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2011 2012 2013 2014 2015

27,788 25,423 27,732 28,026 30,605
(30,931) (28,298) (30,868) (31,196) (34,066)
22,482 27,216 24,461 25,557 25,198
(25,025) (30,294) (27,228) (28,447) (28,048)
5,307 -1,794 3,272 2,469 5,407
(5,907) (-1,997) (3,642) (2,748) (6,019)
UBS AG 4,138 -2,480 3,172 3,502 6,235
(4,606) (-2,760) (3.531) (3.898) (6.,940)
1,416,962 1,259,797 1,013,355 1,062,327 943,256
(1,577,220)| (1,402,280)| (1,127,965)| (1,182,476)| (1,049,938)
UBS AG 48,530 45,949 48,002 52,108 55,248
(54,019) (51,146) (53,431) (58,001) (61,497)
18,361 16,491 20,608 22,902 29,433
(20,438) (18,356) (22,939) (25,492) (32,762)
383 384 384 384 386
(426) (427) (427) (427) (430)

UBS AG
9.1 -5.1 6.7 7.0 11.7

Tier 1
15.3 18.5 19.9 19.5
Tier 1

9.8 12.8 14.2 15.4
18.9 22.2 25.6 24.9
11.4 15.4 19.0 21.0
261,800 228,557 221,150 212,609
(291,410) (254,407) (246,162) (236,655)
258,113 225,153 217,158 208,186
(287,306) (250,618) (241,719) (231,732)
-14,241 67,160 54,374 7,231 1,997
(-15,852) (74,756) (60,524) (8,049) (2,223)
19,377 -14,879 5,457 2,596 -8,434
(21,569) (-16,562) (6,074) (2,890) (-9,388)
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2,670 -38,110 -47,555 2,081 -5,573
(2,972) (-42,420) (-52,933) (2,316) (-6,203)
85,612 99,108 96,284 116,715 102,962
(95,295) (110,317) (107,174) (129,915) (114,607)
64,820 62,628 60,205 60,155 58,131
UBS AG /UBS AG
SRB 2012 12 31
2015 UBS AG
2013 2014
b)
)
( «C »
2011 2012 2013 2014 2015
5,440 -6,645 2,753 7,849 11,984
(6,055) (-7,397) (3,064) (8,737) (13,339)
18,023 17,374 17,074 18,297 15,263
(20,061) (19,339) (19,005) (20,366) (16,989)
846,085 775,687 715,917 777,893 477,045
(941,777) (863,417) (796,887) (865,873) (530,999)
40,174 33,176 35,437 42,376 51,728
(44,718) (36,928) (39,445) (47,169) (57,578)
383 384 384 384 386
(426) 427) 427) 427) (430)
UBS AG GAAP FINMA 2015/1
1862
1872 1998 29
2014 UBS UBS Group AG
UBS AG
UBS
too big to
fail TBTF
2014 12 UBS AG UBS AG UBS
UBS
2015 UBS AG 33 SESTA
UBS AG
UBS UBS AG 100
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UBS AG UBS Group AG
8001 45
Bahnhofstrasse 45, 8001 Zirich, Switzerland
2015 12 31 UBS AG 0.10
3,849,731,535 384,973,153.50
UBS AG
UBS AG
UBS AG
UBS AG
100.00 2015 12 31
2015 12 31 UBS AG UBS AG
UBS
AG UBS AG 2015 12 31
UBS AG UBS AG
@
30
€D 2015 12 31
)
10,235
13,611
5,058
2,277
5,243
21,707
UBS AG 58,131
@
2015 UBS AG 159 5,400 7,760
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UBS AG UBS AG
UBS AG UBS AG
2015 23 2,600 26 8,900
1,700 28 2,800
9,000
7,000
344 228
3.9 2.3
2014 2015
5,400 81 5,500
6,900 SIX
1,500 7,000 79 7,100
6,100 23 2,600
ALM
3,700 38 2,000
5,000 17 7,800
ALM
4,500

600 3,100
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2,300 8,500
4,700 51 4,200
9,400 400
6,500 25 3,200 2,000
1,800 6,300
8,100 3,700 3,800
4,800 7,100
900
22 8,900 6,500 1,900
3,700 20 2,400
ALM
70.5 67.0 68.2
64.5 55 65
99
228
3.9 2.3
298
234 344
129 2016
2015 12 31 400 9,470
250
160 90
130
100
2014 12 31 24.4 2015 12 31 26.4
28
30

86 84

35/636



2014 12 31
10,239
231 4,019
133 6,220
2015
2015
LRD
LCR
LRD

5,400

7,400 100
1.0 2.1
2014 2015
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2014
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300 67 7,900
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800 2,000
47 6,600
4,500
7,800 5,600
4,100
6,400
90.1 86.6
75 85
1.0 2.1
2014 12 31 10 330
200
50 3,510
34
2014 12 31 289
143 7,140

146 6,471
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1,100 16 8,100
2.3 2.4
38 7,700
6,600
38 1,100
22 7,000
4,400
5,900
4,500
4,000
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22 3,100 6,400
4,100
7,300
6,400
5,900
2014
300
6,000 9,900
3,600 7,800
57.0
50 60
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167 140 180

2.3 2.4
2014 12 31 5,206
2015 12 31 148 5,058
2015 2014 6,700 8,400
900 1,000
226

2015 330

2014 2015
19 200 20 5,700
5,600
19 200 20 100
9,100 18 4,700
800
5,400
25 2015 12 31
2014 12 31 65 2015
14 3,500 14 7,400
5,000 8,200
800 13 9,200
2014
4,300 2,900 1,900
400 400

9,700 2,500
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113
67
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21
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75.4
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5,200

0
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67

UBS

13

6,640

1,950
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2014
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60 70

6
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110
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61
34
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2014 8,400
2015 18 9,200
6,200 22 8,800
18 5,300
40
2015 12 31 630 2015
31.3 15
2014 2015
1,300 88 2,100
1,100
2,900
1,100 2015 4,300
2014 4,800 2014
83 1,300 9,700 88 1,000
6,800
200
14 6,300 17 69 2,900
2014 6,100 2015 9,600
2015 1,100 2014
2,000 16 2,900
20 65 2,200
18 5,500 200
23
29 6,400 32 2,000 2014
6,400 2015 1,400 2014
1,100 29 1,100
32 600
26 7,100 4,100 2014
3,000 2015 700
26 4,100 3,400
6,400 9,800
27 1,100
28 1,700 2015 7,600 2014
6,100 2014
900
25 5,900 24 4,100
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101.0 78.0 98.1
73.5 70 80
2015 ROAE 25.9 31.3
15
2015 12 31 110 1,600
40 2015 12 31 630
2015 700
850
VaR VaR RWA 30
SRB LRD 2015 12 31
2,680 3,250
2015 12 31 SRB BIS
SRB
31 8,900 29 6,000
12
2014 900
10 4,700
10 500 31 9,100
23
2014
2015
9,700 11 4,100
4,200 7,300
51 1,800 16 59 2,900

11
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36 5,900 39 6,200
2014 37 300
39 6,200
13 5,200 13 7,100
2014 400 13 4,800
13 7,100
10 8,900 10 4,600
12 8,900 15 8,100
14 5,900 35 19 6,700
1,100 3,900
14 2,000 19 5,600
2015 15
2015 12 31 2014 12 31 5,194
5,243
5,200
2015 1,800
10
5,900 4,100
2014 2015
2014 3,700 2015 4,100
4,400 7,800
ALM
2014

5,800
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81 5,100

3,900

2015
6,000
600
2015
1,600
3,800
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700
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82 1,500

5,400
1,600

72 3,100

10 5,900
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92 7,400
8,400
11 2,500 2015
2014 1,600
82 6,600
1,500
1,500
2,500
39 300 2015
2014 2,100
200
36
34 9,900
44 8,300
4,000
6,200
80 4,600
8,600
200
76 800
UBS
8,800
7,100
2015
3,000 2015
23,517 2015 12
47
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1,600
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2015 ALM
3,800
Tier 1 AT1
9,400
4,200
6,600 5,500
6,600 3,300
3,700 10 3,900
1,900
10
Tier 1
11 2,000 7,600
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5,300

ALM
ALM
ALM
300
2014 2015
2015
6,200
5,200
2,000
100

2014

2,700

200
2015
6,000
2,380
2014
2015 15 300
11 4,400 13 100
300
FVA  DVA 4,500
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800
11 4,400
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2014 5,200
2015
570
40
RWA
310
460
2015 12

PRV

2015

31

1,700 940
PRV 620
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90
70
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SRB
2015 12 31 SRB
SRB
77
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RWA PRV LRD
2015 2014 2015 2014 2015 2014 2015 2014
12 31 12 31 12 31 12 31 12 31 12 31 12 31 12 31
3.6 6.0 0.9 0.4 48.8 88.3 17.8 47.4
PRV 95
0.7 1.2 0.1 0.7 20.5 38.3 2.8 12.8
PRV 50
2021
0.5 1.0 0.4 1.1 1.4 3.7 7.0 13.7
2018
ABS
CDS 1.5 3.9 1.2 2.6 0.5 1.1 1.9 4.6
2018
APS ARS
2015
APS 12 31
APS A 0.9 0.9 2.8 3.0 - - 2.8 2.9
ARS
ARS Bal
PRV 95
2015 12 31 0.5 0.6 - - 3.4 4.2 2.5 2.8
CVA
1.8 2.8 1.5 3.4 4.0 5.1 11.3 9.2
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30.7 35.7 7.0 11.3 78.5 140.7 46.2 93.4
RWA
PRV oTC 2015 89 2014
179
SRB 2015 12 31 BIS
SRB
UBS AG UBS AG
UBS AG
UBS AG UBS
UBS AG
UBS 50
UBS AG
UBS AG
UBS AG
UBS AG
2015 12 31
UBS
RWA
RWA
Tier 1
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AG UBS AG
UBS AG

UBS AG
UBS AG UBS AG

UBS AG UBS AG UBS AG

UBS AG
UBS AG UBS AG UBS
UBS AG
UBS AG
UBS AG
UBS AG 2015
UBS AG UBS AG UBS
AG 2015 14 UBS AG
UBS AG

UBS AG

UBS AG UBS Switzerland AG

Aktiengesellschaft 45

Bahnhofstrasse 45, Zurich

UBS AG UBS AG 2014 2014 2015

31 UBS AG 100,000

2015 12 UBS
AG 1,000 2015 21 UBS AG  FINMA
2015 14 UBS AG
UBS AG
Swiss Federal Act on Merger, Scission, Conversion and
Transfer of Assets and Liabilities 69
UBS AG UBS AG UBS AG
2015

2015 UBS AG

UBS AG

UBS AG UBS AG
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UBS AG
UBS AG
UBS AG
UBS AG
UBS AG
UBS AG
UBS AG
32
2015 12 31
UBS
UBS AG
UBS AG UBS AG
UBS AG UBS
AG UBS AG
UBS AG UBS AG
UBS AG
UBS AG UBS AG UBS AG
SRB UBS AG
2 2

2015 2015 2014 2015 2015 2014
12 31 12 31 12 31 12 31 12 31 12 31
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Tier 1 4.5 4.5 4.0 9,567 9,567 8,846
Tier 1
5.3 15.0 15.9 11,252 31,948 35,244
0.2 0.2 0.1 356 356 322
2.8 4.9 4.7 6,020 10,325 10,451
Tier 2 0.5 0.9 996 2,050
12.6 249 25.6 26,839 52,837 56,591
12.6
SRB UBS AG 14.4
SRB SRB
Tier 1
SRB UBS AG
2015 12 31 2014 12 31 2015 12 31 2014 12 31
Tier 1
Tier 1 41,516 44,090 32,042 30,805
Tier 1
0 0? 1,252 0
Tier 1 41,516 44,090 33,294 30,805
Tier 2
10,325 10,451 10,325 10,451
996 2,050
Tier 2 11,321 12,501 10,325 10,451
52,837 56,591 43,619 41,257
Tier 1 19.5 19.9 15.4 14.2
Tier 1 19.5 19.9 16.0 14.2
24.9 25.6 21.0 19.0
212,609 221,150 208,186 217,158
Tier 1
Tier 1
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2015 12 31 UBS AG UBS AG 38
AT1 49 Tier 2
Tier 1 20
Tier 1 20
AG
AT1 49 2015 UBS AG AT1
2015 2014
DCCP 10
Tier 2 AG
2013 DCCP
UBS AG UBS AG UBS AG
UBS AG
UBS AG UBS AG 2015 12 31
10
SRB UBS AG UBS AG
2015 12 31
UBS AG UBS AG UBS AG UBS AG
Tier 1
Tier 1 40,378 41,516 (1,138) 30,044 32,042 (1,998)
Tier 1
3,828 0 3,828 3,828 1,252 2,576
353 0 353 2,326 0 2,326
Tier 1 4,181 0 4,181 6,154 1,252 4,902
Tier 1 44,559 41,516 3,043 36,198 33,294 2,904
Tier 2
912 912 912 912
10,325 10,325 0 10,325 10,325 0
996 996 0
Tier 2 12,233 11,321 912 11,237 10,325 912
56,792 52,837 3,955 47,435 43,619 3,816
Tier 1 19.0 19.5 (0.5) 14.5 15.4 (0.9)
Tier 1 21.0 19.5 1.5 17.4 16.0 1.4
26.8 24.9 1.9 22.9 21.0 1.9
212,302 212,609 (307) 207,530 208,186 (656)
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2015 12 31
UBS AG UBS AG UBS AG UBS AG

55,313 55,248 65 55,313 55,248 65
1,995 1,995 0 1,995 1,995 0
IFRS 57,308 57,243 65 57,308 57,243 65
(1,995) (1,995) 0 (1,995) (1,995) 0
(50) (50) 0

40 (20) 20) 0
(7,468) (7,468) 0

40 (2,988) (2,988) 0
(702) (657) (45) (2,598) (2,414) (184)
(2,618) (3,339) 721 (6,545) (6,545) 0
(323) (323) 0 (323) (323) 0
(1,638) (1,638) 0 (1,638) (1,638) 0
(1,383) (1,383) (1,383) (1,383)
(442) (442) 0 (442) 442) 0
(402) (402) 0 (402) (402) 0
(83) (83) 0 (83) (83) 0
(130) (130) 0 (130) (130) 0
(3,188) (3,434) 246 (3,188) (3,434) 246
(1,018) Q@) (741) (1,018) Q@) (741)
Tier 1 40,378 41,516 (1,138) 30,044 32,042 (1,998)
3,828 1,252 2,576 3,828 1,252 2,576
2,326 2,326 2,326 2,326

1,954 1,954 0

(3,927) (3,206) (721)

Tier 1 4,181 0 4,181 6,154 1,252 4,902
Tier 1 44,559 41,516 3,043 36,198 33,294 2,904
Tier 2 12,233 11,321 912 11,237 10,325 912

56,792 52,837 3,955 47,435 43,619 3,816
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SRB UBS AG
SRB SRB
1 2,3 2,3
2015 2015 2014 2015 2015 2014
12 31 12 31 12 31 12 31 12 31 12 31
Tier 1 1.1 1.1 1.0 9,769 9,769 9,658
Tier 1
1.2 3.5 3.4 11,126 31,747 34,432
0.7 1.1 1.0 6,146 10,325 10,451
3.0 5.7 5.4 27,041 51,841 54,542
4.5 24 5.1 24 2.8 24
3.0
3.5 SRB
SRB Tier 1
SRB
2015 12 31 BIS
BIS
UBS AG UBS AG 2015 12 31 SRB
FINMA
SRB BIS
2015 12 31 UBS AG SRB UBS AG
0.4 0.5
UBS AG Tier 1
38 40
UBS AG UBS AG 2015 12 31

10

73/636



EDINETOOOO

00000000000 0O(E05852)

oooooog
SRB UBS AG UBS AG
2015 12 31
UBS AG UBS AG

IFRS 942,819 943,256 437)
IFRS ! (16,763) (16,822) 59
2 (300,834) (300,834) 0
625,222 625,601 379)
2 128,866 128,866 0
2 120,086 120,086 0
41,132 41,211 79)
SRB Tier 1 (11,291) (11,246) 45)
904,014 904,518 (504)
SRB Tier 1 (6,407) (6,268) (139)
897,607 898,251 (644)
Tier 1 40,378 41,516 (1,138)
15,418 10,325 5,093
Tier 1 55,796 51,841 3,955
SRB 6.2 5.7 0.5
Tier 1 30,044 32,042 (1,998)
17,391 11,578 5,813
Tier 1 47,435 43,619 3,816
SRB 5.3 4.9 0.4

1 IFRs 2

74/636



EDINETOOOO
00000000000 0O(E05852)

ooooooo
UBS
UBS AG 2015 62 300 2014
34 6,600 54 8,900
24 6,100
25 7,800
15
700 5,100
9,800 11 8,000
2014 2015
54 8,900 24 6,100
25 7,800
15 700
5,100
(IFRS)
SEC GAAP
2015 5,300
7,800
2,500 8,800
SIX 8,100
Markit 1,100
5,700 12 3,500
2,100 1,100
2014 9,200
4,400 4,300
4,800 7,700
4,100
27 6,600 56 3,500
18 3,000 295 2,600
18 1,600
15 700
10 4,000 238 9,100
4,800
UBS AG

3,000 2016

751636



ALM
280 2,700
18 3,000
18 1,600
6,400
20 7,700
2015
5,300
2015
6,000 2014
18 1,600 119 2,100
2016 IFRS 9
2018
6,100
15 3,700
26 1,300
51 8,600
ALM
4,800
9,100
2014
FVA/DVA 4,500
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1,700 7,800
6,800 200
3,700
9,500
6,400 171 4,000
1,500 78
5,800
2,400
5,000
3,200 11 700
1,200
2,400 2014
6,500
5,800
2015
9,200
UBS
5,100 251 1,600
7,700
12 3,500 3,300
6,000 2,500
7,500
2014 2015
2015 10 4,000

238 9,100
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1,300

15 700
4,800
100 159 8,100
2,700 6,000
155 4,200
5,400
9,700
7,200

6,700 35 5,200
1,300 4,100

12 8,000 81 700
6,100

15 700
2,200
2014
2,000 1,500
IT
2014 2,300
6,600
300
1,200
2,000
8,300
1,300
2015
6,900

9,800
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4,800

59 7,000

2,400

26 1,300

17

2,000

700

14 6,700



2016

3,900
3,000
7,600

2016

22 25

2015 12 31

2016
2016 16
50 25 2016
2020 18 17
2,500
UBS AG
UBS AG UBS AG
UBS
oClI
2015 UBS AG
56 9,800 600

2015 0Cl

900

oClI 3,100
9,000
0Cl 6,300
oClI

oCl
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Tier 1

ocl 9,800
DBO
ocl 20 200
ocl 8,800
4,400
ocl 5,300
ocCl 12 1,200
ocl ocl
12 6,500
4,200
2014 UBS AG
UBS AG
3,200
UBS AG
2015 SESTA
100 UBS AG
7,600
UBS AG
8,000 2017
1,000
2015 91.0 81.8
89.8 80.6
RoTE 8.2
8.6
2015 10
Tier 1
Tier 1
Tier 1 11 1.1

14.5 13.0
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ocClI
2015
0Cl 2,100
DBO
2,300
0Cl 500
2015
2015
2015 8,300
2015 300
UBS AG UBS AG
AG
2016
2018
75
2015 13.7
2015 13.7
90
2015 12 31



RWA
2015 12 31 2,075
RWA
42
44
FINMA
SRB LRD
9,780 800
390
130
2015 12 31
11 9,430
PRV
7,560
390
PRV 260
110
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RWA 16
2015
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9,500 2015
240
2014 12 31 1,200
PRV
190
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750 940
PRV 620
PRV 570
90 40 70
ALM
ALM 2,380
80
30 1,200 1,410
50 610
30 230
130
ALM
130 2015 12 31 910
40 3,120
120
60
930
ALM

30

180

140 1,240
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290
900 1,670 920
1,620
50
630
60 50
330 10
200
3,900
61
40
1,350 Tier 1
70
60 20
2015 12 31 UBS AG 506 800 47
500 553 1,300 UBS AG
62 300 56 9,800
oClI 600 oClI
3,100 ocClI 900

oCl 6,300
9,800
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UBS AG 27 6,000
200
UBS AG
6,300
2015 UBS AG SESTA UBS AG 100
UBS AG 17 2,400
IFRS
SE
2015 UBS
2014 12 31 149 2015 12 31 133
2015
2014 4,900 2015 200

2014 12 31 2,300 2015 12 31 3,500
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60
2015 12
31
2015 12 31 1,520
680 840
2015 12 31
480
2015
17
2014 12 31 137 2015
12 31 1,030
2015 70

31

34 70
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2015
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2014

66

204

56

34

76

26

32

SRB

84

66

88

33

72

28
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36
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18
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UBS

UBS

2015

UBS AG UBS

2015 12 31 30

2015
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LIBOR

Analyze Protect Detect
Respond/Recover

2011

2016

GIA

BoD
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CST 2015

GEB
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2015 12 31

2015 12 31
12 2,600

0.4
2015 12 31

2014 4,300

2015 12 31
2,700
600

IFRS

0TC

2015 12 31
ALM

4,850

20
1,180 2015 12 31

2015 12 31

2015 12 31
60

LTV 56
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12 400
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800
200
ETD
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2014 4,970
2014 12 31
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95
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2014 12 31 470 2015 12 31 520
2015 12 31 96
2014 12 31 2014 12 31
81 2015 12 31 80
2015 12 31
76 84
LTV 58 2014
2009
30
16
2015 12 31 2,600 2,900
2015 12 31
2014 12 31 30 1,530
30 1,530
64 63
80 25 LGD
20
1,360 2015 94
66
18
52 53
2014 12 31 255
2015 12 31 244
EU
2015
2014 12 31 0.6 2015 12 31 0.7
2015 12 31 1,380

2015 12 31
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1,240
1,240 880
LTV 2014 12 31 52 2015 12 31
51 2015 LTV 2014
62 360
LTV 2015 12 31 56
2014 12 31 2015
LTV 2014 55 57
99 20
98 30
2015 12 31 10
2014 12 31
600 2015 12 31 690
M&A
2015 12
31
CDS 76 2014 13
7,600
2015 12 31
2015
2014 429 530 2015
63 59
50
2015 12 31
61
59
25
E&P 20

E&P
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2017 25
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ALM
130 970
ALM
140
SFT ETD
2015 12 31 40 450
220 SFT 140 ETD
80
SFT ETD
350
ALM
ALM
160
50
SFT ALM

140 ETD 60

104/636



uB

80

S

ORP
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60
LTV
60 80
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ORP LTV
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VaR
VaR
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VaR
VaR
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UBS
2015
2015

VaR 99
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VaR

VaR

VaR
VaR

VaR

2015

UBS

UBS

VaR
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VaR
2015 VaR
2015 VaR
VaR
VaR
VaR RWA
VaR RWA
VaR
FINMA VaR 2015 12 31
VaR
10
1,250
VaR
VaR VaR SvaR
10 99
SVaR
SVaR VaR
VaR
VaR
SVaR
2015 SVaR
SVaR
SVaR
SVaR RWA
SVaR RWA SVaR
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10
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2015

FINMA
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IRC
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99 VaR
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10 99
VaR
SVaR
RWA
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FINMA
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FINMA 105 92
RniV VaR RniV VaR
VaR SVaR RWA 2015 12 31
26
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IRC
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2014
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2015
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50
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100
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200
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NI
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2015
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17

20
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2008
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1,910 2015 12 31 144 2014 12 31 38 2013 12 31 2,862
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597 605 631 w

15,954 15,280 15,182 4

29 3 UBS
28
2015 12 31 2014 12 31 2013 12 31
458 327 156 32

2015 2014 2013 2014

12 31 12 31 12 31 12 31
928 1,005 1,044 ®)

IT 510 479 458 6
610 608 609 0

855 608 638 41

484 468 478 3

456 458 451 0

1,351 1,306 1,032 3

207/636



EDINETOOOO
00000000000 0O(E05852)

Ooooood
IT 1,742 1,603 1,340 9
1,087 2,594 1,701 (58)
195 248 628 1)
8,219 9,377 8,380 12)

208/636



EDINETOOOO

00000000000 0O(E05852)

0000000
! 22
2015 12 31 2014 12 31 2013 12 31 10
10 15 2 2015 12 31 2014 12
31 2013 12 31 760 319 548
32
2015 12 31 2014 12 31 2013 12 31
( )
230 46 93
329 1,348 455
476 409 342
(1,943) (2,983) (1,000)
( ) (908) (1,180) (110)
(
230
329
476
1,943
UBS AG
UBS AG

209/636



EDINETOOOO
00000000000 0O(E05852)

oooooog
2015 2014 2013
12 31 12 31 12 31
5,407 2,469 3,272
3,665 1,181 3,323
1,742 1,288 1)
21 1,135 519 687
(@)
(69) 68 (305)
107 325 58
(107) (285) (419)
@73) (384) (624)
519 1,069 1,245
29 5 32)
498) © 6
(2,419) (2,373) (859)
191 (183) 107
26 68 28
(908) (1,180) (110)
UBS AG

210/636



EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

211/636



EDINETOOOO
00000000000 0O(E05852)

ooooogd
131 2014 196
2014 52
2014
19 2014 246
2014
UBS AG
2015 12 31 2,094 2014 12 31 1,378
2015 12 31 2014 12 31
1
25,471 (18,378) 7,093 29,727 (22,271) 7,456
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1
2015 12 31 2014 12 31
PRV NRV PRV NRV
PRV NRV PRV NRY
2 3 4 3 3,5 2 3 4 3 3,5
otC
6 0.1 48.6 0.2 51.9  2,351.4 0.1 49.0 0.2 55.9 2,622.8
57.0 840.1 48.2 782.0  5,004.7  91.8 1,323.4  83.7 1,233.4  10,244.3
17.3 581.7 19.1 549.8 31.7 799.8  33.9 790.3
346.0 446.0
0.0 2.7 0.0 15.5 169.4 0.0 15.7 0.0 4.9 134.7
! 0.1 0.1 0.1 0.1
745  1,493.1 67.6  1,309.3  8,771.4  123.7 2,187.9  117.9  2,084.5  13,447.7
oTC
6.1 152.7 6.0 165.7 1.1 238.1 11.3 245.8
0.6 5.0 0.6 4.1 0.4 3.8 0.4 5.1
0.0 4.2 0.0 0.1 0.0 6.5 0.0 1.6
6.7 161.9 6.7 169.8 11.5 248.4 1.7 252.4
oTC
17.8 727.6 16.6 673.9 20.6 817.6 19.2 741.4
38.3  1,420.9 37.6  1,330.1 62.2 1,626.3  62.3 1,554.0
9.5 496.8 9.3 478.0 15.6 667.3 16.0 601.4
8.1 14.8
0.0 3.4 0.0 4.6 0.0 4.9 0.1 3.7
7 0.0 0.0 0.0 0.0
65.7  2,657.7 63.5  2,486.6 8.1  98.4 3,116.2  97.6  2,900.5 14.8
oTC
0.0 0.0 0.0 0.0 0.1 0.1 0.0 0.1
2.9 64.1 4.3 87.0 3.4 58.5 4.7 70.0
4.8 59.1 6.7 92.6 6.4 71.7 8.9 115.4
30.0 27.9
4.3 107.2 5.2 126.0 13.4 4.8 109.4 4.8 124.2 10.1
! 5.0 4.9 4.9 4.8
16.9 230.3 21.2 305.6 433 195 2396 23.3 309.6 38.0
oTC
0.3 2.8 0.3 2.3 0.3 4.6 0.3 4.4
0.7 9.9 0.5 9.4 0.9 13.8 0.5 7.9
0.9 11.8 0.6 7.5 0.9 12.5 0.7 9.8
8.2 7.3
0.0 4.4 0.2 3.7 0.0 6.5 0.1 5.3
0.0 1.0 0.1 1.9 0.1 0.0 0.8 0.1 3.7 0.1
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! 1.5 1.5 1.4 1.4
3.4 30.0 3.2 2.6 8.3 3.6 38.1 3.2 31.1 7.3
8 0.1 9.6 0.2 16.7 0.1 11.4 0.2 12.9
8 0.2 20.1 0.1 6.4 0.2 16.1 0.1 9.1
IFRS
o 167.4  4,602.7  162.4  4,400.0  8,831.1  257.0 5,857.8  254.1  5,600.2  13,507.9
! 2015 12 31
PRV NRV
34 2014 12 31 PRV 65
NRV 78 2 pRy -
3
* NRV .
6
2015 12 31
2014 12 31
2015 12 31 158
2014 12 31 45 ! oTC
8
° 26
UBS AG
2015 12 31 oTC 53 2014 12 31
45 29 2014 12 31 34 18 2014 12 31
22 IFRS
UBS AG
UBS AG CDS
UBS AG
CDS CDS CDS
UBS AG
CDS
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UBS AG
CDS
2015 12 31
22 2014 12 31 27 68 2014 12 31 64
10 2014 12 31

PRV NRV PRV NRV
3.1 1.9 115.5 1.9 2.9 105.1
0.3 0.6 48.0 0.6 0.5 45.6
0.1 0.1 2.4 0.0 0.1 1.8
0.5 0.2 6.3 0.1 0.4 2.8
0.0 0.0 4.2 0.0 0.0 0.1

2015 12 31 4.0 2.8 176.4 2.6 8.9 155.3
2.7 2.4 152.8 2.2 2.5 132.8
1.4 0.4 23.6 0.4 1.3 22.5
PRV NRV PRV NRV
5.9 4.0 173.3 3.0 5.6 148.8
0.4 0.9 72.8 1.7 0.5 80.7
0.1 0.3 4.8 0.0 0.1 3.4
0.1 0.3 5.4 0.3 0.2 3.5
0.0 0.0 6.5 0.0 0.0 1.6

2014 12 31 6.5 5.4 262.8 5.0 6.3 238.0
3.2 5.0 245.5 4.6 3.0 220.5
3.3 0.4 17.3 0.5 3.3 17.4
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PRV NRV PRV NRV
0.8 0.3 27.3 0.2 0.6 19.5
1.9 1.3 78.0 1.2 1.6 68.3
0.4 0.8 55.3 0.9 0.9 58.9
0.8 0.4 15.8 0.3 0.8 8.7
2015 12 31 4.0 2.8 176.4 2.6 3.9 155.3
PRV NRV PRV NRV
1.4 0.5 32.8 0.3 1.1 23.5
4.0 2.9 156.4 2.6 4.4 144.3
0.2 1.1 53.2 1.3 0.3 56.7
0.9 0.9 20.4 0.8 0.5 13.5
2014 12 31 6.5 5.4 262.8 5.0 6.3 238.0
UBS AG CDS
CDS UBS AG UBS AG
CDS UBS AG
/
UBS AG
2015 12 31 UBS AG
0TC
16 19
UBS AG UBS AG UBS AG
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UBS AG
(
) UBS AG
UBS AG CDS
UBS AG (
)
2015 12 31 1,656
11 2014 12 31 2,236
37
2015 12 31 2014 12 31 2013 12 31
C ) 554 1,113 (1,123)
C ) (552) (1,111) 1,116
« D 2 2 @)
UBS AG
2015 12 31

327 2014 12 31 256

2271636



EDINETOOOO
00000000000 0O(E05852)

ooOoooOoo
2015 12 31 2014 12 31 2013 12 31
C ) (176) (694) 636
« ) 147 676 (625)
« ) (29) (18) 11
UBS AG
UBS AG 13
2015 12 31
2015 12 31
2,176 195 2014 12 31 4,521
1,262
2015 150
2014 87 2013 80
10 10
61 81 48 54 1
4 7 3 3 0
57 74 45 51 1
UBS AG 2015 12 31
170 79
2014 12 31 158 305
2015 12 31 55
2014 12 31 80
UBS AG
2015 12 31
112 2014 12 31 147 )
56
56
ocl
UBS

AG OCI
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UBS AG
0Cl
UBS AG OCI 2015 12 31
31 31 2014 12 31 143
143
2015 2014 2013
2015 12 31 UBS
AG
12
1
0 0 2 4 2 8
0 0 1 3 1 5
0 7 0 0 0 10
0 7 0 0 0 10
0 0 1 2 0 3
1
2015 12 31 UBS
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15
2015 2014
12 31 12 31

47,245 45,334

702 43

21,424 17,219

8,583 10,145

3,566 5,351

2,934 2,528

2,782 2,348

12,268 8,490

2,385 2,670

61,898 56,494

645 664

62,543 57,159

462 430
( a7 (64)
291 365

167 238
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16
IT 2015 2014
12 31 12 31
7,756 3,060 2,377 1,525 536 847 1,341 17,442 16,136
68 47 262 26 85 26 1,331 1,846 1,690
1 (181) 97) (750) (G4 (210) (30) 0 (1.322) (518)
220 194 21 888 9 27 (1,394) @5)° (359)
0 (36) (39) ©) ) ®) @ (108) 493
7,863 3,169 1,872 2,375 411 862 1,270 17,823 17,442
4,365 2,120 1,976 1,089 452 592 0 10,593 10,140
161 180 227 230 41 62 0 901 799
2 2 10 1 3 0 1 0 18 19
1 (157) (81) (748) 46)  (209) (29) 0 (1,270) (474)
() 1 (@) 0 2 14) 0 ©5)° 17)
A (25) (35) @ ) ) 0 an 326
4,356 2,206 1,420 1,275 276 606 0 10,140 10,593
3,4 3,506 963 452 1,100 135 256 1,270° 7,683 6,849’
! 2 2015
3
2015 12
31 ‘ IT
47 928 86
257 6
11
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2015 2014 2015 2014
12 31 12 31 12 31 12 31
9.0 9.0 1.7 1.7
9.0 9.0 2.4 2.4
11.0 11.0 2.4 2.4
9.0 9.0 2.4 2.4
2015 2014
12 31 12 31
6,368 756 833 1,589 7,957 7,283
30 30 30 17
(30) @ @ G2 @
(20) (20) (20) 0
©7) 5 2) (16) 114) 657
6,240 761 820 1,581 7,821 7,957
0 536 635 1,171 1,171 990
37 57 94 94 80
1 13 13 13 2
@ @ @ 0
(20) (20) (20) 0
5 (10) ®) (©) 99
0 578 675 1,253 1,253 1,171
6,240 183 145 328 6,568 6,785
! 2015 2014
2015 2014
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2015 12 31

1,359 3,490 44 1,476 6,368
0

Q) (23) (30)
0

(40) 25 (14) (68) Cp)
1,312 3,514 29 1,385 6,240
45 246 84 17 25 47
4 0 25 30
0 0

® (61) @13) ® @1 94

an @ 13)

(O] 0 (6) (€)) 12)
38 199 53 8 30 328
2016 93
2017 66
2018 56
2019 45
2020 37
23
9
328
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2015 12 31 2014 12 31
11,341 12,534
3,184 2,909
418 372
1,221 1,323
462 453
844 1,009
1,032 1,027
50 0
402 616
397 272
134 236
279 0
2,485 2,317
22,249 23,069
2b 1 8 4
32
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19
2015 12 31 2014 12 31
11,836 10,492
174,262 187,516
60,274 52,269
6,139 14,766
161,848 156,427
402,522 410,979
414,358 421,471
20
2015 12 31 2014 12 31
4,008 4,488
UBS AG 1,2 3,542 3,616
30,965 37,725
3,652 4,645
4 16,587 19,380
1,231 2,138
52,436 63,888
UBS AG 1.5 36,539 45,851
2,885 2,508
2,608 3,154
5,493 5,662
UBS AG 1.6 4,497 3,691
849 1,167
7 119 93
62,995 75,297
287) 302
! uBs AG 22015 12 31 100
4 2015 12 31 98 6
2015 12 31 35 !
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0000000
2015 12 31
1 2014 12 31
- 27b
2015 2014
12 31 12 31
2016 2017 2018 2019 2020 2021-2025
UBS AG*
2,873 1,912 776 279 302 1,623 2,938 10,702 12,891
23,148 5,314 3,559 2,839 3,286 2,838 8,839 49,824 58,643
26,021 7,226 4,335 3,118 3,588 4,461 11,777 60,526 71,535
2
29 58 179 17 34 164 513 993 1,473
260 484 188 122 127 178 116 1,475 2,289
288 542 367 139 161 342 629 2,469 3,762
26,310 7,768 4,702 3,257 3,749 4,803 12,406 62,995 75,297
1 uBs AG 2 UBS AG
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21
2015 12 31 2014 12 31
11,967 16,591
3,824 4,841
5,424 5,931
1 21,215 27,363
31,240 24,582
UBS AG 2 31,078 24,433
8,490 13,614
12,600 16,123
Tier1 0 1,197
Tier? 10,346 10, 464
Tier2 2,254 4,462
8,237 8,029
577 1,495
UBS AG 2 278 861
3 61,144 63,844
4 82,359 91,207
1 2
UBS AG 2015 12 31
100 3 42015 12 31 130 2014
12 31 25
UBS AG
UBS AG a 15 14
2015 2014 12 31 1,024
1,703
2015 12 31
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0000000
- 27b
2015 2014
12 31 12 31
2016 2017 2018 2019 2020 2021-2025
UBS AG*
13,064 6,334 8,004 4,036 4,340 4,375 0 40,153 59,327
0-6.4 0-5.9 0-6.6  2.4-4.0 0-4.9 1.3-4.0
10,014 3,721 963 939 239 0 2,08 17,907 11,296
918 414 0 0 0 8,772 2,497 12,600 16,123
3.1-5.9  4.1-7.4 4.8-8.8  4.8-7.8
23,996 10,468 8,967 4,974 4,579 13,147 4,528 70,659 86,746
2
3,936 728 791 742 732 3,592 1,171 11,692 4,460
0-8.3  0.3-8.1  0.4-3.7  0.5-2.9  0.1-2.8 0-3.4  0.4-2.8
0 0 7 0 0 0 0 8 1
3,936 728 798 742 732 3,593 1,171 11,700 4,462
27,032 11,196 9,765 5,717 5,311 16,740 5,699 82,359 91,207
1 uBs AG 2 UBS AG
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22
a
2015 2014
12 31 12 31

1 2 5
50 3,053 647 23 153 215 224 4,366 2,971
43 1,263 361 6 27 7 71 1,778 3,308
@ (166) (102) ®) (€} (18) (40) (337) (528)
@D (1,178) (287) 0 (28) () (133) (1,660)  (1,659)
0 0 0 0 5 0 0 5 0
0 0 0 9 0 0 0 9 8
(h) 7 5 0 2 ) (©) 3 266
47 2,983 624° 35 157% 198 120 4,163 4,366

1 2

32015 12 31 110 2014 12 31
116 2015 12 31 514 2014 12 31 530
42015 12 31 94 2014 12 31 98
2015 12 31 62 2014 12 31 55
5
22b
b
UBS
UBS UBS AG
UBS UBS UBS
UBS
UBS UBS
UBS UBS
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UBS
€Y
(b)
UBS
22a
LIBOR DOJ
NPA
DOJ UBS AG LIBOR
203
NPA UBS
UBS
UBS AG Capital management
1
2015 2014
12 31 12 31
ALM
188 209 92 53 1,258 312 0 941 3,053 1,622
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114 372 0 0 17 15 0 744 1,263 2,941
(10) (19) ) ) (15) w 0 (115) (166) (395)
(36) (110) 5) (33) (675) (13) 0 (302) @,1749)  (1,286)
0 0 0 0 0 0 0 0 0 ()
(12) 7 (&) () 0 (©) 0 18 7 172
245 459 83 16 585 310 0 1,284 2,983 3,053
1
UBS
2013 UBS( )S.A. UBS AG
mise en examen
témoin assisté 2014
UBS AG UBS
11 caution UBS AG
Cour d*"Appel Cour de Cassation 2014
UBS AG
2015 UBS CEO
UBS AG
2016
UBS
2015 UBS( )S.A 2004 2008
2009 2012
40 2015 10
2013
UBS( )S.A.
10
UBS AG UBS
2015 UBS SEC
1982 TEFRA
UBS
UBS FIFA
UBS
2015 12 31
UBS
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2002 2007 UBS
RMBS
UBS UBS UBS RESI
( )
2004 2007 UBS RESI
800 RMBS
UBS RESI 2004
2007 190
UBS
2006 2008 15
RMBS UBS UBS RMBS 62
RMBS
RMBS 62 32
UBS
UBS
RMBS RMBS 30 UBS
RMBS
UBS UBS
UBS
UBS NCUA
RMBS
SDNY
11.5 SDNY
400 2016 UBS NCUA SDNY NCUA
UBS 33
SDNY
SDNY
RMBS UBS RMBS
UBS UBS
41 UBS
20
UBS
2012 RMBS UBS RESI
RMBS 20
SDNY 2015
UBS

245/636

2015



EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

UBS
2016
RMBS UBS RMBS RMBS

246/636



EDINETOOOO
00000000000 0O(E05852)

OooooOodd
2015 12 31 2014 12 31
849 817
662 239
(94) (120)
(199) &7
1,218 849
2014 UBS 1989
FIRREA 2005 2007
UBS RMBS 2015
UBS  FIRREA RMBS NYAG
UBS
DOJ SIGTARP SEC 2009
2015 12 31 1,218
L BMIS
UBS AG UBS( )SA UBS
FINMA CSSF
BMIS BMIS
17
BMIS
UBS
UBS UBS( )SA
UBS
2009 2010
UBS UBS UBS
890 305 BMIS
564 370
UBS UBS
2010 2014
2015 UBS
BMIS 2010
UBS 20
UBS 2011  SDNY  UBS
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2013
2015 UBS
UBS
UBS
UBS
UBS
2014 2008
UBS
UBS PR
2014 UBS
2013 UBS
2.1
2015 SEC
UBS PR
UBS PR SEC 15
FINRA
7.5
FINRA
DOJ
2011
UBS PR
40

UBS

BMIS
BMIS
SDNY UBS
2015
UBS 49 15.
374
2014
UBS
2014
UBS PR
2015
UBS PR 2013 12 UBS
OCFI
OCF1
1.68
FINRA 2013
1.18
18.5 UBS PR
SEC
UBS PR
UBS PR UBS PR
2008
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2014
2014 12 BMIS
UBS
UBS
16
UBS
2015
2006
UBS 3.5
63
11
USB PR
75
30
800
2013



2013 SEC

2008
SEC
UBS
SEC
2015

2015

UBS

UBS

LIBOR

UBS

FINMA

ASIC

KFTC

UBS

2014 UBS

UBS

FCA

2015
UBS AG

DOJ

UBS AG

2009
UBS 2012

2008

2016

2

2013

WEKO

WEKO

UBS AG

NPA

UBS
2012
UBS PR
2012

015 12 31

DOJ SEC
FCA
SFO
HKMA
CADE

FCA CFTC
UBS
234 CFTC

134

UBS
18 1343
UBS AG
UBS AG
2001
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2016 UBS AG
NPA NPA
UBS DOJ
UBS AG
UBS AG
UBS WEKO
UBS AG
2015 10 UBS AG UBS V10 UBS AG
SEC
CFTC
2013 11 UBS
2015 2003
UBS
CEA
2015
UBS
UBS 141
2015 1974 ERISA
UBS
ERISA
ERISA
2015 UBS
CEA
LIBOR SEC CFTC DOJ FCA SFO
MAS HKMA  FINMA
LIBOR
UBS LIBOR
2012 UBS FSA CFTC DOJ
FINMA UBS UBS 14
FSA 160 CFTC
700 DOJ 500 FINMA 59
UBS UBSSJ DOJ
LIBOR UBS DOJ NPA
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500
2012 12 18 UBS
DOJ
2015 12 18 UBS AG NPA
2015 NPA UBS
LIBOR
2014
EC 12.7
MAS  HKMA
CFTC ASIC
UBS LIBOR TIBOR
DOJ WEKO EC
WEKO LIBOR
UBS
DOJ
LIBOR
UBS
LIBOR TIBOR LIBOR EURIBOR
ISDAFIX
2013
CEA
2014
2015
EURIBOR LIBOR LIBOR
2014 ISDAFIX
2006 2014
CEA
UBS
2007 UBS
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UBSSJ
NPA
UBS
NPA
DOJ
203
2016
UBS
UBS EC
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LIBOR
DOJ
LIBOR
LIBOR LIBOR
LIBOR
TIBOR
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CEA
SDNY UBS
2015 12 31
UBS
2012 UBS
FINMA
UBS FINMA
UBS
2015 12 31
UBS
UBS
UBS BTG BTG UBS
2009 BTG
24 BTG
UBS 2006 12 2009
UBS 2006
2015
CDS
2013 EC UBS CDS
1SDA 2006
2015 12 EC UBS
1SDA EC
DOJ UBS
UBS 12 1SDA
SDNY CD
CDS
2015 UBS
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2015 12 31 2014 12 31
45,306 38,633
15,718 17,643
5,122 5,414
2,827 2,583
1,559 1,457
736 1,374
504 707
803 1,054
810 642
446 420
210 259
1,438 1,327
2,492 2,472
235 0
1,343 1,820
74,606 70,302
4 2
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Dayl
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UBS AG

UBS AG
- 24d
01C
UBS AG
(
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UBS AG
24e 24h UBS AG
d
Day1l
Day1l
Dayl
Dayl
2015 12 31 2014 12 31 2013 12 31
480 486 474
C ) 268 344 694
« ) 321) (384) (653)
® 35 (29)
421 480 486
2015 UBS AG
2015 FTP
UBS AG
UBS AG UBS AG
MTN
UBS AG UBS AG MTN
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FTP 2015
OCA
UBS AG UBS AG
CDS
2015 2015
630 260

OCA

UBS AG
2015 12 31 2014 12 31 2013 12 31
«C ) 553 292 (283)
C ) 287 (302) G77)
0TC funded
CVA
CVA
FVA
LIBOR
CVA 0CA
UBS AG 2015 FTP
0CA FVA
40
FVA
CVA
DVA DVA
UBS AG

2014 FVA UBS AG FVA DVA
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UBS AG
UBS AG
) 2015 12 31 2014 12 31
0.3) (0.5)
0.2 (0.1
0.0 0.0
0.8) 0.9
(0.5) 0.5)
©.3) 0.9
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2015 12 31 2014 12 31
96.4 21.9 2.1 120.4 101.7 27.2 3.5 132.4
12.9 3.8 0.0 16.2 8.8 4.7 0.0 13.6
0.2 8.1 0.7 9.0 0.6 11.0 1.4 12.9
0.0 1.8 0.8 2.6 0.0 2.2 1.1 3.2
6.1 5.7 0.2 11.9 6.7 6.4 0.3 13.4
0.0 1.0 0.2 1.2 0.0 1.5 0.6 2.1
62.4 1.5 0.1 64.0 68.8 0.8 0.1 69.8
14.8 0.7 0.1 15.5 16.8 0.6 0.1 17.4
0.5 164.0 2.9 167.4 1.0 251.6 4.4 257.0
0.0 74.4 0.1 74.5 0.0 123.4 0.2 123.7
0.0 5.4 1.3 6.7 0.0 9.8 1.7 11.5
0.3 64.9 0.5 65.7 0.7 97.0 0.6 98.4
0.0 15.9 1.0 16.9 0.0 17.7 1.9 19.5
0.0 3.4 0.0 3.4 0.0 3.6 0.0 3.6
0.2 2.3 3.3 5.8 0.1 0.9 3.5 4.5
0.0 2.3 1.7 4.0 0.0 0.8 1.0 1.7
0.0 0.0 1.5 1.6 0.0 0.1 2.4 2.5
0.2 0.0 0.1 0.3 0.1 0.0 0.1 0.3
34.2 27.7 0.7 62.5 32.7 23.9 0.6 57.2
31.1 2.0 0.0 33.1 30.3 2.8 0.0 33.1
3.0 22.2 0.0 25.2 2.2 16.9 0.0 19.1
0.0 0.1 0.1 0.2 0.0 0.1 0.2 0.3
0.0 3.4 0.0 3.4 0.0 4.0 0.0 4.0
0.1 0.0 0.5 0.6 0.2 0.1 0.4 0.7
3.7 0.0 0.0 3.7 5.8 0.0 0.0 5.8
0.3 0.1 0.1 0.4 0.0 0.1 0.2 0.2
135.2 216.0 9.0 360.3 141.4 303.5 12.2 457.1
2015 12 31
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2015 12 31 2014 12 31
25.5 3.5 0.2 29.1 23.9 3.9 0.1 28.0
6.0 0.8 0.0 6.8 7.0 1.2 0.0 8.2
0.0 2.4 0.1 2.5 0.1 2.4 0.1 2.6
0.7 0.1 0.0 0.7 1.1 0.1 0.0 1.2
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
18.8 0.2 0.0 19.1 15.7 0.1 0.0 15.9
0.6 158.5 3.3 162.4 1.1 248.1 5.0 254.1
0.0 67.2 0.3 67.6 0.0 117.3 0.6 117.9
0.0 5.4 1.3 6.7 0.0 10.0 1.7 11.7
0.3 63.0 0.2 63.5 0.7 96.6 0.3 97.6
0.0 19.7 1.4 21.2 0.0 20.9 2.4 23.3
0.0 3.2 0.0 3.2 0.0 3.2 0.0 3.2
0.0 52.3 10.7 63.0 0.0 63.4 11.9 75.3
0.0 1.5 2.6 4.1 0.0 2.3 2.2 4.5
0.0 45.7 6.7 52.4 0.0 56.6 7.3 63.9
0.0 4.7 0.8 5.5 0.0 4.1 1.5 5.7
0.0 0.3 0.6 0.8 0.0 0.3 0.9 1.2
0.0 0.1 0.0 0.1 0.0 0.1 0.0 0.1
0.0 15.7 0.0 15.7 0.0 17.6 0.0 17.6
0.0 0.2 0.0 0.2 0.0 0.0 0.0 0.0
26.1 230.3 14.1 270.5 25.0 333.0 17.0 375.0
2015 12 31
2014 12 31
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2013
12 31
4.3 1.6) 0.9 1.4 (6.5) 5.2 0.0 1.0 (0.5) 0.1
1.7 0.1) ©.1) 0.9 1.2 0.0 0.0 0.2 0.2) 0.1
1.0 1.4 0.8) 0.2 “.1) 5.2 0.0 0.2 0.1) 0.1
1.0 0.0 0.0 0.1 ©.7) 0.0 0.0 0.5 0.3) 0.0
0.6 0.1) 0.0 0.2 0.5) 0.0 0.0 0.1 0.0 0.0
4.4 0.8) ©.3) 0.0 0.0 1.3 1.2) 0.0 ©.3) 0.2
1.1 0.3) 0.2) 0.0 0.0 0.6 0.2) 0.0 0.3) 0.0
3.1 0.5) 0.0 0.0 0.0 0.7 1.0 0.0 0.0 0.1
0.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
0.8 0.0 0.0 0.0 0.1 ©.2) 0.0 0.0 0.0 0.0 0.0
5.5 1.1 0.0 0.0 0.0 2.6 G.1) 1.1 (0.5) ©.2)
3.0 0.3 0.8) 0.0 0.0 1.1 (3.2 0.5 0.2) 0.1
0.9 0.1 0.1 0.0 0.0 0.1 0.2) 0.0 0.1) 0.3)
1.2 0.6 0.5 0.0 0.0 1.3 .3 0.3 0.2) 0.0
0.3 0.0 0.1 0.0 0.0 0.2 0.4) 0.3 0.1 0.0
4.4 0.7 0.6) 0.0 0.0 2.5 G.7) 1.4 (0.5) 0.2
2.0 0.1 1.2 0.0 0.0 1.0 2.4 1.0 0.2) 0.3
0.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.1) 0.0
1.5 0.4 0.4 0.0 0.0 1.5 1.2 0.3 0.1) 0.0
0.5 0.2 0.3 0.0 0.0 0.0 0.1) 0.1 0.0 0.1
12.1 0.5 1.3 0.0 0.0 7.4 7.4 2.0 G.2) 0.5
1.2 0.4 0.3 0.0 0.0 1.9 1.4 0.4 0.4) 0.1
7.9 0.9 0.4 0.0 0.0 3.7 (4.2) 1.2 2.6) 0.4
1.8 0.4) 0.1) 0.0 0.0 1.4 (1.5 0.4 0.2) 0.0
1.2 0.3) 0.7 0.0 0.0 0.5 0.4) 0.0 0.0 0.0
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2015 12
2014 12 3
31
1
35 (0.2 (0.4 0.7 (7.6) 5.4 0.0 0.9 (05 (0.1 2.1
1.4 0.0 0.0 0.5  (.0) 0.0 0.0 0.1 @1 (.1 0.7
1.1 (0.1) (0.3 0.1 (5.5 54 0.0 0.2 ©.3 0.0 0.8
0.6 0.0 0.0 0.1 (0.6) 0.0 0.0 0.2 @1 0.0 0.2
0.5 (0.1) (0.1) 0.1 (.5 0.0 0.0 0.4 0.0 0.0 0.4
3.5 0.0 0.0 0.0 0.0 0.8 (1.3 0.8 (0.4 (0.1 3.3
.0 (0.1) (0.1) 0.0 0.0 0.7 @2 08 (0.4 0.0 1.7
2.4 0.1 0.1 0.0 0.0 0.1 (.0) 0.0 0.0 (0.1 1.5
0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.1
0.6 0.0 0.0 0.0 0.1  (0.1) 0.0 0.0 0.0 0.0 0.0 0.7
44 (0.5 (0.1 0.0 (.1 1.7 (.9 0.7 (.5 (0.1) 2.9
1.7 (.1 0.2 0.0 0.0 0.9 (@1 01 @1 (0.1) 1.3
0.6 (0.1) 0.0 0.0 0.0 0.1 (0.1) 0.0 0.0 0.0 0.5
1.9 0.0 (0.3 0.0 @1 0.7 (@4 02 (©3 0.0 1.0
0.3 (0.1) (0.1) 0.0 0.0 0.0 (0.3 04 (©1 0.0 0.1
5.0 (0.4 0.0 0.0 0.0 1.0 (@2 05 (0.5 (0.1 3.3
1.7 0.3 0.6 0.0 0.0 0.0 (0.9 0.3 (@1 0.0 1.3
0.3 0.0 (.1 0.0 0.0 0.0 (0.1) 0.0 0.0 0.0 0.2
2.4 (0.4 (0.5 0.0 0.0 0.9 (@2 01 (4 (0.1 1.4
0.6  (0.2) (0.1 0.0 0.0 0.1 0.0 0.1 0.0 (0.1) 0.3
11.9 0.6 0.0 0.0 0.0 6.1 (6.7) 1.3  (@.2) (0.3 10.7
22 (0.1 0.0 0.0 0.0 1.1 (0.2 01 (04 0.0 2.6
7.3 0.5 0.1 0.0 0.0 3.8 (4.2 1.3 (1.9 (0.2) 6.7
1.5 0.2 (0.1 0.0 0.0 1.2 (@20 0.0 0.0 (0.1) 0.8
0.9 0.0 0.0 0.0 0.0 0.0 (0.3 0.0 0.0 0.0 0.6
Loots 12 31 90 2014 12 31 122 2015 12
31 141 2014 12 31 170
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2015 2014 2015 2014 2 3 12 31
12 12 12 12
3 3 3 3
1 1
0.7 1.4 0.1 0.1 0 134 8 144
2.6 2.2 0.0 0.0 6 100 80 101
30 252 37 138
1 14 0 13
2 270 280
0.3 0.5 0.0 0.0
0.2 0.6 0.0 0.0 0 18 0 18
0 1 0 2
1 ) 0 102
0.6 0.5 0.0 0.0
1.5 2.4 0.6 0.9 18 183 10 163
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1 1
0.1 0.2 0.3 0.6 16 130 13 94
84 94 84 94
36 94 50 94
0 3 0 3
1.3 1.7 1.3 1.7 1 1,163 0 963
8 25 15 83
0 95 0 95
10 85 10 85
1 72 0 32
57 94 57 94
0 15 1 16
0 9 0 9
0 100 0 100
1 15 1 3
0 104 12 100
0.5 0.6 0.2 0.3 ©D 60 G 60
o) 80 0 80
2 0 13
1.0 1.9 1.4 2.4 0 57 0 15
0 143 1 130
(CD)) 82 (55) 84
3 99 18 99
0.1 0.2
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2015 12 31 2014 12 31
1 1 1 1
0 (€] 10 [6))
24 (25) 33 (41)
88 (28) 103 (63)
7 ®) 16 12)
166 74) 105 42)
107 (67) 106 (58)
174 (196) 248 @
33 (28) 35 (32)
61 () 82 (83)
136 (146) 202 (199)
14 (13) 23 an
809 (640) 965 (824)
2015 12 31 164 2014 12 31 116
2015 12 31 71 2014 12 31 56
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2015 12 31 2014 12 31
91.3 91.3 91.3 0.0 0.0 104.1 104.1 104.1 0. 0.0
11.9 11.9 11.4 0.5 0.0 13.3 13.3 12.6 0.7 0.0
25.6 25.6 0.0 25.6 0.0 24.1 24.1 0.0 24.1 0.0
67.9 67.9 0.0 65.8 2.1 68.4 68.4 0.0 66.5 2.0
23.8 23.8 0.0 23.8 0.0 31.0 31.0 0.0 31.0 0.0
312.7  314.9 0.0 170.9 143.9 316.0 318.6 0.0 186.6 131.9
20.1 20.1 0.0 20.1 0.0 21.3 21.2 0.0 21.2 0.0
11.8 11.8 10.4 1.4 0.0 10.5 10.5 9.6 0.9 0.0
8.0 8.0 0.0 8.0 0.0 9.2 9.2 0.0 9.2 0.0
9.7 9.7 0.0 9.6 0.0 11.8 11.8 0.0 11.6 0.2
38.3 38.3 0.0 38.3 0.0 42.4 42.4 0.0 42.4 0.0
402.5  402.8 0.0 402.8 0.0 411.0 411.0 0.0 411.0 0.0
82.2 84.4 0.0 78.4 6.0 91.2 94.3 0.0 88.5 5.8
52.1 52.1 0.0 52.1 0.0 46.0 46.0 0.0 46.0 0.0
1 0.0 ©.1) 0.0 0.0 ©.1) 0.0 0.1 0.0 0.0 0.1
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Y2015 12 31 2014 12 31
2015 12 31 2014 12 31
UBS AG
UBS AG
2015 12 31
100
96 100 87
100 52 88 87 96
100 96 18
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2015 12 31 2014 12 31

57,024 61,304

51,943 56,018

24,980 27,973

! 24,980 27,973

632 2,868

6 2,662

2

82,636 92,144

3,285 3,511

1,099 1,896

24,388 25,567

7,104 6,135

502 1,209

480 679

36,858 38,997

119,494 131,142

2015 12 31 a4 2014

12 31 45
2 2015 12 31
49 2014 12 31 61
2015 12 31 2014 12 31

51,943 13,146 56,018 18,289
13,406 13,146 19,366 18,147
37,097 0 35,557 0
1,440 0 1,095 142
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1 393,839 383,354
7,672 5,502
2 286,757 271,963
241,992 227,515
29,137 27,958
1 15,628 16,491
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cep 2
2015 12 31 473 2014 12 31 376
26
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ETD
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2015 12 31
3 4

2
23.9 0.0 23.9 3.1 (20.9) 0.0 1.6 1.6 25.6
117.9 (62.1) 55.8 4.4) (51.4) 0.0 12.1 12.1 67.9
161.9 (2.5) 159.3 (123.0) (25.5) 10.8 8.1 18.9 167.4
85.9 (66.3) 19.6 (10.9) (1.5) 7.2 4.1 11.3 23.8
2.4 0.0 2.4 0.0 (1.8) 0.6 3.4 4.0 5.8
392.1 (131.0) 261.1 (141.3) (101.1) 18.7 29.3 48.0 290.5

2014 12 31
3 4

2
22.7 0.0 22.7 (1.9) (20.8) 0.0 1.4 1.4 24.1
99.2 (42.8) 56.4 3.4) (52.8) 0.1 12.1 12.2 68.4
249.9 G.1) 246.8 (198.7) (30.8) 17.3 10.1 27.4 257.0
245.7 (218.4) 27.4 (18.8) (1.6) 7.0 3.6 10.6 31.0
3.1 0.0 3.1 0.0 (3.0) 0.1 1.4 1.5 4.5
620.5 (264.2) 356.3 (222.9) (108.9) 24.5 28.6 53.1 384.9
IAS 32 oTC

ETD

2
0TC ETD
3
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3 4
2
7.9 0.0 7.9 (3.1) (4.8) 0.0 0.1 0.1 8.0
69.0 (62.1) 6.9 4.4) 2.5) 0.0 2.8 2.8 9.7
154.2 (2.5) 151.7 (123.0) (17.4) 11.3 10.7 22.1 162.4
99.9 (66.3) 33.6 (19.0) ©.5) 12.1 4.7 16.8 38.3
3.9 0.0 3.9 0.0 ©.7) 3.1 59.1 62.3 63.0
334.9 (131.0) 203.9 (149.4) (28.0) 26.5 77.4 104.0 281.4
2014 12 31
3 4
2
8.4 0.0 8.4 (1.9) (6.5) 0.0 0.7 0.8 9.2
51.5 (42.8) 8.7 (3.4) (5.2) 0.0 3.2 3.2 11.8
243.3 (3.1) 240.2 (198.7) (21.8) 19.7 13.9 33.5 254.1
256.1 (218.4) 37.7 25.1) 2.3) 10.3 4.6 14.9 42.4
3.8 0.0 3.8 0.0 (1.4) 2.4 71.5 73.9 75.3
563.1 (264.2) 298.8 (229.2) @37.3) 32.4 93.9 126.3 392.8
IAS 32 oTC
ETD
2
0TC ETD
3
4
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120,405 132,392
51,493 56,018
106 283
167,435 256,978
287,946 389,653
5,808 4,493
91,306 104,073
11,866 13,334
25,584 24,063
67,893 68,414
23,763 30,979
312,723 315,984
20,139 21,332
553,275 578,179
62,543 57,159
909,572 1,029,483
29,137 27,958
236 308
162,430 254,101
191,803 282,367
62,995 75,297
15,718 17,643
78,713 92,940
11,836 10,492
8,029 9,180
9,653 11,818
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7. 1.4 0.2 0. 0.2 9.7
3,4 29. 29.1
3 162. 160.4
38. 38.3
5 15. 15.9 13.1 11. 12.0 68.1
373. 13.4 4.8 4. 9.7 405.3
5. 9.9 16.3 36. 22.7 91.2
66. 66.7
2015 12 31 712. 44.3 36.4 53. 44.6 890.7
2014 12 31 812. 48.4 39.4 60. 49.8  1,010.9
6
55. 0.2 0.2 0. 56.1
15. 0.0 0.0 0. 0.0 16.0
6. 6.6
0. 0.0
2015 12 31 78. 0.2 0.2 0. 0.0 78.7
2014 12 31 78. 0.1 0.2 0. 0.0 78.8
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58 2015
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12 31 123.3 2014 12 31 123.7

50
IAS 19
2015 12 31 1,283
IFRS 2014 12 31
25
2015 12 31
1,283

2016 474

UBS AG

UBS AG

UBS AG
- a 24
career-average revalued earnings scheme
60
2013 UBS AG UBS
AG
UBS AG
UBS AG
UBS AG
2015 UBS AG 316

2014 75

LDI
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65

2016

21

2009

196
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24
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216

43

UBS AG
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2015 2014 2015 2014 2015 2014 2015 2014
12 31 12 31 12 31 12 31 12 31 12 31 12 31 12 31
23,956 20,738 3,949 3,355 1,693 1,315 29,598 25,408
589 496 0 0 10 10 599 506
270 465 137 158 57 59 463 682
205 202 0 0 0 0 205 202
(1,231) 3,120 (441) 349 ®) 270 (1,681) 3,739
(1,038) 66 22 (15) 34 85 (1,125) 136
37) 2,705 (01) 489 1)) 180 (509) 3,374
u“ 349 119 (126) 28 6 “7) 228
0 0 0 0 @4 0 @ 0
@D (54) 0 0 0 0 @D (54)
(1,07)  (1,045) (128) 1) 3) (1)  (1,283)  (1,218)
1 34 0 0 0 0 1 34
0 0 (166) 178 6) 119 (192) 297
22,636 23,956 3,350 3,949 1,619 1,693 27,605 29,598
10,359 11,480 255 312 267 312 10,881 12,104
0 0 1,864 2,211 523 545 2,388 2,756
12,278 12,477 1,230 1,425 829 836 14,336 14,738
23,931 22,498 3,381 2,922 1,029 845 28,341 26,266
109 1,262 (124) 181 “4) 14 (59) 1,457
273 513 118 141 39 43 430 697
482 478 316 75 57 107 855 659
1 34 0 0 0 0 1 34
205 202 0 0 0 0 205 202
(1,071)  (1,045) (128) ©1) @3 (61)  (1,283)  (1,218)
(10) (10) 0 0 ®) (6) (18) (16)
0 0 0 0 0 0 0 0
0 0 (163) 154 7 107 (156) 261
23,919 23,931 3,400 3,381 997 1,029 28,316 28,341
1,283 0 0 0 0 0 1,283 0
0 (25) 50 (568) (622) (664) G72)  (1,256)
5) 952 (568) (433) (664) @70)  (1,256) 50
(515) (458) @18) an 12) 33) (546) (508)
58 (1,032) 317 (168) @5) (256) 339 (1,456)
482 478 316 75 57 107 855 659
1 34 0 0 0 0 1 34
0 0 3 (24) 33 12) 36 (36)

304/636



EDINETOOOO

00000000000 0O(E05852)

ooooooo
0 (25) 50 (568) (622) (664) 72) (1,256)
22,636 23,956 3,350 3,949 1,288 1,301 27.274 29,205
0 0 0 0 331 392 331 392
23,919 23,931 3,400 3,381 997 1,029 28,316 28,341
) 1,283 (25) 50 (568) (622) (664) 711 (1,256)
1,283 0 0 0 0 0 1,283 0
0 (25) 50 (568) (622) (664) (572) (1,256)
2015 2014 2015 2014 2015 2014 2015 2014
12 31 12 31 12 31 12 31 12 31 12 31 12 31 12 31
589 496 0 0 10 10 599 506
270 465 137 158 57 59 463 682
(273) (513) (118) (141) (39) (43) (430) (697)
0 19 0 0 0 0 0 19
10 10 0 0 8 6 18 16
0 0 0 0 24 0 24 0
(81) (54) 0 0 0 0 (81) (54)
1 34 0 0 0 0 1 34
515 458 18 17 12 33 546 508
2015 2014 2015 2014 2015 2014 2015 2014
12 31 12 31 12 31 12 31 12 31 12 31 12 31 12 31
1,231 (3,120) 441 (349) 8 (270) 1,681 (3,739)
109 1,262 124) 181 (44) 14 (59) 1,457
(1,283) 808 0 0 0 0 (1,283) 808
0 19 0 0 0 0 0 19
58 (1,032) 317 (168) (35) (256) 339 (1,456)
2015 2014 2015 2014 2015 2014
12 31 12 31 12 31 12 31 12 31 12 31
() 15.1 16.7 19.7 20.2 11.3 12.5
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12 1,146 1,033 80 81 92 85
2,218 2,023 177 173 185 7
3,403 3,035 338 322 291 274
11 5,526 5,394 785 768 509 485
11 16 5,173 5,571 981 997 510 513
16 18,892 26,613 7,348 7,926 1,172 1,363
1
UBS AG
2015 UBS AG
UBS AG
UBS
AG
DBO
2,055 1,038 1,017
DBO
DBO 1,231
UBS AG
DBO 192
122 71
DBO
DBO 441
2015 2014 2015 2014 2015 2014
12 31 12 31 12 31 12 31 12 31 12 31
)
1.09 1.15 3.90 3.69 4.01 3.60
1.75 2.40 0.00 0.00 2.89 3.01
0.00 0.00 3.02 3.08 1.50 1.75
1.09 1.40 0.00 0.00 1.48 1.13
1
65
65 45
2015 2014 2015 2014
12 31 12 31 12 31 12 31
BVG 2010 G 21.5 21.4 23.2 23.2
S2PA CMI__2015 ! 23.9 24.4 25.6 27.2
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RP2014 WCHA MP2015 2 23.0 21.7 24.5 23.4
K. 2005 6 20.0 19.9 22.6 22.5
65
65 45
2015 2014 2015 2014
12 31 12 31 12 31 12 31
BVG 2010 G 24.0 23.9 25.7 25.6
S2PA CMI__ 2015 25.8 25.7 28.0 28.0
RP2014 WCHA MP2015 2 24.6 23.9 26.2 25.6
K. 2005 G 24.1 23.9 26.6 26.5
! 2014 SINA_ L CMI 2014 G 2 2014 RP2014 G MP2014
UBS AG
UBS AG
1
C ) ) C )
2015 2014 2015 2014 2015 2014
12 31 12 31 12 31 12 31 12 31 12 31
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50 (1,416) (1,688) (308) (372) 84 (98)

50 1,609 1,936 354 428 92 108

50 82 210 2 2 1 2
2 2

50 (86) (198) ® @

50 1,163 1,315 343 414 6 8

3 3

50 (300) (363) ®) @

50 263 334 4 4 8 9

50 (249) (315) 4 4 ®) ®

719 755 97 135 42 45

$2015 12 31 2014 12 31
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2015 12 31 2014 12 31
) )
517 0 517 2 829 0 829 3
0 2,647 2,647 11 0 2,582 2,582 11
699 0 699 3 798 0 798 3
6,948 1,085 8,033 34 6,245 994 7,239 30
1
AMA  BBB- 2,112 0 2,112 9 2,501 0 2,501 1
AMA  BBB- 6,109 0 6,109 26 6,418 0 6,418 27
BBB- 1,056 0 1,056 4 104 0 104 0
0 63 63 0 0 104 104 0
1,064 1,605 2,669 1 2,513 736 3,249 14
0 15 15 0 0 17 17 0
18,505 5,414 23,919 100 19,499 4,432 23,031 100
2015 12 31 2014 12 31
23,919 23,931
UBS AG UBS AG 522 385
UBS AG 38 38
2
UBS AG 962 921
UBS AG 82 87
UBS A6 Z 70) (357)
UBS AG 0 42
AMA  BBB-  BBB-
2 UBS AG
2015 12 31 (90) 2014 12
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2015 12 31 2014 12 31

(@) )
426 0 426 13 192 0 192 6
98 0 98 3 122 0 122 4
1,080 0 1,080 32 1,042 0 1,042 31
AMA  BBB- 1,305 0 1,305 38 1,344 0 1,344 40
BBB- 53 0 53 2 179 0 179 5
AMA  BBB- 189 0 189 6 91 0 91 3
BBB- 31 0 31 1 153 0 153 5
46 68 115 3 43 99 142 4
32 123 91 3 (33) 139 106 3
6 7 13 0 0 10 10 0
3,202 198 3,400 100 3,133 248 3,381 100
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2015 12 31 2014 12 31
( ) (
) )C )
52 0 52 5 32 0 32 3
AAA BBB- 56 0 56 6 104 0 104 10
BBB- 60 0 60 6 10 0 10 1
AAA BBB- 17 0 17 2 24 0 24 2
BBB- 6 0 6 1 3 0 3 0
0 0 0 0 0 0 0 0
240 0 240 24 250 0 250 24
240 0 240 24 258 0 258 25
AAA BBB- 134 0 134 13 142 0 142 14
BBB- 13 0 13 1 13 0 13 1
AAA BBB- 31 0 31 3 32 0 32 3
BBB- 3 0 3 0 4 0 4 0
0 12 12 1 0 13 13 1
56 42 98 10 66 39 105 10
0 17 17 2 0 17 17 2
14 0 14 1 17 0 17 2
5 0 5 0 5 0 5 0
926 70 997 100 961 68 1,029 100

AAA BBB- BBB-
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2015 2014 2015 2014 2015 2014
12 31 12 31 12 31 12 31 12 31 12 31
32 28 53 87 85 114
0 0 0 0 0 0
1 1 2 3 3 5
0 0 2 2 2 2
®) 3 9 2 3 5
(@D 2 0 2 4 4 4
() @ 4 12) 5 @ 8
« ) ) 0 9 @) 2 0]
0 0 0 (41) 0 1)
2 ® @ ® © (10) (10)
() 1 1 8 () 10
25 32 59 53 84 85
5 12 0 0 5 12
0 0 0 0 0 0
20 21 59 53 79 74
0 0 0 0 0 0
« (25) 32) (59 (53) (84) (85)
0 0 0 0 0 0
1 1 2 3 3 5
0 0 0 (41) 0 (41)
1 2 2 @GN 4 (36)
« )
6 [©) [©) @ ® ©)
« ) 6 ® ©® @ ® ®)
«
2
UBS AG
2015 UBS AG
28a
(O}
2015 2014 2015 2014
12 31 12 31 12 31 12 31
3.90 3.69 4.23 3.93
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5.10 5.50 6.75 7.00
5.10 5.50 5.00 5.00
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2015 2014 2015 2014
12 31 12 31 12 31 12 31
50 @ &) (€) @
50 2 3 2
100 4 1 [6h)
100 A O] @D 1
2 5 5
1
c
UBS AG
UBS AG
2015 2014 2013 12 31
239 244 236
d
UBS AG UBS AG
UBS AG
UBS AG
UBS AG
2008 UBS AG UBS AG
25 10
2009 UBS AG
UBS AG 2013
2015 12 31
11 2014 12 31 14
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2015 12 31 2014 12 31 2013 12 31
UBS AG
33 33 33
UBS AG
5 6 8
@ 0 1
14 4 2
UBS UBS AG
UBS UBS AG
2015 12 31 2014 12 31
ws ! 1,544 2,002
UBS AG 3 4
uBs * 2,255 1,735
UBS AG 4 4
12014 11 28 UBS AG UBS AG 32
UBS AG 2015 12 31 UBS AG 15,782,722
306 2014 12 31 UBS AG 16,253,804 276
28a
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AG
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2011

UBS

1PP

RBA

Tier 1

UBS

AG

2012

2015

2015

SEEOP
2012
SEEOP
EOP
2013 2012
2010
PEP
EP
UBS
2012
DCCP
UBS
DCCP
GEB
AG

IPP

1PP

2012

DCCP

2012 2011

UBS

EOP

GEB

2010

IPP

2015

GEB

TSR
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PEP
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UBS
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UBS AG
LTDRSIS LTDRSIS
UBS AG
2014 LTDRSIS
EOP
UBS AG
UBS AG
2010 2017
2010 2011 2015
2018
2018
UBS AG
10
20
KESAP
KESOP 2009
SAR UBS SAR
UBS SAR UBS
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b
2015 12 31 2016
2016
2015
2016
2015
2015
2015
2,073 (94) 1,980 0 0 0
DCCP 172 258 429 343 446 789
DCP 0 12 1 0 3 3
EOP/SEEOP  UBS 261 461 722 524 338 861
0 0 0 0 0 0
UBS 261 461 722 524 338 861
EOP 28 38 67 34 35 69
2,535 675 3,210 900 822 1,722
184 162 346° 248° 293" 541
2,460 0 2,460 0 0 0
43 692 735 940 1,899 2,839
132 142 275 710 456 1,166
UBS 37 45 82 66 115 182
2,673 879 3,552 1,716 2,470 4,186
5,391 1,716 7,108 2,864 3,585 6,449
L2015 12 31 1,028 UBS 807
67 56
2
98 76 65
86 157
2015 198 183
%2015  Dcep DCCP 160 4 2014 2013
2012 DCCP 2015 2013 DCCP 200 5
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2015
2014
2014
2014
1,822 (108) 1,714 0 0 0
DCCP 155 194 349 312 386 698
DCP 0 12 12 0 8 8
EOP/SEEOP  UBS 215 444 659 459 367 826
1PP 0 21 21 0 0 0
UBS 215 465 680 459 367 826
EOP 24 41 65 36 33 69
2,216 604 2,820 807 794 1,601
260 206 466° 307° 340" 647
2,396 0 2,3% 0 0 0
39 636 675 524 2,058 2,582
81 153 234 189 528 717
UBS 23 57 80 a1 143 184
5 2,539 846 3,385 754 2,729 3,483
5,015 1,656 6,671 1,868 3,863 5,731
Yoo 12 31 999 UBS 800
65 41
2
93 81 70
70 162
2014 292 206
82014  Dccp 2015 DCCP 121 4 2013 2012
DCCP 2014 2013 DCCP 161 5
2015 2014 UBS AG
2015
2014
38 10 29
UBS AG
2015 2014
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2014
2013
2013
2013
1,042 G0 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
152 136 288° 340° 308" 738
2,219 0 2,219 0 0 0
33 605 638 440 2,098 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
4,701 1,623 6,414 1,844 3,831 5,675
ooz 12 31 1,042 UBS 787
79 65
111 2 78 72
146 114
2013 242 210
32013 Dbeep 2014 DCCP 101 4 2012
DCCP 2013 DCeP 109 °
EOP
2015 2014 2013 12 31
1,028 999 1,042
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2015 12 31
553 1.9
UBS
2015
2015 2016
2015 2014 12 31 EOP
98 90
2015 12 31 170
2014 12 31 143
C
UBS
UBS
UBS
2015 ( ) 2014 ( )
467,848 15 186,633,491 15
259,334 17 56,851,628 18
(279,415) 15 (69,921,325) 16
(20,323) 19 (6,859,017) 16
UBS AG (166,704,777) 15
427,443 18 467,848 15
138,908 26,946
2015 2014 12 31
1,443 1,269
d
UBS
UBS AG UBS
2015 UBS
16.7 2014 12.9 UBS
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a
UBS AG UBS AG
IFRS 12
SEC UBS AG
2015 12 31 UBS AG
UBS AG
UBS AG
2015 12 31
UBS Americas Holding LLC Wilmington, Delaware, USA usb 1’200_01 100.0
UBS Bank USA Salt Lake City, Utah, USA usD 0.0 100.0
UBS Financial Services Inc. Wilmington, Delaware, USA usb 0.0 100.0
UBS Limited London, United Kingdom GBP 226.6 100.0
UBS Securities LLC Wilmington, Delaware, USA usb 1,233_12 100.0
UBS Switzerland AG Zurich, Switzerland CHF 10.0 100.0
! 1,000 1,200,000,000 2 100,000
1,283,000,000
2015 UBS
UBS AG UBS Switzerland AG
- 32
UBS Americas Holding LLC UBS Limited UBS Switzerland AG UBS AG UBS Bank

USA UBS Financial Services Inc. UBS Securities LLC
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UBS AG
SEC

2015 12 31

Topcard Service AG Glattbrugg, Switzerland CHF 0.2 100.0
UBS (Italia) SpA Milan, Italy EUR 95.0 100.0
UBS (Luxembourg) S.A. Luxembourg, Luxembourg CHF 150.0 100.0
UBS Americas Inc. Wilmington, Delaware, USA usb 0.0 100.0
UBS Asset Management (Americas) Inc. Wilmington, Delaware, USA usb 0.0 100.0
UBS Asset Management (Australia) Ltd Sydney, Australia AUD 20.1 100.0
UBS Asset Management (Deutschland) GmbH Frankfurt, Germany EUR 7.7 100.0
UBS Asset Management (Hong Kong) Limited Hong Kong, Hong Kong HKD 150.0 100.0
UBS Asset Management (Japan) Ltd Tokyo, Japan JPY 2,200.0 100.0
UBS Asset Management (Singapore) Ltd Singapore, Singapore SGD 4.0 100.0
UBS Asset Management (UK) Ltd London, United Kingdom GBP 125.0 100.0
UBS Asset Management AG Zurich, Switzerland CHF 0.1 100.0
UBS Australia Holdings Pty Ltd Sydney, Australia AUD 46.7 100.0
UBS Bank, S.A. Madrid, Spain EUR 97.2 100.0
UBS Beteiligungs-GmbH & Co. KG Frankfurt, Germany EUR 568.8 100.0
UBS Card Center AG Glattbrugg, Switzerland CHF 0.1 100.0
UBS Credit Corp. Wilmington, Delaware, USA usb 0.0 100.0
UBS Deutschland AG Frankfurt, Germany EUR 176.0 100.0
UBS Fund Advisor, L.L.C. Wilmington, Delaware, USA usb 0.0 100.0
UBS Fund Management (Luxembourg) S.A. Luxembourg, Luxembourg EUR 13.0 100.0
UBS Fund Management (Switzerland) AG Basel, Switzerland CHF 1.0 100.0
UBS Hedge Fund Solutions LLC Wilmington, Delaware, USA usb 0.1 100.0
UBS Italia SIM SpA Milan, Italy EUR 15.1 100.0
UBS 0*Connor LLC Dover, Delaware, USA usb 1.0 100.0
UBS Real Estate Securities Inc. Wilmington, Delaware, USA usb 0.0 100.0
UBS Realty Investors LLC Boston, Massachusetts, USA usb 9.0 100.0
UBS Securities (Thailand) Ltd Bangkok, Thailand THB 500.0 100.0
UBS Securities Australia Ltd Sydney, Australia AUD 0.3 100.0
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 46,450.0 100.0
UBS Securities Pte. Ltd Singapore, Singapore SGD 420.4 100.0
UBS Services LLC Wilmington, Delaware, USA usb 0.0 100.0
UBS South Africa (Proprietary) Limited Sandton, South Africa ZAR 0.0 100.0
UBS Trust Company of Puerto Rico Hato Rey, Puerto Rico usb 0.1 100.0
UBS UK Properties Limited London, United Kingdom GBP 132.0 100.0

1
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UBS Americas Holding LLC UBS Switzerland AG UBS Asset
Management AG UBS Fund Services (Cayman) Ltd
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2015 12 31 2014 12 31 UBS AG
UBS AG
UBS AG SE
SE SE
UBS AG SE
SE UBS AG
UBS AG
UBS AG UBS AG
SE UBS AG SE
SE UBS AG SE SE
SE SE
2015 2014 UBS AG SE
UBS AG UBS AG SE
UBS AG

