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Denr Mr. Rubin:;un: 

St. Galler Kantonalbank AG ("SGKB") submilled a T .cllcr orTntcnl on Dcccmhcr 23, 
2013. to pm1icipnte in Category 2 of the Department of Justice's Program for Nun-J1rosec11tion 
Agreemcnti; or Non-Targc1 Letters for Swiss Bonks, as announced on August 29, 2013 (hereafter 
.. Swiss llank Program"). This Nun-Prnsccutinu Agreement (''Agreement") is entered into based 
on the representations of SGKB in its Letter of Intent and infonnation provi<lt:d by SGKTI 
pu1·1man1 to the terms of the Swiss Bnuk Program. The Swiss Bank Progrnm is incorporated by 
rt:fenmce lu:rein in its entirely in th is Agreement 1 Any violation by SGKB of the Swiss Bank 
Prognun will constitute a breach ofthi<s Agreement. 

On the understundings specified below, the De1iarhnenl of Justice will not prosecute 
SGKB for any tax-related otfcnse.s under Titles 18 or 26, United Stutes Code, or for uny 
monetary tra11saclio11 offenses under Title 31, United States Code, Sections 5314 and 5322, in 
coruteclion with umle-.;lnred U.S. Related Accounts held by SGKH dudng the Applicahle Period 
(the "conduct"). SGKB udmits, uccepts, uml m;knuwlc<lges !'esponsibilily fo1· the conduct set 
forth in the Statement of Facts attached hereto ns Exhibit A and agrees not to muke uny public 
stntemenl contradicting the Statomont of Facts. Thi.'1 Asrcemcnt docs not provide any protection 
against prosecution for any offenses except as set forth above, and ap1llies only to SGKR and 
docs not apply to any other entities or to nny individunls. SGKil expressly unde1·stands that the 
protections provided under this Agreement shall not apply to nn>' acquireL' or successor entity 
unless ancl until such acquiror rn· successor formally adopts and executes this Agreeme.nt. SGKB 

1 Capitnlb:cd term.~ ~hall have the men11ing 11.~cribed 10 lhem in the Swiss Dank Program. 



• 

enters into this Agreement pursm111t to the authority granted by its Board of Directors in the form 
ofa Roard Resolution (a COf)Y of which is attached hereto as F.xhihit R). 

Tn recognition of the conduct descrihed in this Agreement am.I in accorclance with the 
ternu; of the Swiss Bank Program, SGKn agrees lo pay the sum tlf:$9,481,000 as 11 pe1111lty to the 
Department of Justice ("the Department"). This shall be paid directly to the United States within 
seven (7) days of the execution of this Agreement pursuant to payment instructions provided to 
SGKB. This payment is in lieu of restitution, forfeiture, or criminal fine against SGKil forLhe 
conduct described in this /\greemenl. The Depnrtrnenl will take no further uction to collect uny 
additionnl criminnl penalty from SU.KH with respect to the conduct described in this Agreement, 
unless the Tax Division dctcm1incs SGKB has matcl'ially violated the terms of this Agreement or 
Liie Swiss Bank Program as described on pages 5-6 below. SGKB acknowledges that thi.s 
pennhy pnymenl is 11 llnal puyment and 110 portion oft he paymenl will be reli.111ded or returned 
under nny circumstance, inc1u<ling a determinntion by the Tux Division that SGKB hos violqted 
nny provision of this Agreement. SGKB ngrccs l11at it shall not file ony petitions for remission, 
resloration, or any other assertion of ownorsh ip or request for return relating to the penally 
nmuunl or the cul<;ulaliun thereof, or file any other aclion or muliun, or make uny rel1uesl or 
claim whatsoever, seeking to collnternlly attack the payment or cnlcnlntion of the penalty. 
SOKB agrees that it shall not assist any others in filing any such claims, petitions, action!'!, or 
motions. SGKH further agrees that no 11011ion of the penalty that SGK H has agreed to pay lo the 
Depnl'tment under the terms of this Agreement wi II serve as n basis for SGKB to claim, assert, or 
apply for, either directly or indil'ectly, nny tnx deduction, any tax credit, or any other offset 
against any lJ.S. federal, stale, or local tax or taxable income. 

The Departmenl enlers into this Agreement based, in part, nn the following Swiss nank 
Progrmn factors; 

(u) SGKB 's timely, voluntnry, uml lhorvugh disclosure uf its conduct, including: 

how its cross-border business for U.S. Related Accounts wns structured, operated, 
and supervised (including intenml repo1ting nnd other communicntions with and 
amnng management); 

the name and function of the individuals who structured, operated, or :mpervised 
the cross-border business for I J.S. Reluted Accounlli during lhe J\.pplicuble Period; 

how SUKU attracted Hnd serviced account holders; and 

an in-person presenbllion und documentntion, properly translated, supporting the 
disclosure of the above information ond other inforn111tion that was requested by 
the Tax Division; 

(h) SGKR's coopcr"ation with the Tax Division, including conducting an internal 
investigalion and making presentations to the 'J'ax Division on the stalus and findings of the 
internal investigation; 
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(c) SGKB's production of infonnntion nbout its U.S. Related Accounts, incl11ding: 

• the total number of U.S. Relnted Accounts nnd the maximum dollnr vnJue, in the 
aggregate, of the U.S. Related Accounts that (i) existed on August I, 2008; (ii) 
were~ opened between Augm:;t I, 2008, and February 28, 2009; and (iii) were 
opened nfter J<'cbnmry 28, 2009; 

