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9,333 41 9,928 55
3,770 17 451 3
294 1 565 3
22,601 100 18,090 100
2008 12 31
11,564 1,453 5,207 25
(9,219) (1,158) 805 4
6,132 770 1,337 7
(10,519)(1,321) 10,505 51
3,122 392 495 2
(284) (36) 2,184 11
796 100 20,533 100
UBS
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2010 20009 2008 20009
12 31 12 31 12 31 12 31
6,215 6, 446 5,992 (4)
7,471 (324) (25,820)
13,686 6,122 (19, 828) 124
1 7,508 382 (27,203)
4,624 5,053 6,160 (8)
1,554 687 1,214 126
13,686 6,122 (19,828) 124
3 10,603 13,202 20,213 (20)
1,436 2,629 22,521 (45)
6,015 7,150 22,397 (16)
262 316 404 (17)
557 164 145 240
18,872 23,461 65, 679 (20)
1,984 3,873 18,150 (49)
1,282 2,179 16,123 (41)
3,794 3,878 9,162 (2)
2,392 2,855 7,298 (16)
3,206 4,231 8,954 (24)
12,657 17,016 59, 687 (26)
6,215 6,446 5,992 (4)
3 2010 37 20009
66 2008 42
2010 20009 2008 20009
12 31 12 31 12 31 12 31
2,356 2,462 4,694 (4)
2,000 (5,455) (35,040)
3,115 2,668 4,525 17
7.471 (324) (25,820)
465 678 (974) (31)
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(1,001) (6, 741) 44, 284 85
1
2
27
2010
(2009 ) 2010
SNB UBS (20009
)
SNB
2010 20009 2008 20009
12 31 12 31 12 31 12 31
1,157 1,590 1,138 (27)
755 796 818 (5)
1,912 2,386 1,957 (20)
M& A 857 881 1,662 (3)
1 4,930 5,400 7,150 (9)
3,898 4,000 5,583 (3)
5,959 5,863 7,667 2
361 264 317 37
17,918 18,794 24,335 (5)
448 339 273 32
850 878 1,010 (3)
19,216 20,010 25,618 (4)
1 1,093 1,231 1,164 (11)
1 964 1,068 1,524 (10)
2,057 2,299 2,689 (11)
17,160 17,712 22,9209 (3)
1 3,837 4,169 5,985 (8)
Lo1o0 UBS
2009 12 31 2008 12 31 817
1,059 2009 12 31 2008 12 31
599 2009 12 31 2008 12 31
300 460 UBS
2010 2009 2008 20009
12 31 12 31 12 31 12 31
1 (7) 96 (184)
256 (1) 199
81 37 (6) 119
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331 133 9 1409
204 110 6 1°5 85
(72) (34%) (202) 79
132 (239) 413
5 53 72 88 (26)
6 8 (39) 0
690 672 183 3
1,214 5909 692 103
! 20009 UBS 498
o010 180
UBS 360 4
155 86 55
5 6
! 2010 324 2009 205
2010 158 2009 UBS
304
2010 20009 2008 2009
12 31 12 31 12 31 12 31
7,033 7,383 7,775 (5)
31 4,082 2,809 1,674 45
31 310 830 1,025 (63)
232 275 423 (16)
826 80 4 660 3
30 724 988 972 (27)
31 2,667 2,426 2,435 10
1,047 1,027 1,298 2
16,920 16,543 16,262 2
HLo1o UBS FI NMA
2009 12 31 648 2008 12
702 2010 UBS
2009 12 31 47 2008 12 31 46
2010 2009 2008 2009
12 31 12 31 12 31 12 31
1,252 1,420 1,516 (12)
T 555 623 6609 (11)
66 4 697 888 (5)
669 695 926 (4)
339 225 408 51
466 412 728 13
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754 830 1,085 (9)
T 1,078 836 1,029 29
807 512 3, %49 58
6,585 6,248 10, 498 5
! 21 2 1,464
UBS 917
EPS
2010 2009 2008 2009
12 31 12 31 12 31 12 31
UBS 7,534 (2,736) (21,292)
7,533 (2,719) (21,442)
1 (17) 150
UBS 7,534 (2,736) (21,292)
(2) (5) (28) 60
EPS UBS
7,532 (2,741) (21,320)
7,531 (2,724) (21,470)
1 (17) 150
EPS 3,789,732,393%38%1,0862,.28%2, 023,098 4
1 48,599,111 754,948 1,151, 556
EPS
3,838,3323046%1,841220%3, 174,654 5
0 20,166, 3787,909, 964 (100)
1.99 (0.75) (7.63)
1.99 (0.74) (7.68)
0.00 0.00 0.05
1.96 (0.75) (7.63)
1.96 (0.74) (7.69)
0.00 0.00 0.05
3,830,840356%8, 1122,7%532, 580,549 8
38,892,03B7,553,87®1,903, 121 4
3,791,948,34%20, 558288710, 677, 428 8
2 23,252,487
3 580,261273,264, 4605, 547, 748 (100)
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EPS 3,792,528,374®3, 82333429, 477,663 0
1
2010 12 31 2009 12 31 2008 12 31
241,320,185 288,915,585 283,263, 330 SNB
2 20009
0.81 2009 12 31 2008 12 31 2008
272,651,005 2008 12 31 2008 12 332, 2.
a
2010 20009
12 31 12 31
17,158 16,836
(24) (32)
17,133 16,804
122,499 121,031
20,362 19,970
99,710 100,887
L 21,392 27,237
263, 964 269, 124
(1,087) (2,648)
1 (273) (179)
262,877 266,477
280,010 283,281
161,109 159,990
7,376 9,681
22,142 25,360
52,097 60,520
16, 984 13,659
24,672 20,759
284,381 289,969
(1,111) (2,680)
2 283,270 287,289
144,403 142,617
46,565 39,463
30,890 39,439
62,523 68, 450
284,381 289,969
(1,111) (2,680)
2 283,270 287,289
2010 12 31 ( ARS ) 43 (2009 1
78 ) 74 (2009 12 31 115 )
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ARS97 (2009 12 31 80 ) ARS
157 2009 12 31 66 63 200
12 31 96 2 2010 12 31 33 2009
12 31 40 12
b
2010 2009
12 31 12 31
2,771 49 2,820 3,070
(1,505) 0 (1,505) (2,046)
79 0 79 52
67 (2) 66 1,832
0 0 0 (51)
(173) 0 (173) (37)
1, 2'39 47 1,287 2,820
2010 2009
12 31 12 31
24 0 24 32
1 1,039 47 1,087 2,648
46 0 46 51
1,109 47 1,157 2,730
130 0 130 90
1,239 47 1,287 2,820
5010 12 31 254 2009 12 31 1,192
10
2010 12 2®10 12 2D®V10 12 2D09 12 22109 12 2D0O09 12 31
20, 302 91,788 20, 230 17,143 71,051 29, 705
42,153 51,002 17,841 46, 364 45, 638 24, 069
62,454 142,790 38,071 63,507 116, 689 53,774
2010 12 31 2010 12 2D09 12 31 2009 12 31
2010 12 31 2009 12 31
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5,820 28,201 34,930 7,268 26, 167 32,932
831 46,595 23,994 727 38,008 33,165
6,651 74,796 58, 924 7,995 64, 175 66, 097
11
23
2010 2009
12 31 12 31
1 83,952 85, 483
13,292 3,778
19,843 22,498
25,996 25,795
1 14,711 10,850
35,647 39,902
134,310136, 234
57,506 57,541
18,056 21,6109
209,873215, 393
18,942 16,864
228,815232,258
! 29,628 26,317
237 85
11,729 10, 351
7,699 3,384
L 3,107 3,462
4,640 5,447
37,376 35,226
17,599 12,243
54,975 47,469
2010
2010 2009
12 31 12 31
43,583 22,543 310 66,435 67,528



1,097

0

7,070
7,070

42,275 3,864
3,117 2,425
4,287 3,741
2,360 925

51,751 72,222 10, 337

EDINETOOOO

00000000000 0O(E05852)

47,237
5,543
15,0098

10, 355

oOoOooodn

49,460
5,559
13,688

9,202

134,310136, 234

40,861 2,041 273 43,175 43,074
5,432 8,726 174 14,331 14,467
46,292 10, 767 446 57,506 57,541
18,056 0 0 18,056 21,619
116,10082,989 10,783 209,873215, 393

18,942 16,8614

228,815232, 258

25,079 1,561 10 26,650 22,259

864 9,544 117 10,525 12,033

0 0 0 0 160

77 97 27 200 774

76 47 0 123 515

26,020 11, 201 154 37,376 35,226

15,947 419 128 16,494 11,615

959 146 0 1,106 629

16,906 565 128 17,599 12,243

42,926 11,766 282 54,975 47,469

12

2010 2009

12 31 12 31

2,331 3,052

929 957

2,784 3,712

1,345 1,662

1,115 840

8,504 10,223
2010 12 31 856 2009 12 31

2010 12 31 2009 12 31 3,
4,845
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2010 20009
12 31 31
4,075 4,224
. 1,730 2,699
. (5) 90
2010 20009 2010 20009
12 31 12 31 12 31 12 31
100 530 (27) (128)
(94) (435) (5) 90
UBS
13
2010 20009
12 31 31
67,552 76,938
3,206 646
38,070 47,282
8,303 4,741
6,541 3,950
1 5,091 2,937
765 531
73,4009 80, 406
1,359 1,351
74,768 81,757
514 577
(662) (93)
(148) 484
(243) 375
2010 20009
12 31 31
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52,285 5,324 32 57,642 64,908
561 11,045 6 4 11,670 14,688
6 4,078 13 4,097 810
2 4,078 13 4,093 807
52,852 20,447 110 73,409 80,406
80 445 496 1,021 862
87 23 110 119
2 1 224 227 370
82 533 743 1,359 1,351
52,935 20, 980 853 74,768 81,757
2010
2 12 31
14
2010 2009
12 31 12 31
870 892
19 14
(94) (38)
0 (1)
86 42
(6) (4)
(29) (30)
(55) (5)
790 870
34
2010 2009
12 31 12 31
6,391 5,155
4,391 3,248
1,371 1,468
239 3109
15
T
2010 20009
12 31 12 31
9,468 , 227 4,150 784 217 17,846 17,952
33 96 170 41 198 538 854
0 0 0 0 0 0 0
1 (36) (304) (185) (77) (0) (602) (736)
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(90) 31 104 9 (186) (132) (227)
(55) (218) (237) (58) (15) (583) 2
9,321 2,832 4,002 700 213 17,068 17,846
5,417 2,109 3,669 555 0 11,750 11,461
2 2009 286 359 63 0 918 1,048
1 (20) (280) (182) (66) 0 (548) (644)
(34) 38 0 8 0 12 (104)
(25) (148) (220) (43) 0 (437) (12)
5,548 2,005 3,625 518 0 11,695 11,750
3 3,773 827 377 182 213 5,373 6,096
1 010 40
I 3 13, 481
20009 13,800
2010 2009
12 31 12 31
116 215
3 0
(23) (60)
2 (37)
6 0
(10) (2)
94 116
16
2010 12 31 14
33
14 30 UBS
a
2010 12 31 UBS 47 2009 12 31
UBS 2009 12 31 57
2010 12 31 59 UBS
2010
2010
Equity Attribution
20009
2010
2010
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2010 20009 2010 2009
12 31 12 31 12 31 12 31
9.0 9.0 1.2 1.2
9.0 9.0 2.4 2.4
9.0 9.0 2.4 2.4
11.0 11.0 2.4 2.4
2010 UBS
UBS
2010 12 31
|l FRS UBS
UBS S Tier BI S
2010 20009
12 31 12 31
10,115 787 894 1,680 11,795 13,716
20 0 14 14 34 70
(3) 0 0 0 (3) (2,190)
0 0 (1) (1) (1) 0
(1,016) (77) (97) (174) (1,190) 199
9,115 710 8009 1,519 10, 634 11,795
0 361 426 787 787 781
0 40 65 105 105 144
0 0 12 12 12 1,180
0 0 0 0 0 (1,416)
0 0 (1) (1) (1) 0
0 (39) (52) (91) (91) 99
0 362 450 812 812 787
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9,115 348 359 707 9,822 11,008
1
2010 12 31

1,510 20 (178)1, 351

3,655 (352)3, 303

1,610 (161)L, 448

3,341 (3) (325)3,013

UBS 10,115 20 (3) (1,01@), 115
137 (8) (12) (18) 100
526 (55) (46) 425
49 3 (8) (5) 40
182 10 (34) (15) 143
UBS 893 14 (105) (12) (83) 707
2011 93
2012 88
2013 81
2014 74
2015 73
2016 298
707

17
2010 2009
12 31 12 31

708 915

275 209

3,174 3,053

302 568

16,395 16, 347

1,827 2,590

22,681 23,682

18
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2010 20009
12 31 12 31
41,490 31,922
— 104,607 101,573
227,694 237,691
332,301 339,263
373,791 371,185
19
2010 20009
12 31 12 31
46,894 54, 856
19,761 25, 663
20, 439 16,367
949 2,286
88,043 99,173
12,475 13,306
93 0
1 145 174
100, 756 112,653
2010 12 31
111 2009 12 31
76 a) 8
2010 20009
12 31 12 31
56, 0309 51,5709
54,627 57,653
8,547 11, 244
8,455 7,900
2,605 2,967
130,271 131, 352
a) 15 23
2010 12 31 2009 12 31
913 600
2010 12 31 2009 12 31 8, 547
11, 244
LI BOR
2010 12 31 2009 12 31 153, 730
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2010 2009
12 31 12 31

2011 2012 2013 2014 2015 2016-2020

150/396

UBS AG
66, 2709,10818, 435 8,010 9,061 18,044 9,839 138,767 130, 356
0O 10.® 10.00 10.00 10.0 0 8.4 0 9.5 0 8.0
14,3781,3496, 507 5,045 6, 436 5,811 9,847 59,372 68, 375
0 0 0 397 1,049 3,914 1,052 6,412 7,167
3.342.38 7.383 7.8838 8.75
0 0 0 0 0 1,703 431 2,134 4,077
80,6480, 45724, 94213, 452 16,546 29,47121,170 206,685 209, 975
8, 742 266 315 155 39 869 4,009 14, 396 19, 494
0 8.38 9.620 2.820 7.63 0 7.4 0 8.250 10.0
816 1,058 881 818 1,423 1,587 3,363 9,947 14, 537
9,5581,324 1,197 973 1,462 2,456 7,372 24,342 34,030
90,20&1, 78126, 139 14,42418, 008 31,92828,542 231,027 244,005
! 35.76%
20
2010 20009
12 31 12 31
21 1,574 2,311
9b 130 90
750 1,082
22 97 142
579 612
961 1,430
18,125 21,740
36, 383 38,3509
5,121 6,579
63,719 72,344
2009 16
22 2009 25
21
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a
2010 20009
12 31 12 31
1 2 3
82 1,028 488 713 2,311 2,727
86 721 144 106 1,056 1,346
(22) (88) (93) (58) (260) (3009)
(79) (96%) (199) (103) (1,841) (1,375)
0 0 0 (24) (24) 3
0 0 0 0 0 (35)
0 (20) 1 23 4 90
(11) (63) (60) (39) (173) (135)
56 618 281 619 1,574 2,311
1
c UBS
%010 12 31 122
2009 12 31 161
4 651 2008
b
UBS UBS
UBS AG
UBS
2010 12 31
1
2006 11 UBS DOJ S E (
UBS
UBS SEC 2008
UBS Well s notice ( )
UBS SEC SEC
2010 12 UBS SEC DOJ
2
UBS ( ARS )
ARS ARS UBS SEC
UBS 2008
2008 UBS SEC NYAG
UBS 2010 30
ARS 150 (NYAG 75
75 ) UBS
UBS
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2008 150
SEC ARS UBS 2010 AR
80 UBS
78 UBS 2010 12
UBS ARS
3
UBS
UBS
4
UBS
SEC 2007 CDO
UBS 2008 | AS 39 UBS
UBS SEC SEC
UBS
FI NMA FSA SEC FI NRA
FCI C
uBs ( ) () ()
()
5
2007 2008 UBS
UBS UBS
UBS UBS
FI NRA
UBS
6 RMBS
2002 2007 UBS ( RMBS )
UBS UBS RMBS 39
20 RMB S
RMB S 45
UBS ( )
RMB S 345
UBS
UBS RMB S RMB S
RMBS UBS
UBS RMB S RMB S
UBS UBS RMB S
UBS
c UBS
30
7 UBS
UBS UBS
2008 UBS LLC
UBS
UBS UBS UBS ERI SA
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ERI SA
8
L LLC( BMI S )
UBS AG UBS( ) SA UBS FI NMA
( CSSF )
( BMI S )
BMI S
17
BMI S
UBS
UBS 2009
UBS( ) SA CSSF
CSSF 2009 12 2010
UBS UBS (uUBS )
890 305
UBS UBS
2010
BMI S UBS
2010 11 UBS
UBS 23
2010 12 UBS
16 555
UBS UBS
9
2009 2005 2005 2007
UBS UBS
88 UBS 16
150
UBS
2005
UBS
UBS UBS
UBS
UBS
10 HSH Nordbank AG( HSH )
HSH 2002- 4 ( NS4 )
CDO HSH 500 UBS
NS4 UBS
HSH UBS
HSH
HSH HSH
500 2008 2008
2009 HSH
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11 Kommunale Wasserwerke Leipzig GmbH ( K WL )
2006 2007 K WL UBS
KWL UBS CDsS UBS 2010 10 18
138 K WL 2010 UBS KWl
UBS K WL
K WL 2010 10 15
K WL
2010 10 18 UBS KWL CDsS UBS
K WL 2010 11 11
UBS
K WL
UBS
2010 K WL
K WL K WL
UBS UBS
2010 K WL
K WL UBS 2010 10
2011 15 UBS
KWL CDS UBS CDsS 2010 U
UBS
189
2011 UBS K WL K WL
12
SEC 2008 2009 UBS
UBS 2010 11
SEC UBS Well s notice
SEC SEC
UBS
SEC UBS
13 LI BOR
UBS LI BOR SEC
UBS LI BOR
UBS
UBS UBS
c
RMB S
UBS (
RMB S ) UBS
UBS ( UBS RESI )
( )
20014 2007 UBS RESI 80 RMB S
RMB S 3.9
UBS RESI 20014
2007 19
UBS UBS 2006
2008 15
UBS RMBS
UBS
UBS UBS
RMB S UBS
2006 2009 UBS 356
356
45 UBS 41 UBS

)
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2010 UBS 350 350
12 UBS 67 UBS
UBS 15
UBS 2010
2011 1 1 UBS
2006 2010 UBS UBS
UBS
UBS 2010 97
2010
2011
UBS 2010 UBS 6 2
2010 UBS UBS
UBS UBS
UBS
UBS 2004 2007
UBS
50 2010 UBS
UBS 29
UBS UBS
b UBS RMBS
22
2010 20009 2008
12 31 12 31 12 31
(75) 55 (336)
668 23 (7,282)
300 462 5109
(1,273) (983) 262
(381) (443) (6,837)
0 0 1
0 0 1
(381) (443) (6,836)
1,161
98

4009
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741
261
258
2010 20009 2008
498 505 887
2010 20009 2008
12 31 12 31 12 31
7,455 (2,561)(27,758)
5,999 4,871 3,269
1,456 (7,433)(31,027)
2010 20009 21.5 2008 22 1,603 (551) (6,107)
(49) (1,636) (7,056)
275 1,188 7,412
(1,225) (79) (10)
(889) (932) (773)
1,985 1,012 897
(258) (65) (490)
(1,820) 552 (692)
(3) 69 (17)
(381) (443) (6,837)
2010 20009
12 31 12 31
1,993 (1,791) 201 2,204 (1,983) 221
1 28,474 (19,546)8,929 31,945 (23,699)8,246
1 1,164 (999) 165 923 (765) 158
2,002 (1,776) 226 2,458 (2,215) 243
33,634 (24,112)9,522 37,529 (28,661)8, 868
0 5
0 1
25 60
1 0
40 61
31 15
97 142
20009 2009 12 31
224
422 362
560
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ETD

oOoOooodn
2010 318
Il FRS
20009 203
UBS AG
2010
12 31 9,147 2009 12 31 8,773
( 2007 2008
)
2010 12 31
I AS 12
2010 12 31 51, 355
2009 12 31 72,313
2010
2010 12 31
2010 12 31
2010
12 31
1 0
2 5 3,184
6 10 54
11 20 36,943
11,174
51, 355
20
2010 12 31
33 2011 UBS 2010
320 315
2010 12 31
23
OoTC UBS UBS
| SDA MT A
| SDA
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ooooooo
2010 OTC
OTC
27a
| SDA
OoOTC
a 15
27c¢c
OTC
OoOTC
/
OoTC
CDS
TRS TRS
TRS
UBS
OoTC

OoTC
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UBS UBS
UBS
ETD oTC
oTC oTC
ETD oTC oTC oTC
oTC
UBS
UBS CDS
UBS
UBS
CDS
CDS CDS
CDS CDS CDS
UBS
CDS UBS
oTC
CDS
20009 CDS UBS
2008
2010
CDS
CDS
UBS
CDS
2010 12 31 1,195
17
1,118 17 34
UBS oTC 20009
OTC CDS
UBS
2010
UBS UBS | SDA MTA
UBS CDS I SDA
CDS
CDS UBS

UBS

159/396



EDINETOOOO
00000000000 0O(E05852)

ooOoooOoo
UBS CDS UBS
2010 12 31 UBS
UBS
19 UBS
UBS UBS
a) 15
(
)
CDS
( )
2010 12 31 1,171 46
2009 12 31 526 71
2010 12 31 2009 12 31 2008 12 31
402 (171) 778
(383) 182 (796)
19 11 (18)
2010 12 31
393 2009 12 31
386
2010 12 31 972
2009 12 31 956
2010 12 31 2009 12 31 2008 12 31
35 (48) (644)

(60) 11 688
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Dooooog
(25) (37) 44
18
2010 12 31
1 10 10
215 368 233 180 15
52 87 60 44 1
163 281 173 136 14
2010 2009
2008 22 183 108
2010 12 31
5,397 3,392 2009 12 31
5,180 2,736
2010 2009 18
46
2010 28 2009 40
2008 49
2008
2010 12
31 UBS
19 2009 12 31 25
2010 20009
12
0 0 0 1 3 17 21
0 0 0 1 4 14 19
0 0 0 0 (1) 3 2
2010 12 31 UBS
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UBS ( ) | FRS
( ) 34 ) | FRS
Il FRS
23 1
2010 12 31 2009 12 31
PRV NRV PRV NRV
PRV NRV PRV NRV
2 3 4 2 3 4
oTC

1.9 1,320.72.3 1,233.6 0.0 2.1 1,308.02.1 1,265.6 0.0
170.47,527.054.37,423.73,076.186.27,110.7171.46,802.%75,949.2
31.2 785.3 32.5 822.38 0.0 25.9 543.2 29.4 611.38 0.0

785. 4 1,221.5
0.0 61.7 0.0 69.7 0.0 0.0 1.3 0.0 1.3 0.0
7 0.2 0.2 0.5 0.4

203.79,694.7189.39,549.183,861.2414.78,963. 203.38,681.47,170.7

oTC
52.2 1,189.849.81,091.2 0.0 77.11,254.769.71,208.9 0.0
3.5 6.1 1.3 4.2 0.0 1.5 5.7 0.9 5. 4 0.0
0.1 11.9 0.1 9.5 0.0 0.0 9.3 0.0 6.6 0.0
55.8 1,207.81.21,104.9 0.0 78.61,269.670.61,220.9 0.0
oTC

16. 3 531.1 17.1 554.1 0.0 10.6 453.2 9.5 403.7 0.0
88.5 2,279.97.02,190.5 0.0 80.52,279.885.82,209.6 0.0
8.7 515.1 8.8 483. 4 0.0 5.9 347.7 5.7 350. 7 0.0
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113.53,326.123.03,228.1 9.0 97.13,082.2101.12,964.1 1.5

oTC
2.6 32.2 4.0 46. 3 0.0 2.7 26.0 3.4 28.1 0.0
8.1 67.1 8.7 81.6 0.0 7.0 80.8 9.5 73.7 0.0
28.8 26.5
3.8 106.7 3.7 111.0 0.0 4.6 108.5 4.7 120.5 0.0
7 7.5 7.6 10.5 10. 8
22.0 206.024.0 238.9 28.8 24.8 215.3 28.4 222.3 26.5
oTC
2.7 18.8 2.7 15.9 0.0 2.0 20.6 2.0 15.0 0.0
1.5 19.2 1.7 15. 4 0.0 1.9 21.7 1.9 22.7 0.0
41.0 26. 1
0.0 0.7 0.0 1.2 0.0 0.0 1.9 1.9 0.0
7 1.7 1.7 1.9 1.9
5.9 38.7 6.0 32.5 41.0 5.9 44,2 5.8 39.6 26. 1
5 0.2 36.5 0.1 18.8 0.0 0.4 35. 9 0.2 25. 4
5 0.1 34.9 0.1 13.0 0.0 0.2 30. 4 0.5 14.3
| FRS
401.114,544.3693.84, 18616, 940.421.213,640.809. 93, 168.17,224.9
(301.5) (301.5) (313.2) (313.2)
(36.5) (23.9) (37.2) (32.7)
6 63. 1 68.3 71.3 64. 1
! PRV 27
86 NRV 13 104
2 3 4
PRV - °NRV - UBS
2009 16 UB S
27 20009 16 °
5% Frs
7 8
2009 12 31
2010 12 31 10
70 20 2010 12 31 OTC
45 33 22
24
2010 2009
12 31 12 31
573,852 528,856
571,970 515, 314
1, 882 13, 542
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428, 347 398, 883
352, 668 335, 371
54,975 47, 469
20, 705 16, 043
25
2010 12 31 UBS
UBS
2010
12 31
2011 862
2012 741
2013 646
2014 554
2015 464
2016 1,818
5,085
500
4,585
2010 2009 2008
12 31 12 31 12 31
1,057 1,191 1,215
97 57 50
960 1,134 1,165
UBS
2010 12 31 12 100
26
2008 3
2010 2008 13
( MC N ) UBS
47.68 UBS 0.10
272,651,005 MCN
MC N 27
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27
/
UBS
UBS
oTC
2010
UBS
UBS
UBS UBS
UBS LI BOR
UBS
Ol S
LI BOR ol S

Ol S
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oTC
OTC
CVA UBS OTC
CVA
UBS
CVA
DVA
UBS
UBS UBS
DVA UBS CVA
UBS UBS
2010 12 31 CVA DVA
2010 12 31
cVA DVA
(2.2) 0.5
CVA (1.1) N/ A
CVA (0. 1) N/ A
CVA (1.0) N/ A
2 1.0 0.2
CVA 0.7 N/ A
CVA 0. 1 N/ A
CVA 0.2 N/ A
! VA
UBS
UBS
FTP FTP
UBS UBS
MT N FTP
UBS MTN
FTP
AL MRC
AL MRC SDC AL MRC
UBS
UBS 10
133
2010
2009 12 31
2010 12 21PVW09 12 32008 12 31
(548) (2,023) 2,032
(470) (1, 958) 3,993
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237 890 2,953
() UBS
¢ )
UBS LI BOR 19.6 18. 3
/ (
)
UBS
UBS
UBS
UBS
1
2010 12 31 2009 12 31
2 77.8 60.8 10.0 148.5 94.1 65.5 11.6 171.2
38.3 22.2 0.8 61.4 31.3 12.3 0.6 44.2
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3.6 385. 1 12.4 401.1 4 . 393. 8 .8 421.7
0.9 201.5 1.3 203.8 0. 213. 7 215. 1
48. 1 7.7 55. 8 58. 0 78. 6
0. 3 112. 2 1.0 113. 5 0. 95. 9 97. 1
2. 3 17.5 2. 4 22. 2 2. 20. 5 25. 1
0.0 5.8 0.0 5.9 0. 5.8 5.9
0.8 7.3 0.5 8.5 0. 9.2 10. 2
52.9 21.0 0.9 74. 8 74. 3 6.1 81. 8
173. 4 496. 4 24.5 694. 3 204.5 487.0 729.1
42.9 11. 8 0.3 55.0 33.5 13.6 47.5
3.5 379.9 10. 4 393.38 3. 389. 2 409. 9
1.0 187. 8 0.7 189. 4 0. 203. 1 203. 7
44. 9 6. 2 51. 1 55. 8 70. 6
0.3 120.9 1.8 123.0 0. 99. 4 101. 1
2. 2 20. 5 1.5 24. 2 2. 25. 0 28. 7
0.0 5. 8 0.1 6. 0 0. 5. 8 5. 8
0.0 86. 7 14.0 100. 8 0. 102. 4 112. 7
18.1 18.1 21.6 21.6
3
46. 4 496. 5 24.7 567.6 37.2 526. 8 591.7
! 2010 12
17
010 12
UBS
11 13
15
UBS
1
1 _ _ 1
2008 12 31 16.9 37.8 35.0 10. 3
(3.9) (13.0) (15. 4) (1.7)
(3.7) (12.8) (15.0) (1.1)
(0.2) (0.2) (0.4) (0.6)
(6.3) (9.6) (8.6) (4.6)
5.6 0.0 0.0 0.0
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11.09) 0.0 0.0 0.0
0.0 7.3 5.3 2.7
0.0 (16.9) (13.9) (7.3)
5.4 6.3 3.5 5.3
12.5 26.0 22.7
(7.1) (19.7) (19.2) (2.7)
0.1 2.2 2.5 1.0
2009 12 31 12. 2 23.8 17.0 10. 3
2009
(0.5) (9.3) 8.7 (0.7)
(1.0) (9.4) . 8 (0.7)
0.5 0.1 (0.1) 0.0
2009 12 31 12.2 23.8 17.0 10. 3
0.2 1.2 1.8 0.3
(0.2) 1.1 1. 0.1
0.4 0.1 0. 0.2
0.0 (7.0) (5. 4) (1. 4)
3.7 0.0
(3.7)
0.0 . . .
0 (8.6) (6.8) (4.7)
(0. 4) (2.7) (1.1) 4.7
2.4 1.6 1.8 .
(2.8) (4.3) (2.9) (1.1)
(1.0) (3.0) (1.9) 0.1
2010 12 31 10. 8 12. 4 10. 4 14.0
2010
0.2 1.2 (1.8) (0.3)
(0.2) 1.1 (1.8) (0.1)
0.4 0.1 0.0 (0.2)
1
2010 12 31
CDO CLO
CDS
UBS
24
28 11
15 ( 13
) cCLO
37
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37 11
16 18
4 3
29
CDO
CDS
CDhO CDS
CMBS CDS
2010 UBS
22
CDO 12
RMB S CDS CDO CMBS CDS
RMBS CDS
CDO
CDS
UBS
22
CDO 12 RMBS
CDS CDO CMBS CDS
CDS
16
CDO
14
CDO
8 6
30 CDhO 15
CDS RMBS CDS
CMBS
6 8
CDO 27
CDS
RMBS CDS
CDO
58
21
19
13
11
33
16 12

47
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UBS
12 31
20
UBS
2010 12 31
0.3 (0. 3)
0.2 (0. 2)
0.1 (0.1)
0.6 (0.6)
0.4 (0. 4)
0.7 (0.7)
0.1 (0.1)
1.2 (1.2)
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NAYV
NAYV
NAV
UBS ETO oTC
ETO
oTC
RMBS CMBS
ABS CDO
RMBS CMBS ABS CDO
/
RMBS CMBS ABS CDO
/
oTC
FRA
oTC

FRA
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oTC
- CVA
SNB

2010 12 31 2009 12 31

599 627

282 231

(260) (240)

(56) (19)

565 599

2010 12 31 2009 12 31
CDO
2009 12 31
oTC UBS
e
UBS
29
2010 12 31 2009 12 31

17.1 17.1 16.8 16.8
261. 3 263. 4 264.7 265.6

62.5 62.5 63.5 63.5
142.8 142.8 116.7 116.7

38.1 38.1 53. 8 53.8

20.6 20. 6 21. 4 21. 4

41.5 41.5 31.9 31.8
332.3 332.5 339.3 339.3

6.7 6.7 8.0 8.0

74.8 74.7 64.2 64.2

58.9 58.9 66. 1 66. 1
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131.6 131. 4 134.5 133.6
49. 2 49. 2 54. 3 54. 3
0.4 1.9 0.3 1.2
0.1 0.3 0.1 0. 4
1
2
34
12
UBS
UBS
UBS
UBS
UBS
( )
94 100 95
100 42 94 100
93 100 97 30
( )
UBS
( )
28

2010 12 31

2009 12 31

79,742 64,748
61, 352 44,221
38,106 53,222
27,119 21,741
10,235 12,553
559 192
155, 202 152, 264

174/396



EDINETOOOO

00000000000 0O(E05852)

oOoOooodn

2010 12 31

2009 12 31

29

AS 39

27

2010 12 31

30.9 17.1
28. 6 24.6
96. 6 110.9
156. 1 152.6
UBS
13 a) 14
2010 2009

2009 12 31

148,521 171,173
61, 352 44, 221
2 2,665 3,109

401, 146 421,694
613,684 640, 197
8,504 10,223
26,939 20, 899
17,133 16, 804
62,454 63,507
142,790 116, 689
38,071 53,774
261,263 264,710
1,404 1,465
19,175 19,941
569,229 557,789
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74,768

81, 757

1,266,185

1,289, 966

54,975 47,4609
2 1,308 8
393,762 409,943
450,045 457,420
100, 756 112,653
18,125 21,740
118,881 134,393
41, 490 31,922
6,651 7,995
74,796 64, 175
58, 924 66, 097
332,301 339,263
7,581 8,522
131,628 134, 453
41,622 45, 774
694,993 698,201

1,263,918

1,290,014

127 26
12
UBS
12
2008 20009 26
2010 12 31 12 31
11. 19.9
12. 19.0
0.2 (0.9)
2010 80 6 3
2010 69 6 3

14

176/396
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UBS
5.1 4.4 4.5 88 %
6.1 5. 4 5.3 86 %
0.5 0. 4 0.4 75 %
CMBS/ CRE 0.2 0.1 0.1 81%
0.6 0.6 0.5 83 %
0.9 0.8 0.7 82 %
CMBS 13.5 11.7 11.6 86 %
CMBS 0. 4 0.3
13.5 12.1 11.9
2010 12 31 2009 12 31
0.5 1.5
(0.1) (1.0)
1 0.1 0.1
0.5 0.6
1
c
I FRS
a)
b) UBS
2010 12 31
WM& S B WMA 1 B UBS
10,727 0 13,732 0 24,459
2,654 2,157 12,007 315 17,133
199,591 22,470 39,044 158 261,263
62, 454 62,454
3,615 123,574 15,601142,790
4 38,052 15 38,071
1,187 163 18, 437 804 20,591
214,163 28,405 307,300 16,893566, 762
2,688 600 396,018 1,840401, 146
10,707 613 122,986 5 134,310
30 7,359 7,389
27 11,585 3,426 58,37173,4009
13,453 12,798 529,789 60,215616, 255
10, 449 370 5,467 119 16,405
7,276 1,066 48,5009 56, 851
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ARS 140 140
39,036 39,036
454 454
17,724 1,436 93,607 119 112,887
245,340 42,640 930,695 77,228,295, 903
2009 12 31
WM& S B WMA | B UBS
8,589 0 9,525 18,114
2,647 1,074 12,802 282 16,804
194,410 21,492 48,722 86 264,710
63,507 63,507
1,107 4,302 109,896 1,384 116,689
4 53,755 15 53,774
1,319 147 18,783 1,185 21,434
208,076 27,015 316,989 2,952 555, 032
2,534 520 416,862 1,778421,694
16,341 1,107 117,047 1,739 136,234
65 9,317 9,383
5,393 16,515 52,183 6,315 80, 406
24,333 18,142 595,409 9,832647, 717
11,888 385 4,569 137 16,9709
7,236 498 51,593 59,328
ARS 8,700 8,700
43,020 43,020
904 904
19,124 883 108,786 137 128,931
251,533 46,0401, 021, 18412, 921, 331, 680
2130
2009 90
UBS
UBS 2010 961 20009 1,
Il FRS
2010 12 31
1 0-1 2-3 4-5 6-89-13
14,6369,800 23 24,4509
326 11,7282,555 2,349 174 2 17,133
11, 84575, 63876, 20079, 7856, 214, 580 261, 263
59,37212,8723,0938,2291,675 4 205, 244
15,22831,7288,37212,562, 1871, 074 401,146
6,20722,5914,470 4,475 320 8 38,071
52,54159, 35310, 1625, 5446, 415 296 134,310
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66,8046, 559 40 6 73,4009
104 5,853 3,73416,349,646 294 27,980
131 7,183 4,528 3,1491, 386 159 16,535
671 32,79310,3104,8218, 109 147 56, 851

39,03639, 036

454
454

227,85676, 09473, 441637, 38, 1348, 56489, 490 295, 893

2009 12 31

1 0-1 2-3 4-5 6-89-13
14,4913,615 9 18,114
312 14,0921,517 596 176 111 16, 804
15, 73868, 85476, 98684, 12D6, 292, 716 264,710
47,92800,1224,1087, 444 537 52 180, 196
18,13857,5981,51110, 318, 6821, 456 421,694
7,95637,6213,563 3,835 606 194 53,774
60,21656, 0329,871 4,4294, 985 701 136, 234
75,3635,007 3 25 8 80,406
177 7,407 5,00115,528&,380 323 30,816
87 8,391 4,129 2,9311,475 56 17,070
962 40,6828,441 3,3575,463 422 59, 328

43,020 43,020

904 904

241,366899, 411765, 141032, 5824, 608%, 0323,922%, 323,070

UBS %010
ARS 140 20009 8,700 2010 130
20009 90 2010
20009
30
2010 20009 2008
12 31 12 31 12 31
477 742 660
30a 430 694 672
30b 22 9 9
25 39 (21)
30c¢ 246 246 312
724 988 972
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2011

UBS

96

EDINETOOOO
00000000000 0O(E05852)

oOoOooodn
12 31
UBS
UBS
100
530
UBS 2011

a) 23)

2010 2009 2008 2010 2009 2008
12 31 12 31 12 31 12 31 12 31 12 31

(21,119p1,311R0,87704,353Y3,642)4,928)
(384) (432) (336) (41) (41) (63)
(657) (672) (710) (237) (230) (251)
(197) (195) (233)

(149) 231 (288) (119) (471) 318
1,252 1,314 1,158 148 153 1438
(45) (54) (25)

549 (122) 1,134

(21,2991, 119R1, 31104, 053 4,353)3,642)

20,28619,02922,181 3,517 2,866 4,579

850 846 990 237 202 282
54 963 (3,820) 163 266 (1,027)
510 513 578 86 232 194
45 54 25 0
197 195 233

(1,252Y1,314)X1,158) (148) (153) (148)
(449) 104 (1,014)
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20,69020,28619,029 3,406 3,517 2,866
(609) (833)(2,282)(647) (836) (776)
3,028 2,996 4,405 1,183 1,475 1,324
2,418 2,163 2,123 536 639 548
2,163 2,123 2,123 639 548 626
(300) (527) (603) (130) (167) (69)
510 513 578 86 232 194
45 54 25 0
(59) 26 (203)
2,418 2,163 2,123 536 639 548
2,418 2,163 2,123 756 890 798
(220) (251) (250)
2,418 2,163 2,123 536 639 548
384 432 336 41 41 63
657 672 710 237 230 251
(850) (846) (990) (237) (202) (282)
64 215 0 89 98 37
1,826
45 54 25
(1,304)
300 527 603 130 167 69
2010 20009 2008 2007 2006
12 31 12 31 12 31 12 31 12 31
(21,299»1,119R1,311R0,8771R1,506)
20,69020,28619,02922,18121, 336
(609) (833) (2,282)1,304 (170)
253 214 0
54 963 (3,820)
2010 20009 2008 2007 2006
12 31 12 31 12 31 12 31 12 31
(3,813YX4,078)X3,402)Y4,654)X5,002)
(240) (275) (240) (274) (205)
3,406 3,517 2,866 4,579 4,602
(647) (836) (776) (349) (605)
(17) (12) 62
163 266 (1,027)
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2010 2009 2008 2010 2009 2008
12 31 12 31 12 31 12 31 12 31 12 31

2.8 3.3 3.3 5. 4 5.7 6.0
2.5 2.5 2.5 4.9 5.0 4.5
0.3 0.5 0.5 2.3 2.5 1.9
3.3 3.3 3.5 5.7 6.0 5.8
4. 3 4.5 4.5 6.9 6. 6 7.1
2.5 2.5 2.5 5.0 4.5 4.8
0.5 0.5 0.8 2.5 1.9 2.4
32 35 26 45 46 46
54 51 55 38 35 35
13 13 13 3 3 3
1 1 6 14 16 16
100 100 100 100 100 100

15 39 18 44 20 48 40 42 42 45 45 48
44 68 41 65 37 63 38 44 37 44 37 38

10 18 9 17 10 20 3 6 3 7 3 7
0 5 0 5 0 5 11 15 11 12 10 12
4.6 9.7 (12.8) 11.7 15.5 (18.2)

UBS UBS 258 205 782
UBS AG 25 66 55
UBS 298 25 41
UBS 188 193 107

lues ac 2010 12 31 2009 12 31 2008 12 31 1,638,000 4,095
65

65 45

2010 2009 2008 2010 2009 2008
12 31 12 31 12 31 12 31 12 31 12 31

BVG 2005 17.9 17.9 17.8 17.9 17.9 17.8
PA 2000 G, 23.0 22.8 22.7 25,9 25.7 25.686

K. 2005 G 19.3 19.1 19.0 22.0 21.9 21.8
IRC 1,430(h)(3) PPA

19. 0 18. 4 18. 4 19.0 18. 4 18. 4

65
65 45
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2010 2009 2008 2010 2009 2008
12 31 12 31 12 31 12 31 12 31 12 31

BVG 2005 21.0 21.0 21.1 21.0 21.0 21.1
PA 2000 G, 24.7 24.6 24.5 26.6 26.5 26.4

K. 2005 G 23.4 23.3 23.1 26.0 25.8 25.7
I RC 1,430(h)(3) PPA

20.9 20. 6 20. 6 20.9 20. 6 20. 6

UBS
UBS
2010 12 31 2009 2009 186 2008
2010 12 31 158 20009
163 2008 164 2010 12 31 2009 12
2008 12 31 22
)
11
2011
2010 20009 2008
12 31 12 31 12 31
(186) (159) (190)
(9) (7) (8)
(11) (10) (11)
(2) (2) 0
(385) (31) 14
10 10 7
9 9
24 4 20
(209) (186) (159)
0 0 0
8 8 6
2 2 1
(10) (10) (7)
0 0 0
2010 20009 2008 2007 2006
12 31 12 31 12 31 12 31 12 31
(209) (186) (159) (190) (219)
0 0 0 0 0
(209) (186) (159) (190) (219)
6 8 3
2011
2018
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1 1
5 (4)
35 (27)
c
UBS
UBS
2010 12 31 2009 12 31 2008 12 31
246 246 312
d
UBS UBS
UBS UBS UBS /
2008 UBS UBS
25 10
20009 UBS
2010 12 3
20009 27 UBS
2010 11 20009 12 2008
UBS
2010 20009 2008
12 31 12 31 12 31
UBS
21 34 44
UBS
11 12 7
3 2 1
0 0 4
UBS UBS
2010 20009 2008
12 31 12 31 12 31
UBS AG 2,684 3,869 6,925
UBS 40 35 78
UBS AG 4,735 4,116 1,881
UBS 10 14 10
UBS 2010 12 31 2009 12 31 2008 12 31 UBS
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30a
2010 12 31 UBS 17,665,621
20009 17,259, 203 278 2008
31
a
UBS
50
UBS
a) 24)
( EOP )
UBS UBS UBS
EOP UBS UBS
UBS Al V
EOP UBS UBS
UBS
20009 UBS
UBS UBS
EOP
SEEOP
UBS UBS
2010 20009 UBS
2010 SEEOP UBS
| PP 2010
| PP
UBS
PEP 2010 GEB
TSR
UBS
PEP EP
TSR UBS
UBS
. UBS
CVCP 20009
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UBS
272
17,866, 949
Al V
EOP
EOP
GEB
SEEOP
EOP
GEB
I PP UBS
I PP 2010
EP



CVCP
WMU S
UBS
10 20
WMU S
CBP 2010
GEB
40 ma |
UBS
KESAP
KESOP 20009
SAR UBS
UBS SAR
UBS
2008
10 2008
10
UBS
KESAP KESOP
SESAP
SESOP 2008 SAR
110 SAR UBS
UBS 110 UBS
UBS
SESOP UBS
10
SESAP SESOP (
SESOP
KESAP 20009
UBS
/
2010
UBS UBS
2010 12 31 UBS 26

SAR

186/396
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20009

UBS

GEB
60
GEB
us

SAR
UBS
UBS
UBS

SAR

2010

UBS
SAR

SESAP

UBS

UBS
UBS
10
UBS

SAR
150
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SAR
b
2010 12 31 2011
2011
2010
2010 2011
2010
2010
2,079 5 2,084 0 0 0
CvCcP 0 179 179 0 292 292
64 71 135 236 19 255
64 250 314 236 311 547
EOP/ SEEOQP/ UBS 434 852 1,286 1,249 515 1,764
PEP 6 5 11 16 2 18
I PP 0 131 131 6 221 227
UBS 440 988 1,428 1,271 738 2,009
UBS KESAP/ KESOP 145 145 114 114
EOP - AlV 28 83 111 67 57 124
2,611 1,471 4,082 1,574 1,2202,794
399 (89) 310 337 20 357
1,813 0 1,813 0 0 0
29 570 599 388 2,1862,574
127 35 162 221 302 523
UBS 11 82 93 89 266 355
1,980 687 2,667 698 2,7543,452
4,990 2,069 7,059 2,609 3,9946,603
1 2010 12 31 1,843 UBS 1,428
UBS 145 Al vViili 90
69
2 107 167 135 69
UBS 80
3
2009 2010
2009
2009

187/396
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2,245 (169) 2,076 0 0 0
CVCP 0 19 19 0 558 558
44 0 44 45 12 57
44 19 63 45 570 615
EOP/ SEEOP/ UBS 276 283 559 1,352 97 1,449
PEP 0 0 0 8 0 8
PP 0 0 0 467 0 467
UBS 276 283 559 1,827 97 1,924
UBS KESAP/ KESOP 33 23 56 34 286 320
EOP - AlV 34 21 55 134 13 147
2,632 177 2,809 2,040 966 3,006
816 14 830 61 27 88
1,712 0 1,712 0 0 0
127 471 598 1,198 1,7442, 942
28 (7) 21 124 241 365
UBS 0 95 95 110 236 346
1,867 559 2,426 1,432 2,2213,653
5,315 750 6,065 3,533 3,2146,747
1 2009 12 31 913 UBS 559
UBS 56 Al V55 16
227
2 41 81 56 433
UBS 132
3
EOP Al
2010 2009 2008 12 31 1,
913 94
2010 12 31 1,382
2.5
2010 2011
2010 20009 2008 12 31
EOP Al YV 79 8 3 80
2010 12
31 54
c
UBS
UBS
UBS
2010 2009 2008
( ) ( ) ( )
86,888,626 31 84,736, 935 53 59,102,580 66
125,133,310 15 39,067,130 12 90,895,594 32
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(29,669, 688) 42 (31,293,824) 66 (60,105,1009) 61
(11,267,108) 21 (5,621,615) 38 (5,156, 131) 54
171,085, 140 18 86,888,626 31 84,736,935 53
47,366, 286 40,148, 461 65,767,017
2010 20009 2008 12 31
421 346 1, 385
| PP
1 PP
2010 2010
UBS
0 0 0
19,629,916 22 19,629,916
0 0 0
/ (1,472,674) 22 (1,472,674)
UBS / N/ A N/ A 0
18,157,242 22 18,157,242
4,073,546 4,073,546
PEP
PEP
2010 2010
UBS
0 0 0
545, 642 16 545, 642
0 0 0
(26,805) 16 (26,805)
UBS / N/ A N/ A (251, 636)
518, 837 16 267,201
221,638 114,143
UBS
UBS
1
2010 2 2009 2 2008 )
( ) ( ) .
( )
228,623,886 43 236,055,545 47 198,213,092 52
0 0 22,525,624 13 62,973,879 30
(40,894) 14 (48,241) 16 (3,673,657) 26
(5,814,986) 33 (7,245,512) 37 (6,732,080) 52
(17,222, 431) 54 (22,663,530) 48 (14,725,6809) 46
205,545,575 42 228,623,886 43 236,055,545 47
155,302,104 48 137,797,186 51 124,054,442 46
12008 UBS
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2008 3,881,320 2,400, 143
2
2010 2009 2008
12 31 12 31 12 31
16 18 34
( ) 0.06 0.20 29
N/ A 6.00 7.53
2010 12 31
10.21 15.00 17,491,52911. 31 70. 6 8.1 3,739,47314. 47 3.3 7.9
15.01 25.00 10,805, 46118. 72 0.0 8. 3 3,480,56922.45 0.0 7.7
25.01 35.00 43,010,6901. 12 0.0 6.4 22,141,54029. 88 0.0 5.6
35.01 45.00 22,801,52938.91 0.0 4.1 14,768, 2840.65 0.0 2. 4
45. 01 55.00 19,987,65049. 37 0.0 4.4 19,801,91049. 33 0.0 4. 4
55.01 65.00 4,867,95660. 23 0.0 6.0 4,867,95660. 23 0.0 6.0
65.01 75.00 57,874,08%7. 71 0.0 5.7 57,872,067m7.71 0.0 5.7
10.21 75.00 176, 838,9044. 25 70. 6 5.9126,671,79891. 97 3.3 5.2
15.51 25.00 10, 429,35120. 19 0.0 1.8 10,409,35120. 19 0.0 1.8
25. 01 35.00 7,011,85731.638 0.0 3.3 7,011,55731.68 0.0 3.3
35.01 45.00 11,256, 01438.61 0.0 4.1 11,200,87238. 62 0.0 4. 2
45. 01 46, 91 9,449 46. 81 0.0 4.6 8,525 46.91 0.0 5.1
15.51 46,91 28,706,67130. 23 0.0 3.1 28,630,3050.22 0.0 3.1
UBS SAR
SAR
UBS SAR
2010 SAR 2009 SAR
60,907,175 12 0 0
0 0 66,126,830 12
(160, 334) 12 0 0
(2,721,700) 11 (5,219,655) 11
(10,100) 11 0 0
58,015,041 12 60,907,175 12
4,005,317 10 4,000,000 10
SAR
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2010 2009
12 31 12 31
SAR 15. 8 N/ A
SAR ( ) 0.6 N/ A
SAR N/ A 5.0
2010 12 31 SAR
SAR SAR
SAR
SAR
9.35 12.586,450,2041.26 231.2 7.8 4,000,00010.10 21.0 3.2
12.51 15.0051,410 14.56 0.0 8.5 0 0.00 0.0 0.0
15.01 17.50@17,496 16.52 0.0 8. 4 5,317 16.80 0.0 8. 4
17.51 20.0090, 930 19.25 0.0 8.7 0 0.00 0.0 0.0
35.01 40.0005,000 40.00 0.0 8.2 0 0.00 0.0 0.0
9.35 40.088,015,0411.78 231.2 7.8 4,005,31710. 11 21.0 3.2
d
UBS
UBS I FRS UBS
2010
UBS 20. 6 UBS
UBS SAR
2010 SAR
20009 2008
UBS
UBS
2010 SAR
20009 2008 SAR
UBS
UBS
20009 2008 SAR
2009 12 31
48.22 40.91 53.47
2.16 1.50 2.57
0.27 0.00 0.29
11.88 9.35 40.00
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11.64 9. 35 19. 27
2008 12 31
33.86 30.00 49. 32
2. 83 1.74 3.27
1. 85 1.10 2.57
30.11 14. 47 46. 02
28. 05 14. 47 43.61
UBS | PP PEP
2010 UBS
2010 I PP PEP
2010 12 31
| PP PEP
TSR 38.07 63.00
EP N/ A 57.00
1.06 0.60
0.12 0.10
14.80 14.80
32
UBS UBS
( BoD )
( GEB ) 2009 11 | AS 24
a
BoD 2010
! BoD GEB
2010 2009 2008
12 31 12 31 12 31
16 16 12
3d 64 0
1 2 2
1 1 1
2 48 29 0
96 112 15
l2010 Francesco Morra2 GEB
2010
2010
UBS BoD

