh:d ii husm~ ... unit tu c,11cr to tugh nct worth 
ind1\'idu.tls :,mcc only 2010 I Jp lo that datc, thl! B;mk operated almu~t cxc.:lus1vely 
as a retail bank. 

4. Ourmg the period August I . 2008 to the present (the "Applicable Period"), Banca 
Stato operated hranchcs in Bcllinzona, Lugano, Locarno, and Chiasso, nnd had 
representative offices in thirteen towns. The Bank has never had branches or 
offices outside Canton T1cino At the ..:ml of2014. the £lank had approximately 
450 full-time employees and :69.6 billion of ussets under management. 

5 Ouring the Applicable Period, R11nca Stato's total assets under management had 
a maximum value of$10 billion, including 187 U.S. Related Accounts, as defined 
under the Swiss Bank Program, with an aggregate maximum halance of 
npproxima1ely $137 million. Of these US. Related Accounts, 174 accounts with 
an aggregate maximum balance of approximately $130 million had U.S. beneficial 
owners. l'his latter figure represented approximately 1.3% of the aggrcgatt: 
maximum halance of the flank's total assets under munagcmcnl during the 
Applicable Period. 

U.S. INCOME TAX & REPORTING OBLIGATIONS 

6. U.S. citizens, resident aliens, and legal perm1ment residents have nn obligation to 
report ell income camcd from foreign hank accounts on their tax returns and to pay 
!he taxes due on that income. Since tax year 1976, U.S. citizens, resident aliens, and 
legal permanent residents have had an obligation to report to the Internal Revenue 
Service ("IRS") on the Schedule B of a U.S. Individual Income Tax Return, Form 
1040, whether that individual had ll financial interest in, or signature authority over, a 
financial account in a foreign country in a particular year by checking "Yes" or "No" 
in the appropriate box and identifying the country where the account was maimained. 
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7. Since 1970, U.S. citizens, resident aliens, and legal permanent residents who have had 
a financial interest in, or signature authority over. one or more financial accounts in a 
foreign country with an aggregate value of more than $I 0,000 at any time during a 
particular year were required to file with the Department of the Treasury a Report of 
Foreign Bank and Financial Accounts, FinCEN form t 14 (the "FBAR," formerly 
known as Form TD F 90-22. t). The fBAR was due on June 30 of the following year. 

8. An "undeclared account" was a finam:ial account owned by an individual subject to 
U.S. tax. and maintained in a foreign country that had not been reported hy the 
individu11.I account owner to the U.S. government on an income tax return and an 
FBAR. 

9. Since 1935, Swiu~rland has maintained criminal laws that ensure the secrecy of client 
relationships at Swiss banks. While Swiss law permits the exchange of information in 
response to administrative requests made pursuant to a tax treaty with the United 
States and certain legal requests in cases or tax fraud, Swiss law otherwise prohibit~ 
the disclosure ofidentifying information without client authorization. Because of the 
secrt:cy guarantee that they created, these Swiss criminal provisions have historically 
enabled U.S. clients to conceal their Swiss bank accounts from U.S. authorities. 

to. In or about 2008. Swiss bank UBS AO ("UBS") publicly announced that it was the 
target ofa criminal investigation by the !RS and the United States Department of 
Justice and that it would be exiting and no longer accepting certain U.S. clients. On 
February 18, 2009, the Department of Justicc and UBS filed a deferred prosecution 
agrecmcnt in the Southern District ofFlorida in which UBS admitted that its cross
border banking business used Swiss privacy law to aid and assist U.S. clients in 
opening and maintaining undeclared assets and income from the IRS. Since UBS, 
several other Swiss banks have publicalty announced that they w1.:rc or are the targets 
of similar criminal investigations and that they would likewise be exiting and not 
accepting certain U.S. clients. These cases have been closely monitored by banks 
operating in Switzerland, including Banca Stato, since at least August of 2008. 

