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Dear Mr. Robinson:

BANQUE CANTONALE M VALAIS submiuted u |.etler of Intent on Decemhber 23,
2013, 1o participate in Category 2 of the Department of Justice’s Program for Non-I’rosecution
Agreements or Non-Target Letters for Swiss Banks, as announced on August 28, 2013 (herealicr
“Swiss Bank Program™). ‘This Non-I'rosecution Agreement |"Agreement™) is entered into based
on the representations of BANQUE CANTONALE DU VALAIS in its Letter of Intent and
infurmation provided by BANQUE CANTONALE DU VALAIS pursuant 10 the terms of the
Swiss Bank Program. The Swiss Bank Program is incorporated by reference herein in its
cntirety in this Agreement.! Any violation hy BANQUF CANTONALE DU VALAIS of the
Swiss Bank Program will constitute a breach ot this Agreement,

On the understandings specified below. the Department of Justice will not prosecute
BANQUE CANTONALE DU VALAIS for any tix-related offenses under Titles 18 or 26,
United States Code, or for any monetary transaction oftenses under ‘Title 31, United States Code,
Sections 3314 and 5322, in connection with undeclared U.S. Related Accounts held by
BANQUE CANTONALLE DU VALAIS during the Applicable Period (the “conduct™).

BANQUE CANTONALE DU VALAIS admits. accepts. and acknowledges responsibility for the
conduct set forth in the Statement of Facts attached herclo as Exhiblt A and agrees nat to make
any public statement conlradicting the Statement of Facts. This Agreement docs not provide any
pratection against prosccution for any offenses except as sel forth abuve, and applies ouly to
BANQUE CANTONALE DU VALAIS and does not apply to any other entities or to any

' Copitlized terms shall have the muning wseribed to them in the Swiss Bank Program.



individuals. BANQUE CANTONALE DU VALAIS expressly understands that the protections
provided under this Agreement shall not apply ta any acquirer or successor entity unless and
until such acquirer ar successor formally adopts and executes this Agreement, BANQUE
CANTONALL DU VALAIS anters into this Agreement pursuant to the authority granted by its
Board of Dircctors in the form ol a Board Resolution (a copy of which is attachil hersto as
Exhibit B).

In recognition of the conduet deseribed in this Agreement and in accordanee with the
terms of the Swiss Bank Program. BANQUE CANTONALE DU VALAIS agrees to puy the sum
of $2.311,000 as a penalty to the Department of Justice (“the Lepariment™). This shall be paid
directly to the United States within seven (7) davs of the execution of this Agresment pursuant lo
payment insiructions provided to BANQUE CANTONALF DU VALAIS, This payment is in
lleu ol'restitution. forfeiturc. or criminal line against BANQUL CANTONALE DU VALAIS for
the conduct described in this Apreement. The Department will take no further sction to collect
any additlonal criminal penalty from BANQUE CANTONALL DU VALAIS with respect to the
conduct described in this Agreement, unless the Tax Division determines BANQUE
CANTONALE DU VALAIS has matcrially violated the terms of this Agreement or the Swiss
Bank Pragram as described on pages 3-6 below. BANQUE CANTONALFE DU VALAIS
acknowledges that this penalty payment is a final payment and no portion of the payment wili be
refunded or returned under any circumstance, including a determination by the Tax Division that
BANQUE CANTONALE DU VALAIS has violated any provision ol this Agreement.
BANQUE CANTONALF DU VALAIS agrees that it shall not file any petitions for remission.
restoration. or any other assention of ownership or reguest for return relating 1o the penalty
amount or the calculation thereof, or file any other action or motion, or make any request or
claim whatsoever. seeking to collaterally attack the payment or calculation of the penalty.
BANQUL CANTONALE DU VALAIS agrees that it shall not ussist any others in filing any
such claims. petitions. actions, or motions. BANQUEF CANTONALE DU VALAIS funther
agrees that no portion of the penally that BANQUE CANTONALE DU YALAIS has apreed to
pay  the Department under the terms of this Agreement will serve as a basis for BANQUE
CANTONALE DU VALAIS to claim, asserl, or upply for. either directly or indirectly, any tax
deduction, any tax credit, or any other olTset against any (... federal. state, or local tax or
taxable income.

