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3 17,969 14,532 18,87215,262 23,461 18,973 (5)
3 (11,143)(9,011)12,657§10,236017,016(13,761)(12)
3 6,826 5,520 6,215 5,026 6,446 5,213 10
(84) (68) (66) (53) (1,832)(1,482) 27
6,742 5,452 6,149 4,973 4,614 3,731 10
4 15,236 12,321 17,160 13,877 17,712 14,324 (11)
3 4,343 3,512 7,471 6,042 (324) (262) (42)
5 1,467 1,186 1,214 982 599 484 21
27,788 22,472 31,99425,874 22,601 18,277 (13)
6 15,591 12,608 16,920 13,683 16,543 13,378 (8)
7 5,959 4,819 6,585 5,325 6,248 5,053 (10)
15 761 615 918 742 1,048 848 (17)
16 0 0 0 0 1,123 908
16 127 103 117 95 200 162 9
22,439 18,146 24,539 19,845 25,162 20,349 (9)
5,350 4,327 7,455 6,029 (2,561)(2,071) (28)
22 923 746 (381) (308) (443) (358)
4,426 3,579 7,836 6,337 (2,118)(1,713) (44)
36 0 0 2 2 (7) (6) (100)
22 0 0 0 0 0 0
0 0 2 2 (7) (6) (100)
4,427 3,580 7,838 6,339 (2,125)(1,718) (44)
268 217 304 246 610 493 (12)
268 217 303 245 600 485 (12)
0 0 1 1 10 8 (100)
uBs 4,159 3,363 7,534 6,093 (2,736)(2,213) (45)
4,158 3,363 7,533 6,092 (2,719)(2,199) (45)
0 0 1 1 (17) (14) (100)
(
8 1.10 88. 96 1.99 160.93 (0.75) (60.65) (45)
1.10 88.96 1.99 160.93 (0.74) (59.84) (45)
0.00 0.00 0.00 0.00 0.00 0.00
8 1.08 87. 34 1.96 158.51 (0.75) (60.65) (45)
1.08 87.34 1.96 158.51 (0.74) (59.84) (45)
0.00 0.00 0.00 0.00 0.00 0.00
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40,63832,864 26,93921,786 20,89916,901 51
9a 23,21818,776 17,13313,855 16,80413,589 36
10 58,76347,522 2,45450,507 63,50751, 358 (6)
10 213,50172,658142,79015,474116,68%P4, 366 50
11 181,52%46,799228,81585,043232,25887,827 (21)
39,93632,296 61,35249, 615 44,22135,762 (35)
— 23 486,58393,500401, 14824,407421,69341,024 21
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5,688 4,600 5,467 4,421 6,212 5,024 4
9,695 7,840 9,822 7,943 11,008 8,902 (1)
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20,

30,20124,424 41,49033,553 31,92225,815 (27)

8,136 6,580 6,651 5,379 7,

102,42982,834 74,79660, 488 614

995 6,466 22
17551, 898 37

39,48031,927 54,97544,458 47,46938,388 (28)
473,40982,839393, 76318, 435409, 94831,521 20

67,11454,275 58,92447,652 66,09753, 453 14

88,98271,960 100, 7561,481 112,6531,102 (12)
342,40976,906332,30268, 732339, 26374,362 3

6,850 5,540 7,738 6,258 8,

689 7,027 (11)

140, 61%¥13,717130,27105,350131,35206, 224 8

2161,69249,890 63,71951,530 72,34458,505 (3)

1,361,30000,891265,388023,316291,%06844,764 3

383 310 383 310 356 288 0

34,61427,992 34,39327,814 34,82428,162 1

(1,160) (938) (654) (529) (1
(39) (32) (54) (44)
23,60319,088 19,44415,724 11

(3,955)(3,198)(6,693)(5,413)(5

(

’

040) (841) 77
2) (2) (28)

910 9,632 21

034)(4,071) (41)
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53,44743,223 46,82037,863 41,01333,167 14
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(35) (35) (35)
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(84) (84) (84)
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7
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1
4,907 3,968 7,254 5,866 7,3815,969
(882) (713) (2,622) (2,120) (7) (6)
334 270 2754 222 (120) (97)
4,359 3,525 4,907 3,968 7,254 5,866
47 38 136 110 366 296
4,406 3,563 5,043 4,078 7.6206, 162
2 52011
121 455
4
)
2011 12 312010 12 312009 12 31 2010 12 31
3,830,840, 81558, 112, 25832, 580, 549 8
1,281,386 272,727,76625,532,204 (100)
3,832,121, 89830, 840, 531858, 112, 753 0
38,892,03137,553,87261, 903, 121 4
155, 636, 63905, 824, 8163,566, 097 47
(109,573, 10004, 486, 657)7, 915, 346) 5
84,955,551 38,892, 03137, 553,872 118
2011 UBS 148, 639, 326
100, 000, 000 SNB
SNB SNB
UBS
UBS SNB
SNB
2010 UBS AG
000, 00O UBS AC(
2011 12 31 2010 12 31 2009 12 31

4,427 3,580 7,8386,339 (2,125)1,718)

761 615 918 742 1,048 848

127 103 117 95 1,323 1,
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84 68 66 53 1,832 1,482
(42) (34) (81) (66) (37) (30)
817 661 (605) (489) (960) (776)
(996) (805) (531) (429) 425 344
(5,856)(4,736) 1,125 910 8,355 6, 757

(14,296(011,561)9,0227,296 (41, 76(633,776)
(67,020054, 199025, 04(820, 25862, 821231, 674

17,257 13,956 22,6348,304 43, 34435, 052
6,298 5,093 (3,429)2,773) (316) (256)
10,428 8,433 608 492 (4,208)3,403)

29,119 23,549 9,2777,502 (41, 35133, 441)

7,050 5,701 (988) (799) (11,916p, 636)
(2,049)(1,657)(7,039)5,692)29, 24293, 648)
(349) (282) (498) (403) (505) (408)

(14,241011,51713,3850,824 86,7230, 133

(58) (47) (75) (61) (42) (34)
50 40 307 248 296 239
(1,129) (913) (541) (438) (854) (691)
233 188 242 196 163 132
20,28116,401 4,1643,367 (78, 37663, 383)

19,377 15,670 4,0973,313 (78, 81(263, 735)

15,338 12,404 4,4593,606 (60,04@88,554)
(1,885)(1,524)(1,4560)1,177) 673 544
0 0 (113) (91) 3,726 3,013

52,590 42,530 78,4183,417 67,06254, 233

(62,626(050, 646077, 49762, 672065, 02(452, 585)
1 1 6 5 3 2
(749) (606) (2,053)1,660) (583) (471)

2,670 2,159 1,7641,427 (54, 18343, 818)
(2,129)(1,722X12,181p,851)5,5294,471

5,678 4,592 7,0665,714 (40, 74432, 950)
79,93464,643 72,86858, 928 113, 619l1, 877

85,612 69,234 79,93464,643 72,8688, 928

40,638 32,864 26, 93921,786 20,89916, 901
2 3,900 3,154 17,11013,837 6,327 5,117
& 41,074 33,217 35,88529, 020 45,64236, 911

85,612 69,23479,93464,64372,86858, 928

12011
2011 12 31
1,783 2010 12 31 11,750 2011 12
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10
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9,845 7,962 12,6060, 19419,59715, 848
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2011 2010
2009 12 31
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14 11
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) 923
0
4,427
7.8 100,598148,697 54,150 15,352,073, 2%6Q 775, 419, 162
5 22 25 18 110 1,012 1,192
2011 12 31 28
12 2
3 26
16
5 37 %010
b)
7 %011 12 30
2012
UBS
2010 12 31
1,737 2,422 695 (17) 2,235 (858) 6,215
5,608 1,524 4,870 2,075 9,7751,993 25,845
1.2.3 7,345 3,946 5,565 2,058 12,010,135 32,060
( ) 11 (76) (1) 0 0 0 (66)
7,356 3,870 5,564 2,058 12,01@,135 31,994
3,153 1,625 4,225 1,096 6,743 78 16,920
1,264 836 1,223 400 2,693 168 6,585
( )
449 (5009) (6) (5) 64 8 0
163 146 198 43 278 89 918
4 19 0 55 8 34 0 117
5 5,049 2,098 5,694 1,542 9,813 343 24,539
2,308 1,772 (130) 516 2,197 793 7,455
0 0 0 0 0 2 2
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2,308 1,772 (130) 516 2,197 795 7,457
(
) (381)
0
7,838
6 94,056 153,101 50,071 15,894966, 985, 180,317,247
25 12 48 8 32 467 593
010 12 31 45
41
(16) 2
8 26
4 16 010
b)
6
UBS
2009 12 31
1,853 2,681 800 2 2,3391,229)6, 446
5,574 1,415 4,746 2,134 2,4941,623 17,987
1.2,3 7,427 4,096 5,546 2,137 4,833 394 24, 433
( ) 45 (178) 3 0 (1,698)(5) (1,832)
7,471 3,918 5,550 2,137 3,135 389 22,601
3,360 1,836 4,231 996 5,568 551 16, 543
1,182 835 1,017 387 2,628 199 6,248
( )
428 (518) 4 (74) (147) 306 0
154 136 170 36 360 193 1,048
0 0 34 340 7409 0 1,123
67 0 62 13 59 0 200
4 5,191 2,289 5,518 1,698 9,2161,250 25,162
2,280 1,629 32 438 (6,081(0860) (2,561)
0 0 0 0 0 (7) (7)
2,280 1,629 32 438 (6,081(0867) (2,569)
(
) (443)
0
(2,125)
5 109,627138,513 53,197 20, 238991, 9®4%, 999, 340, 538
13 30 59 11 81 745 939
o009 12 31 158
20 142
2
29
3 26
4
2010 ) b
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I FRS
2011 12 31
11, 494 41 5,045 31
1,385 5 653 4
1,638 6 1,026 6
9,324 34 8,617 53
3,689 13 407 3
258 1 429 3
27,788 100 16,177 100
2010 12 31
12,670 40 4,922 31
2,791 9 594 4
1,514 5 1,078 7
10, 752 34 8,673 54
3,796 12 394 2
470 1 418 3
31,994 100 16,080 100
2009 12 31
11,939 53 5,137 28
(3,999) (18) 743 4
1,264 6 1,266 7
9,333 41 9,928 55
3,770 17 451 2
294 1 565 3
22,601 100 18,090 100
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2011 2010 2009 2010
12 31 12 31 12 31 12 31
6,826 6,215 6,446 10
4,343 7,471 (324) (42)
11,169 13,686 6,122 (18)
1 5,964 7,508 382 (21)
4,874 4,624 5,053 5
332 1,554 687 (79)
11,169 13,686 6,122 (18)
3.4 9,925 10,603 13,202 (6)
1,716 1,436 2,629 19
5,466 6,015 7,150 (9)
248 262 316 (5)
615 557 164 10
17,9609 18,872 23,461 (5)
2,040 1,984 3,873 3
1,352 1,282 2,179 5
2,851 3,794 3,878 (25)
1,993 2,392 2,855 (17)
2,907 3,206 4,231 (9)
11,143 12,657 17,016 (12)
6,826 6,215 6,446 10
3 2011 20 2010
37 20009 66 >
2011 2010 20009 2010
12 31 12 31 12 31 12 31
601 2,356 2,462 (74)
2,183 2,000 (5, 455) 9
1,559 3,115 2,668 (50)
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0000000
4,343 7,471 (324) (42)
() 419 465 678 (10)
( b 7,437 (1,001) (6, 741)
' 2
26
2011 1,849
2011 2814
2010 667

Ri sk management and control

2011 SNB
133 2010 745
- SNB

2011 2010 20009 2010

12 31 12 31 12 31 12 31
626 1,157 1,590 (46)
554 755 796 (27)
1,180 1,912 2,386 (38)

M& A 992 857 881 16
4,169 4,930 5,400 (15)

3,577 3,898 4,000 (8)

5,551 5,959 5,863 (7)

368 361 264 2
15, 837 17,918 18, 794 (12)

438 448 339 (2)

827 850 878 (3)
17,102 19,216 20,010 (11)
933 1,093 1,231 (15)

933 964 1,068 (3)

1,866 2,057 2,299 (9)
15,236 17,160 17,712 (11)
3,236 3,837 4,169 (16)

2011 2010 2009 2010

12 31 12 31 12 31 12 31
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( } (18) (7) 96 157
( ) 20 256 (1) (92)
42 81 37 (48)
44 331 133 (87)
) 926 204 110 354
(39) (72) (349) (46)
887 132 (239) 572
2 38 53 72 (28)
( 3 9 8 (39) 13
4 490 690 672 (29)
1,467 1,214 599 21
2
3 4
2011 722
81
2011 3414 2010 324
2009 205 2011 2008
2011 78 2010 158
2009 304
2010
180
2009 155
8 6 55
2011 2010 2009 2010
12 31 12 31 12 31 12 31
6,859 7,033 7,383 (2)
1 3,392 4,082 2,809 (17)
1.2 316 230 699 37
3 121 107 41 13
173 135 56 28
(215) (167) (81) 29
216 69 433 213
5 21 85 250 (75)
217 232 275 (6)
743 826 804 (10)
6 788 724 988 9
1.7 2,518 2,667 2,426 (6)
2 758 1,127 1,159 (33)
15, 8901 16,920 16,543 (8)
30 o111
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61,259,378 48,

599,

111 754, 948

26
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2010 12 31 80 2009 12 31 132
3 UBS
4 5
6 29 7
8 261 37
2011 2010 20009 2010
12 31 12 31 12 31 12 31
1,059 1,252 1,420 (15)
T 429 555 623 (23)
616 664 697 (7)
621 6609 695 (7)
393 339 225 16
470 466 412 1
822 754 830 9
T 1,151 1,078 836 7
1 276 631 233 (56)
2 122 175 279 (30)
5,959 6,585 6,248 (10)
1 2
2011 12 31 2010 12 31 2009 12 31 93
256 37
EPS
2011 2010 20009 2010
12 31 12 31 12 31 12 31
UBS 4,159 7,534 (2,736) (45)
4,158 7,533 (2,719) (45)
0 1 (17) (100)
UBS 4,159 7,534 (2,736) (45)
( ) (3) (2) (5) 50
EPS UBS 4,156 7,532 (2,741) (45)
4,155 7,531 (2,724) (45)
0 1 (17) (100)
EPS 3,774,036, 43,7789, 73239881, 086, 2660
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3,835,295, 83,6838, 33230p@861, 841, 2140

0 0 20,166,373
1.10 1.909 (0.75) (45)
1.10 1.99 (0.74) (45)
0.00 0.00 0.00
1.08 1.96 (0.75) (45)
1.08 1.96 (0.74) (45)
0.00 0.00 0.00

3,832,121,83,9830,8403549438, 112, 7530
84,955,551 38,892,0337,553,872118

3,747,166, 3348791, 94834820, 558, 8811)

2 509, 243 580,261273,264, 461(12)

EPS

3,747,675,53,1792,5283,7483,823,342%1)

2011 12 31 2010 12 31

2009 12 31

244,151,646 241,320,185 288,915, 585 SNB
009 12 31 2008
272,651,005
a
2011 2010
12 31 12 31

23,235 17,158

(17) (24)

23,218 17,133

125,775 122,499

21,247 20, 362

1 108,887 99,710

2 11,520 21,392
267,429 263,964
(825) (1,087)

(83) (273)

266, 604 262,877

289,822 280,010
161, 365 161, 108

8,222 6,978

24,396 21,257
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48,542 50, 701
20,645 16,614
27,494 24,464
290, 664 281,121
(842) (1,111)
289,822 280,010
148,319 144,403
56, 613 46,565
32,201 29,303
53, 532 60, 851
290, 664 281,121
(842) (1,111)
289,822 280,010
bo11 12 31
2010 12 31 a)10)
28b 011 12 31
ARS 28
2010 12 31 43 2011 12
2010 12 31 74 65
2010 12 31 97
a)10) 28b b
b
2011 2010
12 31 12 31
1
1,109 47 130 1,287 2,820
(486) (1) (14) (501) (1,505)
51 0 0 51 79
( ) 22 8 4 (22) 8 4 66
18 0 (2) 17 (173)
714 131 93 938 1,287
17 0 17 24
694 131 825 1,087
3 0 3 46
1 21
2
43 2010
12 31 157 25
2010 12 31 63 15 2010 12
52
32 2010 12 31 33
a)10) 28b
10
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2011 12 2011 12 2011 12 2010 12 2010 12 2010 12
31 31 31 31 31 31
17,236 133,010 22,341 20,302 91,788 20,230
41,527 80,491 18,980 42,153 51, 002 17,841
58, 763 213,501 41,322 62,454 142,790 38,071
2011 12 2011 12 2011 12 2010 12 2010 12 2010 12
31 31 31 31 31 31
7,601 16, 986 38,890 5,820 28,201 34,930
536 85, 443 28,224 831 46,595 23,994
8,136 102,429 67,114 6,651 74,796 58, 924
11
2011 2010
12 31 12 31
62,118 83,952
418 13,292
22,958 19, 843
14, 258 25,996
3,709 2,707
3,547 3,679
3,540 4, 463
10,597 14,711
1 36,330 48,818
1 109, 045 147,481
1 37,400 44,335
16,376 18,056
162,821 209,873
18, 704 18,942
181,525 228,815
18,913 29,628
261 237
5,634 11,729
3,894 7,699
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1, 946 3,103

2,492 2,350

756 953

1,913 3,107

4,716 5,474

25,542 38,2009

13,937 16, 765

39,480 54,975

2011
b)
2011 2010
12 31 12 31

34,449 10,753 95 45, 297 66, 435
695 29,699 2,371 32,765 47,237
0 2,698 1,390 4,088 5,543
3,779 6,048 33 9,859 13,171
9,513 3,785 3,737 17,035 15,0098
9,513 2,673 1,684 13,868 10, 355
48, 436 52,983 7,625 109,045 147, 481
35,312 1,933 155 37,400 44,335
15,616 760 0 16, 376 18,056
99,363 55,677 7,781 162,821 209,873
18, 704 18,942
181,525 228,815
15,418 1,608 0 17,026 26,650
471 6,315 335 7,122 10,525
921 161 1 1,083 834
0 17 296 312 200

0 9 278 287 123
16,809 8,101 632 25,542 38,2009
13,621 313 3 13,937 16, 765
30,430 8,414 636 39,480 54,975

2011
b)
12

2011 2010

12 31 12 31 1

2,358 2,173
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ooOoooOoo
960 833
6,071 4,383
3,514 3,038
2,557 1,345
218 258
9,607 7,647
730 856
10, 336 8,504
bo11 2010 12 31 158
96 254
2011 12 31 2010 12 31 6, 9109 3,929
2011 12 31 2010 12 31
4,423 2,198
2011 2010
12 31 12 31
2,595 2,204
1 1,404 1,730
1 37 (5)
1
2011 2010 2011 2010
12 31 12 31 12 31 12 31
1 (15) 100 (49) (27)
1 35 (94) 37 (5)
1
13
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2011 2010
12 31 12 31
47,144 67,552
357 3,206
25,677 38,070
8,854 6, 541
3,477 8,303
2,170 3,005
4,271 5,091
1 1,060 1,206
1 52,475 73,850
1 699 918
53,174 74,768
477 514
( 2 (55) (662)
( ) 422 (148)
( ) 250 (243)
! 2011
b)
2011 12 31 12 28 2010
12 31 31
2011 2010
12 31 12 31
33,999 868 33 34,899 57,642
632 7,881 77 8,590 11,670
1 24 416 5 445 441
0 8,541 8,541 4,097
0 8,541 0 8,541 4,093
1 34,654 17,706 115 52,475 73,850
155 30 296 481 690
0 1 216 218 227
155 32 512 699 918
34,810 17,738 627 53,174 74,768
! 2011
14
2011 2010
12 31 12 31
790 870
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1 19
(4) (93)

42 86

(27) (1)

0 (6)
(28) (29)
21 (55)

795 790

33

2011 2010

12 31 12 31
5,806 6,391
3,789 4,391
1,356 1,371

181 239

15
1T
2011 2010
12 31 12 31

8,617 2,832 4,002 700 213 16, 364 17, 1609

62 76 393 55 542 1,129 538

0 1 1 0 0 2 0
2 (69) (336) (357) (29) 0 (791) ( 62%)
67 93 5 11 (216) (40) (132)
1 8 5 (1) 6 19 (583)
8,679 2,674 4,049 736 545 16,683 16, 364
4,844 2,005 3,625 518 0 10,991 11,873

3 194 217 293 57 0 761 918
2 (69) (327) (328) (28) 0 (752) (57'5)

(34) 23 0 (1) 0 (12) 12
(2) 12 5 1 0 16 (437)
4,934 1,930 3,596 546 0 11,005 10, 091

4 3,745 744 453 190 545 5,678 5,373

Lo11 2010 2
%011 22 29
4 13,075
2010 13,0092

2011 2010

12 31 12 31
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94 116
0 3
(87) (23)
4 2
(1) 6
(1) (10)
10 94
16
2011 12 31 13
33
14 30 UBS
a
UBS
2011
Equity Attribution
Capital Management
R WA
UBS
20
0.5
20 2011
12 31 38
12
| FRS UBS
UBS
BI'S Tier BI S
2011 2010 2011 2010
12 31 12 31 12 31 12 31
10.7 9.0 1.7 1.2
10.0 9.0 2.4 2.4
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10.0 9.0 . 4 2.4
12.0 11.0 .4 2.4
2011 2010
12 31 12 31
9,115 710 809 1,519 10, 634 11,795
(7 0 47 47 40 34
0 0 (2) (2) (2) (3)
2 0 0 0 0 0 (1)
(35) 3 0 3 (32) (1,190)
9,074 713 854 1,567 10, 641 10, 634
0 362 450 812 812 787
0 34 56 90 90 105
0 0 37 37 37 12
0 0 0 0 0 0
2 0 0 0 0 0 (1)
0 4 4 8 8 (91)
0 399 547 946 946 812
9,074 314 307 621 9,695 9,822
1 2011 11 | FRS
20 35 2
2011 12 31
1,351 (20) (12) 1,319
3,303 (10) 3,293
1,448 7 (13) 1,442
3,013 7 0 3,019
UBS 9,115 (7) (35) 9,074
100 1 (6) (31) (2) 6 2
425 6 (48) (1) 382
40 9 (7) (1) (1) 41
143 30 (2) (30) (4) (1) 136
UBS 707 47 (2) (90) (37) (5) 621
Y FRs 20
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2012 90
2013 83
2014 76
2015 75
2016 63
2017 212
22
621
17
2011 2010
12 31 12 31
6,103 16, 395
3,300 3,174
482 708
183 302
176 275
2,222 1,827
12,465 22,681
! 29
18
2011 2010
12 31 12 31
30,201 41,490
114,079 104,607
228,330 227,694
342,409 332,301
372,610 373,791
19
2011 2010
12 31 12 31 1!
40, 104 47,810
10, 481 13,100
22,561 23,462
1,912 3,671
75,059 88,043
13,001 12,475
477 93
445 145
88,982 100, 756
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bo11 2
a 8
2011 12 31
61 2010 12 31
37 2010 111 37
a)
2011 2010
12 31 12 31
71,377 56, 0309
53,113 54,627
7,035 8,547
7,141 8, 455
1,951 2,605
1 140,617 130,271
bLo11 12 31 955 2010 12 31 1, 3!
a) 15) 23
2011 12 31 2010 12 31
2,051 913
2011 12 31 2010 12 31 7, 035
8, 547 2011 12 31
LI BOR
2011 12 31 2010 12 31 137, 263
2011 2010

12 31 12 31
2012 2013 2014 2015 2016 2017-2021

UBS AG
61,9695, 69410, 443 8,193 4,865 20,365 5,486 127,015116 193
0 10.® 10.00 8.8 0 8.4 0-10.0 0-8.4 0-8.0
19,6200,2446, 471 6,087 4,235 6,280 11,403 64,339 g1, 446

0 0 386 1,064 1,422 2,457 1,022 6,350 6,412

0 0 0 0 0 685 0 685 2,134

81,58®25,93817,30015,344 10,522 29,787 17,911 198,390206, 685
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17,961 266 137 104 713 3,411 849 23,443 14,396
0-8.20-2.8 0-7.6 0-7. 4 0-8.3 0-8.1 0-6.2
605 1,327 624 1,076 313 1,328 2,492 7,766 9,947
18,5661, 593 762 1,181 1,027 4,739 3,341 31,208 24,342
100, 15%7,53118, 062 16,525 11,548 34,526 21,252 229,599231, 027
Lo11 138,767 116,19
59,372 81,946
20
2011 2010
12 31 12 31
36,746 36, 383
16,481 18,125
1 1,626 1,704
874 961
505 750
2 79 97
492 579
3 406 395
4 4,482 4,726
61,692 63,7109
o111
21 2 22 3 29
011 14 2010
16 2010 17
21
a
2011 2010
12 31 12 31
1 2 3 4
56 618 281 130 619 1,704 2,401
0 0 0 0 2 2 0
60 396 393 6 92 947 1,126
(9) (87) (55) (28) (109) (288) (286)
(50) (455)(115) (14) (82) (716) (1,341)
0 0 0 0 (2) (2) (24)
0 0 0 0 (1) (1) (1)
0 0 (49) (2) 0 (52) 8
2 10 13 1 7 32 (180)
58 482 467 93 525 1,626 1,704
1 2
c) UBS
011 12 31 1009 2010 12 31
122
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4 2011
20 °
b
UBS
UBS AG
UBS
2011 12 31
1
2011 UBS SEC DOJ
I RS
140. 3
2006 11
UBS
6 3
UBS 2010 12 UBS
2
2008 UBS SEC NYAG
UBS ARS
150 (NYAG 75 75 )
UBS 2008
ARS SEC ARS
UBS UBS ()
( ) ARS
76 ( )
40
3
UBS
UBS
4
UBS
SEC 2007 CDO
UBS 2007 CDO UBS 2 (
| AS 39 UBS UBS SEC
SEC
UBS FI NMA
FSA SEC FI NRA
FCI C

UBS ( ) ()
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5
2007 2008 UBS UBSFS
UBSFS
UBSFS
UBSFS
UBSFS
2011 UBSFS FI NRA
2.5 8.25
6
2002 2007 UBS RMBS
UBS UBS RMB S 45
RMB S
RMB S
UBS
UBS RMBS
RMBS 36 UBS
RMBS UBS UBS
UBS
GSE
FHF A 4.5 UBS
RMB S 1.8 RMB S GSE
2011 2011
12 FHF A 2011
GSE RMB S UBS
RMBS
RMB S UBS
UBS RMB S RMB S
2011 29 26 UBS
RMB S UBS
2011 10 31 UBS
c) UBS
UBS
2012
UBS UBS RESI
997 UBS
RMBS
UBS RESI
308
7 UBS
UBS UBS
2008 UBS LLC
UBS
UBS UBS
2011 UBS
2011 12 15 UBS
UBS UBS
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UBS UBS
ERI SA
8
L
UBS AG UBS( ) SA
CSSF
BMI S
BMI S
UBS
UBS( ) SA
CSSF
2010
UBS
BMI S
BMI S
UBS
UBS
23
2010 12 UBS
555
UBS
9
20009 2005
UBS UBS
88 UBS
150
UBS
2005
UBS
UBS

EDINETOOOO
00000000000 0O(E05852)

OooooOodd
ERI SA
2011
LLC BMI S
UBS FI NMA
BMI S
17
UBS
20009
CSSF
UB S ( ) SA UBS
2009 12
UBS UBS
890 305
56 4 370
UBS UBS
2010
2010 11
UBS
16
UBS 2011 11 UB ¢
UBS
2005 2007
16
UBS
UBS
UBS
UBS
UBS
UBS

UBS
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10 HSH Nordbank AG HSH
HSH 2002- 4 NS4
CDO HSH 500
UBS NS4 UBS
HSH UBS
HSH
HSH HSH
500 2008 2008
2009 HSH
11 Kommunale Wasserwerke Leipzig GmbH K WL
2006 2007 K WL UBS
CDsS KWL UBS CDsS UBS 2010 10
138 K WL 2010 UB ¢
KWL UBS K WL
K WL 2010
10 UBS KWL
CDsS K WL
UBS KWL UBS
2010 K WL
K WL K WL
UBS KLW
UBS K WL
K WL
2011 12
UBS
KWL CDS UBS CDsS 2010 U
CDsS 2010
UBS 183
UBS UBS
UBS
K WL
2011 UBS K WL K WL
2011 11 SEC KWL UBS SEC
12
SEC 2008 2009 UBS
UBS 2010 11
SEC UBS Well s notice
SEC SEC
UBS SEC 2011 10 UBS
UBS
13 LI BOR
SEC DOJ FSA LI BOR
LI BOR UBS
WE K O LI BOR TI BOR
UBS LI BOR TI BOR
DOJ WE K O
WE K O LI BOR LI BOR
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UBS
UBS
DOJ
DOJ
2011 12 16 UBS UBS
SESC ( )UBS
LI BOR
TI BOR
( ) UBS
UBS 2012
LI BOR T1 BOR
UBS ( )
UBS AG UBS
LI BOR
UBS
LI BOR LI BOR
14
2011
UBS
168
UBS
15
2012
UBS
16
FI NMA FSA 2011
FI NMA FSA UBS
C
RMBS
UBS
RMBS
UBS UBS RESI
) 2004 2007
80 RMB S
3.9
UBS RESI
2007 19
UBS
2008
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LI BOR
TI BO
UBS AG
10 16
C )
TI BOR
UBS
2010 11
70 %
(
UBS RESI
RMB S
2004
2006
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RMBS
UBS
GSE RMBS
UBS
2006 2012 29 UBS
_ 1
2006 2012 29
2008 2009 2010 2011
UBS
11.7 1. 13.1
77.4 1.8 46.2 5.3 130.7
0.6 20.7 21. 3
2 345.6 652.1 997. 1
UBS
4 . 1.8 368.5 12.1 386. 4
110.2 99.6 18.8 8.1 236. 8
UBS 2. 0.1 9.1 85.6 97.5
122.5205.1368.21,084.1 103.1,882.09
1
2011 42 . 4
200 UBS
124.9 () UBS 47.7
2011 12 31 2006
104 93
2011 900
UBS 2011 2012 29
5908 489
b)
2012 UBS RESI
UBS
UBS
ARM ARM
6 2
UBS ARM UBS
UBS
2004 2007
UBS
50 2010 2011 UBS
60 UBS
UBS UBS

UBS
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UBS RMBS
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22
2011 2010 20009
12 31 12 31 12 31
23 (75) 55
1,063 668 23
83 300 462
(246) (1,273) (983)
923 (381) (443)
0 0 0
0 0 0
923 (381) (443)
1,063
949
245
131
246 400
UBS AG
41
113
106 23 8 3
277
171
17 155
2011 2010 20009
349 498 505
2011 2010 20009
12 31 12 31 12 31
5,350 7,455 (2,561)
4,743 5,999 4,871
607 1,456 (7,433)
2011 2010 20009 21.5 1,150 1,603 (551)
106 (49) (1,636)
939 275 1,188
(8) (1,225) (79)
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(1,189) (889) (932)
674 1,985 1,012
(155) (258) (65)
(676) (1,820) 552
42 11 14
39 (14) 55
923 (381) (443)
2011 218
498
280 |l FRS
UBS AG
2011 12
31 564 2010 12 31 9,147
2011 2010
12 31 12 31
1,780 (1,564) 216 1,993 (1,791) 201
27,171 (19,122)8,049 28 186 (19,5%58)8,929
880 (813) 67 1,164 (999) 165
1,641 (1,447) 194 2,002 (1,776) 226
31,471 (22,946)8, 526 33,345 (23,823) 9,522
0 0
1 0
32 25
1 1
37 40
6 31
79 97
bo11 2010 12 31 28,474
28,186 19,546 19, 258
2011 12 31
I AS 12
2011 12 31 52,073
2011 2010
12 31 12 31
1 3 0
2 5 29 3,184
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6 10 85 54
11 20 38,647 38,781
13,3009 11,174
52,073 53,173
bo11 2010 12 31 36,943 38,
20
2011 12 31
23
OTC UBS UBS
| SDA MT A
| SDA
ETD
2011
OTC CCP CCP
Il FRS
a 15
26a
26¢C

oTC
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oTC
oTC
CDS
TRS TRS
TRS
UBS
oTC
oTC
UBS
UBS UBS
ETD oTC
oTC oTC
ETD
oTC oTC oTC
oTC
UBS | FRS ( ) 35

) | FRS

176/432



EDINETOOOO

00000000000 0O(E05852)

oOoOooodn

2011 12 31

PRV NRV
4

NRV

oTC

2.0 1,610.02.
247.36,661.226.
46.7 1,173.248.

1,637.4 0.0

0.0

6,561.1566, 771.1770. 47, 527 . 0154.37,423.73,076.0

1,185.2 0.0

0.0 124.0 0.0
0.1 0.

1,450. 5
127.8 0.0

0.0
778. 3
0.0

296.19,569.0276. 4

9,511.197, 222.2203. 79, 676.

854. 3

OoTC

66.6 1,292, 262.

1,238.0172.452.

2.0 0.0
4.6 0.0

67.31,298.163.

1,244.6172.

oTC

165.7 648.3 14.
75.7 2,177.4865.
5.8 367.8 5.8

610.5 0.
2,165.5 0.
346. 4 0.

0.0 0.1 0.0
0.0 0.0

12.

0.6 0.

97.2 3,193.106.3 3,123.012.

oTC

8.7 69.0 8.

3.3 84.6

39.0 0.
86. 9 0.

14.
85. 2 0.

18.8 191.8 19.

211. 1 14.

oTC

w

0.1 36.7 0.
0.0 4. 4 0.
2.3 2.
6.9 101.3 7.

ol|lsd O N

21. 4 0.
28.1 0.

17.
35.0 0
6.3 0
90.9 17
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10 0.2 39.8 0.2 10.7 0.0 0.2 36.5 0.1 18.8 0.0
10 0.1 17.9 0.2 30.2 0.0 0.1 34.09 0.1 13.0 0.0
| FRS
486.614,411.4673. 414, 22214, 439.401. 14, 514.393.84, 152 18, 924. 4
(383.3) (383.3) (301.5) (301.5)
(45.6) (28.0) (36.5) (23.9)
11 57.7 62.1 63. 1 68. 3
! PRV 11
2010 27 248 2010 86
NRV 2010 13 93 2010 104
PRV - %011 12 31
2010 12
31
‘NRV -8
24 2010
27 2010 27 5011
PRV NRV
011 12 31 2010
12 31 2011 12 31 61
2010 12 31 10
%010 PRV NRV
10
11
2011 12 31 18 2010
10 69 2010 70 13 2010 20
2011 12 31 OTC 4 2
2010 45 35 2010 33 23 2010
UBS CDS
UBS
CDS
CDS CDS UBS
CDS
UBS OTC
CDS 2010
CDS
CDS
2011
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UBS
CDS
2011 12 31 1,393
6 3
1,322 61
UBS OoTC 20009
OTC CDS CCP
UBS
2011
UBS UBS | SDA MTA
UBS CDS | SDA
CDS
UBS CDS UBS
CDS UBS
/
2011 12 31 UBS
UBS
21
UBS UBS UBS
a) 15
(
)
CDS
( )
2011 12 31 2,422 16
2010 12 31 1,171 46
2011 12 31 2010 12 31 2009 12 31
1,203 402 (171)



EDINETOOOO
00000000000 0O(E05852)

OoooooO
(1,172) (383) 182
31 19 11
2011 12 31 1, 389
2010 12 31 972
2011 12 31 2010 12 31 2009 12 31
(461) 35 (48)
452 (60) 11
(9) (25) (37)
2011 12 31
244 2010 12 31 393
2011 12 31 22 2010 12
30
16
2011 12 31
10 10
366 500 309 232 18
70 91 45 58
296 409 264 174 18
2011
2010 2009 38 22 183
2011 12 31
7,450 3,583 2010 12 31
5,397 3,392
2011 2010
18
2011 11 2010 28
2009 40
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2011
2011 12 31
10 40
96
ocCl
2011 UBS
2011 12 31
169 169 2011
b
12
0 0 3 11 4 19
0 0 2 8 4 15
10 10
10 10
0 0 0 1 3 0 4
2011 12 31 UBS
24
2011 2010
12 31 12 31
551,590 573,852
550,023 571,970
1,567 1,882
398,110 428,347
331,415 352,668
39, 480 54,975
27,216 20, 705
25
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2011 12 31 UBS
UBS
2011
12 31
2012 819
2013 705
2014 627
2015 532
2016 445
2017 2,591
5,719
453
5,266
2011 2010 2009
12 31 12 31 12 31
837 1,057 1,191
84 97 57
754 960 1,134
26
a
/
26d
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UBS
UBS
OTC
UBS
UBS UBS
UBS LI BOR
2011
Credit Support Annex CSA
134
oTC
OTC
CVA UBS OTC
CVA CVA
UBS
CVA
DVA DVA UBS CVA
UBS
UBS
DVA
UBS UBS
UBS
2011 2010 12 31 CVA DVA
CVA DVA
2011 12 31 2010 12 31
DVA
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0.8 0.5
cVA
2 (0. 8) 1.0
(0. 3) 0.7
(0.1) 0.1
(0. 4) 0.2
(2.9) (2.2)
(1.3) (1.1)
(0. 2) (0.1)
(1.4) (1.0)
1 2
UBS
UBS UBS
UBS
FTP FTP
UBS UBS
MT N FTP
UBS MTN
2011
2010 12 31
2011 12 32010 12 312009 12 31
1,537 (548) (2,023)
1,526 (471) (1, 958)
1,934 237 890
( ) UBS
()
UBS LI BOR 18.5
/
)
UBS
UBS
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UBS
UBS
b
1
2011 12 31 2010 12 31
2 99. 4 55.7 7.8 162.38 116.1 83.0 10.8 209.9
33. 2 6. 2 0.5 39. 9 38. 3 22. 2 0.8 61. 4
- 3.4 469.2 13.9 486. 6 3.6 385.1 12.4 401.1
0. 4 294. 9 0.9 296. 2 0.9 201. 5 1.3 203. 8
0.0 58. 4 8. 8 67. 3 0.0 48. 1 7.7 55. 8
0. 4 94. 8 2.0 97. 2 0. 3 112. 2 1.0 113.5
2.6 14. 2 2.2 19. 1 2.3 17.5 2.4 22. 2
0.0 6.9 0.0 6.9 0.0 5.8 0.0 5.9
0.7 6.9 2.7 10.3 0.8 7.3 0.5 8.5
34.8 17.7 0.6 53. 2 52.9 21.0 0.9 74.8

138.4 549.5 25.0 712.9 173.4 496.4 24.5 694.3

30. 4 8. 4 0.6 39.5 42.9 11.8 0.3 55.0
- 3.5 459.1 10.8 473. 4 3.5 379.9 10.4 393.38
0. 4 275.7 0.3 276.5 1.0 187. 8 0.7 189. 4
0.0 56. 3 7. 1 63. 4 0.0 44.9 6. 2 51.1
0. 4 103. 6 2.3 106. 3 0.3 120. 9 1.8 123.0
2.7 16. 5 0.9 20. 1 2.2 20. 5 1.5 24. 2
0.0 6.9 0.1 7.0 0.0 5.8 0.1 6.0
0.0 76. 9 12.1 89.0 0.0 86. 7 14.0 100. 8
0.0 16. 4 0.0 16. 4 0.0 18.1 0.0 18.1
34.0 560.8 23.5 618.2 46.4 496.5 24.7 567.6
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! 2011 12 31
10
2010 12 31
14 17
2
14
13
UBS
2009 12 31 12.2 23.8 17.0 10. 3
1 0.2 1.2 1.8 0.3
(0.2) 8 0.1
0.4 0. 0.0 0.2
0.0 (7.0) (5. 4) (1.4)
3.7 0 0.0
(3.7)
0.0 . .4 .
(8.6) (6.8) (4.7)
(0. 4) (2.7) (1.1) 4.7
2.4 1.6 1.8 8
(2.8) (4.3) (2.9) (1.1)
(1.0) (3.0) (1.9) 0.1
2010 12 31 10.8 12. 4 10. 4 14.0
2010 12 31 10.8 12. 4 10. 4 14.0
1 (0. 4) 1.9 0.7 (0.5)
(0.6) 1.9 0.7 (0.5)
0.2 0 0.0 0.1
(2.2) (1.1) (0.5) 0.4
2.5 0 0.0
(4.7) 0.0
5.2
(4.4) (2.2) (4.8)
(0. 4) 0.6 0.1 (2.0)
1.0 .7 3 1.8
(1.4) (1.1) (1.2) (3.8)
1 0.1 0.1 0.0
2011 12 31 7.8 13.9 10. 8 12.0

1
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14

11

16

12

CDO

CDO

17

19
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CDO cLO
RL N
CDS
10
RL N
25
47
cCLO
17 13
11
CDS
CDS
CDO
CDS
CDS
CDS
CDS
CDS
CDS
CDO
CDS
33
CDO 14 CDS
CDhO
CDS
4 4
CLO CDS
CDS CDS
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CDO
CDS
CDS
22
18
38
15
52
10
4 8

21 14 13

UBS
2011 12

20 40
UBS
2011 12 31 2010 12 31

0.3 (0.3) 0.3 (0.3)
0.2 (0.2) 0.2 (0.2)
0.1 (0.1) 0.1 (0.1)
0.6 (0.6) 0.6 (0.6)
0.1 (0.1) 0.4 (0. 4)
0.3 (0.3) 0.7 (0.7)
0.5 (0.5) 0.1 (0.1)
0.2 (0.2) 0.4 (0. 4)
1.1 (1.1) 1.6 (1.86)
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ETD
oTC

ABS
RMBS CMBS ABS

RMBS CMBS ABS

oTC

NAYV
NAYV

NAV
ETD

RMBS

CDO

CDO

FRA
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OTC
FRA
OoTC
5 CVA
SNB
2011 12 31 2010 12 31
565 599
( ) 221 282
( ) (354) (260)
1 (56)
433 565
2011 12 31 2010 12 31
2010 12 31
OTC UBS
e
UBS

28

2011 12 31 2010 12 31
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23. 2 23.2 17.1 17.1
266.6 268. 2 261.3 263. 4
58. 8 58.8 62.5 62.5
213.5 213. 3 142.8 142.8
41. 3 41. 3 38.1 38. 1
10. 2 10. 2 20.6 20. 6
30. 2 30. 2 41.5 41.5
342. 4 342. 4 332.3 332.5
8.1 8.1 6.7 6.7
102. 4 102. 4 74.8 74.7
67. 1 67. 1 58. 9 58. 9
141.6 140. 6 131.6 131. 4
47. 2 47. 2 49. 2 49. 2
0.1 0.1 0.1 0.1
0.0 0.7 0.0 0.4
bo11
34
15
UBS
UBS
UBS
UBS
UBS
)
85 100 94
100 4 6 93 100
98 100 98 47
( )
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27
2011 12 31 2010 12 31
58, 463 79, 742
39, 936 61, 352
26,022 38,106
27,841 27,119
5,971 10, 235
43 559
118, 296 155,202
a)
2011 12 31 2010 12 31
22.9 30. 9
15. 6 28. 6
80.0 96. 6
118.5 156. 1
UBS
UBS
a) 13 a) 14
2011 2010
28
| AS 39
26

2011 12 31

2010 12 31
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162,821 209,873
39, 936 61, 352
2 1,149 2,665
486, 584 401, 146
650, 554 613,684
10, 336 8,504
40,638 26, 939
23,218 17,133
58, 763 62, 454
213,501 142,790
41,322 38,071
266, 604 261,263
1,464 1,404
8,757 19,175
654, 267 569,229
53,174 74,768

1,368,331

1,266,185

39,480 54,975
2 194 1,308
473,400 393,762
513,074 450,045
88,982 100, 756
16, 481 18,125
105, 462 118, 881
30,201 41,490
8,136 6, 651
102,429 74,796
67,114 58, 924
342,409 332,301
6, 646 7,581
141,572 131,628
40,512 41,622
739,019 694,993

1,357,555

1,263,918

bo11

12

31

20

118

193/432



EDINETOOOO
00000000000 0O(E05852)

ooOoooOoo
b
2008 20009
a 10
26
2011 12 31
3.3 2.7 3.0 92 %
1.0 0.7 0.8 84 %
0.5 0.4 0.4 78 %
0.3 0.2 0.2 69 %
0.9 0.8 0.8 85 %
CMBS 5.9 4.8 5.2 88 %
CMBS 0.1 0.1
5.9 4.9 5.3
2011 12 31 2010 12 31
5.3 11.09
4.9 12.1
(0. 4) 0.2
2011 6 6
69
2011
2011 12 31 2010 12 31
381 453
36 (63)
1 306 134
723 525
1
c

194/432



EDINETOOOO
00000000000 0O(E05852)

oooooog
2011 12 31
1
38.6
23.2 0.0 2.7 0.5 0.6
266.611.4 53.9 148.2 16. 4 0.6 2.6
58.8 58.8
213.5 213.5
41.3 28.0
10. 2 6.2

652.211.5 335.1148.2 16.9 28.0 0.6 3.2

486. 6 428.9

99. 2

9.6 6.7 0.2 1.4
52.3

647.70.0 6.7 0.0 0.2 428.9 1.4 0.0

1,299.81.5 341.8148.2 17.1456.9 2.0 3
18.8 1.5 1.9 0.2 1.5 1.8
58.2 0.3 0. 4 1.1 8.8 18.1
27. 6 27.6
104.6 1.8 29.9 1.3 10. 3 19.8 5.0

1,404.53.2 371.7149.5 27.5456.921. 8

2

2008
2011 12 31

VaR

2010 12 31
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24.5
17.1 0.2 0.0 0.3
2.3 261.38.4 46.3 144.3 17.2 1.1 2.3
62.5 62.5
142.8 142.8
4 38.1 23.09
20.6 16.9

566.78.4 268.7144.3 17.3 23.9 1.1 2.5

5 401. 1 338.0
6.7 134.3
7.6 3.7 0.2 1.7
73. 4
616.50.0 3.7 0.0 0.2 338.0 1.7 0.0

1,183. 8.4 272.4144.3 17.5361.9 2.8 2.5

16.4 1.5 1.8 0.3 2.3 1.6
56.9 0.2 0.2 0.9 8.1 22.5 2.4
ARS
0.1
39.5 39.5
112.91.7 41.4 1.2 10. 4 24.1 3.8
1,296.10.1 313.8145.5 27.9361.926.9 6.4
2 57
s 2008
2010 12 31 53
4
5
6
VaR
7
2011 12 31
1 0-1 2-3 4-5 6-8 9-13
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
2 45.6 36.5 8.0 3.8 5.2 0.1 99. 2
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43.3 9.0 0.0 0.0 0.0 52. 3
0.1 5.8 3.0 7.9 2.7 0. 19.9
3
2.0 9.9 3.2 2.7 1.1 18.8
0.3 31.7 13.2 5.8 7.1 0. 58. 2
0.1 26.1 0.6 0.4 27.1
0.5 0.0 0.5
146.2867.6 228.5 125.734.0 2. 0.0 1,404.5
2010 12 31
1 0-1 2-3 4-5 6-8 9-13
14.6 9.8 0.0 24.5
0.3 11.7 2.6 2.3 0.2 0. 17.1
11.8 75.6 76.2 79.8 16.2 1 261. 3
59.4112.9 23.1 8.2 1.7 0. 205. 2
15.2331.7 38.4 12.6 2.2 1 401.1
6.2 22.6 4.5 4.5 0.3 0. 38.1
2 52.5 59.4 10.2 5.5 6.4 0 134. 3
66.8 6.6 0.0 0.0 73. 4
0.1 6.1 3.7 16.3 1.6 0. 28. 2
3
0.1 7.2 4.5 3.1 1.4 0 16. 4
0.7 32.8 10.3 4.8 8.1 0. 56. 9
39.0 39.0
0.5 0.5
227.9676.4 173.4 137.338.1 3. 39.51,296.0
UBS
2 %011 12 31 ARS
2010 12 31 4 2010
29
2011 2010 20009
12 31 12 31 12 31
534 477 742
1 461 430 694
2 13 22 9
36 25 39
3 24 0 0
4 254 246 246
788 724 988
29a 2 29b %011
37
21 4 29c¢c
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2011 2010 20009
12 31 12 31 12 31
1 3,300 3,174 3,053
3,300 3,174 3,053
2011 2010 20009
12 31 12 31 12 31
1 (224) (220) (251)
2 (166) (158) (163)
(16) (17) (25)
(406) (395) (439)
29a 29b
a
UBS
UBS
/ UBS
I AS 19
13.5
27.5
2011 BVG
2005 BVG 2010
BVG2010
2012 530
UBS
UBS 2012
108
- a) 24)
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2011 2010 2009 2011 2010 20009
12 31 12 31 12 31 12 31 12 31 12 31

(21,299p1,119p1, 31104, 05834, 3533, 642)
(410) (384) (432) (33) (41) (41)
(569) (657) (672) (210) (237) (230)

(211) (197) (195) 0 0 00
(1,452) (149) 231 (259) (119) (471)
985 1,252 1,314 145 148 153
(11) (45) (54) 0 0 0

0 0 0 (4) 549 (122)

(22,967TR1,299R1, 11904, 414 4,053)4, 353)

20,690 20,28619,0293, 406 3,517 2,866

715 850 846 217 237 202
(523) 54 963 (94) 163 266
495 510 513 71 86 232
11 45 54 0 0 0
211 197 195 0 0 0
(985) (1,252 1,314) (145) (148) (153)
0 0 0 3 (449) 104

20,614 20,69020, 2863, 458 3,406 3,517

(2,353) (609) (833) (956) (647) (836)

4,916 3,028 2,996 1,470 1,183 1,475

2,562 2,418 2,163 514 536 6309
2,418 2,163 2,123 536 6309 548
(362) (300) (527) (99) (130) (167)
495 510 513 71 86 232
11 45 54 0 0 0
0 0 0 6 (59) 26
2,562 2,418 2,163 514 536 6309

2011 2010 2009 2011 2010 20009
12 31 12 31 12 31 12 31 12 31 12 31

2,562 2,418 2,163 738 756 890
0 0 0 (224) (220) (251)

2,562 2,418 2,163 514 536 6309
410 384 432 33 41 41
569 657 672 210 237 230

(715) (850) (846) (217) (237) (202)
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87 6 4 215 73 89 98
0 0 0 0 0 0
11 45 54 0 0 0
0 0 0 0 0 0
362 300 527 99 130 167

2011 2010 2009 2008 2007
12 31 12 31 12 31 12 31 12 31

(22,967R1,299R1,119R1,311{R0, 877)
20,614 20, 69020,28619,02922, 181

(2,353) (609) (833) (2,282)1,304

0 253 214 0 0
(523) 54 963 (3,820) (250)

2011 2010 2009 2008 2007
12 31 12 31 12 31 12 31 12 31

(4,174Y3,813Y4,078)3,402Y4,654)
(240) (240) (275) (240) (274)
3,458 3,406 3,517 2,866 4,579

(956) (647) (836) (776) (349)

(46) (17) (12) 62 (32)
(94) 163 266 (1,027) (97)

2011 2010 2009 2011 2010 20009
12 31 12 31 12 31 12 31 12 31 12 31

2.3 2.8 3.3 4.8 5.4 5.7
2.5 2.5 2.5 4.1 4.9 5.0
0.0 0.3 0.5 2.1 2.3 2.5
2.8 3.3 3.3 5.4 5.7 6.0
3.5 4.3 4.5 6.5 6.9 6.6
2.5 2.5 2.5 4.9 5.0 4.5
0.3 0.5 0.5 2.3 2.5 1.9
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2011 2010 2009 2011 2010 2009
12 31 12 31 12 31 12 31 12 31 12 31
31 32 35 39 45 46
53 54 51 46 38 35
14 13 13 3 3 3
2 1 1 12 14 16
100 100 100 100 100 100
18-44 15-39 18-44 39-42 40-42 42-45
46-70 44-68 41-65 43-45 38-44 37-44
10-18 10-18 9-17 3-5 3-6 3-7
0-5 0-5 0-5 10-13 11-15 11-12
1.0 4.6 9.7 3.8 11.7 15.5
UBS UBS 516 258 205
UBS AG 23 25 66
UBS 20 298 25
UBS 157 188 193
s ac 2011 12 31 2010 12 31 2009 12 31 2,014,000 1,638
65
65 45
2011 2010 2009 2011 2010 20009
12 31 12 31 12 31 12 31 12 31 12 31
BVG 2b10 G 21.1 17.9 17.9 22.8 17.9 17.9
SINA_ L CcMI 20%0 G, 24.3 23.0 22.8 27.3 25.9 25.7
K. 2005 G 19.4 19.3 19.1 22.1 22.0 21.9
I RC 1.430(h)(3) PPA
3 19.1 19.0 18.4 19.1 19.0 18.4
65
65 45
2011 2010 2009 2011 2010 20009
12 31 12 31 12 31 12 31 12 31 12 31
BVG 2b10 G 23.6 21.0 21.0 25.3 21.0 21.0
SINA_L cMI 2010 @, 25.5 24.7 24.6 27.8 26.6 26.5
K. 2005 G 23.5 23.4 23.3 26.1 26.0 25.8
I RC 1.430(h)(3) PPA
: 21.0 20.9 20.6 21.0 20.9 20.6
Lo1o0 20009 BVG 2005 o010 20009
PA 2000 G %000 RP 2000
b
UBS
UBS
2011 12 31 219
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2010 12 31 209 2009 12 31 186
2011 12 31
166 2010 12 31 158 2009 12 31
2011 12 31 2010 12 31 2009 12 31
13 ) 22
2012
2011 2010 20009
12 31 12 31 12 31
(209) (186) (159)
ot (9) (7)
(11) (11) (10)
(2) (2) (2)
(17) (35) (31)
9 10 10
13 0 9
(2) 24 4
(219) (209) (186)
0 0 0
7 8 8
2 2 2
(9) (10) (10)
0 0 0
2011 2010 20009 2008 2007
12 31 12 31 12 31 12 31 12 31
(219) (209) (186) (159) (190)
0 0 0 0 0
(219) (2009) (186) (159) (190)
0 6 8 3 8
bo11
2012
2023
1 1
4 (3)
38 (30)
c
UBS
UBS
2011 12 31 2010 12 31 2009 12 31
254 246 246
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UBS UBS UBS
UBS UBS UBS AG /
2008 UBS UBS
25 10
20009 UBS UBS
2011 12 31 16
2010 12 31 21
UBS
2011 2010 20009
12 31 12 31 12 31
UBS
24 21 34
UBS
10 11 12
3 3 2
UBS AG UBS
2011 2010 20009
12 31 12 31 12 31
UBS AG 2,713 2,684 3,869
UBS 7 40 35
UBS AG 2,374 4,735 4,116
UBS 18 10 14
29a
UBS 2011 12 31 UBS AG 17,628, 845
196 2010 12 31 UBS AG 17,665,621
2009 12 31 UBS AG 17,259, 203 278
30
a
UBS
EOP 50
GEB
PEP UBS 2011
2011

a)25)
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( EOP )
UBS UBS UBS
EOP 2010 2011 EOP
EOP
Al V UBS
UBS
UBS
UBS
UBS Al V EOP
UBS UBS EOP
UBS
SEEOP GEB
UBS
2011 EOP
2010 UBS
SEEOP SEEOP
UBS EOP
| PP 2010 GEB
| PP
UBS | PP UBS
2015
| PP 2010
PEP 2011 2010 GEB
PEP
EP TSR
UBS PEP
EP
TSR UBS
UBS
cvcpe 20009
CVCP 20009
CBP 2011 2010
GEB CBP
2010
2011
20009 2010 GEB
CBP 2011 CBP GEB
DCP 2011
DCP DCP

DCP 2011
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LTDRSI S LTDRSI S
UBS
UBS
UBS
2005 20009 2012
2010 2011
2015 2018 2018
UBS
UBS
UBS
10 20 UBS

KESAP

KESOP 20009
SAR UBS SAR
UBS SAR UBS
UBS UBS
SAR
UBS UBS
2011 2010 KESAP KESOP
UBS
UBS
/
2010
UBS
UBS
10
UBS
UBS UBS
2011 12 31 UBS 77 1409
SAR
SAR

2011 12 31 2012
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0000000
2012
2011
2011 2012
2011
2011
1,514 (88)1, 426 0 0 0
cvcP 0 204 204 0 42 42
CBP
34 105 139 3 137 140
34 309 343 3 179 182
EOP/ SEEOP/
UBS 231 1,0691, 300 625 641 1,266
PEP 3 5 8 10 4 14
| PP 0 97 97 0 134 134
UBS 234 1,1711, 405 635 779 1,414
UBS KESAP/ KESOP 0 100 100 0 15 15
EOP -AlV 25 93 118 69 48 117
1,807 1,5853,392 707 1,0211,728
335 (19) 316 247 190 437
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
3 1,842 676 2,518 1,024 2,8143,838
3,984 2,2426,226 1,978 4,0256, 003
Y2011 12 31 1,789 UBS 1,405
UBS 100 Al V118 39
127 2 121 215
173 216 21
3
2010 2011
2010
2010
2,079 5 2,084 0 0 0
cvcP 0 179 179 0 292 292
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CBP

6 4 71 135 236 19 255
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 - Al YV 28 83 111 67 57 124

2,611 1,4714,082 1,574 1,2202,794

2 399 (169) 230 337 0 337
1,813 0 1,813 0 0 0
29 570 599 388 2,1862,574
127 35 162 221 302 523
UBS 11 82 93 89 266 355
3 1,980 687 2,667 698 2,7543, 452

4,990 1,9896,979 2,609 3,9746, 583

2010 12 31 1,843 UBS 1,428
UBS 145 Al V111 90
69 2011
2
b 107 167
135 69 85
3
2009 2010
2009
20009
2,245 (169)2,076 0 0 0
CVCP 0 19 19 0 558 558
CBP
44 0 44 45 12 57
44 19 63 45 570 615
EOP/ SEEOP/
UBS 276 283 5509 1,352 97 1,449
PEP 0 0 0 8 0 8
I PP 0 0 0 467 0 467
UBS 276 283 5509 1,827 97 1,924
UBS KESAP/ KESOP 33 23 56 34 286 320
EOP - Al V 34 21 55 134 13 147
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2,632 177 2,809 2,040 966 3,006

2 816 (117) 699 0 0 0
1,712 0 1,712 0 0 0
127 471 598 1,198 1,7442,942
28 (7) 21 124 241 365
UBS 0 95 95 110 236 346
3 1,867 559 2,426 1,432 2,2213,653

5,315 619 5,934 3,472 3,1876,659

2009 12 31 913 UBS 559
UBS 56 Al V55 16
227 2011
b
2 41 81
56 433 250
3
EOP Al YV
2011 2010 2009 12 31 1,
1, 843 913

2011 12 31

1,319 2.1
UBS UBS Al V
2011
2011 2012
2011 2010 2009 12 31
EOP Al V 93 79
8 3 2011 12 31
262

C

UBS

UBS

UBS
2011 2010 20009

( ( (
) ) )

171,085, 140 18 86,888,626 31 84,736,935 53
111,254,968 18 125,133,310 15 39,067,130 12
(54,443,660) 21 (29,669,688) 42 (31,293,824) 66
(13,197,909) 18 (11,267,108) 21 (5,621,615) 38
214,698,539 17 171,085,140 18 86,888,626 31
59,154,235 47,366, 286 40,148, 461
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2011 2010 2009 12 31
980 421 346
| PP
I PP 1PP
2011 2011 2010 2010
1 uBs 2 L uBs 2
( ) ( )
18,157,242 22 18,157,242 0 0 0
31,848 21 31,84819,629, 916 22 19,629, 916
0 0 0 0 0 0
(2,051,624) 22 (2,051,624) 472,674) 22 (1,472,674)
UBS /
N/ A N/ A 0 N/ A N/ A 0
16,137,466 22 16,137,448, 157,242 22 18,157,242
6,727, 398 6,727,398, 073,546 4,073,546
1 2
PEP
PEP PEP
2011 2011 2010 2010
! uBs 2 1 uss 2
518, 837 16 518, 837 0 0 0
754,530 19 754,530 545,642 16 545,642
0 0 0 0 0 0
(62,769) 19 (62,769) (26,805) 16 (26,805)
UBS /
N/ A N/A (732,364) N/ A N/ A (251, 636)
1,210,598 18 478,234 518,837 16 267,201
594,235 244,332 221,638 114, 143
UBS
UBS
2011 1 2010 1 20009 1
( ) ( ) oy )
205,545,575 42 228,623,886 43 236,055,545 47
0 0 0 0 22,525,624 13
(1,306,764) 12 (40, 894) 14 (48,241) 16
(810,094) 24 (5,814,986) 33 (7,245,512) 37
(23,436,356) 42 (17,222, 431) 54 (22,663,530) 48
179,992,361 43 205,545,575 42 228,623,886 43
178,008, 644 43 155,302,104 48 137,797,186 51

209/432



EDINETOOOO
00000000000 0O(E05852)

) Ooooood
2011 2010 2009
12 31 12 31 12 31
17 16 18
( ) 7.5 0.1 0.2
N/ A N/ A 6.0

2011 12 31

10.21 15.00 15,990, 73711. 33 9.8 7.1 13,757,43711. 33 9.8 7.1
15.01 25.00 10,393,02918.76 0.0 7.3 10,348,02918.76 0.0 7.3
25.01 35.00 36,676, 43831.00 0.0 5.4 36,649,90330.98 0.0 5. 4
35.01 45.00 15,668, 28539. 90 0.0 2.1 15,720,1909.89 0.0 2.1
45.01 55.00 17,649,67649. 32 0.0 3.5 17,612,70149. 32 0.0 3.5
55.01 65.00 4,720,73660.15 0.0 5.0 4,720,73660.15 0.0 5.0
65.01 75.00 52,941, 72467.65 0.0 4.7 53,280,7277.69 0.0 4.7
10.21 75.00 154,040,625 9.8 152,089,723 9.8
15.58 25.00 9,300,90620. 30 0.0 0.8 9,280,90620. 30 0.0 0.8
25.01 35.00 6,442,44131.87 0.0 2.3 6,436, 79531.87 0.0 2.3
35.01 40.00 7,720,18637.73 0.0 3.0 7,713,01737.73 0.0 3.0
40.01 47.12 2,488,20342.14 0.0 3.4 2,488,20342. 14 0.0 3.4
15.58 47.12 25,951,736 0.0 25,918,921 0.0
UBS SAR
SAR
UBS SAR
2011 SAR 2010 SAR 2009 SAR
58,015,041 12 60,907,175 12 0 0
0 0 0 0 66,126, 830 12
(44,333) 15 (160,334) 12 0 0
(2,946,350) 11 (2,721,700) 11 (5,219,655) 11
(3,120) 16 (10,100) 11 0 0
55,021, 238 12 58,015,041 12 60,907,175 12
4,018,634 10 4,005,317 10 4,000,000 10
SAR
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2011 2010 2009
12 31 12 31 12 31
SAR 18 16 N/ A
SAR ( ) 0.1 0.6 N/ A
SAR N/ A N/ A 5.0
2011 12 31 SAR
SAR SAR
SAR
SAR
9.35 12.%®B,508,8581.25 4.4 6.8 4,007,40010.10 4.3 2.2
12.51 15.0047,000 14.53 0.0 7.5 0 0.00 0.0 0.0
15.01 17.5081,783 16.63 0.0 7.4 10,634 16.80 0.0 7.4
17.51 20.0B78,600 19.25 0.0 7.7 600 19.27 0.0 7.7
20.01 40.0M®05,000 40.00 0.0 7.2 0 0.00 0.0 0.0
9.35 40. GG, 021, 238 4,018,634
d
UBS
UBS UBS
2011
UBS 13.9
UBS
UBS SAR
2010 SAR
UBS
UBS 2010
2011 SAR
20009 SAR
UBS
UBS
2009 SAR
2009 12 31
48.22 40.91 53.47
2.16 1.50 2.57
0.27 0.00 0.29
11.88 9.35 40.00
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11.64 9.35 19.27
PP PEP
2011 2010 UBS
2010 2011 2010 PEP
2011 12 31
PEP
TSR 62.00
EP 52.00
0.62
0.03
18. 43
2010 12 31
I PP PEP
TSR 38.07 63.00
EP N/ A 57.00
1.06 0.60
0.12 0.10
14.80 14.80
31
UBS UBS
( BoD )
( GEB ) 2009 11 | AS 24
a
Bo D 2011
1 Bo D GEB
2011 2010 20009
12 31 12 31 12 31
21 16 16
23 30 64
1 1 2
1 1 1
2 34 48 29
79 96 112
Hbo11 John Cryan Oswald J. Grubel Mau’r een Miskovic GEB
%011 2010
o011 2010
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Bo D UBS Bo D
2011
7.0 2010 6. 7 20009 6. 4
b
2011 2010 20009
12 31 12 31 12 31
BoD GEB
1 4,800,17m,085,1949, 410, 280
BoD GEB 3,562,774,850,1964, 180, 154
1 30 2
2011 12 31 2010 12 31 2009 12 31 5
2011 12 31 2010 12 31 2009 12
30 2011 12 31 Bo
GEB UBS AG
c
Bo D GEB
BoD
1
2011 2010
22 18
0 8
(3) (4)
19 22
bo11 45,435 2GEB UBS
3.3
d
2011 2010 20009
2509 373 301
3 2 295
(33) (118) (222)
0 0 (1)
1 2 0
231 2509 373
28 39 42
1 1 1
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2011 12 31 2010 12 31 2009 12 31

131 139 130
1 1 2
9 68 156
33
e
2011 2010 UBS UBS
2011 H21
Macro Fund Ltd | mmo Heudor f AG 2010
Macro Fund Ltd 20009 UBS
2011 2010 2009
0 0 6
15 0 0
(4) 0 (6)
1 11 0 0
bo11 11
2011 2010 20009
UBS 0 0 0
UBS 3 1 0
f
UBS
UBS UBS
UBS
32
2012 2011 2011
UBS 7 4
0.02
2011 12 2012
UBS
2011 167
28
2011 65
45
17
17
15
2012 22 UBS 2022 Tier 2
7.25

606. 1
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UBS FI NMA
Tier?2
2012 UBS
2011 12 31
2012 485
245 UBS I AS 19
2012 12 31 730
33
2011 12 31
1
APPI A Gener al Partner S.a.r.|I Luxembourg, LuxemboGirogpal ABRUR 0.0 60. 0
CCR Asset Management S.A. Pari s, France Gl obal AHMUR 5.3 100.0
Fondcenter AG Zurich, Switzerl andGl obal ANHF 0.1 100.0
I NG Investment Management LimitedSydney, Australia Gl obal AKNUD 7.7 100.0
Luxembourg Financi al Group A.G. Luxembourg, Luxembaduwrg EUR 2.1 100.0
Luxembourg Financial Group Asset Maxegkbomeng, SLAXxembaduwrg EUR 0.2 100.0
OO0 UBS Bank Moscow, Russi a I B RUB 3 450.0 100.0
PT UBS Securities Indonesia Jakarta, IndonesialB | DR 118 000.0 98. 6
Topcard Service AG Gl attbrugg, Swit zerWMa&SHB CHF 0.2 100.0
Trumbull Property Growth & IncomeWFumidng@gPoh]| CDel awarCd,oblaS8A AMSD 0.3 100.0
UBS (Bahamas) Ltd. Nassau, Bahamas WM& S B UsSD 4.0 100.0
UBS (France) S.A Paris, France WM& S B EUR 125.7 100.0
UBS (Grand Cayman) Limited George Town, Cayman Bl sl andsUuSD 0.0 100.0
UBS (Iltalia) S.p.A. Milan, I1taly WM& S B EUR 60.0 100.0
UBS (Luxembourg) S.A. Luxembour g, LuxemboNM&SB CHF 150. 0 100.0
UBS (Luxembourg) SA Austria BrancYienna, Austria WM& S B CHF 0.0 100. 0
UBS (Monaco) S. A Monte Carl o, Monac oNM&S B EUR 9.2 100.0
UBS AFS Controlled Subsidiary 1 L6&dorge Town, CaymanGllosbladn dAsMSD 0.0 100.0
UBS AFS Controlled Subsidiary 2 L6&6édorge Town, CaymanGllosbladn ddssMSD 0.0 100.0
UBS Alternative and Quantitative LoneéshmeBGteati Bitedilmnbal AMBP 0.3 100.0
UBS Alternative and Quantitative Wnhvmsbhgeons DélCawarGl,oblt3A AMSD 0.1 100.0
UBS Americas I nc Wi |l mi ngton, Del awarleB, USA UusbD 0.0 100. 0
UBS Asesores Mexico, S.A. de C.V.México City, MéxicoNVM&SB MX N 233.6 100.0
UBS Asesores SA Panama, Panama WM& S B UsbD 0.0 100.0
UBS Bank (Canada) Toronto, Canada WMA CAD 8.5 100.0
UBS Bank (Netherlands) B. V. Amsterdam, the Net hwWww&SBnds EUR 0.2 100.0
UBS Bank Mexico, S.A. InstitucionM@xi g8an€iat wmul Méyied B MXN
UBS Grupo Financiero 7064 100.0
UBS Bank USA Salt Lake City, UtawmMA USA USD 1 88020 100.0
UBS Bank, S. A. Madrid, Spain WM& S B EUR 82.2 100.0
UBS Bel gium SA / NV Brussels, Belgium WM&SB EUR 28.0 100.0
UBS Brasil Administradora de Val of&s Rabioj aBiasilLt déM&SB BRL 46.5 100.0
UBS Capital Securities (Jersey) LEmiteddlier, Jersey CC EUR 0.0 100.0
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UBS Card Center AG Gl attbrugg, Swit zerWM&SHB CHF 0.1 100.0
UBS Casa de Bol sa, S. A. de C. V. México City, Méxicd B MX N 114.9 100. 0
UBS Commercial Mortgage Securitizwiiomhngoop, Del awarleB USA USD 0.0 100.0
UBS Custody Services Singapore Pt8ingapore, Singaporwm&SB SGD 5.5 100.0
UBS Derivatives Hong Kong LimitedHong Kong, China | B HKD 880.0 100.0
UBS Deutschland AG Frankfurt am Main, WaeSmBany EUR 176.0 100.0
WMA WM& S B : Global AM:
| B: cc: 2
1

UBS Fiduciaria S.p.A. Milan, Iltaly WM& S B EUR 0.2 100.0
UBS Finance (Curacéao) N.V. Wil l emstad, Net her |Cdthds AntUdSD es 0.1 100.0
UBS Finance (Delaware) LLC Wi | mi ngton, Del awarleB, USA UsSbD 37.32 100.0
UBS Financial Services (Uruguay) Mort ediadede Ur uguaywMA uyu 0.1 100.0
Responsabilidad Limitada

