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356 383 383 384 384
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11,759 19,402 18,023 17,374 17,074
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3,000

3,100 31

800

8,000
6,800

2,200

2013
2012
7,200
100

6,000
2013

5,200
1,200
1,100



28

27 5,500
7,200
2012
30 6,400
3,800
1,000
4,500
5,800
2012
4,700
6,700
1,400
7,300
2012
2,100
17 100
2014
2013
2,400
6,600

244 6,100
7,100
3,000
1,600
4,800
236 8,900
151 8,200
9,900
9,600
8,000
83 8,000
2013 4,800
2013
2,700
8,700

5,000
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1,400 6,800
8,900 1,600
30 3,000
600 8,300
1,700 300
4,800 5,800
1,000 2013
9,300
5,500
4,200
10
2014
20 25
2014
UBS
UBS
UBS
oClI
2013 UBS UBS 31 7,200
UBS 12 1,100 oClI 19
6,100
2013 oClI 15 2,000
oClI
7,100
oClI ocClI
5,400
oClI 0ClI 11 1,900
oClI 3,900
oClI 11 2,400
300
oCl 800

0Cl 4,900
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2013 106.6 2013 88.0
89.1 85.0
RWA RWA 410
RWA 170 330 2,290
RWA 250 RWA 410
CVA
(CvA)180 RWA
240
60
RWA
100
RWA
60 RWA 170
50 40
VaR VaR VaR 20
30 10 RWA
RWA 250 UBS FINMA
RWA225
263 2013
359
199
336
UBS
206 221 176
190
2012

UBS
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52 55
15
UBS
83 136
UBS
2013 83
2012 62
133 199
2012 12 31 650
2013 12 31 8,860 360
340 40
2012 12 31 930
2013 12 31 8,650
1,080 190 1,270
9,700
2012 12 31 5,810
2013 12 31 5,830 200
150 70
440
2013 12 31 2012 12 31 2,500
20 100
PRV PRV
oTC
660 7,390 180
2013 12 31 2,180
2,110
0TC
1,700
390 220
210 2,410

230 1,620
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PRV
160 2,470
40 1,410 50
1,100
450 140
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810

70 2,870

40
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490

1,190

240
380 1,230
80
340
40
80
1,730 41 2,460

1,550 39 2,400
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480 200
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30
220
459 4,900
UBS
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60
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2013
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224
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149 2013
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22

2013 476
409
43
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2013 RWA 2013 12 31 225
FINMA
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2013 12
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UBS UBS
UBS IFRS
IFRS
2013 12 31
19
CVA 2013 12 31
2013 12 31
16 600 11 9,900
0.6 0.4
2013 12 31
2013 4,000

2012 4,700
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2013 12 31 4,400

5,000 1 1,400 9,400
2,000
11 30
UBS
IFRS
oTC ETD
SFT

2013 12 31

2012 4,410 4,530
2012 12 31 920 2013 12 31 1,020
2013 12 31 95 2012 12 31
91
2013 12 31 34
45
LTV 57 42
2013
2012 12
31 350 2013 12 31 380
2013 12 31 81 2012 12 31
87
2013 12 31
35 56

LTV 58
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31 10
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UBS
1,590
2013
60
69
LGD
LGD
2012 12 31

1,240

32 16
2013 12 31 6,100
2013
1,500 4,000
2013 12 31 22
UBS
2013 12 31
2013 12 31 1,560
1,370
93
2013
80 0
LGD 1990
2011 1.20
EU
0.7 2013 12 31
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LTV
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UBS FINMA RWA
2013 12 31
RWA RWA
2013 12 31 RWA
2013 12 31 RWA 225 50
2013 10 RWA 50
2013
PRV 1,700 390
(0TC) 90 51
2,180 2,110
RWA 1,030 390
640 UBS FINVA
RWA
2013 850
2013
UBS 0TC
2013 12 31 PRV 95
2013 12 31 2,040 1,850
PRV 1,610
0TC
330
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90
PRV 30 2013 12 31
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UBS 0.10
NYSE SIX Swiss Exchange
(€D) 2013 12 31
) ) )
4,360,761,225 3,842,002,069 518,759,156
() 0.10
2013 12 31
0.10 3,842,002,069 3,842,002,069 (437,105)
)
( 0.10 ) 3,842,002,069
)
)
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©) 2013 12 31

) )
2009 332,225,913 | 3,264,806,462 33,222,591 326,480,646
12 31 (3,780) (37,144)
293,258,050 | 3,558,064,512 29,325,805 355,806,451
(3,336) (40, 480)
48,241 | 3,558,112,753 4,824 355,811,275
@ (40,481)
2009 12 31 - | 3,558,112,753 - 355,811,275
(40,481)
2010 272,651,005 | 3,830,763,758 27,265,100 383,076,375
12 31 (3,102) (43,583)
76,755 |  3,830,840,513 7,676 383,084,051
@ (43,583)
2010 12 31 - | 3,830,840,513 - 383,084,051
(43,583)
2011 1,281,386 | 3,832,121,899 128,139 383,212,190
12 31 (15) (43,598)
2011 12 31 - | 3,832,121,899 - 383,212,190
(43,598)
2012 3,128,334 | 3,835,250,233 312,833 383,525,023
12 31 (36) (43,634)
2012 12 31 - | 3,835,250,233 - 383,525,023
(43,634)
2013 6,751,836 | 3,842,002,069 675,184 384,200,207
12 31 an (43,710)
2013 12 31 3,842,002, 069 - 384,200,207
(43,710)
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2013
2013 607,985 60,798.50
2013 605,626 60,562.60
2013 475,334 47,533.40
2013 317,213 31,721.30
2013 1,935,473 193,547.30
2013 187,000 18,700.00
2013 434,841 43,484.10
2013 1,149,085 114,908.50
2013 465,808 46,580.80
2013 10 329,272 32,927.20
2013 11 143,522 14,352.20
2013 12 100,677 10,067.70
2013 6,751,836 675,183.60
71,794,455 169,282,635
1,476,684,009( ) 4,728,361,054
(20.57) (48.56)
7,179,445.5
)
C))
() 2013 12 31
291,066 97.8 570,304,936 14.9
6,191 2.1 756,640,328 19.7
409 0.1 1,146,051,655 29.8
- - 1,369,005,150 35.6
297,666 100.0 3,842,002,069 100.0
9,129 3.1 420,546,003 10.9
6,390 2.2 377,301,080 9.9
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15,871 5.3 926,293,189 24.1
259,676 87.2 748,856,647 19.5
- _ 1,369,005,150 35.6
291,066 97.8 3,842,002,069 100.0
(b 2013 12 31
C D
1-100 34,367 11.6 1,967,157 0.1
101-1,000 162,176 54.5 75,191,894 2.0
1,001-10,000 91,263 30.7 254,540,908 6.6
10,001-100,000 9,043 3.0 220,165,057 5.7
100,001-1,000,000 690 0.2 185,036,289 4.8
1,000,001-5,000,000 95 0.0 211,905,582 5.5
5,000,001-38,420,020 ( ) 25 0.0 251,431,040 6.5
1 0.0 41,946,308 1.1
2 0.0 164,602,980 4.3
1 0.0 143,960,557 3.8
0 0.0 0 0.0
3( ) 0.0 922,249,147 24.0
297,666 100.0 2.472,996,919 « ) 64.4
« D 1,369,005,150 35.6
3,842,002,069 100.0
( ) 2013 12 31 (Chase Nominees
Ltd.) UBS 11.73 UBS
UBS DTC(Cede & Co.)
UBS 5.89
UBS 6.39
GIC Private Limited
« D 409,992,696
( ) 2013 12 31
®)
UBS 10 15 20 25 33 1/3
50 66 2/3
UBS
2013 12 31 2012 12 31
11.73 11.94
6.39 6.40
DTC(Cede & Co.) 5.89 5.28
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(Nortrust Nominees 3.75 3.84
Ltd.)
( ) DTC(Cede & Co.)
@
UBS
@
()
2009 12 31 2010 12 31 2011 12 31 2012 12 31 2013 12 31
0.10 0.15 0.25
(1) an (28)
9.1 -22.7 29.8
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2000 16
( )
)
2009 2010 2011 2012 2013
19.65 18.60 18.93 15.25 19.60
(2,236) (2,116) (2,154) (1,735) (2,230)
8.20 13.31 9.66 9.795 14.09
(933) (1,514) (1,099) (1,114) (1,603)
( )
)
2009 2010 2011 2012 2013
18.98 18.33 20.00 16.76 21.61
(1,935) (1,869) (2,039) (1,709) (2,203)
7.24 12.39 10.56 9.90 15.09
(738) (1,263) (1,077) (1,009) (1,538)
( )
()
2013 2013 2013 2013 10 2013 11 2013 12
18.35 19.47 19.60 19.30 17.69 17.41
(2,088) (2,215) (2,230) (2,196) (2,013) (1,981)
15.62 17.77 18.16 17.34 16.34 16.12
@,777) (2,022) (2,066) (1,973) (1,859) (1,834)
( )
)
2013 2013 2013 2013 10 2013 11 2013 12
19.84 20.87 21.48 21.61 19.29 19.34
(2,023) (2,128) (2,190) (2,203) (1,967) (1,972)
16.54 19.25 19.60 19.30 17.94 18.21
(1,686) (1,963) (1,998) (1,968) (1,829) (1,857)
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2013 12 31
@
A. 1957 2002 2004 233,333
(Axel A. Weber)
2004 2011
2011 2012
IMD
1956 31 [2005 2013 150,412
(Michel Demaré) (ABB)
2005
2008 CEO
2008 2011
IMD
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1953 28 2004 2007 151,184
(David Sidwell) CFO
DC
DC
1955 18 (2000 2002 0
(Reto FRANCIONI) AG
CEO
2002 2005
SWX
2005
CEO
2006
Institute
de Empresa
VHV
1963 10 |2004 21 209,044
(Rainer-Marc Frey) DKSH
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F. 1955 14 1996 2007 113,562
(Ann F. Godbehere)
2001 2003
2003 2007
2008 2009

123/570



EDINETOOOO
00000000000 0O(E05852)
ooooodn

P. 1959 23 1996 185,970
(Axel P. Lehmann)
2004

CEO
2008

2011

2011

2008 2010
IT

1946 31 1982 2006 BMW 162,244
(Helmut Panke)
1993 1996 BMW

CEO
2002 2006 BMW
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G. 1945 1967 2007 99,914
(William G. Parrett) 1999 2003
USA LLP
1999 2007
2003 2007
1GATE
1965 1995 2003 24,452

(Isabelle Romy)
Niederer Kraft &

Frey

1996

2003 2012

2012
Froriep

1965 2001 22,496
(Beatrice Weder di

Mauro)
2004 2012

GmbH
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2,061 936 2,144 (20) 886 31 (191) 5,786

5,512 5,629 1,630 1,954 7,712 (976) 535 21,997

3.4.5 7,573 6,565 3,774 1,935 8,599 (1,007) 344 27,782
( ) (10) @27 (18) 0 2 0 3 (50)

7,563 6,538 3,756 1,935 8,601 (1,007) 347 27,732

3,371 4,574 1,442 873 3,984 424 515 15,182

1,650 924 875 448 2,040 422 2,022 8,380

97 13 (162) an 3 1 65 0

190 121 143 47 260 0 55 816

8 49 0 8 14 0 3 83

7 5,316 5,680 2,298 1,359 6,300 847 2,660 24,461

( 2,247 858 1,458 576 2,300 (1,854) (2,312) 3,272
( (110)
( (3,381)

8 109,758 45,491 141,369 14,223 241,103 247,407 210,508 1,009,860
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3.4.5 7,040 5,891 3,756 1,883 7,144 (1,689) 1,516 25,541
( ) 1 (14) @7 0 0 0 (78) (118)
7,041 5,877 3,728 1,883 7,144 (1,689) 1,439 25,423
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1,360 893 857 395 2,312 1,696 ° 1,141 8,653
( ) 243 (15) (370) (10) (202) 21 335 0
159 100 128 37 214 9 41 689
7 0 0 0 0 0 0 3,030 3,030
7 7 51 0 8 13 0 28 106
8 4,634 5,281 1,901 1,314 6,877 2,008 5,202 27,216
« ) 2,407 597 1,827 569 267 (3,698) (3,764) (1,794)
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«C ) (2,255)
9 104,620 43,948 145,320 12,916 261,511 262,857 428,625 1,259,797
4 1 45 12 62 1,032 0 1,158
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3.4.5 7,634 5,219 4,186 1,803 6,813 1,932 286 27,872
( ) 11 6) (101) 0 (10) w 22 (84)

7,645 5,213 4,085 1,803 6,802 1,931 309 27,788

3,300 3,830 1,702 954 5,026 116 706 15,634

1,192 783 834 375 2,129 161 486 5,959

( ) 318 ©) (470) (6H) (358) 19 503 0

165 99 136 38 208 73 43 761

6 37 48 0 8 15 0 19 127

7 5,012 4,750 2,201 1,373 7,019 369 1,756 22,482

« ) 2,633 463 1,884 430 @n 1,562 (1,448) 5,307
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3,373 12 1,455 11
2,189 8 628 5
1,121 4 821 6
63 0 6 0
10,728 39 5,261 40
27,732 100 13,141 100
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9,678 38 6,171 46
9,214 36 5,752 43
3,004 12 367 3
1,609 6 1,494 11
118 0 647 5
1,426 6 840 6
66 0 7 0
11,041 43 5,292 40
25,423 100 13,324 100
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9,491 34 9,038 56
9,324 34 8,617 53
3,689 13 407 3
3,115 11 1,687 10
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11,494 1 5,045 31
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1,323 1,265 1,179 5

2,485 2,467 2,661 1

9 9 8 0

5,015 3,574 2,831 40
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3,980 2,999 2,432 33

784 (540) 1,645 45

1,045) (1,992) 1,765 “48)

(283) (2,202) 1,537 87)

261 1,452 (121) 82

10,915 9,504 11,169 15

8,686 9,323 9,925 @

852 1,413 1,716 (40)

2,913 4,482 5,466 (35)

364 369 248 [¢))

322 381 615 (15)

13,137 15,968 17,969 (18)

893 1,433 2,040 (38)

829 1,208 1,352 31)

3 1,846 2,442 2,851 (24)
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1,002 786 2,487 27
5,130 3,526 4,343 45
« ) 99 420 419 (76)
¢ 2,056) (6,493) 7,437 (68)
1 24 2
2013 SNB 431
2012 2011 526
133
2011 1,849
2013 2012 2011 2012
12 31 12 31 12 31 12 31
850 807 626 5
524 732 554 (28)
1,374 1,539 1,180 (11)
M&A 613 679 992 (10)
4,035 3,836 4,169 5
3,803 3,626 3,577 5
6,625 5,895 5,551 12
485 451 368 8
16,935 16,026 15,837 6
367 414 438 (11)
873 833 827 5
18,176 17,273 17,102 5
839 871 933 ®
1,050 1,006 933 4
1,889 1,876 1,866 1
16,287 15,396 15,236 6
3,196 2,965 3,236 8
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6,268 6,814 6,859 ®)
1 2,986 3,000 3,516 0
2 76 134 173 “43)
1 288 367 191 22)
2 78 109 121 28)
(146) 174) (215) (16)
3 114 303 239 (62)
242 128 46 89
190 214 217 (11)
792 768 743 3
4 887 18 831
15 3,140 2,873 2,518 9
631 682 758 )
6 15,182 14,737 15,634 3
1 29 2 UBS
3 42012
730
116 28 >
6 2013 12 31 2012 12 31 2011 12 31 156
358 261 32
2013 2012 2011 2012
12 31 12 31 12 31 12 31
1,044 1,074 1,059 ®)
IT 458 473 429 ®
609 632 616 O
638 636 621 0
478 528 393 ©)
451 450 470 0
1,032 908 822 14
IT 1,340 1,357 1,151 @
1,2 1,701 2,549 276 (33)
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)
93 95 23
455 23 1,041
342 72 83
(1,000) 271 (246)
) (110) 461 901
93
342
1,000
2013 2012 2011
12 31 12 31 12 31
C ) 3,272 (1,794) 5,307
3,323 4,040 4,652
(&) (5,834) 654
(2013 2012 21 2011 21.5 ) 687 377) 1,141
)
(305) (680) 98
58 184 939
(419) (1,342) ®)
(624) 417) (1,189)
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32 (216) @71)
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1,290 (415) 875 1,698 (1,047) 651
28,801 (22,534) 6,267 29,022 (23,276) 5,746
831 (84) 747 1,067 (131) 936
1,729 773) 956 1,235 (425) 809
32,651 (23,807) 8,845 33,021 (24,879) 8,143
37 17
0 2
21 33
59 52
2013
230 2012 581
91 2012 457
UBS AG
2013 12 31 4,484
2012 12 31 3,487
2013 12 31 IAS 12
2013 12 31 69,962
2013 12 31 2012 12 31
0 0
10,683 7,912
10 189 461
11 20 40,579 43,866
18,512 15,886
69,962 68,125
20
2013 12 31
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UBS 3,172 (2,480) 4,138
UBS 3,172 (2,480) 4,138
UBS « ) 0 16)) ®) (100)
EPS UBS
3,172 (2,481) 4,135
EPS 3,763,076,788 3,754,112,403  3,774,036,437 0
81,111,217 126,261 61,259,378
EPS 3,844,188,005 3,754,238,664  3,835,295,815 2
0.84 (0.66) 1.10
0.83 (0.66) 1.08
3,842,002, 069 3,835,250,233  3,832,121,899 0
73,800,252 87,879,601 84,955,551 (16)
3,768,201,817 3,747,370,632  3,747,166,348 1
246,042 418,526 509,243 (41)
EPS 3,768,447,859 3,747,789,158  3,747,675,591 1
2012
2013 12 31 2012 12 31 2011 12 31 12 31
117,623,624 233,256,208 219,744,203 (50)
16,517,384 15,386,605 24,407,443 7
SNB 1 0 100,000,000 100,000,000 (100)
134,141,008 348,642,813 344,151,646 (62)
! SNB SNB
2008 2009
UBS SNB SNB SNB
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17,232 21,242
2,407 638
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17,170 21,220
137,370 132,033
22,716 22,421
86,820 77,579
1.2 35,945 40,407
3 4,813 8,166
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67D) (706)
(35) 0
286,959 279,901
4 304,128 301,121

a 10 27¢c 8
a 10 27¢ 4
Risk management and control
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2013 12 2013 12 2013 12 2012 12 2012 12 2012 12

31 31 31 31 31 31
10,495 34,729 9,052 15,977 56,775 12,393
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2013 12 2013 12 2013 12 2012 12 2012 12 2012 12
31 31 31 31 31 31
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145 93 52 (@) 50 118
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(€)) 0 €)) 0 €)) ®@
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! 22
Financial and
operating performance 2 87
2013 137
2013 2012
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15 0 15 15 22
651 20 671 671 706
2 0 2 2 2
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669 20 688 61 750 794
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3,657 16,377
1,631 1,222
1,603 1,430
1,482 1,701
1,312 2,249
1,192 1,930
5,039 8,547
25,407 34,064
46,519 80,205
51,881 48,035
15,849 15,230
114,249 143,471
8,599 17,093
122,848 160,564
8,222 16,115
173 280
2,508 7,387
1 1
1,140 527
15 8
573 568
308 1,610
823 1,475
2,453 3,036
11,498 20,626
15,111 13,621
26,609 34,247
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13,061 28,737
16,008 23,887
3,033 6,129
11,137 12,895
3,280 8,556
1,973 6,760
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51,881 48,035
15,849 15,230
114,249 143,471
8,599 17,093
122,848 160,564
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3 22
3 22
11,498 20,626
15,111 13,621
26,609 34,247
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PRV NRV PRV NRV
PRV NRV PRV NRV

0TC

207/570



EDINETOOOO
00000000000 0O(E05852)

oOoOooodn
6 0.2 123.7 0.2 107.1 1,944.2 0.8 481.0 0.8 443.8 1,329.6
104.3 2,243.5 91.7 2,098.5 14,162.8 223.3 3,933.5 196.1 3,789.2 14,276.3
! 25.2 928.8 25.3 900.3 0.0 41.8 1,193.7 42.2 1,181.5 0.0
492.0 759.0
0.0 0.2 0.1 1.8 287.5 0.0 3.0 0.0 0.0 725.5
8
0.1 0.0 0.0 0.0

129.8 3,296.2 117.2 3,107.7 16,886.5 266.0 5,611.3 239.1 5,414.5 17,090.4

oTC
18.1 541.7  16.9 527.0 203.3  36.5  1,092.0 34.0  1,043.3 238.9
0.2 3.1 0.2 3.1 0.0 0.4 2.4 0.4 3.3 0.0
0.0 3.6 0.0 0.1 0.0 0.0 3.1 0.0 0.5 0.0
18.3 548.4  17.0 530.1 203.3  36.9  1,007.6 4.4 1,047.1 238.9
otC
12.4 661.2  13.4 667.9 0.0 12.3 690.8 12.5 689.6 0.0
54.2 1,924.0  57.4 1,858.1 0.0 76.9 2,382.0 80.9  2,193.2 0.0
! 9.3 494.0 9.4 455.5 0.0 6.8 411.8 7.6 348.0 0.0
7.2 13.8
0.0 5.4 0.0 6.1 0.0 0.0 0.6 0.0 0.6 0.0
8 0.1 0.1 0.0 0.0
76.0 3,084.4  80.3 2,987.6 7.2 9.0 3,485.1  101.0  3,231.4 13.8
otC
3.2 45.9 4.6 59.2 0.0 2.7 4.7 3.3 47.0 0.0
7.7 74.7 9.3 103.1 0.0 8.4 84.8 7.4 98.3 0.0
25.7 16.6
3.1 110.8 4.0 112.4 7.2 2.4 94.9 3.3 106.8 17.7
8 4.0 4.0 2.4 2.4
18.1 231.4 219 274.7 2.9 15.9 221.4 16.4 252.1 34.3
otC
1.5 19.5 1.3 14.7 0.0 1.4 22.9 1.4 21.8 0.0
! 1.0 12.9 0.9 9.4 0.0 1.0 25.2 1.2 21.7 0.0
1.1 14.4
0.0 9.7 0.1 8.2 0.0 0.4 23.3 0.4 21.2 0.0
0.0 0.6 0.1 2.3 0.2 0.1 6.4 0.1 7.0 1.2
8 0.9 0.9 0.9 0.9
3.5 4.7 3.2 34.6 11.3 3.8 77.9 4.0 71.7 15.6
9 0.1 10.6 0.1 8.9 0.0 0.2 20.4 0.1 8.7 0.0
9 0.1 12.7 0.2 15.2 0.0 0.1 8.9 0.2 19.0 0.0
IFRS
245.8 7,235.5  240.0 6,958.7 17,141.2 419.0 10,522.6  395.3 10,044.4  17,392.9
(185.0) (185.0) (327.3) (327.3)
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5.1 9.2 488.2 8.7 4.1 450.3
1.0 1.9 146.8 2.9 1.1 171.9
0.4 0.4 9.4 0.1 0.2 5.3
0.2 0.1 5.4 0.0 0.1 0.8
0.0 0.0 3.6 0.0 0.0 0.1
2013 12 31 6.6 11.6 653.4 11.7 5.5 628.4
6.4 11.2 639.5 11.2 5.2 613.7
0.3 0.4 13.9 0.4 0.3 14.8
PRV NRV PRV NRV
14.9 1.1 815.0 1.1 13.1 781.7
6.1 1.5 376.7 2.7 6.0 369.4
0.8 1.2 17.7 1.0 1.2 13.7
0.4 0.3 4.2 0.0 0.1 1.5
0.0 0.0 3.1 0.0 0.0 0.5
2012 12 31 22.1 14.0 1,216.8 14.8 20.4 1,166.7
22.0 13.5 1,167.9 14.3 20.3 1,117.3
0.1 0.5 48.9 0.5 0.1 49.4
PRV NRV PRV NRV
1.6 2.9 146.9 3.0 1.5 138.0
3.7 8.0 377.0 8.1 3.7 370.7
0.0 0.0 101.5 0.0 0.0 101.8
1.4 0.7 27.9 0.6 0.3 17.8
2013 12 31 6.6 11.6 653.4 11.7 5.5 628.4
PRV NRV PRV NRV
5.1 3.0 255.4 3.1 5.5 254.7
12.8 10.1 752.3 10.8 13.8 741.3
0.0 0.0 132.6 0.0 0.0 106.3
4.2 1.0 76.4 0.8 1.1 64.5
2012 12 31 22.1 14.0 1,216.8 14.8 20.4 1,166.7
UBS 0TC 2009
0TC CDS CCP
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4 156

17,876 31,740
8,089 5,042
6,733 6,669
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4,865 4,221
4,983 4,200
3,132 2,486
58,876 65,659

649 572
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372 421
( (196) an
175 404

95 252

2013 2012
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8,307 2,677 2,422 1,411 792 819 16,428 16,683
51 69 208 53 41 821 1,244 1,111
(154) (209) (382) 4N an () 7)) (859)
(225) 215 4 310 27 (818) (488)° (420)
(10) (76) (46) ®) (15) (23) @) (88)
7,970 2,677 2,205 1,718 769 799 16,136 16,428
4,660 1,912 2,071 1,306 574 0 10,524 11,005
202 178 191 108 55 0 734 653
2 0 59 0 15 7 0 81 36
(51) (201) (381) 47 an 0 (756) (850)
(323) 4 0 0 0 0 ¢19)° (255)
(0)) (59) (40) ©) 12) 0 Q2% (65)
4,485 1,894 1,841 1,374 547 0 10,140 10,524
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25013
36
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%013 12 31
° 169
2013 2012
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99 10
7 6
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12.0 13.0 2.4 2.4
2013 2012
12 31 12 31
5,949 696 773 1,469 7,417 10,641
1 38 38 79 11
®) (28) (28) (35) @
0 (3,110)
(141) (18) (20) (38) 179) 124)
5,842 678 763 1,441 7,283 7,417
424 532 956 956 946
35 44 79 79 89
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0 (3,110)
12) ® 1) 2D an
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5,842 231 220 451 6,293 6,461
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21,459 24,934
143,068 134,255
390,825 373,459
403,686 396,483
20
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3,664 4,845
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1 14,488 18,599
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2014 2015 2016 2017 2018 2019-2023
UBS AG
3,556 1,881 1,361 2,637 933 2,275 2,788 15,431 22,344
14,057 9,244 6,522 3,412 3,293 5,105 8,126 49,760 62,551
17,612 11,126 7,882 6,049 4,227 7,380 10,915 65,191 84,894
4 125 55 79 242 175 788 1,468 1,733
779 511 211 656 264 557 264 3,242 5,273
783 636 267 735 506 732 1,052 4,710 7,006
18,395 11,762 8,149 6,784 4,733 8,112 11,966 69,901 91,901
21
2013 12 31 2012 12 31
15,811 11,153
2,961 7,792
8,862 13,548
27,633 32,493
17,417 31,341
14,341 15,116
11,040 11,848
SRB 4,710 3,656
8,293 7,585
779 1,341
2,083 5,113
53,953 72,344
1 81,586 104,837
bo13 12 31 160 2013
2012 12 31 118
a)15) 14
2013 12 31
2012 12 31 1,119 2,608
2013 12 31 2012 12 31
11,040 11,848 SRB
2013 12 31 2012 12 31 4,710
3,656 2013 12 31
LIBOR
2013 12 31 2012 12 31
70,546
92,989
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UBS AG
25,023 6,154 5,332 7,484 5,753 8,250 1,384 59,381 77,511
0 6.6 0.3 3.9 0 6.4 0 5.9 0.4 6.6 0 4.9 0 2.8
5,661 6 131 2,190 7,988 9,198
383 889 1,305 653 0 5,207 2,368 10,805 11,157
3.1 2.4 7.4 3.1 5.9 4.1 7.4 0 4.5 7.6 4.3 8.8
235 235 692
31,067 7,049 6,769 8,137 5,753 13,693 5,943 78,409 98,557
2,469 2 540 141 3 20 1 3,175 6,150
0 8.0 0 0-8.3 0 8.0 0 0 0
1 1 129
2,469 2 540 141 4 20 1 3,177 6,280
33,536 7,050 7,309 8,277 5,757 13,713 5,944 81,586 104,837
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2 79.9 30.1 4.3 114.2 91.4 46.4 5.7 143.5
7.9 5.1 0.0 13.1 22.2 6.4 0.1 28.7
1.1 13.3 1.7 16.0 0.8 21.4 1.6 23.9
0.0 2.0 1.0 3.0 0.0 4.1 2.0 6.1
4.8 6.0 0.3 11.1 2.6 10.2 0.1 12.9
0.0 2.3 1.0 3.3 3.6 3.4 1.5 8.6
50.7 1.0 0.2 51.9 47.6 0.3 0.1 48.0
15.4 0.4 0.1 15.8 14.5 0.4 0.3 15.2
3.0 237.4 5.5 245.8 2.9 408.0 8.1 419.0
0.0 129.4 0.3 129.8 0.0 265.6 0.4 266.0
0.0 15.3 3.0 18.3 0.0 33.2 3.6 36.9
0.5 74.6 0.9 76.0 0.3 94.5 1.2 96.0
2.2 14.6 1.2 18.1 2.2 10.9 2.9 15.9
0.0 3.5 0.0 3.5 0.1 3.8 0.0 3.8
0.1 2.9 4.4 7.4 0.1 4.1 4.9 9.1
0.0 1.4 1.1 2.5 0.0 1.4 1.4 2.8
0.0 1.1 3.1 4.2 0.0 2.2 3.3 5.5
0.1 0.5 0.2 0.7 0.1 0.5 0.2 0.8
39.7 19.0 0.8 59.5 48.5 16.9 0.7 66.2
38.0 1.2 0.0 39.2 46.4 0.6 0.0 47.0
1.6 13.6 0.1 15.3 2.1 8.8 0.1 10.9
0.0 0.0 0.2 0.3 0.0 0.1 0.2 0.4
0.0 4.0 0.0 4.0 0.0 7.3 0.0 7.3
0.1 0.1 0.4 0.6 0.1 0.0 0.4 0.6
0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.1
8.6 0.0 0.0 8.6 17.1 0.0 0.0 17.1
0.0 0.1 0.1 0.1 0.0 0.0 0.1 0.1
131.3 289.4 15.0 435.7 160.0 475.4 19.6 655.1
2013 12 31
2013

2012 12 31

238/570



EDINETOOOO
00000000000 0O(E05852)

OooooOodd
2013 12 31 2012 12 31
22.5 3.9 0.2 26.6 28.6 5.4 0.2 34.2
6.9 0.5 0.0 7.3 14.1 0.6 0.0 14.7
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1
2013 2012 2013 2012
12 31 12 31 12 31 12 31
()
2.3 1.9 4.6 4.3
2.5 2.5 3.2 4.1
0.0 0.0 3.3 2.1
2.6 2.1 1.1 1.2
65
65 45
2013 2012 2013 2012
12 31 12 31 12 31 12 31
BVG 2010 G 21.3 21.2 23.1 23.0
SINA_ L CMI 2010 G 24.4 24.5 27.3 27.5
IRC 1.430(h)(3) PPA 19.3 19.2 19.3 19.2
K. 2005 G 19.7 19.6 22.4 22.3
65
65 45
2013 2012 2013 2012
12 31 12 31 12 31 12 31
BVG 2010 G 23.8 23.7 25.5 25.4
SINA_L CMI 2010 G 25.5 25.6 27.8 27.9
IRC 1.430(h)(3) PPA 21.1 21.0 21.1 21.0
K. 2005 G 23.8 23.7 26.3 26.2
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1
) C )

2013 2012 2013 2012
12 31 12 31 12 31 12 31
50 (1.301) (1,438) (411) (410)
50 1,471 1,639 472 470
50 142 163 1 2
50 (138) (155) 6} @
50 1,007 1,118 301 355
50 2 2 (340) (281)
50 270 304 7 10
50 (259) (286) ®) (10)
561 613 132 125

22013 12 31

2012 12 31
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2013 12 31 2012 12 31
Q) )
113 0 113 1 602 0 3
0 2,523 2,523 11 0 2,377 1
617 0 617 3 597 0 3
5,935 827 6,761 30 5,210 824 28
1
AMA  BBB- 3,018 0 3,018 13 3,492 0 16
BBB- 0 0 0 0 0 0 0
AMA  BBB- 6,867 0 6,867 3t 7,060 0 32
BBB- 752 0 752 3 615 0 3
0 124 124 1 0 138 1
1,220 486 1,707 8 593 259 4
0 15 15 0 0 16 0
18,523 3,975 22,498 100 18,169 3,614 100
2013 12 31 2012 12 31
22,498 21,783
UBS UBS 119 611
UBS 32 32
UBS 1,007 0
UBS 143 158
U3 287 83
UBS 122 0

AAA BBB- BBB-

UBS
2013 12 31 14 UBS
2013 12 31
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2013 12 31 2012 12 31
Q) (%)
173 0 173 5 95 0 3
1
AAA  BBB- 66 0 66 2 121 0 3
BBB- 42 0 42 1 121 0 3
AAA  BBB- 10 0 10 0 19 0 1
BBB- 7 0 7 0 23 0 1
1 0 1 0 0 0 0
639 3 641 17 624 4 16
1,012 0 1,012 27 874 0 23
1
AAA  BBB- 1,061 0 1,061 28 1,082 0 29
BBB- 208 0 208 6 219 0 6
AAA  BBB- 100 35 135 4 125 0 3
BBB- 62 2 83 2 132 0
0 103 103 3 0 95 3
0 0 0 0 0 0 0
45 160 205 5 61 163 6
0 15 15 0 0 15 0
0 5 5 0 8 4 0
3,426 342 3,768 100 3,503 280 100
3,768 3,783
AAA  BBB-  BBB-
UBS
UBS
2013 UBS
2013 UBS
2013
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2012 UBS
116
2014
(
)
2013 12 31 2012 12 31
136 219
1 6
6 9
2 3
®) 26
() @ 0
() (10) 10
8 16
an ®
0 (108)
©) ®
@ @
114 136
15 27
0 0
99 109
0 0
) (114) (136)
1 6
6 9
an ®
0 (108)
11 (102)
3 (26)
3 (26)
28a
2013 12 31 2012 12 31
4.8 4.1
6.8 7.6
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1
« )
2013 12 31 2012 12 31
50 ® ®)
50 7 9
100 9 12
100 ® (10)
7 9
1
c
UBS
UBS
2013 12 31 2012 12 31 2011 12 31
236 240
254
d
UBS UBS UBS
UBS UBS
2008 UBS UBS
25 10
2009 UBS UBS
2013
2013 12 31
19 2012 12 31 11
UBS
2013 12 31 2012 12 31 2011 12 31
UBS
33 31 24
UBS
8 9 10
1 1 3
2 0 0
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UBS UBS
2013 12 31 2012 12 31
UBS 1,459 2,926
UBS 5 10
UBS 2,293 3,645
UBS 8 81
28a
UBS 2013 12 31 UBS 16,192,501
278 2012 12 31 UBS 16,690,174 240
29
a
UBS
50
GEB
UBS 2013
2014 2013
a)25)
( EOP ):
UBS UBS UBS
EOP 2014 UBS UBS
2010 2011 EOP
2011 2012
2012
2013
EOP
UBS
UBS
2014
2014
UBS
UBS 2012 EOP

2013
UBS
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PEP

UB

Tier 1

SEEQP

EOP

S

DCCP

10

SEEQP
EOP
2012 2013
UBS
2015
PEP
PEP
TSR UBS
2012 2013
2012
2012
DCCP
FINMA
UBS AG
GEB
2012 EOP

2012 2011
UBS
UBS
2013 2012
SEEOP
IPP 2010
IPP
2010 2012
EP
UBS
EP
UBS
PEP
SPAP
2013 2014
DCCP
2012 2013
UBS AG
2013
Tier 1
GEB
UBS
LTDRSIS LTDRSIS

EOP

UBS
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GEB

2011

GEB EOP

GEB

UBS

IPP

TSR

2012

DCCP

DCCP

2014
GEB

UBS
20

UBS



GEB
2011
GEB
2011 CBP
2013
DCP
DCP
DCP
UBS
2010
2018
2018
10 20
KESOP 2009
SAR
UBS
UBS
UBS

CBP 2010 2012
2011 2012
2009 2010
CBP
GEB
CBP
2011
DCP
2011
UBS
2017
2010
UBS
KESAP
UBS
SAR
SAR
UBS
2009 SAR
UBS
2010
UBS
UBS
10
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2010
2012
2011 2015
UBS
SAR
UBS
UBS
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0000000
2014
UBS UBS
2013 12 31 2013 UBS
109
2013 12 31 UBS 73 2012 12 31 74
2006 150 139 2012
12 31 145
b
2013 12 31 2014
2014
2013
2014
2013
2013
2013
1,942 (30) 1,912 0 0 0
DCCP 152 96 248 348 230 578
DCP 2 53 55 7 12 19
EOP/SEEOP  UBS 190 466 656 520 307 827
PEP 0 3 3 0 0 0
1PP 0 33 33 0 21 21
UBS 190 502 692 520 328 848
EOP 19 60 79 37 36 73
2,305 681 2,986 912 606 1,518
152 136 2887 340° 308" 738
2,219 0 2,219 0 0 0
33 605 638 440 2,008 2,538
62 132 194 107 564 671
UBS 20 69 89 45 165 210
5 2,334 806 3,140 592 2,827 3,419
4,791 1,623 6,414 1,844 3,831 5,675
12013 12 31 1,042 UBS 787
79 65
111 2 78 72
146 114
242 210
%2013 DpCcp 2014 DCCP 101 42012 DpCCp
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0000000
2013 DCCP 109 5
2013
2012
2012
2012
1,411 (38) 1,373 0 0 0
DCCP 145 0 145 361 0 361
CBP DCP 5 149 154 10 87 97
EOP/SEEOP  UBS 135 995 1,130 383 495 878
PEP 0 10 10 0 4 4
IPP 0 62 62 0 82 82
UBS 135 1,067 1,202 383 581 964
UBS KESAP/KESOP 0 14 14 0 0 0
EOP 28 84 112 20 46 66
1,724 1,276 3,000 774 714 1,488
2 3
424 ) 367 494 71 565
1,957 0 1,957 0 0 0
54 579 634 587 2,115 2,702
54 129 183 54 620 674
UBS 21 78 99 66 216 282
4 2,087 786 2,873 706 2,951 3,657
4,235 2,005 6,240 1,974 3,736 5,710
12012 12 31 1,584 UBS
1,261 UBS 14 112
89 108
2 109 94 174
303 128 21
Specep 137 4
2013 UBS
2013
2012 62 63
13
UBS
2013 2012
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11 20
2012
2011
2011
2011
1,554 (88) 1,466 0 0 0
CBP DCP 34 309 343 3 179 182
EOP/SEEOP  UBS 231 1,153 1,384 740 720 1,460
PEP 3 5 8 10 4 14
1PP 0 97 97 0 134 134
UBS 234 1,256 1,490 750 858 1,608
UBS KESAP/KESOP 0 100 100 0 15 15
EOP 25 93 118 69 48 117
1,847 1,669 3,516 822 1,100 1,922
295 (104) 191 132 111 243
1,695 0 1,69 0 0 0
37 499 536 561 2,131 2,692
90 89 179 377 422 799
UBS 20 88 108 86 261 347
3 1,842 676 2,518 1,024 2,814 3,838
3,984 2,242 6,226 1,978 4,025 6,003
Yoo11 12 31 1,789 UBS
1,490 UBS 100 118
39 42
2 121 215 239
46 3
EOP
2013 2012 2011 12 31
1,042 1,584 1,789
2013 12 31
710
UBS UBS
2013
2013 2014
2013 2012 12 31 EOP
157
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141 2013 12 31 164
2012 12 31 249
c
UBS
UBS
UBS
( (
2013 ) 2012 )
249,059,529 15 214,698,539 17
50,270,660 15 120,208,862 12
(99,955, 951) 15 (72,997,669) 17
(12,740,747) 15 (12,850,203) 17
186,633,491 15 249,059,529 15
48,096,537 61,555,483
2013 2012 12 31
1,398 1,216
IPP
2013
IPP
2013
1
( )
14,231,831 22
0 0
(8,690)° 2
(1,072,118) 22
13,151,023° 2
10,248,071
2012
16,137,466 2
0 0
(7,182) 2
(1,898,453) 2
14,231,831° 22
8,965,917
! 2 2013 UBS
8,690 do013 12 31 2012 12 31 UBS
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PEP
2013
PEP
2013
1
1,825,199 16
0 0
(359,613)° 16
(84,628) 17
1,380,958° 16
1,041,901
2012
1,210,598 18
845,580 13
0 0
(230,979) 13
1,825,199° 16
1,160,836
1 2 2013 UBS
186,999 32013 12 31 UBS 629,136 2012
12 31 UBS 946,683
UBS
UBS
2013 ! 2012 1
( ) ( )
158,090,564 43 179,992, 361 43
0 0 0 0
(3.430,697) 12 (992,180) 1
77,272) 45 (1,283,626) 44
(21,312,456) 36 (19,625,991) 40
133,170,139 45 158,090,564 43
133,170,139 45 158,090,564 43
1
2013 2012
12 31 12 31
17 13
17.5 3.6
N/A N/A
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2013 12 31
10.21 15.00 11,949,232 11.40 66.0 4.6 11,949,232 11.40 66.0 4.6
15.01 25.00 9,685,112 18.89 4.6 4.7 9,685,112 18.89 4.6 4.7
25.01 35.00 26,937,351 31.48 0.0 3.8 26,937,351 31.48 0.0 3.8
35.01 45.00 7,527,842 42.01 0.0 1.0 7,527,842 42.01 0.0 1.0
45.01 55.00 15,333,852 49.43 0.0 1.4 15,333,852 49.43 0.0 1.4
55.01 65.00 4,480,527 60.09 0.0 2.7 4,480,527 60.09 0.0 2.7
65.01 75.00 44,254,456 67.62 0.0 2.4 44,254,456 67.62 0.0 2.4
10.21 75.00 120,168,372 70.6 120,168,372 70.6
17.88 25.00 1,647 20.59 0.0 1.0 1,647 20.59 0.0 1.0
25.01 35.00 5,749,053 31.74 0.0 0.5 5,749,053 31.74 0.0 0.5
35.01 44.83 7,251,067 37.59 0.0 1.2 7,251,067 37.59 0.0 1.2
17.88 44.83 13,001,767 0.0 13,001,767 0.0
UBS SAR
SAR
UBS SAR
2013 SAR ( ) 2012 SAR ( )
33,118,335 12 55,021,238 12
0 0 0 0
(10,427,263) 11 (14,217,629) 11
(57,500) 11 (684,717) 11
(1,189,556) 33 (7,000,557) 11
21,444,016 12 33,118,335 12
21,444,016 12 33,118,335 12
SAR
2013 2012
12 31 12 31
SAR 17 13
SAR ( ) 57.0 24.6
SAR N/A N/A
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2013 12 31 SAR
SAR SAR
SAR SAR

9.35 12.50 20,979,066 11.34 117.0 5.0 20,979,066 11.34 117.0 5.0

12.51 15.00 18,000 14.71 0.0 5.5 18,000 14.71 0.0 5.5

15.01 17.50 92,950 16.80 0.0 4.8 92,950 16.80 0.0 4.8

17.51 20.00 354,000 19.25 0.0 5.6 354,000 19.25 0.0 5.6

9.35 20.00 21,444,016 117.0 21,444,016 117.0

d

UBS

UBS UBS
2013 UBS
13.4 15.4 UBS
UBS SAR
2010 SAR
UBS
UBS
2009 SAR
IPP PEP
2013 IPP  PEP 2012
UBS
2012 PEP
2012 12 31

PEP
43.00
16.00
0.09
0.13
12.76
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30
a
2013 12 31 UBS
IFRS 12 SEC
(
2013 12 31
2013 12 31
UBS Americas Inc. Wilmington, Delaware, USA usb 0.0 100.0
0.0
UBS Bank USA Salt Lake City, Utah, USA usb 100.0
0.0
UBS Financial Services Inc. Wilmington, Delaware, USA Usb 100.0
UBS Limited London, United Kingdom GBP 226.6 100.0
UBS Securities LLC Wilmington, Delaware, USA usb 1,283.11 100.0
! UBS Americas Inc.
UBS Limited UBS Americas Inc. UBS AG UBS Bank USA UBS Financial
Services Inc. UBS Americas Inc. UBS Securities LLC 30 UBS AG 70 UBS

Americas Inc.
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SEC
2013 12 31
Topcard Service AG Glattbrugg, Switzerland CHF 0.2 100.0
UBS (Italia) SpA Milan, Italy UBS EUR 80.0 100.0
UBS (Luxembourg) S.A. Luxembourg, Luxembourg UBS CHF 150.0 100.0
0.1
UBS Alternative and Quantitative Investments LLC Wilmington, Delaware, USA UsD 100.0
UBS Beteiligungs-GmbH & Co. KG Frankfurt, Germany UBS EUR 568.8 100.0
UBS Card Center AG Glattbrugg, Switzerland CHF 0.1 100.0
0.0
UBS Credit Corp. Wilmington, Delaware, USA UsD 100.0
UBS Deutschland AG Frankfurt, Germany UBS EUR 176.0 100.0
0.0
UBS Fund Advisor, L.L.C. Wilmington, Delaware, USA UsD 100.0
1.0
UBS Fund Management (Switzerland) AG Basel, Switzerland CHF 100.0
) 5.6
UBS Fund Services (Cayman) Ltd George Town, Cayman Islands usb 100.0
0.0
UBS Global Asset Management (Americas) Inc. Wilmington, Delaware, USA UsD 100.0
2,200.0
UBS Global Asset Management (Japan) Ltd Tokyo, Japan JPY 100.0
B B R 4.0
UBS Global Asset Management (Singapore) Ltd Singapore, Singapore SGD 100.0
UBS Loan Finance LLC Wilmington, Delaware, USA usb 0.1 100.0
1.0
UBS 0*Connor LLC Dover, Delaware, USA UsD 100.0
UBS Real Estate Securities Inc. Wilmington, Delaware, USA usb 0.0 100.0
9.0
UBS Realty Investors LLC Boston, Massachusetts, USA usb 100.0
UBS Securities (Thailand) Ltd Bangkok, Thailand THB 500.0 100.0
UBS Securities Australia Ltd Sydney, Australia AUD 0.3 1 100.0
UBS Securities Canada Inc. Toronto, Canada CAD 10.0 100.0
UBS Securities Espafia Sociedad de Valores SA Madrid, Spain EUR 15.0 100.0
UBS Securities India Private Limited Mumbai, India INR 140.0 100.0
UBS Securities Japan Co., Ltd Tokyo, Japan JPY 74,450.0 100.0
UBS Securities Pte. Ltd Singapore, Singapore SGD 420.4 100.0
UBS Services LLC Wilmington, Delaware, USA usb 0.0 100.0
0.1
UBS Trust Company of Puerto Rico Hato Rey, Puerto Rico usD 100.0
1
2013 UBS IFRS 10

2013
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2013 12 31 2012 12 31
UBS

2013 12 31 2012 12 31
UBS AG

295/570



EDINETOOOO
00000000000 0O(E05852)

0000000
2013 2012
12 31 12 31
858 795
0 4
@ ©)
59 113
1 49 88
2 10 25
(69) @
Q) (12)
842 858
815 828
UBS Securities Co. Limited 3 369 385
SIX Group AG * 367 366
78 77
27 30
L o013 37 12 2012
76 12 2 2013
2012 24
3 UBs 20 * UBs 17.3 UBS
c
2013 SE
SE
SE 2013 12 31
-SE a 3
2013 12 31 SE
2013 12 31 UBS SE
2013 12 31 UBS
2013 12 31
1
3,298 544 6,500 10,350 10,350
26 16 0 82 42
1242 91 215 2,449
1,878 366 2,244 2,244
4,020 77 4,06 4,006
532 6 58 933
5,202° 4,756 7,048 17,005
1,263* 0 1,263 16
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0000000
1,263° 0 1,263
UBS
390° 96’ 266°
2
35 50 96
- 4
cDs cDs
5
— ! & uBs
2,600 UBS UBS
70
SE
SE
UBS
2013
2013 SE
UBS
2013 12 31
SE
2013 12 31
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1
2013 12 31
2 3
UBS
24 103 96 627 849
23 103 90 624 839
1 1
6 1 7
1 0 1
4 27 8 33 73
20 8 33 61
4 6 0 10
0 1 0 2
0 0
28 130 104 660 922
28 130 57 21 237
47 639 686
UBs
( 1 26 2 4 32
UBS
391 745 1,263 449 2,848
332 575 1,112 412 2,431
57 170 148 37 412
2 3 5
0 0 0
218 350 369 237 1,173
135 212 332 211 890
79 133 23 25 260
5 5 0 10
0 14 14
88 8 134 2 234
57 4 133 194
21 4 1 26
0 0 0 1
11 2 13
698 1,103 1,766 688 4,254
698 1,103 763 498 3,062
0 0 1,002 190 1,192
UBS
( 103 149 70 27 349

Supplemental disclosures required under Basel
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SE

IFRS

> SE UBS
a 3 12

Supplemental disclosures required under Basel
Pillar 3 regulations

2013 12 31
2013 12 31
UBS
SE 2013 12 31
SE SE
2013 SE
SE
UBS !
2013 12 31
1 (48) 19) (66)
64 64
@) (368) 113 (525)
(270) (416) 159 G2D)
( 2? 0o 13t
! 204 2
10 UBS 10 8
UBS 4
2013 UBS SE

UBS
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2013 UBS 2013
30
130
31
2013
2013 UBS
90
55 21 14
35 55
2012
2012
32
2013
UBS
2013 12 31 2012 12 31 2011 12 31
178 26 82
59 ) 10
54 3 32
43 20 26
210 273 202
229 51 29
®) ®) 15
235 58 14
772 371 380
156 358 261
548 0 93
68 14 26
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0000000
2013 12 31 2012 12 31 2011 12 31
65 64 31
s) 115 54
88 247 122
3 0 0
5 (10) 20
8 (56) 30
0 0 W
3 w 6
156 358 261
2013 12 31 2012 12 31 2011 12 31
35 W W
IT 8 4 1
2 0 0
4 0 0
76 1
I 59 0 0
! 364 ®) 92
548 0 93
1
33
2013 12 31 UBS
UBS
2013 12 31
2014 737
2015 674
2016 583
2017 552
2018 469
2019 2,316
5,330
383
4,947
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2013 12 31 2012 12 31 2011 12 31

792 860 837

74 87 84

718 773 754
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34
UBS UBS UBS
BoD
GEB
a
BoD 2013
BoD GEB
2013 12 31 2012 12 31 2011 12 31
19 20 21
1 10 0 .
DCCP 19 21 0
2 1 1
2 1 1
2 38 34 33
88 76 79
1
2013 2012 EOP 2011 PEP  SEEOP
BoD UBS BoD
2013 7.6 2012 7.6 2011 7.0
b
2013 12 31 2012 12 31
BoD GEB
! 2,865,603 3,137,426
BoD GEB 2 3,951,869 4,557,522
1 29 2
2013 12 31 2012 12 31 5,597
2013 12 31 2012 12 31
29
2013 12 31 BoD GEB UBS AG
c
BoD GEB
BoD
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1
2013 2012
19 19
2 5
@ ®
20 19
2012 311,308
d
2013 2012 UBS UBS
2013 H21
Macro Fund Ltd DKSH Holding Ltd. Immo Heudorf AG
2012 H21 Macro Fund Ltd Immo Heudorf AG
2013 2012
11 11
0 1
1 0
10! 1!
1
2013 2012
UBS 0 0
UBS 2 0
e
2013 2012
450 231
2 251
(163) (32)
0 1
288 450
271 276
1 1
2013 12 31 2012 12 31
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163 131
2 0
2 8
30
f
UBS
UBS
UBS
35
UBS UBS
UBS
UBS
UBS UBS
UBS
UBS
2013 2012
2013 12 31 2012 12 31
UBS 244 270
714 635
1,432 1,325
2,390 2,230
156 172
(6.6) (13.8)
32.3 32.9
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36
1
2013 12 31 2012 12 31 2013 12 31 2012 12 31 2011 12 31
0.89 0.92 0.92 0.93 0.88
1.23 1.21 1.23 1.20 1.23
1.48 1.49 1.45 1.49 1.45
100 0.85 1.05 0.95 1.12 1.1
1
12
37
2013 12 31
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38 GAAP

UBS

GAAP

IFRS

GAAP

IFRS

GAAP

GAAP

IFRS

GAAP

IFRS

GAAP

GAAP

UBS

FINMA

23

IFRS

IFRS

FINMA 2008/2

27
GAAP
IFRS
IFRS
GAAP FER 16

20

IAS 19
FER 16
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FER 16
GAAP FER 26 FER 26
FER 16 / 26 IAS 19 FER 16 / 26
IFRS
IFRS GAAP
FER 16 FER 26
FER 26
IFRS GAAP

GAAP
IFRS

GAAP IFRS
GAAP
IFRS
GAAP IFRS

GAAP
IFRS
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39 SEC
UBS AG
SEC UBS AG
UBS
UBS
UBS UBS AG
UBS AG UBS AG UBS AG
IFRS UBS
UBS
UBS AG
2013 12 31 ( » UBS
11,308 1,984 1,204 (1,359) 13,137
(7,086) (695) (930) 1,359 (7,351)
4,221 1,290 275 0 5,786
) 14 G3) (€)) 0 (50)
4,207 1,257 271 0 5,736
6,426 6,781 3,079 0 16,287
4,592 379 159 0 5,130
283 0 0 (283) 0
1,073 416 (909) 0 580
16,582 8,833 2,600 (283) 27,732
8,099 5,584 1,499 0 15,182
3,959 3,364 1,058 0 8,380
575 133 107 0 816
6 60 17 0 83
12,639 9,141 2,681 0 24,461
D) 3,943 (307) @©1) (283) 3,272
) 567 (937) 261 0 (110)
') 3,376 630 (342) (283) 3,381
( 204 0 0 0 204
) 0 0 5 0 5
UBS C 3,172 630 (347) (283) 3,172
1 UBs AG GAAP GAAP UBS AG 2013
2,753 UBS AG
IFRS
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UBS
UBS AG
2013 12 31 ( » UBS
69,808 8,893 2,178 0 80,879
27,677 7,009 53,826 (71,342) 17,170
28,304 33,385 2,007 (36,290) 27,496
77,647 28,757 47,122 (61,963) 91,563
92,757 7,848 27,194 (4,951) 122,848
44,602 1,862 1,853 (5.,869) 42,449
242,582 8,219 59,282 (64,248) 245,835
23,834 5,920 19,977 (21,724) 28,007
6,519 1,880 3,257 (4,292) 7,364
274,616 36,807 15,231 (39,695) 286,959
50,014 4,169 5,343 0 59,525
67,175 1 1 (66,335)° 842
5,149 603 254 0 6,006
326 4,906 1,061 0 6,293
4,946 3,658 241 0 8,845
13,506 7,572 2,047 (2.,896) 20,228
984,858 159,628 239,112 (373,737) 1,009,860
39,988 39,449 4,768 (71,342) 12,862
23,823 19,261 2,696 (36,290) 9,491
10,039 19,333 46,402 (61,963) 13,811
22,142 3,603 5,480 (4,617) 26,609
235,870 8,318 60,013 (64,248) 239,953
36,846 8,141 25,874 (21,724) 49,138
67,912 440 6,084 (4,536) 69,901
346,246 41,029 43,245 (39,695) 390,825
78,470 341 2,866 (91) 81,586
1,625 938 408 0 2,971
28,781 16,244 20,648 (2.,896) 62,777
891,742 157,098 218,486 (307,402) 959,925
UBS 91,222 2,530 20,585 (66,335) 48,002
1,893 0 0 0 1,893
0 0 41 0 41
93,116° 2,530 20,626 (66,335)° 49,936
984,858 159,628 239,112 (373,737) 1,009,860
' UBS AG GAAP GAAP UBS AG 2013 12 31
715,917 35,437 UBS
AG IFRS
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UBS
UBS AG
2013 12 31 ( ) UBS
« ) 55,469 (8,159) 7,015 54,325
« D
(49) 0 0 (49)
2 136 0 0 136
(1,032) (160) [C7)) (1,236)
545 5 91 639
« ) 751 6,076 (861) 5,966
« ) 351 5,922 (815) 5,457
« D
« ) (1,400) 0 (2,890) (4,290)
(341) 0 0 (341)
1 0 0 1
UBS (564) 0 0 (564)
27,442 59 513 28,014
(65,112) (486) (3,356) (68,954)
(1,415) 0 0 (1,415)
0 0 ® ®
12 23 35 0
« ) (41,377) (405) (5,774) (47,555)
(2,330) @o7) (165) (2,702)
« ) 12,112 (2,850) 261 9,524
71,858 14,275 12,975 99,108
83,970 11,425 13,237 108,632
69,808 8,893 2,178 80,879
3 4,224 28 35 4,288
4 9,938 2,503 11,024 23,465
83,970 11,425 13,237 108,6325
1 UBS AG GAAP IFRS
2 3

8,333
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UBS
UBS AG
2012 12 31 ) UBS
13,376 2,774 1,882 (2.,065) 15,968
(9,395) (1,153) (1,507) 2,065 (9,990)
3,982 1,622 375 0 5,978
%) 112) 1 0 (118)
3,974 1,510 375 0 5,860
5,933 6,333 3,130 0 15,396
3,119 250 157 0 3,526
(3.,981) 0 0 3,981 0
1,545 783 (1,687) 0 641
10,590 8,876 1,976 3,981 25,423
7,682 5,369 1,686 0 14,737
4,643 2,618 1,303 0 8,653
501 104 84 0 689
14 2,860 156 0 3,030
3 84 20 0 106
12,843 11,034 3,339 0 27,216
(2.254) (2.158) (1,363) 3,981 (1,794)
6 165 290 0 461
(2.260) (2.323) (1,653) 3,981 (2,255)
220 0 0 0 220
0 0 5 0 5
UBS (2,480) (2.323) (1,658) 3,981 (2,480)
! uBs AG GAAP IFRS
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UBS AG
2012 12 31 ( ) UBS
54,192 11,395 796 0 66,383
29,107 7,845 68,734 (84,464) 21,220
35,749 35,172 3,126 (36,675) 37,372
105,197 60,659 59,962 (94,877) 130,941
117,337 21,772 29,026 (7.572) 160,564
47,226 5,467 2,466 (10, 460) 44,698
416,098 5,695 128,949 (131,785) 418,957
32,740 4,045 28,331 (34,703) 30,413
7,007 3,037 4,490 (5.,428) 9,106
279,038 38,663 10,252 (48,053) 279,901
51,041 10,484 4,706 0 66,230
64,807° 4 1 (63,953) 858
5,034 503 376 0 6,004
323 5,116 1,023 0 6,461
5,132 2,643 368 0 8,143
10,924 7,712 1,730 (3.122) 17,244
1,213,726 214,835 341,869 (510,633) 1,259,797
54,795 46,014 6,680 (84,464) 23,024
19,704 22,105 4,069 (36,675) 9,203
24,540 51,057 57,837 (94,877) 38,557
24,996 8,892 6,980 (6,620) 34,247
391,863 5,856 129,325 (131,785) 395,260
58,650 10,907 36,294 (34,703) 71,148
88,775 988 8,132 (5,994) 91,901
330,271 45,107 46,133 (48,053) 373,459
98,906 353 5,966 (388) 104,837
1,166 1,023 347 0 2,536
29,256 20,497 19,890 (3.122) 66,523
1,122,924 212,801 321,653 (446,682) 1,210,697
UBS 87,693 2,034 20,174 (63,951) 45,949
3,109 0 0 0 3,109
0 0 42 0 42
90,8022 2,034 20,216 (63,951)2 49,100
1,213,726 214,835 341,869 (510,633) 1,259,797
' UBs AG GAAP IFRS

313/570



EDINETOOOO
00000000000 0O(E05852)

Ooooooo
UBS
UBS AG
2012 12 31 ( ) UBS
« ) 49,291 10,795 7,075 67,160
C )
@ 0 0 11
2 41 0 0 41
(878) (189) (50) (1,118)
194 5 3 202
') (12,429) (780) (785) (13,994)
') (13,082) (965) (832) (14,879)
«C )
D) (26,177) 0 (11,790) (37,967)
(1,159) 0 0 (1,159)
UBS (379) 0 0 (379)
49,885 575 5,430 55,890
(49,981) (23) (4,254) (54,259)
(221) 0 0 (221)
0 0 (16) (16)
(2,600) (99) 2,698 0
(30,631) 452 (7,932) (38,110)
(200) (352) (121) (673)
5,377 9,930 (1,808) 13,500
66,481 4,336 14,793 85,609
71,858 14,266 12,985 99,108
54,192 11,395 796 66,383
3 4,279 47 56 4,381
4 13,387 2,824 12,133 28,344
71,858 14,266 12,985 99,1085
' UBs A6 GAAP IFRS
2 3
4
> 10,109
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UBS
UBS AG
2011 12 31 ( ) 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 () 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
677 0 0 (677) 0
1,427 728 (689) 0 1,467
16,972 8,230 3,263 (677) 27,788
8,772 5,199 1,663 0 15,634
2,577 2,283 1,099 0 5,959
564 117 81 0 761
26 80 21 0 127
11,940 7,679 2,864 0 22,482
') 5,032 551 399 (677) 5,307
( ) 895 61 (55) 0 901
« ) 4,138 490 454 (677) 4,406
« ) 0 2 266 0 268
UBS « ) 4,138 488 189 (677) 4,138
' uBs AG GAAP IFRS
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UBS
UBS AG
2011 12 31 ( ) UBS
(12,251) (933) (1,057) (14,241)
(58) 0 0 (58)
2 50 0 0 50
(917) (114) (98) (1,129)
137 91 5 233
« ) 19,125 1,165 ©) 20,281
18,336 1,142 (101) 19,377
« ) 5,459 0 9,879 15,338
(1,885) 0 0 (1,885)
48,844 197 3,549 52,590
(55,668) ®) (6,950) (62,626)
0 0 (748) (748)
640 (366) 279 0
(2,610) Q) 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
38,094 1,977 568 40,638
3 3,804 29 67 3,900
4 24,582 2,330 14,162 41,074
66,481 4,336 14,796 85,612
1 UBs AG GAAP IFRS
2 3
4
UBS AG
UBS AG
UBS UBS 2013 12 31
UBS 9,480
2013 12 31
UBS LIBOR+0.7 0.3
UBS 6.243 1.0
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UBS

UBS AG UBS UBS AG UBS
UBS AG
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UBS AG
2,753

1,076

2,394

107

2013

914
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2012 12 31 2013 12 31 UBS AG
2012 6,645 2013
1,365 3,016
2,935
IAS 19
707 300
429 1,667
UBS
4,117
2012
183 4,044
2,211
2,211
1,255
849
2,394
439 6,454
443 6,713
36
2012 5,097 4,209
2012 743 368
3,566

2012 3,189 275
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33 2,368
110 1,015
225 3,734 2013
3,599
257
77 2,492
272 2,096
2013 187
732 8,156
1,364 485
25
2,935 1,275
2013
2012
2,951
2012 IAS 19
620
1,076 659
2012 LIBOR
2013 110
1,238 1,667
815 976
39
40 115
49 275
2013 2009 UBS 291
4,108 2012

3,954
3,063 892

319/570



EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

2013 270 2012 59
GAAP UBS AG
IFRS
IFRS
110
2013 12 31 2012 12 31
600 7,160
2013 12 31 160
700
90 220
UBS UBS
400 1,280
30
30
20 80 1,530
30
30
210 80
40 40
60
40 350
10 220
10 10

10
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60 290
2013 12 31
230 790
110
40
3,770
2013 12 31
30 220
150
370
40
30
2013 12 31
35,437
2013 12 31

2012
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SNB

20 230
150
130
250
2013
60
2012 12 31 33,176
2013 2,753
5,386 26,611
4,894 2013
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131 1,020
2012 1,751
131 1,882
2013 12 31 2012 12 31 2012 12 31
8,792 10,047 12
2,409 3,258 (26)
135 242 44
(7,292) (9,686) (25)
4,044 3,861 5
324 378 (14)
6,713 6,270 7
649 634 2
(1,231) (1,267) ®)
6,454 6,015 7
3 4,209 5,097 @17
81 75 8
1,015 905 12
30 31 (©)
3,734 3,959 )
(2,492) (2,569) ®3)
2,368 2,401 @
17,074 17,374 (@)
8,156 8,888 ®)
5,041 5,016 0
13,197 13,904 )
3,877 3,470 12
1,275 4,210 (70)
579 541 7
659 1,735 (62)
1,365 (3,016)
4 1,667 429 289
4 ) (4,117) (100)
(270) 59
2,753 (6,645)
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2013 12 31 2012 12 31 31
10,003 11,430 12)
2,741 3,707 (26)
154 275 (44)
(8,296) (11,020) (25)
4,601 4,393 5
369 430 14)
7,637 7,133 7
738 721 2
(1,401) (1,441) ®)
7,343 6,843 7
3 4,789 5,799 @an
92 85 8
1,155 1,030 12
34 35 ®)
4,248 4,504 ©)
(2,835) (2,923) ®)
2,694 2,732 (H)
19,425 19,766 @
9,279 10,112 ®)
5,735 5,707 0
15,014 15,819 5)
4,411 3,948 12
1,451 4,790 (70)
659 615 7
750 1,974 (62)
1,553 (3,431)
4 1,897 488 289
4 (10) (4,684) (100)
(307) 67
3,132 (7,560)
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2013 2012 2012
12 31 12 31 12 31
69,808 54,192 29
22,159 31,066 (29)
127,689 167,204 24)
153,326 160,996 )
152,479 149,002 2
94,841 115,906 18)
34,985 30,778 14
21,758 21,090 3
5,193 5,054 3
2,025 2,157 6)
13 29,085 35,206 an
5 2,568 3,037 (15)
715,917 775,687 ®)
1,776 3,776 (53)
150,663 201,982 25)
22,885 21,257 8
79,207 102,401 (23)
22,165 25,419 (13)
106,040 94,086 13
271,339 269,992 0
779 1,341 (42)
75,585 100,166 (25)
49,620 64,808 (23)
6,610 6,434 3
13 37,415 43,518 (14)
5 6,029 10,163 (41)
8 2,805 2,925 )
680,480 742,511 ®)
9,10 384 384 0
9 26,611 31,997 an
41,692 42,184 @
(15,081) (10,187) 48
9 1,020 889 15
1,020 889 15
9 4,669 6,551 (29)
2,753 (6,645)
9 35,437 33,176 7
715,917 775,687 ®)
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13,800 15,985 a4
76,339 103,148 (26)
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2013 2012 2012
12 31 12 31 12 31
79,421 61,654 29
25,210 35,344 (29)
145,272 190,228 24
174,439 183,165 )
173,475 169,520 2
107,901 131,866 18)
39,802 35,016 14
24,754 23,994 3
5,908 5,750 3
2,304 2,454 ®)
13 33,090 40,054 @an
5 2,922 3,455 (15)
814,499 882,499 ®)
2,021 4,296 (53)
171,409 229,795 25)
26,036 24,184 8
90,114 116,502 (23)
25,217 28,919 (13)
120,642 107,042 13
308,702 307,170 0
886 1,526 (42)
85,993 113,959 (25)
56,453 73,732 (23)
7,520 7,320 3
13 42,567 49,510 14)
5 6,859 11,562 (41)
8 3,191 3,328 @
774,182 844,755 ®)
9,10 437 437 0
9 30,275 36,403 an
47,433 47,993 @
(17,158) (11,590) 48
9 1,160 1,011 15
1,160 1,011 15
9 5,312 7,453 (29)
3,132 (7,560)
9 40,317 37,744 7
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814,499 882,499 ®)

15,700 18,186 14)

86,851 117,351 (26)
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0000000
2014 AGM
2013 12 31
2,753 3,132
2,753 3,132
2,753 3,132
2,753 3,132
2014 AGM 0.10 0.25
0.25 2014 14 2014 15
2014 12
2014
2013 12 31
1.2 41,692 47,433
0.25 3 (961) (1,093)
40,732 46,341
41,692 15,081
26,611 2 %011
UBS 274 2011
2012 2013 AGM 2013 12 31 265
3 UBS AG
2014 14
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UBS AG
Operating environment and strategy UBS
UBS UBS AG

Risk, treasury and capital management

IT FINMA 2008/

UBS AG 2012 12 31 35,153 2013 12 31
33,291
a

UBS AG GAAP  FINMA  2008/2

GAAP 38 GAAP

UBS AG
GAAP IFRS
GAAP

10
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UBS AG 36
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UBS AG
UBS AG( )
GAAP UBS AG
GAAP
UBS AG
UBS IFRS
FINMA 200872
GAAP FER 16 FER 16
UBS AG
FER 16

GAAP FER 26

UBS

331/570

UBS

FER 16

FER 26

UBS AG

UBS AG
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UBS AG IAS 19 GAAP
FER 16 26 IAS 19
FER 16 26
2012 UBS AG 2011 1ASB IAS 19 IAS 19
FER 16
b
2013 12 31 UBS IAS 19 563
2012
Cc
2013 2015
2013 10 29 FINMA
2013 12 31
2014 2015 12 31

GAAP IFRS
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)
2013 12 31 2012 12 31 2012 12 31

368 (743)
3,566 2,652 34
275 3,189 91)
4,209 5,097 an
)
2013 12 31 2012 12 31 2012 12 31
76 37 105
976 161 506
49 115 (57)
275 116 137

201 0
1,667 429 289
(6)) 67 (96)
) (96) (93)
0 (3,954) (100)
© (4,117) (100)

! 2012 3,954 3,063 892

)
2013 12 31 2012 12 31 2012 12 31
1,412 1,784 (21)
304 470 (16)
313 178 76
449 606 (26)
2,568 3,037 (15)
)
2013 12 31 2012 12 31 2012 12 31
2,690 5,453 (51)
728 770 )
655 757 (13)
1 563 510 10
387 451 (14)
1,006 2,222 (55)
6,029 10,163 (41)

333/570



EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

! 2013 1AS 19
2012 12 31 510
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0000000
2013 12 31 2012 12 31 )
496 405 1,880 1,226 (70) (67)
33,632 22,634 33,928 21,902 @ 3
45,071 15,849 49,316 26,889 0) 41
4,144 0 4,163 0 0
2 83,343 38,888 89,287 50,017 %) ©2
1
2013 12 31 58
2012 12 31 75
22013 12 31
33 2012 12 31 35
UBS AG
a
2013 12 31 2012 12 31
0 0
563 510
563 510
UBS UBS 119 611
UBS 295 98
977 1,219
1
b
2013 12 31 2012 12 31
4,772 4,115
UBS AG « ) 0 0
0 0
FER 16 468 108
49 14
FER 16 517 1212
IAS 19 0 (128)
0 357
0 (485)
1AS 19 0 (128)°
517 (6)3
! FER 26 FER 16
2013 12 31 2012 12 31 UBS AG 2
2012 30 1AS 19 2012 10 FER 16 3
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2012 3,063
485

2013 2012
28

336/570



EDINETOOOO
00000000000 0O(E05852)

ooooood
1
2012 2013
12 31 12 31
754 (86) 9 (240) 310 747
573 85) 2 27 244 606
22 @ 6 an 0 15
2 113 (95) 1 18
47 1 ® 5 46
61 61
23 1) ) ®) 17 21
8 501 (92) 13) (53) 383 726
4 1,612 (449) 42 184) 434 1,455
5 88 ©0) 13 ® 8 84
235 @ @ 23) 2% 215
UBS AG
84 0 85
3 3
334 ® 0 (293)° 131 169
3,633 (685) 48 (802) 1,312 3,505
707 701
2,925 2,805
! 2013 1AS 19
2012 12 31 510
b 2 3
4
IFRS GAAP
38 GAAP ®2013 12 31 16
2012 12 31 22 2013 12 31 68
2012 12 31 66 2009 UBS !
(
C ) )
2011 12 31 2012 383 32,350 1,066 934 5,440 40,174
0 % 26
« ) 5,440 (5,440) 0
(379) (379)
C ) (6,645) (6,645)
176) 176 0
2012 12 31 2013 384 31,997 889 6,551 (6.645) 33,176
1 71 7
« ) (4.,894) (1.751) 6,645 0
(564) (564)
C ) 2,753 2,753
131 31 0
2013 12 31 384 26,611 1,020 4,669 2,753 35,437
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10
2013 12 31
3,842,002,069 384,200,207 3,768,225,119 376,822,512
3,768,201,817 376,820,182 3,768,201,817 376,820,182
UBS AG 1 73,776,950 7,377,695
UBS AG 1 23,302 2,330 23,302 2,330
518,759,156 51,875,916
2012 12 31
3,835,250, 233 383,525,023 3,747,463,874 374,746,387
3,747,370,632 374,737,063 3,747,370, 632 374,737,063
UBS AG 1 87,786,359 8,778,636
UBS AG 1 93,242 9,324 93,242 9,324
625,510,992 62,551,099
! 2013 55.3 2012 114.3 69.4 2012 111.4
2013 12 31 UBS 138,759,156 2012
12 31 145,510,992
2010 14 UBS AG
380,000,000
2013 SNB
100,000,000 SNB  SNB UBS 2008
2009
UBS SNB SNB
2013
UBS AG 2013 18
GIC 2013
22 UBS AG 6.40
2011 30 3.04
2009 12 17 3.45

http://www. six-exchange-regulation.

holders _en_html.

2013
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2012 12 31
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2013 2012 12 31 UBS
2013 12 31 2012 12 31
( (
) )
450,540,638 45 11.73 457,784,081 46 11.94
GIC 245,517,417 25 6.39 245,517,417 25 6.40
DTC Cede & Co. 1 226,191,092 23 5.89 202,368,918 20 5.28
143,960,557 14 3.75 147,144,758 15 3.84
! DTC Cede & Co.
11
12
)
2012
2013 12 31 2012 12 31 12 31
61,016 115,254 “n
44,446 97,335 (54)
7,816 7,676 2
2,719 2,847 @
6,035 7,397 18
58,712 68,420 14)
57,817 67,448 14
893 972 ®
1 18,970 33,510 43)
10,452 22,321 (53)
46 249 (82
8,471 10,940 23)
47 63 (25)
! UBS
UBS AG
UBS AG UBS UBS AG UBS
UBS AG
UBS AG
UBS AG VAT

VAT
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1
13
2013 12 31 2012 12 31
¢ (

PRV RV ) PRV RV )
5 115,763 112,033 23,208 236,793 231,574 28,003
16,665 16,634 1,290 31,935 33,152 2,400
5 69,224 75,980 6,082 85,582 95,872 6,725
5 1,982 2,001 49 1,789 2,118 79
14,209 19,400 552 13,397 15,018 505
305 421 38 797 852 86
6 218,148 226,478 31,310 370,203 378,606 37,888

189,063 189,063 335,087 335,087

29,085 37,415 35,206 43,518

! 2 pRv
3 \Rv PRV NPV ® 2013 2012
12 31 PRV NRV PRV 1,774
NRV 2,422 350
2012 12 31 300
6
14
)
2013 2012 2012
12 31 12 31 12 31
5,153 6,175 an
1,725 2,261 (24)
6,879 8,436 (18)
UBS
UBS AG
UBS AG
UBS AG UBS AG( )
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2013 2012
1
2 3 4 5 6
Sergio P.Ermotti CEO 2013 2,500,000 1,000,000 4,530,000 2,370,000 127,300 202,822 10,730,122
Sergio P.Ermotti CEO
2012 2,500,000 0 3,660,000 2,440,000 69,500 201,088 8,870,588
Andrea Orcel 2013 1,500,000 1,000,000 5,300,000 2,700,000 727,048 202,822 11,429,870
2013 16,873,360 9,949,062 33,894,646 18,790,161 1,548,784 1,347,784 82,403,796
7 2012 16,273,460 0 31,355,592 20,903,728 640,683 1,233,719 70,407,181
2013 0 0 0 0 0 0 0
8 2012 1,593,288 0 0 0 105,865 14,799 1,713,952
! 2013 Financial information
36 2 2013 20
Andrea Orcel 2012 % 2013 2012
2014 28 2013 15 10 uBS
2013 18.60 20.88 2012 15.014
15.868 13.97 14.77 2012
uBS
4
2013
5.125 3.500 2012
6.25 5.40 s
6
! 2013 12 31 2012 12 31
1 8 2012 Alexander
Wilmot-Sitewll 10 Carsten Kengeter
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2013 2012 12 31 !
12 31
2 () : ‘O
Sergio P. Ermotti 2013 453,460 69,900 523,360 0.025 0 0.000
2012 220,928 41,960 262,888 0.013 0 0.000
Markus U. Diethelm 2013 542,417 108,007 650,424 0.032 0 0.000
2012 506,132 126,098 632,230 0.030 0 0.000
John A. Fraser 2013 645,324 268,945 914,269 0.044 756,647 0.037
CEO 2012 617,529 315,270 932,799 0.045 884,531 0.042
Lukas Gahwiler 2013 504,800 22,727 527,527 0.026 0 0.000
UBS CEO CEO 2012 412,199 95,537 507,736 0.024 0 0.000
Ulrich Korner
2013 688,923 208,887 897,810 0.044 0 0.000
UBS EMEA CEO 2012 605,284 121,837 727,121 0.035 0 0.000
Philip J. Lofts 2013 601,553 157,447 759,000 0.037 500,741 0.024
2012 542,402 169,789 712,191 0.034 536,173 0.026
Robert J. McCann oo 2013 892,872 65,971 958,843 0.046 0 0.000
UBS CEO 2012 658,470 18,112 676,582 0.032 0 0.000
Tom Naratil 2013 422,516 263,027 685,543 0.033 867,087 0.042
2012 340,757 233,603 574,360 0.027 935,291 0.045
Andrea Orcel 2013 1,209,775 0 1,209,775 0.059 0 0.000
0 2012 1,755,691 0 1,755,691 0.084 0 0.000
Chi-Won Yoon 2013 502,762 441,143 943,905 0.046 538,035 0.026
UBS CEO 2012 478,986 370,760 849,746 0.041 578,338 0.028
Jiirg Zeltner 2013 624,415 13,920 638,335 0.031 203,093 0.010
UBS CEO 2012 522,500 38,329 560,829 0.027 203,093 0.010
2013 7,088,817 1,619,974 8,708,791 0.422 2,865,603 0.139
2012 6,660,878 1,531,295 8,192,173 0.391 3,137,426 0.150
1 2
Deferred variable compensation plans
3 2013 29
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2 3 4
Axel A. Weber 2013 2,000,000 3,720,000 89,446 260,070 6,069,516
2012 1,322,581 2,003,995 ° 69,867 171,898 3,568,341
Kaspar Villiger 2013 - - - - -
2012 354,167 200,000 5 54,926 - 609,093
! 2013 Financial information
36 2 Axel A. Weber 2013 12
31 2012 12 31 Kaspar Villiger 2012
3 4
5
1
2 3 4,5
Michel Demaré M M M 2013/2014 325,000 400,000 250,000 ° 975,000 50 30,834
M M 2012/2013 325,000 300,000 250,000 ° 875,000 50 34,233
David Sidvell M ¢ 2013/2014 325,000 500,000 250,000 ° 1,075,000 50 33,997
M c 2012/2013 325,000 500,000 250,000 ° 1,075,000 50 42,057
Reto M 2013/2014 325,000 50,000 375,000 50 11,859
Francioni
2012/2013 - - - - -
Rainer-arc M M 2013/2014 325,000 300,000 625,000 100 37,394
Frey W M 2012/2013 325,000 300,000 625,000 100 46,367
Ann F. M c 2013/2014 325,000 500,000 825,000 50 26,001
Godbehere
M c 2012/2013 325,000 500,000 825,000 50 32,276
Axel P. M 2013/2014 325,000 200,000 525,000 100 31,403
Lehmann
M M 2012/2013 325,000 300,000 625,000 100 46,367
liolfgang 2013/2014 - - - - -
Mayrhuber
M c 2012/2013 325,000 200,000 525,000 50 20,539
Helmut Panke M M 2013/2014 325,000 300,000 625,000 50 19,765
M M 2012/2013 325,000 300,000 625,000 50 24,452
William G. c M 201372014 325,000 350,000 675,000 50 21,347
Parrett
c M 2012/2013 325,000 350,000 675,000 50 26,408
Isabelle Romy M M 2013/2014 325,000 300,000 625,000 50 19,765
M M 2012/2013 325,000 300,000 625,000 50 24,452
Beatrice Weder M M 201372014 325,000 400,000 725,000 50 22,928
di Mauro
M M 2012/2013 325,000 250,000 575,000 50 22,496
Joseph Yam M M 2013/2014 325,000 250,000 575,000 50 18,184
M M 2012/2013 325,000 250,000 575,000 50 22,496
2013 7,625,000
2012 7.625,000

343/570



EDINETOOOO
00000000000 0O(E05852)

ooooOoog
C M=
! 2013 36
22013 12 31 11 Reto Francioni 2013
Wolfgang Mayrhuber 2013 2012 12 31
11 Isabelle Romy Beatrice Weder di Mauro 2012
Bruno Gehrig 2012 3 50 50 UBS
100 UBS * 2013 18.60
2014 10 UBS 15
15.81 2012 15.03
2013 10 UBS 15 12.78
° 100
6
1
2013 13,694,516
2012 11,802,434
! 2013 36
2013 2012 12 31 !
12 31
Axel A. Veber 2 2013 233,333 0.011
2012 200,000 0.010
Michel Demaré 2013 150,412 0.007
2012 116,179 0.006
David Sidwell 2013 151,184 0.007
2012 149,199 0.007
Reto Francioni 2 2013 0 0.000
2012 - 0.000
Rainer-Marc Frey 2013 209,044 0.010
2012 162,677 0.008
Ann F. Godbehere 2013 113,562 0.006
2012 81,286 0.004
Axel P. Lehmann 2013 185,970 0.009
2012 139,603 0.007
Wolfgang Mayrhuber 8 2013 - 0.000
2012 38,957 0.002
Helmut Panke 2013 162,244 0.008
2012 137,792 0.007
William G. Parrett 2013 99,914 0.005
2012 91,078 0.004
Isabelle Romy 2 2013 24,452 0.001
2012 0 0.000
Beatrice Weder di Mauro 2 2013 22,496 0.001
2012 0 0.000
Joseph Yam 2013 48,679 0.002
2012 26,183 0.001
2013 1,401,290 0.068
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2012 1,142,954 0.055
! 2013 2012
2 Reto Francioni 2013 Axel A. Weber Isabelle Romy Beatrice Weder di
Mauro 2012 3 Wolfgang Mayrhuber 2013
1
2
2013 0 0 0
2012 0 0 0
3 2013 0 27,809 27,809
2012 0 25,465 25,465
2013 0 27,809 27,809
2012 0 25,465 25,465
! 2 2013
36
3 2013 2012
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1,2
2014 2015 2016 2017 2018
2013 12 31 8,708,791 1,619,974 1,652,867 2,373,539 1,263,412 1,052,595 746,404
2013 2014 2015 2016 2017
2012 12 31 8,192,173 1,531,295 1,811,280 1,652,867 2,373,539 517,001 306,191
1 2
Deferred
variable compensation plans
1
2014 2015 2016 2017
2013 12 31 1,401,290 201,098 204,792 216,451 324,012 454,937
2013 2014 2015 2016
2012 12 31 1,142,954 56,624 302,118 204,792 231,501 347,919
1
2013 2012 12 31 1
12 31 2 s
Sergio P.Ermotti
2013
2012
Markus U. Diethelm
2013 0
2012 0
John A. Fraser CEO
2013 756,647 170,512 2004 2007 2014 27 UsD 38.13
202,483 2005 2008 2015 28 USD 44.81
213,140 2006 2009 2016 28 CHF 72.57
170,512 2007 2010 2017 28 CHF 73.67
2012 884,531 127,884 2003 2006 31 2013 31 USb 22.53
170,512 2004 2007 2014 27 Ush 38.13
202,483 2005 2008 2015 28 USD 44.81
213,140 2006 2009 2016 28 CHF 72.57
170,512 2007 2010 2017 28 CHF 73.67
Lukas Gahwiler UBS CEO CEO
2013
2012
Ulrich Kérner EMEA CEO
2013
2012
Philip J. Lofts
2013 500,741 35,524 2004 2005 2014 27 CHF 44.32
35,524 2004 2006 2014 27 CHF 44.32
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35,521 2004 2007 2014 27 CHF 44.32
117,090 2005 2008 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
2012 536,173 9,985 2003 2004 2013 31 CHF 27.81
9,980 2003 2005 2013 31 CHF 27.81
9,974 2003 2006 2013 31 CHF 27.81
1,833 2003 2004 2013 28 CHF 26.39
1,830 2003 2005 2013 28 CHF 26.39
1,830 2003 2006 2013 28 CHF 26.39
35,524 2004 2005 2014 27 CHF 44.32
35,524 2004 2006 2014 27 CHF 44.32
35,521 2004 2007 2014 27 CHF 44.32
117,090 2005 2008 2015 28 CHF 52.32
117,227 2006 2009 2016 28 CHF 72.57
85,256 2007 2010 2017 28 CHF 73.67
74,599 2008 2011 2018 28 CHF 35.66
Robert J. McCann CEO CEO
2013
2012
Tom Naratil
2013 867,087 145,962 2004 2007 2014 27 USD 38.13
166,010 2005 2008 2015 28 USD 44.81
142,198 2006 2009 2016 28 CHF 72.57
131,277 2007 2010 2017 28 CHF 73.67
181,640 2008 2011 2018 28 CHF 35.66
100,000 2009 2012 2019 27 CHF 11.35
2012 935,291 63,942 2003 2006 31 2013 31 Usb 22.53
4,262 2003 2005 28 2013 28 USD 19.53
145,962 2004 2007 2014 27 USD 38.13
166,010 2005 2008 2015 28 USD 44.81
142,198 2006 2009 2016 28 CHF 72.57
131,277 2007 2010 2017 28 CHF 73.67
181,640 2008 2011 2018 28 CHF 35.66
100,000 2009 2012 2019 27 CHF 11.35
Andrea Orcel CEO
2013 0
2012 0
Chi-Won Yoon UBS CEO
2013 538,035 6,200 2004 2005 2014 27 CHF 44.32
4,262 2004 2006 27 2014 27 CHF 44.32
6,198 2004 2006 2014 27 CHF 44.32
6,195 2004 2007 2014 27 CHF 44.32
10,659 2005 2006 2015 28 CHF 47.58
10,657 2005 2007 2015 28 CHF 47.58
10,654 2005 2008 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

347/570



EDINETOOOO
00000000000 0O(E05852)

ooooOoog
8,880 2007 2009 2017 28 CHF 67.00
8,880 2007 2010 2017 28 CHF 67.00
42,628 2008 2011 2018 28 CHF 32.45
350,000 2009 2012 2019 27 CHF 11.35
2012 578,338 8,648 2003 2004 2013 31 USD 20.49
8,642 2003 2005 2013 31 USD 20.49
8,635 2003 2006 2013 31 USD 20.49
4,262 2003 2005 28 2013 28 USD 19.53
3,374 2003 2004 2013 28 USD 19.53
3,371 2003 2005 2013 28 USD 19.53
3,371 2003 2006 2013 28 USD 19.53
6,200 2004 2005 2014 27 CHF 44.32
4,262 2004 2006 27 2014 27 CHF 44.32
6,198 2004 2006 2014 27 CHF 44.32
6,195 2004 2007 2014 27 CHF 44.32
10,659 2005 2006 2015 28 CHF 47.58
10,657 2005 2007 2015 28 CHF 47.58
10,654 2005 2008 2015 28 CHF 47.58
21,316 2006 2007 2016 28 CHF 65.97
21,314 2006 2008 2016 28 CHF 65.97
21,311 2006 2009 2016 28 CHF 65.97
8,881 2007 2008 2017 28 CHF 67.00
8,880 2007 2009 2017 28 CHF 67.00
8,880 2007 2010 2017 28 CHF 67.00
42,628 2008 2011 2018 28 CHF 32.45
350,000 2009 2012 2019 27 CHF 11.35
Jirg Zeltner UBS CEO
2013 203,093 4,972 2004 2007 2014 27 CHF 44.32
7,106 2005 2006 2015 28 CHF 47.58
7,103 2005 2007 2015 28 CHF 47.58
7,103 2005 2008 2015 28 CHF 47.58
93 2005 2007 2015 CHF 47.89
161 2005 2007 2015 CHF 45.97
149 2005 2007 2015 CHF 50.47
127 2005 2007 12 2015 12 CHF 59.03
7,106 2006 2007 2016 28 CHF 65.97
7,103 2006 2008 2016 28 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 28 CHF 67.00
7,105 2007 2009 2017 28 CHF 67.00
7,103 2007 2010 2017 28 CHF 67.00
223 2007 2009 2017 CHF 67.08
42,628 2008 2011 2018 28 CHF 35.66
90,000 2009 2012 2019 27 CHF 11.35
2012 203,093 4,972 2004 2007 2014 27 CHF 44.32
7,106 2005 2006 2015 28 CHF 47.58
7,103 2005 2007 2015 28 CHF 47.58
7,103 2005 2008 2015 28 CHF 47.58
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93 2005 2007 2015 CHF 47.89
161 2005 2007 2015 CHF 45.97
149 2005 2007 2015 CHF 50.47
127 2005 2007 12 2015 12 CHF 59.03
7,106 2006 2007 2016 28 CHF 65.97
7,103 2006 2008 2016 28 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 28 CHF 67.00
7,105 2007 2009 2017 28 CHF 67.00
7,103 2007 2010 2017 28 CHF 67.00
223 2007 2009 2017 CHF 67.08
42,628 2008 2011 2018 28 CHF 35.66
90,000 2009 2012 2019 27 CHF 11.35
1 2 3
2013 29
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1
2013 2012 12 31
2
12 31 3
Ulrich Kérner UBS EMEA CEO
2013 2013 5,181,976
Markus U. Diethelm 2012 2012 5,564,012
2013 18,763,976
2012 18,862,820
! 2 2013
36 3
2012 311,308
1
2013 2012 12 31
2
12 31 3,4
2013 1,520,000
2012 500,000
! 2 2013
36 3
4 2013 1,520,000 Reto Francioni 2012 500,000

Michel Demaré
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Consolidated financial statements

Management's report on internal control
over financial reporting

hanagement’s responsiility for internal contral

over financial reporting

The Board of Directors and management of LUBS AG (UBS) are

responsible for estsblishing and maintaining adequate internal

control over finandal reporting. UEBS's internal control awver finan-
cial reporting is designed to provide reasonable assurance regard-
ing the preparation and fair presentation of published financal
statements in accordance with International Financial Reporting

Standards (IFRS) as issued by the International Accounting Stan-

dards Board.