The Department enters into this Agreement based, in part, on the following Swiss Bank
Propram factors:

{a) BANQUI CANTONALR DU VALAIS s timely, voluntary, and thorough disclosure
of its conduct, including:

. haw its cross-barder business for LS. Related Accounts was structurad, operated,
and supervised (including internal reporting and other communications with and
among management);

. the name and function of the Individuals who strucinred. aperated, or supervised
the cross-border business lor LS. Related Accounts during the Applicable Period:
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. how BANQUE CANTONALE DU VALAIS attracted and serviced account
holders: and

. an in-person presentation and docurnentation, properly translated. supporting the
disclosure of the above information and other information that was requested by
the Tax Division:

(b) BANQUE CANTONALE DU VALAIS's cooperation with the Tax Division,
including conducting an intemal investigation and making presentalions to the Tax Division on
the status and {indinps of the internal investigation:

(¢) BANQUE CANTONALE DU VALAIS™s production ol inlormation about its U.S.
Related Accounts. including:

. the total number of U.S. Related Acrounts and the maximum dollar value, in the
aggrepate, ol the U.S. Related Accounts that (i) existed on August 1. 2008; (ii)
were opened between August 1, 2008, and February 28, 2009; and (iii) were
opened afier Fehruary 28, 2009:

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

e upon exccution of the Agreement. as to each account that was closed during (he
Applicable Periud, (i} the maximum value, in dollars, of each account, during the
Applicable Period: (ii) the number of LS. persons or emities affiliated or
pitentially affilisted with each account. and turther noting the nature ol the
relationship to the account of each such ULS. person or entity or polential LLS.
person or entity (e.g.. 4 financial interest, beneficial interest, ownership. or
signature authority, whether directly or indirectly, or other authority); (ili)
whether it was held in the name of an individual or an entity: (iv) whether it held
U.S. securities at any time during the Applicable Period: (v) the name und
function ol any relationship manager. client advisor, asset munager. financial
advisor. trustec, fiduciary, nomince. attorncy. accountant, or other individual or
cntity functioning in a similar capacity known by BANQUL CAN TONALL DU
VALALIS 1o be affiliated with said account at any time during the Applicable
Period; and (vi) information concerning the trunsfer of funds into and out of the
account during the Applicable Period. including (a) whether funds were deposited
or withdrawn in cash: (b) whether funds were transferred through an inermediary
(including but not limited to an asset manager. financial advisor. trustee.
fiduciary. nominee, attorney. accountant, or other third party functioning in a
similar capocily) and the name and function ol any such intermediary:

(c) identification of any financial institution and domicile ol any financial
institution that transfcrred funds into or received funds from the account: and {d)
identification of any country to or from which funds were transferred: and

{d) BANQUE CANTONALEL DU VALAISs relention of a qualified independent
cxaminer who has verified the information BANQUE CANTONALL DU VALAIS discloscd
pursuant to Part 11,D.2 of the Swiss Bank Program.
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Under the tenns of this Agreement, BANQUE CANTONALE DU VALAIS shall:
(a} commit no LS. federal offenses; and (b) truthlully and completely diselnse, and continue 1o
disclose during the term of this Agreement, consistent with applicable law and reguiations, all
material information described in Part 1.D.1 of the Swiss Bank I'rogram that is not protected by
a valid claim of privilege or work product with respect 1o the activities of BANQUE
CANTONALE DL, VALAIS, those of its parent company and its affiliates, and its officers,
directors, employees. agents, consultants, and others, which information can be used Tor any
purpose, excepl as athenwise limited in this Agreement.

Notwithstanding the term of this Agreement, BANQUE CANTONALE DU VALAIS
shall also. subject to upplicuble laws or regulations: (2) cooperate fully with the Department, the
Internal Revenue Service. and any other federal law enforcement agency designated by the
Dcparunent reparding all matters reluted to the conduct described in this Agreement: (b) provide
all necessary Information and assist the United States with the drafiing of treaty requests seeking
account information of 1.5, Related Accuunts. whether open or closed. and collect and maintain
all recurds that are potentially responsive to such treaty requests in order to facilitate a prompt
response; {c) assist the Department or any designated federal law enforcement agency in any
investigation, prosecation, ur civil proceeding arising out ol or related o the conduct covered by
this Agreement by providing logistical and technical support for any mecting, interview, federal
grand jury proceeding, or any lederal trind or other ledera) court proceeding: {d) use its best
efforls prompily to secure the attendance and truthii statements or testimony of any officer,
director, employee, agent, or cunsuliant of BANQUE CANTONALE DU VALAIS at any
mecting or interview or betore a federal grand jury or at any federal trial or other federal court
proceeding regarding matlers urising aut of or related to the conduct covered by this Agreement:
(e) provide testimony of'a competent witness as needed to caahle the Department and any
designated federal law enforcement agency to use the information and evidence obtained
pursuamt to BANQUE CANTONALE DU VALAIS's participation in the Swiss Bank Program:
(f) provide the Department. upon request. consistent with applicable law and repulations, all
information, documents, records, or uther angible evidence not prolected by a valid claim of
privilege or work product regarding matters arising out of or related to the conduct covered by
this Agreement about which the Depanment or uny designated federal law enforcement agency
inquires, including the translation of signiticant documents at the expense ol BANQUE
CANTONALE DU VALAIS: and (g) provide to any state law enforcement agency such
assistance as may reasonably be requested in order to eslablish the basis for admission into
evidence of documents alrcady in the posscssion of such state law enforcement apency in
connection with any state civil or criminat lax proceedings brought by such state law
enforcement agency against an individual arising out of or related to the conduct descsibed in
this Agreement.