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

upon execution of the Agt'Cement, as to each account that was closed during the 
Applicable Period, (i) the maximum value, in dol lnrs, of each account, during the 
Applicahlc Period; (ii) the munber of U.S. persons or entities nffilinted 01· 

potentially aflilialed with each account, and further lll)ling 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, bcncticial iJ1tercst, ownership, or 
signature authority, whether directly or indirectly, or other authority); (Ui) 
whether ii wus held in lhe nume of nn indi\'idunl or an entity; {iv) whether it held 
U.S. securities at any time during the AppliCflble l'eriod; (v) the nnme und 
function of any relationship manager, client advisor, asset mRnagcr, fi111mci11I 
nd\'isor, trustee, fiduciary, 110111i11ee, attomey, accountant, or other individual or 
entity functioning in 11 similar cupucity known by SGt< I\ lo be affilinted with sui<l 
account at any time during the Applicable Period; and (vi) infonnntion concerning 
the transfer of funds into and out of1hc account during tl1c Applicable Period, 
including (a) whether funds were deposited or withdrawn in cash; (b) whether 
fiinds were transfen·ed through 1111 interme<.linry (including but not limited to un 
asset manager, financial advisor, trustee, fiducia1y, nominee, attomey, accountant, 
or other third party functioning in a similar capacity) and the n11111e and function 
of any such intennediary; (c) identilic11tion uf uny finuncinl institution and 
domicile of nny financial institution thnt tr11nsfurred tilnds into or received fonds 
from the account; and (d) identification of any country to or from which fnnds 
were trnnsfened; and 

(d) SGKB's retention of n qualified independent examiner who hm; vtirilied the 
information SGKB disclosed pursuant to Part 11.D.2 of the Swiss Bnnk Prognun. 

Under the terms of this Agreement, SGKB shnll: (a) commit no U.S. tedernl offenses; 
nnd {b) truthfi1lly and con1plctcly disclose, and continue to disclose during the term of this 
Agreement, consistent with upplicRble law and regulations, all material information described in 
Part Jl.D. I of the Swiss Bnnk. Progrum lltal is not protected by 11 vulid cluim of privilege or work 
product with respect to the activities ofSGKB, those of its ptlrent compu11y uncl its utliliales, un<l 
its officers, directors, employees: agents, consultants, and ot11cn1, which infonnation can he used 
for uny purpose, excepl m; otherwise limited in this Agreement. 

Notwithstanding the tenn of this Agreement, SGKB shall also, suhject lo applicable laws 
or regulations: (a) cooperate ti11ly with the Depm1ment, the lnternul Revenue Service, and nny 
other federal law enforcement agency designated by the Department regarding all matters related 
to the conduct described in this Agreement; (h) llrovide all necessary info1111atio11 and assist the 
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U11ited States with the drafting of treaty requests seeking account information of U.S. Reluled 
Accuunls, whether open or closed, and collect and maintain ull records thut nre potentiully 
responsive to such treqty requests in order to focili111te n prompt response; (c) assist the 
Dcpa11111cnt or any designated fcdcrnl lnw enforcement agency in any investigation, prosecution, 
or civi I proceeding arising out of or related to the conduct covered by this Agreement by 
pl'Oviding logistical and technical support fol· any meeting, interview, fede1·aJ grnndjury 
proc.eeding, or any federal tr in I or other federal court proceeding; (d) use its best efforts promptly 
to secure the attendance nnd truthful stntements OI' testimony of any officer, director, employee, 
11gcnt, or consultant of SGKH at any meeting or interview nr before a federal grand jury or at any 
federal trial or other foderc1J court proceeding regarding m:tlters arjsing out of or relnted to the 
conduct covered by this Agreement; (e) provide testimony ofa com11etent witness as needed to 
enable the Department and any designated :federal law enforcement agency to use the 
information and evidence obtained pursuant to SGKil's participation in the Swiss Bank Progr11m; 
(f) provide the I >epurtmenl, upon reqm:sl, cunsislenl with npplic11ble lnw nad regulations, nll 
infonnntiou, documents, records, or other tangible evidence not protected by a valid claim of 
privilege or work product regarding mnttcrs arising out of or related to the conduct cove1·ed by 
this Agreement about which the De11artme11t or any designated federal law enforcemtml ugency 
inquires, including the tntnslntiun of signifitanl documents af the expense of SGKB; nnd (g) 
provide to any state law enforcement agency such nssistancc as may reasonably be requested in 
order to establish the basis for admission into cvidcucc of documents already in the possession nf 
such slule luw enforcemenl ngency in cormectiou witlt ony stale civil or criminul lax proceedings 
brought by such stute law enforcem~nl ugency uguinst un individual nrising out of or rcl11tcd to 
the conduct described in this Agreement. 

SGKB further agrees to undertake the following: 

I. SGKB agrees. to the ex.tent it has not provided complete transaction information 
pnrsuanl to Part 11.D.2.b.vi of the Swiss Bank Program, an<l set forth in 
subp11rugrnph (c) on pages 2-3 ufthis Agreement because the Tnx Division has 
Rgrccd to specific dollnr threshold limitations for the initial prnduction, SGKB 
will promptly provide tlie entirety of the transaction information upon request nf 
the Tux. Division. 

2. SGK.ll agrees lo close as soon as practicable, and in no event Inter thnn two yenrs 
from the date of th is Agreement, any and all accounts of recalcitrant account 
holders. as defined in Section !47l(d)(6) of the Internal Revenue Code; hai; 
implemented, or will implcmcn1, procedures to prevent its ~mployees from 
assisting recalcilmnl account holders to engage in acts of further concealment in 
connection with closing nny account or trnnsferring oily fonds; nnd will not open 
any U.S. Related Accounts except on conditions that ensure that the account will 
he dedared In the United States and will he subject tu disclu!oiure by SGJ<lt 

3. SGKH agrees to use best cffo1is to close as soon as practicable, and in no event 
luler th1m the four-year lenn oflhis Agreement, ~ny und all U.S. Reluted Aecollnts 
classified as "dommnl'' in m:cordance with upplicable laws, regulations and 
guidelines, and will provide periodic reporting upon request of the Tax Oivillion if 
unable to close any dormant accounts with in that time period. SGKU will only 
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provide banking or securities i;crviccs in connection with any such "dormant" 
account to the extent that such services are required pursuant to applicable laws, 
regulations nnd guidelines. If nt nny point contact with tlle account holder(s) (01· 
other pcrson(s) with anthol'ity over the account) is re-established, SGKB will 
promptly proceed lo follow Ilic procedures described abovo in paragraph 2. 