UBSs internal control over financial reporting indudes those
policies and procedures that-

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

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

— provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use or disposition of
the company’s assets that could have a material effect on the
financial staternents.

Because of its inherent limitations, internal control cver finan-
cial reporting may rot prevent or detect misstatements. Also, pro-
jections of any evaluation of effectiveness to future periods are
subject to the risk that controls may become inadequate becauss
of changes in conditions, or that the degree of compliance with
the policies or procedures may deteriorate.

Management’s assessment of intermal control

over financial reporting as of 31 December 2013

UBS management has assessed the effectiveness of UBS's internal
control over financial reparting as of 31 December 2013 based on
the oriteria set forth by the Committes of Sponsoring Organiza-
tions of the Treadway Commission {C0050) in Internal Control
Integrated Framework (1992 Framework). Based on this assess-
ment, management believes that, as of 31 December 2013, UBSS
internal control over finandial reporting wes effective.

The effectiveness of UBSS internal control over financial re-
porting as of 31 December 2013 has been audited by Ernst &
Yourng Lid, UBSs independent registered public accounting
firm, as stzted in their report appearing on pages 246 to 347,
which expressed an urqualified opinion on the efectiveness of
UBSs internal control over finandal reporting as of 21 Decem-
bber 2013.
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Financial information
Consolidated finandal statements

Income statement

For the pear ended % change from
CHF milfon, e par share dats Mo EiRFEE] LR R ] AL A3z
Intesest income 3 13,13 15,568 17,568 11
Intecest pepesza 3 17.381) {5,550 {11,143 12)
Kt inbesest income 3 5,785 5978 626 [E]
Credit boss feapenselmconary 12 {54) (118 [ 58]
Mt inbesest income after credit |ous eepense 5,73 5860 6,742 i
Mt foe and commission iscome 4 16,287 15,386 15,236 ]
et rading income 3 513 358 43143 45
Orhe: inco=e 1 EE] (23] 1,467 1)
Total operating income 7,78 25413 iT.7188 ]
Fersan=el expenes ] 15,182 14737 15634 3
General and administrative eepesses 7 8380 8653 5559 [E
Depreciation and impaitmet of property a=d equipment 18 g (1] T i@
Impaismest of goodwil 17 ] 3000 L] (L]
Amoriation and impaiesest of issanghle smess 17 &3 106 in iz
Tosal operating expenses 24,461 FIFT] 12482 [
Cperating profia/ o] Eelors txx 1172 11,754 5300
Tax expense/ (bese) ] (118 451 aai
Mt profit () 3,381 (2255 4408
Mt peofity (o) attribuszble 1o peefersed noteholders? 0 0 m
Bt profit lss) attribusabile to son-cosseolling imtecests! ] 5 L] (]
et profit/{loss) attributable 1o UES sharcholders 3172 Eﬂt& 4138
Earnings per share (CHF)
Basic ] [T i0.66) 110
Diluted E] (1] i8] 1.8

1 Fiefer b “Parbe 15 Changes In aooounting poficies, comparabi iy ans oiber adjusiments” dor Iekoimation on the adoption of IFFS 10,
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Statement of comprehensive income

For e year ended

CHF milfon 311213 EARFRE A2
Comprehentive intome attributable to UES shareholders
Het profit/{los)} 32 (24800 4,138
Other comprehensive income
Other comprehensive Income that may be reclassified to the inoome statement?
Foreign currency tramslation
Fareign cersency tianslation movements, befme 1440] (362} -
Fenign eschange amoent: mcraified 1o e income stalement from equily [ B8} Sy B
Income tax relating to foreige cuneecy raralation sosements 5 (] n
Subsctal foreign corcency tramslation, met of tax {471} 3] T3
Ananclal investments avallable-fos-sale
Kt inrealized gains{lesses) on francial imestments avaiable-for-sale, Before tax (57} 115 1458
mpiimest charges redesified fo the income statement from equity 41 a5 k-]
Realized gains reclasified 8o fe income stalement from equity (255} 4333 -0 ]
Realized losses reclatsified %o the income statement fram equity 55 19 M
noome tax relating bo et unrealized gaissd loeses) on fnascial nwest=ests pailsble-forsae M i) (M&
Subactal Enancial invest=ents available-for-sale, net of tax {154} % 455
Cash flow hedges
Effective porfion of changes in fair vales of deri geaind as cast flow Bedges, before tax [85%) 1,714 £V -]
Bt seafied [gaing]osses reclasified fo the income statement fram egquity {1,261} 11,35} {1,140
noome tax relating bo cash flow hedges M3 [e5) i
Subsctal cash flow hedges, et of tax {1,520) B 1,537
Total other comprehiensive income that may be redassified to the Income statement, net of tax 12,145) (102} 2753
Orther comprehenshe Income that will not be reclassified fo the Intome statement!
& hod bansalt phl'.t ........................................................................................................................................
Gains/ileszes) an defined berefit plass, Befiore tax 1,178 1,013 {2.141)
noome tax relating be defised Eencfit plans [234) 413p am
Subactal defined benefit plars, netof tax LL. ] S {1,800
Property revaluation surplus
{Gains om progerty rewaluation, befoes L] g 1]
Bt {gains) losses reclassified 1o wedsized earsings (8} ] o
Income tax rebating bo gains an propery resalustion L] 2k 1]
Subsotal changes in properly resaluasion surplus, net of tax (8]} & L]
Total other comprehensive income that will not be reclassified to the Income statement, net of tax LLE] E15 (1R
Total other comprehensive income {1,211} 514 234
Total comprehensive income stiribstable to UBS shareholders 1,5€1 {1,966} 5071
1 Refier o “Mote 10 Changes In aocounting polices, comparabiliy ars ofter ad) *dar Ik on the azoption of the revisions o 146 1.
Table continues on the next page.

£
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Financial information
Consolidated finandal statements

Statement of comprehensive income (continued)

Table continued from previous page.

For the year ended

CHF milfion 311213 ELRFRE EiRER]
Comprehensive intome attributable to preferred noteholbders!
Het profit/{los} Pt X
Other comprehensive income
orther comprehensive Income that will not be reclassifled (o the nomme statement?
Fareign cemency iansiation movements, befme 355 41
Income tax relating to foreige cuneecy traralation sowements L] ]
Subaotal foreign comency translation, net of tax 355 41}
Total other comprehienshve income that will not be reclassified to the Income statement, net of tax 355 41
Total comprehensive income stiributable to preferred notehalders 550 179
Comprehensive intome attributable to non-controlling interests’
Het profit/{los} 5 5 o
Other comprehensihve income
rther comprehensive Incame that will not be reclassifled 1o the nome statement’
Fareign cemvency tiansiation movements, befme (1} 15 52
oo fax rebating b foeeige cunescy randation soeements L] ] 1]
Subsotal foreign camency tramslation, net of tax (1} 15 52
Total other comprehinshve income that will not be reclassified to the Income fatement, net of tax (1} 15 2
Total comprehensive income attributable 1o non-controlling interests 4 0 S0
Total comprehensive inmome
et profit/{loss) 11 (2.255) 44006
rther comgprehensve Income (E8T) 447 1,26

cfwhich; ather compasfiensiee frcome that may be reclassified do dhe income statement {2 145) (1o 2753

o which: ather compesfiensie frcome that will not be reclrnifed fo e income statemant 1,288 583 1,528
Total comprehensive income 2,514 {1,767} 5632
;:;h;hlhdwmjmh“:?dﬂ— ] * far Ik e adaphion of IFRS 10 3 Reler o *Riobe |b Chasges In aooouniing poficies, comparabiiiy and ot adjust-
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Balance sheet
% change from

CHF millan Kale 31213 31212 1212
Assats
Cazh and Balances with cesteal Banks H0,8TY 66,183 ol
De Fram Basks 10 17,170 ] (15
Canh collzberal o= securities bemowed 11 27,458 VR (1)
Peverse repuichase agreements il 91,563 130541 (20
Trading partioh st 12 122,848 160,564 [#21]

oifwihich: assnts pledged as colatwal which sy be soid or repledged By countemanties ] 42449 44,698 [}
Ponitive: replacement values 4 245,835 418,957 41
Cazh collateral receivables on derfative imtusents il 28,007 0413 [
Financial ansess desigeated at fair value n 7,364 9,108 ]
Vet 10 205,959 501 3
Finascial isvesimests aeailable-for-sale 15 59,508 85210 i)
Imeemiments in avodabes £l B2 a5 ¥
Fropersy and equipment L B,008 5004 o
Goodwil and intanghle szt 17 6,193 G461 ]
Defermed b et 8 8,845 8142 9
Creher assets 1% 20,28 17244 17
Total assets 1,009,860 1,259,757 T}
Liabilities
e 1o banks L] 12,862 23004 a4
Cazh collateral on securities lent il 9,481 9.0 3
Peperchase aqeement: gl 13,811 28,557 4
Trading partiolio fabilte: 13 28,800 3447 (]
Megater replacement valoes 14 215,553 395,160 (35
Canh oollzboral payakles o= desivative nstruments 1 49,128 T.148 {21}
Finandal Fabiltes designated o fait walue 20 65,501 91,501 (4
e 1o costomens L] 190,825 73,455 5
Debt issued N 1,586 e [
Provision a2 15M 153 7
Crhe iabilities 823 62,717 6651 &
Total llabities 955,525 1,210,857 2
Equity
Share capital T T [
‘Shane premiu= 13,952 EET o
Treatury shanes {1,831} .o} £
Enquity classified s chiigation to puchase own shaves (48] an M
P 24,478 21267 15
Cumulatise net income reoogrized dinectly in equity, met of tax {8,733} 8527 14
Equity attributable to UBS shareholders 48,002 25,545 4
Equity attribetable 1o prefemed sobeholders 1,893 5108 (%)
Equity attribetable to nor-tostraling intenests 4 £2 [+}
Total equity 43,936 42,100 F
Total labdities and equity 1,009,860 1,259,757 T}
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Financial information
Consolidated finandal statements

Statement of changes in equity

Equity derssified Cumulatiee net income
Share Teasery 2 obligation to Ertained moognined diectly
shares  perchase own thares EaMmings in aduity, net of B

3439 854) (54 19604 (9.845)

CHF millian

Balance a5 of 1 lanuary 2011
Exuanoe of skamw capital
Acqsisisan of tressury shares [2,455)

Disposition of tressury shanes 1,545

Tregmury share gains. {losses) asd net promizm){discoznt)

on ovn equity derivatine actiy (k]

Premium on shares isued and wamants exerdsed 10

Employee share and share option plans 12

Tan feopesse) ! besel recognized in share pre=ium 280

[Cividends

Equity classified as oblig fo puechase own shases. 15

Prafemad nobes

Kew consolidations and ofer iscreases !demeases) (4]

Deconsolidations and other decreases

Total comprehensae income for the year recognized in equiby 4138 a4
Balance as of 31 December 2011 n3 M.604 (1, 168) (28} 23,742 (2.011)
Effect of adoption of IFRS 50° a5 (4
Balance as of 1 January 2012 after adopdion of IFRS 10 n3 M.604 (1, 168) (28} 3,77 [9,03%)
Ezuanoe of stamw capital
Acnuisigion of treasury shares (1, 3as)®
Disposition of tressury shares 1,486
ool o el
Premium on shares isved and wamasts exerdsed 4

Employee share and shave option plans 126

Tan feopesse) ! besel recognized in share pre=ium 5T

[Cividends [EN-T

Equity classified as oblig fo puechase own shases. ]

Prafemad nobes

Kew consolidations and ofer iscreases !demeases) (4]

Deconsolidations and other decreases

Total comprehensae income for the year recognized in equiby {24804 514
Balance as of 31 December 2012 84 EER (1.071) (27} 1,297 [&,522)
Ezuance of stamw capital
Mcnuisition of treasury shares (848
Disposition of treasury shares Bure
Treasury share gains,{losses) and reet premizm /| discoent)

on orvn equity derfatine actiiy

Premium on shares msued and wamants exerdsed

Emplayee share and share opfion plans

Tan fespemse)d bemeli recognized in stare pre=ium

[Dividends [
Equity classified as oblig fo puechase own shases (5

Prafemed nobes

Kew consolidations and ofher iscreases /demeases] [}

[Decomolidations and other decreases i)

Tetal comprehensive income for the year recognized in equity in (1.211)
Balance as of 31 December 2013 184 33,952 (1.031) (48] 24,475 [5,733)

1 Rafier b “Mose 1k Ch T | * for inft o the adopiion of IFRS 10 2 For Se year 2013, fe net dposal of 13 milfion shawes (CHE 170 mil

i) which retated b markes-mokdng and hedg Emuﬁ-mmﬂﬁﬂ mm-pmmhmwdsmmn‘nuruzﬂnpﬂu

I:S-ﬁlrsh'lhp'ml'l ﬂ-dudtpu 5r|lh-m1nuu1u|=m 1 Reliects thee payment of CHF 0L15 G002 CHF (L1004 par share of OHF 0L10 par vallue ot
centriation reserve of UBS A (Parent Sank).
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Shares issued and treasury shares held
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For the year endied % change from
Namber of shaves 51,1213 312142 A 31212
Shares ssued
Balance at the beginning of e year 3,805,.250,233 3512,121,859 3,850,840,513 1]
ksuance of skaes 6,751,808 3,128,334 1,281,386 116
Balance at the end of the year 3,842,002,065 3,515,750,093 3,852, 121,859 1]
Treaswury shares
Balance at the beqginning of e year &7, 879,801 84,055 551 38,892 031 3
Arneistion 55,346,018 114,292, 481 155,636 619 5
[lispostin=s [65,425,365) (111,368431) (106,572, 115) (3
Balance at the end of the year 73,800,252 A7.879,601 54,955 551 (18)

Conditional share capital

A5 of 31 Decernber 2013, 138,759,156 additional shares (31 De
cember 2012: 145,510,992 shares) could have been issued to

furvd UBSs employee share option programs.

On 14 Aprl 2010, the Annual General Mesting of UBS AG
shareholders apoproved the creation of conditional capital to a
maximum number of 280,000,000 shares for corversion rights,
warrants granted in connection with the issuance of bonds or

similar finandal instrurments.

356

In 2013, the conditional capital of up to 100,000,000 shares,
which was available in conmection with an arrangement with the
Swviss Mational Bank (SMEB), was removed. The SNB provided a loan
to the SME StabFund, to whidh UBS transferred certaim illiquid
securities and other positions in 2008 and 2009. As part of this
arrangement, UBS grantad warrants on shares to the SME, which
would have been exercisable if the SME had incurred a loss on the
loan. In 2013, the loan was paid back in full, the warrants wers
terminated and the relevant conditional capital was removed.

Total conditional share capital outstanding as of 21 December
2012 & abso disdosed in “Mote 10 Share capital and significant
sharehaolders™ of the UBS AG (Parent Bank) financial statements.
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Statement of cash flows
For e year ended
CHF milfan 51213 EQN bR b EIRFRL

Cash flow from ! (wsed in} operating activities
Bt profit (losz) 3.1 (2255} 4,406
Adjustments to reconclle net profit to cash fliow from/ (used in) operating activities

Mon-cash ilems included in set profit and other adustimests:

[Depreciation and impaiimeat of property asd equipment il ] i Tl
Impairme= of gocdwil L] 3,000 (1]
hmorization and impais=ent of intanghle mues LE] 106 127
Creit logs expense./ [necovery) %0 118 a4
‘Shane of net profits of associates (48} 111 (%]
Deferred tas expesse / (besefid] (545} i TS
it loss/{ gain) from imeessing actiities (%) (4B} e
Kt loss/{gaiz) from fnasding activities 3,588 3717 {5 556)
m.-tm 5148 6,088 103
et {inc i nog g assets and abilites:

[Due from /o banks {7.551) (T 6RE 14,5850
‘Cazh collsteral on securities bomowed and reverse repurchase agreements. 43754 243 {BT 21
Cazh collsteral on securities lent and repunchase agreements {23, 65%) {66407} 1116
Trading particlio, replacement walues and fnancial assets designated ot fair salue 44,088 L 1.5
‘Cazh collateral on derivative instruments {22,407) 4399 6,330
Lioares { due: b customers 12,087 15,8655 6058
(Crhes assets, provisiores and ather labidities {3,525) (1.7} e
Income tases paid, net of nefusds [32) (261} 145
et cash flow fram /{used in) operating acthvities 54,525 67,160 {14, M41)
Cash flow from [ [used in} investing activities

Purchaer of subeidiaie:, smodaies and intanghln asset (44} [ty (58
Disposal of subsidiaries, amociates and istangible sets! 138 41 50
Purchase of progerty asd equipment {1,238) {1118 {1,135
Disposal of property and eguipment [1.] e n:
Nt {nvest=est in]! divest=ent of fizandal investments aesilable-for-sale” 5,985 {12,564} 20,31
Het cash flow from/ (used in} investing activities 5,457 {14875 187

1 Inhies dividends recelesd from amociaies. 7 Indedes guss cash inflows from sies and matrties (C5F 7,752 million for the pear ended 31 Denember 2013, CHF 2, 795 miflion for the pear ended 31 December
2012 ared groas cash oo from parchases {05 3521 million for the pear ended 31 Decomber 2013, CHF 7,422 milfion for the yer ended 31 Decersber 201 3 predominanty rednsd to LE ame-badked
st hed s frandal ivestments sallable for-saie which see trarstared fam Weakh Mamagemert Ametox b Comors Cerer - Cons Fercfions In 2083, Ot ret ot fioes (CHF 2,279 milbze inflows for
I'u'_;l.:hill Cetember H1E, CHF 15,358 millon cuefiows for s year anded 31 Descemiber 11012) aimos extiedy related o gur mots-capendy parallo of enercerrhered, biga-guoiity, shoriem e nanaged
cenirally by Gop Baxurg

Table continues on the next page.
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Financial information
Consolidated finandal statements

Statement of cash flows (continued)

Table continued from previous page.

For tie year ended
EHF milfan 311213 311212 EIRFRE]
Cash flow from {(used ind finanding activities
it shart-tens debt Bsued Mrepaid 4, 250) {37567} 5,218
et movements: i neasury shanes and own equity derivative activity [341) 11155 {1,885
nciease in shane capital 1 ] [1]
Dividiends paid om LIRS shanes | 5654 A% 1]
Esuance of long-ter= debt, induding fnascial Fabifties designated 2t fair salue 28814 55 850 51,550
Repayment of [oag-term debd, indluding financial Babilities designated at fair valee (B8,554) {54,255 (BLEE)
Oivadends paid and repay=en s of preforced notes {1,415) (221 1]
Mt changes of non-contraling inserests (8] ] (748
Het cash flow fram/ (used in} Hnanding actividles 47,558) [ECRET] 2EM
Effects of enctange rabe differences on cach and cash equeivalests {2, k) (73} {212
et inerease! (decrease) in cash and cash equivalents 9,524 12,500 5]
Cah and cash equivalents at the beginning of the year 95,108 A5 508 o514
ﬂﬂﬂﬂtﬂqﬂdliﬁﬂlﬂttﬂd’ﬁiﬂ‘ 108,832 99,108 BEE12
Cash and cash equivalents comprise
‘Cash and Balances with ceatcal Banks 80,79 65383 40538
Maney market paper’ A, T80 FE 1] EL ]
Due fram basks® 23,455 28344 41074
Total! 08,852 49,108 BEE12
Additional information
Mt cash Sow from fesed in) cperating aciities includi:
Cash mosived as intesest 12,148 14551 MEEET
Cah paid & inferest EAE ] 9,166 82
Cazh received a3 dwidends on equity imestments, imestment funds and asociates 1,421 1,430 1,342
1 Priow period daea o7 58 and cash equialents we e Lpa adoption of IFRS 10 6 followss from CHF 85,612 il b CHF 26,509 million far tha opening balance ol 201 2 and from CHF 99,118 milkn to CoF
55,108 millizn dar the dEing balance of 2017 = Maney maiket paper & iecludsd an the bolanoe sheet ool asety (31 Deosmber 2003: CHF 1,706 millon, 31 Depember 2003 CHF 2,152 millkn,
31 Decereber 20 12 CHF 1,722 millon) and Fnarcial imsessmons svallable-da-sale (30 Decemite 2013 CHF 2571 31 Decereber 201 2 OF 1,000 millen, =1 Decsmber J000: CHF 2117 million). 3 inchides

pasifions segnized In 1he bakonce shast under Dus from banks (31 Decamber 20032 CHF 14,413 millon, 30 Decerber 200%: G347 15,951 millon, 31 Derember 30411- £8,733 mifion) and Cash colzieil mcshables
an Sprivative Irsteements with bank cowsisparties (31 Decermber 2013: CHF 9057 millln, 31 December 201 2: CHF 12,353 milbon, 30 Decermber 2000: CHF 22,341 millon). & C5F 8,333 million and OSF 10,109
millizn of GEh and cash equialents e resided as of 31 Dacernber 2013 and 31 December 2012, Refer i "Moe 75 Restricies and arelened fnancal assets” for more information. = Includes divi-
dends reneieed from amadaies: (200 3: OF 60 milllan, 700 CHF 37 million, 20 1= CEF 28 million) reported s Thow fm usid In) Imasting acivitie.
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Notes to the consolidated financial statements

Mote 1 Summary of significant accounting polides

a) Significant accounting polices

The significant acoounting policies applied in the preparation of
the consolidated finandal statements {the “Financial Statements™)
of UBS AG and its subsidiaries {“UBS™ or the "Group™) are de-
seribed in this note. These policies have been applied consistently
in &l years presented unless ctherwize stated.

1) Basis of accounting

UBS provides a broad range of finandal senvices induding: advi-
sory services, underwriting, finandng, market-making, asset man-
agement 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 Financial Stztements are prepared in accordance with
International Financial Reporting Standards (IFRS), a5 isswed by the
International Accounting Standards Board (1A5B), and are pre-
sented im Swiss francs (CHF), the currency of Switzerland where
UBS AG & incorporated. On & March 2014, the Fnancial State-
ments were authorized for Esue by the Board of Directors. The
Financial Statements are prepared using uniform acoounting poli-
cies for similar transactions and other events. Intercompany trans-
actions and balances have been eliminated.

Disdosures incorporated in the “Risk, treasury and capital
management” section of this report, which form part of these
Financial Statements, are marked as audited. These disclosures
relate to requirements under IFRS 7 Financial instruments: Disdo-
sures and A4S 1 Presentation of Finandal Statements and are not
repeatad in the “Finandal information — consolidated financial
statements” section.

2} Use of estimates

Preparation of the Financial Statements requires management o
make estimates and assumptions that affect reported income, ex-
penses, assets, liabilities and the disclosure of contingent assets
and lishilities. Actual results in the future could differ from sudh
estimates and assumptions, and such differences may be material
to the Financial Statements. Estimates and their undeslying as-
sumpiions are reviewed on an ongoing basis. Revisions to esti-
mates resulting from these reviews are recognized in the pericd in
which they cocur.

The following notes to the Finandal Statements contain infor-
mation about those areas of estimation uncertainty corsidered to
require aritical judgment and hawve the most significant effect on
the amounis recognized in the Finandal Statements: MNote 8
income taxes, Note 12 Allowances and provisions for credit [oss-
&5, Note 17 Goodwill and intangible assets, Note 22 Provisions

and contingent liabilities, Mote 24 Fair value measurement, Mot
28 Pension and other post-employment benefit plans and Mote
29 Equity participation and other compensation plans.

3} Subsidiaries and structured entities

The Finandial Statements comprise those of the parent company
{LUBS A5) and its subsidiaries, induding controlled siructured enti-
ties {SE), presented as 2 single economic entity. Equity attributable
o man-controlling interests is presented on the consolidated bal-
ance sheat within Equity separately from Eguity artributable to
UES sharhoiders.

As detailed in Mote 1b, UBS adopted IFRS 10 Consalichted
Financial Staternents on 1 January 2013 on a limited retrospective
lbasis. Under IFRS 10, UBS controls an entity when it has power
over the relevant activities of the entity, exposure to variable re-
turms and the ability to use its power to affect its returns. Where
an entity is governed by voting rights, control is generally indi-
cated by a direct sharehalding of more than one-half of the voting
rights.

In other cases, the assessment of control is more complex and
requires greater use of judgment. Where UBS has an interest in
an entity that absorbs variability, we corsider whether UBS has
powver over the entity which allows it to affect the variability of
its returns. Consideration is given to all facts and circumstances
to determine whether the Group has power over another entity,
that is, the current ability to direct the relevant activities of an
entity when decisions about those activities need o be made.
Factors such as the purpose and design of the entity, rights held
through contractual arrangements such as call rights, put rights
or iquidation rights, as well == potertial decision-making rights
are all considered in this assessment Where the Group has
power over the relevant activities, a further assessment is made
to determine whether, through that power, it has the ability to
affect its own returns, that is, assessing whether power is held in
a principal or agent capadty. Consideration is given to (i) the
scope of dedision-making authority, (i) rights held by cther par-
ties, induding removal or other partidpating righits, (i} exposwre
to variability, induding remmuneration, relative to total variability
of the entity as well as whether that exposure is different from
aother investors. If, after review of these factors, UBS concludes
that it cam exercise its power to affect its own returns, the entity
is consolidated.

Subsidiaries, induding SE, are corsalidated from the date con-
trol is cbtsined and are decorsclidated from the date control
ceases, Control, or the lack thereof. & reassessed if facts and
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Mote 1 Summary of significant accounting policies (continued)

circumstances indicate that there is a change to one or more of
the elements needed to establish that control is present.

Refer to Mote 30 for more information on subsidiaries and
structured entities.

Structured entities (5]
SE are entities that have been designed so that voting or similar
rights are not the dominant factor in deciding who controls the
entity, such as when any voting rights relate only to administrative
tasks and the relevant activities are directed by means of conirac-
tual arrangements. Such entities generally have a narrow and
well-defined objective and include those historically referred to as
special purpass entities {SPE) and some imestment funds. We as-
sess whether an entity i an SE by considering the nature of the
activities of the entity as well as the substance of voling or similar
rights afforded to other parties, induding investors and indepen-
dent boards or directors. We consider rights such as the ability to
liguidate the entity or remove the dedision maker to be similar to
woting rights when the holder has the substantive ability to exer
cise such rights without cause. In the absence of such rights or in
cases where the existence of sudh rights cannot be fully estab-
lished, the entity is considered to be an SE.

The Group sponsors the formation of SE and interacts with
non-sponsored SE for a variety of reasons incuding allowing di-
ents to obtaim or be exposed to particular risk profiles, to provide
furding or to sell or purchase credit risk. Many SE are established
&5 bankrupicy remote, meaning that only the assets inthe SE are
available for the bensfit of the SE% investors and such investors
hawe no other recourse to UBS. UBS is deemed to be the sponsor
of an 5E when it is involved in its creation, establishment and
promotion and facilitates its ongoing success through the trans-
fer of assets or the provision of explicit or implicit finandial, op-
erational or other support. Where the Group acts purely as an
adviscr, administrator or placement agent for an SE created by 2
third-party entity, it i not considered to be sponsored by UBS.

UBS will cansclidate an SE in line with the consclidation prin-
ciples desoribed above. When UBS does not consolidate an SE but
has an interest in an SE or has sponsored an SE, additional disclo-
sures are provided in Note 30 on the nature of these interests and
sponsorship activities.

UBS is irvelved with a number of SE types:

— Securitization structured entities are established to issue
securities to investors which are backed by assets held by the
SE and whereby (i} significant credit risk assodated with the
securitized exposures has been transferred to third parties and
{ii} there is more than one risk position or franche issued by the
securitization vehicle in line with the Basel Il s=curitzation
definition. All securitization entities are cdassified as SE.

— ient investment structured entities are established predomi-
nantly for dients to invest in spedific assets or risk exposures
through purchasing notes issued by the SE, predominantly on
& fixed term basis. The SE may source assets via a fransfer from
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LUBS or through an external market transaction. In some cases,
LBS may enter into derivatives with the SE to either align the
cash flows of the entity with the investors intended invest-
ment objective or to introduce other desired risk exposures. In
certain cases, UBS may have interests in a third-party spon-
sored SE to hedge specific risks or participate in asset-backed
financing.

— Imvestment fund structured entities have a collective inwest-
ment cbjective, are managed by an investment manager and
are either passively managed, such that any dedsion-making
does not have a substantive effect on variability, or are actively
managed and investors or their governing bodies do not have
substantive voting or similar rights. UBS creates and sponscrs a
large number of funds for which it may hawe an interest
through the receipt of varisble management fees andior a
direct investment. In addition, UBS has interests in a number
of funds created and sponsored by third parties, incuding
exchange-traded funds and hedge funds, to hedge issuwed
structured products.

Business combinations

Business combinations are accounted for using the acquisition
method. As of the acquisition date, UBS recognizes the identifi-
able assets acquired and the lisbilities assumed at their acquisi-
tion-date fair values. For eadh business combination, UBS mea-
sures the non-controlling interests in the acquiree (being present
owmership interests providing entitement to a proportionate
share of the net assets of the acquires in the event of liguidation)
either at fair value or at their proportionate share of the acquires’s
identifiable net asssts

The cost of an acquisition is the aggregate of the assets trans-
ferred, the ahilities incurred to former cwners of the acquires
and the equity instruments issued, measured at acquisition-date
fair values. Acquisition-related costs are expensed as incurred.
Any contingent consideration that may be transferred by UBS &
recogrized at fair value at the acquisition date. If the contingent
consideration is dassified & an asset or lisbility subsequent
changes in the fair value of the contingent consideration are rec-
ogrized in the income statement. If the contingent consideration
is dassified a5 equity; it is not remeasured and its subseguent set-
tlerment & acoounted for within Equity:

Any excess of the aggregate of the consideration transferred
and the amount recognized for non-controlling interests over
the net identifiable assets acquired and liabdities assumed is con-
sidered goodwill and is recognized as a separate asset on the
bbalance sheet, initially measwred at cost. If the fair value of the
net assets of the subsidiary acquired excesds the aggregate of
the consideration trarsferred and the amount recognized for
non-controlling interests, the difference is recognized in the in-
come staternant on the acquisition date.

Refer to Mote 31 for more information on business combina-
tions completed during 2013.
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Mote 1 Summary of significant accounting policies (continued)

4) Assoiates and joint venbures

Investrments in entities in whidh UBS has significant influence, but
not contral, over the financial and operating policies of the entity
are dassified as imvestments in assodates and accounted for un-
der the equity method of accounting. Mormally, significant influ-
ence is imdicated when UBS owns between 20% and 50% of a
company’s voting rights. Investments in assodates are initially
recorded at cost, and the carrying amount is increased or de-
creased after the date of acguisition to recognize the Group’s
share of the investees net profit or loss (including net profit or
loss recognized directly in equity). Interests in joint ventures are
also accounted for under the equity method of accounting. A
joint venture is subject to & contractual agreement between UES
and one or mare third parties, which establishes joint comtrol
ower the relevant activities and provides rights o the net assets of
the entity. Interests in joint ventures are dassified as investments
in associates.

If the reporting date of an assodate or joint venture is different
to UBS's reporting date, the most recently available financial state-
ments of the assodate or joint wenture are used to apply the
equity method. Adjustments are made for effects of significant
transactions or events that may cocur bebween that date and the
UBS reporting date.

Investrments in associates and interests in joint ventures are
dassified as “held for sale™ if their carrying amount will be recov-
ered principally throwgh a sale transaction rather than through
continuing use. Refer to item 25} for more information.

Refer to Mote 20 for more information on assodates and joint
ventures.

5) Recogrition and derecognition of finandal instruments

UBS recognizes financial instruments on its balance sheet when
the Group becomes a party to the contrachual provisions of the
instruments. UBS also acts in a trustee or other fiduciary capadity,
which results in the holding or placing of assets an behalf of indi-
viduals, trusts, retirement benefit plans and cther institutions. Un-
less the recognition criteria are satisfied, these assets and the re-
lated income are excuded from UBSS Fnandal Statements, as
they are not assets of LIBS.

BS enfters into certain transactions where it transfers financial
azsets recognized on its balance sheet but retains sither all or 2
portion of the risks and rewards of the transferred financial
assets. If all or substantially all of the risks and rewards are re-
tained, the fransferred financial assets are not derecognized
from the balance sheet Transactions where transfers of finan-
cial assets result in UBS retaining all or substantially all risks and
rewards include sscurities lending and repurchase transactions
described under items 13} and 14). They abso indude trans-
actions where financial assets are sold to a third party together
with a total retwrn swap that results in WBS retaining all or sub-

startially all risks and rewards of the transferred assets. These
types of fransactions are accounted for as secured financing
transactions.

In transactions where substantially all of the risks and rewards
of cwwmership of a financial asset are neither retsined nor trans-
ferred, UBS derecognizes the finandial asset if control over the
asset is surrendered. The rights and obligations retained in the
transfer are recognized separately as assets and liakilities, respec-
tively. In transfers where control over the finandal asset is re-
tained, the Growp continues to recognize the asset to the extent
of its continuing imohement, determined by the extent to which
it is exposed to changes in the value of the transferred asset. Ex-
amples of such transactions include written put options, acquired
call options, or other instruments linked to the performance of
the transferrad assat.

For the purposes of the Group's disdosures of fransferred
financial assets, a financizl zsset is typically considered to have
been transferred when the Group a) transfers the contractual
rights to receive the cash flows of the financial asset or b retains
the contractual rights to receive the cash flows of that zsset, but
assumes a contractual obligation to pay the cash flows to one or
mare entities.

Where financal assets have been pledged a5 collateral or in
similar arrangements, they are considered to have been frans-
ferred if the counterparty has received the contractusl right to the
cash flows of the pledged assets, a5 may be evidenced, for ex-
amgle, by the counterparty’s right fo sell or repledge the assets.
Where the counterparty to the pledged finandial assets has not
received the contractual right to the cash flows, the asseis are
considered pledged, but not transferred.

Refer to Mote 25b and 25¢ for more information an ransferred
financial assats.

Financial liabilities

UBS derecognizes a finandial lizbility from its balance sheet
when it is extinguished, ie., when the cbligation specified in
the contract is discharged, cancelled or expired. When an exist-
ing financial liability is exchanged for a new one from the same
lender on substantially different terms, or the terms of an exist-
ing liability are substantially modified, such an exchange or
miodification is treated 2= the derecognition of the original liakbil-
ity and the recognition of a new lisbility with any difference in
the respective carrying amounts being recognized in the income
staternent.

5} Determination of fair value
Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between
market participants at the measurement date. Determination
of fair value is considered a critical accounting policy for the
Group.

Refer to Note 24 for more infomation.
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Mote 1 Summary of significant accounting policies (continued)

7] Trading portfolio assets and liabilities

Mon-derivative finandal assets and lighilities are dassfied at ac-
quizition as held for trading and presented in the trading portfolio
if they are a) acquired or incurred principally for the purpose of
selling or repurchasing in the near term, or b) part of a portfolio
of identified financial instruments that are managed together and
for which there is evidence of a recent actual pattern of short-
term profit-taking.

The trading portfolio indudes non-derivative financial nstru-
ments (induding those with embedded derivatives) and commod-
ities. Financial instruments that are considered derivatives in their
entirety generally are presented on the balance sheet as Positive
replacement values or Negative replacement values Refer to
itern 15) fior more information. The trading portfolio incudes rec-
ognized assets and liabilities relating to proprietary-, hedging- and
dient-related business.

Trading portfolic assets indude debt instruments {induding
those im the form of securities, momey market paper and traded
corporate and bank |oans), equity instruments, assets held under
unit-linked contracts and predious metals and other commodities
owned by the Group {"long™ positions). Trading portfolio liabili-
ties indude chligations to deliver finandal instruments such as
debt and equity instruments whidh the Group has sold to third
parties but does not cwn ("short™ positions).

Assets and liabilities in the trading portfolio are measured at
fair value. Gairs and losses realized on disposal or redemption of
these assets and lizbilities and unrealized gains and losses from
changes in the fair value of these assets and liabiities are reported
a5 Net trading income. Interest and dividend income and expense
on these zssets and liabilities are induded in Interest and dividend
income or Interest and dividend expenss.

The Group uses settlement date accounting when recognizing
assets and Rabilities in the trading partfolio. From the date a pur-
chase transaction is entered into (trade date) untdl settlement
date, UBS recognizes any urwealized profits and |osses arising
from remeasuring the transaction to fair value in Net trading in-
come. The cormesponding receivable or payable is presented on
the balance sheet as 2 Positive replacament value or Negative re-
placement value, respectively. On satlement date, the resulting
financial asset is recognized an the balance sheet at the fair value
of the consideration given or received, plus or minus the change
in fair value of the contract since the frade date. From the trade
date of a sales fransaction, unrealized profits and losses are no
longer recognized and, on settlement date, the asset is derecog-
nized.

Trading portfolio assets transferred to external parties that do
not qualify for derecognition (refer to item 5) for more informa-
tion} and where the transferes has obtained the right to sell or
repledge the assets continue to be classified on the UBS balarce
shest a5 Tading portiolio assets but are identified as Assets
pledged as collateral which may be sald or repledged by countar
parties. Such assets continue to be measured at fair value.
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Refer to Mote 13 for more infarmation on trading portfolio a=-
sets and lizbilities.

8} Finandal assets and financial liabiities designated at fair valus
throwgh profit or loss, {“fair value option™)
A finandal instrument may only be designated at fair value
throwgh profit or loss upon initial recognition and this designa-
tion cannct be changed subsequenthy. Financial assets and finan-
cial liabilites designated at fair value are presented on separate
lines on the face of the balamce shest. The fair value option can
bbe applied only if one of the following criteria is met:

— the financial instrument is a hybrid instrument which indudes
a substantive embedded derivative:

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

— the apgplication of the fair walue option eliminates or sig-
nificantly reduces an acoounting mismatdh that would other-

wise arise.

LBS has used the fair value option to designate most of its is-
sued hybrid debt instruments 2= finandal liskbilities designated at
fair value through profit or loss, on the basis that such finandal
instruments incude embedded derivatives and/or are managed
on a fair value basis. Such hybrid debt instruments predominanthy
indude the following:

— Creditinked bonds ar notes: linked fo the performance {oou-
pon and/or redempiion amount) of single names {sudh as a
company or a country) or a basket of reference entities;

— Equity-linked bonds ar notes: linked to a single stock, a basket
of stocks or an eguity index and

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

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

In order to reduce an accounting mismatch, UBS has also ap-
plied the fair value opticn to certain structured loans and reverss
repurchase and securities borrowing agreements which are part
of portfolios managed on a fair value basis.

Sirmilarly, the fair value apticn is applied to assets held to hedge:
deferred cash-settled employee compensation awards, in order to
reduce an acoounting mismatch that would arise due to the lizbil-
ity being measured on a fair value basis.

Fair value changes related to finandal instruments designated
at fair value through profit or loss are recognized in Net rrading
income. Interest income and interest expenss on finandal assets
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Mote 1 Summary of significant accounting policies (continued)

and liabilities designated at fair value through profit or loss are
recognized in interest income on financial assets designated af
fair value or Inferest expense on financisl labilftes designated st

UBS zpplies the same recognition and derecognition principles
to finandal instruments designated at fair value as to finandal
instruments in the trading portfolio. Refer to items 5) and 7) for

Refer to Motes 3, 20, 24e and 27d for more information on
financial assets and liabilities designated at fair value.

9} Finandal investments available-for-sale

Finandial investments available-forsale are non-derivative finan-
cial assets that are not dassified as held for trading, designated at
fair value through profit or loss, or loans and receivables. They are
recognized on a settlerment date basis.

Financial imvestments available-for-sale indude debt securities
held as part of the multi-currency portfolio of unencumbered,
high-guality, short-term assets managad cenfrally by Growp Trea-
sury, sirategic equity imvestrments, certain rvestrments in real es-
tate funds, certain equity instruments induding private equity in-
vestments, and debt instruments amd non-performing  loans
acquired in the secondary market.

Financial imvestments available-for-szle are recognized initially
at fair value bess transaction costs and are measured subsequently
at fair value. Unrealized gains and kosses are reported in Equity:
net of applicable income taxes, until such imvestments are sold,
collected or otherwise disposed of, or untll any such investment is
determined to be impaired. Unrealized gains before tax are pre-
sented saparately from unrealized losses before tax in Note 15.

For monetary instruments (such as delbt securities), foreign ex-
change frarslation gains and losses determined by reference to
the instrument’s amortized cost basis are recognized in Net trad-
ing income. Foreign exchange translation gains and losses related
to other changes in fair value are recognized in Other comprehen-
sive income. Foreign exchange franslation gains and losses assod-
ated with non-monetary instruments (such as equity sscurities)
are part of the owerall fair value change of the instruments and are
recognized directly in Other comprehansive income.

Interest and dividend income on financial investments avail-
able-for-sale are induded in Inferest and diidend income from
finandial investments availablefor-sale. Interest income is deter-
mined by reference o the instrument’s amortized cost bass using
the effective interest rate (EIR).

On disposal of an investrment, any related accumulated unreal-
ized gains or losses included in Equity are fransfemred to the In-
come statement and reported in Gther income. Gains or losses on
disposal are determined using the average cost method.

At each balance sheet date, UBS assesses whether indicators of
imparment are present for an available-forsale investment. An
available-for-sale ivwestment & impaired when there is chjective
evidence that, as a result of one or more events that occumed after

the initial recognition of the mvestment, the estimated future cash
flows from the imvestment have decreased. A significant or pro-
loniged declina in the fair value of an available-for-sale aquity instru-
ment below its original cost is considered cbjective evidence of an
mpairment. In the avent of a significant decline in fair vahse belowr
its original cost {20%) or a prolonged decline (six months), an im-
paiment is recorded unbess facts and droumstances clearly indicate
that this informaticn, on its own, is not evidence of an impairment.

For dabt imvestments, objective evidence of impairment in-
cludes significant financial difficulty for the issuer or counterparty,
default or delinquency in interest or principal payments, or it be-
coming probable that the borrower will enter bankraptoy or finan-
cial reorganization. If a finandal imvestment available-for-sale is
determined to be impaired, the related cumulative net unrealized
loss previously recognized in Fquity is induded in the income state-
ment within Other income. For equity instruments, any further loss
is recognized directly in the income staterment, whereas for debt
nstruments, any further loss is recognized in the income state-
ment anly if there s additional objective evidence of impairment.
After the recognition of an impairment on a financial investment
available-for-sale, mcreases in the fair value of equity instruments
are reported in Equity and increases in tha fair value of debt instru-
ments up to amortized cost in original currency are recognized in
Other income, providad that the fair velue increase is related to an
event occurring after the impairment loss was recorded.

LBS applies the same recognition and derecognition prindples
to financial asets available-for-sale as to finandial instruments in
the trading portfolio {refer to itemns 5) and 7) for more informa-
tion), except that unrealized gains and losses between trade date
and settlement date are recognized in Fquity rather than in the
income statement.

Refer to Mote 15 for more information on financial investments
available-for-szle.

10 Loans and receivables

Loans and receivables are mon-dermative finandal assets with

fixed or determinable payments that are not guoted in an active

miarket, not dassified as held-for-trading, not designated as at fair

value throwgh profit and koss or available-for-sale, and are not 2=-

sats for which the Growp may not recover substantially all of its

initial net investment. other than because of 2 credit detericra-

tion. Financial assets dassified as loans and receivables include:

— aoriginated loans where funding is provided directly to the bor-
Towwer,

— participation in a loan from another lender and purchased loans;

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

- securities previously in the trading portfolio and reclassified 1o
loans and receivables (refer to Note 27c for more information) and

— loans such as leverage finance lcans previowsly in the trading
portfolio and redassified to loans and receivables (refer to
Mote 27c for more information).

363

365/570

Fnancial information

oOoOooodn



Financial information
Motes to the consolidated finandal statements

EDINETOOOO

00000000000 0O(E05852)

Mote 1 Summary of significant accounting policies (continued)

Loans and receivables are recognized when UES becomes a
party to the contractual provisions of the instrument, whidh is
when funding is advanced to borrowers. They are recorded ini-
tially at fair value, based on the amount provided to originate or
purchase the lcan or receivable, together with any transaction
costs directly attributable to the acquisition. Subsequenthy, they
are measured at amortized cost using the EIR method, less allow-
ances for credit losses. Refer to item 11} for information on alkow-
ances for oredit lasses and to Mote 27a for an ovendew of the fi-
nandal assets clasified as boans and receivables.

Interest on loans and receivables is induded in Intarest samed
on loans and advamnces and is recognized on an acorual basis.
Upfront fees and direct costs relating to loan origination, re-
financing or restructuring as well as to loan commitments are
generally deferred and amortized to interest earned on loans and
advances over the life of the boan wsing the EIR method. Where
no loan is expected #o be advanced, any fees are recognized as
folbows:

— for loan commitments that are not expected to result in 2 loan
being advanced, the fees are recogrized in Commission in-
come over the commitment period and

— for loan syndication fees where UBS does not retain a portion
of the syrdicated loan, or where UBS does retain a portion of
the syndicated loan at the same effective vield for comparable
risk &= other partidpants, fees are credited to Commission in-

Presentation of receivables from central banks

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

Finandal assets redlassified to loans and receivables

When a finandal asset is redassified from held for trading to loans
and receivables, the finandal asset is reclassified at its fair value on
the date of redassification. Any gain or loss recognized in the
income staternent before redassification is not reversed. The fair
value of 2 finandial asset on the date of redlassification becomes
its cost basis going forward. In 2008 and 2009, UBS determined
that certaim financial assets dlassified as held for tradimg were no
longer held for the purpose of selling or repurchasing in the near
term and that the Group had the intertion and ability to hold
these assets for the foreseeable future, considered fo be a period
of approamately twehe months from the redassfication. There-
fore, these assets were reclassified from held for trading to loans
and recervables (refer to Note 27 for more information).

Renegatiated bans

A renegotizted or restructured loan is a boan for which the terms
have been modified or for which additional collateral has been
requested that was not contemplated in the original contract
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Typical key festures of terme and conditions granted through
renegotiation to avoid default indude the provisiom of spedal
interest rates, postponerment of interest or amortization pay-
ments, maodification of the schedule of repayments or amend-
ment of koan maturity. There is no change in the EIR following a
renegotiation.

If a loan is renegotiated with concessionary conditions {i.e.,
new terms and conditions are agreed which do not meet the nar-
mial market ariteria for the quality of the obligor and the type of
loan,) the position is still classified as non-performing and is rated
as being in counterparty default. It will remain so until the loan =
collected or written off and will be assessed for impairment on an
individual basis.

If @ loan i renegotiated on a non-concessionany basis {e.g.,
additional collateral = provided by the dient. or new terms and
conditions are agreed which mest the normal market criteria, for
the guality of the obligor and the type of loan,) the lbban will be
re-rated wsing the Group’s regular rating scale. In these drcum-
starwes, the loan is removed from impaired status and therefore
induded in our collective assessment of koan loss allowances. For
the purpases of measuring credit losses, within the collective loan
loss assessment thess locans are not segregated from other loans
which have mot been renegotiated. Management regularly re-
views all loars to ensure that all criteria according to the loan
agreement continue to be met and that future payments are likely
1o ooour.

A restructuring of a lcan could lead to a fundamental change:
in the terms and conditicrs of a kboan, resulting in the original lcan
lbeing derecognized and a new loan being recognized. A change
is considered fundamental if the present value of the contrachussl
cash flows {as a propartion of notional) has been changed by
10% or more, or thers has been a significant change in the risk
profile of the laan.

i a loan is derecognized in these drcumstances, the new loan
is measured at fair value at initial recogrition. Any allowance
taken to date against the original loan is eliminated and is not at-
tributed to the new loan. Consequenty, the new loan is not con-
sidered impaired and is induded within the general collective loan
assezsment for the purpose of measuring credit losses.

11} Allowances and provisions for credit losses

An allowance or provision for credit losses is established if there i
objective evidence that the Group will be unable to collect all
amounts due {or the eguivalent thereof} on a daim based on the
original contractual terms due to credit deterioration of the isswer
or counterparty. & “daim” means a loan or receivable carried at
amortized cost, or a commitment sudh as a letter of credit, a guar-
antes, or another similar instrument. Objective evidence of im-
pairment indudes significant finandal difficulty for the Esuer or
counterparty, default or delinguency in interest or principal pay-
ments, or it becoming probable that the barrower will enter bank-
ruptcy or financial rearganization.
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An allowance for credit losses is reparted as a reduction of the
carrying walue of a dlaim on the balance sheet. For an off-balance-
sheet itern, such a5 3 commitment, a provision for credit loss is
reported in Provisions. Changes fo allowarces and provisions for
credit |oczses are recognized as Credit loss expense.

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

Countarparty-specific: A loan is considered impaired when
management determines that it is probable that the Group will
not be able o collect all amounts due {or the equivalent value
thereof) based an the original contractual terms. Individual credit
exposures are evaluated based on the borrower’s character, over-
all financial condition and capacity, resources and payment re-
cord, the prospects for support from any financially responsible
guarantors and, where applicable, the realizable value of any col-
laterzl. The estimated recoverable amount is the present value,
using the daim’s orginal EIR, of expected future cash flows in-
duding amounts that may result from restructuring or the liquida-
tion of collateral. If 2 loan has 2 variable interest rate, the discount
rate for measuring any impairment loss is the ourrent EIR. Impair-
mient i mieasured and allowances for credit bosses are established
based on the difference between the camying amount and the
estimated recoverable amount. Upon impairment, the accrual of
interest income based on the original terms of the koan is discon-
tinued. The increase of the present value of the impaired loan due
to the passage of time is reported a5 Inferest income.

All impaired loans are reviewed and analyzed at least annually:
Any subseguent changes to the amounts and timing of the ex-
pected future cash flows compared with prior estimates result in
a change in the allowance for credit losses and are charged or
credited to Credit loss expense/recovery. An dlowance for im-
pairment is reversaed only when the credit quality has improved to
such an extent that there is reasanable assurance of timely collec-
tion of principal and interest in accordance with the original con-
tractual terms of the daim, or the equivalent value therecf. A
write-off is made when all or part of a daim is deemed uncollect-
ible or forgiven. Wirite-offs reduce the prindpal amount of a daim
and are charged against previously established allowances for
credit losses o, if no allowance has been established previcusly,
directly to Credit loss expensefrecovary. Recoveries, im part or in
full, of amounts previcusly written off are credited to Credit [oss
expense racovery.

A loan is dlassified a5 non-performing when the payment of
interest, prindpal or fees is overdue by more than 90 days, when
insoheemcy proceedings have commenced, or when cbligations
have been restructured on concessionary terms. Loans are evalu-
ated individually for impairment when amounts have been over-
due by more than 90 days, or sooner if other ohjective evidence
indicates that a koan may be impaired.

Callectively: Al loans for whidh no impairment is identified at 2
counterparty-specific level are grouped on the basis of the Group’s

internal credit grading system that considers credit risk dharacter-
istics such as asset type, industry, geographical location, collateral
type, past-due status and other relevant factors, to collectively
assess whether impairment exists within a porifolic. Future cash
flows for a group of financial assets that are collectively evaluated
for impairment are estimated on the basis of historical boss experi-
ence for assets with credit risk characteristics similar to those in
the group. Historical loss experience s adjusted on the basis of
current observable data to reflect the effects of current conditions
of the group of finandal assets on which the historical boss experi-
ence is based and o remove the effects of conditions in the his-
torical period that do not exist currently in the portfolio. Estimates
of changes in future cash flows for the group of finandal assets
reflect, and are directicnally consistent with, changes in related
obsenable data from year to year. The methodology and assump-
tiors used for estimating future cash flows for the group of finan-
cial assets are reviewed regularly to reduce any differences be-
tween loss estimated and actual loss experience. Allowances from
collective assessment of impairment are recognized as Credlit boss
expenss/recovery and result in an offset o the aggregated lcan
jposition. As the allowance cannot be allocated to individual loans,
the loans are not considered to be impaired and interest & ac-
crued on each loan acconding to ifs contractual terms. f cbjective
evidence becomes availzble that indicates that an individusl
financial asset is impaired. it is removed from the group of finan-
cial assets assessed for mpairment on a collective basis and =
assessed separately as a counterparty-spedfic dam.

Redassified secuvities and acquired secunties carried at amor-
tized cost- Estimated cash flows assodated with financial asssts
reclassified from the held for trading category to loans and re-
ceivables in accordance with the requirements in tem 10} and
other similar assets acquired subsequently are revised pericdical-
Iy Adverse revisions in cash flow estimates related to credit
events are recognized in the income statement as Credit foss ex-
pense. For redassified securities, increases in estimated future
cash receipts, as a result of increased recoverability over thase
expected at the time of redlassification, are recognized 2= an ad-
justrment to the EIR on the loan from the date of dhange (refer to
Note 27¢ for more informiation).

Refer to Mote 12 for mare information on allowances and pro-
wisions for credit bass.

12) Securitization structures set up by UBS
UBS. securitizes certain financial assets, generally selling Trading
porifolio assets to SE which issue securities to investors. UBS ap-
plies the polides set out in itemn 3} in determining whether the
respective SE must be consolidated and thase set ot initemn 5} in
determining whether derecognition of transferred financial assets
is appropriate. The following statements mainly apply to transfers
of financial assets which gualify for derecognition.

Gains or |osses related to the sale of Trading portfolio assets
invalving a securitization are generally recognized when the
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Mote 1 Summary of significant accounting policies (continued)

derecognition criteria are satisfied with the gain or loss being
dlassified in Net trading income.

Interests in the securitized finandal zssets may be retained in
the form of senior or subordinated tranches, interest-anlby strips or
other residual interests (“retained interests™). Retained interests
are primarily recorded in Trading portfolic assets and are carried at
fair value. Synthetic securitization structures typically invohe de-
rivative finandal instruments for which the prindples set out in
itern 15) apohy.

UBS acts as structurer and placement agent in various mort-
gage-backed securities (MBS} and other asset-backed sscurities
{ABS) securitizations. In such capacity, UBS may purchase collateral
on its cwn behalf or on behalf of clients during the period prior o
sacuritization. UBS then typically sells the collateral into designated
trusts wpon dosing of the securitization. In other securitizations,
UBS may only provide financing to a designated trust in order to
fund the purchase of collateral by the trust prior to securitization.
UBS undenarites the offerings to investars, earning fees for its
placement and structuring services. Consistent with the wvaluation
of similar imentory, fair value of retained tranches is initially and
subsequently determined using market price quotations where
available or internal pridng models that wtilize variables such as
yield curves, prepayment speeds, default rates, boss severity, inter-
est rate volatifties and spreads. Where possible, assumpticns
based on cbservable transactions are used to determine the fair
value of retained interests, but for some interests substantially no
obsenvable information is available.

Refer to Mote 30c for more information on the Group's imvolve-
mient with sscuritization entities.

13) Securities borrowing and lending

Securities borrowing and securities lending transactions are gen-
erally entered into on a collateralized basis. In such transactions,
UBS typically borrows o lends equity and debt securities in ex-
change for securities or cash oollateral. Additionally, UBS borrows
securities from its dients’ custody accounts in exchange for a fee.
The transactions are nonmally conducted wnder standard agres-
ments employed by financial market participants and are under-
taken with counterparties subject to UBS's nommal credit risk con-
trol processes, UBS monitors on a daily basis the market value of
the securities received or delivered and requests or provides addi-
tional collateral or returns or recalls surplus collateral in accor
dance with the underlying agreements.

Cash collateral received is recognized with a corresponding ob-
ligation to return it (Cash collsteral on secunities fent) and cash
collateral delivered is derecognized and a corresponding receiv-
ahle reflecting LUBS's right to receive it badk is recorded (Cash ool
transferred are not recognized on, or derecognized from, the bal-
ance sheet unless the risks and rewards of ownership are also
transferred. Refer to item 5} for more information. UBS-cwned
securities transferred to a borrower that is granted the right to s=ll
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or repledge thase trarsferred securities are presented an the bal-
ance sheet as Trading portfolic assets, of which: assets pledged as
collateral. Securities received in a borrowing transaction are dis-
closed as off-balance-shest items if UBS has the right to resell or
repledge them, with additional disclosure provided for securities
that UBS has actually resold or repledged. The sale of securities
which is settled by delivering securities received in a borrowing or
lendirg transaction generally friggers the recognition of a trading
lizbility (short sale). Where securities are either received or paid in
liew of cash (“securities for securities” transactions), neither the
securities received {paid) nor the obligation to return (right o re-
ceive) the securities are recogrized on the balance sheet. as the
derscognition criteria are not met. Refer to item 5) for more infor-
miation.

Interest recsivable or payable for financing transacticns is rec-
ogrized in the income statement on an accrual basis and is re-
corded as Interast income or inferest expense.

Refer to Motes 11, 25 and 26 for more information on securi-
ties barrowing and lending.

14) Repurchase and reverse repurchase transactions

Sacurities purchased under agresments to resell (Reverse repur-
chase agreements) and securities sold under agreements to repur-
chase (Repurchase agreements) are treated as collateralized fi-
nandrg transactions. Mearly all reverse repurchase and repurchase
agreements imvohe debt instruments, such as bonds, motes or
money market paper. The transactions are normally conducted
under standard agreements employed by financial market partici-
pants and are undertaken with counterparties subject to UBSS
normnal credit risk control processes. UBS monitors on a daily basis
the market value of the securities recsived or delivered and re-
quests or provides additional collateral or returns or recalls surphes
collateral in accordance with the underlying agreements.

In a reverss repurchase agreement, the cash delivered is derec-
ogrized and a corresponding receivable, imcluding acorued inter-
est, is recorded in the balance sheet line Reverse
agresments, necognizing UBS's right to receive the cash back. Ina
repurchase agreement, the cash received is recognized and a cor-
responding obligation, induding accrued interest, is recorded in
the balance sheet line Repurchase agreements. Securities received
under reverse repurchase agreements and securities deliverad
under repurchase agreements are not recognized on or derecog-
nized from the balance sheet unless the risks and rewards of
owmership are transfered. UBS-owned securities transferred to a
recipient that i granted the right to resall or regledge them are
presented on the balance sheet as Trading portfolio assets. of
wihich: assets pledged as collateral. Securities received in reverse
repurchase agreements are disclosed as off-balance-shest items if
UBS has the right to resell or repledge them, with additional
disclosure prowided for securities that UBS has actually resold or
repledged {refer to Note 25 for more infarmation). Additionally,
the sale of securities which is settled by delivering securities re-
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Mote 1 Summary of significant accounting policies (continued)

ceived in reverse repurchase transactions generally triggers the
recognition of a trading liability {shart sale).

Interest earmed on reversa repurchase agreements and interest
incurred on repurchase agreements is recognized as interest in-
come ar interest expense over the life of each agreement.

The Group generally offsets reverse repurchase agreements
and repurchase agreements with the same counterparty, maturity,
currency and Central Securities Depository (TS0} in accordance
with the relevant accounting requirements. Refer to itemn 35) for
miore information.

Refer to Motes 11, 25 and 26 for more information on repur-
chase and reverse repurchase transactions.

15) Derivative instruments and hedge accounting

Derivatives are initially recognized at fair value on the date the
derivative confract = entered into and are remezsured subse-
quenthy to fair value. The methed of recognizing fair value gains
or losses depends on whether derivatives are held for trading or
are designated and effective s hedging instruments. If designat-
ed as hedging instruments, the method of recognizing gains or
losses depends on the nature of the risk being hedged as de-
seribed withim this item.

Crerivative instruments are generally reported on the balance
shest as Positive replacement values or Negative replscament val-
ves. Derivative instruments that trade on an exchange or through
a dlearing house are generally dassified as Cash collateral recen~-
ables on derivative instruments or Cash collateral payables on de-
nvative instruments. They are not classified within replacement
values because the change in fair value of thess instruments is
settled each day. either in fact or in substance, throwgh the cash
payment of variation margin. Products that receive this treatment
are futures confracts, 100% daily margined exchange-traded op-
tiors, interest rate swaps transacted with the London Clearing
Houwse and certain credit derivative contracts. Changes in the fair
values of derivatives are recorded in Net trading income, unless
the derivatives are designated and effective as hedging instru-
ments in cartain types of hedge accounting relationships.

Refer to Mote 14 for more information on derivative instru-
ments and hedge accounting.

Hedge accounting

The Group uses derivative instruments as part of its risk manage-
ment activiies to manage exposures particularly fo interest rate
and foreign currency risks, including exposures arising from fore-
cast transactions. f derivative and non-derivative instruments
mest certain criteria spedfied below, they may be designated as
hedging instruments in hedges of the change in fair value of rec-
ogrized assets or lisbilities {“fair value hedges”), hedges of the
variability in future cash flows attributable to a recognized asset
or liability or highly probable forecast transactions (“cash flow
hedges”} or hedges of a net investment in 2 foreign operation
{"net investment hedges ).

Af the time a financial instrument is designated in a hedge
relationship, the Group formally documents the relationship be-
tween the hedging instrument(s) and hadged itemis), induding
the risk management objectives and strategy in undertaking the
hedge transaction and the methods that will be used to assess
the effectiveness of the hedging relationship. Accordingly, the
Group assesses, both at the inception of the hedge and on an
ongaing basis, whether the hedging instruments, primarily de-
rivatives, have been “highly effective” in offsetting changes in
the fair value or cash flows associated with the designated risk of
the hedged items. A hedge is considered highly effective if the
following criteria are met: a) at inception of the hedge and
throughwout its bfe, the hedge is expected to be highly effective in
achieving offsetting changes in fair value or cash flows attribut-
able to the hedged risk and b} actual results of the hedge are
within a range of B0% to 125%. In the case of hedging forecast
transactions, the transaction must have a high probability of oc-
curring and must present an exposure to variations in cash flows
that could ultimately affect the reported net profit or loss. The
Group discontinues hedge accounting volurtarily, or when the
Group determines that a hedging instrument is not, or has ceased
to be, highly effective as a hedge, when the derivative expires or
is sold, terminated or exercised, when the hedged item matures,
is sold or repaid or whan forecast transactions are no longer
deemed highly probable.

Hedge ineffectiveness represents the amount by which the
changes in the fair value of the hedging instrument differ from
changes in the fair value of the hedged item attributable to the
hedged risk, or the amount by which changes in the present valus
of future cash flows of the hedging instrument exceed changes in
the present value of (expected) future cash flows of the hedged
item. Such ineffectivensss is recarded in current period earnings
in Mt trading income. Interest income and expense on derivatives
designated as hedging instruments in effective hedge relation-
ships is induded im Met interest income.

Fair value hadges
For qualifying fair value hedges, the changs in the fair valus of the
hedging instrument is recognized in the income statement along
with the change in the fair value of the hedged tem that is at-
tributable to the hedged risk. In fair value hedges of interest rate
risk, the fair value change of the hedged item attributable to the
hedged risk is reflected in the carrying value of the hedged item.
If the hedge accounting relationship is terminated for reasons
other than the derecognition of the hedged tem, the difference
[between the carmying value of the hedged item at that point and
the value at which it would have been caried had the hedge
never existed {the ~unamortized fair value adjustment ™) is amar-
tized #0 the income staternent over the remaining term to matu-
rity of the hedged item.

For a portfolo hedge of interest rate risk, the equivalent
change in fair value & reflected within Other assets or Other lizbi-
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ities. If the hedge relaticrship s terminated for reasons other than
the derecognition of the hedged item, the amount induded in
Other assets or Other liabilities is amortized 1o the income state-
ment over the remaining term to maturity of the hedged items.

Cash flow hedges

Fair value gains or loses assocated with the effective portion of
derivatives designated as cash flow hedges for cash flow repricing
risk are recognized initially in Eguity. When the hedged forecast
cash flows affect profit or loss, the associated gains or losses on the
hedging derivatives are reclassified from Equity to profit or loss.

I & cash flow hedge for forecasted transactions is desmed to
be no longer effective. or if the hedge relationship is terminated,
the cumulative gains or losses on the hedging derivatives pre-
vicusly reported in Equity remain there until the committed or
forecasted transactions ocour and affect profit or loss.  the fore-
casted transactions are no longer expected to ooour, the deferred
gains or losses are redassified immediately to profit or loss.

Hedges of net investments in foreign operations

Hedges of net investments in foreign operations are accounted
for similarly to cash flow hedges. Gains or losses on the hedging
instrument relating to the effective portion of the hedge are rec-
ogrized directly in Equity (and presented in the statement of
changes in equity and statement of comprehensive income under
Foreign currency transtation), while any gains or losses relating to
the neffective and/or undesignated portion ifor example, the
interest element of a forward contract) are recognized in the
income statement. Upon loss of control of the foreign operation
or its bquidation, the cumulative value of any such gains or losses
associated with the entity, and recognized directly in Equity is re-
dassified to the income statement.

Economic hedges that do not qualify for hedge scoounting
Derivative instruments that are transacted as economic hedges
but do not qualify for hedge accounting are treated in the same
way as derivative instruments used for trading purposes {i.e., real-
ized and wnrealized gains and losses are recognized in Net rrading
incame), excapt for the forward points on certain shart duration
foreign exchange contracts, which are reported in Net interest
income. Refer to Note 14 for more information on economic
hedges.

Embedded derfvatives

Derivatives may be embedded in other finandal instruments {“host
contracis”), for example, they could be represenied by the comer-
sion feature embedded in a convertible bond. Swch combinatons
are knowen as hybrid instruments and arise predominantly from the
issuance of certain structured debt instruments. An embedded de-
rivatiee is generally required to be separated from the host contract
and accounted for as a standalone derivative instrument at fair wal-
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ue through profit or loss it (i) the host confract is not carried at fair
walue with changes in fair value reported in the income staterment,
(i) the economic characteristics and risks of the embedded deriva-
tive are not closely related to the economic characteristics and risks
of the host contract and (i) the terms of the embedded derivative
would meet the definition of a standalone derivative were they con-
tained in a separate contract. Bifurcated embedded derivatives are
presented on the same balance sheet bne as the host contract, and
are shown i Note 27a inthe “Held for trading™ category, reflecting
the measurement and recognition principles applied.

Typically, UBS applies the fair value option to hybed instru-
ments (refer o itern &) for more information), inwhich case bifur-
cation of an embedded derivative component is not required.

16) Loan commitments

Loan commitments are defined amounts (unutiized credit ines or

undrawmn portions of credit lines) against which dients can bormowe

mioney under defined terms and conditions.

Loan commitments that can be cancelled by UBS at any time
{withcut giving a reason) according to their general terms and
conditions, are not recognized on the balamce shest and are not
induded in the off-balance-sheet disdosures. Upon a loan drawe-
down by the counterparty, the amount of the loan is acoounted
for in accordancs with Loans and recedvables. Refer to item 10) for
mare information.

Irmevocable loan commitments (where UBS has no right to
withdraw the loan commitment once communicated to the ben-
eficiary, or which are revocable only due to automatic cancellation
upan deterioration in a bormower's creditwarthimess) are dassified
into the following categories:

— derivative loan commitments, being loan commitments that
can be settled net in cash or by delivering or issuing another
financial instrument, or loan commitments for which there &
evidence of selling loans resulting from similar loan commit-
ments before or shortly after origination;

— loan commitments designated at fair value through profit and
loss (refer to itemn &) for more information) and

— all other loan commitments. These are not recorded in the bal-
ance sheet, but a provision is recognized if it is probable that
loss has been incurred and a reliable estimate of the amount of
the obligation can be made. Other loan commitments includs
irrevocable forward starting reverse repurchase and irrevocable
sacurities borrowing agreements. Any change in the liability
relating to these other loan commitments & recorded in the
income statement in Credit loss expensefrecovery. Refer 1o
iterns 11} and 27} for more informaticn.

17) Financial guarantee coniracts

Finandial guarantee confracts are contracts that require the isuer
to make spedfied payments to reimburse the halder for an in-
curred loss because a specified debtor fails to make payments
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when due in accordance with the terms of a specified debt instru-
ment. UBS issues such financial guarantees to banks, finandal
institutiors and other parties on behalf of clients to securs loans,
overdrafts and other banking fadlties.

Certain written financizl guarantess that are managed on a
fair value basis are designated at fair value throwgh profit or loss.
Refer to itern &) for more information. Finandal guarantees that
are not managed on a fair value basis are initially recognized in
the financial statements at fair value. Subsequent to initial recog-
nition, these financial guarantees are measured at the higher of
the amount initially recognized less cumulative amortization, and
to the extent a payment under the guarantee has become prob-
able, the pressnt value of the expected payment. Any change in
the liability relating to probable expected payments resulting from
guarantees is recanded in the income statement in Gredit foss ex-
pense/ recovery.

18) Cash and cash equivalents
For the purposes of the statement of cash flows, cash and cash
equivalents comprise balances with an crginal maturity of three
months or less including cash, momey market paper and balances
with central and other banks.

19) Physical commodities

Physical commodities {precious metals, base mefals and other
commodities) held by UBS as a result of its broker-trader activities
are accounted for at fair value less costs to sell and recognized
within Trading povifolio assets. Changes in fair value less costs to
sell are recorded in Met trading income.

20) Property and equipment
Property and equipment includes own-used properties, investment
properties, leasehold improvements, information technology hard-
ware, externally purchased and internally developed software and
communication and other similar equipment. With the exception
of investment properties, Propenty and equipment is carried at cost
twhich mcludes capitalized interest from associated borrowings,
where applicable}, less accumulated depreciation and impairment
losses, and is reviewad perindically for impairment

Refer to Motz 16 for mare informaticn on property and equip-
ment.

Oassification of cwwn-used property

Own-used property is defined as property held by the Growp for
use in the supply of senices or for admnistrative purposss,
whereas investment property is defined as property held to eam
rertal income and/ or for capital appredation. Where a property
of the Group includes an own-used portion and an imvesiment
portion which can be sold separately, they are separately ac-
counted for as own-used property and irmvestment property. Iif
the portions canmot be sold separately, the whole property is

clasified & own-used unless the portion used by the Group &
mincr. The dassification of property is reviewed on a regular
bbasis. When the use of a property changes from own-used to
invesiment property, the property is remeasured fo fair value and
reclzssified a5 investment property. Any gain arising on remea-
surement is recognized in profit or loss to the extent that it re-
verses a previous impairment loss on the specific property, with
any remaining gain recognized in Cther comprehensive income
and presented in the revalustion reserve in equity Any los =
recognized immediately in profit or loss. When an imvestment
property is reclassified as own-used property, its fair value at the
date of reclassification becomes its cost basis for subsequent
measurement purposes.

Investmant property

Investment property is carried at fair value with changes in fair
value recognized in the income statement in Cither income inthe
pericd of change.

Lazsehold improvements

Leasehodd improvements are investments made to customize
buildings and offices cccupied under operating lease conracts
to make them suitable for their intended purpose. The present
value of estimated reinstatement costs required to bring a leased
property back into its criginal condition at the end of the lease &
capitalized a5 part of total leasehold improvemnents with a come-
sponding lizbility recognized o reflect the obligation ncurred.
Reinstaterment costs are recognized in profit and loss through
depreciation of the capitalized leasshold improvements over their
estimated useful lives and the kzbility is relieved s cash payments
are applied.

Property held for sale

‘Where UBS has decided to sell non-current assets such as prop-
erty or equipment and the sale of these assets is highly probable
1o oocur within 12 months, these assets are dassified as non-
current assets held for sale and are redlasified to Other assets.
Upon clasification as held for sale, they are no longer depreci-
ated and are carried at the lower of book value or fair valus less
cost to sell.

Saftware

Software development costs are recognized only when the costs
can be measured reliably and it is probable that future economic
benefits will arise. Internally generated software that meets thess
criteria is classified in property and equipment, together with pur-
chased software.

Estimated useful Iife of property and equipment

Praperty and equipment is depreciated on a straight-line basis
aover its estimated useful life a= follows.
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... Mot ecaading 67 years

21) Goodwill and intangible assets

Goodwill represents the excess of the cost of an acquisition over
the fair value of the Group’s share of net identifiable assets of the
acguired entity at the date of acquisition. Goodwill is not amar-
tized. It is tested annually for impairment and, additionally, when
an indication of impairment exists at the end of each reporting
period. For goodwill impairment testing purposes, UBS considers
the segments reported in Mote 2a as separate cash-generating
units, since this is the level at which the performance of nwest-
ments is reviewed and assessed by management. The recoverable
amount of a segment is determined on the basis of its value-in-usa.

Intangible assets comprise separately identifiable intangible
iterms arising from business combinations and certain purchasad
trademarks and similar items. Intangible assets are recognized at
cost. The cost of an intangible asset acquired in & business combi-
nation is its fair value at the date of acquisition. Intangible assets
with a definite useful life are amortized using the straight-line
method over their estimated wseful economic life. generally not
exceeding 20 years. Intangible assets with an indefinite useful life
are mot amortized. In mearly 2l cases, identified intangible assets
have a definite useful lifz. At each balance sheet date, intangible
assets are reviewed for indications of impainrment. if such indica-
tions exist, the intangible assets are analyzed to assess whether
their carrying amount is fully recoverable. An impairment: loss is
recognized if the carrying amount exceeds the recoverable
amount.

Intangible assets are clasified into two categories: () infra-
structure and (i} oustomer relationships, contractual rights and
other. Infrastructure consists of a branch network intangible asset
recognized in connection with the acquisition of Paine\Webber
Group, Inc. Client relationships, contractual rights and other
indudes mainly intangible assets for dient relztionships, non-
compete agreements, favorable contracts, trademarks and trade
names scquired in business combinations.

Refer to Mote 17 for more information on goodwill and intan-
gible assats.

22) Income taxes

Income tax payable on profits is recognized as an expense based
on the applicable tax laws in eadh jurisdiction in the period in
which profits arise. The tax effects of income tax |osses available
for carry forward are recognized as a deferred tax asset if it is
probable that future taxable profit (based on peofit forecast as-
sumptions} will be availsble against which thoss losses @n be
utilized.
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Deferred tax assets are recognized for temporary differences
that will result in deductible amounts in future periods, but anly
to the extent that it is probable that sufficent taxable profits will
[be available against which these differences can be utilized. De-
ferred tax kizbilities are recognized for temporary differences be-
tween the camying amounts of assets and liabilities in the balance
sheat and their amounts as measured for tax purposes, which will
result in taxable amounts in future periods. Deferred tax assets
and liabilities are measured at the tax rates that are expected to
apply in the period in which the asset will be realized or the liabil-
ity will be settled based on enacted rates.

Tax assets and lisbiities of the same type (ourment or deferred)
are offset when they arise from the same tax reporting group,
they relate to the same tax authority, the legal right to offsst
exists, and they are intendad to be settled net or realized simul-
taneoushy.

Current and deferred taxes are recognized as income tax ben-
efit or expense in the income statement except for current and
deferred taxes recognized (i) upon the acquisition of a subsidiary,
{ii} for unreslized gairs or bosses on financial investments avail-
able-for-sale, for changes in fair value of derivative instruments
designated as cash flow hedges, for remeasurements of defined
lbenefit plans, and for certain foreign currency translations of for-
eign operations, (i} for certain tax benefits on defarmed compen-
sation awards, and (v} for gains and kosses on the sale of treasury
shares. Deferred taxes recognized in a business combination
{point (i}} are considered when determining goodwill. Amounts
relating to points (i), (i) and (i) are recognized directly in equity
as Other comprehansive income.

Refer to Mote & for more information on income taxes.

23) Debt issued
Debt issued is camied at amortized cost. In cases where, as part of
the Group’s risk management management activity, fair value
hedge accounting i applied to fixed-rate debt instruments carried
at amartized cost, their carmying amount is adjusted for changes
in fair value related to the hedged exposure. Refer to item 15) for
meare information on kedge acocounting. In most cases, structured
rnotes issued are designated at fair value through profit or loss us-
ing the fair value option, on the basis that they are managedon a
fair value basis, that the structured notes contain an embedded
derivative, or both. Refer to itern 8} for more information an the
fair value option. The fair value option & not applied to certain
structured notes that contain embedded derivatives that refer-
ence foreign exdhange rates and/or precous metal prices. For
these instruments, the embedded derivative component = mea-
sured on a fair value basis and the related underdying debt host
component is measured on an amortized cost basis, with both
companents presented together within Debe jssuwed.

Debt mswed and subsequently repurchased in relation o
market-making or other activities is treated as redeemed. A gain
or |loss on redemiption is recorded in Other income depending on

372/570



EDINETOOOO

00000000000 0O(E05852)

Mote 1 Summary of significant accounting policies (continued)

whether the repurchase price of the bond is lower or higher than
its carryimg value. A subsequent sale of own bonds in the markst
is treated as a resuance of debt. Infterest expanse on debt instru-
ments measured at amortized cost i induded in interest on debs
IEswed.

Refer to Mote 21 for more information on debt issued.

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

Refer to Mote 28 for more information on pension and other

post-employment bensfit plans.

Defined bensfit pansion plans

Defined benefit pension plars specfy an amount of benefit that an
employee will receive, which is wsually dependent on one or more
factors such a5 age, years of service and compensation. The definad
benefit liability recognized in the balance sheet is the present value
of the defined benefit obligation lass the fair value of the plan assets
at the balance sheet date. If the fair value of the plan assets is high-
er than the prasent value of the defined benefit oblgation, the mea-
surement of the resulting defined benefit assat is limited to the pres-
ent vakse of economic benefits available in the form of refunds from
the plan or reductions in future contributions to the plan. UBS ap-
plies the projected unit credit method o determine the present wal-
ue of its defined benefit obligations, the related cwrrent service oost
and, where applicable, past service cost. Thase amounts, which take
into account the specific features of each plan, indeeding risk sharing
betweean the employee and employer, are calculated periodically by
independent qualified aciuaries.