BANQUE CANTONALE DU VALAIS further agrees to undertake the following:

L BANQUE CANTONALE DU VALAIS agrees, to the extent it has not provided
complete transaction information pursuant to Part IL.D.2.b.vi of the Swiss Bank
Program, and set forth in subparagraph (c) on pages 2-3 of this Agreement
because the Tax Division has agreed to specilic doliar threshold limitations for the
initial production. BANQUE CANTONALE DU VALAIS will promptly provide
the entirely of the transaction information upon request of the Tax Division.
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BANQUE CANTONALE DU VALALIS agrees to closc as soon as practicable,
and in no event later than two years from the date of this Agreement, any and ull
accounts of recalcitrant account holders. as defined in Section 1471{d¥6) of the
Internal Revenue Code; has implemented. or will implement. procedures to
prevent its employees lrom assisting recalcitrant account holders lo engage in acts
ol lurther concealment in conncetion with closing any account or transferring uny
funds; and will not open any U.S. Related Accounls except on conditions that
ensure thal the account will be declared to the United States and will be subject to
disclosure by BANQUFE CANTONALE DU VALAIS.

3. BANQUI CANTONALL DU VALALIS agrees to use best efforts to close as soon
as practicable. and in no event later than the four-year term of this Agreement,
any and all LL.S. Related Accounts classified as “dormant™ in accordance with
applicable laws. regulations and guidelines, and will provide periodic reporting
upon request of the Tax Division if unable to close any dormant accounts within
that time period. BANQUE CANTONALE DU VALAIS will only pravide
banking or securities services in connection with any such “dormant™ account to
the extent that such services are required pursuant to applicable laws. regulations
and guidelines. 11 at any point contact with the account holder(s) (or other
person(s) with authority over the account) is re-established, BANQUE
CANTONALE DU VALAIS will promptly proceed 1o follow the procedusres
deseribed shove in paragraph 2.

4, BANQUE CANTONALE DU VALAIS agrecs to retain all records relating to its
U.S. cross-border business, including records relating 10 all U.S. Related
Accounts clused during the Applicable Period, for a period of ten (10) years Jrom
the termination date of the this Agreement.

With respect to any information, testimony, documents. records or other tangible
evidence provided to the Tax Division pursuant to this Agrcement. the Tax Division provides
notice that it may, subject to applicable law and regulatins. disclose such information or
materials ta other domestic governmental authoritics for purposes of law cnforcement or
regulatory action as the Tax Division. in its solc discretion. shall deem appropriate.

BANQUE CANTONALE DU VALAIS's obligations under this Agrecment shall
continue far a period of four {4) years from the date (his Agreement is fully executed. BANQUE
CANTONALE DU VALAIS, however, shall cooperate fully with the Department in any and all
matters relating to the conduct described in this Agreeinent, until the date on which all civil or
criminal cxaminations. investigations, or proceedings. including all appeals, are concluded,
whether those examinations, investigations. or procecdings are concluded within the four-year
term of this Agrecment.

Itis understood that if the Tax Division determines, in its sole discretion. that:
(a) BANQUE CANTONALE DU VALAIS committed uny LS. federal offenses during the tenn
of this Agreeinent: (b) BANQUE CANTONALE DU VALAIS or any of its representatives have
given maierially false. incomplete. ar misleading testimony or information; {c) the misconduct
extended beyond thi described in the Statement of Facts or disclosed to the Tax Division
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pursuant to Part 11.D.1 of the Swiss Bank Program; or (d) BANQUE CANTONALE DU
VALAIS has otherwise materially violated any provision of this Agreement or the terms ol the
Swiss Bank Program, then (i) BANQULE CANTONALE DU VALAIS shall thereafier be subject
to prosecution und any applicable penalty. including restitution. forfeiture, or criminal line, for
any federal offcnse of which the Departiment has knowledge, including perjury and obstruction
of justice; (i) all statemenls made by BANQUE CANTONALE DU VALAIS's representatives
to the Tax Division or other designated law enforcement agents, including but not limited to the
appended Statement of Facts, any testimony given by BANQUL CANTONALE DU VALAIS's
representatives before a grand jury or other tribunal whelher prior 1o or subsequent to the signing
ol this Agreement. und any leads therefrom, and any documents provided to the Department, the
internal Revenue Service, or designated law enforcement authority by BANQUL CANTONALL
DU VALAIS shall be admissible in evidence in any criminal proceeding brought aguinst
BANQUE CANTONALE DU VALAIS and relied upon as evidence to support any penally on
BANQUL CANTONALE DU VALAIS: and (iii) BANQUE CANTONALE DU VALAIS shall
assert no claim under the United States Constitution. any statute. Rule 410 of the Federal Rules
ol Evidence, or nny other lederal rule that such statements or documents or any |cads therefrom
should he suppressed.