UBS AG SE
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b
2015 2014 12 31 UBS AG
UBS AG
UBS AG
2015 2014
12 31 12 31
927 842
12 1
€)) @
151 103
L2 169 9
J 8 9
114 54
(20) 38
954 927
925 900
UBS Securities Co. Limited, Beijing'4 411 404
SIX Group AG, Zurich 5 413 406
102 90
29 27
! 2015 158 11 2014 83
11 2 2015 SIX Group STOXX Ltd Indexium Ltd.
UBS 81 % 2015 (18)
2014
4 2015 UBS AG 24.99 2014 12 31 20.0 > UBS AG
17.3 UBS AG
C
2015 UBS AG SE SE
UBS AG SE
2015 12 31
- SE a 3
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2015 12 31 UBS AG SE
2015 12 31 UBS AG SE
2015 12 31 UBS AG
2015 12 31
1
1,060 463 6,102 7,624 7,624
4 101 57 200 200
2
97 97 1,636
0 0 101 101 101
3,39 102 3,498 3,498
2
0 45 0 45 937
1,1013 4,102 6,362 11,565
30* 631 0 661 19
5
30 631 0 661
UBS AG
( ) 141° 43’ 320°
2014 12 31
1
1,955 676 8,079 10,711 10,711
26 83 2 111 111
115° 102 217 2,422
466 40 206 712 712
4,029 94 4,123 4,123
2
52 52 1,248
2,447° 4,99 8,482 15,925
245% 27 75 347 21
245° 27 75 347
UBS AG
( ) 355° 113’ 304°
1
3
2015 12 31 11



22

2,960
2014

UBS

12 31

UBS
80

CDS
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2015 2014
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2015 12 31 2014 12 31
12 31
UBS AG
UBS AG
2015 12 31 2014 12 31
- UBS AG SE
UBS AG
2015 12 31 2014 12 31
UBS AG

UBS AG

UBS AG

UBS AG
UBS AG
UBS AG
UBS AG
SE
UBS AG
CDS
SE
UBS AG
UBS AG
a 3 12
UBS AG
UBS AG
UBS AG
2015 12 31

EDINETOOOO
00000000000 0O(E05852)

oOoOooodn
SE UBS AG
UBS AG
SE
SE
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2015

ABS
2014 12 31
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2015 12 31
2 3
UBS AG
0 54 0 13 66
54 0 54
13 13
3 7 0 0 10
7 7
2 2
1 1
3 61 0 13 I
3 61 0 13 77
UBS AG
( ) 0 28 0 1 29
UBS AG
284 66 383 140 873
284 65 383 140 872
61 17 17 0 95
58 17 17 0 92
3 3
11 3 0 0 14
11 0 11
0 3 3
356 86 400 140 983
356 86 400 140 983
UBS AG
( ) 64 37 6 2 109
1 2 3
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1
2014 12 31
2 3
UBS AG
0 59 1 389 450
0 59 1 381 442
8 8
1 16 0 6 22
7 6 13
1 1 2
8 8
1 75 1 395 472
1 75 1 14 91
381 381
UBS AG
( ) 1 14 3 2 20
UBS AG
376 293 454 207 1,329
369 286 452 205 1,313
6 6 2 1 15
154 143 172 62 531
134 105 164 54 457
15 37 8 8 69
5 1 0 5
68 18 1 2 89
56 11 67
4 6 10
0 0 1 1
8 1 2 11
598 453 627 271 1,949
598 453 588 225 1,865
0 39 46 85
UBS AG
( ) 115 115 88 12 331
1 2 3
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UBS AG
SE UBS AG 2015 12 31 2014 12 31
UBS AG
SE SE
2015 2014 SE
UBS AG SE
UBS AG !
2015 12 31
2 @y 0 (10)
0 0 57 57
18 208 48 274
20 197 104 321
( 8’ 1 12*
2014 12 31
6 G 44)
54 54
63 (158) 10 (85)
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37,950 37,048 2
23,779 25,796 6]
161,224 442,117 (64)
12 23,574 21,110 12
13 27,459 47,764 43)
12,18 64,676 55,436 17
0 670 (100)
80,978 123,890 (35)
4,849 5,232 m
15 6,128 7,749 1)
11 1,988 3,151 @37
473,419 818,704 (42)
19 430 427 0
37,477 31,671 18
42,464 45,394 (6)
42,464 45,394 6)
(4,987) (13,723) (64
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6,332 6,332 0

13,339 8,737 53

57,578 47,169 22

530,999 865,873 (39)

17,964 20,635 a3

13,199 11,896 11
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2015 2014 2014
12 31 12 31 12 31
30,930 46,608 (34)
2,077) (3,108) (33)
28,852 43,500 (34)
21,585 25,757 (16)
4,702 8,729 (46)
29 2,844 (99)
2,536 6,170 (59)
56,658 60,437 )
(1,735) (1,398) 24
54,923 59,039 0
54,923 58,073 ®)
0 966 (100)
2 4,669 11,055 (58)
1,810 6,732 (73)
7 139 (95)
2,851 4,183 32)
2 0
8 50 (€D)
o1
UBS 30,499
2011 2012 2013 2014 2015
2015 12 31 25,601 2 UBS AG
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UBS AG
UBS AG
UBS AG
VAT
UBS
UBS AG UBS UBS
UBS AG
UBS AG
2015
UBS AG UBS
UBS UBS AG
AG 2015 UBS AG
UBS AG
UBS AG UBS 2,600
2015 12 31
2015 12 31
C D
2015 384 40,782 (12,329) 5,689 7,849 42,376
1 1
(2,633) (2,633)
C D 7,849 (7,849) 0
C D 11,984 11,984
2015 12 31 386 38,149 (4,480) 5,689 11,984 51,728
C D
2015 427 45,394 (13,723) 6,332 8,737 47,169
1 1
(2,931) (2,931)
C D 8,737 (8,737) 0
C ) 13,339 13,339
2015 12 31 430 42,464 (4,987) 6,332 13,339 57,578
2016 AGM
2016 12 UBS AG 3,434
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UBS AG UBS AG

2015 12 31
11,984 13,339

0 0
11,984 13,339
(4,480) (4,987)
(4,070) (4,530)
(3,434) (3,822)

0 0
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UBS AG

UBS AG Bahnhofstrasse 45, CH-8001
Zurich Aeschenvorstadt 1, CH-4051 Basel, Switzerland UBS AG

Aktiengesel Ischaft
UBS AG UBS UBS AG

a

UBS AG GAAP FINMA 2015/1

GAAP 38
UBS AG
UBS AG
UBS AG Risk, treasury and capital
management
14

UBS AG UBS AG
UBS AG Compensation Report

UBS AG 36

UBS AG
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UBS AG
UBS AG UBS AG
UBS AG
UBS AG
UBS AG
UBS AG UBS AG
GAAP IFRS
UBS AG GAAP FER 16
GAAP
IFRS
GAAP
GAAP
FER 26
UBS AG
UBS AG FER 26
GAAP IFRS GAAP

IFRS
GAAP
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- 20
UBS AG IFRS 1AS 19
IAS 19
28
Capital Adequacy Ordinance 29 30
UBS AG IFRS UBS AG
b
2014 12 31 2015 UBS AG UBS AG
- UBS AG
UBS AG GAAP 2015 2014
GAAP
UBS AG
UBS AG 2015
2014
32 2011 2013
2015
2014 30
2014 FINMA 2015/1
FINMA GAAP 2015
UBS AG 2015 2015
11 GAAP 2015 2015
UBS AG

193
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GAAP
GAAP GAAP

2014 12 31 2014 12 31 2014 12 31

777,893 777,893 0
10, 966 (10, 966)

101,820 107,549 5,729

37,154 42,384 5,230
112,649 39,245 (73,404)
183,091 156,344 (26,747)

100,158 100,158

735,517 735,517 0
34,235 (34,235)

77,067 111,302 34,235
94,952 43,787 (51,165)
112,709 (112,709)
289,779 (289,779)

397,194 397,194

56,460 56,460

2014 129
2014 12 31
2015 UBS UBS AG UBS AG
2015 12 31
a

)

2015 12 31 2014 12 31 2014 12 31
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0000000
318 56 467
3,203 3,039 5
205 313 (35)
3,725 3,407 9
b
2015 12 31
(346)
1,912
1,822
200
47
3,725
! 3,139
1
)
2015 12 31 2014 12 31 2014 12 31
23 47 (52)
1.2 4,580 2,498 83
2
18 1,853 (99)
86 9% (1)
4,706 4,494 5
@75) @
2 (497) (1,772) (72)
(59 (40) 47
(831) (1,816) (54)
L UBS AG UBS AG  UBS UBS AG
2 b
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2015 12 31

3,459
1,707
191
303
408
122

(318)
8
240

6,438

1 UBs AG

IAS 19

2015 12 31

588
383
322

1,413
955
283
226

53

776

1,571

5,615

! uBs AG

UBS

AG

UBS
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)
2015 12 31 2014 12 31 2014 12 31
334 96 249
9,551 4,646 106
0 63 (100)
379 45 735
10,264 4,850 112

1 0
0 55 (100)

134 2
136 57 139

2015 UBS AG UBS UBS LLC
UBS AG UBS LLC
212 100
UBS
LLC UBS AG
2015 12 31
( ) 186
185
1
34
( ) 220
2015 12 31
1.5 2015 12 31
UBS AG 3,188

381/636



EDINETOOOO
00000000000 0O(E05852)

ooooood
2015 12 31

133.3

(42.8)

90.5

98.2

(42.8)

55.5

54.0

52.8

51.9

1.2

1.2

249.9

183.0

21.2

10a
2015 12 31
1 2

4 64,223 1,457 31,047° 97,630
4,681 0 0 0 4,681
4,605 4,605
4 4
u“ u
28 28
4,684 64,223 1,457 31,947 102,311
@ 152) 0 an (3D
4,683 64,071 1,457 31,870 102,080
0 2,121 2,003 23,573 27,787
456 9,673 7,515 33,256 50,901
0 1,632 0 0 1,632

0 0 0 7 7
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10b
2015 12 31
C ) C )
474 229 0 245
5 2 4 0
17 3 0 14
496 234 4 259
1la
2015
2014 UBS 12 31
12 31 AG
2
655 198 39 (18) 21 44 8) (611) 231
12 0 0 0 0 0 0 @) 0
! 5 0 16N 0 0 0 0 ®) 0
0 0 0 0 0 0 0 0 0
673 198 (40) (18) 21 44 8) (628) 231
47
11b
2015
2014 UBS 12 31
12 31 AG
23 3 ®3) 0 0 3 0 23) 3
28 8 ®) ® 0 0 ® %) 20
1,881 95 @3 (720) 0 0 an (103) 1,063
329 158 (40) (160) 7 0 3 O] 288
2 83 26 w (16) 3 0 16N 0 94
208 4 @5) 0 2 0 %) en 165
97 0 0 0 0 0 0 0 96
10 1 0 0 0 0 Ie)) 0 10
172 6 5) 112) 0 0 0 ®) 47
2,831 301 @52)  (L,011) 1 3 @4 (174) 1,786
22015 12 31 25 2014
12 31 14 2015 12 31 69
2014 12 31 70
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2015 12 31

94,210

22,261
13,831
70,035

1,915

94,210

18,783
15,894

21,179

4,190
3,899
16,989

58,104

79,283

60,520

18
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13
2015 12 31
PRV NRV?
! 0.1 0.3 2,458
69.3 60.7 7,636
0.4 0.0 6
0.0 0.0 335
oTe 17.4 19.2 1,132
0.0 0.0 208
86.9 80.1 11,769
17.7 16.5 1,388
38.8 38.0 2,837
0.0 0.0 8
ote 9.6 9.3 975
0.0 0.0 8
66.1 63.8 5,217
0.1 0.1 15
3.5 4.6 150
0.0 0.0 25
ote 4.7 6.7 156
5.5 6.5 231
13.8 18.0 577
6.0 5.9 318
0.6 0.7 12
0.0 0.0 4
6.7 6.5 334
0.3 0.3 5
0.7 0.5 19
0.0 0.0 8
ote 0.9 0.6 19
0.7 0.9 1
2.5 2.3 63
2015 12 31 176.0 170.7 17,960
175.6 170.7
175.2 170.3
0.4 0.0
0.4 0.0
(18.7 ©.7n
(136.3) (136.3)
2015 12 31 21.0 24.7
0.0 0.6
7.4 9.2
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0000000
13.6 14.9
2014 12 31
PRV NRV®
2014 12 31 262.2 258.7 25,017
(20.0) (16.0)
(199.8) (199.8)
2014 12 31 42.4 42.9

1

PRV

NRV

387/636



EDINETOOOO
00000000000 0O(E05852)

388/636

0000000
14a
2015 12 31
27,296 27,354
223 234
1
133 137
9 9
27,528 27,598
27,127 27,181
! UBS AG 10 10
14b
2015 12 31
UBS 1
0-1 26,632
2-3 653
4-5 0
6-8 0
9-13 0
10
27,296
! 17
15a
)
2015 12 31 2014 12 31 2014
12 31
116 348 67
226 179 26
! 1,210 1,323 )
2,435 1,718 42
UBS AG UBS 1,850 1,344 38
3,986 3,568 12
! 22h
15b
)
2015 12 31 2014 12 31 2014
12 31
2,826 3,597 (Y]
232 720 (68)
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129 680 (81)
110 232 (53)
2,208 1,732 27
UBS A UBS 1,694 818 107
5,505 6,962 1)
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16
2014 12
31
2015 UBS AG
2015 12 31 2014 12 31

2 0 0 27,973 21,643
2,597 258 1,568 0
0 0 1,153 0
2,597 258 30,694 21,643

2014 12 31 49

2015 12 31

2014 12 31

45
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UBS AG
Risk management and control
2015 12 31
UBS
0o 1 Aaa AAA AAA 227,855 48
2 Aal Aa3 AA+ AA- AA+ AA- 141,073 30
3 Al A3 A+ A- A+ A- 39,846 8
4 Baal Baa2 BBB+ BBB BBB+ BBB 19,053
5 Baa3 BBB- BBB- 4,399 1
6 Bal BB+ BB+ 2,430 1
7 Ba2 BB BB 84 0
8 Ba3 BB- BB- 73 0
9 B1 B+ B+ 173 0
10 B2 B B 93 0
11 B3 B- B- 954 0
12 Caa cce cce 216 0
13 Ca C cc C cc C 82 0
D D D 5 0
436,336 91
40,709 9
477,045 100
18
2015 12 31
3,017
30,236
16,118
2,949
1 1,075
218
4,491
58,104
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2015
12 31 3,304 320
66
19a
2015 12 31 2014 12 31
( (
) )
1 385,840,847 3,858,408,466 3,858,408,466 384,456,091 3,844,560,913 3,842,445, 658
385,840,847 3,858,408,466 3,858,408,466 384,244,566 3,842,445, 658 3,842,445, 658
UBS AG 211,526 2,115,255
55,235,276 552,352,759 51,620,031 516,200,312
1,364,755 13,847,553 255,884 2,558,844
UBS AG 0.10
UBS AG
UBS AG
2015 UBS AG 2,115,255 2015 UBS AG
UBS AG 50 2015 12 31 193
2015 UBS AG 13,847,553 2015
UBS AG UBS AG
UBS AG
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19b
2015 12 31 2014 12 31
) )
UBS AG
UBS AG 386 100 372 97
UBS AG
Chase Nominees Ltd., London 35 9 34 9
GIC Private Limited, Singapore 25 6 25 7
DTC (Cede & Co.), New York 24 6 21 6
Norturst Nominees Ltd, London 14 4 13 4
! DTC (Cede & Co.), New York The Depository Trust Company
UBS AG
UBS AG UBS AG UBS AG 100
UBS AG UBS AG
UBS AG UBS AG UBS
AG UBS AG
- UBS AG UBS AG 22
20
a
2015 12 31 2014 12 31
0 0
129 680
129 680
UBS UBS 260 385
UBS 27 102
416 1,168
b
2015 12 31 2014 12 31
1 2,243 4,572
UBS AG ( ) 0 0
0 0
270 444
30 45
300 489
! FER 26 FER 16
2015 12 31 2014 12 31 UBS AG

394/636



EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

UBS AG FER 16 IAS 19
2015 2014

- I1AS 19 28
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21
UBS UBS AG
UBS AG
UBS AG UBS AG UBS AG
UBS AG UBS AG
UBS AG
UBS AG UBS AG
- 29
22
2015 12 31
581 5,776
567 5,171
119,900 87,059
37,278 28,685
23,308 8,558
54,422 44,149
117 5,752
39 5,699
33
20
! 9
! UBS Securities Co. Limited, Beijing UBS AG 24.99
2015 12 31 265

194 53
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23

)
2015 12 31 2014 12 31 2014 12 31

310 5,869 (95)
310 5,853 95)
0 16 (100)

310 5,869 (95)

UBS AG
UBS AG
UBS AG UBS
AG UBS AG

24a

2015 12 31

11
166
311
488

0.0

24b

2015 12 31

1,076
0

8
(29)

UBS AG (557
(10)

« ) 0

488
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Consolidated finandial statements
UBS AG corsolidated financial staterments

Income statement

For the pear ended % change from
CHF milfin, except par share data Mote 11218 ETRFAT) 31,1213 31214
nteseat income F) 5,178 13,54 {EXE) [
ieoest expesse 3 (B.445) 5639 LT i3
Het inteest inmme F) 5729 6558 5,786 3
Credit loss feapense)recoery [ mn’ [il10 Eo L
et inteeat income after aedt los mopess B8z £477 5736 2
Ket fee 2nd commizsion i=come - 4 17184 17006 16287 1
Het trading income 3 5606 ETTI LA &
Crher income 5 1112 g2 L %
Tetal cperating iscome 0,605 006 FIREY] 5
Persancel experses 3 15,954 15,280 15,182 4
Gemeral and adminstmative popetsos - T Be CE e 1N
Deprecialicn and impaitme=t of property, equipment asd sotan: - % 98 Bir AL 12
A ion and imgais=e=t of itangble ases - i 107 i I =
Tetal cperating exzesses 25,198 15557 24461 i)
Diperating prote/ foss) befare tax 8,407 2460 0m 119
Tan eopense (besf] - g (908) i1,180) L [EE)
bt proft ) 834 5,54 P 72
Mt prodt /(o) atiibizable o prefered noteholders ] 142 4 (5]
Wt prodt/iloss) atribuzahle 1o sen-cossoling intesests - ' 3 5 5 ()
et profit) {loss) attributable 1o UES AG sharehalders 5,215 3500 EXEE [0
568
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Statement of comprehensive income
Far the year eaded

CHF millan HALIS ALY 14212
Comprehensive intome attribuwtable to UES AG shareholders
Het profit) {loss) £138 1500 3,172
rther comprehenshve Incom e that may be reclassified 1o the Income statement
Fareign cerrency franslation movemests, befoe e B (1) 1839 (aa)
Fareign exchange amoents: mecirsified 1o e income stalesent from equily (=0p 2 (28
Income tax rebating bo foeeige cunescy trarelation mowements. - iy m 5
Subactal fcreign cerrency tramslation, net of e [266) 1,834 [TH ]
Finumclal invesiments avallable-forsale
Met unrealized gains f{kosses) on financial investments svalable-for-sale, befone ta - 180 s (57
impaitmest charges redzesified 5o the income statement fram equity - 1 " 4
Realized gains reclamified i e income stalement from equity - [2om) 1244 (265
Realized lazses reclazsifid 1 the income statement from equity - FLN » 5%
come tax rebaling bo et urreaiized gained(lozes) on fnascial invest=est geibibie-forsse - g (52) T
tubactal Enancial invest=ens avaiabie-fo-sale, net of s (&4} 140 (154
Cash flow hedges
EFfvctive parsinn of thanges in fair valer of derivative instruments desigeated s cash Sow badges, beoe I - 550 2085 653
Met realized (qains)lozses recassified o the income statement from eoquity - (1,190} {1,197 {1,261)
nen=e tax: rabating b cash flow hedges - 1m0 1156) a
Subactal cazh A hedges, et of ta (518} & {1,5200
Tatal other comprehenshve income that may be reclassified 1o the income statemsent, net of Lax (48} 1867 12,145)
rther comprehensive Incom e that will not be reclassifled to the ntome statement
Defined benefit plans
Gains Hlesses) on defned benefit plans, kofore tax - m {1,454 1,178
neo=e tax rabaling be defired bencét plans - {18} M7 (235
Subsctal definesd benefit plams, net of tax 04 {1,208) 9%
Property revaluation surplus
Gains on property resaluation, before tax o ] 1] -
Wet {gaiz=) lomes rechssSed o wtsived earming: 0 0 (4]
Income tax relating to gains an propery revaluation o ] 1] g
Subickal chasges in properly resalusdion surphss, net of ks 0 o (i) Eﬂ
Total other comprehenshee income that will ot be reclassified to the Income statement, net of tax 04 11,208 933 %ﬁ
Tatal other comprehenshoe Income {545} 1,450 {1,211 dE
Tatal comprehensive income attribitable to UBS AG sharehalders 5,690 2961 1,961
Tabde continues on the next page.

L3
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Consolidated finandial statements
UBS AG corsolidated financial staterments

Statement of comprehensive income (continued)

Table continued from previous page.

For the year ended
CHF milfon M.azas 21214 29213
Comprehensive intome attributable to preferred noteholders
Het profit/{los)} 7 142 204
Orther comprehenshve Income that will not be reclassilied o the ncome statement
Fareign comency tianslation movermests, befoe G (593 19 355
Inoome tax rebating bo foeeige cuntscy rardation mosements o 1] 1]
Subsctal foreign corvency tramslation, net of tax (59 12 355
Total other comprehenshve income that will not be reclassified to the Income statement, net of tax y 59y 19 355
Total comprehensive income stiribustable to preferred notehalders. 18 260 553
Comprehentive intome attributable to ron-controlling interests
Het profit/{los} 3 3 5

rther comprehenshve Incom e that will not be reclassifled to the Income statement

Farzign cemency tianslation moverments, befoe G y i2)
noome tax rebating o foeeige cunescy randation mosements 1]
Subactal Soreign cerrency tramskation, net of e i2)
Tatal other comprehenshoe income that will ot be reclassified to the Income siatement, net of tax ]
Tatal comprehensive income atiribitable to non-controlling Interests - 1

i

[
i

| | D e

Total comprehensive inmome

et profit) {loss) 6314 158 FETT]
Orther comprehenshve Incom e - 1608) 1,500 {857)
e whick: ather compebensive income that may be reclacrified 40 the income statement - {248 1687 12145
o which: ather compuehensie income that wil nat be reclessifiod to the icome statement - FrL {1,087 1288
Tatal comprehensive incoime 5,708 5,219 1524
570

400/636



EDINETOOOO
00000000000 0O(E05852)

oooooOoo
Balance sheet
% change from
CHF milfan Hote EiRFRL] EfREFAT EiRERT]
Agpats
Cach and Balances with ol Baries B _ 1,306 108073 1z
Due fram basks Cowmr 10,086 1338 i
Canh collsteral os spcurities bemowed Conm 58 4063 &
Reverss repurchase agreements Conm 67883 CFITR i
Tading portioho asiets O ¢ U, . e 0 mee s
of wihich: assats plediped as collatwal nhich may be ol or repledped by countemarties B 5 s1848 sE0N8 ]
Positve repiacement valuss LAnE M. e i
Cah collsteral moshables on deihative imtusets Conm a7 ETEN i3
Finascial asets desigeated ot fair vaue 24,28, 77 5,808 243 b
Loars - 0 m 15508 (1]
Financial imvestmesss asailzbie-for-sale B % T 62,843 57189 g
Imvstsents in asociates . n 9 w1 3
Property, equipmes? and safware B 6 Temn 6854 12
Goodwill and insangble szess B T 6568 675 (E]
Deferred tan ek -1 12,808 11,060 16
ERi N " 2248 069 2]
Total assets 943,258 1,062 327 [
Liabilities.
[Due 1o banks. 19 11, 8008 10,452 13
Cach collateral o securites et Lo nE 8028 80 N
Reparchie agmements Conm 8,651 new (18
Trading etk abifes v BU mm ST 4
Hegatiee replacement wakzes ComamME 162430 B0 28]
Canh collsteral payables o= dervative instruments ConE mm am 1)
Financial Fabilisies designanied at fair walue oMM E 62,995 56T (18
Due o czstomers B B anasn 40578 [¥:]
Debk ismud - n s2,35 21307 e}
Provisions B -0 a8 436 (L] =
Cehes akilities [§:] 4,506 70,352 4 g
Total llabilitie: BE6,013 1,008,162 (1 3 3
Equity gﬁ
Thare capital B . M ET 1 52
Shire eamium . o mam o el #
Trazzury shares B . o an {100}
Retamed eamings . : ma s b
Lrhes comprshensive income recognized dirstly in equity, net of fax 14,047) (3,159 L
Equity attribatable to WBS AG shareholders 5 _ 55,2448 _ 52108 y [}
Lty atiribetabie to prafemed sottaldes N . 1954 3 (£
Equity atiribesabie 1o non-castralling intemests L 45 [E]
Total equity 57,243 54 185 3
Total llabiities and equity 943,25 1,082 327 (1)
=7
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Consolidated finandial statements
UBS AG corsolidated financial staterments

Statement of changes in equity

SEare thare Treasury itz ned

Balance as of 1 January 2013 =4 33,862 {1,071} 16,491

Ezuanoe of stamw capital 1

Mcquisision of treasury shanes [B45]

[ispasal of fseasury shares aar

Treasury share gains/{losses) and ret premizm /| disooent) an own equity derivatie acdvity ot

Premius o= thanes issued and warrasts exercised 0

Employee share and shave option plans 05

Tan feopesse)/ besel recognized in share pre=ium a

[Cividends {5645

Equity classifind as obligadion fo puechase own shases. ]

Prafemad nobes

Kew consolidations and ofer iscreases !demeases) B

[Decomsolidations and other decreases {1

Total comprehensve income for the year 4111
o wihich: Mef peofit/foss) 72
of wiich: Other comprsthensive noome that may be sclarnifed do the income stafement, oef of ta

ok Oiber e income that will not be reclassiifed fo e income Saement
ot o tax — bevel plans _ _ L

o which: Obher comprehensive incarme that will not be reclassifind fo fhe income Safement
et o P — o coreecy fransiation

Balance a5 of 3 December 2013 | 33806 (1,081) 20,508

kzuance of s2are capital 0 : :

lhrqeivSon of reasury shares : (53]

Disposal of sseasury shares : 1845

Trezzury share gains.llosses) ased net premizm . discoent) an cwn equity derivatiee acuity : M :

Premiu= o shares isued and wamanss esercised : B

Emgloyer share and shae apsion plans CoTes

Tan fevpesse] {eseft recognized i 2are pre=ium : Y

Dibvidends C jmap

Equity classifed as obligadion s pusctase own shaves : &%

Prefersed mobes :

ew consolidations and offer increases f{domeanes]

Decomaolidations and other deceases

Total somgrehensve income for the yesr : : 2384
oWk Met pradit oz : : L
o whiok: Jber compesbensive icome that may be reclasrited 0 the income statement, oot of e : : :
o which: {bter compretiensive incaeme that will not be reclassiind o fhe income Satemen:
et of tax — clefined bewelft plms {1,208
i which: Obher compretensive incarme that will not be reclassifnd fo fle income Safement
et o faw — Founeiige coreecy r
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Consolidated finandial statements
UBS AG corsolidated financial staterments

Statement of changes in equity {(continued)

SEare thare Treasury itz ned
Balance as of 31 December 2014 =4 X2,057 (27} 22,502
Ezuanoe of stamw capital 1
Acqeisition of tressury shanes (252}
[ispasal of feasury shares X
Treasury share gains/{losses) and ret premizm /| disooent) an own equity derivatie sty 421
Premium om shares isved and wamants exerdsed 290
Employee share and shave option plans 18)
Tan feopesse)/ besel recognized in share pre=ium [ ]
[Cividends (29140 [i.1]
Equity classifnd as obligadion fo puechase own shases. 1]
Prafemad nobes
New consolidaions and offer increases | domeanes|
Deconsolidations and other decreases
Total comprehensve income for the year 6,530
o wihich: Mef peofit/foss) 6,235
of wiich: Other comprsthensive noome that may be sclarnifd do the income stafement, oof of ta
e wiich: Other v income that will not be reclassifing fo e income satement,
o o tax — bowefit plans EG
o whick: Ober comprsbensive income that will no? be reciasiod fo fhe income Sixtemant : : '
et o P — o coreecy fransiation
Balance as of 31 December 2015 k] AT 1] 29,433

1 E-:.-H-duﬁuu- rexoded direcsly b nefalnesl earnings. 2 Seflerts the payment cut of e caplal contibution e of UES &G of C3F 075 (084; CHF 0025, 3003 CHF 0% pe CHF Q10
jpar s
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Consolidated finandial statements
UBS AG corsolidated financial staterments

UBS AG shares issued and treasury shares held Conditional share capital

As of 31 Decemnber 2015, shares issued by UBS AG totaled Asof 31 December 2015, UBS AG's share capital could have been

3,858,408, 466 (31 December 2014: 3,844, 560,913 shares). increased through the issuance of 136,200,312 shares upon exer-
A5 of 1 January 2015, UBS AG held 2,115,255 trezsury shares,  cise of employee options.

which were exchanged with UBS Group AG shares in 2015, No Additional conditional capital wp to a maximwm numiber of

trezsuny shares were held as of 21 December 2015, 380,000,000 shares wes available & of 31 December 2015 for
=+ Refer to the "UBS shares” section of this report for maone conversion rights and warrants granted in connection with the
information issuance of bonds or similar finandial instruments.

Furthermiore, UBS AG's share capital could have been increased
by a maamurmn of 36,152,447 shares as of 31 December 2015
throwgh the exercise of options granted in connection with the
cash or title dividend distributed in 2015.
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Statement of cash flows
For the year ended
CHF millan HALIM MALe FTEFAL]
Cash flow from ! (wsed in} operating activities
Met profitdiloes) 834 T 11
Adjustments to reconclie net profit to cash Mow feom/ (used i) operating acthvities : : :
Mon-cash items included in et profi and other adustmests
Deprecialicn and impaitme=t of property, equipment asd sotuan: : oun gy Bl
A ion end imeairmest of istanghle ase : 107 B ]
Cruit loss espense  [recovery) : nr m w0
Share of net profits of asscciates : (&g} o) 45
Defermed tan epesse heseti] e 1,635} (545)
Met loxs/ {gai) from imeeeSing actheites _ (834} uan (L557]
Met loss/{gaiz) from financing activities _ (1e8q) AL 1988
Crher mel adjestments 1,628 (72504 515
Mt c2ange in opesating azsels and iabilties: : ' :
Due fram /%o banks : 1,768 (1,135 7,551)
Caeh codlstaral om securities bomowed and reverse repuschase agreements : any nM 43754
Cash collateral om securities lent and repurciass agreements : (2,900} (2,600} {23855)
Trading partilio, repiacement walues and Snancial assets designated 2t fair salue : 5407 (a9 43944
Cash collateral on derivative ' a8 LR {22412
Leare : Bl 2047 7.108)
Due 1o cestomens (17,263) 803 19,155
Crhes assets, provisions and ather liabifities : 7516 i 1.935)
come tases paid, ot of refusds. : (551} (500} ()
et cash flow fram (used in} operating scthvities 1,997 231 54,374
Cash flow from [ [used in} investing activities
Purcheze of rubsidiavies, ssocaies and intangibie amet i3 [} 45
Dispnsal of subsidiaries, aaciates and istngble et : am - 126
Purchase of progesty, squipment a=d so&ware : 1.841) (1915 11.296)
Dispnzal of praperty, eqeip=ent and soh : w7 mo &9
Nt {invest=pst il divest=ent of fizandal investments ailskhe-forsaiet ; (7.608) L0 5965 -
Mot cash flow fram i (used in} investing sctivities (8,424} 1556 5457 g
Table continues on the next page. E E
-
g&
EIT
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Consolidated finandial statements
UBS AG corsolidated financial staterments

Statement of cash flows (continued)
Table continued from previous page.

For the year ended
CHF millan ALY FTRFRrY FTEFAL
Cash flow from f(used ind finandng activities
Mt short-ters debit Bsued repaid) {8,404 (2521} 4, 2000
Ml mersements is treasury shares and nsn egeity derivaive actvity : 0 s (1)
Capital izmuance : 0 o 1
Distributions paid on UBS AG stams : (2.626) {=am (554
kzuance of lang-ter= debt, induding inascial Fabiltics designated ot fair walue : a77e0 P w014
Repasment of losg-term deb, induding Snancial liskiilies designased at fair valee : FIELE AT {50554
Usidends paid and repay=entz of preforeed notes : (108} (o {1,415
toal 2anges of non-contraling isserests : 5 @ 1]
et cash flow fram (used in} financing activitles (5,573} 2081 {47,555)
[Effects of emckange rate dfferences on csh and cash equivaleats {1,743} BEX |2, TSy
Het increase/ [decrease) in cash and cash equivalents (13,753) 0410 9,565
Caeh and cash eqeivalents 2t the begining of the year : 1METIS wm BETIS
Cash amd cash equivalents at the end of the year 102,962 116,715 56,784
Eash amd cash equivalents comprize:
Cach and Babareces with ep=teal Bariks : 01,308 04073 BoaTe
Due fram basks : 1072 1nm 11,117
Whoney market paper’ : 524 g 4,78
Tatal* 102,962 116,715 06,784
Additional information
Het cash fiow from i lzzed in) operating acivilies isclude:
Cash received as infesest : 11,144 131 12,148
Cash paid as inteoest ; 5,267 5 360 116
Cash receved s dividends an pquity imvestments, imerstment funds and azocisses ) 2,120 1,561 1421
1 e 3015, UES A relinedd s defiiben: of cash and csh exuiaienis o esduse csh coliaieal s o o it lbank: m_mﬂ*ummhmm
don : includes Shidends st from associae. :.:L_ nﬁrﬁuhnh.-drrm-mirﬂ.mnhhﬂ- ended 31 December 2045, CHF 140,838 milln far the

31 Decorber 3014, CHF 153,237 mifion for the -Ham-:-rmaj and et sl aerliows fiem puchases of {CHF 101, Mn.i-h&--.-rmhm Decomber J005, CHF 136,330 h-&-
year endesl 31 Deoamber 08, CHF 147,521 for e year ended 31 Deoember 2013} Money market| 5 Inchudes) i thee bakunos sheet unde: Trading portiolio ames (31 Decereher 3015: C5F 795 mik-
l-.m mhmlthmrﬂh:lmn-ma:ur1nsnﬂnudmu nmh-um u-ni-zuls:nluﬂd\m.n Decermber 2084: CHF 34 million, 31 Decomber

3: CHF 2571 milllon). !ﬂlFSﬁErﬂuxDFlﬂﬂrﬁn:deWr.m:fdmﬂnd‘lqhﬁhm (D from banks | wese resiolied a5 of 31 Decamber 3005, 31 December
mq-dz'luni-zmz,m* Mot 75 for meve Informaiion. ahﬂhﬁﬁﬂdﬁumm&mmﬂhmthumml: CHE 59 mithon] rezorted whin
et flow lizm  fsed Inf Ireesting activies.
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Notes to the UBS AG consolidated financial statements

MNote 1 Summary of significant accounting policies
a) Significant accounting policies

The significant acoounting policies applied in the preparation of
the consolidated finandal statements {the “Fnancial Statements™)
of UBS AG and its subsidiaries ("UBS AG™) are desoibed in this
note. These policies have been applisd consistently in 2l years
presanted unless otherwize stated.

1) Basis of accounting

UBS AG provides a broad range of financial services induding:
advisory services, undenariting, fimancing, market-making, assst
management and brokerage on a global level, and retail banking
in Switzerland. UES A5 was formed on 29 June 1998 when Swiss
Bank Corporation and Union Bank of Switzerland merged. LIBS
Group AG was establizhed in 2014 2= the holding company of the
Group and in 2015 it increased its ownership interest in UBS AG
to 100%, following the successful completion of the procedure
under arficke 33 of the Swiss Stodk Exchange Act {SESTA proce-
dure). Refer to Mote 32 for more information.

The Fnandal Statements are prepared in accordance with IFRS
as issued by the International Accounting Standards Board (145B),
and are presented in Swiss francs (CHF), the currency of Switzer-
land, where UBS AG is incorporated. On 10 March 2016, the
Financial Statements were authorized for ssue by the Board of
Directors. The Financial Statements are prepared using uniform
accounting polides for similar transactions and other events.
Intercomipany transactions and balances have been eliminated.

Disdosures incorporated in the “Risk, treasury and capital
management” section of this Annual Report, which form part of
these Financizl Statements, are marked a5 audited. Thess disclo-
sures relate to reguirements under IFRS 7 Finandial instruments:
Disclosures and 145 1 Presemtation of Finandal Statements and
arz not repeated in the “Finandal information — consolidated
finandial statements” saction.

2} Use of estimates

Preparation of these Finandal Statements umder IFRS reguires
management to make estimztes and asumptions that affect
reported amounts of assets, lizhilities, income and expenses and
disclosure of contingent assets and liabilities. These estimates and
assumptions are based on the best available information. Achusl
results in the future could differ from such estimates and such
differences may be material to the Financial Statements. Estimates
are reviewed regularly and revisions are recognized in the period
in which they occur.

Thie Tollowing notes to the Anandal Statements contain infor-
miation about thoss areas of estimation uncertainty considered to
require critical judgment and have the maost significant effect on
the amowrts recognized in the Fnancial Statements: Mote 2
Income taxes, Note 12 Allowances snd provisions for credit losses,
Mote 17 Goodwill and intangible assets, Note 22 Provisions and
contingent lsbilities, Mote 24 Fair value messurement Note 28
Pension and other post-employment benefit plans, Mote 29 Equity
participation and other compensation plans and Mote 20 Interests
in subsidiaries and other entities.

3} Subsidiaries and structured entities

The Financial Statements comprise those of UBS AG and its subsid-
iaries, including controlled structured entities (SEs), presented as a
single economic entity. Equity attributable to non-controlling inter-
ests is presented on the consolidated balance sheet within Equity,
separately from Eguity attnibutable ro UBS AG sharshalders.

LBS AG contrals an entity when it has power over the relevant
activities of the entity, exposure o variable returns and the ahility
to use its power to affect its returns.

Where an entity is governed by voting rights, contral is gener-
ally indicated by a direct shareholding of more than one-half of
the wotimg rights.
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MNote 1 Summary of significant accounting policies (continued)

In other cases, the assessment of control is more comiplex and
requires greater use of judgment. Whare UB5 AG has an interest
in an antity that absorbs variability, UBS AG considers whether it
has power over the entity that allows it to affect the varabiity of
its returns. Consideration i given to all facks and circumstances to
determine whether UBS AG has power ower another entity, that is,
the current ability to direct the relevant actwities of an entity whan
decisions about those activities need to be made. Factors such as
the purpose and design of the entity, rights held through contrac-
tual arrangements such as call rights, put rights or liquidation
rights, as well as potential decision-making rights are all consid-
ered in this assessment. Where UBS AG has power over the rels-
vant activities, a further assessment is made to determine whether,
through that power, it has the ability to affect its own returns -
that is, amessing whether power is held in a principal or agent
capacity. Consideration is given to (i) the scope of decision-making
authority, {ii} rights held by other parties, including removal or
other partidpating rights and (=) exposure o variabiity, including
remuneration, relative fo total variabilty of the entity as well as
whethar that exposure is differant from other mvestors. If, aftar
rewiews of these factors, UBS AG concludes that it can exercise its
power to affect its own returns, the entity is consolidated

Subsidiaries, induding SEs, are consolidated from the date
control is obtained and are deconsclidated from the date control
ceases, Control, or the lack thereof, & reassessed if facts and cir-
cumstances indicate that there is a change to one or more of the
elements needed to establish that control is present.

=+ [Refer to Hote 30 for mone information on subsidiaries and

structured entities

Structured entities (5E5)
SEs are entities that have been designed so that woting or similar
rights are not the dominant factor in deciding who controls the
entity, swch as when voting rights relate only 0 adminisirative
tasks and the relevant activities are directed by means of contrac-
tual arrangements. Such entities generally have a narrow and
well-defined objective and irclude those historically referred to as
special purpose enfities {SPEs) and some investiment funds. UEBS
AG asseszes whether an entity is an SE by considering the nature
of the activities of the entity as well as the substance of voting or
similar rights afforded to other parties, including investors and
independent boards or directars. UBS AG considers rights such as
the ahility to liquidate the entity or remove the dedision maker to
be similar to voting rights when the holder has the substantive
ahility to exercise such rights without cause. In the absence of
such rights or in cases where the existence of sudh rights cannot
be fully established, the entity is considered #o be an SE

UBS AG sponsors the formation of SEs and interacts with non-
sponsored SEs for a variety of reasons induding allowing dients to
obtain or be exposed to particular risk profiles, to provide funding

5a0

or to sall or purchase credit risk. Many 5Es are established ==
bankruptcy remote, meaning that anly the assets in the SE are
available for the benafit of the S5 investors and such investors
have no other recourse to UBS AG. UBS AG is deemed to be the
sponsor of an SE when it is involved in its creation, establishment
and promotion and fadiitates its ongoing success through the
transfer of assets or the provision of explict or implict financial,
operational or other support. Where UBS AG acts purely as an

advisor, administrator or placement agent for an SE ceated by a

third-party entity, it is not considered to be sponsored by LBS AG.
Each individual entity is assessed for consalidation in line with

the consclidation principles described above, considering the
nature and scope of UBS AGS imvolvement. As the nature and
extert of LBS AGs imohement is unique to each entity, there is
no uniform consolidation outcome by enfity — cerfain entities
within a dass are consolidated and cthers are not. Wien UBS AG
does not consolidate an SE but has an interest in an SE or has

sponsored an SE, additional disdosures are provided in Note 30

on the nature of these interests and spansorship activitiss. The

clames of SEs5 UBS AG is involved with indude the following:

— Securitization structwred entities are established to issue securi-
ties to investors that are backed by assets held by the SE and
wheraby (i) significant credit risk associated with the securi-
tized expasures has been transferred to third parties and (i)
there is mare than one risk position or trandhe issued by the
sacuriization vehide in line with the Basal Il securitization
definition. All securitization entities are dassified as SEs.

— (hent imestment structured entities are established predomi-
nantly for cdients to imvest in spedfic assets or risk exposures
throwgh purchasing notes issued by the SE. predominantly on
a fixed-term basis. The SE may source assets via a transfer from
LUBS AS or through an external markst transaction. In some
cazes, UBS AG may enter into derivatives with the 5E to either
align the cash flows of the entity with the investor's intended
imwestment objective or to introduce other desired risk expo-
sures. In certain cases, IUBS AG may have interests in a third-
party sponsored SE o hedge spedfic risks or particpate in
asset-backed financing.

— Imvestment fund structured entities have a collective imvest-
ment chjective, are managed by an imvestment manager and
are either passively managed, such that any decision-making
does not have a substantive effect on variability, or are actively
mianzged and investors or their governing bodies do not have
substantive voting or similar rights. UBS creates and sponscrs
a large number of funds in which it may have an interest
through the recsipt of variable management fees andfor a
direct investment. In addition, UBS AG has interests ina num-
ber of funds created and sponsored by third parties, induding
exchange-fraded funds and hedge funds, to hedge issued
structured products.
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MNote 1 Summary of significant accounting policies (continued)

Business combinations

Busiress combinations are accounted for using the acguisition
method. As of the acquisition date, UBS AG recognizes the iden-
tifiable assets acquired and the liskdities azsumed at their acquisi-
tion-date fair values. For each business combination, UBS AG
measures the non-controlling interests in the acquiree either at
fair value or at their proportionate share of the acquires’s identifi-
able net assets. Generally, non-controlling interests are present
ownership interests that entitle their holders to a proportionate
share of the net assets of the acguires in the event of liguidation.

The cost of an acquisition is the aggregate of the assets trans-
ferred, the liabilities owed to former owners of the acquires, and
the equity instruments issued, measured at acquisition-date fair
values. Acguisition-related costs are expersed 25 incurred. Any
contingent consideration that may be transferred by UBS AG is
recognized at fair value as of the date of acquisition.

If the contingent consideration is dassified as an asset or liabil-
ity, subsaquent changes in the fair value of the contingent consid-
eration are recognized in the income statement. If the contingent
consideration is classified as equity, it is not remeasured and its
subsequent settlement is accounted for within Equity: Any
of the aggregate of the consideration transferred and the amount
recognized for non-controlling interssts over the net identifisble
azsets acquired and lizbilities assumed is considered gocdwill and
is recognized a= a separate asset an the balance sheet, initially
mieasured at cost. If the fair value of the net assets of the subsid-
iary acquired exceeds the aggregate of the consideration trans-
ferred and the amownt recognized for non-controlling interests,
the difference is recognized in the income statement on the
acquisition date.

=% [Refer to Note 31 for mone information on butines: combinations

4) Associztes and joint venbures

Investrments in entities in which UBS A5 has significant influence,
but not contral, over the financial and operating polices of the
entity are classified as investments in assodates and accounted for
under the equity method of accounting. Mormally, significant
influence is indicated when UBS AG owns between 20% and
50% of & compary’s voting rights. Investments in associates are
initially recognized at cost, and the camying amount is increasad
or decreased after the date of acquisition to recognize LBS AG's
share of the investee's net profit or loss (induding net profit or loss
recognized directy in equity). Interests in joint venbures are also
accounted for under the equity method of accounting. A joint
venture is subject to a contractual agreement between UBS AG
and one ar more third parties, which establishes joint control over
the relevant activities and provides rights to the net assats of the
entity. Interesis in joint vertures are dassified a= Investments in
FTSOCISTES.

If the reporting date of an associate ar joint venture & different
than UBS AG’s reporting date, the most recently available finan-
cial statements of the associate or joint venture are used to apply
the eguity method. Adustments are made for effects of signifi-
cant transactions or events that may ocour bebween that date and
UBS AG's reporting date.

Investments in associates and interests in joint ventures are
clamified = held for sale i their carmying amount will be recovered
principally throwgh a sale transaction rather than throwgh con-
tinuing use. Refer to itern 29 for more information.

= Refer to Mote 30 for more information on associates and joint

ventures

5} Recognition and derecognition of financial instruments

UBS AG recognizes financial instruments on its balance sheet whan
UBS AG becomes a party to the contractual provisions of the instru-
mentis, provided the recognition ariteria are met. UBS AG also acts
in a trustee or other fiduciary capacity, which results in the holding
or placing of assets on behalf of individuals, trusts, retirement ben-
afit plans and other institutions. Unless the recognition criteria are
satisfied, these assets and the related income are excduded from
UBS AG's Finandial Staterments, a5 they are not assets of UBS AG.

Fimancial assefs
UBS AG enters info cerfain transactions where it transfers finan-
cial assets recognized on its balance sheet but retains either all or
a portion of the risks and rewards of the transferred finandal
assets. if all or substantially all of the rsks and rewards are
retained, the trarsferred financial assets are not derecognized
from the balance sheet. Transactions where transfers of finandal
assets result in UES AG retaining all or substantially all risks and
remards include securities lending and repunchase transactions
described under temrs 13 and 14. They also indude transactions
where financizl assets are sold to a third party together with a
total return swap that results in UBS AG retaining all or substan-
tizlly all risks and rewards of the transferred assets. These types of
transactions are accounted for as secured finandng transactions.
In transactions where substantially all of the risks and rewands
of cwnership of a financial asset are neither retained nor trans-
ferred, UBS AG derecognizes the financial asset if control over the
asset is surrendered. The rights and obligations retained following
the transfer are recognized separately as assets and liskilities,
respactively. In transfers where control over the finandial asset s
retained, LWBS AG 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 fol-
lowing the transfer. Examples of such transactions indude written
jput options, acquired call options, or other instruments lnked to
the performance of the transferred assat.

5Bl

411/636

oOoOooodn

Coarsabdaed
financial s@iemens



Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

EDINETOOOO

00000000000 0O(E05852)

MNote 1 Summary of significant accounting policies (continued)

For the purposas of UBS AG's disclosures of transferred financial
assets, a financial asset is typically considered to have been trans-
ferred when UBS AG a) transfers the contractual rights to receive
the cash flows of the financial asset or b retains the contractual
rights to recaive the cash flows of that asset, but assumes a con-
tractual cbligation o pay the cash flows to one or more entities.

Where financial assets have been pledged as collateral or in
similar arrangements, they are considered to have been trans-
ferred if the counterparty has received the contractual right to the
cash flows of the pledged assets, as may be evidenced, for exam-
ple, by the counterparty’s right to s=ll or repledge the asssis.
Where the counterparty to the pledged finandal assets has not
received the confractual right to the cash flows, the assels are
considered pledged, but not transferred.

= Refer to Note 5b and 25¢ for mone information on transfermed

fimancial asiets

Finarcial liabilities

UBS AG derecognizes a financial liability from its balance shest
when it is extinguished, such as when the obligation specified in
the coniract is discharged, cancelled or has espired. When an
existing finandgial kability is exchanged for a new one from the
same lerder on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or
modification is treated as the derecognition of the original liability
and the recognition of a new liability with any difference in the
respective camryimg amounts being recognized in the income
staterment.

6] Determination of far value
Fair value is the price that would be received for the sale of an
asset or paid to transfer a liability in an orderly transaction
between market partidpants in the principal market {or most
atantageous market, in the absence of a prindipal markef) as of
the measurement date.

=% [Refer to Note 24 for more information on fair value messurement

7] Trading portfolio assets and liabilities

Mon-derivative financial assets and lizbilities are classified at
acquisition as held for trading and presented in the trading port-
folio if they are a) acquired or incurred prindpally 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.

Gaz

The trading portfolio includes non-derivative finandial instru-
meents (induding those with embedded derivatives) and commiod-
ities. Financial instruments that are considered derivatives in their
entirety generally are presented on the balance sheet as Posithe
replacernent values or Negative replacement values. Refer to item
15 for more information. The frading portfolic indudes recog-
nized assets and liabilibes relating to progrietary, hedging and
dlient-related business.

Trading partfolic assets indude debt instruments (induding
those in the form of securities, money market paper and traded
corporate and bank lcans), equity instruments, assets held under
unit-linked contracts and predous metals and other commodities
indude obligations to deliver finandal instruments such as debt
and equity instruments which UBS AG has sold to third parties but
does mot own (short positions).

Assats and lizbilities in the trading portfolic are measured at
fair value. Gains and |osses realized on disposal or redemption of
thess assets and liabilities and unrealized gains and losses from
changes in the fair value of these assets and liabilties are reported
as Net trading income. Interest and dividend income and expenss
on these assets and lizhilities are induded in Inferest income aor
Interest expense.

UBS AG uses setlement date accounting when recognizing
assets and liabilities in the trading portfolio. From the date a pur-
chase trarsaction is entered into (frade date) until setflement
date, UBS AG recognizes any unrealized profits and losses arising
from changes in fair vakue in Met trading income. The comespond-
ing receivable or payable is presented on the balance shest a5 a
Positive replacement value or Negative replacement 1alve. On
settlement date, the resulting finandal asset is recognized on the
balance shest at the fair value of the consideration given or
received, plus or minus the change in fair value of the contract
since the trade date. From the trade date of a sales transaction,
unrealized profits and bosses are no longer recognized and, on
settlement date, the asset is derecognized.

Trading poviiolio assets transferred to external parties that do
not qualify for derecognition (refer to item 5 for more informa-
tion} and where the transferse has obtained the right to sall or
repledge the assets continue o be dassified on the UBS AG bal-
ance sheet 25 Trading partfolic assets but are identified as Assets
pledged as collateral which may be sold or repledged by counter-
parties. Sudh assets continue fo be measured at fair value.

= Refer to Mote 13 and 24 for more information on trading

portfolio assets and liabilities.
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MNote 1 Summary of significant accounting policies (continued)

8) Ainandal assets and finandial lisbilities designated at fair value
through profit or loss
A financizl instrumant may be designated at fair value through
profit or loss only upon initial recognition and this designation
cannot be changed subssquently Financial assets and financal
liabilities designated at fair value are presented an separate lines
on the face of the balance sheet. The fair valwe option can be
applied only if one of the following criteria is met:

— the fimandial instrument is a hybrid instrument that indudes a
substantive embedded derivative;

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

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

UBS A5 has used the fair value option to designate most of its
isswed hybrid debt instruments as financial liabilities designated at
fair value through profit or loss, on the basis that such financial
instruments include embedded dernatives and/for are managed
on a fair value basis. Such hybrid debt instruments predominantly
indude the following:

— Equity-linked Bonds or notes: linked to a single stock, a basket

of stocks or an equity inde;

— Credit-linked bonds ar notes: linked to the performiance {oou-
pon and/for redemption amount) of single names (such as a
company or & country) or a basket of reference entities and

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

The fair value option & also applied to certain loans and loan
commitments, othenwise accounted for at amortized cost, whidh
are hedged predominantly with credit derivatives. The application
of the fair walue option to the boans and loan commitments
reduces an accounting mismatch, as the credit derivatives are
accounted for as dervative instruments at fair value through
profit or boss. Similardy, UBS AG has applied the fair value option
to certain structured loans and reverse repurchase and securities
borrowing agreements which are part of portfolios managed on a
fair value basis.

The fairvalue opticn is applied to assets held to hedge deferred
cash-settled employee compensation awards, in order to reduce
an accounting mismatch that would otherwise arise due to the
liability 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 trading
incame. Interest income and interest expense on finandal assets
and liabilities designated at fair value through profit or loss are
recognized in Inferest income on financial assets designated at

fair valve or Irnferest expense on financis! labilities designated at
Tair value. respectively.

LUBS AG applies the same recognition and derecognition prin-
ciples to finandal instruments designated at fair value as to finan-
cial instrurments in the trading portfolio. Refer to iterns 5 and 7 for
mare information.

= Refer to Motes 3, 20, 2de and 27d for mone information on

finandal assets and liabilities designated at fair value

3} Finandal investments dassified as available-for-sale
Financial investments dassified as available-for-sale are non-deriv-
ative financial assets that are not dassified as held for trading,
designated at fair value through profit or loss, or loans and receiv-
ables. They are recognized on a setlement date basis.

Financial imvestments dassified as available-for-sale indude: (a)
debt securities held as part of a lange multi-currency portfolio of
unencumbered, high-guality assets managed centrally by Corpo-
rate Center — Group Asset and Liability Management, a majority
of which is short-term, (b} strategic equity imestments, {c} certain
investments in real estate funds, (d) certain equity instruments
induding private equity investments, and {2} debt instruments
and non-performing loans acquired in the secondary market.

Finandial investments that are classified as available-for-sale ars
recagnized initially at fair value less transaction costs and are mea-
sured subsequently at fair value. Unrealized gairs and losses are
reported in Other comprehensive income within Equity net of
applicable income taxes, wnfil such investments are sold, collected
or otherwise disposed of, or until any such investment is deter-
mined o be impaired. Urrealized gains before tax are presented
separately from unrealized lossas before tax in Motz 15

For monetary instruments (such as debt securities), foreign
exchange translation gains and losses determined by reference to
the amortized oost basis of the instruments are recognized in Aer
trading income. Foreign exchange franslation gains and losses
related to other changes in fair value are recognized in Other

jve income within Equity: Foreign exchange fransla-
tion gains and |osses assodated with non-monetary instruments
{such as equity securities) are part of the overall fair value change
of the instruments and are recognized in Other comprehensie
income within Eguity:

Interest and dividend income on financial mestments classi-
fied a5 available-forsale are induded in Interest and dividend
incame from finanoal investments available-forsale. Interest
income is determined by reference to the instrument’s amortized
cost basis using the effective interest rate (EIR).

On disposal of an investment, any related accumulated urreal-
ized gains or losses included in Equity are redlassified to the
income statement and reported in Cther income. Gains or losses
on disposal are determined using the average cost method.
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MNote 1 Summary of significant accounting policies (continued)

At each balance sheet date, UBS AG assesses whether indica-
tors of impairment are present for an available-for-szle invest-
ment. An available-for-sale investment is impaired when there is
objective evidence that, as a result of one or more events that
occurred after the initial recognition of the investment, the esti-
miated future cash flows from the investment have decreased. &
significant or prolonged dedine in the fair value of an available-
for-sale equity instrument below its original cost is considered
objective evidence of impairment. In the event of a significant
dedine in fair value below its original cost (20%) or a prolonged
dedline {six months), an impairment is recorded unless facks and
circumstances dearly indicate that the decline in value, an its
own, is not evidence of an impairment.

For debt investments, objective evidence of impairment
indudes significant finandal difficulty of the isuer or counter-
party, default or delinquency in interest or prindpal payments, or
it becoming probable that the borrower will enter bankruptoy or
finandal reorganization. i an available-for-sale finandial invest-
ment is determined to be impaired, the related cumulative net
unrealized loss previously recognized in Other comprehensive
income within Equity is reclassified to the income statement
within Other income. For equity instruments, amy further loss is
recognized directly in the income statement, whereas for debt
instruments, any further loss is recognized in the income state-
ment only if there is additional objective evidence of impairment.
After an impairment of an equity instrument that & dassified as
available-for-sale, increases in the fair value are reported in Other
comprehensive income within Equity: Subsequent increases in the
fair value of debt instruments up to an amount that equals their
amortized cost in origingl cumency are recognized in Other
income, provided that the fair values increase is related fo an event
oocurring after the impairment loss was recorded. Increases in
excess of that amount are reported in Other comprehensive
income within Equine

UBS AG applies the same recognition and derecognition prin-
ciples to financial assets dassified as available-for-sale as to
financial instruments in the trading portfolio (refer o items 5
and 7 for more information), except that wunrealized gains and
losses bebween trade date and setffement date are recognized in
Other comprehensive income within Eguity rather than in the
income statement.

= Refer to Note 15 and 24 for more information on finandal

investrments available-for-ale

524

10 Loans and receivables

Loans and receivables are mon-dervative finandal assets with

fized or determinable payments that are not quoted inan active

market, not classified as held for trading, not designated at fair

value through profit and loss or dassified as available-for-sale, and

are not assets for which UBS AG may not recover substantially all

of its initial net investment other than because of credit deteriora-

tion. Financial assets dassified as loans and receivables indude:

— originated loans where funding is provided directly to the
bomower;

— partidpation in a loan from anmother lender and purchased
loans; and

— securities which were dlassified as loans and receiables at
acquisition date, such as municipal auction rate sscurities in
the Corporate Center — Mon-core and Legacy Portfolio (refer to
Mote 27c for more information).

Loans and receivables are recognized when UBS AG becomes
a party to the contractual provisions of the instrument, which =
when funding is advanced to borrowers. Thay are recorded ini-
tially at fair value, based on the amount provided to originate or
purchase the assats, together with ary trarsaction costs directly
attributable to the acquisition. Subsequently, they are measured
at amortized cost using the EIR methed, less allowances for credit
losses_ Refer to item 11 for information on allowances for credit
losses and to Mote 27a for an overview of the financial assets dlas-
sified as loans and receivables.

Interest on laans and receivables is induded in Interest sarned
on lpans and advances and is recognized on an accrual basis.
Upfront fees and direct costs relating to loan origination, refinanc-
g or restructuring as well as to lban commitments are generally
deferred and amortized to Interest earmed on loans and advances
over tha ife of the loan using the BIR method. For loan commit-
mentis that are not expected o result in a loan being advancad, the
fees are recognized in Net fee and commission income over the
commitment period. For boan syndication fees where UBS AG does
not retain a portion of the syndicated loan, or where UBS AG does
retain a portion of the syndicated loan at the same effective yield
for comparable risk as other participanis, fees are credited to Met
fee and commission income when the services have been provided.

Presentation of receivables from central banks
Deposits with central banks that are available on demand are pre-
sented on the balance sheet a5 Cash and balances with central
banks. All longer-dated receivables with central banks are pre-
sented under Due from banks.
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MNote 1 Summary of significant accounting policies (continued)

Finarcial assets reclassified to loans and receivabiles

When a finandal asset is reclassified from held for trading to loans
and receivables, the finandal asset is reclassifisd 2t its fair value on
the date of redassification. Any gain or loss recognized in the
income staternant before reclassification is not reversed. The fair
value of a finandial asset on the date of redassification becomes
its cost basis going forward. In 2008 and 2009, UBS AG deter-
mined that certzin financial assets dassified as held for trading
were no longer held for the purpose of selling or repurchasing in
the mear term and that UBS AG had the intention and ability to
hold these assets for the foreseeable future, considered to be a
pericd of approdmately twelve months from the redassfication.
Therefore, these assets were redassified from held for trading to
loans and receivables.

=+ fefer to Note 27¢c for more information on redassified sssets

Renegaotiated bbans

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 contermplated in the original contract

Typical key features of terms and conditions granted through
renegotiation o avoid default induds spedal interest rates, post-
porement of interest or amortization payments, modification of
the schedule of repayments or amendment of loan maturity:
There is no change im the EIR following a renegotiation.

I a boan is renegotiated with preferential conditions (Le., new
or modified terms and conditions are agreed which do not mest
the mormal market oiteria for the quality of the obligor and the
type of loan), the position is still dassified as non-performing and
is rated as being in counterparty default. it will remain so until the
loan is collected or written off and will be assessed for impairment
on an individual basis.

If a lcan is renegaotiated on a non-preferential basis (e.g_, addi-
tional collateral is provided by the dient, or new terms and condi-
tiors are agreed which meet the nomal market criteria, for the
quality of the cbligor and the type of loan), the loan will be re-
rated using UBS AG's regular rating scale. In these drcumstances,
the loan is removed from impaired status and induded in the col-
lective assessment of loan loss allowances, unless an indication of
impairment exists, in which case the koan is assessed for impair-
miert on an individual basis. For the purposes of measuring credit
losses within the collective loan loss assessment, these boans are
not segregated from other loans whidh have not been remegoti-
ated. Management regularly reviews all loans to ensure that all
criteria according to the loan agreement continue o be met and
that future payments are likely to occur. Refer to item 11 for mare
information on allowances and provisions for credit losses.

A restructuring of a loam could lead to a fundamental change
in the terms and conditions of 2 loan, resulting in the original loan
being derecognized and a new loan being recognized.

If & loan is derecognized in these circumstances, the new loan
is measured at fair value at initial recogrition. Any allowance
taken to date against the original lcan is derecognized and is not
attributed tothe new loan. Consequently, the new loanis assessed
for impairment on an individuzl basis. if the loan is not impaired,
the koan is included within the general collective boan assessment
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 s
objective evidence that BS AG will be unable to collect all
amounts due {or the eguivalent thereof) on a daim, based on the
aoriginal contractual terms due to credit detericration of the isuer
or counterparty. A daim means a loan or receivable carried at
amortized cost, or 2 commitment such as a letter of credit, a guar-
antee, or ancther similar instrument. Objective eviderce of
impairment includes significant financial difficulty of the issuer or
counterparty, default or delinguency in interest or principal pay-
ments, or a likelihood that the bomower will enter bankruptoy or
financial recrganization_

An allowance for credit losses is reported as a reduction of the
carrying value of a claim on the balance sheet. For an off-balance-
shieet item, such as a commitment, a provision for credit loss is
reported in Provisions. Changes oo allowances and provisions for
credit losses are recognized as Credit foss expenses recoveny:

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

Courderparty-speciic. A loan & considered impaired when

determines that it is probable that UBS AG will not
[be able to collect all amounts due (or the equivalent value therecf)
basad on the original contractual terms. Individual oredit expo-
sures ane evaluated based on the borrower's overall financial con-
dition, resources and payment record, the prospects of support
from contractual guarantors and, where applicable, the realizable
value of any collateral. The estimated recoverable amount is the
present value, ealoulated using the claim's original EIR, of expected
fubure cash flows including amounts that may result from restruc-
turirg or the liquidation of collateral. f 2 loan has a varizble inter-
est rate, the discount rate used for caloulsting the recoverable
amount is the current EIR. Impairment is messured and allow-
arwes for credit bosses are established based on the difference
between the carrying amount and the estimated recoverable
amount. Lpon imipairment, the accrual of interest income based
on the original terms of the loan is discontinued. The increase in
the present value of the impaired loan due to the passage of time
is reported as Inferest income.
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Mote 1 Summary of significant accounting policies (continued)

All impaired loans are reviewed and analyzed at least annually.
Any subsequent changes to the amounts and tming of the
expected fubure cash flows compared with prior estimates result
in @ change in the allowance for credit losses and are charged or
credited to Credlit loss expensefrecovery. An allowance for impair-
ment is reversed only when the cedit quality has improved o
such an extent that there is reasonable assurance of timely collec-
ticn of principal and interest in acocordance with the original con-
tractual terms of the daim, or the equivalent value thereof. 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 or, if no allowance has been established previcuwsly,
directly to Credit loss expense/frecovery. Recoveries, im part or in
full, of amounts previcusly written off are credited to Credit [oss
expense Fecovery.

& loan is classified as non-performing when the payment of
interest, prindpal or fees is overdue by more than 90 days, when
insolvency proceedings have commenced, or when cbligations
have been restructured on preferential terms. Loans are evaluatad
individually for impairment when amounts have been overdue by
more than 90 days, or if other objective evidence indicates that a
loan may be impaired.

Coflectively: All loans for which no impairment is identified at
a counterparty-specific level are grouped on the basis of UBS
AL internal credit grading system that considers credit risk char-
acteristics such as asset type, industry, geographical location, col-
lateral type, past-due status and other relevant factors, 4o col-
lectively assess whether impairment exists within a portfolio.
Future cash flows for 2 group of financial assets that are collec-
tively evaluated for impairment are estimated on the basis of his-
torical loss experience for assets with credit risk characteristics
similar to those in the group. Historical loss experience is 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 loss experience is based and to remove the effects of
conditions in the historical period that do not exist currently in
the portfolio. Estimates of dhanges in future cash flows for the
group of finandal assets reflect, and are directionally consistent
with, changes in related obserable data from year o year. The
methodology and assumptions wsed for estimating future cash
flows for the group of finandal assets are reviewed regularly to
reduce amy differences between loss estimated and achual koss

Gas

experience. Allowances for colledtive impairment assessments
are recognized as Credit loss expense/ recovery and result i an
offset to the aggregated loan position. As the allowance cannot
bbe allocated to individual loans, the loans are not considered to
|be impaired and interest is accrued on each loan according to its
contractual terms. H objective evidence becomes availzble that
indicates that an individual financial asset is impaired, it &
removed from the group of finandal assets assessed for impair-
ment on a collective basis and is assessed separately as a countes-
party-specific claim.

Reclassified securities and similar acquired securities carried at
amortized cost: Estimated cash flows assodated with finandal
assets reclassified from the held for trading category fo loans and
receivables in accordance with the requirements in item 10 and
other similar assets acquired subsequently are reviewsd periodi-
cally. Adverse revisions im cash flow estimates related to credit
events are recognized in the income statement as Credlit loss
expensa/frecovery. For a redassified loan, a change in expectation
regarding the recoverability of the security and its future cash
receipts requires an adjustment to the EIR on the loan from the
date of change {refer 1o Mote 27c for mare information).

= Refer to Mote 12 for more information on allowances and

provigons far credit losses

12) Securitization structures set up by UBS AG
UBS AG securitizes certain finandal assets, generally sslling Trad-
ing portfolic assets to SEs that ssue securities to investors. UBS
AG applies the policies set out in iterm 3 in determining whether
the respective SE must be consolidated and those set out in item
5 in determining whether derecognition of transferrsd finandal
assets is appropriate. The following statements mainly apply to
transfers of finandal assets that qualify for derecognition.
Gains or |osses related to the sale of Trading portfolio assets
involving & securitization are recognized when the derecognition
criteria are satisfied; the resulting gain or loss is indudad in Aer
Interests in the securitized finandal assets may be retained in
the form of senior or subardinated tranches, interest-only strips or
ather residusl interests (retained interests). Retained interests are
primarily recorded in Trading portfolio assets ard are camied at
fair value. Synthetic securitization structures typically imche
derivative financial instruments far which the principles set out in
temi 15 apphy.
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Mote 1 Summary of significant accounting policies (continued)

UBS AG acts as structurer and placement agent in various
mortgage-backed securities (MBS} and other asset-backed secu-
rities (ABS) securitizations. In such capacity, UBS AG may pur-
chase collateral on its own behalf or on behalf of dients during
the period prior to securitization. UBS AG then typically salls the
collateral into designated trusts upon dosing of the securitiza-
tion. In other securitizations, UBS AG may only provide finanding
to a designated trust in order to fund the purchase of collateral
by the trust prior to securitization. Furthermore, UBS AG under-
wiites the offerings to investors, eamning fees for its placement
and struchuring services. Consistent with the valuation of similar
inventory, fair value of retasined tranches is initially and sulbss-
quently determined using market price quotations where avail-
able or internal pricing modeks that utilize variables such as yield
curves, prepayment speeds, default rates, loss severity. interest
rate volatilities and spreads. Where possible, assumptions based
on observable transactions are used to determine the fair value of
retained interests, but for some interests substantially no obsere-
able information is available.

=% Refer to Note 30¢ for mone information on the UBS AG'S

iinvalvement with securitization vehides

13) Securities borrowing and lending

Securities borrowing and securities lending transactions are gen-
erally entered into on a collateralized basis. In such transactions,
UBS AG typically borrowes or lends equity and debt securities in
exchange for securities or cash collateral. Additionally, UBS AG
borrows securities from its dients’ custody accounts in exchange
for a fee. The transactions are normally conducted under standard
agreements employed by finandial markst participants and are
undertaken with counterparties subject to UBS AG's narmal credit
risk: contral processes. UBS AG monitors on a daily basis the mar-
ket value of the sscurities received or delivered and requests or
prowides additional collateral or returns or reczlls surphus collateral
in accordance with the underlying agreements.

Cash collateral received is recognized with 2 corresponding
obligation to retumn it (Cash collateral on securities lant) and cash
collateral delivered = derecognized and a comresponding receiv-
able reflecting UBS A5 right o receive it badk is recorded (Cash
collateral on secwities borrowed]. The securities which have
been transferred are mot recognized on, or derecogrized from,
the balamce sheet unless the risks and rewards of cwnership are
also transferred. Refer to itemn 5 for more information. UBS AG-
owned securities transferred to a borrower that is granted the
right to sell or repledge those transferred securities are presented
on the balance sheet s Trading portfolio assets, of which: assets
pledged as collateral which may be sold or repledged by countar-
parties. Securities received in a borrowing fransaction are dis-
dosed as off-balance-shest iterns if UBS AG has the right to resell
or repledge them, with additional disclosure provided for securi-
ties that LIBS AS has actually resold or repledged. The sale of
securities which is settled by delivering securities received in a

borrowing transaction generally triggers the recognition of a
trading lizbility (short sale). Where securities are ether received
or delivered in lisw of cash (securities-for-securities transactions),
neither the securities received or delivered nor the obligation to
return or right to receive the securities are recogniized on the bal-
ance sheet, as derecognition criteria are not met. Refer to item 5
for more information.

Interest is recogrized in the income statement on an accrual
bbasis and is recorded as inderest income o Inferest expense. Inter-
est inoome includes interest earned on securities borrowing, and
negative interest, induding fees, on securities lending.  intenest
expensa incudes interest on securities lent and negative interest,
induding fees, on seauities borrowing.

= Refer to Motes 11, 25 and 26 for morne information on securities

barmawing and lending

14) Repurchase and reverss repurchase transactions

Sacurities purchased under agreements to resell (Reverse repur
chase agreemeants) and securities sold under agreements to repur-
chase (Aepurchase agreements) are treated as collateralized
financing transactions. Mearly all reverse repurchase and repur-
chase agreements involve debt instruments, such 2= bonds, notes
or maney market paper. The transactions are normally conducted
under standard agreements employed by financial market partici-
jpants and are underiaken with counterparties subject to UBS AGS
normal credit risk control processes. LBS AG monitors on a daily
bbasis the market value of the sscurities received or delivered and
requests or provides additional collateral or returns or recalls sur-
plus collateral in accordance with the underlying agreemenits.

In a reverss repurchase agreement, the cash delivered is derac-
ogrized and a corresponding receivable, including accrued inter-
est, is recorded in the balance shest line Reverse
agresments, representing UBS AG's right to receive the cash back.
Similarly, in a repurchase agresment, the cash received is recog-
nized and a corresponding obligation, induding acorued interest,
is recorded in the balance sheet line Rspumchasze agreements.
Sacurities received under reverse repurchzse agreements and
securities delivered under repurchase agreements are not recog-
nized on or derecognized from the balance sheet, unless the risks
and rewards of ownership are transferred. UBS AG-owned securi-
ties transferrad o a recipient who is granted the right to resell or
regledge them are presented on the balance sheet as Fading
portiolio assets, of which: assets

pledged as collateral which may be sold or repledged by coun-
terparties. Securities received in reverse repurchase agreements
are disclosed as off-balance-sheet items if UBS AG has the right to
resell or regledge them, with additional disdosure provided for
sacurities that UBS AG has actually rescld or repledged (refer o
Mote 25d for more information). Additionally, the sale of securi-
ties which is seftled by delivering securities recsived in reverss
repurchase transactions generally triggers the recognition of a
trading lizhility (short sale).

EBT

417/636

oOoOooodn

Coarsabdaed
financial s@iemens



Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

EDINETOOOO

00000000000 0O(E05852)

MNote 1 Summary of significant accounting policies (continued)

Interest is recognized in the income statement on an accrual
basis and is recorded as Inferest income ar Inferest expenss. inter-
o5t income includes interest sarned on reverse repurchase agres-
ments and negative interest on repurchase agreements. interest
expense includes interest on repurchase agreements and negative
interest on reverse repurchase agreements.

UBS AG generally offsets reverse repurchase agreements and
repurchiase agreements with the same counterparty, maturity, cur-
rency and Central Securities Depository (CSDY) in accordance with
the relevant accounting requirements. Refer to itern 35 for more
information.

= Refer to Motes 11, 25 and 26 for mane information on repurchase

and reverse repurchase transactions

15} Derivative instruments and hedge accounting

Derivative instruments that LIBS AG enters into are initially recog-
nized, and remain carried, at fair value. Fair value changes are
generally recognized in the income statement wnless and to the
extent they are designated in hedge relatiorships whidh reguire
recognition of the effective portion of such changes within other
comprehensive income.

Derivative instrumenis are generally reported on the balance
shest as Positive replacement values or Megative replacement val-
wes. Exchange-traded derivatives that economically sette on a
daily basis, and certain OTC derivatives that in substance net set-
tle on a daily basis, are dassified as Cash colateral recenvables on
denivative instruments or Cash collateral payables on dervative
instruments. Products that receive this freatment indude futures
contracts, 100% daily margined exchange-fraded options and
interest rate swaps transacted with the London Clearing House.
Chamges in the fair value of derivative instruments are recorded in
Met trading income. unless the derivatives are designated and
effective as hedging instruments in certain types of hedge
accounting relationships.

=% Refer to Note 14 Tor more information on desivative instroments

and hedge accounting

Hedge accounting

UBS AG usss derivative instruments as part of its risk manage-
ment activities to manage exposures particularly to interest rate
and foreign currency risks, including expasures arising from fore-
cast fransactions. f derivative and non-derivative instruments
mest certain criteria spedfied balow, they may be designated as
hedging instruments in hedges of the change in fair value of rec-
ogrized assets or liabiities (fair value hedges), hedges of the vari-
ability in future cash flows atiributable o a recognized asset or
liakility or highly probable forecast fransactions {cash flow hedges)
or hedges of a net investment in a foreign operation (net invest-

528

At the time a financial instrument is designated im a hedge rela-
tionship, U85 AG formally documents the relationship between
the hedging instrumentis) and hadged itemd(s), inchuding the risk
management objectives and sirategy in wnderiaking the hedge
transaction and the methods that will be used to assess the effec-
tiveness of the hedging relationship. Accordingly, UBS AG assesses,
both at the inception of the hadge and on an ongoing basis,
whether the hedging instruments, primarily derivatives, have been
“highly effective” in offsetting changes i 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 (i} at mception of the hedge and throughout its life, the
hedge is expected to be highly effective in achieving offsetting
changes in fair value or cash flows attributable to the hedged rist
and (i} actual results of the hedge are within a range of 0% o
125% . In the case of hedging forecast transactions, the transac-
tion must have a high probabiity of ocourring and must present an
axposure to variations in cash flows that could ulimately affect the
reported net profit or kess. UBS AG discontinues hedge accounting
woluntarily, or when UBS AG determines that a hedging instru-
ment is not, or has ceased to be, highly effective as a hedge, when
the darivative expiras or is sold, terminated or exercised, when tha
hedged item matures, is sold or repaid or when forecast transac-
tions are mo longer desmed 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 value
of future cash flows of the hedging instrument exceed changes in
the present walue of expected cash flows of the hedged item.
Such ineffectiveness is recorded in current period earnings in Aet
trading income. Interest income and expense on derivatives desig-
nated as hedging instruments in effective hedge relationships is
induded in Interest income.

Fair value hedges

[For qualifying fair value hedges, the change in the fair value of the
hedging instrument is recognized in the income statement along
with the change in the fair value of the hedged item that is attrib-
utable 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 canrying 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 camied had the hedge
never existed (the unamortized fair value adjustment) is amortized
to the income statement over the remaining term to maturity of
the hedged item.
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MNote 1 Summary of significant accounting policies (continued)

For a portfolio hedge of interest rate risk, the eguivalent
change in fair value is reflected within Other assets or Other liabi-
ities. If the hedge relaticrship i 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 losses assodated with the effective portion of
derivatives designated as cash flow hedges for cash flow repricing
risk are recognized initially in Other comprehensive income within
Eguity. When the hedged forecast cash flows affect profit or loss,
the associated gains or loses on the hedging derivatives are
reclassified from Equity to the income statement.

f 2 cash flow hedge of forecasted transactions is no longer
considared effective, or if the hedge relationship is terminated, the
cumulative gains or losses on the hedging derivatives previously
reporied in Equity remain there until the committed or forecasted
transactions occur and affect profit or loss. if the forecasted trans-
actions are no longer expecied to oocur, the deferred gains or
losses are reclassfied immediately to the income statement.

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 transiation). while any gains or losses relating to
the ineffective and/or wundesignated portion ifor example, the
interest element of a forward contract) are recognized i the
income statement. Upon disposal or partial disposal of the foreign
operation, the cumulative value of any such gains or losses assod-
ated with the entity, and recognized directly in Equity is reclassi-
fied to the income statement:

Economic hedges that do not qualify for hedge acoounting
Derivative instruments that are transacted as economic hedges but
do not qualify for hedge accounting are treated in the same way as
derwative instruments used for trading purposes (Le., realized and
unrealized gains and lomses are racognized in Net trading income),
except for the forward points on certain short duration foreign
axchange contracts, which are reported in Net intevest income.

= Refer to Mote 14 fior more information on economic hedges

Embedded denivatives
Derivatives may be embedded in other finandal instruments (host
contracts). For example, they could be represented by the conwver-
sion feature embedded in a convertible bond. Sudh hybrid instru-
ments arise predominantly from the issuance of certain structured
debt instruments. An embedded derivative is generally required to
be separated from the host contract and accounted for as a
standalone derivative instrument at fair value through profit or
loss if- {i} the host contract is not carried at fair value with changes
in fair value reported in the income statement, (1) the economic
characteristics and risks of the embeddad derivative are not clozsly
related to the economic characteristics and risks of the host con-
tract and {iii] the terms of the embedded derivative would mest
the definition of a standalone derivative were they contained in a
saparate contract. Bifurcated embedded derivatives are presented
on the same balance shest line as the host contract, and are
shown in Mote 27a in the Held for trading category, reflecting the
measurement and recognition principles applied.

Typically, UBS AG applies the fair value option to hybrid instru-
ments (refer to item & for more information), in which case bifur-
cation of an embedded derivative component is not required.

16) Loan commitments

Loan commitments are defined amounts (unutilized 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 at any time by UES
AG at its discretion, according to their general terms and condi-
tions, are not recognized on the balance sheet and are not
induded in the off-balance-sheet disdosures. Upon a loan drawe-
down by the counterparty, the amount of the loan is acocounted
for in accordance with Loans and receivabies. Refer to item 10 for
more information.
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Mote 1 Summary of significant accounting policies (continued)

Irrevocable boan commitments (where UBS AG has no right to
withdraw the boan commitment once communicated to the ben-
eficiary, arwhich are revocable only due to automatic cancellztion
upan deterioration in a borrower's creditworthiness) are classified
into the following categaories:

— derivative loan commitments, being loan commitments that
can be settled met in cash or by delivering or issuing another
financial instrument, or loan commitments for which there is a
past practice of selling those loans resulting from similar loan
commitmments before or shaortly after origination;

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

— &l other loan commitments. These are not recorded in the bal-
ance sheet, but a provision is recognized if it is probable that a
loss has been incurred and a reliable estimate of the amount of
the obligation can be made. Other loan commitments incdude
imevocable forward starting reverse repurchase and irrevocable
securities borrowing agreements. Any change in the liahility
relating to these other loan commitments is recarded in the
income statement in Credit loss expense/recovery. Refer o
iterns 11 and 27 for more infarmation.

17) Financial guarantee contracts

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

Certain written financial guarantess that are managed on a
fair value basis are designated at fair value through profit or loss.
Refer to item & for mare information. Financial guarantees that
arz not managed on a fair value basis are initially recognized in
the finandial statements at fair value. Subsequent to initial recog-
nition, these financial guarantees are measured zt the higher of
the amount initially recognized less cumulative amortization, and
to the extent a payment under the guarantes has become prob-
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able, the present value of the expected payment. Any dhange in
the liabiity relating to probable expected payments resulting from
guaranteas is recorded in the income statement in Credit loss
EXpEnse/ recovery.

18) Cash and cash equivalents

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

19) Phiysical commodities

Physical commodities (precious metals, base metals and other
commodities) held by UBS AG as a result of its broker-trader activ-
ities are accounted for at fair value less costs o sell and recog-
nized within Trading portfolic assets. Changes in fair value less
costs to sell are recarded in Net trading incomse.