192/396



EDINETOOOO
00000000000 0O(E05852)

0000000
2010 6. 7
20009 6. 4 2008 6. 4
b
2010 2009 2008
12 31 12 31 12 31
BoD GEB
1 9,085,1949,410,2808, 458, 037
BoD GEB 4,850,1964, 180, 1545, 869, 952
. 31
2010 12 31 2009 12 31 2008 12 31
15, 878 103,841
31
2010 12 31 BoD GEB
c
Bo D GEB
2010 2009
12 31 12 31
18 11
8 12
(4) (5)
22 18
2010 12 31 2009 12 31
d
2010 2009
12 31 12 31
373 301
2 295
(118) (222)
0 (1)
2 0
259 373
39 42
1 1
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2010 20009 2008
12 31 12 31 12 31
139 130 90
1 2 6
68 156 40
34
e
2010 2008 UBS UBS
2010 UBS H21 Macro Fu
2009 UBS 2008
Aebi + Co. AG Kedge Capital Selected
Léoéwenfeld AG Martown Trading Ltd. Omega Fun
Fund Ltd Stadl er Rail Group Team Al inghi
2010 20009 2008
12 31 12 31 12 31
0 6 158
0 0 0
0 (6) (152)
1 0 0 6
2008
320
2010 2009 2008
12 31 12 31 12 31
UBS 0 0 1
UBS 1 0 11
Team Alinghi UBS 2008 828,009
538,000 Team Al inghi UBS
UBS
UBS UBS
UBS
33
2011 2010 2010
UBS 373
0.10
2010 UBS AG
1,609
2010

298
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2010
2010 74
40
19
22
2011 2011
28
34
UBS
UBS
UBS AG
UBS
UBS
1
CCR Asset Management S. A. Pari s, France Gl obal AMUR 5.3 100. 0
Ellington Co., Ltd. Tokyo, Japan I B JPY 10.0 100.0
Fondcenter AG Zurich, Switzerlandsl obal AWNMHF 0.1 100.0
OO0 UBS Bank Moscow, Russi a I B RUB 1,250.0 100. 0
PT UBS Securities Indonesia Jakarta, IndonesialB I DR 118, 000.0 98. 6
Topcard Service AG Gl attbrugg, Swi t z e rWMenSAB CHF 0.2 100. 0
UBS (Bahamas) Ltd. Nassau, Bahamas WM& S B UsSD 4.0 100. 0
UBS (France) S.A. Paris, France WM& S B EUR 125.7 100.0
UBS (Grand Cayman) Limited George Town, Cayman Bl sl andsUuSD 25.0 100. 0
UBS (ltalia) S.p.A. Milan, ltaly WM& S B EUR 60.0 100.0
UBS (Luxembourg) S.A. Luxembour g, LuxemboNM&SB CHF 150.0 100.0
UBS (Luxembourg) SA Austria BrancWi enna, Austria WM& S B CHF 0.0 100. 0
UBS (Monaco) S.A. Monte Carl o, Mo nac dWM&S B EUR 9.2 100. 0
UBS Alternative and Quantitative Loveésen me@rteatiBiiittaGlmnbal AMBP 0.3 100. 0
UBS Alternative and Quantitative DavawamentdSALC Gl obal AMSD 0.1 100. 0
UBS Americas 1| nc Del awar e, USA I B UsSD 0.0 100. 0
WMA WM& S B : Global AM:
| B: ccC:
1
UBS Asesores SA Panama, Panama WM& S B UsbD 0.0 100.0
UBS Bank (Canada) Toronto, Canada WMA CAD 8.5 100. 0
UBS Bank (Netherlands) B. V. Amsterdam, the Net hWM&8SaBrds EUR 0.2 100.0
UBS Bank Mexico, S. A. Institucion de Banca Multiple,
UBS Grupo Financiero Mexico City, Mexico B MX N 706. 4 100.0
UBS Bank USA Utah, USA WMA uUusD 1,88020 100.0
UBS Bank, S. A. Madr i d, Spain WM& S B EUR 82.2 100. 0
UBS Bel gium SA/ NV Brussels, Belgium WM&SB EUR 28.0 100.0
UBS Brasil Administradora de Val o$&c MRabld, aBi @azi Lt dMM&SB BRL 0.0 100.0
UBS Capital Securities (Jersey) L&mitiel ier, Jersey CC EUR 0.0 100. 0
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UBS Card Center AG Gl attbrugg, Swit zerWM&nSd CHF 0.1 100. 0
UBS Casa de Bolsa, S.A. de C. V. Mexico City, MexicoB MX N 114.9 100.0
UBS Custody Services Singapore Pt®indapore, SingaporWwM&SB SGD 5.5 100. 0
UBS Derivatives Hong Kong LimitedHong Kong, China I B HKD 880.0 100. 0
UBS Deutschland AG Frankfurt am Main, WMW&SmBany EUR 176.0 100.0
UBS Fiduciaria S.p.A. Mi | an, ltaly WM& S B EUR 0.2 100. 0
UBS Finance (Curacédao) N.V. Wil l emstad, Net herlCOnds AntudD es 0.1 100. 0
UBS Finance (Delaware) LLC Del aware, USA I B UsbD 37. 2 100.0
UBS Financi al Services Inc. Del awar e, USA WMA UsbD 3,87520 100.0
UBS Financi al Services Incorporatkdat of RPuerPwe Ri @€ oRiVWMA UusSbD 31. @ 100. 0
UBS Fund Advisor, L.L.C. Del aware, USA WMA UusD 0.02 100.0
UBS Fund Management (Luxembourg) ISAxembourg, LuxemboQirogh al AMUR 10. 0 100. 0
UBS Fund Management (Switzerland)Ba&s$el, Switzerland Global ANMHF 1.0 100. 0
UBS Fund Services (Cayman) Ltd George Town, CaymanGlloshlaan dAssMSD 5.6 100.0
UBS Fund Services (lreland) Limitedblin, Il reland Gl obal AMUR 1.3 100. 0
UBS Fund Services (Luxembourg) S.KAuxembourg, LuxemboQirogb al ANMHF 2.5 100. 0
UBS Fund Services (Luxembourg) S.ZAabiPel amd, BPahamd cC PLN 0.1 100.0
UBS Futures Singapore Ltd. Singapore, SingaporleB uUusbD 39. ¢ 100. 0
UBS Gl obal Asset Management (AmerDelaswalac USA Gl obal AMSD 0.0 100. 0
UBS Gl obal Asset Management (Aust®wdmneay, LAdstralia Gl obal AMUD 8.0 100.0
UBS Gl obal Asset Management (Canatfanormlioo, Canada Gl obal AMAD 117.9% 100. 0
UBS Gl obal Asset Management (DeutBrahlaffd)t GammHMai n, G3eorbmaadnyAMUR 7.7 100. 0
UBS Gl obal Asset Management (HongH&KomggKomng mi €Elidna Gl obal AMKD 25.0 100.0
UBS Gl obal Asset Management (I tal Mial)aBGRI tSalAy Gl obal AMUR 5.1 100. 0
UBS Gl obal Asset Management (Japafigkyod Japan Gl obal AMPY 2,200.0 100. 0
UBS Gl obal Asset Management (Sing@ipmgapored SingaporGl obal ABGD 4.0 100.0
UBS Gl obal Asset Management (Tai whai)peéitd Tai wan Gl obal A MWD 340.0 100. 0
UBS Gl obal Asset Management (UK) ILondon, Great Britadlnbal AMBP 125.0 100. 0
UBS Gl obal Asset Management (US) Delaware, USA Gl obal AMSD 17. 2 100.0
UBS Gl obal Asset Management FundsLandon, Great Britadlmnbal AMBP 26.0 100. 0
UBS Gl obal Asset Management Hol dibgndon, Great Britadlnbal AMBP 151. 4 100. 0
UBS Gl obal Asset Management Life Lomdon, Great Britadlmbal AMBP 15.0 100.0
UBS Gl obal Life AG Vaduz, LiechtensteiWwM&SB CHF 5.0 100.0
UBS Gl obal Trust Corporation St . John, Canada WM& S B CAD 0.1 100. 0
UBS Hana Asset Management CompanySéoul, South Korea Global AKRW 45,000.0 51.0
UBS Hypotheken AG Zurich, Switzerl|l andWM&SB CHF 0.1 98.0
UBS I nternational Hol di ngs B. V. Amsterdam, the NethCeO!|l ands EUR 6.8 100. 0
UBS International Hong Kong Limitkdadng Kong, China WMA UsSbD 1.7 100.0
UBS International Life Limited Dublin, lreland WM& S B EUR 1.0 100.0
WMA WM& S B : Global AM:
| B: cc: 2
1

UBS I nvest ment Management Canada Toconto, Canada WMA CAD 0.0 100. 0
UBS I nvestments Philippines, I nc. Makati City, Philipdmines PHP 360.0 99. 4
UBS Italia SIM SpA Mi | an, ltaly I B EUR 15.1 100. 0
UBS Leasing AG Zurich, Switzerl andVM&SB CHF 10.0 100.0
UBS Life AG Zurich, Switzerl andVM&SB CHF 25.0 100. 0
UBS Life Insurance Company USA California, USA WMA UsD 39. 2 100.0
UBS Limited London, Great BritadiBn GBP 153.7 100.0
UBS Loan Finance LLC Del awar e, USA I B UsbD 16. 7 100. 0
UBS Menkul Degerler AS I'stanbul, Turkey I B TRY 30.0 100.0
UBS New Zealand Limited Auckl and, New Zeal drmBd NZD 7.5 100.0
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UBS O Connor Limited London, Great Britalmbal AM®BP 8.8 100. 0
UBS O’ Connor LLC Del aware, USA Gl obal AMSD 1.0 100.0
UBS Preferred Funding (Jersey) Limtte#elier, Jersey CC EUR 0.0 100. 0
UBS Preferred Funding Company LLCDEIl awar e, USA cc UsSD 0.0 100. 0
UBS Preferred Funding Company LLCDeEVaware, USA ccC UsSD 0.0 100.0
UBS Preferred Funding Company LLCD¥I| awar e, USA cc UusbD 0.0 100. 0
UBS Real Estate KapitalanlagegeseMustchhft Gmbhany Gl obal AMUR 7.5 94.9
UBS Real Estate Securities Inc Del aware, USA I B UsSD 1,3002 4 100.0
UBS Realty Investors LLC Massachusetts, USA Gl obal AMSD 9.3 100. 0
UBS Saudi Ar abi a Ri yadh, Saudi Ar abila SAR 110.0 73.0
UBS Sauerborn Private Equity KompBathehbé&abuGmbHGer manwM&SB EUR 0.0 100.0
UBS Securities (Thailand) Ltd Bangkok, Thail and I B THB 400. 0 100. 0
UBS Securities Asia Limited Hong Kong, China I B HKD 20.0 100. 0
UBS Securities Australia Ltd Sydney, Australia |I|IB AUD 209.3 100.0
UBS Securities Canada | nc Toronto, Canada I B CAD 10.0 100.0
UBS Securities Espafia Sociedad deMWdlodesSPBAin I B EUR 15.0 100. 0
UBS Securities France S.A. Pari s, France I B EUR 22.9 100.0
UBS Securities Hong Kong Limited Hong Kong, China I B HKD 430.0 100. 0
UBS Securities India Private Limi Madbai, I ndi a I B I NR 140.0 100. 0
UBS Securities International Limiteddon, Great BritdiBn GBP 18.0 100.0
UBS Securities I|srael Limited Herzliya Pituach, I1sBr ael LS 0.0 100. 0
UBS Securities Japan Ltd George Town, Cayman Bl slandsIPY 60, 000.0 100. 0
UBS Securities LLC Del aware, USA I B UsD 22,20%.6 100.0
UBS Securities Malaysia Sdn. Bhd. Kuala Lumpur, Mal ay sBi a MY R 80.0 100. 0
UBS Securities Philippines Inc Makat i City, Philigdgmines PHP 190.0 100. 0
UBS Securities Pte. Ltd. Singapore, SingaporleB SGD 311.5 100.0
UBS Securities Pte. Ltd Seoul Br 8erohl, South KorealB KRW 150, 000.0 100.0
UBS Service Centre (Poland) Sp. zKoakow, Pol and cc PLN 1.4 100. 0
UBS South Africa (Proprietary) Li®anddon, South Afrilda ZAR 0.0 100.0
UBS Swiss Financi al Advisers AG Zurich, Switzerl andVM&SB CHF 1.5 100.0
UBS Trust Company National Associ AleivoiNor k, USA WMA UsSD 55. @ 100. 0
UBS Trustees (Bahamas) Ltd Nassau, Bahamas WM& S B UsSD 2.0 100.0
UBS Trustees (Cayman) Ltd George Town, CaymanWM&sSIBandsJSD 2.0 100. 0
UBS Trustees (Jersey) Ltd. St Helier, Jersey WM&SB GBP 0.0 100. 0
UBS Trustees (Singapore) Ltd Singapore, SingaporWww&SB SGD 3.3 100.0
UBS UK Properties Limited London, Great BritdiBn GBP 132.0 100. 0
UBS Wealth Management (UK) Ltd London, Great BritaNM&SB GBP 2.5 100. 0
UBS Wealth Management Australia L8gdney, Australia WM&SB AUD 53.9 100.0
UBS Wealth Management | srael Ltd Herzliya Pituach, IVEVr&eSeB| LS 3.5 100. 0
WMA WM& S B : Global AM:

| B: cc: 2
2010
El'lington Co. , Ltd. Tokyo, Japan
UBS Brasil Administradora de Valores Mobiliarios Ltda Sao Paul o,
UBS Fund Management (Luxembourg) SA Luxembourg, Luxembourg
UBS International Hong Kong Limited Hong Kong, China
UBS Saudi Arabia Riyadh, Saudi Arabia
UBS Securities |srael Li mited HerzIliya Pituach, Il srael
UBS Wealth Management | srael Ltd HerzIliya Pituach, Il srael
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Caisse Centrale de Réescompt e Pari s, France
UBS Convertible Securities (Jersey) Limited St. Helier, Jersey
UBS Fund Holding (Luxembourg) S.A. Luxembour g, Luxembourg
UBS Fund Holding (Switzerland) AG Basel, Switzerl and
UBS Preferred Funding Company LLC | Del aware, USA
SI'X Group AG zurlich, switzerland 17.3
UBS Securities Co. Limited Beijing, China 20.0
uss
35
UBS UBS
UBS
UBS
UBS UBS
UBS
UBS
2010
37
2010 2009
12 31 12 31
UBsS 282 319
596 590
1,274 1,325
2,152 2,233
225 254
0.0 (48. 2)
(14. 3) (147.3)
36
2010
2010
20009
Al G
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20009 UBS Al G DJ- AI G Al G
Al G
DJ- Al GCI
74 65 17 15
2010
35 34
30 Al G UBS
20009 Al G
0 40 40
0 34 34
598 0 598
598 74 672
598 598
74 74
598 74 672
20009 2008
UBS UBS
2009 12 31 2008 12 31
22,606 910
(2,737) (21, 251)
(0.75) (7.61)
37
2010
2010
UBS
2009
20009
UBS
2008
2008
UBS 155
120 34
2008 141
2008
UBS

2008 12 31
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GAM 2
0 19
0 (15)
0 34
4 4 120
44 155
0 0
1 0
1 0
43 155
0 (1)
0 3
0 0
Loos GAM 2 a
38
2010 UBS
UBS 2018 187
180
2010
2010 UBS 113
90 37
35
25
39
UBS
2010 20009 2010 20009 2008
12 31 12 31 12 31 12 31 12 31
0.93 1.04 1.04 1.08 1.06
1.25 1.48 1.37 1.51 1.58
1.46 1.67 1.62 1.70 1.96
100 1.15 1.11 1.18 1.16 0.98
40
UBS ( | FRS )
( FI NMA ) Il FRS I FRS
(FI NMA 08/ 2)
Il FRS 23 27
FI NMA
Il FRS
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FRS

Il FRS

FRS

FRS

UBS

FRS

20

FRS

FRS
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41 SEC
UBS
SEC UBS UBS
UBS
UBS UBS
UBS UBS
I FRS UBS
UBS
UBS AG
2010 12 31 1 . UBS
15,732 3,388 2,723 (2,971) 18,872
(12,153) (1,409) (2,067) 2,971 (12,657)
3,579 1,980 656 0 6,215
(2) (16) (48) 0 (66)
3,577 1,964 608 0 6,149
7,293 6,465 3,401 0 17,160
6,979 (117) 609 0 7,471
1,384 0 0 (1, 384) 0
1,515 1,296 (1,597) 0 1,214
20,749 9,608 3,022 (1,384) 31,994
9,220 5,850 1,850 0 16,920
2,729 2,691 1,164 0 6,585
628 172 117 0 918
0 0 0 0 0
3 90 24 0 117
12,581 8,804 3,154 0 24,539
8,168 804 (132) (1,384) 7,455
633 (1,150) 136 0 (381)
7,534 1,954 (268) (1,384) 7,836
0 0 2 (1,384) 2
7,534 1,954 (266) (1,384) 7,838
0 0 304 0 304
UBS 7,534 1,954 (570) (1,384) 7,534
uBs AG | FRS
UBS
UBS AG
2010 12 31 1 UBS
26,372 69 498 0 26,939
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30,941 5,038 68, 198 (87,044) 17,133
39,315 61,314 9,572 (47,746) 62, 454
130,977 53,203 85,331 (126,721)142,790
108,678 22,853 37,652 (1,719) 167,463
61, 428 9,412 2,162 (11,649) 61,352
- 393,565 8,624 115,618(116,661)401, 146
42,940 5,010 23,861 (33,740) 38,071

4,778 4,788 8,850 (9,911) 8,504
258,378 37,828 12,778 (46,107)262, 877
59,269 11,647 3,853 0 74,768
1,450 3,612 942 (538) 5,466
62,095 6 0 (61,311) 790
4,493 614 360 0 5,467
448 8,150 1,224 0 9,822
6,054 2,897 571 0 9,522

18,504 5,938 1,914 (3,675) 22,681

1,249,683241,001373,384(546,822),317, 247

79,842 47,430 1,261 (87,044) 41,490
20,374 23,613 10,410 (47,746) 6,651
40,713 79,920 80,883 (126,721)74,796
45,191 13,433 1,215 (4,865) 54,975
- 383,892 8,667 117,863(116,661)393, 762
45,0214 10,543 37,097 (33,740) 58,924

94,864 295 18,457 (12,859)100, 756
301,976 29,266 47,166 (46,107)332,301
5,071 2,433 773 (538) 7,738
125,113 398 10,315 (5,555) 130,271

23,286 20,580 23,529 (3,675) 63,719

1,165,349236,578348,968(485,511), 265, 384

UBS 84,334 4,408 19,388 (61,311) 46,820

0 15 5,028 0 5,043

84,334 4,423 24,416 (61,311) 51,863

1,249,683241,001373,384(546,822),317, 247

luBs AG | FRS
UBS

UBS AG

2010 12 31 1 UBS
7,233 4,036 695 11,963
(75) 0 0 (75)
307 0 0 307
(367) (88) (86) (541)
196 22 24 242

(17,874) 1,150 (9,407) (25,631)

(17,312) 1,084 (9,471) (25,698)
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3,241 0 1,218 4,459
(1,456) 0 0 (1,4586)
(113) 0 0 (113)
75,842 8 2,568 78,418
(65,968) (82) (11,447)(77,497)
0 0 6 6
0 (6) (2,047) (2,053)
(122) 235 (113) 0
11,424 154 (9,815) 1,764
(10,218) 1,482 (3,444) (12,181)
(8,873) 6,756 (22,034)(24,151)
123,580 5,238 36,154 164,973
114,707 11,994 14,120 140,822
26,372 69 498 26,939
65, 688 3,737 8,573 77,998
22,647 8,188 5,050 35,885
114,707 11,994 14,120 140,822
luBs AG | FRS 2
2010 12 31 39,768 3
UBS
UBS AG
2009 12 31 1 UBS
18,798 4,432 6,715 (6,484) 23,461
(16,860) (1,982) (4,657) 6,484 (17,016)
1,939 2,450 2,058 0 6,446
(937) (897) 2 0 (1,832)
1,002 1,553 2,060 0 4,614
7,912 6,025 3,774 0 17,712
(1,487) (423) 1,586 0 (324)
1,114 0 0 (1,114) 0
550 (872) 921 0 599
9,092 6,282 8,341 (1,114) 22,601
8,577 5,566 2,400 0 16,543
2,351 2,512 1,385 0 6,248
686 171 191 0 1,048
0 0 1,123 0 1,123
3 96 101 0 200
11,617 8,345 5,200 0 25,162
(2,526) (2,063) 3,141 (1,114) (2,561)
210 (5409) (104) 0 (443)
(2,736) (1,514) 3,245 (1,114) (2,118)
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0 0 (7) 0 (7)
(2,736) (1,514) 3,238 (1,114) (2,125)
0 (3) 613 0 610
UBS (2,736) (1,511) 2,625 (1,114) (2,736)
ues aG | FRS
UBS
UBS AG
2009 12 31 1 UBS
15,177 75 5,647 0 20,8909
27,861 4,476 84,363 (99,896) 16,804
39,807 56,402 10,700 (43,402) 63,507
113,891 37,914 82,474(117,590)116, 6809
122,801 18,224 48,739 (1,727) 188,037
47,954 11,422 859 (16,014) 44,221
- 413,822 8,260 145,265145,654)421, 694
56,477 5,787 23,340 (31,830) 53,774
5,831 5,876 11,283 (12,768) 10,223
265,689 41,871 15,955 (57,039) 266, 477
63,459 15,441 2,857 0 81,757
1,664 3,880 1,100 (828) 5,816
61,551 24 49 (60, 754) 870
4,920 791 501 0 6,212
494 9,101 1,413 0 11,008
6,352 2,037 479 0 8,868
21,241 4,352 2,169 (4,078) 23,682
1,268,991225,933437,194591,580), 340,538
79,245 51,091 1,482 (99,896) 31,922
17,662 22,993 10,742 (43,402) 7,995
38,563 66,545 76,657(117,590) 64, 175
41,884 10,792 610 (5,817) 47,469
- 400,432 8,173 146,992 145,654)409, 943
49,328 9,847 38,752 (31,830) 66,097
100, 768 276 27,953 (16,344) 112, 653
300,123 31,840 64,340 (57,039) 339, 263
5,155 2,269 2,093 (828) 8,689
126,965 493 12,242 (8,348) 131,352
31,151 18,823 26,449 (4,078) 72,344
1,191, 276223, 142408, 317530, 826),291, 905
UBS 77,715 2,770 21,283 (60,754) 41,013
0 21 7,599 0 7,620
77,715 2,791 28,882 (60,754) 48, 633
1,268,991225,933437,194591,580), 340,538
ues aG | FRS
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UBS
UBS AG
2009 12 31 1 UBS
4,841 (6,469) 56,126 54, 497
(42) 0 0 (42)
296 0 0 296
(656) (124) (75) (854)
104 53 6 163
(22,319)(12,484) 14,677 (20,127)
(22,616)(12,555) 14,608 (20, 563)
(7,020) (1,596) (51,424)(60,040)
673 0 0 673
3,726 0 0 3,726
64, 956 0 2,106 67,062
(55,616) (1,548) (7,861) (65, 024)
0 0 3 3
0 (8) (576) (583)
(4,032) 2,419 1,614 0
2,686 (733) (56,136)(54, 183)
5,886 574 (933) 5,529
(9,202) (19,183) 13,664 (14,721)
132,782 24,421 22,490 179,693
123,580 5,238 36,154 164,973
15,177 75 5,647 20, 899
78,025 3,714 16,694 98,432
3 30,378 1,450 13,814 45,642
123,580 5,238 36,154 164,973
?BS AG | FRS
2009 12 31 57,116 3
UBS
UBS AG
2008 12 31 1 UBS
49,699 21,343 27,354 (32,717)65, 679

(48,686) (17,436)26,282)32,717 (59, 687)

1,013 3,907 1,072 0 5,992
(861) (2,050) (85) 0 (2,996)
152 1,857 987 0 2,996
9,709 7,910 5,310 0 22,929

(8,129) (19,847)2,156 0 (25,820)

(19,882) 0 0 19, 882 0
2,836 1,058 (3,202) 0 692
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(15,314) (9,022) 5,251 19,882 796
8,738 5,169 2,355 0 16,262
3,918 4,604 1,976 0 10, 498
770 205 266 0 1,241
0 341 0 0 341
1 93 119 0 213
13,427 10,412 4,716 0 28,555
(28,741) (19, 434) 535 19,882 (27,758)
(7,407) (4) 574 0 (6,837)
(21,335) (19,430) (39) 19,882 (20, 922)
43 0 155 0 198
(21,292) (19,430) 116 19,882 (20,724)
0 (9) 577 0 568
UBS (21,292) (19,421) (461) 19,882 (21,292)
uBs AG | FRS
UBS
UBS AG
2008 12 31 1 UBS
69,7909 (438) 7,646 77,007
(1,502) 0 0 (1,502)
1,686 0 0 1,686
(819) (258) (140) (1,217)
37 27 5 69
330 156 (1,198) (712)
(268) (75) (1,333) (1,676)
(52,815) 914 11,264 (40,637)
623 0 0 623
23,135 0 0 23,135
91,961 0 11,126 103,087

(62,822)(14,500)(15,572)(92, 894)

0 842 819 1,661
0 (112) (420) (532)
(11,978) 21,816 (9, 838) 0
(11,896) 8,960 (2,621) (5,557)
(33,963) 442 (5,665) (39, 186)
23,672 8,889 (1,973) 30,588
109,110 15,532 24,463 149,105
132,782 24,421 22,490 179,693
27,030 332 5,382 32,744
62,777 19,875 4,080 86,732
42,975 4,214 13,028 60,217
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132,782 24,421 22,490 179,693
luBs AG | FRS
2
2008 12 31 19,912 3
UBS AG
2010 12 31
UBS 1 2001 7.247 0.5
UBS 2003 1 0.3
LI BOR+0. 7
UBS 2006 6.243 1.0
HLoos 2001 300 7.25
UBS AG
UBS UBS 2010 12 31
UBS 1,256
UBS
UBS AG UBS UBS AG
UBS UBS AG
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UBS AG 20009 5,041 11, 164
6, 123
SNB 476
6, 977 6,501
20009 1,154 1,703
20009 9,101 10, 300
20009 2,405
2,051
20009 1, 432 912
181
2010 12 31 UBS 863 2009 12 31
UBS
15
20
15 11
19 11
2010
142
2010 UBS
14 UBS
UBS

11
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20009
2010 12 31 2009 12 31 12 31
10,853 10,040 13,764 12,733 (21)
4,441 4,108 4,911 4,543 (10)
312 289 92 85 239
(12,181) (11,269) (16, 901)(15,635) (28)
3,426 3,169 1,866 1,726 8 4
295 273 255 236 16
8,433 7,801 9,294 8,598 (9)
645 597 624 577 3
(2,070) (1,915) (2,264) (2,094) (9)
7,304 6,757 7,909 7,317 (8)
6,501 6,014 (476) (440)
228 211 123 114 85
1,703 1,575 1,154 1,068 48
31 29 26 24 19
3,632 3,360 4,761 4,404 (24)
(3,422) (3,166) (3,604) (3,334) (5)
2,172 2,009 2,460 2,276 (12)
19,402 17,949 11,759 10,878 65
10,300 9,529 9,101 8,410 13
4,502 4,165 4,421 4,090 2
14,802 13,693 13,522 12,5009 9
4,601 4,256 (1,763) (1,631)
2,051 1,897 2,405 2,225 (15)
181 167 1,432 1,325 (87)
2,369 2,192 (5,600) (5, 181)
3,957 3,661 688 636 475
(178) (165) (49) (45) (263)
(25) (23) (80) (74) 69
6,123 5,664 (5,041) (4, 663)
20009
12 31
2010 12 31 2010 12 3% 2009 12 31
26,3724,397 26,3724,397 15, 1717, 040 74
73,0497,578 73,0487, 57891, 98BH, 098 (21)
206, 161200, 720206, 1520, 72091, 0D26, 696 8
142,631431, 951142, 6B31, 95153, 8982, 366 (7)
141,701831, 094141, 7D81, 09440, 6730, 135 0
139, 681529, 223139, 6B59, 22338, 16D7, 812 1
34,7882,182 34,7882, 18215, 2064, 067 129
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21,07519,496 21,0759, 496 19, 2257, 785 10
4,557 4,216 4,5574,216 4,986,613 (9)
1,643 1,520 1,6431,520 1,754,623 (6)
- 65,4490, 547 65, 4480, 54768, 9873, 811 (5)
6,373 5,896 6,3735,896 6,504,017 (2)

863, 497598, 819863, 4B%8, 81®B47,5484, 062 2

2,287 2,116 2,2872,116 2,61%2,421 (13)
254, 762235, 680254, 7525, 68Q@ 42, 6174, 445 5

50,72946,929 50, 7246, 929 45, 0431, 6609 13

192,511178, 092192, 5118, 09284, 01D0, 228 5

78,322712,456 78,3222, 45672, 985,518

260, 402440, 900260, 4D40, 90®87, 1565, 648 (9)
2,605 2,410 2,6052,410 2,967,745 (12)
89,86083,129 89, 86®3, 129155, 9044, 230 (42)
79,84773,866 79,8473, 866

7,634 7,062 7,6347,062 7,520,957 2

- 60,7236,175 60,7286, 17554, 46D, 388 11
4,717 4,364 4,7174,364 6,641, 144 (29)
1,424 1,317 1,4241,317 2,277,106 (37)

383 354 383 354 356 329 8
31,90429,514 27,3735,32830, 328, 102 (10)

3 42,09138, 938 42, 0938, 93841, 688, 566 1
(10, 187)9, 424014, 7X24)3, 61091, 3429, 465) (30)
432 400 432 400 835 772 (48)
3 432 400 432 400 835 772 (48)
2,000 1,850 402 372 2,0420, 889 (80)
2,000 1, 850 402 372 2,042, 889 (80)

6,1235,664 (5,04(3%,663)
863, 497508, 819863, 4B%8, 81847, 5484, 062 2

14,68913, 589 14, 68B3, 589 19, 4110/, 956 (24)
129, 241319, 563129, 24B9, 56345, 2684, 387 (11)

bo11 28
2
2011
2011 28 ( AGM)
402 372
2010 6,123 5,664
6,525 6,036
2,000 1,850
4,525 4,186
6,525 6,036
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40
UBS AG UBS

UBS

39

2010 2009 12 31 UBS
AG(

UBS AG

UBS
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UBS
2010 1 1 UBS
31 UBS
12
2010 UBS
FI NMA 2010 12 FI NMA 08/ 2
UBS FI NMA 08/ 2 2010
988
2011 1997
UBS
2010 12 31
()
2010 20009 20009
12 31 12 31 12 31
1,890 3,005 (37)
2,326 (4,496)

2,285 1,014 125
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6,501 (476)
2010
601 2,337 20009
265 I FRS FI NMA
08/ 2
741
227
2010 18 20009 4 8
160
2010 12 31 2009 12 31 ()
1 31,575 7,876 42,898 1,368 (26) 476
2 27,119 15,706 21,741 12,321 25 27
1 60,989 26,308 47,289 31,862 29 (17)
5,790 0 8,578 0 (33)
125,47349,890120,50645, 551 4 10
1 2
20009 2010
12 31 12 31
1,256 (383) 90 (378) 380 964
810 (764) (29) (37) 170 151
42 (20) (6) (7) 16 25
96 (30) (13) 37 90
214 (112) (13) (32) 21 80
9 59 (64) 4
1,024 (75) (28) (74) 137 982
3,451 (1,384) 60 (592) 761 2,296
1,174 872
2,277 1,424
2008 12 31 2009 1 1 293 40,910 2,877 22,115(36,489) 29,706
30 3,783 3,813
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MCN 33 58 91
(14,374) (22,113%, 489
(5,041) (5,041)
(2,0423,042 0
2009 12 31 2010 1 1 356 30,377 835 2,042 (5,041) 28,5689
1 1
MC N 27 27
(2,999) (2,042%5,041 0
0
6,123 6,123
(402) 402 0
2010 12 31 383 27,379 432 402 6,123 34,719
2010 12 31
3,830,840,5B83,084, 0581 830,840,5B83,084, 051
629,920,71262,992,071
2009 12 31
3,558,112, 78%5,811, 2B5558, 112, 783%5,811,275
527,773,64652, 777,365
2010 2008 13
MCN UBS
47 .68 UBS 0.10
272,651, 005 MCN
2010 12 31 UBS 149,920, 71
100,000,000 SNB
2010 14 UBS AG
380,000, 000
UBS AG 2010
UBS AG 4.90 2010 12
UBS AG 6. 45 2009 12 17
UBS AG 3.45 2010 3 11
3.21
UBS
2010 12 31
UBS
2010 12 31 2009 12 31
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OOo00000
(
)
409,822,353 41 10.70 13,857, 85441 11.63
DTC Cede & Co. 1! 280, 355,684 28 7.82299,489, 00330 8. 42
245,481,682 25 6.41
145,038,407 15 3.79109,365, 32111 3.07
1 DTC Cede & Co.
2010 20009
12 31 12 31
592
128
2,839 2,664
2,832 3,120
6, 373 6,504
20009
12 12 31
484
883
782
4,493
6,641
()
20009
2010 12 31 2009 31 12 31
102,820 030 (14)
106, 304 027 (6)
27,215 18, 623 46
168 151 11
4,278 2,083 105
UBS AG
2010
2010
UBS AG VAT VAT
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0000000
1
2010 12 31 2009 12 31
P RV N RV PRV N RV 4
176,918 166,919 32,96387,506L74,632 34,726
57,812 50,578 2,34580,008 70, 586 2,525
113,514 122,843 6,56197,925101,800 6,051
3,784 3,755 71 3,442 3,378 78
16,281 19, 455 483 17,314 21,353 451
894 927 41 761 697 31
369,203 364,477 42,46386, 956372, 447 43,862
303,754 303, 754 317,97917,979
65,449 60,723 68,977 54, 468
1 ZPRV 3
NRV 4 2009 12 31
()
2010 2009 20009
12 31 12 31 12 31
11,529 17,088 (33)
1,740 1,810 (4)
13,269 18, 898 (30)
UBS
(
2010 2009 20009
12 31 12 31 12 31
UBS 1 682 543 26
HLoi1o
| T FI NMA 08/
UBS Il FRS UBS AG
| FRS
2010 12 31 36, 381 2009 12 31 36, 182
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a
b b 3 c d c e f
Oswald J. Gribel
CEO 20103, 000, 000 0 0 0 0 - 25,600 0 3,025,600

Carsten

Kengeter

CEO
2010 874,626,002, 426339, 15870, 83,7341, 654 - 92,547 0 9,321,308
Carsten Kengeter
CEO
2009 669, 09,002, 0822001, 8455, 869 - 1,349, 3360 12,548,190, 312
2010 12 31
1 20104, 705,189,4588, 145 451,1555®19,3006,1039, 901 -381, 858143, 4912, 030, 900
2009 12 31
1 20092,000,10%,5440, 8P7 293,1838445%, 424 - 15,69623839715516B6906, 566
2010
2 2010 755, 9510, 380, 00®20, 000 0 0 - 78,81718,334253, 101
2009
2 20092, 447, 284065, 85%58377,239 0 - 0 215, 151171, 12», 276, 914
! 2010 12 31 2009 12 31
13 2010 Francesco Morr a
20009 Mar cel Rohner Wal ter H. Stidarzinger Raoul Wei l
Rory Tapner Marten Hoekstra 1032010 John Cryan
Carsten Kengeter Al exander Wil mot-Sitwel!l 4
4,655,950 1,594,250
a. 39
b . 60 24 20
c. 2010 2011 18.70
2009 2010 16. 30 2009
2010 22.20
d.
2010 2011
18. 43 19.94 18. 30 19.80
e.
f. UuBS 820,800
AHYV ALV
BVG
250, 000 150, 000
UBsS 245,000
401K
100, 000 2010

218/396



EDINETOOOO
00000000000 0O(E05852)

oooooog
20009 2010 12 31
4
! 2 () 3 ()
Oswald J. Gribel 2010 0 0 0 0.0006,000,000 O0.181
20009 - - 0 0.008,000,000 0.217
John Cryan 2010221, 87B85, 97507, 8540. 018382, 673 0.017
20009 - - 235,9290.013382, 673 0.021
Markus U. Diethelm 2010178, 619%5,70®54,3190.012 0 0.000
20009 - - 112,2450.006 0 0.000
John A. Fraser 2010326, 70216, 54443, 2430.029, 088,795 0.049
CEO 20009 ; . 480,4640.025,088,795 0.059
Lukas Gahwiler UBS CRO10370,000 850 110,8500.005 0 0.000
CEO 2009 i ] . .
Carsten Kengeter 2010916, 20363, 087279, 24B. 058905, 000 0.041
CEO 20009 ; . 516,9090.028905, 000 0.049
Ulrich Korner 20101377 59m5,597273, 1890.012 0 0.000
CEO 20009 - - 0 0.000 0 0.000
Philip J. Lofts 2010200, 00D44, 60344, 6120.016577, 723 0.026
20009 - - 179,2340.010577,723 0.031
Robert J. McCann 2010138, 59840, 86679, 4640. 031 0 0.000
CEO 2009 ; - 602,4810.033 0 0.000
Francesco MorraSUBS 26g 8 - - - -
2009 - - 153,8600.008325, 086 0.018
Al exander Wil mot-Sitwed010374, 73913, 61888, 3520. 022353, 807 0.016
CEO 20009 - - 286,7670.016353, 807 0.0109
Roggfot Wol f UBS 2010342, 8035, 388278, 1870. 040948, 473 0.043
2009 - - 785,6310.043948, 473 0.051
Chi-Won Yoon 2010184, 85818, 33803, 1900. 023623, 253 0.028
CEO 20009 ; . 367,5730.020623, 253 0.034
JngO Zeltner UBS 2010313,6099, 405123, 0140. 006205, 470 0.0009
CEO 2009 - - 16,5020.001205, 470 0.011
1 2
3 31 4
5,
2010
a
1 e f
Kaspar Villige2010 850, 000 0 500.2000141, 308 0 1,491,308
20009 602, 083 0 0 74,488 0 676,571
Peter Kur er 2010 - - - - - -
20009 666, 667 0 0 37,561 89,780 794,008
Lo1o Kaspar Villiger 2010 12 31 2009 12 31
Peter Kur er 2009 15 2
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1 2 3,4
Mi chel Demar é M 2010 322051,108 00, 000 250,%00875,0000052, 631
M 20009 322051,002 00, 000 0 0 525,000 21,203
David Sidwell 2010 322051,100 00, 000 250.,%00075,00®0 30, 893
20009 322051,00800, 000 0 0 725,000 29,281
Sally Bott c M 2010 322051,10060, 000 775,0060 24,556
20009 32205,00880, 000 0 0 675,000 27,261
Rainer - MarM 2010 322051,108 00, 000 725,00D00 43, 583
Frey 20009 32205,002 00, 000 0 0 525,00D0040,301
Bruno Gehrig M M 2010 322051,102 00, 00 0 525,0060 16, 634
20009 322051,002 00, 000 0 0 525,000 21,203
Ann F. M M 2010 322051,102 60, 000 575,006G0 18,219
Godbehere
M M 20009 322051,002 60, 000 575,0060 23,222
Axel P. 2010 322051,102 00, 00 0 525, 00D00 31, 519
Lehmann
20009 322051,002 00, 000 0 0 525,00D0040,301
Sergio
Mar chionne 2010 2011 B
M 20009 32205L,00000, 0000 250.% 0675, 0000051, 845
Wol fgang M M 2010 3205,10 080, 000 475,000 15,050
Mayr huber
20009 2010 -
Hel mut Panke M 2010 322051,108 00, 000 625,00050 19, 803
20009 32205,00800, 000 0 0 625,000 25,242
Wil liam G.c 2010 / 3205,10800, 000 625,0060 19,803
Parrett
c 20009 322051,00800, 000 0 0 625,000 25,242
Peter R. 2010 2011 -
Voser
M 20009 322051,00 0100 0, 0 0 00 0 425,000 17,164
2010 6,700,000
20009 6,425,000
C M=
l2010 12 31 10 Wol fgang Mayr huber 2010 14
Sergi o Marchionne Peter Voser 2010 14 2009 12 31
11 Mi c hel Demar é Ann F. Godbehere Axel P. Lehmann 2009 1
Bertarelli Gabrielle Kaufmann-Kohl er Joerg Woll e f00950 15 50
UBS 100 UBS 32010
18. 56 2011 10 UBS 15
15. 78 2009 14.57
2010 UBS 15 12.
4 100
5
2010 8,191,310
2009 7,895,579
20009 2010 12 31
1
Kaspar Villiger 2010 22,500 0.001
2009 22,500 0.001
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Mi chel Demar é 2010 23,703 0.001
2009 2,500 0.000
David Sidwel] 2010 69, 3514 0.003
2009 40, 073 0.002
Sally Bott 2010 39,542 0.002
2009 12,281 0.001
Rai ner - Marc Frey 2010 56, 459 0.003
2009 16,158 0.001
Bruno Gehrig 2010 37,775 0.002
2009 16,572 0.001
Ann F. Godbehere 2010 23,222 0.001
2009 0 0.000
Axel P. Lehmann 2010 58,452 0.003
2009 18,151 0.001
Sergi o Marchionne 2 2010 -
2009 164, 154 0.009
Wol fgang Mayrhuber 2010 0 0.000
2009 -
Hel mut Panke 2010 89,529 0.004
2009 64,287 0.003
William G. Parrett 2010 42,815 0.002
2009 17,573 0.001
Peter R. Vosezr 2010 -
2009 68,310 0.004
! 20009 2010
2010
1
a
Georges Bl um Swiss Bank Corpor20il6n 0 0 0
2009 0 92,399 92,399
Franz Galliker Swiss Bank Corp@©OdaonionoO 0 0
2009 0 10,659 10,659
Wal ter G. Frehner Swiss Bank C@ObpoOrat®on 0 0
2009 0 25,371 25,371
Hans (Liliane) Strasser Swiss B&A&AKW Co@Oporatilon 0
2009 0 9,758 9,758
Robert Studer Union Bank of Swik0oi1érl abd 0 0
20009 0 18,751 18,751
Al berto Togni UBS 2010 0 20,493 20, 493
2009320, 136355, 983 676, 119
Philippe Alix de Weck Union BaRkk1of 0
Switzerl and 0 0
2009 0 93,135 93, 135
2 2010 0 57,229 57,229
2009 0 18,293 18,293
2010 0 77,722 177,722
2009320, 136624, 349 944, 485
1 2
2010 2009
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20009 2010 12 31
1
2 3
Oswald J. Griabel
2010 4, 000,0004,000, 000 20092009 262014 25 CHF 10.10
2009 4,000,0004,000, 000 200920009 262014 25 CHF 10.10

John Cryan

2010 382,673 21,362 20022003 312012 31 CHF 36. 49
20, 731 20022004 312012 31 CHF 36. 49
20,725 20022005 312012 31 CHF 36. 49
5,454 20022003 282012 28 CHF 36.65
5,294 20022004 282012 28 CHF 36. 65
5,292 20022005 282012 28 CHF 36.65
23,626 20032004 2013 31 CHF 27.81
23,620 20032005 2013 31 CHF 27.81
23,612 20032006 2013 31 CHF 27.81
5,526 20032004 2013 28 CHF 26. 39
5,524 2003 2005 120183 28 CHF 26. 39
5,524 20032006 2013 28 CHF 26. 39
17,072 20042005 2014 27 CHF 44.32
17,068 20042006 2014 27 CHF 44.32
17,063 20042007 2014 27 CHF 44. 32
14,210 20052006 2015 28 CHF 47.58
14,210 20052007 2015 28 CHF 47.58
14,207 20052008 2015 28 CHF 47.58
5,330 20062007 2016 28 CHF 65.97
5,328 20062008 2016 28 CHF 65.97
5,326 200620009 2016 28 CHF 65. 97
17,762 20072008 2017 28 CHF 67.00
17,762 200720009 2017 28 CHF 67.00
17,760 20072010 2017 28 CHF 67.00
53 285 20082011 2018 28 CHF 32.45

2009 382,673 21,362 20022003 312012 31 CHF 36. 49
20, 731 20022004 312012 31 CHF 36. 49
20, 725 20022005 312012 31 CHF 36. 49
5,454 20022003 282012 28 CHF 36. 65
5,294 20022004 282012 28 CHF 36.65
5,292 20022005 282012 28 CHF 36.65
23,626 20032004 2013 31 CHF 27.81
23,620 20032005 2013 31 CHF 27.81
23,612 20032006 2013 31 CHF 27.81
5,526 20032004 2013 28 CHF 26. 39
5,524 20032005 2013 28 CHF 26. 39
5,524 20032006 2013 28 CHF 26. 39
17,072 20042005 2014 27 CHF 44.32
17,068 20042006 2014 27 CHF 44. 32
17,063 20042007 2014 27 CHF 44.32
14,210 20052006 2015 28 CHF 47.58
14,210 20052007 2015 28 CHF 47.58
14,207 20052008 2015 28 CHF 47.58
5,330 20062007 2016 28 CHF 65.97
5,328 20062008 2016 28 CHF 65. 97
5,326 200620009 2016 28 CHF 65.97
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17,762 20072008 2017 28 CHF 67.00
17,762 200720009 2017 28 CHF 67.00
17,760 20072010 2017 28 CHF 67.00
53,285 20082011 2018 28 CHF 32. 45

Mar kus U. Diethelm

2010 0

2009 0

John A. Fraser CEO

2010 1,088,795 76,380 20022005 312012 31 USD 21. 24
127,884 20022005 282012 28 CHF 37.90
127,884 20032006 312013 31 UusSb 22.53
170, 512 20042007 2014 27 Uusb 38. 13
202, 483 20052008 2015 28 USD 44.381
213,140 20062009 2016 28 CHF 72.57
170, 512 20072010 2017 28 CHF 73.67

2009 1,088,795 76,380 20022005 312012 31 USD 21. 24
127,884 20022005 282012 6 28 CHF 37.90
127,884 20032006 312013 31 UsSbD 22.53
170,512 20042007 2014 27 UsSD 38.13
202, 483 20052008 2015 28 USD 44.81
213,140 200620009 2016 28 CHF 72.57
170,512 20072010 2017 28 CHF 73.67

Lukas Gahwiler UBS CEO CEO

2010 0

2009 -

Carsten Kengeter CEO

2010 905,000 905, 000 20092012 2019 12 27 CHF 40.00

2009 905,000 905,000 20092012 2019 12 27 CHF 40.00

Ulrich Koérner CEO

2010

2009

Philip J. Lofts

2010 577,723 11, 445 20022003 312012 31 CHF 36. 49
11,104 200220014 312012 31 CHF 36.49
11,0098 20022005 312012 31 CHF 36. 49
1,240 20022003 282012 28 CHF 36.65
5,464 200220014 282012 28 CHF 36.65
1,199 20022005 282012 28 CHF 36.65
9,985 200320014 2013 31 CHF 27.81
9,980 20032005 2013 31 CHF 27.81
9,974 20032006 2013 31 CHF 27.81
1,833 200320014 2013 28 CHF 26.39
1,830 20032005 2013 28 CHF 26.39
1,830 20032006 2013 28 CHF 26. 39
35,524 20042005 2014 27 CHF 44. 32
35,5214 20042006 2014 27 CHF 44.32
35,521 20042007 2014 27 CHF 44. 32
117,090 20052008 2015 28 CHF 52.32
117,227 20062009 2016 28 CHF 72.57
85, 256 20072010 2017 28 CHF 73.67
74,599 20082011 2018 28 CHF 35.66

