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3 15,968 16,771 17,969 18,873 18,872 19,821 (11)
3 (9,974)(10,476)(11,143)11,703)12,657)(13,294)(10)
3 5,994 6,295 6,826 7,169 6,215 6,528 (12)
( ) 11 (118) (124) (84) (88) (66) (69) 40
5,875 6,171 6,742 7,081 6,149 6, 458 (13)
4 15,405 16,180 15,236 16,002 17,160 18,023 1
3 3,480 3,655 4,343 4,561 7,471 7,847 (20)
5 682 716 1,467 1,541 1,214 1,275 (54)
25,443 26,723 27,788 29,186 31,994 33,603 (8)
6 14,737 15,478 15,634 16,420 17,031 17,888 (6)
7 8,653 9,088 5,959 6,259 6,585 6,916 45
16 689 724 761 799 918 964 (9)
17 3,030 3,182 0 0 0 0
17 106 111 127 133 117 123 (17)
27,216 28,585 22,482 23,613 24,650 25,890 21
(1,774) (1,863) 5,307 5,574 7,345 7,714
24 461 484 901 946 (409) (430) (49)
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0 0 0 0 2 2
24 0 0 0 0 0 0
0 0 0 0 2 2
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276 290 268 281 304 319 3
276 290 268 281 303 318 3
0 0 0 0 1 1
B
UBS (2,511) (2,637) 4,138 4,346 7,452 7,827
(2,511) (2,637) 4,138 4,346 7,451 7,826
0 0 0 0 1 1
( )
8 (0.67) (70.37) 1.10 115.53 1.97 206.91
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384 384 0 1,537 (143)
( ) 1,023 1,023 (2,141) 124
(413) (413) 321 (3)
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339 339 1,531 (524)
89 89 41 76
(455) (455) (998) (375)
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21 21 (80) 14
) 15 15 0 520 (649)
1,800 1,800 3,249 974
(1,297) (1,.297) (1,197) (1,164)
(100) (100) (438) 40
403 403 0 1,614 (150)
( ) 1,074 1,074 (2,249) 130
(434) (434) 337 (3)
) ( ) 640 640 0 (1,912) 126
8 8
(2) (2)
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9 21,230 22,298 23,218 24,386 17,13317,995 (9)
10 37,372 39,252 58,763 61,719 62,45465,595 (36)
10 130,941137,527213,501224,240142,79049,0972 (39)
12 160,861168,952181,525190,656228,81%240, 324 (11)
28 44,698 46, 946 39, 93641, 945 61,35264, 438 12
25 418,029439,056486,584511,059401, 14621, 324 (14)
10 30,413 31,9483 41,322 43,400 38,07139,986 (26)
13 9,106 9,564 10,336 10,856 8,504 8,932 (12)
9 279,901293,980266,604280,014262,87276, 100 5
14 66,383 69,722 53,174 55,849 74,768 78,529 25
6,093 6,399 6,327 6,645 5,466 5,741 (4)
15 858 901 795 835 790 830 8
16 6,004 6,306 5,688 5,974 5,467 5,742 6
17 6,461 6,786 9,695 10,183 9,822 10,316 (33)
24 8,143 8,553 9,627 10,111 10,26210,778 (15)
18 11,055 11,611 9,165 9,626 19,506 20, 487 21
1,259, 213,2322,571 416, d6 488, 235314, 813880, 948 (11)
19 23,024 24,182 30,201 31,720 41,49043,577 (24)
10 9,203 9,666 8,136 8,545 6,651 6,986 13
10 37,639 39,532102,429107,581 74,796 78,558 (63)
12 34,154 35,872 39,480 41,466 54,97557,740 (13)
25 395,070414,942473,400497,212393,762413,568 (17)
10 71,148 74,727 67,114 70,490 58,92461,888 6
20 92,878 97,550 88,982 93,458 100, 75605, 824 4
19 371,892390,598342,409359,632332,30B49,016 9
6,881 7,227 6,850 7,195 7,738 8,127 0
21 104,656109,920140,617147,690130,27136, 824 (26)
23 2,536 2,664 1,626 1,708 1,704 1,790 56
22 59,902 62,915 62,784 65,942 62,67465,827 (5)

1,208,9183269, 795364, d27432,6318 266, d4829, 724 (11)

384 403 383 402 383 402
33,898 35,603 34,614 36,355 34,39336, 123
(1,071) (1,125)(1,160)(1,218) (654) (687)
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(11)

(9)
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(3,475)

47,604

28
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2011 12 31 402 36,355 (1,218)(41) 24,936 (9,464) 6,771)265 2,731 (5,687)0 50,9714,628 55,598
0 0 0
(1,468) (1,468) (1,468)
1,561 1,561 1,561
)
(9) (9) (9)
)
4 4 4
132 132 132
) (480) (480) (480)
0 0
(398) (398) (298) (689)
_ 2 2
0 0
) (1) (1) (11) (12)
0 (9) (9)
(2,637) 527 (537) 15 403 640 6 (2,110)255 (1,855)
2012 12 31 403 35,603 (1,125)(39) 22,299 (8,937) 7, 308)280 3,133 (5,048)6 48,2044,572 52,777
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1
4,359 4,578 4,907 5,154 7,254 7,619
2 0 0 (882) (926) (2,622)2,754)
(48) (50) 334 351 275 289
4,311 4,528 4,359 4,578 4,907 5,154
42 44 47 49 136 143
4,353 4,572 4,406 4,628 5,043 5,297
T 2
()
2012 12 31 2011 12 31 2010 12 31 2011 12 31
3,832,121, 89930,840, 583558, 112, 753 0
3,128,334 1,281,386 272,727,760 144
3,835,250, 2333832, 121, 889830, 840,513 0
84,955,551 38,892,031 37,553,872 18
114,292, 481155, 636, 639105, 824, 816 (27)
(111,368, 4311)09,573, 119004, 486, 657) 2
87,879,601 84,955,551 38,892,031 3
2012 12 31 UBS 145,510, 992
12 31 148,639, 326 100,000,000
SNB SNB
SNB UBS
UBS SNB
SNB SNB
2010 14 UBS AG
380,000, 000
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1
2012 12 31 2011 12 31 2010 12 31
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689 724 761 799 918 964
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294 309 795 835 (634) (666)

(507) (533) (996)(1,046) (531) (558)
3,717 3,904 (5,856)6,151) 1,125 1, 182
6,081 6,387 3,703 3,889 15,2986, 067

(7.686) (8,073) (14,560}15,302)10, 04610, 551

102,436 107,589 (67,26QJ0,645Y47,200%9,582)

8,740 9,180 17,22518, 091 6,6356, 9609

16,011 16,816 6,068 6,373 (1,703)1,789)
(889) (934) 9,648 10,133 (1,994(2,094)

(66,111)(69,436)27, 11628, 480 17,5888, 473

4,399 4,620 6,330 6,648 5,239 5,503
(794) (834) (1,43001,502) 1,246 1,300
(261) (274) (349) (367) (498) (523)

67,050 70,423 (14,24(Q0)4,957)13,385.4,058

(11) (12) (58) (61) (75) (79)
41 43 50 53 307 322
(1,118) (1,174) (1,12901,186) (541) (568)
202 212 233 245 242 254

(13,946)(14,6%7)20,28121,301 4,164 4,373

(14,831)(15,577)19,377R0,352 4,097 4,303

(37,967)(39,877)15,33816, 110 4,459 4,683

(1,159) (1,217) (1,885(01,980) (1,456(1,529)

HLoi12

18

0 0 0 0 (113) (119)
(379) (398) 0 0 0 0
58,551 55,235 82,362
55,747 52,590 78,418
56,712 65,776 81,3095
(53,996)( )(62,62%) %77,499) )
0 0 1 1 6 6
(288) (302) (749) (787) (2,053(2,156)
(38,041)(39,954) 2,670 2,804 1,764 1,853
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3
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99, 11B04,10485,6189,918 79, 93483, 955

66,38%9,722 40,6382,682 26, 93928, 294
1 4,3824,602 3,9004,096 17,11017,971

2 28,35429,780 41,0743, 140 35,88537,690

99, 11B04,10485,61389, 918 79, 93483, 955

14,55115, 283 16,66917,507 17,34418, 216

9,153 9,613 9,84510,340 12,60613, 240

3 1,430 1,502 1,343 1,411 1,395 1,465
L 2012 12 31 2,192
2011 12 31 1,783 2012 12 31 2,190
2011 12 31 2,117 2 2012 12 31 15,961
2011 12 31 18,733 201
12 31 12,393 2011 12 31 22,341 10
3 ( ) 2012 37
2011 28 2010 29
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2010
16,920 (381) 7,838 0 0 (951) 121 (1,354) 6,484
111 (29) (82) 124 (3) 211 (33) 299 217
2010
17,031 (409)7,756 124 (3) (740) =88 (1,055) 6,701
2011
15,591 923 4,427 0 0 995 (6) 3,030 7,457
43 (22) (21) (2,141)321 (10) 26 (1,804) (1,825)
2011
15, 634 901 4,406 (2,141)321 985 20 1,226 5,632
2010 12 31 1.99 (0.02) 1.97 1.96 (0.02) 1.94
2011 12 31 1.10 0.00 1.10 1.08 0.00 1.08
1
2009 12 31 2010 23,682 8,868 69, 943 48,633
(3,040) 741 1,010 (3,309)
2009 12 31 2010 20,642 9,609 70, 954 45,324
2010 12 31 22,681 9,522 62,015 51,863
(3,040) 741 1,010 (3,309)
(134) (1) (352) 217
2010 12 31 19,506 10,262 62,674 48,770
2011 12 31 12,465 8,526 60, 066 57,852
(3,174) 740 658 (3,092)
(126) 361 2,060 (1,825)
2011 12 31 9,165 9,627 62,784 52,935
1
1
UBS
2010 3,153 4,225 6,623 1,096 1,625 197 16,920
75 (9) (18) 1 62 0 111
2010 3,228 4,216 6,605 1,097 1,687 197 17,031
2011 3,258 3,840 5,740 955 1,666 132 15,591
43 (10) (24) (2) 35 0 43
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2011 3,300 3,830 5,716 954 1,702 132 15, 634
1
| FRS
2010 10 | ASB | FRS
2011
UBS |l FRS 2012
28
2011 28Db 1,185
399
28a 28d
28a
28d 28a 31
28d
2009 2011 | FRS
2012 | ASB Il FRS
I AS
2013
2012 I AS UBS I AS 19 R 201
2013
| AS 12
2010 12 | ASB | AS 12 S| C
21
| AS 12
2012 UBS
2012
2012 UBS
| AS 32
| AS 32 | AS 21

2012

2011 12 30
2012 SNB
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2012

2012

2012

2012

2012
800 250

1,100
c) 2013

I FRS

I ASB 20009 Il FRS

11
2010 10 | ASB
Il FRS Il FRS I AS 39

( ocCl )

ocCl

2011 12 | ASB 2013
Il FRS
Il FRS

2012 | ASB

ocCl
UBS

I FRS 10

2011 Il ASB I FRS 10
Il FRS
SIC 12 — I
Il FRS 10

Il FRS

AS 27

10
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2015 Il FRS

I FRS

10



EDINETOOOO
00000000000 0O(E05852)

oOoOooodn
Il FRS 10
I FRS 10
2012 10 | ASB I FRS 10
UBS
UBS
UBS I FRS 10 2013
UBS 2012 10 UBS 201
I FRS 10 2012
2011 I AS 27 SIC 12
I FRS 10 UBS
UBS
UBS
UBS
UBS UBS
UBS 2012 Il FRS 10
18 12
I FRS 11
2011 Il ASB I FRS 11 I AS 31
SICc 13 —
Il FRS 11
UBS I AS 31
UBS 2013 Il FRS 11
I FRS 12
2011 Il ASB I FRS 12
Il FRS 12 I AS 28
2013 UBS 2013
I FRS 12
I FRS 13
2011 Il ASB I FRS 13 I FRS
2013 Il FRS 13
UBS
I AS
2011 I ASB | AS
OocCl
ocCl
OocClI I AS 19
I FRS
ocCl UBS

2013
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I AS 32 I FRS
2011 12 | ASB I AS 32 Il FRS
I AS 32
I ASB
I FRS
UBS I AS 32 2014

I FRS 2013
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UBS UBS

UBS

UBS

UBS UBS
UBS
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UBS
2012 12 31
1,951 792 1,141 (21) 2,186 (171) 116 5,994
5,089 5,319 7,422 1,905 1,569 (2,003) 265 19,567
2.3.4 7,040 6,110 8,564 1,884 3,756 (2,173) 381 25,561
( ) 1 (14) 34 0 (27) 0 (112) (118)
7,041 6,097 8,598 1,884 3,728 (2,173) 268 25,443
2,865 4,252 5,141 885 1,287 240 68 14,737
1,360 893 2,730 395 857 1, 648 771 8,653
( ) 243 (15) 132 (10) (370) 2 19 0
159 100 257 37 128 6 2 689
6 0 0 3,030 0 0 0 0 3,030
6 7 51 41 8 0 0 0 106
7 4,634 5,281 11,331 1,314 1,901 1,895 861 27,216
2,407 816 (2,734) 570 1,827 (4,068) (592) (1,774)
( ) 461
( ) (2,2385)
8 104,666 63,511 672,329 13,322 145,320222,500 37,5841, 259,232
4 1 62 12 45 1,032 0 1,158
Y'As 19 R b
012 12 31 56
24 8
4 —_—
5
27 Ll BOR
14 23 6
17 !
37 8
UBS
2011 12 31
1,968 729 1,460 (15) 2,328 (118) 474 6,826
5,666 4,571 6,521 1,817 1,858 1,702 (1,090)21,046
2,3,4 7,634 5,300 7,981 1,803 4,186 1,584 (616) 27,872
( ) 11 (6) (13) 0 (101) (1) 25 (84)
7,645 5,295 7,968 1,803 4,085 1,583 (591) 27,788
3,300 3,830 5,716 954 1,702 64 68 15, 634
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1,192 783 2,490 375 834 137 148 5,959
( ) 318 (9) 108 (1) (470) (1) 56 0
165 99 251 38 136 70 3 761
5 37 48 34 8 0 0 0 127
6 5,012 4,750 8,599 1,373 2,201 271 276 22,482
2,633 544 (631) 430 1,884 1,313 (866) 5,307
( ) 901
) 4,406
100,35253, 870896, 160 15,239 147,117148, 12956, 0961, 416, 962
5 25 109 18 22 1,013 1 1,192
' JAas 19 R b
2011 12 31 28
4
— 27 5
17 6
37 7
UBS
2010 12 31
1,737 695 1,554 (17) 2,422 (858) 681 6,215
5,608 4,870 10, 393 2,075 1,524 700 675 25,845
2,3,14 7,345 5,565 11,947 2,058 3,946 (158) 1,356 32,060
( ) 11 (1) 155 0 (76) 0 (155) (66)
7,356 5,564 12,102 2,058 3,870 (158) 1,201 31,9094
3,228 4,216 6,605 1,097 1,687 78 119 17,031
1,264 1,223 2,486 400 836 167 209 6, 585
( ) 449 (6) (27) (5) (5009) 8 91 0
163 198 273 43 146 89 5 918
5 19 55 34 8 0 0 0 117
6 5,123 5,685 9,371 1,543 2,160 342 424 24, 650
2,233 (121) 2,731 515 1,710 (500) 777 7,345
0 0 0 0 0 2 0 2
2,233 (121) 2,731 515 1,710 (498) 777 7,346
4009
( ) ( )
0
( )
) 7,756
93,847 49,777 797,497 15,787 151,563134,57471, 7681, 314,813
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48 27 12 467 5 593
Y'As 19 R b
010 12 44
(16) — 40 3
4
— 27 °
17
37
b
|
2012 12 31
9,668 38 6,171 46
9,214 36 5,752 43
3,094 12 367 3
1,639 6 1,494 11
118 0 647 5
1,456 6 840
66 0 7 0
11,041 43 5,292 40
25,443 100 13,324 100
2011 12 31
9,491 34 9,038 56
9,324 34 8,617 53
3,680 13 407 3
3,115 11 1,687 10
1,385 5 653 4
1,638 6 1,026 6
92 0 8 0
11, 494 41 5,045 31
27,788 100 16,177 100
2010 12 31
11,205 35 9,082 56
10, 752 34 8, 673 54
3,796 12 394 2

154/465



EDINETOOOO
00000000000 0O(E05852)

Ooooood
4,323 14 1,682 10
2,791 9 594 4
1,514 5 1,078 7
17 0 10 0
12,670 40 4,922 31
31,994 100 16,080 100
2012 2011 2010 2011
12 31 12 31 12 31 12 31
5,994 6,826 6,215 (12)
3,480 4,343 7,471 (20)
9,474 11,169 13, 686 (15)
2,728 2,846 2,384 (4)
1,265 1,179 1,266 7
4,872 4,010 6,847 21
16 44 11 (64)
1,263 149 2,521 748
3,593 3,817 4,315 (6)
12 8 22 50
2,467 2,661 2,670 (7)
(1,870) 465 497
(2,202) 1,537 (548)
9,474 11,1609 13,686 (15)
9,323 9,925 10,603 (6)
1,413 1,716 1,436 (18)
4,482 5,466 6,015 (18)
369 248 262 49
381 615 557 (38)
15, 968 17,9609 18,872 (11)
1,413 2,040 1,984 (31)
1,206 1,352 1,282 (11)
2,391 2,851 3,794 (16)
1,762 1,993 2,392 (12)
3,202 2,907 3,206 10
9,974 11,143 12,657 (10)
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5,994 6,826 6,215 (12)
1 27 2
2012 16 2011 20 2010 37 3
2012 2011 2010 2011
12 31 12 31 12 31 12 31
69 61 27 13
1,082 173 2,556 497
2,629 2,316 2,709 14
(250)1,793 2,179
3,480 4,343 7,471 (20)
( ) 420 419 465 0
( $r2 (6,492), 437 (1,001)
1 27 2
2012 SNB 526
2011 133
-SNB
Ri sk management and
control
2011 1,849
2012 2011 2010 2011
12 31 12 31 12 31 12 31
807 626 1,157 29
732 554 755 32
1,539 1,180 1,912 30
M& A 679 992 857 (32)
3,836 4,169 4,930 (8)
3,626 3,577 3,898 1
5,892 5,551 5,959 6
451 368 361 23
16,023 15,837 17,918 1
414 438 448 (5)
833 827 850 1
17,270 17,102 19,216 1
871 933 1,093 (7)
994 933 964 7
1,865 1,866 2,057 0
15, 405 15,236 17,160 1
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2,965 3,236 3,837 (8)
2012 2011 2010 2011
12 31 12 31 12 31 12 31
« (7) (18) (7) (61)
( 0 20 256 (100)
88 42 81 110
81 44 331 8 4
( ) 414 926 204 (55)
(85) (39) (72) 118
329 887 132 (63)
2 35 38 53 (8)
( 3 4 9 8 (56)
234 490 690 (52)
682 1,467 1,214 (54)
1
3
2012
219 88
2011
81 722
433 289
2012 11
2011 344 2010 324
2012 112 2011 78 201
158
2010
180
2012 2011 2010 2011
12 31 12 31 12 31 12 31
6,814 6, 859 7,033 (1)
1.2 3,000 3,516 4,171 (15)
134 173 135 (23)
1,2 367 191 141 92
3 109 121 107 (10)
(174) (215) (167) (19)
2, 4 303 239 80 27
2 128 46 121 178
214 217 232 (1)
768 743 826 3
5 18 831 834 (98)
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1.6 2,873 2,518 2,667 14
682 758 1,127 (10)
7 14,737 15,634 17,031 (6)
! 31 o012
2011 12 31 125 2010 12 31
89 3 UBS
4 5
30 6
7 2012 12 31 358
2011 12 31 261 2010
12 31 37
2012 I AS 19 R
b
2012 UBS
730
2012 UBS
116
2012 2011 2010 2011
12 31 12 31 12 31 12 31
1,074 1,059 1,252 1
T 473 429 555 10
632 616 664 3
636 621 6609 2
528 393 339 34
450 470 466 (4)
908 822 754 10
T 1,357 1,151 1,078 18
1.2 2,549 276 631 824
3 47 122 175 (61)
8,653 5,959 6,585 45
1
2012 12 31 2011 12 31 2010 12 31 12 33
2012 Ll BOR
23a 2012
45
2 23 3
2012 12 31 2011 12 31 2010 12 31 93
79 37
EPS
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2012 2011 2010 2011
12 31 12 31 12 31 12 31
UBS (2,511) 4,138 7,452
UBS (2,511) 4,138 7,452
UBS (1) (3) (2) (67)
EPS UBS (2,512) 4,135 7,450
EPS 3,754,112, 40,3774, 03634889, 732, 938( 1)
126,261 61,259,3788,599, 111 (100)
EPS 3,754,238, 6%,4835, 295388538, 332, 049( 2)
(0.67) 1.10 1.97
(0.67) 1.08 1.94
3,835,250, 28,3832, 12138830, 840, 51 30
87,879,601 84,955,5538, 892, 031 3
3,747,370, 682747, 16633481, 948, 4820
418,526 509,243 580,261 (18)
EPS 3,747,789, 15,8747, 67535042, 528, 7430
2012 12 312011 12 312010 12 31
233,256,20B19, 744, 20B89, 567, 472
15,386, 60524, 407, 44351, 752, 713
SNB 1 100,000, 00D0O0O, 000, 00D0O0, 000, 000
348,642,81844, 151, 64%41, 320, 185
! SNB SNB SNB
UBS UBS SNB
SNB SNB

2012 12 31 2011 12 31

21,252
638 317

23,235
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(22) (17)
21,230 23,218
132,033 125,775
22,421 21,247
77,579 68, 083
1,2 40, 407 40, 804
3 8,166 11,520
280,606 267,429
(706) (825)
279,901 266,604
4 301,130 289,822
2
3
a)10) 29b
a)10) 29b 4
29c
10
2012 12 2012 12 2012 12 2011 12 2011 12 2011 12
31 31 31 31 31 31
15,977 56,775 12,393 17,236 133,010 22,341
21,396 74,165 18,021 41,527 80, 491 18,980
37,372 130,941 30,413 58,763 213,501 41,322
2012 12 2012 12 2012 12 2011 12 2011 12 2011 12
31 31 31 31 31 31
8,572 13,727 46,101 7,601 16,986 38,8090
630 23,912 25,047 536 85, 443 28,224
9,203 37,6309 71,148 8,136 102, 4209 67,114
11
2012 2011
12 31 12 31
1
714 131 845 93 938 1,287
(312) (2) (313) 0 (313) (501)
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63 63 0 63 51

( ) 149 134 (16) 118 84

13 13 (13) 0 0

(8) (8) 0 (8) (1)

(3) (3) 0 (3) 18

616 730 64 794 938

23
Financial and operating performance

2012 2011

12 31 12 31

22 22 22 17

591 706 706 825

2 2 3

1 64 6 4 93
616 730 6 4 794 938

12

2012 12 31 2011 12 31

37,594 62, 118

492 418

16, 377 22,958

3,123 3,709

2,249 3,540

2,174 14,258

1,930 3,547

8,547 10,611

34,911 38,420
81,052 111, 49

47,438 35,2b6

15,277 16,376
143,767 162,821

17,093 18, 704
160, 861 181,525

16,115 18,913

280 261

7,387 5,634

979 1,946
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568 756

2,059 3,894

1,610 2,492

1,475 1,913

2,943 4,716

20,533 25,542

13,621 13,937

34,154 39,480

Lo12
2011 12 31 2,104 2011 12 31 2,104
2011
2012 12 3% 31

22,180 6,445 113 28,737 45,297

954 21,436 1,610 24,000 32,765

0 4,125 2,004 6,129 4,088

2,970 10,585 75 13,629 11, 9%3

3,637 3,427 1,493 8,556 17,035

3,637 2,320 803 6,760 13,868
29,740 46,017 5,295 81,052 111, P49

46,994 296 148 47,438 35 236

14,557 442 278 15,277 16,376

91,290 46,755 5,721 143,767 162,821

17,093 18,704

160,861 181,525

14,093 648 0 14,741 17,026

789 4,459 137 5,386 7,122

140 243 0 383 1,083

14 4 4 22 312

14 4 3 22 287

15,036 5,356 141 20,533 25,542

13,518 93 11 13,621 13,937

28,554 5,449 151 34,154 39, 480

! 27 2012
2011 12 31
2,104 2011 12 31 2,104
13
2012 12 31 2011 12 31
1,611 2,358
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1,187 960
5,466 6,071
2,500 3,514
2,966 2,557
608 730
234 218
9,106 10, 336
2012 12 31 2011 12 31 6, 694
6, 9109
2012 12 31 2011 12 31
4,237 4 423
2012 12 31 2011 12 31
2,102 2,595
1 1,025 1,404
1 2 37
2012 2011 2012 2011
12 31 12 31 12 31 12 31
22 (15) (10) (49)
(18) 35 2 37
14
2012 2011
12 31 12 31
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58,973 47,144
156 357
31,740 25,677
6,669 1,991
5,042 3,477
4,221 8, 854
3,593 2,170
4,200 4,271
2,486 1,060
65, 6509 52,475
725 6909
66, 383 53,174
447 477
( (26) (55)
421 422
270 250
2011
2012 12 31 31
46,351 646 33 47,031 34,8909
2,055 8,830 55 10,940 8,590
35 114 225 375 445
0 7,313 0 7,313 8,541
0 7,313 0 7,313 8,541
48,442 16,903 314 65,659 52,475
102 35 410 547 481
0 0 177 177 218
102 35 588 725 6909
48,543 16,939 901 66,383 53,174
27
15
2012 2011
12 31 31
795 790
4 1
(3) (4)
88 42
25 (27)
(37) (28)
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(12) 21
858 795
34
2012 2011
12 31 12 31
6,265 5,806
4,141 3,789
1,361 1, 356
223 181
16
T
2012 2011
12 31 12 31
8,679 2,674 4,049 736 545 16,683 16, 364
75 56 194 51 735 1,111 1,129
0 0 0 0 0 0 2
1 (215) (203) (413) (28) 0 (859) (791)
(229) 192 27 42 (452) (42%) (40)
(1) (42) (24) (10) (10) (88) 19
8,307 2,677 3,833 792 819 16,428 16, 683
4,934 1,930 3,596 546 0 11,005 10,991
2 202 208 216 63 0 689 761
1 (215) (195) (412) (27) 0 (850) (752)
(260) 5 0 0 0 (255) (12)
0 (35) (22) (8) 0 (65) 16
4,660 1,912 3,378 574 0 10,524 11,005
3,4 3,647 765 456 218 819 5,905 5,678
012 2011 12 31 22
27 2011 12 31 29 T
2011 12 31
s 12,865 2011 13,075
012 12 31 5
75
89
2012 2011
12 31 12 31
10 94
6 0
0 (87)

165/465



EDINETOOOO
00000000000 0O(E05852)

oooooog
9 4
75 (1)
0 (1)
99 10
17
UBS UBS
2012 12 31 13
32
14 UBS
2012 12 31
2012 30
2012 10 29
2012 3,030
15 19
2012
2012
equity attribution
Capital Management
BOD
R WA
BOD
UBS
10
0.5
Il FRS

UBS
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2012 2011 2012 2011
12 31 12 31 12 31 12 31
10.0 10.7 1.7 1.7
10.0 10.0 2.4 2.4
1310 12.0 2.4 2.4
10.0 10.0 2.4 2.4
2012 30 13 2012 12 31
2012 2011
12 31 12 31
9,074 713 854 1,567 10,641 10, 634
3 8 8 11 40
(1) (1) (1) (2)
(3,030) (79) (79) (3,110) 0
(98) (17) (9) (26) (124) (32)
5,949 696 773 1,469 7,417 10,641
399 547 946 946 812
36 5 4 89 89 90
3,030 17 17 3,047 37
0 0 0
(3,030) (79) (79) (3,110) 0
(10) (7) (17) (17) 8
0 424 532 956 956 946
5,949 272 241 513 6,461 9,695
2012 12 31
UBS
1,319 3,293 3,019 1,442 9,074
3 3
0
(3,030) (3,030)
(15) (80) 11 (13) (98)
1,304 3,213 0 1,432 5,949
62 382 136 41 621
8 8
(1) (1)
(4) (51) (25) (8) (2) (89)
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(2) (15) (17)
(8) (1) 1 (9)
55 323 94 34 6 513
2013 75
2014 75
2015 74
2016 65
2017 57
2018 146
20
513
18
2012 12 31 2011 12 31
8,072 6,103
589 482
137 183
214 176
2,043 2,222
11, 055 9,165
19
2012 12 31 2011 12 31
23,024 30,201
134, 255 114,079
237,637 228, 330
371,892 342, 4009
394,916 372,610
20 1
2012 12 31 2011 12 31
4, 967 4,114
39,924 37,8009
11,186 9, 345
18, 606 19, 853
4, 672 4, 767
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3,536 5,556
8,154 6,615
1,672 477
3 161 445
92,878 88,982
292 (1,934)
bo12
2011 12 31
2 3
a
2012 12 31
2011 12 31 61
2012 12 31 2011 12 31
92,878
88, 982
Treasury management
1
2012 2011
12 31 12 31
2013 2014 2015 2016 20172018-2022
UBS AG
6,299 3,017 2,620 1,201 2,933 2,182 3,052 21,30418, 935
19,281 7,725 7,739 3,939 5,504 4,922 8,878 57,53858, 862
25,57910,74210,359 5,140 7,987 7,104 11,93078,84177,797
259 317 156 240 191 651 1,330 3,145 3,035
2,851 541 1,677 3,176 815 1,322 510 10,891 8,150
3,110 859 1,834 3,416 1,006 1,973 1,840 14,036 11,185
28,68911,60112,193 8,557 8,992 9,076 13,76992,87888, 982
bLo12
2011
2011 12 31
21
2012 12 31 2011 12 31
11,153 31,383
7,792 22,133
13,548 17,861
32,493 71,377
31,197 37,515
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15,116 9,788
10, 646 7,035
7,585 7,141
1,341 1,951
6,278 5,810
72,163 69,240
1 104,656 140,617
HLo12 12 31 233 2011 12 31 955
a) 15) 25
2012 12 31 2011 12
2,608 2,051
2012 12 31 2011 12 31
7,035
2012 12 31 2011 12 31 3,656
2012 12 31
LI BOR
2012 12 31 2011 12 31
94,0009
133,581
1
2012 2011
12 31 12 31
2013 2014 2015 2016 20172018-2022
UBS AG
33,841 7,414 7,178 4,974 8,631 13,875 1,504 77,417 99,818
0O 6.3 0 5.6 0 3.9 0 6.4 0 5.9 0 6.6 0 2.8
4,832 1,614 18 0 0 0 2,733 9,198 13,739
3 398 1,059 1,379 673 5,432 1,010 9,955 6, 350
4.3 7.2 3.1 2.4 7.48.1 5.%4.1 7.4.1 7.66.4 8.8
0 0 0 0 0 692 0 692 685
38,676 9,427 8, 255 6, 353 9,305 19,998 5,248 97,261120, 593
5,225 172 3 557 105 28 11 6,100 18,551
0O 0.8 0 7.6 0 0 8.3 0 8.1 0 0 6.2
54 0 0 0 0 2 1,238 1,294 1,473
5,278 172 3 557 105 30 1,249 7,394 20,024
43,954 9,599 8,258 6,910 9,409 20,029 6,497 104,656040, 617
bo12
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2011
2011 12 31
22
2012 12 31 2011 12 31
35,620 36,746
15,346 16, 481
1,541 1,578
1,284 3,135
1,138 1,378
991 874
606 492
3 586 573
2,741 1,526
59,902 62,784
30 2’ As 19 R b
24 %1 BOR
14 23

171/465



EDINETOOOO
00000000000 0O(E05852)

172/465

0000000
23
2012 2011
12 31 12 31
1 2
58 482 467 93 220 227 79 1,626 1,704
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2,868 152 1, 899
44,698 22,502 39,936
1 b
2011 12 31 2012
UBS
a)l1l3)
a)l1l4)
UBS
15
UBS
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UBS UBS
2012 2011
2012 2011
C
2012 12 31
( )
2012 12 31
( )
2,103 2,103 (1,003) 526 (2,256)
3,342 3,271 0 61 651
205 205 0 0 (1,701)
5,650 ,579 (1,0083) 587 (3,306)
UBS
SNB UBS
2008 20009 UBS SNB
SNB UBS 10 UBS
SNB 90
10 SNB
UBS 10 12
UBS SNB
SNB
50 UBS
UBS
SNB SNB SNB
50 UBS
SNB SNB SNB
UBS 100
-SNB UBS
2008 UBS RMBS 15
RMBS RMBS
15 RMBS
37. UBS
112.5 UBS
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UBS
UBS
2012 12 31
2012 12 31
2012 12 31
d
2012 12 31 2011 12 31
400,150 551,590
398, 496 550, 023
1, 654 1, 567
1,2 284,599 365,087
224, 361 298, 645
34, 154 39, 480
26, 084 26, 962
! b
2
2012 12 31 294 2011 12 31 274
29
a
I AS 39
| AS 32
- 27
2012 12 31 2011 12 31
1
143,767 162,821
44, 698 39, 936
2 405 1,149
418,029 486, 584
562, 201 650, 554
9,106 10, 336
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66, 383 40,638
21,230 23,218
37,372 58,763
130,941 213,501
30,413 41,322
279,901 266, 604
1,514 1,464
10,545 8,757
578,299 654,267
66, 383 53, 174
1,215,989 1,368, 33
34,154 39,480
2 172 194
395,070 473,400
429,396 513,074
92,878 88,982
15,346 16, 481
108,223 105, 462
23,024 30,201
9,203 8,136
37,6309 102,429
71,148 67,114
371,892 342,400
4,548 6, 646
104,889 141,572
40,473 40,512
662,816 739,010
1,200, 435 1,357,555
2012 12 31 113
29 12
2011 12 31 118
20
12 2
b
2008 20009 26
UBS
12
2012 12 31 2011 12 31

203/465



EDINETOOOO
00000000000 0O(E05852)

ooooood

3.2 5.3
3.1 4.9

(0.1) (0. 4)

2012 12 31
( %)
2.0 1.7 1.9 94
0.6 0.6 0.5 91
0.3 0.3 0.3 85
0.1 0.1 0.1 73
0.5 0.5 0.4 83
3.6 3.1 3.2 90
2012 21
19
2012 12 31
49
2012 12 31
2011

2012 12 31 2011 12 31
116 381
(73) 36
7 306
49 723

2012 12 31

204/465



EDINETOOOO

00000000000 0O(E05852)

Jooooog
64.1
2 21. 2 2.7 0.4 0.4
279.913.1 65.9 155.8 18.3 0. 2.5
37.4 37.2
130.9 130.9
30. 4 17. 4
12.3 7.9
576.2 13.2 244.6 155.8 18.7 17.4 0. 2.9
418.0 376.7
67. 4
8.5 6.5 0.2 1.0
65. 3
559.2 0.0 6.5 0.0 0.2 376.7 1.0 0.0
1,135.513.2 251.1 155.8 18.9 394.1 1.9 2.9
20.0 1.5 2.0 0.3 2.0 1.4 2.5
59.8 0.2 2.1 1.7 9.2 16.9 1.5
18. 8 18.8
98.6 1.7 22.9 1.9 11.2 0.0 18.3 4.0
1,234.14.8 274.0 157.7 30.1 394.1 20.2 6.9
2
3
36
4
5
6
VaR !
8
2011 12 31
1
38.6
2 23.2 0.0 2.7 0.5 0.6
C 4 266.6 11.4 53.9 148.2 18.9 0.6 2.6
58. 8 58. 8
213.5 213.5
41.3 28.0
10. 2 6.2
652.211.5 335.1 148.2 19.3 28.0 0.6 3.2
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7 486. 6 428.9
8.9 99. 2
10 9.6 6.7 0.2 1.4
11 52.3
647.7 0.0 6.7 0.0 0.2 428.9 1.4 0.0

18.8 1.5 1.9 0.2 1.5 1.8 1.9
58.2 0.3 0. 4 1.1 8.8 18.1 3.0
27.6 27.6

104.6 1.8 29.9 1.3 10. 3 19. 8 5.0

1,404.83.2 371.7 149.5 29.9 456.9 21.38 8. 2

47
4 2008
2011 12
31
012
2011 12 31 24 6
7
8
VaR o
10 11
2012 12 31
1 0-1 2-3 4-5 6-8 9-13
46.2 17.9 0.0 64. 1
0.9 14.0 4.5 1.6 0.1 0.0 21. 2
4.6 84.2 121.3 57.2 11.5 1.1 279.9
2.3 123.3 25.8 14.9 2.0 0.0 168. 3
13.4348.9 44.4 9.9 1.4 0.2 418.0
6.3 17.1 4.0 2.9 0.1 0.0 30. 4
2 34,2 17.2 7.8 3.4 4.8 0.2 67. 4
57.7 7.6 0.0 0.0 0.0 65. 3
0.3 3.2 7.9 8.8 0.4 0.2 20. 8
2.3 9.7 3.7 3.3 0.9 0.0 20.0
0.2 34.6 11.6 6.7 6.7 0.1 59. 8
0.0 17. 4 0.6 0.5 18. 6
0.2 0.2
168.2695.4 231.5 109.228.0 1.8 1,234.1
2011 12 31
1 0-1 2-3 4-5 6-8 9-13

206/465



EDINETOOOO
00000000000 0O(E05852)

ooooodn

27.3 11. 2 0.0 0.0 38.6
0.4 16.0 3.5 3.0 0.2 0.0 23. 2
6.9 78.6 110.6 57.4 11.9 1.1 266. 6
1.3 215.9 29. 2 22.7 3.1 0.0 272. 3
11.9400.6 53.4 17.4 2.5 0.7 486. 6
7.0 25.8 3.8 4.6 0.1 0.0 41. 3
45.6 36.5 8.0 3.8 5.2 0.1 99. 2
43.3 9.0 0.0 0.0 0.0 52.3
0.1 5.8 3.0 7.9 2.7 0.3 19.9
2.0 9.9 3.2 2.7 1.1 18. 8
0.3 31.7 13.2 5.8 7.1 0.1 58. 2
0.1 26.1 0.6 0. 4 27.1

0.5 0.5
146.2867.6 228.5 125.734.0 2.4 1,404.5
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30
2012 UBS AS 19 I AS 19 R I AS 19
I AS I AS
19 R b
2012 12 31 2011 12 31 2010 12 31
(222) 577 588
1 (116) 519 542
(198) 453 457
82 66 85
2 (102) (2) 20
s (3) 60 25
4 240 254 246
5 18 831 834
30a 2 300 3
30c °
( )
2012 2011 2010
12 31 12 31 12 31
1,053 (2,120) 160
1,095 (1,811) 117
(42) (309) 42
2 (26) (19) (36)
(5) 0 0
( ) 1,023(2,141) 124
( ) (413) 321 (3)
( ) 3 609 (1,820) 120
( ) (5,54206,56504, 424)
( ) 1,149 828
736
( ) 4 (4,80605, 41503, 596)
30a 2 30b 8
UBS
2012 12 31 2011 12 31 2010 12 31
1,108 2,897 831
118 1,941 184
990 956 647
2 136 219 209
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39 18 17
3 1,284 3,135 1,056
! 30a 2 30b 8 22
a
UBS
UBS
UBS
UBS
13. 5
UBS 6.5 27 .5
3.6 UBS
2012
6 2 2013 6 4 58
Il AS 19 R
10
50
2012 12 31
123. 4 2011 12 31 117. 3
I AS 19 R
2012 UBS
2011 BVvVG 2010
2012
730 2013
480
a)24)
UBS

UBS
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2013
136
a) 24)
career average revalued earnings
60
UBS
UBS
UBS
65
UBS
UBS 80
65 UBS
2009
UBS
( )
2012 2011 2010 2012 2011 2010
12 31 12 31 12 31 12 31 12 31 12 31
22,55520,87320, 684 4,414 4,053 4,353
531 435 407 33 33 41
462 557 643 211 210 237
205 211 197 0 0 0
29 1,452 149 258 260 141
( ) 0 838 (423) (27) 87 28
()
2?d 614 825 269 219 95
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) 9 0 (253) 17 (47) 18
(730) 0 0 0 0 0
(54) 0 0 0 0 0
(1,139)(985)(1,252)(164) (145) (148)
43 11 45 0 0 0
0 0 0 20 3 (573)
21,90122, 55520, 873 4,773 4,414 4,053
10, 60212, 26911, 418 713 644 792
0 0 0 2,378 2,188 1, 986
11, 29910, 2869, 455 1,682 1,582 1,275
20, 61420, 69020, 286 3,458 3,406 3,517
( 1,124 (359) 266 216 (50) 184
460 562 650 167 180 198
486 495 510 8 4 71 86
43 11 45 0 0 0
205 211 197 0 0 0
(1,139)(985)(1,252)(164) (145) (148)
(11) (11) (12) (5) (3) (5)
0 0 0 26 (1) (427)
21,78320,61420, 690 3,783 3,458 3,406
( ) (118)(1,941)(184) (990) (956) (647)
(1,941)(184) (398) (956) (647) (836)
198 (453) (457) (82) (66) (85)
1,095 (1,811) 117 (42) (309) 42
486 495 510 84 71 86
43 11 45 0 0 0
0 0 0 5 (5) 146
(118)(1,941)(184) (990) (956) (647)
21,90122, 55520, 873 4,472 4,174 3,813
0 0 0 301 240 240
21,78320, 61420, 690 3,783 3,458 3, 406
) (118)(1,941)(184) (990) (956) (647)
o112 UBS
841

2012 2011 2010 2012 2011 2010
12 31 12 31 12 31 12 31 12 31 12 31

531 435 407 33 33 41
462 557 643 211 210 237
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(460) (562) (650) (167) (180) (198)

11 11 12 5 3 5
(730) 0 0 0 0 0
(54) 0 0 0 0 0
43 11 45 0 0 0
(198) 453 457 82 66 85

2012 2011 2010 2012 2011 2010
12 31 12 31 12 31 12 31 12 31 12 31

(29) (1,452)(149) (258) (260) (141)
) 1,124 (359) 266 216 (50) 184

1,095 (1,811) 117 (42) (309) 42

1

2012 2011 2010 2012 2011 2010
12 31 12 31 12 31 12 31 12 31 12 31

15.7 15. 8 15.1 18. 2 19.1 18.1

12

11
11 16
16

, 036 , 014 , 017 150 153 153
, 051 , 036 , 052 310 310 320
146 538 532 580

, 527
, 783
28,82829,59730,563 9,264 9,625 8,748

, 8109 ,430 1,157 1,110 1,290

a o w N P

1
2
022 3,136
5
6

a o w N P

, 117 ,679 1,471 1,410 1,627

1

2012 2011 2010 2012 2011 2010
12 31 12 31 12 31 12 3112 31 12 31

( %)

1.9 2.3 2.8 4. 3 4.8 5.4
2.5 2.5 2.5 4.1 4.1 4.9
0.0 0.0 0.3 2.1 2.1 2.3
2.1 2.5 3.0
1
65
65 45

2012 2011 2010 2012 2011 2010
12 31 12 31 12 31 12 31 12 31 12 31
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BVG 2010 G 21.2 21.1 17.9 23.0 22.8 17.9
SINA_L cMl 20%0 @, 24.5 24.3 23.0 27.5 27.3 25.09

K. 2005 G 19.6 19.4 19.3 22,3 22.1 22.0
| RC 1.430(h)(3) PPA
19.2 19.1 19.0 19.2 19.1 19.0
65
65 45
2012 2011 2010 2012 2011 2010
12 31 12 31 12 31 12 31 12 31 12 31
BVG 2010 G 23.7 23.6 21.0 25.4 25.3 21.0
SINA_ L cMI 20%0 G, 25.6 25.5 24.7 27.9 27.8 26.6
K. 2005 G 23.7 23.5 23.4 26.2 26.1 26.0
I RC 1.430(h)(3) PPA
21.0 21.0 20.9 21.0 21.0 20.9
o10 BVG 2005 %010 PA 2000 G
1
( ) ( )
2012 12 31 2012 12 31
50 (1, 438) (410)
50 1,639 470
50 163 2
50 (155) (2)
50 1,118 355
50 0? (281)
50 304
50 (286)
613 125
1
2
2012 12 31
2012 12 31 2011 12 31 2010 12 31
( %) ( %) ( %)
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602 0 602 3 436 0 2 122 0 1
0 2,3772,377 11 0 2,312 11 0 2,249 11
597 0 597 3 477 0 2 432 0 2
5,210 824 6,034 28 4,423 804 26 4,772 768 27
1
AAA BBB- 3,492 0 3,492 16 2,543 0 12 1,019 0 5
BBB- 0 0 0 0 0 0 0 0 0 0
AAA BBB- 7,060 0 7,060 32 8,385 0 41 10,197 0 49
BBB- 615 0 615 3 0 0 0 0 0 0
0 138 138 1 133 158 1 141 134 1
593 259 853 4 649 274 4 521 313 4
0 16 16 0 0 20 0 0 20 0
18,1693,61421,783 100 17,0473,567 100 17,205 3,485 100
2012 12 31 2011 12 31 2010 12 31
21,783 20,614 20,690
UBS UBS 611 516 258
UBS 32 23 25
UBS 158 157 188
UBS 83 20 298
AAA BBB- BBB-
2012 12 31 2011 12 31 2010 12 31
( %) (%) (%)
95 0 95 3 83 0 2 27 0 1
1
AAA BBB- 121 0 121 3 118 0 3 129 0 4
BBB- 121 0 121 3 118 3 72 0 2
AAA BBB- 19 0 19 1 17 0 1 7 0 0
BBB- 23 0 23 1 21 0 1 14 0 0
0 0 0 0 0 0 0 0 3 0
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624 4 628 16 543 3 16 708 3 21
874 0 874 23 771 0 22 814 0 24
1
AAA BBB - 1,082 0 1,082 29 1,152 0 33 964 0 28
BBB- 219 0 219 6 62 0 2 58 0 2
AAA BBB- 125 0 125 3 201 0 6 140 0 4
BBB- 132 0 132 4 59 0 2 99 0 3
0 95 95 3 0 93 3 0 92 3
0 0 0 0 0 0 0 0 0 0
61 163 223 6 31 163 6 34 215 7
0 15 15 0 0 14 0 0 14 0
8 4 11 0 10 0 0 14 0 0
3,503 280 3,783 100 3,185 273 100 3,079 327 100
3,783 3,458 3,046
AAA BBB - BBB -
UBS
UBS
2012 UBS
116
2013
(
)
2012 12 31 2011 12 312010 12 31
219 209 186
6 9 9
9 11 11
3 2 2
26 19 36
( ) 0 0 8
( 10 19 21
( ) 16 0 6
(9) (9) 0
(108) (13) 0
! (9) (9) (10)
(1) 1 (25)
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136 219 209
27 122 112
0 0 0
109 97 97
0 0 0
(136) (219) (209)
6 9 9
9 11 11
(9) (9) 0
(108) (13) 0
(102) (2) 20
( )
(26) (19) (36)
( ) (26) (19) (36)
30a

(%)

2012 12 32011

12 32010 12 31

4.1 5.0 5.5
7.6 7.9 8.1
5.0 5.0 5.0
30a
( )

2012 12 31

50 (8)

50 9

100 12

100 (10)
9

1

c
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UBS
UBS
2012 12 31 2011 12 31 2010 12 31
240 254 246
d
UBS UBS UBS
UBS
UBS
2008 UBS UBS
25 10
20009 UBS UBS
2012 12 31 11
2011 12 31 16
UBS
2012 12 312011 12 312010 12 31
UBS
31 24 21
UBS
9 10 11
1 3 3
UBS UBS
2012 12 312011 12 312010 12 31
UBS 2,926 , 713 2,684
UBS 10 7 40
UBS 3,645 , 374 4,735
UBS 81 18 10
30a
UBS 2012 12 31 UBS 16,690, 174
240 2011 12 31 UBS 17,628, 845 196
12 31 UBS 17,665,621 272
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EOP 50
UBS
12 2013
2012
a)25)
2011 EOP
2012
2012 EOP
2013
UBS
GEB
2011 EOP
SEEOP
EOP 2012
2010 GEB
| PP UBS
| PP 2010
2012 GEB
TSR
PEP
2012
SPAP 2012

31
a
UBS
GEB
20
( EOP ) :
UBS UBS UBS
EOP 2010
2011 2012
EOP
UBS
UBS
UBS
UBS
SEEOP
UBS
UBS
SEEOP
| PP
| PP
UBS
2015
PEP 2010
PEP
EP
UBS
EP
TSR UBS
UBS
PEP
2012
UBS
2012 2013 2014
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2012 EOP
EOP
CVCP 20009
CVCP 20009 CVCP 2012
CBP 2010 2012
GEB CBP
2010
2011 2011 2012
2009 2010
GEB CBP 2011 CBP
GEB
2012
CBP
DCP 2011
DCP DCP
DCP 2011
LTDRSI S LTDRSI S
UBS
DCCP DCCP
DCCP
Tier 1 UBS AG
DCCP FI NMA
UBS AG
UBS
GEB 20
UBS
UBS
UBS
2010 2017
2010 2011 2015
2018 2018
UBS

UBS
219/465
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10 20
UBS
KESAP
KESOP 2009
SAR UBS SAR
UBS SAR UBS
UBS UBS
SAR
UBS UBS
20009 SAR
UBS
UBS
2010
UBS
UBS
10
UBS
UBS UBS
2012 12 31 UBS 74 2011 31 77
2006 150 145 011 12 31 149
SAR
b
2012 12 31 2013
2013
2012
2013
2012
2012
2012
1,411 (38)1,373 0 0 0
DCCP 145 0 361 0 361
CBP DCP 5 149 10 87 97
EOP/ SEEOP UBS 135 995 1,130 383 495 878
PEP 0 10 0 4 4
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| PP 0 62 62 0 82 82
UBS 135 1,0671,202 383 581 964
UBS KESAP/ KESOP 0 14 14 0 0 0
EOP - Al V 28 84 112 20 46 66
1,724 1,2763,000 774 714 1,488
424 (57) 36%7 4 9% 71 565
1,957 0 1,957 0 0 0
54 579 634 587 2,1152,702
54 129 183 54 620 674
UBS 21 78 99 66 216 282
2 2,087 786 2,873 706 2,9513, 657
4,235 2,0056,240 1,974 3,7365,710
Y2012 12 31 1,584 UBS
UBS 14 Al V112 89
108 2
3
109 94 174
303
128 21 4 bcce
137
2012
2011
2011
2011
1,554 (88)1, 466 0 0 0
CBP DCP 34 309 343 3 179 182
EOP/ SEEOP UBS 231 1,1531, 384 740 720 1,460
PEP 3 5 8 10 4 14
| PP 0 97 97 0 134 134
UBS 234 1,2561,490 750 858 1,608
UBS KESAP/ KESOP 0 100 100 0 15 15
EOP - Al V 25 93 118 69 48 117
1,847 1,6693,516 822 1,1001, 922
295 (104) 1% 132 111 243
1,695 0 1,695 0 0 0
37 499 536 561 2,1312,692
90 89 179 377 422 799
UBS 20 88 108 86 261 347
2 1,842 676 2,518 1,024 22,8143, 838
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3,984 2,2426,226 1,978 4,0256, 003
Y2011 12 31 1,789 UBS 1,
UBS 100 Al V118 39
42 2012
2011 12 31 125
2
3 121 215
239 46
2012 UBS
2012
6 3 13
UBS
2012
20
2011
2010
2010
2010
2,168 5 2,173 (10) 0 (10)
CBP DCP 64 250 314 236 311 547
EOP/ SEEOP UBS 434 852 1,286 1,249 515 1,764
PEP 6 5 11 16 2 18
I PP 0 131 131 6 221 227
UBS 440 988 1,428 1,271 738 2,009
UBS KESAP/ KESOP 0 145 145 0 114 114
EOP -AlV 28 83 111 67 57 124
2,700 1,4714,171 1,564 1,2202,784
310 (169) 14%1 347 0 347
1,813 0 1,813 0 0 0
29 570 5909 388 2,1862, 574
127 35 162 221 302 523
UBS 11 82 93 89 266 355
1,980 687 2,667 698 2,7543, 452
4,990 1,9896,979 2,609 33,9746, 583
Y2010 12 31 1,843 UBS 1,
UBS 145 Al V111 90
69 2012
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2010 12 31 89
2
3 107 167 80
121
EOP Al V
2012 2011 2010 12 31
1, 789 1, 843
2012 12 31
1, 108 2. 4
UBS UBS Al V
2012
2012 2013
2012 2011 2010 12 31
EOP Al V 141 93
79 2012 12 31
249
c
UBS
UBS
UBS
( ( (
2012 ) 2011 ) 2010 )
214,698,539 17 171,085,140 18 86,888,626 31
120,208,862 12 111,254,968 18 125,133,310 15
(72,997,669) 17 (54, 443,660) 21 (29,669,688) 42
(12,850,208) 17 (13,197,909) 18 (11,267,108) 21
249,059,529 15 214,698,539 17 171,085,140 18
61, 555, 483 59, 154, 235 47, 366, 286
2012 2011 2010 12 31
1,216 980 421
| PP
2012
I PP
2012 2012
1
( ) uBs 2
16,137, 466 22 16,137, 466
0 0 0
(7,182) 22 (7,182)
(1,898, 453) 22 (1,898, 453)
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UBS
/ N/ A N/ A N/ A
14,231,831 22 14,231,831
8,965, 917 8,965, 917
2011
18,157,242 22 18,157,242
31,848 21 31,848
0 0 0
(2,051,624) 22 (2,051, 624)
UBS
/ N/ A N/ A 0
16,137,466 22 16,137,466
6,727,398 6,727,398
2010
0 0 0
19,629,916 22 19,629,916
0 0 0
(1,472,674) 22 (1,472,674)
UBS
/ N/ A N/ A N/ A
18,157,242 22 18,157,242
4,073,546 4,073,546
2
PEP
2012
PEP
2012 2012
1
uss 2
1,210,598 18 1,210,598
845,580 13 845,580
0 0 0
(230,979) 13 (230,979)
UBS
/ N/ A N/ A (878,516)
1,825,199 16 946, 683
1,160,836 587,828
2011
518,837 16 518,837
754,530 19 754,530
0 0 0
(62,769) 19 (62,769)
UBS
/ N/ A N/ A (732,364)
1,210,598 18 478,234
594,235 244,332
2010
0 0 0
545,642 16 545,642
0 0 0
(26,805) 16 (26,805)
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UBS
/ N/ A N/ A (251, 636)
518, 837 16 267,201
221,638 114,143
2
UBS
UBS
2012 1 2011 1 2010 1
( ) ( ) ( )
179,992,361 43 205,545,575 42 228,623,886 43
0 0 0 0 0 0
(992,180) 11 (1,306, 764) 12 (40,894) 14
(1,283,626) 44 (810,094) 24 (5,814,986) 33
(19,625,991) 40 (23,436,356) 42 (17,222,431) 54
158,090, 564 43 179,992,361 43 205,545,575 42
158,090,564 43 178,008,644 43 155,302, 104 48
1
2012 2011 2010
12 31 12 31 12 31
13 17 16
( ) 3.6 7.5 0.1
N/ A N/ A N/ A
2012 12 31
10.21 15.00 14,801, 336L1.38 43.8 6.1 14,801,336L1.38 43.8 6.1
15.01 25.00 10,306, 68418.75 0.0 6.3 10,306,68418.75 0.0 6.3
25.01 35.00 34,383,94130.97 0.0 4.4 34,383,94130.97 0.0 4.4
35.01 45.00 8,768,14041.98 0.0 2.0 8,768,14041.98 0.0 2.0
45.01 55.00 16,679,07749.36 0.0 2.5 16,679,07749.36 0.0 2.5
55.01 65.00 4,589,85260. 10 0.0 4.0 4,589,85260.10 0.0 4.0
65.01 75.00 48,336,9657.59 0.0 3.7 48,336,9657.59 0.0 3.7
10.21 75.00 137,865,995 43. 8 137,865,995 43. 8
17.88 25.00 5,312,27019.51 0.0 0.2 5,312,27019.51 0.0 0.2
25.01 35.00 6,809,59231.609 0.0 1.4 6,809,59231.609 0.0 1.4
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35.01 40.00 5,772,63937.27 0.0 2.2 5,772,63937.27 0.0 2.2
40.01 45.96 2,330,06841.12 0.0 2.5 2,330,06841.12 0.0 2.5
17.88 45.96 20,224,569 0.0 20,224,569 0.0
UBS SAR
SAR
UBS SAR
2012 SAR ( ) 2011 S AR( ) 2010 SAR )
55,021, 238 12 58,015,041 12 60,907,175 12
0 0 0 0 0 0
(14,217,629) 11 (44, 333) 15 (160, 334) 12
(684,717) 11 (2,946, 350) 11 (2,721,700) 11
(7,000,557) 11 (3,120) 16 (10, 100) 11
33,118, 335 12 55,021, 238 12 58,015,041 12
33,118, 335 12 4,018, 634 10 4,005, 317 10
SAR

2012 12 32011 12 32010 12 31

SAR 13 18 16
SAR ( ) 24.6 0.1 0.6
SAR N/ A N/ A N/ A
2012 12 31 SAR
SAR SAR
SAR SAR
9.35 12.501,704, 3851. 34 92.7 6.2 31,704,3831. 34 92.7 6.2
12.51 15.00 32,000 14.51 0.0 6.5 32,000 14.51 0.0 6.5
15.01 17.50 110, 95016. 80 0.0 6. 4 110,950 16.80 0.0 6. 4
17.51 20.00 366,00019.25 0.0 6.7 366,000 19.25 0.0 6.7
20.01 40.00 905,00040.00 0.0 6.2 905,000 40.00 0.0 6.2
9.35 40.00B3,118, 335 92.7 33,118, 335 92.7
d
UBS
UBS UBS
2012
UBS 15. 4
2011 13.9 UBS
UBS SAR
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2010 SAR
UBS
UBS
20009 SAR
Il PP PEP
2012 2011 2010 UBS
2010 | PP 2012 2011 2010
PEP
2012 12 31 2011 12 31 2010 12 31
PEP PEP PEP
43.00 62.00 63.00
1 16.00 52.00 57.00
0.09 0.62 0.60
0.13 0.03 0.10
12.76 18.43 14.80
12012 PEP
Capital management
2010 12 31
| PP
38.07
N/ A
1.06
0.12
14.80
32
UBS UBS UBS
( BoD ) (
GEB )
a
BoD 2012
BoD GEB
2012 12 32011 12 32010 12 31
20 21 16
2 0 22 30
DCCP 21 0 0
1 1 1
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1 1 1
3 34 33 48
76 79 96
Lo12 Al exander Wil mot-Sitwel!l Car8ten Kengeter GEB®
2012 EOP
2011 2010 PEP SEEOP
BoD UBS BoD
2012 7.6 2011 7.0 2010 6.7
b
2012 12 31 2011 12 31 2010 12 31
BoD GEB
1 3,137,426 4,800,170 085,194
BoD GEB 2 4,557,522 3,562,771 4,850,196
1 31 2
2012 12 31 2011 12 31 2010 12 31 5,
12 12 31 2011 12 31 2010 12 31
31 2012 12 31 BoD GEB
C
BoD GEB
BoD
1
2012 2011
19 22
5 0
(5) (3)
19 1§
o112 311, 308 2011 45,435 ‘GEB
UB S
3.3 GEB 2012
d
2012 2011 2010
231 259 373
251 3 2
(32) (33) (118)
0 0 0
1 1 2
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450 231 259
276 28 39
1 1 1

2012 12 31 2011 12 31 2010 12 31

131 131 139
0 1 1
8 9 68
34
e
2012 2011 UBS UBS
2012 2011
H21 Macro Fund Ltd | mmo Heudorf AG
UBS H21 Macro Fund Ltd
2012 2011 2010
11 0 0
1 15 0
0 4 0
11 11 0
1
2012 2011 2010
UBS 0 0 0
UBS 0 3 1
f
UBS
UBS UBS
UBS
33
2012 12 31
34
2012 12 31
CCR Asset Management SA Pari s, France EUR 53 100.0
00O UBS Bank Moscow, Russi a RUB 3,450.0 100.0
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Swiss Finance Corporation (Ma®pbprtiushibki mMaeditius USsSD 0.0 100.0
Topcard Service AG Gl attbrugg, Switzerland CHF 0.2 100.0
UBS (Bahamas) Ltd Nassau, Bahamas UsSD 4.0 100.0
UBS (China} Limited Beijing, China CNY 2,000.0 100.0
UBS (France) SA Pari s, France EUR 125.7 100.0
UBS (Grand Cayman) Limited George Town, Cayman | sl ands uUusbD 0.0 100.0
UBS (ltalia) SpA Mi | an, ltaly EUR 60.0 100.0
UBS (Luxembourg) SA Luxembour g, Luxembourg CHF 150.0 100.0
UBS (Monaco) SA Monte Carl o, Monaco EUR 9.2 100.0
UBS Alternative and QuantitatWréemlingeshmedDesalwhCe, USA UsSD 100.0
UBS Americas I nc. Wi |l mi ngton, Del awar e, USA UsSD 0.0 100. 0
UBS Asesores Mexico, S.A. de ®e¥ico City, Mexico MX N 303.6 100.0
8.5
UBS Bank (Canada) Toronto, Canada CAD 100.0
UBS Bank (Netherlands) B. V. Amsterdam, Netherlands EUR 0.2 100.0
UBS Bank Mexico, S. A. Institucion de Banca Multiple,
UBS Grupo Financiero Mexico City, Mexi co MX N 706. 4 100.0
1,880.0
UBS Bank USA Sal t Lake City, Ut ah, USA UusD 2 100. 0
UBS Bank, SA Madrid, Spain EUR 82.2 100.0
UBS Belgium SA / NV Brussel s, Bel gi um EUR 28.0 100.0
UBS Beteiligungs-GmbH & Co. K6rankfurt, Germany EUR 568. 8 100.0
UBS Brasil Admi ni stradora de ®BadboPasl| MobBrhaiios Ltda BRL 114. 2 100.0
UBS Capital Securities (Jerse$}).LHmited, Jersey EUR 0.0 100.0
UBS Card Center AG Gl attbrugg, Switzerland CHF 0.1 100.0
UBS Casa de Bolsa, S.A. de C.WexitUBSCGtypoMEKknanci ero MX N 114.9 100.0
UBS Derivatives Hong Kong Li mHbed Kong, China HKD 880.0 100.0
UBS Deutschland AG Frankfurt, Germany EUR 176.0 100.0
UBS Finance (Curacgao) NV Wil l emstad, Curacao UsSD 0.1 100.0
UBS Finance (Delaware) LLC Wi | mi ngton, Delaware, USA UsSbD 37.2%3 100. 0
4,522.5
UBS Financi al Services | nc. Wi |l mi ngton, Del awar e, USA UsSD 2 100.0
: : : . 56.0
UBS Financial Services Incorp&ratddaaf Puerto Rico UsbD 2 100. 0
0.0
UBS Fund Advisor, L.L.C. Wi | mi ngton, Delaware, USA UsSbD 100. 0
10.0
UBS Fund Management (Luxemboutgxe®Bourg, Luxembourg EUR 100.0
. . 1.0
UBS Fund Management (Switzerl|l 8adel AGSwitzerl and CHF 100. 0
. 5.6
UBS Fund Services (Cayman) Lt @George Town, Cayman | sl ands UsSbD 100. 0
2.5
UBS Fund Services (LuxembourgluS$Ambourg, Luxembourg CHF 100.0
UBS Futures Singapore Ltd Singapore, Singapore UsbD 35.1 100. 0
0.0
UBS Gl obal Asset Management (Wmémiogspnlndel awar e, USA uUsD 100.0
19.9
UBS Gl obal Asset Management (Bysnhegli Apustrdlia AUD 100.0
117.0
UBS Gl obal Asset Management (Tanadap,!| @€anada CAD 100. 0
2,200.0
UBS Gl obal Asset Management (Jaggpn) ULagdan JPY 100.0
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4.0
UBS Gl obal Asset Management (Singapore) Btitdgapore SGD 100. 0
UBS Gl obal Asset Management (UKhdbnd United Kingdom GBP 125.0 100.0
151. 4
UBS Gl obal Asset Management Hbabddong,LUdited Kingdom GBP 100. 0
UBS Gl obal Life AG Vaduz, Liechtenstein CHF 5.0 100.0
UBS Grupo Financiero, S.A. deM€xVco City, Mexi co MX N 918. 8 100. 0
UBS Hana Asset Management Comp@Bepyl Lt &outh Korea KRW 45,000.0 51.0
UBS Holding (France) SA Paris, France EUR 418.9 100.0
2012 2
2012 12 31
UBS Hypotheken AG Zurich, Switzerland CHF 0.1 98. 0
UBS I nternational Hol dings B. YWmsterdam, Net herl ands EUR 6.8 100. 0
UBS International Life Limitedublin, lreland EUR 1.0 100.0
UBS Italia SI'M SpA Milan, Italy EUR 15.1 100.0
UBS Life AG Zurich, Switzerl and CHF 25.0 100. 0
UBS Limited London, United Kingdom GBP 193.6 100.0
UBS Loan Finance LLC Wi | mi ngton, Delaware, USA UsSbD 16.2 100.0
1.0
UBS O" Connor LLC Dover, Del awar e, USA UsbD 100. 0
UBS Preferred Funding (Jersey)StLi mHieteer, Jersey EUR 0.0 100.0
UBS Preferred Funding Company Wil @&iIngton, Delaware, USA UsSbD 0.0 100.0
UBS Preferred Funding Company Wil @i vgton, Del awar e, USA UsSD 0.0 100.0
7.5
UBS Real Estate KapitalanlagedMeasneélchsclGafmamlyH EUR 94. 9
UBS Real Estate Securities | n& | mington, Delaware, USA UsSbD 1,306. 4 100.0
9.0
UBS Realty Investors LLC Boston, Massachusetts, USA UsSD 100. 0
UBS Securities (Thailand) LtdBangkok, Thail and THB 500.0 100.0
UBS Securities Australia Ltd Sydney, Australia AUD 209 28 100.0
UBS Securities Canada | nc. Toront o, Canada CAD 10. 0 100. 0
UBS Securities Espafia Sociedadadei dal &G&pas nSA EUR 15.0 100. 0
UBS Securities France SA Paris, France EUR 22.9 100.0
UBS Securities Hong Kong Limi Heshg Kong, China HKD 430.0 100. 0
UBS Securities India Private Mumbtaéd | ndia I NR 140.0 100.0
UBS Securities Japan Co., LtdTokyo, Japan JPY 74,450.0 100.0
UBS Securities LLC Wi |l mington, Del awar e, USA UsSD 22,205.6 100. 0
UBS Securities Pte. Ltd Singapore, Singapore SGD 311.5 100. 0
UBS Securities Pte. Ltd Seoul SBoah¢ch South Korea KRW 0.0 100.0
UBS Securities Pte. Ltd TaipeiTaBpamc¢ch Tai wan T WD 0.0 100. 0
UBS Service Centre (Poland) S@Zabieozow, Pol and PLN 1.4 100. 0
UBS South Africa (Proprietary)Sahidmiomed South Africa ZAR 0.0 100.0
UBS Swiss Financi al Advisers Z@rich, Switzerl and CHF 1.5 100. 0
5.0
UBS Trust Company of Puerto RHat o Rey, Puerto Rico uUusbD 2 100. 0
UBS UK Properties Limited London, United Kingdom GBP 132.0 100.0

231/465



EDINETOOOO
00000000000 0O(E05852)

ooooOoog
UBS Wealth Management Austral Sydhbhte¢g, Australia AUD 53.9 100.0
2012 2
2012
UBS Leasing AG Zurich, Switzerland UBS AG
2012 12 31
S X Grolup AG Zurich, Switzerland 17.3
UBS Securities’ Co. Limited Beijing, China 20.0
uBs
35
UBS UBS
2012
2011 12 31 2,167
2,088
UBS
UBS
UBS UBS
UBS
UBS
2012 2011
2012 12 312011 12 31
UBS 270 270
635 585
1,325 1,233
2,230 2,088
172 183
(13.8) 24.6
32.9 40. 4
36
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2012
2012
2011
2011 UBS
54
11 20 23
4 4 10
UBS AG
2010
2010
37
2012 12 3011 12 32010 12 31
26 82 (9)
(1) 10 162
331 216 (25)
20 26 1
3 32 (3)
(8) 15 (13)
371 380 113
358 261 (2)
0 93 79
14 26 37
2012 12 32011 12 32010 12 31
64 31 0
115 54 3
247 122 (10)
0 0 0
(10) 20 1
(56) 30 0
0 (1) 2
(1) 6 2
358 261 (2)
38
1
2012 12 32011 12 312012 12 32011 12 32010 12 31
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0.92 0.94 0.92 0.88 1.04
1.21 1.21 1.21 1.23 1.37
1.49 1.46 1.50 1.45 1.62
100 1.05 1.22 1.07 1.11 1.18

12
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UBS
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( | FRS )
) 1 FRS | FRS
(FINMA 2008/ 2 )
23 27 FI NMA
11
| FRS
20
| FRS
| FRS
16
| FRS
FER 16 / 26 | AS 19 R
26
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40 SEC
UBS AG
SEC UBS AG
UBS
UBS
UBS UBS AG
UBS AG UBS AG UBS AG
I FRS UBS
UBS
UBS AG
2012 12 31 1 UBS
13,376 2,774 2,153 (2,336) 15,968
(9,615) (1,153) (1,542) 2,336 (9,974)
3,762 1,622 610 0 5,994
(7) (112) 1 0 (118)
3,754 1,510 611 0 5,875
5,933 6,333 3,139 0 15, 405
3,115 250 115 0 3,480
(4,009) 0 0 4,009 0
1,545 783 (1,646) 0 682
10,338 8,876 2,220 4,009 25, 443
7,682 5,369 1,686 0 14,737
4,643 2,618 1,393 0 8,653
501 104 84 0 689
14 2,860 156 0 3,030
3 84 20 0 106
12,843 11,034 3,339 0 27,216
(2,505) (2,158) (1,119) 4,009 (1,774)
6 165 290 0 461
(2,511) (2,823) (1,409) 4,009 (2,235)
0 0 0 0 0
(2,511) (2,823) (1,409) 4,009 (2,235)
0 0 276 0 276
UBS (2,511) (2,823) (1,686) 4,009 (2,511)
uBs AG | FRS
UBS
UBS AG
2012 12 31 1 UBS
54,192 11,395 796 0 66,383
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29,107 7,875 68, 713 (84,464) 21,230
35,749 35,172 3,126 (36,675) 37,372
105,197 60,659 60,880 (95,795)130, 941
117,337 21,786 33,072 (11,335)160, 861

47,226 5,467 2,466 (10, 460) 44,698

416,098 5,695 129,090(132,854)418,029
32,740 4,045 28,331 (34,703) 30,413
7,007 3,037 10,535 (11,473) 9,106
279,038 38,663 11,765 (49,566)279, 901

51,041 10,637 4,706 0 66, 383
1,954 3,994 590 (446) 6,093
64,807 2 1 (63,951) 858
5,034 593 376 0 6,004
323 5,116 1,023 0 6,461
5,132 2,643 368 0 8,143
8,969 3,718 1,233 (2,865) 11,055

1,213,726215,030354,604(524, 124), 259, 232

54,795 46, 014 6,680 (84,464) 23,024
19,704 22,105 4,069 (36,675) 9,203
24,540 51,057 57,837 (95,795) 37,639
24,996 8,892 6,137 (5,870) 34,154
391,863 5,856 130,204(132,854)395,070
58,650 10,907 36,294 (34,703) 71,148

88,775 988 15,154 (12,039) 92,878
330,271 45,107 46,079 (49,566)371, 892
4,731 2,047 549 (446) 6,881
102,015 353 7.186 (4,899) 104,656
1,166 1,023 347 0 2,536

24,622 18,642 19,503 (2,865) 59,902

1,126,129212,993330,038(460,177), 208, 983

UBS 87,597 2,037 20,213 (63,951) 45,895
0 0 4,353 0 4,353
87,597 2,037 24,566 (63,951) 50,249
1,213,726215,030354,604(524, 128), 259, 232
luBs AG | FRS
UBS
UBS AG
2012 12 31 2 UBS

49,070 10,795 7,186 67,050

(11) 0 0 (11)
41 0 0 41
(878) (189) (50) (1,118)
194 5 3 202
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(12,429) (780) (737) (13,946)
(13,082) (965) (784) (14,831)
(26,177) 0 (11,790)(37,967)
(1,159) 0 0 (1,159)
(379) 0 0 (3879)
49,885 575 5,287 55,747
(49,981) (23) (3,991) (53,996)
0 0 (288) (288)
(2,600) (99) 2,698 0
(30,410) 452 (8,084) (38,041)
(200) (852) (121) (673)
5,377 9,930 (1,802) 13,506
66,481 4,336 14,796 85,612
71,858 14,266 12,994 99,118
54,192 11,395 796 66,383
4,279 47 56 4,382
5 13,387 2,824 12,142 28,354
71,858 14,266 12,994 99,118
Lo12 UBS
18
14
37 s AG
| FRS 8
4
5
UBS
UBS AG
2011 12 31 1 UBS
15,311 2,910 2,952 (3,203) 17,969
(10,854) (1,102) (2,391) 3,203 (11, 143)
4,457 1,808 561 0 6,826
(96) 18 (6) 0 (84)
4,361 1,826 555 0 6,742
6,351 5,757 3,128 0 15,236
4,155 (81) 2609 0 4,343
677 0 0 (677) 0
1,427 728 (6809) 0 1,467
16,972 8,230 3,263 (677) 27,788
8,772 5,199 1,663 0 15,634
2,577 2,283 1,099 0 5,959
564 117 81 0 761
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0 0 0 0 0
26 80 21 0 127
11,940 7,679 2,864 0 22,482
5,032 551 399 (677) 5,307
895 61 (55) 0 901
4,138 490 454 (677) 4,406
0 0 0 0 0
4,138 490 454 (677) 4,406
0 2 266 0 268
UBS 4,138 488 189 (677) 4,138
uBs AG | FRS
UBS
UBS AG
2011 12 31 1 UBS
38,094 1,977 568 0 40, 638

26,085 4,866 80,863 (88,596)23,218
41,783 57,893 3,040 (43,953)58, 763
161,663 123,923 88,167 (160, 252213,501
130, 585 30,864 33,451 (13,374)181,525

50, 064 2,801 609 (13,537)39, 936

482,528 8,244 146,545 (150, 7323486, 584
44,906 4,640 25,894 (34,118)41,322
6,290 4,537 7,515 (8,005) 10, 336
263,927 37,836 11,391 (46,549)266, 604

39,431 9,877 3,866 0 53,174
1,971 4,046 872 (561) 6,327
59,800 4 0 (59,018) 795
4,757 523 408 0 5,688
329 8,172 1,194 0 9,695
6,274 2,839 514 0 9,627
9,425 2,141 1,688 (4,089) 9,165

1,317,857302,381405,973(609,24B)416, 962

63,340 41,669 13,787 (88,596)30, 201
16, 498 32,622 2,969 (43,953) 8,136
38,030 141,005 83,646 (160, 252302, 429
32,299 8,437 5,751 (7,007) 39,480
467,112 8,312 148,708 (150,7323473,400
55,378 11,188 34,666 (34,118)67,114
84,386 533 13,522 (9,459) 88,982
321,393 31,934 35,632 (46,549)342, 4009
4,530 2,203 678 (561) 6, 850
125, 251 407 19,873 (4,914)140, 617

752 527 347 0 1,626
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25,913 19,080 21,879 (4,089) 62,784

1,234,882297,917381,457 (550,23Q), 364,027

UBS 82,975 4,463 20,111 (59,017)48, 530
0 0 4,406 0 4,406
82,975 4,463 24,517 (59,017)52, 935
1,317,857302,381405,973 (609, 24B)416, 962
uss aG | FRS
UBS
UBS AG
2011 12 31 1 UBS
(12,251) (933) (1,057) (14, 241)
(58) 0 0 (58)
50 0 0 50
(917) (114) (98) (1,1209)
137 91 5 233
19,125 1,165 (9) 20,281
18,336 1,142 (101) 19,377
5,459 0 9,879 15,338
(1,885) 0 0 (1,885)
48,844 197 3,549 52,590
(55,668) (8) (6,950) (62, 626)
0 0 1 1
0 0 (748) (749)
640 (366) (274) 0
(2,610) (177) 5,457 2,670
(2,587) 299 1509 (2,1209)
889 333 4,457 5,678
65,592 4,003 10,339 79,934
66,481 4,336 14,796 85,612
38,094 1,977 568 40, 638
3,804 29 67 3,900
4 24,582 2,330 14,162 41,074
66,481 4,336 14,796 85,612
uss ac , | FRS
4
UBS
UBS AG
2010 12 31 1 UBS
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15,732 3,388 2,723 (2,971)18,872
(12,153) (1,409)(2,067)2,971 (12,657)
3,579 1,980 656 0 6,215

(2) (16) (48) 0 (66)
3,577 1,964 608 0 6,149
7,293 6, 465 3,401 0 17,160
6,979 (117) 609 0 7,471
1,392 0 0 (1,392) 0
1,515 1,296 (1,597) 0 1,214
20,757 9,608 3,022 (1,392)31,994
9,339 5,842 1,849 0 17,031
2,729 2,691 1,164 0 6,585

628 172 117 0 918

0 0 0 0 0

3 90 24 0 117
12,700 8,796 3,154 0 24,650
8,057 812 (132) (1,392) 7,345

605 (1,150) 136 0 (409)
7,452 1,962 (268) (1,392)7,754

0 0 2 0 2
7,452 1,962 (266) (1,392)7,756

0 0 304 0 304

UBS 7,452 1,962 (570) (1,392)7,452
uBs AG | FRS
UBS
UBS AG
2010 12 31 1 UBS
10,719 (2,772) 5, 440 13,385
(75) 0 0 (75)
307 0 0 307
(367) (88) (86) (541)
196 22 24 242
2,123 3,474 (1,433) 4,164
2,185 3,408 (1,497) 4,097
3,241 0 1,218 4,459
(1, 456) 0 0 (1, 456)
(113) 0 0 (113)
75,842 8 2,568 78,418
(65,968) (82) (11,447)(77,497)
0 0 6 6
0 (6) (2,047) (2,053)
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(122) 235 (113) 0
11, 424 154 (9,815) 1,764
(10,218)1, 482 (3,444) (12,181)
14,110 2,272 (9,315) 7,066
51, 482 1,731 19, 654 72,868
65, 592 4,003 10, 339 79,934
26,372 69 498 26, 939
3 15,798 1,190 123 17,110
4 23,422 2,744 9,719 35,885
65, 592 4,003 10, 339 79,934
luBs AG | FRS
2
4
UBS AG
2012 12 31
UBS 2003 LI BOR+0. 7 0.3
UBS 2006 6.243 1.0
UBS AG
UBS UBS 2012 12 31
UBS 1, 198
UBS
UBS AG UBS UBS AG UB €
UBS AG
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2011 12 31 2012 12 31 UBS AG
UBS AG 2011 5,440 2012
6,645
3,016 4,434
6409 1,214
| AS 19 R
4,045
1,582
649 4,117 2012
736 16 3,861
1,996 1,260
1,996
1,040
731 225
48 2011 2011
1,260
358 6,015
532 6,270
104
2012 2011 3,545 5,097
2011
1,951 114 1,427
86 2,398
2011 1,286 1,177

1,107 2,401
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2011 652
758
147
482 3,959
2011 464
2012 2012
3,856 180
29 205
2,569
154 2,368 97
80
1, 364 579
8, 888
485
636
I T
150
4,045 4,210
2,951 I AS 19 R
620
1,582 1,735
1,368
LI BOR
2012 200
1,459 429
1,191
2011
155
280 115
3,468 4,117
3,954 3,063
892
- b
2012 59 2011 232
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2012
GAAP UBS AG
I FRS
Il FRS
461
2012 12 31 2011 12 31 70 776
2012 10
2012 12 31 16 54
10 31
UBS UBS
6 4 167
13 161
11 31
21
29 35
FER 16 I AS 19 R
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2012 12 31 36 21
22 102
10
364
2012 12 31
25
15 4 4
11
2012 12 31 2012 6,645
2011 40, 174 33,176 2012
353 31,997 2012
176 889
2011 5,440
176 5,617
2011
2012 12 31 2011 12 31 12 31
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10,047 10,552 11,08711, 645 (9)
3,258 3,422 3,989 4,190 (18)
242 254 467 490 (48)

(9,686)(10,173)(10, 94(6)1,497)(12)

3,861 4,055 4,597 4,828 (16)
378 397 326 342 16
6,270 6,585 6,802 7,144 (8)
634 666 616 647 3
(1,267)(1,331) (1,37101,440) (8)
6,015 6,318 6,373 6,694 (6)

5,097 5,353 3,545 3,723 44
75 79 833 875 (91)
905 951 758 796 19
31 33 30 32 3

3,959 4,158 4,441 4,664 (11)

(2,569)(2,698)

(2,554(0)2,682) 1

2,401 2,522 3,508 3,684 (32)
17,374 18,248 18,02318, 930 (4)
8,888 9,335 8,309 8,727 7
5,016 5,268 4,380 4,600 15

13,904 14,603

12,69013, 328 10

3,470 3,645 5,333 5,601 (35)
4,210 4,422 165 173
541 568 581 610 (7)
1,735 1,822 153 161
(3,016)(3,168) 4,434 4,657
429 451 1,888 1,983 (77)
(4,117)(4,324) (649) (682) 534
59 62 (232) (244)
(6,645)(6,979) 5,440 5,714
2011
12 31

2012 12

31

2011 12 31

54,19256,91838, 094 40,010 42

248/465



EDINETOOOO

00000000000 0O(E05852)

Ooooood
31,06632,62941,222 43,295 (25)
167,20475,61231,401243,040 (28)
160, 99669, 09448, 474155, 942 8
149, 00256, 497144, 346151, 607 3
115,90621, 73620, 312126, 364 (4)
30,77832,32620,193 21,2009 52
21,09022,15123,990 25,197 (12)
5,054 5,308 4,807 5,049 5
2,157 2,265 2,114 2,220 2

13 35,20636,97764,580 67,828 (45)
3,037 3,190 6,552 6,882 (54)
775,68814,704846, 085888, 643 (8)
3,776 3,966 1,894 1,989 99
201, 98212,14288, 870303, 400 (30)
21,25722,32656, 788 59, 644 (63)
102,40107,55224,625130,894 (18)
25,41926,69832,522 34,158 (22)
94,08698,81985,393 89,688 10
269,99283,57278,096292, 084 (3)
1,341 1,408 1,951 2,049 (31)
100, 16605, 20489, 361 93, 856 12
64,80868,06862,976 66, 144 3
6,434 6,758 6,671 7,007 (4)

13 43,51845,70758,994 61,961 (26)
9,653 10,139 7,122 7,480 36
3,435 3,608 1,412 1,483 143
742,51779,85805, 911846, 448 (8)

10 384 403 383 402 0
31,99733,60632,350 33,977 (1)
42,18444, 30642, 537 44,677 (1)
(10, 18710, 6990, 187010, 699) 0

889 934 1,066 1,120 (17)
889 934 1,066 1,120 (17)
6,551 6,881 934 981 601

(6,645Y6, 979%, 440 5,714
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33,17634,84540, 174 42,195 (17)
775,68814,70846, 085888, 643 (8)
15, 98516, 78912, 339 12, 960 30
103, 14808, 33633, 696140, 421 (23)
2013 AGM )
2012 12 31
(6,645) (6,979)
(6,645) (6,979)
(1,751) (1,839)
(4,894) (5,140)
(6,645) (6,979)
2013 AGM 0.10
15
0.15 2013 2013 10
2013
2013
2012 12 31
1, 42,184 44,306
0.15 8 (575) (604)
41,6009 43,702
42,184 10,187
31,997 o011
UBS 274 2011
2012 379 2012 12 31 270
8 UBS AG
2013
UBS AG
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Operating environment and strategy UB S
UBS UBS AG
I T FI NMA 2008/
UBS AG 2011 12 31 36, 693 2012 12 31

35,153
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UBS AG

10

UBS AG

UBS AG

39

FRS

UBS AG

UBS AG
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UBS
UBS
UBS AG
UBS AG
UBS AG
UBS I FRS UBS AG
FI NMA 2008/ 2 I AS 19 G/
FER 16 FER 16
2012 10 UBS AG FER 16 FER
FER 16
UBS AG
GAAP FER 26 FER 26
UBS AG I AS 19 2012 10 U
2011 | ASB I AS 19 GAAP
FER 16 26 I AS 19
FER 16 26
b)
2012 UBS 2012 30
108
UBS 2012 12 31
86 86
2012 FI NMA

UBS
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2012 UBS AG
2012 UBS AG 2011 | ASB
I AS 19 I AS 19 R FER 16
I AS 19 R
Il AS 19 R GAAP
GAAP
UBS AG FER 16
FER 16
UBS AG FER 16
2012 10
3,063 892
« )
2012 12 312011 12 312011 12 31
95 60 58
1,427 (114)
2,398 2,312 4
1,177 1,286 (8)
5,097 3,545 44
()
2012 12 312011 12 312011 12 31
37 192 (81)
161 1,352 (88)
115 280 (59)
116 6 4 81
429 1,888 (77)
(67) (10) 570
(96) (639) (85)
(3,954) 0
(4,117) (649) 534
! FER 16 I AS 19 R
(G
2012 12 31 2011 12 31 2011 12 31
0 2,980 (100)
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470 376 25
178 99 80
1,784 2,277 (22)
606 819 (26)
3,037 6,552 (54)
()
2012 12 31 2011 12 31 2011 12 31
5,453 4,400 24
757 600 26
451 360 25
770 754 2
1 2,222 1,008 120
9,653 7,122 36
L1 BOR 13
2012 12 31 2011 12 31 ( )
3
1,880 1,226 3,056 788 (38) 56
1 33,928 21,902 27,841 16, 966 22 29
49,316 26,889 41,892 21,027 18 28
4,163 0 4,364 0 (5)
2 89, 287 50,017 77,152 38,781 16 29
1
2012 12 31 75
2011 12 31 57
2 2012 12
31 35 2011 12 31 20 3
b
UBS AG
a)

2012 12 31 2011 12 31

0 0
510 98

! 510 98

UBS UBS 611 516

UBS UBS 98 36
1,219 650

2012 12 31 2011 12 31
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2012 30 UBS I AS 19 (128) 353
357 353
(485) 0
2012 10 UBS FER 16 108 N/ A
14 N/ A
UBS 2 (6) 353
bo12 12 31 4,115 2012 10 4,023 F
FER 16 2012 12 31 2012 10
UBS 2 UBS
3,063 485
2012 2011
30
2011 2012
12 31 12 31
802 (129) 81 (220) 221 754
593 (129) 79 (165) 195 573
17 0 0 (7) 12 22
1 128 (28) 12 113
64 1 (20) 2 47
22 (12) 0 (6) 19 23
2 101 (1,152% 51 (47) 1, 548 501
191 (161) (14) (53) 1,650 1,612
6 100 (19) 9 (4) 3 88
216 (58) (3) (61) 141 235
98 (34) 19 (227) 649 510
UBS AG
258 (249) (8) 8 4 84
6 (8) 2 0
8 357 (8) (42) (3) 30 334
2,150 (1,821) 92 (625) 4,347 4,142
738 707
1,412 3,435
1 2 3
4 LiBOR
5 | FRS
39 82012 12 31 22 2011
12 31 30 2012 12 31 66 2011
70 7 222 119
I AS 19 R 649 610
I AS 19 R 490 610 119
80009 UBS
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2010 12 31 2011 383 27,379 432 402 6,123 34,719
14 14
4,525 1,598 (6,123) 0
0
5,440 5,440
432 634 (1,066) 0
2011 12 31 2012 383 32,350 1,066 934 5,440 40,174
0 26 26
5,440 (5,440) 0
(379) (379)
(6,645) (6,645)
(176) 176 0
2012 12 31 384 31,997 889 6,551 (6,645) 33,176
10
2012 12 31
3,835,250, 383,525, 32347, 463, 874,746, 387
3,747,370, 832, 737, 86347, 370, 8F2, 737, 063
UBS AG 1 87,786,3598, 778, 636
UBS AG 1 93,242 9,324 93,242 9,324
625,510, 99®2, 551, 099
2011 12 31
3,832,121, 888,212, B9T47,370, 803, 737, 080
3,747,166, 348, 716, 83547, 166, 348, 716, 635
UBS AG 1 84, 751,0968, 475,110
UBS AG 1 204, 455 20, 446 204, 455 20, 446
628,639, 3262, 863, 933
Lo12 114. 3 111. 4
2012 12 31 UBS 145,510, 992
12 31 148, 639, 326 100,000, 000
SNB SNB SNB
SNB UBS
UBS SNB
SNB SNB
2010 14 UBS AG
380,000, 000
UBS AG 2011 30
3.04 2010 12
6. 45
2009 12 17 3.45
UBS

http://www. si x-exchange-regul ation. com/obligations/ di sc/l
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2012 2011 2010 12 31
UBS
2012 12 31 2011 12 31
( (
) )
457,784,081 46 11.94 419,533,402 42 10. 95
DTC Cede & Co. 1t 202,368,918 20 5.28 270,808,806 27 7.07
245,517,417 25 6.40 245,481,682 25 6. 41
147,144,758 15 3.84 160,917,513 16 4.20
! DTC Cede & Co.
11
12
()
2011
2012 12 31 2011 12 31 12 31
115,254 137,661 (16)
97, 335 121,072 (20)
7,676 7,595
2,847 2,843 0
7,397 6, 151 20
68, 420 66, 107 3
67,448 64, 302 5
0 850 (100)
972 955 2
1 33,510 47,273 (29)
22,321 23,491 (5)
249 503 (50)
10, 940 23,279 (53)
63 126 (50)
' uss
UBS AG
UBS AG UBS UBS AG UB ¢
UBS AG
UBS AG
UBS AG VAT
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VAT
13 !
2012 12 31 2011 12 31
P RV N RV P RV N RV
238,56234,016 28,129264,14@52, 725 36,2009
31,93533,152 2,400 67,36462, 704 2,737
83,80893, 450 6,689 97,158106, 117 6,323
1,789 2,118 109 4,193 3,924 99
13,39715,018 505 16,53818, 105 416
797 852 86 775 1,012 110
4 370,29378,606 37,918450, 17344,587 45,894
335, 088335, 087 385,59385, 593
35,20643,518 64,58058, 9914
! PRV 3
NRV 4
14
¢ )
2012 2011 2011
12 31 12 31 12 31
6,175 9,375 (34)
2,261 2,346 (4)
8,436 11,721 (28)
UBS
UBS AG
UBS AG UBS
AG UBS AG( )
2011 2012
a
2011
b c d 1b e f h
Sergio P.
Ermotti
CEO 2012 2,500,000 0 3,660, 20@40, 000 - - - 69,500201, 088, 870, 588
Sergio P.
Er motti
CEZO 2011 1,394, 445553, 200 - - 1,290,80022, 0010 844, 0A®5, 450450, 8166, 350, 711
Oswald J. Gr
bel
Gep011 2,191,667 0 - - 0 0 0 35,971 0 2,227,638
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Robert J.
Mc Cann

CEO
CEO
2012 1,373,130 o 4,

Robert J.

