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UNITED STATES DISTRICT COURT

FOR THE CENTRAL DISTRICT OF CALIFORNIA

UNITED STATES OF AMERICA,
Plaintif£,
V.

BANE LEUMI LE-ISRAEL B.M.,

THE BANK LEUMI LE-ISRAEL TRUST
COMPANY LTD.,

BANE LEUMI (LUXEMBOURG] S.A.,
LEUMI PRIVATE BANK S5.A., and
BANK LEUMI USA,

Defendants.

No. CRC4R14-0731

INFORMATION

[18 U.S.C. § 371: Conspiracy]

The United States Attorney charges:

INTRODUCTORY ALLEGATIONS

At all relevant times relevant to this Information:

1. Defendant BANK LEUMI LE-ISRAEL, B.M.

(“"BANK LEUMI-

ISRREL") was a public company, registered with the Registrar of

Companies in Israel and traded on the Tel-Aviv stock exchange.

Defendant BANK LEUMI-ISRAEL was the parent company of the Leumi

Group,

COMPANY LTD.

("BANE LEUMI TRUST");

which included defendant THE BANK LEUMI LE-ISRAEL TRUST

defendant BANK LEUMI
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(LUXEMBOURG) S.A; ("BANK LEUMI-LUXEMBOURG"); defendant LEUMI
FRIVATE BANK S.A. ("LPB" and formerly "BANK LEUMI-SWITZERLAND") ;
and defendant BANK LEUMI USA.

2. An "undeclared account” was a financial account owned
by an individual subject to U.S. tax and maintained in a foreign
country that had not been reported by the individual account
owner to the U.5. government on an income tax return and a
Report of Foreign Bank and Finﬁncial Accounts, Form TD F %0-22.1
(“"FEAR") .

3. These introductory allegations are incorporated as if
re-alleged in full in Count One of this Informatiom.

COUNT ONE
A. THE OBJECT OF THE CONSPIRACY

4. From at least in or about 2000 and continuing until at
least in or about early 2011, defendants BANE LEUMI-ISRAEL, BANE
LEUMI TRUST, BANK LEUMI-LUXEMBOURG, BANK LEUMI-SWITZERLAND, BANK
LEUMI USA (collectively, the "Defendants") did unlawfully,
voluntarily, intentionally, and knowingly conaspire, combine,
confederate, and agree together and with others both known and
unknown to the United States Attorney to commit the following
offense against the United States: to willfully aid, assist in,
procure, counsel, and advise the preparation and presentation of
false income tax returns and other documents to the Internal
Revenue Sefvice of the Treasury Department (the “IRS*), in
vielation of Title 26, United States Code, Section 7206(2).

B. THE MANMEE AND MEANS OF THE CONSPIRACY

5. The object of the conspiracy was carried out, and was
to be carried out, in substance, as follows:

2
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voluntarily, intentionally, and knowingly agreeing together and
with others both known and unknown to the United States Attorney
to commit the following cffense against the United States: to
willfully aid and assist in the preparation and presentation of
false income tax returns and other documents to the Internal
Revenue Service of the Treasury Department, in violation of
Title 26, United States Code, Section 7206(2), all in wvioclation
of 18 U.5.C. § 371. A copy of the Information is attached
hereto as Exhibit B.

ACCEPTANCE OF RESPONSIBILITY FOR VIOLATION OF LAW

2, The Bank Leumi Group Entities acknowledge and accept
that, among other things, as set forth more fully in the

Statement of Facts, attached hereto as Exhibit C:

The Bank Leumi Group Entities aided and assisted
U.8. taxpayers to file false tax returns by
aiding and assisting such U.S. clients to
maintain undeclared accounts and evade their U.S5.
tax obligations through a variety of means. Prior
to April 2009, Bank Leumi-Israel, Bank Leumi-
Switzerland, and Bank Leumi-Luxembourg
(collectively the "Foreign Leumi Group
Entities")sent private bankers to the United
States on a regular basis for the purpose of
opening new accounts and servicing existing
accounts of U.S8. taxpayers, some of whom the
bankers knew were evading their U.2. tax
obligations. The Foreign Leumi Group Entities,
knowing that certain U.S. taxpayers were
maintaining undeclared accounts, offered an array
of services and products that aided and assisted
the U.S. taxpayers in opening and maintaining
undisclosed accounts. These products and
services included: (1) the issuance of guarantees
and Standby Letters of Credit to collateralize
loans issued by Bank Leumi, USA; (2) the use of
offshore entities and the Bank Leumi Trust to
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a. Defendants BANK LEUMI-ISRAEL, BANK LEUMI TRUST,
BANK LEUMI-LUXEMBOURG, and BANK LEUMI-SWITZERLAND aided,
assisted, and advised their U.S. clients to either sell all of
the U.S. securities in their accounts or advised their clients
to set up a nominee offshore entity which was controlled by the
client, all in order to avoid U.S. tax reporting requirements;

b. Defendants BANK LEUMI-ISRAEL and BANK LEUMI-
SWITZERLAND aided and assisted U.5. taxpayer-clients, who were
exiting an illegal U.S. cross-border business they were
condurting with Swiss Bank A, to open accounts at defendants
BANK LEUMI-ISRAEL and BANK LEUMI-SWITEZERLAND, knowing that the
U.8. taxpayer-clients were seeking to maintain accounts that
were undeclared to U.S5. authorities;

c. Defendants BANK LEUMI-ISRAEL, BANK LEUMI-
LUXEMBOURG, and BANK LEUMI-SWITZERLAND used account features
such as "Hold Mail," "Assumed Name," “Numbered Accounts,” and
defendant BANK LEUMI TRUST established accounts for U.S. clients
that listed defendant BANK LEUMI TRUST as the nominee account
holder, all to reduce the likelihood that their clients’ U.S5.
accounts would be disclosed to or discovered by U.S.
authorities; and _

d. Defendants BANK LEUMI-ISRAEL, BANE LEUMI-
LUXEMBOURG, BANK LEUMI-SWITZERLAND and BANK LEUMI USA agreed to
a plan whereby loans issued by defendant BANK LEUMI USA to U.S.
clients would be backed by the U.S8. clients' undeclared ocffshore
assets held in accounts at defendants BANK LEUMI-ISRAEL, BANK
LEUMI - LUXEMBOURG, and BANK LEUMI-SWITZERLAND, in order to allow
the U.S. clients to enjoy the economic benefits of the funds in

3
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their undeclared accounts without directly repatriating the
funds or creating a paper trail that could potentially disclose
the existence of the undeclared accounts to U.S. authorities.
C. OVERT ACTS

6. In furtherance of the conspiracy, and to accomplish
its object, Defendants, together with others known and unknown
to the United States Attorney, committed and willfully caused
others to commit the following overt acts, among others, in the
Central District of California and elsewhere:
CLIENT 1

a. In or about November 2007, in Tel Aviv, Israel,
Client 1, a U.S. citizen residing in Malibu, California, opened
an undeclared account at defendant BANK LEUMI-ISRAEL in Tel
Aviv, Israel.

b. In or about July 2008, Client 1, with assistance
from Banker 1, an employee of defendant BANK LEUMI-ISRAEL in Tel
Aviv, Israel, and Banker 2, an employee of defendant BANE LEUMI
USA in Los Angeles, California, opened an account at defendant
BANK LEUMI USA in Los Angeles, California.

a. In or about November 2008, Client 1, with
assistance from Banker 1 and Banker 2, caused defendant BANK
LEUMI USA in Los Angeles, California, to e;tend a 57 million
credit facility to Client 1, collateralized by Client 1's
undeclared account at defendant BANK LEUMI-ISRAEL.

d. On or about October 21, 2009, from the Central
District of California, Client 1 filed with the IRS a false and

fraudulent U.S5. Individual Income Tax Return, Form 1040, for tax
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year 2008 that failed to report the undeclared account at
defendant BANK LEUMI-ISRAEL.
CLIENT 2

e. In or about 1997, Client 2, a U.S. citizen
residing in Beverly Hills, California, opened an undeclared
account at defendant BANK LEUMI-LUXEMBOURG.

£. In or about 2008, Client 2 traveled to
Luxembourg, and met with Banker 3, an executive employed by
defendant BANK LEUMI-LUXEMBOURG, and Banker 4, an employee of
defendant BANK LEUMI-LUXEMBOURG. At that meeting, Banker 3 and
Banker 4 provided Client 2 with a German cellular phone, pre-
programmed with the Bankers' phone numbers in Luxembourg.

. In or about 2009, Banker 3 and Banker 4
instructed Client 2 to never call them from Client 2's perscnal
phone, but to only call them using the German cellular phone
they provided to Client 2.

h. Between in or about 2009 and in or about 2011,
from the Central District of California, and elsewhere, Client 2
called Banker 3 and Banker 4 using the German cellular phone
they had provided in order to discuss Client 2‘'s undeclared
account at defendant BANK LEUMI-LUXEMEOURG.

i. On or about February 17, 2011, from the Centrai
District of California, Client 2 filed with the IRS a false and
fraudulent U.5. Individual Income Tax Return, Form 1040, for tax
year 2009 that failed to report the undeclared account and
related income associated with the undeclared account at

defendant BANEK LEUMI-LUXEMBOURG.
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CLIENT 3

P On or about January 5, 2004, Client 3, a U.S.
citizen residing in Tarzana, California, sent Banker 5, an
employee of defendant BANK LEUMI-ISRAEL in Tel Aviv, Israel, a
fax asking that his name be added as a beneficial owner of two
undeclared accounts with in excess of 512 million on deposit at
defendant BANK LEUMI-ISEAEL in Tel Aviv, Israel.

k. On or about April 16, 2009, from the Central
District of California, Client 3 filed with the IRS a false and
fraudulent U.S. Individual Income Tax Return, Form 1040, for tax
year 2008 that failed to report the undeclared account and
related income associated with the undeclared account at
defendant BANK LEUMI-ISRAEL.

1. On or about October 2010, Banker 6, an employee
of defendant BANK LEUMI USA in Beverly Hills, California, caused
defendant BANK LEUMI USA in Beverly Hills, California, to renew
a $56.5 million credit facility extended to Client 3,
collateralized by Client 3's undeclared account at defendant
BANK LEUMI-ISRAEL.

CLIENT 4

m. In or about September 2008, Client 4, a U.S.
citizen residing in Hollywood, Florida, flew to Switzerland to
close his account at Swiss Bank A, and during that trip met with
Banker 7, an employee of defendant BANK LEUMI-SWITZERLAND, in
order to transfer his funds at Swiss Bank A to defendant BANK
LEUMI-SWITZERLAND.

n. In or about September 2008, Banker 7 facilitated
the opening of a numbered account at defendant BANK LEUMI-

&
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SWITZERLAND by directly communicating with one or more bankers

at Swigs Bank A,
0. In or

Client 4 that Client

about September 2008, Banker 7 suggested to

4 should have hise mail from defendant BANE

LEUMI-SWITZERLAND held at the bank te help prevent Client 4's

account at defendant
to the United States
p- In or

Client 4 not to take

defendant BANE LEUMI-

the United States.

BANE LEUMI-SWITZERLAND from being disclosed
Government.

about September 2008, Banker 7 instructed
any bank account opening documents from

SWITZERLAND when Client 4 traveled back to

STEPHANIE YONEEKURA

Acting United States Attorney
Central District of Califor

7.

ROBERT DUGDALE
Assistant United States Attorney

Chief, 1l Divigion
s RE. BROWN
Azsgistant United States Attorney

ivision .

oy =

PHER 5. STRAUSS
ELLEN M. QUATTRUCCI

DENNIS E. KIHM

Trial Attorneys

U.S5. Department of Justice
Tax Division
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DAVID A. HUBBERT

Deputy Assistant Attorney General Eﬂhﬁfﬂ?@ PRI L0
Tax Division, United States Department of Jus ice =T
CHRISTOPHER S. STRAUSS VR S DISTART oaa
Trial Attorney (LA Bar No. 28770) hJﬂtE”E5‘r:*'r
ELLEN M. QUATTRUCCI - ety
Trial Attorney (DC Bar No. 462103) T e

DENNIS E. KIHM .
Trial Attorney (TX Bar No. 24066929)
Tax Division, Western Criminal Enforcement Sec
United States Department of Justice

601 D 5t. NW, Room 7022

Washingten, D.C. 20004

Telephcone: (202) 514-5762

Facgimile: (202) 514-9623

E-mail: Christopher.S.Strauss@usdoj.go

DEC 2 3 2014

1L
LLS, DISTRICT COLRT

Ellen.M.Quattruccigusdoj.gov
STEPHANIE YONEKURA
Aoting United States Attorney
SANDRA R. BROWN
hssistant United States Attorney
Chief, Tax Divisgion
300 North Los Angeles Street
Los Angeles, California 50012
Telephone: (213) 824-5810
Facsimile: (213) 894-0115
E-mail: Sandra.Brown@usdo].gov
Attorneys for Plaintiff
UNITED STATES OF RMERICA

UNITED STATES DISTRICT COURT

FOR THE CENTRAL DISTRICT OF CALIFORNIA

UNITED STATES OF AMERICA, | No. QRJ 4 = 0 73 1

Plaintiff, DEFERRED PROSECUTION AGREEMENT

V.

BEANK LEUMI LE-ISRAEL B.M.,

THE BANE LEUMI LE-ISEAEL TRUST
COMPANY LTD.,

BANK. LEUMI (LUXEMBOURG) S.A.,
LEUMI PRIVATE BANK S.A., and
BANK LEUMI USA,

Defendants.
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The United States Department of Justice, Tax Division,
Criminal Enforcement, by and through David A. Hubbert, Deputy
Assistant Attorney General, Tax Division, U.S. Department of
Justice; Christopher 5. Strauss and Ellen M. Quattrucci, Trial
Attorneys, Tax Division, United States Department of Justice;
and the United States Attorney's Office for the Central District
of California, by and through Stephanie Yonekura, Acting United
States Attorney and Sandra R. Brown, Assistant United States
Attorney (collectiwvely, the "Government") and the defendants
Bank Leumi le-Israel B.M. ("Bank Leumi-Israel"); The Bank Leumi-
le Israel Trust Company Ltd. (the "Bank Leumi Trust"); Bank
Leumi (Luxembourg) S.A. ("Bank Leumi-Luxembourg"); Leumi Private
Bank S.A., also referfad to herein as "Bank Leumi-Switzerland";
and Bank Leumi USA (collectively, the "Bank Leumi Group
Entities”), by the Deputy Chief Executive Officer of Bank Leumi-
Israel and undersigned attorneys pursuant to the authority
granted by the Bank Leumi Group Entities' Boards of Directors in
the form of a Board Resolution, as described in paragraph 47,
attached hereto as Exhibit A, hereby enter intoe this Deferred
Prosecution Agreement (the "Agreement"). This Agreement does not
apply to any individual or entity other than the Bank Leumi
Group Entities as set forth herein.

THE CRIMINAL INFORMATION

1. The Bank Leumi Group Entities will waive indictment
and consent to the filing of a one-count Information (the
"Information”) in the United States District Court for the
Central District of California, Western Division (the "Court")
charging the Bank Leumi Group Entities with unlawfully,

2
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voluntarily, intentionally, and knowingly agreeing together and
with others both known and unknown to the United States Attorney
to commit the following cffense against the United States: to
willfully aid and assist in the preparation and presentation of
false income tax returns and other documents to the Internal
Revenue Service of the Treasury Department, in violation of
Title 26, United States Code, Section 7206(2), all in wvioclation
of 18 U.5.C. § 371. A copy of the Information is attached
hereto as Exhibit B.