QUALlFIED INTERMEDIARY AGREEMENT AND ITS ROLE IN NON
COMPLIANT U.S. RELATED ACCOUNTS 

11. In 200 I, Banca Stato 1.:ntered into a Qualified Intermediary Agreement with the IRS, 
To comply with the responsibilities as a Qualified Intermediary. the Bank created 
forms to be completed by each account holder subject to U.S . withholding tax. In 
200 I, the Bank issued an internal directive prohibiting U.S. persons without a F'onn 
W-9 on tile with the Bank from buying U.S. securities. The Hank also barred 
transaction orders on any securities front U.S. client<; where such order originated 
from the United States 

12. Prior to 201 \,the Bank•s relationship managers were not instructed to, and did not. 
evaluate or screen incomin~ U.S. clients for U.S. tax compliance status. At that time, 
more than 70 percent of the assets under management related to U.S. account holders 
who ho.d not provided a Form W-9 to the Bank 

13. Oeginning in June 2011, the Bank sent t1 letter to all U.S account holders 
requesting that they submit a Form W-9 to the Bank. The Bank further advised 

!>age: 2 of 5 

\ ~. 



that unless it received documentation that an 11ccount was, or had become tax 
compliant hy July 31, 2011, the eccount would he dosed 

14. But Banca Stato did not fully implement these measures, and as a result, the Bank 
continued to service some t:xisting U.S. dicnts that had not declared their accounts to 
the IRS or submitted a Furm W -9 to the Bank. In addition, Banca Stato opened some 
new accounts for U.S. persons without requiring il signed Form W-9. 

OVF.RVIEW 01''THE BANK'S U.S.CROSS-BORDER BUSINESS 

15. During the A pplicablc Period, Banca Stato provided retail banking, corporate 
banking, asset munagcmcnl, and private banking services. The Bank did not have a 
specinlii:ed U.S. desk nor did it structure, operate, or supervise its U.S. Related 
Accounts in any way different or separate from its non-U.S. Related Accounts, except 
for reasons related lo the QI Agreement. The Hank's board of directors, executive 
management. and heads of various business units structured, operated, and supervised 
the Rank's client-facing business generally. 

16. Until 2011, when the Bank sought 10 attract tax-compliant U.S. clients, the Bank had 
no specific strategy aimed al acquiring U.S. clients nor did it engage in marketing 
efforts aimed toward U.S. clients. Most of the Bank's U.S. clienrs were primarily 
citizens and residents of the Uniced States who lived full or pan time in the Ticino 
region or had other connections to Switzerland, and who came to the Bank for 
services on their own initiative or through referrals. Banca Stato also acted as a 
custodian with respect to some U.S. client accounts managed by eKtemal asset 
managers. Until 2011, the Bank's account opening documentation. and its policies 
and agreements. were wrinen only in Italian, and the Bank has not generally been 
equipped to service or attract non-Italian speakers 

17. !n 20 t 1 Banca Stato implemented a project that it called "Colombo" lo change the 
manner in which handled U.S. clients. The Bank. recogniled both risks and rewards 
of handling U.S. clients. As to the former, the Bank recognized that "{w]e can no 
longer have clients who are U.S. Persons who have not signed the W-9 fonn." But 
the Bank also recognized an opportunity to attract new U.S. clients because many 
Swiss hanks declined to service U.S. persons from Ticino and the Bank perceived "a 
huge demand from fully tax-compliant U.S. Persons ... attracted by the brand 
BancaSlato (especially because we have no branches in the US)." Banca Stato 
believed it could attract fully tax-compliant U.S. customers with minimum assets 
under managt?ment of CHF I million. 

18. The Bank entered into a relationship with a Lugano-based U.S. Securities and 
Exchange-registered investment advisory firm to panner in attracting U.S. persons 
living and working in the Ticino region who could not open or maintain accounts at 
other institutions. The Bank paid the !inn a one-time finder's fee ur0.5% on the new 
incoming funds. Under this arrangement, the Bank intended to accept only accounts 
of U.S. persons that submitted a Fonn W-9. Despite the Bank's decision to refuse to 
open new accounts of U.S. persons without a Form W-9, it did not always adhere to 
this policy 
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19. U.S. persons with accounts at Banca Stato were serviced either by the Bank's retail 
banking group or by its private banking group. Both these groups serviced clients 
through relationship managers. The Bank assigned a relationship manager to each 
client. whether it was a retail banking client or a private banking client. Relationship 
managers in the retail banking group managed appro"imately 1,000 accounts. 
Relationship managers in the private banking group managed approximately 200 to 
JOO accounts. Relationship managers in the private banking group created a profile 
for each client and documented minutes of meetings and telephone calls. By contrast. 
relationship managers in the retail banking group rarely had contact with their clients. 