Defined contribution plans

A defined contribution plan is 2 pension plan under which UBS pays
fixed coniributions into a separate entity from which post-employ-
ment and other benefits are paid. UBS has no legal or constructive
obligation 4o pay further contributions if tha plan does not hold
sufficient asseis to pay employees the benefits relating to employes
service in the current and pricr pericds. UBS's coniributions are ex-
pensed when the employees have randered sarvices in exchange for
such contributions. This is genierally in the year of contribution_ Pre-
paid contributions are recognized as an asset to the extent that a
cash refund or a reduction in future payments is available.

Other post-retirement banefits

UBS also provides post-retirement medical and life insurance ben-
efits to certain retiress in the LS and the UK. The expected costs
of these benefits are recognized over the pericd of employment
using the same accounting methodology used for defined benefit
pension plans.

25) Equity participation and other compensation plans

Equity participation plans

UBS has established several equity participation plars in the
form of share plans, option plans and share-settled stock appre-
ciation right {SAR) plans. UBS's equity participation plans indude
mandatory, disoretionary and voluntary plans. UBS recognizes
the fair value of share, option and SAR awards, determined at
the date of grant, as compensation expense over the period that
the employee is required to provide services in order to earn the
award.

Awards that do not require the employes to provide future
service to become entitled o the award, such as those granted to
retirement eligible employees, induding those employees who
meest full caresr retirement criteria, are considered vested at the
grant date. Compensation expense is fully recognized on the
grant date, or in a period prior to the grant date if it is atiributable
to past senvice, and the amount of the award can be reasonably
and relisbly estimated. Such awards remain forfertable until the
legal vesting date if certain conditions are not met. Where no fu-
ture service is required, forfeiturs everis ooourring after the grant
date do not result in a reversal of compensation expense becauss
the related services have been received.

Plars requiring future service have erther a tiered vesting struc-
ture, which vest in incements over a specified period, ar a diff
vesting struchure, which vest at the end of a specified pericd.
Compensation expense is recognized over the service period on a
tiered basis for awards that have a tiered vesting struchure and on
a straight-line basis for awards with a diff westing structure. Plans
may contain provisions that shorten the required service period
due to achieverment of retirement eligibility or upon termination
due to redundancy. In such instances, compensation expense &
recognized over the period from grant date to the refirement eli-
gibility or redundancy date. Forfeiture of these awards that ooours
during the service period resulis in a reversal of compensation
expense.

Awards settled im UBS shares or options are dasified as equity
instruments. The fair value of an equity-settled award is deter
mined at the date of grant and is not subsequently remeasured,
wnless its ferms are modified such that the fair valus immediately
after modification exceeds the fair value immediatsly prior to
madification. Any increase in fair value resulting from a modifica-
tion is recognized as compensation expense, either over the re-
maining service period or, for vested awards, immediatehy:

Cash-settled awards are dassfied as lisbilties and are remea-
sured to fair value at each balance sheet date as long as the award
is outstanding. Changes in fair value are reflected in compensa-
tion expense and, on a cumulative basis, mo compensation ex-
pense is recognized for awards that expire worthless or remain
unexerdsed.

Refer to Mote 29 for more information on the determination of

fair value of equity participation plans.
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Other compensation plans
UEBS has establshed other fixed and variable deferred compensation
plans, the vabues of which are not linked to UBS's own equity. De-
ferred cash compensation plans are either mandatory or discretion-
ary plans and include awards based on a notional cash amount,
where ultimate payout is fixed or may vary based on achievement of
performanca conditions. Compensation expense is recognized over
the period that the employee is required to provide services in onder
to earn the award. H the employee is not reguired to provide future
services, such as for awards granted to employees who are retire-
ment eligible, incheding those employees who meet full career re-
tirernenit criteria, compensation expense is recognized on or prior to
the grant date. The amount recognized during the service period is
based on an estimate of the amount expecied o be paid cut under
the plan, such that cumulative expense recognized ultimately equals
the cash distributed to employess. For awards in the form of alter-
native iwestment vehicles or similar structures, which provide em-
ployees with a payout based on the value of spadfied underlying
assats, the initial value is based on the fair value on the grant date
of the underlying assets (e.g., money market funds, UBS and non-
UBS mutwal funds and other UBS-sponsored funds). This initial value
is recognized over the period that the emploves provides service 1o
become entitled to the award. These awards are remeasured to fair
vakse 3t each reporting date wntil the award is distributed. Changes
in fair vakue, including increases and decreases in value, are recog-
nized proportionately to the elapsed service pericd. Forfeiture of
these awards resulis in the reversal of compensation expense.
Refer to Mote 29 for more information on other compensation
plans.

26) Amounts due under unit-linked imestment contracts
Financial liabilities from unit-linked investment contracts are pre-
sented as Other liabilities on the balance shest. These contracts
allow investors to invest in a poal of assets through ssued invest-
mient units. The unit holders receive all rewards and bear all risks
associated with the reference asset pool. The financial liability rep-
resents the amourts due to unit holders and is equal to the fair
value of the reference asset pool. Assets held under unit-linked
imwestrment contracts are presented 2= Trading portfolio assefs.

Refer to Motes 13 and 23 for more information on unit-inked
imestment contracts.

27) Provisions

Provisions are ligbilities of uncertain timing or amount, and are
recognized when UBS has a present cbligation as a result of a past
event, it & probable that an outflow of resources will be required
to settle the chligation, and a reliable estimate of the amount of
the obligation can be made.

The majority of UBS's provisions relate to litigation, regulatory
and similar matters, restructuring, employee benefits, real estate
and loan commitments and guarantees. Provisions that are similar
in nature are aggregated to form a class, while the remaining pro-

EFF]

wisions, including those of less significant amounts, are presented
under Other provisions. Provisions are presented separately on the
balance sheet and, when they are no longer considered uncertain
n timing or amount, are reclassified to Other [abilities — Cther.

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

Restructuring provisions are recognized when a detailed and
formal restructuring plan has been approved and a valid expecta-
tion has been raised that the restructuring will be camried out,
either through commencement of the plan or announcements to

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

Prowisions for employee benefits are recognized maindy in re-
spect of senvice anniversaries and sabbatical leave.

Prowisions are recognized at the best estimate of the consider
ation required to settle the present obligation at the balance sheet
date. Such estimates are based on &l available information and
are revised over time as more information becomes available. I
the effect of the time walue of money is material, provisions are
discounted and measured at the present walue of the expenditure
expected to settle or discharge the chligation, using a rate that
reflacts the curment market assessments of the time value of mon-
ey and the risks specfic to the obligation.

A provision is not recognized when UBS has a present obliga-
tion that has arisen from past events but it is not probable that an
outflow of resources will be required to settle it, or a sufficently
refiable estimate of the amount of the obligation cannct be made.
Instead, a contingent liability is dsdosed. Contingant liabilities are
also disclosed for possible obligations that arise from past events
whose existence will be confirmed only by uncertain future events
ot wholly within the contral of LIBS.

Refer to Mote 22 for more information on provisions.

28B) Equity, treasury shares and contracts on UBS AG shares

Transaction costs related to share Esuances

Incremental transaction costs directly attributable to the issue of new
shares or contracts with mandatory gross physical settlement diassi-
fied as equily instrements are recognized i and deducted from
Equity as Transaction costs related to share isuances, net of fax

Non-controling interests and preferred noteholders

Net profit and Egquity are presented indluding mon-cantrolling in-
terests and preferred noteholders. Met profit i split into Net pro-
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it attributable to UBS sharshoiders, Net profit attributable to non-
controling interests and MNet profit attributable fo preferred
noteholders. Equity is split into Equity attributable to UBS share-
holders, Equity attibutable to non-controling ivterests and Equi-
ty attributable to preferred noteholders.

LBS AG shares held (“treasury shares”)

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

et cash settlernent contracts

Contracts on UBS AG shares that require met cash setflement, or
prowide the counterparty or UBS with a setlernent option whidh
indudes a choice of settling met in cash, are dassified as held for
trading, with changes in fair value reported in the income state-
mient a5 Met trading income.

Contracts with mandatory gross physicsl settlemant
UBS issues confracts with mandatory gross physical settlement in
UBS AG shares where a fixed amourt of shares is exchanged
against a fized amount of cash or another finandal aset.
Wiritten put options and forward share purdhase confracts with
gross physical settlement, induding contracts where gross physi-
cal setlernent is a settlement alternative, result in the recognition
of a finandial liability bocked against Fquity. The financial lability
is subsequently accreted, wsing the BIR method, over the life of
the contract to the mominal purchase obligation with the amount
recognized in Inferest expense. Upon ssttlement of the contract,
the liability is derecognized against the consideration paid, and
the amount of equity originally recognized as a lishility is reclassi-
fied within Equity to Treasuy shares. The premium received for
wiriting such put options is recognized directly in Share premium.
All other contracts with mandatory gross physical settlement in
UBS AG shares are presented in Fquity as Share premium and ac-
courted for at cost, which is added to or deducted from Equity as
appropriate. Upaon settlement of such contracts, the difference
betwean the proceeds received and thair cost (net of tax, if anyl is
reportad as Share premium.

Preferred notes issued to non-consolidated prefermed securities
entities

0On 1 January 2013, UBS deconsolidated certain entities that =
sued preferred securities which resulted in UBS recognizing the
subordinated notes (that is, the prefered notes) Esued to these
entities rather than the preferred securities issued by them. Except
for one preferred note. which is presented as a lishility, these are
presented as Fquity attributable fo preferred notehalders. UBS AG
has fully and unconditionally guaranteed all contractual payments

on the preferred securities. UBSs obligations under these guaran-
tees are subordinated to the full prior payment of the deposit lia-
bilities of UBS and all other liabilities of UBS. Depending on
whether the preferred notes indude a confractual obligation to
deliver cash, the preferred notes represent equity instruments or
lizhilities which are held by third parties. Far instruments dassified
as equity, once a coupon payment becomes mandatory, that is,
when it is triggered by a contrachually defined event, the full divi-
dend payment obligation on these preferred notes is redlassified
from Equity to a comesponding liability. In the income statement
the full dividend payment is reclassified from Met profit artribue-
able 1o UBS sharehalders to Net profit attributable to prefered
notehalders at that time. For instruments dassified as liabilities,
interest is accrued through the income statement and presented
within Met interest income.

29) Mon-current assets held for sale
UBS classifies individual non-current assets and disposal groups as
held for sale if such assets or disposal growps are available for im-
medizte sale in their present condition subject to terms that are
wsual and customary for sales of such assets or disposal groups and
their sale is considerad highly probable. For a sale o be highly prob-
able, management must be committed to a plan o sell such assets
and must be actively looking for a buyer. Furthermore, the assets
must be actively marketed at @ reasonable sales price i relation to
their fair value and the sale must be expected to be completed with-
in one year. The assets held for sale and disposal groups are mea-
sured at the lower of ther carrying amoamt and fair walue bess costs
to sell and are presented in Other assets and Other Fabilities. Mon-
current assets and Babilities of subsidiaries are dassified as held for
sale if their carrying amount will be recovered principally through a
sale transaction rather than through continuing use.

Refer to Mote 18 for more information on non-current assets
hheld for sale.

30) Leasing

UBS enters into lease confracts, or contracts that include lease
companents, predominantly of premises and equipment, primar-
ily &= lossee. Leases that transfer substantially 2l the risks and re-
wards incidental to the ownership of assets, but not necessarily
legal tithe, are dassified as finance leases. All other leasas are das-
sified as operating leases.

Assats leased pursuant to finance keases are recognized on the
bbalance sheet im Property and equipmeant and are amortized over
the lesser of the useful ke of the asset or the lease term, with
comesponding amounts payable induded in Due to barks/cus-
tomers. Finance charges paysble are recognized in Net interest
income over the pericd of the lease based on the interest rate
implicit in the l=ase on the basis of 2 constant yield.

Lease contracts classified as operating leases where UBS & the
lezsee are disclosed in Mote 23, These contracts indlude non-can-
cellzble long-term keases of office buildings in most UBS locations.
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Mote 1 Summary of significant accounting policies (continued)

Operating lease rentals payable are recognized as an expense on
a straight-line basis ower the lease term, which commences with
control of the physical use of the property. Lease incentives are
treated as a reduction of rental expense and are recognized on a
consistent basis over the lease term.

Certain arrangements do not take the legal form of a lease but
comvey a right to use an asset in return for a payment or series of
payments. For such amrangements, UBS determines at the incep-
tion of the arrangement whether the fulfillment of the arrange-
ment is dependent on the use of a specific asset or assets and, if
so, the arrangement is accounted for as a lease.

31) Fes income

UBS earns fea income from a diverse range of services it provides 1o
its clients. Fee income can be divided into two broad categories:
fees earned from services that are provided over a certain pariod of
time (for example, investment fund fees, portfolioc management
and advisory fees) and fees earmed from providing transaction-type
services {for example, underwriting fees, corporate finance fees and
brokerage faes). Fees earnad from services that are provided over a
certain period of time are recognized ratably over the service peri-
od, with the exception of performance-linked fees or fee compo-
nents with specific performance criteria. Such fees are recognized
when the performance criteriz are fulfilled and when collectability
is reasonably assured. Fees earned from providing transaction-type
servicas are recognized when the servica has been completed. Gen-
erally, fees are presented in the income stztement in line with the
balanca sheet classification of the underlying instruments.

Loan commitment fees on lending arrangements, where there
is an initial expectation that the facility will be drawn down, are
deferred until the loan is drawn down and are then recognized as
an adjustment to the effective yield over the life of the loan. If the
commitment expires and the loan is not drawn down, the fees are
recognized as revenue when the commitment expires. Where the
initial expectation that the fadlity will be drawen down is remote,
the loan commitment fees are recognized on a straight-line basis
over the commitmant pericd. I, subsequernthy, the commitment is
actually exerdsed, the unamartized component of the loan com-
mitmant fees are amortized 2= an adjustment to the effective yield
ower the life of the loan.

Refer to Mote 4 for mane information on net fee and commis-
50N iNCome.

32) Foreign currency translation

Transactions denominated in foreign ourrency are translated into
the functional currency of the reporting unit at the spot exchange
rate on the date of the transaction. At the balance shest date. all
manetary assets and kisbilities denominated in foreign currency
are translated to the functional currency using the dosing ex-
change rate. Nar-monetary iterms measured at historical cost are
translated at the exchange rate on the date of the transaction.
Foreign exchange differences on finandial investments available-

EFL

forsale are recorded directly im Equity until the asset is sold or
lbecomes impaired, with the exception of translation differences
on the amartized cost of monetary finandial investments avail-
able-for-sale which are reported in Net trading incoms, along
with all other foreign exchange differences on monetary assets
and lighilities.

Upon corsolidation, assets and liabilties of foreign operations
are translated into Swiss francs (CHF) — UBS's presentation cur-
rency — at the closing exchange rate on the balance shest date,
and income and expense items are franslated at the average rate
for the period. The resulting forsign exchange differences are rec-
ogrized directly in Foreign currency translation within Equity.

When a foreign operation is disposed of such that contral, sig-
nificart influence or joint control is bost, or the operation is liqui-
dated, the cumulative amount in Foreign cumency franslztion
within Eguity related to that foreign operation is redassified to
profit or loss as part of the gain or loss on disposal. When UBS
disposes of a portion of its interest in a subsidiary that indudes a
foreign operation but retains control, the related portion of the
curmulative currency translation balance is redassified to Man-con-
trofing ivterests. When UBS disposes of a portion of its invest-
ment in an associzte or joint venture that includes a foreign op-
eration while retaining significant influence or joint control, the
related portion of the cumulative currency translztion balance &
reclzssified to profit or loss.

Refer to Mote 36 for more information on currency translation
rates.

33) Eamings per share (EPS)

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

Diluted earnings per share are caloulated using the same meth-
od as for basic EPS and adjusting the net profit or loss for the
pericd atfributable to ordinary sharehclders and the weighted av-
erage number of ordinary shares outstanding to reflect the poten-
tial difution that could ocour if options, warrants, convertible debt
sacurities or other contracts o issue ordinary shares were con-
verted or exercised into ordinary shares.

Refer to Mote 9 for mare information on earnings per share.

34) Sagment reporting

UBS's businesses are arganized globally into five business divi-
sions: Wealth Management, Wealth Management Americas, Re-
tail & Corporate, Global Asset Management and the Investment
Bank, supported by the Corporate Center. The five business divi-
sions qualify as reportable segments for the purpose of segment
reporting and, together with the Corporate Center and its com-
jponents, reflect the management structure of the Growp. Addi-
tionally, the non-core activities and positions formerly in the In-
vestment Bank are managed and reported in the Corporate
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Mote 1 Summary of significant accounting policies (continued)

Center. Together with the Legacy Porifolio and the option to ac-
quire the equity of the SMB StabFund, which was exercised on
7 Movernber 2013, these non-core activities and positions are re-
ported as & separate reportable segment within the Corporate
Center called “Mon-core and Legacy Portfolio. ™ Finandal informa-
ticn about the five business divisions and the Corporate Center
{with its components) is presented separately in internal manage-
ment reparts o the Group Executive Board, which is considered
the " chief operating decision maker” within the contest of IFRS 8
Cperating Segments.

The operating expenses of Corporate Center — Core Functions
are allocated, based on internally determined allocation bases, to
the reportable segments and presented under the appropriate
line iters, that is, Personnel expenses. Ganeral and administrative
expenses, Deprecation and impairment of property and equip-
ment and Amartization and impairment of intangible assets.
These allocations are adjusted on a pericdic basis and differences
may arise between actual costs incurred and amounts recharged.
These differences, together with own credit gains and losses on
financial lisbiities designated at fair value which are excluded
from the measurement of performance of the business divisions,
are considered recondling differences to UBS Group results and
are reported collectively under Corporate Center — Core Func-
tiors. UBSs internal accounting policies, which include manage-
ment accounting policdes and service level agreements, determine
the revenues and expenses directly attributable to each reportable
segment. Internal charges and transfer pricing adjustments are
reflected in operating results of the reporiable segments. Trarsac-
tiors between the reportable segments are camied out at inter-
nally agreed rates or at arm's length and are ako reflected in the
operating results of the repartable ssgments.

Revenue-sharing agreements are used to allocate external di-
ent reverues to reportsble sagments where several reportable

b} Changes in actounting policies, comparability and other adjustments
Effective in 2013

IFRS 7 Financial Instruments: Disclosunes

In December 2011, the LA5B issued revised IFRS 7 Anancial instru-
ments: Disclosures, requiring the discosure of new information in
respect of an entity's use of enforceshble netting arrangements.
The amendments o IFRS 7 are intended to enable users of finan-
cial statements to better evaluate the effect or potential effect of
netting arrangements on the entity’s finandal position. The
amendments require entities to disclose both gross and met
amounts of recognized financial assets and lishilities assodated
with master netting agreements and similar arrangements, in-
duding the effects of financial collateral, whether or not presant-
ed net on the face of the balance sheet

sagments are invohved in the value-creation chain. Commissions
are credited to the reportable segments based on the comespond-
ing dient relaticnship.

Met interest income is generally allocated to the reportable
sagments based on their balance sheet positions. Assets and lia-
hilities of the reportable segments are funded throwgh and in-
vested with Group Trezsury, and the net interest margin = reflect-
ed in the resulis of each reportable segment. Interest income
earned from managing UBS's consclidated equity is allocated to
the reportable segments based on average attributed equity.

In lime with internal management reporting, segment assets
are reported without intercomipany balances on a third-party view
basis. For the purpose of segment reporting under IFRS 3, the
non-current assets consist of investments in assodates and joint
ventures, goodwil other intangible assets and property and
equipment.

Refer to Mote 2 for more information on segment reporting.

35) Netting
IUBS reets finandial assets and liskilities on its balance sheet if it has
a currently enforceable legal right to set off the recognized
amounts and intends sither to settle on 2 net basis, or to realize
the asset and settle the hability simultanecush: Metted positions
indude, for examgple, over-the-counter interest rate swaps trans-
acted with the London Clearing House, netted by ourrency and
across maturity dates, repurchase and reverse repurchase transac-
tiors entered into with both the London Clearing House and the
Fixed Income Clearing Corporation, metted by counberparty, our-
rency, central securities depository and maturity, &5 well as frans-
actions with various other counterparties, exchanges and dlearing
houses.

Refer to Mote 26 for more information on offsetting finandal
assets and financial liabilities.

LUBS adopted the revisions to IFRS 7 & of 1 January 2013 in
accondance with the transitional provisions set out in the standard
and the resultant disclosures are reflacted in Mote 26,

IFRS 10 Consolidated Anancizl Statements

In hMay 2011, the 1458 issued IFRS 10 Consolidated Financial
Statements. In October 2012, the |ASE issued Irvestment Enfities
{Amendments to IFRS 10, IFRS 12 and IAS 27} whidh provide an
exception to consolidation for certain “investment entities.” IFRS
10 establishes a single control-based moded for assessing whether
one entity should consclidate ancther, applying to all types of
entities and replacing SIC 12 Consolidation — Special Purpose Enti-
ties, and the consolidation principles within 1AS 27 Consalidated
and Separate Anancial Statements, which has been renamed 125
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Mote 1 Summary of significant accounting policies (continued)

IFRS 10: Effect on Total comprehensive income

Efact om ned profit

ESect om other comprebersive income:

Fereign
Metpeoft Netpeoft Het profit Usreafized  cusency
atwibut-  afeibut-  aftribut- i e i) tram-

Het foe- abipse  ableto abln on fnancial lation  Other Tolal

Mot and com- ket prefiemed  non-con-  io UBS imestments  mowe- Compre- Compre-

infeest  mision  trading Ciaher Het note-  toling  shase-  aweilable-for-sale, ment, hensive  hensiie

CHF milfon imome  inome  income income profit  holders  interests  Boldess metoftan netof Az  income  income
As previously reporied for the

year ended 31 December 2012 5554 15408 80 GEY  (2235) L} M (251) 4 (344) 485 [0, 76E)

(Changes in seporied figures for the year (V6 1] a5 (41) 120) Fra] 1271) ]l 12 7 ] ]
Bestated amount for the year

ended 31 December 2012 5578  153%6 3506 641 [2,255) 220 5 (2480] 26 s &7 (1,767

1 O wikch C#F {511 millen was aftTbucabie 1o USS sharchoifers, CHF (810 millon anvitetabie o prelensd noiekokdes and CF 15 milkon amritetabie o not-nomseling inemost.

27 Separate financial Statemnents. Refer to Note 1a) 3) for further
information.

On 1 lanuary 201 3, UBS adopted IFRS 10, resulting in 2 change
in the consolidation status of certain entities. The Group consoli-
dated certain imvestment funds where UBSS exposure to variabil-
ity indicates that its power 2= fund manager i in a principal ca-
pacity. In addition, UBS deconsolidated certain entities that were
previoushy consolidated due to UBS's exposure o 2 majority of risk
and rewards, but where UBS does not have the ahility to direct the
relevant activities. UBS also decorsolidated certain entities where
UBS’s involvernent does not expose it to variable returns from the
entity. This includes entities that issue prefemed securities, the de-
consolidation of which results in UBS recognizing the preferred
notes issued to these entities instead of the preferred securities
which weere presented as equity atiributable to non-confrofling
interests. Except for one preferred note issuance of CHE 1.2 billion

IFRS 10: Effect on the balance sheet

which is classified as a lishility, UBS presents the preferred notes
as equity atiributable to preferred notehaolders.

LBS adopted IFRS 10 on a limited retrospective basis. The com-
parative 31 December 2012 balance sheet and other primary
staterments for the pericd ending 2012 have been restated to re-
flect the effects of adopting IFRS 10. The transition effects on the
opening equity balance as of 1 January 2012 are presented in the
Statement of changes in equity: Mo balance sheet 2= of the begin-
ning of 2012 has been presented under IFRS 10 a5 adoption wes
not deemed to have a2 material impact on the Fnangal State-
ments. In addition, pericds pricr to 2012 are not required to be
restated and are therefore presented on the basis of 1AS 27 and
SIC 12, Where a change in consclidation status was warranted,
the financial results in 2012 have been restated to reflect the ap-
jproprite consolidation stabus &= of the date that LBS obtained or
lost control of the respective entity. Mo adjustments have been

Balanice 2z of Reztaind

31 Decamber 2012 (Range in tatanoe & of

EHF milfan i | ] figures. 31 December 2012
Total assets 1,258,252 565 1,258,797
o which: Positve replacement values 418,039 B 418957
Total labitie 1,208,983 1,714 1,210,887
cifwihich: Doe to customers a2 1,567 78 459
oo winit Repuechase agreements LEEEL] NE 3% 557
of wiich: Fimancial fabiities denigmated at fnr valoe 22878 &rn a1
Total equity 50,249 1,148) 49,100
of witich: equity affributatle o LBE sherehoidars 45,895 E 45,549

o wahich: equity atfibutsble fo prefored noteholdar a Bloe 3ioe
of wiich: equity affibutable fo mon-costoling i 4.5 A 42
Total liabities and equity 1,298,722 565 1,259,797
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Mote 1 Summary of significant accounting policies (continued)

made for entities where, at the date of initial application, the con-
solidation status is unchanged from that under KAS 27 or SIC 12.
The effect of adoption is shown in the tables on the previcus
page. There was no material impact on eamings per share.

Thie October 2012 amendments for investment entities had no
impact on the Fnandal Statements as UBS Group does not itself
mest the definition of an investment: entity.

[FRS 11 Joint Arrangemeants

In May 2011, the LASE issued IFAS 11 Joint amangements, which
supersedes |45 31 Interests in Joint Ventures, and SIC 13 Jointy
Controfled Entities — Non-monetary Contributions by Venturers.
The standard provides guidanca on how to account for joint opera-
tions and joint ventures, considering the rights, cbligations and le-
gal form of the arangement, with both defined as types of joint
arrangemients. The standard also addresses inconsistencies in the
reporting of joint ventures by eliminating the proportionate con-
sobdation approach and requiring that an investment be accountad
for under the equity method under 1AS 28. UBS adopted IFRS 11 on
its mandatory effective date of 1 January 2013. As UBS already ap-
plies the equity method to account for its interests in joint venturas,
the naw standard had no impact on the Financial Staterments.

IFRS 12 Disclosure of interests in Othar Entities

In hay 2011, the 1ASE issued IFRS 12 Discloswre of interests in
Other Entities, which provides new and comprehensive annual
disclosure requirements about entities with which a reporting en-
tity is invoheed. IFRS 12 replaces the dsdlosure requirements pravi-
ously incduded in 145 27 Consolidated and Separate Financial
Statements, 1AS 28 Investmeant in Associates and 145 31 Interests
i foint Wentures. The standard requires entities to disclose infor-
mition that helps users to evaluate the nature, risks and financial
effects associated with a reparting entity’s interests in subsidiaries,
associates, joint arrangements and, in particular, unconsalidated
SE. UBS adopted the revised standard on its mandatory effactive
date of 1 January 2013 in accordance with the transitional provi-
sions of the standard and the resultant disclosures are reflected in
Note 30.

145 27 Separate Anancial Statemnents

In BMay 2011, the 1ASE issued LAS 27 Separate Financial State-
ments, which amendsd ard renamed 145 27 Consalidated and
Separste Finandal Statements. The amendments resulted from
the issuance of IFRS 10 Consofidated FAnancal Statements as stat-
ed above. As a result, LAS 27 now contains requirements relating
to separate financial statements only. LUBS adopted the 145 27
amendments on their mandatory effective date of 1 Jaruary 2013
and the new standard had no impact on the Financial Satements.

145 28 Investments in Associates and foint Ventures
In hay 2011, the 1A5E issued LAS 28 Investments in Associates
and foint Ventures, which amended and renamed 145 28 inest-

ments in Assocates by incorporating the accounting for joint ven-
tures. UBS adopted the 1AS 28 amendments on the mandatony
effective date of 1 Januwary 2013 and the new standard had no
impact on the Anancial Statements.

IFRS 13 Fair Value Measurement

In May 2011, the IASE issued IFRS 13 Fair Value Measurement,
which establishes a single source of guidance for all fair valus
measurements under IFRS. It defines fair value as the price that
wiould be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the mea-
surement date, i.e., an exit price. The standard emphasizes that
fair value is a market-based measurement, not an entity-specific
measurement. it clarifies that the unit of measurement is gener-
ally a parficular asset or liability unless an entity manages and
reports its net risk expasures on a portfolio basis, in which case it
may elect to apply portfolio-level price adjustments under limited
ciroumstances. it also infroduces new disdosure requirements
and enhancements to existing dischosures, which are reflected in
MNote 24.

IFRS 13 became effective for the Group on 1 January 2013 and
has been applied prospectively from that date. As a result of im-
plementing the wnit of measurement guidance of the standard,
the Growp's valuation reserves increased by approsimatehy CHF
25 million as of 1 January 2013, decreasing operzsting profit be-
fore tax in 2013, In conjunction with the implementation of IFRS
13, the Group has refined its methodologies for estimating the
sansitivity of fair value measurements to changes in unobsenable
valuation input assumptions. A= a result, the 31 December 2012
comparative figures in Mote 24i have been restated from CHF
1.2 hillion to CHF 1.8 billion for favorable dhanges and from CHF
1.2 billion to CHF 1.4 billion for unfaworable changes.

IAS 1 Presentation of Anancal Staterments

In June 2011, the LASE issued the resised 1AS 1 Presentation of
Finandial Statements. The revised standard requires the grouping
together for presentation purposes of items within other com-
prehensive income (OCI) into those that may be redassified to
profit or loss in subsaguent pericds and those that may not be.
The revised standard reaffirms existing requirements that items in
OC| and profit or loss should be presented as either a single
statement or two consecutive statements. UBS adopted the re-
vised standard on its mandatory effective date of 1 January 2013
and continues to provide two consecutive statements. The pre-
santation in the statement of comprehensive income was revised
in line with the new requirements.

145 36 Recoverable Amount Disdosures for Mon-financial Assets
{Amendment to A5 36 impairment of Asseis)

In Mzy 2013, the 1A5B published Recoverabie Amount Disclosures
for Non-Finandal Assets (Amendments to IAS 36 Impairment of
Assets) requiring disclosure, for a non-finandial asset or a cash
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Mote 1 Summary of significant accounting policies (continued)

generating unit for which an impairment loss wes recognized or
reversed, of its recoverable amount and, if this was determined
based on fair value less costs of disposal, additional fair value in-
formation. UBS early adopted the namow-scope amendments as
of 31 December 2013, ahead of their mandatory effective date of
1 January 2014, in accordance with the transitional provisions of
the amendments, with no material impact on the Fnancial State-
ments. Refer to Motes 16 and 17 for more information.

Arnual Improvements to IFRSs 2009-2017

In hay 2012, the IASE issued six amendments to five IFRSs as part
of its annual improvements project. OF these amendments, UBS
adopted the amendment to 1AS 1 in 2012, ahead of its manda-
tory effective date of 1 January 2013 in accordance with the tran-
sitional provisions of the standard. UBS adopted the remaining
amendments as of 1 Januwary 2013 with no material impact on the
Financial Staternents.

I45 | Comparative Information

In line with the |45 1 comparative period requirements which LBS
adopted in 2012, UBS will no longer present a second compara-
tive balance sheet unless it is required to do 50 a5 2 consequence
of a retrospective restaterment or reclasification. For the year
ended 31 December 2013, the Group is not required to present
an additional balance sheet and therefore only one comparative
balance shest is disdosed as of 31 December 2012,

Corporate Center — Non-core and Legacy Portfolio

In line with our strategy to focus the Investment Bank's business
on its fraditional strengths, UBS is exiting many business lines
which are capital- and balance shest-intensive or are in areas with
high operaticnal complexity or lang tail risks. In 2013, these non-
cone activities and positions formerly in the Investment Bank were
transferred to and are now managed and reported in the Corpo-
rate Center. Together with the Legacy Portfolio and the option to
acquire the equity of the SNE StabFund, which was exercised on
7 Movermnber 2013, these non-core activities and positions are re-
ported as 2 separate reportable segment within the Corporate
Center called ~Mon-core and Legacy Portfolio.™ Pricr period seg-
ment informaticn was restated for this change. As a result, total
assets of the Irvestmient Bank 25 of 31 December 2012 decreased
by CHF 330 billion, full year 2012 operating income decreased by
CHF 1,147 million and full year 2012 cperating expenses de-
crezsed by CHF 4,341 million, resulting in an overall increase in
full year 2012 cperating profit before tax of CHF 2,194 million,
with cormesponding movements in Corporate Center — Non-core
and Legacy Portfolio. This restated information is not representa-
tive of the way the business was managed during those prior pe-
ricds and as such is an estimate of such pericds” performance.
Amouris were determined reflacting a number of assumptions
and allocations in order to achieve comparahility with how the
business would be managed in the future.

378

Other transfers befiwean reporting segments

The repurchase agreement and short-term interest rate cash
units were fransferred from the krvestment Bank to the Assat
Liability Management wnit of Group Treasury within Corporate
Center — Core Functions in 2013. Following this transfer, the As-
st Lizbility Management unit oversees all finanding, portfolio,
and struchural risk management activities for the Group. Reve-
nues associated with the ongoing business activities of Asset
Liability Management are allocated to the business divisions and
Mom-core and Legacy Portfolio, with the exception of excess
funding costs. Pricr period segment information was restated for
this change. As a result, total assets of the Imvestment Bank as of
31 December 2012 decreased by CHF 20 billion, full year 2012
operating income deceased by CHF 314 million and full year
operating expenses decreased by CHF 113 million, resulting in an
overall decrease in full year operating profit before tax of CHF
201 million, with comesponding increases in Corporate Center —
Core Functions. This restated information is only an estimate of
such periods” performance.

In 2013, the risk management responsibility for a portfolio of
financial investments available-for-sale and associated cash and
balancas with cantral banks was transferrad from Wealth Manage-
ment Americas to Group Treasury within Corporate Cender — Cone
Functions. Following this transfer, net interest income associated
with that portfolic has been zllocated back to Wealth Manage-
ment Americas, whereas realized gains and losses arising from the
sales and impairments of indwidual finandal investments are re-
tained by Group Treasury. Prior pencd segment information was
restated for this change. As a result, total assets of Wealth Man-
agement Americas as of 31 December 2012 decreasad by CHF 20
billion and full year 2012 non-interest income decreased by CHF
220 million, with corresponding increases in Corporate Center —
Core Functions.

Definition of restructuing charges

In 2013, UBS expanded its definition of restructuring charges to
indude non-recurring and other temporary costs mecessary to
effect its restructuring programs. Refer to Note 32 for more infor-
mation.

Accrued income and prepaid expenses, scorued expenses and
defered incoms

Starting with the fourth quarter of 2013, Acorued income and
prepaid expenses as well &5 Acorued expenses and deferred in-
come are no longer presented as separate line iterms in the bal-
ance sheet but under Other assets and Cther liabilities respec-
tively. Comparative information was adjusted accordingly. Refer
to Motes 18 and 23 for more information. This change in presen-
tation did not impact net profit, total assets or total liabilities.
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Mote 1 Summary of significant accounting policies (continued)

] Internationsl Financial Reporting Standards and Interpretations to be sdopted in 2014 and Later and other adjustments

IFRS 9 Financal Instruments

In Movernber 2003, the LASE issued IFRS 9 Anancal instruments,
which includes revised guidance on the classification and mes-
surement of finandal assets. Im October 2010, the 1ASE updated
IFRS 9 to include guidance on financial kabilities and derecogni-
ticn of finandial instruments. The publication of IFRS 9 represent-
ed the completion of the first part of a multi-stage project to re-
place 145 39 Finandal Instruments: Recognition and Messurement.

The standard requires all financial assets, except equity instru-
ments, to be dassified at fair value through profit or loss or amor-
tized cost on the basis of the entity’s business model for managing
the financial assets and the contractual cash flow characteristics of
the financial asset W 2 finandial zsset meets the aritenia to be mea-
sured at amortized cost, it can be designated at fair value through
profit or bass under the fair value option if doing so would signifi-
cantly reduce or eliminate an accounting mismatch. Equity instru-
ments that are not held for frading may be accounted for at fair
value through other comprehensive income (0C]).

The accounting guidance for finandal liabilites is unchanged
with one exception: any gain or loss arising on a finandial liability
designated at fair value through profit or loss that is atirbutable
to changes in the credit risk of that kability (own credit) is pre
sented in OCI and not recognized in profit or loss. There is no
subsequent recyding of realized gains or losses from OC to profit
or loss.

In Mowermnber 2013, the LASE issued IFRS 2 Fnancal Instru-
ments (Hedige accourting and amendments fo IFRS 5, IFRS 7 and
A5 39). This standard contains guidance an hedge accounting
that will replace the existing requirements of 145 39, introducing
substantial changes to hedge effectiveness and eligibality require-
ments & well as neww disclosures. The amendments also remove
the previous mandatory effective date of 1 January 2015 for all of
the IFRS & requirements, with a final effective date to be decided
upon when the project is dloser to completion. Subsequently, the
458 has tentatively decided that the mandatory effective date
will be for annual periods beginning on or after 1 January 2018.
The standard further amends IFRS 9 to permit entities to early
adopt the own credit presentation changes without having to ap-
ply any of the other requirements of IFAS 9.

UBS is currently assessing the impact of the new requirements
on the Finandal Statements.

Offsetting Financial Assets and Fnancial Liabilites (Amendments
to [AS 32)

In December 2011, the 1ASE ssued Offsetting Fnandal Assets
and Fnancial Liabilities (Amendments fo (45 32, Finandal Instru-
ments: Presentation). The amendments to 145 32 restrict offset-
ting on the balance sheet to anly those arrangements inwhich an

offsetting right exists that is unconditionzl and legally enforce-
able, both in the normal course of business and in the event of
default, bankruptey or insohvency of the entity and all of the coun-
terparties. The amendments also provide incremental guidance
for determining when gross settlement systerns result in the func-
tional equivalent of net setflement.

Upcon adoption as of 1 January 2014, UBS expects, based on
current assumplions, that certain derivative arrangements will no
longer qualify for offset. Consequently, had the amendments
bbeen effective as of 31 December 2013, total assets and liabilities
wiould increase by approximately CHE 10 billion, with no impact
on tofal equity or net profit. UBSS Basel |l capital, capital ratios
and Swiss SRE leverage ratio are not expected fo be significantly
impacted. Some application issuwes are in the process of being re-
sohved, hence, the actual impact may be different from that our
rently estimated.

Newation of Derivatives and Continuation of Hedge Accourting
{Amendments to (45 33

In June 2013, the IASE issusd Novation of Dervatives and Con-
tinuation off Hedge Accounting (Amendments to A5 39, Anan-
cial instrurnents: Recognition and Messurement) to provide relief
from discontinuing hedge accounting when a derivative desig-
nated as a hedging instrument is novated to effect dearing with
a central counterparty a5 a result of laws and regulations, pro-
vided certain aiteria are met. The amendment is applicable retro-
spectively and is effective on 1 Jlanuary 2014. Adoption of the
amendment will not have a material impact on the Finandal
Statements.

IFRIC Interpretation 21, Levies

In May 2013, the |ASE issued IFRIC Interpretation 21, Levies. IFRIC
21 sets put the acoounting for an cbligation to pay a government
lewy that is not within the scope of 185 12, income Taxes. The inter-
pretation specifies that kiabilities for levies should not be recognized
pprice to the cocurrence of a specified triggering event, regardless of
whether an entity has no realistic ability to awoid the triggering
event. The interpretation = apphcable retrospedtively and is effec-
tive on 1 lanuary 2014, Adoption of the interpretation will not
have a material impact on the Financial Statements.

Namoww-scope amendments to [A5 19 Employes Benefits

In December 2013, the LASE issued Defined Benefit Plans: Em-
ployes Contributions (Amendments to 1AS 19, Employee Beme-
fits). The amendments offer an alternative, smplified treatment
for considering confributions from employees or third parties in
the calculation of the defined benefit obligation if the amount of
employes or third-party contributions is independent of the num-
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Mote 1 Summary of significant accounting policies (continued)

ber of years of sanvice. Under the alternative treatment, an entity
miay recognize such contributions as a reduction in service cost in
the pericd in which the related service is rendered, instead of at-
tributing the contributions to the pericds of senvice. This is appli-
cable for the Swiss persion plan, wheraby LBS currently atiributes
employes contributions to the periods of service in accordance
with the plan's benefit formula. The amendments to 145 19 are
applicable retrospectively, for UBS on 1 Jarwary 2015, with earlier
adoption permitted. IUBS does not expect to apply the alternative
treatment intreduced by this amendment to 145 19,

Arnual Improvements to IFRSs 2070 - 2012 Cyde and Annual
improvements o IFRSs 2011 — 2013 Gde

In Decemiber 2013, the 1ASE issued Annual Improvements to IFRSs
2010 — 2012 Cpde and Annusl improvements to IFRSs 20117 —
2013 Cyde that resulted in 12 amendments to nine IFRSs. Gener-
ally, the amendments are effective for UBS on 1 January 2015,
with early adoption permitted. UBS & cummently assessing the im-
pact of the amendments on the Finandial Statements.

380

Fair value measurements — funding valuation adjustments

UBS and, more broadhy, other major dealers in derivatives, are our-
renthy anahzing how the costs and benefits of funding assodated
with uncollateralized derivative receivables and payables can be
incorporated into their valustion techinigues. Those costs and
bbenefits {referred to a5 “funding valuation adjustments™) differ
from credit valuation adjustments (CWA) and debit valuation ad-
Justrmers (DAY {refer to “Mote 24 Fair value measurement™), and
theoretically represent a spread over UBOR to compensate for the
inherent cost of funding those uncollateralized derivative posi-
tiors. Currently, there are diverse views within the industry as to
fhow such inputs should be quantified and applied. We expect to
incorporate funding valuation adjustments into owr fair value
measurements, prospectively, as a change in accounting estimate,
possibly during 2014, when our analysis is completed and the re-
lated fimancial effects can be validated. Motably, cur exposure to
unecollaterzlized derivatives continues to reduce in line with the
accelerated implementation of our strategy to exit many of the
businesses with which they are assodated.
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Mote 2a Segment reporting

UBS A5 is the parent compary of the UBS Group (Group). The
operational structure of the Group comprises the Corporate
Center and five business divisions: Wealth Management, Wealth
hanagement Americas, Retail & Corporate, Global Asset Man-
zgement and the Irvestrment Bank.

Wealth Management

Wealth Management provides comprehensive financial services to
wealthy private dients around the world — except those sarved by
Wealth Management Americas. lts dients benefit from the entire
spectrum of UBS resources, ranging from investment manage-
ment to estate planning and corporate finance advice, in addition
to specific wealth management products and services.

Wizalth Management Americas

Wealth Management Americas provides advice-based solutions
and banking services through financial advisors who deliver 2
fully integrated sst of products and services specifically designed
to address the needs of ultra high net worth and high net worth
indwviduals and families. [t includes the domestic US business, the
domestic Canadian business and international business booked in
the LIS.

Retail & Corporate

Retail & Corporate maintains a leading position across retail, cor-
porate and institutional dient segments in Switzerland and con-
stitutes a central building block of UBS Switzerland's pre-eminent
universal bank model. 1t provides comprehensive financial prod-
ucts and services embedded in a true multi-channel experience,
offering diients comvenient access. |t continues to enhance the
range of life-cycle products and services offered to dients, while
pursuing additional growth in advisory and execution services.

Global Asset Manzgement

Global Asset Management iz a large-scale asset manager with
diversified businesses across investment capabilities, regions and
distribution channels. it offers investment capabilities and styles

EDINETOOOO
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across all major traditional and alternative asset dasses including
equities, fixed income, currendies, hedge funds, real estate, infra-
structure and private equity that can also be combimed into multi-
asset strategies. The fund services unit provides professional ser-
vices induding fund set-up, accounting and reporting for both
traditional investment funds and alternative funds.

Imvestmenit Bank

The Investment Bank provides corporate, institutional and wealth
mianagement dients with expert advice, innovative financial solu-
tions, outstanding execution and comprehensive access to the
wiorkds capital markets. t offers financial advisory and capital
markets, research, equities, foreign exchange, precious metak
and tailored fixed income services in rates and credit through its
twio business units, Corporate Client Solutions and Investor Client
Sanvices. The Investment Bank is an active partidpant in capital
markets flow activities, including sales, trading and market-mak-
ing across a range of securities.

Corporate Center

The Corporate Center comprises Corporate Center — Core Funic-
tiors and Corporate Certer — Mon-core ard Legacy Portfolio.
Corporate Center — Core Funciions provides Group-wide control
functions inchuding finance, risk confrol (induding compliance)
and legal. In addition, it provides all logistics and support func-
tions, induding operations, information technology, human re-
sources, corporate development, regulatory relations and strate-
gic initiatives, communications and branding, corporate real
estate and administrative services, procurement, physical security,
information security, offshoring and treasury services such a=
funding, balance shest amd capital management. Corporate
Center — Core Functions allocates most of its treasury income,
operating expenses and personnel associated with the above-
menticned activities to the businesses based on capital and ser
vice consumption levels. Corporate Center — Mon-core and Lega-
oy Portfolio comprises the non-core businesses and legacy
positions previously part of the Investment Bank.
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Mote 23 Segment reporting" (continued)
Wealth
Wieath  Wanage=ent Retal & Globaldset  =westiment
Manasgement Americe Coporaie Manageme=t Bank Corporate Carmier 1149
Com  and

CHF milfan Functions? Fa
For the year ended 31 December 2013
et inbesest income: 2061 93 2184 1201 BRE 31 (191} 5, Ta6
on-isSeret income 5512 581 1,620 1,654 pA H] [sm6) 535 i
noomet A s 1573 6,565 1774 1,535 8,559 11,007} 44 T
Credit boss (espensedi recoeery (A1) m (18 1] 2 L] E] (500
Total operating iscome 1563 6,558 1,75 1,535 8501 (1,007} 47 FIRES)
Feronnel experses LI 4574 1,442 arz a4 424 515 5, 182
Gemesal and administratiee eepesses 1,650 ar ars 488 1,040 422 2027 8,30
Services (o) from osber business divisions ar 13 (1Y) [il] E] 1 £S5 o
Deprecation and impaicmest of progerty asd equipment 190 11 143 a7 260 [} 55 111
A ion and impai of insangible assetst ] 28 i} ] 4 [} 1 .43
Total operating eopesses’ 5,316 5,680 2,298 1,359 6,300 a7 20 24,461
Operating profit /[loss) before tax 1247 aag 1,458 e 2,308 1,854} (3313 3
Tan epense henedi) (L]
ﬂprﬂmbu} 3.3
Additional information
Total asnetd 104,758 45,491 141,369 14,223 241,109 247,407 HOS0E 1008860
Additions 10 son-cumess assets 5 1 17 1 L1l 1,236 1] 1,341

Fiofer b "o 1k [ and o ) * far Il ring sogrents. 3 Certal aos all tothe besiess disions and Conter =
fie and Legary mﬂm%d :u'l:mddhlh:dl'-nh-mmn a2 'ml;mmm-mnnmddquuhmhuum
el Comporaie Cenber = Not-ooe and Legacy IrwestTrent: awada bie for siie for the year 1 Depember 3013 west 2 fallows: Vezalth Maragenent CHF 10 milon, Glatal
gt Maragerrert CHF 3 n'.nq Ireesiren h'i:CHF nmﬁmm- Hori-core an2 Legacy Portiolio O5F 3 million. & Thee iotal inter-saqment reseues dor the Group are imeanerial as fe majarty of
e IR =-hh'uumm_-u‘hnm-muﬂhm:-.-n-nm i REer
0 “Mte 17 Gzzcil and Inangible azes” for maw Infomeation on =ocwil and cther Iniangizle et by segmert. - Rrer 1o “Moe 32 Changes In o thager.  1The g
-ﬁﬂ:nbﬂulm-ﬂlﬂhhﬂ:khlu r-rdnlnﬂq'muq-rt.u..ﬁ-mnmrurd:h B e Cerian i zeraral Igl:quun:--r
= e Functions (icheding preperty nd eqaiprert and cetai fi a basks ditkerent 1o Wi the ng sk andrar ke,
ae repaiied In :--:—nmmﬂrmqndrgm:dm-unn—qupﬁhhnﬂmﬁrwhndmm-ﬂ-hnndﬁuumrtm
s are I the Eases ik, wheras Tie ¥ ooets AN FEAIRS iy or partially aliscated = Corposate Center = Cone Fandians
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MNote 2a Segment reporting” (continued)

‘iealth lh: RPetwl & Global Asset  Isvestment
Manasgement Americe Coporaie Manageme=t Bank Corporate Carmier 1149
Com  and

CHF milifion Functions? Fo
For the year ended 31 December 2012
et intesest income 15951 ez 2,186 211 B34 a7 185 5478
Kon-isterest income 5,085 5.0 1,569 1,904 63%0 11,77} 130 9,563
ncomet 43 T.040 589 375 1883 T4 11,685} 1516 25,541
Credit loss (eapense)i recovery i 14 (k] 1] L] L] ] 118y
Total operating iscome T.041 5477 ER] 1,883 7144 (1,685} 1,435 15413
Fersonzel expermses LBES 4,353 1.287 aas 453 2 628 147137
Gesemal and administrative eepesses 1,360 =1 857 15 12 1,6565 1,141 853
Services (3o from ofter besisess divisions M3 (1L [EL ] {id (202 H 135 1]
[epreciation and impaismest of property asd equipment 158 L 1] 128 £ 4 G 41 ]
Impaitmesz of goodwil? 1} 1} a 1] (] [i] 3030 3,000
Amorization and impaismest of intangible asses’ T 51 1] & 13 a n 106
Total cperating expesses 453 5.281 1,801 1,314 &A77 2008 502 1,26
Operating profit /{loss) before tax r407 597 1.827 585 87 3,658} 3,764y [1.784)
Tav espense/ (bened) &
ﬁpﬁﬂt 1{loss) (2.255)
Additlonal information
Total assets® 108,620 43,948 145,320 12,916 261,511 262 85T 428525 1259797
Additions 10 son-cumess assets 4 i 45 12 62 1,002 ] 1,158
|Hﬁ'h'h1hdﬂpimﬂupﬂ.mﬂnﬂﬂrﬂﬂllﬂ.ﬂﬂh’tﬁ7ﬂhuﬂlm#mIﬁ:ﬂdmgnh epoiting spments.  : Cerain s alloctions o the busiess

A 312 Copeaene Certer = Mon-ome and Legacy Forrabo ane besed on peciodically agoeed ssancard e This couid bead 1= diterenoe between oosts actraly incurred iy Coipeie Cerier = Core Functions ard
chames w the busines divisians and Compovale Cemier = Mar-oo and Legacy Portfzlz. 1 impaimeents of frencal ivesoeents aallaseelorsabke for 19 year ended 31 Denenber 71007 were a5 foloses Global tamet
mm;mmmmummm-mmwzmﬂmm-mﬂ CHF &7 millon. 4 e bl | Fies-e greent revenLes for
hmnmuhmdﬁmnﬂmhmhmd qap_ = Reker 1o "ol 24 Fabs srlue mezsurement” for Roe ITkimasion on cen asfk
Couporaie Cemter = Core Fencions. —  Includes of approodmaiely CHF 1.4 bilon arking from fres and LIB0R and ozher beachmark e
ﬂWumuuﬂmuﬂumimmmuu&runmu- nﬂhmﬁmmuﬁmumﬁrmmuﬂhmm
on on restnictaring iﬂlm‘tm-hﬂmaﬂdﬂm-ﬂlhhﬂhhhﬂhmmm-wtghmhrﬁl

sts maragnd perally by Corposne Demer = Coi Fencions (ndesig pop are allogird o the mmahﬂﬁnbﬁlnmmﬂm
mm;mmmmﬂm-rq'.mlihm'pﬂll:-h-mlﬁmmhmmﬂluundﬂupqﬂhhmumm
]
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Financial information
Motes to the consolidated finandal statements

Wealth
Wieath  Wanage=ent Retal & Globaldset  =westiment
Manasgement Americe Coporaie Manageme=t Bank Corporate Carmier 1149
Moz-oone
Com  and

CHF milfan Functions? Fa
For the year ended 3 December 2011
et inbesest income: 1,968 = FEF: ] {15} 574 na 634 AN
on-isSeret income 5 Gk o, 450 1,058 1,847 5838 1,74 (347 048
noomet A s 1AM 5219 4,185 1,803 613 1,532 Fi. 3 AT
Credit boss (espensedi recoeery ii 1] L] 1] [k} {1} B (ad)
Total operating iscome 1545 5213 4,085 1,803 6,802 1,531 s 11.TER
Feronnel experses ER 1] ET-E ] i,M2 L6 5,028 L] 06 5,634
Gemesal and administratiee eepesses 1,152 TEY Az s FAF: ] 161 485 5959
Services (o) from osber business divisions g =] L] (1] [354) i 503 o
Deprecation and impaicmest of progerty asd equipment 165 @« 136 k- 08 E} 43 ™
A ion and impai of insangible assetst w a5 i} ] 5 [} % 1
Total operating eopesses’ 5012 4,750 2,21 1,373 1018 E ] 1.756 12483
Operating profit /[loss) before tax 133 483 10884 A% [ril] 1,562 1,488) 5,307
Tan epense henedi) a1
et profiti{loss) 4,408
Additicnal information
Total asnetd 100,353 43,159 147,417 15,239 401,512 103,761 S2E {46062
Additions 10 son-cumess assets 5 =] p1 18 50 1,003 15 1,152
Il:.m:r‘:-u:; 'mﬂm“w;ir_nﬂ;n :dmh-mmmnﬂmlémmm Inﬂ|:.rl- :urnmmﬂ. hﬂmﬂmm
an Corpaie Camter = Kon-one ard Legacy Portfolio, i Prancial k '—u'-r-ﬂﬂ.*l - 2001w as dobows: etk manm
uh-m-demﬂdnuFllm 4 The iokal Itersegment reseaes doi the Group s the by rears of 1]
ageements. 1 Rk iy nnmmm—-t'h-u-lm:-mndthqm:n-mmm- ;th'mwauml_-lﬂn:?:m'hmmm
with the mmmmﬁm;ﬁm:mummmqunﬂ—gmm-m um:hm::
e Trandal amets) are alomied to the segmens on a bk dffes i which the conespansing costs and/'or evenees ane aliccaied. Specfically, cerain ssets are reporbed i Cosporie Center = Cone Fertions,

whereas the fees ponding ooss and /or iessTses e enciely o partially allzcated to the segrrents hored an varces imemnaly deienices alootions
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MNote 2b Segment reporting by geographic location

The gecgraphic analysis of operating income and non-ourrent  sional collaboration and the interest of our dients to yield the
assets is based on the location of the entity in which the trans-  maximum possible profitability by product line for the Group.
actions and azsets are recorded. This geographical information  The geographic analysis of operating income and non-current
does not reflect the way the Group is managed. The segments  assets is provided in order to comply with IFRS.

of the Group are managed globally with a focus on cross-divi-

For the year ended 31 December 2013

Total operating inmome Total non-curment assets
CHF millica Share % CHF milion Share %
Americas 9,318 3 8072 A8
o wiich; LiSA 002 LF) 5637 43
Asia Padfic 4,53 L] 53 3
Europe, Middle East and Afiica 3373 F] 1,453 1
o wihich; Linked Kingdom FAL & LF L |
oifwiich; Rest of Furope: i1 4 821 ]
o wihich: Liddle Fact and Afvica (L] [ 3 o
Switzerdand 10, T8 ] 5161 Al
Total 27,752 180 13141 100
For the year ended 31 December 2012
Total operating income Total non-cussent asrs
(CHF million Shawe % CHF million Shane %
Americas 5,678 L Al 46
o wich; LiSA 214 E ] 578 4%
Asia Padfic 3,094 12 367 3
Europe, Middle East and Afiica 1,609 8 1454 (1]
cfwihich; Linked Kingdom 178 [ 647 5
cifwiich; Rest of Furope: 1428 [ Ba0 &
o which: AMiddle Fact and Afvica [ ] [ 7 @
Switzerdand 11,041 43 5% 40
Total 25,423 180 13324 100
For the year ended 31 December 2011
Total operating income Total non-cussent asrs

(CHF million Shae % CHE million Shane %
Americas 249 £ 9,038 56
o wich; LiEA e M a7 53
Asia Pagfic 3688 13 407 3
Europe, Migdle East and Africa 3 11 1647 U]
cfwihich; Linked Kingdom 1,385 L) 65F 4
cifwiich; Rest of Furope: 1628 [ 1,006 &
o which: Aiddle Fact and Afvica 2 [ 8 @
Switzerdand 11,484 41 5045 £l
Total 27, e 100 18,177 100

i
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£
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Financial information
Motes to the consolidated finandal statements

Income statement notes

Mote 3 Met interest and trading income

For the year ended % change from
HF milfon nazia EYRFA k] AN EiRFA R
Nt interest and trading income
it inbesest income L% ] 5578 [Y.%..0 ]
Kt trading income 513 1526 4343 45
Total net interest and trading income 10,915 9504 11,168 15
‘eealth Manage=pst 2,088 by 2 A4 5
‘féealth Manage=pst Americe 1,323 1285 1179 5
Retail & Corpaiate 2,488 T ART 2 A6 1
lobal dzset Management ] 9 2 1]
Ireens=ent Bask 5,018 31504 A 40
o wiichr Covporate Cliant Solstiner 1008 55 oy a0
cefwiich avestor Chent Sansoer X980 2999 2432 ik
Cosporate Cerier {Tad) 15401 1.645 45
ofwiiohr Cove Fomations {1.045) .95 1,765 (48]
off which; cwet credlit on fnavcisl Fabalitier desipnated o faii waive’ [F L] (2202 1,557 Lk
e which: Mon-come and Legagy Partiolio k. 1452 [iFi 1.
Total net interest and trading income 10,915 9504 11,168 1%
Met interest inoome
Interest income
Imterest samesd on loans and advances? 688 9313 9,505 m
Imterest mamesd om seourities bomowsed and reserse repuechase agrecments. L] 1413 1,716 40
Inteeest and dividend income from Sadisg persiolic 2,913 4402 5 468 (35
Imterest incomie o financal asset: designated at far vale 4 L] Py (1
Imterest and dividend income: frem finandal imeesiments available-for-sale ] m &15 (15
Total 13,137 15,968 17,965 (18
Interest expense
Intesest on amounts due b banks and cestomerns. 493 1,433 2040 [EE 5]
Imterest on seosrities kent and repuschase agreements el ] 1,208 1352 [E3}]
Imterest expazsn from trading portfolio? 1,848 2442 A5 (24)
Inteeest on financal abilties designated at far walee 1,157 1,744 1553 (£§1]
Imterest on debt isveed 2,988 1163 2507 (18
Tatal T35 9,560 11,143 (25
et interet inoome 5,788 5578 60 (Ei]
1 Beferba " Mone M4 Fak walue mesuremert” far more information on own cedt. = includes inborest I I'I"ﬂﬂ""' ] of CHF 15 milban far 2093, CHF 86 millon for 2007 and CHF 270 millon

for 7001, 5 Incheses evpense related to Shadens) pasment obfigasions on oading kasditis.
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MNote 3 Net interest and trading income {continued)

For the year ended % change from
CHF milfion 51,1213 312142 A 31212
Met trading incomes
I Bask Conp Cient Sol 545 89 155 40
Immst=ent Bask investor Cient Senvices. 1584 1351 1502 52
Oeheer business divisions and Corg Center 1,002 T8 248 Fi)
Het trading Income 5,13 3506 4143 45
of wiich: maf gains/(losres) fom fivanaal arrots desipnated af i valin L] 420 413 (e
o witich: maf gains/(Tocres) fom fivanaial Gabiives dengrated af far valuet 7 (2.058) (8,493 7457 (7]

1 Refer o “Mote 4 Fab salue messuremert for more information o ownoood®. 3 Fadr vakee charges of hedges relmied wo fnarcial labiioes desdgrated at falr value are alse reponed I Mt traziag ncome.

Met trading income in 2013 induded a gain of CHF 431 million  Net trading income in 2011 induded a loss of CHF 1,845 million
from the valuation of the option fo acguire the SNB StabFund’s  due to the unauthorized frading inddent, reflected in the lime
equity, reflected in the line Other business divisions and Corporate  Investment Bank [nvestor Client Senvces.

Center, compared with a gain of CHF 526 million im 2012 and a

CHIF 123 million loss in 2011.

Mote 4 Met fee and commission income

For the year ended % change from
HF milfon LR FAK] EYRFA k) EARFN)] Hazaz
Equity undermaitisg fees .30] an7 7.3 5
Dotk underwriting foes 54 T2 54 (28
Total underwriting fees 1,34 1539 1,180 {11y
b4%:A and corporate fnance fees. L3k L] o5 (10
Backerage fees 4,008 3836 4,165 5
Imeestment fund fmes 1803 3626 35717 5
Portfolio masagement and adviary fees 6,525 £ 05 5551 12
Imsurance-related and other fees. 4&% 451 i ]
Total securities trading and Investment activity fees 16,955 16,006 15,837 &
‘Credit-related foes. and commiminne 18T 414 41 {11y
‘{Commisson income from offer services &7 8313 v 5
Total fee and commiszion income 18,178 17213 17,102 5
Backerage fees paid L5 ] &M 1 4
Oeher 1,058 1,006 1 4
Total fee and commission expense 1,888 187 1,868 1
et fee and commlsshon Income 16,287 15,356 15,236 ]
o which: sel heoberage fevs EAE] 2565 225 &

§

287 4

£
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Financial information
Motes to the consolidated finandal statements

MNote 5 Other income

For the year ended % change from
CHF milfion 51,1213 312142 A 34212
Associates and subsidiaries
Ket gaissi losses) from disposals of subsidiaries | iii (1] (g}
et gainsi (looses) from disposals of investments in asociates [} [i] n
Shane of net profits of assodates 49 28 47 ad)
Total 180 Bl 44 a8
Ananclal invesiments avallable-foesale
et gainsi [looses) from disposals o] 35 926 [LH]
Impaitment charges [41) [B5] (EX] 153)
Total 68 308 (a5
Ket nco=e f2om properties? n EL] n a
et gaissi [looses) from imestment properties? [18) 4 9
Oeher Fii] 3 450 L]
Total other Income 580 1 1,467 1)

||1:hhl-!udq-'-|m nﬁ;ﬂdhdﬂ'wm_lm dhpoaed ar Sommant subsidarks 3 indedes net rent eceives fam S parties and oot opesr g eRTEEL

1 Indudes

Met gains from disposals of finandal investments available-for-
sale in 2013 included a gain of CHF 74 million resulting from
the divestment of the Group’s participation in Eurodear Plc, of
which CHF 27 million was allocated to Retail & Corporate, CHF
25 million to Wealth Management and CHF 22 million to the In-
vestrnent Bank. Further, it incuded net gains of CHF &1 million in
Corporate Center — Core Functions. 2012 induded net gains of
CHIF 272 million in Corporate Center — Core Functions, as well as
gains of CHF 101 million in Corparate Center — Mon-core and
Legacy Portfolio, mainly related to the sale of an equity invest-
ment. 2001 included a gain of CHF 722 million from the sale of
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the strategic imestment portfolic, of which CHF 433 million was
allocated to Waalth Management and CHF 289 million to Retail
& Corporate, as well as net gains of CHF 141 million in Corporate
Center — Core Functions.

The line Other induded net gains of CHF 53 million on sales of
loans and receivables in 2013, compared with net losses of CHF
11 million in 2012 and net gains of CHF 344 million in 2011, Ad-
ditionally, it ndwded gains on sales of real estate of CHF 288 mil-
lion in 2013, CHF 112 million in 201 2 and CHF 78 million in 2011.
2012 further induded losses of CHF 194 million related to the
lbuyback of debt in public tender offers.
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For the year eadind % change from
CHF milfion 51,1213 312142 A 31212
Salavies 6,258 G814 6855 (&)
arizhle comy per awards | 2,988 3000 3516 1]
o wiich; quaemties o mow hines F 134 175 45
Varizhle compensation — other! k1] 7 s [#:.]
o wiich: mplecament payments? 78 109 121 (28
of witich: fovieiture crodits [ 17l 215 &
o witioh sewmvancr paymants? 174 o2 Pl %)
of wiich: stention plaw and affer payments 242 {F: 46 B
Contraciors 150 4 mn? ()
Sodal security ez TE8 143 3
Fension and other post-employment benefit plass® as7 8 531
Wiealth Manage=est Americr Fisancal advisor compemsation! 3148 1873 2518 -]
{(rhes pesonnel expenses. (4] 1] T5e M
Total persoanel expensest 15,182 1417 15634 3
B RS 3 s oLt S o pecs - « 12 It o R 130 o S g e oo PRl o o O 115 i e 10
0 reties: medical and Il insssance benefic plans In the LS. Refer i “Note 28 Feation and other post-emplogment benefl plars® for mare infomasion. = Finandal advisor compersation consists of geodbosed come
Fﬂiﬂhﬂlﬂﬂmm“mh}ﬂﬂmdaﬁ-ﬂ ‘ased on Tnandal advsor 1rm nenere; assets and other varkbies. It sk
Inciudes costs ndated emvmsed btz ay the time of necutment, which are subect 1o wetng regubements. et nesticng mupduiFlsnh:.

| 2
CHF 355 relllen and CHF 251 milken e the pears endes 31 Decereber 3013, 31 December 3017 and 31 Decamber 001, respectivety, Fofer oo “Hose 32 quu In orgaizon” 1o mane irkmation

MNote 7 General and administrative expenses

Far the year endpd % change from
CHF million 1n.iaas 31,1212 AL 3.12.12
Derupangy 1,044 1074 1,055 (k]
Rent and maintenasce of IT and ather equipment 458 473 415 (k]
Communication and market data services L] Ea2 (31 4
Admizistration Lx ] E36 .74 o
Marketisg and public wlations aT8 528 353 -]
Travel mnd entertainment 451 450 470 o
Professional fiees 1,082 508 R 4
‘Cutsoercing of IT and other senvices 1,340 1357 1,151 [
Provisiores for lifigation, regelatory and sisilar matsers™ 1,7 2549 P £ ]
Ceher Lri] 47 12
Total gemeral and sdministrative expenses’ B, 380 B 653 5959 (E]

1 Raflects th raf Increase ! rekses of proviskans for logatio, reguizton and similar mathers recsgnized i S iczme stmement. In additon, & Isdades reoossie {om thing of CHF 1S milfion, C5F 12 milkon
am| CF 32 il four the years ended| 31 Decamiber 2013, 31 Denember 2012 and 31 Decemiber 2011, sspecively A portion (CHF 21 millon releass) of the net inmexe/ emgnitzad |k S | OO RESTERE

for provbsions fov certain Mgaiion, sequiatoy ard dmiby manesfw 013 & In *Mome 213 Froatsions” was renneded 35 other Incnime e than 6 geretl and adminieatie eaperss.  © R o Koke
zzm-ﬂmm'hmlm :mam of CHF 100 milbon relatesd oo S Swhis-UK 128 agreement a2 an impaimeent ol C:F B7 million selzied 1o ceain
-mﬂmmn:hmmupuwsﬂr_-.mn and CHF 53 millon far the years ended 31 Decerrber 2013, 31 Decerber 301 2 and 31 December 3011, nesperdwely. Reter
32 Changes In oiEniaion” for maee
389 2
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Mote B Income taxes

CHF milfon

Tax expense /(benefit)
Swiss

Cument

Defimmed
Foreign

Cussent

Deferred
Tatal Income tax expesse | (benefit)
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For e year ended
EIWFRE] EARFRF) EIRFAY
LE] 5 23
455 A 1,041
M2 n a3
{1, 00:d0) m (248)
{110} 451 a1

The Swiss current tax expense of CHF 93 million related to taxable
profits, against which no losses were available to offset, eamed by
Swiss subsidiaries and also from the sale of real estate. The Swiss
deferred tax expensa of CHF 455 million maindy reflected the amosrti-
zation of defemad tax assets previously recognized in relation to tax
losses carried forward used to offset taxable profits for the year.

The foreign current tax expense of CHF 342 million related to
a tax expense in respect of taxable profits earned by non-Swiss
subsidiaries and branches, against which no losses were available
to offset. The forsign net deferred tax benefit of CHF 1,000 mil-

lion reflected a net wpward revaluation of deferred tax assets
based on a reassessment of future profitability taking into ac-
count updated business plan forecasts. This was partially offset by
the amortization of deferred tax assels, as tax losses were wsed
against taxable profits.

The components of operating profit before tax, and the differ
ences between income tax expense reflected in the finandal
statemants and the amounts caloulated at the Swiss tax rate. are
shiown in the table below.

For se year ended

CHF milfan 31213 311212 EiRFA]
Operating profis/fioss] before tax 3372 (1.754) 57

o which; Swass 1523 4,040 4852

o wihich: Fovem (&) {52848 854
noome ta at Swviss tax rate of 21% for both 2013 and 2012, and 21.5% for 2011 a7 (k] 1,141
nomase ! (Zeoeaw] resuking from:
Faneign tao: rates differing from Swiss tax e [305) (ER0Y ]
T efocts of leses not mecognized L] i R
Previously uneecogeized tax lnsses sow uliized [414) 11,3424 ]
Mon-taxable ad lower tased inco=e [&24) #in {1, 182
Kon-deducthle expenses asd addiional taable inco=e 1,245 205 74
Adustments related 8o prioe years — curmess tax (%) (g (kA 1]
Adustments related 5o prior years — defered B ] 1 17
Change in defereed tax valuation all [&5a) 10M L]
Adpustments t deferred tan balances arking from chasges in tax res 107 7 42
Ceher e F: ] - L)
Incame tax expense ! {benefit) {11} a1 a1

The following is an explanation of the items induded as differ-
ences between group operating profit before tax at the Swiss tax
rate and the actual income tax expense.

Foreign tax rates differing from Swiss tax rate

To the extent that Group profits or losses arse outside Switzer-
land, the applicable local tax rate may differ from the Swiss tax
rate. This itern reflects, for such profits or losses, an adjusiment
from the tax expense/bensfit that would arise at the Swiss tax
rate and the tax experse/benefit that would arise at the appli-

390

cable local tax rate. A tax benefit arises in the year in relation to
entities which have losses and also local tax rates in excess of the
Swviss tax rate.

Tax effects of losses not recognized

This itern relates to tax losses of entities arising in the year, which
are not recognized as deferred tax assets. Consequently, no tax
bbenefit arses in relation to those losses. Therefore, the tax benefit
calculated by applying the local tax rate to thoss losses as de-
scribed above is reversed.
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MNote 8 Income taxes (continued)

Presiously unrecorded tax losses now utilized

This itemn relates to taxable profits for the year, which are offset by
tan bosses from previous years, for which no deferred taw assets
were previously recorded. Conseguently, no current tax or de-
ferred tax expense arises in relstion to those taxsble profits.
Therefore, the tax experse calculated by applying the local rate on
those profits is reversed.

Mom-taxable and lower taxed income

This itemn relates to profits for the year, which are either permanently
not taxable or are taxable, but at a lower rate of tax than the local
tax rate. It also indudes any permanent deductions made for tax
purposes, which are not reflected in the accounts thesaby affectivaly
ensuring that profits cowered by the deduction are not faxable.

Mom-deductible expenses and additional taxable income

This itern mainly relates to income for the year, which is imputed
for tax purposes for an entity, but is not induded in its cperating
profit. In addition, it indudes expenses for the year, which are
permanently non-deductible.

Adjustrmerts related fo prior years — curent tax

This rtemn relates to adpustments to current tax expenses for prior
years, for example, if the tax payable for 2 year agreed with the
taxn authorities is expected to differ from the amount previously
reflected in the scocounts.

Adpustments related fo prior years — deferred tax
This itern refates to adjustments fo deferred tax recognized in
prior years, for example, if 2 tax loss for @ year is fully recognized

EDINETOOOO
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and the amourt of the tax loss agreed with the tax authorities
expected to differ from the amount previously recognized as de-
ferred tax assets in the acoounts.

Change im deferred tax valuation allowances

This itemn includes revaluations of deferred tax assets previously
recognized resulting from reassessments of expected future prof-
its. It also imcludes changes in temporary differences in the year,
for which deferred tax = not recognized. The amount in the year
miginly relates to the upward revaluation of deferred tax assets
referred to above.

Adjustments to deferred tax balances arising from

changes in tax rates

This item relates to remeasurement of deferred tax assets and li-
abilities recognized due to duanges in tax rates. These have the
effect of changing the future tax savings that are expected from
tax bosses or deductible tax differences and therefore the amount
of deferred tax assets recognized or, alternatively, changing the
tax cost of additional tzxable income from taable temporarny dif-
ferences and therefore the deferred tax liability.

Other itemns

Other itemns indude other differances bebween profit or losses at
the local tax rate and the actual local tax expense or benefit, in-
cluding increases in provisions for uncertain positions in relation
to the current year, interest accruals for swch provisions in relation
to prior years and other itemns.

CHF mifiion H.1213 n.1212

Waluation Valeation
Deferred tax adsets Gross  allowance Recognized Grss dlowance  Rocognized
Compensation asd benefits 1,290 {415} 1] 1,658 1.047) 51
Tan boss camy-forwerds 8,801 (22,534) 6,267 22002 {23276 5,746
Trading assets an [a4) ™7 1,067 (131} L)
Cther 1,729 {773 956 1235 (425) ]
Total deferred tax assets 12,681 (23,807) 8,845 33,001 {24875 8,14
Deferred tax liabilities
Goodwill and intangible asses n i7
Fnasdal isvesimpnts ] FA
Imesaments in amocistes and ather il n
Total deferred tax abilities -] 52
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Financial information
Motes to the consolidated finandal statements

MNote 8 Income taxes (continued)

Certain deferred tax asset and liability movements are recog-
nized directly in equity. In 2013, these induwde tax benefits of CHF
230 millicn recognized in Other comprehansive income (2012
charges of CHF 581 million), which mainly relate o the reduction
in termporary difference deferred tax liabilities. In addition, they
indude tax benefits of CHF 91 million recognized in Share pre-
mium {2012: charges of CHF A57 million), whidh mainky relate to
an increase in deferred tax assets for net Swiss tax [osses arising
in previous periods.

In additicn, there were net foreign currency translation |osses
related to the effects of exchange rate movements on tax assets
and liabilities denominated in cumencies other than Swiss francs.
In the table cn the previcus page. the valuation allowance repre-
sents amounts that are not expected to provide a future tax ben-
efit due to insufficient projected future taxable profits. UBS AG
Switzerland and certain overseas branches and subsidiaries of the

EDINETOOOO
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Group have deferred tax assets related to tax loss carmy-forwands
and other itemns as shown in the table on the previous page. For
entities that incurred |ceses in either the current or preceding year,
deferred tax assets of CHF 4,484 milkon were recognized as of
31 December 2013 {CHF 2,487 million as of 31 December 2012).

The deferred tax assets recognized as of 31 December 2013 in
respect of tax loss carmy-forwards were based on expected profit-
ability using busimess plan assumptions, as adjusted to take into
account the recognition criteria of 145 12, Income Taxes. If the
lbusiness plan eamings and assumptions in future periods sub-
stantially deviate from the current assumptions, the amount of
deferred tax assets may need to be adjusted in the future.

As af 31 December 2013, tax loss camy-forwards totaling CHF
59,962 million, which were not recognized as deferred tax assets,
were available to be offset against fubure taxable profits. These
tax losses expire as follows:

CHF milfian HM.12.13 na2.12
‘iiskin 1 year ] 1]
From 2 to 5 years 10,683 1812
From 6 1o 10 years 189 861
From 11 8o 20 yeaes 40,579 43,066
Ko papiny 18512 15,806
Tatal 83,562 68,125

In general, Swiss tax |osses can be carried forward for seven years,
U5 federal tax losses for 20 years and UK and Jersey tax losses for
an unlimited pericd. The Group provides for deferred income tax

392

on undistributed earnings of subsidiaries except to the extent that
those earnings are indefinitely invested. As of 31 December 2013,
no such earnings were considered indefinitely invested.
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Mote 9 Earnings per share (EPS) and shares outstanding

45 of or for the year eaded % change from

31,1213 312142 A 34212
[Bagic earnings (CHF million)
Mt profit/{ows) attibuzabile 1o UBS shaseholders 31T (2,480 41318
Dilurted earmings (CHF million)
Mt profit/{lows) attibuzabile 1o UBS shaseholders 31T {2,480 41318
Less: (profil) Floss on LIRS equity derivanive contracts L] 11} 3 1100)
Mt profit/{|ows) attribuzabile 1o UBS shaseholders for diuted EPS 31T i2481) 4,135
Weighted average shares outstanding
‘eighied average stams outstanding for basic EPS I7ER0TE,TEE ATE4 12403 3774035437 1]
[Effict of dilutive potential shares reselting from national shares,
in-the-money opfions and wanants outstanding 81,111,217 126,361 61,253,378
‘iighied mverage stams outstanding for diluted EPS 3844 180,008 A TS4 238604 3RS 295815 2
Earnings per share (CHIF)
Basic (1] (0L66) 110
Diluted 0.3 (0L66] 108
Shares outstanding
Shanes issmed 3,842,002,085 3835250233 332121859 a
Treazury shares 73,800,252 A7, 879,601 584,055 551 118)
Shanes gutstandisg 3,7ER 201,817 A T4TATOE32  3,747,066.348 1
Esthanigeatie shares 246,042 418526 509,243 1)
Shanes outstandisg for EFS 3,768 447858  3T47,7E9,158 3747675551 1

The table below outlines the potential shares which could dikute basic earnings per share in the future, but were not dilutive for the
periods presented.

% change fram
Mumbor of sfaes FIRERT 311212 narn 11212
Potentially dilutive instruments

Emzloper share-hassd enmpensatinn awards 17621824 12908 215,744 {50)
Coher equity derivative contracts 16,517,384 15,386,605 4,407 443 7
B wamants’ (] 100,000,000 100,000,000 {10d)
Total IB,141,008  MAGAEI3 B4 151646 {63

1 Thise waraTs siaies oo SE marsation Tae SNE poeied 2 ioan to 2 fun owned and oonirolied by the SKE (e SME StabFond), m siich UBS manshessd oerain §quid ssarties and oifer postons in 7008
ane| 2. &% part of this amargernent, LES pranted wananes on shanes o thi SKE, which sook havwe teen eseckable H the SHE nmumed 2 ks on s oan m the SKE Statund. i1 2013, thews samants wese sl
e ol iowang the Tl nepayment of thee koan inthe thind quarter of 013
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Financial information
Motes to the consolidated finandal statements

Balance sheet notes: assets

MNote 10 Due from banks and loans (held at amortized cost)
CHF milfion M3 2212

By type of exposure

Due frm basks, gross 17232 242
o wich: due fovm central bamks 2407 fi8
Aliowance for credit louses (15} 23
e allowaseces (An 0
Due fram basks, set 17,170 2,200
Lsare, gross
Resdential mortgages 137,370 132,033
Commarial =nitzages 2718 nan
Lombard loass 88,520 n5m
Ceber lnanst 18,948 40,407
Securities” 4811 8,166
Subtotal 207,668 0608
Almwance for credit loses (71} {T08)
Ceher allowasces (as) 0
Loare, et 205,959 19,901
Tatal due from banks and baans, nett 104,128 i, 121

1 Indeses covporaie loans.  © incledes kveraged france loans redasiied from beld-4or traging, Refor 1o Mobe 12 100 and “Move 27 Redesdicrion of finandal amets” for mose imbomazion. 1 Indwdes seouities
rectrsied fom hold-bororading. Reber 1o Hofe 12 10 andl “Hote 37 Sroasficibon of finadal asets® for mone Infeemation. Refer oo “Mad rum esgosam t oedi isc” I the *Risi management and ooriol®
section of this report dor Inlomrion on cobaiesl aa2 other coeck enhancemmenin

Lo
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Mote 11 Cash collateral on securities borrowed and lent, reverse repurchase and repurchase agreements,
and derivative instruments

The Group enters into collateralized reverse repurchase and repur-  credit risk assodiated with these activities by manitoring counter-
chase agreements, securities borrowing and securities lending  party credit exposure and collateral values on a daily basis and
transactions and derivative transactions that may result in credit  requiring additional collateral to be deposited with or returned to
exposure in the event that the counterparty to the transaction s the Group when deemed necessary:

unable to fulfill its contractual cbligations. The Group manages

Balance shest assets

Cash collateral Cash collateral

Cah collateral Reverse receivables necrivables

on securities repurchase on dertvative  Cxheolaenlon  Resre eperchase o derivatise

horrowed agreements instruments  spaurities borrowsed agreements imstrument

CHF milfon .13 1213 EIRFAE] EJR PR F] EIRERF naza2
By counterparty

Banks. 10,455 .19 9,052 15,577 56,775 12,353

Customers 17,001 56,834 18,955 21,396 14,165 1801

Total IT 498 91,563 28,007 ran 130,941 30412

Balance shest [iabilities

Cash collateral Cash collaseral

payables payazie

Cagh collateral Repunchase on dertvative Cash coliateral Feperchame on derivalie

on securities lent agreements Instruments om securities kent agretmenis imstumEnts

CHF milfion ¥i.il1id ¥.i2.43 312143 EYR A F) .1242 31212
By counterparty

Banks &803 3,653 17,138 85m 13n7 45,101

Customers 586 9,858 11,902 630 24 830 25047

Total 9,491 13,811 49,138 8203 38 557 T, 148

335 2

397/570



Financial information
Motes to the consolidated finandal statements

MNote 12 Allowances and provisions for credit losses
(CHF milfan
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Specific Collective Tetal
By mevamant vwianres Berwances Boveanices P ' Tatal MAZAY  Towl 311242
Ralance at the beginning of fhe year 6 114 70 To1 s
Wil 5 o et {127 i (128} a1y
Raconeriet iy B i 82
noiease (domease} recogeizesd in the income
el 148 183 52 2 5 e
Rocthsaiicaions 1 B 1 i} o B
Fareign cersency trnslation ) o ) 0 ) i
Ceher L] 1] % L] &) ]
Balance at the end of the pear 1 20 [T 81 750 T4
- "l Tk i lm lhm -
A o o e 12 o e e B e
b i d to Maancial ween CHE 137 million In 2313
Specific Eollective Total
By balance sheet line allowances allewances allowances Provisioms  Tobal 31213 Towl H.12.12
e o B m B is 18 n
Loans 85 2 &7 &M 06
ish labecl om Sacuiiies Barmaind 2 B H 3 1
Provisiane! &1 &1 B
Halance ot e end of the pear 50 T 8iE & 5 Tod

| Fepreserts provsions for loan commiomenis and g

3%
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Mote 13 Trading portfolio

(CHF milfan LINFAL nazaz
Trading portfolio assets by lssuer type
Debt instruments
5 adg genci 18073 anm
of which: Suntawviand 52 #2
of which: LS4 3,657 16,377
o which: Singagore 1.631 1,222
o whichy sl 1,608 1,450
ofwhich South Ko 1482 1,7
of which: Austialia 1,312 2249
o wiich; Garmany 1,182 EL
Banks 5039 5T
Conporates and other 407 34064
Total debt Instruments 45,519 B0 NS
Equity instruments 51,801 48075
Financial assets for unit-inked isvestmest comiaces 15849 15280
Financlal asgets held for trading 114,249 143,411
Precious mesaks and cther physical commedities 5,598 nm:
Tatal trading partfolio ascets 122848 160, 564
Trading portfolic Rabilifies by issuer type
Debt instruments
G and g genc 812 115
o which: Suntoevland 171 280
o which: L84 2508 7,87
o which: Singagore 1 i
o which sy 1,140 527
o wiich: South Kama 15 8
o witich Aunvala 57y 558
o wihich: Garmany ] 1,610
Baries E23 1475
Cenparates and other 2,453 3,036
Total debt Instruments 11,4498 2050
Equity instruments 15111 1381
Total trading portiolio llabilities 28 509 Hi

387
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Financial information
Motes to the consolidated finandal statements

MNote 13 Trading portfolio (continued)
(CHF milfan LINFAL nazaz

Trading portfolio assets by product type!