20) Property, equipment and software
Property, equipment and software indludes own-used properties,
leasehcld improvements, information technclogy  hardware,
externally purchased and internally generated software and com-
mwunication and other similar eqguipment. All Property; equipment
and software is camied at cost (which incdudes capitalized interest
from associzted bormowings, where applicable), less accumulated
depreciation and impairment losses, and is reviewed pericdically
for impairment.
= Refer to Mote 16 for more information on property and
equipment

Legsehold improvements

Leasshold improverments are investments made to customize
lbuildings and offices occupied under operating lease contracts to
mizke them suitablz for their intended purpose. The present value
of estimated reinstatement costs required to bring a leased prop-
erty back into its criginal condition at the end of the lease is capi-
talized as part of total leasehold improvernents with a comespond-
ing liability recognized to reflect the cbligation incurred.
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MNote 1 Summary of significant accounting policies (continued)

Reinstatement costs are recognized in the income statement
through deprediation of the capitalized leasehaold improvements
over their estimated useful lives and the resulting liskility is extin-
guished as cash payments are made.

Property held for sale

Where UBS AG has decided to sall non-cument assets such as prop-
erty or eguipment and the sale of these assets is highly probable to
occur within 12 months, these assets are classified as non-cument
assets held for sale and are redassified to Other assets. Upon clas-
sification as held for sale, they are no longer deprecizted and are
carried at the lower of book value or fair value less cost to sall.

Software

Software development costs are capitalized only when the costs
can be measured reliably and it s probable that future economic
benefits will arise.

Estimated wseful life of property;, equipment and softaare

An asset within property, equipment and software is depredated
on a straight-ine basis over its estimated useful life. Depreciation
of an asset within property, equipment and software begins when
it is available for use; that is, when it is in the location and condi-
tion necessary for it to be capable of operating in the manmer
intended by management.

Estimated useful life of property, equipment and software

Cther machines and equipment

IT hardware and communication Mot exceeding 5 years
equipment
Saoftware Mat exceeding 10 years

21) Goodwill and intangible assets

Goodwill represents the excess of the cost of an acquisition over
the {air value of UBS AG' share of net identifiable assets of the
acquired entity at the date of acquisition. Goodwill is not amor-
tized. It is tested annually for impairment and, additionally, when
an indication of impairment exsts at the end of sach reporting
pericd. For goodwill impairment: testing purposes, UBS AG con-
siders the segments reported in Mote 23 s separate cash-gener-
ating wnits, since this is the level at which the performance of
investrments is reviewed and assessed by management. The recov-
erable amount of a segment is determined on the basis of its

value-in-use.

Intangible assets are comprised of separately identifiable intan-
gible items arising from business combinations and certain pur-
chased trademark= and similar items. Intangible assets are recog-
rnized at cost. The cost of an intangible asset acquired ina business
combination i 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 useful life, generally not exceed-
ing 20 years. Intangible assets with an indefinite useful lfe are not
amortized. In nearly all cases, identified intangible assets have a
definite ussful life. At 2ach balance sheet date, intangible assets
are reviewed for indications of impairment. H such indications
exist, the intangible assets are analyzed to assess whether their
carmying amount is fully recoverable. An impairment loss is recog-
nized if the carmying amount exceeds the recoverable amount.

Intangible asssts are classified into two categories: (i} infra-
structure and (i) customer relationships, contractual rights and
other. Infrastructure consists of a brandh network intangible assst
recognized in connection with the acquisition of PaineWWebber
Group, Inc. Client relationships, contractual rights and other
indudes mainly intangible assets for dient relationships, non-
compete agreements, favorable contracts, trademarks and trade
names acquired in business comibinations.

= Refer to Mote 17 for more information on goodwill and

intangible assets

22) Income taxes

Income tax payable on profits is recognized as an expense based
on the applicable tax laws in each jurisdiction in the period in
which profits arise. The tax effects of income tax losses available
for carry forward ane recognized as a deferred tax asset if itis prob-
able that future taxable profit (based on profit forecast assump-
tions) will be availzble against which those losses can be wutilized.

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 wtilized.
Deferred #zx liabilities are recognized for temporary differences
between the carrying amounts of assets and liabilities in the bal-
ance sheet that reflect the axpectation that certain items will give
rise to taxable income in future periods. Deferred tax assets and
lizbilities are measured at the ta rates that are expected to apply
in the pericd in which the asset will be realized or the liability will
be setiled.

Deferred and current tax assets and ligbilities are offsst when
they arize from the same tax reporting group, they relate to the
same tax authority, the legal right to offset exists, and they are
intended to be settled net or realized smultanecusly.

]|
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MNote 1 Summary of significant accounting policies (continued)

Current and deferned taxes are recognized as income tax benefit
or expense in the income statement emcept for current and
deferred taxes recognized (i) upon the acquisition of a subsidiary,
{ii} for unrealized gains or losses om financdal investments that are
dlassified 2= available-for-sale, for changes in fair value of deriva-
tive instruments designated as cash flow hedges, for remeasure-
ments of defined benefit plans, and for certain foreign currency
translaticns of foreign operations, and (i} for gains and losses on
the sale of treasury shares. Deferred taxes recognized in a busi-
ness combination {point ()} are considered when determining
goodwill. Amounts relating to points (i) and (i) are recognized in
Other comprehensive inoome within Equity:

= Refer to Note 8 for more information on income tases

23) Debt issued

Debt issued is carried at amortized cost. In cases where there is 2
legal mechanism for write-down or conversion into equity {as is
the case for instance with senior unsecured debt sswed by UBS
A5 that is subject to write-down or conversion under resolution
authaority granted to FINBAA under Swiss law] this is not part of
the contractual terms, and, therefore, it does not affect the
amortized cost accounting trestment applied to thess instru-
ments. if the debt were to be written down or comverted info
equity in a future pericd, this would result i the full or partial
derecognition of the finandal lizbilities, with the difference
between the carrying value of the debt written down or con-
verted info equity and the fair value of any equity shares issued
recognized in the income statement.

In cases where, as part of UBS AG's risk management activity,
fair value hedge accounting is applied to fixed-rate debt instru-
ments camed at amortized cost, their carmying amount is
adjustad for changes in fair value related to the hedged expo-
sure. Refer to iterm 15 for mare information on hedge account-
ing. Im mast cases, structured notes issued are designated at fair
value through profit or loss using the fair value option, on the
basis that they are managed on a fair value basis, that the struc-
tured motes contain an embedded derivative, or both. Refer to
itern & for more information on the fair value option. The fair
value opfion is not applied to cartain structured notes that con-
tain embedded derivatives that reference foreign exchange rates
and/or precious metal prices. For these instruments, the embed-
ded derivative component is measured on a fair value basis and
the related underlying debt hicst component is measured an an
amortized cost basis, with both components presented together
within Debt issued. Refer to item 15 for more information on
embedded derivatives.

Debt issued and subsequently repurchased in relation to mar-
ket-making or other activities is treated as redeemed. A gain or
loss on redemption (depending on whether the repurchase price
of the bond is |ower or higher than its carmying value) is recorded
in Cther income. A subseguent sale of own bonds in the market
is treated as a reissuance of debt Interest expense om debt
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instruments measured at amortized cost is induded in Intersst
on debt issued.
= Refer to Mote 21 for more information on debt Hswed

24) Pension and other post-employment benefit plans
UBS AG sponsors a number of post-employment benefit plans for
its employees worldwide, which include defined benefit and defined
contribution pension plans, and other post-employment benefits
such as medical and |ife irsurance benefits that are payable after
the completion of employment. The major defined benefit pension
plans are located in Switzedand, the UK, the US and Germany.

= Refer to Mote I8 fior more information on pension and other

post-employment benefit plans

Defined benefit pension plans

Defined benefit pension plans specify an amount of benefit that
an employes will receive, whidh is wsually dependent on one or
miore factors such as age, years of senvice and compensation. The
defined benefit liabilty recognized in the balance sheet is the
present value of the defined benefit obligation less the fair valus
of the plan assets at the balance sheet date. If the fair value of the
plan assets is higher than the present value of the defined benefit
obligation, the recognition of the resulting net defined benefit
asset is limited to the present value of economic benefits available
in the form of refunds from the plan or reductions in future con-
tributions to the plan. UBS AG applies the projected wnit credit
method to determine the present value of its defined benefit obli-
gations, the related ourrent service cost and, where applicable,
past service cost. These amounts, which take into account the
specific features of each plan, induding risk sharing between the
employes and employer, are calculated pericdically by imdepen-
dent qualified actuaries.

Defined contribution plans

A defined contribution plan is a pension plan under which UBS
AG pays fixed confributions into a separate entity from which
post-employment and other benefits are paid. UBS AG has no
legal or constructive chligation to pay further contributions if the
plan does not hold suffident assets to pay employess the benefits
relating to employes service in the current and prior pericds. UBS
AG's contributions are expensed when the employess have ren-
dered services in exchange for such contributions. This is generally
in the year of contribution. Prepaid contributions are recognized
a5 an asset to the extent that a cash refund or a reduction in
future payments is available.

Other post-retirement banefits

UBS AG also provides post-retirement medical and Ife insurance
benefits to certain retirees in the US and the UK. The expected
costs of thess benefits are recognized over the pericd of employ-
ment using the same accounting methodology wsed for defined
[benefit pension plans.
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MNote 1 Summary of significant accounting policies (continued)

25) Equity partidipation and other compensation plans

Transfer of deferred compensation plans

As part of the Group recrganization in 2014, UBS Group AG
assumed obligations of UBS AG 2= grantor in connection with
certain outstanding awards under employee share, option,
notional fund and deferred cash compensation plans. This section
separately describes the accouwnting policies applied to these plans
during the periods pricr fo and post the Group recrganization and
transfer of deferred compensation plans.

Periods prior to the Group recrganization and transfer of
deferred compensation plans

Equity participation plans

UBS AG has established several equity participation plans whidn
indude mandatory, discretionary and voluntary plans. UBS AG
recognizes the fair value of awards granted under these plans,
determined at the date of grant, as compensation expense, over
the period during which the employes is required to provide ser-
vices in order to earn the award.

If the employes & not required to provide future services, sudh
a5 for awards granted to employess who are retirement eligible,
induding those employess who mest full carser retirement crite-
ria, compensaticn expense is recognized on or prior to the grant
date. Such awards may remain forfeitable until the legal vesting
date if certain nom-vesting conditions are not met. Forfeiture
events resulting from breach of a non-vesting condition do not
result in a reversal of compensation expenss.

If future service is required, compensation expense is recog-
nized over that future pericd. For awards that are delivered in
tranches, sach tranche is considered 2 separate award and amor-
tized separately. Plans may contain provisions that sharten the
required service period dus to achievenent of retirement eligibil-
ity or upon termination due to redundancy. In such instances,
compensation expenss is recognized over the pericd from grant
date to the retirement eligibility or redundancy date. Forfeiture of
these awards that ccours during the service period results in 2
reversal of compensation expenss.

Awards settled in UBS AG shares or options are dlassified as
equity settled. The fair value of an equity-settled award is deter-
mined at the date of grant and is not subseguently remeasured,
unless its terms are modified such that the fair value immediately
after modification exceeds the fair value immediately prior to
modification. Amy increass in fair value resulting from a modifica-
tion is recognized as compensation expense, either over the
remaining service period or, for vested awards, immediatehy:

Cash-settled awards are classified as liabilities and are remea-
sured to fair value at each balance shest date as long as the

award is ouistanding. Changes in fair value are reflected in
compensation expense and, on a cumulative basis, no compen-
sation expense is recognized for awards that expire worthless or
remain unexercised.
= Refer to Mote 29 for more Information on equity paridpation
plans

Other compensation plans

UBS AG has established other fixed and vaniable deferred com-
pensation plans, the values of which are not linked to UBS AGS
own equity. Deferred cash compensation plans are either man-
datory or discretionary plans and include awards based on a
notional cash amount, where ultimate payout is fixed or may
vary based on achievemnent of performance conditions or the
value of specified underlying assets. Compensation expense =
recognized over the period that the employee is required o pro-
vide services to earn the award. If the employee is not required
to provide fubure sarvices, such as for awards granted to employ-
ees who are retirement eligible, including those employess who
mieet full carser retirement oriteria, compensation expenss is rec-
ognized on or prior to the grant date. The amount recognized
during the service period is based on an estimate of the amount
expected to be paid out under the plan, such that cumulative
expense recognized ultimately equals the cash distributed to
employees. For awards in the form of altemative investment
vehicles or similar structures, which provide employees with a
payout based on the value of specified underlying assets, the
initial value is based on the fair value at the grant date of the
underlying assets (e.g., money market funds, UBS and non-LIBS
mutual funds and other UBS-sponsored funds). These awands
are remessured at each reporting date based on the fair value of
the underlying assets until the award is distributed. Changes in
value are recognized proportionately to the elapsed seriice
period. Forfeiture of these awards results in the reversal of com-
pensation expenss.

= Refer to Mote 29 for more information on other com pensation
plans

Periods post the Group recrganization and transter of deferred
compensation plans

Equity participation plans

UBS Group AG has established, and maintains the obligation to
settle, several equity participation plans which are granted to
employees of UBS AG. LBS Group AG's equity participation plans
indude mandatory, discretionary and voluntary plans. UBS AG
recognizes the fair value of awards granted io its employess,
determined at the grant date, over the pericd that the employes
is required to provide services in order to earn the award.
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Mote 1 Summary of significant accounting policies (continued)

If the employes & not reguired to provide future services, sudh
a5 for awards granted to employess who are retirement eligible,
induding those employess who mest full carser retirement crite-
ria, compensaticn expense is recognized on or prior to the grant
date. Such awards may remain forfeitable until the legal vesting
date if certain nom-vesting conditions are not met. Forfeiture
events resulting from breach of a non-vesting condition do not
result in a reversal of compensation expenss.

I future service is required, compensation expense is recog-
nized over that future pericd. For awards that are delivered in
tranches, sach tranche is considered 2 separate award and amor-
tized separately. Plans may contain provisions that sharten the
required service period dus to achievemnent of retirement eligibil-
ity or upon termination due to redundancy. In such instances,
compensation expenss is recognized over the pericd from grant
date to the retirement eligibility or redundancy date. Forfeiture of
these awards that ccours during the service period results in 2
reversal of compensation experse.

UBS AG has no obligation to settle the awards and thersfore
awards over UBS Group AG shares are dassified as equity settlad
share-based payment transactions. The fair value of an equity-
settled award is determined at the date of grant and is mot subse-
quently remeasured, unless its terms are modified such that the
fair value immediately after modification exceeds the fair value
immediately prior to modfication. Any noease in fair value
resulting from a modification is recognized as compensation
expense, either over the remaining senvice period or, for vested
awards, immediatehy.

= Refer to Mote 29 for more information on equity particpation

plans

Other compensation plans

UBS Group AG has established other fived and variable deferred
compensation plans, the values of which are not linked to UEBS
Group AG's or UBS AG's own equity. Deferred cash compensation
plans are either mandatory or discretionary plars and include
awards based on a notional cash amount, where ultimate payout
is fixed or may vary based on achievement of performance condi-
tiors or the value of specified underlying assets. Compansation
expense is recognized over the period that the employes is
required fo provide services to earn the award. IF the employes is
not required to provide future services, such as for awards granted
to employees whio are relirement gigible, including those employ-
ees who meet full career retirement criteria, compensation
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expense is necognized on or prior to the grant date. The amount
recognized during the service period is based on an estimate of
the amount expected to be paid out under the plan, such that
cumulative expense recognized ulimately equals the cash distrib-
uted to employess. For awards in the form of alternative invest-
ment vehides or similar structures, which provide employees with
a payout based on the value of specfied underying assets, the
initial value is based on the fair value of the underlying assets
{e.g., money market funds, LUBS and non-UBS matual funds and
other UBS-sponsored funds). These awards are remezsured at
each reporting date based on the fair value of the underlying
assets until the award is distributed. Changes in value are recog-
nized proportionately fo the elapsad service period. Forfeiture of
these awards results in the reversal of compersation expense.

3 Refer to Mote 20 for more information on other compensation

plans

26) Amounts due under unit-linked irvestrment contracts
Finandial liabilities from unit-linked imestment confracts are pre-
santed as Other liabilites on the balance sheet. These contracts
albow investors o invest in a pool of assets through issued invest-
ment units. The unit holdars receive all rewards znd bear all risks
assodated with the reference asset pool. The finandial liability rep-
resenis the amounts due to wnit holders and is equal to the fair
value of the reference asset pool. Assets held under unit-linked
investment contracks are presented as Trading portiolio assets.

= Refer to Motes 13 and 23 for mone information on unit-finked

investment contracts

27) Provisions

Provisions are lishilities of uncertain timing or amownt, and are
recogrized when UBS AG has a present obligation as 2 result of 2
past event, it is probable that an cutflow of resocurces will be
required to settle the obligation, and a relisble estimate of the
amount of the cbligation can be made.

The majority of UBS AGS provisions relate o litigation, regula-
tory and similar matters, restructuring, employee bemefits, real
estate and loan commitments and guarantees. Provisions that are
=irmilar in nizture are aggregated to form a dass, whilz the remain-
ing provisions, including those of less significant amounts are pre-
santed under Other provisions. Provisions are presented sspa-
rately on the balance sheet and, when they are no longer
considered uncertain in timing or amount, are redasifisd to
Other lizbilities — Other.
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MNote 1 Summary of significant accounting policies (continued)

UBS AG recognizes prowvisions for litigation, regulatory and
similar matters when, in the opinion of management after seek-
ing legal advice, it is mare likely than not that UBS AG has a pres-
ent legal or constructive obligation as a result of past events, itis
probahble that an outflow of resources will be required, and the
amount can be reliably estimated. Where these factors are other-
wise satisfied, a provision may be established for daims that have
not yet been asserted against UES AG, but are nevertheless
expected to be, based on the experience of UBS AG with similar
asserted daims.

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 carried out,
either through commencement of the plan or announcements to

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

Provisions for employes benefits are recognized mainky in
respect of sarvice anniversanies and sabbatical leave.

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

& prowision is not recognized when UBS AG has a present obli-
gation that has arisen from past eventis but it is not probable that
an outflow of resources will be required to setile it, or a suffi-
ciently reliable estimate of the amount of the obligation cannot
be made. Instead, a contingent lizbility is disclosed, unless the
likefihood of an cutflow of resources is remote. Contimgent liabil-
ities are also disdlosed for possible cbligations that arise from past
everts whose existenice will bz confirmed cnly by uncertain future
events not whally within the confrol of UBS AG.

= Rafer to Mote 22 for mone information on provisions

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

Nor-contrelling interests and preferred noteholders

Net profit and Bguity are presented induding non-controlling
interests and preferred noteholders. Net profit is split into Mer
prodit attributable to UBS AG sharehalders, Net prodit attributable
to non-controling interests and Net profit atinbutable o pre-
Terred noteholders. Equity is split into Equity attributable to UBS
Al shareholders, Equity atinbutable to non-condroling interests
ard Equity attributable to prefamed notehalders.

UBS AG shaves held (treasury shares)

WUBS A shares held by UBS AG are presentad in Equity as Treasury
shares at their acouisition cost, which indudes transaction costs.
Treasury shares are deducted from Equity until they are cancelled
or ressued. The difference between the procesds from sales of
treasury shares and their weighted average cost (net of tax, if any)
is reported a5 Share pramium.

Prefermed notes issued to non-consolidsted preferred

secuties entities

UBS AG issued subordinated notes (that is, the preferred notes)
to certain non-consclidated entities that issued preferred securi-
ties. LBS AG has fully and unconditionally guaranteed all con-
tractual payments on the preferred securities. LUBS AGs cbliga-
tions under these guarantees are subordinated to the full prior
payment of the deposit lishilities of UBS AG and all other liabili-
ties of UBS AG. The preferred notes do not contain a contrachual
obligation to deliver cash and, therefore, they are dassified =
equity instruments. They are presented as Fquity attributable to
preferred notehalders on the consclidated balance sheet and
statement of changes in equity. Distributions on these preferred
notes are presented as Net profit attributable to preferred note-
holders in the consolidated income statement and staterment of

comprehensive income.

Net cash settlement contracts
Prior to the share-for-share exchange, UBS AG issued contracts on
own shares that required net cash settlement, or provided the
courterparty or UBS AG with a settlernent option which included
a chioice of settling net in cash. These contracts were dassified 25
held for trading, with changes in fair value reported in the income
statermant s et frading income.

Following the share-for-share exchange, these contracts con-
tinue fo be accounted for in the same manmes, however, they are
no lomger classified as contracts on own shares.

425/636

oOoOooodn

Coarsabdaed
financial s@iemens



Corsolidated finandial statements
Notes to the UBS AG consolidated financial statements

EDINETOOOO

00000000000 0O(E05852)

Mote 1 Summary of significant accounting policies (continued)

29) Nom-current assets and disposal groups held for sale

UBS AG classifies individuzl nom-current assets and disposal
growps as held for sale if such assets or disposal groups are avail-
able for immediate sale in their present condition subject to terms
that are usual and oustomnary for sales of such assets or disposal
growps and their sale is considered highly probable. For a sale to
be highly probable, management must be committed to a plan to
sell such assets and must be actively looking for a buyer. Further-
more, the assets must be actively marketed at a reasonable sales
price in relation to their fair value and the sale must be expected
to be completed within cne year. Assets held for sale and disposal
growps are messuned at the |lower of their carrying amount and
fair value less costs to sell and are presented in Other assets and
Other liabilities. Mon-ourrent assets and liabilities of subsidiaries
are classified 2s held for sale if their carrying amount will be recow-
ered principally throwgh a sale transadtion rather than through
continuing use.

=% Refer to Notes 18 and 23 for more information on non-current
astets and disposal groups held for sabe

30) Leasing

UBS A enters into lease contracts, or contracts that indude lease
components, predominantly of premises and equipment, and pri-
marily 25 lesses. Leases that transfer substantially all the risks and
rewards, but not necessarily legal title in the underlying assets, are
dassified &= finance leases. All other leases are dassified as oper-
ating leasss.

Assets leased pursuant to finance leases are recognized on the
balance sheet as Property and eguiopment and are depredated
ower the lesser of the useful life of the asset or the lease term,
with cormesponding amounts payable induded in Due o
banks/customers. Finance charges payable are recognized in Met
interest income over the pericd of the lease based on the interest
rate implicit in the lease on the basis of a constant yield.

Lease contracts dassified as operating leases where UBS AG is
the |essee are disdosed in Mote 33. These confracts indude non-
cancellable long-term leases of office buildings in most UBS AG
locations. Operating lease rentals payable are recognized as an
expense on a straight-line basis over the lease term, which com-
mences with control of the physical use of the property. Lease
incentives are treated 2= a reduction of rental expense and are
recognized on a consistent basis over the lease term.

596

Where UBS AG acts as lessor under a finance lease, a receiv-
able = recognized in Loans at an amount equal to the present
value of the aggregate of the minimum lease payments plus any
unguararteed residual value that UBS AG expects to recover at
the end of the lzase term. Initial direct costs are also induded in
the initial measurement of the lease receivable. Lease payments
received during the lease term are allocated to repayment of the
outstanding recenable and interest income to reflect a constant
pericdic rate of return on UBS AGS net investment using the
interest rate imglicit in the lease. UBS AG reviews the estimated
unguaranteed residual value annually and if the estimated resid-
wal value to be reslized is less than the amount assumed at lease
inception, a loss s recognized for the expected shortfall.

Certain amrangements do not take the legal form of a leass but
convey a right to use an asset in return for a payment or series of
payments. For such arrangements, UBS AG defermimes at the
inception of the amangement whether the fulfillment of the
arrangement is dependent on the use of a spedfic asset or assets
and, if so, the arrangement is accounted for as a lease.

= Refer to Mote 33 for more infarmation on operating leases and

finance leases

31) Fee income

UBS AG earns fee income from a diverse range of services it pro-
vides to its dients. Fee income can be divided into two broad
categories: fees earned from services that are provided over a cer-
tain period of time {for example, investment fund fees, portfolio
management and advisory fees) and fees eamed from providing
transaction-type services (for example, underwriting fess, corpo-
rate finance fess and brokerage fees). Fees earned from senvices
that are provided over a cerfain period of time are recognized
ratably ower the service pericd, with the exception of perfor-
mance-linked fees or fee components with spedfic performance
criteria. Such fees are recognized when the performance criteria
are fulfilled and when collectability is reasonably assured. Fees
earmed from providing transaction-type services are recognized
when the service has been completed. Generally, fees are pre-
sented in the income statement in line with the balance sheet
classification of the underlying instrurnents.
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MNote 1 Summary of significant accounting policies (continued)

With respect to loan commitment fees on lending arrange-
ments where there is an initial expectation that the faclity will be
drawn down, such fees are deferred until the boan s drawm down
and are then recognized as an adpstment to the effective yield
over the life of the loan_ i the commitment axpires and the loan is
not drawn down, the fees are recognized as revenue when the
commitment axpires. Where the initial expectation is that the facil-
ity s unkkely to be drawn down, the loan commitment fees are
recognized on a straight-line basis over the commitment period. I,
in such cases, the facibty is ultimately drawn down, the unamor-
tized component of the lcan commitment fees is amortized as an
adjustment to the effective yield over the life of the loan.

=+ Refer to Note 4 for mone information on net fee and commission

income

32) Foreign currency translation
Transactions dencminated in foreign currency are franslated into
the functional currency of the reporting wnit at the spot exchange
rate on the date of the transaction. At the balance sheet date, all
manetary assets and Eabilities denominated n foreign currancy are
translated to the functional currency using the closing exchange
rate. Non-monetary iterns measured at historical cost are trans-
lated at the exchange rate on the date of the transaction. Foreign
currency transkation differences on finandial investments classifiad
as available-for-szle are generally recorded directly in Equity wriil
the asset is sold or becomes impaired. However, translation differ-
ences on available-forsale monetary finandal investments are
reported in Net trading income, along with all other foreign cur-
rency translation differences on monetary assets and liabilities.
Upon consolidation, assets and lisbilities of foreign operations
ane translated into Swiss francs (CHF), UBS AG's presentation cur-
rency. at the dosing exchange rate on the balance sheet date, and
income and expense items are translated at the average rate for
the period. The resulting foreign currency translation differences
attributable to UBS AG shareholders are recognized directy in
Foreign currency translation within Equity which forms part of
Total equity attributabie to UBS AG sharsholders, whereas the
foreign currency translation differences attributable to mon-con-
trolling interests are shown within Equity sttributable to non-con-
trofling interssts.

When a foreign operation is disposed or partially disposed of,
the cumulztive amount in Foreign cwrency transiation within
Equity relzted 4o that foreign operation is redassified to the
income statement as part of the gain or loss on disposal. When
UBS AG disposes of a portion of its interest in a subsidiary that
indudes a foreign operation but retains control, the related por-
tion of the cumulative currency translation balance is redassified
to Equity attributable to non-controlling interests. When UBS AG
disposes of a portion of its imvestrment in an assooiate or joint
vernture that indudes a foreign operation while retaining sigrifi-
cant influence or joint control, the related portion of the cumula-
tive currency translation balance is redassified to the income
staterment.

= Refer to Mote 36 fior more information on currency translation

rates

33) Eamings per share [EFS)

During 2015, UBS AG shares were delisted from the Sk and the
NYSE. Asof 31 December 2015, 100% of UBS AGS issued shares
were held by UBS Group AG and therefore were not publicly
traded. Accordingly, earmangs per share information is not pro-
wvided for LIBS AG.

34) Sagment reporting

UBS AG's businesses are organized globally into five business
divisions: 'Wealth Management, Wealth Management Americas,
Personal & Corporate Banking, Asset Management and the
Investment Bank, supported by the Corporate Center. The five
lbusiness divisions qualify as reportable segments for the purpass
of segment reporting and, together with the Corparate Center
and its components, reflect the management structure of LBS
A5G, Additionally, the non-core activities and legacy positions for-
merty in the Investment Bank are managed and reported as a
separate reportable s=gment within the Corporate Center as
Mon-core and Legacy Portfolic. Financial information about the
fiwe business divisions and the Corporate Center (with its com-
ponents) is preserted separately in internal management reports
to the Group Executive Board, which is considered the “chief
operating decision maker” within the context of IFRS 8 Operat-
ing Segments.

5a7
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Mote 1 Summary of significant accounting policies (continued)

UBS AG's imternal accounting policies, whidh indude manage-
ment accounting policies and service level agreements, determine
the revenuss and expenses directly atiributable to each reportable
segment. Internal charges and transfer pricing adjustments are
reflectad in operating results of the reportable segments. Trarsac-
ticrs between the reportable segments are camied out at inter-
nally agreed rates and are also reflected in the operating results of
the reportable segments. Revenue-sharing agreements are wsed
to allocate external dient revenues to reportable segments where
several reportable segments are imvolved in the value-creation
chain. Commissions are cedited to the reportable segments
based on the comesponding chient relationship. Met nterest
income is generally allocated to the reportable segments based on
their balance sheet positions. Interest income earmed from man-
aging UBS AG's consalidated equity s allocated to the reportable
segments based on average attributed eguity. Own oedit gains
and losses on financial lisbidities designated at fair value are
excluded from the measurement of performanice of the business
divisions, are considersd reconciling differences to UBS A5 results
and are reported collectively under Corporate Center — Group
Asset and Liakility Management (Group ALW).

Aszets and liabilities of the reportable segments are funded
through and invested with Corporate Center — Group Asset and
Liability Management, and the net interest margin is reflected in
the resulis of each reportable segment. Total intersegment reve-
nues for LBS AG are immaterial as the majority of the revenues
are allocated aooss the segments by means of reverue-sharing
agreements.

Segment balance sheet assets are based on a third-party view
and do not indude intercompany balances. This view is in line
with internal reporting to management. Certain assets managed
centrally by Corpaorate Center — Services and Corporate Center —
Group Asset and Liability Management (induding property and
equipment and certain finandal assets) may be allocated o the
segments on a basis different to that which the corresponding
cosis and/or revenues are allocated. For example, certain assets
that are reported in Corporate Center — Senvices or Corpaorate
Center — Group Asset and Lizhility Management may be retained
on the balance sheets of these components of Corporate Center
notwithstanding that the costs and/or revenues assodated with
these zssets may be entirely or partially allocated to the segments.
Similarly, certain assets are reported in the business divisions,
whereas the comesponding costs and/or revenues are entirely or
partially allocated to Corporate Center — Services and Corparate
Center — Group Asset and Lisbility Management.

598

For the purpose of segment reporting under IFRS 8. non-current
assets consist of imestments in associates and joint ventures, good-
will, other intangible assats and property, equipment and sofiware.

= Refer to Mote 2 for more information on segment reparting

35) Netting

UBS A5 nets financial assets and liabiities on its balance shest i
it has the wnconditional and legally enforceable right to set-off
the recognized amounts, both in the normal course of business
and in the event of default, bankruptoy or insolvency of the entity
and all of the counterparties, and intends sither to settle on a net
bbasiz. or to realize the asset and settle the liability simultaneowushy.
Metted positions indude, for example, over-the-counter interest
rate swaps transacted with the London Clearing House, netted by
currency and across maturity dates, and repurchase and reverse
repurchase transactions entered into with both the London Clear-
ing House and the Fixed Income Clearing Corporation, netted by
counterparty, ourrency, central securities depositony and maturity,
as well as transactions with various other counterparties,
exchanges and dearing houses.

In assessing whether UBS AG intends to either settle on a net
bbasiz, or to realize the asset and sattle the liability simultaneousty,
emphasis is placed on the effectiveness of operational settlement
mechanics im eliminating substantially all credit and Bquidity expo-
sure betwesn the counterparties. This condition precludes offset-
ting on the balance shest for substantial amounts of UBS AGS
financial asets and liabilities, even though they may be subject to
enforceable netting arrangements. For derivative contracts, bal-
ance sheet offsetting is generally only permitted in ciroumstances
in which a market settlement mechanism exisis via an exchange
or dearing house that effectively accomplishes net settlement
through & daily cash margining process. For repurchase arrange-
ments and securities financings, balance sheet offsstting may be
permitted only to the extent that the settlement mechanism elim-
inates or results in insigmificant credit and liguidity risk.

= Refer to Mote 26 for more information on offsetting financial

aets snd financial lisbilities

36) Megative interest
Megative interest income arising on a finandal asset does not mest
the definition of interest income and therefore negative intarest on
financial assets and negative interest on financial lizbilities is pre-
serted within Inferest expense and Interest income respectively
= Refer to Mote 3 for more information on interest income and
interest axpense
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MNote 1 Summary of significant accounting policies (continued)

b) Changes in accounting policies, comparability and other adjustments

Statement of cash flows — definition of cash and cash equivalents
In 2015, UBS AG refined its definition of cash and cash equiva-
lerts presented in the statement of cash flows to excude cash
collateral receivables on derivative instruments with bamk coun-
terparties. The refined definition & consistent with the treatment
of these receivables in UBS AG's liquidity and funding manage-
ment framework and with liquidity and funding regulations,
which became effective in 2015, and is considened to result in the
presentation of more relevant information.

Comparative period information was restated accordingly. Asa
result, cash and cash eguivalents as of 31 December 2014,
31 December 20132 and 31 December 2012 were reduced by CHF
10,265 million, CHF 8382 milion and CHF 12,353 million,
respectively. On a restated basis, cash flow from operating activi-
ties for the year ended 31 December 2014 decreased by CHF
1.195 million (2013: increase by CHF 2,415 million} and the gain
from effects of exchange rate differences on cash and cash equiv-
alents decreased by CHF B2 million for the same period (20132:
loss from currency effects increased by CHF 3 million).

Review of actuanial assumptions used in calculating defined
benefit chligations

UBS AG regularly reviews the actuarial assumptions used in
calculating its defined benefit obligations to determine their con-
tinuing relevance.

In 2015, UBS AG carmied out a methodology review of the
actuarial assumptions used in caloulating its defined benefit
obligation for its Swiss pension plan. As a result, UBS AG
enhanced its methodology for estimating the discount rate by
improving the construction of the yield curve where the market
for long tenor maturities of Swiss high-quality corporate bonds
was not sufficiently deep. Furthermore, UBS AG refined its
approach to estimating the rate of salary increases, the rate of
interest credit on retirement savings, the employee turnover
rate, the rate of employee disabilities and the rate of marriage.
These improvements in estimates resulted in 2 total net decreass
in the defined bensfit cbligation (DBO) of the Swiss pension
plan of CHF 2.1 billion, of which CHF 1.0 billion related to
demographic assumptions and CHF 1.0 billion related to finan-

cial assumptions, and a coresponding increase in Other com-

Furthermiora, UBS AG enhanced methodologies and refined
approaches used to estimate various actuarial assumptions forits
UK and other pension plans. These improvements in estimates
resulted im a total net decrease in the DBO of the LUK pension plan
of CHF 0.2 billion, of which CHF 0.1 billion related to demo-
graphic assumptions and CHF 0.1 billion related to finandal
assumptions, and & coresponding increase in Other comprefen-

Valuation methodology for the own credit compament of
financiad fiabilities designated ar fair value

In 2015, UBS AG made enhancements to its valuation methodol-
ogy for the own credit component of fair value of financdal Ezbili-
ties designated at fair value. Prior to the fourth quarter of 2015,
own credit was estimated using a funds transfer pricing curve
{FTP), which was derived by discounting UBS Group &G (oonsali-
dated) mew issuance senior debt curve spreads, with the discount
primarily reflacting the differences betwesn the spreads in the
senior unsecured debt market for UBS Group AG {consolidated)
debt and the levels at which UBS Group AG (consolidated)
medium-term notes (MTH) were issued. A dedine in long-dated
UBS. Group AG (consolidated) MTH issuance volumes, following
UBS Group AGS (consolidated) business transformation, resulted
in a reduction in the cbservable market data available to bench-
mark the FTP. From the fourth quarter of 2015 onwards, own
credit is estimated using an own credit adjustment curve (DCA),
which incorporates more observable market data, induding mar-
ket-observed secondary prices for UBS Group AG {consclidated)
senior debt, UBS Group AG (consolidated] credit default swap
{iCD5) spreads and senior debt curves of peers. This change in
accounting estimate was finalized in the fourth quarter of 2015,
following a multi-period implementation project to develop an
enhanced fair value approach supported by related infrastructure
enhancements. The change was implemented on a prospective
bbasiz in the fourth quarter of 2015 and resulted in a gain of CHF
260 million on a total camying amount of CHF 62 billion in finan-
cial izbilities designated at fair value.
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MNote 1 Summary of significant accounting policies (continued)

Additionally, UBS AG will early adopt the own credit presenta-
tion requirements of IFRS 9 in the first quarter of 2016, Mo restate-
miert of prior periods is required. Under IFRS 9. changes in the fair
value of finandial lizbilities designated at fair value through profit
and loss related to own credit will be recognized in Other compre-
hensive income and will mot be reclassified to the income state-
mert. UBS AG will adopt the other requirements of IFRS 9 {clas-
sification and measurement, impairment and hedge accounting)
a5 of the mandatory effective date in 2018.

Global Asset Management renamed Asset Managament

During 2015, the business diision Global Asset Management
was renamed Asset Management This change is reflected
throughout this report.

Retail & Corporate renamed Parsonal & Corporate Banking
Effective 2016, the business division Retail & Corporate has been
renamed Personal & Corporate Banking. This change is reflacted
throughaout this report.

Newr structure of the Conporate Center

As of 1 January 2015, Corporate Center — Core Funchions was
rearganized into o new units, Corporate Center — Serdices and
Corporate Center — Group Asset and Lisbility Management
{Group ALV, Therefore, UBS AG now reparts: (1) Corporate Cen-
ter — Services, (i} Corporate Center — Group ALM and (i} Corpo-
rate Center — Mon-Core and Legacy Portfolio separately, which
enhances the transparency on Corporate Center activibies.

Group ALM is responsible for centrally managing UBS AGHs
liguidity and funding position, as well as providing other balarce
sheset and capital management senvices to UBS AG. Most of the
income generated and expenses incurred by Group ALK from
these activities continues to be allocated to the business divisions
and other Corporate Center units. Additional transparency on
revenue allocations from Group ALM to business divisions and
other Corporate Center units is provided in Note 2. Cam credit
gains and losses on financial liabilities designated at fair value are
presented in Group ALM.

Conporate Center — Services includes UBS AG's central control
fumctions and all logistics and support functions sarving the busi-
ness divisions and other Corporate Center units. Most of the
expenses of Corporate Center — Senices are allocated to the busi-
ness divisions and other Corporate Center units.

= Refer to Note 2 for mone information

Service and persornel allocations frem Corporate Center —
Services to business divisions and other Corporate Center units
In 2015, LBS AG revised the presertation of senvice allocations
from Corporate Center — Services to the business divisions and
other Corparate Center units to better reflect the economic rela-
tior-ship between them. These cost allocations were previously
presented within the Personnel expanses, General and adminis-
trative expenses and Depreciation and impairment of property
equipment and saftware line iterns and are newly presented in
the Senvces (tolffrom business divisions and Corporate Center
line items. Price-period information was restated to reflect this
change. This change in presentation did not affect total cperating
expenses or performance before tax of the business divisions and
Corporate Center units for any period presented. Similarly, per-
sannel of Corporate Center — Services are no longer allocated to
the business divisions and other Corporate Center units. Pricr-
pericd information was restated accordingly.

=% Refer to Mote 2 for mone information

Change in segment reparting related to fir value gains and
loszes on certain intermal funding transactions

Consistent with changes in the manner in which operating seg-
ment performandce is assessed, beginnang in 2015, UBS AG has
applied fair value accounting for certain internal funding
transactions between Corporate Center — Group ALM and the
Investment Bank and Corporate Center — Mon-core and Legacy
Portfolio rather than applying amortized cost accounting. This
treatment better aligns with the mark-to-market basis on which
these internal transactions are risk managed within the Invest-
ment Bank and Carporate Center — Mon-core and Legacy Portfo-
lio. The terms of the funding transactions remain othenwiss
unchanged. Pricr periods have been restated to reflect this
change. As a result, Invesiment Bank operating income and per-
formance before tax deaeased by CHF 37 million for the year
ended 31 December 2014 and by CHF 162 million for the year
ended 31 Decemnber 2013, with offsetting increases in Corporate
Center. This change did mot affect UBS AG'S total operating
income or net profit fior any period presented.

= Refer to Mote 2 for more information
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MNote 1 Summary of significant accounting policies (continued)

¢} International Financial Reporting Standards and Interpretations to be adopted in 2016 and later and other adjustments

IFRS 8, Financia! nstruments

In July 2014, the A58 published the final version of IFRS 3. Finan-
cial Instruments. The standard reflacts the dassification and mea-
surement, impaimment and hedge accounting phases of the 1458
project to replace LAS 39, Finangal Instruments: Recogrition and
Measurement.

The standard requires all financial assets, except equity nstru-
ments, to be dassified at fair value through profit or boss, fair
value through other comprehensive income (OCI) or amortized
cost on the basis of the entity’s business model for managing the
finandial assets and the contractusl cash flow characteristics of
the finandal asset. f a financial assst meets the criteria to be
mieasured at amortized cost or at fair value through OC), it can be
designated at fair value through profit or loss under the fair value
option if doing so0 would significantly reduce or eliminate an
accournting mismatch. Equity instruments that are not held for
trading may be accounted for at fair value throwgh OCI, with no
subsequent reclassification of realized gains or losses o the
income statement, while all other equity instruments will be
asccounted for at fair value through profit or loss.

The accounting guidance for finandal liabilites is unchanged
with one exreption: ary gain or loss arising out of 3 financial lis-
bility designated at fair value through profit or loss that is atiribut-
ahle to changes in the credit risk of that lizhility (own credit) is
presented in OCI and mot recognized im the income statement.
There & no subsequent redlassification of realized gains or losses
on own credit from OC] o the income statement.

In addition, the standard introduwces a forward-locking
expected credit loss impairment model, replacing the imcurred boss
model of LAS 39. IFRS 3 also incorporates a reformed approach to
hedge accounting that introduces substantial changes to hedge
effectiveness and eligibility requirements as well as new disclo-
sures. The standard does not explictly address maoo hedge
acoourting strategies.

The mandatory effective date of the new standard is 1 January
2018, with eadier adoption permitted. Adoption of the IFRS 9

hedge accounting requirements is optional, pending the complie-
tion by the 1ASE of its project on maoo hedge accounting strate-
gies.

LBS AG will adogt the own credit presentation changes in the:
first guarter of 2016 and is currently assessing the impact of the
other requirements of IFRS 3 on its finandal statements.

IFRS 15, Revenue from Contracts wath Customers

In May 2014, the IASE issued IFRS 15, Revenue from Contracts
with Customers, which establishes principles for revenue recogni-
tion that apply to all contracts with customers. The standard
requires an entity fo recognize revenue as goods Of serices are
transferred to the customer inan amount that reflects the consid-
eration to which the entity expects to be entitled to in exchange
for those goods or services. It also establishes a cohesive st of
disdlosure requirements regarding information about the nature,
amount, timing and uncertainty of revenuwe and cash flows from
contracts with customars. The standard is effective for UBS AG
reporting periods beginning on 1 lanuary 2018, with early adop-
tion permitted. Entities can choose to apply the standard retro-
spectively or use a modified approsch in the year of adoption.
UBS AG is currently assessing the impact of the new standard on
its finandal statements.

IFRS 16, Leases

In January 2016, the LASE issued IFRS 16 Leases. The standard
substantially chamges the accounting by lessees as ocperating
leases previously accounted for as off-balance sheet finanding
arrangements will be recognized as on-balance sheet liabilties
with a cormesponding right of use asset also being recorded. The
standard replaces 1A5 17, Leases and is effective for UBS AG from
1 lanuary 2019. Early application i permitted for companies that
also apply IFRS 15, Revenue from Contracts with Customers. LUBS
A is currently assessing the impact of the new standard on its
financial statements. UBS AG's undiscounted minimum lease pay-
ments for operating leases are disclosed in Note 33.
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MNote 1 Summary of significant accounting policies (continued)

Amendments to FRS 11, Joint Arrangements; A% 16, Froperty
Flant and Equipment and 45 38, intangible Assets

In May 2014, the LASE issusd amendments to IFRS 11, Jaint
Arrangements, 145 16, Property; Plant and Eguipment and LAS 3B,
Intangible Assets. The standard & effective for UBS AG reporting
pericds beginning on 1 January 2016. The amendments will have
no material impact on UBS AG's finandial statements. UBS AG'
joint arrangements are immatenial, both individually and in aggre-
gate {refer to Mote 30), and LBS AG does not use revenue-basad
depreciation methodologies, whidh the amendments to 145 16
and 145 38 prohibit.

Arnnual Improvements to IFRSs 2012 — 2014 Gyde

In Septermber 2014, the LASE issued Amnual Improvements to
IFRSs 2012 — 2014 Cpde that resulted in amendments to four
IFRSs {IFRS 5. MNon-current asset held for sale and discontinued
operations, IFAS 7, Anandal Instruments Disclosures, 185 19,
Employes Benefits and |AS 34, Interim Financial Reporting). Gen-
erally, the amendments are effective for UES AG on 1 January
2016. UBS AG expects that the adoption of these amendments
will not have a material impact on its finandal statements.

Amendments to 45 T, Presentation of Fnandal Satements

In Decernber 2014, the 1458 issued amendments to 145 1 to fur-
ther encourage companies $o apply professional judgment in
determining what information to dischose in their finandial state-
mients and in determining where and in what order information s
presented in the finandal disclosures. The amendments have a
mandatory effective date of 1 January 2016 for UBS AG. The
adoption of these amendments will not have a material impact on
the finandial statements.

Amendments to A5 12, inoome Taxes:

In lanuary 2016, the |ASE issued narmow scope amendments to
145 12, lncome Taxes, darifying how to accownt for defermed tax
assets related to debt instruments measured at fair value.  Enti-
ties are required to apply the amendments for annual pericds
beginning on or after 1 January 2017. UBS AG expects that the
adoption of these amendments will not have a material impact on
its finandal statements.

Amendments to 145 7, Statement of Cash Aows

In January 2016, the 1ASE issued amendments fo 145 7, Stare-
ment of Cash Aows, which inter-alia requires companies to pro-
wvide information about dhamges in their financial lizbilities arising
from financing activities, induding changes from cash flows and
rnon-cash changes (such as foreign exchange gains or losses). Erti-
ties are required to apply the amendments for annual pericds
lbeginning on or after 1 January 2017.
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Mote 2a Segment reporting

The operational structure of UBS AG is comprised of the Corpo-
rate Center and five business divisions: Weslth Manzgement,
Wealth Management Americas, Personal & Corporate Banking,
Aszet Management and the Imvestment Bank.

Wealth Management

Wealth Management provides comprehensive financial services to
wealthy private dients around the world, with the exception of
those served by Wealth Management Amernicas. UBS AG is a
global firm with global capakbilities, and its dients benefit from a
full spectrum of resources, including wealth planning, investment
management solutions and corporate finance advice, banking
and lending solutions as well s a wide range of specific offerings.
Wealth Managements guided architecture model gives dients
access to a wide range of products from the world's l=ading thind-
party institutions that complement its own producs.

Wealth Management Americas

Wezalth Management Americas is one of the leading wealth man-
agers in the Americas in terms of finandal advisor productivity
and nvested assets. s business includes UBS AG's domestic US
and Canadian wealth management busimesses, as well 2= interna-
tional business booked in the US. It provides a fully integrated s=t
of wealth management solutions designed to address the nieeds
of ultra high net worth and high net worth dients.

Personal & Corporate Banking

Personal & Corporate Banking provides comprehensive financal
products and services to UBS AG's private. corporate and institu-
tional dients in Switzerland, maintaining a leading position in
these segments and embedding its offering in a multi-channel
approach. The business is a central element of UBS A5G universal
bank delivery model in Switzerand, supporting other business
divisicns by referring diients and growing the wealth of the firm’s
private dients so they can be transferred 1o Wealth Management.
Personal & Corporate Banking leverages the cross—selling poten-
tial of UBS AG's asset-gathering and imvestment bank businesses,
and manages a substantial part of UBS AG's Swiss infrastructure
and banking products platform.

EDINETOOOO
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Aszat Management

Aszet Management is a large-scale global asset manager. It offers
investment capabilitios and investment styles across all major tra-
ditional and ahternative asset dasses to institutions, wholesale
intermediaries and wealth management dients arcund the world.

Imvestment Bank

The Investment Bank provides corporate, institutional and wealth
management dients with expert advice, innovative solutions, exe-
cution and comprehensive access tointernational capital markets.
It offers advisory services and provides in-depth cross-asset
research, alomg with access to equities, foreign exchange, pre-
cious metals and selected rates and credit markets, through its
[business units, Conporate Client Solutions and Investor Client Ser-
vices. The Investment Bank is an active participant in capital mar-
kets flow activities, induding sales, trading and market-making
across a range of securities.

Corporate Center

Corporate Center is comprised of Services, Group Assst and Lia-
bility hManagement (Group ALN) and Non-core and Legacy Port-
folio. Senices indudes UBS AGs contral functions such as finance,
risk control {induding compliance) and legal. In addition, it pro-
vides all lagistics and support services, incduding operaticns, infor-
miation technology, hwman resources, regulatory relations and
strategic initiatives, communications and branding, corporate ser-
wvices, physical security, information security as well as outsourc-
ing. nearshoring and offshoring. Group ALM is responsible for
centrally managing UBS AG' liquidity and funding position, as
well as providing other central internal balance shest and capital
management services. Non-core and Legacy Portfolio s com-
prised of the non-core businesses and legacy positions that were
part of the Investment Bank: prior to its restructuring.

603
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

Mote 2a Segment reporting (continued)

Wealth  Masagement  Corporate Azt bwrsment
Khmagement Jmeicas Banking  Manage=est Bank Comperain Center 1149
Hom-cone
and Legacy
CHF milian Serioes GroupALM Prlfl
For the year ended 31 December 2015
Nt interest income 1.825 1,087 1850 (34) 1,572 23 789 4 &TS
Homiseest inome 5,859 6213 1,603 2077 1,55 a4 361 s 23
uumhr;mfmﬁm-m 4 104 £21 15 211 145 (B76] 1) 0
noomet? 8,155 Tam4 39132 2057 ] 4 75 (18s) 30T
Ay . ot b s e s . o portihit
Tetal cperating income 8,155 FE 147G 2057 TH ¥ 75 03y a0s08
Persan-al expereas 532 4579 ] 14 32m  18TS N 16 1594
Gereral and administrative epesses N 650 CrT 54 m 45T W @5 8
divisinns and Corporate Center 29 1,208 1877 502 1006 (8214 {56] ne o
o which: services fram CE - Services 209 L 180 53 ame o maMy o 5a [
Deprecaltion and impaiimess of
equip=ent and sorhware o 5 3 17 3 » B66 0 0 E1
ity SR . . . . . .
e 1 51 0 Y M ] [ 0 107
Total cperating exzessps’ 5,478 6,689 2.1 1,475 6965 1065 161 1288 35158
Operating profit/ lass) before tax 1676 2 1,646 [T 1852 (823) | (1,501) 5407
Tan epense! heaedd) 0]
Het profiti{los) 6,314
Additional information
Total amet BT 60561 14,174 12874 BISH 286 1IS60 94385 G416
Additions 1o son-currest assets & 4 14 1 1w 1844 0 1 1,888

| Impairments of firarcil reestments asykatie-forsale for the year erded 31 Devember 3015 miales CHF 1 million, of which C4F 1 millon was lnmused | Yeeath Waragement. 1 Fafer oo Mote 24 for more infoe
mtian an 0w OedE i Corporaie Comer = GroupAlM. 1 R 1o Hote 17 dor mon: infmaiien. 4 Befer o Kiobe 33 for information on reiradurng espens
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MNote 2a Segment reporting (continued)?
Wiaalth  Personal &
Wealth  Maragement  Corporaie fonpl |ewesimest
Management Ameiizs  Banking  Masagement Bank Corpaeate Conber uBs
Morn-coee
and Legacy
CHE milfon Gerces GroepAlM Portiolio
For the year ended 31 December 2014
Mt intesest inme 1,650 ) 1,801 {29) 1,502 [23m) 16 174 6,555
Hon-isteeat inzome 5726 6004 1,575 1,904 6,823 157 1) {56 2156
A e B st e €6 oo - 116 261 n {8001 b)) 11,120 (a2 0
Pp—t 7,900 [ 3,036 1,902 8,306 5 2 w3 0104
Credit loss feapense)recoery N )] 18 (L 0 2 0 0 2 (T8
Tetal cperating income 7,901 ) 3,741 1,900 8,308 5 2 Wy 006
Peruancel aepereas 1467 FE 150 [7E] 1864 384 73 14 15,0
Gereral and administrative epesses N CIT 550 m ws 28M 4m n o7 5,377
e . . . . . . .
diviinee s Corparate Cenles 1180 1,127 1,004 am M1 (048 [47) 513 a
o whick: services fiom (1 — Services iz L 196 a5 e (mosy & 41 0
.q-_m:dm i 4 0 17 3 ) 62 0o 0 7y
bmorzation and imzaicmest of issnghle : - : :
bt 5 4 0 g 15 ] 0 o ]
Total cperating exzessps’ 5574 6058 2,235 1,435 8,337 679 o 1144 25557
Operating profiti bass) befare tax 1128 200 1,508 467 B (s 1 [2008) 1468
Tan expense/(besefit] {1, 150
et profit) {loss) 1,848
dditional infarmation _
Tetal assets C 1mss SEAIE 143711 1537 M2AT 19730 2SOl SIS 106231
Additions 10 sen-cumess azsets 7 & E] 2 T 1T o o 1,708
o e b A i o g S e o e B s epEait o oo oo S o o ol 1 o 003
_EIFJ'E ﬂﬁ'ﬂlﬂfﬂn‘lhmmh mntuﬂmanlummm:quc-u- m-lwl’clﬂﬂl 5 Refer 5o Mot 74 for mave nlomasion
o wn oedt in Corporie Center = Group ML+ Rerfer o Mot |7 o more Information. = ek o Hote 33 Jor information on ressucuing epases
@
i
§2
g&
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

MNote 2a Segment reporting (continued)?

Wieath  Personal &
Wealth Manzgement  Coepomaie Ampt Ineestment
Maragement Americe Banking Masagement Bank Corporate Canter S
Mon-core
and Legacy
CHE milfon Senvices GmupALM Porsklio
For the year ended 31 December 2013
Mt intesest inme 1568 742 1822 {44 1,100 (a3 A 35 5,706
Hon-isteeat inzome 5519 5,629 1,556 1,954 7,552 7 {544 (8 21,897
Mlincatinre: from Cosporats Canter — Group ALK
1o business divisinns and ather CC enits 485 183 28 n (217 e 1) {17g) 0
Ppm—t 157 6,565 3T 1,825 848 1 1) 163 1,782
Credit loss Gespense)recoerny N [ o o 0 2 0 il ET
Tetal cperating income 7,563 6518 3,75 1,825 a4 1 1) 6 17
Persaneel acpereas 141 a0z [TH] 603 1855 068 F3 W5 15,102
Geeeral and administrative eepesaes N e 3 wr m Y 45 14 1,668 8,380
Semires (o) from ceber besiness dhisions and N : N
Conporate Caniter 1,168 1,148 1,140 521 187 (I ] 785 [}
of which: sevices fram CC - Servies S oM 1427 a0 5 a4 g & a3 )
Depresiation and i of
aquip=ent ané sohware o 3 0 1a 4 n %1 [ 0 16
Amorization and imzai=est of issanghle ' N :
asmats! 7 45 ] a 1 4 o 2 1
Total cperating exzessps’ 5,316 5,680 2,238 1359 6,300 o & 1660 24461
Operating profiti bass) befare tax 1247 2 1458 e 11m [626) #84)  (rd84) 3372
Tax expenae  (besedt) (110
et profit) {loss) 1,3
Additional information _ }
Tetal assets C o oweTse 45451 40389 14393 1maT IRHE B0 MS13S 1013355
Additions 10 sen-cumess azsets 5 1 17 1 ] 1,136 o o 1,381
IR ot ey LT Ryt e, TRt oy s oy

2013 notaked CHF 41 million, of CHF 10 millian weass Incened in Maragereent, CHF 30 millon was inoumed i the irvessmen Bark and CHF 8 million was inasmed | Copons Center = Mon-oe and
Legacy Portiolin. 3 S oo it 3 for moe rbosmaion on o creck in Compomte Cene = GroupAlM. 4 Srler fo Hoie 17 for moe infemation. = Refer to Rote 33 for infoamation on sedrecusing espenms.
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MNote 2b Segment reporting by geographic location

The operating regions shown in the table below correspond to
the regicnal management structure of UBS AG. The allocation of
operating income to these regions reflects, and is consistent with,
the basis on which the business is managed and its performance
evaluated. These allocations involve assumptions and judgments
that management considers to be reasonable, and may be refined
to reflect changes in estimates or management structure. The
main principles of the allocation methodclogy are that client rev-
enues are attributed to the domidle of the dient and trading and

For the year ended 31 December 2015
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portfolio management reverues are attributed to the country
where the rizsk is managed. This revenue attribution is consistent
with the mandate of the country and regional Presidents. Certain
revenues, such as those related to Corporate Center — Non-core
and Legacy Portfolio, are managed at 2 global level. These reve-
nues are induded in the Global line.

The geographic analysis of non-cumrent assets is based on the
location of the entity in which the assets are recorded.

Todal aperating Income Todal non-current awsets
CHF Billlon Share % CHE bilian Share %
Amarizas 13 n 14 a7
ok LS4 w7 B ar’ a4
dsia Pacfic 50 18 s 3
Eupe, Midle East and Az BB n 17 1
Smiteedand 7 n 5e 18
Gnbal 0% 2 o 0
Tatal 106 [ 152 100
For the year ended 31 Decamber 2014
Total operating income Total nan-cusent amets
CHF billios Thane % HF bilien Share %
Amatizas 0y 7 T -
ek LA 0.1 i &6 45
isia Pacic 45 16 04 EY
Eupe, Middle East and Az &8 M 15 10
Swmiterdand 68 M 56 m
Gnbal 10 i o0 [
Tatal 200 100 148 100
For the year ended 31 Decamber 2013
Total operatisg income Total nan-cusent amets
CHF billiom Shane % CHF billien Share %
Amatizas 0 7] &1 4%
e wick: LA 9% L (13 Fi]
isia Pacic 4% s 04 EY
Eupe, Middle East and iz 85 M 15 1
Swmiterdand 68 L 53
ok 4 n’ oo ]
Tatal 7 100 [EX] 100
B07
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

Income statement notes

MNote 3 Met interest and trading income

For the year ended %% change from
CHE milian 11218 FTRFATY 1121 FIRFAT)
Mat interest and trading income
Ml intesest inmme 5728 6,555 5,706 1
Met trading income: ' 5,696 EY T 5130 4
Total net Interest and trading income 12,428 10,356 10,515 0
Vealth Manage=c=t ] 3,004 FIo 288 ]
Véealth Manage=est Americas 187 1382 EE 1
Persanal & Corporate Banking 2,613 153 P LI 1
dmset heamageme=: 5 0 9
hvei=ent Back 5188 a5 a5 15
o wehich: Covporate Chent Sokainns 1,001 1030 L5 al
o urhich: Ivestor CFont Senvices 4188 5487 L7 »
Caporale Cener &l mss) 522
o which; Soreices f) 3 {168)
o which: Group ALU 5 1§ fiit
o wich: cve et on finacia Vabriities deinated af fai vaive’ 553 M o1 ]
e whick: Mon-core and Lagacy Partialo fLiL]] fand) Mmoo i85
Tatal net Interest and trading income 12,425 10,296 0,915 20
Met interest inoome
Interest income
inteseat eamed on loans and atvances® 8,828 872 BEAE {1
ieseat pamed o seourilies fisanding Hansactin=s’ #ss 752 ;s 19
teseat and dvidend income from taading porsiolic 3,671 1,196 P [
ieseat income o0 financal assels designated at fai valee 194 208 T m
inteseat and dvidend income from Sinancisl imeessments svaiable-forsale i T wm b1
Tatal 13,178 13,154 13,137 0
Interest expense
niesest on amouns due to banks and cestomens ™ 708 o L
treest on socerities francing transacione! 476 g2t 2 A
st exgesse fom trading portfnlin® 1,670 1804 1845 m
inteseat on Sinancial Gabilties designated at fa valze T30 &g 1,081 21)
niesest on debt ieed 2,299 2382 1586 ft |
Total 8,445 6,835 1351 12
et interest Income 8,729 5,555 5,786 1
Mt trading intome
i Back Conperate Client Sl L] 6 a5 %
hvest=ent Back invessoe Client Sendces 3,454 2760 EL T n
s busisess diisions and Corporate Cemer 1,83 #06 1,164 123
et trading income 5,856 1841 5130 a
o whick: et gains {lacros) feom firancial arrets derignated at fai valor {iig) i) £ a7
o webich: el gains flasros] fom firancial Gabities desigrated at fir value' 1,701 {2 350 2,058

1 Reter o Kinber 24 o mone Infoemation on own oed®. 2 includes Intesest income an impalsed loars and achanoes of O5F 16 milkon for J00%, CHF 15 millln for 2014 and C4F 15 millon for 2003 3 hechudes:
MMmmwﬂmvhdemmhudeww 4 Inciudes ievest expense o0 seaiies knt and reper
i i lﬁ H--I el Im &

e and negaive Iniemst, s, oo s b IEweni e 1l experea rekned bo diidend i g s &
ﬁrm refafed io A rancl destgraried af falr valie 234l doseign casescy Srans bt eeck: arking tatdag Aaselgn cameacy brio S res; s oy, o
of which e wiittin niet traging Inoome
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MNote 4 Met fee and commission income
For the year ended % change from

CHF millian FIRERL] 31214 11213 AL
Underwriting fees 1.280 1,470 1374 iy

o which: equity undamsriting foes Fir (¥ o k]

o wiich: dab wdenwiting foes 455 [+ [T iy
WAL and corporate fnance fees b3l m 611 1
Beckarage foes 1970 ETT 405 0
free=t=ent fund fees 1,887 ESTE I 1ma 4
Povtfalin =asagement and adviary fees 1088 FETER BEIS 7
Coher 1,678 1,760 1725 ]
Tatal fee and commission income 19,060 18,540 18,176 1
Bckerage fees pad 5% e [T [
Coher 1,007 1,045 1080 4
Tatal fee and commission expense 1076 1,863 1,889 1
Het Tee and commlssion Income 17184 17,076 16,207 1

cifwhich: net hberage fees 2,060 100 YT i
Mote 5 Other income

For the year ended % change from
CHF millian FIRERL] 31214 11213 AL
Associates and subsidissies
Met aine {llozzes) from disposals of subsidiies’ 284 % 11 m
Hoat pivs lloeses) from disposals of investments in associsles o [ 0 {100
Share of net profits of asscciates 189 o4 s m
Tatal an 19 160 ]
Finumclal invesiments avallable-forsale
Mt priss llozmes) from dspmsals m m m 15
mpaiemest charges ) [ 4] ]
Tatal 251 13 168 % -
Met income from properties (eacluding net gains) osses} fom depomiz) m N T m g
Met gize llomes) fom imetment propertiest )] i [ 1
Met gine[lozes) from disposals of properties held for ke m ] 1 T 35
Mt priss (lozses) from disposals of loans and secoivables m - LI [E%1] %g
Coher 435 155 {11 58
Tatal other Incame 1.112 [ 500 6
T o e o e S R LA I g 1
mareakzed and realized gairs i s ses] 1o |rsestment prozeries and mmets. s lndefes a et gain on saie ol belnesses of CHF 56 milkon n'Weakh Management. Sefer oo Kote 32 1or moe
609
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For the year ended % change from

CHF millian FIRERL] 31214 11213 AL
Salaies' 6,260 6,269 6,260 0
Variabike comy perie award’ 1,208 1820 1906 14
o whick: gummnfoes b now hines " a0 o 11}
Variable companzatios — other’ LTS 45 m (28)
o whick: eplacompat payments’ ™ o m ]
o which: fvfiture crocits {28) o f14g »
o whick: seveance paymants? 157 1 1T m
o which: retention plaw and offier payments 15 m Mz i3]
Costraciors LY ETI 10 7]
tocial security o7 T m Y
Pension and othes pest-employment benefit place” m7 o mr 14
Véealth Manage=cet Americe: Fisancial advisor compenzatios™ 1,952 FET LI ERT 5
Crhes parsonnel epenses 557 A0S =1 [
Tatal perscanel expenses’ 15,851 15,200 15,182 4
1 Inchudes it tosad aliowanmes.  » Refer fo Nofe 29 for mow infdematior. 3 Aeplacerment payrments e E " b g forfeloed a0 aresator jpicing DB o Incldes
ﬂ 232 stardd semrance papmencs  » Reter fo Mote J8 for mose Inbermrion,  Fandal asvisar coetss ol OmperEatin bEed Sy on TEVELLES QN
i by Ananciol acdiers and 53 cicataied based on nandal asvizr T e, st and octer s e el7iBd 2 CAZErTZN CITITEITERS wit
finarcial adwsors entered Inbo 2t The 1me of IURTIN: w200 RIbeCT D et resteactiring epenees of CHF 453 milbon, C4F 327 milion and CHF 156 milizn dod the yeas eaded

vesting reqaiements.
31 Decereber 2015, 31 December 3014 and 31 Decomber 3013, respectively. Fefer to Note 32 for more Idomasion

MNote 7 General and administrative expenses

For the year ended % change from
CHF milian 1218 31214 111213 AL
Occupangy 028 1,005 1044 7]
Rent 2nd =ai 1 of [T and ather equip 510 47 LI 3
Communication =< market data services 610 608 e 0
dd=iistration Ly Bk g 4
Marketing and public elations a4 458 an ]
Trnved aed enlertainmest FLrs 458 L [
Profesional fees 1391 1,308 1002 ]
Dutsoering of IT ad other services 1.742 1,602 1340 [
Provisians fur [ifgatian, regelatory and similar mataers’ 1,087 2,504 1M (58
Crher 195 108 20 (1)
Tatal genesal wmu u:puu:u-" 8,219 9317 8,380 ]
| Reflects ihe net huease I andl shmifar makters recogrbned Inihe Inoome ssnament. Pefer o Moie 22 for move nboomasion. Ak inciudes recoaedes bom thisd WJCHF 13 mik-

bl and 31

ber 201

h.ﬂFHl'ﬂl'ldﬂFl!‘tnh 15, 30 i
CHF S48 millkan for the s ended 31 uu'mlﬂ!:..ﬂ Decormber 3014 ars 31 December 2013,

810
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MNote B Income taxes
Fou the pear ended

CHF milan 311218 EARFAT EiRFRE]
Tax expense /(benefit)
Swis

Cuent 0 48 o

[Defmmed e 1348 £55
Hon-Swiss

Cussent 418 405 M2

Defarmad 11,543) (2503} {1,000
Total income tax expense/ {benefit) |508| {1,180} (110}
Income tax expense / (benefit) an increase i US deferred tax assets, reflecting wpdated profit

forecasts and an extension of the relevant taxable profit forecast

The Swiss current tax expense of CHF 230 million related to tax-  pericd used in vahing deferred tax assets. Based on the perfor-
able profits against which no losses were available to offset, mance of its businesses and the acouracy of historical forecasts,
mainly earned by Swiss subsidiaries. The Swiss defered tax UBS AG extended the deferred tax asset forecast period for LS
expense of CHF 329 million mainly reflected 2 net decrease of  taxable profits to seven years from six. In addition, UBS AG con-
deferred tax assets previously recognized in relation to tax lcsses  siders other factors in evaluating the recoverability of its defarrad
carried forward, partially offsst by an increase im recognized  tax assets, including the remaining tax loss carry-forward peried,
deferred tax assets related to temporary differences. and its confidence level in assessing the probability of taxable

The non-Swiss current tax expense of CHF 476 million related  profit beyond the current forecast period. Estimating future prof-
to taxable profits earmed by non-Swiss subsidiaries and branches,  sbility is inherently subjective and is particularly sensitive to
against which no bosses were available to offset. The non-Swiss  fubure economic, market and other conditions which are difficult
net deferred tax benefit of CHF 1,943 million was primarily due to 1o predict.

For the pear ended

CHF milfan 311218 EINEAT I.12.13
Operating profa/{loss) betore e 5,407 2AR8 1172 a

ol Swuss 1885 1,181 3Ry g

et whick: Mon-Surts 242 1,288 i) 35
Income taens At Swiss tax rate of 21% 1,135 519 ay i:
incransa [decseteie) weiiling focax gt
Hon-Swiss tao ates ditfering from Swizs Sax e {4} 6l {305) g&
Tan effects of lomes not recognized 167 15 &
Previously ureecogeized tax Inzses now utiized (187) (285} (AR ]
Hon-taxable asd lower taved income (73] R ¥
Mon-deducthle expenses and addisional taable noome 519 1,065 1245
Hfustrrents related So prior years — cumest tax H 5 (£ #:]
Adustments related 5o prior years — defemed b {48} ) 6
Change in defirved ta valuatios o {2,419) 12373 ]
Adustments o deferred tas balances arking from chasges in fax mates 151 (183 107
Onher Bems il L2 i
Income: tax experse; (benefit) e [1,180) {110)

&611
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MNote 8 Income taxes (continued)

The components of operating profit before 2, and the differ-
ences between income tax expense reflected n the finandal
statements and the amounts calculzted 2t the Swiss tax rate, are
prowided in the table on the previous page and explained below.

Mom-Swiss tax rates differing from Swiss tax rate

To the extent that UBS AG profits or losses anise outside Switzer-
land, the applicable local tax rate may differ from the Swiss tax
rate. This itern reflects, for such profits or losses, an adjustment
from the tax expense/benefit that would arise at the Swiss tax
rate and the tax expense/benefit that would arise at the apgli-
cable local tax rate. i an entity generates a profit, a tax experse
arises where the local tax rate is in excess of the Swiss tax rate
and a tax benefit arises where the local tax rate is below the
Swiss tax rate. Comversely, if an entity incurs a loss, a tax benefit
arises whiere the local tax rate is in excess of the Swiss tax rate
and a tax expense arises where the local tax rate is less than the
Swiss tax rate.

Tax effects of losses not recognized

This itemn relates to tax losses of entities arising in the year, which
are not recognized as deferred tax assets. Consequently, no tax
benefit arises in relation to those losses. Therefore, the tax bensfit
calculsted by applying the local tax rate to those losses as
described above is reversed.

Presiously unrecognized tax losses now wtilized

This itern relates to taxable profits of the year, which are offset by
tan losses of previous years, for which no deferred tax assets were
previously recorded. Consequently, no current tax or deferred tax
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expense arises in relation to those taxable profits. Therefore, the
tax expense calculated by applying the local rate on those profits
is reversed.

Mon-taxable and lower taxed income

This itern relates to profits for the year, which are either perma-
nently not taxable or are taxable, but at a lower rate of tax than
the local tax rate. It akso indudes any permanent deductions
made for tax purposes, which are not reflected in the accounts,
thereby effectively ensuring that profits covered by the deduction
are not taxable.

Mon-deducdtible expenses and additional taxable income

This iterm mainky 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 per-
manently non-deductible.

Adjustments related to prior years — current tax

This ttem relates to adjustments to current te experses for prior
years, for example, if the tax payable for a year agreed with the
tax authorities is expected to differ from the amount previoushy
reflected in the accounts.

Adjustments related to prior years — deferred tax

This itern relates to adjustments to deferred tax postions recog-
nized in prior years, for example, if a tax loss for a year is fully
recognized and the amount of the tax loss agreed with the tax
authorities is expected to differ from the amount previcusly rec-
ognized as deferred tax assets in the accounts.
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MNote 8 Income taxes (continued)

Charge in deferred tax valuation allowanices

This iterm includes revaluations of deferred tax asseis previoushy
recognized resulting from reassessments of expected future tax-
able profits. K also includes changes in temporary differences in
the year, for which deferred tax is not recognized. The amount
in the year mainly relztes to the upward revaluation of deferred
tax assets.

Adpustments to deferred tax balances arising

from changes in tax rates

This item relates to re-measurements of deferred tax assets and
liabilities recognized due to chamges in tax rates. These have the
effect of changing the future tax saving that is expected from tax
losses or deducdtible tax differences and therefore the amount of
deferred tax assets recognized or, alternatively, changing the tax
cost of additional taxable income from taxable temparary differ-
ences and therefore the deferred tax liability.

Cther items

Other iterns include other differances bebween profit or losses at
the local tax rate and the actual local tax expense or benefit,
induding increzses in provisions for uncertzin positions in relation
to the current year, interest accruals for such provisions in relation
to prior years and other tems.
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Tax recognized in equity

Certain tax expenses and benefits were recognized directly in
equity. Thess included a tax benefit of CHF 131 million related to
cash flow hedges (2014: expense of CHF 196 million), a tax ben-
efit of CHF 8 million related to finandal imestments dasified as
available-for-sale (2014 expense of CHF 52 million), a tax expense
of CHF 1 million related to foreign currency tranalation gains and
losses (2014: expense of CHF 7 million) and a tax expense of CHF
19 million related to defined benefit plans {2014: benefit of CHF
245 million} recognized in other comprehensive income. In addi-
tion, they induded a tax benefit of CHF 3 million recognized in
share premiumn {2014: benefit of CHF 3 million). Furthermaore,
there were net foreign currency translation movements related to
the effects of exchange rate changes on tax assets and liabilities
dencminated in currencies other than Swiss francs.

Deferred tax assets and liabilities

UBS AG has deferred tzu assets related to tz loss carmy-forwards
and other iterns as shown in the table below. As of 31 December
2015, deferred tax assets of CHF 2,004 millicn (CHF 1,378 milkion
as of 31 December 2014} were recognized by enfities which
incurred kosses in either the current or preceding year.

The wvaluation allowance reflects deferred tax assets which
were not recognized because it was not considered probable that
future taxable profits will be availzble to utiize the related tax loss
carry-forwards and deductible temporary differences.

CHF millian AL 1214
Valuation Valeation
Deferred tax assets! Grass allowance Recognlzed Grass allowance Recognized
T boss camy-forwards man (18,378) 7,000 =i 2.0 T.456
Tempoeary dilferences 1,023 1,284) 5Ts 4069 {1.264) ET ]
o whick: elatesf f compansation sad banafits 1578 (27 1Mo L4 o 1,007
o which: rolatesf to trading arsmis 1,118 on 1,008 1459 1) 1, ag
o wlkick: relatex B investments in subsidiavies and grodil am o 2no [ [ o
o whick: athar 2021 (s} 1081 fa88 ] 1, 100
Total deferred tax assets 32,494 (19,861) 12,833 34595 [23,535) 11,060
Deferred tax liabilities
Goodwill and intangibhe asets T EF]
Finamcial imvestmests 1 : 12
fnvest=ents in associates and other e 35
Total deferred tax liadilities ® B0
1 Less dederned 2w Rabifithes 2 applicanke.
613

443/636

oOoOooodn

Corsabdated
financial satemens



EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

Mote 8 Income taxes (continued)

A5 of 31 December 2015, tax loss carry-forwards tofaling CHF  offset against future taxable profits. These tax losses axpire as out-
56,373 million {31 December 2014: CHF 68,869 million), whidh  lined in the table below:
are not recognized as deferred tax assets, were available to be

Unrecognized tax lods carry-foraands

CHF milifion H.12.15 1204
Wilghin 1 year ) anr 5.1
From 2 %0 5 yeans 31 43
From & fo 10 pears 783 613
Frem 11 8o 20 yeas 34,831 394859
Ko eapiry 17627 18972
Total 56571 B8 850

In general, Swiss tax losses can be carried forward for seven LUBS AG recognizes deferred tax lishilities on undistributed
years, LS federal tax losses for 20 years and UK and Jersey tax  earnings of subsidiaries except to the extent that those earnings
losses for an unlimited pericd. are indafinitely invested. As of 31 December 2015, no such earn-

ings were considerad indafinitely invested.

Mote 9 Earmings per share (EPS) and shares cutstanding

During 2015, UBS AG shares were dalisted from the SIX and the MYSE. As of 31 December 2015, 100% of UBS AG's issued shares
were held by UBS Growp AG and therefore were not publicly traded. Accordingly, earnings per share information is not provided for
UBS AG.
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

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

UBS AG enters imto collateralized reverse repurchase and repur-  credit risk asscciated with these activities by monitoring counter-

chase agreements, securities borrowing and securities lending  party credit expeosure 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 UBS AG when deemad necessary.

unable to fulfill its confractual obligations. UBS AG manages = Refer to Mote 26 for more information on offsetting between
finandal assets and financial liabilities

Balance sheet aisets

H.a218 EIRFA L]
Cazh callateral Cah collateral
Cash collateral Reverse recehvables Cash collateral Rewerse secrivables
on securities repurchass on derivative on securities reparchase o derivalies
CHF milfon borrowed agr insdr bornosed agreemenis imsuments
By counterparty _ _
Banks : 8,658 12,902 8,037 10517 12,746 #0265
Cistomers 16,928 590 12027 13546 54680 20,112
Total 25,584 £7,893 13,763 24063 GBAN4 30,972
Balance sheet liabilities
i RFRL EARFA T
Cazh callateral Cash collaseral
Cazh collateral payables Cash coliateral payaties
on securities Repaurchase on derivative on securities Repenchas on derivalhee
HF milfon lent agresments instruments lent agreemenis imstument
By counteparty . . . . .
Banks . T.0m8 5617 17001 o4 5174 20,855
Customens 251 4,016 .24 2133 G544 21477
Total 8,029 9,653 8,282 9,180 11,818 42,372
Bl6
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MNote 13 Trading portfolio
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CHF millian L RFAL] AR
Trading portfolio assets by Bsuer type’
Debt instruments
‘Goverament and government agences 18, T80 A5
o wihich: Suntreviand 119 2
cfwhich; L5A £050 186
o wihich: Uinfed Kingdam 1915 2108
o which: Austalia 1,649 2007
o which: Sweden 1204 191
o which: Singagane 1,259 22
o which: Gammany 795 1,280
Bariks 2891 a3
Covporates and other 19,443 20,552
Tatal debd instruments 40,902 45,218
Exulty instriments 83584 89,762
Finamcial amsets for unis-inked isvest=est contracs 15519 17,410
Finamclal assets held for trading 120,405 132383
Precious mesals and cther physical commesdities 1642 5, TE4
Tatal trading parifolio assels 124,047 130,156
Trading portfolio Rabilities by issuer type’
Debt instruments
Goverement ad govement agenes 7857 8T
o whick: Switroviand [N m
cfwhich; 54 2758 2987
o whick: france 915 1,259
o which: Haiy aap 8
of whick: Aurialia Jop 1.087
o which: Japan 725 &
o whick: Germany 510 114
Bariks T T4z
Covparates a=d other 014 2581
Tatal debd instruments 10,053 12,050
Equity instruments 19,084 15,208
Tatal trading portfolio llabilties 29,137 FIC]

1 Fafier o Mze 24e for move Informaion on produd type and fal value hesanchy criegoration.
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MNote 14 Derivative instruments and hedge accounting
Derivatives: overview

A derhvative i a finandal instrument, the value of which s derived
from the value of one or mare variables (underdyings). Undertyings
miay be indices, foreign currency exchange or interest rates, ar the
value of shares, commodities, bonds ar other financial instru-
ments. A dervative commonly reguires ttle or no initial met
investment by either counterparty to the trade.

The majority of derivative contracts are negotiated with respect
to notional amouwnts, tenor, price and settlement mechanisms, as
is customary with other financial instruments.

Over-the-counter (OTC) derivative contracts are usually traded
under a standardized International Swaps and Derivatives Assod-
ation (I5DA) master agreement betwean UBS AG and its counter-
parties. Terms are negotiated directly with counterparties and the
contracts will have industry-standard settlement mechanisms pre-
scribed by 1SDA. The industry continues to promote the wse of
central counterparties (CCF) to dear OTC trades. The trend
toward CCP dlearing and settlement will generally fadlitate the
reduction of systemic cradit exposures.

Cther derivative contracts are standardized in terms of their
amounts and settlement dates, and are bought and sold on regu-
lated exchanges. These are commanly referred to as exchangs-
traded derivatives (ETD) contracts. Exchanges offer the benefits of
pricing transparency, standardized daily setdlement of changes in
value, and consequently reduced credit risk.

For presertation purposes, UBS AG is subject to the IFRS net-
ting provisions for derivative contracts. Derivative instruments
are measured at fair value and generally dassified as Positive
replacement values and MNegative replacement values on the
face of the balance shest. However, ETD which are economi-
cally settled on a daily basis and certain OTC derivatives which
are in substance net settled on a daily basis are classified as
Cash collzteral receivables on derivative instruments or Cash
collateral payables on derivative instruments. Changes in the
replacement values of derivatives are recorded in Net trading
income, unless the derivatives are designated and effective as
hedging instruments in certain types of hedge accounting
relationships.

= Refer to Mote la item 15 for more information

Waluation prindples and technigues apglied in the measure-
ment of derivative instruments are discussed in Mote 24, Positive
replacement values represent the estimated amount UBS AG
would receive if the derivative contract were sold on the balance
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shieat date. Negative replacement values indicate the estimated
amount UBS AG would pay to transfer its cbligations in respect of
the underlying contract, were it required or entitled o do 5o on
the balance sheet date.

Derivatives embedded in other finandal instruments are not
included in the table ~Derivative instruments™ within this Note.
Bifurcated embedded derivatives are presented on the same bal-
ance sheet line as the haost contract. In cases where UBS AG
apphies the fair value option to hybrid instruments, bifurcation of
an embedded derivative component & not required and as such,
this component & also not induded in the table " Derivative
instruments.”

= Refer to Motes 20 and 24 for more information

Types of derivative instruments

UBS &G uses the following derivative finandal instruments for

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

wcts listed below, UBS AS is engaged in extensive high-wolume
miarket-making and dient facilitation trading referred to a5 the
floww business.