278, 73852, 449 - - -

45,004 6,1108, 555, 366

Mc Cann
CEO
2011 1,321, 513869, 233 . . 1,246, 1155557, 639,4115, 3887, 053 6, 2649, 183, 325
201216,273,460 0 31,3552959®03, 728 . . . 640,683233, 709407, 181
4 201115, 962,1713,7929, 365 - . 8,874,900402,2103,7804, 27465, 6095, 290, 134, 314
2012 1,593,288 0 0 0 . . 105,86514,79a,713, 952
5 2011 4,155, 605009, 201 . . 1,166,759 0 962, 76871,95480, 499,046, 783
! 2011 Sergio P.Ermotti 2Sergio P.
Ermotti 2011 CEO 2011
24 CEO 2011 11 15 CEO 3Oswald J. Griabel 2011 :
CEO 4 2012 12 31 11
2011 12 31 12 ° 2012
Al exander Wil mot-Sitewll 10 Carsten
2011 John Cryan Oswald J. Grube
Maur een Miskovic
a. Financi al information
b.2012 2011 2011 40
60 24 20
c.2012 2013 15 10 UBS
UBS
d.
6. 25 5.40
e. 2011 12.52 13.75
2012 10 UBS UBS
f.2011 12.92 14.19
12.52 13.75 2012
10 UBS UBS
g.
h. UBS 835,200 2013
842,400
AHV ALYV BVG
250, 000 150, 000
UBS 250, 000 2013
255,000 401K
2012
250, 000
2013
100,000 2010
1
2011 2012 12 31
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2 ( ) 3 4( )
Sergio P. Ermotti 2012220, 92841, 960262, 8880. 013 0 0.000
2011 0 0 0 0.000 0 0.000
Markus U. Diethelm 2012506, 13226, 09832, 2300. 030 0 0.000
2011358, 04291, 506449, 5480.021 0 0.000
John A. Fraser 2012617, 52815, 270032, 7990. 045884, 531 0. 042
CEO 2011460, 70280, 41441, 1210.032%, 088, 795 0. 050
Lukas Gahwiler UBS CED12412, 19995, 537507, 7360. 024 0 0.000
CEO 2011252, 29337, 517289, 8100. 013 0 0.000
Carsten Kengeter 2012 - - - - - -
CEO 2011971, 57%56, 0116 527, 59Q. 070905, 000 0. 041
Ulrich Koérner
2012605, 28421,83727,1210.035 0 0.000
CEO EMEA
CEO 2011389, 09095, 597484, 6870. 022 0 0.000
Philip J. Lofts 2012542, 40269, 78912, 1910. 034536, 173 0.026
2011377, 61450, 772528, 3860.024577,723 0.026
Rg;gft J. McCann 2012658, 47018, 112676, 5820. 032 0 0.000
CEO 2011330,047 0 330,0470.015 0 0.000
Tom Naratil 2012340, 75233, 603574, 3600.027935,291 0.045
2011221, 23893,836415,0740.019, 046,122 0.048
Andrea Orcel 201%, 755,691 O 1,755, 690. 084 0 0.000
CEO ] ] ] ] ] ]
Al exander WiImot-Sitwezloll2 _ _ _ R _ B
c o 2011495, 55220, 95516, 5080.033353,807 0.016
Chi-Won Yoon 2012478, 98@70, 76MB49, 7460. 041578, 338 0.028
CEO 2011306, 51850, 311656, 8260.030623, 253 0.0209
Jirg Zeltner UBS 2012522,50038, 329560, 8290.027203,093 0.010
CEO 2011306, 48711, 756318, 2430. 015205, 470 0.0009
1 2

Deferred variable compensation plan
4

31
2012
a
1 g h

Axel A. Weber 2012 1,322,581 - 2 003°2%9969,867 171,898,568, 341

2011 - - - - - -
Kaspar Villige2012 354,167 - 200, #0054, 926 - 609, 093

2011 850,000 0 500, foot44, 568 0 1,494,568
'Axel A. Weber 2012 12 31 Kaspar Villiger :

Kaspar Villiger 2011 12 31
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1 2 3,4
Michel Demaré M 2012 /| B®B30BD®O, 000 250,000 875,0060 34, 233
M M 2011 /| B®B20BD®O, 000 250, 500 875,000 39, 845
David Sidwell M C 2012 / B@B30GM®O, 000 250,0086,075,06® 42,057
M C 2011 /| B®B206B®O0, 000 250 808,075,060 48, 952
Rainer - Mar c M M 2012 / B@BE30BDO0, 000 625, 00000 46, 367
Frey M M 2011 / BRBE20®®0, 000 725,00D00 62, 635
Bruno Gehrig 2012 / 2013 - -
M M 2011 / 3@B20@MO, 000 525,0060 23,907
Ann F. M c 2012 / B@B3 0G®O, 000 825,0060 32,276
Godbehere
M c M 2011 /| B3®B20G®GO, 000 875,000 39, 845
Axel P. M M 2012 / B®BE30B®O, 000 625, 00000 46, 367
Lehmann
M M 2011 / B®BE20®G0, 000 575, 00000 49, 632
Wol fgang M c 2012 / BRB3 0@®O, 000 525,0060 20,539
Mayr huber
c 2011 / B@B20@®MO, 000 525,0060 23,907
Hel mut Panke M M 2012 / B®B3 0600, 000 625,000 24, 452
M 2011 / B@BE20®®O0, 000 625, 0060 28, 460
Wil liam G.g M 2012 / BRB3 0BGO, 000 675,0060 26, 408
Parrett
c 2011 / B@®B20@DMO, 000 625,000 28, 460
Isabel l e Rbmy M 2012 / B3®B3 0BMO, 000 625,000 24, 452
2011 / 2012 - -
Beatrice Weder M 2012 / BRB3 0®GO, 000 575,0060 22,496
di Maur o
2011 / 2012 - -
Joseph Yam
M M 2012 / BRBE30®E0, 000 575,000 22, 496
M M 2011 / B®B20®&0, 000 575,0060 26, 183
2012 7,625,000
2011 7,000,000
C M=
012 12 31 11 | sabell e Romy Beatrice Weder di
Bruno Gehrig 2012 2011 12 31
10 Joseph Yam 2011 28 Sally Bott 2011
2 50 50 UBS 100 UBS
%012 15. 03 2013 10 UBS
15 12.78 2011 12.92
2012 10 UBS 15 10. 98
4 100
5
a
2012 11,802, 434
2011 8,494,568
1
2011 2012 12 31
Axel A. Waber 2012 200,000 0.010
2011 -
Kaspar Villfger 2012 -
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2011 49,440 0.002
Mi chel Demar é 2012 116, 179 0.006
2011 76, 334 0.003
David Sidwel!l 2012 149,199 0.007
2011 100, 247 0.005
Rai ner - Marc Frey 2012 162,677 0.008
2011 100, 042 0.005
Bruno Gehrig 2012 -
2011 54,4009 0.002
Ann F. Godbehere 2012 81, 286 0.004
2011 41,441 0.002
Ax el P. Lehmann 2012 139,603 0.007
2011 89,971 0.004
Wol fgang Mayr huber 2012 38,957 0.002
2011 15,050 0.001
Hel mut Panke 2012 137,792 0.007
2011 109, 332 0.005
William G. Parrett 2012 91,078 0.004
2011 62,618 0.003
Isabel l e Rofy 2012 0 0.000
2011 -
Beatrice Weder df Mauro 2012 0 0.000
2011 -
Joseph Yam 2012 26, 183 0.001
2011 0 0.000
! 2011 2012
Axel A. Weber Isabelle Ro my Beatrice Weder di Mau3Kasp2aOrlZ\/iI|iger
Bruno Gehrig 2012
1
a
2012 0
2011 0
2 2012 0 25,465 25,465
2011 0 0 0
2012 0 25,465 25,465
2011 0 0 0
1 2
2012 2011
1, 2
2013 20114 2015 2016 2017
2012 12 31 3,414,5681,531, 29%2, 66883, 28347, 324 0 0
2012 2013 2014 2015 2016
2011 12 31 2,863,8871,988, 68408, 032790, 63188, 26988, 269 0

1 2
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2013 2014 2015 2016
2012 12 31 1,142,954 56,624302,118 204,792 231,501 347,919
2012 2013 2014 2015
2011 12 31 698, 884 72,775 9,349 115,690 225,995 275,075
1
2011 2012 12 31 1
2 3
Sergio P.Ermotti
2012
2011
Mar kus U. Diethelm
2012
2011
John A. Fraser CEO
2012 884,531 127,884 2003 2006 312013 31USD 22.53
170,512 2004 2007 2014 27USD 38.13
202, 483 2005 2008 2015 28USD 44.81
213,140 2006 2009 2016 28CHF 72.57
170,512 2007 2010 2017 28CHF 73.67
2011 1,088,795 76, 380 2002 2005 312012 31USD 21. 24
127,884 2002 2005 282012 28CHF 37.90
127,884 2003 2006 312013 31USD 22.583
170,512 2004 2007 2014 27USD 38.13
202, 483 2005 2008 2015 28USD 44.81
213,140 2006 2009 2016 28CHF 72.57
170,512 2007 2010 2017 28CHF 73.67
Lukas Gahwiler UBS CEO CEO
2012
2011
Carsten Kengeter 4 CEO
2012 -
2011 905,000 905,000 20092012 2019 12 27CHF 40.00
Ulrich Koérner CEO EMEA CEO
2012
2011
Philip J. Lofts
2012 536,173 9,985 2003 2004 2013 31CHF 27.81
9,980 2003 2005 2013 31CHF 27.81
9,974 2003 2006 2013 31CHF 27.81
1,833 2003 2004 2013 28CHF 26. 39
1,830 2003 2005 2013 28CHF 26. 39
1,830 2003 2006 2013 28CHF 26. 39
35,524 2004 2005 2014 27CHF 44.32
35,524 2004 2006 2014 27CHF 44. 32
35,521 2004 2007 2014 27CHF 44. 32
117,090 2005 2008 2015 28 CHF 52. 32
117,227 200620009 2016 28 CHF 72.57
85, 256 2007 2010 2017 28 CHF 73.67
74,599 2008 2011 2018 28 CHF 35. 66

264/465



EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

2011 577,723 11, 445 2002 2003 312012 31 CHF 36. 49
11,104 2002 2004 312012 31 CHF 36. 49
11,098 2002 2005 312012 31 CHF 36. 49
1,240 2002 2003 282012 28 CHF 36.65
5,464 2002 2004 282012 28 CHF 36.65
1,199 2002 2005 282012 28 CHF 36.65
9,985 2003 2004 2013 31 CHF 27.81
9,980 2003 2005 2013 31 CHF 27.81
9,974 2003 2006 2013 31 CHF 27.81
1,833 2003 2004 2013 28 CHF 26. 39
1,830 2003 2005 2013 28 CHF 26. 39
1,830 2003 2006 2013 28 CHF 26. 39
35,524 2004 2005 2014 27 CHF 44. 32
35,524 2004 2006 2014 27 CHF 44. 32
35,521 2004 2007 2014 27 CHF 44.32
117,090 20052008 2015 28 CHF 52. 32
117,227 2006 2009 2016 28 CHF 72.57
85, 256 2007 2010 2017 28 CHF 73.67
74,599 2008 2011 2018 28 CHF 35.66

Robert J. McCann CEO CEO

2012

2011

Tom Naratil

2012 935,291 63, 942 2003 2006 312013 31 USD 22.53
4,262 2003 2005 282013 28 USD 19. 53
145, 962 2004 2007 2014 27 USD 38.13
166, 010 20052008 2015 28 USD 44.81
142,198 2006 2009 2016 28 CHF 72.57
131,277 2007 2010 2017 28 CHF 73.67
181,640 2008 2011 2018 28 CHF 35.66
100, 000 2009 2012 2019 27 CHF 11. 35

2011 1,046, 122 35,5214 2002 2003 312012 31 USD 21. 214
35,524 2002 2004 312012 31 USD 21. 24
35,521 2002 2005 312012 31 USD 21. 24
4,262 2002 20014 29 2012 28 USD 21. 70
63, 942 2003 2006 312013 31 USD 22.53
4,262 2003 2005 282013 28 USD 19. 53
145, 962 2004 2007 2014 27 USD 38.13
166, 010 20052008 2015 28 USD 44.81
142,198 2006 2009 2016 28 CHF 72.57
131,277 2007 2010 2017 28 CHF 73.67
181,640 2008 2011 2018 28 CHF 35.66
100, 000 2009 2012 2019 27 CHF 11. 35

Andrea Orcel CEO

2012 0

2011 -

Al exander Wil mot-Sitwell 4 CEO

2012 -

2011 353,807 53,282 2005 2008 2015 28CHF 47.58
2,130 20052007 2015 4 CHF 47.89
35,524 2006 2007 2016 28CHF 65.97
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35,524 2006 2008 2016 28CHF 65. 97
35,521 2006 2009 2016 28CHF 65.97
106,570 2007 2010 2017 28CHF 73.67
85, 256 2008 2011 2018 28CHF 35.66

Chi -Won Yoon CEO

2012 578, 338 8,648 2003 20014 2013 31 USD 20. 49
8,642 2003 2005 2013 31 USD 20. 49
8,635 2003 2006 2013 31 USD 20. 49
4,262 2003 2005 282013 28 USD 19. 53
3,374 2003 2004 2013 28 USD 19.53
3,371 2003 2005 2013 28 USD 19.53
3,371 2003 2006 2013 28 USD 19. 53
6,200 2004 2005 2014 27CHF 44. 32
4,262 2004 2006 272014 27CHF 44. 32
6,198 2004 2006 2014 27CHF 44. 32
6, 195 2004 2007 2014 27CHF 44. 32
10,659 20052006 2015 28CHF 47.58
10,657 2005 2007 2015 28CHF 47.58
10,654 20052008 2015 28CHF 47.58
21,316 2006 2007 2016 28CHF 65.97
21,314 2006 2008 2016 28CHF 65. 97
21,311 2006 2009 2016 28CHF 65.97
8,881 2007 2008 2017 28CHF 67.00
8,880 2007 2009 2017 28CHF 67.00
8,880 2007 2010 2017 28CHF 67.00
42,628 20082011 2018 28CHF 32. 45
350, 000 2009 2012 2019 27CHF 11. 35

2011 623,253 11,577 2002 2002 312012 31 USD 21. 214
11,229 2002 2004 312012 31 USD 21. 24
11,227 2002 2005 312012 31 USD 21. 214
2,252 2002 2002 282012 28 USD 21. 70
6, 446 2002 2004 292012 28 USD 21.70
2,184 2002 2005 282012 28 USD 21. 70
8,648 2003 2004 2013 31 USD 20. 49
8,642 2003 2005 2013 31 USD 20. 49
8,635 2003 2006 2013 31 USD 20. 49
4,262 2003 2005 282013 28 USD 19.53
3,374 2003 2004 2013 28 USD 19.53
3,371 2003 2005 2013 28 USD 19. 53
3,371 2003 2006 2013 28 USD 19.53
6,200 2004 2005 2014 27 CHF 44.32
4,262 2004 2006 272014 27 CHF 44. 32
6, 198 2004 2006 2014 27 CHF 44. 32
6, 195 2004 2007 2014 27 CHF 44.32
10,659 2005 2006 2015 28 CHF 47.58
10,657 20052007 2015 28 CHF 47.58
10,654 20052008 2015 28 CHF 47.58
21,316 2006 2007 2016 28 CHF 65.97
21,314 2006 2008 2016 28 CHF 65.97
21,311 2006 2009 2016 28 CHF 65.97
8,881 2007 2008 2017 28 CHF 67.00
8,880 2007 2009 2017 28 CHF 67.00
8,880 2007 2010 2017 28 CHF 67.00
42,628 2008 2011 2018 28 CHF 32. 45
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350,000 20092012 20109 27 CHF 11.35
Jirg Zeltner UBS CEO
2012 203, 0093 4,972 20042007 2014 27 CHF 44.32
7,106 20052006 2015 28 CHF 47.58
7,103 20052007 2015 28 CHF 47.58
7,103 20052008 2015 28 CHF 47.58
93 20052007 2015 CHF 47.89
161 20052007 2015 CHF 45.97
149 20052007 2015 CHF 50.47
127 20052007 12 2015 12 CHF 59.03
7,106 20062007 2016 28 CHF 65.097
7,103 20062008 2016 28 CHF 65.097
7,103 200620009 2016 28 CHF 65.97
110 20062008 2016 CHF 65.91
242 20062008 2016 CHF 61.84
230 20062008 2016 CHF 65.76
221 20062008 12 2016 12 CHF 67.63
7,105 20072008 2017 28 CHF 67.00
7,105 200720009 2017 28 CHF 67.00
7,103 20072010 2017 28 CHF 67.00
223 200720009 2017 CHF 67.08
42,628 20082011 2018 28 CHF 35.66
90,000 20092012 2019 27 CHF 11.35
2011 205, 470 8009 20022003 312012 31 CHF 36. 49
784 20022004 312012 31 CHF 36.49
784 20022005 312012 31 CHF 36. 409
4,972 20042007 2014 27 CHF 44.32
7,106 20052006 2015 28 CHF 47.58
7,103 20052007 2015 28 CHF 47.58
7,103 20052008 2015 28 CHF 47.58
93 20052007 2015 CHF 47.89
161 20052007 2015 CHF 45.97
149 20052007 2015 CHF 50.47
127 20052007 12 2015 12 CHF 59.03
, 106 20062007 2016 28 CHF 65.97
, 103 20062008 2016 28 CHF 65.097
7,103 200620009 2016 28 CHF 65.97
110 20062008 2016 CHF 65.91
242 20062008 2016 CHF 61.84
230 20062008 2016 CHF 65.76
221 20062008 12 2016 12 CHF 67.63
, 105 20072008 2017 28 CHF 67.00
, 105 200720009 2017 28 CHF 67.00
7,103 20072010 2017 28 CHF 67.00
223 200720009 2017 CHF 67.08
42,628 20082011 2018 28 CHF 35.66
90,000 20092012 2019 27 CHF 11.35
1 2 3
31
2011 2012 12 31 1
2
Markus U. Diethelm s 2012 5,564, 012
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4

Jurg Zeltner UBS CEO 2011 5,387,500
201218,862, 820
2011 17,539,601
1
2012 311,308 2011 45,435
4 UBS
3.3 2012

2011 2012 12 31
a
2
Axel A. WZber 2012 0
2011 -
Kaspar Villfger 2012 -
2011 0
Mi chel Demar é 2012 500,000
2011 850,000
David Sidwel!l 2012 0
2011 0
Rai ner - Marc Frey 2012 0
2011 0
Bruno Gehrig‘l’5 2012 -
2011 798,000
Ann F. Godbehere 2012 0
2011 0
Ax el P Lehmann 2012 0
2011 0
Wol f gang Mayrhuber 2012 0
2011 0
Hel mut Panke 2012 0
2011 0
WilliamG. Parrett 2012 0
2011 0
Isabel l e Rofy 2012 0
2011 -
Beatrice Weder df Mauro 2012 0
2011 -
Joseph Yam 2012
2011
2012 500, 000
20111,648,000
1 2
3Axel A. Weber Isabelle Ro my Beatrisce Weder di Mau4Kasp2aOrlZ\/iIIiger

Bruno Gehrig 2012
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Consolidated financial statements

Management's report on internal control
over financial reporting

Management'’s responsibility for internal contraol

over financial reporting

The Board of Directors reviews and approves the conschidated fi-

nandal statements prepared by management in accordance with

International Fnandal Reporting Standards (IFRS). The Board of

Directors and management of UBS are also responsible for estab-

lishing and maintzining adequate internal contral over finandal

reporting. UBS's intermal control over finandial reporting is de-
signed to provide rezsonable assurance regarding the preparation
and fair presentation of published finandal statements in accor-
dance with IFA5 as ssued by the International Accounting Stan-
dards Board.

UBS’ internal confral over finandial reporting includes those
policies and procedures that-

— Pertain to the maintenance of records that, in reasonable de-
tail, accurately and fairly reflect transactions and dispositions
of assets;

— Prowide reasonzhble assurance that transactions are recorded as
necessary to permit preparation and fair presentation of finan-
cial statements, and that receipts and expenditures of the com-
pany are being made only in accordance with authorizations of
UBS management; and

— Provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use or disposition of the
company'’s assets that could have a material effect on the fi-
nancial statements.

Because of its inherent Emitations, internal control over finan-
cial reporting may not prevent or detect misstatements. Also, pro-
jecticns of any evalustion of effectiveness to future periods are
subject to the risk that controls may become inadequate because
of changes in conditions, or that the degree of compliance with
the policies or procedures may deteriorate.

hanagement is required to determine, as of the end of each
fiscal year, whethar UBS's internal control over finandal reporting
was effective or whether thers was 2 material weakness in sudh
controls. A material weakness is a deficiency or combination of
defidencies in internal controd over financial reporting such that
there is a reasonable possibility that 2 material misstaterment of a
registrant’s financial statements will not be prevented or detected
on a timely basis.

Management’s assessment of intermal control

aover financizl reporting at 31 Decermnber 2012

Faollowing the discovery in September 2011 of unauthorized and
fictitious trading in ocur Global Synthetic Equity business unit in
London, management determined and reported that there was a
material weakness in UBS's internal control over finandal reporting
as certain controls designed to prevent or detect the use of unau-
thorized and ficitious trarsactions on a timely basis were not op-
erating effectively, and had not been operating effectively as of
31 December 2010. Specifically (i) the control requiring bilzteral
confirmation with counterpariies of trades within our Imvestment
Bank's equities business with settlement dates of greater than
15 days after trade date was not operating, and when such trades
were cancelled, rebooked or amended, the related monitaring
contral to ensure the validity of these changes ceased to operate
effectively, and (i} the controls in the inter-desk reconcliation pro-
cess within the Imestrment Bank’s equities and fixed income, our-
rendies and commodities businesses to ensure that internal trans-
actions are valid and accurately recorded inour books and records,
including controls over cancellations and amendments of intermal
trades that require supervisor review, intervention and resolution,
did mot operate effectively. In its assessment of internal control owver
finandal reporting as of 31 December 2011, contained in the An-
rual Report 2011, management conduded that, while significant
progress had been made, given the relatively brief pericd since the
unauthorized trading incident wes decovered, a longer period of
operational testing and further refinement would be necessary be-
fore it could condude that the confirmation and reconciliation con-
trols referred to above were operating effectively. Based on this
assessment, management assessed UESs internal control over fi-
nangial reporting as ineffective as of 31 Decamber 2011,

As spon s the controd deficiendes referred to above were identi-
fied, work was initiated to remediate them. The confirmation con-
trol and the monitoring control over the validity of changes to
trades hawe been reactivated and refined, and front-to-back con-
trol processes have been extersively modified with a view to en-
suring, among other things, that the transactions identified by the
inter-desk reconcliation process referred to above are effectively
reviewed, investigated and resohved on a timely basis. Mew moni-
torirg reports and processes have also been developed as part of
a broader program initiated to strenigthen the effectiveness of su-
pervisory oversight. The confirmation control and the monitonng

nr
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Financial information
Consolidated finandal statements

control owver the validity of changes to trades were placed into
operation in the fourth quarter of 2011, and their operational ef-
fectiveness was tested in the succeeding months. As a result of
these measures, management concluded that the confirmation
and reconciliation controls referred to abowve had been fully reme-
diated. This condusion was communicated in the Group's first
quarter 2012 report issued on 2 May 2012, together with man-
agement’s conclusion that the material weskness previously iden-
tified in UBS% internal contral over finandal reporting had been
remediated.

UBS management has assessed the effectveness of UBSS in-
ternal controd over finandal reporting as of 31 December 2012

318
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bbased on the criteria set forth by the Committee of Sponsoring
Drganizations of the Treadway Commission (COS0) in Internal
Controldntegrated Framework. Based on this asessment, man-
agement believes that, as of 31 December 2012, UBSS intermnal
control over financial reporting was effective.

The effectiveness of UBSs internal control owver financal
reporting 2= of 31 December 2012 has been audited by Ernst &
Youwng Lid, UBS's independent registered public acoounting firm,
as stated in their report appearing on pages 219 to 320, which
expressed an wnqualified opinicn on the effectiveness of
UBS's internal control over financial reporting as of 31 December
2012.
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Income statement
Fox the year ended % change from
CHF millan, except per share data Mote niziz FTRFE]! HALID AL
Continuing operations
Inteest income E 15,968 17,568 18872 (i
leest pesesen El {9,574) (11,143) {12857} iV
Het inberest income: F 5,954 626 6215 [iF:]
Credit boss (eapensed recovery 1 1) g [ a0
Hat inbesest income after credit loss expesse 5,475 6,742 6145 3
Bt fee and commizion iscome 4 15,405 15,296 17,160 1
Hat trading income: El 3,480 4343 TATI (20)
Cohes income 5 [ 1.467 1214 (54
Total operating icome 25,443 1,708 31594 [
Fersanael expenses ] 0,757 15,634 7030 [}
eseral and administrative expesses 7 8,853 5,550 6585 =
Iiepreciation and impairmest of property asd equipment 18 g 61 aig ()
Impaismest of goodwil 17 3,030 [ [
Amorization and impaissest of istangible assess 17 106 127 17 imn
Total operating empesses 17,218 2402 4550 1]
Dperating pred) fioss) from costinuing aperations Sefoe tax 11,774 5,307 7345
Tan eopense ibesefit] 4 481 01 (409 1450
et profit/ oss) rem continuing aperations (2.23%) 4406 175
Discontinued operations
Profit fram discomtisued opesasinnes before ta [ 0 2
Tavexponse 2 o 0 [
et proit from discontinued operaticns [ 0 2
et proit o) {2.235) 4408 1756
Mt profit attribetable io son-costreling infenests ] %0 ET 1
from comtinuing operations b ] 68 3 3
from discosinued cperations o a 1
et prafit!{lozs] attributable 1o UBS sharcholders {2,511) 4138 TAS2
fo= costinuing eperations {2.811) 4120 TAS
from discontinued cperations [ 0 1
Earnings per share (CHF)
Basic samings per share 8 (0ET) 1.0 157
Diluted camizgs per stan ] {0.8T) 1.08 154

323
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Statement of comprehensive income’

Far the year eaded
CHF milfon EIRERF] AL 31210
UBS Mon-controlling
Total shareholders inkerests
Het profit/{los} (2.23%) {2,511) 76 4406 1L.T56
Other comprehensive income
Foreign currency tramslation
Faraign cemency translation movements, befose 139%) 1382) (33} a5 (400
Fareign exchange amoents: mecirsified 1o e income stalesent from equily {58) [54) B n7
Inoom tax rebating bo foeeige cunescy raredation moeements 19) [91) i) g
‘Subsotal foreign cerrency translation movements, net of ta® 1544) {311) (23} 1,014 i
Anancial investments svallable-foe-sale
Kt inrealized gainsS{kesses) os financial imsestments avaiatie-for-sale,
Eetore tax 123 ki) 1438 (L]
Impaismest chasges redassified & the income: statement from equity ] L 4] k] 12
Realized gains redasified fo fe income stalement from equity 1433 {435 50 Em
Realized losses reclatsified %o the income statement fram equity 13 15 M 153
Income t2x relating bo et usrealized gains i {loases) on fnancial nvestmeats
awalable-for-sale 0 il M6 13
Subactal net enrealived gainslossesh om financial investments. avalable-forsale,
setof tan? 4 4 ] 455 B
Cash flow hedges
Effective portion of changes in fair vales of derivative i Feigrated
25 cash flow hedges, before tax 1,74 1,714 3053 a7
Bt veafioed [gaing) Mosses reclassified fo the income statement fram egquity (1.233) 11,23%) 11,1404 11,108
noome tax eflects relating to cash flow hedges {9%) [9%5) @17 ]
Subaotal changes in i wlue of desiative irsfrements designased
25 cazh flow hesdges, net of tae’ a4 134 L] 1537 1145
Defined benedit plans
Gains/ileszes) an defined berefit plass, Befiore tax 1,023 1,023 [ERE A 14
noome tax relating bo gaise/ bosses on defined benefit plars a1 41y in (E]
Subsotal changes in gains/{losses) on defined besefit plans, net of tar’ B9 L) L] 11,8200 1m0
Property revaluation surplus
Gaing om progerty rewaluation, befoes e ] |
Income tax nelating bo gains an propery resaluation ) (i}
‘Subsotal changes in property revaluaion surphus, net of Eae’ 3 ] [}
Total other comprehensive income 489 02 (23} 1226 {1,055
Total comprehensive income (1,768) 12,00%) 243 5512 701
Tetal comprehensive income attributable 1o son-controlling inberests. 43 360 L]
Total comprehensive income stiribistable 1o UBS shareholders (2,008) 50M §052
i o s eyt o 73S0 1 g e .13 i 0 O oo K - 15 S o 1 B e
CHF 455 milion b 3011 and CF 507 millon in 20100 Other comprehensiee mmmhdmmmu
wholly attrizetable to UES shasshoiders for ip-:hp:-ﬁ“
324
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Balance shest
% change from
CHF milfan Mot EiRFAF EYRFAL] ALk Hiazn
Asonts
Cach and balances with aesteal Banks 66,35 &0 638 26515 63
e from basks ] 1,230 13 HA 17,133 =
Cach oollateral on securities bomowed 10 mn 58 753 B2 454 [E]
Rerverse repurchase agrecments 10 130,541 21350 142,750 [E<]
Trading partiolo st 12 160,581 181,525 228 RIS {11}
o whhich: aszves pldiped 2 colltwal whvch avay be sold or raplociged
by countespartiv: » 44808 39,905 1,35 12
Peeitfer: replacement walues 25 418,009 ARG Sp4 401,146 {14
‘Cazh collateral remivables on deraties irtru=mb 10 0412 4130 £l | |26)
Finandal sxsets desigeated at fair value 12 9,108 10,336 5504 [ ]
Lizares 9 179,901 266,604 262877 1
Finasdal isvestmests asilable-for-sale 14 66, 35 83174 T4, 6 25
Aeerusdincome and prepaid expenses 083 6327 5455 [P
Imest=ents in avsocabes 15 50 ] 785 e |
Proparty and squipment 18 004 608 5 AR7 ]
Goodwill and intangible et 17 B, 451 655 98¥ [EE]
[Defermd b st 4 8142 9627 10,152 {15
Orhesr assets 18 11,085 9,185 19,506 21
Total assets 1,256,202 1,816,962 1314813 {11}
Liabilities
[ 1o banks 12 3,034 3031 41,450 (24
Cash collateral on securities lent 10 9,203 8136 6651 12
Ragmchict st 18 1w 182,478 1475 3
Trading partolo kil 12 EERE] 3480 54575 {1
Negatrer replacement walees % 398,070 4T3 400 393,162 im
‘Lash collateral payables on derivative instruments 10 148 &7 114 58524 L]
Fnancal labilfies designated af fir value il 92,878 BEoa) #00, 756 4
e 1o cestomens 12 3N, 852 347 405 332301 9
Morrued expenses and defemed income [N 6850 T [1]
Dot issund Fil 104,658 120617 12021 {26)
Prowismans FLl FRL: ] 1,628 1.4 55
{rhe iabilities 2 59,902 62,784 B2ET4 [H1]
Total llakbilithe: 1,200,983 1364007 1,366,042 {11}
Equity
Shears caitl m m m ]
Treasury shares 1,071) i1, 160) (6543 [
Equity classified as obligagion to puschase own shases 37 [EE] (2H [£]
Retane eamings 21,2M 23742 19,604 {11
Cusmubative net income rosgrized diectly in squiy, aet of tax {8, 30%) {3.011] {9,345} &
Equity atiributable to URS sharshalders 45,495 £853) 437TH (4]
Equity attribesable 10 non-tostrollng intirests 4,353 4,406 5,043 i
Total squlty 50,248 52,608 8770 [0
Total llabiities and equity 1,259,252 1,816,562 1314813 {11)
i
E¥ L 4
£
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Statement of changes in equity

CHF milfan

Balance a5 of 1 January 2010 before the adaption of LAS 198
Effect of adoplion of 145 198"

Balance a5 of 1 January 2010 after the adoption of 1AS 19k
Esuanoe of sham cpital

Meneisfinn of reasury shanes

Disposition of tressury shares

Treazury share losses) and et premiem /i discoent) an
berpe fop e

Premius om shares ssued and warrants exerdsed

Emplopee share and shave apticn plans

Ta feopemze)benefit recognized in stame presium?

Trareaction ooty refated fo shane msuences, ned of B

Dvcends

Equity classified as obligation to purdhase own shaes — movements
Prefersed secusties

Mew consolidations and offer iscresses | {dooreane]
Decomolidations and other decreases

Tetal comprehensave income for the year recognized in equity
Balance as of 3 December 2010

Ezuanoe of shamw capital

Mcnuisition of treasury shanes

Dispositios of tressury shares

Treasury share gains/{losses) and reet premiem /| discosnt) an
cam Bquity deceative actvily”

PFremiums om shanes issued and warrants exercised

Employee share and shave apsion plans

Tan fespesse)benedt recognized in shane presium?

Trareaction oosss related 8o share suances, net of tax

Dividends

Equity classifind ax ohigation %o pueckase own shaes — =ovements
Prefersed secusties

Mew consolidations and offer iscresses | {dooe ]

Deconelidations and other &

Total comprehensive inoome for the year recognized in exquity
Balance a5 of 3 December 2011

Ezuanoe of sham cpital

Mrrisiginn of mesury shanes

Disposition of tressury shares

Treasury share gains,{losses) and ret premiem /| disooent) an
AT Equity drsvatiee activity

Premius om shanes ssued and warrants exerdsed

Emplopee share and shave apticn plans

Tan fespemselbenedt recognized in stame presium

Trareaction oo related fo shane suances, ned of B

Diviends

Equity classified as oblig LT,
Prefemed secuities

Mew consofidations and ofter iscreases f{dereans)
Decomsolidations and other decreases

Total comprehensive income for the year recognized in equiby
Balance as of 31 December 2012

own shases

Share capilal thare peemium
138 34,824

123m
2n
1104

(LI E]

1125

LE]

kL ] 34,814

L]

128
1457)

i

84 33,8598

Teavary shares
1,040}

11,040}

(1,574
1,860

(2,435
1,549

{1,180}

{1, 2084
1,486

11,071}

Eq.li'l;'_ch:ﬂd
2 obligation to
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pueckase own shanes  Retsired earsings

i2)
i

52

29)

(a7

11,910
M2
12,152

1452
15,604

4138
3742

[2,511)
1,21

Reer b other o mae Irlzireation with
e ”'“‘““‘“"”““‘““Ew-.““ﬁu:'m,mmmmq,
m 1 amizatable

shaes (THF 92 rﬂhﬂlﬂdﬁ?ﬂi g and herlging acvities of the Investrent Eank ae ReSEREs B aoictions. @ Aelieds the poymer of
reserve o LES &G iParert B2k,

Tieasy

hlu‘hmvhﬂ et In share
acmeed In S St of &

CHF 080 per share of EHF u.mprm o cpital

36
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Equity attributable to non-controlling interests
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For e year ended

CHF milfion 311212 ERFR ] EIRERL]
Preferred securities’
Balance at the beginning of the year 4,354 £507 1K
Bedemptions? (] (aazy (2622
Fanzign cemency transtation (e} 134 s
Balance at the end of the pear 4,311 4355 4507
Grther non-condrolling Inferests at the end of the year [+ 47 136
Total equity attributable to non-contralling interests 4,353 £ 406 5043
| Increases a9 obseting deoes due o Shiderd pagmem obilgaions ane esdused fom thks tadke.  © Sy | amut trarstaed af She hishoic copEy STTaRgE e

Far the year endpd % change from
Mumber of shaves LR FAF IAEN A0 2.1
Shares sued
Balance at the beginning of e year 3852121899 3830820 513 ERAS R L 1]
Esusnce of thames 3,128,384 1,281,306 ITLIIT.TED 184
Balance at the end of the year 3,835 750,253 3832,121,859 3830880513 L1}
Treaswury shares
Balance at the beginning of e year B84, 955 551 38,897 031 x7.5538m2 118
Arqeisitione 114,202,481 155,636 639 106,824 816 12m
Dispositions (111, 368,431) (109,572 179) {104, 485 E5T) 2
Balance at the end of the year BT, 879,801 84,955, 951 8,p97 031 3

Conditional share capital

As of 21 December 2012, 145,510,992 additional shares (31 De-
cember 2011: 148,639,326 shares) could have been issued to
furd UBSs employes share opfion programs. Further conditional
capital of up to 100,000,000 shares was available in connection
with an arrangement with the Swiss Mational Bank (SME). The
SME provided a loan to a fund owned and controlled by the SNE
{the SNB StabFund), to which UBS transfemed certain dliguid secu-
rities and other positions. As part of this arrangement, UBS grant-

328

ed warrants on shares o the SMB and these warrants become
exercisable if the SMB inowrs a loss on its loan to the SMEB Stab-
Fund.

Further on 14 April 2010, the Annual Gemeral Mesting of
UBS AGS (Parent Bank) shareholders approved the creation of con-
ditional capital to a maximum amount of 380,000,000 shares for
conversion rights/warrants granted in connection with the issu-
ance of bonds or similar finandal instruments. These positions are
shown as conditional share capital in UBS AGS (Parent Bank)
disclosure.
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For e year ended
CHF milfion 314212 A 3.i210

Inco=e taams paid, et of nefusds [261) {345 (458
Het cash flow fram {{used in} operating activities 67,050 (4241) 13,5

Cash flow from /(e in) investing sctivities
Purchase of subsidias Sates and jhic assets (1} Sey 5

{13 8465

et cash flow fram/ (used in) investing sctivities (14,831} 1817 4067

Cash flow from [ (used in} finandng activities

[Dsdends paid tn/ decrease in non-controlling imenests
Het cash flow fram/ {used in) Hnanding activitles
1 In 2003, the estimation of e efects of {zreign canency ransiation on the saevent of cash lows was rebned, This change [n estman resuted |0 e csh Sows fren s In) opemtng m“#ﬂﬁ

1.8 billion {reconded b Onher et from {used i) At CHF 0.5 bllhan, oo fased Inj inancing activides CHF 1.4 Elion and the amanis presinal

line: Femn Effects of e “hhmnm&thmﬁmd-m:ﬂmthmnmmmm
e by elminang the eimates farign camency effeds from indiizial balance sheet movETsTRs RRGented onder Het Qaoeas)idemeass i Az and kazities and refkcting thess within (5w et
adusmments, for whith compantss have beensisined. - Inoioces dvizends reosfved hem smwcites 3 Incdes e cash Infoes from saks and matures of CHF B 796 milan and g cash cuflows Tiem pur
chasiesof O4F 7,422 millizn sedaed toae Weath Maragenent Amenicas” avala ble-for @i potfolio, Gt net cash cutflows of CHF 15,320 millan almost ety reaied o oo muthoa ey potfolo of uencembered,
fighvqualing short-tem aswmi

Table continues on the next page.

329

Fnancial information

2771465



EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

Financial information
Consolidated finandal statements

Statement of cash flows (continued)

Table continued from previous page.

For tie year ended

CHF milfion 31212 EARFR]] EIRFRL)
Effects of exchange rate differences (673) 12,1254 {12,181)
et increase! (decrease) in cash and cash equivalents 13,508 EETR T
(Cash and cash eqeivalents at the beginning of the year BS.E12 18534 72858
Cash and cash equivalents af the end of the year 99,118 85612 Taaa4
Cash and cash squivalents comprise:

Cohangbseswit @esaltonis s wsm 2319
kvt NPT A, 350 710
Due fram basks™ 28, 354 41,074 35885
Total 99,118 BEA12 79934
Additional information

Mt cash fiow from flzsed in] cperating acities include:

Cash ﬁndn&ﬁﬁrﬁumwimimfmtmdmiﬁ’ 1,430 1343 1,355

1 Manry market paper I Inchuded In S balanoe sheet under Tiading porifolo sssets {31 Deosmber 3013 CHF 3,192 millon, 30 December 201 1= CHF 1,783 millon) and Fnandal investmenis avliable-A-sale
{31 Decersber 2002 CHF 2,150 milben, 31 Decersber 3018 CHF 2107 millonl. 2 Inchides posbans In e balonce sheet under e from banks (31 Decersber 3012: CHF 15,561 millon, 31 Decomber
2011 CHF 18,723 relllae) aned Ced colmel recebaiies o derhative Instruments wiss bank (21 Decereber 712 CHF 12,392 millon, 21 Decereber 70171: O4F 22,341 millon, refer io Koke 10}

1 Includies dviendk reeived from amooiaies {3012 CHF 37 milkae, 3091: CHF 28 million, 2010: C5F 19 milkan) repamsd within izt flow e e in) imesting acstie.

Significant non-cash investing and finandng activities

Mo significant items for 2012, 2011 and 2010.
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Notes to the consolidated financial statements

Mote 1 Summary of significant accounting polices

a) Significant accounting polices

The significant accounting policies applied in the preparation of
the consclidated financial statements of LBS ithe “Finandal State-
ments”} are described in this note. These polides have been con-
sistently apphied in all the years presanted unless otherwise stated.

1) Basis of accounting

UBS AG and its subsidiaries ("UBS" or the “Group™) provide a
broad range of finandal services including: advisory services,
undarwriting, financing, market-making, asset management and
brokerage on a global level, and retail banking in Switzerdand. The
Group was formed on 29 June 1998 when Swiss Bank Corpora-
tion and Union Bank of Switzerland mergad.

The Financial Stztements are prepared in accordance with
International Financial Reporting Standards (FAS), as isswed by
the International Accounting Standards Board (145B), and are pre-
sented im Swiss francs (CHF), the currency of Switzerland where
UBS AG & incorporated. On 7 March 2013, the Financial State-
ments were authorized for issue by the Board of Directors. Con-
solidated financial statements are prepared wsing uniform
accounting polides for similar transactions and other events.
Trarsactions and balances between Group companies are elimi-
nated.

Disdosures incorporated in the “Risk., treasury and capital
management” saction which are part of these finandal state-
mients are marked as sudited. Thess disclosures relate to require-
mients under IFRS 7 Anandal instruments: Disclosures and LAS 1
Presentatian of Financial Statements and are not repeated in the
“Fmancial information — consolidated financial statements™ sec-

tion.

2} Use of estimates in the preparation of the Finandal Statements
In preparing the Finamcial Statements in conformity with IFRS,
management is required to make estimates and assumptions that
affect reparted income, experses, assets, liabilties and the disclo-
sure of contingent assets and liabilities. Assessing available infor-
mation and the application of judgment are necessary elements in
making estimates. Actual results in the future could differ from
such estimates, and such differences may be material to the F-
nandal Statements. Estimates and their underlying assumpticns
are reviewved on an ongoing basis. Any revisions to estimates re-
sulting from these reviews are recognized in the period in whidh

The following notes to the Finandal Statements contain infor-
miation about those aress of estimation uncertainty considered o
require critical judgment in applying those accounting policies

that hawe the mast significant effect on the amounts recognized
in the Financial Statements: Mote 11 Allowances and provisions
Tor credit fosses; Note 17 Goodwill and intangible assets; Note 23
Mote 27 Fair value of finandal mstruments; Note 293 Measune-
ment categonies of finandal assets and financial labidites; Note 30
Pension and other post-employment benefit plans, and Note 31

3) Subsidiaries
The Finandal Statements comprise those of the parent company
{UIES A5) and its subsidiaries, induding controlled special purpase
entitias [SPEs), presanted 2= a single economic entity. UBS contrals
an entity when it has the power to govern the financial and cper-
ating policies of the entity. Generally this i indicated by a diract
shareholding of more than one-half of the voling rights. Subsid-
iarie=, incuding SPEs that are controlled by the Group, are con-
solidated from the date control is transferred to the Group and
are deconsolidated from the date control ceases.

Equity attributable fo non-condroliing interests is presented on
the consolidated balance sheet within equity, and is separate from
equity atiributable to UBS shareholders.

Special purpose entities

The Group sponsors the formation of SPEs and interacts with mon-

sponsored SPEs for a variefy of ressons in order to accomplish

certain narmow and well-defined cbjectives. Many SPEs are estab-
lished as bankruptcy remote, meaning that only the assets in the

SPE are available for the benefit of the investors in the SPE and

such investors have no other recourse to UBS. SPEs, including

trusts, are consolidated when the substance of the relationship
betwesan the Group and the SPE indicates that the SPE = con-

trolled by the Group. The following droumstances may indicate a

relationship in which, in substance, UBS controls and consaquent-

Iy consolidates the SPE:

— the activities of the SPE are baing conducted cn behalf of UBS
according o its specific business needs, so that UBS obtains
benefits from the SPEs operations;

— LUBS has the decsion-making powers to obtain the majority of
the benefits of the activities of the SPE cr, throwgh setting up
an “autopilot” mechanism, UBS has delegated these decision-
miaking powers;

— LB has rights to obtain the majority of the benefits of the SPE
and, therefore, may be exposed to risks assodated with the
activities of the SPE; ar

EE]

279/465

Fnancial information

oOoOooodn



Financial information
Motes to the consolidated finandal statements

EDINETOOOO

00000000000 0O(E05852)

Mote 1 Summary of significant accounting polidies (continued)

— LUBS retains the majority of the residual or ownership risks re-
lated to the SPE or its assets inorder to obiain benefits from its

ZPEs that are establiched to facilitate dients holding invest-
meants are structures that allow one or more dients to invest in
specific assefs or risk and reward profiles. Typically UBS will
receive service and commission fees for the creation of the SPEs,
or for its senvices as investment manager. custodian or in some
other capacity. Some of these SPEs are single-investor or family
trusts while others allow multiple investors fo invest in 2 diversi-
fied asset base through shares, notes or cerfificates. The majority
of UBSs SPEs created for client investment purposes are not
consolidated. Howewer, UBS will consolidate such SPEs when a
control relationship exsts - for example when UBS absorbs the
majority of the risks and rewards, or when UBS has unilateral
liguidation rights.

ZPEs used for securitization are established when UBS salls -
sets {for example, a portfolic of loans) to an SPE or fadlitates the
purchiase of assets on behalf of an SPE, and the SPE in turn sells
interests in the assets as securities to investors. Consolidation of
these SPEs depends mainly on whether UBS retains the majority of
the risks and rewards of the assets in the SPE. UBS dioes not con-
solidate SPEs used for securitization if it has no control over the
assets and if it mo konger retains any significant gain or loss expo-
sure o the income or imvestment: returns on the assets sold to the
SPE, or the proceeds of their liguidation.

ZPEs used for credit protection are established so as to transfer
the credit risk on single names or portfolios, which may or may
not be held by UBS, o one or more imvestors. UBS generally con-
solidates SPEs that are used for credit protection when, for in-
stance, UES receives funding from the SPE or has unilateral Bqui-
daticn rights.

Employee benefit trusts are wsed in connection with share-
based payment arrangements and deferred compensation
schemes. Such trusis are consolidated when the substance of the
relationship between LIBS amd the entity indicates that the entity
is controlled by UBS.

UBS continuously evaluates whether triggering events reguire
the reconsideration of consolidation decisions that were first
made at inception of its imvohement with any particular SPE. This
is especially relevant for securitization vehides. Triggering events
are usually caused by restructuring, the vesting of potential rights
and the acquisition, disposal or expiration of interests in the SPE.
SPEs may be consolidasted or deconsolidated depending on the
facts and circumstances of any change.

Business combinations

Business combinations are accounted for using the acguisition
method. As of the acquisition date, UBS recognizes the identifi-
able assets acguired and the Ezhbilities assumed at their acquisi-
tion-date fair values. For each business combination, LIBS mea-

33z

sures the non-controlling interests in the acquiree (being present
owmership interests providing entittement to & proportionate
share of the net assets of the acquires in the event of liguidation)
either at fair value or at their proportionate share of the acquiree’s
identifizble net assste

The cost of an acguisition is the aggregate of the assets trans-
femred, the liabilities incwrred to former owners of the acquiree and
the equity instruments issued, measured at acquisition-date fair
wakses. Acquisiion-related costs are expensed as mcurmed. Any
contingent consideration that may be transferred by UBS i recog-
nized at fair value at the acquisition date. i the contingent consid-
eration is dassified as an asset or Eability, subsequent changes in
the fair value of the contingent consideration are recognized in the
mcome statement. if the contingent consideration is dassified as
aquity. it is not remeasured untl it is finally ssttled.

Any excass of the aggregate of the consideration transferred
and the amount recognized for non-controlling interests over the
ret identifiable assets acquired and liabilities assumed is consid-
ered goodwill and 5 recognized a5 a separate asset on the bal-
ance sheet, initially measured at cost. f the fair value of the net
assets of the subsidiary acquired exceeds the aggregate of the
consideration transferred and the amount recognized for non-
controlling interests, the difference is recognized in the income
statermant on the acquisition date.

4} Associates and jointly controlled entities

Investments in entities in which UBS has significant influence, but
not control, over the financial and operating polides of the entity
are classified as imvestments in assooates and accounted for un-
der the equity method of accounting. Normally, significant influ-
ence is indicated when UBS owns bebween 20% and 50% of a
company's voting rights. Investments in assodates are initially re-
corded at cost, and the camrying amount is increzsed or decreased
after the date of acquisition to recognize the Group's share of the
investes’s met profit or boss (induding met profit or loss recognized
directly in equity). Interests in jointly controlled entities also are
accounted for under the equity method of accounting. A jointhy
controlled entity is subject to a confractual agreement between
UBS and one or more third parties, which establishes joint control
over its economic activities. Interests in jointly controlled entities
are dassified zs investments in associstes on the balance sheet
and for disdaosure purposes.

If the reporting date of an associate ar joint venture & different
to UIBS's reporting date, the most recently available finandal state-
ments of the assocate or joint venture are used to apply the eg-
wity method. Adjustments are made for effects of significant
transactions o events that may ooour bebween that date and the
UBS reporting date.

Investments in associates and interests in jointly controlled en-
tities are dassified as “held for sale” if their carrying amount will
be recovered principally throwgh a sale fransaction rather than
throwgh continuing use — refer to item 29.
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Mote 1 Summary of significant accounting polidies (continued)

5) Recogrition and derecognition of finandal instruments

UBS recognizes finandal instruments on its balance sheet when
the Group becomes a party to the contrachual provisions of the
instruments. UBS acts as frustee and in other fiduciary capacities
that result in the holding or placing of assets on behalf of indi-
viduals, trusts, retirement benefit plans and other institutions. Un-
less the recognition oriteria for the assets are satsfied, these as-
sets and the related income are exduded from UBS's financdial
staternents, as they are not assets of UBS.

Finarcial assets

LIBS enters into certain transactions where it transfers financial assats
recognized on its balance shaet but retains either all or a portion of the
risks and rewvards of the trarsferred finandal assets. If all or substan-
tially all risks and rewrards are retained, the transfarred financal assats
are not derecognized from the balanca sheet. Trarsactions where
transfers of financial assets result in UBS retaining all or substantizlly
all risks and rewards include securities lending and repurchase trans-
actions described under items 13} and 14). They abo inchede trans-
actions whese financial assets ara sold 4o a thind party together with a
total return swap that results in UBS retaining all or substantially ail
risks and revards of the transferred assets. These types of transactions
are @ooounted for as secured financing transactions.

In fransactions where substantially all of the risks and rewards
of ownership of a financial asset are neither retained nor trans-
ferred, UBS derecognizes the financial asset if control over the as-
set is surrendered. The rights and obligations retained in the trans-
fer are recognized separately as assets and liabilites, respectively.
In transfers where control over the financial asset is retained, the
Group continues o recognize the asset to the extent of its con-
tinuing irvolvement, determined by the extent to which it is ex-
posed fo changes in the value of the transferred asset. Examples of
such transactions incude written put options, acquired call op-
tions, or other instrumants linked to the performance of the asset.

For the purposes of the Group's disclosuras of transferred finan-
cizl assets, a financial asset is typically considered to have been
transferred when the Group a) transfers the contraciual rights o
receive the cash flows of the financial asset or b) retains the con-
tractual rights to receive the cash flows of that assat, but assumes
a contractual obligation to pay the cash flows.

Where financial assets have bean pladged 2= collateral or in
similar arrangements, they are considered to have been trans-
ferred if the counterparty has received the contractual right to the
cash flows of the pledged assets, as may be evidenced, for ex-
ample by the counterparty’s right to s&ll or re-pledge the ass=is.
Where the counterparty to the pledged finandal assets has not
recerved the confractual right to the cash flows, the assets are
considered pledged, but not transferred.

Finarcial liabilities
UBS derecognizes a financial lizbility from its balance sheet when
it: is extinguished, i.e., when the chligation spedfied in the con-

tract is discharged, cancelled or expired. When an existing finan-
cial lizbility is exchanged for @ mew one from the same lender on
substantially differsnt terms, or the terms of an existing lisbility
are substantially modified, such an exchange or modification =
treated as the derecognition of the original liability and the recog-
nition of a rew liability with any difference in the respective carry-
ing amounts being recognized in the income statement.

15} Determination of fair value

Fair value is the amount for which an asset could be exchanged or
a lizhility setfled bebween knowledgeable, willing parties in an
armi’s length transaction. Determination of fair value is considered
a critical accounting policy for the Group and further details are
disclosed in Mote 27.

7) Trading portfoclio assets and liabilities

Mon-derivative finandial assets and lishilities are dasified at ac-
quisition as held for frading and presented in the trading portfolio
if they are a) acquired or incurred principally for the purpose of
zallimg or repurchasing in the near term; or b) part of a portfolio
of identified financial instruments that are managed together and
for which there is evidence of a recent actual pattern of shaort-
term profit-taking.

The trading portfolic includes non-derivative financial imstru-
ments (induding those with embedded derivatives) and commiod-
ities. Financial instruments which are considered derivatives in
their entirety generally are presenied on the balance sheet ==
Positive replacement values or Negative replscement values (refer
to itern 15)1. The trading portfolio inchudes recognized assets and
lizbilities relating to proprietary-, hedging- and dlient-related busi-
ness {refer to Mote 12 for more details).

Trading portfolic assets indude debt instruments (including
those in the form of securities, money market paper and traded
corporate and bank lcans); equity instruments, assets held under
unitlinked contracts and predous metals and other commodities
owned by the Group ("long™ positions). Trading portfolic Ezbili-
ties indude obligations to delver finandal instruments sudh 2
debt and equity instruments which the Growp has sold to thind
parties, but does mot own (“short™ positions).

Aszets and liabilities in the trading portfolic are measured at
fair value. Gains and |csses realized on disposal or redemption of
thess assets and lizbilities and unrealized gains and losses from
changes in the fair value of these assets and liabilties are reported
as Met trading income. Interest and dividend income and expenss
on thess assets and liabilities are induded in Interest and daidend
income or interest and dividend expense.

The Growp uses settlement date accounting when recognizing
assets and liabilities in the trading portfolio. From the date a pur-
chase trarsaction is entered into (frade date) until setflement
date, UBS recognizes any unrealized profits and losses arising
from remeasuring the transaction to fair value in Met rading
income. The corresponding recsivable or payable is presented on

333

281/465

Fnancial information

oOoOooodn



Financial information
Motes to the consolidated finandal statements

EDINETOOOO

00000000000 0O(E05852)

Mote 1 Summary of significant accounting polidies (continued)

the balance sheet as a Positve replacement walue or Negative
repiacemant value, respectively. On settlement date, the resulting
financial assat is recognized on the balance sheet at the fair value
of the consideration given or received plus or minus the change in
fair value of the contract since the trade date. From the trade date
of a sales transaction, unrealized profits and losses are no longer
recognized and, on setflement date, the asset is derecognized.

Trading portfolio assets transferred to external parties that do
not qualify for derecognition {refer to tem 5} and where the
transferes has obiained the right to sell or repledge the assets are
dassified on the UBS balance shest 2= Trading portifolio assets and
identified as Trading portfolic assets pledged as collaterall Such
assets continue to be measured at fair value.

8) Finandal assets and Financial lisbilities designated at fair value

through profit or loss (“Fair Value Option™)

A financial instrument may be designated at fair value through

profit or loss only at mception and this designation cannot be

changed subsequently. Financial assets {refer to Mote 13} and

financial lizbilities (refer to Mote 20) designated at fair value are

presented on separate lines on the face of the balance sheet There

are restrictions as to when the fair value option can be applied. The

conditions for applying the fair value option are met when:

— the fimancial instrument is a hybrid instrument which indudes
an embedded derivative; or

— the finandal instnement is part of a portfolio whidh is risk man-
aged on a fair value basis and reported to senior management
on that basis; or

— the application of the fair value option eliminates or signifi-
cantly reduces an accounting mismatch that would otherwise
arise.

UBS has used the fair value option to designate most of its &-
sued hybrid debt instruments as Fnandial liahilities designated at
fair value through profit or loss, on the basis that such finandal
instruments indude embedded derivatives or are managed on a
fair value basis. Such hybrid debt instruments predominantly in-
dude the following:

— Cradit-linked bonds ar nates: linked to the performiance {cou-
pon and/for redemption amount) of single names (such as a
company or a country) or 3 basket of reference entities

— Eguinlinked bonds ar notes: linked to a single stock, a basket
of stodks or an equity index

— Rates-linked bonds or notes: linked to a reference interest rate,
interest rate spread or formula

The fair value option is applied to certain loans and loan com-
mitments, otherwise acoounted for at amortized cost, which are
hedged predominantly with credit derivatives. The application of
the fair value option to the loans and boan commitments reduces
an acoounting mismatch, as the credit derivatives are accounted
for as derivative instruments at fair value through profit or loss.

334

In order to reduce an accounting mismatch, UBS has applied
the fair value opfion to cartain structured |oans and reverse repur-
chase and securities borrowing agreements which are part of
portfolics managed on a fair value basis.

Sirrilarly, the fair value cption is applied to assets held to hedge
deferred cash-settled employee compensation awards, in order to
reduce an acoounting mismatch that would arse due 4o the lisbil-
ity being measured on a fair value basis.

Fair value changes related to finandal instruments designated
at fair value through profit or loss are recognized in Net frading
income. Interest income and interest expense on finandal assets
and lizbilities designated at fair value through profit or loss are
recogrized in interest income on financial assets designated at
fair value or Interest expense on financial labilities designated ar
fair value, respectively (refer to Note 3).

LBS applies the same recognition and derecognition prindples
to financial instruments designated at fair value as to finandal
instruments in the trading portfolio (refer to iterns 5) and 7).

9} Finandal investments availzble-for-sale

Financial investments svailable-forsale are non-derivative finan-
cial assets that are not classified as held for trading, designated at
fair walue through profit or loss, or loans and receivables. They are
recagnized on & setdement date basis.

Financial investments available-for-sale include debt securities
held as part of the liguidity reserve {mainly ssued by government
and government-controlled institutionsk; strategic equity inwest-
ments; certain mvestments in real estate funds; certain equity in-
struments, including private equity imvestments; and debt instru-
menis and non-performing boans acquirad in the secondary market.

Financial investments available-for-sale are recognized mitially
at fair value less direct transaction costs and are measured subsa-
quently at fair value. Unrealized gains and losses are reported in
Fquity, net of appbcable income taxes, until such investments are
sold, collecied or otherwise disposed of, or until any such invest-
ment is determined fo be impaired. Unrealized gains before tax are
presented separately from unrealized losses before tax in Mote 14.

For monetary instruments (such as debt securities), forsign
exchange translation gains and |osses determined by reference
to the instrument’s amortized cost basis are recognized in Net
trading income. Foreign exchange trarslation gains and losses
related #o other changes in fair value are recognized in Other
comprehensive income. Foreign exchange translation gains and
losses associated with non-manetary instruments (such as equity
sacurities) are part of the overall fair value change of the in-
struments and are recognized directly in Other comprehensive
incame.

Interest and dividend income on finandial investments avail-
able-for-sale are induded in Interest and dividend income from
financia! investments available-forsale; interest income is deter-
mined by reference to the instrument’s amortized cost basis using
the effective interest rate (EIR).
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Mote 1 Summary of significant accounting polidies (continued)

On disposal of an imvestment, any related accumulated unreal-
ized gains or kosses included in Equity are transferred to the In-
come staternent and reported in Other income: gains or losses on
disposal are determined using the average cost method.

At sach balance sheet date, UBS assesses whether thers are
indicators of impairment of an available-for-sale investment. An
available-for-sale investment = impaired when there is objective
evidence that, as a result of one or more events that ocourred af-
ter the initial recognition of the investment, the estimated future
cash flows from the imestrment have decreased. A significant or
prodonged decling in the fair value of an availsblefor-sale equity
instrument below its original cost is considered objective evidence
of an impairment. In the event of a significant dedline in fair value
belowy its original cost {20%) or a prolonged dedline (six months),
an impairment is recorded unless facts and dircumstances dearly
indicate that this information, on its own, is not evidence of an
impairment.

For debt imvestments, objective evidence of impairment in-
dudes significant financial difficulty for the issuer or counterparty;
default or delinguency in interest or princdpal payments: or prob-
ahility that the bormower will enter bankruptoy or financial reorga-
nization. if a finandal investment available-for-sale is determined
to be impaired, the related cumulative net unrezlized loss previ-
ously recognized in Equity is included in the income statement
within Other income. For equity instruments, amy further loss is
recognized directly in the income statement, whereas for debt
instruments, any further loss is recognized in the income state-
ment only if there is additional objective evidence of impairment.
After the recognition of an impairment on a financial investiment
availzhle-for-sale, increases in the fair value of eguity instruments
are reported in Equity and increases in the fair value of debt in-
struments up to amortized cost in original currency are recog-
nized in Cther income, provided that the fair value increase is re-
lated to an event ocourring after the impairment loss was
recorded.

UBS applies the same recognition and derecognition principles
to finandal assets available-for-sale as to finandal instruments in
the trading portfolio frefer to iterns 5) and 7)), except that unneal-
ized gains and |ceses between frade date and settlement: date are
recognized in Equity rather than in the income statement.

10) Loans and receivahles

Loans and receivables are non-derivative finandal assets with

fixed or determinable payments that are mot quoted in an active

miarket, not classified as held-for-trading. not designated as at fair

value through profit and loss or availablefor-szle, and are not

assets for which the Group may not recover substantially all of its

initizl met investrent, other than because of a credit deteriora-

tion. Fimancial assets dassified as loars and receivables indude:

— onginated loans where funding is provided directly to the
bomower, participation in a loan from ancther lender and
purchased |oans;

— sacurities which are classified a5 loans and receivables at acqui-
sition date, such as auction rate securities;

— =acurities previcusly in the trading portfolio and redassified to
loans and receivables (refer to Note 230

— lpans such as leverage finance lcans previously in the trading
porticlio and redlassified to loans and receivables (refer to
Mote 29b).

For an cverview of the accounting for financial assets dassified
as loans and receivables, refer to the measurement category
Financial assets at amortized cost presented in Mote 29,

Loans and receivables are recognized when UES becomes a
party to the contrachual provisions of the instrument, which is
when funding is advanced to borrowers. They are recarded ini-
tizlly at fair value, based on the amount provided to originate or
purchase the loan or receivable, together with ary tramsaction
costs directly attributable to the acquisition. Subsequently, they
are measured at amortized cost wsing the EIR method, less allow-
ances for impairment {refer o item 110

Interest an loans and receivables is induded in intarest sarmed
an loans and advances and is recognized on an acorual basis. Up-
front fees and direct costs relating to lean origination, refinanding
or restructuring as well as to lcan commitments are generally de-
ferred and amortized to interest samed on loans and advances
aover the life of the loan using the EIR method. Where no loan &
expected to be advanced, any fees are recognized as follows:

— For loan commitments that are not expected to result in a lcan
being advanced, the fees are recognized in Commission in-
come over the commitment period.

— [For loan syndication fees where UBS does not retain a portion
of the syndicated loan, or where UBS does retain a portion of
the syndicated laan at the same effective yield for comparable
risk as other partidpants, fees are oedited to Commission
incame when the services have been provided.

Presentation of receivables from central banks

Deposits with central banks which are available on demand are
presentad on the balance sheet as Cash and balances with central
banks. Al longer dated receivables with central banks are pre-
sented under Due from banks.

Finarcial assets reclassified to [oans and recaivables

‘When a financial asset is reclzssified from held for trading to loans
and receivables, the finandal asset is reclassified at its fair value on
the date of redassification. Any gain or loss recognized in the in-
come statement before redassification is not reversed. The fair
value of a finandal asset on the date of redassification becomes
its cost basis going forward. Im 2008 and 2009, LS determined
that certain financial assets dassified as held for trading were no
longer held for the purpose of salling or repurchasing in the near
term and that the Group had the intention and ability to hold
these assats for the foreseeable future, considered to be 2 period
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Mote 1 Summary of significant accounting polidies (continued)

of approdmataly twehe maonths from the redassification. There-
fore, these assets were reclassified from held for trading to loans
and recenvables. (Refer to Motes 12 and 29k).

Renegotizted loans

A renegotizted loan is defined as a loan that has been subject to
restruckuring, or for which additional collateral has been request-
ed that was not contemplated in the original contract

Typical key features of terms and conditions granted through
renegotiation to avoid default indude the provision of special in-
terast rates, postponement of interest or amortization payments,
medification of the schedule of repayments or amendment of loan
maturity. There is no change in the EIR following a renagotiation.

It a loan is renegotiated with concessionary conditions {i.e.
new terms and conditions are agreed which do not meet the nor-
mmial market criteria for the guality of the cbligor and the type of
loan) the pesition is still dassified as non-performing and is rated
a5 being in counterparty default. It will remain so until the koan is
collected or written off and will be assessed for impairment on an
indvidusl basis.

If a lcan is renegaotiated on a non-concessionary basis (e.g. ad-
diticnal collateral &= provided by the client, or new terms and con-
ditions are agreed which meet the normal market criteriz, for the
quality of the obligor and the type of loan). the loan will be re-
rated using the Group’s regular rating scale. In these circum-
stamces, the loan = removed from impaired status and therefore
induded in our collective assessment of loan loss allowances. For
the purposes of measuring credit losses, within the collective lcan
loss assessment these |oans are not segregated from other loans
which have not been renegotisted. MManagement regularly re-
views all loams to ensure that all criteria according to the loan
agreement confinue to be met and that future payments are like-
by to oocur.

& restructuring of a loan could lead to a fundamental change
in the terms and conditions of a loan resulting in the ariginal loan
being derecognized and a new loan being recognized. A change
is considered fundamental if the present value of the contrachual
cash flows (as a proportion of notional) have been dhanged by
10% or more, or there has been a significant change in the risk
profile of the instrument.

If & boan is derecognized in thesa ciroumstances, the new loan
is measured at fair value at initial recognition. Any allowance tak-
en to date against the ariginal loan is eliminated and is mot attrib-
uted to the new loan. Consequently, the new loan is not consid-
ered impaired and is induded within the general collective loan
assessment for the purpose of measuring credit kosses.

11} Allowances and provisions for credit losses

An dlowance or provision for credit losses is established if there is
objective evidence that the Group will be unable to collect all
amounts due (or the equivalent valwe thereof) on a daim based
on the ariginal contractual terms {refer to Mote 9b). A “daim”
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means a loan or receivable carried at amortized cost, or 2 commit-
ment such a5 a letter of credit, a guarantee, or another similar
instrument. Objective evidence of impairment indudes significant
financial difficutty for the sswer or counterparty; default or delin-
quency in irterest or prindpal payments; or probahility that the
lbomower will enter bankruptcy or finandial recrganization.

An allowance for credit losses is reported as a reduction of the
carryirg value of a claim on the balance sheet. For an off-balance-
sheat itemn, such as a commitment, a provision for credit loss is
reported in Other liabilities. Changes to allowances and provisions
for credit losses are recognized as a Credit loss expense.

Allowances and provisions for credit losses are evaluated at
both a counterparty-specific level and collectively based on the
following principles:

Cournterparty-specific: A loan & considered impaired when
management determines that it is probable that the Group will
not be able to collect all amounts due (or the equivalent value
therecf) based on the original contractual terms. Individual credit
exposures are evaluated based on the borrower's charactes, over-
all finandal condition, resources and payment record; the pros-
pects for support from any finandally responsible guarantors;
and, where applicable, the realizable value of any collateral. The
estimated recoverable amount is the present wvalue, using the
claims original EIR, of expected future cash flows including
amounts that may result from restructuring or the liquidation of
collateral. H a loan has a varizble interest rate, the discount rate
for measuring any impairment loss is the current EIR. Impairment
is measured and allowances for credit losses are established based
on the difference between the camying amount and the estimat-
ed recoversble amount. Upon impairment, the accrual of interest
income based on the original terms of the loan is discontinued.
The increase of the present value of the impaired loan duwe to the
jpassage of time & reported as Inferest income.

All impaired loans are reviewed and anahyzed at least annually.
Any subseguent changes to the amounts and timing of the ex-
pected future cash flows compared with pricr estimates result in
a dhange in the allowance for oedit kosses and are dhanged or
credited to Credit loss expense/recovery: An allowance for impair-
ment is reversed only when the credit quality has improved to
such an extent that there is reasonable assurance of timely collec-
tion of principal and interest in accordance with the original con-
tractual terme of the claim, or the equivalent value thereof. A
write-off &= made when 2ll or part of 2 claim is deemad uncollect-
ible or forgiven. Wiite-offs reduce the prindpal amount of a daim
amd are charged against previously established allowances for
credit losses or, if no allowance has been established previowsty,
directly to Credit loss expense/recovery: Recoveries, in part or in
full, of amounts previously written off are credited to Credit loss
Expense) recoven:

A loan is classified as non-performing when the payment of
inferest, principal or fees is overdue by more than 90 days and
there is no firm evidence that it will be made good by later pay-
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ments or the liguidation of collateral; when inschency proceed-
ings have commenced against the firm; or when obligations have
been restructured on concessionary terms. Loans are evaluatad
individually for impairment when amounts have been overdue by
miore tham 90 days, or sooner if other objective evidence indicates
that a loan may be impaired.

Collectivaly: All loans for whidh no impairment is identified at a
counterparty-specific level are grouped an the basis of the bank’s
internal credit grading system that considers credit risk character-
istics such as asset type, industry, geographical location, collateral
type. past-due status and other relevant factors, to collectively
assess whether impairment exists within a portfolio. Future cash
flowws for a group of financizl assets that are collectively evaluated
for impairment are estimated on the basis of historical loss experi-
ence for assets with credit risk characteristics similar to those in
the group. Historical |oss experience is adjusted on the basis of
current chservable data to reflect the effects of current conditions
of the group of finandial assets on which the historical loss experi-
ence is based and o remove the effects of conditions in the his-
torical pericd that do niot exist currently in the portfolic. Estimates
of changes in future cash flows for the group of finandial assets
reflect, and are directionally consistent with, changes in related
observable data from year o year. The methodology and assump-
ticrs used for estimating future cash flows for the group of finan-
cial assets are reviewed regulary to reduce any differences be-
tween boss estimated and actual loss expenence. Allowances from
collective assessment of impairment are recognized as Credit loss
expense/ racovery and result in an offset to the aggregated loan
position. As the allowance cannot be allocated to individual koans,
the loans are not considered to be impaired and interest is ac-
crued on each loan according to its contractual terms. If objective
evidence becomes available that indicates that an individual fi-
nandal asset is impaired, it is removed from the group of finandal
assets assessed for impairment on 2 collective basis and is as-
sessad separately as a counterparty-spedific daim.