4. SGKTI agrees Lo retain all records relating to iLii 11.S. cr·oss-hnrder business, 
including records refuting lo all U.S. Relaled /\cco11nls clo~ed <luring lhe 
Applicable Period, for a period of ten (I 0) years ftom the tcrmh111tio11 date ot' the 
this Agreement. 

With respect to any infurmation, testimony, documents, records or other tangible 
evidence provided lo the Tax J >ivision pursuarrt to th is Agreement, the Tax Vivision provides 
notice thul ii muy, subject lo applicable law and regulntiom;, disclo::;e such info1111ulion or 
materials to other domestic governmental authorities for purposes of law enforcement or 
rcgul11tory action ns the Tax Division, in its sole discretion, shall deem appropriate. 

SCiKTI 's nhligatil)ns under this Agree111e11t shall continue fnr a period of four (4) yeurs 
from the dnte this Agreement is fully execuled. SOKH, however. ::.bu!l coopernte fully with the 
Department in any and all rn~tters relating to the conduct described in this Agreement, until the 
date 011 which all civil or criminal examinations, investigations, or proceedings, including all 
11ppe11I::;, ure concluded, whether those examinations, investigations, or proceedings ure 
concluded within the four-yeur tenn of this Abrreement. 

It is understood thnt if the Tux Divi::.ion determines, in its sole discretion, that: (a) SGKB 
committed any U.S. federal offenses dnring the tenn of this Agreement; (h) SGKR 01· any of its 
1·epresentalives have given materially false, incomplete, or misleading testimony or i.Juormalion; 
(c) the misconduct extended beyond that described in the Statement ofJi'ncts or disclosed to the 
Tnx Division pursuant to Part U.D. l oftlte Swiss Bonk Program; or (d) SGKB has otherwise 
rnalcrially violated any provision of this Agreement or Ilic terms of t11c Swiss Rank Pn)gram, 
then (i) SGKil shall thereafter be subject lo prosecution and any applicable penally, including 
restitution, forfoiture, or eriminnl tine, for any federn I oftense of which the Department ltas 
knowledge, including perjury and obstruction ofjusticc; (ii) all statements made by SGKB's 
representatives lo the Tax Division or other designated law enforcement agents, induding but not 
limited to the nppended Stntement of Facts, any testimony given by SUKB 's representntives 
before a grand ju1y or other tribunal whether pl'ior to or subsequent to the signing ofthis 
Agreement, and any leads thcrofrom, and any documents provided to the Department, the 
lnlemal Rc:venue Service, nl'<lesignated law enforcement aulhorily by SGKB shall be admissible 
in evidence in any criminal proceeding bruuyhl ngninst SUKB und reHed upon as evidence to 
sup1>ort any penalty on SGKB; nnd (iii) SUKB shnll nssc11 no claim under the United States 
Constitution, any statute, Ruic 410 of tl1c Federal Rules of Evidence, or any other federal rule 
that such s(aten1ents or documenli:; or auy lead!! therefrom sl1ould he suppressed. 

Determination of whether SGK H has breached this Agreement and whether to pursue 
prosecution ofSGKO shnll be in the Tax Division's sole discretion. The decision whether 
conduct or statements of any CUL'l'ent director, officer or employee, or nny person acting on behalf 
of, ur al the direction of, SGKA, will he imputed to SGKR for the lllltpnsc uf tlclermining 

Page S of7 



whclher SGKll has materially violated any provision of this Agreemeul shall be in 1he sole 
discretion orthe Tux Division. 

In the event that the Tax Division determines that SU.KB has breached this Agreement, 
the Tnx DivJsion ngrees to provide SGKB with written notice of such breach prior to iustituting 
any pmseculion rcsultiug from such breach. Within thirty (30) days of receipt of such nolice, 
SOKn muy respond lo the Tax Division in wriling lo explain the nature and circumslanc1;1s of 
such brench, ns well as the aclions thul SGKH has luken lo address nnd remedinte the situation, 
wllich cxpla11alio11 the Tax Division shall consider in dctcnuining whclhcr to pursue pl'Osccution 
ofSGKB. 

Tn addition, any pl'Osccution for any offense referred to on 1>agc I of this Agreement that 
is not time-barred by lhe applicable statute of li111ilations on the dale of lhe a1mo11ncemenl of the 
Swiss Ilimk Pn.igrum (August 29, 2013) may be commenced uguinsl SGKl3, notwithstundi11g the 
expiration of the statute of limitations between such date and the commencement of such 
11msccution. Fo1· any such llmscc11tio11s, SGKB waives any defenses premised upon the 
expintlion of the slat11L1;1 or limilations, as well as any cousliluli<.mal, stnlutory, or other claim 
concerning pre-indictment delay nnd agrees that such waiver is knowing, voluntnry, and ht 
express reliance upon the advice ofSGKB's counsel. 

It is understood that SGKB contends that it has jurisdictional arguments and defenses that 
it cuukl raise lo :mpport a claim lhal it is not subject to prosec111ion for any criminal offense in 
the com1s of lhe Unil1;1d Slntei;. Tiy tml~ring in tu !his Agree1mmt, SOKH does not prospectively 
waive these arguments or defenses nnd it reserves the right to assert any applicable jurisdictional 
argument or defense in any future prosecution or civil action by the United States. 

rt is understood that the tc11ns of this Agreement do not bind any other federal, stale, or 
local prosecuting authorities other than lhe J >epartment. lfrequested by SGKU, the Tax Divisidn 
will, however. bring the cooperntion of SGKO to the attention of such other prosecuting oftices 
or rcgulatOI)' ageucies. 

It is further understood that this Agreement and the. Statement of Fact<> attached hereto 
muy ht: disclosed to the puhlic by the Department and S<TKn consistent wilh Purl V.n urthe 
Swiss Hunk Progn11n. 