2009 577,723 11, 445 20022003 312012 31 CHF 36.49
11,104 20022004 312012 31 CHF 36. 49
11,0098 20022005 312012 31 CHF 36. 49
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1,240 20022003 282012 28 CHF 36.65
5,464 200220014 282012 28 CHF 36.65
1,199 20022005 282012 28 CHF 36.65
9,985 200320014 2013 31 CHF 27.81
9,980 20032005 2013 31 CHF 27.81
9,974 20032006 2013 31 CHF 27.81
1,833 200320014 2013 28 CHF 26.39
1,830 20032005 2013 28 CHF 26.39
1,830 20032006 2013 28 CHF 26. 39
35,524 20042005 2014 27 CHF 44. 32
35,5214 20042006 2014 27 CHF 44.32
35,521 20042007 2014 27 CHF 44. 32
117,090 20052008 2015 28 CHF 52.32
117,227 20062009 2016 28 CHF 72.57
85, 256 20072010 2017 28 CHF 73.67
74,599 20082011 2018 28 CHF 35.66
Robert J. McCann CEO
2010 0
2009 0
Francesco Morra® UBS CEO
2010 -
2009 325,086 43,911 20062009 2016 28 CHF 72.57
66, 866 20072010 2017 28 CHF 73.67
114, 3009 20082011 2018 28 CHF 35.66
100,000 20092012 2019 27 CHF 11. 35
Al exander Wil mot-Sitwel!]l CEO
2010 353,807 53,282 20052008 2015 28 CHF 47.58
2,130 20052007 2015 CHF 47.89
35,5214 20062007 2016 28 CHF 65.97
35,524 20062008 2016 28 CHF 65.97
35,521 20062009 2016 28 CHF 65.97
106,570 20072010 2017 28 CHF 73.67
85, 256 20082011 2018 28 CHF 35.66
2009 353,807 53,282 20052008 2015 28 CHF 47.58
2,130 20052007 2015 CHF 47.89
35,524 20062007 2016 28 CHF 65.97
35,5214 20062008 2016 28 CHF 65.97
35,521 20062009 2016 28 CHF 65.97
106, 570 20072010 2017 28 CHF 73.67
85,256 20082011 2018 28 CHF 35.66
Robert Wolf UBS CEO
2010 948,473 287,739 20032006 312013 31 USD 22.53
213,140 20042007 2014 27 UsSD 38.13
127,884 20052008 2015 28 USD 44.81
106,570 20062009 2016 28 CHF 72.57
106,570 20072010 2017 28 CHF 73.67
106, 570 20082011 2018 28 CHF 35.66
2009 948,473 287,739 20032006 312013 31 UsSD 22.53
213,140 20042007 2014 27 UsSbD 38.13
127,884 20052008 2015 28 USD 44.81
106,570 20062009 2016 28 CHF 72.57
106,570 20072010 2017 28 CHF 73.67
106, 570 20082011 2018 28 CHF 35.66
Chi -Won Yoon CEO
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2010 623, 253 11,577 20022002 312012 31 UsSbh 21. 24
11,229 20022004 312012 31 Usb 21. 24
11,227 20022005 312012 31 USD 21. 24
2,252 20022002 282012 28 Uusb 21.70
6,446 20022004 292012 28 usb 21.70
2,184 20022005 282012 28 UsSsb 21.70
8,648 20032004 2013 31 UsSbD 20. 49
8,642 20032005 2013 31 Uusb 20. 49
8, 635 20032006 2013 31 USD 20. 49
4,262 20032005 282013 28 UsSsb 19.583
3,374 20032004 2013 28 Uusb 19. 53
3,371 20032005 2013 28 USDhD 19.583
3,371 20032006 2013 28 UsSsb 19.583
6,200 20042005 2014 27 CHF 44. 32
4,262 20042006 272014 27 CHF 44.32
6,198 20042006 2014 27 CHF 44. 32
6, 195 20042007 2014 27 CHF 44. 32
10,659 20052006 2015 28 CHF 47.58
10,657 20052007 2015 28 CHF 47.58
10,654 20052008 2015 28 CHF 47.58
21,316 20062007 2016 28 CHF 65.97
21,314 20062008 2016 28 CHF 65.97
21,311 200620009 2016 28 CHF 65. 97
8,881 20072008 2017 28 CHF 67.00
8,880 200720009 2017 28 CHF 67.00
8,880 20072010 2017 28 CHF 67.00
42,628 20082011 2018 28 CHF 32.45
350,000 20092012 2019 27 CHF 11. 35
20009 623,253 11,577 20022002 312012 31 Usb 21. 24
11,229 20022004 312012 31 USDhD 21. 24
11,227 20022005 312012 31 UsSb 21. 24
2,252 20022002 282012 28 usb 21.70
6, 446 20022004 292012 28 Usb 21.70
2,184 20022005 282012 28 Uusb 21.70
8,648 20032004 2013 31 Uusb 20. 49
8,642 20032005 2013 31 USD 20. 49
8, 635 20032006 2013 31 UsSbD 20. 49
4,262 20032005 282013 28 Uusb 19. 53
3,374 20032004 2013 28 USbD 19.583
3,371 20032005 2013 28 UsSsb 19.583
3,371 20032006 2013 28 Uusb 19. 53
6,200 20042005 2014 27 CHF 44.32
4,262 20042006 272014 27 CHF 44. 32
6,198 20042006 2014 27 CHF 44. 32
6,195 20042007 2014 27 CHF 44.32
10,659 20052006 2015 28 CHF 47.58
10,657 20052007 2015 28 CHF 47.58
10,654 20052008 2015 28 CHF 47.58
21,316 20062007 2016 28 CHF 65.97
21,314 20062008 2016 28 CHF 65. 97
21,311 200620009 2016 28 CHF 65.97
8,881 20072008 2017 28 CHF 67.00
8,880 200720009 2017 28 CHF 67.00
8,880 20072010 2017 28 CHF 67.00
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42,628 20082011 2018 28 CHF 32.45
350, 000 20092012 2019 27 CHF 11. 35
Jiurg Zeltner UBS CEO CEO
2010 205,470 809 2002 2003 312012 31 CHF 36. 49
784 2002 20014 312012 31 CHF 36. 49
784 20022005 312012 31 CHF 36.49
4,972 20042007 2014 27 CHF 44.32
7,106 20052006 2015 28 CHF 47.58
7,103 20052007 2015 28 CHF 47.58
7,103 20052008 2015 28 CHF 47.58
93 20052007 2015 CHF 47.89
161 20052007 2015 CHF 45.97
149 20052007 2015 CHF 50. 47
127 20052007 12 2015 12 CHF 59.03
,106 20062007 2016 28 CHF 65.97
, 103 20062008 2016 CHF 65.97
, 103 200620009 2016 28 CHF 65.97
110 20062008 2016 CHF 65.91
242 20062008 2016 CHF 61.84
230 20062008 2016 CHF 65. 76
221 20062008 12 2016 12 CHF 67.63
, 105 20072008 2017 CHF 67.00
, 105 20072009 2017 CHF 67.00
,103 20072010 2017 28 CHF 67.00
223 200720009 2017 CHF 67.08
42,628 20082011 2018 28 CHF 35.66
90,000 20092012 2019 27 CHF 11.35
2009 205,470 809 20022003 312012 31 CHF 36. 49
784 200220014 312012 31 CHF 36. 49
784 20022005 312012 31 CHF 36.49
4,972 20042007 2014 27 CHF 44.32
7,106 20052006 2015 28 CHF 47.58
7,103 20052007 2015 28 CHF 47.58
7,103 20052008 2015 28 CHF 47.58
93 20052007 2015 CHF 47.89
161 20052007 2015 CHF 45.97
149 20052007 2015 CHF 50. 47
127 20052007 12 2015 12 CHF 59.03
,106 20062007 2016 2 CHF 65.97
, 103 20062008 2016 CHF 65.97
7,103 2006 2009 12016 CHF 65.97
110 20062008 2016 CHF 65.91
242 20062008 2016 CHF 61.84
230 2006 2008 82016 CHF 65. 76
221 20062008 12 2016 12 CHF 67.63
7,105 20072008 2017 2 CHF 67.00
, 105 20072009 2017 28 CHF 67.00
,103 20072010 2017 28 CHF 67.00
223 200720009 2017 CHF 67.08
42,628 20082011 2018 28 CHF 35.66
90,000 20092012 2019 27 CHF 11.35
1 2 3
31 2010

20009 2010 12 31
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2

Jirg Zel tner UBS
Jirg Zeltner UBS

CEO
CEO

2¢tEH 5,739,862
2¢ggd 5,800, 202

2010 20,696,569
20009 15,356, 483

2009 2010 12 31

1

Kaspar Villiger 2010
2009

Mi chel Demar é 2010 850, 000
2009 850, 000

David Sidwell 2010 0
2009 0

Sergio Marchionne 3 2010 -
2009 0

Sally Bott 2010 0
2009 0

Rai ner - Marc Frey 2010 0
2009 0

Bruno Gehri’g 2010 798,000
2009 798, 000

Ann F. Godbehere 2010 0
2009 0

Ax el P. Lehmann 2010 0
2009 0

Wol fgang Mayr huber 2010 0
2009 0

Hel mut Panke 2010 0
2009 0

WilliamG. Parfett 2010 0
2009 1,260, 731

Peter R. Voswer 2010 i}
2009 0
2010 1,648,000
2009 2,908,731

1

%010 4
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Financial information
Comsalidated financial statements

Consolidated financial statements

Management's report on internal control
over financial reporting

The Board of Directors and management of UBS AG (UBS) are re-
sponsible for establishing and maintaining adaguate nternal con-
trol over finandal reporting. UBSS internal contral over financal re-
porting is designed 1o provide reasonable assurance regarding the
preparation and fasr presentation of published financial statements
in accosdance with International Financial Repertng Standards
{FA5) as issued by the International Accownting Standards Board.
LIESs internal control aver financial reparting includes thase
podcies and procedures that:
- FPertain to the maintenance of recorck that, m reasenable detail,
accurately and fairy reflect transactions and dispositions of assats;
— Frovide reasonable assurance that transactions are recorded
a5 macassary 1o permit preparation and fair presantation of fi-
nancial staternents, and that receipts and expenditunes of the
company are beng made anly in accardanca with authariza-
tions of U85S management; and
- FProvide reasonable assurance regarding prevention or timely
detection of unauthanized acquisition, use or dispostion of
the company’s assets that could have a material effect an the
financial staterments.

Because of its inharent limitations, intarnzl contral over finan-
cial reporting may not pravent or detect misstatements, Also, pra-
pections of any evaluaton of effectiveness to future penods ane
subject to the risk that contrals may become inadequate becauss
of changes in conditions, or that the degree of compliance with
the palicies ar procedures may deteriarate,

LIBS managernent assessed the effectiveness of LIBSS mternal
cantral over financial reporting s of 31 December 2010 based
on the criteria set forth by the Committes of Sponsering Orga-
nizations of the Treadway Commission (COS0) in Internal Con-
tral-Integrated Framewaork. Based on this assessment, manage-
ment believes that, as of 31 December 2010, UBSS internal
contral aver financial repartireg was effectve.

The effectivaness of LUESS nternal contral over finandal re-
porting as of 31 December 2010 has been audited by Ernst &
foung Ltd, UBSS independent regsfered public accounting
firm, a3 stated in thelr report appearng on pages 260 fo 261,
whigh expressed an ungqualifieg epinian on the effectvenes af
UBSS internal contral ower finandal reporting as of 31 December
2010,

259
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Balance sheat

% change from
£HE miYon o 31210 ELRFL] Naica 1308
Assats
LCach and balancss wis cesteal Banks

63,719

Tatal liabitiss 1.265,35¢ 1,791,505 1374382 i3

ol sty Bes  sen  wsw ]
Tatal Ilﬂﬁsmdmh:r 1,317,347 1,380 538 1014215 [}
267
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Financial information
Comsalidated financial staterments

Statement of changes in equity

Eneity clansfind
= nhiigation b
EHF million Shase capital thare premium Treasery thares puechase own thases

Balance at 1 January 2008 207 12,471 {10,383} (74)
‘ience o caps e

enpsisin of nseury shans

Disperstios of ey shane

Hel pramium/(discaunt) on eury e and oen squity derivalive scily (4,626
Preriu= 8 sheres auad nl wairasss eeereised 0,003
Employes share snd shave option plans (1,961]
Tan biatselits b= dalied co=pansslios awrt (761
iﬂﬁmmmﬂzdh!h&eﬂmﬂ,nﬂﬁm 1423]
Diadends

Equity clemsiied i ohigeion to purchase nwn sheves — Sovements =
Mo consalidations and otber i

Deenralidations nd other decssases

'i.:;ldcmnehnmmﬁ-ehfmeyuum@gluqumy

Balance at 31 December 2008 193 15,288 {3,156} (L1]
kausnce of Seare capital 3 :

Aenuisfon of reeury shans 1476}

Disposition of reesury dane 2,582

Ml pramium ! (disceunthen traesury dane and own aquily derivative sctiily (1,2681

Prerrius om sheres Hsued and wamasts esercised 10,589

Ernsbinee share snd shace opsion plans 201

Tan beneefits bom defemed cospensalion amerds 1

Traracion oot elabed o sham Eauance, net of Las 1B71

Dividends!

Equity elessified e obligston 1o pusthase s shases — Sovemenls 44
Prefered secustis

Mimy consalidations and ofer istrese

Decomalidations snd other decersey

Total comprehensae income for the yasr recognided in sguity

Balance &t 31 December 2008 356 34,624 1,080} (1]
Esusnoe ol dhane capital T

Aenuisfon of reeury shaes 1,574}

Disposition of neesury s 1,960

Bt premium(discount) on tremury sane and oem squity dervatie sciily 1431

Premius s sheres ived Snd wamasts exerised 1271

Emnpleree share and shave option plens [0d]

Tan benefits bom defesed cospensalion amerdt (Bl

Trarmsaclion oot relabed 1o sham Eauances, net of tan 1113

D '

Exquity elessified & obligston o pusdhase amm shames — sovements 53
Frafemed daudtis

Bew consolidations and ofber iscnese [136]

Desizreiaslidalions snd ather deoegmey

Total comprehensae incose for the yesr recognided in equity

Balance at 31 Destermibser 2000 18% 34,393 [E54) (54)
1 Inchades dhaderd payment obiigations for prefeissd seoudties

2108
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Frefarred securities’
Finr thee year ended

CHF mAlon 31.92.10 e Jzee
!i_liﬂmitlhlbﬂlmﬂﬂfm year JRaee T34 6,31
Euanoes B 1613
Redarptions nae 7
Fareign owrendy translation 1218} (1204 Lkl
Balance at the erd of the year 4,507 T3 T3
T o ITs #Ruy 2 e CoMEIEling WRRReSs, ETecise’ a0 fbeting o o vapity e O 5. i T S, 3 ki i, T i,

Fou the pear endad % change fiom
MNumdor of sfiavas 21,1210 21,1508 EIRFLE 31508
Shares issued
Babncoatthe beginigolessar e, SN LML aamaama a
ksuanoe of sams 273,727,760 619,527,104 559,033.306 (56)
Balance at tha and of the year 3EI0BA0E1Z ANMNATEY 2932580846 B
Treasury shares
Bawonattheboginimellayear oEsaEnm | SLERN VA MESH il
BRIRBIOIE e 5324,818 seae 13388118 215
Dispasas (1044866571 (31915348 (106,6005210) (80
Balance at tha and of the year 35,892,031 37553800 61,503,131 q

Shares issuad

On 5 March 2010, the mandatory convertible notes (MCKE) with
& notional value of CHF 13 bilkon issued o March 2008 1o the
Gavernment of Singapore Investment Corparation Ple. Lid. and
an investar from the Middle East were comaerted into LBS shares.
The notes ware converted at 2 price of CHF 47_68 par share. As a
resudt, LIBS msued 272 651,005 new shares with a nominal valug
of CHF .10 each from existing conditional capltal. The NS
were treated as equity sstruments and recognized in Share pre-
miumn. The conwversion of the MCMs resufted in & reclassification of
CHF 27 million from Share premium 1o Share capifal.

270

Conditional share capital

On 31 December 2010, 149,920,712 shares were available for
issue 1o fund LBS'S emploves share ogticn programs. In addetion,
conditional capstal of up 1o 100,000,000 shares was available in
connection with the Swiss National Bank (SNB) transaction. Fur-
thermers, on 14 &gril 2010 the Annual General Meeting of LUBS
Al aporoved the creation of conditional capital wo 1o & maximum
amount of 380,000,000 shares for conversion rightsSwarmranis.
granted irvconnection wath the issuance of bands ar similar finan-
cial mstruments. These positions are shown as conditional share

capital in the UBS AG (Farent Bank} disclosura,
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Statement of cash flows
For the year ended
£HE miion 311218 EIRFL EIRKD:
Cash Mow Trom /used in} operating activities
Het proft TEM {2,125} {20.734)
L1
" of gooedwl § a4
" Credit boss expenzedfrecovry) 1956
Share of net prafils of assccetes 3
 Defered s expesse/ (tesef) AT
(7).
{47,908
.................................... e e
Pevtran pepuehise apsments nd cash collatesd on securilies bormwed : : (5048 MZAR 136,497
 Thading paitioli, net splacement wilues and financid smaees desigeated at I8 vale 150,009
(156,486
EE
" Peperchaw agreaments, czzh collsteral on securities lent [220935)
" Mot cash collateral o derivatie nstuments {11916} 6216
eerued sapenses, debemed income and ot ibillie {7,089) {20243} {56,232
nonme s pand, net of nefusds |458] (505} T
et cash flow fromi(used in] operating activities 11,963 54,457 7
Cash flow from {[wsed in} investing activities
Purchese of subsidiases and asmcishes (78] 42} 41,503
Dispasal of subsidiaies and isoisies, 507 % 1,685
Pty adeugner A oy 02
Diposlofpropiy andeguigment. L S 16 Lo
Bt i in]/ di of fisandal i awnilabke-for sale 125,831} 120,127 [LaF
Met cash flow framd[used i) investing activities {25,808) {20,563} 11676

Cash flow from Mused ink finandng activities
Mt o ey marke papers baued Mrepais)

Repayment of osg-term deb, induding financial iabilities dessgnated at far valoe
nenese in nom-tontrelbng inferesis’
Diedends pasd 1o deciese in nom-oatraling inlerests

e mren, e A e Con 1 s
Mot inwasal (decmase) In coh and cohagquialests 4 sindEAl 0,88
Lech and cash eqeivalents 2 the begnning of the year 184,573 179,603 149, 165
Cash and cash equivalents at the end af the year 10,83 164573 174693
Cash amd cash equivalents compriss:

Cech and balanaes with cestel banks

[0us from basks with origisal matenty of kss $an theae moaths”
Tatal

1 Inchusies msne of peefered secertiesol CHF 1,607 million for the yeerended 31 Demermnber 2003, 1 Money mevket pagers e ind ped inthe belanoe sheet undes portiabo gty pifolio pets
piedged a5 o= and Finaadal ivwstments scabatie-for-le CHF 29, 788 milboe, CHF 37,118 mllin a4 C4F 19572 milbon weee pleged o 31 Deoember 2000, 31 2009 ;e 31 e,
mespedivdy 5 Incldes postions ey rired in the Babnce sheet prder Dpe from benks and Ces colizten | eostvabiies on dervetve irstsments.

m
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Noles to the consolidated financial statements

MNote 1 Summary of significant accounting policies

a} Significant accounting policies

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

1) Basis of accounting

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

The consolidated finandal statements of UES (the "Finanaal
Statements”) are prepared in accordance with International Finan-
cial Reporting Standards (IFRS), as issued by the International Ac-
courting Standards Board (IA5E), and are stated in Swiss francs
{CHFY, the currency of Switzesland whene UBS &G s incorporated,
O 3 March 20711, the Beard af Directors appeaved them for gsue.

Dischomres under FRS 7 Fnancial Instruments: Disclosures abouwt
the nature and extent of nsks and capital disclosures wrder 145 1
Fresentation of Finandal Statements have been mcluded in the au-
dited parts of the *Risk and ireasury management” section. Several
IFRS 7 credit risk-related disclosures are provided in Mote 29¢c.

21 Use of estimates in the preparation of the Financial Statements
In preparing the financial statements in conformity with IFRES, man-
agement is required 1o make estimates and assumptions. that affect
reported ncome, expences, assets, Babdities and disdosure of con-
tingent assats and Babdities. Lse of available information and ap-
plication of judgrent are inferent in the formation of estimatas,
Actual results in the future could oiffer from such estimates, and
the arfferences may be material to the Fmancial Statements.

3 Sulbsdiaries

The Financial Statements compase those of the panent company
{UBS AG)and its subsidiaries, induding controlled spedal purpase
entitias (SPEs), presanled as a single aconarmic entity. UBS contrals
an entity if it has the power to govern the financial and cperating
policies, This is generally accompanied by a shareholding of maore
than one-half of the voting rights, Subsidianes, including SPES
that ase directly or indirectly contralled by the Growp, are consali-
dated from the date on which control is transferred 1o the Group.
Subsidiaries to be divested are consolidated up to the date of dis-
posal {.e. loss of contral).

Equity atinbutsbie fo non-controfing mterests (formerly mi-
nonty interests} is presented on the consolidated balance sheet
withun equity, and 5 separate from equity attnbutakse 1o LIBS
sharehalders, Mef profit aftributalie to ron-contraling inferests 5
shenam separately in the income statement.

The Group sponsors the formation of entities, which may or
may not be directly or indirectly owned subsidiaries, in ander to
accomplish certain narrone and well defined objectives. Such
trusts and other SPEs are consolidated in the Groups Financal
Statements when the substance of the relaticrship between the
Group and the company indicates that the company is cantrolled
[y the Group. The fodlowing croumstances may indicate a rela-
tionshap in which, in substance, UBES contrals and consequerntly
cansokdates the SPE:

— the activitias of tha SPE are baing conducted on behalf of LBS
acgording 10 its specific business needs so that U85 obtains
benefits frarm the SPE'S operathans;

— LIBS has the decsion-making pawers to abtain the majosity of
the benefits of the activites of the SPE o, by setling up an
"autopilot” mechanism, UBES has delegated these dedision-
making pawers;

= LIBS has rights to obtain the majanty of the berefits of the
SPE and therefore may be exposed to risks associated with the
activities of the SPE; ar

— LBS refains the majority of the residual or cwnership risks re-
lated 1o the SPE or its assets in order to obtain benefits from its
activities,

SPEs that are used fo aliow chents to hold imeestments ana
structures that allaw one or mare clients to invest in specific risk
and reward profiles or assets, Typecally, UBS will receive service
and cormmission feas far the creation of the SPE, ar because UBS
acts as invesiment manager, custodian or in some other function.
Some of thesa SPEs are single-investor or family trusts while oth-
ers allow a large number of investors to Envest in a diversified
asset base through a single share, niote or cartificate. The majority
of LIES' SPEs are created for dient investment purposes and ane
not consolidated. Howewer, LS consclidates SPEs in certain cas-
a5, inwhich LIBS absarks the majarity of the risks and rewards ar
has urlateral lquidation rights.

SPEs wsed Tor secuntization ane created when UEBS has assets
fer axample, a portfalic of leans) which it sells to an SPE, and the
5PE in turn sells interests in the assets as seourities to investors.
Consclidation of these SPEs depends mainly on whether LIBS re-
tains the majority of the risks and rewards of the assets in the SPE,
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Mote 1 Summary of significant accounting policies (continued)

UBS dowes not consalidate SPES for seouritzation if it has no con-
tral aver the assets and if it no longer retains any sgnificant expo-
sure (for gasn ar loss) 1o the mcorme or investment returms on the
assets sold to the SPE or the proceeds of their liquidation. This
type of SPE is known a3 & bankruptoy-ramete entity: if LIBS were
10 g0 bankrupt, the holders of the secusities would clearly be
awrers of the assal, while if the SPE were 1o ga bankrupt, the
saourities holders wiould have no recourse against UBA.

SPEs uzed for cregit protectian are set up to allow LBS to sall
and purchase the credst risk on portfalics, which may ar may not
be held by UBS, o investons. They exist primarily to allow UBS o
have a singhe cownterparty {the SPE) 1o whach it sells. The SPE in
turn has inwvestors wiho provide it with capital and also participate
in the risks and rewards of the cradit events that it insuras, LIBS
generally consclidates SPEs that are used for credit protection
when, far instance, LBS recevas benefits fram funding or has
unilateral liguidation rights.

Employes benefit trusts are used in connection with share-
bazed payment arangements and deferred compensation
schermes. Such trusts are consolidated when the substance of the
refatranship between LUBS and the entity indicated that the entity
is controdled by LIBS.

LIBS continuocusly evaluates whether Iiggenng events require
the reconsideratian of cansolidation decisons that were made at
inception of its mvolvement with the SPE. This & especially the
case in relation 1o secuntization vehicles and collateralized deb
abligations {CDOs}; Triggering events are usually caused by re-
structuring, the vesting of patential rights and acquesition or the
disposal or expiration of interasts, In these crcumstances, specal
purpose entities may ar may net be consolidated or deconsali-
dated depending on how conditions have changed.

Corsalidated financial statements are prepared wsng uniform
accounting policies for like transactions and other events in simi-
lar circumstances. ntercompany transactions, balances and unee-
abzed gains or bosses an transactions between the Group Compa-
nies are elimanated.

Eusiness combinations completed after 1 Januwary 2010 are ac-
courted far using the acqussition method. As of the acquistion
date LBS recogrizes the identifiablie assets acquired and the liabil-
ities assurmed at their acquesiton-date fair vabues. For each busi-
ness combination, UBS measures the nen-controlling interasts in
the acquiree that are present cwnership interests and provide en-
titlement o a praportionate share of the net assets in the event of
liquidation esther at fair value ar at the proporanate share of the
acquiree’s identifiable net assets. All other components of the non-
controlling interests are measured at their aoguisition-date fair val-
ues. The cost of an acqussition i the aggregate of the assats frans-
ferred, the liabilites incurred ta former cwners of the acqusree and
the equity mstruments issued, measured al acquisition-date fair
values. Aoguistion-related costs are expensed as inourred.

Any contingent consideration to be transferred by UBS is rec-
ognized at fair value at the acguisition date, Subsequent changes
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in the fair value of the contingent consideration which is degrmed

10 be an asset or liakality will be recograzed either in prafit or loss,

If the cantrgent consideratian is dassified as equaty, it = not re-

measured until it & finally settled within eguity.

Goodwill is recognized a5 a separate asset, It i initially mea-
sured at cost, being the excess of the aggregate of the consider-
atan trargferied and the amount recognized for nen-centrelbng
interests over the net identifiable assets acguired and liabilities
assumed. [f the fawr value of the net assets of the subsidiary ac-
quired exceads the aggregate of the amounts specfied above, the
difference is recognized in profit or loss on the acquisition date.

Thee accounting treatment of busness combinations camplet-
ad prior to 1 lanuary 201 0 was different in the following aspects:
- Trarzaction costs dirsctly atnbutabde to the acqussition formed

part of the acquisiton costs.

— The non-contralling interest was measured as a proportion of
the acquiree’s identifiable net assets.

— Contingent consideration was recognized if, and onby if, UBS
had a presant obligation, economic cutflow was likely and a
relable estimate was determinable. Subsequent adjustments.
to the contingent consideration were recogruzed as part of
goodwill.

Azzets and liabilities of subsidiaries are dassified as “held
for sale” if their camying amount will be recoverad prindipalby
thiaugh a sake transactan rather than through cantinuing use
— = items 19) and 28) Major lines of business and subsidiar-
ies that were acguired exdusively for the purpose of resale are
presented as decontinued operations. This information s pre-
sented in the statement of comprehensive incorme for the pe-
ricd when the sake ocourred. It may also be pressnted when it
becomes highly prabable that a sale will occur within 12 months
- see item 28],

4y Assocdtes and jointly controlled entities

Investments in associates in which UBS has a significant influence:
are accounted for under the equity methed of accounting, ig-
mificant influence is normally evidenced when LIBS awns between
20% and 50% of a company’s voting nghts, Investments in as-
sociates are intially reconded at cost, and the carrying amount s
increasad or decreased 1o recognize the Group's share of the in-
westeas net profit or less (induding net profit or loss recognized
directly in equity) after the date of acquistion,

Interests in jeantly contralled entities, in which UBS and ane ar
maore third parties have joint control, are accounted for undar the
equity method. A jointly controlled entity is subject to a contrac-
tual agreement between UBS and one or more third parties,
which establishes jont contral over its economic activites. Intes
ests in such entities are reflected under lovestrments in associates
an the balance sheet, and the related disclosures are included in
the dizclasures for associates, UBS halds certain interests in jointhy
cantrolled real estate entities,
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Mote 1 Summary of significant accounting policies (continued)

Investments in associates and interests in jaintly controlled an-
tities are dasafied as “held for sale” if ther carming amount will
be recoverad principally threugh a sale tramsactan rather than
through continuing wse — see itemms 19) and 28).

1] I!ccc-gr CI0M and SenrgCagnithn of fingncial instnarmesnts

UBS recogruzes financial mstiurments an its balance shaat whar
the Group becomes a party to the contractual provsions of the
instrsmant,

LB3 acts as trustee and in other fidudary capacities that result
in the holding or placing of assets on behalf of indwidwals, trusts,
retirement banefit plans and other institutions. These assats and
the related income are excludad from UBS's financal statements,
&5 they are mot assets of UBS, unless the racognition critena for
the assets are satisfied.

Finanoal assets

LBS enters into tramsactions where it transfers finandal assets
recognized on its balance sheat but retaing ether all risks and
rewards of the transferred financial assets or a portan of them. I
all ar substantially all msks and rewards are retained, the trans-
ferred financial assets are mot derecognized from the balance
shest, Transfers af finandal assets with retention of all or sub-
startially 2l misks and rewasds include securitees lending and re-
purchase trarsactons described under items 13F and 141, They
ko indude transactions where financial assets are sald 1o a
third party with a concurrent total return swap on the transferred
assets o retain all their risks and rewards, These types of frans-
actions are accounted for & secured finanoing transactians,

In transactions where substantially all of the risks andl rewards
of ownership of a financial assst are neither retained nor frans-
ferred, UBS derecognizes the financial asset if controd aver the
asset is kost, The rights and obligations retained in the transfer are
recognized separately as assets and Rabilities as appropnate. In
transfers whera controd aver the finandal asset & retained, the
Group continues to recognize the asset to the extent of its con-
tinuing invotvernent, determinad by the extent o which it is ex-
posed 1o changes in the value of the transfermed asset. Examples
of such transactions are transfers af finarcial assets imvelving
guarantees, writing put opticns, acquining call options, ar specific
types of swaps linked to the performance of the assat.

Finanaad! habilities

LIBS removes a financal lability from its balance sheet wher it is
extinguished, i.e. when the obligation spechied in the contract is
dischanged, cancelled or expires. When an existing financial liabil-
ity Is exchanged for a new one from the same lender an substan-
tially different terms, ar the terms of an existing liabdity ane sub-
stantially modified, such an exchange or modification is treated as
a derecognition of the original liability and recognition of a new
lizbility. The difference in the respective carrying amaounts is rec-
agrized in profit ar koss,

&) Determination of fair value

The far value princsples applied when determining fair value ane
considered significant accounting pobcies. Fair value is the amount
far which an asset could be exchanged or a lizbility settled be-
tween knowledgeable, willing parties in an arm's length rans-
action. Details of the determinatean of fair value of financal in-
strurments, Tair value hierarchy, valuabon lechnigues and mputs
oy products, day 1 profit or koss and other related fair walue dis-
closures are disclosed in Mote 27,

7} Trading portfolio assais and liabikties

An acquired non-derivative finandal asset or liability is dassified at
acquisition as held for rading and presented in the trading pori-
falic if it is (a) acouired or incurred principally for the purpose af
selling or repurchaseng i in the near term; or () part of a ponfalic
of identified financial instrurnents that are managed together and
far which there is avidence of a recent actual pattern of short-
term profit-taking,

The trading portfalio includes non-darvative financial instru-
ments (ncluding those with embedded derivatives) and commadi-
ties. Fnancial instruments which are cansdered derivatives in their
entirety are generally prezanted on the balance sheet as Posithe
and Negariee replacement values {refer to item 153 UBSS trading
pontfolo assats and Babdities (refer to Note 11) mclude propretany
postians, hedge positions and client business-melated positions
{prewided the recegnition critena mentioned in iterm 5) are satisfied.

Trading portfolic assets consist of debt instruments dncluding
those in the farm of securities, maney market paper, traded cor-
porate and bank loans), equety instruments (ncludng those in
the ferm of securities), assets held under wnit-Bnked cantracts
and preciows metats and other commaodities owned by the Group
{"long" positions). Trading portfolic Eabilities consist of cbliga-
tions to deliver financial instruments such s debt and eguity
instruments whach the Group has scld to third parties but does
nat own {"short” positions).

The trading portfolic is carried at far value. Gains and |osses real-
ized on dispasal or rademption and wnrealized gains and losses from
changes in the fair value of trading portfofo assets and Babdites are
reported as Met trading imcome. Interest and dividend income and
expense an rading portfoso assets or liabilities are included in it
est and dividend income or interast snd dhidend expenze.

The Group uses sefilement date accounting when recording
trading financial asset transactions. From the date the puschase
transaction is entered inte (rade date), UBS recognizes any unre-
alized prafits and losses ansing Trom revaluing that contract 1o fair
walue in Net trading ircome. The corresponding receivable or pay-
able is presented an the balance sheet as a Positive or Megative
replacement value, When the transaction is consummated {settle-
ment date), a resulting financal asset is recognized on the bal-
ance shaet 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. When the Group becomes party 10 & sales contract of

275

239/396

Finandal i

oOoOooodd



Financial information
Metes to the consolidated financial staterments

EDINETOOOO

00000000000 0O(E05852)

Mote 1 Summary of significant accounting policies (continued)

& fimancial asset clasufied in its trading portfolic. unrealized praf-
its and bassas are no lornger recograzed from the date the sales
transaction s entered into drade date) and i1 derecagrizes the
asset on the day of its transfer {settlement date).

Trading portfolio assets transferred to external parties that do
not qualify for derecagnition (see item SH are reclassified on LSS
balance shest fram Tading portfola amel to Trading partfalic
assets pledged as coliateral if the transferee has received the night
ta sall or repladge them,

Bl Financial assets and Finanoal lakalities designated at fair value
through prafit or loss (Fair Walue Option™)
A finandal instrument may ondy be designated at fair walue
through prafit or loss at inception and this designatian cannot
subsequently be changed. Finanoal assets (refer to Mote 12} and
financaal liabikties (refer to Note 19) designated at fair value are
presented in separate lines on the face of the balance sheet.
The conditions for applying the fair value option are met whan
&} they are hybrid instruments which consst of a debt host and
an embadded derivative companant, o
by they are items that are part of a portfolic whech s risk man-
aged on a fair valua bask and reportad 1o senicr managemant
on that basis, or
) the application of the fair value option reduces or eliminates an
accounting mematch that woukd otherwise anse.

UBS has designated mast of its issued hybnd debt instruments

& financial Yabilities designated ar fair value through profit or

loss, These instruments are based predominantly an the follewing

categories of underlyings:

- Credit-tinked: bonds, notes Bnked to the performance (coupon
anddor redemption amaouwnt) of single names {such as & com-
pany or a country) ar & basket of reference enfities.

= Equity-finked: bonds, notes that are lnked 1o a sngle stock, 2
basket of stocks ar an eguity index.

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

Beudes hybrid instrements, the fair value option is alse applizd
to certain loans and loan commitments which are substantially
hedgad with credit derivatives. The application of the fair value
aption 1o thess instruments reduces an acoeunting mismatch, &s
loans woukd have been otherwise accounted for at amortized
cost ar a3 finanoal investments available-for-sale (refer 1o item ),
whereas the hedging cradit protection is accounted for as a de-
rivative instrument at fair value through profit or koss.

UBS has akso applied the fair value option to @ hedge fund in-
vestment and a structured reverse repurchase agreement which
are part af porifelios managed an a far value basis. Fair value
changes related to financial instruments designated at fair value
through profit ar loss are recognized in Vet frading income,

Interest income and interest expense on financal assets and Ba-
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Biliies designated at fai value through profit or koss ane incheded in
Interest income on financial assets designa ted at fair valuwe or Inter
est an financal labilites designalted at fair value. Refer to Note 3.
UBS applies the same recognition and derecognition pandples
ta financial instruments designatad at fair valus as to financial
instruments held for trading drefer ta itermns S and T

9y Fnandal investments available-for-sale

Financial ivestments available-for-sale are non-denvatwee finan-
cial assets that are nol classified as held for tradeng, designated at
faor value through profit or loss, or loans and receivables. They are
recagrized an a settlament date bass.

Financial investments available-for-sale include highly liguid debt
securities, strategic equity investmants, certain investments o real
estate funds as well as instruments that, in management’s opinica,
may be sald in respanse o or in anticipation of needs for liguidity
or changes in interest rates, foreign exchange rates ar equity prices.
In addition, certain equity instruments, mcluding private eguity in-
vestments as well as debt instruments and non-perfarming loans
acquired in the secandary manket are classified as financal mvest-
ments available-for-sale. Highly Bguid dabt securities are mainly =-
sued by government and government-controliad institutions.

Financial investiments available-for-sale are initially recognized
at fair value including direct transaction costs and are subsagquent-
Iy mieasused at fair value. Unsealized gains or kasses are repaned
i Eguity, net of applicable micorme 1axes, umtil such investments
are sold, codlected or otherwise disposed of, or until any such in-
vestment is determined to be impaired, Unrealized gains or losses
before tax ane presented separately in Nate 13, However, Toregn
exchange translation gains o losses associated with manetary in-
struments such as debt securities are recognized in Wet trading
incovre, whereas foreign exchange translation gains or losses as-
sociated with non-manetary insinements such as equity securities
are part of the overall fair value change of the assets and recog-
nized directly in Equity. On desposal of an investment, the accu-
mulated wnreslized gain or loss included in Equity is fransferred to
Net profit for the period and reported in Other incame, Gains and
bosses on disposal are determined usng the average cost method
ard are inchuded in the incorme staterment.

Imerest and dwvidend income on finanoal investments avail-
able-for-sale are induded in dnterest and dividend income from
financial ireestrents auiabie-forsale.

LIBS assesses af each balance sheet date whether thene are in-
dicatess of impairment af an available-far-sale investment. An
available-for-sale investmant is impaired whan thers is objective
ayidence that s & result of one or more events that ocourred after
the initial recagnition of the westment, the estimated future
cash flows of the investment have been affected. For equity in-
vesiments available-for-salke, a ssgnificant er prolenged dedine in
fair value below the original cost i considered to be cbjective
avidence of impairment. Far debt invesiments awailable-fos-sale,
abjectwe evdence of impairment ndudes, for example, 2 signifi-
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Mote 1 Summary of significant accounting policies (continued)

cant financial difficulty of the issuer or counterparty, default or
delinguency in interest or principal payments ar probaiility that
the borrawer will anter bankroptey o financal re-organization_ |
& financial investment available-for-sale & determinegd to be im-
paired, the related cumudative net unrealized loss previcushy rec-
agrezed in Equity i included in Met prodit for the penod and re-
ported as a deduction Tram Other ncome. Any further bos is
directly recognized in the ncome statement.

After the recognition of impairment an a financial investment
avadable-for-sake, increases in faw value of equity sstruments are
reported in Equity and increases in fair value of debt instruments
up 1o original cost are recogrized in Other income, provided that
the fair value increase i related 1o an event ocourring after the
impairment loss was reconded,

UBS applies the same recogniton and derecognition pringples
to financial assets avadable-for-sale as to thase "Held-far-trading”,
except that urwealized gains or losses between trade date and
sattlament date are reccgnized in Equity frafer 1o items 51 and 7)1

100 Loans and recewables

"Loans and receivables” are non-denvative financial assets with

fixed or detarminable payments that are not quated in an active

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

vakse through profit and loss o available-for-sale, and ars not

thise for which the Growp may not recover substantialy all of its

initial net investment, ether than because of credit detenicratian.
“Lzans and receivables” indude:

- anginated loans where money is pravided directly to the bor-
rower, particpatian in a loan from another lender and pur
chased loans (certain purchased nen-perfesming loans are alse
classified as financial investment available-for-sale at inception)
initially classified as “Loans and receivablaes™;

- sacurities initially classified a5 “Loans and receivables” and re-
classified securities previously “Held-for-trading” (refer 1o Note
286 due 1o ilbquid rmarkets such as Auction Rate Securites;

- reclassified loans such as leverage finance loans previously

“Held-for-trading " (refer to Note 290,

For an overview of financial assets and financial lakilities ac-
counted for as “Loans and receivablas™, refer 1o the rmeasure-
ment categories presanted in Note 19,

In the fourth quarter of 2008 and the first quarter of 2003,
UBS redlassfied certain debt financal assets fram the categary
“Helg-for-trading” 1o “Loans and receivables”, mainly due 1a il-
ligusd markets for these instruments {refer to Mote 1k, Mote 2090
and Mote Sa and Sb). When a financial asset is reclassified from
“Held-for-trading" to “Loans and recenvables”, the financial asset
is reclassified at its fair value on the date of reclassification. any
gain ar kass recogrized i the income statement before reclassi-
fication is not reversed. The fair value of a financial assst on the
date of redlassification becomes its cost basis or amortized cost
hass, as applicable,

Loans are recognized when cash is advanced to Dormowers,
They are iniftially recorded at fasr vabue, which is the cash given to
ariginate or purchase the loan, plus any direct fransaction costs,
and are subsequently measured at amortized cost wsing the effec-
tive nterest rate {EIR) rmethod,

Initerest an loans is mcluded in infarest eamed on ieans and ad-
warces and & recagnized on an acciual basis, Fees and direct costs
relating to loan ariginaticn, refinancing or restructuring and to loan
commitments are deferred and amortized o Interest samed on
foans and advances ower the life of the loan using the strasght-line
methed, which aporoximates the EIR method. Fees recened for
commitments that are net expected 1o result in a loan ame mcluded
in Credit-related fees and commissions ower the commitment pe-
riod. Loan syndication fees where UBS does nat retain a portion of
the syndicated loan ane crediied fo commissson incorme,

Renagolia ted ioans

Subject to assessment on a case-by-case basis, UBS may either
restruciure & loan or take possession of collateral, Restnuciuring
may invalve extending the payment arrangements and agresng
10 new lean conditions. Once the terms have been renegotiated,
any impairmant is measwred using the EIR 2= cabzulated before the
madification of terms and the loan is not consdered as past due,
Managerment continuoush rewsews renegotated loans ta ensuse
that all riteria are met and that future payments are Bkely to
ociul. The leans continue ta be sbject te impairment assess-
ment, caloulated using the koans original EIR. f & loan has a vari-
able interest rate, the discaunt rate for measuring any impairment
boss is the cument EIR.

Commitments

Letters of credit, guarantees and similar instruments commit UBS
to make payments on behalf of third parties under spaafic dr-
cumstances, These instruments, a5 well a5 undrawm srevocable
credit facilites, and irevocable forward slarting reverse repus-
chase agreements and seowities borrowing transactions, carny
credit risk and are includad in the exposure to cradit risk table in
Mote 29¢, with their gress maximum exposure 1o credit risk less
provsicns.

11) Allowance and provision for credit bossas

An allowance or provisson for credit losses {refer 1o Note 9b) 5
establshed if these 5 abjectve evidence that the Group wil
e unable 1o collect all amounts due on a damm acconding to
the ariginal contractual terms ar the equivalent value. A "claim®
means a loan or receivable carmed at amortzed cost, or 4 commit-
ment such as a letter of credit, & guaraniee, a commitrment to
extend credit or other credit products.

Tojective evidence of impasment indudes, for example, a sig-
nificant financial diffictty of the issuer or counterparty; default ar
delinguency in interest or princpal payments; or probability that
the Barrower will enter bankrnepicy or finandal re-organization.
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A0 allowance for credit losses is reported a5 a reduction of the
carrying walue of a claim on the balanos sheat. For an aff-balance
shieel ilern, such as 3 comematment, a prosasian for credit loss is
reported in Oufer Kabiities. Additions to allowances and prowi-
sians for credit lesses are mada through Crealt loss expense,

Allowances and prowisians for credit losses are evaluated at &
cownterparty-specific leval and callectively Based an the Tallewing
principles:

Counterparf-specific. A claim & considered impaired when
management determines that it is probable that the Group will
not be abde to collect all amounts due according to the original
contractual terms aor the equivalant valus.

Indewidual credit exposunes are evaluated based on the bor-
rawers character, overall financial condition, rescurces and pay-
ment record; the prospects for support from any financdally re-
spansible guarantors, and, where apolicable, the realizable value
of any collateral.

The estimated recowerable amownt is the present value, using
the loans origingl EIR, of expected future cash flows, including
amaunts that may result from restrectuning or the liquidation of
collateral. Impairment is measured and alowances for oedit bss-
&5 are astablished for the difference between the carrying amaunt
and the estimated recoverable amount.

Upan impairmment, the acorual of interest income Dased on the
arigenal terms of the daim is decontinued, but the in<rease of the
presant value of impaired clams due 1o the passage of time is
reported as interest income.

All impaired caims are generally reviewed and analyzed at
least anrwally. Any subseguent changes 1o the amounts and tim-
ing of the expected future cash flows compared with the prior
estimates result in a change in the allowance for credit losses and
are charged or credited 1o Credit loss expense,

An allowance for impairment is reversad only when the cradit
quality has improved 1o such an extent that there is reasonable as-
ayrance of tmaly collection of princapal and interast in accordance
with the original contractual tenms of the claim or equivalent valua.

A write-off 5 made when all ar part of a claim is deemed un-
collzctible or forgeen. Write-offs are charged aganst previously
estabhshed allowances for credit losses or directly o Credit kass
expense and reduce the principal amount of a cdaim, Recoverias in
part ar in full of amounts previously written off are credited o
Credit foxs expense. A restructuring of a financial asset could re-
sult i the erginal loan being derecognized and a new loan being
recognized. The new |oan s measured at fair valws at inital recog-
nition. Any allowance taken against the original loan is remawed
by increasing write-offs. The gross counterparty exposure, how-
ever, may remain unaffectad, if the rights existing prior to the re-
structuring hawe not Deen kegally waived.

& loan is classified as non-performing when the payrment of
interest, principad or fees is owerdue by more than 90 days and
there is no firm evidence that it will be made good by later pay-
reits or the liguidation of collateral, imsahency proceedings have
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commenced against the firm, or obligations hawe been restruc-
tured on concassanary terms.

Collectivels All leans for which no imparment is identified at a
counterparty-specfic level are grouped on the basis of the Bank’s
nternal credit grading system that considers credit risk charactens-
s such @ asset type, mdustry, geographical location, collatesal
type, past-due status and other relavant factors 1o callectvely assess
whether impairment exists withan a portfolio. Future cash flows for
a graup of financial assets that are collectively avaluated for impair-
ment ane estimated on the bawms of histonical loss experience for as-
sets with credit risk characteristics similar to those in the group.
Histarical loss expenence is adjusted on the basis of current obsery-
able data to reflect the effects of current conditions on which the
histoncal loss experence 5 based and ta remave the effiects of con-
ditians = the histoncal pericd that do not exist currently. Estamates
of changes m future cash flows reflect, and are directionally conss-
tent with, changes in related cbservable data from year to year. The
methodology and asumptions used for estimating future cash
fiows are raviewed regularly to reduce any differances between loss
estimated and actual loss expenance. Allowanoes from collective as-
sessment af impairment are recognized as Credit ioss expense and
rasult in an offset to the aggregated lcan position. As the allowance
cannat be allocated to indnidual loans, the loans ars not considersd
10 b impaired and interest is accrued on each loan according to its
cantractual terms. At 31 December 2010, the collective loan loss
allwances represented 3.7% of the tetal allowances and peeisons
for credit losses Irafer to Mote 9b).

Reclassified and acquired securities: LIBS penicdically revises its
estimated cash flows associated with the portfolio of secunties
backed by multiple asseis. Adverse revisions in cash flew esti-
mates related to credit events ane recognized m profit or boss as
credit |oss expenses. For redassified securities, increases. in esti-
mated future cash receipts as a result of increased recoverabiliny
are recognized as an adjustment to the EIR on the loan from the
date of change.

1#) Securitization struchures set up by LUBS

UBS securitizes various financial assets, which generally results
in the sale of these assets ta special purpose entites, which in
TUrM =508 securities To investars. BS applies the pokcies set
aut im item 3) in determining whether the respective special
purpose entity must b2 consolidated and thoss set aut in item
5 in determining whether derecognition of transferred fin-
arcial assets i5 appropriate. The fallowing statements mainly
apply 1o translers of fmancial assets, whech are qualified far
derecognition.

Gains ar lesses an securitization are generally recognized when
the derecognition criteria are satisfied and are dassified ;n Mer
trading income.

Interests in the securitized finandal assets may be retained in
the form of senior or subcrdinated tranches, interest-only strips or
ather residual interests (“retaned interests”), Retained interests
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are primanly recorded i Trading partfoio asses and carmed at
fair valug. Synthetic secuntzation structures typically imwolve de-
rivative fimangal instruments for whach the principles set aut in
itern 15) apphy.

LIBS acts as structurer and placement agent in various MBS and
ather ABES secuntzatons, In such Capacty, LIBS purchases collateral
an il awn behall ar on behalf of custemers during the pericd price
to secumtization. UBS typically sells the collateral into desgnated
trusts at the close of the secuntzation and undensrites the offerngs
10 evvestons, eamng fees for its placermnent and struciuning senaces,
Consistent with the valuation of similar inventorg. fair value of re-
tained tranches & initially and subsequantly determmed wsing mar-
ket price quotations where available or internal pricing models that
utilize vanables such as yield curvas, prepayment speeds, default
rates, oss severity, interest rate volatilities and spreads. Where pos-
sibke, assumptions based on absarvable fransactions are used to de-
termine the fair value of retained tranches, but for several of them
wbetantially no obsarvable information is avalabla.

13) Securities borrewing and kanding

Seawities borrowing and securites lendsng transactions are ge-
nerally enterad into on a collateralized basis. In such tranzactans,
LIBS typically lends or borrows securities in exchange far securities
ar cash collateral. Additionally LIBS barrows secusties from its
clients’ custody accownts i exchange for a fee. The mgjarity of
sacurities lending and barrowing agreaments irwalve shares, and
the remainder typically irvolve bonds and notes. The transactions
are normally canducted under standard agreements emplayed by
financial market paicdpants and are undertaken with counterpar-
ties subject 1o UBS%S nommal credit risk control processes. UBS
manitors the market value of the securities received or deliverad
on & daily basis and requests or provides additional collateral or
returns o recalls surplus collateral in acoordance with the wunder-
lving agreerments.

Thie securities whech have been transferred, whether in a bor-
rowing flending transaction or as collateral, are not recognized on
ar derecognized fram the balance sheet unbass the risks and ra-
wards of ownership are alzo transferred. In such transactions
whaere UBS transfers owned securities and whese the bamower is
grantad the right 1o sell or repladge them, the secunibes are re-
classified on the balance sheet from Traging portfolic aszets 1o
Trading portfolio assets pledged as collzters/, Cash collateral re-
ceived i racognized with & cosrespandsng obligaton ta return it
{Cash codateral on secunties leat). Cash collateral delivered is
derecognized with a comesponding recesvable reflecting LIBS%:
right to receive it back (Cash collateral on secuities barmowed].
Sacurities received in a lending or bomowing fransachan are dis-
closed as aff-balance sheet items if LBS has the right 1o resell or
repledge themn, with securities that LES has actually resald or re-
pledged also disclosed separately {see Mote 24). Additionally, the
sale of securities received in a borrowing or lending transaction
triggers the mecognition of & rading liakdity (shar sake).

Consideration exchanged in finanding transactions (0.e, interest
received or paid) is recognized an anaccrual basis and recorded as
In#erast income or interest expense.

14) Repurchase and reverse repurchase transactions

Securities purchased urder agreements 1o resell (Reverse repur-
chase agreaments) and secunibes sobd under agreaments 16 repiur-
chase {Rgpurchase agreements) are treated as collateralized fi-
nancing fransactions, Mearly all repurchase and rewerse repurchase:
agreements wvoke debt instrements, such as bands, notes ar
maney market paper. The transactions are narmally conductad
under standard agreements employed by financal market partici-
pants and are undertaken with counterparties subject to UBS:
marmal credit risk control processes, UBS monitors the market
value of the securities recelved or delivered on a daily basis and
requests or prowides additional collateral or returms or recalls sur-
plus collateral in acoordance with the wnderlying agreements.

In a reversa repurchase agresment, the cash delivered is derec-
ognized and a corresponding receivable, including acorued inter-
a5t s recorded in the balance sheet line Reverse repurchase
agreemen s, recagnizing UBS's nght te recenve the cash back. In a
repurchase agreement, the cash received is recognized and a cor-
responding abligation, induding accrued interest, is racorded in
thi balance sheet ling Repurchase sgreaments, Securities receied
under reverse repurchase agreements and securites delivered un-
der repurchase agreements are not reccgnized on or derecog-
nized from the balance sheet, unless the risks and rewards of
ownership are obtained or relingusshed, In repurchase agree-
ments where LUBS transfers owned securities and where the re-
cipient & granted the right to resell or repledge them, the securi-
ties are reclassified in the balance sheet from Trading portfolio
assets to Trading potfolo assers pledged as collateral. Securities.
received in a reverse repurchase agreement ane disdosed as off-
balance sheet mems if UBS has the might 1o resell or repledge
them, with securities that UBS has actually resald or repledged
also dedosed separately {see Mote 24). Additionally, the =ale of
securities received in feverse repurchase transactions tnggers the
recagrition of a trading Nability {shoet sale,

Intarest sarned on revarse repurchase agraements and interest
inomred on repurchase agreements is recognized as interest in-
cormie of interest expense over the life of each agreement,

The Group offsets reverse repurchase agreements and repur-
chase agreements with the same Counterpany, maturity, Currency
arwd Central Securities Depesitary (2500 for transactions coverad
by legally enforceable master netting agreements whan nat or si-
multaneous settlement is intended.