20. Approximately 60 relationship managers from both the retail banking and private 
banking groups managed U.S Related Accounts. With some e><ccptions, each 
relationship manager was assigned only a few U.S. Related Accounts. In several 
instances, U.S. Rt:lat~d Accounts were shifted among several relationship managers 
during the existence or an account. There were instances where relationship 
managers emailed clients in the U.S. regarding bank and investment matters, but no 
Bank employee!\ ever traveled to the United States to solicit clients, service clients, or 
provide clients with investment advice. 

21. Banca Stato was aware that U.S. taxpayers had a legal duty to report to the IRS and 
pay tues on the basis of all of their income, including income earned in accounts that 
the U.S. taxpayers maintained al the Bank. Despite this. the Bank opened and 
serviced accounts for U.S. clients who the Bllllk knew or had reason to know were not 
complying with their U.S. income tax obligations. With the knowledge that Swiss 
banking secrecy laws would likely prevent the Bank from disclosing their identities to 
the IRS, some U.S. clients of the Bank filed false and fraudulent U.S. Individual 
Income Taic Returns, Forms 1040, which failed to report their undeclared accounts 
and the related income. Some or the Bank's U.S. clients also failed to file and 
otherwise report their undeclared accounts on FBARs. 

22. Banca Stato offered a variety of traditional Swiss banking services that it knew would 
and in ccnnin instances did ossisl U.S. clients in concealing assets and income from 
the IRS. One such service was hold mail, pursuant to which the Bank would hold llll 
mail com:spondence for a particular client at the Bank, Approximately 28% of its 
U.S. clients used hold mail services. The Bank also offered code name or numbered 
account services. These services collectively allowed U.S. clients to conceal their 
identities and minimize the paper trail as.c;ociated with the undeclared assets and 
income they held at Banca Stato in Switzerland. 

23 . ln addition tO the above-described conduct. the Bank employed a variety or other 
means or ~onduct that it knew or should have known would assist U.S taxpayers 
in concealing lheir Banca Stato accounts, including by : 

a) in at least seven instances. opening accounts for U.S . taxpayers who had 
left other banks being investigated by the U.S. Department of Justice 
without ensuring that each such account was comp liant with U.S tax law 
from their inception al Banca State; and 

b) in at least four instances. allowing U.S. clients to direct repented wire 
transfers between $9,000 and $9,900 in an effort to conceal their Swiss 



bank accounts from U.S. authoriLies. 

MITIGATING FACTORS 

24. In April 2012, the private banking group implemented a procedure to freeze U.S. 
Related Accounts deemed to be noncompliant. That freeze could not be undone 
without the consent of the head of the private banking group. Relalionship managers 
were reminded to actively pursue a signed Fonn W-9 from the Bank's U.S. clients or 
to close the clients account if one was not provided. The freezing of accounts was 
systematically implemented and some accounts were closed. 

25. Jn 2013, the Bank adopted procedures to refrain from opening new accounts for any 
client absent proof of tait compliance, where cenain indicia of noncompliance wen: 
present, including the use or certain foreign domicile companies or substantial cash 
deposils. In addition, in preparation for compliance with the U.S. Foreign Account 
Tax Compliance Act ("'FATCA"), the Bank required existing U.S. clients lo provide 
proof of their U.S. tnx compliance by signing a FA TCA reporting consent form. 
Since 2013, new and existing U.S. Related Accounts have been subject to procedures 
implemented in connection with FATCA. 