TI1is Agreement supersedes all prior understandings, promises and/or conditions between 
the Department and SGKH. No additional promises, agreements, and condilions have been 
entered into other lhun those :>el forth in lhi:> J\gr1:emenl und none will be entered into unless in 
writing and signed by both pmties. 

[Signntures to Follow on Next Pnge] 
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nATE r 1 
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DATE 

J\GltEJ~IJ /\ND CONSENTED TO: 
ST. GALLER KANTONALBANK AG 

By: ~. _._..,._~__,___,._..___-
OAT.E 

Ch.ief Execul ive Offict:r 

lly: -~(1~ __ .tl_ A_UJ(_'-%.... ___ _ 
ROGERDO~R 

AS-. 1.?e1A.J 
DATE 

Head of Legal & Compliance 
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EXHIBIT A TO ST.GALLER KANTONALBANK AG 
NON-PROSECUTION AGREEMENT 

STA TEM ll:NT 01•' l•'ACTS 

INTRODUCTION 

I. St. Uniter Knntonnlbank AU ("SUKJJ" or the "Bonk") is n regional bank with 
approximately 1,000 employees. Its hcadquarlcrs arc in the C:mlun of St. Gallen, 
Switzerland. SG.KH currently has 35 branches in the Canton of St. Gallen, two branches 
in tile Canton of Appenzell Aussel'l'hoden, and one branch in Zuriclt. 

2. The Bank was founded in 1868 to provide credit services to Cantonal residents uncl lo 
ussisl in the develo11menl of the regional economy. By Cantonal law, the Canton of St. 
Gallen is SGKB's majority shareholder, owning 54.8% of the Bank's shares. The Cunlon 
has lo guunmlee all of the Bunk's liubilities, nnd a representative of the Cantonal 
government must sit on the Bank's board, a scat that is ctmently occu1iied hy the St. 
Galle11 Fimmce Minister. By the Ba11k's charter, SGKll is obliged to focus its business 
on the territory of the Canton of St. Gallen. 

3. SGKB wu the parent company ofHypo!lwiss Private Rank Ge11eve SA ("Hyposwiss 
Genev11") and Hyposwiss l'rivalbank AG (now llSZll Verwultungs AG, "Hyposwiss 
Zurich"), both participating as Catcgmy 2 hanks in the Swiss Rank Program. SGKJJ 
acquired Hyposwiss Zurich from UHS in 2002, and SUKIJ m.:quired Ilyposwiss Geneva 
from Anglo Irish Bnnk Corpomtion Ltd. in 2008. SGKB announced on Juno 27, 2013 
that it was divesting Hyposwiss ncncva and the Haslem European And Latin Americun 
business ofllyposwiss Zurich. SGKB ncquired for 38 million Swiss francs the 
Swis~Gcrman team, the RAM desk, and the "seuior partner" Cenm from llyposwiss 
Zurich. J Jypuswiss Zurich is currently in the process of winding down the compeny. 

4. Jn August 2014, SGKB agreed to acquire Catego1y 2 b11nk Vadian Bank AG from the 
Citizen's Cl)lnmunity of Sl. Gallen. SGKll's parlit:ipation in the Swiss Bank Program is 
independent of Vadian Bank AG's participation. 

U.S. INCOME TAX AND REPORTING OBLIGATIONS 

5. TJ.S. citizens, resi<lenl aliens, aml lega I penmment residents hnve an obligntion to repo11 
all income earned ti'om foreign bank accounts on their tax returns and lo pay the laxes 
due Oil that income. ror Lhe lax year 1976 forwanl, U.S. citizens, resident aliens. and 
legnl perrnnnent residents had nn obligation to report to tbc Internal Revenue Service 
("IRS") on the Schednle B ofa U.S. Individual Income Tax Return, Form 1040, whether 
lhut intlivid1111l hncl 11 financinl interest in, or signature authority over, a financial account 
in a foreign country in a pa11icular year by checking "Yes" or '"No" in the appropriate box 
and identifyiug lhe country where t11e account was mninluined. 
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6. Since 1970, U.S. citizens, resident nliens, nnd legal permanent residents who have hnd a 
financial interest in, c.n· signature a11Lh01'ily over, one or more financial accounts in a 
foreign countiy with nn aggregate value of more than $10,000 nt any time dul'ing a 
particular year have been required to file with the Depn1·tment of the Treasury n Repo11 of 
Foreign Dank nnd Financial Accounts, FinCEN Form l 14, formerly knuwn as Furm TO 
F 90-22. I (the "FBAR"). The FBAR for the n11plicnbte year wns due on June 30 of the 
following year. 

7. Since 1935, Switzerland has maintained criminal laws that ensul'e the secrecy of client 
l'elntionsl1ips ot Swiss banks. While Swiss law permits Lhe exchange ur information in 
response to administrative requests mnde pursuant ton tax treaty with the United States 
nnd ce11nin legal requests in cases nf lax fraucl, Swiss law otherwise pmhibils the 
disclosure of identiiying info111111tion without client 1111thorization. Because of the secrecy 
guanmttie lh<1l lhey created, these Swiss criminal provisious Juwc histol'ically enabled 
U.S. clients to conceal their Swiss bank accuunls from U.S. aulhorities. 

8. In or 11bout2008, Swiss bunk lffiS /\0 (''lffiS"} publicly announced Lho.l it was the target 
of a criminal investigation by the Jntcrnal Revenue Service and the United States 
Depmiment of Justice and Lhal it would be exiting a11d no longer accepting certain U.S. 
clicuts. On February 18, 2009, the l>epnrt1mmt of Justice nnd UBS filed u deferred 
prosecution ngrtiemenl in the Southern District of Florida in which UBS admitted that its 
cross-border banking business used Swiss priv11cy h1w Lo aiu 11nci ussisl U.S. clienl'I in 
opening and maintaining undeclared assets and income from the IRS. Since UBS. 
several other Swiss bunks h11ve publicly announced that they were or are lhe targets of 
similar criminal i1tvcstigatio11s and th11t they would likewise be exiting and not nccepting 
certain U.S. clients (UTlS and the other targeted Swiss banks are collectively referred to 
as "Category 1 banks"). These cases have been closely monitored by banks operating in 
Switzerhiml, including SGKB, since at least A11gust of2008. 