15) Derivative instruments and hedge accounting

Derivatives are inibally recognized ai fair value at the date the
derivative contract is entered into and are subseguently remea-
sured fo fair value, The methad of recognizing fair value gains ar
bosses depends on whether derwatives ane held for trading or ane
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desgnated and effective as kedging instruments. IT designated as
hedgeg instrurneants, the methed of recognizng gains or losses
depends an the nature of the sk being hedged.

Derivative instruments are reported on the balance sheet as
Fositive replzcemnant values or Megative replacement valves {ax-
cept for futures, 100% daily-margined exchange-traded options
and Londan Cleading House (LCH) intarast rate swags). Where the
Group enters into derivatives for frading purposes, gains and koss-
&5 are recognized in Met frading income. Credit lasses incurred an
aver-the-caunter (OTC) derivatives are alsa reparted 0 Net rag-
ing lrcome,

Futures and LCH interest rate swaps with daily margineg and
100% daiky-mangined axchange-traded options, and certain credit
derivatives contracts are fransacted and messured at far value,
They do nat have a replacerent vakee a5 the variation margin, ex-
pressing the curmnulative market movements sach day, is settled
daily on & cash basis. Any unpaid variation margin reprasents a re-
cefwable or payable with fized amount and settlement date and is
presented on the balance shest under Due from banks and Laans
ar O fo banks and Oue fo customers. The daily cash settlement
{i.e. change in market valua) is bocked 1o Mef frading ircorme.

Hedge acoounting

The Group alsa uses dervative mstrurments as part of its asset and
ligbility managenent activities 1o manage exposures 1o mterest
fate, foreign currency and aredit risks, meluding expasures arising
from forecast transactions. If derivative and non-dervative nstru-
ments meet cerain critena specified below, they are designated
&5 hedging instrurments in hedges of the change in fair vabue of
recognized assats or liabikties (fair value hedges™ hedges of the
variability in future cash flows attnbutable to a recognized assst
or liability, or a highly probable forecast transaction ('cash flow
hedges'y; ar hedges of a net investmant in & fareign cperation
{'net investment hedges .

AL the time a financial instrument & designated as a hedge, the
Group fermally documents the relaticnship betwesn the hedging
instrument(s) and hedged temds), incuding the risk managament
abjectves and strategy in wndertaking the hedge transaction and
the methads that will be wsed 1o assess the effectiveness of the
hedgeg relationship. Accordingly, the Group assesses, both at the
inception of the hedge and on an ongoing basis, whether the
hedgeng instruments, primarily derivativas, have been “highly ef-
fective" in affsetting changes in the fair value or cash flaws of the
hedged items. LUBS regards a hedge as highly effective if the fal-
lowing criteria ar= met: a} at inception of the hedge and throwgh-
aut its life, the hedge is expected ta be highly effective in achiev-
ing affsetting changes in fair value or cash flows attributable o
the hedged risk, and k) actual results of the hedge are within a
range of 80% 10 125%. In the case of hedging a forecast transac-
tion, the transaction must hawve a high probability of ocoumring
and must present an exposure to vanations in cash flows that
coutd ultimately affect the reported net profit or ks, The Group
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discontinwes hedge accounting when it detesmines that a hedg-
ing instrurment & not, or has ceased 10 be, highly effective as a
hedge; whan the derivative expires or is sold, terminated or exer-
cigad; when the hedged itemn matures, is 508 or repaidi or when
a forecast transaction i no longer deermed highly probable,

Hedge ineffectveness represents the amoaunt by which the
changeas in the faw value of the hedaing instrument differ from
changes in the fair value of the hedged item attributable to the
hedged risk or the amount by which changes in the present valus
of future cash flows of the hedging instrument differ from
changes {or expecied charges) in the prasent value of future cash
flows of the hedged item. Such ineffectiveness is recorded in our-
rent period earnings in et trading income.

S vale ."ll_"(.'-? [24]

Far qualifyng 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 valug of the hadged item that is at-
tribustable ta the hedged risk, In fair value hedges of interest rate
risk, the fair value change of the heaged item attributable to the
hedged risk 15 reflected in the carrying vabue of the hedged item.
For a portfolio hedge of mterest rate risk, the equivalent changs
in fair value & reflected in a separate ling within Cther asses. If
the hedge relatonship is terminated for reasons ather than the
derecogration of the hedged item. the difference between the
carrying valuz of the hedged item at that poant and the value at
which it would have been camed had the hedge never existed
{ihe “unamorized fair value adjustment"} is amortized to the in-
carme statement cver the remaining temm until maturity, If the in-
terest-bearng instruments are derecognized, .q. due 1o sake or
repayment, the unamortized far value adjustment is recognized
immadiately in profit ar lozs,

Cash fow hedges

A faar value gain or loss associated wath the effective portion of a
derivative designated as & cash flow hadge is recognized initialhy
in Equity, When the cash flows that the derivative is hedging ma-
teriglize, nesulting in income o expense, then the associated gain
ar kass on the hedging derwative is simultansausly transferrad
from Equity to the corresponding income or expense line item.

If a cash flow hedge for a forecast transaction is deemed to be
na longer effective, or if the hedge relationzhip is tarminated, the
curmulatve gain or ks on the hedging derwative previously re-
ported in Eguwity rermains there until the committed ar forecast
transaction ocours or B no longer expected to ocour, at which
paint it is transferred 1o profit ar loss.

Hedges of et investrments in fareign operations

Hedges of net investments in foreign operations are accounted
for similarly to cash flow hadges. Gains or losses on the hadging
instrument relating o the effective portion of the hadge are rec-
ogrized directly = Egquity (and presented in the statement of
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changes in egquity and statement of comprehensive Ncome under
Foreign currency transition), whiks any gains or losses relating 1o
the ineffective pestion are recagrized in the incomse statemeant.
Cn disposal of the foreign operation, the cumulative value of any
such gains or losses recognized directly in Equity i reclassified 1o
The income statement,

Economic hedges which do not qualify for kedge accourting
Derivative mstruments which are fransacted as economic hedges
but da nat qualify for hedge accounting aqe treated in the same
wiay as derivatve instruments used for frading purposes, |.e. real-
ized and whrealized gains and kosses are recognized in Met frading
income except that, in certain casas, the forward paoints on short
duration foreign exchange contracts are reported in Met inferest
income, Refer 1o Note 23 for more Information on “econamic
hedges™.

Embedded derivatives
A derivative may be embedded in 2 “hast confract”™. Such combi-
nations are known as fivbed instruments and anse predomenantly
frarm the issuance of cartain structured debt instrumeants. The em-
beddad derivative & generzlly required to be separated from the
host cantract and accountad for as a standalone demvative nstru-
et a1 fair value theaugh prafit or kass, if {a) the host contract is
not carmied at fair value with changes in fair value reported in the
ineame statement, () the econamic charactesistics and risks of
the embedded derivative are not closely related to the economic
charactenistics and risks of the haost contract, and (c) the embed-
ded derivative actually meets the definition of a denvative. Bifur-
cated embedded denvatives are presented on the same balance
sheat Ene as the host contract, and are shown in Mote 2% in the
“Held for trading” catagary, reflecting the measurement and rec-
agrition principles applied.

Typically, LBS applies the fair value option to hybrid nstru-
mients (see itern 81 in which case befurcaton of an embedded
derivative component & not required.

16) Loan comaitments

Lean comrmitments are defined amaunts funutilized zredit lines or
undrawn portions of credit lines) against which customers can
borrowr monay at defined tarms and conditions.

Loan gommitments that can be cancelled by LBS at any ime
{without gwing 2 reasan} according 1o ther general terms and
conditions are recognized neither on-balance sheet nor off-bal-
ance sheet. Upon a loan draw down by the counterparty, the
amount af the lean is accounted far as Loans and recehabiles
{refer to item 103,

Irevocable loan comatments (where LUBS has no right 1o
withdraw the koan commitment ance communicated to the ben-
eficiary or which are rewocable only due to automatic cancellstion
upen the detericration ina barmower's creditworthiness) are clas-
sfied into the following categories:

= Derivative kaan commitments doan commitrments that can be
settled et ; cash or by delivening or issuirg another finanaal
instrument} or if thare is evidence that UBS is salling similar
loans resulting from its loan commitments befare ar shorthy
after ceigination (refer to item 153,

— Loan commitments designated at fas value through profit and
loss (“Fair value aption™ (Fefer 1o e 81,

— Balow market loan commitments. Below market loan commit
ments ane recognized at fair value and subsequently measwed at
the higher af the initially recognized Bability at fair value less cu-
mulative amartizaton and a proviskan (refer to tem 260k UBS uses
thern onky in specific situatons (e.g. restructunmg, inschencyl.

— Other loan commitments. Other loan commitments are not re-
corded in the balance sheet. However, a prowisian & racog-
nized i it is probable that a kass has been ncurred and a reli-
able estimate of the amount of the obbgation can be made
{rafer ta item 263 Other loan commitments include irrevoca-
ble forward starting reverse repos and imevocable securities
borrewing agreaments.

171 Cash and cash equevalents

For the purposes of the cash flow statement, cash and cash eguiv-
alents comprise balances with less than three manths” maturity
from the date of acqusition induding cash and balances with
central banks, treasury balls, due fram banks with an orginal
maturity of lass than thiee months included in Due farm banks
and Cash colflateral recefvables on devivative Instruments, as well
as money market paper included in Trading portfolo assets and
Financial investents avaiate-forsafe.

18) Physical commodities

Physical commodities (precious metals, base metals, energy and
other commadities) held by LES a5 a result of its broker-rrader
activites are accounted for at fair value bess costs to sell and rec-
agrazed within the Trading portfalio assets. Changes in fair valus
less costs to sall are recorded in Net trading income.

19) Frogerty and egquiprment
Progerty and equepment includes awn-used properties, invest-
ment properties, leasehald improvements, IT, software and com-
munication and other machines and equipment.

wWith the asception of investment properties, Froperty and
aquipment is caried at cost, less accumulated depreciation and
accumulated impainment ksses, and 15 periodically reviewed far
impairment. The useful life of proparty and eguipment is estimat-
ad on the basis of the economic wiikzation of the asset,

Classification for own-used propery

Own-used property is defined as property held by the Group for
usa in the supply of services or for administrative purposes, whene-
as investment property is defined as property held to earn rental
ncome andfar far capital appreciation. If a property of the Group
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includes & portion that is own-used and another poricn that is
held te earn rental income ar for capatal aporesaton, the <lassifi-
cation it based on whether ar not these partions can be sold sepa-
rately. If the portions of the property can be sold ssparataly, they
are separately accounted for as own-used property and inwest-
rent progety, IF the portons cannat be sold separately. the whole
properly is dassied as awn-used property unles the portion usad
by the Group is mince. The classification of property & reviewed on
& regular basis fo acoount for mager changes in its usage,

Investment propery
Irvestrrent property is carried at fair value with changes in fair
value recognized in the income statemant in the period of change.
LBS emplays internal real estate experts to determing the fair
value of investment property by applyng recognized valuation
techreques. In casas where prices of recen market transactions of
comparable properties are availzble, fair valus is determined by
reference to these transactions.

Leasehold IFnprosanens

Leasehodd improvements are investments made to customize
busldings and offices ocoupied under operating lease con-
tracts to make them suitable for the intended purpose, The
present value of estimated reinstaterment casts to brng a
keazed property inta it onginal condition at the end of the
leaze, if required, & capitalized as part of the total leasehold
improvements costs. At the same time, a corresponding liability
& recognized to reflect the obligation incurred. Reinstaternent
coats ane recognized in prafit and loss thraugh depreciation of
the capitalized beasehold improvements over their estimated
useful lives.

Fraperry held for sale

Men-current property formerly own-used or leased to thied par
fies under an operating kease and equipment the Group e
decided 1o sl and for which sake within 12 months is highly
predable are dassified as non-current assets hedd for sale and
recordad in Other assets, Upan classfication as held far sale, they
are nd longer deprecated and are carried at the lower of
boak value or fair value less cost o sell. Foreclosed properties
and other properties dassified as current assete are included in
Froperties held far sale and recorded in Other assels 5ee Note
17k They are also carried at the kower of bock value or fair value
less cost 1o sell.

Sofhvware

Safiware development costs are capitalized when they meet cer
1ain criteria relating o identifiability, it is probable that future eco-
nermic benefits will flow te the enterprise and the cost can be
measured reliably. Internally developed software that meets these
criteria and purchased software are dassfied within IT, software
and communication.
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Estimated useful iife of properly and eguipment
Progerty and equipment 15 deprecated on a straight-line bass
aver its estimated useful lifa as follows:

Properties, excuding land Mat encesding 50 years
Leasehald improvements Resdual lease e,

......................... butnat emceeding 10 vears
ther machines and equipment Mot exceeding 10 years
IT, softwsane and communicaton Mot exceeding 5 vears

201 Goodwill 2nd intangible assets

Goodwll regrasants the excess of the cost of an acquisiban over the
fair value of the Group's share of net identifiable assats of the ac-
quired entity &t the date of acquistion, Goodwill is nat amartizad; it
i5 tested yearly for impaimeent ard, additiona¥y, when a reasonable
mchcation of impairment exsts. The impairment test is conductad at
the segment bavel & reported in Mote 2a. The segment has been de-
tarmined zs the cash-generating wnit for impairment testing purpos-
a5, snce this is the level at which the performance of invesiments. is
reviewed and assessed by managament. Refer to Mote 16 far details,

Intangible assets comprise separately identfiable intangible
temis ariging from businass combinations and certain purchassd
trademarks and samilar items. Intangible assets are recognized
at cost. The cost of an mtangible asset acguired in & busingess com-
Dination is its fair value at the date of acquisitan. Intangible assets
with a definite useful life are amortizad wang the straight-line
methad over their estimated useful economic life, generally not
arceading 20 years, Intangible assets with an mdefinite useful life
are nol amortized, Generally, @l identified intangible assets of
UBS have a definite useful life. At each balance sheet date, intan-
gible assets are reviewed for indications of impairment or changes
in estimated future benefits. If such indications exist, the intangi-
ble assats are analyzed (o Fssess whather their camying amount is
fully recoverable, An impairment loss 5 recognized If the camying
armount excesds the recoverable amount.

Intangible assats are classified into two categories: a} infra-
structure, and b) custamer relationships, cantractual rights and
ather, Infrastructure consists of an intangible asset racognized in
connection with the acqussition of PaineWebber Groug, Ing, Cus-
tamer relationships, contractual nghts and other indhudes mainly
intangible assets for cient relationships, non-compete agree-
ments, favorable contracts, proprietary softwars, trademarks and
trade namaes acguired in business combinations.

21) Income taxes

Incarme tax payable on profits & recognized a5 an expense
based on the applicable tax laws in each jurisdiction in the pe-
ricd in which profits anse, The tax effects of income tax losses
avallable for carry forward are recognized as a deferred tax as-
set il it is probable that future taxable profit dbased on profit
forecast assumptians} will be available against which those
losses can be utilized.
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Deferred 1ax assets are recognized for temporary differences
that will result in deductible amaounts i future pariods, but anly
1o the axtent that it is probable that sufficent takable profits will
be available against which thess differences can be utilized. De-
ferred tax liakilities are recognized for temparary differencas be-
twizen the carrving amaunts of assets and liabilities in the balance
sheet and their amounts as measured for lax purposas, whach will
result in taxable amounts in future periods.

Deferred tax assets and liabilties are measured at the tax rates
that are expected 10 apply in the perod in which the asset will be
realized or the lability will be setiled based an enacted rates.

Tax assets and liaoilities of the same type icurrent ar defarmed)
are offsat when they arise from the same tax reperting group, they
relate to the same 1ax autharity, the lagal right to offsst exists, and
they are intended 1o be settled net or realized simultanecusly.

Current and deferred taxes are recognized as income 1ax benefit
or expense excepl for current and deferred taxes recognized (i)
upon the acquistion of a subsidiary, (i) for wnrealized gains or
lasses on financial investments available-for-sale, for changes in
fair vahue of derivative instrements desgnated as cash flow hedges,
and for cerain foreign currency frandatans of foreign opera-
tions, dild for certain tax bensfits on deferred compensation
awards, and (i) for gains and losses an the sale of treasuny shares,
Deferred taxes recognized in a business combinatan (tem 0 are
comsidered when determining goodwill, ems i, ik and (u) are
fecardad in Nel indorme recogrised directly in equily.

12 Debt issued

Debr without embedded denvalives

lssed debt instruments without embedded derivatives that are
not designated at fair walue through profit or boss are acoounted
far at amartized cost, Howeves, in cases where fair value hedge
accounting is applied 1o fixed-rate debt instruments as part of
the Group’s asset and liabality management actwity, the carrying
values of debt isswad are adjusted for changes in fair value related
ta the hedged exposure rather than carried at amortized cost —
refer to item 15 for further desoussion.

Dbt with embedded dervalives (refated to UIES AG shares)

Diebt instruments issued with embadded derivatives that are relat-
ed ta LBS AG shares {2.9. mandatony convertible notes) ars sepa-
rated irt a liakikty and an equity component at isue date i the
derivative is settled by LUBS recenving ar delivering a fixed number of
its cwen shares in exchange for a fixed ameount of cash or ancther
financial asset. & portion of the net procesds of the instrument is
allocated to the debi component on the date of ssue based on its
fair vabpe, The determination of fair value is generally Dased on
quoted market prices for LBS debt instruments with comparable
terms but without a conwversion feature. The debt component is
subsequently measured at amortized cost or at fair value through
prafit or loss, if the far value cgtion s apolied. The remaining

amaunt of the net proceads is allocated to the equity component
and reported in Share prermium. The equity companent is not sub-
saquently re-measwad. However, if the entire debt mstrument or
the embedded dervative related to UBS AG shares is to be cash
settled or if it contains a cash ar net share settlement alternative,
them the separated derwatve is accounted for &5 a freestanding
demative, with changes in far value recorded in Net trading n-
came unless the entire hyorid debt instrument is designated at fair
walue through profit or loss (' Fair Value Opton ) —refer to item 8],

Diebit with embedded denvatives fnof relsfed fo UES AG shares)
Dt instruments issued with embedded derivatives that are related
to non-LBS AS equity instruments, foreign exchange, interest rate,
cradit instruments or indices are considered structured debs instru-
ments. LIBS has designated maost of its structured debt instruments
at fair vabse throwgh profit or loss (“Fair Value Optan®) — sea item
E). If such instruments hawe not been designated at fair value
through profit or loss, the embedded derivative is separated from
the host contract and accounted for &5 2 standalone derivative if
the criteria for separation ane met, The hast contract is sbsequant-
Iy measured at amortzed cast, The fair value option & not appbed
to certain hyorid instruments which contain bifurcatable embeddad
derivatives with references to forsign exchanges rates and pracicus
rretal prces and which ara nat hedaged by derivative instrurments,

Bonds Bsued by LIBS helkd a5 a result of market making activi-
ties e deliberate purchases in the market ara treated a5 redemp-
tion of debt. A gain or kass om redemption is recorded depending
on whether the repurchase price of the band is lower or higher
than its carrving wablue, A subsequent sale of own bonds in the
miarket is ireated as a reissuance of debi.

Interest axpense on debt mnstruments is ndwded in intevest an
debi isswed. Refer 1o Mote 19 for further details on debt issued.

23) Pensicn and other pest-emplayment benefit plans

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

Defined berefit plans
Typécally defined benefit plans define an amount of pansion banefit
that an employes will recaive on retirement, wswally dependent on
ane ar mare factars such as age. yeass of senvice and compansaton,
The gefined banefit lability recognized in the balance sheet &
the prasent vaklue af the defined cbligation at the balance sheet
date less the fair value of the plan assets at the balance sheet
date, together with adjustments for any unrecognized actuarial
gains and kasses and unrecognized past service cast, If the defined
benefit liabikty is negative (i.e. a defined benefit asset), measure-
ment of the asset & limited to the lower of a) the defined benefit
asset and b} the total of any cumulative unrecognized net actu-
arial losses phus warecognized past senace cost plus the present
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value of economic benefits available in the farm of refunds from
the plan o reductsons in future contributions ta the plan, U5
applies the progected wnit credit method 1o determing the presant
value of its defined benefit obligation and the related currant ser-
vice cost and, where applicable, past service cost, Thess amaunts
are calculated annually by independent actuasies, The prncpal
actuanial assumplions used ase st cul in Nete 30,

UBS recognizes & portion of its actuanal gains and losses as
income or expense if the net cumulative unrecognized aciuanal
gains and lasses at the beginning of the reporting pericd ane aut-
scde the cormdor defined as the greater of:

a} 10% of the present value of e defined berefil abligation at that
date {betore deducting the far valse of plan assetsy; and

i 1094 af the far value of ary plan asiss st that date.

The unrecognzed actuarial gans and lasses exceeding the
greater of thesa two values are recognized in the income statement
aver the expected average remaining warking lives of the employ-
s partcipating in the plans.

LB3 rescognizes curtailments an its defined benefit plans wher
the reductions in expectad future service and in the defined ban-
efit abligation are 10% or more, Reductans in axpected future
sanice and in the defined benefit abligation of batween 5% and
10% are recognized if deemed matenal, and reductions of less
than 5% ara generally not recognized.

Defired contribution plans

A defined contribution plan is @ penson plan wder which UBS pays
fived cantribuiions inie a separate enfity. UBS has no legal or eon-
structive abligaton to gay further contributians if the plan does not
hald sufficent assets to pay employess the benefits relating %0 em-
ployee serace i the current and pror penods. UBSS contributions
are expensed when the employees have rendened services in ex-
change for such contritastions, this is ganerally in the year of ontr-
bution. Prepaid contrbutions are recognized as an assat to the extent
that a cash refund or a reduction in the future payments s available,

Crher post-retranment bermeits

LIES also provides post-retwement medical and bfe insurance benefits
to certan retiraes i the US and the LK. The expected costs of these
benefits are recognized over the persod of emplayment using the
same accoanting methadology used for the defeed benefit plans.

24) Equity participaton and ather compensation plans

Fquity parbicipation plans

UBS has established several eguity participation plans in the form
of share plans, option plans and share-seitled stock appereciation
right {54} plans. UBS's eguity participation plans are mandatory,
discretionary, ar voluntary plans. UBS recagnizes the fair value of
shase, option and S8R awards, determined at the date of grant,

184

a5 compensation expense over the penod that the emploves 5
required to provide senaces inonder ta earm the award,

Plans containing voluntary termination mon-compete provi-
sions (i.e. good leaver dauses) and no vesting conditions are con-
siderad vested at the grant date because no future service is re-
quired. Compensaton expense 5 fully recagnized on the grant
date ar B recognized in a period prios 1o the grant date if tha bark
«can substantiate that the award is attributable to past service and
the amount of the award can be reasonably and reliably estimat-
ed, The awards remaen forfeitable until the legal westing date if
certain conditions are not met. Farfeiture events ocourring after
the grant date do not result in a reversal of compensation experss
lbecause the related sanices hawe been received.

Flans containing vesting conditions have either a tiered vesting
struciure, which west in increments over that pesiod or 2 diff west-
ing structure, which vest a1 the end of the period. Such plans may
contain provisions that sherten the required service pericd dus
ta retiremnent eligibility, In such instances, LS recognizes compen-
sation expense ower the shorter af the legal vesting periad and
the penod from grant to the retirement eligibility date of the
employee. Forfeiture of these awards dunng the service penad
rasults in @ raversal of compenisation expense.

Equity settled awards are clasified as eguity instruments, The
fair value of an aouety-settled award is not remeasured subsequent
1o the grant date. unbess its terms are madified such that the fair
walue immediately after modification excesds the fair value imme-
diately prior to modification. Any increase in fair value resulting
from & modification i recognized as com pensation expense, eithar
cver the remaining service pencd or immediately for vested awards,

Cash sattled awards are classified as labibties and remeasured
to fair value at each balance sheet date a= long as the award is
outstanding. Decreases in fair value reduce compensation expense,
and no compensation expense, an acumulative bass, is recognized
far awards that expee worthless or remaim unexercised,

Details of the determinatson of fair value of equity participation
plans are disclosed in Nate 31d).

Cther compensation plans
UBS has established cther fised and variable deferred cash com-
pensaton plans, the value of which is not lnked ta UBS'S own
aquity. UBSS deferred cash compansation plans are aither manda-
tary or discretionany plans,

The grant date fair value of fised deferred cash awards is rec-
ograred a3 compensation expense ower the senvice period, which
is the pericd the employee is obligated to work in order to be-
come entitled 1o the award.

Wariable deferred cash compensation is generally awarded in
the farm of altermatwe investient wehicles (ans). The grant date
faer value far A1Vs is based on the far value of the underlying as-
sats {l.e. money market funds, UBS and non-UBS mutual funds
and other LIBS sponsared fundsy on the grant date and s subse-
quently marked-1a-market at each reportng date until the award
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is distributesd. Forfeiture of these awasds results in the reversal of
expense. Refer ta Note 31 for further details an equity participa-
tior and other compensation plans.

45) Armounts due under unit-linked investmant contracts
UBS% financial liabilites from unit-inked contracts are presented
& Other labilities {refer ta Nete 20) on the balance sheet. Thase
contracts allow investors to invest i a pool of assets through in-
vestment units issued by a LIBS subsidiary, The unit holders recesve
& rewards and bear all risks associated with the reference asset
pocl. The financial liabiliy represents the amoent due tounit hald-
ers and is equal ta the fair value of the reference asset poal.
Aszats held under wnit-linked investment contracts are pre-
sented as Tading portfiolo assets. Refer 1o Mote 11.

26) Provisians
Prawvisions are recognized when UBS has a present legal or con-
structive oblgation as a result of past events, it & probabde that an
autfiow of resources will be reguired 1o setile the obligation and
the amount can bBe reliably estimated. When a provisian s recog-
nized, 115 amewnt needs 1o be estimated as the exact amount of
the obligation & generally unknown. The estimate is based on all
avadable information and reflects the amount that in manags-
mmenit’s cpinion represents the best estimate of the expenditure
required ta settle the abligation, LUBS revises existing provisions up
ar deawn 45 500 as it & able ta quantfy the amaunts mora accu-
rately. If the effect of the time value of money is materal, proi-
wons are discountad and measured at the present value of the
expenditure expected 1o setfle the ablgation, using & rate that
reflects the curment market assessments of the time value of man-
ey and the risks spadfic to the obligation.
The majority of UES's provisions relate to operational risks, indud-
ing litigation and restructuring costs. Frovisions are reflectad un-
der Cther labilithes on the balance sheet. Refer 1o Note 21.

If the amount of an abligation cannot be measured with suf-
ficient reliability, a present chligation is not recognized but dis-
closed & contingent liabilities in Mote 21,

27 Equity, treasury shares and contracts an UBS shares

Transaction costs relsted to share issuances

Incremental costs directly attributable 1o the issue of new shares
ar contracts with physcal settlement {classified as equity mistru-
mentst are recognized in Eguity a5 Trransaction costs related 1o
shara issuances, nat of tax" and are a deduction from Equiiy.

Mon-contraling interests

et profit and Equity are presented includng nan-contralling in-
teresis. Met profit is split into Net prafit atiributatile ta UBS share-
hotders and Net profit attnbutable o ron-confroliing interests,
Equity is split into Equily arnbuizble fo UBS shareholders and
Equily attrbutatde To pan-cantraling inferests,

LIS AG shares helg (“treasury shanes”)

UBS AG shares held by the Group are dassified in Equily as Trea-
sury shares and accounted for at cost. Treasury shares are de-
ducted from total shareholders’ equity until they are cancelled or
redssued. The difference between the proceeds fram sales of Trea-
sury shares and their weighted average cost (net of tax, if anyd 5
repariad as Share prermiurm.

Confracts with grass physical settfernant

fexcept physicaly sertied witten pUT opdions and fonsward

share purchase confracts)

Contracts that requare gross physical settliement in UBS AG shares.
are dassified in Equity as Share premiurm {provided a fixed ameount
of shares is exchanged against a fixed amount of cash) and ac-
courted for at cost, They are added to or deducted from eguity
wuntil settlerment af such contracts. Wpon settlernent of such can-
tracts, the difference betwean the proceeds recerved and their
cost (nat of tax, if any) are repartad as Share premiun,

Conbracths with pat cash saetfemant or nel cash setllerment oohion
Contracts an UBS AG shares that require net cash settlernent, ar
provide the counterparty or UBS with a settlement opticn which
includes a choice of setfling net in cash, are dassified as frading
instrurnents, with chamges in fair value reported in the income
staterment as Vet trading income, except for written put options
and forward share purchase contracts.

Physically settied written put apbans and fanvard share
purchase contracts

Fhysically satiled written put eptions and foreard share purchase
contracts, inchueding contracts whare physical setthement & a seitle-
ment alternative, result in the racegnition of a finandal liability. At
the inception of the contract, the presant vakue of the abligation 1o
purchase ewn shares in exchange for cash is transferred out of
Eqquity and recognized a a katelty. The liability is subseguently ac-
creted, using the EIR method, over the kfe of the contract to the
naminal purchase abligation by recognizing interest axpsnse, Upon
setflement of the contract, the liakility 5 derecognized, and the
amunt of equity coginally recognized as a liability is reclassified
within Equity to Treaswy shares, The premium received for writing
put opticns is recognized directly in Share premium.

Trust preferred secunTies issued

UBS has issued trust preferred securities through consalidated
prefesied funding trusts which hedd dabt Bsued by UBS. UBS AG
has fully and unconditionally guaranteed all of these securities.
LIBSS ablgations under these guarantees are subardinated 1o the
fully prior payment of the depasit liabilities of UBS and all ather
liabilises of LUBS. The trust preferred securities represent aguity
instruments which are held by third parties and treated as non-
contralling interests in UBSS consolidated financial statements,
Once 3 coupon payment becomes mandatory, e, when it is rig-
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Mote 1 Summary of significant accounting policies (continued)

gered by 2 contractually defined event, the full divdend payment
ablsgation an these trust preferred seourities issued is redassifiad
frarm Eouwity 19 a corresponding liabikty. In the incame statemeant
the full gividend payment is reclassified from et profit atribut-
able to UBS shareholders to Met profit ammbutabis to non-comtro®
ling interests at that tme. ES bonds held by prefermed funding
trusts are eliminated in consalidatan.

28] Discontinued operations and non-current assets held for sale
UBS dassifies ndivedual nan-curment non-fingncial assets and des-
posal growps as held for sale if such assets or disposal groups are
avadable for immediate sale in their present condition subgect 1o
terms that are usual and customary for sales of such assets or
dispesal groups and thair sake is considered highty probable, Far a
sale to be highly probable, management must be commitied 1o 2
plan to sall such assets and is actvely kaoking for a buyer. Further-
mare, the assets must be actively marketed at a reasonable sales
price i relation to their fair value and the sale is expactad to be
complated within one year, These assets (and lizbilities in the case
of disposal groups) are measured at the lower af their camying
amaunt and fair value less costs 10 sall and presented in Cither
aszetz and Cther labilities {see Notes 17 and 20).

LIES presents discontinued operations in a separate Bne in the
incarme staterment if an enfity or a companent of an entity has bean
disposed of or i5 dassified as held for sale and a) regresents a sepa-
fate majer line of bussess of gaographcal area of cperations, bl is
part of a single coordinated plan to dispose of 2 separate major e
af business or gecgraphical area of operations, or o} is a subsidiary
acquired exclusively with a view 1o resale (e.g, certain private eq-
uity investments). Net peafit fram discentinued aperatians includes
the net total of operating profit and koss before tax from discontin-
ued operations (including net gain or los on sale before tax or
measurament 1o fair value less costs to selll and discantinued op-
erations tax expense. A component of an entity Comprises opera-
tions and cash flows that can be dearly detmguished, oparation-
ally and for financial reporting purpeses, from the rest of UBS%
aperations and cash flows. If an entity or  compoenant of an entity
i5 classified as a discontinued cperation, UBS restates price penods
in the income staternent. Refier ta Mote 37 for further details.

19) Leasing

LIBS enters it lease contracts, predominantly of premises and
equipment, as 2 lessor and a lessee, The tarms and conditions of
these contracts are assessed and the leases are dassified as oper-
ating leases or finance leases acconding to their economic sub-
stance. When making such an assessment, the Group foouses on
the following aspecis: a) transfer of ownership of the asset o the
lessee at the end of the lease term; b existence of a bargain pur-
chase opian held by the lessee; c) whether the lease term is for
the major part of the economic life of the asset; d) whether the
present walue of the minimwm lease payments is substantially
egqual to the fair walue of the leased asset at inception of the lease
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tern and &) whether the asset is of a speoalized nature that only
the lessee can use without magor modifications being mads, If
one ar mare of the conditions ane met, the lease iz ganerally dlas-
sified as a finance lease, while the non-smstence of such condi-
tians noomally leads to a classification &= an operating lease.

Lease contracts classified as operating leases where UBS 5 the
lessee are disclosed in Nate 25. These contracts include nor-can-
cellzble long-term keases of office buildings in maost UBS locations.
Lease contracts dassified as operating leases where UBS is the
lessor, and finance lease contracts where UBS is the lessor or the
lessee, are not materal, Contraciual arangements which are not
considered leases in their entwety but which indude lease ele-
meants are not material to UBS.

LBS recognizes a provision for a kease contract of office space
if the unavoidable costs of a contract exceed the benefits 1o be
received under it, which requires that a lease cantract is consid-
ered onerous in its entirety. A provision for cnerous lease con-
tracts aften indudes significant vacant rental spacs.

30) Fes InCarmne
UBS earns fee incame from a dwerse range of services it provides
ta its dients. Fea mcome can be divided into twwo broad categaries:
ncome earned from senaces that are provided over a certain pe-
riad af time and income earmed from providing fransaction-typs
services, Fees earned from senaces that are provided over a cerain
period of e are racognized ratably ever the service pericd with
the exception of performance-linked fees or fee components
which are recognized when the perfarmance criteria are fulfilled,
Fees earned from providing Transaction-Tyoe Serices ang recag-
nized when the service has been completed. Loan commitment
feas on lending arrangements are deferred until the loan is drawm
dowen and then recognized as an adjustment to the effective yield
aver the life of the loan. If the cammitment expires and the loan =
mot draw down, the fees ane recegnized s revenue an expiry.
The Tollowing fee income is pradaminantly earmed from ser-
vices that are provided ower a period of time: imestment fund
feas, portfolio management and advisory fees, msuranca-related
feas and cradit-related fees, Fees predominantly earned from pra-
vidireg transaction-Type services incdude underwritng fees, conpa-
rate finance fees and brokerage fees.

31) Fareign currency translation

Transactions denaminated in foreign ourrency ane translated into
the functanal currency of the reporting unit at the spot exchangs
rate on the date of the transaction. At the balance sheet dats, all
assets and liabilities denominated in foreign currency, except far
nan-manetary items, are translated wsing the closing exchange
rate, Non-monetary items measured at historical cost ane Trans-
lated at the exchange rate on the date of the transactan. Resuli-
ing foreign exchange differences are recognized in Met frading
inconre, except for non-monetary financial investments available-
for-sale. Foreign exchange differances from non-manetary finan-
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cial investments available-forsale ane recorded directly i Eguity
urd the asset & sald or becomes impaired, unless the non-rmans-
tary financial investrient is subjact te a fair value hedge of fareigr
exchange rizk, in which case changes in fair value attributable 1o
the hedged risk are reparted in Net trading incame.

Upon consclidation, assets and liateites of forekgn operatkns ane
translated inte Swss francs (CHF) — LBS% presentation currandy — al
the closing exchange rate on the balsnce sheet date. and income
and expense items are translated at the average rate for the period,
Differences resulting from the use of different exchange rates are
recogmzed directly In Foreign currency iransiation within Equify.

Wihien a foreign aperation s disposed of such that contral, sig-
nificant influence ar joint control is last, the cumulative amount
in Foreign currency iransiation within Equity related to that foreign
operation attributable to LIBS s reclassified to profit or loss as part
af the gain o loss on disposal. When UBS disposes of a portion of
its interest in a subsidiary that includes a foreign cperation without
losing control, the related portion of the cumulative currency trans-
lation balance is reattributed to non-controlling interests, Whan
UBS disposes of a portion of its investment in an assodate or jaint
venture that includes a foresgn opzration while retainemg sanifi-
cant influence or joint contral, the related portion of the cumula-
tive currency translation balance i reclassified to profit ar loss.

32) Earnings per share (EF5)

Bawe eafnirgs per share are caloudated by dividing the net prafit
or loss for the pericd attributable to ordinary sharehaolders by the
weighted average number of ordinary shares cutstanding during
the period,

Diluted earnings per share are caloulated wsing the same meth-
od as for basic EPS and adpusting the net profit or loss for the
period attributable to ordinary shareholders and the weighted av-
erage numkber of ordinary shares autstanding to reflect the poten-
tlal dslution that could ocour if options, warrants, convertible debt
securities or other contracts to ssue ordinary shares were can-
verted or exercised into ordinary shares.

33) Segment reparting

UBSs businesses are arganized on a worldwide basis inte faur
business divissons: Wealth Management & Swiss Bank, Wealth
Management Americas, Global Asset Management and Inwest-
ment Bank, fully supported by the Corporate Cender. In 2004,
these four busiress divisians were presented as four cperating
segments of reportable segments in Mote 2a "Segment repart-
ing", in addition to the Corporate Center column.

In 20140, far the purpose of segment reporting, the business
diision Wealth Management & Swiss Bank was split into two
separate reporiable segrments, namey Wealth Managerment and
Retail 8 Corporate. As a result of the split. UBS new presents five
reportabde segments. This change was made in order to better
reflect the management structure and responsibilities. In the in-
ternal management report to the Group Executive Board of the

chief operating decsion maker, the financial infarmation abaut
the five reportable segments and the Corporate Center was sepa-
rately presenited. This internal management view was the basis far
the external sagment reparting,

In addition, the Carporate Center column for Mote 2a “Seg-
ment Reparting” was renamed 10 “Treaswsy activities and ather
carparate iterrs” to reflect the dhanges in presentation of the Ces-
porate Center information during the year as desaribed in Note 1b
“Allecation of additional Corporate Center costs and to reportable
segments”. The Corporate Center is not consdered an aperating
segment under IFRS 8 Jperading segments. It predominantly in-
cludes the results of treasury activities, e.g. fram the management
of structural foreign exchange risks and interest rate risks, residueal
aperating expenses such as those associated with the functioning
of the Group Executive Board and the Board of Directors, other
costs related to arganizatonal management, as well as a limited
number of specifically defined items. These items include the valu-
ation of UBSs option to acguire the SME Stabfund's equity and
axpenses such as capital taxes, as well as the difference between
actually incurred Corporate Center costs and perigdically agread
flat fees charged to the busness divisions. All other costs mcurred
by the Corporate Center related to shared services and control
functians like risk management and contrad, finance, legal and
cornpliance, marketing and commurscations, human rasources,
wformation technotogy infrastructure and service centers ane
charged out 1o the repertable segments based on internal ac-
counting posicies.

UBS's internal accounting policies, which include the manage-
ment accountng policies and senace level agreements, detarmine
the revenues and expenses direcily attributable to each reportable
segment. Internal charges and transfer priong adpstments ane
reflacted in the reportable segment performances.

Revenue-zharing agresments are wsed fo alkocate external cli-
et revenues to reportable segments on a reasanable basis, Due 1o
the prasent arrangerment of revenue-sharing agreaments, the total
mter-segment revenues for UBS are not considered material.

The costs of shared services and control functions managed by
the Corparate Center are allocated ta the direct cost Bnes of per-
sonnel expenses, general and administrative expenses and depra-
<iation in the respective reportable segment incame statements,
based on internally determined alocation kays.

Met interest income & allocated to the reportable segments
based on their balance sheet pasitions. Assets and labilites of the
repartable segments are funded through and invested with the
treasury depariments located in each business division. The trea-
sury departments are supported by the Group Treasury in the Cor-
porate Center, with the net margin reflected in the resulis of each
reparable segment. The Corporate Center transfers interest in-
come earmed from managing UBSS consolidated equity back to
the reportable segments based on the average attributed eguity.

Cammissians are credited 1o the reportable segments based
an the comesponding disnt relationship, Revenue-sharing agres-

287

251/396

Finandal i

oOoOooodd



Financial information
Metes to the consolidated financial staterments

EDINETOOOO

00000000000 0O(E05852)

Mote 1 Summary of significant accounting policies (continued)

rrents are wsed for the allocation of customer revenues where sey-
eral reportable segments are invalved in the vabue-creatsan chain.

In line with the intarmal managarment reparieng, segment as-
s2is are reported without intercompany balances or on a third-
party view bass. Refer to Note 2a “Segment reporting” fior fur-
ther details. For the purpose of segrent reporting under IFRS 5,
the nan-curmenl assels cansist of investment i associates and
joint ventures, goodwill, other intangible assets as well as plant,
property and equipment,

b} Changes in accounting polices, comparability and other adjustmants

‘Vealth Management & Swiss Bank rearganization

Fram 2010 crwards, the mternal reporting of Wealth Manage-

ment & Swiss Bank 1o the Growp Executive Board was revised in or-

der 1o better reflect the managemeant structure and responsibilitees.

Segregated financial information is now reportad for:

- “Wealth Management”, encompassing 2 wealth manage
mient busiress conducted out of Switzerland and in the Asian
and Europsan booking canters,

— “Retail & Corporate”, including services provided to Swiss ra-
tail private clients, small and medium enterprizes and corpo-
rate and institutonal clients.

In liree with this revised stermnal reporting structure and IFRS 8
Operating segrments, Wealth Management and Retaill & Corpo-
rate are now presented in the external financial reports as sepa-
rate businass units and reportable segments. Prior periods pra-
sented have been restated 1o confarm ta the new presentation
farrmat.

Allocation of additional Corporate Center costs to
repartabde SEMENTs
From 20700 anwards, almost all costs mcurred by the Corporate
Center related 1o shared services and control functions are allo-
cated to the reportable sagments, which directly and indirectly
recewe the valus of the senvices, either based on a full cost recav-
ery ar o a pencdically agreed flat fee. The allocated costs are
shown 0 the respective expense lines of the repartable segments
in Mate 2a "Segment reparting”, and in the “UBS busines divi-
zions and Corporate Center” section of this repaort.

Up to and including 2009, certain costs incurred by the Corpo-
rate Center wera presented as Corporate Center expenses and
not charged to the business divisions. This changs in allecation

Carporata Centar cost allacation impact on 2009 figuras

=) \ll}l[lng

UBS reets assets and liabilives o i15 balance sheet if it has a ou-
rently enforczable legal right to set off the recognized amounts
and intends esther to setile on a net basis, or to realize the asset
and settle the Bzbility simultansoushy. Metted paositions includs
positive and negative replacement values of OTC interest rate
swiags ransacted with London Clearsyg Hause, The positsans ade
netted by owrrency and across maturities.

palicy has been applied prospectively and priar year numbers have
not been resiated.

The incremental charges 1o the business divisions made in
2010 mainly relate to control functions. if figures for each quarter
of 2009 had been prasented an the basis of the allacation meth-
adology appled for J010, the estimated impact on operating ax-
penses and perfarmance befara tax would have been as shown in
the talble kel

The “Corporate Canter” column of the table in Mote 23 “Seg-
ment reparting ™ has b=en renamed "Treasury activities and ather
cofparate items ", Refer o Nate 13} 33} “Segrment reporting” far
mare details.

Cash collateral from derivative fransactions and Prime brokerage

racaivables and payables

From 2010 anwards, LBS has changed the presentation of cash
collateral from dervative transactions and prime brokerage re-
cefvables and payables to improve transparency.

Cash collateral receivables and payables on derivatives are
presented in the new balance sheet lines Cash collataral receiv-
ahias on derfvative instruments and Cash collateral payables on
denvative instruments by transferring the amaunts out of Due
frevm banks and Loans, and Dwe fa banks and Duwe o cusiomers,
respectively. Frime brokerage receivables and prime brokerage
payablies have been wransferred out of Duwe from banks and
Lgans to Other assers, and out of Due to banks and Due fo
customers ta Dther fabilites, respectively. These changes in pre-
sentation mmpactzd reither UBS% income statement nor tatal
assets and liabilities. The respective tables, nates and other in-
formation in this financial information section wene adpusted
accondingly.

Viwa T Tatal
Weakh Myagement & Management  Clobalfsset bvesimest buraness Compormie
Swiis Bask americe  Mmnagesent Beank dedsinng Cemter
Wedth Retal &
CHF oo Managemeni  Compore
Estmaned increase i 2009 operatieg expenses aad decresse in
periorman ce befons ta 128 %6 ol L) 288 40 (540
288
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Mote 1 Summary of significant accounting policies (continued)

For 2009 and 2008, the follewing redassifications were made:

Cash collateral from derivative transactions and Prime brokerage receivables and payables

31,1205 — befone: 310209 - afer  21.12.08 - before 311208 —afer
CHY milon el esisificalion Rachssilication nechassificaton raglagicaton Rexlisifcation reclessificalion
Due from basks 46,574 139,770) 16,804 64,451 196,757} 750
Cerh oollateral recepable on derfealins, irsements o 533,774 33,174 1 B5. 703 85,703
Lo 306,838 140,351) 25,477 340,308 148852} 151 456
Cohes Sesats 1335 16,347 13,682 2531 9,506 19,817
Due In banks 65,166 133,244) 31,922 125,628 148 06} THETY
LCerh oollaterd payables on dedvalk o 66,097 66,097 1 0z 937 82937
Due 0 cestomers 41475 7,213 239,263 455,741 M2 102} 362639
Cohes fishilities 33,95 38,359 11,304 47,558 55971 101,269

EI'_'|I_|I|:|.' anc l:ll"ﬁe" r_r_'||r||_|rr:lher|'_.|'..'f=' INCAme

In 2070, LIBS reviewed certain compenents of its equity and made
adjustments to coredt immaterial misstatements that relate to
periods several years back. The fallowing paragraphs desanbe the
impacts of the changes on LBSS finanoal staterments as af 31
December 2014,

LB5% Foreign currendy transiation balance was adjusted by a
credit of CHF 522 milan, The adjustiment increased total Other
commerehensive incame by CHF 582 million and tatal Comprafien-
shvie incame by CHF 429 millkon because a loss of CHF 163 mélion
wias transfered 1o the meome statemant.

In agdition, UBS redassified an amourt of CHF 213 million
fram Equity attributable fo nen-controlling interests to Other fa-
bilfies s this amount has been identified as redeemable and
therefare not satisfying the criteria for an equity instrurment under
IFRS. Also, an amownt of CHF 134 million relating to an eguity
participation plan was reclassified from Share premiurm to Cther
lizbifities as it was identified that the amouwnt is nat related 1o
equity settled awards. The impact on the income staternent for
bt rtems was mssgnificant.

Furthermore, UBS merged the balance of the balance sheet
line Revailuation reserve from sfep acquisitions, med of fax info
Share prermicy, resulting in an increase of Shane premium by CHF
38 rmillion. The balance sheet as of 31 December 2009 and 2008
and the statement of changes in equity for 200 and 2008, were
adjusted accordingly.

Personnel expenses

In 2010, LBS reclassified certain elements of Gther persanmne! ex-
penses to \Varable compensation - other in order to align the
presentation with the new FINBA dafinition of variable compen-
zatian.

In addition, amounts prevously reparted under Salanes and
vanable compersation are presented for the first time on the fal-
lowing separate lines: Salanmes, Wanable compensation - discre-
tonary bonws, Varable compensation — ofher and Wealth Man-
agement Amencas, Financal advisar conmpensatian,

Furthermiare, LIBS reclassified the pension costs related 1o bo-
nus to Pensiair and ather post-emplapment benefit plans. Previ-
aushy those amouwnts were reported wnder Social secuity: Prior
period amounts have been adjusted accordingly. The change in
the presentation did not impact UBSS personnel expenses. The
related amounts are disclosed in the footnotes te Note 6.

fair vahue hieranchy of financial instruements

From 2010 onwardks, LBS consders input data obsemvable and
Classifies the respective finandal instrement as level 2 in the fair
walue hierarchy whan thede is an equally affsetting transaction.
An offsetting transaction constitutes evidence of an observable
market transaction, when it can b2 demaonsirated that the offsei-
ting transactions rullifies substantially all the price nsk of the pro-
portian of the offset instrument and the propartion is significant.
In cases such as derivatives, where the counterpartys credit risk 5
also based on observable inputs, then it can be concluded that all
input data are ohservable, Refer 1o Nate 276} for more details,

Eflective 2010

Imnprovenents fo IFRSs 2009

The 1458 isssed amendments 1o twebve IFRS standards as pat of
its annual smprovernents praject i Aprl 2009, UBS adogpted the
Improvermnents te IFRSs 2009 an 1 January 2010, The adaptsan of
the amandments did not have a significant mmpact on U85S fi-
nancial statements,

Armendiments to (A5 39 Anancal nsirurments

Recogrition and Measwrement — Eligible Hedged Jterms

The amendmeants to A5 39 werne issued in July 2008, The amend-
ments provide additional guidance an the designation of 2
hedged itern. The amendments clarify b the existing princi-
ples underlying hedge accourting should be applied I two
particular situations: a) a one-sided nisk in 3 hadged item and
I inflation in a financial hedged item. UBS adopted the amernd-
ments 1 BAS 39 an 1 Jaruary 2000, The adoptian of the armerd-

28%
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Mote 1 Summary of significant accounting policies (continued)

mients 1o 185 39 did net have a significant impact on UBS's fi-
nancial statements.

IFRS 3 Busirmess Combinations, 145 27 Consclidated and

Separate Finanoal Statements, and A% 21 The Effects of

Changes in Fareign Exchange Rates

I Lasary 2008, the ASB issued the revised IFRS 3 Busimess Corr-

hinations and amendments to 1A% 27 Consolidated and Separate

Finamoial Staternents, and I1AS 21 The effects of Changes in for

eign Exchange Rales,

The mest significant changes under revised IFRS 3 are as follows:

- Contegent consideration should be recagnized at fair value as
part of the consideration transferred at the acquisition date. Pre-
viously, confingent consideration was recognized if, and anly if,
UBS had & peesent abligation, the econcmic cutflow was maore
likely than net and a reliaole estemate was determinabbs.

- Nen-centralling interests in an acquires that are present owner-
ship interests and provide entitlement to a proportionate share
af the net assets in the event of ligudation showld esther be
rreasured at fair value ar as the non-contralling intenests pro-
portsanate share of the fair vabue of net identifiable amsets of
the entity acquired. All other components of the non-contral-
ling interasts are measured at their aoquisition-date fair values,
The option is avallable an & ransaction-by-transaction bass,

= Tramsaction casts incurred by the acquirer shauld be expensed
a5 incurred.

The amendments to 1AS 27 and the consequential amandments
101a5 21 reqguese the effiects dncludsng forean exchange translation)
of all transactans with nen-contraling nterests to be recorded in
equity if there i no change in contral. The standands alsa specfy the
accounting when control i lost: any remaining interest in the entity
shoudd be re-measured 1o fair valee, and a gain or ks (including
fareign exchange ranskation) shoukd be recognzed in profit or loss.
The amendrments ta 145 21 further darify that no deferred fareign
currency translation gains and losses are to be released upon a partial
repayment of share capital of a subsidiary without a loss of cantral,

LIES adopted the amendments ta [FRS 3, 145 27 and 145 21 with
prospectve effect on 1 lanuary 2010, The adepton of the revised
guidance ded not matenally smpact UBS' fimandal statements.

