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Summons

In the matter of Tax Llabillty of John Does*

Internal Revenue Service (Division): Small Business/Scif Employed Division

Industry/Area {(name or number). Arca

Periods:_Years ending 12/31/2002, 12/31/2003, 12/31/2004, 12/31/2005, 12/31/20086, and 12/31/2007

The Commissioner of Internal Revenue
To: UBS AG

At:

You are hereby summoned and required to appear before _D3ni¢l Reeves or Designee

an officer of the Internal Revenue Service, to give testimony and to bring with you and to produce for examination the following books, records, papers,
and other data relating to the tax liability or the collection of the tax liability or for the purpose of inquiring Into any offense connected with the
administration or enforcement of the internal revenue laws concerning the person identified above for the perieds shown.

See attachment

* "John Does" are United States taxpayers, who at any time during the years ended December 31, 2002 through December 31,
2007, had signature or other authority (including authority to withdraw funds; to make investment decisions; to receive account
statements, trade cenfirmations, or other account information; or to receive advice or solicitations) with respect to any financial
accounts maintained at, monitored by, or managed through any office in Switzerland of UBS AG or its subsidiaries or affiliates in
Switzerland, and for whom UBS- AG or its subsidiaries or affiliates (1) did not have in its possession Forms W-9 exccuted by such
United States taxpayers, and (2) had not filed timely and accurate Forms 1099 naming such United States taxpayers and reporting
ta United States taxing authorities all payments made to such United States taxpayers.

Do not write in this space

Business address and tglephone number of IRS officer before whom you are to appear:
Telephone:

Place and time for appearance at IRS, 51 8.W. First Ave., Miami, Florida; Tetephone: (305)

m I RE : on the day of _ at o'clock m,
{vear)
i Issued under-authority of the Internal Revenue Code this day of .

{vear)
Department of the Treasury

internal Revenue Service Territory Manager
" Signature of issuing officer Title
WWW.Irs.gov

Form 2039 {Rev. 12-2001)
Catalog Number 21405

Signature of approving officer (if applicable)

Title
Original — to be kept by IRS



Attachment to “John DJe” Summons to UBS AG

For each financial account maintained at, monitored by or
managed through any Switzerland office of UBS AG or its
subsidiaries or affiliates, if, at any time during the years
ended December 31, 2002 through December 31, 2007:

(A} . any United States taxpayer had signature or other
authority over such account;

(By. UBS AG did not have in its possession a Form W-9
executed by the United States taxpayer:; and,

]
(C}. UBS AG did not file a timely and accurate Form 1099
with United States taxing authorities;

{i1). naming the United States taxpayer; and,

{(ii). reporting all reportable payments made to the
United States taxpayer:

please provide all account records for the period January 1,
2002, through the date of compliance with this summons,
including but not limited to:

a. documents identifying each United States taxpayer
by name, address, telephone number, date of birth,
or taxpayer identification number;

b. documents pertaining te any foreign entities
established or operated on behalf of each United
States taxpayer:;

c. documents identifying any relationship managers,
domestic and foreign, for each United States
taxpayer during the period:

d. documents pertaining to the opening of such
financial accounts and/or the creation of foreign
entities created for or on behalf of each United
States taxpayer during the period, including, but
not limited to, desk files or other records of the
relationship manager, e-mails, facsimiles,
memcranda of telephone conversations, memoranda of
activity, and other correspondence;

e. documents, including but not limited to, monthly
or other pericdic statements and records of wire
transactions, reflecting the activity of such
financial accounts and of such financial accounts
maintained in the names of any foreign entity
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established or operated on behalf of each United
States taxpayer; and, '

£. documents pertaining to the referral of each
United States taxpayer to UBS offices in
Switzerland, including, but not limited to, desk
files or other records of the relationship
manager, e-mails, facsimiles, memoranda of
telephone conversations, memoranda of activity,
and other correspondence, and records of any UBS
office processing such referrals, including
specifically:

i. documents identifying the UBS office in
Switzerland to which the referral was
directed and any accounts established;

il1. documents reflecting annual or other periodic
balances of accounts opened at the UBS office
in Switzerland receiving the referral and any
activity in such accounts; and,

iii. documents reflecting the receipt of fees by a
UBS office for referral of each United States
taxpayer, a UBS office servicing the United
States taxpayer, or a relaticonship manager
with respect to the referral, documents
reflecting how such fees were calculated, and
decuments reflecting bonuses paild or
evaluations given to any UBS employee with
reference to such referrals,

2. Please also provide, for the periocd January 1, 2002, through
the date of compliance with this summons, records of wire
transfers, and annual account summaries or eother annual
statements for each domestic financial account held by any United
States taxpayer (or by any foreign entity established or operated
on behalf of a United States taxpayer) who, at any time during
the years ended December 31, 2002 through December 31, 2007, held
a Swiss UBS branch financial account with the attributes listed
in Part 1{A), (B), and (C}, above; or by (2) any foreign
firancial entity established or operated on behalf of a United
States taxpayer.

3. For purposes of this summons “United States taxpayer” means
any person with an address in the United States or who is known
to UBS or any of its employees or agents, through its business
records, anti-money laundering due diligence, or know your
customer practices, or through any other means, to be a United
States citizen or resident.

2 3344628.11



4, For purposes of this summons, “UBS office” means any office
bearing the name UBS in whole or in part, or holding itself out
to the public as part of UBS, including any office controlled by
UBS AG, including but not limited to the office of the parent
bank, any UBS branch office, and any subsidiary or affiliate of
UBS AG.

5. For purposes of this summons, “financial account” means a
bank account, securities account or other financial account of
any kind.

6. For purposes of this summons, “domestic financial account”
means a financial account at a financial institution doing
pusiness inside the United States.

7. For purposes of this summons, “foreign entity” means a
corporation, limited liability company, international business
company, perscnal investment company, partnership, trust,
anstalt, stiftung, or other legal entity created under the laws
of a jurisdiction other than the United States.

8. For the purpose of this summons, the word “documents” refers
to any electronic, written, printed, typed, graphically, visually
or aurally reproduced materials of any kind or other means of
preserving thought or expression, recording events or activities,
and all tangible things from which information can be processed
or transcribed, including, but not limited to:

(A} . contracts, agreements, plans, summaries, opinions,
reports, commentaries, communications, correspondence,
memoranda, minutes, notes, comments, messages, telexes,
telegrams, teletypes, cables, facsimiles, wire
instructions and electronic mail; and,

(B). video and/or audio tapes, cassettes, films, microfilm,
spreadsheets, databases, computer discs and other
informatien which is stored or processed by means of
data processing equipment and which can be retrieved in
printed or graphic form.

9. For the purpose of this summons, you are reguired to produce
all deccuments described in this attachment, whether located in
the United States, Switzerland, or elsewhere, that are in your
possession, custody, or control, or otherwise accessible or
available to you either directly or through other entities,
ineluding but not limited to offices of UBS AG or its

334 .
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subsidiaries or affiliates (such as UBS Private Bank) in Zurich,
Geneva, or Lugano. Where documents are prepared, stored or
maintained in electronic form, they are required to be produced
in electronic form together with any instructions, record
descriptions, data element definitions, or other information
needed to process them in electronic form.
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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF FLORIDA
Case No. 08-CR-60099-ZLOCH

UNITED STATES OF AMERICA
VS,
BRADLEY BIRKENFELD,

Defendant.

STATEMENT OF FACTS

The United States Attorneys Office for the Southern District ol Florida, the United States
Department of Justice, Tax Division, and the defendant, Bradley Birkenfeld (hereinafter referred
to as the “defendant Birkenfeld™) and his counsel agree that, had this case proceeded to trial, the
United States would have proven the following facts beyond a reasonable doubt, and that the
fotlowing facts are true and correct and are sufficient to support a plea of guilty:

The Qualified Intermediary Proeram

Beginning in 2000, the Internal Revenue Services {("IRS™) sought to increase the
collection of tax revenues without raising tax rates. In furtherance of this mission, the IRS
established the Qualitied Intermediary (“Q.1.7) Program. Pursuant to the Q.I. Program, foreign
banks voluntarily entered inte Qualified Intermediary agreements with the IRS pursuant to which

“these foreign banks agreed o identify and document any customers who held U.S. investments,
which were generally marketable sceurities and bonds, or received United States source income
into their off-shore accounts. In accordance with [RS requirements, foreign banks agreed to have
their customers fill out IRS Forms W-8BEN, which required the beneficial owner of a bank
account to be identified on the form, or IRS Forms W-9, which required United States beneficial

- owners of bank accounts to be identified.

Forcign banks further agreed to issue IRS Forms 1099 to United States customers for
United States source payments of dividends, interest, rents, royalties and other fixed or
determinable income paid into the United States customers’ off-shore bank accounts.
Alternatively, if a client refused to be identified under the Q.I. Agrecment, foreign banks agreed
to withhold and pay over a twenty-eight percent withholding tax on U.S. source payments and
then bar the client from holding U.S. investments. In addition, the sales proceeds, interest and



dividends eamed on non-United States irivestments, if the purchase or sale of the investment was
made as a result of contact (in pemd_n, via email, telephone or fax) with the U.S. clent in the
United States, were subject to the Form 1099 reporting requirements or twenty-eight percerit
withholding. These transactions are referred to under the (.1 Program as “deemed sales.”

In January 2001, a large Swiss bank {*Swiss Bank™), entered into a QQ.L agreement with
the IRS. Swiss Bank owns and operates banks, investment banks and stock brokerage businesses
throughout the world, and has locations in the United States. with branch locations in the
Southern District of Flortda. This agreement was a major departure from historical Swiss bank
seerecy luws under which Swiss banks concealed bank information for United States clients trom
the IRS. Atall relevant imes to this indictment, the Swiss bank represented to the IRS that it
had continued to honor this Qualified lntermediary agreement. '

DReflendant Birkenfeld’s Bmployment

During the entire period from 1998 through 2006, defendant Birkenfeld was employed by
various banks in Switzerland as a private banker primarily servicing United States clients. From
1998 through July 2001, defendant Birkenfeld was employed by Barclays Bank in Geneva,
Switzerland. In 2001, Barclays Bank entered into a Q.1. agreement with the IRS. In order to
comply with the terms of the Q.1 agreement, Barclays Bank decided to terminate its off-shore
private banking business for {/nited States clients that refused to complete an IRS Form W-9.
Accounts owned by United States clients that refused to fill out IRS Forms W-9 were known in
the off-shore banking business as “undeclared” accounts.