The main types of dervative instruments used by UBS AG are:

— Swaps: Swaps are transactions in which two parties exchangs
cash flows on a specified notional amount for 2 predeterminad
pericd. Cross-currency swaps invohe the exchange of interest
payments based on two different curency notional amounts
and reference interest rates and generally also entail exchangs:
of notional amounts at the start or end of the contract. Mest
Cross-currency swaps are traded in the OTC market

— Forwards and fubures: Forwards and futures are contrachusl
obligations to buy or sell finandal instruments or commodities
on a future date at a spedfied price. Forward contracts are
tailor-made agresments that are transacted betwesn counter-
parties in the OTC market, whereas futures are standardized
contracts transacted on regulated exchanges.

— Options and warrants: Options and warrants are contrachusl
agresments under which, typically, the seller {writer) grants the
purchaser the right, but not the cbligation, either to buy {cll
aption), or to sell {put option) at, or before, a set date, & spac-
ified quantity of a financial instrument or commedity at a pre-
determined price. The purchzser pays a premium to the saller
for this right. Options invohving 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).
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MNote 14 Derivative instruments and hedge accounting (continued)

The main derivative product types used by UBS AG ane:

- Interest rate coniracts: Interest rate products inchede interast rate
swaps, forward rate agreements, swaptions and caps and floors.

— Credit derivative contracts: Credit default swaps (CDS) are the
miost 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
seller to make a payment to the buyer following the ooour-
rence of a contractually defined credit event with respect to a
specitied thind-party credit entity. Settlernent following a credit
event may be 2 net cash amount, or cash in retumn for physical
delivery of cne or more obligations of the credit entify, and is
made regardless of whether the protection buyer has actually
suffered a loss. After a credit event and settlement. the con-
tract is generally terminated. More information on credit deriv-
atives is induded in a separate section on the following pages.
Total return swaps (TRS) are structured with ane party making
payments based on a set rate, either fixed or variable, phus any
negative changes in fair value of an underlying asset, and the
other party making payments based on the return of the asset,
which imcludes both income it generates and any positive
changes in its fair value.

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

— Equity/index contracts: UBS AG uses equity derivatives linkad
to single names, indices and baskets of single names and indi-
ces. The indices wsed may be based on a standard market
index, or may be defined by UBS AG. The product types fraded
incdhude vanilla listed derivatives, both options and futures, total
return swaps, foraards and exctic OTC contracts.

— Commodities contracts: UBS AG has an established commaod-
ity derivatives frading business, which indudes the commodity
ind=x and struchured commedities business. The index and
structured business are dient facilitation businesses trading
exchange-traded funds, OTC swaps and options on commaod-
ity indices and individual underhying commodities. The undarhy-
ing indices cover third-party and UBS AG owned indices sudh
a5 the UBS Bloomberg Constant Maturity Commeodity Index
and the Bloomberg Commedity Indices. All of the trading is
cash-settled with no physical delivery of the undesdying. UBS
AG gko has an established precious metals business in both

flow and non-vanilla OTC products incorporating both physical
and non-physical trading. The flow business is investor led and
products indude ETD, vanilla and certain non-vanilla OTC. The
vanilla OTC are in forwards, swaps and options.

Mezssurement technigues applied to determine the fair value of
each derivative product type are described in Note 24,

Risks of derivative instruments

Derivative instruments are transacted in many trading portfchos,
which generally include several types of instruments, not just
derivatives. The markst risk of derivatives is predominantly man-
aged and controlled as an integral part of the market risk of thess
portfolios. UBS AG's approach to market risk is desaibed in the
audited sactions of the “Risk management and contral” 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 contest of UBS AG's overall credit exposure to its
counterparties. UBS AG's approach to medit risk is described in
the sudited portions of Credt risk in the “Risk management and
control” section of this report. It should be noted that, although
the positive replacement values shown on the balance sheet can
be an important comporent of UBS AGS credit exposure, the
positive replacement values for a counterparty are rarely an ade-
quate reflection of UBS AG's credit exposure in its derivatives busi-
rness with that counterparty. This is generally the case because, on
the one hand. replacement values can increase over time (poten-
tial future exposurs), while on the cther hand, exposure may be
mitigated by entering into master netting agreements and bilat-
eral collateral amangements. Both the exposure measures wsed
internally by UBS AG to control credit risk and the capital require-
ments imposad by regulators reflect these additional factors.

The replacement values presented on UBS A5% balance sheet
indude netting in accordamce with IFRS requirements {refer to
Note 1a itern 35), which is generally more restrictive than netting
in accordance with Swiss federal banking law. Swiss federal bank-
ing lzw netting is generally based on dose-cut netting arrange-
mients that are enforceable in case of inschency.

= Reffer to Mote 26 for more information on the values of positive

and negative replacement values after consideration of netting
potential allowed under enforceable netting arrangements
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MNote 14 Derivative instruments and hedge accounting (continued)
Derivative instruments'
314218 11214
Mational Wational htianal Motional
values values  Other alues vlues  Ciiher
Tofal related  Tolal  related  notlonal Tetal  relaed Tt mlaed  notiondl
CHF bidion FEVE foPRVR MRV to RS valugsts PRV PR NEW mNRVS'  aliestt
Interest rate contracts
Cverthe-counter () contracks
Fervard contractst T el ms aa 18 23814 01 480 0 02 0 W5 14ma
Tmapt T smp 0 mand 0 882 TR0 5S04 BIA 13034 AIT 123R4 102843
Options. TUU1a iy 1ad s ComMI mes  ms Tead
Exchange-tsaded costracts
Etores MED D
Optiens B T - & B T 185 1684 00 157 00 45 1M7
hgency Sansactinre’ R T B X T T :
Tatal 745 14931 676 11903 &7T4 1837 21878 1175 20845 134877
Eredit derhvative condracts
Cover-the-couniter () contracks
Croit defaclt swaps TUUUE T imy 0 ab 1687 i1 med 113 MsR
Tetal retum swaps B TR T R T 41 04 38 04 81
Options and wamants a0 42 o0 o oo &5 00 16
Tatal &7 1619 67 1638 15 M4 107 m4
Forelgn exchange contracts
Over-the-ounter () contracts
Farvard contracts Tima T T 188 EMn CWs mITE 182 Mid
Inlerest asd curency Teaps T ma 14298 WA 13300 ©OBDOIEB3 623 1540
Optiens. T aE 48em 0 a3 4mMap R LT S R . F
Enchange-taded contracts
Feteres - ' : i ' : ' BT}
Optiens BT I T R T 48 R T T T R F I
Agency Tansactions? R T 1 o0 an
Tatal 657 28577 635 24868 81 %84 11162 916 29005 148 -
Equlty/index contracts
Cover-the-couniter () contracks g
Ferward contracts [T I Y T T 0.0 Coom el ap o EE
Tmapt 13 st a3 amo C 34 ms 47 Mo %g
Opticns a8 =i 637 916 84 7! 65 1154 52
Eschange-tsaded contracts
Etores - ' : LT ' : : C ms
Optiens T a3 wr: 0 s2 0 180 134 4B 184 48 1M2 1
Aigency Sansactinre’ R T 11 T T :
Tatal 168 2303 712 56 433 185 185 B3  Xes 0
Table continues on the next page.
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MNote 14 Derivative instruments and hedge accounting (continued)

Derivative instruments' {continued)

Table continued from the previous page.

EIRFAL! 31214
Notlonal Hetienal Motienal Nelizna
witlmes walwes Other wvalues wahies Other
Total relsted  Totsl  related  notional Totdl  retaied ol related  sobiosal
CHF bilion PRV to PRWS'  NEV o NRVS'  valsestt PR mPAVY NV R alues
Eommadity comtracts
Cverthe-counter (0TC) contrack
Ferwand sontracts 0.3 28 o 23 GE] 45 0z 44
Tmapt 0.7 99 05 94 0y 138 L} T3
Options 0.9 1 08 75 0g 125 ar ET
Eschange-taded contracts
e a3 13
Farward sentracts 0.0 a4 0 17 a0 5 o L]
Opticns 0.0 10 ot 15 o a0 08 ol 7 (¥
Agency Tansactinre’ 15 13 14 14
Tatal 14 00 13 M6 a3 16 X 13 3.1 13
wmwumwu 01 a8 02 187 ot 114 0z 128
insettbed sales of nan-dervative finandial : -
investmentst 0.2 201 01 84 02 181 L g1
Total derivative instrumants, based an IFRS U iBT4 46027 1624 44080 AW IO SESTR 3541 56002 135074
1 Effwrcated ervoedoed dertaiives ane o the e bakanon sheet Ines 2 thelr host consracts and are escuded from 5k ke s of 31 Deoember 3005, thess dersathes. amoried s2a PRV of CHF 0.0 -

N {related notizaal wives of CHF OUS dlen) and an MY of CHF 0.2 billon jedated notional values of C5F 3.4 billionL A5 of 31 Decerber 201 4, these dedsaties. amounted toa PRV of CHF 0.3 2dilken fretated notizral
alues of CHF &.5 billlon| and am NSY of OFF 0.3 billon jedaied notimal values of CHF 7.8 billon). 2 PR Foshive neplacement sive. :h_-rmti-lrﬁmlmhﬂmﬂlﬂ-
nationl e

anoe shee, the respecive notional vakues of T nrted
Irsuments and Cas1 colaieal

wabuss are il bk 4 MEY
wﬁlﬂmma-ﬂ-ﬂmﬂl:ﬂnmmﬂ;ﬂw uﬂ:hﬁn.ﬁ
o derhvative InssuTens and was 1o runaial for the perids presenoed.
[zan commiTens (3 1 Dereminer 7004 CHF 0.0 bilion). Mo rasional amounts riaivd o these epoement siies ane

0 deriaens whic ane chared
et of T comespondng Gish magin under Cash oo bierl reoesatdes o deshaee
m*—t“:d 31 Deoember 20U include CHF 01 billion related o desiaasies

the tabée. T Macdmum e eocae ARt rekned to thise cormitTens was O4F 158

illion a6 of 31 Deoember JOVS {31 Decermber 2014: CF 4.5 billan). 7 Movional values of echange-trased agency tanmctions and OTC deard ramacions enered Imo on betaf of cents am not dicksed duet
veir sigaiicandy SHferent o5t prafie. @ Chamges in the fair waie of perchased and sodd nov-Zerhative Srancl investments befeee tace dabe and seteTen date e reoguzed & RploeneT vl 5 Frle
TAGETRMS.

I:I“Ih’“lﬁ'-mmrﬂﬂ

The noticnal amount of a derivative is generally the quantity of
the underying instrument an which the derivative contract is
based and is the reference against which changes in the value of
the derivative are measured. Notional values, i themsehes, are
generally mot a direct indication of the values which are exchanged
betwean parties, and are therefore not a direct mieasure of risk or
financial exposure, but are viewed a5 an indication of the scale of
the different types of derivatives entered into by UBS AG.

The maturity profile of OTC interest rate contracts held as of
31 December 2015, based on notional vakses, was: approximataly
53% {31 December 2014: 45%) mature within one year, 29%
{31 December 2014: 24%) within one to five years and 18%
{31 Decemizer 2014: 22% ) after five years. Motional values of inter-
est rate contracts cleared with a clearing howse that qualify for IFRS
balance sheet netting are presented under other notional values
and are categorized into maturity buckets on the basis of contrac-
tual maturities of the deared underlying derivative contracts.

Derivatives transacted for trading purposes

Most of UBS AG's derivative transactions relate to sales and trad-
ing activities. Sales activities include the struchuring and market-
ing of derivative products to customers to enable themn to take,
transfer, modify, or reduce current or expected risks. Trading activ-
ities indude market-making to directly support the faclitation and
execution of dient activity, Market-making irvolves quoting bid
and offer prices to other market participants with the intention of
generating revenues based on spread and volume.

Credit derivatives

UBS AG is an active dealer in the fixed income market, including
0% and related products, with respect to a large number of issu-
ers’ seourities. The primary purpose of these activities is for the
benefit of UBS A5 dients through market-making activities and
for the ongoing hedging of trading book exposures.
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MNote 14 Derivative instruments and hedge accounting (continued)

Market-making activity, which is undertaken within the Invest-
miert Banik, consists of buying and selling single-name DS, index
D%, loan CDS and related referenced cash instruments to facili-
tate dient trading activity. UBS AG also actively utilizes DS to
economically hedge specific counterparty credit risks in its accrual
and traded loan portfolios (induding off-balance sheet loan com-
mitments) with the aim of redudng concentrations in individual
names, sectors ar specific partfolios.

In addition, UBS AG actively ublizes CDS to economically
hedge specific counterparty credit risks in its OTC derivative port-
folios induding financial instruments which are designated at fair
value through profit or loss.

Credit derivatives by type of instrument

The tables below provide further details on credit protection
lbowght and sold, induding replecement and notional value infor-
miation by instrument type and counterparty type. The value of
protection bought and sold is not, in isolation, a measure of UBS
AG's credit risk. Counterparty relatiorships are viewed in terms of
the total outstanding credit risk, which relates to other instru-
ments in addiion to CDS, ard in connection with collateral
arrangements in place. On a notional value basis, credit protec-
tion bought and sold as of 21 Decemnber 2015 matures in a range
of approximately 22% (31 December 2014: 27%) within one
year, approximately 68% (31 December 2014: 54%) within one
to five years and approximately 10% (31 December 2014: 83)
after five years.

Protection bought Frotection sold
Fair value:  Fair value: Holional  Fair value:  Fair valee: Maotional
CHF bilfon PRV HRY valwes PRY NEV values
Sigle-name cqedit default twaps L | 19 185 19 19 105.1
Muhti-rizme index lisked cedit default swaps 0.3 0.8 480 -1 0.8 456
Multi-raame other credit defaslt seaps. 1 o1 4 oo LA 18
Tesal cate of retum swaps 0.5 0.2 % ] al 04 28
Options and wamanis 00 0.0 4.3 on 0.0 0.1
Total 31 Decamber 201% 4.0 18 1764 28 p L] 155.3
o witichr ot deriativer ralated o evonomic hedpes 27 24 e E- 25 1828
off which: credit derivatives related fo sadet-malting 1.4 ad e o4 [} 225
Profection bought Profection sold
Faiir vl Fair vales: HNotional Fair value: Fair valus: Motional
CMF billion FRY HRY valies PRV NRY wlues
dingle-name credit default swaps L1 A (FER ] 3140 58 188
Wultir-rame ndex linked edit defaut swaps o4 [iL] s 1.7 5 &7
Mluhti-rame cther credit defaslt swaps ol [1E 4% 00 i 14
Total mte of netun swaps ol [1E 54 0.3 02 15
Options and wamants {11 ad &5 00 ol 16
Total 31 December 2014 G5 54 FL.E 5.0 63 Fiidi]
o which: cred devdaafiver redaied fo evonomic hedpes e 50 MEF 48 LT 25
o whicl cred® devdafiver refaled fo mared-making iy o4 7y (4] i3 174
623
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MNote 14 Derivative instruments and hedge accounting (continued)

Cradit derivatives by counterparty

Protection baught Prodection 1oid

Fair wabue:  Fair valbue: Hotlonal Fair value:  Fair valse: Maotional
CHF bilion B [ valises PRY HRY values
Beckar-dealess 0.8 0.3 7y 0z s 195
Bariks 19 11 T 12 1.8 63
Central clearizg counterzarties 0.4 0.8 5y 0 09 5.9
Other 0.8 0.4 158 0.3 o8 17
Total 1 December 201% 4.0 8 176.4 1] 18 1553

Pactection bought Prodection sold

Farvabiee  Farvalee:  Motiosal  Feirvelue:  Reirvelue Motional
CHF bilion Y NRY valers PRV HRY values
Ercher-dealess 14 a5 124 03 11 ns
Eaniks &0 19 1564 16 44 1443
Central chearing ccumtenzanties a2 11 B1F 1A 03 5.7
Other it} 0y 04 0a 05 115
Total 31 December 2014 &5 54 2628 50 8.3 40

UBS AG's DS trades are documented wsing industry standard
forms of documentation or equivalent terms documented in a
bespoke agreement. The agreements that govern CDS generally
dio mot contain recourse provisions that would enable UBS AG o
recover from third parties any amounts paid out by UBS AG.

The types of credit events that would require UBS AG to per-
form under a CDS contract are subject to agreement between the
parties at the time of the transaction. However, nearly all trarsac-
ticrs are traded using credit events that are applicable under cer-
tain market corwentions based on the type of reference entity to
which the transaction relates. Applicable credit events by markst
convertions indude bankruptoy, failure to pay, restruchuring, obli-
gation acceleration and repudiation moratorium.

Contingent collateral features of dermative liabilities

Certain derivative payables contain contingent collateral or termi-
nation features triggered upon a downgrade of the published
credit rating of WBS AG in the normal course of business. Based
on UBS AG's credit ratings & of 31 December 2015, contrachual
outflows related to OTC derivative transactions of approdmiately
CHF 0.2 bilkon, CHF 1.6 billion amd CHF 1.9 billion would have
been required in the event of a2 one-notch, two-notch and three-
notch reduction in long-term credit ratings, respectively. In evalu-
ating UBS AG's liguidity requirements, UBS AG considers addi-
tional collateral or termination payments that would be required
in the event of a reduction in UBS AG's long-term credit ratings,
and a corresponding reduction in shork-term ratings.

Derivatives transacted for hedging purposes

Derivatives used for structural hedging

UBS AG enters into derivative trarsactions for the purposes of
hedging risks inherent in assets, liabilities and forecast transac-
tiors. The accounting treatment of hedge transactions varies
acconding to the nature of the instrument hedged and whether
the hedge qualifies as such for accounting purposss.

Derivative frarcactions that qualify and are designated as
hedges for acoounting purposes are described under the comre-
sponding headings in this Mote {fair value hedges, cash flow
hedges and hedges of net investments in foreign operaticns). UBS
AG's accounting policies for derivatives designated and accounted
for as hedging instruments are explained in Mote 1a item 15,
whare terms used in the following sections are explained.

UES AG has also entered into various hedging strategies wtiliz-
g derivatives for which hadge accounting has not been applied.
These include interest rate swaps and other interest rate derivatives
(e.g., futures) for day-to-day economic interest rate risk manage-
ment purposes. In addition, UBS AG has used eguity fuiures,
options and, to a lesser extent, swaps for economic hedging in a
variely of equity frading strategies to offset underlying equity and
aquity volatibty exposure. UBS AG has also entered into CDS that
provide economic hedges for credit risk exposures (refer to the
credit derivatives saction of this Mote). Fair value changes of deriva-
tives that are part of economic relationships, but do not qualify for
hedge accounting treatment, are reported in Net trading income,
axcept for the forward points on certain short duration foreign
axchange contracts, which are reported in Net interest income.
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MNote 14 Derivative instruments and hedge accounting (continued)

Fair value hedges: interest rate risk related to debt instruments

UBS AGH fair value hedges principally consist of interest rate
swaps that are used to protect against changes in the fair value
of fixed-rate debt instruments, such as non-structured fixed-rate
bonds, covered bands and subordinated debt, due to movements

Fair value hedges of interest rate risk

in market interest rates. The fair values of cutstanding interest
rate derivatives designated as fair value hedges were asseis of
{CHIF 1,656 million and lizbilities of CHF 11 million as of 31 Decem-
lber 2015 and assets of CHF 2,236 million and kabilities of CHF 37
million a5 of 31 December 2014.

For the pear ended
CHF milfion 311218 EINFAL) 3.12.13
GainsJi{ksses) on hedging instruments 554 1113 {1,158
GainsJ{loszes an hedged iterns attribetable 10 the hedged risk [552) 1111} 1,116
et galns/{losses) representing ineffective porthons of falr value hediges. 2 F m

Fair value hedges: portfolio interast rate risk related fo loans

UBS A5 also applies fair value hedge accounting to mortgage
loan portfolio interest rate risk. 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 value hedge of portfolio of interest rate risk

of ocutstanding interest rate dervatives designated for thess
hedges as of 31 December 201 5 were assets of CHF 7 million and
lizhilities of CHF 227 million (31 Decernber 201 4: liabilities of CHF
256 million).

For the pear ended
CHE milfon 31218 ETRFRTY FTRPRE]
Gainsflozse=) on hedging instuments [176) {554} £16
Gains {lesses) on hedged iems attibesable 1o the hedged risk 147 B8 (7]
et galns/(lpsses) representing ineffective partions of falr value hedges [24) [ 1

Cash flow hedges of forecasted transactions

UES AG is exposed to variability in future inteest cash flows on
non-irading financial assets and liabilities that bear interest at vari-
abla rates or are expected to be refinanced or reinvested in the
future. The amounts and timing of future cash flows, representing
both principal and interast flows, are projected based on contrac-
tual terms and other rebevant factors including estimates of prepay-
ments and defaulis. The aggregate principal balances and interest
cash flows across all porifolics over ime form the basis for identify-
ing the non-trading interest rate risk of UBS AG, which is hedged
with interest rate swaps, the madgmum maturity of which is 13
years. The table on the following page shows forecasted principal

balances on which expected intenest cash flows arise s of 31 Decem-
ber 2015. Amounts shown represent, by time bucket, average
assets and Eabilities subject to forecasted cash flows designated as
hedged items in cash flow hedge accounting relationships.

Asof 31 December 2015, the fair values of outstanding deriva-
tives designated as cash flow hedges of forecasted transactions
were CHF 2,176 million assets and CHF 135 million liabilties
{31 Decemnber 2014: CHF 4,521 million assets and CHF 1,262 mil-
lion liabilities).

In 2015, a gain of CHF 150 million was recognized in Met trad-
ing income due to hedge ineffectiveness, compared with a gain of
CHF &7 million in 2014 and a loss of CHF 80 milkion in 2013,

625
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MNote 14 Derivative instruments and hedge accounting (continued)

Principal balamtes subject o cash flow forecasts

CHF bilion ‘iikin 1 year =3 years 35 peans 5~10 years Ower 10 yesars
ety 1 n 48 5 1
Vahilses 4 T L 3 0
et balance [7] ™ 45 5 1

Hedges of net investments in foreign operations
UBS AG applies hedge accounting for certain et investments in
foreign operations. As of 31 December 2015, the positive replace-
ment valuss and negative replacement values of FX derivatives
{mainly FX swaps) designated as hedging instruments in met
imvestrment hedge accounting relationships were CHF 170 million
and CHF 79 million, respectively (31 December 2014: positive
replacement values of CHF 158 million and negative replacement
values of CHF 305 million). As of 31 December 2015, the underhy-
ing hedged struchural exposures in several currendes amounted
to CHF 5.5 billion (31 December 201 4: CHF 8.0 billion).
Hedges of structural FX exposures in currendies other than the
US dollar may be comprised of two jointly designated derivatives
a5 the foreign currency risk may be hedged against the US dollar
first and then converted into Swiss francs, the presertation cur-
rency of UBS AG, as part of a separate FX derivative transaction.
The aggregated notional amiount of designated hedging deriva-
tives as of 31 December 2015 was CHF 11.2 billion in total
{31 December 2014: CHF 14.7 billion) including CHF 5.6 billion
notional values related to US dollar versus Swiss franc swaps and
CHIF 5.6 billion notional values related to derivatives hedging for-
eign currencies (other than the US dollar) versus the US dollar. The
effective portion of gains and |losses of these FX swaps is trans-
ferred directhy to OCI to offset forsign currency translation (FCT)
gains and kossas on the net imestments in foreign brandves and
subsidiaries. As such, these FX swaps hedge the structural FX
exposure resulting in the acourmulation of FCT on the level of indi-
vidual foreign branches and subsidiaries and hence on the total
FCT OC| of UBS AG.

LUBS AG designates certain non-derivative foreign currency
financial assets and hiabilities of foreign branches or subsidiaries s
hedging instrumernts in net investment hedge accounting arrange-
ments. The FX translation difference recorded in FCT OC1 of the
non-derivative hedging nstrument of one foreign entity offsets
the structural FX exposure of ancther foreign entity. Therefore,
the aggregated FCT OCI of LUBS AG & unchanged from this hedge
designation. As of 31 December 2015, the nominal amount of
nor-derivative finandal assets and lisbilities designated a= hedg-
ing instruments in such net investment hedges was CHF 3.1 bil-
lion and CHF 2.1 billion, respectively (31 December 2014: CHF
14.3 billion non-derivative financial assets and CHF 14.3 bilkon
non-derivative financial liabilities).

Ineffectiveress of hedges of net investments in foresign opera-
tiors was not material in 2015, 2014 and 2013,

Undiscounted cash flows

The taible 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 lishilities of UBS AG as of
31 December 2015. The table indudes derivatives fraded on an
exchange or through a dearing house where the dhange in fair
value is settled each day, either in fact or in substance, through
cash payment of variation margin.

Drerivatives designated in hedge accounting relationships (undiscownted cash flows)

Due within D b (- Dhue b Dvem after

CHF bilion On demand 1 momth 1ard 3monthes 3 and 12 months 1 and 5 yeaus Syan Tota
Interest rate swaps'

Cash inflows ] 1] 1] 2 4 2 -]
Cash outfows o 1] a 1 3 1 5
FX swaps forsands

Lach inflows o T 3 (1] L] ] 10
Cash outfows o T 3 1] L] 1] 0
et cash flows 1 1] 1] 1 2 ] 3

1 The table Indezies gross cash inflows am s outiosss of all Ineress mie ssaps Sesqraied n hedge acoournting relmionstips, 'which are ether amset of lakiities of LES as of 31 Decerrber 2015,
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Mote 16 Property, equipment and software

At historical cost less sdcimuilated depred ation

IT haréwace "";",! _ Other

Cwn-used Leazsehold ard g Perchased  machines and Frojects
CHF milfon mopeties  improvesent  commenication spftwarne wftwam equipment  inprogess 311215 31204
Histarical cast
Balance at the beginning of e year CIme 3060 Lam 1,525 5% BT 131 17442 W61M
dditions : - i %2 % o % 13 88 1E0
Dispsaks! weite-cfis’ ey () {750 (54) @) an 0z s
Rechssficatones 10 184 H 1 2 n {1,304 a5 (s
Fareign cemsency translation _ o 8 L] =] o " M es
Balance at the end of o year TR 3,168 1,072 1378 a1 862 190 11 4R
Accurmlated depreciation
Balance at the beginning of the year C4mE R b 1,976 1,088 45 LT 0 %I #0140
Diepresiation : 1 180 ki) kL] i 82 0 i 1M
mzaimest : 7 0 i 3 0 1 0 i 18
Dispasaks veite-ofts o s 1) ine8) 481 209) 29 0 nae W
Rechssficatones [ i (v] 0 2 {14 0 (L
Fareign cemsency translation . s L] in " L 0 oM e
Balance at the end of o year 4356 2306 1430 1,215 6 606 0 8140 #0580
Het book value at the end of the year™ 3,506 463 an 1,100 138 5% 120 7683 6849
1 Inclusies weie-otts of fully Eafs : Impaimmert ezt bn 2015 redxie i assets for which the b e i besed 21 valae-in i ——m-i
st C4F O mllion [ CHF 2 mifion gereraied sfwanl 1A of 31 ter 3015, ] pragery in the feture ancenied io oF

QuEbilion.  + Includes CHF &7 -ﬁitndmnw Asdes CHF 528 milh —'-hihr-rn-;ﬁ:dm—.nlmnhﬂ-bmpp
m:ﬂnnrﬂh“hwm [ redmsHicarions b Fropedties beid 4o-sale (CHF |1 miflion on & net borsk) reporbed wThin Other amrte 7 Ewcudes investment paperties of
CHES
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MNote 17 Goodwill and intangible assets
Introduction

UBS AG performs an impairment test on its goodwill assets on an
annual basis, or when indicators of impairment exst. UBS AG
considers the segments, as reported in Mote 2, as separate cash-
generating wnits ({CGU). The impairment test is performed for
each segment to which goodwill i allocated by comparing the
recoverable amount, based on its value-in-use, to the camying
amount of the respective segment. An impairment charge is rec-
ogrized if the carmying amount excesds the recoverable amount.
As of 31 Decemnber 2015, total goodwill recognized on the bal-
ance sheet was CHF 6.2 billion, of which CHF 1.3 billion, CHF 3.5
billion amd CHF 1.4 billion wes carried by Wealth Management,
Wealth Management Americas and Asset Management, respec-
tively. Based on the impairment testing methodology described
below, UBS AG concluded that the goodwil balances as of
31 December 2015 allocated to these segments remain recover-
able and thus were ot impaired.

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 dis-
courted earnings attributable to shareholders from the first three
forecasted years and the terminal vahue. The terminal value, which
cowers all periods beyond the third year, is calculated on the basis
of the forecast of third-year profit, the discount rate and the long-
term growth rate and is adjusted for the effect of the capital
assumed to be needed to support the perpetual growth implied
by the long-term growth rate.

The carrying amount for each segment is determined by refer-
ence to the Growps equity attribution framework. Within this
framework, which is descoribed in the “Capital management” sec-
tion of this report, the Board of Directors (BoD) attributes equity
to the businesses after considerimg their risk exposure, risk-
weighted assets and leverage ratio denominator usage, goodwill
and intangible zssets. The total amount of equity atiibuted to the
busiress divisions can differ from UBS AG's achual equity during a
given pericd. The framework is primarily used for purposes of
measuring the performance of the businesses and indudes certain
management assumptions. Attibuted eguity equals the capital

EDINETOOOO
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that a segment requires to conduct its business and is considered
an appropriate starting point from which to determine the camy-
ing value of the segments. The attributed equity methodology &=
aligned with the business planning process, the inputs from
which are used in calculating the recoverable amounts of the
respective CGLL

= Refer to the "Capital management” section of this report for
maore information on the equity attribution framework

Assumptions

Waluation parameters used within UBS AGS impairment test
madel are linked to external markst information, where applica-
ble. The model used to determine the recowverable amount is most
sensitive to changes in the forecast eamings available to share-
holders in years ane to three, to dhanges in the discount rates,
and to changes in the long-term growth rate. The apglied long-
term growth rate = based on long-term ecomomic growth rates
for different regicns worldwide. Earnings availsble to sharshold-
ers are estimated based on forecast results, which are part of the
lbusiness plan approved by the BaD.

The discount rates are determined by applying a capital-asset-
pricing-model-based approach, as well as considering quanfita-
tive and qualitative inputs from both internal and external ana-
lysts and the view of management The discount rates wers
unchanged between 2014 and 2015.

Key assumptions used to determine the recoverable amounts
of each segment are tested for sensitvity by applying a reasonably
jpossible change to those assumptions. Forecast eamings available
to shareholders were changed by 10%, the discount rates were
changed by 1.0 percentage point and the long-term growth rates
were changed by 0.5 percentage point. Under all scenarics, the
recoverable amounts for each segment excesded the respective
carmying amouwnt, such that the reasonably possible changes inkey
assumptions would not result in impairment.

I the estimated earnings and other assumpticns in future peri-
ods deviate from the current cutlook, the value of goodwill may
become impaired in the future, giving rise to losses in the income
statemant. Recognition of any impairment of goodwill would
reduce IFRS equity and net profit. | would not impact cash flows
and, 2= goodwill is required to be deducted from capital under the
Basal capital framework, no impact would be expected on UBS
AG's total capital ratios.

629
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MNote 17 Goodwill and intangible assets (continued)

Discount and growth rates
Discount rates Growth rates
hi 1218 31214 HALIS AL
Véealth Manage=cet a0 90 L7 17
Vieaith Manage=pet Americas 90 a0 14 4
fmeemt=nt Back 1o 1o 24 24
dmsel héamagama=s 5.0 a0 14 4
Goodwil Intangible aws
{Cirstomer
relatin=zhips,
coniscieal
CHF millan Tetal hfrastuctee gtz and other Tokal HALIS HAZIM
Histarical cast
Balance at the beginning of e year 6368 5% fit] 1509 7957 ]
Additions N £ T 3 17
Dipasals E i i (32 i
Virite-ci _ - (20) 2 (20} [
Fareign cervency translation [T} 5 23 {15) [114) &7
Balance at the end of e year £240 61 a0 1,581 7,821 1957
Actumulated amonilzation and Impaiment
Balance at the beginning of e year ' o 536 625 1,1 1171 20
‘Amarzaticn ' - n 57 [T o ]
impairme=t! 12 1 1 2
Dipasals _ B i) - i’ 0
Virite-c _ - (20) 2 (20} [
Faraign cereency transhation - {1 (4] (5h )
Balance at the end of e year 0 578 675 1,252 1,283 111
Mot ook value at the end of the year &40 182 45 12 €560 6788
1 Impairment charges reoorses in 7005 ard J004 ekt 10 25 for which the eooemable 3T0T Was O d besed on alue-i & amcert of the mp CoF 4 million for 3015 and CoF
3 milion dar 20141

The table below presents the disdosure of goodwill and intangible assets by segment for the year ended 31 December 2015

Wiaalth

Weslth  Manag I deset  Corparae Caster
CHE milfon Management Amesicas Bk Macagement — Sarvices Tetal
Goodwll
Balance at the beginning of e year 1355 1450 4 147 6,368
Additions. 0
Dispusals m {23 30
Impairme=2 0
Fareign carsency fransh (40 b i) 168) f57)
Ralance t the end of the year 1,312 3,514 ] 1,5 5,240
Intangible assets
Ealance at the beginning of e year 4 HE 4 - b3 a?
Additions  transers 4 [ -3 )]
Disprsals 0 : 0
dmar zatizn 1 1) E {5 (] i)
impatirma- (- @ 1)
Feraign corency translatios 4 0 6 {1 (12
Ralance t the end of the year 3 199 53 1 0 o
630
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MNote 17 Goodwill and intangible assets (continued)

The estimated, aggregated amortization expenses for intangible assets are as follows:

CHF milfian ntanghin assete

Estimated, aggregated amoriization expenses far:

s [k

oy 1]

g 56

g 45

0 w

Treceafier i

Mot amortized due fo indefinite useful e L]

Tatal s

Mote 18 Other assets

HF milfon MALAS EIRFAL]

Prime bockersge secoivables’ . 11,241 _ 12534

Recruitment loans do financial advisor . s _ 1908

Crher loass to fnasdal advisors . 418 _ w2

Bail deposit! ; 11 1,30

Aocrued intesest income . 482 _ £53

Morrued income - other . 44 _ 10008

Prepaid experses . 1,832 _ 1027

it defined benefit pension and post-employment assets? . 50 1]

Settlement and deaving accousts . 402 616

‘T and other tax recefwables. . 7 _ m

Properties and ather nos-censent assets held for sale . 134 16

Mmsets of disposal growp held for salet ) m 1]

Crhesr 485 237

Total other assets 11,248 23,068 a

Frime: services Inchude cearance, setiiemment, ard senvices for nﬂhﬂm recctvabies of
e e e e WA o e e e e e el g Eg
3
=
gt
J&
631
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Balance sheet notes: liabilities

MNote 19 Due to banks and customers
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CHF milfan AL 1214
Tue In banks, 11,838 0,452
Due ln cestomens: demand deposis 174,262 187,516
Due In cestomens: fme deposits BT 525
Due tn cestomens: fdusiary depasits £139 14,765
et setal savings dip 151,848 156,437
Tetal due %o customers 402,522 430,972
Total due o banks a=d cussomens 414,358 214N
Mote 20 Financial liabilities designated at fair value
CHF milfon HALAS 124
Man-structured Fved-rate honds 4,088 ]
cefwhich: irsue] by LS AS with axipinal matuwdy graster than ane peart? B542 1616
Strsctured dab? instruments isssed
Equity liniced® moes nns
Credit-lizked 1653 4545
Rates-inkeds 16587 19,380
Coher 111 1118
Total structured debt instruments kssued STA36 B340
ek frsue] by B A with ariginal matuy groster than ane yeavts [TLIT 45,851
Stnsctured aver-the-counter debt instruments
Equitylined T8RS 15
Crhes 1608 ERLT]
Tatal structured over-the-couster debit instruments 481 5862
cifwhich: irsued by LARS.AS with axipinal matuity grester than ane pearts 4487 L]
Repurchase agresments 840 1,167
Lo commitments and guarsntees? 19 ]
Tatal 52,583 75097

oxfwihich ffe-fo-date owe credit oy

287 a2

1 ked Iy LB AG istancabonel. Bxed on conracial Wik F
oy e m“ﬂﬂmmdhhﬁnl of 31 December 201% was weeared. ¢ Maw tan 35% of the babnae s
of 31 Dovember 11115 wae wroeceres. 7 Loan cemmiTeck reosgries as ° Financal Laodites desigazied 2 12 wiue” ondl

fund retnens e o inces no-sructes o i1 ed det

Az of 31 December 2015, the contractual redemption amount at
maturity of Financal liabilities designated at fair value through
profit or boss was CHF 0.1 billion higher than the camrying value.
As of 31 December 2014, the contractual redemption amount at
maturity of such liabilites was CHF 0.7 bilkon lower than the car-
ryimg value.

The table on the following page showes the residual contrachual
maturity of the canrying value of financial liabilities designated at
fair value, sphit between fixed-rate and flosting-rate instruments
based on the contractual terms and does not consider any early

100% of the balasos 2 of 31 Doevember 2015 was useored. 1 Inchudes Invesament
dumwn and recognized as baars SeeMoie | 2en B for aszkonal | plomurion

redemption festures. Interest rate ranges for future interest pay-
ments related to these finandal lizkilities designated at fair value
have not been included in the table on the following page == a
migjority of these liabiities are structured products. and therefare
the future interest payments are highly dependent upon the
embedded derivative and prevailing market conditions at the time
each interest payment is made.
= Refer to Mote 27 for maturity information on an undiscounted
cash flow basis
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Mote 20 Financial liabilities designated at fair value (continued)

Contractual maturity of carrying value

Total Tmtal
CHF milfan 2016 017 2018 2019 2000 2021-2025  Bewafer 30215 31204
854G
Men-subordinated debt
Fioed-rate 187 1812 e m 3z 1622 2508 18,702 12881
Fleating-rale 23,148 5314 3,58 28 1285 2,838 5839 48,824 58,543
Subantal 01 115 4,31 1118 3,588 4,461 1, 0,526 71,535
rther subsidiaries®
Nen-subordfinated debt
Feead-rate b1 1] e 17 34 164 51 923 1472
Floating-rale 0 -y = 1 177 178 116 1.478 1M8
ubactal i3 74 357 ] 141 342 29 2,460 3762
Tatal 2,310 1,768 4702 3,357 174 4,803 12,406 2,995 75,357
| Compilses Insumens Baued by UES AG imandalonel = Comprises Instramens issued by subsidlasies of USS AG.
Mote 21 Debt issued held at amortized cost
CHF milfon HALAS 124
Certicates of drpos 11,967 16,551
Commerdal paper ETHT s
Crhes shart-term debt g4 L
Short-term debt’ 71,218 343
Nen-struchied fised-rate bosds 1,240 T
cefwhich: irsue] by LS A with axipinal matuity graster than ane year’ HOTE 24438
Covemd bond 8490 11614
Susandizated debt 12,600 16,122
o whick: plbmra-gut additianal tir 1 capital o 1197
cifwhich: low-trigger loxs-sbsovbing ter 3 capital 10,146 10,464
o whick: plare-out far 7 capitel 2254 4462
Diekt izsued thrugh the contral band isstitulions. of the Swiss regional or cantnsal basks 8337 502
Crhes fang-ers debt 577 1,455
cefwhich: irsue] by LS AS with axipinal matuiy graster than ane year’ 3 851
Long-term debt! 81,144 A B4
Total debt kssued beld at amortized cost? 82,350 G107

1 Debtwsith 3 ciginal
b 1015 wE useowed. 1 Debewth original
(31 Dieceminer 2014 net nagasve fal e of CKF 75

UBS AG uses interest rate and foreign exchange dervatives o
manage the risks inherent in certain debt instruments held at
amaortized cost. In certain cases, UBS AG applies hedge account-
ing for interest rate risk as discussed in Mote 1a item 15 and

merety of les than Imaee by USS AGG (mmZabme|. Sansd Inal conimaczaal
ghea matrt pﬂl’”ﬁmauﬂhmp’. T:‘dlilﬂli

witiout coeskdeding any early redemption featunes. MO0 of the babnce & o 1 Decame
Eerivatives with 3 net e falr vaiue of CHF 130 mllber & of 31 Decereber 2015

MNote 14. A= 3 result of applying hedge accounting, the camying
value of debt issued increased by CHF 1,024 million and by CHF
1,703 millicn 25 of 21 December 2015 and 2014, respectively,
reflecting changes in fair value due to interest rate movernenis.
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

MNote 21 Debt issued held at amortized cost (continued)

Subordinated debt consists of unsecured debt obligations that  ingrate based on the contractual terms and does not consider
are contractually subordinated in right of payment to all other  any early redemption features. The effects from interest rate
presant and future non-subordinated obligations of the respactive  swaps, which are used to hedige various fixed-rate debt issuances
issuing entity. All of the subordinated debt instruments cutstand- by changing the repricing characteristics into those similar to

ing as of 31 Decermnber 2015 pay a fized rate of interest. floating-rate debt, are akso not considered in the table below.
The table betow shows the residual contractual maturity of the =+ Refer to Mote 27b for maturity information on an undiscounted
carrying walue of debt issued, split between fixed-rate and float- cash flow basis

Contractual maturity dates of carrying value

CHF milfian, except where indicated 016 W17 2018 w018 00 W05  Mewshw  HATIS  HAZ04
(5 AG!
Son-subardinated debt
Fioed-rate S md 63 B0 4036 4340 FE 0 40183 w7
nteresk rales [range in %) . o4 059 065 1440 0-49 1340 : :
Floating-rale T an 4] 91 m 0z 17507 1.9
Find-rabe : 98 414 i 0 0 g 87 11800 1B
terest rates [range in %) C a8 a1-T4 | amgm 4n7a :
Subantal T T B967 4974 4579 1LMT 4508 0% DAT4E
Subsidlariest
Won-subardinated debt
Fioed-rate : 1996 ™ i 142 i 1562 1M 1eer 4460
ntmsest rales [rasge in %) : o83 0-A1 0.4-27 0529 028 034 0428 :
Floating-ratz : o o 7 0 0 0 o g i
Subantal ; 1506 m T 1] e 1581 R I T 4453
Tatal FICEr 11,156 9765 51T 5311 16,740 5,659 2,358 91,007

1 Compiises det imaed by UES AG |sandainel. > Compries debt isued by sbsidlases of USS AG.
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MNote 22 Provisions and contingent liabilities

a) Provisions
Lgaticn, Loan =

Operational  and similar  Restruc- and Real  Emplopen Todal Total
CHF milfion rigks'  matters? furing  guaraniees male besfist Osher  31E1S 324
Balance at the beginning of e year 50 30583 547 2 153 15 4 4,366 251
Increase in provist gnized in the income 43 1,263 E A [} n T | 1,778 ER
Beleans of provisions moognized in ®e inco=e stalpsent m (168 {az) L1} [l L (40} [337) (528}
Frovisians used in conformity with designated purpose am larg (26m) L] 125) i (133 [ise) (1,855
Capitalived reinstate=ent costs o 1] 1] 1} 5 L] L] L] o
Fedazifications ] +] 1] E] 1} L] L] ] B
Famign aumency teanskation / umsind of discount (1} T 3 1] 2 (5] [E] L] 166
Balance at the end of the year 47 2583 B2 35 151 19 1230 4,163 A, 56

Compuites provisions for ks fromm s oueTy risis and arsadicn
;.qmlim 110 milbzn 25 ol 31 Deember 2015 (31 Decemter 2014 CHF 116 millon) aad

prmmdagriss  : Compriss provskons dor lames resaiting from legal, Habikty ans
pHeisiong |

s 3 indude relaied resmc
Vor anevous e contracts of CHE 514 million as of 31 Ceoemies 005 (31 December 2314 CHF 530

4 Includes reirstaiement oods for kasehokd Impeowements of CHF 34 millon a5l 31 Decemizer 2015 (31 Depember 2004: CHF 5 million) and provisions for onesces lese contracss of CHF G2 mifion a5 of
31 Dearrber 2015 (31 Decemizer 20& CHF 55 millonl 5 Indues provisions for sablatical and ancivenany awards & well & poovisions 1o sevesanoe which ane not part of resaduring prossions.

Restructuring prowisions primarily relate to onenous lease con-
tracts and severance payments. The utilization of crerous l=ase
prowisions is driven by the maturities of the underlying lease con-
tracts. Severance-related provisions are utilized within a short
time period, wsuslly within six months, but potential changes in
amount may be triggered when natural staff attrition reduces the

rnumbser of pecple affected by a restructuring and therefore the
estimated costs.

Infarmation on provisions and contingent lishilities in respact
of Litigation, regulatory and similar matters, as a dass, = included
in Mote 22b. There are nio material contingent liabilities assodated
with the other classes of provisions.
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

MNote 22 Provisions and contingent liabilities (continued)
b) Litigation, regulatory and similar matters

UBS operates in a legal and regulstory ervironment 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/for one or more of its sub-
sidiaries, as applicable) is imvolved in vanous disputes and legal
proceedings, induding tigation, arbitration, and regulatory and
criminal imvestigations.

Such matiers are subject to many uncertainties and the out-
come is often difficult to predict. particularly in the earlier stages
of a case. There are also situations where UBS may enter into a
settlement agreement. This may occur in order to avoid the
expense, management distraction or reputational implications of
continuing o contest lability, even for those matters for whidh
UBS believes it should be exonerated. The uncertainties inherent
in all such matters affect the amount and timing of any potential
outflows for both matters with respect to which provisions have
been established and other contingent liabilties. UBS makes pro-
visions for such matters brought against it when, in the opinion of
manzgement after seeking legal advice, it & mare likely than not
that UBS has a present legal or constructive cbligation as a result
of past events, it is probable that an outfiow of resources will be
required, and the amount can be reliably estimated. Where these
factors are otherwise satisfied, a provision may be established for
claims that have not yet been asserted against UBS, but are nev-
ertheless expected o be. based on UBS's experience with similar
asserted daims. H any of those conditions is rot met, sudh matters
result in contingent liakilities. H the amount of an obligation can-
not be relisbly estimated, a liability exdsts that i not recognized
even if an outflow of resources is probable. Accordingly, no provi-
sion is established even if the potential cutflow of resources with
respect to select matters could be sigrificant.
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Specific litigation, regulatony and other matters are describad
el indluding all such matters that management considers to
be material and others that management believes to be of sig-
nificance due to potential financial, reputational and other
effects. The amount of damages daimed, the size of a transac-
tion or other information is provided where available and appro-
priate in order to assist users in considering the magnitude of
potential exposures.

In the cass of certain matters below, we state that we have
established a provision, and for the other matters, we make no
such statement. When we make this statement and we expect
disdlosure of the amount of a provision to prejudice sericusly our
position with other parties in the matter, because it would revesl
what UBS believes to be the probable and reliably estimable out-
flowe, wee do not disclose that amount. In some cases, we ane sub-
ject to confidentiality obligations that preclude such disclosure.
With respect to the matters for which we do not state whether
we have established a provision, either {a) 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 wiould reveal the fact that UBS believes an outflow of
resources to be probable and refiably estimable.

With respect to certain litigation, regulatory and similar mat-
ters for 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 is immaterial rela-
tive to our current and expected levels of liguidity over the rele-
vant time periods.
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MNote 22 Provisions and contingent liabilities (continued)

The aggregate amount provisioned for litigation, regulatony
and similar matters as a class is disdosed in Mote 222 sbove. It is
not practicable to provide an aggregate estimate of liability for
our litigation, regulatory and similar matters as a dlass of contin-
gent lizbilities. Doing 50 would require us to provide speculative
legal assessments as to daims and proceedings that involve
unique fact patterns or novel legal theories, which have not yet
been initiated or are at early stages of adjudication, or as to which
aleged damages have not been guantified by the claimants.
Altnough we therefore cannot provide a numenical estimate of
the future losses that cowld arise from litigation, regulatory and
similar matters, we believe that the aggregate amount of possible
future losses from this class that are more than remote substan-
tially exceeds the level of current provisions. Litigation, regulatory
and similar matters may also result in non-monetary penalties and
conseguences. For example, the non-prosecution agreement
{MP&} described in paragraph 5 of this Mote, which we entared
into with the LS Department of Justice {D0U), Criminal Divisicn,
Fraud Section in connection with our submissions of benchmark
interest rates, including, amaong others, the British Bankers” Asso-
digticn London Interbank Offered Rate (LIBOR), was terminated by

the DOJ based on its determination that we had committed 2 US
crime in relation to foreign exchamge matters. As a conseguence,
UBS AG has pleaded guilty to one count of wire fraud for conduct
in the LBOR matter, and has agreed to pay a USD 203 million fine
and accept a three-year term of probation. A guilty plea fo, or
comviction of, a crime (induding as a result of termination of the
NPA) could have material consequences for UBS. Reschution of
regulatory proceedings may reguire us to obtaim waivers of regu-
latory disgualfications to maintain certain operations, may entitle
regulatory authorities to Emit, suspend or terminate licenses and
regulatony authorizations and may permit financial market utilities
to limit, suspend or terminate our participation in such utilities.
Failure to obtain such waivers, or any limitation, suspension or
termination of licenses, authorzations or participations, could
have material consequences for UBS.

The risk of loss assodated with litigation, regulatory and similar
miatters is 2 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 included in the “Capital management” section of
this report.

Provisions for litigation, regulatory and similar matters by bisiness division and Corporate Center unit’

‘Weah® -
Weakh Momage- Persona & degset Nos-cone
Karage- =est  Cospomin  Manage-  Imvesiment = CC— and Legacy Tatal Total
CHF mifiion =ent  Americas  Banking ment Bank Sewices Geoup AlM  Portfoo 311215 30204
Balance at the beginning of e year 188 208 a2 53 1258 2 0 i 3,083 1622
Increase in provisions necognized in the income sSatesest 114 s 0 1] 17 15 0 T4 1283 2941
Feleane of provis grizedin theinzase L 9 (L] ] (1% i o (s (iss) [ 258)
Provisions used in conformity with designated purpose 35 (LAl ] o (33) &5 3 0 (02 (LT 0
Fechsfications 1] 1} 1} o o 1} 0 0 -] 2
Fansign cemency transhtion/ umsind of discount (12 7 [Fi] ] 1] [E1] L] ] T 172
Balance at the end of the year 245 455 a3 16 a5 EL0] 0 1284 2,983 3,053
1 Prowtshoe, B an dar the matiers desarbed Inthe Moie 202 recoesied in Wealsh (e ), Waalth Maragement Amencas |ioom 4], Corporaie (e = Servioes | kem 71 and Cosporme Center = Kon-one
and Legacy {lcems 3 and 8| Frostsions, I amy, for the mocters despdbedd in this Kote in Beres | a2 & e allocied beteoon ‘Weals Maagement 202 fesoral § Corpomane Baniing, and prvkion, I an, o

e maties Spsibed in this Kooe In bem S are allocaies between the nvesment Eani, (ovpoine Cerier = Senices and Corporie Coner = Kon<mne and Legacy ool
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

MNote 22 Provisions and contingent liabilities (continued)

1. Inquiries regarding cross-border wealth management busi-
nessas

Tax and regulatory authorities in 2 number of countries have
made inquiries, served requests for information or examined
employess located in their respective jurisdictions relating to the
cross-border wealth management services provided by UBS and
other finandal institutions. It is possible that implementation of
automatic tax information exchange and other measures relating
to ooss-border provision of finandal services could give rise o
further inguiries in the future.

A5 a result of investigations in France, in 2013, UBS. {France)
5.4 and MBS AG were put under formal examination (" mize an
examen”) for complicity in having illicitly sclicited dients on
French territory, and were declared witness with legal assistance
{"témain assisté™) regarding the laundering of proceeds of tax
fraud and of banking and finandal soligtation by unauthorized
persons. In 2014, UBS AG was placed under formal examination
with respect to the potential charges of laundering of proceeds of
tax fraud, and the imvestigating judges ordered UBS to provide
bail (" cawtion™) of EUR 1.1 billion. LBS AG appezled the determi-
nation of the bail amount, but both the appeal court {"Cowr
d"Appal™) and the French Supreme Court (“Cour de Cassation”)
upheld the bail amouwrt and rejected the appeal in full in late
2014, UBS AG has filed and has had accepted a petition to the
European Court of Human Rights to challenge various aspects of
the French court’s dedsion. In September 2015, the former CED
of LIBS Wealth Management was placed under formal examina-
tion in conmection with these proceedings. In addition, the imves-
tigating judges have sought fo issue amest warrants against three
Swiss-based former employees of UBS AG who did not appear
when summoned by the investigating judge. In February 2016,
the investigating judge notified UBS that he does not intend to
conduct further investigation. This notification commences a
pericd in which the prosecutor may file 2 request for a judge o
isswe formal charges.

In BMarch 2015, UBS (France} 5.4 was placed under formal
examination for complicity regarding the laundering of proceeds
of tax frawd and of banking and finandal solicitation by wnauthor-
ized persors for the years 2004 until 2008 and dedared witriess
with legal assistance for the years 2009 to 2012, A bail of EUR 40
miillicn was imposed, and was reduced by the Court of Appeals in
May 2015 to EUR 10 million. Secarstely, in 2013, the French
banking supenizory authority’s dscplinary commission repri-
manded UBS (France} 5.4. for having had insuffidencies in its con-
trol and compliance framework arcund its cross-border activities
and know your customer obligations. It imposed a penalty of EUR
10 million, which was paid.
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UBS AG has been notified by the Brussels public prosecutors
office that it is imvestigating various aspects of UBS's cross-barder
business.

In January 2015, B received inguiries from the US Attorneys
Office for the Eastern District of New York and from the US Secu-
rities and Exchange Commission (SEC), which are investigating
potential sales to US persons of bearer bonds and other unregis-
tered securities in possible violation of the Tax Equity and Fiscal
Responsibility Act of 1982 (TEFRA) and the registration require-
ments of the US securities |aws. UBS is cooperating with the
authorities in these investigations.

LBS has, and reportedly numerous other finandal institutions
have, received inquiries from authorities concerning accounts
relating to the Fédération Internationale de Football Assodation
{FIFA) and other constituent soccer assodations and related per-
sons and entities. UBS is cooperating with authorities in thess
inguiries.

Our balance sheet at 31 December 2015 reflected provisions
with respect to matters described in this itern 1 in an amount that
UBS believes to be appropriste under the applicable accounting
standard. 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
jprove to be substantially greater (or may be less) than the provi-
sion that we have recognized.

2. Caims related to sales of residential morigage-backed
sacurities and maorigages

From 2002 throwgh 2007, prior to the oisis in the US residential
loan market, BS was a substantial issuer and undenariter of US
residential mortgage-backed securities (RMBES) and was a pur-
chaser and saller of US residential mortgages. A& subsidiary of UBS,
UBS Real Estate Securities Inc. (UBS RESI), acquired poals of resi-
dential mortgage loans from originators and (through an affiliate)
deposited them into securitization trusts. In this mannes, from
2004 through 2007, UBS RES| sponsored approximately USD 80
billion in RMBS, based on the original principal balances of the
sacurities issued.

LIBS RES| also sold pools of loans acguired from ariginators to
third-party purchasers. These whole loan sales during the period
2004 through 2007 totaled approsmately USD 19 killion in origi-
nal principal balance.

We were not a significant originator of US residential kzans. A
subsidiary of UBS originated apprommately USD 1.5 billion n US
residential mortgage loans during the pericd in which it was actve
from 2006 to 2008, and securitized less than half of these loans.
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MNote 22 Provisions and contingent liabilities (continued)

RMBS-relsted lawswits conceming dischosures: UBS is named as
a defendant relating to its role as undenwriter and issuer of RMIBS
in lavwswits related to approdimately USD 6.2 billion in criginal face
amount of RVIBS undenaritten or issued by UBS. Of the USD 6.2
billizn in original face amount of RMBS that remains at issue in
these cases, approximately USD 3.2 billion was issued in offerings
in which a UBS subsidiary transferred underlying loans ithe major-
ity of which were purchased from third-party originators) into a
securitization trust and made representations and warranties
about those loans {UBS-sponsored RMBS). The remaiming LSD 3
billion of RMES to which thess cases ralate was issued by third
parties in securitizations in which UBS acted as underwriter {third-
party AMBS).

In connection with certain of these lawsuits, LBS 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 which it will succeed in enfording those rights.

UBS is a defendant in fwo lawsuits brought by the Mational
Credit Union Administration (MCUA), as conservator for certain
failed credit unions, asserting misstztements and omissions in the
offering documens for RMBS purchased by the credit unions. Both
lawesuits were filad in LS District Courts, one in the District of Kan-
sas and the other in the Southern District of Mew York (SDNY). The
original principal balance at issue in the Kansas case is approg-
mately USD 1.15 billion and the criginal principal balance at issue
in the SONY case is approximately USD 400 million. In February
2016, UBS made an offer of judgment to NCUA in the SDNY case,
which NCUA has accepted, pursuant to which UBS will pay USD 33
million plus an amount of prejudgment interest that will be deter-
mined by the court and reasonable attorneys” fees. Once these
amounts are determined and pedgment is entered, the SDNY case
will end. Prejudgment interest and attorneys' fees are axpacted to
significantly increase the total amount to be paid in the SDNY case.

Lawsuits related to contractual representations and warranties
concaming mortgages and RVES: When UBS acted = an RMIBS
sponsor or martgage seller, we generally made certain representa-
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tiors relating o the characteristics of the underlying loans. In the
event of a material breach of these representations, we were in
certain circumnstances contractuslly cbligated to repurchase the
loans to which the representations related or to indeminify certain
parties against lceses. UBS has received demands to repurchass
US residential martgage loans as to whidh LSS made certain rep-
resentations at the time the lcans were fransferred to the securi-
tization tnust aggregating approximately WS 4.1 billion in crigi-
nal principal balance. Of this amount, UBS considers daims
relating to approximately USD 2 billion in original principal bal-
arce to be resolved, induding daims barred by the stahute of
limitations. Substantially 2l of the remaining daims are in itiga-
tion, including the matters described in the nest paragraph. UBS
believes that new demands to repurchase US residential mort-
gage loans are time-barred under a decision rendered by the Mew
York Court of Appeals.

In 2012, certain AMBS trusts filed an action (Trustee Suit) in the
SDNY sesking to enforce UBS RESIs cbligation to repurchase
loans in the collateral poals for three RMBS securitizations (Trans-
actions) with an criginal principal balance of approximately USD 2
billion, for which Assured Guaranty Municipal Corp. (Assured
Guaranty), a finandal guaranty insurance compary, had previ-
ously demarded repurchase. In January 2015, the court rejected
plaintiffs’ efforts to seek damages for all loans purpartedly in
fbreach of representations and warmranties in any of the thres
Transactions and limited plaintifs to pursuing daims based solely
on alleged breaches for loans identified in the complaint or other
breaches that plaintiffs can establish were independently discov-
ered by UBS. In February 2015, the court denied plaintiffs” motion
seeking reconsideration of its ruling. With respect to the loars
subject to the Trustes Suit that were criginated by institutions stil
in existence, UBS intends to enforce its indemnity rights against
those institutions. Trial is currenthy scheduled for April 2016.

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 RRMBS.
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MNote 22 Provisions and contingent liabilities (continued)
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Provigion for dlaims related to sales of residential mortgage-backed securities and mortgsges

LD il 1218 31204
Balance at the beginning of 2 year #40 217
hcrease in provision recognized in the iscome statement [ me
Releana of provizion recognimed in the iscome stabemest [‘N!l. {1000
Provision ssesd is cnrer=ity witt dosigeated perpase 129} (]
Balance at the end of the year 1218 [

Mortgage-related reguiatory matters: Im 2014, UBS recsived a
subpoena fram the US Attorney's Office for the Eastern District of
Mew York issued pursuant to the Finandal Institutions Refarm,
Recowery and Enforcement Act of 1985 (ARREA), which sesks
documents and information related to UBSs RMBS business from
2005 throwgh 2007. In Septerber 2015, the Eastern District of
Mew York identified a number of transactions that are currently
the foous of their inquiry, as to which we are providing additional
infarmation. UBS continues to respond 1o the ARREA subpoena
and to subpoenas from the Mew York State Attorney General
{NY¥AG) relating to its RMES business. In addition, UBS has also
been responding to inguiries from both the Spedial Inspector Gen-
eral for the Troubled Asset Relief Program (SIGTARP) {whio is work-
ing in conjuncticn with the US Attormey's Office for Connecticut
and the DOJ) and the SEC relzting to trading practices in connec-

tion with purchases and sales of mortgage-backed securities in
the secondary market from 2002 through the present. We are
cooperating with the autharities in these matters. Numercus
other banlks repartedly are responding to similar inguiries from
these authorities.

As reflected in the table “Provision for daims related to sales
of residential mortgage-backed securities and mortgages, ™ our
balancs sheet at 31 December 2015 reflected & provision of LSD:
1,218 million with respect to matters described in this item 2. 8s
in the case of other matters for which we hawe established provi-
sions, the fubure cutflow of rescurces in respect of this matter
canmot be determined with certainty based on currently avail-
able information, and accordingly may ultimately prove to be
substantially greater {or may be less) than the provision that we
have recognized.
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MNote 22 Provisions and contingent liabilities (continued)

3. Madoff

In refation to the Bernard L Madoff Investment Securities LLC
{BMIS) investment fraud, UBS AG, UBS (Lusxembourg) SA and cer-
tain other UBS subsidiaries have been subject to inquiries by a
niumber of regulatars, induding the Swiss Financial Market Super-
visory Authority (FINKA) and the Luxemibourg Commission de
Surveillance du Secteur Finamcier (CSSF). Those inguiries con-
cerned two third-party funds established under Luxembourg law,
substantially all assets of which were with BMIS, as well s cartain
fumds established in offshore jurisdictions with either direct or
indirect exposure to BMIS. These funds now face severe losses,
and the Luxembourg funds are in iquidation. The last reported
net assat value of the two Luxembourg funds before revelation of
the Madoff scheme was approdmately USD 1.7 billion im the
aggregate, although that figure likely includes fictitious profit
reported by BMIS. The documentation establishing both funds
identifies UBS entities in various roles induding custodian, admin-
istrator, manager, distributor and promoter, and indicates that
UBS employees serve as board members. UBS {Luxembourg) 54
and certain other UBS subsidiaries are responding to inquiries by
Lumembourg investigating authorities, without, however, being
named as parties in those investigations. bn 2002 and 2010, the
liguidators of the two Luxembourg furds filed dlaims on behalf of
the funds agairst UBS entities, non-UBS ertities and certain indi-
viduals including current and former UBS employees. The amounts
daimed are approdmiately EUR 390 million and EUR 305 million,
respectively. The liquidators have filed supplementary daime for
amounts that the funds may possibly be held able to pay the
BMIS Trustee. These amounts daimed by the liquidator are
approximately EUR 564 million and EUR 370 million, respectively.
In addition, a large number of alleged benefidaries have filed
daims against UBS entities {and non-UBS entities) for purported
losses relating to the Madoff scheme. The majority of these cases

arz pending in Luxembourg, where appeals were filed by the
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claimants agairst the 2010 dedisions of the cowrt in which the
claims in & number of test cases were held to be inadmissible. In
July 2014, the Luxembourg Court of Appeal dismissed one test
appeal in its entirety, which dedsion was appealed by the investor.
In Juby 2015, the Luxembourg Supreme Court found in favor of
UBS and dismissed the investor's appeal. In the US, the BMIS
Trustes filed claims in 2010 against LBS entities, among others, in
relation to the two Luxembourg funds and one of the offshare
funds. The tofal amount claimed against all defendants in thess
actions was not less than USD 2 billion. Following a motion by
UBS, im 2011, the SDNY dismissed all of the BMIS Trustee's daims
other than daims for recovery of fraudulent conweyances and
preference payments that were all=gedly transferred to UBS on
the ground that the BMIS Trustee lacks standing o bring such
claims. In 2013, the Second Ciruit affirmed the District Courts
dedision and, in Jume 2014, the US Supreme Court denied the
BMIS Trustes's pefition seeking review of the Second Circuit rul-
ing. In December 201 4, saveral claims, induding a purported class
action, were filed in the US by BMIS customers against LBS enti-
ties, asserting clairms similar to the ones made by the BMIS Trustes,
szeking unspedfied damages. One daim was woluntarily with-
drawm by the plaintiff. In July 2015, following a motion by UBS,
the SDNY dismissed the two remaining claims on the basis that
the Mew York courts did not have jurisdiction to hear the daims
against the UBS entities. In Germany, certain chents of UBS are
exposed to Madoff-managed positions through third-party funds
and funds administered by UBS entities in Germany. A small num-
bber of daims have been filed with respect to sudh funds. In Janu-
ary 2015, a court of appeal reversed a |lowwer cowrt dedsion in
favor of UBS in one such case and ordered UBS. to pay EUR 4%
million, plus interest (spprosimately EUR 15.3 millian). LU2S filed
an application for leave to appeal the decision. That application
wias rejected by the German Federal Supreme Court in December
2015, meaning that the Court of Appeals dedsion is final.
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MNote 22 Provisions and contingent liabilities (continued)

4 Puerto Rico

Dedines since August 2013 in the market prices of Puerto Rico
municipal bonds and of cdosed-snd funds (the funds) that are
sole-manzged and co-managed by UBS Trust Company of Puerto
Rico and distributed by UBS Financial Services Incorporated of
Puerto Rico (UBS PR} have led to multiple regulatory inquiries, as
well a5 customer complaints and arbitrations with aggregate
daimed damages of USD 1.6 billion, of which claims with aggre-
gate daimed damages of approximately USD 374 million have
been resolved through settlements or arbitraticn. The daims are
filed by dients in Puerto Rico who own the funds or Puerto Rico
municipal bonds and/or who used their UBS account assets as
collateral for UBS non-purpose loars; customer complaint and
arbifration allegations indude fraud, misrepresertation and
unsuitahility of the funds and of the koans. A shareholder deriva-
tive action was filed in 2014 against various UES entities and cur-
rent and certain former directors of the funds, alleging hundreds
of millions in losses in the funds. In 2015, defendants’ motion to
dismiss was danied. Defendants are seeking leave to appeal that
ruling o the Puerto Rico Supreme Court. In 2014, a federal dass
action complaint also was filed against various UBS entities, cer-
tain members of UBS PR seniocr management, and the co-man-
ager of certain of the furds seeking damages for imvestor losses in
the funds during the pericd from May 2008 through May
2014. Defendants hawe moved to dismiss that complaint. In
Mardh 2015, a dass action was filed in Puerto Rico state court
against LIBS PR sesking equitable relief in the form of a stay of any
effort by UBS PR to collect on non-purpose loans it acquired from
UBS Bank USA in December 2013 based an plaintiffs” allegation
that the loans are not walid.

In 2014, UBS reached a settlement with the Office of the Com-
missioner of Finandial Institutions for the Commorwealth of
Puerto Rico {OCF) in connection with OCF’s examination of UBS's
operations fram January 2006 through Septernber 2013. Pursu-
ant to the settlement, UBS contributed USD 3.5 million to am
imvestor education fund, offered USD 1.68 million in restitution to
certain imvestors and, among other things, committed to under-
take an additional review of certain dient accounts to determine
it additional restitution would be appropriate. That review resultad
in an additional USD 2.1 milkon in restitution being offered to
certain investors.

In Saptember 2015, the SEC and the Financial Industry Regula-
tory Autharity (FMRA) announced settlaments with UBS PR of thair
separate investigations stemming from the 2013 market events.
Without admitting or denying the findings in either matter, UBS PR
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agreed in the SEC setilement to pay USD 15 million (which includes
USE 1.18 million in disgorgement, a civil penalty of USD 1263
million and pre-judgment interest), and USD 18.5 milkon in tha
FINRA matter {which incdhudes up to USD 11 milkion in restitution to
165 UBS PR customers and a civil penalty of USD 7.5 million). The
5EC seitlement inwolves a charge against UBS PR of fading fo
supervisa the actvities of a former financial advisor who had rec-
ommended the impermissible invesiment of non-purpose loan
proceeds into the UBS PR dosed-end funds, in violation of firm
policy and the customer loan agreements. In the FINRA settlement,
UES PR is alleged to hawe falled to supervise certain customer
accounts which were both more than 75% inwvested in LUBS PR
closed-end funds and leveraged against those positions. We also
understand that the DOJ is conducting a criminal inguiry nto the
impermissible reinvestment of non-purpose loan proceads. We are
cooperating with the awthorities in this inguiry

In 2011, a purported derivative action was filed on behalf of
the Employes Retirement System of the Commonwealth of Puerto
Rico {System) against over 40 defendants, induding UBS PR and
other corsultants and underwriters, trustees of the Systemn, and
the President and Board of the Government Development Bank of
Pusrto Rico. The plaintifs alleged that defendants viclated thair
purported fidudary duties and contractual obligations in connec-
tion with the issuance and undenwriting of approdmately USD 3
hillion of bonds by the System in 2008 and sowght damages of
aower LISD 200 million. UBS is named in connection with its under-
writing amd consulting services. In 2013, the case was dismissed
by the Puerto Rico Court of Frst Instance on the grounds that
plaintiffs did not have standing to bring the daim, but that dis-
missal was subsequently overturned on appeal. Defendants have
renewed their motion to dismiss the complaint an grownds not
addressad when the court issued ifs pricr ruling.

Also, in 2013, an SEC Administrative Law Judge dismissed a
came brought by the SEC against two UBS executives, finding no
viclations. The charges had stemmed from the SEC's investigation
of UBSS sale of dosed-end funds in 2008 and 2003, whidch UBS
sattled in 2012. Beginming in 2012, two federal dass action com-
plaints, which were subsequently consolidated, were filed against
various UBS entities, certain of the funds, and certain members of
UBS. PR senior management, seeking damages for investor losses
in the funds during the pericd from January 2008 through May
2012 based on allegations similar to those in the SEC aclion. A
miotion for class certification was denied without prejudics fo the
right to refile the motion after limited discowvery, and that motion
has since been refiled.
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MNote 22 Provisions and contingent liabilities (continued)

In June 2015 Puerto Rico's Governor stated that the Common-
wealth is unable to mest its obligations. In addition, certain agen-
cies and public corporations of the Commonweslth have held
discussions with their creditors to restructure their outstanding
debt, and certain agencies and public corporations of the Com-
momwealth have defaulied on certain interest payments that
were due in August 2015 and lamuary 2016. The United States
Supreme Court has agreed to hear Puerto Rico’s appeal of a US
District Court'’s imalidation of the Puerto Rico Public Corporations
Debt Enforcement and Recowery Act (the Act), under which Puerto
Rico's public corporations would be permitted to effect 2 manda-
tory restructuring of their respective debts with a spedfied credi-
tor vote that would be binding on all applicable creditors, once
approved by a court or, alternatively, under a court-supenisad
bankruptcy type restructuring. The foregoing events, any further
defaults by the Commonwealth or its agendes and public corpo-
rations on {or any debt restructurings proposed by themn with
respect to) their cutstanding debt a Supreme Court decision
upholding the Act (or sending it back to the District Court for
further procesdings) and any further actions taken by Puerto
Rico's public cornporations under the Adt, as well as any market
reactions to any of the foregoing, may increase the number of
claims against UBS concerning Puerto Rico securities as well as
potential damages sougiht.

Our balance sheet at 31 December 2015 reflected provisions
with respect to matters described in this itern 4 in amounts that
UBS believes to be appropriate under the applicable accounting
standard. 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-
sions that we have recognized.
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L. Foreign exchange, LUBOR, and benchmark: rates, and other
trading practices

Foreign exchange-relsted regulztory matters: Following an initial
media report in 2013 of widespread irregularities in the foreign
exchange markets, UBS immediately commenced an intermnal
review of its foreign exchange business, which indludes our pre-
cious metals and related structured products businesses. Since
then, varicus authorities hawe commenced investigations con-
cerning possible manipulation of foreign exchange markets,
induding FAINME, the Swiss Competition Commission (WEKD),
the DO, the SEC, the LS Commodity Futures Trading Commis-
sion (CFTC), the Board of Governors of the Federal Reserve Sys-
tem (Federal Reserve Board), the UK Finandal Conduct Autharity
{FCA) to which certain responsibilities of the UK Finandal Services
Austhority (FSA) have passed), the UK Serious Fraud Office (SFO),
the Australian Securities and Investments Commission (ASIC), the
Hong Kong Monetary Autharity (HKMA), the Korea Fair Trade
‘Commission (KFTC) and the Brazil Competition Authority (CADE).
In addition, WEKD is, and a number of other authorities report-
edly are, investigating potentizl manipulation of precious metals
pprices. UBS has taken and will take appropriate action with respect
to certain personnel a5 a result of its ongaoing review:

In 2014, UBS reached settlements with the FCA and the CFTC
in connection with their foreign exchange investigations, and
FINMA issued an order conduding its formal proceedings with
respect to UBS relating to its foreign exchange and precious met-
als businesses. UBS has paid a total of approximately CHF 774
million to these autharities, induding GBP 234 millicn in fines to
the FCA, USD 290 million in fines to the CFTC, and CHF 134 mil-
lion to FINMA representing confiscation of costs avoided and
profits. In hay 2015, the Federal Reserve Board and the Con-
necticut Department of Banking issued an Onder to Cease and
Desist and Order of Asssssment of a Civil Monetary Penalty
Issued upon Consent (Federal Reserve Order) to UBS AG. As part
of the Federal Reserve Order, UBS AG paid a USD 342 million il
manetary penalty.
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MNote 22 Provisions and contingent liabilities (continued)

In May 2015, the DOJs Criminal Division {Criminal Division)
terminated the December 2012 Mon-Prosscution Agreement
{MPA) with UBS AG relzted to UES's submissions of benchmark
interest rates. As a result, UBS AG entered into a plea agreement
with the Criminal Division pursuant o which LUBS AG agreed o
and did plead guilty to a cne-count criminal information filed in
the US District Court for the District of Connecticut charging LUBS
A with one count of wire fraud in violation of 18 USC Sections
13432 and 2. Under the plea agreement, UBS AG agreed to a sen-
tence that indudes a USD 203 million fine and a three-year term
of probation. The criminal information charges that bebasen
approximiztely 2001 and 2010, UBS AG engaged in a scheme o
defraud counterparties to interest rate derivatives transactions by
manipulating benchmark interest rates, induding Yen LIBOR. Sen-
tendng is currently scheduled for @ May 2016. The Criminal Divi-
sion ferminated the MPA based on its determination, in its sole
discretion, that certain UBS AG employess committed criminal
conduct that viclated the NPA, induding fraudulent and deceptive
currency trading and sales practices in conducting certain foreign
exchange market transactions with clients and collusion with
other participants in certain foreign exchange markets.

We have ongoing obligations to cooperate with these authori-
ties and to undertake certasin remediation, induding actions to
improve processas and controls.

UBS has been granted conditional immunity by the Antitnust
Division of the DOJ (Antitrust Division) from prosecstion for
EUR/USD collusion and entered into a non-prosecution agres-
ment oovering other currency pairs. As a result, UBS AG will not
be subject to prosecutions, fines or other sanctions for antitrust
lzws violations by the Antitrust Division, subject to UBS AG% con-
tinuing cooperation. Howewer, the conditional immunity grant
does not bar government agencies from asserting other daims
and impaosing sanctions against UBS AG, as evidenced by the sst-
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tlerments and ongoing investigations referred to above. UBS has
also been granted conditional leniency by authorties in certain
jurisdictions, including WEKO, in connection with potential com-
petition law violations relating to precious metals, and as a result,
will not be subject to prosecutions, fines or other sanctions for
antifrust or competition lew violations in those jurisdictions, sub-
ject to UBS AG's continuing cooperation.

In October 2015, UBS AG settled dharges with the SEC relating
to struckured notes issued by UBS AG that were linked to the UBS
W10 Currency Index with Violatility Cap.

Investigations relating to foreign exchange and predious metals
matters by numerous autharities, incuding the CFTC, remain
ongaing mobwithstanding these resolutions.

Foreign exchange-refated ol [itigation: Putative class actions
have been filed since MNovember 2013 in LS federal courts and in
other jurisdictions against UBS and other banks on behalf of puta-
tive classes of persons who engaged in foreign currency transac-
tiors with any of the defendant banks. They allege collusion by
the defendants and assert claims wnder the antitrust laws and for
unjust enrichment. In 2015, additional putative dass actions wers
filed in federal court in Mew Yaork against UBS and other banks on
behalf of a putative dass of persors who entered into or held any
foreign exchange futwres contracts and options on foreign
exchange futures contracts since 1 January 2003. The complaints
assert daims under the Commodity Exchange Act {CEA) and the
US antitrust laws. In July 2015, a conscolidated complaint was filed
on behalf of both putative dasses of persons covered by the US
federal court class actions described abowe. UBS has entered into
a settlement agreement that would resclve all of these LIS federal
court class actions. The agreement, which has been preliminarily
approved by the court and is subject to final court approval,
requires, among other things, that UBS pay an aggregate of USD:
141 million and provide cooperation to the setlement classes.
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MNote 22 Provisions and contingent liabilities (continued)

In June 2015, a putative class action was filed in federal court
in Mew York against LBS and other banks on behalf of partic-
pants, beneficiaries, and named fidudaries of plans qualifisd
under the Employes Retirement Income Security Act of 1974
{ERISA) for whom a defendant bank provided foreign currency
exchange transactional services, exerdsed discretionary authority
or discretionary contral over management of such ERISA plan, or
authorized or permitted the execution of any foreign currency
exchange transactional services imohing such plan's assets. The
complaint asserts claimes under ERISA

In 2015, UBS was added to putative dass actions pending
against other banks in federal court in Mew York and other juris-
dictions on behalf of putative dasses of persons who bought or
sold physical precious metals and various precicus metal products
and derivatives. The complaints in these |lawsuits assert daims
under the antitrust laws and the CEA, and other claims.
Mumerous government agencies, including the SEC, the CFTC,
the D, the FCA, the SFO, the Monetary Authority of Singapore
{MAS), the HEMA, FINMA, the various state attormeys general in
the LS, and competition authorities im various jurisdictions have
conducted or are continuing to conduct investigations regarding
submissions with respect to LIBOR and other bendhmark rates.
These investigations focus on whether there were improper
attempts by UBS, among others, either acting on our own or
together with others, to manipulate UBOR and other benchmark
rates at certain times.

In 2012, UBS reached settlements with the FSA, the CFTC and
the Criminal Division of the D0 in connection wath their investi-
gations of benchmark interest rates. At the same time. ARMA
isswed an order conduding its formal procesdings with respect to
UBS relating to benchmark interest rates. UBS has paid a tofal of
approximiztely CHF 1.4 billion n fines and disgorgement - indud-
ing GEP 160 million in fines to the FS&, LUSD 700 million in fines
to the CFTC, USD 500 million in fines to the DOJ, and CHF 59
millicn in disgorgement to FINRAA. UBS Securities Japan Co. Lid.
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{UBSS)) entered into a plea agreament with the DOJ under which
it entered 2 plea to one count of wire frawd relating to the manip-
ulation of certain banchmark interest rates, induding Yen LBOR.
UBS entered into an NPA with the DOJ, which (zlong with the plea
agreement) coverad comduct beyond the scope of the conditional
leniency/immunity grants descoibed below, required UBS to pay
the LUSD 500 million fine to the DOJ after the sentencing of UBSS,
and provided that any oiminal penalties imposed on UBSS) at
santencing be deducted from the USD 500 million fine. Under the
NPA, we agreed, among other things, that for two years from
18 December 201 2 UES would not commit any US aime, and we
wiould advise DO of any potertially criminal conduct by UBS or
any of its employees relating to violations of US laws conceming
fraud or securities and commodities markets. The term of the MNPA
was extended by one year to 18 December 2015, In May 2015,
the Criminal Division terminated the NP4 based on its determina-
tion, in its sole discretion, that certain UBS AG employees commit-
ted criminal conduct that viclated the MPA. As a result, UBS
entered into 2 plea agresment with the DOJ under which it
enterad a guilty ples to one count of wire fraud relating o the
mamipulation of certain benchmark interest rates, indwding Yen
LIBOR, and agreed to pay a fine of LSD 203 milkon and accept a
three-year term of probation. Sentendng is currently scheduled
for 9 hay 2016.

In 2014, 8BS reached a setfflement with the Ewropean Com-
missicn (EC) regarding its investigation of bid-zsk spreads in con-
nection with Swiss franc interest rate derivatives and paid a EUR
127 million fine, which was reduced to this level based in part on
UBSs cooperation with the EC. The MAS, HEMA and the Japan
Finandial Services Agency have also resolved imestigations of UBS.
{and in some cases, other banks). We have ongoing cbligations to
cooperate with the authorities with whom we have reached reso-
lutions and to undertake certain remediation with respect to
benchmark interest rate submissicns.

Investigations by the CFTC, ASIC and other governmental
authorities remain ongoing notwithstanding these resclutions.
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MNote 22 Provisions and contingent liabilities (continued)

UBS has been granted conditional leniency or conditional
immunity from authorities in cerain jurisdictions, including the
Antitrust Division of the DOJ, WEKD and the EC. in connection
with potential antitrust or competition law violations related o
submissions for Yen LIBOR and Eurcyen TIBOR. WEKO has also
granted WBS conditional immunity in connection with potential
competition law violations related to submissions for CHF LIBOR
and certain transactions related to CHF UBOR. As a result of these
conditional grants, we will not be subject to prosecutions, fines or
other sanctions for antitrust or competition law violations in the
jurisdicticns whers we hawe conditional immunity or leniency in
connection with the matters covered by the conditicnal grants,
subject to our continuing cooperation. However, the conditional
leniency and conditional immunity grants we have received do
not bar government agencies from asserting other claims and
imposing sanctions against us, as evidenced by the settlements
and ocngoing investigations referred to sbove. In addition, as 2
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 dvil antitrust action under US
law based on conduct covered by the agreement and for relief
from potential joint and several Ezbility in connection with sudh
civil antitrust action, subject to owr satisfying the DOCJ and the
court prasiding over the ovil litigation of our cooperation. The
conditional leniency and conditional immunrity grants do not oth-
erwise affect the ability of private parties to assert cvil daims
against us.