UBS Financial Services |Inc. Wi | mi ngton, Del awarwMA USA USD 4,17225 100.0
UBS Financi al Services I ncorporatidat of R€eyerPwe Ri ¢ o RiWWA uUusD 31.02 100.0
UBS Fund Advisor, L.L.C. Wi |l mi ngton, Del awarVeMA USA UusSD 0. 02 100. 0
UBS Fund Management (Luxembourg) ISAxembourg, LuxemboQirogoal ABMUR 10.0 100.0
UBS Fund Management (Switzerland)B&axsel, Switzerl and Gl obal ANHF 1.0 100.0
UBS Fund Services (Cayman) Ltd George Town, CaymanGllosbhlaan dAssMS D 5.6 100.0
UBS Fund Services (lreland) LimitBdblin, Ireland Gl obal AMUR 1.3 100.0
UBS Fund Services (Luxembourg) S.Auxembourg, LuxemboQirogh al ANHF 2.5 100.0
UBS Funds Australia Limited Sydney, Australia I B AUD 5.0 100.0
UBS Futures Singapore Ltd. Singapore, SingaporleB UsbD 39. 82 100.0
UBS Gl obal Asset Management (AmerWiclamij)ndgmnaen, Del awarGl,obla3A AMSD 0.0 100.0
UBS Gl obal Asset Management (Aust$Swmdmay, LAdstralia Gl obal AKNUD 40.0 100.0
UBS Gl obal Asset Management (CanafBajomme, Canada Gl obal AWMAD 117.0 100.0
UBS Gl obal Asset Management (ChinB¢i jLimgtedhina Gl obal ARINY 20.5 100.0
UBS Gl obal Asset Management (DeutBrahlffd)t GammHMai n, G3eorbmaadnyAMUR 7.7 100.0
UBS Gl obal Asset Management (HongH&Komg@gKomg mi €ElRidna Gl obal AMKD 25.0 100.0
UBS Gl obal Asset Management (I tal Mial)a 8GRI tSplAy Gl obal AMUR 5.1 100.0
UBS Gl obal Asset Management (Japafigkyod Japan Gl obal AMPY 2,200.0 100.0
UBS Gl obal Asset Management (Sing@ipmgapored SingaporGl obal ABGD 4.0 100.0
UBS Gl obal Asset Management (Tai whai)peéitd Tai wan Gl obal A MWD 340.0 100.0
UBS Gl obal Asset Management (UK) ILondon, Great Britadlnbal AMBP 125.0 100.0
UBS Gl obal Asset Management (US) Winlmington, Del awarGl,obla3A AMSD 17.2 100.0
UBS Gl obal Asset Management FundsLandon, Great Britadlmnbal AMBP 26.0 100.0
UBS Gl obal Asset Management Hol dibgndon, Great Britadlnbal AMBP 151. 4 100.0
UBS Gl obal Asset Management Life Loemdon, Great Britadlmnbal AMBP 15.0 100.0
UBS Gl obal Life AG Vaduz, Liechtenst eiWM&SB CHF 5.0 100.0
UBS Gl obal Trust Corporation St . John, Canada WM& S B CAD 0.1 100. 0
UBS Hana Asset Management CompanySéoul, South Korea Global AKRW 45,000.0 51.0
UBS Hypotheken AG Zurich, Switzerl|l andWM&SB CHF 0.1 98. 0
UBS I nternational Hol di ngs B. V. Amsterdam, the NethGeO!|l ands EUR 6.8 100. 0
UBS International Hong Kong Limitkdadng Kong, China WMA UsSbD 1.7 100.0
UBS International Life Limited Dublin, lreland WM& S B EUR 1.0 100.0
UBS I nvestment Management Canada Torcont o, Canada WMA CAD 0.0 100. 0
UBS Italia SI'M SpA Milan, I1taly I B EUR 15.1 100.0
UBS Leasing AG Zurich, Switzerl|l andWM&SB CHF 10.0 100.0
UBS Life AG Zurich, Switzerl andWM&SB CHF 25.0 100. 0
UBS Life Insurance Company USA Sacramento, CaliforwMA, USAISD 39.2% 100.0
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UBS Limited London, Great BritaiBn GBP 153. 7 100. 0
UBS Loan Finance LLC Wi | mi ngton, Del awarleBB USA USD 16.% 100. 0
UBS Menkul Degerl er AS I stanbul, Turkey =) TRY 30.0 100.0
UBS New Zealand Limited Auckl and, New Zeal angd NZD 7.5 100.0
UBS O' Connor Limited London, Great Britadlnobal ABBP 8.8 100.0
UBS O Connor LLC Dover, Del awar e, USA obal AMSD 1.0 100.0
UBS Preferred Funding (Jersey) Li®&itedelier, Jersey CC EUR 0.0 100.0
UBS Preferred Funding Company LLCWilIVmington, DelawarCC USA USD 0.0 100.0
WMA : WM& S B Global AM:
| B: cc: 2
1
UBS Preferred Funding Company LLCWVI mington, DelawarCC USA USD 0.0 100.0
UBS Private Equity Komplementar G®BhH Homburg, Ger manWwM&SB EUR 0.0 100.0
UBS Real Estate KapitalanlagegeseMuschbaft Gmbhany Gl obal AMUR 7.5 94. 9
UBS Real Estate Securities Inc Wi | mi ngton, Del awarleBB USA USD 1 3002 4 100.0
UBS Realty Investors LLC Boston, MassachusetQlso,balSAMSD 9.3 100.0
UBS Saudi Ar abi a Riyadh, Saudi ArabilaB SAR 110.0 73.0
UBS Securities (Thailand) Ltd Bangkok, Thail and I B THB 500. 0 100.0
UBS Securities Asia Limited Hong Kong, China I B HKD 20.0 100.0
UBS Securities Australia Ltd Sydney, Australia =) AUD 209.3 100.0
UBS Securities Canada | nc Toronto, Canada I B CAD 10.0 100.0
UBS Securities Espafia Sociedad deMWdlrodes SPAiIinNn I B EUR 15.0 100. 0
UBS Securities France S.A. Pari s, France I B EUR 22.9 100.0
UBS Securities Hong Kong Limited Hong Kong, China I B HKD 430.0 100.0
UBS Securities India Private Limi Medcdbai, India I B I NR 140. 0 100.0
UBS Securities International Li mi teddon, Great BritaiBn GBP 18.0 100.0
UBS Securities Israel Limited Herzliya Pituach, |IlsBrael LS 0.0 100.0
UBS Securities Japan Ltd George Town, Cayman B sl andsIPY 60 000.0 100. 0
UBS Securities Japan Preparation TokyolLtdapan =) JPY 8 505.0 100.0
UBS Securities LLC Wi | mi ngton, Del awarleBB USA USD 22 205.6 100.0
UBS Securities Malaysia Sdn. Bhd. Kuala Lumpur, Mal aylsBi a MY R 80.0 100.0
UBS Securities Philippines Inc Makat i City, PhilippB nes PHP 190. 0 100.0
UBS Securities Pte. Ltd. Singapore, SingaporleB SGD 311.5 100.0
UBS Securities Pte. Ltd. Seoul Br &eohl, South Koreal B KRW 150 000.0 100.0
UBS Service Centre (Poland) Sp. zKoakow, Pol and ccC PLN 1.4 100.0
UBS South Africa (Proprietary) Li®manddon, South AfrilcBa ZAR 0.0 100.0
UBS Swiss Financial Advisers AG Zurich, Switzerl andVM&SB CHF 1.5 100.0
UBS Trust Company National Associ &i il mhngton, Del awarwwmA USA USD 55.2 100.0
UBS Trustees (Bahamas) Ltd Nassau, Bahamas WM& S B UsbD 2.0 100.0
UBS Trustees (Cayman) Ltd George Town, CaymanwWM&SIBandsUuSD 2.0 100.0
UBS Trustees (Jersey) Ltd. St . Hel ier, Jersey WM&SB GBP 0.0 100.0
UBS Trustees (Singapore) Ltd Singapore, SingaporWwM&SB SGD 3.3 100.0
UBS UK Properties Limited London, Great BritaiBn GBP 132.0 100.0
UBS Wealth Management Australia LSgdney, Australia WM& S B AUD 53.9 100.0
UBS Wealth Management |I|srael Ltd Herzliya Pituach, [|VWM&aSeBl LS 3.5 100.0
WMA : WM& S B : Global AM:
2

| B: ccC:

2011
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1
APPI A Gener al Partner S.a.r.|. Luxembourg, LuxemboGlrghal AMUR 0.0 60.0
I NG Investment Management Limited Sydney, Australia Gl obal AKWUD 7.7 100.0
Luxembourg Financial Group A.G. Luxembourg, LuxemboluB g EUR 2.1 100.0
Luxembourg Financi al Group Asset Mamxaegebweurtg,S.LALx e mboluB g EUR 0.2 100.0
Trumbul | Property Growth & I ncome Widnmd n@R olnLL,C Del awar@l, o lUSIA AMSD 0.3 100.0
UBS AFS Controlled Subsidiary 1 LtGkorge Town, CaymanGllesHdalndsMSD 0.0 100.0
UBS AFS Controlled Subsidiary 2 LtCkorge Town, Cay manGllesHaln dSMSD 0.0 100.0
UBS Commerci al Mortgage Securiti zaNiilom n@adrom., Del awarleB USA UusbD 0.0 100.0
UBS Financial Services (Uruguay) Svocnitesdvadd edoe Ur uguayWMA uyu 0.1 100.0
Responsabilidad Limitada
UBS Funds Australia Limited Sy d nSeyyd,n eAyu s tAruasltiraa l i a | B AUD 5.0 100.0
UBS Gl obal Asset Management (Chinaeiliimigt,edChi na Gl obal AKNY 0.0 100.0
UBS Securities Japan Preparation CJoo.kyolLt d.apan I B JPY 8 505.0 100.0
wMmA Global AM: | B:
UBS Fund Services (Luxembourg) S.A. Pol and BrZabherzow, Pol en
UBS Preferred Funding Company LLC I1 Wi |l mi ngton, Del awar e, USA
2011 12 31
SI' X Grolup AG Zurich, Switzerland 17.3
UBS Securities Co. Limited Beijing, China 20.0
1
UBS
34
UBS UBS
UBS
UBS
UBS UBS
UBS
UBS
2010
37
2011
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2011 2010
12 31 12 31
UBS 270 282
619 596
1,278 1,274
2,167 2,152
216 225
24.6 0.0
42,4 (14.3)
35
2011
2011 UBS
2 54
11 20 23
4 4 10
UBS AG
2010
2010
20009
Al G
20009 UBS Al G DJ- AI G Al G
Al G
DJ- Al GCI
74 65 17 15
2010
40 35 34
30 Al G UBS
36
2011
2011
2010
2010
UBS
20009
2009
UBS
37
2011
2011 403
2011
I NG
30
10

2011
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2011 12 31
64 29 5 19 143 2 261
1 16 3 2 6 55 12 93
2 2 0 2 1 18 1 26
82 32 10 26 216 15 380
1 2
38
1
2011 2010 2011 2010 20009
12 31 12 31 12 31 12 31 12 31
0.94 0.93 0.88 1.04 1.08
1.21 1.25 1.23 1.37 1.51
1.46 1.46 1.45 1.62 1.70
100 1.22 1.15 1.11 1.18 1.16
1
12
39
UBS ( I FRS )
( FI NMA ) I FRS I FRS
(FI NMA 08/ 2)
| FRS 23 27
FI NMA
I FRS
I FRS
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FRS
UBS
FRS
20
FRS

FRS
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40 SEC
UBS AG
SEC UBS AG
UBS
UBS
UBS UBS AG
UBS AG UBS AG
FRS UBS
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) 269 0 4,343
659 0 0 (659) 0
1,427 728 (689) 0 1,467
16,954 8,230 3,263 (659) 27,788
8,712 5,216 1,664 0 15,591
2,577 2,283 1,099 0 5,959
564 117 81 0 761
0 0 0 0 0
26 80 21 0 127
11,879 7,696 2,864 0 22,439
5,075 534 399 (659) 5,350
917 61 (55) 0 923
4,159 473 454 (659) 4,426
0 0 0 0 0
4,159 473 454 (659) 4,427
0 2 266 0 268
UBS 4,159 471 188 (659) 4,159
uBs AG | FRS
UBS
UBS AG
2011 12 31 1 UBS
38,094 1,977 568 0 40,638

222/432



26, 085
41, 783
161, 663
130, 585
50, 064
482,528
44,906
6,290
263,927
39,431
1,971
59,8009
4,757
329
5,177
12,405

4,866 80, 863
57,893 3,040
123,923 88,167
30,864 33,451
801 609
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(88,596)23, 218

(43,953)58, 763
(160, 252313,501
(13,374)181,525
(13,537)39, 936

244 146,545 (150, 732386, 584

2,
8,
4,640 25,894
4,537 7,515
37,836 11,391
9,877 3,866

4,046 872
4 0
523 408

8,172 1,194
2,839 511

2,459 1,689

(34,118)41,322
(8,005) 10,336
(46,549)266, 604
0 53,174
(561) 6,327
(59,018) 795

0 5,688
0 9,695
0 8,526

(4,089) 12, 465

1,319, 740302,699405,971 (609, 24B)419, 162

63,340
16, 498
38,030
32,299
467,112
55,378
84,386
321, 393
4,530
125,251
24,226

41,669 13,787
32,622 2,969
141,005 83,646
8,437 5,751

(88,596)30, 201
(43,953) 8,136
(160, 252)02, 429
(7,007) 39,480

8,312 148,708 (150, 732373,400

11,188 34,666
533 13,522
31,934 35,632
2,203 678
407 19,873
19,345 22,2009

(34,118)67,114
(9,459) 88,982
(46,549)342, 4009

(561) 6,850
(4,914)140,617
(4,089) 61,692

1,232,444297,655381,440(550,23D)361, 309

UBS 87,297 5,043 20,126 (59,017)53, 447
0 0 4,406 0 4,406
87,297 5,043 24,532 (59,017)57, 852
1,319,740302,699405,971 (609, 24B)419, 162
luBs AG | FRS
UBS
UBS AG
2011 12 31 1 UBS

(12,251) (933)

(1,057) (14, 241)

(58) 0
50 0

(917) (114)

137 91

19,125 1,165

0 (58)
0 50
(98) (1,129)
5 233
(9) 20,281
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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) 299 159 (2,129)
889 333 4,457 5,678
65,592 4,003 10,339 79,934
66, 481 4,336 14,796 85, 612
2
38,094 1,977 568 40,638
3 3,804 29 67 3,900
4 24,582 2,330 14,162 41,074
2 66,481 4,336 14,796 85, 612
luBs aG | FRS
2011
UBS
UBS AG
2010 12 31 1 UBS
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
1,384 o 0 (1,384) 0
1,515 1,296 (1,597) 0 1,214
20, 749 9,608 3,022 (1,384) 31,994
9,220 5,850 1,850 0 16,920
2,729 2,691 1,164 0 6,585
628 172 117 0 918
0 0 0 0 0
3 90 24 0 117
12,581 8,804 3,154 0 24,5309
8,168 804 (132) (1,384) 7,455
633 (1,150) 136 0 (381)
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7,534 1,954 (268) (1,384) 7,836
0 0 2 0 2
7,534 1,954 (266) (1,384) 7,838
0 0 304 0 304
UBS 7,534 1,954 (570) (1,384) 7,534
uBs aG | FRS
UBS
UBS AG
2010 12 31 1 UBS
26,372 69 498 0 26,9309
30,941 5,038 68,198 (87,044) 17,133
39,315 61,314 9,572 (47,746) 62, 454
130,977 53,203 85,331 (126,721)142,790
170,106 32,265 39,814 (13,368)228, 815
61, 428 9,412 2,162 (11,649) 61, 352
- 393,565 8,624 115,618(116,661)A01, 146
42,940 5,010 23,861 (33,740) 38,071
4,778 4,788 8,850 (9,911) 8,504
258,378 37,828 12,778 (46,107)262,877
59,2609 11,647 3,853 0 74,768
1,450 3,612 942 (538) 5,466
62,095 6 0 (61,311) 790
4,493 614 360 0 5,467
448 8,150 1,224 0 9,822
6, 054 2,897 571 0 9,522
18,504 5,938 1,914 (3,675) 22,681
1,249,683241,001373,384(546,822), 317,247
79,842 47,430 1,261 (87,044) 41,490
20,374 23,613 10,410 (47,746) 6,651
40,713 79,920 80,883 (126,721)74,796
45,191 13,433 1,215 (4,865) 54,975
- 383,892 8,667 117,863(116,661)393, 762
45,024 10,543 37,097 (33,740) 58,924
94,864 295 18,457 (12,859)100, 756
301,976 29,266 47,166 (46,107)332,301
5,071 2,433 773 (538) 7,738
125,113 398 10,315 (5,555) 130,271
23,286 20,580 23,529 (3,675) 63,719
1,165,349236,578348, 968(485,511), 265, 384
UBS 84,334 4,408 19,388 (61,311) 46,820
0 15 5,028 0 5,043
84,334 4,423 24,416 (61,311) 51,863

1,249,683241,001373,384(546,822), 317, 247
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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)
(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
4.5 23,422 2,744 9,719 35,885
65,592 4,003 10,339 79,934
luBs AG | FRS
o011
3
2010 12 31 9,941 4
011
UBS AG
775 4,669 UBS 5,444
UBS
UBS
UBS AG

2009 12 31

UBS

(17,016)

18,798 4,432 6,715 (6,484)23, 461
(16,860) (1,982)(4,657)6, 484
1,939 2,450 2,058 0 6,446
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(937) (897) 2 0 (1,832)
1,002 1,553 2,060 0 4,614
7,912 6,025 3,774 0 17,712
(1,487) (423) 1,586 0 (324)
1,114 0 0 (1,114) 0

550 (872) 921 0 5909
9,092 6,282 8,341 (1,114)22,601
8,577 5,566 2,400 0 16,543
2,351 2,512 1,385 0 6,248

686 171 191 0 1,048

0 0 1,123 0 1,123

3 96 101 0 200
11,617 8,345 5,200 0 25,162

(2,526) (2,063)3,141 (1,114)(2,561)

210 (549) (104) 0 (443)

(2,736) (1,514)3,245 (1,114) (2,118)

0 0 (7) 0 (7)

(2,736) (1,514)3,238 (1,114) (2,125)

0 (3) 613 0 610
UBS (2,736) (1,511)2,625 (1,114)(2,736)
luBs AG | FRS
UBS
UBS AG
2009 12 31 1 UBS

30, 833 (1,716)57,607 86, 723

(42) 0 0 (42)
296 0 0 296
(656) (124) (75) (854)
104 53 6 163
(63,535)(15,228) 387 (78,376)
(63,832)(15,299) 318 (78,812)

(7,020) (1,596)(51,424)(60,040)

673 0 0 673
3,726 0 0 3,726
64, 956 0 2,106 67,062

(55,616)(1,548) (7,861) (65, 024)

0 0 3 3
0 (8) (576) (583)
(4,032) 2,419 1,614 0
2,686 (733) (56,136)(54, 183)
5,886 574 (933) 5,529
(24,426) 17,174) 855 (40, 744)
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0000000
75,908 18,905 18,799 113,611
51,482 1,731 19,654 72,868
2
15,177 75 5,647 20,899
3 5,927 207 194 6,327
4 30,378 1,450 13,814 45,642
51,482 1,731 19,654 72,868
luBs aAG | FRS
011
3
2009 12 31 4,841 4
UBS AG
2011 12 31
UBS 2003 0.3
Ll BOR+0. 7
UBS 2006 6.243 1.0
UBS AG
UBS UBS 2011 12 31
UBS 1, 354
UBS
UBS AG UBS UBS AG
UBS UBS AG
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UBS AG 2010 6, 123 683
5,440
1,171 34 4,597
234
452
10 155 50
2011
1,235
10
931 13 6,373
1,631 19
6909 34
2010 6,501 3,545
1,890
53 2011
1,951
14 2,312
2,285 1,286 SNB
2010 745 2011
102
1, 336 6 2 3,508
652 605
945
8009 22 4, 441
3,676
176 464
2010
233

189
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868 25 2,554
283 10 2,522
573
1,991 19 8,309
1, 448 1,821
216 239
1,269 88 165
2010
2,069 52 1,888
2011 4009
2010 2,337
2011
968
479
471
2011 25 232
192 40
2011 12 31 UBS AG 2010 12 31
846
SNB
2011 12 31 SNB 12
2011 12 31
32 41
2011 12 31 UBS
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2011

649
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25 231
UBS
148
2011 12 31 19 120
12
2011 12 31 15
20
2011 12 31 29 240
24 14
2011 10 31
65
2011 12 31
57 2011 12 31
22 125 14
13 33
25
363 17
2011 2011 54 2010
347 402 2011 12 31
324 2010 45
46
11
2010 16

11
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2010
2011 12 31 2010 12 31 12 31
11,087 8,966 10,8538, 777 2
3,989 3,226 4,4413,591 (10)
467 378 312 252 50
(10,946)18,852) (12,18(p,851) (10)
4,597 3,718 3,4262,771 34
326 264 295 239 11
6,802 5,501 8,4336,820 (19)
616 498 645 522 (4)
(1,371)(1,109) (2,07001,674) (34)
6,373 5,154 7,3045,907 (13)
3,545 2,867 6,5015, 257 (45)
833 674 228 184 265
758 613 1,7031,377 (55)
30 24 31 25 (3)
4,441 3,591 3,6322,937 22
(2,554)(2,065) (3,4220)2,767) (25)
3,508 2,837 2,1721,756 62
18,02314,575 19,4025,690 (7)
8,309 6,719 10,3008, 330 (19)
4,380 3,542 4,5023,641 (3)
12,690 10, 262 14,8021,970 (14)
5,333 4,313 4,6013,721 16
165 133 1,4341,160 (88)
581 470 617 499 (6)
153 124 181 146 (15)
4,434 3,586 2,3691,916 87
1,888 1,527 3,9573,200 (52)
(649) (525) (178) (144) 265
(232) (188) (25) (20) 828
5,440 4,399 6,1234,952 (11)
2010
12 31
2011 12 31 2010 12 31

232/432



EDINETOOOO
00000000000 0O(E05852)
ooooodn

38,09430,807 26,37221,327 44
41,22233,336 73,04959,075 (44)
231,40187, 134206, 16266, 723 12
148, 47420,071142,63415, 348 4
144,34616, 733141, 70814,599 2
120,31297,296139,685812, 963 (14)
20,19316, 330 34,788 28, 133 (42)

23,99019,401 21,075 17,043 14

4,807 3,887 4,557 3,685 5

2,114 1,710 1,643 1,329 29
13 64,58052, 226 65, 44952,929 (1)

6,552 65,299 6,373 5,154 3

846,086584, 229863, 49%598, 308 (2)

1,894 1,532 2,287 1,849 (17)

288, 872033, 609254, 76206, 026 13

56, 78845,924 50,729 41,025 12
124,62500, 784146, 96118, 847 (15)
32,52226,301 45,550 36, 836 (29)
85,39369,057 78,322 63, 339 9
278,09R824,896260, 40210, 589 7
1,951 1,578 2,605 2,107 (25)
89,36172,266 89,86072,670 (1)

62,97650,929 79,847 64,572 (21)

6,671 5,395 7,634 6,174 (13)
13 58,99447,708 60,723 49,107 (3)

7.122 5,760 4,717 3,815 51

1,412 1,142 1,424 1,152 (1)

805,916151, 740828, 77670, 231 (3)

10 383 310 383 310 0
32,35026, 161 27,379 22,141 18
42,53734, 400 42, 091 34, 039 1
(10, 187)8, 238014, 712011, 898) (31)
1,066 862 432 349 147

432 349

1,066 862
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934 755 402 325 132
5,440 4,399 6,123 4,952 (11)
40,17432,489 34,71928,077 16
846, 086584, 229863, 49%598, 308 (2)
12,3399,979 14,689 11,879 (16)
133, 691608, 120129, 24304, 519 3
2012 ( AGM)
2011 12 31
5,440 4,399
5,440 4,399
5,440 4,399
5,440 4,399
2012 AGM 0.10 0.10
0.10
2012 2012 10
2012
2012
2011 12 31
1,2
42,537 34,400
0.10 3 (383) (310)
42,154 34,0090
42,537 10, 187
32,350 o011
UBS 274
3 UBS AG 2012
UBS AG Operating
environment and strategy UBS
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36,

381
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39
UBS AG

UBS
UBS
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UBS AG
UBS AG
UBS AG
UBS |l FRS UBS AG
Il FRS
UBS 2011 10 31 UBS
UBS
UBS
121 15
176 2011 41
2011 UBS

2011 12 31

101

2011 UBS
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2011 UBS
()
2011 2010 2010
12 31 12 31 12 31
(53) 1,890
2,812 2,326 (1)
1,286 2,285 (44)
3,545 6,501 (45)
()
2011 2010 2010
12 31 12 31 12 31
192 601 (68)
1 1,352 2,337 (42)
280 968 (71)
64 51 25
1,888 3,957 (52)
(10) (18) (44)
(639) (160) 2909
(649) (178) 265
Lo11 2011
%011
2011 2010
12 31 12 31
2,980 2,830
376 4909
99 203
3,096 2,832
6,552 6,373
4,400 1,443
600 581
360 444
1,762 2,250
7,122 4,717
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2011 12 31 2010 12 31 ()
1 10,034 788 31,575 7,876 (68) (90)
2 27,841 16,96627,119 15,706 3 8
1 54,869 21,02760,989 26,308 (10) (20)
4,897 0 5,790 0 (15)
97,640 38, 781125, 47349, 890 (22) (22)
1 2
UBS
(
2011 2010 2010
12 31 12 31 12 31
UBS 650 682 (5)
2010 2011
12 31 12 31
964 (212) 18 (211) 243 802
151 (144) 5 (34) 122 101
25 (14) (9) 17 22
90 (43) 3 0 48 98
80 (49) (9) (40) 210 191
4 0 2 6
1 982 (59) 4 (153) 158 931
2,296 (522) 23 (447) 801 2,150
872 738
1,424 1,412
011 12 31 UBS AG
258 2010 12 31 230 2011 12
70 2010 12 31 83
2009 12 31 2010
356 30,377 835 2,042 (5,041) 28,5609
1 1
MC N
27 27
(2,999) (2,042) 5,041
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6,123 6,123
(402) 402 0
2010 12 31 2011
383 27,379 432 402 6,123 34,7109
14 14
4,525 1,598 (6,123) 0
0
5,440 5,440
432 634 (1,066) 0
2011 12 31 383 32,3501,066 934 5,440 40,174
! 2010 12 31 432
2011
1,066
10
2011 12 31
3,882,121, 888, 212, 190
3,747,166, 348, 716, 83547, 166, 348,716, 635
UBS AG 84,751,0968,475,110
UBS AG 204, 455 20, 446 204, 455 20,446
628,639, 3262, 863, 933
2010 12 31
3,830,840, 383, 084, 051
3,791,948, 89D, 194, 84991, 948, 8D, 194, 848
UBS AG 38,487,0743,848,707
UBS AG 404,957 40, 496 404,957 40, 496
629,920, 7182, 992,071
2011 12 31 UBS 148,639,326
100,000, 000 SNB
SNB
SNB UBS
UBS SNB
SNB SNB 2010 14
UBS AG
380,000, 000
UBS AG 2011 30
UBS AG 3.04
2011 16
2010 UBS AG 4.90
2010 12
UBS AG 6. 45 2009 12 17
UBS AG 3.45

UBS AG

http://www. si x-exchange-regul ation. com/ (
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di scl osure/ major_sharehol ders_en. ht ml
2011 2010 12 31
UBS
2011 12 31 2010 12 31
( (
) )
419,533, 40242 10.95409, 822, 3531 10.70
DTC Cede & Co. 1! 270,808, 80627 7.07 280,355, 6828 7.32
245,481, 68225 6.41245,481,6825 6. 41
160, 917,51316 4.20145,038,4025 3.79
! DTC Cede & Co.
11
12
¢ )
2010
2011 12 31 2010 12 31 12 31
131,510 102,820 28
90,102 106, 304 (15)
23,279 27,215 (14)
126 168 (25)
6,151 4,278 44
UBS AG
UBS AG VAT VAT
13 1
2011 12 31 2010 12 31
PRV N RV P RV N RV
264,14@52,725 36,20976,91866, 919 32,963
67,36462,704 2,73757,81250,578 2,345
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97,158106, 117 6,323113,51422,843 6,561
4,193 3,924 99 3,784 3,755 71
16, 53818, 105 416 16, 28119, 455 483
775 1,012 110 894 927 41
450, 17344,587 45,89869, 20364, 477 42,463
385,59385, 593 303,75803, 754
64,58058, 994 65,44960, 723
! PRV 3
NRV
14
« )
2011 2010 2010
12 31 12 31 12 31
9,375 11,529 (19)
2,346 1,740 35
11,721 13,269 (12)
a
b 5 b c d e f
Sergio P.Ermotti
CE1‘O 2011 1,394, 44%3, 200 290,800922,0001,844,0@05, 451050, 816, 350, 711
Oswald J. Gribel
C,2EO 2011 2,191,667 0 0 0 0 35,971 0 2,227,638
Oswald J. Gribel
CEO 2010 3,000, 000 0 0 0 0 25,600 0 3,025,600

Robert J. Mc Cann

CEO
2011 1,321, 513869, 23 RX46, 155,557,694, 115, 3887,0536,2649, 183,325

Carsten Kengeter

CEO
2010 874,626 002, 296339, 158,670,823, 341, 6542, 547 0 9,321,308

2011 12 31

3 2011 15,962,1713 29, 86874, 9110, 402, 120D, 804,12,71465, 69095, 2900, 134, 314
2010 12 31

3 201014, 705,18694588 ,1144%4 51, 756, 019, 9810, 039, 930811, 858143, 4021, 030, 900
2011
4 2011 4,155,606209, 201 166, 759 0 962, 76871, 9580, 4997, 046, 783
2010
4 2010 755, 9510 380, 0®W®R0, 000 0 0 78,8171718,3348,253,101
lSergio P. Ermotti 2011 CEO
2011 24 CEO 2011 11 15 %0swald J. Gribel 2011 24
CEO 3 2011 12 31 12 2010
12 31 13 4 2011
John Cryan Oswald J. Grubel 11
Mi skovi c 2010 FrancescoSZMJolrlra
Sergio P.Ermotti 2010
John Cryan Carsten Kengeter Al exander Wil mot-Sitwel!l
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a. 38
b. 60 24 20
c. 2011 2012
13.26 2010 2011 18.70
d.
2011 2012
12.76 14.14 12.36 13.70 2010
2011 18. 43 19. 94
18.30 19.80
e .
f UBS 835,200
AHV ALV
BVG
250, 000
150,000
UBS 245,000 2012 250,000
401K
2012 250,000
100,000
2010
1
2010 2011 12 31
4
2 () 3 ()
Sergio P. Er motti 2011 0 0 0 0.000 0 0.000
2010 - - - - - -
Oswal d J Gr ubel 2011 R R R R R R
5 2010 0 0 0 0.008,000,000 O0.181
John Cryan 2011 - - - - - -
5
2010221,874985, 975407, 8540.018382, 673 0.017
Markus U. Diethelm 2011358,04291,506 449,5480.021 0 0.000
2010178, 61975, 700 254, 3190. 012 0 0.000
John A. Fraser 2011460,70280, 414741, 1210.032%, 088,795 0.050
CEO 2010326, 70316, 541643, 2430.029, 088,795 0.049
Lukas Gahwiler UBS LF1O 252, 29337,517 289,8100. 013 0 0.000
CEO 2010110, 000 850 110, 8500.005 0 0.000
Carsten Kengeter 2011971,57%56, 016, 527,59Q. 070905, 000 0.041
CEO 2010916, 20B63, 041,279, 24B. 058905, 000 0.041
Ulrich Korner 2011389, 09095, 597 484, 6870. 022 0 0.000
CEO 2010177,59295,597 273, 1890. 012 0 0.000
Philip J. Lofts 2011377,61450, 772528, 3860. 024577, 723 0.026
2010200, 00944, 603344, 6120.016577, 723 0.026
Robert J. McCann 2011 330,047 0 330,0470.015 0 0.000
CEO 2010138, 59840, 866679, 4640. 031 0 0.000
Maureen Miskovic 2011 - - - - - -
5
2010 - - - - - -
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Tom Naratil 2011 221,23893,836415,0740. 019,046, 122 0.048
2010 - - - - - -
Al exander Wil mot-Sitwehh 495, 55220, 955716,5080.033353, 807 0.016
CEO 2010274, 73213,613488, 3520.022353, 807 0.016
Robert Wo | f UBS 2011 _ _ _ - - -
CEO
2010242,80%35,382878,1870.040948, 473 0.043
Chi-Won Yoon 2011306,51350, 311656, 8260.030623, 253 0.029
CEO 2010184,85818,332503,1900.023623, 253 0.028
JUngée't”ef UBS 2011306, 48711, 756 318, 2430.015205, 470 0.0009
CEO 2010113,6099,405 123,0140.006205, 470 0.0009
1 2
3 30
4 2011
a
1 e f
Kaspar Villige2011 850, 000 0 500.,2000L44, 568 0 1,494,568
2010 850, 000 0 500,2000141,308 0 1,491, 308
aspar Villiger 2011 12 31 2010 12 31 2
1 2 3,4
Mi chel Demar é 2011 /| BEB20B®O, 000 250.,5%00875,0060 39,845
M 2010 / BEBELOB®O, 000 250,%00875, 00000 52,631
David Sidwell M 2011 / BEB20GMO, 000 250.%08.075, 09® 48, 952
2010 / BRBL OW®O, 000 250.%00975,00H0 30,893
Sally Bott 2011 / 2012 ; - ; ;
c M M 2010 / BEBL 0G0, 000 775,000 24,556
Rainer - MarM M 2011 / BEBE2 0M®O0, 000 725,00®0 62, 635
Frey M 2010 / BEBL 0®®O, 000 725,00®0 43,583
Bruno Gehrig M M 2011 / BEB2 0@®O, 000 525,000 23,907
2010 / BEBL 0@®O, 000 525,000 16, 634
Ann F. M c M 2011 / BEB2 0GEO0, 000 875,000 39,845
Godbehere
M M 2010 / BEBL 0®EO0, 000 575,000 18,2109
Axel P. M M 2011 /| BEBE20®G0, 000 575,00®0 49, 632
Lehmann
M 2010 / BEBL 0@®O, 000 525,00®0 31,5109
Wol fgang M c 2011 / BRB20RDO, 000 525, 0090 23,907
Mayr huber
M M 2010 / B®B5L 0AGO, 000 475,000 15,050
Hel mut Panke M M 2011 /| B®BE2 0B®O, 000 625,000 28, 460
M 2010 / BEBL 0B®O, 000 625,000 19, 803
William G.c 2011 / BRB20BOO, 000 625,000 28, 460
Parrett
c 2010 / B®S5L 0BOO, 000 625,000 19,803
Joseph Yam M M 2011 /| B®BE2 0®GO0, 000 575,0060 26, 183
2010 / 201¢t ; . ; )
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2011 7,000,000
2010 6,700,000
C M=
5011 12 31 10 Joseph Yam 2011 28
Bott 2011 11 2010 12 31 10 Wol f gang Mayr
14 Sergi o Marchionne Peter Voser 2010 142 50
50 UBS 100 UBS
%011 12.92 2012 10 UBS 15
10.98 2010 18.56
2011 10 UBS 15
15.78 4 100
5
a
2011 8,494,568
2010 8,191,310
2010 2011 12 31 1
Kaspar Villiger 2011 49,440 0.002
2010 22,500 0.001
Mi chel Demar é 2011 76, 334 0.003
2010 23,703 0.001
David Sidwel!] 2011 100, 247 0.005
2010 69, 354 0.003
Sally Bott 2 2011 - .
2010 39,542 0.002
Rai ner - Marc Frey 2011 100, 042 0.005
2010 56, 459 0.003
Bruno Gehrig 2011 54,4009 0.002
2010 37,775 0.002
Ann F. Godbehere 2011 41,441 0.002
2010 23,222 0.001
Ax el P. Lehmann 2011 89,971 0.004
2010 58, 452 0.003
Wol fgang Mayr huber 2011 15,050 0.001
2010 0 0.000
Hel mut Panke 2011 109, 332 0.005
2010 89,529 0.004
William G. Parrett 2011 62,618 0.003
2010 42,815 0.002
Joseph Yam 2011 0 0.000
2010 - -
! 2010 2011
’5ally Bott 2011 11
1
a
Al berto Togni 2011 0 0
2010 20,493 20,493
2 2011 0 0 0
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2010 0 57,229 57,229
2011 0 0 0
2010 0 77,722 77,722
1 2
2011 2010
1,2
2012 2013 2014 2015 2016
2011 12 31 2,863,8871,988, 6808, 032790, 63188, 26988, 269 0
2010 12 31 4,409, 3452, 9228 4aH6B2,784711, 33282, 75405, 02705, 027
! 2 3 22,500
1
2012 2013 2014 2015
2011 12 31 698,884 72,775 9,349 115,690 225,995 275,075
2010 12 31 440,851 46,010 4,266 9,349 127,970 253,256
! 2 22,500
2010 2011 12 31 1
3
Sergio P.Ermotti
2011 0
2010 -
Oswald J. Grubel 4
2011 -
2010 4,000,000 4,000,000 200920009 262014 25 CHF 10.10
John Cryan 4
2011 -
2010 382,673 21,362 20022003 312012 31 CHF 36.49
20,731 20022004 312012 31 CHF 36.49
20,725 20022005 312012 31 CHF 36.49
5,454 20022003 282012 28 CHF 36.65
5,294 20022004 282012 28 CHF 36.65
5,292 20022005 282012 28 CHF 36.65
23,626 20032004 2013 31 CHF 27.81
23,620 20032005 2013 31 CHF 27.81
23,612 20032006 2013 31 CHF 27.81
5,526 20032004 2013 28 CHF 26.39
5,524 20032005 2013 28 CHF 26.39
5,524 20032006 2013 28 CHF 26.39
17,072 20042005 2014 27 CHF 44.32
17,068 20042006 2014 27 CHF 44.32
17,063 20042007 2014 27 CHF 44.32
14,210 20052006 2015 28 CHF 47.58
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14,210 20052007 2015 28 CHF 47.58
14,207 20052008 2015 28 CHF 47.58
5,330 2006 2007 2016 28 CHF 65. 97
5,328 2006 2008 2016 28 CHF 65. 97
5,326 2006 2009 2016 28 CHF 65. 97
17,762 2007 2008 2017 28 CHF 67.00
17,762 2007 2009 2017 28 CHF 67.00
17,760 2007 2010 2017 28 CHF 67.00
53 285 2008 2011 2018 28 CHF 32. 45

Mar kus U. Diethelm

2011

2010

John A. Fraser CEO

2011 1,088, 795 76, 380 2002 2005 312012 31 USD 21. 24
127,884 2002 2005 282012 28 CHF 37.90
127,884 20032006 3120183 31 USD 22.53
170, 512 2004 2007 2014 27 USD 38.13
202, 483 20052008 2015 28 USD 44. 81
213,140 2006 2009 2016 28 CHF 72.57
170, 512 2007 2010 2017 28 CHF 73.67

2010 1,088,795 76, 380 20022005 312012 31 USD 21. 24
127,884 20022005 282012 28 CHF 37.90
127,884 2003 2006 312013 31 USD 22.53
170, 512 2004 2007 2014 27 USD 38. 13
202, 483 20052008 2015 28 USD 44. 81
213,140 2006 2009 2016 28 CHF 72.57
170, 512 2007 2010 2017 28 CHF 73.67

Lukas Gé&hwiler UBS CEO CEO

2011

2010

Carsten Kengeter CEO

2011 905, 000 905, 000 20092012 2019 12 27CHF 40.00

2010 905, 000 905, 000 2009 2012 2019 12 27CHF 40.00

Ulrich Koérner CEO

2011

2010

Philip J. Lofts

2011 577,723 11, 445 2002 2003 312012 31 CHF 36. 49
11,1014 2002 20014 312012 31 CHF 36. 49
11,098 20022005 312012 31 CHF 36. 49
1,240 2002 2003 282012 28 CHF 36.65
5,464 2002 20014 282012 28 CHF 36.65
1,199 20022005 282012 28 CHF 36. 65
9,985 20032004 2013 31 CHF 27.81
9,980 20032005 2013 31 CHF 27.81
9,974 20032006 2013 31 CHF 27.81
1,833 20032004 2013 28 CHF 26. 39
1,830 20032005 2013 28 CHF 26. 39
1,830 20032006 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
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85,256 2007 2010 2017 28 CHF 73.67
74,599 20082011 2018 28 CHF 35.66

2010 577,723 11, 445 2002 2003 312012 31 CHF 36. 49
11,104 2002 20014 312012 31 CHF 36. 49
11,098 20022005 312012 31 CHF 36. 49
1,240 2002 2003 282012 28 CHF 36.65
5,464 2002 20014 282012 28 CHF 36.65
1,199 20022005 282012 28 CHF 36. 65
9,985 2003 2004 2013 31 CHF 27.81
9,980 20032005 2013 31 CHF 27.81
9,974 20032006 2013 31 CHF 27.81
1,833 2003 2004 2013 28 CHF 26. 39
1,830 20032005 2013 28 CHF 26. 39
1,830 20032006 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

2011

2010

Maureen Miskovic 4

2011 -

2010 -

Tom Naratil

2011 1,046,122 35,524 20022003 312012 31 USD 21. 24
35,524 2002 20014 312012 31 USD 21. 214
35,521 2002 2005 312012 31 USD 21. 214
4,262 20022004 292012 28 USD 21. 70
63,942 2003 2006 312013 31 USD 22.53
4,262 20032005 282013 28 USD 19. 53
145, 962 2004 2007 2014 27 UsSD 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 20092012 2019 27 CHF 11. 35

2010 -

Al exander Wil mot-Sitwel CEO

2011 353,807 53,282 20052008 2015 28 CHF 47.58
2,130 20052007 2015 CHF 47.89
35,524 2006 2007 2016 28 CHF 65. 97
35,524 2006 2008 2016 28 CHF 65. 97
35,521 2006 2009 2016 28 CHF 65.97
106,570 2007 2010 2017 28 CHF 73.67
85,256 20082011 2018 28 CHF 35.66

2010 353,807 53,282 20052008 2015 28 CHF 47.58
2,130 20052007 2015 CHF 47.89
35,524 2006 2007 2016 28 CHF 65. 97
35,524 2006 2008 2016 CHF 65.97
35,521 2006 2009 2016 28 CHF 65. 97
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106, 570 2007 2010 2017 28 CHF 73.67
85,256 20082011 2018 28 CHF 35.66

Robert Wol f UBS CEO

2011 -

2010 948, 473 287,739 20032006 3120183 31 USD 22.53
213,140 2004 2007 2014 27 USD 38. 13
127,884 20052008 2015 28 USD 44. 81
106, 570 2006 2009 2016 28 CHF 72.57
106, 570 2007 2010 2017 28 CHF 73.67
106,570 20082011 2018 28 CHF 35.66

Chi -Won Yoon CEO

2011 623,253 11,577 20022002 312012 31 USD 21. 214
11,229 20022004 312012 31 USD 21. 24
11,227 2002 2005 312012 31 USD 21. 24
2,252 20022002 282012 28 USD 21.70
6, 446 20022004 292012 28 USD 21. 70
2,184 2002 2005 282012 28 USD 21.70
8,648 20032004 2013 31 USD 20. 49
8,642 20032005 2013 31 USD 20. 49
8,635 2003 2006 2013 31 USD 20. 49
4,262 20032005 282013 28 USD 19.53
3,374 20032004 2013 28 USD 19. 53
3,371 20032005 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 20052006 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 20009 2017 28 CHF 67.00
8,880 2007 2010 2017 28 CHF 67.00
42,628 2008 2011 2018 28 CHF 32. 45
350, 000 20092012 2019 27 CHF 11. 35

2010 623,253 11,577 20022002 312012 31 USD 21. 24
11,229 2002 2004 312012 31 USD 21. 24
11,227 2002 2005 312012 31 USD 21. 214
2,252 20022002 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 20032004 2013 31 USD 20. 49
8,642 20032005 2013 31 USD 20. 49
8,635 2003 2006 2013 31 USD 20. 49
4,262 20032005 282013 28 USD 19. 53
3,374 20032004 2013 28 USD 19. 53
3,371 20032005 2013 28 USD 19.53
3,371 20032006 2013 28 USD 19. 53
6,200 2004 2005 2014 27 CHF 44. 32
4,262 2004 2006 2720114 27 CHF 44.32
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6,198 2004 2006 2014 27 CHF 44. 32
6, 195 2004 2007 2014 27 CHF 44. 32
10,659 20052006 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 20009 2017 28 CHF 67.00
8,880 2007 2010 2017 28 CHF 67.00
42,628 2008 2011 2018 28 CHF 32. 45
350, 000 20092012 2019 27 CHF 11. 35
Jirg Zeltner UBS CEO CEO
2011 205,470 809 2002 2003 312012 31 CHF 36. 49
784 2002 20014 312012 31 CHF 36. 49
784 2002 2005 312012 31 CHF 36. 49
4,972 2004 2007 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 2006 2007 2016 CHF 65. 97
7,103 2006 2008 2016 CHF 65.97
7,103 2006 2009 2016 28 CHF 65. 97
110 2006 2008 2016 CHF 65.91
242 2006 2008 2016 CHF 61. 84
230 2006 2008 2016 CHF 65. 76
221 2006 2008 12 2016 12 CHF 67.63
7,105 2007 2008 2017 CHF 67.00
7,105 2007 20009 2017 CHF 67.00
7,103 2007 2010 2017 28 CHF 67.00
223 2007 2009 2017 CHF 67.08
42,628 20082011 2018 28 CHF 35.66
90, 000 20092012 2019 27 CHF 11. 35
2010 205,470 809 2002 2003 312012 31 CHF 36. 49
784 200220014 312012 31 CHF 36. 49
784 20022005 312012 31 CHF 36. 49
4,972 2004 2007 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 2006 2007 2016 28 CHF 65. 97
7,103 2006 2008 2016 CHF 65.97
7,103 2006 2009 2016 28 CHF 65. 97
110 2006 2008 2016 CHF 65.91
242 2006 2008 2016 CHF 61. 84
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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 20072009 2017 CHF 67.08
42,628 20082011 2018 28 CHF 35.66
90,000 20092012 20109 27 CHF 11.35
1 2 3
30 011
1
2010 2011 12 31
a
2
Jirg Zeltner UBS CEO
cEo 2011 5,387,500
Jiurg Zeltner UBS CEO
cEo 20105, 739, 862
201117,538,601
201®0, 696, 569
1 2
2011 45, 435 8 4
UBS
3.3
1

2010 2011 12 31

Kaspar Villiger 2011
2010
Mi chel Demar é 2011 850,000
2010 850,000
David Sidwel!l 2011
2010 0
Sally Bott 2 2011 -
2010 0
Rai ner - Marc Frey 2011 0
2010 0
Bruno Gehri4g 2011 798,000
2010 798,000
Ann F. Godbehere 2011 0
2010 0
Axel P. Lehmann 2011 0
2010 0
Wol fgang Mayrhuber 2011 0
2010 0
Hel mut Panke 2011 0
2010 0
WilliamG. Parrett 2011 0
2010 0
Joseph Yam 2011 0
2010 -
20111,648,000
20101,648, 000
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35ally Bott 2011 11
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Consolidated financial statements

Management's Report on Internal Control over Financial
Reporting

Mdrldgelrleul':. responshility far internal canirel aver financaa

repartng

The Eoand of Directors and management of UBS are respansible

far establishing and maintainng adequate internal control over

finanaial reporting. UBS'S internal cantrod aver financial reporting
is designed to provide reasonable assurance regarding the prepa-
ration and fair presentation of published finandal statements in
accordance with International Financial Reporting Standards

JFRSy a5 issued by the International Accounting Standards Board

{A58).

LB5% mternal control over financial reporting ncludes those
policies and procedures that:

- Fartain 1o the maintenance of records that, in reasonable de-
tail, acourately and fairly reflect transactions and dspositions
of assets:

— Provide reasonable assurance that transactions are recorded as
niecessary 1o permit preparation and far presentation of finan-
cial staterments, and that receipts and ex penditures of the com-
pany ara besng made anly in accardance with autharizatians of
LIB5 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 inherant Bmitations, intarnal contral over finan-
cial reporting may not prevent or detect misstatements. Also, pro-
jections of any evaluatan of effectweness 1o future periods are
subject 1o the risk that controls may become inadequate because
of changes in conditicns, or that the degres of compliance with
the policies or procedures may deteriorate,

Management is required to determine, as of the end of each
fiscal year, whether UBS's internal contrel over finandal reporting
wias effective ar wihether there was 2 materal weakness in such
cantrals. & material weakness is a deficiency or combination of
defidancies in internal control over financial reporting such that
there is a reasonable possbility that @ material misstatement of 2

284

ragestrant’s financial statements will not be prevented or detected
an @ tenely bBasis,

"..-1._'|||._'||=||';l|rlell'_':. assessment af internal contred aver finanoa
reporting at 31 December 2071

Fallowing the dscovery in September 2011 of unauthonzed and
fictithous trading in owr Ghobal Synihwetc Equity business unit in
Landan, management determined that certain contrals dessgned
to prevent or detect the wse of unauthorized and fictitious trans-
actions on & timely basis were not opsrating effectivaly. Specifi-
cally (i) the contred requining bilateral confirmation with counter-
parties of trades wthin our Investment Bank's egquities business
with setilernent dates of greater than 15 days after trade date
wat not operating, and when such trades were cancelled, re-
booked or amended, the related maonitaring control 1o ensure the
validity of these changes ceased to operate effectively, and (i) the
cantrals in the inter-desk recanaliation process within the Inwest-
el Bank's equites and fixed income, currences and commadi-
ties businesses to ensure that internal transactions are valid and
accurately recorded in cur books and records, inchuding controts
aver cancellations and amendments of internal rades that negquene
supERvisor review, intervention and resclution, did not aperate ef-
fectivaly.

LIBS management has assessed the effectiveness of LBSS in-
ternal contral ower financial reporting as of 31 Decermber 2011
based on the critersa set forth by the Committes of Sponsonng
Organizations of the Treadway Commassion (COS0) in nternal
Control-integrated Framewsork. Based on this assessment, man-
agement concluded that the remediation of the material weak-
ness in UBSS internal control aver financial reporting aising from
the contred deficiences nated abave was not yet camplete, and
accordingly assessed UBS%: internal controd over financial report-
ing as ineffective, as of 21 December 2011.

The effectivenass of LUESS internal control over financial re-
portng as of 31 December 2017 has been audited by Ernst &
Young Lid, UB5Y independent registered public accounteng firm,
as stated i their report appearing in pages 285 to 286 below,
which, consistent with management’s assassment, exprassad an
adverse opimeon an the effectiveness of UBS'S internal control aver
financal repodting as of 31 December 2011,
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Income statement

For the pean ended % change fiom
CHE malon, axcapt par shara dara o 31121 EYRFAL] EIR I 31,1210

Continuing operations

Amaration of intasgitle ety 9

Total operating expanses ik [0

Cperating proM eom contiming operations beterertme. L o T L un
Tan apense ! beseds) i1 523 [381] (443}

Hoat prodit from contisyisg aperatom 4,435 EEL] La. 118} (44

Discontinued operations

Profitfom deontissd oporombeloate, I D i) S 1L 41ech
i 0 a ]

[1] ki [ {1000

4,427 pAEL] AR (44

........................ B I LB

....................... ... I S

o 1 ] {1000

................... LB /.o SN, .. SO ..

4,158 1433 s (4%

....................... e

2B%

Finandal i
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Financial information
Comsalidated financial staternents

Statement of comprehensive income

Fou the pear endad
EHE mation nazn EIRFa EA R ]
UBS Mon=ontrolling
Total shareholders interetis
4,427 4,1% it | TAl {2105

998
-4

Income tax relsting bo foeeige cunescy tramd ation mosements [E)
Subsotal forign cerency translation movements, et of 1z’ g e fra-r [ELE] 210
Firarcial investments svailable-forsale
i S T
betore lax 1,458 1,458 (455 157
Impsiest chiges reclaified B the ineoms statement hom equity ] ] ' : n m
Redlized gaing redmsilied o B income statement fram ity 1950) 1950) : (357} e
Redlied lossey seclidifed b the income statemeant Tam equity FL| Fol 153 1
ncome e relating Lo el unredized gaiss o) on fnencl nvst=ests
sl ibe-prsae LEL) |78 13 (54)
Subnctal net enrealized gans/ {lossesh os financial imvesiments. svalable-for-sale,
st of e’ 455 495 (311 F i)
Conflowhedass e,
Effectia porson of changes in far vales of derivartive instrumants desigeated
26 czch flow hedges, befome ta 3,053 m
o vt e o S
Icome s eflects efatisg tn cash fow hedges a1 51
Subaotal changes in fair value of desivatie insements desgnated
& tath faw hedgas’ 1,537 1,557 (143} A1)
Tatal other comprehensie incoms 3,030 2,757 92 (1.354¢ T
Tatal camprehengive indoms 7457 B, B85 S50 6 484° 12,790
Tordl compreh inco=e altributsble o son-costealling intesests 560 [ £
Tatal comprehensive indorme stributable 1o UBS share hakders 6,896 5275 13,276}

1 Qtht compretereine income etlibatable o VB shasshakirs leted 1o Spsige cunency i rsialions wers regatites CHF Q0% reilion in 20010 ard negaties O8F 136 milkae i 2009, (kher compreheamive income
arribatable 1o VRS shashokdess adgted 1o Riaarcal brvetments aveiabbeSossq b wes negaties CHF 637 million i 2010 a0 positiee CHF 17 milion in 2009 (Ot corrprebersime i noome related 1o ok fom herdges
wars ARtk 1 LG shareholden bor ol periods presenterd - Preseatationsl changss hres bewn made b D priod period sslyled bo the redermion of prefessed sscurites; refer b " fots 1h Changs: in soountieg
ki compashilty e other s dutments” for mos inleenation,
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Balance sheet

% change from
EHE mation Noie nazn EYRFA ] ERR 3.12.10
(-9

Lach and balancss wits cesteal Banks

67,114

o B1.651 R T 3
Total liabilites 1,361,308 Lach 84 1291505 =

Cumulaties nat income reoogrezed dinactly in equisy, sat of ta
Equity attributable to UBS shamhalders

Total oy B 51263 531 1
Tatal Ilﬂhmdmlw 1,418,152 1,317 47 1,34:|im 2
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Financial information
Comsalidated financial staternents

Statement of changes in equity

Eneity classfind
2 nhligation b
EHF million Skase capital thae premium Teasery tharas  puechzse own thases
Balance as of 1 January 2008 253 [a8)
..... .
Tragruty shares gain ) {kesses) and et premium! (discount) o0
A Uy desvathie acthaty, et of e
Premium o shares issued and wanmasts eserdsed
Errﬂu.let share anil shave optan plans
mmmmmm
Tramsaction coses nelated w0 share ssuances, net of ta
44

ﬁdmmmmemmBIdﬂﬂuq
Balance a5 of 31 December 2009

Tozal comprahansa inpome for the yaar recognized in equity
Balance as of 31 Ihmbqr!bm 383 34,323 [&54) (54}

Traasury shares gains/ {lossesh and st premum/ {discount) o
o equity desvattee actiaty, netof G 188

Total comprehensae income for the year recognized in equiby
Balance as of 31 December 2011 JES 34,814 {1,150} (39)

mmumdm&:mmr-guhndmmiu_gsbpmd:fm |!§duurdimp._ ¥ g dtHh!‘?l‘imhrEPﬂiadulplmrm'm
Helt-‘lhtllilﬂa w o o :mﬂdmdﬂ for peferred wowiities. 2 Presemtional changes A been
mexds 1o the geor rdudmﬂ:u-lm:fuﬂudm b “hame ||ﬂmg=hnm-mnmmmnhha-o&radm-ﬁhmrfmin
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Financial information
Comsalidated financial staternents

Equity attributable to non-controlling interests
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Far the year paded

CHF mallen ETRFRL| EIRFRD 210048
prfurred securtes'

oar 7,381
Podarptons’ in
Lo bt e
Balance at the end of fhe year 1054
Grther ran-controlling interests at the end of the year EiL
Total equity attributable to nonscontralling interests TEM

1 bcrvases and cfbeiing dearases dae to duidends i ecuced from Bis bl 2 nemiral amoutt attae histoscal wate. 3 In 2011, bowion carescy banslation kesses of
CHF 171 milbon wore o yshe ol comelaties fomiga cumency Ieszes of CHF 455 millon bz 1o the sedamption o trast securities, which iepiesnt che deace betwen the
Histosical cavency exchange it at bsusnce ard the conency eechange ste prealing a the redemgtion Satz. 4 F changes hase been Maxde to e prior perkod melater o the redemption of prekered
secuskes; sedor 20 “Mote: b Changes in accouming palkckes, comparabily ard otber asjuz mems” dot mere iformation.

Fex thee et enced % thange ko=
Nuriber of sfuras AN IR AL 4205 120
Shares swed
Balance al the beginning of e year 3EM0BA0,513 3.558,112753 2,933,580, 545 B
Esusnie o shames 1,201, 386 272,727,160 625,332 304 100y
Balance &t the end of the year 3B 121 698 3EI0.880513 3,558 112,753 o
Treasury shares
Bslance al the beginning of e year 802,00 17,553872 51,503,131 4
Aggeistion 155,606,659 106,824 B 33, 566,057 47
Dipasal 1105.573,119) (10,485,657 (57,515,346} 5
Balance &t the érnd of the year 54,955,551 38,832,031 37,553 872 118

Conditional share capital

On 31 December 2011, 148,635,326 additional shares could have
been sswed to fund UBSs emplayee share option programs. Fur-
ther conditional capital of up to 100,000,000 shares was avail-
#ble in connectian with an arrangement with the Swiss Natonal
Bank (SME). The SME provided a lean to a fund cwned and con-
trolled by the SMB {the SNE StabFund), to which LBS transferred
certain illiquid securities and other positions. As part of this ar-

254

rangement, LIES granted warrants on shares to the SN2 and these
warrants become exercrsabie if the SMB inours a loss an its loan T
the SKB StabFund.

On 14 april 2010 the annual general mesting of UBS AG
shareholders approved the creation of conditional capital to a
maximum amount af 380000000 shares for conwversan
rightsSwarrants granted in connection with the ssuance of bonds
ar similar financial instrumenits. These posibons are shown as
conditional share capital in the UBS AG (Parent Bank} disclosure.
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Statement of cash flows

For the year ended
EHF malian EiR PN ELR FR Hazoe
Cash flow from ! (wsed iin} operating activities

Adjustments to reconcille net profit to cash flow from/ (used in} cperating activities
Boi-cach e indudad in set peodt and other a

. Peperchame sgreements, cach collstesal o securities ke
. M{Eh{ﬂm{id-lﬂmmhmmms

Mm&hhﬂiwhﬂmﬁgm

Cash flow from ! (used in} investing activities

Purchee of subsidiase, ssocule and ntangble st (58] 175} LY

Bel {investmest in]! dvestsent of fisandal imses tme s aesil=ble-for-sale 20,51 4,164 78.276)
Nt cash New from ! Qused in) imeesting activities 18,377 4087 {TRET)

Cash flow from f(used ind financing activities
Mt stoit-ters debrt Exued fresaid)

il Nabiities dessgnased at far vale

Dbacdends pasd tn f dereass in non=contralbng intenasts

et cash flow from/{{used in] financing activities
Effiects of eecharge rabe dfferences.

Het increase (deorease) in cash and cash equivalents
Cesh annd cash eysivelents. st the begnring of the year
Cash and cash equivalents at the end of the year

3'5.612 79014 7288

§ B T, b e ims dbrtian of cash and cash mquilnets, Frace periads ot o adbed . Kb ¥ i 1 S vy of i * It e i 3 Morwy rua it o
s s balnce shect e Tading pumfzla s (31 Decomabor J000 CHF,TEA rulbon, 30 Dicamier 00 CHF 11, 750 Bior) and Frosscial imirms i anvaiabl-faraale (31 Docorbor 2011 CHF 2,117 k-
Mﬂmmxﬂﬂ(l‘iﬂllmIZIFIII'.IIHCHFl!ﬂln“ﬂrﬂwﬂﬂtprﬂm”p‘&d!lﬂlﬂlhxﬂllﬂ mmnmq Il'ﬂ.-lpﬂmrﬂnrmhﬂ'l-

[l pee thaiel indest Diie Niemn banks (=1 December 3001 CHF 18,723 mllion, 30 Deormbe 30000 CHF 15,655 milk| and Ca b osl with bank AT
THF 22341 milion, 31 Deceniber 200 CHF 20, 30 milkar, efer io Hole 0L
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Noles to the consolidated financial statements

Mote 1 Summary of significant accounting pelicies

aj Significant accounting palicies

The principal accownting polices applied in the preparation of
these consoldated financial staterments are set cut below, These
policies have been consstently applied 1o all the years presented,
unless cthensse stated,

1) Basis of accounting

LIBS AG and subsidiaries {"LIBS ™ or the "Group™) provide a broad
range of financial senaces including: acdvisory services, underwrit-
ing, financing, market-making, asset management and brokerage
on a global level and retail banking in Switzerland. The Group was
formed on 29 June 1998 when Swiss Bank Corporation and
Union Bank of Switzerland merged. The merger was accountad
far using the uniting of interests methad of accounting.

The cansoldated financial staterments of WES dhe “Finanaal
Staterments”} are prepared in accordance with International
Finan<ial Reporting $tandards {FR%), a5 issusd by the Intermatan-
#l Accounting Standards Board (A5BY, and are stated in Swiss
francs [CHFY, the currercy of Switzerland where UBS AG is incor-
poratad, On 13 March 2012, the consolidated financial slate-
ments were authorized for issue’. Consolidated finandal state-
ments are prepared using wniform accounting polices for like
transactions and other evants in similar crcumstances, Transacs
tiers and balances between Group companies are eliminated.

Dischosres mcorporated in the “Risk, treasury and capital man-
agament” saction which are part of these finandal statements are
marked a5 audited, Thess dsdosures relate 1o requirements under
IFRS ¥ Financél instruments.; Discosunes and 145 1 Presentaban of
Fnanoal Staterments and ara not rapeated in the "Financial mfarma-
tion - consolidated finandial statements™ section.

21Uk of estimates in the preparation of the Financial $taterments
In preparing the Fnancal Statements i confarmity with IFRS,
management is required 1o make estimates and assumptions that
affect repartad income, sxpensas, assats, liabilities and dedosure
af contingent assets and lizbilities, Use of available infarmation
and application of pudgment are inhiesent in the foomation of esti-
miates. Actual results in the future cowld differ from such estmates,
and the differences may be matenial to the Finandal Statements.

3 Subsadiaries
The Financial Statements compese thase of the pament company
{UBS &G and its subsdiaries, induding contrefled spedal purpose

entities (3PEs), presented as a single economic entity. UBS confrols
am enfity when it has the power fo govern the financial and oper-
atng polices of the entity, Generally this s indicated by a direct
sharshalding of mare than one-half af the voting rights. Subsid-
wanes, incuding SPEs that are contralled by the Group, are can-
sclidated from the date control is transferred to the Group and
are deconsolidated from the date contral ceases.

Equity atimbutabile to nan-contoling interests is presented on the
cansohdated balanca sheat within equity, and is separate from agquity
attribistable 1o LBS shareholders. Met profit atinbuiable o pan-corn-
troling interests is shown separately in the income statement.

PRI PUMOSe entites

The Group sporsars the farmation of SPES for a vanaty of reasons

in order ta accomplsh certain narrow and well-defined objectivas.

Many SPEs are established as bankruptoy remote, meaning that

anly the assets i the SPE ane avallable for the benefit of the inves-

tars in the SPE and such investors have no ather recourse 1o S,

SPEs inclisding trusts are conselidated when the ssbstanca of the

relationship between the Growp and the SPE indicates that the

SPE is contralled by the Group, The fallowing droumstances may

indicate a relaticnship in which, in substance, LES controls and

consequently consalidates the SPE:

- the activities of tha SPE are being conducted on behalf of LBS
according to its specific business needs so that L85 obtains
benefits fram the SPE's operations;

= LUBS has the decsion-making powiers to obtain the majority of
the banefits of the activities of the SPE or. through setting up
an “autopidot” mechansm, UBS has delegated these decision-
making pawars;

= UBS has rights to obtain the majarity of the benefits of the SPE
and, therefore, may ke expased to risks associated wath the
activites of the SPE; ar

— JES retains the maponity of the residual or cwnership nsks related
tathe SFE or its assets in order to obtan benefits from its activities,

SPEs that are established to faclitate cients haldig nvestments
are structures that allew ane e more diemts 1o invast in specific
assets or risk and reward profiles. Typically, UBS will receive senvice
and commission fees for the creation of the SPE, or for its senvices
a5 irestment manages, custodian o some other capacity. Some of
these SPEs are sngle-investar or family tnusts whie cthers allow a

1 The Baand of Dueciers auiveios the mEne o the corsalidated nzncal sriemenis. On S Mo 2012 T B comene 1 reviesrand suthorire the Esienoe of the comabdned tnenozl szienents, and delegaisd o

e Chademan of ihe Sud i Commites avsoty W mlﬂw m«-m« manmhmmamnm e i the final siages of
b e sl b 1 fgr e on 1) March 072 Refer ie “Mose 2 Frents phies {be reporimg peed ™ do moe ndomrsn

ciple v gred an 12 Mama X012, endl

vegetition) woukd be sigred. The agsensee I pria:
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Mote 1 Summary of significant accounting policies (continued)

large number of investars to invest in @ diversfed asset base
through shares, notes or certificates. The magarity of UBSYs SPEs
created for dient irvestment purpeses are ral consolidated. How-
evar, UBS will consalidate such SPEs when a contral relationship
exssts, for exampls whan LBS absorbs the majority of the risks and
rewvards, o wher LIBS has unilaterad ligusdation rights.

SPEs wsed far securilization are establshed when UBS sells as-
=ats to an SPE (for example, a portfolio of loansh or fadlitates the
purchase of assets on behalf of an SPE, and the SPE in turn sells
inerests in the assels & seounties 10 investons, Consohdation of
these SPEs depends mainky onwhether LBS retains the majonity of
the risks and rewards of the assets in the SFE. UBS dess not con-
solidate SPEs used for securitization if it has no contral over the
assets and if it no langer refains any significant expasure (for gain
or loss) 1o the mcome o investment retums on the assets sald 1o
the SPE, or the proceeds of their liguidaticn.

SPEs wsed for credit protection are established to allow UBS to
zall to and purchase from cne or mare investors the cradit risk on
portfalios, which may or may not be held by L83, UBS generally
consclidates SPES that are wsed for credst protection when, for
instance, UBS receres banefits from funding or has unilateral lig-
uidation rigkts.

Emplayes benefit trusts are wsed in connection with shans-
based payrnent armangements and deferred  compensation
schemes. Such trusts are consolidated when the substance of the
felatsanship betwean LUES and the entity indscates that the entity
is controdled by LIBS.

LIES continucasly evaluates whather friggering events require
the reconsideration of consolidation decisons that wene made at
ineaptan of its imvelvermnent with any partscular SPE. This is espe-
cially relevant for sacuritization vehicles. Triggering events are usu-
ally caused by restructuring, the vesting of patential rights and the
acquisition, dsposal or expiration of interasts, SPEs may be can-
solidated ar deconsolcated depending on the facts and circum-
starces of any change.

Busimess combinatians

Fdlcnwineg the adoption of IFRS 3 Fusiness Comdinations, Dusiness
combanations campleted after 31 December 2009 are acoountad
far using the acquisition method. As of the acquisition date UBS
recognizes the identifiabls assets acquired and the lizbilities as-
sumed at their acquisition-date fair valuss. For each business
combenation, LES measures the pan-controling sterests in the
acquires theing present cwnershap interests providing entitlernent
to a proportionata shara of the net assets of the acquiree in the
event of ligusdation) either at fair walue or at their praportionate
share of the acquires’s identifiable net assets.

The cost of an acquisition is the aggregate of the assets trans-
ferred, the liabilites incurred 1o farmer ewners of the acguires
and the equity instruments ssued, measured at scquisition-date
fair walues, Acguisition-related costs are expensed as incusred,
Any contingent consideration that may be transferred by LBS is

258

recagnized at fair value at the acquisition date. If the cantingent

consideratan i cassified as an asset or labdity, subsequent

changas in the fair value of the contingant consideration ane rec-
ogmized in the income statement, 1T the contingent consideratian

i classified a5 equity, it is not re-rmeasuned until itis finally setthed,
Any excess of the aggregate of the consderation transferred

ard the armcunt recognized for non-cantralling mterests over the
riet idertifiable assets acquired and liabilities assumed is oonsid-
ered goodwill and 5 recognized a5 & separate asset on the bal-
ance sheet, mitially measuned at cost. 1T the fair vabue of the net
assets of the subsidiary acguired exceeds the aggregate of the
consideration transferred and the amount recognized for non-
contralling interests, the difference is recognized in the income
statement on the acguisition date,

The accountng treatment for business combinations complet-
ed pries to 1 January 2010 differed primarily in the following re-
speacts:

— Trarzaction costs directly attnbutabde to the acquesition formed
part of the acquisition costs.

— Any ner-contreding interest were measurad as a proporton af
the acquiree’s identifiable net assets.

— Contingant consideration was recognized if, and onby if, UBS
had a present chbligation, economic cutflow was likely and a
relable estenate of the amaount was deterrminable, subseguent
adjustrments 1o the contingent consideration were recognized
as part of goodwill.

4} Assocates and jointhy controlled enfities

Invstments in assaciates in which LIBS has significant influence
are accounted for under the equity method of accounting. Noe-
mally, significant influence is indicated wiven LBS cwns more than
20% of a company’s vating rights. Investments in associates ane
initially recarded at cost, and the carryving amount is increased ar
decreased after the date of acquisitan to recegnize the Group's
share of the investes’s net profit or loss (induding nat profit or koss
racogrized directhy in equaty). Interests in pointly controlled entities
alse are accounted for under the equity method of accownting, A
pointhy controlled entity is subject 1o a contraciual agreement be-
tween LBS and coe ar maore third parties, whech establishes jaint
control aver its economic activities. Interests in such entities are
classified a5 fvestments in assooates on the balance shest and
for disclosure purposes,

If thie reporting date of an associate es joint venture & diffarent
1o LAES S reporting date, the most recently available finanaal state-
ments of the associate or joint venture are usad to apply the eg-
uity method. Adjustiments are made for effects of significant
transactions or eventis that may ocour between that date and the
UBS reporteng date.

Imvestments in assocates and interasts in pointly controlled en-
tities are classified s “held for sale” if thewr carrying amount will
be recovered principally through a sale tfransaction rather than
throegh continuing use = see items 200 and 29),
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Mote 1 Summary of significant accounting policies (continued)

5 Recogrution and desecognition of finandal instruments

UBS recogruzes financial mstrurments on its balance sheet whan
the Group becomas a party to the contractual proveians of the
instruement.

LIBS acts as trustee and in other fidudary capacities that rasult
in the helding or plaoing of assets an behalf of indwidwalks, trusts,
fetirerment benefil plass and ather institutans. Unlass the recag-
nition critena for the assets are satisfied, these assets and the re-
lated income are excluded from LIBSS financial statements, as
they are not assets of LBS,

Financal asiels

UBS enters into certain transactions whera it transfers financal
#ssets recognized an its balance sheet but retains either all ar &
portion of the risks and rewards of the transferred financial assets.
If all or substantially all meks and rewards are retained, the trans-
ferred finandial assets are not derecognized from the balance
sheat. Transactions where transfers of financial assets result in
LIBS retaining all or substantially all risks and rewands include se-
cunties lending and repurchase transactions described under
iterns 130 and 14} They alo mdude transactions where financal
assets are sold to a third party together with a total return swap
that results in LIBS retaining all or substantially all the risks and
rewards of the transferred assets. These types of transactions are
accounted for as secured financing transactions.

In tranzactions where substantially all af the risks and rewards
of cwnership of a finandal asset are neither retained nor trans-
ferred, UBS derecognizes the financial asset if contral aver the
assen is lost, The rights and ooligations retained in the transfer
are recognized separately as assets and liabilites, respectively. In
transfers where control ower the finandal asset is retained, the
Group continues to recognize the asset to the extent of its con-
tinuing invalvement, determined by the extent to which itis ex-
posed 1o changes in the value of the transferred asset. Examples
of such transactions include written put options, acquired call
opticns, ar ather instruments linked to the performance of the
asset.

Finarical labalities

UBS remaves a finandal liability from its balance sheet whanit is
extinguished, i.e_, when the obligation specified in the contract is
discharged, cancelled ar axpired. When an existing finandal liabil-
ity is exchanged for a new one from the same lender an substan-
tially different terms, or the terms af an existing liabdity are sub-
stantially modified, such an exchange or modification is treated as
the derecagnition af the ariginal liability and the recognition of &
new liabdity. Ary difference in the respective camang amounts is
recagnized in the income statement.