ACCEPTANCE OF RESPONSIBILITY FOR VIOLATION OF LAW

2, The Bank Leumi Group Entities acknowledge and accept
that, among other things, as set forth more fully in the

Statement of Facts, attached hereto as Exhibit C:

The Bank Leumi Group Entities aided and assisted
U.8. taxpayers to file false tax returns by
aiding and assisting such U.S. clients to
maintain undeclared accounts and evade their U.S5.
tax obligations through a variety of means. Prior
to April 2009, Bank Leumi-Israel, Bank Leumi-
Switzerland, and Bank Leumi-Luxembourg
(collectively the "Foreign Leumi Group
Entities")sent private bankers to the United
States on a regular basis for the purpose of
opening new accounts and servicing existing
accounts of U.S8. taxpayers, some of whom the
bankers knew were evading their U.2. tax
obligations. The Foreign Leumi Group Entities,
knowing that certain U.S. taxpayers were
maintaining undeclared accounts, offered an array
of services and products that aided and assisted
the U.S. taxpayers in opening and maintaining
undisclosed accounts. These products and
services included: (1) the issuance of guarantees
and Standby Letters of Credit to collateralize
loans issued by Bank Leumi, USA; (2) the use of
offshore entities and the Bank Leumi Trust to
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serve as nominee accountheolders; (3) the use of
"Hold Mail" service that prevented any mail from
the Foreign Leumi Group Entities from coming to
the U.8. client in the United States; (4) the use
of "assumed name" and "numbered" accounts that
concealed the name of the U.S. account holder on
all external correspondence, account records, and
other documents; and (5) the opening and
maintenance of accounts for U.S5. clients that
exited UBS and other Swiss banks after the
Department of Justice’s investigation of UBS
became public.

Specifically:

{a) Beginning in 2000 and continuing until 2010,
the Foreign Leumi Group Entities, through
certain private bankers and managers within
their respective Private Banking Divisions,
actively assisted or otherwise facilitated a
number of U.S. taxpayers in maintaining
undeclared accounts at one or more of the
Foreign Leumi Group Entities' branches by
{1) advising certain clients to sell all
U.S. securities to evade U.S. reporting
requirements on earnings; and (2) referring
U.S. beneficial owners of accounts to
outside advisors to set up offshore
corporations to act as nominee account
holders, thereby concealing the U.S.
taxpayers' beneficial ownership in the
accounts.

(B) In July 2008, UBS, the largest Swiss bank,
anncunced that it was cleosing its U.S.
cross-border business. Certain Bank Leumi
executives in both Israel and Switzerland
viewed UBS's exit from the U.S. cross-border
business as an opportunity and sought to
obtain farme; UBS customers whose accounts
UBS had stopped servicing because the
accounts were undeclared and were used to
evade U.5. tax obligations.

(C) The Bank Leumi Group Entities marketed and
offered two types of loans to U.S. customers
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through Bank Leumi USA: participation loans
and loans guaranteed by a Standby Letter of
Credit ("SBLC"). These types of leocans allowed
U.5. taxpayers to enjoy the economic benefits
of undeclared funds held offshore without
directly repatriating the funds or creating a
paper trail that could disclose the existence
of the undisclosed foreign accounts to U.S.
authorities.

3. The Bank Leumi Group Entities admit, accept, and
acknowledge that they are responsible for the acts and omissions
of their officers, executives, employees, and agents, as set
forth in the Statement of Facts and herein.

4, The Bank Leumi Group Entities represent to the
Government that this Agreement, the Information, the Statement
of Facts, and all other exhibits to this Agreement were reviewed
by their respective Boards of Directors and any officer,
employee or agent deemed necessary by the Bank Leumi Group
Entities in order to enter this Agreement. The Bank Leumi Group
Entities, through their undersigned authorized representatives
represent that the Statement of Facts contains truthful and
accurate statements based upon the Bank Leumi Group Entities'
internal investigation, and information provided to the Bank
Leumi Group Entities by the Government.

5. The U.S. accounts as set forth more fully in
paragraph 2 of this Agreement and the Statement of Facts,
concerning the period between 2002 and 2010, are referred to
hereinafter as the "Relevant Accounts.®”

6. Purguant to this Agreement, based upon the conduct set

forth in the Statement of Facts, the Bank Leumi Group Entities
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agree to pay to the United States a total of Two Hundred Seventy
Million Dollars ($270,000,000) ("the Resclution Amount") within 5
business days of the approval of this Agreement by the United
States Digtrict Court. The Bank Leumi Group Entities agree Cthat
they shall pay $71,769,305 in restitution regarding unpaid taxes
on interest, dividends, and capital gains of U.S. clients with
respect to the Relevant Accounts, which the parties agree
exceeds the gross profits related to the Relevant Accounts at
Bank Leumi-Israel, Bank Leumi-Luxembourg, and Bank Leumi USA.
The parties agree that the restitution amount shall be paid
directly to the Internal Revenue Serwvice, IRS-RACS, Attn: Mail
Stop 6261/Restitution, 333 W. Pershing Ave., Kansas City, MO
64108 pursuant to payment instructions provided to the Bank
Leumi Group Entities. The Bank Leumi Group Entities further
agree to pay $198,230,695, which consists of (1) $157,000,000
for Bank Leumi-Switzerland, in lieu of restitution for all
Relevant Accounts at Bank Leumi-Switzerland, consistent with the
Program for Non-Prosecution Agreements or Non-Target Letters for
Swiss Banks announced on August 23, 2013, and (2) in light of
the Bank Leumi Group Entities’ extraordinary cocperation as
stated in paragraphs 16 through 29, a monetary penalty of
41,230,695 for Bank Leumi-Israel, Bank Leumi-Iuxembourg, and
Bank Leumi USA {(collectively, the "Penalty Amount"). The
parties agree that the amount paid with respect to Bank Leumi-
Switzerland exceeds the gross profits of Bank Leumi Switzerland
related to the Relevant Accounts. The Penalty Amount shall be
paid directly to the United States pursuant to payment
instructions provided to the Bank Leumi Group Entities. The

&
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parties agree that if the Bank Leumi Group Entities fulfill
their cbligations set forth in this Agreement, the Government
will take no further action to collect any additional criminal
payment from the Bank Leumi Group Entities with reepect to the
criminal investigation and the matters referenced in the
Statement of Facts and related to the Relevant Accounts.

7. The Bank Leumi Group Entities agree that no portion of
the amcunts that the Bank Leumi Group Entities agree to pay to
the Government and/or the Internal Revenue Service pursuant to
the terms of this Agreement is deductible on any United States
federal, state, or local tax return. The Bank Leumi Group
Entities further agree not to challenge or dispute any part of
the Resclution Amount in any subseguent judicial or
administrative proceeding against the United States or any
agency thereof.

8. The Bank Leumi Group Entities acknowledge that the
payment of the Resclution Amount is a final payment and shall
not be refunded: {a) if the Government moves to dismiss the
Information pursuant to this Agreement; or (b) should the
Government later determine that any of the Bank Leumi Group
Entities has breached this Agreement and brings a prosecution
against any of the Bank Leumi Group Entities. Further, nothing
in this Agreement shall be deemed an agreement by the United
States that the Penalty Amount is the maximum amount that may be
required in the event of any such prosecution and the Government
shall not be precluded in any such prosecution from arguing that
the Court should impose a higher amount. The Government agrees,

however, that in the event of a breach of this Agreement and a

7
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subseguent prosecution against any of the Bank Leumi Group
Entities, it will recommend to the Court that the Penalty Amount
paid by the Bank Leumi Group Entities pursuant to this Agreement
be credited toward any payment ordered by the Court as part of
any judgment.

PERMANENT RESTRICTIONS ON THE U.S. CROSS-BORDER EBUSINESE OF

BANEK LEUMI LUXEMBOURG AND LEUMI PRIVATE EBANK

9. The "Bank Leumi Group" is defined herein as the Bank
Leumi Group Entities plus all other Bank Leumi-Israel
subsidiaries and affiliates of Bank Leumi-Israel worldwide.

10. The Government recognizes that Bank Leumi-Israel, as
the parent organization of the Bank Leumi Group, informed the
Government prior to the execution of this Agreement that it had
decided on its own initiative to cease all banking and
investment services to U.S8. taxpayers through Bank Leumi-
Luxembourg (hereinafter "BLUX"} and Leumi Private Bank
{(hereinafter "LPBE"). BLUX and LPB agree that (a) BLUX and LPE
shall cease to provide banking and investment services for all
active accounts held or beneficially cwned by a U.S5. taxpayer by
December 31, 2014; and (b) BLUX and LPE shall cease to provide
banking and investment services for all accounts, both active
and dormant, held or beneficially owned by a U.S5. taxpayer by
the end of the Deferral Periocd, as defined in paragraph 31 of
this Agreement. The cessation of banking and investment
services with respect to U.S. clients described in this
parﬁgraph is hereinafter referred to as the "BLUX/LPB Exit

Program." The completion of the BLUX/LPB Exit Program as set
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! [

forth in this paragraph is a material condition of this
Agreement.

11. Pursuant to this Agreement, the Bank Leumi Group
Entities agree that the Bank Leumi-Israel Deputy Chief Executive
Officer or an executive appointed by Bank Leumi-Israel's Board
of Directors shall provide to the United States Department of
Justice periodic reports on the BLUX/LPB Exit Program. The
first report shall be due on or before the two-month anniversary
6f the date this Agreement is approved by the Court in the
Central District of California (the "Approval Date"), and every
sixty (60) days thereafter until the completion of the BLUX/LFB
Exit Program.

HEIGHTENED STANDARDS FOR FATCA COMPLIANCE

12. Bank Leumi-Israel, as the parent organization of the
Bank Leumi Group, agrees to ensure that (a) all its subsidiaries
and affiliates, other than Bank Leumi USA, to the extent
required by the Foreign Account Tax Compliance Act, 26 U.S5.C. §§
1471-1474 ("FATCA"), have or will enter into a foreign financial
institution agreement ("FFI") or will register under an
applicable intergovernmental agreement ("IGA") for the
implementation of FATCA; and (b) all its subsidiaries and
affiliates will continue to implement and maintain an effective
program of internal controls with respect to compliance with
FATCA in its affiliates and subsidiaries (the "FATCA Compliance
Program"). Bank Leumi-Israel shall ensure that the FATCA
Compliance Program include, but not necessarily be limited to,
the following measures, a number of which Bank Leumi-Israel has
represented to the Government have already been implemented:

9
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a. The appointment of a Global Head of Cross-Border
Activity who reports directly to the Chief Risk Officer or
Deputy Chief Executive Officer of Bank Leumi-Israel, and who
shall make periodic reports on FATCA to the Audit Committee of
the Bank Leumi-Israel Board of Directors;

b. The continued employment of a designated FATCA
Coordinator at Bank Leumi-Israel who reports to Bank Leumi-
Israel’s Chief Compliance Officer;

e, The apﬁmintm&nt of a FATCA Compliance Officer at
each other affiliate and subsidiary who shall be responsible for
compliance with FATCA and shall report to each subsidiary's or
affiliate’s Chief Compliance Officer, who shall in turn report
directly to the Risk Management Committee of the Boards of
Directors of each affiliate or subsidiary. Each Board of
Directors shall in turn report its FATCA compliance to Bank
Leumi-Israel's Board of Directors;

d. The continued development and implementation of
enhanced controls to identify, prevent, detect, and correct any
material failures regarding the Bank Leumi Group's compliance
with FATCA;

e. The continued develcpment and implementation of
periodic training of relevant personnel with respect to FATCA
compliance; and

£. The continued development and implementation of
policies and procedures for receiving and investigating
allegations of material failures of FATCA-related internal

controls.
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13. In addition to the FATCA Compliance PFrogram, Bank
Leumi-Israel shall implement a revised governance structure for
the compliance functicns. Within this new framework, the Chief
Risk Officer will have functicnal management responsibility and
joint line management authority over the compliance functions
that advise the different business divisions, including Glebal
Private Banking. The Chief Risk Officer will also have
authority to identify issues of Bank Leumi Group importance, and
will have final authority with respect to compensation and
promotion matters for divisional level compliance personnel.

14. The Bank Leumi Group Entities agree to close any and
all accounts of recalcitrant account holders as defined in 26
U.8.C. § 1471(d) (6). The development and implementation of the
FATCA-related measures described in paragraphs 12 and 13 of this
agreement shall include procedures to prevent any of Bank Leumi
Group's employees from assisting recalcitrant account holders to
engage in acts of further concealment of assets and income in
connection with closing any account or transferring any funds;
and Bank Leumi-Israel shall ensure that the Bank Leumi Group
will not open any U.S. accounts except on conditions that ensure
that the account will be declared to the United States and will
be subject to disclosure to the United States by the Bank Leumi
Group.

15. With respect to Bank Leumi USA, Bank Leumi USA agrees
to provide the Department of Justice periodic reports that
identify any loan issued by Bank Leumi USA that is
collateralized by a SBLC issued by any Fﬂreign Leumi Group
Entity, or any foreign affiliate of the Bank Leumi Group. The

11
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periodic reports shall further warrant that Bank Leumi USA is
fully compliant with all applicable anti-money laundering
requlations regarding such loans and that the relevant foreign
affiliate has confirmed that the related foreign account is
FATCA compliant. The periocdic reports shall be due on the two-
month anniversary of the Approval Date, and every one hundred
aighty (180) days thereafter until the end of the Deferral
Period.

COOPERATION

16. The Government acknowledges that the Bank Leumi Group
Entities have provided substantial and extraordinary cooperation
concerning the Government's investigation of the Bank Leumi
Group Entities' cross-border business with U.S. taxpayers.

Among other things, beginning in December 2011, Bank Leumi-
Israel undertook substantial efforts through meetings with the
Bank of Israel, the Israeli Ministry of Finance, and the Israeli
Tax Authority ("ITA") to facilitate the provision of U.S.
account files and client data, including the identities of U.S.
beneficial owners, of U.5. accounts held at Bank Leumi-Israel
that had certain attributes, without reguiring the Government to
identify each U.S. account holder or beneficial owner by name
({hereinafter referred to as "Pattern Requests"). Bank Leumi

met with the ITA Director General to request that he confer with
IRS representatives concerning the exchange of information
pursuant to the Convention Between the Government of the United
States of America and the Government of the State of Israel With

Respect to Taxes on Income (hereinafter the "Tax Treaty").
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17. In August 2013, Bank Leumi-Israel informed the Israel
Association of Banks that it supported efforts to amend Israeli
law to facilitate the exchange of information with the United
States and would net join in a divergent view.

18. The Bank Leumi Group Entities conducted an extensive
internal investigation of the Bank Leumi Group Entities'
conduct, including the collection and review of millions of
documents. During the Government's investigation, Bank Leumi-
Israel timely provided over 481,000 pages of documents to the
Government, some of which were voluntarily provided and in
addition to the information sought by the Government pursuant to
its requests under the Tax Treaty or other formal process. Bank
Leumi-Israel wvoluntarily provided translations of produced
documents, conducted over 40 internal interviews, and through
counsel, proffered the substance of internal interviews
conducted by counsel with the Bank Leumi Group Entities'
employees and management upon the Government's request.
Additicnally, Bank Leumi-Israel made presentations to the
Government regarding the resulte of its internal investigation.