LIBOR and other benchmark-related ol litigation: A number
of putatve class actions and other actions are pending in, or
expected to be fransferred to, the federal courts in Mew York
against UBS and numerous other banks on behalf of parties who
transacted in certain interest rate benchmark-bassd derivatives.
Also pending are adtions asserting losses related to various prod-
ucts whose interest rate was linked to USD LBOR, including
adjustable rate mortgages, preferred and debt securities, bonds
pledged a= collateral, loans, depasitory acoounts, investments and
other interest-bearing instruments. All of the complaints allege
manipulation, through various means, of various benchmark
interest rates, induding USD LIBOR, Eurcyen TIBOR, Yen LIEOR,
EURIBOR, CHF LIBOR, GBP LIBOR or USD ISDARX rates and seek
unspedfied compensatory amd other damages under varying legal
theories. In 2013, the cowrt in the USD adion dismissed the
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federal antitrust and racketeering daims of cerfzin USD LIBOR
plaintiffs and a portion of their daims brought under the CEA and
state common law:. Plaintiffs have appesled the dismissal, and the
appeal remains perding. In 2014, the court in one of the Euroyen
TIBOR lawesuits dismissed certain of the plaintiffs daimes, including
federal antitrust claims. Im 2015, the same court dismissed plain-
tiff’s federal racketeering daims and affirmed its previcus dis-
miszal of plaintiffs antitrust daims. LBS and other defendants in
other lawsuits induding those related to BURIBOR, CHF LIBOR and
GEP LIBOR have filed motions to dismiss.

Since Septemnber 2014, putative dass actions have been filed in
federal court in Mew York and Mew Jersey agairet UBS and other
financial institutions, among others, on behalf of parties who
enterad into interest rate derivative transactions linked to ISDAFTY.
The comglaints, which have since been consclidated into an
amended complaint, allege that the defendants conspired to
manipulate ISDAFE, rates from 1 lanuary 2006 throwgh lanuary
2014, in violation of US antitrust laws and the CEA, among other
theories, and seeks unspecified compensatory damages, indud-
ing treble damages. UBS and other defendants have filed a motion
to dismiss, which remains pending.

Government bonds: Putative dass adtions have been filedin LS
federal courts against LUBS and other banks on behalf of persons
who participated in markets for US Treasury securities since 2007.
The complaints generally allege that the banks colluded with
respect o and manipulated prices of US Treasury securities sold at
auction. They assert daims under the antitrust laws and the CEA
and for unjust enrichment. The cases have been consolidated in
the SDWY. Following filing of these complaints, UBS and report-
various authorities regarding US Treasury securities and other gov-
ernment bond trading practices.

With respect to additional matters and jursdictions not encom-
passed by the settlements and order referred to above, our bal-
ance sheat at 31 December 2015 refleded a provision in an
amount that UBS believes to be appropriate under the applicable
accounting standard. As in the case of other matters for which we
have established provisions, the future cutflow of resources in
respect of such matters cannot be determined with cartainty
lbased on currently availsble information, and accordingly may
ultimataly prove to be substantially greater (or may be less) than
the provision that we have recognized.
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MNote 22 Provisions and contingent liabilities (continued)

B. Swiss retrocessions

The Federal Supreme Court of Switzerland ruled in 2012, in a test
case against LBS, that distribution fees paid to a firm for distribut-
ing third party and intra-group imvestment funds and struchured
products must be disdesed and surrendered to dients who have
entered into a discretionary mandzte agreement with the firm,
ahsent a valid waiver.

FINMA has ssued a supervisory note to all Swiss banks in
response to the Supreme Court decsion. The note sets forth the
measures Swiss banks are to adopt, which include informing all
affectad clients about the Supreme Court dedsion and directing
them to an internal bank contact for further details. UBS has
met the FINMA requirements and has nofified all potentizlly
affected dients.

The Supreme Court decision has resulted, and may continue to
result, in a number of dient requests for UBS to disclose and
potentially surender retrocessions. Client requests are assesssd
on a case-by-case basis. Considerations taken into account when
assessing thess cases indude, among others, the existence of 2
discretionary mandate and whether or not the dient documents-
tion contaired a valid waiver with respect to distribution fees.

Our balance sheet at 31 Decemiber 2015 reflacted a provision
with respect to matters described in this item & in an amount that
UBS balieves to be approprizte under the applicable accounting
stamdard. 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 canniot be determined with certainty based on
currently available information, and accordingly may ultimately
prowe to be substantially greater {or may be less) than the provi-

7. Banco UBS Pactual tax indemnity

Pursuant to the 2009 sale of Bamco UBS Pactual 5.4 (Pactual) by
UBS to BTG Investments, LP {BTG), BTG has submitted contractual
indemnification claims that UBS estimates amount to approd-
miately BRL 2.4 billion, induding interest and penalties, which is
net of liabiities retained by BTG. The daims pertain principally to
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saveral tax assessments issued by the Brazilian tax authorities
against Pactusl relating to the period from December 2006
throwgh March 2009, when UBS owned Pactual. The majority of
these assessments relate to the deductibility of goodwill amortiza-
tion in conmection with UBS's 2006 acquisition of Pactual and
jpayments made to Pactual employees throwgh various profit-shar-
ing plans. These assessments are being challenged in administra-
tive and judical procesdings. In May 2015, the adminisirative
court issued a degsion that was largely in favor of the tax author-
ity with respect to the goodwill amortization assessment. This
decision has been appealed.

&. Matters relating to the CD5 market

In 2013, the EC issued a Statement of Objections against 13 credit
default swap (CDS) dealers including UBS, as well as data service
provider Markit and the International Swaps and Derivatives Asso-
cigtion {ISDA). The Statement of Objections broadly alleges that
the dealers infringed Eurcpean Union antitrust rules by colluding
to prevent exchanges from entering the credit derivatives market
between 2006 and 2009. In December 2015, the EC Esued a
staterment that it had decided to cose its investigation against all
13 deslers, including UBS. The EC’s investigation regarding Markit
and 15D is omgoing. Since mid-2009, the Antitrust Division of the
DO has also been rvestigating whether multiple dealers, inchud-
ing UBS, conspired with each other and with Markit o restrain
competition in the markets for C0S trading, dearing and other
senvices. In 2014, putative dass action plaintiffs filed consolidated
amended complaints in the SDNY against 12 dealers, including
UBS, a5 well as Markit and 1504, alleging violations of the US
Sherman Antitrust Act and common lawe Flaintiffs allege that the
defendants unlawfully conspired to restrain competition in and/for
manopolize the market for COS trading in the US in order to pro-
tect the dealers” profits from trading CDS in the over-the-counter
market In September 2015, UBS and the other defendants
enterad into setilement agresments to resohe the litigation, pur-
suant to which UBS has paid USD 75 million out of a total settle-
ment amount paid by all defendants of approximately USD 1.865
billion. The agreements have received preliminary court approval
bbut are subject to final court approval.
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Mote 23 Other liabilities
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Additional information

MNote 24 Fair value measurement

This Mote provides fair value measurement information for both
financial and non-finandal mstruments and i structured as followrs:
a) Valuation principles
bl Valuation gowernance
o) Valuation techniques
d) Valuation adjustments
e} Fair value measurements and classification withim the
fair value hierarchy

a) Valuation principles

Fair value is defined as the price that would be received for the
sale of an asset or paid to transfer a lighility in an orderly transac-
tion bebween market participants in the principal market (or
most advantagecus market, in the absence of a principal mar-
ket) 5 of the measurement date. In measuring fair value, UBS
AG utilizes various valuation approaches and applies a hierarchy
for prices and inputs that maximizes the use of observable mar-
ket data, if avaiable.

All financial and non-financial assets and kizbilities measured 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:
— Level 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, obsenvable market data or

— Lewval 3 —valuation techniques for which significant inputs are
not based on cbservable market data.

If available, fair values are determined using quaoted prices in
active markets for identical zssets or liabiities. An active markst is
one in which transactions for the asset or liability take place with
sufficent frequency and volume to provide pricing data on an
ongaing basis. Assets and liabilties 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 instrumeant 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
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f} Transfers betwesn Level 1 and Level 2 in the

fair value hierarchy
g Movements of Level 3 instruments
) Waluation of assets and liakilities dassified as Level 3
i Sersitivity of fair value measurements to changes in
unobservable input assumptions
! Finandial instruments not measured at fair valus

complaxity of the instrument and the availability of market-basad
data. Valuation adjustiments may lbe made o allow for additional
factors including model, iquidity, credit and fundirg risks, which
are not explicitly captured within the valuation tedhnigue, but
which would nevertheless be considered by market participants
when establishing a price. The limitations inherent in a particular
valuation technigue are considered in the determination of an
asset or kiability's classification within the fair value hisrardhy.

Many cash instruments and over-the-counter (OTC) derivative
contracts have bid and offer prices that can be cbserved 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 instrumert: level, consistent with that wnit of account.
Howvever, if cartain conditions are met, UBS may estimate the fair
value of a portfolic of financial assets and liabilities with substan-
tially similar and offsetting risk exposures on the basis of the net
open risks.

For transactions where the valuation techrique used to mea-
sure fair value reguires significant inputs that are not based on
obsenable market data, the finandal instrument is initially recog-
nized at the transaction price. This initial recognition amownt may
differ from the fair value cbtained using the valuation technigue.
Any such difference is deferred and not recognized in the income
statement and referred to as deferred day-1 profit or loss.

= Refer to Mote 24d for mone information
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

Mote 24 Fair value measurement (continued)
b) Valuation governance

UBS AG's fair value measurement and madel governance frame-
work incdhudes mnumerous controls and other procedural safe-
guards that are intended o maximize the quality of fair value
measurements reported in the financial statements. New prod-
ucts and valuation tedhnigues must be reviewed and approved by
key stakeholders from risk and finance control fundtions. Respon-
sibility for the ongoing measurement of finandial and non-finan-
dial instruments at fair value resides with the business divisions. Im
carrying out their valuation responsibilities. the businesses are
required to consider the availability and quality of external markst
data and to provide justification and rationale for their fair value
estimates.

The fair value estimates provided by the businesses are vali-
dated by risk and finance control functions, which are indepen-

) Valuation techniques

Valuation techniquas are used to value positions for which a mar-
ket price is not available from market sources. This includes certain
less Bouid dabt and equity instruments, certain exchange-fradad
derivatives and all derivatives transacted in the OTC market UBS
AG uses widely recognized waluation techniques for determining
the fair value of financial and non-financial mstruments that are
not actively traded and quoted. The most fraquently applied valu-
ation technigues include dscounted value of expected cash flows,
relative value and option pricing methodologies.

Discounted value of expecied cash flows is a valuation tech-
nique that measures fair vakue using 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-
ments with similar risk and liguidity profiles to produce a presant
value. When using such waluation technigues, expecied future
cash flows are estimated wsing an observed or implied market
price for the future cash flows or by using indusiry standard cash
flows projection models. The discount factors within the calculation
are generated using industry standard yield curve modeling tech-
niques and models.

Relative value modals mezsure fair value based on the market
prices of eguivalent or comparable assets or liabilities, making
adjustiments for differences between the characterstics of the
observed instrument and the instrument being valued.

Option pricing models incorporate assumptions regarding the
behavior of future price movements of an underlying referencad
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dent of the business divisions. Independent price verification &
performed by finance through bemchmarking the business divi-
sions” fair value estimates with cbservable market prices and
other independent sources. Controls and governance are in place
to ersure the quality of third-party pricing sources where used.
For instruments wiere valuation models are used to determine
fair value, independent waluation and model contral groups within
finance ard risk evaluate UBS AGT models on a regular basis,
induding valuation and model input parameters as well as pric-
ing. As a result of the wvaluation controls emploved, valuation
adjustments may be made to the business divisions’ estimates of
fair value fo align with independent market data and the relevant
accounting standard.
= [Refer o Note 24d for mone information

asset or assets to generate a probability-weighted future expected
payoff for the option. The resulting probability-weighted expected
payoff i then discounted using discount factors generated from
industry standard yield curve modeling technigues and models.
The option pricing model may be implemented using a dosed-
form analytical formula or other mathematical technigues (eg.,
binomial tree or Monte Carlo simulation).

Where available, valuation technigues use market-observable
assumptions and inputs. I such data is not availzble, inputs may
bbe derived by reference to similar assets in active markets, from
recant prices for comparable transactions or from other obsarv-
able market data. In such cases, the inputs selected are based on
historical experience and practice for similar or analogows instru-
meents, derivation of input levels based on similar producs with
obsenable price levels and knowledge of current market condi-
tiors and valuation approaches.

For more complex instruments and instruments not tradad in
an active market, fair values may be estimated using a combina-
tion of observed transaction prices, consensus pricing services and
relevant quotes. Consideration is given to the nature of the quotes
{e.g., indicative or firm} and the relaticnship of recently evidenced
miarket activity to the prices provided by consensus pricing ser-
vices. UBS AG also uses internally developed models, which are
typically based on valuation methods and technigues recognized
as standard within the industry.
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Mote 24 Fair value measurement (continued)

Assumptions and inputs used in valuation techniques indude
benchmark interest rate curves, credit and funding spreads used
in estimating discourt rates. bond and equity prices, eguity
index prices, foreign exchange rates, levels of market volatility

d) Valuation adjustments

The output of a valuation tedhnigue is always an estimate of a fair
value that canncot be measured with complete cerainty. As 2
result, valuations are adjusted, where appropriate and when such
factors would be considered by market participants in estimating
fair value, to reflect dose-out costs, credit exposure, model-driven
valuation uncertainty, funding costs and benefits. trading restric-
tiors and other factors. Valuation adjustments are an important
component of fair value for assets and lishilities that are mea-
sured using valuation technigues. Such adjustments are applied to
reflect uncertainties within the fair value measurement process, to
adjust for an identified model simplification or to incorporate an
aspect of fair value that requires an overall portfolio assessment
rather than an evaluation based on an individual instrument level
characteristic.

The major classes of valuation adjustmants are discussad in fur-
ther detail below:

Deferred day-1 profit or loss
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and correlation. Refer to Motes 24e and 24h for more informa-
tion. The discount curves used by UBS AG incorporate the fund-
ing and credit characteristics of the instruments to which they
are applied.

Day-1 reserves

[For new transactions where the valustion technique wsed to mea-
sure fair value reguires significant inputs that are not based on
obsenable market data, the financial instrument is initially recog-
nized at the transaction price. The fransaction price may differ
from the fair value cbtzined using a valuation technigue where
any such difference is deferred and not initially recognized in the
income statement. These day-1 profit or loss resenves are reflacted,
where appropriate, as valuation adjustments.

The table below summarizes the changes in deferred day-1
profit or loss reserves during the respective period. Amounts
deferred are released and gains or losses are recorded im Met trad-
ing income when pricing of equivalent products or the underhy-
ing parameters become observable or when the transaction =
closed out

For the year ended
CHF milfion 31218 ETRERT] ETRERE]
Balance at the beginning of the year 480 425 74
Profit{floes) deferred oo new ansadione - 34 a4
(Prefilli I recogrized in Se income stalesent ) {34 (8]
Fareign cervency translation £} L {39
Balance at the end of the year 471 420 &5

B851
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

Mote 24 Fair value measurement (continued)

Own credit adjustments on finandial liabilities designated

at fair value

In additicn to considering the valuation of the derivative risk com-
porent, the valuation of fair value cption liabilities also requires
consideration of the funded component and specifically the cwn
credit component of fair value. Own credit risk is reflected in the
valuation of our fair value option liabilities where this component
is considered relevant for valuation purpases by cur counterpar-
ties and other market participants. On the other hand, own credit
risk = mot reflected in the valuation of our liabdities that are fully
collateralized or for other obligations for which it is established
market practice not o include an own credit component.

In 2015, UBS AG made enhancements to the valuation method-
ology for the own credit component of fair value of financial liabil-
ities designated at fair value. Pricr fo the fourth quarter of 2015,
own credit was estimated using a funds transfer pricing curve (FTP),
which was derived by discounting UBS Group AG {consolidated)
newy issuance senior debt curve spreads, with the discount primarily
reflacting the differences between the spreads in the senior unse-
cured debt market for UBS Group AG (consolidated) debt and the
levels at which UBS Group AG {consclidated) medium-term notes
{MTN) were msued. A decline in bong-dated UBS Group AG lcon-
sobdated) MTH issuance wolumes, following UBS Group AG's lcon-
sobidated) business transformation, resulted in a reduction in the
observable market data available to benchmark the FTR. From the

Crwn credit adjustrments on finandal labilities designated at Fair value
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fourth guarter of 2015 onwards, own credit is estimated using an
own credit adjusiment curve {OCA), which incorporates maore
observable market data, including market-observed secondary
prices for UBS Group AG (consolidated) senior debt, UBS Group AG
(consobdated) credit default swap (CDS) spreads and senior debt
curves of peers. This change in accounting estimate was finalized in
the fourth guarter of 2015, following a multi-pericd implementa-
tion project to develop an enhanced fair value approach supported
by related infrastructure enhancements. The change was imple-
mented on a prospective basis in the fourth quarter of 2015 and
resulted in a gain of CHF 280 million on a total carrying amount of
CHF 63 billion in financial liabilites designated at fair value.

OCA is generally a Leval 2 pricing input. However, cartain 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 liabil-
ities designated at fair value {predominantly issued struchured
products) are summarized in the table below.

Life-to-date amounts reflect the cumulative change since initial
recagnition. The change in own credit for the period consists of
changes in fair value that are attributable to the change in UBS
AG's credit spreads, as well as the effect of dhanges in fair values
attributable to factors other than credit spreads, such as redemp-
tiors, effects from time decay and changes in interest and other
miarket rates.

A of or for the pear ended
CHF milfion 311218 EINFAL) 3.12.13
Gain/[loss) fior the year eaded L] v k%]
- to-dirte: gain/ floss] 187 (302} 15T
B52
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Mote 24 Fair value measurement (continued)

Credit valuation adjustments

In order to measure the fair value of OTC dermative instruments,
induding funded derivative instruments which are clzssified a5
Financial assets designated at fair value, credit valuation adjust-
menis [CWVA) are necessary to reflect the cradit risk of the coun-
terparty inherent in these instruments. This amount represents
the estimated fair value of protection required o hedge the
counterparty credit risk of such instruments. A CVA is deter-
mined for each counterparty. considering all exposures to that
counterparty, and is dependent on the expected future value of
exposures, default probabilities and recovery rates, applicable
collateral or netting arrangements, break clauses and other con-
tractual factors.

Furding valuation adjustments

Fumding valuation adjustments (FA) reflect the costs and benefits
of funding associated with uncollaterslized and partially collater
alized derivative receivables and payables and are calculated as
the waluation impact from moving the discounting of the uncol-
laterslized dervative cash flows from LIBOR to OCA using the
CWA framework.

In the fourth quarter of 2015, as mentioned above, LIBS AG
replaced the FTP curve with the OCA curve for purposes of valu-
ing its liabilities carriad at fair value. As applied to the PVA assod-
ated with uncollateralized and partially collateralized derivative
payables, the change resulted in a charge to the income state-
mert of CHIF 40 millicn.

An P4 is also applied to collateralized derivative assets in
cases where the collateral cannot be sold or repledged.

Valuation adjustments on financial instruments
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Debit valuation adjustments

A debit valuation adjustment (DWA) s estimated to incorporate
own credit in the valuation of derivatives, effectively consistent
with the WA framework. DVA is determined for each counter-
party. considering all exposures with that courterparty and taking
into acoownt collateral netting agreements, expected future mark-
to-market movements and UBS AGs cedit default spreads. Upon
the implementation of P¥A in the second half of 2014, UBS AG
reversed DVA to the extent it overlapped with PUa

Other valuation adjustments

Instruments that are measured as part of 2 portfolic of combined
long and short positions are valued at mid-market levels to ensure
consistent valuation of the long and short component risks. A
liquidity valuation adjustment is then made to the overall net long
or short exposure to move the fair value fo bid or offer as appro-
priate, reflecting current levels of market liquidity. The bid-offer
spreads used in the cabculation of this valuation adjustment are
obtaimed from market transactions and other relevant sources
and are updated periodically.

Uncertainties assodated with the use of model-based valua-
tions are incorporated into the measurement of fair valwe through
the use of modsal reserves. Thess reserves reflect the amouwnts that
UBS AG estimates showld be deducted from valuations produced
directly by models to incorporate uncertainties im the relevant
modeling asumptions, in the model and market inputs used, or
in the calibration of the model cutput to adjust for known model
defidencies. In arriving at these estimates, UBS AG considers a
range of markst practices, including how it believes market par-
ticiparts would assess these uncertsinties. Model reserves are
reassessed periodically in light of data from market transactions,
Consensus pricing services and other relevart sources.

Mgl
Lt fo-dimde gain /flazx), CHF hilion LINFRL] a4
Credit valuation athmis‘ L3y [ ]
Funding walustion ad)ustments (L0 ]] (R }]
Debit valuation adjustments 0.0 (al ]
Orther walustion adjustments (LE:}] oS
o whizh: FguidRy 0.5 g
e witich: model snoerisindy [ .47

1 Amarms do R0t inchide resenves agains: defaubed coumepaties.
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

Mote 24 Fair value measurement {continued)

&) Fair value measurements and dassification within the fair value hierarchy

The fair value hierarchy classification of financial and non-finan-  lisbilities measured at fair value, the valustion techniques, whers
cial assets and liabilities measuwred =t fair value is summarized in applicable, used in messuring their fair value, and the faciors
the table below: The narrative that follows describes the signifi-  determining their cdlassification within the fair value hierarchy
cant valuation inputs and assumptions for each dlass of assets and

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

311218 30214
CHF biion Level 1 Level 2 Lewel 3 Total Lewed 1 Lewed 2 Lewed 3 Ttal
Assts measured at fair value on a recurring basis
Finamial zsets hedd for trading’ 964 149 21 120.4 101.7 n2 15 1324
of which:
Goverment Billr/ bands 129 F1] n 62 [T a7 o 126
Conporate bands and municizal bovds, innitding bonds
zsued by firancial inmtifutions : o2 &1 a7 e 0F 10 L4 129
loans : o0 18 o 28 oo 23 L (¥
Mvestment fund units : &1 Lr a2 e &r ¥ o 134
Asrat-bached secuities : o0 1.0 o 12 oo 15 o 21
Fquity fnstruments : 824 1.5 a1 B0 fas 0g of LY
Fnancisl azsets for unk-fnked inveriment comterets 148 or ot 1585 168 0s at 174
Foeilive: replacement walzes 05 164.0 19 1674 10 5186 44 570
of which: .
interest e contacts o0 744 a1 M5 a0 1214 ¥ 1287
Cordit dervative contrects a0 54 1¥ £r a0 aE LT 15
Farmign exchange contrats 03 &9 0% 657 ar a7 o 24
Fquity finden contracts a0 154 1.0 188 a0 177 14 15
Commadity comtects o0 14 o0 4 a0 T g 1E
Financial asses designated 2t fair value 0z 23 13 58 ol 039 15 45
ot which: i ;
Lans finciusing structured! inans) _ a0 232 Ly 40 a0 08 1.0 L7
i o0 o0 15 16 a0 o1 24 15
dther - 0z o0 &t [T ar 00 o [T
Finencial imvessments avaiabie-fo-sale M2 77 07 625 127 FEL 06 512
of which:
Govemmant btk /Borde i 20 o mr ;e 1L LT 13}
Cormarte bonds and menicisl bondy, inciding bonds
inune! by finsnoi institutions 20 222 o0 2 22 16.9 o0 181
imvestmant fued vits - 00 of af [+ a0 i oy 0e
Ase-burched socarities - oo 14 o0 14 o a0 T 40
Fiquity mstnaments (R o0 0% o 6z ar 4 ar
MNos-fnascial assets
Procines metas a=d other physical commed $es 17 a0 o 17 58 [ 0 58
Astets measured at Eair vabue on @ pon-recurring basis
Other azats? - 0y 0.1 0.1 04 00 0l 0l 0z
Tatal assets measured at fair value 1352 2160 9.0 360.3 141.4 W35 122 a571
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Mote 24 Fair value measurement {continued)
Determination of fair vabues from guoted market prices or valuation techniques’ (continued)
31215 4214

CHF bilfon Livel 1 Level 2 Lewel 3 Todal Lerwed 1 Lewed 2 Lewed 3 Tota
Liabiithes measwred at fair value on & recuring m_
Trading particlic Rabiltes 255 35 .2 2.1 pk] 19 ol R0

o witiohr : .

droverament Billbonds : (1] ox o L ) 12 (1] B2

ixxued by fivancin! intitutions [T 24 o 5 &r 24 or Fi]

inwestment fund units oy or o oF L or (1] 1.2

Acrai-bached raowiies y o il o oo o0 oo g oy

Egenty instraments 188 [ F il 1 157 or (1] 159
Memite replacemest valms (1] 1588 i1 1624 1.1 M1 50 2541

o wiichr

intovest s comtacts oo &r2 oy (143 L ne Lo 1179

Credit dacirative contacis [T 54 e &r [ 1] g Ly nr

Fansign axchange confracts or £ [ F] ars ar M e

Eqenity findiex confracts [T mr 1.4 M2 [ 1] g 24 2%

Commodity comtmcis oo 32 L] 1 00 L L ¥
Financial Fabilities designated at fair walue o0 52.3 10.7 &30 00 3.4 19 733

o which:

Worstructuwed foed-mte bonds y L 1.5 Fa 41 & = L 45

Sarurfuved dabt st e a0 457 a“r LF2 ad JiE | &1e

Structwed over-the-counier debdt nstrumets y L 4.7 [T ] 55 & ar Li i7

L i repurchase ag a0 ox oE or ad ar e 2

oo commiments avd guammines N L ar [ (4 & ar &g or
Other liabilities — amounts due under unitfisked imsestment
contrcs 1] 157 oo 18.7 00 176 (il 176

]

Liabilities messured ﬂﬂmmamm_m: . . . . g
Other iabiities” LR 0.z o0 0.2 (L] 0.0 (11 g 3 =
Total llabiities measured af fair value 1 230.3 14.1 1705 250 110 170 ITED i =
1 Eftaicaied embecded Servatives a pesenied on The same balanee sheet (e 2 Deir hogt cornads and are excudes from he obie As of 31 bser 3015, reet i ievded desaies labiities beid af E E
fair valse, iotaling CHF 0.1 bifion (of which C5F 0.1 billion weee nes Level 2 amsets and CHF 0.2 billion net sl 7 lazdities) weee secognized o the bakynce sheet within Debt lsseed. As of 31 December 2014, met 'ﬂ =
[Silerered ervbesoed Serhvative abiies teld tﬂrﬂhﬂqﬂflﬂ biion jof saich CHF 03 bilkonwere it Level  ames and CHE 03 billon ne Level 2 Habiites) wese reoga e o thes badaoe shesat withie

Dot ksusd. - Flnancial assets beld for tiading da nos Indese predoes metaks and otaer physical commodiies. 3 Other assets and oxaer Babites primarlyy consist of assers heis for sake a5 well 2 amrt ard Landl
s ol 3 dipsal groap heid fof sale, wi ich 2w measused at the iowes of 1heir ret cuTying amount o tair wilse e coes oo sel Srle t Riooe 32 for mose ITkosmation on The dispomil grep beld for sie
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

Mote 24 Fair value measurement (continued)

Financial assets and liabilities held for trading, finandal assets
designated at fair value and finandal investments dassified as
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 tradad in active markets and prices can
be abtained directly from these markets, resulting in dassification
as Level 1, while the remaining positions are dlassified as Level 2.
Instruments that cannot be priced directly using active markst
data are valued using discounted cash flow valuation techniques
that incorporate market data for similar government instruments
converted into yisld curves. These yield curves are used to project
futwre index levels, and to discount expected future cash flows.
The main inputs to valuation technigues for these instruments are
bord prices and inputs to estimate the future index levels for
floating or inflation index-linked instruments. Instruments classi-
fied 2= Lavel 3 are limited and are generally classified 2= such due
to the reguirement to extrapolate yield curve inputs cutside the
range of active market trading.

Corporate and municipsl bonds

Corporate bonds indude senior, jumior and subordinated debit
isswed by corporate entities. Municipal bonds are issued by state
and local governments. While most instruments are standard
fixed or floating-rate securities, some may have more complex
coupon or embedded option features. Corporate and munidpal
bonds are generally valued using prices obtained directly from the
market. In cases where no directly comparable price is available,
instruments may be valued using yields derived from other securi-
ties by the same issuer or benchmarked against similar sscurities,
adjusted for seniority, maturity and hiquidity. Instruments that can-
not be priced directly using active market data are valued using
discounted cash flow waluation techniques incorporating the
credit spread of the issuer. which may be derived from other Esu-
ances or CO5 data for the issuer, estimated with reference to
other equivalent issuer price chservations or from credit modeling
techniques. Corporate bonds are typically dassified as Level 2
because, although market data is readily available, there is oftan
insufficient third-party trading transaction data to justify an active
market and corresponding Level 1 dassification. Municipal bords
are generally dassified as Level 1 or Level 2 depending on the
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depth of trading activity behind price sources. Level 3 instruments
have no suitable price available and also cannot be referenced to
other securities issued by the same issuer. Tharefora, these instru-
ments are measured based on price levels for similar issuers
adjustad for relative tenor and issuer quality:

Convertible bonds are generally valued wsing prices obtained
directly from market sources. In cases where no directly compa-
rable price is available, issuances may be priced using @ convert-
ible bond model, which values the embedded equity option and
debt components and discounts these amouwnts using a curve that
incorporates the credit spread of the issuer. Although market data
is readily available, comvertible bonds are typically dlassified 2
Level 2 because there is insufficient thind-party trading transaction
data to justify a Level 1 dassification.

Traded loans and koans designated at fair value

Traded loans and loans designated at fair value are valued directly
using market prices that reflect recent transadtions or guoted
dealer prices where availzble. For illiguid loars where no market
price data are availsble, sitermative valuation techniques are used,
which induwde relative value benchmarking using pricing derived
from daebt instruments in comparable entities or different prod-
ucts in the same entity. The corporate lending partfolio is valued
using either directly observed market prices typically from consen-
sus providers, or by using a cedit default swap valuation tech-
nigue, which requires inputs for credit spreads, credit recovery
rates and interest rates. Even thowgh price data are generally
available for these instruments, corporate loans typically do not
satisfy Level 1 dassification criteria insofar as the price data may
not be directly observable, and morsover the market for these
instruments is not actively traded. Instruments with suitably desp
and liquid price data available will be dasified as Level 2, while
any positions requiring the use of waluation technigues or for
which the price sources have insufficient trading depth are classi-
fied as Level 3. Recently originated commercial real estate |oans
that are dassified as Level 3 are measured using a sscuritization
approach based on rating agency guidelines.

Induded within loans are varicus contingent lending transac-
tiors for which waluations 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 pricng technigue uses waolatility of mortality 2= an input.
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Mote 24 Fair value measurement (continued)

Investment fund units

Imvestment furd units are predominantly exchange-traded, with
readily avzilable quoted prices in liquid markets. Where markst
prices are not availzble, fair value may be measured wsing met
azset values (MAV), taking into account any restrictions imposad
upon redemption. Listed units are dassified as Level 1, provided
there is sufficent trading to justify active market dassfiction,
while other positions are dassified as Level 2. Positions where
MA&Y is not available or which are not redeemsble at the measure-
mient date or in the near future are classified as Level 3.

Aszet-hacked securities: residential mortgage-backed

securities (RAMBS). commerdial mortgage-badked securities
(CAES), other asset-hacked secwities (485} and collateralized
debt ohligations ({CDG)

RMES, CMBS, ABS and CDO are instruments generally issued
through the process of securitization of underying interest-bear-
ing assets. The umderlying collateral for RMBS is residential mart-
gages, for CMBS, commerdial mortgages, for ABS, other assets
such zs credit card, car or student loans and beases, and for CDO,
other securitized positions of RMBS, CMBS or ABS. The market
for these securities is mot active, and therefore a variety of valu-
ation technigues are used to measure fair value. For more liguid
securities, frade data or quoted prices may be cbtained periodi-
cally for the instrument held, and the valuation process will use
this trade and price data, updated for movernents in market lev-
els betwesn the time of trading and the time of valuation. Less
liguid instruments are measured using discounted expected cash
flows incorporating price data for instruments or indices with
similar risk profiles. Expected cash flow estimation involves the
modeling of the expected collateral cash flows using input
assumplions derived from proprietary models, fundamental
analysis and/or market research based on management's guan-
titative and qualitative assessment of current and future eco-
nomic conditions. The expected collateral cash flows estimated
arz then converted into the securities’ projected performance
under such conditions based on the credit enhancement and
subordination terms of the securitization. Expected cash flow
schedules are discounted wsing a rate or discownt margin that
reflects the discount levels required by the market for instru-
mienis with similar risk and liguidity profiles. Inputs to decownted
expected cash flow technigues include asset prepayment rates,
discount margin or discount vields, asset default rates and assst
loss on default severity, which may in turn be estimated wsing
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more fundamental loan and economic drivers such as, but not
limited to, boan-to-value data, house price appreciation, foredo-
sure costs, rental income levels, void periods and employment
rates. RMBS, CMBS and ABS are generally classified as Level 2.
Howsevar, if significant inputs are unobservable. or if market or
fundamental data are not available for instruments ar collateral
with a sufficently similar risk profile to the positions held, they
are dassified as Level 3.

Equity instruments

The misjority of equity securities are actively fraded on public stodk
exchanges where quoted prices are readily and regularly available,
resulting in their dassification as Level 1. Units held in hedge
funds are also dassified 2= equity instruments. Fair value for thess
wnits is measured based on their published WAV taking into
account any restrictions imposed wpon the redemption. Thess
wnits are dassified as Level 2, except for positions where pub-
lished NAY is not available or which are not redeemazble at the
measurement date or in the near future, in which case they are
classified as Level 3.

Unlisted equity holdimgs, induding private equity positions, are
initially marked at their transaction price and are revalued to the
extert relisble evidence of price movements becomes available or
the position & deermed to be impaired.

Financial assets underying unit-linked investrment contracts
Unit-linked investment contracts allow investors to invest in a
poal of assets through issued investment units. The wnit holders
are exposed to all risks and rewards assodiated with the reference
asset pool. Assets held under unit-inked imvestment confracts are
presented as Trading portfolio assets. The majority of assets are
listed on exchanges and are dassified as Level 1 if actively tradad,
or Level 2 if trading is not active. However, instruments for which
pprices are not readily available are dassified as Level 3.

Structured (reverse) repurchase agreements

Structured {reverss) repurchase agreements designated at fair
value are measured using discounted expected cash flow tech-
nigues. The discount rate applied 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 purposes
cannot be observed in the market. As a result, these positions are
mistly classified as Level 3.
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Mote 24 Fair value measurement (continued)

Replacement values

The curves used for discounting expected cash flows in the valua-
ticn of collateralized derivatives reflact the funding terms assod-
ated with the relevant collateral arrangement for the instrument
being valued. These collateral arrangements differ across counter-
parties with respect to the eligible currency and interest terms of
the collateral. The majority of collateralized derivatives are mes-
sured using a discount curve that is based on funding rates derived
from owvernight interest in the cheapest eligible currency for the
respective counterparty collateral agreement.

Uncollateralized and partially collateralized derivatives are dis-
counted using the LIBOR (or equivalent) curve for the currency of
the instrument. As described in Mote 24d, the fair value of uncol-
lateralized and partially collateralized derivatives is then adjusted
by Wi, DVA and PUA a5 applicable, to reflect an estimation of
the impact of counterparty credit risk, UBS AGs own credit risk
and funding costs and benefits.

[nterest rate cantracts

Interest rate swap confracts include intersst rate swaps, basis
SWEDS, Cross-Curmency 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-
prigte funding rate for the position being measured. The yield
curves used to estimate future index levels and discount rates are
generated using market standard yield curve models wsing inter-
est rates associated with current market activity. The key inputs to
the models are interest rate swap rates, FRA rates, shori-term
interest rate futures prices, basis swap spreads and inflaticn swap
rates. In most cases, the standard market contracts that form the
inputs for yield curve models are traded in active and cbeervable
markets, resulting in the majority of these financial instruments
being dassified as Level 2.

Interest rate opfion contracts indude caps and floors, swap-
tions, swaps with complex payoff profiles and other mare com-
plex interest rate options. These contracts are valued using various
miarket standard option models, using inputs that indude interest

EDINETOOOO

00000000000 0O(E05852)

rate vield curves, inflation ourves, volatilities and correlations. The
volatility and comrelation inputs within the models are implied
from market data based on market obsarved prices for standard
option instruments trading within the market. Option modeks
used to value more exotic products have a number of modsl
parameter inputs that require calibration to enzble the exotic
meodel to price standard option instruments to the price levels
observed in the market. Althowgh these inputs cannot be directly
observed, they are generally treated as Level 2, as the calibration
jprocess enables the model cutput to be validated to active markst
levels. Models calibrated in this way are then used to revalus the
portfolio of both standard options 2= well as more exctic prod-
ucts. In most cases, there are active and cbservable markets for
the standard market instruments that form the inputs for yield
curve models as well as the finandal instruments from whidh vola-
tility and correlation inputs are derived, resulting in the magority of
thess products being classified as Level 2. Within interest rate
option contracts, exolic options for which appropriate volatility or
comelation input levels cannot be implied from cbsenable market
data are dassified as Level 3. These options are valued using vola-
tility and correlation levels derived from naon-market sources,

Interest rate swap and option contracts are dassified as Level 3
when the maturity of the contract exceeds the term for which
stamdard market guotes are observable for a significant input
parameter. Such positions are valued by extrapolation from the
last observable point using standard assumptions or by reference
to amcother observable comparable input parameter to represent a
suitable proey for that portion of the term.

Balance guararteed swaps (BGS) are interest rate or currency
swaps that have a notional schedule based on & securitization
wehide, requiring the valuation to incorporate an adjustiment for
the unknown fubure variability of the notional schedule. Inputs to
value BGS are those used to value the standard market risk on the
swap and those wsed to estimate the notional schedule of the
underlying securitization pool {i.e., prepayment, default and inter-
est rates). BG5S are classified as Level 3, as the cormelation between
unscheduled notional changes and the underying market risk of
the BGS does not have an active market and canmot be cbserved.
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Mote 24 Fair value measurement (continued)

Credit derivative contracts
Credit derivative confracts based on a single credit name include
credit default swaps (CDS) based on corporate and soversign
single names, C0S on loans and certain total return swaps (TRS).
These contracts are valued by estimating future default probabili-
ties wsing industry standard models based om market credit
spreads, upfront pridng points and implied recovery rates. These
default and recovery assumptions are used to generate future
expected cash flows that are then discounted wsing market stan-
dard discounted cash flow models and a discount rate that reflects
the appropriate funding rate for that portion of the portfolio. TRS
and certzin single-name (DS condracts for which a derivative-
based credit spread is not directly available are valued using 2
credit spread derived from the price of the cash bond that is ref-
erenced in the cedit derivative, adjusted for any funding differ-
ences between the cash and synthetic product. Loan CDS for
which a credit spread cannot be ohserved directly may be valued,
where possible, using the corporate debt curve for the entity,
adjusted for differences between loan and debt default defini-
tiors and recovery rate assumptions. Inputs to the valuation mod-
els used to value single-name and loan €05 indude single-name
credit spreads and upfront priding points, recovery rates and fund-
ing curves. In addition, corporate bond prices are used as inputs
to the valuation model for TRS and certain single-name o loan
D% as described. Many single-name credit default swaps are
dassified as Level 2 because the credit spreads and recovery rates
used o value these contracts are actively traded and chservable
market data are available. Where the undeslying reference name
is mot actively traded, these contracts are dlassified as Level 3.
Credit derivative contracts based on a portfobo of cedit names
indude credit default swaps on a cedit index, credit default swaps
based on a bespoke portfolio or firsst to default swaps (FTD). The
valuation of these contracts is similar to that described above for
single-name CDS and includes an estimation of future default
probabifities using industry standard modelks based on market
credit spreads, upfront pricing points and implied recovery rates.
These default and recovery assumptions are used to generate
future expected cash flows that are then discounted using market
standard discounted cash flow miodels based on an estimation of
the funding rate for that portion of the porifolio. Tranche products
and FTD are valued wsing industry standard models that, in addi-
tion to default and recovery assumptions as above, incorporate
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implied comelations to be applied to the credits within the portfo-
o in order to apportion the expected credit loss ata porifolio level
across the different tranches or names within the overall structure.
These comelation assumptions are derived from prices of actively
traded index tranchas or other FTD baskets. Inputs to the vakluation
models used for all portfolio credit default swaps include single-
name or index credit spreads and upfront pricing points, recovery
rates and funding curves. In addition, models used for tranche and
FTD products have implied credit cormrelations as inputs. Credit
derivative contracts based on a portfolio of credit names are clas-
sified as Level 2 when credit spreads and recovery rates are deter-
mined from actively traded obsarvable market data, and when the
correlation data used fo walue bespoke and index tranches are
based on actively traded index tranche instruments. These correla-
tion data undergo a mapping process that takes into account both
the relative tranche attachment/detachment points in the overall
capital structure of the portfolic and portfolio composition. Whese
the mapping process requires exirapolation beyond the range of
available and active market data, the postion is dasified as
Level 3. This relates 4o a small number of mndex and all bespoks
tranche contracts. FTD are classified as Level 3 as the comelations
between specific names in the FTD portfolic are not actively
traded. Also dassified as Level 3 are several clder cradit index posi-
tions, referred to as off-the-run indices, dus to the lack of any
active market for the index credit spread.

Credit dervative contracts on securitized products have an
underlying reference asset that & a securitized product (RWBS,
CMES, ABS or CDO) and indlude credit default swaps and certain
TRS. These cedit default swaps {typically referred to = pay-a=-
you-go (PAYE) CO5) and TRS are valued using a similar valuation
technique to the wunderlying security (by reference to equivalent
securities trading in the market, or through cash flow estimation
and discourted cash flow techniques as described in the Asset-
backed securities section abowve), with an adjustment made to
reflect the funding differences between cash and synthetic form.
Inputs to the PAYG CDS and TRS are those used to value the
underlying security (prepayment rates, default rates, loss severity,
discownt margin/rate and other inputs) and those used o capture
the funding basis differential between cash and synthetic form.
The classification of PAYG CDS and these TRS follow the charac-
teristics of the underlying security and are tharefore 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 sounces. As the markets for both X spot and FX
forward pricing points are both actively traded and cbservable, 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,
options with averaging features, options with discontinuous pay-
off characteristics and opfions on a number of underlying FX
rates. OTC FX option confracts are valued using market standard
option valuation models. The models used for shorter-dated
options (i.e., maturities of five years or less) tend to be different
than those wsed for longer-dated options because the models
needed for longer-dated OTC FX contracts require additional con-
sideration 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 vola-
tilities and ooerelations. The inputs for volatility and comrelation are
implied 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 classified as Level 2. OTC FX
opton contracts dlassified as Level 3 indude long-dated FX exoic
option contracts for which there is no active market from whidh
to derive volatility or correlation inputs. The inputs used to value
these OTC FX opfion contracts are caloulated using consensus
pricing services without an underlying prindpal market, historical
asset prices or by exirapolation.

Cross-currency balance guaranteed swaps are dassified as for-
eign exchange contracts. Details of the fair value dassification can
be fourd under the interest rate contracts section above.

Equity/index contracts

Equity/index comtracts incdude eguity forward contracks and
equity option confracts. Equity forward confracts have a single
stock or index underlying and are valued using market standard
models. The key inputs to the models are stodk prices, estimatad
dividend rates and aquity funding rates {which are implisd from
prices of formard contracts chserved in the market). Estimated
cash flows are then discounted using market standard discountad
cash flow models using a rate that reflects the appropriate fund-
ing rate for that portion of the portfolic. As inputs are derived
maostly from standard market confracts fraded in active and
observable markets, a significant proportion of equity forward
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contracts are classified as Level 2. Positions dlassified as Level 3
have no market data available for the instrument maturity and are
valued by some form of extrapolation of availsble data, use of
historical dvidend data, or use of data for a related equity.

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 features indwding option contracts
with multiple or continuous exencise dates, option contracts for
which the payoff is based on the relative or average performance
of components of a basket, option confracts with discortinuows
payotf profiles, path-dependent options and option contracts
with a payoff calculated directly upon equity features other than
price {i.e., dividend rates, volatility or comelation). Equity option
contracts are valuwed using market standard models that estimate
the equity forward level as described above for equity forward
contracks and inconporate inputs for stock volatility and for cor-
relation between stocks within a basket. The probability-weighted
expected opiion payoff generated is then discourted using mar-
ket standard discounted cash flow models using 2 rate that
reflects the appropriate funding rate for that portion of the part-
folio. Positicns for which inputs are derived from standard mar-
kat 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 awailsble data, historical divi-
dend, comrelation or volatility data, or the equivalent data for a
related equity.

Commodity denative contracts

Commodity derivative contracts includs forward, swap and option
contracts an individual commedities and on commodity indices.
Commodity forward and swap contracts are measured using mar-
ket standard models that use market forward levels on standard
instruments. Commodity opfion contracts are measured using
market standard option models that estimate the commodity for-
ward level as described above for commodity forward and swap
contracts, incorporating inputs for the volatility of the underlying
index or commodity. The option model produces a probability-
weighted expected option payoff that is then diecounted using
miarket standard discounted cash flow models using a rate that
reflects the appropriate funding rate for that portion of the port-
folio. For commodity options on baskets of commeodities or
bbespoke 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 adive forward and wolatility
market data are availzble.
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Mote 24 Fair value measurement (continued)
Financial liabilities designated at fair value

Structured and OTC debt instruments ssusd

Structured debt instruments issued are comprised of medium-
term notes (MTHs), which are held at fair walue under the fair
value option. These MThs are tailored specifically to the haolder’s
risk or investment appetite with structured coupons or payofis.
The risk management and the valuation approaches for these
MTHs are dosely aligned to the equivalent derivatives business
and the underlying risk, and the valuation techniques used for this
component are the same as the relevant waluation techniques
described above. For example, equity-linked notes should be ref-
erenced to equity/index contracts and aedit-linked notes should
be referenced to credit derivative contacts.
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Other lishilities —amounts due under unit-linked

investrnent contracts

Unit-linked imvestment contracts allow investors to invest in a
poal of assets through issued imvesiment units. The unit holders
are exposed to all risks and rewards associzted with the refer-
ence asset pool. The finandal lisbility represents the amounts
due to unit holders and is equal to the fair value of the reference
asset pool. The fair values of investment confract liabilities are
determined by reference to the fair value of the cormesponding
assets. The liabilities themselves are not actively traded, but are
mainly referenced toinstruments that are and are therefore das-
sified as Level 2.

1) Transfers between Level 1 and Level 2 in the fair value hierarchy

The amounts provided below reflect transfers between Level 1
and Level 2 for instruments that were held for the entire reporting
pericd.

Assets totaling approximately CHE 06 billion, which were
mainly comprized of finandal investrments classified as available-
for-sale, primarily corporate and municipal bonds, and finandal
assets held for trading, were transferred from Level 2 to Level 1
during 2015, generally due to increzsed levels of trading activity
observed within the market. Trarsfers of finandal lishilities from
Level 2 toLevel 1 during 2015 were not significant.

Aszats totaling approximatsly CHF 0.8 killion, which were
miginly comprised of finandal assets held for trading, primarily
equity instruments and government bills/bonds, and finandal
investments classified a5 available-for-sale, mainly corparate and
miunicipal bonds, were transferrad from Level 1 to Level 2 during
2015, generally due to diminished levels of trading activity
observed within the market. Transfers of finandal liabiities from
Level 1 to Level 2 during 2015 were not significant.
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Mote 24 Fair value measurement (continued)
g) Movements of Level 3 instruments

Significant changes in Level 3 instruments

The table on the following peges presents additional information
about Level 3 amets and Ezhilities mezsured at fair value on 2
recurring basis. Level 3 assets and liabilities may be hedged with
instruments dassified a= Level 1 or Level 2 in the fair value hierar-
chy, and, as a result, reslized and unreslized gains and losses
induded in the table may not indude the effect of related hedg-
ing activity. Further, the realized and unrealized gains and |osses
presented within the table are not imited sclely to those arising
from Level 3 inputs, as valuations are generally derived from both
observable and unobsenable parameters.

Assets and kabilities transferred into or out of Level 3 are pre-
sented as if those assets or lizhilities had been transferred at the
beginning of the year.

As of 31 December 2015, finandial instruments measured with
valuation techniques using significant non-market-chservable
inputs (Level 3) were mainly comprised of:

— loans finduding structured loans);

— structured reverse repurchase and securities bomowing agres-
merts;

— credit derivative contracts;

equity/indsx confracts;

— non-structured fixed-rate bonds and

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

Sagnificant movermnents in Level 3 instruments during the year
ended 31 December 2015 were as follows.
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Financial assets held for trading

Financial assets held for trading decreased to CHF 2.1 billion from
CHF 3.5 killion during the year. Issuances of CHF 5.4 billion and
purchases of CHF 0.7 billion, mainky comprised of loans and cor-
porate bonds, respectively, were more than offset by sales of CHF
7.6 billion, also primarily comprised of loans and corporate bonds.
Transters into Level 3 during the year amounted to CHF 0.9 bilkon
and were mainly comprised of equity instruments and investment
fund units due to decreased chsenvahility of the respective equity
wolatility inputs. Transfers out of Level 3 amounted to CHF 0.5 bil-
lion and were primarily comprised of loans, reflecting increased
obsenability of the respective credit spread inputs.

Financial assets designated at fair value
Financial assets designated at fair value decreased to CHF 3.3 bil-
lion from CHF 3.5 billiom during the year, mainky reflecting settle-
ments of CHE 1.3 hillion, parthy offset by ssuances of CHF 0.8
billion. Transfers into and out of Level 3 amounted to CHF 08
billion amd CHF 0.4 billion, respectively.

Financial imestments dassified as available-for-sale

Financial imestments dassified as available-for-sale increased to
CHE 0.7 billion from CHE 0.6 billion during the year, primarily due
to purchases totaling CHF 0.1 billion.
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Mote 24 Fair value measurement (continued)

Pasitive replacement vahues

Pasitive values decreased to CHF 2.9 billion from
CHF 4.4 hillion during the year, primarily due to ssttlements of
CHF 2.9 billion, primarily related to credit derhvative contracts and
equity/indax contracts, partly offsst by issuances totaling CHF 1.7
billion, also primarily related to oedit derivative contracts and
equity/ind=x contracts. Transfers into Level 3, fotsling CHF 0.7
billion, were mainly comprised of interest rate contracs and
equity/index contracts and primarily resulted from changes in the
comrelation between the portfolios held and the representative
miarket partfolio used to independanthy verify market data. Trans-
fers out of Level 3, totaling CHF 0.5 billion, were mainky com-
prised of equity/index contracts and also primarily related fo
changes in the correlation between the porifolio held and the
representative market portfolio wsed to independently verify mar-
ket data.

Megative replacement values

Megative replacement values decreased to CHF 3.3 hillion from
CHF 5.0 billion durimg the year Settlemerts and issuances
amounted to CHF 2.2 billion and CHF 1.0 billion, respectively, and
were primarity comprized of equity/index contracts. Transfers into
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and out of Level 2 both amounted to CHF 0.5 billion, and primar-
ily related to changes in the availability of the respective obsery-
able equity volatility and credit spread inputs.

Financial liabilities designated at fair valus

Financial iakilities designated at fair value decreased o CHF 1007
billion from CHF 11.9 billion during the year. Issuances of CHF 6.1
billion, primarily comprised of struchured debt instruments issued
and structured over-the-counter debt instruments, wers more
than offset by settlements of CHF 6.7 billion, also primarily com-
prised of structured debt instruments issued and structured over-
the-counter debt instruments. Transfers into Level 3, tofaling CHF
1.3 billion, were primarily comprised of equity and credit-linked
structured debt instruments issued, and mainly related to a reduc-
tion in the observable equity volatility inputs and from changes in
the respective credit spreads wsed to determine the fair value of
the embedded options in these structures. Transfers out of Lavel 3,
totalimg CHF 2.2 billion, were also mainly comprised of equity-
and credit-linked structured debt instruments issued, and mainly
related #o changes in the cbservable equity volatility inputs and
from changes in the respective credit spreads 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 gainsflosses incleded in
comprehersive income
of which:
mlated fo
Metinbeest  Level ¥ io-
income, sfrements
Balante  settading bold ot the Foreign
a5 of income  and of the Other com- Trrefers  Tensfos  oumency
31 Decem-  andother  repoting  prebemmive inio outof fsans-
CHF hilion ber 7013 inoome poiod  inmme Fuschases fales  bmece  Sefflempei Lewed 3 Lerae] 2 lation
Ananclal aszets held for trading 4.3 (1.8 o 14 6.5} 52 L] 1.0 {0.5) 0.1
cfwhich:
bondy, including bonds issued by
Fnencial insfindions _ L7 (0] i _ L] na a0 o ol [ atl
Loass . Lo 1.4 ML . a2 M1 LE ag ar o al
Assel-backed secwiies _ Lo e o _ al o7 ae o s (L] e
Oor ) og 0.1 g ) a2 fos 1] ag ar oa ag
Anancial assets designated
at fair value 44 0.8 o L] 0.0 13 (1.2) 0.0 {0.5) 0.2
e which:
Loans fincluding swolwed lnms) LT 0.5 oy ap g (1] 0.y [} oy ag
Snrrtured reverse repuwchase and
spcvities Boveing agreaments xf (R [ ag g ar f1.c9 <1} o al
Ot o2 ag [ ag g ag ag o (1] ag
Ainancial investments
avallable-for-sale 0.8 0.0 o (1] o1 [LE] L L] 0.0 00 oo
Postthvee replacement valses 55 i1 o 0.0 a0 28 (5.1) 1.1 (0.5) (0.2)
Credlit dariative confracts o ox fLE _ ag &g 11 (LF] af [ ] al
Foreign exchenge contracts g al ar _ an o ai 0.3 o o (]
Eguity findex contracts L2 08 ol _ ag &g 132 .y o [ &) ag
Ol [ ag ar _ ag o a2 .4 oy o ag
Hegative replacement walses 44 0.7 ] o0 0.0 25 (a7 14 {0.5) 0.2
Credlit dariative confracts _ i al . _ ag &g 1.2 (k] e [ ] ax
Foreign eschenge condacts _ [ o g _ ae o a0 o on o ag
Equity findex contracts _ L5 o4 g _ ag &g 1.5 .y o o ag
Olov _ [ a2 o _ ap o a0 0.1 ar o .1
Anancial liabilities designated
at fair value 121 0% 1.x L 0.0 T4 (7.4 20 {33 0.5
cfwhich: ) ) ) ) )
Nos-strectured fved-rate bovds L o4 L ae oo 12 .4 ad o atl
Stnztured defif stroments fmved e L] g ag &g a7 (¥ L &8 o4
Srctured over-dhe-cowster debd
instruments 8 4] e ag g 14 ({K"] od [ ] ag
Strrctured repurchene agreements L2 0.5 [ ag (. (1] 0.4 <1 (.1 ag

1 Total Lewel 3 amets 25 of 31 Decemiber 2015 wese CHF 9.0 billion (31 December 3004; CHF 122 bilion]. Total Lewed 3 labiles a5 of 31 Decermber 2015 weee CHF 14,1 Billon (31 December 3014 CHF 17,0 billan).
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

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

The table on the following pages presents the assets and liabilties
recognized at fair value and classified as Level 3, together with the
valuation techniques wsad to measure fair value, the significant
inputs used in the valuation technique that are considered unob-
servable and a range of values for those unobsenable inputs.
The range of values represents the highest and lowest level
input used in the valuation techniques. Therefore, the range
does not reflect the level of uncertainty regarding a particular
input, but rather the different underlying characteristics of the
relevant assets and liabilities. The ranges will therefore vary from
period to period and parameter to parameter based on charac-
teristics of the instruments held at each balance shestdate. Fur-
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ther, the ramges of uncbservable inputs may differ across other
finamcial institutions due to the diversity of the products in each
firmi's invantory.

Significart unchservable inputs in Level 3 positions

This section discusses the significant uncbservable inputs iderti-
fied in the table om the following pages and assesses the potential
effect that a change in each uncbservable input in isolation may
have on a fair value measurement, induding information to facili-
tate an understanding of factors that give rise o the input ranges
shown. Relationships between cbservable and wnobssriable
inputs hawve not been induded in the summary below.

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

Fair walue Bange of inputs
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Mote 24 Fair value measurement (continued)
Valuation techniques and inputs used in the fair value measirement of Level 3 sssets and lisbilities [eomtinued)
Fair value Range of inputs
hssets Liabidities significant mizis A2
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Notes to the UBS AG consolidated financial statements

Mote 24 Fair value measurement (continued)

Bond price eguivalent Where market prices are not available for
a bord, fair value is messured by comparison with coservable
pricing data from similar instruments. Factors considered when
selecting comparable imstruments include 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 points of the nominal, where 100
represents a fair value equal fo the nominal value {i.e., par).

For corporate and municipal bonds, the range of 0-134 points
represents the range of prices from reference issuances wsed in
determining fair value. Bonds priced at O are distresssd to the
point that no recovery is expected, while prices significantly in
excess of 100 or par relate to inflationdinked or structured Esu-
ances that pay a coupon in excess of the market benchmark as of
the measurement date. The weighted average price & approw-
mately 94 points, with a2 majority of positions concentrated
around this price.

For asset-backed securities, the bond price range of 1-92
poirts represents the range of prices for reference sacurities usad
in determining fair value. An instrument priced at 0 is not expected
to pay any prindpal or irterest, while an instrumeant priced dose
to 100 points is expected o be repaid in full a5 well as pay a yield
dlose to the market vield. The weighted average price for Level 3
assets within this portion of the Level 3 portfolio is 72 points.

For credit derivatives, the bond price range of 0-104 points
represents the range of prices used for reference instruments that
are typically conwerted fo an equivalent yield or credit spread as
part of the valuation process. The range is comparable to that for
corporate and asset-badked issuances described above.

Lean price eguivalent: Where market prices are not available for 2
traded boan, fair value is measured by comparison with cbservable
pricing data for similar instruments. Factors corsidered when
selecting comparable instruments indude industry segment, col-
lateral quality, maturity and ssuer-specific covenants. Fair value
may be measured either by a direct price comparison or by con-
version of an instrument price into a yield. The range of 55100
poirts represents the range of prices derived from reference Esu-
ances of a similar credit quality used in measuring fair value for
loans classified as Level 3. Loans priced at O are distressed to the
paint that no recovery is expected, while a current price of 100
represents a loan that is expected to be repaid in full. The weightad
average is approximately 93 points.
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Creclt spread: Vialuation modeals for many credit derivatives require
an input for the credit spread, which is a reflection of the credit
quality of the associated referenced underlying. The credit spread
of a particular security is guoted in relation to the yield on a
benchimark security or reference rate, typically sither US Treasury
or LIBOR, and & generally expressed in terms of basis points. An
inoease/{decrease) in credit spread will increase/{dedrease) the
value of credit protecticn offered by CDS and other credit deriva-
tive products. The income staternent impact from such changes
depends on the nature and direction of the positions held. Credit
spreads may be negative where the asset is more ceditworthy
than the benchmark against which the spread is calculated. A
wider credit spread represents decreasing creditworthiness. The
ranges of 30-252 basis points in loans and 1-1163 basis points in
credit derivatives represents a diverse sat of underlyings, with the
lower end of the range representing credits of the highest quality
{e.g., approximating the risk of LUBOR) and the upper end of the
range representing greater levels of credit risk.

Constant prepsyment 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 2
historical prepayment rates for repaid and existing loans with
similar characteristics and the future economic cutlock, consider-
ing factors induding, but not limited to, future interest rates. In
general, a sgnificant increase/(decrease) in this unobservable
input in isclation would result in a significantly higher /(lower) fair
value for bonds trading at a discount. For bonds trading at a pre-
mium the reverse would apply, with 2 decrease in fair value when
the constant prepayment rate increases. However, in cartain cases
the effect of a change in prepayment speed on instrument price s
mare complicated and depends on both the precse terms of the
sacuritization and the position of the instrument within the secu-
ritization capital structure.

For asset-backed securities, the range of 0-18% represants
inputs across various classes of asset-backed sscurities. Securities
with an input of 0% typically reflect no current prepayment behay-
ior with respect to the underying collateral, and with no expecta-
tion of this changing in the mmediate future, while the high rangs
of 18% relates to securities that are currently experiencing high
prepayments. Differant classes of amet-backed securities typically
show differant ranges of prepayment characteristics depending on
a combination of factors, including the borrowers” ability to refi-
nance, prevailing refinancing rates, and the quality or characteris-
tics of the underlying loan collateral pools. The weighted average
constant prepayment rate for the portfolio is 5.0%.
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Mote 24 Fair value measurement (continued)

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

For interest rate contracts, the range of 0-3% represents the
prepayment assumptions on securitizations underlying the BGS

.

Constant default rate (COR): 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 an a
numiber of factors, such as collateral delinguency rates in the pocl
and the future economic outlock. In generzl, a significant
increase/ (decrease) in this uncbservable input in isolation would
result in significantly kower/(higher) cash flows for the deal (and
thus bower /{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
CDR increases, but for well protected senior bonds an inceass in
DR may cause an increase in price. In addition, the preserceof 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 range of 0-9% for cedit derivatives represents the
expected default percentage across the individual instruments”
underlying collateral pools.

Loss severitysrecovery rate: The projected loss severitys recovery
rate reflects the estimated boss that will be realized given expected
defaults. Loss severity is generally applied to collateral within
asset-backed securities while the recovery rate is the analogous
pricing imput for corporate or sovereign credits. Recovery is the
reverse of loss severity, 50 2 100% recovery rate is the equivalent
of a 0% loss saverity. Increases in loss saverity bevels/ decreases in
recovery rates will result in lower expectad cash flows into the
structure upon the default of the instruments. In general, a sig-
nificant decrease/(increase) in the loss severity in isclation 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 on whether cradit pro-
tection has been bought or scld.

Loss severity i ultimately driven by the value recoverable from
collateral held after foredlosure ooours relative to the koan pring-
pal and possibly unpaid interest accrued at that point. For credit
derivatives, the loss severity range of 0-100% applies to deriva-
tives on asset-backed securities. The recovery rate range of
(-95% represents a wide range of expected recovery levels on
credit derivative contracts within the Level 3 portfolio.
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Discount margin (DM 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 (2.g9., LIBOR) to discount expected cash flows. Generally, a
decrease/ (increase) in the unobservable imput in solation would
result in a significantly higher/{lower) fair value.

The different ranges represent the different discount rates
across loans (1-14%), asset-backed securities (0-1296) and credit
derivatives (1-72%). The high end of the range relates to securi-
ties that are priced very low within the market relstive to the
expected cash flow schedule. This indicates that the market &=
pridng am increased risk of oredit 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
funding rates on better quality instruments. For asset-backed
securities the weighted average DM s 2.7% and for loans the
average effective DA is 2.4%.

Equity dividlend ields: The derivation of a forward price for an
individual stock or index is important for measuring fair value for
forward or swap contracts and for measuring fair value using
option pridng 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
axtent, the relevant funding rates applicable to the stodk in gues-
tion. Dividend yiekds are generally expressed as an annuakized per-
centage of the share price with the lowest limit 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
determining fair value for instruments that are sensitive to an
equity forward price. The range of 0-57% reflects the expected
range of dividend rates for the portfolic.

Violatility: Volatility measures the variability of future prices for a
particular instrument and is generally expressed as a percentage,
where a higher mumber reflects 3 more wolatile nstrument for
which future price movements are mare lkely to ocour. The mini-
mrurm level of volatility i 0% and thers is no theoretical madmum.
Violatility is a key input into option models, where it is used to
derive a probability-based distribution of future prices for the
underlying instrument. The effect of volatility on individual posi-
tions within the portfolio is driven primarily by whether the option
contract is a long or short position. In most cases, the fair value of
an option increases as a result of an increase in wolatility and =
reduced by a decrease in volatility. Generally, volztility used inthe
measurement of fair value is derived from active market option
prices (referred to as implied wolatility). & key feature of implied
volatility is the wolatility “smile” or “skew.” whidh represents the
effect of priing options of different option strikes at different
implied volatility levels.
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

Mote 24 Fair value measurement (continued)

— Volatility of interest rates — the range of 16-120% reflects the
range of unobservable volatilities across different currencies
and related underlying interest rate lavels. Violatilities of low
interest rates tend to be mudh higher than wolatilities of high
interest rates. In addiion, different currencies may have sig-
nificantly different implied volatilities.

— Wolatility of equity stocks, equity and other indices — the range
of 1-142% reflects the range of underlying stodk volatilities.

Correfation: Comelation measures the inter-relationship between
the movements of two variables. It is expressed as a percentage
between -100% and +100%, where +100% represents perfectly
conrelated variables (meaning a movement of one variable is asso-
diated with a movement of the other variable in the same direc-
tion), and -100% implies the varizbles are inversely comelated

{meaning a movement of one variable is assodated with a move-

mient of the other variable in the cpposite direction). The effect of

comrelation on the measurement of fair value depends on the spe-
cific terms of the instruments being valued, due to the range of
differant payoff features within such instruments.

— Rate-torate correlation — the correlation between interest
rates of two separate curmendies. The range of 84-04% results
from the different pairs of ourrency invobhsed.

— Intra-curve correlstion — the comelation between different
tencr points of the same yield curve. Correlations are typically
fairly high, as reflected by the range of 36-24%.

— Credit index correlzation of 10-85% reflects the implied come-
lation denved 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 first o
default credit structures. The range of 57-54% reflects the dif-
ference between credits with |ow cormelation and similar highly
comelated cradits.

— Rate-to-FX comelation — captures the comelation bebween
interest rates and FX rates. The range for the portfolic is {57
60%, which represents the relationship between interest rates
and forsign exchange levels. The signage on such correlations
depends an the quotation basis of the underlying P rate (=.g.,
ELRSUSD and USD/EUR correlations to the same interest rate
will have opposite signs).

- FX4o-FX comelation & parbicularly important for complex
options that incorporate different FX rates in the projected pay-
off. The range of (FO-80% reflects the underlying characteris-
tics across the main FX pairs to which UBS AG has exposure.

- Equity-to-FX correlation is important for equity options based on
a currency different than the currency of the underlying stock.
The range of (44)—82% reprasents the range of the relationship
between undedlying stock and foreign exchange volatilities.

870
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— Equity-to-equity corelation is partioularly important for com-
plex options that incorporate, in some manner, different equi-
ties in the projected payoff. The doser the comelation is to
100%, the more related one equity is to another. For examgple,
equities with a wery high comelation could be from differsnt
parts of the same corporate structure. The range of 3-99%
reflects this.

Funding spread: Structured financing transactions are valued
using synthetic funding curves that best represent the assets that
are pledged as collateral for the transactions. They are not repre-
sentative of where UBS AG can fund itself on an unsecured basis,
but provide an estimate of where UBS AG can source and deploy
sacured funding with counterparties for a given type of collateral.
The funding spreads are expressed in terms of basis points over or
under LUBOR, and if funding spreads widen this increases the
impact of discounting. The range of 18-183 basis points for both
structured repurchase agreements and structured reverse repur-
chase agreements represents the range of assst funding curves,
whara wider spreads are due to a reduction in liquidity of underhy-
ing collateral for funding purposes.

A small proportion of struchured debt instruments and non-
structured fixed-rate bonds within financial liabilities designated
at fair value had an exposure to funding spraads that was longer
in duration than the actively traded market. Such positions are
within the range of 18-183 basis points reported above.

Upfront price points: These are a component in the price quota-
tion of credit derivative contracts, whereby the overall fair value
price level is split between the credit spread (as described abowe)
and a component that is quoted and setiled upfront on transact-
ing a new contract. This latter component is referred to as upfront
price points and represents the difference between the credit
spread paid as protection premium on a current contract versus a
small numbser of standard contracts defined by the market. Dis-
tressed credit names frequently trade and quote CDS protection
only in upfront points rather than as a running credit spread. An
increasa/(decrease) in upfront paints will increase/{decrease) the
value of credit protection offered by CDS and other credit deriva-
tive products. The effect of increases or decreases in upfront price
points depends an the nature and direction of the positions held.
Upfront price points may be negative where a confract is quoting
for a narrovwer premium than the market standard, but are gener-
ally positive, reflecting an increase in credit premium reguired by
the market as creditworthiness deteriorates. The range of 8-25%
within the table represents the variety of current market credit
spread levels relative to the benchmarks used as a guotation basis.
Upfront paints of 25% represent a distressed credit.
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Mote 24 Fair value measurement (continued)
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i} Sensitivity of fair value measurements to changes in uncbservable input assumptions

The table below summarizes those financizl assets and liabibties
classified as Level 3 for which a change in one or more of the
unchservable inputs to reflect ressonzbly possible zltermative
assumptions would change fair value significanthy, and the esti-
mated effect thereof. As of 31 December 2015, the total favor
able and unfavorable effects of changing one or more of the
unchservable inputs to reflect reasonably possible altemative
assumptions for finandal instruments dassified as Level 3 were
CHF 0.8 billion and CHF 0.6 billion, respectively (31 December
2014: CHF 1.0 billion and CHF 0.8 billion, respectively).

The tzble shown presents the favorsble and unfavorable
effects for each dass of finandial asets and liabilities for whidn
the potential change in fair valus is considered significant. The
sensitivity data presented represent an estimation of waluation
uncertainty based on reasonably posible alternative values for
Level 3 inputs at the balance sheet date and do not represent the
estimiated effect of stress scenarios. Typically, these finandial assets
and liabilities are sensitive to a combination of inputs from Levels
1-3. Although well-defined interdependencies miay exist bebwesn
Levels 1-2 and Level 3 parameters {2.g., betwesn interest rates,
which are generzlly Level 1 or Level 2, and prepayments, which
are generally Level 3, these have not besn incorporated in the
table. Further, direct interrelationships between the Lewel 3
parameters discussed below are not a significant element of the
valuation uncertainty.

Sensitivity of fair value ements to oh

Sersitivity data are estimated using a number of technigues
induding the estimation of price dispersion among different mar-
ket partidpants, variation in modeling approaches and rezson-
ably possible changes to assumptions used within the fair valus
measurement process. The sensitivity ranges are not always sym-
meetrical around the fair values as the inputs used in valuations
are not ahways precisely in the middle of the favorable and unfa-
vorable range.

Sensitivity data are determined at a product or parameter lavel
and then aggregated assuming no diwersification benefit. The cal-
culated sensitivity is applied to both the outright position and any
related Level 3 hedge. The main interdependencies across different
Lewel 3 products to a single unobservable input parameter have
been induded in the basis of netting exposwres within the calcula-
tion. Aggregation without allowing for diversification involes the
simple summation of individual resulis with the total sensitivity,
therefore reprasenting the impact of all unchservable inputs
which, if moved to a rezsonably possible favorable or unfavorabls
level at the same time, would result in a significant change in the
wakuation. Diversification would mcorporate estimated correlations
across different sensitivity results and, as swch, would result in an
overall sensitivity that would be less than the sum of the individual
component sensitivities. UBS AG believes that, while there amre
diversification benefits within the porifolios representing thess
sensitivity numbers, they are not significant to this anakysis.

g iin b able input assumptions
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

Mote 24 Fair value measurement {continued)
i) Financial instruments not measured at fair value
The table balow provides the estimated fair values of finandal instruments not measured at fair value.

Finandal instruments not measured at Fair value

FIRERD] ETRPAT]
Camying
value Fair value value Fair valee
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Do 1o Barks e s s 14 00 % 108 96 0y (it
Cash coliatesal on securities fest T I T I 1] a0 (T 9y C¥] 00 a3 00
Repurchase agre=e=t: T B % I 1 (T o6 1B 118 00 15 0.2
Cash coliateral payshles on derfexdve i T my T w3y oo £ Y T T + ¥ N ¥ 1 on 44 00
[iee fo usio=es © o apzs an2s 00 4028 00 &0 A0 00 alin 00
[ieht Exued Com3 mM4 0 THA B0 813 sda o0 #a5 58
Other liabifities - - X R 1] 21 00 M0 40 00 0 00
Gissraness Loan commii ents
Guarssees’ B TR R ) oo o o) 00 oo 00 )
{an com=itmess O an [T 0.0 (1D an 00 a0 a0 [T an

|ﬂlmﬁﬂlwa of CHF 00 bllion 5 of 31 December 2015 (31 Devember 509& CHF 0ub Gilion]. The estimaied fair sive of geamriees spssenied an aset of CHF 01 bilion
ol 31 Deoember 301531 08 CHF L1
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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 UBS AG's financial instruments not measured at fair
value. Other institutions may use different methods and assump-
tions for their fair value estimation, and therefore such fair value
disclosures cannot necessarly be compared from one finandal
institution to another. The following prindples were applied when
determining fair value estimates for financial instruments not
mieasured at fair value:

— For finandal instruments with remaining maturities greater
than three months, the fair value was determined from quoted
market prices, if availzble.

— Where guoted market prices were not available, the fair values
wers estimated by discounting contractual cash flows using
current market interest rates or appropriate yield ourves for
instruments with similar credit risk and matuity These esti-
mates generally indude adjustments for counterparty credit
risk or UBS AG's own oredit.

- For short-term financial instruments with remaming maturities
of three months or less, the carrying amount, which = net of

EDINETOOOO

00000000000 0O(E05852)

credit loss allowances, is generally considered a reasonable esti-
mate of fair value. The following finandal instruments not mea-
sured at fair value had remaining maturities of three months or
less as of 31 December 2015: 100% of cash and balances with
central banks, 96% of amounts due from banks, 100% of cash
collateral on securities borrowed, 87% of reverse repurchase
agreements, 100% of cash collateral receivables on dervatives,
52% of loans, 88% of amounts due to banks, 87% of cash
collateral on securities lent, 96% of repurchase agreements,
100% of cash collateral payable on derivatives, 96% of amount
due to customers and 18% of debt issued.

— The fair value estimates for repurchase and reverse repurchass
agreements with variable and fixed interest rates, for all matur-
ities, indude the valuation of the interest rate component of
these instruments. Credit and debit valustion adjustments
have not been included in the valuation due to the short-term
nature of these instruments.

— The estimated fair values of off-balance shest finandal instru-
ments are based on market prices for similar fadlities and guar-
antees. Where this information is not available, fair value &
estimated using discounted cash flow analysis.
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

Mote 25 Restricted and transferred financial assets
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This hNote provides information on restricted financial assets (Mote 25a), transfers of finandal assets (Mote 25b and 25c) and finandal
assets which are received as collateral with the right to resell or repledge these assets {Note 25d).

a) Restricted financial assets

Restricted financial assets consist of assets pledged &= collateral
against an existing liability or contingent liability and other assets
that are ctherwize explictly restricted such that they cannot be
used to secure funding.

Finarcial assets are mainky pledged = collateral in securities
lending transactions, in repurchase transactions. against loans
from Swiss mortgage institutions and in connection with the Esu-
ance of covered bonds. UBS AG generally enters into repurchase
and securities lending aramgements under standard market
agreements, with a market-based haircut applied to the collateral,
which results in the assodated liabilities having a carrying value
below the cammying value of the assets. Pledged mortgage loans
serve a5 collateral for existing Rabilities against Swiss central mort-
gage institutions and for exising covered bond issuances of
CHIF 16,727 million & of 31 December 2015 (31 Decemnber 2014:
CHF 21,644 million).

Other restricted financial assets indude assets protected under
client asset segregation rules, assets held by UBS AG'S insurance
entities to back related liabdities to the policy holders, assets held

Restricted financial assets

in certain jurisdictions to comiply with explicit minimum local asset
maintenance requirements and assets held in consclidated bank-
ruptoy remote entities such as certain mvestment funds and other
structured entities. The carrying vakue of the liabilities assodated
with these other restricted financial assets is generally equal to the
carmying value of the assets, with the exception of asssts held to
comply with local asset maintenance requirements for which the
assodated liabiities are greater.

LBS AG and its subsidiaries are generally not subject to signifi-
cant restrictions that would prevent the transfer of dividends and
capital between UBS AG and its subsidiaries. However, certain
regulated subsidiaries are required #o maintain capital andfor
liquidity to comply with local regulations and may be subject to
prudential limitations by requlztors that limit the amount of funds
that they can distribute or otherwise transfer. Mor-regulated sub-
sidiaries are generally not sulject to such requirements and frans-
fer restrictions. However, restrictions can alsa be the result of dif-
ferent legal, regulatory, contractual, entity or country-specific
arrangements and/or requirements.

EHF milfan H.12.18 311214
Ananclal assets pledged as collateral
Trading partiolio st 57024 61,304
o which: assets pledied as collateral which may be sold or replecped By countermantios 51,943 56018
Loarne 24,900 7473
o wihich; morgage losas’ 24,980 7ars
Finazdal imvestimesss aeailable-forsade 12 1.0a8
o which: assets pledied as collateral which may be sold or repledped By countermantios & 2682
Total Financial sssets pledged as collateral’ &1 438 52,144
Other restricted finamcal astets
e fram basks 32058 3,511
Rerverse repurchase agrecments 1,099 1,856
Trading partiolic et 24,308 25,567
Lash oollateral reeivables on derfeative imstusents T.104 6,135
Finasdal isvestimesss aeailable-forsade 502 ]
(Cehesr 480 &Te
Total other restricted financlal sssets 35058 EIR
Total financisl scoets pledged and other retricted financial atsets 119,494 131, 142

1 Thiee plsdged mamgage loars serve & oilreral far Dahities agains Seis: coniral mortgage
illion for 31 ke 3015 31 s 7014 apip CHE LS
ot Inciuds sty placed wii aenimal
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Iestetions and for esisting cosered bosd kaanoes. O these lzare, CF 44
¥ mﬂhud:hnumhhnuh:m—dhnd h #ﬂn“?’nﬁﬂm z/Does
s selzied 20 undawn cood Ines and for paymest, cearing and setilemert perposes (11 Decerrber 2015 C5F 4.92dlar, 31 Cecember 204 CHE 6.1 Hiion:
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Mote 25 Restricted and transferred financial assets (continued)
b) Transferred financial assets that are not derecognized in their entirety

The table below presents information for finandal assets, whidh have been transferred but are subject to continued recognition in full,
as well as recognized lisbilities assocated with those transferred assets.

Transferred finandal assets subject o continued recognition in full
CHE milfon

Trading partfolio st tansfemed which may be wald or epledped by cousterparties
refating fo seomities kending and mpurchie ag in exchange fov cash
relsting to secumities landing agresments i1 eochange for mmities rcaied
relsting fo oifer Fnmcial ascet franslers

Financial isvestments seailable-for-sale tanslemed which may be sald or repledged by

munierpartiss

M.12.1%

Lanrylng vakie of

Carrying walee associated llabilities
of transferred recognized
assells an-balance sheet

£1,943 13,948
13 406 FEAL 13, 566
37097 [ 35 557 (4]

1440 o 1,095 142

AL
Camying valus of
assodiated Fabilities
recogrized
on-kalasce sheet

Canrying value of
trarefermed azels.

55018

B & 2582 2584

Total financial ssets transfered

51,950 13,152 38,680

Transactions in whidh financial assets are transfered, but con-
tinuwe to be recognized in their entirety on UBS AG's balance shest
indude securities lending and repurchase agreements as well as
other financial zsset transfers. Repurchase and securities lending
arrangements are, for the most part, conducted under standard
market agreements, and are undertaken with counterparties sub-
ject to UBS AG's normal credit risk confrol processes.
=+ Refer to Hote 1a ftems 13 and 14 for more information on
repurchase agresments and securities lending agreements

As of 31 Decemnber 2015, approximately a quarter of the trans-
femrad finandal assats wera trading portfolio assets transferred in
exchange 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 genarally applied to the collateral, which results in assod-
ated Babiities having a carrying value below the camying value of
the transferred assets. The counterparties to the associated liabili-
ties presented in the table above have full recowrsa to UBS AG.

In securities lending amrangements entered into in exchanges
for the receipt of other securities as collateral, neither the secu-

rities received mor the obligation to return them are recognized
on UBS AGY balance sheet, s the risks and rewards of cwner-
ship are not transferred to UBS AG. In cases where such finan-
cial assets received are subssquently sold or repledged in
another transaction, this is not considered to be a transfer of
financial assets.

Cther financial asset transfers primarily indwde securities trans-
ferred to collateralize darivative transactions, for which the carmy-
ing walue of associzted liskilities is not provided in the table above
because those replacement values are managed on a portfolic
bbasis acroes counterparties and product types, and therefore is
not a direct relationship bebwesn the specific collateral pledged
and the assodated liablity.

Transferred assets cther than trading portfolic assets and
financial investments available-for-sale which may be sold or
repledged by counterparties were not material as of 31 December
2015 and as of 31 December 2014,

Transterred financial assets that are not subject to derecogni-
tion in full, but which remain on the balance sheet to the extent
of UBS AGs comtinuing imolverment, were not material as of
31 December 2015 and a5 of 31 December 2014,
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MNote 25 Restricted and transferred financial assets (continued)

) Transferred finandal assets that are derecognized in their entirety with continuing involvement

Continuing involvement in a transferred and fully derecognized  or a third party entered into in connection with the transfer. The
financial asset may result from contractusl provisions in the trans-  talble below provides information on UBS AG's continuing involve-

fer agreement or in 2 separate agreement with the counterparty

ment in transferred and fully derecognized finandal assets.

Transferred finandal assets that are derecognized in their entirety with continuing invelvement

CHF milfan nizas
Galniflasz) Galin// {logs) from contlnuing
f.ll'l]"r“ gried at | | L iin &r ferred and
amount of  Fair valoe of the dateof _ dertcognized fimancial assets
Balance sheet cantinuing coartinui transfer of For the year  Life-lo-date
Nine item imrohement Inuolvement the finandal astets®  ended 31215 31218
Type of comtinuing vvahement
Purchased and retained intenest Tading portiolio amets!
in secusiimation struciures. h%nurr-_' 15 15 a 16 {1, 588)
Total 15 15 ] 16 1, 588)
CHF milfon a2.14
i Fiksss] Gain {koss} from cosfinuing
Camying rlil.gnrmi at imenlve=pst in transfered and
amouritof Fair wakue of the dae of Showice; e Tassaciol et
Balance shest confinuing conlineing trareder of Fou the year Life-to-date
ne flem imenlemeEnt irachsement the fizancal azuis anded 31.12.14 EYRFATY
Type of continuing walvement
Purchasesd a=d mtsined inlorest Teading portiolio ames!
in securiization struciuees. h%.nurr-'_' 23 k5] 2 13 11,583)
Tatal 22 (2 22 E] (1,583)
185 31 Dscerrber 20015, Rotal perchased and retainsd imeest | seartizaiion smuchres cosssed of mradiag portialle Esats of CEF 37 milion and wpbenen whes of 5F 27 millon_Asof 31 Deember
e hized ard | hmmwﬂduﬂqwﬂd&“iuﬂﬂnﬂuﬂwmmmﬂ millo Repeserts gains s seasgnized

21 £ ch of mrwler daire the IEpcive repoing perkd.