From 2001 through 2006, defendant Birkenfeld was employed as a director in the private
banking division ot a large Swiss bank (“Swiss Bank™). which owns and operates banks,
investments banks, and stock brokerage businesses throughout the world, including the United
States, with offices in the Sowthern District of Florida, A manager al the Swiss Bank assured
detendant Birkenfeld that even though the Swiss Bank signed a Q.1 Agreement, the Swiss Bank
was committed to continue to provide private banking services to United States clients who
wished for their accounts to remain undeclared. Swiss Bank managers authorized and
encouraged defendant Birkenfeld and other private bankers to travel to the United States to
solicit new clients and conduct banking for existing United States clients. The Swiss Bank
sponsored events in the United States where Swiss bankers met with U.S. clients, including Art
Bascl in Miami and the NASDAQ 100 tennis tournament in Miami. The Swiss Bank trained
bankers traveling to the United States in techniques to avoid detection by United States law
enforcement authorities, including training bankers to falsely state on customs forms that they
were traveling into the United States for pleasure and not business. Defendant Birkenteld, Swiss
Bank managers and bankers knew that they were not licensed to provide banking services, offer
investment advice or solicit the purchase or sale of securities through contact with clients in the
United States.



The Tax Fraud Scheme

When the Swiss Bank notified its U.S. clients of the requirements of the Q.1 agreement,
many of the Swiss Bank’s wealthy U.S. clients réfused to be identified, fo have taxes withheld
from the income eamned on their offshore assets, or to sell their U.S. investrients. To these
clients, the Q.1 reporting requirements defeated the purpose of opening a Swiss bank aceount; to
canceal their accounts from the IRS and to evadeU.S. income taxes. These acoounts were
known at the Swiss Bank as the United States undeclared business. Rather than risk losing the
approximately $20 billion of assets urider management in the United States undeclared business,
which eamned the bank approximately $200 million per year in revenues, managers and bankers at
the Swiss Bank, including defendant Birkenteld, assisted these wealthy L).8. clients in concealing
their ownership of the assets held offshore by assisting these clients in creating nominee and
sham entities. These entities were usually set up in tax haven jurisdictions, including
Switzerland, Panama, British Virgin Islands, Hong Kong and Liechtenstein. Defendant
Birkenfeld, Swiss Bank managers and bankers and U.S. clients prepared false and misleading
IRS Forms W-8BEN that claimed that the owners of the accounts were sham off-shore entities
and failed to prepare and file IRS Forms W-9 that should have identified the owner of the
account, the U.S. client.

Managers and bankers at the Swiss Bank, including defendant Birkenfeld, maintained
relationships with Swiss and Liechtenstein businessmen, such as Mario Staggl, who would set up
these nominee and sham entities for the Swiss Bank's U.S. clients and POSE as owners or
directors of these entities. By concealing the U.8. clients” ownership and control in the assets
held offshore, defendant Birkenfeld, the Swiss Bank, its managers and bankers evaded ihe
requirements of the Q.1 program, defrauded the IRS and evaded United States income taxes,

In-order to further assist U.S. clients in concealing their Swiss bank accounts, defendant
Birkenfeld, Mario Staggl, other private bankers and managers at the Swiss Bank and others
advised U.S. clients to:

place cash and valuables in Swiss safety deposit boxes;

purchase jewels, artwork and luxury items using the funds in their Swiss bank account
while overseas;

misrepresent the receipt of funds from the Swiss bank account in the United States as
loans from the Swiss Barnk; '

destroy all off-shore banking records existing in the United States, and;

utilize Swiss bank credit cards that they claimed could not be discovered by United States
authorities,

On one occasion, at the request of a U.S. client, defendant Birkenfeld purchased

3



diamonds using that U,S. client’s Swiss bank account funds and smuggled the diamonds into the
United States in a toothpaste tube. Defendant Birkenfeld and Mario Staggl accepted bundles of
cheeks from U.S, clients and facilitated the-deposit of those checks into accounts at the Swiss
Bank, Liechtenstein and Danish banks. '

The Billionaire U.S. Real Estate DQWIQpcr

Detendant Birkenteld's largest client was a billionaire real estate developer whose initials
are LO. (hereinafter identified as “LO.”), 1.0. had residences in Southem California and in
Broward County, within the Southern District of Florida. On several occasions, defendant
Birkenfeld, Maric Staggl and Swiss Bank managets met with 1.Q. in Switzerland and in the
United States. It was well-known at the Swiss Bank that 1L.O. was a LLS. citizen, that the income
carned on his accounts was subject to .1, withholding and reporting requirements, however,
during the period from 2001 through 2005, the Swiss Bank issued no Forms 1099 to 1.0., nor did
the Swiss Bank report any Form 1099 information to the IRS or withhold or pay over any taxes
to the IRS.

From at least 2001 through the date of the Indictment, defendant Birkenfeld conspired
with Mario Staggl, an owner and operator of & Liechtenstein trust company, 1.0., addilional
private bankers and mangers employed by the Swiss Bank, and others 1o défraud the United
States by assisting 1.0, in evading income tax on the income earned on $200 million of assets
hidden offshore in Switzerland and Liechienstein. In order to circumvent the requirements of the
Q. 1. Agreement, the defendant and others conspired to conceal 1.0.'s ownership and control of
the $200 million of assets hidden offshore by creating and utilizing nominee and sham entities,

Defendant Birkenfeld, Mario Staggl, 1.0, additional private bankers and managers
emplayed by the Swiss Bank, and others committed numierous overt acts in Broward County in
the Southern District of Florida, Central District of California, Switzerland, Liechtenstein, and
elsewhere in furtherance of the conspiracy, including the following:

On or about June 21, 2001, 1.0. caused to be sent completed bank account opening
documents for an account at the Swiss branch of a large bank based in London to defendant
Birkenfeld, including a Formn W-8BEN, Certificate of Foreign Status of Beneficial Owner for
United States Tax Withholding that falsely and fraudulently claimed that the beneficial owner of
the newly opened account was a shell corporation located in the Bahamas.

On or about July 26, 2001, defendant Birkenfeld caused to be sent an email to 1.O. and
others that the large bank based in London was terminating North American clients, travel and
resources, and that his new employer, the Swiss Bank, had a superior network, product range and
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management, and had recently acquired a large United States securities brokerage house in erder
to enhance United States investment expertise.

On or about Octeber 19, 2001, defendant Birkenfeld caused to be sent via facsimile to
LO. at a United States facsimile number Swiss bank account opening documents from the Swiss
Bank, including a form entitled “Verification of the beneficidl owner’s identity” This form,
exccuted by L.O., falsely and fraudulently stated that I.O. was not the benéficial owner, and that a
nominee Bahamian corporation was beneficial owner of the account. The application further
listed L.O. as a signatory to the account,

On or about December 4, 2001, Mario Staggle recommended to 1.0, that in-order to
further conceal 1.0O.’s ownership of off-shore assets, in addition to setting up Liechtenstein trusts
and Dutch holding companies, 1.0. should set up an entity in the British Virgin Islands, Panama
or (Gibraltar that “would lead to another ‘safety break’ in a tax and anonymity aspect.”

On ur about December 19, 2001, Mario Staggl caused fo be exceuted a “Letter of Intent,”
which stated that New Haven Trust Company Limited, trustee of The Landmark Settlement,
intended 1o hold the trust property for the benefit of 1.O., and, after his demise, for his children.

On or about March 13, 2002, defendant Birkenfeld caused 1o be sent a facsimile to 1.O. at
a United States facsimile number listing $15 million of bonds that an investment manager at the
Swiss Bank had purchased for 1.Q.

On or about March 25, 2002, 1.0. caused 1o be sent a facsimile.to defendant Birkenfeld
authorizing defendant Birkenfeld to issue five credit cards from the Swiss Bank to {.0. and
others.

On or about April 16, 2002, 1.0, caused to be sent a letter to defendant Birkenfeld
authorizing the wire transfer of $80 million from one account at the Swiss Bank to another
account at the Swiss Bank.

On or about April 23, 2002, Mario Staggl caused to be sent an email to 1.0. in the United
States with instructiens for 1.O. to transfer a portfolio, worth approximately $60 million,
containing United States securities from a brokerage house in London to an account in the name
of a Danish shell corporation at a Liechtenstein bank.

On or about April 25, 2002, an unindicted co-conspirator caused to be sent an email to
LO., with a copy to Mario Staggl, that recommended that in addition to the Liechtenstein trusts
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and Danish holding companies, 1.Q. should set up United Kingdem companies to act as nominee
shareholders. As stated in the email, ... the partners appear to be UK. companies and
Liechtenstein does not appear to'be connected.... The role of the UK. companies is simply to act
as nominee sharcholders,”

On March 25, 2002, 1.0, caused to be sent a fax authorizing defendant Birkenfeld te wire
transfer $39 million from one account at the Swiss Bank to another account at the Swiss Barik,

On er about May 7, 2002, Mario Staggl caused to be sent a reply email advising 1.0, not
to put his name on any Liechtenstein accounts because deing so could “jeopardize the structure,”
and reminded 1.O. that he had executed blank accourit signature cards that Mario Staggl could
use. '

On or about April 15, 2003, 1.0. filed his United States Individual Income Tax Return,
Form 1040, for the 2002 tax year, listing his address as Sanctuary Cove, Florida that fraudulenily
omitted income eamned on off-shore assets.

