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WASHINGTON -- The Justice Department, in an unprecedented move
against a foreign bank, is seeking to force UBS AG to turn over the names
of wealthy U.S. clients who allegedly used the giant Swiss bank to avoid taxes.

In seeking a federal court order Monday, the Justice Department ratchets up the pressure in its
high-profile case, which has spawned federal criminal and civil probes into the alleged tax evasion. Any
order to turn over names would be a blow to UBS, one of the world's largest banks, and one that prides
itself on its private dealings. It could also prove embarrassing and costly to the bank's clients.

The matter places UBS in a bind between U.S. tax authorities and a Swiss law that prevents banks from
disclosing confidential information without client approval. The Justice Department's case could be
precedent-setting: A successful U.S. bid for information about these customers would blow a hole in the
vaunted secrecy of Swiss banks. Several countries in addition to the U.S. are pursuing alleged tax cheats
in Swiss and other jurisdictions.

U.S. authorities have been holding discussions for several weeks with UBS and Swiss banking authorities
to identify the U.S. account holders. People familiar with the talks say UBS officials floated the
possibility that the U.S. could obtain the names through a request to Swiss regulators. Monday's federal
court filing instead puts the bank in direct conflict with the U.S. government.

"We are prepared to seek enforcement if that process is not successful," said John A. DiCicco, deputy
assistant attorney general for the Justice Department's Tax Division, referring the ongoing talks.

UBS said it "takes this matter very seriously and is working diligently with both Swiss and U.S.
government authorities, consistent with Swiss law and the legal frameworks for intergovernmental
cooperation and assistance." The Swiss government has also said it is working with the U.S. government
to resolve the issue.

The filing is the first against a non-U.S. bank by the Justice Department using what it calls a "John Doe
summons," a maneuver typically used to investigate tax fraud by people whose identities are unknown.
The move could spark a major legal battle because the Justice Department is essentially gambling that
courts will bless the move when it's directed at a company with extensive U.S. operations but that isn't
based in the U.S. It has used such tactics in the U.S. previously against international credit-card firms.

The U.S. is seeking information on taxpayers who held so-called "undeclared" accounts with UBS
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between 2002 and 2007, according to papers filed with the U.S. District Court in Miami. The undeclared
accounts are used to hold assets in tax havens and aren't recorded with the Internal Revenue Service, U.S.
prosecutors say.

The Justice and Internal Revenue Service investigation is aided by information from a former UBS
banker, Bradley Birkenfeld, who pleaded guilty June 19 to helping his U.S. clients evade taxes. Mr.
Birkenfeld told U.S. prosecutors that UBS holds an estimated $20 billion in assets for U.S. clients in
undeclared accounts. These accounts generated $200 million a year in revenues for the bank, prosecutors
said.

Jack Blum, an attorney at Washington law firm Baker Hostetler, said UBS will likely have to comply
because investigators have "great facts" from Mr. Birkenfeld. "What [is the bank] going to do, go back to
Switzerland?" he said.

Government filings in Mr. Birkenfeld's case portray the lavish attention UBS bankers gave their clients.
Prosecutors mixed banking services with sumptuous events sponsored at gatherings of the rich, such as
the Art Basel art fair in Miami Beach, Fla., and at a tennis tournament in Key Biscayne.

UBS trained private bankers in techniques to avoid detection by U.S. law enforcement, including
instructing them to indicate on customs forms that they were coming to the U.S. on vacation instead of
business, according to court documents.

Prosecutors say Mr. Birkenfeld also explained how bankers advised clients to hide their wealth by
purchasing artwork and jewels with funds from Swiss accounts. For one client, Mr. Birkenfeld told
prosecutors he smuggled diamonds into the U.S. inside a toothpaste tube.

U.S. prosecutors say UBS violated a 2001 agreement that required the bank to identify the citizenship of
account holders or otherwise withhold taxes on their behalf. At that time, UBS agreed to provide U.S. tax
officials with information on any customers earning taxable U.S. income, a move seen at the time as a big
step toward ending the secrecy that has helped make Switzerland a center for private banking.

Under that pact, UBS agreed that its customers would fill out an IRS form detailing their ownership of
foreign bank accounts. Instead, the bank helped some wealthy U.S. residents hide their assets,
prosecutors say.

In a 2002 memorandum to clients following UBS's acquisition of PaineWebber, UBS bankers tried to
assuage clients' worries that their secrets might be breached as a result of the bank's new connection to a
U.S. firm. The memo, filed in court by prosecutors, reads in part: "information relative to your Swiss
banking relationship is as safe as ever..."

The memo went on to point out that UBS has been doing business in the U.S. since 1939, without having
U.S. authorities gaining "jurisdiction over assets booked abroad....Please note that our bank has a
successful track record of challenging such attempts."

UBS's reputation has been badly hurt by the case involving Mr. Birkenfeld. The bank's troubles are
expected to continue, as it is anticipated to record a $4 billion write-down for the second quarter,
bringing its losses on subprime mortgages and other investments to $43 billion.

--Glenn R. Simpson and Carrick Mollenkamp contributed to this article.

Write to Evan Perez at evan.perez@wsj.com1

URL for this article:

2 of 3 7/1/2008 4:56 AM




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




