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Agreement Between the United States and Swiss Governments Will Require UBS to
Disclose 4,450 Swiss Accounts Held by U.S. Citizens or Residents

U.S. citizens or residents holding undeclared accounts with UBS AG (“UBS”) should take note
of the agreement made on August 19, 2009, between the United States and Swiss governments to
settle the U.S. Department of Justice’s lawsuit against UBS seeking the names of U.S. citizens or
residents holding Swiss accounts with UBS. The agreement requires the disclosure to the Internal
Revenue Service (“IRS”) of 4,450 UBS Swiss accounts held by U.S. citizens or residents. The
Swiss government will notify the account holders that their names are being released to the IRS,
although the account holders will have an opportunity to appeal the release of their names to a
Swiss administrative court.

Holders of undeclared Swiss accounts with UBS have until September 23, 2009, to participate in
the IRS’s Voluntary Disclosure Program (the “Program”). The Program allows U.S. holders of
undeclared foreign accounts to disclose those accounts with the possibility of paying reduced tax
penalties and avoiding criminal tax prosecution. Participation in the Program will require
sending a statement to the IRS to provide details about the undeclared foreign accounts by
submitting any un-filed or amended tax returns and Forms TD F 90-22.1, Report of Foreign
Bank Account (“FBARs”) for any years between 2003 and 2008.

The IRS will review the disclosure for possible criminal or civil tax penalties. Criminal tax
penalties include a fine up to $500,000 and a prison term ranging from one to 10 years, but
criminal tax penalties may be waived under the Program. Reduced civil tax penalties under the
Program include (i) a 20 to 25 percent penalty on unpaid taxes owed to the IRS for taxable years
between 2003 and 2008, and (ii) in lieu of multiple penalties for not filing tax returns or FBARS,
a single 20 percent penalty based on the highest value of the account for each year between 2003
to 2008.

To be eligible for the Program, U.S. citizens or residents holding undeclared Swiss accounts with
UBS will have to voluntarily disclose their accounts before the Program ends on September 23,
2009, and before their identities are released to the IRS. Any voluntary disclosures under the
Program made after the IRS receives the names of the account holders with UBS Swiss accounts
might not be eligible for reduced tax penalties or clearance from criminal tax prosecution. The
agreement between the United States and Swiss governments does not indicate when UBS will
disclose the 4,450 UBS Swiss accounts held by U.S. citizens or residents. Those account holders
considering participation in the Program should take immediate steps to make the voluntary
disclosure.

For more information, please contact the Tax Law Practice Group at Lane Powell:
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We provide the Tax Law Hotsheet as a service to our clients, colleagues and friends. It is
intended to be a source of general information, not an opinion or legal advice on any specific
situation, and does not create an attorney-client relationship with our readers. If you would like
more information regarding whether we may assist you in any particular matter, please contact
one of our lawyers, using care not to provide us any confidential information until we have
notified you in writing that there are no conflicts of interest and that we have agreed to represent
you on the specific matter that is the subject of your inquiry.
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