‘On or about May 19, 2003, Mario Staggl caused to be sent an email to L3, with a copy 10
defendant Birkenfeld, that stated that Mario Staggl’s lawyers in Gibraltar told him “that
everything is now in erder to proceed with the application to transfer ownership to Gibraltar” of
[.O."s 147 foot yacht. :

On or about March 24 and March 23, 2004, defendant Birkenfeld traveled to the Southern
District of Florida to meet with 1.O. and a banker from the Swiss Bank's New York branch in
order to solicit 1.O. to tuke out real estate loans with the Swiss Bank using his undeclared off-
shore assets as collateral, :

On or about April 15, 2004, LO. filed his United States Individual Income Tax Return,
Form 1040, for the 2003 tax year, listing his address as Lighthouse Point, Florida that
fraudulently omitted income earned on off-shore assets.

On or about April 15, 2004, 1.0. filed his United States individual income tax return,
Form 1040, for the 2003 tax year, listing his address as Lighthouse Point, Florida that
fraudulently omitted income earned on off-shore assets.

On or about April 15, 2005, 1.0. filed his United States Individual Income Tax Retumn,
Form 1040, for the 2004 tax year, listing an address.in Lighthouse Point, Florida that failed to
report the income earned on off-shore assets. T

On or about June 12, 2005, defendant Birkenfeld and Mario Staggl met with 1.0, at a
Liechtenstein bank and advised him to transfer all of his assets held by the Swiss Bank to a
Liechtenstein bank because Liechtenstein had better bank secrecy laws than Switzerland.



The:tax loss-associated with the conspiracy:involving: the ¢vasion of income taxss of the
approximate $200 nilllion EG; wncealéd»effshore is §7,261:387 million; exchisive of pendlites
and interest, .

Respectfully submitted,

R. ALEXANDER ACOSTA

UNITED S“EATES;WEY
) g )
By: /ZM M:&é’v .

KEVIN DO

SENIOR TRIAL ATTORNE

MICHAEL P. BEN’ARY .

TRIAL ATTORNEY

UNITED STATES DEPARTMENT OF JUSTICE
TAX DIVISION

Dat‘e: £’ [ of " By: 2[’1 ﬂl /If%'ﬁff\

FREY A. NEIMAN
ASSISTANT UNITED STATES ATTORNEY

Date: ézlf"{ o8 By: %‘"\ @%"
ofos /st

DANNY ONORATO
PETER RABEN
ATTORNEYS FOR DEFENDANT

Date: /0 06 68 By: M WM

BRADLEY BIRKENFELD
DEFENDANT




Exhibit D
to the
Reeves Declaration



F] A ULTULLUL iU
THE PROPERTY REPORT C1

AFLEAELA -ul.' L L VY B g LWL WIN S

MARKETPLACE Bl

STREET JOURNAL

DAY, MAY 14, 2008 ~ VOL., CCLI NO. 113

*Nkx $1,50

¥X.50 3239.02 ¥ 0.01% 10-YR TREAS ¥ 14/32, yield 3.909% OIL $125.80 A $1.57 GOLD $863.50 ¥ $15.20 EURO $1.5478 YEN 104.79

na Earthquake Exposes
Videning Wealth Gap

1 death toll from Chi-
1ake mounting, the di-
rowing a harsh spot-
@ widening gap be-
ation’s rich and poor.

and paramilitary po-
| to dig victims out

retta Chao and
eow in Pengzhou,
James T. Areddy
ghai and Gordon
ough in Shifang

ased schools, homes Z
ils, As the grim work 2

it is in¢reasingly clear
ke inflicted its great-
ction on rural areas
smaller towns.and ¢it-
ve mushroomed from
inrecent years aspart
-apid urbanization.
#as have far less strin-
ing-safety practices
's relatively wealthy
construction experts
-esult, some citizens
vulnerable than oth-
lisaster struck.

and relief workers
Muesday to reach vic-
10te areas most dam-
: magnitude-7.9 quake
hwestern province of
2aths in Sichuan alone
led 12,000 as of Tues-
ng, with more than
ired and at least 8,400
debris, the state-run
NS agency said, quot-
T provineial official.
Inesday morning, alo-
who had just returned

RESCUE OPERATIONS: A woman cries before a group of soldiers
preparing to search for victims at a collapsed school in Dujiangyan on
Tuesday. For full coverage, please see articles on Page A22.

from Beichuan County—one of
the worst hit areas of Sichuan—
described a scene of widespread
devastation. A town of 20,000

_wascrushed when mountains sur-

rounding it collapsed. More than
half of the town’s residents are
still missing. He said there is not
even a place to land z helicopter
for supplies or rescue missions.
Rescuers have pulled out
2,000 bodies so far, but they are
still finding some survivors, he
said. He saw one man pulled out
with an injured arm and leg.
“They revived him, and then he
just started to cry,” the official
said. They have opened up the
road to about six miles away
from the town, and rescuers are
having to hike the rest of the way.
On the outskirts of the small

city of Shifang, east of the epicen-
ter, Fang Haiying, a 40-year-old
rice farmer, said more than 10
members of her village remained’
buried in the rubble of their
houses. Sheandher extended fam-
ily were wearing surgical masks
to protect themselves from a
chemical leak at a damaged am-
monia plant a few miles away.
“We’ve been waiting but no one
from the government has come.
Wehave nothing to eat,” she said.
Nearly every house in Yinhua
village on Shifang’s westernedge
was destroyed. Boulders loosed
by Monday's quake, some as big
as vans, littered the main road in
the area, along with the vehicles
they knocked over or crushed.

Survivcrs of the chaos waltked
Please turn to the back page

Two Charged
In Tax Case
Tied to UBS,
Billionaire

BY CARRICK MOLLENKAMP,
GLENN R. SIMPSON
AND ALEX FRANGOS

As part of a widening probe,
the US. has charged a former
UBS AG banker and a Liechten-
stein consultant with helping cli-
ents avoid taxes by opening se-
cret bank accounts, destroying
documents, using Swiss credit
cards and filing false tax returns.

One client was billionaire Cali-
fornia real-estate developer Igor
Olenicoff, Mr. Qlenicoff set up a
web of secret hank accounts in
Switzerland and Liechtenstein to
avoid taxes on $200 million in as-
sets, a person familiar with the
U.S. ¢ase said. Mr. Olenicoff has
heen cooperating with investiga-
tors in the wake of his December
guiltypleatoacriminal countof fil-
ing afalse 2002 U.S. tax returi. He
was ordered to pay $52 million.

The case provides a rare win-
dow into the world of private
banking--the personalized finan-
cial services offered to wealthy
customers—where Switzer-
land’s UBS has long dominated.

“‘The case could lead to other U.S.
clients: The indictment says the
two financiers—former UBS pri-
vate banker Bradley Birkenfeld
and Liechtenstein financial ad-
viser Mario Staggl—courted rich
Americans and helped some of
them avoid paying taxes.

The indictmentisare thelatest

sign that elaborate tax-evasion
schemes available only to the su-
i per-rich are teetering toward a
collapse. New information in re-
cent months has come from cur-
rent or former bank employees
whopossessthenamesofclients. -
The U.S. investigation info the
Please turn to page Al7
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% UBS ] 28

Tel.+471 123411 11

Daniel B. Pervon
Birengase 16
8001 Ziich

T +41123770 70
fax +41 1237 7077
dﬂ“ﬂlﬁmm"ﬂ

W, ubys com

November 4, 2002

Dear client

From our recent conversations we understand that you are concemed that UBS' stance on keeping
its U.S. customers' information strictly confidential may have changed espedally as a result of the
acquisition of Paine Webber. We are writing to neassure you that your fear is unjustified and wish
o outfine only some of the reasons why the protection of dient data can not possibly be
compromised upon:

~ The sharing of customer data with a UBS unit/affiliate located abroad without sufficiant
customer consent constitutes a violation of Swiss banking secrecy provisions and exposes the
bank employes concamed to seveve aiminal sanctions. Further, we should lke 1o underscore
that a Swiss bank which runs afoul of Swiss privacy laws will face sanctions by its Swiss
regulator, the Swiss Federal Banking Commission, which can amount up to the revocation of
the bank's charter. Already against this background, it must be dear that information relative to
your Swiss banking relationship is as safe as ever and that the passibility of putting pressure on
our U.S. units does not change anything. Our bank has had offices in the United States as early
as 1939 and has thersfore been exposed to the risk of US authorities asserting jurisdiction over -
assets bocked abroad since decades. Please note that our bank has a successful track record of
challenging such attempts. J ’

} — Asyou are aware of, UBS {as all other major Swiss banks) has asked for and obtained the status
of a Qualified Intermediary under U.S. tax laws. The QX regime fully respects dient -
confidertiality as customer information are only disclosed to U1.5. tax authorities based on the
provision of a W-9 form. Should a customner choose not 1o exearte such a form, the dient s
barred from investments in US securities but under no drammstances will histher identity be
revealed. Consequently, UBS's entire compliance with its QI obligations does not create the risk
that hiser identity be shared with U.5. authorities.

We look forward 1o working with you.

Sincerely,
UBs AG

F
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ELECTRONIC DATA SYSTEMS

service management center for Electronic Data Systems in Plano, Tex. Hewlett-Packard is
iring E.D.S., but analysts say it will be difficult to double profit margins without layoffs

PAUL SAKUMA/ASSOCIATED PRESS

¢ V. Hurd, chief of Hewlett-Packard, cut costs, increased

ny's work force has. grown,
reaching about 172,000 in 2008.

H.P. might provide more de-
tails about its plans for E.D.S.
when it reports second-quarter
earnings next week.

In a preliminary report, H.P.
said Tuesday that it earned 80
cents a share on revenue of $28.3
billion in the period ended April
30, compared with net income of
65 cents a share on revenue of
$25.5 billion for the same quarter
last year. That was slightly better
than analysts had expected.