) Determination of fair value
Fair value is the amount for which an asset could b= exchanged or
& liahility settled between knowledgeable, wiling parties in an

arm's length transaction. Determineng fair valee is consdered a
significant accounting pedicy for the Group and further details ae
disclosed in Note 26.

1 Trading portfelio assets and liakikties

Mon-derivative financial assets and liabilities are classifed at ac-
guisition as hald fos trading and presentad in the trading portfalic
if they are {a) acquired or inourred princpally for the purpose of
selling ar repurchasing in the near term; oo (B} part of 2 portfolic:
of identified financial instruments that are managed together and
far which thera is evidenca of a recent actual pattern of shart-
term profit-taking.

The trading porifolic includes nen-derivative financial instru-
ments {Incuding those with embedded derivatives) and commad-
iies, Financial mstruments which are considered derivatwes in
their entirety generally are prasented on the balance sheet as
Positive replacerment valwes or Negative replacement values (see
item 151k The trading portfalio includes recognized assets and li-
akalities relating 1o propeietany, hedging and chent related busi-
niess frefer 1o Mate 11 for more details).

Trading partfalio assets indude debt instruments drcluding
those in the form of sacurities, monay market paper and traded
corporate and bank loans); equity instruments, assets held under
unitlinked contracts and precicus metals and other commadities
awred by the Group (long” positions). Trading portfolio Babili-
ties ndude obligations to debver financial instruments such as
debt and equity instruments which the Group has sold to third
parties, but does not awn (“short ™ positians).

Aszets and liabilites in the trading portfalic are measured at
faer value. Gains and lesses realized on disposal or redemptian of
thess assets and Babilities and unrealized gains and |osses from
changes in the fair value of these assets and liabilities are reparted
a5 Mt fracing mcame, Interest and dvidend income and expense
on thess assets and liabilities are incduded in lnterest and dividand'
incoyme o interest and diidend expense.

The Growp uses settlement date accounting when recognizing
assets and liabilities in tha trading postfclic. From the date a pur-
chase transaction i5 entered into (frade date) watil settlement
date, UBS recognizes any unrealized prafits and kasses ansng
from re-measuring the transaction to fair value in MNet trading
incomne, The corresponding receivable or payable is presanted an
the balance sheet as a Positive repiacement value Or Megatve
replacernant walue, respectvely. On settlement date, the resulting
financial assat is recognized on the balance sheet at the fair valus
of the consideration given or received phus or minus the changs
in fair vakue of the contract since the trade date. From the frade
date of a sales transaction, unrealized profits and losses are no
longer recognized and the asset is derecognized an settlament
date.

Trading partfalic assets transferred to external parties that do
mat qualify for deracognition {see item 5l and where the frans-
feren has abtamed the nght 1o sell ar re-pledge the assets ane

9%
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Mote 1 Summary of significant accounting policies (continued)

classified on the LIRS balance sheet as Trading portifolo assefs and
identified as Trading portfola assets pledged as collatera). Such
assels cantinue 1o be meaasured at fair value.

8) Anancial assets and Finanoal liakilities designated at fair value

through prafit or loss O Fair Walue Option™)

A financal instrument may only be designated at fasr value

through profit or loss at inception and this designation cannct be

changed subsequently. Financial assets drefer to Note 12} and fi-

nancial liakslities refer 1o Mote 190 designated at fair value are

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

Thiere are restrctions as to wien the fair value apton can be ap-

plied. The conditions for applying the fair value ocpticn are met

whan;

= the fimancial instrurnent is a hybrid instrurnent which indudes
an embedded derivative; or

- the finandal instrument is part of & pertfelio whidh is risk man-
aged on a fair value bass and reported to senicr managemant
an that basis; or

= the apalication of the fair value option reduces or elminates
an accounting mismatch that would atherwss arise.

LIBS has used the fair value cption to designate mast of its &-
suied hiybwid debst instruments as Financa) labiftes designated af
faur value through profit or lass, on the basss that such financal
instrments include embedded demvatives o are managed an a
fair value basis, predominantly as follows:

- Credit-tinked bonds or notes: linked fo the performance {ocou-
pon andlor redemption amaounty of single names Such as a
LOMMIpany ar a couniry) of a basket of reference entities

- Fquity-finked bonds or motes: linked to a single stock, 3 basket
of stacks ar an equity index

- Rates-linked bands or nofes: linked to a refarence interest rate,
interest rate spread or formula

The fair value option is ako applied to certain loans and koan com-
mitments which are hedged prademinanth with aredit derivatives,
The application of the fair value aption to thess instruments reduces
an accounting mismatch, as the oredin denvatives ane accounted for
a5 derivative instrurments at fair value throwgh proflit or ks,

UBS has slo applied the fair valus option to certain structured
loans and reverse repurchase and sacurities barrowing agrae-
rmenits which are part of portfalios managed on a fair walue Basis,
and to assets held to hedge deferred cash-settled employes com-
pensation awards, in order to reduce an accounting mismatch.

Fair value changes related to financial instruments designated
at fair vabue through profit or los are recognized in Met frading
Income, |nterest inccme and interest expense on finandal assets
and liabilities designated at fair value through profit or loss are
recognized in Anerest income on financial assets designated ar
fair valie of Interast expense an financial labilities designated ar
fair value irefer 1o Note 3).

ano

LBS applies the same recognition and derecognition pancples.
to financial instruments designated at far value as te financal
instrumeants in the trading portfolic {refer to items 5} and 7).

49y Fnandal inwastments available-forsale

Financial fvestrents avaiabie-forsale are non-derivate finan-
cial assets that are rot classified as held for tradeng, designated at
fair value through profit or loss, or loans and receivables. They are
recognized on a setilement date bass.

Financial invesiments available-for-sale nclude debt securities
hedd 25 part of the Bquidity reserve {mainly ssued by government
and government-cantrolled institutions) strateges equity invest-
ments; certain mvestments in real estate funds; certain equity in-
strsments, including private equity mestments; and debt instru-
ments and non-performing koans acqueed in the secondary market.

Finanaal investments available-for-sake are recograzed initially
at fair value less direct transacton costs and ane measured subse-
quently at fair wvalue. Unrealized gains or losses are reported in
Equity, net of applicable income taxes, until swch investiments are:
sodd, collected or atherwise disposed of, or watil any such inwest-
menit is determined te be smpaired. Unrealized gaans o losses be-
fore tax are presented saparately in Mote 12. For monetary instru-
meants (such as debt saourities) forsign exchange translation gains.
ard kesses determened by referance 1o the instruement's armcetized
<ost basis are recagnized in Net frading incame, Fareign exchange
translation gams and bossas related ta ather changes in fair valus
are recegnized in Other comprehensive income. Foreign exchangs
translation gains or losses assocated with non-monetary instru-
merits (SUch as equity secunties) are part of the overall fair value
change of the assets and are recognized directly in Dther campre-
hensive Incame. On disposal of an investment, any related accu-
mulated unrealized gains or bossas indueded in Eguity are trans-
ferred to the imcome starement and reparted n Ofer imoame;
gains ard losses an disposal are determined using the average
cost method. Interest and dividend income on financial invest-
ments available-for-sale are included in Interest and dividend in-
come from financial imvestments avaiable-for-sale; interast in-
come is determined by reference 1o the instrument’s amortized
cost bass using the effectve interest rate_

Al gach balance sheetl date, UBS assesses whether thera ane
indicators of mpairment of an availabla-for-sale investmant. An
available-for-sale investment is impaired whan there iz objective
avidence that, as & result of one or mare events that occurred af-
ter the inital recegnition of the investment, the estmated futune
cash flows from the mvestment have decreasad. For aguity inwest-
ments, a significant or prolenged decling in fair walue below the
arignal cost {e.g. 20% or six manths) can be cansiderad as an
abjectwe evidence of impairment, For delt investments, cjective
evidence of impairment incudes significant financial difficulty for
the issuer or counterparty; default or delinquency in interast ar
principal payments; or probakdlity that the borrower will enter
bankruptcy or financal re-organzation. If a financal imsestment
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Mote 1 Summary of significant accounting policies (continued)

avadable-for-sale is determined 1o be impaired, the related cumu-
lative net unrealized loss prewausly recognized in Bquity s indud-
ed in the inoome statemant within Other income. Far agquily in-
struments, any further loss & recocgnized directly in the income
staternent, whereas for dabt instruments, any fusther loss is rec-
agrezed in the income statement if there is additional abjective
evidence af impasment. After the recognition af an impairment
on a finandal investment available-for-sale, increases in the fair
value of equity instruments are reporied in Eguwiy and increases in
thee fair value of debt instruments up 1o amartized cost in original
currency are recognized in Cther incowre, provided that the fair
value increase 15 related 1o an event ocourning after the imgair-
ment loss was recorded.

LIBS applies the same recognition and derecagnition princples
to finandial assets avallable-for-sale as 1o finandal instruments in
the trading portfcdio frefer ta iterms 5) and 71, excapt that uneeal-
ized gains or losses between trade date and settlement date are
recognized in Equity rather than the income statement.

100 Loans and recewables

Loans and receivables are non-gerivative financal assets with

fixed or detarminable payments that are not guotad in an active

market, not dassified as held-for-trading, not dasignated as at

fair valse through profit and loss or available-for-sale, and are

not assets for which the Group may not recoves substantially all

of i1z initial fet irvestrrent, ether than because of a credit dete-

rioration. Financial assets classified as Loans and receivables in-

clude;

= anginated loans where funding & provided dwectly 1o the bor-
raweer: participation in a loan fram another lender and pur-
chased boans;

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

- sacurities presiousty in the trading portfolic and reclassified
1o loans receivables (refer 1o Note 28h);

— loans such as leverage finance loans previously in the trading

portfalio and radlassified (refar to Note 2861

For an cverview of financal assets accounted for 25 loans and
receneables, refer 1o the measwrerment category Finanaal assets at
amortized cost presented in Mote 28.

Loans and receivables are recognized when funding & ad-
vanced 1o borrowers, They are recorded initialy at fasr value,
based on the amount given 1o onginate or purchase the laan,
together with any direct transaction costs. Subsequently they are
measured at amortized cost using the effective interest rate (EIR)
method, Interest on leans and recewvables is included in inferest
earned an igans and advances and is recagnized on an accneal
bass. Fees and direct costs relating to lean orgination, refinanc-
ing or restructuring and to koan commitments are deterred and
amaoriized to interest eamed on foans and advances over the life
of the lean using the EIR method, Where no boan is expected 1o or

5 advanced, any feps ase recognized as fallows: For loan commit-
ments that are ot expected 10 result in a loan baing advancad,
the fees are recognized in Credit-reisted feer and commissions
over the commitment period. For loan syndication fees where LBS
does nat retain a partion of the syndicated loan, fees are credited
to Commission income fram ofber sendces when the sennces
have bsan pravided.

Financial assets reclassifed to laans and receivables

‘When a financial assat is reclassified fram held for trading o loens
and receivables, the financial asset s reclassified at s fair value on
the date of reclassificatan. Ary gain or kss recognized in the in-
come statement before reclamification is not reversed. The fair
wahue of a financial asset on the date of reclassification becames its
cost basls going forwand, In 2008 and 2009 LBS determined that
certann financial assets classified as beld for trading were no konger
held far the purpese of selling or repurchasing in the near term
and that the Growp had the intention and ability to hold thess as-
sets for the foreseeable future, considered to be a peniod of ap-
proximately twehe months from the reclassification. Therefore,
thesa assets were reclassified from held for trading to boans and
raceivables. (Refer to Mote 28b and Motes 9a and 9b).

Renegatia ted loans

Subject 1o assessment an a case-by-case bass, LIES may restruc-
ture a koan, or take possession of collatesal. Restructiing may
imvolve extending the payment arrangements or agresing to new
loan conditions, Once the terms have been renegotiated, any im-
pairmnent i measuned using the EIR & calculated before the mad-
ification of terms. Because the terms and canditions of the loan
were renegotiated the loan 5 not considered as past due. Man-
agement continuoushy reviews renegotiated loans to ensure that
all criteria are met and that fuiure payments are likely 10 coour,
The kxans continue to be subject 1o impaiment assessment, cal-
culated using the loans original EIR. If a koan has a variable intes-
ast rate, the discownt rate for measuring any impairment loss s
the current EIR.

19} Allowances and provisions for credin losses
An alowance or provisson for credit losses is established if there s
abjactve evidence that the Group will be unable to collect all
ameounts due tor the equivalent vakuel an a claim according 1o the
arigenal contraciual terms frefier 1o Note 9b), A “dam” means a
loan or recenable carried al amortized cost, or a cammitment
swch as a letter of credit, a guarantee, or another similar instru-
ment, Objective evidence of impairment includes significant
financal difficudty for the ssuer or counterparty; default or delin-
quency in interest or prncpal payments; ar profability that the
borrewer will enter bankruptey or financal resrganization.

An allowance for credit losses is reported as a reduction of the
carrying wahue of a claim on the balance sheet. For an off-balance
sheat item, such as a commitment, a pravision for credit loss i
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Mote 1 Summary of significant accounting policies (continued)

reparted i Other fablities, Additaons 1o allowances and peovi-
wans for credit losses are recagnized as a Cregi! foss expense,

Allewances and provisians for cradit losses are evaluated a1 a
counterparty-specific level and collectively based on the following
principles:

Counterparty-speafic A dam & conssdered mgained when
management detarmenes that it i probable that the Group will
not be able to colect all amouwnts due (or the eguivalent value)
according o the orignal contractual terms, Individual cradit ex-
posures are evaluated based on the borrawer's character, averall
finarcial conditian, resources and payment record; the prospects
for support from any financally responsble guarantors; and,
where applicable, the reakzable value of any collateral. The esti-
mated recowerabla amount is the presant valee, using the loans
anginal EIR, of expected future cash flows, including amounts
that may result frarm restructuring ar the quidation of collateral,
Impairment is measured and allowances tor mredit losses are es-
tablished for the difference between the carrying amount and
the estimated recoverable amount. Upon imparment, the ac-
crual of interest income based on the original terms of the daim
15 decontinued, but the increase of the present valug of impairad
claims due to the passage of time is reportad as interest income.

Generally all impared daims are reviewed and analyzed at
least anmwally. Any subseguent changes To the armounts and tim-
ing of the expected future cash flows compared with pror esti-
miates resull in a change in the allowance Tor aredst |osses and are
charged or credited to Credit loss expensefrecovery. An alkow-
ance for impairment i reversed only when the credit quality has
improwved ta such an extent that there is reasonable assurance of
timely callection of principal and interest in accordance with the
original contractual terms of the daim, or the equivalent value. A
write-off is made when all or part of 2 daim is deemed uncollect-
ible or forgiven, Write-offs reduce the princpel amaunt of & daim
and are charged against previcusly established allowances for
credit losses o, if no allowance has been established previowsly,
directly to Credlit loss expensefrecovery. Reooweries, in part ar in
full, of amounts previowsly written off are credited to Credit ass
BADBNSE ] PRIIVEY,

A restructuring of a financial asset could result in the eriginal
loan being derecognized and a new loan being reccgnized. The
new loan is measured at fair value at initid recognition. Any al-
lawance taken against the original loan is removed and ragag-
nized a5 & write-off, If the rights existing prior to the restruciuing
have not been lkegally waived, the original gross countes party ex-
posure still exists, atthough a new loan has b2en recognized.

& loan is classified as non-performing when the payment of
imterest, princpal or fees is overdue by more than 90 days and
there is ni firm evidence that it will be made good by later pay-
mients ar the liguidatian of collateral; insolvency preceedings have
commencad against the firm; or obligations have been restruc-
tured on concessionary ferms. Loans in amears for S0 days are
evahuated individually far impairment, hawever, an impairment

anz

analyss may oCow sooner if other obgective evidence indicates
that a lear may be impaired.

Collactively: All loans for which no impairment iz identhied at a
counterpary-specific level are grouped on the basis of the bank’s
intermal credt grading systerm that consders credit risk charactes
stics such as assel type, mdustry, geoaraphecal location, collateral
type, past-due slatus and other relevant facters, 1o collectivaly
assess whether mmpairment exssts within a portfolio. Future cash
flows for a group of financal assets that are collectively evaluated
for impairment are estimated an the basis of histanical kass experi-
ence for assets with cradit rek characteristics ssmalar 1o those in
the group. Historical loss experience is adjusted on the basis of
current abservable data o reflect the effects of current conditions
of the group of financial assets anowhich the histarical kass experi-
ence is based and 1o remeve the effects of conditions in the his-
torical pericad that do not exist currently in the partfclio. Estimates
of changes in future cash flows for the group of finandal assets
reflact, and are directionally consistant with, changes in related
abservable data from year 10 vear The methodaloagy and assump-
tions used for estimating future cash flaws for the greup of finan-
cial assets are reviewsd regularly to reduce any differences be-
twiaen loss estimated and actual loss exparience. Allowances from
collective assassment of impairment are recognized as Credit foss
cxpense/ recoveny and result in an offset 1o the aggregated loan
position. As the allowance cannot be allocated to mdividual kaans,
the loans are not considered to be impaired and mterest = ac-
crued an each loan according to its confractual terms. if objective
evdence becomes avallable that indscates that an individual fi-
nancial asset is impased, it 5 removed from the group of finandal
assets assessed for mmpairment on a colleciwe basis and & as-
seszad separately a5 a counterparty-spedfic claim.

Reclzssified securities and soguired securities camed at amoe
tized cost Estimated cash flows associated with financial assets
reclassified from the held for tradeng to laans and recesvables in
accordance with the requirements in item 10 above and ather
similar assets acquered subsequently, are revised pericdically. Ad-
wersa revisions in cash flows estimates ralatad to credit events are
recognized in profit of loss 25 credit loss expenses. For reclassified
sacuritias, increasas m estimated future cash receipts as a result af
increasad recoverability are recognized as an adpustment to the
EIR am the loan from the date of change (refer 1o Motes 9a, 9o and
28k,

12) Secuitizatian structures set up by UBS

UBS securitizes varous financial assets, which generally resulis in
the sale of these assets 1o special purpose entities, which in furn
Bsue secunties to investors, LUBS apples the polices set out in
itenmy 31 in detarmining whether the respective specal purpose en-
tity must be consolidated and those set out in item 5) in determin-
ing whether derecognitian of transferred financial assats is ap-
proprizte, The following statements mainky apply to transfers
of finanoal assets, which qualify for derecagnition.
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Mote 1 Summary of significant accounting policies (continued)

Gans or losses related to the sale of finangial assets invalving &
seouritizatan are generally recognized when the derecognition
eriteria are satisfied and are dasufied in Met traging incorns,

Interests in the securitized financial assets may be retained in
the form of sanéar or subordinatad tranches, intesest-only strips or
ather residual interests ("retained interests™), Retained interests
afe prmanky recorded m Tading partfalio assels and carmed al
fair value. Synthetic securitization structures typically involve de-
rivative financial instruments for which the prindples set out in
item 15) apoh.

UBS acts as struciurer and placement agent in various meri-
gage-backed securities (VB3] and other asset-backed secunities
{ABS) sacuritizations. In such capacity, UBS may purchase collat-
eral an its own behalf or on behalf of customers during the pe-
ried prior to secuntization. UBS then typically sells the collateral
inta designated trusts upon dasing of the secuntization. In other
securitizations, IM8S may only provide finanding to a designated
trust in crder to fund the purchase of collateral by the trust prior
to securitization. UBS underarites the offerings to invesiors,
earning fees for its placement and structunng services. Cansis-
tent with the valuation of simdar inventory, far value of retainad
tranches iz initially and subsequently determined using markat
price quatations where availakde or internal pricing models that
utilize variabdes such as yield curves, prepayment speeds, default
rates, loss severily, interest rate volatilities and spreads. Where
possible, assumpans based on observable transactions are usad
to determine the fair walue of retained interests, but for some
interests substantially no observable infarmation is available.

13) Securities borrewing and kending

Securities borrowng and securities lending transactions are gen-
erally entered into on a collateralized basis. In such fransactions,
LIES typically lends or bormows equety and debt securities in ex-
change for secunties or cash collateral. Additionally, LBS bormows
sacurities frarm its dients’ custody accounts in exchange for a fee.
The fransactions are normally conducted under standard agree-
ments employad by financial market participants and are under-
Taken with counterpartes subject 1o LUES's nommal credit risk con-
trol processas. LIBS monitors the market value of the secunties
receteed or delivered on a daily basis and regquests or provides
additional collateral or returns or recalls surplus collateral inac-
cordange with the underlying agresments.

Cash collateral received is recagnized with a corresponding ob-
ligation to return it {Cash collateral on secunbies lent) and cash
collateral deliverad is derecognized and a corresponding receiv-
able reflacting LESS right to receive it back is recorded {Cash oot
lateral on securities borrowed), The securies which have been
transfermed are not recagnized on or derecognized from the bal-
ance sheet unbess the rsks and rewards of cwnership are alse
transferred (sea itemn 5). In those fransactions where LUBS transfers
awned securities and where the borrower is granted the right 1o
sell ar re-pladge the transferred securities, the securties an prg-

sented on the balance shieet as Traging porifalio assets, of which:
assels plegged as collateral. Secunties recened in a borrowang
transaction are disclosed as off-nalance sheet items if UBS has tha
right to resell or re-pledge them, with additional disclesure for
seciitios that UBS has actually re-selkd o re-pledged (see Mote
24). The sale of securities recelved i a bosrowang o lending
transaction genedally thigaers the recagrition of a trading liakality
{short sala).

Interest receivable or payable for financing transactions is rec-
agrzed in the mcome statement on an acorual bass and is re-
corded as interest incame ar inferest expense.

14) Repurchase and reverse repunchase transactions

Securities purchased under agreements to resell (Reverse repli-
chase agresments) and securities scbd under agreements 1o re-
purchase (Repurchase agreemensh are treated as collaterakzed
financing transactions. Mearly all repurchase and reverse repur-
chase agresments irvolve debt instruments, such as bonds,
notes of money market paper, The transactions ane noemally
cordusted under standard agresments employed by financial
markat partiopants and are undertaken with counterpartes
subjact to UBSs normal credit risk control processes. UBS moni-
tars the markes value of the securities received or delivered on a
dlaily basis and reguests of provdes additional collateral oF ra-
turns of recalls surplus collateral in accardance with the underly-
ing agreemeants.

In a reversa repurchase agreement, the cash delivered is derec-
ognzed and a correspanding recelvatde, including acorued intes-
a5, is recarded in the balance sheet line Reverse repurchase
agreemen s, recognizing UBS' right te recesve the cash back. In a
repurchase agreement, the cash received is recognized and a cor-
respanding obligatian, induding accrued interest, is recorded in
the balance sheet line Sepurchase agreements, Securities received
under reverse repurchase agreements and securites delivered un-
der repurchase agreements are not reccgnized on or derecog-
nized from the balance sheet, wnless the risks and rewards of
cwmership ara abtained ar fransferred. In repurchase agreaments
where LBS transfers owned securites and where the recplent 5
gramed the nght 1o resell or re-pledge them, the seourites ane
presented on the balance sheet as Trading portiolic assets, of
wihich: assets pledged a5 collateral, Securities recesved in reversa
reparchase agreements are disclosed as off-balance sheet tems if
UBS has the right to ressll or re-pledge thermn, with additional dis-
<losure for secunties that UES has actually resold or re-pledged
{see Mote 24). Additionally, the ssbe of secunties receivaed in re-
wersa repurchase transactions generally riggers the recognition of
4 fradeng liability tshort sale),

Interest sarned on reverse repurchase agreements and interest
inowrred on repurchase agreements is recognized as interest in-
come ar interest expense ower the life of each agreement,

The Group offsets reverse repurchase agreements and repur-
chase agreements with the same courterpary, maturity, Currency
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Mote 1 Summary of significant accounting policies (continued)

and Central Securities Depositony (C30) in accordance with the
refevarnt accaunting requirements.

15) Derivative instruments and hedge accownting
Derivatives are initizlly recegnized at fair value at the date the
derivative contract 5 emered into and are remeasuned subse-
quenthy 1o far value. The method of recognizing fas value gains
or losses depends on whether derivatives are held for trading or
are designated and effective as hedging instruments. If designat-
ed a5 hedging instruments, the method of recagrizing gains or
losses depends on the nature of the risk being hedged.
Derivative instruments ane generally reparted on the balance
sheat s Aositive replacement values or Negative replacerment val-
ues. Derivative instruments that trade on an exchangs or through
& clearing house are generally dassified as Cash colatersl recei~
ables or pavables on derfvative instrurments. They ane not dassified
within replacement walues because the change in fair value of
these instruments is economically settled each day through the
cash payment of variation margin, Froducts that receive this treat-
et are futures contracts, 1008 daily margined exchange trad-
e egticns, interest rale swags transacted with the Landan Clear-
ing House and certain credit derivative contracts. Changes in the
fair values of derivatives are recorded in Net fraging incame, un-
less the derivatives ane designated and effective as hedging mstru-
ments in certain types af hedge accounting relatsanships.

Hedge scoounting

The Group also uses demvative nstruments as part of its asset and
liability management actwities 1o manage expasures particularly
to mteresi rate and fareign currency risks, induding exposures
arising from forecast transactions. if derivative and non-derivative
instrsmeants meet certain criteria specfied below, they are desig-
nated as hedging instnaments in hedges of the change in fair
value of recognized assets or liabikties ('fair value hedges’s: hedg-
&5 af the vamability in future cash flows attributable ta a recog-
nized asset or liability, or a highly probable forecast ransaction
{'cash flow hedges'y; or hedges of a net investment in a foreign
aperation {net investment hadges”).,

AL the time a financal instrument (s designated in a hedge re-
lationship, the Group formally decuments the relationship be-
twieen the hedging instrumentis} and hedged itemd{s), including
the risk management objectives and strategy in undeartaking the
hedge transaction and the methods that will be used 1o assess the
effectiveniess of the hedging relationshap. Accordingly, the Group
assesses, both at the inception of the hedge and on an ongoing
bass, whether the hedging Enstruments, primarily desivatives,
have been "highly effective” in offsetting changes in the fair val-
ue or cash flows associated with designated risk of the hedged
iterns. UBS regards a hedge as highly effective if the fallowing
criteria are met: &) at inception of the hedge and throughout its
life, the hedge is expected to be highly effective in achieving off-
wetting changes in far value or cash flows attributable 1o the

ang

Fiedged risk, and by actual results of the hedge ane within a range
of 8% to 125%. I the case of hedgeng a forecast transaction,
the transaction must have 2 high probabilty of ocowrring and
AT present an exposure 1o vanations in cash flows that could
ultirnately affect the reparted net prafit or less. The Grown dscan-
tinues hedge accounting vobuntarily ar when it determines that a
Fedging mstrument is nat, of has ceased 1o be, heghly effective as
a hedge; when the derivative expires or is sold, terminated or ax-
erasad; when the hedged itern matures, & sold or repaid; or when
4 fosecast transaction is na longer deemed highly probable,

Hedge ineffectveness represents the amount by which the
changes in the far value of the hedging instrument differ from
changes in the fair value of the hedged item attributable to the
hedged risk or the amount by which changes in the presant values
of future cash flows of the hedging instrument exceed changes.
{or expected changes) in the presant value of future cash flows of
the hedged item. Such ineffectiveness is recorded in current peri-
od earnings in Met frading income. Interest income and xpense
on gerwatives desgnated as hedging instruments i effective
Fedge relatanships is induded in Met inferest incorme.

Fair value hedges

Far qualifying fair value hedges, the changs in the fair valus of the
Fedging instrurment is recognized in the incorme statement alang
withs the change in the fair value of the hedged item that is at-
tributable to the hadged risk. In fair value hedges of interest rate
risk, the fair value change aof the hadged item attributable ta the
hedged risk is reflected in the canrying vabue of the hedged item.
For a portfolio hedge of smterest rate risk, the eguivalent change
in fair value is reflected in a sepasate line within Oifier assets or
Cther fabdities. If the hedge relationship is terminated for reasons
ather than the desecognition of the hedged item, the difference
between the camang value of the hedged item at that posnt and
the value at which it would have been camed had the hedge
never existed (the “unamortized fair value adjustment™) is ameor-
tized to the ncome statement over the remaining term until ma-
turity,

Cash fow hedges

A fair value gain or loss assodated with the effective portion of a
derivative designated as a cash flow hedge is recognized initialhy
in Eguity, ‘When the cash flows that the derivative is hedging ma-
terialize, resulting ininceme or expensa, then the associated gain
ar kass on the hedging dermative is simultaneously transferred
from Equity to the corresponding income or expense line itam.

If a cash flow hedge for a forecasted transaction i deemed o
e no longer effective, or if the hedge relationship s terminated,
the cumulative gain or lass an the hedging dervative prewiaushy
reported in Equity remains there until the committed or foracast-
ad transaction occurs, T the fosecasted transaction is no longar
axpected ta ocow, the deferrad gain or loss is transferrad immedi-
ately to prafit or lass.
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Mote 1 Summary of significant accounting policies (continued)

Hedges of net investmeants in foreign operations

Hedges of net irestrments in foraign operations ane accounted for
srmilarly te cash flow hedges. Gains or [esses an the Redging in-
strument redating 1o the effective partion of the hedge are recog-
nized directhy in Equity (and presented in the statament of changes
in equity and staternent of comprehensive income under Fareigr
currency Frarslation), while any gains of lases relatng ta the inaf-
fective and for undesignated portion {for example, the interest ele-
ment of & foreard confract} are recognized in the income state-
rent. O disposal of the foregn operation, the cumulative value
of any such gains or losses assodated with the entity recognized
directly in Equity is redassfied to the income statement.

Foanomic hedges which do not gqualify for kedge accounting
Deswative instruments which are transacied as economic hedges
but de nat qualify for hedge accounting are raated s the same way
a5 derivative instruments wsed for trading purpasss, i_e., realized and
unredlized gasrs and bosses are recognized in Vet rading Ancame
except that, in certain cases, the forward points on short duration
foreign exchange contracts ane reported in MeT interest incame, Re-
fer 1o Mate 23 for mare infarrmation an “econams: hedgas”.

Embedded dervatives
A derivative may be embedded in @ “host contract”. Such cambi-
nations are known as hiybnd instrurments and anse predomanantly
frarm the issuance of certain structurad debt instruments. The erm-
bedded derivative & generally required to be separated from the
host contract and accountad for as a standalone denvative nstru-
et a1 fair valwe through prafit or kass, if {a) the host contract is
ned carmed at fair value with changes in fair value reporied in the
income statement, (b} the economic characteristics and risks of
the embeddad derivative are not closely related fo the econamic
characteristics and risks of the hast contract, and (c) the embed-
ded derivative actually meets the definition of 2 denvative. Bifur-
cated embedded dervatives are presented on the same balance
hest line as the host contract, and are showen in Mote 28 in the
“Held for trading” catagary, reflecting the measurement and rec-
agretion prinogples applied.

Typically, UBS applias the fair value option to hybsid mstu-
ments (see itemn 8, in which case bifurcation of an embeddad
derivative companent & not reguired.

16] Loan comaitments

Lean commitments are defined amounts funutlized credit lines or
undrawn portions of credit lines) against which customers can
borrow maney at defined terms and conditions,

Lean comritrments that can be cancelled by UBS at any time
{without grving & reasan} according 1o ther general terms and
conditions, are net recognized on the balance sheet and are nod
induded in the off balance sheet disdosunes. Upon a loan drawr-
down by the counterparty, the amaunt of the loan is accounted
far in accordance with Laans and recefabies (refer ta mem 100,

Irrevocabde loan commitments (where LS has no right 1o
withdraw the |oan commitment ance communicated 1o the ben-
aficiary, or which are revocable only dus to automatic cancellation
upon detenaration in a bomower's craditeorthiness) are dassified
e the followang categosies:
= [erivative koan commitments doan commitrents that can be

settled el i cash of by delivenng o issuirg another finandal

instrument}, or if there is evidence that LBS is sedling similar
loans resulting from s loan commitments befare aor shoethy

after origination (refer to item 150,

— Loan commitments designated at fas value thraugh profit and
loss (*Fair valus option™) (refer to item &)

— Al gther loan commitments, which are not recorded n the
balance sheat, However, a prowision is recognized if it & prab-
able that a boss has been incurmed and a rellable estimate of the
amount of the obdigation can b2 made (refer to item 275, Oth-
er loan commitments include imevocable forward starting re-
werse repurchase and irevocable secunities bomowing agree-
maents, A increase in the lakality relating to these other loan
commitmeants is recerded in the incame statemant m Credir
lass experse recorery

17) Financial guarantee coniracts

Financal guarantes ConNtracts ane contracts that reguine the ssuer
10 make specfied payments to reimburse the halder far an in-
curred loss because a specified debtor fails to make payments
when due in accordance with the terms of a speafied debt instru-
ment. LBS ssues such financial guarantees to banks, financial
institutions and ather partes on behalf of customens 1o secuwe
loans, overdrafts and ather banking facilities.

Certamn written financial guararitees that are managed on a fair
value bass are designated at fair value through prafit or loss (refer
o item 8} Rnancial guarantees that are not managed on & fair
walue basis are initially recognized & the financial staternents at fair
walue. Subagquent 1o inital recagnitian, these financial guarantees
are measured at the higher of the amaunt initially recognized lass
cumulative amaortization, and the best estimate of the expenditure
requered 1o settle the financial obligation &t the belance sheet date,
Ay mcrease in the liability relating 1o guarantess is racordad in the
micome statement in Credlil foss expense /recovery.

18) Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash
equivalents comprse balances with an onginal maturity of thres
manths o less induding cash, money markel papes and Balances
with central and other banks. Refer to Mote 1b for mare informa-
tion on our definttion of cash and cash equivalents,

19) Physscal commadities

Physical commodities (precious metals, base metals, energy and
ather commeadities) held by UBS as a result of its broker-trader
activites are accounted for at fair value bess costs to sell and rec
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Mote 1 Summary of significant accounting policies (continued)

agrized within the Treaging portfolo assets. Changes in Tair value
less costs 1o sell are reconded in Met trading income.

10) Property and equipment

Property and equipment includes awn-used properties, invast-
ment propertes, leasetrald improvements, [T hardware, externally
purchased and intarnally develaped softwara and communation
and other similar equipment. With the exception of inwestment
properties, Property and equipment i carmied at cost, less accu-
mulated depreciation and accumulated impairment bosses, and is
reviewed pericdically for impairment. The useful lives of property
and equipment are estimated on the basis of the econamic utiliza-
tion of the assat.

Classification of own-used property

Crwn-used property is defined as property held by the Group for
use in the swpply of services or for adminstrative purposas,
whereas imvestment property is defined 2= property held to earn
rental ncome andfor for capital appreciation, If a property of the
Graup includes a portion that s awn-used and anather pertion
that is hald 1o #arn rental income ar for capital appreciation, the
classification is based an whether ar not these portions can be
sald separately. If the porticns of the property can be sold sepa-
ratedy, they are separately accounted for as own-used property
and investment progerty. If the portions cannot be sold separately,
the whole property is dassfied as own-used property unlkess the
portion used by the Group is minor. The dassification of property
is reviewwed an & regular bass fo account far major changes in its
usage, When the use of a property changes fram own-used 1o
imvastrment property, the property is remeasured to fair value and
reclassified a5 investment property. Any gain ansang on remea-
surement is recagnized in profit or loss 1o the extent that it re-
VErEEs @ pravious mmpairment loss on the specfic property, with
2y remaining gain recegnized in other comprehensive income
and presented in the revaluation resesve in aquity. Any |ass is rec-
ognized immediately in profit or loss.

Investment progery
Irvestrrent property is carried at fair value with changes in fair
value recognized in the income statement in Other income in the
period of change. UBS usas its internal real estate axperts to de-
termine the fair value of investment property by applying recog-
nized valuation technigues. In cases where peices of recent market
transactions of comparable propertes are avadlable, fair value is
determined by reference to these fransactions. Whan tha use of 2
propsrty changes such that it is redassified as own-used property,
its fasr value at the date of reclassification becomes its cost for
subsequent accounteng.

Leasehold Improvemernts
Leasehold improvements are inwestments made to customize
buikdings and offices occcupied under aperating kease contracts 1o

a0E

make them swtable for the intended purpose. IF reguired, the
present walue of estmated reinstalement costs 1o bring a
leased property back into its original condition at the end of the
lease, is capitalized as part of total leasehold improvements with
a carmesponding liakality receanized to reflect the obligation in-
curred. Reinstaternent costs are recograzed in profit and kass
threwah depradation of the capitalized leasahald improvements
over thair estimated wsaful ves.

Froperty feld for sale

Where UBS has decided to sell non-cusrent assets such as prop-
erty or eguipment and the sake of these assats is highly probable
ta happen within 12 manths, these assets are classified as non-
current assets held for sale and are recorded in Other assefs. Lipan
classification as held for sale, they are no langes depreciated and
are carried at the lower of book value ar far value less cost 1o sell.

Software

Seftware developrent costs are capitalized when we are able 1o
assess haw a pregram generates future economic benefits far
UBS, determune the period owver which thess economic banefits
will acerue to UBS and track thasa costs that can be capitalized to
determing & reliable measurement. Internally generated soffwars:
that rreets these criteria and purchased softwase are classified
withun IT, saftware and communicatian.

Estimated usefu! ife of property and egquipment
Froperty and eguipment is deprecated on a straight-line bass.
arvier its estimated useful lifie s follows:

LT e sl T e
Leasehald impraverments Residual lease t=rm
.......................................................... butnot mmesding 10 years
Qther machines ard equipment Mat exceeding 10 years
IT hardware, software and Mol exceeding 5 years
communicabon

A1) Goodwill and intangible assets
Goodwill represents the excess of the cost af an acguisition over
the fair valus of the Graup's share of ret identifiable assets of the
acquirad entity at the date of acquiition. Goodwill is not amer-
tized; it iz tested annually far impairment and, additionally, when
a reasonakde indication of impairment eosts. For the purpose of
testerg goodwill for impairment, UBS considers the segments as
reported in Mote 2a Segwrent reporting as separate cash-generat-
ing units, since this is the level at which the performance of in-
vestments is reviewed and assessed by management. The recover-
abbe amownt of @ segment is determined on the bass of its value
in use. Refer ta Note 16 far details.

Intargible a2sets comprise separately identifable intangible
items arsing fram business combinations and certain purchased
trademarks and similar items, Intangible assets are recognized at
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Mote 1 Summary of significant accounting policies (continued)

cost, The cost of anintangible asset acquired in 3 business com-
binaticn & s fair value at the date of acquisition. Intangikble as-
wots with a definite useful life are amortzed wsing the straight-
line rmethod aver their estimated walul ecanomic life, generally
not excesding 20 years. Intangible assets with an indefinite use-
ful life are not amaortized. Generally, all identified intangibke as-
zets af MBS have a definite useful life. At each balance sheet
date, intangible assets are reviewed for indications of impair-
ment or changes in estimated future benefits, If such indications
exist, the intangible assets are analzed o assess whether
their carrying amount is fully recoverable. An impairment loss
& recognized if the carmrying amount exceeds the recoverable
amaunt.

Intangible assets ane classified into two categories: & infra-
structure, and b} customer relationships, contraciual rghts and
ather. Infrastructure conssts of an intangible asset recagrazed in
connection with the acquesition of PaineWebber Group, Inc. Cus-
tomer relationships, contractual rights and other indudes mainly
imangible assets for chent relationships, mon-compeate agres-
rmesits, favarable contracts, trademarks and trade names acquised
in business combinatians.

22 Income taxes

Incere tax pavable on peofits is recognized as an expense basad
an the goplicable tax laws in each junsdiction in the percd in
which peafits anise. The tax effects af incarme tax losses available
for carry forward are recognized as a deferred tax asset if it is
probable that future taxable profit (based on profit forecast as-
sumptions: will be avadable against which thosa losses can be
utilized.

Deferred tax assets are recognized for temporary differences
that will result in deductible amounts in future periods, but only
ta the extent that it is probable that sufficent taxable profits will
be available against which these differences can be utilized. Ce-
ferred tax liabilites are recognized for temporary differances be-
tween the carrying amounts of assets and liabilities in the balance
sheat and their amounts as measured for tax purposas, which will
result in taxable amounts in futere perods,

Deferred tax assets and liabikties are maasured at the tax rates
that are expected 1o apply in the penod in which the assat will be
realized ar the liability will be setflad based an enacted rates.

Tax assats and liakilities of the same type (ourrent or deferred)
are offset when they arse from the same tax reporting groun,
they relate to the same tax authority. the kegal right to offset ex-
ists, and they are intended to be settled net or realized simultane-
ausly.

Current and deferred taxes are recognized as income tax ben-
efit or expense except for curent and deferred taxes recognized
{i} upan the acquisiticn of a subsidiary, (i) for unreabzed gains or
lossas on financial imvestments available-for-sake. for changes in
fair vahue of derivative instruments designated as cash flow hedg-
e5, and for certain foreign curmency translations of foregn opera-

tions, i} for certain fax benefits on deferred compensaton
awards, and (i) for gains and losses on the sale of treasury shares,
Deferred taxes recognized in a business combination Jtem (i)} ans
considered when determining goadwill, ftems (i), Jiik and (v are
recarded in Net iraame secogm2ed directl o eguity,

23) Deblt issued

Deht isswed is camied at amortized cost. In cases where, as part of
the Groups asset and lizbility management actwity, fair valus
Fedge accounting 5 apolied to fised-rate debt instrements carmed
at amartized cost, their carrying ameunt is adusted for changes
in fair value related to the hedged exposure - refer to item 15} far
further details on hedge accounting. Generally, structured notes.
issuad are designated at fair value through profit ar ks using the
fawr vabue option, on the basis that they are managed on a fair
walue basis andsar that the structured notes contain an embed-
ded derivative — refer to item 8) for further dietails on the fair valus
option. The fair value ootion is not applied to cartain structured
riotes that contain embedded derwatives that reference foregn
awchange ratas and precaus metal prices. For these instruments,
the embedded dervative component is measured on a fair valus
bbasis and the related underlying debt host component is mea-
surad on an amortized cost bass, with both components present-
ad together within Debt ssued.

All geit issued and then repurchased by UES in relation to ma-
kat making or other activities = treated as redeemed. A gain ar
loss on redemption 5 recorded depending on whether the repus-
chasz price of the band & lower ar higher than its camying value,
A subsequent sale of own bonds in the market is Treated as a reis-
suance of debt. Inferest expensa on debi instruments measured at
amortized cost & induded in feterest on debi Esued. Refer to
Mote 19 for further details on dabt ssued.

24) Fansion and ather pest-employrment benefit plans

UBS spansors a number of post-emprayment berefit plans for its
employees worldwide, which indude defined benefit and definad
contribution plans, and other post-retirement benefits such as
meachcal and life msurance benefits.

Defined benefit plans

Typically, defined banafit plans define an amaount of penson ben-
efit that an emploves will receive on netirement, wually depen-
dent on one of moere Tactars such as age. years of seavice and
compensation.

The defined benefit labikty reccgnized in the balance sheet s
the present value of the defined obligaton at the balance sheet
date kess the fair value of the plan assets at the balance sheet
date, together with adjustments far any unrecognized actuarnial
gains and losses and unrecognized past service cost. If the de-
fined benefit liability is negative (e, a defmed beneflit assst),
measurement of the asset is limited ta the lower of a} the de-
fined benefit asset and b} the total of any cumulative wnrecog-
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Mote 1 Summary of significant accounting policies (continued)

nized net actuarial losses pus unrecognized past service cost
plus the present value of economic benefits available in the form
of refunds from the plan o reductions in future contributions 1o
the plan. UBS applies the projected unit credit methed to deter-
ming the present value of its defined benefit obligation and the
related current sendce cost and, where applicalde, past service
coat. These amaunts are caloulated annually by independent ac-
tuanes. The principal actuarial assumptions used are et out in
Mote 29,

LIBS recognizes @ partion of its actuanial gains and losses as
income or expense if the net cumulative unrecognized aciuanal
gains and lasses at the beginning of the reporting pericd are aut-
side the corridar defined as the graater of:

&) 1074 of the fair value of ary plan assets at that date.

The unrecognized actuarial gains and losses esceading the
greater of these two values are recognized in the moome state-
ment aver the expected average remairdng working lives of the
employees partidpating in the plans.

Drefimed contribution plans

A defined contribution plan 5 & pension @lan under which LIBS
pays fixed contributions inla a separate entity. UBS has no kegal or
constructive obBgation to pay further contributions if the plan
does not hold sufficent assets to pay emplayees the benefits ra-
lating 1o employes service in the curment and prics periods. LIBSS
contributions are expensed when the employees have rendered
sanices in exchangs for such contribations; this is generally in the
year of contribution. Prepaid contributions are recognized as an
#sset to the extent that a cash refund or a reduction in future pay-
merits is available,

Other post-retirernent benefits

LIES also prowides post-retirement madical and life insurance ben-
efits to certain retirees in the LS and the UK. The expecied costs
of these benefits are recognized over the period of empoyment
using the same accountsg methodalogy used for defined benafit
pension plans.

28] Equity participation and other compensation plans

Equity partojpation plans

LIBS has established several eguity participation plans in the form
of share plans, option plans and share-seftled stock appreciation
right (S4R) plans. L85 equity parbcipation plans sclude manda-
tary, descretionary, and woluntary plans. UBS recognizes the fair
value of share, option and SAR awards, determined at the date of
grant, as compensation expensa aver the period that the employ-
¢ s required to provide senasces in onder 1o earn the awand,

ane

Awards that de notl reguine the employes 1o provide fulure
sarice 1o become entitled 1o the award, such as those granted to
retiramant aligible employeas, are considered vested at the grant
date, Compensation expensa is fully recognized an the grant date
af in & perad prior to the grant date if the bank can substantiata
that the award is atinbutabde to past service and the amaunt of
the award can be reasenably and reliably estimated. Such awards
remain forfeitable until the legal vesting date if certain conditions
are nat met, Farfeiture events occurring after the grant date do
riot result i a reversal of compersatan expense because the re-
lated services have been received.

Plans containing vesting conditions have either a tiered vesting
structure, which vest in increments over a spedfied pericd or a
cliff vesting structure, which west at the end of a spadfied period,
Compensation expense s recognized an a tiered bass for awands.
that have a tier vesting structure and on a straight-line bass far
awards with & dliff vesting structure. Plans may contain provisions
that shorten the required serice period due 1o achievernent of
retrament eligibility or upen termination due 1o redundancy. In
such instances, LUBS recognizes compensation expanse aver the
period from grant to the retirement eligibality or redundancy date.
Forfeiture of these awards that ooour during the serice penod
rasults in & rewersal of compensation expense,

Equity-settiled awards ane classified as eguity instruments, The
faor walue of an equity-settled award is determined at the date of
grant and is not subsequently remeasured, wnless its terms are
maodified such that the fair value immediately afier modification
axceads the fair value immediately prior to modification. Any in-
crease in fair value resulting from a modification is recognzed &5
compensation expense, either over the remaining service penad
or immediately for vested awards.

Cash-satthed awards are classifisd as liabilites and remeasured
ta fair value at each balance sheet date 2 long as the award is
outstanding. Decreases in fasr value reduce compensation xpense
and, on a cumulative bass, no compensation expents is recog-
nized far awards that expire worthless or remain unexercsad.

Details of the determination of fair value of equity particpation
plans are disclosed in Mote 304d).

Qther campersalion plans

UBS hae established other fixed and variable deferred campenza-
tion plans, the walue of which is not linked to UBSS own equity,
UB5% defered cash compensation plans are either mandatony or
discretionary plans. Deferred Compensation pars include awards
baged on a netonal cash amaunt, where ultimate payaut is fixed
ar may vary based on acheeverment of performance canditicons.
UBS recognizes compensation experse gver the pericd that the
employee is required to provide services i order to earn the
aweard. The amount recognized during the service peried is based
an an estimate of the amount the bank expects 1o pay-out under
the plan, such that cumulative expense recognized uktimately
equalts the cash distributed 1 emphayees, LES also awards de-
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Mote 1 Summary of significant accounting policies (continued)

ferred campensation plans in the form of alternative mvestment
vehickes [A1YS), The grant date faw value for Alvs s based on the
fair value cn the grant date af the underying assets (e, maney
market funds, UBS and nan-UES mutual funds and other UBS-
sponsored funds) and is subssquently marked to market at each
reporting date wntil the award is dstributed. Forfeiture of these
awards results i the reversal of expense. Refer to Note 30 for
further details on equity partcipation and other compersation
plans.

261 Arnounits due under unit-linked investment coniracts
LBSs financal liabilites from unit-linked cantracts are presentad
as Other liabifities {refer to Note 20) on the balance shest. These
contracts allow investars 1o invest in a poal of assets through in-
vestment units issued by 2 UBS subsidiary. The unit halders recelve
M rewards and bear all nsks associated with the reference asset
pocl. The finandal liability represents the amownt due to wnit
holders and is equal to the fair value of the reference assat poal.
Assats held under unitlinked investment contracts are pre-
sented as Trading portfollo assets, Refer 1o Mote 11,

17) Provisions

Frowisions are recognized when LIBS has a present legal ar con-
structvie abbgation a5 a result of past events, it s probakde that an
autflow of rescurces will be required 1o setthe or discharge the
ablgation and the amaunt can be reliably estimated. Pravisicns
for restructuring are recognized when UBS has approved a de-
tailed and formal restruciurning plan and also has rased a valid
expeciation of the restruecturng, either through commencement
of the plan or announcements 1o the affected employees.

When a proveion & recograzed, (15 amount needs 1o be esti-
mated as the exact amount of the cbligation & generally unknown.
The estimate is bazed on all available information and reflects the
amount that in management’s opnian represents the best esti-
mate of the expenditure required to sattle ar discharge the abliga-
tion. UBS revises existing provisions up or down as soon asit is able
ta quantify the amounts maore accurately. if the effact of the time
value of money is matenal, prowisions are discounted and mea-
srad at the present value of the expenditure expected 1o settle or
discharge the abligation, wsing a rate that rflects the current mar-
ket amaszmants of the time value of money and tha risks specific
ta the obligation.

The majonty of LIES's provsions relate 1o operatianal risks, lit-
gation and regulatory matters, restructuring costs and provisions
for kaan cammitments and guaranteas. Provisions are reflectad
under Other fiabiities on the balance sheet. A& provision is not
recagnized, but a contingent Bability is disclosed, when it has yet
1o be confirmed whether LBS has a present obligation as a result
of past evants; when it 5 not probable that an outflow of re-
sources will be requared to settle or discharge a present cbligation,
ar when a sufficiently reliable estimate of the amaunt of the obli-
gation cannot be made, Refer o Mate 21,

28 Equity, treasury shares and contracts on LBS AG shares

Trarsactian costs relsted to share Esusnoss

Incremental tramzsaction costs directly attributable to the issue of
mesw sharas or contracts with mandatory gross physical setflement
<lassified as equity instnarments ane recagnized in EQuity as “Trans-
action costs related te share issuances, nel of tax” and ane de-
ducted from Equity.

Nor-controfing inferests

Net profit and Equity are presented induding non-contrelling in-
terests, Vet profit s split into Met profit attributable (o UBS share-
halders and Met profit attributable to non-confroling intereses.
Equity i& split into Equity annbutable fo UGS sharefolders and
Equity atiributable o ron-controfiing inferests.

LG5S AG shares hald (“tressury shares”)

UBS AG shares held by the Growp are presentad in Egquity as Trea-
sury shares at their acqussition cost which includes transactan
costs, Treasury shares are deducted from Eguity untl they are can-
celled or ressued. The difference between the proceeds from
sales of Treasury shares and their weighted average cost {net of
tax, if any) is reported as Share premium,

Conlracts with pat cash setfemeant or nel cash settlement oohion
Contiacts an UBS AG shares that require net cash settlernent, ar
provide the counterparty or UBS with a settlement option which
includes a choice of satfling net in cash, are dassified as frading
instruments, with changes in fair value repored in the income
staterment as et frading incame.

Conracts with mandztony grass physical settfament fexcent for
WriTten put aptbans and forwand shane purchase contras)
Contracts that requare gress physical setthernent in UBS &G shares.
are presented in Eguity as Share premiwn (prowded a fixed
amount of shares is exchanged against a fixed amount of cash or
anather financial asset) and accountad for at cost, which & added
1o or deducted from Equity as approgriate, Upon settlement of
such contracts, the aifference batween the proceeds received and
their cost {net of tax, if any} is reported as Share premium.

LWintten put options and fonward share purchase confracts with
qross physical settiement

Written put coticens and farward share purchase contracts with
gross physical settlement, including contracts wiere gross physi-
cal setflement is a setflament alternative, result in the recognition
of a financial lizbility booked against Equity. At the inception of
the cantract, the present value of the obligation 1o purchase own
shares in exchange for cash is ransferred out of Fquity and recog-
nized &= a liability. The lability is subseguently acoreted, using the
EIR methad, aver the Kfe of the contract to the naminal purchase
abligation by recognizing interest expanse. Upon seftlement of
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the contract, the liakilty is derecognized, and the amouwnt of eg-
uity arigenally recognized a5 a liabilty is reclassified wathin Eguity
1o Tressury shares, The pramiom recaived for witing put opticns
is recognized directly in Share premium.

Trust preferreg securities issuwed

LIBS has isssed tnust preferred securities threugh consalidated pre-
ferred funding trusts wihich hold debt issued by UBS. UES AG has
fully @nd unconditionally quaranteed all of these securities. LIBSS
abligations under these guarantaes are subardinated 1o the full pri-
ar payrent of the deposit liabilities of UES and all other lizbdiies of
UBS. The trust preferred securities represent equity instrurments
which are hebd by third parties and treated as non-controlling inter-
sls in LIB5s consalidated finandal statements, Once a coupan pay-
ment becomes mandatony, Le., when it 5 iggered by a contracis-
ally gefined event, the full dwidend payment obligation on these
trust preferred securities issued i reclassified from Squity 1o & cor-
responding liability. In the income statement the full dividend pay-
ment is reclassified from Met profit aftributable o (85 shareholders
10 Mt profit attnbutabie To nor-controfing inferests at that time.

19) Discontinued operations and non-ourrent assets hedd for sala
LIBS classifies individual non-cument nen-financial assets and dis-
posal groups as held for zale if such assets or disposal groups are
avallable far immediate sake in their present condition subgpect 1o
teris that are wsual and custarnany for sales of such assets of dis-
posal groups and their sale is corsidered highly probable. For a sale
ta be highly probable, management must be committed fo a plan o
sell such assets and must be actively kookeng for a buyer. Further-
mare, the assels must be actively marketed at a reasanable sales
price in relation to their fair value and the sale must be expected 1o
be completed within one year. These assats (and liabilities in the case
af dsposal groups] are measured &t the kower of thes carnying
armownt and fair value less costs 1o sell and are presented in Cither
assels and Other labilives (see Motes 17 and 20). Mon-cuerent asets
and Eakilities of asbsidiaries are dassified a5 “held for sale” if their
canmying armaunt will be recovered princpally through a sale fransac-
thon rather than theough continusng wse,

LIBS presents discontinued operations in a separate Bne in the
inceme statarnent if an entity or a companent of an entity has bean
disposad of oris classified as held for sale and a) represents a sepa-
rate major line of business or geographecal area of operations, b is
part of a single coardinated plan 1o dspose of 3 separate major e
of business or gecgraphical area of operaticns, ar < is a subsideary
acquired exclusively with a view to resale {e.g. certain private equity
investments), Net profit from discontnued operatians includes the
net total of aperating profit and loss bafors ta fram discontinued
aperations (induding net gain or loss o sale Defare tax or mea-
surerment to fair value less costs to sell) and discontnued opera-
tions tax expense. A component of an entity comprises cperations
andd cash flows that can be deardy distinguished, cperationally and
for financal reportng purposes, from the nest of LIBS'S operations

30

and cash flows, If an entity or a companent af an entity is dassified
45 a discantinued operation, UBS restates prior pericds in the in-
come statement. Rafer to Mote 36 for further datails.

30) Leasing

UBS enfers inte lease contracts, predominanthy of premises and
equiprment, as 4 lessor and a lessae, The terms and conditons af
thess confracts are assessed and the leases are dassified as oper-
ating leases or finance leases according to their economsc sub-
stance, When making such an assessment, the Group foouses an
the following aspects: a) transfer of ownership of the asset o the
lessee at the end of the lease term; b} existence of a basgain pus-
chase option heald by the lessee; € whether the |ease term is for
the major part of the economic life of the asset; d) whather the
present value of the ménimum lease payments Is sulbstantially
equal 1 1he fair value of the leased asset at inceptan of the lease
term; and e} whether the asset is of a spedalized nature that cnly
the lessee can use without magor modifications being made. If
ane or more of the conditions are met, the lease is ganerally das-
sifiedd a5 & finance lease, while the non-eostence of such condi-
tions normally keads to a classification as an operatng leasa.

Lease contracts classified as oparating leases where UBS & the
lessee are disclosed in Mate 25, These contracts inchude non-can-
cellable long-terrm kases of office buildings in mast LBS lacations,
Cperating lease rentals payable are recognized as an expense an
a straight-line basis over the lease term, which cammencas when
the lessee controls the physical use of the property. Lease ncen-
tives are treated as a reduction of rental expense and are also
recagnized aver the lease term on a straight=line basis,

Certain arangaments da not 1ake the legal form of a lease but
conwey a right to wse an asset in return for a payment ar ssnies of
payments. For such amangements, RS determéines at inception
date of the arrangement whether the fulfilment of the arrange-
ment is dependent on the use of a specific asset or assets. If the
arrangement comeeys a right ta use the asset, the arangement &
accounted for as a lease.

When LIES enters inte contractual arrangements which ane not
consicered beases in their entirety, but which include lease ele-
maenls, then the general lease requirements are applied 19 the
lease elerment of the arrangemeant.

Lease contracts classified as oparating leases where UBS & the
lessar, and finance lease contracts where LES is the |essor ar the
lessee, are not material.

LIBS recagrzes provisans for premises leases if the unavoid-
able costs of a contract exceed the benefits to be received under
it {onerous lease contracts), Thes may occur, for instance, when a
significant portion of 2 rental space is expected fo be vacant for
an extended period.

31) Fee income
LIBS eanns fee income from a diverse range of services it provides
10 its clients, Fea income can be divided inta twa broad categarnies:
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Mote 1 Summary of significant accounting policies (continued)

fees parned from sansces that are provided over 2 certain pencd of
time and fees earned from provideng transaction-type servicas,
Fees earned from sapices that are provided over a certain period
af time are recognized ratably over the service period, with the
exception of parfarmance-linked faes or fee components with spa-
cific perfarmance criteria, which are reccgnized when the perfor-
mance criteria are fulfilled. Feas sarned fram prowvding transac-
tion-type services are recognized when the service has been
completed. Loan commitment fees on lending arrangements are
deferred waitil the koan i drawen down and are then recognized as
an adjustment o the effectve vield over the life of the loan. if the
commitrment expires and the loan is not drawn down, the feas are
recognized as revenue when the commitment expires.

The following fee income & earned predaminantly from ser-
vices that are previded cver a pericd of time: investiment fund
fees, porticho management ard adwsory fees, insurance-relatad
fees and cradit-related fees. Fees earned predominantly from pro-
viding transacticn-type services indude underwriting fees, corpo-
rate finance feas and brokerage fees.

32) Fareign currency transiatan

Tranzactions denominatad in forgign currency are translatad into
the functional currency of the reparting unit &t the spot exchange
rate on the date of the ransaction. At the balance sheet date, all
assets and kabilities denominated in foreign currendy, except for
nof-monetary items, are translated using the closing exchange
rate. Non-monetary items measured at historical cost are trans-
lated at the exchange rate on the date of the tranzaction, Gener-
alfy, resulting foreign exchange differences are recognized in der
tradirg ircame. Fareign exchange differences from nen-manetary
finandial inwestments awalable-for-sale are recorded directly in Eg-
wity until the asset is sold or becomes impairad, unless the nan-
manetary financial investment is subject 1o 2 fair value hedge of
fareign exchange risk, in which case changes in fair value atirbut-
able 1o the hedged risk are reparted in Met trading noame.

Upeon consclidation, assets and liabdities of fareign operations
are translated into Swiss francs (CHFY — LIBSS presentation cur-
rency = at the <losing exchange rate on the balance sheet date,
and incame and expense ilems are trarglated at the average rate
far the period. Differences resulting from the use of different ex-
change rates are recognized directly in Foreign cumency fransla-
B wathin Equity.

Wihen a fareign aperation is disposed of such that contral, sig-
nificant influence ar joint cantrel is lost, the cemulative amount
in Faralgn currency transiation within Equity related 1o that foreign
operation attributable to UBS is reclassified to profit or loss as part
af the gain or loss on dispozal. When LUBS disposes of a portion of
its interest in & swbsidizry that includes a foreign cperaticn withaut
losng control, the related pertian af the curmulative currency trans-
lation balance is reattributed to non-controlling nterests. When
LIBS disposas of & portion of its investrment in an assocate ar joint
veriture that indudes a foresgn operation while retaineng sgnifi-

cant influence of jaint cantrol, the related portion of the cemidatve
currency translation balance is recdassfied 1o prafit or lass.

33) Earnings per share (EPS)

Basic earnings per share are calculatad by dividing the net prafit
af kass for the pericd attributable 1o ardinasy shasehalders by the
weighted average number of ardinarsy shades oultstanding dunng
the period.

Diluted earnings per share are caloulated using the same meth-
od as for basic EFS and adjusting the met profit ar less for the
period atiributable to ardinary sharehodders and the weighted av-
erage number of ordinary shares autstanding to reflect the paten-
tiad dibution that could acour if options, warrants, convertible debt
secuities or other contracts to issue ordinary shares were coan-
werted or exercised into ordinary shares.

34) Segment reporting

UBS"s businessas are organized on a wiarldwide basis imto four
business divisions; Wealth Management & Swizs Bank, Wealth
Management Amencas, Global Asset Management and the In-
westment Bank, supponted by the Carporate Center.

For the purpose of segment reparting, the business division
‘Wealth Management & Swiss Bank is split inta two separate re-
portabde segments, namely, Wealth Management and Retad &
Conporate. The five reportable segments, tagether with the Cor-
porate Center, reflact the mitermal managerment structure and re-
sponsibilities. Financial information about the five reportable seg-
ments and the Corporate Center is presented separately in the
intemal management report to the Growp Executwe Board doan-
sidered the "chief cperating dedsion maker” within the contaxt
af IFRS & Oiperating Segments).

The Corporate Center is not considerad an operating segment un-
der IFRS & Operating Segments, It inchedes predominantly the results
of treasury activitles, .., from the management of structural foreign
exchange msks and interest rate msks, resdual operaling expensas
such as those associated with the functioning of the Group Executive
Board 2nd the Board of Diractors, other oosts redated 10 organiza-
tional management, as well a5 a Bmited number of specifically de-
fined items. Thesa items inchede UESS option 1o acquire the SME
StabFund’s equity and expenses such as capital taxes. As the Corpo-
rate Center agrees flat fees to be charged to the business divisions,
adjusted an a peripdic basis, there will be differences between actual
costs incurmed and those recharged. Al other costs incurred by the
Corparate Center related 1o shared services and contred funcons like
risk control, finance, legal and compkance, communications and
foranding, human resources, information technology, real estate, pro-
owament, conporate development and senice centfers are charged
ot ta the reporable sepments based on intemnal accountng policies,
The costs af shared services and conirel functions managed by the
Corporate Center are allocated to the direct cost lines of personnel
axpenses, general and adminkstrative expenses and degreciation in
the respective repartable segment ncome statements, based on in-
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Mote 1 Summary of significant accounting policies (continued)

temally determined alecations, LBSS internal accountng policies,
which include managemant accounteng poboes and service lavel
agrearmenls, determine the revenues and expenses directh atiribut-
able to each reportable segment. Internal charges and transfer pricing
adjustments are reflectad in the reportable sagment performnancas.,

Revenue-shareng agreements are used 1o alocate external cli-
enl revenues 1o repartable segrments. Due 16 the presant arrandge-
ment of revenue-sharing agreements, the total inter-segment
revenues for LIBS are not considered material,

Met intersst income is allocated to the reportable ssgments
based an their balance sheet positions. Assets and liabilites of the
repartable segments are furded through and invested with the
treasury departments bocated inoeach business division. The trea-
sury departments are supported by Growp Treasury in the Corpo-
rate Center, with the net margen reflected in the resulis of each
repartable segment. The Carporate Center transfers intesest in-
come =amed from managing UBS' consolidated equity back to
the reportable segments based on average attributed equity.

Commisgions are credited to the reporiable segments based
an the correspanding chent relationship, Revenua-sharing agreg-

b) Changes in accounting policles, comparability and ather adjustments

Effective in 2011

Interests in consolcted investment funds

In 2011, UBS changed its accounting policy for investments in
consolidated investment funds that are not considered equity in-
struments as defined in 145 32, Effective 2011, foreign curmency
gains and losses from translabon af aur rvestrments in such funds
are recorded in the income statement on the bass that the invest-
ment interests are financial liabilities of the consolidated inwvest-
ment fund. Previcushy, foresgn currency translation gains and
losses from these investments were presented o Foreign cumency
transttion within Other comprahensive incarne on the bass that
the imestment interasts represented a right to the residual assets
and were therefare previously considered non-monetary e,

The revised acoounting policy is considered more relevant as it
better aligns the treatment of the foregn cumency aefferences
ansang on the investments in the subsdianas with the treatment
of tha inwestment interasts.

This change in accounting policy was applied retrospectively, re-
sulting bn an adjustment 1o the opereng balanoe sheet asof 1 January
2009 Fargign currency fransiabion within Cumuladive et income
recegnized directly in equily, pet of tax was debited by CHF 159 -
lion and Redained earmings was aedited by CHF 159 million, with a
carrespanding impact an the statement of changas in equity. There
wigs M Impact on the reparted net profit of 2009, 2000 and 2011,

Interests in non-consoidated investmeant funds
In connection with the above change in accounting policy, the
classification of invesiments in non-consalidatad funds in Note 11

1z

meents are used for the allocation of CustomEr revenues whens sey-
eral reportable segments are invalved in the value-<reation chain.

Iri line with internal management reporling, segment assels ane
reparted without intercompany balances on a third-party view basis.
Refar to Mote 2a "Sagment reporting” for further details, Far the
purpose of segment reparting urder IFRS B, the non-current assets
cansst of Fvestments in assecates and paint ventures, goadwill
ather intangibde ass=ts and plant, property and equipment.

35) Metting

UBS nets assets and lizbilities on its balance sheet if it has a our-
renthy enforceable legal nght 1o 3a1 off the recognized amaunts and
intends either to s=tthe on a net basis, or to reafze the asset and
settle the liability simultaneausly. Mettad positions incude; OTC in-
terest rate swaps (RS) transacted with the London Clearing House,
netted by currency and across matunty dates and repurchase and
ravarse repurchase transactions entered into with the both the Lon-
don Cleanring House and the Fized Income Clearing Corporation,
netted by counterparty, cumency, central securifies depositary
(L5000 and maturity.

Trading portfolio and Note 13 Fnancial investments available-for-
sale has been amended 1o align o the oriteria in 145 32 Anancial
Instrurments. Presertatan. The reclassification of these interests.
from equity instrements to debt instruments has no impact an
UBS%S income statement and balance sheet. Prior periods in Mote
11 and Mote 13 have been restated accordingly.

Capitalization of intemally generated soffware

Following the approval of a new lang-term [T investment plan, in
the third quarter 2011 L85 reviewed the capitalization practice for
mniternally generated cormputer software. &s a result of this review,
UBS implemented a process whereby UBS smproved the ability to
assass how software programs generate future econcmic benefits.
far UES, determine the period over which thase economic banefits.
will acorue T UBS, and tradk the capitalizable <osts assodated
with the vanicus programs 1o determing a reliable measurement of
an amartizable assat. The change has been applied prospectively
and led to capitalizing agditional compater softwara development
costs of CHF 108 million in the second half of 2011,

FPresentation of redermption of preferred securities

In the third guarter of 2010, UBS redeemed trust preferred securi-
ties aof US0 1.5 billion classified &5 non-contralling interests, which
had accumulated foreign ourrency franslation (FCT) lesses of CHE
1,093 millicn, At the time of the redemption, the reversal of these
aceurmnulated FCT bosses was presented as part of the change to
Preferred securities in non-controlling interests in the Statement
af Changes in Equity. This reversal of the FCT loss would have
been better presented as a fareign currency translation mave-
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Mote 1 Summary of significant accounting policies (continued)

et withan nor-controlling interests within the Staterment of
Comprehensve Income. The change alsa smpacts the related Pre-
ferred securties table. This was anly a presestational matter with-
in man-cantralling interests an the Statement of Changes in Eg-
uity and the Statement of Comprehensive income; balance sheat
and Income statement lnes were nat affected and the eguity at-
tributable o UBS sharehelders was unchanged. Comparative
amounts for 2010 have been amended 1o reflect the mproved
presentation, as follows:

= In the Statement of comprehensive INCome, FOreign cWTency
transiztion mavements dunng the pear before fax was
changed by CHF 1,093 million o negatwe CHF 951 millian for
year ended 31 December 2010 Total comprefiensive noome
attnibutabie 10 non-condroding nferests was changed by CHE
1,093 million to positive CHF 02 million for the year ended
31 Decernber 2010

- In the non-controlling interests compeonent of the Statement
of changes in equity for the year ended 31 December 2010,
Freferred securities were reduced by CHF 1,093 million and
Total compnehensive incame for the year recagnized i equity
wias increased by CHF 1,093 million,

- In the table on preferred seouities for the year endad 31 Decem-
ber 20710, Redemptians wers changed by CHF 1,083 millian 12
negative CHF 2,622 millian and Foreign curmency transafion was
changed by CHF 1,093 millian to positive CHF 275 rillan,

Definitan of cash and cash equivalents

For the purposes of the staterment of cash flows, LUBS has refined
its definition of cash and cash equivalents To restrict it ta balances
with an onginal maturity of three manths or less mduding cash,
maney market paper and balances with central and other banks.
This refined definition i considerad to result in more relevant and
comparabde information for the purposas of the statament of
cash flonws. Cash and cash equivalents have been reduced by CHF
60,888 million at 21 Decernter 2010 and by CHF $2,105 million
&t 31 December 2008, to CHF 75,934 mdlion and CHF 72 868
million, respectively, with related changes to cash flows from ap-
erating activities and irvesting  activities, Mevertheless, the
amaunts now escluded from cash and cash equivalents in the
staternent of cash flows cantinue ta be part of aur liguidity posi-
tion.

Transfer of leqage portfalio from the Investment Bank 2 the
Corporate Canler

On 30 December 2011, a portfolic of legacy assets was frans-
ferred from the Investment Bank to the Corporate Center. Togeth-
erwith the aption to buy the equity of the SNE StabFund, LIBS will
repart the legacy portfalico 85 a separate segment in the Corporate
Center begmnning in the first quarter of 2012, when all necessary
internal reporting changes will have b=en put into place. Restated
historical segment infarmation will be provided prior o the publi-
cation of aur first quarter 2012 financial report,

Parsornel expenses

I 2071, UBS reclassfied the casts related 1o the valuntary emgployes
share ewnesship plan Eguity Plus) frem Varable compensation —
other to Jther personne! expenses in order to align the presentation
with the ANBA dafinition of variable compenzation. Priar periods in
“Mide 6 Persannel expenses” have been restated accordingly. As a
result, Diher persennel expenses wede increased by CHF 80 millicn
and CHF 132 milion for the year ended 31 December 2010 and for
the year ended 31 Decemnber 2008, respectively, with a corespand-
g decrease in Vanable compersabon = other, The change i pre-
sentation did nat affect the total Personnel expenses.