Determination of whether BANQUE CANTONALE DU VALAIS has hreached this
Agreement and whether to pursuc prosecution of BANQUF CANTONALE DU VALAIS shall
be in the Tax Division's sule diseretion, The decision whether conduct or statements ol any
current director. officer or employee. or any person acting on behalf of, or at the direction of,
BANQUE CANTONALE DU VALALS. will be imputed to BANQUE CANTONALL DU
VALAIS lor the purpuse of delermining whether BANQUE CANTONALE DU VALAIS has
materially violated any provision of this Agreement shall be in the sole discretian of the 1ax
Division.

In the event that the 1'ax Divislon determines that BANQUE CANTONALFE DU
VALAIS has breached this Agrecment. the Tax Division agrees 1 provide BANQUE
CANTONALF DU VALAIS with written notice of sich breach prior to instituting any
prosecution resulting Irom such breach. Within thinty (30) days of receipt ol such notice,
BANQUE CANTONALE DU VALAIS may respond to the Tax Division in writing 1o explain
the nature and circumstances ol such breach. as well as the actions that BANQUY:
CANTONALE DU VALAIS has taken to address and remediate the situation, which explanation
the Tax Division shall consider in determining whether to pursue prosceution of BANQUE
CANTONALE DU VALAIS.

In addition, any prosccution for any offensc referred 10 on page | of this Agreement that
is not time-barred by the applicable statute of limitations on the date of the announcement of the
Swiss Bank Program (August 29, 2013) may be commenced against BANQUE CANTONALE
DU VALAIS, notwithstanding the expiration of the statute of limilations between such date and
the commencement of such prosecution. For any such prosecutions, BANQUE CANTONALE
DL VALAIS waives any defenses premised upon the expiration of the statute of limitations. as
well as any constitutional, statutory. or ather claim concerning pre-indiciment delay and agrecs
that such waiver is knowing. voluntary, and in express seliance upon the advice of BANQUE
CANTONALE DU VALAIS's counsel.
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It is understood that BANGUE CANTONALE DU VALAIS contends thut it has
Jurisdictional arguments and delenses that it could mise ta support a claim that it is not subject to
prosecution for any criminal offense in the eourts of the United States. By entering into this
Agreement. BANQUE CANTONALE DU VALALIS does not prospectively waive these
arguments or defenses and it reserves the right to assert any applicable jurisdictional argument or
defense in any future prosecution or civil aclion by the United States.

It is understood that the terms of this Agrcement do not bind any other federal, state, or
local prosecuting outhoritics other than the Department. If requested by BANQUILE
CANTONALE DU VALAIS, the Tax Division will. however. bring the cooperation of
BANQUE CANTONALE DU VALAIS 1o the auention of such other prosecuting olfices or
regulatory agencies.

It is Turther understood that this Agreement and the Statement of Facts attached heteto
may be disclosed to the public by the Department and BANQUE CANTONALE DU VALAIS
consistent with Part V.B of the Swiss Bank Program,

This Agreement supersedes all prior understandings, promises and/or conditions between
the Department and BANQUIE CANTONALE DU VALAIS. Mo additivnat promises,

agreements. and conditions have been entered into other than those set farth in this Agreement
end nonc will be entered into unless in writing and signed by both parties.

[Signatures o Follow on Next Page]
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ow,

CAROLINE D. CIRAQLO
Acting Assistant Attomey General
Tax Division

THOMAS J. SAWYLR® ¢
Senior Counsel for International Tax Matters

AGRLEED AND CONSENTED TO:
ALE DU VALAIS

By:=

DATE

4

% '(,'t"/h{x} 72 fj("-‘/ ]

" TEAN-DANIEL PAPILLOUD
Chairman, Board of Directors

By: _&% B
DANIEL ROSSI
Member of the Fxecutive Board

APPROVED:

KEIiTH D. KRAKAUR / ::

Skadden, Arps, Slate, Meagher & Flom LIP

STEPHEN C. ROBINSON 7 e

Skadden, Arps, Slate, Meagher & Flom 11.P

Vs
DATE

December 22, 2015
DATLE '

Docoriber % o8

DATE

Decovaber 22, 2ot8
DATE

Page 8ol 8



EXHIBIT A TO BANQUE CANTONALE DU VALAIS
NON-PROSECUTION AGREEMENT

STATEMENT OF FACTS

I. Background

1. Banque Cantonale du Valais (“the Bank™), founded in 1917, is a mid-sized
regional bank with approximately 517 employees headquartered in the Canton of Valais,
Switzerland. It operates 67 offices and branches in the five regions of Valais.