Debt instruments
Goversment bills/bonds 13,081 w737
Cavporate bosds and =usicizal bosds, isduding bosds issued by financial insfastinne 16,008 2387
Loans 1033 6129
imvest=ent fund urits 11,137 12085
Asset-barked seruwities 3,280 8556
o which: mrtgage-backed secaritier 1971 £ 760
Tatal debt instruments 48519 80,05
Equity instruments 1,801 an0s
Financial assets for unt-inked isvest=pst contiacts 15,849 15,590
Fimancial assets held for trading 114,24 142471
Precious metals and other physical commedities 8590 17082
Tatal trading partfolia assets 122,848 160,564
Trading portfolio liabilities by product type!
Debt instruments
Goversment bills/bonds 1327 14741
Canperate bnds and musicizal basds, isduding hasds issued by finandal insfastinne 138 5479
imvent=ent fund urits 531 m3
Asset-batked serurifies ] n
o wiick: martgage-backed secariner I) 2
Tatal debt bnstruments 11,480 66
Equity instruments (XL 1360
Tatal trading parifolia llabikties 16,600 3147

1 Rafier 1o “Mote 4 Falt value messuremert for more information on the lair sl Rloricy creqoiation.
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MNote 14 Derivative instruments and hedge accounting
Derivatives: overview

A derivative i a finandal instrument, the value of which s derived
from the value of one or more variables (“underiyings”). Under-
lyimgs may be indices, exchanges or interest rates, or the value of
shares, commodities, bonds or other financial instruments. A de-
rivative commonly requires littke or no initial net investment by
either counterparty to the trade.

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

Overthe-counter (OTC) contracts are usually traded under &
standardized International Swaps and Derivatives Associztion
{I504) master trading agreement (MTA) between UBS and its
counterparties. Terms are negotizted directly with counterparties
and the contracts will have industry-standard settlement medna-
nisms prescribed by SDA. The industry continues to promote the
use of central counterparties (CCF) to dear OTC trades. The trend
toward CCP dearing and settlement will generally fadlitate the
reduction of systemnic credit exposures. Other derivative contracts
are standardized in terms of their amounts and settlement dates,
and are bought and sold on organized exchanges. These are com-
monly referred to as exchange-traded derivatives (ETD) contracts.
Exchanges offer the benefits of pricing transparency, standardized
daily settlement of changes in value, and corseguently reduced
credit risk.

Derivative instruments are measured at fair value and generally
classified as Positive replacement values and Negative replacement
values on the face of the balance sheet. However, derivative instru-
ments that trade on an exchange or through a dearing house are
generally classified as Cash cofateral receivable or payable on de-
rivative instruments. For presentation purposes, the Group is sub-
ject to the IFRS netting provisions for derivative contracts. Changes
in the replacement vakses of derivatives are recorded in net trading
income, wnless the derivatives are dasignated and effective as
hedging instruments in certain types of hedge accounting relation-
ships. Refer to Mota 1a) 15) for more information.

Waluation prindples and technigues applied in the measure-
mient of derivative instruments are discussed in “Mote 24 Fair
value measurement.” Positive replacement values represent the
estimated amount the Group would recsive if the derivative con-
tract were sold on the balance sheet date. Negative replacement
values indicate the value the Group would pay to transfer its obli-
gations in respect of the underlying contract, were it required or
entithed o do 50 on the balance sheet date.

Derivatives embedded in other finandal instruments are not
induded in the table ~Derivative instruments"” within this Note.
Bifurcated embedded derivatives are presented on the same bal-
ance sheet line as the host contract In cases where UBS apglies
the fair value option to hybrid instruments, bifurcation of an
embedded derivative component is not required and as such,
also not included in the table “Derivative instruments. ” Refer to
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“Mote 20 Financial liabilities designated at fair value™ and “Mote
24 Fair value measurement” for mare information.

Types of derivative instruments

The Group uses the following derivative finandal instruments for

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

wcts listed below, the Group is engaged in extensive high-wolume
market-making and dient fadlitation trading referred to as the
flow business. Measurement techriques applied to determine the
fair value of each product type are described in “Mote 24 Fair
value measuremert.”

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

— SweEps: Swaps are transactions in which two parties exchange
cash flows on a specified notional amount for 2 predetermined
pericd.

— Cross-cusrency swaps: Cross-currency swaps imvohe the ex-
change of interest payments based on two different currency
principal balances and reference interest rates and generally
alzo entail exchange of prindipal amounts at the start or end of
the contract. Wiost cross-currency swaps are traded in the OTC
miarket.

— Forwards and fubures: Forwards and futures are contractusl
abligatiors to buy or sll financial instruments or commodities
on a future date at a spedfied price. Forward contracts are
tailor-made agreements that are trarsacted betwesn counter-
parties im the OTC market, whereas futures are standardized
contracts transacted on regulated exchanges.

— Options and warrants: options and warrants are contractusl
agreements under which, typically, the seller {writer) granis the
purchaser the right, but not the obligation, either to buy (call
aption), or to sall {put option) at. or before, 2 set date, a spec-
ified quantity of a financial instrument or commodity at a pre-
determined price. The purchaser pays a premium to the seller
for this right. Options irvohing more complex payment struc-
tures are also transacted. Options may be traded in the OTC
maarket, or on a regulated exchange, and may be traded in the
form of a security (warrant).

The main products and underlyings used by the Group are:

— Interest rate contracts: Interest rate products indude interest rata
swiaps, forward rate agreements, swaptions and caps and floors.

— Credit derivative contracts: credit default swaps (CDS) are the
mast common form of a credit derivative, under which the
party buying protection makes one or more payments to the
party selling protection in exchange for an undertaking by the
saller to make a payment to the bayer following the ooour-
rence of a contractually defined credit event with respect to a
spacified thind-party credit entity. Setlement following a credit
event may be a net cash amount, or cash in return for physical
delivery of one or more chligations of the credit entity, and =
made regardless of whether the protection buyer has actually
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MNote 14 Derivative instruments and hedge accounting {continued)

suffered a loss. After 2 credit event and ssttlement. the con-
tract is generally terminated. More information on credit de-
rivatives is included in 2 separate section below: Total return
=swaps (TRS) are structured with one party making payments
based on a =at rate, sither fixed or variable, plus ary negative
changes in fair value of an wnderlying asset, and the other
party making payments based on the return of the asset, whidh
indudes both income it generates and any positive changes in
its fair value.

— Foreign exchange contracts: Foreign exchamge confracts in-
clude spot, forward and cross-currency swaps and options and
warrants. Forward purchase and sale cumency contracts are
typically exscuted fo mest dient nesds and for trading and
hedging purposes.

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

— Commodities contracts: The Group has an establshed com-
modity derivatives trading business, which ndudes the com-
madity index, the structured business and the flow business.
The index and structured business are dient fadlitation busi-
nesses trading exchange-traded funds, OTC swaps and options
on commoedity indices. The underlying indices cover third-party
and UBS defined indices such as the UBS Bloomberg Constant
Maturity Commeodity Index and the Dow Jones UBS Commod-
ity indices. The flow business & dient-centric and incorporates
beth ETD and vanilla OTC products, for which the underying
covers the agriculture, base metals and energy sectors. Al of
the flow trading is cash-setled with no physical delivery of the
underlying. The Group also has an established precious metals
ahility in both flow and non-wanilla OTC products incorporat-
ing both physical and non-physical trading. The flow business
is imvestor bed and products indude ETD, vanilla OTC and cer
tain non-vanilla OTC. The vanilla OTC are in forwards, sawaps

and options.

Risks of derivative instruments

Derivative irstruments are transacted in many trading portfolios,
which generally include several types of instruments, not just de-
rivatives. The market risk of derivatives is predominantly managed
and controlled as an integral part of the market risk of these port-
folics. The Group's approach to market fsk is described in the
audited portions of “Market risk” in the “Risk management and
control” section of this report.

Derivative instruments are transacted with mamy different
counterparties, most of whom are also counterparties for other
types of business. The credit risk of derivatives is managed and
controlled in the context of the Group’s overall credit exposure to
each counterparty. The Group’s approach to credit risk is described
in the audited portions of “Credit risk™ in the * Risk management
and control® section of this report. It should be noted that, al-
though the positve replacement values shown on the balance
sheat can be an important component of the Growps credit expo-
sure, the positive replacement values fior a counterparty are rarely
an adequate reflection of the Group's credit expasure in its deriva-
tives business with that counterparty. This is. for example, becauss
on one hand, replacement values can increass over time (“poten-
tial future exposure”), while on the other hand, exposure may be
mitigated by entering into master netting agresments and bilat-
eral collateral arrangements with other counterparties. Both the
exposure measures used internally by the Group fo control credit
risk ard the capital requirements imposed by regulators reflect
thess additional factors.

The replacement values presented on UESs balance sheet
indude netting in accordance with IFRS reguirements {refer to
Mote 1a) 351}, which is generally more restrictive than netting in
accordance with Swiss federal banking law: Swiss federal banking
law netting = generally based on dose-out netting arrangements
that are enforcesble in case of insclvency. The positive and nega-
tive replacement values based on netting in accordance with
Swiss federal banking law (factaring in cash collateral) are pre-
santed on the bottom of the table on the next pages.

The notional amount of a derivative is generally the guantity of
the underlying instrument on which the dervative contract &
lbased and = the reference against which changes in the value of
the derivative are measured. Notional values, in themsshes, are
generally not a direct indication of the values which are exchanged
between parties, and are therefore not a direct measure of risk or
financial exposure, but are viewed as an indication of the scale of
the different types of derivatives entered into by the Group.
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Derivative instruments!

LI AFRE] a2z
Mational Maotional Notioeal Motin=al
values values Other vahies waloes (rhar
Tatal related Todal relafed  noticnal related Total  related  nofonal
CHF biion PRV toPRVE' MRV doMEVE!  waluest® O PRV? s PVE'  NRW joMRVS'  walues't
MWerestratsconrads
(Owar-the-counter POTC) contracts
Forward contracts® o2 1237 [ 3 T 1,9442 08 S0 08 aaB 13ME
Swaps 1043 12435 9.7 L0985 141628 A3 34135 1961 37853 142763
Oplions’ 152 ki 53 9003 (1] 418 11847 432 1,185 T}
Exthange-tuaded cosacs
Futeres 4520 1540
Oplices. L] 0.2 i 18 2875 o EX o1} o0 155
Agency trensactans’ o o o0 0o
Total 1298 Br96.2 1172 3,077 168888 A0 56113 250 54145 10,0904
Getdeatvecontracts
‘Ower-the-counter (OTC) contracts
Crodit defaelt swaps. 181 81T 16.9 51270 2003 M5 100 Mo 10423 FL L
Total retum swaps 0.2 11 0.2 31 [ 1] 0.4 24 04 313 o0
Options and wamants oo 18 L] o1 (1] i1 31 i1 05 1]
Total 18.3 5404 170 5301 203.3 3589 10578 M4 10470 239G
g echmngeconracs
Ower-the-cournter [0TIC) contracts
Forwand contracts 124 Bh1.2 114 G679 (1] 123 G508 12.5 a6 (il
Interest and cursency swaps 542 1.924.0 574 18581 (] MAa  ran g 21932 o0
Oplions’ a3 &84.0 94 4555 (1] &8 4118 T8 mo an
Eachange-teaded rorracts
Futeres 72 128
Options oo 5.4 L] &1 (] Ll 08 o [+1.] o
Agency trensactans’ o o1 o0 0o
Total A0 BoRd4 803 29076 72 S50 34851 1010 32314 128
Equitylindexcomtracts | B N
‘Ower-the-counter (0T contracts
Forwand contracts a2 459 4.5 59,2 (1] 1 417 33 a0 o
Oplions. Ly M7 9.3 xR [ 1] B4 248 74 w3 o
Exthange-teaded roctracts
Futures 57 166
Options. 11 1108 4.0 1124 72 14 a9 33 1068 117
Agency ansactinre’ a0 an 24 14
Total 18.1 1114 1.9 117 ki) 159 M4 164 2521 343
Table continues on the next page.
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Dharivative mstruments! fontinued)

Table continued from previous page.

M.12.13 n.a2.12
Mathanal Mational Motiosal Hotinsal
values values Other vahies ke {nber
Total  related Tofal  related  notional Total  related Total  refated  notional
CHF bilion PRV toPRVs? MRV o NEVE'  waluesi® PR o PRVE? HREV doMRYS'  waluest®
Commaodities contracls
T e e
Forwand contracts. .8 185 i3 4.7 o id k] 14 e il ]
Oiptions? 1.0 12.9 08 9.4 ol 10 5.2 1.2 2.7 an
Exchange-taaded confracts
Futeres 111 144
Farvwand contracts. 0.0 8y 0. 83 o 0.4 13 04 3.3 [i11]
Options a0 0.6 ] 23 02 o 6.4 o 10 12
Agency tansacion® 0.8 0.5 04 a5
Total 15 42.7 32 e 13 34 74 40 7.7 156
Unsetthed purchases of nos-derivative finandal assetsd i 188 o L) o 0.2 N4 i &7 il ]
Unsetthed sales of non-dervative finandial assets® o1 12.7 0.2 152 ol o1 B3 02 190 an
Total derlvathve instruments, based on [FRE netiing 2458 T2 RDO  £03ET iTi4i2 4100 10534 353 00444 172825
Eeplacement walue netting, based on capital adeqeacy rules (185.0) (185.00 (327.3) 13273
Cah collateral netting, based on capital adequacy rules (2.8 (14.3) 454 (7.4}
Total derfvative instruments,
bludmuﬂﬂﬂiqlhqlﬁlm' 329 407 423 505
| Efuncated evbedd o the same balarce sheet Bre as e ost confiacts and are sciuded from this fable. fs of 31 003, 1h amaeried o a PRV = CHF 02 bilken

irelased rofizral vakes of CHE BT Hhﬂmd an WA of CHF 0.4 billon (siaied national valves of CHF 12,2 Slllon). in 3013, compantie perisd mmm Ona conected basis, as of 31 December 2012,

these desisatiees amonried t 2 PRY of 05F 0.2 &lilon (related notional vabees: of CHF 6.5 billion) and an KRY = CHF 0.3 billion (related notizeal
values are presenied on & et becsk an ke bakance sheet, T nes pecive noizral values of the retied

a5 whine

of CHF 132 billlon]. > PRN: Posithe meplacement wibe. 3in
wahws ane still presenied on 3 gems bk 4 MEN: Megaties

s i:‘l'rﬂi-l'ﬂ-c:hh detiattes which an nhndﬂluw e |uﬂdﬂq“ﬂummm falr value of Tese desieatirs (5 presenned on the balance sheet -t:ﬂﬂnn-

a2 CF (.0 killon {31 Decessber 2013 CHF 0.0 billion), sespectasly.
CHF Q.1 Bk M metional ameunis redaied o thise
cember 312 CHF 6.3 llioa).
QST iR i, FRY Wt reduces

Incanes made iz OFC el
l:h:ld

71 2013, T chasfication of cerain PRY and KRV between OTC intenest mie aphions
C5F 1.8 ellkan aasoctaber] nodanal salues mdduned by CHF I&?H‘uﬂrﬂ“mnﬂndhuﬂ ]

ge opians o agsbon, cznedizes wess mae iz 31 m-hrml:mumd-iuhmm-mm
‘CHF 50D blBam el rational valve s rnhdm R were ssduned by CHF 2000 bilban. ¢ Mational valses of e hange-traded agency transacos 2 nat

on Servatiees instsaments, dotaling as of 31 Dectmber CHF 0.8 billion (31 December 201 2 CHF 0.9 billon)

& Kegative walves ¥ of 31 December 2013 inchude THF DUD billion relaned 5o derivatiee ban commments (31 Deoener 2002
wales ane ncheded The bie The madmam bssvecable amsunt rebbed fo these comembimenss was CHE 7.1 bilicn as of 30 Decemies 3013 31 De

and OFC fareign 'nsunlmdhrl'l I:In-humlk:rul.hﬂ:m: I
moizrad va hoes: redured by CEF B2.T Rllan| with
ririional vaves retabed to PR wtre

e 1z Sl sk Pcandy dfferer dak pre-

Invite far e Hm:dﬂmuﬂmmm.r-ﬂ sEFemse dane are ecsgnioed as replacemert vakses 41 Indises the Impan of ceting agreemeis fin-

d.ndrg cash cxlaseral) 7 acoosdarce with Swiss dedeal Eanking las

The maturity profile of OTC interest rate confracts held as of
31 December 2013, based on notional values, was as follows: ap-
prosimately 38% (31 December 2012: 37%) mature within cne
year, 38% (31 December 2012: 28%) within one to five years and
24% (31 December 2012: 25%) after five years. Mational values
of interest rate confracts cleared with a clearing house are pre-
sented under “other notional values” and are categorized into
maturity buckets on the basis of contractual maturities of the
deared underlying derivative contracts.

Derivatives transacted for trading purposes

hdcst of the Group's derivative fransactions relate o sales and
trading activities. Sales activities induwde the structuring and mar-
keting of derivative products to customers to enable them to take,
transfer, modify, or reduce, current or expected risks. Trading ac-
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tivities include market making to directly support the fadilitation
and execution of dient activity. Market-making imolves quoting
bbid and offer prices to other market participants with the inten-
tion of generating revenues based on spread and volume.

Credit derivatives

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

Market-making activity, which is done within the Inwestment
Bank, consists of buying and selling single-name C05, index DS,
loan C05 and related referenced cash instruments to facilitate dli-
ent trading activity. UES also actively utilizes CDS to economically
hedge spedfic counterparty credit risks in its accrual boan portfolio
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and off-balance sheet loan portfolo (induding loan commit-
ments} with the aim of redudng concentrations in individual
narmes, sectors or specific portfolios.

In addition, MBS actively wtilizes COS to economically hedge
specific counterparty credit risks in its OTC dervative portfolios
induding finandal instruments which are designated at fair value
through profit or loss.

During 2012, UBS announced an Investment Bank strategy
change which resulted in a foous on certain types of dient facilita-
tion business and resulted in reduced market-making activity. Asa
result, TS were increasingly wsed for economic hedging purpos-
es. Im 2013, large portfolics of credit derivatives including struc-
tured credit products were transferred to and are now managed
and reported in Corparate Center — Mon Core. Thess positions are

Credit derivatives - by type of instrument

bbeing actively umwound and CDS is used to continue to manage
the underlying risk exposures.

The tables below provide further details on credit protection
lbowght and sold, inchuding replecement ard notional value infor-
miation by instrument type and counterparty type. The value of
protection bowght and sold is not, inisolation, a measure of UBSS
credit risk. Counterparty relationships are viewed in terms of the
total cutstanding credit risk, which relates to other instruments in
addition o CDS, and in conmection with collateral arrangaments
in place. On a notional value basis, credit protection bought and
sold as of 31 December 201 3 matures in a range of approximately
22% {2012: 22%) within one year, approamately 72% (2012
B0 within one to five years and approcimately £% (2012: 8%)
after five years.

Protection bought Protection sold
Fair value:  Fair value: Notional  Fair value:  Fair valee: Maotional
CHF bilfon PRV HRY walues PRY NEV values
Single-na=e cqedit default twaps 51 92 408 7 a7 4.1 450.3
Muhti-rizme index lisked cedit default swaps 1.0 18 1488 249 1.1 17.9
Multi-rame oiher oedt defaslt seaps. 04 o4 94 o 0.2 53
Total cate of retum swaps 0.2 o 54 an 1 o8
(Oplions and wamrants L] 1] 18 on 0.0 0.1
Total 31 Decamber 2043 (3] 18 6534 1.7 5.8 L7 ]
off witich: ceedit deriativer relaied fo economic fedpes &4 1.2 e s 112 52 ST
of which; cedit deriatives relafed fo marbel-mading (1] (L] (S o4 [F ] 148
Probection bought Protection wld
Far wale: Fair walue: hectional Fairvlue: Fair value: Motional
CMF bilfon PR MRV walmes PRV NRY walues
dingle-name credit defaunlt swaps 149 11 Ei5.0 1.1 121 i
Wiulti-rame ndex linked cedit defaut swaps 61 15 IM6T F (1] 3504
Muhti-rame other credit defaslt swaps. i1 2 7.7 1.0 1.2 137
Tiotal sate of netum swaps 04 [i k] 4.2 0.0 ol 15
Options and wamants an Li11] 11 00 (11 a5
Total 31 December 2012 221 140 1, 2068 144 4 L1667
o wiich: credit derativer relafed o evonomic hedpes 2e (141 11679 14 Fi L] 111
off witiohr credit dedvativer related o sardket-making .1 a5 LUE] k] @ 0]
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Cradit derivatives by counterparty

Protection bought Pratection sold
Fairwalue:  Falr value: Notional  Fairvalue:  Fair valee: Mational
EHF bilfon RV HRY ikt PRY NEV walies
Bocker-dealers 18 25 1459 20 1.5 128.0
Banks 1 L] ¥ LR A% 0.7
Central clearing countengarties o (1] 101.5 a0 o0 101.8
Cthesr 14 o 2749 a8 0.3 178
Total 31 December 2013 BB 18 B524 1.7 5.5 84
Probection boughs Protection sold
Far walwm: Fair walue: Hotioral Fairsalue: Fair value: Haotional
CMF bilian PRV L ealuas PRV MRV values
Ercker-deales 51 I 2554 a1 55 2547
Eanks 128 0 TEXY 108 138 1413
Central cheaving countenparties o o 1326 an Lili} 1063
Other 4.2 1.0 A 08 1.1 (L]
Total 31 December 2012 21 140 1,2168 148 04 1,1686.7

UBS’s credit derivatives are usually traded as OTC confracts. Since
2009, ini lire with the broader derivatives industry, a number of
initiatives have been launched in both the US and Europe to
establish CCP solutions for OTC CDS contracks with the aim of
reducing counterparty risk. U85, along with other dealer mem-
bers, has continued to participate in these initiatves during 20132,

UBSs D5 frades are dooumented using industry standard
forms of documentation published by ISDA or equivalent terms
documented ina bespoke fi.e., tailored) agreement. Thase farms
and agreements use standardized terms that form the basis for
market corventions related to the types of credit events that
would frigger performance (e, payment default, bankruptcy
etc. — see below) under a C05. Those agreements and forms do
not contain recourse provisions that would enable UBS o recover
from third parties any amouwnts paid out by UBS (ie., this is the
case where a credit event ocours and UEBS is required to make pay-
mient under 3 COS).

The types of credit events that would require UBS #o perform
undar a CDS contract are subject to agreement between the par-
ties at the time of the transaction. However, nearly all fransactions
are fraded using credit events that are applicable under cartain
market cornventions based on the type of reference entity to
which the transaction relates. Applicable credit events by markest
convertions include bankrnuptoy, failure to pay, restructuring, obli-
gation acceleration and repudiation moratorum.

Contingent collateral features of demative liabilites

Certain derivative payables contain contingent collateral or termi-
nation features triggered upon a downgrade of the published
credit rating of the Group in the normal course of business. Basad
on UBS's credit ratings as of 31 Decemnber 2013, additional col-
lateral or termination payments pursuant to bilateral agreements
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with certain counterparties of approximately CHF 3.3 billion, CHF
5.0 billion and CHF 5.1 billion would have been required in the
event of a one-notch, two-notch and three-notch reduction, re-
spectively, in UBS's long-term credit ratings. and a cormesponding
reduction im short-term ratings. In evaluating UES's liquidity re-
quirements, UBS considers additional collateral or termination
payments that would be required in the event of a reduction in
UBSs long-term credit ratings, and a comesponding reduction in
shiort-term ratings.

Derivatives transacted for hedging purposes

Derivatives used for structural hedging

The Group enters into derivative fransactions for the purposes of
hedging risks inherent in amets, liabilities and forecast frans-
actions. The accounting treatment of hedge transactions varies
according to the nature of the instrument hedged and whether
the hedge qualifies as such for accounting purposes.

Derivative frarsactions that qualify and are designated ==
hedges for accounting purposes are described under the come-
sponding headings in this note fair value hedges, cash flow
hedges and hedges of net investments in foreign operations). The
Group’s accounting polides for derivatives designated and ac-
courted for as hedging instruments are explained in ote 1a} 15),
under which terms used in the following sections are explained.

The Group has also entered into varicus hedging strategies uti-
lizing derivatives for which hedge accounting has not been ap-
plied. Thess include interest rate swaps and other interest rate
derivatives (e.g., futures) for day-to-day economic interest rate
risk mianagement purposes. bn addition, the Group has used eg-
wity futures, options and, to a lesser extent, swaps for economic
hedging in 2 variety of eguity trading strategies to offset underly-
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MNote 14 Derivative instruments and hedge accounting {continued)

ing equity and equity wolatility exposure. The Group has also en-
tered into CDS that provide economic hedges for credit risk expo-
sures {refer to the credit derivatives section). Fair value changes of
derivatives that are part of ecomomic relationships, but do not
qualify for hedge accounting treatment, are reported in Net trad-
ing income, except for the forward points on certain short dura-
tion foreign exchange confracts which are reported in MNet interest
income.

Fair value hedges of interest rate risk

Fair value hedges: interest rate risk related to debt issued

The Group's fair value hedges prindpally consist of interest rate
swaps that are used o protect against changes in the fair value of
fixed-rate instruments {e.g., non-structured fixed-rate bonds, cov-
ered bonds and subordinated debt) due to movernents in market
interest rates. The fair values of outstanding interest rate deriva-
tives designated as fair value hedges were assets of CHF 1,588
million and liabilities of CHF 140 million as of 31 December 2013
and assets of CHF 3,028 million as of 21 December 2012.

Far the year ended
CHF milfion EIWFRE] EARFRF) EiRFAL
GainsJ{loszes) an hedging instruments 1,123) 537 1,03
GainsJ{losses) on hedge< iterms attribetable to the hedged risk 1,118 Sai) {117
Ret gainsi(losses) representing ineffective portions of fair value hediges. (7] 144} 3

Fair value hedges: partfolio interest rate risk related #o loans

The Group also apglies fair value hedge accounting to morigage
loan portfolo interest rate rsk. The change in fair value of the
hedged items is recorded separately from the hedged item and is
induded within Other assets on the balance sheat. The fair values

Fair valioe hedge of portfolio of interest rate risk

of outstanding interest rate derivatives designated for thess
hedges a5 of 31 December 2013 were assets of CHF 176 milkion
and lizhilities of CHF 716 million (31 Decamber 2012- assets of
CHF 1 million and liabilities of CHF 1,208 million).

Far the year ended
CHF milfion 311213 11212 nan
Gains/{leszes) an hedging instruments 3] 139 1)
GainsJ{kosses) on hedge< ferms attribetable to the hedged risk [825) (155 £52
Ret gainsi{losses) representing ineffective portions of Tair value hediges. 11 204 -]

Cash flow hedges of forecasted trarsactions

The Group is exposed to variability in future interest cash flows on
nor-trading finandal assats, and liabilities that bear interest at vari-
able rates or are expected to be refinanced or reinvested in the
futwre. The amouwnts and timing of future caxh flows, representing
both principal and interest flows, are projected for each portfolio
of finandal assets and liabilities, based on contractual terms and
cther relevant factors induding estimates of prepayments and de-
faults. The aggregate principal balances and interest cash flows
aoross all portfolios ower time form the basis for identifying the
non-trading interest rate risk of the Group., which is hedged with
interest rate swaps, the maximum maturity of which & 14 years.
The table below shows forecasted principal balamces on which ex-
pected interest cash flows arise as of 31 Decemnber 2013, Amounts
shown in the table below represent, by time bucket, average as-
sats and liabilities subject to forecasted cash flows designated as
hedged itemns in cash flow hedge acoounting relationships.

Asof 31 December 2013, the fair values of outstanding deriva-
tives designated as cash flow hedges of forecasted transactions
were CHF 4,770 million assets and CHF 2,275 million liabilties
amd as of 31 December 2012 the amounts were CHF 7,764 mil-
lion assets and CHF 2,045 million liabilities. In 2013, a loss of
CHF 80 million was recognized in Aet trading income due to
hedge ineffectiveness. compared with a gain of CHF 158 milkon
in 2012 and a loss of CHF 28 million in 2011.

At the end of 2013 and 2012, losses of CHF 18 millon and
gains of CHF 3 million associated with terminated interest rate
swaps were deferred in OO, respectively. They will be removed
from Ol when the previously hedged forecasted cash flows af-
fect net profit or boss, or when the forecasted cash flows are no
longer expected to cocur. Amounts reclassified from OO o Aer
interest income relating to de-designated swaps were 2 CHF 1 mil-
lion reet gaim in 2013, a CHF 4 million net gain in 201 2 and a net
gain of CHF 11 million in 2011

407/570

Fnancial information

oOoOooodn



Financial information
Motes to the consolidated finandal statements

EDINETOOOO

00000000000 0O(E05852)

MNote 14 Derivative instruments and hedge accounting {continued)

Principal balamntes subject to cash flow forecasts

CHF bilion < | year =3 years 35 yeans =10y over 10 years
Assets. (-] F-] 7 il 1
Labibes 7 21 3 i 1]
Ret balance 55 108 M 26 1

Hedges of net investments in foreign operations

The Group applies hedge accounting for certain net investments in
foreign operations. As of 31 December 2013, the positive replace-
ment values and negative replacement values of FX dedvatives
{mainly FX swaps) designated as hedging instruments in net in-
vestment hedge accounting relationships were CHF 104 million
and CHF 102 million, respectively (31 December 2012 positive
replacement values of CHF 103 million and negative replacement
values of CHF 45 million). As of 31 December 2013, the underly-
ing hedged structural exposures in saveral currencies amounted to
CHF 7.2 billion (21 December 2012: CHF 4.8 billion). Hedges of
structural FX exposures in currencies other than the US dollar may
be comprised of two jointly designated derivatives as the foreign
currency risk may be hedged against the U5 dollar first and then
converted into Swiss framcs, the presentation curremcy of the
Group, as part of a separate FX derivative transaction. The aggre-
gated notional amount of designated hadging derivatives as of 31
December 2013 was CHF 13.8 billion in total {31 December 2012:
CHF 9.2 billion) including CHF 7.2 billion notional values related to
USD versus CHF swaps and CHF 6.7 billion notional vakses related
to derivatives hedging foreign currencies {other than the US dallar)
versus the US dollar. The effective portion of gains and bosses of
these FX swaps is transferred directly to OCI o offset foreign cur-
rency translation (FCT) gains and lossas on the net investments in
foreign branches and subsidiaries. As such, these FX swaps hedge
the structural FX exposure resulting i the accumulation of FCT on
the level of individual foreign branches and subsidiaries and hence
on the total FCT OCI of the Group.

LUBS designates certain non-derivative foreign currency fi-
nancial assets and habilites of foreign branches or subsidiaries
as hedging instruments in met investment hedge accounting ar-
rangements. The FX translation difference recorded in FCT OCI
of the non-derivative hedging instrument of one foreign entity
offsets the structural FX exposure of another foreign entity.
Therefore, the aggregated FCT OCI of the Group is unchanged
from this hedge designation. As of 31 December 2013, the
nominal amount of non-derivative financial zssets and liabilities
designated as hedging instruments in such net investment
hedges was CHF 15.5 hillion and CHF 15.5 billion, respectively
{31 December 2012: CHF 16.1 billiom non-derivative financial
aszets and CHF 16.1 billion non-derivative financial lizbilities).
Mo material ineffectivensss of hedges of net investments in for-
eign operations was recognized in the income staterment in
2013, 2012 and 2011.

Undiscounted cash flowes

The table below provides undiscounted cash flows of all derivative
instruments designated in hedge accounting relationships. Inter-
est rate swap cash flows indude cash inflows and cash outflows
of all interest rate swaps designated in hedge accounting relation-
ships, which are either assets or lizhilities of UBS as of 31 Decemn-
[ber 2013. The table indhudes derivatives traded on an exchange or
throwgh a dearing house where the dhange in fair value is setfled
each day, either in fact or in substance, through cash payment of

Drerivatives designated in hedge accounting relationships (undiscounted cash flows)

Due within [ue betseas [iea bartwrn [he bextwasen Do after

CHF bilfon On demand 1 month 1 and Imonths 3 and 12 months 1 and 5 peans Syean Tota
Interest rate swaps

Cah inflows 1] 1] 3 1] 3 16
Cash outfows 1] 1] 1 7 3 13
P swaps ) forsands

Cash inflows 14 14
Cach outfows 14 14
et cash flows 0 '] '] 1 2 0 3
| The table Inclres prees cash blows 392 cast otlioss: of al berest i in bekge 3 relasioresbips, which are either azsets or lkties of LES s of 31 Decorsber 2013,
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MNote 15 Financial investments available-forsale

CHF miion 3.12.13 311212
Financial investments available-for-sale by issuer type
Dbt Instruments
& and g gench 0,761 LUV H
o webich: Suwitzertand a4 158
o webich: LA 17,876 1,740
of which: Unied Kingelom & 089 So42
o webich: Germany &712 £.869
o wabich: fravce 5,601 1592
af webich: Japan 4,865 4
Banks 4,983 4,200
Corporates and ather 1132 2,486
Total debt instruments 58,878 65,659
Equity Instruments [T 572
Total financial Investments available-Forsale 9,535 66,230
Unreslized gains — befors tax m a2
Unrealized (inses] — beore tax (198) {m
Nt unreallzed gains /{losses) - before tax 17 204
Nt unreallzed galns /{losses) - after tax 95 252
CHF milien ¥.12.13 312,12

Financial investments available-for-sale by product type®

Tedal financial Investments available-For-sale 59,523 6,230

407
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Mote 16 Property and equipment

At historical cost hess sccumulated deprediation

IT hardwase:

Own-used Leaschoki and Cther machizes Projects in
CHF milfon properties  improvemmnts  commenication Software  and equipment progress Ay H.a2a2
Etarical eost
Balance at the beginning of e year 8,300 28T 2412 141 bir) &g 16428 #6583
Additions 5 -] F.i ] 53 41 21 1244 1111
Disposals fwite-ofis' (154 [Fans] [E-H] e {17 11} [&T1) o]
Rechissficatinns (225} FiL] 4 EN ] ¥y (1A} [4emm [Thie]
Fanzign cerency transiation 11 & (45 ] 115 23} [178) (B8}
Balance at the end of e year 1570 26T 1,208 1,718 ] 758 18,136 L]
Accumulated depreciation
Balance at the beginning of e year 4660 1912 m 1,308 574 L] 18,524 1,05
[eprecation e 178 31 108 55 0 T34 L]
Impaitment” o L] 1] 15 7 L] a %
Dispasals fite-ofis' (51} (2o 1381) e {17 L] [T56) (&30
Rechissficatinns (223} 4 1] 1} 0 L] [ERETY 155
Fareign carrency ranslation (CH] (35 L] =] 113 L] [124) (55
Balance at the end of e year 4,485 1854 1,841 1374 547 0 18,140 80,504
et book walue at the end of the year®! 3,485 T8 Jg4 344 2 T 5,996 5905
1 Inchieies e ot o fully mafs > Impalineeen charges recarded In 3013 relne i aseis for whith the recowrable amourt was defemnined bassd o valve-inse jucosentie anoent o fe ncaled
i CHF 36 milken Improvements, O5F & millzn Srhware, CHF | ll:ﬂi‘.nd‘hunlqrrﬂ 1Thl'h|tn.nuuhdm-lquﬁnmuﬂllhndilm
ﬁu&ﬂuhmlrmum-ﬂr—ﬁummm.?ﬁﬁ 3,-mﬁ.1m-|mmnpmpmh amguried i apzend sy CHF 04
Investment properties at fair value
CHF milfion M.1213 1212
Balance at the beginning of e year 2% 0
Additions T ]
Sales o 1]
Revalusfinre (18} -]
Rechssfications (81} 5
Fanign cersency translation o 1]
Balance at the end of the year 10 ]
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MNote 17 Goodwill and intangible assets
Introduction

UBS performs an impairment: test on its goodwill assets on an an-
nual basis, or when indicators of impairment exist. UBS considers
the sagments, a=s reported in “Mote 2 Segment reporting,” as
separate cash-generatimg units (CGU). The impairment test is per-
formed for each segment to which goodwill is allocated by com-
paring the recoverable amount, based on its value-in-use, to the
camying amowunt of the respective segment An impairment
charge is recognized if the carmying amount exceeds the recover-
able amount. As of 31 December 2013, total goodwill recognized
on the balance sheet was CHF 5.8 billion, of which CHF 1.3 bil-
lige, €HF 2.1 hillion and CHF 1.4 billion was carried by Wealth
hanagement, Wealth Management Americas and Global Assst
hanagement, respectively Based on the impairment testing
miethodology described below, UBS conduded that the goodwill
balances as of 31 December 2013 allocated o these segments

remain recoverzhle.
Methodology for goodwill impairmant testing

The recowerable amounts are determined using a discowrted cash
flowr maodel, which has been adapted to use inputs that consider
features of the banking business and its regulatory emvironment.
The recoverable amount of a segment is the sum of the discount-
ed eamings attributable to sharehclders from the first five fore-
casted years and the terminal value. The terminal value, which
covers all periods beyond the fifth year, is caloulated on the basis
of the forecast of fifth-year profit, the discount rate and the long-
term growth rate and is adjusted for the effect of the capital a=-
sumed to be needed to support the perpetual growih implied by
the long-term growth rate. The camying amount for each seg-
ment is determined by reference to the Group’s equity attribution
framework. Within this framework, which is descibed in the
“Capital management™ section of this report, the Board of Direc-
tors (BoD) attributes equity to the businesses after considering
their risk exposure, risk-weighted assets and leverage ratio de-
nominator usage, goodwill and intangible assets. The total

EDINETOOOO
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amount of equity attributed to the business divisions can differ
from the Group's actual equity during a given period. The frame-
wiork i primarily used for purposes of measuring the performance
of the businesses and includes certain management assumpions.
Aftributed equity equalks the capital that a segment requires to
conduct its business and is considered am appropriate starting
point from which fo determine the camrying value of the seg-
ments. From 1 January 2013, attributed equity undempinming
goodwill and intangible assets that arose from the PaineWebber
acquisition is reported in Corporate Center — Core Functions. For
the purpose of the impairment test, the amount of goodwill and
intangible assets related to this acquisition is allocated back to the
respective  business divisions when calculating the camying
amounts, such that the treatment is consistent with previous
years. The attributed equity methodology is aligned with the busi-
ness planning process, the imputs from which are used in caloulat-
ing the recoverable amounts of the respective CGL.

= Refer to the "Capital management” section of this repart for
more information an the squity attribution framework

Assumptions

Waluation parameters used within the Group’s impairment test
miodel are linked to external market information, where applica-
ble. The model used to determine the recoverable amount is most
sansitive to changes in the forecast eamings available to share-
holders in years ane to five, to changes in the discount rates, and
to changes in the long-term growth rate. The apphed long-term
growth rate is based on long-ferm economic growth rates for dif-
ferent regions waorldwide. Earnings available to shareholders are
estimated based on forecast resulis, which are part of the busi-
ness plan approved by the BoD.

The discount rates are determined by applying a capital-asset-
pricing-model-based approach, as well as considering quantita-
tive and qualitative imputs from both internal and external ana-
lysts and the view of . Based on this approadh,
discount rates for all CGU have decreased by 1% compared with
last year.
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Financial information
Motes to the consolidated finandal statements

MNote 17 Goodwill and intangible assets (continued)

Kay assumiptions wsad to determine the recoverable amouris of
each segment are tested for sensitivity by applying a reasonably
possible change to those assumptions. Forecast earnings avaiable
to shareholders were changed by 10%, the discount rates were
changed by 1% and the long-term growth rates were changed by
0.5%_ Under all scenarios, the recoverable amounts for each seg-
ment exceeded the respective carrying amount, such that the rea-
sonably possible changes in key assumptions would not result in
impairment.

If the estimated earnings and other assumptions in future peri-
ods deviate from the current outlook, the walue of cur goodwill
may become impaired in the future, giving rise to losses in the in-
come statement. Recognition of any impairment of goodwill
would reduce IFRS equity atiributable to UBS shareholders and net
profit. it would not impact cash flows and, as goodwill is required
to be deducted from capital under the Basel capital framework, no
impact would be expected on the Group total capital ratios.

In 2012, an impairment test was performed as of 30 Septem-
ber 2012 with respect to the Investment Bank becauss indicators
of impairment were present for that cash-generating wnit. These
indicators induded negative variances from planned perfor-

Discount and growth rates

mance, preliminary discussions regarding changes in strategy for
the Investment Bank and revised business plan information tak-
ing imto account changes in market conditions and the global
economic outlock. The impairment test was based on the busi-
ress plan approved by the Board of Directors on 29 October
2012, As a result of this impairment test, losses were recognized
in the income statement relating o a full impairment of CHF
3,030 million for goodwill in 2012, Additional assets were exam-
ined to determine whether their carrying values exceeded their
recoverable amounts. Impairment bosses of CHF 15 million were
recognized in the income statement for other intangible asssts
and CHF 19 million for property and equipment, both in 2012.
These impairment losses were recognized in the kvestment
Bank= 2012 operating results as Impairment of goodwill, Amor-
tization and impairment of intangible assets. and Depredation
and impairment of property and eguipment. In 2013, these im-
pairment losses were refrospectively allocated to Corporate Cen-
ter — Mon-core and Legacy Partfolio.
= Refer to "Note 1b Changes in accounting polities, comparability
and other adjustments” for more information on the creation of
Corporate Center - Mon-core and Legacy Portfolio

Discoent raies
311213

Growth rates

EYRFA k) EiNFRE] 3242

CHE milfion Total  lfmstuchwe  rights and othes Tetal ETRFRE! 3212
Histarieal ezt

Balance at the begining of e year 5940 a6 m 1,468 7417 10,641
Additions afsments! A ;m m 9 1
Dispasaly 1] 28] 128) (35} 4]
Viite-of 0 {2,110
Fanzign cemency transiation 141y 18 1201 138] (178} 124
Balance at the end of e pear 5840 &8 62 1,441 7281 1417
acrumulated amentization and Impaiment

Ealance at the beginning of e year A 532 o6 455 7T
Amarization F a4 i 79 8
impaitmest’ 3 3 1 1047
Dispasaly 28] [28) (28} ]
Viite-of 0 {2,110
fareign corency translation (k] [ 21 [21) m
Balance at the end of e pesr (] 47 543 550 00 956
Het hook value 3t the end of the year 5840 231 0 451 6,201 6461

|Iﬂx_lh1h it af Lini evestimentos;, which was completed I 2003, Refer 1o " Kt 31 Business comil ratims ™ for maee Ieloimation.  » Impainment chasges recoeded i 20432 relxe o i for
which m:nuwmdm {recrerable

410
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MNote 17 Goodwill and intangible assets (continued)
The following table presents the disclosure of goodwill and intangible assets by segment for the year ended 31 Decemiber 2013,

Weat
Vérath  Manage=ent ol Azset
Manzg americas | Bk hasag Ceorporate Canter uBs
Mor-coee asd

CHF milian Cove Fundlions  Legary Partfukn
Goodwil
Balznce at the beginning of e year 1,304 ERIE] 1422 5848
Addilions.f adjust=ents [y 5 : |
Dispusals [0 ]
impairme=t 0
Fareign cemency tianslation [iF:] (k] =] 134 1141}
Balance at the end of the year 1,281 311 a4 1,386 5842
Intangibde assets
Balznce at the beginning of e year 5 m %0 T 6 4 513
Mdditions 1 L] 13 n
Disposals (1 il
Amorization (4 =] [iE] 1] 4] [} o]
mpaimest ] m
Fangign cementy transtation 1 (&) =0 i1} o AL
Balance at the end of the year 50 267 9 5 15 ] 4531
1 Gznodvll| A an auiton macde prior o the adagsion of |FFS 3 frevissd 3000 was sybsecgeerly adjesed doe ioa crange in fie amous: of o i = Fiekied b Thee acquistiion of Lini
o5, which was compited In 2013 Refer 15 “Moie 31 Business comé * for mase Ik
The estimated, aggregated amortization expenses for intangible assets are as follows.
CHF millian Imtangible 2zpe
Estimated, aggregated amortization expenses far:
a0nd ™
s T
i) ] "]
7 LT3
e 50
019 and thamnafte 101
Mot amartized due fo indefinite useful e -]
Total 451
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MNote 18 Other assets"

EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

CHE milfon FYRFRE] FTRFXF]
Prime hockerage secrivables? 11,178 [T
Recrui=ent Inans 1o Snancial advisors 1M 1967
Coher lnass tn fnasdal advsores 158 a7
Azerued inbesest income: an 753
L profE iy
Prepaid axperses uns 1.1
Het defised benst pension and post-e=ployment assets? 453 0
Settlemes2 and deavisg accouess a8 s
VAT and other tax receivables id 34
Propersies and other nos-cerrent asets hedd for sabe 113 117
Coher 1,668 04
Total other assets 0,228 17,244

1 1 2013, changes I the presentation of This Moie were mode. Aooued lnoome and
0 fArancil adsisrs, Other kaans o fAnancil aseisoes, Acoreed innenes: Income, Acmusd Inoome = other and Frepaid eqerses wiich s peky
Milkﬂlmhl'mll_hutn.wljhpuhnl-lﬂﬂhldpn'“xisl n—hlamzmlqdusqmnhn

eyl expEras 2R e longe pesered

2% @ spans D ke on the balance saee bt urder Oiber awes Reoukment oas
dhecioees prader Aceed Income and

L,
h'ﬂlhl:lq-;.h

ernied
e

comparat iy ¥ for mome 2 Filme 0 saftiemons, cusady, jap porting
acmes mutiple Ese casses The bolaroe b mainly comprised of mongin kerding receiabies. - Riefer a0 *Mame 23 Perskon and ofter pod-employment benelt plore” dx more Inforation.
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Balance sheet notes: liabilities

Mote 19 Due to banks and customers

CHF milfon EIRFRE 242
[ue 1o banks 11,862 pefiv
[Due 1o costomens: demand deposils 178572 162,954
e 10 cestomens: fme deposits 4T 126 51,266
[ue 1o cestomens: fduciany depesits 21,459 24,984
e 1o cestomens: setai savings depasies 145 068 134,255
Total due fo 390,525 273,459
Total dse to banks and cstomens 403586 3o, 483
Mote 20 Finandial liabilities designated at fair value
CHF milfan LiRFRE a2z
Mon-structuned foed-raie bonds 3664 4,845
Structured debt instrements Ssued:
Enquitylinked 32,835 5,259
Credit-lizked 8179 6,382
Feates-inked 14,488 18,593
e - 4,241
Structured ower-the-counter debit instruments:
Erquitylinked 3470 7959
i 4 839 5,784
Reporchaue agreement 157 1,672
Loan commitments? 44 161
Total 85,501 &1,801
oif it v creckt o vl Fabdities designaded at fair value 57 292
1 B inchides roremraciuned mneinbed det i 7 loamc gnized a5 *Financial lazities desigraded af falr vabus™ il 2rwn and recqried & lvare. See Kot a) 31 for adskizral

As of 31 December 2013, the contractual redemption amount at
maturity of Financial liabilities designated ar fair value through
profit or boss was CHF 0.3 billion higher than the camrying value.
Az of 31 December 2012, the contractual redemption amount at
maturity of such liabilities was CHF 0.2 bilkon higher than the car-
ryimg value.

#s of 31 December 2012 and 31 Decernber 2012, the Group
had CHF 82,901 millicn and CHF 91,901 million, respectively, of
financial liabilities designated at fair value comprised of both
Swiss franc and non-Swiss franc-denominated fixed-rate and
floating-rate debt.

The table on the following page shows the contractual matu-
rity of the carrying valuwe of finandial liabilities designated at fair
value, split betwesn fixed-rate and floating-rate based on the
contractual terms and ignoring any early redemption features. In-
terest rate ranges for future interest payments related to these fi-
randal lizkilities designated at fair value have not been indluded
in the table below as a majority of these liabilities are structured
products, and therefore the fubure interest payments are highly
dependent upon the embedded derivative and prevailing market
conditions at the time each interest payment is made.

= Refer to “Mote 27b Maturity analysis of finandal Rabilities® for

maturity information on an undiscounted cash flow basis

113
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Motes to the consolidated finandal statements

Mote 20 Finandal liabilities designated at fair value (comtinued)

Contractual maturity of carrying value

Todal Total

CHF milfan, excepd whane indicated 04 2015 206 07 2018 2192023 Bewafter 31212 EIRFRF]
VBSAG (R Bak) | | e
Mor-subardinated debt

Fred-rate: 1,555 1,881 1,361 2837 gan 1275 2708 15,431 1284

Fleating-rate 14,057 944 6,522 1412 3293 5,005 &126 43,60 62,551
Subdntal 17512 11,126 iy 6,049 4,277 1,380 10,915 B5,191 2405
Subsidiaries
B L eSS 1811

Frd-rale 4 15 -3 T uz 175 788 1,488 1,733

Floating-rale mn 511 m AEE 4 557 M4 1,243 5m
Subtatal 783 &35 67 135 506 kEH 1,052 4,710 1006
Total 18,365 11,762 0,145 6,784 4,733 8,112 11,966 83,901 91,901
Mote 21 Debt issued held at amortized cost
CHF milfon EIRFAE 1212
Ceriificates of deposit 15811 11,153
Commerdal paper 2,981 1,782
(Ceher short-term debit 862 13,548
Short-term debt 27,633 32453
Mon-structumed foed-rate bosds 17417 3,341
Coraered bonds 14,341 15,116
Subardisated debt 11,040 11,848

o wihich; Suvts SRE Base! 01 dove-trigger ks sbsonbing capital 4710 3858
[Debst issued hrough the central band isstitutions. of the Swizs regional or caniosal basks s ) 1,585
Medum-term nobes 119 1.241
(e longrters debit 1any 5112
Long-term debt 53553 T4
Total diebit Esued hebd at amortized cost! 01,585 104,837
1 et of bifurcied embesded desheatiess with 2 ner regaee fairwise of OF 160 milbon 2 of 31 Detember 2013: In 2313, thie oong prlazAgen acied, On & coneched bosks, & of 31 Decernber 2012,

s deivasives bad ame negave falr waiue of CHF 118 millon

The Group uses interast rate and foreign enchange desivatives
to manage the risks inharent in certain debt instruments hald
at amortized cost. In certain cases, the Group applies hedge
accountimg for interest rate risk as discussad in Mote 1a) 15) and
"Mote 14 Derivative instruments and hedge accounting.” As a re-
sult of applying hedge accounting, the carrying value of debt is-
sued ncreased by CHF 1,119 million and by CHF 2,608 million as
of 31 December 2012 and 31 December 2012, respectively, re-
flecting changes in fair value due to interest rate movernenis.
Subordinated debt are unsecured chbligations of the Group
that are subordinated in right of payment to all other presant and
future ind=btedness and also to certain other obligations of the
Group. &s of 31 December 2013 and 31 December 2012, the
Group had CHF 11,040 million and CHF 11,848 million, respec-

414

tively, of subordinated debt, which induded CHF 4,710 milkion
and CHF 3,656 million of Swiss SRE Basel Il low-trigger loss ab-
sorbing capital a5 of 31 Decemibber 2013 and 31 Decemiber 2012,
respectively. The majority of the subordinated debt cutstanding ==
of 31 December 2013 were fixed-rate issuances, with the remain-
der paying floatingrate interest based om three-month or sic-
mionth London Interbank Offered Rate (UBOR). Both the fixed-
and floating-rate instruments provide for a =single principal
payment upon maturity.

As of 31 Decemnber 2012 and 31 December 2012, the Group
had CHF 70,546 milliom and CHF 92,989 million, respectively, of
non-subordinated debt issued held at amortized cost, comprised
of both Swiss franc- and non-Swiss franc-denominated fixed-rate
and floating-rate debt.
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MNote 21 Debt issued held at amortized cost (continued)

The following table shows the contractual maturity of the carmy-
ing value of debt isswed, split between ficed-rate and floating-rate
based oni the contractual terms and ignoring any early redemp-
tion featwres. The Growp uses interest rate swaps to hedge the

majority of fimd-rate debt fssued, which changes their repricing
characteristics into those similar to floating-rate debt.
= Refer to "Note 27b Maturity analysis of financial liabilities™ for
maturity information on an undiscounted cash flow basis

Contractual maturity dates of carrying value

CHF milfon, e whene indioated 4 2015 2016 0T 28 2019-2023 Teaeafie !i.1rin.|i.!I ;|.1;n.'i.z|
MBS AG (Parent Bank)
L0323 AL AR AR SSRAR 1105

Fooed-raie: 25023 6,154 533 7482 5,753 8250 1384 55,381 TL51

Imtesest rtes range in %) O-EE 0325 0-54 -59 Da4-68 349 o-24

Floatng-raie 5661 & 131 2,150 T.588 9,198
Subardinated debt

Fowed-mie 3 =5 1,205 653 1] 5207 2368 10,805 11,157

4308
235 [=r)
5,543 8,409 98,557

Fimed-rate 2465 Fi 540 141 3 F.1] 1 3178 6,150

Intenest rates {range in %) [ 21 ] i s Lis:1i] 1] a i}

Hoxing-mte 1 1 129
Subbotal 2 465 ki = 1h] 141 4 X0 1 3177 (Wi i)
Total 33536 1050 1,208 BaTT 5,757 13,713 5,544 &1, 586 104837
MNote 22 Provisions and contingent liabilities
a) Provisions

Litigatios, Loen com-

Opesatinal m Restruc- ::;;—B Employes Todal Total
CHF mian rigks! matters® furing amees  Real pztate benefils Ooher 31213 ¥MA242
Balance at the beginning of e year L] 1,432 511 B4 178 144 53 1538 168
Additions fram acquired companies o ar i} 1] [i] [i] ] B [}
Increase in provisions recognized in the income statempst ko] 1, T &01 4 4 ] 134! 1549 3130
Peleae of provisi grized in e income (10 [=E] [=1] 16 2 127 L. (238} 3
Provisions used in co=formity wish designated purpose (1) {417 2490 1] 22 {22) [L1] {1,455} {2.102)
Capitalived reirstatement casts o o i} 1] 5 [i] [i] ] (4}
Fectasifications o (&) 1] 1) a a 28 2 ]
Foreign comency tanshition ! umsind of discount 1] (1251 [L=]] 1] k] L] {1} [108) [1dy
Balance at the end of the year 45 1,632 [T 1 157* g 05 1am 2516

1 Compiss| o ioases resating Trom seouety rkis 292 TaEacton ‘Compriws provisions for lomes msuling iem Viabiky andl compliance riss. :ulnﬂ'l it of Link:
Imﬁh'“ﬂmm‘hﬂlﬁmlwdﬂﬁIﬂnlﬂhﬂlmm = lnchuies L

of CHF 104 millon 5 of 31 December 3013 (31 December 3013 CKF 243 milbor) and peosisions fo mhmd“mﬂh:dﬂmmlsmunﬁrml:uFmJ’rrlH.
& Includes erstaienent costs Tor leasshakd «of CHF 95 miflion a5 of 31 Decorsber 2013 (31 Deoembser 708 & CHF 97 mill comtiads of CHF 62 million 5 of 31 Decem-
e 2013 (31 Deoamber 3003: CHF B 1 millon). 1mmhﬂﬂdmuﬁuﬂxmhmﬂﬂnuﬁdmm
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Restructuring prowisions primarily relate to onenous lease con-
tracts and severance amounts. The utilization of onerous lease
prowisions is driven by the maturities of the wnderdying lease
contracts, which cover a period of up to 11 years. Severance re-
lated provisions are utilized within a short time period, usually
within six months, but potential changes in amount may be trig-
gered whien natural staff attrition reduces the number of pecple
affected by a restructuring and therefore the estimated costs.

b Litigation, regulatory and similar mathers
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Infarmation on provisions and contimgent lizbilities in respaect
of Litigation, regulatory and similar matters, as a dass, is induded
in Mote 226, Further information on the nominal principal amount
of Loan commitments and guarantses, representing our maxi-
murm exposure to credit risk, is disdesed in the “Credit risk” sac-
tion of this report. Thers are no material contingent lisbilities as-
socigted with the other classes of provisions.

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

Such matiers are subject to many uncertainties and the out-
come is often difficult to predict, particularly in the earlier stages
of a case. There are also situations wihere the Group may enter
into & setlement agreement. This may ocowr inorder to avcid the
expense, management distraction or reputational implications of
continuing o conbest Kability, even for those matters for whidh
the Group believes it should be exonerated. The uncertainties in-
herent in all such matters affect the amount and timing of any
potential cutflows for both matters with respect to which provi-
sions have been established and other contingent liabdities. The
Group makes provisions for such matters brought against it when,
in the opinicn of management after seeking legal advics, it is
more likely than not that the Group has a present legal or con-
structive obligation as a result of past events, it is probable that an
outflow of resources will be required, and the amount can be reli-
ably estimated. If any of those conditions is not met, such matters
result in contingent liakilities.

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

exposures.

In the case of certain matters below, we state that we have
established a provision, and for the other matters we make no
such staterment. When we make this statement and we expect
disclosure of the amount of a provision to prejudice serioushy our
position with other parties in the matter, because it would revesl
what UBS believes to be the probable and reliably estimable out-
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flowy, we do not disclose that amount. In some cases we ane sub-
ject to confidentiality obligations that predude such disdlosure.
With respect to the matters for which we do not state whether
we have established a provision, either {3} we have not estab-
lished a provision, in which case the matter is treated as a contin-
gent liability under the applicable accounting standard or (B} we
have established a provision but expect disclosure of that fact to
prejudice sericusly our position with other parties in the matter
because it would reveal the fact that UBS believes an outflow of
rescurces to be probable and reliably estimable.

With respect to certain Ftigation, regulatory and similar mat-
ters as to which we have established provisions, we are able to
estimate the expected timing of cutflows. However, the aggre-
gate amount of the expected outflows for those matters for
which we are able to estimate expected timing = immatenial rela-
tive to cur current and expected levels of liquidity over the rele-
vant time periods.

The aggregate amount provisioned for [figation, regulatony
and similar matters as a class is disclosed in Mote 222 above. It i
not practicable to provide an aggregate estimate of liability for
our litigation, regulatory and similar matters as a class of contin-
gent kabilities. Doing =0 would require us to provide speculative
legal assessments as to claims and proceedings that imvolve
unigue fact patterns or novel legal theories, which have not yet
been initizted or are at early stages of adjudication, or as to which
alleged damages have mot been quantified by the caimants. Al-
though we therefore cannot provide 2 numerical estimate of the
future losses that could arise from the dass of [figation, regula-
tory and similar matters, we can confirm that we believe that the
aggregats amount of possible future losses from this class that are
mare tham remote substantially exceeds the level of current provi-
Sicns.

The risk of loss assodated with litigation, regulatory and similar
matters is a component of operational risk for purposes of deter-
mining our capital requirements. Information concerning our
capital requirements and the calculation of operational risk for
this purpose is induded in the “Capital management™ and “Risk
management and control ™ sections of this report.
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Provisions for litigation, regulatory and similar matters by segment’
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Corposate
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1. Inquiries regarding cross-border wealth management
businesses

Following the dsdosure and the settlement of the US oross-border
matter, tax and regulatory awthorities in a number of countries
hawe made inquiries and sarved requests for information kocated in
their raspective jurisdictions relating to the cross-border wealth
management serices provided by LBS and other finandal institu-
tions. As a result of mvestigations in France, in May and kune 20132,
respectively, UBS (France) 5.A. and LBS AG were put under formal
examination (“mise en examen™) for comphcity in having ilkcitly so-
licited chents on French temitory, and were declared witness with
legal assistance (“témoin assistd”) regarding the laundering of pro-
ceeds of fax fraud and of banking and financial solicitation by un-
authorized persons. In Juna 2013, the French banking supendisory
authority’s disciplinary commission reprimanded UBS (France) 5.A.
for having had insufficiencies in its control and compliance frame-
work arsund its cross-border activities and “know your customer”™
obligations. It imposed a penalty of EUR 10 million, and a provision
in that amount is reflected on our balance sheet at 31 December
2013. In Germany, several authorities have been conducting imves-
tigations against UBS Deuischland AG, UBS AG, and against cer-
tain employees of these entities concerning certain matters relating
to our cross-border business. UBS is cooperating with thase au-
thorities within the limits of financial privacy obligations under
Swiss and other applicable laws. Seilement disowssions have com-
menced with respect to the German investigations.

2. Lelhman principal protection notes

From March 2007 throwgh September 2008, UBS Fnandal Services
Inc. {LUBSFS) sold approximately USD 1 billion face amount of struc-
tured notes issued by Lehman Brothers Holdings knc. (Lehman), a
majority of which were referred to as “principal protection notes,”
reflecting the fact that while the notes' reburn was in some manner
linked to market indices or other measures, some or all of the inves-

and Fesall B Copoeate, and prosions for the marier desorized in hem &

tor's prindpal was an uncenditional obbgation of Lehman as isswer
of the notes. Based on its role as an underwriter of Lehman struc-
tured notes, UBSFS was named as a defendant in a putative dass
action asserting violations of disclosure provisions of the federal sa-
curities laws. In August 2013, UBSFS agreed o a proposed USD 120
million settament of the case, which was approved by the Court in
December 2013. Previously, certain of the other underwriter defen-
dants and the former officers and directors of Lehman reached
separate settlements regarding the same case. UBSFS also has been
named in nurmercass indevidual cvil suits and customer arbitrations,
a small number of which were pending as of 31 December 2013.
The individual customer daims, some of which have resulted in
awards payable by UBSFS, relate primarily to whether UBSFS ade-
quately disclosed the risks of these notes to its customers.

Our balance sheet at 31 December 2013 reflected a provision
with respect to pending arbitration matters desoibed in this
iterm 2 in an amouwnt that UBS believes to be appropriate under
the applicable accounting standard. As in the case of other mat-
ters for which we have established provisions, the future outflow
of resources in respect of this matter cannot be determined with
certainty based on currently available information, and accord-
ingly may ultimately prove to be substantially greater (or may be
lezs) than the provision that we have recognized.

3. Claims related to sales of residentizl mortgage-backed
sacurities and maorigages

From 2002 throwgh 2007, prior to the oisis in the US residential
loan market, WBS was a substantial issuer and undenariter of US
residential mortgage-backed secunities (RMBS} and was a pur-
chaser and saller of US residential mortgages. A& subsidiary of UBS,
UBS Reeal Estate Securities Inc. (UBS RES]), acguired pools of resi-
dential mortgage loans from originators and (through an affiliate)
deposited them into securitization trusts. In this manner, from
2004 through 2007, UBS RES| sponsored approcimately USD:
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MNote 22 Provisions and contingent liabilities (continued)

80 billion in RMES, based on the original prindpal balances of the
seourities sswed.

UBS RESI alsa sold pools of loars acquired from originators to
third-party purchasers. These whole boan sales during the period
2004 through 2007 totaled approsmately USD 19 billion in arigi-
nal principal balance.

We were not a sgnificant originator of US residential loans.
A subsidiary of UBS onginated approximately USD 1.5 bilion in
US residential morigage boans during the period in which it was ac-
tive from 2006 to 2008, and securitized less than half of these loans.

Securities lawsuits conceming disclosures in RMES offering doc-
uments: UBS & named as a defendant relating to its role as under-
writer and issuer of RMBS in a large number of lawsuits related to
approximately USD 13 killion in original face amownt of RMBS un-
derwritten or issued by UES. Some of the lawsuits are in thair eary
stages and have not advanced beyond the motion to dsmiss phase;
others are in varying stages of discovery. Of the USD 13 bilkon in
original face amount of RMES that remains at issue in these casas,
approximately USD 3 billion was issued in offerings in which a UBS
subsidiary transferred underlying boans (the majority of which were
purchased from third-party orginators) into a securitization trust
and made rapresentations and warranties about those loans (UBS-
sponsored RMES). The remaining USE 10 billion of RMBS to which
thesa cases relate was issued by third parties in securitizations in
which UBS acted as underwriter (third-party RMBS).

In connection with certain of these lawsuits, LUBS has indemni-
fication rights against surviving third-party issuers or originators
for losses or liabdities incurred by UBS, but UBS cannot predict the
extent to whidh it will succeed in enforcing thase rights. A dass
action settlement announced in April 2013 by a third-party issuer
recerved final approval by the district cowrt in December 2013,
The settlement, which is subject to appeal. reduced the criginal
face amount of RMES at issue in these cases from USD 37 billion
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to USD 12 billion, and the original face amount of RMBS at: issue
in cases inwohing third-party issuers from USD 24 billion to USD
10 killion, a5 noted above. The third-party issuer will fund the
sattlerment at no cost to UBS. In January 2014, cerfain objectors to
the settlement filed a notice of appeal from the district courts
approval of the settlement.

In 2012, a federal court in New Jersey dismissed with prejudice
on statute of limitations grounds a putative dass action lawsuit
that asserted viclations of the federal securities laws against vari-
ous LBS entities, among others, in connection with LSD 2.6 billion
in original face amount of UBS-sponsored RMES. I September
2013, the US Court of Appeals for the Third Circuit affirmed the
district court's dismissal with prejudice, and in October 2013 the
Court of Appeals denied plaintifs” petition for en banc review:

Loan repurchase demands relsted to sales of mortgages and
RAES: When UBS acted as an RMBS sponsor or morigage seller,
we generally made certain reprasentations relating to the charac-
teristics of the underlying loans. In the event of a material breach
of these representations, wie were in certain circumstances confrac-
tually obligated 4o repurchase the loans to which they related or o
mdemnify certain parties against losses. UBS has received demands
to repurchase US residential martgage loans as to which UBS made
certain representations at the time the loans were transferred to
the securitization trust We have been notified by certzin institu-
tional purchasers and insurers of morigage loans and RMES of their
contention that possible breaches of representations may entile
the purchasers to require that LIBS repurchase the koans or to other
relief. The table below summarizes repurchase demands received
by UBS and UBS'S repurchase activity from 2006 through 5 March
2014. In the table, repurchase demands characterized as Demands
resolved in litigation and Demands rescinded by counterparty are
considered to be finally resohved. Repurchase demands in all other
categories are not finally resolved.

Loan repurchase demands by year received - ariginal prindipal balance of loans!

LD million 006-2008
Resoheed demands

Mirtual or agreed loan repurchases ! male whole payments by UBS 12
[ g rescinded by « party 110
[Demanids resolved in litigation 1

Demands expected to be resolved by third parties

Diemands resclved ar eepectes 1o be resolved through eeforcement of

indernification rights against thisd-pary orignators

Demands in dispute

Demands in litigation

Demands in seview by LIES

Demands rebrefted by UBS but sot yet rescindied by aurderparty

Total 122

2014, through
Wl W0 M a2 213 % March Tatal
1 1
104 W e ™
n n
bl 1 a5 120 w0 »1
W6 T 1,040 1118

2 2 1 e

1 1 1 17 515 3 LT
205 3 1084 1424 18 ] 1835

1 Leaes subretied by mekiple coenterpartios ane counied only once.
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Fayments that UBS has made or agreed to make to date o resole
repurchase demands equate to approzimately 62% of the original
principal balance of the related loans. Most of the payments that
UBS has made or agreed to make to date have related to so-called
“Option ARM"™ loans; severity rates may wary for other types of
loans or for Option ARMS with different characteristics. Actual
losses upon repurchase will reflect the estimated value of the keans
in guestion at the time of repurchase as well as. in some cases,
partial repayment by the borrowers or advances by servicers prior
to repurchase. i s not possible to predict future lossas upon repur-
chase for reasons induding timing and market uncertainties.

In most instances in which we would be required to repurchase
loans due to misrepresentations, we would be able to assert de-
mands against third-pariy koan originators who provided representa-
tions when seling the related loans fo UBS. However, many of these
third parties are insolvent or no longer exist. We estimate that, of the
total original principal balance of loans sold or securitized by UES
from 2004 through 2007, less than 50% was purchased from sundv-
ing third-party originators. In connection with approximately 0% of
the loans {by original principal balance) for which UBS has made
payment or agreed to make payment in response to demands re-
ceived in 2010, UBS has asserted indemnity or repurchase demiands
against cnginators. Since 2011, UES has advised certain surviving
originators of repurchase demands made against UBS for which UBS
would be entifled to indemnity, and has asserted that such demiands
showld be resolved directly by the originator and the party making
the demand.

We cannot reliably estimate the level of futune repurchase de-
miands, and do not know whether our rebutials of such demands
will be a good predictor of future rates of rebuttal. We also can-
nct reliably estimate the timing of any such demands.

Lawsuits related to confractual representations and warranties
conceming mortgages and AMES: [n 2012, certain AMES trusts filed
an action in the Southern District of Mew York {Trustes Suit) seeking
to enforce LIBS RESI's obligation to repunchase loars with an original
principal balance of approximately USD 2 bilkon for which Assured
Guararty Municipal Corp. [Assured Guaraniy), a financial guaraniy
insurance company, had previously demanded repurchase. The case
i5 in discovery. Related litigation brought by Assured Guaranty was
resohred in Bay 201 3. With respect o the loans subject to the Trust-
ee Suit that were originated by institutions still in existence, UBS
intends to enforce its indemnity rights against those institutions. At
this time, UBS does not axpect that it will be required to make pay-
ment for the majority of loan repurchase demands at issue in the
Trustee Suit for at least the following reasons: (1) we reviewed the
origination file and’or servicing records for the loan and conduded
that the allegations of breach of representations and wasrantias are
urfounded, or {2) a surviving originator is contractually lisble for
any breaches of represantations and warranties with respect to
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loans that it originated. UBS has indemnification rights in connec-
tion with approximately half of the USD 2 billion in onginal principal
balance of loans at issus in this suit (reflectad in the “Demands in
[tigation™ category in the table abowe).

In 2012, the FHFA, on behalf of Freddie Mac, filed a notice and
sumimions in Mew York Supreme Court intizting suit against UES
RES for breach of contract and dedaratory relief ansing from al-
leged breaches of representations and warranties in connection
with certain mortgage loans and UBS RESI's alleged failure to re-
purchase such mortgage loans. The complaint for this suit wes
filed in September 2012. The lawsuit seeks, amang other relief,
specitic perfformance of UBS RESKs alleged loan repurchase obli-
gations far at least USD 94 million in original principal balance of
loans for which Freddie Mac had previously demanded repur-
chase: no damages are spedified. In June 2013, the Court dis-
missed the complaint for lack of standing, on the basis that only
the RMBS trustee could assert the daims in the complaint, and
the complaint was undear as to whether the trustes was the
plaintiff and had proper authority to bring suit. The trustee filed
an amended complaint in June 2012, which UBS moved to dis-
miiss in July 2013. The motion remains pending.

In December 2013, Residential Funding Company LLC (RFC)
filed & complaint in Mew York Supreme Couwrt against UBS RESI
asserting claime for breach of contract and indemnification in
connection with lcans purchased from UBS RES| with an criginal
principal balance of USD 480 million that were securitized by an
RFC affiliate. This is the first case filed against UBS seeking dam-
ages allegedly arising from the securitization of whaole loans pur-
chased from UBS. Damages are unspecified.

W also have tolling agreements with certain institutional pur-
chasers of RMBS concerning their potential claims related to sub-
stantial punchases of UBS-sponsored or third-party RBABS.

As reflected in the table below, our balance sheet at 31 De-
cember 2013 reflected a prowision of USD 807 million with re-
spect to matters described in this item 3. As in the case of other
miatters for which we have established provisions, the future out-
flow of resources in respect of this matter cannot be determined
with certainty based an currently available information, and ac-
cordingly may ulimately prove to be substantially greater (or may
e less) than the provision that we have recognized.

UBS has received requests from both the Spedal Inspector
General for the Troubled Asset Relief Program (SIGTARF) (who is
working in conjunction with the US Attorney's Office for Con-
necticut and the US Department of Justice, Criminal Division,
Fraud Section) and the SEC for information relating fo its practices
in connection with purchases and sales of mortgage-backed secu-
rities. We are cooperating with the authorities in these matters,
which are in an early stage. Numerous cther banks reportedly
have received similar requests.
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Provigion for dlaims related to sales of residential mortgage-backed securities and mortgsges

LD il

Balance at the beginning of e year

Increase in provision recognized in the income statement
Releana of provizion recognimed in the iscome stabemest
Provision wsed in condonmity wilh desigated penpase
Balance at the end of the year

M.1213 302102
E58 ]
1,358 554
(1) o
{1,208} a
207 58

4. Claims related to UBS disdosure

A putative consclidated class action has been filed in the United
States District Court for the Southern District of Mew York against
UBS, a number of current and former directors and senior officers
and certain banks that underwrote UBS's hay 2008 Rights Offer-
ing (including UBS Securities LLC) alleging viclation of the US se-
curities laws in connection with UBS's disdosures relating to UBS's
positions and losses in mortgage-related securities, UBSS posi-
tions and losses in auction rate securities, and UBS's LS oross-
border business. In 2011, the court dismissed all daims based on
purchases or sales of LBS ordinary shares made outside the US,
and, in 2012, the court dismissed with prejudice the remaining
claims basad on purchases or sales of UBS ordinary shares made
in the US for failure to state a daim. Plaintiffs have appealed the
court’s deciion. UBS, a number of senior officers and employess
and various UBS committees have also been sued in a putative
consolidated dass action for breadh of fiduciary duties brought on
behalf of current and former participants in two UBS Employes
Retirement Income Security Act (ERISA) retirement plarns in whidh
there were purchases of UBS stock. In 2011, the court dismissed
the ERISA complaint. In 2012, the court denied plaintiffs” motion
for leave to file an amended complaint. On appeal, the Second
Circuit upheld the dismissal of all counts relating to one of the
retirement plans. With respect to the second retirement plan, the
Court upheld the dismissal of some of the counts, and vacated
and remanded far further proceedings with regard to the counts
alleging that defendants had viclated their fiduciary duty o pru-
dently manage the plan’s investment options, as well as the daims
derivative of that duty.

In 2012, a consclidated complaint was filed in a putative sacu-
rities frawd dass action pending in federal court in Manhattan
against UBS AG and certain of its current and former officers re-
lating o the unauthorized trading incident that ocowred in the
Imvestment Bank and was anmounced in September 2011, The
lawsuit was filed on behalf of parties who purchased publidy
traded UBS securities on any US exchange, or where title passad
within the US, during the period 17 Novernber 2009 through 15
September 2011. In December 2013, the district cowrt granted
UBSs motion to dismiss the complaint in its entirety. Plaintifs
have filed a notice of appeal.

5. Madoff

In relation to the Bernand L Madoff Investment Securities LLC
(BMIS) investment frawd, UBS AG, UBS {Luxembourg) 54 and cer-
tain other UBS subsidiaries have been subject to inguiries by a
number of regulators, including the Swiss Financial Market Super-
visory Authority (FINMA) and the Luxembourg Commission de
Surveillance du Secteur Financer (CSSF). Those inguiries con-
cerned two third-party funds established under Luxembourg lzw,
substantially all assets of which were with BMIS, as well as certain
funds established in offshaore jurisdictions with either direct or in-
direct exposure to BMIS. Thesa funds now face severe losses, and
the Luxembourg funds are in liguidation. The last reporied net
asset value of the two Luxembourg funds before revelation of tha
Madoff scheme was approximately USD 1.7 billion in the aggre-
gate, although that figure likely includes fictitious profit reported
by BMIS. The documentation establshing both funds identifies
UBS entities i various roles including custodian, admmistrator,
manager, distributor and promoter, and indicates that UBS em-
ployees sarve as board members. UBS {Luxembourg) 54 and cer-
tain other UBS subsidiaries are responding to inguiries by Luxemn-
bourg investigating authorities, without however baing named as
parties in those inwestigations. In 2009 and 2010, the liquidators
of the two Luxembourg funds filed daims on behalf of the funds
agamst UBS entities, non-UBS entities and certain individuals in-
cluding current and former UBS employees. The amounts daimed
are approximately EUR 20 million and EUR 305 million, respec-
tivehy. The liquidators have filed supplementary daims for amounts
that the funds may possibly be hald liable 1o pay the BMIS Trustee.
These amounts claimed by the liquidator are approxamately EUR
564 milkon and EUR 370 millicn, respactively. In addition, a largs
number of alleged beneficiaries have filed daims against UBS en-
tities (and non-LBS entities) for purported losses relating fo tha
Madoff scheme. The majority of these cases are pending in Lux-
embourg, whare appeaks have baen filad by the claimants against
the 2010 dedsions of the court in which the claims in a number
of test cases were held to be inzdmissible. In the US, the EME
Trustee has filed daims against UBS entities, among cthers, in
relation to the two Luxembourg funds and one of the offshose
funds. A daim was filed in 2010 against 23 defendants, including
LUBS entities, the Luxembourg and offshore funds concerned and
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various individuals, including current and former UBS employees.
The total amount claimed against all defendants in this action was
not bess than USD 2 billion. A second clzim was filed in 2010
against 16 defendants mcluding UBS entities and the Luxem-
bourg fund concerned. The total amount daimed against all da-
fendants was not less than WSD 555 million. Following a motion
by UBS, in 2011, the District Court dismissed all of the BMIS Trust-
ee’s claims other than daims for recovery of fraudulent conwvey-
ances and preference payments that were allegedly fransfarred to
UBS on the ground that the BMIS Trustee lacks standing to bring
such claims. In June 2013, the Second Circuit Court of Appeals
rejacted the BMIS Trustees appeal against that ruling and wpheld
the District Cowrt’s decision. The BMIS Trustee has sought leave to
appeal to the US Supreme Court, which has invited the Solicitor
General of the United States o file a brief expressing the views of
the United States as to whether review should be granted. In Ger-
many, cartain clients of UBS are exposed to Madoff-managed po-
sitions through third-party funds and funds administered by U85
entities in Germany. A small number of claims have been filad
with respect o such funds.

&. Trarsactions with falian public sector entities

A mumber of transactions that UES Limited and WBS AG respec-
tively entered into with public ssctor entity courtarparties in ltaly
have been called into question or become the subject of legal
proceedings and daims for damages and other awards. In Milan,
in 2012, civil daims brought by the City of Milan against UBS
Limited, UBS Halia SIM Spa and three other intermational banks in
relation to a 2005 bond issue and associated derivatives transac-
tions entered into with Milan between 2005 and 2007 were sat-
tled without admission of lisbility. In 2012, the criminal court in
hilar issued a judgment comvicting two current UBS employees
and one former employes, together with employees from the
three other banks, of fraud against a public entity in relation to
the same bond issue and the execution, and subseguent restruc-
turing, of the related derative transactions. In the same procsed-
ings. the Milan ciminal court also found UBS Limited and three
other banks lisble for the administrative offense of failing to have
in place a business organizational model capable of preventing
the criminal offerses of which its employess were comvicted. The
samctions against UBS Limited, which are not effective until ap-
peals are exhausted, are confiscation of the alleged level of profit
flowing from the criminal findings (EUR 16.6 millior), a fine in
respect of the finding of the administrative offense (EUR 1 million)
and payment of legal fees. UBS has previously provided for this
potential exposure in the amount of EUR 18.5 million. UBS Limit-
ed and the individuals appealed that judgment, and in March
2014, the Milan Court of Appeal handed down its judgment in
short form. It overturned all findings of liability against LIBS Lim-
ited and convictions of the LIBS individuals and acquitted them,
stating that the conduct did not ocour. The court indicated that it
would issue a full judgment within S0 days.
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Derivative transactions with the Regions of Calabria, Tuscany,
Lombardy, Lazic and Campania, and the City of Florence have
alzo bean called into question or become the subject of legal pro-
ceedings ard claims for damages and other awards. In 2012, UBS
AGG and UBS Limited settled 2l cvil disputes with the Regions of
Tuscary, Lombardy and Lazio without any admission of kability. In
August 2013, a settlement of all cvil and administrative disputes
was reached with the City of Florence. Provisions were bocked in
respect of these settlements.

7. Kommunale Wasserwerke Leipzig GmbH (KWL
In 2006 and 2007, EWL entered into a series of Credit Default Swap
{CDS) fransactions with bank swap counterparties, including LIBS.
UBS entered into back-to-back CDS transactions with the other
courterparties, Depfa Bank plc (Depfa) and Landesbank Badan-
Wiirttemberg (LEEW), in relation to their respactive swaps with KWL
As a result of the KWL CDS transactions and the back-to-back CDS
transactions with Depfa and LBEEW, U85 and UBS Limited are owed a
total amownt of approdimately USD 3198 million, plus interest,
which remzins unpaid. Specifically, under the CDS contracts between
KWL and LIBS, the last of which were terminated by UBS in 2010, a
net sum of approsamately LSD 1376 million, plus interast, has fallen
due from EWL but not been paid. Earlier in 2010, UBS issued pro-
ceedings in the English High Court against KWL seeking various dec-
larations from the English court, in order o establish that the swap
transaction betwean KWL and LBS i valid, binding and enfonceable
as agairst KWL The English court ruled in 2010 that it has prisdic-
tion and will hear the proceedings and UBS issued a further dlaim
seaking dedarations concerning the validity of its early termination of
the remaining COS transactions with KWL EWL withdrew its appeal
from that decision and the civil dispute is now proceeding before the
English court. LBS has added its monetary daim to the proceadings.
KWL is defending against U85S daims and has served a counterclaim
which also joirs UBS Limited and Depfa to the proceadings. As part
of its assertions, KWL daims damages of at least USD 68 million in
respact of UBSS termination of some of the CD5 confracts, whilst
disputing that any monies are owed to LIBS pursuant to ancther (DS
contract. UBS, UBS Limited and Depfa are defending against KWLs
counterdaims, and Depfa has asserted additional daims agaimst UBS
and UBS Limited. Both KWL and Depfa make mutually exclusive
claims for payment of USD 326 million which has previously been
paid by Depfa 1o UBS Limited. The trial is due to start in April 2014,
In 2010, KWL issued procesdings in Leipzig, Germany against
UBS, Depfa and LBBW, daiming that the swap transactions are
void and not binding on the basis of KWLs allegation that KWL
did mot have the capadty or the necessary internal authorization
to enter into the transactions and that the banks knew this. Upon
and as a corsequence of KWL withdrawing its appeal on jurisdic-
tion in England, KWL also withdrew its civil daims against UBS
and Depfa in the German courts, and no cvil dlaim will procesed
against either of them in Germamy. The proceedings browght by
KMVL against LBEW have continued im Leipzig, and in June 2013,
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the court in Leipzig ruled in LEBW's favor. KWL has filed an appeal
against that ruling. A hearing = fixed for late March 2014, The
Leipzig court has also ruled that it is for the London court and not
the Leipzig court to determine the walidity and effect of a third
party notice sarved by LBBVW on WBS in the Leipzig proceedings.

The back-to-back CDS transactions were terminated in 2010. In
2010, UBS and UBS Limited issued separate proceedings in the Eng-
lish High Court against Depfa and LBEWY seeking declarations as to
the parties' cbligations under the back-to-back CDS transactons
and monetary daims. UES Limited contends that it is cwed USD
£33 milion, plus interast, by Depfa. UBS contends that it is owed
EUR 75.5 milion, plus interest, by LBEW. Depfa and LBEW are de-
fending against the daims and have also issued counterclaims. Ad-
ditionally Depfa added a claim against KWL to the proceedings
against it and KWL served 2 defensa.

In 2011, the former managing director of KWL and two financial
advisers ware convicted on criminal charges related to cartain KWL
transactions, including swap trarsactions with UBS and other banks.
Following further criminal proceedings browght against them in
Dresden relating to the same trarsactions, they were aach convicted
of embezzlement in December 2013 and given longer sentences.
They have indicated that they will appaal.

Since 2011, the SEC has been conducting an investigation fo-
cused on, among other things, the suitability of tha KWL transac-
tions, and information provided by UBS to KWL, LUBS has provided
documents and testimony to tha SEC and is continuing to cooperate
with the SEC.