Improvements fo IFRS 2010
In May 2010, the |ASE issued amendments to seven IFRS stan-
dascls as part of its annual improvernents progect. UBS adopted
the Imgraverments ta IFRS 2010 on 1 January 201 1. The adoptan
of the amendments resulted anly in changes ta the desdasure of
maxEmum exposure to credit risk, as shown in Mate 28c.

Thiz iz the onfy amendment o accounting standards that sig-
nificantly impacts UBS effective 2011,

ttective in 2010 and =arlier

Wisaith Management & Swiss Bank rearganization

From 20040 anwasds, the internal reporting of Wealth Manage-

el & Swiss Bank 1o the Group Execitnve Board was revised in

order to better reflact the management structure and responsi-
bilitezs. Segregated financial informatian is now reported for;

= “Wealth Management”, encompassing all wealth manage-
ment business conducted out of Switzedand and = the Asian
and European beoking centers;

— “Retail & Corporate”, including sendces provided to Swiss re-
tail private clients, small and medium enterprises and corpo-
rate and institutional clients.

In line with this rewsed sternal reperting structune and IFRS 8
Cperating Segments, Wealth Management and Retadl & Corporate
are now prasented in the external finandal reports as separata
business units and reportable segments, Prior penods presented
have been restated to confarm to the new prasentation format,

Allocation of additiona! Corparate Center costs o reparfable
SEQments
From 2070 onwards, almost all costs incursed by the Corporate
Center refated o shared services and contral functions ane allo-
cated ta the reportable segments which directly and indirectly re-
ceive the value of the services, either based on a full cost recoveny
ar an a pericdically agreed flat fze. The allacated costs are shown
in the respective expense lines of the reportabde segments in Mote
2a “Segment reportng”, and in the "Financial and operating per-
formance” secticn of this repart.

Up ta and including 2008, cartain costs mourred by the Corpa-
rate Center were presented as Corparate Center expenses and
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not charged 1o the business divisions, This change in allecation
polscy has been applied prospectively and prior year numbsers have
nel bean restated.

The moemental charges to the business divisions made in
Z010 maindy relate to contrad functions, If figures far each quarter
of 2009 had been presented on the basis of the allocatan meth-
adetagy applied far 2010, the estimated impact en operating ex-
penses and performance before tax would have been as showm in
the table below,

Equity and Other comprefiensive inoame

In 20710, LIBS reviewed certain components of its equity and made
adjustments to comrect immaterial misstatements that related to
periods several years back, The following paragraphs describe
the impacis of the changes on UBS's financial staternents as of
31 Decernber 2010

LB5% Foreign currency transistion balance was adjusted by a
credit of CHF 522 milon. The adjustment increased total Other
comprehensive income by CHF 592 million and total Comprefen-
shvie ingame by CHF 429 million because a loss of CHF 163 million
wias transfered 10 the meome statemant.

In addition, UBS redassified an amownt of CHF 212 million from
Equity atmibutabie fo nan-controlling interests 1o Jther fabilties as
this amount has been identified & redeemable and thersfore not
satisfing the criteria for an equity instrument under IFRS. Alsa, an
armeunt af CHF 134 million relating 1o an equily parspation plan
was redlamified from Skare premium to Other fablites a5 it was
idendified that the amaount is nat related to equity setiled awards, The
impact on the income staternent for both items was insgreficant.

Furthermare, UBS merged the balance af the balance sheet
line Revaluation reserve fromm sfep acguisitons, ned of fax ino
Share premiwsr, resulting in an increase of Share premivm by CHF
38 million. The balanca sheet as of 31 Decambar 2009 and 2002
and the staternent of changes in equity for 200% and 2008, were
adjusted accordingly.

Persgnnel expences
I 2000, LS redassified certain elements of Otfer pevsanmed ax-

penses 1o varable compensalion - other i order 1o abgn the pre-
santation with the new FNKA definition of vanable compensatsan,

In addition, amounts previously reparted under Salaries and
vanzbie compensation were presanted for the first time on the

Corporate Center cost allocation impact on 2009 figures

following separate lines: Salanies, Vanable compensation — discre-
barary Bonus, Variable compensalion — other ard Wealth Man-
agerment Americas: Finanoal adhvisor compensation.

Furthermare, LUBS reclassified the pension oosts related 1o bo-
nus 10 Fensian and ather post-emplapment benefit plans, Previ-
ausly, thase amownts were repared wnder Sodal securty. Priar
period amounts have been adjusted accordingly. The change in
the presentation did not impact UBSs personnel expenses.

IMRRCYENTRETES IO (FRS 2009

The |1ASE issued amendments to twebve IFRS standards as part of
its annual smproverments praject m April 2009, UBS adopted the
Improvements to [FRS 200% on 1 lanuary 2010, The adoption of
the amendments did not have a significant impact on LB finan-
<ial statements.

Amendments fo A5 39 Bnancial instruments: Recognition and
Measurement — Eligible Hedged ltarns

The amendments to 1A% 39 were ssued inuly 2008, The amend-
ments privided additonal guidance on the designation of a
Fedged iten. The amendments danfied haw the existing prind-
ples underlying hedge accountng should be appled in o pa-
ticular situations: a) & one-sided risk in a hedged item and b} in-
flaticn in a financial hedged itern. UES adopted the amendments
1o 145 3% on 1 January 2010, The adoption of the amendments
10 1AS 39 did not have a signifcant impact on UBSS finandal
slAlements.

IFRS 3 Business Combingtions, A5 27 Comsolidated and Send-
rate Financial Staterments, and 1AS 21 The Effects of Changes in
Fareign Exchange Ralas
In lanuary 2008, the LASE izssuwed the revisad IFRS 3 Business Com-
hinations and amendments ta 145 27 Consalidated and Separare
Financlal Staternents, and A5 21 The effects of Changes in For-
eign Exchange Rales.
The most significant changes wnder revised FRS 3 were as fol-
lows:
= Contngent conssderation should be recognized at fair value as
part of the consideration transferred a1 the acquisition date.
Prawvioushy, contmgent canaderation was recognized if, and anly
if, UBS had a pressnt obligation, the economic outflow was
mare likely than not and 2 reliable estimate was determinakle.

Wealth Total
Wealth Mansgement & Managemes?  obal f2et |meestment busness Corparaie
S Bank Ameras  Masagement Back drasiony. Cemter
Wiealth Retal &
CHE mAlon Management  Covporate
Estimated ncragce (n 2009 apesting expences and derasss
in parformance bafom tae ik E B EE! L] =21 Lt
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= Mon-controlling interests i an acguinee that are present owner-
ship imterests and prowde entrtlement 1o a propartionate share
of tha net assets in the event of ligusdation should gither be
measured at fair value ar as the non-controlling interests pro-
portsonate share of the fair value of net identifiable assets of
the entity acquired, All other companents of the nan-contn-
ling interests are measured al thes acquisition-date Tair values,
The option is available on a transaction-by-transaction basis.

- Tramzaction costs incurred by the acquirer should be expensad
&5 Inourred.

The amendments to &S 27 and the consequental amend-
mients to |45 21 required the effects (induding foreign exchange
translationy of &l transactions with non-controlling interests o be
recorded in eguity if there s no change in control. The standards
ako speafy the accounting whan contrcd & |ost: any remaining
interest in the entity showld be re-measured to fair value, and a
gain or less (induding foreign exchange translation) should be
recognized in profit or loss, The amendmants to 1A% 21 further
clarified that na deferred faresgn currency translation gains and
logses are 1o be released upan a partial repayment of share capital
of & subsidiary without a loss of contral.

LES adopted the amendments 1o RS 3, 145 27 and 185 21 with
prospective effect on 1 January 2010, The adoption of the revised
guigance did not materially smpact LESS financal staterments.

IAS 1 {rewised) Presertation of finanosl Statements

Effective 1 January 2008, the revised International Accounting
Standard (45) 1 affected the presentation of awner changes in
equity and of comprehensive income. LBS continued to present
owner changes in equity in the "statement of changes in eguity”,
but detailed informatian relating to non-owner changes in equity,
such as foraign exchange transtation, cash flow hedges and finan-
cial irvestrrents available-for-sale, were presented in the “state-
ment of comprebensve incomea”.

When implementing thess amendments as of 1 lanuary 2009,
LIES aka adjusted the format of its "statemant of changes in eqg-
uity" and replaced the “statement of recognized income and ax-
pense” i the fimandal staterments of praviaus vears with a “state-
ment of comprehensive income”.

UBS akes re-assessad its accounting treatment of divwdends
from trust preferred securities. In line with the classification of
trust preferred securites a5 equity instruments, LIBS recognizes
liabikties far the full dwidend payment abligation ance a coupan
payrment becermes mandatony, e, when i is triggered by a ean-
tractually determined event. I the income statement, the same
amaunt is recdassified from net profit attributable to UBS share-
hotders to net profit attributable 1o non-controlling intenests.

IFRS 8 Operating Segments
Effective as of 1 January 2009, U85S adopted IFRS 2 Operating
Segments which replaced 145 14 Sagment Reparting. Under the

requirements of the new standard, LBS'S external segmental ra-
parting i raw based on the miternal managerment reportng to
the Greup Executive Beard {ar the “chief aperating decsan mak-
ar"}, which makes dedsions on the allocation of resources and
assesses the performance of the reportable segrnents, Refer to
item 343 and Mote 2 far further details,

IFRS 7 {rewisedll Finanoa! tnstruments: Disoosures
Thes standard was revised in March 200% when the International
Accountng Standards Board (1ASE) published the amendment
“Impreving Disdosures aoout Finandial Instruments . Effectve 1
January 2009, the amendment reguires enhanced disdosures
about fair value measurements and liguidity risk.

The enhanced fair value measurement disdosure requersments.
included: 2 fas value hierarchy (i, categesization of all financial
instrurments ima levels 1, 2 and 3 based an the relevant defini-
tions); significant transfers between level 1 and level 2; reconcilia-
tion of lewel 2 instruments at the beginning of the penod to the
ending balance Jevel 3 mavernent tabla); lavel 3 profit or loss for
positicns stll hald at balance sheet date; and sensitwity informa-
tian far the total postion of kevel 3 mstruments and the basis far
the caboulation of such informiaticn.

The amended liquidity risk dsclasure requirements kargely
confirm the previous rules for providing matunity infarmation
for non-derivative financial liakilities, but amended the rules
for providing matunty information for derivative financial lia-
bilitees,

IFRIC 16 Hedges of @ Met investment in & Foreign Cperation
IFRIC 15 was issued an 1 October 2008 and became effective
an 1 January 2009, IFRIC 16 prowides guidance in identifying
the foreign currency risks that qualify as a hedged risk in the
hedge of a net investment in a foreign operation; where, within
4 group, hedging instruments that are hedges of a net invest-
ment in a foreign operation can be held to qualify for hedge
accounting, and how an entity should determine the amounts
ta be reclassified fram equity to profit or lass for both the hedg-
ing instrument and the hedged tem. The impact of this inter-
pretation an UBESS financial statements was immatanal.

1A% 24 Related Party Disclosures

In Novemnber 2003, the 1458 amended | A5 24 Aefated Party
Disciosures with latest possible effective date 1 lanuary 2011,
UBS has early adapted the revised requirements in its annual
financial staterments 2009, The revised standard amends the
definition of related parties, in particubar the relationship be-
tween LIBS and associated companies of UBSS key manage-
ment persennel ar their dose family members. Transactians
between UBS and associated companies of UBS key manage-
ment persannel aver which UBS key management personnel
dess nat have contral or jaint control are na lenger considered
related-party transactions,
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Mote 1 Summary of significant accounting policies (continued)

) International Financlal Reporting Standards and Interpretations to be adopted In 2012 and later

Ameandments fo A5 12 income Taxes

In December 2010, the |ASE issued amendments to 1A5 12 in-
come Taxes which incorporate the pringiples of pravious guidance
in SIC Infermretatian 21 noome Taxnes - Recavery of Revalued Nan-
Depreciatile Assets and that klerpretation was withdeawn.

145 12 generally requires an entity to measwre the deferred tax
redatad to assets reflacting the fax consequences that would fal-
low fram the manner in which the entity expects 1o recover thair
carry amount (e.g. sale or use), However, under the amendmens,
there is a rebuttable presumgtion that investment property will be
recovered through sale. The amendments provide a practical ap-
proach for measuring defermed tax liabilities and deferred tax as-
sets when Investment property is measured using the fair value
madal.

The amandments are effective for annual pericds beginning on
or after 1 Januwary 2012, with early adoption permitted and will
not have a material impact on UBES's financial statements.

IFRS 9 Finarcal nstrumenls

In Movernber 2009, the 1ASE issued IFRS 9 Ainancial instrumernts,
which includes revised guidance on the classification and mea-
suremeant of financial assets. In Octoter 2010, the |ASE updated
IFFS © 1o indude guidance on finandial liakilities and derecagni-
tion of financial instruments. The publicstion of IFRS 9 repra-
serited the completion of the first part of a mult-stage project
to replace 145 39 Anancial nstruments: Recogmitian and Mea-
SUMETEt.

The standard requires all financial assets 1o be dassified as fair
value through prafit or ks ar a1 amartized cost an the basis of
the entity's business model far managing the financial assets and
the contractual cash flow characteristics af the financial asset. If 2
finanaal asset meets the criteria 1o be measured at amortized
cost, it <an be designated at fas value through prafit or kass 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 ke acoownted for at far value through
ather cormprehensive income [,

The accounting guidance for financial labilities s unchanged
with one excaption: changes in fair value due to changss in an
entity's cwn credit risk associated with financial Babilities desig-
nated at fair value throwgh profit or loss are directly recognized
in ©CI instead of in profit and loss. There s no subsegquent recy-
clireg of realized gains or losses from 0L to profit or loss.

LBS is currenthy assassing the impact of the new standard on the
financial statements, In December 2071, the |ASE issued amend-
ments o IFRS 2 Fnancd instruments that defer the mandatary f-
fectwe date from 1 January 2013 to 1 lanuary 2015. The amend-
ments also provide relief from the requarement to restate comparative
financial statements for the effect of applying IFRS 9. Early appica-
thon of IFRS 9 is stll permitted.

e

Armendments to (IFRS 7 Ainancal insirements: Declasuras

In October 2010, the 1ASE issued revised IFRS 7 Fingnoal fnstru-
ments: Dischosres to prowide additional disclosures arcund trans-
fers af financial assets, induding thase transfers in which an en-
ity retains a conlinuing interest in the transfarred asset(s) at the
reporting date. The amendments are intended to allow users of
financial statements fo improve their understanding of fransfer
transactions of finanoia assets, incuding understanding the pos-
sible effects of any risks that may remain with the entity that
transferred the assets. The effective date for mandatory adoptan
is for annual periods baginning on or after July 2011, with early
adoption permitted. LES will adopt the new standand a5 af
1 January 2012,

IFRS 10 Consolids ted Finanoa! Statements

In hay 2011, the LASE issued IFRS 10 Consolidated Fnanoa State-
ments, which establizhes a single control-baged mods| for asessing
whether ane entity showkd consolidate another. IFRS 10 apples 1o
all types of entities and will replace SI1C-12 Corgalidation — Specal
Purpase Entities, and partions of 1S 27 Consoldyted snd Separate
Financial Statements, IFRS 10 is based on the axsting principle that
an ety should consobdate all othes entities that it controls, The
definition af contrel in IFRS 10 focuses on the presence of power,
axpasune 1o vanable returs and the abebty 1o utilize pawer 1o affect
an entity’s cwn returns. The determination of control is based an
current facts and croumstances and is continueusly assassed. Voi-
g nights ar contractugl nghts may be evdence of power, o a
combination of the two may give an irvestor power. Power does.
not need to be exerdsed for control fo exist. An inwestor with mare
than half the vating rights waould meet the power criteria in the
absence of restrictions or other droumsiances,

The standard provides additonal guidance 1o assist in the de-
terrmination of contrel in arcumstances this assessment is difficult
to make. For example, IFRS 10 introduces guidance on assessing
whethar an entity with dacsion-making mghts is a principal or an
agent; cnly entites that anse prncipaks can have contral,

LIBS 15 currently assessing the impact of the new standard on
its financial staternents. The effective date for mandatory adap-
tion is 1 January 2013, with early adoption permitted.

IFES 1T Joint Arrangenents

In May 2011, the 1A5B ssued IFRS 11 st arrangerments, which
supersedes 1A% 31 inferests in Joint WMertures, and 51 13 Jointly
Contratled Entities — Non-manetany Condributions by kenturers,
The dassification of & joint arrangement under IFE5 11 depends.
upon the rights and obbgations of the arrangement, rather than its
legal form (as & currently the case). The standard addresses incon-
sistencias in the reporting of joint arrangements by eliminating the
proportionate conscldation approach and requiring the eguity
maethad 1o account for smiterests i pointly controlled entities,
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Mote 1 Summary of significant accounting policies (continued)

LBS does not expact the new standasd to have a sigreficant
impact an its financial statements, as we do ot currently apply
the propertionate cansalidation approach. The effectve date for
mandatory adoption is 1 lanuary 2013, with early adoption per-
rritted.

IFRS 1.7 Disclasures of Wmterests i Other Entities
In May 2011, the 1ASE issued IFRS 12 Disclosure of fnterests i
Oither Endities, which provides new and compreheansive guidance
an disclosure reguirernents for all entities reporting undes the teo
new standards, [FRS 10 Consolidated Flnanoal Stafements and
IFRS 11 Jaint Arangements. 11 replaces the disclosure reguwe-
ments cumently included in 1AS 28 investment in Associates. The
standard requires entities to disdoss information that helps users
o evaluate the nature, risks and financial effects assocated with
the entity's interests in subsdiarias, associatles, [oint arrangements
and, in partiodar, uncensolidated structured entities.

UES is currently assessing the impact of the new standard on
its financial statements. The effactive date for mandatory adop-
tior s 1 January 2013, with early adogtion permitied.

IFRS 13 Fair Valuwe Measuremeant

In Rday 2071, the 1ASE isued IFRS 13 far Valve Measurement,
which completes a major praject of the |ASE and the LS Rnancial
Accounting Standards Board (FASE) to improve IFRS and LIS GASF
and bring about thair corvergance. The new slandard dafines fair
value, prowides guidance on its determenation and introduces con-
sistent reguirements for disclosures on fair value measurements. The
standard does not introchuce nevw fasr value measurements, nor does
it eliminate practicability excaptions ta fair value measunaments.

IFR3 13 smproves cansistency and reduces complexity by pro-
viding, for the first time, a predse definition of fair value as the
price that would be received 1o sell an assat or paid 1o transfer a
liability i an cederly transaction between market partcipants at
the measurement date, e, an exit price. The definition ampha-
sizes that fair vabue 5 a market-based measurement, not an enti-
ty-specific measurement. As such, an entity’s intention ta hold an
asset of to setile ar atherwise fulfill a lability is not relevant when
mmeasuring fair value, IFRS 13 allows a limited exception o the
bassc fair value measurerment prindples for a reparting entity that
holds a group of financdal assets and financial liabdties with off-
satting positions in particular market risks or counterparty credit
risk and manages those holdings on the bass of the entity's net
exposure to either risk. This exception alows the reportsng entity,
if certain criteria are met, to measure the far value of tha net as-
=2t or liability position in @ manner consistent with how market
particpants wouwld price the net risk position,

The standand setters dsd not achieve convergence with respect
ta the treatment of “Day 17 profits as the A5 38 guidance s still
applicable. UBS is currently assessing the impact of the new stan-
dard an its finandal statements. The effective date for mandatory
adoption is 1 January 2013, with early adoption permitted.

M5 1 Presentation of Financal Statemeants

In June 2011, the 1438 issued the rewsed 143 1 Presentation of
Financial Statements. The revisad standard requines the grouping
tagether for presentation purposes of items within other compre-
Fensive incoma (OO into thase that may b2 recycled to profit ar
Foss in subseguent periods and those that may not be. The revised
standand reaffirms existing requirermeants that items in OCI and
profit or loss showld be presented as either a single statement ar
T consecutive statements, Currently, all items in cur OC1 may
e recycled to prafit or kass, bt this will change with the adap-
tians of 185 19 {revsed) Emplayes Bepefits and FRS 9 Francial
Instrumen s, as both of these acoounting standards will generate
31 iterns that will not be recycled to profit or loss in subsequent
periods. The effective date for mandatory adoption i 1 lanuany
2013, with early adoption permitted.

A5 19 jrevized) Employes Banefits

In June 2011, the IA3B Esued revizsions to A5 19 Employee Ben-
afits {145 19R° or “the revised standard’). The revised standard
intreduces changes to the recognition, presentaton and desclo-
sure of post-emplayment benefits. 185 19R eliminates the “oorni-
dor methed”, undar which the recognition of actuanial gains and
loszes was deferred. instead, all actuarial gains and |osses are rec-
ogiized immediately i Other Comprehensive Income (OCI)L In
addition, 145 19R requires the income statement recogniton 1o
[be based on the net interest on the net defined benefit obligation
{asset), using the discount rate that is used to measure the de-
fined benefit obligatian. The effect of this is to remowe the current
congept of recognizing an expected return on plan assets, The
revised standard also enhances the disclosure requirements for
defined benefit plans, prowiding more information sbout the
characteristics of defined benefit plans and the risks to which en-
tities are exposed through participatan in those plans. The effec
tive date for mandatory adoption is 1 January 2013, with early
adapton permitted. UBS is assessing whether ta adopt 145 198
aarlier than its mandatory date.

The main impact of adooting 145 198 will be that LBS will
derecognize the deferred pension expenses and accrued pension
liabilies included in Other assets and Othar kabiites and will rac-
ognize the aggregate accounting deficits of the defined benefit
plans in Other fabilities. The income statement will b2 changad to
remowe the interest cost, expected retum on plan assets and
amortization of aciuanal vanances. This will be replaced with a
ret interest armcunt that s caloulated by applying the discount
rate to the net defined benefit obligation.

If UBS had applied 1A% 198 in its 2011 financal statements,
a5 at the year end Other assets would have been lower by ap-
proximately CHF 3.3 billion, Other labilities would have been
higher by approximately CHF 3.1 billion and Deferred tax assets
wiould have been higher by approximatety CHF 1.2 billion. The
impact af these changes will flow through a companant of eg-
uity at the time of adapton. These estimates do not take into
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Mote 1 Summary of significant accounting policies (continued)

account any potential reduction in the defined benefit obliga-
tion to reflect the risk-sharing features of the Swiss penson
plar, as it is not yet practicabde 1@ deterrmine this. In addition,
the impact of these changes on UBS's regulatory capital remains
subject to darifying guidance from ANRMA. Shaould LIES choose
1o adopt 1AS 19R earlier than its mandatary date, LBES will dis-
elese further infarmaton lates in 2012,

A% 32 Fimanoal Instruments;: Presentations amd FRS 7 Financial
Instroments. Dhsciosunes
In December 2011, the [A58 amended the accounting requie-
ments and dechasures related to offsetting financial asats and
finandial liabilities by issuing amendments to LAS 32 Finamds! in-
struments; Freserfation and IFRS 7 Financial Instruments: Discio-
sunes.

The amendments ta 145 32 change owrent practice by requar-
ing that, to achieve offsetting on the balance sheet, an arrange-
ment must be kegally enforceable in the event of default, bank-

38

ruptey o insclvenicy in additian 1o the normal course of business,
Furthies, it must be demenstrated that the right of offset is recpra-
cal amang all parties. The amendments also prowvide incremantal
quidance for determining when gress saftlement systems effec-
tively achieve the functional equevalent of net sattlermant,

Adastionally, the 1458 simultanecusly issued disclosuse reguine-
mmenils intendad Lo anable users 1o assess the effest (or potential
effect} of offsatting arrangements on an entity's finandal position.
The amendments to IFRS 7 financal insfruments: Disclosuwres re-
quire that entities disclose both gross and net amounts assodiated
with master netbing agreements and similar arrangements, in-
clugeng the effects of financal collatesal, whether ar not present-
ad net on the face of the balance sheet.

LIBS is currently assessing the impact of the revised standarnds
an its financiagl statements. The amendments 1o 14% 32 are effec-
tive far annual periods baginning cn or after 1 January 2014, The
amendments to IFRS 7 are effedlive for annual pericds beginning
on ar after 1 January 2013,
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Mote 2a Segment reporting

UBS AG i the parent company of the UBS Group (Groug), The
aperaticnal structure of the Group comprises the Corporate Cen-
ter and four business divisicrs! Wealth Managament 5 Swiss
Bank, Wealth Management Americas, Global Asset Management
and the Investmant Bank, For the purpese of segment reporting,
the business dwision Wealth Management & Swiss Bank is split
inte bwo separate reportable sagments, namely Wealth Manags-
ment and Retail & Corporate. There are therefore five reportable
segments altagether, in addition to the Corporate Center present-
& in the financig staterments, which reflects the mtemal man-
agement structure and responsdbilites. The Corporate Center is
net considered an aperating segrment.

Wealth Management & Swiss Bank

Wealth Management & Swiss Bank foouses on delivering <om-
prehensive financal services to high net worth and ultra high
net worth individuals around the world - excapt to those served
by Wealth Management Americas — as well as private and cor-
porate dients in Switzerland . Our Wealth Management business
unit prowides dients in over 40 countres, including Switzerland,
with financial advice, products and toals ta fit their individual
needs, Qur Retail & Carporate business unit pravides individual
and business chents with an array of banking services, such as
depeosits and lending, and maintains a leading postion across its
client segments in Switzedland. Starting with the first quarter of
2012, we will report Wealth Management and Retail & Corpo-
rate & separate business divisions and will no longer repart
Wealth Management & Swiss Bank which will cease 1o be a busi-
ness divisian.

Wealth Management Americas

Wealth Management Americas provides advice-based sohutions
through financal advisors who debver a fully integrated set of
praducts and services spedfically designed to address the needs
af ultra high net worth and high ret waorth individuals and fami-
liers, 17 includis the domestic US business, the domestc Canadian
busiress and internatianal business baoked in the LS.

EDINETOOOO
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Global Aszet Managemaent

Global Azset Management is a large-scale asset manager with
businesses diversfied across reqions, capabdities and dstributian
chanmels, It offers investrment capabilites and styles across all ma-
por traditional and alternative asset classes includng equities,
fixed mcormea, asiendy. hedge fund, real estate, infrastiucture and
private equity that can also be combined into mult-asset strate-
gies, The fund services unit provides professional services inchud-
ing legal fund set-up, accounting and reporting far traditonal in-
westment funds and alternative funds.

Investment Bank

The Investrnent Bank provides a broad range of products and ser-
wices in equitias, fixed incorme, foraign exchange and commodities
to corporate and institutional dients, soveneign and government
bodses, finangoal intermediaries, alternative asset managers and
UB5S wealth managemaent Clients, The Investment Bank i an ac-
tive parbcipant in capital markets flaw activities, including salas,
trading and market-making acrass a beaad range of securities. It
provides financial solutions to 2 wide range of clients, and offers
advisary and analytics services in all major capital markets.

Corporate Center

The Corparate Center provides treasury senaces, and manages
suppeost and control functions for the business divisions and the
Graup in such aregs as msk contral, finance, legal and campliance,
funding. capital and balance sheet managerment, management of
non-trading risk, communications and branding, human rescurc-
as, information technology, real estate, procurement, corporate
cevetapment and service centers. 1T allocates mast of the treasury
inecene, operating expenses and personnel associated with these
activites to the businesses based on capital and service consump-
tion lewels. The Corporate Center also encompasses cartain cen-
trally managed pasitions, including the SME StabFund aption and
starting wath the first quarter 2012 reporting) the legacy ponfalic
farmarly ir the Irvestment Bank.
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Metes to the consolidated financial staterments

Mote 2a Segment reporting (continued)

Tranzactions between the repariable segments are carried out at internally agreed rates or at anm's length and are reflacted in the
performance of sach segment. Revenue-sharing agreements are used to allocate external client revenues to a segment, and cost-
allacation agreements are used 1o allocate shared costs between the segmants.
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Mote 2a Segment reporting (continued)

Tranzactions between the repariable segments are carried out at internally agreed rates or at anm's length and are reflacted in the
performance of sach segment. Revenue-sharing agreements are used to allocate external client revenues to a segment, and cost-
allacation agreements are used 1o allocate shared costs between the segmants.
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Financial information
Metes to the consolidated financial staterments

Mote 2a Segment reporting (continued)

Tranzactions between the repariable segments are carried out at internally agreed rates or at anm's length and are reflacted in the
performance of sach segment. Revenue-sharing agreements are used to allocate external client revenues to a segment, and cost-
allacation agreements are used 1o allocate shared costs between the segmants.
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Taadl operating lscame TAT s 3,550 2,037 3135 g 2281
Persinmel eeparses 3360 1,635 4,231 96 GSER 551 15,543
Gesnral and adminstrathe sgesses 1,182 B35 17 |/ REE 199 5243
Serveres (ol fom aeter besiness dhesions £ (518 4 e (1471 06 o
Degrecation of property and e ipment 154 135 1ma B 60 193 1,048
impairrrest of qoadwil 0 0 2] m 40 0 113
Amprizatien of iman glle assels &7 Q 62 13 Eil o o
Tosal eperating sxpenses 5191 2.2689 5,518 1,638 9,24 12350 25,163
Performance from continuing
aparations befare fax 1,280 1,628 Erd 4= (B} (&0} (2.561)
Parformance from discantinued
aperations befare tax 1] 1] a a a 0] m
Performance befare tas 280 1629 krd 45 8,081} (&) [2,5659)
Tas espense/(benefs) on contining operations ' 1443}
Tas expense on discontinued opertions [
et prafit {2,128}
Additional information
e TR ) R T T IR
FT s ety - - w0 G oo o .

1 impanmess of fira nciel |nwestreres reskshie-forsals for the yeer epded 31 Devember 2008 weee s folkows Vieakth Maregement & Swiss Bank CHF 138 milion; Glozal fesst W erexpement CHE 2 milkon; neest-
ment Baak CHF 142 reilion; Corporeie Center CHF 2 milkoe. 1 The totzl imersegment myvesues for the Gioup are mmvesal 2s the ma jorty of Se mevenues e liocrsed aoes the Sus e d s by meaps of

aqeemenis. 1 Asfer to “Sote 26 Falr vl of fand "t Further 01 own et inthe rvestment Bank. & Refer i Sote | b Changes in socousting palicies; comperebil-
i ared piher 2z " dot moee il pnthe ak of andd itoaa | Corpormie Center comts to basivess. dwstoes fiom 2010 omwards.  » The segment amets ase bomed o & thisd-parpees, L the amoums
donot indude inbercompany balnoes
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Mote 2b Segment reporting by geographic location
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The geagraphic analysis of aperating income and non-ourrent assets is based on the |ocation of the entity inwhich the transactions
and assets are recorded, The divisions of the Group are managed on an autenomeous basis worldwide, with & focus on cross-divisianal
collaboration and the sterest of cur cients 1o weld the maximum possble profitabilitg by praduct line for the Growp, The geagraghic
anatyas of operating ircome and nen-curment assets is provided in arder to comgly with IFRS.

For the year ended 31 Decamber 2011

Total operating income

Total ran-current assets

CHF millies Share B CHF million Share %
Suitzerland 11,454 #1 5,045 EY
Unkied Kingdom 1,385 5 &53 4
st of Ewoge 1638 S 1025 6
Unted tates 5,324 Mo 8517 53
Asia Packc 3589 B a7 E
Resi of the woekd 58 1 428 3
Tatal 17, TiE 1080 16,177 100
For the year ended 31 Decermber 2010
Told perEing noome Tortal non-cument &65ets
CHF mikon shase & CHF million
swimedaed 126M 4322
Uned Engdom 2 59
PestofEmge 1514 1078
UnedsEe 10752 BET3
ssaPacc 3,795 e
Rast of the woeld A 1 413
Total 31,5754 100 16,080
For the year ended 31 December 2008
Total 0perEsng nonse Tatal non-aument asets
CHF milban SEate % CHF million Share %
_____ 11,939 53 B
(3,993 *
1,268 7
5333 55
5,770 z
Rast of the el 254 3
Total 22,601 oo
343
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Financial information
Metes to the consolidated finandcial staterments

Income stalement noles

Mote 3 Met interest and trading income
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The “Breakdown by businessas” table below analyzes net interast
and trading income according 1o the businesses that drive it
Met income from trading busnesses indudes both interest and
trading income generated by the Investment Bank, mduding its
lending activities, and trading incame generated by the ather

business divisions; Wet income from interest margin businesses
comarises. interest incame fram the koan portfalios of Waealth
Maragemeant & Swiss Bank and Wealth Managament Americas,
Met mcome from treasury activities and other reflacts all income
from the Graup's centralized traasury functian,

For 1he pean endad % change from
CHE milien 31121 EIREL EIREL) 31,1310
Mat interast and trading incoma
LG I e et e e i SIS SAME ] 19
Mt trading income 4,243 T4N (3244 433
Tatal nat interest and trading income 1,18 12686 611 (12}

Braakdown by businasses

Mot ncnme trazgury activitias and cthes

‘Total net interest and trading income

Mat interast inooma®

807

11,143

L]

1 Inchudes | ending acsisitios of the Imesment Sank. 3 Infovest inciudes fonvard poims on

i o i pa el ares and achances of C4F 20 i lion for 381, CHF 37 mill ion dar 390 and CHF 55 milion

inizest evperee 0a Cash codsiesdl prgbles on desvaive nsioness.

a4

swaps isoed 107 anage shat-term Iiesst e sk on jovein

i ¥
HERS.  a Irciudes imiesest inconne oa Cash colaveal modvables on dedvathe retamenis. & Incledes
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Mote 3 Net interest and trading income (continued)

For the pear endad % change from
EHE mation nazn EYRFA ] ERR 31210

Mt trading income'

Imswsiment Bask aquities and invesameat basking E01 1356 TARL (14
9

(50

43

g

2 Faie wale chnges.of

epandiag ntridedary
Bedges related 1o Francial Ratslties. desinated o T valve ai s eported in et seading isoome: Foi mone nformetion o gwn el ssfer o “Nate 26 Falivalos of Francial insbayrents’

Met trading income in 2011 included a loss of CHF 1,849 milllon Met trading income in 20117 induded a boss of CHF 133 milkon
due to the unauthonzed trading incident reflected in lnvestment  from the waluation of our option 1o acguire the SNE StabFund's

Bank eguities. equity reflected in Gther business divisans and Corporate Center,
Net trading inceme in 2011 included a loss of CHF 284 million  compared with a CHF 745 mallion gasn m 2010,

frarm eredit valuation adjustments for mencline credit pratecton -+ Refer to the “Risk management and contrel™ section of this

reflected in the Investment Bank's fixed income, currencies and report far more information on the valuation of sur aption to

commedities business, compared with a CHF 667 million gain in acquire the SNE StabFund's aquity

200,

= fefer to the “Risk management and control” section of this
report for more infarmation on exposune to monalines

Mote 4 Met fee and commission income

Fort 1he pear ended % change o=

CHF malien MALN IMALH 31208 20
Equity undermiilisg fees 626 1,157 1550 (463
Dbt unidrmnilisg ey 554 755 o6 T
Tatal underwriting lees 1,180 1,912 2386 (38
BARA and comporale fnance feed 997 857 a2zl &
Backosiaage fees 4,169 4530 S400 (15
Irseettssent fund fees 1577 3,258 4000 18
Porifoio masagement and adviary e 3,550 5,950 5853 I
Iniuranis-relaed snd clher fees e 61 i 2
Tatal securities trading and investment adtivity Tees 15,637 17,918 18,754 (13
Lredil-ralabed faad and com=isione 438 448 115 (]
‘Lommizsaan inoome from offer temvices BT &5 &7 (K]
Total bee and commission imcoms 17,102 19,246 20010 (113
Backerage fess paid 933 1,083 1331 (15)
Cofies §33 964 1,068 [3)
Tatal fee and commission expenss 1,556 20T LI 5
Met faa and cosnmission Income 15,236 17,160 ITT12 nn
o wilich, mar heokenags feer 31,236 2837 4,168 (1&
325
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Financial information
Metes to the consolidated finandcial staterments

Far the year anded % change fiom
CHE mallion 31,121 31,13M A1,130% 31,1310
1
152}
(42)
[L-Eh)
4
(45)
Tatal Ba7 132 [FEL] 51
Wt o BT PRRIIIET e e B B ) - S, il
Mot gainc lozes) Rom Imment IpAIE” s q s, 8] B 2
Cehpa 420 50 [ELF) (2%
Tatal othar incama 1,467 1,314 555 Fil

|mmm|mgmmmmum-¢ywmmmmdm 2 Inachudess net et eceived Tiom Hhind parthes and et operating eqemss 3 ldudes unealoed
3 at Rt value and foreckesd amets. 4 Inciudes et galns  lesses from Sksposals of iams and cehables and oae psed propety.

Met gains from disposak of Financial investments avadable-for-
#le in J0N1 includes a gain of CHF 723 million from the sale of
aur strateqic mvestment portfolio as well as gains of CHF 21 mil-
ligrs in Wealth Managerment Americas’ availabie-for-sale portfalic.

The line Otner incleded gains from sale of loans and receiv-
aoles of CHF 344 million n 2011, CHF 324 million n 2010 and
CHF 205 million in 2009, The 2011 gains were mainly due to the
sale of collateralized boan obgations, which were reclassfied
fram hald-far-tradg e loans and recaivabales in 2008, and wera
largely offset by related hedge termination losses recorded in net
trading income. Additionally, it induded a gain of CHF 78 million

326

on sale of & property in Switzerland i 2011, compared with a
gain of CHF 1528 million an sake of a property in Switzerland in
2010, 2009 induded a gain of CHF 204 millicn on the buyback of
subordinated bands far a total consideration below the principal
amount. Met gains from disposals of investmants in associates in
2010 included a gain of CHF 180 million fram the sale of inwest-
renits i associates awring office space in New York.

Impairment chasges o Financial investments available-far-sake
in 2009 included impairments for a global real estate fund of
CHF 155 million, Asian debt instrements of CHF &6 million and
private equity investments of CHF 55 million,
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For the year andied % change fiom
nazn EYRFA ] ERR 3.12.10
T

Coher parsonnel sapenses’
Tatal plﬁl;-nl-lwn_s 15,551° 16,504 16,54 [2)

1 Fader o * Wote 30 5qulty paticisasion and other compensation plars” of Sk report o mose inkeration. 212011, we ncissified the coaes sl s to our wileniary ermployos Shase ownership sian §5 ety Al fran
‘anabia compensation = other w0 ke personel capenses. Fir periods were a8used fon this change: A5 a resuly, Other pessooned epuorses wort inciease by CHF B nilion and CHF 137 milion or the year ended
31 Decermber 2000 and for S year ended 31 Deceribes 2009, sespecively, wih 3 coTesponding Secidss in'Va bl Compensation = et 1 RplaCemen: RIpments o fayments Tode b compensate enphyses
for dpbened assords forfeded 35 3 resak o joining LB immll‘lmmm = Retention pian papments ielaies o ssateghc itention pogranes. s Refer b “Rate 9 Peasion
and other posemplogment tereft pians” of this epoit for mone: 7 Anandal advisr compensation conses of grid:-based compersation borsed disee iy on competsble venLes qeneatsd by fsandal
advisrs and suppiemental compereion cakobard bosed oo Srancil advsor prodectiviy. fim tenuse, s and aohe varbies. & absn indedes ooss noabed to COMpERSAON COTITRITERES and advances ganed in
financial aswboes af the ime of secrelment, which e subject bo vesting sequilments. & Indedes iestedusing duanges of CHF 261 milbon. Refer to ~Note 37 Reomanizatioes and dispoeais” for mane information.

Mote 7 General and administrative expenses

CHF miien Aan
1,058

L]
Udgaton and regelancry matters’ A e
Coher? 32
‘fatal ganaral and administrative sipensas 5,559

+ Plbocts thee ret, inecreasa e beass of prowisinns for Lisoanion and requlaody MGBE 1e<od R in the: income: Saerd ot and rorvers Tom thisd paries. 5 Indudes maindy roal «zans slaed eludating charges
o CHF 02 rdBap, CHF 70 mdBae aned CHF 156 million for the yeass endéad 30 December JOU1, 31 December 010 and 31 Degenber 2004, wipsaziesly Relir o "Hote 37 Beomanizations and depoa k™ o moss

327
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Financial information
Metes to the consolidated finandcial staterments

Mote 8 Earnings per share (EPS) and shares outstanding

A of o for e pear endad % change fiom
nazn EYRFA ] ERR 3.12.10

Easic aamnings [CHF million)

Diluted sarnings (CHF million)
Mot profl ttrbmtabla fo VB3 shanahedars

Lass: [profil Floss on equity denvative matacts
Ml prodit attribetabla o U84 shansholdars for diluled EFS

Waighted average shares cutstanding

‘isighted mwerags shares nutstanding for basic FF3 3,TT4036437T  ITERIEIGE 3561085066 0
Potentially dilutive ordinary shams reseltisg from urested eschangeabk shamws,

in-th e-money opfions and warmnts outstanding' 81,250,378 48,559, 111 758544 I
‘fizighted average shares outstanding for diluted EFS 3,B35,2595, 815 3.838,332 048 1,661,841.214 1]
Poiential cedinary shares fom useserdsed employes shares and

in-the-riney aptinn nal considesed due o te anti-dilute sfect 0 a 0,466,373

Earnings pes share (CHF)

Besic 1.10 1.59 075k 45
o= coslinuing cperations 1.10 1.59 74y 45)
o diucossinued opsrations. 000 0.0 ane

Diuted 1.08 1.96 1075k 45
o= coslinuing cperations 1.08 1.56 074y 45
o dicostinued operalions 000 0.00 Qe

Shares gutstanding

Ordinary share jiseed B3I 699 3B BAO513 3,558 112753 o

Tregstury shenes £4,955,551 38,522,031 7553872 118

Shares gulslasdisg 3,747,166, 348 3,790,028 482 3,500,558 821 1)

Mandatory convertible noles asd sxchasgeable shanes’ 509,143 580,151 273,264 461 (13}

Shares pulilasdisg o EFS 3, 747,675,591 3,790,528 743 3,793,823 3142 11}

1 Tt equivaleel shasst cutstanding on out-gHhe-moaey opore B nrmmrwmmmmumummmmmnmrurmm 150, G4 141,320, 105 ard

260, 91 00 o the yeans envded 30 Qecerrber 2011, 31 [ecernber 2010 and 31 [ 200, pip A addtiona |00 melign oadreny shares | contingert share Biue”) releted to he S Dramiadion wene
actd bt o ey pevkods presemed, bt coubd polertialy e sastigs per s i he e+ 31 Diersber 2007 inchabes 172651, 003 shaves b the rarstry comeetible rtes i Lo L esestivs i
Maech 008 AN othes rumbsrd el 0 eachargeabie Saies
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Balance sheel noles: assels

Mote %a Due from banks and leans (held at amortized cost)
CHE miflen 31.92.11 30,1210

By typse of exposure

11,520 1.8

et due from banks and loees (keld at amertized oosth 258 812 80010

By geagraphical reglan (hased on the location of the borrower)

Mt due fram banks, loaes (held at amortized cost)

By type of collateral

et due from banlks, Inaes [hald &t amortized cost) 268,812 mae
+ Inchaties keverageed Tincance: kisers of CHF 04 el iigrs of abewances) redamilied Nom hei-ler sad ing as of 31 Decenben 2011 (31 Deosntwr 3080 CHF 05 billion, Rk to Koe 130101 and Riate 23b s mone
eboimiation on reclagslied ansers Rk to Kotk b for mos infoeratian o abewances Tor secafed awars o inchides U shadent loan 31scion e s ol (ARSI of O4F 18 blkan g of abosances) mdasl-
fheed Priom Bgic-or- Tiading as of 31 December 200 0 (30 Dot 2080 CHF 4 3 kel other seaut s of CHF 1.7 hillion ignoss of aliowan o) reda sslied Do held-lorsiading as.of 31 Decereber 2311131 Decembser
2010: CHF 7.4 idikon | and CHF 6.5 bilion jgroes of ol iwanee) Srmilar scguised se0idties iom chems a5 of 11 Decereber 3011 (21 Decenber MAE CHF 97 bibion. Refer o Boee | 21000 208 Mote 28b 41 mone nfr
matian an wcdxslied amms Refer ta abs 56 for maie irkaimation on aliossanes for iedamilied assms

329
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Financial information
Metes to the consolidated financial staterments

Mote 9b Allowances and provisions for credit losses

Specific Collective loan
HF mation allowances lass alkowances Praovisions Tatal 311211 Tokal 31.12.10
Balonce at the begining of S yoer 1,108 a7 130 1,287 LA
(38E) (1) [14] (%01} 11,505
i g P i i
= e e e S )
in e iscrre s 1 Bl 22 ] 66
Fareign carrency enslstion and other ac 18 0 w 17 ]
Balance &t the end of the year T4 131 7] 938 1287
o ik vt of e Do Banky 17 a R 17 ]
ol iz & pecketite of ivane o 131 £35 1087
ol which & recketio of gk coetanal o secanifies bevowsd i [ i a6
15 for lnan ez iy = which re itk n eber babiies et Tacee 21 Provecs d contigertabies” for e erticr, Rel ot Pl and npextrg perkmance”
setion o this tese b The mini b amt o b ¢ Inchden y owirwces of C1F A milion (11 Decerniber 2010: C0F 157 mibaed related tn U5 stuckrt ks o s

seapt i nacbadiad from hebdiosiading. OHF 25 millon {01 Decernbed 2010; Wﬁﬂhlmwu}unnuﬁmhlmmﬂi 05 mllion (31 Ceommbar 200 CHF 52 milon) iseted
b s scouied seou et gad DHF 32 redban (31 Decermber 2000 CHF 33 milbon) sedated b ewssaded naroe bod re.reclissifiad from bekd-erading, fisfer 1o Hote 164100 rd Plote 286 bai more infoemation on

b s

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

and derivative instruments

The Group enters into collaterakzed reverse repurchase and repur-
chase agreements, securities bormowing and sequrities |ending
transactions and derivative fransactions that may result in credit
exposure in the event that the counterpaty 1o the fransactan is
unable to fulfill s contractual obligatons. The Group controls

Balance sheel assets

credit nsk amociated with these activities by monitoring counter-
party credit exposure and collateral valuss on a daily basis and
requining additianal collateral to be deposited with or returned to
the Group when deermed necessany.

Cash collateral Lerh ool
Cazh collaberal Ravaroa reCeivablas e va e
on securities repurchass on derfvative  Cashoolatealon  Feserse raperchase 08 dderwa e
borrowed agresmants instrumants  secquribies bonowed Is irshuments
EHF mallion M Mnian Miaan ENRFA] EIRFETH 31200
e v 1+ 4L RS R e s
Banfks 17,238 133,010 228 0302 1,788 20,230
Lussomers 41,527 80,491 18,980 41153 51,002 17841
Tatal R E 213,501 41,322 A2 454 142,750 38,871
Balance sheat liabilities
Cash collateral Cash collaerl
payablas payatdes
Cash callateral an Repunchase on derivative  Cash colaeral on Reperchas on deratiee
aecurities lent agresments instrumants securilies bt ) i
CHF mAlon E1RFRL 2119201 21.12.11 LR EIRFAL izan
L EE T IE T ot es e A28 e A s R e £ R R R
B 760 16,986 neen L man g
Cusnomens 536 85443 20,334 a3l 45,583 23,954
Tatal 5,136 102,428 67,114 E,A51 74,796 SR
330
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Mote 11 Trading portfolio
CHF mation 31.12.11 30,120

Trading portfolio assets by issuer type

Financial assets hald for trading
Pracious mesaks and other physical commedities

hllmmﬁnﬁﬂ: assats

Trading portfolio liabilities by issuar typa

[Equity instrumants’ 13937 M, TES
Total trading partfolia liakilties 39,480 fa57

1 From 201 | o,  rsctmant fursd Unks s boen dazlied a5 Colporaies and ther et inctrurments, previoay tyesr rwestent fund uais wene clazslied 2z equity iestrument=. Toe coreparm ke pesiod Ras been
aje=ed acravsingly, 1eter o “Mane 18| Chandges in acerusrsng polickes coreparabiiy 304 cther 34 Lezrents” for o [omason.

EEL
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Financial information
Metes to the consolidated finandcial staterments

Mote 11 Trading portfolio (continued)
EARFAL] 31,1210
EHE mation Lawal 1 Lawed 2 Lavad 3 Total

Trading portfolio assets by product type

34,448
FEE
o
3,778
9,513
8513
48,436
Equity instrumants’ 35,312
Prcd mos B I et e 15618
Financial assets held for trading 99,363
Pracious mesaks and other physical commeditias
‘htlltm;lm Enfl;ﬂ: assats
Trading portfolio liabilities by product typa
L Lo PP )
Gommment blltbonk. e, 15418 15 g 17,026 W0
Comporals boslk, munkipal bands, incding bon ds lened by finasclal Isstitutions i
Irechminthomuns! e, #:21 )
Agpat-taced securines o 17 95 312 00
B e . P L e e
Tatal dabt imstrumants’ 18,805 B,101 832 25 542 18,06
Equity instruments’ 13621 S 3 12937 M, T
hllmm Enﬁ;ﬂ: liakilitias 30,430 B414 &35 39 480 L

1 Frarm 201 | aaars, | nsestme fund units kase bien da=iied as debt nismems; pres indely thes |rsestmen fund unis were destied a5 equly Rdruments Toe comparmive peiod kas been ajused aconing b
nefer bz "Mabe 1h) Chanies | m acoounting policies, comzai by and othe adEshments” for mass imkommation.

33z
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Mote 12 Financial assets designated at fair value

Cehee dab instrumeants
Financial assets designated at fair value - debt instrumants
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31211

310210
FAEE]
B33
4,383
EREL
[
158
1447

ireessment fund uriks and ofher

L]

Tatal financial asets designated at fair value

10,336 8,504

110 3071, wee coimoded the: amounts preseabed for 31 December 2000, 553 resul, Loans sene iediosd by O5F 158 el bon, Strsdused koans se ieduoed By OFF 96 milion and  Rewerse ieperciase and secerbhes 5o

nrwing agieemients of wiich: banks weie Inoesed by CHF 754 milion

The maximum exposure to aedit risk of financal assets dessg-
nated at fair vakue — debt instruments is egual to the fair value,
except for Other debt instruments, The madmum exposure is
mitigated by collateral, which mainly relates 1o strsctured loans
and reverse repurchase and sscunities barrowing agreements of
CHF 5,91% milkon and CHF 3,929 million for 31 Decermber 2011
and 31 December 2010, respactively. These collateral values are
capped at the maximum exposure to credit risk for which they
SENdE @5 SECUNTY.

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

exposune to oredit risk of CHF 4,423 million and CHF 2,198 mil-
lizn as of 21 December 2011 and as of 31 December 2010,
respectively, The masdimum exposure 1o credit risk of these in-
struments is generally hedged through derivative transactions,
Investrient fund urats and other are not directly exposed to
credit risk.

The maximum exposure ta cradit rsk of loans, but not struc-
tured loans, is generally mitigated by oredit denvatves or similar
instruments, Infarmaticn regarding these instruments and the
expesune which they mitigate s provided in the table Balow an
a notional basis.

Motional amounts of leans designated at fair wvalue and related credit derivatives

Y millien

Lesares — natianal ameent

el dheriwaivess relabed o boare — noliond smomnl’
el detiaives ralsted b boars — fai walee

AT 20210
1595 2,204
1,404 1,730

37 (5]

1 ot e gt oowinacts inchede coedt default Swepes botal iebam smagriand similr istmert.

The table below provides the impact ta the fair values of loans from changes in credit risk for the periods presented and cumalatively
wnce incepton. Similarly, the change in fair value of creddt derivatives and similar instruments which are wsed 1o hedge these kans

ki provided,

Changes in fair walue attributable to changes in credit risk

CHF mallen

Cemulative from ingepiion

Changas in Tair value of credii dersatives and similar isstrumants which mitigate e maomem

espoeure %o credit risk of loass designated =t fai walue’

For the year eadied entil e year endad
nazn EYRFA ] EARFRL 31210
................ 3 L. 48 .. @n
L] (5] 37 51

1 Cumet and cormplative cvarges. in the fyireaiee of loans designated af {a irvalve, athi buteble to cuanges. in their cresit risk ane onky caloutsted for thse loens owtstending ot babnce sheet de: Curent and mma k-

thee changes in the dai walve of aedt

fedging sch loms inclede al derfvattves: which have been esed b mibgzte e dsk of Sese oans Sooz desigation at fair sk For loas wponed ender the fair
vele opton, changes in fair vl e d e bo chenges inthe aedt sansing of the o are caloulstes wsing oou pler party oedt information oteanesd fromirdependen merket

SEE
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Financial information
Metes to the consolidated finandcial staterments

Mote 13 Finandial investments available-for-sale
CHF mation 31.12.11 30,120

Finandal investments available-for-sale by issusr typs

Equity instrumants’

MNMIMEIE“ = after tax
1 From 201 § omsais, | neestmen fund unks Bas been dasiied 25 Corpomies and orher delt isdruments; peviously thesr irvestment fund uais wene daslied a5 equity insruments Tae compaitive padod Aas been
adjrzed acooing ; refer 10 Hote I b Changes i acooenting poboes compamsley and other adjesments” {or mass irkoimation. = lndufes kees ol CHF 23 million mith 2 du@son of mowe than 12 momss as of
31 Decermbed 2011 (21 Decemide 3030 CHF 31 millionL

31,1211 31,1210
CHE mion Lawal 1 Lawal 2 Lawal 3 Tokal

Finandal investmaents availabls -for-sals by prodsct

33,555
632
24
o
o
34,654
155 o
o ur
‘Tatal equity instrumants” 155 k= 512 &35 912
‘Tatal financial imastments available-farsalke 32,810 17,72 817 53174 74,768
1 Fram 201 1 awwards, insectmen fund units hase been cassiied o debt I ‘ fund s mere dazatied as-equity The: coamy peiced has been achested accordinghy.
ke 10 " Kioke 1 5umroey ol sgnilicam 5 ot mone ink
334
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CHE mation 31211 31210
wgmnlukhjnﬁngﬂhm .............. Tl EIG
Additions 1 1%
i 1] 53
B a2 %
Cehes comprehensve income [27) [1)
T e esememmsmss s s e 534 ot R e LI I8
Dfwden ds pad [28h (vic]
Fiarekgn cemsency Translation Fl [55)
Carrying amount at the end af the year 793 750

significant associated companies of the Group had the following balance sheet and income staternent totals an an aggregated basis,

not adjusted for the Group's propertionate interest. Refer o “Note 33 Significant subsidianes and associates”.

EHF mation 1201 20
e eee oo msmemememnn s A A A e e e e e e e e R g
Rl ] 3780 .51
Revenues 1,388 1,371
Bl profil 11 g
Mote 15 Property and equipment
At historical cost less accumulated depraciation
IT hardwars,

Owm-used Lezeehikd softwareand  Other machises Peoyects In
CHE mation progarties improvements commenicalion and squipmess progeEss INAZ1 31200
Historical cost
Belance gt the begining od Meyesr BE1 2531 amz 1168
Additions 2 % =] 3
Andtions from seguised companies | L ! ! o
Disposals Surite-ofis [ (336 {357 ey
Pecbsstogers 57 % 5 {132
Feraign censency franslation 1 a 1] (hasy
Rednie al the end of e pear RETS 2674 4049 16,364
Accumulated depraciation
Belance al the begiining of e yeer 4844 2005 1625 1no7s
Depreciation’ 154 it b 918
anﬁsd:..'wllr—d'l!- ............... ok B e e
Pechssfieanans (3 ke a L
Foreign cemency tianslation [} 1 5 AT
Badanoe gl the end of the pasr A4.934 1 930 3.59% M1
et book value at the end of the year® 5748 T4 %% 537
1 In 2001, w2 canected e amounts presented b 200 For bath hisoseal cost end scoumulited 2 I weite-of b ol Tully depreieted ausets.

dhepraciation M book wil ve o 1 ke snd of The year was pol impade]
aln 011, 4 rcunts preseated incude A OHF 12 million eet reversal of imgairments.of awnased propenty CHEF 19 million et inepeiments of les
andequiprent. < Fire irsaraece sabee of ploperty end squipmeelis CHF 1075 milion (20100 CHF 13,002 millon, predominaetly s stedte red e

Investment properties at fasr value

sehui] irepecmerents and CHEF 3milon retimpa imerts of other machines

ENF oo narn 120
Baance mebegningoftheyesr ] 16
Additions 1] 1
Sales. 1871 (23
oo Moo b
Redwsifesioss ] 0! 5.
Fors gn cumancy wanslation (11 (1ch
Balance at the end of the year 10 o
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Mote 16 Goodwill and intangible assets
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Intraduction

Ag af 31 December 2011, the fellawing four segments casried
goodwill: Wealth Management {ZHF 1.3 bdlion}, VWealth han-
agement Americas (CHF 2.3 billion), Global Aszet Management
{CHF 1.4 Bdlien), and the kvestrent Bank (CHF 3.0 Billiend, For
the puspese of testing goodwall fier impairment, UBS considers
the segments as reported in “Mote 2a Segment reporting” as
separate cash-genarating undts, and determines the recoverable
amaunt of a segment an the basis of the value in use. On the
bass of the mpairment festing methodalogy described below,
LIBS concluded that the year-end 2011 balances of goadwall alo-
cated to its sagmeants remain recoverable.

Methodology for goodwill impairment testing

The recoverable amount i determined wsing a discounted cash flow
maded, which usas inputs that consider features of the banking busi-
ness aned its reguiatory enviranment, The reooverable amount of a
segment is the sum of the discaunted eamengs attributabla 1o shase-
haldars from the first five individually forecasted years and the ter-
izl value. The terminal value reflecting all pesiods beyond the fifth
year & calculated on the basis of the forecast of fifth-year profit, the
dizcaunt rate and the leng-tenm growth rate.

The carryng amournt for each segmemnt i determined by refer-
ence 1o the aquty attribution framework. Withen this Tramewark,
which is described in the “Capital management* saction of this re-
part, management attributes equity o the businessas after consid-
enirg their risk exposune, RWA usage, asset sze, goodwill and intan-
gible assets. The framework is used primanly for purpeses of
measuning the performance of the businessas and ncludes cartain
management assumptions, Attributed equity eguatas 1o the capital
that & segment requires to conduct its business and i consderad an
aporopriate starting poent from which 1o determine the canying
vahue of the segments. The attributed equity methodology & aligned
with the business planning process, the inputs from which ane wsed
in calculating the recoverable amounts of the respective cash-gensr-
atirsg units,

Assumptions

Valuation parameters used within the Group’s impairment
test madel are linked o external market infermation, where

Discount and growth rates

applicable. The model used to determine the recowverable
amaunt is mast sensitive 1o changes in the farecast earnings
available to sharenolders in years cne to five, 1o changes in
the discount rates, and 1o changes in the long-term growth
rate, The applied long-term growth rate is based on long-term
ecanamic growth rates for dif ferent regicns warkdwide. Eam-
iregs svailable toshareholders are estimated based on forecast
results, which are part of the Business plan approved by the
Board of Directors. The discount rates are determined by ap-
phving a capital-asset-pricing-madel-based aporoach, as well
a5 considering guantitative and gualitative inputs from both
internal and external anakysts and the view of UBS's manage-
mert.

kKey assumption: used fo determine the recoverable
amounts of each segment are tested for sensitivity by apply-
i a reasanably possible change to thase assumptions. Fore-
cast earnings available to shareholders were changed by up 1o
20%, the discount rates were changed by 1% and the long-
term growth rates were changed by 0,5%. Linder all but one
scenario, the recoverable amaunts for each of the segments
exceeded their respective carmying amounts such that the rea-
senably possible changes in key assumptions would not result
in impairment, When forecast earnings from the Investment
Bank are changed by 20%, the Investment Bank's carrying
amount exceeds the recoverable amount. AT 31 December
2011, the Investment Bank's reccverable amaount excesds ims
carrying ameount by CHE 3.8 billion. If forecast earnings far
the Investment Bank were changed by approamately 12%,
then the Investment Bank's recoverable amount would be
equal 1o its carrying amount.

If the estimated earnings ard other assumptions in future
periods deviate from the current autlook, the value of our
goodwill may become impaired in the future, giving rise to
lesses i the income statement. This may be the case if the
reguiatony pressung on the banking industry further intensifies
and conditions in the financal markets diminish our perfor-
mance relative to forecast. Recognition of any impairment of
goodwill would reduce IFRS Equity atributable to LES share-
halders and net prafit. It would not impact cash flows and,
as goodwill & required to be deducted from capital under
the Basel capital framewerk, there would be na impact to
the BI% tier 1 capital ratio or BIS tatal capital ratio of the LIBS
Graug.

[escoent rtes Gmwth raes
aazn EIRFAS] 31.12.11 a0
0.7 (1] 1.7 13
4
P4
i4
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Financial information
Metes to the consolidated financial staterments

Mote 16 Goodwill and intangible assets (continued)

The follewing table presents the declosure of goodwall and ntangible assets by business unit for the vear ended 21 December 201,

Balance at Forgign Balance at

the begisning  Additons and CUBENLC) the ead
CHE milien of the yrar  eealocation Dipaks  A=oitizasion Impsirment tramsiaticn of the year
Goodwill
‘fieaith Menagesest 1.351 [y 112} 1319
‘iealth kenagesest Americr 3,308 110} 143
Global #sset Management 1448 7 113} 1443
Iretsen t Bask 3013 7 [ £ ]
VS 9,115 {7 [35) 9074
Intangilbe mssets
Yésaith Wenagesiest o0 1 ] 1311 124 1)
‘iealth kenagesest Americr 45 & 1481 L1} -
Global #sset Management 40 9 Tl 11l L1} 41
Imviament Bask 143 Ex (2 1301 1l 11 135
VS 07 a7 (2] (801 [37] (5} i1
1 Peflecty | purchise price 4 of CHEF ) milion kot an scgursition compldted iior o the adaption of IS 3 revised.

The estimated, aggregated amertization expenses for intangible assats ane & follows:

W malion
Estimated, aggregated smartization expenses for:

Wot amarized due to indefnite useful i
Tatal

EHF milfen EARFRL 01210
Prime beckerage receivables & 103 6, 255
beemdpmsnepee’ 3300 a4
Setthement and deaving accousts 442 ol
and other nos-cervent amerts held for =l 183 g
Popetes sndoher o mehed e
T and cther tax recersabres 178 5
Cehe pecerables e ] 1,827
Tatal cther assets 12485 22681

1 Referbo “Mate 25 Persion aaather post-employmest berel i plans” ol thes report for more informetion.
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Balance sheel notes: liabililies

Mote 18 Due to banks and customers

CHF milien AT 31210
e 1o banks 30201 i1, 450
D b Destomers I8 sangs ared lswesiment o ts _ . 114,078 0EGT
Cehiar amcunts dhe b (usinmers 218,330 175
Toaal due w0 customens 343,409 332,301
Total dus to banks and (ustomers ITLE10 ErERl

Mote 19 Financial liabilities designated at fair value and debt issued held at amortized cost

Finandial labilitles designated at fair value

Y milien M.12.11 1z
Bonds and structured debl instruments ssusd

Equity Iinked 40,104 AT E10
Cresdil Enked 10,481 B3, 100
b liskad 11,561 23,467
Che 1812 3671
Total 75058 BRI
Structured dehl isstremants — OTC 15001 12475
Raparchiss agesrrent, 477 91
Lisans cxpmmssil prests” 445 145
Total 5, E2 100,756

1 I 2000, we cosered Uhe clessification ol boads ared sructured deld imtraments mieedl 1 Loan commilrments ieoogated a3 “Financial | sl desgnated ol b viehse ™ until drama down ard reog nited 43 ki,
e Kook 1k 31 For ackisonal informeation

s of 31 December 2011, the contractual redemption amount at  maturity of such liabilities was CHF 3.7 billion higher than the car-
maturity of Fnancial lahilities designated at far value through  rying walue, The 2010 number has been corrected from CHF 11.1
prodit or boss was CHF 6.1 billion higher than the camying value.  billion to CHF 3.7 ballion. Refer to Mote 12} 8) for detalls en Finan-
A af 31 Decernber 2010, the contractual redemptian amount a1 cial Babilities desgnated at fas value through profit or koss.

Dralst issued (hedd at amortized cost)

R miten ELAFAL 320
Shor k-t debl 377 56,039
Leng-tes debic

Senier bondd 53113 SA6IT

Subsrdisaled bonds 7,035 B.547
Dbt ivsusd through the central bond isstitutions. of 1he Swiss ragunsl o cantosal basks T.141 B4&55
e diumriem mobes 1,951 2505
Tatal 140,617 130,271

1 Hix of bitascaird embedoed derivatives mith 2 nef {2 salue ol CHF 555 milkon 50l 31 December 3011 131 Deoember 3000 CHF 1,357 milllnL

33
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Mote 19 Financial liabilities designated at fair value and debt issued held at amortized cost (continued)

The Group uses interest rate and foseign exchange derivatives 1o
manage the risks inherent in certam dabt issues thald a1t amortized
cost), I cestain cases, the Group applies Redge accounting for
interest rate rsk as discussed in Mote 1a) 15) and “MNote 23 De-
nuative mstruments and hedge accounting”. As a rasult of apply-
ing hedge accounting, as of 31 Decermber 20171 and 31 Decernbser
2010, the casryirg value of debt ssued was CHF 2,051 mdlian
and CHF 913 million higher, respectively, reflacting changes in fair
value due to interest rate movements.

Thee G roup issues Doth CHE- and non-CHF- genoaminated fixed-
rate and floating-rate delbt.

Subordinated debt securites are unsecured abbgations af the
Group that ane subordinated in right of payment to all present
and future senior indebiednass and certain other abBgations of
the Group. As of 31 December 2011 and 31 December 2014, the
Graup had CHF 7,035 mdlion and CHF 2547 million in subsardi-
nated debt, respectively. A majority of the subordinated debt out-

Contractual maturity dates

standing as of 31 December 2011 pays a fixed rate of interest,
withs the rermainder paying floating-rate interast based on theee-
manth or sik-month London Interbank Offered Rate (LIBORY. Both
the fixed and floating rate instruments pravide for a single princi-
pal payment upon maturity,

As af 31 December 2001 and 31 December 2010, the Group
had CHF 137,263 million and CHF 153,730 milkan if unsubardi-
nated debt {exduding short-term debt, compound debt instru-
ments — OTC, repurchase agreements and |loan commitments
designated at fair valuel, respectively.

The following table shows the split between fixed-rate and
floating-rate debt issues based an the contractual terms and does
not consider early redemption features. It shoudd be noted that
the Group uses intesast rate swaps 1o hedge many of the fied-
rate debt issues, which changes thew re-pricing characteristics.
it thase of flaating-rate debt.

CHF milion, emcant whars indicated w1 P 24 s W6 W Remshe 30501 3210
BS A (Parent Bank]

Sether ekt

 Fieedeate 51,965 15,554 10,383 8,193 4,585 mIEE 546 ITAIE 115199
sk rates range bn ) 010 0-100 083 A D-H (SR 81

 Fhaiing rene 19520 W24 BT FO8T 4,235 6280 NAI 64338 B
Subarisated debi

 Fiesd et v ] - 1064 1422 £,350 5412
ek rates range b %) 31 2474 3159

 Fhaiing reee v ] ] ] 0 - 685 2134
Suaatal L5059 17,20 15,344 10522 2,787 1791 198390 J0AES
Subsiclarks

Senk it

 Feedrate 17961 i {E) 104 713 23,483 143596
 ntesst rles range in ) 082 028 075 074 083

 Foaing rene £05 1387 ) 1476 ELE: 7,766 9947
Suittatal R 1,553 Tl 1151 1027 1,708 pLEE)
Tatal 1,155 21531 18352 16,525 11,545 3,525 21252 339,599 23007

100 AT, vk coavectiod the spit ol Tesed iade and Toating sato onied abr, Toral Moed 1 sanion S 00 was oomedted from OHF 138, 76T million 1o C4F 116,193 million Total Toati s aos wnior Jebt was comseted fram

CHF 50,372 milich 50 CHF 81,085 milion, Tomal fenior J62 Was ol impcsed

The tzble above indicates fixed intarest rate coupans on the
Groug's Bands, The kegh of low coupens generaly relate 1o
structured debt issues prior to the separation of embedded de-
fivalives. As a resull, the stated interast rate on such debt saues

340

generally does not reflect the effective intersst rate the Group 5
paying e service its dedt after the embedded dervative has
[been separated and, where applicable, the applicaton of hedge
accounting.
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Dit«l i liabitie
31.12.11 3,130
B
ERFE
1,704
w1
50
G
(f
it
4T
B3, NS

1| Presertational changes base oo made in 2011, Tatal | ol inchuce | ot loan ard Forber 10 Hcte 7| Prowions and contingent bl for mare 2 Reder
0 *Kofr: 27 Income taes” for more inkoemation. 3 Reftrto “Hoie 23 Fersion and omes pot-amploymen: benedf e for moreinlomation. 4 3011 incudesthind -paity Imexet in consolidates imited pacaesh ps of
CHF 1.4 bilion (3010; CHF 0.8 bilklon and abiities fom cash settied emplyyes compenation plats of CHF 1.5 billon (2010 CHF 1.7 &dion:

Tatal cther liabilities

bt P alionmndeontingt llabitie

afFbians
Litigation and Loan

_ 'Ihd_urnl Hgl.ﬁll‘; _ comeitme s Total Toia
CHF miben risks! matiery’  Retrectering  and guasanless Coher’ Az EIRFR
Balanie gl the beginning of e year 36 618 281 130 ] 1,704 2401
Addchliens T aequieed ea=panies 0 0 a 0 l 2 ]
Iniiesse in provisons neoognized in the ncome &0 e 303 ] 52 47 1,135
Rusleeries of proviines mcogrized in Be ingase dalesent 15 1] {55 1281 (WLl [TE8) 286y
Frovisom used in cosformity with designated purpoie (500 (455 HAED 114] 1821 (716} 11340
Capiialized relresatement msts [ v} Q Q 121 (2h (24}
Dbl of subel dearies o Q Q Q 11l 41} [
Baglassficatons [ v} [tz {2 1 (52} 3
Farekgn cwreendy trenslation ! Unwind of discount s L] 13 | T 2 {130
Balance at the end of the year 53 A5 457 a3 325 1,626 1,704

s s o iyt eaii) i secuy Aok ed e ocesg ks ekl Wipicn st s e ity and omplans 68 Aol ke  pddin ctaitded
in camrgaion whh derads fof repuichiss of ES matgags ares 52kl of st e by UES 35 descrbe in section < of s ot Inducks s

CHE lwm-m-:luewmrmurcmn-rrlmmammmmluhprmmwmwa-wmmmmmﬁmwmmmmmnwwmmn
& Prisininiona) changes hs bier e in 2011, Tosal pioviskons raw atsn Inckedi prosisions o1 loan o TR ekl SR dhickessd 1 Motk 10 Csher
Ratiiies” smawmmmum-unquMﬂwmmm:mm
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Mote 21 Provisions and contingent liabilities (continued)
b Litigation and requlatory matters

Thie Group operates in a legal and regulatary enviranment that
exposes it to significant litigation risks. As & result, UBS fwhich for
purpases af this note may refer to UBS AG andfor one or maore of
its subsicharies, as applicable) is woked in varous deputes and
legal proceedings, including litgation, arkstration, and regulatary
and criminal immestigations. Such cases are subject to many uncer-
tainties, and the outcome is aften difficult to predict, including
the impact on aperaticns or an the finandal staterments, partcu-
larhy in the earlier stages of a case. by certain droumstances, o
avaid the experse and distracton of legal proceedings, UBS may,
based on a cost-benefit analysis, enter into a settlement evan
though denying any wrongdoing . The Group makes provisions for
cases brought against it when, in the opinion of managernent
after seeking legal adwice, it & prabable that a liability exists, and
the amount can be reliably estimated.