2, The Bank was founded by the government of the Canton of Valais to provide
banking services to assist in the development of the regional economy and to provide credit
" services to residents of the Canton of Valais. As a cantonal bank, the Canton of Valais is the
Bank’s majority shareholder, and pursuant to cantonal law, the Canton of Valais guarantees all of
the Bank’s liabilities. At all times during the Applicable Period,' Banque Cantonale du Valais
had no subsidiaries, offices, or branches outside of the Canton of Valais.

3. Banque Cantonale du Valais focuses on local retail and corporate banking
services, mortgages on real estate in the Canton of Valais, and commercial lending to local
businesses. The Bank’s core client base consists of local residents and small and medium
businesses in the Canton of Valais.

4, Banque Cantonale du Valais also provides private banking, and that service is
open to clients with 200,000 Swiss francs or more in investable assets deposited with the Bank.
Approximately six percent of its current active client relationships are serviced in its private
banking unit.

IL. United States Income Tax and Reporting Obligations

5. United States citizens, resident aliens, and legal permanent residents have an
obligation to report all income earned from foreign bank accounts on their tax returns and to pay
the taxes due on that income. Since tax year 1976, United States citizens, resident aliens, and legal
permanent residents have had an obligation to report to the Internal Revenue Service (“IRS”) on
Schedule B of a U.S. Individual Income Tax Return, Form 1040, whether that individual had a
financial interest in, or signature authority over, & financial account in a foreign country in a
particular year by checking “Yes” or “No” in the appropriate box and identifying the country
where the account was maintained. '

6. Since 1970, United States citizens, resident aliens, and legal permanent residents
who have had a financial interest in, or signature authority over, one or more financial accounts in a

! Capitalized terms not otherwise defined in this Statement of Facts have the meanings set forth in the

Program for Non-Prosccution Agreements or Non-Target Letters for Swiss Banks, issued on August 29, 2013 (the
*Swiss Bank Program™).
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foreign country with an aggregate value of more than $10,000 at any time during a particular year
have been required to file with the Treasury Department a Report of Foreign Bank and Financial
Accounts, FinCEN Form 114 (the “FBAR,” formerly known as Form TD F 9022.1). The FBAR
must be filed on or before June 30 of the following year.

7. An “undeclared account” was a financial account owned by an individual subject
to United States tax and maintained in a foreign country that had not been reported by the
individual account owner to the United States government on an income tax return, FBAR, or
otherwise.

8. Since 1935, Switzerland has maintained criminal laws that ensure the secrecy of
client relationships at Swiss banks. While Swiss law permits the exchange of information in
response to administrative requests made pursuant to a tax treaty with the United States and
certain legal requests in cases of tax fraud, Swiss law otherwise prohibits the disclosure of
identifying information without client authorization. Because of the secrecy guarantee that they
created, these Swiss criminal provisions have historically enabled United States clients to
conceal their Swiss bank accounts from United States authorities.

9. In or about 2008, Swiss bank UBS AG (“UBS”) publicly announced that it was
the target of a criminal investigation by the Internal Revenue Service and the Department of
Justice and that it would be exiting and no longer accepting certain United States clients. On
February 18, 2009, the Department of Justice and UBS filed a deferred prosecution agreement in
the Southern District of Florida in which UBS admitted that its cross-border banking business
used Swiss privacy law to aid and assist United States clients in opening and maintaining
undeclared assets and income from the IRS. Since that time, severa)] other Swiss banks have
publicly announced that they were or are the targets of similar criminal investigations and that
they would likewise be exiting and not accepting certain United States clients (UBS and the
other targeted Swiss banks are collectively referred to as “Category 1 banks”). The Category 1
banks’ cases have been closely monitored by banks operating in Switzerland, including Banque
Cantonale du Valais, since at least August 2008.

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

10.  In 2001, Banque Cantonale du Valais entered into a Qualified Intermediary
Agreement with the IRS. The Qualified Intermediary regime provided a comprehensive
framework for United States infarmation reporting and tax withholding by a non-U.S. financial
institution with respect to United States securities. The Qualified Intermediary Agreement was
designed to help ensure that, with respect to United States securities held in an account at the
Bank, non-United States persons were subject to the proper United States withholding tax rates
and that United States persons properly paid United States tax.