Reclassiffed secuities and acquired securities camied af amor
tized cost: Estimated cash flows associzted with finandal assets
reclassified from the held for frading category to loans and recsiv-
ables in accordance with the requirements in item 10} abowve and
other similar assets acguired subseguenthy, are revised periadically.
Adverse revisions in cash flow estimates relzted to credit svents
are recognized in the income statement as Credit loss expense.
For redassified securities, increases in estimated future cash re-
ceipis as a result of increased recoverability are recognized as an
adjusiment o the EIR on the loan from the date of change {refer
to Motes 12 and 256}

12} Securitization structures set up by UBS

LUBS securitizes certain financial assets, mostly in the form of sales
of these assets to spedial purpose entities which ssue securities to
imvestors. UBS applies the policies set cut in item 3} in determin-
ing whether the respective special purpose entity must be con-

solidated and those set owt in item 5) in determining whether
derecognition of transferred finandal assets is appropriate. The
following staternents mainly apply to trarsfers of finandial assets
which qualify for derecognition.

Gaires or losses related to the sale of finandial assets involving a
securitization are generally recognized when the derecognition
criteria are satisfied and the gain or loss is dassified in Net rading
income.

Interests in the securitzed finandal assets may be retained in
the fiorm of senior or subordinated tranches, interest-only strips or
other residual interests {“retained interests™). Retained interests
are primarily recorded in Trading portfolic assets and are carried at
fair value Synthetic securitization structures typically imohe de-
rivative financial instruments for which the principles sst out in
itemn 15} apply

UBS acts as structurer and placement agent in various mort-
gage-backed securities (MBS} and other asset-backed securities
{ABS) securitizations. In such capacity, UBS may purchase collat-
eral on its own behalf or on behalf of dients during the period
pricr fo securitization. UBS then typically salls the collateral into
designated trusts upon dlosing of the securitization. In other secu-
ritizations, LBS may only provide financing to a designatad trust
in order to fund the purchase of collateral by the trust prior to
sacuritization. UBS undenarites the offerings to investors, eaming
fees for its placement and structuring services. Consistent with
the valuation of smilar inventory, fair value of retained trandhes =
initially and subsequently determined using market price quota-
tions where available or internal pricing models that utilize vari-
ables such as yield curves, prepayment speeds, default rates, loss
severity, interest rate volatiities and spreads. Where possible, as-
sumiptions based on cbservable transactions are used to deter-
mine the fair value of retained interests, but for some interests
substantially no observable information is available.

13) Securities bormowing and lending

Securities bormowing and sscurities lending transactions are gen-
erally entered into on a collateralized basis. In sudh transactions,
UBS typically bommows or lends equity and debt securities in ex-
change for securities or cash collateral. Additionally, UBS borrows
sacurities from its dients” custody accounts in exchange for a fee.
The transactions are normally conducted under standard agree-
ments employed by finandal market parficipants and are under-
takan with counterparties subject to UBS's normal credit risk con-
trol processes. UBS monitors on a daily basis the market value of
the securities received or delivered and requests or provides addi-
tional collateral or returns or recalls surplus collateral in accor-
dance with the underdying agreements.

Cash collateral recaived is recognized with a comesponding ob-
EBgation to return it (Cash collsteral on securities lent) and cash col-
lateral delivered is derecognized and a cormesponding receivabls
reflacting LIBS' right to receive it back is recorded (Cash collateral
on securities bormowed). The securities which have been transfermad
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are not recognized on or derecognized from the balance sheet un-
less the risks and rewards of cwnership are also transferred (refer to
itern SJ). In those transactions where LBS transfers cwnad securi-
ties and where the bomrower is granted the right to sell or re-pledge
the transferrad sacurities, the securities are presented on the bal-
ance sheet as Tradimg portfolic assets, of which: assets pledged as
colfateral. Securities received in a bormowing transaction are dis-
closed as off-balance-sheet items if LBS has the right 1o resell or
re-pledge them, with additional disclosure for securities that UBS
has actuzlly re-sold or re-pledged {refer to Note 28). The sale of
securities which is sattled by dalivering securities received in a bor-
rowing or kending transaction generally triggers the recognition of
a trading Eabiity (short sale). Where securities are either received or
paid in liew of cash (*securities for securities” transactions), naither
the securities received (paid) nor the cbligation to return {right to
receive) the sacurities are recognized on the balance sheet.

Interest receivable or payable for financing transactions is rec-
ogrized in the income statement on an accrual bass and is re-
corded as Inferest income or Interest expense.

14) Repurchase and reverse repurchase fransactions

Securities purchzsed wnder agreements to resell (Reverss repur-
chase agresments) and securities sold under agreements to repur-
chase (Repurchase sgreemevts) are treated = collateralized fi-
nandng transactions. Mearty all reverse repurchase and repurchase
agreements invohe debt instruments, such as bonds, notes or
maney market paper. The transactions are nomally conducted
under standard agreements employed by finandal market partic-
pants and are wndertaken with counterparties subject to UBSs
normial credit risk control processes. UBS monitors on a daily basis
the market value of the securities received or deliversd and re-
queests or provides additional collateral or returns or recalls surplus
collateral in accordance with the underlying agreements.

In a reverse repurchase agreement, the cash deliversd is
derecognized and a comesponding receivable, including accrued
interest, is recorded in the balance sheet line Reverse repurchase
agresmernts, recogmizing LUES's right to receive the cash back. Ina
repurchase agreement, the cash received is recognized and a cor-
responding obligation, induding accrued interest, is recorded in
the balance shest line Repurchase agreements. Securities received
under reverse repurchase agresments and securities deliversd un-
der repurchase agresments are not recognized on or derecog-
nized from the balance sheet, unless the risks and rewards of
ownership are fransferred. Im repurchase agreements where LUIBS
transfers cwned securities and where the recipient is granted the
right to resell or re-pledge them, the securities are presented on
the balance sheet as Trading portfolio assets, of which: assets
pledged as coflateral. Securities received im reverse repurchase
agreements are discosed as off-balance-shest ttems if UBS has
the right to resell or re-pledge them, with additicnal disdosure for
securities that UES has actually resold or re-pledged {refer to Note
28). Additionally, the sale of securities whidh is settled by deliver-
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ing securities received in reverse repurchase transactions generally
triggers the recognition of a trading liability {short sale).

Interest sarned cn reversa repurchase agreements and interest
incurred on repurchase agreements is recognized a5 interest in-
come or interest expense over the life of sach agreement.

The Group offsets reverse repunchase agreements and repur-
chase agreements with the same counterparty, maturity, currency
and Central Securities Depository (C5D) in accordance with the
relevant accounting requirements.

15) Derivative instruments and hedge accounting

Derivatives are initially recognized at fair value on the date the
derivative confract is entered into and are remeasured subss-
quently to fair value. The method of recognizing fair value gains
or losses depends on whether derivatives are held for trading or
are designated and effective 2= hedging instruments. i designat-
ed as hedging instruments, the method of recognizing gains or
losses depends on the nature of the risk being hedged.

Derivative instruments are generally reported on the balance
sheet as Positive replacement values or Negative replscement val-
wes, Derivative instruments that trade on an exchange or through a
dlearing house are generally classified as Cash collateral receivablies
on denvative instruments or Cash collatersl peyables on dervative
instruments. They are not classfied within replacement values be-
cause the change in fair value of these instruments is settled each
day through the cash payment of vanation margin. Products that
receive this treatment are futures contracts, 100% daily margined
axchange traded options, interest rate swaps transacted with the
London Clearing House and certain credit derivative confracts.
Changes in the fair values of derivatives are recorded in Net rading:
income, unless the derivatives are designated and effective as hedg-
ing instruments in certain types of hedge accounting relationships.

Hedge accounting

The Group uses derivative instruments as part of its asset and lia-
bility management activities to manage exposures particulary to
interest rate and foreign currency risks, induding exposures aris-
ing from forecast transactions. i dervative and non-derivative
instruments meet certzin criteria specfied below, they may be
designated as hedging instruments in hedges of the change in fair
value of recognized assets or liabilities {“fair value hedges™);
hedges of the variability in future cash flows attributable to 2 rec-
ogrized asset or liability, or highly probable forecast transactions
{“cash flow hedges™); or hedges of a net investment in a foreign
operation {“net imestment hedges™).

At the time a finandial instrument is designated in a hedge re-
laticnship, the Group formally documents the relationship be-
tween the hedging iretrumentis} and hedged itemis), including
the risk management objectives and strategy in undertaking the
hedge transaction and the methods that will be used to assess the
effectiveness of the hedging relationship. Accordingly, the Group
assesses, both at the inception of the hedge and on an ongoing
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basis, whether the hedging instruments, primarily derivatives,
hawe been "highly effective” in offsetting changss in the fair val-
ue or cash flows assodiated with the designated risk of the hedged
itermns. A hedge is considered highly effective if the following crite-
ria are met: a) at inception of the hedge and throughout its life,
the hedge is expected to be highly effective in achieving offsetting
changes in fair value cr cash flows attributable to the hedged risk,
and b} actual results of the hedge are within a range of 80% to
125%. In the case of hedging forecast transactions, the transac-
tiom must have a high probability of occurning and must present
an exposure to variations in cash flows that could ultimately affect
the reported net profit or loss. The Group discontinues hedge ac-
counting volurtarily, or when the Group determines that a hedg-
ing instrument is not, or has ceased to be, highly effective as a
hedge: when the derivative expires or is sold, terminated or exer-
cised; when the hedged item matures, is sold or repaid; or when
forecast transactions are no longer deemed highly probable.

Hedge ineffectiveness represents the amount by which the
changes in the fair value of the hedging instrument differ from
changes in the fair value of the hedged tem attributable to the
hedged risk, or the amount by which dhanges in the present value
of future cash flows of the hedging instrument excesd dhanges
{or expected changes) in the present value of future cash flows of
the hedged item. Such ineffectiveness is recorded in current peri-
od eamings in Net trading income. Interest income and expense
on derivatives designated as hedging instruments in effective
hedge relationships is incduded in Met interest income.

Fair value hedges

For qualifying fair value hedges, the change in the fair valua of the
hedging instrument is recognized in the income statement along
with the change in the fair value of the hedged itern that is attrib-
utzble to the hedged risk. In fair vakee hedges of interest rate risk,
the fair value change of the hedged item atiributable io the
hedged risk is reflected in the carrying value of the hedged item_ If
the hedge accounting relationship is terminated for reasons other
than the derecognition of the hedged item, the difference ba-
tween the carrying vakse of the hedged item at that point and the
value at which it would have been carried had the hedge nevar
existed (the “unamortized fair value adjusiment”) is amortized to
the income statemant over the remaining term of the original
hedge accounting relationship.

For a portfolio hedge of interest rate risk, the eguivalent
change in fair value is reflected within Other assets or Other liabi-
ities. If the hedge relationship s terminated for reasons other than
the derecognition of the hedged item, the amount induded in
Other assets or Other liabilities is amortized to the income state-
ment over the remaining term to maturity of the hedged items.

Cash flow hedges
Fair value gains or losses associated with the effective portion of
derivatives designated as cash flow hedges for cash flow repricing

risk are recognized mitizlly in Equity. When the hedged forecast
cash flows affect profit or loss, the associated gains or bosses on the
hedging derivatives are reclassified from Equity to profit or loss.

If @ cash flow hedge for forecasted transactions is deemed 1o
bbe no longer effective, or if the hedge relationship & terminatad,
the cumulative gains or losses on the hedging derivatives previ-
ously reported in Equity remain there wntil the committed or fore-
casted transactions oocur. If the forecasted transactions are no
longer expected to cocur, the deferred gains or losses are reclassi-
fied immediately to profit or loss.

Hedges of net investments in foreign operations

Hedges of net investmients in foreign operations are accounted for
similarly to cash flow hedges. Gains or losses on the hedging instru-
ment relating to the effective portion of the hedge are recognized
directly in Bquity (and presented in the statement of changes in
aquity and statement of comprehensive income under Foreign cur-
rency transiation), while any gains or losses relating to the neffec-
tive and/or undesignated portion (for example, the interest ele-
mentof a forward contract) are recognized in the income statement.
On loss of control of the foreign operation, the cumulative value of
any such gains or |osses associzted with the entity and recognized
directly in Equity;, is reclassified to the income statement.

Economic hedges which do not qualify for hedge acoounting
Derivative instruments which are transacted as economic hedges
lbut do not gualify for hedge accounting are treated in the same
way as derivative instruments used for trading purposes (i.e. real-
ized and unrealized gains and kosses are recognized in Met rading
incoma), except for the forward points on shart duration foreign
exchange confracts, which are reparted in Net interest income.
Refer to Mote 25 for more information on “economic hedges”.

Embedded dervatives

Derivatives may be embedded in other finandal instruments
{"host contracts™); for instance, the cormersion feature embed-
ded in a convertible bond. Such combinations are known ==
hybrid instruments and arise predominantly from the issuance of
certain structured debt instruments. An embedded derivative &
generally reguired to be separated from the host contract and
accounted for 25 a standslone derivative instrument 2t fair value
throwgh profit or loss, if a) the host contract is not carried at fair
value with dhanges in fair value reported in the income staterment,
b} the ecanomic characteristics and risks of the embedded deriva-
tive are not dosely related to the economic charadteristics and
risks of the host contract, and c} the terms of the embedded de-
rivative would meet the definition of a stand-slone derivative
were they contained in a ssparate contract. Bifurcated embedded
derivatives are presented on the same balance sheet line as the
fhost contract, and are shown in Note 28 in the ~Held for trading”
category, reflecting the measurement and recognition prindples
applied.

339

287/465

Fnancial information

oOoOooodn



Financial information
Motes to the consolidated finandal statements

EDINETOOOO

00000000000 0O(E05852)

Mote 1 Summary of significant accounting polidies (continued)

Typically, UBS applies the fair value option to hybrid instru-
ments (refer to itemn 8), in which case bifurcation of an embedded
derivative component i not required.

16} Loan commitmenits

Loan commitments are defined amounts {unutilized credit lines or

undrawn portions of credit lines) against which dients can bormow

money under defined terms and conditicns.

Loan commitments that can be cancelled by UBS at any time
{without giving a reason} according to their general terms and
conditions, are not recognized on the balance sheet and are
not included in the off-balance-sheet disclosures. Upon a loan
drawdown by the counterparty, the amount of the loan is ac-
counted for in accordance with Loans and receivabies (refer to
iterm 100

Irevocable boan commitments (where LUBS has no right o
withdraw the loan commitment once communicated to the
beneficiary, or which are revocable only due to automatic cancal-
lation upon detericration in a borrowers cedibworthiness) are
classified into the following categories:

— Derivative loan commitments, being loan commitments that
can be settled met in cash or by delivering or issuing another
financial instrument, or loan commitments for which there is
evidence of salling loans resulting from similar loan commit-
ments before or shartly after origination {refer to itermn 150,

— Loan commitments designated at fair value through profit and
loss (Fair value option™) (refer to item 8.

— All ather loan commitments. These are not recorded in the bal-
anice sheet, but a provision is recognized if it is probable that a
loss has been incurred and a reliable estimate of the amount of
the obligation can be made. Other loan commitments incdude
imevocable forward starting reverse repurchase and irrevocable
securities borrowing agreements. Any change in the liability
relating to these other loan commitments is recarded in the
income statement in Credit loss expense/recovery: (Refer to
iterns 11) and 273

17) Financial guarantee contracts

Financial guarantes contracts are contracts that require the isswer
to make spedfied payments to reimburse the holder for an in-
curred loss because a spedfied debtor fails to make payments
when dus in accordance with the terms of a specified debt instru-
ment. UBS issues such financal guarantees to banks, finandal
institutions and other parties on behalf of dients to secure loans,
overdrafts and other banking fackties.

Certain written financial guarantess that are managed on a
fair value basis are designated at fair value through profit or loss
{refer to itemn &)). Financial guarantees that are not managed on a
fair value basis are initially recognized in the finandial statements
at fair value. Subsequent to initial recognition, these financal
guarantees are measured at the higher of the amount initially rec-
ogrized less cumulative amortization, and to the extent a pay-
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ment under the guarantee has become probable, the present
value of the expected payment. Any change in the Bability relating
to probable expected payments resulting from guarantees is re-
corded in the income statement in Credlt loss expense/ recovery:

18) Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash
equivalents comprise balances with an original maturity of thres
months o less induding cash, money market paper and balances
with central and other banks.

19) Phiysical commodities

Physical commodities {precious metals, base metals, energy and
other commodities) held by UBS a5 a result of its broker-frader
activities are accounted for at fair value less costs to sall and rec-
ogrized within Tading portfolio assets. Changes in fair value less
costs o sell are recarded in MNet trading income.

20) Praperty and equipment

Property and eguipment includes own-used properties, invest-
ment properiies, leasehaold improvements, [T hardware, externally
purchased and internally developed software and communication
and other similar equipment. With the exception of inwestment
properties, Property and eguipment is carried at cost, less accu-
mulated depredation and impairment losses, and is reviewed pe-
riodically for impairment.

Oassificatian of own-used property

Owin-used property is defined as property held by the Group for
use in the supply of services or for administrative purposes,
whereas investment property is defined as property held to eam
rental income and/or for capital appredation. Where a property
of the Group indudes an own-used portion and an investment
portion which can be sold separately, they are separately account-
ed for as own-used property and investment property. If the por-
tions cannot be sold separately, the whaole property is dlassified 2=
own-used unless the portion used by the Group & minor. The
clasification of property is reviewed on a regular basis. When the
use of a property changes from own-used to investrment property,
the property is remeasured fo fair value and redassified as invest-
ment property. Any gain arising on remeasurement is recognized
in profit or loss to the extent that it reverses a previous impair-
ment loss on the specific property, with any remaining gain recog-
nized in cther comprehensive income and presented in the revalu-
ation reserve in equity. Any loss is recognized immediately in
profit or loss. When an investment property is redassified as cwn-
used property, its fair value at the date of redassification becomes
its cost basis for subsequent measurement purposes.

Investment propery

Investment property is carried at fair valwe with changes in fair
value recognized in the income statement in Other income inthe

288/465

oOoOooodn



EDINETOOOO

00000000000 0O(E05852)
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period of dhange. UBS usss intermal or external real estate axperts
to determine the fair value of investment property by applying
recognized valuztion techniques. In cases where prices of recent
market transactions of comparable properties are available, fair
value is detarmined by reference to these transactions.

Leasshold imprevements

Leasehold mprovements are investments made to customize build-
ings and offices ccrupied under operating lease contracts to make
them suitaile for their intended purpose. The present value of esti-
mated reinstatement costs required to bring a leased property back
into its original condition at the end of the kease is capitalized as
part of total leasehold improvements with a corresponding lizbility
recognized to reflect the obligation incurred. Reinstatement costs
are recognized in profit and loss through depreciation of the capi-
tabized |easehold improvements ower their estimated wsaful lives
and the lizbility is relieved as cash payments are applied.

Property held for sale

Where UBS has dedded #o sell non-ourrent assets such as prop-
erty or equipment and the sale of these assets i highly probable
to happen within twelve months, these assels are dassified as
non-current assets held for sale and are redassified to Cther as-
sets. Upon classification 2= held for sale, they are no lomger depre-
cigted and are carried at the lower of book value or fair value less
cost to sell.

Software

Software development costs are recognized only when the costs
can be measured relisbly and it is probable that future economic
benefits will arise. Internally generated software that mests these
criteria is classified within IT hardware, software and communica-
tion assets, together with purchased software.

Estimated useful life of property and equipment
Property and equipment is depreciated on a straight-line basis
ower its estimated useful life as follows:

Mat exceeding 10 yesrs

T hardware, software snd
communication equipment

Mot exceeding 5 years

21) Goodwill and intangible assets

Goodwill represents the excess of the cost of an acquisition over
the fair value of the Group's share of net identifiable asets of the
acquired entity at the date of acquisition. Goodwill is not amor-
tized: it is tested annually for impainment and, additionally, when
an indication of impairment exisis at the end of each reporting
pericd. For goodwill impairment testing purposes, UBS considers
the segments reported in Mote 2a as separate cash-generating

units, since this is the level at which the performance of invest-
ments is reviewed and assessed by management. The recoverakle
amount of a segment is determined on the basis of its value in
use. Refer to Mote 17 for details.

Intangible assets comprise separately identifiable intangible
items arising from business combinations and certain purchased
tradermnarks and similar items. Intangible assets are recognized at
cost. The cost of an intangible asset acquired in a business combi-
nation is its fair value at the date of acquisition. Intangible assets
with & definite useful life are amortized wsing the straight-lime
method over their estimated wseful economic life, generally not
exceeding 20 years. Intangible assets with an indefinite wsaful lifz
are mot amortized. In nearly 2ll cases, identified intangible assets
have a definite useful life. At each balance sheet date, intangikle
assets are reviewed for indications of impairment. if such indica-
tiors exist, the intangible assets are analyzed to assess whether
their camying amount is fully recoversble. An impairment loss
is recognized if the camying amount exceeds the recoverable
amount.

Intangible assets are classified into fwo categories: a) infra-
structure, and b) customer relationships, contractual rights and
other. Infrastructure consists of a brandh nebwork intangible assst
recognized in connection with the acquisition of Paine¥Webber
Group, Inc. Client relationships, contractuzl rights and other in-
cludes mainly intangible assets for dient relationships, non-com-
pete agreements, favorsble cortracts, trademarks and trade
names acquired in business comibinations.

22) Income taxes

Incomee tax payzble on profits is recognized as an expense based
on the applicable tax laws in eadh jurisdiction in the period in
which profits arise. The tax effects of income tax losses available
for carry forward are recogrized as a deferred tax asset if it is
probable that future taxable profit (based on profit forecast as-
sumiptions) will be available against whidh those losses can be
witilizad.

Deferred tax assets are recognized for temporary differences
that will result in deductible amounts in future periods, but anly
to the extent that it is probable that sufficient taxable profits will
lbe available against which these differences can be utilized. De-
ferred tax lizbilities are recognized for temporary differences be-
tween the carrying amounts of assets and liabilities in the balance
sheat and their amounts as measured for tax purposes, which will
result in taxable amounts in future periods.

Deferred tax assets and liabilties are measured at the tax rates
that are expected to apply in the period in which the asset will be
realized or the ability will be setfled based on enacted rates.

Tax assets and lisbiities of the same type (ourment or deferred)
are offset when they arise from the same tax reporting group,
they relate to the same tax authority, the legal right to offsst
exists, and they are intendzd to be settled net or realized simulta-
neoushy.
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Mote 1 Summary of significant accounting polidies (continued)

Current and deferred taxes are recognized as income fax
benefit or expense in the income statement except for current
and deferred taxes recognized (i) upon the acquisition of a sub-
sidiary, (i} for unrealized gains or losses on finandal imvestments
available-for-sale, for changes in fair value of derivative instru-
menis designated as cash flow hedges, for remeasurements of
defined benefit plans, and for certain foreign currency transla-
ticns of foreign operations, (i} for certain tax benefits on de-
ferred compensation awards, and {iv) for gains and losses on the
sale of treasury shares. Deferred taxes recognized in 2 business
combination {point (i)} are considered when determining good-
will. Amounts relatimg to points (i), Giil and (i) are recorded in
23) Debt issued
Debt issued is carried at amortized cost. In cases where, as part of
the Group’s asset and liability management activity, fair value
hedge accounting is applied to fixed-rate debt instruments carried
at amortized cost, their carmying amount is adjusted for dhanges
in fazir value related to the hedged exposure — refer o itern 15) for
further details on hedge accounting. Im most cases, struchured
notes issued are designated at fair value through profit or loss us-
ing the fair valwe option, on the basis that they are managed on a
fair value basis and/or that the structured motes contain an em-
bedded derivative — refer to item 8) for further details on the fair
value option. The fair value option & not applied to certain struc-
tured notes that contain embedded derivatives that reference for-
eign exchange rates and precious metal prices. For these instru-
ments, the embedded derivative component is measured on a fair
value basis and the related underlying debt host component is
measured on an amortized cost basis, with both components pre-
sented together within Debr isswed.

Debt =sued and subseguently repurchased in relation to mar-
ket making or other activities is treated as redzemed. A gain or
loss on redemnption is recorded in Other income depending on
whether the repurchase price of the bond is lower or higher than
its carnyimg value. A subsequent sale of own bonds in the markst
is treated as a reissuance of debt. Interest expense on debt instru-
mients measured zt amortized cost & induded in Inferest an debt
izswed. Refer to Mote 21 for further details on debt issued.

24) Pension and other post-employment benefit plans

UBS sporsars a number of post-employment benefit plans far its
employees waorldwide, whidh indude defined benefit and defined
contribution pension plans, and other post-employment benefits
such as medical and life insurance benefits that are payable after
the completion of employment.

Defined bensfit pansion plans

Defined benefit pension plans specfy am amount of benefit that
an employee will receive, which is usually dependent on one or
more factors such as age, years of senvice and compensation.
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The defined berefit liability recognized in the balance sheet &
the present value of the defined benefit obligation less the fair
value of the plan assets at the balance sheet date. If the fair valus
of the plan assets is higher than the present value of the defined
benefit obligation, the measurement of the resulting defined
lbenefit asset is limited to the present value of economic benefits
available in the form of refunds from the plan or reductions in
future contributions to the plan. UBS applies the projected wnit
credit method to determine the present value of its defined ben-
efit obligations, the related current service cost and, where ap-
plicable, past service cost. These amounts, which take into ac-
count the specific features of each plan induding risk sharing
between the employes and employer, are calculated periodically
by independent qualified actuaries. Further information on the
plans and the principal actuarial assumptions used are st out in
MNote 30.

Defired contribution plans

A defined contribution plan is a pension plan under which UBS
pays fized contributions into a separate entity from which post-
employment and other benefits are paid. UBS has ro legal or con-
structive obligation to pay further contributions if the plan does
ot hold suffident assets to pay employess the benefits relating to
employes service in the current and prior periods. UBS's contribu-
tiors are expensed when the employess have rendered services in
exchange for such contributions; this = generally in the year of
contribution. Prepaid confributions are recognized as an asset to
the extent that a cash refund or a reduction in future payments is
available.

Other post-retirement benefits

UBS also provides post-retirement medical and life insurance ben-
efits to certain retirees in the LS and the LB The expected costs
of thesa benefits are recognized over the period of employment
using the same acoounting methodology used for defined benefit
pension plans.

25) Equity participation and othvwer compensation plans

Equity participatian plans
UBS. has estzblished several aquity participation plans in the form
of share plans, option plans and share-settled stodk appreciation
right (SAR) plans. LBS's equity participation plans indwde manda-
tory, discretionary, and wolurtary plans. UBS recognizes the fair
value of share, option and SAR awards, determined at the date of
grant, as compensation expense over the period that the employ-
ea is required to provide services in order to earn the award.
Awards that do not require the employes to provide future
service to become entitled o the award, such as those granted to
retirement eligible employees, induding those employess who
mest full career retirement criteria, are considered vested at the
grant date. Compensation expense is fully recognized on the
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Mote 1 Summary of significant accounting polidies (continued)

grant date, or in a period pricr to the grant date if it is atiibutable
to past service, and the amouwnt of the award can be reasonably
and relisbly estimated. Such awards remain forfeitable untll the
legal vesting date if certain conditions are not met. Where no
future service is required, forfeiture events occuring after the
grant date do not result in a reversal of compensation expense
because the related services have been received.

Plans requiring future service have either a tiered vesting struc-
ture., which vest in increments over a specified period or a diff vest-
ing structure, which vest at the end of a specified pericd. Compen-
sation expense is recognized over the service pericd on a tiersd
basis for awards that have a tiered vesting structure and on a
straight-line basis for awards with a diff vesting structure. Flans
may contain provisions that shorten the required sarvice period due
to achievernent of retirement eligibiity or upon termination due to
redundancy. In such instances, compansation experse i recog-
nized over the period from grant date to the retirement eligibfity or
redundancy date. Forfeiture of these awards that oocurs during the
service period resulis in a reversal of compensation expensa.

Sowards settled in UBS shares or options are dassified as equity
instruments. The fair walue of an eguity-settled award is deter-
mined at the date of grant and is not subsequently remeasured,
unless its terms are modified such that the fair value immediately
after modification excesds the fair value immediately prior to
madification. Amy increase in fair value resulting from a modifica-
tion is recognized a5 compensation expense, ether over the re-
miaaning service period or, for vested awards, immediatehy

Cash-setiled awards are classified as lizbilities and are remea-
sured to fair value at each balance sheet date as long as the award
is outstanding. Changes in fair valus are reflected in compensation
expense and, on a cumulative basis, no compensation expense s
recognized for awards that expire worthless or remain unexarcised.

Details of the determination of fair value for equity participa-
tion plans are disdosed in Note 31.

Other compensation plans

UBS has established other fixed and variable deferred compensa-
tion plans, the values of which are not linked to UBSs own eg-
uity. Deferred cash compensation plans are either mandatory or
discretionary plans and include awards based on a notional cash
amaount, where ultimate payout is fixed or may vary based on
achievement of performance conditions. Compensation expense
is recognized owver the period that the employee is required to
prowide senvices in order to eam the award. If the employee is not
required fo provide future services, such as for awards granted o
employess who are retirement eligible, induding those employ-
ees who meet full career retirement oiteria, compensation ex-
pense is recognized on or prior to the grant date. The amount
recognized during the service period is based on an estimate of
the amount expected to be paid out under the plan, such that
curmulative expense recognized wltimately equals the cash distrib-
uted to employees. For awards in the form of atermnative invest-

ment vehides or similar structures, which provide employess with
a payout based on the value of specified underlying assets, the
initial value is basad on the fair value on the grant date of the
underhying assets (e.g. money market funds, UBS and non-UBS
mmutual furds and other UBS-sponscred funds). This initial value
is recognized ower the period that the employee provides service
to become entitled to the award. These awards are remeasured
to fair value at each reporting date wntil the award is distributed.
Chamges in fair value, induding increases and decreases in value,
are recognized proportionate to the elapsed service period. For-
feiture of thess awards results in the reversal of compensation
Expense.
= Refier to “Note 31 Equity participation and other compensation
plans” for mare information

26) Amounts due under unit-linked imvestment contracts

Finandial liabilities from unit-linked imestment confracts are pre-
sented as Other lishilities on the balance sheet {refer to Mote 22).
These confracts albow investors to imvest in a pood of assets
throwgh issued irmmestment units. The unit holders recaive all re-
wards and bear 2l risks associated with the reference asset pool.
The finandial lisbility represents the amounts due to unit holders
and is equal to the fair value of the reference asset pool. Assets
held under unitlinked irvestment contracts are presented s

Trading partfolic assets (refer to Mote 12

27) Provisions

Provisions are liabilites of uncertain timing or amownt, and are
recognized when UBS has a present obligation as a result of a past
event, it is probable that an cutflow of rescurces will be required
to settle the obligation, and a reliable estimate of the amount of
the obligation can be made.

The majority of UBSs provisions relate to litigation, regulatony
and similar miatters, restruchuring costs, employee benefits, real
estate and loan commitments and guarantees. Provisions that are
similar in nature are aggregated to form a dass, while the remain-
ing provisions, incduding those of less significant amounts, are
presented under Sther provisions. Provisions are presented sepa-
rately on the balance sheet and, when they are no longer consid-
ered uncertzin in timing or amount, are redassified to Cther lizbi-

The Group recognizes provisions for litigation, regulatory and
simnilar matters when, in the opinion of management after sesk-
ing legal advice, it is mare likely than not that the Group has a
present legal or constructive obligation as a result of past events,
it is probable that an outflow of resources will be required, and
the amount can be relizbly estimated.

Restructuring provisions are recogrized when a defailed and
formal restructuring plan has been approved and a valid expecta-
tion has been raised that the restructuring will be carried out, ei-
ther throwgh commencement of the plan or announcements to
affected employees.
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Mote 1 Summary of significant accounting polidies (continued)

Provisions are recognized for bease confracts if the unavoidable
costs of a contract exceed the benefits expected to be received
under it {onerous lease contracts). For example, this may ooour
when a significant portion of leased property = expected to be
vacant for an extended period.

Provisions for employes benefits are recognized mainly in re-
spect of service anniversaries and sabbatical leave.

Provisions are recognized at the best estimate of the consider-
ation required to settle the present obligation at the balance shest
date. Such estimates are based on all available information and
are revised over time as mare information becomes available. I
the effect of the time value of money is material, provisions are
discounted and measured at the present value of the expenditure
expected to settle or discharge the cbligation, using a rate that
reflects the current market asssssments of the time value of mon-
ey and the risks spedific to the cbligation.

A& provision is not recognized when UBS has a present obliga-
tiom that has arisen from past events but it is not probable that an
outflow of resources will be required to sattle it, or a sufficently
relizble estimate of the amount of the obligation cannot be made.
Instead, @ contingent liability is disclosed. Contingent liskilities are
aken disclosad for possible chligations that arise from past events
whaose existence will be confirmed only by uncertain future events
not whaolly within the control of UBS {refer to Mote 23).

28) Equity, treasury shares and contracis on UBS AG shares
Transaction costs refated to share issuances

Incrermental transaction costs directly atiributable to the issue of new
shares or confracts with mandatory gross physical settlement classi-
fied a5 equity instruments are recognized in and deducted from
Fquity as “Transaction costs related to share issuances, net of tax”.

MNen-controlling interests

MNet profit and Equity are presented incuding non-controlling in-
terests. Mer profit is split into Met prodit attributable to UBS share-
holders and Net profit attributable to non-controlfing interests.
Fquity is split into Bquity attributable to UBS sharsholders and
Equity attributsble to non-controlling interests.

UBS AG shares held (“treasury shares”)

UBS AG shares held by the Group are presented in Equity 2 Trea-
sury shares at their acquisition cost which indudes transaction
costs. Treasury shares are deducted from Equity until they are can-
celled or reissued. The difference between the procesds from
sales of Treasury shares and their weighted average cost {net of
tau, if any) is reported a5 Share premium.

et cash settlernent contracts

Contracts on UBS AG shares that require net cash setflement, or
prowide the counterparty or UES with a setlernent option whidh
indudes a choice of setthing net in cash, are dassfied as held for
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trading, with changes in fair value reported in the income state-
ment as Met trading income.

Contracts with mandatory gross physical settfemant
UBS issues contracts with mandatory gross physical settlement in
UBS AG shares where a fixed amount of shares is exchanged
against a fixed amount of cash or another financdal asset.
Wiitten put options and forward shiare purchase contracts with
gross physical setflernent, induding contracts where gross physi-
cal setilement is a setlement alternative, result in the recognition
of a finandial lizbility bocked against Equity: The finandal liability
is subsequently accreted, using the EIR method, over the life of
the contract to the nominal purchase obligation with the amount
recognized in interest expense. Upon setement of the contract,
the lizhility is derecognized against the consideration paid, and
the amount of equity originally recognized as a iability is redassi-
fied within Fquity to Teasury shares. The premium received for
writing such put options i recognized directly in Share pramiurm.
All other contracts with mandatory gross physical settlement in
UBS AG shares are presented in Gguity as Shave premium and ac-
courted for at cost, which is added to or deducted from Equity &
appropriate. Upon settlement of such contracts, the difference
[between the proceeds received and their cost (net of tax, if anyl is
reported as Share premium.

Trust preferred securities issued

UBS has issued trust preferred securities throwgh consolidated
preferred funding trusts which hold debt or equity issued by UBS
AG. UBS AG has fully and unconditionally guaranteed all contrac-
tual payments on these securities. UBS's obligations under these
guarantess are subordinated to the full prior payment of the de-
posit liabilities of UBS and all other liabilities of UES. The trust
preferred securities represent equity instruments which are held
by third parties and treated as non-controlling interests in UBSs
consolidated finamcial statements. Once a coupon payment be-
comes mandatory, i.e., when it is triggered by a contractually de-
fined event, the full dividend payment chligation on these trust
preferred sscurities issued is reclassified from Eguity to a comre-
sponding liability. In the income statement the full dividend pay-
ment is redassified from Net profit sttributable to UBS sharehald-
ars to Net profit atributable to non-controlling interests at that

time.

29) Discontinued cperations and non-ourrent assets held for sale
UBS. presents discontinued operations in a separate line in the in-
come statement if an entity or a component of am entity has been
disposed of or is dassified as held for sale and a) represents a
separate major line of business or geographical area of opera-
tions, bl is part of a single coordinated plan to dispose of a sepa-
rate major line of business or geographical area of operations, or
) is & subsidiary acquired exdusively with a view to resale (e.g.
certain private eguity investments). Net profit from discontinued
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Mote 1 Summary of significant accounting polidies (continued)

operations indudes the net total of operating profit and loss be-
fore tax from discontinued cperations (induding net gain or loss
on sale before tax or measurement to fair value less costs to sell)
and discontinued operations tax expense. A component of an en-
tity comprises operations and cash flows that can be dearly distin-
guished, operationally amd for finandal reporting punposes, from
the rest of UBS's operations and cash flows. i an entity or a com-
ponent of an entity is classified as a discontinued operation, UBS
restates prior periods in the income statement.

UBS dassifies individual non-ourrent assets and disposal groups
as held for sale if such assets or disposal groups are available for
immediate sale in their present condition subject to terms that are
usual and customary for sales of such assets or disposal growps
and their sale is considered highly probable. For a ssle to be high-
by probable, management must be committed to a plan to sl
such assets and must be actively looking for a buyer. Furthermora,
the assets must be actively marketed at a reasonable sales price in
relation to their fair value and the sale must be expected to be
completed within one year. These assets (and lizhilities in the case
of disposal groups) are measured at the lower of their camrying
amount and fair value less costs to sell and are presented in Other
assete and Other fabilities. Mon-current assets and lisbilities of
subsidiaries are dassified as held for sale it their carmying amount
will ba recowverad principally through a sale transaction rather than
through contiruing wse.

30) Leasing

UBS enters into lease confracts, or contracts that include lease
components, predominantly of premises and equipment, primar-
ity as lesse=. Leases that fransfer substantizlly 2l the risks and re-
wards incidental to the ownership of amets, but not necessarily
legal title, are classified as finance leases. All other leases are clas-
sified as operating leases.

Assats leased pursuant to finance leases are recognized on the
balance shest in Property and equipment and are amortized over
the lesser of the useful life of the asset or the lease term, with
comesponding amounts payable induded in Due to banks/ous-
tomers. Finance charges payshle are recognized in Aer interest
income over the period of the lease based on the interest rate
implicit in the lease on the basis of a constant yisld.

Lezze contracts dassified a5 operating leases whera UBS is the
lessee are disdosed in Mote 26. These contracts indude non-can-
cellable long-term leases of office buildings in most UBS locations.
Operating lease rentals payable are recognized as an expense on
a straightline basis ower the lease term, which commences with
control of the physical use of the property. Lease incentives are
treated as a reduction of rental expense and are recognized on a
consistent basis over the lease term.

Certain arrangements do not take the legal form of a lease but
convey a right to use an asset in return for a payment or series of
payments. For such arrangements, UBS determines at the incep-
tion of the arrangement whether the fulfillment of the arrange-

ment is dependent on the use of & specific asset or assets and, if
s, the arrangement is accounted for as a lease.

31) Fee income

UBS garns fee income from a diverse range of services it provides
to its clients. Fee income can be divided into two broad catego-
ries: fees earned from services that are provided over a certain
ppericd of fime (for example, imvestmient fund fees, portfolio man-
agement and advisory fees) and fees earned from providing trans-
action-type senvices {for example, underwriting fees, corporate
finance fees and brokerage fess). Fees sarmed from services that
are provided over a cerfain period of time are recognized ratably
ower the service pericd, with the exception of performance-linked
fees or fee companents with specific performance oiteria. Such
fees are recognized when the performance criteria are fulfilled
and when collectability & reasonably assured. Fees earned from
providing transaction-type services are recognized when the ser-
wvice has been completed.

Loan commitment fees on lending arrangements, where thers
is an initial expectation that the facility will be drawn down, are
deferred writil the koan = drawn down and are then recognized =
am adjustrmant to the effective yield over the life of the loan. If the
commitment expires and the loan is not drawn down, the fees are
recognized a5 revenue when the commitment expires. Where the
initial expectation that the fadiity will be drawn down is remicte,
the loan commitment: fees are recognized on a straight kne bass
over the commitment pericd. If, subsequenthy, the commitment is
actually exerdsed, the unamartized component of the loan com-
mitment fees are amortized as an adjustment to the effective yield
over the life of the loan.

32) Foreign currency translation

Transactions denominated in foreign currency are translated into
the functional currency of the reporting unit at the spot exchange
rate on the date of the transaction. At the balance sheet date, all
manetary assets and lishilities denominated in foreign currency
are translated to the fumctional currency using the dosing ex-
change rate. Non-monetary items measured at historical cost are
translzted at the exchange rate on the date of the transaction.
[Foreign exchange differences on financial imvestments available-
forsale are recorded directly im Equity until the asset is sold or
becomes impaired, with the exception of translation differences
on the amartized cost of monetary finandial investments avail-
able-for-sale which are reported in Net trading income, along
with all other foreign exchange differences on monetary assets
and liahilities.

Upon corsolidation, assets and liabilties of foreign operations
are translated into Swiss francs (CHF) — UBS's presentation cur-
rency — at the closing exchange rate on the balance sheet date,
and income and expense items are franslated at the average rate
for the period. The resulting forsign exchange differences are rec-
ogrized directly in Foreign currency translation within Equity:
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‘When a foreign operation is disposed of such that contral, sig-
nificant influence or joint control is lost, or the operation is liqui-
dated, the cumulative amount in Foreign cuwmency transistion
within Eguity relsted to that foreign operation & redassified to
profit or loss as part of the gain or loss on disposal. When UBS
disposes of a portion of its interest in a subsidiary that indudes a
foreign aperation but retains control, the related portion of the
curmulative currency translation balance is redlassified to Non-con-
trolfling interests. When UBS. disposes of a portion of its invest-
ment in an associate or joint venture that indudes a foreign op-
eration while retaining significant influence or joint control, the
related partion of the cumulative currency translation balance is
reclassified to profit or loss.

33) Earnings per share {EFS)

Basic earnimgs per share are caloulated by dividing the net profit
or loss for the period attributable to ordinary shareholders by the
weighted average number of ordinary shares outstanding during
the pericd.

Diluted earnings per share are calculated wsing the same meth-
od as for basic EPS and adjusting the net profit or loss for the
pericd atiributable to ordinary shareholders and the weighted av-
erage numiber of ordinary shares outstanding to reflect the poten-
tial dilution that could cocur if options, warrants, corvertible debt
securities or other contracts fo isswe ordinary shares were con-
verted or exercised into ordinary shares.

34) Segment reporting
UBSs businesses are arganized globally info five business divi-
sions: Wealth hManagement, Wealth Management Americas, the
Investment Bank, Global Asset Management and Retail & Corpo-
rate, supported by the Corporate Center. The five business divi-
sions qualify as reportable segments for the purpose of segment
reporting and, together with the Corporate Center and its com-
ponents, reflect the management structure of the Group. Addi-
tionally, Legacy Portfolio and Core Fundions are disdosed sspa-
rately under the Corporate Center. Legacy Portfolio meets the
definition of an operating segment and is disclosed as a report-
able segment. Financial information about the five business divi-
sions and the Corporate Center (with its components) is present-
ed separately in internal management reports to the Group
Executive Board, whidh is considered the “chief operating ded-
sion maker” within the context of IFRS 8 Opersting Segrmeants.
Fee arrangements between the Corporate Center — Core Func-
tions and the reportable segments are adjusted on a peniodic basis
and differences may arise between actual costs incurred and

amounts recharged. These differences, togethar with own credit
gains and losses on finandal liabilities designated at fair valus
which are excluded from the measurement of performance of
the business divisions, are considered reconciling differences to
UBS Growp results and are reported collectively under Corporate
Center — Core Functions. To increase trarsparency, the costs from
Corporate Center — Core Functions are allocated to the direct cost
lines of personnel expenses, general and administrative expenses
and depreciation in the respective reportable segment income
staterments, based on internally determined allocation bases.
UB5% internal accounting policies, which indude management
accounting polides and service level agreements, determine the
revenues and expenses directly attributable to each reportable
sagment. Internal charges and transfer pricing adjustments are
reflacted in operating results of the reportable segments.

Revenue-sharing agresments are used to allocate external di-
ent revenues to reportable segments where several reportable
sagments are invohved in the value-creation chain. Commissions
are credited to the reportable segments based on the comespand-
ing dient relaticnship.

Met interest income & allocated to the reportable segments
[bazed on their balance sheet positions. Assets and lisbilities of the
reporiable segments are funded throwgh and invested with Group
Treasury, and the net interest mangin is reflected in the results
of each reportable segment. Interest income earned from manag-
ing UBS's consolidated equity is allocated to the reportable seg-
ments based on average attributed equity.

In lime with internal management reporting, segment assets
are reported without intercomipany balances on a third-party view
basis. Refer to Mote 2a for further details. For the purpose of seg-
ment reporting wunder IFRS 8, the non-current assets consist of
investments in associates and joint ventures, goodwill, other in-
tangible assets and plant, property and equipment.

35) Netting

UBS rets financial assets and liabilities on its balance sheet if it has
a currently enforceable legal right to set off the recognized
amounts and intends either to settle on a net basis, or to realize
the asset and settle the Eability simultanecushy Netted positions
indude, for example, OTC interest rate swaps transacted with the
London Clearing House, netted by currency and across maturity
dates, repurchase and reverse repurchase transactions entered
inko with the both the Londan Clearing House and the Fixed In-
come Clearing Corporation, netted by counterparfy, currency,
central securities depository and maturity, as well as transactions
with various other courterparties, exchanges and dearinghouses.
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Mote 1 Summary of significant accounting polidies (continued)

b} Changes in accounting policies, comparabdlity and other adjustments

Effective in 2012

IA5 19 {revised) Employes Benefits

In June 2011, the |ASE Esued revisions to LAS 19 Employes Bane-
fits {145 198" or “the revised standard™). During 2012, UBS ad-
opted LAS 19R retrospectively in accordance with the transitional
prowisions set cut in the standard. The revised standard introduces
changes to the recognition, measurement, presentation and dis-
dosure of post-employment benefits. 145 198 eliminates the
“gorridor method”, wnder which the recognition of actuarial
gains and losses was deferred. Instead, the full defined benefit
obligation net of plan assets is now recorded on the balance
shest, with changes resulting from remeasurements recognized
immediately in other comprehensive income. The measurement
of the defined benefit chligation takes into account risk sharing
features, such as those within our Swiss pension plan. In addition,
L5 1598 requires net interest expense/income to be cakoulated as

Effect on total comprebensive inoome

the product of the net defined benefit lisbility/ asset and the dis-
«cournt rate as determined at the beginning of the year. The effect
of this is to remowve the previous concept of recognizing an ex-
pected return on plan assets. The revised standard also enhances
the disclosure reguirements for defined benefit plans, requining
miore information abowt the characteristics of such plans and the
risks to which entities are exposed through participation in thase
plans, as set out im Mote 20,

The opening balance sheet as of 1 January 2010 and the com-
parative figures have been presented as if 145 198 had abways
been applied. The effect of adoption on prior pericds is shown in
the tables below. Had UBS not adopted 1AS 19R. total equity
would hawve been higher by CHF 3,948 milbon as of 31 December
2012, the amounts in other comprehensive income would not
have been recognized, and for the year ended 31 December 2012
profit before tax would have been CHF 320 milkon lower and basic
and diluted earnings per share would have been CHF 008 lower.

Effect an the income statement Effect on other comprebeasise income:
Income tax
Inoome B Foreign melating 1o

et w;:\ rlh*h:;: e foreign Cher Total

an gains/ translation NGy ompre- Lompre-

Persoenel  Tax espensel profit/  besefit plans, on defned  mowements, tramsation hensive hensive

CHF millfion NS [ {loes) before fan benefit plass bafore b movements Income mcome
Amound previowsly reparted

for the year 2010 16,500 (£ 1} bt 1] o (o51) LF 11,354y 6404

Change in reparted figeres for the pear LLL (2% (&N 124 e n EE] X9 17

Restated amount for the year 2010 17,031 (e 1,756 124 e (7404 28 {1,085) 6701
Amound previowsly reparted

Tor the year 2011 15551 s 4437 1] ] 555 L] 3030 1457

Change in ieparted figenes for the pear 43 (22 (21 12,141y Eh] (0% 25 11,804y (1A

Restated amount for the year 2011 15,634 a1 4,406 12,141) XM S5 20 1,226 5632

Effect on eamings per share ) )
Bamic eamsings per share Diuted samings per shan

As aigi Effect on basic Restated basic &5 origi Effecton dited  Restated diuted

o i g s oo pe o njera esing purshae somng:por e

For the year ended 31 December 2010 159 0ax 197 156 [IiEie 154

For the year ended 31 December 2011 1,10 000 1,10 1.08 pleid 108
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Financial information
Motes to the consolidated finandal statements

Mote 1 Summary of significant accounting polidies (continued)

Effect on the balamoe sheet
Defemed
CHF milifion Cither et axawsets  (mbes Gabilties' Tedal equity
Balance previously reported as of 31 December 30091 Janwary 2010 ILAA2 B A58 69,543 40633
Cumulatiee effect for prior perinds (3,040) ™ 1010 3,308
Restated balance as of 31 December 20091 Janwary 2010 20,843 9,800 o554 48 524
Balance previously reported as of 31 December 2010 13,681 9522 2015 51,853
Cumulative effect for prior perinds (3,040) ™ 1010 {3,308
‘Change in ieparted figeres. for the pear {134) (L] (352} ny
Restated balance as of 31 December 2010 19,508 10,262 BLET 48,770
Balance previously reported as of 1 December 2011 12,465 8526 60,068 S752
‘Cumubatiee effect for prior perinds (3,174) 40 658 30
‘Changa in reparted figeres. for the pear {126] 361 2060 {1805
Restated balance as of 31 December 2811 9,168 9,827 62, T84 52,918
| “Exiarges presiously reponed  diter fiem these ariginaly published in anmaal repors 25 provikons aie now sparney presemed o1 the bolaroe saee and na longer as part of oxae Fabiles
Effect on personnel expense by business division and Corporate Center’
‘Weaks
‘Wealtt Management  lvestmest  Global Asset Retail &
CHF milfan Manage=ent Americas Bank Mazagemerd Corpoate Conber LIRS Groep
Amount previowsly reported for the year 2010 3,182 4,275 6623 1,066 1825 157 6500
‘Change in ieparted figeres for the pear k] (= {18 1 62 o 11
Restated amount Tor the year 20010 ERFL 4,218 6,805 1,087 1,887 87 17,031
Amount previowsly reported for the year 2011 3,158 3,840 5,740 955 1,666 132 15,51
(Ranga in ieparted figeres for the year L] 11 124 12 15 ] 4
Restated amount for the year 2011 3,300 3,830 5. T8 954 1,702 132 15,634

| “Amoines. presloisly repaed  difler rom mhese orkginally prblished IR annol repens far sampls de o oiganizasonal danges) & pOVEIE 18 oW Sty presened a1 T balaree sheet ard £o knger &

s of Dther it

Amendments to IFRS 7 Anancdial instruments: Disclosures
In October 2010, the 1A5B issued revisad IFRS 7 Financial Instru-
ments Distlosures to provide additional disdosures regarding
transfers of finandal assats, induding those transfers in whidh an
entity retains a continuing interest in the transferred assetls) at
the reporting date. The amendments are intended to allow users
of financial statements to improve their understanding of transfer
transactions of financizl assets, including understanding the pos-
sible effects of any risks that may remain with the entity that
transferred the assets. The effective date for mandatory adoption
is for annual periods beginning on ar after July 2011, with early
UBS adopted the revisions o IFRS 7 as of 1 January 2012 in
accordance with the transitional provisions set out in the stan-
dard, and these disclosures are reflected in Mote 28 of the finan-
cial statements. In conjunction with the implementation of the
revised standard, the Group has refined its definition of the term
“fransfer” for discosure purposes to exclude pledges and similar
arrangements where the counterparty does not receive rights to

348

sell or re-pledge the financial asset. As a result, the comparative
2011 figures have been restated for transferred financial assets in
Note 28b from CHF 118.5 billion to CHF 29.9 bilkion.

In Motes 28a and 28d, we have modified our presentation of
pledged assets in order to differentiate those which are executed
in assodation with lisbilities and contingent liabilties and thass
that are not. Additionally, financial assets held by the Group and
reserved for purposes of sacuring liquidity facilities from central
banks, but which are not assodated with existing liabilities or
contingent liabilities, have been excluded from pledged finandal
assets in Mote 28z and 28d. As a result, the comiparative figures
presented in Note 28a have been restated dowmwards by CHF
31 billion and the comparative figures in Mote 28d have been
restated dowrwards by CHF & billion.

Arvwal Improvements 1o IFRSs 2005-2011

In May 2012, the IA58 ssued six amendments to five IFRS as part
of its annual improvements project. OF these amendments, the
amendment to 145 1 darifies the requirements for the presenta-
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Mote 1 Summary of significant accounting polidies (continued)

tion of comparative information when an entity presents an ad-
diticnal comparative pericd. The Group has adopted the amend-
mient to A5 1 in 2012, ahead of its mandatory effective date of
1 Jaruary 2013 in accordance with the transitional provisions of
the standard. Accordingly, dus to the adoption of LAS 198 on a
retrospective basis, UBS has presented an additional comparative
pericd for the balance sheet as at the beginning of 2011, but
there is no information in the notes to the balance sheet for this
additional comparative period.

The remaining amendments will be adopted as of 1 January
2013. These amendments are not expected to have a material
effect on the financial statements.

Amendiments fo 45 12 income Taxes

In Decamber 2010, the IASE issued amendments to 145 12 In-
come Taxes which incorporate the principles of previous guidamce
in the now withdrawn SIC Interpretation 27 income Taves — Re-
covery of Revalued Mon-Deprediable Aszets.

145 12 generally requires an entity 1o measure the deferred tax
relzted to assets reflecting the tax consequences that would follow
from the manner in which the entity expects to recover their carry-
ing amouwnt (2.g. sale or use). However, under tha amendmenis,
there is a rebuttable presumgption that inwestment property will be
recoverad through sale. The amendments provide a practical ap-
prozch for measuring deferred tax liabikties and deferred tax assets
when investment property is measurad using the fair value model.

The amendments are effective for anmual periods beginning on
or after 1 January 2012, with early adoption permitted. UBS ad-
opted the amendments effective 1 January 2012 in accordance
with the transitional provisions of the standard. The adoption did
not have a material impact on the finandal statements.

Interests in non-consobdated funds

In 2012, UBS changed its accounting policy for the recognition of
foresgn currency translation gains and losses arising from certain
financial irvestments available-for-sale. AN investments in funds
that are considered debt instruments under the requirements of
145 32 are now treated as monetary items and foreign cumency
translation gains and losses on such invesiments are recorded in
the income staterneni, rather than in other comprehensive income
a5 wiould be the case for non-monetary items. This revised account-
ing pelicy is considered maore relevant as it aligns the definition of
debt instruments in 145 32 with the definition of monetary iterns in
145 21. The change in accounting policy was applied retrospec-
tively and due to the prior application of fair value hedges of for-
eign currency risk, had no effect on prior pericd amounts.

Changes to reporting segments
Wieaith Managemeant & Swiss Bank

Wezalth Management & Swiss Bank's two reportable ssgments —
Wealth Management and Retail & Corporate — became separate

business divisions at the start of 2012, As these new business
divisions were already corsidered separate reportable segments,
o adjustments were required to segrmental results.

Investment Bank

On 30 Decemiber 2011, a portfolio of legacy positions was frans-
ferred from the Investment Bank to the Corporate Center. Com-
mengcing in the first quarter of 2012, this portfolio, together with
the option to buy the equity of the SME StabFund, has been con-
sidered a separate reportable segment within the Corporate Cen-
ter and designated as the Legacy Paortfolio. Prior periods have
bbeen restated.

In conjunction with the accelersted implementation of LBSS
strategy announced in October 2012, the Assst Liability hManage-
ment unit was transferred from the nvestment Bank to Group
Treasury within the Corporate Center in the fourth quarter of
2012. Pricr periods have been restated to reflect this transfer, and
profit and loss amounts associated with the ongoing business ac-
tivities of Asset Liabiity Management have been fully allocated
bback to the Imestment Bank.

O credit

Effective 2012, the measurement of the performance of the business
divisions excludes own credit gains and losses on financial Eabilities
designated at fair value. This reflects the fact that these gains and
losses are not managed at a business division level and are not neces-
sarily indicative of any business division’s performance. In line with
these internal reporting changes, own credit gains and losses are
now reported as part of Corporate Center — Core Functions. Prior
periods have been restated fo conform to this presentation.

Group Treasury managed assets

In 2012, management changed the methodology used to allocats
certain finandial assets and their corresponding costs managed by
Group Treasury. Prior periods were not restated for this change
and the impact from the change in cost dllocation methodclogy
was not material to the reporting segment results.

Centralization of operations units in the Corporate Canter

In 2012, operations units from the business divisions were ceniral-
ized in the Corporate Center as part of UBS's ongoing efforts o
improve cur operational effectivensss and heighten our cost effi-
ciency aonass the firme Prior to this centralization, dnarges for op-
erations support provided from one division to amother were
shown in the respective division's income statement as senvices
to/from ather business divisions without any allocation of the re-
lated headcount. With effect from 1 July 2012 on a prospective
bbasiz. charges from the centralized operations wnits have been
allocated to the business divisions and shown in the respective
expense lines of the reportable segments and the related head-
count has been alloceted to the business divisions. Prior to the
transfer to the Corporate Center, Retail & Corporate operations
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Mote 1 Summary of significant accounting polidies (continued)

staff provided significant support to other business divisions in
Switzerland. Accordingly, the transfer had the effect of increasing
personmed and non-personmel expenses == well as decreasing
charges for services from other business divisions at Wealth Man-
agement, the Imestment Bank and Global A=t Manzgement,
and of decreasing perscnnel and non-personnel expenses a5 well

as imcome from services provided to other divisions at Retail &
Corporate. As a result of the centralization, as of 1 July 2012, al-
locations of personnel increased by approximatshy 300 in Weaalth
Management, 250 in the Investment Bank and 50 in Global Asset
Managemeant, with a corresponding decrease of 1,100 in Retail &
Corporate.

] International Financial Reporting Standards and Interpretations to be adopted in 3013 and Later

IFRS 3 Financal Instruments

In Movemnber 2003, the LASE issued IFRS 9 Fnandal instruments,
which includes revised guidance on the dlassification and mea-
surement of finandal assets. In October 2010, the |A58 updated
IFRS 9 to include guidance on financial kabilities and derecogni-
tion of finandal instruments. The publication of IFRS 3 represant-
ed the completion of the first part of a multi-stage project to re-
place 145 39 Finandial Instruments: Recognition and Measurement.

The standard requires all financial assets to be dassified as fair
value throwgh profit or koss or at amortized cost on the basis of
the entity’s business model for managing the financizl assets and
the contractual cash flow characteristics of the finandal asset. If 2
financial asset meets the criteria to be measured at amortized
cost, it can be designated at fair value through profit or loss under
the fair value option if doing so would significantly reduce or
eliminate an accounting mismatch. Equity instruments that are
not held for trading may be acoownted for at fair value through
other comprehensive income (OC).

The accounting guidance for finandal lizbilities is unchanged
with one exception: changes in fair value due to changes in an
entity’s own credit risk associated with finandal liabilties desig-
nated at fair value throwgh profit or loss are directly recognized in
OClinstead of in profit and loss. There is no subsequent recyeling
of realized gains or losses from OC| to profit or |oss.

In December 2011, the LASE issued amendments #o IFRS 9
Financial nstruments that defer the mandatory effective date
from 1 January 2013 to 1 January 2015, The amendments also
prowide relief from the requirement to restate comparative infor-
mation for the effect of applying IFRS 9. Early adoption of IFRS 9
is skill permitted.

In 2012, the LASE issued additional exposure drafts, amanding
IFRS 9 for hedge accounting and proposing extensive changes to
the dassification and measurement model described including the
introduction of a new measurement category for financal assets
that are managed both in order to collect confractual cash flows
and for sake_ This new measurement category will require the assat
to be mezsured at fair walue, with fair value changes being recog-
nized in OC|. Additionally, the amendments propose that entities
may early adopt the own credit risk guidance discussed above.

UBS is currently assessing the impact of the new standard and
the related proposed amendments on the financial statements.

350

IFRS 10 Consolidated Financial Statements

In May 2011, the LASB issued IFRS 10 Consolidated Fnancial
Statemnents, which establishes a single control-based model for
assessing whether one entity should consclidate another. IFRS 10
applies o all types of entities and will replace SIC-12 Consoliol-
tion — Spedial Purpose Entities, and portions of 1AS 27 Consali-
dated and Separate Fnandal Staternents. IFRS 10 is based on the
existing principle that an entity should consalidate all other enti-
ties that it controls. The definition of control in IFRS 10 focuses on
the presence of power, exposure to variable returns and the abil-
ity to utilize power to affect an entity’s own reburns. The determi-
nation of control is based on current facts and dircumstamces and
is continuoushy zssessad. IFRS 10 provides additicnal guidance to
assist in the determination of control in drocumstances in which
this assessment is difficult to make. For example, IFRS 10 intro-
duces guidance on assessing whether an entity with dedsion-
miaking rights is a principal or an agent.

In October 2012, the 1A5E issued an amendment to IFRS 10,
providing an exception o consolidation for certain “inwestment
entiies™. Imvestrment entities are those whass business purpose =
o irvest funds solely for returns from capital apprediation, invest-
ment income or both. As UBS Group doss not itself meet the
definition of an investment entity, the amendments will have no
impact on LBS's consclidated finandal staternents.

UBS will adopt IFRS 10 on its mandatory effective date of
1 January 2013 on a limited retrospective basis, as permitted by
the standard. At this time UES will also early adopt the October
2012 amendments. Upon adoption, UBS will adjust its opening
equity as of 1 January 2012 and the reported figures for 2012 will
bbe presented as if IFRS 10 had abways bean applied. The reported
figures for 2011 will not be adjusted and will continue to be pre-
sented in accordance with 145 27 and SIC 12.

Under IFRS 10, UBS expects a change in consolidation status
assodated with certain entities. The Group will now consolidate
certain investment funds where UBS's expasure to vaniability indi-
cates that its power as fund manager is in a principal capacity.
UBS will decorsolidate certain entities that were previoushy con-
solidated due fo exposure to a majority of risk and rewards, but
where UES does not have power over the relevant activities. We
will also deconsclidate certain entities where UBSS involvement
does not expose it to variable returns from the entity. This indudes
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Mote 1 Summary of significant accounting polidies (continued)

entities asociated with the issuance of trust preferred securities.
A5 a result, we estimate that had UBS applied IFRS 10 to its 2012
financial report, total ssets would have been higher by approd-
miztely CHF 0.6 billion, and total lizbilites would have been high-
er by approsimatehy CHF 1.8 billion. Total equity would have been
lower by approximately CHF 1.2 billion. The effect on net profit is
not expected to be material.

[FRS 11 Joint Arrangemeants

In Mzy 2011, the 145B issued IFRS 11 Joint arangements, whidh
supersedes 145 31 Interests in Joint Vantures, and SIC 13 Joindy
Controfled Entities — Non-monetary Contributions by Venturers.
The dlassification of a joint arrangement under IFRS 11 depends
upan the rights and obligations of the amangement, rather than
its begal form. The standard addresses inconsistencies in the re-
porting of joint arrangements by eliminating the proporticonate
consolidation approach and requiring the equity method to ac-
count for interests in jointhy controlled entities. LBS currently ap-
plies the equity methed o account for it interesis in joint ventures
under 145 31. As 3 result, the new standard will not have an im-
pact on the finandal statements. BS will adopt IFRS 11 on its
mandatory effective date of 1 Jamuary 2013

IFRS 12 Disclosure of interest in Other Entities

In Mgy 2071, the LASE issued IFRS 12 Disclosure of interests in
Other Entities, which provides new and comprehensive guidance
on the annual disclosure reguirements about entities with whidh
a reporting entity is imvolved. This indludes specfic disdosures for
investment entities. IFRS 12 replaces the disclosure reguirements
currently induded in 145 28 investment in Assodates. The stan-
dard requires entities to disclose information that helps users to
evaluate the nature, risks and finandial effects associated with a
reporting entity’s interests in subsidiaries. associates, joint ar-
rangements and, in particular, unconsolidated structured entities.
The effective date for mandatory adopion is 1 January 2013, with
early adoption permitted. UBS will provide disclosures under IFRS
12 in its 2013 Annual Report.

IFRS 13 Fair Value Measurement

In Mgy 2011, the IASE issued IFRS 13 Fair Value Messurement,
which establishes a single source of guidance for all fair value
measurements under IFRS. It defines fair value as the price that
would be recaived to sell an asset or paid to transfer a liability in
an arderly transaction between market participants at the mea-
surement date: i.e., an et price. The standard emphasizes that
fair value is a market-based measurement, not an entity-specific
measurement. |t clarifies that the unit of measurement is gener-
ally a particular asset or liability unless an entity manages and re-
ports its met risk exposures on a portfolio basis, in which case it
may elect to apply portfolio-level price adjustments under limited
diroumstances. It zlso introduces new disdosure requirements and
enhancements to existing disclosures.

The effective date for mandatory adoption s 1 lanuary 2013,
with early adopfion permitted. IFRS 13 is required to be applied
prospectively from the effective date. UBS does mot anticpats
that adoption of the standard will have a material impact on its
financial statements.

45 | Presentation of Fnancizl Statements

In Jume 2011, the 1458 issued the revised LAS 1 Presentation of
Financial Statements. The revised standard requires the grouping
togeter for presentation purposes of items within other compre-
hhensive income (OC]) into those that may be redassified fo profit
or loss in subsequent periods and those that may not be. The
revised standard reaffirms existing requirements that items in OCI
and profit or koss should be presented as either a single statement
or two consecutive statements. Historically, all itemns in our OCI
could be recyded to profit or loss, but this has changed with the
adoption of 145 12 (revised) Employee Benefits and will also be
affected by IFRS 9 Financial instruments, as both of these account-
ing standards will generate OC| iterms that will not be recycled to
profit or loss in subsequent periods. UBS will adopt the revisad
standard on its mandatory effective date of 1 January 2013, re-
sulting in revised presentation in the statement of comprehensive

income.

145 32 Finanaal Instruments: Fresentations and IFRS 7 Financial
Instruments: Disclosures

In December 2011, the |ASE amended the presentation guidelines
and disdosures related to offsetting finandal assets and finandal
lizbilities by issuing amendments to 145 32 Anancal instruments:
Presentation and IFRS 7 Anandal Instruments: Disclosures.

Thie amendments to 145 32 change current practice by requir-
ing that, to achiewe offsetting on the balance sheet, an arrange-
ment must be unconditional and legally enforceable, both in the
nomal course of business and in the event of default, bankruptoy
or insolvency of the entity and all counterparties. The amend-
ments also provide incremental guidance for determining when
gross setilemant systems achieve the fundtional eguivalent of net
settlemnent.

The LASB simultaneously ssuwed disclosure reguirements in-
tended to enable users to assess the effect {or potential efect) of
offsetting arrangements on an entity’s financial position. The
amendments to IFRS 7 Fnandial Instrumendts: Disclosures require
that entities disclose both gross and net amounts assodiztad with
miaster netting agreements and similar amangements, including
the effects of fimancial collaterzal, whether or not presented net on
the face of the balance sheet

UBS is currently assessing the impact of the revised standards
on its financial statements. The amendments to 145 32 are effec-
tive far annual periods beginning on or after 1 January 2014, with
earlier adoption permitted. The amendments to IFRS 7 are effec-
tive from 1 January 2013, Both amendments are required to be

adopted retrospectively
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Mote 2a Segment reporting

UBS AG is the parent company of the UBS Group {Group). The
operational structure of the Group comprises the Corporate
Center and five business divisions: Wealth Management, Wealth
hanagement Americas, the Investment Bank, Global Asset
Management and Retail & Corporate. The five business divisions
qualify as reportable segments for the purpose of segment re-
porting and, together with the Corporate Center and its compo-
nents, reflect the management structure of the Group. Addition-
ally, Legacy Portfolio and Core Functions are disclosed separately
under the Corporate Center. Legacy Portfolio meets the defini-
tion of an operating segment and is disclosed as a reportable
segment.

Wealth Management

Waalth Management provides comprehensive financial services to
wealthy private clients around the workd — except those served by
Waalth Management Americas. lis dients benefit from the entire
spectrum of UBS resources, ranging from investment management
to estate planning and corporate finance advice, in addition o spe-
cific waalth management products and serdices. An open product
platform provides dients with access to a wide amay of products
from third-party providers that complement UBSs product lines.

Wealth Management Americas

Wealth Management Americas provides advice-based solutions
through financial advisors who deliver a fully integrated set of
products and services specifically designed o address the needs
of ultra high net worth and high et worth individuals and fami-
lies. It includes the domestic US business, the domestic Canadian
busiress and international business bocked in the US.

Imvestrment Bank

The Investment Bank provides a range of products and senvices in
equities, fixed income, farsign exchange and commedities to cor-
porate and institutional dients, soversign and government bod-
ies, finandial intermediaries, alternative asset managers and UBSs
wealth management dients. The Investment Bank is an active par-
tidpant in capital markets flow activities, induding sales, trading
and market-making across a range of securities. It provides finan-
cial solutions to its dhents, and offers advisory and analytics ser-
vices in all major capital markets.

352

EDINETOOOO

00000000000 0O(E05852)

Global Asset Management

Global Asset Management is a large-scale asset manager with
lbusinesses diversified across regions, capabilities znd ditribution
chanrnels. it offers investment capabilities and styles across all ma-
jor traditional and alternative asset classes including equities,
fixed income, currencies, hedge funds, real estate, infrastructure
and private equity that can also be combined into multi-ass=t
strategies. The fund services umit provides professional services,
induding fund set-up, accownting and reporting for fraditional
investrment fumds and alternative funds.

Retaill & Corporate

Retail & Corporate provides comprehensive finandal produwcts and
services to UBS's retail, corporate and institutional chients in Swit-
zerland amd maintains a leading pasition in these dient segments.
It constitutes a central building block of UBSs universal bamik
madel in Switzerand, delivering growth 0 UBSs other business-
es. It supporis themn by cross-salling products and services pro-
vided by UBS's asset-gathering and imestment banking business-
e, by referring dients to them and by transferring dients to
‘Wealth Management due to increased dlient wealth.

Corporate Center

The Corporate Certer provides confral functions for the business
divisions and the Group in such areas as risk control, legal and
compliance as well as finance including treasury services, funding,
[balance sheet and capital management. The Corporate Center —
Core Functions provides all bogistics and support functions inchud-
ing information technology, human resources, corporate develop-
ment, Group regulatory relations and strategic initiatives,
commumications and branding, corporate real estate and admin-
istrative services, procurement, physical and information sscurity,
offshoring as well as Group-wide cperations. It allocates most of
its treasury income, operating expenses and persornel assodated
with these activities to the businesses based on capital and service
consumption levels. The Corporate Center also encompasses cer-
tain centrally managed positions, induding the SMB StabFund op-
tion and the Legacy Portfclio.
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MNote 2a Segment reporting” (continued)

Trarsactions between the reportable segments are camried out at internally agreed rates or at arm's length and are reflected in the per-
formance of sach segment. Revenue-sharing agreements are used to allocate external dlient revenues to 2 segment and cost-allocation
agreements are used to allocate shared costs between the segments.

‘Wealth
Weakh Il-pr-n't Imstment  Global Asset Retail &
Manage=ent Bani  Kanagemest Corporate Conporate Canter 1149
Love Legacy

CHF milfon Fuscsions Poatfolio
For the year ended 31 December 2012
et inberest income 1,951 a2 1,141 21] 2,185 1T 18 5954
Narn-isferes? income 5,089 I TAR 1,805 1565 [2,00%) 5 19,567
hoome™ ! 7040 610 .56 1,884 3,756 [2.173) L] 25,561
Credit loss {eapense)/ recovery 1 (14 £ 1] (27} 1] (112 1118
Tetal cperating income 7041 6,057 8.5 1,884 Ry 2,173 F] 25443
Persannel espermes 2,855 415 5,141 aas 1287 280 2] 77
Gesend and adminstrative epeses 1,360 253 2730 EEH] 57 1,648 m 8653
Services (o) from ofter besisess diwsions FrE] (151 132 1) a7 2 ] (1]
mdlmipm?dmm_ipmm 158 100 F-1) £ 128 & ) (]
Impaitmes of goodwil® 1} L] ELE] 1] o 1} 0 ELE]
Amorization and impaismest of intangible msets® 7 51 41 & o 1] L] 106
Todal cperating expesses’ 4634 5201 11,31 1314 1500 1855 BE1 1.6
Performance before tax 407 Ll (2.734) -70] 14827 (4,068) 552} (1.774)
Tav expense/ (beseds] &1
et profit/{less) (2,235)
Additional Infarmation
Total assets? 10,666 63511 672,329 13,322 145,320 222,500 37584 1259132
Additioss o son-cunest assets 4 1 &2 12 45 1,032 0 1,158
bl ot et i 31 Db 3013 o s vt kO 36 e i e Wanar O § B, oo o ok i O 3l oo G

Legacy Forctollo CHF 24 milkan. o The fo@l inber-segmeent resenies for the Groug am Inmaieial as te majormy of S reveraes ane dlocried ans the bsines disioms by means of agree-
mens o« Refersa “Maw 27 Far value of fnancid instruments * for fasae Idamatizn on aen oedk in Cofporate Cemer = Cane Fundiang :rﬂnhdqndqﬂﬂﬁmulﬂ-mﬁgf— and

nhhm munadh”ﬂumh'mnmmwwrumﬁ-m & Feler 1o “Hote 17 Goadwil and
Irhangizk amet” for megaiting geachwill and other inangibee amets by business dikvision. 7 Rk o * iote 37 Changes In oganization” for infomeation on siecuseg clages  © The sqrent
s are based o a thixd-party wies, Le. the amaunis do ot indude inter-mompany babnces. Certain st managed centrally by The Corporabe Cemer |inchuding propsty 202 equipTent and oetain franc bl s
-lhddlnﬂlnpll:mlhtmuMﬁmm:lmmmnmumﬁllﬂmmmﬁmhmmmnlﬂﬂmﬂ
alocaiedza the sgments besed a1
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Financial information
Motes to the consolidated finandal statements

MNote 2a Segment reporting” (continued)

Trarsactions between the reportable segments are camried out at internally agreed rates or at arm's length and are reflected in the per-
formance of sach segment. Revenue-sharing agreements are used to allocate external dlient revenues to 2 segment and cost-allocation
agreements are used to allocate shared costs between the segments.

‘Wealth
Weakh H-F'rln't Imstment  Global Asset Retail &
Manage=ent Bani  Kanagemest Corporate Corposate Cemier 1149
Love Legacy
CHF milfion Fuscsinns Fortfalio
For the year ended 31 December 2011
et inberest income 1,968 29 1,450 {15 2328 11& 474 GG
Narn-isferes? income 5,665 45M 651 .87 1858 1z (1,080 1 JME
hoome™ ! 14634 5300 T2 1,802 4,185 1,554 [E#6] Pk 1r
Credit loss {eapense)/ recovery 1 161 (13 1] fath (4] 25 (a4
Tetal cperating income 1645 5295 To8 1,802 4085 1,583 [551) 27,788
Persannel espermes 3,300 31830 516 654 1.0 64 2] 15634
Gesend and adminstrative epeses 1,182 T83 2430 EEH] 34 a7 148 59589
Services (%) from ofter besiness dhwsions 118 1] L] i1 470 {1 56 (1]
and I|F|-1T1 L 1] 59 251 38 136 byl 3 T
A ion and impai of intanghle assets? n 48 £ L] o 1} 0 17
Total cperating expesses® 5012 4750 8,599 1,373 20 il 1M 2247
Performance before tax 8m e (L3 01] A% 1884 .13 [BEE) 5307
Tav expense/ (besefs] 201
Ret profit/{loss) 4,408
Additional Information
Todal assels? 100,352 53870 B56, 160 15,238 (LERR 148,129 55,006 1406962
Additions 10 son-cumess assels. 5 25 ] 18 Fy 103 1 1,182
0 . m . : -
bt ey o1 Dei 2911 o s Mot gt CF 5 o hecAoent Bk O e oo ot oy o H ST
“hﬂlm-—lﬂ.ﬂnh wiaferity of the severues ar alcabed amoes the besines dvkons by mears of rewmse- sharing agreemenis.  + Bzker o *Nobe 27 Fakrvalse of faandallpsirumers® o
peaie Certer - Lo s Refer s *Moke: 17 Goodwill and Irtargliie assets” for further Inlzrmeardzn, mganding grodwil and asies Ivang bl assrks By busres: divigor.  « Aeder
o "Nokr 37 Changes In oy * far bk ] gcharges 7 The segment ames ane 2.2 thitd pary view, L. the amouns da mo? inchide Imer-company afances.
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MNote 2a Segment reporting” (continued)

Trarsactions between the reportable segments are camried out at internally agreed rates or at arm's length and are reflected in the per-
formance of sach segment. Revenue-sharing agreements are used to allocate external dlient revenues to 2 segment and cost-allocation
agreements are used to allocate shared costs between the segments.

‘Wealth
Weakh Il-pmn't Imstment  Global Asset Retail &
Manage=ent Bani  Kanagemest Corporate Corposate Cemier 1149
Love Legacy

CHF milfon Fuscsions Poatfolio
For the year ended 31 December 2010
et inberest income L137 ] 1,554 {17] AR [ Gl 6,215
Narn-isferes? income 5,608 457 0,292 1075 158 ] &5 25845
hoome™ ! 7,345 5565 1,547 058 3545 {158 1356 320060
Crodit loss {eapense)d recovery 1 11} 155 a (5] L1} [155) 23]
Tetal cperating income 7,358 5564 12,102 2,058 1 {158 1201 3194
Persannel espermes 11m 471 6605 1,087 1687 by ] 1 17021
Gesend and adminstrative epeses 1,264 1223 2455 400 36 157 ] 6,585
Services (%) from ofter besiness dhwsions A8 (1] m 15 (505} [} L] (1]
and llp|-1T1 L 163 158 73 43 146 ] § 918
A ion and impai of intanghle assets? 19 55 £ L] o 1} 0 n7
Total cperating expesses® 5123 5685 .M 1,543 2160 ELr 424 24550
Performance from comtinuing cperstions
befare tax Lin [idi} L% 513 1,710 (504) T 7.348
Performance from discontinued operations
hbefare tax 1} L] 1] 1} ] 1 0 2
Performance before tax 2,213 {121} m 55 1.0 (458 T 1348
Tan expemse ! (benedi] on conlineing qrmn'u A0
Tas espesse/ (tesetd) on d: ' [
et profiti{loss) 1.756
Additional Information
Total assets” 53,847 &7 757 457 15,787 151,563 134,574 71,768 134813
Addilions 1o son-curest assels 25 48 Fi -] 12 a5T H 53
it o o et Dttt S A Wast Moragoat CH 4 B et St O 1 S ottt Mot . RS L Coe e s

CHF (161 millio; ‘Cenier = Legacy Farmially CHF 40 millon. :hﬁlrm?ﬂmhhmllwuhmﬂnm-mm Emsines divislons By I
o aeemerts 4 Rekr i “Mooe 37 Falrvaiue of fnanclal insnments™ mm“mmnmm-mm 5 Reffer oo *Hote | 7 Goocsil and incang b asets™
for {eriter inlommarzn regaring gozdsil and other iningile asets by bestes divkion. o Fefer oo “Mote 37 Changes in organimaton” o iferaton an sstidring carges. 7 T Sy assets i bred on
a thind-party W, Le. T3 0L da nat ndse inferCompany talnoes
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Financial information
Motes to the consolidated finandal statements

MNote 2b Segment reporting by geographic location

The geographic analysis of operating income and non-current
assets is based on the location of the entity in which the trans-
actions and assets are recorded. The divisions of the Group are
managed on an autonomous basis worldwide, with a foous on

For the year ended 31 December 2012

crass-divisional collaboration and the interest of our dients to
yield the maximum possible profitability by product line for the
Group. The gecgraphic analysis of cperating income and non-
current assets is provided in crder to comply with IFRS.