19. The Bank Leumi Group Entities confirm that relevant
senior officers and managers of the Bank Leumi Group Entities
that were in place at the time the conduct set forth in the
Statement of Facts occurred have been replaced.

20. The Government acknowledges that in connecticn with
the Bank Leumi Group Entities' internal investigation, Bank
Leumi-Israel engaged Deloitte Transactions and Business
Analytics LLP ("Deloitte") as an independent forensic and

accounting expert to collect and analyze data regarding U.S.
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accounts., Deloitte collected and analyzed electreonic and hard
copy documents from four countries. Deloitte made an in-person
presentation to the Government supporting its data collection
and analysis cof U.S. accounts and cooperated in providing the
production of additional explanatory materials as requested by
the Government.

21. Bank Leumi-Israel cooperated with U.S5. investigators
by voluntarily and timely providing infeormation that assisted
the Government in connection with requests under the Tax Treaty
and the Mutual Legal Assistance Treaty request to the Duchy of
Luxembourg, in a manner that resulted in the production ﬁf
additional informatien relevant to the Government's
investigation.

22. The Government acknowledges that Bank Leumi-Israel has
engaged special counsel to assist in requesting the Israeli
Government to look favorably upon IRS requests for information
and has requested that the Israeli Government agree to future
IRS requests for information regarding U.S. accounts. The
Government has been advised that Bank Leumi-Israel has recently
approached the Ieraeli Government to amend Israeli Tax and Anti-
Money-Laundering laws to require Israeli banks to comsider the
tax compliance of its customers.

23. The Government acknowledges that in 2012, Bank Leumi-
Israel sent letters to its U.S. clients advising them of the
IRS's Offshore Veluntary Disclosure Program.

24. The Government acknowledges that the Foreign Leumi
Group Entities have provided data regarding outgoing transfers
during the periocd between June 1, 2008, and December 31, 2012,

14
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)

which includes the value of the transfers, the number of
accounts engaging in transfers, and the financial institutions
to which such transfers were made.

25. The Government acknowledges that, prior to being
contacted by the Government concerning this investigation, Bank
Leumi USA began a process of conducting its own assessment of
SBLC loans by reviewing all customer relationships with
outstanding SBLC loan clients. Bank Leumi USA continued that
process by either confirming that the SBLC-backed loans were
U.8. tax-compliant or calling the loans and, where necessary,
terminating non-compliant customer relationships.

26. The Bank Leumi Group Entities acknowledge and
understand that the cooperation they have provided to date with
the criminal investigation by the Government, and its pledge of
continuing cooperation, are important and material factors
underlying the Government's decision to enter into this
Agreement. The Bank Leumi Group Entities agree to cooperate
fully with the Department of Justice, the Intermal Revenue
Service, and any designated law enforcement agency regarding any
matter related to the Government's criminal investigation of the
Bank Leumi Group Entities' U.S. cross-border business, including
in connection with any criminal investigation or prosecution
based on information disclosed to the Government pursuant teo
this Agreement.

27. The Bank Leumi Group Entities agree that their
continuing cooperation with the Government's investigation as
set forth in the preceding paragraphs shall encompass, but not
be limited to, the following:

15
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a. Completely and truthfully disclosing all
information in their possession to the Government about which
the Covernment may inquire in connection with its investigation
of the Bank Leumi Group Entities' U.S. cross-border business;

b. Assembling, organizing, and providing, in a
responsive and prompt fashion, and upon request, expedited
fashion, all documents, records, information, and other evidence
in the Bank Leumi Group's possession, custody, or contreol as may
be requested by the Government related to its United States
cross-border business;

c. Providing, at their own expense, fair and
accurate translatiocns of any foreign language documents produced
by the Bank Leumi Group pursuant this Agreement as may be
requested by the Government, and;

d. Providing testimony or information, including
testimony and information necessary to identify or establish the
original location, authenticity, or other basis for admission
into evidence of documents or physical evidence in any criminal
or other proceeding as requested by the Government. Such
cooperation shall include providing information and testimony
concerning the Government's inwvestigation, including, but not
limited to, the conduct set forth in the Information and/or the
Statement of Facts.

28. Nothing in this Agreement shall require a Bank Leumi
Group Entity to waive any of the protections of the attorney-
client privilege, attorney work-product doctrine, or any other
applicable privilege unless the Bank Leumi Group Entity

voluntarily chooses to waive any such privilege.
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29. The Bank Leumi Group Entities agree that their
cbligations to cooperate under the terms set forth in this
Agreement will continue even after the dismissal of the
Information, and the Bank Leumi Group Entities will continue to
fulfill the cooperation obligations set forth in this Agreement
in connection with any investigation, criminal prosecution, or
civil preceeding brought by the Government arising out of the
conduct set forth in the Information or the Statement of Facts
relating in any way to the Government's investigation of the
Bank Leumi Group Entities' U.S. cross-border business.

DISCLOSURE OF CLIENT DATA

30. Pursuant to requestsg made under the Tax Treaty for
information regarding accounts held and/or beneficially owned by
U.S. clients, and consistent with orders issued by the Israeli
courts regarding such reguests, (1) Bank Leumi-Israel has
provided or caused to be provided to the Internal Revenue
Service certain account information, including the identities of
U.8. account holders and beneficial owners, with respect to in
excess of 1,500 accounts held at Bank Leumi-Israel and Bank
Leumi Trust (the "Disclosed Accounts"); and (2) Bank Leumi-
Israel agrees that it shall collect and maintain all account
records regarding the Disclosed Accounts and produce all account
records regarding the Disclosed Accounts as may be requested by
the Internal Revenue Service on an expedited basis. The parties
agree that the production of information and records pursuant to

this paragraph is a material condition of this Agreement.
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DEFERRAL OF PROSECUTION

31. In consideration of the Bank Leumi Group Entities'
entry into this Agreement and their commitment to: (a) accept
and acknowledge responsibility for their conduct; (b) continue
to cooperate with the Government as set forth above; (c) make
payments specifieﬁ in this Agreement; (d) comply with United
States federal criminal laws and any guidance, directive,
requlation or order issued by the Board of Governors of the
Federal Reserve System, the Federal Deposit Insurance
Corporation, and the United States Department of the Treasury
with respect to FATCA; and (e) otherwise comply with all of the
terme of this Agreement, the Government agrees to recommend to
the Court that prosecution of any of the Bank Leumi Group
Entities be deferred for the period of twenty-four (24) months
from the Approval Date (the "Deferral Peried"), subject to the
provisions of paragraph 39 below. The Bank Leumi Group Entities
shall expressly waive indictment, and hereby waive all rights to
a speedy trial pursuant to the Sixth Amendment to the United
States Constitution, Title 18, United States Code, Section 3161,
Federal Rule of Criminal Procedure 48(b), and any applicable
Local Rules of the United States District Court for the Central
District of California for the periocd during which this
Agreement is in effect.

32. The Bank Leumi Group Entities also hereby agree to
waive all rights, whether asserted directly or by a
repregsentative, to request or receive from any department or
agency of the United States any records pertaining to the

investigation or prosecuticn of this case, including without
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limitation any records that may be sought under the Freedom of
Information Act, Title 5, United States Code, Section 552, or
the Privacy Act, Title 5, United States Code, Section 552a.
33. The Government agrees that if the Bank Leumi Group
Entities are in compliance with all of their obligations under
this Agreement, the Government shall: (a) within thirty (30)
days of the expiration of Deferral Period (including any
extension thereof) hereunder, seek dismissal with prejudice as
te the Bank Leumi Group Entities of the Information filed
against them pursuant to paragraphs 1 and 31 above; and (b)
during the term of this Agreement and thereafter, refrain from
pursuing any additional charges against, or investigation of,
the Bank Leumi Group Entities arising out of, in connection
with, or otherwise relating to the conduct of the Bank Leumi
Group Entities' U.S. cross-border business as admitted to or
disclosed by the Bank Leumi Group Entities to the Government.
34, By entering into this Agreement, the United States
does not compromise any civil liability, including but not
limited to any tax liability, which the Bank Leumi Group may
have incurred or may incur as a result of its conduct setlfarth

in the Statement of Facts.

35. This Agreement does not provide any protection against
prosecution for any crimes except as set forth above in
paragraph 33(b). The Bank Leumi Group Entities and the
Government understand that this Agreement to defer prosecution
must be approved by the District Court in the Central District
of California, in accordance with 18 U.S.C. § 3161(h) (2)}.
should the Court decline to approve the Agreement to defer

13
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prosecution for any reason, both the Government and the Bank
Leumi Group Entities are released from any obligation imposed
upcon them by this Agreement, and any exhibits hereto, which
ghall be null and wvoid.

356. It is further understcod that should the Government in
its sole discretion determine, after the date of the execution
of this Agreement, that any of the Bank Leumi Group Entities:

{a) gives false, incomplete, or mialeading information; (b)
violates any United States federal criminal law or fails to
comply with any guidance, directiwve, regulation, or order issued
by the Board of Governors of the Federal Reserve System, the
Federal Deposit Insurance Corporation, or the United States
Department of the Treasury with respect to FATCA; or (c)
otherwise commits a material viclation of this Agreement, the
Bank Leumi Group Entities shall, in the Government's sole
discretion, thereafter be subject to preosecution for any federal
crimiﬁal viclations of which the Government has knowledge,
including but not limited to a prosecution based on the conduct
described in the Information and the Statement of Facts; any
prosecution may be premised on any information provided by or on
behalf of the Bank Leumi Group Entities at any time.

37. Any prosecutions that are net time-barred by the
applicable statute of limitations on the date of the execution
of this Agreement may be commenced against any of the Bank Leumi
Group Entities within the applicable period governing the
statute of limitations. 1In addition, the Bank Leumi Group
Entities agree to toll, and exclude from any calculation of
time, the running of the statute of limitations during the

20
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duration of this Agreement. By this Agreement, the Bank Leumi
Group Entities expressly intend to and hereby do waive their
rights in the foregoing respects, including any right to make
claims premised on the statute of limitations, as well as any
constitutional, statutory, or other claim concerning pre-
indictment delay. These waivers are knowing, wvoluntary, and in
express reliance of the advice of the Bank Leumi Group Entities'
counsel.

38. It is further agreed that in the event the Government,
in its sole discretion, determines that any of the Bank Leumi
Group Entities has committed a material violation of this
Agreement, including the Bank Leumi Group Entities' failure to
meet their obligations under this Agreement: (a) all statements
gset forth in the Statement of Facts, as well as any testimeny
given by the Bank Leumi Group Entities or by any of its then-
current employees before a grand jury, or otherwise, whether
before or after the date of this Agreement, or any leads from
statements or testimony, shall be admissible in evidence in any
and all criminal proceedings hereinafter brought by the
Government against any of the Bank Leumi Group Entities; and (b)
none of the Bank Leumi Group Entities shall assert any claim
under the United States Constitution, Rule 11(f} of the Federal
Rules of Criminal Procedure, Rule 410 of the Federal Rules of
Evidence, or any other federal rule, that statements made by or
on behalf of the Bank Leumi Group Entities before or after the
date of this Agreement, or any leads derived therefrom, should

be suppressed or otherwise excluded from evidence. By executing

21
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this Agreement, it is the intent of the Bank Leumi Group
Entities to waive any and all rights in the foregoing respects.

ag. The Bank Leumi Group Entities agree that, in the
event that the Government determines, in its sole discretion,
during the Deferral Period described in paragraph 31 above (or
any extension thereof) that any of the Bank Leumi Group Entities
have committed a material viclation of this Agreement, a cne-
year extension of the period of deferral of prosecution may be
imposed in the sole discretion of the Government, and, in the
event of continuing or additional violations, additional one-
year extensions as appropriate; provided, however, that in no
event shall the teotal term of the deferral of prosecution period
of this Agreement exceed four (4) years.

40. 'The Bank Leumi Group Entities agree that they shall
not, through their attnrnefs, agents, or employees, make any
statement, in litigation or otherwise, contradicting any factual
statement in the Statement of Facts or the Bank Leumi Group
Entities' representations set forth in this Agreement; provided,
however, that the restrictions set forth in this paragraph are
not intended to and shall not apply to any current or former
employee of any of the Bank Leumi Group Entities, or any other
individual or éntity, in the course of any criminal, regulatory,
or civil case, investigation, or other proceeding, whether in
the United States or any other jurisdiction, as long as the
individual or entity is not authorized to speak on behalf of any
of the Bank Leumi Group Entities in such proceedings. Any
contradictory statement by any of the Bank Leumi Group Entities

shall constitute a breach of this Agreement and any of the Bank
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Leumi Group Entities shall thereafter be subject to prosecution
as specified in paragraphs 36 and 37 above, or the Deferral
Period may be extended pursuant to paragraph 39 above.

41. The decision as to whether any contradictory statement
will be imputed tc any of the Bank Leumi Group Entities for the
purpose of determining whether there was a breach of this
Agreement shall be at the sole discretion of the Government.
Upon the Government's reaching a determination that a
contradictory statement was made by any of the Bank Leumi Group
Entities, the Government shall promptly notify the Bank Leumi
Group Entities in writing of the contradictory statement, and
the Bank Leumi Group Entities may avoid a breach of this
Agreement by repudiating the statement both to the recipient of
the statement and to the Government within five (5) business
days after receipt of notice from the Government. The Bank
Leumi Group Entities consent to the public release by the
Government, in its sole discretion, of any repudiation.

42. The Government agrees that nothing in this Agreement
in any way prevents the Bank Leumi Group Entities from taking
good faith positions in litigation involving private parties,
including asserting defenses and affirmative defenses.

THE GOVERNMENT'S DISCRETICHN

43, The Bank Leumi Group Entities agree that it is within
the Government's sole discretion to choose, in the event of a
vioclation of this Agreement, the remedies contained in
paragraphs 36 and 37, or instead choose to extend the Deferral
Period pursuant to paragraph 39. Should the Government determine

that any of the Bank Leumi Group Entities have committed a
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material violation of this Agreement, including paragraph 6, the
Government shall provide prompt written notice teo Bank Leumi-
Israel addressed to its General Counsel, and to the Bank Leumi
Group Entities' counsel, Angela Burgess, Esq. of Davis Polk &
Wardwell LLF, 450 Lexington Avenue, New York, NY 10017, or to
any successor the Bank Leumi Group Entities may designate, of
the alleged material violation and provide the Bank Leumi Group
Entities with a thre?-week period from the date of receipt of
notice in which to make a presentaticn to the Government,
including upon request by the Bank Leumi Group Entities, the
Assistant Attorney General in charge of the Tax Division of the
Department of Justice, to demonstrate that no material violation
has cccurred, or, to the extent applicable, that the material
violation should not result in the exercise of those remedies or
in an extension of the Deferral Period. The Bank Leumi Group
Entities expressly understand and agree that the exercise of
discretion by the Government under this Agreement is not subject
to review in any court or other tribunal ocutside of the United -
States Department of Justice.

LIMITSE ON THIS AGREEMENT

44. It is understood that this Agreement is binding on the
Bank Leumi Group Entities and the Government as defined above,
but specifically does not bind any other federal agencies, any
state or local law enforcement authorities, any licensing
authorities, or any regulatory authorities. However, if
requested by the Bank Leumi Group Entities or its attorneys, the
Government will bring to the attention of any agencies or
authorities, this Agreement, the coocperation of the Bank Leumi

24
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Group Entities, and its compliance with its obligations under
this Agreement, and any remedial steps specified in or
implemented pursuant to this Agreement.