Purchased and retained interests in securitization vehicles

In cases where UBS &G has transferred assets into securitization
wehides and retained or purchased interests therein, UBS AG has
a continuing imaohement in those transferred assets. The majority
of the retained continuing imclvement securitization positions
held in the trading portfolio are collateralized debt cbligations, US
commerdial mortgage-backed securities and residential maort-
gage-backed securities. As 2 result of losses incwrred in previcus
years, the majarity of these continuing imvolernent positions had
a carrying amount of zero as of 31 December 2015 As of

676

31 December 2015, the maximum exposure to loss related to pur-
chased and retained interests in seouritization structures was CHF
55 million compared with CHF 48 million as of 31 December
2014, both mainly related to trading portfolic assets. Undis-
counted cash outflows of CHF 41 million may be payable to the
transferes in future periods as a consequence of holding the pur-
chased and retained interests. The earliest period in which pay-
ment may be required is less than one month. Life-to-date losses
presented in the table above anly relate to retasined interests held
a5 of 31 December 2015.
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MNote 25 Restricted and transferred financial assets (continued)

d) Off-balance-sheet assets received

The table below presents assets received from third parties that can be sold or repledged, that are not recognized on the balance sheet,
but that are held as collateral, inchuding amounts that have been sold or repledged.

Off-balance-sheet asiets received
CHF milifion
Fair walue of assets receieed which can be sold or repledged

received s collateval wnder reverse repwchase;, seconities bovowing and fending amangements, deviative fransactions and otber fasmctions'

lin
thereof sold or sepledged’
in connection witlh franning acfintier
o satinf commiments wedier shaort sal Samsaciines
in connection with darwiive and offier fancactions’

.21 EIRFEE]
401,511 ELLE LY
33 ars a5 554
B2 5502
88,737 271,963
21992 221515
29157 27958
15,628 TE 497

1 Incusies securfies recetved a5 b idal mangin feom ks dients that UES 44 |5 mquired io semit o CCPS, brokets and deposk
ot irchude off-balance sheet seosities (31 December 3015 CHF 47.3 bilion, 31 Decernber 3014: CHF 375 bdilkan| placed with

Farposes f7 wilich TaeR ane ro amocales laodites of contngert labikties.

MNote 26 Offsetting finandial assets and financial liabilities

UBS AG enters into netting agreements with counterparties to
manzge the credit risks associzted primarily with repurchase and
reverse repurchase transactions, securities borrowing and lending,
and overthe-counter {OTC) and exchange-fraded derivatives
{ETD). Thess netting agreements and similar arrangements gener-
ally enable the counterparties to set-off liabilties against available
assets received in the ordinary course of business and/or in the
event that the counterparty o the transaction is unable to fulfill
its contractual coligations. The right of set-off is a legal right to
settle or othenwise eliminzte all or a portion of an amount due by
applying an amount receivable from the same counterparty
against it, thus reducing credit exposure.

The table an the following page provides a summary of finan-
cial assets subject to offsetting, enforceable master metting
arrangements and similar agreements, as well as finandal collat-

banks, I echange- traded Sevhative (ETDY dearing and esecution ivioe, - Doss
hhﬂlbl_mlh-ﬂhmmﬂﬂllhﬂ

eral received to mitigate credit exposures for these finandal
assets. The gross financial assets of UBS AG that are subject to
offsetting, enforceable netting arrangements and similar agree-
ments are reconciled to the net amounts presented within the
assodated balance shest line, after giving effect to finandal lizbil-
ities with the same counterparties that have been offset on the
[balance sheet and other finandial assets not subject to an enforce-
able netting arrangement or similar agreement. Further, related
amounts for finandial liabilities and collateral received that are not
offset on the balance sheet are shown to arrive at financial assets
after consideration of netting potential.

UES AG engages in a variety of counterparty credit mitigation
sirategies in addition to netting and collateral arrangements.
Therefore, the net amounts presented in the tables on the next
pages do not purport to represent UBS AG's actual credit exposure.
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MNote 26 Offsetting finandal assets and financial liabilities (continued)

Finaneial assets subject to offsetting, enforceable master hetting arrangements and similar sgreements

HALIS

Azgeds subject {0 netting arrangements

EDINETOOOO
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Aszsets not
sabiject o
Metting potential mot nettin
Metting regeized on the balainae sheet on the balanoe aTANGET Total assets
Het assefs Assety after Assels Tolal assets  Total asseds
recogaized consid- recognized  after consid- recognitred
on the eratlon of on the erallon of on the
Gooms amets  Wetting with balance  Fnancial  Collateral melling balance metiing halance
CHI bilion berfoee: netSing  grozs liabilities? sheet  lmbilifes  received potential sheet potential shieed.
Cash collateral om securities
Bamowed B4 1] 139 12.1) 120.5) 0.0 1.8 18 156
Reverse sepuschase agreements. e [ 5]] 558 1a.4) 151.4) oo 121 121 679
Ponithe: replacement walues 1613 (25} 150.3 (123400 125.5) o8 a1 L] 16874
Cash collateral reoeivables on
desivative instrements’ B39 66.3) 19.6 [¥0.5) 15 12 4.1 13 38
Finandial axsets desigarted at fair
wale 14 1] 2.4 00 118 0.8 34 4.0 5.8
Total assets 831 [131.0) 1.1 41,3 [101.1) 187 1.3 A0 Ia0.5
EYREA LY
Asseds subfect to netting arrangements.
Aszsets not
_ suibect fo
) . Metling posential mot
Metting remgeized on the balanme sheet on e batance ama Total assets
Het assets Asgets after Assets Tolal asseds  Total assets
recogaized consid- recognized  after congid-  recogaized
on the eration of on the eratlon of on the
Gomes assets  hetting with balance  Fnancial  Collateral neiling balance netling balance
CHIF bilion befoee neting  gross lishilities” sheet  lmbilifes received potential sheet potential shieet
Cash collateral om securities
Bamowed 27 1] 07 114 120.8) L] 14 4 Fo N
Reverse sepuschase agreements. 5.2 A28 56.4 13.4) (528 a1 121 122 B84
Ponithe: replacement walues M543 (1] HE.8 (158.7) 130.8) 173 0.1 274 1570
Cash collateral reoeivables on
derialive instements! 5T 21y w4 (ra.8 115 L 18 108 o
Finandial axsets desigrarted at fair
wale a1 1] 31 00 200 0.1 1.4 15 45
Total assets IZI.I [264.2) 356.3 1222.8)  [108.9) H!- 2.6 531 0
1 The met amount of Cast ool d on the bwknce sheet indhes cesain OTC o sezied on a Salfy basls ender U85 33, and ETD which
e poznomically setthed on 3 ﬂhmﬁmmmﬂmdnﬂhmmmﬂ-mwidhﬂmdﬂduhm#ﬂﬁ
s i In the tabie ':!Iﬂdhn'gw 2 Thee loegic. of e tabie resulls in amoenis | I *Ketting with gross labiies” ook 1 In the: “Memd
with s amsets Inithe llanditios tabie presenied on the dobowing page. 1hhmdﬁhﬂu.mﬂdmmﬂmmﬂdmmhqﬂqﬂl
VANt netting ageeeTiont s X6 nok i eweed the net amoun of inandal ames presenied on the belance sheet; Le, over-ollaberalizion, whene It edst, ks ot reliecusd | tae e J ncludes amess ot subjed: o
fosceable nefting H4cang ard ctter herrs.
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MNote 26 Offsetting finandal assets and financial liabilities (continued)

The table below provides a summary of finandial liabilities subject
to offsetting, enforceable master netting arrangements and simi-
lar agreements, 2= well as financial collateral pledged to mitigate
credit exposures for these financizl liabdities. The gross finandal
liabilities of UBS AG that are subject to offsstting, enforceable
netting arrangements and similar agreements are reconciled to
the net amounts presented within the associated balance shest

line, after giving effect to financial assets with the same counter-
parties that hawve been offset on the balance sheet and other
financizl hizbilities not subject to an enforcesble netting arrange-
ment or similar agreement. Further, related amounts for finandal
assets and collatersl pledged that are not offset on the balance
shieet ane shown to arrive at finandal liabdities after consideration
of netting potential.

Finandal Habilities subject to offsetting, enforceabls master netting arrangements and similar sgreements

LiNFAL]

Liahilitles subject o netting arrangements

Liahilties not
subject to
Metting potential not i
Metsing secognized on the balasos shest mﬂllﬂmw Inlngm Total liablities
Net Total Total
liabilithes Liabilities Liakdlities Rabilities Rabilities
Gross recognized affter consid- recognized  afterconsid-  recogaized
Fabifses on the erallon of an the eration of on the
befoe  Metting with balance  Fnamdal  Collateral metiling balamce netting halance
CHF bilion netting  gross assets? shaat mubk  pledged potential shaat potential sheeet
Cash collateral on securities lent 14 [iT] 14 1) (23] (1] ol 0.1 8.0
Reperchas sqroemants 690 [62.1) L1 4.4) 25 LI FL 28 9.7
Kegatiee replacemest valzes 1542 2.5 151.7 {12300 174 1.3 a7 221 1624
‘Cazh collateral payables on
desivative irsdrements’ 984 [66.%) 4 115.00 [FLY] 121 a7 16.8 3.1
Finandal Fabil%es designated
at far walee i3 00 19 [+11] [0 ] 31 5.1 62.3 3.0
Total llabiities 3549 (131.8) 2049 (1404} (28.0) 8.5 TI4 104.0 HiA
31.12.14
Liabilitles subject to netting arrangements.
Liahilties not
subject to
Metting potential not
Metfing secognized an the balascs sheet on the balance Total liabilities
et Total Tolal
liabilites Liabilities Liabilithes. Rahilities Rabilities
Gme recognized affter conid- after consid-  recogaized
Fabilses on the eraion of an the eration of on the
befoe:  Meftisg with balance  Fnascal  Collateral meiting balance neetting halance
CHF bilion netting  gross. assets? sheet assek pledged potesitial sheet potential shieet
Cash collateral on securities lent a4 L111] LE N s [L] LU or (3] 9.2
Reperchase agreements 518 425 L&) (2.4) [1%] (1] 12 12 1mae
Kegative replaement valoes 2433 2.1 w3 =T 1218 19.7 18 315 81
Lach collateral payables on
desieative irssrements’ 561 (¥ib.4 k0 S - ] [FE] s L 149 434
at far walee EL] L] EE] [+11] 1.4 14 TS 739 753
Total llabiities 5831 (264.3) 2948 [229.2) (37.3) 324 LR 126.3 ia

1 The et amaart of Cash colaesl o derttte insirameTs

I Inihe tabie e peiors e
-’ Hﬂnf‘-dﬂnnhil u'hﬂlwp-hlz F“HP:I'I::
"‘ﬂmn:lﬂ:m o] The net amount of fnarcal
Tetting arangemens ans ot her cuteol -sope kems

rdyabEes necguized o1 the balarce saee Indides pesain OTC derivatives waic e In sebesmoe ref seftled on @ dally basis undes 185 33, and ETD which
e eronomicaly seithed on a dally bask: In addition, 1his baknce incudes OTC and ET0 cash ooliateml babwmoes which oomes pond sith the @ss
dnﬂ.nhhmtmih'lﬂh'ﬂqmm'
1 For tae parpose of this disdesune, the amounts of finandal nstremets and
peesenied on Tae balane sheet; Le , overcliaierakmtion, when £ odsts, kot nefleded inTae mbie. Indes lahikies

ﬂuﬂmtlduhm*-;:i-ﬁ
ety i mm.-
n: ooliesal presnied have tl-q;pdlyﬂl
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Mote 27 Financial assets and liabilities — additional information

a) Measurement categories of finandal assets and liabilities

The table below provides information about the carrying amounts
of individual dasses of finandial instruments within the measure-
mient cateqories of financizl asssts and lizbilities 25 defined in 145
39 Anancal Instruments: Recognition and Messurement. Only
thome assets and liabilities that arefinandial instruments as defined

Measurement categories of finandal assets and finandal liabilities
CHF milfan

in IAS 32 Ansnoal instruments: Presentstion are induded in the
table below, which causes certain balances to differ from thase
presented on the balance sheet.
= Refer to Mote 24 for more information an how the fair value of
finandal instruments i determined

.18 31214

Ananclal assets!
Ield for trading :
Trading partfolio amaety 120,408 132,392
of witich: amsets pledied as collatoral wiiich may be nold or repledped by counterparnties 51943 56018
Deb isspd® 106 ot
Poeitive: replacement walues 167425 meame
Tatal 207 548 IP0E5T
Fair value through profit or boss )
Finasdal assets & 4 at fair value 5508 4,491
Ananclal aszets ot amortized cost .
Cazh and Balanoes with cstoal Banks 91,206 104,073
e fram basks 11,586 3,234
Cash oollateral on securities bomowed 25584 24063
Rerverme repurchase agrecments BT EGY B8 414
Cah collateral receivables on dari 23 T3 30979
Loares! 723 05984
Ceher assets 20,139 21,532
Tatal 53175 578,179
Aailable-forsale :
Finazdal i aszilable-for-sde B2, 543 57,152
Total financial assets 909,572 1,029 483
Hinanclal liabilities
Ield for trading :
Trading partiolo Fabilses 29137 7958
Debt izupd 3 ]
Megatiee replacement waloes 162,430 154,101
Tatal 151,803 FiFRE
Fair value through prafit or boss, other
Finazcial Fabilities designaned at fair walue [k L] 75547
Amounts due under enitlinked imestment contracts 18 T8 iT643
Total T8 T13 S2.940
Anancial liabilities ot amortized cost
e 1o banks. 11,838 452
Cah oollateral on securities lent B 4180
Reperchas agreements SE5) : e
Cazh collateral payables om d fLE 42372
[ue 10 cestomer:. 402,532 L]
Dbt izsued 81330 5,183
Crhes lizkilities 52,085 45,012
Total BLE1T E220%6
Total financisl Rabilitles A75133 957,343

1 450l 31 Devember 2045, CF 123 bilken of Loans, CHF 0 bilion of Dee fom banks, CHF | bdion of Reverse

CHF 30 billion of Finandal iveesimens. asailabie-dorsabe and CHF 3 billon of

TEFUITAZSE SORCETErEs,
Ararcial asseis desgrane at far vakue a epocied t be secovered or seSed ot 17 rudu..kd'al mm‘ll. EHF 179 bllben ol I.u'ncHFI:IH‘h:fmfulhh CHF 1 ibllion of Feverss ieperoase

asailabie-forsale and CHF 4 billon of

10 e reoowened or settied afer 12 monte. 2 the embedzed

agmements, CHF 35 bilkon of Arandal invesments
deaiee pomponent of steuchued debt Eswed Jor which The fair vakee optian has rof beer,
liom 6 ol 31 Dexembes 7045 (31 Decernber 2004: CHF 1.1 bilion), Refer 1o Motes 10 and 33

B30

Represents
ﬂMhpﬂﬂlﬂmuﬂ“uﬂllﬁum 1 Inclusies finance lease reosivabies of CHF 11 bl
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Mote 27 Financial assets and liabilities — additional information (continued)

b) Maturity analysis of finandal liabilities

The contractusl maturities for non-derivative and non-trading
financial liabilities as of 31 December 2015 are based on the ear-
liest date on which UBS could be eontractually required to pay:
The total amounts that contractually mature in each time-band
are also shown for 31 December 2014, Dervative positions and

Maturity analysis of financial liabilities!

trading lizhilities, predominantly made up of short sale transac-
tions, are assigned to the column Dwe within T month, as this
provides & conservative reflection of the nature of these trading
activities. The contractual maturities may extend over signifi-
cantly longer periods.

Duewithin  [ucbesween  Doebetwoen Due between Diew after
CHF bidion imonth 1asd3morés 3and 12menths 1 and 5 yeass Syman Tatal
Fnanclal liabilities recognized on balance sheet®
[ue o baris el fT 11 0.3 oo 18
Canh rollsteral e securities lent : 57 12 i : : a0
Reperthase agreements : 15 14 02 0l 0 a7
Trading partéoko Fabilsest : B : : : i
Nagalree replacement uales’ : 1524 1824
Financial Fabiles designate 2t fair walue® : 153 159 131 1ne 120 61
Due 1o cestomens : i3 124 48 41 a7 a5
Dokt izund : 57 ag 53 BE n1 912
Crhes iakilties : BT : : : 66T
Total 1.12.15 7128 [TE] ®A (i1 446 £00.7
Total 21.12.14 8123 ana 184 09 T 1,0108
Guarantess, commitments and forward starting transacilons®
Lean cemitmes s 557 oz 0.2 00 56.1
Cusranizes 155 an 00 0.1 o0 180
Forward starting transactions
Secuiilies bemowing agreemEnt: : 00 o
Total 11.12.15 .1 0.2 02 X o0 .7
Total 21.12.14 Ta3 ol 0.2 0.2 [T TaE
1 Hervflnancial batities sect on defenes Inozme, defermes e lasdities, p T ——

valhus (see focacie 3}, the amoens
raciual reaterities of tading

hhh-ﬂ:d!p:ﬂ:l'ltﬂ!ﬂihﬂ. = Farure Intevest paymens on vaiahe miv labibe: are deemiaed
[, w1kl £l iy e the comdions exiTing ai the mportiag doe = Comg

pars
_ﬂﬂm-ﬁ-ﬂdhu‘immﬂﬂqﬂrﬂ :h'rﬁ'gld.lhﬂ"_
nepresenis he casd fows that wouls hase to be paid ¥ thew postiions had bo be settied or dosed oot Refer i Mase 14 for und
mwﬂ'ﬂ!hhmmmmllmﬂ?mm‘Imﬁhﬂmﬂﬂpmlknﬂ Iﬂmﬂ““m
qmmh#uupﬂgndh%hmw
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Mote 27 Financial assets and liabilities — additional information (continued)

o) Redassification of financial assets

In 2008 and 2009, certain financial assets were redassified from
Trading portiolio assets to Loans. On their redassification date,
these aseis 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
future rather than for trading in the near term. The financal
assets were reclassified using their fair value on the date of the
reclassification, which became their new cost basis at that date.
A5 of 31 December 2015, the camying value of the remaining

reclzesifisd financial assets, which were entirely comgprised of
municipal awction rate securities, was CHF 0.2 billion (31 Decem-
lber 2014: CHF 0.7 hillian), which was equal to the fair value of
thess assets.

The overall impact on operating profit before tax from reclas-
sifed financial assets for the year ended 31 December 2015 was a
profit of CHF 22 million (2014: CHF 84 million). I the finandal
assets had not been reclassified, the impact on operating profit
before tax for the year ended 31 December 2015 would have
bbeen a profit of less than CHF 10 million.

d) Maximum exposure to credit risk of financial assets designated at fair value

Financial assets designated at fair value totaled CHF 5,808 million
as of 31 December 2015 (31 December 2014; CHF 4,493 milkon).
Maximurm exposure to cradit risk from financial assets dasignatad
at fair value was CHF 5.6 billion as of 31 December 2015
{31 December 2014: CHF 4.3 bilion). The exposure related to
structured boans and reverse repurchase and securities bormowing
agreaments was mitigated by sacurities collateral of CHF 3.5 bil-
lion as of 31 December 2015 (31 December 2014: CHF 3.3 hilkon).

The maximum exposure to oedit sk of loans, but not struc-
tured loans, is generally mitigated by credit derivatives or similar

instruments. Information regarding these instruments and the
exposure which they mitigate is provided in the table below on a
notional basis.
Investment fund units designated at fair walue do not have a
direct expsure to oredit risk.
= Refer to Mote 24 for more information on financial assets
designated at fair value, and to *Maximum exposure to oedit
risk” in the “Risk management and control® section of this report
for more information on collateral related to finandial assets

designated at fair value

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

CHF milfan

Leares — noticnal amoent

Credit derisafives nelabed i loars — notional amoent’
Credit derisafives relabed i loars — fair valee’

HM.A215 EiRFRE]
&a7 L1
630 o4

4

| Coadit deriaiives coTimds indude ot default swaps, cotl ream s ans Smitr retneTs

The table bebow provides the effect on the fair values of loans from changes in credit risk for the periods presented and cumulatively
since inception. Similarly, the dhange in fair value of credit derivatives and similar instrurments which are used to hedge these bans s

also provided.
Changes in fair walue of loans and related credit derivatives attributable to changes in credit risk

Curmulative from isception

For the pear ended umlil the year ended

CHF milfan AL IAZH FAZAS A24
Changes in fair value of lass designated a2 fair value, attribetable to chasges in cedit rigk! 1 [E1} ) )
Changes in fair value of credit derfsatives and similar instruments which mitigale e masimem
exposun i credit risk of lnans designated at fair value’ ] 3 4 1
1 Cumert and compkatie caanges bn the tair e of loans i falr vakue, aftririable o changes in Their med sk, are anly cakubned For Taose kaans cubmansing ot balaaoe sheet Saie. Cusent and conab-
e canges In the tair value of medt deriatiees hiadging sach m&ilumm-—l—-mdmm ok ol these baans since desigrurion ai falr value Far baars reported mnder Sae fal
et aption, changes in fair s dee s changes In the qedt sancing of the bomowe it ot Iraesd from | rolependeTt market soormes.

512/636

oOoOooodn



EDINETOOOO
00000000000 0O(E05852)

goooood
Mote 28 Pension and other post-employment benefit plans
The table below provides information relating to pension costs for defined benefit plans and defined confribution plars. These costs
are part of Persornel expenses.
Incame statement - expenses related to pension and other post-employment benefit plans
EHF milfan 311218 EARERT) EiRFERE
Met pericedic pemsion et for define benefil plass Y 457 &1
o wihich: rofatedt f2 mayor pension plans’ 546 508 i
off witicl Suass plam 515 458 555
o wiiche LN plan e 17 M
off witich ather plans 12 L 58
o which; related f2 post-refiroment medical and e inswance plany’ 1 i
off witichs U plan T 2 g
of wiiche U plans 2 an ny
o wihich; selmted fo remaining plams and offer cogfs” 1% 5 4
Pension cost for defined contribeSion plans® i ] prn ek
o wiich U &8 2 L]
ofwhich: LS 10 a 1]
e wiich otber coannies 53 -7 54
Tatal pension and ather post-employment benefit plan expenses® w08 m w7
1 Eeferio Sote 73 for moe inforration. 2 Refor 1o Kot 2Bor more Inlomazion. 3 Dther oo ind e difesences boteeen actaal et v acouals and net aoouesd pereion sts wiated
0 esudag. & Beler to Kobe 78 far mone information. = Seder b Nobe &,
The table below provides information relating to amounts recognized in other comprehensive income for defined benefit plans.
Other comprehensive income - gains/ (losses) on pension and other post-employment benefit plans
CHF milfan LiRFAL] EIREAT S iR FRE
Mhajer pensicn pians’ EET 1,456) 1,168
o whick: Sz plan : [T .00 1118
cifwhich: LI plan : nr [ 55
o wikick: ather plans : {25) {258 115
Pt metiement =edical and e insurance glass’ i i 3 -
oefwiiche UK plan i ) 3
of wihick; LIS plans ; ] @ i g
Remaiing plans ; {14 1 7 Eﬂ
Gains lesses) recogrized in other comrehensve income, befost s _ 7T 11454 1,178 %ﬁ
Tan derpemse)/ benel relafing %o defined beselit plans roogrized is other comgrehense insome . (15 ur (15 52
Gains/ (Josses) recognized in other comprehensive incomee, net of tax 303 (1,208) 29

1 Fafer o Mizie 722 for move Informaiion. - Arter io Hote 38h for mose Intmemation. 3 Refer o the ° Striemen: of compeshenshe Income”.
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

Mote 28 Pension and other post-employment benefit plans (continued)

The tables below provide information on UBS AG's assets and liabilities with respect to pension and post-employment benefit plans.
These are recognized on the balance sheet within Other assets and Other labilities.

Balance sheet - net defined benefit pension and past-employment asset
CHF milfan LiRFRL EIRFAL]
Major pension plass’
o which: Sunzs plan
o which: LI plan
o whick: ather plans
Pest-retiement medical and life imsurance plans
o whick: L plan
o which: S plans
Resksiaing plie
Total net defined benefit pension and post-employment asset’
1 Rafer 52 e 23a fr rmove Information. 2 Arter i ot 12,

L= 0= - =R -

Balance shest - net defined benefit pension and post-employment liability

CHE millian FYRERL] 124
Whijcr pensicn plass’ en 1,256
o whick: Sz pian ' o b1
cifwhich: LI plan ' o 8
of whick: ather plans! ' [Fr et
Porst-retrement medical and file insrrce plams ' T s
o whick: L plan ' I 1)
cifwhich; LS pians ' 5 1]
Remaiing plans ' g n
Tatal net defined benefit pension and post-emplayment lability® 738 1,574
1 Refier #2 Mote 382 for mane Irboemardon, 2I.Hﬂnlﬂ:ﬁﬂ"!l!r‘!“hlﬂ|h!ﬂﬂ"mrﬂl [ plars: 30 mt“mrﬁlﬂdhlﬂhlﬂm

35T rellban netaied to German planst. = Refer b Kot 795 for mone ieformaiion. 4 Refer o Moke 23
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Mote 28 Pension and other post-employment benefit plans (continued)

a) Defined benefit pension plans

UBS AG has established defined benefit pension plans for its
employees in various locations, with the major plans located
in Switzerland, the UK, the US and Germany. Independent
actuarial valuations for the plans in these countries are per-
formed a= reguired.

The overall investment policy and strategy for UBS AGHS
defined benefit pension plans is guided by the cbjective of
achieving an imvestment return which, together with contribu-
tions, 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 plans with assets {i.2_, funded plans), the invest-
ment strategies for the plans are managed under local laws and
regulations in each jurisdiction. The actual asset allocation is
determined by the governance body with reference to the pre-
wvailing current and expected economic and market conditions
and in consideration of specific asset dass risk in the risk profile.
Within this framework, LUBS AG ensures that the fidudaries con-
sider how the assat investment strategy correlates with the mtu-
rity profile of the plan lisbilites and the respective potential
impact on the funded status of the plans, induding potential
short-term liguidity requirements.

The defined benefit obligation for all of UBS AG's defined ben-
efit persion plans & directly impacted by changes in yields of
high-guality corporate bonds in the respective country in which
the plan is held, as the applicable discount rate used o deter-
mine the defined benefit cbligation is based on these yields. For
the funded plans, the pension assets are invested in a diversified
portfolic of finandial assets including real estate, bonds, invest-
ment funds and cash across gecgraphic regions to ensure a bal-
ance of risk and return to the extent allowed under local pension
lawes. The market value of thess financial assets is not fully cor-
related to changes in high-guality corporate bond yields. This
results in wolatility in the net asset/liability position for eadh plan.
Specific assat-liability matching strategies for each pension plan
are independently determimed by the responsible governance
body in each country. The net asset/liability volatility for each
plan is dependent on the spedfic financial assets chosen by each
plan’s fiduciaries. For cerfain pension plans, a liability-driven
investment approach is applied to a portion of the plan assets o
reduce potential volatility.

Syizs pension plan

The Swiss pension plan covers employess of UBS AG and employ-
eas of companies having close economic or finandal ties with UBES
A5G and exceeds the minimum benefit requirements under Swiss
pension law:

Contributions to the pension plan are paid by the employer
and the employees. The Swiss pension plan allows employess a
choice with regard to the level of contributions paid by them.
Employee confributions are caloulated as a percentage of the con-
tributory salary and are deducted monthly The percentages
deducted from salary depend on age and cheoice of contribution
category and vary between 1% and 13.5% of contributory bass
salary and between 0% and 993 of contributory variable compen-
sation. Deperding on the age of the employes, UBS AG pays a
contribution that ranges bebwesn 5.5% and 27.5% of contribu-
tory base salary and between 2.6% and 9% of contributory vari-
able compensation. UBS A also pays risk contributions whidh are
used #o finance benefits paid out in the event of death and dis-
ability, as well as to finance bridging pensions.

The plan benefits include retirement benefits and disability,
death amd survivor pensions. The pension plan offers to members
at the normal retirement age of 64 a choice bebween a lifetime
pension with or withowt full restitution and a partial or full lump
sum payment. Members can draw early retirement benefits start-
ing from the age of 58. Since 201 5, employess have the possibil-
ity to make additional purchases of benefits to fund early retire-
ment benefits (Plan 58+).

The payable pension amount is a result of the corversion rate
applied on the accumulated balance of the individusl plan par-
ticipant's pension account at the retirement date. The accumu-
lated balance of each individual plan participant’s pension acoount
is based on credited vested benefits transferred from previous
employers, purchases of benefits and the employee and employer
contributions that have been made to 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 contri-
bution promise under Swiss pension law, it is accounted for a5 a
defined benefit plan under 145 19, primarily becauss of the cbliga-
tion to accrue interest on the pension accounts and the payment
of lifetime pensions. The actuarial assumptions used for the Swiss
pension plan are based on the Swiss economic environment.

= Refer to Mote 1a item 34 for a description of the accounting

palicy for defined benefit pension plans

515/636

oOoOooodn

Coarsabdaed
financial s@iemens



Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

EDINETOOOO

00000000000 0O(E05852)

Mote 28 Pension and other post-employment benefit plans (continued)

The Swiss perwsion plan is governed by the Pension Foundation
Board as required by Swiss pension law and the responsibilities of
this board are defined by Swiss pension law and by the plan rules.
According o Swiss pension lawy, a temporary limited underfund-
ing i permitbed. However, should an underfunded situztion ooour,
the Persion Fowndation Board is required to take the necessary
measures to ersure that full funding can be expected to be
restored within a maximum period of ten years. Under Swiss pen-
sion lawy, if & Swiss pension plan became significantly underfunded
on a Swiss pension lew basis, then additional employer and
employee contributions could be required. In these situations, the
risk i shared between employer and employees, and the employer
is not legally cbliged to cover more than 50% of the additional
contributions required. The Swiss pension plan has a technical
furding ratio under Swiss pension law of 123 3% as of 31 Decam-
ber 2015 (31 December 2014: 123.79%).

The investment strategy of the Swiss plan is implemented
based on a multi-devel imvestment and risk management process
and is in line with Swiss pension law, induding the rules and regu-
lations relating to diversification of plan assets. These rules,
amang others, spedfy restrictions to the composition of plan
assets, e.q., there is a limit of 20% for imvestments in equities. The
investment strategy of the Swiss plan is aligned to the defined risk
budget s=t out by the Persion Foundation Board. The risk budget
is determined based on regulary performed asset and Eability
management analysas. In order to implement the risk budget, the
Swiss plan may use direct imvestments, investment funds and
derivatives. To mitigate foreign currency risk, a specific currency
hedging strategy was implemented. The Pension Foundstion
Board strives for a medium- and longterm balance bebasen
assets and liabilities. Under 145 13, volstlity arises in the Swiss
pensicn plan net asset/lisbility becawse the fair value of the plan
assets s not directly correlated to movements in the value of the
plan’s defined benefit cbligation in the short-term.

A5 of 31 Decemnber 2015, the Swiss pension plan was in a
surplus situation on an International Financial Reporting Stan-
dards {IFRS} mezsurement basis, as the fair value of plan assets
exceeded the defined benefit obligation by CHF 1,283 million
{31 December 2014: defidt of CHF 25 million). However, a surplus
can only be recognized on the balance sheet to the extent that it
does not excesd the estimated future economic benefit, whidh
equals the difference between the present value of the estimated
future net service cost and the present walue of the estimated
future employer confributions. The maxdmum future economic

lbenefit is highly variable based on dhanges in the discount rate.
As of 31 December 2015, the estimated future economic benefit
was zero and hence, no net defined benefit asset was recognized
on the balamce sheet The difference of CHF 1,283 milkon
betwesn the pension plan surplus and the estimated future eco-
nomic benefit, the so-called asset ceiling effect, was recognized in
other comprehensive income.

Thie employer contributions expected to be made to the Swis
pension plan in 2016 are estimated to be CHF 474 million.

Mon-Swiss pension plans

The non-Swiss hocations of UBS AG offer various defined benefit
pension plans in accordance with local regulations and practices.
The mon-Swiss locations with major defined bemefit plans are the
UE, the US and Germany. Defined benefit pension plans in other
locations are not material to the finandal results of UBS AG and
hence not separately disclosed.

The non-Swiss plans provide benefits in the event of retire-
ment, death or disability. The level of benefits provided depends
on the specific rate of benefit accrual and the level of employes
compensation. UBS AG's general principle is to ensure that the
plans are appropriztely funded under kocal pansion regulztions in
each country and this is the primary driver for determining when
additional contributions are required. Similar to the Swiss pension
plan, volatility arises in the met asset/liability position of the non-
Swiss plans because the fair value of the respective plans’ assets
are not directly comelated to movements in the value of the plans”
defined benefit cbligations.

Thie funding policy for these plans is consistent with local gov-
ernment regulations and tax requirements, and actuarial assump-
tions used are based on the local economic emvironment.

= Refer to Mote 1a item 24 for a description of the accounting

palicy for defined benefit pension plans

LIE

The % plan is a caresr-average revalued eamings scheme, and
bbenefits increase automatically based on UK price inflation. Mar-
mil retirement age for participants in the UK plan is 0. On 1 July
2013, UBS AG dasad the UK defined benefit pension plan for
fubure service. After that date, LBS AG no longer recognized our-
rent service costs for this plan. Plan participants who were active
employees under the defined benefit plan were eligible to become
partidipants of the defined contribution plan for any service after
the plan was dosed for future service.
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Mote 28 Pension and other post-employment benefit plans (continued)

The responsibility for governance of the UK plan lies jointy
with the Pensicn Trustee Board, which is reguired under local pen-
sion laws, and UBS AG. The emplover contributions to the pen-
sion fund ircluded regular contributions and specific deficit-fund-
ing cortributions wntil the date of the dosure for future sanice
and thereafter anly reflected agreed-upon defict-funding contri-
butions. The deficit-funding contributions are determined basad
on the most recent actuarial valuation, which & conducted based
on assumptions agreed by the Pension Trustee Board and UBS AG.
In the event of an underfunding, UBS AG must agree to a defict
recovery plan with the Persion Trustee Board within statutory
deadlines. In 2015, UBS AG made a deficit-funding contribution
of CHF 316 million {2014: CHF 75 million).

The plan assets are invested in a diversified portfolio of
finandal assets. A liability-driven investment approach is applied
a5 a portion of the plan assets are invested in inflation-indexed
bands which provide 2 partial hedge against price inflation.
If price inflation increases, the defined benefit cbligation will
likely increase mare significantly than amy change in the fair
value of plan assets, which would result in an increase in the net
defined benefit liabilty. Plam rules and local pension legislation
cap the level of inflationary increase that can be applied to plan
benefits.

A5 the plan i obligated to provide guaranteed lifetime pension
benefits o plan participants upon retirement, imcreases in life
expectancy will result im an increase in the plan's liabilties. This is
particularly significant im the LK plan, where inflationary increases
result in higher sensitivity to changes in life expectancy.

A5 of 31 December 2015, the UK plan was in a surplus situa-
tion on an IFRS measurement basis, as the fair value of plan assets
exceeded the defined benefit cbligation by CHF 50 million. This
surplus was recognized an the UBS AG balance sheet, as UBS AG
has a right to a refund with regards to the UK plan

No employer confributions are expected to be made to the UK
defined berefit plan in 2016.

us
There are two distinct major defined benefit pension plans in the
US. Normal retirement age for participants in the US plans is 65.
The plans are dosed to new entrants, wiho instead can partidpate
in defimed contribution plans.

One of the major defined benefit pension plans is a contribu-
tior-based plam in which each participant accrues a percentage of
salary in a persion account. The pension account is credited annu-

ally with interest based on a rate that is linked to the average yvield
on ane-year US government bonds. For the other major defined
benefit pension plan, retirement benefits accrue based on the
career-average eamings of esch indwidual plan participant. Upon
retirement, the plans allow partidpants a dhoice between a lump
sum payment and a lifetime pensicn.

Both of these defined benefit pension plans have fiduciaries as
required under local state pension laws. The fiduciaries, along
with UBS A, are jointly responsible for governance of the plans.
Actuanal valuations are regularly completed for the plans, and
UBS AG has historically elected to make confributions fo the plans
in order to maintain a funded ratio of at least 80%, as caloulated
under local pension regulations. The annual employer contribu-
tiors are equal to the present value of benefits accrued each year
plus a roling amortzation of any price underfunding. if the
employer contributes more than the minimum or the plan has
assets exceeding the lisbilities, the excess can be used to offsst
minimurn funding requirements.

The plan assets for both plans are invested in a diversified port-
folic of financial zssets. Each pension plan's fiduciaries are respon-
sible for the investment decisions with respect to the plan assets.
A lishility-driven investment approach is applied for one of the US
iplans to support the volatility management in the net asset/lisbil-
ity position. Derivative instruments may also be employed to man-
age volatility, induding, but not imited to, interest rate futures,
equity fubmes and swaps, induding credit defsult swaps and
interest rate swaps.

In 2015, the US pension plan rules were amended such that
former UBS AG employees with vested benefits im the LS defined
benefit pension plans have the option to receive a lump sum pay-
ment {or early anmuity payments) instead of a lifetime pension
commencing at retirement age. This resultad in 2 reduction inthe
defined benefit obligation of CHF 24 million and a corresponding
gain recognized in the income statement in 2015, of which CHF
21 million was recorded in Wealth Management Americas.

In 2013, BS AG offered a one-time option to former UBS AG
employess with vested benefits in the US defined benefit pension
plans to receive a lump sum payment {or early annuity payments)
instead of a Ifetime pension. This resulted in a reduction in the
defined benefit obligation of CHF 196 million, a reduction of fair
value of plan zssets of CHF 216 million and a charge o the
income statement of CHF 20 million in 2013.

The employer contributions expected to be made to the US
defined benefit plans in 2016 are estimated to be CHF 43 million.

BE7
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Mote 28 Pension and other post-employment benefit plans (continued)

Germany

There are two different defined benefit pension plans in Germany
and both are contribution-based plars. Mo plan assets are s=t
aside o fund these plans ard benefits are directly paid by UBS
AG. Normal retrement age for the partidpants in the German
plans is 65. Within the larger of the two pension plans, each par-
tidpant acrues a percentage of salary in a persion account. On
an anrwal basis the accumulated acoount balance of the plan par-
tidpant is credited with guaranteed interest at a rate of 5%. The
other plan is a deferred compensation plan in which amounts are
accruwed annually based on employee elections. For this deferred
compercation plan, the acoumulated account balance is credited
on an annual basis with a guaranteed interest rate of 4% for
amounts acorued after 2009. Both German plans are regulated
under German pension law, under which the responsibility to pay

pension benefits when they are due resis entirely with LUBS AG.
For the German plars, a portion of the pension payments =
directly increasad in lime with price inflation.

The employer contributions expected to be made to the Ger-
mian plans in 2016 are estimated to be CHF 8 million.

The table on the following pages provides an analysis of the
movernent in the net asset/kability recognized on the balance
shieet for defined benefit pension plans from the beginning to the
end of the year, as well as am analysis of amounts recognized in
et profit and in other comprehensive income.

In 215, disdosures within this Mote have been axpanded o
separately present UK plan information, which was previously
induded within “Non-Swiss™ plans. Consequently, the US and
German plans are now shown together within “Other™. Com-
parative information was adjusted accordingly:

518/636

oOoOooodn



EDINETOOOO
00000000000 0O(E05852)

goooood

Mote 28 Pension and other post-employment benefit plans (continued)
Desfined banelit pansion plans
CHE milfon Twiss UK Cther Tetal
For sie yoar anded HAZIS AZM4 319215 FALI4 FAZA% 34214 31245 311204
Defined Berefit chligation at Ste beginsing of the year 956 M7 3w 335 1£9F 1315 29838 25,408
Cusent serics st BBy 408 0 o 0 0 e 504
hleest pxzean 0 s 1w 1 a7 ] 482 682
Man parfcipant coctrbuticns 08 0 o o 0 208 02
Remezzurements of defned benefit otligaticn M) 310 41 Me w0 (e 3739

e wick: acturial fgaies)Tnsses arning fom changes i demagraphic srumptions (1,024) ¥ B ] 3 a5 ([1.12%) 128

o which: sctuaial fgains)iorser avising fom changes iy fnancial Fmumptions 3 ms 201 489 (71} 180 mps)  RaM

of whick: expeniance fpainserser’ 4 M8 gm0 » & 4R ne
Past spmvicn cost related to plan amendments o o 0 o (24) o 0
Curtail=pes w64 o o o o ) 5
Benefit payment (1071 (1045 (138} &) (a3} LU A e A P
Tamminzsian Beslits 1 ET ] 0 o 0 1 LT
Fareign cervency translation o o [1eg 1m (26) 118 qiem 207
Defined benefit obligation at the end of the year T2E  XI0SE  3ELD 3445 1615 1893 27608 X508

o which: smounts awing &0 active mambors 10,359 17,480 FITR T 27 32 1omEl 1L

of whick: smaumts ouing 8 defemed membars [ o e 2 53 S8 2mmR 2786

oo which: smounts cwing 40 refiees U oizam 247 L2000 1408 pe B 14X 478
Fair walus of plan assoks at the begicning of the pear 9N 1248 3Bl 2503 1028 B4E ZRIA1 26066
Retum cn plan azels exduding a=ousts induded in intesest iscome Cowe 128 (129w (84) 14 (s 1457
et iscome T s e 4 1 8 am 897
Employer comtébutions — exchedieg lemimation benedits o om me T a7 w07 ass 859
Employer eomtsbutions — termination benelits ' [ 0 i} o 0 1 LT
Man paréiipant contrbutians T T 0 o o o 208 m
Benefit paymarts COnoTy (ods (i) e e @) (L2 (0
Auksisisiraticn exgenses, S and premim: paid one pm 8o ®m | m e
Payments related tn plas a=endmesss o 0 ] 0 o 0 0 [}
Fareign cersency translation : o o [en 14 T W07 (1sE) 261
Falr walue of plan assets ot the end of the year MO0 0N 3460 180 907 L0 ZLNIE 2834
Asset ceiling effect 1,283 [0 [] 0 ] 0 1283 [ a
et defined benefit asset {{llability) [ 50 (seEy  (622) M58 (2] (1,054) g
Mowement in the net asset ([Rability) recognized on the balance sheet EE
et ek /[Rability) recognized on the balance sheet at the beginaing of E'E
the year o m em (seN) (o (s64) O (12%8) 50 S2
et pericdic pessicn cont Coms @ s on () @y (58 (500
A griced in otber compeehenshes iscome (1,00 I (16 (% (258 38 (1,458
Emgloyer e=srbutions — eacedicg Ieminatios beneit a2 4m ms T [T 0 B A59
Employer merbutions — termination benelits [ 0 o o o i 3
Fereicn cerrency franslatios o 0 E] o4 %] iy "] 26
et sssek /[Rabillity) recognized on the balance sheet at the end of the year [E] 50 (sEEy (822 S8 (8L (1,05)
Funded and unfunded plans
Defined Benefit chligaton o= fusded plares TrE¥ 206 330 3ds 128 1301 27274 29008
Defined Benefit chligation 0= usfunded plans : o 0 0 o m ¥ kL
Plan zz=pes Comets men 3400 A3 997 108 IEMME 28341
Surplus./(deficit) 131 (29 S0 (seE)  (622)  i654) Tl (1,256
Asset ceiling effect 1283 [0 ] 0 ] 0 1283 0
et defined benefit asset{llability) [ S0 (seE) (B22) 668 (5720 (1,354)
1 Esperierce (gainsilcases ane 3 compasert of acsartd of the dened beral cbiigation which relloct the ehacts of SHfesences. Semween T poavies acsiarkd msmptiors nd what has acaaly
aCcEned

[
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

Mote 28 Pension and other post-employment benefit plans (continued)

Analysis of ameants reengatzed in net prafit
CHE milfion Swizs UK Cther Tetal

For she yoar ended TALIS ILAZIA 314218 FALI4 FII248 34214 31248 309204
Cument seriice st 58 496 ] o 0 10 599 506
nieseat eezesse related i dedined banafit ckigation I 468 1 158 a7 5 282 602
teseat income redated In plan amcts (273) (513 (118 {141) (1) @4 ) (69T)
ieeeat exzesen on aened ealing eSact 0 1 0 i o o o ]
Admisistration expenses, Sms and pemiums paid 0 0 [ o & [ 1" 16
Man a=end=pes 0 0 ] o (24) 0 (24) 0
Curtail=eets @) (54 [ o o o (#) {54
Taminztn emel s 1 ETY (] i 0 o 1 ET
et periodic pensian cost s15 458 18 17 12 1 848 508
Analysis of ameunts recogaized in ather comarehensive income

CHE milfon wiss UK Cther Tetal

far e year ended TALIS AZM4 INAZ1S MALI4 TA248 34214 34248 309204
Remeazurement of defned benedit obligation 12 (3120) M (M) g {2 ism (3739
Relum en pian azsels exduging a=ousts induded in inlesest iscame 108 1262 (124  1m (a4 14 (%) 1457
Azt criling ffoct aschodig isberost expere on mect ceiing eiect (1,283  Boa 0 o 0 0 (1283  Boa
lesesl expesse on assed celing eect 0 1 (] (i 0 @ o 19

Total gains f{losses) recognized in other comprehensive income, before ax 58 (1032 nr 1168 (35) 1258) I (1,458

The table balow provides informaticn on the duration of the defined benefit pension obligations and the distribution of the timing of
benefit payments.

Sz UK Othar®

MALIS AL 3218 AAZ1A MAZAE 1AZd
Duratian of the defined benefit chligation (In years) 151 (%] 17 02 113 125
Maturity snabysis of benelits axpected ta be paid
CHF milin
Banefils expected & be paid wiskin 12 months 1,146 1,012 un n [T ]
Banefits expected i be paid Between 1 bz 3 peans 2z W m s 1
Banefits experted b be paid betweas 2 o 6 years T 34m LT S m m
Sanefits expected to be paid between & b 11 years B 1 LRI M8 s a5
Banefits expected o be paid betwees 11 10 16 years Togin L7 I i 510 513
Snefits expected b be paid in =ore San 16 pears T @E12 0 TME TSE 0 1am 1,383
| The duratian.of the telined benet abgation e weighnad average amroas oifer plans
B30
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Mote 28 Pension and other post-employment benefit plans (continued)

UBS AG regularly reviews the actuarial assumptions used in
calculating its defined benefit obligations to determine their con-
tinuing relevance.

In 2015, UBS AG cammied cut a methodology review of the
actuarial assumptions used in caloulating its defined benefit obli-
gation for its Swiss pension plan. As a result, UBS AG enhanced its
methodology for estimating the discount rate by improving the
construction of the yield curve where the market for long tenor
maturities of Swiss high-guality corporate bonds was mot suffi-
dently deep. Furthermaore, UBS AG refined its approach to esti-
miting the rate of salary increases, the rate of interest cedit on
retirement savings, the employes turnower rate, the rate of
employse disabilities and the rate of marmiage. These improve-
mients in estimates resulted in a total net decr=ase in the defined
benefit obligation (DBC) of the Swiss persion plan of CHF 2,055
million, of which CHF 1,038 million related to demographic
assumptions and CHF 1,017 million related to finandal assump-

tiors. These reductions in the DBO from improvements in esti-
miates were partly offset by market-driven discownt rate changes,
resulting in an owerall downmeard remessurement of the Swiss
plan DBO of CHF 1,231 millicn, which was recognized in other
comprehensive income.

Furthermiore, UBS AG enhanced methodologies and refined
approaches used to estimate various actuarial assumptions for its
UK and other pension plans. These improvements in estimates
resulted im a total net decrease in the DBO of the LK pension plan
of CHF 152 million, of which CHF 122 million related to demo-
graphic assumplions and CHF 71 million related to finandal
assumptions. In addition, mainly market-driven dscount rate
changes reduced the DBD further, resulting in an owerall down-
ward remeasurement of the UK plan DBO of CHF 441 million,
which was recognized in other comprehensive income.

The tables below show the prindpal actuarial assumptions
wsad in cakoulating the defined benefit obligations.

s uk ither®
TMAZIS AL 31218 3AZIA MAZA8 324

Principal sctuarisl assumptions used (%)

Assumptions used to determine defined henefit abligatians a1 the end of the year

Discoust cate 1.09 118 xse 189 401 350

Fate of safary ncrease 1.7 149 ooe 000 xms o Emi

Rtz of penzion incease .00 e w2 3108 150 178

Bale of interest credi on iefremand svisgs 1.08 149 o008 000 148 11

hep ghted amee p——r—

Martality tables and life expectancies for major plans

L expectancy at age &5 for a male member cosently

aged 65 aged 43
Coimtry Martality table EIRFRLY 31.12.14 H.i218 H.i2i4
Switzerdand BVG 200G 215 N4 133 n2
U L3P CMI_B015, with peojections! 239 M4 158 n:
s REZORAVCHA, with MP201S projection scale’ 230 nr 4.5 234
Gasmany D, . Hesbeck 3005 G 200 08 prd ] prL1]
Life eopectancy a2 age 65 for a female member consently
aged 65 aged 45
Coumntry Maortality table 1218 310214 H.12.158 I.1204
Switzerdand BVE X000 G 24.0 FEL] 5.7 1]
4 SR CMI_Z01S, with peojections’ 258 L% o A0
s REZORAVACHA, with MP20NS projection scale’ 248 FEL I .2 N6
Gasmmany Dx. . Hsbeck 2005 G 24.1 LI 6.6 65
1 hmlﬁlmﬁﬂmmm“ﬁﬂl p*lu'u.lls—i. 2 In 2004 S mw-ﬁtmuﬁw-wnum sk ws el
691
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Mote 28 Pension and other post-employment benefit plans (continued)

Wolatility arises in the defined benefit obligation for each of the
pension plans due to the following actuarial assumptions applied
in the measurement of the defined benefit obligation:

— Discount rates the discount rate is based on the yiseld of high-
quality corporate bonds of the market in the respective pen-
sion plan coundry. Consequently, a decrease in the yield of
high-guality corporate bonds will increase the defined benefit
obligation of the pension plans. Conversely, an incease in the
yield of high-gualty corporate bonds will decrease the defined
benefit chligation of the pension plans.

— Rate of salary incease: an increase in the salary of plan partic-
pants will generally increase the defined benefit cbligation,
specifically for the Swiss and German plans. For the UK plan, as
the plan is closed for future service, UBS AG employess no
lomger accrue future service benefits and thus salary increases
have no impact on the defined benefit obligation. For the US
plans, only 2 small percentage of the total population contin-
ues to acorue benefits for future senvice, therefore the impact
of a salary increase on the defined benefit obligation is mini-
mizl.

— Rate of pension increase:; for the Swiss plan, there is no auto-
matic indexing of pensions. Any incresse would be decided by
the Pension Foundation Board. Similarly, for the US plans, there
is mo autocmatic indexing of pensions. For the UK plan, pen-
sions are automatically indexed to price inflation as per plan
rules and local persion legslation. Similarly, the German
defined benefit pension plars are automatically indexed and a

Senditivity analysis of significant actuarial assumptions!

Swizs plan: inoease. [decesss)

portion of the pensions are directly increased by price inflation.
An increase in price inflation in the UK and Germany will
increase the respective plan’s defined benefit chligation.

— FRate of interest credit on retirement savings: the Swiss plan
and ane of the plans in the LS have retirement saving balances
that are increased annually by an interest credit rate. For these
plans, an increase in the inkerest credit rate would increase the
respective plan's defined benefit obligation.

— Life expectancy: for most of UBS AG's defined benefit pension
plans, the respective plan is cbligated to provide guarantesd
lifetime pension benefits. The defined benefit obligation for all
plans is caloulated using an underlying best estimate of the life
expectancy of plan participants. An increase in the life expec-
tanicy of plan participants will increase the plan’s defined ben-
efit abligation.

The table below presents a sensitivity analysis for each signifi-
cant actuarial assumption showing how the defined benefit obli-
gation would be affected by chamges in the relevant actuarial
assurnption that were reasonably pessible at the balance sheet
date. Unforeseen circumstances may arise, which could result in
variztions that are oulside the range of alternatives deemed rea-
sonably possible. This sensitivity analysis applies to the defined
benefit abligation onfy and not to the net zsset/liabilty in its
entirety. Caution should be used in extrapolating the sensitivities
below to the overall impact on the defined benefit obligation, &
the sensitivities may not be limear.

I_.I;’ kan: increaw/ {decrease) Onber plans: increase / (dooease)
in

in defines4 benefit otligaticn Eenedt obligatio= i= defined te=efit chigatan
CHE millian ETREAT] FTRFATY FTRERT] FTRFAT) 11218 11214
noezsie by 50 basis points [1.418) 11,688} [ e8] (ERF] [&4) (=]
Decreame by 50 bavs peints 1609 1596 my 4 - 108
o s . . . .
s by 50 basis points 82 m = 3 1 1
Decrease by 50 bass points (86) (100} = 30 i’ k]
Rate of pension Increase - : . :
hnapase by 50 basis points 1.183 1315 My 4 £ Y
Decreame by 50 bavs peints 2 a {300} @) s n
Rate of Inferest eredit on reflrement sawings - : N :
e by 50 basis points 263 m - - 8 9
Decrease by 50 bass points [248) e - - ) i
Lifi expectancy - : . :
nopase in longeedy by one addifinsal yesr EAL] 7| 87 15 2 £5

1 The sensiiviy analses are besed on & In o
n s ok
Iu;h-::?umﬂ.r:untu-—imu:whm:m

while hodzing all other Esumptians consant,

assumptian 30 thart Imiesdependencies, bevween the amamztions ar ecuded. 2 A the plan 15 doses for Ame
2 the Essamed mie of pension Increase wes % 5l 31 Deoember 301 Sandzsal 31 Dulhmlll:bln:lrdrqri a:.rrwu::tmiﬂ. afs
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Mote 28 Pension and other post-employment benefit plans (continued)
The table below provides infarmation on the composition amd fair value of plan assets of the Swiss pension plan, the UK pension plan
and the other pension plans.
Compasition and fair value of plan assets
Swizs plan
1218 EIRFALY
Plan aszet Plam aumet
Fair value Allocation % Fair value alocation %
Quoted Quated
In an sctive in an active
EHF milfan market ke Total market Cebar Total
Cash and cash equivalents ur o 5y e ax ] 29 3
Rieal estate | property : : : :
Dosestic : 0 2647 2847 1m o L 2SR 1
Investment funds
nmestc : 859 0 T 3 ] ] o 3
Feraign : 6308 1088 8083 M 6,245 w4 T n
Dusesic, AL 1o B88- : 2112 o 21z E 2,591 (1T 1
Feraign, AAA to BB : £,108 T % £.418 0 B4l n
Fereign, belorer BHE- : 1036 o 1088 4 104 ] m ]
Feraign : ] 53 8 o ] 104 e ]
Dt : 1084 1608 2me0 1n 2513 TH 1M 14
Other iméestments. o 15 15 a 1] 17 7 o
Tatal 18,505 414 23919 108 10,459 4477 2551 100
LINFAL] EIRFAT
Total fair value of plan assets 23919 25551
of which: _ ;
Bank accounts at UES 4G and LS 45 dobt insrements 823 85 =
LS Groyp AG shases : ® i) g
Secuiies kot e LS AG" . ErE . o i3
Property cocupied by UBS AG : 82 : & 3=
Devivative fivancia — T 170 {57 gt
Stnyrtused products, countermarty LBEAG [} A2 g&

1 Thee ol erekt rabings awe primarly boees an Sandard and Pooe's aeck aengs Ratings AAA o 583 - and bebow 588~ mpmeent Irwesment grade and ronireesment it resperieely. b1 s whene el
ratings from e mting ageates were um, these were corveried b the egubabert miteg Insae Smndawd & Poor's i eg dasiaiion. = Seruries lert 5o UBS AS and desaries finandal st meris 2w presevied
o of any colbaeral Mes of collmeral, erivaiive financil Insrumenis amauied to CHF (901 millon as of 31 Deoember J1% (31 Demermber 3 84: CHF (123} miflion). Severbes lenk io USS AG ware oty oossred by
eoliaieral as of 31 December 2015 and 31 December 2014,

693

523/636



Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

MNote 28 Pension and other post-employment benefit plans (continued)

Composition and fair value of plan assets (contineed)

EiRFRLS

1,080

1,208
53
159
n

115
L]
13

oo o =
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Plam azet
alocation %

UK plan
Fair value
Guated in
an active
CHF milfan market Other
Cash and cash squivalents 428 o
Investment funds
Equity
Domestc E1 o
Feraign 1,080 o
Bonds!
Domestic, ARA to BRE- 1,308 o
o=, below BEE- 51 o
Fenzign, AdA to BEB- 189 o
Foreign, below BEB-— H o
Real pxtate
Domestic a6 &8
e {32) 1213
rther imeestments. ] 7
Total fair value of plan assets 1,202 1498

3400

100

1 The o ookt ratings 2w primarly boses on Standad l'liPm‘:nl- -'gxmmlﬂ-lﬂ bedow EB8 - RpIEsENE IWRSTERE grade and non IWESITECE grade NG MespecTeey. 11 cos whee oadt

atings from ovter rating agencies were wsd, 7 wing In the Standand & Foor's milag
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Mote 28 Pension and other post-employment benefit plans (continued)
Composition and fair value of plan assets [continued)
Orther plans
A28 01214
Welghted Weighted
average Terage
plan asset plam mset
Fair valug Allocation % Far value alocation %
Quoted in Cented
an active in an active
CHF milfon market  Ofher Tatal market  Ctber Tatal
Cash and cash squivalents [T 0 52 ] n 0 7] 3
Domessic, ALA o BEE— 5" o " 1 104 0 04 10
Dompss, belnw BEE— A o &0 [ 10 0 I i
Ferwign, AkA b BRB— 17 o 17 2 M 0 m 2
Feraign, below BRB- s o ' 1 Y 0 3 0
Private squity 0 o ' o o 0 0 0
Investment funds N N -
ot 240 0 0 M 50 0 50 kT
Farain : 240 o0 M0 M 5 0 ®a 5
et . . . . .
Domesic, ALA o BB : 1 o 1M 1’ 142 o 14
Dompssti, bakw BEE— : 1] o L 1 13 0 ! i
Farmign, kA b BAB- : 1] o n ¥ n 0o 17 3
Fenaign, below BEB- : 2 o o 4 o 4
ot ; 0 12 1z 1 o 1 ! i
e : 7] a7 G (' % w5 10
Inusrance ontracts : 0 17 17 F o (1 - 2
Ast-backed seturitios : " o 14 1 17 0o 1 2
rther imvestments ; 5 o 5 o 5 0o 5 -
Total Fair vabue of plan assets 9326 70 H 100 961 il 1.009 00 g
i-'uf:‘u:ﬁmlm:rWﬂmuqm:‘ﬁ;mmmwm#dm#mm-mﬂm i3
emicato. =
E-
8t
d&
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Mote 28 Pension and other post-employment benefit plans (continued)

b) Post-retirement medical and life insurance plans

In the US and in the UK, UBS AG offers post-retiremnent: madical
benefits that contribute to the health care coverage of certain
employess and their benefidaries after retirement.

The UK post-retirement medical plan is dosad to new entrants.
In the US, in addition o post-retirement medical benefits, UBS AG
alo provides post-retirement Iife insurance benefits to certain
employess. The post-retirement medical benefits in the UK and
the US cover all types of medical expenses induding, but not lim-
ited to, the cost of doctor visits, hospitalization, surgery and phar-
maceuticals. Thess plans are not pre-funded plans and costs are
recognized as incurred. In the US, the retirees ako contribute o
the cost of the post-retirement medical benefits.

In 2014, UBS AG announced changes to the US post-retire-
ment medical plans in relation to a reduction or elimination of
the subsidy provided for medical benefits. This change reduced
the paost-retirement benefit obligation by CHF 33 million, result-
ing in a carresponding gain recognized in the income statement
in 2014.

Further in 2014, UBS AG anncunced changes to the US post-
retirement life insurance plans in relation to an elimination of the
US post-retirement life irsurance policy. This change reduced the
jpost-retirement benefit obligation by CHF 8 million, resulting in a
comesponding gain recognized in the income statement in 2014,

Thie employer contributions expected to be made to the post-
retirement medical and life insurance plars in 2016 are estimated
tor be CHF & millian.

The table on the following page provides an analysis of the net
asset/liability recognized on the balance shest for post-retirement
meedical and life insurance plans from the beginning to the end of
the year, as well a5 an analysis of amounts recognized innet profit
and in other comprehensive income.

In 2015, disclosures within this Note have been expanded to
separately present UK post-retirement medical plan information,
which was previously presented together with the US post-
retirement medical plans. Comparative information was adjusted
accordingly.
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Mote 28 Pension and other post-employment benefit plans (continued)
Post.retirement medical and life insurance plans
CHF millian L T3 Tatal
For e year ended MAZIE M4 3245 A4 MAZ1S M2A4
Port-retiement bernefit cklgation at S begineing of the year T = [T o M 114
Cursent semiace st N o o o 0 o 0
hleesl pxzese 1 1 z 1 L 5
Man parsicipant contrhutions [} il z 1 - 2
B of post et benefil atdigali N (8 Y 9 1 3 5
of whisk: actusvial fpains) inrser avining fom changes i demographic sumptions 2 [ 2 4 4 Fi
of which: sctuevial firains ) iamser avising fom changes i financial assumptions N i) rl 2 [ @ [
of which: aspevionoe (ipaing)/ bses’ h o o 9 m 2 m
Past spmvicn cost related to plan amendments : o o o o [ (1)
Baneit paymenss’ : i 2 L i 0y (10
Fareign cerency translation (2) 1 1 1 () 10
Past-retirement benafit abligation at the end of the year 8 o [T 53 [T 15
of which: smounts cwing &0 active mambers 5 2 o [ [; 12
of whick: mounts ouing ta defemed membars : [} [ o o Il
of which: smounts o 40 refiees ; 20 2 59 1] i) 7]
Fair vadue of plan assets at the end of the year [ [ [ 0 o 0
Met post-retirement benefit aszet/{llability) (25 [F7) [55) () [84) a5
Amalysis of ameants recogeized in net profit
Curvent semvice cost o o o [ [ o
Inlesest pxpeer relzbed to oot etrement beefit chligaton 1 1 2 3 1 5
Fant sevvice cost related to plan amendments o o o =) [ (41}
Wt perlodic cost 1 2 2 & 4 (36}
Analysis of gains){losses) recognized In cher comprehensive income
B of pci-metivemant banelit cbllgat ] ] ] 7] i2) ]
Total gains/{losses) recognized In other comprebenshve income, before tax L (3 % 2 3h [5h
P af o i chich
;;n’“u}-‘ pord sl --'&:h'_ : I-i't - et The effects of dfiesa o, between the presions acharal ssamprons and st hos ady-
@
i
i
g&
&97
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Mote 28 Pension and other post-employment benefit plans (continued)

The post-retirement benefit obligation is determined by using
the assumed average health care cost trend rate, the discount rate
and the lifz expectancy. On a country-by-country basis, the same
discount rate is used for the calculation of the post-retirement
benefit cbligation from medical and life insurance plans as for the
defined benefit obligations arising from pension plans.

UBS AG regularly reviews the actuarial assumptions used in
calculating its post-retirement benefit obligations to determine

Principal weighted average actuasial assumptions used (%)

their continuing relevance. In 2015, UBS AG enhanced method-
ologies and refined approaches used to estimate varicus actuarial
assurnptions. Thess improvernents in estimates resulted in 3 net
increase in the post-retirement benefit obligation.

The discount rate and the zssumed average health care oost
trend rates are presented in the table belowe The basis for life
expectancy assumpiions is the same as provided for defined ben-
efit pension plars in Mote 28a.

Assumpibons uzed to defermine posi-retirement beneflt obligations ai the end of the year T3 T3

For e yoar ended NAZIS 31204 WAz Izid
Discouss cate 190 168 FET] 153
drwtrage hea'st cace cost frend rase - itial 5.10 550 (L1 700
drwtrage heah cace cost rend rate — utimate 5.0 550 T 5 0

1 Ther aasmphions for e expectancies are prosided sthia Moe fHa

Wolatility arises in the post-retiement benefit obligation for
each of the post-retirernant medical and life insurance plans due
to the following actuarial assumptions applied in the measure-
ment of the post-retirement benefit obligation:

— Discount rate: similar as for defined benefit pension plans, a
decreaze in the vield of high-quality corporate bonds will
increase the post-retirement benefit cbligation for these plans.
Comersely. an increase in the yield of high-quality corporate
bonds will decrease the post-retirement bemefit chligation for
these plans.

Sensitivity analysis of significant actuarial assumptions'

CHF mifiion

Discount rate
noease by 50 basis points
[Decneane by 50 basis points

Awerage health care cost trend rate
Incease by 100 basis paists
[Docreane by 400 basis points

Life expeciancy
Inopase in longraty by one additioeal year

— Afwerage health care cost trend rate: an increase in health care
costs would generzlly increzze the post-retirement benefit obli-
gation.

— Life expectancy: a5 some plan participants have lifetime bane-
fits under these plars, an increase in life expectancy would
increase the post-retirement benefit obligation.

The table below presents a sersitivity analysis for each signifi-
cant actuarial assumption showing how the post-retirerment ben-
efit chligation would have been affected by changes in the rele-
vant actuarial assumption that were reasonably possible at the
balance sheat date.

Inorease [decneass] in post-retinement benefit obligation
L s
.18 31.12.14 31218 3204
i’ m m ]
2 2 3 2

L) 4 1 [
E1) w ) 1

3 - 5 5

1 The iy by e on J—. I

‘itz hoiting 2l oeher amEmptios cvstan, so Tt inedeperdencies bevween Tie

o) Defined contribution plans

UBS AS sponsors a number of defined contribution plans in loca-
tions outside of Switzerland. The locations with significant defined
contribution plans are the K and the US. Certain plans permit
employess to make contributions and earn matching or other

638

are exdudes,

contributions from UBS AG. The employer contributions to these
plans are recognized a= an expense which, for the years ended
31 Decamber 2015, 2014 and 2013, amounted to CHF 239 mil-
lion, CHF 244 million and CHF 236 million, respectively.
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Mote 28 Pension and other post-employment benefit plans (continued)

d) Related party disclosure

UBS AG is the principal provider of banking services for the pen-
sion fund of UBS AG in Switzerland. In this function, UBS AG is
engaged to execute mast of the pension fund's banking activi-
ties. These activities can include, but are not limited to, trading
and securities lending and bormowing. The non-Swiss UBS AG
pension funds do not have a similar banking relationship with
UBS AG.

In 2008, UB5 AG sold certain bank-oocupied properties to the
Swiss pension fund. Simultaneously, UBS AG and the Swiss pen-
sion fund entered into lease-back arrangements for some of the
properties with 25-year lease terms and two renenal options for

Related party dischosure

10 years each. During 2009, UBS AG rensgotizted one of the
lease contracts, which reduced UBS AG's remaining lease commit-
meent. In 2013, after the first five years, the early break options for
mast of the leases were not exercised, which resulted in an
increase in the minimum commitment for an additional five years.
As of 31 Decemnber 2015, the minimum commitment toward the
Swiss pension fund under the related leases is approkimately CHF
11 million (31 December 2014: CHF 14 million).

The following amounts have been received or paid by UBS AG
from and to the pension funds in respect of these banking activi-
ties and arrangements.

For the year eaded
CHF mian LIRFAL EIRFAT EIRFRE]
Recedved by BS AG
Fees 33 n n
Paid by UBS AG
Rent ] & .4
Iniesest [ )] ] 1
Diidends and capital repayments 14 4 2
The transaction volumes in LBS shares and UBS AG debt instruments are as follows.
Trarsaction wolumes = UES shares and UES AG debt instruments.
[far the yrar ended

kiMFAL nazi4
Amanclal irstruments hought by pensian Funds
LB shares! {in thousands of shases) 1,534 2082
LUBS AG debt instruments (par walues in CHF milios) 1 4
Financlal instruments sold by pensbon funds or martured
LUBS shares' {in thousands of shases) Pl L} 1,735
UBS AG debt instruments (par walues in CHF milion) 4 4

| Fepreserts purchane ! sk of LIES &G shases upio 28 Hovember 2018 and punchases)wake of UES Gmp Al shares thereahier Refer to Mate 37 dar more information.

UBS AG defined contribution pension funds held 15,782 722
UBS Group AG shares with a fair valwe of CHF 308 million as of
31 December 2015 (31 December 2014: 16,252,804 UBS Group
A shares with a fair value of CHF 276 million).

More information on the fair value of the plan assets of the
defined benefit pension plans are disdosed in MNote 23a.
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Mote 29 Equity participation and other compensation plans
a) Plans offered

The UBS Group operates several equity participation and other
compercation plans to align the interests of executives, managers
and staff with the interests of sharsholders. Some plans {eg.,
Equity Plus and Equity Chwiership Plan) are granted to eigible
employess in approxmately 50 countries and are designed fo
mest the legal, tax and regulatory requirements of each country
in which they are offered. Certain plans are used in specific coun-
tries, business areas {e.q., awards granted within Wealth Manage-
ment Americas), or are only offered to members of the Group
Executive Board (GEB). The UBS Growp operates compensation
plans on 2 mandatory, discretionary and woluntary basis. The
explanations below provide a general description of the terms of
the mast significant plans offered by the Group which relate to
the performance year 2015 {awards granted in 2016) and those
from pricr years that were partly expensed in 2015,
=+ Rafer to Mote 1a fem 25 for a description of the accounting
poficy related to equity participation and other compensation
plans

Transter of deferred compensation plans

As part of the Group recrganization in 2014, UBS Group AG
assumed obligations of UBS AG 2= grantor in connection with
certain outstanding awards under employee share, option,
notional fund and deferred cash compensation plans. As a result
of the transfer, UBS Group AG assumed all responsibilities and
rights associated with the grantor role for the plans from UBS AG,
induding the right of recharge to its subsidiaries employing the
personnel. Obligations relating o deferred compensation plans
which are required to be, and have been, granted by employing
and/er sponsoring subsidiaries have not been assumed by UES
Group AG and will continue on this basis. Furthermaore, obliga-
tions related fo other compensation awards, such as defined ben-
efit pension plans and other kocal awards, have not been assumed
by UBS Group AG and are retained by the relevant employing
and/or sponsoring subsidiaries. For the purpose of this Mote, ref-
erences to shares, performance shares, notional shares and
options refer to UBS Group AG instruments for the period after
the transfer and to UBS AG instruments for the pericd before the
transfer.

The tables within this Note cutline the effects from equity par-
ticpation and other compensation plans on the UBS AG income
statement, as well as the movements in UBS share and notional
share awards retained by UBS AG.

Mandatory share-based compensation plans

Equity Ownershio Plan (EOF): Select employees receive a portion
of their anmual performance—related compensation above a cer
tain threshold in the form of an BOP award in UBS shares, notional
shares or UBS performance shares {notional shares that are sub-
ject to performance conditions). From February 2014 onwards,

700
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only notional shares and UBS performance shares have been
granted. Since 2011, performance shares have been granted to
EOP participants wia are Key Risk-Takers, Group Managing Direc-
tors (GMD) or employess whose incentive awards excesd a cer-
tain threshold, and since 2012 to GEB members. For performance
shares granted in respect of the performance years 2012 and
thereafter, the performance conditions are based on the Group
return on tangible equity and the divisional return on attributed
equity {(for Corparate Center partidpants, the return on attributed
equity of the Group exduding Corporate Center). Awards issued
outside the normal performance year cyde, such as replacement
awards or sign-on awards, may 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 promise to recaive UBS shares at vesting and do not
camry voting rights during the vesting period. Motional and perfor-
mance shares granted before February 2014 have no rights o
dividends, whereas for awards granted since February 2014
employees are entithad fo receive a dividend equivalant that may
e paid in notional shares and for cash, and which will vest on the
same terms and conditions as the award. Awards granted in tha
form of UBS shares, notional shares and performance shares ane
settled by delvering UBS shares at westing, except in countries
where this is not permitied for legal or tax reasons. EOP awards
granted until 2012 generally vested in three equal increments over
a three-year vesting period and awards granted since March 2013
generally vest in equal increments in years two and three following
grant. The awards are generally forfeitable wpon, among other
circumstances, voluntary termination of employment with UBS
AG. Compensation expense is recognized in the performiance year
if the employee meets the retirement eligibiity requirerments at the
date of grant. Otherwise, compensation expense is recognized
from the grant date to the earlier of the vesting date or the retire-
ment eligibility date of the employee, on a tiered basis.

Senior Executive Equity Cwnership Plan (SEEDF): Up o 20712
{performance year 2011), GEB members and selectad sanior exac-
wtives received a portion of their mandatory deferral in UBS shares
or notional shares, which vest in one-fifth increments over a five-
year vesting pericd and are forfeitable if certain conditions are not
miet. Awards grantad in 2011 and 2012 are subject o the same
performance conditions as perfarmance shares granted under the
ECP They will cnly vest in full if the participant’s business division
is profitable (for Corporate Center participants, the Group as a
whole must be profitable) in the financial year preceding sched-
uled vesting. Awards granted under SEEOP are settled by deliver-
ing UES shares at vesting. Compensation expense is recognized
on the same basis as for share-settled EOF awards. No new SEEOF
awards were granted since 2012 From 2013 (performance year
2012), GEB members have received EOP performance awards.
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Mote 29 Equity participation and other compensation plans (continued)

Incentive Performance Plan (PP In 2010, GEE members and
certain other senior employees received part of their annual incen-
tive in the form of performance shares granted umder the IPP
Each perfarmance share granted was a contingent right to recsive
betwean cne and three UBS shares at vasting, depending on the
achievement of share price targets. Vesting was subject to contin-
ued employment with UBS AG and certain other conditions. The
IPP awards vested in March 2015. Compensation expense was
recognized on a tiered basis from the grant date to the earlier of
the vestimg date or the retirement eligibiity date of the employes.
IPP was a one-time plan granted in 2010 onky

Performance Equity Flan (PEF): In 2012 GEB members received
part of their annual incentive in the form of performance shares
granted under the PEP. Each performance share was a contingent
right to receive between zero and two UBS shares at vesting,
depending on the adhievernent of Economic Profit (EF) and Total
Shareholder Return (TSR) targeis. Vesting was subject o contin-
ued employment with UBS AG and certain other conditions. The
lzst PEP awards vested in March 2015. Compensation expense
was recognized on a tiered basis from the grant date to the earier
of the vesting date or the refirement eligibility date of the
employes. No PEP awards were granted after 2012.

Special Plan Award Program for the Investment Bank 2012
{5PaP): In April 2012, certain Managing Directors and Group
hanaging Directors of the lmvestment Bank were granted an
award of UBS shares which vested in 201 5. Viesting was subject to
performance conditions, continued employment with the firm
and certain other conditions. Compensation expense was recog-
nized from the grant date fo the earlier of the vesting date ar the
retirement eligibility date of the employee.

Role-based allowwances (RBAL In Ene with market practice, in
certain counfries, employess are entitled to receive a role-based
allowance in addition to their base salary. This allowance reflects
the market value of a spedfic role and is only paid s long as the
employes is within such a role. The allowance is generzlly paid in
cash and above a threshold it is granted in blocked shares. Sudh
shares will be unblodked in equal instalments after fwo and three
years. The compensation expense is recognized in the year of
grant.

Mandstory deferred cash compensation plans

Deferrad Contingent Capital Plan {DCCP): The DOCP is a manda-
tory perfarmance award deferral plan for all employess whose
total compercation exceeds a certain threshold. For awards
granted up to January 2015, employess received part of thair
annual imncentive in the form of notional bonds, which are a right
to receive a cash payment at vesting. For awards granted for the
performance years 2014 and 2015, employees have been
awardad notional additional tier 1 {AT1) instruments, which at
the discretion of UBS Group AG {corsolidated) cam either be
settled in the form of a cash payment or a perpetual, marketable
AT1 instrument. Awards vest in full after five years, subject to

there being no trigger event. Awards granted wunder the DCCP
forfert if UBS Group AGS consclidated phase-in commaon equity
tier 1 capital ratio falls below 10% for GEB members and 7% for
all other employees. In addition, awards are also forfeited if a
wviahility avent occurs, that is, if FINMA provides a written notice
to LIBS Group AG that the DCCP awands must be written down
to prevent an inschency. bankruptcy or failure of UBS Group AG
{consolidated), or if UBS Group AG {consolidated) receives a
commitment of extraordinary support from the public sector
that is necessary to prewent such an event. For GEB members, an
additional performance condition applies. f UBS Group AG
{consolidated) does not achieve an adjusted profit before tax for
any year during the vesting period, GEE members forfeit 20% of
their award for each loss-making year. For awards granted up to
January 2015, interest on the awards is paid annually for perfor-
manoe years im which the firm generates an adjusted profit
before tax. For awards granted since February 2015 interest pay-
ments are discretionary. The awards are subject to standard for-
feiture and harmful acts provisions, induding voluntary termina-
tion of employment with UBS AG. Compensation expense &
recognized in the performance year if the employee mests the
retirernent eligibility requiremnents at the date of grant. Other
wise, compensation expense is recognized ratably from the
grant date to the sarkier of the vesting date or the retirement
chigibility date of the employes.

Long-Term Deferred Retention Senior Incentive Scheme
{LTORSIS): Awards granted under the LTDRSIS are granted to
employees in Australia and represent a profit share amownt based
on the profitability of the Australian business. Awards vest after
three years and include an arrangement which allows for unpaid
installments to be reduced if the business has a koss during the
calendar year preceding westing. The awards are generally forfeit-
able upon voluntary termination of employment with UBS AG.
Compensation expenss is recognized in the performance year if
the employee mests the retirement eligibility requirements at the
date of the grant Otherwise, compensation expense is recog-
nized ratably from the grant date to the earlier of the vesting date
or the retirement eligibility date of the employes. 2014 was the
la=t year awands were granted under LTDRSIS.

Aszet Management Equity Cwnership Planc In order o align
their compensation with the performance of the funds they man-
age, Asset Management employess who receive EOP awards
reczive them in the form of cash-settled notional funds. The
amount depends on the value of the relevant underying Asset
Management furds at the time of vesting. The awards are gener-
ally forfeitable upon, among other ciroumstances, volurtary ter-
mination of employment with LUBS AG. Compensation expense s
recogrized in the performance year if the employes mests the
retirement eligibility requirements at the date of grant. Othennise,
compensation expense & recognized from the grant date to the
earlier of the vesting date or the retirement eligibility date of the
employes, on a tiered basis.

m
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Mote 29 Equity participation and other compensation plans (continued)

Wealth Management Americas financdial advisor compensation
Financial advisor compensation plans generally provide for cash
payments and deferred awards that are formula driven and fluc-
tuate in proportion to the level of business activity.

UBS AG also may enter into compensation commitrments with
certain new finandal advisors primarily a5 a recruitment incentive
and to incentivize certain ehgible active financial advisors o
achieve specfied revenue production and other performance
threshclds. The compensation may be earmed and paid to the
employes during a pericd of continued employment and may be
forfeited under certain drcumstances.

GrowthPlus is a program for selected financial advisors whose
revenue production and length of service excesds defined thresh-
olgs from 2010 throwgh 2017. Compensation arrangements were
granted in 2010, 2011 and 2015, with potential arrangements to
be granted in 201 8. The awards vest ratably over seven years from
grant with the exception of the 2018 arrangement, whidh vests
over five yaars,

ParinerMus is a mandatory deferred cash compensation plan
for certain eligible financial advisors. Awards {UBS AG company
contributions) are based on @ predefined formula during the per-
formance year. Participants are also allowed to voluntarily contrib-
ute additional amounits otherwise payable during the year, upfo a
certain percantage of their pay, which are vested upon contribu-
tion. Company contributions and voluntary contributions are aed-
ited with interest in accordance with the terms of the plan. Rathar
than being credited with interest, a participant may elect to have
voluntary contribastions, along with vested company contributions,
credited with notional earnings based on the performance of vari-
ous mutual funds. Company contributions and interest on both
company and voluntary contributions ratably vest in 20% incre-
ments six to ten years following grant date. Company contribu-
tions and interest/ notional earnings on both company and volun-
tary contributions are forfeitable under certain circumstancas.
Compensation expense for awards is recognized in the perfor-
mance year if the employee meets the qualifying separation eligi-
bility requirements at the date of grant. Othenwise, compensation
expensa for awards is recognized ratably commencing in the per-
formance year to the earlier of the westing date or the qualifying
separation eligibi¥ity date of the employee. Compensation expense
for voluntary contributions & recognized in the year of deferral.