Effective in 2009 and earler

IAS 1 {revised) Presenfalion af Arancal Slalements

Effective 1 Januasy 2009, the revised International Accaurting
Standard {45} 1 affected the presentation of cwner changes in
equity and of comprehensive income, LIBS continued to present
awrier changes in equity in the “statement of changes in eguity”,
but detailed information relating te nen-owner changes in equity,
such as foreign exchange translation, cash flow hedges and finan-
cial imvestrments available-for-sale, were presented in the “state-
et of comprebensive income”.

280

VWi imglernenting these amendments as of 1 Jlanuany 2009,
UBS also agqusted the format of its "statermant of changes in eg-
wity" and replaced the “statement of racognized income and ex-
pense” in the financial statements of previous years with a “state-
mant of comprahansive income”,

LBS absa re-assessed its accounting trestment of dwidends
from trust preferred securities. In line wath the clasification af
trust preferred securities as eguity nstruments, UBS recognizes
ligbilities for the full dividend payment obligation once & coupan
payment becomes mandatory, e, when it 5 trggered by a can-
traciually determined event. In the income staternent, the same
amount is reclasafied from net prafit attributable to LBS share-
holders to net profit attributable to non-controlling interests.

IFRS 8 Opevating Segments

Effective as of 1 larnuary 2009, UBS adopled IFRS 8 Operating
Segrments which replaced 145 14 Segment Reparting. Under the
raguirements of the new standard, UB5s axternal segmental
reparting is now based on the internal management reporting
10 the Group Executive Boasd {or the “chief ocperating decisan
maker”), which makes decsions on the allocation of resources
and assasses the performance of the reportable segments. Refer
ta itern 330 and Mate I far further details,

IFRS 7 {reviseal Financal instruments: Discigsures
Thas standand was revised in March 2009 when the International
Acoounting Standards Board (1A5B} published the amendment
“Improving Disclosures about Finandial Instruments*. Effective 1
January 2009, the amendment reguires enhanced disclosures
abaut fair value measuremenis and liquidity risk.

The enhanced fair value measurement disdosure requirsmants.
incude; a fair value hierarchy {.e. categorization of 2 financial
instruments into levels 1, 2 and 3 based an the relevant defini-
tionsl; sgnificant transfers between level 1 and level & reconcilia-
tion af leval 2 instruments at the beginning of the perad 1o the
anding balance {evel 3 maovemnent tabla); lavel 3 profit or loss for
paositicns still hald at balance sheat date; and sensitivity informa-
tion for the total postion of level 3 nstruments and the basis for
the cabeulation of such infarrmaticn.

The amended Bquidity risk disclosure requirements largety con-
firm the previcus rulas for providing maturity information for nan-
derivative financial liabilties, but amend the rules for providing
maturity informatien for derivatve financial liabilities,

IFRIC 16 Hedges of a Net Investment in & Foreign Jperation

IFRIC 16 was issued on 1 Ocober 2008 and became effective an
1 January 2009, IFRKC 16 provides guidance in identifying the for
eign currency risks that quakfy as a hadged risk in the hedge of a
net inestment in a foreign operation; where, within a group,
hedging instruments that are hedges of & net investment in a
fareign operation can be hebd to qualify for hedge accounting,
and how an antity should determine the amownts 10 be reclassi-

254/396

oOoOooodd



EDINETOOOO

00000000000 0O(E05852)

Mote 1 Summary of significant accounting policies (continued)

fied from equity to profit or lass for Doth the hedging mstrument
and the hedged stem. The mmpact of this interpretation on UBSS
finanaal staterments was irmmaterial.

(45 24 Redated Party Disclosires

In Wowember 2004, the 1458 amended W5 24 Related Rary Discle-
soves with latest possible effective date 1 Januasy 2011, UBS has
early adopted the revisad requirements in its annual financial state-
menis 2009, The revsed standard amends the dafinition of related
parties, in particular, the relafionship between UBS and associated
companies of VESS key management persennel or their chose family
members. Transactions between UBS and assooated companies of
LIES key management perscnnel over which UBS key management
personnel does nt have contral or joint conteol are no langes consid-
ered] related-party transactions, Due 1o the apphcation of the revsed
guidance, related party transactions declosed in Mate 22e of the an-
nual financial statements 2008 have been significantly reduced. Bal-
ances and movemeants of loans to related parties have been reduced
bry CHF &68 million & of 31 December 2008 and fees received for
services provded by UBS have been reduced oy CHE 17 milkon in
2008,

[FRS 2 Share-hased Peyment vesting Conditions and
Cancellations

On 1 Januwary 2008, UBS adopted an amendment 1o IFRS 2 Share-
based Payment: Visting Condilions and Cancellations and fully
restated the two comparative prior years. The amended standard
clarifies the definition of vesting conditions and the accaunting
treatment of cancellations. Wnder the amended standard, LIES is
required to distingush between vesting conditions (such as ser-
vice and performance conditions} and non-vesting conditions.

The amended standard no longer considers vesting conditions
to inchude certain non-compete provisions,

The impact of this change is that LBS compensation awards are
expensed over the penod that the emplovee 15 required 1o provde
active services in order to earm the award. Post-westing sale and
hedge restrictions and nan-vesting conditions are considered when
determining grant date fair value, The effect of the restatement on
the opening balance sheet at 1 lanuary 2006 was as follows: re-
duction of retained earnings by apgraximataly CHF 2.3 billion, in-
crease of share premium by spprocimately CHF 2.3 billizn, ncrease

of liabikties {nduding deferred tax kabalities) by apprommately CHF
0.5 billien, and increase of deferred tax assets by approximataly
CHF Q5 billicn. Met profit attributabde to UBS shareholders de-
clined by CHF 853 million in 2007 and by CHF 730 millicn in 2006,
Additional compensation expensas of CHF 797 million and CHF
516 milion were recognized in 2007 and 2006, respectively. These
additional campensation expenses include awards granted in 2008
for the performance year 2007 . The mpact of the restatement on
tatal equity as of 31 December 2007 was & decrease of CHF 366
milan. Retaned earnings as of 31 December 2007 decreased by
approximately CHF 2.9 biBan, shase premium mcreased by approx-
wrately CHF 3.5 ballion, liabilities (neludeng deferred tax liabilities)
increased by approximately CHF 0.6 billicn and deferred tax assets
ncreased by approximately CHE 0.2 bilkon. The restatement de-
creased basic and diluted earnings per share for the year ended
31 Decernber 2007 by CHF Q.40 each ang for the year ended
31 Decembser 2006 by CHF 0.33 and CHF 0.31, respectively. In or-
cler to provide com paratwe infonmation, these amaounts also reflact
the retrospective adjustments 1o shares outstanding in Z007 due
10 the capital increase and the share dwidend paid in 2008,

Thee additional compensation expense i atinbutable 1o the
acceleration of expenses related to share-based awards as well
as for certain altematve imestment wehicle awards and defermad
cash compensation awards which contain non-compete prowi-
sions ardd sale and hedge restnctions that no longer qualify &
westeng conditions under the amended standard.

Reclassificatons of finanoial Assefs

The International Accounting Standards Board pubdished an
amendment te International Accounting Standard 33 (A5 3%
Financial Instrurments: Recognittan and Messurement) on 13 Oc-
tober 2008, under which eligible finandal assats, subject to cer-
tan conditions b=ing met, may be reclassified aut of the Held for
trading categesy if the firm had the intent and ability to hedd them
far the foresesabbe future or until maturity.

Although the amendment could have been applied retrospec-
tivehy from 1 July 2008, UBS decided at the end of Octobar 2008
10 apgly the amendment with effect from 1 Ocieber 2008 foll -
ing an assessment of the implications on its finandal staterments,
Refer 1o Mote 296 for further details on reclassification of financial
assets.

9
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Mote 1 Summary of significant accounting policies (continued)

) International Financial Reporting Standards and Interpretations to be adopted in 2011 and later

Effective in 2011

Irprovenvents fo (FRSS 2010

In May 2000, the 1458 issued amendments to seven standands as
part af its annual improvements prajest. UES will adegat the im-
provements to IFRSs 2010 asof 1 January 2011. The amendments
will not have a material impact on LRSS finandal statemants,

[FRIC T4 Prepapments of & Mindmum F Liraing Meguuinanment

In Newember 2009, the 1458 ssued the amended IFRIC 14 The
Limit on a Defined Benefit Asset, Minimum Fundimg Require-
ments and their interaction, which itseff is an interpratation of 1A%
15 Employes Benefits. The amendment applies in the limited or-
curmstances when an entity is subgect to minimum funding re-
quirements and makes an early payment of contributions 1o cover
thosa requirements. The amendment permits an entity 1o treat
the benefit of such an early payment as an zsset. The amendment
is effective from 1 January 2011, Early application s perrmitted,
LIBS is reat affected by this amendment.

Effective in 2012 and later, if nat adopted early

IFES B Financal nstraments

In Mavermnber 2009, the LASE issued IFRS 9 Francal instruments,
which includes revised guidance on the classification and mea-
suremant of financial assets. In Octaber 2010, the [A5E updated
IFRS 2 1o include guidance on financial Babilities and derecogni-
tier of finandal mstrurments and amended IFRS 7 1o indude des-
closures about transferred finandal assets. The publication of IFAS
9 reprasents the completion of the first part of a multi-stage proj-
ect to replace |A% 39 Anancial instruments: recognition and mea-
SUremnant.

The standard requwes all financial assets 1o be classified on the
bass of the entitys business medel for managing the finandal
assets, and the contractual cash flow characteristics of the finan-
cial asset. A fingncial asset is accounted fior at amortized <ost anly
if the fallewing critera are met: {a) the ocbhjective af the business
madel i5 1 hald the financial asset for the colection of the can-
tractual cash flows, and (b) the contractuad cash flows under the
instrement solely represent payments of princpal and interest, I
& financial asset meets the citeria 1o be measured a1 amortized
coal, it <an be designated at fas value through prafit or kass under
the fair walue option, if doing so would significantly reduce or
eliminate an accounting msmatch, Non-traded equety nstru-
menits may ke accounted for at fas value through other compee-
hensive incarme (OCIE. Such designation & available on initial rec
ogrition en an instrumeni-by-instrument basis and & imevecable.

252

Thers is na subsequent recycling of realized gains or koesas from
O 1o prafit ar loss, All other financial assets are measured at fair
walue throwah profit o lass,

Thee accounting and presemtation for financal liabilities and for
derecogrution of financdal instruments has been transfered from
1A% 3% fnancial instrumenis: Recogrition and measurement 1o
IFRS 9. The guidance & unchanged with ane exception: fhe ac-
counting far financeal liabdties designated at fair value throwegh
profit er kass. The requiremants in |45 33 reganding the dassifica-
tion and measurement of financial liabilties have been retained,
induding the related applcation and implementation guidance.
The two existing measurement categonas for financial liabilities
rermain urchanged. The oriteria for dessgnating a financial liakslity
at fair value throwgh profit or less sl rerain unchanged. For fi-
nancial liabilties designated at fair value through profit or loss,
changas in fair value due to changes in an entity's own oedit risk
are dwectly recognized in OC) sstead of in profit and loss. These
15 e subseguent recychng of realized gains o kassas from OC o
prafit or loss. For financal Labilitses that are required 1o be mea-
sured at fair value through profit or boss, ie., 2l dervatives and
trading portfalic lisbilites, a8 fair value mavements wall continus
10 be recagnized & profit and ks,

LIBS 15 currently assessing the impact of the new standard on
its financial statements. The efactive date for mandatory adop-
tion is 1 January 2013, with early adoption permitted, The IFRS ¥
amendments are applicable for annual accounting periods begin-
ning an or after 1 July 2011, UBS did not early adopt FRS 3 far
the year ended 31 December 2010

Amendments to A5 1.7 ircome Taxes

In Dacember 2070, the 1ASE issued amendments o 145 12 (ncome
Taxes to danfy guidance related to the measurement of deferned
taxes. 145 12 requiras an entity to measure the deferred tax related
to an asset based on whether the entity expects to recover the
camying amaunt of the assat principally through use or sale, The
guidance establishes a rebuttable presumption that recovery of
the carmying amaunt will namally be through sale. As @ result of
the armendmants, SIC-21, ncome Txes — Recowvery of Gevalued
Nan-Deprecizble Assets, would no longer apply fo invesiment
properties carried at fair value, The amendments pravids a practi-
cal approach for measuring defarmed tax liabilites and deferred tax
assets when investment property 15 measured usng the fair valus
model. The amendments also inconpaorate the gusdance contained
N SIC-21, which is now withdrawn. The amendments are effactive
far annuzl periods beginning an or after 1 January 2012, with
early adoption permitted. UBS is curmently assessing the impact of
the revised standasd on its financial statements.
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Mote 2a Segment reporting

LES AG is the parent caompany of the LIBS Growp (Group). The op-
erational structure of the Group comprises the Conporate Center and
four business dwsions: Wealth Managernent & Swes Bank, Wealth
Management Americas, Global Asset Management and the Inwest-
ment Bank, in 2010, for the purpose of sagment reparting, the busi-
ress division Wiealth Management & Swiss Bank was split into Do
separate reportable segments, namely Wealth Management and
Fetail & Corporate. As & result of the split, UBS now presents five
reportable sagments compared with only four reportable segments
in 2009, The Conparate Center mcludes all corporate functions, elim-
inaticn items as well as the remaining industrial holdings activties
and 15 not consdered a busness segrment. The “Conporate Center™
column of the table in MNote 23 “Segment reporting” has been re-
named “Treasury activities and other corporata items”. Refar to Mate
12) 33} "Segment reporting” for more detalls,

Wealth Management & Swiss Bank

Wealth Managemant & Swiss Bank foruses on delivenng compre-
hensive financial senvices to hegh ret wosth and ulira high ret
wrth individuals arcund the word — except to those sarved by
‘Wealth Manazgement Americas — as well as private and corporate
clients in Switzerland. Qur Wealth Management business unit
provedes clients in over 40 countries, includng switzerdand, with
finanaal advice, products and tools ta fit their indwidual needs,
Cur Retal B Corpedate business unil provdes indwidual and busi-
ness dients with an array of banking services, such as depasits
and lending, and maintainz a leading position across its client seg-
rents in Swaizerand.

Wealth Management Americas
Waalth hanagement Americas provides advice-based sohutions

throwgh financial advisors who delver a fully integrated set of
progucts and services speafically desigred to address the needs

EDINETOOOO
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of witra high net wioeth, high met werth and core affluent individu-
als and famalies. It mcludes the dormestic United States businass
{fealth Management US}, the domestic Canadian business and
international business booked in the United States.

Global Asset Management

Global Asset Management is a large-scale asset manager with
businessas diversified across regions, capabdities and distribution
channels, It offers wvestment capabilities and stydes across all
major raditional and alternative asset dasses including equities,
fixed incame, currendy, hadge fund, real estate and infrastructune
that can also be combined into multi-asset strategies. The fund
senices unit provides legal fund set-up and accounting and re-
portng for retall and institutional funds.

Investment Bank

The Inwestment Bank provides securities and other finanoal prod-
ucts and research i equities, fxed incarme, rates, foseign exchange
arwd commedities. It also provides advisory services and acoess 1o
the world's capital markets for corporate and institutional clients,
sovereign and governmental bodses, financial intermediaries, al-
ternativie asset managers and praate investons.

Corporate Center

The Cerporate Center prowides and manages suppart and control
functians far the Group in aneas such as sk contred, finance, legal
and compliance, funding, capetal and balance sheet manage-
ment, management of non-trading risk, communication and
branding, human resources, information technolegy, real estate,
procurement, corporate development and service cantres. Most
costs and personmel of the Corporate Center are allocated 1o the
[usiness dwisians.

293
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Financial information
Metes to the consolidated financial staterments

Mote 2a Segment reporting (continued)

Trarzactions between the reportable segments are carried out at internally agraed rates or at arm's kength and are reflected in the
performance of each sagment, Revenue-sharing agreements are used 1o allocate extarnal client revenwss fo a segment and cost-
allacation agreements are used 1o allocate shared costs between the segmants.
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Rk CHF AN e, Treasry ivitiens s othes cospotne ibervs (0 (16) milion, The tolali ple-segrme it resepues ki e Gaowp.ase immatesel os e ra josty of Lhe sevene ae slocated aams Uhe buines diviiom
By maans ol severmpe-dharing agieements Aebe 0 "Noe 18 Reciganinetions and diseriabs” ol uther infommstion o Dhe impact on perforrancs before tae of restudtuning changes, aadns Tate 17 Pl valoe of
fnapcial instrumeels” for futhe: infoenation omthe alication of own Ceed il chiges to the insstment Bk 3 Refir o "ot 16 Goodel aad intangibe psssts™ b1 Turther information reganding goodwdl and other
inparugible gty by Sosiress diin. s Aeber 10 "Note 1 Serersy of sigaificant accouating policke” e o infterration on Uhe alkcation o abditions | Corporate Cmbet (osts b baridais dhasions iom 1010 on-
wiids 5 The sepment assety e hased on o thindpaty view, Le the smounts do oot indude inbe-compary halanoes
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Mote 2a Segment reporting (continued)

Tranzactions betwaen the reporiable sagments are carmed out at intemally agreed rates or at aam's length and are reflecied in the per-
farmange af each segment, Revenue-sharing agreements are used to allocate external client revenues to a segment and gost-allocation
agreaments are used 1o allocate shared casts between the segments.

Weak Traasury acivities
‘Wiralih anegement & Mmagement obal dsset and oither
it Bask Americe Menagemest  Imostment Bask  ooeporale iless {1]:51
Weglth Felal &

CHF mAlion Manajement Conpoiaie
For the year ended 31 Decamber 2008
Hat intesest | noome 1553 2581 B30 z N (1.22% (2013
- istanest ingome 5.574 1415 4,745 2134 2451 1613 17987
g’ ] 409 5,585 P 433 i 20433
Cradit kyss (eapense)/ ragmerny 43 {178 3 Q 11,656 15F 11830
Taadl operating iscame TATL ENAE] 5,550 2,037 3135 jom 22801
Persneel eeparies 1360 153 4,231 5% 5568 551 1,543
Goserel and adminirative pepesses 1,182 855 1y 387 LGB 158 ¥
Serates foaom other bissiness disions &9 {5188 4 {741 L 306 o
Deprecation of propery and e ipment 154 135 172 ] o 153 1543
Impairmrest of qoodwil’ o 0 2] EL o 0 1123
Amprizatien of intaegible assels’ &7 Q 62 13 53 o 00
Tondl operating eegenses’ 5191 2,289 5.518 1,688 9,24 1350 25,162
Performance from continuing
aparations befare fax 280 1528 32 LE] (BB} (&0} (2.561)
Parformance from discantinued
aperations befare tax [ 1] a a L] 0] m
Performance befare tas 280 18329 krs 458 |B,CE1) [BET) [2,565)
e S i
Y ol ot e e T p
et prafit {2,135)
Additional information®
e Sy i B S T e e
s e e 5 “ W PR oo S e
1 Irepeiements of finaroel mvestments sea et for-sale for the e saces 31 D WS were t & St Bank CHF 1 58 mollion; G obal feset Maregerment CHF 20 milion; irvestment:

Bank CHF 143 miborg freasary adhies and ot hey cosporzie Reme CHE 19 milion. 'Ilemlllﬂ-um mnhhhﬁﬂ“ﬂﬂl:nmmdﬁzmnm s e busines dwtsiors
nmnnfman:—d'mmm 1 Refer bo “Mote b6 Goodwill nd iaegible pmets™ for fakher informason regardeg goodwill and ofer istzngibls pwets by beseess dviion. 3 Seber to ®habe 1 Sum-

mary of g q poiices” fr moee e pn the alocation o add boral Cosporete Cenber cosis to besress dsore fom 3010 ormards.  « Tae segment amsets are based on 2 thind-pary wew, Le.
H‘ummdnwt!ﬂ.dehﬂwmm
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Financial information
MWetes to the consolidated financial staterments

Mote 2a Segment reporting (continued)

Tranzactions betwaen the reporiable sagments are carmed out at intemally agreed rates or at aam's length and are reflecied in the per-
farmange af each segment, Revenue-sharing agreements are used to allocate external client revenues to a segment and gost-allocation
agreaments are used 1o allocate shared casts between the segments.

Weak Traasury acivities
‘Wiralih anegement & Mmagement obal dsset and oither
i Back Ameice Menagemest  Imostment Bask  covporale jtesy [1]:39
Wedth Fepail B

CHF mAlion Manajement Conpoiaie
For the year ended 31 Decamber 7008
Hat intesest | noome e 3,207 938 ] oneor (2375} 596
- istanest ingome B.#S 1.4 5,340 196 (23,8081 i1 {2,200
g’ 10,562 a1 6,278 1905 (eI 558 Elri-Td
Cradit kyss (eapense)/ ragmerny [ (4 [Esl] Q (25751 ] {2.955)
Taadl operating iscame 10,114 A7 6,249 904 {24375 554 TG
Persneel eeparies ] 1927 4271 5 5182 43 1,51
Geseral and adminstrative egesses 357 933 2,558 a5z 3E0 353 W.456
Serates foaom other bissiness disions £l (452 15 BB a 73 o
Deprecation of propery and e ipment 131 14z 162 W . 165 1241
mpimest of goseuil v 0 0 0 L v 1
Amprizatien of intaegible assels i3 Q 65 33 a3 o 213
Tondl operating eepenses’ 6833 2,524 AT 1,572 9,525 % 28,535
Performance from continuing
aparatians befare tax 3531 2,382 B23) 1,333 134,300} L] {27,758)
Parformance from discantinued
aperations befare tax [ 1] a a L] 124 158
Performance befare tas 3831 2,382 {B23) 1,333 134, 300} Fakd (£7,560)
g L
Y ol ot e e T !
et prafit 1230, 734}
Additional information”
e e i e g e e S
s oo e “ e m wa v e
1 Impatiments of finandal ivestments sved abbe-for-sale for the wer epded 31 Ceoember 2008 were a5 follows: Weath ba B Saris Bank CHF 19 mil borcWea th Mzragement fmerices CHE 1 milion; Glozal

Szt Waregement O+ 22 mithor; | reestment Sank O4F 120 mibon; Ty scivities and other cosponee Rere CHF 40 . The toizl i pieraegment ssvenues for the Group are mmaterel 2= te mejorty of the
mevenues are 2 bocabed acroes the bysves diviions by means of reverueshang sgreements. 2 Refer o “Note 1 Sermary of sgnifcam scounbeg paboe” for more informetion on the allocetion of edditional
Corpaibe Cemter costs bo basness dresions fom 2010 orwerds. 1 Tz seqrent assets are besed on & thisd-party wem, L= the amcents do not ind e inbe-oompany belarces
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Financial information
Metes to the consolidated financial staterments

Income statement notes

MNote 3 Met interest and trading income

Accounting standards require separate deckasure of Net interest
incoime and Net trading income {see the tables on this and the naxt
peael This required dischosure, however, does not fake nio ac-
count that net interest and trading incosme are generated by a
ranvge of different businesses. In many cases, a partcular business
can generate both mterest and trading income. Fxed incame trad-
ing activity, for example, generates both trading profits and cou-
pon income, LIBS considers it fo be mare meaningful to analyze net
inmerest and trading income accordng 1o the businesses that drive

EDINETOOOO

00000000000 0O(E05852)

it. The second table below (Breakdown by businessas) prowdes in-
formation that corresponds to this view: Met income from trading
businesses inchedes bath interest and trading incame generated by
the Investrment Bank, including its landing actvities, and trading
incoame generated by the ather business divisions, Net income from
interest mangsn businesas comprses interest incame fram the lean
portfolios of Wealth Management & Swiss Bank and Wealth Man-
agement Americas; Met income from treasury activities and other
reflects all income from the Group's centrabzed treasury function,

Fou thea e endad % change from
CHE milion 31,1210 31,1508 a1,1208 EARFE ]
Mat interast and trading incoma
MRLIIE I oo oo N, S B “
Mat trading incama 7471 [424) {25204
Tatal nat interest and trading incoeme 13,688 6122 o228 134
Braakdown by businasses
Mt noome o redngBUIOERE e T s i faramy
Mt coma from el TRRINBUITRRE. ] He LA S i
el income from freasury activitias and othes 155 e 1414 1%
Tatal nat intarest and trading income 13,686 6132 ez 134

Mt interast inooma?®

18,872

24
12,857 17008 59647 (6]

£.215 G445 5500 )

1 Inchudess e nding actisities of e Inesiment Eank. :mmmmufmﬁmmg
oome o mpaies loers and advances of CHF 37 milben foe 2000, CHF 66 welion Jor 2009 apd CHF A2 millon foe 03, & Inciodes imerest income on cash colizie oyl eosmatles on Seriess: msinments and netinier-

et income on SR 5 nchudes inie e expense on o coliriesl pn bles on derivetive |RsumeTe.

258

Lt 10 PN 5907200 |nie st e sk on Aorcign cenency lears and deposits. 1 Inciues inieess
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Mote 3 Net interest and trading income (continued)

For the pear endad % changs from
EHE mation IMA210 YR FA ] 11208 210248
Mt trading income'
“‘“"“"’“‘“‘1"’"“ ................ #
............... "
s ¢ fasras) from Branclal arrats darignared ar & ke 2
gaing laera) fram Granaa! Gabiwar dengrared af G value’ 1 s a5
1 Rl 0 thibable “Mat inberet and tading income™ mm.mu:.;phmum. Te: from b faran b R0 ding Imsodt: 1 Mainky conestes of gains
a3 lesars fom Foreign xchange ard et tiadng lscame bam teansy adhte r.ur.:u|mmgmaum“mmgammmmmmamnmm“m

changs in fair vake ks akso nepoiosd [n et rading For ma# brhaimation on o ek el o " Nobe 37 Fair sl ee ol finasdal reeme ms”

Significant impacts on net trading intome

Nt frading ircome in 201 0incuded 2 gain of CHE 0.7 bilkan from optien to acquire the SMNE StabFund's equity (CHF 0.1 billkon gain

crecit valuabon  adpustments for monoline credit pratection = 2009)

{CHF 08 kallion kos in 20090 2010 Mer rading ircame ake = Refer to the "Risk management and control” section of this

induded a gain of CHF 0.7 billion from the valuation of UBS: report for more information on exposure to monalines and the
aption to acquire equity of the SNB Stabfund

Mate 4 Met fes and commission incomae

For 6 yoar andad % change fiom
CHF oo 31210 EARFT: ] 311208 31308
ity mdewbng e 1157 1590
Dbt usderwritng fees 758 ]
Tirtal undarwriting fees 1,912 2,385
Mk and corporie financs fras 857 Be1
Brohnw.fas.‘ .................................................. F o
3,888 4,000
5,955 5,863
Insuranca-retated asd athar feas 361 M4
Wﬂmll:mmdmm#ﬂtrﬁﬂ 1L91E 18,794
448 EE-]
BSD HrE
Total fee and commissian income 19,216 g
Brokesze feas paid' 1,083 1,231
e wes e
Tiotal fag and commission axpanse 2,057 -]
Nat fen and commiission income 17,160 1712
St LR e e
112 I0M0, S5 coneced the amoums peesnied i presious perods on the Bres Sokeage fees Biobmage fees paid, Dther and it bioketage fees. Amoents piedousty d soosed Bawe been decerad o fobows:
Baoterage fees by CHF 817 millian and CHF 1,059 millen i the paes exded 31 05 and 31 Decamiser J008 ek fee= paid by CHF $17 million a0 CHF 559 milkon Jo the year eaded
30 Decembe: 7009 and 31 December 2003 sspectisely; (b and Ket fioes by CHF 300 million and CHF 850 milion kot the yeaes eaded 31 Decermber 2009 and 31 Decerizer 2008 respoctively. The bataks of

Kot foz and Income and Mot profic UE5 sharehaiders are aot atened by this condion

9%
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For the pear endad % changs from
31,12.90 3.0308 EYREL: ] EYRFY: -]
19
143
- B W e o
ksl [ECETN a0k k)
{Er] [FEE]] 413
.............. oA SO i
................ B e
E50 612 124 3
‘fatal othar incoma 1,214 pic] £5 103

1 Inciues: fawsion escha nge amounts redaslied fom equity upon disaeal oo Seoomsalidation of sbsidiases 2009 nchded 2 ks of CHF 492 milion on the sale of UES Fazial 2 nchided in 2010 is.a gain of
CHF N0 million from the sabke of Ivesments |k asooaies owing ofios szaoe i Mew Tk :Iﬂmaq:hdmtﬂmnhhﬂqﬂdlﬂs’s“mhﬂltdﬂh 4 Indues
imzaimenis for 2 phabal eeal estabe fundl of CHF 155 million, Asian det umens of CHF BS millon and grae equity insesmens of CHF 55 millon. = indufes nee et reoebsd 110m thind paries and ne
apemting rapeses o inchudes snalized and smiied gains fom at fai sl and wmfn 7 Indudes e I-unq:mndmumnmunulcursurrlmhmu
andlal CHF 205 million i 2009, :rummnmgmdul|5ar-c-l-mmm-:umhMM|Mapﬁdmmm|mhmmd‘nhmmmdum

Hote 5 Personnel expenses

For e year andad

ot 31,1210 3020

7033 1382

""""" ] 4,082 1809

......... - 1 e

"""" bE? s

........ i i

"""" 0 724 e

B | 2667 243 :

Other persan rel axpsamas’ 1,047 1027 1,488 Fi
Tatal perscnel saperses 16,520 16,545 16,262 1

1 In T10, LES ad jred b amoues presenied [ Beeaces poriogs on the b Dher peesonel eperers 0 align the presentation wich the new definkion by FIN kLo of varable compereaion. Amounts gervdcusty o

ciosed rder Dbt pursaned epores

Varlabie compeasation = othit = Raring 3010, UBS peesnts the pension oo rtkabed 10 Cosh Sonis in Feasion and othe

haw been deoeased by CHF 643 million for the ysar ended 31 Droember 2009 and OF 102 million for the year ended 31 Decemiber 2008, with 3 comesporeding inoease in

Bercl PrevioiEsly tharss amaants sene 1Bpores ender 5003 | s

1. i pirkos amounts v been acjis accodnoly as folees: by CHF AT rilion for the year enckat 31 Decemibar 2009 ane by CHF 4G millon orthe year endie 31 Decentes 2008 3 Fisancal acktsor com

peTttion conis of grid-Sased compensation boe

by fimancial advisrs and

cakulabed Basd on faancal ahisor prodedin, fim e

ugplemmental compernsaon
ane ot satables. k abic Fokedes c0Z5 ebted 12 COMpEnSation comPAMET.s ard ackd hoes giames b Nancal adkots at 59 s of IIUETIE, which anE sibpect 20 veating ILiseTRnES

MNote 7 General and administrative expenses

Four the pear endad
3.12.09

% changa from
11308 EJRFL: ]
516 13
5 (an

A
1,252

g7 kiF] B4 58

‘MIIEI and administrathee Ll

5,385 i 148

1 Inchedes Rigation Firer 1o Motz 21 Pros siors and contingent kasdities”.
clirts and CHF 917 milion ba connsction with UBS U5 oo bonder cez.

ano
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Mote 8 Earnings per share (EPS) and shares outstanding

# of o for e year endad % changs from
EVREFRT] EIRFL] 11,1208 EYRFR: ]
Easic aamnings [CHF million)
Mot proflt atiibotabla to UBS starahieldets s o L S I {2
O e A L {14424
1 [17] 150
............... M ame
(21 151 (28} 0
................ @ amn
................ wun U ana e
1 (7] 150
Waighted average shares cutstanding
‘isighted mwerage shares nutsianding for basic B 3,788,732, 522 561,084 166 2.790,003.000 4
Portentially dilutive ordinary shares reselfing fom ureested sechangeah b shams,
n-th e-money opfions and warmnts outstanding' 48 564 111 754 S 1,851,556
‘izighted average shares outstanding for dilited EPS 3,838,332 049 3661,821,214 2,793, 174 654 5
Poiential cedinary shares fom usesercised employes shares and m-the-money opfiones
ol cossidered dus 1o the enti-diuthe eflect 0 I, 166,373 27,5000 6. 1100
Earnings per share (CHF)
Basic 1.99 (2.75] (763}
om poslinuing cperations 159 .74l (T a8k
o= decostinued operations. 000 Qog Q05
Diluted 1.56 0751 (783}
ko= tostinuing eperalicns 1.96 .74 (765}
o dicasSinued operations 000 000 005
Shares cutstanding
Ordinary share jieed 3,B30,840,513 3.558,112753 2,930 580,545 -]
Tregury shares BaERMm 37,553,872 G61,902.120 4
Shared gililasdisg 3,791,948 482 3,520,558 281 2ETOETT A ]
Ratraipettive adfuesa=est b capilal inoeas’ 23,252 487
Mandatary convertitle noles asd sachasgeabie dhares! 580,261 273,264 461 505,547 748 1100
Shares pulslasdisg lor EFS 3,792,528, 743 3,793,823 342 3,496,477 653 Q

1 Tt equivaieel shases ulsbanding o out-sHhe-money oplore Tal were fol dilutiee Bt the rispedtie: pedo Bl could poteatidly dilite sasaings per shae in the fulue meee M1, 100 RS, 160915585 and
B3, 263350 For Whe vmars erckd X Degerber 010, 31 Deommber 00980d 11 Decernber HIOE sspedtiasy S sdditicral 100 mi bon ordirary shaies | “contngent, shiie Baae® | related b the SHE T it ion mes
ac dibaliee fof Al periodd bk could polertis by it sarmings pet hare iy the Iiure. 2 Shaiss oulsband ing inceairied by (L8115 de b the capltal iciease in 2000 3 31 Decernber 1009 ded 31 Detenbe: 208
ke 2TTES) 05 shaie ki the maredaney cometibhe nole s ed 5o bwo irestar in March T8, 30 Detembel 20080 incudes 132 22590 3 shares For the mand itody conmeiiibis notes Biue] 10 the Sakia Con-
Senkratinn in Desceraber 2003, Al other nurebits BBred o eakanguatic thars

M
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Balance sheel noles: assels

Mote %a Due from banks and leans (held at amortized cost)
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CHF milicn EAR AL 31209
By type of axposure
Basks, ginss BRIAL: MEETE
Abgwance for aadt pses (24} (33
Mt due fsom banks 17,133 BT
N nemualrrmpqes A 121,031
 Commarial moitzages 0362 ram
____(ulmtamurmmdluars __________ 8,710 00EET
Seourithes’ 292 .37
stal 263 964 269,124
Mgenetcmdtlemss {1,087} i25i2)
of which: selated o racunitler! {273} {175
Nt Inass 262877 66 ATT
Met due fram banks and loaes (held at amortzed oosth 260,010 83,81
By geagraphical reglan (hased on the location of the borrower)
Iimdaed 153580
Unbed Fingdam 98
RestofBuwsmpe 25,70
Unkeddtts 0,520
AR s 134559
Rast of e weneld 20,759
sewEl 209,969
Abgwance for aadt |gsses {26800
Mt dus fram banks, Ioaes (held at amortized oost) aed loans designated at fair walue? B3I 187,589
By type of collateral
seuedbpeslestie Mg W27
Colmedbysennities w65 0453
Srabesandothercolatedl mEw 3439
Unsacused 62,523 GRA50
SRR Wz 09969
Abgwance for aedt |gsses 1,111} {25800
Mt due fram banks, Ioaes (held at amortized oost) aed loans designated at fair value? B3I 187588

1on il mmmummmmm:aMmmmmumummmaummlmn-mmmmmumuumﬂr 1.5 blen

W

31 Dpcemvibar D001 aned CHF T Blian ARS g oquined Tizm diencs (CHF 8.0 bilien on 31 Decomber 10091 Th

andl other neckesfed seceries m CHF B3 million GCHF 0 milion o 31 December 200, srpedisly
31 Decerrber 3009, Fur forther deealbs sefer o “Heee 17 Francial sets desigaaed at far sl

anz
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MNote 9b Allowances and provisions for credit losses

Spacific
allowance: and Callective laan
EHF million provisions  losx allowanoes Tatal 31.12.10 Total 21,1209
Balance at the beginning of te year 2,71 44 2820 3070
Viile-oi (1,808) e 1,505} {2048
byt o S it &
rvereimin ffdcresrin] i csachl e lbowen e, il proviions seeognined in the incorrs sastement &7 - I & 1832
i S g Wil
Feanuign coreency inslatios and nther arfuasests (T8 o [173) an
Balance &t the emd of the year 1,238" 47 1,287 2810
Spaific
allowarces and  Collective laan
EHE mation prawisions loss allowances Fatal 31.12.10 Total 31,1208
smandicimofdmomtanis Mo, O i, W e
pramdiciom ot s e SO bR .. S Lot
45 & mdction of seowibes bomowed 46 a 51
Subactal 1,108 47 FRE
thar liakilitias sl asad fo proviore for cossngent daims 130 a o]
‘Tatal allowances and provisions for credit losses 1,239 47 2830

1CHEF 54 milhion B relaned o0 rechasslied aiers (curities and other amecs on 31 Decermber 2010 and CHF

B0 reillion o 31 Deceraber 2009,

Mote 10 Cash collateral on securities barrowed and lent, reverse repurchase and repurchase agreements, and derivative

instruments

The Group enters into collaterakized reverse repurchase and repur-
chase agrearmnents, secusities Dorrowing and secunites lendeg
transactions and derivative transactions that may result in credit
exposure in the event that the counterparty to the transaction is
unabke to fulfill itz contractual abligations. The Group controls

Balance sheat assets

credit nsk asseciated with these activities by monitoring counter-
party credin exposure and collateral valses on a daily basis and
requinng additonal collateral to be deposited with or returned to
the Group when deemed necessary.

Cash caollateral Cash collataral
Cazxh coillateral Reverse receivables Revera mecoivaties
6 seurities repunchass of derivative  Cadl colaleral ah reparchiie % derivalies
borrowed agresmants Instruments  sequrities borgwed agreements I s
EHE mation 12,00 N.12.10 3.12.10 ERRFA ] 312 0% EiR ]
Bycounterparly :
Banks 0,302 91,788 20,230 17143 Toh et
Cissomens 47,153 51,002 17,841 164 45638 PRl ]
Tatal &2,454 142,780 38,071 A% 507 116885 53,714
— —
Balance sheet liabilities
Cash callateral Caeh ool
payables paacles
Cash collateral an Repurchaze an derfvative (o colateral on Repercham on cereatie
securities lent Bfreements Instrumests securilied ke ) i
CHE mAlen #1310 1310 31,1390 AR Jznw Jzee
By counterparty R
Ranies 5820 78,201 34,830 T68 6,167 32932
Cirstamens LEL 46,585 23,5584 27 3E003 33165
Tatal 5651 74,796 50,534 7,995 54,175 G087
203
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Financial information
Metes to the consolidated financial staterments

Mote 12 Financial assets designated at fair value

EDINETOOOO
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311210 E1RF ]

Total financial assets designated at fair value

The maximum exposure to credit koss of all items in the above
tabde i equal to the fair value except CHF 856 million as of 31 De-
comber 2010 and CHF 240 million a5 of 21 Decermnber 2009 re-
partad in Other financial assets which are generally comprised of
aquity immestments that are not deractly exposed to oradit risk. The
maximum expesure 1o credit loss as of 31 December 2010 and

21 December 2009 is mitigated by collateral of CHF 2,923 millicn
and CHF 4,845 million, respectively,

The ameunt by wihich credit dervatives or similar instruments
matigate the mammurm exposure to cradit kass of loans and struc-
tured loans designated at fair value is a5 follows:

CHF milior 31.12.10 mizoe
Motional amoent of lbass azd struciueed lbass 4,078 4,204

e e e ot
e e e e e o ey
Additional Information

Cumelatoe Fo= iscezénn
Fonr the pear ended until the yesr ended

CHF roilint MAzA0 .02 A0 I.1z09
e n e e s = G iz
Chasge in fair value of ceedit derhatives asd similar nstuments wiich mitkgaie the madmem
Roepasuse o credit boss of Inans and swecterad Inans desgnaked at far vakie® (541 1428 (5] 20

1 Credt derhatives coriads ind e et delauk swaps, tofal refum swazs, and s mily Thess aie g g Ched it ik when UBS has a ine cied i eoqeasune oo the 0od Rie party, s ich has
ot pitwnwiss beon cobmeslied. 3 Cument and cama btk changes i the lairalee ol lars mbii-d'l.'s In‘their ced i sk are only caboulane o those |oans owsianding on the B3 bnce shoet Saie: Cus
Tent and camabithe changes |ncve fair vakse of medt derkiees hedging Sadh koans ind e 1l the dedvathses which hove: been psed to mitigate the credit rhsk of these ioans sincr Srsignation & fair valee. For loans
reprted undees thee fair val e option, chamges in fair slue Suetochanges in the medt Sanding of the bomowe ae SNy y ook ki alxained from indey TR KR SOUNCES.
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Metes to the consolidated financial staterments

MNote 14 Investments in associates

CHE milicn 31,1210 EIRED:
Carrgng amount af e baginning of the year

Carrying amount at the and of the year f100]

Significant assodated companies of the Group had the following balance sheet and income statement totals on an aggregated basis,
not adjusted for the Group's proportionate interest. Refer to "Note 34 Significant subsidiaries and assodiates”.

kAR R EAR Y]
............................................. g3 A
4,381 3248
.............................................. tpi i
................................................. e e
Mote 15 Property and equipment
At hastorical cost less accumulated deprecation
T, safiwase
-4 sed (L= T asdggee  Other machises Fripects
prparties. improvements menication  and equipmeat in pgesss 31210 i
O aam 2207 4150 w2
...... 33 * 1m # -
...... D D Ij D -
_______ (36} [ECl] 1188 T8
_______ (504 21 04 L
________ (55} (] 1237 N
4:n 2831 4003 17846
"""" 5417 218 L] 148
15 EL:] 12
(2ECh 1183 6]
= (a fiody
i ey (20} a
Balance i the end of the year 2008 ELrL] 518 0 11,5895 11,740
It bock valug at the end of the year® 37713 227 an 152 3 5373 096
1 Inclusies wribe-obs of fu by depreciaied amets. 2 I 20000, amoenis. indwfe CHF § millon impaisments of e psed propety, CHF 40 milion inp ol ezl i and CHF | i ba i of
T, sokbware and commenication. 3 Fae insaance alue of popey and sguizment b5 CHF 13, 41 milion |3008 CHF 13,800 miloa.
Investment properties at fair value
EHF malion IAzA0 Hizoe
Balance at the beginning of e year 215
[i]
o
£
0
[
Balance at the end of the year 116

ane
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MNote 16 Goodwill and intangible assets
Introduction

As af 31 Decembear 2010, the fellowang four segrments carmad
goodwill: Yealth Management {CHF 1.4 billion), Wealth Manage-
ment Amiericas (CHF 3.2 billion), Global Asset Managermeant {CHF
1.4 billiony, and Investment Bank (CHF 2.0 Billiong, For the pur-
pose of testing gocdwall for impainmeant, UBS consders the sag-
ments & reported in Mote Za as separate cash-generating wnits,
and determings the recoverable amount of a segment an the ba-
56 0f value in use.

s of 31 December 2010, eguity attributable to UBS sharefhold-
ers s1ood at CHF 47 billion, up fram CHF 41 billien as of 31 De-
cember 2009, UBSS market capitalization was approximately CHF
59 bilkon &s of 31 December 2010 compared with CHF 57 billion
&5 of 31 Decernber 2009, On the bass of the impairment testing
methodokogy described below, LBS conchuded that the year-and
2010 balances of goodwill allocated to its segments remain recoy-
erable.

Methodalegy for goadwill impairment testing

The recowerable amount is determined using a dscounted cash
flowew mocied, which uses inguts that consider features of the bank-
ing business and its regulatory emwiroimment, The recoverable
amaunt is cabculated by estimating streams of sarmings available
to sharehaldars aver the next five years, disconted 1o thes pres-
ent values. The terminal value reflecting 2l periods beyond the
fifth year is calculated on the bass of the forecast of fifth-year
prodit, the cost of equity and the long-term grawth rate, For the
2010 test, the discownt rates and long-term growth rates wsed te
calculate the presant values of the cash-generating units remainad
unchanged. The recoverable amount of a segment is the sum of
discounted earnings available to sharshalders fram the first five
indwvidually forecast wears and the terminal value.

Discount and growth rates

EDINETOOOO

00000000000 0O(E05852)

The carrying amownt for each segmant is determined by refes
ence 1o the Equity Attrioution frameweark. Within this frarmewark,
which is described in the Treasury management saction of this
repart, management attributes equity to the businesses after con-
sidening their risk exposure, assat sze, goodwill and intangikbks
assets, Until the end of 2002, the carrying amaunt for each seg-
el was determined by a rell-forward of the histerie carmang
amount. The change in methodology for determining the carmying
ameunt of the cash-generating wnits from the rol-forward ap-
proach 1o the Equity Attribution framework was made in 2010 &
the prncdples underlying the Equity Attribution framewark were
approved by the Board of Dwectars during the year. Moreaver, the
framework became embedded in the Bank for purposes of mea-
suring the performance of each of its businesses, This new meth-
odelogy is aligned with the 2010 business planning process, the
inputs from which are used incakiulating the recoverable amounts
of the respective cash-generating units.

Assumptions

The model wsad to determune the recoverable amount is most
sansitive to changas in the forecast earmings avadable to share-
halders in years one to five, the cost of equity and 1o changes in
thee long-term groawth rate, The appbed lomg-termn growth rate i
[based on real grawth rates and expected inflaticn. Earnings avail-
able te sharehalders are estimated on the bass of farecast results,
which take into acoount business initiatives and planned capital
investments, Waluation parameters used within the Growp's im-
parment st model are Bnked to extemal market information,
where applicable. Managerment believes that reasonable changes.
in key assumptions used to determing the recoverable amounts of
all segments will not result in an impainmendt situation,

[Descoent ries
31208

L 1u] 31210
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Mote 16 Goodwill and intangible assets (continued)
Investment Bank/Wealth Management Amaricas

As o prics years, the assessment of the geodwill of the Invest-
ment Bank andWeatth Management Americas continued to be a
facus, bn its review of the yearend 2010 goodwill balance, LBS
consicered the performance outook of its Investment Bank and
Wealth Management Amencas businass divisions and tha under-
lyimg business operations to resolve whether the recoverable
amaunts for these units cover their camying amaounts, based on
the methedology described abowe, On this bass, LBES concluded
that goodwill allocated to the Invesiment Bank and Weakth Man-
agement AMmericas remains recoverable an 31 December 2010,
The conclusion was reached on the basis of the ourrent forecast
results and the underlying assumption that the economy will
gradually smprove and reach an average growth level.

In addition, a stress test was performed emplaying the same

discounted cash fiw maodel, The eamings used were based on an
eronami sress scenaria. Under this economic stress scenaria, the
kay macre econamie drivers are severaly reduced in the near term,
with a gradual recovery thereafter. The stressed walues emcesded
the carmying values of all business divisions, mcluding the Invest-
ment Bank and Wealth Management Amencas. However, if the
regulatary pressure on the banking industry further intensifies and
conditions in the financial markets turn out to be worse than an-
ticipated in our performance forecasts, the goodwill carried in
these business divisions may need 10 be impaired in fuluse penods,

Fecognition of any impairment of goodwll would reduce IFRS
Equity attributable to LBS shareholders and net prefit, but it
would not impact cash flows, as well as the BIS Tier 1 capital, BE
total capital, and capital ratios of the UBS Group, as goadwill &
reguired 1o be deducted from capital under the Basel Il capital
framewark.

Goodwill Istan gl aiety
Cuslomer
eelanareships,
contracisal
Total  Iefrastructure  rights and other Toed 3.12.10 nz0e
115 THT 13,716
m a nw
& 0 121909
[¢] a 0
L8 {0 1471 (1741 {1,150} 195
5115 T4 B9 1518 10834 11,785
[¢] i
1} 144
[¢] 1,180
1} {1.416)
[¢] 0
[t} ]
Balance at the end of S year o -y
et book value at the end of the year G115 11008
1 B wrie-abis of fuly gible ets
No
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Mote 19 Financial liabilities designated at fair value and debt issued (continued)

The Group uses interest rate and foseign exchange derivatives 1o
manage the risks inherent in certam dabt issues thald at amortized
cost), I cestain cases, the Group applies hedge accounting for
interest rate rsk as discussed in Mote 1a) 15) and “MNote 23 De-
rivative Instrsmeants and Hedge Accounting”. As a result of apohy-
ing Fedge accounting, as of 31 Decembser 2010 and 31 [ecem-
ber 2008, the carrying vakie of debt ssised was CHF 913 millian
higher and CHF 800 millicn higher, respectively, reflecting changes
in fair value due to interest rate movements.

The Group ssues both CHF and non-CHF derominated fioed-
rate and floating-rate delbt.

Subordinated debt securites are unsecured abbgations af the
Group that ane subordinated in right of payment to all present
and future senior indebiedness and cartan other ablgations of
the Group. &sof 31 December 2010 and 31 December 2003, the

Contractual maturity dates

Group had CHF 8547 milion and CHE 11,244 million, respec-
tively, in subcrdinated debt. Subardinated debt usually pays fixed
interest annually or floating-rate interest based an three-manth ar
siz-month London Interbank Offered Rate (LIBOR} and provides
for single principal paymeants upon maturity,

As af 31 Decernber 20010 and 31 Decemnber 2009, the Group
had CHF 153,730 million and CHF 167,702 millsan, respectively,
in unsubordinated debt (excluding morey market paper, com-
paund debt instruments — OTC and loan commitments designat-
ed at fair value).

The following table shows the split between fised-rate and
floating-rate debt issues based on the cantractual terms. Hawey-
er, it should be noted that the Group uses interest rate swaps to
hedge many of the ficed-rate debt issues, which changes their
re-pricing charactersics into these of floatng-rate debt.

CHF millon, eacand ndare indicated il 2012 2013 14 M5 MIEG-I0 Theealie 31.11_'?.‘:‘.‘!11]I .ti.ITETJ;
UE5 AG (Parent Bank]
Senior debl

Fioad nate 66,270 0108 18,435 8010 9,061 18,044 9,839 138,767 130,356

Itesest rales frange in %)’ =100 0-100 =10.0 -0 -84 055 8.0

Flaaling e 14,578 11,349 6,507 5,045 5,436 581 9,847 59,072 68,375
Subaidinaled dabt

Fooed rate [+ o o w7 108 384 1,062 6412 ALY

Inieeesi rales [rasge in %) 134 238135 3138 GRS

Flaaling eae: [+ o o a a 1,703 431 1134 077
Sublotal BO.E48 20,457 24,543 13,458 16,506 471 21,170 206, 5B 200575
Suibsicliaries
Senior debl

o rate 5742 6 35 155 k] ikt ] 4009 14,596 19,454

Inlesest rales frange in %)’ 0538 0-063 -2 57 0-756% -74 0825 0100

Flaaling e E16 1058 BE1 B1& 1423 1,587 3363 9,947 14,537
Subsotal 0558 1.3 L1m ury 1,462 1456 T 34,541 34,031
Tatal 00 306 21,781 26,139 14,824 18,005 31,928 25,542 231,027 2440005

+ The coetsadtusl ieterest it ar some mingr postions of Siwtussl prd s were oot comibrned i the et e ages The intewst st of these produds: ane up 1o 15 7%,

The table above indicates fized interest rate coupons on the
Graup’s ands. The high or low coupans gereraly relate 1o stnac-
tured debt Bsues prior to the saparation of embedded darivatives.
As a result, the stated nterest rate on such debt issues generally

does not reflect the effective interest rate the Group is paying to
service its debt after the embedded derivative has been separated
and, where applicable, the application of hedge accounting.