QUALIFIED INTERMEDIARY AGREEMENT AND lTS ROLE lN NON­
COMPLIANT U.S. RELATED ACCOUNTS 

9. In 200 I, SGKB entered into R C)t111lified Jntermedi11ry Agreement ("!.)I Agreement") with 
the lRS. The Qualified Intennedinry l'egime provided n comprehensive framework for 
U.S. information reporting aml lax wilhhulding by u mm-U.S. nmmcial in.<ililution with 
respect to ll.S. securities. The QI Agreement was designed to help ensure that, with 
respect to U.S. securiLies he Ii.I in an accou11L at t11c bank, nou-U.S. pcrsous were suhjcct to 
the 1uopcr U.S. withholding tax rntes and that U.S. persons holding U.S. securities were 
properly paying U.S. tax. 

I 0. The Ql Agreement Look account of the fact that SGKB, like other Swiss banks, was 
prohibited by Swiss law from djsclosing the idtmtity of un uccuunl holdtir. Tn gtmeral, if 
an account holder wanted to trade in U.S. securities and avoid mandatory U.S. tnx 
withholding, the ngreemenl required SGKn lo obtain lhe consent of the acco11nl holder to 
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disclose the client's identity to the IRS. The Ql Agreement required SGKH to obtain IRS 
Forms W-9 and lo umlerlake IRS Porm 1099 reporting for new nnd existing U.S. clients 
ensaged in U.S. securities trnnsnctions. 

JI. But SGKB chose to continue to service U.S. clients without disclosing lheia- identity to 
the TRS um.I without coni;hlering the impuct of U.S. criminal lnw on that decision. 

12. SGKB believed it could continue to nccept nnd service U.S. account holders, even if it 
knew or had reason to believe they were engaged in tax evasion so long as it complied 
with the Ql Agreement, which on A teclmicul interpretation did not npply to account 
holders who were not trading in U.S. based securities or to accounts that were nominally 
structured iu the name of a non-U.S. based entity. Prior lo Pebrunry 2012, SOK.B 
requested but did not require its U.S. clients to provide a signed IRS Form W-9 and to 
confirm whether their accounts were disclosed to the IRS. 

13. As a result of the Hank's actions, prior to August 1, 2008 und thereatler, U.S. taxpayers 
were able to continue depositing fonds into accounts at SGKB because of the nature of 
Swiss hanking secrecy laws. SnKn was aware that some of its U.S. clients wanted to 
concenl their accounts from U.S. authorities. 

14. Although it was subject to a QI Agreement, SGKB 's actions subverted lhe tenns of the 
Quulilied rnlennetliury Agreement by failing to fully comply with both its withholding 
and reporting obligations to the lRS, thus cru1bli11g U.S. account holders to avoid 
reporting lheir 11ccouots lo lhe U.S. authorities. 

OVF.RVJF.W OF SGKB'S BUSINESS WTTH U.S. RELATED ACCOUNTS 

15. 111 the Applicable Period, SGKB held a total of626 U.S. lleluted Account:; with 
approximutdy S303 million in aso;ets under m1m11gement. As of August l, 2008. SGKB 
had 468 U.S. Related Accounts, 1 with aggrcgato assets of approximately $162.3 million. 
During the Applicuble Ptiriml, the nunk opened 158 udditiorutl U.S. Related Accounts, 
with en aggregate value of approximately $141 million. Of the 340,000 clienls SGKTl 
lms served since August 2008, less than 0.2% were U.S. clients (including U.S. persons 
living in Switzerl11nd). 

16. The above figm·es include 29 accounts with aggregate assets of ap1>roximatcly $85.5 
million that were part of the acquisition ofHypm1wiss 7.urich, which began in 2012 nnd 
closed on January I, 2014. SGKH acquired the accounts on the condition thnt nil were 
compliant with their U.S. repo11ing and disclosure obligations. Some of these accounts, 
however. were later discovered by SGKB to be non-compliant with their U.S. reporting 
and disclosure obligations. SGKB lermi11ated lhe relationship with such account holders 

1 Capitalized terms not otherwise defined in this Stnte1nent of Facts have the meanings set fortlt in the 
J'rogram for Non-J'roseculion or Non-Ta1·gel Lellers for Swiss l.311nks, issued on August 29, 2013 (the 
"Swiss l3ank Progmm"). 
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who refused to provide n FATCA waiver and n declaration of tax compliance to the 
Bank. 

17. During the Appl icablc Period, the Bank hcfd accounts for 41 entities or structured 
accounts. nighl came ln SGKT3 as part of lhe ncquisilion of business from Hyposwiss 
Zurich, seven structured aceou11ts were U.S. domiciled entities, six wore Swiss-based real 
estate companies, and one was a Swiss-based family trust. Nineteen ll.S. Rt:luted 
Accounts were held by 11 non-U.S. structure, sucb as nn offshore corporation or trust, 
which facilitated the clients' abilily to conceal their l.llldcclared accounts from the IRS. 
'l'lmse 19 accmmls cmnprised nppmximalely $24.3 million in assels under mnnngement. 

18. Fiileen ofthe 33 entities (e~cluding the entities acquired from Hyposwiss) were 
incorporated more than one year prior to the 011cning of the account at SGKR. SGKH 
wus not involved in selling up these entities. 