Christine Ferrusi Ross, an ana-
lyst with Forrester Research who
covers the services industry, said
that the E.D.S. deal was poten-
tially less disruptive to Hewlett-
Packard than the Compaq one be-
cause E.D.5. was going to retain
much of its identity.

“There’s a tendency to say that
because this deal is so huge, it’'sa
massive shake-up,” she said, But
she views the transaction as
more about Mr. Hurd's imposing
the discipline he brought to Hew-
lett-Packard on E.D.S.

Mr. Bracelin said that the
E.D.S. deal provided a chance to
see if Mr. Hurd could expand his

T hmcemeed da famed
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Ex-Banker
From UBS
Is Indicted
In Tax Case

By LYNNLEY BROWNING

Some of the secrets of Switzer-
land's biggest bank were put on
display on Tuesday as federal au-
thorities indicted a former UBS
banker on charges of heiping a
wealthy American real estate de-
veloper evade taxes. '

The one-count conspiracy in-
dictment, unsealed in federal
court, accuses the former banker,
Bradley Birkenfeld, of helping
the developer evade taxes on
$200 million held in bank ac-
counts in Switzerland and Liech-
tenstein. The- indictment also
names as a co-conspirator Mario
Staggl, an executive at a trust
company in Liechtenstein, a ma-
jor European tax haven.

An official briefed on the in-
vestigation identified the devel-
oper as Igor Olenicoff, the billion-
aire founder of Olen Properties. A
lawyer for Mr. Qlenicoff, Edward
M. Robbins Jr., declined to com-
ment, as did Mr. Olenicoff when
contacted by e-mail.

The indictment is part of a wid-
ening federal investigation into
whether UBS, one of the world’s
largest money managers for the
wealthy, helped certain clients
evade taxes, and it suggests that
American authorities are step-
ping up scrutiny of offshore tax
transactions. The inquiry focuses
on UBS’s private bank based in
Zurich, which does much of its
business through Liechtenstein.

Martin Liecht, a top private
banker at UBS, recently was de-
tained briefly by federal authori-
ties in Florida as a material wit-
ness in the investigation.

Mr. Birkenfeld, 43, a citizen of
the United States, was the di-
rector of important clients for
UBS in Geneva from 2002 to 2006,
and is a partner and chairman at
Union Charter, which caters to
wealthy investors through offices
in Geneva, Dubai and Hong
Kong. Mr. Staggl, also' 43, is a co-
founder of the New Haven Trust
Company in Liechtenstein, which
specializes in tax planning.
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ewlett-Packard, cut costs, increased
tegrated several acquisitions.

would move or be cut, in part be-
cause the companies have not yet
done detailed integration plans.
Mr. Hurd also declined to be
specific about cost cuts. But “it is
dia. important to make our medel
f its  work on the cost side,” he said.
15, There is no question that Mr.
dbe Hurd has excellbd at cost-cutting.
nore .Early in his tenure, H.P. laid off
she more than 15,000 employees, al-
1any though more recently, the compa-

stry.
has
the
port
€ost

E.D.3. 0eal provkied a chance to
see if Mr. Hurd could expand his
effectiveness heyond the hard-
ware business.

“There ig a little question mark
on how well he’'s been able to
drive improvement in the de-
mand fundamentals for H.P's
other products,” Mr. Bracelin
said.

In the long run, Mr. Bracelin
predicted, Wall Street will em-
brace the E.D.S. deal. “Three
years from now we’ll look back
and say this is the right acquisi-
tion,” he said, *In the next 6 to 12
months, it’s going to be sloppy.”

elivery of Airbus A380s Again

LEON NEAL/AGENCE FRANCE-PRESSE — GETTY IMAGES

AL

15 A380, the production of which has been plagued by delays.

ed a
hree

will potentially have some im-
pact, the details of which we will
need to understand from Airbus.”

Fabrice Brégier, chief operat-
ing officer at Airbus, told Reuters
that Air France-KLM would be
among those airlines whose
A380s would be delayed. “All the
dates are going to slip by around
three months and notably for Air
France-KLM,” he said.

Singapore Airlines, with 19
A380s on order, has received 4
and is expecting the fifth by mid-
June. “We will be discussing with
Airbus how this will impact on
our future deliveries,” a spokes-
man for the carrier, Stephen For-
shaw, said.

Lufthansa, with a delivery
schedule that extends to 2015 for
15 planes, expects its first deliver-
ies from March to October 2009.

“We are waiting for new in-

will
. the
their
ising

esti-
f the
| dis-
ners.
i and
iver-
KLM
reive

chief
3 al-

will
from

gest
ared.

airlines’ opting to delay delivery
of some planes into next year.

Tim Coombs, managing direc-
tor of Aviation Economics, a con-
sulting firm in London, said air-
lines might increasingly factor
scheduling reliability inte their
buying considerations.

“They might wait until the air-
craft's design, production and
teething problems had been
ironed out,” Mr. Combs said.
“There is an issue around not
building in enough space in the
timetable to iron out problems.”

Mr. Brégier, the Airbus chief
operating officer, said the A380
delay would not have any impact
on the A350 passenger plane now
under development. “The A350
and the A330 are not in competi-
tion for resources, since the A350

is in the early phases of design,”
he said. .
Charas in Ennns A nantie

Company in Liechtenstein, which
specializes in tax planning. ‘

Mr. Birkenfeld made an initial
appearance on Tuesday in the
United States District Court for
the Southern District of Florida
in Fort Lauderdale. Mr. Stagg!,
who is a citizen of Liechtenstein,
remains at large and did not re-
spond to e-mail messages. :

According to the indictment,
the two men created fictitiogs
trusts and bogus corporations to
conceal the owmership and coh-
trol of offshore assets. They also
advised clients to destroy bank
records and helped them file false
tax returns, the indictment said.

The two men and others made
several trips to the United States
to pitch tax plans that were in-
tended to contceal American bank
clients’ ownership of accounts in
a Swiss bank, the indictment
said.

The plans enabled UBS to
avoid its obligations to disclose
certain income information to the
LR.S., the indictment said, while

also evading certain American

tax requirements. The corner-
stone to the defendants’ pitch
was that Swiss and Liechtenstein
bank secrecy was impenetrable,
the indictment said.

UBS declined to comment on
the charges. :

In December, Mr. Olenicoff
pleaded guilty to tax evasion and
to lying on his tax returns, and
agreed to pay back taxes totaling
$52 million. Mr. Olenicoff, who
was born in Russia and emigrat-
ed to the United States derades
ago, is on the Forhes 400 list of
wealthiest people, with an esti-
mated net worth of $1.7 billion.

The developments come at a
difficult time for UBS, which has
been hit by hard by the credit cri-
sis. The bank has suffered write-
downs of about $38 billion since
last summer, leading to the de-
parture of a chief executive, a
chairman and other senior man-
agers.

Liz Claiborne Beats
Wall St. Expectations

By Reuters

Liz Claiborne said Tuesday
that higher-than-expected sales
helped first-quarter operating
profit zoom past Wall Street esti-
mates. )

Despite the strong results, Liz
projected weakness in the second
quarter because of a calendar
shift, disappointing sales trends
in its Mexx Europe business and
discounting by American retail-
ers.

Liz cut its full-year profit fore-
cast, citing the weak economy.

Tire firct.mmartar net eales
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Hurdles abound in cross-border chase
By Haig Simonian in Zurich
Published: May 15 2008 03:00 | Last updated: May 15 2008 03:00

Senior lawyers warned yesterday that US authorities could face serious impediments in mounting prosecutions
after the indictment this week of two bankers based in Switzerland and Liechtenstein on alleged conspiracy to aid
tax evasion.

The US Department of -Justice said on Tuesday that it had indicted Bradley Birkenfeld, a US citizen living in
Switzerland, and Martin Staggl, a Liechtenstein national, on charges of aiding a US billionaire evade income tax
on $200m held abroad.

The move came to the backdrop of mounting pressure from industriafised countriés for a crackdown on tax
evasion, including banks, trust companies and their employees, from traditional havens of client confidentiality
such as Switzerland and Liechtenstein.

"This is not the end of the story," said Philip Marcovici, a partner and private banking specialist at Baker &
McKenzie in Zurich.

The US indictments followed unconnected action this year by the authorities in Germany involving two
Liechtenstein banks that -suffered the theft of client data.

Lawyers warned that high-profile arrests or investigations of prominent citizens, such as those undertaken in
Germany, were a blunt way to tackle the problem of tax evasion and "legacy” assets abroad.

"There needs to be some sort of co-ordinated international approach”, said Mr Marcovici.

The DodJ case is based on allegations that Mr Birkenfeld and Mr Stagg| "conspired to defraud the United States by
assisting a US citizen . . . in creating nominee entities, fictitious trusts, and bogus corporations” to conceal the
ownership of offshore assets.

The case involves the US Qualified Intermediary agreement - an arrangement between banks and the US
authorities allowing a degree of client confident-iality in return for the -provision of certain client information.

The US rules cover individuals but not companies, meaning that individuals could exploit the rules to channel
assets to non-declarable companies created in tax havens,

To secure prosecutions, the US authorities would have to demonstrate that bankers or their employers
deliberately encouraged clients to exploit such legal loopholes. Banks involved could have an additional line of
defence in arguing, for example, that any wrong-doing was the work of "rogue” employees rather than company
policy.

In the case of UBS, for example, the world's biggest wealth manager required Swiss-based executives covering

wealthy US clients to sign a defailed document demonstrating they were aware of all legal constraints before
crossing the Atlantic on business.

However, the US investigations are being helped by the co-operation of at least one of the three peopie involved.

The Financial Times has leamed that Mr Birkenfeld is a-former UBS private banker who turned whistleblower after
an acrimonious parting with his employer in 2006.

Meanwhile, the unnamed US property developer involved in the case, identified as Igor Olenicoff, pleaded guilty in
December to filing a false tax return and agreed to pay $52m in back taxes. He was sentenced to probation, 120
hours of community service and was fined $3,500.