313

277/396

Finandal i

oOoOooodd



EDINETOOOO
O00000000000(Eos852)
Oooooood

278/396




Mote 21 Provisions and contingent liabilities (continued)

b Litigation and regulatory matters

Thie LUBS Group operates in a legal and regulatary emaranment
that expasas it to significant [tigation risks. As a result, UBS {which
for purpases of this Mote miay refer to UBS AG and/or one or
mare of its subsidianes, as applicable) & invalved in varicus dis-
putes and legal procesdings, induding libgation, arbitration, and
regulatory and ariminal imeestigations. Such cases are subject 1o
many wncertainties, and their autcome is often difficult to predict,
induding the impact on operatons of an the financial statements,
particularly i the earlier stages of a case. In certain crcumstances,
to avoid the expense and distractan of legal proceedings, UBS
may, based on a cost-bensfit analysis, enter into a sattlament
even though LIES denies any wrongdoing. The Group makes pro-
vislons for cases browght against it when, in the eginion of man-
agement after seeking legal advice, it is probable that a lability
exists, and the amount cam be reliably estimated.

Certain patentially sanificant legal proceedings or threat-
ened proceedings a5 of 31 December 2010 are described be-
Iowy, In same cases we provide the amount of damages claimed,
the size of & transaction ar ather informatian in order to assist
investors in considering the magnitude al any potential sxpo-
sure. We are unable to provids an estimate of the pessible fi-
nancial effect of particular daims or proceedings iwhers the
possibility of an outflow is more than remote) Beyond the level
of curment reserves established. Deang so can be expected 1o
prejudice seriously our pasitian in these matters and waukd re-
quare us to provide speculative legal assessments as to claims
and proceedings which invohe unigue fact patterns or novel
legal thecries, have nat yet been iniiated or ane at early stages
of adjudication, ar a3 10 which alleged damages have not been
quantified by the claimant. In many cases a combination of
these factars impedes our ability to estimate the financial effect
of contingent Babilities.

1) Municipal Bonds

In Mewember 2006, LS and athers received subpoenas from the
Anttrust Division of the US Department of Justice (DO and the
LS Secunties and Exchange Commission (SEC) seekirg mfomma-
tion ralating fo the imvestment of proceeds of municipal bond -
suances and associated dervative transactions. bn addition, vari-
ous state Attorneys Genergd have ssued subpoenas seeking
samdae informatian. The investigatsans are ongeang, and UBS is
cooperating. Several putative class actions also have been filed in
Federal District Courts against UBS and numercus other firms. In
the SEC investigation, on 4 February 2008, LIBS received a "Wells
notce” advising that the SEC staff s considering recommending
that the SEC bring a ewil action against UBS in connection with
the bidding of various finandal instruments assodated with mu-
nicipal securities. In December 20710, three former LIBS employees
wiere indecied i connecton with the Federal criminal antitnust
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investigation. Discussions with the SEC, DOJ and 2 number of
state Attorneys General are ongaing.

2) Auction Rate Securities

UBS was the subject of an SEC investigation and state regulatony
actions relating to the markefing and sale of auction rate sscuri-
ties (ARS) to dients, and 1o LESS rale and parbcipation in ARS
aucticns and underwritng of ARS. UBS was also named in several
putative class actons and ingrvidual civil suits and arbitrations.
The regulatony actions and investigations and the civil proceed-
ings followed the disruption in the markets for thess securities
and related auction fallures since mid-February 2008, At the end
of 2008 LIBS entesed inta settlements with the SEC, the Mew York
Attorney Gemeral {MYAG) and the Massachusetts Securities Dhvi-
sion wherely LIBS agreed to offer to buy back ARS from elgible
customers within carfain time periods, the last of which began an
30 June 2010, and to pay penalties af USD 150 milkon LUSD 75
mdlion 1o the NYAG, USD 73 million 1o the other states). UBSS
setflemant is largely in Ene with similar industry regulatory setila-
meants, UBS has settled with the majerity of states and is continu-
ing ta finalize settlements with the rest, The fines being paid in
these state settlernents are being chasged agaenst the USD 150
million provision that was established in 2008. The SEC continues.
to irvestigate individuals affiliated with UES regarding the trading
in ARS and disclosures. During the third quarter of 2010, a daim-
ant alleging conseguential damages from the illquidity of ARS
was awarded approwimately USD 80 mdlion by an arbitratan
panel and UBS has booked a prowision of CHF 78 million relating
to the case, UBS mowed in state court to vacate the award and
aral argument was heard on that motan in December 2010, LIBS
i5 the subject of other perding arbetration and litgaticn dasms by
clients and issuers relating 1o ARS.

3) Inquiries Regarding Cross-Border Wealth Management
Businesses

Fallewng the disclosure and the settlement of the LIS oross-border
matter, tax and regulatory authorities in 2 number of countries
have made mquiries and served requests for infarmation kocated in
thes respective perisdictions relatng to the cross-border waalth
management services provided by UBS and other financial institu-
tions. UBS is cooperating with thess raquests within the limits of
financial prvacy oblgations under Swiss and other applicable [zws.

4) Matters Related to the Credit Crisis

UBS is responding 1o a number of gavernmental inquiries and
inestigations and is invohved in & number of [tigations, arbitra-
tions and dsputes related to the credit crisis and in particular

215
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Mote 21 Provisions and contingent liabilities (continued)

martgage-related securities and ather structured fransactions
and dermatives. In particular, the SEC & investigating LBS'S walu-
aticn of super senior tranches of collateralized debt coligations
{C00s) during the third quarter of 2007 and UBS'%s reclassifica-
ticn of financial assets pursuant to amendments ta |AS 39 dur-
ing the faurth guarter of 2008, UBS has prowided documents
and testirmony 1o the SEC and |5 continuing to cooperate with
the SEC i its investigation. LUBS has also communicated with
and has respended to other inquiries by vanious governmental
and regulatary autharites, including the Swiss Finanoal Market
Supervisory Authority (FRMA), the UK Financial Services Author-
ity {F5A), the SEC, the LIS Fnancial Industry Regulatony Authority
{FINRA), the Financial Crisis Inquiry Cammissian (FCIC), the New
ork Attorney General, and the L5 Department aof Justice, con-
ceming variows matters related to the credit crisis, These matters
CONCRM, amang other things, UBSS (i disclosures and  wiite-
dewns, {0 interactions wath rating agencies, (i} risk contral,
valuation, structunng and marketireg of morgage-related instru-
ments, and [ rale a5 underwriter i securities offerings for
other issuers.

5) Lehman Principal Protection Notes

Froen March 2007 through September 2008, LBS sold approxi-
mately LB0 1 Bllion face amount of structured notes ssued by
Lehman Brathers Holdings Ine. (“Lebiman™), a magority of which
were referred to as “principal protection notes,” reflecting the
fact that while the notes’ return was in some manner linked o
miarket indices or other measures, some o 8l of the investars
principal was an wncenditional obligation of Lebiman as issuer of
the notes. UBS has been named along with other defendants in a
putative class action afeging materially misleading statements
and amissans in the prospectuses relating 1o these notes and as-
serting claims wnder LIS securties laws. LS has also been named
in numercus individual civil suits and customer arbetrations (same
of which have resulted in settlements or adverse judgments), was
named in a proceeding brought by the Maw Hampshire Bureaw of
Securities, and &5 respanding to wwvestigations by ather state regu-
lators and FNRA relating 1o the sale of these nates 1o LIBS cus-
tarmers. The custemer itigaticns and regulatory investigations re-
late primarily to whether UBS adequately disclosed the risks of
these notes 1o its customers.

6) Claims Related to Sales of RMBS and Mortgages

Fram 2002 throwgh about 2007, UBS was a substantial underwriter
and issuer of LIS residential mortgage-backed securities (RMBS),
UBS has been named as & defendant relating to its e a5 under-
writer and ssuer of BMBS in mare than 20 lawsuits relatng 1o at
least USEr 39 billion in onginad face amouwnt of RMBS underwrittan
arissued by UES, Mast of the lawsuits ane in their early stages, Many
hawe not advanced beyond the motion 1 dismiss phase; some are

e
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o thie early stages of decowery. OF the ariginal face amount of RRES
at issue in these cases, approximately USD 4.5 bilan was issued in
offerings inwhich a UBS subsidiary transferred underkying loans {the
majority of which were purchased from third party originatars) into
a securitization trust and mads representations and warranties
about thase Ioans, The remaining USE 34.5 billian of RAMEBS 1o
which these cases relate wi ssued in thed-padly secunbzalices
where UBS acted & underariter. In connection with most of the
claims included in this latter category, LIBS currently sxpecis o be
ndemnified by the issuers against any 10ss or liability. These RiJBS-
related daims include cases in which UBS is named as a defendant
w1 Ebgation by weurers of AMES seeking recovery of insurance paid
to RMBS imrestors. These insurers allege that UBS and other RMES
undenwriters aided and abetted misrepresentations and fraud by
FMBS issuers, and daim egustable and confraciual subrogation
mghts. UBS has ako been contacted by certain goverrsment-span-
sored enterprises requesting that UES repurchase USD 2 billion of
securities issued in LIBS-sponsored AMEBS offerings.

Az desoibed below under “g) Other contingent liabilities”,
UBS abka has contractual okligations to repurchase LS ressdential
martgage loans as te which its representations made at the tams
of transfer prove to have been materially inaccurate. Contested
loan repurchase demands relating ta loans with an initial principal
balance of LISD 30 millan ane the sulject of Btigatian,

7} Claims Related to UBS Disclosure

A putative consolidated class action has been filed in the United
States Cistrict Court for the Southern District of Mew Yark against
UBS, a rwrnber of current and former directors and senior officers
and certain banks that underwrote U85S May 2008 Rights Offer-
ing {induding UBS Securities LLC) alleging wiclation of the US sa-
curities laws in connection with the finm's desclosures relating to
is positeons and losses in mortgage-redated securites, its positions.
and losses in auchon rate securities, and i15 US cross-border busi-
ness. Defendants have moved to dismiss the complaint for failure
to state a daim. LIBS, a number of senior afficars and employees
and variows UES commitiees have also been sued in a putative
consokdated dass action for braach of fiducany duties browght an
pehall of current and farmer partiopants n twe UBS Employes
Retirement Income Security Act {ERISA) retirement plans in which
there wers purchases of LUBS stock. Defendants have moved to
dismiss the ERISA complasnt for failure 1o state a caim.

B) Madoff

In relation o the Bernard L. Madoff Investment Securites LLC
EMIS) imvestment frawd, UBS &G, UBS (Luxembourg) 54 and
certain cther LUBS subsidiaries have been subpect ta inquinies by a
nurmber of regulaters, induding FINMA and the Luxermbourg
Commissian de Surnveillance du Secteur Financier (C55F). Those
inquiries concerned twio third-party funds established under Lus-

280/396

oOoOooodd



Mote 21 Provisions and contingent liabilities (continued)

embourg law, substantially all assets of which were with BMIS,
as well as cerain funds establshed under offshore junsdictions
with either direct ar ingirect exposure 1o BM IS, These funds naw
face severe losses, and the Luxembourg funds are in liguidation.
The |ast reported net asset value of the two Luxembaurg funds
before revelation of the Madaff scheme was appraximately LD
1.7 billian in the aggregate, although that figure [kely includes
fictitious profit reparted by BMIS. The documentation establish-
ing bath funds identifies LBS entities in vanous roles induding
custadian, administrator, manager, distibutar and promcter,
and indicates that UBS employees serve a5 board members. Be-
tween February and May 2009 UBS (Luxembaurg) 54 rsponded
te criticisrms madke by the CSSF in relaton to its respansibilites as
custadian bank and demonstrated to the satisfaction of the
L55F that it has the infrastructure and intemal crganization in
place in accordance wath professional standarcs applicabde 1o
custadian banks in Luxembourg. In Decernber 2000 and March
2010 the bguedators of the two Luxernbourg funds filed dame
on behalf of the funds against LIBS entities, non-LIB% entities
and certain individuals induding current and former UBS em-
ployeses, The amaunts daimed are approsmately EUR 890 mil-
lier and ELIR 305 millicn respectnvaly. In additian, a large number
of alleged bensfidaries have filed daims against LUES entities
{and non-UBS entities) for purported losses relating to the
Macaff scheme. The majonity of these cases are pending in Lux-
embourg, where appeak have been fled against the March
200 decisions of the court in which the dasrms in a nurmber of
test cases were held to be inadmissible. In the LS, the BMIE
Trustee has filed claims agamst LIES entites, amongst athers, in
redaticon to the twa Luxembourg funds and one af the affshore
fureds. & claim was filed in Novemnber 2010 aganst 23 defen-
dants including UBS entities, the Luxembourg and offshore
funds concerned and variows individuals, induding current and
former UES employees. The total amount claimed against all de-
fendants is no kess than LSO 2 billian. & secand claim wes filed
in December 2010 aganst 16 defendants induding UBS entities
and the Luxembourg fund concerned, The fatal amaunt claimed
against 3l defendants is nat kess than LS 555 millicn, In Ger-
many, ceftain clients af UBS are exposed 1o Madofi-managed
pesitions throwgh third-party Tunds and funds adminstersd by
LIBS entities in Germany. A small number of claims have been
filed with respect to such funds,

9) Transactions with City of Milan and Other Italian Public
Sector Entities

In lanuary 2009, the City of Milan filed cvil progeedings against
UBS Limited, UBS Itaka 5IM Spa and theee other international
banks in relation to a 2005 bond isue and associated derivatives
transactions enterad into with the City of Milan betwesn 2005
and 2007, The daim is to recover alleged damages in an amaunt
wihich will compensate for terms of the related derivatives which

the City claims to be cbgectionable, In the alternatwe, the City
seeks 1o recover alleged hidoen profits asserted to have been
made by the banks in an amount of approximatety EUA &8 milkon
{of which UBS Limited is alleged to have received approximateby
ELR 16 million} togather with further damages of not less than
ELR 150 mdlion, The <laims are made against all of the banks an
a jeant and several basis. In addition, two current UBS employess
and one former employes, together with employees from other
banks, a former City officer and a former advser to the City, are
facing & criminal trial for alleged ~agoravated frawd” in relation to
the City's 2005 bond issue and the execution, and subsequent
restructuning, of certam related derivative transactions. The pri-
mary allegation is that U85 Limited and the other international
banks fraudulently obtained hidden andfor illegal profits by en-
tering wnio the derivative contracts with the City of Milan, The
[panks also face an admimstrative charge of fading ta have in place
a business organizational model to awoid the alleged misconduct
by employees, the sanctans for which could indude a limitatian
on activities in Italy. The City has saparately asserted claims for
damages against UBS Limited and LBS indwiduals in refation to
this albeged fadure. A rumber of transactans with other public
entity counterparties in ttaly hawe also been called into question ar
[become the subject of kegal praceedings and claims for damages.
ard otrer awards. These include derrvative transactions with the
Regions of Calabra, Tuscany, Lombardy and Laza and the City of
Florence. LIBS has iself ssued procesdings bafore English courts
in connection with a number of derivative transactions with tal-
ian public enfites, including some of those mentioned above,
aimid at obtaining declaratory judgments as 1o the legitimacy of
UBS% bahaviar.

10) HSH Mordbank AG [HSH)

H5H has filed an action against UBS in New Yok State cout relat-
ing to LUSD 500 milkon of notes acquired by HSH in & synthetic
00 transaction known as Morth Street Referenced Linked Maotes,
2002-2 Limitad (N52), The notes were linkad through a credit de-
fault swap betwean the N34 issuer and LBS to a reference pod of
corparate bands and asset-backed securities. HEH alleges that
UBS knowingly misrepresented the risk in the transaction, sold
HEH motes with “embeddad lesses”, and improperly profited at
HEH'S expense by misusing its right 1o substitute assets in the ref-
erence poal within speafied parametess. HSH is seaking LSD 500
malior in compensatary damages plus pre-judgment interest. The
case was inatialty filed in 2008. Following arders ssued in 2002
and 2004, in which the court dismissed most of HSH'S claims and
is punitive dameages demand and later partizlly denied a moton
1o dismiss cartain repleaded daims, the daims remaining in the
casa are fer fraud, breach of contract and breach of the implied
covenant of good faith and fair desling. Both sides have appealed
the courts mast recent partial dismissal order, and & decision on
the apoeal is pending.
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Financial information
Metes to the consolidated financial staterments

Mote 21 Provisions and contingent liabilities (continued)
11) Kemmunale Wasserwaerke Leipzig GmbH (KWL)

In 2006 and 2007, KWL entered inte a series of managed Credit
Default Swap transactions with bank swap counterparties, includ-
ing LIBS, Linder tha CDS contracts betwesn KWL and LIBS, the last
of which weng tesminated by UBS on 18 October 2010, a net sum
af appeommately USE 138 millicn has falen due fram KWL but not
bean paid. In January 2010, LBS issued proceedings in the English
High Court against KWL seeking vanious declarzfions from the Eng-
lish court, in ondier 1o establsh that the swap ransactan between
KMWL anvd LE5 s valid, bending and enforceable as against KWL, On
15 October 2010, the English court dismssed an applcatan by
KWL contesting its jurisdiction, and rubed that it has purisdiction and
will hear the proceedings, On 18 Octaber 2010, LBS sswed & fur-
ther claim agamst KWL in the English court seeking declaratons
concarning the validty of UBS% early termination on that date of
the remaining COS with KWL On 11 Nowernber 2010, the English
Supreme Cowrt ruled in 3 case conceming similar jurisdictional is-
sues, but not mwalving LIBS, that certain questions should be re-
ferred 1o the European Court of Justce, Theseaftes, KWL was grant-
ed parmission 1o appeal certan prisdctional aspects of its claim,
and the court ordered a temparary stay of tha proceedings relztad
ta UESS claim for & declaration as to validity, In kanch 2070, KWL
issued proceedings in Lelpzig, Germany, against LIBS and other
banks invotved in these contracts, claimeg that the swap transac-
tions are veid and not binding en the basis of KWL allegaton that
KWL did not have the capadity or the necessary mternal authonza-
tian ta enter infe the transactions and that the banks knew this.
LBS is contestng the daims and has ako contested the jurisdiction
of the Leipzig eourt. The Leipzig court indicated in Awgust 2010 that
it did mot have prisdiction over KWYLS dlaim. Subseguently, KWL
made & further submission in October 2010 making additional
allegations incuding fraudulent collusion by LUBS employvess, On
15 Feboyary 2011, the Leipaig court proposed that the proceedings
in Leipzig be stayed against LBS and the ather banks pending the
outcome of the appeal on the purisdiction aspects in England.

The ather twi banks that enterad into COS transactions with
KWL entered inte back-to-back CDE transactions with UBS. In

) Other oontingent |abalities

Demands Related to Sales of Mortgages and RMBS

For several years pror to the <risis in the LIS resigential mortgage
loan marksl, UBS sponscded secumtizations of US residental
maortgage-backed securites (RMES} and was a purchaser and
saller of LIS residential mortgages. A subsidiary of LUBS, LIBS Real
Estate Securities Inc. {"UBS RESI"™), acquired poots of residental
marigage leans fram arigmatars and (thraugh an affiliate} depes-
ited them into securitization trusts. In this manner, from 2004
through 2007 UBS RESI sponsored appraximately LISE 80 billion
in MBS, based an the ariginal princpal balances of the secunties
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Apd 2010, UBS ssued separate proceedings i the English High
Court aganst those bank swap counterparties seeking dedara-
tions as 1o the parties” abligations under those transactions, The
aggregate amount that UB5S contends is outstanding under thase
transactions is appraamately LSO 189 million. These English pra-
cepdings ae alw cumently stayed,

It is reparted that in Jasuary 2011, the farmer managing direc-
tor of EMVL and two financial advisers were conwicted cn criminal
charges related o cerfain KWL transactions, incuding swap frans-
actions with LIBS and ather banks.

12) Puerto Rico

The SEC has been investigating LIBS S secandary market trading
and associated disclasures involving shares of clesed-end funds.
managed by UBS Assel Managers of Puerto Rico, principally in
2008 and 2009, In Movermnber 2010, the SEC issued a “wWells
notice” o two UBS subsidianes, advsing them that the SEC
staff = considering whether to recommend that the SEC bring a
civil action against them relating to these matters, We believe
that the negative financial results, if any, 1o shareholders of the
Turds wie traded their shares through UBS during the relevant
periads were less than LSR5 million in the aggragate. There i,
Fiowever, na assurance that the SECS staff will agras with LIBESS
analysis,

13) LIBOR

UBS has received subpoenas from the SEC, the US Commodity
Futures Trading Commission and the S Depariment af Justice in
conmection with imvestigations regarding submissans to the Brit-
ish Bankers' Association, which sets LIBOR rates. UBS understands
that the imvestigations facus on whether there were moroper at-
tempts by LIS, either acting en its own or together with cthers,
10 rhangpulate LBOR rates at certain times. bn addition, LUB3 has.
recaived an crder to provide information o the lapan Financial
Supenvisory Agency concarning similar matters. UBS k& conducting
an internal review and is cooperating with the investigatians,

rsued, The overall market for privately issued LS RMES dunng
this period was approximately USD 3.9 trillkan.

LBS RESI a¥so sold pools of leans acguired from criginators to
thind-party purchasers. These whole loan sales during the peniod
2004 through 2007 totaled approdmately LSD 19 Billicn in crigi-
nal principal balance,

UBS was not a sgnificant origanatar af US resdential loans. A
subsidiary of LUBS ariginated approximately USD 1.5 billion in US
residential marigage lazns during the periad in which it was active
from 2006 1o 2008, and securitized kess than half of these loans,
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Mote 21 Provisions and contingent liabilities (continued)

When LES acted as an RMES sponsoe or mortgage seller, it
generally made certain representatians ralating 1o the characterns-
tics of the wderlyng laans. In the event of a material breach of
these representations, UBS was in most cases contractually obli-
gated to repurchasa the loans to which they related or ta indem-
nify certain parties against losses. LIRS has Deen notified by cer-
tain wstitutsanal purchasers and inswers af morlgage koans and
RMES that possiole breaches of representations may entitle the
purchasers to reguire that LBS repurchase the loans or to other
rebef, LUES has received relatively few repurchese demands and
has repurchased enly a small fraciion of the underlying koans.

In the perod from 2006 through 2002, UBS recened demands
to repurchase loans having an original princpal balance of ap-
prozimately LSD 356 milion in the aggregate. Of that principal
balance of USD 356 millien, LES5 has repurchased or agreed 1o
repurchase kans accountng for about 5% . Repurchase demarnds
accounting for about 45% were rescinded after rebuttal by UES.
Demands accounting for a further 41% either were rebuttad by
LIBS but not rescinded (and are the subject of ongoing discus-
an5s of were nat purseed by the party making the demand, Re-
purchase demands accounting for about 9% are the subject of
angaing litigation.

In 2010, U5 received demands ta repurchase additional loans
having an onginal princpal balance of spproximately LSD 350
million. Of that principal balance of USD 350 milion, U85 has
agreed 1o repurchase loans accaunting for about 12%, repur-
chase demands accounting for about 67 % have besn rebutted by
LIBS but not rescinded, LIBS continwes to review repurchase de-
marnds accounting for about 15%, and demands accownting for
about 5% are being rescheed between the repurchase requestor
and the originators of the loans. UBS expects that the majority of
the underlying loans subject to these 2010 repurchase demands
will ultimately not be reguired to be repurchased, Since 1 January
2011 UBS has recelved demands 1o repurchase additional loans
having an erginal princpal balance of approximately USD 5 mil-
lion. Those koans are under review.

LIBS established by the end of the fourth quarter 2010 a LISD
97 milkon provision based on its best estimate of the loss arising
frarm kaan repurchase dermands receivad fram 2008 through 2000
to which UB3 has agreed, or which UBS has rebutted but which
are unrescived, and for certain anticpated loan repurchass de-
rmands of which LBS has been informed. It is not yet glear when
ar to what extent this provision will bie utilized in connection witk
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actual repurchases ar mdemnity paymants, because both the sub-
masion of anticipated demands and the timing of resalutson of
such demands are uncertain. \We neverthaless expect that most of
the repurchasas and payments related 10 the demands received in
2010, excludsng any that becorme the sulject of litigation, will
Qoo in 2011,

LIBS has made indarmmity payments in amaunts eguivalent Lo
&2% of the ariginal principal balance of already-liguidated lcans
that were the subgect of 2010 demands to which LIBS agreed,
With respect 1o unligusdated kans that UBS agreed 1o repuschase
in respanse 1o demands made in 2010, UBS dees not yel have
sufficient information to estimate the charge it will recognize
upeon repurchase. Losses upon repurchase will reflect the estimat-
ad valua of the loans in question at the time of repurchase as well
as, in some cases, partial repayment by the Dorrowers prier To
repurchase. It is not possible 1o predict future indermnaty ratas or
percentage losses upon repurchase for reasons induding timing
and market uncertainties as well as possible differances in the
charactenstics of laans that may be the subject of future demands
compared Lo thase that have been the subject of past demands.

In mmast instances in whech UES would be required to repus-
chase loans or indamnify against losses dus to misreprasenta-
tians, UES would be able to assert demands against third-party
boan anginatos who provided representations when sellng the
related laans ta LBS. However, many of these thed parties ane
insoheent or no longer exist. UBS estimates that, of the total ongi-
nal principad balance of kans sold or securitized by LBS from
2004 through 2007, less than 50% was purchased from third-
party anginatoes that remasn sokent. In respect of loans that LIBS
has agreed to repurchase pursuant to demands received in 2010,
UBS has in turn asserted indemmity or repurchase demands
against third parties far knans with an aggregate onginal principal
balance of USD 29 millkon. Only & small number of LSS demands.
have been resolved, and UBS has not recognized any asset in re-
spect of the unresolved demands.

W cannot reliably estimate the level of future repurchass de-
mands, and do not know whether LIES's past swccess rate in re-
butting such demands will be 3 geod predictor of futune success,
We also cannat reliably estirmate the timing of any such demands,

As described above under by Litigation and regulatory mat-
ters”, UBS is also subject to claims and threatened daims in con-
mecticn with its role & underwriter and ssuer of RMES, and cer-
taen baan repurchase demands are ako the subgect of litigation.

e
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For the year ended
£HE miion 311218 EIRFL EIRKD:
Tan expense from continuing operations
(53]
ey
515
%l
‘Tatal incoma tax experse /(benefit) from continuing cperations 165830
Tan expansa from discontinsed operations
Domastic a 1 1
‘Tatal incoma tax experse fram discontinuad aparations a o 1
Tatal income tax experse fbenefit) =1} (443} 1.835)

The deferrad tax benefit reflects the recsgnition of additional de-
ferred tax assets in respect of tax losses and temporary differences
in a number of foreign locations induding the LS {CHF 1,161
milligny and Japan {CHF 58 millicny, taking site accaunt updatad
forecast taxable profit assumptions over the fiveyear horzon
used for recognition purposes, This was parthy affset by a Swiss
net deferred tax expense a5 Swiss tax losses for which defermed tax
assets have previowsly Deen recognized wiere used agaanst profits
for the year {lax expense af CHF 1,409 mdlion), which was itsalf
partly offset by an upwards revabuation of Swiss deferred tax as-
sats taking into account revised forecast profit assumptions ftax
benefit of CHF 741 millian}.

The osrant tax expense relates to tax expenses n respect of
taxabde profits in the Group partly offset by tax benefits of CHF
2671 mdllion arsing from the agreement of priar wear positions with
tax autharitees in various lecatons. In addition, there is a deferrad
tax expanse of CHF 3 million relating to prior years. The net tax
[benefits relating 1o prar years were thersfors CHF 258 million,

The Growp made net corparate income tax payments, ncuding
comestc and foresgn taxes, of CHF 298 millicn, CHF 505 millian
ard CHF B87 millsan in 2010, 2009 ard 2008 respectively.

The components of operating profit before tax, and the differ-
ences between income tax expense reflected in the finandal
statements ardd the amounts caloulated at the Swiss statutany
rate, are as follows:

Finr thee year ended
CHF mifion 311210 z0e Fz0E
perating profs fom contivelng aperatians befors fas 7455 lzsel) {2n.758
Domesae 58 £571 159
Fareign 1,456 (T A33} 131,087
Inonme e aF Swess stauteiy e of 21.5% for 2000 and 2009, 32% for 2008 1,503 551} 6. 107)
Inirease / (decrease) resulting from:
Appllesbile tas rates differing Som Swss statutory e {1636} TG
yflemnllnﬁsnm eggelzed 1.8 TA12
Prewpoarsly unseconded ta losses sowtlleed (75} (g
Mor-taesble ged bower e ingpee 532} 42E]
Mon-deducible espenses and addtond imsble nopee 1012 focrd
Arustments related % prior years 165F (450
Lhange in dafersed ta valustion dlowances 552 izl
Cehes e = (17
Incame tax experse /|bemefit) fram continueg opsrations (443} 68T
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Sanificant companents of the Growp's defermed income tax assets and ligbilites ane a5 follows:

CHF millien ¥.A2.10 nizoe

Valuatios Vahiation
Deferred tax assels Grass allowance  Recognized Gnss Alerwance Rexciped 26
Compensatios asd banefits’ 1,993 (1.781) 01 i {1,983} |
Tan boss camp-forwerds! 8474 118,546) 8,519 31,565 123,659 B.2G
Tadng assats! 1,164 (598 165 523 (765} 158
Cehet 1002 [1.776) 116 o bl (2215 M3
Total deferred tax assets 23,634 [24,113) 9,513 37529 {28,661} B 568
Deterred tax llabilites
Cemparsation asd banefits o 5
Property and equipment o 1
Finascial vestiests and asockstes s ]
Tradng assats LS e
Soodll and istznghle assess o O &1
Ciht il 13
Total deferred tax labilities 57 143

+ B oo 10 e Foures e inghe G mo0e ToThe JO0R coreobikated Tinandal Sanme o, the ores delerked ta agsms and sakition Jlewancs in the oompuaatee fon 30 Deosmel 2009 has cach s in-
rease by e arvedns of CHF T2 roilion, resaRing i po dhange in the dekaicad 138 arsas reononized. The 1t | osrse is madie ap of ] an inroecs Nor compenSnian and berelis of JHF £2] milen, iDapincears

Bt Traing arsseesoff CHF 367 ilion and i 2 decreass Por Lo oss camplonecas of CHF 520 million,

Certain defarred tax asset and Bability movements are recognizad
directly in the statement of changes in equity and in the state-
ment of comprehensive income, including the effects of exchange
rate changes on tax assets and liabikties denominated in cumen-
cies other than Swiss francs. bn particsdas, in 2010, defered lax
assets of CHF 318 million were recognized directly in Equity for
the increased racognition of those Swiss fax kesses incurmed in pre-
viows years that are of an equity nature far IFRS accownting pur-
poses (2009: CHF 203 million).

In the table above, the valuation allowance represents amounts
that are ot expected to provide future bensfits due to insuffi-
ciency of future taxable income,

UBS A5 Switzerland and certain overseas branches and sub-
scdiaries of the Group have deferred tax assets related 1o tax koss
carry-forwards and other items as shown in the table above. For
entities that incurred fax losses in either the current or precading
yeas an amount of CHF 2147 milion is recognized as defersed
fax assets as of 31 Decernber 2010 (CHF 8,773 milkan a5 of
31 Decernbser 20090 These deferred tax assets mainly relate 1o
Swiss tax |osses (primarity due to the write-down of investments
in L% subsdiaries in 2007 and 2008} and L5 12 losses.

The deferred tax assets recognized a= of 31 December 2010 n
raspect of tax kusses have been based on prafitability assumptions
aver the five-year harizon, The expectad future profitability &
based on business plan assumations, as adjusted to Take inte ac-
caunt the recegnitsan eritera of 145 12, If the business plan eadn-
ings and assumptions in future pericds substantially deviate from
the oerrent asumptions, the amount of deferred fax assets may
rieed 10 be adjusted in the future.

Az of 31 December 2010, tax lesses tataling CHE 51,355 millien
which are not recognized as deferred tax assats are available to be
offsat against future taxable income. As of 31 December 2004,
thvere were tax kosses of CHF 72,313 million, which were not recog-
nized a5 dederred tax assets and were avallable 1o be offset agamst
future taxable income and potential tax adjustments. The tax loses
not recognized reduced during 2010 because of their utilization
against profits for the year, the increased recognition of deferrad tax
assats for keses brought forwand, foregn exchange rate effects on
the Swiss franc value of overseas losses and a chenge as of 31 De-
cermber 2000 as compared to the prior year m tenms of presenting
the unracognized tax losses nat of any potential tax adjustmants.

The tax losses not recognized as deferred tax assats as of 31 De-

cermbar 2010 expira a5 folows:
CHE milion 311210
e oot eomemonseammsmans e sesemanses o s 12222 e e e AR S AR AR £ £ < A28 <t e e L
from 2 1o 5 years 5184
e sesesessmsaemsa 2814103 42 42927 200200414 144 14414 e RS £ 8o e A AR AR R 1414121 41 =
o veesa s mamenan 1223434342 14947 9202005 411111 1144141 P P PR PR £ A8 AR A AR RE R R AR A2141 4741 e
Ko eopicy 11,174
Tatal 51,355
Era|
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MNote 22 Income taxes (continued)

In general, Swiss tax bosses can be carried fonward for seven
years, LS federal tax |losses for 20 years and UK and Jersey tax
losses for an unkmated pericd.

The Group provides for deferred income taxes on wndistributed
earnings of subsidiaries except 1o the extent that thase earnings
are indefinitely invested, As of 31 Decembser 2000, no such earm-
ings ware treated as indefinitely invested.

Mote 23 Derlvative instruments and hedge accounting
Derivatives: overview

A dertvative is a finanoal instrument, the value of which is derived
fram the value of some other variable (“wnderlyping ). Thase un-
derlyings may be ndices, exchange or interest rates, or the value
of shares, commodities, bonds, or other finandal instruments.
The majarity of derivative contracts are negotiated with respact 1o
notanal amounts, as well as tenor, price and settlement mecha-
nisMms, & is custemary with ather financial instremants,

The notional amaount of a derivative is generally the guantity of
the underying nstrumeant on which the derivative confract i
based, and is the reference against which changes in the value of
the derwative are measured. Notional values n themselves are
generally mat a direct indication of the values which are exchangead
betwean parties, and are therefore not a direct measure of risk or
financial exposure, but are viewed as an indication of the volume
of types of derivatves entered inta by the Group.

Ower-the-counter §0TC) centracts are usually traded wnder an
International Swaps and Derivatives Assodation (SDA) master
trading agreement (MTA) between UBS and its counterparties.
Such contracts are megotiated directly with counterparties, at
terms agreed between those parties, and will have industry-stan-
dard settiemant mechansms prescribed by 1SDA. Other derivative
contracts are standardized in terms of their amounts and setile-
ment dates, and are Bought and sold on crganizad exchanges;
the latter are referred 10 as exchange-raded derwatives (ETD)
contracts. Exchanges offer the benefits of pricing transparency,
daily settlerment of changes m value at the exchange, and conse-
quenthy reduced credit risk. In 2010, industry norms have resulted
in increased uze of axchangas in favor of OTC trading and settle-
et mechanisms, 8 Trend which is expected 19 continue,

Derivative instrurments which are transacted o the OTC mar-
ket are carriad at fair walue on the face of the balance shaet and
classified as Positive replacement valies and Megafive replace-
ment valies, both on the balance sheet, and in the notes to the
accounts, Derivative instruments which trade at an exchange
are dassified as either Due frem er Due fo banks and custormers.
The treatment of exchange-traded derivatives in this manner is
an indecation the Group has 2 receivable from, or payable 1o, an
exchange for the change in fair value from the previous day,

EFi
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For the reasons set out in Note 33, as compared ta LIBS S fourth
quarter 2010 repart isswed on 8 Fabruary 2011, the tax benafit far
the year in the income statemant is CHF 320 million higher, the
deferred tax benefit recognized in equity is CHF 315 million lower
and defarred tax assets recognized at 31 December 2010 are CHFE
S milion hegher.

Products which receive this treatment are futures contracts,
100%-daily margined exchange-traded options, intersst rate
swaps ransacted with the London Clearing Howse, and certain
credit derivative cantracts.

Principles and techniques applied in the measurement of fair
walue derivative instruments are discussed in Note 17a). Positive
replacement valies represent the amount the Group would re-
ceve if the derivatwe contract wiere settled o full on the balance
sheet date. Negatve replacernent values indicate the value at
which the Group would extinguish its obligations in respeet of tha
underlying contract, were it able and required to do s0. It 5 nat
indistry stanclasd for dernvatve contracts to be setthed or extin-
guished before their maturity, as stated in, and gaverned by, 504,
af the applicable exchange.

All contracts at an exchamge are settled net, with the net re-
cevable or payable, as reparted by the applicable exchange, re-
carded on the balance sheet, The Group may avail itself of netting
provsions for OTC contracts, which de nat settle via exchange, if
all neceszary conditions exist. Those conditions are: contracts with
the same legal counterparty; legally enforceable rights 1o set off
amounts dug; commen matuity dates; and an intention o settle
met, which is evidenced by curent practice, Changes in the re-
placement values of denvatives transacted in frading businesses
are recarded in net frading income, unless the derivatives are des-
ignated and effective as hedging instruments in cerain types af
Fedge accownting relationships as describsed in "Note 1a 150 De-
Fivative instruments and hadge accounting”

Types of derivative nstruments
The Group uses the follewing derivative finandal instrumenis for
both tradng and hedging purposes. Through the use of the prod-
wets listed below the Group is engaged in extensve high wolums
market making and client fadktation trading referrad 1o as the
flow business. Measurement techniques applied to determane the
fair value of sach product type are described in Mate 37c).
The main types of derivative mstruments used by the Group are:
— Cptions and warrants: options and warranis are contractual
agreements under which, typically, the seler {writer} grants the
purchaser the right, but not the abligation, either to buy {call
aption) or 1o sell (put ootiony by or at & set date, a specified
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Mote 23 Derivative instruments and hedge accounting (continued)

quantity of a financal instrument or commadity at a predetes
mined price. The purchaser pays 4 pramivm 19 the seller for
this right. Optsans invekving moene comgles payment structures
are also transacted. Options may be traded in the OTC market
or on a regulated exchange and may be traded in the form of
2 SECUNTy swarrant,

Swaps Swaps are transactions in which twa parties exchange
cash flows on a specified notional amcunt for a predetermined
period,

Forwands and futures: Forwards and futures are contraciual
obligations to buy or sell financial instruments or commmodties
on a future date at a specified prce. Forward contracts are
tailor-made agreements that are transacted betwean counter-
parties in the OTC market, whersas futures are standardized
contracts transacted on regulated exchanges.

Cross-currency Cross-oumrency swaps involve the exchange of
interest payments based on twe different currency principal
balances and reference interest rates and generally also entail
exchange of prncipal amounts at the start and/far end of the
contract. Most Cross-curmency swaps ae traded in the OTC
markeal.

The main underlying products used by the Group are:

Interest rate contacts Interest rate products mcdude nterest
rate swaps, swagtions and caps and floors,

Creah! dervatves Credit default swaps {CD5s) are the most
commen form of a cedit derwvative, under whech the party
buying protection makes one of more payments 1o the party
salling protection in exchange for an undertaking by the saller
10 make a payment 1o the buyer following a credit event (as
defined in the contract) with respect 1o a third-party cradit en-
tity {as defined in the contract). Settlement following & credit
event may be a net cash amount or cash in return far physical
delivery of one or mare obligations of the cradit entity and is
mache regardless of whether the protection buyer has actually
suffered a boss. After a credit event and settiernent, the con-
tract is termanated. An elaboration of credit dermatives is in-
cluded in a separate section below,

fotal return swaps (T35, TRSs are employed in both the n-
vestment Banks ficed income and equity trading businesses
with underlyings which are generally equity or fized income
indices, loans or bonds. TR5s are structured with one party
making payments based on a 21 rate, aither fixed or variable,
and the other party making payments based on the return of
an underlying asset, which indudes bath the profit or loss it
generates and any changes in itz value.

Foreign exchange contracts, Fareign exchange contracts will
inchude spot, forwand and cross-currency swaps and options
and warrants, Forwand purchase amd sale currency contracts
are fypically executed to meet cusiomer needs and for trading
and hedgang purposes.

Equity/Inglex contracts: The Group uses equity derivatives
linked 1o single names, indices and baskets of single names

and indices. The indices used may be based on a standand mas-
ket index, ar may be defined by UBS. The product types traded
incduede vanilla listed derivatives, bath options and futures, total
return swaps, farwards and exotic OTC confracts,

= Commadies contracts The Group has an established corm-
madity dervatives trading bussness, which includes the com-
madity index and the recenitly added flow business. The index
business is a client fadktation business frading exchange trad-
ed funds, OTC swaps and options on commadity indices, The
underlying indices cover third party and LBS defined indces.
such as the UBS Bloemberg Constant Maturity Cermmedity
Index and the Do Jones UES Commodity indices. The flow
business is westar led and incorporates bBath ETD and wanilla
QT products, for which the underlying covers the agriculture,
base rmetals and energy sectors, All of the flow trading is cash
settled with no physical delivery of the wndarlying.

— Freciows metals The Group has a well established pradeus met-
als amility in both flow and non-vanilla OTC products in-
corperating both physical and non-physical trading. The flow
business is imvestar led and preducts indude ETD, vanilla CTCs
and certain nan-vanilla OTCs. The vanilla OTCs are i fanwards,
swaps and options. The non-vanilla OTC business relates to cash
settled forwards similar in nature to non deliverable fanwards,
meaning there is no physical dalivery of the wderling,

Usage of derivative instruments at UBS

Derivatives transacted for trading purposes

Most of the Group's denvative Transactions relate 1o sales and
trading activites. Sales activities include the siructuring and mar-
kating of derivative products to customers to enable them to take,
transfer, madify or reduce current or expected risks. Trading ac-
tivities incdude market making, positioning and arbitrage activi-
ties. Market making invobves quoting b and offer prces to ather
markel participants with the intenticn af generating revenues
based on spread and volume. Pasitioning means managing mar-
ket risk postions with the expectation of prafiting from favorakss
movements in prices, rates of indices, Arbitrage activites invalve
wemifying and profitng from prce differentials between the
same praduct in different markets or the same economic facter in
different preducts.

Detalied example Credit gerfatives
UBS is an active dealer in the fixed incorme market, inchuding C0Ss
and related products, with respact to a large number of issuers
sacurities. The primary purpose of these activities is for the benefit
of LIBS's dients (market making) and to a lesser axtent creating
riew Credit expasures taken for UBS'S awn trading purpases (ora-
prietary trading).

Market making activity consists of buying and salling =sngle-
name D55, indax CDSs, loan CD5s and related referenced cash
instruments 1o facilitate client trading activity. Proorietany trading
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Mote 23 Derivative instruments and hedge accounting (continued)

consists of rading in single-name CDSs, index CD%s and loan
CD35 to capitalize on pricing discrepances betweaen variows crad-
it instrumients ieands, loans and equities) acress investrmeant
grade, high-yield and emerging markets.

LIBS actively utilizas C D% to economically hedoe spedfic coun-
terparty credt risks in its accrual loan partfolio and off balance
sheet loan partfalic dncleding lean cammitmants) with the aim of
reducing concentrations in individual names, sectors or specific
portfalios, In addition, LIBS actively utilizes CD%s ta econamically
hedge specific counterparty credit nsks i its OTC derivatve por-
falios including financial instruments which are designated at fair
value throwgh profit or loss.

In 2004, UBS% strategy with respect to CDS trading was the re-
duction in scope and scale of the firm's streciured credit misk tranc-
fer prechects, propoetary credit trackng, and synthetic assets securi-
tizations activities, a continuation of strateges decisons made in
2008, In 2010, market innovation and dient demand for exposure
to related products resulted in an expansion of strectured activities
and continuation of the Bank's CD% flow trading, These activities
incluge manet making on behalf of clients in indax, multi-name
indes, swap mdex optian, and first-to-default COS products, Where
applicable, these products miay form part of structured arrange-
ments with clienis seeking expesure to specfic nsks,

The vales of protection bought and sobd & not in isolation a
measure of LUBSS credit sk, Cownterparty relationships are
viewed ir terms af the total eutstanding credit fisk, which ralates
to other instruments in addition to C05s, and i connection with
callateral arrangements in placs.

As of 31 December 20140, the tatal national value of protection
bought was CHF 1,155 billion (CHE 38 bilion and CHE 17 bdlion
Fositive replacarment values and Negative replacerment values, re-
spectivaly} and the total noticnal value of protaction sold was CHF
1,118 hillion (CHF 17 billion and CHF 34 ballion Positive replace-
ment values and Megative replacement values, respectvely),

UBS% credit dervatives are usually traded as OTC contracts.
During 20049 a number of initiatives were launched in both the US
and Europe to establish centrabized clearing solutions far OTC
C035 contracts techange Cleared dervatives), wath the aim of re-
duong counterparty risk, LBS, along with other dealer membaers,
continued 10 participate in these intiatives throughaut 2000,

A signaficant portion of UBS% credit derivatives are traded un-
der an 1304 MTA between LIBS and its counterparty, UBSs CDS
trades are ako documented using mdustry standard forms of
documentation published by 1508 or equivalent terms desument-
edin a bespoke (i.e. tadored) agreement. Those forms and agres-
ments use standardized tenms that farm the basis for market can-
ventions related to the types of credit events that would trigger
performandce (e, paymentt under a CD3.

The types of credit events that would require UBS 1o perform
under a CO5 contract are subject to agreement between the par-
ties at the time of the transaction, However, nearly all transactions
e traded wsing credit events that ame applicate under cerain

a4

market conventians based on the type of reference entity to
which the trarsactaon relates. Applicable credit evants by market
conwentions indude “bankruptoy®, “fadure to pay”, “restructur-
ing", “sbligation acceleration” and * repudiation maratorum”,

Creht Denvatives. Recourse provisians

UBS uses standardized agreerments and forms as the basis far its
credit derivative contracts. Thaose agreements and forms do not
contain recourse provisions that would enable LBS to recover
from third parties any amounts paid cutl by UBS (e this s the
casa where a credil event eccurs and UBS is required to make pay-
ment under a CO3).

Confimgent features of denvative fabiites

Based on UBSS crecht ratings & of 31 Decernber 2010, additkonal
callsteral or termmation payments pursuant to bilateral agresments
with certam counterparties of apgroximately CHF 0.7 billien and
CHF 1.9 b#lon would hawve been required in the event of a ome-
natch and two-notch reduction, respectively, in LBSS kong-term
credit ratings. by evaluating LESS bouidity requirements, LIBS consid-
ers additional callateral or lermmation payments that would be re-
quired in the evant of a reduction i LUBS% kong-term credit ratings.

Derivatives used for structural hedging

The Group enters inte dervative tTransactans for the purposes af
hedging asats, liabilibes, forecast fransactions, cash flews and
credit exposures. The accounting treatment of hedge transactions
varigs according fo the nature of the instrument hedged and
whether the hedge gualifies as such for aCcountng purposes,

Derivative transactions may qualify as hedges for accounting
purposes. These are described under the comesponding headings.
in this note (fair walue hedges, cash flow hedges and hedges of
ret imvestments in foresgn cperations), The Groups accounting
policies for derwatives desgnated and accounted for as hedging
instrurments ane explained in “Mate 1a} 15) Denvative instrurments
and hedge accounting”, whers terms used in the following sec-
tions are explained,

The Group has also entered into interest rate swaps and other
miedest rate defivatives (e.g. futures) for day-to-day economic in-
terest rate risk management punpases, but withaut applyemg hedge
accounting. In addition, the Group has used equity futures, opticns
and, to a kessar extent, swaps for economically hedging in a variaty
of equity trading strategies 1o offset underyng equity and equity
walatility exposure. The Group has also entered into COSs that pro-
vide economic hedges for oredit risk exposures drefer to the credit
derwatives section). Fair value changes of derivatives that are part
of economic relationships, but do not gualify for hedge accounting
treatment, are booxed to Met rading income.

Fair value hedges

The Group's fair value hedges principally consist of interest rate
swags that are wsed 1o profect against changes in the fair value of

288/396

oOoOooodd



EDINETOOOO
00000000000 0O(E05852)
oOoOooodd

Mote 23 Derivative instruments and hedge accounting (continued)

fized-rate wstruments (e.g. long-term fixed-rate debt issuesh due  were assets of CHF 1,177 million and liakalities of CHF 46 milkan

to meoverments in marke? interest rates. The fair values of out-
starding interest rate derivatnves designated as Far value hedges

Fair value hedges of interest rate risk

a5 af 31 December 2010 and assats of CHF 526 millsan and liabil-
ities of CHF 71 million as of 31 December 2009,

For the yrar emded
EHF miffion 311210 1.1205 1208
Gains/{lszes) on hedging instuments 4032 nig e
e by o sibcbie e ik i - s
et gainsi(losses) nepresenting ineffectie partions of fair value hediges. it 11 [1&)

The Group ako hedges foreign exchange expasures arising
from certain foreign currency denominated non-manetary finan-
cial investrnents availabbe-for-sale using either the spot compo-
nent of the forward foreign exchange contracts or debt ssued
denominated in the same currencies. As of 31 Decembsr 2010
the aggregate notional amount of hedging instruments desig-
nated as fair value hedges of foreign cumency risk was CHF 393
rrallicn (CHF 386 mdlion a5 of 31 December 20050, The ineffec-
tivenass af these hedges was not material for the financial state-
menits of the Group in the disdosad reparting penods.

Fair value hedge of portfolio of interest rate risk’

Fair value hedges for portfolic interest rate risk

The Group also applies fair value hedge accounting to porfolic
interest rate risk. The change i fair value of the hedged iterms.
15 recorded saparately from the hedged itern and 15 induded in
Other assets on the balance sheet. The fair value of derivatives
designated for this hedge method as of 31 December 2010 was a
CHF 972 milkian liability; &= of 31 December 2009 it was a CHF
956 millkan liability.

