
























clients to the Bank received lee retrocessions, but none was specificully incentivized for 
introducing U.S. Related Accounts. 

25. Certain of the Bank's relationship managers with responsibility for U.S. Related 
Accounts either knew or had reason to know that some U.S. Related Account Holders were not 
in U.S. tax compliance. ror example, in December 2008 an account holder at UBS contacted a 
relationship manager at the Bank indicating that he wished to transfer his account to the Bank, 
and the Bank subsequently opened an account for that account holder. In another instance, in 
2009, a relationship manager was aware that a U.S. Related Account Holder did not want to 
disclose his account to the IRS and was looking for banks in countries outside Switzerland to 
hold his assets. 

26. In another instance, in 2009, the Bank openc:d three new accounts for a non-U.S. 
insurance comp<my. with respect to three insurance policies the holders of which were U.S. 
persons (so-called "insurance wrapper" accounts). These accounts received the check proceeds 
from the closure by the Bank of three substantially identical accounts opened for the same 
insur11nce company where the U.S. persons had been identified as the underlying beneficiaries on 
Form A. These three insurance wrapper accounts enabled these three U.S. persons to conceal 
their respective beneficial interest in the assets held al the Bank. 

27. The Bank was aware that U.S. taxpayers had a legal duty to report to the IRS and 
pay taxes on the basis of all of their income, including income earned in accounts maintained at 
the Bunk. Nunetheless, during the Applicable Period the Bank opened, serviced and profited 
from nc<:ounts in connection with the conduct described above. Certain of the Bank's 
relationship managers, and therefore the Bank, either knew or had reason to know it was likely 
that some U.S. Related Account Holders were maintaining undeclared at the Bank in 
violation of U.S. law. 

28. While using the services described above, and with the knowledge that Swiss 
banking secrecy laws would prevent the Bank from disclosing their identities to the IRS, some of 
the Bank's U.S. Related Account Holders failed to report their accounts to the IRS on their 
income lax returns and/or FBARs. 

Qualified Intermediary Agreement and Its Role in 
Non-Compliant U.S. Related Accounts 

29. In :!00 I, the Bank entered into a Qualified Intermediary Agreement ("QI 
Agreement") with the IRS. The Qualified Intermediary regime provided a comprehensive 
framework for U.S. information reporting and tax withholding by a non-U.S. financial institution 
relating to U.S. securities. The QI Agreement wms designed to help ensure lhat, with respect to 
U.S. securities held in an account at the Bank, non-U.S. persons were subject to the proper U.S. 
withholding tax rates and that U.S. persons were properly paying U.S. tax. 

30. The QI Agreement took account of the fact that the Bank, like other Swiss banks, 
was prohibited by Swiss law from disclosing the identity of an account holder. In general, ifa 
U.S. account holder wanted to trade in U.S. securities and avoid mandatory U.S. tax withholding, 
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the agreement required the Bank to obtain the con.sent of the nccount holc.ler to disclose the 
client's identity lo the IRS. 

31. Pursuant to its interpretation of the terms of the QI Agn:emenl, the Bank's view 
was that the QI Agreement did not apply to (a) account holders who wen: not trading in U.S. 
based securities, and (b) accounts that we!e held in the name of a non.U.S. based entity. As a 
result, the Bank did not put in place al'rnngcments to ensure the filing of IRS Forms 1099 for n 
number of U.S. Related Accounts. 

32. Until June 2009, and consistent with Swiss banking practice generally, the Bank's 
policies nllowed U.S. persons to decline to sign an IRS form W-9 on the basis that they did not 
and would not own U.S. securilies or related assets. Such account holders had the option to sell 
nil U.S. securities and to instruct the Bank not to disclose their identity to the IRS or, if they 
wished not to sell their U.S. assets, to instruct the Bank not to disclose their identity to lhe IRS 
and to apply n 31 % withholding tax on the income derived from such U.S. assets. While there 
were no instances in which the option lo apply such a withholding tax was selected by any U.S . 
Related Account Holders, the Bunk had reason to know that certain U.S. persons during the 
Applicable Period used trusts, foundations, and other corporate bodies to avoid reporting under 
the IRS Qualified Intermediary Program. 

33. The Bank, like other Swiss banks, continued in the Applicable Period to service 
U.S. customers in this way without disclosing their identity to the IRS. 

l{cmcdlnl Measures 

34. In 2008, the Bank's management undertook a thorough review of the Bank's 
position with respect to U.S. Related Account Holders to improve and enhance its controls over 
accounts, account documentation, and tax compliance in that regard. Recognizing that certain 
accounts hod been opened under prior policies, including certain U.S. taxpayer accounts that 
might not have been disclosed to the IRS, the Bank instituted a legacy account remediation 
project. This led to a series of steps being undertaken by the Bank. 