Mr Birkenfeld, who appeared in court this week, was released on a $2.1m surety, along with electronic monitoring
and unspecified other conditions.

The fact that Mr Birkenfeld, as a senior UBS client adviser, might typically have handled 50-100 big accounts,

h ]
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suggests further investigations will follow in what is likely to be a widening investigation. The legal complexities
suggest securing prosecutions might be another matter.
Additional reporting by Joanna Chung in New York
Taken to task

The latest register of specialist advisers for clients setiing up trusts compiled by the Liechtenstein Financial
Markets Authority runs to no less than 258 names in a country of just 34,000 people, writes Haig Simonian in
Zurich .

New Haven Trust (or Treuhand in German), the company cited in the US Dod indictment, is a small and recent
addition. Established in 1995, its 14 staff include Mario Staggl, the Liechtenstein citizen named by the DoJ as a
defendant alongside Mr Birkenfeld.

According to the UK-based Society of Trust and Estate Practitioners, New Haven's activities involve the classic
trust tasks, as well as tax planning and estate and succession planning.

Mr Staggl, a partner in New Haven, said he had been surprised by the indictment. "l know no more than what I've
read in the press,” he said.

He declined to comment on the DoJ's allegations that he had since 2001 "devised, marketed and implemented tax
evasion schemes for United States clients”. He said he was in fouch with his lawyers regarding the claims.

Copyright The Financial Times Limited 2008
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TAX HAVENS

Europe, US Battle Swiss Bank Secrecy

By Beat Balzii and Frank Hornig

After fighting Switzerland's banking secrecy laws for decades, European finance ministers are
about to receive support from the United States. Investigations into major Swiss bank UBS and a
proposed law against tax havens are ratcheting up pressure against the system.

REUTERS

UBS headquarters in Zurich, Switzerland

Martin Liechti, a senior executive with the private banking division of major Swiss bank UBS, worked
through his business appointments n New York with his usual efficiency. A subsequent trip to the Bahamas
for a meeting in late April was also pure routine. In the Caribbean paradise, Liechti was scheduled to attend
a supervisory board meeting of UBS (Bahamas) Ltd., and to take a closer look at the options for doing
business with America's super-rich, including parking their money in Swiss trust accounts. But Liechti, a man
known for his abrasive manner, never arrived in the Bahamas. US officials abruptly ended his trip when he
was about to change planes in Miami. Since then, Liechti has been barred from leaving the country because
the American authorities are investigating his employer for allegedly helping clients to evade taxes.

Liechti's former colleague Bradley Birkenfeld, as well as Mario Staggl, an executive with a trust company in
Liechtenstein, are under indictment for allegedly helping American billionaire Igor Olenicoff evade taxes.
According to the indictment, a fortune of about $200 million (€129 million) was sheltered from tax
authorities "In secret bank accounts in Switzerland and Liechtenstein.” Prosecutors allege that Staggl's
attorney in Gibraltar even helped Olenicoff hide the details of his ownership of a "147-foot yacht.”

The accused are alleged to have forged speclal forms that Swiss banks use to report their US customers'
capital gains to the US tax authority, the Internal Revenue Service (IRS). Both Birkenfeld and Staggl have
declined to comment on the charges.

"BS is walking a thin line. On the one hand, it has to show a wlllingness to cooperate. On the other, it is
trying to protect its customers' banking secrets,” says Robert Heim, an attorney in New York and a former
investigater with the US Securities and Exchange Commission,

"The Justice Department will urge the two to cooperate,” says Heim. "The more information they provide,
the less severe their penalties will be." He expects that their testimony will soon lead to further indictments
and arrests. "This is a very bad development for UBS," says Heim,

According to Heim, the United States Is by no means the only place where Swiss high finance and the
country's banking secrecy laws are coming under growing pressure. Forelgn authorities around the globe are
increasingly taking sharper action against tax evaders. Swiss financial institutions, often in tandem with
partners in Liechtenstein, play a central role in helping the ultra-rich avoid paying billlons in taxes,
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An almost unimaginable fortune of more than €3 trillion ($4.7 trillion) is ‘currently sitting in Swiss bank
accounts. The discreet Swiss allow vast amounts of money to disappear into trusts, offshore companies and
bank accounts, money that is often protected by Switzerland's banking secrecy laws.

"Criminal Support of Economic Crime"

Because of these laws, foreign officials on the hunt for untaxed riches are often forced to end their quests at
the Swiss border -- to the anger and dismay of the world's finance ministers, and others. Rudolf Elmer, a
controversial former executive with the private bank lulius Bér, condemned the dubious methods employed
by Switzerland's financial institutions at a press conference in Berlin [ast week. He sharply attacked his
native Switzerland, accusing it of engaging in "criminal support of economic crime.”

' Many politicians agree. The most recent challenge comes from French
‘ Singapore.l Finance Minister Eric Woerth, who plans to dry up the profit sources of
Hong K Alpine "tax robbers,” as he announced in a recent interview. The Frenchman
ng has called for an initlative against tax havens and wants Switzeriand to

B 1
Others {
5
New Yo | guarantee "maximum transparency and the exchange of information.”
i
[
|

Miami 8%
" Lo 7
Canary Islands 4

Woerth also plans to examine the black list of the Organization for Economic
Cooperation and Development (OECD) because, as he claims, many

countries have only been removed from the list thanks to “vague promises."
Woerth says that he has already discussed the matter with German officials.

| One man he can count on as an ally in his campaign against tax havens is
DER SPIEGEL  German Finance Minister Peer Steinbriick. The Germans are especially fond
Graphic: Money Hubs of parking their untaxed assets in foreign tax shelters. According to a study
based on data from DSTG, the German national tax collectors’ union, and
the Bundesbank, Germany's central bank, close to €500 billion ($775 billion}
in untaxed German assets are in foreign tax shelters, with fully one-third of that amount on deposit in
accounts in banks in Swiss cities like Geneva, Zirich and Lugano.

Former German Finance Minister Hans Eichel is a vocal critic of Swltzerlalnd's special status, and he is fond of
appearing on Switzerland's prime-time television talk shows, where he sharply attacks Swiss banking
secrecy. "A person who recelves stolen goods is no better than a thief," he says.

Nevertheless, Eichel's comments are greeted with complete incomprehension. Despite the rallying cries of
Eichel -- 2 member of Germany's center-left Social Democratic Party -- such as "tax evasion is committing
theft against the people,” the majority of Swiss continue to support banking secrecy.

One of the system’s strongest advocates is a senior executive with Switzerland's oldest private bank. For
Konrad Hummiler, a partner in Wegelin & Co., German tax evasion is a legitimate defense by citizens
attempting to "partially escape the current grasp of the administrators of a disastrous soclal weifare state
and its fiscal policies."

"Swiss-style saving outside the system" is something to which not only the weaithy, but also productive
small and mid-sized businesses are entitled. "These people must be protected," says Hummiler.

Banking secrecy as an act of humanitarian compassion? More than anything, Switzerland's system of
barnking secrecy amounts to a very good business. It is considered the most controversial model of success
in the history of global high finance. In past decades, the banking secrecy that is protected by law in
Switzerland has acted like a magnet, drawing in trillions of euros and contnbuting to the meteoric rise of the
small Alpine country's financial sector.

' mmndls Once insignificant boutique banks transformed themselves into banking
| y ' . Industry giants. Despite suffering record losses as a result of the US
i lﬂl’g&ﬁt Bﬂﬂkﬁ subprime mortgage crisis, banks like UBS and Credit Suisse are still seen as

| by assets under " top choices for purtfollo managers. The entire industry makes up 15 percent
management at the end Uf of Switzerland's gross domestic product. "It makes us fat, but impotent,” top
2007, In billions of euros ' banker Hans . Bar complained a few years ago In his memoirs.

|
%

UBS ... o - 3, ORT . From small and mid-sized businesses to athletes to actors, everyone values
i . l the Swiss authorities' policy of refusing to respond to inquiries from foreign
| Credit Suisse ... 948! tax investigators. Those seeking a place to park untaxed income have
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E Pictet 259 nothing to fear in Switzerland. Thelr account information is kept under lock
* T i and key because tax evasion is not considered a criminal offenice in the
country. Foreign governments can only expect assistance from the Swiss
when it comes to tax fraud, such as when their tax authorities are deceived
with falsified documents [ike bogus company accounts.

DER SPIEGEL

A recent incident at Credit Suisse illustrated how routine and matter-of-fact it Is for Swiss banks to help their
foreign clients avoid paying taxes. Because of embezzlement of customer maney, one of the bank's
customer advisors was summoned to appear in court in Zurich and divulge his employer's practices. At the
bank's offices on downtown Zurich's posh Paradeplatz square, the defendant and his coworkers helped
manage the assets of custorners living in Germany, including a wealthy, elderly woman. According to the
indictment, house visits with the client were as much a part of Credit Suisse's service as "tax optimization."
The banker allegedly deposited the proceeds of real estate sales as cash into trust accounts, in an attempt to
"make it impossible to trace the source of the funds,” the prosecutor writes.

Naturally, the Zurich court refused to overrule the country's banking secrecy laws. The names and addresses
of the injured parties were not divulged -- neither in the indictment nor in the courtroom.

A Wall of Silence

Switzerland's wall of silence has been in place for more than 70 years. In the Third Reich, both the Nazis and
the persecuted Jews valued the small country's discreet services. After the war, Colombian drug dealers,
African dictators and tax evaders from around the weorld pumped their ill-gotten billlons into Swiss vaults,
Former Philippine dictator Ferdinand Marcos, for example, had more than $600 million (€387 million)
stashed away in Swiss bank accounts. )

Money-laundering was not made a criminal offense in Switzerland until 1990. Before that, Swiss banking
secrecy laws were even impregnable to foreign authorities pursuing members of the mafia.

In the meantime, however, It has become easier to crack the country's once hermetically sealed vaults.