PUBLIC FILING AND MISCELLANEQUS PROVISIONS

45, The Bank Leumi Group Entities and the Government agree
that, upon filing of the Information in accerdance with
paragraph 1 above, this Agreement, including the Statement of
Facts and the other exhibits, shall be filed publicly in the
proceedings in the United States District Court for the Central
District of California.

45. This Agreement may be executed in counterparts, each
of which constitutes an original and all of which taken together
constitute one and the same document.

47. 'The Bank Leumi Group Entities shall provide to the
Government a certified copy of a resolution of the Board of
Directors of Bank Leumi-Israel affirming that the Board of
Directors has authority to enter into this Agreement on behalf
of all of the Bank Leumi Group Entities and that each Bank Leumi
Group Entity Board of Directors has (1) reviewed the Information
and the Statement of Facts in this case; (2) reviewed this
Agreement; (3) consulted with legal counsel in connection with
this matter; (4) voted to enter into the proposed Agreement; and
{s) voted to authorize the Bank Leumi-Israel corporate officer
identified below to execute this Agreement on behalf of all of
the Bank Leumi Group Entities and all other documents necessary
to carry out the provisions of this Agreement.

48. Deloitte shall provide the Government with a statement
summarizing the quality assurance processes that were executed

25
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in producing the computations provided to the Government and
confirming that its work was performed in accordance with the
Mmerican Institute of Certified Public Accountants Standards for
Consulting Services.

49, This Agreement sets forth all of the terms of the
Deferred Prosecution Agreement between the Bank Leumi Group
Entities and the Government. No modifications or additions to

this Agreement, in whole or in part, shall be valid unless they
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[

are set forth in writing and signed by the Government, the Bank
Leumi Group Entities' attorneys, and a duly authorized
representative of the Bank Leumi Group Entities.

Respectfully submitted,

DAVID A. HUBEERT . ETEP IE YONEEURRA
Deputy Assistant Attorney General United States Attorney

3! RA R. BROWN
rlal Attorney R igtant United States

Attnrney
/ —“% Chief, Tax Division

ELLEN M. GUHTTRUCCI
Trial Attorney

/; Date: (?r/zzrﬁf‘/

3;#»115 R. KIHM
rial Attorney

Date: f[g/?u?/fﬁ/
77
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Leumi Group Entities' attorneys, and a duly authorized

representative of the Bank Leumi Group Entities.

BANE LEUMI GROUP ENTITIES
Defendants

Date: 11!Uﬂ!'lkdf By:

. DEWTEL TSIDDON
PUTY CHIEF EXECUTIVE OFFICER
BANK LEUMI LE-ISRAEL GROUP

DAVIS POLK & WARDWELL LLPE

Date: ‘-.D?{LL{[A{_ By: %W

SCOTT W. MULLER, ESQ.
BNGELA T. BURGESS, ESQ.
AVI GESSER, ESQ.

Entities
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are set forth in writing and signed by the Government, the Bank

Counsel to the Bank Leumi Group
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EXHIBIT A TO DEFERRED PROSECUTION AGREEMENT
RESOLUTION OF THE BOARD OF DIRECTORS OF BANK LEUMI LE-1SRAEL B.M

At a duly held meeting held on December 8, 2014, the Board of Directors of Bank Leumi le-lsrael
B.M {“Leumi"” or the “Company”) resolved as follows:

WHEREAS, the Company, together with Bank Leumi le-Tsrae] Trust Company Lid., Bank Leumi
[Luxembourg) 5.A, Leumi Private Bank Lid. and Bank Leumi USA (collectively, the “Leumi Group
Entities") have been engaged in discussions with the United States Department of Justice, Tax Division,
Western Criminal Enforcement Section and the United States Attomey’s Office, Tax Division for the
Central District of California (collectively, the “Office™) regarding certain issues arising out of, in
connection with, or otherwise relating to the conduct of the U5, cross-border business by the Leumi Group
Entities;

WHEREAS, in order 10 resolve such discussions, it is proposed that the Company together with
other Lewmi Group Entities enter into a certain deferred prosecudion agreement with the Office (the
"Agreement"]); and

WHEREAS, the Company”s outside Counsel has advised the Board of Directors of the Company”s
rights, possible defenses, and the consequences of entering into the Agreement;

This Board hereby RESOLVES that:

1. The Company (i) consents to the filing in the United States District Court for the Ceniral District of
California, Western Division (the “Coort™) of an Information charging the Company (together with
gther Leumi Group Entities), with one ceunt of agreeing among themselves and others to willfully
aid and assist in the preparation and presentaiion of false income tax returns and cther documents to
the Internal Revenue Service, in violation of Title 26, United States Code, Section 7206 (2), all in
vialation of 18 U.S.C. § 371 as set forth more fully in the Information attached as Exhibit B to the
Apgreement and reviewed by this Board of Directors, and (ii) agrees 10 pay, together with other
Leumi Group Entifies, an amount no grester than 270 million in connection with the execution of
the Agreement and to execute the ongoing obligations described therein in accordance with 1srael]
law;

2, The Board of Directors of the Compary has reviewed the Agreement including the Information
attached as Exhibit B 1o the Agreement and the Statement of Facts (attached as Exhibit C to the
Agreement), consulted with legal counsel in connection with this matter and voted to enter into the

Agreement.

3. The Deputy Chief Executive Officer of the Company is authorized on behalf of the Company to
execute the Agreement substantially in such form as reviewed by this Board of Directors at this
meating with such non- material changes as the Deputy Chief Executive Officer of the Company

may approve;

4, The Beard takes note that the Deputy Chief Executive Officer of the Company, was also authorized
by the Boards of Directors of other Leumi Group Entities (o execute the Agreement on their behalf,
after each board reviewed the Agreement including the Information attached as Exhibit B to the
Agreement and the Statement of Facts (attached as Exhibit C to the Agreement), consulted with
legal eounsel in connection with this matter, voted 1o enter into the Agreement and (o authorize the
Deputy Chief Executive Offieer of the Company, to execute the Agreement on behalf of the ather
Leumi Group Entities.

L The Board hereby authorizes, empowers and directs the Depuaty Chief Executive Officer of the
Company, or his delegaie and Scoii W. Muller, Esq. and Angela T. Burgsss, Esq., of Davis Polk
&Wardwell LLP, 1o take, on behalf of the Company and other Leumi Group Entities, any and all
actions as may be necessary or appropriate, end to approve and execute the forms, terms or
provisions of eny agreement or other documents as may be necessary or appropriate to carry out and
effectuate the purpose and intent of the foregoing resclutions; and
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6. All of the actions of the Deputy Chief Expcutive Officer of the Company, which actions would have
been authorized by the foregoing resolutions except that such actions were taken prior o the
adoption of such resolutions, are hereby severally ratified, cenfirmed, approved and adopted as
actions on behalf of the Company.

IN WITNESS WHEREOF, the Board of Directors of the Company has executed this
Resolution

A

ompany Secrelary

Adv. Yael R
Secretary

AT 2N
B pa T (BN Fia
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UNITED STATES DISTRICT COURT

FOR THE CENTRAL DISTRICT OF CALIFORNIA

UNITED STATES OF AMERICA, No. CR 14-
Plaintiff, INFORMATION
V. . [18 U.S.C. § 371: Conspiracy]

BANE LEUMI LE-ISRAEL B.M.,

THE BANK LEUMI LE-ISRAEL TRUST
COMPANY LTD.,

BANK LEUMI (LUXEMBOURG) S.A.,
LEUMI PRIVATE BAWNK S.A., and
BANK LEUMI USA,

Defendants.

The United States Attorney charges:
INTRODUCTCORY ALLEGATIONS

At all relevant times relevant to this Information:

1. Defendant BANK LEUMI LE-ISRAEL, B.M. ("BANK LEUMI-
ISRAEL”) was a public company, registered with the Registrar of
Companies in Israsl and traded on the Tel-Aviv stock exchange.
Defendant BANK LEUMI-ISRAEL was the parent company of the Leumi
Group, which included defendant THE BANK LEUMI LE-ISRAEL TRUST

COMPANY LTD. ("BANK LEUMI TRUST"); defendant BANK LEUMI
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(LUXEMBOURG) S.A. ("BANK LEUMI-LUXEMBOURG"); defendant LEUMI
PRIVATE BANK S.A. ("LPB" and formerly "BANK LEUMI-SWITZERLAND");

and defendant BANK LEUMI USA.

2. An "™undeclared account” was a financial account owned
by an individual subject to U.S. tax and maintained in a foreign
country that had not been reported by the individual account
owner to the U.S. government on an income tax return and a
Report of Foreign Bank and Financial Accounts, Form TD F 90-22.1
(*FEBAR") .

3. These introductory allegations are incorporated as if
re-alleged in full in Count One of this Information.

COUNT ONE

A. THE CBJECT OF THE CONSPIRACY

4. From at least in or about 2000 and continuing until at
least in or about early 2011, defendants BANK LEUMI-ISRAEL, BANK
LEUMI TRUST, BANE LEUMI-LUXEMBOURG, BANK LEUMI-SWITZERLAND, BANK
LEUMI USA (collectively, the "Defendants") did unlawfully,
voluntarily, intentionally, and knowingly conspire, combine,
confederate, and agree together and with others both known and
unknown to the United States Attorney to commit the following
offense against the United States: to willfully aid, assist in,
procure, counsel, and advise the preparation and presentation of
false income tax returns and other documents to the Internal
Revenue Service bf the Treasury Department (the "“IRS"), in
violation of Title 26, United States Code, Section 7206(2).

B. THE MANNER AMD MEANS OF THE COMSPIRACY

5. The object of the conspiracy was carried out, and was
to be carried cut, in substance, as follows:

2
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a. Defendants BANK LEUMI-TSRAEL, BANK LEUMI TRUST,
BANK LEUMI-LUXEMBOURG, and BANK LEUMI-SWITZERLAND aided,
assisted, and advised their U.S. clients to either sell all of
the U.S. securities in their accounts or advised their clients
to set up a nominee offshore entity which was controlled by the
client, all in order to avoid U.S. tax reporting requirements;

b. Defendants BANK LEUMI-ISRAEL and BANK LEUMI-
SWITZERLAND aided and assisted U.S. taxpayer-clients, who were
exiting an illegal U.S. cross-border business they were
conducting with Swiss Bank A, to open accounts at defendants
BANK LEUMI-ISRAEL and BANK LEUMI-SWITZERLAND, knowing that the
U.8. taxpayer-clients were seeking to maintain accounts that
were undeclared to U.S. authorities;

c. Defendants BANE LEUMI-ISRAEL, BANK LEUMI-
LUXEMBOURG, and BANK LEUHI-E?ITZERLAND used account features
such as "Hold Mail," "Assumed Name," “Numbered Accounts,k” and
defendant BANK LEUMI TRUST established accounts for U.S. clients
that listed defendant BANK LEUMI TRUST as the nominee account
holder, all to reduce the likelihood that their clients’ U.5.
accounts would be disclosed to or discovered by U.S.
authorities; and .

d. Defendants BANK LEUMI-ISRAEL, BANK LEUMI-
LUXEMBOURG, BANK LEUMI-SWITZERLAND and BANK LEUMI USA agreed to
a plan whereby loans issued by defendant BANK LEUMI USA to o.s.
clients would be backed by the U.S. clients' undeclared offshore
assets held in accounts at defendants BANK LEUMI-ISRAEL, BANK
LEUMI-LUXEMBOURG, and BANK LEUMI-SWITZERLAND, in order to allow
the U.8. clients to enjoy the economic benefits of the funds in

3
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their undeclared accounts without directly repatriating the
funds or creating a paper trail that could potentially disclose
the existence of the undeclared accounts to U.S. authorities.

C. OVERT ACTS

Br In furtherance of the conspiracy, and to accomplish
its object, Defendants, together with others known and unknown
to the United States Attorney, committed and willfully caused
others to commit the following overt acts, among others, in the
Central District of California and elsewhere:

CLIENT 1

a. In or about November 2007, in Tel Aviwv, Israel,
Client 1, a U.S8. citizen residing in Malibu, California, opened
an undeclared account at defendant BANK LEUMI-ISRAEL in Tel

Aviwv, Israel.

b. In or about July 2008, Client 1, with assistance
from Banker 1, an employee of defendant BANK LEUMI-ISRAEL in Tel
Aviv, Israel, and Banker 2, an employee of defendant BANK LEUMI
USA in Los Angeles, California, opened an account at defendant
BANK LEUMI USA in Los Angeles, California.

o. In or about November 2008, Client 1, with
asgistance from Banker 1 and Banker 2, caused defendant EANE
LEUMI USA in Los Angeles, California, to e;tend a 57 million
credit facility to Client 1, collateralized by Client 1's
undeclared account at defendant BANK LEUMI-ISRAEL.

d. On or about October 21, 2009, from the Central
District of California, Client 1 filed with the IRS a false and

fraudulent U.S5. Individual Income Tax Return, Form 1040, for tax
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year 2008 that failed to report the undeclared account at
defendant BANK LEUMI-ISRAEL.
CLIENT 2

e. In or about 1997, Client 2, a U.8. citizen
residing in Beverly Hills, California, opened an undeclared
account at defendant BANK LEUMI-LUXEMBOURG.

£. In or about 200%, Client 2 traveled to
ﬁuxemhcurg; and met with Banker 3, an executive employed by
defendant BANE LEUMI-LUXEMBOURG, and Banker 4, an employee of
defendant BANK LEUMI-LUXEMBOURG. At that meeting, Banker 3 and
Banker 4 provided Client 2 with a German cellular phone, pre-
programmed with the Bankers' phone numbers in Luxembourg.

g. In or about 2009, Banker 3 and Banker 4
instructed Client 2 to never call them from Client 2's personal
phone, but to only call them using the German cellular phone
they provided to Client 2.

h. Between in or about 2009 and in or about 2011,
from the Central District of Califeornia, and elsewhere, Client 2
called Banker 3 and Banker 4 using the German cellular phone
they had provided in order to discuss Client 2's undeclared
account at defendant BANK LEUMI-LUXEMBOURG.

« I8 on or about February 17, 2011, from the Central
District of California, Client 2 filed with the IRS a false and
fraudulent U.S5. Individual Income Tax Return, Form 1040, for tax
f&ar 200% that failed to report the undeclared account and
related income associated with the undeclared account at

defendant BANE LEUMI-LUXEMBOURG.
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CLIENT 3
j. On or about January 5, 2004, Client 3, a U.S.

citizen residing in Tarzana, California, sent Banker 5, an
employee of defendant BANK LEUMI-ISRAEL in Tel Aviv, Israel, a
fax asking that his name be added as a beneficial owner of two
undeclared accounts with in excess of 512 million con deposit at
defendant BANK LEUMI-ISRAEL in Tel Aviv, Israel.

k. On or about April 16, 2009, from the Central
District of California, Client 3 filed with the IRS a false and
fraudulent U.S. Individual Income Tax Return, Form 1040, for tax
yvear 2008 that failed to report the undeclared account and
related income associated with the undeclared account at
defendant BANEK LEUMI-ISEAEL.

1. On or about October 2010, Banker &, an employee
of defendant BANK LEUMI USA in Beverly Hills, California, caused
defendant BANE LEUMI USA in Beverly Hills, California, to renew
a 56.5 million credit facility extended to Client 3,
collateralized by Client 3's undeclared account at defendant
BANE LEUMI-ISRAEL.