B. Puerio Rico

In 2011, a purporied derivative action was filed on behalf of the
Employee Retirement System of the Commonwealth of Puerto Rico
{Systern) against over 40 defendants, induding UBS Finandal Ser-
vices Inc. of Puerto Rico (UBS PR} and other consultants and under-
writers, trustees of the System, and the President and Board of the
Gowernment Development Bank of Puerio Rico. The plaintiffs al-
leged that defendants violated their purported fidudary duties and
contractual obligations i connection with the issuance and under-
writing of approximately USD 3 bilion of bonds by the System in
2008 and sought damages of over USD 80O million. UBS is named
in connection with its undenariting and consulting services. In Manch
2013, the case was dismissed by the Puerto Rico Court of First In-
stance on the grounds that plaintiffs did not have standing to bring
the claim. That dismissal was overturned by tha Puerto Rico Court of
Appeals in September 2013. In February 2014, U85 petition for
appeal was denied by the Supreme Court of Puerto Rico, and UBS is
filimg motions for reconsideration. Also, in October 2013, an SEC
Administrative Law Judge dismissed a case brought by the SEC
against two UBS executives following a hearing that took place in
late 2012, finding no viclations. The charges had stemmed from the
SECS investigation of UBS's sale of dosed-end funds in 2008 and
2003, which UBS setiled in May 2012. Additionally, dechines in Puer-
to Rico municipal bond and dosed-end fund prices since August
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20132 have led to multiple regulatory inguiries, customer complaints
and arbitrations filed by clients in Puerio Rico wha cwn those securi-
tias. A shareholder darivative action also was filad in February 2014
against various UBS entities and current and certain former directors
of the dosed-end funds, alleging hundreds of millions in lossss in
the funds. An internal review also disclosed that certain dients,
marny of whom acted at the recommendation of ore financial adwi-
sor, imvested proceeds of non-purpose loans in dosed-end fund se-
curities in contravention of their loan agreements.

Our balance shest at 31 December 2013 reflecied a provision
with respect to the matters described in this item & in an amount
that UBS belaves to be appropriate under the applicable accounting
standands. As in the case of other matters for which we have estab-
[shed provisions, the future outflow of resources in respect of such
matfers cannot be determined with certainty based on currently
availaible information, and accordingly may prove to be substantially
greater {or may be less) than the provision that we have recognized.

3. LIBOR, foreign exchange, and benchmark ratas

LIBOR and other benchmark-relsted regulatory matters: Numerous
government agencies, including the SEC, the US Commedity Fu-
tures Trading Commission (CFTC), the US Depariment of Justice
(D0J), the UK Fnancial Conduct Authority (FCA) o which certain
rasponsibilities of the UK Financial Services Autharity (FRA) have
passed), the UK Serious Fraud Office (SFO), the Monetary Authority
of Singapore (MAS), the Hong Kong Monetary Authority (HEMA),
FINMA, the various state attormeys general in the US, and competi-
tion authorities in various jursdictions have conducted or are con-
tinuing to conduct investigations regarding submissions with re-
spect to British Bankers' Association LIEOR (London Interbank
Offered Rate) and other benchmark rates, induding HIBZOR (Hong
Kong Interbank Offered Rate) and ISDAFLE. These investigations fo-
cus on whether there were improper attempis by UBS {among oth-
ars), either acting an our own or together with othars, to manipu-
late LIBOR and other benchmark rates at certain times.

In 2012, UBS reached settlements with the F5A, the CFTC and
the Criminal Division of the DOJ in connection with their imestiga-
tions of benchmark interest rates. At the same tima AMMA issuad
an order conchuding its formal proceedings with respact to UBS re-
lating to benchmark interest rates. UES has paid a total of approxi-
mately CHF 1.4 billion in fines and disgorgement — mncluding GBP
160 million in fines to the F5A, USD 700 million in fines to the CFTC,
and CHF 59 million in dsgorgement to ANMA_ Under a non-prosa-
cution agreement (NPA) that UBS entered into with the DOJ, UBS
agreed to pay a fine of USD 500 million. Pursuant to a separate plea
agreement between the DOJ and UBS Securities Japan Co. Lid.
{UBSS)), UBSS) entered & plea to one count of wire fraud relating to
the manipulation of certain benchmark interest rates, indwding Yen
LIEGR. The MPA required UBS to pay the LISD 500 milion fine to DOJ
after the sentencing of LB5S), and provides that any criminal penal-
ties imposed on UBSS) at santencing be deducted from the USD
500 million fine. At the sentencing hearing held in September 2013,
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the court approved the proposed plea agreement and imposed a
USD 100 million fine against UBSS), as agreed to by the DOJ and
UBSS) under the plea agreement. Since the sentendng, UBS has
paid a fine of USD 400 million o the DY, and UBSS) has paid the
USD 100 milion fine imposed by the sentencing court. The conduct
described in the warious settlements and the FINMA order includes
certain LUBS personnel: engaging in efforts to manipulate submis-
sions for certain benchmark rates to benefit trading positions: col-
luding with employees at other banks and cash brokers to mfluence
certain benchmark rates to benefit their trading positions; and giv-
ing inapprogriate directions to UBS submitters that were in part mo-
tivated by a desire to avoid unfair and negative market and media
perceplions during the finandial crisis. The benchmark interest rates
encompassed by one or more of thess resolutions mclude Yen U-
BOR, GEF LBOR, CHF LIBOR, Eurc LIBOR, USD LIBOR. ELIRIBOR
{Euro Interbank Offered Rate) and Euroyen TIBOR (Tokyo Interbank
Offered Rata). We have ongoing cbligations to cooperate with au-
thorities with which we have reached rasolutions and to undertake
certain remediation with respect to benchmark interest rate submis-
sions. Investigations by the CFTC and other governmant authaorities
remian ongoing notwithstanding these resolutions.

UBS has been granted conditional leniency or conditional immu-
nity from authorities in certain prisdictions, inchuding the Antinest
Division of the DOJ, and the Swiss Competition Commission
{WEKQD), in connection with potential antitrust or competition law
violations related to submissions for Yen LIBOR and Euwroyen TIEOR.
WEKD has also granted UBS conditional smmunity in connection
with potential competition law violations related to submissions for
Swiiss franc LIBOR and certain transactions related o Swiss franc L-
BOR. The Canadian Competition Bureau {Bureau) had granted UES
conditional immunity in connection with potential competition kaw
violations related to submissions for Yen LIBOR, but in January 2014,
the Bureau announced the discontinuation of its investigation into
Yen LIBOR for lack of sufficient evidence to justify prosecution under
applicable laws. As a result of these conditional grants, we will not
be subject to prosecutions, fines or other sanctions for antitrust or
comipetition law violations in the prisdictions where we have condi-
tional immunity or leniency in connection with the matters covered
by the conditional grants, subject to cur continuing cooperation.
However, the conditional leniency and conditional immunity grants
we have received do not bar government agencies from asserting
other claims and impasing sanctions against us, as evidenced by the
settlemanis and ongoing investigations referred to abowve. In addi-
tion, as a result of the conditional leniency agreement with the DOJ,
we are eligible for a limit on liability to actual rather than treble
damages were damages to be awarded in any cvil antitrust action
under US law based on conduct cowered by the agreement and for
relief from potential joint and several Eabilty in connection with
such civil antitrust action, subject o our satisfying the DO and the
court presiding ower the cvil Fgation of owr cooperation. The con-
ditional leniency and conditional immanity grants do not otherwise
affect the ability of private parties to assert civil dlaims against us.
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In December 20132, the European Commission (EC) announcad a
dedsion adopted in the Commission’s Yen Interest Rate Derivatives
(YIRD) investigation, under which UBS has received full immunity
from fines for discosing to the Commission the existence of in-
fringemants relating to ¥IRD.

In June 2013, the MAS announced the results of its mvestigation
of benchmark submissions by 20 banks, incuding U85, The mvesti-
gation related to various benchmark submissions, including the Sin-
gapore Interbank Offered Rates and the Swap Offered Rates, and
coveraed the pericd from 2007 £o 2011. The MAS found deficiencies
in the governance. risk management, internal controls and survail-
lance systems for the banks' benchmark submission processes and
directed the banks to comect the deficiencies and set aside addi-
tional statutory reservas with MAS at zero interest for one year. The
BAS also announced proposed changes to its regulatory framework
for finandal benchmarks that are designed to enhanca the integrity
of the process for setting benchmarks.

In December 2013, U8S entered into an enforceable undertaking
in relation to an investigation by the Australian Securities and Invest-
mernts Commission (ASKC) into conduct relating to Australian Bank
Bill Swap Rate (B85W) submissions. An independent expert en-
gaged by UBS at ASK s request concheded that, to the extent there
may have been any impact of such conduct on the market as a
whiale, it would have been insignificant. The enforceable undertak-
g requires UBS to ensure that its participation in relation to the
setting of Austrakan interest rate benchmarks upholds the integrity
and reliability of those benchmarks and is in accordance with its
obligations under tha CFTC order. UBS also agreed to make a volun-
tary contribution of AUD 1 million o fund independent finandal
[teracy projacts in Australia. ASK has the power to investigate, con-
duct further surveillance or pursue criminal prosecution of UBS orits
representatives in relation fo any contravention. ASIC acknowl-
edged UBSs cooperation and the fact that it was the first bank to
report this conduct to it. ASKC's inquiries in relation to the BBSW rate
set are ongoing.

In 2011, the Japan Finandial Services Agency (JFSA) commenced
admiinistrative actions and ssued orders against UBS Securities Japan
Ltd {UBS Securities lapan] and UBS AG, Tokyo Branch in connection
with their invastigation of Yen LIEOR and Eurcyen TIBOR. These ac-
tions were based on findings by the Japan Securities and Exchange
Surveillance Commission (SESC), and, in the case of UBS AG, Tokyo
Branch, the IFSA, that a former UBS Securities Japan trader engagad
in inappropriate conduct relating to Ewoyen TIBOR and Yen LIBOR,
ncluding approaching UES AG, Tokyo Branch, and other banks 1o
ask them to submit TIBOR rates taking into acoount requests from
the trader for the purpose of benefiting trading positions.

LIBOR and other benchmark-related civl litgation: A number of
putative class actiors and other actions are pending in the fedesal
courts in Mew York against UBS and numerous other banks on be-
half of parties who transacted in certzin interest rate benchmark-
based derivatives Bnked directly or indirectly to US dollar LIEOR, Yen
LIBCR, Euroyen TIBOR and EURIBOR. Also pending are actions as-
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serting losses related to various products whose interest rate was
linked fo WS dollar UBOR, including adjustable rate mortgages,
preferred and debt securities, bonds pledged 2= collateral, loans,
depository acocounts, imvestments and ofher interest bearing in-
struments. All of the complaints allege manipulation, through
various means, of vanious benchmark interest rates, induding L-
BOR, Euroyen TIBOR or EURIBOR rates and seek unspecified com-
pensatory and other damages, indwding treble and punitive dam-
ages, under varying legal thearies that indude viclations of the LS
Commodity Exchange Act, the federal racketeering statute, fed-
eral and state antitrust and securities laws and other state laws. In
hdarch 2013, a federal court in Mew York dismissed the fedsral
antitrust and racketeering claims of certain S dollar LIBOR plain-
tiffs and a portion of their daims brought under the Commiodity
Exchange Act {CEA) and state commen law. In August 2013, the
same court denied the parties” requests for reconsideration and
plaintiffs’ motion for interlocutory appeal and to amend the com-
plaints to indude additional antitrust and Commodity Exchange
Art allegations. It granted cerfain plaintiffs permission to assert
claims for unjust enrichment and breach of contract. Motions to
dismiss these unjust enrichment and breach of contract claims are
pending, &= 5 a renewed motion to dismiss by UBS and other
defendants that seeks dismizsal of further CE& daims. Certain
plaintiffs have also appesled the dismissal of their antitrust daims,
but in October 2013 the appellate court denied these appeals as
premature, without prejudice to bringing the appeak again after
final disposition of the LIBOR actions. LUBS and cother defendants
in other lawsuits induding the one related to Eurcyen TIBOR have
filed motions to dismiss.

With respect to additional matters and jurisdictions mot en-
compassed by the settlements and order referred to above, our
balance sheet at 31 December 2013 reflected a provision of an
amount that UBS believes to be appropriate under the applicable
accounting standand. As in the case of other matters for which we
have established provisions, the future outfliow of resources in re-
spect of such matters cannot be determined with certainty based
on currerthy available information, and accondingly may ultimate-
ly prove to be substantially greater (or may be bess) than the provi-

Foreign exchange-related reguiztory matters: Following an ini-
tial media report in June 2012 of widespread iregularities in the
foreign exchange markets, UBS immediztely commenced an in-
ternal review of its foreign exchange business, which indudes our
precious metals business. Since then, variows authorities report-
edly have commenced investigations concerning possible manip-
ulation of foreign exchange markets, induding FMMA, WEED,
the DO, the CFTC, and the FCA. UBS and cther financial institu-
tiors have received requests from various authorities relating to
their foreign exchange businesses, and UBS is cooperating with
the authorities. A numier of authorities akso are reportedly inves-
tigating potential manipulation of preciows metal prices. UBS has
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taken and will take approprizte action with respect to certain per-
sonnel a5 a result of its ongoing review:

Foreign exchange-related civil ltigation: Several putative class
actions have been filed since November 2013 in U5 federal courts
agairst UBS and other banks. These actions are on behalf of puta-
tive classes of persons whao engaged in foreign currency fransac-
tions. They allege collusion by the defendants and assert daims
under the antitrust laws and for unjust enricment. The defen-
dants {including LUBS) have not yet filed responsive pleadings.

10. Swiss retrocessions

The Swiss Supreme Court ruled in 2012, in a test case against
LIBS, that distribution fees paid to a bank for distributing third
party and intra-group investment funds and structured products
must be disdosed and surrendered fo dients who have entered
into a decretionary mandate agreement with the bank, absent a
walid waiwer.

FINAA, has issued a supenvisory note to all Swiss banks in re-
sponse to the Supreme Cowrt decision. The note sets forth the
mieasures Swiss banks are to adopt, which indude informing all
affected dients about the Supreme Cowrt decsion and directing
tham to an internal bank contact for further detzils. UBS has met
the AMMA requirements and has notified all potentially affected
dients.

It iz expected that the Supreme Court dedsion will result in a
significant number of dient requasts for UBS to disclose and poten-
tially surrender retrocessions. Chent requests are being assessed on
a case-by-case bass. Considerations to be taken into account whan
assessing these cases include, among others, the existence of @ dis-
cretionary mandate and whether or not the client documentation
contained a valid waiver with respect to distribution fees.

Our balance sheet at 31 December 2013 reflected a provision
with respect to matters described in this item 10 in an amount
that UBS believes to be approprizte under the applicable account-
ing standard. The ultimate exposure will depend on dient requests
and the resolution thereof, factors that are difficult to predict and
assess. Hence as in the case of other matters for which we have
established provisions, the future outflow of resources in respect
of such matters cannot be determined with certainty based on
currently available information, and accordingly may ultimately
prove to be substantially greater (or may be less) than the provi-
sian that we have recognized.

11. Banco UBS Pactual tax indemnity

Pursuant to the 2009 sale of Banco UBS Pactual 5.4 (Pachual) by
LIBS to BTG mvestments, LP (BTG}, BTG has submitted contractual
indemnification daims that UBS estimates amount to approsi-
mately BAL 2.5 billion, induding interest and penalties, which =
net of liakilities retained by BTG. The daims pertain prindpally to
saveral tax assessments issued by the Braziliam tax authorities
against Pactual relating to the period from December 2006
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through March 2009, when UBS owned Pactual. These amess-
ments are being or will be challenged in administrative procesd-
ings. BTG has also provided notice to WBS of several additional
Pactual-related inguiries by the Brazilian tax authorities that relate
to the period of UBST ownership of Pachusl, but imvehing sub-
stantially smaller amownts. In Movemnber and December 2013,
approximiztely BRL 128 millicn in tax caims relating to the period
for which UBS has indemnification obligations were submitted for
settlement through amnesty programs anmounced by the Brazil-
ian government in October 2013

Our balance sheet at 31 December 2013 reflected a provision
with respect to matters described in this tem 11 in an amount
that LBS belisves to be appropriate under the applicable account-
ing stamdard. As in the case of other matters for which we have
established provisions, the future outflow of resources in respect
of this matter cannot be determined with certainty based on cur-
rently available information, and accordingly may ultimately prove
to be substantially greater (or may be |ess) than the provision that
we have recognized.

12. Matters relating to the CDS market

In Juby 2013 the EC msued a Statement of Objections against thir-
teen cedit default swap (CDS) dealers induding UBS, as well as

Mote 23 Other liabilities'
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data service provider Markit and the International Swaps and De-
rivatives Assodation {ISDA). The Statement of Objections broadly
allzges that the dealers infringed EU antitrust rules by colluding to
prevent exchanges from entering the credit derivatives market be-
tween 2006 and 2009, We have submitted our response to the
Statement of Objections. Since mid-2009, the Antitrust Division
of the DOJ has also been investigating whether multiple dealers,
induding UBS, conspired with each ather and with Markit to re-
strain competition in the markets for CDS frading, dearing and
other services. Between May 2013 and Movember 2013, several
putative dass action complaints were filed against twelve dealers,
induding UES, as well as Markit and 15044, alleging violations of
the US Sherman Antitrust Act In January 2014, after the cases
were consolidated for prefrial purposes in the Southern District of
Mew York, plaintiffs filed a consclidated amended complaint.
Maintiffs allege that the defendants, Markit and 1SDA unlawfully
conspired to restrain competition in and/or monopolize the mar-
ket for CDS frading in the US in order to protect the dealers’
profits from trading CDS in the over-the-counter market. Plaintiffs
assert claims under the Sherman Act and commen law on behalf
of all purchasers and sellers of CDS that transacted directhy with
any of the dealer defendants since lanuary 1, 2008, and seek
unspedfied trebled compensatory damages and other relief.

CHF million H.12.13 3.12.12
Frime beckerage payables” 32,541 35,500
Amounts due undes enit-linked imestment contracts 16,158 15,59
Mrrrued expenses — compereation refaied LE31 2043
Arrmued expenses — nbeest exparme 1,199 1,955
Mrrrued expenses — ofter T A5 20608
[Defermed compensation plans 1919 15841
Mt defised benefit pension and past-e=ployment Babilties” 1,048 1.4
Tird-party interest in conuolidated isvestmest funds LLE 965
Settlement and deaving acooustsy 546 %1
Cusrent and defersed tax fabifties! 87 S5
VAT and other tax payables 570 60
Defarmed income: 84 1
Cehesr 1417 2713
Total ather Ih-ﬂu B2 777 56,523
11 1013, changes o this Mose e hcmed| debered oo g = e em o the ak bt under Dther latilThes. Acorees e
rhi..nlnn.-i EvpEnses - ITITRS empene, Acrued = other ard Defermed income, which mese Md‘hﬁhﬂiuﬁm dﬂl‘ﬂln--mp-ﬂqm

by In this Motz in oefer i l'l'-nt-q;-mq: Pﬁrpﬂ:kl-h nﬂﬂ.hnr—t[ﬁ-’hﬂ'ﬂnnd 31 Devember 7003 increasesd by CHF 6,907 million. Sefer to *Kiote 1b Changes In acoenting

= Prime £
-n:'hm.'lfhu-hut s of e firancing and
were CHF 58 milion and CHF 52 millizn for 31 Decerrber 2013 and 31

sftieTient, I-p'lﬁnlm
labiides > Eeler i * Koo I8 Pension and other postemplioyment plars® for mone fdoomation. 4 Deferred T
2002, respoctively. Reber to * Kot & income tes® for more In ormasion.
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Additional information

Mote 24 Fair value measurement

This note provides fair value measurement information for both fi-
nancial and non-financdal mstruments and s structured as follows:
&) Valuation principles
b Valuation governance
<) Valuation techniques
d) valuation adjustments
e} Fair value measurements and classification within the
fair value hierarchy

a) Valuation prindples

Fair value is defined as the price that would be received for the
sale of an asset or paid to transfer a liabilty in an ordery trarsac-
tion between market participants in the prindpal or most advan-
tageous market as of the messurement date. In mezsuring fair
value, the Group utilizes various valustion approaches and applies
a hierarchy for prices and inputs that maximizes the use of cheane-
able market data, if available.

All financial and non-financial assets and kizbilities mezsured or
disclosed at fair value are categorized into one of three fair value
hierarchy levels. In certain cases, the inputs used to measure fair
value may fall within different levels of the fair value hierarchy. For
disclosure purposes, the level in the hisrarchy within which the
instrument is dassified in its entirety is based on the lowest level
input that is significant to the paosition’s fair value measurement:
- Leval 1 — quoted prices (unadjusted) in active markets for iden-

tical assets and kshilities;

— Leval 2 — valuation techniques for which all significant inputs
are, or are based on, obsenable market data or

— Leval 3 —valuation technigues for which significant inputs are
not based on chservable market data

If available, fair values are determined wsing quoted prices in
active markets for identical zssets or liabiities. An active markst is
one in which transactions for the asset or lisbility take place with
suffident frequency and volume to provide pricing data on an
ongaing basis. Assets and liabilities that are quoted and fraded in
an active market are valued at the currently guoted price multi-
plied by the number of units of the instrument held.

Where the market for a finandal instrument or non-financial
asset or lizbility is not active, fair value is established using avalu-
ation tedhnigue, induding pricing models. Waluation techniques
imiohse the use of estimates, the extent of which depends on the
complexity of the instrument and the availability of market-based
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i Transfers bebwesn Level 1 and Level 2 in the fair value
hierarchy

gl Movements of Level 3 instruments

i aluation of assets and lisbilities classified as Level 3

i} Sensitivity of fair value measurements fo dhanges in
unobsarvable input assumptions

1! Deferred day-1 profit or loss

k) Finandial instruments not measured at fair value

data. Valustion adjustments may be made to allow for additional
factors induding model, liguidity and credit risks, which are not
explidtly captured within the valuation technigue, but which
wiould nevertheless be considersd by market partidpants when
formirg a price. The limitations inkerent in a particular valuation
technique are considerad in the determination of an assat or lia-
bility's classification withim the fair value hierardhy

Many cash instruments and over-the-counter (OTC) derivative
contracts have bid and offer prices that can be ocbserved in the
marketplace. Bid prices reflect the highest price that a party is will-
ing to pay for an asset. Offer prices represent the lowest price that
a party is willing to accept for an asset. In general, long positions
are mezswred at a bid price and short positions at an offer price,
reflacting the prices at which the instruments could be transferred
under normal market conditions. Offsetting positions in the same
financial instrument are marked at the mid-price within the bid-
offer spread.

Generally, the unit of account for a finandial instrument is the
individual instrument, and UBS applies valuation adjustments at
an individual instrument level, consistent with that umit of ac-
count. However, if certain conditions are miet, UBS may estimats
the fair value of a portfolic of financal asets and liabilities with
substantially similar and offsetting risk exposures on the basis of
the net open risks.

For transactions where the valuation technigue used to mea-
sure fair value requires significant inputs that are not based on
observable market data, the finandial instrument is nitially recog-
nized at the transaction price. This initial recognition amount
may differ from the fair value cbtained using the valuation tech-
nigue. Any such difference is deferred and not recognized in the
income statement and referred to as deferred day-1 profit or loss.
Refer to “Note 24j Deferred day-1 profit or loss” for more infor-
mation.
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Mote 24 Fair value measurement (continued)
b} sl uation governande

UBS’s fair value measuremnent and model governiance framework
indudes numerous controls and other procedural safeguards that
are intended to maximize the quality of fair value measurements
reported in the finandal statements. Mew products and valuation
techniques must be reviewed and approved by key stakehclders
from risk and finance control functions. Responsibility for the on-
going measurement of finandal and non-finandal instruments at
fair value resides with the business divisions, but & validated by
risk: and finance control functions, which are independent of the
business divisions. In carrying out their valuation responsibilities,
the businesses are required to consider the availability and quality
of external market data and to provide justification and rationale
for their fair valus estimates.

Independent price verification is performed by the finance
furwction to evaluzte the business divisions” pricing input assump-

) Valuation technigues

Vakuation technigues are used to value positions for which a market
price is not available from market sources. This includes cartain bess
liquid debt and equity instruments and all derivatives transacted in
the OTC market. UBS uses widely recognized valuation techniques
for determining the fair value of financial and non-finandal instru-
ments that are not actively traded and quoted. The most frequent-
ly applied valuation technigues include dscounted value of expect-
ed cash flows, relative value and option pricing methodologies.

Discounted value of expected cash flows is a valuation tech-
nigue that measures fair value wsing estimated expected future
cash flows from assets or liabilities and then discounts these cash
flows using a discount rate or discount margin that reflects the
credit and/or funding spreads required by the market for instru-
mients with similar risk and liquidity profiles to produce 2 present
value. When using such valuation techniques, expected future
cash flows are estimated wsing an observed or implied market
price for the future cash flows or by using industry standard cash
flowr projection models. The discount factors within the caloula-
ticn are generated using industry standard vield curve modeling
techniques and models.

Relative value modals mezsure fair value based on the market
prices of equivalent or comparable assets or liabilities, making ad-
justments for differences between the characteristics of the ob-
served instrument and the instrument being valued.

Option pricing models incorporate assumptions regarding the
behavior of future price movements of an underlying referencad
asset or assets to generate a probability-weighted future expected
payoff for the option. The resulting probakility-weighted expect-
ed payoff is then discounted wsing discount factors generated
from industry standard yield curve modeling techniques and mod-
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tiors and modeling approaches. By benchmarking the businesss
fair value estimates with obsenable market prices and other inde-
pendent sources, the degree of valuation uncertainty embedded
in these measurements is assessed and managed as required in
the governance framework. Fair value measurement models are
assessed for their ability to value specific products in the principal
miarket of the product itself, as well as the principal market for the
miain waluation input parameters to the model.

An independent model review group evaluates UBS's valuation
miodels om a regular basis, or when established triggers ocour, and
approves them for valuation of spedific products. As a result of
the valuation controls employed, valuation adjustments may be
made to the business’s estimate of fair value to align with inde-
pendent market data and accounting standards (refer to “Mote
24d Valuation adjustments” for more information).

els. The option pricing model may be implemented using a closed-
form anahytical formula or other mathematical techniques (e.g.,
binomial tree or Monte Carlo simulation).

Where available, valuation technigues use market-cbservable
assumptions and inputs. H such data is not available, inputs may
be derived by reference to similar assets in active markets, from
recent prices for comparable transactions ar from other obsery-
able market data. When measuring fair value, UBS. selects the
nor-market-obserable imputs to be used in its valuation tech-
nigues, based on a combination of historical experience, deriva-
tion of input levels based on similar products with: obsenable
price levels and knowledge of current market conditions and walu-
ation approaches.

For more complex instruments and instruments not tradad in
an active market, fair values may be estimated using a combina-
tion of observed fransaction prices, consensus pricing services and
relevant quotes. Consideration is given to the natura of the quotes
{e.g., indicative ar firm} and the relationship of recently evidenced
miarkat activity to the prices provided by consensus pricing ser-
vices, UBS also uses internally developed models, which are typi-
cally based on valuation methods and techniques recognized =
stamdard within the industry.

Assumptions and inputs used in valuation techniques include
[benchmiark interest rate curves, credit and funding spreads wsed
in estimating discount rates, bond and equity prices, equity index
porices, foreign exchange rates, levels of market volatility and cor-
relation, (refer to “Note 24h Valuation of assets and lizbilities das-
sified as Level 37). The discownt curves used by the Group incor-
porate the funding and credit characteristics of the instruments to
which they are apphed.
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Mote 24 Fair value measurement (continued)
) il uation adjustments

The output of a valustion techniqua is shways an estimate or
approximation of a fair value that cannot be measured with com-
plete certainty. As a result, valuations are adjusted, where appropri-
ate, to reflect close-out costs, credit exposure, model-driven-
vaksation uncertainty, trading restricions and other factors, whan
such factors would be considered by market partidpants in measur-
ing fair value. Valuation adjustments are an important component
of fair value for assets and liabilities that are measured using vaksa-
tion techniques. Such adjustments are applied to reflect uncertain-
ties within the fair value measurement process, fo adjust for an
identified model smplification or to incorporate an aspect of fair
vakse that requires an overall portfolio assessment rather than an
evaluation based on an individual instrument level characteristic.

The major classes of valuation adjustments are discussed in
further detail below.

Reflection of market bid-offer levels

Instruments that are measured as part of a portfolio of combined
long and short positions are valued at mid-market levels to ensure
consistent valuation of the long and short component risks. A
valuation adjustment is then made to the overall net long or short
exposure to move the fair wvalue to bid or offer a5 appropriate,
reflecting current levels of market liguidity. The bid-offer spreads
used in the caloulation of the valuation adjustment are obiained
from market transactions and other relevant sources and are up-
dated pericdically.

Reflection of model uncertainty

Uncertzinties associated with the use of model-based valuations
are incorporated into the measurement of fair value through the
use of model reserves. These reserves reflect the amounts that the
Group estimates should be deducted from valustions produced
directly by models to incorporate uncertainties in the relevant
miodeling assumptions, in the model and market inputs used, or

Uit and DA for derivative financial instruments
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in the calibration of the model cutput to adjust for known model
defidencies. In arriving at these estimates, the Group considers a
range of market practices, including how it believes market par-
ticiparts would zssess these uncertainties. Model reserves are re-
assessed periodically in Bght of data from market transactions,
Consensus pricing services and other relevart sources.

Day-1 reserves

Day-1 profit or loss reserves are reflected, where appropriate, 2=
valuation adjustments. Refer to “Mote 24j Deferred day-1 profit or
loss” for more informiation.

Counterparty credit risk in the valuation of dervatives

In order to measure fair value, credit valuation adjustments (CVA)
are necessary to reflect the credit risk of the countenparty inherant
in OTC derivative instruments. This amount represents the esti-
miated fair value of protection required o hedge the counterparty
credit risk of such instruments. The CWA is determined for each
counterparty considering all exposures to that counterparty and is
dependent on the expected future value of exposures, default
probakilities and recovery rates, applicable collateral or netting
arrangements, break clauses and other contractual factors.

O credit risk in the valuations of OTC derivative instruments
The Group estimates debit valuation adjustments (DVA) to incor-
porate own credit in the valuation of derivatives, efectively con-
sistent with the Cvia methodology. DA represents the theoretical
cost to counterparties of hedging. or the credit risk resenve that
counterparty could reasonably be expected to haold, against their
credit risk exposure to UBS. DVA i determined for each counter-
party considering all exposures with that counterparty and taking
info accownt collateral netting agreements, expected future mark-
to-market movements and UBSs credit default spreads.
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Mote 24 Fair value measurement (continued)

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

In additicn to considering the valuation of the derivative risk com-
porent, the valuation of fair value option liabilities also requires
consideration of the funded component and specifically the cwn
credit component of fair value. Cwn oredit risk is reflected if this
component would be considered for valuation purposes by mar-
ket participants. Conseguently, own credit risk is not reflected for
those contracts that are fully collateralized and for other contracts
for which it is established market practice not to indude an own
credit component. The own credit companent is estimated using
& funds transfer price (FTP) curve to derive a single, markst-basad
level of discounting for uncollateralized funded instruments. LIBS
senior debt curve spreads are discounted im order to armive at the
FTP curve, with the discount primarily reflecting the differences
between tha spreads im the senior unsecured debt market for LBS

Onwn credit on financial [Rabilities designated at fair value

debt and the levels at which LUBS MTM are currently ssued. The
FTP curve is generally a Level 2 pridng input. However, certain
long-dated exposures that are beyond the temors that are actively
traded are dassified as Level 3.

The effects of own credit adjustments related to finandal lizbil-
ities designated at fair value (predominantly issued structured
products) as of 31 December 2013 and 2012, respectively, are
summiarized in the table below:

Year-to-date amounts represent the change during the year,
and life-to-date amounts reflect the cumulative change since ini-
tial recognition. The dchange in own credit for the period consists
of changes in fair value that are attributable o the change in
UBSs credit spreads s well as the effect of changes in fair values
attributable to factors other than credit spreads, such as redemp-
tions, effects from time decay and changes in interest and other
miarkeat rates.

s of or for the year ended

CHF milfan 31.12.13 .11 3421
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Mote 24 Fair value measurement {continued)

) Fair value measurements and classification within the fair value hisranchy

The classification in the fair value hierarchy of the Group’s finan-  class of assets and Eabilities measured at fair value, the valuation
cial and mon-financial assets and liabilities measured at fair wvalue  techniques, where applicable, used in messuring their fair value,
is surmmarized in the table below: The narrative that follows de-  and the factors determining their classification within the fair
scribes the significant valuation inputs and assumplions for each  value hierarchy.

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

EIRFAL] ERFA F
CHIF biion Lewel 1 Level 2 Lewel 3 Total Ll 1 Lewel 2 Lewed 3 Total
Assets measured at fair value on a recurring basis
9.9 30.1 4.3 1142 914 454 57 1435
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g 20 e P4 &1
48 L 0y o 122
g FA e L5 BE
r e 0z o L4
LRIRIR RN RRRRRRRR E¢ n.""||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||I|||||||
30 1374 35 &1 A15.0
e 1294 0y 4 280
g 153 e X8 My
[1] T4.6 s i ]
¥ 14.6 12 Fi 159
.......... o 15 00 35 @1 38 00 18
ol 19 4.4 T4 o1 4.1 4.9 ai
o 14 8 ) 25 ag 14 14 28
o 11 L4 42 ag 227 X3 i5
Other ar (L] [ F 4 o7 L3 (1] [
Financial imezments. avaiiable-fo-sale »n7 19.0 0.8 59.5 485 L) 07 58.2
of which:
Govemmant bl honds o 12 o g2 454 (1] o 474
bowds imsued by finandial i ] 1.8 116 o7 153 21 a£a ot 1og
Imvestoand fund umifs o e [ F oy ag af o 4
Ansot-hacked socorities o A0 o a0 ag ] e F |
Fquily insfrumants (8 al 0.4 & i af 4 s
Nos-fnascial anzets
Irvsestment properties at fair valee 1] w 0.0 (] an i) o1 0.1
Precioes metals and ofher physical commodities 1] L] 0.0 B 171 i) 00 7.1
Aspets measured af Lair value on a non-recurring basis
Other assats® 0.0 0.1 o LA 0.0 L] ] i
Total assets measured at Fair vabue 131.3 189.4 15.0 4357 160.0 4754 1596 6551
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Determination of fair values from guoted market prices or valuation techniques! continued)

EiRFRE] HAri2
CHF biNian Lewel 1 Level 2 Lewel 3 Tatal Lereed 1 Liewed 2 Lewed 3 Tatal
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off wiichr
Goversment billsfbands [ 5 o rE iar 08 (1] 147
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Loaw commiments e e o (el (1] o2 g o
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Tatal liabilities messured af fair value I5.5 310.3 16.8 1528 3.5 4838 HA 5367
1 Effwicaied embedsed Servatives are o ihe same balance sheet e & Thelr hos coriaas and are esduded fromi bk tbie A of 31 bwer 3013, ot bif iesdded dessaee DabiHes beld ot

fair vakse, tosating CHF 0.2 bl inf
T AT
ilion net Lesel 7 Rabidties) wee
Bt o sake, which ane messured at v bower of their net carying amosrt o fair i less oot o sell
2013 (31 December 209 2 CHF 384 millon).

Financial assets and liabilties held for trading, financial
assets designated at fair value and financial investments
zvailzhle-for-sale

Government bills and bonds

Government bills and bonds indude fixed-rate, floating-rate and
inflation-linked bills and bonds isswed by soversign governments,
a5 well as interest and principal strips based on these bonds. Sudh
instruments are generally traded in active markets and prices can
be abtained directly from thess markets, resulting in dassification
as Level 1, while the majarity of the remaining positions are clas-
sified &5 Level 2. Instruments that canmot be priced directly using
active market data are valued using discounted cash flow valua-
tion techniques that incorparate market data for similar govern-

CHF 0.2 bilfion wess ref Lewel 2 assets and CHF (114 billion net Level 2 Mabilfies) wene: F-'Blﬂn
commeciesd O o coneded basts, 25 of 31 Decervber 2002, net B wrcabed embedided dervathe laksithes heds o Tair slve, CEF 0.1 Bl {of wehich C55 002 blllon wese nes Lewel 2 assels and OHF 03
o the balanoe sheet witain Debt ksl = Finandal assets held fon rading <o rot indece

ed on S balance sheet wihin Dent isees, In 2013, companriss

mefak o commodities. 5 Other amets coneis? of amsets

4 Inciues a 42 ao-zaie debic adjsiment gain on deshatives of CHF 256 million 25 of 31 Decomber

ment instruments comverted into yield curves. These yield cunes
are usad to project future index levels, and to dscount expected
future cash flows. The main inputs to valuation techniques for
thess instruments are bord prices and inputs to estimate the fu-
ture index levels for floating or inflation index-linked instrurmernts.
Instruments classified as Level 3 are imited and are generally dlas-
sified as such due to the reguirement to extrapolate yield curve
inputs outside the range of active market frading.

Comporate and municipa! bonds

‘Corporate bands indude senior, junior and subordinated debt is-
sued by corporate entities. Municipal bonds are issued by state
and local gowernments. While most instruments are standard
fed or flosting-rate securities, some may have more complex
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Mote 24 Fair value measurement (continued)

coupon or embedded option features. Corporate and munidpal
bords are generally valued using prices obtained directly from the
market. In cases where no directy comparable price is availzble,
instruments may be valwed using yields derived from other securi-
ties by the same issuer or benchmarked against similar sscurities,
adjusted for senicrity, maturity and bquidity. Instruments that can-
not be priced directly using active market data are valued using
discounted cash flow valuation technigues incorparating the
credit spread of the issuer. which may be derived from other ssu-
ances or COS data for the issuer, estimated with reference to
other equivalent issuer prios chservations or from credit modeling
techniques. Corporate bonds are typically classified as Level 2 be-
cause, although market data is readily availsble, there is often
insufficient third-party trading transaction data to justify an active
miarket and corresponding Level 1 dassification. Municipal bords
are generally dassified as Level 1 or Level 2 depending on the
depth of trading activity behind price sources. Level 3 instruments
have no suitable price available for the security held or by refer-
ence to other securities issued by the same issuer. Therefore, these
instruments are measured based on price levels for similar issuers
adjusted for relative tenor and issuer quality.

Comvertible bonds are ganerally valued using prices obtained
directly from market sources. In cases where no directly compa-
rable price is avzilable, issuances may be priced wsing a convert-
ible: bond model, which values the embedded equity option and
debt components and discounts these amounts using a curve that
incorporates the credit spread of the issuer. Although market data
is readily available, comertible bonds are typically dassified as
Level 2 because there is insuffident thind-party frading transaction
data to justify a Level 1 dassification.

Traded [sans and Ioans designated at fair valus

Traded loans and loans designated t fair value are valued directly
using market prices that reflect recent transactions or quoted
dealer prices where available. For lliguid loans where no markst
price data is availzble, slternative valuation technigues are used,
which indude relative value benchmarking using pricing derived
from debt instruments in comparable entities or different prod-
ucts in the same entity The corporate lending portfolio is valued
using either directly observed market prices typically from consen-
sus providers or by using a credit default swap valuation tech-
nigue, which requires inputs for credit spreads, credit recovery
rates and interest rates. The market for these instruments is not
actively traded and even though price data is available it may not
be directly observable, and therefore corporate boans typically do
not meet Level 1 dassfication. Instruments with suitably deep
and liquid price data available will be dassified as Level 2, while
any positions requiring the use of valuation tedhnigues or for
which the price sources have insufficient trading depth are classi-
fied as Level 3. Recently originated commercial real estate loans
which are clasified as Level 3 are measured using a securitization
approach based on rating agency guidelines. Future profit and
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loss from the securitization is not recognized, but overall spread
mioves are captured in the loan valustion.

Induded within loans are varicus contingert lending transac-
tiors, for which valuations are dependent on actuarial mortality
levels and actuarial life insurance policy lapse rates. Martality and
lapse rate assumptions are based on external actuarial estimations
for large homogeneous pools, and contingencies are derived from
a range relative to the actuarially expected amount. In addition,
the pridng technique uses wolatility of mortality 2= an input.

Investment fund units

Investment fund wnits are predominantly exchange traded, with
quoted prices in liquid markets readily availsble. Where market
porices are not available, fair value may be measured wsing net as-
set values [N&V), taking into account any restrictions imposed
upan redemption. Listed units are dassified as Level 1, provided
there is sufficient trading to justify active market dassification,
while other positions are dassified as Lewel 2. Positions where
MNAV is mot available or which are not redeemable at the measure-
ment date or in the near future are dassified a5 Level 3.

Asset-hacked securities

Residential mortgage-backed seourities (RMBS), commerdal
marigage-backed securities (CWVBS), other asset-backed
sacurities (ABS) and collateralized debt obligations (CDO)

RMBS, CMWBS, ABS and CDO are instruments generally issued
throwgh the process of securitization of underlying interest bearing
assets. The underlying collateral for RMBS is residential mortgages,
for CWES, commercial mortgages, for ABS, other assets such as
credit card, car or student loans and leasss and for CDO, other
securitized positions of RMBS, CMES or ABS. The markst for these
sacurities is not active, and therefore a variety of waluation tech-
migues are used to measure fair value. For mare liquid securities,
trade or guote data may be obtained periodiclly for the instru-
ment held, and the valuation process will use this trade price data,
updated for movernents in market levels between the time of trad-
ing and the time of valustion. Less liquid instruments are measured
using discounted expected cash flows incorporating price data for
instruments or indices with similar risk profiles. Expected cash flow
estimation imwohwes the modeling of the expected collateral cash
flows using imput assumptions derived from proprietary models,
fundamental analysis and/or market research based on manage-
ment’s quantitative and qualitative assessment of current and fu-
ture economic conditions. The expected collateral cash flows thas
estimated are then converted into the seourities” projected perfor-
mance under such conditions based on the oedit enhancement
and subordination terms of the securitization. Expected cash flow
schedules are discounted using a rate or discount margin that re-
flects the discount: levels required by the market for instruments
with similar risk and liguidity profiles. Inputs to discounted expect-
ed cash flow techniques indude asset prepayment rates, discount

434/570

oOoOooodn



Mote 24 Fair value measurement (continued)

margin ar discount yields, asset default rates and asset |oss on
default severty, which may in turn be estimated using mare fun-
damental loan and economic drivers such as, but not limited to,
loan-to-value data, house price apprediation, foredosure costs,
rental income levels, void periods and employment rates. RMBS,
MBS and ABS are generally dassified as Level 2. However, if sig-
nificant inputs are unobservable, or if market or fundamental data
is not available for instruments or collateral with a sufficiently sm-
ilar risk profile to the positions held, they are dassified as Level 3.

Equity instruments
The majority of eguity securities are actively traded on public stock
exchanges where quoted prices are readily and regularly availzble,
resulting in their dassification as Level 1. Units held in hedge
furvds are also dassified as equity instruments. Fair value for these
units is measured based on their published NAY. taking into ac-
count any restrictions imposed upon the redemption. These units
are classified 2= Level 2, except for positions where published MNAY
is mot available or which are not redeemahble at the measurement
date ar in the near future, which are classified a5 Level 3.
Undisted equity holdings, induding private equity positions, are
initially marked at their transaction price and are pericdically re-
valued to the extent reliable evidence of price movements be-
comes available or the position is deemed to be impaired.

Finandal assets underying unit-linked investrments

Unit-linked investment contracts allowr imvestors to invest in a
poal of assets through issued investment units. The unit holders
receive all revwards and bear all risks asocdated with the reference
asset pool. Assets held under unitlinked imestment contracts are
presanted as Trading portfolio assets. The majority of assets are
listed on exchanges and are dassified as Level 1 if actively traded,
or Level 2 if trading is not active. However, instruments for whidh
prices are not readily available are dassified as Level 3.

Structured repurchase agreements and structured reverse
repurchase agreements

Structured repurchase agreements and struchured reverse repur-
chase agreements designated at fair value are messured using
discounted expected cash flow tedhnigues. The discount rate ap-
plied is based on funding curves that are spedfic to the collateral
eligibility terms for the contract in question. Collateral terms for
these positions are not standard and therefore funding spread
levels used for valuation cannot be observed in the market. As a
result, these positions are mostly dassified as Level 3.

Replacement values

Callateralized and uncollaterslized instruments

The curves used for discounting expected cash flows in the valua-
tion of collateralized derivatives reflect the funding terms assod-
ated with the relevant collateral arrangement for the instrument
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bbeing valued. These collzteral zrrangements differ across counter-
jparties with respect to the eligible currency and interest terms of
the collateral. The majority of collateralized derivatives are mea-
sured using a discount curve that is based on funding rates de-
rived from cvernight interast in the cheapest eligible currency for
the respective counterparty collteral agreement.

Uncollateralized derivatives are dscounted using the LIBOR (or
equivalent} curve for the currency of the instrument. As described
in “Note 24d Valuation adjustments, ” the fair value of uncollater-
alized dervatives is adjusted wsing CWA or DVA processes to re-
flect an estimation of the impact of counterparty credit and UBS
o credit risk on the fair value of assets and liabilities.

Interest rate contracts

Inferest rate swap contracts indude interest rate swaps, bass
SWEES, Cross-Currency swaps, inflation swaps and interest rate for-
wards, often referred to as forward rate agreements (FRA). These
products are valued by estimating future interest cash flows and
discounting those cash flows using a rate that reflects the appro-
priate funding rate for the pesition being measured. The yield
curves used to estimate future index levels and discount rates are
generated using market standard yield curve modsals wEing inter-
est rates assodated with current market activity. The key inputs to
the models are interest rate swap rates, FRA rates, short-term in-
terest rate futures prices, basis swap spreads and inflation swap
rates. In most cases, the standard market contracts that form the
inputs for yield curve models are traded in active and observable
markeis, resulting in the majority of these finandal instrements
bbeing dassified as Level 2.

Interest rate option contracts indude caps and floors, swap-
tiors, swaps with complex payoff profiles and other more com-
plex interest rate options. These confracts are valued using various
market standard option models, using inputs that indude interest
rate yield curves, inflation curves, volatilities and correlations. The
volatility and comelation inputs within the models are implied
from market data based on market chserved prices for standard
option instruments trading within the market. Option modek
wsed to value mare exctic products have a number of model pa-
rameter inputs that require calibration to enable the exotic modal
to price standard option instruments to the price levels observed
in the market. Although these inputs cannot be directy chsenved,
they are generally treated as Level 2, as the calibration process
enables the model output to be validated to active market levels.
Meodeks calibrated in this way are then used to revalue the portfo-
lio of both standard cptions a5 well as more exctic produds. In
mast cases, there are active and observable markets for the stan-
dard market instruments that form the inputs for yield curve mod-
els as well as the finandal instruments from which volatility and
comelation inputs are derived, resulting in the majority of these
products being dassified as Level 2. Within interest rate option
contracts, exctic options for whidh appropeiate volatility or comre-
lation input levels cannot be implied from observable market data

433

435/570

Fnancial information

oOoOooodn



Financial information
Motes to the consolidated finandal statements

Mote 24 Fair value measurement (continued)

are classified a5 Level 3. These options are valued wusimg wolatility
and correlation levels derived from non-market sources.

Interest rate swap and option contracts are classified a5 Level 3
when the maturity of the confract exceeds the term for whidh
stamdard market quotes are cbsarvable for a significant input pa-
rameter. Such positions are valued by extrapclation from the last
observable point using standard assumptions or by reference o
another observable comparable input parameter to represent a
suitable proxy for that portion of the term.

Balance guaranteed swaps (BGS) are interest rate or currency
swaps that have a notional schedule based on a securitization
vehide, requiring the valuation to incorporate an adjustment for
the unknown future variability of the notional schedule. Inputs to
value BGS are those used to walue the standard market risk on the
swap and those used to estimate the notional schedule of the
underlying securitization pool (ie., prepayment, default and inter-
est rates). BGS are dassified as Level 3, as the correlation between
unscheduled notional changes and the underlying market risk of
the BG5S does not have an active markat and cannot be observed.

Credit derivative contracts
Credit derivative contracts based on a single credit name incdude
credit default swaps (CDS) based on corporate and sovereign
single names, CDS on loans and certain total return swaps (TRS).
These contracis are valued by estimating future default probabili-
ties wsing industry standard models based on market credit
spreads, upfront pridng points and implied recovery rates. These
default and recovery assumptions are used to generate future ex-
pected cash flows that are then discounted using market standard
discounted cash flow meodels and a discount rate that reflects the
appropriate funding rate for that partion of the portfolic. TRS and
certain single-name DS contracts for which a derivative-based
credit spread is not directly available are valued using a credit
spread derived from the price of the cash bond that is referenced
in the credit derivative, adjusted for any funding differences be-
tween the cash and synthetic product. Loan CDS for which 2
credit spread canmot be observed directly may be valued, where
possible, wsing the corporate debt curve for the entity, adjusted
for differences between loan and debt default definitions and re-
covery rate assumptions. Inputs to the valuation models used to
value singlename and lcan C0S include simgle-name credit
spreads and upfront pridng points, recovery rates and funding
curves. In addition, corporate bond prices are used as inputs o
the valuation model for TRS and certain single-name or loan CDS
&5 described. Mamy single-name credit default swaps are classified
a5 Level 2 because the credit spreads and recovery rates used o
value these contracts are actively traded and cbsenvable market
data s available. Where the underlying reference name is not ac-
tively tradad, these contracts are dassified as Level 3.

Credit derivative contracts based on a portfolio of credit names
indude credit default swaps on a credit ind=x, credit default swaps
based on a bespoke partfolio or first to default swaps (FTD). The
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valuation of these contracts i similar to that described above for
single-name CD5 and indudes an estimation of future default
probabilities wsing industry standard models based on market
credit spreads, upfront pricing points and implied recovery rates.
These default and recovery asumptions are used to generate fu-
ture expected cash flows that are then decounted using markst
standard discounted cash flow models based on an estimation of
the funding rate for that portion of the portfolio. Tranche products
and FTD are valued using industry standard models that, in addi-
tion to defzult and recovery assumptions &= above, incorpaorate
implied comelations to be applied to the credits within the portfo-
o in order to apportion the expected credit loss at a portfolio
level across the different tranches or names within the owerall
structure. These correlation assumpticns are derived from prices of
actively traded index tranches or other FID baskets. Inputs to the
vahuztion models used for all portfolio credit default swaps induds
single-name or index credit spreads and wpfront pridng points,
recovery rates and fundimg curves. In addition, models used for
tranche and FTD products have implied credit comelations as in-
puts. Credit derivative contracts based on a portfolio of oedit
names are classified as Level 2 when credit spreads and recovery
rates are determined from actively traded observable market data,
and when the comelation data used to value bespoke and index
tranches is based on actively traded index tranche instruments.
Thiz comelation data undergoss a mapping process that takes into
account both the relative trandhe attadhment/ detachment points
in the overall capital structure of the portfolio and portfolio com-
position. Where the mapping process requires extrapalation be-
yond the range of available and active market data, the position =
classified as Level 3. This relates to 2 small number of index and all
[bespoke tranche confracts. FTD are dassified as Level 3, as the cor-
relations between specific names in the FTD portfolic are not ac-
tively traded. Also dassified as Level 3 are several older credit index
positions, referred to as “off the run” indices, due to the lack of
any active market for the index credit spread.

Credit derivative confracts on securitized producis have an un-
deryirg reference asset that is a securitized product (RMBS,
CIMEBS, ABS or CDO) and include credit default swaps and certain
TRS. These credit default swaps (typically referred to as ~pay-a=-
you-go” or “PAYG CD5S™) and TRS are valued using a similar valu-
ation technique to the undarying security (by reference to equiva-
lent securities frading in the market, or through cash flow
estimation and discounted cash flow techniques as described in
the Asset-backed securities section abovel, with an adjusiment
made o reflect the funding differences between cash and syn-
thetic form. Inputs to the PAYG CDS and TRS are those used to
value the underlying security (prepayment rates, default rates, loss
saverity, discount margin/rate and other inputs) and those wsed
to capture the funding basis differential between cash and syn-
thetic form. The dassification of PAYG CD5 and these TRS follow
the characteristics of the underlying security and are therefore
distributed across Level 2 and Level 3.
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Mote 24 Fair value measurement (continued)

Foreign excharge (FX) contracts

Open spat FX contracts are valwed using the FX spot rate cbserved
in the markat. Forward FX contracts are valued using the FX spot
rate adjusted for fonward pricing points observed from standard
market-based sources. As the markets for both FX spot and
Fx forward pricing points are both actively traded and observable,
FX contracts are generally dassified as Level 2.

OTC FX option contracts indude standard call and put options,
options with multiple exerdse dates, path-dependent options, op-
tiorns with averaging features, options with discontinuous pay-off
characteristics and options on a number of underlying Fx rates.
OTC FX option contracts are valued using market standard cption
valuation models. The models used for shorter-dated options (.2,
maturities of five years or less) tend to be different than those
used for longerdated options because the models needed for
longer-dated OTC FX contracts require additional consideration of
interest rate and FX rate interdependency. Inputs to the option
valuation models indude spot FX rates, FX forward points, FX
volatilities, interest rate yield curves, interest rate volatibities and
correlations. The inputs for volatility and correlation are implisd
through the calibration of observed prices for standard option
contracts trading within the market.

A5 inputs are derived mostly from standard market contracts
traded in active and observable markets, a significant proportion
of OTC FX option contracts are dlassified as Level 2. OTC FX op-
tion contracts dassified as Level 3 include bong-dated FX exctic
option contracts for which there is no active market from whidh
to derive volatility or comrelation inputs. The inputs used to value
these OTC FX opfion contracts are caloulated using consernsus
pricing services without an underlying prindpal market, historical
asset prices or by exirapolation.

Cross currency balance guaranteed swaps (BGS) are dassified
25 foreign exchange confracts. Details of the fair value dassifica-
tion can be found under interest rate contracts above.

Equity/index contracts

Equity/index contracts indude equity forward contracts and eg-
uity option contracks. Equity forward contracts have a single stock
or index underlying and are valued using market standard maodels.
The key inputs to the models are stock prices, estimated dividend
rates amd equity funding rates (which are implied from prices of
fonward contracts observed in the market). Estimated cash flows
are then discourted using market standard dscounted cash flow
models using a rate that reflects the appropriate funding rate for
that portion of the portfolio. As inputs are derived mosily from
standard market contracts traded in active and observable mar-
kets, a significant proportion of equity forward contracts are dlas-
sified as Level 2. Positions classified as Level 3 have no market
data available for the instrument maturity and are valued by some
form of extrapolation of available data, use of historical dividend
data, or use of data for a related equity.
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Equity option comtracts indude market standard single or bas-
ket stock or index call and put options as well as equity option
contracks with more complex faatures induwding option contracts
with multiple or continuous exercise dates, option contracts for
which the payoff is based on the relative or average performance
of components of a basket, option contracts with discortinuous
payoH profiles, path-dependent options and option contracts
with a payoff calculated directly upon equity features other than
price {i.e., dividend rates, volatility or correlation). Equity option
contracts are valuwed wsing market standard models that estimate
the equity forward level zs described above for equity forward
contracts and inconporate inputs for stock volatility and for cor-
relation between stocks within a basket. The probability-weight-
ed expected option payoff generated is then discounted using
market standard discounted cash flow models using a rate that
reflects the appropriate funding rate for that portion of the part-
folio. Positions for which inputs are derived from standard mar-
ket contracts traded in active and observable markets are dlassi-
fied as Level 2. Level 3 positions are those for which wolatility,
forward or correlation inputs are not observable and are there-
fore valued using extrapolation of available data, historical divi-
dend, correlation or valztility data, or the equivalent data for a
related equity:

Commodity denvative contracts

Commodity derivative contracts indude forward, swap and op-
tion coniracts on individual commodities and on commodity indi-
ces. Commodity forward and swap confracts are measured using
market standard models that use market forward levels on stan-
dard instruments. Commeodity option confracts are measured us-
ing market standard option models that estimate the commodity
forward level as described above for commedity forward and
swap confracts, incorporating inputs for the volatility of the un-
derlying index or commeodity. The option modsl produces a prob-
ability-weighted expected option payoff that is then discounted
using market standard discounted cash flow models using a rate
that reflacts the appropriate funding rate for that portion of the
portfolio. For commedity options on baskets of commodities or
bespoke commodity indices, the valuation tedhnigue also incor-
jporates inputs for the comelation between different commodities
or commodity indices. Individual commodity contracts are typi-
cally classified as Level 2 because active forward and wolatility
miarket data is available.

Financial liabilities designated at fair value

Structured and OTC debt instruments isswed

Structured debt instruments issued are comprized of medium-
term notes (MTN), which are held at fair value under the fair
value opfion. These WTHN are tailored specifically to the holders
risk or investment appetite with structured coupons or payoffs.
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Mote 24 Fair value measurement (continued)

The risk management and the valuation approaches for these
hTH are closely aligred to the equivalent dervatives business
and the wunderlying risk, and the valuation techniques used for
this component are the same as the relevant valuation techiniques
described above. For example, equity-linked notes should be ref-
erenced to equity/index contracts in the replacement value sec-
ticn and credit-linked notes should be referenced to credit deriva-
tive contacts.

) Transfers batwesn Level 1 and Level 2 in the fair value hieranchy

With the adoption of IFRS 13, UBS refined its methodology re-
garding disclosure of transfers betwesn Level 1 and Level 2 in the
fair value hisrarchy. The amounts disclosed reflect transfers be-
tween Level 1 and Level 2 for instruments which were held for the
entire reporting paricd.

Assets totaling approximately CHF 0.8 billion, which were
mainly comprized of financial assets held for trading, and lizbili-
ties totaling approximately CHF 0.1 billion were transferred from

) Movements of Level 3 instruments

Significant changes in Level 3 instruments

The table on the following pages presents additional infarmation
about Lewel 3 assets and liabiities measured at fair value on a re-
curring basis. Level 3 assets and lizhilities may be hedged with
instruments dassified as Level 1 or Level 2 in the fair value hierar-
chy and, as a result, realized and unireslized gains and losses in-
duded in the table may not include the effect of related hedging
activity. Further, the realized and unrealized gains and |osses pre-
sented withim the table are not limited solely to those arising from
Level 3 inputs, as valuations are generally derived from both ob-
servable and uncbsarvable parametars.

With the adoption of IFRS 13, the Group refined its methodol-
ogy for determining transfers and movemnents of Level 3 instru-
mients, resulting in increased disclosure granularity and alignment
with industry best practices. Assets and liabilities transferred into
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Other lishilities —amounts due under unit-linked contracts
Unit-Enked investment contracts allow imeestors o invest in a pool
of assais through issued mvestmant units. The unit holders receive
all rewards and bear all risks associated with the reference assst
pool. The financial Eability reprasents the amounts due to wnit
holders and & equal to the fair valwe of the reference asset pool.
The fair values of investment contract liabilibes are determined by
reference to the fair value of the comesponding assets. The liabili-
ties themnsehes are not actively traded, but are mainly refarenced
to instruments which are and are therefore clasified as Level 2.

Level 2 to Level 1 during 2013, generally due to increzsed levels
of trading activity observed within the market.

Assets totaling approximately CHF 1.0 billion, which were main-
Iy comiprised of financial assets held for trading and positive replace-
ment vaklues, and liabilities totzling approximately CHF 0.3 billion,
which were primarily comprised of negative replacement walues,
were transferred from Level 1 to Level 2 during 2013, generally dus
to diminished lewels of rading activity observed within the market.

or out of Level 3 are now presented as if those amets or liabilties
had been trarsferred at the beginming of the anmual reporting
jpericd. Prior to adopting IFRS 13, the Growp presented transfers
into or out of Level 3 on a quarterly basis, with the quarters then
aggregated for the annual result. Comparative data has not been
restated.

As of 31 Decemnber 2013, finandial instruments measured with
valuation techniques using significant mon-market-chservable in-
puts {Level 3) mainly comprised the following:

— structured debt instruments issued {equity- and credit-linked);

- red reverse repurchase and securities borrowing agree-
ments;

— credit derivative contracts and

— structured over-the-counter debt instruments.
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Mote 24 Fair value measurement (continued)

Significant movements in Level 3 instruments during the year
ended 31 December 2013 were as follows.

Financial assets held for trading

Financial assats held for trading decreased from CHF 5.7 billion to
CHF 4.3 bilkon during the year. Issuances of CHF 5.0 billion, com-
prised of traded loans, and purchases of CHF 2.1 billion, mainly
comprised of corporate bonds and traded loans, were mosthy off-
szt by sales of CHF 6.8 billion, which were primarily comprised of
traded loans. Transfers into Level 3 during the period amounted
to CHF 2.2 billion ard were mainly comprised of tradad loans,
morigage-backed seourities and corporate bonds due to de-
creased chservability of cedit spread inputs. Transfers out of Lew-
el 3 amounted to CHF 1.2 billion and were primarily comprised of
asset-backed securities, traded loans and corporate bonds.

Financizl assets designated at fair value

Financial assets designated at fair value decreased from CHF 4.9
billion to CHF 4.4 hillion during the year. Setlements of CHF 3.3
billizn, primarity comprizsed of struchured reverse repurchase and
securities borrowing agreements, were partly offset by issuances
of CHF 2.6 hillion, which were mainly comprised of stnuchured
reverse repurchase and securities borrowing agreements and
structured loans.

Financial imestments available-for-sal=

Financial investments available-for-sale increased from CHF 0.7

billion #o CHF 0.2 billion during the year. Sales of CHF 0.2 billion

were more than offset by net gains of CHF 0.1 billion induded in
ive income, purchases of CHF 0.1 billion and transfers

into Lewel 3 of CHF 0.1 billion.

Paositive replacement values

Paositive replacement values decreased from CHF 8.1 billion to
CHF 55 billion durimg the year Settlemerts and issuances
amounted to CHF 4.7 hillion and CHF 2.2 billion, respectively, and
were primarily comprised of credit derivative contracts. Transfers
into Level 3 amounted o CHF 3.8 billion and were primarily com-
prised of credit derivative contracts and foreign exchange deriva-
tive confracts. These transfers resulted from both changes in the
availzhility of abservable inputs for credit spread and changes in
comrelation between the portfolio held and the representative
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miarket portfolio used to independenthy verify market data. Trans-
fers out of Level 3 totaling CHF 2.7 billion included UBS's option
to acquire the equity of the SME StabFund, which was fransferrad
from Level 3 to Level 2 during the third quarter of 2013 and exer-
cised subsequently.

Megative replacement values

Megative replacement values decreased from CHF 6.5 billion to
CHF 4.4 billion during the year Settlements and issuances
amounted to CHF 4.6 billion and CHF 1.4 billion, respectively.
Settlements were primarily comprised of credit derivative con-
tracts, and issuances were mainly comprised of equity/index con-
tracts and credit derivative contracts. Transfers into and out of
Level 3 amounted to CHF 3.0 billion and CHF 1.0 billion, respec-
tively, and were primarily comprised of oedit derivative contracts
and equityfindex contracts resulting from changes in the avail-
ahility of chservable inputs for credit spread and changes in cor-
relation between the partfolio held and the representative market
portfolio wsed to independently verify market data.

Financial liakilities designated at fair valus

Financial kzhbilities designated at fair value decreased from CHF
147 billion to CHF 12.1 bilion during the yesr. Settlements of
CHF 9.4 hbillion, mainly comprised of equity- and cedit-linked
structured debt instruments issued and structured over-the-coun-
ter debt instruments, were partly offset by issuances of CHF 6.4
billion, which were primarily comprised of equity-inked struc-
tured debt instruments issued, non-structured fixed-rate bonds,
structured repurchase agreements and structured over-the-coun-
ter debt instruments. Finandal liabilities designated =t fair value
transterred into and cut of Level 3 amounted to CHF 2.9 bilkion
ared CHF 1.7 billion, respectively. Transfers into Level 3 wers pri-
marily comprised of rates- amd equity-linked structured debt in-
struments issued as well as structured over-the-counter debt in-
struments, a5 a reduction in chsenvable equity volatility inputs and
credit commelation affected the embedded options in thess struc-
tures. Transfers out of Level 3 were mainly comprised of equity-,
credit- and rates-linked structured debt instruments issuwed, dueto
volatility inputs becoming observable for credit spread, equity
volatility inputs and rates comelation used to determine the fair
value of the embedded options in these structures.
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Mote 24 Fair value measurement (continued)

Movements of Level 3 instruments
Total gaires/losses induded in comprehensive income

of uahich: of wehich
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Mote 24 Fair value measurement (continued)
h) Valuation of assets and liabilities classified as Level 3

The table on the following pages presents the Group's assets and
liabilities recognized at fair value and classified as Level 3, togeth-
er with the valuation techniques wsad to measure fair value, the
significant inputs used in the valuation technigue that are consid-
ered unobservable and a range of values for those uncbservable
inputs.

The range of values represents the highest and lowest level
input used in the valuation techniques. Therefore, the range does
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not reflect the level of uncertainty regarding 2 particular input,
[but rather the different underlying characteristics of the relevant
assets and liabilities. The ranges will therefore vary from period to
pericd and parameter to parameter based on characteristics of
the instruments held at each balance sheet date. Further, the
ranges of unobsenable inputs may differ across other finandal
institutions due to the diversity of the produds in each firm's in-
wentony.

Waluation technigues and inputs wed in the fair value measurement of Level 3 assets and liabilities

Fair value as of 31.12.13 Range of inputs
Significant
CHF bilion Azsets  Liabilities Waluadion techniguels)  unobservable inpub{s)’ low high unit!
Finamcial assets held for trading/!
Trading portfolia llabilties, Finandal
asgets ([Labilities nated at
Tair value and
available-for-sale
Covpamte bonds and mumicips! bonds,
including boveds Exved by insncial innVfations 12 ] 02 Balative value b market companabls Bond price equivalent o i ponk
Fradded lasns, inans desigrated at fair value
and fan commitments 22 0.0 Refatfer value b market companable Loam price equialent 1] 102 painks
Decousted espectid cash flows Credit sprad B5 135  basis panks
Market comparable and
secuiitization model  Discosnt margin/spread 1 15 %
Martality dependent cash flow Velaflity of mortaliy i 12 =
Investment fund usits’ oLE 0.0 Refatrer value bo market companable it et valen
Aceai-backed sacwiier .o om [srnunbed cash flow projedtion Constast prepapmes? rabe ] i3 ®
Constast default rate Q 1] *
Loss sevarity L] 100 =
Dispoent margin'spread 1 - *
FBislatiee value b market Band price equival L] 102 painks
Eguty instraments’ oLE 0.0 Refatier value bo market companable Price
Sryctured freversal repuvchace agresments 1 1.2 [ecousted espectid cash flows Funding spread i) 163 basis panks
Finavcisl snes o uai-inbed nvesment
confracts’ o Eilatiee value b market companatle Peice
Sroctured deff instromants and
mon-suctued fed-ae botds! 1.0
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Mote 24 Fair value measurement (continued)

Valuation techniques and inputs used in the fair value measurement of Level 3 adsets and liabilities (continued)
Fair value as of 31.12.13 Range of inputs
Significant
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Mote 24 Fair value measurement (continued)

Significant unobservable inputs in Level 3 positions

This section discusses the significant unobservable inputs identi-
fied in the table above and zssesses the potential effect that a
change in each uncbservable input in solztion may have on a fair
value measurement, including information to fadlitate an under-
stamding of factors that give rise to the input ranges shown. Rela-
tiorships bebween observable and unobsensable inputs have not
been induded in the summary below:

Bond price eguivalent Where market prices are not available for
a bord, fair value is measured by comparison with cbservable
pricing data from similar instruments. Factors considered when
selecting comparable instruments incdude credit quality, maturity
and industry of the Esuer. Fair value may be measured either by a
direct price comparison or by conversion of an instrument price
into a yield (either as an outright vield or as a spread to LIBOR).
Bord prices are expressed as paoints of the nominal, where 100
represents a fair value equal fo the mominal value {i.e., par).

For corporate and municipal bonds, the range of 0-127 repre-
sants the range of prices from reference Esuances used in detar-
rmining fair value. Bonds priced at 0 are distressed to the point that
no recovery is expected, while prices significantly in excess of 100
or “par” relate to inflation-linked or structured issuances that pay
& coupon in excess of the market benchmark &= of the measure-
ment date. The weighted average price is approximately 87 points,
with a majority of positions concentrated around this price.

For asset-backed securities, the bond price range of 0-102
points represents the range of prices for reference securities usad
in determining fair value. An instrument priced at 0 & not ex-
pected to pay any principal or interest, while an instrument priced
close to 100 points is expected to be repaid in full as well as pay a
yield dose to the market yield. More than 75% of the partfolio is
priced at 80 points or higher, and the weighted average price
for Level 3 assets within this portion of the Level 3 portfolio is
84 paints.

For credit derivatives, the bond price range of 0-100 poirts
disclosed within credit derivatives represents the range of prices
used for reference instruments that are typically converted to an
equivalent yield or credit spread as part of the valuation process.
The range is comparable to that for corporate and asset-backed

Loan price eguivalent: Where market prices are not available for a
traded boan, fair walue is measured by comparison with chservable
pricing dsta for similar instruments. Factors considered when s=-
lecting comparable instruments include industry segment, collat-
eral quality, maturity and issuer-specific covenants. Fair value may
be measured either by a direct price comparison or by conversion
of an instrument price into a yield. The range of 0-102 points
represents the ramge of prices derived from reference issuances of
a similar credit quality used in measuring fair value for loans clas-
sified as Level 3. Loars priced at 0 are distressed to the point that
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no recovery is expectad, while a current price of 102 represents a
loan that is expected to be repaid in full, and ako pays a yield
miarginally higher than market vield. The portfolio is distributed at
both the very low end and the very high end of the disclosed
range with a weighted average of approxmately 90 points.

Credit spread: Valuation models for mamy credit derivatives re-
quire an ingut for the credit spread, which is a reflection of the
credit quality of the assodated referenced underlying. The credit
spread of a particular security is quoted in relation to the vield on
a benchmark security or reference rate, typically either LS Trea-
sury or UBOR, and is generally expressed in terms of basis points.
An increasa/(decreass) in credit spread will increase/{decrease)
the value of credit protection offered by CDS and other credit
derivative products. The impact on the results of the Group of
such changes depend on the nature and direction of the positions
held. Credit spreads may be negative where the asset is more
creditworthy than the benchmark against which the spread is cal-
culated. A wider credit spread represents decreasing creditworthi-
ness. The ranges of 65-125 basis paints in loans and 2-1407 basis
jpoints in credit dervatives represents a diverse set of underlyings,
with the lower end of the range representing credits of the high-
est quality {e.g.. approximating the risk of LBOR) and the upper
end of the range representing greater levels of credit risk.

Constant prepayment rate: A prepayment rate represents the
amount of unscheduled principal repayment for 2 poal of loans.
The prepayment estimate is based on a number of factors, such as
historical prepayment rates for previous loans that are similar pocl
loans and the future ecanomic oullook, considering factors in-
cluding, but not limited to, future interest rates. In general, a sig-
nificant increass (decrease) in this uncbservablz input in isclation
wiould result in a significantly higher (lowwer) fair value for bonds
trading at & discount. For bonds trading at a premium the reverse
wiould apply, with a decrease in fair value when the constant pre-
payment rate increases. However, in certain cases the effect of
change in prepayment speed wpon instrument price is more com-
plicated and is dependent upan both the predise terms of the se-
curitization and the position of the instrument within the seouriti-
zation capital struchure.

For asset-backed securities, the range of 0—18% represents in-
puts across various dasses of asset-backed securities. Securities
with an imput of 0% typically reflect no current prepayment be-
havior within their underlying collateral with no expectation of
this changing in the immediate future, while the high range of
18% relates to securities that are curmently experiendng high pre-
payments. Different dasses of asset-backed securities typically
shiow different ranges of prepayment characteristics depending
on a combination of factors, induding the borrowers” ability to
refinance, prevailing refinancing rates, and the guality ar charac-
teristics of the underlying loan collateral pools. The weighted aw-
erage constant prepayment rate for the partfolio is 29%.
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Mote 24 Fair value measurement (continued)

For credit derivatives, the range of 0-15% represents the in-
put assumption for credit derivatives on asset-backed securities.
The range is driven in a similar manner to that for asset-backed
securities.

For PX contracts and interest rate contracts, the ranges of
0-13% and 0—3%, respectively, represent the prepayment as-
sumpiions on securitizations underlying the BGS portfolio. This
portfolio is less diverse than other asset-backed securities port-
folics and the range of prepayment speed is therefore narrower.

Canstant default rate (CDR): The CDR represents the percentage
of outstanding principal balances in the podl that are projected to
default and liquidate and is the annualized rate of defzult for 2
growp of mortgages or loans. The CDR estimate s based on a
nurmiber of factors, such as collzteral delinquency rates in the pocl
and the future economic outlock In general, a significant increase
{decreasa) in this uncbservable input in isolstion would result in
significantly lower (higher) cash flows for the deal ([and thus lower
{higher) valuations). However, different instruments within the
capital structure can react differently to changes in the CDR rate.
Generally, subordinated bonds will decrease in value as COR in-
crezzes, but for well-protected senicr bonds an increzse in COR
may cause an increase in price. In addition, the presence of a
guarantar wrap on the collateral pool of 2 security may result in
notes at the jumior end of the capital structure experiencing a
price increase with an increase in the default rate.

The ranges of ~10% for asset-backed securities and 0-12%
for credit derivatives represent the expected default percentage
across the individual instruments” undertying collateral pocls. For
asset-backed securities, the weighted average CDR is 2%

Less severity/recovery rate: The prajected loss severity/ recovery
rate reflects the estimated boss that will be realized given expected
defaults. Loss severity is generally applied to collateral within as-
set-backed securities while the recovery rate is the analogous pric-
ing input for corporate or sovereign credits. Recovery is the re-
versa of loss severity, so a 100% recovery rate is the equivalent of
2 0% loss severity. Increases in loss severity levels/ decrease in re-
cowery rates will result in lower expected cash flows into the struc-
ture upan the default of the instruments. In general, a significant
decraase (inorease) in the boss severity in isolation would result in
significantly higher {lower) fair value for the respective asset-
backed securities. The impact of a change in recovery rate on a
credit derivative position will depend upon whether credit protec-
tion has been bouwght or sold.

Loss severity is witimately driven by the value recoverable from
collateral held after foredosure ooours relative to the boan pring-
pal and possibly unpaid interest accrued at that point. The range
of 0-100% for asset-backed securities represents the different
quality and nature of collateral within the asset-backed securities
portfolio. The weighted average loss severity s 30%. For credit
derivatives, the loss severity range of 0-100% applies to deriva-
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tives on asset-backed securities and is broadly similar to the rangs
for cash positions held. The recovery rate range of 0-35% repre-
zants 3 widz range of expected recovery levels on credit derivative
contracts within the Level 3 portfolic.

Discount margin (D) spread: The DM spread represents the: dis-
count rates used to present value cash flows of an asset to reflect
the market return required for uncertainty in the estimated cash
flows. DM spreads are a rate or rates applied on fop of a floating
index {e.g., LIBOR) to discount expected cash flows. Generally, a
decrease (increase) in the uncbsenable input in isolation would
result in a significantly higher (lower} fair value.

The different ranges represent the different discount rates
across hoans {1-15%4), asset-backed securities {1-39%) and aedit
derivatives (0-39%). The high end of the range relates to securities
that are priced very low withim the market relative to the expected
cash flow schedule and there is significant discounting relative o
the expected cash flow schedule. This indicates that the market =
pridng an increased risk of cedit loss into the security that =
greater than what is being captured by the expected cash flow
generation process. The low ends of the ranges are typical of fund-
ing rates on better quality instruments. For zsset-badied securities,
the weighted average DM is 5.5%. For loans, the average effective
DM is 1.84% compared with the discosed range of 1-15%.

Equity dividlend elds: The dervation of a forward price for an
individual stock or index is important both for measuring fair val-
we for forward or swap confracts and for measuring fair value
using option pricing models. The relationship between the current
stock price and the forward price. is based on a combination of
expected future dividend levels and payment timings, and, to a
lesser extent, the relevant funding rates applicable to the stock in
question. Dividend yields are generally expressed as an annualized
percentage of share price with the lowest Bmit of 0% represent-
ing a stock that is not expected to pay any dividend. The dividend
yield and timing represents the most significant parameter in de-
terminimg fair value for instruments that are sensitive to an equity
forward price. The range of 0—10% reflects the expected range of
dividand rates for the portfolic.

Vislatiliy: Volatility measures the variability of future prices for a
particular instrument and is generally expressed as a percentage,
where a higher mumber reflects a more wolatile nstrument for
which future price movemnents are mare lkely to ocour. The mini-
mmumn level of volatility = 0% and thers = no theoretical maxdmum.
Violatility is a key input into option models, where it is used to
derive a probability-based distribution of future prices for the un-
dertying instrument. The effect of volatility on individual positions
within the portfolic is driven primarily by whether the option con-
tract is a long or short position. In most cases, the fair value of an
option increases as a result of an increase i volzatility and is re-
duced by a decrease in volatility. Generally, wolatility used in the
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Mote 24 Fair value measurement (continued)

measurement of fair value is derived from active market option

prices (referred to as “implied” volatility). A key feature of implisd

volatility is the vaolatility “smile” or “skew.” which represents the
effect of pricing options of different option strikes at different
irnplied wolatility levels.

— Wolatility of interest rates — the range of 13-73% reflecs the
range of unobservable volatilities across different currencies
and related underlying interest rate levels. Volatilites of low
interest rates tend to be mudh higher than volatifities of high
interest rates. In addiion, different currencies may have sig-
nificanthy different implied volatifties.

— Wolatility of fareign exchange — the range of 7-20% reflects
differences across various FX rates.

— Wolatility of equity stocks, equity and other indices — the range
of 1-88% is reflective of the range of underlying stock wola-
tilities.

— olatility of mortality — the range of 21-128% represents maor-
tality volatiity assumptions for different components of the
mortality contingent loan portfolio. The range in volatility in-
puts i= driven by different characteristics of contracks within
the portfolic. An increase in wolatility will cause an increase in
loan value 2= the notional drawn will tend to increase.

Correlation: Comelation measures the interrelationship between
the movements of two variables. it is expressed as a percentage
between —100% and +100% where +100% are perfectly corre-
lated variakles imeaning a movement of one variable & assodated
with a movement of the other varizble in the same direction), and
—100% are inversely comrelated variables {meaning a movement
of one variable is associated with a movernent of the other vari-
ahle in the opposite direction). The effect of comelation on the
mieasurement of fair value is dependent on the spedfic terms of
the instruments being walued, due to the range of different payoff
features within such instruments.

— Rate-torate correlation — the cormelation between interest
rates of two separate curmendies. The range of B4-94% results
from the different pairs of ourrency invohsed.

— Intra-curve comelation — the comrelation between different ten-
or points of the same vield csrve. Correlations are typically
fairly high, as reflected by the range of 50-84%.

— Credit index correlztion of 10-20% reflects the implied corre-
lation derved from different indices across different parts of
the benchmark index capital structure. The input is particularly
important for bespoke and Level 3 index franches.

— Credit pair comelation is particularly important for FTD credit
structures. The range of 42-52% reflects the difference be-
tween credits with kow correlation and similar highly correlated
credits.

— Rate-to-FX correlation — captures the correlation between in-
terest rates and FX rates. The range for the portfolio = (71
6%, which represents the relationship betwesn intersst rates
and foreign exchange levels. The signage on such comelations
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is dependent on the quotation basis of the underlying FX rate
{e.g., EURSUSD and USDY EUR correlations to the same interest
rate will have opposite signs).

— F¥-to-FX correlation is particulary important for complex op-
tions that incorporate different FX rates in the projected pay-
off. The range of (83}-80% reflects the underlying characteris-
tics across the main FX pairs to which the Group has exposures.

— Equity-to-equity correlation is partioularly important for com-
plex options that incorporate, in some manner, different equi-
ties in the projected payoff. The doser the comelation is 1o
100%, the more related one equity is to another. For example,
equities with a wery high comelation could be from different
parts of the same corporate structure. The range of 17-39% =
reflective of this.

— Equity-to-FX comelation is important for equity options based
on a currency different to the currency of the underlying stock.
The range of {52}—77% repressnts the range of the relation-
ship between wnderlying stock and foreign exchange wola-
tilities.

Furding spread: Structured financing transactions are valued us-
ing synthetic funding curves that best represent the asssts that
are pledged as collateral to the transactions. They are not repre-
santative of where the Group can fund itself on an unsecured
[basiz, but provide an estimate of where the Group can scurce and
deploy secured funding with counterparties for a given type of
collateral. The funding spreads are expressed in terms of bass
points over or under LIBOR and if funding spreads widen this
increases the impact of discounting. The range of 10-163 bass
points for both structured repurchase agreements and struchured
reverse repurchase agreements represents the range of assst
funding curves, where wider spreads are due to a reduction in
liquidity of underlying collateral for funding purposes.

A small proportion of struchured debt instruments and non-
structured fixed-rate bords within financial liabilities designated
at fair value has an exposure to funding spreads that is longer in
duration than the actively traded market. Such positions are with-
in the range of 10— 163 basis points reported above.

Lipfront price points: & component in the price gquotation of credit
derivative contracts, whersby the owerall fair value price level &
split between the credit spread (basis points running over the life
of the contract as described above) and a component that is quot-
ed and settled upfront on transacting a new contract. This latter
component is referred to as wpfront price points and represents
the difference between the credit spread paid as protection pre-
mium on a current contract versus a small number of standard
contracts defined by the market Distressed credit names fre-
quently trade and quote CDS protection only in upfront points
rather than as a running credit spread. An increass/ (decrease) in
upfront paints will increases/(decrease) the value of dedit protec-
tion offered by DS and other oredit derivative produds. The ef-
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Mote 24 Fair value measurement (continued)

fect on the results of the Group of increases or decreases in up-
fromt price points depends on the nature and direction of the
pasitions held. Upfront priding poirts may be negative where a
contract i quaoting for 2 namower premium than the market stan-
dard, but are generally positive, reflecting an increase in credit
premium required by the market as creditworthiness detericrates.
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The range of (12)—68% within the table above represents the va-
riety of current market credit spread levels relative to the bench-
miarks used as a quotation basis. Upfront points of (12)% reflect
an instrument that is frading with a tighter credit spread than the
underlying quotation instrument, while upfront points of 68%
represent a distressed credit.

i} Sensitivity of fair value measurements to changes in unobsendable input assumptions

The table on the following page summarizes those financial assets
and liabilities classified as Level 3 for which a change in one or
more of the unobservable inputs to reflect reasonably possible
alternative assumptions would change fair value significantly, and
the estimated effect therecf. As of 31 December 2013, the total
favorable and unfavarable effects of changing one or more of the
unohservable inputs to reflect reasonably possible altermative as-
sumptions for finandal instruments dassified as Level 3 were CHF
1.2 billiom and CHF 1.1 killion, respactively (31 Decamber 2012:
CHF 1.8 kallion and CHF 1.4 billion, respectively). In the table om
the following page. the significant change in sensitivity within eq-
uity/index derivative contracts from 31 Decamber 2012 to 31 De-
cember 2013 resulted from the transfer of LBSs option to acguire
the equity of the SMEB StabFund from Level 3 o Level 2 during the
third gquarter and the subsequent exercise.

The table shown presents the favorable and unfavorable ef-
fects for each dass of finandal assets and lizhilities for which the
potential change im fair value is considered significant. The sensi-
tivity data presented represents an estimation of valuation uncer-
tainty based on reasonably possible alternative vaklues for Level 3
inputs at the balance sheet date and does not represent the esti-
mated effect of stress scenarics. Typically, these financial assets
and liabilities are sensitive to a combination of inputs from Levels
1-3. Although well-defined interdependencies miay exist betwesn
Levels 1-2 and Level 3 parameters {e.g., bebween interest rates,
which are generzlly Level 1 or Level 2, and prepayments, whidh
arz generally Level 3), these hawe not been incorporated in the

table. Further, direct inter-relationships between the Level 3 para-
meeters disoussed belowr are not a significant element of the walu-
ation umcertainty.