A treaty with the European Union "to combat fraud" is expected to come into effect by the end of the year.
When that happens, Switzerland will "also provide administrative and legal assistance in cases of tax evasion
in the area of value-added tax," says Robert Waldburger, a professor of tax law and former deputy director
of the Swiss Tax Administration. German tax fnvestigators will then be able to contact their Swiss
counterparts directly and discuss the necessary account information.

The new rules will be especially detrimental to small and mid-sized companies. Their private illicit earnings
are often derived from undeclared company sales, for which they also failed to pay value-added tax.

The Demise of Swiss Banking Secrecy

1s Swiss banking secrecy headed for the history books? And are Steinbriick and other finance ministers
fighting a paper tiger?

Almost, but not entirely. According to Waldburger, "the automatic exchange of information,” in other words,
the disclosure of account details, "would spell the real demise of Swiss banking secrecy.” But the treaty on
the taxation of interest between Switzertand and the EU still prevents this from happening.

After years of negotiations, the EU member states agreed that the Swiss could fevy a source tax, a sort of
withholding tax, which would increase over time, on the Interest earnings of foreign customers, and turn
over this source tax to the EU states without including customer data. However, the tax is easily
circumvented with special financial products and letterbox companies, because it does not apply to legal
persons,

But this is precisely what EU member states' Austria, Luxembourg and Belgium are also doing. For this
reason, a uniform EU directive to strengthen the interest taxation directive is not in sight. When finance
ministers met in Brussels last Wednesday, Steinbriick encountered strong resistance to his demands.
Austrian Finance Minister Wilhelm Molterer has said that banking secrecy is "not up for discussion.”

In the United States, on the other hand, the Swiss banking industry could run into difficulties sooner. For
years, the US Senate has been conducting its own detailed inquiries into the issue of tax evasion. Senators
have summoned key representatives of the industry, including tax advisors, accountants, lawyers and
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bankers, to the Capltol in Washington for lengthy hearings.

These hearings have produced reports, some of them hundreds of pages long, on the "tax shelter industry®
and "its tools, methods of obfuscation and those pulling the strings." UBS was mentioned early in the Senate
documents as an offender. With relish, the senators cited a letter written by an insider to UBS management.
According to the letter, the bank offers "US taxpayers Illegal tax evasion models," part of a system that
costs American tax authorities "several hundred million dollars a year.”

Of course, others -- the auditors at KPMG -- invented the system on which this is based. After admitting to
charges of criminal tax fraud conspiracy, they only managed to avoid further criminal prosecution in the
United States in 2005 by paying $456 million (€294 million) in fines and penalties.

By this point, the UBS executives shouid have known that they were likely to face significant problems in the
United States. Many of the "tax optimizers" advised by KPMG had maintained accounts with the Swiss bank.
The trali had been set. All the American officials had to do was to follow it.

Three US authorities are now conducting investigations against the Swiss portfolio managers: tax
investigators from the US Justice Department, the Securities and Exchange Commission (SEC), headed by
Christopher Cox, and New York Attorney General Michael Garcia. All are now hunting down the Swiss.

Political conflict is also on the horizon. An aggressive bill to combat tax evasion, the "Stop Tax Haven Abuse
Act," was introduced in the US Congress last year. The legislation provides for tough measures against 34
tax havens, including Liechtenstein, Luxembourg and Switzerland.

The bill has stood little chance of becoming law until now, But that could quickly change after the
presidential election in November. Once of the bill's three sponsors is Senator Barack Obama, who is
currently favored to win the White House.

Transiated from the German by Christopher Sultan
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Ingquiry Into a Guarded World
- LYNNLEY BROWNING

One afternoon in April, six dozen wealthy Americans were entertained at a
luncheon party in Midtown Manhattan, aleng with a special guest from Paris: Henri
Loyrette, the director of the Louvre.

The host of the exclusive gathering was the Swiss bank UBS, whose elite
private bankers built a lucrative business in recent years by discreetly tending
the fortunes of American millionaires and billionaires. As the wine flowed and Mr.
Loyrette spoke of the glories of France, UBS bankers courted their affluent
Jguests.

But now, as the federal authorities intensify an investigation into effshore
bank accounts, the secrets of this rarefied world are being dragged inte the open
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-— and UBS's privileged clients are running secared.

Under pressure from the authorities, UBS is considering whether to divulge the
names of up to 20,000 of its well-heeled American clients, according to people
close to the inguiry, a step that would have once been unthinkable to Swiss
bankers, whose traditions of secrecy date to the Middle Ages.

Federal investigators believe some of the clients may have used offshore
accounts at UBS tc hide as much as $20 billion in assets from the Internal Revenue
Service. Doing so may have enabled these people to dodge at least %300 million in
federal taxes on income from those assets, according to a government official
connected with the investigatiorfi.

One prominent UBS client, a wealthy property developer in California named Igor
Olenicoff, has already pleaded guilty to filing a false 2002 tax return. But as
the investigation tears holes in the wveil of secrecy surrounding tax havens like
Switzerland and Liechtenstein, other names are surfacing, according to the
authorities.

+

New revelations are likely to come Monday, when a former UBS banker is expected
to testify in a court in Florida about how he helped Mr. Olenicoff and other
clients evade taxes. The former banker, Bradley Birkenfeld, is set to plead quilty
to helping Mr. Qlenicoff conceal $200 millicn.

''"He's going to sing like a parakeet,'' one of Mr. Birkenfeld's former clients
said.

UBS said that it was cooperating with investigaters and that it was against its
policy to help Americans evade taxes. QOfficials at the bank declined to comment
for this article.

Using offshore accounts is not illegal for United States taxpayers, but hiding
income in sco-called undeclared accounts is., At issue is whether the UBS clients
filed W-9 tax forms with the I.R.S., disclosing securities and assets held
offshore, as required by law. Switzerland does not consider tax evasion a crime,
and using undeclared accounts is legal there.

The caseé could turn into an embarrassment for Marcel Rohner, the chief
executive of UBS and the former head of its private bank, as well as for Phil
Gramm, the former Republican senator from Texas who is now the vice chairman of
UBS Securities, the Swiss bank's investment banking arm. It also comes at a
difficult time for UBS, which is reeling from $37 billion in bad investments, many
cf them linked to risky American mortgages.

The federal investigation, which is part of a broad, international crackdown on
tax cheats, suggests that United States autherities are shifting their fecus to
Liechtenstein and Switzerland from Caribbean havens like the Bahamas and the
Cayman Islands, The Senate Permanent Subcommittee on Investigations is scheduled
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to hold hearings as early as this month on offshore products sold by UBS and by
the LGT Group, the bank owned by Liechtenstein's royal family.

At the center of the UBS investigation is Mr. Birkenfeld, 43, who grew up in
the Boston area and went on to live what might seem like a charmed life as a
private banker in Switzerland. Through his lawyer, Danny Onorato, Mr. Birkenfeld
declined to comment.

Mr. Birkenfeld's testimony could deal a stinging blew teo UBS, the world's
largest money manager for people whom bankers pelitely call "'high net worth
individuals.'' Since 2006, the bank has opened plush offices in Wew York and six
other United States cities, among them Boston, Chicage and Houston, to cater to
people who are worth at least $10 million.

Many UBS customers are worth far more than that, To lure them, UBS bankers
canvassed cultural and sports events like Art Basel, the America's Cup and Boston
Symphony Orchestra gencerts.

''It's not a question of finding wealthy people; it's a question of how do you
develop a network,'' said Purvez Siddigi, who recruits private bankers like Mr.
Birkenfeld for big banks. But Mr. Siddigi said he was ''astonished'' by how
aggressively UBS marketed its offshore accounts to Americans.

Mr. Birkenfeld tcek care of important clients for UBS's private bank catering
to United States citizens with offshore accounts, and was central to UBS's effort
te lure them,

Before jeining UBS in 2001, he worked at Barclays Bank in Geneva, where brought
in Mr. Olenicoff, the billionaire owner of Olen Properties. When Mr. Birkenfeld
joined UBS, he brought Mr. Olenicoff along, and later helped him move hundreds of
millions of dellars from the Bahamas to Switzerland, according to a financial
executive briefed on the matter.

Shertly after Mr. Olenicoff left UBS for LGT, the Liechtenstein bank, in 2005,
Mr. Birkenfeld resigned. The banker formally left UBS in March 2006.

Mr. Birkenfeld later claimed in a Swiss legal proceeding that UBS had not paid
him a bonus he was owed. A former associate said Mr. Birkenfeld had become angry
over what he considered the bank's wink-and-nod standard regarding tax evasion.
UBS typically rewarded private bankers for attracting new clients in the United
States, rather than for the fees the bankers generated for UBS from existing

custemers.

Mr. Birkenfeld also was angered when UBS asked bankers to sign papers saying
that they, not the bank, would be responsible if they broke non-Swiss tax laws,
according tco a European financial executive briefed on the matter.

-

About a year ago, concerned by a tax investigation into Mr. Olenicoff, Mr,
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UBS to Give Some Names in U.S. Tax Probe, SonntagsZeitung Says
By Carey Sargent
June 8 (Bloomberg) -- UBS AG plans to give some customers' names to the U.S. Justice Department to end an inquiry

into whether it helped clients evade U.S. taxes, SonntagsZeitung said, citing a *“high-ranking employee" it didn't
identify by name.

UBS will only give names of customers when it doesn't contravene Swiss banking secrecy laws, the newspaper said,
citing the U.S.-based employee. That would cover only "a few" clients, the employee told the newspaper. UBS said
June 6 it is treating the case seriously, Dominique Gerster, a spokesman for the bank, declined to comment further
today.

The New York Times reported June 6 that UBS is considering whether to disclose the names of 20,000 U.S. customers.
U.S. authorities are investigating whether some clients may have used offshore accounts at UBS to hide as much as $20
billion in assets from the Internal Reveniie Service and dodge at least $300 million in taxes, the New York Times said.