1. The Qualified Intermediary Agreement toock account of the fact that Banque

Cantonale du Valais, like other Swiss banks, was prohibited by Swiss law from disclosing the
identity of an account holder, If an account holder wanted to trade in United States securities
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without being subjected to mandatory United States tax withholding, the agreement required the
Bank to obtain the consent of the account holder to disclose the client’s identity to the IRS.

12.  Inthe years following the signing of its Qualified Intermediary Agreement,
Banque Cantonale du Valais's position was that it could service United States clients that it knew
or had reason to believe were non-compliant with their United States tax obligations as long as
the account did not trade or hold United States securities.

13.  For example, an internal memorandum written to Banque Cantonale du Valais's
board of directors in October 2009 had described that the Bank had 63 American clients whose
accounts traded secunties. But only seven of those 63 clients submitted Forms W-9 to the Bank
that authorized income generated from those securities to be reported to the IRS. The other 56
American clients had not authorized their names to be disclosed to the IRS and, because of the
Qualified Intermediary Agreement, “[t]he other clients [did] not hold any American securities.”

14, With the knowledge that Swiss banking secrecy laws would prevent the Bank
from disclosing their identities to the IRS absent any client or statutory authorization, certain
U.S. clients of Banque Cantonale du Valais filed false U.S. Individual Income Tax Retumns,
Forms 1040, which failed to report their respective interest in their undeclared accounts and the
related income. Certain United States clients also failed to file and otherwise report their
undeclared accounts on FBARs.

IV.  Overview of Banque Cantonale du Valais’s U.S. Cross Border Business

15.  During the Applicable Period, Banque Cantonale du Valais maintained 185 U.S.
Related Accounts with a maximum aggregate value of approximately $72 million. As of
August 1, 2008, the Bank maintained 140 U.S. Related Accounts, with a maximum aggregate
value of approximately $60 million. After that date, the Bank opened 45 additional U.S. Related
Accounts with a maximum aggregate value of approximately $12 million.

16.  Banque Cantonale du Valais was aware that United States taxpayers had a legal
duty to report to the IRS — and pay taxes on — all their worldwide income, including income
eamed from accounts maintained in Switzerland. Despite being aware of this legal duty, the
Bank failed to ensure that its United States clients were abiding by that duty when it accepted
them as customers.

17.  As aresult, Banque Cantonale du Valais enabled some United States taxpayers to
evade their United States tax and filing obligations, resulting in the filing of false income tax
returns with the Internal Revenue Service and allowing United States taxpayers to hide offshore
assets from the IRS,

18.  For example, Banque Cantonale du Valais's oldest relationship with a United
States taxpayer involved an account that had been open for more than 25 years at the beginning
of the Applicable Period with a maximum aggregate value of more than $760,000, Prior to the
time that the Bank signed its Qualified Intermediary in 2001, it requested that its account holders
sign an IRS Form W-9 if they wished to continue to trade in United States securities. This
accountholder, who lived in New York, signed a form declaring that “I am an American taxpayer
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... [and I] prohibit the Bank from divulging my name and authorize it to sell in the course of the
year 2000 all of my American securities held by the Bank. I take note of the fact that the Bank
will not invest in American securities for me anymore.”

19.  Banque Cantonale du Valais serviced its private banking clients with client
relationship managers. Since it did not have a desk dedicated to servicing United States clients,
it did not have client relationship managers who concentrated on United States clients, For
example, as of December 31, 2008, the Bank’s U.S. Related Accounts were serviced by 38
different client relationship managers, and of the Bank’s largest twenty U.S. Related Accounts,
twelve different client relationship managers serviced those accounts, with the exception of one
account that had no dedicated client relationship manager but was instead assigned to a “service
pool.” Banque Cantonale du Valais did not provide any financial incentives to its client
relationship managers to solicit or acquire U.S. Related Accounts, In addition, United States
persons were never part of the Bank’s marketing strategy and focus. Banque Cantonale du
Valais never marketed its services in the United States, and its customer relationship managers
never traveled to the United States in order to solicit or acquire clients or to market services.

Y. Accounts in Focus

20.  Banque Cantonale du Valais offered a variety of traditional Swiss banking
services that could and did assist United States clients in concealing assets and income from the
IRS. One such service was numbered or pseudonym accounts. For an annual fee, the Bank
would allow the account holder to replace his or her identity with a code name or number on
bank statements and other documentation sent to the client. The Bank described the target
customers for this service as ones “looking for additional protection against indiscretions who
wish to avoid revealing their identity and their business relations to the majority of persons
working at the bank.” The Bank further noted that “a numbered relationship assures [the client]
of the highest degree of discretion both inside and outside the bank.” Five U.S. Related
Accounts were pseudonym accounts, and the majority of those were undeclared accounts.