35. Jn Murch 2009, Schroder Bank imposed the travel ban to the U.S. referred to 
above. In June 2009. the Bank decided to terminate nil relationships with U.S. Related Account 
Holders who would not provide a Form W-9. In July 2009, the Bank implemented this decision 
by sending a letter to (i) all clients resident in the U.S., with certain limited exceptions (e.g., if 
the account was dormant), and (ii) all other clients having 11 U.S. connection who did not have a 
Fonn W-9 on file. U.S. Related Account Holders were asked to submit a Form W-9 within 60 
days; the Bank terminated the accounts of those account holders who refused to do so (with 
exceptions granted, for example, only if the U.S. Related Accounts were dormant). 

36. In the 2009 letter to those clients, Schroder Bank specifically recommended chat 
those account holders who were non-compliant as to any U.S. tax obligations should consider 
participating in an IRS Offshore Voluntary Disclosure Program ("OVDP"). The Bank offered 
assistance such as providing copies of the necessary bank documents, including asset and income 
statements for prior years. Since 2009, aside from dormant accounts where the Bank was unable 
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to contact an account holder or accounts that are closed, nearly all of the Bank's non-compliant 
U.S. Related Account Holders elected to enter the OVDP and other IRS approved disclosure 
progrmns after being contacted by the Bank. 

37. Afier the exit of U.S. Related A1.:count Holders in 2009, the Bank accepted new 
U.S. Related Account Holders only if, among other things, they signed n Fonn W-9. 

38. Since entering the Swiss Bank Program on December 23, 2013, Schroder Bank 
has cooperated fully with the Department. The Bank has conducted an internal investigation and 
provided comprehensive materials to the Department relating to the actions of the Bank before 
nnd during the Applicable Period and its U.S. Related Accounts. These materials included a 
detailt:d description of the business source of these nccounts, the Bank's communicutlons with 
uccount holders, and transactional information concerning the movt:mt:nl of funds in and out of 
these accounts. Further, the Bnnk has expended considerable efforts lo encourage account 
holders to participate in the OVDP and other IRS approved disclosure progrnms, nnd the Bonk 
has obtained waivers from numerous account holder~ to permit complete disclosures of account 
information and to facilitate the work of the Department and the IRS. The Bnnk hns also assisted 
the Department of Justice in the formulation of requests for information under the 1996 
Convention between the United Stales ol' America nnd !he Swiss Con federation for 1he 
Avoidance of Double Taxation with Respect to Taxes on Income for, among other things, the 
identities of U.S. account holders. 

39. The Bank has conducted an extensive program to ensure its ongoing compliance 
with the U.S. Foreign Account Tnx Compliance Act (FATCA). 
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EXHIBIT B TO NON-PROSECUTION AGREEMENT 

Resolution of the Board of Directors of Schroder & Co. Bank AG 

WHEREAS, Schroder & Co. Bank AG (the Bank) has participated in Category 2 of the Program 
for Non-Prosecution Agreements or Non-Target Letters for Swiss Banks (the U.S. Program) 
announced on August 29, 2013 by the United States Department of Justice (the OoJ); 

WHEREAS, the OoJ has confirmed to the Bank that It may enter into a Non-Prosecution 
Agreement (the Agreement) as a result of its compliance with the requirements set forth in the 
U.S. Program: 

WHEREAS, the Bank's Board of Directors (the Board) has reviewed a draft of the Agreement, 
in the form tabled to the meeting, including a draft of the statement of facts to be attached as 
Exhibit A to the Agreement (the Statement of Facts); and 

WHEREAS, the Bank's U.S. and Swiss counsel have advised the Board of the Bank's rights 
and obligations under, and the consequences of entering into, the Agreement; 

At a duly convened meeting held on August 19, 2015, the Board unanimously resolved as fol

lows: 

1. that the entry by the Bank into the Agreement, substantially in the form as made available 
to the Board, and the payment by the Bank of a sum of USO 10,354,000 to the DOJ pur
suant to the Agreement, are herewith approved; 

2. that Adrian Noesberger and Oliver Oexl (each an Authorized Signatory) are hereby 
authorized, acting jointly, to execute and deliver the Agreement in the name and on be
half of the Bank, substantially in the form as reviewed by the Board, with such amend
ments as the Authorized Signatories may, acting jointly, approve: 

3. that Scott D. Michel andfor Mark E. Matthews, of Caplin & Drysdale, Chartered, are here
by authorized to execute and deliver, as additional signatories (the Additional Signato
ries) and in their capacity as the Bank's U.S. counsel, the Agreement as executed by the 
Authorized Signatories: 

4. that the Board hereby further authorizes, empowers and directs the Authorized Signato
ries, acting jointly, to take or cause to be taken any and all such further actions, to exe
cute and deliver or cause to be executed and delivered all such other documents, certifi
cates, instruments and agreements, and to make such filings, to incur and pay all such 
fees and expenses and to engage in all such acts, in the name and on behalf of the Bank, 
as each in his judgment determines to be necessary, desirable or advisable to carry out 
fully the intent and purposes of the foregoing resolutions; and 



6. that all of the actions of the Authorized Signatories and the Additional Signatories are 
hereby ratified, confirmed, approved and adopted as actions on behalf of the Bank. 

IN WITNESS WHEREOF, the Board has executed this resolution on th of August 2015. 

Philip Mallinckrodt Michael Kiepert 
Chairman of the Board of Directors Secretary of the Board of Directors 