Tatal operating incomse Total non-current assets
CHF millios Share % CHF millon ‘Share %
e - it eoceneccer oo

5302 40

25,443 100 15324 100
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Income statement notes

Mote 3 Met interest and trading income

Far the year endpd % change from

HF milfon naziz ERFA]] AL EIRFAL]
Nt interest and trading income
it inbesest income 5954 6H06 6215 (]
Kt trading income 1,455 4343 TAT [Fin]
Total net interest and trading income 9474 11,168 13,586 (153
‘féeaith Manage=ct 2,728 2846 FE 4
‘féealth Managemest Americrs 1,288 1,17 1.8 7
Imeesament Bask 4,872 408 6847 21

cfwinche invertment banking 18 44 {1 (5]

o il equitie 1,283 149 2.5 Mg

cfwinch fned income, corvencies and commodifies EA] LF kg 4315 &
Hobal Asset Maragement 12 8 n 30
Retail & Coporte 21487 2R 2570 m
Cosporate Center {1,878 465 457

cefwitich v creclit oo ol Fabditier designaded at fak vaive! {2.202) 1,537 (S48
Total net inferest and trading Income G474 11,168 13,686 (15
Met interest inoome
Interest income
Imterest samesd om loans and advances? 9.3 9505 10,6803 (&
Imterest pamed on seourities bomowed and reverse repwrchase agreements 1,413 1,788 143 1
Imterest and dwidend income fram fading pariiolic 4,452 5458 6015 (18
Imterest income on finendial assets designated at fair valee ] 48 2 45
Imterest and dividend income: frem finandal imesiments available-for-sale k-] &5 557 (£5]
Total 15,968 17,968 18472 (14!}
Interest expense
Intesest on amaunts due b banks and cesbomen 1,413 2040 1584 [E3}]
Imterest on secenties kent and repuschose agreements 1, 208 1,352 1.2 [ER}]
Imterest expense from trading portfolio? 351 2BE51 3,7 (16
Imterest on financal Fabilties designated at far vale 1,762 1563 235 (L F:]
Imterest on debt izveed 3262 2507 306 0
Tatal 9,974 11,143 12,657 {10
et interest income 5,954 L 6215 [{F:]

1 For more Infosmation on own aedk sefer o *Roie 27 Far valee of finenctal insiemenis®. > inchides Iniesest income on Impalned lsans and adsances of CF 16 milfion for 2002, CHF 30 million for 2011 and
CHF 37 milflon for 3000, = Incudes expenss refaied io dividesd payment cbiigaiions on tragleg labikies
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MNote 3 Net interest and trading income {continued)
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For the year eadind % change from
CHF milfan Az EYRFAL] ALk AN
Met trading incomes
Imvest=ent Back imrest=ent banking L) 61 n 13
Imeetment Bask equities 1,002 173 1556 &7
Imsesi=ent Bask fooed income, cumencies and commedities 2,829 118 2Te 14
(Cehe business divisions and Corporate Center {250) 1,783 2179
Het trading Incame 1485 4343 TAT (20
oo witihr el gains/(Tocres) fom fisanoal arretc denigated af fxr i 420 4149 45 v}
o which: sef gaies/(Tosses) fom franaal Babiiles desiprated af fxr valuet? (B452) 7437 {1,001

1 Fur e brbormarsion on cwn coadt efer oo “ e 77 Fairalee of franctl nsmuments®. 7 Faln value changes of hadges wiaied vo finarcal kbt desigaaied 2 tair valee are 2o repomd | it tding income.

Met trading income in 2012 induded a gain of CHF 526 million
from the valuation of the option to acguire the SHE StabFund’s

Net trading income in 2011 incduded a loss of CHF 1,849 milion
due to the unauthorized frading incidant reflected in Investment

equity, reflected on the line Other busiress divisions and Carpo-  Bank equities.
rate Center, compared with a CHF 133 million loss in 2011.
= Rafer to the *Risk management and contral® section of this
repart for more information on the valuation of the aption to
acquire the SHE StabFund’s equity
MNote 4 Net fee and commission income
Far the year endpd % change from

CHF milfian Az AEN AR Hazn
Equity undermiliseg fees w7 26 1,157 m
Dokt underwriting foes ™ 554 55 n
Total undenariting fees 1,538 1,180 1912 m
MA%A and corporain fnance fees ETa o0 %7 (5]
Bockermge fees 380 4 169 4930 =
Imerzt=ent fund fises. - FLYH Bacg 1
Portfolio masagement and adviary fees 5,052 5551 5550 [
Inzuranoe-related and other fees 451 150 il n
Total securities trading and imvestment activity fees 16,028 15837 17918 1
Cindil-related foes and com=izinre 414 438 448 5
‘Commisson incom=e from ofter services. k1] a7 50 1
Total fee and commizzion income 17,270 17102 19,218 1
Bockerage fees paid & 933 1,083 m
Ohe g 213 = 7
Total fee and commission expense 1,888 1,856 20057 [}
et fes and commisidon income 15,408 15,236 17160 1

o wiich: set heberage fees FA L¥:0] BE57 (&7
358
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MNote 5 Other income

For the year eadind % change from
CHF milfion 31,4212 EYRFA )] ERR R ] EiRFAL
Associates and subsidiaries
Ket gaissi losses) from disposals of subsidiaries | m (18] (] (61}
et gainsi (looses) from disposals of investments in asociates [} 0 56 1100y
Shane of net profits of assodates - a2 & 110
Total L a4 £l a4
Ananclal invesiments avallable-foesale
et gainsi [looses) from disposals a4 526 o 55
Impaitmes charges (&%) 38 rF]] 118
Total kri] a7 132 (63
Ket nco=e f2om properties? n k! 53 &
et gaissi [looses) from imestment properties? 4 ) B (36)
Oeher Fi ] 450 221] 53
Total other Income BE2 1467 1214 (54
1 irchudies foreign eschange Fchudes

Met gains from disposals of financial imvestments available-for-sale
in 2012 inchudas gains of CHF 219 million in Wealth Management
Americas” available-for-sale portfolio as well as a gain of CHF
88 million on the sale of an equity investment in the Investment
Bank. 2011 induded a gaim of CHF 722 million from the sale of
the strategic investment portfolio, of which CHF 433 million was
allacated to Wealth Management and CHE 283 million to Retsd &
Corporate, as well 2 gains of CHF 81 million in Wealth Manage-
ment Americas” available-for-sale portfolio.

wechmties from other com oo rebaied 1z o domiart sebeidlaies o deses net et receed fram thisd ard net 1
panties. opating epensi.
i L

The line Other included net kosses of CHF 11 million on sales of
loans and receivables in 2012, compared with net gains of CHF
344 million in 2011 and CHF 324 million in 2010, Additionally, it
induded gains on sales of real estate of CHF 112 million in 2012,
CHF 78 million in 2011 and CHF 158 million in 2010

Met gains from disposals of investments in associates in 2010
induded a gain of CHF 180 million from the sale of investments in
assodates owning office space in Mew York.
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Mote 6 Personnel expenses
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For the year ended % change from
CHF million n.iaaz 31211 AL EiRFAL]
Salavies 6,814 6,853 103 4]
‘ariahle compereation — performance awands ' ¥ I, el LA A1 (E]
aflﬁ:h'mh_hiu" 184 [ ] 155 25
Varishle compensation — other' &7 15 14 a2
off which: repircoment payments! 108 i 1oF {1y
cifwhich; it crodits [LEL ] (213 L2 s
off wihich; sevwance payments ! o g i FH
oifwhizh: retention plan and othar payments’ 128 45 121 178
Contraciors. n4 7 m 4]
Social seourity ey 743 B2 3
Penzion and othes post-employment benefit plass® 18 a1 a4 ()
‘Wiealth lh_mF-nﬁluﬁumﬁu“‘ 2,873 2518 2 EET 14
Cehes p | eap GE2 7548 1,137 4L
Total persomnel axpenses’ 14,737 15,634 17,031 (&)
1 Refer bo * Kot 31 Equisy paricy h$"*f-rl i I 013, cosm redaned to gLarntees 1z new Aires wene pcbasried from Yarlable comp = ot 1z Yarka b come
pd-.lrunllthlﬂhqmrﬂldi ard certain neceni e ezt ied bam Vartabie cony - WA o Varkh'e com persaTon
-I:-.Pﬂ:l'[l'h‘k mﬁ*hﬂﬂ*ﬂdmmmuﬂilmluh'_& D awards of CKF 135 million ard CHF 39 millon far the year
Iﬁd!lbln-hrllll For T e ended 31 b Yari sthec 1 p oy [F'hll.*h T
U vesals of johing US5. 4 ndnishgiﬁ-nq-d uimnhi asmall + Refr 0 ° Noke 30 Pervsion and otfer past-
ﬂ'hnﬂ-m & Finardal adwisar hlﬁui}mmﬂl_ by Ararcial adviszis and supzieneTial o
-ln'll'l'ﬂlﬁm'pmhmmrdn&lr It aka Inchudes. coes ied s w0 fAirancial advisors at the Tme of
miﬂ-#ﬂm remeats 7 Inchudes ne of CHF 358 million for The rru-.l.ﬂnm-hrmlz-l:wnl-l-hrh.nrmﬁdﬂmmlnl
Incluces, et FEsiTEChIing provisions neleases of CHF 2 millon for the year ended 31 Decembe 2010 Reter iz “Maie 37 for mam

In 2012, 145 198 was adopted. Prior period information for the
expense line Persion and other post-emiployment benefit plans
was restated accordingly. Refer to “Note 1b Changes in acoount-
ing policies, comparability and other adjustments™ for more infor-
mation.

In the first quarter of 2012, UBS announced certain changes to
its Swwiss pension plam. The main changes, being the reduction in
the corversion rate on retirement and an increzse to the regular
retirement age, senve in part to offset the impact of the increassd

MNote 7 General and administrative expenses

life expectarcy reflected in the defined benefit obligation. Thess
changes to the pension plan resulted in a credit of CHF 720 mil-
lion to the expense line Persion and other post-employment ben-
fit plans.

In the second quarter of 2012, UBS announced changes to its
retiree medical and life insurance benefit plan in the US. Thess
changes resulted in a credit of CHF 116 millicn to the expense lime
Pension and other post-employment benefit plans.

For the year eadind % change from
CHF milfion 31,4212 EYRFA )] ERR R ] EiRFAL
(Oerupany 1,074 1,069 1.5 1
Rent and =ai w of IT and ather equiz AT 429 555 1]
‘Communication and market data serices 632 (1] i 3
Admisistration 3] &21 2] 2
Marketing and public wlations 7 ] 35 ] 4
Trawel and entertainmest 458 4 A56 4
Professional foes ] a22 T34 1[1]
‘Outsoercing of IT asd other senvices 1,357 1,151 1078 &
Provisiares for [ifigation, regelatory and sisilar maters™ 2,548 6 531 ]
Cehes’ 47 122 175 (&1}
Total general and adminisirative expenses 8,853 5,959 6,585 45

1 Reflects thee reef increase ! release of provisions for

ﬂmmm-ummmﬂnthﬁ-mﬁu&undmr 12 dm.l:lrsarr.u

andl CHF 2 milfion for the years ended 31 b a0uz, 31 001 a1 k ml!nh-nup

% UEDR and azher benchrrark raes. & portion (CHF &5 milbor) of the ret 1 In e Inoome certain I1igador, :dmhrrm
fow FONT a5 ' * M 733 Provtilns” was fecoies a5 regative ciber Income raiber than s genewal and admirkiiries experses. :l&t'ﬂnm:ﬂ hrrmn\mn-
don 1 ret real e rekber resTuctuing charges of CKF O milber, OHF 52 millon and CHF 75 millhon s the years ended 31 ber 012, 31 i :m'mﬂ'l b . Rer
1 *Mae 37 Changes in organizrion” for mase irfemation,
360
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Mote 8 Earnings per share (EPS) and shares outstanding
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A5 of or for e year ended % change from

B iR A F AR IR ER ] EiRFAL
Baasic earnings (CHF million)
it profiit attribetable 1o UBS shaneholders {2,511) 4138 TA52
Dilurted sarnings (CHF million)
it profiit attribetable to UBS shaneholders {2,511) 4138 TAS2
L [prmfit Floss o LIES equity derivati comracts i e ] 157
et profit attribetable 1o UBS sh for diluted EF% {2,511 4135 TAS0
Weighted average shares outstanding
\fézighted average shans outstanding for basic EFS 3,784,112,403 3,774,026 437 3,785 732500 i1
Effoct of diutive petential shares nesting fram naftional shanes,
n-the-money opfions and wasnants outtanding 128,281 61,259,378 50011 {0
‘téeighted average stares outstanding for diluted EPS 3,754 238 854 3835, 295 &15 3858 337 049 (k]
Earnings per share (CHF)
Basic (LET) 1.5 17
Diluted {0.ET) 1.08 194
Shares sutstanding
‘Ehanes issmed 3,855, 250,258 3,532 121,859 3,5m0,840513 a
Trezmury shares 7079, 80 4,955 551 I paz o 3
‘Shanes oulstanding 3,747 370,652 3,747,166 348 3,791,548 443 a
Exchangeable thares 418,538 500, 243 500, M1 18)
‘Shanes oulstanding for EFS 3,747 100,158 3,747 675 551 3,792 528 743 a
The table below outhines the potential shares which could potentially dilute basic earmings per share in the future, but were not dilutve
for the periods presented:
Potentially dilutive instruments
Mumbor of thanes nazaz NAEN A0
Employer share-based comg awards 233,256, 208 219,744 03 185, 567472
(e equity derivatiee confracts. 15, 386,805 1,407 443 51,752,713
SHB wamants' WD, 000,000 100y000, 000 1000, (00, 000
Total T4l 642 013 244,151 645 241,320,185

#.m_tﬁmh’m Fﬁhhm'hlMnﬂdﬂmﬂdwnmmﬂlsﬂfﬁgmiﬂmmmm—rmﬂﬂ-pﬂus.u partod

an shares fo The
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Balance sheet notes: assets

MNote ¥ Due from banks and loans (held at amortized cost)
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CHF milfon M.azi2 2021
By type of exposure
e fram Baskes, gross 21,282 3,235
e which: dow fow central banks a2 7
Alowance for credit losses (] (k]
[Due fram Basks, set 21,230 1,218
Lioars, gross
Ressdential merigages 13023 125,775
Commerial morhgage: 24 247
Lombard kass TI519 E8,082
Crker loassl? 40,407 40,802
Securities” 81866 11,520
Subactal 280,808 o]
Alowance for credit loeses [To&) 25
Loare, et 279,501 266,604
Total dse from banks and loans, net! 301,130 5,822

11 Inchades corporaie kare. = Incliges eweaged fnance oars nechsslied tram heldar mading. Refer bo * Kot 1a) b0} and “Naoe 7 Aedxsimton of fnancal sees* for noe ifomation. 3 incades eoaities
nechgaed tom held-fortading Referoo Kote [a) 100 and S 39 Recbesfction of finardal ases® for more idomation. + Aefer o °Kofe 25 Masiman epoare oo ped sk for infzmaen anozloesl and

oz pedt enfancEmeTL

MNote 10 Cash collateral on securities borrowed and lent, reverse repurchase and repurchase agreements,

and derivative instruments

The Group enters into collateralized reverse repurchase and repur-
chase agreements, securities borrowing and securities lending
transactions and derivative transactions that may result in credit

credit risk zssodizted with these activities by monitoring counter-
party credit exposure and collateral values on a daily basis and
requiring additional collateral to be deposited with or returned to

exposure in the event that the counterparty to the transaction s the Group when deemed necessary.
unable to fulfill its contrachual cbligations. The Group manages
Balance shest ssels
Cash collateral ‘Cash collaseral
Cah collateral Reverse receivables secrivables
on securities repurchase on dertvative  Caheolawralon  Reere epencdiase on derivalie
borroved agreements Instruments  seourities borowed agresmenis imstumEnts
CHF miliion a2 n.aza2 nazaz ELAFA]] EIRFAL EIRFAL]
By couinterparty
Banks. 15977 56,773 12,393 17,236 (EET ] 22,31
Customers 1,39 M, 165 18,021 41527 B0 451 18,580
Tatal mIn 130,941 30,413 58,763 213500 41,307
Balance shest liabilities
Cash collateral ‘Cash collaseral
payables payaie
Cagh collateral Repunchase on dertvative  Cash colateral on Feperchame on derivalie
on securities lent agreements Instruments securities lent agresmenis imstumEnts
CHF miliion ¥.aziz n.aza2 nazaz EYAFA]] EIRFAL EIRFAL]
By counterparty
Banks. BN 13,n7 46,101 TA0 16,586 38850
Customers 630 13,2 15,047 536 5443 28,104
E !itﬂ! 37,639 T1,14£ E E&E 67,114
362
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MNote 11 Allowances and provisions for credit losses

CHF milon
Spediic Collective Total

By movement lowantes Bowances  allowances Provisloms' Total 311212 Total 311211
Balance at the beginning of the year n 1 843 CE] 538 1287
Wiite-ofs fusage of provisions (312) @ iy L] [313) is01)
Reconeries 62 ] 1] (] (1] 51
ncriase | [docrease} recogeized ia the income 148 (L) L 18} 118 L
RechassTications 1 ] 1 (13) o (]
Foreign cerency anslation (L] o = o ] [
Crhes L] o = L L]} L]
Balance at the end of the year 616 114 730 ] T84 Fr)

| Fepreserts a7 loar commiomenis and quanTieey, whith ane indaded in Other ilandites. Seder to *Kobe 33 Provibons and oortinger abiies” for moe Ifemadion. Reter 1o e “Faancal and opeadeg
p-nu'mlt repunt dov thie masimem (newcble amoutt of i ometmes and g

Spediic Collective Total

Ey balance sheet line allowances allowances allowances Provisions  Total 311212 Tobl 311211

Due fram basks 2 o n n 17

Lo 591 114 706 06 &5

Each collateral on securities bomowed 2 o 2 2 -

Prosisians' &4 &4 ]

Balance at the end of the year £18 114 730 &4 784 918

| Fapemerts ok anig
i

¥

£
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Financial information
Motes to the consolidated finandal statements

MNote 12 Trading portfolio
(CHF milfan a2 Az

Trading portfolio assets by issuer type

Fnanclal aszets held for trading 142767 162821
Precious mesals and other physical commedities 17083 18,704
Total trading portfolio assels 160,861 181,525

Trading pertfolio liabilfties by issuer type

llabilities 34,154 35,400
camik of pestal :

tin COITE vtk hi T drshed L)
million as of 31 Decemmbeer 201 1, and debt insirements wone inceased by CKF 2,004 millen & of 31 Decemizer 2011

364
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MNote 12 Trading portfolio (continued)
A2 EiRFAL
Lewel 1 Lewel 3 Lewvel 3 Todal

Trading portfolio ssets by product type

12,180
o954
o
297
e i
Total debt Inctruments 9,740
[Equity instruments 46,9594
Hmhmhﬂ_m .......................................1.‘!'51.............................................................
Financlal Mhﬂdlﬂlﬂﬂlm 91,290
Precious mesaks and other physical commdities
Total trading portfolio assels
Trading portfolio Rabilities by product type
Debt instruments
Gowerament bills/bonds 14,093
140
1
offwhich; mortgage-becked secunifies 14
Total debt Instruments 15,008
Equity instruments 13,!-1! EL] 1 18621 13,937
Total trading portfolio llabilties 5,449 151 H,l!ll- 35,480
1 Fafierta “Mone 77 Fak vl =l faaroal retremenis® dar more infomirtion on the fair e Memithy nlr 1 I JO0Z, we conected the classiicatian of
chmaiad . RTINS raher Than et PEtemETi A 3 ek, EOUITY IEis TS WESE FeELnsd by 2104 ﬂﬂl!lmmlﬂmﬂﬂ-ﬁﬂ”—“ﬂi

by CF 2,004 & of 31 December 301 1.
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Mote 13 Finandal assets designated at fair value
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CHF milfion EINFAF EIRFAY
Loars 1811 1,358
Structured leans 1,187 G50
Rerverse repurchase asd securities bomowing agreements. 5466 8071

ofwiich; banks 2500 1514

of wihich: customars 2966 2557
mrst=ent funds 508 130
B e ™ L ey s .
Total financial assets designated at fair value 9,106 10,336

The maxmum exposure to credit risk from finandal asssts desig-
nated at fair value is equal fo the fair value for Loans, Struchured
loans and reverse repurchase and securities borrowing agres-
mients. The maximum exposure is mitigated by collateral, whidh
mainly relates to structured loans and reverse repurchase and s=-
curities borrowing agreements of CHF 5,624 million and CHF
£.919 million for 31 December 2012 and 31 Decamber 2011, re-
spectively. These collsteral values are capped at the maximum ex-
posure to credit risk for which they serve as seourity.

Cther debt instruments mainly reflect loan commitments and
letters of credit designated at fair value which have a maximum

exposure to oedit risk of CHF 4,237 million and CHF 4,423 mil-
lion as of 31 Decamber 2012 and as of 31 December 2011,
respectively. The maxdimum exposure to credit risk of these instru-
ments is generally hedged through dervative transactions.

Imvestment fund units do not have a direct exposure to credit
risk.

The maximurm exposure to credit risk of loans, but not struc-
tured loans, = generally mitigated by credit derivatives or similar
instruments. Information regarding these instruments and the ex-
posure which they mitigate is provided in the table below on
a noticnal basis.

Motional amounts of loans designated at Fair value and related credit derivatives

CHF milfan

Leares — noticnal amoent

Credit derivasives related 2 beans — notional amoent’
Credit derisafives related 8o loares — fair walee

H.azi2 Haz
rio2 2555
1,025 1,404

2 7

1 Condit derhaiives coTimds indude Tedt default swags, wotl ream sy and Smitr reRneTs

The table below provides the impact to the fair values of loans from dhanges in credit risk for the periods presented and cumulatively
since inception. Similarly, the dhange in fair value of credit derivatives and similar instruments which are used to hedge these loans is

ako provided.

Changas in fair value of loans and related oedit derfivatives attributsble to changes in credit risk

‘Cumulative from inception

Far the year ended until the pear ended
CHF million n.ianz EYRFA)] M.ixi2 EIRFA
Changes in fair value of lass designated 22 fair value, attribetabile to chasges in credit risk! F [15) (10} (L]
Changes in fair value of credit deri and similar i which mifigale %8 maximem
exposurs o credit risk of lass designated at fair value’ L] 15 2 n
|I:ll-tl1dm'|ﬂ-rhr.il‘uft-.ldhn ih“ﬂﬁihh@ll“ﬂﬁnﬂﬂrﬂdhlﬂhﬁi@thﬂﬁn_l'ldm'lﬁ-
e charges I the tar valae of oedt derisaties hedging sach kars indude all The detsaties which nave been psed o mtigne st ol these boans Sinoe designasion 2t falr value. For loans reported ander sae fal
il apton, changes In fair aive dee o changes in the qedt =aazing of the bonowe i e ty coadit Ink ot Inesd 1o Irdependent market soore.
366
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Mote 14 Finandal investments available-for-sale
(CHF milfan a2 Az

Finandial investments available-for-sale by issuer type
Debt instruments

HALia Az

1 Fafier o “Mote 37 Fabl aiue of financial nsmumenis* for maere |rormasion on the tair wadse hierdy oegosizrion

367
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Mote 15 Investments in associates

CHF milfion EINFAF EIRFAL
Carrging amaunt af e beginning of the year Ta8 T
Additions 4 1
Ditpasak [E]] 4
Shane of net profits of associates ag 41
‘Shane of other comprehersive income of ssocaies 25 n
Dividends paid (27} [r2]
Fanzign cemency transiation (1) i
Carrying amouwst 3t the end of the year 50 i)

Significant assodizted companies of the Group had the following balance sheet and income statement totals on an aggregated basis,
not adjusted for the Group's propaortionate interest. Refer to “Note 34 Significant subsidiaries and assodates”™.

A of or for the year ended
CHF mifiion M.z EiRFAL
Mzsets &85 5506
LahiFies 4,141 ER.]
Revenues 1,361 1,256
et profit 123 181
Mote 16 Property and equipment
At historic cost less accumulated depreciation
IT hardware,
Cwn-sed Leaschold witware and “:h-ml:h- Peogecis in
CHF milfion propert X i and equiy prog H.ixi2 1241
HEstoric cost
Balance at the beginning of e year BETS 2614 4,049 36 545 16,601 6,254
Additions 75 55 194 51 FELS 1,111 1,134
tdditions fram acquired companies o 1] 1] 1] L] ] 2
Diispasals Marite-offs' (2154 (203 1413 125) 0 [E5a) et
Rechssfications (225 19z n ar [452) (4200 ()
Fareign cemency translation L] (&3 24 1 [ (&8} 19
Balance at the end of the pear 8,207 26T 3,833 i &1 16428 #6583
Accumiilated depredation
Balance at the beginning of e year 44914 1,920 3,595 545 0 11,005 L]
[Depreciation and impairmest? i) i ] 218 [ 1] [i] &BY TE1
Diispasals Murite-offs! (2154 1595 413 {27} 0 (E50) [y ]
Rechssfications (260} 5 (1] 1} [i] (255 na
Fanign cemency transtation ] (25 [Fki] 1] 0 (85} 16
Balance at the end of the pear 4560 1812 3,378 574 0 10,524 11,05
et book walue ot the end of the ypeartd 3647 765 455 e Lik] 5508 5670
1 Incucos watseots of faly depeectned msets. 2 In 3012, Smounts presamed nckde 3 CHF | millon nes seversal of impaitmenc: of o, wed property {31 Decamber 2011- CHE 23 millerl, CHE 27 milon reg

of leasenokd =1 2011z CHF 29 million), CHF & milion of IT, sobwaie and comimunication and CHF 5 milko net Imgaimrents of cther machings ard eqaipment
Ell:ll_lml I:II!n-ud. 3 Fwe Inswance s of propery and equipment k CHF 12,855 milion (001: CHF 13,075 millon), peedeminanty retated to real estate. 4 As.of 31 Decemiber 2012, comisac
I the fosa e armourned o approdmarely CHF 005 blfion. 5 Wiy reflects reciesliexiions 10 Irsesnen: prapesies at fal v CHF 75 millon on a net besis) pressnted in-the
uﬁﬂum“hnﬂrnrﬁm:uuﬂwuﬂnmm

Investment properties ot fadr valiae

CMF miliow LR FAF IA201
Balance at the beginning of the year 10 ol
Additions ] o
Sales [} (111}
Araalzations. L] 4
Redauifications 5 [
Famign cumandy tansiation a (1
Balance af the end of the year E 1D__
-]
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Introduction

UBS performs an impairment: test on its goodwill assets on an an-
nual basis, or when indicators of impairment exist. UBS considers
the segmenis as reported in “Mote 2 Segment reporting ™ as sepa-
rate cash-generating umits. The impairment test is performed for
each segment to which goodwill i allocated by comparing the
recoverable amount with the carmying amount of the respective
segment. An impairment charge is recognized if the camying
amount exceeds the recoverable amount.

A5 of 31 December 2012, the following three segments camied
goodwill: Wealth Management (CHF 1.3 billion), Wealth Manage-
ment Americas (CHF 3.2 billion), and Global Asset Management
{CHF 1.4 billion). Based on the impairment testing methodology
described below, UBS concluded that the goodwill balances a5 of
31 Decermber 2012 allocated to these segments remain recover-
able.

Impairment of Investment Bank goodwill and other
non-financial assets

Animpairment test was performed 2= of 30 Septemiber 2012 with
respect to the Imvestment Bank: because indicators of impairment
were present for that cash-genarating wnit. Thess indicators in-
duded negative variances from planned performance, preliminary
discussions regarding changes in strategy for the Imvestment Bank
and revised business plan infarmation taking into account chang-
&5 in market conditions and the global economic outlook. The
impairment test was based on the business plan approved by the
Board of Directors on 29 Ochober 2012, As a result of this impair-
ment test, losses were recognized in the income statement relat-
ing to a full impairment of CHF 3,030 million for goodwill in the
third quarter of 2012, Additicnal asssts were examined to deter-
mine whether their camying values excesded their recoverable
amounts. Impairment losses of CHF 15 million were recognized in
the income statement for other intangible assets and CHF 19 mil-
lion for property and equipment, both in the thind quarter of
2012. These impairment losses were recognized in the Invesiment
Bank's 2012 operating results 2= Impairment of goodwall, Amaorti-
zation and impairment of intangible assets, and Depreciation and
impairment of property and equipment.

Methodology for goodwill impairment testing

The recoversble amount is determined using a discountad cash
flow model, which uses inpuis that consider features of the bank-
ing business and s regulatory erwironment. The recoverable
amount of a segment is the sum of the discounted earnings at-
tributable to shareholders from the first five forecasted years and
the terminal value. The terminal value reflecting 2l periods be-
yond the fifth year is calculated on the basis of the forecast of
fifth-year profit, the discount rate and the long-term growth rate.

The carrying amount for each segment is determined by refer-
ence to the Groups equity atiribution framework. Within this
framework, which is described in the “Capital Banagement™ sac-
tion of this report, the Board of Directors (BoD) sttributes equity
to the businesses after considering their risk expasure, pro-forma
Basal Il RWA usage, asset size (pro-forma Basel Il Leverage Ratio
dencminator], goodwill and intangible assets. The framework: is
primarily used for purposss of mezsuring the performance of the
businesses and includes certain management assumptions. At
tributed equity equates to the capital that 2 s=gment requires to
conduct its business and is considered am appropriate starting
point from which to determine the carrying value of the seg-
ments. The atiributed equity methodology is aligned with the
business planming process, the nputs from which are used in
calculating the recoverable amounts of the respective cash-gener-
ating umits.

= Refer to the "Capital Management” section of this report far

more information on the equity attribution framework

Assumptions

‘aluation parameters used within the Group's impairment test
model are inked to external market information where applica-
ble. The model used o determine the recoverable amount is most
sansitive to changes in the forecast eamings available to share-
holders in years one to five, to changes in the discount rates, and
to changes in the long-term growth rate. The appled long-term
growvth rate is based on long-ferm economic growth rates for dif-
ferent regicns worldwide. Earnings available to shareholders are
estimated based on forecast resulis, which are part of the busi-
riess plan spproved by the BoD. The discount rates are determinad
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Financial information
Motes to the consolidated finandal statements

MNote 17 Goodwill and intangible assets (continued)

by applying a capital-asset-pricing-model-based approach, as well
a5 considering quantitative and qualitative inputs from both inter-
nal and external analysts and the view of UBS's managemeant.
Key assumptions used to determine the recoverable amounts
of each segment are tested for sensitivity by apphying a reasonably
possible change to those assumptions. Forecast earnings available
to shareholders were changed by 10%, the discount rates were
changed by 1% and the |long-term growth rates were changed by
0.5%. Under all scenarios, the recoverable amounts for each s=g-
ment exceeded the respective carmying amount, such that the rea-

Discount and growth rates

%

sonably possible chamges in key assumptions would not result in
impairment.

If the estimated earnings and other assumptions in future peri-
ods deviate from the current ocutlock, the value of our goodwill
may become impaired in the future, giving rise to losses in the
income staterment. Recognition of any impairment of goodwill
wiould reduce IFRS equity attributable to UBS sharsholders and
net profit. it would not impact cash flows and, as goodwill & re-
quired to be deducted from capital under the Basel capital frame-
wiork, no impact is expected on the Group capital ratics.

Growth rates
M.azi2
1.7

Disooent rales

311212 EIRFR] 21

1 24 dsooerk e of appeod manely 1 3% s s for Tae impalament test that wae performed as of 30 Seplemter 2012 wih reszed 1o fae Eanic. A5 thee Bank bad o goodwil & of 31 Deene
e 012, D Imipaal e besst was requised % year end.
Goodwill Izzangible assets
Customer
relafinships,
CHF milfon Total Infrastruche  rights and other Total LI RFA K] Az
Historic cost
Balance at the beginning of e year 9074 M2 854 1,567 16,541 i
Additions ] ] a 1 40
Dispozaks i 11l {4} (¥
Wirite-cfls 13,0300 [el] 4 (3110} 1]
Fareign comency hianslation (L] 1m ] (28] (124} (£ ]
Balance at the end of the year 50949 I m 1,469 TA17 L]
Accumulated amortization and Impaimient
Balance at the beginning of e year ] 547 S4E 45 2
Amorization 25 54 B9 a9 o0
Impaitme=t 1,0m0 17 7 1047 w
Dispasals 0 o [
Wirite-cfls 13,0300 [l 4 (3110} 1]
Fareign comency hianslation {1 7 (17 (17 a
Balance at the end of the year 1] a4 512 K EL W
et book value ot the end of the pear 5,949 FiF 241 513 & 481 0655
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MNote 17 Goodwill and intangible assets (continued)

The following table presents the disclosure of goodwill and intangible assets by business unit for the year ended 31 Decernber 2012.

‘Weak®
‘téeah Manage=mt Imvesiment Global Aszet Corporate
CHF milfon anagement Americas HBank tdamagement Conter UES
Goodwl
Balance at the beginning of e year 1318 1343 g0 1,442 074
Additions 3 -
Uisposals i
bnpaimend 3,03 [T
Fanzign cerency tianslation (15 &0 1 E]] L]
Balance at the end of the year 1,304 5,21% 2] 1,452 840
Intangible assets
Balance at the beginning of f2e year & 33 13 4 &1
Mdditions ] &
Dhspoals i ]
Amorization 23] (51) 125) L] 2 (B
npaimend [ {51 i
Foreign cerency tianslation =] (1] 1 =
Balance at the end of the year 53 33% Er ] kL] B 5%
The estimated, aggregated amortization expenses for intangible assets are as follows:
CHF milfion ntanghe asset
Estimated, aggregated amortization expenses for-
2013 =
4 ™
2015 74
e &5
2017 57
318 and Themafte: 146
Mot amortized due i indefinite useful e o
Tatal 513
Mote 18 Other assets
CHF milfan H.ili2 EIRFRL
Frime ookerage recrivables B072 6,103
Froperties and ather nos-cenent asets held for sale 137 183
VAT and other tax recefsables. 4 176
Orhes rndl 2,152
Total other asseis 11,058 9,165
i
a7 4
i
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Balance sheet notes: liabilities

Mote 19 Due to banks and customers
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CHF milan .azi2 iz
e 1o banks. 23024 30,201
Due 1o in savings and i accoenks 134,255 114079
(ehes amounis due io cusiomers 23T 837 el ]
Tafal due fio c ¥ 802 34 a0
Total dise to banks and cetomers 154,916 7610
Mote 20 Finandial liabilities designated at fair value®
EHF milfan M2z EIRFRE]
Bon-structured fieed sate bends 4987 4,114
Structured debt insirements Ssued:
Equity linked 35924 arm0a
Credit ke 11,186 p T
Feates lizked® 18,506 19853
i 4672 4767
Structured ower-the-counter debt instruments:
Enquity Inked 3538 LR
e 8154 64815
Reperchas agreements 1,672 417
Lean commitmests? 161 45
Tatal SraTe 2oy
o which: v crect on Snavoln Sabiities designaded af fai value 292 {1,234

2 Streured debi rstamets ksued, Other In additer, the

were: FLaSe i the disckesure of Francl Mobilies desigraned o i vaie. Boo-srucioed fised-ine boass ane row
cheHiration st Ssudured deb esmuments iaed and Studured oeerfie-omarier

separaivly Fresioisl, Shee rsinneTs eporie
IesTmenis wa comacted for 31 D--h-!:ll.. 1 Bk

Includes, pon streciesed ooy inked g insmuments lmped 3 Loon commiiments recognized 2 “Finasdal Mabiies deskpnaied at fair valoe® uril Srawn ard recognized a5 oo Ses Mol §a £) for addtional

Irlziration.

A5 of 31 December 2012, the contractual redemption amount at
miaturity of Financial lizbilities designated at fair value through
profit or boss was CHF 0.2 billion higher than the camrying value.
As of 31 December 2011, the contractual redemiption amount at
maturity of such liabilties was CHF 6.1 bilkon higher than the
carmying value.

A5 of 31 December 2012 and 21 December 2011, the Group
had CHF 52 878 million and CHF 88,982 million, respectively, of
financdial liabilities designated at fair value, comprised of both CHF
and non-CHF denominated fixed-rate and floating-rate debt.

The table on the following page shows the contractual matu-
rity of the carrying value of finandal liabilities designated at fair

EFF]

value, split between fized-rate and floating-rate based on the
contractual terms and ignoring any early redemption features.
Interest rate ranges for future interest payments related to thess
financial liabiities designated at fair value have mot been indud-
ed in the table below a5 2 majority of these liabilities are struc-
tured products, ard therefore the future interest payments ars
highly dependent upon the embedded derivative and prevailing
market conditions at the time each interest payment is made.
= Refer to the "Maturity analysis of finandal liabilities® table in
the “Treasury management” section of this neport for infarma-
tion on maturities on an undiscounted cash flow basis.
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Mote 20 Finandal liabilities designated at fair value (comtinued)

Contractual maturity of carrying value'

CHF million, exepd where indicated 2013 2014 2015 06 2T ANE-2022  Temafier !1.1;D.|'.I.l! 3I.111-n.|:
MBS AG (Parent Bank)
B e s
Ficed cate 6.9 oy 2870 1,201 2533 2182 2082 21,304 1925
Floating rate 8.2 LIS L% 318929 5,504 4522 5a78 57,538 58,852
Subsotal 25579 0,742 10,355 5,140 7987 7,04 11,230 78541 .
Subsidiaries
i
Foed rate 259 7 156 240 -0l 851 1,330 3145 1035
Hoating rate 285 = 1677 3176 a1s 1,322 50 10,291 8150
Subbotal 110 ] 1,834 1416 1,006 1,573 1840 14,036 11,185
Total 28 BRG 11,801 12,192 557 2992 2,006 13769 92,878 88983
iin FIZ, p b o the table. Fiandal lasdities o 1 af fair wbue are o IDeSt kesued eld at amorttoed cost. In 081, the comicachual ma-

lﬁdﬂ-ﬂilﬂmhﬂgﬂ-lhrvﬁl'lleI“Hlmm_pﬂd_lwuimhmmﬂmuﬂﬂ-g‘dﬂum

fion 31 Depember 7001,

Mote 21 Debt issued held at amortized cost

CHF milfon IR FR T Az
Cerificates of deposit 11,153 31,23
‘Commerial paper T 182 22113
(Cehes short-term debrt 12548 17861
Short-term debt i 493 nan
Bor-structured feed cate bonds 1,197 31,515
Covered bonds 15116 978
Subondisated debt 10,546 1035
M!mdﬂnuuﬂlﬁumnﬁbunduﬁmu.nfh Snmrlg'uiuu'm-lbd: ................................................................... i i
Mediumrerm notes 1,341 1951
Cehes long-tens debit E178 5810
Long-term delrt TI 183 B8, 240
Total diebt Esued bebd at amortized cost! 104, 656 140517

1 Mot of bifwscated emibedded derivatives with 2 net far alue of CHF 133 milken 2 of 31 Deoember 2012 (31 Derember 701 1: CHF 955 miloal

The Group wses interest rate and foreign exchange derivatives
to manage the risks inherent in certain debt instrumants held
at amortized cost. In cerfain cases, the Group applies hedge
accounting for interest rate risk as discussed in Mote 1a) 15)
and “Mote 25 Derivative instruments and hedge accounting”.
As a result of applying hedge accounting, the carryimg value of
debt issued inoreased by CHF 2,608 million and by CHF 2,051
millicn a5 of 31 December 2012 and 31 December 201, re-
spectively, reflecting changes in fair value due to interest rate
movements.

Subordinated debt are unsecured chbligations of the Group
that are subcrdinated in right of payment to zll other presant and
futwre indebtedness and also to certain other obligations of the
Group. As of 31 Decamber 2012 and 31 December 2011, the

Group had CHF 10,646 millicn and CHF 7,035 million, respec-
tivehy, of subordinated debt, which included CHF 3,656 million
and CHF O million of loss-absorbing capital notes as of 31 Decem-
ber 2012 and 31 December 2011, raspectively. A majority of the
subordinated debt cutstanding as of 31 December 2012 were
fixed rate issuanices, with the remainder paying floating rate inter-
est based on three-month or six-month Londan interbank Offered
Rate (LIBOA). Both the fixed and floating rate instruments provide
for a single principal payment upon maturity.

As of 31 Decemnber 2012 and 31 December 2011, the Group
had CHF 34,009 million and CHF 133,581 million, respectively, of
non-subordinated debt issued held at amortized cost, comprised
of both CHF and non-CHF denominzted fixed rate and floating
rate debt.

EFE]
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Mote 21 Debt issued held at amortized cost (continued)
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The following table shows the contractual maturity of the carny-
ing value of debt issued, split between fixed rate and flasting
rate based on the contrachual terms and igmoring any early
redemption festures. The Group uses interest rate swaps o
hedge the majority of fixed-rate debt Esusd, which changes their

Contractual maturity of carrying value'

re-pricing characteristics into those similar to floating rate debt.
= Refer to the "Maturity analysis of finandal Rabilities” table in
the "Treasury management” section of this report for informa-
tion on maturities on an undiscounted cash flow basis.

CHF millon, e whene indioated 2013 214 2015 3018 1T 20iE-3022 Teareafies “.11;0.:-!; .1I.111-n.ﬂ
O
Hon-subardnated debt

Fioed rate 33840 T414 AR 44974 &5 13875 1,504 417 Gam18

Imtesest rtes frange in %) o513 O-55 -39 -6.4 3-54 3-8 o-24

Floating rate 4833 1614 18 a 1] i} 2m 8,198 13,739
Subardinated debt

Foed rate 3 e 1,053 [ F ] 673 5,432 1,08 9,955 6,350

Imtezest rates frasge in %) 4313 i 314-T4 31i-55 45-T4 44-14 a4-08

Hoaling rate o ] 1] o 1] 692 a 8492 a5
Subbotal 20 ETE 947 8,255 353 5,305 15,608 5240 97,281 120,53
m .................................................................................
Howsebiadinsied daby 1T

Fined rale 5225 1m 3 557 105 .| 1 8,100 18551

Interest rates {range in %h 3-08 O-T8 1] s G-8.1 a 062

Floariing rabe 54 ] 1] o 1] 2 1,238 1,754 14713
Subbotal 5378 in £ 557 105 30 1,245 7.5 20004
Total 43554 95599 A58 310 5.4 20,029 5,457 104, 656 180,617

1l 212,
fow 31 Deember 5911

MNote 22 Other liabilities

reszniziianal changes were mark io e coniacisal ey table Dety baed Beid at amocfed oo b peenied
aeties of Debt Issed hebd ot amoritres) cost ard Firandal lasdites deskgraied 27 fabr vakes sews pressmed o1 2 combloed bask b

{am Finandal lablfies 4

Falr vakue. In 2011, th | mar
the: damication bevween {ised mabe and flaxing mie debi was mesded

CHF milifion H.azi2 Az
Prime beckerage payahbles 5620 36,146
Amounits due undes enitlinked imestment contracts 15346 L]
[Defermed compensafion plans 1,541 1578
et defined benefit pension and post-employment Bability'~ 1,284 3,135
Teird-party inteeest in consalidated fmited p hi 1138 1.3
Settlement and deaing accoustsy 91 74
VT and other tax payables &06 &2
Cuwent and deferred tax fiabillies’ 585 513
Ceher M 1,528
Total ather liabilities 55,502 62,784
el G 153 fr s e 4 U o i« bt CHF 1§ Ul g o s 0 gt e e sy eyt oo

UEDA and cxher benchmark: e Seler bo Ko 73 Provislens and oortingert labiies® for mose irkomarion.

EFL
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Mote 23 Provisions and contingent liabilities

a) Provisions
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requizlony milments

Opesational  andsmiar  Restruc-  and guar- Beal  Emplopee Todal Total
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Restructuring provisions primarily relate to onerous lease con-
tracts and severance amounts. The utiization of onerous l=ase
prowisions is driven by the maturities of the underying lease con-
tracts, which cover a pericd of up to 11 years. Severance relatad
prowisions are utilized within a short time period, usualby within six
months, but potential changes in amount may be tiggerad when
natural staff attrition reduces the number of people affected by a
restruckuring and therefore the estimated costs.

b} Litigation, regulatory and similar matters

Information on provisions and contingent lizbilities in respect
of Litigation, regulatory and similar matters. a5 a dass, & induded
in Mote 236, Further information on the nominal principal amount
of Loan commitments and guarantees, representing our ma-
mum exposure to credit risk, is disdosed in Mote 29c. There are no
miaterial contingent lisbilitias assodated with the other dasses of
[ProvISions.

The Group operates in a legal and regulatory emvironment that
exposes it to significant Itigation and similar risks arising from
disputes and regulatory proceedings. As a result, UBS {which for
purposes of this note may refer to UBS AG and/or one or maore of
its subsidiaries, as applicable) is imvohved in various disputes and
legal proceedings, induding litigation, arbitration, and regulatory
and criminal imvestigations.

Such matiers are subject to many uncertainties and the out-
come is often difficult to predict, particularly in the earlier stages
of a case. There are also situations where the Group may enter
into a setlement agresment. This may ocour in order to avoid the
expense, management distraction or reputational implications of
continuing o contest kability, even for those matters for whidh
the Group believes it should be exonerated. The uncertainties in-
herert in all such matters affect the amount and timing of any
potential cutflows for both matters with respect to which provi-
sions hawve been established and other contingent liabdities. The
Group makes provisions for such matters brought against it when,
in the opinion of management after seeking legal advice, it is
miore likely than not that the Group has a present legal or con-
structive obligation as a result of past events, it & probable that an

outflow of resources will be required, and the amount can be reli-
ably estimated. i any of those conditions is not met, such matters
result in contingent liabdlities.

Specific litigation, regulatory and other matters are described
below, induding all such matters that management considers to
lbe material and cthers that management believes to be of signifi-
cance due to potential finandal, reputational and other effects.
The amount of damages daimed, the size of a transaction or
other information is provided where available and appropriate in
order to zssist users in considering the magnitude of potential

In the case of certain matters below, we state that we have
established a provision, and for the other matters we make no
such statement. When we make this statement and we expect
disdosure of the amount of a provision to prejudice sericusly our
position with other parties in the matter, because it would revesl
what UBS believes to be the probable and reliably estimable out-
flow, we do not disclose that amount. In some cases we are sub-
ject to confidentiality obligations that preclude such disclosura.
With respect fo the matters for which we do not state whether
wie have established a provision, either a) we have not established

375

Fnancial information

323/465



Financial information
Motes to the consolidated finandal statements

MNote 23 Provisions and contingent liabilities (continued)

EDINETOOOO

00000000000 0O(E05852)

a prowision, in which case the matter is treated as a contingent
liability wunder the apphicable accounting standard or &) we have
established a provision but expect disclosure of that fact to preju-
dice sericushy our position with other parties in the matter be-
cause it would reveal the fact that UBS believes an outflow of re-
sources to be probable and reliably estimable.

The aggregate amount provisioned for litigation, regulatory
and similar matters as a class is disdosed in Mote 233 above. It

Provisions for Etigation, regulatory and similar matters by segment

is not practicable to provide an aggregate estimate of lishility
for our litigation, regulatory and similar matters as a class of
contimgent liabilties. Doing s0 would require us to provide
speculative legal assessments as to daims and proceedings that
invalve unique fact patterns or novel legal theories, which have
not yet been initiated or are at early stages of adjudication, or
as to which alleged damages have not been quantified by the
claimants.

Wiras Corporate

Vieath  Masage- Glaal Contm—  Conber —

hanage- ment bvessment Ametban-  Batad & Con  Logacy Total Tatal
CHE milfion mint  America Bk agemest Compomaie  Functions fo M1z MARN
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ot an firatone 0 o {5 ] ] Il g5 i 0
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1. Municipal bonds

In 2011, UBS announced a USD 140.3 million settlement with the
US Securities and Exchange Commission (SEC), the Antirust Divi-
sion of the US Department of Justice {DO)), the Internal Revenue
Service {IAS) and & group of state attorneys general relating to the
investment of proceeds of municpal bond Esuances and associated
derivative transactions. The settlement resolves the investigations by
those regulators which had commenced in November 2006. Sav-
eral related putative class actions, which were filed in Federal Dis-
trict Courts against UBS and numercus other firms, remain pend-
ing. Approximately USD 63 million of the requlatory settlement was
made availzble to potential daimants throwgh a satlement fund,
the majority of which has been claimed, thereby reducing the total
manetary amount at isue in the class actions for UBS.

2. Auchion rate secunties

In 2008, UBS entered into settements with the SEC, the Mew
York Attorney General (NYAG) and the Massachusetts Securities
Division whereby UBS agreed to offer to buy back Sudion Rate
Securities (ARS) from eligible customers, and to pay penalties of
UsD 150 million. UBS has since finalized settlements with all of
the states. The settlements resolved investigations following the
industry-wide disrupticn in the markets for ARS and related auc-
tion failures beginning in early 2008. The SEC continues o inves-
tigate individuals zffiliated with LUBS regarding the trading in ARS
and disclosures. UBS was ako named in (i} several putative class
actions, which were thereafter demissed by the cowrt andfor
settled; (i} arbitration and litigation claims asserted by investors
relating to ARS; and (i} arbitration and Itigation daims asserted

EF

by ARS issuers, imcluding a pending litigation under stzte com-
mon lew and a state racketeering statute seeking at keast USD 40
million in compersatory damages, plus exemplary and treble
damiages, and several pending arbitration daims filed in 2012 and
2012 alleging viclations of state and federal securities law that
seek compensatory and punitive damages, among other relisf. In
Movember 2012, UBS seifled a corsequential damages daim
lbrowght by a former customer for LISD 45 million.

3. Imquiries regarding cross-border weealth management
Dusinesses

Followimg the disdosure and the settlement of the US oross-
border matter, tax and regulatory authorities in a number of coun-
tries have made inguiries and served requests for information
located in their respective jurisdictions relating to the cross-border
wezlth management services provided by UBS and other finandal
institutions. In France, a criminal investigation into allegations of
illicit cross-border activity has been initiated with the appointment
of a "luge diinstruction”. We have also received inquiries from
German authorities concerning certain matters relating to our
cross-border business. UBS is cooperating with these inguiries,
requests and investigations within the limits of finandal privacy
obligations under Swiss and other applicable laws.

4. Matters related to the financial crisis

IUBS is responding to a number of governmental inquiries and in-
vestigations and is involved in a numiber of litigations, arbitrations
and disputes related to the financial crisis of 2007 to 2009 and in
particular mortgage-related securities and other structured frans-
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adtions and derivatives. In February 2013, the SEC advised UBS
that it is terminating its investigation of UBS's valuation of super
senior tranches of collateralized debt chligations (CDO) during
the third quarter of 2007 without recommending amy enfonce-
mient action. UBS is in disoussions with the SEC concerning UBS's
structuring and undenwriting of one COO in 2007. UES has also
communicated with and has responded to other inguiries by vari-
ous governmental and regulatory authaorities concerning varicus
matters related to the financial crisis. These matters concemn,
amaong other things, LBS's (i) disdosures and writedowrs, (i) in-
teractions with rating agencies, (i) risk control, valuation, struc-
turing and marketing of mortgage-related instruments, and (W)
role as underwriter in securities offerings for other issuers.

UBS is a defendant in several lawsuits filed by institutional pur-
chasers of CO0s structured by UBS in which plaintiffs allege. un-
der various legal theories, that UBS misrepresented the guality of
the collateral underlying the CDOs. Plaintiffs in these suits collec-
tively seek to recover several hundred million dollars in daimed
losses, induding one case in which plaintiffs daim losses of at
least USD 331 million.

Our balance sheet at 31 Decemiber 2012 reflected a provision
with respect to matters described in this item 4 in an amount that
UBS believes to be appropriste under the applicable accounting
standard. Az in the case of other matters for which we have es-
tablished provisions, the future catflow of resources inrespect of
this matter canmot be determined with certainty based on cur-
rertly available information, and accordingly may ultimately prove
to be substantizlly greater {or may be less) than the provision that
we have recognized.

5. Leliman principal protection notes

From March 2007 throwgh September 2008, UBS Finandal Services
Inc. (LUBSFS) sold approdimately USD 1 billion face amount of struc-
tured notes ssued by Lehman Brothers Holdings Inc. (Lehman), a
majority of which were referred to as “principal protection notes,”
reflecting the fact that while the notes’ return was in some manner
linkad to market indices or other measures, some or all of the inves-
tors principal was an unconditional chBgation of Lehman as issuer
of the notes. Based on its role a5 an underwriter of Lehman struc-
tured notes, UBSFS has been named as a defendant in a putative
class action asserting violations of disclosure provisions of the fed-
eral securities laws. In January 2013, plaintiffs’ motion to certify the
case as a class action, which UBS opposed, was granted with respect
to certain claims. UBS is filing for an appeal of that decision with the
Second Circuit. Firms that undensrote other non-structured Lehman
securities have been named as defendants in the same purported
class action, and those undenwriters have entered nto settlements.
In 2011, UBSFS entered into a setflement with the Financial Indusiny
Regulatory Autharity {ANRA) related to the sale of these notes, pur-
suant to which UESFS agreed to pay a USD 2.5 million fine and up
to USD 8.25 million in restitution and interest to a limited number of
investors in the US. UBSFS has also been named in numerous indi-

widual civil suits and customer arbitrations, which proceedings are at
warious stages. The mdividual customer claims, some of which hawe
rasulted in awards payable by UBSFS, relate primarily o whether
UBSFS adequately disclosed the risks of these notes to its customers.

6. Claims related to sales of residential morigage-backed
sacurities and mortgages

From 2002 through 2007, prior o the orisis in the US residential
loan market, UBS was a substantial issuer and underwriter of US
resigential mortgage-backed securities (RMES) and was a purchaser
and seller of LS residential mortgages. A subsidiary of UBS, UBS Real
Estate Securities Inc. (UBS RESI), acquired pools of residential mort-
gage boans from originators and {through an affilatel deposited
them into sscuritization trusts. In this manner, from 2004 through
2007, UBS RESI sponsored approximately USD 80 bilion in RMES,
based on the original principal balances of the securities issuad.

LBS RESI also sold pools of loans acquired from originators to
third-party purchasers. These whole loan sales during the period
2004 through 2007 totaled approsimately USD 19 billion in origi-
nal principal balance.

We were not a significant originator of US residential loans.
A subsidiary of UBS originated approxamately USD 1.5 bilkon in US
residential morigage loans during the period in which it was active
from 2006 to 2008, and securitized less than half of these loans.
Documnents: UBS has been named as a defendant relating to its
role as underwriter and issuer of RWIBS in 2 large number of law-
suits relating to approximately USD 44 billion in original face
amount of RMVBS underwritten or issued by LBS. Some of the law-
suits are in their early stages, and have not advanced beyond the
miotion to dismiss phase; others are in varying stages of discovery.
Of the criginal face amount of RMES at ssue in these cases, ap-
proimately USD 11 billion was issued in offerings in which a UBS
subsidiary transferred underlying loans (the majority of which were
purchased from third-party criginators) into a securitization trust
and made representations and warranties about those loans (UBS-
sponsored RMBS). The remaining USD 33 billion of RMES to which
thess cases relate was sswed by third parties in securitizations in
which UBS acted as undenwriter (third-party RMBS). In connection
with certain of these lewsuits, UBS has indemnification rights
against suniving third-party Esuers or originators for losses or lia-
bilities incurred by UBS, but UBS cannct predict the extent fo
which it will succeed in enforcing those rights.

Thiese lawsuits indude actions browght by the Federal Housing
Finance Agency (FHFA), as conservator for the Federal National
Mortgage Asscciation (Fannie Mae) and the Federal Home Loan
Mortgage Corporation (Freddie Mac and collectively with Fannie
Mae, the G5Es), in comnection with the GSEs” investments in USD:
4.5 billion in criginal face amount of UBS-sponsored RMES and
USD 1.8 billion in original face amount of thind-party RMVBS. Thess
suits assert claims for damages and rescission under federal and
state securities [aws and state commion law and allege |osses of at
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least USD 1.2 billion plus interest. The cowrt denied UBS's motion
to dismiss in May 2012, but we are awsiting a dedsion from the
US Court of Appeals for the Second Circuit on an appeal with
respect to two legal issues that were the subject of UBSs mation
to dismiss. The FHRA also filed suits in 2011 against UBS and other
finandial institutions relating to their role as underariters of thind-
party RMBS purchased by the GSEs asserting daims under varicus
legal theories, including viclations of the federal and state securi-
ties |aws and state commion e

In July 2012 a federal court in Mew Jersey dismissed with pre-
judice on statute of mitations grounds a putative dass action
lzwsuit that asserted viclations of the federal securities laws
against various UBS entities, among others, in connection with
UsSD 2.6 billion in original face amount of UBS-sponsored RMBS.
The named plaintiff's appeal of the dismissal is pending.

Loan repurchase demands related o sales of mortgages and
MBS When UBS acted as an RMBS sponsar or mortgage seller,
we generally made certain representations relating to the charac-
teristics of the underying loans. In the event of a material breadh
of these representations, we were in certain dircumstances con-
tractually obligated to repurchase the loans to which they related
or to indemnify certain parties against losses. UBS has received
demands to repurchase LS residential mortgage |loans as to whidh
UBS made certzin repressntations at the time the loans were
transferred to the securitization trust. We have been noftified by
certain institutional purchasers and insurers of mortgage loans
and RMBS, including Freddie Mac, of their contention that possi-
ble breaches of representations may entitle the purchasers to re-
quirz that UBS repurchase the loars or to other relief. The table
asbove summarizes repurchase demands received by UBS and
UBS’s repurchase activity from 2006 through 5 Mardh 2013. In the
table, repurchase demands dharacterized as Demands resolved in
litigation and Demands rescinded by counterparty are considerad
to be finally resohed. Repundhase demands in all other categories
are not finally resohed.

Assured Guaranty Municipal Corp. (Assured Guaranty), a fi-
nandal guaranty insurance company, made additional loan repur-

378

chase demands totaling approsimately USD 182 million in original
principal balance in Movernber and December 2012, and it is not
clear when or to what extent additional demands may be made
by Assured Guaranty, Freddie Mac or others.

Paymients that UBS has made or agreed to make to date o re-
solve repurchase demands equate fo approximately 62% of the
original principal balance of the related loans. Most of the pay-
ments that UBS has made or agreed to make to date have related
1o so-called “Option ARM® loans; severity rates may vary for other
types of loans or for Option ARMs with different characteristics.
Actual losses upon repurchase will reflect the estimated value of
the loans in guestion at the time of repurchase as well as, in some
cases, partial repayment by the borrowers or advances by sarvicers
prior fo repurchase. It is not possible to predict future losses upon
repurchase for reasons including timing and market uncartainties.

In most instances in which wwe would be required to repurchase
loans due to misrepresantations, we would be able to assert de-
mamds against third-party loan originators who provided repre-
sentations when selling the related loans to UBS. However, many
of these third parties are insclvent or no longer exist. We estimate
that, of the total ariginal prindpal balance of loans sold or securi-
tized by WBS from 2004 throwgh 2007, less than S0% was pur-
chased from surviving third-party criginators. In connection with
approvimately £0% of the loans (by orginal principal balance) for
which UBS has made payment or agreed to make payment in re-
sponse to demands received in 2010, UBS has asserted indeminity
or repurchase demands against originators. Since 2011, UBS has
advised cartain surviving originators of repurchase demands mads
against UBS for whidh UBS would be entitled to indemnity, and
has asserted that such demands should be resolved directly by the
originator and the party making the demand.

We cannot reliably estimate the level of future repurchase de-
mands, and do not know whether our rebuttals of such demands
willl be a good predictor of future rates of rebuttal. We also can-
not reliably estimate the timing of any such demands.

Lawwsuits related to contractual represantations and warranties
conceming maortgages and AMES: In February 2012, Assured
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Guaranty filed suit against LBS RESI in Mew York State Court
asserting claims for breach of contract and dedarstory relief based
on UBS RESls alleged failure to repurchase allegedly defactive
marigage loans with an original principal balance of at least USD
997 million that serve as collateral for UBS-sporsored RMES in-
sured in part by Assured Guaranty. Assured Guaranty also daims
that UBS RES| breached representations and warranties concemn-
ing the mortgage boans and breached certain obligations under
commitment letters. Assured Guaranty seeks unspecified damag-
es that indude payments on current and future daims made un-
der Assured Guaranty insurance polides fotaling approsimiately
USD 308 milion at the time of the filing of the complaint, as well
as compensatory and consequential bosses, fees, experses and
pre-judgment interest. The case was removed o federal couwrt,
and in August 2012, the Court granted UBS RESI's motion to dis-
miss Assured Guaranty’s dairms for breadh of UBS RESIs contrac-
tual repurchass obligations, holding that only the trustes for the
saguritization trust has the contractual right to enforce those obli-
gations. The Court also granted UBS RESIs motion to dismiss
Assured Guaranty's daims for declaratory relief. The Court denied
UBS RESI's motion to dismiss Assured Guaranty’s daims for breadh
of representation and warranty and breach of the commitment
letters. The case is now in discovery.

In October 2012, following the Court’s holding that only the
trustes may assert claims seeking to enforce UBS RESIs repurchase
obligations, the RMES trusts at issue in the Assured Guaranty liti-
gation filed a related action in the Sowthern District of New York
saeking to enforce UBS RESIs obligation to repurchase loans with
an original principal balance of approximately LSD 2 billion for
which Assured Guaranty had previously demanded repurchase.
UBSs motion to dismiss the suit filed by the trusts is pending. With
respect to the portion of the loans subject to the suits filed by As-
sured Guaranty and the trusts that were ariginated by institutions
still in existence, UBS & enforcing its indemnity rights against
thosa institutions. At this time, UBS does mot expect that it will be
required to make payment for the majority of loan repurchase
demands at issue in the suit brought by the RIMES trusts for at
least the following reasons: (1) we reviewed the origination file
andfor senvicing records for the lcan and conduded that the al-
legations of breach of representations and warranties are un-
fouwnded, or (2) a surviving criginator is contractually lizble for any
breaches of representations and warranties with respect to loans
that it originated. UBS has indemnification rights in connedion

with approximately half of the USD 2 kilion in original principal
lbalance of loans at issue in this suit (reflected in the “In litigation™
category in the accompanying table). Additionally, in its motion to
dismiss the suit filed by the trusts, UBS has asserted that, under
governing ftrarsaction documients, UBS is not required to repur-
chase liquidated loans that were the subject of repurchase de-
miands now at issue in this suit.

In April 2012, Freddie Mac filed a notice and summons in New
ark Supremes Court intiating sut agsinst UBS RES] for breach of
contract and dedlaratory relief arising from alleged breaches of
representations and warranties in connection with certain mort-
gage loans and UBS RESIs alleged failure to repurchase such
martgage boans. The complaint for this suit wes filed in Septern-
lber 2012. Freddie Mac seeks, among other relief, spedfic perfor-
mance of UBS RESKs alleged loan repurchase obligations for at
least USD 94 million in original prircipal balance of lcans for
which Freddie Mac had previowsly demanded repunchase; no
damiages are specified.

W also have tolling agreements with certain institutional pur-
chasers of RMBS concerning their potential claims ralated to sub-
stantial purchases of UBS-sponsored or thind-party RWVIBS.

As reflected in the table below;, cur balanice sheat 25 of 31 De-
cemiber 2012 induded a provision of USD 658 million with respect
to matters described in this item £ As in the case of other matters
for which we have established provisions, the future outflow of
resources in respect of this matter cannot be determined with
certainty based on currently available information, and accord-
ingly may ultimately prove to be substantially greater (or may be
less) than the provision that we have recognized.

7. Claims related to UBS disdosure

A putative consolidated class action has been filed in the United
States District Court for the Southern District of New York against
LBS, a mumber of current and former directors and senior officers
and certain banks that underwrote LBS's hay 2008 Rights Offer-
ing linduding UBS Securities LLC) alleging viclation of the US s=-
curities laws in comnection with UBSs disdosures relating to UBSS
positions and losses in mortgage-related securities, UBS's posi-
tions and losses in auction rate ssourities, and UBSS US oross-
bborder business. Im 2011, the court dismissed all daims based on
purchases or sales of UBS ordinary shares made outside the LIS,
and, in September 2012, the court dismissed with prejudice the
remaining claims based on purchases or sales of UBS ordinary

Provision for claims related to sales of residential mortgage-backed securities and mortgages

LD ol
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shares made in the US for failure to state a daim. Plaintiffs have
appealed the cowrt’s dedsion. UBS, a numiber of senior officers
and employess and various UBS commitiees have also been sued
in @ putative consclidated dlass action for breach of fidudiary du-
ties browght on behalf of current and former participants inteo
UBS Employes Retirement Income Security Act (ERISA) retirement
plans in which there were purchases of UBS stock. In 2011, the
court: dismissed the ERISA complaint. In March 2012, the court
denied plaintiffs” motion for leave to file an amended complaint.
On appeal, the Second Cirout upheld the dismissal of all counts
relating to one of the retirement plars. With respect to the sec-
ond retirement plan, the Court upheld the dismissal of some of
the counts, and vacated and remanded for further proceedings
with regard to the counts alleging that defendants had viclated
their fiduciary duty o prudently manage the plan’s investment
options, as well as the daims derivative of that duty.

B. Madoff

In relation to the Bernard L Madoff Investment Securities LLC
{BNAIS) irvestment fraud, LIBS AG, UBS (Luxembourg) 54 and cer-
tain other UBS subsidiaries have been subject to inquiries by a
nurmber of regulatars, induding the Swiss Financial Market Super-
visory Authority (FINKA) and the Luxemixourg Commission de
Surveillance du Secteur Finamcier (CSSF). Those inguiries con-
cerned two third-party funds established under Luxembourg law,
substantially all assets of which were with BMIS, as well s cartain
fumds established in offshore: jurisdictions with either direct or in-
direct exposure to BMIS. These funds now face severe losses, and
the Luxembourg funds are in liquidation. The last reported met
asset value of the two Luxembourg funds before revelation of the
hadoff scheme was approximatehy LUSD 1.7 billion in the aggre-
gate, although that figure likely indwdes fictitious profit reported
by BMIS. The documentation establishing both funds identifies
UBS entities in warious roles including custodian, administrator,
manager, distributor and promoter, and indicates that UBS em-
ployees serve as board members. UBS {Luxembourg) 54 and cer-
tain other LBS subsidiaries are responding to inguiries by Luxem-
bouwrg investigating authorities, without however being named as
parties in those imvestigations. In 2009 and 2010, the liquidators
of the two Luxembourg funds filed daims on behalf of the funds
against LUBS entities, non-UBS entities and certain individuals in-
duding current and farmer LES employees. The amounts daimed
are approximately EUR 890 millicn and EUR 205 million, respec-
tively. The liquidators have filed supplementary dlaims for amounts
that the furds may possibly be held liable to pay the BMIS Trustes.
These amounts daimed by the bquidator are approximately EUR
564 million and EUR 370 million, respectively. In addition, a large
numizer of alleged beneficiaries have filed claims against UBS en-
tities {and non-UBS entities) for purported losses relating to
the Madoff scheme. The majority of these cases are pending in
Luxembourg, whene appeals have been filed by the daimants
against the 2010 decisions of the court in which the daims in a
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numbser of test cases were held to be inadmissible. In the US, the
BMIS Trustee has filed dlaims against UBS entities, among others,
in relation to the fwo Luxembourg funds amd one of the offshore
funds. & claim was filed im 2010 against 23 defendants, including
UBS entities, the Luxembourg and offshore funds concerned and
various individuals, indluding current and former LBS employess.
The total amount daimed against all defendants in this action wes
not less than USD 2 billion. A second daim was filed in 2010
against 16 defendants induding UBS entities and the Luxembourg
fund concermed. The total amount daimed against all defendants
was not less than USD 555 million. Following a mation by LUBS, in
2011 the Disfrict Court dismissed all of the EMIS Trustee’s daims
other than daims for recovery of fraududent corweyances and
preference payments that were allegedly transferred to UBS on
the ground that the BAMIS Trustee lacks standing fo bring such
claims. The BMIS Trustee has appealed the District Cowrt's dedi-
sion. In Germany, certain dients of UBS are exposed to Madoff-
managed positions throwgh third-party funds and funds 2dminis-
tered by UBS entities in Germany. A small number of claims have
been filed with respact fo sudh funds.

9. Transactions with [talian public sector entities

A number of transactions that UBS Limited and IBS AG respec-
tively entered into with public sector entity counterparties in Haly
have been called into question or become the subject of legal
proceedings and daims for damages and other awards. In 2009,
the City of Milan filed civil proceedings against UBS Limited, UBS.
Ialia SIM Spa and three other mternational banks in relation to a
2005 bond issue and associated derivatives transactions entered
into with Milan bebwesn 2005 and 2007. In addition, in 2010 a
criminal trial began against two current UBS employees and one
former employee, together with employees from the three other
banks, a former officer of Milan and a former adviser to Milan,
for alleged fraud against a public entity in relation to the same
bbord issue and the execution, and subseguent restructuring, of
the related derivative transactions. UBS Limited was also the sub-
ject (as were the three other banks) of an administrative charge,
brought in the context of the criminal trial of the individuals, of
failing to have in place a business crganizational model to avoid
the alleged misconduct by employees. In March 2012, UBS Lim-
ited and UBS Italia SIM Spa finalized a civil damages settlement
agresment with Milan without any admission of [ishility. The
sattlement did not dispose of the onigoing criminal or administra-
tive proceedings, nor did it dispose of a owil consumer group
claim lodged in the criminal proceeding. In December 2012 the
Milan criminal court fourd LBS Limited lizble for the administra-
tive offense and convicted the three UBS employees (two ourrent
and one former) of frawd against a public entity. The sanctions
against UBS Limited, which are not effective until appeals are
exhausted, are confiscation of the alleged level of profit flowing
from the ciminal findirgs (EUR 16.6 million). a fine in respect of
the finding of the administrative offense (EUR 1 million) and pay-
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ment of legal fees. UBS has previously provided for this potential
exposure in the amount of EUR 18.5 million. Convictions have
also been isued agairst siz employees of the three other interma-
tional banks, and the banks themselves were also found liable for
the administrative offanse.

Derivative transactions with the Regions of Calabria, Tuscany,
Lombardy and Lazic and the City of Florence hawe also been
called into question or become the subject of legal proceedings
and daims for damages and other awards. Florence and Tuscany
have also attempted to invoke Kalian administrative law remedies
which purport o allow a public entity to dhallenge its own ded-
sion to enter into the relevant contracts and avoid therr obliga-
tions thersunder. In April 2012, IWBS AG and UBS Limited settled
the existing disputes with the Regian of Tuscany without any ad-
mission of Ezhility. In January 2013, the Tuscany criminal court
dismissed without further consequence a related criminal investi-
gation. In November 2012, UBS reached civil settlements with,
respectively, the Regions of Lombardy and Lazio {the latter settle-
mient is conditional upon Lazio making certain amendments to its
pleading in cngaing litigation against third parties). again without
any admission of liability. An in-principbe agreement has also been
reachied with the City of Florence. Provisions have been booked in
respect of these agreed or prospective settlements.

10. H5H MNordbank AG (HSH)

H5H has filed an action against UBS in New York State court relating
to WSD 500 million of notes acquired by HSH in a synthetic CDO
transaction known as Morth Street Referenced Linkad Motes, 2002-
4 Limited (N54). The notes were linked through a credit default
swiap between the M54 issuer and UBS to a reference pool of corpo-
rate bonds and asset-backed securities. H5H allages that UBS know-
inghy misreprasented the risk in the transaction, sobd HSH notes with
“embedded losses”, and improperty profited at HSHs expense by
misusing its right to substitute assets in the reference pool within
specified parameters. HSH is seaking USD 500 million in compensa-
tory damages phus prejudgment interest. The case was initially filad
in 2008 In March 2012, a Mew York state appellate court dismissad
H5H's fraud daim and affirmed the trial court’s dismissal of its neg-
ligent misrepresentation claim and punitive damages demand. As a
result, the claims remaining in the case were for breach of contract
and breach of the implied covenant of good faith and fair dealing.
HSH has sought permission to appeal the appellate cowrt's dacision
to the Mew York Court of Appeals. In March 2013, the parties sat-
tled the litigation. UBS had previously provided for this potential
exposure in an amount equal to the settlement amount.

11. Kommunale Wasserwerke Leipzig GrmbH (KWL

In 2006 and 2007, KWL entered into a series of Credit Default
Swap (CO5) transactions with bank swap counterparties, indud-
ing LBS. UBS entered into badc-to-bad: CDS transactions with
the other counterparties, Depfa Bank plc (Depfa) and Landeshank
Baden-Wiirtternburg (LEBYW), in relation to their respective sweps

with KWL Under the CDS contracts bebwesn KWL and UBS, the
last of which were terminated by UBS in 2010, a net sum of ap-
prozmately USD 138 million has fallen due from KWL but not
lbeen paid. Earlier in 2010, UBS isswed proceedings in the English
High Court against KWL seeking various dedarations from the
Emglish court, im order to establish that the swap fransaction be-
tween KWL and UBS is valid, binding and enforceable s against
KWL, The English court ruled im 2010 that it has jurisdiction and
will h=ar the proceedings and UBS issued a further claim sesking
dedaraticns concerning the validity of its early termination of the
remaining CDS transactions with KWL KML withdrew its appeal
from that dedisicn and the civil dispute & now procseding before
the English court. UBS has added its monetary daim to the pro-
ceedings. KYVL is defending against LUBSs daims and has served a
counterdlaim which also joins UBS Limited and Depfa o the pro-
ceedings. As part of its assertions, KWL daims damages of at least
USD &8 million in respect of UBS's termination of some of the CDS
contracts, whilst disputing that any monies are owed to UBS pur-
suant to another CDS confract. WES, UBS Limited and Depfa are
defeniding against EWLs counterclzims, and Depfa has asserted
additional claims against UBS and UBS Limited.

In 2010, KWL issued proceedings in Leipzig, Germany against
UBS, Depfa and LBEW, claiming that the swap transactions are
woid and not binding on the basis of K\WLs allegation that KWL did
not have the capacity or the necessary internal authorization to
enter into the transactions and that the banks knew this. Upon
and as a consequence of MWL withdrawing its appeal on jurisdic-
tion in England, KWL also withdrew its civil daims against UBS and
Depfa in the German courts, and no dwil daim will proceed against
gither of them in Germany. The proceedings brought by KWL
against LEEVW are now proceeding before the German cowrts. The
Leipzig court has ruled that it is for the London cowrt and not the
Leipzig court to determine the validity and effect of a third party
notice served by LEBW on UBS in the Leipzig proceedings.

The back-to-back CDS transactions were terminated in 2010.
In 2010, IUBS and UBS Limited issued separate proceedings inthe
Emglish High Couwrt against Depfa and LEBVW sesking declarations
a5 to the parties’ obligations under the badk-to-badk CDS transac-
tiors and monetary daims. UBS Limited contends that it is owed
UsD 83.3 million, phus interest, by Depfa. UBS contends that it is
awed EUR 75.5 millian, plus interest, by LEBVY. Depfa and LBBVY
respectively are defending against the claims and have also issued
courterdaims. Additionzlly Depfa has added a daim agairst KWL
to the proceedings against it and KWL has served a defense.

The former managing director of KWL and two financial advis-
ers were convicted on oiminal charges of bribery, and are our-
rently standing trial for related dharges of embezzlement, in re-
spect of certain KWL transactions, induding swap transactions
with UBS and other banks.

In 2011, the SEC commenced an inguiry regarding the KWL
transactions and LES is providing information to the SEC relating
to thiose transactions.
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12. Puerto Rico

In 2011, a purported shareholder derivative action was filed on
behalf of the Employee Retirement Systern of the Commomwealth
of Puerto Rico (System) agairst over 40 defendants, induding UBS
Financizl Services Inc. of Puerto Rico (UBS PR} and other consul-
tants and underwriters, trustees of the System, and the President
and Board of the Gowernment Development Bank of Puerto Rico.
The plaintitfs allege that defendants violated their purported fidu-
dary duties and confractual obligations in connection with the
isswance and undenwriting of approximately USD 3 billion of
bonds by the System in 2008, Plaintiffs seek damages of over USD
800 million, which represents plaintifs" estimate of the difference
between the interest rate the System will pay on the bonds price
to their maturity between 2023 and 2058 and the return on the
imvestrments the System will make with the proceeds of the bond
offerings before the proceeds are used to help the Systern meet a
portion of its obligations to pensioners. UBS is named in connec-
tion with its underwriting and consulting senvices. Defendarts,
indudirg UES, have moved to dismiss and are awaiting a decision
on that motion. The case is pending in the Commonweslth of
Puerto Rico Cowrt of First Instance. UBS is also cooperating with
an SEC investigation into the bond offerings. Separately, in lzte
2012, an SEC administrative hearing on securities law violation
charges against two UBS PR executives concluded, with a decision
expected in late 2013. The charges stemimed from the SECS in-
vestigation of UBS PR sale of dosed-end funds in 2008 and
2009, which UBS PR settled in April 2012

13. LIBOR and other benchmark rates

Mumerous government agendes, incuding the SEC, the S Com-
modity Futures Tradimg Commission (CFTC), the DOJ, the UK F-
nandal Services Authority (FSA) the UK Serious Fraud Office
{5FO), the Monetary Autharity of Singapore (MAS), the Hong
Kong Monetary Authority (HKRA), FINMA, the various state at-
tomeys general in the LS, and competition authorities in various
jurisdictions are conducting investigations regarding submissions
with respect to British Bankers' Association LBOR {London lrter-
bank Offered Rate) and other benchmark rates. These investiga-
tiors focus on whether there were improper attempis by UBS
{among others), either 2cting on owr own or together with others,
to manipulate LIBOR and other benchmark: rates at certain times.
The UK Parliament is conducting an inquiry into “fransparency,
conflicts of interest and the culture and professional standards of
the financial services industry induding the interaction with the
criminal law”, and a narrower review by the FSA that concerns
the LIBOR process is also ongoing.

In Decemnber 2012, UES reached setflements with the FSA, the
CFTC and the Criminal Division of the DO in connection with
their investigations of benchmark interest rates. At the same time
FAMMA Esued an order conduding its formal proceedings with
respect to UBS relating o benchmark interest rates. UBS will pay
a total of approdimately CHF 1.4 billion in fines and disgorgement
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— including GBP 160 million in fines to the FSA, USD 700 milkion
in fines to the CFTC, and CHF 59 million in disgorgement to FIN-
MA. Under a non-prosecution agreement (MPA) that UBS entered
inko with the DOJ, UBS has agreed to pay a fine of USD S00 mil-
lion. Pursuant to & separate plea agreement bebween the DOJ and
UBS Securities Japan Co. Ltd. {UBS5)), UBSS) has entered a plea to
one count of wire fraud relating to the manipulation of certain
lbenchmark interest rates, induding Yen UBOR, and the DOJ and
UBSE) have agreed to a sentence to be imposed on UBSS) that
wiould include a fine of USD 100 million, whidh is subject to the
discretion of the sentencing court. The MP& requires UBS to pay
the LSD 500 million fine to DO within 10 days of the sentending
of UBSS), and provides that any criminal penalties imposed on
UBSS) at sentencing, which cumently is scheduled for 15 March
2013, will be deducted from the USD 500 million fine. The con-
duct described in the various settlements and the FINMA order
indudes certain UBS personnel: engaging in efforts to manipulate
submissions for certain benchmark rates to benefit trading posi-
tions; colluding with employess at other banks and cash brokers
to influence certain benchmark rates to benefit their trading posi-
tions; and giving inappropriate directions to UBS submitiers that
were in part motivated by a desire to avoid unfair and negative
market and media perceptions during the financial aisis. The
bendhmark interest rates encompassed by these resclutions in-
clude Yen LIBOR, GEP LIBOR, CHF UBOR, Euro LBOR, USD LIBOR,
EURIBOR (Eurc Interbank Offered Rate) and Euroyen TIBOR (Tokyo
Interbank Offered Rate). We have ongoing obligations to cooper-
ate with authorities with which we have reached resclutions and
to undertake certain remediation with respect to benchmark in-
terest rate submissions. Imvestigations by other government au-
thorities remain ongoing notwithstanding these resolutions.

UES has been granted conditional leniency or conditional im-
munity from authosities in cerizin jursdictions, including the Ardi-
trust Division of the DOJ and the Swiss Competition Commission
(WEKQD), in connection with potential antitrust or competition lzwr
violations related to submissions for Yen LIBOR and Eurcyen TIZOR.
WEKO has also granted UBS conditional immunily in connection
with potential competition law violations related to submissions for
Swiss franc LIBOR and certain trarsactions related o Swiss franc
LIBCR. The Canadian Competition Bureau has granted UBS condi-
tional immunity in connection with potential competition law vioka-
tions related fo submissions for Yen UBOA. As a result of thess
conditional grants, we will not be subject to prosecutions, fines or
other sanctions for antitrust or competition law viclations in the
purisdictions where we have conditional immunity or lensency in
connection with the matters covered by the conditional grants,
subject to our continuing cooperation. However, the conditional
leniency and conditional immunity granis we have received do not
bar government agendies from asserting other daims and imposing
sanctions against us, as evidenced by the settlements and ongoing
investigations refemad to above. In addition, as a result of the con-
ditional leniency agreement with the DOJ, we are eligible for a
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limit on Eabiity to achual rather than treble damages were damages
to be awanded in any civil antitrust action under US law based on
conduct covared by the agreement and for relief from potential
joint and several liabilty in connection with such civil antitrust ac-
tion, subject o our satisfying the DOJ and the court presiding over
the ciil Figation of our cooperation. The conditional keniency and
conditional immunity grants do not otherwise affect the ability of
private parties to assert civil claims against us.