Cartain potentially significant lagal proceedings or threatenad
proceadings & of 31 December 2011 are described below, In
SO Cases wie provide the amount of damages claimed, the size
af a ransaction e gther informatan in coder o assist imesions
in considering the magnitude of any potentizl exposwre. We are
unakde to provide an estimate of the possibde financial effect of
particular caims o procesdings (whers the possbility of an out-
flow & more than remote} beyond the level of current reserves
established. Deang so walld reguire us 1o provide speculative le-
gal assessments as to daims and proceedings which involve
unique fact patterns or nowvel legal thearies, which have nat yet
been initated or ane at early stages of adpudication, or as o
whach alleged damages have net been quantified by the claim-
ants. In many casas a combination of thesa factors impedes our
hility ta estimate the finandial effect of contingent liabikties, We
aheo believe that such estimates could seriously prejudics our po-
sition i these matterss,

1) Municipal bonds

On 4 May 2011, UBS anncunced a USD 140.3 mdlion sertlermnent
with the LIS Securnities and Exchange Comrmission (SEC the Anti-
trust Dwvision of the US Department of Justice (DO, the Internal
Revenua Service (IRS) and a group of state attorneys general relat-
ing to the investment of proceeds of municipal bond isuances
and assooated derrvative transactions. The settlement resohes
the investigations by these regulatars which had commenced in
MNovernber 2006. Several related putative dass actions, which
were filed in Federal District Cowrts against LBS and numerous
ather firms, remain pending. Howwever, approximately L5062 mil-
liges of the regulatary settlerment will be made available to paten-
tial claimants threugh a settlement fund, and payments made
through the fund should reduce the total monetary amount at
isswez in the class actions for UBS. In December 20710, three former
UBS emplovees werg indicted in connection with the Federal crim-
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inal antitrust rvestigation; those individual matters also remain
pending.

2) Auction rate securithes

In late 2008, UES entered into settlements with the SEC, the Naw
“York Attormey General (NYAG) and the Massachusetts Secunities Di-
wisicn whereby LUES agreed to offer to buy back Awction Rate Secu-
rities {ARS) fram eligible customers, and o pay penalties of USD
150 millicn (USD 75 million to the WYAG and USD 75 million to the
other states). UBS has since finalized settements with all of the
states. The settlements resolvad investigations following the indus-
try-widhe disruption in the markets for AR5 and related auciicn fail-
wres baginning i mid-February 2008, The SEC continues to meesti-
gate individuals affiliated with L85 regarding the trading in ARS and
dischosures, LIBS was also named in ) saveral putative dass actions;
{ip arketration and Iitigation dain asserted by imvestors relatng 1o
ARS, scludireg a pending consequential damagas claim by a former
custarmer for damages of USD 76 millson; and i arbaraton and
Ftigation daims asserted by isswers, induding a pending litigation
under state common law and a state racketesnng statute seeking
at least LSO 40 milllion in compensatony damages, plus edemplany
arid treble damages, and several recently filed arbetraton claims al-
lagang violations of state and federal securities law that seek com-
persatory and punitive damages, among other relief.

3} Inquiries regarding cross-border wealth management
businesses

Fallowing the disclosure and the settlement of the LS cross-bor-
cler matter, tax and requiatory autharities = a number of coun-
1ries have made inguiries and served requests Tor infarmaticn lo-
cated im their respective jurisdictions relating to the coss-border
wealth management servicas provided by LUES and other financial
institutions. UBS i cooperating with these requests within tha
limnits of finandal prvacy oblgations undes Swiss and other ap-
plicable laes.

4) Matters related to the credit crisis

UBS s responding 1o a mumber of gevernmental inguinies and in-
westigatians and & invalved in a numiber of litigaticns, adbitrations
and disputes related to the credit onisis and in partiosar mortgage-
related securities and other structured transactions and derivatives,
I parficular, the SEC is inwestigating LSS valuation of super se-
nior tranches of collateralized debt abligatans (C03) during the
third quarter of 2007, UBSS structuring and underwriting of cer-
tain CD0s during the first and second quarters of 2007, and LIBSs
raclassification of finandal assets pursuant to amendments to |AS
389 during the fourth quarter of 2008, LES has provided docu-
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Mote 21 Provisions and contingent liabilities (continued)

mments and testimony ta the SEC and is continuing 1o cooperate
with the SEC in its irvestigatians, UBS has akso communicated with
and has responded 1o other inguaries by vanaus gesernmental and
requlatory authorities, indwding the Swiss Fimancial Market Super-
visary Authority (FINKA), the LIE Financial Services Autharity (F5A),
the SEC, the WS Fnandial dustry Regulatary Authority FINRA),
the Anancial Cisis Inguiry Cammssion (FCICY, the Mew Yok Al
tormey General, and the US Department of bustice, concerning
various matters related to the credit arisss. These matfers concarn,
among other things, LBS% &) disdoswunes and writedowns, (8} siter-
actions with rating agencies, dil) risk control, valuation, structuring
and marketing af martgage-related mstruments, and () rode as
underwriter in securities offerings for other issuers.

5) Lehman principal pretection notes

Fram March 2007 throwgh September 2008, UBS Finandal Services
Inc. (UBSFS) sobd apprommately USD 1 billion face amount of struc-
tured notes issued by Lehman Brothers Haldings inc. {Lehman), 2
rmajeaty of which were referred 10 & “principal protection notes, ™
reflecting the fact that while the notes” return was i same manser
linkad to market indices or other measures, some or all of the imes-
tars princpal was an unconditional cklgation of Lehman as issuer
of the nates. UBSFS has been narmed along with ather defendants
in & putatve dass action alleging materially misleadng staterments
and omisdons M the prespeciuses relating to these notes and as-
=2rting laims wnder US seournties laws. UBSFS has also been named
in numerous indisdual civil suits and customer arbifrations (some of
which have resulied 0 settlements or adverse judgments), was
named ina proceeding braught by the Mew Hampshire Bureau of
Seurties which was settled for USD 1 milion, and is respondang to
imestigatians by other state regulatars relating 1o the sale of these
notes 1o LIBSFSS customers. The customer litigations and ragula-
tary investigations relate primandy o whether LBSFS adeguately
disclosed tha rigks of these mates ta s customers. In April 2001,
LBSFS enterad into a settlement with FIMRA related to tha sale of
these nates, pursuant to which LIBSFS agreed topay a LISD 2.5 mil-
lign fing and apprommately USD .25 millicn in mestitution and in-
terast 10 a bmited nurmbser of svestors in the LS.

6) Claims related to sales of residential mortgage-backed
securities and mortgages

From 2002 through about 2007, LES was a substantial under-
writer and issuer of US residential morigage-backed secunties
{RMBS), LIBS has been named as a defendant relating to its role &
underwriter and issuer of BMBS in a large number of lawsuits
refating to appraximately USD 45 illion in onginal face amaunt
of RMES underwnitten or isswed by LBS. Many of the lawsuits are
in their early stages, and have not advanced beyond the motion
ta dismiss phase; athers an2 in varying stages of discovery, Of the
arigenal face amaunt of RMES 31 issue in these cases. appeox-
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mately USD 9 billion was sswed in offerngs in which & LBS sub-
sidiary transferred undertying laans (the magarity of which wene
purchased from thard-party originators) into a securitization trust
and made represantations and warranties about those loans
{LES-cponsonad RMBS), Thi remalning USD 26 billien of RMES to
which these cases relate was ssued by third partes in securitiza-
tians in which UBS acted as underwriter (third-party RMBS) In
connection with certain of these lawsuits, UBS has indemnifica-
tian rights against sunviving third-party ssuers or ariginatars faor
bosses or liabilites incurmed by LIBS, but LBS cannot predict the
extent to which it will succeed in enfarcing these rights.

Thiese lawsuits indude an action brought by the Federal Housing
Finance Agency (FHRA), & conservator for the Federal Mational
Maorigage Asscciation {Fannie Mae} and the Federal Home Loan
morgage Corporateon (Freddse Mac and collectively with Fanre
Bae, the GSES) in connection with the GSES investments in USD
4.5 billion in anginal face amount of UBS-sponsaned AMES and USD
1.2 billior i original face amount of thind-party RMES, These suifs,
which weere mitially filed in July 2011 and then armended in Septem-
[er 2011, assart dairms for damages and rescssan under federal and
state seounbes laws and state common law and alege kasses of ap-
praximately USD 1.2 billion. The FHRA also filed suits in Septemiber
2011 against LES and other financial institutions relating fo their
robe a5 undensriters of third-party RMBS purchased by the GSES &s-
serting clams under vanous legal theones, incuding wolatiors of
the fedaral and state securities laws and state common law. Addi-
tionally, LS is named as a defendant in three lawsuits brought by
wrsurers of RMBS seeking recosery of insurance paid to RMES irves-
tors. These insurers allege that UBS and other RMBS undenaritens
aided and abetted msrepresentations and fraud by RMBS issuers,
and daim equitable and contractual subrogation rights.

On 29 Seprernber 2011 a federal court in Mew Jersey dismissed
an statute of limitations grounds a putative dass action lawsuit
that asserted viclations of the federal securities laws against vari-
aus UBS entities, amang others, in connection with USD 2.6 bil-
lion in origingl face amount of UBS-spensared RMES. The plaintitf
filed an amended complaint on 31 Octoker 2011, which UBS has.
agas moved 10 dismiss on statute of Britations grounds, amang
athers. The motian remains pending.

As desonbed below under ") Other contingent liabilities”,
UBS has also recaived demands to repurchase LS residential mart-
gage loans as 1o which U85 made cerain representations at the
tirmie thie [oans wera transferred to the securitization trust.

On 2 February 2012, Assured Guaranty Municpad Corp. (s
sured Guaranty}, a financial guaranty insurance company, filed
suit agaenst UBS Real Estate Securities Inc. {UBS RESI in a Mew
York State Court asserting claims for breach of contract and de-
claratary relief based on UBS RESIS alleged failure 1o repuschass
allegedly defective mortgage loans with an criginal principal bal-
ance of at least LD 2997 million that serve 2 collateral fior LIBS-
spansored RMES nsured by Assured Guaranty, Assured Guaranty
also claims that LIBS RES| breached reprasentations and warran-
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ties concerning the mangage loans and breached certain obliga-
tiors under commitment letters. Assured Guaranty seeks unspec-
ified damages that include payrments an current and future 2laims
made under Assured Guaranty insurance polioses totaling approx-
irnately LSO 308 million to date, compensatory and consequen-
tial bosses, Tees, expenses and prequdgment interest,

7) Claims related to UBS disclosure

A putative consolclated dass action has been filed i the United
States Districk Court for the Southern Chstrict of Mew York against
UBS, a number of current and former directors and senior afficers
and certain banks that underwrote UBSs May 2008 Rights
Cffering (including L85 Securities LLC) 2lleging viclation of the
U5 securithes laws in connection with LESS disclosures relating 1o
LBSs positions and losses in mortgage-related securites, UBSS
positions and losses in auction rate securities, and UBSS US cross-
border business. In September 2011, the oourt dismissed all
claims based an purchases ar sales of UBS ardinary shares made
outssde the LS, On 15 Decernber 2011, Defendants moved 1o
disrmiss the cdaims based on purchases or sakes of UBS ordinary
shares made in the IS for failure to state a claim. UBS, a numksr
af senwor officers and employees and varicus LUES commitiees
have ako bepn sued in a putative consalidated class action for
breach of fiducary duties brought on behalf of curment and
former partiapants in two UBS Emplayes Retirarment Income
Security St {ERISA) retirement plans in which there were pur-
chases of UBS stock, In March 2071, the court dismissed the
ERISA complaint. The plaintifis have sought leave to file an
amended comglaint.

8) Madoff

In relation to the Bernard L. Madoff Invesiment Securities LLC
EMIS) irvestrment fraud, UBS AG, LES (Luxernbourg) SA and cer-
tain other UBS subsadiaries hawe been subject to inquiries by a
number of requlators, including FINMA and the Luxembourg
Commission de Suneillance du Secteur Fnanoer (C35F). Thase
incuirias concermed twe third-party funds establshed under Lux-
emibourg law, substantially all assets of which were with BMIS, as
well s certain funds established in offshore jurisdicticns with ai-
ther direct or ndirect exposure to BMIS, These funds now face
severe losses, and the Luxembourg funds are in liguidation. The
last reported net asset value of the two Lukermbourg funds before
revelation of the Madoff scheme was approximataly IS0 1.7 bil-
liom in the aggregate, although that figure likely includes ficti-
fious profit reported by BRMIS, The docurnentation establishing
both funds identifies LES entities in vanious robes sduding ousto-
dian, adminisiratar, manager, distributer and prometer, and indi-
cates that UBS employess serve as board members. Between
Febnsary and May 2009, UBS (luxembourg) 54 responded fo
critcisms made by the C55F in melation ta its esponsibilites as
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custedian bank and demonsirated 1o the satisfaction of the C55F
that it has the infrastructure and internal arganization in place in
accordance with professional standzards applicable to custodian
banks in Luxembaourg, L85 (Luxembourgh 54 and certain ather
UBS subsidiaries are alsa responding to inguarnies by Lusembourg
imvestigating autharities, withaut however being named as par-
ties in thess investigations. In December 2009 and March 2010,
the liguidators of the two Lusembourg funds filed daims on be-
half of the funds against LUBS enfities, nan-LIBS entities and cer-
tain individuaks induding current and former LIBS employvees, The
amounts claimed are approximately EUR 820 million and ELR
205 milion, respectively. The liquidators have filed supplemen-
tary daims for amaounts that the funds may passibly be held liable
ta pay the BAIS Tnestes. The amounts daimed by the liquidator
are approxmately EUR 564 millicn and ELR 370 million, respec-
tively. In addition, a large number of alleged benefioaries have
filed claims against UES entities {and non-UBS entities) for pur-
ported losses ralafing to the Madoff scheme, The majosity of
these cases are pending in Luxembourg, where appeals have
[been filed against the Masch 2010 decsians of the court inwhech
the daims in a numker of 1est cases were held to ke inadmssible.
In the US, the BMIS Trustes has filed daims against UBS anfities,
amang others, in relation to the two Luembourg funds and one
af the offshom funds, & caim was filed in Movember 2000
aganst 23 defendants induding UES entities, the Lusembourg
and offshere funds concarned and various individuals, induding
current and former L85 employees. The total amount claimed
against all defendanis was not less than LSE 2 Billion, & secend
claim was filed in Cecember 2010 against 16 defendants mcud-
ing UBS entities and the Luxembaurg fund cencerned. The tatal
amount claimed against all defendants was not less than USD
555 million. Follewing @ motion by LIBS, in November 2071 the
District Cowrt dismissed all of the Trustee's caims other than
claims for recovery of fraudulent conveyances and preference
payments that were allegedly transferrad to UES on the ground
that the Trustee lacks standing to bring such daims. In Germany,
certain clients of LUBS are exposad to Madafi-managed positions
throwugh third-party funds and funds sdminsstered by UBS entites
in Germary. A small number of damms have been filed with re-
spect to such funds.

9) Transactions with City of Milan and
other Italian public sector entities

In January 2009, the City of Milan (City} filed civil proceedings
against LBS Limited, LIBS Italia SIM Spa and three ather interna-
tional banks in relaton to a 2005 bond issue and associated de-
rivatives transactions entered inta with the City between 2005 and
2007. The claim is to recower alleged damages in an amouwnt which
will compensate for terms of the related derivatives which the City
<laims 1o be abjectionable, In the alternative, the City seeks 1o ra-
covier alleged hidden prafits asserted 1o have Deen made by the
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banks in an amoaunt of apprcemataly ELIR B8 million (of which
LIBS Limited = aleged 1o have received approximately EUR 16 mil-
lior) togethear wath Turther damages of not less than ELR 150 mil-
lign. The daims are made against all of the banks on a joint and
saveral basis. The case i currantly stayed following a petition filed
bry the four banks 1o the alian Court of Cassation challenging the
jurisdictan of the alian courts but is likely to be resismed follaw-
ing the recent decision of the Court whidy confirmed jursdiction
of the [alian courts. In addition, two current LIBS emplovees and
ane forrmer emgployee, tagether with employees from other banks,
& former City officer and a formes advser fo the City, are facdng 2
criminal trial for allkeged “aggravated fraud”™ n relation to the
City's 2005 bond issue and the execution, and subseguent rastruc-
turing, of certain related derfvative transactions. The primary alla-
gation I that UBS Limited and the other ternational banks ob-
tasred hidden and/or Segal profits by entenng into the danvatwe
contracts with the City. In the criminal proceedings, UBS Limited
akso faces an administrative charge of failing to have in place a
business organizational maodel to awoid the alleged misconduct by
emptayess, the sanctians for which could indude a limitation on
activitias in laly. The City has separately asserted daims for dam-
#ges against UBS Limited and UBS ndividuals in those proceed-
ings. LBS is engaged in discussions with 1he City in relation 10 2
possle semtlernent of the City's daimms, & number of ransacticns
with other publec entity counterparties in [taly have alsa been
called mite guestion of Became 1he subject of legal proceedings
and daims for damages and other awards. These indude deriva-
tive transactions with the Regions of Calabeia, Tuscary, Lombardy
and Laza and the City of Forence, Flarence and Tuscany have ako
attempried to mvoke ltalian administrative law remedies which pur-
port to allow a public entity to challenge its own deasion to enter
into the relevant cantracts and avoid their cbligations thereunder,
LIBS s resisting these attempts.

UBS has itself cormmenced proceedings before English courts
aganst the City of Milan and certain other Nalian public entities in
connection with various derivative transactions with lalian public
entities, These proceedings are aimed at cbtaining declaratary
judgments as to the valdity and enforceakility of LES's English
law contractual arangements with its counterparties and, to the
extent redevant, the legitimacy of UBSs conduct in respect of
thosa counterpartias. The English proceedings against the City of
Milan and the Region of Tuscany have been stayed by agresment
of the parties.

10} HSH Mordbank AG (HSH)

HEH has filed an action against UBS in Mew Yook State court relat-
ing 1o UsD 503 milion of notes acquired by HSH in @ synthetic
COD transaction known as Marth Street Referenced Linked Motes,
20024 Limited (NS4}, The notes were linked through a credit de-
fault swap between the M54 issuer and LIBS to a reference pool of
corparate bonds and asset-backed securities, HaH alleges that
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UBS knowingly misrepresented the rsk in the transactan, sald
HEH rotes with “embedded losses”, and improperly profited at
HEH's expense by misuzsng its right to substitute assets in the ref-
arence poal within speafied parameters. HEH i seaking LD 500
mndlicr in compensatony damacges plus pre-judgment interest, The
case was imatially filed in 2008, Following arders ssued in 2008
and 2009, i which the court dismissed most of HSHYS claims and
its punitive damages demand and later partially denied a motion
ta dismiss certain repleaded daims, the daims remaining in the
case are for fraud, breach of contract and breach of the implied
covanant of geod faith and fair deakng. Bath sdes have appealad
the court’s most recent partial dismissal order, and a decision an

the appeal is pending.
11} Kemmunale Wasserwerke Leipzig GmbH (KWL}

In 2006 and 2007, KWL entered info a series of Cradit Default
Swap (20%5) transactions with bank swap counterparties, nclud-
ing LB%, Under the C0S contracts between EWL and LIES, the
lazt af which were terminated by UES in Octaber 2010, a net
sum of approximately USD 138 million has fallen due frarm KWL
but not been paid. In January 2010, UBS issued procesdings in
the English High Court against KiWL seeking various dedarations
fromm the English court, in order to establish that the swap trans-
action between KWL and LUBS is valid, binding and enfarceable
as against KWL, In October 20710, the English court ruled that it
Ihas jurisdiction and will hear the proceedings, and UBS issued a
further claim seeking declarations concerning the validity of its
early termunation of the remaimng CO5 Transactions with KWL
KWL withdrew iis appeal from that decision and the civil dispute
is now proceading before the English court. U85 has served Far-
ticulars of Claim and KWL has served its Defence and Counter-
claim which also joins LBS Limited and another bank 1o the pra-
ceedings.

In March 2010, KWL commenced proceedings in Leipzig, Ger-
many, against UB5 and other banks irvolved in these contracts,
<laiming that the swap transacticns ane void and not binding an
the bass of KWL allegation that KWL did not have the capacity
ar the necessary internal authenzation o enter into the transac-
tions and that the banks knew this. Upon and as 3 consequence
of KWL withdrawing its appeal on jurisdictian in England, B
has also withdeawn 15 ovil daims against UBS and one of the
ather barks in the German courts and no vl laim will procead
agamst either of them in Germary. The praceedings brought by
KWL against the third bank are now proceeding before the Ger-
marn courts, In December 2011, the Leipzig court ruled that it s
far the London court and not the Leipzig court o determine the
walidity and effect af a Third Party Matice served by Lancdesbani
Baden-Wurttemberg omn L85 in the Leipzig proceedings.

The other twi banks that entered into C05 ranzactions with
KWL entered nto back-to-back CDS transactions with UBS. In
Apnd 2010, LES commenced separate proceedings in the English
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High ot against those bank swap counterpaties seeking dec-
larations as to the parties’ oblgations under thase transactions.
Thie mack-to-back CDS trangactans were terrminataed in April and
Jume 20710, The aggregate amount that UES contends is cutstand-
ing under those transactians is appraximately LUSD 183 mdlion
plus interest, The stay of the cowrt proceedings against ane of the
bark swap counterpartes has been terminated by UBS, and UBS
has added a money claim to the proceedings. The ather swap
counterparty has terminated the stay of the procesdings brought
aganst it by UBS Limited and has added a claim against KWL 1o
these proceedings, which will now proceed.

In Jarwary 2011, the farmer manageyg director af KWL and
twio finandial advisers were corwicted on criminad charges related
to cerfain KWL transactions, including swap fransactions with
UBS and ather banks.

In Mavarnber 2011, the SEC cormmencad an inguiry regasding
the KWL transactions and U85 is providing infermation to the SEC
redating o thase transactons.

12) Puerto Rico

The S5EC has been mwastigating UBSS secondary market trading
and associated discosures invalving shares of closed-end funds
managed by UBS Asset Managers of Puerta Rico, princpally in
2008 and 2009. In Movernber 2010, the SEC ssued a “Wells no-
tice™ 1a twe UBS subsidianes, advising them that the SEC staff is
considering whether to recommend that the SEC bring a civil ac-
tion against them refating to these matters. LBS i engaged in
setthement discussions with the SEC staff; however, there is no
assurance that a settlernent will ba reached. UBS and several un-
refated parties were also sued in Puerto Rico swperior cowrt in
Ocrobar 2011 in 2 purported civil derivative action seeking to
bring cdasms on behalf of the Employee Retirement System of
Puerte Rico related to, among other things, the issuance of the
bonds undenwritten by UES and the investrment of the procesds

of those bond issuances.
13) LIBOR

Several government agenoes, induding the SEC, the US Com-
madity Futures Trading Commission, the DOl and the FSA, are
conducting investigations regarding submissions with respect 1o
Britsh Bankers' Assodatkon LBOR rates, We undesstand that the
imvestigatians facus on whether there were improper attempts by
UBS {among others), either acting on our own or together with
athers, 1o manipulate LIBOR rates at certain times. In addition, the
Swiss Competition Commssion SWEKD) has commenced an in-
vestgation of numercus banks and financal intermedanes con-
cerning possble eollusion relating to UBOR and TIBOR reference
rates and certain dervatives transactions.

LB has been granted conditional leniency or conditional
immunity from authorites in certain jursdictions, including the
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Antitrust Divisian of the DOJ and WEKD, in connection with po-
tential antitrust or comgetition law vialations related 1o submes-
siers for Wen LBOR and Eurcyen TIBOR. WEKD has ake granted
UBS conditional smmunity in connection with potential competi-
tian law wialations related fo submissions for Swiss franc LIBOR
and certain ransactions related to Swess franc UBOR. The Cana-
dian Compettion Bureau has granted UBS eenditional immunity in
connection with potential competiton law violations related to
subrmissions for Yen UBCR. As a result of these conditional grants,
e willl nat De subject to prosecutions, fines or other sanctions for
antitrust or competiiion law viclatons in the jurisdictions where
we have conditicnal immunity o leniency in connection with the
matters we reported to those authorities, subject to owr continu-
ing coopsration. However, the condstional leniency and conditian-
4l Immunity grants wie have received do net bar government agen-
cies from asserting other claims against us. In adaition, a5 a result
of the conditional lenisncy agresment with the DIOJ, we are gigi-
[ole for a limit on liability to actuad rather than treble damages wera
damages to be awarded in any civil antitrust action under LIS law
based on conduct covered by the agreement and for resef from
patential point-and-several lability in cannectsan with such awvil an-
titrust action, subject to our satisfying the 0D and the court pre-
siding over the civil litigation of aur cooperation, The conditional
kevency and conditional smmunity grants da nat othensise affect
the ability af private parties 1o assert civil claims agairst us.

On 16 December 2011, the lapan Fnancial Sefvices Agency
{IF5A) commenced an adminsirative action against UBS Securities.
Japan Lid (LBS Seouities Japan) based on findings by the Japan
Securities and Exchange Surveillance Commission (SESC) that i) a
trader of LIBS Securities Japan engaged in inappropeiate conduct
relating to Euroyen TIBCR (Tokyo Interbank Offered Ratel and Yen
LIBOR, including approadhing UBS AG, Tokyo Branch, and other
banks to ask them 1o submit TIBOR rates taking into account
reguests fram the trader for the purpose of benefiting trading
positions; and (i) seriows problems in the internal controls of LBS
Securities Japan resulted in its fadure to detect this conduct. Basad
on the findengs, the IFSA ksued a Business Suspension Order re-
quirng UBS Securites Japan 1o suspend tradng in derivatees
transactions related fo Yen LIBOR and Ewsoven TIBOHE from 10
January 1o 16 January 2012 dexchuding transactions reguired to
perform existing contracts). The JFSA also issued a Businass Im-
provement Order that requires UES Securities lapan 1o {) develop:
4 plan 1o ensure compliance with its legal and regulatary cbliga-
tions and to establish a contral framework that is designed to
prewent recurrences of the conduct identified n the JFSAS admin-
istrative action, and {5 provide penodic written reporis to the
JFSA regarding the company’s implementation of the measures
required by the onder, On the same day the JF3A alsa commenced
arv admindstrative action against UBS AG, Tokye Branch, based an
a finding that an employee of the Tokyo branch " continuoushy
recaived approaches” from an employee of LS Sacurities Japan
regarding Euroyen TIBOH rate submissions, which was determined
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1o be an mapprognate practice that was net repored 1o the
branch’s management. Pursuarit ta this admenistrative action, the
JFSd issuad an order under the Japan Banking Act which imposes
requirements similar 1o these imposed under the Business Im-
prowament Order directed to LIRS Sacurities lapan.

A number of putative class actions and ather actions have
been filed in federal courts in the LS aganst UBS and Aumercas
other banks on behalf of certain parties wiho transacted n LIBOR-
basad derivatives. The complaints allege manspulafion, through
variows means, af the LS dollar UBOR rate and paces of LS dollar
LIBOR-based dermvatives in varous markets. Claims faor damages
are asserted under vanous legal theories, induding walations of
tha US Commadity Exchamge Act and antitrust [aws.

14} SinoTech Energy Limited

Since August 2011, multiple putative class action complaints have
been filed, and have since been consolidated, in the Linited States
District Court for the Southern District of Mew vark against
SnoTech Energy Limited (SnnTech), its officers and directoss, s
auditer at the teme of the offering, ard its underamiters, including
UBS, alleging, among other caims, that the regstraton state-
ment and prospectus in connection with SinoTech's 3 Novemnber
2070 UsD 168 milkon initial public offering of Amencan Deposi-
tary Shares contaned matenally mskeadng statements and

) Other contingemnt |abalites
Demands related to sales of mortgages and RMES

For several years prior to the crisis in the US residential morigage
loan market, we sponsored securitizations of LIS residential mart-
gage-backed securities (EMBS) and were a purchaser and seller of
LIS residental mortgages. A subsidiary of LES, LIBS RESL, acquired
pocls of residential mortgage loans from ariginators and (through
an affilate} depositad them into securitization trusts, In this man-
ner, from 2004 through 2007 UBS RES| sponsored apgroximately
USD 80 bilon in RMES, based on the origenal principal balances
af the securities issued. The overall market for prvately issued US
RMES during this period was approximately USD 3.9 trillion.

LIES RESI aleo sold poals of leans acquired from ariginatars 1o
third-party purchasers. These whole koan sales during the pesiod
2004 through 2007 tataled apprommately LS 19 billicn in onigi-
nal principal balance.

‘Wi'e were not a sgnificant originator of US residential loans.
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amissans, in solation of the US fedesal securities laws. LBS un-
dermrote 70% of the offering. Plaintffs seek unspecafied com-
pensatary damages, amang cther relef.

15) Swiss retrocessions

The Zurh High Court decded = January 2012, in a lest case,
that fees received by a bank for the distribution of finandal prod-
ucts isswed by third parties should be considered to be *refroces-
sions” unkess they are received by the bank for genuine distriou-
tion services. Fees considered 1o be retrocessions would have to
e disclosed to the affectad clients and, absent specific chent can-
sent, surrendered to them. If the holding in this case is not re-
versad an appeal and is followed in ather cases, UBS {Bke other
banks in Switzerlard) could be sulbject to relmburserment claims
oy certain dients for fees retained in the past.

16) Unauthorized trading incident

FINMA and the F&A have been conducting a point investigation
af the unautherized trading inadent that oourred in the In-
westment Bank and was announced in September 2011, In ad-
dition, FINMA and the FiA hawe anncunced that they have
commenced enforcement proceedings against UBS in relation
1o this matier

A subsidiary of UBS anginated approximately USD 1.5 billien in
U5 residential mortgage boans during the peried in which it was ac-
tive from 2006 to 2008, and securitized less than half of thess loans.

When we acted as an RMES sponsor or marigage seller, we
generally made cerain representations relating to the characheris-
tics of the underlying lsans. In the event of a material beeach of
these representations, we were in certain drcumstances contrac-
tually obligatad to repurchase the loans to whech they related or
o indemnify certain parties against losses, We have been notified
oy certain institutional purchasess and insurers of mortgage lcans
arvd EMBS, including a G3E, that passible breaches of representa-
tions may entitle the purchasers to requare that UBS repurchasze
the loans or to other relief, We have tolling agreements with
some of these institubonal purchasers and Insurers concemrng
their potential claims. The tabde below summarizes repurchase de-
mands recesved by UBS and UBS's repurchase actwity from 2006
through 9 Febeuary 200132,
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Lesan repurchase demanids by year received — orlginal prineipal balane of loans'
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Owr balance sheet as of 21 December 2011 reflected a provision
af USD 104 million {adjusted from LSO 93 million previoushy re-
portecy basad on our best estimate of the less ansing from cerain
loan repurchase demands recened ance 2006 10 which we have
agread or which remain unresobved, and for certain anticipatad
loan repurchase demands of which we have been infarmed, As-
suired Guaranty advised UBS in 2001 that itintendad to make loan
repurchase demands that were estimated to be at least LS 900
millien in ediginal prncpal balange, Of the USD 598 mallion (by
original principal balance) of purported koan repurchase demands
recetved in the fourth quarter of 2011 and throwgh 29 February
22, approdimately LISD 482 millisn of swch demands were rg-
ceived from Assured Guasanty. As described abave under “b} Liti-
gation and regulatory matters”, Assured Guaranty filed a lawsuit
against UBS RESl on 2 Februany 2012 relating to certain of these
repurchase demands, among others. It is not clear when ar 1o
what extent additional demands will be made by Assured Guar-
anty ar athers. LES alwa cannot reliably estemate when or to what
extent the provision willl b= utilized in connection with acteal loan
repurchases or payments for liguidated loans, bacause both the
subimisséan of koan repurchase demands and the timing of resalu-
tior of such demands are uncertas.

Payments made by UBS 1o date 1o resohe repurchase de-
mands have been for liguidated adjustable rate mortgages that
prowide the bormower with & choice of menthly payment options
{Dgtion ARM loans). These payments were eguivalent fo ap-
preximately 62 % of the onginal principal balance of the Cpton
ARM lzans. The corresponding percentages for other loan types
can be expected to wary, With respect 1o unliquidated Optian
ARM loans that LIBS has agreed to repurchase, UBS expects se-
verity rates will be similar 1o payments made for liquidated loans,
Actual lesses upon repurchase will reflect the estimated value of
the loans in question at the time of repurchasza as well as, in
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some cases, partial repayment by the bormowers or advances by
servicers prior to repurchase, It is not possible o predict futurs
indemnily rates of percantage Iosses upen repuschase for rea-
sons including timeng and market uncertainties as well as pos-
sible differences in the characterstics of koans that may be tha
subject of future demands compared with thase that have been
the subject of past demands.

In mestinstances in which we would be required 10 repuschase
loans or indemnify against bomes due to misrepresantations, we
wiould be able to assert demands against thind-party loan ongina-
tars wha provided representations when saling the related loans
10 LIBS, However, many of these third parties ane insolvent o no
longer exst. We estimate that, of the total enginal prinapal bal-
ance of loans sold or securitized by UES from 2004 through 2007,
less than 508 was purchased from surviving third-party crigina-
tors. In connection with appraximatel &0 % of the loans by orig-
inal principal balance) far which UBS has made payment or agreed
10 make payrment i resporge 1o demands received in 2010 and
2017, MBS has in twrn asserted indemnity or repurchase demands
agamnst ariginators. Only @ small number of gur demands have
been resalved, and we have not recegnized any asset on our bal-
ance shest in respact of the unresclved demands. UBS has also
advised certain surviving originatars of repurchase demands mads
against UBS far which LBS wiould be entitled o indemnity and
has zserted that such demands should be resolved directly by the
arigenator and the party making the demand,

Ve cannot reliably estimate the level of future repurchase de-
mands, and do not know whether owr rebuttals of such demands
will be @ good predictor of future rates of rebuttal, We also can-
not reliably estimate the fiméng of any such dernands.

As described above under b Litgation and regulatory rmat-
ters”, we ane also subject to daims and threatened claims in can-
nection with cur role as underwriter and issuer of RMES.
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MNote 22 Income taxes

CHF milien

Tan expanse /(benafit) from continuing operations
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For i yoar ended
EIRFa

EfRFRL EiR ]

Tatal income tax sxpense /[benefit] from continuing cperations =23 (381} 443
Tan expansa from discontinsed operations

Swviss a ! o
‘Tatal incoma tax experse fram discontinuad aparations a o o
Tatal income tax experse fbenefit] 523 (381} 43

The Swiss net deferred tax expense of CHF 1,062 million reflacts a
tax expensa of CHF 949 mallian for the amartization of deferred tax
assets, a5 tax bosses are used against profits ansing from business
aperations. In addition, it reflects a 1ax charge of CHF 245 million
relating to the revaluaticn of deferred tax assets (raflacting updat-
&d profit farecast assumptions including the expected geographi-
cal i) partly offset by a CHF 137 milllion tax effect relatng to the
unautharized trading incident.

The foraign net deferred tax banefit of CHF 248 millian re-
flects a LIS tax benefit of CHF 400 million, which mamnly relates
to a write-up of deferred tax assets for LIS tax kosses incurred in
previaus years, predominantly in the parent bank, UBS AG, This
wias partly offset by a tax expense of CHE 41 million redating te
the downward revaluation of deferred tax assets for Japan, fol-
lowing & change in statutory tax rates and loss offset rules, and

a tax expense of CHF 113 million for the amortization of de-
ferred tax assets, as tax losses are used against profits in variows
bocatians.

The reet current tax expense of THE 106 million (Swiss CHE 23
milion, foreign CHE 83 million} reflects tax axpenses of CHF 277
millian in relation to taxable profits of Group entities, partly offsst
oy current tax Derefits of CHE 171 millicn relating to poar perods,
A deferred tax expense of THF 17 milkan related 1o prics wears re-
cluices the net 1ax benefits related 1o price yeass ta CHF 155 million.

The Group made net corporate inoome tax payments, indwding
Swass and foreign taxes, of CHF 348 million, CHF 498 miian and
CHF 505 milkon im 2011, 2010, and 2009 respectrely, The compo-
nents of aperating profit before tax, and the differences betwean
income tax expense reflected in the finandal statements and the
amaounts calculated at the Swiss tax rate, are as follows:

For i yoar andad
CHE miion EYRFRL] EIRFR 1308
nar 1 o e g BT, e e oee e e eem e e e e e =L L 125
B B R Lo S S 4471
of witich; Eveign 507 1456 FEEEE]
Inoome e at st fa rat of 11.5% for 2011, 2010 and 2006 1,150 1,604 (551

ncrease | (dera ] esubing o

Income tax experse. [benefit) from continuing operations
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Financial information
Metes to the consolidated finandcial staterments

Mote 22 Income taxes (continued)

Certain defermed tax asset ansd Rability movements are recognized
directly in equity. inclugeng the effects of exchange rate changes
on 1ax asse1s and liabdities denorminated i currencies other than
Swiss francs. I particular, in 2011, a net deferred tax charge of
CHF 218 million was reflected directly in equity. This induded 2
tax charge reflected in other comprehensve incame of CHF 498
millies, which mainky related 1o an increase in a Swiss deferred 1ax
liability for cash flow hedges, partly offset by a tax benefit in the
share premium account of CHF 280 million, which mainky reflacts
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In the table below, the valuaticn alowande represents amounts.
that are not expected to provide future benefits dus to insuffi-
cient projectad futurs taxable income.

LB AG Switzerland and certamn overseas branches and sub-
sidiaries af the Group have deferred tax assets related to f@x loes
carry-forwards and other items as shown in the table below
For entities that incurred losses @ either the curment of preced-
ing year, CHF 564 million & recognized as deferred tax assets as
af 21 December 2011 {CHF 9,147 million a5 of 31 December

an increase in ecognized Swiss 1ax losses mcumed in previcus 20100
years that ane of an equity nature for IFES accounting purposes.
CHE milien 31.12.11 ERFAL

‘Valuation ‘Vahiation
Deferred tax assels GRS allwiance Recagnized Gigss Allwiance Rexcipa nd zesd
Compansation aed henefits 1,780 {1,564] 215 1593 {1,791} 1
Tan boss camy-fonwantk PR [19,122] 5,049 28, 186" {ra.zsay BS99
Tradng asets 860 1813 &7 1,164 isae 165
e 1,641 {1.947] 154 7002 {1.776¢ 16
Total deferred tax assets 31,471 (22,346 8,535 33,345 {23,823} 9,522
Deferred tax llabilites
Compermsation aad banefits o ]
Propemy and equipment L o
Fingead ieestimests ane issockitis B ]
Trang zesats L !
ool and isiangphle assess e "
e 3 31
Tatal deferred tax labilities T 57

11 200 8, i cEiTeded the avdacs

Tor oroes defidved e atots hor s Rogs camy-lerwands o of 3 Decamber 000 Tiom CHF 18,474 million o CHF 28,186 milion and valaaion aikenwa hos comespa ad-

P
iy b CHF 19546 i £o CHF 19,258 ridBei. Toral soednided defeimed T asams mon Ml afaced

The deferrad tax assets recognized as of 31 December 2011 in
respact of 1ax lossas have been based an profitability assumpticns
aver & five-year horizen, The expected futue profitability is based
on busiress plan assumptions, as adpsted 1o take info account
the recogniticn criteria of 145 12. i the business plan earnings
and assumptions in future penods substantially daviate from the

current assumgtions, the amount of deferrad tax assets may nead
ta be adpusted in the fuiure.

As of 31 December 2017, tax losses totaling CHF 52,07 3 mil-
lian which are not recognized as deferred 1ax assets, are availatie
to be otfset against future taxable income. The tax losses not rec-
ogmized as defermed tax assets expire & follows:

Nz iz

Tatal

51,073

—
100 2011w comensd the Tae e nof e pows a5 Sebined G awses o of 30 Decemier X010 Mo CHF 35,083 rilion soCHF 3E 61 milion

In general, Swiss tax losses can be carried farwasd for seven years,
S federal tax losses for 20 years and UK and Jersey 1ax losses for
an unlimited p=riod.

The Group provides for deferred income taxes on wndisinbuted
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earnings of subsickanies except 10 the extent that those earnings
are indefinitaly invested.

As of 31 December 2011, no such earnings were freated as
indefinitely invasied.

315/432

oOoOooodd



Mote 23 Derivative instruments and hedge accounting
Daerivatives: overview

A dervative i a finanaal instrument, the value of whach s derived
from the value of a variable {“undertying” ). Underlyings may be in-
dices, exchange or interest rates, or the value of shares, commidi-
ties, bonds, or other financial instruments. A defvative commonly
fegusras e initial investiment by aither counterparty 1o the trade.

The majority of derivative confracts are negotiated with re-
pect to notional amounts, tenos, price and settlerment mecha-
nismis, a5 is customary with other finandial instrements, The no-
fienal amownt of a derivative is generally the guantity of the
underdying instrument an which the dernative contract is basad
and is the reference against which changes in the value of the
derivative are measured, Motional values, in themselves, are gen-
erally not 2 direct indication of the values whidh are exchanged
betwean parties, and are therefore not a direct measure of risk or
finandial exposure, but are viewed as an indication of the scals of
the different types of derivatives enterad into by the Group.

Cwer-the-counter (OTC) confracts are usually traded under 2
starndardized Intematonal Swaps and Derivatwves Assoiation
1304 master trading agreement (MTA) between UES and s
counterparties. Terms are negotiated directly with counterparties
and the contracts will have industry-standard settlement mecha-
nisrs prescribed by 1IS0A. Other derivative contracts are standard -
ized in termes of their amounts and setlement dates, and are
bought and sokd on crganized exchanges, these are commanly
referred 1o as exchange-fraded derivatives (ETD) contracts. Ex-
changas offer the benefits of pricing transparency, standardized
daily setthement of changes in value. and consequently reduced
credit risk. During 2011, the industry centinued to promote the
use of Central Counterparties (CCF) to dear OTC trades. The
trend toward CCF dearing and setfliement will generally facilitate
the reduction af systemic credit exposuras.

Derivative instruments are measured at fair value and generally
classified as Fosittve replacement walues and Negative replace-
ment values on the face of the balance sheet. Desivative instru-
ments that frace on an exchange or thraugh a clearing houss are
generally dassified as Cash coflateral recerivable or payvable on de-
nuative instruments. They are not classified within replacernant
values because the change in fair value of thess instruments is
economically settlad each day through the cash payment of waria-
tion margin, Froducts that receive this treatment are futures can-
fracts, 100% daly margined exchange traded options, nterest
rate swaps transacted with the London Clearing House and cer-
tain credit derivative contracts.

Additionally, for presentation purpases, the Group is subject 1o
the IFRS netting provisions for other dervatie contracts, if all the
fallowing conditsans exist: contracts are wath the same legal coun-
terparty; the Group has legally enfarceable righis to sei off
amounts due; the contracts have common maturity dates; and
the parties intend ta settle net, which may be evidenced by cur-
rent practce, Changes in the replacement values of denvatives
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are recorded in et Trading incame, unless the derivatives are des-
wnated and effectve as hedgeng instruments in cestain types of
hedge accounting relationships as described in "Mote 1a) 15) De-
rivative instruments and hedge accounting”,

‘faluation principles and techniques applied in the messure-
ment of fair value derivative instruments are discussed in “Mote
26a) valuation principhes” . Positive replacernent values repre-
sent the estimated amount the Group would recene if the de-
rivative contract were settled m full an the balance sheet dats,
Negative replacement values indicate the value at which the
Group would extinguish its obligations in respect of the under-
Ivireg contract, were it required or entitled o do so on the bal-
ance sheet date.

Types of derivative instruments

The Greup uses the following derivative financial instruments for
lboth trading and hedging purposes. Through the use of the prod-
ucts listed below, the Group is engaged in extensive high valume
market-making ard dient facilitation tradeng referred 1o as the
flow business. Measurement techrsques applied 19 determane the
fair walue of sach product type are described in “Mote 26 Valua-
fian fechnigues by product”.
The main types of derivative mstrurments used by the Group are:
= Cptons and warrents options and Warrants are contracival
agresrments under which, typically, the seler (writer) grants the
purchaser the right, but not the obligation, either to buy {call
aption), or to sell {put option) at, or before, a set date, 2 spec-
ified quantity of a financial mstrument or commodty at a pre-
determined price. The purchaser pays a premium te the seller
for this right. Options inwohing more complex payment struc-
tures are also transacted. Options may be traded in the OTC
market, or an a regulated exchange, and may be traded in the
farm of & security {warrant).

— Swaps Swaps are transactions inowhich twa parties exchangs
cash flows on a specified notional amount for a predetermined
period,

= Forwvards @ngd futunes, Forwards and futures are contractual
abligations to buy or s2ll financial instroments or commadities
an a future date at a specfied price. Farward contracts are
tailor-made agreements that are transacted between counter-
parties in the OTC market, whereas futures are standardized
contracts ransacted on regulated excharges,

— Cromsecwrrenoy swaps Cross-curmrency swaps invokve the ex-
change of interest payments based on tweo different currency
principal balances and reference inferest rates and generally
also entail exchange of princpal amounts at the start or end
af the contract, Most cross=Currency swaps ane traded in the
OTC market.

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

— Interest rare contracts Interest rate products include interest
rate swaps, swaptions and caps and floors.,

251

316/432

Finandal i

oOoOooodd



Financial information
Metes to the consolidated finandcial staterments

EDINETOOOO

00000000000 0O(E05852)

MNote 23 Derivative instruments and hedge accounting (continued)

= Lot dervatives Credit defawlt swaps (CDSs) are the most
commeon form of a oredit derwvative, under whech the party
buying predection makes one of mere payments 1o the party
salling protection in exchange for an undertaking by the saller
to make a payment o the buyer follewing the occurrence of 2
contractually defined credit event with respect 1o a specified
third-party cradit entity. Settlerment fallowing a credit evant
may b= @ net cash amount, or cash in return for physical deliv-
eny of one or morz abligations of the credit entity, and is made
regasdless of whether the protection buyer has actuglly suf-
fered a loss. After a credit event and setdlement, the contract is
generally terminated. An elabaration of credit derivatives is
induded in & separate section balow.

- Total return swaps (TRAs): TRSs are employed in bath the In-
vestment Bank’s foed income and equity trading businesses
with underyings which ane generally equity or fized income
indices, loans or bonds. TR5s are structured with one party
making payments based on a sat rate, aither fixed or variable,
and the other party making payments based on the return of
an underying asset, which incdudes bath the profit o lass it
generates and any changes in its valus.

— Foreign exchange contracts: Foreign exchange contracts will
inchude spot, forward and cross-currency swaps and cotions
and warrants, Forward purchase amd sale currency contracts
are typecally executed ta meet client neads and for trading and
hedgew purposes.

— Equity/ingex contractss The Growp uses equaty derivatives
linked to single names, indices and baskets of single names
and ndices. The indices used may be based on a standard mar-
ket index, aor may be defined by UBS. The product types traded
inchude vanillz listed derivatives, both options and futures, total
return swaps, farwards and exotic OTC contracts,

- Commaodines contracts: The Group has an established com-
madity derivatives trading business, which ncudes the com-
maodity mdex, the structured business and the flaw business,
The index and structured business are dient facilitation busi-
nesses frading exchange traded funds, OTC swaps and ootions
on commedity indsoes, The underkying indices cover third party
and UBS defined indices such as the UBS Blaomberg Constant
Maturity Commeodity Index and the Dowe Jones UBS Commaod-
ity indices. Tha flow business is imvestor led and incorparates
both ETE and vanilla OTC products, for which the underlying
cowvers the agricultere, base metals and energy sectors. AN of
the flow trading is cash settled with ra physical delivery of the
underlying.

— Precaws metals: The Group has an established precious metaks
2bility in both flow and non-vanilla OTC products mcorporat-
ing Dath physical and none-phwsscal trading. The flow business
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15 inwestar bed and products incdude ETD, vanilka OTCs and cer-
tain ron-vanilla 3TCs. The vanilla OTCs are in farwards, swaps
and options. The non-vandla OTC business relates to cash-set-
tled farwards similar in nature to non-deliverable forwards,
meanyg there 5 no physical delivery of the underying.

Risks of derivative instruments

Derivative instruments are transacted in many trading portfalios,
which generally include several types of instruments, not just
derivatives. The market risk of derivatives is predeminantly man-
aged and controlled a= an integral part of the market risk of
these portfolios. The Group's approach to market risk is de-
scribed in the audited partions of the "Market risk™ section af
this report.

Derivative instruments are transacted with mary diffarent
counterparties, most of whom are also counterparties for ather
types of business, The credit risk of desivatives = managed and
contralled in the contest of the Group's overall credit exposure to
aach couriterparty. The Group’s approach ta credit risk is describad
in the sudited partions of the " Credit sk secticn of this report.
It should be ncted that, although the positive replacemant values
shawn an the balance sheet can be an important compansant af
thie Group's credit expeasure, the positive replacernent values far a
counterparty are rarely an adequate reflection of the Groups
credit exposure in its demvatives business with that counterparty.
This is, for example, because on ane hand, replacement vahues
can Increase ower fime (“potential fuiure exposure”), while on the
ather hand, expasure may be mitigated by entering mto master
netting agreements and bilateral collateral arrangements with
ather counterparties. Both the exposure measwres used by the
Group internally to contral credit nisk and the capital requirements
imposed by regulators reflect these additional factors.

The replacement values presented on UBS% balance sheet in-
clude metting in accordance with IFRS reguirements (refer to
"Mate 1a) 35} Metting ), which is more restrictive than netting
in accordance with Swiss Federal Banking law. Swiss Federal
Banking law netting & generally based on closs-out netting
arrangements that are enforceable in case of insalvency. The
postive and negative replacement values based on netting in
accardance with Swiss Federal Banking law {lactoring in cash
collateral) are presented on the bottom of the table on the
next page.

The rational amounts presented in the tables indicate a nomi-
nal value of transactions autstandeng al the reporting date but do
not necessarity indicate the ameounts of future cash flows invohed
or the current fair value of the mstruments and, therefore, do not
dicate the Group’s exposune to Credst or market nsks,
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MNote 23 Derivative instruments and hedge accounting (continued)

Derivative instruments'

EDINETOOOO
00000000000 0O(E05852)
oOoOooodd

AL 3921
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walues vl Other vahies - L h Y
Tatal  related Total  related  notiossl Total related Total related  potand
PRV to PRNEY MRVY o MEVs'  waluagi s FAV 1 FRYS AV o MEs!  vales'
"""" 10 16100 23 16374 ! )
3473  B6E1.T 226.1 6. 561.% 157707 1704 T_.mﬂ 1584.3 TAmY 1amn
257 1,173.2 48.0 1.18%32
124.0 0.0 1278
o
61 %5600 1764 95119
""" 666 12822 625 1,2080
0.6 2.4 0% .0
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&7.3 1,358.1 63,5 1.244.6
s s34 6105
______ 757 11774 #55 LG5S
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0.0 0.0
ar.2 21937 106.3 31230
e g I 1
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Tabde continues on the next page.
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MNote 23 Derivative instruments and hedge accounting (continued)

Tabda continued from previcus pags.

IRFR]] 3209
Mitianal Matianal Milional Misliasal
walues values Other vakies s L]
Total  related Total related notional 'I'um melated Total ralabad noenal
£HF tilon PRV to PRVST MRV o MRVE"  valuesit PRV 1o PAYE MRV o MR values'®
Commaodities comracts
Crrthe-couner (G7C) contracks
Forsand tontragls A 0.9 23 214 (11 28 185 33 217 an
Dphions 16 304 21 281 105 1.5 1%3 18 1en on
Erchange-taded cotracts
R s G
" Forwerd contracts® 0. 3.7 g2 asa o an
ﬂlphm ............... o i o ie o P eI an 0 o
" bgengy bzt 23 3 T A :
Tatal LR 101.3 0 L] 177 E4 155 EE Mo e
Ursatt bed purchases of ran-derivative Tinancial st 0.2 e 0.2 107 1] 0.2 365 4] 158 an
Usizirtthed sales of nan-dereative financial assets® o1 17.9 0.2 0.3 1 1] /8] 343 ol 130 an
‘Tatal derfvathve instruments, based an IFRS netting 4866 144116 4734 14,2224 1743932 4001 14,5143 3SIE 10,1525 13,9344
Eapiacament walus netting, hased o8 capital adeneady e [ER3.3) [ELER] (300,51 L3050
Cach collateral retting, based o capital adegeacy rules [45.6) (28.00 |36.5] (339
Total derivative instruments, based an capitsl
.-dupq- uuw' 57.7 62.1 4.1 £2.3
1 B i in the zame balarce sheet bve as the bot contradt and 2w sciuded fromithe Sable; these Serimtises srmount to s PR of CHF 1.1 bilon |08 CHF 2.7 bllkoel e

fiz notiona lvalees of CHF 148 Hhil'.mﬂ CHF 2.8 bllionaed ar MFY of G 0.2 bilbon (2010 CHF 1.3 billion) efted rotioaal walues of £4F 5.3 Bdion (2010 CHF 10.4 BlioalL = PRW: Postiee replacement

vehse 3 For 31 Devemiber 2001 huoednﬂﬂunl’nph:mwhﬁ on the balance sheet, notonal wives of g detvatives a1z peesented i scoorance with e gios postive ieplacenent velue aad gross
mequtive mepl cement walve of the netied d by For 31 !Dllrhuzdnﬂﬂmdqﬂmmmﬂ:bdmim&:mdhemdnhsdnﬂmi&mmhmd
I aocoarhance wikS the relabed net positive walu of et pegative replacement velee of the pemed demabees. o M2V replaosment wive, = BIE B

eplseneT
ogeired on-our belanoe sheet undes De faom tenks, Loaas apd Cash oolasberal rece i bles 0a deswative imstrumests totebng CHE 2.2 Phv [t o] Hhﬂ Prgshies ek Eaee dermatmes mie renog-
mzed onour belance sheet uader Due to baaks. Duve to-orsomers and Cash colitesl peyables o dematme | pstruments bobaling CHF 2.7 bilbon {2010: CHF 27 bllionlL = In 2001, we conedbed notional wives. for
Inierest rete ared Squibydindes comtiacs i additkon, we iedesiied cenain PRV MV and relatsd rotioral amousts from Equity f indes conbascs to Commodibes contrads. 7 Hegeiive replacement sxiues as of
31 December M1 inchude THF 0.2 billion relatd 1o deiinatiee boan commitrents (31 Deoemibeer 2010 0.3 Bl Bael, The mindmum inesocatie amourl e itsd b these commitments was O#F 6.0 Billios o of 31 Deosm-
B 01 (51 Dwoembe X100 CHF 1.0 blbaek, which is. ot rellaied in the wponted aotiona| emounts. 2 Notonal velees of exchangs-tradi] speacy biamiadion: as ol disckned due to thei sq rificantly d¥erent

dsk profie, 5 b M0, these saaid contiscls were sol reported s PRV and WPV bat o the bals ios sheet Baes Loare and Due 1o customens, seipediedy, Sotional eilies. were ieponed is Cthe: adminal sal
E!\. 1!(M‘nﬂ-hU‘!‘[Iilﬂtflﬂﬂl!dlfﬂﬂmﬁmmumml%mﬂmﬁazmﬂﬁmm“ 11 Inchades he impent ol natling agreenents

ding cinsh collitena b i with Swis Fedesdl Barking lam.

{n a notanal value basis, credit pratection bought and sold held
35 of 31 December 2011 matures in 2 range of approximately
18% (2010: 10%:) within one year, approximately 63% (2010
T0%%) within 1 to 5 years and approcimately 13% {2010: 20%,;)
after 5 years, Tha maturity profile of OTC interest rate contracts
held &5 of 31 Decemnbzer 2011, based on notional values, is as fal-
Iows: appraximately 429 (2010: 45%) mature within cne year,
35% (2070: 33%: within 1 1o 5 years and 23% (2010: 22%:) aver
5 years. Motional values of interest rate contracts cleared with
The Landan Clearing House are presented under “other notional
values® and are categosized into maturity buckets on the basis of
contractual maturities of the cleared underlying derivative con-
tracts.

Derivatives transacted for trading purposes
Mest of the Group's derwative fransactions relate 1o sales and

trading activities. Sakes activities include the structuring and mar-
keting of derivative products to customers ta enable them ta take,
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transfer, modify, or reduce, current or axpected risks, Trading ac-
tivities incdlude market making, positioning and arbitrage activi-
ties. harket makeng involves quating bid and offer prces to ather
market participants with the intention of generating revenues
based on spread and volume, Posifioning means managing mae-
ket risk posstions with the expectation of peofiting from favoratse
mavermients in pricas, rates or indices. Arbitrage activites invalve
wenmtifying and profitng fram prce differentals between the
same product in different markets or tha same economic factor in
different products.

Detaled example! Cradit demvatives
UBS is an active dealer in the fixed income market, indhuding CLGs
and related products, with respact 10 a large number of issuers
senuities, The primary purpose of thesa activities is for the benefit
of LIBS%S clients through market making activities and for the an-
going hedging of trading bock exposures.

Market making activity consists of buying and salling single-
name {055, index CDSs, loan CD5s and related referenced cash
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MNote 23 Derivative instruments and hedge accounting (continued)

instrements 1o facilitate dient trading activity. LBS alsa activaly
utilzes COSs to econamically hedge specific counterparty credit
fisks in its acerual lean portfalio ang off balance sheet loan part-
falia {induding loan commitments} with the aim of redudng con-
centrations in individual names, sactars ar specific partfolios.

In addition, L85 actively utilizes CD5s 1o economically hedge
specific caunterparty credit fisks i its OTC derwative portfolios
induding finanda instruments which are designated at fair value
through profit or less. In 2000, market innovation and client de-
manid for exposure 1o related products resulted in an expansion of
structured activities and contmuation of the Bank's 05 flow trad-
ing. These activites included market making on behalf of dients
in index, multi-name index, swap index option and first-to-default
05 products, 2001 saw a continuation of this client driven busi-
ness. Where applicable, these products form part of stneciured
arrangaments and salutsans, with chents seeking exposure tospe-
cific risks.

The value of protection bought and sobd is not, i isolaticn, a
measure of LUBSS credit risk, Counterparty relationships are
viewad i tarms af the total cutstanding credit sk, which ralates
to athes mstrurments in addition 1o C0S55, and & connection with
collateral arrangements in place.

Az of 31 Decemiber 2011, the total national value of protection
bioisght was CHF 1,293 billien (CHF 63 billion Positive ralace-
et vaiues, THF 3 billsan Megative repiacernent values) and the
total nobanal value of protection seld was CHF 1,322 Billion {CHF
4 bilion Positve replacerment values, CHF 61 bilion Negative re-
placement valles)

UB3% credit dervatives are wsually traded as OTC contracis,
Sence 2009, in line with the broader derivatives indusiry, a nurmber
of initiatrees have been launched in both the S and Europe o
establish CCP solutions for OTC CDS contracts with the aim of
reducing counterparty risk, LIS, alang with other dealer mem-
bers, has participated in these mitiatives and continued 1o do so
throughaut 2071,

A significant portion of UBS's cedit derivatives are fraded under
an 15DA MTA batween LIBS and its counterparty. LBSS CDS trades
e also decumented using industry standasd forms of documenta-
tior publshed by BOA o equivalent terms docemanted in a be-
spake (.2, tailored) agreement. Those forms and agreements use
standardized terms that form the basis for market consentions re-
latad to the types of credit events that would trigger performance
{.e. payment default, bankneptoy, etc. - see balow) under a CDS,
Those agreements and forms do nol Contasn recourse provsicns
that would enable UBS to recover from third parties any amounts
paid cut by LIES {.e, this is the case where a credit event aooss
and UBS s required to make payment under a C05),

Thee types of credit events that would require LIBS 1o perform
under a CO5 eontract are subgect to agreement between the par-
ties at the time of the transaction. However, nearly all transacticns
are fraded using credit events that are applicable wnder cerain

market conventians based on the tvpe of reference entity to
which the trarsactaon relates. Applicable credit evants by market
conwentions indude “bankruptoy”, “fadure to pay”, “restructur-
ing"”, "obligation acceleration” and “repudiationsmoratarium .

Contingent collateral and termination features of

derivative liabilities

Certain derivative payables contain contingent collateral or termi-
naton features tnggerad upon 2 downgrade of the published cred-
it ratrig of the Group ir the namal couse of buseness, Based an
UBSY eredit ratings as of 31 December 2011, additional collateral
ar termination payments purseant to bdateral agreements with cer-
tain counterparties of approdimately CHF 0.7 billion and CHF 2.1
killion would have been required in the event of a one-natch and
twi-natch redwction, respectively, i UBSS kang-term oredit ratings.
I evaluating UBS's quidity requirements, LBS considers additicnal
collateral or termination payments that would be required in the
avent of a reduction in LIBS' long-term credit ratings.

Derivatives transacted for hedging purposes

Derivatives used for structural hedging

The Group enters into dermative transactions far the purposes.
af hedging assets, liabilitizs, forecast fransactions, cash flows
and credit exposures, The accounting treatment of hedge
transactions vanes according 1o the nature of the instrument
hedged and whether the hedage gualifies as such for account-
NG PUrpases,

DGerivative transactions that qualife and are designated as
hedges for accounting purpeses are deseribed under the corre-
spandeng headngs in this note fair valee hedges, cash flower
hedges and hedges of net investments in foreign aperations). The
Group’s accounting paolices for derivatives designated and ac-
courted for as hedging mstruments are explained in “Mote 1a)
15) Derivatve instrements and hedge accounting”, under which
terms used in the following sections ane explained.

The Group has also entered into various hedging strategees uti-
lizing derivatives for which hedge accounting has not been ap-
plied. These include interest rate swaps and ather interest rate
cerivatives (e.g. futures) for day-to-day economic interest rate risk
managem=nt purposes. In addition, the Growp has usad equity
futuwes, options and, 10 & lesser axtent, swaps for econamical
Fedging in 2 variety of equity tradirg strategies 1o offset undesly-
g equity and equity volatlity expasure. The Group has also en-
tered into C0%s that provide economic hedges for credit risk ex-
jposures (refer to the credit derivatives section). Fair value changes
of derivates that are part of economic relationshaps, but do not
qualify for hedge accownting treatment, ane reported in Net rad-
ing incovre, excapt for forward peints on certain FX swaps usad
to manage shori-tenm nterest rate risk on foreign osrency lcans
and deposits.

255
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MNote 23 Derivative instruments and hedge accounting (continued)

Fair value hedges of interest rate risk

Thie Groups fair value hedges prinopally consist of imerast rate
swans that are used Lo protect against changes im the fair vabue of
fixed-rate nstrumeants {e.g. long-term fised-rate debt issuest due
ta mevernants in market interest rates. The fair values of out-

Falr value hedges of interest rate risk

standing interest rate swaps designated as fair value hedgaes wese
assets of CHF 2,422 milkan and kabilities of CHF 16 malior as of
21 December 2011 and assets of CHF 1,171 milkan and liabilities
of CHF 45 million as of 31 December 201 0.

Fir thee year ended
CHE mAlen 31421 ELR S 31208
Sansillsses) o hesging nstuments s o amn
Gains{kossesh on hedged ems atirbetable i ihe bedged risk 11,173} (383} 132
Mt gainsiilosses) represanting Ineffective partions of fair value hedges Ell 19 11

Fair value hedges of portfalic of mterest rate risk

Thie Group alse applies fair value hedge accounting ta martgage
loan portfolo interast rate rsk. The dhange in fair value of the
hedged itemns is recorded separately from the hedged item and is

Fair valua hodges of portfolio of interest rate risk!

included i Sther assets an the balance sheet, The fair valee of
autstanding interest rate swaps designated for these hedges as
aof 31 December 2011 was a liability aof CHF 1,389 million (31
December 2010; liabdity of CHF 972 milkon).

For the year ended
CHE miton EIRFRLI EIRFR 31308
S OB MEIUINIE oo 1211 SOOI B o] Ly
Gansfksses) on hedged Rams attribesahle o the tedgad sk 452 [0} 1
Net gains(losses ing ffactha of fair value hadges [ [EEl] (37

1 Hedge effertissaes ks calnuiaies on 3 cumilaties bk

Fair value hedges of foreign ourmency rsk

The Group hedges fareign exchange exposuras arising from cer-
tain faresgn currency denarminated non-maneatary financial invest-
mients available-for-sale using the spot compenent of foreign ax-
change fonward confracts, s of 31 December 2011 the aggreqate
netsonal armount of hedgeng instruments designated as fair value
hedges of foreign currency nisk was CHF 244 million (CHF 383
millicn as of 31 December 2010} The fair values of these hedging
instrsmants wera CHF 22 million assets as of 21 Decembar 2011
and CHF 20 milkan assets a5 of 31 Decemnber 2010, The gains and
losses on the hedging smstruments and the hedged itens, as well
a3 the ineffectveness of these hedges, were all nat matenal mn the
periods prasented in the financial statements.

Cash flow hedges of forecasted ransactions
The Graup is expesad to variability in future interest cash flows an
ron-trading finanoal assets, and Babilities that beas interest at
wanable rates ar are expected to be refunded or reinvested in the
future. The amaunts and timing of future cash flows, reprasanting
both prinopel and interest flows, are projected for each porifalio:
of financal assets and liabilities, based on contractual terms
and other relevant factors induding estimates of prepayments and
defaults, The aggragate principal balances and interest cash flows
acrass all portfolios over time form the basis for identifying the
rion-trading irtesest rate risk of the Groug, which is hedged with
witerest rate syaps, the maximum matwity of whech i 16 years.
The scheduls of forecasted principal balances an which the
axpected interest cash flows anse as of 31 Decamber 2011 &
shinam bl o,

Forecasted cash flows

CHE ildon < | year -3 pean 3-5 pears 510 years. over 10 years
Cwhifows Mo mo B moo &
Cash outflrs Ta a1 45 5

Mt cash flows 156 408 54 174 18
356
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MNote 23 Derivative instruments and hedge accounting (continued)

To the extent the designated cash flaw hedging relatianship
meets the qualifying ariteria, the effectve partion of the far value
changes of the designated desvative hadaing instrumsnts & rec-
agnized in Equity. These gains and losses are transferred from Eg-
uity to current period earnings in the same pericd in which the
hedged cash flows affect net profit ar koss, The ineffective portion
af the fair value changes of the derivative hadging instruments s
recognized immediately in the noome statement. & CHF 38 mil-
liom loss, & CHF 22 million boss and a CHF 183 million loss were
recagnized in 2011, 2000 and 2009, respectwely, in Met trading
income due te hedge meffectiveness,

A5 of 31 December 2017, the fair values of outstanding deriva-
tivas designated as cash flow hedges of forecasted transactions
were CHF 7,450 milkan assets and CHF 3,583 million liabikties
and as of 31 Decernber 2010 the amounts were CHF 5,397 mil-
linr asse1s and THE 2,292 million liabilites.

At the end of 2011 and 2010, gains of CHF 7 million and CHF
18 million asscciated with de-designated interest rate swaps were
deferred in Equity. They will be removed from Equity when the
prevvicushy hedged forecasted cash flows have an impact on ret
profit ar loss, or when the forecasted cash flows are no kanger
expectad to ooour Amounts reclassifisd fram Equity to Mat inter-
st income of de-designated swaps were CHF 11 millian net gain
in 2011, CHF 28 millicn miet gain in 2010 and CHF 40 million et
gain in 2009,

Hedges of net investments in foreign operations

With effect fram the fourth quarter 2001, the Group starfed o
apply hedge accounting for certain net investments i fareign op-
erations. As of 31 December 2011, the pesitve replacement value
and negative replacement value of FX swaps designated as hedg-

ing instruments in et investment Riedge accounting arrange-
merits were CHF 10 millicn and CHF 40 mallion, respectivaly, The
carmesponding notional amownt was CHF 9.6 ballion in total. The
affective poricn of gans and losses of thess FX swaps is frans-
ferred diractly to Equity to offset forzign cusrency translation (FCT)
gains and lasses an the net imvestments in forekan branches and
subsdianies. As such, thesa PX swaps hedge the structural FX ex-
jposure resulting in the accumulation of FCT on the level of indi-
vidual foreign branches and subsdiaries and hence on the total
FCT ather comprenensive income (3CN of the Group.

Alsa with effect from the fourth quarter 2011, LBS began o
designate certain non-derivative foreign cumency finandal assets
and liabilities of forsign branches or subsidiaries as hedging in-
struments in net irvestment hedge accounting amangements,
The Fx translation difference recorded in Eguity (FCT GC L of the
ron-derivative hedging mstrument of one foreign entity offsets
the structural FX exposure of another foreign entity. Therefare,
the aggregated FCT OCI of the Group is unchanged from this
Fedge designatian. As of 31 December 2017, the nominal
ameunt of non-derivatve financial assets and liakdities desgnat-
ed as hedging instruments in such ret investrment hedges was
CHF 169 bilion and CHF 16.5% bilion, respectivaly. No matenal
ineffectivenass of hedges of net investments in forsign operations
Wik recognized in the incame statermant in 2017,

Fefer also ta Mote 1B} Interests in consolidated investment funds.

Contractual maturities of derivatives designated as hedging
nstruments in hedge accounting relationships

The cantractual maturities of derivatwes designated as hedging
mstruments in hedge accounting relatronships are considered "es-
santial” for the understanding of the timing of their cazh flows.

Drerivatives designated in hedge accounting relationships (undiscounted cash flows)

[ue within [ue betweon [ien betwren Oue between Dier after
CHF bilien On de=gad Tmosth  1and3mentle  3and 17 menthe 1 and 5 peany 5 yean Tl
Interest Fate swaps’
Ceeh Islflore o a 3 LUl 4 9
Certh Dutflom [¢] a z B 4 15
F swaps Tanvands
Cerh Isflras 1o jLe]
Ceeh Dutloms 0 0
Met cash flows 0 o o 1 3 0 4q
+ Thee Lalie el s cash inflomn and comsh cutf ks of 0 it rate sminpy desigriter in bk scrcunting satiorrhipy, mich ee eithes sty or Rabithes of LGS o0 31 Decernber 3011,
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Off-balance-sheel information

Mote 24 Pledgeable off-balance-sheet securities

The Group abtains securities which are not roorded on the balancs sheatwith the nght to sl or repledge them as shawn in the table belaw,

EHF milion ELRFRY 201210

Fazir vzl ve of zmcenities recefeed which can be sold or repledged

MNote 25 Operating lease commitments

Asaf 31 December 2011, UBS was obgated under a number of  ment clauses or purchase cplions, ar impose any restrictions an
non-cancellable aperating leases for premises and equeprment  UBS%S ability to pay dwidends, engage in cabt financing trans-
used primarily for operational purposes. The significant premises  actions or enter inta further lease agreements.

leases usually inclede renswal options and escalation dauses in The minirmuem commitments for non-cancellable leases of
line with general office rental mamket conditions, as well a5 rent  premises and equipment and the Groups operating lease
adjustments basad on poce indices. None of cur lease agrae-  expenses are as fallews:

ments contain voleme-based or leveraged contingent rent pay-

31211

818

105

627

532

445

017 e thwansaltes - 1,501

Suibtotal el fr minisum g 15, unnder operatisg ke 5718

Lemsis: Sowhibmgrion pennlal commmitsen i usdir min-casiellahbe e 453

et comenitments far minimum payments uider aperating leases 5,266

R miten 3Az1 EIRFSH 3.2

Grass aperatieg lease expenss E¥7 1057 1,141

Subleass restal intome & o7 57

Met aperating heass sxpsese 754 £ 1,134
358
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Additional information

Mote 26 Fair value of financial instruments
aj Maluation prindples

Fair valug is the amount for which an asset could be exchanged, or
aliability settled, betwesn knowledgeable, wiling parties in an arm's
length transaction. Financial instruments dassified as held for trad-
ing or designated as at fair vahue through profit or kess, and financial
aszats classified as available for sale are recagnized in the fmancial
statements at fair vabue. Al derivatives are measured at fair value.