Sensitivity data is estimated using a number of techniques includ-
ing the estimation of price dispersion among different market par-
ticipants, wariation in modeling approaches and reasonably possible
changes to assumptions used within the fair vakse measurement
process. The sensitivity ranges are not ahways symmetrical around
the fair values as the inputs used in valuations are not always pre-
cisely in the middle of the favorable and urfavorable range.

Sensitivity data is determined at a product or parameter level
and then aggregated assuming no diversification benefit. The cal-
culated sensitivity is applied to both the outright position and any
related hedges. The main interdependendes across different
products to a single unobsenable input parameter have been in-
cluded in the basis of netting exposures within the caloulation.
Aggregation without allowing for diversification imolves the sim-
ple summation of individual results with, the total sensitivity
therefore representing the impact of all unohsenahble inputs
which, if moved to a reasonably possible favorable or unfavorable
level at the same time, would result in a significant changs inthe
valuation. Diversification would incorporate estimated correla-
tions across different sensitivity results and, as such, would result
in an overall sensitivity that would be less than the sum of the
individual component sensitivities. The Group believes that, while
there are diversification benefits within the portfolios representing
thess sensitivity numbers, they are not significant to this analysis.
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Mote 24 Fair value measurement (continued)

Sensitivity of fair value measurements to changes in unobservable input sssumplions’

31213 1212

Favorable Unfavorable Favworable Unfxemabie
CHF milfan changes® changes? changes’ changes’
Goverament bilks/Bonds 17 (4] 3 [
Conporate bonds and susicipal bosds, isduding bosds issued by finandal insiSeSions k4] (™6} 102 (T
Traded loans, loans desigeated at fair value asd loan commitments 142 (M) e} (400
Amset-backed secusifes L] (48] ™ (48
Equity irstrements: 137 (4] 15 (M&
Infeeest e derivatiee costracts, net 127 =1} n (30
Creit derisafive contracts, net 3L {419} m (558
Fareign exchange derfeative conlracks, net L7 586) 2] oy
Equity/index derhative contiacts, et 41 (43} m [ p]
Structured debt isstrements Hzued 184 (151} F3id 1151}
Cehesr 1] (54} 7 5
Tatal 1.!3 11,054} 1818 {1 414§
o e 8 e s e o s Sy, M o e
avalizble far-sale. Of the total Md‘l‘“ CHF 159 millan & of 31 December 2013 |1 Deoenber W13 CHF 124 million) rebabsd to fnandal inveshments avallable-for-sale:

i Deferred day-1 profit or bods

A5 explained above, for new transactions resulting in a finandial
instrument classified as Level 2, the financial instrument is initially
recognized at the transaction price. The transaction price may dif-
fer from the fair value obtained using a valuation technique, and
any such difference is deferred and not recognized in the income
staternent and referred to as deferred day-1 profit or loss. The
table below reflects the activity in deferred day-1 profit or koss for

Deferred day 1 profit or loss

these financial instruments, including the aggregate difference
yet to be recognized ini the income statement at the beginning
and end of the reporting period and a reconciliation of changes
during the reporting pericd. Amounts deferred are released and
gains or losses are recorded in Net trading income when pricing of
equivalent products or the underlying parameters become obsery-
able ar when the transaction &= dosed out

For the year ended

CHF milfon M.12.13 22
Balance at the beginning of the year 474 413
Profiti(less) defered on new tansadions B84 A
(Profit)i lors recognized in She income (853} (k]
Fareign cerency tanslation (z8) (18
Balance at the end of the year 488 414
445
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Mote 24 Fair value measurement (continued)
k) Financial instruments not mesuresd at fair value

The following table reflacts the estimated fair values and the fair value hierarchy for UBSs financial instruments niot messured at
fair value.

Finandal instruments not measured at fair value

EiRFRE] A2
Camying Caming
Fair valse walue Fair walue
CHF bilion Todal Total Lewel 1 Lewel 2 Lewel 3 Tatal Tatal
Assets
Cazh and balances with qesteal Banks .9 L] L) -1} 1] G4 =1
[ue from banks 17.2 17.2 wr 14 1] .2 2
Cazh collatesal on securities bomowed s 78 ol s 1] 4 nd4
Feverse repuschase agreements 9.8 "B ol 912 04 1308 1311
Cash collatesal receivables on deshative imtuments 0 .0 ol FLL] 1] LT 4
Loars 8.0 289.3 s 1655 1234 mag Fo.ri ]
Cther assets %8 %4 (X} 174 1] ir3 132
Llabilities
[hue o banks 128 129 i0E 1 1] pLli] i
Cash collatesal on securities lest 45 b1 o 9% 1] 9.2 92
Fepurchae ageemests 138 138 o 118 1] A M
Cash collatesal papakles on derfeative instruments .1 9.1 o 431 1] i i
[hue 1o cestomen 3908 0.8 [N HoE 1] ms EreL]
Dieht issued 8.4 8.0 o 793 47 104.7 107.7
(Other liahifities 3.8 1.5 [N LLL] [T ] 4.8 448
Guarantess/ Loan commitments.
Guaraniees' (K] (LA ]] ol -1} [ R1] of iR }]
Lean comeitmests” 0.0 o1 1] R 1] o ik}
el 1 Bt 0051 Dt 2015 G . v o g e o e e 3 Iy o CHF bl 31 Dvmt 0135 Dot 03 6 s T
stimairs tair value of kaan commdments iepresented a Rabity of CHF 0L a5 .ol 31 Decermber 30113 (30 Deoember 2013 CHF 0.3 bl
§
447 4
£
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Mote 24 Fair value measurement (continued)

The fair values included in the table on the previous page were
calculated for disdosure purposes only. The fair value valuation
techniques and assumptions described below relate anly to the
fair value of UBSE financial instruments not measured at fair val-
ue. Other institutions may use different methods and assumpticns
for their fair value estimation, and therefore such fair value disclo-
sures cannot necessanly be compared from one finangal institu-
ticn to ancther. UBS applies significant judgments and assump-
tions to armive at these fair values, which are more holistic and less
sophisticated than UBS’s established fair value and model gover-
nance palides and processes applied to finandal instruments ac-
counted for at fair value whose fair values impact UBSs balamce
shest and net profit. The following prindples were applied when
determining fair value estimates for financial instruments not
measured at fair value:

— For finandial instruments with remaining maturities greater
than three months, the fair value was determined from quoted
market prices, if available.

— Where guoted market prices were not available, the fair values
were estimated by discounting contractual cash flows using
current market interest rates or appropriate yield curves for in-
struments with similar credit risk and maturity. These estimates
generally include adjustments for counterparty credit or UBS's
own credit
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— For short-term financial instruments with remaining maturities
of three months or less, the carrying amount, which is net of
credit lozs allowances, is generally corsidered a reasonable esti-
miate of fair value. The following finandial instruments not mea-
sured at fzir value have remaining miaturities of three months or
less as of 31 December 2013: 1002 of cash and balances with
central banks, 88% of amounts due from banks, 100% of cash
collateral on securities borrowed, 90% of reverse repurchase
agreements, 100% of cash collateral recenables on derivatives,
513 of loans, 84% of amounts due to banks, 94% of cash
collateral on ssourities lent, 96% of repurchase agreements,
100% of cash collateral payable on derivatives, 39% of amount
due to customners and 17% of debt Esued.

— The fair value estimates for repurchase and reverse repurchass
agreements with variable and fixed interest rates, for all ma-
turities, include the valuation of the interest rate component of
these instruments. Credit and debit valuastion adjustments
hawve not been included in the valuation due to the short-term
nature of these instruments.

— The estimated fair values of off-balance shest finandal instru-
ments are based on market prices for similar fadlities and guar-
antees. Where this information is not available, fair value s
estimated using discounted cash flow analysis.
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This Kote provides information on restricted financial assets (Mote 25a), transfers of finandial assets {Mote 25b and 25¢), and finandal
assets which are received as collateral with the right to resell or repledge these assets {Note 25d).

a) Restricted finandial assets

During 2013, UBS has enhanced its disdosures on restricted fi-
nandal assets in order to comply with IFRS 12 requirements on
significant restrictions that impact the Group's ability to use the
assets and settle the liabilities of the Group. Restricted financal
assets consist of assets pledged as collateral against an existing
liability or contingent lizhility and other assets which are other-
wise explicithy restricted such that they cannot be used to sscure
funding. In addition, UBS AG induding its branches and its sub-
sidiaries are generally mot subject to significant restrictions that
would prevent the transfer of dividends and capital within the
Group, other than UES AG's regulated subsidiaries which are re-
quired o maintain capital to comply with local regulations, with 2
certain level of capital being not available for distribution or trans-
fer. Mon-regulated subsidiaries are generally not subject to divi-
dend or capital transfer restrictions. However, exceptions may
exist when restrictions are imposed as a result of a contractual-,
entity- or country-specific arrangement or requirement.

Finarcial assets are mainly pledged a5 collateral in securities
lending transactions, in repurchase transactions, against loans
from Swiss mortgage institutions and in connection with the Esu-

Restricted financial assets

ance of covered bonds. The Group generally enters into repur-
chase and securities lending arrangements under standard market
agreements, with a market based haircut applied to the oollateral,
which results in the assooiated lisbilities having a carrying value
below the carrying value of the assets. Pledged mortgage |loans
serve as collateral for existing lisbilities against Swiss central mort-
gage institutions and for existing covered bond issuances of CHF
22 634 million as of 31 December 2013 (21 December 2012: CHF
21,902 million).

Other restricted financial assets indude assets protected under
client asset sagregation rules, assets held by the Group's insurance
entities to back related liabilties to the policy holders, assets held
in certain jurisdictions to comiply with explicit minimumn local asset
maintenance requirements and assets held in consclidated bank-
ruptoy remote entities such as certzin mvestment funds znd other
structured entities. The camying value of the liabilities assodated
with thase other restricted financial assets is generally squal to the
carryireg value of the assets, with the exception of assets held to
comply with local asset maintenance requirements for which the
assodated liabdities are greater.

Canrying ampent
CHF milfan H.12.13 EiRERF
Ananclal assets pledged as collateral
Trading partiolio st A% B4 531656
cfwhich: assets plediped as collateral which may be sold or replecped by countermantios 42,449 44 838
Loarne 3R 832 34005
off wihich; morgage losas’ 35632 3928
Total Financial sssets pledged as collateral’ &2 000 BT
Orther restricted finamcal astets
e fram basks &570 T
Rerverse repurchase agrecments 1,589 1572
Trading partiolic et 24,3852 LTS
Cash oollateral receivablies on derfeative insrements. 7939 4080
Finandal ansets desigeated at fair value 581 55
Finasdal isvestimests sailable-forsae 44 219
Cehes 1869 143
Total other restricted finandial assets® 41,544 48,508
Total financial assets pledged and other restricted financial assets 123,544 137,269

1 0f theese pledged mortgage oans, apmod mnsy CHF 58 bilion for 31 Decersher 2013 (31 Depember 7013 approsimaiely CHF 7.5 biflion could be withenmen o used for Tt abiies or covend bond Ismanoes

withart

datier instremnenis (31 Decomber 3003 CHF 02 bilion).

trearhing rql.l‘-.:n » Do nok Inclde awes placer with cental banks nelaies 1o undawn medi nes and for
4.3 billion, 31 December 3012 C4F 48 = Cner restritted Tinandal ases asof 31 December 2013 |nceded cash and cash equislents
.7 il weder D from bonis (31 Decersber 2012 CHF 7.8 billion), (C&F 1.7 bl bon ender Traging portiolio amets {31 Decersber 3003: CHF 2.1 bilon) and CHF 0.4 billen under Cash

arnd semiemen purposs {31 Depember 2013 CF
CHF 53 billion (=1 Deoember 7013 CHF DO blllaal, of which CHF
okl receivabies on de-
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Mote 25 Restricted and transferred financial assets (continued)

b} Transferred financisl asets that are not derecognized in thair entirety

The following table presents information for finandal assets, which have been transferred but are subject to continued recognition in
full, &= well as recognized liskilities associated with those transferred assets.

Transferted finanal assets subject to continued recognition in full
CHE millian

Trading partiolo asets tansfemed which may be sold or repledged by cousterparties
ralafing i sacunities iencing snd repuschans sgreemants iv eschange far cach moniod
relating to securities landing agresments i1 sochenge for seconiies rceied
reiyting fo oifer Snancial ascet franslars

Total financial assets transfenred

.11 1.1212
Carrying value of Camying value of
Camrying walue  associated labilities amodaied liabilises
of transferned recognized  Camying valee of g nimmd
assets on balance sheet  transfereed 2sess om balasoe sheat
16,298 15,028 25 22350
25 149 [} 18,258 (]
L] 442 2888 152
42,449 15,468 44,658 12,502

Transactions whereby financial assets are transferred, but con-
tinue to be recognized in their entirefy on UBSs balance sheet
include securities lending and repurchase agreements as well as
othier financial zsset transfers. Repurchase agreements and se-
curities lending 2greements are discussed in Motes 1a) 13) and
1a) 14). Repurchase and sacurities lending arrangements are, for
the most part, conducted wnder standard market agreements,
and are undertaken with counterparties subject to UBS’s normal
credit risk control processes. Other finandal asset transfers in-
dude securities transferred to collaterzlize derivative trans-
actions.

A5 of 31 December 2013, approximately one-thind of the trans-
femed financial assets ara trading portfolio assats transferred in ex-
change for cash, in which case the associated recognized liability
reprasents the amount to be repaid to counterparties. For securities
lending and repurchase agreements, a haircut between 0% and
15% is generally applied to the collateral, which results in assod-

ated liabilties having a camying value below the carmying value of
the transferred amets. The counterparties to the associated liabili-
ties presenited in the table above have full recourse to UBS.

In securities lending arrangements entered into in exchange
for the receipt of other securities as collateral, neither the securi-
ties received nor the obligation to return them are recognized on
UBSs balance sheet as the risks and rewards of ownership are not
transferred to UBS. In cases where such financial assets received
are subsequentty sold or repledged in another transadtion, this =
not considered to be a transfer of finandial assets.

Transterred assets other than trading portfolic assets which
may be sold or repledged by counterparties were not material in
2013 and 201 2.

Transterred financial assets that are not subject to derecogni-
tion in full, but which remain on the balance shest o the extent
of the Growp's continuing imclvement, were not material in 2013
and 2012.

) Transferred financial assets that are derecognized in their entirety with continuing involvement

Continuing imvolvement in a transfermed and fully derecognized
financial asset may rasult from contractual provisions in the trans-
fer agreement or in @ separate agreement with the counterparty
or a third party entered into in connection with the transfer. Sudh
transactions incude purchased call options on transferred finan-

cial assets, certain lending arrangements as well as interests pur-
chased and retained upon the transfer of assets into securitization
vehides. The table below provides information on the Groups
continuing involvernent in transferred and fully derecognized fi-
nandal assets.
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Mote 25 Restricted and transferred financial assets (continued)

Trarmsferred finandal assets that are derecognized in their entirety with continuing involvement

CHF milfon EARFRE]
Gains lozs) from continuing
canying eIt in transferred and
amowntof  Falrvalueof  thedateof  derecopaited financal assets
Balamce sheet cantinuing continuing  transfer of the Far the year e-to-date
line item insiol 1 Il t financial asets  ended 31.12.13 313
Type of continuing Evohement
Lending armangqements Loass 2408 2,184 1] 43 Bod
Furchased and retzined interests Trading portfalio
in secusitiation wehicles lacement walues 34y {34y 1 & {1,596)
Cehes L]
Total 2,374 2,350 8 49 [S02)
CHF millian 3212
Gaini bess} from continuing
Gaisinz) recog imeoive=e=t in tiansfersed and
Canying a=aunt Faivalue o rized al the date desenguized finamcial vty
of contineing wafnuing  of transfer of B For the ypear
Balance skeet line ite= imealh o fisandal azsets  ended 311212 1212
Type of comtinuing imolvement
Purchased call aption” Positve replace=ent values 2,103 M2 1,003 51 {2, 2556)
Lending armangqements Loass 334 am 1] 3] (53]
Purchased and retzined intenests in securilization Trading portfolio assets/
weehicles. Replacement walues' 205 05 0 ] {1,701
Total 5,650 551 (1.003) 547 {3, 308)
1 g of 31 December 2013, Purchased and retained et vehih kmed of assefs of CHF 34 miflon and walues of CHF 6B o, As of 31 Decersber 2011 2,

Farchserd and eained Inserest I seoustization vebickes. coneisaed of Trading posfolio assets of CHF 315 nillon and Negasies replacement vabues of CHF 130 milion. 2 Reflects the option i acguise the quiy of the

SNE SranFand whith was emercised on 7 Masember 3013,

There are a imited numiber of specific transactions for whidh UBS
has continuing involvemnent in derscognized financial assets, as
detailed below:

Lending arrangements: loan to BladkRock fund

In 200&, UBS sold a partfolio of US RMBSs for proceeds of USD 15
billion to the RMBS Opportunities Master Fund, LP {the “RMBS
fund™), an entity managed by BlackRodk, Inc. The USD 15 hillicn
proceeds were approximately in line with the fair value of the as-
sats at the date of the transfer of the assets. The RMBS fund was
capitalized with approximately USD 3.75 bilion in equity raised by
BlackRock from third-party investors and an eight-year amortizing
UsSD 11.25 hillion senior secured boan provided by LBS, which rep-
resents a continuing imvohemeant in the assets transferred to the
fund and is reflectad in the table above. The maxirmum exposura to
loss is equal to the camying amount of loan to the RMVBS fund.

Purchased and retained interests in securitization vehicles

In cases where UBS has transferred assets into securitization ve-
hides and retaimed or purchased interests therein, LIBS has a con-
tinuing invohermnent in those transferred assets. The majority of
our refained continuing invohement securtization positions held
in the trading portfolic are collateralized debt obligations, US
commercial mortgage-badked securities and residential mort-
gage-backed securities. As a result of losses incurred in previows
years, the majority of these confiruing involement positions
have a carrying amount of zero as of 31 December 2013, As of
31 December 2013, the maximum exposure to loss related to
purchased and retained interests in securitization structures wes
CHF 49 million compared with CHF 329 million as of 21 Decemn-
lber 2012, both mainly related to trading portfclio assets. Life-to-
date losses presented in the table above only relate o retained
interests held as of 31 December 2013.
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Mote 25 Restricted and transferred financial assets (continued)

d) Off-balance-sheat sssats received

The following table presents assets received from third parties that can be sold or repledged, that are not recognized on the balance
shest, but that are held as collateral, induding amounts that hawve been sold or repledged.

Off-balance-sheet assets received
CHF milfian
Fair walue of assets received which can be sold or repledged

reomved in unseowed bomowings
thereof sold or sepledged’

in connectio witl Sraeaing actisties

o sabiny commimeats under shart sale dansaciines

in connectio with danwaiie and cber fransacioes

M.12.13 3242

w2 400,150
48 208 o8 456
1507 1,654
240,178 |aeay
123,879 224 261
2 802 M7
14,608 26,084

1 Does et indee ofl-bakimce-shee mseis (31 December 3013 OF 384 Hilion, 31 December 201 2 CHF 254 blllan] placed with cerival benks selzied 5o undms credk ines and for paymeni, dearing and setike-

meri: purpeeses for which there ame nio mssdaed labibes or consingent

Mote 26 Offsetting financial assets and finandial liabilities

UBS enters into metting agreemants with counterparties to man-
=age the credit risks associated primarily with repurchase and re-
verse repurchase transactions, securities borrowing and lending
and owver-the-counter and exchange-traded derivatives. These
netting agreements and similar arangemeants generzlly ensble
the counterparties to offset liabilties against available assets re-
ceived — in the ordinary course of business andfor in the event
that the counterparty to the transaction is unable to fulfill its con-
tractual obligations. The right to offset is a legal rght to selfle or
otherwise eliminate all or a portion of an amount due by applying
an amount recaivahble fram the same counterparty against it, thus
reducing credit exposure. From a balance sheet presertation per-
spective, the criteria for offsetting finandial assets and financial
liakbilities are highly restrictive. UBS offsets financial assets and fi-
nancial liabilities on its balance shest only when it has a currently
enforceable legal right to offset the respective recognized
amounts and intends either fo settle on a net basis, or to reslize
the asset and settle the liability simultanecusly. In assessing the
criteria for a relevant set of facts and circumstances, emphasis is
placad on the effectivensss of the operational mednanics of net or
simulianecus settlements im eliminating all credit and liguidity ex-
posure between counterparties at the time of settlament. These
criteria preclude offsetting on the balance sheet for substantial

amounts of the Group's finandal assets and lizbilities, even if
these amounts may be subject to enforcesble netting arrange-
mients. For desivative contracts, balance sheet offsetting is gener-
ally anly permitted in droumstances inwhich a market settlement
mechanism (e.g., an exchange or dearing house) exists whidh ef-
fectively accomplishes net settlement through a daily cash mar-
gining process. Bilateral OTC derivatives and exchange traded
derivatives that are not margined on a daily basis are commionly
precluded from offsetting on the balance sheet unless a mecha-
nism exists to provide for net settlement of the cash flows arising
from these contracts. For repunchase arrangements and securities
financings, balance sheet offsetting may be permitted only to the
axtent that financial assets and Eabilities with 2 counterparty have
the same maturity date and are setiled through a dearing process
by which intra-day credit and liquidity exposures are substantially
aliminated. Thus, repurchase and securities finandng arrange-
ments that are not ceared through a formal mechanism, such 2=
a clearing house or exchange. are generally not offset on the bal-
ance sheet. UBS engages in a variely of counterparty credit miti-
gation strategies in addition to netting and collateral arrange-
meents. Therefore, the net amounts presented on the tables on the
rext pages do not purport to represent the Growps actual credit
ExXposuUne.
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MNote 26 Offsetting financial assets and finandial liabilities (continued)

The table below provides a summary of financial assets subject to
offsetting, enforceable master netting arrangements and similar
agreements, as well as financial collateral received to mitigate
credit exposures for these financial assets. The gross financial as-
sets of the Group that are subject to offsetting, enforceable net-
ting arangements and similar agreements are recondled to the
net amournts presented within the associated balance sheet lng,

after giving effect to finandal lizbilities with the same counterpar-
ties that have been offset an the balance sheet and other finandal
assets not subject to an enforceable netting arrangement or simi-
lar agreement. Further, related amownts for financial liabiities and
collateral received that are mot offset on the balance sheet are
shiown to arrive at finandial assets after consideration of netting
potential.

Finandal assets subject o offsetting, enforceable master netting arrangements and similar agreements

311213

Hetling potertal ived
in the balasce sheet -:D?.I

Mligzats ssbject to netting armasgements.
Assets nod
suhject to
enfarcesble
Asgets netting ar-  Total assets
nized Assots after  rangemenks  recogaized
Gross assets  Balance shest mm?m‘lhe consideration Eidnll'nr ﬂme
befiore balance  metting with balance Firandal Colatemal of netiing out-af- halance
CHF bilion sheet metting gross Babiliies”  sheet, net fablites eeived potential  Scope tems sheeet
Cah oollateral om securities bomowed 5 oo 265 1.3 [25.2) 0.2 1.0 1.8
Rerverse repuschase agreements. 115 (254 86.1 154 [B0.7) 0.0 55 1.8
Poritive: meplacement walues 07 (1] 1318 (12500 [35.1) 134 123 1458
Cazh collatesal receivables on deshative imtrusents! 2238 {2003 215 (14.2 .1 a2 45 8.0
Finazcial axzrts desigeaied at fair value 19 oo 19 0.0 {3.9) 01 4 14
Total assets &05.4 (232.9) 3718 {205.5) 11435.5) FAE ] 6.7 400.3
!1 12.12
fists sehject to netting amagements in ﬂ'll hdr.-:l
Asgets nod
subject to
enforceable
Assels netting ar-  Total assets
lved Aszets after enks
o swats Bl st b crganon ot | on i
before balance  metling with balance Firancial Coliateral of nefting oist-0f- balance
CHF bilion sheet metling gross fabilties”  sheet, net Fabilisies received potential  Scope items sheeet
Cah oollateral on securities bomowed N4 ao 74 [FRy] [34.4) 0.3 oo a4
Rereerse repuschase agreements. 15:45 (343 1197 198 () 0.0 1.2 1309
Ponitive: replacement walues 4168 (48 4021 3213 57.3) 175 168 419.0
Cash oollatesal reoeivables on deshative instiusents’ 3518 13318 201 (174 0.0 27 10.2 304
Finazcial axsets desigeated at fair value 45 oo 4.8 00 14.5) 01 45 9.1
Total assets 2551 (381.2) 5818 (357.1) |208.3) piik ] 418 268
1 Ther amzenk of Cash coliaberal i d on the balance sheet, ne, Includes certain O7C derfvatiees which am I sebstanoe et settied on 2 Saly bk under 145 33 and ETD de-
M-Mnmﬂmlmmhmﬁhﬂmmdmduﬂmiﬂmﬂﬁmwduﬂd neflected on the Negatte
replaoeTent vaks lae in the tabie mlllimq 2 The leglc of 1he 1able resais I amounts. In the “Ealarce sheet mﬂlﬁgﬂnﬂ#mﬂl
anouts I 3¢ “Baknce "n: mhﬁ-hﬂnlﬂ.lﬂﬂmﬁl Fage :hﬂlmd H'lnu.rh.:l
nﬂﬂlﬂ:ﬂdihlﬂlﬂu ped by igsai natting 526 0o 50 esesed thi Mt amoat of § ihe babree sheet, Le, owr-colnealizion, where @ o
s, b5 rot rediecsid b the table:
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MNote 26 Offsetting financial assets and finandial liabilities (continued)

Finaneial liabilities subject to offsetting, enforceable master netting arrangements and similar sgreements

31213

AP . Hultig Do ""m
Lishiities subject to setting asangements  nized in The balance
Liabilities
nat subject
to enfance-
abibe netting Total
oo Liabilities Lishilities arrange-  Mahllities
liatifties recognized after  ments and  recogatied
befoee  Balance sheet on the corsideration artier on the
bafamce sheet  metfing with halance Financial Collateral of netting aurt=af- halance
CHF bilion dtq gossassets”  sheet, met ] pledged potential scope Rems sheeet
Cah collateral on securities lent an L 1.1 .4 0.0 1.0 9.5
Reperchase ageements 24y 254 an 154 3.4 0.0 5.0 138
Mpgatier replaoement valoes 2317 (1] 146 (18500 [20.7) Ba 154 1200
Cah oollateral payables. on f 2405 {2003 40.3 274 3.6 BA a8 451
Financial Fabilides designated at fair salue 1] an BB L] 2.1 44 £33 9.9
Total llabitie £21.6 [232.9) 2887 (219.5) {37.0) prk] 53.5 28213
0212
Melting potential mot
Liakilities subject 1o netling mengements  nized in the talanoe
Llabilities.
nat subject
to enforce
able netting Total
Gross Liabilities Lishilities Mabilities
befooe  Balance shest on the consideration otfer on the
balasce sheet  metting with balance Firancial Coliateral of nefting ourt=af- balance
CHF hilion mefling  gross assels’  sheet, net wart pledged potential scope Rems sheeet
Cah oollateral on securities lent 22 an 9.2 27 [6.4) o1 oo 8.2
Reperchase ageements 552 345 214 i 11] [11.4) 0.0 171 e
Kegatier replaoemest valoes 3908 {148 are2 (32r.x (20.3) o1 181 353
Cash collatesal payables on derivative instruments’ 3913 3315 55,8 49.4) (0.4 59 11.% Ma
Fina=cial FabiliSies designated 2t fair walue 10 an 7.0 aa 2.4 44 249 a1.9
Total llabitie 2546 [381.2) 4734 (389,00 141.3) 431 1316 &06.1
1 The amous of Cash coliaieal an dedvasie |psruTERES 7§ balarae sheet, nef, Includes certain OTC desharives whith ane I substarce net setthed an besks undier S 337 and ETD de-
deattes which @ on & dally bask |1 aszkion, hlﬂ.ﬂn[l‘l:rdmnﬁmhﬂh conegunE Wi Tae cxh portion of m&nﬂmhm

mhhlnhﬁﬁmﬂmﬂ-w = Thas Ioigic of thve tabe resutts in amaenis presented b e © Balanoe shae mith groms ansels” ok
.J::- gﬂip—ﬂmhm" 1 For e v

-t:l'mﬂﬂlh'ud"l- been qp- Tekevart nEtiing ATaRQETETE 30 25 M io ewcred The Mot amount of
neflactes in the k. g
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Mote 27 Finandal assets and liabilities — additional information

a) Meaasurement categories of finandial assets and lisbilities

The following table provides information about the camying
amounts of individual dasses of finandal instruments within the
measurement categories of finandal assets and liabilities as de-
fined in IAS 3% Financal nstruments: Recognition and Measure-
ment. Only those assets and liabilities which are finandal instru-

Measurement categories of finandal assets and Rabilities
CHF milfon

Financial assets'

Falr value through profit or bess, held for trading

mients & defined in 145 32 Fnancal instruments: Presentstion ars
induded in the table below, which causes certain balances to dif-
fer from those presented on the balance sheat.
= Refer to "Note 24 Fair value measurement” for more information
an how fair value of finandal instruments i determined

M.12.13 nazaz

Trading partfolio et 114,249 143,471
cifwhich: smmets pleded as collateral which may be sold or repledped by countermantios 43,449 44 858
Debt issupd” 02 154
Poritive: replacement walues 245,838 410,957
Tatal 150, 108 552,581
Fair value through profit or boss, other
Finandal asets desigrated at fair value 7384 4,108
Ananclal aszets ot amortized cost
Cazh and balances with mstesl Banks 80879 661
e fram basks 17,170 21,20
Cah oollateral on securities bomowed 2T 496 7,572
Rerverse repurchase agreements i, 583 130541
Lash oollateral reeivables on derfative instusents 28007 30412
Leare 286 950 e L]
Crher assets 17,598 12,155
Total 549673 578,345
Aallable-For-sale
Finazcial isvestimesss asailable-forsae 55,525 66,230
Total Financisl ssets 476,848 1,206, 02
Financial Habilities
Fair value through prafit or boss, held for trading
Trading partiolo Fabilses 28509 M7
Debt isspd” 3452 m
Migatier raplacemaent valwes 219,953 155, 20
Tatal 286524 429 T8
Fair value through profit or boss, other
Finazdal Fabilisies designated at fair walue £5,501 G0
Amcunts due undes enit-dinked contrcts 18,155 15,29
Tatal 95056 107,201
Hinanclal liabilities at amortized cost
[Diue 1o banks. 12562 23024
Caeh oollateral on securities lent 481 4me
Repercham agreements 12811 38,557
Cah oollateral payables on dedvative instruments 45,138 .48
[Due 10 cestomers. 150,825 73459
Dbt izsed 81,426 104,719
Crhes fabilities 8522 44 YT
Total 557075 G418
Total Financisl Rabilitles G460,055 1, 20 5

15 of 31 December 2013, based on comacisal maburisies, C5F 116 bilkan of Laars, C5F 0 Billion of Dus i banks, CHF O bilkn of Fewese
at falrwalue 3w eepected o be recoversd on secthed aher 12 monthe ds ol 30 Deoember 2012, CHF 113 billon of Loans, C4F 0 Billon of Des frem banis, CHF | billen

e and CHF 5 billion of Aaandal amets.

CHE 31 bibar of Firancll Imsessmenis asalbie-do

=l Financlal insestments swa kb 1zra ke ars CHF 7 bilizn of Fnanclal amets desigraies ot fairvaloe are sxpecod (o be recowered or sevded after 12 monthe. & Repre

of Resetse agreements, CHF 29
-ﬁﬂtmm:m of strecsuned cebi bed for which the fair vales opzien

has ot been

ard whith I witiin Debt imued on e balince sheet In 2003, the compantive peszd

fiqures were conecied, s a ek, fnandal amets presemed for 31 December 3012 decreased by C+F 351 million and firancial Babiikes pusexied for 31 Decembes 7017 Inouased by CHF 35 millar.
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Mote 27 Finandal assets and liabilities — additional information (continued)

b} Maturity analysis of financial abilties

The contractual maturities of our non-dervative and non-trading  trading Ezbilities, predominantly made up of short sale transac-
finarcial lizbilities a5 of 31 December 2013 are based on the tions, are assigned to the column Dwe within T month, as this
earliest date on which we could be contractually required to pay.  provides a conservative reflection of the nature of these trading

The total amounts that contractually mature in each time-band  activities. The contractual maturities may extend over significant-
are also shown for 31 Decemnber 2012, Derivative positions and by longer periods.

Maturity analysis of financial lisbilities'

Due within [up betwees [z Eatwren e bartween [oep after
CHIF biion Tmosh  1and Imonths  3and 12 months 1 and 5 years Sy Total
Fnancial liabilities recognized on balance sheet?
[T L L] 12 .7 0.3 1] 129
Cash collateral on securities lent & o7 L] 1L
Reperchase agroements 121 1.1 02 0.3 i 129
Trading partiolic Fabilges® kA Hh
Kegatise replacement valoes 2400 2800
Cash collateral payables on deri LA .1
Financial Fabilies designated a1 fair value® 15 a1 128 EiL 05 TLE
[Due 1o cestomens: araa 68 58 0.2 02 09
[Debt issund 1] L] 21 nI 05 918
Crehes liabilities 543 543
Total 31.12.13 e 229 431 BE.2 41.3 S61.8
Total 21.12.12 F965 280 5.2 T84 529 L2176
Financial liabilities not recognized on balanoe shest®
Commitments.
Lean commitmests 545 03 L] 540
Underwriting commit=ents: [0 ] 0s
Total commitments 552 0.3 0.1 0.0 1] 557
Guarambess Lk 00 Ly 0.2 ol 188
Forward starting transactions
Reverme repurchase agrecments. a4 a4
teaurities bomowing ageee=ent 1] T}
Total 31.12.13 830 03 02 03 ol LER
Tedal 21.12.12 ] 0.2 0.3 0.3 '] SRR
1 Honefinarcial Rabiithes spcy a6 defenes inosme, defermes s acditics, p ard Rabites on empd plars e notiadused Inthe anaigsk.  » Excepn for tradieg portiale Mabiies ard

walues isee fomaoie 3}, the amouns. pesenies genoraly rqrn-tllllnl- cash flows of fieture interest and pincial papTents. 1 Camyng vakue b far sive. Maragerent beleves that 1hk best
the cat domes fuat wous hﬂ:u -] plllﬂ paTine badd 1o be settied o ciosed out. Fefer oo “Mate |4 Dedsaties Instumerts and hadge acoentag” for undkooaries ceh foms of dedwries des-

fgrated in hesdge acooarting red porticho labilities are: CHF 743 billion due within one month | 301.2: C4F 325 biflion, CHF 1.2 billion Sue befwoen one month and one
year ({202 CKF 0.5 bilion), and CHFL. Iﬂmﬂ.ulﬂ-m:dfhpﬂmli CHF 1.3 bilioe). sm“muuﬂﬂlﬂﬂnnhﬂhrﬁmhn It rate
poraling s of the reporting dae. Futune princizal pay e 1 by e the cordions exkting at the neporing dabe. ¢ Comgeises e madmamn amout of granr-

s, COMITATTERTS and Iorsard 537 ng TaEion.
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Mote 27 Finandal assets and liabilities — additional information (continued)

€) Reclassification of finandal assets

In the fourth guarter of 2008 and the first quarter of 2009, finan-
cial assets were redassified out of Tading portfolic assets o
Leans. On their redassification date, these assets had fair values
of CHF 26 billion and CHF 0.6 billion, respectively.

The redassification of financial assets reflected UBS's change in
intent and ability to hald these financial assets for the foresesable

Held-for-trading assets reclassified to loans and receivables

future rather than for trading in the near term. The foresesable
future is interpreted to mean a period of approximately 12 maonths
following the date of reclassification. The finandal asssts wers
reclzssified using their fair value on the date of the redassifica-
tion, which became their new cost basis at that date.

CHE bilion FTREXE] A2
Carrying value 13 12
fair value 13 1
Pro-forma fait walue gais /(lnss) [T o)

The following table provides notional values, fair values and carrying values by product category for the remaining redassified finandal

ety

Held-for-trading assets reclassified to loans snd receivables

CHF bilion

U5 student loan and menicipal asdion s seoerities
Menaline-profecied asset

Ceher assets

Total

iR FRE

Ruata of carry-

ing o matianal

Hotlenal valuwe Fair value  Carrying value walue {4
(1] 0s s 45

1] (1] 1] 432

oS (] o4 84

18 15 1.5 a1

In 2013, the carrying value of the remaining reclassified finandal
assets decreased by CHF 1.7 billion, mainly due to sales and re-
demptions of US student lcan auction rate securities and lever-
aged finance loans. The overall impact on operating profit before
tax from the finandal assets for the year ended 31 December

Contribution of the reclassified assets to the income statement

2013 was a profit of CHF 132 million (see table below). If the fi-
nandal assefs had not been reclassified, the impact on cperating
profit before tax for the year ended 31 December 2013 would
have been a profit of approvimately CHF 0.2 billion (2012: CHF
1.2 hillia).

For the year ended
CHF million 3.12.13 .12.12
et inbesest income ] 16
Credit loss (eopense)d recovery 4 12 ]
{Cehes income! 53 7
Impact an operating profit befare tax 132 45
1 Inclazies ref gainsdioases on the csposal of reciesFied Aranchl mets.
£
457 4
E
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Mote 27 Finandal assets and liabilities — additional information (continued)

i) Maximum exposure to oredit risk of financial ssssts designated at fair valus

Financial zssets designiated at fair value totaled CHF 7,364 mil-
lion as of 31 December 2013 (31 December 2012: CHF 9,106
million}. Maximum exposure to credit risk from finandal assets
designated at fair value was CHF 6.8 billicn as of 31 December
2013 (31 December 2012: CHF &.5 billion). The exposure relat-
ed to structured loans and reverse repurchase and securities
borrowing agreements was mitigated by securities collateral of
CHF 5.4 billion as of 31 December 2013 {31 December 2012:
CHF 5.5 billion).

The maximum exposure to credit risk of loans, but not struc-
tured koans, is generally mitigated by credit derivatives or similar

instruments. Information regarding these instruments and the ex-
jposure which they mitigate is provided in the table below on a
notional basis.
Investment fund wnits designated at fair walue do not have a
direct exposure o oredit risk.
= Refer to "Note 24 Fair value measurement” for more information
on finandal assets designated at fair value
= Refer to “Maximum exposure to credit risk” in the “Credit risk®
section of this report for more information on collateral related
to financial assets designated at fair value

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

CHF milfon M.12.13 32102
Loars — notional amoent 1,103 2102
(Credit derivasives related o loare — notional amoent’ T80 1005
Cresdit derisasivess relabed o loars — fai valee” (8 ]

| Coadit deriaiives coTimds indude aedt default swape, cotl ream s 162 dmitr retneT.

The table below provides the impact on the fair values of loans from dhanges in credit risk for the periods presented and cumula-
tively since imception. Samilarly, the change in fair value of credit derivatives and similar instruments which are used to hedge thess

loans is also provided.

Changes in fair value of loans and related oedit derivatives attributable to changes in credit risk

CHF milfon

(Changes in fair value of loass: designaied a2 fair value, attribetable 1o changes in cedit risk!
(Changes in fair value of cedit deri and sisilar i
exposure o credit risk of loass designated at fair value’

Comelative: fram inception

Far the year eaded il the year ended
31.12.13 1212 HM.12.13 3.12.12
18 n 5 (A1)
L] (18] (8 F

which =itigale e maximem

1 Cumervs and cumadaiiee changes b the tair valee of loas

at fair vk, aitriratie o caanges b thelr ol sk, are ol caloabated b these lzans cubstancing at babance sheet dane. Comkatve changes In

e lcars shce Sesgratin ak fak walue. Far bzars nepoeted undes the falr salee apiion,

ihe credk standing of i boemower are calouizied wing

shefal e of sreck: darhaiives hedging sach Izavs Iecude 11 the cerhathves Wk ke bien use 32 mBigate vk r o
Fanges I i vakus e ¢ _Hw e i

phealres from marke: sapes
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Mote 28 Pension and other post-employment benefit plans

The following table provides information relating to pension costs for defined benefit plans and defined contribution plans. These costs
are part of Persornel expenses.

Income statement - expenses related to pension and other post-employment benefit plans

CHE millian FIRFRE] niin Az
St pericdic emsion cost for deined benefil plass &5 (222} a7
o wihich; roiates! f majar pension plans? £18 il LT

o wahich: Sz plan 558 1ok 453

o wehich: Non-Siies plans 82 8 &6

o which: poiatet £ post-refirament medical and e inswance plans’ {11} i) 2

o wihich: roiatest fa remaining plens and ofher ot ¥ m &0
Pensicn <zt for defined contribeton planss 2% 40 54
Total pension and ather post-employment benefit planst 3] n [

1 Feler o *Hate 222 Debred benedt persion plans” for more irkematin. > Referto *Kofe 28b Fost-retvement med'cal and [e inwmance plans” for mare intoewation. 1 Other oosts indue difentnoes beowee acal
and d e arred persion et related o0 mestTucadng. 4 Aefer o “Hate 230 Defined comsbution plans” for more Inluimation, @ Refer to "Mt 6 Fesoon eqpense” for mone

The fallowing table provides information relating to amounts recognized in other comprehensive income for defined benefit plans.

Other comprehensive income - gains / losses) on pension and other post-employment banefit plans

CHF millian 31.1213 311212 EIRFR]]
MMajor pension plass! 1,168 1,053 {2,120

cefwhich: Suze plsn 1.119 1,095 18

of witich: Mon-Swirs plans 49 M v
Poet-retirement medical and ife irsurasce plass? 3 (26} (1%
Remaising plares ? (5 a
Gansileses) recagrized in othes comprehensie income, before B 1,178 1,01 {2.141)
Tan feapesse)/ besefit relating fo defined besefit plans eoogrized is other comprebe nshve income [234) 413 ]
Galns ! {lostes) recognized in other comprehensive income after tax? ] e {1,800
Cusulative amoent of gaire (leses) recognized in other comprehensie income, before tax 4, 34} (5,542} 16,565
Cumulatier ban fespense)/ Besedit relating bo defined besefit plans iecogeized in other comprebissive income 497 T 1,149
Curmailative gains/ losse<) recognined in other comprehensive Income, after tax? {3, BET) {4 B06) {5415

1 Fafier 1 “Me 79 Defined beset peslan plare” for move nlomation. - Refer i “Mote 25h Poct-retiement medical ard) Fe reerarce plars” for mae imbameddon. 3 Refier oo the “Saiemen of compreheshas
Irmme® i Refer o the “Stvment of changes |nequiy "
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Mote 28 Pension and other post-employment benefit plans {(continued)

The following tables provide information on BS's assets and liabilities with respect to persion and post-employment benefit plans.
These are recognized on the balance sheet within Other assets and Other Fabilities. All major plans are currently in 2 defict situation

except for the Swiss plan which is in a surplus situation.

Balance sheet - net defined benefit pension and post-employment assat

CHF milfian 1.12.113 .22
Major pension plass! 952 1]
ofwihich: Suss plan 982 1]
cifwiich: Mon-Swiss plans o @
Pet-retrement medical and life irurasce plass ] [1]
hemaizing plars o 0
Total net deflned benefit penslon and post-employment asiet? 982 1]
1 Rofer 5 “Picte 223 Defined beaelit pension plass” for mone Information. 2 Grder i “Hote 18 Other amets.”
Balance sheet - net defined benefit pension and post-employment liability
CHF milfion 3M.12.13 31212
Major pension plass! 03 1,108
o witich; Swiss jplan o &
o wikich: Mon-Swirs plans’ a0F 20
Post-retvement medical and fife imurasce plass’ 14 136
Remaizing plans 31 o]
Total net defined benefit pension and post-employment Hability? 1,048 1,084

|H-u'la-mnﬁuudp-¢u-15h‘hmm F uﬁmttﬂhmrﬂ:hmmmr 156 million and Gesman plans CHF 754 mifion (31 Devember J003: UK plan
GeTan Festrethement madical

CHF 437 milllan, LIS plars CHF 250 millkan plans CHF 277 mifion). 3 Refier fo “Moie

a) Defined benefit pension plans

UBS has established pension plans for its employees in various
locations. The major plans are located in Switzerand, the UK, the
US and Germany Independent actuarial valuations for the plans
in these countries are performed as required.

The overall investment policy and strategy for UBS's defined
benefit pension plans is guided by the objective of achieving an
investment return which, together with contributions, ensures that
there will be sufficient assets to pay pension benefits as they fall
due while also mitigating the various risks of the plans. For the
plars with assets (Le., fundad plans), the investment strategies for
the plans are generally managed under local laws and regulations
in each jurisdiction. The actual asset allocation is determined by the
governanca body with referenca to the prevailing current and ex-
pected economic and market conditions and in consideration of
spedfic asset class risk i the risk profile. Within this framework,
LIBS ensures that the fidudaries consider how the asset investment
strategy comelates with the maturity profile of the plan liabilities
and the respective potential impact on the funded status of the
plars, induding potential short term liquidity requirements. Spe-
cific asset-liability matching strategies for each pension plan are
independently determined by the responsible governance body in
each country. The pension assets are invested in a diversified port-
folio of assets across geographic regicns to ensure a balance of risk
and return to the extent allowed under local pension lzws.

460

and Fe muance plars” for moe Iefomnaion. 4 Refer 1o *Hote 23 Oiher iabilties

Swviss pension plan

The Swiss persion plan covers emphoyees of UBS AG and its affili-
ated companies in Switzerland and excesds the minimum benefit
requirements under Swiss pension law. The pension fund must
prowide the minimum mandatory benefits in accordance with
Swiss pension law. Contributions to the pension plan are paid by
the employess and the employer. The Swiss persion plan allows
employees a choice with regard to the level of contributions paid
by the emiployes. Employes contributions are caloulated 2= a per-
centage of confributory salary and are daducted monthly. The
percentages deducted from salary depend on age and choice of
contribution category and vary between 1% and 13.5% of con-
tributony base salary and betwesn 09 and 9% of contributory
varizble compensation. Depending on the age of the employee,
UBS pays a contribution that ranges between 6.5% and 27.5% of
contributory base salary and between 3.6% and 9% of contribu-
tory variable compensation for retirement credits. UBS also pays
risk contributions which are used to finance benefits paid cut in
the event of death and disability, as well as to finance the old age
bridging pension. The benefits indude retirement: benefits and
disahility, death and survivor pensions. The pension plan offers to
memizers at the normial retirement age of 64 a choice between a
lifetime pension with or without full restitution and a partial o full
lump sum payment. Members can draw retirement benefits early
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Mote 28 Pension and other post-employment benefit plans {(continued)

from the age of 52. The amount of pension payable is a result of
the conversion rate applied on the accumulated balance of the
individual plan participant’s pension account at the retirement
date. The accumulated balance of each individual plan partic-
pant’s pension account is based on credited vested beniefits trans-
ferred from previous employers, purchases of benefits and the
employee and employer contributions that have been made o
the pension account of each individual plan participant, as well as
the interest accrued on the accumulated balance. The interest
rate accrued is defined annually by the Pension Foundation Board.
Although the Swiss pension plan is based on a defined contribu-
tion promise under Swiss pension law, it is accounted for as a
defined benefit plan under 145 19, primarily because of the obli-
gation to accrue interest on the pension accownts and the pay-
ment of lifelime pensions. The Swiss pension plan is governed by
the Pension Fourdation Board as reguired by the Swiss pension
|z, The responsibilities of the Pension Foundation Board are de-
fined by Swiss pension law and by the plan rules. According to
Swiss persion law, a temporary limited underfunding is permit-
ted. However, the Pension Foundation Board is required &o take
the necessary measures to ensure that full funding can be ex-
pectad to be restored within 2 pericd up to & madmum of tan
years. Under Swiss pension law, if the Swiss pension plan became
significartly undarfunded on a Swiss pensicn law basi, addtional
employer and employes contributions could be required. In these
situations, the risk is shared between employer and employess,
and the employer is not legally obliged to cover more than 50%
of the additional contributicns required. The Swiss pension plan
has a technical funding ratio under Swiss pension law of 127.0%
&s of 31 December 2013 (31 December 2012: 123.4%), and thus
it: is not expected that additional contributions will be required in
the next year. The imvestrment strategy of the Swiss plan is in line
with Swiss persion law, induding the rules and regulations relat-
ing to diversification of plan assets. The Pension Foundaticn Board
strives for a medium- and long-term consistency and sustainability
between assets and liabilities. Undar 145 13, volatility arises in the
Swiss persion plan net asset because the fair value of the plan
assets is not directly cormelated to movements in the value of the
plan’s defined benefit cbligation in the short term.

There are ongoing discussions in the Swiss government on
possible changes to Swiss pension law. The outcome of these dis-
cussions and the timing of any resulting dhanges are uncertain.

In 2012, UBS announced certain chamges to its Swiss pension
plan. The main changes were a reduction in comversion rate on
retirement and an increase of the normal retirement age, whidh
served in part to offset the impact of the inceased life expectancy
reflected in the defined bensfit obligation due to the adoption of
the BViG 2010 generational table in 2011 This plan amendment
reduced the defined benefit obligation by CHF 730 million result-
ing im a gain in 2012.

The employer contributions expected to be made to the Swiss
pension plan in 2014 are estimated to be CHF 474 million. The

actuarial assumptions used for the Swiss pension plan are based
an the local economic emironment. Refer also to Mote 1a) 24) for
a description of the accounting policy for defined benefit pension
plans.

The Swiss pansion plan was in a surphus situation as of 31 De-
cemiber 2013 as the fair value of plan assets excesded the defined
benefit obligation by CHF 1,760 million (21 December 2012: def-
icit of CHF 118 million). However, such a surplus can only be rec-
ogrized on the balance sheet to the extent that it does not ex-
ceed the estimated future economic benefit, which s the
difference between the estimated future net senvice cost and the
estimated future employer confributions. As of 31 December
2013, the estimated future ecomomic benefit was CHF 952 milkon
and herce, this was the amount recognized 2= net defined benefit
asset on the balance shest The difference of CHF 808 milkion
between the pension plan surplus and the estimated future eco-
nomic benefit, the so-called asset ceiling effect, was recognized
35 a loss in ofher comprehensive income.

Mon-Swiss persion plans
The non-Swiss locations of UBS operate various pension plans in
accordance with local regulations and practices. The locations with
significant defired benefit plans are the UK, the LS and Germany.
The remaining non-major plans are located mainly in Asia Pachic,
Ewrope and the Americas. As these other plans are not significant
to the financial results of UBS, no further dischosure is given within
this note. The non-Swiss pension plans provide benefits in the
event of retirement, death or disability. The level of benefits pro-
vided depends on the spedfic rate of benefit accrual and the level
of employee compensation. The amounts shown for the non-
Swiss pension plans reflect the net funded positions of the signifi-
cant non-Swiss pension plans. UBS's general principle is to ensure
that the plans are appropriately funded under local pension regu-
lations in each country and this is the primary driver for determin-
ing when additional contributions are required. Similar to the
Swviss pension plan, volatility arses in the non-Swiss pension plans’
et liability because the fair value of the plan assats is mot directly
comelzted to movemnents in the value of the plans” defired benefit
obligation. The employer confributions expected to be made o
these pension plans in 2014 are estimated to be CHF 186 million.
The funding policy for these plans is consistent with local govern-
ment regulations and tax requirements. The actuarial assumptions
used for the non-Swiss pension plans are based on the local eco-
NOMmic environment.

Refer also to Mote 1a) 24) for a description of the accounting
policy for defined benefit pension plans.

LK

The UK plan = a caresr average revalued earnings scheme and
[benefits increase automatically based on UK price inflation. Mor-
mal retirement age for the UK plan is 60. The plan is dosed to
new entrants, who instead can partidpate in a defined contribu-
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Mote 28 Pension and other post-employment benefit plans {(continued)

tion arrangement. On 1 July 2013, UBS dosed the UK defined
benefit pension plan for future service. After that date, UES no
longer recognizes current service costs for this plan. The dosure of
the plan for future service did not have a financial impact since
the UK plan is a career average plan and past service benefits are
indexed to UK price inflation. Plan partidpants who were active
employess under the defined benefit plan were digible to be-
come participants of the defined confribution arrangement for
any service after the plan was dosed for future service.

There is a UK Pension Trustee Board which is required under
local pension laws. The respaonsibility for governance of the UK
plan lies jointy with the Pension Trustee Board and UBS. The em-
ployer contributions to the pension fund included regular contri-
butions and specific defidt funding contributions up to the date
of the dosure of the UK plan for future service and thereafter
represent agreed defict funding contributions. The employer con-
tributions are determined based on the last actuarial valuation
which is conducted based on assumptions agreed by the Trustees
and UBS. In the event of an underfunding, UES must agree a
defidt recovery plan with the Pension Trustea Board within statu-
tory deadlines. As the plan's obligation & to provide guarantsed
lifetime pension benefits to plan particpants upon retirement,
increases in life expectancy will result in an increase inthe plan’s
liabilities. This i particularhy significart in the UK plan where infla-
ticnary increases result in higher sensitivity to changes in the life
expeciancy.

Based on the plan rules and due to local pension legislation,
there are caps on the level of inflationary increase applied to plan
benefits. The plan assets are imvested in a diversified class of assets
and a portion of the plan assets are invested in inflation-indexed
bonds to provide a partial hedge against inflation. If inflation in-
creases, the plan obligation will likely increase more significantly
than any change in the fair value of plan assets. This would result
in an inrease in the net defined banefit liability

us

There are two distinct major pension plans in the US. Normal re-
tirement age for the US plans is 65. The plans are dosed to new
entrants, who instead can participate in definad contribution
plans. One plan is a contribution-based plan where each partici-
panit accrues a percentage of salary in a pension account. The pen-
sion account s credited annually with interest based on a rate

which is linked to the yield on a US government bond. Upon retire-
ment, the plan participant can elect to receive the retirement ben-
afit a5 a lump sum or a lifetime pension. The other plan provides a
Iifetime pension which is based on the career average earnings of
each individual plan participant. There are pension plan fiduciaries
for both of the major pension plans as required under kocal state
pension |laws. The fidudaries, jointly with UBS, are responsible for
the governance of the plans. Actuarial valuations are regularly
comipleted for the plans and UBS has histonically elected to make
coniributions to the plans in order 1o at least mamtain a funded
ratio of 0% as cabculated under local pension regulations. The
annual employer contributions are equal to the present value of
benefits acorwed each year plus a rolling amortization of any prior
underfunding. H the employer contributes more than the mini-
mum or the plan has assats exceeding the liabiities, the excess can
be used to offset minimum funding requiremantis.

In 2013, UBS offered to certain deferred vested members of
the US pension plans the option to receive a lumip sum payment
{or early annuity payments) instead of a lifetime pension. This re-
sulted in & reduction of the defined benefit chligation of CHF 196
milllion, & reduction of fair value of plan assets of CHF 216 milkion
and a charge to the income statement of CHF 20 million n 2013.

Germany

There are two different pension plans in Germany and both are
contribution-based plans. Normal retirement age for the German
iplans is 65. The major pensicn plan is funded entirely by LBS, and
the employer contribution is based on the salary of the employes.
On an annual basis the acoumulated accownt balance of the plan
partidpant is credited with guaranteed interest at a rate of 53%.
The other plan is a deferred compensation plam which is funded
entirely by the employess. The deferred compensation plan has a
guarantead interest rate of 4% on contributions paid after 2009.
The German plans are regulated wunder German pension law un-
der which the responsibility to pay pension benefits when they are
due is entirely the responsibility of LBS.

The following table provides an analysis of the movement in
the net asset/{liability} recognized on the balance sheet for de-
fined banefit pension plans between the beginning to the end of
the year, as well as an analysis of amounts recognized in net prof-
it amd in other comprehensive inoome.
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Mote 28 Pension and other post-employment benefit plans {(continued)

Defined benefit pension plans
CHF million Swis Mor-Swiss
For e year ended 1n.iaas 31,1212 H.12.13 3.12.12
[Defined benefit cbligation at e beginsing of the year 21,901 22555 4771 4414
‘Cument service cost 549 3 21 3
Iniprest pxpesse ] 4632 199 m
Man parficipant comtributions 157 205 ] o
Remeasurements of defined benefit okligation 1,124) F) 1058 4
cifwiich: sctwasial (paing)Tosses arning fom changes in demographic ssumphons [} [ 23} 25
o wihich: actwadal (paing)/Tosses adning fom changes in fnsncial ssunptions (1.114) X L 265
cifwiich; espeniance ipains)/Tomer (1 ) 125 17
Past service cost related fo plan amendments. L] [730) [196) o
Curtail=p=s 37 [54) ] o
Benefit payment: {1,183 (1,135) (202} (164
Termination besefity ] 43 ] o
Fonzign cerency transiation L] L] (26} a1l
Defined beneldit obligation at the end of the year 20,73 21,501 4670 A4T73
o wiich: amounts cwing 8o achive mambers 841 1,602 i Ty
cifwihich: amounts owing 8o defamad membars [} [ 209 2578
o wiich: amounts cwing 8o refires 10,837 11,29 171 1882
Fairaalue of plan anzets at the begizning of the pear 21,783 Falan] 3Te1 1458
Retum on plan assets eoduding amousts induded in intesest income o1 ] 1,124 154 216
Inineest income 403 460 182 167
Employer contributions — escheding ipemi benefits AT 485 125 a4
Employer comtibutions — termination benefits ] 43 ] o
Man parficipant costributions 157 205 ]
Benafit paymant: (1,183 (1.139) (204} (164
Admizistration esp S and premiums paid [11) (1) (L]
Payments e to plas amendmests ] L] (216}
Fonzign cerency transiation L] L] (31} %
Fair value of plan stsets at the end of the year 22,458 21,7183 3768 ER
Azset ceiling effect L] 0 0 o
Ret defined benefil asset /(llability) 952 [118) (903} )
Mowement in the net asset /[Rability) recognized on the balance sheet
Ret asset/[Mability) recognized an the balance sheet at the beginaing of the year {115) (1.541) (S50} 958
Ket periodic pession cos? {355) 158 (&2} [1-%]
Amounits recognized in ofber comprehensie iscome 1,118 11065 45 ]
Employer comtrbutions — escheding iemi benefits AT 485 128 a4
Employer comdibutions — termination benefits k] 43 ] o
Fonzign cerency translation L] L] 1] 5
Ret asset i [Mabllity) recognized an the balance sheet at the end of the year 952 [118) (203} )
Funded and unfunded plans
Defined benefit cbligation from funded plars 20,738 21,501 4,365 4472
[Defined benefit cbligation feom usfunded plans o L] 206 E |
Man aets 22 458 21,783 3768 3TE3
Surglus./{deficit) 1.7 (118 (503} ey
Azset ceiling effect L] L] 0 o
Ret defined benefil asset /(llability) 952 [118) (203} )
s et s P T Ao o o e 0 g o e 3 e v vl of O 81 kol 2013 T st
s izt by ocher remeasrement changes rekadiag o changes in finandal assmptions. 7 In 2013, W25 obencd to cetaln debered vested membess of the US persion plans The ophion 5o reoeive 2 lamp som pagment
(o7 early aTrLy pas Insteaad of a etime ; T4k resaitrd in a reducsion of T defines bered it abligation,  sederdon of fair value of plan assets and a ciarge W the ncome statement in 2013,

Fnancial information

465/570



EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

Financial information
Motes to the consolidated finandal statements

Mote 28 Pension and other post-employment benefit plans {(continued)

Analysis of amounts recognized in net profit

CHF milfian Swis Mon-Swiss

Far e yoar endad 31.12.1% .1212 H.12.113 .12
‘Cusent service cost 349 531 21 13
Inirrest pxpanse related %o defined banefit ckligaton k-] 42 199 m
Inierest income related o plan awets {403) [460] (162} (16T
Admizistration expenses, S and premiums paid 1 1 5 5
Man a=end=p=ts ] (730) 201 1]
Curtail=p=s 37 [54) 0 o
Terminasion besefits k] 43 o 1]
Net periodic pension cost 555 [158) a2 2
Analysis of amounts recognized in other comprehansive income

CHF milfion Swies Mon-Swiss

Far e year ended naang 31212 H.12.13 1212
Remezsurement of defined benefit obligation 1.1 [29) h[iLf] 158
Retum en plan azsets eoduding amousts induded in intesest income .ok ] 1.124 154 216
Asset coiling effect {80E) 0 0 (1]
Total gains/{losses) recognized in other comprehensive income 1,118 1065 49 (42
Pl Jersetnptor e g rpelrded el o - e pn, S e il e

The following table provides information on the duration of the defined benefit pension cbligations and the distribution of the timing
of benefit payments.

s Hon-Snks’

311213 311212 FTRFRE! 31212
Duratian of the defined benefit ohligation 151 157 189 182
Maiurity analysis of benefits expected to be paid
CHF milfon
Benefits expected 5o be paid wiskin 12 months 1,083 1,096 151 180
Barsefits expected 5 be paid betwesn 1 b 3 pears 2,051 2061 i 310
Benefits expected 5o be paid betwesn 3 o 6 pears 1, 5003 583 7]
Bansefits expected 5 be paid betwesn 6 b 11 years 5,800 5527 1,168 1,157
Benefits expected 5o be paid between 11 10 16 years 8474 5,783 1,423 1471
Bansefits expected & be paid in more an 16 years w918 LA 8970 EET
1 The durathan.of the defined bened nbdgation re weighiad averagy Swas plans

The following tables shiow the prindpal actuarnizl assumptions used in calculating the defined banefit obligations.

s Hon-Gnis’

311213 11212 FYRFRE] A2
Principal sctuarisl assumptions used (%)
Assumptions wsed to determine defined benefit obligations 2t the end of the year
Discouss cate 23 19 48 43
feate of salary incresse 28 15 12 41
fiate of pension inoesse o 00 11 2
feate of interest credit on reframent savisgs 18 2.1 1.1 12
™ shied serage smsumptirs acees nen ek plars
454
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Mote 28 Pension and other post-employment benefit plans {(continued)

Mortality tables and life expectancies for major plans
Lifie eapeciancy at age 55 fior a male member oty

aged 5 aged 45
Comtry Martality table 31.12.13 1212 HM.12.13 3.12.12
Iwitzerdand BVG XM G na H.2 mni no
4 SINA_L CWU 2010 G, with peojections M4 5 .3 ns
.1 P4 mandaind mortality table per IRC 1.430(h)(3} 193 18.2 19.3 192
Gasmany Dv. K. Hpebeck 2005 G 197 15,6 4 n3

Life: eoopesctancy af age 65 for a female member conventhy

aged 65 aged 45
Coustry Martality table 31.12.1% 31212 3.12.113 1212
Switzerdand BVG 20M G 38 a7 155 254
K SIKA_L CNU 2010 G, with peojections ns -1 ne ne
s P4 mandated mertality table per IRC 1.430(h)(3} . Pk .1 210
Gasmany Dv. K. Himbeck 2005 G 28 a7 6.3 ]

The fiallowing table presents a sensitivity analysis for each significant actuarial assumption showing how the defined benefit chigation
would have been affected by changes in the relevant actuarial assumgption that were reasonably possible at the balance shest date. This
sensitivity analysis applies to the defined benefit obligation anly and not o the net defined benefit asset/(iability) in its entirety, the
mieasurerment of which is driven by 2 number of factors including, in addition to the assumpticons below, the fair value of plan assets.

Senditivity analysis of significant actuarial assimptions
Swizs plan: incease  [decrease] Mon-Swiss plans: incease / [decease]

in defned benefit atdigation in defined benefit obiigation

CHF milfan EIRFAE] EJRFAF) ALY EiRFRF]
Dilscount rate

noezse by 50 bais poinss {1,301} {1,438 i1y [T ]

[Drexresrie by 50 basis points 14T 1,639 472 &0
Rate of salary increase

noease by 50 basis points 142 163 1 2

[Deresee by 500 basis points {134] (155 41} ¥l
Rate of pension |ncrease

noezse by 50 bais poinss 1,087 1,118 i x5

[Drexresre by 50 basis points -1 = (380} [k 41]
Rate of Inferest credit on retirement savings

Inoease by 50 basis points m 304 7 1]

Drecreae by 50 basiz points 12%5) [286) (6) (10
Lifie expectancy

noezse in longesty by one additioeal year 5&1 [F] 132 135

The sexskslly anaiyes e bawd In one assampian whike fodzing all other asem ptians consan, 5o 1hat interdependendes betwoon the amemption ae ecuded. = A the awamed ate of Fersdon
I-_'IIIHBHE'IL'ﬂu.;I! ::;IMM],IMMIlﬂwnu’;ﬂdt " ’ -
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Mote 28 Pension and other post-employment benefit plans {(continued)
The following table provides information on the compesition and fair value of plan assets of the Swiss pension plan and the non-Swiss

pension plans.
Compasition and fair value of plan assets
Swiiss Plan
3.12.13 2.0212
Plan asset Plan amet
Fair Value allocation % Faie Walue allacation %
Quated in Guated in
an actie o acive
CHF milfian market Orther Tortal market Onhaar
Cash and cash equivalents 13 1] 113 1 2] ] 3
Reeal estate/ property
o= 1] 2,523 2,523 11 i} 231 11
Equity
Dompstic 17 o BT 3 547 0 3
Foreign 5938 i B, 781 k] 5240 o m
Bonds'
Domestic, AAA o BEE- ime 1] 3,008 13 3452 ] &
D=, balow BEE- o o [} (] L] 0 1]
Forzign, AdA bo BEB— 6057 1] B, 85T k]| 7060 ] n
Fereign, below BEB- 2 o 5 3 E15 0 3
Real estate
Fereign o 124 124 1 L] 128 1
Oeher 1,220 4885 1,707 | 553 o] 4
Orther Imeetments. ] 1% 15 ] L] 1] o
Tatal 18,523 3978 22,498 1 18, 169 26N 100
311213 EiRFRF
Total fair value of plan assets 22,458 21,13
o wibick:
Fank sccousts af LS and UBS dabt fnsfromants 115 &
L0BS shaves [ I ]
Securites fant o LS [
Property cerupind by UBS 158
Devivative fizancial & party LIRS 1]
Strertured prodioets, coustamenty LS 1]
i g e Py Syt A, o, et o et 1 sl g o oo o' g Ot S v U8 SOOI B Aot

sentee| gross of any collateral et of collatoral, dedvasive financial instremests amounbed to C5F 14 millen 2 of 31 December 3013 Seariies lent to UES weore fally covered by collaienl as of 31 Decereber 3013,
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Mote 28 Pension and other post-employment benefit plans {(continued)

Composition and fair value of plan assets (continused)

Mon-5Swiss Mlans
n.12.1% 1212
Weighted Wzighted
average average
plan asset plan amet
Fair value allpeation % Fair Value aliacation %
Quoted in Guased in
an actie n adive
CHF milfon market Orther Total market Crber
Cash and cash equivalents 173 ] m L] 55 o 3
[Bonsds?
Domessic, AAA fo BRE- BE ] -] ] 121 o ]
Domesti, below BEE- 42 1] L+ 1 121 o 3
Faneign, Adk b BRB- L] ] ] (] ] o 1
Faneign, below BBE- 7 1] T L] ] 1] 1
Private equity 1 ] 1 (] [i] o /]
vesmentfunds
Equily
Domestic 639 ¥ 641 17 624 4 1]
Fanzign 1.012 ] 1.012 n a4 o A
Bonds*
Domesic, ARA fo BRE- 1,061 ] 1,081 -] 1082 o N
Domesti, below BEE- 208 1] 08 [ ] Fi o ]
Fenzign, ARA b BRB- o n 135 4 125 o 3
Fenzign, below BBE- 62 i 1] 1 132 o 4
Real pstate
Domestic o 103 103 L] ] 5 3
Feraign /] 1] [} (] [i] o ]
Cther 43 180 0% ] L) 163 ]
Insisrance contracs /] 1% 13 (] L] 15 ]
Orther Imvestments. ] 5 ] L] a 4 ]
Taotal 3428 342 1,788 L] 3503 B0 100
Total fair walee of plan assets 1,768 378
1 Tar bord oedk milngs are primerly bassd on Sandard and Foor's aesk midags Satings AR to BEB- and beloer 3B~ represeTt pracke and grade srings, mepertively In s whene

ek mings fam ceher ing agencles were wied, these weie cooweried b the esubalei ratdg Inihe Sanzard B Pocs rafing combcaticr.

b} Post-retirement medical and life insurance plans

In the US and the UK, UBS offers retiree medical benefits that
contribute to the health care coverage of certain employess and
their beneficiaries after retirement. The UK medical plan s dosed
to new entrants. [n the US, in addition to retires medical benefits,
UBS also provides retires life insurance benefits to certain employ-
ees. The post-retirement medical benefits in the UK and the US
cover all types of medical expenses including, but not limited to,
cost of doctor visits, hospitalization, surgery and pharmaceuticals.
The retirees contribute to the cost of the post-retirement medical
benefits. These plans are not pre-funded plans and costs are in-
curred as amownts are paid.

In 2013, UBES anncunced changes to one of the US post-retire-
ment medical and life insurance plars in relation o the eligibility or-

teriz and cost sharing. This change reduced the defined benefit obli-
gation by CHF 9 million resulting in a gain of CHF 9 million in 2013.

Further in 2013, UBS announced a change to the other US post-
retiremant madical and Fe insurance plan in relation to the presorip-
tion drug coverage. This plan change reduced the defined benefit
obbgation by CHF 8 million resulting in & gain of CHF & million in 2013.

In 2012, UBS announced changes to the retiree medical and
life insurance benefit plans in the US. This change reduced the
defined benefit abligation by CHF 116 million with a comespond-
ing gain recognized in the income statement in 2012.

Thie employer contributions expected to be made to the post-
retirement medical and life insurance plans in 2014 are estimated
to be CHF 7 million.
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469/570

Fnancial information



EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

Financial information
Motes to the consolidated finandal statements

Mote 28 Pension and other post-employment benefit plans {(continued)

The following table provides an analysis of the net asset/ (liability) recognized on the balance sheet for post-retirement medical and lif2
insurance plans bebwesn the beginning to the end of the year, as well as an analysis of amounts recognized in net profit and in other
comprehensive income.

Post-retirement medical and life insurance plans

CHF milfion
Far e year ended H.12.13 1212
[Defined benefit cbhigation at Be beginsing of the year 138 FiL)
Cument service cost 1 L]
Irterest expesse B L]
Man participant costributions ) 3
Remeanurements of defined benefit obligation (E]] F. ]
e wiich; actuadal (gains)Tosses avnng fom changes in demographic ssumphons (1 @
of wihich: actvadal (aies)Tosses adning fom changes in fnsncal smunptions 1oy ]
e wiich; expenience fgains)/ e 8 16
Parid service cost related fo plan amendments. (17} ]
Curtail=ess ] 110
Benefit payments’ b L]
Fareign cerency tanslation =4} [
Defined benefit obligation at the end of the year 114 136
o il amounts owng 80 actie membos 15 Fi
ofwhich: owing do difamed memd o 1]
o wiich; amounts owing do refirees 22 108
Falr valie of plan aisets at the end of the year 0 1]
Ret defined benefit asset/(lability) (114} 1138
Analysis of amounts recogaized in net profit
Cument service st 1 ]
Inierest expesse related %o defined benefit ckligaton i -]
Pat service oot relabed 5o plan amendments. [ =
Curtail=pss ] (10
Ret periodic cost 11} 1103
Analysis of gains/{losses) recogaized In other comprehersive income
Femeasurement of defined benefit obfigation 1 (16
Total gains /[losses) recogized in other comprehensive income 3 (26

| EsmelTz puyments ane fundes oy empiryer comibutions and plan paricipant contrbions.
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Mote 28 Pension and other post-employment benefit plans {(continued)

The post-retirerment benefit obligation is determined by using the The discount rate and the zssumed average health care oost
assumed average health care cost trend rate. On a couniry-by-  trend rates are presented in the following table. The caloulation of
courtry basis, the same discount rate is used for the calculation of — the post-retirement benefit obligation also uses life expectancy
the post-retirement benefit obligation from medical and life insur-  rates, as disdlosed in “Mote 28a Defined benefit pension plans”
ance plans as for the defined benefit obligations arsing from pen-  above.

sion plans.

Principal weighted average actuarial assumptions uwsed (%)
Assumptions used to determine defined benefit obligations at the end of the year

For e year ended 3M.12.13 31212

[Discouss cabe 48 41
heals caee cost trend rate ~ nitial 68 16

forage

trrage health cave cost trend e — uitimaie 81 50

1 The aasamphians for e eqpedances are prosided sthin “Noe 52 Deflaed Deaelt peasion plm.*

The following table presents a sensitivity analysis for each significant achuarial assumption showing how the defined benefit obligation
would have been affected by changes in the relevant actuarial assumption that were reasonably possible at the balance sheet date.

Sensitivity analysis of significant actuarial assumptions

Inceease f [decreass] in
defined benefit cbligation

CHF milfion M.12.13 3242
[Discount rate

noease by 50 basis poists L] [

Drecreasa by 50 basis points T 9
Average health care cost frend rate

noezse by 100 basis points 9 12

Decreasa by 300 basis points 1] (1%
Lifi expeclancy

noease in longeady by one additioeal year 7 L)
1 The serelisity analyses 2 bases on a dange | prion sk hoizing il obher asemptions cowstang 5ot i nedeperdmces Deween Tie amumpdons are eedudes

) Defined con tribution plans

UBS aso sponsors & number of defined confribution plans in its  tions from UBS. The employer contributions to these plans are
non-Swiss locations. The locations with significant defined confri-  recognized as an expense which, for the years ended 31 Decemniber
bution plars are the LUK and the US. Certain plans permit employ- 2013, 31 December 2012 and 31 December 2011, amounted to
eas to make contributions and earm matching or other contribu-  CHF 236 million, CHF 240 million and CHF 254 million, respectively:

Fnancial information
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Mote 28 Pension and other post-employment benefit plans {(continued)

i) Related party disdosure

UBS is the principal bank for the pension fund of UBS in Switzer-
land. In this function, WBS is engaged to execute most of the
pension fund’s banking activities. These activities can include, but
are not imited to, frading and securities lending and bomowing.
All transactions have been executed under arm’s length condi-
tiors. The non-Swiss LBS pension fumds do not have a similar
banking relationship with UBS.

In 2008, UBS sold certsin bank-occupied properties o the
Swiss pension fund. Simultanecwsly, UBS and the Swiss pension
furd entered into lease-back arrangements for some of the prop-
erties with 25-year lease terms and two renewal options for 10

Related party dischosure

CHE million
Recebved by UBS
(Y

Paid by DO

et

e est

Diidends and capital repayments

years each. During 2009, UBS renegotiated one of the lease con-
trachs which reduced UBS's remaining lease commitment. In 2013,
after the first five years, the early break cptions for mast of the
leases wers not exerdsed, which resulted in an increase in the
minimurn commitment for additional five years. As of 31 Decemn-
bber 2013, the minimum commitment towards the Swiss pension
fund under the related leases is appromately CHF 19 milkon
{31 December 2012: CHF 11 millicn).

The following amounts have been received or paid by UES
from and to the persion fumds in respect of these banking activi-
ties and arrangements.

For e year ended

LW FRE | Hnaraz Az

13 n po

The transaction volumes in LBS shares and other UBS securities are as follows.

Transaction volumes - related parties

Ananclal instruments bought by pensian funds

UBS shares {in thowsasds of shares)

UBS debt imstruments {par vales in OHF million)

Ananclal instruments sold by pensbon funds o matured
UBS shares {in thowsands of shares)

UBS debt imstruments {par vabers in CHF millon)

For the year ended
LIRFRE 31212

1,458 290
3 L]
1143 ELL
8 &1

Dretails of the fair value of the plan assets of the defined pension
plans are disclased in “MNote 28a Defined benefit pension plans. ™
In addition, UBS defined contribution pension funds held

470

16,152,501 UBS shares with a fair value of CHF 278 million as of
31 December 2013 (31 Decernber 2012 16,690,174 UBS shares
with a fair value of CHF 240 million).
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Mote 29 Equity partidpation and other compensation plans
a) Plans offered

UBS operates several equity participation and other compansation
plans to align the interests of executives, managers and staff with
the interests of shareholders. Some plars (e.g.. Equity Plus and
Equity Ownership Plan) are granted to gligible employess in ap-
prosamately 50 countries and are designed to mest the legal, tax
and regulatory requirements of each country i which they are
offered. Certain plans are used in specific countries, business ar-
eas (e.g., awards granted within Wealth Management Americas],
or are offered to members of the Group Exscutive Board (GEE)
only. UBS operates compensation plans an a mandatory, discre-
tionary and woluntary basis. The esplanations below provide 2
general description of the terms of the most significant plans
which relate to the performance year 2013 (granted in 2014) and
those from prior years that are partly expensed in 2013. Refer to
Mote 1a) 25} for a description of the acoounting policy related o
equity participation and other compensation plans.

Mandstory share-based compansation plars

Equity Cwniership Plan (ECPE: Selected employess recsive a por-
ticn of their annusal performance-related compensation above a
certain threshold in the form of an EQOP award in UBS shares,
notional shares or UBS performance shares {notional shares
which are subject to performance conditions). From February
2014 onwards in general only notional shares and UBS perfor-
marnce shares are granted. Since 2011 (for the performance year
2010), performance shares have been granted to EOP partici-
pants whio are risk-takers, Group Managing Directors or emphoy-
ess whose incentive exceeds a certain threshold. The perfor-
mance shares granted in 2011 and 2012 will only vest in full if
certain performance targets are met, i.e.. if the participant’s busi-
ness division is profitable (for Corporate Center participants, the
Group as a whole needs to be profitable) in the finandal year
precading the relevant vesting date. To determine if a business
division is profitable in this context, adjustments to reported prof-
itability may be made based on considerations relating to risk,
quality and relizbility of eamings. For performance shares grant-
ed in respect of the performance years 2012 and 2013, the per-
formanice conditions are based on the Group return on tangible
equity and the divisional return on atiributed equity (for Corpo-
rate Center participants, the reburn on attributed equity of the
Group excluding Corporate Center). Replacement awards (in-
duding sign-on payments) can be offered in deferred cash under
the EOP plan rules.

Awards in UBS shares allow for voting and dividend rights dur-
ing the vesting period, whereas notional and performance shares
represent a promize to receive UBS shares at vesting and do not
allow for voting rights during the wvesting period. Notional and
performance shares granted before February 2014 have no rights
to dividends, whereas for awards granted since February 2014
employess are entitled to receive a dividend equivalent which may

EDINETOOOO
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bbe paid in notional shares and/or cash, and which will vest on the
same terms and conditions as the award. Awards granted in the
form of UBS shares, notional shares and performiance shares are
settled by delivering UBS shares at westing, except in countries
where this = not permitted for legal or tax reasons. EOP awards
granted until 2012 generally vest in three equal increments over a
three-year vesting period and awards granted since March 2013
generally vest im equal increments two and three years following
grant. The awards are generally forfeitable wpon, among other
ciroumstances, voluntary termination of employment with LBS.
Compensation expenss is recognized in the performance year if
the employee mests the retirement eligibility requirements at the
date of grant. Otherwise, compensation expense is recognized
from the grant date to the earlier of the vesting date or the refire-
ment igibility date of the employes, on a tiered basis.

Senior Executive Equity Ownership Plan (SEEOF): Up to 2012
{performance year 201 1) GEE members received a portion of their
miandatony deferral in LBS shares or notional shares, whidh vest in
one-fifth incremenis over a five-year vesting pericd and are for-
feitable if certsin conditions are not met. Awards granted since
2011 are subject to the same performance conditions as perfor-
miamce shares graried under the EOP ie., they will only vest in full
if the participant’s business division s profitable (for Corporate
Center participants, the Group as a whaole must be profitable) in
the financial year preceding scheduled vesting. Awards granted
under SEEOP are settled by delivering UBS shares at vesting. Com-
pensation expense is recognized on the same basis as for share-
seitled EOP awards. From 2013 (performance year 2012), GEB
members have received EOP awards. Mo SEEOP awards wwere
granted for the performance years 2012 and 2013.

Incentive Performance Plan (IPPE In 2010, GEB members and
certain other senior employees received part of their annual in-
centive in the form of performance shares granted under the IF?
Each performance share granted & a contingent right to receive
between ore and three UBS shares at vesting, depending on the
achievernent of share price targets. The IPP awards vest in full af-
ter five years (i.e., in 2015) and are subject to continued employ-
meent with LBS. Compensation expense is recognized on a tiered
Ibasiz from the grant date to the earlier of the vesting date or the
retirement eligibiity date of the employee. IPP was a one-time
plan granted in 2010 onhy

Performance Equity Plan (PEF): From 2010 o 2012, GEB mem-
bbers received part of their annual incentive in the form of perfor-
miance shares granted wnder the PEP. Each performance share iz a
contingent right to receive between zero and two UBS shares at
vesting, depending on the achievement of Ecomomic Profit (EP)
and Total Shareholder Reburn (TSR) targets. PEF awards vest in full
after three years. EP is a risk-adjusted profit measure that takes
into accownt the cost of risk capital. TSR measures the total return
to LIBS shareholders {in the form of share price apprediation and
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Mote 29 Equity partidpation and other compensation plans {(continued)

dividends) as compared to the constituents of a banking index.
Vesting is subject to continued employment with UBS. Compen-
sation expense is recognized on a tiered basis from the grant date
to the earlier of the vesting date or the retirement: eligibility date
of the employee. No PEP awards were granted for the perfor-
mance years 2012 and 2013.

2012 Special Plan Award Program for the knvestment Bank
{SPAF): In April 2012, certain Managing Directors and Group
Managing Directors of the lvestment Bank were granted an
award of UBS shares which will west three years after grant. est-
ing is subject to performance conditions, continued employment
with the firm and certain other conditions. The vesting of Special
Plan awards is subject to perfformance conditions based on the
level of reduction in risk-weighted assets achieved and the aver-
age return on risk-weighted assets in the Investment Bank for
2012, 2012 and 2014. Compensation expense is recognized from
the grant date fo the earlier of the vesting date or the retirement
eligibility date of the employes.

Mandstory deferred cash compensation plans

Deferred Contingent Capital Man (DCCPE The DCCP is a manda-
tory parformance award deferral plan for all employees whoss total
compensation exceeds a certain threshold. Such employees receive
part of their annual incentive in the form of notional bonds, which
are a rightt to receive a cash payment at vesting. CCP awards for
the performance year 2012 {granted in 2013} vest i full fve years
from grant and are forfeited if the phase-in Basel Il common eg-
uity tier 1 capital ratio of the Group falls bedow 7%, if ANMA de-
termines that the DCCP awards need o be written down fo pre-
vent the insolvency, bankruptey or failure of UBS AG, or if UBS AG
has received a commitment of exiraordinary support from the pub-
lic sector that is necessary to prevent such insolvency, bankruptey or
faibure. PCCP awards for the performance year 2013 {granted in
2014) are forfeited if the phase-in Basel Il common equity tier 1
capital ratio of the Growp falls below 10% for GEB members and
7% for non-GEB members. There was no change to the other for-
feiture rules. Interest is paid annually for performance years in
which the firm generates an adjusted profit before tax In any years
during the vesting pericd where UBS does not achieve an adjustad
profit before tax, GEB members would forfeit 20% of the award.
The awards are subject 1o standard forfeiture and harmful acts pro-
visions, including voluntary termination of employment with UBS.
Compensation expense i recognized in the parformance year if the
employes meets the retirement eligibility requirements at the date
of grant. Otherwise, compensation expense is recognized from the
grant date to the earlier of the vesting date or the retirement eligi-
bility date of the employes.