“‘nonsense,” an unidentified Zurich-based UBS employee told SonntagsZemmg

Former UBS AG private banker Bradley Birkenfeld has agreed to plead guilty in a tax-evasion probe in federal court in
Fort Lauderdale, Florida. Birkenfeld and Mario Staggl, a Liechtenstein banker, were indicted for helping wealthy
Americans evade taxes by setting up sham corporations.

Birkenfeld, 43, has been cooperating in the probe of Zurich- based UBS for more than a year, U.S. prosecutors said at a
hearing on May 13. Birkenfeld and Staggl marketed Swiss and Liechtenstein bank accounts to Americans who wanted
to evade U.S, taxes, telling them that '*Swiss and Liechtenstein bank secrecy was impenetrable,” according to the
indictment.

To contact the reporter on this story: Carey Sargent in Geneva at Csargent3@bloomberg.net

Last Updated: June 8, 2008 06:36 EDT
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Tax Scandal's Mystery Man

Liechtenstein's Mario Staggl is accused of working with a former UBS banker to hide $200 million from the
IRS. Now he's a fugitive

by David Henry, Matthew Goldstein and Jack Ewing

From all appearances it's business as usua! for financiat consultant Mario Staggl. The 43-year-old married father of two continues
to report for work at a modest three-story building in his native Liechtenstein, the tiny principality of 35,000 between the Austrian
and Swiss Alps. He answers calls and e-mails as before. When friends stop by his office, they're greeted by an affable assistant.

Half a world away, howaver, Staggl is in deep trouble. Last month he failed to appear in U.S. federal court in Fort Lauderdale to
answer charges that he helped a billionaire hide $200 million from the IRS. After that, prosecutors branded him a fugitive. Staggl's
partner in the aileged scheme, former UBS private banker Bradley Birkenfeld, was expected to piead guilty on June 19—and to
implicate colieagues and wealthy U.S. clients. It would be another black eye for UBS, already battered by subprime—related
losses. '

Yet the Staggl scandal barely merits notice in Liechtenstein, which rivals Switzerland as one of the world's most prominent tax
havens. Tax evasion isn't considered a major offense here, so Staggl may not be extradited; local newspaper editor Tino
Quaderer call the charges "no big deal." So far Staggl doesn't seem inclined to fly to the States to dispute allegations that he set
up secret accounts and offshore companies for Birkenfeld's client. Staggl declined to comment. “It's all too much,” says Staggl's
attorney, Andreas Schurti, declining BusinessWeelk's interview request.

A SAVVY OPERATOR, BUT DOUR

Despite Staggl's silence, a portrait of this mystery man emerges from court documents, regulatory filings, and company reports, as
well as interviews with associates and authorities in the U.S. and Europe. It shows Staggl to be a savwvy, if dour, operator for a
roster of notorious clients, including an heir to Britain's Tesco grocery store fortune, a penny stock promoter, and an alleged
smuggler of atomic bomb secrets.

For decades, some wealthy people have called on Liechtenstein bankers to hide their cash—horiestly earned or ill-—~gotten—from
the prying eyes of tax collectors and regulators. Some are uneasy about the perceptions. "The banking community in
Liechtenstein stands for privacy and confidentiality,” says Michael Lauber, director of the Liechtenstein Bankers Assn., "but not
tolerance for financing terrorism, money laundering, organized crime, or corruption.”

Staggl, who attended the Liechtenstein Trustee School in the early 1990s, has been on the banking scene since at least 1995.
That year he and Klaus Biedermann, a former member of the Liechtenstein Banking Commission, co-founded a firm called New
Haven Trust. Bypassing Vaduz, the principality's financial center, they set up shop in nearby Schaan, a town in a picturesque
valley known for denture making.

Soon Staggl was helping a host of wealthy clients, some of them quite colorful. His services proved valuable to Dame Shirley
Porter, an heir to the Tesco grocety fortune and a supporter of former Prime Minister Margaret Thatcher. During the late 1990s,
Porter was fighting charges in Britain that she rigged elections by evicting low-income residents from public housing and replacing
them with well-to-do Conservative Party voters. Facing penalties of more than 20 million pounds, the Porters moved the majority
of their wealth to offshore accounts, according to British authorities. Staggl, a stocky man who favors expensive suits, acted as a
director for at least one entity, Zollikon Investments, which was registered in the British Virgin Islands, another popular place to
hide money.

http://www.businessweek.com/print/magazine/content/08 26/b4090048256372.htm 6/19/2008
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COMING UP WITH THE CASH

In 2002, Porter wrote to her son, John R.C. Porter, explaining that she needed cash. Shortly thereafter Staggl authorized changes
in a loan made by Zollikon to Telos, a U.S. defense contractor owned primarily by Porter's son. The deal allowed Telos to get a
new loan and funne! nearly $3 miiiion to the Porters, according to regulatory filings. John Porter didn't respond to requests for
comment.

Around that time, Staggl was also working with Claude Greaves, a penny stock promoter and tax cheat convicted in an unrelated
matter. New Haven was the Liechtenstein affiliate of ICM International, a consortium of tax consultants and offshore incorporators
organized by Greaves, a native of Grenada. People familiar with the company say Greaves and his crew turned to Staggl when
they needed to squirrel away proceeds from Grenada's defunct Salisbury Merchant Bank and three smali British brokerages that
sold dubious stocks. Court-appointed liquidators traced the money to three accounts Staggl set up at Liechtenstein's Neue Bank.
British authorities investigated, but no charges were filed after Neue agreed to return the money. Neue declined to comment. "I've
known Mr. Staggl a [ong time," says Greaves, who is awaiting trial in London for an unrelated alleged stock scam. *I don't believe
what's written about him."

it wasn't the only time Staggl got mixed up in penny stocks. In 2006, he worked with Toronto financier Morrie Tobin to drum up
investors for Calibre Energy and Standard Drilling, whose shares socared and crashed within 12 months. Working both sides of the
Atlantic, the pair arranged meetings between bankers and prospective investors. Tobin says his "projects [with Staggl] are not
related to the indictment." -

Perhaps Staggl's most infamous client is Gotthard Lerch, a German engineer on trial in Stuttgart for allegedly supplying sensitive
nuclear technology to Libya and the network of Abdul Qadeer Khan, considered by many to be the father of Pakistan's atomic
bomb. Staggl managed money for Lerch—but gave up information o German investigators after two rounds of interrogation. In a
June 1 article in the Swiss newspaper Neue Ziircher Zeitung, Staggl said he "never noticed anything suspicious” about Lerch's
transactions and that they "didn't involve enormous sums." Even so, authorities have asked Staggl to testify in July. It isn't clear
whether he'll comply, but the German court could offer Staggl immunity from extradition to the U.S, while traveling to and from
Stuttgart to testify. '

PATRIOT GAMES

Staggl has gotten creative in the wake of the Patriot Act and other laws that empower governments to probe bank accounts more
aggressively. In 2002, for example, Staggl established a New Haven office in Denmark. Unlike Liechtenstein, Denmark doesn't
have a reputation as a tax haven, giving the accounts an extra layer of respectahility. “They were looking for a jurisdiction that was
kosher," says a person familiar with Staggl.

Staggl showed some fancy financial footwork in moving money around for lgor Olenicoff, the Russian émigré and California
developer at the center of the Florida indictment. As part of his services, Staggl used a shell company known as Landmark
Settlement, The entity had a complicated—and therefore difficult to trace—parentage. Headquartered in Denmark, Landmark was
owned by a company in the Bahamas but controlled by a Liechtenstein trust, according to incorporation records. Adding to a
veneer of propriety, Landmark was audited by BDO ScanRevision, the Danish affiliate of accounting firm BDO International.
Among Olenicoff's other repositories: an account at Neue, the same bank used by Greaves. Olenicoff pled guilty to tax evasion in
December, agreeing to pay $52 million in back taxes and perform community service.

Now U.S. and European authorities are focusing more intensely on Liechtenstein. As part of a probe into tax cheats, the U.S.
Senate's permanent subcommittee on investigations is focusing on Americans with accounts at LGT Group, a bank controlled by
Liechtenstein's royal family. Earlier this year, Gefman authorities arrested Deutsche Post Chief Exscutive Klaus Zumwinkel on tax
evasion charges after an LGT insider sold secret records to spies enlisted by the German government. Zumwinkel denies the
accusations. "LGT does not encourage or aid in tax evasion. It is in contact with the relevant authorities to cooperate,” says an
LGT spokesman.

With Staggl's fate unclear, a few of his associates are distancing themselves from him. When news of his indictment broke in May,
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Principle Capital persuaded him to resign his directorships at a number of the European money manager's subsidiaries. Partners
at New Haven's Denmark branch say he's no longer involved. BDO, meanwhile, says it quit auditing the Landmark vehicle Stagg|
set up for Olenicoff. At this rate, Staggl may soon find his bunker in Liechtenstein lonely.

Heniy is a senior writer at BusinessWeek. Goldstein is an associate editor at BusinessWeek, covering hedge funds and finance. Ewing is
BusinessWeek's European regional editor .
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Qualified Intermediary System:

US withholding tax on dividends and interest income from US securities

1. Background

The USA levies a withholding tax of 30% on
dividends and interest paid on US securities to
foreign investors. Investors from countries with
which the USA has concluded a double taxation
agreement (DBA) can request full or partial relief
from this tax. Relief of 15% is normally granted on
dividends, which means investors are credited with
a net 85% of the income,

By contrast, according to domestic US tax law,
interest payable to foreign investors on the most
common US (domestic) bonds issued after 1984 is
already exempt from the withholding tax
{"portfolio interest exemption rules”), subject to
confirmation of the status and identity of the non-
US investor. Relief from the withholding tax
payable on interest income (usually 0%) as
provided for in the DBAs is therefore only of
secondary importance.