In 2011, the Japan Financial Services Agency (IFSA) commenced
adminisirative actions and issued orders against UBS Securities
lzpan Lid {UBS Securifies Japan) and UBS AG, Tokyo Branch in
connection with their imvestigation of Yen LIBOR and Euroyen Ti-
BOR. Thess actions werz based on findings by the lapan Securities
and Exchange Surveillance Commission (SESC), and, in the case
of UBS AG, Tokyo Branch, the JFSA, that a former UBS Securities
Japan trader engaged in inappropriate conduct relating to Euroy-
en TIBOR and Yen LBOR, induding approaching UBS AG, Tokyo
Branch, and other banks to ask them to submit TIBOR rates taking
into account requests from the trader for the purpose of benefit-
ing trading positions.

A number of putative dass actions and other actions are pend-
ing in the federal courts in Mew York and other jurisdicticns
against UBS and numerous other banks on behalf of parties who
transacted in LIBOR-based derivatives linked directly or indirectly
to US daollar LUBCR, Yen LIBOR, Euroyen TIBOR and EURIBOR. Also
pending are actions asserting losses related to various products
whaose interest rate was linked to US daollar UBOR, induding ad-
justable rate mortgages, preferred and debt securities, bonds
pledged a= collateral, loars, depository accounts, investments and
other interest bearing instruments. There is a pending motion to
dismiss corsolidated amended complaints which were filed by
certain parties. All of the complaints allege manipulation, through
various means, of vanious benchmark interest rates, induding L-
BOR, Euroyen TIEOR or EURIBOR rates and seek unspecified com-
pensatory and other damages, induding treble and punitive dam-
=ges, under varying legal thearies that indude viclations of the US
Commodity Exchange Act, federal and state antitrust laws and
the federal racketeering statute.

With respect to additional matters and jurisdictions mot en-
compassed by the settlements and order referred to above, our
balance shest at 31 Decernber 2012 reflected 2 provision in an
amount that UBS believes to be appropriate under the applicable
accournting standard. As in the case of other matters for which we
have established provisions, the future outflow of resources in re-
spect of such matters cannot be determined with certainty basad
on currently available information, and accondingly may ultimate-
ly prowe to be substantially greater (or may be less) than the provi-

14. SanoTech Energy Limited
Since 2011, multiple putative dass action complaints have been
filed and consolidated in federal court in Manhattan, against Si-

rnolech Emergy Limited (SinoTech), its officers and directors, its
auditor at the ime of its initial public offering (IPQ), and its under-
writers, induding UBS. The second amended complaint filed in
June 2012 alleges, with respect to the underariters, that the reg-
istration staternent and prospectus filed in connection with Sino-
Tech's 2010 ST 168 million IPO of American Depositary Shares,
aof whidh UBS undenwrote 70%, contained materially misleading
staterments and omissions, induding allegations reganding the au-
thenticity and accuracy of certain asset purchase contracts pur-
portedly entered into between SimoTech and its verdors. Plaintiff
asserts violations of the US federal securities laws and s=eks un-
specitied compensatory damages, among other relief. LBS and
several other defendants have reached an agreement to settle the
lawsuit, which is subject to cowrt approval.

15. Swiss retrocessions

The Zurich High Court dedded in January 2012, in a test case,
that feses received by a bank for the distribution of finandial prod-
ucts issued by third parties should be considered to be “retroces-
=sions™ unless they are recaived by the bank for gerwine distribu-
tion services. Fees considered to be retrocessions would have to
Ibe disdased to the affected clients and, absent spedfic dient con-
sant, surrendered to them. On appeal, the Swiss Supreme Court
ruled in October 2012 that distribution fees paid to UBS for dis-
tributing third party and intra-group investment funds and struc-
tured products must be disdased and surrendered to dients who
have entered into a discretionary mandate agreement with the
bank, absent a valid waiver.

In November 2012, FINMA issued a supervisory note to all
Swiss banks in response to the Supreme Court dedision. The note
seis forth the measures Swiss banks are to adopt, which induds
informing all affected dients about the Supreme Couwrt decision
and directing them to an internal bank contact for further details.
UBS has met the AMKA requirements and has notified &l poten-
tially affected dients in the context of the mailing of the year-end
account statements.

It is expected that the Supreme Court decision will result in a
significant number of dient reguests for UBS to disdose and po-
tertially surrender retrocessions. Client requests will be zssessad
on a case-by-case basis. Considerations to be taken into acoount
when assessing these cases include, among others, the exstence
of a discretionary mandate and whether or not the dient docu-
mentation contaimed a valid waiver with respect to distribution
fess.

Our balance sheet at 31 December 2012 reflected a provision
with respect to matters described in this item 15 in an amount
that UBS believes to be appropriate under the applicable acoount-
ing standard. The ultimate exposure will depend on dient requests
and the resolution thereof. factors that are difficult to predict and
assess, particularty in view of the limited experience to date.
Hence as in the case of other matters for which we have estab-
lished provisions, the future outflow of resources in respect of
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such matters cannot be determined with cartainty based on cur-
rertly available information, and accordingly may ultimately prove
to be substantizlly greater {or may be less) than the provision that
we have recognized.

16. Unauthorized trading incident

The frial in conmection with the unauthorized trading incident
that oocurred in the Investment Bank and was announced in Sep-
tember 2011 conduded on 20 Movember 2012, The defendant
was found guilty on two counts of fraud and not: guilty on four
counts of false accounting. ©n 25 Movemnber 2012, ANRMA and
the F&4 announced the findings of their joint imvestigation. They
gk announced the actions they have taken, and the FSA4 im-
posed a fine of GBP 29.7 million on LIBS.

In Ochober 2012, a consolidated complaint was filed in a puta-
tive securities fraud class action pending im federal court in Man-
hattan against UBS A5 and certain of its current and former offi-
cers relating to the wnauthorized trading incident. The lawsuit
was filed on behalf of parties who purchased publicly traded LES
securities on any US exchange, or where title passed within the
S, during the period 17 Movemnber 2009 through 15 Septemiber
2011. The complaint alleges that UBS misrepresented, throwgh its
public statements and financial disclosures, that its risk controls
and procedures were effective, and that the falsity of these repre-
sentations became apparent when UBS disclosed the unauthor-
ized trading incdent in Septermber 2011, a disdosure that pur-
portedly caused UBS's stock price to drop 10% in one day. The
plaintff seeks unspecfied damages and interest, among other
relief. UBS's motion to dismiss the complaint is pending.
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17. Banco UBS Pachual tax indemmity

Pursuznt to the 2009 sale of Banco UBS Pactual 5.4, (Pactual) by
LBS to BTG Investments, LP (BTG), BTG has submitted contrachual
indemnification claims that UBS estimates amount o approsi-
miatehy USD 1.1 billion, inchuding interest and penalties. The dairms
pertain prindpally to several tax assessments issued by the Brazil-
ian tax authorities against Pactual relating to the period from De-
cemiber 2006 through March 2009, when UBS owned Pactual.
These assessments are being or will be challenged in administra-
tive procesdings. In February 2013, the Brazilian tax authority is-
sued a decision that reduced our potential exposure on an assess-
ment relating to deductions taken for goodwill amortization in
connection with the 2006 acquisition of Pachual. The remaining
assessment, net of this deduction, is being appesled to the next
level administrative court. BTG has also provided notics to UBS of
saveral additional Pactual-related inguiries by the Brazilian tax au-
therities that relate o the period of UBS's ownership of Pactual,
bbut invohing substantially smaller amounts.

18. Greater Southwestern Fumding

In June 2010, UBS was named a5 a defendant in a putative class
action complaint brought in federal court in Oklahoma relating to
its role a5 underwriter and seller in a bond offering of LSD 182
milllicn in zero coupon bonds ariginally issued in 1984 by Greater
Southwestern Funding Corporation (G5F). The complaint alleges
that G5F breached its contractual obligation o make payments
on the bonds and is liable for the principal and interest due on the
bonds, and that LUBS is liable for G5Fs contract indebtedmess un-
der equitable thecries, induding a corporate “vel-pierdng” claim.
A dass was certified in December 2011, UBSs motion for sum-
mary judgment sesking dismissal of all daims against UBS &
pending. Tral is scheduled to begin s early as April 2013,
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Additional information

Note 24 Income taxes

CHF milfon

Tax expense / (benefit) from continuing operations

For e yoar ended

311212 EIRFALE EIRFRL

TotalIncome tax expense ! (benefi) from continuing operstions

1 Refier o “Mote 10 Changes In aocounting policies, comparabiiiy ans ofter ad)

The Swiss current tax expense of CHF 35 million relates to tax-
able profits, against which no losses were available to offsat,
earned by Swiss subsidiaries and also from the sale of real es-
tate. The Swiss deferred tax expense of CHF 23 million relates
to a decrease in recognized deferred tax assets, due to Swiss
pre-tax profits earmed during the year, offset by Swiss tax relief
for the impairment of goodwill.

The foreign net current tax expense of CHF 72 million relates
to & tax expense in respect of taxable profits earned by non-Swiss
subsidiaries and branches, against which no losses were available
to offset, partly offset by a tax benefit from the release of provi-

with regarnd io e adoptio of LAS19R

sions in respect of tax positions whidh were previously uncertain.
The foreign deferred tax experse of CHF 271 million mainky re-
flects a tax expense for the amortization of deferred tax assets, a5
ta lomses wene used against taxable profits.

The Group made net corporate income tax payments, indud-
ing Swiss and foreign taxes, of CHE 261 million, CHF 349 milion
and CHF 438 million in 2012, 2011, and 2010 respectively.

The components of operating profit before tax, and the dif-
ferences between income tax expense reflected in the financial
staternents and the amounts caloulabed at the Swiss tax rate,
are as Tollows:

For e year ended

CHF milfion 319212 EIRFRIE 1200
(Operating profit/oss) feom confinuing operations befme 1,774} 5307 .35

of wihich: Sz 4,040 4652 5842

o wiich; foveign (5.814) 654 1,508
Income taews at Swiss tax rate of 3 1% for 2012, and 21.5% for 2011 and 2060 (375} 1,141 1.57%
noiease ! (domeawe| resubing fromc
Applicable tao: rates differing from Swiss tax rte |eg4) -] 1]
Tan effiacts of losses not recognized 154 539 s
Pravicusly ureeconded tax losses now wilized 11, 343) 1] {1,185
Han-tasable and lower tased income [417) 11,185 [
Kan-deducthle expenses and addonal tawable inco=e 2,208 &4 1985
Adjusiments relabed 8o prior years — curmesd tax (2186} I (k.31
Adjusiments relabed So prior years — defermed b 1 i7 3
(Change in defersed tax valuation allowances. 1871 (80} [LE-1E]
Ad) fo deferred tan bal aking from chasges in tax rtes ) 42 ii
Cehes e il k-] (14
Income tax expense [benefit) from confineing operatlons 481 coi [£e51)
1 Fafier o “Pote 10 Changes In acoounting poficies, comparabily ars ofter adjusmens” for mone information with regard o 1 adoption of 15190
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Certain deferred tax asset and liability moverments are recognized
directly im equity. In 2012 these inchude tax charges of CHF 581 mil-
lior recognized in other comprehensive income (2011: CHF 152
million} and CHF 457 million recognized in Share premium (2011:
benefit of CHF 280 millicn). whidh mainly relate to the lower valu-
ation of deferred tax assets for net Swiss tax bosses arising in previ-
ous pericds. These charges were more than offset by a tax credit of
CHF 1,119 million recognized in other comprehensive income re-
lated to previous years due to the retrospective adoption of 145
158, In addition, there were net foreign curmency translation kosses
related fo the effects of exchange rate changes on tax assets and
lizhilities demominated in currencies other than Swiss francs.

In the table below, the valuation allowance represents amounts
that are not expected to provide a future tax benefit due to insuf-
ficient projected future taxable profits.

LBS AG Switzerland and certain overseas branches and sub-
sidiaries of the Group have deferred tax assets related fo tax
loss carry-forwards and other items as shown in the table be-
low. For entities that incurred |osses in either the current or
preceding year, CHF 3,487 million was recognized as deferred
tax assets as of 31 December 2012 (CHF 564 million as of 31
December 2011).

CHF million 3112127 EiRFREY

Waluation Valeation
Deferred tax adsats Gross  allowance Recognized Grss. adlowance  Rocognizmd
‘Compensation and benefils 1,658 11,047) B51 LE k] 11,9550 1317
Tan loss camy-forwands 19,022 (23,278) 5,748 105 119,226} A5
Trading assets 1,067 {131) LL] 280 [LAEH &7
Cthes 1,238 {42%) L] 1641 11,4470 154
Total deferred tax assets 33,001 (24,879) 5,143 3, 108 123481} BEIT
Deferned tax liabilities
Goodwill and intangible asses 17 n
Trading assets .| 1
Froperty and equizment 2 1
Fnasdal isvesimpat 2 "
Imirstments in amocisbes and ather Fi] 7
Total deferred tax labilities 2 2]

1 Thie efesad tae et receghized dor compersaion ard benelis, rading Eoe and omer
faeraes In advaroe of f906s on 12 ke fr lncatiors whese 1here | partisl

EMerenoe incraed n he year by OF 1.3 bllkan 2 3 result of recogqabing defenes wxd ames o temz oy 21
of debeesd tax s T4k b ra Impact 21 the cvecl amount of defemed tas asels RoqRbeY, 2 there was 3 cmesponding

st InThe amoun of deleed tas et nqlhlhﬂhnwym&h'm 1 bvChamnges in aomansieg polices, omparsiity and ofher a2jetmens” dar more inlormestion sith segas oo the

adeption of SR

The deferred tax assets recognized as of 31 December 20712 in
respect of tax loss camy-forwards were based on expected profit-
ability using business plan assumptions, as adjusted to take into
account the recognition criteria of 1AS 12 Income taxes. If the
busiress plan eamings and assumptions in future periods sub-

stantizlly deviate from the current assumgptions, the amount of
deferred tax assets may nead to be adjusted in the fubure.

As of 31 Decernber 2012, tax boss camy-forwards totaling CHF
58,125 million, which are mot recognized as deferred tax assets,
were available to be offset against future taable profits. Thess
tax losses expire as follows:

CHF milifion H.a212 EiRFAL
‘iikin 1 year ] 3
From 2 to 5 years T2 p]
From 6 % 10 pears 481 .=
Frem 11 8o 20 yeas 43866 ELT2
Ko eapiry 15,886 13,208
Total 68,125 52073

In general, Swiss tax losses can be carried forward for seven years,
U5 federal tax losses for 20 years and UK and Jersey tax losses for
an unlimitad pericd.
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The Group provides for deferred income tax on undistributed
earnings of subsidiaries except to the extent that those earnings
are indafinitely invested. As of 31 December 2012, no such earn-
ings were considerad indefinitely invested.
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Derivatives: overview

A derhvative i a finandal instrument, the value of which s derived
from the value of one or more variables { “underlyings ™). Underhy-
ings may be indices, exchanges or interest rates, or the value of
shares, commodities, bonds, or ather financial instruments. & de-
rivative commonly requires lithe or no initial net imvestment by
either counterparty to the trade.

The majority of derivative confracts are negotiated with re-
spect to notional amounts, tencor, price and settlement medna-
nisms, &s is customary with other financial instruments.

Over-the-counter (OTC) contracts are usually traded under &
standardized International Swaps and Derivatives Associztion
{I504) master trading agreement (WMTA) between UBS and its
counterparties. Terms are negotizted directly with counterparties
and the contracts will have industry-standard settlement medna-
nisms prescribed by 1ISDA. Other derivative contracts are standard-
ized in terms of their amounts and settlement dates, and are
bought and sold on organized exchanges; these are commonly
referred to as exchange-traded deriatives (ETD) contracts. Ex-
changes offer the benefits of pridng transparency, standardized
daily settlement of changes in value, and consegquently reducad
credit risk. During 2012, the industry continued to promote the
use of Central Counterparties (CCF) to dear OTC trades. The
trend toward COP dearing and settlement will generally fadlitate
the reduction of systemic credit exposures.

Drerivative instruments are measured at fair value and generally
dassified as Positive replacement walues and MNegative replsce-
ment values on the face of the balance sheet. Dermvative instru-
mients that trade on an exchange or through a dearing house are
generally dassified as Cash collaters! receivable or payable on de-
rivative instruments. They are not classified within replacement
values because the change in fair value of thess instruments is
econamically settled each day through the cash payment of waria-
tion margin. Products that receive this treatment are futures con-
tracts, 100% daily margined exchange traded opfions, interest
rate swaps and forward rate agreements transacted with the Lon-
don Clearing House and certain credit derivative confracts.

Additionally, for presentation purpases, the Group is subject to
the IFRS metting provisions for derivative contracts, if all the fol-
lowing conditiors exist: contracts are with the same legal coun-
terparty; the Group has legally enforcesble rights to set off
amounts due; the contracts have common maturity dates; and
the parties intend to setle net, which may be evidenced by cur-
rent practice. Changes in the replacement values of dervatives
are recorded in net trading income, unless the derivatives are des-
ignated and effective as hedging instruments in certain types of
hedge accounting relationships as described in Note 1a) 15).

“aluation principles and techniques applied in the measure-
ment of derivative instruments are discussed in Mote 27a. Posi-
tive replacement values represent the estimated amount the
Group would receive if the derivative confract were settled in

full on the balance sheet date. Negative replacerment values in-
dicate the value at which the Group would extinguish its obliga-
tions in respect of the underlying contract, were it required or
entitled to do so an the balance sheet date.

Derivatives embedded in other financial instruments are not
induded in the table “Derivative instruments” within this Mote.
Bifurcated embedded derivatives are presented on the same bal-
ance sheet line as the host contract. In case where UBS applies the
fair value option to hybeid instruments, bifurcation of an embed-
ded derivative component is not required and as such, also not
induded in the table “Derivative instruments™. Refer fo “Note 13
Financial asset designated at fair value” and “Mote 20 Fnandal
lizhilities designated at fair value™ for more information.

Types of derivative instruments

The Group uses the following derivative finandal instruments for

lboth trading and hedging purposes. Through the use of the prod-

ucts listed belowy, the Group is engaged in extensive high volume
miarket-making and dient facilitation trading referred to as the
flow business. Measurement techriques apglied to determine the
fair value of each product type are described in Mote 27¢.

The main types of derivative instruments used by the Group are:

— Options and warrants: options and warrants are contractual
agresments under which, typically, the seller {writer) grants the
purchaser the right, but not the obligation, either to buy (cll
option), or to sell {put option) at, or before, a set date, a spec-
ified quantity of a financial instrument or commedity at a pre-
determined price. The purchaser pays a premium to the seller
for this right. Options invohing more complex payment struc-
tures are also transacted. Options may be traded in the OTC
market, or on a regulated exchange, and may be tradad in the
form of a security (warrant).

— Swaps: Swaps are transactions in which two parties exchange
cash flows on a specified notional amount for a predeterminad
pericd.

— Forwards and fubures: Forwards and futures are contrachusl
obligations to buy or s&ll financial instruments or commodities
on a future date at a spadfied price. Forward contracts are
tailor-made agresments that are transacted between counter
parties im the OTC markst, wihereas futures are standardized
contracts transacted on regulated exdhanges.

- Cross-currency swaps: Cross-currency swaps invohe the exchangs
of interest payments based on two different currency principal
balances and referance interest rates and generally also entail
exchange of principal amounts at the start or end of the contract.
Most cross-currency swaps are traded in the OTC market.

The main products and underlyings, that the Group wses are:

— Interest rate confracts: Interest rate produdts indude interest rate
swiaps, forward rate agreements, swaptions and caps and floors.

— Credit deratives: Credit default swaps (CDSs) are the most
common form of a credit derivative, under which the party

3BT
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MNote 25 Derivative instruments and hedge accounting (continued)

buying protection makes one or more paymends to the party
selling protection in exchange for an undertaking by the seller
to make a payment to the buyer following the occurrence of 2
contractually defined credit event with respect to a specified
third-party credit entity. Setlernent following a credit event
may be a met cash amount, or cash in return for physical deliv-
ery of one or more obligations of the credit entity, and is made
regardless of whether the protection buyer has actually suf-
fered a loss. After a credit event and settlement, the contract is
generally terminated. hiore information on credit derivatives is
incuded in a separate saction below:

— Total return swaps (TRSsk: TRSs are employed in both the In-
vestment Bank’s fixed income and equity trading businesses
with underlyings which are generally equity or fixed income
indices, loans or bonds. TASs are struchured with one party
making payments based on a sat rate, either fixed or variable,
plus any negative changes in fair value of an underhying asset,
and the other party making payments based on the returmn of
the assat, which includes both income it generates and any
positive changes im its fair valus.

— Foreign exchange contracts: Foreign exchange contracts wiill
inchude spot, forward and cross-currency swaps and options
and warrants. Forward purchase and ssle currency contracts
are typically executed to meet dient needs and for trading and
hedging purposes.

— Equity/Index contracts: The Group uses eguity dervatives
linked to single names, indices and baskets of single names
and indices. The indices used may be based on a standard mar-
ket ind=x, or may be defined by UBS. The product types traded
incdhude vanilla listed derivatives, both options and futures, total
return swaps, foraards and exctic OTC contracts.

— Commodities contracts: The Group has an established com-
modity derivatives trading business, which indudes the com-
medity index, the structured business and the flow business.
The imdex and structured business are dient fadlitation busi-
nesses trading exchange traded funds, OTC swaps and options
on commodity indices. The underlying indices cover third party
and UBS defined indices such as the UBS Bloomberg Constant
Maturity Commaodity Index amd the Dow Jones UBS Commod-
ity indices. The flow business is investor led and incorporates
both ETD and vanilla OTC products, for which the underlying
cowers the agriculture, base metals and energy sectors. 21 of
the flow trading is cash settled with ro physical delivery of the
underhying.

— Precious metals: The Group has an established predious metals
ability in both flow and non-vanilla OTC products incorporat-
ing both physical and non-physical trading. The flow business
is investor led and products include ETD, vanilla OTCs and cer-
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tain non-vanilla OTCs. The vanilla OTCs are in forwards, swaps
and options. The non-vanilla OTC business relates to cash-set-
tled forwards similar in nature to non-deliverable forwards,
meaning there is no physical delivery of the underlying.

Risks of derivative instruments

Derivative instruments are transacted in many trading porifolios,
which generally include several types of instruments, not just de-
rivatives. The market risk of derivatives is predominantly managed
and confrollied as an integral part of the market risk of these port-
folics. The Group’s approach to market risk is described in the au-
dited portions of the “Market risk™ section of this report.

Derivative instruments are transacted with mamy different
counterparties, most of whom are also counterparties for other
types of business. The credit risk of derivatives = managed and
controlled in the context of the Group’s overall credit exposure to
each counterparty. The Group's approadn to credit risk is described
in the audited portions of the = Credit risk” section of this report.
It shiould be noted that, although the positive replacement values
shiown on the balance sheet can be an important component of
the Group’s credit expaosure, the positive replacement values for a
courterparty are rarely an adequate reflection of the Groups
credit exposure in its dervatives business with that cownterparty.
This is, for example, because on one hand, replacement values
can increase over ime (“potential future exposure”), while on the
other hand, exposure may be mitigated by entering into master
retting agreements and bilateral collateral arrangements with
other counterparties. Both the exposure measures used by the
Group internally to control credit risk and the capital requirements
imposed by regulators reflect these additional factors.

The replacement values presented on UBS's balance shest in-
clude netting in accordance with IFRS requiremerts (refer to Mote
1a) 35}, which is more restrictive than netting in accardance with
Swiss Federal Banking law. Swiss Federal Banking law netting =
generally based on dase-out netting arrangements that are en-
forceable in case of insclvency. The positve and negative re-
placement values based on netfing in acocordance with Swiss
Federal Banking law ifactoring in cash collateral) are presented
on the bottom of the table on the next pages.

The notional amount of 2 derivative i generally the guantity of
the underlying instrument on which the derivative contract &=
bbased and i the reference against which changes in the value of
the derivative are measured. Notional values, in themsehes, are
generally not a direct indication of the values which are exchanged
lbetween parties, and are therefore not a direct measure of risk or
financial exposure, but are viewed as an indication of the scale of
the different types of derivatives enfered into by the Group.
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MNote 25 Derivative instruments and hedge accounting (continued)

Dherivative nstruments?

M.azi2 EIRERE]
Netianal Mational Kotiosal Hotinsal
vabues values Dther vahies b (rber
Total  related Tofal  related  notlonad Total  related Total  relaed

noffional
PRV toPRVE' MRV toNEWE'  waluest PRV o PN MRV o MR walues

08 24810 08 4438 1,3298 20 18100 13 16374 an
33 B933S 1964 3TESZ 14276 NP3 545 XM 51622 18,5881

436 1.110.5 61,2002 1] 457 1,172 480 11852 o

7550 apda

L] L) o0 (1) bril o0 10 of  17R M2
L] 00 ol ol

TEFE BEXB0 215 54337 17,0504 61 RITT 64 B11XE MyNEE

383 10908 135 10433 FEL L) 686 1,332 619 1m0 1724

o4 24 o4 13 ol

0.0 L4 L] 05 1] LAl £ ol 45 1]
388 Brr 12981 615 1,M46 1714

1.6 £90.3 124 BR9.6 oa 157 G483 48 &105 on
TS 2O 209 119332 e BT R4 855 21655 on
51 51 82 3293 o

18 112

L] 06 L] 08 oo L] ol L] L1 o
L] L] Ll ol

435 R4E7H 85 327 138 872 31837 13 3,120 122

.7 41.7 13 4708 ol F2.3 L] 10 o o
a4 4.8 T4 a8l (1] a7 8.0 &g BG (1]

168 106
i4 4.9 13 1068 1.7 33 a6 3r .2 a1
24 24 EL] 42
159 FriE] 16.4 521 3 184 1918 1598 211 147

Table continues on the next page.
389 2
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MNote 25 Derivative instruments and hedge accounting (continued)

Dierivative nstruments’ (tontinued)

Table continued from previous page.

H.araz

Motianal Mational Motiosal Hotinsal
wvalues walues Ortiher values vl (nhar
Tatal  related Tofal  related  notlonsd Total  related Total  related  nofonal
CHF bidion PRV bo PRVEY MRV o MEVEY  valuestt MY a0 PVSY MR 1o MRV waluest
COMMOBMIS COMICES e
e
Forward oontracts 14 2.9 1.4 21.8 ol 24 2% 23 2.4 an
Diptions 1.0 383 .2 41.7 o 8 4 21 i [+11]
Enchange-tsadesd contracts”
Futeres. 44 iri
Forward oontracts o4 233 04 21.2 ol o1 357 02 o an
Dptions a.i 8.4 o T i2 L] 44 17} &3 1]
Agency kansactiom® 0.9 L] 23 24
Tatal 1A 4%y 4.0 8.7 158 E4 1083 T a0 117
Unsetthed purchases of nos-derivative finandal assets™ 0.2 204 o1 BT ol 02 398 02 107 an
Unsettled sales of nan-derbvative finandial asseis® i 8BS 0.2 LET] o i i74 0.2 M3 i ]
Total derfvative instruments, based on |FRS netting 4180 10,5309 3950 100644 173929 4856 130143 4734 12820 ML2356
Emplacement walue netting, based o capital adegeacy rles (E27.3) (327.%) (383.9) [E-
Carh oollatecal netting, based on capital adeqeacy rules (49.4) (17.4) [45.6 (.0
Total derlvathve instruments, based on capltal
adequmacy netilng 41.3 S 5 21
1 B mvconed emberided dedvasess ae In the same balance sheet e & the hoss conbract and ase eiudesd from The table; e Serkaives amount to & PRV of OFF 08 bilion {200 1: CHF 0.1 bllae) ie-

laied notional saives of CHF 3.5 billon

walie 1 Incnes waee --Fn-ﬂua-thdimﬂllﬁluﬂutﬂl

1: CHF 245 billonl) and an MR of CHF 0L IbilBen (201 1= CKF 0.7 billion]) (sefaled nobional walues of O4F 1306 billon (20112 CHF 3.3 billa[L = PRV Positive
Tespctive nobional vaiues of the netted replacement wlaes are Sl reseTied on 2 gross basn. o WA

epiaeTent Wile % Froehates residag fum these derlvaties ane eogrires on or belarce saee under Casy ool fvrl eosies on detsatee Istmen CHF 3.3 biflion (2001: CHF 2.4 billion]. Fay-
oS resrting from these dedsrtes a w:-urhuﬂutuﬁﬂdmh o dBrNTIVE Insirumenis toiling CHF 400 bllon (2011 CHF 2.7 & Hegaihve s as of
31 Decercber 2012 Inchade CHF 011 Bilion tm dertaitee i commitments (31 Deoember 2011: 0.2 billion). Mo nosional amounts related o 1hese replacement values are included the Thie mendTaam e

wacable amiut pelaied 1o These commiments wa O5F 6.3 bilion a5 of 371 Decomibsr 2007 (31 Decemtes 200 1 CHF G0 Glloal. 7 In 2012, we comecied the allocasion of osional valees Tor 31 Decembes 2011,

Mitional silves rebated o positee replacement vadees for Inierest e confracss (0TC swapes) weee neduced by CHF 1,397 bilfion. Motional saiees refased bo negasies replacement siees for inborest mie conracts (070
Sy Weie reduced by CHF 1,399 bilion. Conmespondingly, Other notional sives wew Iaovased by C4F 7,796 bilion. ¢ In 2003, the presemeadion of notional eiees of exchange maded dafly-mangined opeons was
changed. Hobonal saiues redmed to these insruments are nos reported on the dsdose ine options. Freviously notonal ees reated to these MOUmeTs wor o mae discksure lae funires. The compaae

e period wan resiaies for T change A5 @ resu, other novonal weilses for eschange

changed from CF 0.0 ballion o C5F 4.1 bk, with
*;qnuhn Decerrber 3011 wese changed from CHF 040 billion t OHF (UG bilko, with 2
a

The maturity profile of OTC interest rate contracts held as of 31
Decemnber 2012, based on notional values, is as follows: appro:d-
mately 37% (2011: 42%, 2010 45%) mature within one year,
38% (2011: 35%, 2010 33%) within 1 to 5 years and 25%
{2011: 23%, 2010: 229%) over 5 years. Moticnal values of interest
rate contracts deared with The London Clearing House are pre-
sented under “other notional values” and are categorized into
maturity buckets on the basis of contrachual maturities of the
cleared underlying derivative contracts.

Derivatives transacted for trading purposes

st of the Group's derivative transactions relate to sales and
trading activities. Sales activities indude the structuring and mar-
keting of derivative products to oustomers to enable them to take,

390

tracded [pievest e confracts = opsions for 31 Decersber 2011 were Cha
decilne o other roderal values for eschange taded Inteest @iT (oGS = oo Smiky, L TR Y
ﬂumﬂnﬂnﬂﬁshn_ﬂd“rﬁm utuns. Lasty, obher notional sxees for echange taded comnociies

e hange rased trareactions are ok disdosed due o Ther sgrficndy d*rent st
ane seftlement daie are mﬂu ll#l-:'d.ln 0 It the impact of nottiag qmphnﬂdhﬂ

{rom CHF QU0 billion fo CHF 5267 billos, with a

oz notional sl fo extange maded oonzsacts = aptions for 31 December 2011 wene

dedine 1o other notional vales dor ecaarge tiaded commodes coThads - fulns. 3 Kodon
11 Changes in the far valee of purctased and sold nov-cervative francal msets between ade dae
In aomrdance with Swiis Fedesal Bankdeg e

transfer, modify, or reduce, current or expected risks. Trading ac-
tivities include market making to directly support the facilitation
and execution of dient activity. Market making imlves quoting
bbid and offer prices to other market participants with the inten-
tion of generating revenuwes bassd on spread and volume.

Credit derivatives
UBS is an active dealer in the fixed income market, induding CDGs
and related products, with respect to a large number of issuers’
sacurities. The primary purpose of these activities is for the benefit
of UBS's clients through market making activities and for the on-
going hedging of trading book exposures.

Market making activity corsists of buying and selling single-
name CDSs, index COSs, loan C05s and related referenced cash
instruments to facilitate dient trading activity. UBS also actively
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MNote 25 Derivative instruments and hedge accounting (continued)

utilizes CDSs to economically hedge specific counterparty credit
risks in its accrual boan portfolio and off-balance sheet loan part-
folic (including loan commitrments) with the aim of reducing con-
centrations in individual names, sectors or specific portfolios.

=+ [Refer to "Note 13 Finandal asets designated at fair valos®

= Refer to “Note 20 Finandial Rabilities designated at Tair value®

=+ Refer to "Mote 29c Maximum exposure to credit risk®™

In addition, UBS actively wutilizes CDSs to economically hedge
specific counterparty credit risks in its OTC derivative portfolios
induding financial instruments which are designated at fair value
through profit or loss. During the fourth quarter of 2012, UBS
announced an Investment Bank strategy change which resulted in
a focus on certain types of dient fadktation business and resulted

Credit derivatives - by type of instrument

in reduced market making activity. As a result, CDS activity be-
came increasingly used for economic hedging purposes.

The tables below provide further details on oredit protection
bought and sold, induding replacement and notional valus
infarmation by instrument type and counterparty type. The val-
ue of protection bought and sold is not, in isolation, a measwre
of UBS's credit risk. Counterparty relationships are viewed in
terms of the total outstanding credit risk, which relates to other
instruments in addition to CD5s, and in connection with collat-
eral arrangements in place. On a notional value basis, oedit
protection bought and sold as of 31 December 2012 matures
in a range of approximately 22% (2011: 18%) within one year,
approximately 53% {2011: 69%) within 1 to 5 years and ap-
proximately 8% (2011: 13%) after 5 years.

Protection baught Protection sold

Fair value:  Fair value: Notional  Fair value:  Fair valee: Maotional

CHF bilion FRY HRY walues PRY NEY values
Single name credit default vaaps 14.7 18 LRk 1.1 111 ™Y
Multi-reame index linked cedit defaut swaps &1 135 ey 7 a0 2594
Multi-rame olher oedt defaslt swaps. oE 12 112 1.0 1.2 117
Total sate of retum wwaps 0.4 'K ] 43 oo ol 1.5
DOptions and wamrants L] [ 1] 11 b .0 0.5
Total 31 December 2012 i19 139 L2155 148 0.4 1,166.7
off wiohr ceedet derivafives relaied fo economic hedpes 8 124 1, 1664 4 xny 11173
off witich: credit dedivatives relaied o market making L] a5 459 s @r 3.4
Tetal 21 December X011 6312 29 13626 4.0 05 1,325

Credit derivatives by counberparty
Protection baught Protection sold

Fair value:  Fair value: Notional  Fair value:  Fair valee: Maotional

CHF bilion FRY HRY walues PRY NEY values
Brckoer-dealons 51 b1 ] 554 1 58 2547
Banks 1.8 10 T5L3 [=F ] 118 T41.3
Central deaving countenparties (] (1] 1328 aa LE 108.3
(aher 4.0 08 52 o8 1.1 B4.5
Total 31 Decamber 2043 1.9 118 1.215% 148 .4 1,168.7
Tetal 31 December 2011 §3.2 29 13526 4.0 05 1,225
351
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MNote 25 Derivative instruments and hedge accounting (continued)

UBS’s credit derivatives are usually traded as OTC contracts. Simce
2009, in lire with the broader derivatives industry, a numiber of
initiztives have bean launched in both the US and Europe to es-
tablish CCP solutions for OTC CDS contracts with the aim of re-
ducing counterparty risk. UBS, along with other desler members,
has contirued to participate in these initiztives during 2012.

A significant portion of UBS's credit derivatives are fraded under
an 1504 MTA between UBS and its counterparty. LIBS's CDS trades
are also documented using industry standard forms of documen-
tation published by ISDA or equivalent terms documented in a
bespoke (ie. tailored) agreement. Those forms and agreements
usa standardized terms that form the basis for market conventions
related to the types of credit events that would trigger perfor-
mance {i.e. payment default, bankruptcy, etc. - see below) under
a CDS. Those agreements and forms do not contain recourse pro-
visions that would enable UBS to recover from third parties any
amounts paid out by UBS (i_e. this is the case where a credit event
occurs and UBS is required o make payment under a CDS).

The types of credit events that would require UBS fo perform
undar a CDS contract are subject to agreement between the par-
ties at the time of the transaction. However, nearly all fransactions
are fraded using credit events that are applicable under certain
market corventions based on the type of reference entity o
which the transaction relates. Applicable credit events by market
convertions indude “bankruptoy”, “failure to pay”, “restructur-
ing”, “obligation acceleration™ and “repudiation, moratorium ™.

Contingent collateral features of demative liabilites

Certain derivative payables contain contingent collateral or termi-
nation features triggered upon a downgrade of the published
credit rating of the Group in the normal course of business. Basad
on UBS's credit ratings as of 31 December 2012, additional col-
lateral or termination payments pursuant to bilateral agreements
with cartain counterparties of approsimately CHF 2.9 hillion, CHF
5.8 billion and CHF £.0 billion would have been required in the
event of a one-notch, two-notch and three-motch reduction, e
spectively, in UBS long-term credit ratings, and a corresponding
reduction in short-term ratings. In evaluating UBS's liquidity re-
quirements, UBS considers additional collateral or termination
payments that would be required in the event of a reduction in
UBS’s long-term credit ratings, and a corresponding reduction in
short-term ratings.

Fair valie hedges of interest rate risk related to debt Bswed

CHE million

Gains{kese=) on hedging instuments

Gainafloese=) on hedged isems atnibetable 1o the hedged risk

et gains/(losses) representing ineffective portions of falr value hedges

Derivatives transacted for hedging purposes

Derivatives used for structural hedging

The Group enters into derivative transacticns for the purposes of
hedging risks inherent in zsets, lishilities and forecast trans-
actions. The accounting treatment of hedge transactions varies
according fo the nature of the instrument hedged and whether
the hedge qualifies as such for accounting purposes.

Derivative transactions that gqualify and are designated a=
hedges for accounting purposes are described under the corre-
sponding headings in this note (fair value hedges, cash flow
hedges and hedges of net imestments in foreign operations).
The Group's accounting policies for derivatives designated and
accounted for as hedging instruments are explained im Mote 1a)
15), under which terms used in the following sections are ex-
plained.

The Group has also entered into various hedging strategies
wtilizing derivatives for which hedge accounting has not been ap-
plied. Thess includz interest rate swaps and other interest rate
derivatives (e.g. futures) for day-to-day economic interest rate risk
management punposes. In addition, the Group has used equity
futures, options and, to a lesser extent, swaps for economic hedg-
ing in a variety of equity trading strategies to offset underlying
equity and equity wolatility exposure. The Group has also enterad
into CDSs that provide economic hedges for credit risk exposures
{refer to the credit derivatives section). Fair value changes of de-
rivatives that are part of economic relationships, but do not qual-
ify for hedge accounting treatment, are reported in Met trading
income, except for forward points on short duration foreign ex-
change confracts which are reported in Met interest income.

Fair value hedges: interest rate risk related to debt issued

The Group's fair value hedges prindipally consist of interest rate
swaps that are used to protect against changes in the fair value of
fixad-rate instruments {2.g. long-term fixed-rate debt Esued) due
to movements in market interest rates. The fair values of out-
standing inkerest rate derivatives designated as fair value hedges
were assets of CHF 3,028 million as of 31 December 2012 and
assets of CHIF 2,422 million and Rabilities of CHF 16 million as of
31 December 2011.

For e yoar ended
4212 AL 31210
7 1,208 a2
[5&1) 11,172} [Ex]
44} ] 18
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MNote 25 Derivative instruments and hedge accounting (continued)

Fair value hedges: portfolio interast rate risk related fo loans

The Group also apglies fair value hedge accounting to mortgage
loan portfolio interest rate rsk. The change in fair value of the
hedged items is recorded separately from the hedged item and is
induded in Cther assets on the balance sheet The fair value of

Fair value hedge of portfolio of interest rate risk related to loans

outstanding interest rate derivatives designated for these hedges
as of 31 December 2012 were assets of CHF 1 million and Eabili-
ties of CHF 1,208 million (21 December 2011: lisbiities of CHF
1,282 million}.

For e yoar ended
CHE million 34212 AL 31210
Gains{kese=) on hedging instuments 13 (461} 5
Gainaflose=) on hedged isems atnibetable 1o the hedged risk %) 453 i)
et gains/(losses) representing ineffective portions of falr value hedges [20) ] (2%

Cash flow hedges of forecasted trarsactions

The Group is exposed to variability in future interest cash flows
on non-trading financial assets, and liabilities that bear interest
at variable rates ar are expected to be refunded or reinvested in
the future. The amounts and timing of future cash flows, repre-
senting both principal and interest flows, are projected for each
portfolio of financial assets and liabilities, based on contractual
terms and other relevant factors including estimates of prepay-
menis and defaults. The aggregate prindpal balances and intar-
est cash flows across all portfolios over time form the basis for
identifying the non-trading interest rate risk of the Group, which
is hedged with interest rate swaps, the maxdmum maturity of
which is 16 years. The table below shows forecasted principal
balances on which expected interest cash flows arise as of
31 December 2012, Amounts shown in the table below repre-
sent, by time bucket, average assets and liabilities subject to
forecasted cash flows designated = hedged items in cash flow
hedge accounting relationships.

Principal balances subject o cash flow forecasts

Asof 31 December 2012, the fair values of outstanding deriva-
tives designated as cash flow hedges of forecasted transactions
were CHF 7.764 million assets and CHF 3,046 million liabilities
amd as of 31 December 2011 the amounts were CHF 7,450 milion
assets and CHF 3,583 million lizhilities. In 2012, a gain of CHF
158 million was recognized in Met trading income due to hedge
ineffectiveness, compared with losses of CHF 38 million and CHF
22 million in 2011 and 2010, respectively.

At the emd of 2012 and 2011, gains of CHF 2 million and CHF
7 million associated with de-designated interest rate swaps wers
deferred in OCI. They will be removed from OCI when the pre-
vicusly hedged forecasted cash flows affect net profit or loss, or
when the forecasted cash flows are no longer expected o ooour.
Amounts reclassified fraom OC| to Met interest income relating to
de-designated swaps was a CHF 4 million net gain in 2012, a
CHF 11 million net gain in 2011 and a CHF 28 million met gain in
2010,

CHF bilion 1 year =3 years 3-5 ypears 5~10 years oves 10 years
Assets. ] m 54 n 2
Liabibies % 62 ] & o
Ret balance 34 111 41 21 2
393
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MNote 25 Derivative instruments and hedge accounting (continued)

Hedges of net investments in foreign operations

With effect from fourth quarter 2011, the Group started to apply
hedge accounting for certain net investments in foreign opera-
tiors. As of 31 December 2012, the positive replacement values
and negative replacement values of FX derivatives (mainly FX
swaps) designated as hedging instruments in met invesiment
hedge accounting relationships were CHF 103 million and CHF 45
millicn, respectively (31 December 2011: positive replacement
values of CHF 10 million and negative replacement values of CHF
40 million). As of 31 December 2012, the underying hedged
structural exposures in several currendes amounted to CHE 4.8
billion {31 December 2011 CHF 4.8 billion). Hedges of structural
F exposures in currencies other than USD may be comprised of
two jointly designated derivatives as the foreign currency risk may
be hedged against USD first and then converted into Swiss francs,
the presentation currency of the Group, as part of a separate FX
derivative transaction. The aggregated notional amount of desig-
nated hedging desivatives as of 31 December 2012 was CHF 9.2
billion in total (31 December 2011: CHF 9.5 billion) induding CHF
4.8 billion notional values relzted $o USD wersus CHF swaps and
CHF 4.4 billion notional values related to derivatives hedging for-
eign currendes {(other than USD) versus the USD. The effactive
portion of gains and losses of thess FX swaps is transferred di-
rectly to OC| to offset foreign currency translation (FCT) gains and
losses on the net investments in foreign branches and subsidiar-
ies. As such, these FX swaps hedge the structural FX exposure
resulting in the accumulation of FCT on the level of individual

foreign bramches and subsidiaries and hence on the total FCT OCI
of the Group.

Also with effect from the fourth quarter 2011, UBS began to
designate certain non-derivative foreign cummency finandal assets
and liabilities of forsign branches or subsidiaries as hedging in-
struments in net vestment hedge accounting arangemerts.
The FX translation difference recarded in FCT O0 of the non-de-
rivative hedging instrument of one foreign entity offsets the struc-
tural F¥ exposure of ancther foreign entity. Therefore, the aggre-
gated FCT OC| of the Group is unchanged from this hedge
designation. As of 31 December 2012, the nominal amount of
ron-derivative financial assets and lisbilities designated 2= hedg-
ing instruments in such net investment hedges was CHF 16.1 bil-
lion and CHF 16.1 hillion, respectively {31 December 2011: CHF
16.9 bilkion non-derivative financial assets and CHF 16.9 bilkon
non-derivative financial lisbilities). No material ineffectiveness of
hedges of net investments in foreign operations was recognized
in the income statement in 2012 and 2011,

Undiscounted cash flows

The table below provides undiscounted cash flows of all derivative
instruments designated in hedge accounting relationships. Inter-
est rate swap cash flows indude cash inflows and cash outflows
of all interest rate swaps designated in hedge accounting relation-
ships, which are either assets or kabilities of UBS a5 of 31 Decem-
ber 2012.

Deerivatives designated in hedge accounting relationships (undiscownted cash flows)

Due within Due b Do & Dhue | Diee after
CHF bildion n demand Imosth  Tand3months  and 12months 1 and S peass 5y Tatal
Interest rate swaps
Cazh inflows o 0 2 0 2 17
Cah cutows o 0 2 & 1 1
P swaps formands
Cash inflows g 9
Cah cutdoes g 9
Het cash flows 0 [ [ 1 4 0 6
ELS
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Mote 26 Operating lease commitments

A5 of 31 December 2012, UBS was cbligated under a number of
non-cancellable operating leases for premises and equipment
used primarily for banking purposes. The significant premises
leases wsually indude renewzl options and escalation clauses in
line with general office rental markst conditions, a5 well as rent
adjusiments based on price indices. However, the lease agres-

ments do not contain contingent rent payment dauses and pur-
chase options, nor do they impose any restrictions on UBS's ahility
to pay dividends, engage in debt financing transactions or enter

premises and equipment are presented as follows:

CHF milifion Naz2az
Expenses for operallng leases to be recognized Inc

x13 w0
s T4
015 L]
il a8
17 139
2018 and thereafte: 2408
‘Subdotal commitments for minimum payments tnder operaling leases 50
Less: Sehlese rental commit=ents usder son-mascelable ke 432
Ret commitments for minimam payments wnder operating leases 5278
CHF milfian 310212 EXRFR]] 3.12.10
Grass aparating lease axpanse recognized In the income statement BE0 e 1,087
Sublease resfal income &7 a4 a7
Net operating lease expense recognized in the income statement T1a T4 980

395
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Mote 27 Fair value of finandial instruments
a) Valuation prindples

Fair value is the amount for which an asset could be exchanged,
or a liability settled, between knowledgeable, willing parties in an
arm's lengith fransaction. Finandal instruments classified as held
for trading or designated at fair value through profit or boss, and
finandial assets dassified as available-for-sale are recognized in
the financial statements at fair value. All derivatives are measured
at fair value.

Fair values are determined from guoted prices in ackive mar-
kets for identical financizl assets or financial liskilities whers these
are available. Fair value of a finandal asset or financial liability in
an active market is the current bid or offer price times the number
of units of the instrument held. Where a trading portfolio con-
tains both financial assets and finandal liabilities with offsetting
market risks, fair value is estimated by valuing the gross long and
short positions at current mid-market prices, with an adjustment
at the portfolio level to the net open lomg or short position to
amend the valuation to bid or offer as appropriate.

Where the market for a financial instrument & not active, fair
value is established using a valuation technique or pricing maodel.
Valustion techniques and models imolve a degree of estimation,
the extent of which depends on the instrument’s complexity and
the availability of market-based data. Valuation adjustments may
be made to allow for additional factors induding model, Equidity
and credit risks, which are not explictly captured within the valu-
ation technigue or model, but are nevertheless a component of
the market pricing for such products. Based on the established
fair value and model governance policies and related controls
and procedures applisd, management belisves that these valua-
tion adjustments are a necessary and appropriate component of
the valuation for financial instruments carried at fair value on the
balance sheet

When entering into a transaction where modsl inputs are not
market observable, the finandal instrument is initially recognized
at the fransaction price, which is generally the best indicator of
fair value. This may differ from the value obtained from the valu-
ation model. Refer to “Note 27d Deferred day 1 profit or loss” for
miore information. The timing of the recognition in profit and loss
of this initial difference in fair value depends on the individual
facts and circumstances of each transaction, but is never later
than when the market data become obsenable.

Valuation techniques and pridng models

UBS uses widely recognized valuation technigues for determining
fair values of kess complex finandal instruments. The most fre-
quently applied valuation techniques and pricing models indude
discounted cash flow, relative value and option pricing maodels.
Discounted cash flow models determine the value by estimating
the expected future cash flows from assets or lisbilities discounted
to their present value. Relative value models determine the value
based on the market prices of similar assats or liabilities. Option

3%
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pridng models wse probability-based techniques that include bi-
nomial and Monte Carlo pricing. For more complex instruments
and instrumenis not tradad in an active market, fair values may be
estimated using a combination of observed transaction prices,
consensus pridng services and relevant quotes. Consideration =
given to the nature of the quotes (e.g.. indicative or firm) and the
relabionship of recently evidenced market activity to the prices
provided from consensus pridng senvices. LIBS also uses internally
developed models, which are typically based on valuation meth-
ods and technigues generally recognized as standard within the
industry

Waksation models are used prmarily to value derivatives trans-
acted in the overthe-counter (OTC) market, wnlisted equity and
debt securities (including those with embedded desivatives), and
other fair valued debt instruments for which markets were not
actiwe. Market-chsarvable assumptions and inputs are used whens
available, and derived from similar assets in similar and active mar-
kets, from recent transaction prices for comparable items or from
other observalble market data. Little, if any, weight is placed on
transaction prices when calculating the fair value whare the trans-
actions are not orderly (i.e., distressed or forced). For positions
where observable inputs are not availabls for some or all parame-
ters, LUBS determines these non-market-observable inputs to be
used in its valuation models based on a combination of historical
experience, derivation of parameter bevels based upon smilar prod-
ucts with cbservabla price levels and knowledge of current market
conditions and modeling approaches. Assumptions and inputs
wsed in valuation techniques and modeks include benchmark inter-
st rate curves, credit spreads and other premiums used in estimat-
ing discount rates, bond and equity prices, equity index prices, for-
sign exchanga rates, levels of market wolatility and correlation.

The cutput of 2 model is shways an estimate or approximation
of a value that cannot be estimated with certainty. As a result,
valuations are adjusted, where appropriate, to reflect dose-out
costs, credit exposure, model-driven-waluation adjustments, trad-
ing restrictions and other factors when such factors would be
considerad by market participars.

Interest rate cunves

UBS uses various market-derived interest rate curves for valuing its
financial instruments. The ourves used for discounting cash flows
in the valuation of the collateralized derivatives reflect the funding
terms associated with the relevant collateral arangement for the
instrument in question. Financial liabilities designated at fair valus
are measured using UBSS funds transfer price curve. Financial as-
seis designated at fair value are valued consistent with the curve
used for the particular product. Uncollateralized credit exposure i
evaluated undsr our credit risk control frameswork. For the valus-
tion of uncollateralized derivative instruments, UBS generally em-
ploys a LIBOR flat curve.
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Mote 27 Fair value of financial instruments (continued)

Counterparty credit sk in the valuation of OTC derivative
instruments, dervatives embedded in funded asssts

designated at fair value and darvatives embedded in traded

debt nstruments

In order to estimate fair value, credit valuation adjustrments (CWVa)
are necessary to reflect the credit risk of the counterparty inherent
in OTC derivative instruments, derivatives embedded in funded
assets designated at fair value and derivatives embedded in frad-
ed debt instruments. This amount represents the estimated mar-
ket value of protection required to hedge counterparty credit risk
from counterparties in UBS's OTC derivatives portfolio, derivatives
emibedded in funded assets designated at fair value and in fraded
debt instruments. CWA depends on expected future exposures,
default probabilities and recovery rates, and ako takes into con-
sideration collateral or netting arrangements, break dauses and
other contractual factors.

OV snd DA For derivative financial instruments
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UBSs own credit risk in the valuations of OTC derivative
instruments
The Group estimates debit valuation adjustments (DWVA) o in-
corporate own credit in the valustion of derivatives, pre-
dominately to align it with the CVA methodology as described
in the preceding section. DVA represents the theoretical cost to
counterparties of hedging their UBS credit risk exposure or the
credit risk reserve that a counterparty could reasonably be ex-
pected to hold against their credit risk exposure to LBS. DWA
takes into account collateral, netting agreements, expected fu-
ture mark-to-market movements, and UBSs credit default
spreads to determine the exposure from the perspective of the
counterparty.

£ of 31 Decermber 2012 and 2011, respectively, OV and DVA
for derivative financial instruments (replacement values) were as
follows:

CHF bidion M.az12 312101

DA

Gain [oss) fior the year esded (0.4} oz

L bo-drte: qain/ floss] o4 08

mi

Gain (heesz) for the ysar peded® 1.1 (08
of witich: AMonafine crott prodechions — negadive baci frades [ ¥ 5
o wiich: Monoline croalt prodection — ather [ 3] (L]
of witich: Other strumeants os a4

L bo-darte: gain/ (losz) (0.5} (28
of witich: AMonaline crott prodechios — negadive baci frades (0.3} 1.5
o wihich: Monoline croalt prodection — ather (o) oy
of witich: Other nsfrumeants (0.8) 1.4

| AT do R0t inchide reserves agains: dfaubed coumepaties. 1 Amounts da not [noude coRTLECES.
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Mote 27 Fair value of financial instruments (continued)

UBSS own credit risk in the valuations of finandal lizbiities
designated at fair value

The Growp's own credit risk is reflected in the valuation of those
finandal lizbilities designated at fair value, if the Group’s cwn
credit risk would be considered by market participants. Owni
credit effects are not reflected in the valuations of fully collater-
alized fransactions and other instruments for which it is estab-
lished market practice not to indude them.

O credit changes are calculated based on a funds transfer
price {FTF} curve, which the Group wses to derive a single, mar-
ket-based level of discounting for uncollateralized funded instru-
ments. UBS senior debt curve spreads are discounted in order to

Cnwn credit on finandial [Rabilities designated at fair value

CHF milfian
Gain ! {boss) Foor the yesar e
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arrive at the FTP curve, with the discount primarily reflecting the
differences between the spreads in the senior unsecured debt
miarket for UBS paper and the levels at which UBS medium-term
notes (MTHs) are currently issued. The FTP curve is used by UBS
to value uncollateraslized funding trarsactions designated at fair
value and is considered to be representative of UBS credit risk,
reflecting the premium that market participants require to pur-
chase UBS MThs.

The effects of own credit adjustments related to Financal fa-
hilities designated at fair value (predominantly issued structured
products) as of 31 December 2012 and 2011, respectively, are
summiarized in the table below.

A of or fior the year ended
31212 AL 31.12.10
........................................... 0 N - —F R
........................................... R s
[252) 1534 237

Year-to-date amounts represent the change during the year and
life-to-date amownts reflect the cumulative change since initial
recognition. The change in own credit for the period can be ana-
lyzed in two components: (1) dhanges in fair value that are attrib-
utable o the change in UBS% oedit spreads during the period,
and (2) the effect of volume changes, which is the change in fair
values attributable to factors other than credit spreads, such as
redempticns, effects from time decay, changes in interest rates
and changes in the valus of referenced instruments isued by
third parties. Own credit amounts are also impacted by foreign
CUFTendcy movernents.

During 2012, we improved our own credit caloulation method-
ology through system changes that enabled us to preduce a more
refined estimate of the impact of changes in our credit curve
spread since issuance. The improved methodology compares the
current valuation of the instrument using current market data
with the valuation wsing the same current markst data but the
trade date FTP curve, either on a risk based or full revaluation
basz. Previcusly, the current impact of the full FTP spread over
LIBO# was compared with the unamortized impact of the full FTP
spread at frade date. This methodology change resulted in an
own credit gain on finandal kabilites designated at fair value of
CHF 217 million. Valuation methodologies and systems wsed
across the market to estimate the own credit effects for both de-
rivatives and financial lisbiities designated at fair value continue
to ewohe. As such, we expect further enhancements to our own
credit caloulation going forward.

358

As of 31 December 2012, a 1 basis point increase in the UBS
credit spread over LIBOR is expected to result in an own credit
gain of approximately CHIF 15.6 million.

Reflection of market liquidity risk in fair value estimates

Fair value estimates inconporate the efects of market liquidity risk
in the redevant markets. Market quidity risk s the risk that a loss
is imcurred im neutralizing the exposure to a position or of a port-
folio by either liquidating the position or portfolio or establishing
an offsetting market risk position. A liguidity adjustment is there-
fore made to provide fior the expected cost of covering open mar-
ket risk exposure within a portfolio or position. Liquidity adjust-
ments are bid/offer adjustments taken where a net open risk
position is retained and the model on which it is valued is cali-
brated to mid market Valuations based on models incorporate
liquidity or risk premiums either implicitly (=.g.. by calibrating to
miarket prices that incorporate such premiums) or explicitly

Reflection of model uncartainty in fair value estimates

Uncertainties associated with the use of model-based valuations
are incorporated into the estimate of fair value through the use of
model reserves. These reserves reflect the amounts that LIBS esti-
mates are appropriste to deduct from the valuations produced
directly by the models to reflect uncertainties in the relevant mod-
eling assumptions, inputs used, calibration of the output, or
choice of modsl. In arriving at these estimates, UBS considers a
range of market practices and how it believes other market par-
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Mote 27 Fair value of financial instruments (continued)

tidipants would assess these uncertainties. Model reserves are pe-
ricdically reassessed in light of informaticn from market transac-
ticns, corsensus pricing servicas, and other relevant sources,

Valuation processes

UBS’s fair value and model governance structure indudes mumer-
ous controls and procedural safeguards that are intended to max-
imize the quality of fair value measurements reported in the finan-
dial statements. New products must be revievwed and approved by
all stakehiclders relevant to risk and finandial control. Responsibil-
ity for the ongoing measurement of financial instruments at fair
value resides with the business, but = independently validated by
risk: and financial control fundtions. In carrying out their valuation
responsibilities, the businesses are required to consider the avail-
ahility and quality of external market information and o provide
justification and rationale for their fair value estimates. Indepen-
dent price verification of finandal instruments measured at fair
value is urdertaken by the product contral function, which is in-
dependent from the businesses. The ohjective of the indepen-
dent-price-verification process is to independently cormoborate
the business’s estimates of fair value against available market in-
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formation. By bemchmarking the businesss fair walue estimates
with obsenable market prices or other independent scurces, the
degree of valustion uncertainty embedded in thess messure-
ments can be assessed and managed as required in the gover-
nance framework. A critical zspect of the independant-price-veri-
fication process is the evaluation of the accuracy of modeling
approaches and input assumptions which yield fair value esti-
miates derived from valuation models. The output of modeling
approaches is compared to observed prices and market levels for
the spedfic instrument being priced if possible and appropriate.
This calibration analysis is performed to assess the ahility of the
model and its inputs {which are frequently based upon a combi-
nation of price levels of ohservable hedge instruments and diffi-
cult to observe parameters) to price a spedfic product in its own
specific market. &n independent model review group evaluates
UBSs valuation models on a regular basis or if specific triggers
ocour and approves them for valuing specific products. As a result
of the valuation conrols employed, valuation adjustments may be
made to the business’s estimate of fair value to either align with
independert market information or finandal accounting stan-
dards.

399
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Mote 27 Fair value of financial instruments (continued)
) Fair walue hierarchy

All finandal instruments at fair value are categorized into one of
three fair value hierarchy levels at year-end, based upon the low-
est level input that is significant to the product’s fair value mes-
surement in its entirety:

EDINETOOOO
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— Level 1 — guoted prices (unadjusted) in active markets for iden-
tical assets and liakilities;

— Level 2 — valuation techniques for which all significant inputs
are market clservable, either directly or indirecthy; and

— Level 2 — valuation techriques which indude significant inputs
that are not based on observable market data.

Determination of fair values from quoted market prices or valuation techniques’

H.ALIZ ETRFE]
CHF bidion Lewel 1 Level 2 Level 3 Total Lewed 1 Lewed 2 Lewed 3 Tatal
Financial axsets held for trading’ 913 268 57 1438 264 5.7 TR 1628
of which: st as colateral ahich
may be sald or by countesparties w7 L 0.2 447 LLF 2 as 299
Poritive: replacement values 18 407.0 &1 4180 14 4652 128 B
ofwhich:
Intovest rae contracts o0 7.3 0.4 78 ¥ 23449 oy 267
Credit derivative contracts o0 EET ] 18 367 0.0 "4 &8 &3
Farsign schenge contracts o CFT ] 12 Ei] ¥ S48 0 972
Equity findlex confracts 23 a8 28 159 28 142 22 121
Commodiies contocts at ig 0.0 re a0 9 (1 a9
Fnancial ety designaied at fair value a1 ai 49 a1 a7 1] 27 103
Fnancial invess=ents mwaitabie-for-sale 8.5 16.9 0.9 664 T 177 0 513
Tatal aisels 1428 4749 187 €373 138.4 5455 540 128
Trading portfofn Eabilities e ¥} 032 143 0.4 (¥} 06 T
Megatis replace=pat valzes 29 2857 65 3081 1% 456.1 10.8 £714
of which:
Interest rate contacts oo 2411 0.4 418 o4 bl 4 a3 ES
Credit crivative contocts oo e 1y £ 0 563 71 14
Farnign exchange contracts as o7 15 1 o4 1035 23 1063
Bty fincie confracts 22 129 13 164 27 165 09 i
Commodities contvacts at 19 o0 &40 a0 £9 &t 70
Financial Rabifties designated at fai valee a0 7M. 147 928 a0 %4 121 540
Cither liahilities — ameunts due under wnit-izked
imvestment contracts a0 153 0.0 153 a0 5.4 00 16.4
Total lishilities 3.4 4847 14 5374 310 5508 15 £18.2
| Effwscaed WAk 2 p d o e L st B a5 Thedr host poptrads, ane escluded fam this tabie As of 31 ber 3012, ret S amsets bedd ab

Hrﬁgﬂlz H&HMCHFM“_MHJMIHUIF&'I mr‘“lHﬂ_qﬂmﬂ'h“uhuﬂhﬂilmnllﬂt
m“wtﬂ'ﬂqmﬂlFl.ﬂHhﬂmCHFI:IB“I'I.‘I‘“S:“I‘I“:HFH Hhﬂu!ﬂﬂ,_qﬂﬂuh“m
and commodiies.

Dot ksued. 2 Flnancial assets held for trasing do not Indide precious metals

Transters between level 1 and level 2 in the fair value hierarchy
Trading assets and liabilities totaling approdmately CHF 6.2 bil-
liom and CHF 4.1 billion, respectively, were transferred from level
2 to level 1 during 2012. These transfers mainly related to debt
instruments and were largely driven by improvements in the
Eurczone government debt markets.

Financial investments available-for-sale of appromimately CHF
3.6 billion were transferred from level 2 to level 1 during 2012,

also driven by improvernents in the Eurozone government debt
markets.

Trading assets of approximately CHF 4.7 billion and trading
lizbilities of approximately CHF 1.7 billion were transferred from
level 1 to level 2 during 2012, These fransfers mainly related to
debt instruments where volumes and frequency of trades de-
clined below the thresholds of an active market, as defined in

UBS’s valuation governance principles.
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Mote 27 Fair value of financial instruments (continued)

Movemenits of level 3 instroments

Derivative instuments

) Fnazdal suet Positve: Negative  Financial liahii-
Firancal amselz designated replacement replacement S desigeaied
R billion kel for trading' at fair value alues walues af fairvalue
Balance a5 of 31 December 2010 108 0% 114 104 14.0
Total gains Slosses included in the income statement 0.4) o 14 (%] (0.5)
Met trading income: (0.8 L] 19 o7 (U]
Oehes 0.2 00 L] oo o
Purchases, sales, isxuances and setflements {2.2) 1 (1.1} (0.8 04

Purchases 25 (i) 00 (1]
Sales a7 L] 0o i 1i] il
lzuanoes i) 23 a3 17 52
Setllements 0 0.2 4.4 (2.2} (L]
Tramshers imto or out of level 3 4] i LT3 ol (2.9
Tramsfers inbo keved 3 18 i8] 17 13 18
Transders out of level 3 1.4 L] 1.1 (1.2 (28

Foreign currency translation &1 Li11] LA ol
Balance a5 of 31 December 20101 T8 7 jEL] 10.8 12.1
Balance a5 of 31 December 2011 78 7 138 108 121
Total gains floses Included in the income statement {1.1) o {29} (1.3 14
et rading income {11 LA 2.9 (1.3} 15
i wiich: solaled o leved 2 instawments held af the and of the siparfing peniod s o 12y g i
(Ceher fils] L] Ll =1 (]
o wiich: solaled 1o leved 2 instawments held at the and of the sparfing peniod ad o g [ o
Purchases, sales, Bsuances and settlements {0.1) 1.7 (22} (28 0.0
Purchases 14 L] il (1] ili]
Sales .3 L] L] i 1i] il
lsuances 6.1 ar 12 ii 59
Setllemests L] 1.0 3.4 (35 (.00
Tramsfers into or owt of level 3 0.5) 08 (8] [ X ) (1]
Traresfers into bevel 3 14 04 FA FA) 59
Transfers out of leved 3 PEL] Ll 2.3 (23p E]
Foreign curtency translation 0.2 0.2 0.5} (0.5h UL
Balance a5 of 31 December 2012 57 45 81 5.5 14.7

1 Inchazes amarts phadges 25 corlateral wiich miay ¢ sokd of repledge: by counprts.
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Mote 27 Fair value of financial instruments (continued)

Material changes in level 3 instruments

As of 31 December 2012, finandal instruments measured with

valuation techniques using significant non-market observable in-

puts {level 3) mainly included the following:

— structured rates and oredit positicns, induding bespoke
collateralized debt obligations (CDO) and collateralized loan
obligations (CLO);

— reference-linked notes (RLM);

— financial instruments linked to the US and Eurcpean residen-
tial and US and non-UIS commercial real estate markets;

— corporate bonds and corporate credit default swaps (CDS)
and

— lending-related products.

The significant movernents in level 3 instruments during the year
ended 31 December 2012 are desaribed below:

Financial assets held for trading

Financizl assets held for trading decreased from CHF 7.8 billion to
CHIF 5.7 billion during the year. Sales of CHF 7.2 billion, consisting
mainty of commercial mortgege loans, commerdial loans, corpo-
rate bonds, US subprime super senicr CDO and non-US RLM, were
partially offset by issuances of CHF 6.1 bilkion, which were primar-
ily comprized of commercizl mortgage loans and commercial
loans, and purchases of CHF 1.0 billion, mainky corporate bands.
Total net losses included in the income statement were CHF 1.1
billion. Transfers into and out of level 3 during the period amount-
ed to CHF 2.4 billion and CHF 3.0 billion, respectively. Transfers
into level 2 were comprised primarily of corporate bonds and
commercial loans due to the reduced cbsenability of credit spread
inputs. Trarsters out of level 3 were comprised primarily of corpo-
rate bonds due to an improvement in the availabiity of cbeervable
credit spread data, equity related products as a reduction in in-
strument maturity moved wolatility and dividend model inputs
into tenors for which a hedge market was observable, and CMBS
CDO as the availsbility of market-based price information im-
prowed confidence around discount margin and pricing inpuis.

Financial assets designated at fair walue

Financial assets designated at fair value increased from CHF 2.7
billizn to CHF 4.2 killion, mainly due to the issuance of CHF 2.7
billion of structured financing trades and transfers into level 3 of
CHF 0.6 billion. These increases were partially offset by settle-
ments, which were comprised mainly of structured financing
trades totaling CHF 1.0 bilkon.

EDINETOOOO

00000000000 0O(E05852)

Peeitive replacernent values

Pasitive replacement values decreased from CHF 13.9 billion to CHF
8.1 bilkon during tha year a5 issuances of CHF 1.2 billion, primariby
comiprised of structured credit positions, were more than offset by
settlemants of CHF 3.4 killion, which were comprised primarily of
structured credit positions, corporate CDS and US subprime super
senior CO0. Net trading losses included in the income statement
were CHF 2.9 billion. Transfers into and out of level 3 were CHF 2.1
billion and CHF 2.3 billion, respectively, and were comprsed pri-
marily of corporate (DS, structured rates positions and structured
credit bespoke CDO, resulting from changes in the availability of
obserable inputs for credit spread and rates wolatiity data and
changes in the cormelation between the portfobic held and the repre-
sentative market portfolio used to mdependently verify market data.

Megative replacement values

Megative replacement values dacreased from CHF 10.3 bilon fo
CHF 6.5 billion during the year primarily due to settlements of CHF
3.9 billion, which mainly included structured credit positions, corpo-
rate CDS and CMBS CDO, and net trading gains of CHF 1.3 hillion.
This decrease was partially offset by ssuances of struciured oredit
positions totaling CHF 1.1 billion. Trarstfers ints and out of lavel 3
amounted to CHF 2.7 billion and CHF 2.3 bilion, respectively, and
were comprisad primarily of strectured credit bespoke CDO, corpo-
rate CD5, index tranche CDS, structured rates and structured credit
positons, resulting from changes in the availability of observabla
inputs for credit spread and rates wolatility data and changes in the
correlation between the portfolio held and the representative mar-
ket portfolio used to independently verify market data.

Financial liakilities designated at fair valus

Financial liabilities designated at fair value increased from CHF
12.1 billion o CHF 14.7 billion during the year due to issuances of
{CHF 5.9 billion, which were comprised primarily of structured fi-
nancng trades, medit- and interest rate-linked notes, net losses of
CHF 1.4 billion and foreign currency movements of CHF 0.6 bil-
lion. These increases were partially offset by setfernents of CHF
5.0 billion, comprised primarily of structured finandng trades and
credit- and equitylinked notes. Transfers into and out of level 3
amounted to CHF 5.9 hillion and CHF 5.3 billion, respectively.
Trarisfers into level 3 consisted primarily of equity- and interest
rate-linked notes as a reduction in cbserable volatility inputs im-
pacted the embedded options in these structures. Transfers out of
level 3 consisted primarily of credit-, equity- and interest rate-
linked notes and were driven in part by a reduction over time of
the maturity of the underlying notes such that wolatility inputs
became observable, and also by improved observability of credit
spread, equity and rate volatility and equity dividend inputs.
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Mote 27 Fair value of financial instruments (continued)

Sensitivity information
Induded in the fair value estimates of financial instruments car-
ried at fairvalue on the balance sheet are finandial instruments for
which fair value is estimated in full or in part using valustion tech-
nigues based on assumptions that are not supported by market
observable prices, rates, or other inputs. Consequently, there may
be uncertainty about a valuation whidh resulis from the choice of
valuation technigue or model used, the assumptions embedded
in those models, the extent to whidh inputs are mot market ob-
servable, or from other elements affecting the valustion tech-
nigue or model.

To estimate the effect of changing the uncbservable inputs to
a reasonably possible alternative assumption, UBS performed =
sensitivity analysis on its level 3 financial instruments, which are
measured using valuation techniques, and for which significant
inputs are unckservable in the markets in which the underlying
products are transacted. The fair values of these finandal instru-
ments were adjusted by zero to 25 percent. These adjustments

Sensitivity of level 3 finandal assets and lisbilities
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wiere determined by product type based on the professional judg-
meent of control functions, which perform procedures to establish
the reasonablensess of UBS's valustion assertions 2= of the balance
sheet date.

Cash instrurments referred to in the below table ralate to long
and short inventory, if applicable, for the respective product type.
For presentation purposes, derivative instruments in the table be-
low indude positive and negative replacement values, = well a5
issued notes with embedded equity- or interest-rate derivative
features, which are presented on UBSs balance sheet as finandal
assets or liabilities designated at fair value. For all instruments,
favorable changes are increases to asset values and decreases to
liability values as a conseguence of applying the relevant sensitiv-
ity percentage. Unfavorable changes are decreases in asset values
and increases in liability values as a consequence of applying the
refevant sensitivity percentage for the respective financdial instru-
ments.

31212 EiRFRL

Fyworable UnExwarshle Fareneahle Unéranrable
CHF bilion changes change changes
Cash Instruments
Morigage secwsifes o1 {1} [E] (]
Dbt securities. [ F] [9.2) 0.2 [LiE]
Erquity securities o1 {1} (1] an
Traded loans 02 (0.2} k] (/R }]
Total cash Insdruments 0 (.8} [+
Derbvative Instruments
Exquity derivatives! 03 (8.3} [ E] (]
Inteeest e derivatiees o1 [.1} 0.3 (L]
Credit derisafives ] (8.2} 05
Total derlvative instruments L] [0.€) 1.1 £1.1)
1 Inchudes US5's apiion b aoqeke ke eqeky of the SHE StabFend. In 3011, this optien was presevied I Detsaties Iastruments - oéfwer The: prior perkod was restated for Sk change b preseriaiion.
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Mote 27 Fair value of financial instruments (continued)
) Valuation techinigues by product

This section indludes a description of main product categories and
related valuation technigues employed by UBS.

Government and corporate bonds, bills and loans

Government bonds and bills are generally actively traded with
quoted prices in iquid markets. Should market prices not be avail-
able, the securities are valued against yield curves implied from
similar issuances.

Corporate bonds are priced at market levels, which are based
on recent trades or broker and dealer quotes. In cases where no
directly comparable price is available, the bonds are tested against
yields derived from other securities by the same issuer or bench-
miarked against similar securities adjusting for seniority, maturity
and liquidity. For iliquid securities, credit modeling may be used,
which considers the features of the security and discounts cash-
flows using observable or implied credit spreads and prevailing
interest rates.

Loans held at fair value are priced at market levels reflacting re-
cent transactions or quoted dealer prices. For illiquid loans where
no market price is available, alternztive valuation techriques are
used which may indude relative value benchmarking using pricing
derived from debt instruments for comparable entities or different
products in the same entity.

The corporate lending portfolio is valued using esther directly
observed market prices typically from consensus providers or a
credit-default-swap pricing medel, which requires credit spreads,
recovery and interest rate inputs.

Equity securities, hedge fund and investment fund units.
conwvertible bands and derivatives

The majarity of the Group’s eguity securities are traded on public
stock exchanges whene quoted prices are readily and regularly
availzble.

Hedge funds are measured at fair value based on their pub-
lished et asset walues (NAV), considering the availability of Mav
from the funds or restrictions imposed upon the redemption of
thesa funds.

Comertible bords are mostly valued using cbservable pricing
sources, which are generally available given the frequency of trad-
ing im the market.

Investrment fund units are predominantly exchange traded,
with quoted prices in liguid markets. Should market prices not be
available, these nstruments may be valued based on their AW

UBS has paositions in both exchange-traded derivatives (ETD)
and OTC derivatives. ETD derivatives generally have cbservable
prices and UBS considers these market prices within the fair
value assessment. OTC derivatives are measured using either in-
dustry standard models or internally developed proprietary mod-
els. Inputs to these models include equity prices, equity dividend
and funding rates, equity volatiities, FX rates and correlations.

404
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Residential Mortgage-Backed Securities (RMBS), Commercial
Mortgage-Backed Securities (CMBS), Asset-Backed Securities
{ABS) and Collateralized Debt Obligations (CDO)

Walwes of RMBS, CMBS, ABS and CDOs are estimated by refer-
ence to traded prices and independently verified market data
when available. In the absence of direct market data, values
are derived from traded and quoted prices on one or more se-
curities with similar characteristics or indices through bench-
marking or triangulation.

Securities with plain vanilla features, but limited cbservable
miarket data are valued using industry standard valuation models,
while those with complex structures are valued wsing proprietany
models and fundamental analysis. Key inputs to such models in-
clude management’s guantitative and qualitative assessment of
current and future economic conditions, the securities’ projected
performance under such conditions as well as liquidity in the mar-
ket, among other factors.

Credit derivatives related to RMIBS, CMBS, ABS and CDO

Credit derivatives indude credit default swaps, total retwrn
swaps and balance guarantesd swaps either referencing an in-
dex, single-name securities or a basket of single-name securi-
ties. Single-name contracts are primarily priced using reliable
market data or are derived from traded and quoted securities
pprices on similar exposures inorder to estimate fair value. More
illiguid and bespoke credit derivatives are valued using propsi-
etary models and inputs to such models are derived from mar-
ket data and calibration o similar transactions, reference indi-
ces and sscurities.

Credit derivatives

Single-name, index and portfolic credit default swaps, and any
derivation or combination which can be dassified as complex
structured credit products are valued using market availablz cred-
it spreads and recovery rates from either consensus pricing ser-
wvices or other market partidpants. This data is fed into industry-
standard models in order to derive fair valus.

Complex structured credit products are valued using proprie-
tary models, which are calibrated to market-derived data. Inputs
to these models indude single-name cedit spreads, recovery
rates, implied correlaticns, credit volatilities, cash-synthetic basis
spreads and quanto basis spreads.

Interest rate swaps and forwards

OTC swap products include interest rate swaps, basis swaps,
cross currency swaps, inflation swaps and interest rate for-
wards, often referred to as forward rate agreements (FRA) All
of these products are valued by estimating future interest cash
flowss {both fixed and future index levels) and then discounting
these cash flows using an interest rate that reflects the appro-
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Mote 27 Fair value of financial instruments (continued)

priate funding rate for that portion of the portfolio. Interest
rates and future index levels used in the respective calculations
are genergted from chserving current market interest rates as-
sodated with typical interest rate derivatives {considering swap
rates, basis swap spreads, futures prices and FRA rates) and
convertimg these into rates specific to the portfolio using mar-
ket standard yield curve modsals.

Interest rates options

Interest rate caps and floors, swaptions and other more complex
nor-linear interest-rate products are valued using markst standard
option models. These models use inputs that indude (but are not
limited to) interest rate yield curves, inflation curves, interest rates
volatilities, FX rate volatilities, inflation volatilities and comelations
{between different interest rates or between rates and FX or infla-
tion). The modeks are calibrated to recover market-observed prices
for standard option instruments trading within the market and the
calibrated model is then used to revalue the portfolio.

i) Deferred day-1 profit or loss

The table reflacts the activity in deferred profit or loss for financial
instruments for which fair value is estimated using valuation mod-
els when not all sgnificant inpasts are market obsarvable. Such fi-
nancial nstruments are mitially recognized at their transaction price,
even if the vahes obtained from the relevant valuation model on
day 1 differ. Day 1 reserves are released and gains or lossas are re-

Deferred day 1 profit or loss

CHF million

Balance at the beginning of the year
Dedfermed profit/{losshon new trarsactions
Recognized (profit)/ loss i the income statement
Fareign cerency translation

Balance at the end of the year

Fx opticns

OTC options on FX rates are valued using market standard option
miodels. Inputs to these models indude {but are mot limited to)
FX spot rates, FX forward points, FX volatilities, imterest rate yield
curves and comelations between B rates and intersst rates. The
miodels are calibrated to recover market-observed prices for stan-
dard option instruments trading within the market and the cli-
lbrated model s then used to revalue the partfolio.

Fx spot and fonaard
Open spot and settled FX positions are valued using the chserved
market FX spot rate. Forward FX positions are valued using the
spot rate adjusted for forward pricing points cbserved from stan-
dard market sources.
= Refer to the “Risk, treasury and capital management” section of
this repart for more information on certsin finandal instruments
with significant valuation uncertainty (O64 on monolines, US and
nan-LS reference-linked notes, and the option to acquire equity
of the SNE StabFund)

corded in Met trading income when product equivalent quotes be-
come available or the underlying parameters become chsarvable,
the transaction is closed out or using an appropriate amortization
methodology. The following table shows the aggregate difference
yet to be recognized in the income staternent at the beginning and
end of the period and a reconciliation of changes during the pericd.

For the year ended
M.izi2 ELRFAL
433 565
424 2
(267} (4
(16} 1
474 £33

A5 of 31 December 2012, deferrad day 1 profit of CHF 0.5 billion
primarily consisted of CHF 0.2 billion related to OTC equity op-
tions {31 December 2011: CHF 0.2 billion), CHF 0.1 billion related

to credit default swaps (31 December 2011: CHF 0.1 billion)
amd CHF 0.1 billion related to interest rate swaps (31 Decembser
2011: CHF 0.1 billion).
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Financial information
Motes to the consolidated finandal statements

Mote 27 Fair value of finandial instruments {continued)
&) Finandial instrisments accounted Tor at amortized cost

The following table reflacts the estimated fair values for UBS's instruments accounted for st amortized cost. Refer to Note 29 for an
overdew of financial assets dassified a5 “loans and receivables™ and financial labilities accounted for at amortized cost.