Fair values are detarmined from quoted prices in active markets
far iderical financial assets or finandal kabilities where these are
available. Fair value of a financial aset or finandal labdty inoan ac-
tive market is the current bid or offer price times the number of units
of the mstnement hald. Where a trading partfolio contains both fi-
nancial asmets and financial liabilities with offsatting markat risks, fair
vakue is generally estmated by valuing the gress long and short gosi-
tians at aurent mid manket prices, with an adustmant at porticlic
lewal to the net open bong ar short position to amend the valuation
ta bed or offer as appropriate,

Whare the market for a financial instrement is not active, fair value
i3 established wsing a waluation technigue or pricing maodel. Valuation
technigues and medals involve a degree of estimation, the axtent of
which depends on the instrument’s complexity and the avallability of
markei-based data. Valkeation adjustmants may be made to allow for
additional factars incheding maded risks, liquidity msk a5 reflected in
the bidrfoffer spread and eredit sk, Based on the established far
value and model gowernance poboes and related confrols and proce-
dures applied, management believes that these valuation adjust-
ments are necessary and appropriate 1o fairly reflact the vales of fi-
nancial instruments camed at fair wvalue on the balance sheet.

When entering into a transacbon whese madel inputs are not
market observable, the finandial instrument i initizlly recognized at
the transactian price, which is generally the best indicator of fair
wahuz, This may differ from the value obtaned from the valuation
maded, Refer to “Note 26d) Deferred day-1 profit or loss® for mare
infarmatian. The teming of the recognition e prafit and kes of this
initiad differenca in fair valug depends on the indeidual facts and
circurmstances of each transaction but i never later than wihen the
market data become obsenable.

Pricing mzdels and valuation technigues

The most freguently applied valuation technigues and pridng
maodeks include discounted cash flow models, relative value
madel and option pricng models, Discounted cash flow models
determine the value by estimating the expecied future cash
flows from assets or lizbilities discounted to their present value.
Relative value models determing the value based on the market
prices of similar assets or Rabilities. Optan pricing modets in-

EDINETOOOO
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clude such probability-based technigues as binomial and Mante
Carle pricing,

LIBS wses widely recognized valuation techniques for determining
fair values of kess complex financial instruments sudh a5 mterast rate
and asrency swaps. For more comples instruments, values may b
astimated wsing & combination of cbserved transaction prices, inds-
pendent pricing sanices and refevant quates. Corsideration is given
1o the nature of the guates (e.g., Indcative e firm and the relation-
ship aof recently ewdenced market activity to the peces provided
from independent pricing services. UBS also wses internally dewval-
oped models, which are usually based on valuation methads and
techriques generally recognized as standard within the industny.

Such valuation models are used primanly to value defvatives
transacted in the over-the-counter (OTC) market, urksted equity
and debt securities (including those with embedded derivatives),
and ather fair valued gebt mstruments for which markets were il-
Bejuid. Market-cbservable assurmotions and sputs are used where
available, and dermed from similar assets n similar and actve mar-
kats, froem recanl transaction prices for camparable iters ar frem
other observable market data. Little, if amy weight is placed an
transaction prces when calodafing the fair value if thers is no active
market and the transactions ane not ordedy e, distessed or
farced). For posticns whene abservable reference data are net avail-
able for some or all parameters, UBS detarmines the non-markst-
obsanable mputs to be usad in ifs valuation models based on 3
comibinatkan of Festoncal experience and knawbedge of cumant mar
ket conditons. Assumptions and Inpats used nvabuation techniques.
and models indude berichrmark interest rate curves, dredit spreack
and other premiems wsed in estmating discount rates, bond and
aquety prices, equity index prices, foreign exchange ratas and levek
of market volatéty and correlation.

The output of a model 5 always an estmate or appredmation of
4 vahee that cannat be estimated with cartainty, A5 a result, valuatians
are adjusted, where appropniate, to reflect dose-cut costs, cradit ex-
pasure, madel-driven-waluation adjustments and frading restrictions
‘when such factors would be considened by market participants.

Inderast fafe cufres

UBS wsas various interest rate curves for vakuing its finandal instru-
ments, Financial kabilities desgnatad at fair value are measured us-
g LIBSS funds trarsfer price aerve. Finandal asets desanated at
fair vabue are valued in line with the curve sed fer the partiadar
product. Uncollateralized aedit expoume & evaluated under our
credit risk control framework. Far the vakuation of uncollateralized
derivative instruments, LIBS generally emplays a LIBOR flat curve,
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Mote 26 Fair value of financial instruments (continued)

Valuation curve changes

During 2011, we smcorporated the use of differentated valuation
curves in the wundarlying rek management systems which valug
the substantial portion of our collaterslized derivatives. These
curves ane linkad to the tarms of our Credit Support Annex (C54)
far the majonity of our collateralized discounting exposure. This
change in estimate resulted in a pre-tax loss of CHF 134 millian
recorded in Met frading income.

Counteparty credit A5k in the valuation of OTC derfvative
instriments, denvatives embedded in funded asseds

desigrated at fair value and deratives embedded in traded
debt instruments

In arder to estimate fair value, credit vakluation adjustments (CVA)
are necessary to reflect the oredit risk of the counterparty inherent
in OTC derivatives ransactions, dervatives embedded in funded
assets designated at fair value and derivatives embedded in trad-
ed debt instruments. This amount represents the estimated mar-
ket valus of protection required 1o hedge counterparty cradit risk
from counterparties i UBSS OTC derivatves portioko, dervathes
embedded in funded assets designated at fasr value and traded

O and DA For derivative financial instruments

debt instruments. CVa depends on expected fulre expasures,
cefaull prababilities and recovery rates. The CWA takes inta can-
sideration collateral or netting arrangements, break clauses and
ather contractual factars,

LIES's omia credt nsk in the valvations of denvatie fingncial
labilities (Negative replacament values)
The Group estimates debit valeation adpstments {0WA) to inooe-
porate own credit in the valuation of dervatives, predominately, to
align it with the CvA methodokagy as described above, The DWA,
represents the thearetical cost 1o counterparties of hedging their
UBS cradit risk exposure or the credit risk reserve that a countes-
jparty could reasonably be expected to hold against their credit risk
axpasure 1o UBS, if they applied the same methodology used to
caboulate LESS Cvis, The Dva takes nto account negatve expect-
ed exposure profiles for the dervatives portfalio, callateral, netting
agreements, expected future mark-to-market movements and
UBS's credit default spreads fo determing the UBES counterparty
auposyre from the perspective of halders of LIBS debt.

Az of 31 December 2011 and 2010, the VA and DWA for de-
rrvatree financal instrurments replacement values) ware as follows:

EHF blion

ELRFRL 01210

1 Aymounts do pot inchide reseaves epalnat defaubed countepaties. 2 Amounts do nat i ndude commUERoRS

LSS awen crecht risk in the valuabans of fnanoal labilites
designated at fair value
Changes in LUBSS own credit are reflected in the valuation of
these financial liabilities designated at fair value, for which LIBSS
awen credlit risk would be considered by market participants. Cham
credit effects are not reflacted in the valuations of fully collateral-
ized transactions and other instruments for which it is established
market practice nof o inglude tham.

Crn credit changes are calculated based on a funds transfer
prica (FTF} curve, which pravides a sngle level of discounting for

360

uncclateralized funded instruments within UBS. The FTP cure &
uzad by UBS fo value uncolateralized and partially collateralized
funding tranzactions designated at fair value, and for rebavant ten-
ors i set by referance 1o the level at which newly issused UBRS ma-
diurn-term rotes (MTHE) are priced. The FTF curve spread & consid-
ered to be represantative of the credit risk which reflacts the
premeum that market participants require to purchasa UBS MTNs.

As of 31 Decernber 2011 and 2010, respectively, the cwn cred-
it results far Ainancial lebiites designated at fak value (predomi-
nantly issued structured products) wese as follows:
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Mote 26 Fair value of financial instruments (continued)

Cnyn credit on financial lRabilities designated at fair value
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#5 of o7 for the pear endad
CHE miton EIRFRLI EIRFR 11308
fesal gain [l for the penod anded 1,537 (5481 12003

‘ear-fo-date amaunts represant the change during the year and
life-to-date amaounts reflect the cumulative change since inital
recognition. The change in cwn credit for the percd can be ana-
hyzed in twa camponents: (13 changes in fair value that are attrib-
utable to the change in UBSs credit spreads during the pericd and
{2} the effact of volume changas, which is the change in fair val-
ues attributable to factors other than oredit spreads, such as re-
demptions, effects from time dacay, changes ininterest rates and
changes in the value of referenced instruments issued by third
parties. The disclosed own credit amownts are alse impacted by
fareign currency movemants,

A1 basis poind ncrease in the UES credit spread over LIBORA s
expected 1o result in an own credit gain of approximately CHF
18.5 millizn.

Reflaction of market Nguality nsk in fair valve estimgtes

Fair vakue estimates incos porate the effects of market kquidity risk
in the relevant markets. Market liqusdity nsk i& the rek that a bass
is. incurred in neutrakzing the exposures within a position or port-
falia by either liquidating the position or establishing an offsetting
maket risk position. A bquidity adyustment is therefore made 1o
prowide against the expected cost of covening open market risk
positions within a portfolio or position. Liguedity adjustments are
bid faffer adjusiments faken where & net open risk position is re-
tained and the model on which it is valued is calibrated 1o mid
miarket. Vakuations based on models mcorporate liqusdity or risk
premiurms either implicitly (z.g., by calibrating to market prices
that incorporate such preméums} or explicitly.

feflection of madel uroertainly o fair value estimates
Uncertainties asseciated with the use of model-based valuations
are predominantly addressed through the use of moded resarves,
Thiese reservas reflect tha amounts that UES astimates are appro-
priate to deduct from the valuations produced directly by the
madels 1o reflect uncestainties in the relevant medeling assump-
tiors, inputs used, calibration of the output, or choice of medel.
In arriving at thess estmates, UBS considers a range of markst
practice and how it believes ather market participants would
as5ess these uncertainties. Model reserves are pesiodically reas-
sessed i light of information from market transactions, prcing
utilities and othes relevant sources.

Waluation processes

UB3% fair valwe and model governance siructune includes
numerous controls and precedural safeguards that are interdead
to maximize the guality of fair value measurements reported in
the financial statements. Mew products must be reviewed and
approved by all stakehaldars relevant to sk and financal con-
trol. Respensibdlity for the engeing measurement of financial
instrurnents at faw value resices with the business, but is inde-
pendently validated by risk and finandal contral functicns. In
carmying out their valuation responsbilities, the businesses ara
reguired to consider the avalability and quality of external mar-
ket information and to provide justification and raticnale far
their fair value estimates. Independent price verification of fi-
rancizl instruments measured at fair value is undertaken by tha
product contrel function, which is independent from the risk-
taking businesses, The objective of the independent price verfi-
cation process is to independently corroborate the businessts
astimates of fair walue against available market information. By
benchmarking the businesss fair value estimates with observ-
able market prices or other independent sources, the degree of
valuaton uncertainty embedded in these measuraments can ke
assessed and managed as required in the governance frame-
work. # critical aspect of the independent price verification pro-
cess is the evaluation of the appropriateness of modeling ap-
proaches and inpat assumptians which yeld fair value estimates
derived from valuation models. The cutput of medeling ap-
proaches is alsa compared to observed prices and market lavels
for the specific instrument being priced if possible and appropri-
ate, This calibration analysis i performed to assess the ability af
the medel and its inputs dwhich are freguently based upon a
combinatan af price levals of observable kedge instrurmernts and
difficult 1o observe parameters) to price @ specific product in its
awn specific market. An independent madel review group re-
wiews UBSS valuation models on a regular basis or if specfic
triggers coour and appeoves thermn for valuing speofic products,
A5 a result af the valuation controls emplowed, valuation adjust-
ments may be made to the business’ estimate of fair value to
either align with independent market information or financial
accounting standards.
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Mote 26 Fair value of financial instruments (continued)
b} Fair walue hierarchy

All finansal instruments at fair vabue are categanzed into ane of
three fair value hierarchy levels at year-end, based upan the kow-
est leved input that is significant to the product’s fair value mea-
surement in s entwety:
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— Level 1 - quated prices (unadjusted) in active marke1s for iden-
tical assets and liakalities;

— Level 2 — valuation technigues for which all sgnificant nputs
are market olbservable, either directly or indsectly; and

— Level 2 —valuation techregques which mclude significant mputs
that are not based on observable market data.

Determination of falr vakues from guoted market prices or valuation techniques’

ELARFAL 310200
CHE hillon Level 1 Level 2 Lewal 3 Taital Lewel | [ Leved 3 Tatdl
_fha-ﬂdmhddfuhal-f w84 557 T8 162 8 1161 30 g 2R
_ of wilich: pleced a5 colatenal iz 6.2 [2h Eot a3 222 *F &ld
_msll:hrremmm'dms 34 4681 129 4556 kR =51 124 a1y
ol wiich;
_ ATeEsT fate SOOIEET a4 2849 o I 2 w9 _ 205 _ 3 ki
_ ekt ARG TIVE CONITRAC ag S84 a4 673 na agr T S5E
| Foraln axtfuangs cotiracty ad g4 20 §7.2 63 a2 Le nis
 EquIy i conmacs 5 142 22 181 23 ms 24 22
 Commoadities ponms an 2 oo £F 2 - (14 i3
Fnancial acsets designated o fairvlue a7 6.9 7 03 % 13 05 85
Fnancial nvesimen s available-for-sale 248 17.7 n& 5E1 529 A na T4.8
Total assets 138.4 S41.5 5.0 are) 1734 4564 1.5 3.3
Traddng portfobo abiltes 304 a4 0.5 W5 429 1A 0.3 550
Megathe: replacemen valees 35 459.1 105 4734 5 iea 104 3938
. ofuheh
 inferast rabe QOB a4 27T o3 1765 ra w7 Igad
_ cmtmmmu age 563 A E3d a4 2 FLT
- Foredgn achange confracts a4 103.6 i3 106.3 a3 g 1230
gyt ponpacts z7 165 oy ant 2z 15 2
 Commodnies ot ag (4] or 70 a0 01 (]
Anencial Nbiltes designaned 3 far vabse L...0a 763 121 o LT E A ua 1008
DOither liablithes — amaunts doe under unitlisked
immstmant contracts a4 15,4 a.0 16.4 aa 181 | 181
Tatal liabilities a4 5508 23,5 &18.2 a5 4 456 & 4.7 D&
—

1 Bl mcated embedded

chastyaties, which ane prosemsed on thee S ba bice sheet lines 25 098l hoet conmaits, are echuded from thiszable. s of 31 Deoember 7011, nex bilercabed emibodded desties s helid

a fair valee, boxaling CHF 1.0 billion (of miich OHF DB bill ion weve ne el 3 asooes and CHF OUT bilkon et level 2 assefl, werr roogaime on our Babnce sheet within Dt ixeodl A5 of 31 December 2010, met
Eifercabed emberded dedvatiae asaes bedd af 12 v, saling CF 1.4 bilbondof shich CHF 1.7 Biion were net kevel 3 2sonts and CHF 02 billion net iesel T Rasiities), were sacognized on our halnoe sheet within

Dotk kned. 2 Financal asseis hedd for tming da not indide procious metaks a0d commodises.

Transters batwean leval 1 and leweal 2 of the fair value hierarchy
Trading assets of approwmately CHF 0.3 billion, of which CHF
0.2 billion are debt mstruments, and trading liabilites of appaox-
mately CHF 0.4 billian, of whech CHF 0.3 bdlion ane debt mistru-
menits, were transferred from level 2 to level 1, respectively. due
to increased trading activities and wolumes.

Trading assets and liabilites with amounts of approzimately
CHF 1.4 hillion and approximately CHF 0.7 bilkon were rans-
ferred fram leval 1 1o level 2, respectivaly. Trading assets and frad-
ing liabilities transferred were primarily comprised of debt nstru-

362

mants of CHF 1.2 bilion and CHF 0.5 bdlion, respactively. Thess
positicns were transferred from bewel 1 fo level 2 because aciual
trading activty na longer met the average market actwity as de-
fined in LBS% waluation gowernance princgples s determireng
whether an instrument is traded in an active market.

Mowerments of level 3 instruments

The tabde Delow includes a roll-forward of the balance sheet
ameunts of the significant classes of financal instrumenits classi-
fied within level 3.
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Mote 26 Fair value of financial instruments (continued)

Movaments of lavel ¥ instrumants
Derwaties instremants
Finanoal assets Fostin Hegata Fimancal liakl ifies
EHF bilden held for Seadicg. replacement valzes a. walues  designated at far valen
Balance at 31 December 2009 122 238 174 10.3
Tatal gains flosses included in the intome statement” 0z 12 i3 0.3
GBI e - CEihue s ea s L e senmnnanenns gl
Cehes 0.4 1 Qi ar
0o 7.0} (5.4 (1.4)
AR L . e semss sammnnnes e
[ER] L] (a1} an
a0
aa
Trarsfers into or out of kel 3 0.4) 27 1.1y a7
e ey e N B e ennrsemnenrness R L s
Transters out of kel 3 125 [4.3] (2.5¢ {113
Foraige currency trasslation 1100 13.01 1.5 a1
Balance &t 31 Decemiber 2010 0E 124 10.4 14.0
Balance st 31 Decesber 2010 108 124 10.4 14.0
Total paiesloses included in the incame statement” LLEE ] 19 0.7 (0.5)
il tsl L E— - 03
O 0.z 0 ok a1
12.2] {1.1} 0.4
25 0 an
1a.m 0 oo
40 13 52
10 4.4 k]
Trarasfers inbo or out of level 3 [LEE ] 06 0.1 (2.0
Iu'ﬂh!-mlm!l] 12 L '!.3 18
Tramslers out of levid 3 1.4 .11 1.2} LR
Foreige currency trarslation a1 1 ol 0o
Balance st 31 December 2011 718 139 10.8 12.0

1 Pty et el kot inchaded i the incame Saterne el o iriaments miich v clrslied o8 keesd 3 inatrune pts 41 bot the beginring and Tre el of the period o well as gaim and e o Lhe satee period T
instrurne pls which mere Barmbared o bee| Jduiing the pedod
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Mote 26 Fair value of financial instruments (continued)

Material changes in level 3 instrumients

&5 of 31 December 2011, financial instruments measured with

valuation technigues usang significant non-markst observable in-

puts (level 3 mainly inclueded the fallowing:

- structured rates and credit positons, including bespoke collat-
eralized debt abligatans ({CDO) and collateralized kan obliga-
tiens (CLOY

- reference-linked nates (RLN);

- financial instruments Bnked to the US and Europsan residential
and U3 and non-L5 commeroal real estate markets;

- oorporate bonds and corporate eredit default swaps (CDSE
and

- lending-related products

Financial assets held for trading

Financial assets held for trading transferred into and out of leval 3
amounted to CHF 1.0 bilion and CHF 1.4 bidlion, respectively.
Transfers into level 3 were comprised primarily af CHF 0.4 billion
of corporate bonds, CHF 0.2 billion of fingncial instruments lnked
1o the Asian real estate market, CHE 0.1 Billien of finandal instru-
ments refated 1o the European real estate market, THF 0.1 billion
of finandal instrumeants linked to student loans, and CHE 0.1 bi-
licr af LIS RLN where no independent price verification was pos-
sible given reduced obsercatslity of mamket inputs, Transfers out
of lewel 3 were comprised primarily of CHF 0.4 billion of financial
instruments linked to the Asian real estate market, CHF 0.3 billion
of carporate bonds, CHF 0.2 billion of soversign bonds, CHE Q.2
billlon of asset backed securities, and CHF 0.1 of lending-related
products & independent price sources became available by which
1o verify faer vabues.

Level 3 financial assets hedd for trading purchased during the
year amounted to CHF 2.5 billion, These purchases mainly includ-
ed CHF 1.0 bllion of lending-related products, CHF 0.9 bilkan of
corporate bands and CHE 0.2 billion of financial instruments
linked to the US commercal real estate market.

Sales of level 3 financial assets hedd for trading amounted ta
CHF 4.7 Billion, which included CHF 1.6 billion af lendeng-ralated
presducts, CHF 0UF billien of finandal instrements linked to the LS
comimarcial real estate market, CHE 0.7 bdlion of carperats bonds,
CHF 0.5 billion of financial instruments linked to the Asian real
estate market, CHF 0,2 billion CLO, and CHE 0.2 ballion of equsties.

Derivative mstrumeanis

Denvative instruments transferred mto level 3 include postive re-
placament values of CHF 1.7 bdlicn and negative replacemsant
values of CHF 1.3 bilion, Transfers cut of level 3 instruments in-
duded positive replacernent values of CHE 1.1 bBillion and regative
replacernent values of CHF 1.2 ballign.

Transfers into bevel 3 positive replacement values were com-
prsed premardy of CHF L8 bilkon corparate CD5 positions as
credit curves and recovery rates cauld no longer be independently
vierified, CHF 0.4 billicn of struciused credst Despoke COO posi

and
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tions due ta a reduction = the correlation betwaen the ponfalic
hedd and the representatwe market portfolio used to indepen-
dently verify market data and CHF 0.2 killion of soversign €05
positions as oredit ourves could no longer be independently veri-
fied. Transfers inta lavel 3 negative replacement valuas wers cam-
prised primarily of CHF Q.7 billicn structured credit bespoke COG
positicns due e a reductan in the carmalaticen between the part-
foliz held and the representative market portfolic used to inde-
pendently verify market data, CHF 0.2 billion of corparate C04
positions as credit curves and recovery rates could no longer be
independently verified and CHF 0. bllion of sovereign C0S posi-
tions as credit curves could ro longer be independantly verified.

Transfers out of level 3 positive replacement valuwes were com-
prised primarily of CHF 0.2 bilion of corporate CDS positions
where credit curves and recovery rates could be ndependently
werified, CHF 0.2 billion of US residential CDS postions as the rali-
akility of independent underlying market data increased, CHF 0.2
billion of equity options where volatility could be ndependerthy
werified, CHF .2 billion of LS commercial real estate C0S posi-
tions as the reliability of mdepandent underlying market data in-
creased and CHF QU allien of structured <redit bespake CDO
positions due ta an increase in the carrelation between the port-
faliz hald and the representatve market partfolic used to inde-
pendently varfy market data, Transfers out of level 3 negative
replacement values were comprised pramandy of CHF 0.4 bllion of
aquily aptians where valatility could be independantly verified,
CHF 0.2 bdlion of US residential COS positions as the reliability of
independent underlying market data increased, CHF 0.2 billian of
structiured credht Bespoke CDO positions dwe 1o @0 increase in the
cormrelation between the porifolic held and the representative
market portfolio used to independently verify market data, CHF
0.1 bilkan of LIS commaercdial real estate CLS positions as the reli-
akility of indepandent underlying market data increased, and CHF
0.1 billion of structured rates postions where valatility could be
indepandently verified.

lssuances of level 3 positive replacement values were CHF 3.3
billicn, which inceded CHF 1.4 bdlion of structured credit be-
spake CDO positans, THF Q.7 billion of corporate 05 positions
arwd CHF 0.6 billian of structured rates positions. lsuances af
lewel 3 negative replacement values were CHF 1.7 billion, which
included CHF 0.8 killion of structured credit bespoke COO posi-
tions, CHF 0.6 killion of corporate CDS positions, and CHF G2
billion of structured rates positons.

settlerments of level 3 postive replacement values were CHF
4.4 Eallion, which induded CHF 1.9 bilkon of structured credit po-
sitians, CHF 0.6 bdlion of stneciured rates positions, CHF 0.5 bil-
lion of CLO CRS positions, CHF .5 billien of LS commercial real
estate C05 postions, and CHF 04 kallion of corporate C0S posi-
tions. Settlements of level 3 negative replacement values were
CHF 2.2 billion, which incduded CHF 0.9 billion of structured cred-
it bespoke CO positions, CHF 0.4 billion of structured rate
trades, CHF 0.2 billion of aquity optans, CHF 0.2 Blionof conpo-
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Mote 26 Fair value of financial instruments (continued)

rate CD5 positions and CHF Q.1 bilon of European real estate
O3 pesitions.

Finanoa! assets designated at far value
lssisances of structured finance level 3 financal assets designated
at fair walue were approsimately THF 2.2 Blion,

Financia liabilities designated at fair value

Transfers of financial liabilites desgnated at fair value into level 3
of CHF 1.8 billion conssted primarily of CHF 0.7 billion credit-
linked rotes whese the underlyng credit curve could no longer be
indeperdently venfied, CHF 0.5 billan of equity-linked notes and
CHF 0.5 bdlicn of interest rate-linked notes as the valatility of the
embedded aption could not be independent by verifiad,

Trarsfers of financial lizbilites designated at fair walue out
of level 3 were CHF 2.5 billicn, whidh indluded CHF 1.5 billian of
interest rate-linked notes, CHF 1.5 billion of equity-linked notes
whera the volatility of the embadded option could be indepen-
dently verified and CHF 0.5 billion of credit-linked notes as the
underyving credit cunse could ba indepandently veried.

Ezuances af lavel 3 financal liabilites designated at fair value
were CHF 5.2 billion, consisting primarily of CHF 3.6 billion of
credit- linked motes and CHF 1.0 billion of equety-linked nates,

Setthements of kevel 3 financial liabikties designated at fair wal-
ue were appraximately THE 4.8 billion, which consisted of CHF
2.1 billior af credit-linkad notes, CTHF 1.4 bilbon of egquity-linkad
notes and CHF 1.3 billion of interest rate-linked notas.

Seraitity information
Included in the fair value estimates of finandal instrumenis car-

ried at fair value on the balance sheet are those estimated in

Sensitivity of level I finandal assets and liabilities

full @r in part using valuation technigues based on assumplions
that are mot supported by marketl cbservable prices, rates, ar
ather inputs. In addition, there may b2 uncertainty about a walu-
ation which resulis from the choice of valuation technique ar
madel used, the assumptions embadded in those modeks,
the extent to which inputs ase nat market observable, or a5 a
conseguence of ather elements affecting the valuaban tech-
nigue or model.

To shaw the effect when changing the uncbservable inputs
10 & reasonably possible alternative assumpteon, LBS perfarmed
a sansitivity analysis of its financial instremenis classified as lavel 3,
which are valued using model-based techniques, and for which
significant medel inputs are unobservable in the markets in
which the underlying products are transacted. The fair values as
of 31 December 2011 of cash instruments were adyusted by 3%
10 20% and of derivative instrurments by 1% to 40% as dasmed
adequate for the applicable preduct in the professional judg-
meant of management,

Cash instruments refemed 10 in the table relate to long and
shart swventory, if applicable, of the respective product tyoe, For
purposes af the prasentation, derivative instruments wll inclugs
positive and negative replacement valuas, as well as issued notes
with embedded aquity or interast rate derivative features, which
are presented on the UBS balance sheet as finandal assets or
liabilites designated at fair value. For all instruments, favorable
changes are increases in asset values and decreasas in liability
values, as @ consequence of applying the relevant sensitivity pes-
centage. Linfavorable changes are decreases in asset values, and
incrieases in lakality values, & a consequence of applying the rel-
evant sensitwity percentage for the respective financal instru-
ments.

a5 of anzn 210270
Faworabilbs Unfavora e Fawmuable Lsémniable
changes changes changes changes

o (0.1} o 1)

08 (0.8} 06 05

..................... 03 (0.3 o7 o

.................... P b G B

Tatal derivative instruments 1.1 (1.1} 16 8
365
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Financial information
Metes to the consolidated finandcial staterments

Mote 26 Fair value of financial instruments (continued)
) Valuation technigques by product

Thils section indudas a geserption of main produet categories and
refated valuation technigues employed by the bank.

Govermnment and corparate bands, bills and loans

Gawerrumerl bonds and bl are generally activaly traded with
quoted prices in liquid markets. Should market prices not be avail-
able, the securifies arz valued against yeeld curves implied from
samular issuances.

Corporate bonds are priced at market levels, which are based
an recent trades or broker and dealer guotes. In cases where no
directly comparable price is awailzble, the bonds are tested against
vields derived from other securities by the same issuer ar bench-
miarked against similar securities adjusting for seniority, maturity
and liguidity. For dliqusd secunites, credit modeling may be used,
which considers the features of the security and discounts cash-
flowes using cbsarvable or impled credit spreads and prevading
interest rates.

Lovans haeld at fair value are priced at market levels reflecting re-
cent transactions or quoted dealer prices. For ilbquid loans where
no market prica is available, alternative valuation technsques are
wsed which may include relative value benchmarking using pricing
derivad from debt instruments in cormparable entities or different
products in the same entity,

The esrporate lending partfolio s valuad using ether directly
obsened market prices typically from consensus providers or us-
ing a credit-defauli-swap pricing maodel, which requires credit
spreads, recovery and intenest rate mputs.

Equity securities, hedge fund and investment fund units,
conwertible bonds, and dervatives

The majority of equity securities are traded an public stock
exchanges where guoted prices ane readily and regularly avail-
anla.

Hedge funds are measured at fair value based on thair pub-
lished nat assat vakues (NAY). The bank will cansider the avail-
anility of MAY from the funds or restrictions impesed upon
the redemption of these furds when determining the final fair
value.

Convertible bonds are mostly vaklued using observable pricing
sources, which are generally available given frequency of rading
inthe mamet.

Investment fund units are predominantly exchangs traded,
with quoted prices in liquid markets. Shouwld market prices not
be available these instruments may be walued based on their
MY,

LB3 has positians in bath eschange-traded derivatees (ETRY
and OTC derivatwes. ETD generally have cbsarvable prices and
the bank comsiders market prices for its fair value assessment.
OTC derivatives are measured using eithar industry standard mad-
el or internally develooed proprietary madels,
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Aesidential Mortgage-Backed Securities (RMES), Commercial
Mortgage-Backed Securities {CMBS), Asset-Badked Securities
(AES) and Collateralized Debt Obligations (COC)

Walues of RMBS, CMES, ABS and C0O are estimated by traded
prices and independently verified market data whan available. In
the absence of direct market data, values will be derived from
traded and quoted prices on one ar more securities with similar
characteristics of indices thraugh benchmarking or riangula-
tien.

Securities with plain vanilla features but limited obsenable
market data are valued through industry standard valuation maod-
a5, while those with complex structures are valued through pro-
prietary models and fundamental analyss. Key inputs to such
madels include managemant's guantitatve and qualitative assess-
ment of curnant and future economic conditions, the sacurities'
projectad performance wnder such conditians, as wall as Bquidity
in the market, among ather factars,

Credit derivatwves related to RMIBS, CMBS, ABS and CDO

Credit deriatives are in the form of oredit default swaps, total
returm swaps and balance guaranteed swaps referendng an in-
chie, single-name secunties of a basket of single-narme seciities,
Single name contracts are primarily priced using reliable market
data ar are derived from traded and guoted prices on similar ex-
posures to determine their value, Maore illiquid and baspoke cred-
it derrvativies are vabued through proprietany models and inputs to
such models ane derwed via market data and calibration to similar
transactions, reference indices and securities.

Credit derivatives

Simgla-name and -index credit default swaps, and any derivatan
of combmation which can be dlassified as complex structurad
credit products, are valued by using market awallsble credit
spraads and recovery rates from either consensus. pricing senices
or other market participants, These data are used in mdustry stan-
dlargd models in order 1o derive fair value.

Complex structured credit preducts ane valued using proprie-
tary models, which are calibrated to data derived from market
data cbtainad, Inputs to these models incede single-name credit
speeads, recovery rates, implied cormelations, credit volatdities,
cash-syntbe s basis spreads and quanto basis spreads.

Aates swaps and forwards

OTC swap products include interest rate swaps, Dasis swaps,
cross currency swaps, inflation swaps and inferest rate for-
wards, often referred to as forward rate agreements (FRAL All
these preducts are walued by estimating future interest cash
flows {poth fixed and future index lavels) and then discounting
these flows using an interest rate that reflects the appropriate
funding rate for that poetion of the partfalio. Interest rates and
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Mote 26 Fair value of financial instruments (continued)

future index levels used in the above calculations are generated
from cbserang current market interest rates associated with
typical OTC interest rate derwvatives (swap rates, basis swap
spreads, futures prices, FRA rates) and conwerting these into
rates specific to the portfolic wsing market standard vield curve
rradels,

Rates options

Interest rate caps and floors, swaphons, and other maore complax
nor=linear interest-rate products are valued usng market stan-
dard epticn modeks. These madels use inputs that indude (but are
not limited 1) interest rate yield curves, inflation curves, mterest
rates wolatilities, P rate volatibties and inflation wolatilities, core-
lations (between different interest rates or between rates and FX
or inflatian). The madels are calibrated so that they are able 1o
recover markel observed pricas for standand optian instrements
trading within the market and the calibrated model is then wsed
to rewalue the portfaolic.

) Deferred day-1 profit or loss

The table reflects the activty in deferred prafit of lass attrbutable
to financial instruments for which fair value & estimated usng valu-
atian models and not all significant inputs are market obeenvable,
Such fimancial instrumests are initally recognized at their trans-
actson pice, even i the values obtamed from the relevant valuaticn
madel on day 1 differ. Day 1 reserves are released and gains or

Dwforred day-1 profit or loss
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X spot and forward
Open spat and settled FX positions are vabued using the observad
market F¥ spot rate. Forward FX positions are wabued using the
speat rate adpssted far forward pricing peints absened from stan-
dardd market sources.

P oplions
OTC options on FX rates are valued using market standard option
models, These modeks indude inputs that indude (but ame not
lirnited to) FX spat rates, FX farward points, FX valatilities, interest
rate yield curves and correlatsons between FX rates and interest
rates. The modeks are calibrated 5o that they are able to recover
market obsansed prices for standard option instrements trading
within the market and the calibrated model is then used to reval-
we the portfolic.
= Refer to the "Risk, treasury and capital management” section
Tor more inTormation on certain financial instruments with
significant valuation uncertainty (CWA monolines, US and mon-US
fi linked notes, option to acquire equity of the SMEL
StabFund)

basges are recanded in Trading profit of loss as aither the waderlying
parameters baoome olbservable or the transaction 5 dosed out or
[y an approgpriate amartization methodology. The table shows the
aggregate difference wet 1o be recognized in profit or loss at the
beginning and end of the percd and a recondliation of changes in
the balance (movement of deferred day-1 profit or loss).

For 5he year endad
CHE mation 3.12.11 i.13.10
Bl e Il o O e e s i
...................................................................... =
(254} o]
Fm'lig1cl'lrnr|l1rmslmclm ........................................................................ S o
Balance at the end of the year 433 555

On 31 December 2011, deferred day-1 profit or loss of appaox-
mately CHF 0.1 bilkon (31 December 2010 approxmately CHF
0.2 billion} pertains largely 1o structured rates pasitions and of

approomately CHF 0.3 Billien (21 Decarmber 2010: appraximataly
CHF 0.3 kllion) to OTC equety options. Both instrurments are pre-
safled as replacemant walues on LBSS balance sheeat.
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Mote 26 Fair value of financial instruments (continued)

e} Financial instraments accounted for at amortized cost

EDINETOOOO

00000000000 0O(E05852)

Thie follewing tanle reflects the estmated far values far LESS instruments accounted for a1 amortized cost. Refer 1o “Note 28 Mea-
surement categories of finandal assats and finandal liabikties” for an ovendew of financal assets dassified as “loans and recaivables”

and financial liakilitizs accounted for at amostized cost,

Financial instruments accounted for at amortized cost

IR Az
CHF talion Carrying vakse Fair value Larrping walue Fair walue
AssEty
Due fram basks 132 132 irA | 171
Loarms 1666 1682 2613 2634
LCeh oollatesl o securities bomowed 5E8 588 615 625
Reverie sepuschée agreements 1135 1133 1458 1428
LCoch oollateisl o ables on deieatiee imSusents 413 413 £ ] 51
Agtued incose, other miet 102 10.2 M6 26
Liaksilities
Due 1o bankd 0z .z 15 415
Due 1o cedtimen T4 M4 3323 325
Corth oollate il o securities lenl B B &7 a7
Reparchiris sqresment 1024 1024 T8 AT
Coh oollateidl payabled on derivalive ndlruments 6T.1 671 By 559
Dbt jssued 1416 1406 131.6 1314
Agtued eapenses, ather lishilities 472 47.2 5.2 93
Guaranieesfloan commitrmests’
Gueran leey o a1 ol a1
Loan comesil mests [EXe] 0.7 =11} 04

1 Fanm 2001 orweands, only relieds ioen commibments and quasarlees mol reoogried on e halence sheel. unbesa o prowibion B sequined Paeviculy, derivath oo commitments and ki commitments socountad lor

s frarcil lishoiies dessoruaend o Lo velue weie o5 induded The poay peiiod b been adjucted,

Loans include Wealth Management assets, manly mortgage loans, where fair values exceeded related canrying values by CHF 3.4 billion,
and Investrient Bank assets where fair values wre Delow related carmpng values by CHF 1.5 kallion,

Tre fair walues incleded in the table above were caloulated for
disclesire purposes ondy. The vabuation technigues and assump-
tions described below provide & measurement of fair vaklue of
LBES%s financial instruments accounted for at amortized cost,
Hiwvever, because other institutions may use different methods
and assumptions for thes fair value estimation, such fair value
disclosures cannot necessanily be compared from ane financial in-
stitution to another. UBS applies significant judgments and as-
sumptions 1o armive at these fair values, which arz mare halistic
and bess sophisticated than LIESS established fair value and model
gowernance paolices and processes appbed to financal mstru-
ments accounted for at fair value, whose fair values impact UBSs
balance shest and net profit. The following principles were ap-
plied when detarmening fair value estimatas for financial mstru-
rents accounted for at amortized cost:

- For finansal mstruments with rermaining maturities greater
than three months, the fair value was determined from guoted
markat prices, if avadable,

= ‘Where quoted market prices were not avallable, the fair values

368

wire estimated by discounting contraciual cash flows wsing
currant market mterest rates or appropriate yeld curvas far in-
struments with semilar credit risk and maturity. These estimates
generally include adpustrents for counterparty credit or LRSS
AT Creiit,

— For shert-terrm financial instrurnants with remairing maturities.
af thres manths or less, the carryirg amownt, whech s net of
credit loss allowances, is generally considered a reasonable es-
timate of fair value. The following financial instruments ac-
counted far at amortized cost have remaining matities of
three months o less: 85% of amounts due frem banks; 100%
of cash collateral on securities borrowed: 94% of reverse re-
purchase agreements; 100% of cash collateral receivables an
derivatives; 45% of loans; 93% of amounts dus to banks;
100% of cash collateral an securites lent; 98% of nepuschase
agreements; 100% of cash callateral payable on derwatives;
8% of amount due to customers; and 47 % of debt issued.

— The fair value of variable interest-bearing financal instru-
ments accounted for at amortized cost s assumed to be
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Mote 26 Fair value of financial instruments (continued)

appraximated by their camying ameounts, which are net of
credit loss allewanses, and does not reflect fair value changes
in the credit quality of counterpartes or UBSSs awn credit
Movements.

- The fair valuse estimates for repurchase and reverse repurchase
agreements with vanable and fised miterest rates, for all ma-
turities, include the valuatan of the interest rate cempanent of

EDINETOOOO
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these instruments, Credit and debst valuation adjustments
have not been induded in the valuaton due 1o the short-term
natura of thase instruments.

— The estimated fair values of off-balance sheet finandal instru-
ments are based on market prices for samilar facilities and guar-
antegs. Where this information is not avallable, fair value &
estimated using discownted cash flaw analysis.

Mote 27 Pledged assets and transferred financial assets which do not gualify for derecognition

Financial assets are mainky pledged in securities borrowing
and lending transactions, in repurchase and reverse repurchase
transactions, under collateralized credit lines with cenral
banks, against kaans frarm mortgage instituions, in connectan

Assets pladged

with derivative transactions, as security deposits for stock ex-
changes and clearinghause memberships, or transferred for se-
curty purposes in connection with the issuance of covered
bonds.

ATy A
CHE mAlon ELAFAL ELR e ]
Finasiial acaens held for tradisg portfoiio assats pledged to therd partes | EE4e3 T T4
dw&.'wmmwﬁmmafwam | FRA36 6352
Finasiial isvestmests g lable-forsale pledged 1o thind paities o Ie0a 38,106
Mo lass ) e
Cherloassand poewables 58 MLI3%
o wiich: pleckped 1o thivd pavfar winh niphit o rabynoshecation 43 558
Tatal financial assets phdged 118796 155,703

Thi folbawing tabde presents details of financial assets which havie been sald oF otherwse transferred, but whech do not gualify for
derecognition, Criteria for derecognition are discussed in “Nate 1a) 51 Recagnition and derecagnition of finandal instruments”.

Trarufer of finantal assets which do not qualify for derecognition

Contimeed asmt recogrition in fell - Told amets

Iz 21210

Oehee finazcidl st fransiers

Tatal

The transactions are mostly conducted under standand agres-
ments employed by financial market participants and are under-
taken with counterpartes subject 1o UBSS nommal credit risk con-
trol processes. The resulteng credit risk exposures are controlked by
daily monitoring and collateralization of the postions. The finan-
cial assets which continue to be recognized are typically trans-
ferred in exchange far cash ar ather finandal assets, The assod-
ated liabilites can thesefore be assumed to be appraximately the
same as the carryng amount of the transferred financial assets
except for certain positions pledged with central banks.

LIES retains substantially all risks and rewards of the sransfemed

assets in each situation of contnued recognition. These may in-
clude credit rsk, settlement risk, country risk and market risk.

Fepurchase agreements and securites lending agreemeants ane
discussed in Motes 1a) 13) and 1a) 14). Other financial asset trans-
fers include finandal assets pladged in finandal transactions as
described above, ather than those pledged in securities lending
arrangements and repurchase agreements. It alsa indudes sales
of financial assets while concurrently entering info & total retem
swap with the same counterparty.

Transferred financial assets which are subject to partial con-
tinuang invahement were not material in 2011 and 2090,

369
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Financial information
Metes to the consolidated finandcial staterments

Mote 28 Measurement categories of financial assets and financial liabilities
a) Measurement categories of financial assets and financial liabilithes

Thie fallewing table provides infarmation about the carrying  low, which causes certain balances to differ from those prasented
amounts of individual dasses of finandal mstruments within the  on the balance sheat.

measurament categones of financial azsets and financial liabilties =+ Rafr to “Note 26 Fair value of financial instruments* for more
a5 defined in 145 39, Only those assets and liabilities which are Iinformation on haw fair value of finandal instruments is
deermed ta be finandal instrurments are inchuded in the table be- determined

3M.12.11 31.12.10

Firarcial aszets at amartized casts

Auilable-far-zale

Finascial isvesimesss auslable-for-sale 23174 74, TeS
Total financial assets 1,368,331 1,366, 185
Financial liabilities

B o R e
Trading partichc kabiiSes 39,480 54975
bt imupd? 134 1,38
...... b el e e S
Tatal 512074 450,04%
Falrvale through profitordoss ather e
Financial labilities designated at fsir walue g Gl 100, 756
Amgurits du undes enit-linkad contacs 16,481 FERFES
Tatal 105462 106E21

Fimarscial liabilities at amortized cost

Cehes iakilities

Tatal TER0E B85535
Tatal financial liabilities 1,387,258 1, 263918

1 ¥ ol 1 Deommbeat X071, OWF 113 bilkor of Laars, CHF 1 bilion of e bom haaks, CNF | Blion of Besesie g agreemerts, CHF 20 bilon of Pl ivetments. rlshie-lon-sale and CWF & billen of
Firaracial pssets Sesgrate of R value are speied 1o bee pecovered o e gher tnehe ok o Repusents the embeded dafvathe: comporent ol o bt B bor which e aie nyhe optice s pot

Bman (e The amouats shirwn ke s postive and negalive sagiaoement whes e presntad lmmMMMMMM

avo

335/432



EDINETOOOO
00000000000 0O(E05852)
oOoOooodd

Mote 28 Measurement categories of financial assets and financial liabilities {continued)

b) Redaisified financial assets

In feaurth quarter 2008 and first quarter 2009, financial assets were
redlassified out of held-for-trading to loans and receivables (refer

The table below provides motional values, far vabues and
carrying values by product category for remaining redassified

ta Mote 1a) 100 for rmare infoemation), On their redassification  financal assats,
date these assets had faer values of CHF 26 bdlion and CHF 0.6
billies, respectivaly.
Held-for-trading assets reclassified fo loans and recelvables
HALN
Aatlo of
Gartying 1]
W bion Motionas] value natianal value
33 5%
........... e s
......... e i
....... e iy
...... o o
Tatal [exchuding CMES inberest-onky strips) 58 b5
MBS imseress-oeky strips
Tatal reclassified assuts 58
Held-for-trading assets reclassified fo loans and recelvables
CHF iilion ELRFRE 301208
Carrpng walue 53 ne
Fair sl e 4.3 121
Fro-Sorma fair walue gais ! oss) (0.4} 07

In 2001, carrying walues of reclassified finandal asseis de-
creased by CHF 6.6 ballion, mainly due 1o sales of assets with a
carrying value of CHF 6.9 billion at the time of the zale. Aedemp-
tions of CHF 0.2 billiorn and the appreciatian of the Swiss franc
against the Us dollar of CHF 0.2 billkon resulted in further de-

Cantribution of the reclassified assats to the income statemant

creases. The impact an operating prafit before 1ax from these
financial assets was a profit of CHF 0.7 bilkon {see table below).
If the financial assets had not been reclassified, the impact on
2011 operating profit before tax would hawe been a prafit of ap-
prowimately CHF 0.2 billian,

Fior T year endked

CHF mAlon ELAFAL iz
Memtmestivome B 453
Dt s PESESUNY es B (53
o inggeme 206 134
Impact an cperating prafit befane fax 723 535
+ Inchatieg nelf gaires o T il of ecrlied lnandal asas.

EFal
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Mote 28 Measurement categories of financial assets and financial liabilities {continued)

) Maximwm exposure o credit risk and credit quality information

The table below represents the Group’s maximum exposure to
credit risk by class of financial instrement and the respective col-
lateral and ather credit enhancemants mitigating credit risk for
these dasses of finanoal mstruments. The maxemum eiposune 1o
credit rek includes the carrying amaunts of financial instnements
recognized on the balance sheet subject to credit risk and the
notional amaounts for off-balance sheet arangements,

Where available, collateral is presented at fair value; for other

collateral such as real estate, a best estirmate of fair value is used.
Credit enhancements {oredit derivative contracts/ guarantess) are
included at their notional amaounts, Bath are capped at the maxi-
AT expase 1o credin risk for which they serve as sequrity.

The secticn "Risk managemert and contral” deseribes man-
agement's view of credit risk and the related exposures. These
differ in certain respects to the requremenis of the accounting
standand.

Maximum exposure to credit risk
ETRFRT
Collateral Cradit enhancements
Maximum Cash Collsteral- Cradit
to collateral ized by Secured by Ortiver deriiative

CHF dillion credit risk  received  securities  realestate  oollateral’ Metting  contracti Guarantees
Fimameial assets measured & amortized ookt
an the balance sheat
Badanges with eniiad banks. 306
Dus from basks 3.2 0.0 7 05 0.6
Lo I56.6 11.4 ] 1453 64 _ 0.6 i6
Cach collateral oa securities bamowed 5.8 SER
Reversa sepuschase agraements 135 FLESS N
Caeh collateral reoehabies on derhative mwisents! 4.3 ma
Agied ninme, (thar Eset 102 ]
Total financial assets measured at smartized cost 6522 1.5 EECR 1453 169 =0 0.6 3.3
Fimanclal assets measured 3t falr value
an the balance shagt

BT
Financial imvasiments assilable-forsale = ﬁbtlmrs 52.3
Fatal financial assets measured at fair valug 547.7 0.0 BT (1] 02 413 14 a0
‘Tatal maximum sxpasure to credit risk reflected
an the balance sheet 1,.299.9 1.5 e 1482 171 4559 2.0 32
Guaraniees 188 i 1.5 2 1.5 1.8 1.5
et s i e o ph e o
o e R R s
smcurities horsowing sgreemesss 76 176
Total maximum expasure to credit risk mot rellected
on the balasoe sheet 104.6 1.5 155 13 103 19.8 5.0
Tatal at the year-and 1.404.5 13.2 anr 1485 P 4558 a8 8.2

1 It baut o 1inniteed T ) ivUrance COADRCTS, LTS o,

FRTRRIS, and Coprighns, 2 Loans nchediea Babinge cetianding of USD 4.7 Rilion [0 the BRciSock fund, This ke is ool e aized

Iy, JOD0NNE
oy poioks ol U e gachbacked ssdte o st -CEs 0Pl 408 -1 sy e (33 FBnagenrt et of 45 g T moeoumaion. 3 eans c ot
T st Which wr rvciasidbe] e Fobd- o DB 1 KO3RS, 08 cehvabivs 1Y S0 guartir JOOE Tha v min caanying valbss of thisd awets was CHF 006 billion as of 31 Decerrber 7011 The fa
i o CTRT It S FOORSaTON aAtEr Crocky vebadTion UGN 206 B D s wets CHF 001 ABaR, WAich ks ok ik e corns (ool it et con0sans™. ol B O "Rk, Dby and
Capital NN R ™ TN offThis Topo Fed More information, R mihin cash Slaneral recaiaios on dorkativg INEDasments s magin balanges dus T cachanges. of chaseg bouses The amaent shirn
8 Thie R oMUY e S T FRETIA W ST FORERG TELACEVATE 'l 9 ACCONSGnR W Sk Fdital Baaiong Law, 5 Th ameus. shosn i The it coluren Ipissents the nelTing with ezt

g kplaerwnt valers aned Cash colGreal pesabi. in aomadapos with Saies Raded Banking Law

paipose of this discioane, colateral and oedit enhancements men: pot considered. 7 Doesnotinckds deht

vz

 These gociions a1e Qeveraly Teanagial UBden T kst 15 Mamamark and 2 ndecked i R For e
Instrumenls hedd for unk: B besd irsesment contra s 304 investment fund gl
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Mote 28 Measurement categories of financial assets and financial liabilities {continued)

Maximum axposura to cradit risk (continued)

311210
Collatesal Copdit anhancements
Fusimum Cash  Collaborl- it
EApOSLIT Lo collzteral ized by Serwed by Oither derivatie
R bien credil rist recEved Sa{ustEs redl ebale oalabrd’ Heiting tniracls  Guarastess

Financial assets measured ot amartized oost

‘]2 D‘] ...............
S"' ﬁa 1?2 ............... 1 I

5‘25 .........................................

I‘E'ﬁ ..........................
Agcied ninme, other Eses k]
Tatal financial assets measured at amortized cost 54 2687 144.3 17.3 B3a 11 25
Fimanclal assets measured at falr value
an the balance shaat
PSS . T g

1283
.......... b e S e

'F'h;-:ii o s o _w B e
Tatal financial assets measured at fair valua 165 ao ar aa .2 EEET 1.7 ao
Tatal maximum expasure to credit risk reflected
an the balsece sheat 11822 04 1724 1.5 E R g 25
Cumaniees 164 15 14 23 1.6 14
L o b oE e R i
T s e
e
sscarties. herrwing agreanmst 15 305
Tatal maximum expodune 1o credit risk mot reflecied
an the balamoe sheet 1129 1.7 a4 1.2 04 241 ia
Tatal at the year-and 1,255 1 101 3138 145.5 274 14 g G

1 Inhaties. bt ot lineicedd 10 e iRUrance SOACRCTS, IMARACCTY, S0D0IS Feoehahie, pEIRRTS, and COPRTIORS. o Loans nchide a Baknok cutsand ing of USD 5.7 o0 oo the BRoiSock furd, This leanis col weaized
By pormiolic of S sesddential mengags haxked secuities | nourkel mithin "Crhr oalabata”, Fefer 160 "R, Dvarsury and Capital Management” Section of this spor for mors infoimation. 3 Lsare ind ek mee-
linve- oot ectid @ssers which mere reclasslieed from hebd-ForDading m kaans avd eoshables in foary queimer J00E To wenaining Carmying vales of thesk awecs was CHF 5.3 illon as ol 31 Decermber JORD. The lair
waki# o CH i dela Ut saaD proagion afer e valiaion aumens slaed oo OV 3 wis wes CHF 03 blBen, whrich & nag inchuded inghe colurnn (s Seiharnive conpiazs ™. Relir 02 O "R, tHamry andl

managemen” 5ection of therepat for mone iformation. 4 Incured sekhin cash oolabal reoeiatos o dorhatNT INECPRTRNCS a0k Mg i balances due 1o eschanges o7 dsaing houses The amoent shawn
0 1he RERing col A sapEsEnts the notting s seaied REgathe eplacenme ol ues In Acovdance With Swhss Fedesal Eaniing Law. = The amount shosn in the nefting col i issiesents the netting with ieated
Reqiake KezLcE T alies and cash cobatal pyables 1 cCondarce Wi S Fedeal Sarking Law. o These Godions 31 Genuraly anaged uncos o Maikat 1 amewark and as rcuced 1R o he
patpost of thés disiosue, oolateral and edi enhadCeTIENts were Rof cotsieied. 7 D0RS A0t INCde debt iestruments held for unit Baled "
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Financial information
Metes to the consolidated finandcial staterments

Mote 28 Measurement categories of financial assets and financial liabilities {continued)

Financial assets subject to credit risk by rating category

CHF bihon 211211
Rating calegny’ =1 =3 4=5 = =13 defautted  not rated Total
Blances mithcentid banks 73 ni no
Duefombenks 04 160 25
R 53 W 1106 STA CLE T L 2666
Cash oollaberal g securities amowed and reverse
spurchass ageemants 1.3 2155 532 127 21 oA 723
Foitive picementoaues 14 20,6 s34 s - g3 4856
i i 5.8 ER:
365 BO
50 oo
5E 0
55 2z
3.7 122
26.1 1
Fersand staring secundes bonrwisg agresmants 0.5 [}
Tatal 1452 ETE 2285 1257 40 24 a0 1,404.5
—
CHF bilben
Rating category’ =3 A5
Balances with cantral banks 92 aa
1y 18
5B .3
1nze FER|
3317 304
216 45
534 W2
(1]
6.1 £l
oz e T R i — o
PR i
Feereard slaring sscuriti basniraisg sqesmments 05 a3
Tatal 278 6764 1734 1373 38.1 34 3.5 1,296.0

1 Fefey b the “UES inbernal sating soaie 9 mappng of edemel retings” table in the °Risk, teaanyand apkal sezion of Sk repoit for more information o cieqories 7 (Doss ot inciude debt
mwmmrﬁemmmdmhﬂm 3 Cpmevtresats bo scquiss 5685 of CHF (00 bl o as ol 30 Dexsmber 20071 {37 Descembe 2000 CHF 001 bilond o escleded. & Thess
ralingy were ol

avg
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Mote 29 Pansion and other post-employment benefit plans

Thie folbawing table provides sformation relating 1o pension costs far defined beredit plans and defined contribution plans. These costs

are part of Persanne! expenges.

CHF milian N Lz

el periodic pession ot for defned benefit plans 534 4

451 430

13 )

E ] 24

o o
Pension cost for defined contribesion plans? 54 ME 15
Total tan and ather banefit plans TE8 14 kL
-memwmmwu Tor s infuratian. 3 Relerta "Hiote J0h Poe- weiemwnt medical and b ivaurence plins” for mas inloimation. o Acossed peersk i codts 800 1 paid in eh-
ziedin HN1, bdndhpuu-r:rmwg.m-m Hote 37 Remganitions 2 nd Skposak” and *HNate 1 Paoisions and oostingen Rohilies * for mase ifoema-

bion 4 Refer b “Mate 23 Delined corirbation plais™ lor mase

Tre follewing table provides information relatng to deferred pension experses and accrued pension and post-employment
benefit liabikty. These ara recognized on the balance sheet within Other assets and Other fabilities, respectively.

Deferred pension axgenses

CHF million ELRFRL 31020 iz
Magar pension plass' 330 317 3053
Tatal deferred pension espenses 3,300 EARL] G
Agorued pension and post-employment benefit liability

CHF mifion ELR AL 31020 Fhzie
Mppesen g me (220} (20
Fostetrement meddl and e ureceplaes’ (168 (s {163)
Remaising plarcs (15} (17 (25
Tatal accrued penslon and post-employment benefit llsbility {405 {395} 14350

1 Pelerne "Rine 299 Defined Bevel person plas™ ka1 mofe informmation,

a) Defined benefit pension plans

UBS has established various penson plans insde and outside of
Switzerland. The majar plans are located in Swatzerland, the LK,
the IUS and Germany. Independent actuarial valuations for the
plans in these countries are parformed as required,

The averall investment policy and strategy for LBS'S defined
benefit pension @lans are guided by the abjectve of achieving an
irvestrient return which, together with the contnbutkans paid, is
sufficiant to maintain reasonable control over the various funding
risks of the plans. Cepending on the country, the pension fund
trustees andsfor LIES are responsibbe for the determination of the
mix of asset types and target allocatans. Actual asset allocatan is
determined by a variety of osrent and expected economic and
market conditions and in consideration of specific asmset dass risk,
the risk profile and the maturity pattern of the plan.

The expected long-term rates of retum an plan assets ane
based on lang-term expected milation, interest rates, rsk prermi-
ums and targeted asset dass alocatons. These estimates take
into consideration historical asset class returns and are deter-
rmined togathes wath the plans' imvestrent and actuarnial advisars,

2 gkt 1o " Kioke T Poe-esiremsen kol and |Te i ia nos plarss™ For moss infoeriation.

Swviss pension olan
The Swise pansion plan covers all UBS emplovess in Switzerland
and exceeds the minimum benefit requirements undar Swiss 2w
The Swiss plan #lows emplovees a cheice in the level of annual
contributions paid by the employes. The penson plan provides
penefits which are based on annual cantributions as a pereantags
of salary and accrus at an mterest rate that is defined annually by
the Pension Foundation Board. Althowgh the Swiss pansion plan is
a defined contrbution plan under Swiss pension law, it 5 acoount-
ad for & & defined benefit plan under 145 19 Emplopee benefits,
Contributions ta the penson plan are paid by employees and
the employer. The employee contributions are caloulated as a per-
centage of covered salary and are deducted monthly, The percent-
ages deducted from salary depend on age and vary batween 1%
and 13.5% of covered base salary and 0% and 9% of covered
variable campensation. The emplover pays a contributean that
ranges betwesn 1% and 27.5% of covered salan:. The benefits
covered include retirement benafits; disability, death and sunivar
pensians, and employment terminatan benefits.

375
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Mote 29 Pensicn and other post-employment benefit plans (continued)

A key assumption in determining the defined benafit cbliga-
tior is life expectancy. In 2001 the Swiss persson plan adopted the
new BYE 2010 generational mertality table, replacing the BYG
2005 periodic table. This contributed significanthy 1o the overall
increass 1o the defined benefit obligation relating to the Swiss
pension plan. The BVG 2010 generational takde takes into ac-
cownt longer life expeclandias.

The employer contributions expacted to be made o the Swiss
pension plan in 20712 are CHF 530 million.

International pensicn plans

The internatonal locations of UBS operate various penson plans
in accordance with local regulations and practices. The bocations
with defined benafit plans of a significant nature are the LK, the

US and Germany. The LK and the LS defined benefit plans ase
<losed to naw entrants, who are covered by defined contributan
plans. The amounts shown for international plans reflect the net
funded pasitions of the significant international plans.

The penzsion plans provide benefits in the event of retirement,
death or disability. The level of benefits provided depends an
the defined rate of benefit acrual and bevel of compeansation.
The plans are funded entirely oy UBS. The employer contributions
expected to be made to these persian plans in 2012 are CHF 108
mdlicr, The funding palicy for these plans is consistent with kocal
government and tax reguirements.

Thee assumgtions used m internatianal plans are based an local
economic conditions.

= Refor also to Note 1a) 24).

Defined benelit pension plans

CHYF maten s Intesratinsal

For BRe year anded I.02.11 FL1Z0 Iz 31211 3.02.10 Iz

_I]!irndbertﬁluhipim!&hjr-’hg ol the year 421,799} 121,115 [21.311) (4,053 14,353) 136420
Serwce il AL (34p 3n 133 21 [L3H
Interest oot (=68} 1657} Lrr) (21m 123T) {23
_Ha'l e pant gon bk 11} 87 1195) v} Q 1]

mﬂgﬂn!{hﬁ} {1,452} (1459 31 (2580 EiR L] 7T
_Iiemﬁis paid wES 1352 1.314 145 |5 153

Termenason besefs (11} |45} (34} [+] Q 1]

Fiaraagn cemengy Translatios a u- o 1) 589 (132}
Defined benedit abligation at the end of the year 423,967} 121,298} 121.1%) [4414) [4.053) 4,353}
fﬂﬂmﬂﬂmmﬂﬂﬂbﬂmhﬂﬂhﬂ 20580 X386 e 3,406 ERT LEER

_Elm-:bedr!h.lmnﬂplanm 715 a0 e Fik 23T 2

Artuaal gan/ihss| 523} 54 %3 184 163 %6
;rrphg-eru-uimnm 485 ) 513 | =] 32

gnmrmmnm-mmmmeﬁu " 45 34 v} o 1]
Flan partcigant conribusons n 157 155 oo 0 n
_ﬂergms_pa-l |9E5] {1,352 (1314} : (1as) |10 (153}
Fiprasgn Cwmandy Ranskition a 1] 1] 3 50 s

Falr value af plan assets at the end of the year 20,614 20,650 2. 556 3,458 3.006 3317

Surplus/[defiity [3.353) (505} (533} (#56) 1547} (E36}
Uneern geized mtmaii_gmrm 4,916 %028 2956 1470 1183 1475

Defarred pansion sxpensas Ml Accrued pees lon Hlllql 2,562 Z418 2,163 514 535 635
Mowmmant n the met (llabiity) or asset

Diefired pansan aspanses fAccued pensan Rabity) at the begnng of he year 3,418 2163 639 548

Mot periedic penskon 1051 (3521 (3004 (130 (167}
Empkyer gonimbutions 485 50 - 32

Erpkoyer contibintions - seminaton basefis 1 a5 0 o
Fipreagn cumendy wanshation Q 1 (550 26
Deferred pension expenses!|Accrusd pansion Nability) 1562 2418 53 £35

ave
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Mote 29 Pansion and other post-employment benefit plans (continuad)

Brdséit pion Engontind

Amnaunts recognized In the balance sheat

CHF mifion St Inteenatioeal

Far 8 yeer ended 3311 EIAFSH jnzee 311211 310219 Jnzee

Defemedpensinaspenses L B L B 6 0
Accruad parsion [ablity a 1] o (224) 120 (F)
Dwfarred pansion axpanses/|Accrued pension lisbility) 1,562 1418 1163 514 635 a3

Companants of ret periodic pension cost

CHE mitton ERFAT LR TR T EYRFY: ] ENRFRI
Delined barmfitolimion e, (2967 il QLm O Qum o geern
Man et 0514 A0 .28 1505 12,181
Surplus{deficit) (2,352) (0 (i 12,2830 1,304
Eqperionen guine/ibesechomplnablites. i, 0 B MW B, 0
Experience gans/! {losss) oo plan assels (523} 4 w3 13,8000 12501
Intematianal funded and unfunded plans

CHE mation F.z211 01210 nizoe EAR Y] 3azar
Defived bougfit chibption eom fusdedps. M) RN A0 Ao eSO
Delined bmaft coligion bom usindadptans s SO o A s oy e
Flan assess from funded plass 2453 2406 3517 Fr- 4,519
Surplus/ideficit) [955] (E47) (836 (TTE) 1345
Experionce guins/Cbesach omplan Bablitles. 2 AU o 2 & L
Enperience gans/{lessast on plan a6sats (24} 164 156 1.0 &n

i Intesmatineal

3N EIRFS 301705 2121 311210 31172 0%

Principal weighted average actuarial assumptions used (3%)
Assumptions used to determina definad banefit abligations at the end of the year

ETE
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Financial information
Metes to the consolidated financial staterments

Mote 29 Pensicn and other post-employment benefit plans (continued)

Dafined baenafit pansion plans (contimsed)

Plan assats (weighted avarage)
Actual plan asset allocation (%)
AwiE Inteanatioeal
EAR FAL ESRES ] 31208 EARFRA EAREFRI:] 50
3 32 4%
e e
14 3
2 %
100 100
18-44 15=3% 1544 35-42 =} 4745
............ fign i
........... g RS
"""""" -5 =4 D=t 10=13 =15 11=12 '
.ﬁ.mﬂlmmphlmiﬂ 140 4.6 a7 3.8 1,7 155
Additicnal details on fair value of plan assets
UES financil instrumesss and LS bank accognts 518
23
20
157
1 Thie: rismbeer of UBS AG shares s 1,014,000, 1,638,000 xad 4,095 E50 asof 11 Decermber 2011, 31 Decernber I010 and 31 Decomber J009, respactivel
Martality tables and life expectancies for major plans
Life expeciancy at age 65 for a male mem ber cosrently
aqed 65 aed 45
Eoumiry Mortality table #4201 A0 3ALM MaRi 3LiRid 34208
Smitzerland BVG 20 H &' 21 173 13 A 178 178
3 Ei 243 1A nag #14 B3 157
Garmany 19.4 193 ol i 311 HL)
] Pés mandated martality 1able per (RC 14203} 18,1 10 w4 181 e 104
Life mopectancy &t age 65 for 2 female member cervently
2qed 65 aged 45
Courtry Mortality taile A1 3210 AW MAERf AR 1R
imitzrrand BYG 2010 &' T na o o
3 1 L] u7 HE 5
Cormary L 14 %D 1Y
] Poty mandated martslity 1abe per (RO 1420031 .0 04 mg M6

1 In Hi0and 200 the mokaity tabie BV 1005 wes umsd: e morta iy ta bles ere u plated everyfve years. = in 2050ans 2005 the mokaity tabie P8 2000 G, medum cohon mthadprsment masused. 3 in 1009
the montziey tabls B® 2000 with projections mee wzed

ve
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Mote 29 Pension and other post-employment benefit plans
b} Post-retirement medical and life insurance plans

In the US and the UK, UBS affers retiree medizal benefits that
contribute to the health care coverage of certain employess and
beneficianas after retirernent. The LR plan is dosad to new en-
frants. In adastion to retiree medical benefits, UBS in the LS also
prowsdes retires bie insurande benefits 1o cartain employeas. The
benefit coligation for these plans amounts to CHF 219 million as
of 31 Decamber 2011 (31 December 2010: CHF 209 million;
31 December 200% CHF 186 million), There are no retained plan
assefs for these plans. The total accrued post-retirement oost

Post-retirement medical and life insurance plans
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(continued)

armaunts ta CHF 186 million as of 31 Dacember 2011 (31 Dacern-
ber 20110: CHF 158 million; 31 December 200%: CHF 163 million;.
The pericdic post-ratirement costs for the yvears endad 31 Dacam-
per 2011, 31 Decernber 2010 and 31 December 2005 were CHF
13 millien et of a curtailment gam of CHE @ millian), CHF 22
millior and CHF @ millizn {net of a curtailment gain of CHF 8 mil-
lign}, respectively.

The employer contributicns expected 1o be made to the post-
refirerment medical and life insurance plans in 2002 are CHF 7 milkon,

EIRFRL 311210

e nrfit bl

of the year

1205
o
i11)
21
17

Bast-retirement benefit abligatian at the end of the year

Fair szl of plan et at the begisnisg of the pea:

Maan 39219 Izor

1219
1]

12
0

{1500

Surplus idelicit)

1219 12091 {150h

Eaperience gans ) {lsses) oo plan iebilties

"] &

+ Corvent seroe goat of CHF 5 millon in 301 mirs alset by 4 plan sreadre et which resulted in 2 segative past ssrice oot of OnF § millin

The past-retirement benefit expense is determined by using the
assurned average health care cost trend rate. The rate far 2002 s
assurned 1o be 8% and 15 assurmed 1o decrease gradually 1o 5%
by 2023. On a country-oy-country basis, the same discownt rate is
used far the calculation of the post-retirement benefit obligation
fram medical and life plans as for the defined benefit obdigaticns
arisang from pensicn plans.

Assumed average health care cost trend rates have & signifi-
cant effect an the amounts repamed for health care plans, A& one
percentage paint change in the assumed health care cost trend
rates would change the US post-refiremant banefit oblgation and
the total service and intersst cost components of the pericdic
post-retirement benefit costs as follows:

CHF million 1% increase 1% decrease

SR DTt TRES e ees e s e e e e e R 3

Effect on the post-retreme nt besefit chiigation 38 (30)
ErL-

Finandal i

344/432



Financial information
Metes to the consolidated finandcial staterments

EDINETOOOO

00000000000 0O(E05852)

Mote 29 Pensicn and other post-employment benefit plans (continued)

&) Defined con tribution plans

LIBS alse sponsors a number of defined contribution plans in s
international locations. The locations with defined contribution
plans of & significant naturs anz the LK and the LS, Cartain plans
permit employees 1o make contributions and earn matching or

) Related party discosune

LIBS is the principal bank for the pension fund of UBS in Switzer-
land. I this function, W8S is engaged to exscute most of the
pension fund’s banking activities. These activities can include, but
are nat limited 1o, radng and securities lending and bamowing.
All transactions have bean executed on arm's kngth canditions.

The international UBS pension funds do nat have a similar
banking relationship with &S, but they may hold and trade UBS
AfG shares andfor securities.

In 2008, LBS sold certain bank-ococupied propertes 1o the
Swiss pension fund. Simultaneowsly, UBS and the Swass pension

ather eantributions fram LIBS. The emplayer contributions 1o thess
plans recognized as an expense for the years ended 31 Decembser
2011, 31 December 2000 and 31 December 2008 were CHE 254
mllion, CHF 245 milkan and CHE 246 milkan, respectively.

fund entered inta lease-back arangements for same of the prap-
arties with 25-year lease terms and two renewal options for ten
years each. During 2009, LIBS renegotiated one of the lease con-
tracts which reduced LIBS 'S remaining lease commitrment.

As of 31 Decernber 2011, the menimurm commitment Towands
the Swiss pension fund under the related leases is approxmataly
CHF 16 million (31 Decamber 2010: CHF 21 million}.

The following amounts have been received or paid by LIBS
from and 1o the pensian funds in respect of these activities and
arrangements:

Ralated party discosure

For the year ended
CHE miien AR EIREA 31808
b e OO P
e 4 1 34
Paid by UBS
Bl S . SO | O -
Iteesst 3 E| i
The transaction volumes in LIS AG shares and other LIBS sacurities are as follows:
Transaction volumes - related parties

For the year ended

ETRFRT AR 11208

Hirancial instrumenits bought by pensian funds

185 Snancial instrumesss (nominal valees in CHF silion}

Financial instrumenits sold by pengion funds or matured

LBS financial mstrumesss (nominal wslees in CHE sillion)

Dietails of the fair value of the plan assets of the definad pensian
plans are dischosed i “Note 298 Defined benefit penssan plans”,
Furthermare, UBS defined contributson pensian furds hald
17,628,845 UBS AG shares with a market value of CHF 196 mil-

380

lizn as of 31 December 2011 (31 December 2070; 17,665,621
UB3 AG shares with @ market value of CHF 272 millicn; 31 De-
cember 2009: 17,258,203 LUBS AG shares with a market valus
af CHF 278 millian).
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Mote 30 Equity participation and other compensation plans
a) Plans offered

UIBS operates several equity partiopation and other compensation
plare to further align the interests of executives, managers and
staff with the interests of shansholders. Some plans (g, Equity Plus
and ECF) are offered to eligibde empkoyees i approximately S0
countries and are desgned 1o mest the kagal, tax and regulatery
requirements of each cowntry in which they are offered. Some plans
are used in spedfic countries (e.q. awards granted fo Wealth Man-
agement Amenicas finanoal advisors) of anly offered to members
of the Group Executve Beasd (GEB) {a.g. PEF). LIBSS compensa-
tion plans are mandatory, discretionany or woluntany. The explana-
tions bedow provide a general description of the terms of the most
sgnificant plans operated for 2011 and those from price years
that are parily expensed in 2011, Refer 1o Mote 1a) 25) for 2 de-
seriptsan of the accounting podicy related 1o equaty partidpation
and other compensation plans.