702

Discretionary share-based compensation plans

Key Employes Stock Appredation Rights Plan (KESAF) and Key
Employes Stock Option Plan (KESOPE: Until 2008, key and kigh
potential employees were gramted discretionary share-setiled
stock appreciation rights (SARs) or UBS options with a sirike price
not less than the fair market value of a UBS share on the date the
SAR or option was granted. A SAR gves employees the right to
receive a mumber of UBS shares equal to the value of any appre-
ciation in the market price of a UBS share between the grant date
and the exercise date. One option gives the right to acguire cne
registered UBS share at the option’s strike price. SARs and options
are settled by delivering UBS shares, except in couniries whers
this is not permitted for legal reasons. These awards are generally
forfeitable upon termination of employment with UBS AG. Com-
ppensation expense is recognized from the grant date to the earlier
of the vesting date or the retirement eligibility date of the
employee. Mo options or S4Rs awards have been granted since
2008,

‘olurtary share-based compensation plans

Equity Plus Plan (Equity Plusk Equity Plus is a woluntary plan that
provides eligible employess with the coportunity to purchase UBS
shiares at market value and receive, at no additional cost, one free
rotional WBS share for every three shares purchazsed, up to a mas-
imum annual limit Share purchases may be made annually from
the performance award and/or monthly through regular deduc-
tiors from salary. If the shares purchased are held for thres years,
and in general if the employee remains in employment, the
notional UBS shares west. For notional UBS shares granted from
April 2014 onwards, employess are entiled to recsive a dividend
equivalent which may be paid in either notional shares and/for
cash. Prior to 2010, instead of notional shares participants
received two UBS options for each share they purchased under
this plan. The options had a strike price equal to the fair market
value of a 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 cartain dreumstances and are settled by deliver-
ing UBS shares, except in countries where this is not permitted for
legal reasons. Compensation expanse for Equity Plus is recognized
from the grant date to the earlier of the vesting date or the refire-
mient aligibility date of the employes.
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Mote 29 Equity participation and other compensation plans (continued)
b) Effect on the income statement
Effect on the income statement for the financial year and income statements of 2016 and later. The deferred compensation
future pericds expenses in the table also indude vested and mon-vested awards
The following table summarizes the compensation expenses rec-  granted mainly in February 2016, which relate to the performance
ogrized for the year ended 31 December 2015 and deferred com-  year 2015.
pensation expenses that will be recognized as an expense in the
Personnel expendes - Recognized and deferred’
Persoznsl expenses for the year ended 2015 Permnnel expermes defermed 8o 3016 and later
relating to relating to Reating In Fealicg
I-Efur "Eh awaands for awards for
CHF milian 2015 piar year Tkl 015 ey Ttal
Cazh performance swands 201 fady 1,980 i} (i} (1]
Defermed Contingent Capital Plas (DCCP) » 172 258 4X . 43 _ 446 TG
[Defermed cash plares (DCP and ather cash plans) i ] 12 12 Li] 3 3
Equity Owmership Plan (EOP! SEEQF) ~ LIRS shares » ] 51 h k] . 524 _ 3 _ -]
Incentive Perfarmance Plan (199 i ] 1] 1] Li] ] o
Total UBS share plars ] 51 h k] 524 3 -]
Equity Owmership Plan (EQF) — notional fusds m E- | &7 ET 15 2]
Total performance swards 2,538 675 3,210 o] v 1,722
‘wanizhle compereation — other 184 16 345 M8 2 1
Finazdal sdvisor cmmpassation — cash paymasts » LA80 1] 1460 0 o 1]
(v L with seuited fisandal advisors » 43 [ 735 _ Sl _ 1,855 _ 2519
m:d*ﬁhﬁﬂ_ » 112 142 s _ TH0 _ 456 _ 1,168
LUBS share plars nw £5 a2 66 115 183
Wiealth l.h_mil:F-ncilu:hinmuﬁu’ 2673 ama 3582 1,708 24 4 185
Tatal 53 1,18 7,108 2,854 35858 6,449
Toeal share-based Tor T year ended 11 Dacember 2015 OHF 1,002 milion and ol LS s of OFF 207 redlzn, Plan = notional fands of
II:HFBJ'l'ﬂn Jﬂmm CHE 56 mifin and ot compaation ;nu-[rqnuuﬂnuu-' mmmF_-Mde:‘m :hdlhmm m”m:furnnhm' %
which C2F 55 milfion rekbytisd 15 price yeare), forfietucs cxstits of CHF 96 milioe (il sefatest f2 peioe years), saveranoe payreets o CHE 157 miliza il rebated 15 30154 and retection plan 202 other pyreeets of CHE 158 g
million =t which CHE 143 millor sedmied b priorpeasl. 3 Iachudes DCCP neress eszenss of CH nmrrluh ummwsunmlnmn nu-mmuqudmmruhhm I
mm;nl:nml:u-ﬂ::mmuﬂmaj. :F-HH;:I:'“H irfen : e uidm " o7 hyimm.: ga
ot mfl'-ﬂ'l.llurpﬂl; a u-h.nhp Sinot eTined -
:Endmukhamu_g 0 1h qu-n:iﬁ-hhud-m %'ﬂ
g&
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Mote 29 Equity participation and other compensation plans (continued)

Personnel expenses - Recognized and deferred’

Persosned expenses for the year ended 2014

Permonnel espermes defermed 8o 3015 and later

_H‘W'“‘ _HBV-‘ i et

CHF millan 204 pice years Total 204 o yran Tatal
Performance aveands

Lash perfomance avards 1822 (108 R 0 0 [
Deferred Contingent Capial Plas [DECP) 155 94 ET mn 3 =]
Defaned cash plares (0P and cther cash plans} N 0 12 i 0 B 1
Equity Owmership Plan (EOP! SEECF) - UBS shares 215 rm 659 458 57 &5
Inzentise Performance Plan (109 N o b1] Mo (N 0 0
Tetal UBS share plare: 215 &5 650 458 57 &2
Equity Owmerzhip Plan (EOF) - noticnal fusds. M ] 5 % n &
Tatal perfarmance awards 2116 804 1,820 807 Tae 1,601
Variahle compensation

Vatizble compensation — ather %0 06 455 e T 547
Finamcial advisor ompeszation — cash saymesss 1358 o 1,305 [ 0 [
Compensatios commi=ents with secruited fisandal adisos 11 [+ 65 24 08 1582
GrowstPles and oster defersal plans 1] 152 LTI 1 [+ T
UBS share plars n 5 B 4 iree 184
Wéealth Manage=cet Americae: Fisancial advisor compeneatios” 1519 [T 3,385 754 LT 1481
Tatal 5015 1,656 6,671 1,888 3,863 5731

1 Tl shares bersedl personel rlﬂ'lni
CHF &5 miflion, hd soctal seaurtsy costs of CHF 41 mifion and otter

hu,--isln—hmllmmwdnmdmm#dmrmm Dmnerhiz Fin - nofional faads of

Varkasie = iher) of CHF 3 milion. 2 incherdes

which C=F 70 millkon redaced 12 prior ears, forfefane cedits of CHF 70 milkoe il miaird oo
iz which CHF 706 milban nelwied to prior peas). 3 Inchres DOCP ineress expense
awards 113 and 2012 I 2004 and 2003, = FAnancil advar

paymenis of CF €1 millkn (of

years, sewmance paymerts o CHF 162 million jai related 10 3014) and refertion plan 232 ctber paymerts of CHF 250
CHF 121 rr.uh umuﬁmmnﬂumﬂ. 4 Inhusies DOCP inberes? ewpenss of CHE 161 milan for DOCP

ampersation cakkted on francl adar productivey, T benvave, sets and wher

limn:hhd-pﬂdumz-um CTAtReT Wi finarcial advisers enered inta 2 fhesne of
ol the balance shee dase.

repkTenE whith ane wsiers to setng requirenetts Amouns seieded as delemed Sqponaes IRpRSE the mEdTun Selered eqEELe

During 2015 and 2014, UBS AG accelerated the recognition of
expenses for certain deferred compensation arrangements relat-
ing to employess that were affected by restructuring programs.
Based on the redundancy provisions of the plan rules, these
employess retain their deferred compensation awards. However,
as the employees are not required to provide future senice, com-
pensation expenss relating to these awards was accelerated o
the termination date based on the shortened service period. The
amounts accelerated and recognized relating to share-based pay-
ment awards in 2015 and 2014 were CHF 9 million and CHF 38

4

millicn respectively, and the amounts related to deferred cash
anards were CHF 10 million and CHF 25 millicn, respectively.

LBS AG also shortened the service period for certain employ-
eas in accordance with the mutually agreed termination provi-
sions of their deferred compensation awards. Expense recognition
was accelerated to the termination date. The amounts acceler
ated and recognized relating to share-based payment awards in
2015 and 2014 were CHF & million and CHF 11 million, respec-
tively, and the amounts related to deferred cash awards were CHF
11 million and CHF & million, respectialy.
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Mote 29 Equity participation and other compensation plans (continued)
Persannel expenses - Recognized and deferred

Persoenl expesses for the year e=ded 2013 Personnel expereses defemed fo 2014 and laser

_HE"""" HHE“'-" ) )

sdes et provr
CHE milfon 13 piar years Total 013 e — Tatal
Performance avwands
Lash perfrmance avards 1842 (£ 1812 0 0 0
Defermed Contingent Capital Plam [DCCPY 152 % 48 48 1o 58
Defaned cash plares (0P and cther cash plans} N 3 53 B 1 i 18
Enuity Ownership Plan (EOP! SEEQF) ~ LIBS shares 150 S5 656 520 n? L-r
Ferformance Equity Plan (FEF) N 0 3 L 0 0 0
Incentive Perfarmance Plan (IFF) - 0 33 R [ o H
Tezal UBS share plare 150 o =k 530 el 48
Equity Ownership Plan (EQF) — notional fusds 15 L] ™ ar 36 PE]
Total performance awards 2,308 (13} 2,008 12 B06 1,518
Variahle compensation
Vaviable sompenztion — other 152 13 my £ =T T
Finandal advisor compessation — cash paymests 2219 1] 2219 Li] ] [}
Compemsatios commi=ents with seeruited firandal adisos n B 6 440 o8 154
GrowstPles and oster defersal plass 62 122 (-7 0 LT &
U5 thare plare n ] L 45 165 0
‘féealth Manage=e=t Americas: Financial advisor compereatios” 2314 86 3,140 552 281 3419
Total 4,781 1,823 B414 1,844 3 Ey SET8
e A L T e
ot which CHE T2 redllon rebated o prioe pearsd, =ottare coedits of CHF 46 milio (2l nelased to prioe peacs), sevesance paments of CHF 114 il Gl efated oo 290130 ane setension plan and other pasmens of CoF
DeCh avants 015 g 201 P “""“"M-Wﬂ“"‘“ - "’:ﬂ’.ﬁﬁmmm“ oy v i s gt crpetion
@lnkied bawd o1 nﬂdﬁpﬂqlmnﬂ-ﬂd‘ hdnkdzp flnarcial adwsors emed Inio at the time of redqukTen:
which are subjed 10 wsTing reg T - 1t mﬂlndﬂllﬁnﬂﬂl
Additional disclosures on mandatory, discretionary and woluntary  recognized as personned expenses over a weighted average pesiod
share-based compensation plans (induding motional funds of 1.9 years. This includes UBS share plans, the Equity Cwnership -
granted under EOF) Mlan {notional funds), other varizble compensation and the Equity g
The total share-based personnel expenses recognized for the Plus Plan. Total deferred compensation amounts included in the b
years ended 31 December 2015, 2014 and 2013 were CHF 1,028 2015 table differ from this amount as the deferred compensation EE
millicn, CHF 998 millicn and CHF 1,042 million, respectively. This amounts also indude non-vested awards granted in February E'E
indudes the current period expense, amortization and related 2016 related o the performance year 2015. SE

social security costs for awards issued in prior periods and perfor-
mance year expensing for awards granted to retirement-eligible
employess where the terme of the awards do mot require the
employes to provide future services.

The total compensation expenses for non-vested share-based
awards granted up to 31 December 2015 relating to prior years to
be recognized in future periods is CHF 553 million and will be

Actual payments to participants in cash-settled share-basad
plans, induding amounts granted as notional funds issued under
the EOP, for the years ended 31 Decemnber 2015 and 2014 werz
CHF 98 million and CHF 90 million, respectively. The total carmy-
ing amount of the liakility related to these plans was CHF 170
million as of 31 December 2015 and CHF 143 million as of
31 Decemnber 2014,
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

Mote 29 Equity participation and other compensation plans (continued)

) Movements during the year

UBS share and performance share awards

hbiovements in WBS share and notional share awards were as follows:

L85 share awards

Cuistanding, at the beginzing of the year
Shanes awarded during the year
[istrikutions during the year

Farfeited during the year

Traresder o LIES Group AG

Dutstanding, at the end of the year
cefwitich shares verled fiov soooemiing puvposes

Weighted Wizighind
Number of  average grant Number of awerage gaant
shares falr shanes air
2018 walue [CHF) 04 walue [CHF)
467,048 15 1B6,EA3 400 15
250,3M 17 SERS1EN L]
[(279.415) 15 (65,521,325} L]
(20,328 18 (&,R55,007} L]
_ | tesna7Tn 15
427442 8 457840 15
138,508 2,546

The fair value of shares that became legally vested and were distributed {i.e., all restrictions were fulfilled) during the years ended 2015
and 2014 was CHF 1,443 million and CHF 1,269 million, respactively.

d) Valuation

UBS share awards

UBS AG measures compensation expense based on the average
market price of the UBS share on the grant date = quoted on the

SIX Swiss Exchange, tsking into consideration post-vesting sale
and hedge restrictions, non-westing conditions and market condi-
tiors, where applicable. The fair value of the share awards subject
to post-vesting sale and hedge restrictions is discounted based
upan the duration of the post-westing restriction and is referencad

706

to the cost of purchasing an at-the-money Eurcpean put option
for the term of the trarsfer restriction. The weighted average dis-
count for share and performance share awards granted during
2015 is appraximately 16.7% (2014: 12.9%) of the market price
of the UES share. The grant date fair value of notional UBS shares
without dividend entittements also indudes a deduction for the
present value of future expected dividends to be paid between
the grant date and distribution.
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MNote 30 Interests in subsidiaries and other entities
a) Interests in subsidiaries

UBS AG defines its significant subsidiaries as those entities that,
either individuzlly or in 2ggregate, contribute significantly to UBS
AL finandial position or results of operations, based on a num-
ber of criteria, induding the subsidiaries” equity and their contri-
bution to UBS AG's total assets and profit and loss before tax, in
accordance with the requirements set by IFRS 12, Swiss regula-
tions and the regulations of the US Securities and Exchange
Commission {SECL

Individually significant subsidiaries as of 31 December 2015

Company Resgistered offics

UBS Americas Holding LLC ‘Wilmizglon, Delbaware, US4
UBS Barik LA St Lake City, Utah, USK
UBS Fnancial Services inc. Wilmisgion, Debaware, US
LES Limited Londun, Usited Kingdo=
UBS Securities LLC Wilmisgion, Debaware, US
UBS Switzerland AG Zerich, Switzerland

EDINETOOOO
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Individually significant subsidiaries

The table below lists UBS AGS individually significant subsidiaries
a5 of 31 December 2015, Unless otherwise stated, the subsidiar-
ies listed below have share capital consisting sclely of ondinary
shares, which are held fully by UBS AG, and the proportion of
owmership interest held is equal to the voling rights held by UBS
AG. The country where the respedive regstered office is located
is also generally the principal place of business.

Frimary besinezs division Shave cagital in milion lated in %
Corporate Casser D 1,200.00 1000
Wealth Manage=ent Americes D o 1000
Waalth Manage=ent Americas D oo 1000
Imvestment Back cer 1EE 1000
Imvestment Back [T/ T R 1000
Persanal & Comorate Banking o 100 100.0

1 Cormprisad of common shase captal of USD 1,000 and noteoiing pefered sham apkal of USD 1,/00,000,000. 1 Comprised of commen shase capkal of USD 100,000 and ronvoiing prelesed share cpil of

LED: 1, 363,000,000,

In 2015, UBS transferred its Personal & Corporate Banking and
Wealth Management business bocked in Switzerland from UBS
A to UBS Switzerdand AG, a newly formed bank subsidiany.

= Refer to Note 32 for mone information

LIBS Americas Holding LLC, UES Limited and UBS Switzerland
AG are fully held by UBS AG. UBS Bank USA, UBS Financial Ser
vices Inc. and LBS Securities LLC are fully held, directly or indi-
recthy, by UBS Americas Holding LLC.

o7
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Consolidated finandial statements

Notes to the UBS AG consolidated financial statements

MNote 30 Interests in subsidiaries and other entities (continued)

Cther subsidiaries

The table below lists other subsidiaries that are rot individually sigrificant bt that contribute to UBS AG's total assets and aggregated
profit before tax threshiolds and are theraby disclosed in accordance with the requirements set by the SEC.

Orther subsidiaries as of 31 December 2015

EDINETOOOO
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. . s R Equly irinst
Company Rrgistered office Frimary besiness diviion Share capital in milion acumulated in %
Topeard Sendce A5 Gattbrugy, Switmdand Fersanal & Corporate Banking CHF (] LTl
LS (rafa) Spa hias, Italy \ealth Manage=ent EUR 5.0 1000
UBS (Lememboungh LA, Lusembourg, Lusesbaurg \Wealth Manage=ent CHF 1500 LTl
LUBS Americars Inc. ‘Wilmizglon, Delaware, US4 Corporaie Ceater uso o1 1000
LS Asset Management {Americas) inc. ‘Wilmizgton, Delawaee, US4 Azt Manage=est UED Gl Ll
LS Asset Maragement {Australia) Lid Sydney, Austialia Azt Manage=est AUD kiRl 1000
UBS Azset Management {Dewtschland) GmbH Fraskdert, Germany Azt Manage=est EUR kA Ll
LBS Asset Management {Hong Eong) Limited Hang Eong, Hong Kong figat Manage=est HED 1500 1000
UBS Asset Management {lapan) Lid Takyo, kapan Azt Manage=est . 2,200, LTl
LBS Asset Management {Singapone) Lid Singapone, Singapone figunt Manage=est SG0 40 1000
LS Asset Management {LIE] Lid Landan, Usited Kingdos Azt Manage=est GEP 1250 Ll
LS Asset Management &G Terich, Switcerland Azt Manage=est CHF ol 1000
UBS Australia Holdings Py Lsd Sydney, Australia Imeestment Bank AID 457 Ll
UBS Bank, S.A. Wadrid, Spain \ealth Manage=ent EUR 972 1000
LS Beieifiguags-GmbH & Co. KG Fraskdert, Germany \Wealth Manage=ent EUR L Ll
UBS Card Center AG Fattbrugy, Switzesland Fersanal & Corposate Banking CHF ol 1000
UBS Condit Conp. ‘Wilmizgton, Delawaee, US4 \Wealth Manage=ent Americas UED Gl Ll
LS Deutschiand AG Fraskdert, Germany \ealth Manage=ent EUR 1760 1000
UBS Fend Advisor, LLC. ‘Wilmizgton, Delawaee, US4 \Wealth Manage=ent Americas UED Gl Ll
UES Fend Mangemest [ Lememboeng) 5.4, Lusemioury, Lusesshaung Azt Manage=est EUR 130 1000
LS Fend Mangemes? (twitzedand) A Barsal, Switmeshind Azt Manage=est CHF 1. Ll
LUES Heddge Fund Solusions LLC ‘Wilmizglon, Delaware, US4 Azt Manage=est uso ol 1000
LS ieafia SiM Spi Milas, italy Imeestment Bank EUR 5.1 Ll
LS O'Consor LLC Diaves, Delaware, 154 At Manage=est uso 1.0 1000
LS Beal Extate Securities inc. ‘Wilmizgton, Delawaee, US4 Imeestment Bank UED (1] Ll
LS Realty Irvesions LLC Bonton, Massachusatts, LS Azt Manage=est uso a0 1000
UBS Securities (Thailand) Led Baqlok, Thailand Imeestment Bank THE S00.0 Ll
UBS Securities Aestrafia Lid Sydney, Austialia Imeestment Bank AUD kS 1000
UBS Securities Canada fac. Taroase, Canada Imeestment Bank CAD 1] Ll
LS Securities Espafia Sociedad de Vlones 54 hadrid, Spain Imeestment Bank EUR 15.0 1000
UBS Securities india Private Limited Mumbai, Inda Imeestment Bank INR 140 Ll
UBS Securities Japas Co., Lid Takyo, lapan Imeestment Bank 4] 45,430.0 1000
UBS Securities Pe. Lod. Sngapore, Singapone Imeestment Bank en] A4 Ll
UBS Services LLC ‘Wilmizglon, Delaware, US4 Corparate Ceater uso o1 1000
UES South Africa (Praprietary] Limited Sandaon, Soeth Africa Imeestment Bank Z4R Gl LTl
LS Tnest Company of Puerto Rico Hain Rey, Fuerio Rico \Wealth Managesent Americas uso ol 1000
LS UK Properties Limited Landan, Usited Kingdos Corparate Canter GEP 1330 L]

| Indazes & rominal aTerant seatng o mdeemable peiteie e
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MNote 30 Interests in subsidiaries and other entities (continued)

Charges in consolidation scope

Dwring 2015, a numiber of subsidiaries were incorporated im onder
to improve the resclvability of UBS AG in respanse to too big to
fail requirements, namely UBS Americas Holding LLC, UBS Swit-
zerland AG and UBS Asset Management AG. LBS Fund Services
{Cayman) Lid and a few smaller subsidiaries of Asset Manage-
ment were removed from the scope of consolidation as part of
the sale of the Alternative Fund Services business.

MNon-controlling interests

As of 31 December 2015 and 31 December 2014, non-contralling
interests were not material to UBS AG. In addition, as of these
dates thers were no significant restrictions an UBS AG's ability to
acress or use the assets and settle the lishilities of subsidiaries
resulting from protective rights of non-controlling interests.

= Refer to the “Statement of changes in equity” for more
infarmation

Consolidated structured entities

UBS AG consclidates a struchured entity (SE) if it has power over
the relevant activities of the entity, exposure to variable returns
and the ability to use its power to affect its returns, Consolidated
SEs include certain investment funds, securitization vehicles and
dient imvestment vehicles. UBS AG has no individually significant
subsidiaries that are SEs.

Imvestment fund 5Es are generally consclidated when LES AGs
aggregate exposure comibined with its decisiom making rights
indicate the ability to use sudh power in a principal capacity. Typi-
cally UBS AG will have decision making rights as fund manager,
earning a management fee, and will provide sead capital at the
inception of the fund or hold a significant percentage of the fund
units. Where other investors do not have the substantive ability to
remove UBS AG as decision maker, UBS AG is desmed to have
control and therefore consaolidates the fund.

Securitization SEs are generally consolidated when UBS AG
holds = significant percentage of the asset backed securities
issued by the 5E and has the power to remove without cause the
servicer of the asset porifolio.

Client imvestment 55 are generally consolidated when LIBS AG
has a substantive liquidation right over the 5E or a dedision right
over the assets held by the SE and has exposure to variable returns
throwgh derivatives fraded with the SE or holding notes issued by
the SE.

In 2015 and 2014, UBS AG has not entered into any contractual
obligation that could require UBS AG o provide financial support
to consolidated SEs. In addition, WES AG did not provide support,
financial or othenwiss, to a consolidated SE when UBS AG was not
contractually obligated to do so, nor has UBS AG an mtention to do
50 in the future. Further, UBS AG did not provide support, financal
or othenwise, to a previously unconsolidated SE that resulted in UBS
AG controlling the SE during the reporting period.
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

Mote 30 Interests in subsidiaries and other entities (continued)

b) Interests in associates and joint ventures

Asof 31 December 2015 and 2014, no assodate or joint verture  of cash dividends or to repay bans or advances made. There
was individually material to UBS AG. In addition, there were no  were no guoted market prices for any associates or joint ven-

significant restrictions on the ability of associates or joint ven-  tures of UBS AG.
tures to transfer funds to UBS AG or its subsidiaries in the form

Investments in associates and joint ventures.

CHF milfion H.12.15 1204
Carrging amaount af e beginning of the year 27 B2
Additions 12 1
Disposaks 4] (F3]
‘hane of compreternsive income: 151 103
o wikich: share of net prafit™? fag a4
o wiich: sham of other compeabersive income’ (18} L]
[Dividen ds recrived (114} (54
Fareign cemency translation (20} L]
Carrying amowst at ihe end of the year 954 @7
o wiich; amsociates 229 200
of wiich: IS Securities Co. Limted, Bajing 411 404

of wiich: SIX Groap AG, Zimich’ 413 S0

of which: ather anmeciates fod £l

o witich; joint venfwes 29 7

1 Far 2015, corstats of CHF 153 milkon hom assochies and CHF 111 milfion from ol ventures. For 3014, consiss of CHF B3 milkon iem assctabes and CRF 11 million from jolet wenbwes. 2 b 3005, the S0
sodd Hs I ST L sl inded o Lisl The LB share of the resulfing galn on sabe s C5F 31 millon. 3 For 3015, conses of C4F {169 million from assodases ang O-F & miflion from joint venteres. For 201
ok of CHF 8 millon fom associsies and CHF O mlllon from joist wenaees.  Durieg 3005, UBS &5 equity Inberest Inaeassd bo 24.39% (90.0% a5 of 31 Decomber 3014} = UBS AGs equily Iriesest amoumis
o 17 3% UES.AG s representied on the Baard of Dinescion.
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MNote 30 Interests in subsidiaries and other entities (continued)
o) Interests in unconsolidated structured entities
During 2015, UBS AG sporsored the creation of various SEs and The table below presemts UBS AGT interests in and maximum
interacted with a number of non-sponsored SEs, induding securi-  exposure to loss from wnconsolidated SEs as of 31 December
tization wehicles, dient wehicles as well as certain investment 2015, In addition, the total assets held by the SEs in whidh UBS
fumds, which UBS AG did not consolidate as of 31 December  AG had an interest as of 31 Decamber 2015 are provided, except
2015 because it did not control these entities. for imvestment funds sponsored by third parties, for which the
=+ Refer to Mote 1a ftem 3 for more information on the nature, carryirg value of UBS AG's interest as of 31 December 2015 has
purpose, activities and finanding structure of these entities been disdosed.
Interests in unconselidated structured entities
FTRFRT]
Securitization et Investment Maximum
CHF millfon, erepd where indioated vehitles vehides funds Total exposure to loss!
Trading partioko st 1.080 453 6102 7624 7624
Ponither: repiacement -2l es - i (T 57 00 200
Finamcial anees dosigrated at fair value : o : o7 1,636
Leam : o 0 101 101 101
Finamcial isvestmests asailable-for-sae : 139 102 1408 1,400
Crher ausete : o a5 0 45 017
Tatal asset 1,101 4,102 5,362 11,565
Hegatie replacement valze: 0 611 0 61 19
Tatal llabilities 0* 611 0 61
Assets held by the uncomsolidated structured entitles in which UBS AG
had an interast [CHE billlon) 141* 4y 1200
31214
M millan, except whare indicated wehicies wehicles fuds Total Emposure ko boes!
Trading partiofc asets 1,955 676 2079 w07 TR IT]
Povither: replanement -l ues » (1] 7 " 111
Finamcial amsets desigrated at fair value 15 102 m 2422 -
leams : 56 o 206 Tz T2 g
Finascial isvestmes2s awilabie-for-sale : 4,029 54 4123 41 is
Coher asiets : 53 : 51 1,48 23
Total assets AT 4,995 B8z 15,525 2 E
Hngaties replacemant vaims 2450 1] 75 mw 2 g&
Total llabilities 245 F1] 75 W
Assets held by the uncomsolidated structured entitle: in which UDS AG
had an imterest [CHE billlon) 155 1y D

1 Far perposes of 1his disdesune, masimenm epane i kes Aot &0 nt oonsider the risbaedecing efleds of oollaiesal or other oedt enhancerens. Srpresons e vl of loan oo, both
desigagied o fak vaue and bedd of amorized oosr. The mendmum epesung 10 ioes for thise nsmamens & tnihe notional amoust. 3 As of 31 December 3015, CHF 08 o the CHF 1.1 billon was heldl I
Corpaime Cenier = Honeaom and Famiolio Az of 31 Deoember 3004, CHF 2.3 Gillon of the CHF 1.8 mi el [0 Covpasne Cenler = Honecom and Fostoln  + Comprised of oedk Zefack saap
(C05) Mabiioes and other swap Thee easimam exposere 1o fogs b COS s equal o e sem ool the negacte ‘aier and the notional amount For other wwae lasilTes, no mandTam capoEne  bs 5
mpaned. = Extirely held n Coporne Center = oo and Foiole & peneipal amart ] the marke? vale of tnfal dmeefs. o Repasents the net aset valoe of the
[esestmert funds by LB i 31 IDecormber 20015: CHF 310 | F084; CHF 396 bilion) and the camying of LIS &GS Intesests b the investment fumds nof spomsond by 1UBS (31 Deoome
e 2015 CKF 00 billion, 31 Ceoember 7101& CHF 8 billon)

m

541/636



Consolidated finandial statements
Notes to the UBS AG consolidated financial statements
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MNote 30 Interests in subsidiaries and other entities (continued)

UBS AG retains or purchases intenests in unconsolidated SEs in
the form of direct investments, finandng, guarantees, letters of
credit, derivatives and through management contracts.

For retained interests, UBS AGQS masimum exposure to boss is
generally equal to the carmying value of UBS AGS intersst in the
SE, with the exception of guarantess, letters of credit and credit
derivatives for which the contract’s notional amount, adjusted for
losses already incurred, represents the maximum loss that LUBS AG
is exposed to. In addition, the current fair value of derivative swap
instruments with a positive replacement value only, such as total
return swaps, is presented as UBS AG's maximum exposure fo
loss. Risk exposure for these swap instruments could change over
time with market movements.

The maximum exposure to loss disdosed in the table on the
previous page does not reflect UBS AG's risk management activi-
ties, including effects from finandial instruments that UBS AG may
utilize to economically hedge the risks inherent in the unconsaoli-
dated SE or the risk-redudng effects of collateral or other credit
enhancements.

In 2015 and 2014, UBS AG did not provide suppart, financdial
or othenwise, to an unconsclidated SE when UBS AG was not
contractually obligated to do so, nor has UBS AG an intention to
do s in the future.

In 2015 and 2014, income and experses from interests in
unconsolidated SEs primarily resufted from mark-to-market move-
ments recognized in net trading income, whidh have generally
been hedged with other financial instruments, = well as fes and
commission income received from UBS sponsored funds.

Interests in secunitization vehicles

As of 31 December 2015 ard 31 December 2014, UBS AG
retzined interests in warious securitization wehicdes. As of
31 December 2015, a majority of our interests in securitization
wehides related to a portfolio of oedit default swap (CDS) posi-
tiors referencing asset-backed securities (ABS), whidh are held
within Corporate Center — Mon-core and Legacy Portfolio. The
Imvestrment Bank also retained interests in securitization vehicles
related to financing, underwriting, secondary market and deriva-
tive trading activities.

Tz

In some czses UBS AG may be required to absorb losses from
an unconsolidated SE before other parties because UBS AGS
interest is subordinated to others in the cwnership structurs. An
overview of UBS AGE interests in unconsolidated securitization
wehides and the relative ranking and external credit rating of
those interests as of 31 December 2015 and 31 December 2014
is presented in the table on the following page.

= Refer to Mote 1aitems 3 and 12 for more information on when

LUBS AG is viewed as the sponsor of an SE and for UBS AG's
accounting policies regarding securitization vehicles established
by UBS AG

Interests in chient vehicles

A5 of 31 December 2015 and 31 December 2014, UBS AG
retained interests in client vehides sponsored by UBS AG and third
parties that relate to finandng and derivative activities and to
hedge structured product offerings. Induded within these inwest-
ments are securities guaranteed by US government agendes.

Interests in investrmant funds

UBS AG holds interestsin a mumber of investment furds, primarily
resulting from seed investments or to hedge structured product
offerings. In addition to the interests disclosed in the table on the
previcus page, UBS AG manages the asseits of various pooled
investment funds and receives fees that are based, in whole or
part, on the net asset value of the fund andfor the performance
of the fund. The spedfic fee structure is determined based on
various market factors and considers the nature of the fund, the
jJurisdiction of incorporation as well as fee schedules negotiated
with dlienfs. These fee contracts represent an interest in the fund
as they align UBS AG'S exposure to investors, providing a variakble
return that is based on the performance of the entity. Depending
on the structure of the fund, these fees may be collected directhy
from the fund assets and/or from the investors. Amy amounts due
are collected on a regular basis and are generally badked by the
assets of the fund. UBS AG did not have any material exposure to
loss from these interests as of 31 December 2015 or as of
31 December 2014,
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MNote 30 Interests in subsidiaries and other entities (continued)
Imterets in unconsolidated seouritization vehiches!
1218
Retidential ‘Commencial
morigage- mortgage- Odher
bascked Buasched asset-backed Be-securitl-
CHF millen, escep where indicated securities securities securitiest atian® Tetal
Sponsored by UBS AG
infesests s senice Sranches o 54 o 12 o
o il aaed imeeniment gonde 5 [ 54
o wihich: defacitod 1 12
Intpeesk: in merzanine rasches I 7 o 1] 1w
o which: sted invertment grede § T
off witilhr aedted nub-iovestmant grade F3 2
o wkich: e facitod 1 1
Total I 1] o 13 b
o which: Tading portialc srsms L] 61 o 12 7
Total asgets held by the vehides In which UBS AG had an interest (CHF billion) [ Fi] L] 1 9
Hol sponsored by UBS A5
Inteests i= senior teanches. e Bh 383 1 a7
o which: sted invertiment grade 204 ETE] 40 2
Inteeests i merzmsine trasches L1 17 17 1] 0%
o which: sated invertiment grade L3 1 17 ] a2
o izt defacitod ¥ ¥
nterests is jusior tranches 1 3 o o 14
off witich: raded invertmint grace 11 o 11
o which: not rated o L] ]
Todal 356 BE 400 1 ouy
o wkich; Tading portfalc arsmts 155 £ F] 140 1]
Total asgets held by the vehicles In which UBS AG had an isterest (CHF billion) L3 ay B 1 109
| This tabla exclazies derhvathe: tiaaimction: whh seauramion vtk - adeses coed cand car and sude: ko Inchudes oo lersl od det £
@
3
3=
:
S&
713
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

MNote 30 Interests in subsidiaries and other entities (continued)

Irterests in unconsolidated securitization vehicles' (ontinued)
EIRFRE]

=artgage- ez Cetar
Backed backed asset-backed Re-securiti-
CHF milfon, e whene indioated securities wmoerges securities’ mtion” Total

Sponsored by UBS AG

inteests in senior ranches 0 5%
o whick: sted ineesiment grade : ] L] ! LT
o wick: dlafauied :

lesests i= mezzanine trasches : 1 16 0
of whick: sted ineesiment grade : 7
o wikick: afauied : t i
o whick: ot rated ; &

Tatal 1 = a2
o which: Fading partialo srsets { i f 14 &
o which: Loans 291 81

Total assets held by the vehides In which UB% AG had an interest [CHF Billlon) i id

muﬁﬂmsﬁ

E

b
a4

ot sponsoned by URS AG
Intesests im senior teanches.
of wiich: mted inveniment grade
o wiiclh sted sub-investment grade
Iniesesks in merzanine irasches
o wiich; ated ineesiment gode
of witich: mted suf-investmont grade
o witich defasdied
Inierests im junior franches.
o wiich; ated imeertment gode
of witich: mted sub-iovestmont grade
o witich defasdied
of witch: not rated
Tatal
of which: Trading partiolo snms
o witich: Loans
Total aseets held by the vehickes In which UBS AG had an interest (CHF hilllion) 15
1 This table exthedies derivattve Tamactions wih ssarfiznion verides  » induses cedt crd, ar and sude b

-]
=]

132
1318

. -R-

m 53

457

za-uEBa Nl
- of
wontB -2
LY

-
-

m 1,942
225 1885

Bfacag2acBE.8

{
Glettloa
EeEE

{2 e oy
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MNote 30 Interests in subsidiaries and other entities (continued)

Sporsoned unconsolidated structured entities in which UBS AG
did mat have an intenest

For several sponsored SEs, no interest was held by UBS AG as of
31 December 2015 or as of 31 December 2014, However, during
the respective reporting period UBS AG trarsferred assats, pro-
vided services and held instruments that did mot qualify as an
interest in these sponsored SEs, and accordingly earmed income or
incurred expenses from these entities. The table below presents

the income earned and expenses incurred directly from these enti-
ties during 2015 and 2014 as well a= comesponding asset infor-
miation. The table does not incdude income earned and expenses
incurred from risk management activities, including income and
expenses from financial instruments that UBS AG may utilize to
economically hedge instruments transacted with the unconsoli-
dated SEs.

Sponsored unconsolidated structured entities in which UBS AG did not have an intenest at year end’

A of or for The pear ended
FTRERT]

Seamillzation Investment
CHF millan, except whare indicated wehiches  Cllent vehiche: fuerds Total
Met interest indmme 2 (1) 0 (10
Wet fee and commizzion izcome o 0 57 L5
Met rading incmme 18 108 48 7
Total Income m 187 104 321
Asset information (CHF billion} [ 1 124

A of or for The pear ended
MA214
Cpcuritizafinn Irvepstment

W millan, except whare indicated wwhices  Clientvetickes funés Tatal
Mt inbesest income & 3] (44
Wet fee 2nd commizzion iscome : : 5 7]
Met trading income @ (158 0 %)
Tatal Incame (] [208) (7] %)
Asset infarmation (CHF billioa} & n 14
I"ﬂ'ﬂhﬂ:ﬁlﬁ#‘lﬂhb mdﬂ!nnﬁhﬁpﬂﬂil mi-'l]llﬂDIF I-ﬂrrlh‘h’ﬁp’-ﬂﬂ 31 Decercher 2014, 2 mﬂ'lruﬂ:lf
msets rarshered to he searfizrion vebdes O ihe sotal 3 billon was h«mmalmmtuﬂﬂu-ﬂmﬂﬂ--:mﬂ-ﬂqﬂu

31 December 3014 O5F 3

:.n-p-stﬂmumunmmmmhuﬂmuﬂ-d.W|mumh«mmm Decercber 2014: CHF 1

234 CHF | illlon was fransferved by thisd pasies {31 Decermber 3014; CHF | billon). Py

ot e of the
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MNote 30 Interests in subsidiaries and other entities (continued)

During 2015 and 2014, UBS AG primarily earned fees and rec-
ogrized net trading income from sponsored SEs in which UBS AG
did niot hold an interest. The majority of the fee income amse
from imvestment funds that are sponsored and administrated by
UBS AG, but managed by third parties. As UBS AG does not pro-
vide any active management services, UBS AG was not exposed to
risk from the performance of these entities and was therefore
deemed not to have an interest in them.

In certain structures, the fees receivable for administrative pur-
poses may be collected directly from the imvestors and have there-
fore not been induded in the table above.

In addition, BS AG incurred met trading income from mark-
to-market movernents arising primarily from derivatives, such as
interest rate swaps and credit derivatives, in whidh UBS AG pur-

Mote 31 Business combinations

chases protection, and finandial liabilties designated at fair value,
which do not qualify as interests because UBS AG does not absarb
varizhility from the performance of the entity The net income
reported does not reflect economic hedges or other mitigating
effects fram LBS AG's risk management activities.

During 2015, LUBS AG and third parties transferred assets total-
ing CHF 9 hillion (2014: CHF & hbillian) into sponsored seouritiza-
tion and diient vehicles created in 201 5. For sponsored investment
funds, transfers arcse during the pericd as investors invested and
redeemed positions, thersby changing the overall size of the
funds, which, when combined with market movements, resulted
in a total dosing net asset value of CHF 12 billion (31 December
2014: CHF 14 billion).

In 2015 and 2014, UBS AG did not complete amy significant business combinations.
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Mote 32 Changes in organization and disposals

Measures to improve the resolvability of the Group in
response to too big to fail requirements in Switzerland
and other countries in which the Group operates

In Decamber 2014, UBS Growp AG completed an exchange offer
for the shares of UBS AG and established UBS Group AG as the
holding company for UBS Group. During 2015, UBS Group AG
filed and completed a court procedure wunder article 33 of the
Swiss Stock Exchange Act (SESTA procedure) resulting in the can-
cellation of the shares of the remainirg minority shareholders of
UBS AS. As a result, UBS Group AG now owns 100% of the
outstanding shares of UBS AG.

In June 2015, UBS AG transferred its Personal & Corporate
Banking and Wealth Management business booked in Switzer-
land to UBS Switzerand AG.

In the second guarter of 2015, UBS AG also completed the
implementation of a more self-suffident business and operating
model for UBS Limited, its imvestment banking subsidiary in the
UE, under which UES Limited bears and retains a larger propor-
tion of the risk and reward in its business activities.

Also during 2015, UBS AG established a new subsidiary, UBS
Americas Holding LLE, which UBS AG intends to designate as its
intermediate holding company for its US subsidiaries prior to the
1 Juby 2016 deadline under new rules for fonsign banks in the US
pursuant to the Dodd-Frank Wall Street Reform and Consumer
Protection Act {Dodd-Frank). During the third quarter of 2015,
UBS AG contributed its equity participation in the primcipal US
operating subsidiaries to UBS Americas Holding LLC to meet the
requirement under Dodd-Frank that the intermediate holding
company own all of our US operations, except branches of UES
AL

Lasthy, UBS AG also established LUBS Asset Management AG, 2
new subsidiary, in 2015.
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Sale of subsidiarias and businesses

In 2015, UBS AG =old its Alternative Fund Services (AFS) business
to Mitsubishi UF) Finandal Group Imvestor Services. The Asset
Managemeant rvestrment Fund Services business, which provides
fund administration for traditional mutual funds, was not included
in the sale. Upon completion of the sale, UBS AG recognized a
gain on sale of CHF 56 million and reclassified an assodated net
foreign currency translation gain of CHF 119 million from Other
comprehensive income to the Income statement.

Also during 2015, UBS A5 completed the sale of certain sub-
sidiaries and businesses within Wealth Management, which
resulted in the recognition of a combined gain of CHF 197 million.

Finalty, in 2015, UBS AG agreed to sell certsin busimesses
within Wealth Management and these sales are expected to dose
in 2016 subject to customary dosing conditions. As of 31 Decem-
bber 2015, the assets and liabilities of these subsidiaries and busi-
nesses were presented as a disposal group held-for-sale within
Other assets and Other lizbilities and amounted to CHF 279 mil-
lion and CHF 235 million. respectively. UBS recognized a boss of
CHF 28 million in 2015 related to these sales.

Restructuring expenses

Restructuring expenses arise from programs that materially
change either the scope of business undertaken by UBS AG or the
mamner in which such business is conducted. Restruchuring
expenses are temporary costs that are necessary to effect such
programs and include iterns such as severance and other person-
nel-relzted expenses, duplicate headoount costs, impairment and
accelerated depreciation of assets. contract termination costs,
consulting fees, and related infrastructure and systern costs. These
costs are presented in the income statement according to the
underlying nature of the experse. As the costs assodated with
restruchuring programs are temporary in nature, and in onder to
provide a more tharough understanding of business performance,
such costs are separately presented in this Mote.
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

Mote 32 Changes in organization and disposals

Mt restructuring expenses by business divison and Cotporate Certer unit

Far the year eaded
CHF millan HALIS FTRERT 11212
Véealth Manage=cet m 185 178
Vieaith Manage=pet Americas - 137 L L
Persanal & Corparate Banking - o () o
dmsel hasagamass - n 50 a
freemt=nt Back - 06 1 0
Congorate Center - 184 4] m
cefwhich: Services - 128 n 7]
e whick: Mon-core and Lagacy Partial - [’H 1] BI14
Tatal net restructuring expenses 1233 &n T
o witich: parsoani eaponser 458 ur 158
o which: general and sdministative cxpenres - o0 (1T e
o whisk: danvesiztian and impaimment af moperty squizmant and rofware - 12 m 7]
oo whick: smovtization and impaiment of intangibie arsis - 2 2 [
Met restrictisring expenses by personne| expense category
Far the year eaded
CHF millian FTRERL FTREET 11212
Salies L 145 &5
Variable comy pers awards - m L {15
Variakike compenzzation — other - 108 128 =
Comtractors - T n 3
Social spaurity - [ 4 5
Pensian and other pest-emgloyment benefit plass - (88} {29} [
(e pesonnel expenses. - 15 & 3
Tatal ned restructuring expenses: personnel expenses 450 m 156
For the year eaded
CHF millan HALIS ETRERT 311212
Ocrupangy 100 5 =
Rent and =aintenasce of T and ather equizment - n o n [
Ad=iristration - T 1 2
Traved ared enterfainmes: - 1% 1 4
Profeszional fees - 187 148 %
Cutsosrcing of IT asd ather senvices - e L
Crhes! - o5 2 11
Tatal ned restructuring espenses: general and administrative expenses 750 319 52

1 Malaly comprised of oneoes real esaly ease coniacs.
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Mote 33 Operating leases and finance leases
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Infarmation on lease confracts dassified as operating leases where UBS AG is the lessee is provided in Mote 32a and information on
finance leases where LIBS A acts as a lessor is provided in Mote 33b.

a) Operating lease commitments

Asof 31 December 2015, UBS AG was cbligated under a number
of non-cancellable operating leases for premises and equipment
used primarily for banking purposes. The significant premises
leases usually indude renewsl options and escalation dauses in
line with general office rental market conditions, as well as rent

adjustments based on price indices. However, the |ease agree-
ments do not contain contingent rent payment dauses and pur-
chase options, nor do they impose any restrictions on UBS AGS
ahility to pay dividends, engage in debt financing transactions or
enter into further lease agreements.

CHF milfan 3218
Expentes for operating leases fo be recognized inc

e 743
7 683
e 558
e 475
el 413
001 and themsfter 1,858
Subaotal . fior mini pay under operating leases 4,730
Less: Sehleste rental income commitments 348
Het commiltments for minimam payments uader operating leases 4,382
CHF milfan 51.12.48 k4 EiRFRE]
Gross operating lease expense recognized In the income statement ™1 ™ 92
fublease rental income T RE| ™
Het operating lease expense recogaized in the Income statement &T1 - Ti&

b) Finance lease receivables

UBS AG leases a vaniety of assets o third parties under finarce
leases, sudh as commerdial wehides, production lines, medical
equipment, construction equipment and aircrafis. At the end of
the respective leases, zssets may be sold to third parties or be
leased further. Lessees may participate in any sales proceeds
achieved. Leasing charges cover the oost of the assets less their
residual value as well as financing costs.

As of 31 December 2015, unguaranteed residusl values of CHF
167 millicn had been accrued, and the acoumulated allowance
for uncollectible minimum lease payments receivable amounted
to CHIF 10 million. Mo contingent rents were received im 2015,

Lease recaivables
CHF milfon AL
Todal minimiim leite Unedarried Tirinde
payments Income Presend valus
e 1 n 38
7200 851 m 2
thereafte: 158 & 152
Tatal 1,1% 3] 1,083
9
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

Mote 34 Related parties

UBS AG defines related parties as associates (entities which are  amd entities whidh are, directly or indirectly, controlled or jointhy
significaritly influenced by UBS AG), post-employment benefit  controlled by key management personnel or their dlose family
plans for the benefit of UBS AG employess, key management  members. Key management personnel is defined as members of
personned, close family members of key management personnel  the Board of Directors (BoD) and Group Executive Board (GEB).

a) Remuneration of key management personnel
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
2015, is provided in the table below.

Remuneration of key management personnel

CHF milfon HALS EIRERTY I1.12.12
Base salwvies and other cash pay=enis 01 w 19
Incentive awards — cash’ ] a (1]
Arsual iscessive award ender DCCF il 13 19
Employer’s contrit o bemedit plans 1 Fi 2
h-ﬁunhnd.ﬁ-_pbmi:[utrrm-dub 2 1 b3
Equity-tased compensation’ ] 15 ]
Total Lr a5 ]

1 Incluzies robe-asd alisanoes thas bove been mode |n line with wify monket gudice In ioe EU Caphal wmnmdmamm :rd.dnn-hnud-dnﬁ. 1 Evpeaes
fr shanes quanied Is measued at gract daie and alkscbed over the vesting pesiod, genesally o 5 peas in 5015, 2014 and 2013, equiy-tosed extirely ol EOF awards.

The independent memibers of the BoD do not have employment or service contracts with UBS AG, and thus are not entitled to benefits
upan termination of their service on the BoD. Payments to these individuals for their sendices as external board members amounted to
CHIF 6.7 million in 2015, CHF 7.1 million in 2014 and CHF 7.6 million in 2013.

b} Equity holdings of key management personnel

LIRFAL x4
Mumber of shock aptions from equity participation plans held by son-isdependent members of the BaD and the GEB members' 1,401, 686 1,730,508
Mumber of shanes Beld by members of the Bol), GER and parsies dosely linked 5o them” 3,324, 850 29T
1 Fafier o M 75 for move ieformmation.  » Exclinkes shares granted irader vasiahie compersasion plans win fofetme provskans

Of the share totals abowe, 95,597 shares were held by dose 31 December 2015 and 31 December 2014. Refer to Mote 29 for
family members of key management perscnnel om 31 December  meore information. As of 31 December 2015, mo member of the
2015 and 31 December 2014, No shares were held by entities  BoD or GEB was the beneficial owner of more than 1% of UBS
that are directly or indirectly controlled or jointly controlled by key  Group AGs shares.
manzgement personnel or their cose family members on
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Mote 34 Related parties (continued)
) Loans, advances and mortgages to key management personnel

Mon-independent members of the BoD and GEE members have  adjusted for differing credit risk. Independent BoD members are
been granted lcans, fised advances and morigages on the same  granted loans and mortgages under general market conditions.
terms and conditions that are available to other employees, whidh Mowements in the loan, advances and mortgage balances are
are based on terms and conditions granted to third parties butare  as follows.

Loans, advances and mortgages to key management personnel®

CHF milfan 18 2014
Balance at the beginning of e year 27
Additions ' e
Redections : ()
Balance at the end of e ypear 31

1 Loaes ane granied by UBS 4G Al loans ane seoared lnam.

Hg ol

d) Other related party transactions with entities controlled by key management personnel

In 2015, UBS AG did not enter into transactions with entities which are directly or indirecthy controlled or jointly controlled by UBS AGS
key management personnel or their close family members. In 2014, UBS AG entered into fransactions with Immo Heudorf AG (Swit-
zerland).

Other related party trafnsactions

CHF miliion s 2014
Balance at the beginning of e year ] 10
Additions

Redectione

Balance at the end of the year'
1 Compitsed of loans.

L]

In 2014 and 2015, entities controlled by key management personnel did not sell goods or provide services to UBS AG, and therefore
did not receive any fees from UBS AG. Furthermore, UBS AG did not provide services to such entities in both 2014 and 2015, and
therefore ko did not receive any fees.

Corsabdated
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Mote 34 Related parties (continued)
&) Transactions with assodates and joint ventures

Loans and outitanding receivables to asdodates and joint vertiiies
CHF miliion
LCarrgng value 24 e beginming of the year
Additions
Redectione
Impaitmest
Fereign cersency translation
Carrging value 2t e end of the year
cefwiichr aseromad ioans
inclrdes siowances for ced insses

EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

2015 2014

582 ]

9 n:

(85} (1

0 31}

o 3
478

_ 52
460 =9
i

Other transactions. with associates and joint ventures

CHF milfion

PFayments 10 assodates and joind weniues for goods and servites reosived
Fees moeteed dor services provided ‘1o assodates and joist venoes
‘Commitments and contingent liabilities o associates and joint veatenes

e of or for the year ended
LiRFAL] .24
145 169
T 1
'y 2

= Refer to Mote 30 for an overview of investments in assodates and joint ventures

) Receivables and payables from/to UBS Group AG and other subsidiaries of UBS Group AG

CHF milfan
Recetables

Learns

Trading partolo st
(Ceher assets
Payables

e 1o cestomens
Crhes fiabilities

015 2014

™
12
53

12323 m
241 Bl
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Mote 35 Invested assets and net new money
Invested assets

Imvested assets imclude all client assets managed by or depositad
with UBS AG for investment purposes. Imvested assets include
manzged fund zssets, managed institutional assets, decretionary
and advisory wealth management portfolios, fidudary deposits,
time depcsits, savings accounts and wealth management securi-
ties or brokerage accounts. All assets held for purely transactional
purposes arad oustody-only assets, including corporate dient
assets held for cash management and transactional purposes, are
excluded from invested assets as UBS AG only administers the
assets and does not offer advice on how the assets should be
imvested. Also excluded are non-bankable assets (2.g.. art collec-
tions) and deposits from third-party banks for funding or trading
purposes.

Discretionary assets are defined as dient assets that UBS AG
decides how to invest. Other invested asseis are thoss where the
dient ultimately decides how the assets are imvested. When a
single product is created in one business division and sold in
another, it B counted in both the business division that manages
the investment and the ane that distributes it. This results in dou-
ble counting within UBS AG total invested assets, as both busi-
ness divisions are independently providing a service to their
respective clients, and both add value and generate revenue.

Invested assets and net new money
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Net new money

Met mew money in a reporting pericd is the amount of invested
assets that are entrusted to UBS AG by new and existing dients,
lezs those withdrawn by existing dients and dients who termi-
nated their relationship with UBS AG.

Met reww money is caboculated using the direct method, under
which inflows and outflows tof/from invested assets are deter-
mined at the chent level based on transactions. Interest and dii-
dend income from invested assets are not counted as net new
maney inflows. Market and currency movements as well zs fees,
commissions and interest on loans charged are excduded from net
new money, as are the effects resulting from any acquisition or
divestment of a UBS AG subsidiary or business. Redassifications
between imvested assets and custody-only assets as a result of a
change in the service level delivered are generally freated as net
new money flows; however, where such change in senvice level
directly results from a mew externally-imposed regulation, the
one-time net effect of the implementation is reported as an assst
reclzssification withowt net new maney impact.

The Imestment Bank does not frack invested assets and net
new money. However, when a client is transferred from the Invest-
ment Bank to another business division, this produces net new
money even though dient assets were already with UBS AG.
There were no such transfers between the Investment Bank and
other business divisions im 2015 and 2014.

For the year ended
CHF bilion H.AL15 EiRFAL]
Fund 2sse% managed by LES P T m
Disreliomary s CE w4
(rhee imieated assebs. 1,577 1610
Total Invested smets’ 1689 4,734
cfwiichr double coust ] 178
et new monsey” 1.7 ERG
1 Incluzies douls coaris
Development of invested assets
Far the year ended
CHF hilion MALAS EIRFAL]
Tesal invested azsets 2 the Beginning of the year! 73 230
it new money I8 k)
Market movements” [24) 1%
Feneign cervency translation (31 72
Crhes effects (18} e
oo it soguisitons /idverimonts) (T8} 1]
Total Invested sets ot the end of the year’ IER9 2,734

1 Induces doutie coants. 7 Indudes imenes and disidend inoome.
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

Mote 36 Currency translation rates

The following table shows the rates of the main cumrencies used to translate the finandal information of foreign operations into Swiss
francs.

Spot rate Auerage rate!

e o Far the year asded
A28 EYRFA T HALAS ERR AT .1212
1UED 1.00 059 LR 052 042
1 ELIR 108 120 1.06 121 123
1Gap 142 15 1.47 1.581 145
100 083 nEa 0.80 085 095
agh 15 P e ket Mg P i 2 s i o e e S ot oy £ WAL e A e i B

iy e i from The weightesd verage mates for LIES &G

There have been no material events after the reporting pericd which would require disdosure in or adjustment to the 31 December
2015 Financizl Statemants.
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Mote 38 Swiss GAAP requirements

The consclidated finandal statements of UBS AG are prepared in
accordance with International Finarcial Reporting Standards
{IFRS). The Swiss Financial Market Supervisory Authority (FINRA)
requires financial groups that present their finandal statements
under IFRS to provide a narrative explanation of the main differ-
ences between IFRS and Swiss GAAP (FINMA Circular 201541
and the Banking Ordinance). Incduded in this Note are the
significant differences in the recognition and measurement
between IFRS and the provisions of the Banking Ordinance and
the guidelines of AINMA governing true and fair view finandal
statement reporting pursuant o Article 25 through Article 42 of
the Banking Ordinance.

1. Consolidation

Under IFRS, all entities that are controlled by the holding entity are
consolidated.

Under Swiss GAAP controlled entities that are deemed imma-
terial to the group or that are held temporarily only are exempt
from consolidation, but instead are recorded as participations or
finandial imestments.

2. Financial investments classified as available-for-sale

Under IFRS, finandal investments dassified as available-for-sale
are carried at fair value. Changes in fair value are recorded directly
in equity wntil an investment is scld, collected or otherwise dis-
posed of, or until an imestment i determined to be impaired. At
the time an available-forsale investment &= determined to be
impaired, the curmulative unrealized loss previcusly recognized in
equity is included in net profit or loss for the period. On disposal
of a finandial investment dassified as available-for-sale, the cumu-
lative unreslzed gain or loss previously recognized in equity is
reclassified to the income statement.

Under Swiss GAAP dassification and measurement of finandal
investments designated as avaisbleforsale depends on the
nature of the imestment. Equity instruments with no permanent
helding intent, as well as debt instruments, are dassified as Finan-
cial investmants and measured at the lower of (amortized) cost or
market value. Market value adjustments up to the original cost
amount and realized gains or bosses upon disposal of the invest-
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ment are recorded in the income statement as Other income from
ardinary activities. Equity instruments with a permanent holding
intent are dassified a5 particdpations in nvestments in subsidiznes
and other participations and measured at cost less impairment.
Impairment losses are recorded in the income statement a= impaie-
ment of investments in subsidianes and other partiopations.
Reversal of impairments up to the original cost amount as well as
redlized gains or kosses upon disposal of the investment are

recorded & Extracrdinary income./Extracrdinary expenses in the
income statement.

3. Cash flow hedges

Under IFRS, when hedge accounting is applied, the fair value gain
or loss on the effective portion of the derivative designated as a
cashi flow hedge is recognized in equity. When the hedged cash
flows materislize, the accumulated unrealized gain or loss &=
reclassified to the income staterment.

Under Swiss GAAR the effective portion of the fair valus
change of the derivative instrument used to hedge cash flow
exposures is deferred on the balance sheet as Other assets or
Other lishilities. The deferred amounts are released to the income
staterment when the hedged cash flows materialize.

4. Fair value option

Under IFRS, UBS AG applies the fair value option to certain finan-
cial assets and financial kabilities mot held for trading. Instrements
for which the fair value option i= applied are accounted for at fair
value with changes in fair value reflected in Met trading income.
The fair value option is applied primarily to structured debt instru-
ments, certmin mon-struchured  debt instruments, structured
reverse repurchase and repurchase agreements and securities bar-
rowing agreements, certain structured and non-structured loans
as well a5 loan commitments.

Under Swiss GAAP the fair value option can only be applied to
structured debt instruments that consist of a debt host contract
and one ar more embedded derivatives that do not relate to cwn
equity. Furtharmore, changes in fair value attributable to dhanges
in unrealized own credit are not recognized in the income state-
ment and the balance sheat
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

MNote 38 Swiss GAAP requirements (continued)
5. Goodwill and intangible assets

Under IFRS, goodwill acquired in a business combination is not
amartized but tested annually for impairment. Intangible assets
with an indefinite useful Ffe are also not amortized but tested
annually for impairment.

Under Swiss GAAP goodwill and intangible assets with indefi-
nite useful lives are amortized over a period not excesding five
years, unless a longer useful e, which may not exceed 10 years,
can be justified.

6. Pension and other post-employment benefit plans

Swiss GAAP permits the use of IFRS or Swiss accounting standards
for pension and other post-employment benefit plans, with the
election made on a plan-by-plan basis.

UBS A5 has elected to apply IFRS {1A5 15} for the non-Swiss
defined benefit plans and Swiss GAAR (FER 16) for the Swiss pen-
sion plan in its standslone finandial statements. The requirements
of Swiss GAAP are better aligned with the spedific nature of Swiss
pension plans, which are hybrid in that they combine elements of
defined contribution and defined benefit plans, but are treated a5
defined benefit plans under IFRS. Key differences betwesn Swiss
GAAP and IFRS indude the treatment of dynamic elements, sudh
&5 future salary increases and future interest credits on retirement
sanings, which are not considered wunder the static method wsed
in accordance with Swiss GAAR Also, the discount rate used fo
determine the defined benefit obligation in accordance with IFRS
is based on the yield of high-guality corporate bomds of the mar-
ket in the respective persion plan country. The discount rate wused
in accordance with Swiss GAAR ie., the technical interest rate. is
determined by the Pension Foundation Board based on the
expected returns of the Board's investment strategy.

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. However, for plans for which IFRS is elected,
Swiss GAAP requires that changes due to remeasurements are
recognized in the income statermnent.

Swiss GAAP requires that employer contributions to the pen-
sion fund are recognized as personnel expenses in the income
statement. Further, Swiss GASP reguires an assessment as fo
whether, based on the finandal statemnents of the persion fund
prepared in accordance with Swiss accownting standards (FER 26],
an economic benefit to, or obligation of, 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
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reserve is available or the employer is required to confribute to the
reduction of a pension deficit (on a FER 26 basis).

7. Netting of replacement values

Under IFRS, replacement values and related cash collateral are
reported on a gross basis unless the restrictive IFRS netiing require-
ments are met: |} existence of master netting agreements and
related collateral arrangements that are unconditional and legally
enforceable, both in the normal cowrse of business and in the
event of default, bankruptcy or inschency of UBS AG and its
counterparties, and i) UBS AG's intention to either sefile on a net
bbasis or o realize the asset and settle the liability smultaneoushy.

Under Swiss GAAP replacement values and related cash col-
lateral are generally reported on a net basis, provided the master
netting amd the related collateral agreements are legally enforce-
able in the event of default, bankruptey or insohency of UBS AGS
cournterparties.

8. Negative interest

Under IFRS, negative interest income arising on a financial assat
does mot meet the definition of interest income and, therefore,
negative interest on finandal assets and negative interest on
financial liabilities is presented within interest expense and inter-
est income, respectivaly.

Under Swiss GAAPR negative interest on financial assets &= pre-
santed within interest income and negative interest on finandal
lizbilities is presented within interest expensa.

9. Extraordinary income and expense

Certain nar-recurring and non-operating income and experss
items, such as realized gains or losses from the disposal of partici-
pations, fixed and intamgible assets, as well as reversals of impair-
ments of participations and fixed assets, are classified as exiraor
dinary items under Swiss GAAP This distinction is not available
under IFRS.

10. Other presentational differences

Under IFRS, financial statements are comprised of an Income
staterment, Statement of comprehensive income, Balance sheet,
Statement of dhanges in equity, Statement of cash flows and
Notes to the finandal statements. Under Swiss GAAP the concept
of cther comprehensive inoome does not exist and corseguently
no Statement of comprehensive income is required. In addition,
various other presentational differences exist.
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MNote 39 Supplemental guarantor information required under SEC regulations

Guarantee of PaineWebber securities

Prior to its acquisition by UBS in 2000, Paine Webber Group Inc.
{Paine¥Vebber] was an SEC registrant. Upon acquisition,
PaimeWebber wes merged into UBS Americas Inc, a whaolly
owned subsidiary of UBS AG. Following the acquisition, UBS AG
entered imto a full and unconditional guarantee of the senior
notes (Debt Securities) issued by PaineWebber. Under the guaran-
tee, if UBS Americas Inc. fails to make amy timely payment under
the Debt Securities agresments, the holders of the Debt Securities
or the Debt Securities trustee may demand payment from UBS AG
without first proceeding against UBS Americas Inc.

A5 of 31 December 2015, the amount of outstanding senicr
notes of LBS Americas Inc. wes approvimately CHF 150 million.
These senior notes mature between 2017 and 2018,

Guarantee of other securities

Certain US-domiciled entities that are 100% legally owned by
UBS AG have outstanding trust preferred securities, which are
registered under the LS Securities Act. These entities, UBS Pre-
ferred Funding Trust IV and W8S Preferred Funding Trust v, are
not consolidated by UBS AG as UBS AG does not absorb any
variability from the performance of these entities. However, UBS
AG has fully and unconditionally guaranteed these securities.

The mon-consclidated issuing US domidled entities are pre-
sented in a separate column in the supplemental guarantor
information provided in the following tables. Amounts pre-
sented in this column are eliminated in the Elimination entries
column, as these entities are not consolidated. UBS AG's obliga-
tions under the guarantes are subordinzted to the prior pay-
ment in full of the deposit liabilities of UBS AG and all other
liabilities of UBS AG.

As of 21 December 2015, the outstanding amount of the pre-
ferred securities was USD 1.3 billion and the amount of senior
lizbilities of UBS AG to which the holders of these securities would
bbe subordinated weas approximately CHF 872 billion.

lJoint liability of UBS Switzerland AG

In June 2015, the Retail & Corparate and Wealth Management
businesses booked in Switzerland were transferred from UBS AG
to UBS Switzerland AG through an asset transfer in accordance
with the Swiss Merger Act. Under the terms of the asset transfer
agreement, UBS Switzerland AG assumed joint liability for con-
tractusl obligations of UBS AG eiisting on the asset fransfer date,
induding the existing guarantee of abovementioned PaineWeb-
bber znd cther securities. To reflect this joint liability, UBS Switzer-
land AG is, on a prospective bass, presented in a separate column
a5 a subsidiary co-guaranior.
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

MNote 39 Supplemental guarantor information required under SEC regulations {continued)

Supplemental guarantar consalidated income st t
CHF millan uBs WBS Preferred

UBSAG  Switzerand AG UBS  Funding Trust Other  Elimination UBS AG
For e yuar ended 31 Decembes 2015 [standalome)’ {standalone)’ Americas inc.’ &Y subsidisies®  entries  (consolidated)
Operating incame
Inteest income LEI 1,040 1682 L] 158 oy 13178
Interest expesse [5.882) {544 {850 {1,321} 1,888 [6,449)
Het inberest indome _ 302 1486 1072 & 154 (12s) 5728
Croit boss ferpenseld recovery (108} [LE] o 4 0 (17
Bt inteest income afer cedt los mpesse. Fr 2484 1072 & 158 (126) 5612
Kot fee and commisien iscome 2,852 2,539 .78 4,115 (72} 17,184
Met trading income 5252 09 m bl | (763} 5595
Othes income : 10,338 554 496 : BT [eE) 1112
Tatal operating income 71,359 6,296 9,592 7] 1620 (10,326) 0608
Femon=e mepenze 800 1,607 6,281 1,288 0 15854
Gasesal and administratios ocpesses ; 545 2,579 1442 ; 1847 2 8218
Deprection and impaiment of property,
aqeip=rnt avd shware &72 1 153 ] 0 o
Amattization and imgair=est of istanghie assets 12 e ] 12 0 107
Total operating expenses 8,044 4197 9,955 1,001 F 25,198
Operating proflt(lass) befare tax 13,318 2,099 (362) 83 818 (10.27) 5,407
Taw espense! (benci) 1.136 480 11,200) nn () (08}
Mot oot llzez) 12,180 1,600 17 83 193 (10,313} 6,314
w e " ; n _ @1 17
Mt profit o) attribetable 1o non-costrelling
imterests 3 0 3
et profiti{los) attributable to UBS AG
shareholders 12,163 1,610 H17 1 i858 (0.0} 8,338

1| Amas presented dar UBS &G bsrandakone) and LIES Switterind AG (sanakoe] represent RS sandaions ifematiar. Refer b the UES &G sandaions and UES Swimernd AG standolore francl snements foe
Inloimration prepaned | acooriance with Swis GRAP Aoerts presentcd b Shese colemas srve 35 2 basks for preparng IES A/G consalidaned financial satemments I acowdance with IFRS
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MNote 39 Supplemental guarantor information required under SEC regulations {continued)

Supplemental guarantor consolidated stat t of comprehansive intome
CHF milfon ues UBS Preferred

UBS AG Switzerland AG 5 Funding Trust Gther  Elimination UBS AG
For the year ended 31 December 2015 {standadone)’! [standalone)’ Amsericas Inc? WEY  subsidiames® enfries  (consolidated)
Comprehenshie Income attributahle to UES
AG shareholders
Mt profit f (oss) 12,102 1,810 2y n 1,503 {10,281} 8218

Other comprehensive Inoame
MMEMIM&MNHM
reclassified to the ncome statement

Fereign corsency anslatins, net of fax oy o (-1l (813} 87 (268)
Financial isvestmeats mailsbie-for sale, net of tex 1) 4 1) _ e (9 i64)
(Cash flow hesdges, net of tax 1303) (T2} L] L] 57 [518)

Total other comprehensive income thel may
b reclassified to the income statement, net

of tax (5640 (29} 100 e 858 0a (Bam)
Other comgrehensive Income that will not be

reclassified {o the ncome statement

Defined benefit plans, net of tax o [EL )] (71} 17 (15} 304
Total other com Imcome that will

not be to the Income statement,

net of tax | 7 [y a 7 [15) 304
Total other comprehensive intoms 118 (386} 29 ] (BEZ) 484 545y
Total comprehensive income atiributable to

sharehol ders 12,239 1,244 B6E n 1,101 9,742} 90
Tesal compreherive income atfribetable o

prefemed roteboldes 18 1] L] ] Li] 1] 18
Tetal comprehensive income attribetable 1o non-

controling interests a _ L] _ L] _ a _ 1 _ L] _ 1
Total camprehensve inoome attribetahile 1o UBS

Prefemed Fusding Trust IV & W ] L] L] an L] (0h 1]
Total comprehensive income 12,257 1,244 BEE T2 1,162 (LR L)) £.109

1| A eserbed for UBS A tsandalone) ard UES Swimmerind AG (sminalone represeet IFS-sandaione infaeraticr. Refer 22 the UES A/G dandaione and UES Switerand AG stardsiere frarcl senaments for
Ielzireation pregaced 17 aooidance with Sads GRAR Amourts presevied | these colomias senve 35 2 bl far prepar ng LIES AG joonsoddate Srandal staiemants In soordanoe it (FRS.

financial suterment
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Notes to the UBS AG consolidated financial statements

MNote 39 Supplemental guarantor information required under SEC regulations {continued)

Supplemental guarantor contolidated balance sheet

CHF millian ups UBS Preferred
UBSAG  Switzerand AG UBS  Funding Trust Other Elimination UBS AG
s off 31 Decemibes 2015 [standalome]’ {standalone)”  Americas In.’ V&Y subsidiares®  entries  (consolidated)
Assets
Cash and bakances with ceassal Banks 45125 38,001 4,57 2,509 o 51,306
Due fram basks 75,338 1,234 12,778 1780 (60,BEH) 11,866
Cash collateral om securities bomowed 17918 1414 am,007 6506 (%4,268) 5,564
Peverse repurchase agreements 1,253 16,258 11,088 14588 (45.343) &7.881
Tratfing partioko st CYREF) 1.7 5931 1,710 min [3,154) 124,047
:mmﬁmﬂ* 13,708 (] 108 134 [rosg) 1,848
Ponitivr: replacement vwalues 175901 6013 21,453 men (eas2s) 167.438
Cash collateral reoekvables on desivative i 15028 1,058 Soed 12618 (14983 13763
Financial assets dusigeated ot fir vlue 6303 0 199 XU £ 5,808
Loare 85,082 186,872 47,084 14,588 (34,804) ¥
Financial invessmests ailable-for-sale 108 23,184 5,380 886 a4 62,543
Imvestments in subsidiaries and amociates A%, 589 14 1 1 144,781} 454
Property, equip=e=t and softwace 6499 13 m 187 0 7683
Goodwill and intangible assets 47 o L1z 118 [30) &850
Diefesred ban amsess FELE Bas 1786 1880 0 12,833
Other assets 12,108 1288 10,041 ET L 73,349
Tatal assets 547,008 286,500 186,654 1,710 152,3%5 (130,880} 943,756
Llablities
[hue In bariks nms 18,948 26320 4 s (Tnsag) 11,836
Cash collatesal on securites fust T 2493 247 2274 (34288 8029
Bepurchiss agreemests w658 £.503 1,480 120 sy 5,653
Trading portfofo Fabilties ERREY] 128 1818 11,317 {7,420) 35,137
Megatree rexlace=ret valoes S amme (711 08 w77 easam) 162,430
Cash collstwa payables on derfvive instrumenss 31,399 m s 1500 (14962 e
Financial iabities designated at fairvalue 61630 o s 4575 (nsee) 62,995
Due 1o cestomers 102,483 .28 8363 Mooz (imsss) 4028
Dbt baued 0,782 it 128 Eril {153} B2, 358
Frisiore 1,680 17 1089 e 7 4163
Other liabiities 0255 1,806 16,603 1 WAt @ang 74,806
Total labilidies 506,628 AN 168,411 4 140,028 (204,584) 186,013
Equity atiributable to U5 AG shareholders [TYTE] 10,987 18,243 4 1229 @a,714) 5,248
Equity attributable to prefemed notehokiers 1,554 o 1] 1,302 -] 11, b0} 1954
Eqily astritutable to nos-conmmaling interests o [} 0 0 an 0 4
Total equity 80,378 (T 18,243 1,306 12338 (46,018} 37,343
Total liabilities and equity 547,006 206,500 186,654 1.110 152,389 (330,580} 943,256
1 Amounts pesented for UBS 4G [standalone) and LES riand A ke represent IFRS-sand r Faefer nz the LIES &G standalons and LIES tnd AG stardalore f for
fematin prsavd Wit s GaAP Aot rsered i hese ol st s poptng UES AG ki)  ccondance it FFS
730

560/636

EDINETOOOO

00000000000 0O(E05852)

oOoOooodn



EDINETOOOO
00000000000 0O(E05852)

goooood

MNote 39 Supplemental guarantor information required under SEC regulations {continued)

Supplemental guarantar consalidated statement of cash Mows

¥ milfan 11 s Other UBS 4G

Far e year ended 11 Decerrber 1015 UBE AG'  Switrerand AG'  Americasine’  subsidiaries’ (comsolidated)

et cash flow fram {used in} cperating sctivities (1,457) 2,681 {525} 1,208 1,507

Eash flow from /{used in) investing activities

Purchzse of subsidiaries, awsncates and ntangible assets (2 0 i o (13)

Dispasal of subsidiaries, awmaciates and istangble amses?’ 454 o L o 477

Purchase of prasserly, equipment a=d scware (1,423 i} (29%) (114) {1,841)

Disprsal of property, eqeip=ent and soft 501 (] ] " 547

et fivest=eet in]) dvest=ent of fisandial imvestments available-for-saie [1%.144) LT 2m 3484 {7.505)

et cash flow from /{used in] investing scthvities [15,613) 1810 n 31418 {8,434

Cash flow from /{used in) Hnancing activitles _

Mot shartten= debi Esued frezaid) {5,603) ET {828} o {8,404

Disibutions paid on UES AG shans (2.628) 0 ] 0 2,626)

ksuance of lang-ler= debt, incuding fnascial Fabiltics designated at fair value 48,803 m 7 129 47,790

Repayment o [osg-2em dee, including financial liskiities dessgnated at fair valee 42418 {402} (129} i1,274) (44,221

Diedends paid and sepay=enks of greforeed notes {10m) (] (] o o8

Wt canges of non-conircling iserests [ ] ] [y is)

Mt activily related I group intereal capital transactones and duidends” [30.813) 130 {114) (2,888) [}

et cash flow fram/{used in} Hinancing activitles [34,382) 13587 11,082} (2,817) [5,573)

Efpcts of eectange rabe diferences on cch and cash eqeivalost 1,309) € [241) (289) 11,742)

et increase! (decrease) in cash and cash equivalents [52.780) 40,246 11,875} & {13,783)

Cazh and cash eqivalents a1 the begnring of the yesr 100,662 (] 980 7,002 118,718

Cash and cash equivalents at the end of the year 47902 40,246 7,084 1,79 102,262

Eash and sk equivalents comprise:"

Cach and Babareces with ep=teal Bariks 45,128 1,701 49m 2,509 o1, 306

Due fram basks 20m 1,43 2,008 5312 10,712

Whney market papert 04 107 1 9 524

Tatal 47902 40,286 7,084 1,91 1062,862°

T e T o e o e o o S e T T

S e ot e 5 S AR e o S W G e,

veport far mony on LB A5 o LIS AG 4 Mooy pape ks n nder Trazing portialo asets and

inwestmerts avalasie lor-sle. 5 CHE 2,063 milon of ch 202 cnh equhak e e g
is
i
g&

N
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

MNote 39 Supplemental guarantor information required under SEC regulations {continued)

Supplemental guarantor consdolidated income statement
CHF milfion

LBE A Les (e Elimination UBS AG
For e year anded 11 Decembes 2014 [standabnel  Americminc  subsidasest anfries  (oonsclidated)
Operating incame
nieest income 11,508 1591 1,160 {1,143} 13,154
Inierest expense (6,287 [387) [asa) 1143 HB615)
Kt inberest inmme 5,208 go5 T 0 6,555
Credit boss fewpenzedi recovery {108) 9 9 1 m)
Metinberest inmme sHer credit b mpese 5,190 1,002 m 1 8477
detdee and commizzicn iscme 8,111 7208 E% (123 17,076
Het trading income 2,750 4 nr’ FiT i
Othes income 5,504 o5 (45 (5002 &1
Total operating income 15,626 8,025 4261 {4,605} 20,006
Operating expenses _ _
Feronmel espense 1891 5,006 1,483 0 15,180
Geeesal nd adminstative mpetses 5621 45 134 0 o177
[epresiation and impaitme=t of progerly, equigment asd sowan 535 1m B 0 w7
A ion and imzair=eet of istangie 2zt T 5 % o %]
Total operating expenses 14,214 8,420 2502 0 25,557
Operating profit/{less) before tax 5421 404 1330 14,655} 1465
Taw expense! (encii) [ [2,375) 40 [} 11, 180
Met profit {floez) 4,472 119 1,061 14,653} 1645
Met profit{llozz) atiribztzble to prefemed mobetolders [ 0 [ 0 142
Met profit {floez) atiribeszbie 1o non-costrelfng interests [ o 5 0 5
et profit/{los) attributsble 1o UBS AG shareholders 4,3 179 1,006 (4,653} 1500
1 AT | 4 7 UES AG istardaicre) ssresant FRS-siandalone i Feter fo: he U ES 4G ssanzakne firanckl ot Ink poepaned In accorkince with Swhs GAAR - Amounts pr-
sertee in thise columne seree 25 2 bas's for preparing LUES AG BTzl Anarcal n with IFR5.
732

562/636



EDINETOOOO
00000000000 0O(E05852)

oOoOooodn

MNote 39 Supplemental guarantor information required under SEC regulations {continued)

Supplemental guarantor consolidated statement of comprehensive intome

G i LIBS 45 ] e Elmination UBS A

For the year ended 31 Decamber 2014 [standalone)’  Americas Inc? subsidaries enfries  (oonsalidaied)

Comgrehensive Income attributable o UBS &G shareholders

Nt profit /o) 433 2714 1,088 4653} 3,502

Orther comprehenshve Incame

irther comprehenshve Income that may be reclassified to the Income statement _ _ _

Fanzign cemency translation, net of tax EFL] 528 1500 (520 14834

Fnandal isvesiments meailable-for-sale, met of tax iz m n 6 148

Cash flow hedges, net of tax 693 1] L] 1] L]

Total other comprehensive income thal may be redassified to the income

statement, net of tax 1,050 1,006 1537 Lor ] 20867

Other comprehensive income that will not be reclassified fo the income statement

Defined benefit plans, net of B e ] [#6T) {56) 14 {1.208)

Property revaluation surples, ned of tax 1] a 0 (1] o

Total other comprehensive income that will not be reclassified to the Income

statement, net of fax [ {#T] 156) 14 11,208

Total alher oo prehensive income 51 B 1,481 &2} 1,455

Total comprehensive income attributable to UBS AG sharehalders 4,381 3617 2567 {5,605} 4961

Tetal comprehensive inoome atiribetable 1o prefersed nobebold 260 a L] o ]

Tiotal comprehensive income attribetable 1o son-conseolng intmests. 1] 1] T (1] 7

Total comprehensive income 4,541 1817 2575 (5,605} 5100

| Amaunis presented for UES AG {eandaone) represents |FRS-mandalone nforratker. Refer o the US54 {standa’one) sudied fnancal siatemets for (plonmation pepared i acoodance with Swhs GASE 2 Amouns

peeerird i these oodurie seree 25 a bess for preparing LB AG arsoizaied Firandal Ssnements I aaorance with IS

E

is
E -
8t
g&
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

MNote 39 Supplemental guarantor information required under SEC regulations {continued)

Supplemental guarantor contolidated balance sheet
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G i LIBS 45 ] e Elmination UBS A
s of 31 Docembes 2014 Americae Ine idiar endries  (oonsalidmied)
Assats.
Caeh and babanes with emeteal bariks .11 6440 1501 0 104,072
Due fram basks 12,498 7089 s36a7 (aAs0p 13,354
Caeh collsteral e securities bamowed 1A% w0 581 {50.27) 24083
Reverse repuchase agreementz 64,496 E 030 {0,827} 68,414
Trading stk asses 10,822 6,697 470 14,543} 130,156
of which: vets phedged as colateval which may be sk or repiedged by countespertios 51478 130 £360 Emn 55,018
Ponitivr: ropiacement vl ues %072 19597 51321 6,000 156,970
Canh oollsteral recehabies on derhathe insusent 501 5503 14487 'L 0579
Enandal assets desin-aled at fairealue 4,681 an R (3,562 448
Loane G082 L3566 16,553 {43,168 315984
Enanrial isves=est mailable-forsale 42,580 5403 9175 0 57,155
Imepstments i subsidiaries and amociats 7,163 r 1 (6,109 an
Propersy, eqeip=e=t and soitwace 5792 [T FE 0 6054
Goodwill and intangbie ssscts 354 CETT 1081 0 6785
Diefurred ban asspss 4,290 6479 My BT 1,060
Other assets 14643 G001 235 (2,857} 23,065
Total assets 1,014,379 176,542 212067 (3518800  1,082307
Llabilities
[tue In barics 461 WM 12601 (1850} 10,453
Cash collatesal on securities fest 33,284 22961 1761 (50,821} 9,180
Rapurchase aqiemasts o 1258 b T (50,827} AR
Trading portfokn abilties 18,98 4056 514 (4,000} L
Hegatree reslacomest valoes 150,680 15,488 51893 (76,000 254,101
Cash collatial payables on der 12,108 5926 18852 14512 2Im
FEnancial iabifties designated at it value 73,857 12 5508 {a.mm 15,257
[hue 1o cestmers 362,564 mrpe a47d 43,794 410,579
Dieht isued B, B 157 4312 (156 91,207
Frisinre -] 1,268 m 0 4366
Other liabilities 1389 17615 nees (2507 70,383
Tatal liabilities 963,793 171,415 193,201 {275, 748) 1,008, 162
Equity attributable i U5 A% shareholders 45,072 5,517 FETE] %.113) 52,108
Equily ttrisutabie to prok holé 1012 o 0 0 2013
Eqily astributabie to nas-zoammaling interests i} o 85 0 45
Total equity 51,085 5,517 13,666 (26,113) 54 165
Tortal liabilities and equity 1.014,379 176,947 12067 {351 050) 1,062,327
| Ancris | i LIES A fstand P FRS-mandakone i Fefertothe US54 i e it [ poep i t 2 s
peeserizd in these oodumie sevee 25 2 bess for preparing UBS AG corsolizated Frandal I with IS
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MNote 39 Supplemental guarantor information required under SEC regulations {continued)