Long-Term Deferred Retention Senior Incentive Scheme
{LTORSIS): Awards granted under the LTDASES are granted to em-
ployess in Australia and represent a profit share amount based on
the profitability of the Australian business. Awards vest after three

472

years and include an arrangement which allows for unpaid install-
ments to be reduced if the business has a loss during the calendar
year precading vesting. The awards are generally forfeitable upon
volurtary termination of employment with UBS. Compensation
expense is recognized in the performance year if the employes
meets the retirement eligibility requirements at the date of the
grant. Otherwise, compensation expense is recognized ratably
from the grant date to the earlier of the vesting date or the refire-
ment eligibility date of the employes.

Global Asset Management Equity Cwmership Plan: in order to
align their compensation with the performance of the funds
they manage, all Global Asset Management employees receiving
EOP awards, receive them in the form of cash-settled notional
funds since 2012. The amount depends an the value of the rel-
evant underlying Global Asset hManagement funds at the time of
vesting. In prior years certain Global Asset Management employ-
ees received EOP awards in a combination of shares and cash-
sattled notional fumds, the coresponding amount depended on
the value of the underlying Global Asset Management funds at
the time of vesting. The awards are generally forfeitable upon,
amang other drcumstances, voluntary termination of employ-
mient with UBS. Compensation expense is recognized in the per-
formance year if the employes meets the retirement eligibility
requirements at the date of grant. Otherwise. compensation
expense is recognized from the grant date to the earlier of the
vesting date or the retirement eligibility date of the employee,
on a tiered basis.

Cash Balance Plan (CBPk: From 2010 to 2012, Group Executive
Board (GEE} members received part of their annual incentive in
the form of a mandatory deferred cash award. CBP awands are
ipaid out in two egual installments during the two years fallowing
the year of grant. subject to certasin performance conditions.
Swards granted im 2011 and 2012 {for performance years 2010
and 201 1, respectively) are subject to Group return on equity per-
formance conditions, wiereas awards granted in 2010 {for per-
formance year 2009} are subject to profitability hurdles. After a
GEE member has left the firm, the deferred portion of the CEP
award continues to be at risk of forfeiture. Awards granted under
the CBP from 2011 orwards are forfeited if a GEB member vodun-
tarily terminates his or her employment and joins another finan-
cial services organization. Compersation expense is recognized in
the performance year, which is generally the financial year prior to
the grant date. Mo CBP awards were granted for the performance
years 2012 and 2013,

Deferred Cash Plam (DCPE In 2011, DCP awards were granted
to Investiment Bank employees whose total compensation ex-
ceeded a certain threshold. DCP awards vest in one-third incre-
ments over a three-year period following grant. The awards are
forfeitable wpon voluntary termination of employment. Compen-
sation expense is recognized ratably over the vesting pericd. DCP
was a one-time plan granted in 2011,
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Mote 29 Equity partidpation and other compensation plans {(continued)

Wealth Management Americas financdial advisor compensation
Financial advisor compensation — cash payments consist primarily
of a formula-based compensation plan, which fluctuates in pro-
portion to the level of business activity.

UBS akso may enter into compersation commitments with cer-
tain financial advisors primarily as a recruitment incentive and o
incentivize financial advisors fo achieve specified revenue produc-
tion and other performance thresholds. The compensation is
earned and paid to the employee during a period of continued
employment and may be forfeited under certain cirosmstances. In
miost cases, UBS grants loans to finandial advisors in connection
with these compensation commitments.

GrowthPlus is a program for selected financial adviscrs whose
revenue production and length of service exceeds defined thiresh-
olds from 2010 throwgh 2017. Compensation arrangements were
granted in 2010 and 2011 with potential arrangements to be
granted in 2015 and 2018. The awards vest ratably ower seven
years from grant with the exception of the 2018 commitment,
which vests ower five pears.

PartnerPlus & a mandatory deferred cash compersation plan
for certasin eligible employees. Awards (UBS contributions) are
based on a predefined formula during the performance year. Par-
tidpants are also allowed to voluntarily contribute additional
amounts earned during the wear, up to a percentage of their pay,
which are vested upon contribution. Awards earn an above-mar-
ket rate of interest duning the initial fouryear period and a markst
rate of interest thereafter. Voluntary contributions can earn an
asbove-market rate of interest during the initial fouryear period
and a market rate of interest thereafter or along with vested com-
pany confributions can be benchmarked to varicws mutual furds
wihen balances vest Awards and all interest vest in 20% incre-
mients six to ten years following grant date. Awards and interest
earned on both UBS and voluntary confributions are forfeitable
under certain circumstances. Compensation expense for awards is
recognized in the performance year if the employee meets the
qualifying separation eligibility requirements at the date of grant.
Ctherwize, compensation expense for awands is recognized rat-
ably commencing in the performance year to the earlier of the
vesting date or the qualifying separation eligibility date of the em-
ployes. Compensation expense for voluntary contributions are
recognized in the year of deferral.

Discretionary share-based compensation plans

Key Emoloyes Stock Appreciation Rights Flan (KESAF) and Key
Employee Stock Option Plan (KESOP: Until 2009, key and high
potential employess were granted dicretionary share-settled
stod: appredation rights (SARs) or UBS options with a strike price
not less than the fair markst value of a UBS share on the date the
SAR or option was granted. A SAR gives employess the right o
receive a rumber of LBS shares equal to the value of ary appre-
ciaticn in the market price of a UBS share between the grant date

and the exercize date. One option gives the right to acquire one
registered UBS share at the option’s strike price. %4Rs and options
are settled by delivering UBS shares, except in countries wherz
this s not permitted for legal reasons. These awards are generally
forfeitable upon terminztion of employment with UBS. Compen-
sation expense is recognized from the grant date to the earlier of
the vesting date or the retirement eigibility date of the employes.
Mo options or SARs awards have been granted since 2009,

‘olurtary share-based compensation plans

Equity Plus Plan (Equity Plus): Equity Plus is a voluntary plan that
provides eligible employess with the coportunity to purchase UBES
shiares at market value and recsive, at no additional cost, one free
notional WBS share for every three shares purchased, up to a max-
imum annual limit. Share purchases may be made annually from
the performance award and/ or monthly through regular deduc-
tiors from salany. Shares purchased under Equity Plus are restrict-
ed from sale for a maximum of three years from the time of pur-
chase. Equity Plus awards vest after up to three years. Priar to
2010, instead of notional shares participanis received two UBS
options for each share they purchased under this plan. The op-
tiors had 2 strike price equal to the fair market value of 3 UBS
share on the grant date, a two-year vesting period and generally
expired ten years from the grant date. The options are forfeitable
in certain drcumstances and are settled by delivering UBS shares,
except in countries where this is not permitted for legal reasons.
Compersation expense for Equity Plus is recognized from the
grant date to the earier of the vesting date or the refirement eli-
gibility date of the employes. For awards granted from April 2014
onwards, employess are entitled fo receive a dividend equivalent
which may be paid in either notional shares and/or cash.

Share delivery obligations

LUES satisfies share delivery cbligations under its share-based plans
aither by purchasing UBS shares in the market or through the issu-
ance of new shares. &s of 31 December 2013, total future share
delvery obligations in relation to employee share-based compen-
sation awards wera 109 million shares, taking into account the
UBS share price at year-end 2013 as well as performance condi-
tions. Share delivery cbligations related to unvested and vested
notional share awards, performance share awards, options and
stock appreciation rights.

As of 31 Decemnber 2013, UBS held 73 million treasury shares
{31 December 2012: 74 million shares) which were available to
satisfy delivery obligations related to notional share awards, per-
formance share awards, options and stodk appreciztion rights. An
additional 129 million unissued shares (31 December 2012: 145
milllion shares) in conditional share capital {out of 150 milkon ap-
proved in 2006) were available to satisfy the delivery obligation
related fo options and stock appredation rights. Treasury shares
held or newdy issued shares are delivered to employees at exercise
ar vesting-
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Financial information
Motes to the consolidated finandal statements

Mote 29 Equity partidpation and other compensation plans {(continued)

b) Effect on the intome statemeant

Effect on the income statement for the financial year and income statements of 2014 and later. The deferred compensation
future pericds expenses in the table also indude vested and mon-vested awards
The following table surmmarizes the compensation expenses rec-  granted minly in February 2014, which relate to the performance

ogrized for the year ended 31 December 201 3 and deferred com-  year 2013
pensation expenses that will be recognized as an expense in the

Personnel expenses - Recognized and deferred?

Peesonnel expenses for the pear ended 2013 Persoened expenses defesed to 2014 and ke

rebati celatin i Elating

:um;gfz awads = ﬁ: u-\ﬁ.it:'
CHF milfon 2013 price years Total i E] prinr years Total
Performance awands
Cah performance awands 1,942 =00 1,912 L] o 1]
Defermed Contisgent Capital Plas (DCCPY 152 ] 245 48 X 1]
Defemed cash plares (DCP and cther cash plansh F4 53 55 7 12 19
Equity Ownerzhip Plan (EOPSEEQF) — LIRS shares 120 455 B55 520 un a7y
Performance Equity Plan (PEF) 1] 2 2 L] ] 1]
Incentive Ferfomance Plan (P9} 1] 23 EL] L] H 21
Total UBS share plars 120 502 692 520 im Ll
Equity Ownership Plan (EOF) — notional funds 12 &0 ™ a7 % 73
Total performance awards 2,305 Bl 2,985 12 ED6 1,518
Varishle compensation
‘Varizhle comperneation — other 152 126 i p! L= TiE
Finazcial adviser compessation — cash payments 2218 (1] 228 L] o 1]
Comg C with recruites fisandal advisoes n 605 635 440 2058 2,58
GrowstPles and other defersal plazs &2 132 rad w07 564 &
LBS share plars 0 &3 -] 45 165 210
‘féealth Manage=pat America:
Financial advisor compessation’ 2334 ] 3,140 552 280 1418
Total 4,79 1,623 6,414 1,544 EEE]] 5675
e P e s 0 OF Dy e Uy O g b et
S48 o (IR 190 o e p 3 e CLF e of CH 1) kot e DS S T e S« e DCCP et o 108 et e D s 7
2 e rOSA s o ol & Lt s P o Lmpo oo et TR 0 s 2 o b, L o8 S

W] FeqUiEmeTtL ATaurts refecied E Splered evsNRes represent the masimim delesed aqsure 2c of Tie balina theet date.
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Mote 29 Equity partidpation and other compensation plans {(continued)

Personnel expenses - Recognized and deferred’

Peasonnel expenses for the pear ended 2012

Persoaned expenses defosed to 2013 and bier

Expenses Exzamers _ .

relating o relaing o firlati=g In Eelatizg In

awards for awards for Fwards for awards for
CHF milfion 2012 prio years Total i prinr years Tatal
Performance awarnds
Cash parformance awands 1411 1] 1373 L] o 1]
[Defermed Contingent Capital Mas (DCCPY 145 (1] a5 361 o £
Defermed cash plares (CBP DCP and other cash plans) 5 143 i54 ] & a7
Equity Ownership Flan (EOP/ SEEQF) ~ UBS shares 135 w5 1,130 383 455 1]
Performance Equity Plan (FEF) 1] 1@ 10 [ 4 4
Incentive Ferformance Plan (PP} 1] ¥ 62 L] &2
Total UBS share plans 135 1,202 k] 5&i a6
LS shae opsinn plans |KESAPS KESOF) 1] 14 14 L] o 1]
Equity Ownership Plan (EOF) - notienal funds. ] B4 2 0 45 2]
Total performance awards 1.724 1.278 3,000 T4 T4 1488
‘arkahle compensation
‘arizhle compensation — other 434 157 3677 4547 T 565
Finasdal advisor compessation — cash paymesss 1557 a 1,857 [/ ] 1]
‘Compensation commitmen s with secruited fisandal advisoes -] 579 634 587 2115 2102
GrowstPles and ofter defercal plass L] 12 ] 54 3] &4
LS shane plans 21 T8 -] 66 Fi1] o7
‘féealth lh_.immu:
Financial advisor compessation’ 2087 i ] 2872 06 2551 1657
Total 4,118 2,005 6,240 1574 3736 5710

1 Total sham-2ased wenagzed for e nﬂd!lhn-hrmz—nl1m-lllh|-dnmqﬁdn‘lﬁh of CFF 1,251 millicn, L85 shame ﬂ'ﬂrlll-!.
E‘FI[M'Ip!a mdmr ||:m':h-dud.ﬂ " o e

ozss of CHF B9 milk

s witin Varkbie compereansn - ofwr} of CHF 108milion. - indedes

ol CHF 409 millan {CKF 54 milban prion year), fasteitam credis ol CHF I:I'I-lh'rhrp].mu mdmrm-lhmpﬁdmﬁn:ﬂmmd‘
Fnandal azsis baedl direcy

CHF 128 milfion (C5F 71 millon prior yearl. 3 lachudies DOCP Imeress of CHF 137 milion. on compeabie reweces generied
finarcil adviom and ummﬂwmh“mdﬂ-mlhmm-ﬂh n-l:-d.nﬂhf—ﬂz
adiunes entered Into 3t £ Ihtdru-h-t.M-ﬂqldlu 310ty Anzunts reliered as defemed s WRRETE T defered expospre as of the baknoe sheet dase.

During 2013, UBS accelerated the recognition of expenses for cer-
tain deferred compensation arrangements relating to employees
that were made redundant as part of restructuring programs.
Based on the redundancy provisions of the plan nies, these em-
ployees retain their deferred compensation awards, however, as
the employess are not required to provide fubure sarvice, compen-
sation expense relating to these awards was accelerated to the
termination date based on the shortened service period. The
amounts accelerated and recognized relating to share-based pay-
mmient awards in 2013 and 2012 were CHF 62 million and CHF 63

million respectively, and the amounts related to deferred cash
awards were CHF 9 million and CHF 13 million, respectivehy.

LBS akso shortened the service period for certain employees in
accordance with the mutually agreed termination prosisions of
their deferred compensation awards. Expense recognition was ac-
celerated to the revised vesting date. The amounts accelerated
and recognized relating to share-based payment awards in 2013
amd 2012 were CHF 11 million and CHF 20 million, respectively,
ard the amounts related to deferred cash awards were CHF 3 mil-
lion and CHF 2 million, respectively.
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Financial information
Motes to the consolidated finandal statements

Mote 29 Equity partidpation and other compensation plans {(continued)

Personnel expenses - Recognized and deferred’

Peasonnel expenses for the pear ended 2011

Persoane] expenses defosred to 2012 and ke

Expenses ] i i

nebating & relafing i Redating 1o Falating 1o

awards for awards for Fwards for awards for
CHF milfion 2011 prio years Total o prinr years Tatal
Performance awands
Cash parformance awands 1,55 1] 1,468 L] o 1]
[Defiermed cash plares (CBR DCP and other cash plans) E ] 3 343 3 17 182
Equity Ownership Plan (EQP/ SEEQF) — UBS shares Fiil 1,152 1,384 T4 T 1460
Performance Equity Plan (PEF) 3 5 & L] 4 4
Incentive Ferformance Plan (99} 1] a7 a1 L] 134 134
Total UBS shane: plans 134 1,256 1,450 750 58 1608
UBS share opsion plans | KESAPS KESOF) 1] L] i) L] 15 5
Equity Ownership Flan (EOF) ~ notional funds. -] a3 118 68 48 n7
Total performance awards 1,847 1,889 3518 ] 1,100 1822
‘Varkahile compensation
Varizhle compensation — other =5 {104 L4k 132 iii M3
Finaadial advisor compessation — cash paymests 1,695 (1] 1,695 [i] o 1]
Compensation commitments with secruited fisandal advisoes 7 & 536 581 Lix 1653
GmwetPles and ofter defersal plass 1] -] e m 41 oS
LS share plans 1] -] -] Bg i M7
‘fiealth l.hu_krl'm
Finascial advisor mmpessation’ 1,842 [10] 1518 1024 Fdgr EF.t )
Total 34984 2,242 6,226 1,578 4,025 6,003
1 Total shane-hases CR[Ero | for the year ended 1 December 2011 _DFIJﬂm"dmmIpmdnﬂliﬂll;-IdﬂlHﬂlhﬂﬁmmﬂndm1mlh
Equiy Dwrership Fln = notional fanss of 04F 113 milizn, relned ssoal securty ook of CHF 39 millon and after compersiden pla jepaned within Wasable compenmton = otter) of CHF 42 milien. 3 inclades

of CHF |21 mibor, focfefome et of CKF 205 milbon, seweance poymett of C<F 235 milan and rektiion plan and o pagmenisof CHF AGmilizn. 3 Arancal asisw

e irerily on CoNFEHShIE REVERLES Qenerizd
akies i akn OEE RTiED 5 om
srt e Maenen defermd exposam X of the Babinoe sheet dae.

by Tnanclal 3z and

Additional disclosures on mandatory, discretionary and
voluntary share-based compensation plans (induding notional
furwds granted under EOF)
The total share-based personnel expenses recognized for the
years ended 31 December 2013, 2012 and 2011 were CHF 1,042
miillicn, CHF 1,584 million, and CHF 1,789 million, respectively:
This inchudes the current period expense, amortization and related
social sacurity costs for awards issued in prior periods and perfor-
mance year expensing for awards granted to retirement-eligible
employess where the terms of the awards do not require the em-
ployes to provide future services.

The total compensation expensas for non-vested share-based
awards granted up to 31 December 2013 relating to prior years
to be recognized in future periods is CHF 710 million and will be

476

b | ruiies Eased on randad adweor productiviog | m Ene, 256 and ofe ark

AnImETE w1 fl'-d.rl.lﬂn-d 1m0 2 the T of WU, WA KA 20 SUSRC 1D wesing requieents dmomTts kecded 2t defeed erpenss repre

recognized as personnel expensas over a weighted average period
of 2 years_ This includes UBS share plans, UES share option plans,
the Equity Ownership Plan {notional funds), other variable com-
pensation and the Equity Plus Plan. Total deferred compensation
amounts included in the 2013 table differ from this amount as the
deferred compensation amounts also include non-vested awards
granted in February 2014 related to the performance year 2013.

Actual payments fo participanis in cash-setiled share-based
plans, including amounts granted as notional funds issued under
the EQP, for the years ended 31 December 2013 and 2012 wers
CHF 157 million and CHF 141 million respectively. The total carry-
ing amount of the liabdity related to these plans was CHF 164
million as of 31 December 2013 and CHF 243 miflion as of 31
December 2012.
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Mote 29 Equity partidpation and other compensation plans {(continued)

&) Maovemants during the year

UBS share and performance share awards

hbiovements in WBS share and notional share awards were as follows:

LS share awards

Culstanding, at e beginzing of the year
Shanes awarded during the year
[Distrbutions during the year
Farfeited during the year
Culstanding, at e end of the year
oifwiiclh: shares vested for scooenting puvposes

Number of
shares
2013

245,059,529
50,270,880
(99,955, 951)
{12,740,74T)
188,633,451
45,096,537

Welghted
average grank Mumber of
diste Hair shames.
valug (CHF) 012
15 214,598 535
15 120,208 852
15 (72,597 66G)
15 (12,850,203}
15 249,059 529
&1, 555 483
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The fair value of shares that became legally vested and were distributed {i.e., all restrictions were fulfiled) during the years ended

31 Decemnber 2013 and 2012 was CHF 1,398 million and CHF 1,216 millicn, respectiveby.

hcwements in performance shares granted under the IPP are as follows:

Incentive Parformance Plan
23
‘Welghted average fair
Humber walwe of IPP
of performance ormance shares at
shares 2013 gramt date (CHF)
Forfeitable, at the beginning of the year 14,231,831 22
Amedad during the year L] o
‘Vested during the year (8,530 22
Forfeited during the year (1,072,118} 22
Forfeitable, at the end of the year 13,151,023 22
o wiich: parfarmance shares veded v scoouniing puposes 10248077
X012
Forfeitable, at the beginning of the year 16,137, 456 2
Amedad during the year L] o
Vested during the year {7,182} 2
Forfeited during the year (1,858 453) 7
Forfieitable, at the end of the year 14,231,8317 2
oo witioh parfarmance sharer veded v sooousting pusoses BAE5 ST
;:1'! mﬂ?ﬁﬁﬂ?ﬁ;m rl'lr:l_ﬂﬂ;‘liltll.lmt- :Tf:_m:qnl'q npmber of LUES shares disribried In 2013w 2590 1 Asof
i
a7 4
£
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Mote 29 Equity partidpation and other compensation plans {(continued)
Mcwements in performance shares granted under the PEP are as follows:
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Performance Equity Plan
203
‘Welghted average fair
Mumber vabue of PEP
of performance performance shares at
shanes 2013 grant date (CHF!
Farfeitable, at the beginning of the year 1,825,199 16
swzrded durieg the year [ 0
‘Vested during the year {359,613 16
Farfeited during the year {84,620 17
Farfitable, at the end of the year 1,380,958" 16
o wiich: parfarmance shares veded v scoouniing pumoses 1,041,507
12
farieitable, a1 the beginning of fhe year 1,210,550 i
Awardad during the year 845580 12
‘Vested during the year L] 1]
Farfeited during the year {230,579} 13
Fodieitabile, at the end of the year 1,825, 1997 156
o which: parfarmance sharer vasied v Sooousting pusoses 1, 160, 836
1 etoro: 23 e B o Bl U5 s 55 3€ Lo o 1 SFBRl an Conne. B f 51 Dohmter 395 e oo o Gl U e . 4553 e 0o
b perlzrmance consiiors.
LBS option awards
howvements in option awards were as follows:
MBS aption awards
Number of Welghted Humber af Wrigtazd
opllons  average exercise oplions  average sxecke
2013 price [CHF)' 2 price [CHRY!
(Culstanding, at the boginzing of the year 158,000,584 43 176,992,361 ]
Granted during the year [ [ 0 [
Exrecinnd dusing the year [2,430,657) 12 15921804 1
Farfeited during the year (177,272) 45 (1,283 626} 44
Expired eneercised [21,312,458) ] (15,625,951} 40
Dutstanding, at the end of the year 133,170,139 45 158,080,564 41
Esmucizable, at the end of the year 132,170,139 45 158,000,564 43
1 Some of the aptians in this table hawe emrse prices denamirafed n USD which have been convened Into CHE at T yearend spof exchangs rmie dor the purpmses of 1k maiie.
The following table provides additional information about option exercises, grants and ntrinsic values:
For the year ended LIRFRE .24z
‘Wiighind mverage s price of optines mercised (CHF) 17 13
intrireic vaiue of optines eeercized during the year (CHE millon) 17.5 T3
‘féeighted average grant date fair value of options granted (CHF) Wik Wik

478

480/570



EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

Mote 29 Equity partidpation and other compensation plans {(continued)
The following table provides additional information about options ocuistanding and options exercisable as of 31 Decemnber 2013:

Options cubstanding Options exmczable
‘erighted Wzighted
. __Pagnate bt Weicheed Aot EreN,
Husber of Weighted  intrinsic value nemaining Humzer of amage  intrinicwlue memaning
Pange of execse prces sty (res (/U0 | mion  temipes)  smembe (OGS mdin) e
CHF Avrards
10.21-15.00 11,548,232 1140 850 A5 11,948,232 11.40 B0 46
15.01-25.00 5,685,112 188 45 47 9685, 112 1883 46 47
B5.01-35.00 26,537.351 348 an Y] 26937351 .4 o0 k1]
F5.01-45.00 157842 am oo 10 1,527,842 4m oo 10
£5,01-55.00 15,333 852 24 an 14 15,233,852 2843 o0 14
$5.01-55.00 4,480,527 6005 oo 27 4,480,527 0,09 oo b
E5.01-T5.00 44,754 456 6182 an 24 44,254 455 &782 1] 4
10.21-75.00 120,188,372 0.6 120,168,372 T08
USD Awards
17.88-25.00 1647 2055 oo 1.0 1,647 059 [+11] 0
B.i-35.00 5,745,063 3.4 [T1] (1] 5,745,053 Eil ol L1
15.0-44 83 7,251,067 75 oo 12 1,251,067 3759 [+11] 12
178844 81 13,001,767 0.0 13,001,787 K]
LUBS SAR awards
hdovements in SAR awards wene as follows:
MBS SARs awards
Welghted Weihied
Mumber of SAR:  average exercse Humber of S4Rs INEIGE pRECiSE
2013 price {CHF) 02 price [CH
(Culstanding, at the boginzing of the year 33,118,338 12 55,021,38 12
Granited during the yesr [ [ o [
Exrecinnd dusing the year [10,427,283) 1 (14,217,626} 1
Farfeited during the year (57, 50d) mn {684 T} 11
Expired eneercised (1,189, 558) n (7,000,357} 1
Dutstanding, at the end of the year 21,444,018 L F 33118335 1
Esucizable, at the end of the year 21,444,018 12 13,118,135 12

The fallowing table provides additional information about SARs exerdses, grants and intrinsic values:

Far e year ended H.12.13 1212
Wieighted average st price of SARs exendsed {CHF} 17 12
Intrirsic value of SARs eeerdsed during the year (CHF milion) 57.0 245
\éeighted average grant dabe fair value of SARs grasted (CHF) Wik Y
473 4
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Mote 29 Equity partidpation and other compensation plans {(continued)
The following table provides additional information about SARs outstanding as of 31 December 2013:

ShRs cubstanding SR pmcrable
£ ‘Wrighted average ‘Weighted ‘fivighted average
Number atrage Aggmgate remazining Mumker Terage hgorega remanitg
of SARs emerdse  mbinscvaliue  comdsachual tesm of S&Rs  ewerciseprioe  intrissicwlue contractual tenm
Fange of esprdse prices. outstanding price {CHFy {CHF million) (pears) pameciably PCHF) CCHE milion) [years)
CHF
935-1250 20,579,068 1124 170 50 20,973,068 11.34 nre 50
12511500 18,000 “n oo 55 18,000 14.M o 55
15.01-17.50 92 950 158D oo 45 92,850 1680 o 48
17.51=-20.00 354000 1835 oo 55 254000 15925 o 56
9.35-20.00 21,444,018 nwe 21,484, M8 117.0
) al uation

UBS share awarnds

UBS measures compensation expense based on the average mar-
ket price of the UBS share on the grant date as quoted on the SIX
Swiss Exchange, taking into consideration post-westing sale and
hedge restrictions, non-vesting conditions and market conditions,
where applicable. The fair value of the share awards subject to
post-vesting sale and hedge restrictions is discounted based wpon
the duration of the post-vesting restriction and is referenced o
the cost of purchasing an at-the-money European put oplion for
the term of the transfer restricion. The weighted average dis-
count for share and performance share awards granted during
2013 is approsimately 13.4% (2012: 15.4%) of the market price
of the UBS share. The grant date fair value of notional LBS shares
without dividend entitlernents also indudes a deduction far the
presant value of future expected dividends to be paid betwesn
the grant date and distribution.

UBS options and S4Rs awards
Sinca 2010, the fair values of options and SARs have been deter-
mined using a standard closed-farmula option valuation maodel.

The expectad term of eadh instrument is caloudated based on his-
torical employes exercise behavior patterns, taking into account
the share price, strike price, vesting pericd and the contrachuesl
life of the instrument. The term structure of volatility is derived
from the implied volatilities of traded UBS options in combination
with the observed long-term historical share price wolatility. Ex-
pected future dividends are derived from traded UBS options or
from the historical dividend pattern. Mo options or SARs have
lbeen granted since 2009,

Incentive Performance Pan (IPP) and Performance Equity Plan
{PEF)

Mo IF? and no PEF awards were granted in 2013, For performance
share awards granted in 2012, UBS obisined an independent
third-party waluation based on the market conditions at the date
of grant. The valuation methodology applied was a Monte Carlo
simulation. The approach to determining input parameters and
valuing the post-vesting transfer restriction is in line with that
used for options. The fair value of PEP units granted in 2012 wes
determined using the following assumpticns.

Mazi2

PEP CHF awards

Expectad sozal shaeholder retum wolatility {%) 43,00

Enpescted economic profit valatiity (%) 16.00

Pask-free intesest e (%) .09

Enpescted dividend {CHE} 013

Shane price (CHF) 12.76
480
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Mote 30 Interests in subsidiaries and other entities
a) Interasts in subsdiaries

Effective 31 Decemiber 2013, UBS revisad its approach to deter-
minireg its significant subsidiaries to include only those entities
that, sither individually or in aggregate, contribute significantly to
the Group’s finandal position or resulis of operations, based on a
number of oiteria, induding the subsidiaries’ equity and their
contribution to the Group's total assets and profit/(loss) before
tax, in acoordance with the requirements set by IFRS 12, Swiss
regulations and the regulations of the S SEC.

Individually significant subsidiaries as of 31 December 2013

EDINETOOOO
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Individusally significant subsidiaries

The table below lists the Group’s indiidually significant subsidizr-
ies &z of 31 December 2013, Unless otherwise stated, the subsid-
iaries listed below have share capital consisting solely of ondinany
shares, which are held fully by the Group, and the proportion of
owmership interest held = equal to the voting rights held by the
Group. The country where the respective registerad office is lo-
cated s also generally the principal place of business.

oOoOooodn

‘Share capital Equity intenest
Company Regisiered office Primary business divison inmilion scumulated in %
S Americars Inc. \Wilmington, Delarware, LA Imvestment Bask usD 1] Ll
S Bank LA Salt Lake City, Utak, USA  ‘Wealth Masagament Americas UsD oo 1000
S Fnancial Services inc. \Wilmington, Delaware, LBA  Weakh Masagement A=ericas usD 1] 1000
LS Limited Landen, United Eingdom Imvestment Bank GEP 66 100.0
S Securities LLC \Wilmington, Delaware, LA Ivestment Bank UED 1M1 1000

1 Malnly comprised of nan-soing prefened shares hedd oy LES Amerias s

UBS Limited and UBS Americas Inc. are fully held by WBS AG. UBS Bank USA and UBS Fimancial Services Inc. are fully held by UBS
Americas Inc. 30% of UBS Securities LLC is held by UBS AG and 709% by UBS Americas Inc. (after consideration of preferred shares).
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Mote 30 Interests in subsidiaries and other entities (continued)

Cther subsidiaries

The table below lists other subsidiaries that are mot individually significant but contribute to the Group's total assets and aggregated

profit before tax threshiolds and are theraby selected in accordance with the requirements set by the US SEC

Orther subsidiaries as of 31 December 2013

EDINETOOOO

00000000000 0O(E05852)

Share capital Eguity interest
Company Registered offioe Frimary besiness division inmillion  accumulated in %
Topeard Sendce A5 Ghttkugg, Switmeband Fatail & Corporate CHF a2 LTl
LS (rafa) Spa héifan, ltaly UBS Weak® Masagement EUR - uli] 1000
UES (Lemembourgh LA, Lusembourg, Luseshourg UBS Weakt Masagerment CHE 1500 Lot
LUES Allpsrative and Quantitative nvestsents LG ‘Wilmington, Delaware, US4 Global fsset Masagement uso ol 100.0
LS Beteifiguags-GmbH & Co. kG Fraskfert, Geamany UBS Weakt Masagerment EUR L Ll
UBS Card Comter AG Glattkugg, Switmesland Fartail & Composate CHF ol 100.0
UBS Condit Conp. ‘Wilmizgton, Delaware, US4 \Wealth Management Americas UED 1] Ll
UBS Deutschiand AG Fraskdert, Gormany UBS Wealst Masagemes? EUR 1760 1000
UBS Fend Adviser, LLC ‘Wilmizqton, Delaware, US4 \Wealth Management Americas UED 1] Ll
UES Fend Maragement {Swittesland) AG Basel, Switmeskand Global fisset Masagement CHF 1.0 1000
UBS Fend Services (Cayman) Lid Gearge Tows, Cay=an Isfands  Ghobal Asset Masagement LD 58 Ll
UBS Global Asset Masagerment {Americas) Inc ‘Wilmington, Delaware, US& Global fisset Masagement usD o 1000
U Global Asset Masagement {iapas) Ltd Takyo, lapan Global Asset Masagement IR 2.700.0 Ll
UBS Global Asset Masagement (Sizgapare] Lid Singapore, Singapore Global fisset Masagement 560 40 100.0
UBS Loan Finance LLE ‘Wilmizqton, Delawase, US4 Imeestment Bank LD 0.1 Ll
UBS O'Cansor LLC Dowes, Delarware, LISA Global Asset Masagement usD 1.0 100.0
UBS Bwal Estate Secusities inc. ‘Wilmingtan, Dek Uk [ Bank LD T Ll
UBS Besalty lsvestons LLC Boston, Massachusetts, LISA Global fsset Masagemest usD 5.0 100.0
UBS Secwities (Talasd) Lbd Bangknk, Thailand Imeestment Bank THE L1
UBS Secusities Australia Lid Sydney, Austialia Imeestment Bank ALD nat 1000
UBS Securities Canada fac. Taronge, Canada Imvestment Eask CAD (1] LTl
UBS Securities Espafia Sociedad de Vlones 54 Madid, Spain Imvestment Bask EUR 150 1000
UBS Securities india Private Limibed Mu=hai, inda Imvestment Eask INR 1400 Lt}
UBS Securities Japan Co., Lid Tokyo, fapan Imvestment Bank 4] 14.850.0 1000
UBS Securities Pre. Lod. Singapore, Singapose Imvestment Bask 560 A4 Ll
UBS Services LLC ‘Wikmizgton, Delaware, US4 Imvestment Bank ush 1] 1000
UBS Tust Comparry of Puerto Rico Hato Rey, Fuerto Rico \Wealth Management Americas UED ai ot

1 Indases & rominal aTant eating o mdeemable preiteis e
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Mote 30 Interests in subsidiaries and other entities (continued)

Charges in consolidation scope

On 1 Januwary 2013, UBS adopted IFRS 10, resulting in a change in
the consclidation status of certzin entities. Refer to “Notz 1b
Charges in accounting policies, comparability and other adjust-
merts” for an owverview of the effects on total comprehensive in-
come and on the balance sheet. There were no material changes
in the scope of consolidation in 2013.

b} Interests in associates and joint ventunes

As of 31 December 2013 and 31 Decenber 2012, no associate or
joint venture was indwidually material to the Group. In addition,
there were no significant restrictions on the ability of associates or
joint veritures o transfer funds to UES AG or its subsidiaries in the

Imvestrments in associates and joint ventures.

Won-controlling interests

A5 of 31 December 2013 and 31 Decemiber 2012, non-controlling
interests wers not materizl to the Group. In addition, == of thess
dates there were no significant restrictions on UBS's ability to ac-
cess or use the asseis and setile the lizbilities of the Group result-
ing from protedtive rights of non-controlling interests.

= Refer to the "Statement of changes in equity” for mare
information

form of cash dividends or to repay loans or advances made. There
were no quoted market prices for any assodates or joint ventures
of the Group.

CHF milfion HM.12.13 3.12.12
Carrging amount af te Beginning of the year 50 TS
Additions o 4
Disposaks 4] (]
“hane of compreternsive income: 59 12
o wikich: share of net peofit’ 49 -]

o wihich; share of ather mprabersive income? 1o 25
[Diidends recrived (&3} [
Fanzign cersency transiation (4} [LF]
Carryimg amowst 3t the end of the year 842 2]
o wiich; smsociates 815 -]

o wiich: LS Securities G Limied” g L

of which: SIX Groap AG" M7 L

of which: ather anmciafes n 7

o wiich; joint venfwes 27 a0

1 For 2013, corelers of CHF 37 million fom amadanes and OF 12 milban from jaint wenires. Fe 200, comims of O4F 6 mllban frem asacinkes and CHF 12 millizn from ot wevuses. 3 For 20013, cersists of CHF 9wl
lon freim associaies and OF | milizn dom jolrt ventures. R 2013, cersts of O6F 24 million fom aszdmes and CHF | mllbon from ol vertases 3 UBS's asquily Imiest amannts iz 2000 UBS's axuity Inerest

ANt 1 17.3% andd UES I mpssemd on1he Baawd of Dieczm
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Mote 30 Interests in subsidiaries and other entities (continued)

€] Interasts in uneonsolidated structuned entities

During 2013, the Growp sponsored the creation of various struc-
tured entities {SE} and interacted with a number of non-sponscred
SE, including securitization vehicles, diant vehicles as well as cartain
investment funds, which UBS did not consolidate as of 31 Decem-
ber 2013 because it did not control these entities.
= Refer to Mote 1a) 3) for mone information on the nature, purpose,
activities and finandng structure of these entities

Interests in unconsolidated strictured entities

The table below presents the Group interests in and maximuem
exposure to koss from unconsclidated SE as of 31 December
20132, In addition, the total asssts held by the SE in which UBS
had an interest as of 31 December 2013 are provided, except for
investment funds sponsored by third parties, for which the cammy-
ing value of UBSs interest as of 31 December 2013 has been
disclosed.

EiRFAE

Securitlzation Investment Fasimum
CHF million, exepd where indicated wehicles  Client vehides Tunds Total wxposine bo boss!
Trading partfiolio st 3,298 344 5,508 10,350 10,350
Ponithe: replacement walues ] 1] L] 42 a2
Financial szt desigeated at fair value 1247 91 115 1449
Loars 1,878 k] Ll 1244
Financial invesiments aeailable-for-sale 4,000 17 4,086 4,056
Cehee assets 5y L] 58 433
Total assets 5,202 4,758 7,048 17,003
Kegative replacement values 1,283¢ o 1,263 16
Total llabiities 1,263* L] 1,261
Azsets held by the unconsolidated struciured entities
in which U85 had an interest (CHF billion} 250¢ 98" et

1 For purpises of this dliogune, masl ma m esposne 10 0 2T Sonot areider Ty

IR FOr ofier swap IS, no madTum

The Group retains or purchases interests in unconsaolidated 5E in
the form of direct investments, finandng, guarantees, letters of
credit, derivatives and through management contracts.

For retained interests, the Group’s maximum expaosure to boss is
generally equal to the carrying value of the Group's interest in the
SE, with the exception of guarantess, letters of credit and credit
derivatives for which the contracts notional amount, adjusted for
losses slready imcurred, repressnts the maximum loss that the
Group is exposed to. In addition, the current fair value of deriva-
tive swap instruments with a positive replacement value only,
such as total retumn swaps, are presented as UBS's maximum ex-
posure to loss. Risk exposure for these swap instruments could
change ower time with market moverments.

The maximum exposure to loss disdosed in the table above
does not reflect the Group's risk management activities, including
effects from finandal instruments that the Growp may utilize o
economically hedge the risks inherent in the unconsclidated SE
or the risk reducing effects of collateral or other credit enhance-
merts.

ety of oodmieal v other e echoncements. 1 Represens the camging
Igrated a fair value and held ot amorttoe ot The masi e n esposse o ks for sese insaments & equal bo the eoboral amoone. 3 0f the CHF 5.3 billion, CHF 5.0 bilion or 96% was heid by
Mor-ome and Legacy Foriele. 1 Comprised of poedt deteat ssap 0005) labiites an other mop Mabiites The mad mam
ey b sk s eporied. = Exgiely hedd by Corporate Center = Moa-nme
walve of wotal ames. 1§ Repeesenls the net 2sef valve of fae |nvestmen funds sporsoe by UES { 0<F 250 billion) 2nd the cmying

wive o o3 omnTRaTs, both des-
Conporate Center =
to b for 6. b iogsal 2 55 sum of the negative camying value and the notioal

Fortbobe.  © Represents prncipal amount cutwanding. 7 Ropserts the manie:
uunhr-n--mhmmw?nmun_m

In 2013, the Group did not provide support, finandal or
otherwise, fo an unconsolidated struchured entity when the
Group was not confractually cbligated to do =0, nor has the
Group an intention to do so im the future.

In 2013, income earmed from interests in unconsclidated SE
primarily resulted from mark-to-market movemenits recognized in
net frading income as well as fee and commission income re-
ceived from UBS sponsaored funds.

Interests in secuvitization vehickes

As of 31 December 2013, the Group retained interests in seouriti-
zation vehicles related to financing, underwriting, sscondary mar-
ket and derivative trading activities. In some cases the Growp may
bbe required to absorb bosses from an unconsclidated SE before
other parties because the Growps interest is subordinated to oth-
ers in the ownership structure. An overview of the Growp's inter-
ests in unconsolidated securitization wehicles and the relative
ranking and external credit rating of those interests as of 31 De-
cemiber 2013 is preserted in the table on the next page.
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Mote 30 Interests in subsidiaries and other entities (continued)

Interests in unconsolidated securitization vehicles!
H.1213
Beslidential e sal

mortgage- martgage- irther
badkced backed asset-backed Re-securiti-
CHF million, exepdt where indicated securities securities securities? zathan? Todal
Sponsared by UBS
Inteeesks = senior Ssanches. FLY 163 L] 827 845
o which: mted imeestment geade 2r 108 A g
of witich: smted nub-iovesiment grade: 1
o wiich: dlafautted L] I
o wiiclh: mof rafed 1 L] 1
Interests i merzanioe frasches 4 n 2 an n
o wiich: mded inveniment gonde 20 2 ay &1
o wiich: smted nub-investmant grade 4 § o i
o witich: dafacited o L) o 2
Inteests s junior tranches 1] L]
Total i 12 104 BE0 922
o which: Fading partialo soeets F. 4 1% 7 Fil Fing
ofwhich: Loans: 47 LEL) BEE
Total assets held by the vehicles is which UBS had an interest (CHF billion) 1 P 2 4 2
Haot sponscred by UBS
niterests i= senior anches. s 48 1,283 449 1848
off which: mted eesiment gade x5z 575 L2 412 2451
o wihich; ated sub-investment grade 5r 17 148 Er 412
o wiicl: dlefauited 2 3 5
o witicl mof rafed o o o
Interests in mezzanine trasches Fil ] ko] ] 237 1,173
ofwihich: ated imeestment gede 155 22 LLF) 211 aan
off which; mted sub-investment grade b 133 23 25 260
oif wiich: dlafauited 5 o i
offwhich; mof rafed [ 14 14
Intereits in junior franches i3 ] 134 2 4
off which: mted ieesiment gade 57 4 133 184
o wihich; ated sub-investmant grade i 4 1 F. 3
o wiicl: dlefacited o ] 1
o wihich: ok rated " 2 13
Total L] 1,183 1,768 EBE 4,254
offwihich: Frading partfolo soaets e 1,108 FUE] ELL o082
offwhich; Loans [ [ 1,002 180 1,192
Total ssets held by the vehichs in which UBS had an interest (CHE Billion) 103 148 T 27 48
1 This tabde exchzes o th seasfizrion vetides.  : ndies cedt cnd, car and sudeT: ko Inechudes. colateral zad ek cE o
§
s 4
£
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Mote 30 Interests in subsidiaries and other entities (continued)

The numbers outlined in the table on the previous page differ from
the securitization positions presented in the ~Supplemental disclo-
sures required under Basal Il Pillar 3 regulations" section of this
report, primarily dwe to: (i) exchusion from the table above of syn-
thetic securitizations transacted with entities that are not 5E and
transactions in which the Group did not have an interest because
it did not absorb any risk, i} a different measurement basis in
certain cases {e.g.. IFRS camying value within the table above com-
pared with net exposure amount at default for Basel Il Pillar 3
disclosures) and (i) different classification of vehicles viewed as
sponsored by the Group versus sponsored by third parties.
= Refer to Note 1a) items 3) and 12) for more information on
wihen the Group is viewed as the sporsor of an 5E and for the
Group's accounting polices regarding securitization vehides
established by UBS
= Refer to the “Supplemental disclosures required under Basel (11
[Pillar 3 requlations™ section of this report for more information
on securitization exposures

Interests in diant vehicles

As of 31 December 2013, the Group retained interests in client
vehides sponsored by the Group and third parties that relzte to
financing and derivative activities and to hedge structured pro-
duct offerings. Included within thess investments are sacuritios
guaranteed by US government agencies.

Interests in investment fumds

The Group holds interests in a number of imvestment funds, pri-
marily resulting from seed invesiments or to hedge struchured
product offerings. In addition to the interests disdosed in the ta-

ble on the previous page, the Group manages the assets of vari-
ous pooled imvestment funds and receives fees which are based,
in whole or part, on the net asset value of the fund and/for the
performance of the fund. The specific fee structure is determined
lbzsad on various market factors and considers the nature of the
fund, the jurisdiction of incorporation as well as fee schedules
negotiated with clients. These fee contracts represent an interest
in the fund as they align the Group's exposure to investors, pro-
viding a variable return which is based on the perfformance of the
entity. Depending on the structure of the fund, these fees may be
collected directly from the fund assets and for from the investors.
Any amounts due are collected on a regular basis and are gener-
ally backed by the assets of the fund. The Group did mot have any
miaterial exposure to loss from these interests as of 31 December
2013

Sponsored unconsalidated structured entities in which UBS did
not have an interest

For several sponsored SE, no interest was held by the Group as of
31 December 2013. However, during the reporting period the
Group transterred assets, provided services and held instruments
which did niot qualify as an interest with these sponsored SE, and
accondingly earmed income or inourred expenses from these enti-
ties. The table bedow presents the income earned and expenses
incurred directly from these entities during 2013 as well as asset
information. The table does not indude income eamed and ex-
penses incurred from risk management activities, incuding in-
come and expenses from financial imstruments that the Group
may utilize to economically hedge instruments transacted with
the unconsclidated SE.

Sponsored unconsolidated structured entities in which UBS did not have an interest at year end’

Hsiof or for the year eaded
LR FRE]
Secrit]zation Client Investment
CHF million, exepd where indicated vehices wehices s Total
Kt inbarest income i (48] (19} (58]
et fee and commission income B4 64
Kat trading income {271} [ 48] 113 (525)
Total Income {270) [418) 159 (527)
Asset information [CHF billioa) il o 13

1 This table esclades ret

mqmﬁuﬂ:unumq third pasdes. = Represeis intal sty

aiteiabie o prefered noteackdes of CHF 104 millon 2miﬂﬂﬁh-mnhmm“dﬂllﬂlnthi-¢ﬂlmm

syl et et stee of the respective investmert funss

During 2013, the Group primarily eamed fees and incurred net trad-
ing losses from sponsored SE in which UBS did not hold an intenest.
The majority of the fee income arose from imestment funds that are
sponsored and administrated by the Group and managed by third
parties. As the Group does not provide any active management ser-

486

dient velickes. The ertine amount nedabes, oo Zssets ransened by UES. v the

wices, UBS was not exposed to risk from the performance of these
entities and therefore was deemed not to have an intarest in them.

In certain structures, the fees receivable for administrative pur-
jposes may be collected directly from the investors and have there-
fore not been induded in the table above.
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Mote 30 Interests in subsidiaries and other entities (continued)

In addition, the Group incurred net trading losses from mark-
to-market movernents arising primarily from derivatives, such as
interest rate swaps and credit derivatives in which the Group pur-
chases protection, and finandial lisbdities designated at fair value,
which do not gualify as interests because the Group does not
absorb variability from the performance of the entity The met
losses reported do not reflect economic hedges or other mitigat-
ing effects from the Group's risk management activities.

Mote 31 Business combinations
Business combinations in 2013

In 2013, IES completad the acquisition of all voting and owner-
ship interests in Link Imvestimentos, a Brazilian financial services
firm that was integrated into the Investment Bank. The acquisi-
tion cost wes CHF 90 million of whidh CHF 55 million related to
goodwill, CHF 21 million to intangible assets, primarily related to

MNote 32 Changes in organization

Restructurirg charges arise from programs that materially change
either the scope of business undertaken by the Group or the man-
ner in which such business is conducted. Restructuring charges
are mon-recurming, temporary costs that are necessary to effect
such programs and indude items such as severance and other
personnel related charges, duplicate headcount costs, impairment
and accelerated depreciation of assets, contract termination costs,
consulting fees, and related infrastructure and system costs. These
costs are presented in the income statement according to the un-
derlying nature of the expense. As the costs associated with re-
structuring programs are temporary in nature, and in order to
prowide a more thorough wnderstanding of business performance,
such costs are separately presented on the following page.

During 2013, UBS and third parties transferred assets totaling
CHF 3 billion into sponsored securitization and dient vehicles are-
ated in 2013. For sponsored investmant funds, transfers arose
during the period as investors invested and redesmed positions,
therely changing the owerall size of the funds alongside market
movernents, resulting in a total dosing net asset value of CHF
13 billion.

customer relationships, and CHF 14 million o other net assets.
The acquisition costs included a cash payment of CHF 35 million
and deferred consideration of CHF 55 million_

Business combinations in 2012

In 2012, no significant business combinations were completed.

Prior to 2013, restructuring charges were limited to (i) iterms
recognized in the restructuring provision, consisting of severance
and other personinel related items and cnerous lease confracts
and {u) associated asset impairments. The expanded definition of
restruchuring changes better reflects the total economic costs anis-
ing from IBS's restruchuring programs and thus provides better
information regarding the effects of its investment in significant
transformational activities expected to reduce operating costs
upan completion. This change solely affects the presentation of
charges and does not affect the timing of when such charges are
recognized in our operating resulis. The effect of this expanded
definition on all prior periods is not material and thus no amounts
have been restated.
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MNote 32 Changes in organization (continued)

Mt restructuring charges by business division and Corparate Center

For 0 jear ended
CHF milfan M.A213 EIR FRF) EIRFR]
Vieaith Manage=est 178 % B2
‘ieaith Manage=e=t Americas L] n 1]
Retail & Coparse 1 3 12
Global Azset Maragement 41 il il
Imest=ent Bazk 10 m o
Conparate Canter I L1 il
efwhich: Cove Ffanations [} & 15
o wihich: Mewt-core and Legacy Partialio Fil] 5= 14
Total net restructuring charges. T2 m ]
o witich: parsoan esponser 158 e M
cifwitich: ganers and sdminisvative xpanses Squ I! 2y
of which: dasveristinn and impairment af eperty and aquinment [ 14 i
et restructuring charges by personnel expense category
Far e year ended
CHF milfon 311213 NAL2 Az
Salaries &5 i n
‘vanizhbe comp peerii awards (15} 115 54
‘Varishle comperation — other o] M7 132
‘Contracion 3 ] o
Social security 8 i ] n
Pension and ather postemgloyment benefit plass ] (56 m
‘fiealth Managespat Americe: Fisancal advisor compemation L] ] (1
{rhes pesonnel expenses. 3 ] [
Total net restructuring changes: personnel expenses 156 15 i1
Met restructuring charges by general and administrative expense categary
For the year ended
CHF milfan 34213 AL AR
Oerupany 5 L] (1]
Fert and =ai v of IT and other equiz # 4 i
Ad=isistration 2 ] 1]
Traed annd entertainmens 4 ] i}
Profesional fees T 1 1
(Cutsoencing of IT asd other senvices L] ] i}
et 364 1] 92
Total nef restructuring chanrges: general and administrative expentes 2] (1] a3

| Malnly comprised of oneos real esale kase (iROS.
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Mote 33 Operating lease commitments

A5 of 31 December 2013, UBS was cbligated under a number of
nor-cancellable operating leases for premises and equipment
used primarily for banking purposes. The significant premises
leases wsually indude renewzl options and escalation clauses in
line with general office rental markst conditions, a5 well as rent
adjusiments based on price indices. However, the lease agres-

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

The minimum commitments for mon-cancellable leases of
premisss and equipment are presented as follows.

CHF milfan 31213
Expenses for operating leases fo be recognired Inc

4 7
s L]
6 583
7 LLE]
e 464
Hi5 and thersfber 1,318
Subsotal commitments for minisum payments inder operating leases 5330
Less: Sehleasa rental income i 303
et commitments for minimam payments under operating leases 4,947
CHF million iR FRE 0212 naan
Gross aparating lease expense recogaized in the income statement M2 BED aIr
Sublease rentadl ncome M & Ba
Net operating lease expense recognized in the income statement e e 754
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Financial information
Motes to the consolidated finandal statements

Mote 34 Related parties

UBS defines related parties &= assodates (entities whidh are sig-
nificantly irfluerced by UBS), post-employment benefit plans for
the banefit of UBS employees, key management personinel, dose
family members of key management perscninel and entities which

a) Remuneration of key management personnel

EDINETOOOO

00000000000 0O(E05852)

are, directly or indirectly, controlled or jointly controlled by key
management personnel or their dose family members. Key
management personnel is defined as members of the Board of
Directors (Bol) and Growp Executive Board (GEE).

The non-independent memibers of the BoD have top management employment contracts and receive pension bemefits upon refire-
ment. Total remuneration of the non-independent members of the BoD and GEE members, induding those who stepped down during

2013, is provided in the table below.

Remuneration of key management personnel
CHF millan

Base salaries and other cash pap=enix

Incentive: awards — cach’

Armual iscessive award ender DCCPF

Employer's contrit o Eesefit plans
Benefits in kind, frisge benefits (a1 market walueh
Equity-tased compensation”

Total

LW FRE | Hnaraz Az
13 n ki |
10 o Fri

13 H

2 1

2 1

H g2

8 76

o
1
1
3
il
1 Inchudes immesdiaie and deferves sy :B]lmuhd‘unpldk.ﬂnd:pthIdimdm-m_dmhlpuhmhrdmﬂw_pﬂ-‘nﬂ*

comprised of EOP asands. in 3011, equity-based czmpensmtion included FEP and SEEOP asands, as well s Blocbed shares due o appiicabis UK Fii

The independent members of the BoD do not have employment ar service contracks with UBS, and thus are not entitled to benefits
upon termination of thear service on the BoD. Payments to these individuals for their services as external board members amounted to
CHIF 7.6 million in 2013, CHF 7.6 million in 2012 and CHF 7.0 million in 201 1.

b} Equity haldings of key management pertonnel

Kumber of stk epticns fiom equiy paricipatins plass hald by non-izdependent manbers of the BeD and the GER menbers!

Mumber of shanes Beld by members of e Bol), GEE and paries cosely linked o them?

LIRFRE
2885801
1,951, 869

.24z
EREE
4 557,522

1 Fafier o “Mote 25 Equkty pamiopation a2 of ter compere ation plans” for mowe imlomasion.  » Esrtetes shans granied ender sriable conpenaten plres wi forfeiue provsionm.

Of the share totals above, 5,597 shares were held by dase family
members of keay management personnel on 21 Decernber 2013
and 31 December 2012, respectively. No shares were held by enti-
ties that are directly or indirecty controlled or jointly controlled by
key management personnel or their dose family members on

31 December 2013 and 31 December 2012. Refer to "Note 29
Equity partidpation and other compensation plars™ for more in-
formation. As of 31 December 2013, no member of the BoD or
GEBR was the benefidal owner of more than 1% of UBS AGS
shiares.
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MNote 34 Related parties (continued)
] Loans, sdvances and mortgages to key managemant personnel

Mem-independent members of the BoD and GEE members have
been granted lcans, fised advances and morigages on the same
terms and conditions that are available to other employees, whidh
are based on terms and conditions granted to third parties but are

Loans, advanoes and morigages to key management personnel®

EDINETOOOO
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adjusted for differing credit risk. Independent BoD members are
granted loans and mortgages under general market conditions.

Mowements in the loan, advances and mortgage balances are
as follows.

CHF milfion 013 ik
Balance at the beginning of e year 14 19
Additions ) 5
Reductinn [} (k]
Balance at the end of e ypear 20 19

141 o e secunesd baans, eomept for OFF 311,308 In 2012

o) Other related party transactions with entities controdled by key management personnel

During 2013 and 2012, UBS entered into transactions at arm's
length with entities which are directly or indirectly controlled or
jointhy controlled by UBS's key management personnel or their
close family members. In 2013, these entities induded H21 Macoro

Other rélated party trafnsactions
CHF milifion

Balance at the beginning of e year
Additions

Redectione

Balance at the end of e year

Fund Lid {Cayman Islands), DKSH Holding Lid. (Switzerland) and
Irmimio Hewdarf AG (Switzerland). In 2012, these entities included
H21 Maoo Furd Ltd (Cayman Islands) and Immo Heudort AG
{Switzerland).

013
1

2012
11

10 i

| Compised of bas
Crther transactions with these related parties indude:
CHF milfan

Goods sold and services. provided 1o UBS
Fees received for sarvices provided by UBS

013 2012
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Financial information
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Mote 34 Related parties (continued)

) Transactions with associates and joint ventures
All transactions with associates and joint ventures are conducted at arm’s lemgthe

Loans and outstanding receivables to assodates and joint ventures

CHE milfion 2013 012
Balance at the beginning of e year 450 m
hdditions | Bi
Reductine (163) (E¥]
Fareign corency translation o i
Balance at the end of e pesr a8 £50

o wiich: wnspeumed dnan 1] 78

o which: fwances v cred® basres 1 1

Cther transactions with associates and joint ventures transacted at arm's length.

s of or for the year anded
CHF milfon M.1213 302102
Paymients 1o assodates and join? veniures for goods and services received 163 12
Fees receied for services provided o associates and joist venunes. 2 1]
‘Commitments and contisgent lishilities 1o associates and joint vesteres 2 -]

Refer to “Maote 30 Interests in subsidiaries and cther entities™ for an overview of investments in assodates and joint vertures.

i Additional information

UBS may also engage in trading and risk management activities  UBS i also a market-maker in egquity and debt instruments and at
{e-g., swaps, options and forwards) with related parties. These times may hold positions in instruments of related parties. Thes=
transactions may give rise to credit: risk either for UBS or for are-  transactions are generally entered into at armi’s length terms.
lated party towards UBS. As part of its normal cowrse of business,
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Mote 35 Invested assets and net new money

Invested ssats

Invested assets include all client assets managed by or depositad
with UBS for investment purposes. Invested assets indude man-
=aged furd assets, managed institutional assets, discretionary and
advisory wealth management portfolios, fidudary deposits, time
deposits, savings acoounts and wealth management: securities or
brokerage accounts. All assets held for purely transactional pur-
poses and custody-only assets, including corporate dient assets
held for cash management and transactionsl purposes, are ex-
duded from invested assets as the Group only administers the
assets and does not offer advice on how the assets should be in-
vested. Also excluded are non-bankable zssets {e.g., art collec-
tions} and depaosits from third-party banks for funding or trading
purposes.

Discrefionary assets are defined as dient assets that UBS de-
cides how to invest. Other invested assels are those where the
dient ultimately decides how the assets are imvested. When a
single product is created in one business division and sold in an-
other, it is counted in both the business division that manages the
imvestrment and the one that distributes it. This results in double
counting within UBS total invested assets, as both business divi-
sions are providing a service indapendently to their respective di-
ents, and both 2dd value and generate revenue.

EDINETOOOO
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MNet new money

Net mevw money in a reporting pericd is the amount of invested
assets that are entrusted to LBS by new and existing dients, less
those withdrawn by existing dients and dients who terminated
their relationship with LES.

et mew money is cabculated using the direct method, under
which inflows and cutflows to/from invested assets are deter-
mined at the dient level based on transactions. Interest and divi-
dend income from invested assets are not counted as net new
money inflows. Market and currency movermnents as well as fees,
commissions and interest on loans charged are excluded from net
new money, as are the effedts resulting from any acquisition or
divestment of a UBS subsidiary or business. Redassifications be-
tween invested assels and custody-anly assets 2= a result of a
change in the service level delivered are generally freated as net
new money flows. However, where such change in service level
directly resulis from a new, exernally imposed regulstion, the
one-time net effect of the implementation is reported as am assat
reclassification withowt net new money impact.

The Imestment Bank does niot frack invested assets and net
new money. However, when a client is transferred from the In-
vestment Bank to another business division, this produces net
new maney even though dient assets were already with LIBS. Met
riew money resulting from such transfers between business divi-
sions was 2ero in 2013 and 2012

For the year ended
CHF bilion H.i213 3.12.12
Fund assets managed by LBS 144 m
Disretionary ansets Tid 2]
(Cehes invessed assets. 1,432 1,125
Total Invested assets (double counts incuded) 1350 110
ofwiich: double coust 156 172
of wihich: scguisitions (dfvertments) (B8} (18
Ret new money (double counts incleded) 323 ErL]
493
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Mote 36 Currency translation rates

The following table shows the rates of the main currendes used to translate the financial information of our foreign operations into
Swiss framcs.

Spoll rate Berage rate!
Bs of ‘Wear ended

31212 11212 311213 ELRFRE 021

1.11
1 Mznithly income staement kens o fonegn apeasons with a functiona | omency ofher than Swis {anc are mnsaied wih mentvend @ies mo Ssie fanc Dsdeed ﬂnhlpﬂ'r‘.nﬂ'd
hnﬁmmﬂ Indid Eadags

mwelre momheend @oes, arwding o the imoome and eperes volunes of all owign cpertions of Te Groag with te Qe faroieral coneagy IWEEE QlES

diwkizrs may deviabe foom 1he weighoed avemge mies for te Group

Mote 37 Events after the reporting period

There have been no material events after the reporting period which wiould require disclosure in or adjustment to the 31 Decem-
ber 2013 Finandial Statements.
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Mote 3B Swiss GAAP requirements

The consclidated Finamcial Staterments of UBS are prepared in ac-
cordance with International Financial Reparting Standards {IFRS).
The Swiss Financial Market Supenisory Authority (FINRAS) re-
quires banks which present their finandal statements under IFRS
to provide a narrative explanation of the main differences be-
tween IFRS and Swiss GAAP (AMMA Circular 2008/2 and the
Banking Ordinance). Induded in this note are the significant dif-
ferences in regard to recognition and measurement between IFRS
and the provisions of the Banking Ordinance and the guidelines
of the FINBA governing financial statement reporting pursuant
to Article 23 through Artide 27 of the Banking Ordinance. The
differences cutlimed in points two through nine also apply to the
Parent Bank statutory accounts. Refer to Parent Bank finandal
statements “Mote 2 Accounting policies, ©f Accounting policies
to be adopted in the future” for an oullock on the expected
Swiss GAAR revision.

1. Consolidation

Under IFRS, all entities which are controlled by the Group are con-
solidated.

Under Swiss GAAPR only enfities that are active in the field of
banking and finance and real estate entities are sulbject to con-
solidation. Entities which are held termporarily are generally re-
conded as financial investments.

2. Financial investments available-for-sale

Under IFRS, financial imestments available-for-sale are carried at
fair value. Changes in fair value are recorded directly in equity
until an imvestment is sold, collected or otherwise disposed of, or
until an investment is determined to be impaired. At the time an
available-for-sale investment is determined to be impaired, the
curnullative unrealized loss previously recognized in equity is in-
duded in net profit or loss for the period. On disposal of a finan-
dial investment available-forsale, the cumulative unrecognized
gain or loss previowsly recognized in equity is recognized in the
income staterment.

Urder Swiss GAAPR dassification and messurement of finan-
cial imvestments available-for-sale depends on the nature of the
investment. Equity instruments with no parmanent holding in-
tent and debt instruments are dassified as Finandal imestments
and measured at lower of (amortized) cost or market. Rarket
value adjustments up to the original cost amount and realized
gains or losses upon disposal of the investment are recorded in
the income statement as Other income from ordinary activities.
Equity instruments with a permanent holding intent are dassified
&5 participations in Investments in subsidiaries and other partici-
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00000000000 0O(E05852)

jpations and measured at cost less impairment. Impairment losses
are recorded in the income statement as Impairment of invest-
ments in subsidiaries and other participations. Reversal of impair-
menits up to the ariginal cost amount as well as realized gains or
losses upon disposal of the investment are recorded a5 Extracndi-

nary income/ Extracrdinary expenses in the income statement.
3. Cash flow hedges

The Group designates derivative instruments in cash flow hedge
accounting relationships. Under IFRS, when hedge acoounting =
applied, the fair value gain or loss on the effective portion of the
derivative designated as a cash flow hedge is recognized in equity.
When the hedged cash flows materialize, the accumulated unrec-
ognized gain or loss i reclassified toincome.

Under Swiss GAAP the effective portion of the fair value
change of the derivative instrument wsad to hedge cash flow ex-
jposures is deferred on the balance sheet as Other assets or Other
lizhilities. The deferred amounts are relzased to income when the
hedged cash flows materialize.

4. Fair value option

Under IFRS, the Group applies the fair value option to certain
finamcial assets and financial liabilities not held for trading. In-
struments for which the fair value option is applied are account-
ed for at fair value with changes in fair value reflected in Net
trading income. The fair value option is applied pamarily to
structured debt imstruments, certain non-structured debt instru-
ments, structured reverse repurchase and repurchase agree-
ments and securities barrowing agreements, certain structured
and non-structured loans as well as loan commitments.

Under Swiss GAAP the fair value option can only be applied to
structured products issued that corsist of a debt host contract
and an embedded derivativels) that requires bifurcation. Changes
in fair value attributable to changes in own credit are not recog-
nized in the income staternant.

5. Goodwill and intangible assets

Under IFRS, goodwill acquired in & business combination is not
amortized but tested annually for impairment. Intangible assets
acquired in a business combination with am indefinite usaful lif2
are also niot amortized but tested annually for impairment.

Under Swiss GAAR goodwill and intangible assets with indefi-
nite useful lives are amortized over a period not excesding five
years, unless a longer useful life, which may not exceed twenty
years, can be justified.
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Financial information
Motes to the consolidated finandal statements

Mote 38 Swiss GAAP requirements (continued)
6. Pension funds

Swiss GAAP permits the use of IFRS or Swiss accounting standards
for pension furds, with the election made on a plan by plan basis.

UBS applies IFRS (A5 19) for its non-Swiss defined benefit
plans and Swiss accounting standards {Swiss GAAP FER 16, “FER
16"} for the Swiss pension plan in the Parent Bank. The requare-
ments of FER 16 are better aligned with the specific nature of
Swiss pension plans, which are hybrid in that they combine ele-
ments of defined contribution and defined benefit plans, but are
treated as defined benefit plans undar IFRS. The financial state-
ments of the Swiss pension plan are prepared in accordance with
Swiss GAAP FER 26 (*FER 28"). Key differences bebween FER
16/26 and 145 13 relate to the treatment of future salary increas-
es, which are not considered under FER 16/26, and the determi-
nation of the discount rate.

For defined benefit plans, IFRS requires the full defined benefit
obligation net of the plan assets to be recorded on the balamce
shest, with changes resulting from remeasurements recognized
directly in equity. For plans for which IFRS is elected, Swiss GAAP
requires that changes due to remeasurements are recognized in
the income statement.

Swiss accounting stamdards reguire that employer contribu-
ticns to the pension fund are recognized as personnel expenses in
the income staterment. Further, FER 16 requires an assessment as
to whether, based on the finandal statements of the pension fund
prepared in accordance with Swiss accownting standards (FER 26],
an economic benefit or obligation for the employer arises from
the pension fund and is recognized in the balance sheet when
conditions are met. Conditions for recording a pension asset or
liability would be met if, for examiple, an employer contribution
reserve is available or the employer is required to contributs to the
reduction of a pension deficit {on an FER 26 basis).

EDINETOOOO
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7. Netting of replacement values

Under IFRS, replacement values are reported on a gross basis un-
less certain restrictive requirements are met. Under Swiss GAAR,
replacement values and the related cash collateral are reported on
a net basis, prowvided the master netting and the related collateral
agreements are legally enforceable.

8. Restructuring provisions

Under Swiss GAAP a provision for restruchuring costs is recog-
nized when a detailed formal plan is approved by the governing
body responsible for the overall direction, supervision and control
of the entity. For IFRS, in addition to a detailed formal plan for the
restructurning, a provision for restructuring costs is recognized anly
when the entity also has raised a valid expectation in those af-
fected that it will carmy out the restructuring by starting to imple-
meent the plam or announdng its main features to those affected
by it Therefore, the recognition of a provision for restruchuring
miay occur earlier under Swiss GAAP than under IFRS.

Furthermiore under Swiss GAAPR the restructuring provision in-
cludes all costs that are directly related to the restructuring mea-
sures and that are not associsted with the ongoing ordinary ac-
tivities of the entity, whereas under IFRS, costs assodated with the
ongaing activities of the entity must not be induded in the provi-
sion. Swiss GAAP results in a wider scope of charges being eligible
for indusion in the restructuring provision than [FRS.

9. Extraordinary income and expense
Certain items of mon-recurring and non-cperating ncome and ex-

ppense are classified as extraordinary items under Swiss GAAP This
distinction is not available under IFRS.
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MNote 39 Supplemental guarantor information reguired under SEC regulations

Guarantee of PaineWebber securities

Following the acquisition of Paine Webber Group Inc. (Pains\ieb-
ber), UBS AG entered into a full and unconditional guarantee
of the sanior notes, the subordinated notes and the trust pre-
ferred securities (“Debt Securities”) of PaineWWebber. Prior to the
acquisition, Paine\Webber was an SEC registrant. Upon acquisi-
ticn, PainelWebber was merged into UBS Americas Inc., a wholhy-
owned subsidiary of UBS AG.

Under the guarantes, if UBS Americas Inc. fails to make any
timely payment under the Debt Securities agreements, the hold-

Supplemental guarantor consolidated income statement

ers of the Debt Securities or the Debt Securities trustee may de-
mand payment from UBS AG without first proceeding against
UBS Americas Inc. UBS AG' obligations under the subordinated
note guarantes are subordinated to the prior payment in full
of the deposit liabilities of UBS AG and all other lisbilities of
UBS AG.

The nformation presented in this note & prepared in acoor-
danece with IFRS and should ke read in conjunction with the con-
salidated financial statements of UBS of whidh this information =
a part.

CHF millian UBS AG ues Other  Consolidating
Far e year ended 11 Decembes 1013 (Paremt Bank}'  Americasint.  subsidiaries entries UBS Group
Operating Incame

teest income 11,308 1,984 1,204 1,288) 13,137

ierest pxzenan (7,008) {895) =3} 1,389 [7.381)
Met inberest indmme 431 1,250 s 0 5,786

Crudit boss fespense) recovery {14) 23 (1 0 (80
Met inberest income sfter credit lom mopesse 4207 1,297 m 0 5,736

Wet fee and commizzion izcome 6428 6,781 1,070 0 16,207

Met rading incmme 4,952 e 159 0 5,130

hcome from schudianie w3 o 0 [2a3) 0

oo income 1,072 e e} 0 580

Tatal operating income 16,502 8,833 2,600 (283} nm

Operating expenses

Persan=al expereas 2,009 5584 1,480 0 15,182

Gereral and adminstrative epesacs 1,059 1,384 1,058 0 #,380

Iteprecialion and impaitmest of property and eupment i 1m 107 0 816

A jon end imeaiemest of istanghle 2se 3 & 17 0 e

Total operaling expenses 12,638 9,141 2,881 0 4,461

Operating proflt kess) hefore tax 3,043 {207) (=1) [283) 1272
Tan exponsed (beacts) 557 1837) 261 0 (110)
Met profitdiloss) 1,376 530 (242} [283) 2,301

Mt profitfiloes) atribusshle in preferred noteholders 204 [ 0 0 204
Met profitfiloes) atribussble 1o mon-costeoiling infesests o [ 5 0 5
Het profit! loss) attributable Lo UBS shareholders 1172 530 (347} (283} 11712

r—— e

Ly s

wTh Sl GAAT IES AT [Faser ﬂ'ﬂmmmi Inacoasdance whth Swhis GARP was OF 2, 753 mll b Rk o the UBS &G {Rarent
| ke IFFE.

108 :
Eank] i 1 I this colvma st 5 3 bask for

AT
¥ ¥
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Financial information
Motes to the consolidated finandal statements

MNote 39 Supplemental guarantor information reguired under SEC regulations (continued)

Supplemental guarantor contolidated balance sheet
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CHF millizn UBS &G uEs ‘Other Consolidating
A5 of 31 December 2013 {(Parent Bank)'  Amercas Inc. subsidiaries enfries UES Group
Agzats
Cash and Baknces with contsal Banis 69,808 893 2,178 o 0,878
D from basks 27877 7008 13,508 {1,342 17170
Cash ellateral o socurities bamaned 28,304 33,385 2,087 {36,280 27488
Reverse repuschase agreements 71,847 28, TEY 47112 {81,583} 91,5683
Trading partiolo st a.757 7848 27,154 {49851} 11X 848

cifwhick: asvots pledired as collatosal which evap be scld

v repleciged by coumterpahis 44,602 1482 1,852 {5, 863) 42,448
Ponitivs replacement values 242,562 8,219 55,282 {64,248} 245835
Cazh ool | receivablies on derneaties i 23,834 8,530 19,577 {3, T4} 00T
Finascial assets desigeantnd at fair value 8518 1,880 3,257 14,282) 7.364
lLoars I B18 56, 07 15,351 {19, 845} Pl
Finandal isvesimesss aszilable-for-sae 50,004 4,189 5343 L] 59,525
Imessments in subeidaries and awociztes e 1 1 {as,338p 842
Property and equizment 5143 Aoy LTl 0 £.006
{oodwill and intanghle st 334 4, 508 1,081 [} 8,203
Deformed tan asiets 4,946 3658 241 o 8845
Ceher assets 13,508 13T 2047 {2 EDE) stk
Total assets Sid A% 199,528 239112 {373,737} 1, 09, 860
Liabaities
Due fo banks 29,908 38,448 4,768 (71,342 12,862
Cach collstoral o socuriies lent 23803 18,261 2,698 {34,200} 5401
Reperchase agreements 10,039 19,333 48,402 {81,963} 13811
Trading santiokic Fatifes 2,142 5803 5,480 4£17) 26808
Megatier replacement wloes 235,870 ams BOE13 {84, 248} %5953
Cazh ool | payables on denvative i 38,848 & 141 15574 {3, T} 45,138
Finandal Fabilses designaied at fair value 67,912 440 B, 0d 4,538} 53,901
D 10 cestomens 548 248 41,009 43,245 {19, 845} T 828
Debt issund AT0 M1 2,866 91} 81,506
Provisions 1,638 Lk ] ey [} 2aM
Orheer iabilities 8, 16,244 20,548 2, B96) 82377
Total llabilitie: 01,742 157,058 218,488 {307 402} 955 028
Equity attributable to UBS shareholders 91,222 2,53 20,585 {86,335} 48002
Saquity atiribetable 10 prefemed sabetalders 1892 8 o 0 1803
Equity atiribetable 1o nan-costreling interests o [ 4 o i
Total equity 93 118 258 20,5808 [{:L kL 45935
'lﬂhl Ilmlﬂw 9bd 58 159,528 239,112 {373,737} 1, 09, 860

dp;nhl-dhlﬂmhmﬂ GAAP. UES AG {Faent Bank) intal swets ard il equky as of 31 Decewber 2013 In accodance with Swiss GRAF were
ul'llil'l?-l-

-ﬂr-dﬂr-

d grecs s table v
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MNote 39 Supplemental guarantor information reguired under SEC regulations (continued)

Supplemental guarantor consolidated statement of cash flows

HF milfon MBS A L1111 Other

For the year ended 11 Decsmber 2013 [Parent Bank)®  Americas inc. subsidlaries UES Group

Het cash flow fram/(used in) operating sciivities 95,485 8,158) 7018 po kLY

Cash flow from ! {used in) investing scthvities

Purchase of subsidia Sates a=d intangible assets (a8 L] o {49y
[Disposal of subsidiaries, m=ocistes and intangible ssets” 1% L] o 138

Purchase of property aed equipmend {1,002) {160} 4 [1.236)
Disposal of property and squipment 545 L] L1 619

it {7 i di of fisandal i Fezilable-forza TS 8,078 [BE1) 5966

et cash flow fram /(used in) investing scthities 5 5,502 (E15) 5457

Cash flow from/{used in} finanding activitles

Kot short-ten= debt Esued repaid) 11,400) 0 {2, 200) (4.290)
Mt movements. i neasury shares and own eqeity derivative activity {341) L] o (341
Inciease in shane capital 1 L] o 1

Dividends paid om RS shares {584) L] o {564y
Exuance of lang-term debn, induding fnascial Fabilities designaied at fair walue 17,442 L] 513 0

Repayment of losg-term deta, indluding financial Rabilities designated at fair valee (65, 113) (dBE) 3358 (&2 954)
[vidends paid and repay=en bk of prefonsed notes 1415 L] o [1.415)
et changes of non-controling interts [} 1] i3] (8]
it activity i isvesiments in subsidisries 12 11 (EL1] o

Het cash flow from/ (used in} finanding activitles (41,377 (408) 5. TM) {47, 555)
[Effects of emckange rate dfferences on ceh and cash aquivaleats [2,330) {207) (185} [2,702)
Het increase/ (decrease) in cash and cash equivalents 12,112 {2,550} 61 9,524

Cazh and cash equivalents &t the beginning of the year 1,858 14,375 12578 5,108

Cash and cash equivalents af the end of the year BT 11,425 13237 108 632

Cash and cash equivalents comprise:

Lach and babinoes with oestol banis B, i 8853 Xm 80870

Maney market paper’ 4,20 F- | kL 4288

Due from basks® 9,908 2,503 11,024 X1 468

Total B1.9T0 11,425 12237 10,6324
vt vt m""’::ﬂ':ﬂ Wmﬂtfwmmﬁﬁﬂéﬂh“m‘:mﬂ ke et o e s
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Motes to the consolidated finandal statements

MNote 39 Supplemental guarantor information reguired under SEC regulations (continued)

Supplemental guarantor consolidated income statement

CHE million UBS AG T Other  Comsolidatiog
For e year ensed 31 Decerbes 1012 {Farert Bank)l'  Ascricas bnc. subsidaries antries LES Group
Operating incame

lesest income 12,778 27M 1882 (2,085} 15,968
Rl st secas 5,295) 1,152 (1,507) 208 {5,950
Wt intesest income 1882 1622 s 0 5078
‘Creit sz {eapense) recory i {1 1 ] {11
St intesest income after aredt loss eopese 1,974 1,510 s 0 5,860
Wt fee and commission iscome 501 6,321 3,130 ] 15,208
Mt rading incame 3,118 % 157 ] 1,526
zo=e from schsdisries [@,981) a 0 ET- 0
e inzome 1,548 8 {1,687) ] 841
Total sperating income 10,590 8076 1,576 1581 5413
Operating expenses

Persancel meperes 1,602 5,360 1,608 ] 14,737
Gemeral and admiristrative expesses 4843 2618 138 ] 8,553
Depresialion and impairmest of property a=d equpment 501 04 4 o &
impaicme= of gocdmil 12 2,060 156 ] 1,030
A ian and impair=eet of istanghle 2t 1 [ 0 ] 108
Total operating expenses 12,882 11,034 333 0 2,218
Operating proflti (lass) hefare tax 2,254 (2,158) 11.363) ] 1,794
Tax expenze  (Eesch] [ 55 290 0 251
Kt profit (o) [2,260) (2,323) (1.653) L [2,255)
Wt profiti o) atiributable 1o prefersed neteholders 220 ] 0 0 1
Mot profit ) aliribushle In son-costsolling inlesests @ a 5 ] 5
et profiti{loss) attributable Lo UBS shareholders [2,480) (2,323) {1,658) 1581 2,850
1 UES A (Parert Zank) prepares ks sudiied faardal I ance whh Sl GAAR Amounts p 1 I this colymn serve 2 & bass for prepariag Gaouz 1 uncer IFFS.
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MNote 39 Supplemental guarantor information reguired under SEC regulations (continued)

Supplemental guarantor contolidated balance sheet

CHF milfion UBS AG ves Othes Consalidating
A of 31 December 2012 (Farent Bank)' Americas Inc. subsidaries eniries. UBS Groep:
Adsets
Cash and balances with aetsal Banks 54,192 11,395 7986 o 66,383
[Due fram basks 15,107 T.845 (e (R4, 8543 .
Cash collateral on securities bomowed 35,742 B2 3,128 [F6.6TH 372
Reversa repuschase agreements. 108,197 60,859 58,962 S48 130,41
Trading partfiolic asets 117,237 2,172 29006 {1578 160,564

of wihich: amseis pledied as collatoral which may be rold

or repledged By counderpacties 47228 5467 2,468 (10,4600 44,858
Ponsithwe: replacement walues 16,098 5,695 128,548 (131, 78%) 418,957
Cash collateral reooivables on deri i 32,740 4,045 533 34,03y 30,413
Finandal ansets desigeated at fair value 007 3097 4450 {5458 9,106
Loares 908 3563 10,252 [48,053) 19501
Finandal isvesiments awilable-for-sale 51,081 10,488 4708 o 66,230
Imest=ents in subsidiaries and azvociates B4807" 4 1 (63,9537 A
Propersy and equipment 5,034 593 £ o 6,004
Goodwill and intanghle ses VL] 5118 1003 ] 6461
[Defemed tan anets 5132 A4z 368 o 8,143
Oehes assets 0,024 T2 1,730 (R ] 7,244
Total assets 1,213,726 214,835 341,868 (590,633 1,259,797
Labdities
[Due 1o banks 54,795 5,014 6,680 (B4 464) 304
Cash collateral on securities lent 18,704 25 A1060 (36,675 5.103
Reperchase agroements 24,580 51,057 57,837 [Sa.8TT) 38,557
Trading partiolic Fabilses 3,005 1253 6,580 16600 34, M7
Kegatiee replacement valees 391,863 5,858 129,325 (131, 78%) 355, 60
Canh collateral payables on derivative i 58,650 10,507 36354 34,103y T, 148
Finandal Fabilsies designated at fair value 88,775 588 8132 15,554 51,901
[Due 1o cestomens 330,211 &5, W7 £,133 [48,053) 1734858
[Debt issund 56,906 153 5,966 (£ 104837
Provisions 1,168 1,023 7 o kR
Crhes liakilities 29,256 0,487 13,850 13,122 86,523
Total llakilities 1,122,924 212,801 121,653 (446,682 1280657
Equity atiribatable to UBS shareholders. a7,693 2032 20,1714 [63,251) 45549
Equity attribetable to prefemed sobebold ERL ] 1} (] o 3108
Equity attribetable 1o non-costreling intenests. ] ] 42 o 47
Tatal equity 50,8027 1034 2016 (63,9517 48,100
Total llabiities and equity 1,213,726 214,835 341,869 (510,633 1,259,797
|qnmﬁ;ﬂmhﬁfmlumﬁummq‘mmtmﬂhum-mu-ﬁhmmnﬂmmm = Imesmeris in

Ll grees [n ik table it equity 7
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Financial information
Motes to the consolidated finandal statements

MNote 39 Supplemental guarantor information reguired under SEC regulations (continued)

Supplemental guarantor contolidated statement of cath flows
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CHE million RS AG {Pavent s e

For e year ensed 31 Decerbes 1012 Backl”  Amesicas e subsidiaries LB Grosp
et cash flow fram {{used in] operating activities 5791 10,755 7,075 87,160
Cash flow from /jused in) investing sciivities

Purchase of subsidiacy iales and intangibe assek (11} 0 0 i)
Dispsal o subsidiaries, amociates and istangible sses 4 [} ] 4
Purchazs of piogerty aed equipment faa) {1ag) 5 i1,118)
Dispsal of praperty and equipment 194 5 3 n2
Het f in)i d of fisandal i awailable-for-sale 112.429) (a0} {7y {13,994
Rt cash flow fram/ fused in} investing activities {13,082} 265 (] (14,8739)
Eash flow from /{used in) linancing activile

Wt shartter= debit Esued fresaid) 126,177 [} 11,7900 (21,967)
Mot mavemens is essury shares and nwn equity derivabve acivily 11,150} 0 ] {1,159
Diidends paid om UBS shares (279 [} ] ()
ksuance of lang-ler= debt, incuding fnascial Fabiltics designated at fair value 5,005 575 5430 55,850
Repayment o [osg-2em det, including financial likiities dessgnased at fair valee 501} (23 14254 {54,299)
Diedends paid and sepay=enks of greloreed notes (21 0 ] {221)
Wt canges of non-enircling iserests ] [} (18 {18
Mt activily in isvestmenss in subsdisries (2,600} (=2 2650 0
et cash flow fram/{used in} Hinancing activitles 120531} 452 LT {28, 110)
Effpcts of exctange rabe dlferences on ceh and cash eqeivalests {200} (353 [EF] 1)
et increase! (decrease) in cash and cash equivalents 5377 2530 11,808 13,500
Cazh and cash eqeivalents a1 the begnring of the yesr 6,401 PE 14753 05 60
Cash and cash equivalents at the end of the year 71,858 14,266 12585 59,108
Eash and cash equivalents comprise:

Cach and Babareces with ep=teal Bariks 54,102 11,355 15 66,12
Waney market paper’ 477 a7 56 4
D fram Basks 13,287 2804 12,123 28,44
Tatal 71,858 14,266 12,505 59, i’
il ) s e s i i s it B e ety A o s s e APt et o oy
shiet urcer Dt from Sanks are Cash Zerhath  CHE 10,109 mellkas o cash an Cach egubsclerts ware restricies,
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MNote 39 Supplemental guarantor information reguired under SEC regulations (continued)

Supplemental guarantor consolidated intome statement

CHF milfon UBS AG LBs Other Comelidating

For the year ended 31 December 2011 (Farent Bank)' Americas Inc. sulsidavies enlries URE Groep

Operating incame

Imterest income 15,31 2510 25962 {3.203) 17,969

intosest expesse (10854 01,302) (2391) 3309 {51,143

et inberest income 4457 1,808 561 ] GG

Credit boss (espensed {recovery (98) 18 ] 0 4

et inberest income after credit b expense 4,361 1,826 555 ] 6,742

Mt fer and commission: iscome 6,351 5757 21128 ] 15,236

et rading income 4,155 81} 8 1] 4,343

ncom=e from sehsdisnes &7 (1] L] &7} (1]

{rhe income 1427 128 (6] ] 1,467

Total operaling Income 16,972 B230 13 77} 1.ma

Dperating expenses

Perwnnel expermes BTT2 51 1683 ] 15,634

‘General and adminstrative cipesses 2577 F¥ L] 1069 (1] 5559

Deprecalion and impairmes? of property and equpment 564 "7 [ 0 1

Amorization and impaisment of inSanghle mses 5 o) FL ] 127

Tatal operaling expenses 11,940 7679 1854 0 22,02

Operating proflt/ kess) before tax 5022 551 159 (0] 5307

Tan expense M beaedd] s 61 [55) ] a1

et profit i oss) 4,138 450 454 [E7T} 4406

Mt profit i (loss) athibutable to son-costsolling intesests. a 2 66 ] Na

et profit/{los) attributable 1o UES sharcholders 4,138 458 189 (E77} 4,138

1 UES A (Parert Zank) prepares ks sudiies faardal I ance whh Sl GAAR Amournts p 1 I this colymn serve 2 & bass for prepariag Gaouz 1 uncier IFFS.
i
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Financial information
Motes to the consolidated finandal statements

MNote 39 Supplemental guarantor information reguired under SEC regulations (continued)

Supplemental guarantor consolidated statement of cash flows
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CHF milfon UBE &G LiES {rber

For the year ended 31 December 2011 {Fareat Bank}! Asmamicas Inc. sutsidiaries URE Groep
et cash flow from{used in) operating acthvities 12,251) [533) 11,057} 184.241)
Cash flow from/{used in) investing acthvities

Het cash flow from/ {used in} investing activities

18,335 1,142

“TigiEs g

Cash flow from/{used in} finandng activitles

Het cash flow from/ {used in} Hnanding activitles

Effpcts of exctange rabe dfferences on e and cash eqeivalest [2,507) 78 15 12,125)
et increase! (decrease) in cash and cash equivalents 1] 1 2457 5 ETE
B e A g I s et s e P Y et o . ot
Cash and cash equivalents at the end of the year 6,481 2336 7% B5E12
Eash and cath equivalents comprise:

Cahand Babnces with emteal Baries mpag tam L7/ 405
b e e LU e et N, B s
Duefmmbaskst M FE: 14,162 41,074
Tatal 6,401 £736 147% B5812

1 UES A% (Farent Eamk) prepans its audie fnancal staiements in accosdaroe with Ssim GAAP. Amouncs presented |n 51 colamn seree 26 2 basks for G Franchl Satements unde IFFS. 2 Inchdes
dwidends reccacd from msodaes. Juq'nﬂmlimﬂhﬁhmﬂﬁqmmdmmm

sheet ander D from Sanks and Cash ool
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MNote 39 Supplemental guarantor information reguired under SEC regulations (continued)

Guarantee of other securities

The table below provides information on outstanding trust pre-
ferred securities which are registered under the US Securities Act
and issued by US-domiciled entities that ane 100% legally cwned
by UBS AG. These entities are not consclidated as UBS does not
absorb any vanabiity from the performance of these entities.