Mandatary share-based compensation plans

Eqquity Owrership Plam (EOPL Selected employees raceive a por-
tior of their annual performance-related compensation above a
certain threshald in the form of an EOP award of UBS sharas,
notional LIBS shares or LIBS performance shares (.2, notional
shases which are subject to performance condiiansh, Since 2011
{far performance year 20103 performance shares have been
granted to EO® participants who are risk-takers, Group Managing
Directors or employees whose incentive exceads a certain theesh-
ald, These performance shares will only vest in full if the pastici-
pant’s busniess division 5 profitable for Corporate Center patic-
pants, the Group a5 a whale needs to be prafitable) in the financal
year preceding scheduled vesting. Adjustments to reported profit-
bility may be made based on considerations relating ta risk, qual-
ity ard rebability of earnings, a5 well a5 achievement of specific
targets. To align their compensation with the perfarmance of the
funds that they manage, the majority of Global Asset Manage-
mient empkoyees receive their EOP awards in the form of cash but
the amount depends on the value of the relevant underlying
Ghabal Asset Maragement funds at the time of vesting {(Alterma-
tive Investment Vehicles, or ARs). Awards of UBS shares allow for
voting and dividend rights during the westing period, whereas no-
tional and performance shares represant a promise to receve LIRS
shases at vesting and do not allew far viting rights or dvidends
durng the vestng pernod. Awards granted in the ferm of UBS
shares, notional UBS shares and perfarrmance shares are satthed by
delivering LUBS shares at vesting, except in countries where this is
not parmitted far legal reasans. Awards granted in the form of
Aly's are setiled i cash. The majerity of EOF awards contnue fo
be granted in UBS shares, notonal UBS shares, or performance
sharas. EOP awards generally west in increments over a three-year
vesting period, The awards are generally forfeitable upon volun-
tary termination of employment with LIRS, Compensation ex-
pense is recognized in the performance year if the emploves
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maats the retwement eligibility requirerments at the date af gramt.
Otherwise, compensation expenss is recognized from the grant
date ta the earlier of the vesting date or the retirement aligibility
date of the emplovee, on a tiered basis.

Sermar Executive Equity Ohwership Plan (SEEOP): GEB members.
receive & portion of their mandatory deferral in UBS shares ar
nofional shares, which vest in ane-fifth increments over a five-
wear vesting period and are forfeitable if certain conditions ane nat
met, Awards granted since 2011 are subgect to the same perfos
mance conditions as performance shases granted under the EOP,
i.e. will onby vest in full if the participant’s business division is praf-
itable (for Corporate Center participants, the Group a5 a whols
mast be profitable) in the financial year preceding scheduled vest-
ing. During 2010 UBS only granted SEEOF awards 1o certain sa-
nior executives to whom it had a contractual commitment.
Mwards granted under SEEOP are settled by delvering UBS shares.
at westing, Compensation sxpensa is recogrized an the same ba-
5i5 a5 fior share-settled EOF awards,

Incentwe Perfesmance Flan (PP In 2010 GEB membsers and
certain othar senicr amployees received part of thewr annual in-
centive in the farm of perfarmance shares granted undsr the PF,
Each performance share granted 5 a contingent nght to receive
[petween one and three UBS shares at vesting, depending on the
achievernent af share prica targats. The IPP awadds vest after five
wearsin 2015 and are subject to continued employment with LSS,
Compsnsation expensa is recognized on a tiered basis from the
grant date ta the earliest of the vesting date or the retsemaent ali-
gibikiy date of the employee. IPP was a farward leoking one-teme
plan granted in 20710 onhg

Ferformance Equity Flan {PEFY: In 2071 and 2070 GEB members
racaivad part af their annual incentive in the farm of performance
shares granted under the PER. Each performance share is & conitine
gent mght to recesse betwean zera and two UBS shares at vesting,
depending on the achievement of Ecenomic Profit (EF) and Total
Sharehodder Return {T5R) targets, PEP awards west after thres
wears. EP is 2 risk-adjusted profit measue that takes smto acoount
the eost af risk capital. TSR measures tha total return 1o U85S shane-
halders (n the form of share prce appreciation and dividends) as
compared to the constituents of a banking index. Westing is subject
to continued employment with LIBS. Compencation expensa &
recagnized on a tiered basis from the grant date ta the earkest af
the westing date ar the retirerment igibility cate of the emplayes.

Mandatory deferred cash compensation plans

Conditional Vanable Compensation Flan {CVCF: In 2009 certain
employees recenved part of their incentive in the farm of @ manda-
tory deferrad cash award that vests in mcrements aver a theee-
year vesting pericd subject to performance conditions. The award
consists of a contingent right 1o receive cash payments at vesting,
The awards are fosfeitable upon voluntany terminaton of emphay-

EA
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Mote 30 Equity participation and other compensation plans (continued)

et Compensaton expensa s recognized over the indwidual
performance perods. Compensation expense is accelerated 1o
the retirerment eligability date for those employess who are, or
become retwement eligiole during the service period. CWCP was a
ane-time plan granted in 20049,

Cash Balance Plan (CEPY in 2011 and 2010 Growp Executive
Board (GEB) members recerved part of their annsal incentive in
the form of a mandatory deferred cash award. CBP awards are
paid out in two egual installments duning the fwa years follow-
ing the year of grant, subject to performance conditions, Awards
granted since 2011 ifor performance vear 2010) are subject to 2
Growg refurn an eguity perfarmarce conditions, whereas awards
granted in 2010 ifor parformance year 2002} are subject to prof-
itability hurdles. After @ GEE member has left the firm, the de-
ferred perion of the CBP award continues o be at nisk of forfei-
ture and awards gramed undes the CBF from 2011 anwards ane
forfeited if a GEE membser voluntarily terminates his or her em-
ployment and joins another finandal services organization.
Compensation expense is recognized in the performance year,
whach is ganerally the financial wear prics to the grant date.

Deferred Cash Plan (DCPY In 2011, DCP awards were granted
to Investment Bank employees whose total compensation ax-
ceeded & certan threshold (CHF 1 million), DCF awards vast in
ane-third increments over a theee-year viesting perod Tollowing
the grant date. Compensaticn expense is recograzed ratably over
the vesting perica. TP was a ane-time plan granted s 2017,

Long-Term Deferred Retention Senicr  Incentive  Scheme
{LTOREISY: Awards granted under the LTRRSIS are granted fo em-
ployees i Australia only and represent a profit share amouwnt based
on the prafitability of the Austrakan business. Awards vast and are
pad in equal installments over three years and indude an arramge-
ment which allows for unpaid nstallments to b2 reduced if the
business has a koss during the calendar year preceding vesting, The
awards are generally farfeitable upon voluntary termination of em-
ployment with UBS. Compersalion expanse & recognized in the
performance year if the employee meets the retirement elgibility
raguirements at the date of the grant. Othensise, comoensation
experge it recognized ratably from the grant date 1o the earer of
the vasting date or the retirerment eligibility date af the emplayes.

‘Wealth Management Americas financal advisor compensation
Financial advisor compensation — cash payments consist primarily
of a formula-based compensation glan, which fluctuates in pro-
portian 1o the level of business activity.

UBS enters into compensation arrangements with financial ad-
wisars primarily as a recruitment incentive and o incentivize finan-
cial advisars to achiewe certain production and cther performance
thresholds, The compensation is earned and paid 1o the employes
during a peried of continued employment and may be forfeited
under certain crcumstances. Incertain cases, UBS makes loans to
finangial advisors in connection with these compensation ar-
rANgeMents.

382

GrawthPius is a program for financial advisors who wera hired
pefare 1 January 2005 and whase production exceeds defined
thresholds from 2009 through 2012, Compensation arrange-
ments were granted in 2070 and 2011 with potantial arrange-
maerits 1o be granted in 2015 and 2018, Expense 5 recognized
aver seven years with the exception of the 2018 commitment
which wall ba expensed ever five years commending upen grant.
In certain cases, UBS makes loans to financial advisars in connec-
tian with this program,

Fartnerflus is @ mandatary defemed cash compensatsan plan
for selected emplayees. Awards (UBS contnbutions) are based
on a predefined formula during the performance year. Partici-
pants are also allowed to waluntarily contribute additional
amaunts 2arned during the year, up o & percentage of LIESS
contributkons. Awards and voluntary comnbutions eam an
above-market rate of interest durirg the initial four-year perad
and & market rate of interast tharaatter. The awards vest in 20%
incraments six 10 tem years following grant date, Awards and
interest earned on both LBS and voluntary contributions are for-
feitable under certain circumstances. Compensalion sagpense is
recagnized in the performance year if the employee meets the
ratirernent sligibility requirements at the date of grant. Other-
wise, COmMpensation expense is recognized ratably commencing
in the performance year to the earlier of the vesting date or the
retirernent eligitility date of the employes.

Discretionary share-based compensation plans

Key Employes Stock Appredation Rights Plan (KES2%) and Key
Emplayee Stock Option Plan (KESOFY Until 200% key and hegh
potental employeas were granted discretianary share-settled
Stock Appredation Rights (SARs) or UBS options with a strike
price not less than the fair market value of a UBS share on the
clate the SAR or aption was granted, A SAR gives employess the
right 1a recaive a number of UBS shares equal 1o the value of any
appreciation in the market price of a U85 share betwaen the grant
date and the exercise date. One option gives the right to acquire
ane registered LIES share at the option's strike price. 5ARs and
options are settled Dy delvering LEBS shares, except in countries
whare this & not permitted for lagal reasens. These awards ane
generally forfeitable upon termanation of employment with LSS,
Compansation sxpensa is recognized on a tierad basis from the
grant date 1o the earlier of the vesting date or the retirerment eli-
gibikty date of the employes. Mo KESAP or KESOP awards wese
granted ir 2011 and 2010,

Woluntary share-based compensation plans

Eguity Plus Plan [Equity Plusk Equsty Plus is a voluntaey plan that
prowdes ebgible employeas with the opportunity 1o purchase LIBS
shares at market value and recaive at no additional oost one fres
national LIES share for every three shares purchased, up 10 a mas-
imum annual limit. Share purchases may be made annually from
boms compensation and/or quarterty through regular deduce
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Mote 30 Equity participation and other compensation plans (continued)

tions from salary. Shases puschased under Equety Flus are restricl-
ed fram sale for a maximum of three years fram the time of pur-
chase. Equity Plus awards vest after up to three years. Prior to
2019, instead of notional shares participants received two UBS
aptians far each share they purchasad under this plan. The ap-
tions had a strike price equal 1o the fair market value of a LIBS
shade on tha grarl date, a twa-year vasting peried and ganerally
expired ten years from the grant date. The opticns are forfeitable
in cerfain crcumstances and are settled by delivering UBS shares,
except in countries whiene this 5 not permitted far legal reasans,
Compensation expense for the Eguity Plus plan s recognized from

k) Effect on income statement

Effect on income staterment far the fimancial vear and future penads
The fallewing table summarizes the compensation expenses rec-
ognized for the year ended 21 December 2011 and the compen-
sation expanses, that will be recognized as an expanse in the in-

Personnel expenses - recognized and deferred’

the grart date to the eariest of the vesting date ar the retirement
aligibikty date of the employee.

LBS satmfies share delnvery obbgations under its share-based
plans either by purchasang UBS shares in the market or through
the issuance of new shares. Az of 31 Decamber 2001, LBS was
Fiolding aporocmately 77 million shares i treasuny and appraxi-
mmately 148 millian unisssed shares in conditional shade capaal,
which are available and can be used to satisfy the exercising of
options and SAR awards by employvees. The shares available cover
all wested and in-the-money d.e. exercisable) employves aptions,
5&Rs and notienal shares,

come staternants for 2012 and later. The deferred compensatan
axpenses in the table also indude non-vested awards granted in
February and March 2012, which relate to the compensation core
cycle 201,

Pessonnel espenses. for the pear 2011 Porsoanel expenses defosred o 2012 and bates
relating & selatng o Redali Rulalisg
aaaldsghr mdsgh‘ a'ﬂ:ﬁ:-m a-ﬂtf:

£HE mallion 201 prior yaars Tetal Jon A0 ¥R Ttal
Vabblobomsamards
Lach discresmnary bosus 1514
Condioral Yartaks Companation Plan (CYCF) L
Cach Balance Man {CBP} and cshee cash plans. E2]
Tozal dalemad cash plans En
Eqeity Ownership Plan (EOP/ SEEOP! Ferfermance]) - ABS sharas FE

3

]
Tosal UBS share: plars: EES 111 1,405 L e 1414
UBS share aptinn plans (KESAPY KESOF) ] 109 ] a 15 15
Enuity Ownarship Flan (EOF) = Als. sl a3 ne ] 48 1?7
Tatal discretionary banus 1807 1,588 3,382 707 1,021 1,728
hebevkasek, oo DO
Wariahla comparcation = ohar! EE:3 {15 ELL] 247 190 437
Financial adviior compamsation =cash paymests 150 O 1885 0] CRR! B
Compamsation comm Rmen s asd advances rélated
o recufied fnascid advisors n ] 536 B 2in 290
e I - - - o w o
[t e - . o o o o
‘iealth Management Americes: Financial advisor compereation” 1,842 L] 1518 1,024 2R ERCE
Tatal 3,984 2,242 B2 1978 4,025 8,003

1 Total share-tomed

nequive CHF 215 milon,
craTpeneation hered Sirect iy 07 compenea bl e s
ki coed maly |l R comperedtion commil manti
the requirrers defered eopouise os.of The Ba lance shest S1e

finanoal advzors. and

sppplemEtal mmperetion
g geanted 10 finaadal edvison ol the times of sscrubment, which e spbject o waling mguissmints. Amounts nellated

persnone] sperses e00q pized i the wer ended 31 Deosmbes 2001 of CHF 1,789 milion comprise UBS share plas ol CHF 1,005 milbon, U85 share aption plares of CHF 100 milon, Equity Owr-
er=hip Plan— slts of CHF 118 mithar, relatsd sooal ssourcy costs of OF 39 mil bop apd ' rishie compereation — oty of CHE 127 millon. 7 Inchodes psglacement
rartees for new ores of CHF 173 mi bon, severznce prymests.of CHF 216 mllion end retestion plan payments of O ) mllion. 2 Fisanoal adeisor compensaton conssts of g ed-hased

nepizcement payrments of CHF 121 milkon, forfetuse medis of

kb based on finanda | ackvisor procuctinty. fim tenue, peets and other w kzkn
it ek Eperee speriEnl

283
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Mote 30 Equity participation and other compensation plans (continued)

Persannel expendes — recognized and deferred’

Personnel aapenses fos the pear 2010 Frrsosnel expenses defied tn 2011 asd laber
relafing b elatng o Fettiag o Fielatiag b
aws for arvsids for wiards T awards o
£ milien i price years Tatal 1040 o Totd
Varishle borus awards
oo EhES s g S s 5
‘Condifional Warizhie Compensation Flan (CYOF) o 1 i Q Pt o]
o B P (EB b ke o S o G e o
Total defermed cash plans ] 250 314 136 i =7
Eqeity Ownerzhip Plan (EQ P/ SEEDF) — LIRS shares A4 852
Periomone Equity Plan (PEF) 6 5
incentive Perfomance Plan {99} ] 121
Tzl UBS share plars L0 ] 1428 1211 738 20005
UBS share option plans (EESAPY KE50H) [} 145 145 a 114 114
Eqeity Owmership Plzn (EOF) — Als ] &3 i1 &7 57 114
Tatal discretionary banus 24811 1,47 4,08% 1,574 1220 2,784
- ppETER o e s -
i LR | I CR— R o
o] 5 599 388 2,186 2,51
127 a5 Mz Py g 3
UBS shere plare 11 &2 a3 2] 66 35
Yéselth Menagesent Americes. Fisancial advisor com peratios” 1,850 68T 1,667 2] 2754 1451
Tatal 4,990 1,968 6,979 1,808 3874 &,563

11 Tolel shass-Sased personne| ecpaies pecng pired for [he jear aaded 31 Dacembel 20000 CHF 1,843 mi Bon compeiss LIES shore plarms of CF 1409 million, UBS shane option plare. of CHF 145 mllion, ity Orwre
arship Plan—ANSo CHF 111 mollion, relted social sty costs of CF 50 million and Warshie compersation — other ol CHF 69 milian, in 2001, e recasalad The oy sheted o out solumta ty srpioges Shaie owe-
srship plan(Eqainy Fies) Jom Varkabie Comgsean ion — offer 1o 001 p | impeneers, Frion periocti were ad e i This changs. Rk 12" Motk b Chandgss in aocouncieg polices, compai by and o adue-
s il imene iformation, 3 incedes e plecenean papments of CHF 10 mdion, todeture dodcs of megatie CHF 167 million, guarantees for rees hires of OHF 135 milion, e e peymsns of CHF £9 milkes
A stention plan e s of CHF @5milion. 3 Finandal aSeiser compe psation oonskas. of  Vic-harsed compersation baed Siec by on compentatie Wenass Qeretmed by Francial ad s and seppis el com-
i kol ed Raned on Tinancial 38600 podeialy, N Dena s, asens and offed saabics. | ko i COoT5 bal 0 00 OOPQERSA00N SOMITIDNENTs and achvances oranmed s A nancial ahvison a0 The dime of
1T, mich b sl T 00 WRATING) o LIS, 2 o I reirmin] i catorTin] e P i T vl cirmaem ki s s of S6 Balndi shit dine
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Mote 30 Equity participation and other compensation plans (continued)

Persannel expendes — recognized and deferred’

Personnel aapernsas. fo the year 2009 Farspengl expenses deferred o 2010 and labes
ralsting relamng o Fedat Falaling
mdsu; awﬂ:uh‘ mEiE ilmth
i) pricr years Total e i} [T yrars Total
1,245 1160
1] 19

Leh Balance Man {CBP} and cthesr cash plans & a
Total defemed cash plans = 19
Equity Ownership Plan (EQ P/ SEEO P/ Performance] — URS shanes TG 283
Feriomance Equity Plan [FEF) 0 o
incentive Perfrmance Plan (199} ] a
Tosal UBS share plars ITh 83
UBS shere option plans (KESAPT KES0F) £ 23
Equily Owrership Plan (EOF] — Alvs T ]
Total discretionary banus 2632 177
Varishle compensation
Varishbe com perriation —ather (113 (17 (1] B R i 0
FnﬂMMIm cah payrmesty LM 4] 112 a o L]
Cmpem.edu cmmitments ad advarce ralaed
_brﬂ:n.lhldiﬂall:ldm 17 a7l L] 1,198 1744 2542
Mmdﬂ dalfereal plass Fii {n 21 124 Il k]
UGS share planc [¥] a5 a5 1 236 G
Viealth Menapement Amences Fisanoal atesor (ompematios’ 1657 559 1A26 1,432 sy 31553
Tatal 535 618 5,93 FATE 3187 6,658

1 Tolel shaw-hined persarre] equermes wcogniped b e yein ended 30 Decernber 2000 21 CHF !II!#LH';E'?{H UES share giars of CHF 559 millan, UES share agton plarof OWF 36 millan, Equity Owrenhip Pen

— 0361 CHE 55 mllion, relavad el seecur ity ctars of CHF 16 rilan ane Varlate
R P o Vb s presbe i I it pore g i

ol CHF 50 milion, 3 Financial shviion

JE7 muillion. |m 2001, twe reckass e 1he C2IE Melabid 10 oot w0 hary m ployie Shak Dwnisibip plan (Eq-

BERTE fueriats wi e acusned Fe this change. Bk 12 "ok Th O Rges in @0counsi g el o paia iy and oihe ! ad Rrawenis 120 mo in-
# I licks (8 plaack il b o] CHF 41 il e creics.of CHE peg@tive 81 m i, Quasannies 124 ree hies of CHF 56 inilon, seve Gance panmants of CHF 433 milho pand mwienien gian saps i
oot of grickhried con perdaen basid diecth o p oo pereatle veerass Qe by finandial ac ot 2 nd s reonal con e e en galoulikad Bl on

A RTETEN
financial afuison productivig fiam Tenei, rsers and ofher e 1 st incdis coms sk to 0 npsaation cormirmps and adsanes granted 12 Srancal advisars 21 the tines of eTUREnE WAKR % Rt 1
8 G WS AN k] i e el s 1o Sy 1 i im e chebe e 6 e i o the balance sheat ding.

Additional disclosures on mandatory, discretonary and
voluntary share-based compensation plans (ncuding Alvs
granted under EOR)
The total share-based personnel expenses recognized for the yaars
endled 31 Decamber 2011, 2010 and 2000 weare CHF 1,789 millicn,
CHF 1,843 millien, and CHF 313 millicn, respectaely. This indudes
the current percd expense amartization and related social security
costs for awards ssued in prior perieds and perfarmance year ex-
perisang fior awards granted to retirement eligible employees where
the fermsz of the awards do not require the employee 1o provide
future services.

The total compensation expenses far ron-wested share-based
awards granted up to 31 December 2011 relating to prior years to
be recognized in future periods is CHF 1,319 malion and will be

racognized in Fersonmel expenses over a weighted average penad
of 2.1 years. This includes LB share plans, UBS share opton
plans, the Equaty Qwnership Flan (Alvs), other vamabde cormpersa-
tion and the Equity Plus Plan. Total deferred compensation
ameunts included in the 2011 tabde differ from this amount as the
ceferred compensation amounts also indude non-vested awands.
granted in February and March 200 2 related to the comgensatan
core cycle 2001,

Actual payments to participants in cash-settled share-based
plang, inchuding amounts granted as ANVs issuad under the EOF,
for thie years ended 31 December 2011, 2010 and 2002 were CHF
93 milion, THF 73 million and CHF B3 million, respectively. The
total carmying amount of the Eability related to these plans was
CHF 262 million at 31 December 2011,

2B5

350/432

Finandal i

oOoOooodd



EDINETOOOO
00000000000 0O(E05852)
oOoOooodd

Financial information
Metes to the consolidated finandcial staterments

Mote 30 Equity participation and other compensation plans (continued)
&) Movements during the year

LIBS share and performance share awards
Mowements in W8S share and notional share awards were as follows:

85 share awards
Weightied Wisisted Weaighlisd
Number of  average graet B miber gif grani Humbsr of geant
sharms data fair shares e falr shares “aguﬁir
2011 watlue CHF 2 walue CHE i walue CHF
Culstasdicg, &t the beginaing of the year 17,0685, 140 "
[
n
113,197,909 il
214,698,535 7

The market value of shares that became legally vested and were distributed {.e. all restrictions were fulfilled) during the years ended
31 December 2011, 2010 and 2008 was CHF 980 milkon, CHF 421 millien and CHE 348 million, respectively.

Mowemenits in performance shares granted under the IPP are as fallows:

Imczntive Performance Plan
Weighted
average Tair Wemhied s age
Numbsr of walue of IPP Memberaf — far walee of PR
parfarmance parformancs  Reprasentathe periomance periomance Represaniate
shares  shares stgrant  of U85S shares shares shares at grast of URS shanes
2011 date CHF' a1 FLel] die CHFY 2010
Farhaitahle, il the baginning of the peer 18,157,242 2 18,157,242 a 5 o
Apvedhed during the year 3B a 548 13625 oo 19520916
Detbulions during the yesr o o £} a 5 o
Fnrl!he_f!d.lringmtﬂ 12,051,624) i [2051,624) 11,472,674] o (1472674
Icrsie | dicragrs of UBS shanes 1o be deliered upon
vasting, basad on oomd o at the esd of the year Hi& M/B Q A BVA o
FarfeRahle, gl the end of the yaar 16,137,466 i 16,137 486 18,157,242 32 18157242
of which: parformance shavar vaciad for soooanting puposas £ 727,354 &, 7IT, 30 4,073, 546 4,073 g

+abatians abe il acoou L the releva pl pestrmeance condiBon, Rangets el and the range of pavsble utomes. 2 Based on conditians. eeating a th idenant halaroe shest dele.
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Mote 30 Equity participation and other compensation plans (continued)

Mewements in performance shares granted wnder the FEP ane a5 follows:

Performance Bquity Plan
W ighted
average fair Weaghied avarage
Wumber of value of PEP HWemberof  fairslue of PEP
perfarmance performance  Representative perdomans 13 il
shares  shares 3t grant  of UBS shares shares shares ab UBS shares
201 dlata CHF! 0017 oM dana CHE' 000
Ferfaiable, a1 the baginning of the year 518,837 i 518,837 a i o
T84S0 18
o o 1} o
........... (62,76 1 s27es)  laepos 0 fa6EH
ngrease ! decraasa of UAS shares i be delhanad upon
zsting, based on conditions at the end of the pra Mith, A L 251,635
foreishle; at the end of the year 1,210,508 [ 16 6T, M
o wdvich: pevionmence shaves vesied ior srooamitng puwpases 534,235 i 145
1 'Walstiors tabe ivio-acoow pt the relevant pesiomeznce condbore; tangsts set, a9 the renge of pessbl pRcomes. 2 Baesed on conditions. eesting ot the reeeant halapos shest deie.
LIBS option awards
Mewvements in option awarnds were a5 folkows:
LS option awards
Numbsr Welghted Hurmiser ezighted Bl i Weighed
of options  average awercise of opiom  sverage askrdse ofcptions  average eucss
2011 grice CHE' 2 price CHE" ] price CHF'
Cutstanding, a the beginzing of the year 208,548,578 43 J0 AT ABG 43 236,055,545 47
o
12
4
43
43 .
4% 155,202, W4 48 137,747, 186 51

Exerozable, o the end of the year

1 5ome of the options in thistabie heve srose prices denomi seied in USD which bese bee comersed it OHF at B yearend spot eechenge rete o the puposes of Bis thie

Thie follewing table provides additicnal informatan about option exsrases, grants and mitrines: vakues:

Far e yoar ended 311211 AL 311248
Vésighted aserage S price of optines ercised (CHF) 17 [
e e N B I T e rrces s s e se s e semsamss s sssns s s s s e b s e e b e s o
Wisighled merage gant dete |51 walue ol plioss genbed (KHF) MIA £0
3BT
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Financial information
Metes to the consolidated finandcial staterments

Mote 30 Equity participation and other compensation plans (continued)

The follewing table provides agditienal informatan about options cutstanding and options exercisable as af 31 Dacernber 201 1:

Dptore outsiandng gt eesndsabile
Vizighted "W kghteed
Weighted _ Aggregte L Weghed  Aggegake L
Mumber of arage  minnsc value nemaning Humiber of memge  inlimsicsloe emaning
oplions  meencEe price {CHESLSD ol opliang Epatise price [CHE! S0 conracius
Ranpe of aueriise prices. outstasdisg YR S miligs) i (e ars) et abie [CHF ST =ilizn} T [yeais)
CHF awarts
16.21-1500 15,9075 1133 93 T 13TSTAET 9.8 11
1501-25.00 10,393,009 1876 an 13 MR oo 13
BHH-3500 AT I an 54 I6AE502 0o 54
ag 2.1 5,720, 10 o X1
an 4.5 17E12 ™M1 oo 15
ag 50 A4, T o L
an a7 93,280,727 oo 47
.6 151088733 7.8
ag Pk
ao 2.3
ag iQ
ao 34
155084713 25,831,736 oo 15918511 04
UBS SAR awards
Movemants in SAR awards were a5 folbows:
LS SAR awards
Weighted Wibighted \Weightsd
Nusnber of SAR: sverage enercise  Musber of SAR  gwerage somcie  Mumbe of 540 sveae eeerse
2011 price CHF g la] prkas CHE 200G piige CHF
56,015,091 12 ELI0T TS Q
o o Q 1
44,333 15 (160,334) Q
12,545, 350) " 12721, 7001 1"
(2120 16 [N ]| Q
55":'?1 238 12 55];”5.']“_1 ................ 2
Esergsalble, o the end of the year 4,018,634 ] 4005317 v
Trie fellowving table provides additional informatian about SARS exercses, grants and intrinsic values:
For the yesr esded 31.12.11 311210 illzog
........ 13 Iﬁ m
........ D 1
MMEEMMHHE{ISWEM iCHF) A ik 50
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Mote 30 Equity participation and other compensation plans (continued)

The follewing table provides agditicnal informatan about SARs cutstanding as of 31 December 2011:

SAR: oulstandisg AR engi sabk
. eighted Wekghted
Wisighted IR Weighted WAL
Mumber of avmje  AQpegate semainng  Wemberof smmge  Lggegate  remoning
SR maEisE mirinsc value  conlacteal SRy s inliricvave  cosratius
Range of anefidse prioss cutsiandisy  piige [(THF)  [CHF milios)  temn dpears)  eserckable  price (CHA (CHF milion}  teres [yesis)
CHF
935-1250 53,508,835 n.s a4 65 40074 InH 43 22
12.51-1500 A7,000 .53 an TS a o nmo on on
15017 50 181, 7e3 L1 a0 T4 e 1681 o T4
175 1-m o 3Te.E00 19.5% an 7 2 I 1927 on 7
0010 00 505,000 A0 an 12 a ool o on
F.35-40.00 55,031,238 4,018,634
) aluation

LIBS share awards

UIBS measures compensation expensa basad an the average markat
price of the LIES share on the grant date as quoted an the S Swiss
Exchange taking into consideration post-vesting sale and hadge ra-
stnctions, nonewesting corditions and markes condstans whene ap-
plicable. The fair value of the shade awards subject 1o pest-vesting
=ale and hedge restrictions is discownted based upon the duration
aof the post-vesting restricton and is referenced 1o the cost of pur-
chasing an at-the-money Eurcoean put aption far the term of the
transfer restriction. The weighted average discount for share and
perfarmance share awards granted during 2011 is aporoximataly
13.9 % of the market price of the UES share. The grant date fair
vahue of noficnal UBS shares without dividend entitlements akso
includes a dedwction for the present value of future expecied divi-
dends 1o be pasd batweean the grant date and distributian.

LIBS aptions and SARs awards

Sence 2000, the far values of options ard 5ARs have been deter-
mined using a standasd closed-formula aption valuation medel,
Thie expected term of each mstrument 15 calculated based o bas-
tarical employes exercise behavior patterns, taking into account
the share price, strike price, vesting period and the contraciual

life af the instrurmant. The term strecture of volatility is derived
from the implied wolatilites of traded UBS aptions in combination
with the abserved long-term historical share price wolatility, Ex-
pected future dividends are desved from traded UBS options o
from the histoncal dividend pattern. Mo optons of SARs were
granted in 2010 and 2011,

In 2009 the fair walue of options and S4Rs was determined by
means of a Monte Carle simulation, The smalation technigus
wsed a mix of implied and historical wolatility and specfic em-
ployes exerase behavier patterns based on statistical data, taking
into account the specific terms and conditions under which the
instrument was granted, such as the vesting penod, forced exer-
cises during the [ifetime, and gain- and time-dependent exercise
behavior, The expecied term of each instrurment was calculated as.
the probability-weighted average period of the time between
grant and exercise. The term structure of valatility was derivad
from the implied walatilittes of traded LBS aptions in combinatian
with the observed kong-term histoncal shase price wolatiliny, Ex-
pected future dividands were desived from traded UBS options ar
from the historical dividend pattern. The fair values of options and
SARs grantad during 2009 were determined using the following
assUmptions:

L
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Mote 31 Related parties

The Group defines related parties as assocated companses Genti-
ties which ane significantly influenced by UBS), post-empaymant
benefit plans for tha benefit of UBS employsas, key management
persannel, close family memibers of key management persannal
and entities which are, directly or indirectly, controllad or joently

&) Remuneration of key management personnel

EDINETOOOO
00000000000 0O(E05852)
oOoOooodd

contralled by key management personnel ar their dose family
mermbers. Key management personnel is defined as members of
the Board of Directors (30D} and Group Exscutive Beard (GEE).
This definition is based on the revised requirements of |45 24 fe-
lated Party Disclasures ssued in Novernber 2009,

Tre non-independent membsers of the Bol have top management employment contracts and receive pension benefits upan refire-
ment. Tatal rermuneration of the nan-independernt members of the BoD and GEE members, inchudirg those wiho stepped down during

20117, is as follows:

Remuneration of key management persannel

CHF mAon

3aan LS

Rase sadaries and other cash papments

Equily compensason besefizs®

Tatal

112

1 Dering 201, John Crgan, Crimaid | Grbed and M kst Mishouic epgd down o tha GER

3 ywa v B ogtion and 5 years b Sk 3 00N and 3000, inck ptive e ind udi it and defermed Gk 4 In 001 and J0N00, equizy

[0 applicable LK P58 squlations.

The independent members of the BaD de fol have emplayrment
or senvice contracts with U85, and thus are not entitled to benefits
upon termination of their service on the Bol. Payments to these

» Expoiress for ShaKes el ©YR20S rantind £ Paearsured 3T 1t dane and allocanid e th veding parioed, giseialy
TS

bz inchuds PEF. SEEQP and Blcbad shares dus

indiwduals fer their services as external board members amount-
ed to CHF 7.0 million in 2011, CHF 6.7 million in 2010 and CHF
&4 mlion in 2009,

b) Equity haldings

321 3020 Jnizoe
Fumber of saack ognes fioms equity paiopatios pass. heid by non-isdependent members of fhe BoD asd the GEB membess! 4,800,170 5065, 154 94M. 750
Bumber of shares Bebd by members of the B, GEG asd pares disely lisked b them? 3,562,771 4,850,196 4,180,134

+ Pale 02 "Picns 30 Gty pamicipation and o bir

ion plars” fir maw

Of the share Totaks above, as of 21 December 2011, 31 Decernber
2010 and 31 Decarnbser 2009, 5,597 shares, 5,597 shares and ©
sharas respactively were held by close family mambers of kay
management personnal, Mo shares were held by enfities which
are directly of indirectly controlled or paintly controlled by key
management persannel o their dase family membsers on 31 De-

# Enclufis shavis QIanted pnder o abis oompetation plavs with forlius provisio.

cember 2011, 31 December 2010 and 31 December 2009, Refer
1o “Maote 30 Equity participation and other compensaticn plans”
in this section far mare informaticn. No mamber of the BoD ar
GER is the benefidal owner of more than 1% of LIES AG' shares
at 31 December 2011,

Exdl
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Financial information
Metes to the consolidated finandcial staterments

Mote 31 Related parties (continued)

t] Loans, sdvances and mortgages to key managemsnt personnel

Mer-independent members of the BoD and GEE rmembaers have  duced credit risk. independent Bo0 members are granted lcans
been granted loans, fised advances and morigages on the same  and mortgages at general market conditions.

terrms and conditions that are available to other emplayees, bassd Movaments in the |oan, advances and martgage balances ane
an terms and corditions granted to third parties adjusted for re- a5 follows:

Lwans, advances and mortgages to key management personnel’

R millen 1t X0
Bsdance al the beginning of Be yeer ¥l 18
Sidehtions 0 &
Reductinre L] 14
Rdance al the end of the yaer 182 1

1 Al hosares e Secired hosares, wocept for CHF 45,4350 2010, 3 Inchudesa bod ml CHF 2.3 million that will b doigiven inthree eqea | neta Iments over C nosd thiss e, subjed oo the GEB memBer's cominued fulk
e ermphryment with UBS and his perioimance boing Stisladoy and commesaabs with b wsporshiies.

) Assodated companies

All lzans to associated companses are transacted at arm's length:

2011 Fed ] ol

Crther transactions with associated companies ane transacted at arm's length:

A of oo T the pear ended

CHE millcn FIRFRE] ETRFAL) 11208
Payments 1o sisociales hor goats and services receteed 131 138 130
Fines, ocetond for ssrvices provided 1o scciates - N 1 T I
Comritments and contisgent. lishiilies 1o sxccistes ) 5 8 U 156

Refer to “Maote 33 Significant subsidiaries and assocates” for an overview of sgnificant associates.
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Mote 31 Related parties (continued)

) Other related party transactions

During 2011 ang 2010, UBS entered into Lransactians al arm’s
length with entities which are directly or indirecthy contralled or
jointly controlled by LIBS's key management pessonned or their
dlose famuly members, In 2017, these entities included H21

Crthver related party tramsactions
CHF roiloe

Ealance a1 the beginning of the yesr
ki tions

Feductions

Balance a1 the end of the yesr!

EDINETOOOO
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Macra Fund Ltd {Cayman Islands) and mmo Heudorf &G Swit-
zerland}. In 20140, UES provided services for H21 Macra Fund Ltd
{Cawman |slands), In 2009, UBS did nat enter into amy such trans-
actions.,

2011 0K 08
Q 1 6
15 1 [
(4] 1 15}
11 1 i

110 2011 inchedes kany ared guasntesof CHF 11 milion apd enused oommitted adioes of CHF 3 milion bt eschases ururied endonailsd working capital faciities avd rused g plees of CHF O millon

CHiner transactions with these related parties mcude;

CMF milkinn 2011 20K 05
Goods sold and services provided 1o UBS =] a [
Fmes e ied for services provided by URE 2 1 ]

i Additsonal information

UBS alsa engages in radeng and msk management activities (e.q.
swaps, options and foreards) with vanous related padties men-
tioned in previcus sections. These transactions may give rse to
credit risk either for UBS ar for 2 related party tawards LIRS, As

Mote 32 Events after the reporting period

After the ssuance of the unaudited fourth guarter 2017 financial
report on 7 February 2012, management adpusted the 2011 resulis
to account for subsequent events. The net mmpact of these adust-
ments on net profit attibutable to UBS sharehalders was a los of
CHF 74 million, which decreasad basic and déuted earmangs per
share by CHF 0,07,

The pancpal change arises due 1o an agreement in peincphe
that we entered inta with a monaline insuer  March 2012 fol-
lowing dsoussions that commenced in December 2011, Under the
agreement, if consummated, certaan cradit default swap contracts
winidd be commuted in exchange for a net payment of cash. Based
an these discussians, UES has increased its credit valuation adjust-
frents in respect af thesa dedvative cantracts, resulting in a reduc-
tion of Met trading incovme in 2011 of CHF 167 milkon and & re-
lated tax benefit of CHF 28 mdlion,

Other adjustments made 1o the mcome statement in 20011 in-
creased net profit by CHF 85 milkan and mcluded mutual fund fee
income {credit of CHF 45 millicn in Wealth Management Ameri-
cas), the amartization of debt issuance fees icredit of CHF 17 mil-
lion in Conporate Canter); a credit ta personnel expenses of CHE 2

part of its normal course of business, UES 15 also a market-maker
i ecuity and debt instruments and at tenes may hedd pasitions in
instruments of related parties. These transactions are generalby
enterad into on arms kength ferms.

milan (credit of CHF 17 million in the Investment Bank and CHF 15
milon charge in Wealth Management Amencas) and a net tax
penefit of CHF 1 million in relation te these ather adpstmants.

Omn 32 February 2012, UBS isued LSD 2 bilion loss-absorbing
subordinated tier 2 notes (the “Notes”) due in 2022, The Notes
carry a fieed annual coupon of 7.25% for the first five years,
which wall be reset at the mitial Credit spread of 605.1 bs plus the
S-yaar mid-market USD swap rate tor the remainang 5 years. UBA
has the aption to redeem the Notes at the fifth anniverzary, con-
diticnal on approval fram the Swiss regulates AMNMA,

Under Bazel M capstal rules, the Motes increase our tier 2 capatal
and count lewands the progresive capital component for systenmi-
cally relevant institutions in Switzerland. Upon the ocourrence of a
defined trigger event, the MNotes will be written down o zero and
cancelled. The Motes will be classfied as debt instruments isswed
and will be aceounted for al amortized cost.

On 7 February 2012, UBS announced certain changes to its Swiss
pensian plan. The main changes, being the reduction in conses-

293
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Financial information
Metes to the consolidated finandcial staterments

Mote 32 Events after the reporting period (continued)

0N rate an retrement and an increase ta the regulsr retirement  to personned expenses in first quarter 2012 of CHE 485 milkan
age, serve in part 190 affset the impact of the mcreased life expac-  and a reduction to ureecagnized actuarial lesses of THF 245 mil-
tancy reflected i the defined benefit obligation as at 31 Decarmn-  lion. If UBS were to early adopt A5 19R, tha full impact of CHF
ber 2011, However, unlike the increase to the defined benefit 730 million would be recognized as a reduction to persennel ex-
abligation, which is largely deferred as unrecognized actuanial  penses for the year ended 31 Dacamber 2012,

losses, the changes to the pension plan will result n & reduction

Mote 33 Significant subsidiaries and associates

Slgnificant subsidiaries as of 31 December 2011

Share caplid Exguiny intesest
Compary Regisienad office Besingss dhasion’ inmilicn  acumulabed in %

AP Gemesal Paringr S,

LS Costry Servires Singapeve Fis Lid. Snpspons, Sngspie VMESE wp 55 1000
UBS Detivalies Hosg kong Limited Heng Kang, China [ HKD BEOD 1000
UBS Diulss hiaed 15 Fraekluet &m Msin, Gemany WMESE EUR 1760 100.0
1l e th W zresgement Americes, WIABSE: Nwsath Waregement & Swiss Bank, Giobal AM: Globel feset Manoag: 13 Bank, CC- (ogpoime Cenier = Shere capital and share peminm,
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htafpificant Ehrimnceciatebonting
Igificant Erimof Bmb&ontind
shara capital Equiny interast
Aegistered office Besinezs diision’ inmilion  sccumulatedin %
Mitzn, Italy 1000
Wile=stad, Hetherlands feslles 000
Wilmington, Delsware, USE 1000
hilidad Limitads bk "..th.q’ |l:l'.'||:l-
Wilmington, Delsware, USE 1000
Hetr Rey, Puerso Rico 1000
Wilmington, Delsware, USE 1000
Lusembsourg, Levesbosrg 1000
P, Sitze and G
George Tows, Capman lskands 1000
Dieklin, Irelnd G
Lusembsourg, Leveshosrg 1000
Gpcney, Australia 1000
Sngepore, Sngepore 1000
Wilmington, Delsware, USE 1000
Gycney, Ausiralia 1000
Tomnio, Camads e
Exijing, CRina 1000
Fraskfurt am Wsin, Germany 1000
Hong Kong, China 1000
Witan, ity 1000
Tokyo, Jzpan 1000
Snpapore, Sngepoe 000
T, Tsiman 1000
London, Grest Britsn e
Wilmigton, Delaware, LSA 1000
London, Grest Brisn e
London, Grest Britan 1000
London, Grest Britsn e
vz, Linchtusstein 1000
51 kohn, Canada e
Semel, Soeh Korea AT
Terich, Swmitedand LT
Amstorcam, the Hethedands 000
Hang Feng, China 1000
Diehiin, Iefand 000
Tomnio, Casads ]
LIBS ikakia SI SpA " Mian, Htaly 1000
o T s
1UBS Life &G Terich, Switoerland {0113
LB Lifie Inzerance Compasy LisA Sarramesty, Calfomia, Ui 16010
1UBS Limited London, Grest Britan {0113
1UBS Loam Fnance LLC Wilmington, Delsware, 52 16010
L/BS Meskl Degerler A5 Iztasbud, Turkey 1000
LIRS Nerw Zealand Limised Azckdand, Mo Tealand 100
LUBS O Consar Limited London, Grest Britan 100113
LIBS 0 Coneor LLC [icwer, Celasara, LSS ]
L85 Frefemed Funding {lersey} Limited 1. Helio, fersey 1000 |
LIRS Erefemed Funding Cosmpany LLC W Wilmington, Delsvare, 56 10110
1l e th W 2resgement Americes, WIARSE: Nwsath Waregement & Swiss Bank, Giobal AM: Globel feset Maragement, |E: Irsestmert Bznk, CC Cosporte Center = Shere captal and shaie premism,
285
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Financial information
Metes to the consolidated financial staterments

Mote 33 Significant subsidiaries and associates (continued)

Significant subsidiaries as of 31 December 2011 {continued)
shara capital Equiny interast

Compamy Aegstered office Besines dhision’ inmilicn  acumuleted in %
UBS Prafemed Funding Cospany LLC W Wilmizgton, Delsware, LSA 1000

Ead Hombrerg, Germany 1000
Wunich, Germasy Q29
Wilmington, Delaware, LS4 1000
Eosion, Mazsachustts, A G
Aiyaxdh, Saud Arcbia Tan
Banghok, Teaiasd 1000
Hong Kong, China 1000
Gpcney, Australia 1000
Tamnio, Casads 1000
Madrid, izain G
Paxi, France 1000
Hang Feng, China 1000
Mumbs, Indiz 1000
London, Grest Britsin e
Herzliya Fituach, krael 1000
Gearge Tows, Capman bnds 1000
Tokyo, Jzpan 1000
Wilmington, Dalsware, USE 1000
Kuala Lumpu;, Malaysia 1000
heakat City, Phiippines 1000
Sngepore, Sngepore 1000
Sensl, 5ozt Korea e
ferakor, Poland 1000
Santhen, Somth Africa e
Terich, Switeedand 1000
Wilmington, Delsware, USE 1000
Hemsas, Behama: 1000
Gearge Tows, Capman lsbnds 1000
1. Helio, fersey 1000
Snpapore, Sngepoe 000
London, Great Britzn 1000
Gpcney, Australia 1000
Herzliva Fituach, kracl 1000

1l e b B erospement Americas, WIARSH: Wwsath W regement & S Bank, Giobal AM: Glabel deoet Marosgement, B Iesestmeret B2nk, CC Cospoirte Center = Share captal ard shane preminm,
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Mote 33 Significant subsidiaries and associates (continued)

Changes in the consalidation scope 2011

Share capiid Equiiy isterst
M sagrificant, Tully consclidaied companias. Fegsierad ofice Bresingss dhasion’ inmilicn  accemelaied in %
APPA Gomecal Pariner Sl wemhourg, Lew mbioerg Glotal A ELIR oo [k

S Sscuities lapan Fregasion Go, Lid  Takyg, Japan E I B5080 10,0
TR W M aregemari Fereticas, Global AM: Ghisal e Wi regerend, 8: needlmedt Dark.

Significass deconsclidated companias Fogisterad ofice Raron for deconsclidation
125 Fand Sorvices (Leambomg) 2 A, Puland Beanch R O ] Ligidatnd
UBS Frafemed Funding Company LLE 1 wilmingtan, Dalawars, U5e Liguidated
Significant associates as of 31 Decembes 2011

Laspany Frgisterad off o Indiiry Ecpuilly isbiestt in %
304 Group AG' Zusch, Imilzerlasd Frascid 173
1S Seeurities Ca Lisited Bejing, Ching Tinascid B B 0
T UES B repesenied it he o of Duedos

Mote 34 Invested assets and net new money

Imvested assets indude all client assets managed by or deposited
with U85 for imvestment purposes, Invested assats indude man-
aged fund assets, managed mstitutional assets, dsoretionary and
actvisary wealth management portfalios, fidudary depasts, time
depasits, savings accounts and wealth management securities or
brokerage accounts. All assets held for purely transactional pur-
poses and custoch-onky assets, includeng corporate chent assets
held for cash management and ransactional purposes, are axclud-
ed from swested assets as the Graup only admenisters the assets
and does not offer advice on how the assets should be invested.
Also excluded are non-bankable assets (e.g. art collections) and
deposits fram thard-party banks for fundeng or trading purposes,

Discretionary assets are defined as client assets whach UBS de-
cides howe to invest. Other inwested assets are thoze where the
client ultsmately decdes how the assets are invested. When a
single product is created in one busness division and sold in an-
ather, it is counted in bath the business division that manages the
imvastrment and the one that disinbuies it. Thes resulis in doubde
counting within UBS total imvested assets, as both business divi-
sians are providing a senice independenthy o their respective ci-
ents, and both add value and generate revenue,

Met new maney in a reparting period i the amaunt of invested
4ssets that are entrusted 1o UBS by new and existing dients less.
those withdrawn by existing clients and dients who terminated
their relatsanshig with L85,

Met new money is caloulated using the direct method, by which
flows and outflows to/from invested assets are detarmaned at
the client kevel Dased on transactions. Interest and dividend in-
corme from imested assets is not counted as net naw monsy in-
flove. Market and currenssy mavements as well as fees, commis-
sionz and interast on lzans charged are excuded from nat new
maney, as are the effects resulting from any acquisition ar divest-
maent of a LIES subsichany or business, Redassifications betwean
wivested assets and custody-onky assets as a result of a change in
the service level deliverad are reated as net new monay flows.

The Investment Bank does not track invested assets and net new
maney, However, when a dient is transferred from the Investment
Bank 1o anather business divisan, ths produces net new momey
even though ceent assats were already with LES. Net new money
for 2010 inchuded inflows of CHF 3.7 billion resulting from transfers
af Investment Bank dients to Wealth Management, s part of the
Global Farmily Office initiative, compared with 2era in 2011,

i
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Mote 34 Invested assets and net new money (continued)
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#5 of or for $e year endad

EARFRL 31210

Nat new money (doubla counts included)

Mote 35 Business combinations
Business combinations complated in 2011

In 2011, UBS campleted acquisivans in Global Asset Manage-
ment and in the equities businass of the Investment Bank. The
aggregated acquistion costs of these twa acquisitions amountad
10 appraximately CHF 54 mdlion of which CHF 11 million related
to gesadwall, CHF 20 malion 1o mtangdble assets, and CHF 23 mil-
liors to other net assats. Intangibde assets from both business ac-
quisitions included customer redationshios and benefidal can-
tracts. The aggregated acqussition costs included cash payments
af CHF 44 milkan and contingent cansideration of CHE 10 millicn,
indudireg CHF 2 rillian in restyicted UBS AG shares.

Business combinations in 2010

In 2010, ra significant business cambinatians were campleted.

Mote 36 Discontinued operations

20m

In 2011, there ware no decontinued operations.

2010

In 2010, private equity inwestments sold in price years contributed

& subsequent gain of CHF 2 million to UBS's net profit from dis-
continued operations.

398

Business combinations completed in 2009

Acguistion of the commadsty index business of

AlG Finanaa Products Corp

In May 009, LBS completed the acquisition of the commedity
index business of AIG Fnandal Products Corp., miduding AIG's
rights 12 the DI-AIG Commodity inded, This cammadity index
[business comprises a product platform of commodity index swaps
and funded notes based on the benchmark Dow lones-41G Com-
madity Index (D1-ARGC0. The cost of the business commbanation,
including directhy attnibutabde transaction casts, amounted 1o CHF
74 millicn 450 65 millian) of which CHE 17 millics 4950015 mil-
lion} was paid ;n cash upon dosng. The remaining payments,
based wpon future 2amings of the puschased business, were
miade in 2070, The cost of the business combinatian was alkacat
ed 1o Intangible assets of CHF 40 millien 450 35 milkon) and
Goodwill of CHF 34 millicn (S0 30 million). The business of AlIG
was integrated into LUBS'S Inwestment Bank.

2009
In 200%, private equity ifvestmants sald in prior years contributed

a sulbsaguent boss aof CHF 7 million to LIBSS net profit from discon-
Tinued operations.
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Mote 37 Reorganizations and disposals
Restructuring 2011

I 2071, we recagnized restructuning chargas of CHF 403 mdlion
assocated with our cost reduction program. These charges reflect
costs related to both persannel and real estate. Further, 2011 in-
cluges restructuring <harges of CHF 7 mdlion in Glabal Asset
Managemment related te the ING Investment Management busi-

EDINETOOOO
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riess acquesition and the reversal of prier restrectunng-related
proveions of CHF 30 millien {whergaf CHF 10 million in the
Imsastment Bank, CHF 9 million in Wealth Managemeant Americas,
CHF 2 millicn in the Corporate Center, CHF 2 million in Wealth
Management and CHF 1 million in Global Asset Management),
The table below shows the detaibed breakdown of restnectunng
charges bookad in 2011,

Wealin
¢ & t Global assey Inwsstmaant Comonans

Svams Bank Americas Masagemes: Bask LCenber UBE

‘izalth Rotal &

W million Mansgement Corparaie

For the year ended 31 December 2011

B4 = 5 19 ) w1
16 3 z G 12 53
Depracation of prapery and equisment® P 1] 2 1 1 pisl
Tatal B2 i1 10 Pl 15 380

1 Weiny refleting real estabe retabed provisions far oneses bemes 1 Pefleting the impal ment of sl sstate guste

Mote 38 Currency translation rates

Thie follewing table shows the rates of the main currencies used 1o translate the financial information of ouwr foreign operatians inte

Swwiss francs:

Spat rate Bperage rate

ol iy e
FIRFAL 31210 i RN AR .02.09
.54 (EE EE] 104 108
12 B S = I |
146 145 L 162 1.m
1.22 115 1.11 1.13 1.16

100 Y

1 Wonthly incorme statemen e of fasion operstians witha e ional cumency wnnm1mw-ﬂlmﬂmmlnm1m Disionad aerage iale [0 3 Y81 Iepusen an awetage of

Dk 8 O -l iy W) e aconiefing 0 th imcome: and sepense wokumes of al Toreige op

Tanctional cemency 1 sach mamh.
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Financial information
Metes to the consolidated finandcial staterments

MNote 39 Swiss banking law requirements

The consalidated Financal Statements of LBS are prepared in ac-
corgance with Imernational Financial Reperting Standards (IFRS).
Thie Gusdelines af the Swiss Financal Market Supamvisory Author-
ity §FINPAA) require banks which present their finandial statements
under IFRS to provide a narrative explanation of the main differ-
ences between IFRS and Swiss GAAP (FINMA ciroulas 08,2 and
the Banking Ordinance. Includad in thes nete are the sigrficant
differences in regard to recognition and measurement between
IFR% and the prowisions of the Banking Grdinance and the Guide-
limes of thi FNMA governing finandal statement reporng pursu-
ant to Article 23 through Artcle 27 of the Banking Ordinance.
Thie asfferences outlined m points two theaugh nine alsa apply 1
thae Parent Bank statutory accounts.

1. Consalidatien

Under IFRS, all entities which are controlled by the Group are con-
solidated.

Under Swiss law, only entities that arz active in the field of
banking and finance and real estate entities are subyect 1o con-
salidation. Entities which are held temposanly are generally re-
cordad as finandal investmeants.

2, Financial investments avallable-for-sale

Undes IFRS, Financial investments available-for-sale are carried at
fair value. Changes in fair value are recorded directly in eguity
untd am imvestment is sold, collected or otherwise disposed of, or
untd ar investment is determined ta be impained. AT the time an
avadable-for-sale investment is determined to be impaired, the
cumulative unrealized loss previously recognized in eguity is in-
cluded in net profit ar loss far the period. On disposal of a finan-
cial invesiment available-for-zale, the cumulative unrecognized
gain ar loss previowsly recognized in equty is recognized in the
ineome staterment.

Under Swiss law, finandial investmeants are carried eithar at the
loweer of cost or market ar at amortized cost kss impairment with
changes in megsurement recorded in the inceme statement. Re-
ductions 1o market value below cost and reversals of sudh redue-
tions up to original cost as well as gains and losses on dsposal are
induded in Cther income. Permanent aquity investments are clas-
sified on the balance sheet as Investments in subsidianes and
ather particpations and are measured 2t cost less impairment
with impasrment losses recorded inthe incorme statement.

3. Cash flow hedges
The Growp uses derivative instruments 1o hedge the expasure
frarm warying cash flows. Under IFRS, when hedge accounting is

applied the fair value gain or koss on the effective portion of the
derivative designated as a cash flaw hedge & recognized in equity.

400
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When the hedged cash flows matenialize, the acourmulated unrec-
ograzed gain or loss & reakzed and refeased to income.

Uniar Swiss law, the effactive portion of tha fair value change
of the demvative instrument used to hedge cash flaw exposures &
ceferred on the balance sheet as ather assets or other liabdities,
The deferred amounts are rebeased 1o incame wiven the hedged
cash flows matenakze.

4, Investment property

Under FRS, investment property s carried at fair value, with
changes in fair value recognized in the income statement.

Under Swiss law, swvestment property i carried at amortized
cast bess any accumalated depreciation less impairment losses un-
less the investment progery is dassified as held for sale. Inwest-
ment property clasified as hald for sabe is carried at the lower of
cost or market.

5. Fair value option

Under IFRS, the Group applies the fair value optan ta cartain fi-
rancial assets and financal lizbilities, mainly to hybrid debt instru-
meants, Instremeants, far which the fair value option & applied, are
accourted for at fair value with changes in fair value reflected in
Net frading income. Furthermiore, LIBS desgnated <ertain kaans,
loan commitments and fund investments as financal assets desig-
nated at fair value through profit and |oss,

Linder Swiss accounteng rules, the fakr value option s net avail-
abbe except for issued structured products that cansist of a debt
host contract and a bfurcatable embedded derivativeds). Howev-
ar, changes in fair value attributable to changes in own credit ane
mat recognized in the income statement.

6. Goodwill and intangible assets

Under IFRS, goodwill acquired in a business combination is not
amertized but tested annually for impairment. intangible assets
acguired in a business combination with ar indefinite useful life
are alus rot amartized But testad annually for imgasr ment.

Unaer Swiss law, goodwill and intangible assets with indefinite:
usaful lives are amortized over a penod naot exceeding five years,
unless a longer useful life, which may not excesd twenty years,
can be justfied.

7. Discontinued operations

Under certasn conditions, IFRS requires that nan-curment assets or
disposal groups be dassified az hald for sake. Disposal groups that
meat the criteria of discontinued cperations are presented in the
incoame statement in a single ine & net incame fram discantinued
operations,

365/432

oOoOooodd



EDINETOOOO
O00000000000(Eos852)
Oooooood

366/432




Financial information
Metes to the consolidated finandcial staterments

EDINETOOOO

00000000000 0O(E05852)

MNote 40 Supplemental guaranter information required under SEC rules

Guarantes of PaineWebber securities

Folloaing the acquisition of Pame Webber Group Ine. {“Pairne-
Webiber”), U85 AG entered into a full and unconditional guaran-
tee of the senior and subordinated motes and trust preferred
seourities (" Debt Securities ™) of Painewebber. Price to the acqui-
sation, PaineWWebber was a SEC regestrant. Upon the acguisition,
PainevVebber was merged into UBS Americas Inc., a whally-
awned subsidiary of LIBS AG,

Under the guarantes, if LBS Americas inc. fads o make any

Supplemantal guarantor consolidated income statemaent

tirmely paymant under the Dot Secunities agreements, the hobdes
af the Debt Secuntes or the Dedt Securities trustes may dermand
payment from UBS AG without first procesding against LBS
Amencas Inc. UBS AGS obligatons under the subordinated note
guarantes ane subordinated to the prior payment in full of the
deposit and all other liabilites of LBS &G,

The mformatan presentad in this note & prepaded in acood-
dance with IFRS and should be read in conjunction with the Caon-
selidated Financial Statements of LIBS of which this information &
4 part.

£HE mian UES 4G UBS Consclidatng
For the year andid 31 Decamber JO11 Farent Bank'  Armericas Inc, Subsidiaries ELries LIES Group
""""" 15,311 2,810
......... e T
4,057 1,808
Covditloss fesponsedieconery 10E) 1®
Ne intesest iscome afer credit koes expense 4,361 1,028
......... e e
......... Pt e
855 o
......... s s
Tatal aperating mcome 16,954 8,250
e eeeeemeeseee et e s e e et e e e
Feronsel expesses 0,712 5218
......... e S
584 T
......... |:- .
Amotizon of imenghle meees 26 o
Tatal aperating expenses 11,875 7,658
Operating profit from coetiruing coerations befere tas 5078 534
Tan expense! benedit] Clle Bl
Met prafit fram cantinuing aperaticns 4,159 4T
Ne2 profit from discontisued opersson: [ [
Met profit 4,159 4T 454 58] 4427
Ne grofit attribetabie 40 non-conioling imerests [ F 285 [ 240

Meet profit sttributable to UES shareholders

4,155 4T 158 [858) 4,155

1185 A3 Parent Bank poepyoes ios aud ted i ra el stetemess in acoowd 2 pos wist Sepm hanong ke reguisents. Smouats pressmed in this colum seave s a besis for preparing GH.FMMIl‘fIE
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MNote 40 Supplemental guaranter information required under SEC rules (continued)

Supplemental guarantor consolidated balance sheet

4,757
339
5177
12,40%
1,219,740

63,340
15,458
38,030
J2,259
457,112
55,31
84 388
321,352
4,530

125,251
24,328

Tatal liabilities 1,232,944 297,655 381,440 {550,230) 1,351,308
Equity attributable to UBS sharshalders 7,287 5,043 20,128 {58,017} 53,447
Equity atiribesable 10 non-costrcling interests. o 1} 4,408 0 4,406
Tatal equity 7,287 5,043 24,532 {58,017} 57,852
Tatal liabilities and aguity 1,219,740 302,658 405,571 (60S, 248} 1,419,162
1 LIES AfG Parent Bank tinarcial with e iy this ool rn Seeve2s.a basis bor proparig Gross Finanda | Statements erder IFFS.
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Financial information
Metes to the consolidated finandcial staterments

MNote 40 Supplemental guaranter information required under SEC rules (continued)

Supplemental guarantor consolidated statement of cash flows

CHF mAen LEE AG UES
Far the year @nded 31 Decambes 2011 Parunt Bank"  Amerkasinc Subsidiarkes USS5 Group
Mot cash flow fram/{usad in} cperating activities {12,251) (5923 {1,057} (14,241]

Cash flow fromf{usad in} inwesting acthvithes

of fisandal i i labile-for-sale 18,125 1,185 (3} 20,281
Mt cash flow fram/{usad in} investing activities 18,335 1,142 [101p 18,377
Cash flow from/(usad in} financing activitiss

Kt aciivity in imvastmants in subsdianes E40 | 354] (274} o
et cash flow from/{usad in} financing activities 12,6001 1177} 5457 1,670
fectiof peckange ratg dfforsnss. wan ma 1w {2.138)
Net Incrwaca(decmase] n cach and cashaqubvaleats B A ot SO 578
Lash and cash geivalents o tha bagnneng of the year B3,552 4,003 10,335 TH 534
Cash ard cash equivalents at the end of the year 66,421 4,338 14,736 85,812
Cash and cash equivalents comprisa:®

66451 4,238 14,736 85,612

1 LIES A% Parent Bank: inarcil roesanoe mkkh iing b P I this cod o serve 5 a basks e preparing Goup Francal Staiemetsusder [FRS.
= I 301 1, we hrws refined the Sefinition of cash and cash equialems Paor perkods have been adjusied aooosdingby. Refer to “Hoke 1 Summary of signifiaint acooenting patcdes” for moe Information. 1 Masey
market paper ks incleded In the balance sheet under Tading porfolio ases and Fiaancial irvesomenes axalla bledoesale 1 Inchedes poskions sscogeired In the balance shest under Dus from banks and Cash ool
leteral receizbles on desative instruments.
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MNote 40 Supplemental guaranter information required under SEC rules (continued)

Supplemental guarantor consolidated income statement

CHF mifien WUEBS AG

For 80 year anded 31 Peoambes 2010 Farant Bank'

15,7338

[12,153)

EREE]

[

LT

123

GATa

1,384

1,515

0,749

.20

210

678

e l:

Amorigation of intasgible aats 2

‘Tatal cperating saparses 12,581

Oparating profit from continuing operations before tax 158
Tan apense/ beseds) 633 (1,1501 136 [ [EA
Mat prafit from continuing cparations 1524 1,454 [268] {1,384} 7836
Ml prodit from discontirued nparations a a i [ F
Ml prodit 1524 1,454 [265] {1,384} 7832
Mt prodit atiribetable o son-cosycling interasis a a E o E
Mat profit attributable to U85 sharaholders 1534 1,554 [5) {1,384} 7,534

1 LIES AG Farent Sank §Hepd s s awditer inancil Sabeme s in accorance mth Sewiss Ban g by e this colermn Servea5a basis ki prepring ‘Grows Finasdal Scatements ender IFFS.
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Financial information
Metes to the consolidated finandcial staterments

MNote 40 Supplemental guaranter information required under SEC rules (continued)

Supplemental guarantor consolidated balance sheet

{025,121}

45,191
23,893
45,034
54,854
00,976
547
135,113
3,088
Tatal liabilities 1,165,349 13,578 388,568 {485.501) 1,065,384
Equity attributable to UBS shamhalders 24,334 4,408 19,388 1300 45,850
Equity attribetable 40 non-coairoling inferests. a 1% Exer ] o 5,043
Tatal equity 24,324 4,473 PL A 151,311} 51,663
Total liabilities and aguity L4583 41,001 73,384 ER Lo 1311247
1 LIES A Farent Bank firarctl n wih v rexy T asa borsk for prepad ng Geou ureker FFE.
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MNote 40 Supplemental guaranter information required under SEC rules (continued)

Supplemental guarantor consolidated statement of cash flows

CHE mAlen UGS &G LIS
For te yoar anded 31 Decambes 7010 Pasant Bank' Amaricas it Subesidearias. LIRS Grosp
Mat cash flow from {{used in} operating activities 16,118 [EREE] S440 13,24

Cash flow fromf{usad in} inwesting acthvithes

asilahk-forsalie

Mt cash flow fram/usad in) investing activities
Cash flow from/(usad in} financing activitiss

Mat acivity i iswesimants in subsdianies
Mt cash flow fram/{used in} financing activities

Lach and cash ageisalents ai the bagnning of the year
Cash and cash equivalents at the end of the year
Cash ard cash equivalents comprise-?

%
Tatal 5,543 4003 19334 LEEEL

1 LIES AG Parent Bank presaes ks a9died firancil Sabements in wth I this coduma sene E5a bﬂhp‘lﬂ‘hgﬁn'ﬂ'l.dl!ﬂ:l_l-ﬂm
2000, nmmmm-ﬁm-ﬂmndummammmmmmmmmmmnmqiwﬁtmmn for mone imlaimatian. 3 Woney
ekt papar b nelaed in the bafarer shoet under Tl ing portolo axsets ared Financii iemens e bable-4rsake. CHF 5,581 milkon was peoed 25 of 21 December 2000, 4 Inchades postions recogaiozd
in the babance sheet mmder Due fom Bankz ard Cazh oobaten| recetvebles o Servative tioments. 3 In 2011, 'we coneded e amounts presested for Dues from baaks with sefated changes.impecting ch
fioees hom opeining adiwties. Daefom ks mes nceesed by CHF H!nrlllmnniI:HF-MHrrh'lhlﬂ.ﬂhﬂlﬂﬂrﬂmmm-ﬁlmlﬁmzim!ﬂmmlt.
af CHF 5,424 milion. These was ra change o amaunts prezntsd for USSE Groug sdated o this moedon.
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Financial information
Metes to the consolidated finandcial staterments

MNote 40 Supplemental guaranter information required under SEC rules (continued)

Supplemental guarantor consolidated income statement

CHF mifien WUEBS AG
For te yoar anded 31 Decambes 7005 Fargn! Rank’

18,798

Amerigation of intangitle awats l
‘Tatal cperating saparses 1417
Oparating profit from continuing operations before tax [2.555)
Tas eopense heneft] Fal]
et profit from continuing cparations 12,738
Mt prodit frem discontirued oparations a
Ml prodit [2,728)
Mt prodit atiribetable o son-cosycling interasis a
Mat profit attributable to U85 sharaholders [2,738) (1,511] .65 {1104} [2,736)
1 LIES: AG Farent Sank prega 1es s awdited rancial Sabements in accoance mith Swhs Banking by reg. - £ in s caly a5 barsks or prepad ng Gaou et FIE.
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MNote 40 Supplemental guaranter information required under SEC rules (continued)

Supplemental guarantor consolidated statement of cash flows
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CHE mAlen UGS LIS
For te yoar anded 31 Decambes 7005 Pasant Bank' Amaricas it Subesidearias. LIRS Grosp
Mat cash flow from {{used in} operating activities 0832 (1,784 SX et BA 113

Cash flow fromf{usad in} inwesting acthvithes

of fisandal i asilahk-forsalie [CERE]

Met cash flow fram {(used in} investing activities (53,8371

Cash flow from/(usad in} financing activitiss

tat achity in isvastmants in subsdiaries 40311 2418 1614 ]
Nt cash flow from/(usadnf financieg actllies. i L fc s S {34183
Effacis of muckange rato differsncas 540 414 B3} 5 L0
Mot ncmssa/idecrace) Incoh andcnhequivalests tehaEl L O {30,744
Cach and cash agsiealents at tha beginning of the yasr T4 508 15505 18,100 13611
Cash and cash equivalants at the and of the year 51,487 11 19854 Tame
Cash and cazh squivalonts comprisa-?

Tatal 1,11 196454 FFE- ]
1 LIES AG Farent Sank §kepa s s awditer rancl Sabeme es in accorance mth Swiss Ban g b e this colermn Seevea5a basis ki prepering ‘Grows Finasdal Scatements ender IFFS.

3 In 201 1, w2 hares refined the delinition ol cash and cash cquisakencs. Prior periods have been
merket paper b incheded in the balarce sheet under Tading perloi
in the balapce sheet under Due from teaks erd Cash collwize| reosma bles on derfrabee nstiomeris
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Financial information
Metes to the consolidated financial staterments

MNote 40 Supplemental guaranter information required under SEC rules (continued)
Guarantes of other securities

UBS AG, acting through whally-owned Us-domiciled finance subsidiaries, has issued the fallewing cutstanding trust preferred
sacurities:

Guarantes of gther securities
155 b, wfess athanyiss imakcatad Qutstanding as of 31.12.11
Esung eniing Trpe of secusy Date tsswed Interest {%) Amount

ane-manth

Fnating rate nos-remulaiies tust predarred securitias

LIBS AG has fully and wnconditionally guaranteed thess sacurities,  Guarantee to UBS Lid.

UB5% cbligations under the trust preferred securities guarantee

are subordmated 1o the peior paymentin full of the deposit and all  UBS AG has issued a guaraniee to each counterparty of LIBS Lid.
other liabilities of UBS. A&t 31 Decembsar 2011, the amount of s2-  Under the guarantee UBS AG irrevocably and unconditionally
nior Babilities of UBS to which the holders of the subordinated guarantees, for the benefit of each counterparty, each and every
debt securities would be subordinated is approwmmately CHF - obligation that LIBS Ltd. entered into. UBS AG promises to pay to
1,354 kallion, that counterparty on demand any unpaid balance of such Bakbili-

ties urder the tesms of the guarantee,
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UBS AG (Parent Bank)
Parent Bank review

heomdatenat

Met profit for UBS AG {Parent Bank) was CHF 5,440 million, a
decrease of CHF 5583 million fram a profit of CHF 6,123 malier in
1010,

MEt interest mcome
Met interest incame increased oy CHF 1,171 million, ar 34%, 1o
CHF 4,597 million. Interest and discount income increased by
CHF 234 million, or 2%, mainly attributable to higher interest
income fram sacurities borrowing and reverse repurchase agras-
mients. Interest and dividend income from our trading posticlio
decreased by CHF 452 mallion, or 10%. Interest and dividend
income from financial irmestments increased by CHF 155 million,
ar S0%, mainly relating to income from our strategic investment
portfolic in the fiest nine menths of 2017,

Interest experse decreased by CHF 1,235 milkon, or 10%,
due to lower interest expenses on paper issued and on trading
liabdities.

Mt s anG CoMmmassion INComse
Met fee and cammission income decreased by CHF 931 million, or
13%, to CHF £,373 milion.

Fee and commission income from securities and invastment
business decreased by CHF 1,631 mdlion, or 19%. Undenwriting
fees decreased due to an overall market slowdown resufting from
volatibty in the capital markets and a reduced market fee pool.
Particlio management and adwizory teaes as well as investment
fund fees decreased mainky due to a lower average invested assat
baze and the strengthensng of the Swiss frang, A decrease in bro-
kerage fees realted from an cverall market sk, with k-
er transactional volumes and reduced levels of dlient activity.
These decraases were partly offset by an increase in mernger and
aoquisiton and corporate finange fees, which reflected an im-
prowed mergers and acquisitions envisanment including the com-
pleticn of several large deals.