19. Eighteen of the 33 entities were incorporated at or nround the time their SGKB account 
was opened. The entities were incorporated as fullows:2 (I) five companies and one 
partnership in Switzerllm<l ($4.6 million), (2) four foundntions in Liechtenstein ($2.3 
million), (3) two companies in St. Vincent and the Grenadines ($6.3 million), (4) one 
trust and one company in the United SLales ($420,000), and (5) one company ench in 
IrcJand, Panama, Haiti, 1md Belize ($750,000). SGKB was not involved in establishing 
the enlilies and has nol found any evidence that its employees advised or assisted clienls 
with respect to such entities. SGKB relationship m11n11gcrs occasionally rcfurrcd clients 
lo service provider8 for assistance in setting up structured accounts. SGKil and its 
employees, however, did nol n:ceive u fee ft.>r moking such referrals. 

20. SGKB discovered, as a result of the Swiss Bank Program, that foul' of the 26 U.S. Related 
Accounts thought to be held by genuine operating entities were in fact structured 
accounts l1eld by entities !hut should be treuled us domiciliary compnnies. These four 
accounts were hold by entities incorporated as follows: (I) two Swiss cori>orations ($I .27 
million), un<l (2) two U.S. LLCs ($124,000). 

21. The U.S. Relnted Accounts at SGKB were serviced by 268 difforent relationship 
managers. Twenty-nine different relationship 111a11agcrs worked with the 4 I enlily 
accounts. Most SGKD relationship managers only worked with one or two U.S. Related 
Accounts. Rclatiouship Mannger#49 had the greatest number of U.S. Related Accounls: 
19 accounts with approximately $4.6 million in assets under management. 

22. SGKB did not provide nny financial incentives to its relationship managers to solicit or 
acquire lJ.S. Related Accounts. 

23. SGKH also had 25 U.S. Related Accounts managed by 17 extemal asset managers, with 
an nppro:<imute vulue of SJ 01.7 million, While SUKB did puy u tinder's tee or 

2 The figure~ rmvidcd for each group of entities reOect the approximate aggregate value of the account~ wilhin each 
gmup uf t:nlilics pursu:inl lo ILD.l .c of the Swiss Hank l'rtlgram. 
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commission to some of the external asset managers, the fee or commission remained the 
same, regardless uflhe client's nationality. 

24. Until upproximntely December 2009, SOKB purchased external asset management 
services from its subsidia1y, Hyposwiss Zurich. One rTyposwiss Zurich employee 
managed all 5 SGKn exlernolly-munaged U.S. Related Accounts. In C..'Xcltangc, SGKB 
rccc.ivcd 40% of the net revenue for all SGKB external asset managers' clients. 

25. Starting in Dcccmher 2008, SGKR decided to reintegrate the sei·vicing or exterunlly­
managed accounts at SOKU. Afiel' December 2008, SGKB was assu1·ed by its external 
nsset managers that they were only taking on new U.S. clients with cleclan:d 11ssets. Thll 
amount of due di! igence taken to confirm the assets were declared varied depending upon 
the exterm1l nsset mnuuger. Some external asset managers required clients to commit lo 
clearing UJI any tax i~sues and then never confirmed lhat tbe lax. issues immediutely hnd 
been rc!Solved. Other external m;set muuugers required all of lheir U.S. account holders to 
sign contracts stipulating that their assch; were declared. 

26. SGKB has represented to the Ot:pllrbnenl that U.S. persons were never pmt of the Bnnk's 
marketing strategy and focus. SGKB has represented that it never marketed its service!; 
in the United States and its relationship managers never traveled to the United States in 
order to solicit or acquire clients or to market services. 

SGKB'S U.S. RELATED ACCOUNTS 

27. Of SGKTI's 626 U.S. Related Ar:connts, approximately 15 accounts with an aggregate 
value of approximntcly $14 million held U.S. securities and were timely disclosed to the 
lnternal Revenue Service through Form 1099 reporting. More thrm 311>ercent of these 
accounts with an aggregntc value of more than $111 million were undeclared. 

28. Through its managers, employees and/or others, SGKB knew that it was prubnble thnt 
some U.S. taxpayers who huJ opt:nt:d uml mnintained accounts at the Bank were not 
complying with their U.S. income tax and reporting obligations. 

29. SGKB also offered a v1tricty of traditional Swiss banking services llmt it knew could 
assist, 1tnd thnt did in fact assist, U.S. clients in the concealment of assets 1md income 
from the IRS. 01te such service was hold mail. For a quarterly fee, SOKU would hold 
all mail correspontlence for a pm1icular client at the Bonk. SGKB also offered code name 
or numbered account services. For n qua1tcrly fee, the Bank wollld allow U1e accuunt 
holder lo replace his or htJr identity wilh 11 cude name or number on bank statements and 
other documentation sent to the client. These services helped U.S. clients tn eliminate the 
paper trail associated with the undeclared ass~ts and income they held nt SGKB in 
Swil:'.erland. Hy Hccepting 1mcl 11111intaining such accounts, the Bank assisted !4omc lI.8. 
taxpayers ill evndiug their U.S. tnx obligations. 
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30. Among other thi11gs1 SCiKR !!pccifically: 

• Agreed to open accounts for nt least 58 U.S. taxpayers (.$33.I million) who had 
left other banks being investigated by the U.S. Department of Ju!!tice without 
ensuring thnt each such account was compJiant with U.S. tax. law from !heir 
inception al SGKB. Some of these U.S. taxpayers have since pruticipatcd in an 
IRS Offshore Voluntary J >isclusure "Program or Initiative; 

• Held accounts fnr al least three U.S. Related Accounts ($940,000) who held U.S. 
securities but did nol sign nn IRS Form W-9; 

• Accepted instructions tin ;1 slumlanl Qualilitd Tnte::rmediury form in connection 
with ll.S. Related Accounts not to invest in U.S. securities and not to disclose the 
n111nes of U.S. clients to U.S. lax aulhnrities, including the IRS; 

• Entered into numbered account agreements for at least Hi U.S. Related Accounts 
($8.J lllillion), even though lhe Hunk knew, ur hud nmson lo know, thal a portion 
of these accounts were or may have been undeclared; 

o For exumplt:, SUKB Allowed a U.S. taxpayer to set up a numbered or code 
name account for his account valued nt 4.4 million Swiss fruncs, even though 
SGK.ll knew that the taxpaycl' had moved his funds from UBS to SGKB on 
June 20, 2008; 