Finandal instruments accounted for at amortized cost

.22 EARFA N
CHF bilion Carrying value Fair value LCarping walue Fair value
Adsets
Cash and balances with aeseal Banks BE.4 GE4 06 2005
e fram basks n2 na nl n3
Cash collateral on securities bomowed 4 74 = a8
Reversa repuschase agreements. 1308 1. 2135 2133
Lash collateral reoeivables on derfeative instrusents 04 o4 413 413
Loars 2798 m e HEEE %82
Accrued income, ofher asety 121 121 10.2 102
Liabdities
[Due 1o banks 30 PR nl 202
Cash collateral on securities lent 82 92 4] Al
Reperchase agroements ne ns 1024 10L4
Cash collateral payables on derivalive i A A [TA &1
e 1o cestomens: s s 2424 34
[Debt izsund 149 1078 1418 1808
Accrued expenses, other liabiities 430 4540 .2 7.2
Guaranbess / Loan commitments
Gusranizes' o1 (a1} "] 1
Lean cammitmesis? 1] 0.3 1] o7
) Do 2013 i Vel 5.1 ke 3 Do 3011 oy e o b oA oo iy CoF 01 1 Der 1013 2 3 Dt 11

alur o loan commitmens:
nespecdedy. The esumaied fair value of kan commimens sepresenis 3 bty of CHF 03 asof 31 Decmwber 2012 mda of CHF (.7 bilfion 25 of 31 Cepember 2001
Leoans indude Wealth Management and Retail & Corporate assets, mainly mortgage loans, where fair values exceeded related cammying
values by CHF 3.8 billion as of 31 December 2012 (31 December 2011: CHF 3.4 hillion), and Legacy Portfolio assets reported in Car-

porate Center where fair values were below related carrying values by CHF 0.6 killion as of 31 December 2012 (31 December 2011:

CHF 1.5 hillion].

The fair values induded in the table above were caloulsted for
disclosure purpases only. The fair value valuation technigues and
assumptions described below relate only to fair value of UBSS fi-
nandal instruments acoounted for at amortized cost. Other insti-
tutions may use different methods and assumptions for their fair
value estimation, therefore, such fair value disclosures cannot nec-
essarily be compared from ane finandial institution to ancther.
UBS apphes significant judgments and assumptions to armive at
these fair values, which are more holistic and less sophisticated
than UBS's established {air value and model governance policies
and processes applied to finandal instruments accounted for at
fair walue whose fair values impact IBS's balance sheet and net
profit. The following prindples were applisd when determining
fair value estimates for finandal instruments accownted for at am-
ortized cost-

406

— For finandal instruments with remaining maturities greater
than three months, the fair value was determined from quoted
market prices, if available.

— Where quoted market prices were not available, the fair values
were estimated by discounting contrachual cash flows using
current market interest rates or appropriate yield curves for in-
struments with similar credit risk and maturity. These estimates
generally include adustments for counterparty credit or UBSs
o credit-

— For short-term financial instruments with remaining maturities
of three monthes or less, the carrying amount, which is net of
credit loss allowances, is generally considered a reasonable
estimate of fair value. The following finandal instruments
accounted for at amortized cost have remaining maturities of
three manths or less: 100% of cash and balances with central
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Mote 27 Fair value of financial instruments (continued)

banks; 82% of amounts due from banks; 98% of cash collat-
eral on securities borrowed; $5% of reverse repurchase agres-
mients; 100% of cash collateral receivables on derivatives;
51% of loans; 88% of amounts due to banks; 93% of cash
collateral on securities lent; 93% of repurchase agreements;
100% of cash collateral payeble on derivatives; 98% of
amount due to customers; and 21% of debt Bsued.

— The fair value of variable interest-bearing finandal instruments
accourted for at amortized cost is assumed to be approdmat-
ed by their carrying amounits, which are net of cedit loss al-
lowances, and doss not reflect fair value changes in the credit

Mote 28 Pledged and transferred financial assets

quality of counterparties or LUBSs cwn credit movements.

— The fair valus estimates for repurchase and reverse repurchass
agresments with variable and fixed interest rates, for all ma-
turities, include the valuation of the interest rate component of
thesz instruments. Credit and debit valuztion adjustments
have not been included in the valuation due to the short-term
nature of these instruments.

— The estimated fair values of off-balance shest finandal instru-
ments are based on market prices for similar fadlities and guar-
antees. Where this information is not available, fair value &
estimated using discounted cash flow analysis.

This Mote provides information about assets pledged as collateral for liabilities or contingent liabilities {Note 28z), transfers of finan-
dial assets (Note 28b and 28c), and financial assets which are received as collateral with the right to resall or re-pledge thess assets

{Note 28d).

a) Financial assets pledged a3 collateral

The Group pledges financial assets mainly in securities lending transactions, in repurchase transactions, against loans from Swiss mart-
gage institutions, in connection with derivative transactions, as security deposits for stock exchanges and dlearinghouse memberships,

and in connection with the issuance of covered bonds.

Finaneial assets pledged as collateral for liabilities of contingent liabilities

Camying amaunt
CHF miliion 1N FAF iz
Trading partfolic et 53658 56,162
o wiich; assets pledied as collatoral wivich may be sold or repledped by countermanties 44, 98 39,956
Loars 34,008 Pk
o wiich: margage osvs” 13928 Foll
Total financial assets pledged as collateral’ BT.861 BT
et i i T R e e e i e e

Troiigage motgage
CHF 7.5 billion far 31 December 2002 (31 mn-mllm umwum;whmmuu—daudmmm

menis. 3 Does rof inchude amsets placed with cenimal

cred it s ans fow paryment, dleasing and setthement perposes (31 December 2012 CHF LBIIm.!I[:-h- i Dl!.ﬁﬁu

407
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Financial information
Motes to the consolidated finandal statements

MNote 28 Pledged and transferred financial assets (continued)

b} Transferred financisl asets that are not derecognized in thair entirety
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The following table presents information for financial assets, which have been transferred but are subject to continued recognition
in full, as well as recognized liabilities assodiated with those transferred assets.

Transferted finanal assets subject to continued recognition in full
CHE millian

.22 EYRFRY LS

€a wvalue of
[ liabili-
Carrying value of ties recognired Camying valus of
tramefermed astets on-balance sheet manshemed asset
Trading partiolo awmets tansfemed which may be sald or repledged by cousterparties
rnelating to repavclane agreemests in eschimge for caah reosived B 305 B 287 15481
relating to secumiies kaeding agresments i sxchange for cash recered 15, 250 14,042 12 509
refating o securities landing agresments iy sochange for secunities reonived 18,258 [ 10,248
reiyting fo offer fnamcal ascef dancierr 2868 152 1899
Tolal financial assets transfened A4, 658 23,502 39936
Compantive gala bas been sestated <ue to Ia wae definkion of taestered Mnandal assets. Reker b *Nse 1h Imﬂgpdﬂqn-w-ddhm"'h Information.
;ﬂlmu-'lﬂlmﬂl; 50 308 T snciated labiles a5 of 31 Decernber 301 1 was 1he same 2 that 2012 e

Transacticns whereby financial assets are transferred, but con-
tinue to be recognized in their entirety on UBS” balance shest
incluede securities lending and repurchase agreements as well as
other finamcial zsset transfers. Repurchase agreements and ==-
curities lending agreements are discussed in Motes 1a) 13) and
1a) 14). Repurchase and securities lending arrangements are,
for the most part, conducted under standard market agree-
ments, and are undertaken with counterparties subject to UBSS
normal credit risk control processes. Other financial asset trans-
fers indude securities transferred to collaterslize derivative
transactions.

Approdmately half of the transferred financial assets are trad-
ing portfolio assets fransferred in exchange for cash, in whidh
case the assodated recognized liability represents the amount to
be repaid to counterparties. For securities lending and repurchase
agreements, a haircut between 096 and 15% is generally applied
to the collateral, which results in associated lisbilities having a car-

rying value below the carmying value of the transferred assets. The
counterparties to the associzted lishilities presented in the table
above have full recourse to UBS.

In securities lending arrangements entered into in exchange
for the receipt of other securities as collateral, neither the securi-
ties received nor the obligation to return them are recogrized on
UBS’s balance sheet as the risks and rewards of ownership are not
transferred to UBS. In cases where such financial assets received
are subsequently sold or re-pledged in ancther transaction, thisis
not considered to be a transfer of finandial assets.

Transterred asseis other than trading portfolic assets which
may be sold or repledged by counterparties were not material in
2012 and 201 1.

Transterred financial assets that are not subject to derecogni-
tion in full, but which remain on the balance shest o the extant
of the Growp's continuing imvclverment, were not material in 2012
and 2011.
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MNote 28 Pledged and transferred financial assets (continued)
&) Transferred financial assets that sre derscognized in their entinety with

Continuing involvement in a transferred and fully derecognized
finandial asset may result from contractual provisions in the trans-
fer agreement or in 2 separate agreement with the counterparty
or a third party entered into in connection with the transfer. Sudh
transactions indude purchased call options on transferred finan-

EDINETOOOO

00000000000 0O(E05852)

continung invalvement

cial zsets, cartain lending arrangements as well as interests pur-
chased and retained upon the transfer of assets into securitization
structures and special purpose entities. The table below provides
information on the Group’s continuing involvernent in transferred
and fully derecognized finandal assets.

Transferred finandal assets that are derecognized in their entirety with continuing involvement

CHF milfan EiRFRF
Gamni ke from continuing
Gainflozs) recog- |rmlf-_ in h'd-'-d and
Camyingamomt  Fairvalue of  rized at the dabe deeengrized fnandal aek
Ealance s=pet of oonlineing oomfnuing  of trassfor of e For the year
[imm ite= iménlve=ent el ment fimandal acts  endied 31.12.12 Life-tn-date
Type of continuing knahement
Pritive
Purchasesd call aption replice=ent values 2,103 R [1.003) M 12,5565
Lending arangements Loans 3,342 3m L] L1} 651
Purchasesd and retained interests Trading poetfolio assets!
in secwsiimation struciures. Replace=ent values 205 05 [i] i} {1,
Total 5,650 5,579 11,003} 87 (3,308)

Therz are a mited number of specfic transactions for which UBS
has continuing imvolvernent in derecognized financial assets, as
detailed below.

Purchased call option: LBS's option to acquire the

SHE StabFund’s equity

In 2008 and 2009, UBS transferred assets to a fund owned and
controlled by the Swiss National Bank (SMB StabFund). The prica at
which the SNE StabFund purchased the assets from UBS was CHF
1.0 billion below the fair value at which these assais were held by
UEBS. The SME has financed the fund with a loan in the amount of
90% of the purchase price, sacured by the assais of the fund.
10% of the purchase price was financed through an equity contri-
bution by the SNE. The loan & non-recourse to UBS. The fund and
loan facility terminates in eight years from inception, but the ter-
minztion date may be extended to 10 or 12 years. UBS has pur-
chasad, for an amount equal o the SNB's equity confribution, an
option to acquire the fund's equity once the loan has baen fully
repaid. This option to acquire the SME StabFund’s equity represents
a continuing irvolvement in the assais transferred to the fund,
which is reflected in the table abowe. The option exerdse price is
USD 1 billion plus 50% of the amount by which the fund's equity
value exceads USD 1 bilkon at the time of exerdse. This option s
carried on UES's balance sheat at fair value, which s ako the max-
imum exposure to boss. In the event of a change of control of UBS,
the SMB has the right, but not the obligation, to require UBS o

purchase the loan the SNB provided fo the SMB StabFund at its
outstanding principal amount plus accrued interest and the fund's
equity at 50% of its value at the time. if, upon the fund’s termina-
tion, the SMB incurs a boss on the loan it has made to the fund, the
SME will be entiled to receive 100 million UBS ordinary shares
against paymenit of the par vakee of those shares.
= Refer to the "Risk, treasiry and capitsl management”
section for more information on UES's option to acquire
the SNB StabFund's equity

Lending arrangements: loan to BlackRodk fund
In 2008, UBS sold a portfolio of US RMBSs for proceeds of USD 15
billion to the RMBS Opportunities Master Fund, LP {the "RMES
fund™), a special purpose entity managed by BladkRodk, Inc. The
UsD 15 billion proceeds were approximately in line with the fair
value of the asssts at the date of the transfer of the assets. The
RMES fund was capitalized with approximately USD 3.75 billion in
equity raised by BlackRock from third-party investors and an
eight-year amartizing LSD 11.25 hillion senicr secured loan pro-
vided by UBS, which represents a continuing imachement in the
assets transferred to the fund and is reflected in the table above.
The maximum exposure to boss is equal o the @mying amount of
loan to the RMBS fund.
= Refer to the "Risk, treasury and capital management”
section of this report for mare information on the management
of credit risk
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MNote 28 Pledged and transferred financial assets (continued)

Purchased and retained interests in securitization structures

In securitization structures where UBS has transferred assets into
a third-party spedal purpose entity and retained or purchzzed
interests therein, UBS has a continuing involvernent in those
transferred assets. The majority of cur retained securitization po-
sitions held in the trading portfolio are collateralized debt cbliga-
tions, S commercial mortgage-backed securities and residential

) OFf-balance-shest securities received
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mortgage-backed securities. As a result of losses incurred in pre-
viows years, the majority of these positions have a camying
amount of zers as of 31 December 2012, The madmurm expo-
sure to |oss was CHF 0.3 billion 2= of 31 December 2012. Life-to-
date losses preserted in the table on the previous page only re-
late to retained interests held as of 31 December 2012.

The following table presents the amounts of securities received from third parties that are not recognized on the balance sheet, but
that are held as collateral, induding amownts that have been sold or repledged.

Off-balance sheet securities received
CHF milfon

IR FR T Az

Fair walue of wecerities recefsed which can be sold or repledged 400,150 551,%0
received as colfafoal ender rewerse repwchase, spoonitier bovowing and lending amangements, deviative tansachions and other fasections Jag 496 550028
neomved! in omepowed bomowings 7854 1,567

thereof sold or sepledged as collatesal for liakilities or contingest liabiities 184, 599 IB5ET
in connection witly franning actistier Fro R Fo oA
o salich commiments unde short sale Sansaciions 34,154 A9.480
in connection witly danative and other rancecdions 26,084 Fuk

| Compairive daea has (been restaied dae to & charge In the delinkion of firancal wots
maten 3 Doos et et oH- babanice: shiset 1 2T CHEF 9L
anz settlorment purposes for which there ane ro d Rabilthes or g

410

colkatesal. Pefer s "Mote |0 Changes In socountting palkcies, comparabiity, ard other ashstmes™
alI'.::ﬂ-h‘l]:DIFJM-HHpldm_ﬂld:ﬁdmlhnmhlﬂhmld-lg

far mone inflor-
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MNote 29 Measurement categories of financial assets and financial liabilities

a) Measurement categories of finandal assets and financial lisbilithes

The following table provides information about the camying
amounts of individual dasses of finandal instruments within the
measurement categories of financial assets and finandial liabikties
as defined in IAS 39 Anancal mstruments: recognition and mea-
surement. Only those assets and liabdlities which are financial in-

EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

struments 25 defined in 1AS 32 Financial instruments: pressntation
are included in the table below, whidh causes certain balances to

differ from those presented on the balance sheet.

= Reffer to "Note 27 Fair value of financial instruments” for
maore infarmation on how falr value of finandial instrements

is determined

CHF milfan Miri2 niazn
Finandial assets’
el fior trading
Trading partiolo et 142 167 162,821

cfwhich; sssets pledied ac collateral which may be soldd or repledped by countermantios 44 808 o
Debt izsupd” 405 1,188
Penitior: replacement walues 418525 435 584
Total S&EI01 50,554
Fair walue through profit or boss
Financal arsets desi d at fair value 9,106 10,336
Fimanclal assets ot amortized cost
‘Cazh and babinces with ot banis B 01 40,628
e from basks 1,230 14
Cash collateral on securities bomowed man 58,763
Rererme repurchase agrecments 130,541 213,501
Cazh collateral remivables on derr 10413 41,322
Loars 179501 A0
Morrued income 1514 1,464
(rhee assets 10,545 8,757
Total 578,199 G54, 267
Avallable-for-sale
Fnasdal i asailable-for-sae 8, 301 53,174
Total financial asets. 1,215 589 1,368,331
Finandal liabilities
eld fior trading
Tradng partolo kil 34,154 35,480
Deb izsupd® 172 194
Hegatter replacement walees 195670 £73,400
Total 429,396 513,074
Fair walue through prafit or boss, other
Finazcial abilities designanted at fair walue frd b 28,002
Mmourits due under enit-inked contecs 15,346 16,481
Total 108,123 106,862
Financlal liabilities at amortized cost
[ue 1o banks 13024 30,201
Cazh collateral on securities lant .03 B136
Reperchame agreements IT 638 102,429
‘Cash collateral payables on derivative instruments 1,148 67,114
[ to cestomens T a2 0 400
Mrzrued expenses 4, 548 6685
Dotk imsund 104, B8RS 141,572
irhee isbilities 45,471 40,512
Tatal BELE1E Ta5,019
Total financial labilities 1,200,435 1,357,555

1850l 31 Depember 2012, CHF 113 iion of Loane, CHF O iilion of Due hom banks, C5F 1| bilion of Reverss AGIEETRALS,
desigrafes a falr valee ane ppeches o be renowored o seiied ater twebve mondes As of 31 Decernber 3311, CHF | B2 blbo of Loaes, CHF 1 bilkan of Dus ham banks, CHF 1 h'hnd'm EpLITEE agme-
menis, CHF 20 Hl- dmﬁm.ﬂiﬂbﬂ- :dur:hdmmq—d :hdnnq-ﬂhu 4

b b formich thes fais sate opron has et been apphed The

CHF 7 billen of Firancial investrrerts avaliable-forsale ans CHF 7 billen of Finarncil

nuhi.-
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MNote 29 Measurement categories of financial assets and financial liabilities (continued)

b) Recassification of financial assets

In the fourth guarter of 2008 and the first guarter of 2009, finan-
cial assets with fair values on their redassification dates of CHF
26 billion and CHF 0.6 billion, respectively, were redassified out
of Trading portfolic assets to Loans.

The redassification of financial assets reflected UBS's change
in intent and ability to hold these finandal assets for the fore-

Held-for-trading assets reclassified to loans and receivables

seaable future rather than for trading in the near term. The
foreseeable future is interpreted to mean a period of aporosi-
miately 12 months following the date of redassification. The fi-
nancial assets were redassified using their fair value on the date
of the reclassification, which became their new cost basis at
that date.

CHE bilion FTRFXE] FTRFRL]
Carrying valu [T 53
fair value i 48
Pro-Borma faie walue gain /(lnss) LRI} [

The fallowing table provides notional values, fair valwes and carrying values by product category for the remaining redassified finan-

cial assets.

Held-for-trading assets reclassified to loans snd receivables

CHF bilion

U5 student loan and menicipal asdion ain seoernities
Menaline-profecied asset

Levesaged finanoe

LS reference-lisked notes

Ceher assets

Total

kiR FRE)

Ratio of carny-

I to nodlonsl

Hodlonal value Falr value  Carrying valus walue (%)
20 1.7 1.9 2]

(T 1] 0.5 &

(R ] a3 0.3 &S

LR | i i ki ]

L] oS o4 83

38 11 ) EL]

In 2012, the carrying value of the remaining reclassfied financial
assets decreasad by CHF 2.1 hillion, mainly duwe to sales of CHF 1.9
billion, of which CHF 0.9 billion related to sales of US student loan
auction rate securities and CHF 0.3 billion related to sales of mon-
oline-protected assets. The overall impact on operating profit be-

Contribution of the reclassified assets to the income statement

fore tax from the finandal assets for the year ended 31 Decemniber
2012 was a profit of CHF 43 millicn {see table balow). If the finan-
cial assets had not been reclasified, the impact on operating profit
before tax for the year ended 31 December 2012 would have been
a profit of approsimately CHF 0.3 billion (2011: CHF 0.2 billion).

For the year esded
CHF milfan M.azi2 34211
Miet inberest income 116 am
Creit loss fexpense)i recovery (73} £
e income’ 7 306
Impact an operating profit Befare tax. 49 123

T Inchades et gake (ocses) on e diepocal of reciacsed Tnandal azets
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MNote 29 Measurement categories of financial assets and financial liabilities (continued)
&) Maximm exposure o credit risk and credit quality information

The table below represents the Group’s maximum exposure to  tive value is wsed. Credit enhancements (oredit derivative con-
credit risk by dass of financial instrument and the respective col-  tracis/guarantees) are included at their notional amounts. Both
lateral amd other credit enhancements mitigating credit risk for e capped at the maximum exposure to credit risk for whidh they
these dasses of finandal instruments. The maximum exposure o serve a5 security.

credit risk includes the carrying amounts of financial instruments The section “Risk management and control” describes man-
recognized on the balance sheet subject to oedit risk and the  agement’s view of credit risk and the related exposures. Thess
notional amounts for off-balance sheet amangements. differ in certain respects to the requirements of the accounting

‘Where information is available, collateral is presented at fair  standard.
value; for other collateral such as real estate, a reasonable alterna-

Maxirmum exposure to credit risk
31212
Collateral Credit enhancements
Maximum Cash Collateral- Credit
exposiane fo collateral loed by Secured by rther derivative
CHF bilion credit risk received  securities real estate  collateral” MHetling  confracks Guaraniees
Ananclal aszets measured o amortized oot
on the balance shest
Balances with central banks 4.1
e fram Basks? 2.2 27 04 04
Loarns? 1799 131 639 1538 183 0 1.5
Cah oollateral on securities bomowed ara 172
Rerverme repurchase agreements 1309 130.9
LCah oollateral receivables on dari [ A 4 174
Accrued income, ofher et 12.3 T8
Total financisl ssebs measured ot anvortized cost £76.2 13.2 2446 1558 187 174 0.9 1.5
Financlal aszets measured af fair value
on the balance sheet.
Ponitive: meplacement walues® 418.0 e
Trading partioho asets — debt imssments® " 674
Financial asets desigeated at fair value — debt isstruments® a5 11 a2 1.0
Fnascial isvestimests seailable-for-sale — debt irsrements’ 65.3
Total financial ssets measured at fair value £59.2 0.0 E5 0d a2 e 1.0 0.0
Total maximum exposure to credit risk reflecled
on the balance sheet 1,135.5 13.2 2511 1558 189 3841 1.9 1.9
Guaraniees 0.0 1.5 20 03 10 1.4 25
Loan commitmests sa8 0.2 21 17 2 169 1.5
Forward staring transactions, severse nepurchase and
secerities borrowing ageemests 188 188
Total maximum exposire to oredit risk not reflected
on the balance sheet 488 1.7 229 15 112 0.0 18.3 4.0
Total at the year-end 12341 14.8 210 157.7 31 3941 20.2 £.9
1 Includes bat mot limibesd 1o s nSEranoe oorads, |RveTiony, oo secehable, prEeL and = [up o bk Inchudes et hedd stk 308 panty banks on behaH of dients. The oedit sk amocaie
0 e ke may b bome by hoss clees. 1 Lears inchde 3 balarce owstanding of USD 36 1otk SlackRads furel This inan ks colbberadtansd by 2 portizle of LS ekientiod martgage saded securities
uﬂm'ﬂuwﬂ'mﬁl'uhﬂquﬂupﬂ uﬂudﬂuwhmrhrrﬂtl. 4 Inchded withir. ok ool bteral reveeanies on derfeaties PEITOMERE SE AN
[brwEs S fram Eachanges of cearng hoes The mrtd'nmhﬂlnlﬂlntlu rm regalhe eplace TNt WEes In aordaaoe wh el Fedenal Sanking Low. = The amoant
ahoaw In T et 1 SOl ETER SERESERIT The RETIRG Wi relzied neqrive mplansment valaes .lldnin:l w'lh.i mmwnﬂnﬁqm Forthe o thit fkrinsam, seariies ool
laienal wee niot oveideed. @ Thee positions ane mumaged urder tha et rick frameson: and are induded InVaRl For thie purpoes of this deciosan, coltateral and geck EnhoncETECE e e C2ESE-
sl 7 Do 0ot Indurde Sebk rtramenes. el for o resTEnt coTiads and ireedmen fund units o Does et indude ievestreet fund AR -I[IIrIIN-I'MTI'tiHIt
113
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Financial information
Motes to the consolidated finandal statements

MNote 29 Measurement categories of financial assets and financial liabilities (continued)

Maximiim exposure to credit risk (continued)
3naan

Collateral Credit eshascoments

Mhazizum Cash Credit

exposLre b wieernl Colaiesalined  Secwed by Other derivalive
CHF lilion credit risk meceived by secwities el estale oollatesal® Wetfing  conbacts  Gurasters
Ananclal aszets measured o amortized cost
on the balance sheet
Balances with central banks A
[Due fram basks? FLE oo 2.7 0.5 06
Loans®? .1 14 539 1482 24 1] 16
‘Cash collateral om securities bomowed EE 508
Rerverse repurchase agrecments 2135 His
‘Cash collateral receivables on derr i ¥ 413 o
Accrued income, ofher Esets 102 682
Total financial asets measured at amortized cost 6522 15 3351 148.2 1.3 o 1] Lk
Financlal assets measured af fair value
on the balsnce sheel
Penitive replacement walues” ARG 6 489
Trading partiolio asets — debt irssements® ¥ @z
Financial saets desigaated at fair value — debt isstruments™® a8 a7 0.2 14
Financial isvestmests sesitable-for-sale - debt inssements™ 521
Total financial asets measured at fair value 6477 o0 a7 a0 0.2 A9 14 oo
Total maximum expesure to onedit risk reflecled
on Lhe balsnde sheel 1,295 15 EELE] 148.2 16.5 £56.9 pai] a2
Guaraniees 188 15 12 0.2 1.5 1.8 19
Lean cammitmests 582 [1E] 04 1.1 B8 181 10
Forward stariing transactions, reverse epurchase and
secarities borrowing agreements F1A] F ]
Tolal maximiim expasire to credit risk ot refleched
an the balance sheel 1046 18 249 13 0.3 198 50
Total at the year-end I,M 132 EAl ) 1485 299 £56.9 2.8 a2
1 Includes baf mot limibed 1o e s ranoe ooEhas, |EveTiony, aocouTts seohabie, = Dupe from: b Inchudes amoumts hedd sk 308 pary banks on behati :hhunmdtﬁm
0 e bkances may b bomee by those dlenes :mrﬂb:lﬁn_ﬁﬂ WEDAT mﬂ-lhduukf-dm“udhrdzdhppuﬂdodu v
Inciuder] within *Caer _ Aefer b thes °Risk, mexery and cptal anagenen mdhmhmw 4 Laans g hich ool 'fr:mld‘l-h-

rading to knans and receivaies |n doerh quarter 2002, The remainieg ca dnd&nmmmruhnda'luni-nuﬂuhd-:futhtupp_mmhmtm
nelaied o these ansets was CHF 0.2 bilion, which ks not I the cobumn *Credi Serkaiive conracs”. n 2072, we comened the dassfiaiin of oesain foans which wene presiously doesied as
e ke o secwed Inare As 3 el otal knans ssoores by Other colmesal were Inpered by CHF 2.8 Bilion a5 of 31 December 2000 ¢ Inchuded within ced coltsteral recsisabies on derhvaihee emeTis

e akwnces e from o hanse The amoent shown In te ol e wiih relzad 'd-hmﬂnhu
g @rianges of ey nering represaTis -:Lﬂ % *-.:1!

Law 7 The amourt shown b S nefing column represents the nefting wih neaied negathe mplscemet wabses and cash Sl Foderad
mmﬂlﬂmunﬂmﬁd lhmnﬂ-ﬁﬂﬁ-mmdnmhumﬁlmd&k HJN
r-ti-dmt__. cortiads and ferd erits.  +2 Does not inclede Insstment fund s, |1Dmrﬂh|‘h.lnd:-
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MNote 29 Measurement categories of financial assets and financial liabilities (continued)

Finaneial assets subject to credit risk by rating category

CHF bilion EiRFRF

Rating category 01 2-3 45 L] 8-13  defsulted Total
Balances with central banks. 46.2 17.9 ol 841
e from Basks 0.9 4.0 45 1.6 al 0o 2.2
Lears 48 84.2 1213 572 1.5 1.1 M5
Cazh oollateral om securities bomowed and reverse repurchase agreements. 23 1233 258 148 20 0o 1583
Ponitive: neplacement walues 134 3485 444 LL ) 1.4 0.2 418.0
Cash oollsteral receivables on dehatior irstrusents 6.3 171 4.0 FL ) al 0 304
Trading particlio assets — debt instrements? 342 17.2 78 34 48 0.2 &74
Finazcial imvestmests seailable-for-sale — debt imstrements 7 78 ol L] 0.0 853
Cther finascial isstruments 0.3 32 75 LE] 04 0.2 0.8
Ananclal instrumsests nod recognized on the balance sheet

Guaraniees 23 a7 7 L& ] L] o0 0.0
Lean comeitmants 0.2 Me 18 &7 L% ol Lol
Forward starfing reverse iepurchase agrreseats 0.0 174 (L] 0% 186
Farward starfing secerities bonrwing agroemants 0.2 0.2
Total 158.2 6954 255 1092 280 1.4 12341
CHF bilion EIRFRL]

Eating category -1 =3 45 -4 513 defaulied Total
Balances with central banks. 73 1.2 i) 00 2BE
[Due fram basks 04 1460 ER £l 0.2 e1i] 232
Lears L) a5 1408 54 159 11 k.1
Cash collateral on securities bomowed and reverse repuschase agreements. 13 21549 8.2 a7 ES e1i] 3
Penitive: replacement walues 118 4005 534 174 25 ol ABEE
Cash collateral receivables on desiativn instuments: 10 258 EL] 45 o1 1] 413
Trading partfclio asets — debt instrements? 456 385 an 14 52 o 92
Financial investmenss aeailable-for-sale — debt instrements 433 90 ] ] 0.0 523
Cther finasdal isstuments a.1 58 El] 14 a7 0.3 195
Anancial instruments nod recognized an the balance sheet -
Guaraniees 0 95 3z 27 1.1 158
Lean commitments [1E ] ny 13.2 54 FA ol 2
Forward starfing reverse repurchase agreempats a1 261 1] 0 i
Farward staring secerities bonrwing agreements 05 05
Total 186.2 BE7.6 2208 125.7 M0 4 1.404.5

1 Rl oo the “UES Infermal mtng scale and mappirg of exizmal -z:ili-hlr'nﬂ.tnljlﬂqﬂ maragement” servion of this report for mere irkirmaion on aEng Gregaiies. 1 (Do ot incude Sebt
Irsruments held far unt inkes investmert coneaets and rassTen UL
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Mote 30 Pension and other post-employment benefit plans
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During the fourth quarter of 2012, UBS adopted revisions to
14519 Employee Benefits ("1A5 19R”) retrospectively in accor
dance with the transitional provisions set out in |25 198 and 1AS 8
Accounting Pofices, Changes in Accounting Estimates and Ermors.
145 19R introduces changes to the recognition, measurement,
presentation and disclosure of post-employment benefits. Refer

Income statement - pension and other post-employment benefit plans
CHF milfion
Mat periodic peasion cost for defined benefit plans
of which: sladed Fo maor pension plins?
o wiich; Suiss i
of which: lntamational ples
e wiich; rled Fo post-refirement medical and e inswance plans”
of wihich: sladed F remaining plins and offer cosfs!
Pension cost for defined contribesion plans
Total pendlon and other post-employment benefit plans®

to “Mote 1b Changes in accounting policies, comparability, and
other adjustments” for more information.

Thie following table provides information relating to persion
costs for defined benefit plans and defined contribution plans.
These costs are part of Parsoninel expenses.

311212 EARFR] 21210
22z} m 588
(118} 5 2
(138 453 457

LF] 1] &%
(102} 1 .|
E] &0 25
240 P=23 285
18 L£]] 834

1 Pefer 12 * Hote 303 Defined Beaedl peesion

for more nforration. 2 Reler oo Mok 30b Pos-setd e mesial and IFe imsuanoe plrs” for mone Ifomation, - Other costs indece diferenoes betweon

plans”
achal and estimaivd pedormance asad aoovals and net acoued persion asts rened o esudwing. @ Rete te “Hote 300 Defiaed conitiation plas® for more nlomation. 5 Refer 1o “Mote © Persooned

The following table provides information relating to amounts recognized in other comprehensive income for defined benefit plans.

Other comprehensive income - gains/ (losses) on pension and other post-employment benefit plans

CHF milfan N FAF EIRFRI] 3210
Whajor pension plase! 1,083 {21208 160

o which; Suiss plan 1Le9s (e 117

e which: lntemational plms 42 ] 42
Post-retvement medical and fife imurasce plass? (28] (1% 135
Remaizing plares (%) 0 [
GaingSlesses) recognized in other comprehensive income, before e 1,023 (2,141} 124
Tan Jepense) ! bes el relating o defined beselit lans moogrized i other comprete e income (413} b (b}
Galng ! {losses) recognized in other comprehensive income, after tax? L] {1.820% 120
Cusulative a=oent of gaire (letes) recognized in other comprehensiee income, before tax 15,547) 15,565} [4.424)
Cusulative tax ferpense)/ Besetit relating o defined Boselit plans recogeizesd is other compnebessive income T3 1,148 a2
Cumulative gaini | losses) recognined bn obher comprehensive Income, afer Lax? 14,808] 154150 [3,5%6)

1 Ffier o “Mone 302 Defined beaett pensian plans” for more infomation. = Refer 1o *Hoir 30b Fos-aetisement medical ard e inrance plns” for more (clomation. 1 Refter ot “S@iement of compreaeeses

Ioeme®, 4 Breber to the “Statement of changes in equy .

The following table provides information on UBS's Eabilities with

respect to pension and post-employment benefit plans. These are

recognized on the balance sheet within Cther Eabilities. All major plans are currently in 2 net deficit stuation.

Balance sheet = net defined benefit pension and past-employment |iability

CHE milfion 514212 AL 31200
Whjor pensicn piass! 1,108 2897 a31

o wihich: Suisr plan fig 1,941 184

o which: dntamatinnal plams 590 256 847
Pors-metrement =edical and fife insurance plass’ i34 g ]
Remaizing plares n i 17
Total net defined benefit pension and post-employment llability? 1,284 FRES 1,056
T Reler i "Ntz 200 Delkee] berelk penion fars: I=r mere ok b =Bk 305 Potoecieoner medkal arel e FusLiarce plass- for P Iroenation. 1 Refer o *Nots 12 O labdthe”.
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Mote 30 Pension and other post-employment benefit plans {(continued)

&) Defined benefit pension plans

UBS has established persion plans for its employees in varicus
locations. The major plans are located in Switzerlard, the UK, the
US and Germany Independent actuarial valuations for the plans
in these countries are performed as required.

The overall investment policy and strategy for UBS's defined
benefit pension plans & guided by the objective of achieving an
investrment return which, together with contributions, ensures
that there will be suffident assets to pay persion benefits as they
fall due while also mitigating the various risks of the plans. Far the
plans with assets (i.e. funded plans), the imestment strategies for
the plans are generally managed under local laws and regulations
in each jurisdiction. The actual asset allocation is determined by
current and expected ecomomic and market conditions and in
consideration of specific asset dass risk in the risk profile. Within
this framewark, UBS ensures that the fiduciaries consider how the
asset investment strategy comelates with the maturity profile of
the plan lizbilities and the respective potential impact on the
furvded status of the plans, including potential short term liquidity
requirements. Specific asset-liability matching strategies for each
pension plan are independently detarmined by the responsible
gowernance body in each country. The pension assets are investad
in a diversified portfolio of assets across geographic regions o
ensure diversified returns to the extent allowed wnder local pen-
sion |aws.

Swiss persion plan

The Swiss pension plan covers nearly all LBS employess in Swit-
zerland and excesds the minimum benefit requirements under
Swiss persion law. Contributions to the pension plan are paid by
the employees and the employer. The Swiss pension plan allows
employess a choice with regard to the level of annual contribu-
tions paid by the employee. Employee contributions are calou-
lated as a percentage of contributory salary and are deducted
monthly. The percentages deducted from salary depend on age
and vary between 1% and 13.5% of contributory base salary
and between 0% and 9% of contributory variable compensa-
ticn. Depending on the age of the employes, LBS pays a contri-
bution that ranges between 6.5% and 27.5% of contributory
base salary and between 3.6% and 9% of contributony variable
compensation for retirement credits. UBS also pays risk contribu-
ticrs which are used to finance benefits paid out in the event of
death ard disability, as well 25 to finance the old age and survi-
vors” bridging pensions. The benefits include retirement: benefits
and disability, death and surdvor pensions. The pension plan
provides a lifetime pension to members at the normal retirement
age of 62 for 2012. From 2013 onwards, the naormal retirement
age is 54. Members can draw retirement benefits early from the
age of 58. A portion of the benefit, up to the full amount under
certain conditions, can be taken as a lump sum payment at retire-
ment. The amount of pension payable is a result of the comver-

sion rate applied on the accumulzted balance of the individusl
plan participant’s pension account at the retirement date. The
accurmulated balancs on the pension account is based on the
employee and employer contributions that have been made to
the pension account of each individual plan participant, as well
a5 the interest acorued on the accumulated balance. The interest
rate accrued is defined annually by the Persion Foundation
Board. Althowgh the Swiss persion plan is a defined contribution
plan under Swiss pension law, it is accounted for as 2 defined
benefit plan under 145 158, primarily because of the need to
accrue interest on the pension accounts and the payment of
lifetime pensions. The Swiss persion plan is governed by the
Persion Foundation Board as required by the Swiss pension law.
The responsibilities of the Pension Foundation Board are defined
by Swiss pension law and by the plan rules. According to Swiss
pension law, a temporary limited underfunding s permitted.
However, the Pension Foundation Board is required to take the
recessary measures to ensure that full funding can be expected
to be restored within & period up to a maximwm of ten years.
Under Swiss parsion law, if the Swiss pension plan became sig-
nificantly urderfunded on @ Swiss pension law basis, additional
employer and employes contributions could be required. In thess
situations, the risk is shared between employer and employees,
and the employer is not legally obliged to cover more than 50%
of the additional contributions required. The Swiss pension plan
has a technical funding ratio under Swiss pension law of 123.4%
as of 31 December 2012 {as of 31 Decamber 2011: 117.3%), and
thus it is not expected that additional contributions will be re-
quired im the next year. The investrent sirategy of the Swiss plan
is in line with Swiss pension |aw, induding the rules and regula-
tions relating to diversification of plan assets. The Pension Foun-
dation Board strives for a medium- and lomg-term consistency
and sustainability between assets and liabilities. Under 145 198,
volatility arises in the Swiss pension plan net liability because the
fair value of the plan assefs is not directly comrelated to move-
ments in the value of the plan’s defined benefit cbligation in the
shiort-tarm.

Thers are angaoing discussions in the Swiss pariament on pos-
sible changes to Swiss pension law. The outcome of thess disous-
sions and the timing of any resulting changes are uncertain.

In the first quarter of 2012, LUBS announced certain changes to
its Swiss pension plan. The main changes were a reduction in con-
version rate on retirement and an increase of the normal retire-
ment age, which serve in part to offset the impact of the increased
life expectancy reflected in the defined benefit obligation due to
the adoption of the BWG 2010 generational table in 2011. This
plan amendment reduced the defined benefit obligation by CHF
730 million resulting in a gain in the first quarter of 2012 The
employer contributions expedted o be made to the Swiss pension
plan in 2013 are estimated to be CHF 480 million. The actuarial

a7
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Mote 30 Pension and other post-employment benefit plans {(continued)

assumptions used for the Swiss persion plan are based on the
local economic emvironment and are disdosed below:. Refer also
to Mote 1a) 24) for a description of the accounting policy for de-
fined benefit pension plans.

International pension plans
The imternational locaticns of UBS operate variows persion plans in
accordance with bocal regulations and practices. The locations with
significant defined benefit plans are the UK, the US and Germarny:
The remaining non-major plans are located mainly in Asia Padfic,
Europe and the Americas. As these other plans are not significant,
no further disclosure is given within this note. The amaourts shown
for the international plans reflact the net funded positions of the
significant international plans. UBSs general principle is to ensure
that the plans are appropriately funded wnder local pension regu-
lations in eadh country and this is the primary driver for determin-
ing when additional contributions are required. Similar to the
Swiss pension plan, volatility arises in the international pension
plans’ net liability because the fair value of the plan asssts are not
directly correlated to movernents in the value of the plans” defined
benefit obligation. The pension plans provide benefits in the event
of retirerment, death or disability. The level of benefits providad
depends on the specific rate of benefit acorual and the level of
employes compensation. The employer confributions expected to
be made to these pension plans in 2013 are estimated to be CHF
136 million. The funding policy for these plans is consistent with
local government reguilations and tax requirements. The actuarial
assurmptions used for the international plans are based on the local
economic ensinonment and are disclosed below.

Refer also to Mote 1a} 24} for a description of the accounting
policy for defined benefit pension plans.

LK

The UK plan is a career average revalued sarnings scheme; bene-
fits increase automatically based on UK price inflation. Normal
retirement age for the UK plan is 60. The plan is dosed to new
entrants, who instead can participate in a defimed contribution
arrangement. There is a UK Pension Trustee Board which is re-
quirad under local pension laws. The responsibility for governance
o the UK plan lies jointly with the Pension Trustes Board 2nd UBS.
The employer contributions to the pension fund are determinad
based on regular scheduled achuarial valuations. Thess achuarial
valuations are required to be conducted on assumptions deter-
mined by the Trustees and agreed by UBS. In the event of an un-
derfunding, UBS must agree a deficit recovery plan with the Pen-
sion Trustee Board within statutory deadlines. As the plan’s
obligation is to provide guaranteed lifetime pension benefits to
plan participants upon retirement, increases in life expectancy will
result in an increase in the plan's ksbilities. This is particularly sig-
nificant in the UK plan where inflationary increases result in high-
er sensifivity to changes in the life expectancy

Based on the plan rules and due to local pension legislation there

418

are caps on the level of inflaticnary increase applied to plan ben-
efits, The plan assets are invested in a diversified dass of assets
and a portion of the plan assets are invested in inflation-indaxed
lbonds, to provide a partial hedge against inflation. Iif inflation in-
creases, the plan obligation will likely increzse more significanthy
than any change in the fair value of plan assets; this would result
in an increass in the net pension plan Eability.

us

There are two distinct major pension plans in the US. Mormal re-
tirement age for the US plans is 65. The plans are dosed to new
entrants, who instead can participate in defined contribution
plans. Cne plan is a contribution-based plan where each partici-
pant accrues a percentage of salary in a pension account. The
ppensicn account is credited annually with interest based on a rate
which is linked to the yield on a US government bond. On retire-
ment, the plan participant can elect to receive the retirement
benefit as a lump sum or a lifetime pensicn. The other plan pro-
vides a lifetime pension which is based on the career average
earnings of each individual plan participant. There are pension
plan fiduciaries for both of the major pension plans as required
under local state pension laws. The fidudaries, jointly with UBS,
are responsble for the governance of the plans. Actuarizl valua-
tions are regulardy completed for the plans and UBS has histori-
cally elected to make contributions to the plans to at least main-
tain a funded ratioc of 80% as wvalued under local pension
regulations. The annual employer contributions are equal to the
present value of benefits acorued each year plus a rolling amorti-
zation of any prior underfunding. i the employer contributes
mare than the minimum or the plan has assets exceeding the
lizbilities, the excess can be used to offset minimum funding
requirements.

Germany

There are two different persion plans in Germany and both are
contribution-based plans. Mormal retirement age for the German
plans is 65. The major pensian plan is funded entirely by LUBS,
and the contribution is based on the salary of the employes. On
an annual basis the accumulated account balance of the plan
participant is credited with guaranteed interest at a rate of 5%.
The other plan & a deferred compensation plan. The deferrad
compensation plan has a guarantesd interest rate of 4% on con-
tributions paid after 2009. The German plans are regulated un-
der German pension law under which the responsibility to pay
pension benefits when they are due is entirely the responsibility
of UBS.

The following table provides an analysis of the movement in
the net asset/{iability} recognized on the balance sheet for de-
fined benefit pension plans between the beginning to the end of
the year, as well as an analysis of amounts recognized in net prof-
it and in ather comprehensive income.
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Mote 30 Pension and other post-employment benefit plans {(continued)

Defired benefit pansion plans
CHF milfon Ewizs ntesnatio=al
For t&r year ended ¥.12.12 nan 111290 Hariz ESRFR]] Az
Defined benefit obligation at e beginsing of the year 12,555 20,872 20,684 4414 4053 4,353
Cursent serdicn st in 435 407 11 n 41
Imterest expesse 482 557 643 mn 0 n?
Man parficipant contributions 208 Fall mr L] ] 1]
Femezsuement of defned benesit obligation 29 1,452 1459 ] i) 141
of whick: setemial fains flazsms svising fiom changer in domographic smumptons ] 38 {423 {27 & »
o wiichy scumcial fains]iasses aviting fom changes in finsncial assumgtions 201 614 85 260 29 a5
cefwiich: espenionce (pains) lemser 9 /] (253 17 4 18
Pant service cost nelated %o plan amendments {730 1] i} o o o
{irtail=pete {54) 1] L] L] ] o
Benefit payments (1,13%) {585) (1,252) |184) (145p 148
Termination besafits 431 1" 45 L] ] o
Farsign cemency translation o ] 0 20 3 (573)
Defimed benefit obligation at the end of the year 2,901 2,558 0,873 4,773 4414 4053
off witich: amounts ouing 8o actie manbers o602 1.2 259 11418 FaE] 44 a2
off witich: smounfs ouing do defamad membare o /] [ 278 2188 1,986
off witich: amounfs ouing 8o refires 11,253 16288 2455 1882 1,582 1,275
Fairvalue o plan azses at the begisning of the pear WE4 0ES ;I 3,450 3406 3517
Batuen on plan azsets escluding amounts isduded in intenest income 1,124 13590 266 G (S0 184
Imterest income 460 SA2 650 167 180 198
Ermployer ibutions — escleding ination benefils. 485 485 510 24 i) | B
Employer coztributions — sermination barefits 431 1" 45 L] ] o
Pan paricipant contributions 205 21 -] o Li] o
Earafit paymasts (1.138) {0EE5) (1,252 (184} (145} (148}
hdmisi ; tames and premiume paid {11 i {12 (%} £l 1]
Famign cumency transhtion o (1] 1] F- 3 LI} 427h
Fair value of plan aszets at the end of the year I1,Mm3 A4 20,680 37a3 2458 3406
Net defined beneflt asset ((liability) (118) (1,941) {184) ) (56} (B47)
Movement in the net asset/(liability) recognized on the balance sheet
Wit a3t Rty recogutzed on the balance sheel &t the bagineg
af the year (1,941) 1184 (e ] (55} (647} (B35}
Me2 pericdic pension cost 198 1453 1457 (&2} (66 [B5)
A gnived in cther compeehensive inmme 1.,08% (18110 17 (42} (304 42
Employer contributions — eschuding termization benefils 485 435 510 4 M B
Employer contributions — sermination besefis 43 11 45 -] L] i)
fanign umency S2nsation o a a 5 15 145
et amset/{liahility) recogatzed on the balance sheet at the end of the year {118y (1,541 {184) ) [556] B47h
Funded and unfunded plans
Defired besedis ohigation from fusded plass 1,501 1555 A7 44Tk 4174 3B13
Cefired benedis obhligation from unfunded plans o 1] 1] kool ] 140 0
Plan assets 1,73 HE14 20,590 37an 2458 3406
Sarplus. (dehicit} e (e (184 {990) (556) 647}

1 3002, UES rewlsnd B dar cabolaiing et sevsice oo fof certain mercbess of The Swiss persion plan io conkier s oot iy the Il t fened o or withd
mhﬂtﬁndhmhmmﬁm“mmlnamﬂﬁuhhﬁmm&mm Tak amount ks otbset by ot remezLne

ek caarges rekeing to danges in finandal amemplios.
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Defined benefit panson plans (cantinsed)
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Analysis of ameants recogatzed in net profit

CHE million iz htenatieal

For e year ended A2 AN IZW mMAriz | HIL1 3LILiD
Cument service ast am 435 an? [T] n a
lessk exzesze related %o defined Senelit ckigation a8 557 642 pA1 210 m
lesest iscome iedated In slan aects (480 {563 550 [1&7) (180 (120
Ad=isistration expenses, s asd pemims pad " 1 12 5 3 5
Past soryie coat relsted &0 plan amendments (7m) a 0 0 ] 0
Curtail=est ) ] 0 0 ] 0
Tenminzsan ke=pl % a 11 25 0 ] 0
Met periodic pension cost [158) 452 457 2 [T i5
Amalysds of gains {losses) recognized In other comprehesshve Income

£HF milian iz nleralina

For the year ended MAZIZ MAZN A2 mMA2az NI 3L
Femesswement of defined benefit abligation 129 [1.45%) [145) [x58) (2604 (141}
Seturn en plan azsels excluding a=auntz isduded in interest iscme 1,124 {359 265 218 504 184
Total gains. (losses) recognized In olher comprehensive income 1,088 A1) 1 [43) {305 2

The following table provides information on the weighted average duration of the defined benefit pension cbligations and the distri-

bution of the timing of benefit payments.

FIKTRE
Duration of the defined benefit chligation 157
Maturity snalysis of beneflts expected to be paid

Benefits expected & be paid wiskin 12 menths 1,006
Benefitz expected & be paid between 1 b 3 yean 2,081
Benefitz expected & be paid Between 1 bo 6 yeas: 3,022
Banefits expected fo be paid between & b 11 years 5527
Sanefits expected fo be paid between 1110 16 years 5,703
Eanefits expected fo be paid in =ore san 16 yean 0,028

1 Far Imtesational plan S daision b 2 weightod aweiage daation
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Ewiss
aazn
158

1,014
1035
3136
5819
6117
19,597

3020
15.1

1007
1052
31146
5,430
5619
20,563

Imtersational’

M.a212 IAEN 31200
182 181 181

150 153 153

il 10 Eri]

32 ] ) ]
1,157 1,110 1,20
14T 1410 1607
9,784 9625 8748
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Mote 30 Pension and other post-employment benefit plans {(continued)

The following tables show the prindpal actuarnial assumpions used in calculating the defined benefit obligations.

Ewizz Imen=ational’
31242 EYRFRL] 310280 LARFRF EARFR]] 311210
Principal actuarial assumptions used (%)
Azsumptions ued to determine defined benefit obligations at the end of the year
Discount cate 18 23 24 43 48 54
Rate of salary increase 25 25 25 4.1 41 45
Rate of pension inowase o i) 0.3 21 FA | 13
Rate of intenest credit on retinement savisgs. 21 25 3.0
1 Far ths Imemiasional plane the acaril BEImpaons e weghies Jemage asmption
Mortality tables and life expectancies for major plans
Life expeciancy at age 65 for a male member asently
aged 65 aged 43
Ciountry Martality table .12.42 EYRFRL] YRR MAL12 EiRFR] 301210
Switzedand BVG 2000 & 21.2 FiR| 179 130 s 178
L STHA_L 8 2010 G, with projectione 4.5 432 10 7.5 na 259
Gemarny Dx. I Membeck 20056 19.8 - 15.3 3 Fod | 210
s PR mandated mertality table per IRC 1.430(h)(3} 19.2 1 150 152 121 190
Life epectancy ot age 65 for 2 female membes corvently
aged 65 aged 45
Country Mortality table EiRFAFS aaan 31210 M.Ari2 ELRFRI] EiIRER]
Switzerland BVG 2000 &1 237 2356 210 4 53 210
L SIMA_L 68 2010 G, with projectiore® 258 FL1S M7 1749 A 256
Gesrrarny Dr. . Mebeck 20056 237 235 B4 ] %1 260
s PR mandated mertality takle per IRC 1.420(h)(3} 21.0 10 0.9 .0 2.0 2058
11 30 the maaria ey tabke E¥G 20015 was esed; 1 maortality mbles are upéaied sy Svepms. 2 In 2010 she mortality table A, 3000 G, mediam cohort wit adjustren mas sl
£
421 4
£
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Mote 30 Pension and other post-employment benefit plans {(continued)

The following table presents a sensitivity analysis for each significant actuarial assumgption showing how the defined benefit obligation
would have been affected by changes im the relevant actuarial assumption that were reasonably possible at the balance sheet date.
This sensitivity analysis applies to the defined benefit obligation only and not to the net defined benefit pension liability in its entirety,
the measurement of which & driven by 2 number of factors induding, in addition to the assumptions below, the fair value of plan
assets.

Sensitivity analysis of significant actuarial ssswmptions’
Swizs plan: Intemarional plass:

incosse S [decreass) ncrese (Coreas]
n defined bempft iz defined benefit
chiigation ckligation
CMF millios 31212 M.A212
Discownt rate
Increase by 50 basis points {1,43%) [410)
Diecreane by 50 basis poists 1,639 470
Rate of salary increase
Inceease by 50 basis points 162 2
Decrease by 50 basis points {15%) (2}
Rate of pension increass
Increase by 50 basis points 1,118 358
Diecreane by 50 basis poists ot (281}
Rate of interest credit on retirement savings
Inceease by 50 basis points. 4
Decrease by 50 basis points {20
Life expectancy
Increase is longesity by one additional year E13 125

senivty aralyses 2 kees mEuITpdo whie il ot JEERETion metodaingy coresieTt
mﬂlt-im-r-::im;i:id.-lll':'.y. :nﬂ-uﬂdmmunsu‘m uurhmz,:-_uﬂunphmuu‘a;iﬁi e
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Mote 30 Pension and other post-employment benefit plans {(continued)

The following table provides information on the compesition and fair value of plan asets of the Swiss pension plan and the interma-
tional persion plans.
Compasition and fair value of plan asets

Swizs Plan
.2 ERFR ] ELRFAL]
Planasset I Plan asset
Falr value allocation % Fair walee allocation % Far walue alloction %
Guated In Ceated in Cueted in
an active: an active an aclive
CHF milfon mariked Other Todal =arket Other market Onker
Cash and cash squivalents 502 0 602 ] 436 0 | 122 o 1
Real estate/ propery
Domemsic ] 1377 LIy n 1} 132 11 L] LG mn
T s
Equity
Domestic 547 0 597 3 477 L1} 2 412 i ] 2
Farign 5210 a4 6014 m 4423 B4 . 4Mm TEa n
Bonds'
Domesic, AAA to BRE- 3492 0 3,492 18 2542 0 12 1019 o 5
Domessic, below BEE- o 0 1] 1] 1] L1} Li] Li] i ] o
Fanzign, AJA to BRB- T.060 0 060 n 8,385 (1] 41 10,187 o 45
Foreign, below BBE— 15 0 615 3 1] L1} Li] Li] i} o
Bl pztaln
Foreign o 138 138 1 123 158 1 14 134 1
Other k] 259 51 4 649 4 4 521 EAE] 4
Orther Imvestments. L] 16 16 1] 1] 20 1] L] 20 o
Total 18,169 3614 I,7E3 100 17,047 1,567 L] 17,208 3405 100
M. naan EIRFA ]
Total fair valwe of plan assets 21,73 20614 20,650
ofwhich:
LIRS dedt instrements and bask socounts
ar LS &1 5rE Ft
LBS shares 2 il F.1
Froperty Gezupied by UBS 158 157 153
cousiemandy RS ar Fol Fal
il'uf:.n:ﬁm@-l’? smndad and m::mm:r:;m mlz-.'wt Investment giade and nat-rvesiTent giade mings, rspivel (T @es whee osd
§
473 4
£
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Mote 30 Pension and other post-employment benefit plans {(continued)

Composition and fair value of plan assets (continused)

Imternational Plans

M.iza2 E1RFR)] 210
Welghted Wrighted Weighied
average Farage aerTage
plan asset plan ant plan amet
Falr value allocation % Fair walea allocation % Fair value allocasion %
Quated In Ceoted in Cuated in
an active: an active an aclive
CHF milfon miarked Chver Tedal market Other market rkar
Cash and cash equivalents 48 0 45 X a L] 2 n ] 1
Bomds’
Domesfic, AAA fo BEE- 121 0 121 X 118 L] ] 126 ] 4
Domestic, below BEE- 121 0 121 k] 118 3 n o 2
Fonzign, A& bo BEB- 19 ] 1% 1 17 [1] 1 T ] i)
Fareign, below BRE- 13 0 i¥ 1 21 Li] 1 14 ] o
Private equity ] 0 ] o (1] [1] L] L] 3 i)
Investment funds
E_'l]' .............................................................................................................................................................
Domessic 624 4 LF 18 543 3 16 08 3 P4l
Forsign L ] pF 0 3 ™ [1] 22 2 Li] M
Bonds’
Domerstic, ARA fo BRE- 1,082 0 1,082 29 1,152 L] 1 G4 ] n
Domestic, below BEE- 19 0 1% & 2 Li] F] 58 o 2
Fonzign, A4 bo BEB- 128 0 12% X il [1] [ 140 ] 4
Fareign, below BEE— 132 0 132 1 5 Li] F] 59 ] 3
Beal extaln
Domessic o 45 95 k] 1] 93 3 L] 52 3
Forsign (] 0 ] o 1] [1] L] L] Li] i)
Other 61 163 123 ] Ell 162 ] 34 215 7
s ey T I e R FRE TR PR P i o
Other westments i T i e T o gl o W [} 0
Total 3503 b 3M3 10 3,185 FiE] 800 1,079 nr 100
Total fadr valee of plan assets 33 3458 3,045
A An I
i et sy e o, e ot i i b St & e ol g ey n s e it

b Post-retirement medical and life insurance plans

In the US and the UK, UBS offers retiree medical benefits that
contribute to the health care coverage of certain employees and
their beneficiaries after retirement. The UK medical plan is dosad
to new entrants. In the US, in addition to retiree medical benefits,
UES also provides retires life insurance benefits to certain em-
ployees. The post-retirement medical benefits i the UK and the
US cover all types of medical expenses including, but not limited
to, cost of doctor visits, hospitalization, surgery and pharmaceu-
ticals. The retirees contribute o the oost of the post-retirerment

miedical benefits. These plans are not pre-funded plans; cost are
incurred as amownts are paid.

In the second quarter of 2012, UBS announced changes to the
retiree medical and life insurance benefit plans in the LS. This
change reduced the defined benefit obligation by CHF 116 milkion
with a corresponding gain recognized in the income statement.

The employer contributions expected o be made o the post-
retirement medical and life insurance plars in 2013 are estimated
at CHF 7 million.
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Mote 30 Pension and other post-employment benefit plans {(continued)
Pension and other post-employment benefit plans

The following table provides an analysis of the net asset/liability) recognized on the balance sheet for post-retirement medical and lif=
insurance plars betwesn the beginning to the end of the year, as well a5 an analysis of amownts recognized in net profit and in other
comprehensive income.

Post-retirement medical and life insurance plans

CHF millian
Far e year ended 3212 EXRFR]] 3.12.10
[Defined benefit cbligation at e beginsing of the year ns il 186
Cument service st ] ] L]
Inipsest pxpesse ] n 1
Man parficipant contributions 3 2 2
Remeasurement of defined benefit obfigation F: ] 15 k]
o wiich: sctwasial (ains)lorser asning fom changer in demographic sumphions [ o &
of witich: actwadal (aies)iosses adning fom changes in fnancal smunptions 14 12 21
o wiich; espenience fains]Tomes ] o &
Pt sprvice cost related fo plan amendments = ) [1]
Curtail=ess [10E) (13} 1]
Berwefit payrents’ L] 1] (10
Fanzign cersency transiation (1} 1 (5
Defined benefit obligation at the end of the year 136 n o]
of witich: amounts owing 8o active mambers 27 122 T2
o witiohr amoums owng do defemed membars a o v}
of wihich: owwing 80 refires T 7 57
Fair value of plan assets at the end of the year L] ] o
Net defined benefit asset /(ability) [12) (1% | 205)
Analysis of amounts recogaized in net profit
Cument serdice st ] £l ]
Infprest expesse relafed S defined benefit ckligation ] n 1
Past service cost related fo plan amendments. (8] ] 1]
Curail=p=s [108) (13} 1]
Ret periodic cost (182} ¥ n
Analysis of gains /{lesses) recognized in other comprehensive income
Remeasurement of defined benefit obligation (28] (1% (3]
Total gains /({losses) recogaitzed in other comprehensive inoame (26} (1% (36)

| Bamelte: payments are farded by smployer coriibirson and plan panician? czeitbion.

The post-retirement benefit obligation is determined by using the The discount rate and the assumed average health care cost
assumed average health care cost trend rate. On a country-by-  trend rates are presented in the following table. The caloulation of
country basis, the same discount rate is used for the calculation of  the post-retirement benefit obligation also uses life expectancy
the post-retirernent benefit obligation from medical and life insur-  rates, as disclosed in “Mote 30a Defined benefit pension plans”
ance plans as for the defined benefit obligations arising from pen-  abowe.

sion plans.

Principal welghted aversge aclsarial assumplions used (%) 1
Assumptions wsed to determine defined benefit obligations at the end of the year

CHF milfion

Far e year ended a2 EARFR]] 1200
[Discousd cabe 41 5.0 55
furvrage healsh care cost rend rate — initial 14 79 &
Mvrage health cave cost trend e — ultimaie 50 50 50

1 The aasemphians for e eqpedancies are prosided sthin “Noe 303 Deflaed Deaelt peasn plm”.
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Mote 30 Pension and other post-employment benefit plans {(continued)

The following table presents a sensitivity analysis for each significant actuarial assumption showing how the defined benefit cbligation
wiould have been affectsd by changes in the relevant actuarial assumption that were reasonably possible at the balance sheet date.

Sensitivity anabysis of significant scluarial assumptions"

CHF milfion

[Discount rate
Increase by 50 basds points
[Decrean by 50 basis points

Anerage health care oost frend rate
Increase by 100 basis poinks

Deneane by #00 basis peints

Life expectancy

Increase in losgevity by one additiosal year

Imscrease f[decrease) in
diefified benefit obiligatica
31.12.42

L]
9

12
(1)

1 Thee sereithviy analyses are bmed ona change n “nI:'th-i:m al | othet EERITPHONS DIRSGNT, 50 TN Imed ez erdences boteeen the awEmztion: a0 exdeded, The mehotoigy applied b consinem

0 that Lsed 0 detormring the reagnzed o retiement

) Defined con tribution plans

UBS aso sponsors & numiber of defined confribution plans in its
international locations. The locations with significant defined con-
tribution plans are the UK and the US. Certain plans permit em-
ployess to make contribautions and earn matching or other confri-

i) Related party disclosurne

UBS is the principal bank for the pension fund of UBS in Switzer-
land. I this function, UBS is engaged to exscute most of the
pension fund'’s banking activities. These activities can include, but
are not limited to, frading and securities lending and bomowing.
All transactions have been executed under arm’s length condi-
tions. The international UBS persion funds do not have a similar
banking relationship with UBS.

In 2008, UBS scld certain bank-occupied properties to the
Swiss pension fund. Simultameously, UBS and the Swiss pension
fund entered into lease-back arrangements for some of the

Related party discesure

CHE milfion
Received by U85
Fees

Paid by bIS
art

hleest

lbutions from UBS. The employer contributions to these plans are
recognized as an expense which, for the years ended 31 December
2012, 31 Decernber 2011 and 31 December 2010, amounted fo
CHF 240 million, CHF 254 million and CHF 246 million, respectively:

properties with 25-year lease terms and two renewal cptions for
ten years each. During 2009, UBS rensgotisted one of the lease
contracts which reduced UBSs remizining lease commitment. As
of 31 Decernber 2012, the minimum commitment towards the
Swiss persion fund under the related leases is approximately
CHF 11 million {31 December 2011: CHF 16 million).

The following amounts have been received or paid by UBS
from and to the pension funds in respect of these banking activi-
ties and arrangements:

Fer e year ended

Az Harn 34210

£ M4 21
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Mote 30 Pension and other post-employment benefit plans {(continued)
The transaction volumes in LBS shares and other UBS securities are as follows:

Transsction volumes - related parties

For e year ended

311212 EINFR]] 312,10
Financial instruments bought by pension funds
L85 shares {in thowsands of shanes) 2,508 rm 2584
UBS debt instouments {par valees in CHF million] (L] 7 a0
Anancial instruments sold by pension funds ar matured
LUBS shares {in thowsands of shanes) 3845 2374 4,735
UBS dobt irstouments {par valees in COHF milion) &1 L3 L]

Dietails of the fair value of the plan assets of the defined pen-  lion as of 31 December 2012 (31 December 2011: 17,628,845
sion plans are disclosed in “Note 30a Defined benefit persion  UBS shares with a fair value of CHF 196 million; 31 December
plars”_ In addition, UBS defined contribution pension funds 2010: 17,665,621 UBS shares with a fair value of CHF 272 mil-
held 16,690,174 UBS shares with a fair value of CHF 240 mil-  lion).
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Mote 31 Equity partidpation and other compensation plans
a) Plans offered

UBS operates several equity participation and other compansation
plans to align the interests of executives, managers and staff with
the interests of sharsholders. Some plans {e.g. Equity Plus and
ECF) are granted to eligible employess in approdmately 50 coun-
tries and are designed to meet the legal, tax and regulatory re-
quirements of each country in which they are offered. Certain
plans are used in specific countries, business areas {e.g. awards
granted within Wealth Management Americas), or are offered to
members of the Group Executive Board (SEB) only. LUBS operates
compercation plans on 2 mandatory, discretionary and woluntary
basis. The explanations below provide a general description of the
terms of the maost significant plans which relate o the perfor-
mance year 2012 {granted in 2013} and thaoss from prior years
that are partly expensad in 2012 Refer o Mote 1a) 25) for a de
scription of the accounting policy related to equity partidpation
and other compensation plans.

Mandstory share-based compansation plars

Equity Cwnership Plan (EOPk Selected employees receive a por-
tion of their annual performance-related compensation above a
certain threshold in the form of an EOP award of UBS shares,
notional shares or UBS performance shares (i.e. notional shares
which are subject to performance conditions). Since 2011 far the
performance year 2010), performance shares have been grantad
to EOP partidpants who are risk-takers, Group Managing Direc-
tors or employees whose incentive exceeds a certain threshold. In
respect of an award granted in 2011 and 2012, these perfor-
mance shares will only vest in full if cartasin performance targets
are met, ie. if the participant’s business division is profitable (for
Corporate Center participants. the Group as 2 whole needs to be
profitable) in the financial year preceding the relevant vesting
date. Adjustments to reported profitability may be made based on
considerations relating to risk, guality and reliability of earnings,
a5 well as achisvement of specific targets. For performance shares
granted in respect of the performance year 2012, the perfor-
mance conditions are based on the Group return on tangible
equity and the divisional return on attributed equity. Replacement
awards (including sign-on payments) can be offered in deferred
cash under the EOP plan rules.

Swvards of UBS shares allow for voting and dividend rights dur-
ing the vesting period, whereas noticnal and performance shares
represent a promize to receive UBS shares at vesting and do not
allow for woting rights or dividends during the vesting period.
Awards granted in the form of UBS shares, notional shares and
performance shares are settled by delivering UBS shares at vest-
ing. except in countries where this is not permitted for legal rea-
sons. EOP awards granted until 2012 generally vest in three equal
increments over a three-year vesting pericd and awards granted
since March 2013 generally west in equal increments in years two
and three. The awards are generally forfeitable upon, among
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other circumstances, voluntary termination of employment with
UBS. Compensation expense is recognized in the performance
year if the employes meets the retirement eligibility reguirements
at the date of grant. Ctherwize, compersation expense is recog-
nized from the grant date to the earbier of the vesting date o the
retirement eligibility date of the employes, on a tiered basis.

Semior Executive Equity Cwnership Plan (SEEQP): GEE members
receive @ portion of their mandatory deferral in UBS shares or
notional shares, which vest in one-fifth increments over a five-
year vesting pericd and are forfeitable if certain conditions are not
met. Awvards granted since 2011 are subject to the same perfor-
mamce conditions as performance shares granted under the ECR
i.e they will only west in full if the participant’s business division =
profitable {for Corporate Center participants, the Group as a
whole must be profitable) in the financial year preceding sched-
uled vesting. Awards granted under SEEQP are settled by deliver-
ing UES shares at vesting. Compensation expense is recognized
on the same batis as for sharesettled EOP awards. Mo SEEOP
awards are granted for the performance year 2012.

Incentive Performance Plan (IPPE In 2010, GEB members and
certain other senior employees received part of their annual in-
centive in the form of performance shares granted under the IP?
Each performance share granted & a contingent right to receive
between ore and three UBS shares at vesting, depending on the
achievernent of share price targets. The IPP awards vest after five
years in 2015 and are subject to continued employment with UBS.
Compersation expense is recognized on a tiered basis from the
grant date to the earliest of the vesting date or the retirement ali-
gibility date of the employes. IPP was a one-time plan granted in
2010 only.

Performance Equity Plan {PEP): From 2010 to 2012, GEB mem-
bers received part of their annual incentive in the form of perfor-
mance shares granted under the PEP Each performance share is a
contingent right to receive bebween zero and two UBS shares at
vesting, depending on the achievement of Ecomomic Profit (EF) and
Total Sharsholder Return (TSR} targeis. PEP awards vest after three
years. EP is a risk-adjusted profit measure that takes into account
the cost of risk capital. TSR measures the total return to UBS share-
fholders {in the form of share price appreciation and dividends) ==
compared to the constituents of a banking index. Vesting is subject
1o continued employment with UBS. Compensation experss is rec-
ognized on a tiered basis from the grant date to the earliest of the
vesting date or the retirement elgibility date of the emgloyes. Mo
PEP awards are granted for the performance year 2012,

2012 Spedal Plan Award Program for the Investment Bank
(SPAF): In April 2012, certain Managing Directors and Group
Managing Directors of the Investment Bank were granted an
award of UBS shares which will vest three years after gramt. West-
ing is subject to performance conditions, continued employment
with the firm and certain other conditions. The vesting of Spedal
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Mote 31 Equity partidpation and other compensation plans {(continued)

Plam awards is subject to perfformance conditions based on the
level of reduction in risk-weighted assets achieved and the aver-
=age return on risk-weighted assets in the Investment Bank for
2012, 2013 and 2014, Compensation expense is recognized from
the grant date to the earlier of the vesting date or the retirement

eligibdlity date of the employee.

handatory deferred cash compereation plans
Global Ass=t Management Equity Cwnership Plan: To align their
compercation with the performance of the funds that they man-
age, with effect from 2012, all Global Asset Management em-
ployess who receive EOP awards do so in the form of deferred
cash, the amount of which depends on the value of the relevant
underlying Global Asset Management funds at the time of vest-
ing. In prior years certain Global Asset Management employees
received EOP awards in a combination of shares and deferred
cash, the amount of which depends on the value of the underly-
ing Global Asset Management funds at the time of vesting.

Conditional Variable Compensation Plan {CWCF): In 2003, cer
tain employess received part of their incentive in the form of a
mandatory deferred cash award that vests in increments over a
threa-yaar vesting period subject to performance conditions. The
award consists of & contingent right to receive cash payments at
vesting. The awards are forfeitable upon valuntary termination of
employment. Compensation expense is recognized over the indi-
vidual performance periods and accelerated o the retirement-eli-
gibality date for those employess whao are, or become, retirement
eligibde during the service period. OVCP was a one-time plan
granted in 2009. The last tranche of CWCF vested and was distrib-
uted in 2012

Cash Balance Plan {CBPk: From 2010 to 2012, Growp Executive
Board (GEE) members received part of their annual incentive in the
form of a mandatory deferred cash award. CBP awands are paid cut
in two equal installments during the two years following the year of
grant, subject to certain performance conditions. Awards granted
in 2011 and 2012 {for performance years 2010 and 2011, respec-
tively) are subject to a Group returm on equity performance condi-
tions, whereas awards grantad in 2010 {for performance year
2009} are subject to profitability hurdles. After 3 GEB member has
left the firm, the deferred portion of the CBP award continues fo be
at risk of forfeiture. Awards granted under the CBP from 2011 on-
wards are forfeited if 2 GEE member voluntarily terminates his or
her employment and joins ancther finandal senvices organization.
Compenszation expense & recognized in the performance year,
which is generally the financial year prior to the grant date. No CBP
awards are granted for the performance year 2012

Deferred Cash Plan (CPE In 2011, DCP awards were granted
to Irvestment Bank employees whose total compensation ex-
ceeded a certain threshold. DCP awards vest in one-thind incre-
ments over a three-year vesting period following the grant date.
The awards are forfeitable upon voluntary termination of employ-
ment. Compensation expenss is recognized ratably over the vest-

ing period. DCP was a one-time plan granted in 2011,

Long-Term Deferred Retention Senior Incertive Scheme
{LTDRSIS): Awards granted umder the LTDRSIS are granted to
employees in Australia only and represent a profit share amount
bbazad on the profitability of the Australian business. Aweards vest
and are paid in equal installments over three years and indude an
arrangement which allows for unpaid installments to be reduced
if the business has a loss during the calendar year preceding vest-
ing. The awands are generally forfeitable upon voluntary termina-
tion of employment with UBS. Compensation expense is recog-
nized in the performance year if the employee meets the
retirement eligibility reguirements at the date of the grant. Other-
wise, compensation expense is recognized ratably from the grant
date to the earlier of the vesting date or the retirement eligibility
date of the employes.

Deferrad Contingent Capital Plan (PCCP): The DCCP is a man-
datory performance award deferral plan for all employees whose
total compensation exceeds a certain threshold. Such employees
recaive part of their annual incentive in the form of noticnal bonds,
which are a right to receive a cash payment at westing. DCCP
awards vest in full five years from grant and are forfeited if the
phasa-in Basel Il Common Equity Tier 1 Ratio of the Group falls
below 7%, if FINMA determines that the DCCP awards need to be
written down to pravent the insohvency, bankruptey or failure of
UBS AG, or if UBS AG has received a commitment of extracrdinany
support from the public sector that is necessary to prevent such
msohency, bankruptcy or failure. Interest is paid annually for per-
formance years in which the firm generates an adjusted pre-tax
profit. In amy years during the westing period where UBS does not
achieve an adjusted pre-tax profit, GEE members wiould forfeit
20% of the award. The awards are subject to standard forfeiture
and harmful acts provisions, indueding veluntary termination of
employment with LUBS. Compensation expense is recognized in
the performance year if the employee meets the retirement eigi-
bility requiremenits at the date of grant. Otherwise, compensation
axpensa is recognized from the grant date to the earlier of the
westing date or the retirement eligibility date of the employes.

Wealth Maragement Americas finandal advisor compensation
Financial advisor compensation — cash payments consist primarily
of a formula-based compersation plan, which fluctuates in pro-
portion fo the level of business activity.

LBS also may enter into compensation arrangements with cer-
tain finandal advisors primarily as a recruitment incentive and to
incentivize finandial advisors to achieve specified revenue produc-
tion and other performance thresholds. The compensation is
earmed and paid to the employes during a period of continued
employment and may be forfeited under certain dircumstances. In
certain cases, UBS grants loans to financial advisors in connection
with these compensation arrangements.

GrowthPlus is a program for selected financial advisors whaoss
revenue production and length of senvice exceeds defined thresh-
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Mote 31 Equity partidpation and other compensation plans {(continued)

olds from 2010 throwgh 2017. Compensation arrangements were
granted in 2010 and 2011 with potential arrangements to be
granted in 2015 and 2018. The awards west ratably over seven
years from grant with the exception of the 2018 commitment,
which vests over five years.

PartnierPlus = a mandatory deferred cash compensation plan
for selected employees. Awards (UBS contributions) are based on
a predefined formula during the performance year. Participants
are also allowed to woluntarly contribute additional amounts
earned during the year, up to a percentage of LBSs contribution.
Aupvards earn an sbove-market rate of interest during the initial
four-year pericd and a market rate of interest thereafter. Violun-
tary contributions can eam an sbove-market rate of interest dur-
ing the initial fowr-year period and a market rate of interest there-
after, or alternatively be benchmarked to various mutual funds.
The awards vest in 20% increments six o ten years after the grant
date. Awards and interest earned on both UBS and volurtary con-
tributions are forfeitable under certain drcumstances. Compensa-
tion expense for awands is recognized in the performancs year if
the employes mests the retirernent eligibility requirements at the
date of grant. Otherwise, compensation expenses for awards are
recognized ratably commencing im the performance year to the
earkier of the vesting date or the retirement eligibility date of the
employes. Compensation expenses for woluntary contributicns
are recognized in the year of deferral.

Discrefionary share-based compensation plans

Key Emoloyee Stock Appreciation Rights Flan (KESAF) and Key
Employee Stack Option Plan (KESOF): Until 2008, key and high
potential employess were granted discretionary share-seftled
Stode Apprecation Rights (SARs) or UBS options with a strike
price not less than the fair market value of a UBS share on the
date the SAR ar option was granted. A SAR gives employees the
right to recsive a numbser of UBS shares equal to the value of any
appreciation in the market price of a UBS share between the grant
date and the exercise date. One option gives the right to acguire
one registered UBS share at the option’s sirike price. S4Rs and
options are setled by delivering UBS shares, except in countries
where this is not permitted for legal reasons. These awards are

generally forfeitable upon termination of employment with LBS.
Compensation expense is recognized on a tiered basis from the
grant date to the earier of the vesting date or the retiremant eli-
gibility date of the employee. Mo Options or SARs awards have
been grantad since 2000,

‘olurtary share-based compensation plans

Equity Plus Plan (Equity Plusk Equity Plus is a woluntary plan that
provides eligible employess with the coportunity to purchase UBS
shiares at market value and receive, at no additional cost, one free
notional LBS share for every three shares purchased, up to a max-
imum annual limit. Share purchases may be made annually from
the performance award and/or monthly through regular deduc-
tiors from salary. Shares purchased wunder Equity Plus are restrict-
ed from sale for a maximum of three years from the time of pur-
chase. Equity Plus awards vest after up to three years. Prior to
2010, instead of notional shares participants received two UBS
options for each share they purchased under this plan. The op-
tions had a strike price equal to the fair market walue of 2 UBS
share on the grant date, a two-year vesting pericd and generally
expired ten years from the grant date. The options are forfeitable
in certain drcumstances and are settled by delivering UBS shares,
except in countries where this is not permitted for legal reasans.
Compersation expense for the Equity Plus plan is recognized from
the grant date to the earliest of the vesting date or the retirement
ehigibility date of the employee.

Share delivery obligations

UBS satisfies share delivery obligations under its share-based plans
either by purchasing UBS shares in the market or through the is-
suance of new shares. As of 31 December Z01Z, UBS held
approvamately 74 million shares in treasury (31 December 2011:
appromately 77 million shares) and appromimately 145 million
{31 December 2011: 149 million shares) unissued shares (out of
150 millicn approved in 2006) in conditional share capital. These
treasury shares and unissued shares are available to satisfy the
exercising of options and SAR awards by employess. The shares
available cover all vested and in-the-money (i.e. exercisable) em-
ployes options and SARs.
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Mote 31 Equity partidpation and other compensation plans {(continued)
b) Effect on income statement

Effect on the income statement for the financial year and future  the income statements for 2012 and later. The deferred compen-
pericds sation expenses in the table also incdude vested and non-vested
The following table summarizes the compensation expenses rec-  awards grarted mainly in March 2013, which relate to the per-
ognized for the year ended 31 December 2012 and deferred  formance year 2012.

compensation expenses that will be recognized as an expense in

Personnel expenses - Recognized and deferred’

Peesonnel expenses for the year ended 2012 Persoane] expenses defesmd to 2013 and ke

rebati celatin i i
CHF milfon 2012 price years Total o2 prinr years Total
Performance awands
Cah performance awands 1411 (=5 1372 L] o 1]
Defermed Contisgent Capital Plas (DCCPY 145 (1] 145 £ o £
Defermed cash plares (CBP DCP and other cash plare) 5 142 154 L] a7 a7
Equity Ownerzhip Plan (EOPSEEQF) — LIRS shares 125 L] 1,120 k] 455 e
Performance Equity Plan (PEF) 1] 10 10 L] 4 4
Incentive Ferfomance Plan (P9} 1] &2 a2 L] a2 a2
Total UBS share plars 125 1,067 1,202 383 581 264
UBS share opsinn plans (KESAPY KESOM 1] 14 14 L] o 1]
Equity Ownership Plan (E0F) - Als ] &4 12 20 45 2]
Total performance ywands 1.724 1,278 3,000 T4 T4 1488
Variahle compensation
‘anizhle compereation — other 434 {57 WP ! T 555
Finazcial adviser compessation — cash paymests 1957 4] 1,957 L] ] o
‘Compenzatios commit=en bk and sdvanaes related
o recruited fnancial advisors L] L1 ] B34 587 2115 2702
GrowsiPles and other defersal plans ™ 12 13 34 G20 74
LBS share plars i T8 -] ] 216 o
\féealth Ml_m
Fnazdal advisor mmpessation’ 2087 78S 1873 06 2951 EL )
Total 4,235 2,008 8,240 1,574 3736 5710

Toral shane-texes personnel expenss reooghized for 2 year ended 31 December 301 3 CKF 1,584 milion and compuised of UES shase of C5F 1,361 million, U85 share: of CHF 14 mi-
In.q.qm:prh-mm‘|:||=1unh1.|ﬂ-.‘d.unlmmdmr;r'.muﬁmm;km-hmm-ufmdm Imnzﬁ'-ddﬂ-

hI::m!ﬂdh o compeniable reverues genesated by flnarcial aviiors and sspplemencal compensaion caiosaied based on flsancial advisor posucivr, fim
K

-II.nnmd :I'll W DATTE T COMTIITTTS A0S asvanes grameed o finandal advisars at the time of rec bmert, sAich 2 sabject to vesting reqaiTments AToutt:
refledes as delened aqunees thee madmum defened expeue a5 of e balance sheet daie 1 Iecies replacement ol CHF 103 million (of which CHF 34 milion refated to prier years), forfeltue
_:II:IIH‘-I-rrIu:II':‘-‘ '—1_.-!—11 PAFTENG and d'l:HFaﬂ"mmﬁﬂdb rapem ) and mieTtion plan ans oier payments of CHF 128 milion kol which
CHF 21 million relaed o prior years), & ruuq-uu'unn wiated 1o DCCE
431 4
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Mote 31 Equity partidpation and other compensation plans {(continued)

Personnel expentes - Recognized and deferred?