CLIENT 4

m. In or about September 2008, Client 4, a U.S.
citizen residing in Hollywood, Florida, flew to Switzerland to
close his account at Swiss Bank A, and during that trip met with
Banker 7, an employee of defendant BANK LEUMI-SWITZERLAND, in
order to transfer his funds at Swiss Bank A to defendant BANE

LEUMI-SWITZERLAND.
n. In or about September 2008, Banker 7 facilitated

the opening of a numbered account at defendant BANK LEUMI-

[
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SWITZERELAND by directly communicating with one or more bankers

at swiss Bank A. _

O. In or about September 2008, Banker 7 suggested to
Client 4 that Client 4 should have his mail from defendant BANK
LEUMI-SWITZERLAND held at the bank to help prevent Client 4's
account at defendant BANK LEUMI-SWITZERLAND from being di§clased
to the United States Government.

p. In or about September 2008, Banker 7 instructed
Client 4 not to take any bank account opening documents from

defendant BANEKE LEUMI-SWITZERLAND when Client 4 traveled back to

the United States.

STEPHANIE YONEKURA
Acting United States Attorney

?ﬁiﬁji? District of Californi

RCBERT DUGDALE
Assistant United States Attorney

Chief, al Division

s R. BROWN

Assistant United States Attorney
Chie ivision

yy.=a

ISTOPHER 5. STRAUSS
ELLEN M. QUATTRUCCI
DENNIS R. KIHM

L Trial Attorneys
U.S8. Department of Justice
Tax Division
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STATEMENT OF FACTS

ENTITIES INVOLVED IN THE OFFENSE

1. Bank Leumi le-Israel, B.M. (“Bank Leumi-Israel”) is a
public company, registered with the Registrar of Companies in
Izrael and traded on the Tel-Aviwv stock exchange. Bank Leumi-
Israel is one of Israel’'s largest banks with over 13,000
employees and subsidiaries in 7 countries. Bank Leumi-Israel is
the parent company of the Leumi Group. As of December 31, 2013,
the Leumi Group had approximately $313 billion in assets under
management .

2, The Bank Leumi le-Israel Trust Company Ltd. (“Bank
Leumi Trust®) is a subsidiary fully owned by Bank.Leumi-Iarael,
Bank Leumi Trust was founded in 1939 and is the oldest and
largest of all bank trust companies in Israel. Bank Leumi Trust
provides comprehensive trust services including the
establishment of trusts for clients of Bank Leumi-Israel.

3. Leumi Private Bank S.A. ("Leumi Private Bank") iz a
subsidiary of Bank Leumi-Israel. Leumi Private Bank was
established in January 2012 after Leumi purchased Banque Safdie
Sh and merged it with Bank Leumi Switzerland Ltd. Bank Leumi
Switzerland Ltd. was founded in 1953 in Zurich and also had
operations in Geneva (hereinafter referred to "Bank Leumi-

Switzerland”).

4. Bank Leumi (Luxembourg) S.A ("Bank Leumi-Luxembourg")
is a subsidiary of Bank Leumi-Israel. Bank Leumi-Luxembourg was

founded in 1994 to serve as the Bank Leumi Group’s marketing arm
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for private banking services, for wealthy clients from all over
the world.

5. Bank Leumi USAE is an FDIC-insured, full-service
commercial bank that provides financial services to middle
market firms and international businesses through cffices in
California, New York, Illincis, and Florida. Bank Leumi USA is
the largest subsidiary of the Leumi Group.

6.. Bank Leumi-Israel, Bank Leumi-Switzerland, and Bank
Leumi-Luxembourg (collectively "Bank Leumi”) provided private
banking, wealth management, and other related financial services
to high-net-worth individuals and entities around the world,
including citizens, resident aliens, and permanent residents of
the United States ("U.S. taxpayers') located in the Central
District of California, and elsewhere. Bank Leumi engaged the
services of Bank Leumi USA and Bank Leumi Trust as part of their
private banking and wealth management services for high-net-
worth clients.

7. Bank Leumi-Israel, Bank Leum; USh, Bank Leumi-
Bwitzerland, Bank Leumi Trust, and Bank Leumi-Luxembourg each
acknowledge and accept responsibility for the acts and omissions

of their officers, executives, managers and employees.

U.5. INCOME TAX AND REPORTING OBLIGATIONS
8. U.8. 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 at least 1580, U.S. citizens,

resident aliens, and legal permanent residents had an obligation

2
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to report to the Internal Revenue Service {"IRS") on the
Schedule B of a U.5. Indiwvidual Income Tax Return, Form 1040,
whether the individual had a financial interest in, or signature
authority over, a 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.

9, Since at least 1980, U.S. citizens, resident aliens,
and legal permanent residents who had a financial interest in,
or signature authority over, one or more financial accounts in a
foreign country with an aggregate value of more than 510,000 at
any time during a particular year were required to file with the
Department of Treasury a Report of Foreign Bank and Financial
Accounts, Form TD F 90-22.1 (the “FBAR"). The FBAR for the
applicable year was due by June 30 of the following year.

10. An "“undeclared account” was a financial account owned
by an individual subject to U.S. tax and maintained in a foreign
country that had not been reported by the individual account
owner to the U.5. government on an income tax return and an

FEAR.

BANE LEUMI‘S U.S5. CROSS-BORDER BUSINESS
11. From at least 2000 until at least 2010, Bank Leumi-
Israel, and its subsidiaries Bank Leumi USA, Bank Leumi-
Switzerland, Bank Leumi Trust, and Bank Leumi-luxembourg,
through certain private bankers and managers in the United

States cross-border business, in the Central District of

California and elsewhere, did unlawfully, voluntarily,

intentionally, and knowingly agree together with others to

3
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commit the following offense against the United States: to
willfully aid and assist in the preparation and presentation of
false income tax returns and other documents to the Internal
Revenue Service of the Treasury Department, in violation of
Title 26, United States Code, Section 7206(2), all in wviolation
of Title 18, United States Code, Section 371.

12. Bank Leumi knowingly opened and maintained undeclared
accounts that aided and assisted U.S5. taxpayers in concealing
their offshore assets and income from U.S5. taxing authorities.
Bank Leumi, through certain of its managers, private bankers and
employees, promised certain U.S. clients that their accounts
would not be disclosed to the U.S5. taxing authorities.

13. Prior to April 2009, Bank Leumi sent private bankers
to the United States on a regular basis for the purpose cf
opening new accounts and servicing existing accounts of U.S.
taxpayerz. The private bankers would meet with U.5. taxpayers
in hotels, parks, and coffee shops because they were not allowed
to meet clients in the domestic branches of Bank Leumi USA to
discuss the clients’ accounts and sign bank documents. These
private bankers traveled to the United States, most frequently
Los Angeles, California, New York, New York and Miami, Florida,
one to four times per year, to meet with sewveral clients a day,
for a week or two-week period.

14. Certain private bankers would bring bank statements to
the United States for review by the U.5. taxpayers, including
thﬁse with "Hold Mail” service. After the records were
reviewed, certain private bankers or the U.S. taxpayer would
dispose of the bank statements to conceal the beneficial owner

4
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of the undeclared account and reduce the risk of disclosure to
U.S5. taxing authorities.

15. The U.S. travel was approved by relevant executives
and paid for by Bank Leumi. The Bank Leumi executives knew that
the purpose of the U.S. travel was to recruit and/or service
U.8. taxpayer accounts. In fact, upon return to Israel,
Switzerland, or Luxembourg, the private bankers produced reports
that summarized the new business generated from the accounts for
their management.

16. When private bankers traveled to the United States,
they were required to complete certain forms upon entry to the
United States, including Customs Declaration Form 605%B. Omn
Form 6059B, certain private bankers would falsely claim, under
the penalties of perjury, that the primary purpcse of their trip
to the United States was not business. Bank Leumi managers were
aware of the false declarations and took no corrective action
until April 2009.

17. In many instances, Bank Leumi private bankers knew
that the accounts of the U.S5. taxpayers they visited were not
disclosed to the U.S. taxing authorities. They also knew that
certain U.S. taxpayers they visited were evading their U.5. tax
obligations.

18. Bank Leumi-Israel, Bank Leumi-Switzerland, and Bank
Leumi Luxembourg, knew that certain U.S. taxpayers were
maintaining undeclared accounts and offered an array of services
and products that aided and assisted the U.S5. taxpayers with
opening and maintaining undeclared accounts. These products and
gervices inecluded: (1) the issuance of gquarantees and Standby

5
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Letters of Credit to collateralize loans issued by Bank Leumi
UsSh; (2) use of offshore entities and the Bank Leumi Trust to
serve as nominee accountholders; (3) use of hold mail, assumed
name accounts, and numbered accounts; and {4) opening and
maintaining accounts for U.S. taxpayers that exited UBS and
other Swiss banks after the Department of Justice's
investigation of UBS became public.

1%. Bank Leumi, Bank Leumi USA anﬁ Bank Leumi Trust each
knew that the products and services each provided would result
in false U.8. Individual Income Tax Returns and other false

documents being filed with the Internal Revenue Service.

MARKETING OF LOANS TO U.S. TAXPAYERS
WHO HELD UNDECLARED ACCOUNTS

20. Bank Leumi USA, Bank Leumi-Israel, Bank Leumi-
switzerland, Bank Leumi Trust, and Bank Leumi-Luxembourg,
through managers and private bankers, agreed to offer, market
and service two types of lcans that assisted U.S. taxpayers with
concealing their assets and evading their U.S. tax cbligations:
{1) participation loans; and (2) Standby Letter of Credit Loans
{*SBLC Loans”).

21, A “participation loan® was a locan originated by Bank
Leumi USA wherein the foreign bank -- Bank Leumi-Isgrael, Bank
Leumi-Switzerland, or Bank Leumi-Luxembourg -- purchased 100%

funded participation in the loan and the U.&. client executed a

set-off letter securing all debts and obligations in favor of
the foreign bank. Bank Leumi USA and the foreign entity split
equally (50/50) the spread (the difference between the interest

&
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rate of the loan and the interest rate on the time deposit at
the foreign entity).

22. An SBLC Loan, also known as a "back-to-back lcan,"” was
a loan issued by Bank Leumi USA that was secured or
collateralized by funds at Bank Leumi-Israel, Bank Leumi-
Switzerland or Bank Leumi-Iuxembourg. Bank Leumi USA received
interest payments on the loan and the foreign entity separately
collected a “guaranty fee" or "commission” for the issuance of
the SBLC which together usually amounted to 1% of the loan
amount .

23. From 2002 to 2010, Bank Leumi USA issued SELC Loans
secured by accounts of 205 U.S. taxpayers. Bank Leumi profits
related to these SBLC Loans totaled approximately $23 million
from 2002 to 2010.

24, Typically, the U.S. borrower would be required to make
interest-only payments and could renew the participation or SBLC
Loans annually. Indeed, some loans were issued in the 1990's
and renewed annually for a twenty-year period.

25. Private bankers and managers at Bank Leumi USA and
Bank Leumi were aware that the SBLC Loans allowed the U.S.
taxpayers to enjoy the economic benefits of the funds in the
undeclared accounts without directly repatriating the funds or
creating a paper trail that could potentially disclose the
existence of the undeclared accounts to U.S. authorities.

26. Indeed, when certain U.S. taxpavers wanted to withdraw

funds from an undeclared account or close the undeclared
account, Bank Leumi private bankers would cffer them the
alternative of taking out a participation or SBLC Loan in order

7
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to keep the funds on deposit. Similarly, Bank Leumi USA bankers
would suggest a participation or SBLC Leoan to certain U.S.
taxpayers when the clients wanted to maintain their undeclared
account but retain full use and enjoyment of the funds.

27. In and around 2000, Bank Leumi USA began an initiative
to convert all participation loans to SBLC Loans. One reason
for the conversion from participation te éBLC Loans was to
remove information in Bank Leumi USA files that would disclose
the existence and identity of U.S5. taxpayers who maintained
undeclared accounts at Bank Leumi. Beginning in and around
2000, Bank Leumi USA, through certain executiwves, began
structuring its files so that the bank's records contained no
reference to or identifying information about the U.S.
taxpayers’ undeclared accounts.

28. In 2000, a Bank Leumi USA executive in Beverly Hills,
California sent a communication to a Bank Leumi USA executive in
New York indicating that he considered SBLC Loans cleaner than
participation loans. The SBLC Loan was “cleaner,” in his view,
because it did not reguire Bank Leumi USA and the foreign
affiliate to correspond regarding the profits generated from the
loan or to transfer money to the foreign affiliate to cowpensate
it for participating in the loan. ' The information that Bank
Leumi USA did not want to have in its files included: (i) the
name of the account holder of the foreign account; (ii}) the
account number; and (iii) the foreign branch where the account
was located.

29. In and around 2000, the same Bank Leumi USA executive

advised a manager at Bank Leumi-Israel that he "cleaned" his
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files of information concerning undeclared accounts for the
specific purpose of concealing the U.S5. taxpayers’ undeclared
accounts and reducing the likelihood that that U.S5. authorities
would claim that Bank Leumi USA assisted clients with hiding
assets.

30. In an effort to conceal the existence of undeclared
accounts and reduce the risk that beneficial owners of
undeclared accounts would be identified, beginning in and around
2000, Bank Leumi USA would not identify the person who applied
for the SBLC, usually the U.5. taxpayer with the undeclared
account, on #ny of the loan paperwork that remained in the
United States. Specifically, the SWIFT message that recorded
the SBLC would generically refer to the SBLC applicant as "you”
or "the applicant.” It was not until January 2011, after an
internal review of SELC Loans, that Bank Leumi USA changed this
policy and required all SWIFT messages to include the name of
the SBLC applicant in the SWIFT message.

31. In connection with their applications for
participation or SBLC Loans, U.S. taxpayers would submit
personal financial statements that did not disclose the
existence of their foreign accounts. Likewise, when Bank Leumi
USA private bankers prepared memoranda for review by Bank Leumi
USA's credit committee, the existence of the foreign account was
not documented. Insteaﬁ, the credit documentation would
reference the U.S. taxpayer being a well-known customer to the
Leumi Group and that the lcan was guaranteed by an SBLC issued

by a foreign affiliate.
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32, On occasion, Bank Leumi USA private bankers would
receive and review the U.3. Individual Income Tax Returns of the
U.5. taxpayer as part of the loan application process.
Oftentimes, the tax returns in Bank Leumi USA’'s possession did
not disclose the existence of the foreign account or reportlthe
income generated by the foreign account.

33. On August, 27, 2008, the Federal Deposit Insurance
Company ("FDIC") and the California Department of Financial
Institutions (*CDFI*) issued a Cease and Desist Order concerning
Mizrahi Tefahot Bank Ltd. in Los Angeles, California (“Mizrahi
Bank”). The FDIC and CDFI ordered Mizrahi Bank not to make or
renew any “back-to-back* loans or any other similar extensions
of credit unless Mizrahi Bank reviewed and maintained copies of
all records concerning the collateral, including, but not
limited to, records documenting the owner of the foreign
account. Bank Leumi understocd that the FDIC and CDFI found
that Mizrahi Bank's practices with respect to the back-to-back
loans did not satisfy Mizrahi Bank’s Enow Your Customer
cbligations and viclated certain Bank Secrecy Act and anti-money
laundering regulations.