Interest income on those bonds issued by US
borrowers that are most commonly traded on the
Euromarket are already exempt from any
withholding tax - provided that the bonds
concerned are bearer securities ~ on the basis of
the issuing process alone, i.e. without the need for
any further proof and without any duty of
disclosure. '

2. Relief procedure since 2001 (“Qualified
Intermediary System”)

The Qualified Intermediary System, which came
into effect in early 2001, allows foreign banks to
obtain relief from withholding tax for their non-US
clients (those not liable to US taxation) in
accordance with the relevant DTA, directly and
without having to file applications to reclaim the
tax. Essentially, as long as its documentation on
the clients concerned fulfils the acrepted client
identification rules, the foreign bank may credit
these clients with interest and dividends as befits
their tax status, having applied the correct
withholding tax rate as defined in the relevant
DTA, or having effected the relief in line with
domestic US tax law. The simple address rule
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previously in force has been replaced by a
“modified” address rule with  additional
documentation requirernents. This makes it much -
easier than it was before for clients to buy US
domestic interest-bearing paper (corporate bonds
and government paper).

3. Implications for clients

It is, however, a necessary part of the procedure
for the non-US bank concerned to acquire the
status of 'Qualified Intermediary’ (Ql). UBS AG has
this status and has entered into a contractual
agreement with the. US tax authority (the IRS)
known as the “Ql Agreement®. It goes without
saying that as well as the advantages associated
with the continued or even extended ability to
directly apply relief to US withholding tax, QI status
also entails certain obligations.

3.1. Natural persons

Firstly, a QI has to ensure that US Persons, i.e.
natural persons liable in full for taxes in the US
(defined as US citizens and Greencard holders
irrespective of their actual place of residence and
persons resident in the USA for more than 183
days during the current year) either declare
themselves to the US tax authorities (US form W-8,
no deduction of withholding tax but reporting
procedure 1089 must be followed) or are no
longer permitted to invest in US securities,

In the case of persons who are not US persons as
defined by US tax law, as leng as statutory client
identification procedures would appear to confirm
entitlement pursuant to the DTA concluded with
the USA, the QI can apply withholding tax relief on
dividends and interest as conferred by the DTA,
and/or directly apply the full relief to interest
income as permitted by the US "portfolio interest
exemption rules". In practice, most Swiss banks
also seek internal confirmation of whether the
client wishes to take advantage of the DTA relief
before applying it. For persons resident in countries
which do not have a DTA with the USA, the full
withholding tax of 30% must still be deducted
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from dividend payments. However, such investors
do benefit from full relief on "portfolio interest
exemnpt" earnings.

The main advantage of the Ql system and the
effect intended by the USA, is to enable
investments. to receive correct withholding tax
treatment in the USA without the need 1o disclose
any information on foreign investors to the US
custodian bank, the US tax authorities or any other
tax authority.

The dlient’s current tax status is documented by
the normal client identification procedures and
also by means of the internal forms used by UBS
AG.

3.2, Legal entities

The above rules also apply to bank clients that are
legal entities.

Legal entities which are domicifed in the USA ar
which are incorporated in the USA qualify as US
persons. These entities are not subject to the same
restrictions and reporting procedures that apply to
natural persons, hut in order to avoid
misunderstandings, the Ql is also entitled to ask
these persons to submit US form W-9.

Foreign legal entities that are not US persons, such

as Swiss incorporated companies, GmbH's
(companies with limited liability), cooperatives,
foundations, associations  autonomious  public

sector bodies and similar foreign legal forms
benefit in the same way as natural persons from
full relief on earnings from qualifying bonds
pursuant to the “portfolio interest exemption
rules”; they also benefit from a reduced
withholding rate on dividends and interest income,
provided that they are~covered by a DTA
concluded with the USA. As with natural persons,
the general condition here is of course that the
investor concerned is the beneficial owner of the
earnings in question, :

For legal entities, the QI Agreement additionally
requires that before any relief under a DTA can be
applied, the legal entity must expressly confirm to
the Qi that it fulfils the conditions for DTA
entitlerent pursuant to the applicable provisions
in respect of the “Limitation on Benefits” (no such
express confirmation is required for natural
persons). These highly complex provisions are
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included in all the more recent DTA's concluded
with the USA, induding those condluded with the
Netherlands, Germany, France and, nota bene,
Switzerland. The DTA's in question, the
withholding tax rates and the relevant "Limitation
on Benefits” ciauses can be called up via a link on
the homepage of the Swiss Bankers Association
{www.swissbanking.org).

In order to ensure compliance with the clauses of
the QI Agreement, the affirmation of non-US
person status obtained by UBS AG from the legal
entity by way of an internal form includes express
confirmation by the legal entity that it has taken
note of the provisions of the “Limitation on
Benefits” and that it fulfils the conditions for
recourse to the DTA. In cases of uncertainty or
where there are outstanding questions in respect
of these conditions, we recommend consulting a
professional tax advisor.

if there is no express confirmation that the
“Limitation on Benefits" clauses have been
fulfilled, the QI regulations dictate that UBS AG
cannot apply the relief from withholding tax on
dividends under a DTA, even if the legal entity is
domicited in a country that has a DTA with the
USA. Instead, dividends (and DTA interest income)
are taxed at the full US withholding rate of 30%.
Of course the same applies if there is no DTA
between the country of domicile and the USA.

This does not affect the grant of fuli relief in
respect of interest income from qualifying (US
domestic) bonds under the “portfolio interest
exemption rules”, which does not depend on the
existence of a DTA or the fulfilment of any DTA
criteria.

3.3. Special conditions for persons resident
/domiciled in Switzerland (additional tax
deduction USA)

Because the Swiss federal authorities have decided
that the “additional tax deduction USA” will
continue to apply to persons domiciled or resident
in Switzerland, the QI must continue to levy a tax
payment totaling 30% in respect of dividends, on
all natural persons and legal enfities resident or
domiciled in Switzerland (i.e. the original 15%
withholding tax due in the USA plus the 15%
"additional tax deduction USA* in Switzerland).
Taxpayers may continue to claim back the
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* additional tax deduction USA” from the relevant

Swiss tax authority as part of the normal tax

declaration process. It may be possible under the

DTA to claim a flat-rate tax credit in Switzerland

for the non-reclaimable original 15% withholding
tax due in the USA.

If the Swiss legal entity does not supply the
confirmation as detailed under 3.2 that it fulfils the
conditions set out in the “Limitation on Benefits”
clause, the full original US withholding tax
deduction of 30% applies. The "additional tax
deduction USA*" does not apply in such a case and
essentially there is no possibility of reclaiming the
tax in Switzerland. The full deduction should be
seen as a definitive charge.

According to the decision taken by the Swiss
federal authorities, the organizational forms that
are exempt from tax pursuant to Art. 56 of
Switzerland's law on direct federal taxes are
treated as special cases. The “additional tax
deduction USA" does not apply to these
organizational forms, i.e. they are only taxed at the
original US withholding rate of 15%. In order to
qualify for this special treatment, however, the
required form must be submitted to UBS AG in
-good time,

The comments on the "additional tax deduction
USA" do not apply to interest earnings that benefit
from full tax relief under the US “portfolio interest
exemption rules”.

3.4. Not applicable to organizational forms that
are not legal entities .

The above comments apply exdusively to
companies and organizations that qualify as legal
entities under national law. They do not apply to
companies or organizational forms that have no
legal personality, such as unincorporated firms
{collective companies, limited partnerships, limited
partnership corporations, general partnerships,
unlimited companies, etc.). These are subject to
other regulations and, under US'tax law, some of
them may qualify as transparent intermediaries
with a possible duty of disclosure. They also have
to be treated differently in the matter of recourse
to DTA benefits.
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3.5. Special investment vehicles (domiciliary
companies such as offshore companies,
foundations, trusts, etc.)

(Non-US) organizational forms used as investment
vehicles that could be classed as domidiliary
companies as defined in the Swiss code of due
diligence are subject to a special regulation. Such
organizations will either be an offshore company
or one of the wide range of foundations and trusts
that are used in asset management business. While
the main issue concerning domiciliary companies is
whether they really are companies and also
whether they really are the beneficial owner of the
assets as defined by US tax law (facts which can be
confirmed using the appropriate forms), the basic
problem with trusts and foundations is that US tax
law tends to regard them as transparent
intermediaries with corresponding  disclosure
obligations.

Whereas there was originally a solution to this,
whereby foreign investors could avoid having to
disclose information for the sake of it, changes
introduced in the relevant US regulations in fall
2003 largely made the continuation of this
selution unworkable. Given this change in
circumnstances, if there is no desire to disclose the
identities of either the bank's contracting partner
or the beneficial owner to the US tax authorities,
the possibile alternatives are for US securities to be
excluded from the portfolio, for the beneficial
owner to hold them directly, or for a structure to
be put in place between the foundation/trust and
the bank which itself serves as an independent,
non-transparent beneficial owner {e.g. a legal
entity/corporation/company) and submits
docurnentation to the QI to this effect.

4. Relevant US securities

The new regulations apply to securities issued by
US companies and borrowers. In general terms,
the securities involved are equities (of whatever
form) of US companies traded on US or foreign
stock markets or bonds (straights, zeros, etc.) from
US issuers (companies, local authorities,
government agencies, etc.) destined for the US
domestic market. The equity certificates issued by
these companies for trading outside the USA
(depositary receipts, Swiss certificates, etc) are
subject to the QI regulations in the same way as
are the underiying securities. Clearly, units in US
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investment  funds  (requlated  investment
companies, mutual funds, etc.) also qualify as US
securities, although units in foreign (non-US)
investment funds do not, even if the funds
themselves invest in US paper.

Different rules apply to Eurcbonds that are issued
by US borrowers specifically for foreign markets
and/or foreign investors, provided that these

Page 4

qualify as bearer paper under the "portfolio
interest exemption rules’. Such bonds are not
affected by the changes and are exempt from the
Q! procedure. However they are already subject to
certain sales restrictions, at least in the primary
market, that prevent or make difficult any sale to
US persons.
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