Peasonnel expenses for the year ended 2011

Persoane] expenses defosred to 2012 and ke

Expenses Exzamers _ .

rebating fo relafing fo Redatisg o Balating o

awards for awards for Fwards for awards for
CHF milfan 2011 prior years Total ot s years Tatal
Performance awands
Cash parformance swands 1,554 ) 1,468 0 o 1]
Defermed cach plares (CBE DCP and other cash plare) M o] 343 3 175 a2
Equity Ownership Plan (EOP/ SEEQF) — UBS shares L] 1,152 1,384 740 T 1,460
Perfor=ance Equity Plan (PEF) S 5 [} L] 4 14
ncentive Ferfomance Plan (199} o a7 a7 0 134 134
Total UBS share plane pE 1,256 1,450 750 58 1,608
LS share opsian plans | KESAPS KESOM) o 100 L] L] 15 1%
Equity Ownerzhip Plan (EOF) = Als 5 a3 118 2] 48 17
Total performance awards 1,847 1,665 3,518 ] 1,100 1922
Viariahle compensation
‘Varizhle compenzation — other Ft3 {104 1 132 111 M3
Finasdal advisor compessation — cash paymests 1,695 a 1,685 0 0 1]
o recruited i'n.::i -li'::s_’ related n 499 535 561 FREG] 26a2
GrowsPles and other deforsal plass @0 =] m nr i T
LS share plares m -] L] B Ml M7
‘fiealth Managespat Americe
Finandal advisor compensation’ 1,842 L] 1518 1004 2814 EYE ]
Tatal 3984 2,242 6,228 1,578 4028 £,003
1 Total share-tazad

o, Equty

pAm= mdunl:ih,ﬂ-mmm:fmnm-ﬂaﬁumm

for e year snded 31 Dacember 20171 were CHF | 729 milion and wese comprsed of (U85 share plare of CF 1,450 milbar, UBS shase option plns of CHF 100 mil

whhin compeation = other) of C5F &2 millon, In 2012, stz

 psto b g Tl cobed gt o o s v

1] Ina et
e e o

nadaied b e for rew bies wee = et 1o daiable
”'r-'uu-rlul'udl‘ruﬂ'ﬂt m“mwm-mm
Ircrazee o Madabla comzersion - RrisiTrance waks of C5F 175 millon for 55 year aded 3| Cecember 2001wtk 3
it eonsists of grid sased Zirerily oh CoMFEMahIE Reve LS

-ld.nﬂhthmrﬂd 0 COTRErEIion m'_—Bl'li mmmmm:ﬁ-ndmnuanru
represETt the masimem detsmed enpose 5 of the balinas sheet Sate 1 Includes replavement poymems of CHE 121 million, faretoe desks o CHF 215

st
e m-dd-mumam

Additional disclosures on income statement

During 2012, UBS accelerated the recognition of expenses for car-
tain deferred compensation arrangements relating to employess
that were made redundant as part of restructuring programs. Based
on the redundancy provisions of the plan rules, these employess
retain their deferred compensation awards, however, as the em-
ployess are not required to provide future senvice, compensation
experse relating to these awards was accelerated #o the termina-
tion date based on the shortened service period. The amounts ac-
celerated and recognized in 2012 were CHF 63 million relating to
share-based payment awards and CHF 13 million related to de-
femred cash awards. LUBS also shortened the senvice pericd for cer-

e
calowbared bamad mﬁ-ﬂdmmhn AL
n—umdmrm

tain employess in accordaroe with the mutually agreed termination
provisions of their deferred compensation awands. Expense recog-
niticn was aocelerated to the revised vesting date. The amounts
accelerated and recognized in 2012 were CHF 20 million relating o
share-based payment awards and CHF 2 milion relzted to deferred
cash awands. These amounts are induded in personnel expenses.

Additional disdosures on mandatory, discretionary and
volurtary share-based compensation plans (indudimg AlVs

granted under EOF)
The total share-based personnel expenses recognized for the
years ended 31 December 2012, 2011 and 2010 were CHF
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Mote 31 Equity partidpation and other compensation plans {(continued)

Personnel expentes - Recognized and deferred?

Personal eapenses for the year eaded 2010

Persanal expenses defersed 1o 201 1 and later

Expenses ] i i
relating i relafing i Rrdatizg to Falating o
awands for awards for Fwards for awards for

CHF milfon 2010 pricr yoars Tatal o i years Total
Performance awands
Cah performance swands 2,168 5 2173 (4 ] (1
Defermed cash plare (CBPE DCP and other cash plare) ] 250 314 136 mn =y
Equity Ownership Plan (EQOP/ SEEQF) — LIBS shares 434 852 1,288 1248 515 1,764
Perlormance Equity Mlan (PEF) & 5 Ll L] i 13
ncentive Ferfomance Plan (IFF) 1] 121 131 L a4 7
Total UBS share: plars 440 L] 1,428 1.2M T 2008
UBS share opsion plans (KESAPY KESOM) 1] 145 145 L] 114 114
Equity Ownership Plan (E0F) - Als ] t] m &7 7 124
Total performance awands 2,700 1471 4,11 1,584 1,220 1784
‘arishle compensation
‘Varishle compernation — other 210 {1850 141" 47 ] E
Finandal advisor compessation — cash paymests 1812 1] 1812 Li] ] 1]
‘Compensation commitmen b and sdvances relabed 5o recruibed
financial advisors o) 570 559 388 2,186 25714
GrowsiPles and other deforsal plans 127 25 M2 m g 523
LBS share plars 11 a2 -] 239 h 55
‘féealth Managespat Americe: Fisancal advisor compematios 1,980 a7 X EET (2] 2754 3452
Total 4,990 1,989 6,979 2,600 2974 €583
1 Tial shave-baksed peorsanned eperses reoogrims far fae -H:mnnnmn_un.mmnmmumhmuw1mmmd— plans of CHF 145
l'Im.Etp mhqﬂnﬂﬂnlﬂhrﬂimmmduﬂwmdhmmm m-uﬂqdmmrﬂh-mz,m

mmh-ﬂ-.nl = oeher 1o éxable compenstion = pefmTonce awards. [n adsidon, cods retred to both wpzlemenal seveanoe and oetaln eention
”'r-t:_rllﬂ'hdl‘mn'-it = perfommance awars to Varkkle = e, Friar _ﬂ.ﬂdh'ﬂnmmmﬂi-mﬂdﬂnwm-lm
InoeEs 10 suiabie COMm peraItion = pedmTon awards of CHF£9 mi ban dor the year 31 Dexpmiber 30110 with 2 comesponing et deqeass m Varlabie compensation = oifer. 1 Arancl adsium ompess
sation oonsists of grid-sased direcly 0N oRpEhiE reverLes caloabared boamed on finandal agwiser prodacstty, S o, sss

-ldrnﬂhl:hWrﬂ 0 COMpErEation m.ﬂmmmm—mm:ﬂ-ndmm-n?n
1he mandmum defened epoure as of the balmoe theet dafe. = Indues replacement pagmencs of CHF 107 millon, fordeture oedis of O4F 167

deeTed EvpersE repeerk
million and reiertion plan and other pagments of CHF 121 milion

1,584 million, CHF 1,789 million, and CHF 1,843 million,
respectively. This indudes the current pericd expense, amaor-
tization and related social security costs for awards issued in
prior periods and performance year expensing for awards
granted to retirement-eligible employess where the terms of
the awards do not require the employee to provide future ser-
vices.

The total compensation expenses for non-vested share-based
awards granted up to 31 December 2012 relating to price years
to be recognized in future pericds is CHF 1,108 million and will
be recognized as persomnel expenses over a weighted average
pericd of 2.4 years. This inchudes LBS share plans, UES share op-

el FEMmEnts Amaaris refiecied as
srweance pagments af CHF 30

tion plans, the Equity Ownership Plan (4Vs), other variable com-
pensation and the Equity Plus Mlan. Total deferred compensation
amounts included in the 2012 table differ from this amount 2=
the deferred compensation amounts ako indude non-vested
awards granted in March 20132 related to the performianios year
2012,

Actual payments to participants in cash-settled share-based
plans, induding amounts granted as AlVs issued under the EOP.
for the years ended 31 Decemnber 2012, 2011 and 2010 were CHF
141 millicn, CHF 93 milkon and CHF 79 million, respectively. The
total carrying amount of the kability related o these plans was
CHF 249 million at 31 December 2012.
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Financial information
Motes to the consolidated finandal statements

Mote 31 Equity partidpation and other compensation plans {(continued)
&) Maovemants during the year

UBS share and performance share awards
hbiovements in WBS share and notional share awards were as follows:

MBS share awards
Welghted ‘Weighted Weighisd
Humber of  sverage grast Humber of average gant Mumber of awerage geant
shares date fair shares dale fair shanes. date fair
2012 value (CHF) 201 walee (CHF) 00 walue (CHF)
Cutstanding, at the beginsing of the year 214, 858, 539 17 11,08%, 140 18 55, BRE AR n
Shares awarded durisg the year 120, 208,852 12 111,254,568 18 125,132 210 15
Diswibutions during the year {72,997 659) 17 (54,243 50) ki (39,669 saa) 42
Forfeited during the year {12,850, 200) 17 [13,197,509) 18 (11,267,108} 2
Cutstanding, at the end of the year 249,089,539 13 i 6o 529 17 171,085,140 13

oifwiiclh: shares vested for scooenting puvposes 61,555 485 50 154 298 47 568 286

The fair value of shares that became legally vested and were disiributed (ie. all restrictions were fulfilled) during the years ended
31 December 2012, 2011 and 2010 was CHF 1,216 million, CHF 380 million and CHF 421 million, respectively.

hdiovements in performance shares granted under the IPP are as follows:

Incentive Performance Plan
2012
Weighted average
prformance shares peromunceshares. o URS shares
2012 at grant date (CHEY' 2012*
Forfeitable, at the beginning of the pear 16,137, 488 -] 16,157 466
Amanded during the year [} L] 0
Diswributions during the year {7,153} -] (7.182)
Forfieited during the year (1,898, 45%) ] {1,058 453)
Increase/ docrease of LUBS shares to be deffeered upon vesting, based on conditions af the end of the year L HiA Nk
Farfeitable, at the end of the year 14231, 83 ] 14,251,819
o wiich: parfarmance shares veded v scoouniing pumoses LOEE 817 £ 9EE 91T
201
Forfeitable, at the beginning of the pear 18,157,242 2 18,157,242
Awarded durisg the year 21,848 2 31848
Disibutions during the year 0 ] 1]
Ferfeited during the year (2,051,624 2 (2051,624)
Inoease/ docrease of LUBS shares to be deffeered upon vesting, based on conditions at the end of the year HiA L0 L]
Farfeitable, at the end of the year 16,137 466 ki 16,137 466
o wiich: parfarmance shares veded v scoouviing pumeses & T27 g & TIT a8
20
Farfieitable, at the beginning of the year L o 1]
Awarded durisg the year 15,629,918 2 19629916
Distbutions during the year L] ] 1]
Forfeited during the year 11472674 i (1, 472674)
Inoease decrease of UBS shares to be deffeered upon vesting, based on conditions af the end of the year MiA i i
Ferfeitable, at the end of the year 18,157,242 2 18,157,242
off it perfarmance shares vested v scoouniing puspcses 4078, 548 4 073 56

1 'V b Iy aoca the rebevant pert conditbars, el se, a2 e range of posdlble cutrome.  © Basesd on condbiions edsting at the eiesart balance sheet dxie.
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Mote 31 Equity partidpation and other compensation plans {(continued)

Mcwements in performance shares granted under the PEP are as follows:

Performance Equity Plan
2012
Weighted average
Number of fj walwe of Representative
performance shares  performanoe chares of UBS shares
212t grant date (CHF) 012*
Forieitabile, at the beginning of e year 1,210,558 18 1,210,598
Amvardad during the year 845,580 12 845,500
[istrikutions during the year a 1] o
Forfeited during the year (230,974) 13 (230,979)
Increase | docnease of LBS shares to be deffeered upon vesting, based on conditions af the end of the year WA Hi& (BT, 516)
Farfeitable, at the end of e year 1,825,198 18 S48 501
o wiich: parfarmance shares veded v scoousiing pumeses 1, 1560, 836 587 828
2011
Farfaitahle, at the beginning of the year 518,837 16 Sim7
Amaeded durisg the year 754,530 15 754,530
Disbutions during the year 0 ] 1]
Farfited during the year (62, 769) 19 (62, Tes)
Inoease/ decreane of UBS shares o be dielt d upon westing, based on conditions &t the end of the year Ni'A A (732, 5y
Farfieitable, at the end of the year 1,210,598 L] 478,134
i}
Ferfieitable, at the beginning of the year Q (1] 1]
Awardad during the year 545,542 16 S48 547
Diswibutions during the year 0 ] 1]
Forfeited during the year | 26,805) ] [26,505)
Inomase ! demeame of UBS shares to be deffeered upon vesting, bassd on conditions &t the end of the year Mi& LY [251,638)
Foriitabile, at the end of the year 518,837 1] 267,201
o wiiclh: parfarmance shares vested i sooownting puspeses 221,638 114,145
1 'V b Iy aocoa the rebevant pert condiars, el se, 2 e range of posdlble cutromes. © Basesd on condbilions edsting at the eiesart balance sheet dxie.
LUBS option awards
hovements in option awards were as follows:
LS option awards
Humber of Wieighted Bumber of ‘teeighted Humber of ‘Weighted
ooz " hee (W Ton " it T poes (O
(Culstanding, at the Boginzing of the year 179,992,361 43 05,545,575 a2 278,623 AR 41
Granited during the year o o 0 0 0 [
Expecsnd dusing the year (952,180 mn 11,306, 764) 12 {80,854} 14
Farfeited during the year (1,288, 628) a4 (B10,084) 4 (5,814 586} 13
Expired enexercized {19,525,991) 4 (23,435 356) 42 (17,222,431} 54
(Culstanding, at the end of the year 158,090, 564 43 179,992,361 43 015,545, 575 2
Expocizable, at the end of the year 158, k0, 564 43 178,008 G4 43 155,302, 104 48
1 Some of the opthzas In this table have ewrose prices denaminafed n USD which have bean convened Into CHF at 7 yearend spof eschange rmie i the purposes of Tk taie.
The following table provides additional information about option exercises, grants and ntrinsic values:
For e year ended 31212 EARFR]] .10
‘Wiighied average same price of optioes exercised (CHF) 13 7 16 5
Intrirsic value of optines exercised during the: year (CHF million) 18 T5 a1
\ézighted average grant date fair value of options granted (CHF) WA L0 i E
435 4

383/465



EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

Financial information
Motes to the consolidated finandal statements

Mote 31 Equity partidpation and other compensation plans {(continued)
The following table provides additional information about options cutstanding and options exercisable as of 31 Decernber 2012:

Options cubstanding Oplions exmczable
Wt sage v Wighi g s
Nusber of average  mbmnsc vaue nemaining Humber of memge  inhinsicwlue nemamning
oplions esercise price (CHEISD  contractsal uptions  ewerise price (CHE/USD  costraciual
Range of esercise prices oulstanding  (CHESUSD) milios)  termiyeas)  eonciab [CHEUSD) milion}  ter fyears)
CHF Awards
10.211-1500 14,801 336 1138 438 8.1 14,801,335 11.38 418 a1
15.01-25.00 10,306,684 1875 an 63 0,206,584 1875 oo a3
25.01-35.00 24302041 3057 an 44 34,283 541 087 [+1i] 44
F501-45.00 8,768,140 4158 oo 20 8,768,140 41,58 oo 20
£5.01-55.00 16,679,007 E-E an 25 BETS.00T 4835 [+ 1] 25
5016500 4,582 852 LR ] oo 40 4, 580052 0.4 oo 40
E5.01-T5.00 48 335 565 &155 an az 48,23 GEE &7.59 [+1i] 17
10.21-75.00 137,085,595 438 157,865,995 438
USD Awiards.
17.88-25.00 N300 L] oo 02 5312210 12.51 on 02
X5.01-25.00 6,09, 582 EjN- an 14 6500 592 3169 [+ 1] 14
I5.01-40.00 5712635 nn oo 2 5TTLE3 nan on 2
40.01-45.56 2,330 088 4112 an 25 2,330,068 41.12 [+ 1] 25
17884596 20,224,569 0.0 20,224,589 00
LUBS SAR awards
hiovements in SAR awards were as follows:
MBS SARs awnards
Welghted Wrighaed Wieighied
Mumber of SARs  swerage exercise  Mumberof 5S4k awerage comcie  Wumberof SARS  awesage exerdse
2012 price (CHE) 2011 price (CHF) 2010 price [CHF)
Cutstanding, at the Beginsing of the year 55,021,238 12 58,015,041 12 &0,507.175 12
Granited during the yesr o o 0 0 0 [
Empecized dusing the year (14,217,629) 1 (44,323) 15 {960,334 12
Forfeited during the year (B4, 17 1 {2,545, 350) 1 (3721, 7000 11
Expired enexercisad 17,000,557) 1 (23,1200 L] {10, 1008 11
Dulstanding, at the end of the year 33,118,338 12 55,021,238 12 015,040 1
Empecizable, at the end of the year 13114338 12 4018532 L] 4005217 (]
The fallowing table provides additional information about SARs exerdses, grants and intrinsic values:
For te year ended LN FAF EIRFRI] Ei{RFR]]
Vérighted aerage share price of S&Rs exercised {CHF) i3 i i
Intrinsic value of SARs eserdsed during the year (CHF milion) 48 o L]
Vétighted average grant date fairvalue of S4Rs grassed (CHF) Wik Bk Wik
436
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Mote 31 Equity partidpation and other compensation plans {(continued)
The following table provides additional information about SARs outstanding as of 31 December 2012:

S4Rs cutstanding iRy emcEable
\Weighted ‘Wrighted aversge ‘Wrightied ‘Wirighted average

Humbar aFeerage Aggmgate semaizing Mumber Faerage Hggregate remanisg

of SARs. eeercise  inbimsicwalue  costactual tesm of S&Rs emcike  inissicvalue  conbractual s
Range of esercise prices culstasdisg  price(CHF)  {CHF million) fyears)  eommimbl  price(CHAL  (CHE milion} fyears)
CHF
9351250 21,704,385 1134 a7 6.2 31,704, 385 11.34 ar? a2
1251-15.00 32000 1451 oo [ 1] 32,000 14.51 oo 65
15.01-17.50 110,950 1A oo 64 110,550 16.80 =1 64
17.51=20.00 366,000 w1 an a7 365,000 19.25 oo &7
012000 S05,000 000 oo 6.2 905,000 40.00 (=1 &2
9.35-40.00 33,118,335 9.7 33,118,338 Lra)
) sl uation
LIBS share awards

LIBS measures compensation expense based on the average market
price of the UBS share on the grant date as quoted on the SIX Swiss
Exchange, taking into consideration post-vesting sake and hedge re-
strictions, non-vesting conditions and market conditions, where ap-
plicaizle. The fair value of the share awards subject to post-vesting
sale and hedge restrictions is discounted based upon the duration of
the post-vesting restriction and is referenced to the cost of purchas-
ing an at-tha-money European put option for the term of the trans-
fer restriction. The weighted average discount for share and perfor-
mance share awards granted during 2012 is approximately 15.4%
{2011: 12.9%) of the market price of the UBS share. The grant date
fair vahue of notional LWBS shares without dividend entitlements also
includes a deduction for the present value of future axpected divi-
dends to be paid between the grant date and distributice.

UBS options and S4Rs awards
Sinca 2010, the fair vakues of options and SARs have been deter-
mined wsing a standard dosed-formula option valuation madal. The

axpacted term of each instrument i calculated based on historical
employee exercise behavior patterns, taking mto account the share
price, strike price, westing period and the contractual life of the in-
strument. The term structure of wolatility is derived from tha imphed
wolatiities of traded UBS options in combination with the observed
long-term historical share price volatility. Expected future dividends
are derived from traded UBS options or from the historical dividend
pattern. Mo options or $ARs have been granted since 2009.

Incentive Performance Plan (IP?) and Performance Equity Plan (PEF)
For performance share awards granted in 2012, 2011 and 2010,
UBS obtained independent third-party valuations based on the
market conditions at the date of grant. The valuation methodal-
ogy applied was a Monte Carlo simulation. The approach to de-
termining input parameters and valuing the post-vesting trarsfer
resfriction is im line with that used for options. The fair value of IPF
units granted in 2010 and PEP units granted in 2012, 2011 and
2010 was determined using the following assumptions:

314212 AN .12.10
PEP CHF swards  PEP CHF awards  PEP CHF awards
Expected sczal shaseholder retum wolatility {%) 4300 G200 6300
Expected econamic profit valatility (%) 16.00 5200 5700
Fask-fie intesest re: (%} (] 082 080
Expected dividend {CHF} R E] 0ol LA [v]
‘Share jpri 1276 1843 1480
Lo Lo L T e b T e e LT g o e LR L T L L T
I ks st for mise krkaemation on eoonomic paoi.
31200
PP CHF awards
Expectad total shaseholder retum wolatiity {%) ;|7
Expectad economic profit valatiity (%) N g
Fisk-free intesest rte (%) 106
Expected dividend {CHF} 012
Share price (CHF) 14 80
437 4
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Financial information
Motes to the consolidated finandal statements

Mote 32 Related parties

UBS defines related parties as associated compamies (entities
which are significanthy influenced by UBS), post-employment ben-
efit plans for the benefit of UBS emplovess, key management
persanned, close family members of key management personnel

and entities whidh are, directly or indirecty, controlled or jointhy
controlled by key manzgement personnel or their dose family
members. Key management personnel is defined as members of
the Board of Directors (BoD) and Group Executive Board (GEB).

a) Remuneration of key management personnel
The non-independent members of the BoD have top management employment contracts and receive pension bemefits upon refire-

ment. Total remuneration of the non-independent members of the BoD and GEE members, indluding those who stepped down during
2012, is as follows:

Remuneration of key management personnel

CHF million 31212 EARFR]] 3.12.00
b dcheashpopmees w a it
Incentive awards — cash? o n m
Ansual incenssive award ender DCCF Fi o o
Employer's contrit o beseft plans 1 1 1
h'llﬁ'h:nhnd.fr._pbmﬂ:[u‘trm‘rh‘t'dui 1 1 1
Equity-based compersation’ 34 n 48
Total T i, ] 6

mrrgmz.mw—u_m:#d_m-a : Indluces immedine and deferrec sy, 3 Egenses for shares granted k measuied at grant date avd alocated owet the
#drthpuhmll ity-berl yuised of EOF assands. In 3001 ansl 20010, equiy-based compensation Inchuded FEP and SEE0F awards, a5 well 2 blocked shares

The independent memibers of the BoD do not have employment  these individuals for their senvices as external board memibers
or service contracts with UBS, and thus are not entitled to bene-  amounted to CHF 7.6 million in 2012, CHF 7.0 million in 20711

fits upon termination of their service on the BoD. Payments to

b) Equity holdings

Mumber of stock options from equity particpation plans held by mon-isdepeadent members of the BoD and the GEB members®

Mumber of shanes Bald by members of Se Bol), GEE asd parsies cosely linked 5o them?

and CHF 6.7 million in 2010,

31212 HALN 311210
3,137,428 4,800,170 9,085,194
4,557 512 1562111 4 850,196

1 Rafer to “ Mol 31 Bquiy pariop 2 ok plars® for mae b

Of the share totals above, 5,557 shares on 31 Decemiber 2012, 31
December 2011 and 31 December 2010, respectively, were held
by close family members of key management persomnel. No
shares were held by entities that are directly or indirectly con-
trolled or jointly controlled by key management personined or their

> Exrtefes stans granied pnder s abke comperstian pla wi forfeiuse provisi.

close family members on 31 December 2012, 31 December 2011
and 31 December 2010 Refer to “Mote 31 Equity participation
and other compensation plans™ for more information. Mo memier
of the BoD or GEB is the beneficial owner of more than 1% of UBS
AG's shares on 31 Decemiber 2012
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Mote 32 Related parties (continued)

] Loans, sdvances and mortgages to key managemant personnel

Mer-independent members of the BoD and GEE members have
been granted lcans, fised advances and morigages on the same
terms and conditions that are available to other employess, basad
on terms and conditions granted to third parties but adjusted for

as follows:

Loans, advanoes and morigages to key management personnel '

CHF milfion

Balance at the beginning of e year
Hdditions

Redections

Balance at the end of e ypear

EDINETOOOO

00000000000 0O(E05852)

reduced credit risk. Independent BoD membars are granted |oans
and mortgages under general market conditions.
Mowements in the loan, advances and mortgage balances are

012 2011
18 ]

(%) (]
19 15

181 loans an secwed loare, ewept for CHF 300,308 n 3012 and CHF 4543500 2011, = Indwdes a forglvable
e tacony it ik responsibiles. The loan fas been faly rezaid In 2012, a5 the GEE member sepped down dusieg 1he year

i) Assodated companies

loan of CKF 3.3 mifion, subject iz i GES membr

All transactions with associated companies are conducted at arm's length:

Loans and receivables with adsodiated comparies
CHF milifion
Balance at the beginning of e year
Additions
Redectione
Credit bogs (espense)i recovery
Fereign cersency translation
Balance at the end of e year
cefwichr wseromad doans
i wiich; aliowances for credi losses

2
m
FL1]

(x2)

450
278

11ul-thre: ergioymert with UES and &

Other transactions. with associated companies

CHF milfion

Payments 1o 2ssodates for goods and serices recefwed
Fees received for services provided o assodates
‘Commitments and contingent liahi ities 1o azsociates

Nz
m

L]

]

A of or for The year ended
AL 31210
13 139
1
9 ]

Refer to “Mote 34 Significant subsidiaries and assodiates™ for an overview of significant associates.
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Financial information
Motes to the consolidated finandal statements

MNote 32 Related parties (continued)
) Other related party transactions

Dwring 2012 and 2011, UBS entered into fransactions at arm’s
length with entities which are directly or indirectly controlled or
joirtly controlled by UBS's key management personmel or thair
clase family membsers. In 2012 and 2011, these entities induded

H21 Macro Fumd Ltd (Cayman Islands) and Immo Heudarf AG
{Switzerland). In 2010, UBS provided services for H21 Macro
Furd Ltd {Cayman Islamds).

Other related party transactions

CHF milfon Fisi nn 2010
Balance at the beginning of the year 1 0 [
Hidditions 1 15 1]
Redwctioe: 1] 4 (1]
Balance at the end of e year 1? 11° [1]
1 Compiised of loans.

Other transactions with these related parties indude:

CHF mian Fio) o 2010
Goode sold and sarvices. provides] 1o UBS L] ] 1]
Fees roceived for services provided by UBS 1] 3 1

i Additional information

UBS also engages in frading and risk management actvities {e.g.
swaps, options and forwards) with various related parties men-
tiored in previous sections. These transactions may give rise o
credit risk either for UBS or for a related party towards UBS. As

Mote 33 Events after the reporting period

part of its normial course of business, LBS is also a market-maker
in equity and debt instruments and at times may hold positions in
instruments of related parties. These fransactions are generally
entered into at arm’s length terms.

There have been no material events after the reporting period which wiould require disclosure in or adjustment to the 31 Decem-

ber 2012 Finandal Staternents.
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MNote 34 Significant subsidiaries and associates

Significant subsidiaries as of 31 December 2012
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Shaare capital Equity inferest
Company Rregistered office Business division inmilion  acumulated in %
CCR Azset Masagamest SA Pariz, France Ghobal Asset Mazagement ELR 53 1000
OO0 UBS Bank Mocow, Bussia Ireestment Back RLIE 34500 1000
Swits Finance Corparation (Mausitiush Lisited Poort Louis, Mauwitius Imeestment Back UsD o0 1000
Topcard Service AG Ghttbrugg, Switrerhand Btail & Corpoate CHF 0.2 1000
LBS [Eahamaz) Lid Mazsa, Bahamas \Weath Management usD 40 Lo
UBS (China) Limited' Beijing, CRira Ireestment Back CHY 2000.0 1000
LBS (France) 54 Pariz, France \Weath Manage=ent EUR 157 1000
UBS (Grane Capran) Limised Gearge Tows, Capman Isfands  Imvestment Bask usD (1] 1000
LBS (eafia) Spa Mias, taly \Weath Manage=ent EUR oo 1000
LBS (Leme=houng) 56 Lusembsourg, Lusesbourg \eath Manage=ent CHF 15000 1000
LBS (Monaco) 54 Momte Cavle, Mionaco \Weath Manage=ent EUR 82 00
UBS Altesrative and Quantitafive imvest=ents LLC ‘Wikmisglon, Delaware, US4 Ghobal Asset Macagement usD ] 1000
UBS Americaes Inc. ‘Wilmizglon, Debiware, US4 Ireestment Bank usD o0 o0
UBS Asesores Miesion, 5.4, de CN Mexico Ciy, Mexico \Weath Management L] 036 1000
UBS Bank {Cazads) Tarazss, Canada \Wealth Management Americas CaD a5 00
UBS Bank {Hetheriandsh BY. Amsierda=, Ketherlasds \Weath Management ELUR 0.2 1000
UBS Bank Mexion, S.4. Institucion de Banca Mulsiple,
UBS Grups Anancieno Mexico City, Mexico Ireestment Bank Wi TG4 1000
UBS Bank LSA Salt Laka City, Lkah, US& \zalth Management Americas uin 1,580.0° 100
UBS Bank, 2A Madid, Szain \Weath Manage=ent EUR 22 1000
LUES Balgizm SaMY Brussels, Belgium ‘eath Manage=ent EUR i 100
LB Beleiliguags-GmiH & Co. K5 Frazkiurt, Ge=many \eath Manage=ent EUR SEan 1000
UES Brasi Administradora de Valoees Mobilarics Lida o Paslo, Beagil ‘eath Manage=ent BRL 1142 1000
UBS Capital Securities {lersey) Limiled 1. Helies, lorsey Conparate Caster EUR (1] 1000
UBS Card Center 413 Glattbrugg, Iwitrerland EButail & Corpoate CHF ol o0
UBS Casa do Boka, 54, do OV, UIBS Geepo Fisandens Mexico City, Mexico Ireestment Bank MiH 1145 1000
UES Derivatives Hong Kong Limited Hang Eong, China Imeestment Bank HED el o0
UBS Deutschlasd &5 Fraskiert, Cormany \Weath Management EUR 1TED 1000
UEBS Fnance (Ceragao) MY ‘Wilemstad, Lusagac Conparate Canter uin ol o0
UBS Fnance (Delawan) LLC ‘Wikmi=glon, Del s L Bank UiD ny 1000
B35 Financial Services Inc. ‘Wilminglan, Delaware, US4 \Weath Management Americas usD 45125 100
LUBS Financial Services Incosporated of Puers Fico San Juan, Puerto Rico \Wealth Manage=ent Americas UsD 5607 1000
UES Fend Advisoy, LLC. ‘Wilminglan, Delaware, US4 \Weath Management Americas usD o0 100
U8S o nsgement (e 4 by, bssbeury | Gebol st Mosgemert Eup 100 1000
Management | i nd Ghobal Asset Maragement CHF 1.0 100
LBS Fend Zerdces (Cayman) Lid Gearge Tows, Capman Isfands Global Asset Masagement usD 56 1000
UBS Fend Serdices (Lememboengl 54 Lusemtsourg, Wnesbourg Ghobal Asset Maragement CHF 25 o0
UBS Fefunes Sisgapar Lid Sngapore, Sngapone Imeestment Bask ush 51 Lol
UBS Global Asset Masagement {Americas) Inc. ‘Wilminglan, Delaware, US4 Ghobal Asset Masagement uin o0 o0
UBS Clobal Asszt Mazagement (Austialia) Ltd Sydney, Australia Ghobal Asset Macagament ALD 129 00
UBS Global Asset Masagement (Lasada) lsc. Tarasses, Canada Ghobal Asset Macagement CAD 1170 1000
UBS Global Asset Masagerment {lapas) Lid Takyo, apan Ghobal Asset Macagement i 2,000 1000
UBS Global Asset Masagement (Singapore] Lid Singapeore, Sngapone Ghobal fsset Management el 40 o0
UBS Global Asset Mazagerment (LK) Lid Landan, Usited Kingdos Ghobal fsset Masagement GRP 1250 1000
UBS Global Asset Masagement Holding Lid Landon, Usited Kingdos Ghobal fsset Management GRP 1514 o0
UBS Global Life AG Vaaduz, Liechienstein \ealth Management CHF 50 1000
UBS Grups Ainancier, 54, de OV Mexico City, Mexioo Ireestment Bank MK 2184 Lol
UBS Hana Aszes Management Compasy Lbd Seoul, South Korea Ghobal fsset Masagement L 45,000.0 .0
UBS Holding (Feance) 54 Paris, Feance: Ireestment Bank ELR 4189 000
| Inrpaimead |1 2012, 2 Shae cpial aad share premiur.
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Mote 34 Significant subsidiaries and associates (continued)

Significant subsidiaries as of 31 December 2012
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Shaare capital Equity inferest
Company Rregistered office Business division inmilion  acumulated in %
UBS Hypotheken AG Zerich, Switzedand EBatail & Copomate CHF R E L]
LBS Intersaticnal Holdings BV 5 dam, Metherass: Corp Center ELUR ER 1000
LBS Intersaticnal Life Limited Cushlin, Inefand \Weath Manage=ent ELR 1.0 1000
UBS Italia 511 Spis Wilas, taly Ireestment Back EUR 15.1 1000
LUBS Life AG Zerich, Switzerland \Weath Management CHF 5.0 Lo
UBS Limited Londan, Usited Kingdos Ireestment Bank GRP 1526 1000
UBS Loas Fnance LLC ‘Wilmisglon, Debiware, US4 Imeestment Bank usD 1677 1000
LBS O Consar LLC Dhowe, Dedormsare, LIS Ghobal Asset Masagement usD 1.0 1000
UBS Preferred Funding {leesey) Limited 1. Halies, lorsay Conporate Caster EUR o0 1000
LB Preferred Funding Company LLC W ‘Wil=isglon, Del Uss Corp Center usD (1] 1000
LB Preferred Funding Company LLCV ‘Wilminglon, Detaware, US4 Conparate Caster UsD o0 1000
UBS Beal Estate Kapitalanbagegesellschatft mbH Musich, Germany Ghobal Asset Masagement EUR 75 g
UBS Beal Estate Securities Inc. ‘Wilmisglon, Dalaware, US4 Ireestment Back usD 1, 300,47 1000
LB Bealty Irvesioes LLC Boston, Massachuselts, USA Ghobal Asset Masagement usD 8.0 1000
UBS Securities (Tailand) Ltd Bazghok, Thaland Imeestment Back THE SO0 1000
UBS Securities Axstrafia Lid Sydney, Australia Ireestment Eack ALD Hap? 1000
UBS Securities Canada b Tararsz, Canada Imeestment Back CAD 100 1000
UBS Securities Espafia Sociedad de Valones 34 Wadrid, Szain Ireestment Back EUR 150 1000
LUBS Securities Feanoe S& Paris, France Imeestment Back ELR 9 1000
UBS Securities Homg Kong Limited Hong Eong, China Ireestment Eack HED 4300 1000
LBS Securities India Private Limited Mu=hai, India Ireestment Back INR 1400 00
UBS Securities lapan Co., Lid Tokyo, apan Ireestment Back i 148500 1000
UBS Securities LLC ‘Wilmisglon, Dalaware, US4 Imeestment Bank usD 12, 005,67 1000
UBS Securities Pae. Lid Singapere, Singapose Ireestment Back 560 2115 1000
UBS Securities Pae. Lbd Seoul Beanch Saoel, South Korea Imeestment Back KRN o0 1000
UBS Securities Poe. Lbd Taiped Branch Taipai, Taiman Ireestment Back TWD (1] 1000
LB Service Carire (Poland) Sp. 2 oo, Zshierzoe, Poland Conparate Caster PLH 14 1000
UBS South Arica (Proprietasy] Limited Sandion, Sosth Aftica Ireestment Back ZAR (1] 1000
UBS Swies Firancial Advisers AG Zerich, Switzerland \Weath Manzgement CHF 15 00
UBS Teust Compaanry of Puerto Rico Hato Rey, Puerto Rios \ealth Management Americas usD 5P 1000
LUBS UK Peopesties Limited London, Lsited Kingdo= Imeestment Back cep 1220 1000
LBS Wearlth Maragement Sestralia Lid Sydney, Australia ‘eath Manage=ent ALD 529 1000
| Inrpaimead 1 2012, 2 Shase cpial aad share premiur.
Significant subsidiaries deconsolidated during 2012
Significast deconsclidated co=panies Registered office Reason for deconsclidation
LUBS Leaging A Zurich, Switzerand Berger with LES AG
Significant assodates as of 31 December 2012

Equily isbarest

Company Regateoed otfen Inciustry in%
51X Group AG! Turich, Swilzeriand Fimanicial 7.3
LUBS Securities Co. Lisited® Beijing, China Fimanicial 200
1 UES ks repmesenied an She Board of Diedos
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Mote 35 Invested assets and net new money

Invested ssats
Invested assets indude all client assets managed by or depaosited
with UBS for imvestment purposes. Invested assets indude man-
aged fund assets, managed institutional assets, discretionary
and advisory wealth management portfolios, fiduciary deposits,
time depasits, savings accownts and wealth management securi-
ties or brokerage accounts. All assets held for purely transac-
tional purposes and custody-only assets, including corporate di-
ent assets held for cash management and transactional purposes,
are excluded from invested assets as the Group only administers
the assets and does not offer advice on how the assets should
be invested. Also excuded are non-bankable assets (e.g. art col-
lections} and depcsits from third-party banks for funding or
trading purpoees. In the first quarter 2012, the definition of in-
vested assats for Retail & Carporate was refined and hence pen-
sion fund assets are mo lomger counted as invested assets.
Accordingly, the Group’s invested assets were restated as of
31 Decemnber 2011 from CHF 2,167 billion to CHF 2,088 billion.
Discrefionary assets are defined as dient assets that UBS de-
cides howr to invest. Other invested assels are thoss whers the
client ultimately decides how the assets are imvested. When a
single product is created in one business division and sold in an-
other, it is counted in both the business division that manages the
imvestrment and the one that distributes it. This results in double
counting within UBS total invested assets, as both business divi-
sions are providing a service independently o their respective
dients, and both add value and generate revenue.
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MNet new money

Net mevw money in a reporting pericd is the amount of invested
assets that are entrusted to LBS by new and existing dients, less
those withdrawn by esisting dients and dients who terminated
their relationship with LES.

et mew money is cabculated using the direct method, under
which inflows and cutflows to/from invested assets are deter-
mined at the dient level based on transactions. Interest and divi-
dend income from invested assets are not counted as net new
money inflows. Market and currency movermnents as well as fees,
commissions and interest on loans charged are excluded from net
new money, as are the effedts resulting from any acquisition or
divestment of a UBS subsidiary or business. Redassifications be-
tween invested assels and custody-anly assets 2= a result of a
change in the service level delivered are generally freated as net
new money flows: however, where such change in service level
directy results from 2 rew extermnally-imposed regulation, the
one-time net effect of the implementation is reported as an amet
reclassification withowt net new money impact.

The Imestment Bank does niot frack invested assets and net
new money. However, when a client is transferred from the In-
vestment Bank to another business division, this produces net
new maney even though dient assets were already with UBS. Met
riew money resulting from such transfers between business divi-
sions was 2ero in 2012 and 2011.

A of or for the year ended
CHIF biion M.izi2 i
Fund assets managed by UBS 170 ki)
Discretionary asety LEL] 585
Cehes imssed assets. 1,328 1,232
Total Invested sssets (double counts ncluded) 1130 2,088
o wihich: double count 172 183
o wiich; acguisitions (dfvertments) (128} ol
Ret new money [double counts inclsded) Er 4.4
443
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Motes to the consolidated finandal statements

Mote 36 Business combinations

Business combinations in 2012 to goodwil, CHF 20 million to intangible assets, and CHF 23 mil-
lion to other net assets. Intangible assets from both business ac-

In 2012, no significant business combinations were completed. quisitions included customer relationships and beneficial con-
tracis. The aggregated acquisition costs included cash payments

Business combinations completed in 2011 of CHF 44 million and contingert consideration of CHF 10 million,
induding CHF & million in restricted UBS AG shares.

In 2011, UBS completed acquisitions im Global Asset Manage-

ment and in the equities business of the Investment Bank. The Business combinations in 2010

aggregated acquisition costs of thess two acquisitions amountad

to approximately CHF 54 million of which CHF 11 million related  In 2010, mo significant business combinations were completed.

Mote 37 Changes in organization

Met restructuring charges by business division and Corporate Center

For the year eded

CHF million 3.12.12 ELRFR] 211210
\fieaith Manage=pst 15 ]
‘eealth Manage=pst Americas (1} (1] 162
Imresiment Bask am 116 125
Gloal Asset Management F. ] % 1
Retail & Compaiate 3 n (L]
Cosporate Center (8] 15 (L]
Total ned restructuring charges am a0 113

oifwiich: parsoane eapenser 358 FL @2

cfwhich: ganens! and somininvative expenses o a5 =

o which; depveciation and impairment of property and eqeipment 14 26 7
Met restructuring charges by persannel expernse categary

Far the year eaded

CHF milfion 31212 EARFR] 20210
Salanios L] n 1]
‘anizhle comyp perfc awards 15 54 2
‘arizhle compeneation — other 7 n (4L}
Contraciors [ ] 1]
Socal seourity (1o n 1
Pension and cthes post-employment benefit plass (586} 0 1]
‘fiealth Managespat Americe: Fisancal advisor compemation L] 1k 2
(e pesonnel expenses. i1} B 2
Total ned restructuring changes: persoomel expenses 358 Pl [Hi]
444
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Mote 38 Currency translation rates

The following table shows the rates of the main currendes used to translate the finamcial information of our foreign operations into

Swiss framcs:

Spot rate Awerage rate!
hok ear ended
niin ETRFRL Nz narn 112.10
0.52 0.94 082 o8 104
121 1.2 1 1n 137
148 145 130 145 142
1.08 122 107 11 118

reone siTeTent kel with 2 functional
:ﬂﬂ — forelgr apewnzns wiha
diwlsizns may deviabe fom 1he weighoad avemge mies fr e Group

MNote 39 Swiss banking law requirements

The consolidated Finandal Statements of UBS are prepared in ac-
cordance with International Financial Reparting Standands {IFRS).
The Swiss Financial Market Supenisory Autharity (FINMA] requires
banks which present their financial statements under IFRS to pro-
vide & narrative explanation of the main differences bebween IFRS
and Swiss GAAP {FINMA Circular 2008/2 and the Banking Ordi-
nance). Included in this note are the significant differences in re-
gard to recognition and measurement between IFRS and the pro-
visions of the Banking Ordinance and the guidelines of the AMMA
gowerning financial statement reporting pursuant to Artide 23
through Article 27 of the Banking Ordinance. The differences out-
lined in points two throwgh eleven also apply to the Parent Bank

statutony acoounts.

1. Consolidation

Under IFRS, all entities which are controlled by the Group are con-
solidated.

Under Swiss law, only entities that are active in the field of
banking and finance and real estate entities are subject to con-
solidation. Entities which are held temporarily are generally re-
cordad as finandial investments.

2. Financial investments available-for-sale

Under IFRS, financial imestments availzble-for-sale are carried at
fair value. Changes in fair value are recorded directly in equity
untidl an imvestment is sold, collected or otherwise disposed of, or
until an investment is determined to be impaired. At the time an
available-for-sale investment is determined to be impaired, the
cumulative unrealized loss previously recognized in equity is in-
duded in net profit or loss for the period. On disposal of a finan-
dial investment available-for-sale, the cumulatve unrecognized
gain or loss previowsly recognized in equity is recognized in the
income statement.

ey obher than Swiss s are mnsaies wha nondvend RIS o S0 fancs Decded mhnpr‘-“d
1o the reor and ecperae volames of all fareign opermtians of the Goap with the same facienal comeroy o each moTiL INERE raies for indisicad bednes

Under Swiss |aw, financial investments are carried sither at
the lower of cost or market or at amortized cost less impair-
mient with changes in measurement recorded in the income
statement. Reductions to market value below cost and reversals
of such reductions up to original cost as well a5 gains and losses
on disposal are included in Gther income. Permanent eguity in-
vestments are classified on the balance sheet as investments in
subsidiaries and other participations and are measured at cost
less impairment with impairment losses recorded in the income
staternent.

3. Cash flow hedges

The Group designates dervative instruments in cash flow
hedge accounting relationships. Under IFRS, when hedge ac-
counting is applied, the fair value gain or loss on the effective
portion of the derivative designated as a cash flow hedge is
recognized in eguity. When the hedged cash flows materialize,
the accumulated unrecognized gain or loss is redassified to in-
COme,

Under Swiss law, the effective portion of the fair value changs
of the dervative instrument uzed to hedge cash flow exposures i
deferred on the balance sheet as Other assets or Other labilities.
The deferred amounts are released to income when the hedged
cash flows materizhize.

4. Investment property

Under IFRS, investment property is carried at fair value, with
changes in fair value recognized in the income statement.

Under Swiss law, unless the imestrment property is dlassified a5
held for sale, investment property is camried at amortized cost less
any accumulated depreciation and impairment losses. Investment
property classified as held for sale is carried at the lower of cost or
miarket value.

445
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Mote 39 Swiss banking law requirements {continued)
5. Fair value option

Under IFRS, the Group applies the fair valus option to certain fi-
nandal assets and finandal liabilities. Instruments for whidh the
fair value option is applied are accounted for at fair value with
changes in fair value reflected in Net trading income. The fair
value option is applied primarily to hybrid debt instruments, cer-
tain loans and loan commitments and certain fund imestments.

Under Swiss acoounting rules, the fair value option can only be
applied to structured products issued that consist of a debt host
contract and an embedded derivativels) that requires bifurcation.
Charges in fair value attributable to changes in cwn credit are not
recognized in the income statement.

6. Goodwill and intangible assets

Under IFRS, goodwill acquired in a business combination is not
amaortized but tested annually for impairment. Intangible assets
acquirad in & business combination with an indefinite ussful life
are also not amortized but tested annually for mpairment.

Under Swiss law, goodwill and intangible assets with indefinite
useful lives are amortized over a period not exceeding five years,
unless a bonger useful life, whidh may not exceed twenty years,
can be justified.

7. Pension funds

Swiss law permits the use of IFRS or Swiss acoounting standards
for pension funds, with the election made on a plan by plan basis.
UBS applies IFRS for its non-Swiss defined benafit plans and Swiss
accounting standards (FER 16} for the Swiss pension plan in the
Parent Bank. The requirements of FER 16 are better ligned with
the spedfic nature of Swiss pension plans, which are hybrid in
that they combine elements of defined contribution and defined
benefit plans, but are treated as defined benefit plans under IFRS.
Key differences between FER 16/26 and 145 19R relate to the
treatment of future salary increases, which are not considered
under FER 16/26, and the determination of the discount rate.

For defined benefit plans, IFRS requires the full defined banefit
obligation net of the plan assets to be recorded on the balamce
sheet, with chamges resulting from remessurements recognized
directly in equity. For plans for which IFRS & elected, Swiss law
requires that changes dus to remeasurements are recognized in
the income statement.

Swiss accounting standards reguire that employer contribu-
tiors to the pension fund are recognized as personnel expenses in
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the incomie staternant. Further, FER 16 requires an assessment 25
to whether, based on the finandal statements of the pension fund
prepared in accordance with Swiss accounting standards (FER 26),
an economic benefit or obligation for the employer arises from
the pension fund and & recognized in the balance sheet when
conditions are met. Conditions for recording a pension asset or
lizbility would be met if. for example, an employer contribution
reserve is available or the employer is required to confribute to the
reduction of a persion defict {on a FER 26 basis).

8. Netting of replacement values

Under IFRS, replacement walues are reported on a gross basis un-
less certain restrictive requirements are met. Under Swiss law, re-
placement values and the related cash collateral are reported ona
net basis, provided the master netting and the related collateral
agreements are legally enforceable.

9. Restructuring provisions

Under Swiss law, a provision fiar restructuring costs should be rec-
ogrized when the governing body has authorized a plan for the
direction, supenvision and control of restructuring measures. For
IFRS, in addition to a detailed formal plan for the restructuring, a
prowision for restructuring costs is recognized only when the en-
tity abso has raised a valid expectation in those affected that it will
carry out the restruchuring by starting to implement the plan or
announcing its main features to those affected by it. Accordingly,
recognition of a provision for restructuring may ocour earlier un-
der Swiss GAAP than under IFRS.

10. Discontinued operations

Under certain conditions, IFRS requires that non-current assets or
disposal groups be dassified as held for sale. Disposal groups that
mest the criteria of discontinued operations are presented in the
income staternent in a single line as net income from discontinued
operations.

Undar Swiss law, the concept of discontinued operations does
not exist, therefore no such redassification takes place.

11. Extraordinary income and expense
Certain items of mon-recurring and non-cperating noome and ex-

pense are dassified as extracrdinary items wnder Swiss lawe This
distinction is not available under IFRS.
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MNote 40 Supplemental guarantor information required under SEC rules

Guarantee of PaineWebber securities

Following the acquisition of Paine Webber Group Inc. (Paineieb-
ber), UBS AG entered into a full and unconditional guarantee
of the sanior notes, the subordinated notes and the trust pre-
ferred securities (“Debt Securities”} of PaineWWebber. Prior to the
acquisition, PaineWebber was a SEC registrant. Upon the acquisi-
ticn, PainelWebber was merged into UBS Americas Inc., a wholhy-
owned subsidiary of UBS AG.

Under the guarantee, if UBS Americas Inc. fails to make any

Supplemental guarantor consolidated income statement

timely payment under the Debt Securities agreements, the
holders of the Debt Securities or the Debt Securities trustee
miay demand payment from UBS AG without first proceeding
against UBS Americas Inc. UBS AG's obligations under the sub-
ordinated mote guarantee are subordinated to the prior pay-
meent in full of the depaosit liabilities of UBS AG and all other
liabilities of UBS AG.

The information presented in this note is prepared in acoordance:
with IFAS and should be read in conjumction with the consolidated
financial statements of UBS of which this infonmation is a part.

CHE milfon UBS AG ues Other  Consolidating

For e yoar anded 31 Decerber 1012 (Parest Bank}!  Americasine  subsidiaries entries UBS Group
Operating incame

et income 13,378 1T 2,153 2,336} 15,968

hleest pczesse {9,61%) 11,183 11,547) 2,338 [3,874)
Wt intesest insome 1,782 162 10 0 5004
Crit oss {espense) drecory m {112) 1 0 (118)
Wt inteest income after credit lous ecpessn 1784 1,510 £11 0 5878

St fee and commission inezme 5033 g.3m 31m 0 15,408

Wt rading income 1118 2% 118 0 3,480

hzome fom sehedisries 4,009) ] [} 4,009 0

e inzome 1848 b L] {1,846) 0 €02

Total aperating income 10,338 8,478 2,270 4,009 75,483

Operating expenses

Persncel acperses 1,88 (R 1,888 0 14,737

Gamaral and administrative expases 4843 1,818 1,23 0 £e81

Depresiation and impaimest of property a=d equpment 501 104 T 0 £08

impaitme= of gocdmil T 2,50 15 0 3,030

A icn and imzaie=eet of istanghle et 3 = n 0 108

Total aperating expenses 12,843 11,084 3,380 0 77218

Operating proflt [loss) from continaing cperations before tax {2,50%) 12,184) (1,119) 4,009 (1,774)
Tax expenze ! (beseht] ] ] 90 0 451

et profit/{loss) fram continuing aperations (2,511) 2,12 {1,4000) 4,009 (2,23%)
Wt proft frem dscontirued oparations 0 a 0 0 0

St profiti ) (2,511) 2,12 {1,4000) 4,009 (2,23%)
Wt proft attribztable o son-cossling nlerasts 0 ] 7 0 27

et profiti{loss) attributable 1o UBS shareholders (2,511) (2,129 {1,686) 4,009 (2,511)

11LIE5 AL [Fame Banic) mRea e s audTes fnardal staiements i apoodance with Swiss 5ambing B reguinemerts Amzenis presnied in 50 colbmi Seve &3 basis for preparing Greup Francial Strsments erder IFFS.

447
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MNote 40 Supplemental guarantor information reguired under SEC rules (continued)

Supplemental guarantor contolidated balance sheet

CHF milfan UBS &G ues Other  Consolidating
For the year ended 31 December 2012 (Paremt Bank)'  Americas Inc. subsidiaries enfries 5 Group
Assits
Cash and balances with el Banks 54,192 11,3595 Ta6 o 56,343
e from basks =.107 TATS B8T3 (84, 46} 21,23
Cash collateral om securities bomowed 35,7148 1172 L1268 {36,675} nm
Reverse repuschase agreements 105,187 60,655 60,580 {98,198} 130,541
Trading partolo st 112,337 1,788 33072 {11,235} 160,861

ofwhich: sssets plediped a< collatwal which sy be sold

or repledged By counterpasties 4720 5447 2448 (o480} 44,608
Penitier: replacement walues 416,058 5,655 129,050 (132,854 418,029
Cazh collateral receivables on derfative i 23,740 4,045 183N {34, Ma3) 30,413
Finandal assets desigeated at fair value oo7 3087 10,535 (11,473} 9,106
Loare M0 18883 11,768 [EER 279,901
Fnadal imvestmests aetilabie-for-sde 51,041 10,637 4, Tos o 66,383
Arcrued income and prepaid expesses 1,954 1,554 550 (448} 6,093
Imeestements i subsidiavies and associates 64,807 2 1 (62951} 83a
Property and equizment 5,034 LT e o 8,004
Goodwill and intangihle msets Eri] 5116 1,623 o G461
Defermed tan arts 5132 2,84% ] [ 8143
Crher assets 4,989 1Tie 1,113 (2, 865) 11,055
Total asets 1,213,728 218,008 154,804 {834, 128) 1,256,233
Liabilithes
Due to banks 54,795 46,014 6,680 84, 464) 23,004
(Cash collsteral on securities lent 149,70 12,108 4,084 {36, 675) 9,203
Reperchaw agsements 24,540 81,087 57837 {93, 108} %63
Trading partfolio Rabiles 24,998 8892 5137 %470} 34,154
Megatier replacement valoes 91,8683 5,055 130,204 (132,854) 395,070
Cash collateral payables on dedvative instruments 50,650 10,907 35,294 {34,703} 148
Financal labilsies designated a2 fair value 378 e 15,154 {12838} L PR
Due o cestomers 330,21 45,107 45,079 49, 566) LR
Arcrued espenses and defemed income 4. 2,047 Lon] (448} 6,881
[ 102,01% 5 7186 4, 5549) 104,656
Provisions 1,188 1,033 M7 o 2538
Crhes abifties 4,622 18,842 14,503 [2,865) 59,502
Total llabilithes 1,126,129 212,953 130,058 (480,177} 1, 208,983
Equity attributable to UBS sharehalders #7557 2,007 10,213 {63951} 45,895
Equity attribetable i non-costreling interests. o L] 4,553 o 4,383
Total equity #7557 2,007 14,566 {63951} 50,245
Total llabilities and equity 1,313,728 218,008 154,804 {834, 128) 1,256,233
1 UES A [Farent Bank) preg finandal In axzordance with Swiss haniing bew sequinements. Amaurts presenaad 19 s colimn seve 25 2 Bask o prepaing Gioup Finandal Statements ander FRS
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MNote 40 Supplemental guarantor information reguired under SEC rules (continued)

Supplemental guaranior consolidated statement of cash flows!

CHF milfion Bs AG ues Other
For the year ended 31 December 2012 [Farent Bank)®  Americas inc, subsidiaries S Growp
Ret cash Mow from/{used in) operating sctivities 49,070 10,795 T.186 67,050
Cash flow from/{used in} investing activities
Purchase of subsidias waies and intangible assets [11) o o {11)
Disposal of subsidiaries, aociales and intangible ases® 41 L] L] L1
Purchase of propesty asd equipment (87 [185) (50} (1.118)
[isposal of praperty and equipment = ] 3 202
Kt (i i)/ di of fisandal i available-for-sale (12,42%) [Te0) (737} (13,548)
Ret cash flow from/{used in} investing activities (13,082) [S5) [T84) (14,831)
Cash flow from/{used in} inanding activitles
et short-tens debit Bsued frepaid) (26,177) L {11,780} (37,967)
Kat movements. in ressury shanes and omn eqeity derivative activity 11,1585) o ] (1.159)
Dividends paid (278) [} 0 {379)
Esuance af long-iens deb, induding fnascial Fabilities designated at fair walue 49, R 575 587 55,747
Repayment of long-term debd, induding financial labillies designated at fair valee (48,581) (23] (3591} (53,95%)
[Dividends paid Io/ decrease in non-contreling intenests L] o [x8E) 208)
Mt activity in imvestiments in subsidiaries 12,800) (58] P L]
Ret cash flow from/{used in} linanding activitles (30,418) 4532 (8,084} (38,041)
Effects of enchange rabe dfferences. 200) [(352) (a1 1673)
Ret increase ! (decrease) in cash and cash equivalents 5,377 9,930 (1,802} 13,508
Cagh and cash eqeivalents at the beginning of the year 66,481 4,338 14,786 85,612
Cash and cash equivalents af the end of the year s 14,266 12,594 99,118
Cash and cash equivalents comprise:
Cash and balances with ceateal Banks 54,152 11,5088 T98 56,383
oney market paper 4,178 47 58 4,382
Due from basks* 13,387 2824 13,142 8,354
Total a5 14, 166 11,584 99,118
e e ey T s e et
pesrnizd '-I-H'l mﬂnddqmﬁmhgbuqmnhl 2 UB5 A [Parent Eani) prepares s tranchl -mnhh‘h‘&ﬂu
. In this ool a2 bk for | g G Finandal FRS. 3 Induses dieiZerds received fam assocates. .« Woney market aged Is Iadated in the ungar
Tiasing parrilke ansets and Aaarcal Ivssimens saiable dz-cale  + inchides postians seogied In e babnce sheet urder Due and Cash Eethath
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Financial information
Motes to the consolidated finandal statements

MNote 40 Supplemental guarantor information reguired under SEC rules (continued)

Supplemental guarantor consdolidated income statement

CHF milifion UBSAG LS Other Comelidating

For the year ended 31 Decamber 2011 (Fanent Bank)' Americas Inc. subsidaries entries. L/ES Group
Operating income

Inizsest income 15,311 2910 2952 12,203} 17,969
Inteoest expenze (10,854 (1,%02) (2351) 30 (11,145
et inberest income 4,457 1,808 581 1] 6,826
Credit loss {eapense)/ recovery (=] ] 18] o 8
Hat interest income after credit loss expense 4,361 1826 555 1] 6,742
Kt fer and commission imcome 6351 5757 3128 o 15,236
et trading income 4,155 811 269 1] 4,343
heome from sehsidianes &7 1] (] B a
Cehes income 1427 128 [685) o 1467
Total aperating Income 16,972 813 3263 BT 1,788
Dperating expenses

Personzel expermes 172 518 1663 o 15,634
Geseral and administrative expesses L5171 2283 1063 1] 5,959
[Depreciation and impairmesd of property asd equipment 554 " ] o 81
Impaitme=1 of goodwil 1] [} L] 1] L]
A jon and impai of isfanghle st ] B i o 127
Tolal operating expenses 11,940 T8 2864 ] 12482
Operating profit oss) from continuing operations before Lax 5,032 551 189 BT 5,307
Tav expense/ (besefs] 4] &1 [35] o 301
Ret profit/{los] from continuing operations 4,138 450 454 BT 4,406
Hat profit from discontinued operations 1] ] L] o L]
et profiti oss) 4,138 450 454 (E77} 4,406
et profit attribetable 1o son-conteling interests. 1] 2 266 o 268
Ret profit/{los] attributable to URS shareholders 4,138 485 189 &7} 4,138
1 IS5 AL [Farem Bani) prega s s ausied Aranci| saienns & t i b regy AT | d It colmin sera asa besks far prepanisg Grou Franchl Stateres unde FRa
450
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MNote 40 Supplemental guarantor information reguired under SEC rules (continued)

Supplemental guarantor contolidated balance sheet

CHE milfion UBS AG T Other  Comsolidatiog
For e year ended 31 Decerbes 1011 {Farert Bank)l'  Ascricas bnc. subsidaries antries LES Group
Asats.
Cach and Babareces with ep=teal Bariks 1,008 197 568 ] 40,538
Due fram basks 26,085 4,066 80,863 {28 556) ne
Cach coilateral om securities bomowed 41,783 57,883 1040 {43553} 58,763
Reverse sepusthase ageements 161,663 123,821 8,167 {160,252} 212,501
Trading particlic s 130,585 ET 13451 (13274 181,525

o wiick; sosods pleciged as codateral which may be soid

v replodged by counterpactias 0084 LA 609 {13537 838
ot repacemant alues S5 8284 146,545 (150,732 85,584
Cazh collateral reoshables on derheative 44,908 458 5804 {34,118} 41,332
Finascial ansets desieated at fair value 6,290 4577 1515 18,005} 10,138
Loars 263,977 783 11,351 186,545) 256,604
Finacial isvestmes2s mailabie-for-sale 1481 9,877 3856 ] 5,174
Arred incn=e and presaid moetas 1471 4006 &7 {561} 8,327
Imvest=ents is suteidiaries and asscciztes 55,809 ] 0 (52,018 795
Property and equisment 4757 533 408 ] 5608
Goodwill and istangbile asess 319 BI12 1,154 0 5,695
Defermed b st 6,274 303 514 ] 4527
Coher assets 5,425 2141 1,688 14,085} 5,165
Total assets 1,317,857 503,381 05,573 {6ir5 248} 1,418,962
Liabilities
fiue 1o banks 63,340 1,669 13,787 {85 556} 30,301
Caeh coilateral om securities lort 16,438 081 1568 {43553} 8,136
Beporchase agements 30,030 141,008 B3 544 {960,252} 10,429
Trading partioks Fatilses 1229 8437 5,751 {7,007} 15,480
Hegatiee replacement valees 1,112 8,312 148,708 {150,732 73,400
Caeh coilateral payables o= derivative istuments 55,378 11,188 34566 (34,118 61,114
Financial Fabiles designated 2t fair value 305 533 13522 {8,450} 88,983
Due In cestomers o, 31,934 35632 {86,545 42,409
hzerued expenses and defemed income 4,530 2,308 678 {561} 8,850
Dokt issud 125,251 a7 19873 2514 140,617
Provisores 753 537 347 o 1626
o abilties 913 15,080 21,879 14,085} 62,784
Total llabities 1,304,883 EIT 381,457 {550,3300 1,364,027
Exquity attributable to 1B shareholders 82975 4,463 0 (52,017} 48,530
Equity atiribetable 10 non-costoling interests [ a £,406 o 4,406
Tatal equity 82975 4,463 FTLTH) {52,017} 52,935
Total llabities and equity 1,317,857 503,381 A05,573 {605 248} 1,416,963

| UES &G [Farent Bark} prepares is Tnandal satements I acoosdarce sith Swiss boniing brw sequinements. Amaurts presemeed a shis cobamn serve 35 2 (basks b pepaning Group Fnandal Staemens ander FRS
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Financial information
Motes to the consolidated finandal statements

MNote 40 Supplemental guarantor information reguired under SEC rules (continued)

Supplemental guarantor contolidated statement of cath flows

CHF milfan UBS &G LiEs Crer
For the year ended 31 December 2011 {Parent Bank)’ Asmamicas Inc. subsidiaries L'BS Group
Het cash Mow from/(used in) operating sctivities 12,251) [533) 11057} (14,241)

Cash flow from/'{used in} m aclhvities

Ret cash fow from/{used in} investing activities 18,336 1,142 (101 15,377
Cash flow from/{used in} inanding activitles

Hat shart-tenm debnt Bsued Hrepaid) 5459 L] 287 15,338
Kat movements in ressury shanes and own equity derivatve activity [1,885) L] o [1,885)
Esuznoe of long-term debt induding fnancial fadifiies designated at faivwioe gy wo EL 52,590
Repayment of loag-term debd, induding financial labililies designated at far valee (55, 668] ) 16,5508 (62,628)
nomsse in non-conbeling imeessts I o T i 1
[ividends paid IoJ decrease in non-contrelling interests 0 L] (r4ap 745
hm- ............ e hag R e o
Ret cash flow from/{used in} linanding activitles (2.610) [177) 5457 2610
Effects of enchange rabe dfferences. (2,587) 159 135 2,125
Ret increase/ (decrease) in cash and cash equivalents L] k] 4457 5,678
Cagh and cash eqeivalents at the beginning of the year 55,582 41003 10,339 75,934
Cash and cash equivalents af the end of the year 65,481 4136 14,756 85612
Cash and cash equivalents comprise:

Cash and balances with ceeal Banks 054 1577 568 40,638
Money market paper® 3802 ) &7 3,500
Due from basks" 24,582 2330 14,162 41,074
Total 56,481 4136 14,756 B5612
|uEEmMmkuﬂmmimmm rnuun--: esernee b this Do serve i 2 b for preparing Groep Francial e
IFRE. 1 Non rm-h.hd-ih and F Ll ot 0
h'lﬂl‘hnd'-lnh"‘- f ks and Cash
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MNote 40 Supplemental guarantor information reguired under SEC rules (continued)

Supplemental guarantor consolidated income statement

CHF milfon UBS AG Les Othes Comolidating
For the year ended 31 Decamber 2010 (Farent Bank)' Americas Inc. subsidaries eniries. L/ES Group
Operating income
Inizrest income 15,732 3388 FAFE] 2871} 184872
Inteoest expenze [12,153) (1,405) (Z06T) am (12,657
et inberest income 3,518 1,980 E56 1] 5,215
Credit loss (expense]/recovery (K] 115) [48] ] 165)
et interest income after credit loss expense 357 1,964 08 1] G142
Kt fer and commission imcome 122 465 34m o 17,160
et trading income 6579 {17 &0 1] 141
heome from sehsidianes 1392 1] (] 11,252} a
Cehes income 1,515 1,298 (1,557) o 1,214
Total aperating Income 20,757 5,608 3022 11,252} 31,994
Dperating expenses
Personzel expermes LEE ] 5042 1849 o 17,031
Geseral and administrative expesses 18 269 1,164 1] 6,585
[Depreciation and impairmesd of property asd equipment 628 m 17 o 98
Impaitme=1 of goodwil 1] [} L] 1] 1]
A jon and impai of isfanghle st 3 1] FL o "7
Total operating expenses 12,700 8796 3,154 ] 24,650
Operating profit oss) from continuing operations before Lax BO5T B2 [132) 11,352} 7,345
Tav expense/ (besefs] L] (1,150) 136 o a0
Ret profit/{los] from continuing operations 1,452 1,962 [268) 11,352} 1,754
Hat profit from discontinued operations 1] ] 2 o 2
Nt profit /o) 1452 1,962 [2686] 11,352} 1,75
et profit attribetable 1o son-conteling interests. 1] ] 304 o 304
Ret profit/{los] attributable (o URS shareholders 1,452 1,962 [SM] 11,252} 1,452
1 IS5 AG [Farem Bani) prega s s ausied Aranci| samenns & t tireg b regy ARO[ d It colmin sers asa besks for prepanig Grouz Francil Stateres unde FRa
£
453 4
£
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Motes to the consolidated finandal statements

MNote 40 Supplemental guarantor information reguired under SEC rules (continued)

Supplemental guarantor contolidated statement of cath flows
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CHF milfion S AG 1] [+
For the year ended 31 Decamber 2010 {Parent Bank)® Ameicas Inc. subridiaries. L/ES Group
Ret cash Mow from / {used in) operating sctivities 16,718 (2772 5440 13,385
Cash flow from/{used in} investing activities
Purchase of subsidias waies and ntangible assets 751 0 i} (]
Disposal of subsidiaries, sociates andissangible ssess® 7 a 6T b 07
Purchase of progesty asd equipment {36T) (o8] (B} {541)
Ubposal of property and squipment T a M 242
Kt {7 i di of fi 1 available-for-sale FAFL] 3474 11,433} 4,164
Ret cash flow from/{used in} investing activities 2,185 2408 11,457} 4,087
Cash Mlow from/(used in) Hnandng activitles
Het start-tenm debnt Bsued Hrepaid) 3241 L] 1218 4,459
Nt movements. in reasury shares and own eqeity defvaive adivily [1,458)
LLLE
ksuance oflong-tens debt, induding fnascial Fatilties designated at fair value Ta.pa2 a 2568 TR A8
Pepayment of losg-term debd, induding financial liabillies designated at far valee (55, 568] [B2] {11,447 (77.4597)
e nnn-umhiﬁgln'ht.t .................................................................................. PR A 5 p
[Dividends paid IoJ decease in non-contrelfing interests 0 (] 2047} [2,05%)
Hm-m T P e s a
Ret cash flow from/{used in} finanding activitles 11,424 154 A5 1,764
Effects of enchange rate dfferences. (10, 21&] 1,482 13444} (12,181)
Wet increase ! decrease) in cash and cash equivalents 14,110 1172 8115 1,068
Mmdﬂ“hnhh@ﬁgﬂhq& ........................................................... G A gt 2858
Cash and cash equivalents af the end of the year 65,502 41003 10,339 75,934
Cash and cash equivalents comprise:
Cash and balnoes with cssteal Banis ;A7 ] de8 26,939
Maney market paper® 15,798 1,180 13 17,110
[Due fram basks" 1342 1744 a7 35,885
Tatal 65,502 41003 10,339 75,934

LIES. &5 {Fment Bank] popane: s audtied faarcal Sosments i aoorance wit Sss |aw raqu TR AToa Rt I this polumn hn.h'pr‘ni' Foranectl SEateesis under
| :hthfpmlhhd-ihm;lﬁm pﬂ:i:u  cmeets et b

IFFE. 1 Includes disidends reoeives from amndne.
In Tae bbonce sheet weder Due from banks and Cash ool
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MNote 40 Supplemental guarantor information reguired under SEC rules (continued)

Guarantee of other securities

UBS AG, acting through wholly-owned US-domiciled finance subsidiaries, has issued the following outstanding trust preferred

securities:

Guarantes of other securities

LD Billios, weiess athanise dndicated Az of 311242
Amount

Exuing ety Type of secuity Date [sswed Inkerest {%) outstanding

one-month USD
UBS Prefemed Funding Trust [V Mos-comelative trust prefesred securities May 2003 LIBOR + 0.7 0.3
UBS Prefemed Funding Trust W Mom-cemelative trust prefremd securities May 2008 6243 1.0

UBS A5 has fully and unconditionally guaranteed thess securities.
UBS’s obligations under the trust preferred securities guarantee
are subordinated to the prior payment in full of the deposit and all
otiver liabilities of UBS. At 31 Decamiber 2012, the amount of se-
nior kzhilities of BS to which the holders of the subordinated
debt securities would be subordinated is approwimztely CHF
1,198 billion.

Guarantee to UBS Lid.

UBS &G has issued a guarantee for the benefit of each counter-
party of UBS Limited. Under this guarantes, UBS AG imevocably
and unconditionally guarantees each and ewery obligation that
UBS. Limited entered into. LUIBS AG promises to pay to that coun-
terparty on demand any unpaid balance of such liabilities under
the terme of the guarantes.

455
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UBS AG (Parent Bank)

Parent Bank review

The following review is based on changes in UBS AG's [Parent
Bank} financial statements from 31 Decemiber 2011 to 31 Decem-
ber 2012.

Income statement

UBS AG {Parent Bank) recorded a net loss of CHF 6,645 million in
2012, compared with a net profit of CHF 5,440 millian in 2011,

The loss before extracrdinary items and tax was CHF 3,016 mil-
lior, compared with a profit of CHF 4,434 million in the prior year.
This was mainly a result of a CHF 549 millicn dedline in operating
incomme, & CHF 1,214 milion increase in operating experses, and
a5 the impairment of investments in subsidiaries and other partic-
pations increased by CHF 4,045 million as the net asset values of
subsidiaries declined due to goodwill impairments and the adop-
tiom of 1AS 19R. Furthermore, expensas for allowances, provisicns
and losses increased by CHF 1,582 million, mainly related to higier
charges for provisions for litigation, regulatory and similar matters.

Extraordinary expenses were CHF 4,117 million compared with
CHF 549 million, mainly related to changes in persion accounting
in 2012,

et interest income

Met interest income decreased by CHF 736 million, or 16%. to
CHF 2,861 millian, reflecting a CHF 1,996 million dedine in inter-
est income, partly offset by CHF 1,260 million lower interest ex-
penses.

The CHF 1,596 millicn dedine in interest income was driven by
CHF 1,040 million lower interest and discount income whidh
miinly reflacted lower interest zarmed on loans and advances. In
=ddition, interest and dividend income from the trading portfolic
decreased by CHF 731 million. Interest and dividend income from
financial rvestrmerts decressed by CHF 225 million, or 489,
mizinly as 2011 induded interest income from cur strategic invest-
mient portfolic, which was sald in the third quarter of 2011,

Interest experse decreased by CHF 1,260 million, mainly due
to bower interest expenses due to banks and customers. Interest
expenses on debt issued increased slighthy

Met fee and commissicn income
Met fes and commission income decreased by CHF 358 million to
CHF 6,015 million.

Fee and cormmission income from securities and investment
businesses decreased by CHF 532 million to CHF 6,270 million.

EDINETOOOO
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Portfolio management and adviscry fees dedined in Wealth Man-
agement ard the Inwestment Bank. Imvestment fumd fees de-
creased mainly in Global Asset banagement. Brokerage fees de-
creased in the Imestment Bank due to a lower level of dient
activity. Merger and acquisition and corporate finance fees de-
creased in the Imvestment Bank due to a lower volume of transac-
tiors. These decreases were partly offsst by an increase in under-
writing fees in the Investment Bank.

Fe= and commission expense decreased by CHF 104 million,
miginly due to lower brokerage fees paid.

Met trading income

Met trading income was CTHF 5,057 million in 2012 compared
with CHF 3,545 million in 2011, Met trading income within
the equities business in the Investment Bank was positive CHF
1,427 million, compared with negative CHF 114 millicn in 2011
which induded a loss of CHF 1,951 million related to the unau-
thorized frading incident. Investment Bank fixed income, cur-
rendes and commodities net trading income increased by CHF
86 million to CHF 2,298 million. Met trading income in other
lbusiness divisions and Corparate Center was CHF 1,177 million
compared with CHF 1,286 million in 2011.

Other income from ordinary activities
Other income from ordinary activities was CHF 2,401 million, a
dedine of CHF 1,107 milon.

Met income from the disposal of finandal investments de-
creased by CHF 758 million, as 2011 induded a gain of CHF 652
milllicn from the sale of our strategic investment portfolic.

Dividend income from investments in subsidiaries and other
partidipations increased by CHF 147 million.

Sundry income from crdinary activities decreased by CHF 482
milllion to CHF 3,959 million, mainly a5 sundry income related to
financial investments was zero in 2012 compared with CHF 464
million im 2011, which reflected the reversal of unrealized losses
incurred on the strategic investment portfolio. In 2012, sundry
income induded CHF 3,856 million of income recerved from sub-
sidiaries for services rendered, an increzse of CHF 180 milkon
compared with the prior year. Gains on sales of loans and receiv-
ables were CHF 29 million, a dedine of CHF 205 million from the
[pricr wear.

Sundry ordinary expenses were largely umchanged at CHF
2,569 million. Charges from subsidiaries for services received
were down CHF 154 million fo CHF 2,368 million, while unrsal-
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Financial information
BS AG {Parent Bank)

ized bosses on fimancial imvestments increased by CHF 97 million
and losses fram disposals of loans and receivables increased by
CHF 80 million.

Oiperating expenses

Personnel expenses increased by CHF 579 million to CHF &,888
miillion, mainly due to restructuring charges of CHF 1,364 million.
This was parily offset by a credit to personnel expenses of CHF
485 million related o changes to our Swiss pension plan as well
&5 |lower accruals for variable compensation.

General and administrative expenses increased by CHF 636
millicn, mainly duwe to higher cost charges from subsidiaries, in-
creased expenses related to outsourcing of IT and other services
due o higher business demand, as well a5 higher marketing and
public relations costs, partly due to expenditures related to our
150th anniversary.

Impairment of imvestrents in subsidiaries and

other participations

Impairment of investments in subsidiaries and other participations
increasad by CHF 4,045 million to CHF 4,210 million, mainly as
the net asset value of subsidiaries which recorded 3 goodwill im-
pairment dedined, resulting in am impairment of the investments
in thase subsidiaries of CHF 2,951 million. In addition, the adop-
tion of 1S 15R by foreign subsidiaries also resulted in lower met
azset values, resulting in an impairment of CHF 620 million of the

Allowances, provisions and losses
Allowances, provisions and losses increased by CHF 1,582 million
to CHF 1,735 million.

The increase mainly related to higher charges for provisions for
litigation, regulatory amd similar matters, which increased by CHF
1,368 million, primarily as 2 result of dharges for provisions arising
from fimes and disgorgement resulting from regulatony investiga-
tiorns concerning LIBOR and other benchmark rates. In addition,
restructuring charges of CHF 200 million were recorded in 2012.

Extraordinary income
Extracrdinary income decreased by CHF 1,452 million to CHF 429
rriillice.

Reversals of impairments and provisions of subsidiaries and
other participations decreased by CHF 1,191 million, mainky as
2011 included significant net impairment reversals related to posi-
tive foreign currency impacts on the valuation of US subsidiaries.

Gains from sale of subsidiaries and other participations de-
creased by CHF 155 million due to fevwer disposals.

Prior pericd related income decreased to CHF 115 million from
CHIF 280 million.

EDINETOOOO
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Extraordinary expenses

Extracrdinary expenses increased by CHF 3,458 million to CHF

4,117 million, mainly related to dhamges in the pension account-

ing, which resulted in extracrdinary expenses of CHF 3,954 mil-

lion, of which 2,063 million related to the Swiss pension plan and

CHF 892 million related to the Internztional defined benefit plans.

= Refer to "Note 3b Changes in accounting policies, eomparability

and ather adjustments™ for more information on the pension
accounting changes

Tax expense/benafit
The net income tax benefit in 2012 was CHF 59 million compared
with a tax expense of CHF 232 million in 2011. The net income tax
[benefit in 2012 was mainly due to a net release of prior year re-
Deferred tax assets are not accounted for or reported in
UBS A5 (Parent Bank) financial staternents prepared under Swiss
GAAPR As a consequence, there is no amartization of defemed tax
assets for tax bosses used against profits arising from business
operations. This is the main difference to the Growp net income
tax expense of CHF 481 million for IFRS purposes, for which the
ret amortization of deferred tax assets represents the most sig-
nificant elerment.

Balance sheat

Assets
Total assets stood at CHF 776 billion as of 31 December 2012, &
decrease of CHF 70 bilion from 31 December 2011, predomi-
nantly relating to the accelerated implementation of our strategy
amnounced in October 2012

Diecreases were mainly seen in reverse repunchase agresments
with banks, holdings of money market paper and in positive re-
placement values. These decreases were partially offset by higher
liquid assets held at central banks, an increasa in high-guality gov-
ernment debt held as financdial investments and higher amounts
due from customers.

Liquid assets and money market paper

Liguid assets increased by CHF 16 billion to CHF 54 billion on
31 December 2012, predominantly dus to higher balances with
central banks. Money market paper held decressed by CHF 10
billion to CHF 31 billion, primarily due to reductions in Japanese,
Eritish and Hong Kong government bills held, partly offset by a
riet increass in German and Dutch government bills.

Due from banks and due from customers

Interbark lending (due from banks) decreased by CHF 84 billion
to CHF 167 billion, mainly reflecting reduced reverse repurchase
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agreements with UBS subsidiaries, in particular in the Americas
and Europe.

Due from customers increased by CHF 12 billion to CHF 161
billizn, mainky due to an incease in reverse repurchase agres-
mients with non-bank dients of CHF 5 billion, an increase in non-
marigage kboans of CHF 2 billion as well 25 an increase in curent
accourts of CHF 2 billion, mainly in Switzerland.

Financial imestments

Financial investments increased by CHF 11 billion to CHF 31 bil-
liom, primarily due fo increased holdings of high-quality govern-
ment debt.

Imvestments in subsidiaries and other participations
Investrments in subsidiaries decreased by CHF 3 killion to CHF 21
billion. This was mainly due to the abovementioned met write-
dowwns of imvestments in subsidiaries of CHF 4 billion.

An additional write-down of CHF 1 billion was due to dividend
payments. These decreases were partly offset by net capital injec-
tiors of CHF 2 hillion.

Pasitive replacement vahues

Positive replacement values, which are reported on 2 net basis, pro-
vided the master netting and the relzted collateral agreements are
legally enforceable, decreased by CHF 29 hillion to CHF 35 billion,
mainly a5 replacemant values for interest rate contracts fell due to
lowver wolumes. Further, credit derivative contracts fell due to the
tightening of credit spreads and reduced volumes. In addition, re-
placement values decrezsed due to increased netting with cash col-
|zteral payables to subsidiaries (reported within due to banks).