34. From at least 2000 through January 2011, Bank Leumi
USA issued back-to-back loans to customers who had accounts at
Bank Leumi-Israel -- in their own names or in the name of Bank
Leumi Trust -- or at Bank Leumi-Switzerland or Bank Leumi-
Luxembourg without reviewing or maintaining records concerning

the collateral pledged by the U.5. taxpayer.

35, On October 3, 2008, a copy of the Mizrahi Bank Cease
and Desist Order was circulated to, among others, executives at

10
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Bank Leumi USA. Five days later, in response to the cease and
desist order, on October 8, 2008, Bank Leumi USA notified Bank
Leumi-Tuxembourg that "effective immediately,® any SBLC guaranty
issued by Bank Leumi-Luxembourg must include the applicant’'s
full name and address.

i6. A Bank Leumi-Luxembourg advisor argued against the
policy change stating that *[clustomers do not want their names
to appear on official documents, such as an SBLC" and the change
"will have a major impact on our business.”

17. One reason the policy change was resisted by Bank
Leumi-Luxembourg, with the knuwleﬁge of Bank Leumi-Israel
executives, was because certain U.S5. taxpayers were not
disclosing their accounts to U.S. taxing authorities and would
not want the fact that they had a foreign bank account disclosed
in the records of Bank Leumi USA.

38. After "extensive internal discussion,” on January 5,
2009, a Bank Leumi USA executive advised a Bank Leumi-Israel
executive that the policy change would be rescinded, but that
Bank Leumi must confirm that "all KYC information is current and
on file* with the foreign affiliate and that “the client is in
good standing” with the foreign affiliate.

319, Bank Leumi USA, through its executives and managers,
continued issuing and renewing back-to-back leans without
reviewing or maintaining records concerning the pledged
collateral. The practice continued until January 20, 2011,
when, after an internal review of SBLC Loans, Bank Leumi USA
amended its policy to require that any SBLC guéranty include the
applicant’s name.

11l
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40. Beginning in early 2011, before Bank Leumi was
notified of the investigation, Bank Leumi USA began its own
assessment of SBLC Loans by reviewing all customer relationships
with outstanding SBLC Loans to confirm whether the U.5.

taxpayers were tax compliant or not.

OFFSHORE ENTITIES AND QI AGREEMENT

41. Effectiwve January 1, 2001, Bank Leumi-Israel, Bank
Leumi-Switzerland, and Bank Leumi-Luxembourg each entered into a
Qualified Intermediary Agreement ("QI Agreement”) with the IRS.
DI Agreements provide a comprehensive framework for U.S.
information reporting and tax withholding for both non-U.5 and
U.S. persons, based upon applicable U.S. withholding and
reporting rules. The QI Agreement is designed to ensure that
U.S. persons are properly paying U.S. tax with respect to U.S.
securities held in an account.

42. In and around late 2000, certain priwvate bankers
advised U.S. clients that held U.S. securities in their accounts
that the accounts could remain undeclared (i) if they sold all
U.S5. securities prior to January 1, 2001 and signed a waiver
form agreeing that they did not want U.S. securities purchased
in the future; or (ii) set up an offshore corporation that would
serve as the nominee account holder so that Bank Leumi would not
have to report ownership hy:a U.5. person.

43. Private bankers and managers sometimes referred U.S.

taxpayers to outside lawyers and consultants to set up the

offshore corporations in jurisdictions like the British Virgin
Islands, Panama, Belize and elsewhere. The use of cffshore

12
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corporations allowed U.5. clients to hold and tramsact in U.S.
securities without disclosing the identity of the true
beneficial owner or triggering withholding on certain accounts.

44, Private bankers and managers accepted and included in
Bank Leumi’s account records IRS Forms W-8BEN (or substitute
forms) provided by the directors of the cffshore companies which
represented under penalties of perjury that such companies were
the beneficial owners, for U.S5. federal income tax purposes, of
the assetz in the accounts. In certain cases, the IRS Forms W-
BBEN (or substitute forms) were false or misleading in that the
U.S. taxpayer who owned the offshore company actually directed
and controlled the management and disposition of assets in the
company accounts and/or otherwise functioned as the beneficial
owner of such assets in disregard of the formalities of the
purported corporate ownership.

45. Alternatively, in crder to avoid disclosure to the
U.8. taxing authorities, private bankers would advise certain
U.8. taxpayers not to purchase U.S5. securities, thereby avoiding
0I requirements altogether.

46. Similarly, Bank Leumi-Israel private bankers would
suggest that U.S. taxpayers open an account through Bank Leumi
Trust in order to add "an extra level of secrecy” teo the
account. The undeclared account would be opened at Bank Leumi-
Israel in the name of Bank Leumi Trust. All bank statements and
correspondence would refer to Bank Leumi Trust as the owner of
the account. Bank Leumi Trust would maintain records detailing

the beneficial owner of the account.
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47. As late as 2010, after Bank Leumi-Israel began closing
accounts that were opened in the name of offshore corporations,
it allowed certain high-net-worth clients, with the approval of

executives, to open accounts at Bank Leumi Trust.

USE OF ACCOUNT FEATURES TO CONCEAL ACCOUNTS:
HOLD MAIL/ASSUMED NAME/NUMBERED ACCOUNTS

48. Bank Leumi recommended U.S. taxpayers utilize certain
account features that would reduce the risk of U.S. taxing
authorities learning the identities of U.S. taxpayers who
maintained undeclared accounts.

49, One such feature was “"Hold Mail” service. U.S.
taxpayers who opted for the “Hold Mail” service ensured that
every statement of account, notice or other document associated
with the account would not be sent to the customer’s address in
the United States. The customer’'s mail would remain at the
branch. _

E0. During 2002 to 2010, Bank Leumi maintained
approximately 2450 U.S. accounts in the global private banking
division with “Hold Mail” service. During this period, Bank
Leumi charged a total of approximately $1.5 million to U.S.
taxpayers for holding their mail outside the United States at
the foreign entities.

51. Bank Leumi also provided certain U.3. taxpayers with
“aggumed name” and *numbered® accounts. While the foreign
affiliate kept records of the true identity of the client
pursuant to Know Your Customer obligations, if a U.S. taxpayer

gelected either an "assumed name” or “numbered” account, the
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name of the account holder would nct appear on any
correspondence, account statements, communications or notices.
Until in and around 2004, Bank Leumi allowed U.S5. taxpayers to
complete wire transfers using assumed names or numbered accounts
without disclosing the U.8. taxpayer’'s true identity or true
account number. In or before 2008, Bank Leumi-Israel stopped
offering new “assumed name” accounts and began converting

existing “assumed name” accounts inte regular accounts.

EFFORTS TO OBTAIN U.S5.CUSTOMERS FORCED TO
EXIT UBS AND OTHER SWISS BANEKS

52. In early May 2008, the fact that UBS was being
investigated by the Department of Justice became public. UBS
disclosed that the corporation was being investigated for, among
other things, assisting U.S. taxXpayers with evading their taxes.

53. On May 7, 2008, a newspaper article regarding the UBS
investigation was distributed to high-level executives within
Bank Leumi.

54. In July 2008, UBS, the largest Swiss bank, announced
that it was closing its U.S. cross-border banking business.

55. Certain Bank Leumi executives in both Israel and
Switzerland viewed UBS's exit from the U.S. cross-border
business as an opportunity and sought to obtain former UBS
customers whose accounts UBS had stopped servicing because the
accounts were undeclared and were used to evade U.S5. tax
obligations.

56. In September 2008, a Bank Leumi manager sent an e-mail
to private bankers (including private bankers who dealt

15
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exclusively with U.S. customers) noting that *[als was published
in the press and media, UBS is under investigation of US
authorities for AML issues. Many customers who maintain their
accounts in the 'UBS’' Bank or in other banks in Eurcpe feel
pressured from such publications” and "want to transfer their
accounts te other banks.”

57. In the same e-mail, the manager acknowledged that
*many banks in Eurcpe . . . are refusing to open an account for
these customers.” HNonetheless, the manager described the UBS
exodus as a “"golden opportunity to contact customers who you
know have accounts in banks in Europe” and urged the private
bankers to “suggest that [the customers] transfer their
accounts” to Bank Leumi-Israel for "understocd” reasons.

8. In a July 2009 strategy meeting, another manager
referred te the UBS exodus as a “tfemendous opportunity® to be
exploited. At the same meeting, an executive cautioned that
* [e] verything needs to be in the appropriate dosage - And we.dn
not want the Americans to understand that the safe haven for the
money from Switzerland is Israel. Everything needs to be done
judicicusly and in accordance with legal guidelines - on a case
by case basis.” After this strategy meeting, the executive
continued to approve account openings for high-net-worth U.S.
clients on a case-by-case basis.

59. In late 2008, Bank Leumi-Switzerland was introduced to
a Swiss Asset Manager by an executive at Bank Leumi-Israel. The
Swiss Asset Manager sought to refer a substantial number of
high-net-worth clients that had undeclared accounts at Swiss

banks to Bank Leumi-Switzerland. Certain Bank Leumi-Switzerland
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executives discussed and decided to open accounts for these U.5.
taxpayers.

60. From late 2008 through 2010, the Swiss Asset Manager
referred a total of 66 former Swiss bank account holders to Bank
Leumi-Switzerland. Bank Leumi-Switzerland knew that the U.S.
taxpayers sought to maintain undeclared accounts., Pursuant to a
referral contract, Bank Leumi-Switzerland compensated the Swiss
Asset Manager for the referrals. Bank Leumi-Israel executives
were aware of the referrals.

61. In the UBS aftermath, Bank Leumi-Israel accepted
transfers from UBS and other Swiss banks for 104 U.S5. clients,
increasing assets under management by approximately $135
million. Bank Leumi-Switzerland accepted transfers and opened
accounts for 155 cusatomers, increasing assets under management
by approximately $263 million. Bank Leumi-Luxembourg accepted
transfers and opened accounts for 4 customers, increasing assets

under management by approximately $3 millien.

BANE LEUMI‘S INADEQUATE COMPLIANCE SYSTEMS
62. Prior to the UBS investigation, Bank Leumi did not
develop and implement an effective system of supervisory and
compliance controls over private bankers with respect to tax
compliance to prevent and detect wvieolations of U.S. tax laws,

including issuing specific pelicies regarding the proper

handling of accounts beneficially owned by U.S. persons.

63. Bank Leumi did not effectively monitor and control thel
activities of certain private bankers and managers in the U.S.
cross-border business, and, as a result, some private banke#s

17




10
11
12
13
14
15
16
17
18
139
20
21
22
23
24
25
26
27
28

Case 2:14-cr-00731-UA Document 24 Filed 12/23/14 Page 55 of 57 Page ID #170|
| f

and their managers adopted the position that compliance with
U.5. tax law was exclusively the concern of the U.S5. taxpayers.

64. Bank Leumi, even after the UBS tax investigation
became public, did not adopt a compliance program to fully
address the bank’s obligations with respect to U.S5. tax law
compliance. Bank Leumi did not issue policies, directives or
guidance prohibiting private bankers from assisting U.S5.
taxpayers with evading their tax obligations.

§5. Bank Leumi tock inadequate steps to educate their
private bankers about the proper handling of U.5 taxpayers and
what conduct would constitute actively assisting U.S. taxpayers
with concealing assets and evading U.S. tax obligations. Bank
Leumi focused primarily on compliance with banking regulations
and SEC rules, but did not implement policies or directives that
were adequate to detect or prevent viclations of U.S. tax law.

66. For example, on June 4, 2009 - almost a year after the
UBS tax investigation became public - a Bank Leumi-Israel
executive distributed new guidelines concerning American
customers to private bankers. These guidelines did not fully
address or remedy Bank Leumi’s compliance with U.S. tax laws.

67. The guidelines stated: "“Effective immediately, we
have decided not to accept any new accounts inveolving use of an
offshore private investment company [or similar structure},
where the sole or principal beneficial owner is a US resident,
and regardless of whether the account-holder or beneficial owner
has furnished a W-9% or whether the account includes U.S.

gecurities.”
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68. This limited guidance was not fully implemented and in
certain instances excepticns to the guidance were made in favor
of maintaining and accepting new U.S5. cross-border business.

69. Although a significant number of U.5. customers left
Bank Leumi as a result of its remedial efforts, private bankers
and managers continued tc open and service accounts of U.S.
taxpayers they knew to be evading U.S. tax cbligations. As late
as 2010, Bank Leumi private bankers continued to advise U.S.
taxpayers that, unlike UBS, Bank Leumi would not disclose names
to U.8. authorities and, therefore, there was no need to close
the undeclared account. Even after the IRS's Offshore Voluntary
Disclosure Program was announced, Bank Leumi-Israel was advising
certain U.S. taxpayers to buy property in Israel with the funds
in the undeclared accounts or transfer the funds into the name
of an Israeli relative in order to avoid disclosure to certain
U.S. taxing authorities. Bank Leumi did not timely develop

compliance measures to identify, detect or prevent this conduct.

THIRD PARTY REFERRALS OF U.S. CUSTOMERS TC BANE LEUMI LUXEMBOURG

70, In and around 2002, a Bank Leumi USA executive in
Beverly Hills, California introduced Bank Leumi-Luxembourg
executives to a U.S. tax return preparer, David Kalai. David
Kalai, the principal owner of United Revenue Service, Inc.
(*URS*), sought the assistance of Bank Leumi-Luxembourg to open
undeclared accounts for his tax preparation clients.

71. Bank Leumi-Luxembourg, through its executives,

negotiated a draft referral agreement with David Kalai for the
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purpose of providing compensation to him for referring U.S.
taxpayers to Bank Leumi-Luxembourg to open accounts.

72. David Kalai and his son MNadav Kalai were both referral
agents of Bank Leumi-Luxembourg.

73. David Kalai, Nadav Kalai, and others employed at URS
arranged for a Bank Leumi-Luxembourg private banker to meet U.S.
taxpayers in California, and elsewhere, tc open their undeclared
accounts. During the account opening processa, the private
banker advised U.S5. taxpayers that the accounts would not be
disclosed to the U.S5. taxing authorities.

74. Other times, David Kalai would arrange for the U.S.
taxpayer to complete the account opening forms to open the
account at Bank Leumi-Luxembourg at the Beverly Hills Branch of
Bank Leumi USA.

75. David Kalai, and cothers at URS, referred at least 23

customers to Bank Leumi-Luxembourdg.
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Davis Polk & Wardwell LLP
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UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA

UNITED STATES OF AMERICA, CASE NUMBER
2:14-cr-00731-UA

v Plaintiffis)
BANK LEUMI LE-ISRAEL B.M. et al. APPLICATION OF NON-RESIDENT ATTORNEY
TO APPEAR IN A SPECIFIC CASE
Defendantis). PRO HAC VICE

INSTRUCTIONS FOR APPLICANTS

{1} Complete Section [ of this Application, sign the certification in Section I, and have your designated Local Counsel sign in Section [IT;
note that electronic signatures are not accepted. Space to supplement your responses is provided in Section IV. Attach a Centificate
of Good Standing (issued within the last 30 days) from every state bar to which you are admitted. Scan the completed and signed
Applicatiom, with attachment{s), to a sr'ngfe Partable Docunient Formal fP.DF}ﬁE-L’.

{2} Have your Local Counsel e-file your Application, using the Cowrt’s CM/ECF System, and submit a Proposed Order (using Form G-64
ORDER, available from the Court's website).