21.  Inaddition, for an annual fee, Banque Cantonale du Valais would hold all mail
correspondence for a particular client at the Bank. Of the U.S. Related Accounts opened prior to
the Applicable Period, 24 of them had requested hold mail services from the Bank. The
overwhelming majority of these were undeclared accounts.

22.  Banque Cantonale du Valais was aware of the publicity surrounding the
investigation of the Swiss bank UBS and that many American clients of UBS were searching for
other banks in Switzerland to hold their accounts. In August 2008, the Bank’s Head of Internal
Auditing distributed a memorandum to senior management. He noted that, with respect to
United States clients, “UBS is currently implementing ‘clean up’ measures,” and he wamed that
a number of extemnal asset managers “are currently being requested to welcome these clients.”
The Head of Internal Auditing noted that the situation presented a question for banks because
these were “high-risk clients.” His memorandum advised the Bank’s senior management that
Banque Cantonale du Valais “has already accepted US clients of this type or is at least in the
process of accepting them.” He further questioned whether they “should accept these ex-UBS
clients” and recommended that “the Bank should quickly review the strategy it intends to adopt.”
In September 2008 the Bank’s legal department circulated a memorandum setting forth
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conditions on which all American clients might be accepted, including those leaving UBS —
namely that the Bank only open a new account if the American account holder was physically
present at the Bank’s office, signed an IRS Form W-9, and confirmed that the income deposited
with the Bank had been declared to the IRS. These conditions were intended to prevent the Bank
from “falling into the trap of providing active assistance to tax evasion” and to ensure that the
Bank “is not audited by the American authorities.”

23.  After considering the waming of the Bank’s Head of Intemal Auditing and the
legal department memorandum, the Bank nonetheless opened 30 U.S. Related Accounts from
UBS. The Bank now recognizes that the policies it implemented in 2008 were insufficient,
because nearly half of those were undeclared accounts.

24.  During the Applicable Period, the Bank had four U.S. Related Accounts held in
the names of “structures” — that is, entities such as corporations, foundations, or trusts — but
beneficially owned by United States persons. Two of those accounts were undeclared. The
Bank knew, or had reason to know, that such structures were used by United States clients to
help conceal their identities from the IRS. The structures were organized under the laws of
various jurisdictions, including the British Virgin Islands.

25.  Banque Cantonale du Valais continued to open 45 additional U.S. Related
Accounts for U.S. taxpayers after the beginning of the Applicable Period, and nearly half of
those were undeclared accounts.

26.  Even though, as described in the next section, Banque Cantonale du Valais
eventually required United States account holders to leave the bank if they had reason to believe
that they were undeclared, the Bank allowed 16 of these account holders to make material cash
withdrawals upon closing those accounts, all but two of which were undeclared accounts, By
permitting cash withdrawals, the Bank was aware that it was facilitating the ability of these
account holders to keep their assets hidden from the Intemal Revenue Service. In fact, the Bank
required clients making such cash withdrawals to sign an acknowledgment that the bank would
not accept any responsibility for the risks encountered by such account holders. In addition to
advising its clients of the risk “of an attack or thefi,” Banque Cantonale du Valais required
customers making such cash withdrawals to acknowledge “valid customs legislation with regard
to the import and export of currency to a third country.” The Bank’s form warmed that “If the
undeclared currency is discovered during a check, the competent authorities will always be
informed,” and the Bank required its customers to sign a statement reading, “I confirm that I
have been informed that cash withdrawals may be regarded as acts of concealment in the field of
money laundering or in the tax field and that [ alone remain responsible for fulfilling my duties
towards the tax authorities of my country of domicile.”

VI. Banque Cantonale du Valais’s Policies with Respect to Its U.S Cross-Border
Business

27.  Throughout the Applicable Period, the Bank implemented enhanced policies
regarding United States persons. In particular, the Bank’s customer relationship managers never
traveled to the United States to solicit clients or to provide clients with investment advice.
Contact by Bank personnel with potential clients in the U.S. was prohibited. Since November
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2009, clients domiciled in the United States were denied access to Banque Cantonale du Valais's
e-banking facilities. These efforts to establish a program of compliance with United States law
were undertaken in good faith.

28.  In August 2008, following news of UBS exiting its United States clients, Banque
Cantonale du Valais’s Head of Intemal Audit drafted a memo to senior management
recommending that the Bank review its strategy for these clients. In September 2008, as a
precaution against exited UBS clients, the Bank’s lega! department recommended to all
employees by e-mail not to accept new United States clients unless the clients were physically
present in Switzerland, provided a Form W-9 as evidence of their complying with U.S. tax laws,
and provided a written confirmation that the assets held at the Bank were disclosed to the IRS.