For the yrar emded
W millicn 31210 11208 11208
‘Gainslosses) on hedging nstuments a5 [48} (TR
Gansillases) on hedged ferms attibetsble o the bedged ik 7 fsa) 11 [y
[25] [37} 44

Mt gains/(lcsses) representing ineffective partians of fair value hedges

1 Hedge o i [

Cach flow hedges of forecasted transactions

The Group & expesed o variakdlity in future interest cash flows
on non-trading assets and Esbilines that bear interest at variable
rates or are expecied ta be refunded or resvestad in the future.
The amounts and timing af future cash flows, representing bath
principal and mterest flows, are projected for each portfolio of
financial assets and labilites, based on contraciual terms and
gther relevant factors induding estimates of prepayments and

defaults. The aggregate princpal balamces and interest cash
flows across all partfolics over time form the basis for identify-
ing the non-trading interest rate risk of the Group, which &
Fedged with interest rate swaps, the maximum maturity of whech
B 18 years,

The schedule of forecasted principal balances an which the
axpected interest cash flows anse as of 31 Decamber 2010 &
shnam below,

Forecasted cash flows

CHE ilion < 1 year -3 pan 3-5 pears 510 years. over 10 years
Cah nflews 215 368 133 130 13
Cash ot ows 52 BT &l 44 1
Mt cash flows 163 381 173 136 14

T thie extent the cash flaw hedging relationshio meets the gual-
ifying criteria, the effective portion of the fair valse changes of the
designated derivative hedging instruments is reccgnized in Eguity.
Thase gains and losses are transferred from Equity fo curment period
eamings in the same pariod in which the hadged cash flows affect

net profit o loss. The meffective portan of the fair valee changes of
the derivatree hedging msirements is recognized smmediately in the
mcome statement. & CHF 22 million bass, a CHF 183 million loss and
a CHF 108 million koss were recognized in 2000, 2009 and 2008,
respectively, in Met trading income due to heoge ineffectvenass.
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Mote 23 Derivative instruments and hedge accounting (continued)

A of 21 Decermber 2010, the fair valees of outstanding deriva-
tives designated as cash flow hedges of forecasted transactions
were CHF 5,397 rmilkon assets and CHF 3,392 million liabikties
and as of 31 Decamber 2009 the amounts were CHF 5,180 mil-
lior aszats and CHF 2,736 million liabilities.

A the end af 20710 and 2005, gains of CHF 18 million and CHF
46 rmallion associated with de-desgnatad intarest rate swaps were
deferred in Equity. They will b= removed from Equity when the
previcusly hedged forecasted cash flows have an impact on net
profit o kass, or when the farecasted cash flows are no kanger
expecied o ooour Arnownts reclassified from Equity to Wet inter
est incame of de-desgnated swaps ware CHF 28 milson net gain
in 2010, CHF 40 million net gain in 200% and CHF 4% million net
gain in 2008,

In 2008, due to reductons in the volume of shori-term finan-
cial instruments, same of the forecasted cash flaws previously in-
cluded in the hedge relationships were determined to no longer
be expected to occur.

Hiedges of net investrients i foreign coerations

The Group applies hedge accownting for certain consolicated net
mvestiments in USD-denominated cperations. A1 31 December
20110 the fair values of the financial lizbilities {oredominantly struc-
tured praducts isswsd by LUBS) designated as hedging instremants in
net investment hedges was CHF 1.9 kian as compared to CHF 2.5
billian at 31 Decermber 2009 Gains oF keses on the translation of
these hedging instrumenits are transferred directly to Equity to offsst
any gains or lasses an translation of the net investments in the sub-
sidianies, which are alsa recognized i Equity. Mo matenal ineffac-
treeness of hedges of net mvesiments i foresgn operations was
recognized in the income statements during 2010 and 2009,

Contraciual maturities of derivatives designated as hedging
NSrUMments in |'|-:'l_':gl} ACCaUNT |'|I;| relatisnsh ik

The contractual maturities of derwatves designated as hedging
mstruments in hedge accounting relationships are considered "es-
santial” for the understanding of the timing of thear cash flows.

Deeriwatives designated in hedge accounting relationships (Undsoounted cash Mlows)

[ue withis Diee betmees Diae: Betmzen D beiwazen
On demgsd | mgath  VandImontts Fand 1Zmeonths 1 and 5 pears LE]
P 0 0 2
i o Q 9
0 5] Q Q [1} 3 ]

+ Inkerial e s % perwialy gree wmied, e rabke indades s inflows aned cash curflows oF ali pkesss e sy disi i hidge i

31 Deceraber 20

Risks of dersative instrurmeants

Derivative instrumants are fransacted in many trading portfclios,
which generally include several types of instruments, not just de-
rivatives, The market risk of derwatives is predominantly managad
and contralled as an integral part of the market risk of these paon-
folias. The Group's apperoach 1o market nsk is described in the
audited “Market risk* section of this repart.

Dervative instruments are transacted with many differsnt
counterparties, mast of whom are also counterparties far other
types of business. The credit risk of derivatives is managed and
controlled in the context of the Group's overall credit exposure
to each counterparty. The Groups approach to credit risk =
described in the audited “Cradit risk™ section of this repart, It
should be noted that, although the Positive replacement values
shown on the balance sheet can be an important component of
the Group's credit expasure, the Positive replacement vabues for
a counterparty are rarely an adequate reflection of the Groups
credit exposure on its derivatves basiness with that counter-
party. This is, for example, because on the ane hand, replace-
ment walues can increase over time {“potential future expo-
sure '}, while on the octher hand, exposure may be mitigated by

26

s, which are #ither assets or la bliries of UES as of

entering into master netting agreements and bilateral coflateral
arrangements with counterparties. Both the exposure measures.
used by the Group internally to control credit risk and the capi-
tal requiremnents impesed by regulators reflect these additional
factars.

Thee replacarment values presented an UBS s balance sheat and
in the tables on the next page include netting in accordance with
IFRS raguirements (refer to Mote 1a) 3430, which is more restrictive
than netting in accordance with Swizs Federal Banking law, The
main dfference of Swiss Federal Banking law 1o IFRS is that Swiss
Federal Banking law netting is generally based on <lose-out net-
ting arrangements which are anforceable in case of insclvency.
The Fositive and Megative replacemant valugs basad on natting in
accordance with Swiss Federal Banking law (factonng in cash cal-
lateral} are presented on the bottom of the tabdes on the next
page.

The notional amouwnts presented in the tables indicate a nomi-
nal valuz of transactions outstanding at the reporting date but do
riot necessanly indicate the amaunts of future cash flows invaled
of the current fair value of the instruments and, therefore, do not
indicate the Growp's exposure to credit or market risks.
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Mote 23 Derivative instruments and hedge accounting (continued)?

du el EIRFAL EIRH
Matianal Mokicnal Mosnnal Maotional
valuas valms Odhar waluss walues Cither
Tatal related Total relsted motional Total  eelated Total  mlaied  nodonal

PRV 1o PRVE MRV o NBNs  valuest PRV ma PRV MRYT  jo NRYs valyes!

18 13207 33 13328 o 31 1Ema 31 1LMRE an

M4 TR0 1583 7037 13,0760 862 TIRT 1714 BEx7 15gema

313 7853 325 86 [ 258 s4E3E a4 618 on

w4 12215
ap o ey 0o T Lo oA 13 Lo 13 oo
0.3 0.2 05 0

2037 95347 1893 95458 138614 FIEEE k) Mi3 BssLd 17,1700

| Credit delaslt swaps 522 1,1808 40E  1,0012 on
- Tosal st of retum v 15 6.1 1.3 432 oo
Opticns and wearants a1 118 o1 48 (i1}
Tatal 558 1,707.8 512 1,104.8 [l 7BE 13686 ME 12309 o
O thee-ciou rer (D7) contiacts
183 530 1 5% Ll & 453 85 AT oo
885 237989 70 11905 0.0 815 22798 258 2086 o
87 5151 28 4834 0.0 53 MrT 57 ;o7 o
04 15
00 0.0 0.0 ] 0
0.0 0.0 oI ol
1135 33260 1230 33381 500 IR 011 2981 15
16 P an ez 0o I b1 R ¥ Bl on

2.1 671 8.7 B1E oo 1 g 5 Ti o

e

18 106.7 37 1.0 oo

220 208.0 4.0 1385 P 4.8 2153 4 2223 265

2.7 18.8 .7 159 oo 24 G 24 150 on :
1.5 182 LR - L S oo e mwroo L= E on
A
0.0 0.7 o 1.2 15 [ETH
1.7 1.7 ! ]
5.9 387 B0 328 41.0 54 44.2 58 E=1] 21
Uesettled parchases of finandal assets® 0.2 33 0.1 168 0o 0d 359 02 54
Ursettled sales of financial assets® a1 305 01 120 o] R oa 0 143 )
Total derlvative Instruments, based on IFRS peifing 011 14,584,656 3H3E 141860 13,8403 4207 135408 A58 131530 17.2:M9
Fmplacsment value netting, based on capital adeqeacy e (301.5) (s o aan
Cah oollabedl retting [36.5) (23.5) (37.2} (327
‘Tatal dertvative instruments, basad an capital
aclequacy netting* 531 £8.3 713 [ZX]

1 Bfuscated embeded deimatees aie priseted i Uhe same balaace sheet ne i the heet conbad end sre sduded Do the table, these desvatis amoust 1o 8 PRY of 04F 1.7 &ilion (elated motional vabes of (F
65 bl @ IR of CHF 1.3 Rl relbed ool vahess gl CHF 104 Wilom, - PR Posities replacement velie 3 I Hegathe ssplacement gl o Regeieables ieauling Nom deseativss aoe ecagrind
on L5 belance sheet wreker Dae form baaks and Logas CHF 0T bilkam (2004 CHF 16 bilond, Peyables iesuting from these et ane iscogaived oa LBS'S babanoe shéetu poer Due 10 banks ard Due o castons-
s OHF 17 Bilion (2009 CHF 06 billion) 5 Changes inthe Fitie mafue of paichirsed and sobdl finencial assets bebmesn ride dete a0 defl kemerl date ane iecogaieed ob selacement niiies & lnchidies the imgedt of d
aetling agreereeats frduden csh collabereh in socondanie with Swbs Federal Barking Lim, based 0 the FRS sops of comal idation.  + Hotina | waives of scchangetraded sgency barsadices are ad dackied due
1o thedi sionbcar by difleseat ik peoble 5 Hotkaral sl i of 51 Depembeet 2009 oo intered e Poreig sachange, Euityfindes and Commodities conbeacts have besa coneded
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The Group cbtains securities which are not recorded on the balance sheet with the right to sell or repledge them as shown in the fable

bl

CHF malen
Fair el us of sacerities mostved which can be sold or rapladged

W s L

31.12.10 nizoe
......................................... 73gE Saume
571,970 505,314
........................................... s B
428347 200,583
......................................... prnidt oo
........................................... spott g
........................................... ot aes

Mote 25 Operating lease commitments

As af 31 December 2010, LES was obligated under 2 number of
non-cancellabde operating leases far premises and eguipment
usedd primarly for banking purposes. The sgnificant premises
leases wiwaly incdude renewal options and escalation clauses in
lire with general office rantal market conditions, as well as rent
adjustments based on price indices. However, the lease agree-

meants do not contain contingent rent payment clauses and pur-
chase aptians, nor do they impese any restrictions on UESS ability
ta pay dividends, engage in debt finanang transactions ar enter
it further lease agreements.

The minimum commitments for non-cancellable leases of
premisas and equipment are presented as follows:

Ch miltien EARFAL
DOperating leases dus

]} il
iz 1
i3 L]
i 554
M5 A
2006 and thensalte 1,818
Subaotal comeilments for menisum paymenls. under cpemalisg ke 5,085
Lmss: Sshbeerse renla under son-cancellshle e 500
Met comenitrents far minimwm payments ueder aperating leases 4,585
CHF millien AT ER e izoe
Gross aperatieg lease axpense 1,057 1,191 1,215
Sublease reatal income a7 57 30
Met operating leass esperse 60 1,134 1,165

Cperating lease contracts indhude non-cancellable long-term leases of affice buldings in mast LBS lacations, As of 31 December 2010,
the minirum lease cormmitments for each of 12 office locations exceeded CHE 100 millicn.
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Additional information

Mote 26 Capital increase and mandatory convertible notes

Conversion of the mandatory convertible notes issued
in March 2008

n 5 March 2010, the mandatary convertible nates (MCHs) with
# notional value of CHF 13 billion issued in March 2008 10 the
Government of Singapore Invesiment Corpesation Fre. Lid. and
an irvestor from the Middle East were converted into LBS

Mote 27 Fair value of financial instruments

a) Valuation prindples

Fair valug is the armount for whech an asset could be exchanged,
ar a liability setlad, between knowledgeable, willing parties in an
arm’s kength transaction. Anancal instruments dassified & held
for trading or designated as at fair value through profit or loss,
and financal assets dassified as available for sake ane recognized
in the finandal statements at fair value. All derivatives ase mea-
sured at fair value.

Fair values are determined from guoted prices in active mar-
kets for ientical financial assets or financial liakalities whene these
are availabbe. Fair vabue of a financial asset er financial liability in
an active market is the current bid or offer price times the numkbsr
of units of the instrument held. Where a trading pertfalio con-
tains bath financial assats and financal liabilities with offzatting
miarket risks, fair value is determined by valuing the gross kang
and short positans at current mid market prices, with an adjust-
ment at portfolic level to the net open kong or short position to
ameand the vakluation 1o bid ar offer as appropriate.

where the market for a finandal instrument & not active, Tair
value is established using a valuation techreque ar pricing medel,
Thiesa valuation techregques and modals irvalve a degree of esti-
mation, the extent af which depands on the instrement's com-
plexity and the availability of market-based data, Valuation adjust-
ments may be made to allow for additonal factors including
madel risks, liguidity rsk as reflacted in the bid/offer and credit
risk. Basad on the established fair value and model governance
policies and related controls and procedures applied, manags-
ment believes that these valuation adjustments are necessary and
approgriate 1o fairy state the values of finandial instruments car-
ried at fair value en the balance sheet.

‘When entering into a transaction where model inputs are not
market obsarvable, the finandal instrument i mnitially recognized
at the transaction price. which i generally the bast indicator of fair
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shares, The notes were converted at a price of CHF 47.68 per
share, As a result, UBS issued 272,651,005 new shares with a
nommnal value of CHF 0,10 each from existing conditional capi-
tal. The MCNs were treated as equity instruments and recog-
nized in Share premim. The conversion of the MCHNs resulted
in a reclassification of CHF 2F milion from Share premium to
Share capital.

wabue, This may differ frarm the value obtained fram the valuation
madel (" Daferred day 1 profit or loss™ ). The timing of the recogni-
tion in profit and loss of this initial difference in fair value depends
an the individual facts and circumstances of each transaction but
5 nevier later than when the market data become coserdalbie.

Pricing models and valuation technigues

The most frequently applied pricing models and valuation tech-
migues include discounted cash flow madels, relatwe value modes
and option pricing models. Discounted cash flews determine the
walue by estimating the expected future cash flows from assets ar
lighilities discounted to their prasent value. Relative valus modeks
determine the value based on the market prices of similar assets
or labilities, Option pricing medels indude such probabdity-based
techniques as bincmaal and Monte Carlo pricng.

UBS uses widely recognized valuation models for determining
fair values of financial instruments of lower complexity ke intar-
25t rate and currency swaps, For mors complex instrements,
UBS uses intarnally develoged modets, which are usually based an
waluation methads and techniques generally recognized as stan-
dard within the industry. Such valuation models are used pimar-
ily to walue derivatives transacted in the aver-the-counter {3TCH
market, unlisted equity and debt secunties (ndeding thase with
embedded derivatives), and other fair valued debn instrurments
for which markets were iligusd in 2010, Market-cbservable as-
sumptions and inputs are used where available, and derived from
similar assets in similar and active markets, fram recent trans-
action prices for comparable items or from ather obsernvable
market data. Little, if any, weight is placed an transacticn prices
when caloulating the far vakue if there is mo active market and
the transactions are not ordesly (ie,, distressed or forced), For
positans where abservable reference data are nat avalable far
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Mote 27 Fair value of financial instruments (continued)

same of all parameters, LIBS calibrates the non-market-obsen-
able inputs used in its valuation models based on a combination
af histanical experience and krowledge of current market condi-
tions. Assumptions and inputs used in valuation techreques and
madels indude benchmark interest rates, credit spreads and
ather premiums used in estimating discount rates, bond and eq-
Uity prices, aquily index prices, foresan exchange rates and levels
of market volatility and correlation.

The cutput of @ moded is always an estimate or approximation
of a value that cannot be determined with certainty, and valuatian
techmegues ernpleyed may not fuly reflect all factors relevant fo
the positices UES halds. Valwatsons are therefore adyusted, where
appropriate, to reflact dose out costs, credit expesure, model un-
certainty and trading restrictions.

Interact fare curnes

LUBS uses varicus intensst rate curves for valuing its finandial in-
struments. Financial liabilities designiated at fair walue are mea-
gured uging L85 funds trangfer price curve, Financial assets des-
ignated at far value are valued consistent with the curve wsed for
the particular business. Uncollaterabzed aedit exposure 15 re-
sarvad through normal credit rating and resarving methods. For
the valuation of wnocllaterabzed derivative instruments, LBS gen-
eraly employs @ LIBOR flat curve, For the valuation of collateral-
ized derivatwes, UBS generally employs the owernight indesed
swvag (0I5) curve.

vaiation curee changes

For collaterabzed derivatives, the valuation appraach wias armend-
ed at the beginning of the year to use the OIS curve rather than
the LIBOR flat asrve. This followed a change in the markat con-
vention for prcing collateralized derivatives, 1o reflect that the
interest rate typically paid on cash collateral references the OS5
curve, The transitional effect of this change in estimate was rec-
ograzed prospectvely and resulted in an mmmatenal pre-tax gain.

of whicky 164 o offer inctrmants
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Counterpay crealt sk in the waluation of OTC dervarke
instrumen i, denvatives ermbedded i funded assets
desigriated at fair value and devivabives embedded in tradad
debi Insiruments

In arder to arrive at fair valug, credit valuation adjustments (CVA)
ane recessary 1o reflect the credst risk of the countenparty inherent
i ewed-the-counter (OTC) derwatives transactions, derivatives erm-
bedded in funded assets designated at fair value and derivatives
embadded in traded debt instruments. This amount represents
the estimated market value of protection reguined to hedge cred-
it risk from counterparties in LBSS OTC derivatwes portfolio, de-
rivatives embedded in funded assets designated at fair value and
in traded debt instruments. CWA depends on expected future ex-
posures, default probakslity and recovery rate, The calodatan
takes into account whether collateral or nesting arrangernents or
foreak clauses are in place.

LIBSs owrr credit nisk i the valuatians of denvative financial
Nabilites [Negative replzcement values)

The Growp estimates debit valuation adpstments (OVA) 1o incos-
porate cown credit in the valuation of derivatves, predominataly,
to align it with the CVA methodology as describad above. The
calculation fakes into acoount negative sxpecied exposure pro-
files for the dermatives portfolio, collateral, netting agrasrments,
expected future mark-to-market movements, and UB5' credit de-
fawlt spreads 1o determine the UBS countesparly expesime from
the perspective of holders of LBS debt.

The debit valuation adjustments [DVA) so calculated represant
the theoretcal costs 1o counterparties of hedging their LIBS aedit
risk exposure e the credit risk reserve that a counterparty could
reasonably b= expected to hold agamnst their oredit risk exposure to
UEE, if they applied the same methodology & used to caloulate
LUBS's O

As of 31 Decernber 2010, the Cva and Dy for derivatve fi-
nancal instruments (replacament valuas) wera as follows:
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Financial information
Metes to the consolidated financial staterments

Mote 27 Fair value of financial instruments (continued)

UES's avwn creclt nisk in the valuatans af financzl labilitles
designiated at fair value

Thie Graup's own credit changes are reflected in valuations for
those financial Babilities desgnated at fair walue, where the
Group's awn cradit risk would be considered by market partici-
pants. wn credit effects are not reflected in the valuations of
fuilly collateralized transactions and ather instrumments fer which it
is established market practice not to incude them.

v credit changes are caloulated based an a funds fransfer
price {FTF) curve, which prowsdes & single kevel of discounting for
uncollateralized funded instrurnents watken UBS, The FTP curve is
used by LBS to value uncollateralized and partally collaterabzed
funding transactions designated at fair value, and for relevant tenors
iz 5e1 by reference 1o the level at which newdy issued LBS medium-
termn notes M TNS) ane priced. The FTP ourve spread is considened 1o
be representatve of the credst ik which reflects the premiurm that

O eredit on financial Babilities designated at Fair value
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markat paridpants reguire to acquire LIBS MTNS, Tha FTF curne was
empernented at the end of the vear and has replaced the asset and
Bability management revaluation curve (ALMRC), The smpact on the
mncome statement at implementation was mot material.

The ALMRC was implemented at the beginning of the year and
replaced the senics debt cunve (50C), The ALMRC incorporated ad-
ditianal market informatan fram recently issued LIBS debt instru-
ments and aligned the pricing and risk management of differsnt
Eability instruments under a single curve, LIBS also mproved the
estimation methadologies for the construction of interest rate
cunves in non-LIS0 curmencies and for long-tesm matunities §.e. fen-
ars over ten yearsk. The trarsitional impact of the prospectively ap-
plied change in estimate was a pre-tax net loss of CHF 133 million.

Agaf 31 December 2010 and 2009, respactively, the awn cred-
it resudts for Airancial isbilites designated at failr value {predomi-
nantly issued structured products) were as follows:

& of o for the pear ended
CHE milicn 31210 11208 11208
Tetal gain {fJoez) For the yeer eaded {2,003} 2011
" o which: oo sprasd related ol {1,958 3998
[Fe-to-date gan B 1951

Year-ig-date amaunts represent the change during the vear and
life-te-date amaunts reflect the cumulative change since inital
recognition. The change in cwn credit for the pericd can be ana-
lyzed in twa components: (13 changes in fair value that are attrib-
utable 1o the change = UBSS credit spreads durng the pericd,
and (2} the effect of valume dhanges, which is the dhange in fair
values attributable to factors other than credit spreads, such as
redemgtions, effects from time decay, changes in intarest rates
and changes in the value of referanced instruments issusd by
third partes. The disclosed own oredit arcunts are also impacted
bry foreign currency mavements.

A1 basis point ncrease in the UBS credit spread owver LIBOR is
expected 1o result in an own credit gain of approximately USC
186 millien (CHF 18,3 milkon).

Feffection af market fiquidity nsk i fair value determiralians

Fair vabue estimates incorporate the effacts of market Bquidity risk
in the relevant markats. Market liquidity risk is the risk that a loss
is ircurmed in neutrabzing the expasures within a position of por-
falia by ether iquidatng the positan or establishing an offsetting
position. A liquidity adjustment is therefore raised to provide
against the expected cost of covering open market risk pasiticns
within & portfalic ar pesition. Liguidity adjustments are bedfoffer
adjustments taken where a net open risk position 5 retained and
the madel an which it is valued is calibrated to mid market. Valu-
ations based on modeks incorporate liquedity or risk premiums ei-
ther imglicithy te.g., by calibrating to market prices that ncorpa-
rate such premaums) or exphcitly,

33z

Reffection of madel uncertainty in fair value determinag tans
Unecertainties asseaated with the use of modeal-based vakiations.
are predominantly addressed through the use of model reserves.
These raserves reflect the amounts that LIBS estimates are appro-
priate 1o deduct from the valuations produced directly by the
madels to reflect uncestainties in the relevant medebng assump-
tions and mputs used. In arriving at these estimates, UB5S consid-
ars a range of market practice and hew it believes ather market
participants would assess thess uncertainties. Model resarves ane
periodically reassessed in light of information from market trans-
actions, pricing utilities, and ather relevant sources.

Waluation processas

UESs fair value and model governance struchura includes rumercas
conirols and procedural safeguands that are mitended 1o maximeze
the quality of far value measurements reported = the financal
statements. New products need o be reviewed and approved by all
stakehalders relevant to risk and financal contral. Responsibility for
e engoing measurement of finandal instruments at fas value re-
sides with the business but is independenthy validated by nsk and
financial control functions. In carmying out their vakbuaton responsi-
bilities, the businesses are required to corsider the availability and
quality of availzble external market infermation and to provide jus-
tfication and rationale fior their fair value estimates. Indepandent
price verification of finandial instruments measured at fas value is
undertaken by the product control function, which = indepandent
fram the risk taking businesses. The abjective of the independant
price venfication progess s 10 independenthy cormoborate the busi-
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Mote 27 Fair value of financial instruments (continued)

ness' estimates of fair value against available manet infarmatan,
By benchmarking the business” fair valus estimates with observalble
market pricas or ather independent sources, the dagree of valua-
tion uncertainty embedded in these measurements can be assessed
and managed as requirad in the governance framewark, A aitical
aspect of the independent price venfication process is the evalug-
tion of the appregriaterass of modelng approachas and mpul as-
sumptions which yield fair value estimates derived from valuation
madets. The autout of maodelling approaches is also compared fo
abserded prices and market kevels for the specfic smstrument being

b} Fadr value hierarchy

All finandial instruments at fair value are categonized inte one of
three fair value hierarchy levels at year-end, based upan the k-
e51 lewel input that is significant 1o the product’s fair value mea-
suremeant in its entrety:
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priced. This calibration analysis is perfarmed 1o assess the ability of
the model and its mputs dwiich are frequently based upan a com-
ination of price levels of abservable hedge instrumernts and diffi-
cult to cbsenme parameters) to price a spedfic product in its own
specific market, An ndependent model review group reviews LIBSS
waluation models an a regular basis or if specfic Tnggers acowr and
appraves them for valisng specific products. As a result of the valu-
ation controls employed, valuation adjustments may b= made 1o
the business" estimate of fair value to either align with independent
market infarmatian or fingncial accounting standards.

= Lewel 1= quoted prices (unadjusted) in active markets far iden-
tical assets and liakslities

— Level 2 — valuation technigues. for which all significant inputs.
are market observable, either directly or indsracthy; and

— Level 3 - valuation techreques which include significant nputs.
that are not Based on cbservable market data,

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

oOoOooodd

11210 1|
CHE bilion Level 1 Lewel?  Leweld Total Leved 3 Tatd
Financial zsets held for tiading’ e B0 100 1488 16 1712
Financidl marts held for trading pledged o coliateral 3.2 22 0.8 B4 06 842
Peritier: replacement vl ues 18 5.1 12.4 4011 ng a3
o which:
e —— oy 015 (] 018 (17 M5t
" Ereclt coriative contracks 4. rF Y] ns e
' Foroin awrfunge comtracts &3 1122 Lo 1115 og ot
" Fguiy s inchen comtracts 13 175 24 2.2 LT 51
© Comditier contcts L 58 o0 5.9 of 17
Fnacial ssets desinaled o dair vlue 0.8 1.3 0.5 B5 3 03 10.2
Fnencial invesents mesilabli-l-aa 520 1.0 0.5 TE 743 .1 14 )
Tatal assets 1734 96,4 15 694.3 045 4870 16 1291
Traing patfalo fabiliies 20 1B 03 550 35 134 0.4 &5
Hegatiive Epleremess vakoes 15 0.9 104 WIE T s 170 299

o -

 interast s rotracts 1.0 187 or 1924 a7 man 00 037
ol charivalies: contricts M 6.2 511 N 17} wr LT
© Frign wchange ceniracti a3 1209 1.4 123.0 03 gad ra 1oLt
Bty incer contract: 121 s 15 M2 la ra T
' Cermmaditier omtiacts ae 54 ol 60 BT R V. (2 58
Fnencial ishilties designated o fai sl 00 6.7 140 100E i 1024 1.3 127
Dther lishilities — srmeunts due undes weitdisked imeestment costracts 181 18.1 16 e
Tatal liabilities a6.4 40965 7 5676 1.2 5368 n1 5917

1 i dembadded which 1 fon the oo Balance sheet s i hirsd contrans, ave enluded bomthis tabie An of 30 Degember 00, thee Lt v hos of the erebedeid derhative on Debt isiaed
firne mar: peqths refl CHE 1.7 Hl-mdmm o5 beved B imstiwrmenty and postive aek CHF L3 bilioe clirislied 45 kel T retrameati sespenindly @ Firncial et hald B 1rafing ot indwde predious mesaland
coerodies mmmumnmmmdmm-mmmmmnwnmmmmmmmmmmmm

Detailed breakdowns of LBS'S trading portfalic and financial investments available-for-sale by fair valus hisrarchy levels are shown in
the Motes 11 and 13, respectively,
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Mote 27 Fair value of financial instruments (continued)

Transfers batween level 1 and level 2 of the fair value hierarchy
Trading assets of approximately CHF 0.8 billkan, of whech CHF
0.6 killion are equity instruments, and trading liabilites of ap-
proimately CHF 0.2 billion, of which almast all are short sold
equity instruments, were fransfarad from level 2 1o level 1 due to
increased trading actwities and volumes, respectively,

Trading assets and liabilities with amaunts of appraximately CHF
1.5 billion and approximately CHF 006 billicn weare transferred from
leszl 1 1o level 2 respectively, The assets are langely related fo equity
instruments of CHF 0.8 billian and government bonds of CHF Q.2
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Billion. The tradeng liabilities transferred from level 1 10 bewal 2 large-
Iy consist of shart sold debt instrumerts of CHF 0.5 billion, Thess
astets and liabilities transferred from level 1 1o bavel 2 no lomger met
the average market actwily UBS consaders necessary when deter-
mineng whether an instrument & traded in an active market,

Movernen s of leval 3 instnements

The tabde below includes a roll-forward of the balance sheet
amounts of the significant classes of financial instruments classi-
fied within level 3,

Meovements of level 3 instrsments and gains /losses Tor level 3 instruments held at the end of the reporting period

Fisaancial gty bekd o

Derhaatioe imstruments!

‘adisg {iacluding those sty Megaiu Fisanoal |l ifkes
CHE bildon priged i colakml)’ rapl acament waleas replacement walues.  designated at fairvalus’
Balance at 31 Decamber 2008 L] e Ex] 193
Tatal gains/{lcsses) induded in the income statement (L] {120} 115.4) (.7
WM e Bno L L R )
Crter 0.2 03] odf (LS
Punchazes, sales jmxuances and settlements (B3 =8} (5] (4.8)
Purchesze 56 0 i Qo
Sales (R na o ag
Bsuanme o AL T it
Lettle mests ila) [16.9] (1394 L]
Trarsfers inta or ot of level 3 24 &3 a8 83
Iendimbeed 125 B0 @2y o an
Tramslers out of kvl 3 17.1) [18.7] (192} n
Foraige currency trasdlation 0.1 1.2 15 1.0
Balance at 31 December 200% 123 138 17.0 103
Total gaire/{basses) for the period included in the income statement
Tar bevel 3 instruments bedd at the end of the reporting period 2008 {05 [9.3) 8.7 onn
Mt irading Inoome 11 15.4] aa wh
Cbar 0.8 1 =R ao
Balance at 31 December 2005 133 38 17.0 10.3
Total gales /{kses] Included in the incoms statement 03 1.2 18 0.3
Hat mdingincome oA Ll i, 18 a1
by 4 1 =1 0l
Purchases, sabes, ssuances and settloments 0o (7.0} (5.4} ]
Purchames v ] R o a0
Saes 1371 oo ai an
bsuanoes 0a 16 14 33
Setilements e 1854 158} &7
Transters Into or ot of level 3 0.4] [3.7) (1.1} 4.7
Jonshrsimtolevl3 s T LB L5 42
Teansters oet of hevel 2 12.8) [4.3} (290 JAA)]
Fareign currency translation (1.1 [3.04 1.5 0.1
Balance at 31 Decesber 2010 108 124 104 14.0
Total gales f(kosses) for the period included In the Income statemant
far kvl 3 instrumants held at the end of the reporting peried 2010 02 1.2 (1.8} 0.3
e L L n& o b
Dbt .4 [FN | 4] 0.2
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Mote 27 Fair value of financial instruments (continued)

Matenal :I'l._’u'l-gll‘ﬁ N level 3 instnesments

As of 31 December 2010, financal instruments measuwed with

valuation techriques using significant non-market cbsareable in-

puts fevel 3} mainly included the following:

= structured rates and credit trades, including bespoke collateral-
ized debt abligatans (CD0s) and collateralized loan obliga-
tions (CLOS)

- reference-linked notes

- financial instruments Bnked to the US sub-prime residential
and Us commercial real estate markets

- corporate bonds and corporate oredit default swaps (CDS)

- equity linked notes issued by LBS

- traded loans

Financial assats hald "-)" I".?.dll'l-;

Trading portfala assets transferred into and out of lewel 3
amounted to CHF 2.4 billion and CHF 2.8 billion, respectively.
Transfars inta lewel 3 of approximately CHF 1,1 billion were re-
lated to certain comparate bonds where no indegendent price
verification was possible given the obsernability of tha markat.
In additicn, traded leans of CHF 06 ballion were transferred
into level 3 as trading activity diminished and independent
saurces became unavailable, sowereign bonds of CHF 0.4 billson
wieke moved 10 level 2 a8 ro independent price sources wese
avallable 1o venfy far values. Transfers out of level 3 were
comprised of CHF 1.5 billion corporate bonds, of which CHF
1.3 billion were puttable bonds. Additicnally, transfers out of
level 2 included CLOs of CHF O.F billlon and financial instru-
ments inked to the Asian real estate market of CHF 0.2 billson
# independent price sources became available and were used
to verify fair values.

Level 3 trading assets purchased within the year amounted to
CHF 3.7 billion. These purchases indude traded loans of CHF 0.9
billion, cerporate bonds of CHF 0.9 kdlion, financal instrements
linked tz the commercial real estate market of CHF 0.6 billion,
equity instruments of CHF 0.4 billion, asset backed bonds of CHF
0.3 billign, and financial instrements linked 1o the Eurcpean real
estate market of CHF OLZ billson.

Sales and settlements of leval 3 trading assets amounited 1o
CHF 3.7 lillion, which induded carporate bonds of CHF 1.1 bil-
ligwry, traded loans of CHE 0.8 kdlion, asset backed bonds of CHF
0.4 billkon, finanoad instrurments linked 1o the US real estate mar-
ket of CHF 0.4 billion, finangal instroments linked o the Ssian
real estate market of CHF 0.2 billion and thase linkad 1o com-
modities of appraximatety CHF 0.2 Billion.

Derivative instruments

Derivative instruments transferrad inta level 3 indude positve re-
placement vahues of CHF 1.6 bdlion and negative replacsment
values of CHF 1.5 bilkan. Transfers out of lavel 3 instruments in-
cluded positive replacement values of CHF 2.3 billion and nega-
tivie replacement values of CHF 2.5 bilkan.

EDINETOOOO

00000000000 0O(E05852)

Transfors into level 3 positive replacernent values ware Com-
prised prirmarily of structured rates exctic trades of CHF 0.5 bilkan
whare skew and velatility could no langer Be verified, structured
credit bespoke CDO positions of CHF 0.5 bilkon, dus to a sub-sat
of cur portfalio being less comparable with available independent
market data for camelation, and C0S positans of CHF 0.3 bilkan
a5 eredit curves and recevery rales could ra lenger be indepen-
dently verified. Transfers into level 3 negative replacement vahues
were camprised primarily of structured rates exctic trades of CHFE
0.6 billion, structured credit bespoke CDO positans of CHF 0.3
billicn, collaterabzed koan cbligaton 05 of CHF 0.3 bllion,
equity options of CHF Q.2 billien as wolatility became urobsery-
able for long-dated pasitions, and commercial mortgage-backed
securities (CMEBS) CD5 of CHF 0.1 bilkan & reliabdity of indepen-
et market data for underlyings decreased.

Commenang 2000, UES considers input data for a position
observable when there is an equally offsetting transaction that
rullifies substantizdly the price risk relating to that input of the
instrument, A&s & consequence, positive replacement values of
CHF 2.2 billion in total wiere transferred out of level 3. The foll -
ing firancial instrurments were impacted: super senior subprems:
C 00 pesitions of CHF 1.2 billicn, subprime rasidantizl mortgage-
backed sequrities (RMES) CD3 of CHF 0.6 billien, COC positions af
CHF 0.2 billkon and MBS COS pesitions of CHE O billion. I ad-
dition, the folkawing instruments were transferred out of level 3:
subprime RMBS CD5 positions of CHF 0.8 billion as rebability af
independent market data on underlying positions increased,
structured credit bespake C0O positions of CHF 0.7 bllion, due to
a sub-set of aur portfalio being more comparable with available
independent market data for correlation, and eorporate bonds
D05 positions of CHF 0.3 billion where credit spreads and recov-
ery rates could be independently werified. Transfers of negative
replacemant values out of level 3 include the effect of LIES's naw
wiew that offsetting transactions may give rise 1o a level 2 dassifi-
cation. The effect amounted to CHF 2.2 ballien in tetal. The fal-
lowing finandal instruments were impacted: supsr senior sub-
prime CDO positans of CHF 1.2 billion, subprime RAMES CDE af
CHF GG billion, CRO positions of CHF Q.2 billion and CMBS 05
positicns ef CHF 0.1 billien. In additian, cerporate bond COS af
CHF 0.3 billion were transfarred out of level 3.

Met issusncas and purchases of level 3 postive replacement
walues were 1.8 billion, which induded equity options of CHF CL8
billicn, structured credit bespake COO positons of CHF 0.4 bilkan
ared structured rates pasitions of CHF 0.1 billion. MNet ssuances
and purchases of level 3 negative replacement walues wera CHF
1.4 billicn, which induded structured credit bespoke CDO posi-
tions of CHF 0.9 billien, eguity options of CHF 0.2 Billien and
structured rates of THF 0.1 billion.

Met setthernants of level 3 positive replacemant vabues were CHF
& & [illion, which consisted primarily of structured credit positions
of CHF 3.0 bdan, subprime super senicr CDO positions of CHF 1.5
billion, asset-backed C05 positions of CHE Q.7 billion, subpame
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Mote 27 Fair value of financial instruments (continued)

EMBS COE positians of CHF 0.6 bllion, eguity optons of CHF 06
billizn and US commencal real estate CWBS pastions of appraxi-
mately CHF 0.5 bdlion. Mat szlas and settlemants of kevel 3 nega-
tive replacement vadues were CHF 6.8 billion, consist of struchurad
credit baspoke COO positions of CHE 2.7 billion, awction rate secu-
rity farward purchase agreements of CHF Q.8 billion, corparate
bord CDS pastions of CHF 06 billian, structured rate trades of
CHF 0.6 bilkon, subprime RMBS CDS positions of CHF 0. billion
and subprime super sanior CDO postions of CHE 0.5 billion,

Financial labilitias -'_19_-|-'__'|||._'|I,e;j at fair value

Transfers of financial liabilibes dessgnated at fair value into level 3
were CHF 5.8 hillion, consist primarily of sacured funding notes of
CHF 2.1 billon due to the lack of directly comparable transac-
tienal data, structured rate-linked notes of CHF 1.9 billien as the
volatibty of the embedded dernvative could not be independently
tested, equity linked notes of CHF 1.3 billion as the wolatility of
the embedded equity option could no longer be indepandently
verified,

Transfers of financial lizbilites designated at fair value out
af bewel 3 were CHF 1.1 kallion, which cansisted of equity linked
notes of CHE 0.5 billion and structunad rate-linked notes of CHF
0.5 billign where the valatility of the embedded option was inds-
pendenthy verified.

Net issuances of level 3 financial liabilities designated at fair
value were CHF 3.3 bilkan, cardisting primarily of eguity linkad
notes of CHF 1.6 billion, structured rate-linked notes of CHF
1.2 billion and credit linked notes of CHF 0.4 billion, Net setfla-
menits of level 3 financal liabilites designated at fair value were
CHE 47 ballion, which consisted prmardy of equity linked notes of
CHF 2.4 billion, structured rate-linked notes of approximataly CHF
1.4 billion and credit linked notes of CHF 0.4 billion.

Sensitvity infarmation
Sensithity of leve! 3 financal assets and fabilities

Included in the fair valuz estimates of financal instruments car-
ried at fair value on the balance sheet are those estimated in
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full @r in part using valuation technigues based on assumpions
that are nmot supported by market cbservable prices, rates, aor
ather inputs. In addition, there may be uncertainty abautl a
waluation which results from the choice of valuation technigus
or model used, the assumptions embedded in those models,
the extent to which inputs ase nat market observable, or a5 a
conseguence of ather elements affecting the valuaban tech-
nigue or model.

Ta show the effect when changing the unobssrvable inputs
to @ reascnably possible altermative assumption, UBS per-
formed a sensitivity anatyss of its financial instrements dassi-
fied as level 3, which are walued using a mocel-based tech-
nigue, and far which significant medel inputs are unabeavable
in the markets in which the underhing products are transact-
ed. For secunties and loans which are nat ascribed a value
from & medel-based Echnigue, fair values as of 31 Decamber
were adjusted by twe 1o 20 pereent, as deermed adequate for
the applicable praduct inthe professional judgment of contral
functions, which perform procedures to establish the reason-
dbleness of the Bank's valuation assertions at the balance
shieet date. For all other level 3 finanoal instnaments, the re-
spective significant unobeervable parametars were identified,
and fair value estimates adjusted to alternative assumptions.
deemed reasenable in the markets in which the instruments.
may ransact.

Cagh instruments referied te in the Below 1able ralate 1o long
and short inventary, if applicable, of the respective product type.
Far purpasas of the below presentation, derrative instruments.
will include positive and negatwe replacement values, as well &5
sued nates with embedded equity or interest rate derwvative
features, which are presented on the UBS balance sheet as finan-
cial assets or liabilities designated at fair walue. For all instru-
ments, favorable changes are increases to @sset values and de-
creases 1o liability values, as a consequence of applying the
refevant senutivity percentage. Unfavorable changes are de-
creasas in asset values, and inoreases in liabilty values, as a con-
sequence of applying the relevant sensitivity percentage for the
respaective finandial instrurments.

ol Mn.az10

Favarable Unlavorabie
CHF tilion changes chames
MY SO e 0.3 2.3}
Btwantss 02 2]
Taded logns a1 2.1}
Total cash Instrumants 06 [0}
Equity derivatives a4 (.41
Intesest ale dervaihes a7 @7
Credil derianives a1 2.1}
Tatal derivatives Insrumants 1.2 1.2}
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Mote 27 Fair value of financial instruments (continued)

o) Valuation techniques by product

This section indudes a description af main product categorias,
and related valuation techniques employed by the Bank.

Govermmaent and corparate bonds, bills and loans

Gawerrumernt bonds and bl are generally activaly traded with
quoted prices in liquid markets. Should market prices not be avail-
able, the securifies arz valued against yeeld curves implied from
samular issuances.

Corporate bonds are priced at market levels, which are based
an recent trades or broker and dealer guotes. In cases where no
directly comparable price is awailzble, the bonds are tested against
vields derived from other securities by the same issuer ar bench-
miarked against similar securities adjusting for seniority, maturity
and lquidity. Far iliqued secunties credit modeling may be used,
which considers the features of the security and disoounts cash-
flowes using cbsarvable or impled credit spreads and prevading
interest rates.

Loars held at fair value are priced at market lavels seflect-
ing recent transactions of quoted dealer prices. For illiguid
loans where no market price iz available, alternative waluation
technigues are usad which may indude relative valus bench-
marking using pricing derved from delst instrurnents in compa-
rable entities.

The esrporate bending partfolio i valuad using ether directly
obsened market prices typically from consensus providers or us-
ing & credit default swap pncing model, which reguires credit
spreads, recovery and intenest rate mputs.

Equity securities, hedge fund and investment fund units,
conwertible bonds, and options

The majority of aguity securities are traded on public stock ex-
changes where quoted prices are readily and regularly available.

Hedge funds are measured at far value based an their pub-
lished Met Asset Walues {Mav'sy. The Bank will consider the avail-
ability of MAVs from the funds or restrictions impased upan
the redemption of these furds when determining the final fair
value.

Comertible bonds are mastly valusd using observable pricing
sources, which are generally available given frequency of trading
in the markst.

Investment fund units are predomenantly exchange traded,
with guoted prces in liguid markets. Should market prices not be
awallable these instruments may be valued based on ther Mat
Azt Valus (Navh,

UBS has positions in both Exchange Traded Options (ETO)
and Owesthe-Counter (OTC) options, ETOs generally have ab-
servable prices, and the Bank considers market prices fer their
fair value assessment. OTC options are measured using either
industry standard models or internally developed proprietary
rrodels,
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Aesidential Mortgage-Backed Securities (AMES), Commercial
Mortgage-Backed Securities {CMBS), Asset-Badked Secunities
(RS and Collateralized Debt Qblgations (C0O)

alues of RMBS, CAMBS, ABS and CROs are determuned by traded
prices and independently verfied market data whan available. In
the absence of diwect market data, values will be derived from
traded and quoted prices on the secunties with similar character-
wstics or indices through benchmarking and the triangulation ap-
proaches.

Securities with plain vanilla strecture but limited observable
market data are valued through industry standard valuation
modelks, while those with complex structures are valued through
progrietary models. Key inputs to such medels include manage-
ment’s quantitative and gualitative assessment on current and
future economic conditions, of securities” projected perfor-
mance under such conditions, as well as liquidity in the markat,
amang other factors, When applicable, resenses including, but
ret limited to, model rsk and lqudity risk as reflected in the
oidseffer may also be taken into account to determire the final
walua.

Credit denvatwes related to RMES, CAMBS, ABS and CDO

Credit derwatives are in the farm of oedit default swaps, total
return swaps and balance guaranteed swaps either referencing an
index, single name secrities or a basket of references, Singke
name confracts are primanly priced using reliable market data or
traded prces on identical or simwlar exposures o determene their
walue. More illiguid and bespoke credit derivatives are valuad
through proprietary models and inputs to such models are derived
via market data and calbration 1o samdlar transactions, refarence
indices, and securities.

Credit derivatives

Zingle name and index credit default swaps, and any darvation or
cambination which can be classified as complex structured credit
products, are vahued by using market avadable credit spreads and
recavery rates fram either consensus pricing services or other mar-
ket participants. This data is fed nto industry standard models in
arder to derive fair valug.

Complex strgctured credit products are valued using proprie-
tary madels, which are calibrated to data desved from consensus
oriang services. Inputs ta these models indude single name cred-
it spreads, recovery rates, implied correlations, credit volatilities,
cash/synthetic basis spreads and quanto basis spreads,

Rates swaps and forwands

OTC swap products indude interest rate swaps, basis swaps, onoss
currency swaps, inflation swaps and nterest rate forwards, often
referred to as forward rate agreements (FRAs), All of these prod-
ucls ane valued by estimating fuluse intesest cash-flows (bath
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Mote 27 Fair value of financial instruments (continued)

fized and future index bavels) and then dscounting these flows
using an intzrest rate that reflects the appropeiate funding rate for
that portion of the portiobo. Interest rates and future mdeax levels
used in the above caloulations are generated from cbserving cur-
rent market interast rates associated with typecal OTC interest rate
derivatives (swap rates, basis swap spreads, futures prices, FRA
fates) and corverting thase inte rates speafic 1o the partialio uws-
ing market standard yield curde models.

Fates ootions

Interest rate caps and floces, swaptions, and other interest rate
aptions are valued wsing market standard option maodels. These
maodsals use inputs that include (but are not limited to} interest
rate yiedd curves, inflation curees, interest rates volatilities, FX
rate wolatlites, inflation volatilities, correlations (between differ-
ent interest rates or between rates and FX or inflatiaon). The
maodels are calibrated so that they are able to recover market
observed prices for standard option instruments trading within
the market and the calibrated model iz then used 1o revalus the
portfilio.

) Deferred day 1 profit or loss

The table reflects finanaal mstruments for which fair value & de-
termined wsing waluation models where not 2 sgnificant nputs
are market observable, Such financial instruments are inifially rec-
agrezed at their transaction grice, although the values oblained
frarm the relevant valuation medel on day 1 may differ. Day 1 re-
sarves are released and PAL is recorded in trading profit or boss as

Deferred day 1 profit or loss

EHF million

Balance at the beginning of the year
trareactions
.il:mtmslzhrmnt

Fereign cersency franslstion -
Balance at the end of the year

X spot and forward
Open spat and settled FX positions are vabued using the observed
markat FX spat rate. Forward FX positions are valued using the
spat rate adpusted for forward pricing points obsensed from stan-
dardd market sources.

P oplions
OTC options on FX rates are valued using market standard option
madels, These modeks indude inputs that indude (but ame not
lirnited to) FX spat rates, FX farward points, FX valatilities, interest
rate yield curves, comelations betwesn FX rates and interest rates.
The modek are calibrated so that they are able 1o recaver market
observed prices for standard option instrements trading within
the market and the calibrated model is then used 1o revalue the
portfalic,
= Refer to the "Risk and treasury management” section for more

information on certain finandal instruments with significant

waluation uncertainty (CWA monalines, US and

naon:LiS reference-linked notes, option to acquire equity of

the SNB StabFund)

aither the underlying parameters become abservable or the trans-
action is closed out.

The table shows the aggregate difference yet to be recognized
in profit or loss at the beginning and end of the penad and a
recancliation of changes in ihe balance of this difference (mave-
ment of deferred day 1 profit or koss).

Far the year eaded
.10 1209
599 a1l
o B ]
......................................... 2en) S
(54} (1sh
585 550

On 31 December 2010, deferred day 1 profit or ks of appaox-
mately CHF 0.3 billion {31 December 2009 apprommately CHF
0.2 billieny pertaing largely ta structired rates and credil tradas,
induding bespoke CDOs and multi-name credit default swaps,

338

and of approximately CHF 0.3 billicn (31 Cecember 2009 ap-
proxemately CHF 0.3 bilion} to over-the-cownter {OTC) equity ap-
tions. Both instruments are presented as replacement values on
UBS55 balance sheet.
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Mote 27 Fair value of financial instruments (continued)

e} Rnandal instruments accounted for at amortized cost
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Thie follewing tabla reflects the astimated fair values far UBS's instrements accounted for a1 amertized cost. Refer to MNote 29 for an
avernew of finandial assets classified as “loans and receivables” and financial Babilities accounted for at amortized cost.

31.13.19 nzes
CHE ildon Carrying valae Falr value Carrping value Fairwalue
Assets
Due from basks 171 174 1.8 163
=1 1613 FLEE .7 2656
Lach gollaberal om secyrities bomowed 615 62.5 639 635
Resierse sepuschase agreements 1428 1418 1167 a7
Cach gollateral reoemables on derhative instumsents £ =4 : 558 533
Agcied nonme and prepak expesses, other sssets 0E 06 214 24
Uabilftes .
II_H!IHJJI:-IAS .3 AT 1R 3a
Due fn desiomers 3323 s 333 3393
Cach collatersl om securities lant 6.7 ET & &0
Peperchie agresments TE Ty 5.2 642
Cach collatersl pavabiles on denvatie nstuments b1 =8 661 651
Deb issued 1315 1A 1345 1336
Agcied espenses and defemad ingpme, ot labites 453 45.2 .3 5]
Comenftments o
Lan comesimesss! BA 18 o3 12
Guaraniees and sisilar issirements’ 0.1 0.3 =] 04

0 AV PR R 81l B T COMPVTISENR S, K (0 PETRNCS Aaceed PR B a6 panciad Iabalicis kg natied  Tair valha# and o by Ko SOMaTiEITEns. ol Kecogy esd on beda poe Shist, uniess  provision

5 e

2 Thae S vl O Franecial i ra e i il it Pretiets vl ks of T eopuinsiod fines eondimnt O pes I vl o 1he sopisTied] Sathowes.