{3) Subimit payment in the amount of $325 for each case in which you file an Application. Payment may be submritted at the time of
e-filing through Pay.gov. or by delivering payment to the Clerk’s Office (Attn: Fiscal) with a capy of the e-filed Application.  If your
payment is mot received within 5 days of the filing of your Application, your Application may be rejected. You will not be allowed 1o
participate as an atterney of record in this case until your payment is received,

SECTION I - INFORMATION

Gesser, Avi

Applicant's Name (Last Name, First Name ¢ Middle Initial)
Davis Polk & Wardwell LLP

Firm Name
450 Lexington Avenue (212} 450-4181 (212) 450-5985
Telephone Number Fax Number
Streel Address
New York, New York 10017 avi.gesser@davispolk.com
E-Mail Address

City, State, Zip Code
1 have been retained to represent the following parties:
BANK LEUMI LE-ISRAEL B.M. [ Plaintiff [ Defendant [~ Other:

THE BANK LEUM]I LE-ISRAEL TRUST COMPANY [~ Plaintiff [ Defendant [~ Other:

Nameis) af Party(ies) Represented

List all courts to which you have been admitted and the current status of your membership:

State of New York 05/24/1999 Yes
State of New Jersey 01/01/2009 [nactive, membership expired
U.5. District Court, E.D. New York 08/25/2000 Yes
U.S. District Court, 5.D. Mew York 12/24/2002 Yes
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List all cases in which you have applied to this Court for pro hac vice status in the previous three years:

Case Number Title of Action g Application Granted £ Denied?
N/A

If any pro hac vice applications submitted within the past three (3) years have been denied by the Court, please explain:
TA

Have you previously registered as a CM/ECF user in the Central District of California # ™ Yes K No
If yes, was your CM/ECF User account associated with the e-mail address provided above? ™ yes ™ No:

Frevious E-Mail Used (if applicable)

You must be registered for the Court's Case Management/Electronic Case Filing ("CM/ECF") System to be admitted to practice pro hac
vice in this Court, Submission of this Application will constitute your registration (or re-registration) as a CM/ECF User. If the Court
signs an Order granting your Application, you will either be issued a new CM/ECF J'og:'n and password, or the existing account you
idermﬁg'd above will be associated with your case. Pursuant to Local Rule 5-3.2.2, registéring as a CM/ECF User is deemed consent, for
purposes of Fed. R. Civ. P. 5(bJ{ZNE), to electranic service of documents through the CM/ECF System. You have the right to withhold or
revoke your corsent (o electronic service at any time; simply complete and return a Cenitral District Electronic Service Exemption Form
{Farm G-05, available from the Court's website). If the Couwrt receives an Electronic Service Exemption Form from you, you will no
longer receive notice by e-mail when Court orders or other documents are filed in cases in which you are counsel of record; instead,
copies of such documents will be sent to you through the mail.

SECTION 11 - CERTIFICATION

I declare under penalty of perjury that:

(11 All of the above information is true and correct.

(2) 1am not a resident of the State of California. Iam not regularly employed in, or engaged in substantial business,
professional, or other activities in the State of California.

(3) Tam not currently suspended from and have never been disbarred from practice in any court.

(4) 1am familiar with the Court’s Local Civil and Criminal Rules, the Federal Rules of Civil and Criminal Procedure,
and the Federal Rules of Evidence.

(5) 1designate the attarney listed in Section I below, who is a member in good standing of the Bar of this Court and
maintains an office in the Central District of California for the practice of law, as local counsel pursuant to Local
Rule 83-2.1.3.4,

Dated December 22, 2014 Avi Gesser
Applicant’s Name (please type or print)

Ap;éi'cmt! s Signalure
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10N 111 - DES N OF LOCAL C
Kumagai, Duane

Designiee’s Name (Last Nawre, First Name & Middle Initial)
Kumagai Law Group

Firm Narme
(310) 461-1625
1901 Avenue of the Stars Telephone Number Fax Number
Suite 1900 dkumagai@klgla.com
Streer Address E-Mail Address
Los Angeles, CA 90067 125063

City, State, Zip Code

Desigiee's Calijornia State Sar Number

I hereby consent 1o the foregoing designation as local counsel.

Dated December 22, 2014 Duane Kumagai
Designee’s Name (please type v&— .
Designee’s Signature M

SECTION IV - SUPPLEMENT ANSWERS HERE (ATTACH ADDITIONAL PAGES [F NECESSARY)

Ln addition to the above, Avi Gesser has been retained o represent the following parties:
BANK LEUMI (LUXEMBOURG) 5.A. - Defendant

LEUMI PRIVATE BANK 5.A, - Defendant

BANK LEUMI USA - Defendant

n addition to the above, here is a list of other couris to which Avi Gesser has been admitted and the current status of his
embership:

5. Court of Appeals, First Circuit; Current Status: Active
Manitoba Court of Queen's Bench; Current Status: Active
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Bisision of the Supreme Court

of the State of Nefo Pork
First Judicial Bepartment

J, Susanna Rojas, Ulerk of the Appellate Division of the
Supreme Court of the State of Netw York, First Judicial
Hepartment, certify that

ABRAHAM SHEIN GESSER
fuas duly licensed and admitted to practice as an Attorney amd
Tounsellor at Latw in all the courts of the State of Netw Pork on
May 24, 1999, has duly taken and subscribed the oath of office
prescribed by [afo, has been enrolled in the Roll of Attornegs and
Tounsellors at Waw on file in my office, has duly registered with
the abministratibe office of the courts, and according to the records

of this court is in good standing as an attorney and coumsellor at

lata.

An Witness Whereat, I hutie hereunto set my
hand and affixed the seal of this court on

Becember 22, 2014

J— v

3139 Ulerk of the Court
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UNITED STATES DISTRICT COURT 105 AeCE 0 AL
CENTRAL DISTRICT OF CALIFORNIA g/,

- g S
e

UNITED STATES OF AMERICA, CASE NUMBER 3 1
PLAINTIFF axxo. CR14- 07
V.

BANK LEUMI LE-ISRAEL; THE BANK e,

LEUMI LE-ISRAEL TRUST COMPANY N I x

LTD: BANK LEUMI (LUXEMBOURG) S.A ; :

IL“EE]}”;E Eiw”ﬂ BANK 5.A.; BANK (PURSUANT TO GENERAL ORDER 224 AS

A, AMENDED BY GENERAL ORDER 98-04)

DEFENDANTI(S)

Plaintiff United States of America hereby informs the Court that the above-entitled

criminal case may be related to United States v. Almog, et al, Case No. CR 11-930(B) which:

X was previously assigned to the Honorable Terry J. Hatter;

has not been previously assigned.

The above-entitled cases may be related for the following reasons:

X the cases arise out of the same conspiracy, common scheme, transaction,

series of transactions or events;

the cases involve one or more defendants in common and would entail

heard by different judges.

substantial duplication of labor in pretrial, trial or sentencing proceedings if

Additional explanation (if any): See Ex. Cto ﬂeﬁrred Prosecution Agreenwnf

Statement of Facts at paragraphs 70-75.

Dated: December 22, 2014

U.S. Department of Justice, Tax Division

12224510.0
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Case 2:14-cr-00731-UA Document 26

Memorandum

Filed 12/22/14 Page 1 of 1 Page ID #:174

Subject:

UNITED STATES v. BANK LEUMI LE-
ISRAEL B.M.: THE BANK LEUMI LE-

ISRAEL T COMPANY LTD.; K
LEUMI (L QURG) S.A.; LEUM
PRIVATE BANK S.A.; BANK LEUMI USA

Date:;
December 22, 2014

To:
TERRI MAFISI

Clerk, United States District Court
Central District of California

CR14-0731

Christopher S. Strauss
Trial Attorney, U.S. Department of Justice

Tax Division

For purposes of determining whether the above-referenced matter, being filed on December 22,

2014: T o
* ol S

(2)  should be assigned to the Honorable André Birotte Jr., it | a2
| SFm ©

= is | =822 N

I RTE

[ is not il i,_,-" oox

Aot o
a matter that was pending in the United States Attorney’s Office on or l}cforsq@ggu%ﬂ

2014, the date the Honorable André Birotte JIr. resigned from his positipn as theUmifed

States Attorney for the Central District of California.

(b)  should be assigned to the Honorable Michael W. Fitzgerald, it

Ois

[ is not

(1) a matter pending in the National Security Section or one in which the National
Security Section has previously been involved; or (2) a matter in which current
Assistant United States Attorney Patrick Fitzgerald is or has been personally involved

or on which he has personally consulted while

Trial Attorney, U. S Department of Justice
Tax Division
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UNITED STATES DISTRICT COURT
FOR THE CENTRAL DISTRICT OF CALIFORNIA

WESTERN DIVISION

UNITED STATES OF AMERICA, Ne. CR lcR 16 0 052?

Plaintiff, INFORMATION
V.
[18 U.5.C. & 371l: conspiracy to
MASUD SARSHAR, defraud the United States; 26
) U.5.C. § 7212(a): corruptly
Defendant. endeavoring to obstruct or impede

the due administratien of the
internal revenue laws]

The United States Attorney charges:
COUNT ONE
[18 U.5.C. § 3T71]
At all times relevant to this Information:

A. INTRODUCTORY ALLEGATIONS

1. Defendant MASUD SARSHAR resided within the Central District
of California and was a legal permanent resident or a citizen of the

United States.

Z. Defendant SARSHAR owned and operated Apparel Limited, Inc.,

138862701
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a California corporation that designed, manufactured, and sold
clothing and other apparel.

3. The Internal Revenue Service (“IRS”) was an agency of the
United States Department of Treasury responsible for administering
and enforcing the tax laws of the United States and collecting the
taxes owed to the Treasury of the United-States by its citizens.

4. United States citizens, resident aliens, and legal
permanent residents had an obligation to repert the following
infoermation te the IRS on Form 1040, Schedule B, Part III, Line 7a,
by checking a “Yes” or “MNo" box: “At any time during [the calendar
year], did you hawve an interest in or a signature or other authority
over a finanecial account in a foreign country, such as a bank
account, securities account, or other financial account?” 1If the
answer to Line 7a was “Yes,” then Line 7b required the taxpayer to
enter the name of the foreign country in which the financial account
was located.

5. United States citizens, resident aliens, and legal
permanent residents had an obligation to report all income earned
from foreign financial accounts on their.tax returns and pay the
taxes due on that income.

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

with an aggregate value of more than $10,000 at any time during a

2

13BBE27D.1
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particular year were required to file with the Department of the
Treasury a Report of Foreign Bank and Financial Accounts on Form TD F
90-22.1 (“FBAR"). Generally, the FBAR for the applicable year was
due by June 30 of the following year.

7. An “undeclared account” was a bank or financial account
maintained in a foreign country that was not reported to the United
States government on a tax return or on an FBAR.

8. A back-to-back loan was a mechanism by which a foreign
accountholder received a “iuan" in the United States, which was
collateralized by his undeclared account. This allowed an owner of
an undeclared account to éﬁjoy the economic benefits of the funds in
his undeclared account without directly repatriating the funds or
creating a paper trail that cnﬁld potentially disclose the existence
of the undeclared account to U.S. authorities.

8. Israeli Bank A and Bank Leumi Le-Israel B.M. (“Bank Leumi®)
had branches worldwide, including in the United States.

10. Israeli Bank B had branches throughout Israel.

11. ©On or about May 10, 1333, Defendant SARSHAR opened an
account with Israeli Bank A's Balfour branch.

12. On or about Wovember 2%, 2007, Defendant SARSHAR opened
three separate accounts at Bank Leumi.

13. TIsraeli Bank A and Bank Leumi each assigned a relationship
manager [("REM") to Defendant SARSHAR. Both BM1 from Israeli Bank A

and RM2 from Bank Leumi were based in Israel but freguently traveled

1588627001
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to the United States to meet with Defendant SARSHAR.

l4. Executive 1 was the manager of the Global Private Banking
Center at Israeli Bank A from approximately 2007 until 2013,

15. 05 or about November 30, 2011, Defendant SARSHAR opened an
account with Israeli Bank B.

16. At no time did Defendant SARSHAR report the existence of
his foreign bank accounts to the United States.

17. ©On or about Rugust 25, 2006, Israeli Baﬂk A filled out a
“Know Your Customer” form, where it reported that “income from
business” was the origin of the funds deposited by Defendant SARSHAR
into his undeclared account at Israeli Bank A.

18. 1In or around March 2010, the Foreign RAccount Tax Compliance
Bct (“FATCA") became law. FATCA imposes reporting requirements on
foreign financial institutions with respect to accounts those

institutions maintain for U.S5. persons.

B. . OBJECT OF THE CONSPIRACY

19. . From in or about 1933 through in or about January 2012, in
the Central District of California and elsewhere, defendanf MASUD
SARSHAR, together with others known and unknown to the Grand Jury,
knowingly and intenticnally combined, conspired, confederated, and
agreed to defraud the United States by impeding, impairing,
Dbstructing,_and defeating the lawful governmental functions of a
government agency, namely the IRS, by deceitful and dishonest means.

c. MANNER AND MEANS OF THE CONSPIRACY

13BBGIT0.0




L k2

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

The object of the conspiracy was carried out, and to be carried
out, in substance, as follows:

20. Defendant SARSHAR, with the assistance of RM1 and RM2,
opened and maintained undeclared foreign accounts at Israeli Bank A
and Bank Leumi, none of which defendant SARSHAR disclosed to the
United States on his Form 1040s or FBARs.

2l1. In an effort to assist defendant SARSHAR in concealing his
undeclared foreign accounts from the United States, RM1 and RM2
caused~Israeli Bank A and Bank Leumi to hold defendant SARSHAR'S
mail, and instead, carried those bank statements with them when they
visited defendant SARSHAR in the United States.

22. In an effﬁrt te further assist defendant SARSHAR in
concealing his undeclared forelgn accounts, RM1 and RM2 offered
various financial products, which allowed defendant SARSHAR to access
his funds from his undeclared foreign accounts without creating a
paper trail in the United States.

D. Overt Ackts

23. ©On or about May 10, 1933, defendant SARSHAR opened an
account with Israeli Bank A's Balfour branch.

24, On or about August 25, 2006, defendant SARSAR instructed
Israeli Bank A to hold his mail at the branch rather than mail his
bank statements to the United States.

25. On or about September 11, 2006, defendant SARSHAR received

into an undeclared account that he held at Israeli Bank A

138362701
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épproximately $206,469 in income from his business. Defendant
SARSHAR omitted this income from the gross receipts of Apparel
Limited’'s 2008 Form 11205 and from his total income when he filed his
2006 Form 1040.

26. ©On or about October 23, 2006, defendant SARSHAR received
into an undeclared account that he held at Israeli Bank A
approximately $396,205 in income from his business. Defendant SARSHAR
cmitted this income from.the gross receipts of Apparel Limitedfs 2006
Form 11205 and from his total income when he filed his 2006 Form
1040. |

27. 0On or about Hovember 24, 2006, defendant SARSHAR received
into an undeclared account that he held at Israeli Bank A
approximately $308,632 in income from his business. Defendant SARSHAR
omitted this income from the gross receipts of Apparel Limited’s 2006
Form 11205 and from his total income when he filed his 2006 Form
1040.