Fee and commission expense deareased by CHF 69% million, or
34%, mainly due to lower brokerage fees paid,

Net trading incoms

Met trading income was CHF 3,545 million campared with CHF
6,507 million ir 2010, vestment Bank equities and investmeant
banking net trading income was negative CHF 53 million, com-
pared with positive CHF 1,890 million, mainky as we recarded a
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loss of CHF 1,957 million related to the wunauthorized trading
incident in 20711, Investment bank fixed income, currencies and
commadities net trading income was down CHF 148 million, or
1%, 10 CHF 2,212 million. Met rading mcome in other business
divesans and Corporate Center was CHF 1,286 milkon cam-
pared with CHF 2,285 million, mainly because in 2011 we re-
corded & loss of CHF 102 million on the valuation of our option
10 acquire the SME StabFunds equity campared with a gain of
CHF 745 millian in 2010,

Cher income from ardinary activities

Other income from ordinary activities was CHF 2,508 millian,
up CHF 1,338 millicn, or §2%. Met income from dispasals af
financial investrments increased by CHF 805 million, mainky
dug toa gain of CHF 852 million fram the sake of cur strateqic
investment portfolio, Dividend income from investments in
subsidiaries and other paricipations decreased by CHF 945
millic.

Sundry income from ordinary activities was up CHF 309 mal-
lion, or 22%, to CHF 4,441 million. Sundry income incleded
incarme recerved from subsidiaries for services rendered of
CHF 3,676 million, an increase of CHF 176 mullian, or 5%, cam-
pared with the prior year. In addition, sundry income incleded
valuation gains from financial investmeants of CHF 454 millian,
which mainly reflacted the reversal of unrealized losses incurred
on the strategic investment portfolio in 2010 which were re-
corded as sundry ordimary expenses. Gains from disposals of
loans and receivables were CHF 233 million, up CHF 189 million
from the prior year.

Sundry ordinary expenses waere down CHF 258 million,
aof 25%, to CHF 2,554 millien. Charges from subsidianies far
services recaived were down CHF 283 mallion, or 10%., to
CHF 2,522 million. In addition, the prior year incleded unreal-
ized losses on finandal investments of CHF 573 million, mainby
refated 10 our strateqic investment portfelic,

Operating expenses

Parsonnel expenses decreased by CHF 1,991 million, or 19%, to
CHF & 209 million, Discretionary variable cormpensation decreased
by CHF 1,448 milkon 1o CHF 1,821 millicn, Expenses for sodal
security decreased by CHF 216 million as a result of the lower vari-
able compensation. Other personnel expenses deoreased by CHF
239 million, mainly as the prior vear included a charge of CHF 200
million for the LK bank payroll tas.
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Financial information
UBS AG (Parent Bank)

Impairment of mvestments in subsidiaries and other particapations
Impairment of Fvestments in subsidiaries and ather paricpations
decreased by CHF 1,269 million, o 88%, 1 CHF 165 millicn,
Impairments in 2010 were mairnky related 10 unfavorable fareign
currendy impacts on US subsidiaries as well as subsidianes in vari-
ous other countries.

Extraordsnary incone

Extraardsary mcome desieased by CHF 2,069 million, or 52%, 1o
CHF 1,888 milion. Gains from sale of subsidiaries and other
particpations decreasad by CHF 409 millicn due to fewer dispes-
ahs in 2011, Reversals of impairments and provisions of subsidiar-
ies and other partcipations decreased to CHF 1,352 million in
201 fram CHF 2,337 millien in 2010, In 2011, ret impairment
reversals were 1o a large extent related to positive forsign our-
rency impacts on the valuation of US subsicianies. Prior pericd ra-
latedd ncome decreased 1o CHF 280 mdlion from CHF 968 million
and mainly related to equity compensation plans, hedge account-
ing and financial liabilities designatad at fair value.

Extraordinary expenses

Extraondsnary expanses mcreased by CHEF 471 million to CHF 849
millign, mainly related 1o increased pror pericd related axpensas,
which increased CHF 479 million and mainly related to hedge
accounting charges, valuation gomections on issued stneciured
prodiucts ard swestmnents in subsidiaries and other partcipations,

Tax experda

Tax expense for 2011 was CHF 232 million compared with CHF 25
millicn in the prior year and consisted of CHF 122 mdlion in in-
Covmie tax expenses, manly related 1o prior vears, and CHF 40 mil-
ligey iry capatal tax expenses.

Deferred tax aszets are not accounted for and reported in the
Farent Bank's financial statements which are prepared in accor-
dance with Swiss Faderal banking law. As a consaguence, there s
ne amoartzation of deferred 1ax assets for tax losses used against
prodits anising fram business operations.

Balance shest

Assats

Tatal assets of the UBS AG (Parent Bank} stood at CHF 846 billion
on 31 December 2011, down CHF 17 hillion from CHF 862 billion
an 31 Decemiber 2010, This decrease mainly reflected lower man-
oy market paper and trading instrumants hald, as wall s the sale
of the strategic irvestment portfobo which was held as a finanoal
immstment. These decreases were partially offset by inoreased re-
wverse repurchase agreements with banks and other customers a3
wiell as higher Bguid assets held at the Swess Naticnal Bank (SMB).

Liguid assets and money market paper

Liquid assets inoreased by CHF 12 hillion to CHF 38 bilkon on 31
December 2011, predominantly reflecting higher balances with
thie SME. Money market paper decreased by CHF 32 bilion to CHF
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41 bilkon on 31 December 2011, primarily due to decreasas in
Swiss, Japaness and LIS government bills.

Due from banks and due fram customers

Total due from banks ncreasad by CHF 25 billion to CHF 231 bil-
lian an 31 December 2011, mainly reflecting increased reverse
reprchase agreements with LBS bank subsidiasies, in particular
in the Americas and Asia, This was partly offset by lower bank
deposits, predorminan thy with UBS bank subsichanes in the Ameri-
cas and Asia.

Due from custorners increased by CHE & billion to CHF 148 bil-
Bon, due 1o an increase of CHF 7 billion in the loan book (excduding
mestgage loans) as a result of higher dermand frem Asian and Amer-
wcan chents. Reverse repurchase agreements and securties Dorrow-
ings with oustomers inoreased by CHF & hbillion, equally across all
regions. These increases were partially offset by dient-driven lowear
prire brokerage loan balanoes, whech were down CHF 7 bdlan,
mainly in the Amencas and 10 a lesser extent in Eurape.

Trading balances and financial mvestments
Trading balan<es in securities and precious metals decreased by
CHF 19 bilkon 1o CHF 120 Blion on 31 December 2011, with
cebt instruments down by CHFE 12 bilion. Equity instruments
were down by CHF 3 billion.

Financia investments dedined by CHF 15 billion to CHF 20 bil-
lion on 31 Decernber 2011, prirmanly due to the sale of aur stra-
tegic investment porfclio.

myestment in subsidianies

Investments in subsidiaries increased by CHF 2.9 hilkon to
CHF 24.0 billion on 31 Decemnbser 2011, This was maink due to
net capital mjections of CHF 2.4 billion, as well as reversals of
impairments of CHF 1.4 billion which were attributable to positive
foreign curmency translation impacts. These increases were partly
offset by reductions of CHF 0.8 billion & & result of foreign -
rency translation losses reconded o net trading income on bor
rawings used 19 fund the respectve investments, and the impair-
ment of investments in subsidiaries of CHF 0.2 billion. The
termination of the match-funding concept as of 31 Cclober 20717
and the change in accounting palicy with regasd to the foregn
currency translatan of investrments in subsidiaries resulted i an
increase of CHF 0.2 billian.

Positive replacement walues

Positive replacerment values, which are reported on a net bass
prowded the master netting and the related collateral agresments
are legally enforceable, were stable at CHF 65 billion.

Liabilities

Money market paper issued increased by CHF & billion ta CHF 57
billsary ere 31 December 2011, mainly on higher yield enhance-
ment products tor our wealth management dients. Due to
banks decreased by CHF 22 hillion to CHF 125 bilion on 31
December 2011, and reflected lower unsecured interbank-pos-
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rowing of CHF 14 billion as well as reduced sacurities lending of
CHF 4 billign,

Trading postfolia liabibties declinaed by CHF 13 billicn 1o CHF 33
billian, mainly related 1o debt instruments. Total due 1o oustamens
increased by CHF 25 billian ta CHF 363 billion, mastly due 1o
higher balances on current, saviregs and personal accounts. Finan-
cial liabilities designated at fair value fall by CHF 17 billion,

Eqquity

Tatal equity attributable to sharehaolders stood at CHF 40.2 billion
at year-end 2011, compared with CHF 34.7 billion at year-end
2010, due to the 2011 Parent Bank profit of THE 5.4 billion. The
general statutary resende increased by CHF 5.0 bilkon to CHF 32.4
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billion as of 31 December 2011, reflecting the appropriation of
2019 earnings of CHF 4.5 billion as well as a transfer of CHF 0.4
illicn in capital contribution reserves from the resense for own
shares,

Thie resarve for own shares increzsed by CHF 0.6 billion to
ZHF 1.1 billian, due to the net purchase of 46 million treasury
shares in order to meet future delvery cbligations related to
share-pased compensation awards. CHF 0.4 billion in captal
contributan reserves ware lransferred from the ressdve far
awen shares to the general statutory reserve. Other reserves in-
creased by CHF 0.5 billion, reflecting the appropriation of 2010
earmings of CHF 1.6 billion, partly offset by a CHF 1.1 billion
transfer ia the reserve for own shares.
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Financial information
UBS AG (Parent Bank)

Parent Bank financial statements

Income statement

Fou thee peair ended % change from
CHF mifion Hote 3nazn Iz 30200
Wtesest amd decoent inoome 11,087 10,333 2
Intesest amd deddend income from seadisg poroli 3588 _ addn [{0]
Wiesest amad deadend inceme fiam nanclal imvesments _ 4|7 i 50
Wteeest eepanse {10, 5:6] {12181 {100
Miat intesest | noome 4,587 346 34
Creit-ralated feas and comeissions N e 56 1
Fae nad commiss ken ncome fom securies and |mestment kusiness B BEDZ BATI {19
Crhveet fee and commission iscome B _Bs 45 2]
Fae and (0EmiSs N Sspense 11,371} {zoTH (34
Bt e and conm Bsion iscnme B3T3 T30 {13
Mo trading incomea 3 35 5,501 (a5
B incnse fsom disposal of fisandal issestmants N 7] 265
Dveaten d ncome from invesieents b subsldaries and other parcpaiions B 1,703 {55
came o el stas hdngs o 0 5 2
Susdry lncome o ordnary iite Am 3632 2
Susdiy ordnary anpanses 12,554 (34224 25
Ceher ingoeme from ordinany actheses 3,508 AL 62
Qperating incame 15,073 19,4002 7
Resowelepenses ] = 10300 {19
Genarl and adminstrative sepesses 4,30 4502 13
Qperating sxpenses 12,690 148,202 {14
Qperating profit 5,333 4500 16
mpaieet of inesstrients in subseianes asd other partatpations. B 1434 =]
Deprecatenoffeedases B/l 817 i8)
Alywen ces, provisans and lsses 153 181 {15
Prafit before extraordinary ieems and taxes 4,434 1368 BT
Peday e r 3957 5
Esfaednaryespansss 4 (178% 265
Tan gapense 125F B25
Prafit?(loss) for the pericd 3,440 5,113 {11
414
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% changa from
W malion Mot 3arnm EIR S AR PR ]

Profiti(ees) for the peiod sa40 611 ()
Equity attributable to shareholders g 0,174 ETRAT) 16

Tatal liabilities and eguity Bag, 085 BA2 425 ]
of whch: sbordnated kedilities 12339 14,689 18

" o which: smoumis pajebis o subsidieer 113,695 128,043 2
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Financial information
UBS AG (Parent Bank)

Statement of appropriation of retained earnings

Proposed appropriation of retained sarnings

The Board of Directors proposes that the Annual General Mesting {4%GM) on 3 May 2012 approves the following aporopration of
retained 2armings.

Far the year ended
CRF malen EIRFAL
Prafi Tor the pariod 5440
Total available for apprapriation 5,440
Approp riatnn io other resenas 5,440
Tatal approariatian 5,440

Froposad distribution of capital contribution resarves

The Board of Diractors propases that the AGK on 3 May 2012 approves the pay-out of CHF 010 per share of CHF Q.10 par value out of
capital contribution reserves, Provided that the pay-out is appraved, the payment of CHF 0,10 per share wiould be made on 10 May 2012
1o hedders of recosd on 9 May 2012, The shares will be traded ex-dividend as of T May 2012, and accardingly the kst trading day an which
the shares may be traded with entitlernent 1o recene a pay-cut will be 4 May 2012.

Fior the yaar andhed
CHE mAlon, ewcan whena indioated 31.02.11
Total capital contribation reserves before propesed distribution fzsa7!?
Fraposed dsarbution of capial contmbutn seseres wiifen generl staiutony resenses: CHF 0,10 per didesd-bear ng share’ 1383]
Tatal capital contribation resenves after proposed distribution 43,154

1 A BT 0 T bl o st T cag il contrihsion rsernds of CHF 82337 il aré 3 Coreponent of Dve penasal Sa0aory Waervas of CHF 32350 rullion e Gaki g infi S0coun negalies e eaimings
of CHF 10,137 million,. 2 FMVedies | Larasary 2001 1, 906 Son b WA CKENG Tan |aw prosides CAE [yt eins £48 of 3 (il cOnri DUrion e s e 1OE et 10 wiCA ok i) Taa, The e Lrw as bl 1o icerpeetaniznal
ifheneaces botoe tht 5wz Fodesa Tt AUEAIEies a0 compianies about he qua oy amoams of capital conibetion reserves and the o in the: irancial = enones e of ths the Swtss Fedesal Tar
tharkties: have combimed that LBS woekd be abde io segay in sharehairiers CHF I7.4 bilion of discosed cagial contrbson reserves without being sbjecs b the wic bokding 12a o hat azphes a0 diniend

ot of retained eamings The dedsin about the aemaining amount hos been deferrrd 10 2 futune palntintime. 3 Deadendhtatarig shass ane al shares kssed esmest for Tieasry shares heid By LIES &G on the wecond
dane T My 2012,
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Notes to the Parent Bank financial statements

bitdEhmctiitio oot otecingndannk
hetiitie

The business activities of UBS AG are described in the contest of
the description of the activities of the UBS Group in the “Operat-
ing envranment and strategy” section of this report,

Ramet

LBS AG, as the ultimate parent company of LIES Group, is fully
imegrated into the group wide internal risk assessment process
described in the audited part of the “Risk, treasury and capital
managemant” saction of this report.

it dcomtinglicie

Thee Parent Bank financial staternents are prepared in accordandce
with Swiss Federal banking law. The accownting palices are prin-
cipally the =ame as for the Group Finandal Statements cutlined in
“Mote 1 Summary of significant accounting policies.” Major dif-
ferences between the Swiss Federal banking law requirements
and nternational Financal Reporting Standards are described in
“Mote 39 Swiss banking law requeemenis” 1o the consalidated
financial statements. The accouwnting polices applied for the stat-
utery accounts of the Parent Bank are discussed below, The risk
management of UBS AG s described in the contest of the risk
management af UBS Group.

embre

Treasury shares arg own equity instruments keld by an entity,
Ursder Swiss law, treasury shares are recegnized in the balance
sheet as frading balances or as Financial investments. Short po-
stions in treasury shares are prasented as Trading portfolio fia-
bilities. Treasury shares recognized as frading balances and
shiwt positions in treasury shares are measured at fair value
with unrealized gains or losses from remeasurement to fair val-
ue induded in the income statement. Treasury shares recog-
nized as Financial investments are valued according 1o the prin-
ciples of lower of cost or market value. Realized gains and
Ipsses or the sale or acquesition of treasury shares are recog-
nized in the income statement.

A reserve for own shares held for other than trading pur-
poses must be created in equity through redassification of free
reserves equal te the cost value of the treasury shares held, Re-

fbcing

Cutsourcing of T and other services through agreements with
axternal service providers is in compliance with FINMA crcular
Q877 "Outsourcing banks”.

Bonnk

The Farent Bank employed 36,693 persannel an a full time eguiv-
alent bass 31 Decernber 2011 compared with 35,381 personnel
an 31 Decermnber 2010

purchases of treasury shares held for ather than trading pur-
poses can be made to the extent sufficient free reserves are
available, The Reserve for awn shares 15 ol available for distni-
lbution to shareholders.

Farig cormotrankation

Assets and liabilities of foreign branches are translated into CHF at
the spot exchange rate at the balance sheet date. Income and
=xpense items are translated at weighted average exchange rates
for the penod. All exchange diferences are recognized in the in-
came statement.

The main owrrency translation rates used by the Parent Bank
<an be found in "Note 38 Currency franslation rates” to the con-
soedidaned financial staterments,

hematsn Ehrimndthprticiptions

Imvestments in subsidiaries and other participations are equity in-
terests which are hald far the purpase of the Parent Bank's busi-
riess actvities or for strategic reasons. They indude all directly
held subsidiaries through which UBS &G conducts its business on
a global basis. The investments are carmed at cost bess impairment,
The carrying value is tested for impairmeant when indications for a
decrease in value exst, which include incurrence of significant ap-
eratng losses or a severe deprecation of the csrency in which
the irvestment is denominated. If an investment in subsidiary 5
imipaired, its wakue is generally written down 1o the net asset val-
ue, Subsequent recovenes in value are recognized wo 1o the ongi-
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Financial information
UBS AG (Parent Bank)

Mote 2 Accounting policies (continued)

nal cost value based on either the increased net asset value or 1o
avalue above the ret asset value if in the apirson of managemeant
forecasts af future profitability proswsde sufficient evidence that a
carrying walue above net asset value is supported. Management
may exercisa its discrefion as to what extent and in which period
& recovery in value s recognized,

Reversals of impalrments are presented as Extraoradinary (h-
came in the income statement. Impairments of investments
are presented in Proft befare extraordinary items and taxes
under Impairment of fmvestments Jin subsidiaries and otfier
participations, except for prior period related amaunts which
are presented as Extraordinary Income or expense. The classi-
fication as extracedinary income or expense of prior period
related amounis is dependent on whether the investment in
the respective subsidiary, on a net basis, is 2 partial or full re-
versal of impairment {extracedinary iNCome) of an impairment
{extraordinary expensas).

Deferred taxes

Deferred 1ax assels are ot recognized in the Parent Bark financal
statemnents under Swiss Federal banking law. However, deterrad
tax liabikties may be recognized for taxable tempaorary differenc-
5. The change in the deferred tax lability balance is recognized in
profit or kass,

Equity participation and other compensation plans

Lqun:,: participatan plans

Under Swiss law, employes share and option awards are recog-
nized as compensation expense and accreed over the perfor-
miance yaar, which is generally the finandial year prior 1o the grant
date, Equity- and cash-settled awards are classifiad as labilities,
The employee share option awards are remeasured 1o far value at
each balance sheet date. However, for employee shase opticns
that UBS intends to settle in shares from conditional capital, no
COMp=nsation expanse is recognized in the income statement as
these awards are not a liabdity of UES, Upon exerose of emplayes
apbans, cash received for payment of the stike prce is credited
aganst share capital and general statutory resene.

Crther compensation plans
Fized and varable deferred cash compensation s ecognized as
ompersation expenses over the performance yeas.

Sundry income from ordinary activities and sundry
ordinary expenses

Sundry income from ordinary actvities mainly includes income
from hard cost and revenue transfers between UBS &G Parent
Bank and its subsidiaries and income from lower of cost or mar-
ket accounting of financial investments. Sundry ordinary ex-
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pensas manly include costs for hard revenue ransfers between
UBS AG Parent Bank ard its subsidianes and expenses from
lower of cost or market accounting of financial investments.
Hard transfers of costs and revenues are performed on an arm's
length basis and are setflad in cash between LUBS AG and its
subsicliaries,

Dispensations in statutory financial statements

As LIES Group prepares consodidated finanoal staternents in ac-
cordance wath IFRS, UBS AG (Parent Bank) is dispensed from vari-
ous disclosures in the statutory financal statements. Refer to the
IFRS "Consclidated finandal statements" in the “Finandal Infor-
mation” section of this repart for more infarmation,

Changes in accounting policies, comparability and other
adjustments

Terrminatian of the match funding concept

Match funding was a concept emploved by UBS ta offset the o
renicy risk from subsdianies denominated in a forsign curmendsy by
borowing tha inwested amount in that fareign curency. As of
31 Qctober 2011, UBS has terminated this concept and started to
ke the Darrowings in Swiss Trancs for subsidianes deraminated
in a foseign currency.

Undar the match funding concept, UBS has franslated the
match funded foresgn imeestments at the spat exchange rate at
the balance sheet date into Swiss francs. The related forsign oue-
rency gains and losses were reflected in the balance sheet line
Investroent in subsidiaries and ather participations and recognized
in the income statement; the fareign currency gains and losses of
the borrowing in a foreign currency were also reflected in the in-
Came statermnent.

After the termination of the match funding concept UBS
changed the accounting policy for the foreign currency transla-
tion of investments in subsdiaries. Under the revised policy, the
investments in subsidiarias are reported at cost less impairment
and any lifie-1o-date foreign curmency gains and kasses ase no kon-
ger reflected in the investrment in subsidiaries account unles the
immestment is considered impaired.

At trangition date, the difference betwesn the revarsal of the
life-to-dlate foreign curmency gains and losses on investiments in
subsdianes and the consequential and largely affsetting effects
from increased imgas ments of investment values was recognized
in 3 deferral account and reported in the balance sheet lines Oth-
ar gsset (for ksses) and Other liabilities (for gains), & small popula-
tion of investrments in subsidianes was written up e cost vahues
[based on historical foreign currency rates in a priar year. Respec-
tive prior year write-ups resulted in a redlassification from the in-
come statement to the deferral accounts.

This change in accounting policy resulted in the following
effects an the balance sheet: an increase of CHF 121 million in
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Imvastments Jn subsigiaries and other participations, an in-
crease of CHF 15 million in Other assets and an inorease of
CHF 176 millizn in Other fabilities. The impact 1o the income
statement for 20171 was CHF 41 million additional expenses
presantad as impairment of investments in subsigianes and
ather participations.

Performance based equity awards

In 2011, UBS changed the accounting policy for the recogni-
tion of compensation expense for performance-based awards
which contain substantive future senice fvesting conditions.
Compensation expense for these awards is no langer recog-
nized cver the future service period, but is recognized in the
performance vear, which i generally the financial year priar to
grant date. The change in accounting policy resulted in the
following effects on the balance sheet and income statement
for 31 Decemnbeer 20110 an increaze ol CHF 101 millien in
Other Liabifites and a corresponding increase ol Personne!
Expenses,
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f_l'l._’u'l-;{" i the praseniaficn {-f thie Balanoe shaat
partfalic liakdlities and comparisen penad

From 2017 enwards, UBS has changed the presentation of Trad-
ing partfaiic liabites to improve fransparency. Tading portfolio
labiiities are presanted in 3 separate balance sheet line by trans-
ferring the amounts out of Oue fo Banks. The presentation of
camparative figuies was adjusted accardingly. Thas change in pre-
sentation impacted neither the income statement nor total assets
and liabilities.

Trac ng

Change in the presentation of the Income statement

From 2011 cnwards, UBS has split the mcome statemeant line
Depreciation and write-offs on investments in assodated compa-
ries and fived asset into two separate income statement Bnes im-
pairment of irvestrrents in subsidanes and other pariicipabons
and Deprecation af fxed asses 10 impeave ransparendy. The pra-
sentation of comparative figures was adjusted accordingly. This.
change in presentation impacted nesther the income statement
mar total assets and liabilities.
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Financial information
UBS AG (Parent Bank)

Additional income statemen! information

Mote 3 Net trading income

Far the year ended % thange fipm
CHE mAlon Jaan jnm iz
Ireesament ok equities asd nvistmest basking (531 1250
Irvesimen t Bask fod income, cumencies and commodities 32 236 1l
Gehes business disions and Conparate Cener 1,386 2185 (44)
Toad 3,45 6,301 (43)
Mote 4 Extraordinary income and expenses

Far the year anded % change from
CHE milton 31121 EIRFA 31,1310
Gains from sale of suzsidiavies and ather partiopatons 152 &01 ey

4
i
il
Tatal extracedinary incama 1528 255 [£¥5)
disposal of subredianies and ofter parscipations [44)
el
Tatal extracrdinary expanses [E49] (178} ikl

1 HOU1 Inchocdess pior et rebabedd adjestmenis. @ b 2001 mainky sebivd io squiby compereation plars, hedge acooentiag and Tranchl lebilties deslonabed ab lairadee. 306 2001 maindy nelabed bo wabotkon oo
e o e structured prodecs, n andl mher ¥ ek sccoenting and othet valersion ad estments, & wel a5 a rebeee ol amounts secoonized |nother |hilises.
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Additional balance sheel information

btk atsandthliabitie

R 3.12.1 iz
Orther assets

Dederred pension espenses N ., 3R 2539
Settherreat aind cleariag aooniiess o ER] 49
VAT and other 1o regersables " 0¥
Crhiet pecesables 3096 2831
Tatal gther assets 6552 6,373
Other llabilities

D ot R et s 4400 1843
Setemestand demlsgaccouess &00 31
VATadother tmpayables 2650 s
Cohew payahles 1,762 2550
Tatal other liabilities T3 4,717

bitsidahr sigdhaeityor owaligtionsandisgs to reetion of title

EiRFAL 211210 Change in %
Bookvalus  Effactive liability Book walup Effective liabel ity Bosck: wadua Effectve Rability
78E 11,578 1AM [68} ]
15,3966 1 2 -
21,027 [F
i .
38,781 135,473 45,850 224 (13}

1 Includes pasitions pledped 1o oontsal barks Jor crodk faciEles which ve commined but edowe. 3 Indudes MORgagE kansTansfones s searky prpses i pesaaton of edating asd pponing covesed band
Emmanoes

Financial assets are mainly pledged in securities bomawing and  rivative transactions, as secunty deposits for stock exchanges and
lending transactions, in repurchase and rewersa repurchass trans-  clearinghouse memberships or transferred for security purposes in
actions, wnder collateralized credit lines with central banks, conmection with the issuance of cowered bonds.

#gainst loans from martgage institutions, in connection with de-

Bt lo Bhion fans
For the year ended % change fom
CHF miiion EV R PR EIREa 31210
Oblgations due b UES persion plans [-5] (] [5)
421
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Financial information
UBS AG (Parent Bank)

Mote 8 Allowances and provisions
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Prowtioes appled Racoraaries,

inaxordance  doubtful indenest,
Balmnee at with their curency trasslstion  Provisions eeleasad Maw povisions Balance st
ERF malien A2 specified purpase difberisen i ncone  changed o iscome 3.92.11
Defaul nghs o6 215 1& 12111 43 02
L et reks 151 14t 5 134] 122 1M
Operational rigks 5 (AL z 2] 17 P
Retitement benefil phars o (o] 3 L] 48 a8
Resliuciwrisg provisions &y 50 L] 1401 il 1
Dedamed tanes 4 i} 2 b
e o' 2 4550 4 11531 158 LEL
Tatal allowances and provisions 1.296 (522 FE] 14471 201 1,150
Abwenies deducied from assets &2 738
Tatal provisions as per balance sheet 1,424 1412

! I':Mnrmdn'd-ﬂiﬁ 23 millon "ﬂ:' Db 2011 131 chﬂ'rbh M?(I:ﬂﬂ mllin thm preomid] by LB S ng wleidgies in Lhe o gl indematies, lebess of spped, lepers

llﬁmllﬂ'i H‘lﬂfﬂ'lm bl {Rerine mmﬂlmﬂlﬂ

Mote 3 Statement of shareholders’ equity

CHF 70 million 2 of 31 Degambser JON (31 Dot OB CHE B3 i), pros biorm: i onenos

Total sharehaldars'

thae  Gespsal sisutony Besarses for Other Profit!{loss) equity |before
R miten capilal IEEri, owm shans resapy for theyear  distribaition of profdit]
A of 31.12.00 and 1.1.10 356 3177 E3S 2,043 (5041} 1,560
T ee— 1 1
;?:]M%Mdhmm Carmy]- - .
_P_mﬂt-’llms:lﬂm-uc- 2,99 0
O O e, L
Poficlhesyfarthepeind BB 8132
Changes in resenes for v chares 0
Asof 31,12.10 and 1.1,11 383 17,378 H.718
i e R "
..... trless doation 4523 e MEIB
Worgardwidend 0
Pofitllossiforthepeiod ML 5490
Changes in sesenes for v chares' a3F 63 (1,066] 0
Asof 31,12.11 ELE] 32,350 1,065 F34 T4 40,174

1 The veserve for o shares of CHF 432 milior a 20 Depember 2010

422
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Far valug
Hi of shares Capsal in CHF

[ividand bearing
Mo of sharas Capital i CHF

ﬁ.ﬁli:l:l?l

EHEM

Gnitional kracapial

On 31 December 2011, additional 148,639,326 shares could
hawve been isswed to fund UBS's employee share option programs.
Further conditional capital of up to 100,000,000 shares was avail-
able in connectian with an arangement with the Swiss Mational
Bank (SMEB). The SNE provided a laan 1o a fund owned and <on-
trolled by the SME {the SME StabFund}, to which UBS transterrad
certain illiquid securities and ather pesitians. As part of this ar-
rangernent, UES granted warrants on shares 10 the SNE and these
wiarmants become exercsabde if the SMB inours a loss an its loan 1o
the SNE StabFund. On 14 Apnl 20010 the annsal ganeral mesting
of UBS &G shareholders approved the creation of conditional
capital fo a mamrmum amount of 280,000,000 shares for conver-
wan rightsfwarrants granted = connectan with the issuance of
bords e similar financial instrements.

Significant shareholders

According 1o disclosure notifications filed with UBS AG and the
S, an 30 Seplermnber 2011, Norges Bank (the Central Bank of
MNorway), Oslo, disclosed under the Swiss Stock Exchange Act, a
holding of 3.04% of the total share capital of LBS AG, On 16

closed under the Swiss Steck Exchange A, that their halding of
4.90% of the total share capital of UBS A3, dedased an & Jure
2010, fall balow the threshold of 2%. On 12 March 2010, the
Gaowvernment of Singapore as benefical ownes, disclosed under
the Swiss Stock Exchange Act, a halding by the Gowernment of
Singapore Investrent Carp, of 8.45% of the total share capital of
UBS AG. On 17 Decemnber 2009, BlackRock Inc., Mew York, dis-
closed wndar the Swiss Stodk Exchange Act 3 holding of 3.45% of
the total share capital of UBS AG, In acoordance with the Swiss
Stock Exchange Act, the percentages indicated above were calou-
lated in relation 1o the share capatal reflected in the Articles of
Association of LBS AG (Aricks of Assadaton) a1 the time of the
respective  distlosure notification. Information on  discdosures.
under the Swiss Stock Exchangs Act can be found an the fallow-
ing wwelsite of the SEC Ao Se-enchang e-regulatan, comy
obligatansidisclosuredmajor_shareholders_an hirml.

According to our share register, the shareholders {acting in
their cwn name or in their capacity & nominees for other inves-
tors or beneficial owners) lsted in the “Significant sharehalders”
1a3ble below, were registered with 3% or mose of the total share
capital on 31 December 2011 and 2010,

=+ Beto tHirpratgenanclition of thepet for

maora infarmation on significant sharehaolders’ and shareholdars

Apnl 2011, the Capital Group Companies. Ind., Los Angeles, ds- priiciption ritg
Erbleriein tHinrige e monof brkd
ETREXT E{RERT
Total raminal Tozal mominal
Guantity wvalue CHF millioa Share % Quantity  wsls CHF million Sham %
Chase Nosisess Lid, London 419,533,402 42 1095 48,822,353 41 1070
DT (Code & Lo, Hew k! 170,608,806 7 707 TR 355,684 1 733
Gawersment of Sisgasare inesament Corp.. Singapore 245,451,682 5 41 245,051,682 15 641
Miitrest Nosisees Lid, London 160,917,513 16 4.30 145 035,407 15 379
1 D Hoede & G, P Youk, "The Depursitry Tt Compary”. B US securities.cheariag avganizatiar.
423
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Financial information
UBS AG (Parent Bank)

MNote 11 Transactions with related parties

Transactions with related parties (such as secunities transactions, payment transfer senaces, Dorrowing and compensation for depasitss
are conducted at internally agreed transfer prices or at arm's kngth,
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Off-balance-sheet and other information

Mt@smmitmetmandontingt liabitie

hange fiom

10211 3130

131,510

The tabde abowe includaes indemnities and guarantess issued by LBS
AG for the benefit of subsidiaries and creditors of subsidiaries. In
instances whene the indemnity amaunt issued by the Parent Bank is
not defined, the indemnity relates to the solvency or rmiremem
capitabzaton of a subsiduary, and therefore no amount is induded
in the table abowe.

Irevocable commitments and securities delivery cbligations;

irrewocable commitments include cash payment cbligations from
farward starting reverse repurchase agreaments and securiies
borrowing transactions., Irrevocable securites delivery abligations
related 1o forward-starting repos and securities |lending transac-
tiors are presented on a separate line.

UBS AG is jointly and severally liable for the value added tax
(WAT) liability of Swiss subsidiaries that belong to itz VAT group.

biteSBatidntrmets U
3.12.11 EIRFAT
Notional Motional
At amant
CHF mAlon PR MR CHF billica FRV? NRy CHF bilion
ntesest @le qniiacs 54,196 52,715 36,208 176,518 15519 23
Creait derhearive oontracts 57,364 52,704 2,737 57812 s 235
Fareign enchange costsats #7158 106,117 6,333 (R ES-1C I T 75 561
Prechirs mesal contracts 4,193 354 ] BEE:C 3,755 n
Equity g goniracts 16,538 18,105 116 eaEl 19,435 53
Comidd s onrivaas, eacluding pedoes metal coneads 75 1,012 110 364 937 41
Total derhlive imtuments 450,173 444,587 a5,594 W 38477 42463
Replagement walus natiing Eh ] 385,582 303,754 275
Rapragement walues after neting 64,580 58,88 55443 .73

+ Eitaicatiod embedied dernatives i preseniod in th G balados Shest Bie aaThe b 0wt and 208 eaduded Do this tabke 5 PAV: Podies replacerent valie, 3 9N Rkatis ieplaceri ol valis

bteFidarjranactions

% change ko=
CHF millgn Jrnan e iz
Deposits .
itk third-parny basks 835 11529 (3
winh sulbcidaries 1,46 1,740 5
Tatal 11,731 | 3. 58 (13}
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Financial information
UBS AG (Parent Bank)

Compensation of the members of the Board of Directors
and the Group Executive Board

Total compensation for GEB members

Ve ash
CHE surape vare inccated® compessation wndar CBF
annzal Annual Lonbiutions
Imme diaie Diefrmed bonws  Bomes usder Benefils o retizement

e, lusction For thepear B salary wh® caskt usder FEP SEEDPY imbond*  benefit plarm’ Taal
Sergio P Emolti, Group CEQ' 2011 1,359,445 353,200 12490, B30 SEE, 000 1,6, 000 195,450 150816 6350711
Ceuwald 1, Gridbel, farmer Grougp CEDY 2011 2181 667 1] a a L] 358 0 RIITAIE
Criawati] ). Griibel, farmer Group CED 2010 3,000,000 [+] a 1] k] 25,600 b 3025600
Fabert |, MeCans, CEOWealt® Masagemest
Americs {haghest-pad) a0 1321558 1868235 LMEISS  L5STAB4 RI153BE 67,063 G164 9183305
camen letgoe: CED iestment Bask

o BMAIE 10004 LIIMISE O LATOEIT 3341654 92,547 [P
.ﬁgg'ag.in of all GEB mambes whio
waere in office on 21 December 20117 20 15962737 11909365 8874910  #0202,037 20604274 1,165,601 GaL ot T, 134,314
Lipgregate of al GEE members wio
o i offe on 31 Decesber 2010° 20 14705804 15588145 14450756 15019551 300595041 381,851 B4z 400 91,030,900
Aggregate of al GEE members wia
;;_uu-edm-nnmn-;zmw 20 4155608 0520 1. 166,759 Q 952,760 171,554 BASS TG TA
Aggregate of 3l GEE members who
zundmnmriq?ﬂm‘ 2010 155980 1,380,000 230,000 a L reant 1833 3153101

1 Seigia F EImati was apscinced o1 | Aprl 2011 o GEE membes and regoral CED of Exope, the Widdle East and Alsc. He was appainted on 24 Septamber 3011 the new G1oep CED ad interim ard conlimes on
15 Hosemiber 2011, 3 Dl ). Gl epped cown on 14 September 201 | a5 Gooep T2 3 Kumber and disrisetion of GEE members |7 GEE membees were in office 01 31 Decormber 1011, 13 GEB meniers
wese in offioe o1 31 December 1000, 4 Kumber and disiribeon of fomes GEB membsrs: 201 12 incudes fse months in office s 3 ‘GEE meme for foha Cryan, rine moncs for Qi ). Gribed a0 10 mamhs lor
Maureen Misionic. 30101 inchdes bimse monttes in ofioe asa GEB member f Fiantesco Mara, = 1 2011, for Seia P Esmott, ue 1o appdicasle LE Fi8 eguzions, éefened cash |ncudes biocbed shares In 2000,
tiar Jnha Cryn, Camzen Emgrinr and Aleander WISt |, due tm applicable UK P34 reguiations, defered cisa indudes bioched shares.

Explanation of the tables outlining compensation details for GEB and BaD members

a. Local currences are corteerted into CHF using the exchange rates a5 detalled in MNote 38 "Currency translation rates” to the corsolidated financal state-
ments.

o, Of the cash awand, B0% & pasd out imenediately (representing 24% of a GEB mernber's total annual bonust The balance & pald out i egual nsaliments
af 20%, each ower Me subsequent tewo years, and & subject o forfefure.

¢ Walue of each performandce share at grant: CHF 13.26 for FEF awards granted in 2012 relating to the parformance year 211; CHF 18.70 for PEF awards
gramed In 2001 relating 1o the performance year 2010, Thess values are based on valiatons for accounting puiposes vihach take into account the per
e canditons and the range of possible cutcomes for These condaions.

4. SEEC® awards vest in equal irstallments over fe years and ane subject to foriefune. The grant date acoourting valie per share grared under SEEOP s
CHF 12.76 of USD 14.14 (achial shared) and CHF 1236 o USD 13.70 fratoral shared) for SEEQP avwands granted in 2012 relating 1o the perfammance
wear 20011 CHF 1843 or USD 159094 (actual shared) and CHF 1830 or USE 1980 {rational shares) for SEECP awards granted in 2011 rlating 1o the
perforrnance pear 20100

& Berefits i kind are all valued at market price, Tor example, basith and veelfare benefts and general sxperie allowantes.

I. Swies eee itives participate in the sarne perion plan a5 all ather emplopses. Under this plan, UBS makes cantrbutions 1o the plan, which eavers compen-
sation af up 1o CHF 835,200, The retirement benefils condst af 4 pension, & bridging persion and & ane-olf payout of scoumulated capital. Ernployees
st aba contribute b the plan, This fiqure exciudes the mandalory smployers socal sscurity contributiors (AW, ALV, but neldes the partion atib-
uted 1o the ernployers portion of Sie kgal BYG requirement. The employpss contribution i included in the bese salary and anual incentie swand cam-
penents. In bath the LS and the LK, seniar management participaies n the same perion plans as all other employsss, In the LS, there ane separate
persion plans for Wealth banagement Americas compared with the: other business divisions. There are generally hwa difierent types of pension plans:
grandfathered plans and princizal plans, The grandfatered plans, which ame no krger cpen to rew hines, operate (depending on the abavementicoed
distinction by business dwisian) gither on a cash balance bas or a career average salary basi. Participants acorue a pension based on their annual com-
persation limited to LD 250,000 (ar USD 150,000 for Wealth Managernent Americas employeesh. The princpal plans for new hires are defined contribu-
tion plars, In the defined cantribytion plans, UBS makes contributions ta she plan based on compensation and bmited ta LED 245 Q00 {LISD I50,000 as
from 1 Jarwary 20120 US management may also participate in a 4011k definec contribution plan dopen 1o all employees), wiich provides a limsses
company matching confribution for employes contributons. As from 2 lanuary 2012 the masch is not avibkbke anymaone for Wealth Management
Amenicas employees with compensation in excess of USD 250,000, in the UK, management parficpates in either the principal pensian plan, which oper
ates on a defned contnbution basis and is limited 1o an earmings cap of GBP 100,000, ar a grandfathened defined benefit plan which provides a peraion
upan retrement based on cameer average base salary (indwvidual caps introduced as of 1 July 20100

426

391/432



EDINETOOOO
O00000000000(Eos852)
ooooooa

Brandfion onsistitlnetof Bnenbon Bnbl 1
Bumber of Patectialy Futentially
umssted Bumberof  Told member confered woling Nu=her of confemed wtng
Mame, fuscion For the yrar shavesiatrisk’  vestsd shares of tharez rightz iz % opémre rights in %*
Sergin & Ermatt, Group Chief Executive Offies 201 1 a 0 a0 a 000
2010 = = = = = =
Cewoald |, Gribel, forrner Groug Chiefl Esscutie Officer® 2011 = = = = = =
2010 2 a 0 Q000 4,000,000 0181
Joien Cryas, Tarmes Geoup Chiel Fisandial Officer® 201 = = = = = =
2010 221,89 185,875 407554 A0ME BIETE 017
Matkes UL Disthelm_ Groep General Courrsel 201 358,042 91,505 448,545 anat a 2000
2010 175619 75,700 150,319 aniz a 000
Inien f_Fraset, Chaimen ad CEQ Global fsset Masagemsm 2011 50,707 w0414 1,121 anad 1,088,795 FT
2010 126,702 316,501 43,243 a0 1,088,795 [Tt
Lkis Ghwies, CE LUBS Switnerland and co-CEQ 201 55,193 15T 200510 ant3 a 2000
telth Menagement & Swiss Bank 2010 110,000 850 140,850 anes ] e
Cersten Kesgeter, Cheirmen and CEC Imesstment Benk 201 471,575 556,016 1,527,581 a0 205,000 01
2010 916,20 3,047 1,270,248 01058 05,000 i
Uhich KErews, Group Chiel Operating Officer asd 201 389,080 96,597 484,687 002z a 2000
CEQ Corparat: Centes 010 177,592 95,507 173,188 0z a 0000
Philip | Larty, Gotsep Chief Risk 086 cer 201 77,604 150,772 526,36 0024 §77.723 0026
2010 200,009 144,603 3612 006 51,72 11026
Fobert | MeCann, CEQ Wiealth Masagermest Americas 201 330,047 a 130,047 0s 0 2000
2010 13,558 540,566 70,464 0t 0 2000
Mauseten Miskiowi, fomer Group Chied Fisk Olfioer 201 = = = = = =
2010 = = = = - =
Tom Hanati, Group Chied Fnencial Offce: 201 221,138 153,836 415,074 ante 1,045,122 1048
2010 = = = = = =
Absaicer Wiknat-Stel, g Chaiimen snd co-CEQ: 201 435,553 10,955 716,508 a3 33,807 2016
Group Aela Facific 010 T4 HiflE 486,352 a2 53,807 1016
Fuabert Wall former Chairrran and CE0, 201 = = = = = =
UGS Group Ameroas  Fres dant ievesimes: Bank 010 247805 15,367 A76,187 0040 RT3 043
Chi-ion ean, o-Chainman and co-CEQ Group Asis Palic 2011 306,315 #0311 56,526 Q030 613,253 %
2010 154,858 318,332 503,150 0023 13,253 1028
Jiwg Telines, CED UGS Weallh Mansgement md co-CE3 2011 306,487 10,756 118,243 0 206,470 0008
telth Menagement & Swiss Bank 2010 113,609 5,305 121014 0008 6,470 10e

+ Ths Labis | ncfprkis al| weitedl e urwestid haies o nd options of GEB merben, induding wheted partis - |ncuck=: shares. grantiad undel varishie comperrialion plars with Fofeiune proviion, The edueal rumlsr
o haies weiting | n e fubuss mll Be caltulibed uader the Derres of We glare. Beler o “Deleisd variathe compermistion plere” n This dection bo moss iloenation onthe plam. & Bebad 1o " Fote 51 Equily patiops-
tion ard olber compermiation glars” b the goesallabed aaroel stabements lor moe inksimation.  « Wo oorwesion igHs secutitanding & G mernbers mio e pped diwn during 20 1,
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Financial information
UBS AG (Parent Bank)

Compensation details and additional information for non-independent BoD members

CHE werape vibars inckeated®
Conwibutions
tznusl bonus Annzal to retisemant
Mame, fuscion’ Fox the pear Bee salary sk share sward  Benefits in kind* benefit plar’ Total
Kenpeer Villiger, Chain=as 201 50,000 [ 50,0007 182,368 [ 1,404,565
2010 50,000 a 500,007 1&1306 [ 1,491,306
1 Exepar Yilige ms the aaly nor-ndeperdent member in office ar 31 Deosmber 2011 2nd 30 Oy A0, wp w7 These shares are Blocked for four wears
Remuneration details and additional information for independent BoD members
CHE eacagt vibare indicated”
-l
E ﬂ g = - = E
E ﬁg 253 28z £ o
(I :
g E 5 5 LG b Commitier Senefits  Addonal percen-  Member of
e, Tuscion’ 4 = 5] 2 Bie b pelanens) i@ kind  painents T lage'  shanet
Michel Demeré, Vice Chaitman Mo e /02 EIS000 3IO0M EO000°  BTE000 50 3085
M M HHOIHN EIS000 30000 MmO000°  BTSO000 00 52AERT
Dervad Sithveadl, W COIH/0N EIS000 500,000 250,000° 1,075,000 50 48952
Seftir Indepandent Ditetor ] LMD Ose0 Amm doo00t 9000 S0 30
Sally Botr, farmer membes B e M2 - - - - -
M M MOS0 EIS000 450,000 775,000 50 24556
Rasisrer-Rer Frey, mermbes T N M OICIH2 35000 200,000 725000 0 62635
M MOS0 ZIS000 400,000 725000 00 4353
Brang Gehrig, membsr M e 001/2002 325,000 200,000 525,000 50 2307
M M 00N 335000 0000 525,000 50 1651
A= F Godbehens, mermber Moo« M 001/2002 325,000 550,000 B73,000 50 39S
M M 000/ 200 335000 250,000 575,000 50 18219
Fmel P, Lekmann, mermbes | W3 MO0 335000 BSE0D 575000 W0 49632
MO0V 0N 35000 200000 525000 W0 31519
Wolfgang Mayrheber, memer M = | 0013002 32500 FOON 525,000 51 230
W 0I0/I00 325000 150.000 475,000 50 15060
Helmut Fanke, member M MO0 IS0WM 300000 £25,000 51 25460
MO0 FIS0M 300000 £25,000 50 19,803
Whlkam G Pamelr, member c | . /3002 3500 IR0 £25,000 51 25460
C 00/ FIE000 300000 £25,000 50 19803
Krstxph ¥am, memier | N MW 010002 325000 FS0000 575,000 51 25,183
01043001 = = - = =
Tatal 2011 7,000,000
Total 200 £,700,000

Legend: { = Chaipasion of the respective (ommittes; M = Bermbet of he wipeciee Comrriles

+ There wede B0 iraiepsands or 300 monbeis.in offics on 30 Decemba J00 kegeph Yam sr appoined af The ACKH ok 26 Aprl 301 1 and Sally Bow sepped dosn on 11 Raledary J081. There were |0 indags ndions Sol
morrbers in ofTion o 31 Dock e 7000 Wolkgang laptva ber wark a pposered a1 the SGM on 14 Sl 00, and Sergio Maichionng and Pete Vosss Sepged down [romthe BoD arche 4GM on 14 80 2010 Fees
ank pabd S0 1 cash ared SO in bodad W25 shores. Hewwesd, independent B0 mitebers cun ebsct o hawe: P00% ol thed: remineraion podd in bockes UBS shaes. 3 For 3011, sharesaalied o CHF |93 (rmrans
e of UBS shaies 3t S04 Swiss Eschange oo the Lag 10 trading £ays of February 20121, inchided a pooe discoant of 15%, far a rsw valae of discount price OHF 10,93 The shomes. ans biocied for four pess. For
20010, shewes valend af CHF 1956 (werage price of UES shakes o 51X Swims ExThare oot the e 110 oxading ooy of Febnuey 2011, indaded a piice discount of 15%, o1 a res valus of Skooart jpice of OHF 1573
Trese shares as boded fon foar s 4 Kumber of saases is iedieed Incase of thee 100% lsion 10 el sodal secenly contribation. A remersdation mrmens e sabmiie bo sodal s piy contrib ion st
Bokdrguae & Tk papment is assoebted with s Vice CRaimean or the Senior Independont Thieds Encton, sepedisly
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Ftal pmnatsto Binmis
CHE sarag vharg inchcatsa® Far the year Total
Agoragate of all Bl mamhers LSOO B td
08 5,151,310
Hibof bisof BEnmbon Banbl 1
Mame, fusciion Far the year Murber of shares hield wating rights in %
Kaspar ilbger, Charmas 0z
001
Michel Demand, Vice Chaiman 0003
a0
Darand Sicwsall, Sanice Indepen dent Dimecior ol W47 a0
b
sally oty frmar mamtzes’ -
g
FaingrMarg Fray, mamber 000
oo
Reenn Gahsg, membar L
g
sune £ Gochehers, mamber [
a0
Aspl P, Lasmann, mamter 004
aon:
Yiclfgang Mayrhubzer, member L L S o1
] 4 .00
Helmut Fanks, membsr BN, W o
oM ] o
illam G, Farmatt, masbir 2 R, gase om:
oM 43215 g
Iosaph Yam, membar L b, e
L] = -

1 Thiszabde inchses bloded ar unbine bed shares held by SoD memters, incud g ielird parties e optios were qaed in 5100 and 3011 2 SalyBok Sepped fown o 11 Febnory 2011 as BaD member
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Financial information
UBS AG (Parent Bank)

Compensation paid to former BoD and GEB membars’
CHE A vwhare indicadsa®

same, fuscion for the year Compensaton  Besafss in kisd
Ailbartn Toged, ormer Bol) membsr aon ] W
40H ] 20453
sggregaba of all furmear GEE mambers” Jon a ¥
40H ] al 1%
spgregaba of all furmear Aol and GEE members Jon a ¥
40H ] ]

oOoOooodd

Total

o
Lt
o
67,035
o
CENFF]

+ COPpRTRAR O SATARRrAaR ConaRTea mEh Y6 Tormer mwmbei s activity b 0% Bl af GFR that b hol a7 markel condiions 3 Rk 750 kaemer GER st in 2011 and one Formsen GFR member in J080

Total of all vested and unvested shares of GEE members'?

04 whids
Tstal weshad O wisich vastisg
201z i3 i m3 A6
Shares on 31 December 2011 1663887 19BEEED  &E037 20,631 BE, 263 BE.IE5 [
2n1 iz iRl 4 215
Shares an 31 December 2010 4,409,3457 2971411 A2, 7HT 411,339 202,754 W5, 037 105,027
+ Inchatfies mebared [ermies 3 Baciudees shanes pranmad undit eaiahle conpeneasion plans moh faslings paovisiens 3 Inchadies 17500 wemed sharcs of the Chairman
Mo individual GEB member holds 1% or mare of 2l shares issued.
Total of all blodked and unblodked shares of BoD members’
O wikich
Tatal usbledked Of which bigcked unad
iz el o4 s
Shares on 21 December 3011 BRE AR T2T73 9343 115651 225599 3475
i mnz o1 014
Shares on 31 Decembsr 2010 AN E51° &5, DM 4, 266 9,345 127570 r33,25%

1 inchadies mlaned parties 3 Eacludés 17,500 veated shares of the C kaisman

Mo individual BoD member holds 1% or mare of 2 shares issued.
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Ehndibionsof Bnenbon Bnbl |

Tatal Tadl
Far ke number of Number of Year of Vestiag Eepiry Stk Forthe nusher of Murber of Yearof Vesiing Expiry Sl
o options”  options”  gramt danz dal price  yaar optoms’  opfions”  grant daka dana prics
Sergia P. Ermotti, Group Chief Exscutive Officar o A Fraser, Chairman and CEQ Global Assat Managemaent {oontinuad)
1 e e e W Leaian | Tede0 o0 A0S 30N ERM
el - JWOETTNS JWORTDTZ  CHE 3750

JUVIes IumI sb s
DIME0T 2NN

o 4000000 3000000 TD0% IROMFO0G ISULA04 CHE IO

FUONION IO CHETIEY

Joihin Cryan, farmer Group Chief Financial Officer

1 - Lukas Giwiler, CEO UBS Switzerland and
g BRI PR DO IGO0 IWIILGONE CHR364S  eo-CEO Wealth Memagement & Swiss Bank
o CHE 3645 01 a
s CHE 364 01D q
h4sd CHF 3655
5 3t CHF26e%  Garsten Kengeter, Chalran and CEQ Investment Bank
e cHF3REs ML WEIN | W00 a0 BIORINNE 2M1E0S | CHE AN
iaEm CHF2TE1 20D WAN00 G000 09 DUOHIDIZ ZUIAI0NE  CHF 4000
T CHFZTET
RETTIT cHEa7g  MirichEémar, Group Chisf Operating Officer and CED Corporate Cantar
g cHFzem AN e
LTy Pz A0 a
1:'3: ﬂizi - PhillipJ. Loft, Group Chiel Risk Officer
Rt s AN ST7E 1435 IO 3NONIS 3VDIIDIZ  CHF 345
e e ML IR TI0NI0 IONIID CHF 3648
S i 08I0 II0UNGS INDNIIZ  CHF 3548
S e 1200 I02 2RI JRANIOID  CHF 3668
i s 564 300 ZBNIAION ZBAHIOIE  CHF 3565
i e LI IO 2R0HI005 JRONIIZ CHF 3668
i s GO9S 2003 DINGE0N IUDNIOIE  CHFETEI
i e BABI 003 DINB0OS ILONIOIZ  CHFZRAD
e e BOT4  200E DINGE008 INDNIOIE  CHFETAN
e e 1832 2003 OINHI00O JROZIOIE  CHF %38
R et 1E30 2003 QINGG00S ZRNNIDIZ  CHF 2639
e S LEX 2003 DIONINOE JRNNIE  CHF 2638
InSed 2004 DIONIN0S 2TORGDI  CHF 4432
T o e ] IS5 M0S DINNIN0E TNOBAI CHF 4432
T a 5521 2004 DINIT007 2TNBGDIA  CHF 4432
it e : e g Bl D D
117,207 2006 QIQEE009 2BONINNG  CHE TRST
Ik A Fraser, Chairman and CEG Global Asset Management 85.2% 2007 01032010 ZBOBIMT O TRET
o 088795  7HIN0 002 IMO1005 ILOLEIZ  LSD F124 74599 2008 01032011 ZBONITIE  CHF 3566
THmERd 007 DWORICOS JMOGEOI]  CHFITSD 201D STTI NLAS 2002 3102003 ILOWIME O Ed40
Cimesd 003 IN0NIC0E INOUENI USD 2EE IO 2000 3I0N20D4 FINWIME LN 3640
TSI 1004 DAONICOT IMODEON4  LSD3R1I VOE  M0F FIOU200S IWNWIME O IE40
Upanamr 005 DUONIC0R JROXE0NS  USD A4l 1,280 2000 PEOQD0E 2EONI0NZ CHE IGGS
T80 006 DIMNI0NE JMOIIIE  CHFTZSD G464 MO0 FENQODOE FEONIMZ L IEES
U512 007 DUONION JWOXE0NT  CHFTRET 1198 2000 FEODD0S 2EONI0NZ CHE IGAS

1 Thistable inchudes ol opbore: of GEB memters inchiding rebated parties. 2 Pg consersion ights are ovtstanding. 3 Refer o “Sote 30 Equity paibopation avd oter comp plaas“sobae bdmedl
ciafl stiemeres b more niometion. 5 G623 members who sepped down duning 2011, 4
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UBS AG (Parent Bank)
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Vested and unvested options of GEB members on 31 December 2010/ 20117 {continued)

Tatal
Far ke number of Number of Year of Vestiag Eepiry Stike
yaar options”  epticns’  grant dana ks price

FPhilip J. Lofts, Group Chief Risk Officer (continued)
Do o3 oundaod 3

Casen o3 ouocs
CAEM T OUI0G

W03 CHF2TA

|_n}u?~:|1 i CHFEI R

1843 0 OUORN004 IR0 ':HFH-EE':

Tam CHF63
1830 CHE 26.3% N
Caam CHF443F
o EaaM CHFaa.z

ELLE| CHF 44,33
s CHFS2.31
T CHE 28T
TUEame 1007 puOHC MO0 CHFTIET

TANH  J00R DUORG0NT JADAGIE  CHF 3568

IS CHFTE

Bpbert | McCann, CEC Wealth Management Americas
Jon a

] a

Maureen Miskavic, farmer Group Chief Risk Oicer®
o =
el =

fam Naratil, Graup Chind Financial Officer
DI 1002 35824 002 3UOUIOO IDLOOIZ USD2134

M M0 U0IE004 BB LD
Cam (=FES
3,947 b
4362 USD 1953
...I."!"m . 10 3813 B
166,00 Ui a8
147,198 CHET28T
151,377 CHFFIAT
181,640 CHF 3986
0,600 CHF113%
P oo N, DR :
Alexander Wiknat-Sitwell, co-Chairman and co-CEQ Group Asia Racific
o0 IIB0T 53202 005 QUDNEO0E JWOUES  CHFATEE
TUrim CHFaT 88
CUmEn CHFESET
Cmga CHFESET
CmEn CHFERET
ToesT CHET2ET
056 CHF 3566
i #LA0T 53002 CHFAT5E
nm CHFaTAG

TS 006 DUONIOT JMOMIOIE  CHFGSST

Tatd
Far the nusher of Murber of Yearof Vesiing Expiry Sl
yaar optoms’  opfions”  grant daka dana prics

Algxandaer Wikmat-5itwe|l, co-Chairman and co-CEQ Group Asia Pacific (cant.)

5 J00S DU JROMDIE  CHESSEY

8256 J008 DUOSI0N1 JRANT0TRCHF 386

Robert Wolf formar Chairman and CEQ, UIBS Group Americas/
President Investment Bank

ARG
205 UsDaa il
RARAE  CHF 7257
20T CHF 7267

106570 2008 00300 JR0X0NR  CHF 3566

Chi-Wan voan, co-Chairman and co=CEC Group Asia Pacific
| G125 11577 2002 21012002 3u010N2 1D 224

11,229 2002 31012004 30012002 USD 2134
11,227 2002 3000005 31012002 UED 21
1252 002 28031002 QAXNMIY  USD M0

a5 002 MWOAI00d 20002 UED A0

1h8a 002 28030005 2WANMIY  USD M0

648 003 (0000 00003 UED 2048

2642 002 010005 AVONAI USD 045

B35 002 0100006 0013 WD 2048

4267 1003 2ROXI0OS 2MOHIMI  USD 1993
T34 3003 OIN0HI004 ZBMIAIOIR USD 1933
AT 2003 OIOHI00S ZBMIAEOIR  USDO1953
1371 2003 OI0RI006 ZBMIZI0IA USD 1933
6,200 2004 OIONIN0S ZTOXI0N  CHF 4432
4262 2004 2TONIN0E 2TANI0N CHF 2432
6,198 2004 OIONIN0E ZTAOXI0N  CHF 4432
6105 2004 DIORIN0T 2TAXI0N  CHF 4432
NG 2005 O10NIN06 ZBMIAIOIS  CHF 4758
ILGET 2005 D1A0RIN0T ZRAIMIDIS  CHF 4758
10658 2005 O1ONI00E 2BOHIOIS  CHF 4758
A6 2006 QU007 JRONIDNE  CH E557
INFA 2006 QIONIN0E 2BONI0IE  CHFESST
IF 2006 Q1000 JRONIDIE  CHESST
8881 2007 O10NINGE ZROBIDIT  CHFGI0D
B880 2007 O10NINN ZRORIDIT  CHF GO0
8,880 2007 OINXIMO ZBOBIDIT  CHFGL0D
42628 2008 QIOEINI 2RONIDIE  CHF 3145
B[00 2009 0INITMZ TOITN CHF 1135

2010 621751 10577 2007 3OWE00Z IN0NVIMZ  USD 2124
1,229 2002 IAOI2004 IOWIRIZ  USD 24
1227 2002 3A0U2005 INOWEMZ  USD 224
1351 0P 2ENXI007 ZBOBAMZ  USD 27D

§ ThinTabié nckids al optiore.of GEB marabees, nckuding rebted foatiss 1 o cormariat AEHTS are uTanding

el SR P R Y IfoaTration, 4 GBS vt i e dean during 1001,
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hndiebionof Bnenbon BWnbl B tonting
Tatal Tl
Far ke number of Number of Year of Vestiag Eepiry Stk Forthe nusher of Murber of Yearof Vesiing Expiry Sl
a options”  epticns’  grant daa dak pite  yaar npsem’  oplions’  grant data data price
Chi-Won ¥oon, co-Chairman and co-CED Group Asia Pacific (continued) Jirg Zeltnar, CEQ UBS Wealth Management and
.......................... T et ety 1D 3170 CoLED Wesith Management & Swiss bk (comtiouech
i weae ] o] WEohe clibnnl GlHy
Cmem s st LM 1006 MANM0E JANAG0IE  CHEESST
" E ey iR e 183 M6 HAONIN JAONMIE  CHFESST
Cmeln w0 puomaes nmuan: wsbame 1 LT D S| S 1 5 5T
462 15 19,53
REETT 5D
i 1195
EEL] o195
6,00 CHF 44,23
e CHEdAZD .
TE e HiF AT 133 I07 BMOAI0NG DMURGIT CHFEROL
BT EHEAAEr 41638 JON DUOSI0T JMOXI0IR  CHF 3566
BT CHEATSE 0000 MO0 BLONI0ONE IMANANG  CHF113§
T inee iEates Mo 06 470 B0 MO0D ILOVIOE IUOLIND  CHF 3645
TingEd EAT e T84 I CHF 3648
T T 04 010D CHF 3645
TETT CHFGEST 4672 IMONEN4  CHF 4432
”“31.3” CHEBL ST ) 1,006 20NN CHF TSR
T FET o0 7,53 JMANIE  CHF4T SR
T apmn SHFETED 7,102 MMANNG  CHF4TSR
T ama FET o0 [H DAONI0NE  CHF 4785
CALEI 0B DUNNIDI JAONI  CHF3RAS LT DENE T T
00002009 DIWORIDIZ JIDIG CHFI135 L W D L
127 DS1X2005  CHF 5903
Jirg Telimer, CEC UBS Wealth Management and 7,105 ] [l
o0<CED Waalth Manage mant & Swiss Eank 7,102 WONIONG  CHFGSST
i 05,470 B 007 FM1003 IUOLEDI  CHF 348 7,102 QN0 CHFESST
U e CHE 345 1o DM CHFESS1
s CHF 3548 2z DONGI0E  CHFG1Ed
Cawn CHF8 3 fE] DARI0N  CHFESTE
e CHEATS8 =i DAARI0N  CHE 6763
A CHFaT%a 7105 IBOHNINT  CHF 6700
T CHFaT8R 7105 IWOHIMT  CHF 6700
T CHFATES 7003 2007 0ONIN0 ZRORINIT  CHFGIOO
W CHFaRE? 232007 DMONIN0A D2ABINT  CHFET0B
o CHESO04T 42628 200E QINII0I1 2BOBIGIE  CHF 35.66
1273005 ORNHI00T 0RNHTONS  CHFSE0I S0000 2008 OINHINZ 2TORIGE  CHF 1135

1 Thissabe inchodes ol optoreof GEB members, nchading relabed partiesy Mo comeerian aghts sreculdanding. o Peler io “Nate 30 Equity paopelion 438 othei corpersaion plavs ™ tothe corcldted fiaan
cial dalemeats i more mlomelon, o GEF members who eppsd down during 1001,
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Financial information
UBS AG (Parent Bank)

Loans granted to GEE members on 31 December 2010/2011°

CHE errape vabane indicated”

Hama, fuscinn For e yaar Loans!
e T, CEQ LS Wiealth Wanagemant, c-CE of Waalth Manageriont 8 Sees Bamd® O e 5387,500
liwg Zeltner, CEO LAES Wealth Managemant, co-CEG of Waalth Management & Swiss Bask 010 PRERE:
Aggragate of all GEE mamibess mn TaFENY

+ Hin Wt B b ranénd T bl it of thee GEE o mabss af 00l 1 L ket 3 Al i g aned a ered ke @ocepl i20 CHF 2343500 2011 5 GES member with the
= ican granird 4um.-sau.udu:lr33r-cuu.-uulnhg-u--mqulrmMa-mnmmmummmmmuumnwummm
RN e SIEstEony and commesUEie with his iesporsisities

Loans granted to BoD members on 31 December 2010/ 20111

CHE srap vebare incicatea®
Mams, fuscinn For e yea Loans!
aapar Vilger, Chanman M ]
PR o
Wichel Bemard, Vice Chairman oo 250000
i) [ 250,000
Danad Sidweall, Sanice Indepen dent Dimecior A1 o
PR o
Sally Bott, formar membor! R —— o
i) [ ]
RaisarMars Fray, member M ]
TR o
Brenn Gaheg, membar* wuo RO
A0 158,000
Arm B Godbehers, member M ]
TR o
sl P Lakmann, mamber 2011 ]
PR o
‘icifgang Mayrhebes, membsar M ]
TR o
Helmut Fanle, membar i o
R o
Willlam G, Famatt, mamber M ]
R o
bemaph Yom, mombar R —— 4,
i) [ =
Agoragata of 3l Bol) mambors R — 1548000
010 1,640,000

1 Koy ksowres B bee gramied o rebabed pariies of the Sol members 3t conditions not cesomary inthe radei. 2 4 loans graried 3 secwed foare 3 Sally Bolt stepped Soea on 01 Febnony 3011 as BaD meinie
4 Seoussd kan gravied poior io bl dedbon so the Ball

434

399/432



EDINETOOOO
00000000000 0O(E05852)

oOoOooodn
(1)
UBS 2011 2011 12 31
2012 UBS
2012 22 UBS
2012 15 UBS UBS 2011 2012 2
UBS
CEO CEO
UBS
CEO 2012 UBS UBS 2012
2012 UBS UBS UBS
32
(2)
21
UBS
I FRS UBS
I FRS
39
I FRS
I FRS
(1)
I FRS
18
18
Il FRS UsS GAAP

2010 16
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2 4
18
(2)
| FRS
SPE ( sI C )
12 — SPE SPE
SPE UBS
22
15
(3)
| FRS 2010 1 1
2010 1 1
21 2010
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(4)
| FRS

(5)
| FRS

(6)
| FRS

(7)

2010

FRS

22

1

21
20
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2010 1 1

I AS 27

2010

2010

2010



I AS 39
| FRS
(8)
| FRS
(9)
UBS | AS 40
2010 31
(a)
(b)
(c)
(d)
(10)
| FRS

UBS

Il FRS

20
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(11)
| FRS

(12)

I FRS

I FRS

20

10
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(13)
| FRS

(14)
| FRS | FRS

I FRS

(15)
| FRS

24 2011

(16)
Il AS 39

UBS 2008 10

(1)

(2)
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(3)

20
2010 31

(a)
(b)
(c)
(d)

(4)

20
20

(5)

(6)
2011 UBS

2006
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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
49 12 31
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2011 12 31

2010 2011 31
2011
2011 22
2011 24
2011
2011
2011
2010 2011
2011 2011
2011
2011
2011
2011 13
2011 13
2011 13
2011 16
2011 16
2011 16
2011 26
19
2011 26
2011 26
2011 26
2011 26 2011 11 17
2011 12
2010 2011 12
2011 12

19
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12

19

19

2011

19

19
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20

20
20
20
20

20

20

20
20
20
20
20
20
20
20
20
20

O

R = = = = T Y Y SN

N N D D NN DM NN N NMNDN

12

12
12
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2012 28

2013 25 (
) ( 225 )

(1)

(2)

(3)

24 22

4,237,602, 026
1,000

(1)

(2)

(3)

24 27

24,050, 993, 577
100

ADR
24 24 27
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322
C. 225
(1) ETF
12
(2) ETF
ETF 225
(3) ETF
89,473,522 (2012 20 )
2012 8 30 / ( )
(1)
7 1

(2)

(b)

( )

(3)

24 27

100
1,004,638, 164
24
2012 9 27 )
(1)
11 1

(2)

(b)

(
)

(3)

2 4 28
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To the General Meeting of

UBS AG, Zurich and Basel

Basel, 13 March 2012

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 2011,
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 page 284. 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.

A material weakness is a deficiency, or combination of deficiencies, in internal control over financial reporting, such that
there is a reasonable possibility that a material misstatement of the company’s annual or interim financial statements will
not be prevented or detected on a timely basis. The following material weakness has been identified and included in
management’s assessment. The control requiring bilateral confirmation with counterparties of trades within the Investment
Bank’s equities business with settlement dates of greater than 15 days after trade date, was not operating, and when such
trade were cancelled, re-booked or amended, the related monitoring control had ceased to operate effectively; and the
controls in the inter-desk reconciliation process within the Investments Bank’s equities and fixed income, currencies and
commaodities business to ensure that internal transactions are valid and accurately recorded in the books and records,
including controls over cancellations and amendments of internal trades that require supervisor review, intervention and
resolution, did not operate effectively.
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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 2011and 2010, 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 2011. The material weakness described in the preceding paragraph was
considered in determining the nature, timing and extent of audit tests applied in our audit of the 2011 financial statements
and this report does not affect our report dated 13 March 2012, which expressed an unqualified opinion on those financial
statements.

In our opinion, because of the effect of the material weakness described above on the achievement of the objectives of the
control criteria, UBS AG and its subsidiaries have not maintained effective internal control over financial reporting as of
31 December 2011, based on the COSO criteria.

Ernst & Young Ltd

Jonathan Bourne Andreas Loetscher

Licensed Audit Expert Licensed Audit Expert
(Auditor in Charge)
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To the General Meeting of

UBS AG, Zurich and Basel

Basel, 13 March 2012

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 2011 and 2010, 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 2011 on pages 289 to 410.

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 2011 and 2010, and the consolidated results of operations and the
cash flows for each of the three years in the period ended 31 December 2011 in accordance with IFRS, as issued by the
International Accounting Standards Board, and comply with Swiss law.

Report on other legal and regulatory requirements

We confirm that we meet the Swiss legal requirements on licensing according to the Auditor Oversight Act (AOA) and
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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 2011, 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 13 March 2011 expresses an adverse opinion on the
effectiveness of UBS AG and its subsidiaries’ internal control over financial reporting.

Ernst & Young Ltd

Jonathan Bourne Andreas Loetscher

Licensed Audit Expert Licensed Audit Expert
(Auditor in Charge)
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To the General Meeting of

UBS AG, Zurich and Basel

Basel, 13 March 2012

Report of the statutory auditor on the financial statements

As statutory auditor, we have audited the financial statements of UBS AG which comprise the balance sheet, income
statement and notes on pages 414 to 434 for the year ended 31 December 2011.

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 association. 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 2011 comply with Swiss law and the Company’s
articles of association.

Report on other legal requirements

We confirm that we meet the Swiss legal requirements on licensing according to the Auditor Over-sight Act (AOA) and
independence (Art. 728 Code of Obligations (CO) and Art. 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
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control system exists, which has been designed for the preparation of financial statements in accordance with 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 association. We recommend that the financial statements submitted to you be approved.

Ernst & Young Ltd

Jonathan Bourne Andreas Loetscher

Licensed audit expert Licensed audit expert
(Auditor in charge)
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