Cther assets
Other assets decreased by CHF 4 billion to CHF 3 billion, mainly
due to the early adoption of FER 16 for the Swiss pension plan
and |45 19R for the Internationzl defined benefit plans, whidn
resulted in the derecognition of deferred pension expenses.
= Rafer to "Mote 2b Changes in accounting policies, comparability
and other adjustments” for more information on the pension
Actoumting changes

Liahilities

hcmey miarket paper issued

honey market paper ssued decreased by CHF 36 billion to CHF
21 billior on 31 December 2012, mainly due to a reduction in
certificates of deposit outstanding as well as due to the change in
balance sheet presentation of certain struchured liabilities, whidh
were reclassified from money market paper issued to bonds -
sued and boans from central mortgage institutions.
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Due to banks and due to customers

Due to banks decreased by HF 22 hillion to CHF 102 billion,
reflecting lower ursecured interbank borrowing of CHF 9 billion
and loweer repurchase activity of CHF 7 billion. In addition, cash
collateral payables decreased by CHF 10 billion, mainly due to
increased netting with positive replacement values. These de-
crezzas were partly offset by increzsed securities lending of CHF
4 billion. Total amounts duse to customers remained stable at CHF
3E4 billion.

Trading portfolio liabilities

Trading portfolio kabilities daclined by CHF 7 billion to CHF 25
billion as of 31 December 2012, mainly related to a reduction in
debt instruments sold short

Megative replacement values

Megative replacement values fell by CHF 15 killion fo CHF 44 bil-
lion, primarily due to lower replacement values for oredit deriva-
tive and interest rate contracts, partly due to reduced volumes.

Bonds issued and loans from central mortgage instibutions
Bonds issued and boans from central maortgage institutions in-
creased by CHF 11 billion, mainly as a result of the aforemen-
tiored change in balance sheet presentation of certain structurad
lizhilities.

Cther ligbilities and allowanices and provisions
Other ligbilites increased by CHF 3 billion, mainly related to in-
creased deferrals for hedging instruments and also reflecting re-
classified provisions which are no lomger uncertain in timing or
amount.

Allowances and provisions increased by CHF 2 killion, mainly
related to restructuring provisions.

Equity

Total equity attributable to shareholders stood at CHF 33,176 mil-
lion as of 31 December 2012, compared with CHF 40,174 milion
at the end of 2011, mainly due to the 2012 loss of CHF 6,645
million. The general statutory reserve decreased by CHF 353 mil-
lion to CHF 31,997 million as of 31 December 2012, mainly re-
flecting the distribution out of the capital contribution reserve in
May 2012.

The ressrve for own shares decreased by CHF 176 million to
CHF 829 million, reflecting the net disposal of treasury shares.
Other reserves increased by CHF 5,617 million, reflecting the ap-
propriation of 2011 earnings of CHF 5,440 million as well as the
ret disposal of treasury shares, which increased other reserves by
CHF 176 million.

459
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Financial information
BS AG {Parent Bank)

Parent Bank financial statements

Income statement

For the year ended % change from
HF milfon Koln LY FR EARFR]] EIRFAL]
Intesest and disxoent income: 10,047 11047 ]
Imtesest and diwidend income from fading portiolio 1158 3589 (&
Intesest and dvidend income from finandial imeesiments 242 467 (43
Ineoest pepessy 19, 586) 110,548 [LF3]
Mt interest income 3,881 457 (16}
‘Credit-related foes. and commizione i i 16
Fee and commission income from secwities and imeestment business. &I 6807 ]
(et fen and commission incame [17] 3113 3
Fee and commission expense {1,267} 1371} ]
et fer and commission. iscome B015 531 (&)
et rading income 3 5,057 2545 44
it income from disposal of fisandal isvestments 15 a1 (11
Dividend inoome from investments in subsidiaries and other participations 505 s 1%
Income from seal estate holdings n 0 3
Sundry income fram ordinary actiities 31559 2441 (11
Sundry ardinasy expenses 12,%89) 12554 i
(Ceher income from ordinarny adiivities 2,401 2508 [£i]
Operating income 17,574 18,003 4
Ferscnrel expenses ] Bs 7
General and adminstrative copesses 016 1%
Operating expenses 13,504 12,550 i
Dperating profil 1470 [EET )
mpai af i in subsicianies and other parfcpations 4,310 165
Deprediation of faed amets =1 81 ™
Mlipwences, provisions and leses 1,738 153
Prafiti{loss) before extracrdinary ilems and taxes {3,006) 434
Extracedinary income: 4 418 1848 (1]
Extracdinary espenses 4 4117 E45% 534
Tan ferpense)/benelt % (233
Prafiti{loss) for the period |6,545) 5440
460
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Balance sheet
% change fom
CHF milfon Mot 311212 MAEN Az
Azsets
Liquid amsess 54,192 38 0o 42
Meney markel paper 3,088 a3 (25
D fram basks 167,204 231 401 ()
[Due from customers 160,598 14E 474 i
Morigage loass 149,002 144 245 3
Trading balances in seawities and precious metaks 115,508 120,212 4
Finascal imvestmesss nTTe 20,143 52
I in subsidiavies and other participat 21,080 23,560 [+
Fived assets 5,004 4 807 5
Aczrued inco=e and prepaid expesses 2,187 2114 b
Porithvr: replacement walues 12 15,208 64580 (4%)
Crhes assets 5 3007 6,552 (54
Total aseets 7887 045 Da5 L]
o wihich: svbovcinated assefs 5778 1834 [ ]
cifwhich: smoumts dop fom subsidisis 20,902 288870 ()
Liabdlities
Maney market paper isveed 21,257 55,10 25
[Due 1o banks. 102,401 124625 (1%
Trading partiolo Fabilses 25418 EEL %) [F3)
e 1o cestomens on savings and deposit acoounts O, 0Eg 85353 10
Crher amaounts due i custosers 289,592 TR D ]
Medium-term reotes 1,31 1551 [E31)
Bonds izseed asd leans from cential marigage nstitutions 100,188 B9,50 12
Financal Fabilities designated at fair walue B4, 208 62976 3
Argruals and deferred income B34 EEM 4
Megatier replacement valoes 13 43,518 5855 [ )
Ceher Rabilities 5 9,853 TR E
Algwances asd provisions & 3,435 1412 142
Total llabtie 142,511 BOES11 L]
Equity
Shane capital 8,10 By L] 1]
Genecal statefory ressrve 9 31,997 12350 (1
thereof capital contibution resane 42, 784 42,587 m
thereo! retained eavaings {10,787} {10,187 @
Reserve for own shane El o] 1,088 (i
thenof’ capital comtebution resenae
thereof retsined svmings BRg 1,066 fnn
Ceher reserves. 9 8,551 o34 01
Profiti(les=) for the period {8, 845) 5440
Equity attributable to shareholders 9 33176 40,174 Lk}
Total Nlabiitie and equity TTLERT B45 Ha5 (&)
o which: suboedinated Kadiftes 15,985 12,359 L]
cifwhich: amoonts dow do subsifanes TR, T8 135,636 [rd)
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Financial information
BS AG {Parent Bank)

The Board of Directors proposes that the Anmual General Mesting (AGM) on 2 May 2012 approves the following appropriation of
retained sarmings:

Propoded appropriation of retained sarmings

Far the year ended
CHF milfian a2
Less Tor the period [6,645)
Total avallable for appropriation (8,648}
.ﬁm’!:\pnim e e
Mppropriafion o general statubory reseree etained eamings (4,894
Total approgriation [&,645)

Proposed distribution of capital contribution reserve

The Board of Directors proposes that the AGM on 2 May 2013 2013 to holders of shares on the record date 8 May 2013. The
approves the pay-out of CHF 0,15 per share of CHF 010 parwalue  shares will be traded ex-dividend as of & May 2013, and accord-
out of the capital contribution reserve. Provided that the pro-  ingly the last day on which the shares may be traded with entitle-
posed distribution of the capital contribution reserve is approved,  ment to receive a pay-out will be 3 May 2013.

the payment of CHF 0.15 per share would be made on 10 May

Far the year endnd
CHF million, eacept whane indicated A2
Total capital contribution reserve before proposed distribation® 42,184
Proposed distbution of capital contil reseree within general statutory seserve: CHIF 0115 per dividend Bearing shane? {575)
Total capital contribution reserve after proposed distribution 41,609
FrE——
O WATET o 3 i oy L. e e IO s FOAS Pt O il o e e st o PRI o, T e 08 YA I

forenaes botween the Swis Fedeml TanAethorizes and companies abot the qualifying amourts of the cpital coniribation reserse and the discosen: in the Tinasdal satements. in viess of this, the Ssis Federal T
Sarhorithes hawe contirmed that LSS would e able o repay o shareholders CHF 7.4 billon of deciosed capizal coniribetion reserve (stanas 5.0l 1 Januy 2011} withow? being subject o the with holding ts dedudion
ha applies 1o Siidends paid o of refained This amount reduced 1o CHF 270 bdllon as of 31 2017 spbeey 1o 1ke St of CF 375 million 5 approved by the Anrual Gereral Most-
Ing 201 2. The decision abour: the semalaing amount has been defened to afname poist insme. 3 Dividens: bearing shares are all shanes |sae sonpt Tor texsery shares eld by UBS &G [Farent Bank 26 of The meoord
date 8 May 2013,

409/465



EDINETOOOO

00000000000 0O(E05852)

Notes to the Parent Bank financial statements

MNote 1 Business activities, risk assessment, outsourdng and personnel

Business activities

The business activities of UBS AG (Parent Bank) are described in
the context of the description of the activities of the UBS Growp in
the “Operating emvircmment and strategy™ section of this repart.

Risk assessment

UBS AG (Parent Bark), as the uliimate parent company of UBS
Group, is fully integrated into the group wide internal risk assass-
ment process described in the audited part of the “Risk, treasury
and capital management” section of this report.

Mote 2 Accounting policies
a) Significant accounting polices

UBS AG's (Parent Bank) financial statements are prepared in ac-
cordance with Swiss Federal banking law. The accounting policies
are pringpally the same as for the consclidated financial state-
ments cutlined in “Mote 1 Summary of significant accounting
policies”. Major differences betwesn the Swiss Federal banking
lzws requirements and International Finandial Reporting Standards
are described in “Mote 39 Swiss banking law requirements” to
the consolidated finandal statements. The significant accounting
policies applied for the statutory accounts of UBS AG {Parent
Bank) are discussed below:. In addition the presertation of the bal-
ance sheet and income statement under Swiss law differs from
the presentation under IFRS. The risk management of UBS AG
{Parent Bank} is described in the context of the risk management
of UBS Group.

Treasury shares

Treasury shares are own equity instruments held by an entity. Un-
der Swiss |lzw, treasury shares are recognized in the balance shest
a5 Trading balances in secunities and precious metals or as Finan-
cial investments. Shaort positions in treasury shares are presented
a5 Trading portiolio Fabilites. Treasury shares recognized as trad-
ing balances (which include trezsury shares held as economic
hedges of equity compansation plans) and short positions in trea-
sury shares are measured at fair walue with unrealized gains or
losses from remeasurement to fair value induded in the income

Outsowrding

Qutsourcing of T and other services through agreements with
external service providers is in compliance with FINBAA Circular
20087 “Qutsourcing-banks”.

Personnel

UBS AG (Parent Bank} employed 35,153 personngl on a full time
equivalent basis as of 31 December 2012, compared with 35,693

personred on 31 December 2071.

staterment. Treasury shares recognized as Financal imvestments
are valued according 1o the principles of lower of cost or markst
value. Realized gains and losses on the sale or acquisition of trea-
sury shares are recognized in the income statement.

For treasury shares held as Anandal investmenes or for non-
genuire trading purposes {e.g. treasury shares held to hedge eg-
wity compensation plans), a Ressne for own shares must be cre-
ated in equity through the redassification of free reserves equal to
the cost value of the treasury shares held. Repunchases of shares
for the purpose of holding these as Finandal investments or non-
genuine frading can be made to the extent that suffident free re-
sarves are available. The Reserve for owm shares is not available for
distribution to sharshalders. Total treasury shares held cannot ex-
ceed 10% of total issued shares.

Foreign currency translation

Aszats and liabilties of foreign branches are translated into Swiss
francs at the spot exchange rate at the balance shest date. In-
come and expense items are translated at weighted average
exchange rates for the period. Al exchange differences are recog-
nized in the income staternent.

Thie main currency translation rates used by UBS AG {(Parent
Bank) can be found in “Note 38 Currency translation rates” tothe
consclidated financial staternents.
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Financial information
BS AG {Parent Bank)

Mote 2 Accounting policies (continued)
Investments in subsidiaries and other participations

Imvestrnents in subsidiaries and other participations are equity in-
terests which are held for the purpose of UBS AG's (Parent Bank)
business activities or for strategic rezsons. They include all directly
held subsidiaries through which UBS AG (Parent Bank) conducts
its business on a global basis. The imestments are carmried at cost
less impairment. The carmying value is tested for impairment when
indications for a decrease in value exist, which indude incumrence
of significant operating losses or a severe depreciation of the cur-
rency in which the investment is denominated. H an imvestment in
subsidiary is impaired, its value is generally written down to the
net asset value. Subsequent recoveries in value are recognized up
to the original cost value based on either the incressed net assst
value or a value above the net asset value i, in the opinion of
manazgement, forecasts of future profitability provide suffident
evidence that a carrying value above net asset value is supported.
Management may exercise its discretion & to what extent and in
which period a recovery in value is recognized.

Reversals of impairments are preserted as Extraordinary in-
come in the income staterment. Impairments of investments are
presanted in Profit/ (loss) before extracrdinary ftems and taxes un-
der impairmeant of investments in subsidiaries and other particiog-
tiors. The classification as extracedinary income or expense of
pricr period related amounts is dependent on whether the invest-
ment in the respective subsidiary, on a net basis, is a partial or full
reversal of impairment (extracrdinary income) or an impairment
{extraordinary expenses).

Deferred taxes

Deferred tax assats are ot recognized im UBS AG's (Parent Bank)
financial statements wnder Swiss Federal banking law. However,
deferred tax lizhilities may be recognized for taxable temporary
differances. The change in the deferred tax liability balance is rec-
ognized in profit or loss.

Equity participation and other compensation plans

Equity participation plans

Under Swizs law, employes share and cption awards are recog-
nized as compensation expense and accrued over the perfor-
mance yaar, which is generally the finandal year prior to the grant
date. Equity- and cash-settled awards are classified as lisbilities.
The employee share option awards are remeasured to fair value at
each balance sheet date. However, for employee share options
that UBS intends to settle in shares from conditional capital, no
compercation expense is recognized in the income statement as
these awards are not a lisbility of UBS. Upon exercise of employee
options, cash received for payment of the strike price is credited
against Share capital and the General statutory resera.
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Other compensation plans
Fixed and variable deferred cash compensation is recognized as
compensation expenses over the performanice year.

Sundry income from ordinary activities and sundry
ordinary expenses

Sundry income from ovdinary activities mainly includes income
from hard cost and reverue transfers between UBS AG {Parent
Bank]} and its subsidiaries and income from lower of cost or mar-
ket accounting of finandal imvestments. Sundry ordinary expenses
mginly include costs for hard revenws transfers between UBS AG
{Parent Bank} and its subsidiaries and expenses from lower of cost
or market accounting of finandal imvestments. Hard transfers of
costs and revenues are performed on an arm's length basis and
are settled in cash between UES AG (Parent Bank) and its subsid-

iamies.
Dispensations in statutory financial statements

A5 UBS Group prepares corsdlidated finandal statements in ac-
cordance with IFRS, UBS AG (Parent Bank) is dispensed from vari-
ous disdosures in the statutory financial statements. Refer to the
conschidated financial statements for more information.

Accounting for pension funds

FINMA Ciroudar 2008/2 ~Accounting — banks™ permits the wse
of A5 19 or Swiss GAAP FER 16 {“FER 16"} in the accounting for
the pension plan and defined benefit plans. Election of the ac-
counting standard may be done on a plan-by-plan basis. 4s of
1 October 2012, UBS AG {Parent Bank) elected to adopt FER 16
for the Swiss pension plan. FER 16 requires recognizing the em-
ployer contributions to the pension fund as personnel expenses.
The employer contributions to the Swiss pension fund are deter-
mined as a percentage of compensation. Under FER 16 it is peri-
odically assessed whether, from the point of view of UBS AG
{Parent Bank], an economic benefit ar obligation arises from the
pensicn fund which, when conditions are met, is recorded on
the balance shest. The finandal statements of the pension fund
prepared in accordance with Swiss GAAP FER 26 (“FER 267) ars
used for the assessment.

LUBS AG {Parent Bank) continues o apply 145 19 fo the Interna-
tional defined benefit plans. As of 1 October 2012, UBS AG
{Parent Bank) has adopted the revisions fo 185 19 issued by the
1458 in Jume 2011, For Swiss GAAP remeasurements of the de-
fined benefit obligation and the plan assets are recognized in the
income staterment rather than equity Key differences between
FER 16/26 and 25 13R incdude the treatment of future salary
increases, which are mot considered under FER 16/26, and the
determination of the discount rate.
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Mote 2 Accounting policies (continued)
b} Changes in accounting policies, comparability and other adjustments

Pressntation of certain structured liabilities

In 2012, UBS amended the balance sheet classification of certain
structured Ezbilites. A5 a consequence, finandal liabilties of
CHF 10.8 billion as of 30 September 2012 were redassified from
Maney market paper issued to Bonds ssued and [oans from cen-
tral mortgage institutions. Had UBS not amended the balamce
sheet classification of certain struckured lisbilities, Maney market
paper issued would have been CHF 8.6 billion higher and Bornds
izswed and leans from central mortgage institutions would have
been CHF &6 billion lower as of 31 December 2012.

heasurement of finandal investments not held until maturity
Under Swiss federal banking law, finandal investments are carried
either at the lower of cost or market value (LOCOWM) or at amor-
tized cost less impairment. In July 2012, the Swiss Finandial Mar-
ket Supervisory Authority (FINMZ) issued a “Frequently Asked
Questions” document that allows the use of amortized cost for
the cost value when applying LOCOWM. UBS adopted this account-
ing palicy chamge prospectively as of 1 July 2012, The change in
accounting policy had no material impact on UBS AG's [Parent
Bank] financial statements.
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Accounting for pension funds

In the fourth quarter of 2012, UBS AG (Parent Bank) adopted the
revisions to 1AS 19 issued by the LASE in June 2011 ("1AS 198" for
the International defined benefit plans, and at the same time ad-
opted FER 16 for the Swiss pension plan.

Further information on the changes introduced by 145 198 can
bbe found in “MNote 1 Summary of significant accounting polices”
to the corsolidated finandal statements. The key difference in
applying 1A5 19R for Swiss GAAP purposes is that it is not permis-
sible to recognize amounts directly im equity. As a result, under
Swiss GAAR all actuarizl changes are recognized directly in the
income statement.

UES AG (Parent Bank) has elected to apply FER 16 for the Swiss
pension plan as it is aligned with the Swiss pension framawark.
Under FER 16 it is assessed pericdically whethes, from the point of
view of UBS AG (Parent Bank), an economic benefit or obbgation
arises from the pension fund which, when conditions are met, is
recorded on the balance sheet. In addition, FER 16 requires that
employer contributions to the pension fund are recognized direct-
Iy as personnel expenses in the income statemant.

The curmulative effect of adapting these chamges in accounting
policy as of 1 October 2012 was a debit to extracrdinary expenses
in the income statement of CHF 3,063 million relating to the
Swiss pension plan and CHF 892 million relating to the Interma-
tional defined benefit plans.
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Financial information
BS AG {Parent Bank)

Additional income statement information

For the year ended % change from
CHF million 311212 AL EiRFAL]
5@

4
Crhesr usinesz divisions and Conporate Cemter 1,177 1,286 L]
Toaal 5,087 3545 44

MNote 4 Extraordinary income and expenses

For the year ended % change from
EHF milfan 511242 EIRFRI] EIRFRE]
e P S eseceseccscssi i e e e, e 21
Revsessl o ingairmants. and peondiiors of sobe s J0d OO QTIIIINE . e, X - .. 2
Frior period refated income 1158 _ L .!B.'l 550

Total extraordinary expenses 14,117 (545)
1 Rfier o “Mote 2 Accounting policies” for mone Infosmation wish regand o thee agoption of FER1E for the Swiss perslon plan and 145 19R for Intemadional defied Benelt pla:
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Additional balance sheet information

Mote 5 Other assets and other liabilities

CHF milfan A2 EARFAI] ‘d“mm
Other astets

Deflermed pension expenses. 1] 2 can {100
Settlerend and deming acoousts 4T0 1 p-1
VT and other tax recefwables. ira 95 an
Recetenkles from subsidiaies 1,784 207 (4]
Ceher receivables [ ] &G (i ]
Total other assets 1007 5,552 (54)

Orther labilities

% change from
CHF milfon 31.12.12 EARFRI] E{REE]
Defermal position for hedging irssusents 3,453 4400 4
Settlement and deaving socousts 757 e X%
VT and other tax payables 451 B =]
Payables bo subsidiaries T 754 F
Crher payabibes” 2,232 1,008 10
Total other liabilitie: 9,553 LA R %
1 Incluzes Dabiities of CHF 1.3 billion arkuing from Snes and dagosgement resulting f 3 kg LB an oiber beachmank raies.
MNote 6 Pledged assets
iz EiRFRL] Changein %
Aesaciated Agsociated Asspoiaind
liahility liabili liakility
Carrying value of  recognized on the Campngualesof  recqgnized an the Canrying value of  recognized on the
CHF milfon pledged assets balance sheet plesiged assets’ balance sheet pledged amats batance sheat
Money market paper 1,880 1,228 3,056 T84 £ 56
Morigage loass! pLEE 21,902 a4 16,566 22 F.)
Securities 43 316 25,889 41,082 1,021 1] n
Medges of precious metaks to subsidias 4,183 1] 4,354 Q 15
Total* 5, 107 50,017 77,152 EN 16 Fu)

1 Theess plediged maosigage kaans seree a5 coliaimal for edsiing Rabities agalnst Swiss ceniral morigage Insitutions and for edsing oowred bord Izsances. O these pledged e, appoaimaiely CF

7.5 biion for 31 Decersber 3013 (31 December 201 1: approdmaiely CHF 5.7 bilion] covld be witsdawn or wsed for fubue Eabiths o oowesed bosd Mnmm‘m coliaieaal requine

RS :mummmiumﬂuuudmummludwumumwm Decervber 2002 CHF 25 Eillon, 31 Decembes 204 1= C5F 2.0 bik
£ * Inibes

Bl 1 Comparative daia has been resahed Sus io a change In e definion of plesped ase “Hote 1b Changes in acoenting polices, dity, and aiher ad) d
saiements for move Information.

UBS AG (Parent Bank) pledges assets mainly in securities lending  actions, as secunty deposits for stock exdhanges and clearing-
transactions, in repurchase trarsactions, against loans from  house memberships, and in connection with the issuance of
Swiss mortgage institutions, in connection with derivative trans-  covered bonds.
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Financial information
BS AG {Parent Bank)

Mote 7 Swiss pension plan and Intemational defined benefit plans

a) Liabilities due to Swiss pension plan and International defined benefit plans

For e year ended
CHF miliion LINFAF) EiIRFAL
Provisions for Swiss pension plan 0 1]
Provisions for Imensational defined besefit plans 510 ]
Total provisions for Swiss pension plan and Isbermasional defined benefit plars! 510 ]
UBS debt imstsuments aad bank accounts at UBS held by Swiss pession fusd &11 516
UBS derivatiwe fisancial imstruments held by UES Swiss pension fusd a k]
Total llabiities due fo Swiss pension plan and International defined benefit plans 1219 50
1 Refer sc.“Note 8 Allowarces and vkl
b} Swiss pension plan®
s of or for e year ended

CHF miliion H.azi2 AL
Pension coat recognized in UES'S income statesest under 165 15 ussl 30 Seplember 2012 (128) %3

o wivich; cument senvioe cost 57 353

ofwhich: past senvoe cost rlaled fo plas amevdeent (485) [+
Employer contibutions for the pericd recognized in UBE'S income: silement usder FER 16 fram 1 October 2012 o8 W
Perlormancs awaeds related emploger contributioss acoued 14 LY
Total pension expense recognized In UBS™s income statement within Personnel expenses? (&) 53

1 Thee pension plan surphes of CHF 4,115 millon as of 31 Deoenber 3012 00HF £,00% million as of | Ocister 301 7) ks deteomined In scoowdanoe with FER 365 and conskeis of the wserve for the Sechuaition b sset vabee. The
sarphues o ook epesent.an sxznomic berelit for UBS In amosrdancs with FES: B8 a5 of 31 Devember 300 2 20 1 Ociober 3012 2 In addion, edwodisary eqperses of C5F 3,063 million were recogaied in the lncome sabe-
ek nelated fe changes In accountieg for the UES Swiss perskon plan. These 7 veversal of e oo of CHF &35 mlllom shown 2 25 e Pas? serdos oost relates] i plan amendments.

The Swiss pension plan had no employer contribution reserve im 2012 or 2011, Detzils on the Swiss persion plan and International
defined benefit plans can be found in “Mote 30 Pension and other post-employment benefit plans™ to the consclidated finandal state-
ments.
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Mote 8 Allowances and provisions
Prostsiones  Beooveries, doebt-
applind in ful imipsest, cor-

sonrdance  sendy trasslation Prowizions
Balance at withther  differences and released W pronimions Ralance at
CHF milfan AL specified pupose  redassficaiions o income  charged &0 income M2
Default risks 802 1125 Ll [220) Fad] 754
ofwiich specifc sl e o due from ¢ and
modgage kans L1 129 ) (163 125 L
o which; specic slowances or due from basits ir -] [} @ [ 22
e which: collective ioan kosr allbwances ' 128 2 12 115
off which proviniovs v doen comentments and gowantees =] 1 [Fail] Fd 47
Operational risks 2 [{F] 1] 8] 15 23
Lisigasion risks™ 101 [0, sz 51 [47] 15484 501
Restruchuring 191 {151) 114} (53] 1.650° 1812
Redl estaie® 100 ik 9 [L] 3 L
Employes beneSits. 216 (55) [E1] {61) 141 235
Defined benefit plans. ] 24 19 FrFIy 645" 510
Prowisions relabed o parental support provided by
UBS AG {Parent Bank} to subsidiaries is the form of
indermnities, letter of support, letters of endertaking
and similar agreements. 258 {285 18] -2 B4
Defermed bases 3 & Fi 0
Ceher provisions® 257 1] 1471 3 0 EE D
Total allewanses and provisions 2150 (1,821) a2 {E25} 4,347 4,142
ligwences deducied from amats T3 )
Total allewanses and provisions a5 per balance shest 1412 3415
1 Malnly melaies o due fom costomers. = Indedes provisions for Igation sseking fom seouity risks. :m_m;umhnlmmm-mmmmm-m
payies, presed 19 “hiose 5 Other usets ) Ceher kabithes” for Babilities, which 2 nc longer ercesain in fiming o aoent. 4 Wainy rebies g o s and disgong
g UBOR and other mies 5 Referbo *Kobe 39 Swhs Inthe e for mase i “'nqnlnmm
m:ﬂmmﬂ Law with t- al & Inchudes fone dar anevas lease coniracts of CHF 32 millon a5 of 30 Decersber 301 7 {31 Deoenber 3310;
CHF 30 mill) and ] oot s 1“"‘"1 muﬁ:i:'mmmdmmmmnmmmturmm 7/0f e total rebeane of CHF(233) milion,
'CHF (1 15y million related 1o the m of s |mh1unmumd defined benvedit plans. Of the total charge i Income of CHF £45 milion, CHE 610 million related 1o 55 off IS 198 for The Inbermaticn-

al delined benofit plans. The et expeage of CHF &30 million (CHF 610 milion charge less CHF 119 millon nedsase) was recnded 25 extracndinary evperse. o indledes 2 selnvestrment efiel prosision relied to the sale
of LB Pactual in 2009,
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Financial information
BS AG {Parent Bank)

Mote 9 Statement of shareholders" equity

Total sharehalders”

R for equity (before
thare  Gespmal statstory L] Other Profitf{less] distribution of capital
CHF milfian capital ESETEE shares resEvEs or tha year cantribution reserve)
As of 31 December 2010 and 1 January 2011 383 27,319 431 4oz 8,123 2719
Capital increase 14 "
Profiti{los=) appropeiation 4,575 1,598 6,123} o
Frior year dividend o
Profit![losz) for the period 5440 5440
‘Changes in resterve for own shases A43F 634 {1,068) 0
Az of 31 December 2011 and 1 lanuary 2012 83 32,150 1,068 934 5,440 40,174
Capital incresse o F ] 26
......................... S0 15,4400 0
(379)
1178 1M o
Az of 31 December 2012 384 31,997 ] 8,551 (B E45) 22176
Mote 10 Share capital and significant shareholders
Far valee [Ditvidend bearing
Ha. of shares Capisal in CHF No. of shares Capital iin CHF
As of 31 December 2012
kzued 3,835 750,233 FR3525,023 B M4TAR3ETS 374,748 307
ofwhich: shares autetinding 5,747 370,602 I TIT 083 BT ETOE32 374, 707 063
o wiiclh treaswuy shanes held by LS 4G [Paron? Bank)" &7 TE 359 & T78 838
o wiich; ireaswey shares held by subsiciaries of UES AG [Farest Bank) 95,242 LEF] LLFCF 234
Conditional sharm capital 825,510,952 &2, 554,059
Az of 31 December 2011
ksued 3832,121,889 383,212,150 3,747,370,00 74737080
oifwitich: shanes awtstnding B 47066 348 R4 716 ERS 3 747 168 348 274 T8 ERS
o wihich: nsaswy chares held by U35 AG (Farost Bank)" B4, 751,098 E47S 110
o wiiclhy treaswuy shaes held by subsiiaier of LS AG (Parast Bank]” 2455 20,448 204455 20,448
‘Condifional skam capital 628,639,326 2,863,933
1 Daring 212, 11443 miflion treasusy shares wens acquired ai markes prices and 1114 million teasury shares wene disposed of, mally el o delbvery off shenes. phzpee share based comg plams.

Conditional share capital

As of 31 December 2012, 145,510,992 additional shares (31 De-
cember 2011: 148,639,326 shares) could have been Esued to
furd UBS's employee share option programs. Further conditional
capital upto 100,000,000 shares wes available in connection with
an arrangement with the Swiss National Bank (SMB). The SHB pro-
vided a loan to a fund owned and controlled by the SNE (the SNE
StabFurd), to which UBS transferred certain iliquid securities and

470

other positions. As part of this arangement, UBS granted war-
rants on shares to the SMNE and these warrants become exercisable
if the SME inours a koss on its loan to the SMB StabFund.

Further an 14 Agril 2010, the Annual General Mesting of UBS
A£G {Parent Bank) shareholders approved the oreation of condi-
tional capital to & maximum amount of 380,000,000 shares for
conversion rights/warrants granted in connection with the issu-
amce of bonds or similar financial instruments.
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Significamt shareholders

According to disclosure notifications filed with UBS AG and the
SIX under the Swiss Stock Exchange Act, an 30 September 2011,
Morges Bank {the Central Bank of Narway), Cslo, disclosed a hald-
ing of 3.04%. On 12 March 2010, the Government of Singapore
Imvestrment Corp., Singapore, as benefidal owner, disdosed a
holding by the Government of Singapore Inwestment Corp. of
£.45%. On 17 December 2009, BlackRock Inc., Mew York, dis-
dosed a holdimg of 3.45%. In accordance with the Swiss Stock
Exchange Act, the percentages indicated above were calculated in
relation to the total UBS share capital reflected in the Artides of
Association at the time of the respective disclosure notification.

Information on disdosures under the Swiss Stock Exchange Act
can be found on the following website of the SE hetooiwman
six-exchange-reguiation. comichiigations/dischosuredmajor_share-
hoiders_en. k.

According to our share register, the shareholders (acting in
their cwn name or in their capacity & nominees for other inves-
tors or beneficial owners) listed in the table ~Significant share-
holders” below were registered with 3% or mare of the total
share capital on 31 Decemnber 2012, 2011 and 2010.

= Refer to the "Corporate governance” section of this repart for

more information on sSgnificant shareholders and shareholders
participation rights

Shareholdars registersd in the UBS shares register with 3% or more of shares issued

IRFRF] FIRF]

Total nominal Tetal sominal
Quantity vadue {CHF million) Share % Guantity  vatee {CHE million} Share %
Chase Hominees Lid, Londen 457,784,081 T e 415538400 o 1055
DTE {Cede & Ca, Hew York' 202,368,918 m 538 270,88 A0 b1} 17
G of Singagon | Corp.. Singap 255317417 b1 BA0 5481602 b1 841
Hortrest Nomizees Lid, Lenden 147,144,758 15 84 1E091751 1 230

1[0C | Cader & Cin, Wiewr York, “Te Depexitory Trist Compary *, ks 3 US secuilties chring coganization.

MNote 11 Transactions with related parties
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Transactions with related parties (such as securities transactions, payment transfer senvices, borrowing and compensation for depaosits)
are conducted at internally agreed transfer prices or at arm's length. Refer to the “Compensation of the members of the Board of Di-
rectors and the Group Executive Board” section for information on loans granted to GEB and BoD members. Amounts due from/fto

subsidiaries are disdosed on the “Balance sheat”.
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Financial information
BS AG {Parent Bank)

Off-balance sheet and other information

Mote 12 Commitments and contingent liabilities

EDINETOOOO
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% change from

HF milfon LY FR EARFA]] EIRFAL]
Contingent llabilities 115,254 137 661 {16)
ool Gowaniees do dind' nantier relaied fo subsiciener 7515 14,072 [riil]
e wiich: credit g s simmilar i TE78 7525 1

o wiioh parfirmance granysises s Sioisr oot 2847 2 84¥ [

o which: docusentary cradits a7y & 151 n
Inrevocable commitments 64,430 66,107 3
ofwihiche e commimends 7448 &4, ol 5

o il wdenweiling comefmants a 850 fraq

o which: payment comefmant sised & deposk intvance a2 955 2
Forward starting transactions’ 11,510 4117 {29)
o wiich: soverss reparchase sgreamanis 2254 28 491 ]
ool secwnilies bomowdog agreemants 249 5oy (50

e which: spurchase agreements 10,540 FLbk ] 53
Liabiithes fior calls on shares and other equities 3 126 {50)

1 Cash o be paid in the futore by ether UES or fhe counderpassy.

The table above inchudes indemnities and guarantees issued by
UBS AG (Parent Bank) for the banefit of subsidiaries and creditors
of subsidiaries.

UBS AG has ssued a guarantee for the benefit of each coun-
terparty of UBS Limited. Under this guarantee, UBS AG irmevocably
and unconditionally guarantees each and every cbligation that
UBS Limited entered into. UBS AG promizes to pay to that coun-

In instances i which the indemnity amount isswed by UBS AG
(Parent Bank) is not specifically defined, the indemnity relates to
the solvency or minimum capitalization of a subsidiary, and there-
fore no amount is induded in the table abowe.

In addition, UBS AG {Parent Bank] is jointly and severally liable
for the value added tax (VAT) liability of Swiss subsidiaries that
[belong to its VAT group. This contingent liakility &= not indluded in

terparty on demand any unpaid balance of such liabilities under  the table above.
the terms of the guarantes.
Mote 13 Derivative instruments’
LR EIRFAT]

Notional

amount Haotional amoent
CHF millon, uslers indicated otfensie PEVY MR {CHF billion) PRV NRV? GCHF Bilion)
Imtesest rrie conracts T SET 234,018 B1 264 146 252,715 36,00
Credit deriaafive contracts 31,935 13,152 2,400 &7 364 620 2137
Fareign eachange comtacts 23,808 493,430 B, 6E5 a7, 158 §06,117 613
Precious metal contrads 1,785 118 109 4153 Lk -]
Equity/ Indax contracts 13,397 15,018 0% 16,538 18,108 416
Commodities contracts, excluding precioes metal contracs T 853 L] 775 1,012 110
Total before netting® ¥ro. x93 3,608 17,918 450,173 444 547 45,504
Replacement walue netting 235087 235,087 3BE 553 385553
Tetal aftar netting 35,206 43,518 64580 58,004

1 Etncaind embodded derivatives are pseied In the sme balnoe shee Ine 5 the Bost coniad: and ane exciuded from this table = PRV Fodites replacoment sl 3 MY Kegathe sepbosmeont wive.
appiabie

4 Feplacemernt salves ane preseniod ret of cash coliatenl, mhee

472
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Mote 14 Fiduciary transactions

% change fram
CHF milfan 544242 EARFR] EIRFRL]
Deposits:
wish third-parsy basks 8178 2375 134
with subsidiaries 2,281 2346 1]
Tatal 8,438 11,74 | 25)

Fiduciary transactions emcompass transactions entered into or  Note as off-balance sheet fidudiary transactions. Client deposits
granted by UBS that result in holding or placing assets on behalf  which are initially placed as fidudary transactions with UBS AG
of individuals, trusts, defined benefit plans and other institutions.  (Farent Bank) may be recognized on UBS AG's (Farent Bank) bal-
Unless the recognition criteria for the assets are satisfied, these  amce shest in situstions in which the deposit is subsequently
assets and the related income are excluded from UBS AGs{Parent  placed within UBS AG {Parent Bank). In such cases, these deposits
Bank) balance sheet and income statement, but disdosed in this  are not reported in the table above.
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Financial information
BS AG {Parent Bank)

Compensation of the members of the Board of Directors
and the Group Executive Board

Total compensation for GEB members for the performance years 2011 and 2012

CRE sare whan indicated®
dreual dnrual Anneal Aenual Contribu-
mmediste performance  perfomeance prriormane  pesformance tions by
cash award award Deefared| award avward refisement
ffor 2011 wnder ender  cash under usder e Benefits bnefit
Hame, fuscion Fortheyear  Base safary  usder CEFF EOF [T RS P WEOM  inkind  plmt Tatal
Sergio P Ermotti, Group CEO 2012 2,500,000 0 ZES0000  2440,000 = = - 63500 201088 @ATOSAR
Sergio P Ermatti, Groep CEC? 2011 1394445 55300 = - 110800 SRLOOD  1BA4000 195450 150816 A3SOTIH
Cwaid 1, Griibel,
former Group CEOY 211 2,191 567 0 = = o 0 0 asem 0 1IMEm
Robert 1. McCane,
CEO Wealth Manage=pat
Ammarizas {hichest-paid
afier Gooup CEO) iz 1373,130 0 AFBETY  BASDAH = = - &0 G110 &555.34
Bobert 1. McCane,
CEO Wiealth Managesemt
Amaricas {highest-pad) 211 132153 1869293 = - MBS 1557684 3115388 AT063 6364 9183205
Aggregate of al GEE W12 16,273 460 0 3355567 20,503,713 = = - GA0GE3 1235716 TO407.181
b it vt I ol 3 15,862,737 11,579,355 5 - BET4SI0 0A0LIT MOBO4ITA 1065601 S95250 T0U134314
at the end of the pear
Ahogregate of al GER W12 1593 10 [ o [ = = — 1058 1479 1713982
members who - -
hgﬁwmﬂ 2011 4155600 509.200 1,165,759 O GERTER 171554 BO4S  T.0457E
11 2001 1, for Sesgio P Esmor, due tn appiicable LK Fa, detemed cash Indvdes biocked shares. 1 Serglo P, Emoti was appoiied on 1 Apel 2001 25 GES member and Regional G20 of Ewape, Midde

East and Africa. He was appointed a5 the nesn Guep (B ad imiesim o 24 Sepiemiber 2011 and confimmed 25 Groug CEO on 15 Mosember 3001, 5 Oswald L Gribel sepped down on 34 Sepiember 2011 a5 Goep
CEQ wMemberand distrietion of GEB membees 11 GEB membets were in ofice on 31 December 2012 andl 17 GEE membess west I offics on 31 Decersber 2010, = Bumber and distribusion of fommer GE2: mem
ez 31007 Inchedes three monshs in offioe as & GEE member o Adesander Wilmot-Sbwel and 10 monthes in oo 25 2 G52 member for Carsen Kengeter 301 1- incudes frae momths in offior 6 a GEB member for o
Cryan, vine monthe for Ogwald | Grithel andl 11 montts for Waueen Wishosic

Explanation of the tables cutlining compensation details for GEB and BoD members

&, Local currencies are comented irto CHF using the sxchange rates 54 detailsd in Note 38 "Cumrency trandation rrtes” in the "Financisl informetion” wction
i Whid repon.

b For perfarmance year 2012, no immediate cish was paid. For performances year 2011, 80% of the 2011 performance award veas granted in the fam of
Cash Balance Plan swards, of which 50% & paid out immedistsly (representing 24% of a GEB members performance award). The balance i paid out
in equal installments of 20%, each over the subsequent Do yesns, snd i subject b performance adjustrents,

. For EOP awards for the perfomance year 2012, the numiber of shares sliocated &t grant will be determined by dividing the amount communicated with
the aversge price of LIBS shares aver the 10 trading days prior to and including the grant date (15 March 2013), which for notional shares B adjusted
far the estimaned value of dividends paid on UBS shaned over the vedting period. As the grant date oocurs after pubication, no share price is yet svailabis
&t the time af publication,

. DCOP gwadrck vt ins full after vess S of the fve-year vesting pefiod. The amount reflects the amount of the natiohal bond exchiding future notiohsl e
et The notional interest rate is 254 at 625% for swards denominated in LED and 5.40% for awards derominated in CHE,

&, For PEP swards for the performance year 2011, the number of performance shares allocated &t grant has been determined by dividing the amount cafm-
municated with CHF 1252 or USD 13.75 (besed on the sverage price of UBS shares over the last 10 wading days of February 2012 sdjusted for the esti-
mated value of dividends paid an UBS shares over the vesting pericdl.

1. For SEEDP swards for the performance year 2011, the number of shared allocated at grant has been determnined by dividing the amount communicated

with CHF 12.92 or USD 14,19 {for actual share<) and with CHF 1252 or USD 13.75 (notional shares), based on the aversge closing price of UBS shares

et the last 10 trading diye of Februsey 20102, which for motions| shares & adjusbed for the estimated valie of dividends paid an UBS shares over the
wiitifig pefiod,

Berwfits in kind are all valued &t market price, for example, heshh snd welfare benefits and genersl expense allowancs.

Swid enpcutives participate in the wame persion plan as all other employess, Under this plan, UBS makes contributions to the plan, which covers compen-

axtion of up to CHF 835,200 (CHF 842,400 as fram 1 Jnuary 20130 The retiement benedits consist of a persion, & bridging persion and s one-alf payout

aof secumulsted capital, Employess must alss contribute to the plan. This figure ssciudes the mandanory employers socisl sscurity contrbiutions [AHY, ALV,
bt invcliedes the portion sttributed 1o the employers portion of the legal BYG requirernent. The employee contribution is included in the bise salary and
anniisl incérrtive swand component, n both the US snd the UK, enior mansgement participstes in the 1ame perdion plars &4 all other employss, In the

LS, thene are separite pendion pling for Wealth Management Amenics compared with the other business divisians. There are generally two different types

af pention plard: grandiathensd plirs and princpal plane. The grandfathered plans, which & no lRger open 1o Few hifed, operate (depending on the

shovermentioned ditinction by business division) either on & cash balinos bisk or a caeer sversge Saliny basis. Participents acorue a pention based on their
snnisl compendastion Emited i USD 250,000 for USD 150,000 for Wealth Management Americss smployees). The princpal plans for new hires are defined
contribution plans. In the defined contribution plans, UBS makes contributions to the plen based on compeniation and Emited to USD 250,000 {USD

255,000 & from 1 January 2013). US management may also participate in & 4090k defined contribution plan fopen to all employees), which provides a

imited company matching contribution for employes contibutions. in 2012, Wealth Mansgement Amencas employees with & compensation in exess of

USDr 250,000 did nat receie a compary match. Efective 1 lenuary 2013, the match waes reratated for thess employees. in the U, mansgement partici-

pabed in either the principal perdion plan, which operates on g defined contribution basia and i lim@ed 1o sn earningd cag of GBP 100,000, or a grandls-

thered defined benefit plin which provides & pérdioh upon relirerment based of canesr average base asliry (indwvidial caps introduced & of 1 July 20100

;e
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; Share and option ownership/ entitlements of GEB members on 31 December 2011/ 2012"

Hember of Prle=tialy Patentially
usvested Humbesof  Total number conferred voting Humer of m'rh'm:lmﬁq
ame, fuscion Fortheyear  shares/atrisk’  vesind shares of shanes rights in % options’ rights in %’
Sergio P Ermotti, Group Chief Executive Cificer W12 s 41,960 2,888 a3 0 0000
201 i a 0 0000 0 0000
W12 506,132 126,098 632,230 0030 0 0000
Warkes. U Diethelm, Groep General Coursel 2011 180,047 1,506 445,540 ooz 0 0000
Ioitn . Fraser, Chaimmen and CEQ Global Asset Masagement 2012 G159 315,270 231,799 a5 84531 0042
2011 450,707 Ha14 741,121 0034 1088795 0,050
Lkas Gihwile, CEQ URS Switzestand and W12 412,15 55,537 507,736 ans 0 000
CEQ Retail & Corporate 2011 192,291 nHT 10 ania 0 0000
Carsten Kengeter, former co-CEQ Imvestment Bask® 012 - - - - - -
201 71,575 BE016 1527591 0070 505,000 a1
Ulkich KcErmer, Geoup Chief Operating Officer, W12 6, 284 121,837 T2 005 0 0000
CEQ Corposat Centes and CEQ) Grosp EREA, 2011 15,00 95,507 £B4607 an? 0 0000
Philip | Lofts, Gomp Chief Risk Oicer W12 542,800 165,789 T, 1 003 536,173 [T
2011 WA 150,772 539,306 [T ) LA AR FE i)
Sobert ). McCans, CEQ Grous Americas and W12 SR,ATY 10,112 676,507 a0az 0 0000
CEQ izalth Managesest Americas 2011 30047 a 130,047 anis 0 0000
Tem Maral, Group Chief Financial Cices W12 0,757 1A0E 574,360 anzr 535,291 [T
2011 7 153,855 215,004 a0t 1046122 0048
kindrea Oreed, CEO Imvestment Bank W12 1755681 o 1.TE5Ee 0084 0 0000
Alaxader Wilmot-Sibwell, forme co-Chainman and w012 = = = = = =
oo-CE0 Goorep Asia Pachic” W01 456,551 10955 T16,508 0033 358807 0016
Chi-Wan oon, CE0 Group deia Pacific W12 470,355 0,760 545,746 andi e [ ]
2011 06,515 0,31 656,026 0030 21392 00s
Jiwg Zeltner, CEQ UBS Wealth Management W12 522,500 mam 560,82 aneT 208,083 00
2011 106,457 11,75 8242 a5 205470 0008

o e g i o i s o il ol Pt F.;':.mmm:rm&::m:m e e

panicipatizn and ofber compensation plans * i e *Fisancial infemation® secion of 5 nepost for mane Ik Thgits ane dng. s GEB members whe sispped down during 2012

i
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Financial information
BS AG {Parent Bank)

Compensation details and additional information for non-independent BoD members

R ecot whase indicated®

Anreal Contsitutions

performance: Annzal %o retisement
Mame, fuscion® For the year Basn mlary award (cash) stame award  Benefits in kind® benefit plars® Total
Aol A Vet Chisian cerorrrrrerert N dreeererer TR T 200090 it PO A
il - - - - - -
Kaspar Villiger, former (Rainman 2012 354,167 - 20,0007 54 508 - 609053
2011 A50,000 1] 00,0007 144,568 o 1,454, 568

1 Mol & Wisher wx; the only non-indepenent member in office aa 31 Decereber 200 2; Kxpar illiger 2K not stand far nelaction at the AGN on 3 lday 2012 ExparWiliger was the only ron-independent member I
oo on 31 Deoamber 001, 2 These shares are bloced for foer year.

Remuneration details and additional information for independent BoD members
CHE ecogt where indicated®

L]
i E “ E
E gre= E Forthe
l!‘ E perind
i I SEEEiiﬂmm Commities Barits  Addioral S Number of
Mame, fuscion’ F L) Ew wrmwr =B kG Bazpfee  retanedls) imkind  payments Tosal pl'l:mhgt’ shases ™+
Whichel Demané, M M M EIS000 0,000 /0000° 875,000 50 34M3
Vien Chayimesn M " WG ZS000 00000 O000° 75,000 s s
Diawid Sichweell, M C MM B5000 S00,000 250000° 1,073,000 50 42067
5‘“”"""‘"“"'"‘“'“" " € MIEN? IS000 0 S00,000 20000° 1,075,000 sy A
Raizer-Mar: Fray, M M ORI AIS000 ED0000 625,000 00 46367
meber M MoO002 BIS000 00,000 723,000 00 6LES
h’mum b1 kT ] - - -
formes M M WD IIS000 0,000 523, 000 50 23907
ks E Gadhehens, M C WA II5000 500,000 825,000 50 1216
member M C M WD 35000 550,000 78,000 50 30845
dmel P: LoSmann, M MM 5000 E0000 625,000 00 46347
member M M OMAAEE2 335000 FE0,000 573,00 00 49632
mgmpm M C WA IS000 0,000 525,000 50 2053
J M C WD IAS000 0,000 525, 0080 50 23807
Helmut Parice, M MO 25000 EO0000 625,000 50 4452
member 7] MM 35000 300,000 625,000 50 2BASD
Willa= G Pamatt, C M WAHINE IG000 350,000 675,000 50 26408
member C 00N HIS000 W00 625,000 50 2BASD
Isabelle Rosy, M M HAHINE IS000 H00,000 625,000 50 24452
memibes 11012 - - -
Eaatrics Woder & Maur, M M WNHIE IGO0 FS0,000 575,000 50 22486
memibes 11012 - - -
m‘m, MM MM IS0 250,000 575,008 50 22486
MM 2002 35000 250,000 578, sl 50 26,183
Total 2012 7,625,000
Total 2011 7,000, 060

Legend: C = Chaipeson of the respectia Commines; M = sember of the sspecive Commities

1 Theere: were: 11 Independent So0 members b officr o 31 Decemiber 3013 haballe Fomsy and Beatioe Werer i lslawrn were appolried 27 the AGM on 3 May 2017 a0 Eruna Gehrig did ok stand for sedection 2t the
B3 on 3 May ML Taere were b0 independent BaD merbers in office on 21 Deoember 2071, Joseph Yam = at the AGM an 18 Apl 3011 and Sally Boit stepped dosm om 11 Rebeary 3011, 2 Fees
e pakd S0% b cash and SO0% In bloded IS5 shares. Hosewer, Independent BaD membes: n elect to have 100% of ther semusestion pakd in bocied UES shams. 1 Far 3012, shares valued 2t CHF 15.03 (swrage
e of 105 shares aif SO Swhss Enchange over the kst 190 trad ng days of Febmuany 20131, and were granted with a price discount of 15% fora new value-of CHF 12,78, These shares ane biocied farfour years. For 2001,
mdm-mpllﬂmmdmdn-mmrd-pmhlu1u|:-ngq:u‘mnqmn—mpmﬁ:pmmtuluimmmuunmm
shares are biocked for fourpears. s Kumber of shares s redued b case of e 100% dledd p e Sser o
=13 smmummﬁmm_uhmmﬂ-mmw
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R ecot whase indicated® For the year Total
Aggregate of all Bolr members il 11,802 434
Folll 5,454, 568

¥ Mumber of shares of BoD members on 31 December 20111/ 2012"

i Mame, fusciion For the year Mumber of shares held ‘Woting rightts in %
Aapl A Webes, Chaisman? 12 200,000 0010
011 -
Kaspar Villiger, former (Rainman® 2 -
011 43,440 0002
Michel Demand, Vice Chaimman M2 & 175 0006
2011 76,334 0003
[Diarvind Sidweell, Semioe lndependent Dinecior 012 149,159 0007
2011 00, 247 0005
Raizer-Manc Frey, membes 2012 WE2ETT Liied
2011 00,042 0005
Beeno Gehig, former mentber’ 2 -
2011 54 405 0002
Ana E Gochehene, member 012 81,286 0004
2011 41,441 0002
Aapd P, Lekmann, member 012 139,603 0007
2011 Basm 0004
\Wilfgang Mayrhubes, member 012 38557 0002
2011 15,060 0001
Helmut Panke, member 012 137,752 0007
2011 09,332 0005
Willlam G. Famett, mesber 012 91,078 0004
2011 62618 0003
kabelle Bomy, member’ 012 o 0000
2011 -
Beatrice Weder di Maeno, member’ 012 o 0000
2011 -
Joenph Yam, member 012 26,183 0001
2011 '] 0000

1 This table Inclases biockee ane unisiocbed shares heid by oD memiers, incuding refabed partios. Mo optioes were garied in 7011 and 7012, 2 ol & Vesher, kabele Aormy and Bevio Weder dl Masrm wene ap-
poined at the G oo 3 Way 2012 3 Kaspar Villgerand Brono Gebrig did not stand for reelecson at the AGW o1 3 May 1012
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Financial information
BS AG {Parent Bank)

;Cmmensatinnpiidmfmrﬂnﬂaﬂﬁmmﬁem'
o CHE encondt whose indicated®

Wame, fuscion For the year Compensation Benetis in kind Total
Former Bol membars ik Li] 1] 1]
Fil] L1 o ]
Miggregate of all farmer GEE membes? ik Li] 25,465 25,465
Fil] L1 o ]
Aggregate of all former Bol asd GEE members Mz L] 25, 465 25,865

2 L ] 1]

1 Compensation of remuncration that b conmected with the former member's actsity.on the Bal o GEE or that ks notat market condivons. = lchdes one forme: GEB merrber In 2012 a4 no fwmer GEE memier in
201

;Tmalnfdlvutedmduwesmlshmsnf GEB members'-?
o

{f which
Tedal wished Of which wessing
13 a4 015 16 2017
Shares on 31 Detember 2012 3414,568 1,531,295 952,668 583281 347324 '] ]
22 3 Jotd 015 216
Shares on 1 December 2011 1BE1ABT 1548580 &08, 037 2900631 &5 268 BB 5 1]
1 Inchusies rebbed parties. 2 Excludes shares granbod under varkble comg plans sih dxatiure p
iTmluflendmdaﬂuﬂndmdd’anufﬂqun'bu’s'
OF wihich
Total unblodad O wetich Blodaed until
Fai ] Fil 015 Fall
Shares on 31 December 2012 1,142,954 56,624 302118 204,752 231,501 347919
2 i3 4 2015
Shares on 1 December 2011 48,084 12,175 9,345 115,650 125,955 2175075
1 Inchadies relabed porties.
478
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Tatal
Far e numberof Mumberof Yearof  Vestiag Expiry Strike
yoar options®  options”  grant date dake price
Segho P. Ermott], Group Chief Executive Officer
Markus L. Diethelm, Group General Counsel
012 0
o1 0
John A, Frasec, Chairman and CEO Global Asset Managemend
12 BEASI 1FT8R4 D003 3002006 31002013 USD225E

0z NI IS NM
e MOBXND  CHFITE0
o0 NI ISDS
004 0204 USD3AAZ
005 MO2HNS  USD A48
ML140  M06 010305 MOZIE CHFTRST
170512 2007 010300 MOZFNT  CHFTIET
Lukas GEhwiler, CEO URS Switzerland and CEO Retail & Corparste
12 a
i a
Carsten Kengeter, farmer co-CEO Investment Bask?
mi2 =
wi 000 S05000 H0S 01033013 27122019 CHF 400
Urich Kirmer, Group Chief Operating OMficer
CEO Corporate Center and CEO Group EMEA
miz 0
mi [
Philip 1 Lofts, Group Chief Risk Officer
miz 53,173 9905 01 01033004 31002013 CHF2TEN
9500 01 OL03I00S 31012013 CHF2TEI
9574 M0 010306 31013013 CHF2TE
1833 W03 01032004 FO220I  CHF26E9
1830 W03 O1L0ANGS MLO2MI CHF2EE
1830 W03 01033006 MO2NII CHF2EES
35504 H004 0L0IM0S ITO22014  CHFA4ER
5534 004 OL0INO0E ITO22014  CHFA4ED
BEN 004 0L03M0T IO2X014  CHEA4ER

Vesting

Total
For the nusher of Mumber of Yearof
year opfions”  aptions date

g

Fhillp 1. Lofts, Group Chief Bisk Officer jeontinued)

EDINETOOOO
00000000000 0O(E05852)
ooOooodn

2007 01032000
008 0103001 MOZM0IE  CHF 3566
P 002 FO1LM0E 300012 CHF 3649
002 000 IE0NE CHE 3649
002 FOI005 300012 CHF 3649
002 MO0 MOZH0NY  CHF3EES
002 MO023004 JRO02A012  CHF 3665
007 MOXI00S MMOZH0NY  CHF 3RS
G585 03 01032004 3013003 CHF 2T
G580 003 01033005 IO CHEZTER
9574 03 000320068 3013013 CHF2TEN
1823 003 00033004 JMOZI0NY  CHE2EIG
1,830 M03 010205 M02.2003  CHF 2639
1830 03 01033006 MOZNNY  CHE2EIG
5524 04 01022005 27023004 CHF4433
155 04 0103006 FO0ZN004  CHF4432
RS 04 00022007 27023004 CHF4433
117,080 1005 01033008 MO02N005 CHFS2I2
117,227 2006 01033009 20022008 CHFTZS?
B5256  2OOT 010330 MOZNT  CHFTRE?
T4.599 M08 01022001 20022008 CHF 3566
Robert | McCann, CEO Group Americas and
CEQ Wealth Management Americas
il 1]
2011 1]
T Haratil, Group Chief Ananclal Gdficer
2 SI5.291 6947 M0 INO0I3006 IOIIONR  USDERSA
4,262  M02 20022005 20022003 USD 1953
145962 2004 01033007 F0X3004  USDEEMD
166,010 2005 01022008 20023005 USD4api
142,198 2006 01033009 MU0XI00E CHET2ZS?
13,277 2007 000323000 20023007 CHFTIE?
181,640 2008 01033011 MOXI0NE  CHF 3566
100,000 2008 01033012 27023009 CHF1135
201 1046, 122 35524 2002 3012003 301002 USD 124
1553 3002 301004 3013063 WD R4
IS5M 2002 MO01005 300602 U4
4,262 202 022004 M0XNM2 UM
63847 2003 1013006 3013003 USDERS3
4,262  M02 2802 2005 2002213 USD 1953

1 This tahie Iecheies 2l optizns ol GEH membes,
sedtim o 1his report o mere inkmwation. 4 GEB
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Financial information
BS AG {Parent Bank)

Q‘.ﬁstedandmvsmduﬂ:iuls of GEB members on 31 December 201172012 (continued)

Total Total
Fortte  numberof Mumbeof Vearof  Vesfing  Expiry Siike  Forthe  nusherof Mumberof Yewof  Vestng iy Shike
yar apons’  opticns’ price

your options’ _ optiens”  grant date date price gt date date
Tam aratll, Growp Chief Financial Officer jrontinued) ChiWon Yoon, CEO Group Asia Pacific (continued)
145562 004 OL03I0OT ITO22014 USDIRAZ M £23258 11577 2002 MOLH0I N0 USDAIM
MWE0N 005 OLO3IOOE RODAOIS  USD 440 11,229 M0 301004 BLGLIND  USDH4
142180 06 01033005 BROD20IE  CHFTLST 11,227 02 3O01M05 IOLINZ  USDI4
1T W07 0L03I0N0 IRO2.301T  CHFTIET 3357 2002 M0N0 MM LSBT0
1,640 M08 G100 MO2201E  CHFISEE 6445 2002 20023004 MO2ION  USDITD
WO000 M09 OLOAIND 0208 CMFMLE L84 2002 JRO2I005 MRORIOND  USDLTD
BEAE 2003 01033004 301I01  USD 48
Andrea Oreel, CEO Imvestment Bank BA4Z 2003 01032005 30LI01  USD XS
012 [ BEIS 2003 0033006 30101 USD 248
i - 4362 2003 JMO2IN0S JROZI0ID USD1853
3304 2003 0033004 JROZI0ID USD1953
Abexander Wilmot-Sitwell, former co-Chaimian and co-CEO Growp Asla Pacific! 33N 2003 OLQ3I005 JROZI0I USD1853
w2 - 33N 2003 OLO33006 JRO2I0ID USD1953
mi IIPOT 53202 005 OLOAINE FRODNIS  CHFATSE 6300 2004 OL03IO0S 702004 CHF443D
330 05 OA033007 04002015 CHF4TES 4362 2004 023006 202014 CHF4AZD
5524 06 0103007 JROIMIE  CHFGSET 6,7 2004 OLO3I006 JT02I004  CHF4432
5528 MO06 O1LOII0E FRO2MIE  CHFESE) 6195 2004 OLOZI00T MO0 CHF44ZD
I M6 010306 MOLMIE  CHFGSET 10659 M05 01032006 JBO2IOIS  CHF4TSE
MWESM MOT OLOLIN0 MO22017  CHFTIET 10657  MOS 01033007 JMO2INS  CHF4TSR
H5256  M0R 010301 JMOIMIE  CHFISES 10656 05 01033008 JBO2IONS  CHF4TSE
A6 2006 OLOII0T MO2I0WE  CHFESST
Chi-Won Yaon, CEQ Group Asia Facific A4 2006 0103008 MOIIONE  CHFESST
012 SIS AA4D 003 OL0ANG4 3012013 USDR04S AN 2005 01032009 002016 CHFESST
BE42 2003 OLOAZS 31012013 USD 2049 BAR1 2007 01033008 JROZIOIT  CHFETO0
BEIS 3003 OL0ANGE 3DIB0I3  USD 2048 BABY 2007 01033000 MO2ION  CHFETO0
4262 1003 MO2NOS MOZE0I3  USDI9SE BABY 2007 010330 MO0 CHFETO0
3374 003 0103304 M2 USDI9S2 42628 2008 000N MOXI0W  CHFAR4S
33T 003 OL0ANOS MO2I0I3 USD1953 B[O 009 01032 ORI CHF1135
33N 003 010306 M2 USD1952
6200 004 0103005 ITO2B014  CHF4E3F  Jing Zeliner, CEO UBS Wealth Management
4367 3004 0206 FTODMOI4 CHFAL3R  20M2 MAE 457 2004 01033007 MAZI0M CHFA42
6,180 004 010306 ITO2B014  CHF4E3D 7106 2005 GLO3I006 JMOZIOIS  CHF4TSE
6,195 004 0103307 ITO2B0I4  CHF4EZE 2108 2005 01033007 MOZIGIS  CHF4TSR
10659 005 010306 MMOZHIS  CHF4TSE 7103 2005 01033008 JMOZIOIS  CHF4TSE
10657 M05 01O3M07 MO2HIS  CHFATSA 93 2005 4013007 4033045 CHFATEB
10658 005 01030 MMOZHIS  CHFATSE 161 2005 060607 OROGI0NS  CHF £5.87
A6 M06 010IMOT MO2MIE  CHFESE 149 2005 0OCRINOT OSMSI0HS  CHF 5047
8 006 O1L0IM08 MO2M6  CHFESST 127 2005 0512007 0612005 CHF 5803
HMIN 06 01OIN0S MO2MIE  CHFESST 2105 2006 (033007 JR02I0N  CHFESST
BANI 007 0033008 FROZIOIT  CHFGTO0 1003 2006 (OA300R JRAZION  CHEES.ST
BEB) 0T 01033005 MOZHMT  CHFSTO0 M0 2006 MOX300S JROZ 0N CWFESST
BABD 2007 O1O320M MOZIIT  CHFSTO0 10 2006 (3032008 OLOIIONE  CHF 5.91
A3G2EM0R 010XI0H MRO2MHE  CHFRZ4S M} O2006 DOOI00E DS0GI0I6  CHFALE4
000 M09 01032002 ITO2I0IS  CHF1135 BO 2006 0A0GI008 OLOSI0NG  CHFES.D6
1 This sabie Inclusies 2l options of GEB membess, Incding related farties. 7 Mo oorwesskon righes ane sutstanding. 3 Reks 1o “Mose 31 Equity parficpation and sther pians® in the “Anardal informatzn®™

section o s report o mare inkemation. 4 GEB member who ssepped down during 2013
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Q‘.ﬁstedandmvsmduﬂ:iuls of GEB members on 31 December 201172012 (continued)

Total Total
Fortte  numberof Mumbeof Vearof  Vesfing  Expiry Siike  Forthe  nusherof Mumberof Yewof  Vestng iy Shike
yar apons’  opticns’ price

year options® _ options _ gramt: dace cae price gram date dase
Hiry Zeltner, CEO UBS Wealth Management (continued) Jibrg Telimer, CEO UBS Wealth Management {condimsed]
M H06 022008 OR12ME  CHFETSD 1459 05 0092007 09092015  CHF 5047
TA05  M07T 0103008 MOZAIT  CHFETDD 127 W05 0512007 05123015 CHFS903
TS H07 010320056 XROD.201T  CHFETO0 706 M08 01032007 022016 CHFESST
TR MN07T 01032010 MOZA0NT  CHFETOD 7,003 06 0103008 MOZH0E  CHFESST
23 0T 0R0ANN0S 0X03.2017  CHFETOE 783 M08 01032008 H02.2016  CHFESST
42620 M08 010011 MO2MIE  CHFRSES 110 006 030308 OL0AIDIE  CHEESST
90000 M09 01033012 FP02.201%  CHF11.35 242 06 0906008 C0.06.2016 CHFG6184
012012 CHF36.49 130 06 08093008 CRO09016 CHEESTE
3002012 CHF 3649 2N N0 08123008 021220168 CHFETE
NG CHF36.49 1005 W07 01033008 JMOZIONT  CHEETO0
IT02.M014 CHFa4.22 TME 0T 003008 02307 CHFET.O0
MO2M015  CHFATSE 1003 0T O10330M MOZIONT  CHEETO0
FRO2.M015  CHFaT5E 222 M0T 02033008 0X03.AMT  CHFETOR
MO2M015  CHF4TSA 43E28 M08 01033001 MOZIE  CHF 3566
4022015 CHE4TRY 0000 3009 O0M032012 27023019 CHE113S
0R06.2015  CHFA557
1 This: tabile Inchesies all optians of GEB menbes, Incdeg related parties. 7 Mo conwession rights ane custanding. 3 St “Maie 31 Equily pation and sther mhans” in the “Aaandal informatizn®
section of this report for mere irkamation.

Fnancial information
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Financial information
BS AG {Parent Bank)

Loans granted to GEE members on 31 December 2011/2012"

CHE eaco wihene indicated

Wame, fuscion

Marioes UL Diethelm, Group General Counsel®
lieg Zeltner, CEQ LES Weealth Management?
tiggregate of all GEE membess

EDINETOOOO
00000000000 0O(E05852)
ooOooodn

For e year Loans?
2 5,564,012
i 5 387,500
2 18,862 820
i 17,530,601

1 Wy e bawe: been pranked to sdfaied parths of the GEE memiers 2t conditions not
3 GEE memiber with the bighest ioon granted. 4 Iachedies 2 forgivasie loan of CHF 3.3 millon, subject to S GEB member's comtinued fulbtime employment with LBS anda |

Ia Tae masio. :jmmnmmmptmmanl,mhmzlmmrmashm1|.

ikt his vespomsizditios. The: ioan s fully nepaid In 2017, a6 the GES member stepped down Surag S yeac

%lﬂaﬁgﬂﬂeﬂtﬂﬂuﬂmﬂbﬂsnﬂ]1ﬂemﬂ:ﬂr1ﬂ1ﬂlﬂil'

< HE sncopd whane indicated®

Mame, fusciion For e year Loans?
Aal A Webes, Chaisman” 2012 [}
2011 -
Kesgear Villiger, Bormer Chesimn® 012 -
2011 o
Michel Demand, Vice Chairman 012 500,000
2011 50,000
D] Sicwsell, Samior Independent Dinscior 012 [}
2011 o
Paizar-Mar: Frey, memboe 2012 [}
201 [}
Beeno Gahig, former membert s 2012 -
201 758,000
Mnn E Gadheherne, member 2012 [}
201 [}
Ml P Lekmann, member 2012 [}
201 [}
Wéeligang Mesprhutzer, =embar w0 0
201 [}
Helmut Panke, momber 2012 [}
201 [}
‘iiliam G. Pamett, mesher 2012 [}
201 [}
Eatalle Romy, member? 2012 [}
201 -
Beatrice Wedear di haers, membar! 2012 [}
201 -
Joeaph Yam, member 2012 [}
201 [}
Aggregate of all Bul members 2012 500,000
201 1,640,000

1 Ko lzaes bave been granted o relsted parties of the BaD merbers at conshions nat
wese azpoimad at the AGKI on 3 bag 2012 4 Eapen VIlger a2 Srena Gobrig did ot stand

I the ket
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30 UBS
UBS AG

(2)

I FRS

I FRS
39
I FRS

(1)
(a)
| FRS

I FRS

(b)

UBS 2012
2013 14 UBS
UBS 2013
UBS
UBS
I FRS
I AS 27
22
18
18
US GAAP
16
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UuBS 2012
2013
23
24

18
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| FRS | AS 27
| AS 28
22
3
16
(2)
| FRS
SPE ( sI c )
12 — SPE SPE
SPE UBS
22

22

15

(3)
| FRS | FRS 2010
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2010
21
2010
(4)
| FRS | FRS
22
(5)
| FRS | FRS
(6)
| FRS Il AS 39

FRS

20

I FRS
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2010
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10

(7)
Il AS 39

b)

Il FRS

(8)
| FRS Il AS 39

(9)
UBS | AS 40
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20

NN) )N

(10)
| FRS | FRS

UBS

2006

I FRS

(11)
UBS 2011 | AS 19 2012

(12)

(a)
| FRS | AS 36 | AS 36

20
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(b)
| FRS Il AS 39

10

(13)
| FRS Il AS 39

10

(14)
| FRS | FRS

I FRS

(15)
Il AS 39

UBS 2008 10
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10

(16)
| FRS l AS 19

(1)

(2)

(3)

20

NN) )N

20
20

(5)
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(6)
2011 UBS

2006

(7)

FER 16 FER 26
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22
15
16
(1) UBS

12 31

20

(a)

(b)

(1)

(2)

(3)

(4)
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(5)
(a)

25 12 31 10 26 20
15

25 49 12 31

2.1

50 25 49 12 31

2.1
25 12 31 10 26 20
15 25 49 12 31

(b)
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20 15

20 10

10
20 15

26 15
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2012 12 31

2012 23
2012 23
2012 31
2011 2012 29
2012 29
2012 29
2012
2012 10
2012 24
2012 31
2012 21
2012 2012 28
2012 28
2012 28
2012 28
2012 28
2012 10
2012 10 10
2012 10 12
2012 10 23
2012 11
2012 11
2012 11
2012 11 14
2012 11 16
2012 11 19
2012 11 22
2012 11 30
2012 11 30
2012 11 30
2012 11 30
2012 12
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19

19

19
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20
20
20

20
20
20
20
20
20

20

20
20
20
20
20
20
20
20
20
20
20
20
20
20
20
20
20
20
20
20
20
20
20
20
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NN

N = = = T = T =
W W W N NN

13

13
13
13
13
13
13
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13
13
13
13
13
13
13
13
13
13
13
13
13
13
13
13
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12
12
12

12
12
12
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2013 27

2013 25 (
) ( 225 )

(1)

(2)

(3)

25 25

A%
(o]

4,237,602, 0
1,000

(3)

25 26

24,186,108, 187
100

ADR
25 25 26
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322
C. 225
(1) ETF
12
(2) ETF
ETF 225
(3) ETF
100,138,578 (2013 20 )
2013 8 30 / ( )
(1)
(2)
2
2. (b)
( )

(3)

25 27

100
4,520, 715, 12
1 ( ) 25 25 27
2013 11 28 / ( )
(1)
(2)
2
2. (b)
( )

(3)

25 18

983,130, 260

100
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2013 12 27
(1)

(2)

(3)

(b)
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25

21

, 833,

463,

B 7

2014 4 30
(1)

(2)

(3)

(b)

24 10
NI PPON STEEL

& SUMI TOMO META

25

25

, 503,

214,

o
N

2014 5 28
(1)

(2)

(3)

(b)
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16
20

OOOod0Oodn
25 25
1,000
1,700,550, 9B8 ()
2014 6 27 / ( )
(1)
(2)
2. (b)
( )
(3)
25 27
100
1,011,977, 6p4
2013
2013 25
) ( 225 )
A.
(1)
174 24 25 31
25 25
(2)



(1)
11 2 4
25 26
(2)
C. 225
(1)
( 12 ) ( 24
25 28
(2)
2013 8 30 /
(1)
114 24
25 27
25
24

(2)
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25 31
16
25 )
12
16
( )
25 31
19



2013 11 28
(1)

144
25 18

24
(2)
2013 12 27
(1)
144
25 21
24
(2)
2014 4 30
(1)
8 8
25 25
24
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/ ( )

24 25 31
25 21
19
16
/ ( )
24 25 31
25 24
19
16
20
/ ( )
24 25 31
25 26

19
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2014 5 28
(1)

126
25 25

(2)

2014 6 27
(1)

96
25 27

(2)
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16
20
14
14

24 25 31

31

20
16

24 25 31

16
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2018 4 26 (
1304 )
2018 5 25 (
1305 )
2018 6 28 (
1306 )
X -
225 S&P500 30
225
225 225
225
225
225
S&P500 S&P
S&P
S&P500
S&P
S&P
S&P500
30 CME
30 30
100
30
225 S&P500 30
225
2008 20009 2010 2011 2012

14, 691| 4110, 63 9| 7111, 33 9|. 3100, 85 7. 5130, 395(. 18

7,162,907, 054(98,824,068, 160,018, 295.[63

2012 1|122013 2013 2013 2013 2013

10, 39%.1118 13 8 .1616 66 2 .1222 63 %.1639 926¢ .18 62 7. 26

9,432 86, 486 .1919 046 .1992 606¢ .18 003 .1433 589 . 03
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2013 20 225 13,014.58
S&P500
( )
2008 2009 2010 2011 2012
1,447 |161,127 781,259 |78.,363,611, 465 |77
752. 44 676. %3 1,022(581,099,231, 27706
2012 122013 2013 2013 2013 2013
1,446 N9 507|. 84 530[. 94 569|. 19 597|. 87 669(. 16
1,402 43 457|. 15 487|. 85 518|. 20 541|. 61 582. 70
2013 20 S&P500 1,588.19
30
( )
2008 20009 2010 2011 2012
13, 058 2100, 548 5111, 585(. 3182, 810(. 543, 610. 15
7,552 (29,547 (059,686.[480, 655(.302, 101. 46
2012 1122013 2013 2013 2013 2013
13,350.186 954 .142 07 % .134A7 578 .1%44 86 % .1154 409. 39
12, 938 .1131, 3211}.1835 784 .1147, 089 .1646 537 .1144 700 . 95
2013 20 30 14, 758. 32
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2013

COSO

317

3

318

2012 12 31

COSsO

2012 2011 12 31

2013 3 7
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Jonat han Bourne Troy J. Butner
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To the General Meeting of

UBS AG, Zurich and Basel

Basel, 7 March 2013

Report of independent registered public accounting firm on
internal control over financial reporting

We have audited the internal control over financial reporting of UBS AG and its subsidiaries as of 31 December 2012,
based on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (the COSO criteria). UBS AG’s management is responsible for maintaining
effective internal control over financial reporting, and for its assessment of the effectiveness of internal control over
financial reporting included in Management’s Report on Internal Control Over Financial Reporting on pages 317 and 318.
Our responsibility is to express an opinion on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States of America). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit included
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists,
testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing
such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies and
procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded
as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and
that receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, UBS AG and its subsidiaries maintained, in all material respects, effective internal control over financial
reporting as of 31 December 2012, based on the COSO criteria.

We also have audited, in accordance with Swiss law, Swiss Auditing Standards, International Standards on Auditing and
the standards of the Public Company Accounting Oversight Board (United States of America), the consolidated balance
sheets of UBS AG and its subsidiaries as of 31 December 2012 and 2011, and the related consolidated income statements
and consolidated statements of comprehensive income, changes in equity and cash flows and notes thereto for each of the
three years in the period ended 31 December 2012 and notes thereto, of UBS AG and our report dated

7 March 2013 expresses an unqualified opinion thereon.
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Ernst & Young Ltd

Jonathan Bourne

Licensed Audit Expert
(Auditor in Charge)

Troy J. Butner
Certified Public Accountant (U.S.)
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To the General Meeting of

UBS AG, Zurich and Basel

Basel, 7 March 2013

Report of the statutory auditor and the independent registered public accounting firm on the consolidated financial
statements

As statutory auditor, we have audited the consolidated financial statements of UBS AG and its subsidiaries which are
comprised of the consolidated balance sheets as of 31 December 2012 and 2011, and the related consolidated income
statements and consolidated statements of comprehensive income, changes in equity and cash flows, and notes thereto, for
each of the three years in the period ended 31 December 2012 on pages 323 to 456.

Board of Directors’ responsibility

The Board of Directors is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with International Financial Reporting Standards (IFRS), as issued by the International Accounting Standards
Board, and the requirements of Swiss law. This responsibility includes designing, implementing and maintaining an
internal control system relevant to the preparation and fair presentation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error. The Board of Directors is further responsible for selecting and
applying appropriate accounting policies and making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted our
audit in accordance with Swiss law, Swiss Auditing Standards, International Standards on Auditing and the standards of
the Public Company Accounting Oversight Board (United States of America). Those standards require that we plan and
perform the audit to obtain reasonable assurance whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers the internal control system relevant to the entity’s preparation and fair presentation of
the consolidated financial statements in order to design audit procedures that are appropriate in the circumstances. An audit
also includes evaluating the appropriateness of the accounting policies used and the reasonableness of accounting estimates
made, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial
position of UBS AG and its subsidiaries at 31 December 2012 and 2011, and the consolidated results of operations and the
cash flows for each of the three years in the period ended 31 December 2012 in accordance with IFRS, as issued by the
International Accounting Standards Board, and comply with Swiss law.

Report on other legal and regulatory requirements
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We confirm that we meet the Swiss legal requirements on licensing according to the Auditor Oversight Act (AOA) and

independence (article 728 Code of Obligations (CO) and article 11 AOA) and that there are no circumstances incompatible
with our independence.

In accordance with article 728a paragraph 1 item 3 CO and Swiss Auditing Standard 890, we confirm that an internal
control system exists, which has been designed for the preparation of consolidated financial statements in accordance with
the instructions of the Board of Directors.

In accordance with Swiss law, we recommend that the consolidated financial statements submitted to you be approved.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States
of America), the internal control over financial reporting of UBS AG and its subsidiaries as of 31 December 2012, based
on criteria established in Internal Control  Integrated Framework issued by the Committee of Sponsoring Organizations
of the Treadway Commission (COSO), and our report dated 7 March 2013 expresses an unqualified opinion on the
effectiveness of the Group’s internal control over financial reporting.

Ernst & Young Ltd

Jonathan Bourne Troy J. Butner

Licensed Audit Expert Certified Public Accountant (U.S.)
(Auditor in Charge)
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To the General Meeting of

UBS AG, Zurich and Basel
Basel, 7 March 2013

Report of the statutory auditor on the financial statements

As statutory auditor, we have audited the accompanying financial statements of UBS AG, which comprise the balance
sheet, income statement and notes on pages 460 to 482, for the year ended
31 December 2012.

Board of Directors’ responsibility

The Board of Directors is responsible for the preparation of the financial statements in accordance with the requirements of
Swiss law and the company’s articles of incorporation. This responsibility includes designing, implementing and
maintaining an internal control system relevant to the preparation of financial statements that are free from material
misstatement, whether due to fraud or error. The Board of Directors is further responsible for selecting and applying
appropriate accounting policies and making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with Swiss law and Swiss Auditing Standards. Those standards require that we plan and perform the audit to
obtain reasonable assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers the internal control system relevant to the entity’s preparation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control system. An audit also includes evaluating the appropriateness of the accounting policies used
and the reasonableness of accounting estimates made, as well as evaluating the overall presentation of the financial
statements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion
In our opinion, the financial statements for the year ended 31 December 2012 comply with Swiss law and the company’s
articles of incorporation.

Report on other legal requirements
We confirm that we meet the legal requirements on licensing according to the Auditor Oversight Act (AOA) and

independence (Art. 728 Code of Obligations (CO) and Art. 11 AOA) and that there are no circumstances incompatible with
our independence.
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In accordance with article 728a paragraph 1 item 3 CO and Swiss Auditing Standard 890, we confirm that an internal
control system exists, which has been designed for the preparation of financial statements according to the instructions of

the Board of Directors.

We further confirm that the proposed appropriation of available earnings complies with Swiss law and the company’s
articles of incorporation. We recommend that the financial statements submitted to you be approved.

Ernst & Young Ltd
Jonathan Bourne Thomas Schneider

Licensed Audit Expert Licensed Audit Expert
(Auditor in charge)
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