• Issued c-hecks, including series of checks, in amounts of less fhrrn SI 0,000 that 
wel'e drawn on accounts of U.S. taxpayers 01· structutes, in at least 9 coses ($3 
million), even though lhe Hank knew, or had reason to know, that the withdrawals 
wore made to avoid triggel'ing scrutiny under the United States currency 
lrunsaclion reporting rcquircmcntc;; 

o Fol' exnmple, one U.S. taxpayer made 31 wire trdnsfers for just l~ss thim 
1i I 0,000 bet ween June 2012 nnd December 2012; 15 of the tmnsfors were 
made to accounts J1eld by the taxpayer's family rncmbors, and 16 were made 
to an account held in the name of the account's beneficial owner with n bnnk 
in the United States; 

• Processtd large cash withdrawals totaling approximately $5.8 million fol' at least 
14 U.S. taxpayers at or around the time the clients' accounts were closed, even 
Chough SGKD knew, or had reason to know, the accounts contained undeclared 
nssets: 

u For example, SGKB permitted at lenst one U.S. tnxpnyer who was 11 fonner 
UBS client lhal held an account at SGKB in the name of a Liechtenstein 
foundation to withdraw t milliun Swiss francs in cash in Seplemher 2009 lo 
close the account but then used approximately 400,000 Swiss francs of those 
funds to purchase gold. Both the gold and some of the cash were subsequently 
deposited in a snfety deposit box held at the Hunk for 11 non-U.S. relulive of 
lhe clienl. The relationshjp manager who enabled the cash wjthdrawal 
voluntarily brought his cumluct tu the flunk 's allt:nlinn in December 2009, 
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which was three months ancr the account wits closed. The client has since 
participated in the lRS Offshore Voluntary Disclosure Program; and 

o In 201 l, SGKB allowed a U.S. taxpayer to withdraw 500,000 Swi:is francs and 
$200,000 in cash rrom his account when it was closed by the Bank beenuse the 
taxpayer refi.lsed to sign an IRS Form W-9; 

• Held statements nnd other mail relating to at least 133 U.S. Related Accounts 
where the account holder was located in the 1 Jnited Stales, r.tlher llum semi the 
<locumt)nts to the t J.S. taxpuyers in the United States, thus causing documents 
reflecting the existence ofat lc!lst 133 potentially undeclared accounts to remain 
oulside (he United States; and 

• Opened aud maintained at least 16 poteutially undeclurcd uccounts in tl1e nnmes 
of structures thut were beueficinlly owned by U.S. taxpayers, while knowing, or 
having reason to know that, thoso stmctnres were, or may ha\'e been, used l>y U.S. 
clients to help conceal lheir idenlilie-; from the JRS. 

31. Due in part to the nssistnnce ofSGKB 1md with the knowledge that Swiss banking 
secrecy laws would prevent SGKB from disclosing !heir identities tu lhe IRS nbsent any 
client or statutory uuthorizution, certuin U.S. clients of SGKB filed false and fraudulent 
U.S. Individual Income TaK Returns, Fo1111s I 040, that failed Lo report thdr re.spec(ive 
interest in their SGKO uccounts uml the related income. Certnin U.S. clients 11Jso failed 
to file and otherwise report their SGKB accounts on FBARs. 

:n. SGKR was aware that l J.S. taxraycrs had a legal duty to repon to the JRS nnd pny tnxes 
on the basis of all their income, including income earned in accounts that the U.S. 
tax11aycrs maintaiucd at SGKB. Despite hcing awaru of this legal duty, the Uank opened, 
serviced, and profited from accounts for U.S. clients who SGKB knew or had reason to 
know were not complying with their U.S. income tax obligations. 

MITTGATTNG )•'ACTORS 

33. SGKO recogni~es Llrnl ils opening of undeclured U.S. Related Accounts beginning in 
2008, as described above, was iuappropriatc. The Bank has coopemted with the 
Deparlmeul and provided information to the U.S. Govemment nbo11t its cross-border 
business with U.S. Related Accounts, including customer names for a!)11roximately 27 
percent of those accounts where clients a11thorized the llnnk to disclose their names nnd 
other identiiying infommtion. To do so, SGKB ltas. among other things, conducted email 
.~e1u·chcs and interviews with relationshi1) managers and members ofm11n11gement, 
reviewed client dossiers, an<l unulyL.ed relevunl internal documents. The Bank also has 
provided information for the Department and the JRS to make treaty requests to the Swiss 
compeleut au1horily foi· specific U.S. Related Accuunls. 

34. Beginning in August 2008, SU.KB adopted measures to avoid tilcilitoting U.S. tax 
evasion, and obi iged its staff to avoid a number of speci lie practices in light of these 
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concerns. At first, however, the measures were ineffective and inconsistently enforced, 
pmticularly nt Hyposwiss Zurich. 

35. rn August 2008, SGKB mandated thnt no new funds would be uccepled from U.S. 
residents without a signed IRS Form \V-9. Division Heads at SGKB, and the Chief 
Executive Officers of Hyposwiss ('lt:neva and Tlyposwiss Zuricl1 had fnl I discretion and 
aulhurily lo make exceptions to this policy, in keeping with SGKB's general bnnk policy 
of permitting flexibility in iL<; directives. The Chief Executive Ofticcr ofHyposwiss 
Zurich first requested the authority to muke n specific exception because he 11lre11<ly had 
11greed lo nccept a "pipeline" of problematic U.S. related accounts ti'om UBS and wanted 
to keep his word to his former UBS colleague. This "pipeline" consisle<l of six U.S. 
Related Accounts with approximately $9.2 million in nsscts under management. Another 
significnnt exception gmnlecl by the Chief Executive Officer of Hyposwiss Zurich from 
lhis policy was in connection with clients of an externul assetman11ger. Al lenst 72 
accounts with imets under management of approximately $150 million were opened at 
Hyposwiss ZuricJt between late October nml l>ecember 2008 withnul a f>nrm W-9 ns an 
exception to SGKB's policy. The majority of these accounts also were tnmsfened from 
UBS. 