Supplemental guarantor contolidated statement of cath flows

G i LS e UBS A

For e year anded 11 Decembes 2014 UBSAG'  Amercasine!  ibsidies'  (consoliduied)

et cash flow fram (used in} operating sctlvities 7,420 (1,814 1,608 1.1

Cash flow from /(used in) investing scihities

Purcheze of nutsidiars ates amd intangible asset - [V 0 (1

Disposal of subsitfiaries, amnciates and intangible amses? o 9 n m

Purchzzs of prozesty, equizment a=d soés (1,521) {00} [ {1,915

Dispmsal of property, eneip=ent and softwane ny " n i)

Nt {i in) /i uf fimandial i awilabibe-for-sale T [s68) {3,000} 4,108

Mt cash flow fram (used in} investing sctivities 6,500 [845) {3,145 1556

Cash flow from /(used in} financing activities

Wl s2art-ten= debt Exued frepaid) (3,500 0 1.064 29)

Met movements is trezury shares and own eqeity derivatve activily [r1g) [V 0 (T15)

Distributions paid on UBS AG sams {538 0 0 s

kzuance of lang-len= debt, induding fnascial Fabiltics designated ot fair walue ;a7 M £a 40,2

Repasment of ong-term debt, induding Snancial lisbillies designated at fir valee {x2,00%) [454) 1633 34,2100

Uieidends paid and repay=entz of preforeed notes (0] 0 0 (110

Ml c2anges of non-coniraling isserests 0 0 o E]

Met acivily rolate (0 group intereal capital bansections and dvidends [@ig) o mg [

Met cash flow fram (used in} financing activitles 2118 [470) T 2081

Effocts of enchange rate differences on cash and cash equivaleats 7,394 240 185 8522

Het increase! [decrease) in cash and cash equivalents n5m (2,109) [0 ] 20,410

Cash and cash eqeivalents 21 the beginring of the year i 1,248 Tem 06,784

Cash amd cash equivalents at the end of the year 100,662 8960 T.050 186,715

Cash amd cash equivalents comprize:

Cazh and balanes witt el bariks W £440 180 104,072

Due fram basks 4019 489 5164 1,772

Maney markal paper’ pap T 6 i)

Tatal 100,662 5,960 .05 116,715

E.:m:-mmmaﬁﬁm d;mm&fmum = Money marie [aps k& induded In the babnae sheet wager Tading port- -
i
i
g&

735

565/636



EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

MNote 39 Supplemental guarantor information required under SEC regulations {continued)

Supplemental guarantor consolidated income statement

G i LIBS 45 T e Elimination UBS A

For e year ended 11 Decamber 1013 [standaknel  Americminc’  subeidaser enfries  (oonsclidated)

Operating incame

nieest income 11,308 1988 1204 (138 13,137

Inizrest popense [7,08%) [885) (530} 1368 {7.551)
Kt inberest inmme 4215 1200 s 5 5 TEE

Credit loss (expenze)i recoerny 1) [EE] 12 i (309
Metinberest inmme sHer credit b mopese 4,196 1,257 m 1 5T

detdee and commizzicn iscme 6,430 6781 3009 “ 16,287

Het trading income 4922 m 15 (e 5110

Othes income 40 a6 {B0g) 7T s

Total operating income 16,046 8,823 2600 32 mm

Dperating expenses _

Feronmel espense [ 5504 1,450 0 15,182

Geeesal nd adminstative mpetses 1,959 1364 1088 0 8,0

Depresiation and impaitme=t of progerly, equigment asd sowan 575 1 1 0 B

A ion and imzair=eet of istangie 2zt 5 @0 1 0 %]

Total operating expenzes 12,629 o141 2501 [ 24,41

Operating profit{less) before tax 3,408 {307) {21) 2 1m

Tax eapense/ (benofit) 510 1537 261 3} (110h
Met profit {floez) 2,07 630 [342) 156 FET ]

Met profit{llozz) atiribztzble to prefemed mobeolders 204 0 [ 0 T

Met profit {floez) atiribessbie 1o non-costrelfng intorests [ 0 5 0 5

Wet profiti(los) attributable 1o UBS AG shareholders 1634 30 @47 156 Lim

| ATt i fo VEES A rtarcalone) ep FRS-sardalone ik Pefer 1o the LI ES 4G siandakne francil Yot ekt poepaed in acordance with Swhs GRAE - Amourts pre-
sertee in thise columne seree 25 2 bas's for preparing LUES AG BTzl Anarcal n with IFR5.
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Mote 39 Supplemental guarantor infermation required under SEC regulations {continued)

Supplemental guarantor consolidated statement of comprehensive intome

G i LIBS 45 ] e Elmination UBS A

For the year ended 11 Decsmber 2013 [standalone)’  Americas Inc? subsidianes’ amries  [monsclidaied)

Comprehensive Income attributable to UBS &G shareholders

Mt profit i (loss) 1834 2] [347] F= ] 1172

Other comprehensive Income

irther comprehenshve Income that may be reclassified to the Income statement _ _ _

Farzign cemency translation, ret of tax 34z B-H]_ BI1]_ I:.‘.‘I.'.\#_ [LTall

Fnandal isvestmests asailable-for-sale, set of tax 17 [Iﬂ.’l]_ [Iﬂ]_ g _ {154y

(Cash flow hedges, net of tan 11,5500 [1] 0 1] {1,500

Total other comprehensive income thal may be redassified to the income

statement, net of tax 11,113 (510) (EF] (156 12.145)

rther comprehensve income that will not be reclassifled 1o the inoome statement

Defined benefit plans, net of B e 110 [ ] 29

Property revaluation surples, ned of tax (1] 1] i} i} [[3]

Total other comprehensive income that will not be reclassified to the Income

statement, net of tax 818 110 L 1] a3

Total other comprehendive indoms 1294) 1401) a1 (156} {1.211)

Total comprehensive income attributable to URS AG shareholders 2,340 Fr-:] [EGE8] 60 1,961

Tetal comprehensive income attribetable io prefersed notetold L] a L] (] ]

Tiotal comprehensive income attribetable 1o son-conseolng intmests. 1] 1] 4 (1] 4

Total comprehensive income 21855 Fr-) (6] B0 250

| Amaunis presented for UES AG {eandaone) represents |FRS-mandalone nforratker. Refer o the US54 {standa’one) sudied fnancal siatemets for (plonmation pepared i acoodance with Swhs GASE 2 Amouns

peeerird i these oodurie seree 25 a bess for preparing LB AG arsoizaied Firandal Ssnements I aaorance with IS

E

ia
E -
¥
g&

73T
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Consolidated finandial statements
Notes to the UBS AG consolidated financial statements

MNote 39 Supplemental guarantor information required under SEC regulations {continued)

Supplemental guarantor contolidated statement of cath flows

G i LS e UBS A

For e year ended 11 Decamber 1013 UBSAG'  Amercasine!  ibsidies'  (consoliduied)

et cash flow fram (used in} operating sctlvities 5,756 (8,111) 1909 54,374

Cash flow from/(used in) investing scihities

Purcheze of nutsidiars ates amd intangible asset {29 0 0 45
Disposal of subsitfiaries, amnciates and intangible amses’ 126 0 0 136

Purchezs of prozerty, equizment and o (1,002 (160 44 {1,228
Dispmsal of property, eneip=ent and softwane LT3 5 o 619

Nt {i in)/ci uf fimandial i awilabibe-for-sale 751 6076 w1} 5 965

Mt cash flow fram (used in} investing sctivities 151 5522 115} 5457

Cash flow from/(used in} financing activities

et shart-tens debit Esued frepaid) IL-‘NI]: 0 (28604 14,200
Met movements is trezury shares and own eqeity derivatve activily [@41) [V 0 (241
Capital suance 1 0 0 1

Distsbutions paid on UBS AG sans 564 [V 0 (554
kxuance of long-en= debt, induding fnascial Fabiftics designated a¢ fair walue nan 59 L3110 w014

Repayment of |ong-term dets, induding financial iskiities designated at far valoe (65,112) [488) (3,356} {B0,954)
Ifvidends paid and repay=ente of prefereed nobes (1415 0 0 1.41%)
Met cranges of non-monlling issersts o [V 5 ]
Wt acfivily relaie In group intersal capital fansactions and didends 12 bE| (5 [

et cash flow fram (used in} financing activitles (41,2377) [405) {5,774 {47,555)
Effects of exckange rate dlferences on cxzh and cash eqeivalests (2,329) [03) (174 12,705)
Het increase! [decrease) in cash and cash equivalents 15,400 (2,550) (2834 0,565

Caeh and cash eqeivalents 2t the beginning of the year 61721 14447 10,745 BETIS

Cash amd cash equivalents at the end of the year i 11,248 7911 56,784

Cash amd cash equivalents comprize:

Cash and balanes with esal Baries 5,000 Bagy i Bo.&TS

Due fram bask: 1001 1 LG 1,117

Moy market paper’ 424 m EC ams

Tatal i 11,248 1911 o5, 204
ﬁ:mi-m”m.?uﬁmrﬁﬂ&:ﬂdi bl 3 Money maries paps & induded in the bakinoe sheet aazer Tading port-
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Legal entity financal and regulatory information
UBS AG standalone finandal statements

UBS AG standalone financial statements

Income statement

Far the year eaded % change from
CHF millian hete FIRERL] FTRFET] AL
nieest a=d diecoent income 6,204 8653 ()
nterest a=d dividend income from teading porticlic h - 1602 a3 (F']
nieest a=d dvidend income from financial imesments 199 m 1]
nterest pxpesse 15,917) (5,450) ]
Gmss inteoest income 1,008 5,067 (%)
Credit boss feapensed drecovery N N (s (129 n
Met inberest inome 1,929 4560 1)
Fer and memission mcome from securites and imvestment busnes 1418 6240 45)
Crecit-related foes. and commizinre h - w8 m [7W]
Crhes fee and commizion iscme h - 1o g [
Fee = co=mission epense N N (07 (1,047 [{F]
Metfee 2nd commizzion iscome 1,799 6,152 (55)
Mt ading inmme 1 1,728 3407 9
Met income from dispesal of firandal isvestmeres 150 11 2
Dfvicend income from inves=ents s subsidiaries and other particpations h - 1ae o ®
ncome from real extate holdngs h - [T %
Sy nidnay insome a4 ams 4480 5
Sundry omdinary expenses 4 (BH) (1.8%6) (4
Crher income fom ordinary acihises 5009 1729 [
Tetal cpemating iscome 15,262 18,297 n
Perwonnel enpermes 5§ 541 68T (k3]
Gereral and administrative epesses N 6 (T3 571 5]
Subsotal operating Epessce 12,052 12514 4
impairme=t of i in subsiciaries and other parfipations an 415 0
Deprecialicn and impaitmest of property, equipment asd softsan: h - BT L 12
4 ion and impaismest of goodwil and ctter intangible azsts h - 12 un 0]
Changes in provisions and other allowmasces and lestes h N FL 1488 =)
Tetal cperating pxpenses 13,187 15,009 [
Opeating prot ) ) 207 L8 38
Extraordinary income 7 10,264 4850 112
Extraneinary espenses h T 1m 5 119
Tax expensed (besct) - B 20 m 4
Het prafit) {loss) 11,084 7849 52
T2
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Balance sheet
% change fo=m
CHE milfion Hote HALIE 3420 ¥ A4
Assets
Cach and balances with cnteal Bariks 45,128 95711 (53)
Tue fram basks ) - wEN WME 3
Recervables from securities financing ranzdioss. ) 8 w47 00,158 ()
o which: ceh collatars o secuminier bomowed ) h 7w Em {in
o which: roverse repavchane sgraments ) h 82553 S5 ]
Due fram custoser: ) 0 9T A0 156,344 (18
i : o fredlt el =
Trading partilio ases ) 17 M0 WM [{F]
Porithve: replacement walues ) n weer s 50
Fina=cial ivesime=z ) - 7Em g (%)
Azcrued inco=e and pregaid epenss ) h 1708 2 (%)
imsees=ents i subsidiaries and other pasticpations ) h ATl miss 61
Propersy, equipmest and software ) h 5503 SEEG 0]
Goodwill and ather irtangikle s ) h M n 9
Coher asscts ) 5 196 156 12
Total assets 477,045 718 {15)
o which: suboedinsted assets 5,752 4257 15
oo ik susbfact fo mrandatory comversion and for debt waier ) N a020 o
Liabilities
Due 1o banks 5,660 FER ) (16)
Payabies from secerities financing trensactones ) 8 [O T I 6450 7]
e which: cxch collators o socumities lant i h oo EEE T 2
o which: repurchase agreoments ) h EIRT s ]
Due o cestomars ) - rTET L WM [
Trading partéoko Fakiles ) 12 nam 1095 12
Nagatrer rezlasemant vales ) n Mes FELIT 7]
Finamcial Fabiles designated ot fair walue Sz wind agmm 17
Medium-tem notes i - 0 & (100
Boncs isseed and koans from central mertgage institutions ) h 78 11,200 (%)
ieerued eapenses and defemed income ) h 4388 470 m
oo fakilties ) 5 5505 6262 (1)
Prosisans ) 1 1786 18 i)
Total llabties 425,316 735,517 [T¥)
Enyusity
Shane capial 1 ) = 0
fereral pzane i h nees W 1" o
o which: staterony capvtal resenve ) h M e & s
o whick: capital contribution rererve’ ) h mids ey 7] 3
o which: staterony pamings resveE {4800 a3 4 E
‘Volenbary eamings reserve ] - LeRy nEg [ g
Mt profity (cess) for the pericd 11,584 7848 [+ ii
Tatal equity 5,778 22376 n g.g.
Total llabiities and equity 277,045 78R 25
o whick: rubodinsted Nabdities 16,109 18,50 [iE]
o which: safect fo mandatory comversion and for debt waiver ) h NI 1o 1
FrES
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Balance sheet {(continued)
% change fro=
CHF millan FIKERL] 14214 HALM
Off-balance cheet items
Contingent labilities, gross 7,787 41,872 (24)
Sutrpartizpations i1.088) e (23)
Contingent liabilities, net 15,920 35,080 (24)
of which: gumantees 40 third partier relafed fo subsiinder T FEET i1}
of which: cdit g and similar i a2 TE 46
of which: parfarmance guarafees snd simir Metumests » 2555 ]
of which: decumentary cedits 2o 5548 {4
Inrewcscable commitments, gross 50,901 54,706 ]
Sub-participations (1,888 nme M
Inmevccable commitments, ned 833 LETT m
of which: loan commiments FIETE w2z ]
of wikick: pagmen? commitmant relsted 40 daposi incsrance o e 1o
Forward starting transactions! 4,108 5,832 (58)
o whick: reverse reperchase agroaments 162 A48 i1l
o which: secwiier bomoning sqreements ' 25 =)
of which: repurchase agepments 258 i fil]
of which: secwies fending agreemants 27 o
Liabdlities: for calls an shares and other equity Instruments 7 5 a4)
1 Effectie 1 Jamuwy 3011, thes Swiss. withelding tas i provides that pasmenss. oot of the cipizal comsbution reserve ane ot sebjoct o withiokding taec This bw bas led o cFfeserces the:

Swiss Fodeal Tan fahorites and companios aboot Tae g
it LS woekd be abie b repay w0 sharholders C5F 17.4
paid out of retained
w0 a felwre point Intime. = Cash iz be paid In the fetre by sither ES 4G or the cumnespary.

Off-balance sheet items

Off-balance sheet tems indude indemnities and guarantees
issued by UBS AG for the bensfit of subsidiaries and creditors of
subsidiaries.

Where the indemnity amount issued by UBS A is not specifi-
cally defined, the indemnity relates to the solvency or minimum
capitalization of a subsidiary, and therefare no amount is induded
in the table above.

In addition, UBS AS is jointly and severally lisble for the value
added tax (VAT) liability of Swiss subsidiaries that belong to its WAT
group. This contingent lizhility is not included in the table above.

Guarantee to UBS Limited

UBS AG has issued & guarantes for the benefit of sach counter-
party of UBS Limited. Under this guarantee, UBS AG irevocably
and unconditionally guarantees each and every obligation that
UBS Limited enters into. UBS AG promises to pay to that cowrter-
party on demand any unpaid balance of sudh liabilities under the
terms of the guarantee.

774

amounts of cpital contribation reserve and the disdesne | the finandal satements. n sirw of 11k, The Swis Fedderal Tae Arnorities st confimred
of dischomd capial contriboation resenve (states 25 of 1 Januny 201 1) withour being subjedt i fhe withhalding tas dedudion that apples o dividends
This amaent deeased to OF 230 bilkon 5 of 31 Decersber 2015 subseruent o dissdbutians In M0, 1013, P04 and 3015, The Secision about T remaining amount has Seea defermed

Joirt and several lizhility UBS Switzerland AG

In Jume 2015, the Personal & Corporate Banking and Wealth
Management businesses booked in Switzerland were fransferred
from UBS AG to UBS Switzerand AG through an asset fransfer in
accordance with the Swiss Merger Act {refer to “Establishment of
UBS Switzerand 45" in this section for more information). Under
the Swiss Merger Act, UBS AG assumed joint liability for obliga-
tions existing on the asset transfer date, 14 June 2015, which
were transferred to UBS Switzerand AG. LBS AG has no liability
for new obligations incurred by UBS Switzerland AG after the
asset transfer date.

&5 of the asset fransfer date, UBS AG assumed joint liskility for
approsimiately CHF 260 billion of obligations of LUBS Switzerland
A0, excluding the collsteralized portion of secured contractusl
obligations. The joirt kzbility amourt decines == obligations
mature, terminate or are novated following the asset transfer
date. A5 of 31 December 2015, the joint liability amourted to
approximately CHF 55 billion.

As of 31 Decemnber 2015, the probability of an outflow under
this joint and several lability was assessed to be remote and as a
result, the table above does not include any exposures arising
under this joint and several liability.
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Statement of changes in equity

Statory capital  Statetiory camings  ‘Wolentary eamings et profin/floss)
CHF milfon Shave capital nesenve resEAE I fior the pesind Total equity
Balance a5 of 1 lanuary 3015 3ga A0, TE2 (12 329 5609 T840 42 376
Capital icrozsn 1 1
Diidends and other diskibutions. h i (2623 (2633
Mt profitiloss) apgropristion TME _ iraam [
it profit i (lows) for the period 11,984 18
Balance &% of 31 December 2005 I8 38,149 (4, 480} 5,605 11,584 51,728

The Board of Directors proposes that the Annual General Meeting
of Shareholders (AGM) on 4 May 2016 approves the following
appropriation of retained earnings and dividend distribution. Pro-
vided that the proposed dividend distribution is approved, the
payment of CHF 3,434 million would be made on 12 May 2016
to UBS Group AG. Dividend payments out of retained earnings

Proposed appropriation of retained earnings

are generally subject to Swiss withhaolding tax. However, as cer-
tain conditions are met, the withholding tax related to the divi-
dend distribution from UBS AG to UBS Group AG will be settled
with the Swiss Federal Tax Administration through a so-called
dividend notification procedure. Under this procedurs, effectively
o tax will be withheld.

For the year ended
CHF milfon LiRFALY
Bt proit for the period 11,984
Retained eamings cammied foreand o
Total retained ing dlable for appropriation 11,984
Proposed appropriation of retained earnings
Mppropriation o general resers: statubory samings resere (4,480)
Mppropriation o volentary samings resene: [4,070)
Divicend distribetion (3.434)
Retained earnings carried forward ']
b=
-E =
3
£z
H
775
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MNotes to the UBS AG standalone

MNote 1 Mame, legal form and registered office

UBS AG is incorporated and domidled in Switzerland. s regs-
tered offices are at Bahnhofsirasse 45, CH-B001 Zurich and
Aeschenvorstadt 1, CH-4051 Basel, Switzerland. UBS AG oper-
ates under the Swiss Code of Obligations and Swiss Federal Bank-

MNote 2 Accounting policies
a) Significant accounting policies

UBS AG standalone financial statements are prepared in accor-
dance with Swiss GAAP (FINRA Circular 2015/ 1 and the Banking
Ordinance) in the form of reliable assessment statutory single-
entity financial statements. The accounting polices are principally
the same as for the consolidated finandal statements outlined in
Mote 1 4o the consolidated financial statements. Major differences
betwean the Swiss GAAP requirements and International Finan-
cial Reparting Standards are described in Mote 38 to the consoli-
dated fimancial statements. The significart accounting policies
applied for the standzlone finandal statements of UBS AG are
discussed below:

Rizk management

UBS AG {standslone) is fully integrated into the Group-wide risk
management process described in the audited part of the Risk,
treasury and capital management” section of this report.

Further information on the use of derivative instruments and
hedge accounting are outlined in Notes 1 and 14 to the consali-
dated financizl staternents.

Compensation policy

The compensation structure and processes of UBS AG conform o
the compersation principles and framework of UBS Group AG.
For detailed information refer to the Compersation Report of UBS
Group AG.

Foreign currency translation

Transactions denominated in foreign ourrency are trarclated into
Swiss francs at the spot exchange rate on the date of the transac-
tion. At the balance sheet date, all monetary assets and lisbilities,
as well as equity instruments recorded in Trading porticlio assets
and Financial irvestments denominated in foreign ourrency, are
translated into Swiss francs using the closing exchange rate. Mon-
monetary tems measured at historic cost are translated at the

776
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finanaal statements

ing Law as a stock corporation {(Aktiengesellschaft), a corporation
that has issuwed shares of common stock to investors. UBS AG =
100% cwned by UBS Group AG, the ulimate parent of the UBS
Group.

exchange rate on the date of the transaction. Assets and liabilities
of foreign branches are translated into Swiss francs at the daosing
exchange rate. Income and expense items of foreign branches are
translated at weighted average exchange rates for the pericd. All
currency translation effects are recognized in the incomea state-
ment.

The main currency trarslstion rates used by UBS AG can be
found in Mote 36 to the consclidated finandial statements.

Structured products

Structured products consist of a host contract and one or mare

embedded derivatives that do not relate to UBS AG's own equity.

The embedded derivatives are assessed for bifurcation for mesa-

surement purpases and presented in the same balance shest line

as the host contract. By applying the fair value opfion, certain
structured debt instruments are measured at fair value as 2 whaole,
and recognized in Financial fabilities designated at fair value.

Structured debt instruments comprise struchured debt instru-

ments issued and struchured owver-the-counter debt instruments.

The fair value option for structured debt instruments can be

applied only if the following criteria are curmulatively met:

— the structured debt instrument is measured on a fair value
basiz and &= subject to risk management that iz equivalent to
risk management for trading activities;

— the application of the fair value opfion eliminates or signifi-
cantly reduces an accounting mismatch that would otherwise
arise; and

— changes in fair value attributable to changes in unrealized own
credit are not recognized in the income statement and the bal-
ance sheet.

Fair value changes related to Financial fabilities designated at fair
value exduding dhanges in unrealized own credit, are recognized
in Net trading income. Interest expense on Anancial lshilites des-
ignated at fair value = recognized in lnterest expense.

= Refer to Mote 18 fior more information
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Mote 2 Accounting policies (continued)
Investments in subsidiaries and other participations

Investments in subsidiaries and other participations are equity
interests that are held to carry on the business of UBS AG or for
other strategic purposes. They include all subsidiaries directly held
by UBS AG through which UBS AG conducts its business on a
global basis. The investments are measured individually and car-
ried at cost less impairment. The carmying value is tested for
impairment when indications for a decrease in value exist, whidch
indude imcurrence of significant operating losses or a severe
depreciation of the currency in which the imvestment is dencemi-
nated. i an investment in a subsidiary is imipaired, its value is gen-
erally written dowen to the net asset walue. Subsequent recoveries
in walue are recognized up fo the original cost value based on
either the increased net asset value or a value above the net asset
value if, in the opinion of management, forecasts of future profit-
ahility provide sufficient evidence that a carmying value above net
asset value is supported. miay exerdse its discretion
a5 to what extent and in which period a recovery in value is recog-
nized.

Impairments of investments are presented as Impairment of
investments in subsidianies snd other participstions. Reversals of
impairments are presentad as Extracrdinary income in the income
staterment. Impairments and partial or full reversals of impair-
ments for 2 subsidiary during the same annual pericd are deter-
mined on a net basis.

Deferred taxes

Deferred tax assets are not recognized in UBS AG's standalone
financial statements. However, deferred tax liabilities may be rec-
ognized for taxable temporary differences. Changes in the
deferred tax lizbility balance are recognized in the income state-
ment.

Services provided to and received from subsidiaries,
affiliated entities and UBS Group AG

Services provided to and received from UBS Group AG or any of
its subsidiaries are settled in cash as hard cost transfers or hard
reveriue transfers paid or received.

When the nature of the underlying transaction betwesn UEBS
AG and UBS Group AG or any of its subsidiaries contains a single,
clearly identifiable senvice element, related income and expenses
are presentad in the respective income statement line item, g,
Fee and commissian imcame from secwities and investment busi-
ness, Other fee and commission income, Fee and commission
experse, Met trading income or General and administrative
expenses. To the extent the nature of the underlying transaction
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contains various service elemants and s not dlearly attributable to
a particular Income statement line item, refated income and
expenses are preserted in Sundry crdinary income and Sundny
ardinary expenses.

= Refer to Motes 4 and & for mone information
Pension and other post-employment benefit plans

Swiss GAAP permits the use of IFRS or Swiss acoounting standards
for pensicn and cther post-employment benefit plars, with the
election made on 2 plan-by-plan basis.

LIBS AG has elected to apply Swiss GAAP (FER 16) for the Swiss
pension plan in its standalone financial statements. The require-
ments of Swiss QAAP are better gligned with the spedfic nature
of Swiss pension plans, which are hybrid in that they combine
alements of defined contribution and defined benefit plans, but
are freated as defined benefit plans under IFRS. Swiss GAAP
requires that the employer contributions to the pension fund are
recogrized as Personnel expenses in the income statement. The
emgloyer contributions to the Swiss pension fund are determinad
as a percentage of contributory compersation. Further, Swiss
GAAP requires an assessment as to whether, based on the finan-
cial statements of the pension fumd prepared in accordance with
Swiss accounting standards (FER 26), an economic benefit to, or
obligation of, UBS AG arises from the pension fund and is recog-
nized in the balance sheet when conditicns are met. Conditions
for recording a persion asset or lishility would be met if, for
examnple, an emphoyer contribution reserve is available or UBS AG
is required to contribute to the redudtion of a pension deficit {on
a FER 26 basis).

Key differences betwesn Swiss GAAP and IFRS include the
treatment of dynamic elements, such as future salary increases
and future interest credits on retirement savings, which are not
considered under the static method used in accordance with
Swizs GAAP Also, the discount rate used to determine the defined
benefit obligation in accordance with IFRS is based on the yield of
high-quality corporate bonds of the market in the respective pen-
sion plan country The discount rate used in accordance with
Swizs GAAP i.e., the technical interest rate, is determined by the
Pension Foundation Board based on the expected returns of the
Board'’s investment strategy.

= Refer to Mote 20 for more information

LUBS AG has elected to apply IFRS (145 15 for its non-Swiss
defined benefit plans. However, remeasurements of the defined
benefit obligation and the plan assets are recognized in the
income staternent rather than directly in equity. For comesponding
disdlosures in accordance with 145 19 reguirements, refer to
Note 28 to the consolidated finandal statements.
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Legal entity financal and regulatory information
Motes to the UBS AG standalone finandal statements

Mote 2 Accounting policies (continued)
Subordinated assets and liabilities

Subordinated assets are comprised of daims that arise from an
irrevocable written declaration whers in the event of liguidation,
bankruptcy or restructuring of the debtor, rank atter the claims of
all other creditors and may not be offset against amounts payable
to the delbtor nor secured by its assets. Subordinated liabilities are
comprised of comesponding obligations.

Subordinated assets and liabilities that contain a point-of-non-
viability clause in acoordance with Swiss capital requirements per
artides 2% and 30 of the Capital Adequacy Ordinance are dis-
closed as being subject fo mandatory comversion andfor debt
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waiver and provide for the daim or the obligation to be written
off or corwerted into equity in the event that the issuing bank
reaches a point of ron-vishility:

Dispensations in the standalone financial statements

As UBS AG prepares consolidated finandal statements in acoor-
dance with IFRS, UBS AG is exempt fram various disclosures in the
standalone financial statements. The dspensations indude the
management report, the statement of cash flows and varicus
note disclosures, as well as the publication of interim finandal
statements.

b} Changes in accounting policies, comparability and other adjustments

Comparative period figures

Comparative figures presented for 31 December 2014 indude the
Personal & Corporate Banking and Weslth Management busi-
nesses booked in Switzerland, which were transferred from UBS
AG to UBS Switeerland AG effective 1 April 2015
= Refer to "Establishment of UBS Switzerland AG® within this
section of the report for more information

Furthermore, as explained in further detail below, UBS AG
adopted the revisions to Swiss GAAP retrospectively from 1 Janu-
ary 2015. The comparative 2014 income statement and balance
shest were only amended for changes in presentation. Also, no
comparatives are provided for Mote disdosures that are newdy
required under revised Swiss GAAR as UBS AG made uss of the
availzble transition relief.

Lasthy;, UBS AG re-assessed the presentation of hard cost and
revenue fransfers and 2015 figures are presented on a revised
basis, while comparative 2014 amounts were not amended. Fur-
ther details are provided on the next page.

Amendment of accounting standands applicable to banks
and securities dealers

The Swizs Law on Accounting and Finandal Reporting (32nd title
of the Swiss Code of Obligations) was revised in 2011 and became
effective on 1 January 2013 with a trarsition period of two years
{i.e., is effective for annual periods begirming on or after 1 Janu-
ary 2015}, Following this change, the accounting standards appli-
cable o banks and securities dealers were amended acoordingly:
On 30 April 2014, the Swiss Federal Council passed the amended

Banking Ordinance, and on 3 June 2014 the new ANMA Circular
201511 Accounting — banks was published. Revised Swiss GAAR,
in accordance with the amended Banking Ordinance and the new
FINeAL, Circular, is effective for annual periods beginning on or
after 1 January 2015. UBS AG made use of trarsition relief for
interim reporting from the first to third guarter of 2015 and
adopted revised Swiss GAAP a5 of 1 Novermniber 2015 for the 2015
annual financial statements, retrospectively from 1 Janwary 2015,
The main transition effects on the UBS AG standalone finandal
staterments from this adoption are summarnzed below.

Recognition and measurement changes

The scope of the fair value option was increased fo include struc-
tured debt instruments with embedded desivatives that are clearly
and closaly related to the host debt contracts. As a result, structured
debt instruments with a fair value in the amount of CHF 19.3 billion
were raclasified to Financial fabilities designated at fair value from
Due to customers and Bonds issued and loans from central mort-
gage institutions. The trarsition impact from measuring thosa struc-
tured debt instruments at fair value was CHF 190 million, which was
recognized as a decrease to Net trading income in 2015,

Own bonds held in the amount of CHF 4.9 billion previously
recagnized within Trading portfolio assets were offsst against
[bords issued recognized within Finandial liabilities designated ar
Tair vaive and Bonds issued and loans from central mortgage insti-
tutions. An acoumulated measurement difference betwesn cwn
bbords held and own bonds issued in the amount of CHF 25 mil-
lion was recognized as a decrease to Net trading income in 2015.

A reduction of the useful lfe of certain intangible assets from
20 to 10 years had an immaterial impact on the income statement
and balance sheet.
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Mote 2 Accounting policies (continued)

Revwision to Swiss GAAP: presentational balance sheet changes

Former Swiss GAMF  Rovisesd Swiss GAAP Absslute change

CHF milian 214 .12.14 ETRIRT
Total assats AL 777,803 0
of which: Money markef paper 10,966 {10,568}
of which: Trading povrilin srosts 101,820 107,549 L4/
of which: Fivancial investmests 7154 42,384 [#10]
of whichr Due from banks 112,649 19,248 {73,404}
of which: Due from arstamers 183,091 156,344 26,747}
of which: Barmivables fram sevurities firanding transartioes 100, 158 100,158
Total liakilties TEET 735,517 o
of which: Money markef paper izszved 34285 34,235
of which: Bonds izsued and foans fiom central morigage institutions 7067 111,302 34,235
of which: Due fo banks 84,952 43,787 151,165}
of which: Due fo customers an sawings and deposit aczounts 112,768 {712, 708
of which: Otber amounts due fo cuslomers 89779 {289,779}
of which: Due fo customers 197, 194 397,134
of which: Pagables fom securitios Snancing Frassacions 56,450 55460

Presentation amd disclosure changes

The presentation order of certain items in the income statement
wias amended and different sub-totals were added to the income
staternent. Furthermore, Credit loss (expensal/ recovery is now
induded withir Met inferest income. whereas previously this was
induded within Allowances, provisions and losses. The compara-
tive income statement for 2014 was amended accordingly and as
a result, Met interest income and Total operating income decreased
by CHF 122 million with a corresponding increase in Changes in
mentioned dhange in presentation of Credlit loss (expense) frecov-
ery. There was no impact on net profit or equity.

The structure of the balance sheet was also amended. Money
miarket paper held and money market paper issued are no longer
shown as separate balance sheet line tems but are instead
reported within Trading portfolio asssets, Finandal investments,
Due from customers and Bonds sswed and Ibans from central
martgage institutions. Conwersely, Recevables from secunities
finandng transactions and Payables from securities finandng
transactions are now shown separately, whereas previously these
receivables and payables wers reported within Due from banks,
Due from customers, Due to banks and Due to customers. Lastly,
the previously dischosed balance sheet lines Due to customers on
savings and deposit accounts and Other amounts due to custom-

ers were combined into Due to customers. The table above pro-
vides the quantitative effect on the balance sheet 2= of 31 Decemn-
[ber 2014 from these presentational changes.

In addition to the aforementioned changes to the income
statement and balance shest, certain Notes have been added to
the financial statements.

Presentation of internal hard transfers

During 2015, UBS re-assessed the presentation of hard cost and
revenue transfers between UBS AG and its subsidiaries, affiliated
entities and UBS Group AG, and aligned the presentation of the
related income and expenses with the underlying nature of the
transaction for the year ended 31 December 2015, without
adjusting comparative pericd amounts. When the nature of the
underlying transaction contains a single, dearly identifiable ser-
vice elemert, relzted income and expenses are newdy presented in
the respective income statzment line itam. Only to the extent that
the nature of the underlying transaction contains various service
clements and is not dearly stiributable to a particular Income
statement line item, related income and expenses continue o be
presented in Sundry ordinary income and Swndy ordinany
expenses.

7
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Mote 3a Net trading income by business
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Far the year eaded % change from
CHF mian 31218 EfRFAT EIRFAL]
imessment Bask Cosporate (et Solutions ne 56 MET
ireemt=ent Back Investor Client Senvces 1,200 oag 5
(et business divisions and Conporate Cender 205 m (15
Total net trading income 3,728 3407 9
Mote 3b MNet trading income by underlying risk category
For the year ended
CHF milfon .12.15
Imterest e irstruments {isduding funds) (348)
Fareign exchange isstrements 1.2
Equity instrements.fiscuding funds) 1,822
Credit instruments 290
Precious metak foom=odities 47
Total net trading income 3,m5
offwihich; nef geins/(lagses) fom fivanca! Fabiies desigrated at fai value’ EAY:]

1 Exlwces Fair value

Eth ol which are within net madiag Income:

Note 4 Sundry ordinary income and expenses

of hegges sdfated io francial Rabditkes. desigraied at fair mive and foreign oumency effecs adsing from samlating foriga cumency ransactions o the sespecive fuactional conency,

For the year ended % change from
CHF milfon nizis 31.12.14 ETRERT]
ains fram sale of leans and reoefvabibes e a7 (52}
neo=e from Bard oot tansier 4500 ra88 %]
neo=e from Eard evenee tiansders’ " 1853 =
Crhes " 9% (11
Tatal sundry ordinary Income 4,706 4,494 5
Lesses from early redemplicn of datt (27%) i)
Expenzes fram hard nevenue transians® (a97) o 72
Crhes ) i 4a
Tatal sundry ordinary expenses [TEL (1,806 (54}

1 Fepreserts inoome seceived fiam UBS Groug Al and subcidiarks (st UBS Gaoup for semioes provided by UES &G Services provided by USS G primarty retated tn Corporate: Center fanciore. 2 Refer o Mole: Th

fo o infomeation.

780
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Far the year endind
CHF millian FYRFRT
Salvies 1,450
Variabike comy — pert amard 1.707
‘Variabile compensation — ather 1
Costractors 303
Social scurity 408
Penzion and cther post-employment bereefit plass 122
o which: vadue sdiurments for economic benefits o obligations o pension fimds’ {318)
\féealth Managesest Americars: Fisancal advisor compermation 8
(Ceher parsonnel expenses. 240
Tatal personnel expenses £.430
| Reflacts the semwes memen: of 1he debred Il'l'l:diw anid retarn on phon assets for S nomSwiis defiaed benelt plors whire LSS AG applies LS 19
Mote 6 General and administrative expenses
For the year esded
CHF millan 31218
Ocrupangy 50
Rent and maintenasce of T equipment ) 3
Communication a=d market data sereices ) 333
Adivistration’ ) 1413
o whick: hard cont transers paid ' 955
Warketi=g and public laticns ) 3
Trarved aed entertainmest ) 236
Fees In aud firms ) L]
o whick: financial and requistory audits ) ad
o which: sk related sorvices ) i
cfwhich: tax and other rervices ’ [
Crhes profiessineal fees ) 176
Outsorsrsing of IT and ather senvices ) 1.57
Tatal general and administrative expenses 5615
1 Inchusies hard oost transfers pakd bo UES Groug A and subsidiaries. (s S UBS Group for seevices provided o UBS A
z
=8
%
i
&z
i
781
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Legal entity financal and regulatory information
Motes to the UBS AG standalone finandal statements

MNote 7 Extraordinary income and expenses

CHF milfon

{Gains from diposaks of subsidiaries and ather particpations

Reversal of img and provisions of subsidiaries and ather particpations
Frior period refated income

(Crhe estraoedinany income

Total extracedinary income

Lesses from dispoasals of sutsidiavies and other participations
Frior period refaind wopenses

(Crher estraedinary espenses

Total extracedinary expences
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Far the year eaded % change from
31248 EYRFAT) 31204
1 56 M9
9,551 £ 646 106
o 63 100
k] 45 15
10,264 4850 12
1 [
'] 55 100
134 ]
138 57 139

In the third quarter of 2015, UBS AG confributed its participations
in UBS Americas Inc., UBS Securities LLC and three Asset hManage-
mient subsidiaries into UBS Americas Holding LLC, a direct subsid-
iary of UBS AG. This confribution was made at a fair value of CHF

MNote B Taxes

CHF milfan

Income tax coepensn /(banefith
o witichs cuvent
o wiich daformed

Capital tan

Total tax expence/ [benefit)

212 billion, resulting in 2 gain of CHF 10.0 billion that was recog-
nized in the income statement, largely as extracrdinary income,
and which increased UBS 4G investment value in UBS Americas
Helding LLC.

Far the year esdisd
kiRFRL]

186

185

4
220

For the year ended 31 December 2015, the average tax rate,
defined as income tax expenss divided by the sum of cperating
profit and extracrdinary income mirus extraordinary expenses
and capital tax, was 1.5%. Income tax expense for the year ended

782

31 December 2015 indudes a benefit of CHF 3,188 million from
the utilization of tax losses carried forward in UBS AG's main tax
jurisdicticns.
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CHF bidion ALIS
On-balance sheet
Recefenbles from securities. fnasding ranmdions, gmoss 1333
Metling of serurites Snancing bassacions [42.8)
Recefeables from securities. fnasding ranmdtions, net 0.5
Payarbless from secerities finandng tensactions, gross a8.2
Metling of serurites Srancing iassacions [42.8)
Payables from secerities finandng tensactions, et 55.5
Mmsets piedged 2 collateral in connedtion with sacurities firencing transacions 40
o which: trading portialia assetr 528
off witich smets which may be sold o replediped by counfvpaier 1A
o which: firancial investmonts 12
off witich smets wehich may be sold o replediped by counvpaier 12
Off-balance sheet
Fair walue of aisets neceised 25 collateral in consection with secerities fisandng kansacions 409
o which: meplediped 183.0
cifwhich: sodd in connection with short sale tamsactions M2
MNote 10a Collateral for loans and off-balance sheet transactions
1218
Secured Unszcured Tatsl
Secured by collateral Secured by
Cther atier credit
CHF millian Real estate collaterall  enhamcementst
On-balance sheet
Due fram customers, gross 4 64,213 1,457 T 4m %7630
Morigage kans, gz e ' 0 ' 4,601
of whick: seridantial moavigages 4605 - h h 4608
o which; office and busines: pemises montgages 4 4
o wlbick: indlustvial promises movigager 44 a4
o uhich; other morgages xn F
Tatal on-balance sheed, grois 4,804 84,213 1,457 1,047 102,311
Alowanees ] (152} [ [T [231)
Tatal on-balance shest, net 4,80 84,0M 1,457 ] 102,080
Off-balance shest
Costingent Rakiities, gz [ 2121 2,083 137 .77
Feevarable commitments, gross a5 9573 L 132% 50,901
Ferward starting reverse: repurchase and speerities borsowing transactans ' 1560 0 ' 1.632
Liatilies for cals on shares and other equities [ 0 0 1 7
Total off-balance sheet 458 13,438 9,680 4,887 83,327
1 Malnly comprised of cash and searfes. 7 indedes ol delt smaps and puanntess. 3 Frimanlly compaised of amounts dae from wiskdans.
783
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Legal entity financal and regulatory information
Motes to the UBS AG standalone finandal statements

MNote 10b Impaired financial instruments
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EiRFRL]
Gross impaired finan- Allowances and  Esti d lquidati Het impaired finan-
CHIF million clal Instroments provisions  procesds of collateral clal mstruments
Amoents dee from customers o 29 o 245
Mortgage loans 5 2 4 0
Gearastees and loas tommit=enks 17 1 o 14
Tetal impaired financial instruments 456 34 4 25
HNote 11a Allowances
Inream RArlease
mecognized  meoognimed
Balance in the inthe Rocoweries Famiga Ralance
s of income income: and Reclasifica- cumengy Trarsfer in as of
CHF milfan 1204 statement  stalement  Wrile-ofh  dueintersst  fions/other’ tamslation  UBE Swibwhbnd AG  H1Z15
‘Epecific allovances for amounts due from
austomes and mortgage loans B35 158 (3% {15 n 44 (18) [&11) n
Specific allovwances for due from banks LHE L o L L o L 0z o
Collective alowances’ 5 1 [1h 1} L] ] 1] {5} o
Ceher allowances Q L] 1] Q L] o L] 0 0
Total allowances E73 1548 (40% 115 Fi. 44 {18) [528) 2N
1 alnly refaes bo amounts dee fom cesomen. 7 indedes CFF 47 millen selzied te a specic alioesance for amoats Sue fom oastomers, which was mecegnized In a priar parcel
Mote 11b Provisions
Pravisa
Inceeae Rrlease wsed in
Balance in the nthe with Famiga Ralance
aof imcame income  designated Fclamifi- curmancy Trarsfer in as of
CHF milfian 111214  sitstement  stxiement pupsse  Apooawries cations  immshiion  UBS Switmmbind AG 311218
Default risk nelated fo koan commsitments
and quaraniees a3 EN £ L L 3 L 23 3
Operational risks 28 ] 5 [E] L] o (3 m L
Ltigasion, regubatary asd similar maties! 188 85 [CE 70 L o an (102p 1063
Restruchuring Ers 158 (400 {180 H 1] ] ] 288
Real estate’ 8 % (L1 [ i o - - 94
Employes beneSits. 08 4 1% a 2 1] 4] 27 165
Farental support to sshsidianies 8 o o L L 1] L L 96
Defermed banes Li] 1 1] 1} 0 ] (4] a 10
Other 112 L [{E] 113 L] o 1] 15 47
Total provisians 1831 N {152) [1.011) 12 El 24) [174) 1,786

gk

igaion sakirg bom searty

784

|hd|.sElﬁmh provisions for anesces ke conacss of CHF 75 millon s of 31 December 7005 {31 December 2014: 04F 18 million) and reinstaiement cos
peosisions for keasehold Impeowments of OHF 9 millon s of 31 Decemiter 2015 (31 Deosmber 2084 CHF 72 millon),
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MNote 12 Trading portfolio and other finandal instruments measured at fair value

CMF milian FTRFAL]
Assets
Trading partfolio asses 1,210
of whink: dlab¢ instrumpats’ ) 22,261
of which: lcted! h 15,831
of which: equity instraments h 70,018
of whik: pracious motaic and ather phyrica! cammodities ) 1,918
Total assets measured at fair valse 94,210
o whick: dair vaiuue dierived Uring & seiustion made! 18,702
off which: secunities aligible for repwvchase fransactions iv accordanoe with Dguidity reguiations ) 15,804
Liskilities
Trading partfko Ratiities nam
of which: debt inctrumentr’ ) 4,190
o which: fsted ) 3,809
of whink: equify instrements i 15,509
Fnencial Rabiities designated at ir value’ ) 8,104
Total liabilities messured at fair vabie 79,203
o whick: dair vaitse clerived Using & suation made! 0,520

1 Inchudes maney market paper. 2 Reder o Hoke 18 for mone indmmatian.

requianry irifarmatien
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Mote 13 Derivative instruments
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31218
Total natianal
CHF billon PRV HRV walues
Inberest rate cantracts -
Forwards! (1] X ] 2,458
maps L 807 7,638
o which: designated in badge o relafionshy 0d 0g 6
Futeres 0o 0n ELL
Overthe-csurter (O] optisns 174 182 1132
Exchange-teaded apions (1] ] 208
Total 869 8.1 11,768
Foreign exchange contracts . )
Forwards 177 165 1,388
Imterest and curency swaps £ L 2037
Futzres o0 ] 8
Overthe-csurter (O1€) optisns 98 83 478
Exchange-teaded apfinns (1] 0o 8
Total B6.1 614 5217
Equity/index cantracts )
Forwards (1] o 18
Swops 1] 4% 180
Futeres o0 oo L
Overthe-courter (O] options a7 7 158
Exchange-teaded opfine [T 1 m
Total 118 180 577
credit derlvathve contracts -
Crodit defelt smaps (1] 89 318
Tetal retum wwaps 08 [ &) 12
Ceher 0.0 W 4
Total 67 65 LT
Eommodity, precious metals and other contracts -
Forwards 03 03 [
Smps 07 s 18
Futzres 0.0 0n 8
Overthe-csurter (O] eptisns 0.9 0s 19
Exchange-teaded apfinns 0.7 0g 11
Total X ] 23 63
Tatal before netting as of 31 December 2015 1760 1707 17,960
o which: tracking devivatives 175.6 1707
o whizk: fiir vl derived using & vakuation model 175.2 (HE
o which: deriatives designated in hedge sccounting relstionships ad 0
o whick: fair vl dvived rzing & valmtion model [ X] 08
Hintting mith cash collatural papables/ eceivabies (18.7) [5.7)
Pepiacement walus netting (136.3) {136.3)
Tatal after netting & of 31 December 2015 I 43
o which: with contia choaving counterartis [T] [T
o wikick: with bak and brcker-desior counterparties 74 82
of which: ather cliont counterpartios 116 143
1204
Total natienal
CHF bilion L HE values
Tatal before netting as of 31 Decermber 2014 422 a1 25017
Hintting mith cash collateral papables/ ecivabies {20.0) (6.0
Repincemant wxlus netting [199.) i156.8)
Tatal after netting & of 31 December 2014 424 423

1 Indutes forwand mie aeements. 2 PAY: positiee replacment values. 1 ME: negatve eplanement sl

786
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Mote 14a Financial investments by instrument type

FTRFRL]
CHF milfon Carrying value Fair valus
Debt inssrements available-for-sake 27,296 77384
Equity inesrementz ) m 234
o whick: quakified paricipations’ ) my 17
ol . e d
Total financial mvestments 27,51 17,590
o wiich secwies eligible far ropUrThase fansactines it acoovdance with fquidly requistions 27,127 27,181
1 uaified particization: ae Ivsesimencs In which LS AG hokd B0% or meve of the total capkal or hos 2t least D% of toal votlag ighi=.
Mote 14b Financial investments by counterparty rating — debt instruments
CHE millian ERERL
Interaal UBS rating’
-1 632
=3 ) €53
i s ) 0
[ ) 0
a1 ) 0
Kon-rated ) 10
Total financial invesiments 7206
1 Eeber b Kobe 17 for mose inksimation
Mote 15a Other assets
% change from
CHE milfon 311218 a2 FTRVATY
Settlemes? and deatisg acrousts 118 348 (]
VAT and thes indinect s secoivables h F e b3
Bail deposit! h 1218 Lam ]
Cehe h 2am h T 42
o whick: athar recaiables fiom LS Graug A snd subsidianies i the U Group h 1850 (LT ]
Tatal other assets 3,988 1,568 12
1 Fiofer S Hem 1 In Mode 7% o the dated fnancial Tor mase Ink
Mote 15b Other liabilities
% change from
CHE milfon FRERDS FTRVAT) ETREXT
Oedeiral position for hedging instruments ) 1826 1597 1) -
Settlomes2 and dearisg accousss m 720 {8 5
Hiat ceficed beneit iabilifes - 128 g0 &1} 3
VT and other indinect ta payales - m (53} g
Cohes 2,208 1,732 n
e ik athar payabies fo RS Group AG and nufisidaries i the U85 Sroup N 1688 5 167 Ei
Total other liabiities 5508 6,962 [F1] gg
787
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Legal entity financal and regulatory information
Motes to the UBS AG standalone finandal statements

Mote 16 Pledged assets!

The table below provides information on assets that are primarily
pledged in connection with derivative transactions. Information
for 31 December 2014 included lcans pledged to Swiss mortgage
institutions and in connection with the issuance of covered bands.

CHF milfan

Morigage loans?

Securities

Medes of precious metaks & subsidiaries and other
Total pledged assets

EDINETOOOO

00000000000 0O(E05852)

These |oars were transferred to UBS Switzerland AG during 2015.
The table exdudes securities financing trarsactions.
= Refer to Mote 9 for more information on securities financing

transactions

31215 ETRFRTY
Carrying valus of Effective  Canyingwalue of FSactioe
pledged axsets commitment p%m commitment
0 0 7513 71642
2,847 FLT I 1568 [
0 o 108 [
2,847 288 B0 654 643

1 Excludes assets plaoed with contral banks rekated 40 undiawn oot s and for payment, deasing and settiement paiposes (31 Deoenier 2005 C4F 2.1 billon, 31 Deoember 3004: CHF 4.5 blon). 7 These pledged

st loans ser a5 colkneral for mdstag labiities
e 2015 (31 Deoember 20084; apmoslmaely CHF 45

Mote 17 Country risk of total assets

The table below provides a breakdown of total non-Swiss assets
by eredit rating. These credit ratings represent the sovereign credit
rating of the cowntry to which the ultimate risk of the underlying
azset i related. The ultimate risk country on unsecured loan pesi-
tions is the domidle of the immediate bormower, or, in the case of
a legal entity, the domidle of the ultimate parent entity. For col-
lateralized or guaranteed positions, the ulimate risk counfry is
the domidle of the provider of the collateral or guarantor. or, i
applicable, the domidile of the ultimate parent entity of the pro-

Smigs, ceniral morigage inssietions and for edsling oovesed bond Esnces. OF these pledged mortgage loans, apposl manely CHF O bilion as 31 Deoem-
ool bee vwithd sram o wsosd for faa e Matikies or oowened bond isanoes wishoot bvsaching existing oollateral requirements.

wvider of the collateral or guarantor. For martgage loans, the ulti-
miate risk country is the country where the real estate is located.
Sirmilarly, the ultimate risk country of property and equipment =
the country whers the property and equipment is located. Assets
for which Switzerland is the wltimate risk country are provided
separately in order to recondle to total balance sheets assets.
= Refer to the "Risk management and control® section of this
report for more information

EARERL

Moady's lvestoes

Clasification Intersal UBS rating  Dieseription Senvi Ssandard & Poor's Fitch CHF mmillicn %

Gand | reems=ent grade Aan AR AAA 327,888 &8

F Bal o dad Abe fo Ak Ador oAb 141,073 0

Levw risk. E Al o A3 Ao b A YT 10,848 2

4 Baal 1o BaaZ BB+ 1o BEE 88+ 10 BER 19,053 4

Bndizm ridk 5 Bzl 2 e 4,35 1

[ Subimesament grade  Bail BB+ - 2,430 1

7 Ba? 1] [ 8 o

1 Bak Ba- o 72 o

High rizk 5 B B B 172 o

0 B2 B B 93 o

1 B2 [ [ 54 o

12 Cas s [/ 216 o

Very high risk: 1 Cata eCwE et ] o

Distressed Defauit Defuind o (i [ 5 o

Subitotal 438,338 1

Swizoerkand 40,703 F

Total assets 477,048 180
T8
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MNote 18 Structured debt instruments
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The table below provides a breakdown of finandal liabilities designated at fair value which are considered structured debt instruments.

EHF milfan
Fiwed rate bonds with stuctuned featuses.
Structured debt isstrements issued:
Enquity-linked
Rates-finked
Credit-lisked
Commodities-inked’
Ft-linked
Structured ower-the-comnter debt instruments
Total financial Rabilities designated at fair value

¥.12.18
nmry

30,238
16,118
1,945
1,07%
218
4451
58,104

1 Inclugies precious mitak-inked debt |snumenis lssed,

In addition to finandal liabilities designated at fair value, cartain
structured debt instruments were reported within the balance
shest limes Bonds issued and loans from central mortgage institw-
tions and Duwe to customers. These instruments were bifurcated
for measurement purposes. As of 31 Decemnber 2015, the carry-

Mote 19a Share capital

ing walues of the host instruments amounted to CHF 2,204 milkion
and CHF 220 millicn, respactively. The carrying values of the bifur-
cated embedded derivatives wera negative CHF 126 million and
positive CHF 66 million, respectively

ETRFAT] FTRFAT]
O wiick: dividend ]
Parsslueis CHF  Mumber of shares bemsing  Parvalue in CHF  Mumber of shares bearing
Share capital 0840847  LUSEAOLASE  LESHAOGAG6  JDAMSGO91  ABMSE001]  TMMZMTESE
o whick: shares autctanding 584087 RESRACSEE  BUSEACEASE  BBAJLSEE  RB2M56 ZB24a5e58
o whick: freaswy shares held by LIS AG 20,98 2115 258
Corditonal stam cptal 85235278 55238378 SLE0031 516200312
o whick: capital imcresss during e poar LIRSS [RR4T.5ER EEaR 2EERAL
1 Registhored shanss Issiee.,

UBS AG's share capital is fully paid up. Eadh share has a par value
of CHF 0L10 and entitles the holder to one vote at the UBS AG
shareholder’s meeting, if entered into the share register as having
the right to vote, a5 well as a proportionate share of distributad
dividends. UBS AG does not apply amy restrictions or limitations
on the transferability of shares.

Treasury shares
As of 1 January 2015, UBS AG held 2,115,255 tressury shares,
which were exchanged with UBS Group AG shares in 2015,

Mon-distributable reserves
Noredistributable reserves consist of 509% of the share capital of
UBS A, amounting to CHF 193 million as of 31 December 2015.

Mon-cash dividends

During 2015, shares issued by UBS AG increased by 13,847 553

shares due to the issuance of new UBS AG shares out of conditional

share capital upon distribation of a share dividand in May 2015.
As part of the establishment of UBS Business Solutions AG, UBS

AG transferred its participation in the Poland Service Center as a

dividend-in-kind at book value of CHF 5 million o UBS Group AG.
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Legal entity financal and regulatory information
Motes to the UBS AG standalone finandal statements

Mote 19b Significant shareholders
1218 ERRFEAT

CMF million, exegd where indicated Share capital held  Shanes held (%)  Share capital held  Shanes bald (%)
Significant direct charsholder of URS &G
LBS Group AG 386 100 EYH a7
Significant indirect shareholders of URS AG
Chase Nomizees L., London ) 35 9 34 9
GIC Private Limiled, Singapore ; 25 B 25 T
ITC (Corde & Co), New Yook . 4 ] a1 6
Mortrest Nomisees Lid, London 14 4 13 4

1IDTC {Cade & Cou, Kiewr Youk, *The Deposibony Tust Company®, b5 a US secusities chearing argantzation.

Significant shareholders presented in this Mote are those that,  share capital of UBS AG held by indirect shareholders represent
directly or indirectly, hold 3% or mare of UBS AG% total share  their relative holding of UBS Group AG shares. They do not have
capital. The scle direct sharehclder of UBS AG is UBS Group AG,  woling rights in UBS AG.

which holds 1003 of UBS AG shares. These shares entitle to vot- = Refer to Mote 22 to the UES Group AG standalone financial

ing rights. Indirect shareholders of UBS AG induded in the table statemnents for mone information on significant sharehalders of
above comprise direct shareholders of UBS Group AG, who are UBS Group AG

entered into the UBS Group AG share register. The shares and

Mote 20 Swiss pension plan and non-Swiss defined benefit plans

a) Liahilities related to Swiss pension plan and non-Swiss defined benefit plans

CHF milian 3.4215 HAZIS
Provisian for Swizz pensicn plan [ [
Met defired benest liabilifes for noe-Swiss defined benefit plass ) 12 0
Tetal rovision for Gtz pension plas and net defined besefit liskilties for non-Seisz defised beneéit plans 129 &0
Barik accounts at LIES and LIES debd instrumests held by Swiss permion fund 80 m5
UBS dorivatioe fisancal instruments held by Swiss pession fusd ) - 102
Total llabilities related to Swiss pension plan and nan-Swiss defined benefit plans 416 1,168
b} Swiss pension plan
5o or for the year ended

CHF millan 314218 HALM
Pension plam swrpius' 2,243 4572
Ecnsomic benefit! [nbf gation] of LB AG ' ' [
Change in economic benefit/ obiigasion recognized in the: income stabement L] 1]
Employer msrbutions for the parisd eesgnized in the inco=e statement ) m Frr
Perfor=ance reward: rebated p=ployer contribetinns accrued ) W 4
Total pension expense recognized In the income stal i within P | ko] L)

1 The pension plan serples is determrined In acoosdance wih FER 26 and comststs of the reserve for e flecuation in asset vake The saiphe did not sepeesent an economic benefk for UES AG In acoodance with FES: 16
ol 31 Deoember 3015 or 31 Denemier 7014,

UBS AG has elected to apply FER 16 for the Swiss pension plan  The Swiss pension plan had no employer confribution reserve in
and 145 19 for its UK and other non-Swiss defined benefit plans. 2015 or 2014,
= Refer to Note 28 to the consolidated financial statements for
mone information on non-Swiss defined benefit plans in
accordance with L1AS 19

790
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MNote 21 Share-based compensation

Following the establishment of UBS Group AG as the ultimate
holding company of the UBS Group, the obBgations of UBS AG as
grantor of ceriain outstanding awards under employee share,
option, notional fund and deferrad cash compensation plans were
transferred to UBS Group AG. Expensas for such awards grantad
to UBS AG employees are charged by UBS Group AG to UBS AG.
Obligations relating to deferred compensation plans which are
required to be, and hawe been, granted by employing andfor

Mote 22 Related parties
Transactions with related parties are conducted at internally

agreed fransfer prices, at arm's length, or with respect to loans,
fized advances and mortgages to non-independant members of

EDINETOOOO

00000000000 0O(E05852)

sponsoning subsidiaries, such as UBS AG, have not been assumed
by UBS Group AG and will continue on this basis. Furthermare,
obligations related o other compensation vehidles, such as defined
benefit pension plans and other kocal awards, have not been
assurmed by UBS Group AG and are retmined by the relevant
emgloying and/ or sponsoring subsidiaries, such as UBS AG.
= Refer to Hote 29 to the consolidated finandal statements for
maore information

the Board of Directors and Group Executive Board members on
the same terms and conditions that are availsble to other

employees.

EIRFRE
CHF millian Amoents dee from [r————
Cualified shaneholders 581 5776
o whick: Die fom /o curtamers (7 5171
Subsidiavias 119,900 07,054
o whick: Die fom o banks e 28,685
e wick: Dow fom /1o curtamar 2o R558
o wiick: Reemivabies /payabler from securities financing temsscians sqa22 44,149
ffited entitios nr 5752
o whick: Doe fom /o curtamers o 5,699
Members of the Boerd of Direciors and Groep Evecutive Board n
Extemal audors 0
Crhes related parties’ 9

1 Frimarily rebaes o UBS Secarties Co Limied, Sefing, inwhich UBS A has 2 24.99% equky interest

As of 31 December 2015, off-balance sheet positions related to subsidiaries amounted to CHIF 26.5 billion, of which CHF 19,4 bilkion
were guarantees to third parties and CHF 5.3 billion were loan commitments.

Mote 23 Fiduciary transactions

CHF millan
Fiduziary depeils

o which: placed with thichparty banks

e which: placed with subsidiavier and afflisted entitie:
Total fiduciary transactions

% change from
1218 FTRFAT) AL
o 5,869 =)
ne e 1]
o o gt

o 5,859 =)

Fiduciary transactions emcompass transactions entered into or
granted by UBS AG that result in holding or placing assets on
behalf of indriduals, trusts, defined benefit plans and other insti-
tutions. Unless the recognition criteria for the assets are satisfied,
these assets and the related income are exduded from UBS AG'
balance sheet and income statement, but disdosed in this Mote as

off-balance sheet fidudiary transactions. Client deposits that are
initially placed as fidudary transactions with UBS AG may be rec-
ogrized on UBS AGS balance sheet in stuations in which the

deposit is subsequently placed within UBS AG. In such cases,
thess depasits are not reported inthe table above.

™
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Legal entity financal and regulatory information
Motes to the UBS AG standalone finandal statements

MNote 24a Invested assets and net new money
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Far the year endind
CHF bilon iR FRL]
Fund azef managed 11
Disrelionary s 166
(Crhps imiested assets n
Total invested asets 488
ofwitioh double coust 2
Bt new momey 0.0
Mote 24b Development of invested assets
Far the year esded
(A lilion EiRFRL]
Total imvestd assets a1 the beginning of the year' 1,076
et new money o
Market movements? ]
Foreign cerency tanslation (29)
Transfer to LIES Switzerdand A0 (587
(Cher effects (1)
cefwiioh: soguisitons /idheriments) (1)
Total invested sets at the end of the year' 408

1 Inchugies doutle courts. 7 Inchdes Infenest and disidend Income.

= Refer to Mote 35 to the consolidated financial statements for more information
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UBS AG
UBS AG UBS AG
UBS AG UBS AG
IFRS UBS AG UBS AG
UBS AG UBS AG
UBS AG
UBS AG UBS AG
UBS AG
AG
UBS AG 2014 12 31 UBS AG
NCI 2014 12 31
UBS AG NCI UBS AG
UBS AG NCI
UBS AG UBS AG NCI
UBS AG
UBS AG 2015 12 31 UBS
AT
CET CET
AG AT 2015
2014 2015
DCCP Tier
UBS AG 2012 2013
~ UBS AG UBS AG
UBS AG
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UBS AG
UBS AG
UBS
UBS AG
AG
UBS
UBS AG AT

DCCP

https://www.ubs.com/global/en/about__ubs/investor__relations/annualreporting/2015.html

Capital management
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UBS AG( )
2015 12 31 2014 12 31 2013 12 31
30,605 28,026 27,732
25,198 25,557 24,461
( ) 5,407 2,469 3,272
UBS AG 6,235 3,502 3,172
13.5 8.2 8.0
3.1 2.8 2.5
82.0 90.9 88.0
78.0 10.4
2 2.2 2.5 3.4
Tier 3 15.4 14.2 12.8
4 5.7 5.4 4.7
RoE 11.7 7.0 6.7
14.1 12.4 11.4
943,256 1,062,327 1,013,355
UBS AG 55,248 52,108 48,002
Tier 3 32,042 30,805 28,908
Tier 3 41,516 44,090 42,179
208,186 217,158 225,153
8 212,609 221,150 228,557
Tier
19.5 19.9 18.5
8 21.0 19.0 15.4
8 24.9 25.6 22.2
4 4.9 4.1 3.4
898,251 999,124 1,015,306
4 904,518 1,006,001 1,022,924
2,689 2,734 2,390
58,131 60,155 60,205
1
https://www.ubs.com/global/en/about__ubs/investor__relations/annualreporting/2015.html Measurement
2
of performance 2015 99
s SRB
UBS AG Capital management 4 SRB
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UBS AG UBS AG
2015 12 31 2014 12 31
UBS AG UBS AG UBS AG UBS AG
30,605 30,605 0 0 28,027 28,026 1 0
25,116 25,198 (82) 0 25,567 25,557 10 0
5,489 5,407 82 2 2,461 2,469 ®) 0
2,689 2,676 13 0 2,326 2,326 0 0
718 692 26 4 900 900 0 0
1,646 1,646 0 0 1,506 1,506 0 0
584 583 1 0 467 467 0 0
1,892 1,852 40 2 89 89 0 0
(2,040) (2,042) 2 0 (2,655) (2,646) 0] 0
(818) (822) 4 0 (652) (643) 0] 1
ALM 282 281 1 0 2 2 0 0
(1,503) (1,501) 16 0 (2,005) (2,005) 0 0
6,386 6,314 72 1 3,640 3,649 ©) 0
6,203 6,235 32 @ 3,466 3,502 (36) @
77 7 142 142 0 0
183 3 180 32 5 27 540
(605) (606) 1 0 1,580 1,580 0 0
(506) (545) 39 @ 1,453 1,459 ) 0
59 59 80 119 Gl 6
(99) @ ©7) 47 3 44
5,781 5,709 72 1 5,220 5,229 ©) 0
5,698 5,690 8 0 4,920 4,961 “1) @
18 18) 221 260 Gl as
83 1 82 79 7 72
942,819 943,256 437) 0 1,062,478 1,062,327 151 0
885,511 886,013 (502) 0 1,008,110 1,008,162 (52) 0
57,308 57,243 65 0 54,368 54,165 203 0
55,313 55,248 65 0 50,608 52,108 |  (1,500) )
1,954 | (1,959 2,013 | (2,013
1,995 41 1,954 3,760 45 3,715

593/636



EDINETOOOO
00000000000 0O(E05852)

ooooooo
Tier 30,044 32,042 | (1,998) () 28,941 30,805 | (1,864) O)
Tier 6,154 1,252 4,902 467 0 467
Tier 11,237 10,325 912 9 11,398 10,451 947 9
47,435 43,619 3,816 9 40,806 41,257 (451) @
207,530 208,186 (656) 0 216,462 217,158 (696) 0
Tier 14.5 15.4 (0.9) 13.4 14.2 (0.8)
22.9 21.0 1.9 18.9 19.0 (0.1)
897,607 898,251 (644) 0 997,822 999,124 | (1,302) 0
5.3 4.9 0.4 4.1 4.1 0.0
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UBS AG
SRB
UBS AG SRB
SRB CAO 125
FINMA
FINMA 2013 12 20 UBS AG 2014
SRB
- 2014 12 31
3
51.7 42.4
1.9 3.5
0.0 3.7
(16.6) 9.2)
©.4) 0.4)
.0 “.2)
Tier ( ) 32.7 35.9
Tier 0.0 0.0
Tier 0.0 6.4
( 32.7 42.2
IFRS SRB Tier
CET 32014 12
31 2015 UBS AG  UBS AG
UBS AG
SRB
2015 2015 2014 2015 2015 2014
12 31 12 31 12 3 . 12 31 12 3 23 .
Tier 10.0 14.4 12,2 22,717 32,656 35,851
0.0 0.0 0.1 0 0 322
Tier 11.6 14.4 12.2 26,337 32,656 35,851
0.0 2.2 0 6,390
14.0 14.4 14.4 31,804 32,656 42,241
o014 12 31 2015 UBS AG  UBS AG
UBS AG
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SRB
2015 12 31 2014 12 31
Tier
Tier 32,656 35,851
Tier
1,252 0
(1,252 0
Tier 0 0
Tier 32,656 35,851
Tier
10,325 10,451
(10,325) (4,061)
Tier 0 6,390
32,656 42,281
Tier 14.4 12.2
Tier 14.4 12.2
14.4 14.4
227,170 293,889
L2014 12 31 2015 UBS AG  UBS AG
UBS
AG
SRB
SRB
24
2015 12 31 UBS AG 3.4
14.0 24
SRB
SRB SRB
1 2
2015 2015 2014 2015 2015 2014
12 31 12 31 12 31 12 3 12 31 12 3 ,
Tier 2.4 5.2 3.8 15,216 32,656 35,851
Tier 2.8 5.2 3.8 17,640 32,656 35,851
3.4 5.2 4.5 21,302 32,656 42,281
Tier 10 24 Tier 11.6 24
14 24 2 LRD
SRB 2015 12 31 BIS LRD
BIS LRD  FINMA
$2014 12 31 2015 UBS AG  UBS AG
UBS AG
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SRB
2015 12 31 2014
GAAP 477,045 770,253
GAAP IFRS 169,961 231,226
(295,490) (374,315)
351,516 627,165
2 124,079 153,659
2 130,766 70,859
42,573 102,117
SRB Tier (14,948) (9,552)
’ 633,985 944,248
2015 12 31 2014 12 31
Tier 32,656 35,851
Tier 0 6,390
32,656 42,241
SRB 5.2 4.5
SRB 2015 12 31 SRB LRD
BIS LRD BIS LRD
FINMA 2015 12 31
LRD 2015 UBS AG
UBS AG
SRB LRD
2014
ETD oTC CEM
BIS
2015 12 31
BIS Tier 32,656
633,985
BIS 5.2
FINMA LCR
2015 SRB 100 LCR LCR
2015
108
93
219
125
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UBS AG 2015
2016
2016 18 UBS AG
2016 UBS AG
@
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2015 12 31
UBS AG UBS 2015
UBS AG UBS AG 2015
UBS AG 2016
2016 UBS AG UBS AG 2016
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UBS AG IFRS
UBS AG
IFRS
38 GAAP
IFRS
UBS AG IFRS
UBS AG
IFRS
IFRS
€))
€))
IFRS IFRS 10
IAS 28
22
18
18
IFRS US GAAP
16
(b)
IFRS IFRS 10

IAS 28
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22
16

@

IFRS

IFRS 10

22
22
15
22 2011 2013

®

IFRS IFRS 2010

IFRS

22

601/636



EDINETOOOO
00000000000 0O(E05852)

Ogoooood
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( )
22 2013 2015
)
IFRS IFRS
21
20
®)
IFRS IAS 39
10
©)

IAS 39
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10
a)
b)
a b)
IFRS IFRS Dayl
Q)
IFRS IAS 39
®

UBS AG IAS 40
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©®
IFRS IFRS

(10)
UBS AG 2011

2013

1)
@
IFRS IAS 36

(b)

26

UBS AG

IAS 19

20

2012
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IFRS IAS 39

10

(12)
IFRS IAS 39

10

(13)
IFRS IFRS

IFRS

(14)
IAS 39

UBS AG 2008 10

10

605/636



EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

(15)
IFRS IAS 19

@

@

®

20

*
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21 20
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2011 UBS AG

2006

Q)

FER 16

FER 26
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2015
2015 30
2015 13
2015 18
2015 20
2015
2015 10
2015 13
2015 22
2015 15
2015 26
2015
2015 16
19
2015 16
2015 16
2015 18
2014 2015 30
2015 30
2015
2015 17
2015 31
2015
2015
2015
2015 10
2015 14
2015 18
2015
2015
2015 2015 30
2015 30

2015 30
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2015 10
2015 10
2015 10
2015 10 16
2015 10 20
2015 10 29
2015 11 10
2015 11 13
2015 11 13
2015 11 13
2015 11 13
2015 11 17
2015 11 19
2015 12 22
2016

2016 14
2016 21
2016

2016 17
2016 19
2016 26
2016 29
2016

2016 13
2016 22
2016

2016 13
2016 13
2016 20
2016 20
2016 30
2016 17
2016 21

2016 23
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2016 27
2016 7 28 / ( )
@
2 1
@
2
2. (b)
( )
€))
( 28 6 14 )
549,069,100 100
2018 9 6 ( )
€H)
7 2
@
2
2. (b)
( )
©)
( 28 6 20 )
100
502,664,337
2015 5 13 178 2015 6

30 9,000,000
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2016 10 28 / ( )
@
3 13
@
2
2. )

( )
€)

( 28 6 24 )

1,662,889,504
100

2016 11 29 / ( )
@
1006
@

2. 0)

®

( 28 6 27 )

100
2,453,053,497

2018 11 21 «C )
@
14 1
@

2. O

®
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( 28 5 12 )
100
1,431,236,800
( )
28 5 1 28 5 12
2018 11 21 ( )
€Y}
17
@
2
2. ®)
( )
©)
( 28 6 23 )
198,208,086
( ) 100
2018 11 21 ( )
€Y}
2500
@
2
2. ®)
( )
©)
( 28 5 12 )
349,899,784
100
28 5 1 28 5 12
2018 12 6 (
)
€Y}
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@
2
2. )
( )
©)
( 28 6 23 )
2
2
3,822,562,601
100
1 28 6 1 28 6 23
2
2019 1 24 ( )
€H)
27 1
@
2
2. )
( )
€)
( 28 6 21 )
1,655,446,177 1,000
10 2017 1 27 / ( )
€H)
5 1
@
2
2. ()
( )

®
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( 28 5 2 )
100
871,924,572
( )
28 5 1 28 5 26
11 2017 5 26 / ( )
€H)
4 24
@
2
2. )
( )
€)
( 28 6 23 )
100
193,735,000
12 2017 6 29 / ( )
@
7 1
@
2
2. )
( )
€))
( 28 6 17 )
1,262,588,460 100
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2016 7 28
@
15 (
28 6 14
24
@
2018 9 6
@
112 (
28 6 20
24
@
2016 10 28
@
2 (
28 6 24
24

@

27 4 1

27 4 1

27 4 1

28 6 23

28 6 20

28 6 27
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3 1 3
2 51
1 5 11
3 21
7 32
4 1
1 2 3
2 1
2016 11 29 / ( )
€Y}
109 ( 27 4 1 28 3 31 )
28 6 27
@
1006
5 1
2 1
8 20
2018 11 21 C )
@
20 1 ( 28 1 1 28 3 31 )
28 5 12
@
14 1
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112

2018 11 21
€))
83
28 6 23
@
2018 11 21
€))
28 5 12
@
2018 12 6
)
€))
28 6 23

@

24

82

(

27 4 1
28 6 24
4
1 ( 28
27 4 1
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28 3 31 )
19 2 9 2
17
18 14
2 1
( )
11 28 3 31 )
2500
2 1
(
28 3 31 )



2019 1 24
€H)
135 (
28 6 21
24
@
10 2017 1 27
€H)
91 (
28 5 26
24
(
@

11 2017 5 26
€))

27 4 1

27 3 1

28 6 23

28 5 26
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9 1
2 1
8 20
( )
28 3 31 )
19 2 9 2
27 1
2 1
( )
28 2 28 )
19 2 9 2
) 28 6 3
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1
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29 ( 27 4 1 28 3 31 )
28 6 23
@
4 24
4 1
5 5
3 2
2 1
8 20
14 2
12 2017 6 29 / ( )
@
99 ( 27 4 1 28 3 31 )
28 6 17
28 6 22
24 5 4 19 1
2 9 2
@
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2018
2018
2018
2018

28
25
25
28

1508)
2018 11 2

1510)
2019 3 14
2019 3 15
2019 18

o o1 B~ADN

w

2019
2019
2019
2020

25
16

o o o b

28

2020 9 29

2020 11 2

225

225

50

12

60

50

12 31 1,000
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(
(
65
2 60
(
1508 )
(
1509 )
1510 )
50 S&P500
225 225
225
225
225
50
™I
™I
95 50 ETF
1991
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S&P500 S&P
S&P
S&P500
S&P
S&P
S&P500
225 50 S&P500
225
2011 2012 2013 2014 2015
10,857.53 10,395.18 16,291.31 17,935.64 20,868.03
8,160.01 8,295.63 10,486.99 13,910.16 16,795.96
2015 2015 2015 2015 10 2015 11 2015 12
20,841.97 20,808.69 18,770.51 19,083.10 19,944.41 20,012.40
19,737.64 17,806.70 16,930.84 17,722.42 18,683.24 18,565.90
2016 17 225 15,599.66
50
2011 2012 2013 2014 2015
3,068.00 2,659.95 3,111.37 3,314.80 3,828.78
1,995.01 2,068.66 2,511.83 2,874.65 3,007.91
2015 2015 2015 2015 10 2015 11 2015 12
3,686.58 3,676.75 3,270.09 3,425.81 3,506.45 3,479.64
3,294.19 3,073.39 3,019.34 3,069.05 3,360.65 3,139.24
2016 17 50 2,849.17
S&P500
2011 2012 2013 2014 2015
1,363.61 1,465.77 1,848.36 2,090.57 2,130.82
1,099.23 1,277.06 1,457.15 1,741.89 1,867.61
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2,128.28 2,104.18 1,995.31 2,090.35 2,109.79 2,102.63
2,046.68 1,867.61 1,881.77 1,923.82 2,023.04 2,005.55
2016 17 S&P500 2,071.22
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To the General Mesting of

UBS Group AG, Zurich

Basel, 10 March 2016

Report of independent registered public accounting firm on internal control
over financial reporting

We have audited the internal control over financial reporting of UBS Group AG and subsidiaries as of 31 December 2015,
based on criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (2013 Framework) (the COSO criteria). UBS Group 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 393.

Our responsibility isto express an opinion on the Company's internal control over financia 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'sinternal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financia statements for external purposes in accordance with
generally accepted accounting principles. A company's internal control over financia 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 Group AG and subsidiaries maintained, in all material respects, effective interna control over
financial reporting as of 31 December 2015, 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
Group AG and subsidiaries as of 31 December 2015 and 2014, and the related consolidated statements of income,
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comprehensive income, changes in equity and cash flows, and notes thereto, for each of the three years in the period ended

31 December 2015, and our report dated 10 March 2016 expresses an unqualified opinion thereon.

Ernst & Young Ltd

Marie-Laure Delarue Troy J. Butner

Licensed Audit Expert Certified Public Accountant (U.S.)
(Auditor in Charge)
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To the General Mesting of

UBS Group AG, Zurich

Basel, 10 March 2016

Report of the statutory auditor and the independent registered public
accounting firm on the consolidated financia statements

As statutory auditor, we have audited the consolidated financia statements of UBS Group AG and subsidiaries which are
comprised of the consolidated balance sheets as of 31 December 2015 and 2014, and the related consolidated statements of
income, comprehensive income, changes in equity and cash flows, and notes thereto, for each of the three yearsin the
period ended 31 December 2015 on pages 398 to 559.

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 (IASB), and the requirements of Swiss law. This responsibility includes designing, implementing and maintaining
aninternal 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 audits. We conducted
our audits 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 about whether the consolidated financia 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 all material respects, the financial
position of UBS Group AG and subsidiaries at 31 December 2015 and 2014, and the consolidated results of operations and
the cash flows for each of the three yearsin the period ended 31 December 2015 in accordance with IFRS, as issued by the
IASB, 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 financia 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 financial reporting of UBS Group AG and subsidiaries as of 31 December 2015, based on
criteria established in Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission (2013 Framework), and our report dated 10 March 2016 expresses an unqualified opinion
thereon.

Ernst & Young Ltd

Marie-Laure Delarue Troy J. Butner

Licensed Audij Expert Certified Public Accountant (U.S.)
(Auditor in Charge)

632/636



EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

UBS AG
2016 10
772 792 2015 12 31
UBS AG
2015 12 31
Auditor Oversight Act AOA
Code of Obligations CO 728 ACA 11

CO 728 a 890

633/636



EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

Marie-Laure Delarue Bruno Patusi

2015

634/636



EDINETOOOO
00000000000 0O(E05852)
oOoOooodn

To the General Mesting of

UBSAG, Zurich and Basdl

Basel, 10 March 2016

Report of the statutory auditor on the financial statements

As statutory auditor, we have audited the accompanying financial statements of UBS AG, which comprise the balance
sheet, income statement and notes (pages 772 to 792), for the year ended 31 December 2015.

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 about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers the internal control system relevant to the entity's preparation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity's internal control system. An audit also includes evaluating the appropriateness of the accounting policies used
and the reasonableness of accounting estimates made, as well as evaluating the overall presentation of the financial
statements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements for the year ended 31 December 2015 comply with Swiss law and the company's
articles of incorporation.

Report on other legal requirements
We confirm that we meet the legal requirements on licensing according to the Auditor Oversight Act (AOA) and

independence (Art. 728 Code of Obligations (CO) and Art. 11 AOA) and that there are no circumstances incompatible with
our independence.
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In accordance with article 728a paragraph 1 item 3 CO and Swiss Auditing Standard 890, we confirm that an internal
control system exists, which has been designed for the preparation of financial statements according to the instructions of

the Board of Directors.

We further confirm that the proposed appropriations of available earnings comply with Swisslaw and the company's
articles of incorporation. We recommend that the financia statements submitted to you be approved.

Ernst & Young Ltd

Marie-Laure Delarue Bruno Patusi

Licensed Audit Expert Licensed Audit Expert
(Auditor in Charge)
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