However, UBS AG has fully and unconditionally guaranteed these
sacurities. UBSs obligations under the trust preferred securities
guarantes are subordinzted to the prior payment in full of the
deposit and all other liabilities of UBS. As of 31 December 2013,
the amournt of senior labilities of BS to which thie holders of the
subordinated debt securities would be subordinated was appro-
mately CHF 942 billion.

Guarantes of other securities
LD hillios, weiess athanise dndicated Az of 311212
Amount
Exuing Entity Type of secuity Date [sswed Inkerest {%) outstanding
one-month USD
UBS Prefemed Funding Trust [V Mon-camelative trust prefesed securities May 2003 LIBOR + 0.7 0.3
UBS Prefemed Funding Trust W Mom-cemelaiive trust prefremd securities May 2058 6243 1.0

Guarantes to UBS Ltd.

UBS AG has issued & guarantes for the benefit of sach counter-
party of LUBS Limited. Wnder this guarantee, UBS AG irmevocably

and unconditionally guarantees each and every obligation that
UBS. Limited entered into. WBS AG promises to pay to that coun-
terparty on demand any unpaid balance of such liabilities under
the terms of the guarantes.
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UBS AG (Parent Bank)

Parent Bank review

The following review is based on changes in UBS AG's [Parent
Bank) financial statements from 31 Decemniber 2012 to 31 Decem-
ber 2013.

Income statement

UBS &3 (Parent Bank) recorded a net profit of CHF 2,753 million
in 2013, compared with a net loss of CHF 6,645 million in 2012.

The profit before extraordinary items and tax was CHF 1,365
million, compared with a loss of CHF 3,016 million in the prior
year. This was mainly 2 result of a CHF 2,935 milkion decline in the
impairment of investments in subsidiaries and other participations,
as the prior year induded goodwill mpairments in subsidiaries and
the impact of the adoption of IAS 198. Furthermaore, expenses for
allowances, provisions and |osses decreased by CHF 1,076 million,
mainly due to lower chargas for provisions for ltigation, regulatory
and samilar matiers. In addition, operating expenses decreased by
CHF 707 million, which was partly offset by a decrease in operat-
ing income amounting to CHF 300 million.

Extracrdinary income was CHF 1,667 million compared with
CHF 429 millicn in the prior year, mainky reflecting a reversal of
impairments and provisions of subsidiaries and other participa-
tiors as well as the release of the remvestment relief provision
related to the sale of UBS Pactual. Extraordinary expenses were
CHF 9 million compared with CHF 4,117 million, mainky as 2012

induded expenses related to changes in persion accounting.

MNet interest income
Met interest income increased by CHF 183 milion, or 5%, to CHF
4,044 million, reflecting a CHF 2,334 milkion decline in interest ax-
pensas, parthy offset by CHF 2,211 million lower interest income.
The CHF 2,211 million dedine in interest income was driven by
CHF 1,255 million lower interest and discount income whidh
mizinly reflected lower interest zamed on loans and advances. In
=ddition, interest and dividend income from the trading portfolic
decreased by CHF 849 million. Furthermore, interest and dividend
income from financial mvestments decreased by CHF 107 million.
Interest experse decreased by CHF 2,354 million, mainly due
to |lowver interest expenses on debt issued as well as due to banks
and customers.

Met fee and commissicn income
Met fee and commission income increased by CHF 4358 million to
CHF 5,454 million.

EDINETOOOO
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Fez and commission income from securities and investment
lbusinesses increased by CHF 443 million to CHF 6,713 million.
Portfolic management and advisory fess increased in \Wealth
Management. Brokerage fees increased in the Invesiment Bank
due to improved market activity. lrvestment fund fess increased
mginly in Global Asset Management. These increasss were partly
offset by a decrease in undenwriting fees in the Investment Bank
and Corporate Center.

Fez and commission expense decreased by CHF 26 million,
migirily due to lower brokerage fees paid.

Met trading income

Net trading income was CHF 4,209 million in 2013 compared
withi CHF 5,097 million in 2012. Met frading income within the
Corporate Client Solutions business in the Investment Bank wes
positive CHF 358 million, compared with negative CHF 743 mil-
lion in 2012. Met trading income within the Investor Client Ser-
vices business in the Investment Bark increased by CHF 214 mil-
lion to CHF 3,566 millicn. Net trading income in other business
divisions and Corporate Center was CHF 275 milllion compared
withi CHF 3,189 million in 2012.

Other income from ordinary activities
Other income from crdinary activities was CHF 2,368 million, a
dedine of CHF 33 million.

Dividend income from investments in subsidiaries and other
partidipations increased by CHF 110 million to CHF 1,015 million.

Sundry ordinary income decreasad by CHF 225 million to CHF
3,734 million. In 2013, sundry income included CHF 2,599 million
of income received from subsidiaries for services rendered, a de-
crezsa of CHIF 257 million compared with the prior year.

Sundry ordinary expensss decreased by CHF 77 million to CHF
2,492 millicn. Charges from subsidiaries for services received
decreased by CHF 272 million to CHF 2,096 million. This wes
partly offset by losses of CHF 187 million related to the buyback
of debt in public tender offers in 2013.

Operating expenses
Personmnel expenses decreased by CHF 732 million to CHF 8,156
milllizn, mainly as the prior year induded restructuring charges
of CHF 1,264 million and a oredit of CHF 485 million related to
chamges to our Swiss pension plan.

General and adminisirative expenses increasad by CHF 25 million.

so7
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Financial information
BS AG {Parent Bank)

Impairment of imvestrents in subsidiaries and

other participations

Impairment of investments in subsidiaries and other participations
decreased by CHF 2,935 million to CHF 1,275 million. Impair
mierts in 2012 were mainky due to unfavarable foreign currency
impacts, mainly related to US subsidiaries, updated strategic busi-
ness outlooks and certain litigation charges. In 2012, the net assst
value of subsidiaries which recorded a goodwill impairment de-
dlired, resulting in an impairment of the investments in those sub-
sidiaries of CHF 2,951 million. In addition, the adoption of 145
198 by foreign subsidiaries in 2012 also resulted in lower net asset
values, resulting in an impairment of CHF 620 million of the re-
spective investments.

Allowances, provisions and |losses

Allowances, provisions and losses decreased by CHF 1,076 million
to CHF milion, mainly as 2012 included higher charges for
prowisions for [tigation, regulatory and similar matters, primarily
s a result of charges for provisions arising from fines and
disgorgement resulting from regulatorny imvestigations concerning
LUBOR and other benchmark rates. 2013 included a dharge of
CHF 110 million related to the Swiss-UK tax agreement.

Extraordinary income
Extraordinary income increased by CHF 1,238 million to CHF
1.667 million.

Reversals of impairments and prowisions of subsidiaries and
other participations increased by CHF 815 million to CHF 976 mil-
licm, mainky due to a significant deferred tax assets write-up.
Gairs from disposals of subsidiaries and other particpations in-
creased by CHF 29 million and induded gains of CHF 40 million
resulting from the divestrnent of our participation in Eurcdlear Plc.
Prior period related income decreased to CHF 49 million from CHF
115 million. Cther extraordinary income of CHF 275 million main-
Iy included gairs on sales of real estate. Furthermare, in 2013, the
reirvestment relief provision of CHF 291 million related to the sale
of UBS Pactual in 2009 was released.

Extraordinary expenses

Extracrdinary expenses decreased by CHF 4,108 million to CHF
9 milkon, mainly as 2012 induded changes in pension accourniing,
which resulied in extracrdinary expenses of CHF 3,954 million, of
which CHF 2,062 million related to the Swiss persion plan and CHF
£92 million related to non-Swiss defined banefit plans.

Tax experse/ bensfit
The tax expense in 2012 was CHF 270 million compared with a
net tax benefit in 2012 of CHF 55 million.

508
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Deferred tax assets are not accounted for or reported in UBS
A5's [Parent Bank} finandal statements prepared under Swiss
GAAP As a consequence, there s no net upward revaluation of
deferred tax assets and no amortization of defered tax assets for
tan bosses used against profits anising from business operations.
This is the main difference to the Growp ret income tax benefit of
CHF 110 million for IFRS purposes, for which the net upward re-
valuation and net amortization of deferred tax assets represent
the maost significant elements.

Balance sheat

Ammats

Total assets stood at CHF 716 billion a5 of 31 Decemiber 2013, a
decrease of CHF 60 killicn from 31 December 2012, predomi-
nantly im Mon-core and Legacy Porifolio, reflecting the ongoing
execution of our strategy.

Asmet reductions mainly ocourred within reverse repurchase
agreements, trading balances in securities and precicus metals,
money market paper and positive replacement values. These de-
creases were partly offset by higher liquid assets held at central
banks and increased holdings of high-quality corporate bonds.

Liquid assets and money market paper

Liguid assets increased by CHF 16 billion to CHF 70 billion as of
31 Decemiber 2013, mainky reflacting higher balamces with central
bbanks. Money market paper held decreased by CHF 9 billion to
CHF 22 billion, primarily due to reductions in US, German, Dutch
and Canadian government bills.

Due from banks and due from customers

Interbark lending {due from banks) decreased by CHF 40 bilkion
to CHF 128 billion, mainly reflecting reduced reverse repurchass
agreements and securifies borrowing with UBS subsidiaries, in
jparticular in the Americas and Europe.

Due from oustomers decreased by CHF & billion to CHF 153
billion, mainly due to a decreass in nan-mortgage koans of CHF 3
billion, primarily in the Americas, a decrease in current accounts
of CHF 3 kilkon, mainly in Switzerland, and a decrease in reverse
repurchase agresments and securities borrowings with non-bank
clients of CHF 2 billion. These decreases were partly offset by
higher prime brokerage loan balances, mainly in the Americas,
which increased by CHF 2 billion.

Mortgage loans

Mortgage loans inoreased by CHF 3 billion, mainly due to an in-
crease in residential mortgages.
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Trading balamces in securities and predous metals and
financial imvestments
Trading balances in securities and predous metals decreased by
CHF 21 billion. Precicus metal holdings were lower by CHF 8 bil-
licm, debt instruments were reduced by CHF 4 billion and invest-
ment fund units were down by CHF 4 bilkon. These decreases
were partly offset by an increase in securities borrowing arrange-
ments totaling CHF & bilkon.

Financial imvestments increased by CHF 4 billion to CHF 35 killion,
primarily due to increased holdings of high-guality corporate bonds.

Investments in subsidiaries and other participations

Investments in subsidiaries and other participations increased
by CHF 1 billion to CHF 22 billion. This was mainly dus to the
aforementionad write-up of subsidiaries of CHF 1 billion com-
bined with net capitsl injections of CHF 1 billion, partly offsst by
write-downs of CHF 1 billion.

Paositive replacement values

Paositive replacement walues, which are reported on a net basis
prowided the master netting and/or the related collateral agree-
merts are legally enforceable, decressed by CHF 6 hillion #o CHF
29 billion, mairdy as replacement values for interest rate contracts
fell dus to lower volumes and interest rate movements, whereas
replacement values for credit derivatives fell due to the tightening
of credit spreads and reduced volumes. Replacement values for
equity/index contracts dedimed as a result of the exercse of our
option to acguire the SMNE StabFurd's equity. These decreases
were partly offset by an increase inforeign exchange confracts.

Liabilities

hdcney market paper issued

hdomey market paper issued increased by CHF 2 billion to CHF 23
billizn on 31 December 2012, mainly due to an increase in certifi-
cates of deposit cutstanding, whidh was partly offset by a reduc-

tion in commercial paper outstanding.

Due to banks and due to customers

Due to banks decreased by CHF 23 billion to CHF 79 billion,
reflecting lower unsecured interbank borrowing of CHF 15 bil-
lior and lower repurchase activity of CHF 11 billion. These de-
creases were partly offset by increased securities lending activity
of CHF 4 billion. Total amounts due to customers inoeased by
CHF 13 billion to CHF 377 billion, primarily due to an increase
in depaosit and personal accounts, mainky in the Americas and in
Switzerland, respectivehy

EDINETOOOO
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Trading portfolio liabilities

Trading portfolio liabilities declined by CHF 3 billion to CHF 22
hillion as of 31 December 2013, mainly relzted to a reduction in
debt instruments sold short, which was partly offset by an in-
crease in equity instruments sold short.

Bonds issued and loans from central mortgage institutions
Bonds issued and koans from central mortgage institutions de-
creased by CHF 25 billion, primarily due to decreases in senior
debt As part of our reduction in whaolesale funding, we success-
fully completed two cash tender offers during 2013 to repurchass
certain subordinated and senior unsecured bonds.

Financial liakilities designated at fair valus

Finandial liabilities designated at fair value decreased by CHF 15
killion, primarily resulting from trade restructurings. lower valua-
tion of structured debt as well as instrument maturities and re-
demiptions.

Megative replacement values

Megative replacement valuwes fall by CHF & billion to CHF 37 bil-
lion, primarily due to lower replacemant valuss for interast rate
and equity/index contracts.

Crther ligbilities and allowances and provisions
Other liskilities decreased by CHF 4 billion, mainly due to de-
creased deferrals for hedging instruments and settlements of lia-
bilities.

Allowances and provisions remained stable at ”HF 3 billson.

Equity

Total equity attributable to sharsholders stood at CHF 35,437 mil-
lion as of 31 December 2013, compared with CHF 33,176 million
as of 31 December 2012, The increase was mainly due to the
2013 net profit of CHF 2,753 million. The general statutory re-
sarve decreased by CHF 5,386 million to CHF 26,611 million as of
31 December 2013, mainly reflecting a partial appropriation of
the loss im 2012 of CHF 4,834 million as well as the distribution
out of the capital confribution reserve in May 2013.

The reserve for own shares increased by CHF 121 million to
CHF 1,020 million, reflecting the net scquisition of treasury
shares. Other reserves decreased by CHF 1,882 million, reflecting
the partizl appropriation of the loss in 2012 of CHF 1,751 million,
as well as the net acquisition of treasuny shares, which decreased
other reserves by CHF 131 million.
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Financial information
BS AG {Parent Bank)

Parent Bank financial statements

Income statement

Far the year ended % change from
CMF milios Hote 3.12.13 242 31242
Interest and disoount income 8,792 10,047 L]
Interest and dwidend income fiom trading portfolic 2408 3,158 )
Interest and dhvidend income from firancial irsestments 135 242 [E24)
Inferest eapense (7.252) (2,685) k=l
Het interest iscome 4,044 3,861 5
Credit-refated fees and commissions 124 aTh (14
Fese and commizsian income from secerities and investsest Business. 6713 &270 T
Cther fiee and commission income 849 634 F
Fese and commission esperse i1.23) (1,267] (k]
Hed fiee and commission income 6,434 G015 7
Nef taading income 3 4,209 5,057 n
Hetincome from disposal of financial investsents 1] 75 a
Dividend income from i in sebsidiaries and ather partidp 1,015 505 12
Income from real estate baldings k) A (]
Sendry erdinary income 17 3959 (&)
Sendry cedinary experses (2.452) (2,565) (]
Cther income from ordisary sclivities 2,388 24 (1
Operating income 17,074 17,374 (%]
Persoansl expenses B.1%8 &A88 (1]
General and admisisirative expenses 5,041 306 1]
Operating expenses 13,157 13,504 5
Operating profit AT 1470 12
Imgai of i in subsidiaries and other participations 1,278 4,110 7}
Depecation of fised amets 579 34 7
Alloesances, provisions asd losses 853 1,735 L3
Profits [kass) before extraoedinary ltems and taces 1,385 (3,015]
Extracrdinary income i 1,687 FET) )
Extraordinary expesses 4 % 4.117] (4l
Tax fexpense] benefit 1279) L]
Neet profiti(loss) for the period 733 (6,645]
510
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Balance sheet
% change fom
CHF milfan Mote 51.12.143 EARFRH EiRER b
Adtits.
Lisquiad arcsess 649,508 54,153 o]
Money market paper 22,158 31,066 (3=
[Due from basks 127,880 BET (#21]
e fram cusiomers 153,328 A0S k]
Morigage bass 152,478 142,000 2
Trading balances in secwsities and precious metak 84,841 115,906 (18
Finasdal isvesimests 34,585 30,77 14
Imet=ents is subsidiacies and other pacticipations 21,758 21080 3
Fioed assets. 5193 5054 3
Mgrrued income and prepaid mopenses 2,038 2157 &)
Pegitfer: replacement walues 13 29,085 35 06 (1]
Crher assets 5 2,568 3037 1%
Total assets nae? 775587 =
of which: sebovdinsted assets 1.776 2776 By
o witich: smoumts dow dhom selbsidisnies 150883 207, Y 25
Liabdlities
Woney markat paper isseed 22,888 21,257 5
[ 1o banks. 15,207 B2 A1 (X
Trading partfolio Fabilses 22,188 25419 [{E:]
[ 1o cestomens on savings and deposit acoounts 108,540 ‘94 N 131
Ceher amounis due io cusiomers 21,2 260,550 1]
Mediumeierm robas TR 1341 4N
Bonds isseed and loars from cential morigage institutions 75,588 #00, 166 (]
Finascial Fabilities designated at fair walue 49,620 64 408 (Xn
Aocruals and deferred income: B,E10 6434 3
Miegatier raplacemant valwes 12 17418 43518 (14
Orhesr Rabities 5 B, 00 10,163 41y
Hlipwances and provitions -] 2,808 2505 4
Tatal llabilities BAO, 450 14251 L]
Euilty
Share capital 210 k- 34 [+]
Ganacal statefony reserve El 268E11 31,547 n
thersof capital comtribution rerene 41,892 42084 m
tharsol retsined svmings {15,081) {10, 18m 48
Reserve for own shanes 9 1,620 i 15
tharsol retsined svmings 1,020 BEy 15
Cehe peserees a 4,889 6551 [#i]
it profit i (ous) for the period 2743 55450
Equity atiribatable to shareholders 9 15,437 3,176 7
Total llabiltie: and equity nLs? 775587 L]
e which; suboedinated Kediites 15,800 15585 14y
cifwhich: amoonis dow b subsifanes 78,380 108, 148 [#0
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Financial information
BS AG {Parent Bank)

The Board of Directors proposes that the Annual General Meeting of Shareholders (AGM) on 7 May 2014 approves the following
appropriation of retained sarmings.

Propoded appropriation of retained sarmings

Far the year ended
CHF milfian ki RFRE
et profit for the perind 1,753
Total avallable for appropriation 1181
Mppropriation o general statutory resere efained eamnings 2,753
Total apgropristian 1783

Proposed distribution of capital contribution reserve

The Board of Direchors proposes that the AGM on 7 May 2014 1o holders of shares on the record date 14 May 2014, The shares
approves the pay-out of CHF 0.25 per share of CHF 0.10 parvalue  will be traded ex-dividend as of 12 May 2014, and accordingty the
out of the capital contribution reserve. Provided that the propased  last day on whidh the shares may be traded with entitlerment to
distribution of the capital contribution reserve is approved, the  receive a pay-out will be 9 hMay 2014,

payment of CHF 025 per share would be made on 15 May 2014

Far the year ended
CHF millian, encepd whane indicaded ki RFRE]
Total capital contribution resenve before proposed distribution® 41,692
Proposed distrbution of capital contik resere within general statulory reseree: CHIF 0,25 per dividend bearing share” 581}
Total capital contribution reserve after propesed distribution 40,712
CHR T o3 St ) i 01t S bl s o e ket O 4 gl oMo, T 3¢t 0 ATASIRG . W e . e

difimences bevween the S Federal Taw Asthorities and companies aboet he gualfying amoums of caplal aontribetion. eseree and the Shoisawe In the Tinandal srements. in view of ths, The Swiss Fedenal T
Marhiarthe b oo rmed that USS would be able to mpay 1o shareholfiers O+F 27,4 billan of dsdossd capil oontribrfion reserve | sans 3 of 1 lasary 200 1) without being subjedt o the sibholding b dedurtion
i e i dividends pad ot of retained eamings: This amoent resuoed 82 CHF 265 bilken a5 of 31 Deosmber 3013 subceruent i the Slstribasons approved by the AGKI 2012 and 20132, The decidon abou the
kg amount hos een defered 1o futume point intime. 3 Dividerd-beor ng shomes e all shares kzusd st for treasry shares held By UBS &G [Fasert Bank) 2 of the momd dae 14 May 3014,
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Notes to the Parent Bank financial statements

MNote 1 Business activities, risk assessment, outsourdng and personnel

Business activities

The business activities of UBS AG (Parent Bank) are described in
the context of the description of the activities of the UBS Growp in
the “Operating emvircmment and strategy™ section of this repart.

Risk assessment

UBS AG {Parant Bank), as the ultimate parent company of the UBS
Group, is fully integrated into the Group-wide internal risk assass-
ment process described in the audited part of the "Risk, treasury
and capital management” section of this report.

Mote 2 Accounting policies
a) Significant accounting polices

UBS AGS {Parent Bank) financial statements are prepared in
accordance with Swiss GAAP (FINMA Circular 2008/ 2 and the
Banking Ordinance). The accounting policies are princpally the
same as for the consolidated financial statements outlined in
“Mote 1 Summary of significant accounting policies.” hajor
differences between the Swiss GAAP requirements and bnter-
national Financial Reporting Standards are described in “Mote
38 Swiss GAAP reguirements” to the consclidated finandial
statemenits. The significant accounting policies applied for the
statutory accouwnts of UBS AG (Parent Bank) are discussed be-
lowe. In zddition the presentation of the balance sheet and in-
come statement under Swiss GAAP differs from the presenta-
tion wnder IFRS.

Treasury shares

Treasury shares are own equity instruments held by an entity. Un-
der Swizs GAAP trezsury shares are recognized in the balance
sheset as Trading balances in secwities and precious metals ar as
Finanaal imvestments. Short positions in treasury shares are pre-
sented as Trading portiolio Nabilities. Treasury shares recognized
as frading balances {which indude freasury shares held as eo-
nomic hedges of equity compensation plans) and short positions
in treasury shares are measured at fair value with unreslized gains
or bossas from remeasurement to fair value indudid in the income

Outsowrding

Outsourcing of informiation technclogy and other services through
agreements with external service providers = in compliance with
FINAA Circular 2008/7 ~Outsourdng — banks.”

Personnel

UBS AG (Parent Bank} emploved 33,291 personnel on a full-time
equivalent basis as of 31 December 2013, compared with 35,153
personred as of 31 December 2012,

staterment. Treasury shares recognized as Financal imvestments
are valued according 1o the principles of lower of cost or market
value. Realized gains and losses on the sale or acquisition of trea-
sury shares are recognized in the income statement.

For treasury shares held as Anandal investmeanes or for non-
genuine frading purposes (e.g.. treasury shares held to hedge eg-
wity compensation plans), a Resenve for own shares must be ore-
ated in equity through the redassification of free reserves equal to
the cost value of the treasury shares held. Repurchases of shares
for the purpose of holding these as Finandia! imvestments or non-
genuine trading can be made to the extent that suffident free
resarves are available. The Reserve for own shares, is not available
for distribution o sharehclders. Total treasury shares held cannot
exceed 109 of total issued shares.

Foreign currency translation

Aszats and liabilties of foreign branches are translated into Swiss
francs at the spot exchange rate at the balance shest date. In-
come and expense items are translated at weighted average ex-
change rates for the period. Al exchange differences are recog-
nized in the income staterment.

Thie main currency translation rates used by UBS AG {(Parent
[Bank) can be found in “Note 36 Currency translation rates” to the
consclidated financial staternents.
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Financial information
BS AG {Parent Bank)

Mote 2 Accounting policies (continued)
Investments in subsidiaries and other participations

Imvestrnents in subsidiaries and other participations are equity in-
terests which are held for the purpose of UBS AG's (Parent Bank)
business activities or for strategic rezsons. They include all directly
held subsidiaries through which UBS AG (Parent Bank) conducts
its business on a global basis. The imvestments are carried at cost
less impairment. The carmying value is tested for impairment when
indications for a decrease in value exist, which indude incurence
of significant operating losses or a severe deprediation of the cur-
rency in which the investment is denominated.  an imvestment in
& subsidiary is impaired, its value & generally written down o the
net asset value. Subsequent recoveries in value are recognized up
to the original cost value based on either the incressed net assst
value or a value above the net asset value i, in the opinion of
management, forecasts of future profitability provide suffident
evidence that a carrying value above net asset value is supported.
hanagement may exercise its discretion & to what extent and in
which period a recovery in value is recognized.

Reversals of impairments are presented as Extraordinary income
in the imcome statement. Impaiments of investments are present-
ed in Profit!(loss) before extracrdinary ftems and taves under im-
pairment of investments in subsidiaries and other participations.
Impairmerts and partial or full reversal of impairments for a sub-
sidiary on met basis are dassified as extraordinary expense or ex-
traordinary income respectively, if they relate to prior pericds.

Deferred taxes

Deferred fax assets are not recognized in UBS AG's (Parent Bank) fi-
nandal statements undar Swiss GAAR However, deferred tax lizbi-
ties may be recognized for taxable temporary differences. The change
in the deferred 1ax liability balance s recognized in profit or loss.

Equity participation and other compensation plans

Equity participation plans

Under Swiss GAAP employee share and option awards are recog-
nized as compensation expense and accrued over the perfor-
mance year, which is generally the finandal year prior to the grant
date. Equity and cash-settled awards are dassified == lisbilities.
The employes share option awards are remeasured to fair value at
each balance sheet date. However, for employes share opticns
that UBS intends to settle in shares from conditional capital, no
compensation expense is recognized in the income statement as
these awards are not a liability of UBS. Upon exercse of employes
options, cash received for payment of the strike price is credited
against Share capital and the General statutory reserve.

Cther compersation plans

Fized and variable deferred cash compersation is recognized as
compercation expenses over the performance year.
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Sundry income from ordinary activities and sundry
ordinary expenses

Sundry income from ovdinary activities mainly includes income
from hard cost and revenue transfers bebtween UBS AG {Parent
Bank]} and its subsidiaries and income from lower of cost or mar-
ket accounting of finandal investments. Sundry ordinary expenses
miginly include costs for hard revenwe transfers between UBS AG
{Parent Bank} and its subsidiaries and expenssas from lower of st
or market accounting of finandal investments. Hard transfers of
costs and revenues are performed on an arm’s length basis and
are settled in cash between UBS AG (Parent Bank) and its subsid-

iamies.
Dispensations in statutory financial statements

As UBS Group prepares consdlidated financial statements i ac-
cordance with IFRS, UBS AG (Parent Bank) is dispensed from vari-
ous disclosures in the statutory finandal statements.

Pension and other post-employment benefit plans

FIMMAA Circular 2008/2 ~Accounting — banks” permits the uss
of 145 19 or Swiss GAAP FER 16 (“FER 16"} for accounting for
penszion and other post-employment benefit plans. Election of
the accounting standard may be dome on a plan-by-plan basis.
UBS AG (Parent Bank) applies FER 16 for the Swiss pension
plam. FER 16 reguires recognizing the employer contributions
to the pension fund as personnel expenses. The employer con-
tributions to the Swiss pension fund are determined as a per-
centage of contributory compensation. Under FER 16 it is peri-
odically assessad whether, from the point of view of UBS AG
{Parent Bank), an economic benefit or cbligation arises from
the pension fund which, when conditions are met, is recorded
on the balance sheet. The financdal statements of the pension
fund prepared in accordance with Swiss GAAF FER 26 (“FER
287 are used for the assessment.

LBS AG (Parent Bank) applies 145 19 to the non-Swiss defined
benefit plans. For Swiss GAAP remeasuremnents of the defined
[benefit chligation and the plan assets are recognized in the in-
come staternent rather than equity. Key diferences betweean FER
16/26 and 1A% 139 indude the treatment of fubure salary increas-
s, which are not corsidered under FER 16426, and the detarmi-
nation of the discount rate.

In 2012, UBS A {Parent Bank) adopted the revisions to |AS 19
issued by the 1ASE in June 2011 ("1A5 19R") for the non-Swiss
defined benefit plans and at the same time adopted FER 16 for
the Swiss pension plan.
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Mote 2 Accounting policies (continued)
b} Changes in accounting policies, comparability and other adjustments

Presentaticn of net defined benefit kzbilities
On 31 December 2013, UBS has reclassified liabdities arising from
nor-Swiss defined benefit plars accounted for under 185 19 of

) Accounting polices to be adopted in the future

Amendment of accounting standards apphicable to banks and
securities dealsrs

The Swiss Code of Obligations’ provisions concerning finandal
reporting were revised and came into force on 1 January 2013,
effective for annual periods beginning an or after 1 Jamuary
2015. Following this, the accounting standards applicable to
banks and securities dealers are being amended accordingly. On
2% October 2013, the Swiss Federal Department of Finance re-
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CHF 563 million from Allowances snd provisions to Other ahili-
ties and restated comparative 2012 informistion, followirg a re-
assezsment of the economic nature of such liabilities.

leazed the amended Banking Ordinance, and ANMA released its
new circular “Accounting — banks,” both for consultation undil
31 December 2013. Final rules are expected to be published dur-
ing the second quarter of 2014 and are expected to be applica-
ble for annual financial statements as of 31 December 2015 the
lztest. Under the proposed changes Swiss GAAP will be more
closely aligned with IFRS in certain areas such as the fair valus
option, share-based compensation and treaswry shares.
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Financial information
BS AG {Parent Bank)

Additional income statement information

Mote 3 Net trading income
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For the year ended % change from
CHF miliion 311213 .1x12 nazae
Bank Conp Client 5ol E ] (43}
Immat=ent Bask investor Cient Senvices. 1,566 1552 M
Crhes busi dvisions and Corg Center 78 3,185 a1
Tatal 4,308 5,067 {7
Mote 4 Extraordinary income and expenses
For the year ended % change from
CHF milfion 311213 LR FRF) 31212
Gains from diposals of subsidiaries and ather p T n L]
Peversal of impairments and provisions of subsidiavies and other participations L1 ] 161 506
Frior pariod related iscome L] 115 [y
(e extraoedinany income Fs] 116 137
Releasa of reinvestmest refief provision selated 1o the sle of Pacteal FL o
Total extraondinary income: 1,867 415 289
Lesses from disposals of subsidiavies and other participations (3] [E7} (4]
Frior period refaind wopenses (7 G} [£Ei]
Em-mdnﬂmhminpﬁmurﬁg‘ 1] [EL= 1 {10
Total extraondinary expenses (5] &,117) 1100)

10 g CHF 2,954 million for 2002, CHF 3,063 mifion relabed to The Swiss pension plas and CHF 250 millon o non-Smi. pension plans: Refer 2o *Nose 2 Acooenting polides” dfor mone infomation.
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Additional balance sheet information

Mote 5 Other assets and liabilities

% change from
CHF milfan 31213 EAR FRF) IR A
Other assets
Peceivables from sutsidiaies 1412 1784 [#31]
Setthernent and deaving accousts k. 470 (16}
VT and other tax recefeables. na m TE
Cehe pecvables 449 [ [Ri]
Total other ascets 1,58 1037 (15
Other Habilities
% change from
CHF milfan 3.4%13 AL EiRFRF]
[Defierral position for hedging instusents 1,650 5453 51
Fayabless o subsidiares TH ™ 5
Sestlement and deaving acmusts 3] 5 4k}
et defimed benedt labifest L] S 11}
VAT and other tax payables =7 451 (14
e papables 1,008 0 (55)
Total other labilities 6,09 10,163 (41}
1 I 2013, Rabifithes anising Trom non-Smi defined beneft plans aocounied dar i ancondance wiil 15, 19 e e from nm-w-:mnnhunu—mhﬂu
change in pesseriation. As a sesult, Oeher bl 2 of almmlrm-iwmrsmrrhmd-h‘ummd-mmm_gpmu ity and ciher adf :* ot mone
Mote 6 Pledged assets
1213 IR FRES Change in %
Aszodated lability Aazociated liabiliy Associated lakiity
Carrying value of  recognized on the Carrging valee of necognized on Canrying value of mecognized on
CHF milfon pledged assets halance sheet piedged et the halance sheet pledged azmets the balaace sheet
Money market paper 496 405 1,880 1,226 oy (L34
Morigage loass! e 11634 33,628 1,502 n 3
Eecurities 450 15,845 48316 26 ARG (& ] 41)
HMedpes of precious metaks 5o subsidiaries 4,144 1] 4,063 1] 1]
Total® 22 343 ER 85, 287 SO0AT {7} i)

1 Thies pledged momgage lar serve s oolkeral for cadssing labiisies agains: Seiss contral mortgage Instiations and for esistiag covwened bond ssunoes. (OF these pledped mortgage loars, approvimaiey CHF 5.8
illion for 31 Decembeer 2013 (310 Decemibes 700 - appesimaely CHF 7.5 bilbon) could e withdsrwn or used for feture lasilties or covered bond sssanos withot beaching exbsting coliaienl sequiements. 7 Does
ot Inciude assts placed wiih ceniral bonics elaied b undrawn oedit ines and dor payment, dearing and setikement perposes iotalng CEF 3.3 billon a5 of 30 Deoember 2013 (31 December 7003 CHF 3.5 billon),

UES AG (Parent Bank) pledges assets mainly im securities lending  actions, as security deposits for stock exchanges and dearing
transactions, in repurchase trarsactions, against |lcans from  house memberships, and in connection with the issuance of cov-
Swiss martgage institutions, in connection with derivative trans-  ered bonds.
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Financial information
BS AG {Parent Bank)

Mote 7 Swiss pension plan and non-Swiss defined benefit plans

a) Liabilities due to Swiss pension plan and non-Swiss defined benefit plans

CHF milfon 3.12.13 32142
Provision for Swis pension plan o o
Mt defised benefit liabilifies for noa-Swiss defined benefit plans 561 510
Tetal prowision for Swiss pensicn plas and et defined besefit Rabiities for non-Swiss defised Eencfit plans 563 510
Bank accounts at UBS and LES debd instrumenss hedd by Swiss. paresion fund 119 &1
UBS derivatiee financial instrusents held by Swiss pession fusd a8 ]
Total llabities due fo Swiss pengion plan and non-Swiss defined bemefil plans 977 1,219
b} Swiss pengion plan'
s of or for the year anded

CHF milfion M.1213 30202
Pension plas susplus 4772 411%
Ecosomical benefit/ (obligation) for UBS AG 0 o
(Change in economical besefit/okligation recognized in the incme statement ] [i]
Employer contributions for the period iecognized in the income: statement undes FER 16 458 108
Perlormancn rewards relaied e=ployer contribefions acoued 49 14
Total pension expense recognized In the income st it within B g under FER 18 517 1212
Pension coat recognized in The iscome stabemest under [AS 19 0 {18

e which; curent sevion cost o 357

o which: past senvioe cost slaied 1o pian amendment o ey
Total pension expense recognized In the income st it within B  exp under |4519 o {12ap
Total pension expense recognized in the income stafement within Persoanel expenses 517 By
1 The peresion plan b In aocordance with FER. 35 and consists of the nesera for fhe fluctuation in asset valee The surples dd not repesent an economical benedt for UES &G In accosdance with FER

16 2z of 31 Decrreber 3013 o 31 ecember 2003, 3 The Swiss pereion plan was acooented for In accoranoe with 145 19 unsl 30 Septervber 2012 208 in acoordance with FER 16 sinae | Ocober 2012 30n add)-

fon, In 201 2 edracrdinary expenses. of CHF 3,063 million wess recogatzed rekted io changes In acoounting for the Swis pension plan. Thew estraondinany sxpenses incuded the revessal of the ovdi of CHF &35 mil
lom b o She Dree Fast service cost rebned o @ plan amendment.

The Swiss pension plan had no employer contribution reserve in 2013 ar 2012, Details on the Swiss pension plan and non-Swiss
defired banefit plans can be found in “Note 28 Pension and cther post-employment benefit plans” to the consolidated finandal
statements.
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MNote 8 Allowances and provisions'

Provisions
applind in [Epooerrms,
scordance doubstel inferest Prowigions »

O mion "TILT qeielpmpiss ol tims doplpuom i1
Default risks TH 5 9 240 B4l 147

e which: specific 2l s for dug from ¢ and

modgage kans 7% a5 H (120 244 s06

o which; specifc slowances or due from bavits FH /] [} (11l o L]

e which: collective ian ksr alowances? 11 [L=1) i ]

o which; prowisions for inen commiments and guavanives 47 i L] L 46

e which: ather slowances &f &1
COperational risks Fi] 14 {1} 151 17 1
Lisigasion risks? 501 k] {13} 153 ] 728
Restiuchwing? 1612 ) 47 (e 434 1,455
Real estate® -] 200 13 [ 3 B4
Employes beneSits. 13 1 k4] 123 F.] 213
Provisions related 8o parental support peovided by
UBS AG {Parent Bank} to subsidiaries is the form of
indermnities, letter of support, leters of endertaking
and similar agreements - 1] 85
Defemed bases El 3
Crher prowisions 234 &3] 0 293 13 169
Total allowances and provisions 1632 (B4 4% [Lord] 1,312 3,505
Algwances deducted from asets iy M
Total allowances and provisions a5 per balance sheet 2928 1805

1 I13:II3,, Razilves avsing from non-Swiss defned berefic plrs somoumed for |n aocondance with L85 15 wese reclrssfhed from alowances and provishans 1 Ocher llabiltes. Foor psisds hase hﬂlﬂﬂ‘kﬂ'ﬂ'ﬂdﬂ?
mk:mxb—mdmmnwﬂmmmlmwmsmmﬂrbmﬁwimmm_fﬂwm P ek
2 Malnly relies o dus o opstomers. 3 Pnciedes previsions for igation resuling from seaoyrisks. 4 Refer o "ot 33 Swiz GAAF regg o mam

mmbmmmlimmﬂmbﬁmwm’ﬁ; ng pevislons. 5 mhmhﬂmme Isnlhadal December 703 {31 De-
comber 3012 CHF 22 million) and = for leasehold CHF B3 million as of 31 Decemies 3013 (31 December 3013 CHF 66 million). & Malaly due 30 the nekese of the insesnent
nedied prosisizn miaied o e salke of UE5 Factslin 2009 7 Wainy o The S 2K 3 i
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Financial information
BS AG {Parent Bank)

Mote 9 Statement of shareholders" equity

Total sharehalders”

equity (before

thare  Cempmal statebory Barve for Other Mt profit/i{lozs] distribution of capital

CHF milfion capital BT o shanes resenaes for the posiod contribiitlon resemnie)
Balance a5 of 3 December 2011 and 1 Jasuary 2012 28y 32,350 1,086 934 5,440 40,174
Capital iscreass 1] . 26
Bt profit (|oss) appropriation 5,440 (5440} o
Prior pear dividend (] (379
Bt profit i oss) for the pericd 65450 [6,845)
Changas in reserve for own shases {105 M8 L]
Balance a5 of 3 December 2002 and 1 January 2012 kL 31,997 L] 8,551 {8, 545) 33,176

R R RR R ER R

Nt proditd o) for the period
Changes in reserve for own shases 131
Balance as of 31 December 2013 84 26,611 1,020
Mote 10 Share capital and significant shareholders
Par value Dividend bearing
o of shares Capital in CHF Mo of shases Capital im CHF
Balance a5 of 31 December 2012
Exued 3,842 002, 085 R4 200,007 3 7GE 235119 376,822 512
o witich: shanes awtstmding X, 88 207,817 BPEAX0, 782 5 BB 2OTRTF AT B2, 182
o wihich; freaswy shares held by LS 4G (Parant Bank)' 73,776,950 T ATT 6895
o witiclhy treaswuy shanes held by subsiiaier of LS AG (Paract Bank)' Fil L 25 302 2350
Condifional stam capital 18,759,158 51,875,918
Balance a5 of 31 December 2012
Exued 3 A35,250,233 3 575003 1,747 463 874 74746 3T
o witich: shanes autstnding B M7 R 62 274 7R7. 062 3 74T AN 652 274 TIT06F
o wihich; freaswy shares held by LS 4G (Paraat Bank)' BT o5 K778 &0
o wiiclhy treaswy shaes held by subsiiaier of LS 4G (Parant Bank)' AR 22 454 932042 850
‘Condifional stam capital 625,510,592 2,551,065

1 During 2013, 553 mllbon Sssury shares wes acqeied af market prices (2002 1143 millon) and &34
ampiopte sue hanes compeneation pars

Conditional share capital

Asof 31 Decenber 2013, 138,753,156 additional shares (31 De-
cember 2012: 145,510,992 shares) could have been issued to
furd UBSS employee share option programs.

On 14 Aprl 2010, the Annual General Mesting of UBS AG
shareholders approved the creation of conditional capital to a
maximum number of 380,000,000 shares for comversion
rights/warrants granted in connection with the Esuance of bonds
or similar finandial instruments.

520

million treasury shases were disposed of (7002: 1074 million ], malsly siaie o i delvery of shases ender

In 2013, the conditional capital of up to 100,000,000 shares,
which was available in conmection with an arrangement with the
Swviss National Bank (SMB), was removed. The SMEB provided a lcan
to the SMB StabFund, to which UBS transferred certaim illiquid
securities and other positions in 2008 and 2009, As part of this
arrangement, UBS grantad warrants on shares to the SHE, which
wiould have been exercisable if the SHE had incurred a loss on the
loan. In 2013, the loan was paid back in full, the warrants were
terminated and the relevant conditional capital was removed.
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Significamt shareholders

According to disclosure notifications filed with UBS AG and the
SI¥ under the Swiss Stodk Exchange Act, on 18 September 20132,
Governmient of Singapore Investrent Corp., Singapore, dis-
closad the change of its corporate name to GIC Private Limited,
effective from 22 July 201 3, with a holding of 6.40% of the total
share capital of UBS AG. The benefidial owner of this holding is
the Government of Singapare. On 30 September 20711, Norges
Bank, Oslo, the Central Bank of Morway, disclosed a holding of
3.04%. On 17 December 2003, BlackRack Inc., Mew York, dis-
dosed a holdimg of 3.45%. In accordance with the Swiss Stock
Exchange Act, the percentages indicated above were calculated
in relation to the total UBS share capital reflected in the Ariicles
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of Association at the time of the respective disdosure notifica-
ticn. Information on discosures wnder the Swiss Stock Exchange
Act can be found on the following website of the SDC httpef
shareholders_en bl

According to our share register, the shareholders {acting in
their cwn name or in their capacity as nominees for other inves-
tors ar beneficial cwners) listed in the table below were registered
with 3% or more of the total share capital as of 21 December
20132 and 201 2.

= Refer to the "Corporate governance” section of this repart for

more information on sgnificant shareholders and shareholders

participation rights

Shareholders registered in the LBS shares register with 3% or more of the total share capital as of 31 December 2013 and 2012

3.12.13 .1x02
Total nominal Total mominal
Quantity  walue CHF milllom Share % CQuantity  walee CHF million Share %
Chase Nominees Lid., London 450,540,838 4% 11.73 £57,7B4 081 46 1154
GIC. Private Limited, Singapose: 245317417 5 L% ] 245,517 417 5 G40
DT {Cede & Coo), Mew York! 225,191,082 3 589 200,368 518 F. 1] 5
Martrest Nomizees Lid, Lenden 143,960,557 14 178 147,144,758 15 254

1[00C | Cader & Cin, Wiewr York, *Te Depexiory Trist Compary,” ks 2/US sacurdes dearing organtaiion.

MNote 11 Transactions with related parties

Transactions with related parties (such as seourities fransactions,
payment transfer senvices, borrowing and compensation for de-
posits) are conducted at internally agreed transfer prices or at
arm's length, or with respect to loans, fixed advances and mort-
gages to non-independent members of the Board of Directors
and Group Executive Board members on the same terms and con-

ditions that are available to other employess. Refer to the “Com-
pensation of the members of the Board of Directors and the
Group Executive Board™ section of this report for information on
loans granted to Growp Executive Board and Baard of Directors
members. Amounts due from/to subsidiaries are disdiosed on the
balance sheat.
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Financial information
BS AG {Parent Bank)

Off-balance sheet and other information

Mote 12 Commitments and contingent liabilities
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% change from

HF milfon E N FRE] EARFA K] EiRFA R
Contingent llabilities 61,018 115,254 [Ch]
ool Gowaniees do dind' nantier relaied fo subsiciener A4, 448 a7.5E5 (547
e wiich: credit g s simmilar i FA T T AT 2

o wiioh parfirmance granysises s Sioisr oot 2718 2847 e

o which: docusentary cradits 035 Ty &
Inrevocable commitments 58,712 68420 (14)
ofwihiche e commimends LFA I F &7 448 iy
ool papment comenifmant sdsed b0 cpposi nsrance 8§43 arz &
Forward starting transactbans’ 18,5M0 13510 43
ool sverse reperchane syreananis 10,452 225 k1)
o witich: secunilies bormowdng agreemants 46 Fo 1.
ool spurchase ageeommts K471 10,540 [
Liabdities for calls an shares and other equities 47 [Z] (25

1 Cash o be paid In the fetore by cither UES or The counenparsy.

The table sbove indudes indemnities and guarantees issued by
UBS AG (Parent Bank) for the benefit of subsidiaries and creditors
of subsidiaries.

UBS AG has ssued a guarantee for the benefit of each coun-
terparty of UBS Limited. Under this guarantes, UBS AG irmevocably
and unconditionally guarantees each and every cbligation that
UBS Limited entered into. UBS AG promizes to pay to that coun-
terparty on demand any unpaid balance of such liabilities under
the terms of the guarantee. In instances im which the indemnity

Note 13 Derivative instruments’
i

amount issued by UBS AG (Parent Bank) is not specifically defined,
the indeminity relates to the schwency or minimum capitalization of
a subsidiary, and therefore no amount is incuded in the table

above.

In addition, UBS AG {Parent Bank] is jointly and severally liable
for the value added tax (VAT) liability of Swiss subsidiaries that
bbelong to its VAT group. This contingent liakility &= not included in
the table above.

A2.13

EIRFRH]

Mational walses Motional values
CHF milfon, enent whare indcated PEVY MRV'  [CHF billion)! PRV HRY? {CHF bilion)®
Inieest e contiacss® 115,763 112,033 20,258 236,793 23151 20053
Credit derisafive contracts 16,665 16,634 1,290 31,935 FERLY) 2400
Fareign exchange contsacts® 69,224 75,989 6,082 BE 582 95472 6735
Precious mesal contracts” 1,982 2,000 49 1,788 e )
Equity/ index contracts 14,209 19,400 53 15387 15018 1]
Commodities contracss, eacluding precioes metal contracs 0% a4 k| 747 52 -]
Total before neting® 18,148 eAME 3,0 Eh k] ITE B0 3788
Replacement wlue netting 189,063 189,063 az5087 335,047
Todal after netting 29,088 37.41% 35 M08 43518
1 Ettncaind embovdded derivaties are esesied In the ame balanoe sseet Ine @ the Bost comisd and ane exloded fom this able = PRV Fositer replacement b, 5 NEY neplaoETen wir
4 Regesents the sam of nosioral valees relted to PRV and MRV and other notional eiees. 5 8 2013, the dassfication of centain PRY and N3N betwoon ixiesest comtads and fowign AT, Y
necied for 31 Decembeer 200 2.8 @ nesly, I miesst mbe contmcts PR weee rediced by O4F 1,774 mlllon and |nievest rabe commids HR weee educed by OF 2,422 millon (associated notional amoent reduoed by CF
35 bllkon) with Incyeases made o fareign exchange commcts. n agdiion, 3 comedtion was made to 31 Deoember 7012 nodonal valees for predoss metal coniads. Respective nofional siles we -

duced by CHF 30 billoe. ¢ Replacement wives are presenced net of csh eolaiea, whme apgicble
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Mote 14 Fiduciary transactions

% change from
CHF milfion EIWFRE] .1xi2 3.i242
Deposits:
with third-party basks 5153 6,178 (111
with subsidiavies 1,728 2161 (24
Total 88T B4M (18

Fidudary transactions encompass transactions entered into or  off-balance sheet fiduciary transactions. Client depasits which are
granted by UBS that result in holding or placng assets on behalf of  mitially placed as fiduciary transactions with UBS AG (Parent Bank)
individuals, trusts, defined benefit plans and other institutions. Un-  may be recognized on UBS AG' (Parent Bank) balance sheet in
less the recognition criteria for the assets are satisfied, these assets  situations in which the deposit is subsequently placed within UBS
and the related income are excluded from UBS AGS (Parent Bank)  AG (Parent Bank). In such cases, these deposits are not reported in
balance sheet and income statement, bat disclosed in this Mote a5 the fable above.
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Financial information
BS AG {Parent Bank)

Compensation of the members of the Board of Directors
and the Group Executive Board

Total compensation for GEE members for the performance years 2013 and 2012

CHE ecoge whore indicated”
Sirmual Hirmual
performance  perfarmance
avard award Conbributions
Immediate under wnder o pefinerment
ame, fuscion For the year  Base salary skt EQps DECpd Benefils® besefit plans® Todal
Sergio P Emothi, Group CEO 2013 2500000 1,000,000 453000 2370000 127,300 MZAX 10,7m.122
Sergio P Emoth, Groep CEO (highest-paid) 2012 2500,000 0 3EE0000 2440000 62,500 01,088 8,070,508
Andrea Orced (highest-paid) 2013 1500000 1,000,000 5300000 2700000 127048 MZAR 11419870
of 611 GEB rsrribes, who wars i offics &t 2013 6A71380 G008 13804688 ITI0G61  154RTHA 1047784 82400708
e and of the year® 2012 16,273,880 0 31355592 20,903,728 6a0683  1,233719 POAOT.181
2013 ] i} ] [} L] ] b
Aggregate of all GEE membess wio siepped down
during the year® 2012 155328 [1] 1] L] 105,865 14796 1,713,952
1 Local cumenicles ane converied Isie CHF using the sxchange mies as detabed in *Node 36 Cumency ransaiion 2ees” [nthe *Francal idomation® section of sur Annual Regert 3013 2 For the peformance wear 3013,
20% wers pald ot In Imevechae canhy, subject bo & cash cap of CHEAUSD) 1 milllon. Dus to applicasle LIE Predentlal Segulaisn Authoety the: Immsdiaie cash inchees blodies shares for Andvea Oroel. For the
peformane par 2012, 5o Inmedkans crh was 3 Far EOP awards far the year: 2003 and 0T, the nomber of shares a grank s been deternined by dhviding 1he an oo cormenkaies By
CHF 12,50 and S0 30,38 (for netional shares) for 013, and by C5F 15004 and LISD 15,8568 (for achal ) ared bey CHF 138t and USD 1477 fer nafional shawss) for 201 2, based an the assage price of WSS shares
aver B ten Sading days. priar o and inchuding S grant dais (28 Febriany 3014 and 15 March 2013 For graried undes EOF 3002 the mumiber of netional shares bas been adjusied for the #5-

dmabed walue of difends paisl an US5 shares over e westing periodl 1mmmhumemaniMumdmmmmdqhuru-dmm
(P wwanck for the pesformance year 2013, The nofisnal iverest e bt at 51 25% for swands densminaied 5 5D and 3.500% for asarnds denominated In CHE For DODP awars for the perkumance year 2012, the
matizral interest wae ks sef i & 75% dor s denoosinaned In USD and 540% for awards desominaied in O5F: = Benelts ane al walved at maviet poice. & Tk figuse ewchodes e mardatory employer's soctal seomtiy
coniriesisne, bt inchuses the parfion relaied 0 te enplyers comdbution to the statsizry peraion scheme. T employee conmiten b induded Inthe Bam iy a2 avnel lcentve awar components 7 11 GEE
e wes in offios on 31 eember 7003 and on 31 Deoenber 2007 vespeciosty. 0 2042 inchudes three monthe (s offior a5 & GEE weem ber for Aeander Wikt S el and 10 months noffios &5 & GEE member for

Carshen Eengetec
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Share and option ownership/ entitlements of GEB members on 31 December 2013/ 2012"

Humber of Pule-tialy Palentially
on I.-lsid Mumberof Todal number u:\ﬂ'ﬁf-d 'l3|1'l15 Mumber of I:Drrﬁfr‘d 'I:\ﬁq
Mame, fuscion 31 December  shares/at sk’  vesied shanes of shares nghsin % options’ rights in %’
Sergio P Emati w012 45340 65500 523,380 0025 0 0000
Group Chinf Expoutive Officer 2012 Pk 41,960 262,088 Ll k] o 0000
Markos U, Disthel, w12 5247 108007 580,424 0032 0 0000
Group Gespsal Cosnsel 2012 306,132 126,098 632,230 iz i) o Lilori]
Jokn &, Fraser, 2011 45,310 6945 914, 288 aodq  TREET Lila k)
Chaisman and CEQ Global Asset Management 2012 G17,52% 25,270 932,799 aods e 5N 0042
Liskcas Gihwile, 2011 504,000 nmr 527,527 0008 L] il i
CED UES Switzedand and CEQ Retal & Corporate 2012 412,199 5,537 507,758 Qo2e L] Lilori]
Uhich KBrae 3013 GeRSE 16887 487810 o044 0 0000
Group Chief Operating Officer and CEO UBS Group ENMEA 2012 605,284 121,837 frrAFil Q035 L] Lilori]
iz | Lots, 2011 601,552 157,847 750, 0 anar 500, 741 il
Group Chief Bisk Officer 2012 342,802 164,783 M1 a03q 536,173 LiLard
Robert ) cCom, w013 EsaaT: BT 9smma3 0.046 0 0000
CEQ Weahth Maragement Americas and CBO UES Group Americas. 2012 58470 18112 676, 32 0032 L] Lilori]
Tom Mans, 2011 431516 MA02T 605,543 033 BET G87 042
Group Chied Financial (S 012 340,757 233,603 574,380 Q02T 9351 0045
Andrea Oreel, 2011 1,208,775 a 1,206,778 059 ] il i
CEQ lavestment Bank 012 1,755,891 1] 1,755,851 e L] D000
CRi-on Yean, 11 502, M6 441,142 441, 508 [l 20 538 028 [alirid
CEQ UIES Group Asia Fadfic 012 478,986 370, 60 849, 148 it L] ileri Y
Jang Zeliner, 11 24415 13,900 630,138 031 203,053 ot
CEQ LIES Wealth Management 012 $22,500 38,5 550,829 ooaT 203,083 a0
11 ToR881T 1615974 & 708, o 0422 2865803 0.13%
Total 012 660,578 1,331,295 8192172 0381 3,137,436 0.150
s e o i i bt i o e e At o et vkl omptes o st s P B e o o v A 13y
parcpation 392 oiber compersation plars* In the *Flaarcial inematien” secvon of cer Anvaal Repost 7012 for mose bk " Tights are irg
i
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Financial information
BS AG {Parent Bank)

Compensation details and additional information for non-independent BoD members

CHE gncant whare indicated”

Contributions

Arnudl share 1o refinement
Hame, fusclion® For the year Bawe salary award Benefits? et plans? Total
Hand A 'Webesr, Chaisman 2013 200,000 3,720,000 B0 448 260,070 B, 085, 516
2012 1,322,581 2,003,995 &3857 71,258 1,588 341
Kaspar Villiger, former (hainman 2013 - - = o -
2012 354,167 00,000 54,906 - 8,093

|hﬂmnmmﬂlrmmm-nﬂdh“¥nﬂqm- In e “Arancial irkamation™ section of our Anawal Report 2013 2 Al A, Weber was tha only

mamber In offios an 31 Depembar 2013 and on 21 December 2012 respactively. Kaspa S1kger 2 rot stand for re-slection at the AGM an 3 May 2012 1 Eenefts are all wived 2 masier
-I. & Thix figure escedes the mandriory employer's sedal sty coniribetion, but inciudes S parion rebaed o the employer's aonir bation b the setutey pesdon sheme The amployss oriddon & ndu-
o In the b sabwy andl annuol Incertive ward components. = These shans are biochsd for four years.

Remuneration details and additional information for independent BoD members

CHE gacant whare indicated”
L]
! E -E - = !
o, For the

E f gat H i £ ponos

g I .g EE % MM Commisee  Addoral P Wemberol
Mame, fuscion™ EUY UEY WEw & AGM Base fee  retainenls) payments Total  pencentage’ shares*®
Wiichel Demané, M ] "] WMINE0I4 35000 4000 250000° 978000 50 30814
Vi (Rainman M 7] WO WS000 G000 2SO000° BTS00 50 38,13
David Sichwell, "] £ MNE0I4 DS000 SO0000 250.000° 1075000 50 13957
Senicr Indepenent Diectar 7] C oMM NS000  SO0000  2SO000° 1,075,000 50 420057
Retn Fancioni, M WMNE0IA 15,000 53,000 175,500 50 11859
=embar 112012 = = = o 5
Raizes-Ware Frey, ] MoiNIN4 DS000 3000 £2%,500 100 e
=embar M Mo NS00 HO000 525,000 100 46,357
dirw E Gocbehers, M C 014 1S000  SO0,000 #2%,500 50 20081
i M C WIHEIE DS000  SO0000 825,000 50 EFR
dimel P Lebmann, Mo0iNIN4 DS000 Ha000 525,500 100 3,400
- 7] Mo NS00 HO000 £2%,000 100 46,357
Wislfgang Mayrheber, N0 = = = - =
Rt maon M c WINT  IE000 0000 825,000 50 20538
Helmut Panke, ] MoiNIN4 15000 3000 A25,500 50 19,755
i 1] M 2012 335,000 00,000 629,000 50 24,452
Wil . Pamatt, € M WIN0IA 35000 350,000 A75,500 50 FETY)
W C M T 335,000 50,000 675,000 50 26,408
lsabolle oy, W M WINEIA 35000 300,000 A25,500 50 19,755
I ] M T 335,000 00,000 629,000 50 24,452
Baatrios Weder i Mavera, W Mo3iNIN4 1S0M &0000 725,000 50 229m
il M M 20122013 500 F000 575,000 50 22,456
Jorsaph Yam, M M o0iNIOI4 IS0M 30000 75,5600 50 18,184
W M M 20122013 335,000 50,000 579,000 50 22,456
Tolal 2013 7,625,000
Total 2012 7,625,000
Legend: C = Chalpanon of the respecthes Cormines, M= Memter of the nspectes Comnitis
Imm-mﬂ“u‘ﬁﬂ?HBH‘lh*ﬂI mies” I ibe *Finandal ifformation® mdion ol our Amnsal Report 20413, 3 Thess wew 'Ilmﬂﬂm
In office am 31 Decsmaber 3013 R Fancion] was appairied 7 The AGKI on I by 1013 _‘I.Iﬂ'ﬁ ook staned e se-eherdan ai the &GM an I by 2043, Thaeos: wene 1] Independent Boll membets i obice on 31
mﬂl‘.ﬁﬂl“ﬂmul Iy et it 1 19 AGM on 3 Mg 2077 and Erers Gebig i raot s5ang for re-eleciion at e AGM o 3 Mooy XI0D. 5 oo ave paie 0% I cash ane 50% I b bl
LB hams Fowes bes cam el 4o hawe 100% of their WHWLE“ 4 R 3013, shares vabed tl:HF'Immp‘udl.ﬂmlﬂmm_‘Iﬂ

g fags wm-mqmqn_p-d it 2 prioe disowant =f 15% dav 2 rew value-of CHF 1561 These shanes ane Aizdeed for four yeas. For 302, shares waloed 2t CHF 1508 (asewage prioe of LS5 shares i 51 Saier
Enchange aver he b 10 fathg days of Felnury 2013), and -npr-d wth 1 e dispunt of 15% for & e walue of CF 127 These shares ane bioched b bowrpears. = Mawber of shanes ks reduced bn case of the 100%

sadal oy pIfETS ¥ ] gtan o This pagment s asscied with the Vice Chadmear or the Senor indepencient Mecar funcize,
nespetively
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Total payments to BoD members

CHE grnpt whare indicated” For the year Tolal

Aggregate of all Bol members ma 13,654, 516
012 11,800 434

1 Lol cumencies an: covserted Inte CHF using the exthange mibes s desalled I “Moie 36 Cusency rarsiation mbes” I the *Fiaandal inkemation” section of cur Anmsal Repers 2093

Mumber of shares of BoD members on 31 December 2013/ 2012"

Hame, fuction on 31 December  Mumber of thares held Voting rights in %
Jaed A Webes, Chaitman® 2013 FTTE L] ann
20i3 200, 500 Qo
Wichel Demard, Vice Chairman 2013 150,412 a7
20i3 118,17 i1
Diaiel Sichoell, Sesice |=clependent Director 2013 151,184 T
20i3 148,149 a7
el Fancicni, member 2013 0 o)
20i3 = Q0
Raizer-Mar: Frey, membes 2013 208,044 a1
20i3 163,677 Qi
Ana £ Godbehers, member 2013 113,562 [T
20i3 i e Qi
Aaed P Lebmann, membe: 2013 185,970 ]
20i3 138,603 a7
Wacdfgang Maythubes, foe=er member” 2013 = o)
20i3 W45 i1
Helmut Panke, Sember 2013 162,244 [T
20i3 137,742 a7
Viillam G. Pamett, me=ber 2013 99,914 s
20i3 i 78 Qi
katele Somy, Sember’ 2013 24,452 i
20i3 a Qi
Beatvicn Weder di Masre, member’ 2013 22,49 i
3013 a Q0
Iosaph Ya=, =ember 2013 aBET oz
20i3 26,143 Qi
Tatal 2013 1,401,790 (1]
303 1,143,454 Qs

1 Thiss tatde Inchudes bioched and erniiocied shanes held by BoD memiers, Incieding sezied pamies. Ho options were gaied n 2013 and 2002 = Refn Francion| was appointed ot the & on 2 By 2013, Al & We-
e, sabele Aoy and Bexice Weser di Maur s appoinied at te AGW on 3 May 002, 3Vealigang Mayrhuber i nof stand for seelection at the AGM on 2 May 2013,
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Financial information
BS AG {Parent Bank)

Compensation paid to former BoD and GEB members!

CHE encept whan indicated”
Forthe year  Compessation
Former BoD members a3 o
1) i}
Aggeegate of all former GES memmbess” 2013 0
1) i}
Agegate of all former BoD and GEB membes 2013 0
2012 0

EDINETOOOO
00000000000 0O(E05852)
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Benefits Total

1] o

1] ]
FIE ) 17,809
25,465 15465
FIE ] 17,809
25,465 15465

1 Compensation or seTenestion that | oeneried wis S fosmer member's activiny on the BaD or GEE or that |s not at market conditens. 3 Local conendes are convesied Intn CHF using the eschange s as
detalled |n “Moir 35 Cumency rarstaton ses” In the “Anancil ikemasion® section inoer Anmual Repost 3003, 3 Indudies one fome 528 member In 2003 and 2002

Total of all vested and unvested shares of GEB members™*

of which
Total wested of which weting
24 W15 06 7 2018
Shares on 31 December 20113 0,708,791 1619974 1 6S2.BET  2ATISI0 1263412 1052598 745,404
2013 e 015 2016 2017
Shares on 31 December 2012 B1S2173 153,295 1811280 1652867 2373 5M 517,001 206, 191

1 Inchedes wiated paries.  : Indudes shavs ureder variakde
o thee * Debessd variable compensaion plans” section In s repoet for mone infosmation on 1ae plans.

Total of all blodked and unblodked shares of BoD members®

phans wi forfeiune prostsions The acual namier of shars vesting (n te future wil be ciolaied under the tems of the plans. Arler

of which
Total  usbledked iof which Blockad until

a4 s 006 217
Shares on 31 Detember 20113 1,401,290 201,088 204,752 216,451 124012 454937

13 04 2015 2016
Shares on 31 December 2012 1,142,654 56,624 32,118 204,752 231,501 47918
1 Incusies related parties.
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Vested and unvested options of GEB members on 31 December 20134 2012!

oh Total Total

on
¥ De- number of Bumber of Year of ‘Vesling Expiry Strike 31 De- number of Number of Year of Vesting

cember  optloas’ cpliens’ gant date e pice  cember  aoptlons’ optins’  grant M 0 pm
Sergio P. Enmott, Group Chief Executhve Cfficer Bobert | McCann, CBG Wealth Management Americas
2013 0 andl CEG UBS Group Amerlcas
2012 [} 2013 ]
2012 ]
Markus U, Diethelm, Group General Counsel
2013 0 ‘Tam Maratil, Group Chief Financial officer
2012 0 2013 BAT08T 145962 2004 01033007 3023014 USD3AZ
MWEDI0 2005 0103008 022015 USDALET
Johin A Fraser, Chalrman and CEO Global Asset Management 142,198 2006 01033009 FO2I0G  CHFTRS
2013 A4 170512 W04 01033007 2PO2.2014  USD3BAR 13,277 2000 0103300 2022017 CHETRED
02483 05 0033008 FRO2AIS  USD 4481 181,680 2008 0103301 MO2IIE  CHFISEE
213,140 206 01033008 ZRO0.016  CHFTLST 00000 2009 01033012 022009 CHFI13S
170512 207 01033010 022017 C(HFTAET 212 G35291 61047 003 FLOIIN0E NOLINE  USD RS
2012 SB4ST TASA 003 MLOEOE EIOLINE  USD 2253 4267 003 JE.022005 MMO2II USD 1953
170512 2004 01033007 3022014 USDIBIR 145,962 2004 01023007 17023004 USDEN
02483 2005 01033008 FMO2015  USDA4S1 166010 2005 01023008 JR022015  USD 441
213,140 06 01033008 FO2NIE  CHFTLST 145,108 2006 01033009 JRO2I0IG  CHFTISI
170512 2000 01033010 2802.017  CHFTAET 13,277 2007 0102200 8022017 CHFTRE?
181680 008 0102301 JRO2IOIE  CHFIS66
Lukas &5hwiler, CEO UBS Switzerland and CEO Retail & Corparate 0000 2009 01023012 27022019 CHF113S
2013 ]
2012 (] Andrea Orcel, CEC Imvestment Bank
013 ]
Ulrich Kimes, Group Chief Operating Officer and CEQ UBS Group EMEA 2012 ]
2013 ]
2012 (] Chi-ion Yoan, CEQ UBS Group Asia Pacfic
013 SIR0IS 6,200 2004 OLO3INOS ITOZEDIA CHFAAE
Phillp L Lofts, Group Chief Risk Offlcer 4267 004 27022006 ITO2IOI4  CHFAAX
2013 500,741 35508 04 01033005 FTO0M0M4  (MFAAER GG 004 OLO3I006 ITOZEDIA CHFAAE
1[5 04 01023006 FTO0014  CHFAAED 6,105 2004 OLO3I00T 102I0I4  CHFAAR
B/EN 04 01023007 FOLNI4  CHFAAE 0,659 J005 010RI006 JMOZIDIS  CHF4TSE
117080 2005 01033008 022015 CMFS232 0657 J005 01032000 JMO2I0IS  CHF4TSE
117227 06 01033008 FO2I0E  C(HFI2ST 0654 J005 01032008 JMOZIDIS  CHF4TSE
8525 2007 01023010 02017 CHFTRET 2316 006 01032007 JMOIIOM  CHFESST
T455 008 01023011 BOZI0IE  CHF 3566 2314 2006 01023008 JMOII0N  CHFESST
2012 536,173 9085 2003 01033004 HO1I013  CHF2TEN 1311 2006 01022009 JMOIIOW  CHFESST
5800 03 01023005 ELOINIE  CHFITEL BRI 2007 01033008 JOZIONT  CHFET.O0
9874 03 01023006 FLOIINI  CHFITE 8880 2007 01033000 023017  CHFETO0
1833 03 00304 02D CHF6IS BAB0 2007 01033000 02I0IT  CHFETO0
1830 2003 01033005 FE02I0ND  CMF26I9 452 2008 01032011 JBO2ION  CHFELAS
1830 003 010306 02NN CMFXID B[00 2009 0102 FOIIOND CHFI13S
1[5 04 0L0AIN05 FTOLMIE CHFMARR  am2 SI33F B64 2003 01023008 IO1I0I3  USD 3048
B/5 J04 0L0A06 FOLMNE  CHFAAR B6E2 2003 0LOZIO0S 3OTI0IE  USD IS
I/EN 04 0102007 FTOLMN  CHFAAR BA¥S 2003 O1OXI006 3013013 USDIAS
117,090 005 01O3I0R FO2AIS  CHFSZZ 4267 2003 28023005 MZIDI  USD 1953
117227 2006 01033008 JO22016  CHFTZS 3374 2003 01033004 JMOZIDIY USD 193
5525 007 O0L0330W MROLINT  CHFTRED 3371 2003 0ILO3I005 MOZIDIZ  USD 1953
74599 2008 01023011 JROJIIE  CHF 3568 3371 2003 01033006 JMOZIDIY LS 1953

1 This: tabie Inchesies all optians of GEB memiess, Incidag relaed parties. 7 Mo coneession rights ane sutstanding. 3 Sl 1 “Mate 9 Equity pariicipation and sther compenstion plans® in the “Aaandal informatizn®
section of eur Annual Aepert 2013 fer more infermatian,
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Financial information
BS AG {Parent Bank)

Vested and unvested options of GEB members on 31 December 20134 2012 {continued)

en Tetal on Tedal
N0+ numberof Mumbeof Yerof  Vestisg Exsity ke 31De  numberof Mumberof Wersf  Vesting Expiry Shrike
cember  oplions”  optiens’  grant date e pice  cember  options®  options’ grant date dete i
Chi‘Won Yoon, CEO LIBS Group fela Pactfic [continsed) Jiirg Tebines, CEO UBS Wealth Management continsed)
600 MO OL03INS 0004 CHF443D 230 006 OROSNOR CRO9I0IG  CHFESTE
411 N04 MORN0E 00004 CHF44ED 221 06 0R12008 ORAZINIE CHFETAD
6108 MO 010306 FTO0L0N4  CHF44ED 7005 3007 000308 02T CHFETO0
6105 04 0103007 02004 CHF44ED 7005 3007 00309 MO2INT  CHEETO0
10,650 005 0103006 MO22015 CHFATSE 7003 007 0030 MO2INT  CHFET.O00
10657 1005 010307 MO22015 CHEATSE 223 07 00032003 GLO3INT  CHFET.0R
10654 005 010308 MO2015  CHEATSE 26M M08 0I0ANN MO2IIE  CHFISEE
F3ME N06 010307 MMO22016  CHFESET w000 M09 MNOAMI2 OIS CHF1138
334 N06 0L0II08 MO22016 CHFESST 2012 00,083 457 2004 010307 JOZMMA  CHF4AR
NN M06 0L0AM0S MMOII0IE  CHFESET 7006 2005 OMOZI006 JMOZI0IS  CHEATSE
BEA1  MOT OL03N0E MOZFNT  CHFGTO0 7003 2005 00033007 JMOZIONS  CHFATSE
B8R0 007 01033005 MOZFNT  CHFETO0 7002 3005 OROZI008 JROZIOIS  CHEATSE
BEB0  OT OLOAII0 MOZINT  CHFGTO0 93 1005 04031007 OL03I0IS  CHFATES
620 000 O10N011 MMO2I0IE  CHEI2AS 1 05 0B0SI0T DEOGINIS  CHF45ST
0000 09 OLOAINZ FOZIG  CHFI135 149 05 08093007 009NN CHFS04T
127 05 06122007 05123015 CHFSA0a
Jibrg Zeltnes, CEO UBS Wealth Management 7006 3006 0L03I00T JROZIOIG CHFESST
011 00,082 4577 004 O103N007 IMO2X014  CHFA4IR 7002 3006 OLOZI00E JMO2I0NG  CHFESST
106 05 010306 MOZINS CHFATSE 7003 3006 00XI000 JMOZI0NE  CHFESST
701 M08 01033007 MOZFNS  CHFATSE 110 2006 03012008 02033006 CHFESSH
7003 005 01L03X08 MOZINS CHFATSE 242 006 0G052008 (G066 CHFG1EL
91 05 40107 0403015 CHEATAS 230 2006 0R093008 CB09I0ME  CHFESTE
61 005 0GO0GI0T OGOGIOIS CHFASST 21 2006 0AAZI00A 0EA2I0N6  CHFETEI
149 005 0G.09.2007 CS093015  CHF 5047 7105 2007 OLOLI008 2M02I01T  CHEETO0
127 005 05123007 05023015  CHF 5903 7105 2007 00033009 2OIONT  CHFETOO
7006 006 0103007 MOZI0ONE  CHFESST 7102 2007 0R0LI0N0 2MOXIOIT  CHFETO0
7003 006 010308 MOZIIG  CHFESET 223 2007 02033009 02033017 CHFETOR
7002 006 01031009 MOZI0ONE  CHFESST 43628 2008 010LIN1 200220 CHFXS6E
110 006 03033008 GXOIFOI6  CHFESST 0000 M09 010AN1Z HA2I0NW  CHF1135

43 06 09083008 (906006 CHFE1E4

1 This tabie Inclsfes 2 optizns of GEB memibess, inclordog related parties. 7 Mo conwezsion rights e surstanding. 5 Ak 1o “Mate 29 Equity parfiipation and sther compensation plans” In the “Fnandal informaszn®
section o aur Anrwsal Bepent 301 far more Inlzmatien.
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Loans granted to GEE members on 31 December 2013/2012°

CHE encant whare indicsted”

Mame, fusciion on 31 December LLoans?

Uksich Kdrmer, Gaoup Chief Operating Officer and CEQ URS Group EMEA {highest loam in 2013} 13 5,181,976

Markoes UL Diethelm, Group General Counsel {highest loas in 2012} a2 8.584.012

Aggregate of all GES memess W13 18, TELATE
a2 18, 882 820

1 Ko ksans have been grantes o selates) partios. of the GEB members at condibens not costomeny In the masiet. 7 Lol qumencics. e convesad (nin C+F using the eschange mtes as detalled In *Hoiw 36 Ceneagy
tramdation mes” Inthe “Anancial Information”™ sedion I oer Anmss| Fepost 7013 340 loans granted are seomed loars, moept for O6F 310,308 3012

Loans granted to BoD members on 31 December 201372012

CHE ecegt where indicated”
o 31 December Loang
Aggregate of all Bul members 013 1,520,000
012 550,000

1 Ko leans hawe been grantes o miates) partios. of the Bl members at conditens ot cessomeany In the maset. 7 Lol qumencies are convesed (nin CHF wsing the exchange mbes ac detaled In *Hoix 36 Cenmency
wramdation e Inthe “Anancial nformation™ sedion Iner Anmea| Repost 2012 240 loans granted are seoped loars. & CHF 1,520,000 for Reto Fandanl In 2013 CHF 500,000 for Michel Demard In 1013

CE]|

Fnancial information
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10,639.71 11,339.30 10,857.53 10,395.18 16,291.31
7,054.98 8,824.06 8,160.01 8,295.63 10,486.99
2013 12 2014 2014 2014 2014 2014
16,291.31 16,121.45 15,051.60 15,274.07 15,071.88 14,681.72
15,152.91 14,914.53 14,008.47 14,224 .23 13,910.16 14,006.44
2014 20 225 15,349.42
S&P500
( )
2009 2010 2011 2012 2013
1,127.78 1,259.78 1,363.61 1,465.77 1,848.36
676.53 1,022.58 1,099.23 1,277.06 1,457.15
2013 12 2014 2014 2014 2014 2014
1,848.36 1,848.38 1,859.45 1,878.04 1,890.90 1,923.57
1,775.32 1,774.20 1,741.89 1,841.13 1,815.69 1,867.72
2014 20 S&P500 1,962.87
NY 30
( )
2009 2010 2011 2012 2013
10,548.51 11,585.38 12,810.54 13,610.15 16,576.66
6,547.05 9,686.48 10,655.30 12,101.46 13,328.85
2013 12 2014 2014 2014 2014 2014
16,576.66 16,530.94 16,321.71 16,457.66 16,580.84 16,717.17
15,739.43 15,698.85 15,372.80 16,065.67 16,026.75 16,374.31
2014 20 NY 30 16,947.08
50
( )
2009 2010 2011 2012 2013
2,992.08 3,017.85 3,068.00 2,659.95 3,111.37
1,809.98 2,488.50 1,995.01 2,068.66 2,511.83
2013 12 2014 2014 2014 2014 2014
3,111.37 3,168.76 3,157.48 3,172.43 3,230.33 3,246.24
2,921.92 3,011.45 2,962.49 3,004.64 3,091.52 3,149.79
2014 20 50 3,302.36
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To the General Mesting of

UBSAG, Zurich and Basdl

Basdl, 6 March 2014

Report of independent registered public accounting firm on
interna control over financia reporting

We have audited the internal control over financial reporting of UBS AG and its subsidiaries as of 31 December 2013,
based on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (1992 Framework) (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 345.

Our responsibility isto 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). 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 financia 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 itsinherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, UBS AG and its subsidiaries maintained, in al material respects, effective internal control over financial
reporting as of 31 December 2013, based on the COSO criteria.

We also have audited, in accordance with Swiss law, Swiss Auditing Standards, International Standards on Auditing and
the standards of the Public Company Accounting Oversight Board (United States), the consolidated balance sheets of UBS
AG and its subsidiaries as of 31 December 2013 and 2012, 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
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yearsin the period ended 31 December 2013, of UBS AG and our report dated 6 March 2014 expresses an unqualified

opinion thereon.

Ernst & Young Ltd

Jonathan Bourne Troy J. Butner

Licensed Audit Expert

Certified Public Accountant (U.S))
(Auditor in Charge)
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To the General Mesting of

UBS AG, Zurich and Basdl

Basel, 6 March 2014

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 2013 and 2012, 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 2013 on pages 350 to 505.

Board of Directors responsibility

The Board of Directorsisresponsible for the preparation and fair presentation of the consolidated financial statementsin
accordance with International Financial Reporting Standards (IFRS), asissued by the International Accounting Standards
Board, and the requirements of Swisslaw. 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 Directorsis further responsible for selecting and
applying appropriate accounting policies and making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility isto 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). 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 statementsin 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 financia statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide abasis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in al material respects, the financial
position of UBS AG and its subsidiaries at 31 December 2013 and 2012, and the consolidated results of operations and the
cash flows for each of the three years in the period ended 31 December 2013 in accordance with IFRS, as issued by the
International Accounting Standards Board, and comply with Swiss law.
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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
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), the internal control over financia reporting of UBS AG and its subsidiaries as of 31 December 2013, based on
criteriaestablished in Internal Control  Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission (1992 Framework), and our report dated 6 March 2014 expresses an unqualified opinion on the
effectiveness of the Group’s internal control over financia reporting.

Ernst & Young Ltd

Jonathan Bourne Troy J. Butner

Licensed Audit Expert Certified Public Accountant (U.S.)
(Auditor in Charge)
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To the General Mesting of

UBSAG, Zurich and Basdl

Basdl, 6 March 2014

Report of the statutory auditor on the financia statements

As statutory auditor, we have audited the accompanying financial statements of UBS AG, which comprise the balance
sheet, income statement and notes on pages 510 to 531, for the year ended 31 December 2013.

Board of Directors responsibility

The Board of Directorsis responsible for the preparation of the financial statements in accordance with the requirements of
Swiss law and the company’s articles of incorporation. This responsibility includes designing, implementing and
maintaining an internal control system relevant to the preparation of financial statements that are free from material
misstatement, whether due to fraud or error. The Board of Directorsis further responsible for selecting and applying
appropriate accounting policies and making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility isto 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 disclosuresin the financia
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 statementsin 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 abasis for our
audit opinion.

Opinion
In our opinion, the financial statements for the year ended 31 December 2013 comply with Swiss law and the company’s
articles of incorporation.

Report on other legal requirements

We confirm that we meet the legal requirements on licensing according to the Auditor Oversight Act (AOA) and
independence (Art. 728 Code of Obligations (CO) and Art. 11 AOA) and that there are no circumstances incompatible with
our independence.

In accordance with article 728a paragraph 1 item 3 CO and Swiss Auditing Standard 890, we confirm that an internal

control system exists, which has been designed for the preparation of financial statements according to the instructions of
the Board of Directors.
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We further confirm that the proposed appropriation of available earnings complies with Swiss law and the company’s

articles of incorporation. We recommend that the financial statements submitted to you be approved.

Ernst & Young Ltd

Jonathan Bourne Thomas Schneider

Licensed Audit Expert Licensed Audit Expert
(Auditor in charge)
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