36. Rctwecn August 20, 2008 nnd April 30, 2009, SGKl3 Divisi<.m 1 foads npproved five 
exceptions lo the pol icy described in Paragraph 35. In addition, without any documented 
a11proval of SGKB Division l leacls, SGKB opened at least I 4 additional U.S. Related 
Accounts during this same period, even thoush the U.S. resident hnd not signed nn IRS 
Forlll \V-'J. In other words, of the 54 U.S. Related Accounts opened at SOKR between 
August 2008 and April 30, 2009, 19 new accounts were opened without requiring a client 
to sign un IRS l'om1 W-9. '1 he size ofthcsc 19 accouubl ranged from .$0 to S3.4 million 
asset~ under management, of which 13 were less than $300.000 assets under 
management. 

37. In the spring of2009, the Bank at.luplell a<lt.lilional precautions. SGKB han11ecl written 
and telephonic communications with clients in the United Stntes, nnd all e-bank.ing 
contacts witll U.S.-domiciled persons. The Bank also agreed to only accept new U.S. 
persons, regardless of domicile, with an IRS Form W-9 and a connection tu Eastern 
Switzerhmd. On paper, SGKB mandated that there would be no cx.ccptions to this policy. 
With some exceptions, the poJicy was t:nforce<l um.I monitored for cnmpliauce. After 
April 2009, in violation of this policy. SGKB opened six U.S. Related Accounts without 
requiring the client to first sign on TRS Form W-9, even though SGKB knew or had to 
reason lo kuow that the new clients were domiciled in the United States or were U.S. 
citizens. ln two uflhese cases, the account holder did not disclose its U.S. nexus at the 
account opening, and with two other accounts, an JRS Form W-9 was signed hy the client 
but turned out to be involid. 

38. In Murch 2010, the Uank decided to Mk all existing U.S. clients to either provide an IRS 
Form W-9 or withdraw their funds from lhe !Jank. However, in part because SGKH was 
awaiting the i11111Jcmcntation date ofFATCA, this policy wns not elfoctuuted unlit lht: 

Page 8 of9 Scptcmbrr 9, 2015 



spring of201 I, when SGKB stm1cd to send letters to account holders with nn identified 
U.S. nexus and request that they provide a signed !RS Form W-9. 

39. Ueginning in November 20 l l, the Uank further tightened its compliance policies. In 
general, SGKB decided not to accept any new U.S. domic ilcd clients, even if lhcy 
prov ii.led an lRS Form \V-9 nr other cvi<lcnco of lax compliance. SG.Kll also decided to 
exit most, btlt not nll, ofits U.S. domiciled clients. Exceptions were made for clients who 
signed an IRS Form W-9 "as well as a declaration of tax honesty." The area hca<l of 
SUKB was responsible for deciding upon exceptions, nnd the policies required that "ln]t 
least every 3 years, n fresh nssessment of the individunl cxcc11tions must be carried nul." 

40. Jn February 2012, the Bank started to terminate its relationships with t J.S. domiciled 
clients by sending 11 teller lo ulmusl 1111 of its nccount holders with an identified U.S. 
nexus that requested they provide a signed IRS Form W-9 by June 30, 2012. The letter 
slated that, if the cu.~toiner did nol pruvide tht: rt:quesled cloc111mmt11lion, the Bnnk would 
terminate the rclntionship. 

41. Following SGKB's efforts, at least 58 of its 11.S. Related Accounts have th11s far entered 
i..r1lo an JRS Voluntary Disclosure Program or lnililltive. Moreowr, the Bunk hus 
obtained waivers of Swiss bank secrecy for approximately 27 percent of its O.S. Related 
Accounts and has provided customer names for those accounts tu the U.S. Govemmenl. 
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EXHIBIT B TO NON-PROSECUTION AGREEMENT 

CERTIFICATE OF CORPORATE RESOLUTION OF THE BOARD OF DIRECTORS 
OF ST.GALLER KANTONALBANK AG 

I, Adrian Kunz, acting corporate secretary of St.Galler Kantonalbank AG (the Bank), a corpora­
tion duly organized and exlsllng under the laws of Switzerland, do hereby certify that the follow­
ing is a complete and accurate copy of a resolulion adopted by the board of directors of lhe 
Bank at a meeting held on September 14, 2015, at which a quorum was present and resolved 
as follows: 

That lhe board of directors has (i) reviewed the entire Non-Prosecution Agreement at­
tached hereto, including the Statement of Facts attached as Exhibit A to the Non­
Proseculion Agreement; (ii) consulted with counsel in connection with this matter; and (iii) 
unanimously voted lo enter lnlo the Non-Prosecution Agreement, including to pay a sum 
of USD 9,481,000 to the U.S. Department of Justice In connection with the Non­
Prosecution Agreement: and 

That Roland Ledergerber, Chief Executive Officer, and Roger Dornier, Head of Legal & 
Compliance, bolh registered in the Commercial Regieter of the Canton of St. Gallen as 
having joint signatory authority, are hereby authorized (i) to jointly execute the Non­
Prosecution Agreement on behalf of the Bank substanlially in such form as reviewed by 
the Board with such non-material changes as each of them may approve: and (ii) to take, 
on behalf of the Bank, all actions as may be necessary or advisable in order lo carry out 
the foregoing: and 

That Keith D. Krakaur and Stephen C. Robinson, Skadden, Arps, Slate Meagher & Flom 
LLP, are hereby authorized to sign the Non-Prosecution in their capacity as the Bank's 
U.S. counsel. 

I further certify that the above resolution has not been amended or revoked in any respect and 
remains in f\111 force and effect. 

IN WITNESS WHEREOF, I have executed this Certification this 14th day of September 2015. 