29.  In July 2009, Banque Cantonale du Valais’s senior management informed all
employees that no new United States clients were to be accepted, including clients who
demonstrated that they complied with all of their United States reporting obligations. Moreover,
the Bank set up a task force to investigate the situation and propose a way forward for its existing
United States clients. The Task Force recommended actions to be taken by the Bank, and
investigated whether the Bank’s policies—including with regard to W-9’s—were followed.

30.  In November 2009, Banque Cantonale du Valais’s board of directors
memorialized a number of existing practices with regard to the cross-border business. The Bank
refused to engage new business relationships with clients who were United States nationals or
were domiciled in the United States, though it reserved the right to authorize relationships with
United States persons who worked and lived in the Canton of Valais. The Bank also prohibited
its client relationship managers from making telephone calls or using other means of electronic
communication between Switzerland and other countries, including the United States. Further,
the Bank terminated e-banking services for all existing and future clients living in the United
States.

31.  InSeptember 2011, the Bank adopted an “Onshore Strategy for Switzerland,”
further memorializing the Bank s long-established cross-border practices. Banque Cantonale du
Valais decided not to undertake any marketing or client acquisition measures abroad, nor would
it undertake such measures from Switzerland. Employees were expressly forbidden to contact
potential clieats with a domicile abroad, and business travel to other countries was prohibited.
The Bank expressly prohibited new business relationships with domiciliary companies,
foundations, trusts, or other legal entities in which one or several beneficial owners were
domiciled abroad.

32.  In February 2012, Banque Cantonale du Valais decided to terminate its
relationships with all United States clients, including those clients domiciled in Switzerland.
United States clients with mortgages on property in the Canton of Valais were allowed to
maintain those mortgages; however, these clients were only permitted to deposit cash up to
50,000 Swiss francs in the Bank for purposes of mortgage fees. The Bank also required its
extemal asset managers to apply the Bank’s on-shore growth strategy and adhere strictly to the
“Cross-Border Banking™ directives.

Page 6 of 7



VII.  Banque Cantonale du Valais’s Cooperation with the Swiss Bank Program

33.  The Bank entered the Department of Justice Swiss Bank Program and has
cooperated with the Department and provided information about its United States cross-border
business. Throughout its participation in the Swiss Bank Program, the Bank fully cooperated
with the Department of Justice and has made comprehensive disclosures as required by the
Program.

34.  Following the Bank’s efforts, the great majority of undeclared U.S. Related
Accounts became compliant in the United States. For example, while the overwhelming
majority of Banque Cantonale du Valais’s hold mail customers described above in paragraph 21
were undeclared accounts, the great majority of those account holders came into compliance
prior to 2015. Likewise, with respect to paragraphs 22 and 24, above, while approximately half
of the former UBS clients initially had undeclared accounts, fewer than five ultimately failed to
come into compliance, as did the great majority of all accounts opened after the beginning of the
Applicable Period.
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EXHIBIT B TO NON-PROSECUTION AGREEMENT

CERTIFICATE OF CORPORATE RESOLUTION OF THE BOARD OF DIRECTORS
OF BANQUE CANTONALE DU VALAIS

We, Jean-Pierre Bringhen, acting as Vice-Chairman of the board of directors of Banque Can-
lonale du Valais (lhe Bank), and Jean-Daniel Papilloud, Chairman of the board of diractors of
the Bank, a corporation duly organized and existing under the laws of Switzerland, do hereby
cerlily that the following is a complete and accurate copy aof a resolution adopted by the board of
direclors of the Bank who took their decision by way of circulalion on December 21, 2015, and
resolved as follows:

—  Thel the board of direclars has {i) reviewad the entire Non-Prosecution Agreement at-
tached herelo, including the Statement of Facls aftached as Exhibit A to the Nan-
Proseculion Agreement, and (il) unanimously voled io enter into the Non-Proseculion
Agreement, including to pay a sum of USD 2,311,000 1o the U.S. Depariment of Justice
in connect:on with the Non-Prosecution Agreement: and

—  That Jean-Daniel Papilloud, Chairman of the board of direclors, and Daniel Rossi, mem-
ber of the executive board, both regislered in the Commercial Reglster of the Canlon of
Valais as having joinl signatary autharily, are hereby aulharized (i) to jointly execute the
Non-Prosecution Agreement on behalf of Ihe Bank subslantially in such form as reviewed
by the Board with such non-malerial changes as each of they 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 loregeing; and

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

I further cerlify that the above resolution has no! been amended or revohed in any respect and
remains in ful force and effect.

IN WITNESS WHEREOF, we have executed ihis Certification this 21" day of December 2015.

Vice-Chairman of the board of directors Chairman of the board of direclors