26. Throughout its participation in the Swiss Bank Program, Bllnca Stato committed to 
providing full cooperation to the U.S. government and has made timely and 
comprehensive disclosures regarding its U.S. cross-border business. Specifically, lhe 
Bank, wilh the assistance of U.S. and Swiss counsel, outside information technology 
support, and in compliance with Swiss law has: 

• conducted an internal invesligation which included: (a) interviews of key 
relationship managers, supervisory n:lationship managers and members of 
management; (b) reviews of client account files and correspondence; {c) analysis 
of relevant management policies; and (d) review of email; 

• reviewed U .S. Related Accounts to determine whether any accounts would 
suppon treaty requests; 

• described in detail the structure of its cross-border business with U.S. persons. 
including: {a) the policies concerning U.S. account holders effective during the 
Applicable Period: and {b) a narrative description of the arrangemenls for 
externally managed U.S. Related Accounts; 

• provided a list ofthc names and functions of fourteen individuals and one 
company who structured, operated. or supervised the cross-border business, 
provided infonnation concerning the functions and roles of ils relationship 
managers. and provided information on the structures of its rela[ionships with 
external asset managers; and 

• sought and obtained client waivers of Swiss banking secrecy for certain U S. 
Related Accounts, and encouraged existing and prior holders of U.S. Related 
Accounts to disclose their accounts to the IRS through the Offshore Voluntary 
Disclosure Program. 
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EXHIBIT BTO THE NON-PROSECU noN ACREEMENl' 

WITH BANCA DELLO STA TO DEL CANTONE TICINO Belllnzo•1 

Rt:SOLUTION OF THE BOAR0 OF DIRECTORS 

At a duly convened mealing held on 17 August 2015. the Board of Directors (the 
"Board") of Banca dello Stato del Cantone Ticina Bellinzona (the ~aank") takes note of the 
following· 

The Board decided In December 2013 that the Bank would participate In 
the Program for Non·Prosacutlon Agreements or Non· Target Letters for 
Swiss Banks, dated 29 August 2013 (the "US Program"). It submitted on 
20 December 2013 a Letter of intent lo the US Department of Justice 
rooJ") Indicating Its interest to participate as a categ<iry 2 bank In the US 
Program. 

The Joint Statement between the DoJ and the Swiss Federal Department 
of Finance. Swiss banks have been encouraged by both the Swiss 
Government and the Swiss Financial Market Authority FINMA lo participate 
in the US Program. 

The DOJ proposed to the Bank a non-prosecuUon agreement (the "NPA") 

The Management of the Bank seeks the authorization from the Board to 
sign the NPA on behalr of the Bank 

The Board hereby resolves that 

1 The Board of the Bank has reviewed the entire Agreement attached hereto, 
including the Statement of Facts attached as Exhibit A lo the Agreement. 
including to pay a sum of USO 3'393'000.00 to the OOJ in connedlon 
with the Agreement; 

2 Fulvio Pell! Chelnnan of the Board of Directocs and Bernardina Bulla Chier 
Executive Officer of the Bank are hereby jointly authorized to execute the NPA 
on behalf of tha Bank (lhe "Authorized Slgnalorles") substantlally in &uch fo"" 
as reviewed by this Board wilh such non-material changes as the Authorized 
Signatories may approve; 

3 Both Scott Michel, Caplin & Drysdale, and Paolo Boltlni, Bar & Karrer Ltd., 
are enllUed to sign the NPA as addibonal signatories (the "Additional 
Signatories"); 



4 The Board hereby authorizes, empowers and directs lhe Authorized Signatories to 
take. on behalf of lhe Bank. any end all ectlol\S as may be necessary or 
appropriate. and to approve and execute the forms, terms or provisions of any 
agreement or other document, as may be necessary or appropriate to cany out 
and effectuate the purpose and intent of the foregoing resolutions: end 

5 All of the actions of the Authorized Signatories and the Additional Signatories 
which have or will be taken In connection with the NPA are hereby ratified, con· 
firmed. approved and adopted as actions on behalf of the Bank. 

IN WITNESS WHEREOF the Board of Directors of lhe Bank has executed this 
Resolution. 

Fulvlo Pelll 
Chalnnan 
Board of Directors 