2B. On or about January 16, 2007, defendant SARSHAR received
into an undeclared account that he held at Israeli Bank A
approximately $138,422.04 in income from his business. Defendant
SARSHAR omitted this income from the gross reéeipts of Apparel
Limited’s 2007 Form 11205 and from his total income when he filed his
2007 Form 1040,

2%, On or about February 23, 2007, defendant SARSHAR received

inte an undeclared account that he held at Israeli Bank A

1IERA270, |




Ln [ U ]

gl

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

approximately $235,490.06 in income from his business. Defendant
SARSHAR omitted this income from the gross receipts of Apparel
Limited's 2007 Form 11205 and from his total income when he filed his
2007 Form 1040.

30. On or about February 23, 2007, defendant SARSHAR received
into an undeclared account that he held at Israeli Bank A
approximately $396,887.24 in income from his business. Defendant
SARSHAR omitted this income from the gross receipts of Apparel
Limited’s 2007 Form 112083 and from his total income when he filed his
2007 Form 1040,

31, On or about March 28, 2007, defendant SARSHAR receiwved into
an undeclared account that he held at Israeli. Bank A approximately
£177,833.72 in income from his business. Defendant SARSHAR omitted
this income from the gross receipts of Apparel Limited's 2007 Form
11208 and from his total income when he filed his 2007 Form 1040.

32. 0On or about March 28, 2Dﬁ?, defendant SARSHAR received into
an undeclared account that he held at Israeli Bank A approximately
$189,234.15 in income from his business. Defendant SARSHAR omitted
this income from the gross receipts of Apparel Limited’'s 2007 Form
11205 and from his total income when he filed his 2007 Form 1040.

33. On or about July 19, 2007, defendant SARSHAR received into
an undeclared account that he held at Israeli Bank A approximately
$687,118.88 in income from his business. Defendant SARSHAR cmitted

this income from the gross receipts of Apparel Limited's 2007 Form

13ERE2TD0,1
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11205 and from his total income when he filed his 2007 Form 1040.

34. On or about December &, 2007, defendant SARSHAR received
inte an undeclared account that he held at Bank Leumi approximately
$1,835,091.14 in income from his business. Defendant SARSHAR. cmitted
this income from the gross receipts of Apparel Limited’s 2007 Form
11208 and from his total income when he filed his 2007 Form 1040.

35. On or about December 11, 2007, defendant SARSHAR received
inte an undeclared account that he held at Israeli Bank A
approximately $879,449 in income from his business. Defendant
SARSHAR omitted this income from the gross receipts of Apparel
Limited’s 2007 Form 11205 and from his total income when he filed his
2007 Form 1040.

36. 0On or about December 17, Eﬂd?, defendant SARSHAR received
into an undeclared account that he held at Israeli Bank A
approximately $832,9200 in income from his business. Defendant
SARSHAR omitted this income from the gross receipts of Rpparel
Limited’s 2007 Form 11205 and from his total income when he filed his
2007 Form 1040.

37. On or about December 20, 2007, defendant SARSHAR received
into an undeclared aceuunt that he held at Israeli Bank A
approximately $963,000 in income from his business. Defendant
SARSHAR omitted this income from the gross receipts of RApparel
Limited’s 2007 Form 11203 and from his total income when he filed his

2007 Form 1040.

PIERETM. |
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3B. On or about December 21, 2007, defendant SARSHAR received
into an undeclared account that he held at Israeli Bank A
approfimately $962,118 in income from his business. Defendant
SARSHAR omitted this income from the gross receipts of Apparel
Limited's 2007 Form 11208 and from his total income when he filed his
2007 Form 1040.

39. On or about December 24, 2007, defendant SARSHAR received
inte an undeclared acceount that he held at Israeli Bank A
approximately $969,303 in income from his business. Defendant
SARSHAR omitted this income from the gross receipts of Apparel
Limited's ?UDT Form 11208 and from his total income when he filed his
2007 Form 1040.

40. On or about December 27, 2007, defendant SARSHAR received
into an undeclared account that he held at Israeli Bank A
approximately $710,477 in income from his business. Defendant
SARSHAR omitted this income from the gross receipts of Apparel
Limited’s 2007 Form 11203 and from his total income when he filed his
2007 Form 1040.

41. On or about June 19, 2008, defendant SARSHAR reaffirmed his
election to have Israeli Bank A hold his mail at the bkranch, a
service for which Israeli Bank A charged a fee.

42. On or about June 30, 2008, defendant SARSHAR filed and
caused to be filed a false FBAR for calendar year 2007, wherein he

failed to report the bank accounts that he held at Israeli Bank A and

138852700
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Bank Leumi, which both contained wéll in excess of the £10,000
minimum filing reguirement.

43. On or about Rugust 5, 2008, defendant SARSHAR cbtained a
back-to-back loan from Bank Leumi USA in the amount of $10 million,
which was cellateralized by defendant SARSHAR's undeclared accounts
at Bank Leumi.

44. On or about August 21, 2008, defendant SARSHAR filed and
caused to be filed a false FBAR for calendar year 2006, wherein he
failed to report the bank account that he held at Israeli Bank A,
which contained well in excess of the $10,000 minimum £filing
requirement. )

45. On or about September 3, 2008, defendant SARSHAR filed a
false and fraudulent Form 1040 for tax year 2007, on which he omitted
approximately 5$513,003.80 in interest income from Israeli Bank A and
approximately $12,996.55 in interest income from Bank Leumi.

i6. On or.abuut October 10, 2008, defendant SARSHAR received
into an undeclared account that he held at Bank Leumi approximately
$955,351 in income from his business. Defendant SARSHAR omitted this
income from the gross receipts of Apparel Limited's 2008 Form 11203
and from his total income when he filed his 2008 Form 1040.

47. ©On or about Octcbher 15, 2008, defendant SARSHAR received
into an undeclared account that he held at Bank Leumi approximately
$967,111 in income from his business. Defendant SARSHAR omitted this

income from the gross receipts of Apparel Limited's 2008 Form 11205

10
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and from his total income when he filed his 200B Form 1040.

48. On or about October 15, 2008, defendant SARSHAR received
into an undeclared account that he held at Bank Leumi approximately
5905, 371 in income from his business. Defendant SARSHAR omitted this
income from the gross receipts of Apparel Limited's 2008 Form 11208
and from his total income when he filed his 2008 Form 1040.

49, On or about February 6, 2009, Executive 1 at Israeli Bank A
approved a guarantee to Bank Leumi in the amount of 510 million at
the request of defendant SARSHAR. The guarantee issued by Israeli
Bank A was fully collateralized by defendant SARSHARR's undeclared
account at Israeli Bank A. ‘

0. ©On or about April 20, 2009, defendant SARSHAR filed a false
and fraudulent aMEnded.U.S. Individual Income Tax Return :Fc;m 1040X)
for 2007, where he again omitted approximately $513,003.80 in
interest income from Israeli Bank A and approximately $12,996.55 in
interest income from Bank Leumi.

51. On or about July 15, 200%, defendant SARSHAR received into
an undeclared account that he held at Bank Leumi approximately
$950,480.40 in income from his business. Defendant SARSHAR omitted
this income from the gross receipts of Apparel Limited’s 2003 Form
11205 and from his total income when he filed his 2009 Form 1040.

52. On or about July 21, 2009, defendant SARSHAR received into
an undeclared account that he held at Bank Leumi approximately

5$5995,45]1 in income from his business. Defendant SARSHAR omitted this

11
118BE270. 1
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income from the gross recelipts of Apparel Limited’s 2009 Form 11205
and from his total income when he filed his 2009 Form 1040.

53. On or about Rugust 4, 2005, defendant SARSHAR renewed his
10 million back-to-back loan with Bank Leumi USA, which was still
collateralized by his undeclared accounts at Bank Leumi. In
addition, defendant SARSHAR obtained an additional %9 million back-
toe=back loan with Bank Leumi USA, which was also collateralized by
his undeclared accounts at Bank Leumi.

54, ©On or about August 12, 2009, defendant SARSHAR received
into an undeclared account that he held at Bank Leumi approximately

5377,617.91 in income from his business. Defendant SARSHAR omitted

this income from the gross receipts of Apparel Limited’s 2009 Form

11205 and from his total income when he filed his 2009 Form 1040.

55. On or about August 21, 2009, defendant SARSHAR received
into an undeélared account that he held at Israeli Bank A
approximately $954,351 in income from his business. Defendant
SARSHAR omitted this income from the gross receipts of Rpparel
Limited’s 200% Form 11205 and from his total income when he filed His
2009 Form 1040.

56. On or about August 26, 2009, defendant SARSHAR received
into an undeclared account that he held at Bank Leumi approximately
$964,122 in income from his business. Defendant SARSHAR omitted this
income from the gross receipts of Apparel Limited's 2009 Form 11208

and from his total income when he filed his 200% Form 1040.

12
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57. On or about ABugust 28, 2009, defendant SARSHAR received
into an undeclared account that he held at Israeli Bank A
approximately $873,991 in income from his business. Defendant
SARSHAR omitted this income from the gross receipts of Apparel
Limited's 2009 Form 11208 and from his total income when he filed his
2009 Form 1040.

58. On or about September 14, 2009, defendant SARSHAR received
into an undeclared account that he held at Bank Leumi approximately
$919,071.40 in income from his business. Defendant SARSHAR omitted
this income from the gross receipts of Apparel Limﬁted's 2009 Form
11205 and from his tﬁtal inccme when he filed his 2009 Form 1040.

59. On or about October 21, 2009, defendant SARSHAR filed a
false and fraudulent Form 1040 for tax year 2008, on which he omitted
approximately $355,668.90 in interest income from Israeli Bank A and
approximately $%366,270.12 in interest income from Bank Leumi.

60. On or about October 27, 2009, defendant SARSHAR received
into an undeclared account that he held at Bank Leumi approximately
$885,551.40 in income from his business. Defendant SARSHAR omitted
this income from the gross receipts of Apparel Limited’s 2009 Form
11205 and from his total income when he filed his 2009 Form 1040.

61. ©On or about November 4, 2009, defendant SARSHAR received
intc an undeclared account that he held at Bank Leumi approximately
$896,531.40 in income from his business. Defendant SARSHAR cmitted

this income from the gross receipts of Apparel Limited’=s 2009 Form

13
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11205 and from his teotal income when he filed his 2009 Ferm 1040,
62. On or about November 9, 2009, defendan; SARSHAR received
‘into an undeclared account that he held at Bank Leumi approximately
||3352,¢31.40 in income from bis business. Defendant SARSHAR omitted
this income from the gross receipts of Apparel Limited’s 2009 Form

112035 and from his total income when he filed his 2009 Form 1040,

63. On or about January 25, 2010, in an effort to prevent

Defendant SARSHAR from moving funds from Israeli Bank A to Bank
Leumi, Executive 1 approved an increase to the guarantee that Israeli
Bank A previously issued to Bank Leumi from $10 million to 514.8
million, which ;as fully collateralized by defendant SARSHAR's
undeclared account at Israeli Bank A. |

'64. In or around early 2010, RM1 and RM2 advised defendant
SARSHAR, in order to conceal his undeclared accounts from the United
States, to cbtain Iranian and Israeli passports to avoid being
“flagged” as an Bmerican by their respective banks’ compliance
departments for reporting purposes.

65. On ecr about June 22, 2010, defendant SARSHAR filed and
caused to be filed a false FBAR for calendar year 2009, wherein he
failed to report the bank accounts that he held at Israeli Bank A and
Bank Leumi.

€6. On or about September 20, 2010, defendant SARSHAR filed a
false and fraudulent Form 1040 for tax year 2009, on which he emitted

approximately $468,31% in interest income from Israeli Bank A and

14
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approximately $158,192.03 in interest income from Bank Leumi.

67. On or about December 15, 2010, at the suggestion of EM1 and
RMZ2, defendant SRRSHAR acquired an Iranian passport for the purpose
of concealing the accounts that he held at Israeli Bank A and Bank
Leumi.

68. On or about May 2, 2011, at the suggestion of RM1 and RM2,
defendant SARSHAR acquired an Israeli passport for the purposes of
concealing the accounts that he held at Israeli Bank A and Bank Leumi
from the United States.

69. On or about June 15, 2011, defendant SARSHAR filed and
causeﬁ to be filed a false FBAR for calendar year 2010, wherein he
failed to report the bank accounts that he held at Israeli Bank & and
Bank Leumi, which both contained well in excess of the 510,000
minimum filing requirement.

70. ©On or about October 19, 2011, defendant SARSHAR filed a
false and fraudulent Form 1040 for tax year 2010, on which he omitted
approximately $225,29D.?U in interest income from Israeli Bank A and
approximately 5206,462.35 in interest incoeme from Bank Leumi.

71. ©On or about December 5, 2011, at the direction of RM1 and
EMZ and with the asszistance of BM1l, defendant SARSHAR transferred the
remaining funds from his undeclared account at Israeli Bank A to an
undeclared account that he created at Israeli Bank B.

72. On or about June 24, 2012, defendant SARSHAR filed and

caused to be filed a false FBAR for calendar year 2011, wherein he

15
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failed to report the bank acecounts that he held at Israeli Bank A and

Bank Leumi, which both contained well in excess of the 510,000

minimum filing requirement.

732. On or about October 15, 2012, defendant SARSHAR filed a

false and fraudulent Form 1040 for tax year 2011, on which he omitted

approximately $66,584.90 in interest income from Israeli Bank A and

approximately $173,513.24 in interest income from Bank Leumi.

16
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COUNT TWO
[26 U.3.C. § 7212(a}]

74. The allegations contained in paragraphs 1 through 18 and 23
through 73 are realleged and incorporated by reference as if set out
in full herein.

75. From in or about 1933 through in or around the end of 2012
in the Central District of California and elsewhere, defendant MASUD
SARSHAR corruptly obstructed and impeded, and endeavored teo cbstruct
and impede, the due administration of the internal revenue laws of
the United States by, among other things: {1} maintaining, since at
least 1993, undeclared foreign financial accounts held in his own
name and those of entities; (2) diverting millions of dollars of
Bpparel Limited’'s gross receipts into undeclared accounts in his name
at Israeli Bank A and Bank Leumi; (3) filing and causing to be filed
fraudulent IRS Forms 1040 for 2006 through Eﬂil. wherein defendant
SARSHAR comitted the aforementioned diverted income and interest
income that he received from Israeli Bank A and Bank Leumi; (4)
filing and causing to be filed fraudulent FBARs for 2006, 2007, 2009,
2010, and 2011, which failed to disclose the accounts defendant
SARSHAR maintained at Israeli Bank A and Baﬁk Leumi; (5) accessing
and using his undeclared foreign funds through obtaining at least two
back-to-back locans from Bank Leumi, which, in part, he collateralized
by a standby letter of credit issued by Israeli Bank A; (6) obtaining
Iranian and Israeli passports for the sole purpose of evading U.S.

reporting requirements with respect to foreign financial accounts;
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{(7) transferring funds teo Israeli Bank B after being “flagged” as an

American by Isaraeli Bank A and Bank Leumi;

(8) repatriating his

funds, with the assistance of another, to make them appear as loans

to Apparel Limited from a foreign entity.

EILEEN M. DECEKER
United States Attorney
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LAWRENCE 5. MIDDLETON
Assistant United States Attorney
Chief, Criminal Diwvision

ROBERT F. CONTE
Assistant United States Attorney
Acting Chief, Tax Division

TINO M. LISELLA

Assistant Chief

TIMOTHY M. RUSSO

Trial Attorney

U.5. Department of Justice,
Tax Divisieon
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