Leans indude Wealth bManagement assets, mainly mertgage loans, where fair values exceed related carrying walues by CHF 2.4 billion,
and Investment Bank assets where fair values fall below related cammying values by CHF 1.2 billion,

The fair values included in the table above were caloulated for
disclesure purposes only. The vabuation technigues and assump-
tiors described balow peovide a measurement of fair value of
UBSs financial instruments accounted for at amortized cost.
However, because other institutions may use different methods
andl assumgtions for thes fair value estimation, such fair valee
disclosuses cannot necessasily be compared from ane finandal in-
stitution 1o ancther, UBS applies significant judgrments and as-
sumptions to arrive at thess fair values, which are maore halistic
and less sophisticated than LUESS established fair value and modsl
gowernance policdes and processes appbed to financal mstru-
mients accaurted for at fair value, whase fair values smpact LBSS
balance shest and net profit. The following principles were ap-
plied wien determining fair value estimates for financial nstru-
ments accounted for at amortized cost:
= For financal sstruments with remaining maturities greater
than three menths, the fair value was determined from guoted
market prices, where avalzble.
- Where quated market prices were not available, the fair values
wiere estimated by discounting contraciual cash flows using

current market interest rates or appropriate yeld ourves far in-
strurments with semalas credit rsk and matueity. These estimates
generally include adpustments for counterparty credit or UBSS
oWy credit.

— For shart-term financial instruments with remaining maturi-
ties of theee manths or less, The camying amount, which & net
af eredit lass allewanzes, is generally considgared a reasonable
estimate of fair value, The following financial instruments ac-
counted for at amortized cost have remaining maturities of
three months or less: 4% of amounts dus from banks;
100% of cash collateral on seounities borrowed; 95% of re-
verse repurchase agreements: 100% of cash collateral recen-
ables on derivatives; 42% of loans; 94% of amounts due to
banks; 100% of cash collateral on securties lent; 93% of
repurchase agreements; 100% of cash collateral payable an
derivatives;, 57% of amount due 1o customers; and 30% of
debi issued.

- The fair value of variable interest-bearing financial instruments
accounted for at amortized cost s assumed 1o be approximat-
ed by their carrying amaunts, which ane net of credit loss al-
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Mote 27 Fair value of financial instruments (continued)

lowances, and dees not reflect fair value changes in the credit
quality of counterparties ar UBSs cwn credit movemants,

- The fair value estimates for repurchase and revarse repurchase
agresments with wanable and fixed nterest rates, for all ma-
turities, includs the valuation of the interest rate cormponent of
these instruments. Credit and debst vabuation adjustments

have not been induded in the vakuation due to the short term
nature of these instruments.

— The estimated fair vabues of off balance sheat finandal instru-
ments are based on market pricas for samilar facilities and guar-
anteas. Where this information is nat available, fair valus &
estimated using discownted cash flow analysis.

Mote 28 Pledged assets and transferred financial assets which do not gualify for derecognition

Financial assets are mainky pledged in securities borrowing
and lending transactions, in repurchase and reverse repurchase
transactions, under collateralized credit lines with cenral
banks, against kaans fram mortgage institubions, in connectan

with derivative transactions, as security deposits for stock
axchanges and clearinghause memberships, or transferred for
security purposes in conmection with the issuance of covered
bonds.

Aswets pledged
Canrying amosnt

W millicn AL 111208
Finamcial meets held for trading portioiio assats piedged o third parfies 8,742 64,748
- shire! pavsiar with right of rabypothacation FER]]
labie-for-sale pledged to thid parties 53,211
- 1,1
woewebies 12,552
" fwhisk: plecked to thivd pavsiar with night of rebypathacation 18z
Tatal Financial sssets pledged 158,702 152 264

The follawsng table prasents details of financial assets which have been sald or othensse ransferred, but which da nat qualify far
derecogniteon. Criteria for derecogration are discussed in Mote 1a) 5.

Transfer of financdal assets which do not qualify for derecognition

Contimeed asmt recogrition in fell - Total amrts

EHF tilion a0 .1z0e
Mature of transactian

hmnmhrl\ing L e i
...... . agnt"” G
E.".E.:L l::m" .1rmsit= ........................................................... s e
Tatal 158.1 1526

The transactions are mostl conducted under standasd agres-
ments employed by financial market partcipans and are urder-
taker wath counterpartes subject 1o UBSYS narmal credit risk can-
tral processes. The resulting credit risk exposures are contralled by
daily monitoring and collateralization of the postions, The finan-
cial assets which contnue 1o be recognized are typecally trans-
ferred in exchange for cash or other finandal assets. The assad-
ated liabilites can theretore be assumed to be approximately the
carnying amount of the transfarred financial assets except for cer
1ain positians pledged with central banks,

340

LIBS retains substantially all msks and rewards of the transfemed
assets in each stuation of contnued recognition. These includs
credit risk, settlement risk, cowntry risk and market risk.

Aepurchase agreements and securities lending agreements ane
discussed in Motes 1a} 13) and 12} 14), Other finandal asset trans-
fers include sabes of financial assets while concurmently entenng
inte a total rate of return swap with the same counterparty and
sales of finandial assets imvolving guarantees.

Transfemred financial assets which are subject 1o partial con-
tinusng invohement wire immaterial in 2000 and 2002,
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Mote 29 Measurement categories of financial assets and financial liabilities

a} Measurement categories of finandal assets and finandal labilities

Thie fallewing table provides infarmation about the carrying  low wiich causes certain balances ta differ frorm those prasented
amounts of individual dasses of finandal mstruments within the  on the balance sheat.

measurement categones of financial assets and financal liabikties = Raffor to “Nota 27 Fair value of financial instrumants* for more
a5 defined in 145 39, Only thase assets and liabilities which are information on haw fair value of finandal instruments is
deermed ta be finandal instrurments are inchuded in the table be- determined

3MAz0 .29

148521 171,173

........... g1 s
Z685 ERLc]
A0, 146 AF0,604
613,584 &40, 1897
.............. - .
............................................. w8 e
............. 17,123 16,804
.............. £I.451 53,507
Peessputhmengeements 142,790 116,689
LCaeh rollataral mooiable: on daraiis iresusents =man 51,774
B e e 151,263 24,710
Accued income and pregai epesses 1404 1965
Cefiew agsets 18175 19,941
Tatal 569129 537,789
Availabla-farsale
Finascial imesimests g labie-for-sale T4, 7608 g1,757
Tatal Fimancial ssets 1,288 185 1, 85 066
Finandial liabilities
edfortading
Trading partiolo fabiltes 54575 47,469
B e, 108 &
Mngattse replacement valees 158 782 405,042
Tatal 450,045 28743
Faif value through profit e loss. ather
Fnoecid febifises designatedl st foirnaloe 100,758 112,653
ARG due urder enit-inked contiacs 18,125 1,780
Tatal 118,881 134,302
Fimancial liabilities at amortized cost
Bue o banies 41480 ez
Cxh collsterd on spcurities et Ba51 7.845
Re|:-rd139e BIERMRAL T4, 736 B, 175
Cech wllaterd pasbles on dedvalis instuments e 4,097
[Dug tn pestomars 3z 339, 263
fetwsdepensesd delenedieame 7581 852
Bebtimues 131,628 124,453
Cehes abibtes 41,622 45,774
Tatal 694,503 628, 201
Tatal fimancial lisbilities 1,263918 1,350,014

+ O 127 bilbon of Loarrs, CHF 16 bllbae ol Finaadal ivestrents. snalakblor-sale and CHF T billon of Flaaecel sssets desigrated ot Mai mah g e snpecbed 1o be ssomessd o0 setthed after bwebe ronths, 2 Emied-
died desivatins presented on the Balance shist fae Dbt Bsusd
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MNote 29 Measurement categories of financial assets and financial liabilities {continued)

b] Reclassification of finandgal assets

Thie redassification of finanoal asets reflected UBS change in
intent and ability to hotd these financal assets for the foresesable
future rather than for trading in the near term, The foresesable
future 5 interpreted 10 mean a period of approximately 12 manths
followireg the date of reclasshication. The financal assets were
reclassified using their fair value on the date of the reclassifica-
tion, which became their new cost basis at that date.

Trading portfolio assets reclassified to lnans

In feurth guarter 2008 and first quarter 2009, financal assets
withs fair walues on their redassfication dates of CHF 26 bilkan
and CHF 0.6 Billion, respactively, were reclassified out of Trading
parTfalc assets 1o Loans.

The table below shows the casiying vakues and fair values of
these financial assets.

CHF bihon 3N.2.90 3a2m
Gangee ne 195
Falt w2 12.1 Ho
Pro-foma fak walue gats ! oss) 0.2 g

In 2010, carrying values decreasad by CHF 2.0 bilkon mainly
due to zales of CHF 6.3 bdlion, Redemptions of CHF 0.7 balion
and the apprecation of the Swiss frang against the LS dollas of
CHF 1.4 billion resulted in further decreases. The decrease was
partially offset by the accretion of interest of approximataly CHF
0.4 bdlion from the amartization of the discount betwesn carmy-
ing valises and the expected recoverable amounts,

Fair values of reclassified financial assets decreased a5 well by
CHF 6.9 bilban if 2010, The deareases included sales of CHFE.3

Redassified assets

CH dibdon

billion, redemptions of CHF 0.7 billion, fair value changes of CHF
0.4 killion and the appreciation of the Swiss franc against the LS
dollar of CHF 1.4 kallion, partially offset by fair value gains of CHF
1.8 billicn.

The table below provides notional values, fair values, and car-
rying values by product category, & well as the ratia of camying
walue to notional value.

Reclassified financial assets impacted LB income staterment
a5 presented m the 1able Beboe.

Rats of camying
o Eational vaug

U student loan and menicoal setion e eomites B e e £a%

............................... m

155,

o it

................. Eah

2%

Total {exchuding CMES interast-only strips) 125 1.7 1.6 BE%
CMBS insares-sly strips 04 03
Tatal reclassified assets 125 121 11.5

Conftribution of the reclassified assets to the intome statement
Far 1he mar endad

CHF ilion N0 32m

B inbesesd |ndgime a5 1.5

Creadit kass (epense)/ reooeny [y 1

Grhes income! LA LAl

Impact an operating prafit befors tax 0.5 15

1 Inchadies el gairri an We deposal of el ndied psisls
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MNote 29 Measurement categories of financial assets and financial liabilities {continued)

) Maximuwm exposure to credit risk and credit quality information

The table below presants the Group’s maximum exposure to ced-
it risk without taking account of any collateral held or ather cred-
it enhancements, The amaunts induded in the table reprasent the
carmying amounts of finanoal instruments subject 1o credit sk,
which were determined under the guidance of IFRS. Finandial in-

strurnents hiave besn netted anly if and 1o the extent a) legally
enfarceable rights to offset exst, and b) UBS has the intention to
setthe the underlying transactions on a net bass, As such, the
amounts discosed in the table below should nat necessarily ke
considerad a “risk rmeasure” .

Mazirmurm expasure to credit risk

20 0209
CHF millien WL L ] Ortier! UES  WHESE Whis 1B Crbey! 1133
Balanied mith cential banks 10,727 o 137 o id,459 ] L] 9,525 6114
Due fram benks 654 157 12,007 s 17,133 1,647 1,074 12,202 o] B A0
Liseares 199,581 22470 FR.004 158 261,165 1410 21,452 a5 722 86 H[A.TI0
Cavth collateesl o securities bomosed 2,454 62,454 63,507 63,507
Feverie pepuechase agresments 3615 13357 15600 143,780 1.H7 4302 109856 1384 116635
Canh collateesl e iablis on derialive imSuments q 38,051 15 FR0T1 4 53,755 ] 537
Aitrued incose, ofher set and debl usdermiiling
comesimests subject 1o oedi sk 1187 163 18437 B04 0,581 1319 7 18733 1,185 21434
Financlal Instruments recognized at amoetized
cost on balance shest 214,153 35405 207,300 16,852 555,762 080 ams 316,588 561 S55032
Fositive rapl3caman vamas O L L I 0 Mess 1T R1eM
Trading portfoln assess linduding pladged pessores) =
debt instrements a0, 613 12988 5 134,310 16,341 1, W7 17,047 1738 136234
Fnancial ssets designated a2 fairslue —
debl irdtamenls i) 7.350 1,389 65 9317 9,383
Fnencidl inveitsents gailable-for-sde —
debit inssements a7 11585 3426 AT TaAE 3,393 16,515 52,183 6315 B0
Financlal Instruments recognized at falr value
an balance sheat 13,453 12,738 539788 &0,215 615,255 34,333 14,143 Lt a 2R3}  &arhy
Crad it guaraniess, o mance geaianbaes, docemaniany
E'!!ih.ad 1 i1:1n.||:r_-h2 10,445 I 5,087 1% 1_!_.-1.!)!- 11,288 185 11? 16,975 _
Lian 1278 1088 48,509 5B 50,218
imevocble commiments i squre ARS 140 g ame AT0
Imevncable forwerd starting reverse sepos ageements 24038 30,008 42000 43000
Imevocable formend starting securities bomowing
r— 454 454 o o
Commitments 17,724 1436 93,607 19 112,887 19,024 a3 108, 786 137 12E9IN
Total at the year-end 145,340 42640 930683 TTRIE 1. 2@590F 251533 46040 0,021,184 12821 1,331,630

1 (b irachudes Gilobal At Managurnent and basiriany st aad otber conpovabe ems. 1 The elated provision of OHF 150 millon (0HF 50 reilion For 20050 Bas been Seducied,

The table above does not incude written credit protection,
wihich is generally recognized on UBS's balance sheet under Neg-
ative replacement values. It also exdudes UBS potential obliga-
tiens under the Swiss Deposit Insurance (2010: CHE 981 million,
2009: 1,030 mallien).

Thie maximum exposure 10 credit risk deterrmined under IFRS
guidance and disdosed in the table abowe & actively managed
and subject to credit risk management, such as collateralization
and hadging, Caollateral keld and credit risk mitigation is deswribad
in the sectan “Rek management and contral ™.
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MNote 29 Measurement categories of financial assets and financial liabilities {continued)

Financial assets subject to credit risk by rating category

CHE milion 31,1210
Rating calegory’ 0-1 -2 4-5 =] 5-13 defaulted meat rated® Total
Balances with cantral hanks 14,636 3,800

2E 1,78
11,845 7563
53,372 11287
15,220 331,72%

8207 2259
52,541 59,353
55,804 5,555

104 5852
131 71832
BT 32,753
Imgvncable forwand starting securities bomowing
H 27856 675,054
CHF milion ELRFE: ]
Fating categary” a-1 -3 4=5 G=8 S-13  defalbied ot rased Total
Bakances with cantral banks Camn s 3 181
nE 16804
1552 =41 584,700
gm0 180,196
WiE 357,590 471880
795 1M 53774
BTG 5603F 126234
1536 5000 0,406
mn 7,407 mMAE
o L i g e g e
95 40.8AF e
Py
irevncabe formard starting seourities borrowing o0
Tatal F41,368  £99.417 185,140 13288 34608  EO037 43824 1,323070
| Dmat on 1Tng Calzpones ar avebabls 1 Eatke -LEG T=tal g scoie 212 maspg ol Seemal 11 Wb Sedicn <Fisk AT UEESUY MaNGEMET . 1 ERues o s aquie ARG o CHE 140

Y
o for 20000CHF 3, 000 miien 20051 :MdeHFrEDrﬁhmDmMnim are nat ded e from By notional walee of Gearamiess and Srky istnumests. + These matings ae
gt aveiizble for 2010 apd 2003 pepertmey
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Mote 30 Pensicn and other post-employment benefit plans
CHE maon
Mt pariodic pession oo for defined banafit plass

Pension cost for defined contribesnn plans (hicte 20c)
Tatal pansion and ather post=smployment benefit plands |Mote 5

31.12.10 11,1208 30,1708
477 T4 &0
[
-
[
45 246 ERF
Tid ] i

ap Defined benelit plans

UBS has established vanous pensan plans insde and outside of
Switzerland. The majar plans are located in Switzerland, the LK,
tha US and Germary. Independent acteanal waluations are per-
farmed far the plans in these countries, The measurement date of
these plans is 31 Decemnber for each year presanted.

The averall investrment policy and strategy for UBS' defined
benefit pensicn plans are guided by the objective of achieving an
immestment return which, together with the contnbutions paid, is
sufficiznt 1o maintain reasonable contral aver the various funding
risks of the plans, Depending on the country the pension fund
trustees andfor UBS are responsible for the determenation of the
miix of assat types and target allocations. Actual asset allocation is
determined by & variety of current 2conomic and market condi-
tions and in consideration of specific asset class nsk,

The expected lomg-term rates of return an plan assets ane
based on lang-lern expected wiflation, interest rates, sk pre-
miums and targeted asset class allocations. These estimates
take into consideration historical asset class returms and are
determired together with the plans’ investrment and actuaral
achvisors.

Swiss pension plan

The Swiss pension plan covers all LIES employess in Switzerland
and exceeds the minimum benefit requisernents under Swiss law.
Thie Swiss plan allows employees a chaice in the level of anneal
contributions paid by the employes. The pension plan provides
benefits which are based on annual contributions as a percentage
of salary and accrue a1 an nterest rate that s defined annually by
the Pensicn Fourdation Board.

Centributions to the pension plan are paid by employees and
the ermplaver. The emplayee cantributions are calculated as a per-
centage of cowered salary and are deducted meanthly. The percent-
ages deducted from salary for the standard level of benefit cover-
age depend an age and wary between 1% and 9% af covered
[ase salary and 2% and 8% of covered wariable compansation.
The employer pays a contribution that ranges between 100% and
375% of employess’ contributions far the standard level of ben-
efit coverage. The benefits coverad includs retirement benefits;
dizalility, death and surweor pensions: and emplayment termina-
Tion benefits.

The employer contributions expacted to b2 made in 2011 to
the Swiss pension plan are CHF 530 million.

niematianal pension plans

The miternatsanal lecations of UBS operate vadious perdian plans
in accordance with bocal regudations and practices. The locations.
with defined banefit plans of a sgnificant nature are in the LIK,
the LIS and Germany. Thie LK and the LS defined benefit plans ane
closed 1o new entrants who anse covered by defined coniributan
plans. The amounts shown for international plans reflect the net
funded positions of the significant international plans.

The pensian plans provide benefits in the event of refiremant,
ceath or dsabikty. The level of benefits provided depends on the
defined rate of benefit accrual and level of compersation. The
plans are funded entirely by UBS. The employer contributions ex-
pected to be made in 2011 fo these pension plans are CHF 96
mdlign, The funding policy for these plans is consistent with local
government and tax requirerments.

The assumgtions used o international plans are based on local
aconomic conditions.

-+ Refor also to Note 1a) 23).
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Financial information
Metes to the consolidated financial staterments

Mote 30 Pensicn and other post-employment benefit plans (continued)

Dafined baenafit plans
CHE milion Swiss ntpmatineal
For te yoar anded 21,1210 EYRFE: ] 1308 310200 ERAFL:] 30,1708
[FARAE] {asue)
B - (5
(B5T) o1t
e e '
145 318
L 12m 8
145)
........ L
Definad benefit abligation at the end of the year [21,255) 13842}
Fairalug of plan avsets at the begisning of e gee 20,288 18,05 3,181 3517 1366 451
BE0 21
o = fLanm
510 154
.......... p .
157 :
Lo hasanae s e sah o ide
[443) 104 {104
Fair value of plan assets at the end of the year 20,680 0,086 18,029 3,405 3807 LB
Funded status (60%) [LEE] (2, 2831 [B47) (236} (176}
Ureecngaized nat achsarial {gaire) ! msses 3,028 PR 4,405 1,183 1475 1314
{Acoruad |/ prapaid panskan cost 2418 FALE FALL 535 B34 548
Moyemant in the met (liability) or asset
Vacted | propaid pamcion ot X o begnaing of theyer. av6x Al 4l BR M 6
......... (2000 SR )
510 FEFS 154
o 4 B
24 (303}
(Acorued) i prapaid pansian cost 2418 &3 4
Amounts recognized in the balance sheat
Popalpenainacel s e 1182 o T . T
Aroruad peasion labiliy (230 [251] (3504
{Accruad |/ prapaid pansian cost 2418 FALE 3123 535 534 548
In4 [}
85T L
(asa) [
B4 En _
R R e e e e e 15
Limit of dafised benedit aswt [1,204)
Maat periodic pansion cost 300 537 [E] 130 167 [
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Mote 30 Pensicn and other post-employment benefit plans (continued)

Defined benefit plans {continued)

Fuscled and unfunded plans
Gt
(R mAlen F.a2.10 LR EEi ] 31.12.08 EIR A 311206
Defined benelil cbbgation kos lunded plars (21,299 21,4191 121,301] (20ETTH 121,506}
Men el 20,650 20,265 19,029 22181 21336
Surplus ! {deficit) (RDE) 1833) (3,283 1,304 (170
Eaperience gains/logsesh on plan ligbilties 253 214 a
Experience gain ) {leuses) o8 plan ssels 54 [ (3,820
Insamasnnal

EHF mation EIRFA( Nm 31.12.08 EIRFAT 11708
Delinad barafit chligption Siomfusdedpbes. L O OO = - DO . SO
Delined barmft cligion bom uslindadplas (2400 am Qam o N (205
Han msets 3,406 3517 3,866 451 4502
Surplusiideficit) 16471 [LE:]] [T (348 (605}
Epodonce gaos/(besslonpnabllies LT . SN, S
Experience gans/{lossss oo plan aesets 163 Pl (1,027

S Intearatineal

EIRFRI ENRFE -] 208 310290 1N30% 31,1708
Principal waighted average actuarial assumptions usad (%)
Aszsumptions used to datermine defined benefit cbligations at the end of the pear

DR s SO a2 B3 A = EO
Ewpecd atvofslmyinersss & L a8 42 . 43
FRaiw of pensaon increase 0.z 0% 1] 13 15 1%
Assumptians used to determine net perodic pension cost for the year ended

Discousd rate 33 i3 5 a7 Gl 38
Enpached rate of refum on plas assets 43 a5 45 1] 13 T
Enpected rate of salary increase 15 25 25 -] 4.5 4.8
Eaie of pensan ingrease 0s 0.5 L L] 1.5 1.4 4
Plan assets (weighted average)

Suchual plan asset allocation (%)

Eqeity isstraments 32 EH E 45 46 45
Diehl isstrementy 54 51 55 i ] 35 i5
g eilale 13 13 13 3 3 i
Other 1 1 L] 14 L} 16
Tatal 100 100 B 100 1040 100
Leng-term target plan asset allacation (%]

Enuity imstruments 15-3% 1-ad J0-ak 4043 4145 540
T Fotn! oo e M e i
e P S R B A i
oher T o s s 1-18 " -1 -2
Mctual retun an plan assets (%) 4.8 ar [12.8) 1.7 15.5 (1.2}

Mudditional details to fair walue of plan assets

UIBS financial instuments and LI bank sccounes 258 i)
ABE Af zhaves! bL] &
Derivathe fisandal irrements, custoparsy UBS 208 L
e ansetz used by UBS 188 103

1 The rumber of UBS AG shares s § 838 000, 4 055 850 and 3,738 000 a5 of 31 Decersber 2010, 31 Degernber 2005 and 31 Degember J003, respacivel;
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Mote 30 Pensicn and other post-employment benefit plans (continued)

b Post-retirement medical and life insurance plans

In the US and tha UK, UBS offers retiree medical benefits that
contribute to the health care coverage of certan employess and
beneficianas after retirernent. The LR plan is dosad to new en-
frants. In adaktion to retiree medical benefits, UBS in the US also
prowsdes reties ble insurande benefits 1o cartain employeas. The
benefit obligation in excess of the fair value of plan assets for
these plans amounts to CHF 200 million as of 31 December 20100
{2005 CHF 186 milkan; 2008: CHF 159 mallion) and the total ac-
crued post-retirernent cost armounts to CHF 158 mdlicn as of 31

Post-retirement medical and life insurance plans

Decermnber 20710 2008 CHF 163 millien; 2008 CHE 164 millian).
The periedic post-retirement costs for the years ended 31 Decem-
ber 2010, 31 Dacamber 2009, and 31 Decamber 2008 were CHF
22 millicn tnet of a curtailment gair of CHF O milliond, CHF S mil-
lian dret of a curtailment gain af CHF B rilkan), and CHF 9 milkan
{net of a curtadment gain of CHE 11 million), respactively.

The employer contributions expected to b2 made in 2011 to
the post-retirement medical and life insurance plans ase CHF 7
mdlion.

EHF milfon EIRFR 1128
Post-retirement Benefit cbligaton at se beginsing of the year {188)
1%
11 1 [l
12)
133)
j[+]
Fnrllp cenency translation 14
Post-retirement benefit obligation at the end of the year 1209)
Faie walue of plan a=ets at the begisning of the pear o a L]
O . e e
. L Lo
i EE—— e
Fair value of plan assets at the end of the year o a a
EHF malfon EIRER ELR P ] 311208 311207 201206
Defined benefit cbiigation 1209 11861 (1591 (1504 (2180
Bt . W G p o
Surplusideficit) 1208 11851 (1591 (150} 219
Expenience gans/{lbsses)on plan Rabiibes [] -] 3

The past-retirement benefit sxpense is determined by using the
assurned average health care cost trand rate. The rate far 2001 s
assurned 1o be 8% and 15 assurned 1o decrease gradually 1o 5%
by 2011 8. On a country-oy-country basis, the same discownt rate is
used far the calculation of the post-retirement benefit obligation
from medical and life plans as for the defined benefit obdigaticns
arisang from pensicn plans.

Assumed average health care cost trend rates have & signifi-
cant effect an the amounts repamed for health care plans, A& one
percentage paint change in the assumed health care cost trend
rates would change the U5 post-retirement banefit oblgation and
the service and interest cost components of the periodic post-re-
tirement benefit costs as follows:

CHE mAlon 1% IPcrease 1% decreass

Effecton oial sepice andimerest esst : el

Effiact on the post-retremen besefit cblgamen 35 (27
45
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Mote 30 Pensicn and other post-employment benefit plans (continued)

) Defined con tribution plans

LIBS alse sponsoss a number of defined contribution plans in s
international locations. The locations with defined contribution
plans of & significant nature anz in the UK and the LS. Certain
plans permit employees 1o make cantmbutans and earn matching

d) Related party disclosure

UBS is the principal bank for the pension fund of UBS in Switzer-
land. I this functon, UBS is engaged to execute most of the
pension fund’s banking activities. Thase activities can include, but
are not limitad to, fradng and securities lending and Bamowing,
All wransactions have been executed at arm's length conditions.

The international UBS pensian funds do mot have a similar
banking relationship with L&S, but they may hold and trade UBS
sharas andfor securities.

In 2088, LB sold certain bank-occupied properties 1o the
Sawiss pension fund, LES and the Swiss pansion fund entered si-

ar ather contributions from UBS. The employer contributions (o
thess plans recegnized as expense for the years ended 31 Decem-
ber 2010, 31 Dacamber 2009, and 31 Decamber 2008 were CHF
246 millian, CHF 246 millicn, and CHF 312 millian, respectively,

multanecusly into lease-back arrangements for some of the prop-
erties with 25-year lease terms and two renawal aptians for ten
years each. During 2009, UES renegotiated one of the lease con-
tracts which reduced LIBS's remaining lease commitment,

As of 31 Decernber 2010, the minimum commitrent towands
the Swiss pension fund under the related leases 15 approxemataly
CHF 21 milkon {200%: CHF 27 millionk. The total rert paid by UBA
{including the lease-back arrangements) amounted to CHF 11 mil-
Ban in 2010, CHF 12 mdlion in 2009, and CHF 7 milkon in 2008,

Thee fedlowang amounts have been recerved or paid by UES:

Related party discosure

Fior the year ended
CHF mifion 311210 30208 izos
Received by USS
Fags. Fil EL ] 44
Paid by UBS
Rani 1" 12 T
ntesest 3 2 1
Dididen s and capital repayments 1] 4
The fransactian volumes in &S shares and other LIBS securities ane as follows:
Trarsaction volumes — related parties

Fu the year ended

31.12.10 zoe Jlizng

Firarcial Instruments bought by pension funds
1PBS A shares [in thousan s of shares) aEme 3260 6925
UGS Ainancial insirumesss o minal wadses in THF silion) 40 35 T3
Firarcial instruments sold by penskan funds or matured o
UBS AG shares [in Sousants of shares) 4TI 2116 1521
UG5 finanial instrumests (nominal walees m CHF million} 10 14 L]

UBS did not hold financial mstruments issued by UBS pension
plans as of 31 December 2010, 31 December 2009 and 31 De-
cember 2008, respectively,

Details to the fair value of plan assets of the defined pen-
sion plans are disclosed in Mote 30a. Furthermore, UBS definad

350

contribution pension funds hald 17,665,621 UBS shares with
a market value of CHF 272 million as of 31 December 2010
2009: 17,259,203 shares with a market value of CHF 278 mil-
lior; 2008: 17 865,949 shares with a market value of CHF 272
million).
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Mote 31 Equity participation and other compensation plans

a) Plans offered

LBS has established several equity participation and ather om-
pensation plans ta further align the interests of executives, man-
agers and staff with the interests of shasshalders. The plans are
offered to eligible emptoyees in approximately 50 countries and
are dasigred 1o meel the complex legal, tax and regulatory re-
quirements of each country in which they are offered. LBSS com-
pensation plans are mandatory, discretionary or voluntary, The
explanations belaw pravide a general descrigtion of the terms of
the meost significant plans offered, however specific plan mules
miay vary by country. Refer ta Note 1a) 24) for a description of the
accounting policy related to equity participation and other com-
pensation pans,

r'."|dfll'.;-dI".'II:.I share-based compensation plans

Equity Ownership Plan (EOP) Selected employees receive a por-
tion of their annual performance-related compensation, above a
certain threshald, in the form of an EOF award of LBS shares,
notonal LB shares, UBS performance shares, or Alternative
Irvestrient Vehicles (ANS)Y, on a mandatory basis, The awarnds
granted in LBS shares or notional UBS shares are sattled by deliv-
ening LB shares, except in caundries where this is not permitted
far legal reasons. Awards grantad in the form of Ak are settled
in cash. The matanty of EOF awards continue ta be granted in
LIBS shares and national UBS shares. EOP awards generally vest in
increments owver a three-year vesting pericd. The awards are gen-
erally forfeitable upon veluntary termination of employment with
UBS. Compensation expense is recognized in the performance
year if the emplayes meets the retirerment eligibility requirements
at the date of grant. Otherwize, compsnsation expense is recog-
nized from the grant date to the earliest of the vasting date or the
retiremant eligibility date of the employes, on a tiered bass for
share-setiled awards and on a straight-line basis for cash-settled
awards. During 2009, UBS only granted ECOP awards to certain
employses for which it had a confractual commitment. The
awards granted in LIBS performance shares are setfled by delwver-
ing LB% shares but the vestng of these awards 5 subiject 1o the
fulfillment of specfic performance conditions. Deferred perfor-
marce sharas will only wast in full if the participant’s division s
profitable {for Corporate Centar participants, the Group as a
whale needs to be profitable). Compensation expense is recog-
nized in-line with the other ECGP awards.

Serwar Executive Equity Qwnership Plan (SEEQP): Group Execu-
tive Board (GEE} members recaive a portion of thesr mandatory
deferral in UBS shares or notional UBS shares, The shares vest in
ane-fifth increments over a five-year vesting pericd and are for-
feitable if certain conditions are not met. Guring 2010 and 2009,
UBS enly granted SEECP awards to cerfain seniar executives 1o
whom it had a contractual commitment. Since 2010, awards
granted under SEEQF are settled by delivering LIBS shares, but the
+ Seleibed emplawss av granted 4 contiegent igE o reoshee @ ok pa yrent, the ke of which B Based
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westerg of thase awards is subject ta the fulfilment of specific
performance conditions. Compensation expanse & recognized an
the same basis as for other share-settled EOF awards.

Incentive Performance Plan (IFF): in 2010 GEB memers and cer-
tair ather senior employess recaived as pant of thar annual incen-
tive in the form of restricted performance shares granted under the
PR Each perfarmancs share is & confingent right 1o receive betwesn
ane and three LBS shares at westing for each performance share
granted, depending on the achievement of share poce targets. P&
awards chff-vest after aporoximataly five years and are subgect 1o
continued employment with U85, Compenzation expense is recog-
nized on a tiered basis from the grant date to the eaest of the
westing clate or the retvement eligibllity date of the emploves. P8
was a farward kookeg cne-tme plar granted in 2010 ondy.

Perfarmance Equity Plan {PEF): In 2010 GEB members received
as part of their annual incentive in the form of restricted perfor-
mance shares, Each parformance share i a contingent right to
receive batwesn zere and twa LBS shares at vestng for each per-
farmance share granted, depending an the achievement of Eco-
riomic Prafit (EP} and Total Shareholder Return (TSR} targets. PER
awarcks cliff-vest after approximately thres years, EF &5 a risk-ad-
justed profit measure that explicitly takes inte account the cost of
risk capital. T3R measures the tatal retum ta UBS sharehodders (in
farm af share price appradation and dividends) a5 compared o
the constituents of a banking ndex. Vesting is swbject to contin-
wed employment with LBS, Compenszation expense i recognized
an & tiered bass from the grant date to the earliest of the vesting
date er the retirermant eligiility date of the empleyes.

Mandatory deferred cash compensation plans

Conditional Variable Compensation Flan {CVCF) In 2002 certain
employees recesved as part of their mandatary deferral a cash
award that is subject to a performance conditon. The award can-
sists of & contingent right to receive cash payments at vesting
subject to farfeiture provisions. The awards are forfaitable upan
termnation of empdoyment and addstionally reguine prafitakalit
and recapitalization perfosmance hundles to be met. The awards
wesl in ane-thard increments over a thege-year vesting period.
Compensation sxpense is recognized on & straight-line basis from
the grant date to the earliest of the vesting date ar the retirement
aligibibty date of the employes. CVCP was a one-time glan grant-
ed in 2005 cnly.

WINILIS Partrer Plus Plas: Wealth Management Armesicas cpes-
ates a mandatory deferred cash compensation plan for selected
emplovees based in the LIS, Amaounts are based on a predefined
formula during the perfarmance yeas Parbcipants are also allowed
1o voluntardy contribute addstional amounts earned during the
year into the plan up 1o a percentage of UBSS contributions. The
amounis awardad 2am an above-market rate of nterest during

oy thes v e ol waderling mestrent Turwds o1 cash, satier then the vale of LSS equine

251
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Mote 31 Equity participation and other compensation plans (continued)

the irtial four-vear pericd and a market rate of interest thereaftes,
Thie awards vest in 20% mcrements @ 10 ten years following
grant date. Interast sarmad on UBS cantributions is forfeitable un-
der certain arcumstances. Compensation expense is recognized
an a straight-line basis from the grant date to the earliest of the
vestng date of the retirerment eligiility date of the emplaves.

WMUS acvances ralated ta recruited financial adwisars: The
Comparny has entered into various agreements with certain of its
finanaal advisars whereby these financial advisors receive a com-
pensatary advance in the form of an employee loan, Thess em-
ployes loans have been capitalized and are being expensed on 2
strasghit-line bass over the terms speafied in each agreement.

Cach Balance Plan (CBFE: In 2010 Group Executive Board (GEB)
members received as part of their mandatory deferral & cash
award that allews for a maximum payout of 80% of 2 GEB mem-
bers variable cash incentwe at the beginning of the fallowing
year, subject to a total cash awards limitation. A minimum of 40%
of the GEE member's cash incentive awarded is deferred and paid
aut during the twao following years subjact to “malus”, ie, the
entire cash incentwe is paid out over a throe-year perigd, The
“malus”™ allews for unvested awards 1o be reduced (induding 1o
niil} ir the event of tarmination for cause, financial losses in subss-
quent years, matenial restatement of the financal statements,
harrn to LIBSS reputation, breaches of legal or regulatony meguse-
ments or of risk/compliance polices, and a number of other
evenls, Campensation expense 5 recognized in the performanse
yeaf, which is generally the pericd pricr to the grant date.

Discretionany share-pased compensatian plans

Key Employee Stock Apprecation Rights Plan (KESAF) and Key
Employes Stock Option Plan (KESOP): Until 2009 key and hagh
potential employees were granted discretionary share-setiled
Stack Appraciation Rights (SARs) or LUES options with a strike
price not less than the fair market value of a UBS share on the
date the SAR or opticn i granted. A SAR gives employess the
right to recaive such numbser of LUBS shares equal to the value of
any appreciation in the market price of a LUB% share betwaen the
grant date and the exerose date, One opton gives the right 1o
acquare one registered UBS share at the oplion’s stnke price.
Thiess awards are settled by delvering UBS shares, except in
countries whare this is not permitted for legal reasons. Options
granted prior to 2008 ganerally vested in one-third increments
avir 3 thrae-year vesting pericd and generally exprred ten years
from the grant date. SARs' and options granted from 2008 an-
wards vested in full fallowing a threeyear vestsg period and
generally expired ten years from the grant date. These awards are
generally forfeitzble upon termination of employment with LIBS,
Compensation expense 15 recagnized on a tiered basis from the
grant date 1o the earliest of the vesting date ar the retirernent

+ Thee Tt grants: ek e KESSP mase i 23000

352

aligikality date of the employese. No KESAP or KESOP awards wese
granted in 2010.

Senior Executive Stock Apprecation Paghts Plan (SESAP) and Se-
mior Exacutive Stock Opbon Plan (SES0P): Untl 2008 senior exscu-
tivas were granted discretionany SARs ar LBS optians with a strike
orice set a1 110% of the Tair market value of a LIBS share on the date
the SAR of aption is granted. A SAR gves an emplavea the right 1o
recenve such number of LIES shares equal to the vakue of any appre-
cation over 110% of the market price of 2 LIBS share between grant
clate and the exercise date, One option gives the right o acquire ane
reqistered LIBS shane at the option's sinke price. SESAP and SESOF
avrards are sattled by delivering UBS shares. These awards vast in full
fallowing a three-year vesting pericd and generally expire ten years
from the grant date, These awards are forfaitable if certain condi-
tans ame not met. Compensation expense for all SES4F and SESOF
awards & recognized dunng the perfarmance year, which & gener-
ally the period pricr 1o the grant date. During 2009, UBS granted
SESOP awards only to certan emphkoyess for which it had a contrac-
tuzl commitment, Mo SESOF awarnds were granted in 2070,

Waluntary share-based compensation plans

Equity Plus Flan (Equity Plusk This is a voluntary plan that gives
aligible employess the oppartwnity o purchase L ES shares at fair
market valus and generally recetve at no additional cost ane free
rioticonal UES share for every three shares purchased, up 10 a max-
i anmual limit, Shase purchases can be made annually frem
bonus compensation andfor quarterly based on regular deduc-
tions from salary. Shares purchasad wnder Equity Plus are restrict-
ed fram sale for a maximum of three vears from the time of pue-
chase. Prics o 2010, 2ach participant generally received at no
additional oost two UBS options for each share purchassd under
this plan. The options had a strike price equal to the fair market
value of a 8% share on the grant date, had a fwao-year vesting
period and generally expired ten years from the grant date. The
aptians are forfeitable in certan ciroemstances and are settled by
delivering UBS shares, except in cowntries where this is nat per-
mitted for legal reasons, Compensation expense for the Eguity
Plus plans is recognized on a tered bass from the grant date to
the earliest of the vesting date ar the retirermant eligiilite date of
the emplayee.

LBS satisfies shara delivary obBgations under its share, option
and AR plans either by purchasing LIBS shares in the market or
throegh the issuance of new shares. A of 31 December 2010,
UBS was hokding approasmately 26 millon shares i treasury and
approamately 150 million unissued shares in conditional share
capital, which are available and can be used to satsfy awards of
naotional shares and performance shares and for future employes:
aptian and SAR esercses, The shares available cover all wested ..
exerasable) employee aptians, SA&Rs and notienal shares.
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Mote 31 Equity participation and other compensation plans (continued)

k) Effect on income statement

Effect on income statement far the financial vear ang future periods  inecme staternents 2011 and later. The deferred eompensation
The following table summarizes the compensation expenses rec-  expenses in the table slso indude non-vested awards granted in
agrized for the years endad 31 December 2010 and the compen-  February and March 2011, which relate to the comoensation cons
satian expenses, which will be recagnized a5 an expense in the  oyde 20140,

Personnel expenses - recognized and deferred’

Personnel expenses for the pear ended 2010 Frrsonael expemes defemed fo 2011 and Fter
ME:F.“ B ' '
abin  aarioke et mad

CHE malion Faii]n} pricy yaars Total for J0M Prnr g Tl
Vasblebonsawarts
Cach discresnnary bosus FR ] L 4,084 a o o
Condonal Variably Compangation Flan (CVOPY 0 L T L S e . =
Cach Balance and nther crid plars o) il 135 FEL] L] i)
Total daferrad cash plans =] FL] 114 136 3 M7
EqstyCneshp Pian (£ O SEEORPeriomanc) - 48 shares 34 o e I g5
PartcmanceEquty Pian FEF) 6 s o o 1 18
Ingentivs: Farformance Flan (IPF} o 131 13 § Frll m
Tosal U8 sharg plars L fe8 1428 1271 LEL! L%
VB3 share optinn plans (EESARIKESOR) 125 145 4 14
Eneity Owmarship Plan (EOF) = A%s 2 L] 1" (4] 57 124
‘Tatal discretianary banus 261 1,471 4,082 1574 1320 2,784
o et et R e
Warishla compansation = ather’ Eigl 8= aa el i 7
Financal adviscr compameation - cach paymasts . 14 9 WA e LA 0
Compansation comm bmen s and advances relatad 5o
mecruiled fnancial advisors = 570 599 E 2,186 2504
e . o .o e o v oy
Ugs share plae 11 w g T m mE 5
Wizalth M Americas i | advmnr comy ion 1,980 a7 1667 (2] 2754 1,452
Tatal 4,950 2,085 7058 2808 3594 5,803

1 Tobal share-bomed perspnnel spemses reoog nies for the wea ended 30 Devenber 2010 of CHF 1343 il bor s compessd of LES shase plaes of CHF 8428 il bar UES shase pptaon plaas of CHF 145 milion, Equry
Swmersaip Plap - s of $4F 111 millon, wizied socsl secmiby coss of CHF 560 mithon ard othes viiiebie compereation of CHF 88 milion. 2 includes eplacemest awarss of CHF 107 milion, forfeiue medis of
CHF (183} mibon, guan mees bonumes of CHF 135 million, severance payments ol CHE B9 milion aed U BS's Equity s Pan of CHEB0milion. 1 Finasdal a deior compereation corssts of grid-sewsd mompensation
bamed divecthy on comperea bls resepres. penesated by irarciel advisors and sepplemerial compaeztion celodved Bazed on finsadal adeibor producs iy fiom izsure and other wariables. & abo nchudes osts wekied
0 compersation oommibents: and adences prented to frencial adwsoes at the time ol reoaiment, whics aw sutjed o vesing equiemens
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Mote 31 Equity participation and other compensation plans (continued)

Parsannel axpenses - recagnized and defarred’

Parsonnel axpenses for the pear endad PO0G Parsoanegl supenses deferred m 2010 and bt
Fapenses
relating o selafing o Pefatizg In ating tn
awards for arwants for ervaardy fo awerds o

CHE mAlon 2008 pikc yaars Tatal o] P07 yeaIs. Total
varkble bosssawards
Cach dscresonary bosus 2,245 11630 A a [ n
Condinal Warksbie Compansation Flan (CVCF) 0 13 - 1 550 558
Cash Balance and other crsk plars H Q " a5 12 57
Tonal defemed cash plans =l 19 63 5 3 a15
Equity Ownersh i Plan (EOR'SEECF] — LIRS shares 76 83 ss 1352 5 1415
Ferfmance Equly Fan 7E7) o o a 5 0 :
Ingentive Fefarmance Flan {IFF] [¥] Q Qa d6T [ 57
Total UGS share: plans TR 283 359 1,827 a7 1924
WES share option plans (KESAFIKESOR) 33 23 55 34 26 £ 1]
Equity Dwmershep Plan (EOF) - Als i | 55 134 LE] 147
Total discretionary banus 2632 177 2,508 2,040 PR 3006
Verlblecompensation
Warlahle com pansation —athar Bl1G 14 a3 L] 27 -]
Finascial advisor compessation  cash paymests LTz 9 wVizo LI oo 0
Com pareatios comm Rmsen s asd advasces relabed 1o
mcruited fnancial advisors 177 ar 598 1,158 1744 a4l
P s ot el o = wo wo W
1S shara: plare: o 98 45 1M 36 6
Yigalth Managament Americas finanoal adwsor compensatinn” 1847 a5 144 1432 i ELE
Tatal 5,315 750 6,065 3,533 3214 8,747

1 Bxal saave-based peronnel capenses 1ecoga e 10 Thie year ended 31 Decemier 1005 of OHF 913 mil bon b compeised of USS shase gars of CHF 555 millio, UBS shone option plars of CHF 56 milion, Equity
Qwnersiip Flam = ANs of CHF 55 million, reabed ookl soousty ooets of OHF 16 million and othet wriable compensation of CHF 237 millor. 1 lndues repla coment asands of CHF 41 million, foretere medes of

CHF (311 milbon, puasanbesd bonwses of CHF 55 mi bos, severanoe mymens of CHF 432 milion and US5's Equity Ples Plan of CHF 137 million. 1 Finandal adeksor

szl chsactly o Componsa bl rewenees. penesabee by Rancil advisors and sppieneral
b0 cormpessation oommibTens A adwnces o

Additional dizclosuras on mandatory, discretianary and
voluntary share-based compensation plans (induding Alvs
granted wnder EOF)
The total share-based personnel expenses recagrazed for the
years ended 31 December 2010, 2009 and 2008 weare CHF 1,843
million, CHF 913 millicn and negative CHF 24 milkan, respectivaly,
These expenses include soogl secunty costs, and cument perfor-
mance year awards for core cyde awards granted in the period
fallowirig the perfarmance year where the employes meets the
retiremment eligibility requirements at the date of grant.

The total compensation expenses for non-vested awards
granted up 1o 31 December 2010 1o ke recognized in future

354

nonsits of grid-sased compensation

cakulzed Based on inasdal adekor producty; fen teoure and other varlables. it ko inchoes s iebied
Trencial adwsoes af the time of recutmest. shich aw subje to vesing mquiemens

periods is CHF 1,382 million and will be recognized in Personne!
expenses over a wesghted average pericd of 2.5 years. Deferred
compensation amaounts included in the table above differ from
this arnount as they include rman-vested awards granted in Febru-
ary and March 2011 related to the compensation core cyde 2010,

Actual payments to participants of cash-settled share-based
plans, induding amounts granted as AN issued under EQP. far
theyears ended 31 December 2010, 2009 and 2008 were CHF 79
malior, THF &3 malliors and CHF B0 millsan, respectwely. The total
carrying amount of the liability related to unvested cash-settled
share-based compenzation plans was CHF 2£ million 2t 31 De-
cemiber 2010,
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Mote 31 Equity participation and other compensation plans (continued)

) Movements during the year

LIBS share and performance share awards
Mowements in W8S share and notional share awards were as follows:

MBS share awards
Weighted
Mumber af  sverage grast
sharas date fair
2010 walug CHF
Cutstasdieg, at e beginaing of the year BE Z25,616 3
125,133,310 15
(25,859, 608) 42
Farfaied during the year {11,267, 108) 2
Cutstamcing, 3 the ard of the year 171,085, 140 8

off wiich; shares varsd o acoxnining pwvposes 47, 355 86 40 148 451 g5 TEA0r T

The market value of shares that became legally vested during the years ended 31 December 2010, 200%, and 2008 was CHF 421 mil-
lign, THF 348 millian, and CHF 1,385 million, respectively,

Mowements in PP units ane as follows:

Incentive Performance Plan
Weighted average
Nusnber of Tair value of |PR Representative of
perfarmance shares  parfarmance shares UES shares
2010 at grant date CHF' 20108
Fokbatle, githe baginngcMayear s O LI .
19,528,518 rr] 18,639,916
1] a 0

72 N AT2E™)

5 : i ey e L e e i

Forkaabla, atthe AW YOI e SRR #o Wisaa
of wlich; panfarmance sharar vactid BV SCGoUAG PUPOTRE 4,073,545 4,073, 546

1 Nallations Wese camind o and ta ke i 2o the rebeart pestomance condions, rgets s, and B range o prssl oiomes for these. 2 Fased on 0oetions edsting af e epreseriative Babince e dair.

Mowvemants in PEF units are as folkows:

Performance Bquity Plan
weighted average

Numbar of fair value of FEF Anpresantative of

performance shares  performance shares UBE shares

10 at grant date CHF" Faliig

Farheinshle, il the beginning of the peer ] ] o
uweeched dutisg the yer Sa5.643 _ 16 345,642
Distributions uring the yeer 0 i 0
Farmited during the year (26, Bi5) 16 [16,805)
Incrisse | dicragrie of UBS shanes i be delivned upon veting, besed os conditions a1 Be end of the yasr A Wik [251.6386)
Farmitahle, al the end of e paer 518,657 16 167,201
o witich: parfarmance sharar vasted v sooouiting puiperes 121,638 114,143

1 Yall @t wese camied oo and tbe oo ocoan the adeyant pesomianoe cond ko, tgess se, and the @age of possile putosnes for Bise. 2 Basedon conditions easting af the representathve B9 noe shee date
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Mote 31 Equity participation and other compensation plans (continued)

UBS option awarnds
Mowements in ootion awards were as folkaws:
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00000000000 0O(E05852)

L85 aption awards
W lghted

avarage Wisighted Weightad
Mumber of  exercize price Humber of  avemge eaerdse Humbes of  Fserage camcEs
aplions 2010 CHF oo 2009 prica CHF aplions 2008 pice CHFY
Culstanding, & the beginsing of the e 226,523,886 43 13655505 a7 198,213,060 52
Granied during the yesr o °] 22,525,624 LE] 63,573 875 n
Exprgied during the pear [#0,584) 4 [£8,2a1] ¥ (3673657} I
Farfeited during the yesr 15,814, 988) 33 17,245,512) 7 15,73z 080} 52
Expired eneeertiued T.222.431) M 122)663,530] a8 (14,725, A5} 46
Culstanding, & the end of the pear 205,545,573 42 128,573,885 43 236,055,545 47
Exgsciaable, & the end ol the pear 155,302, 104 A5 137,747, NBS 51 134,054,442 46

1 A i sriglt of the gty aPeriag i bune XHEL VB acfusbed the a ke nlﬂplhnnd-lmbe price e lemhlmlﬂufdmwlhu i wvene uner g ol the date ol Lhe sghis offering ThE: werk done
ekl

] ledmmmmmﬁnsﬂmmhu
thes i vl OREanding batarde of 1,400,143,
gl thisratl

. Tis. res e in @n increese Do 1he pereber ol optiore awaidied in 2000 of 3381 320 ard #n inaeas 1o
50008 2 O QI i 09 Table Bass oieriss oo Senominaced in ST, which b Bean comertid e CHF 20 The a6 Spar pechiange: o0s for the pus-

The follpwing table provides acditicnal informatan about option exerases, grants and mitrins: vahes:

Weekghted aeerage share price- of optioes emrctsa d (CHF)

\Meighied mearage grant date fab walue of optioes ganted [(CHF

31.12.10
K

The fedlowing table provides addstional informaticon about options cutstanding and options exercisable as of 21 Decermnber 2010:

Dipaore outsianding Diptore eearctsalie

“Weighte Wakghitesd

Wisighted  Aggregale e Weighed  Agagans WA

Musher of smEme ninscwalue  semanng hemiar of Fmrage infimicvaue  remanisg

oplioss mnwcseprice  JCHEALGED  contiacisal oplions  eesrcise e (CHR/USD costachual

Range of anerdse pricss cutstasdisg  {CHF/LBD) miligs)  term fpears)  ewerceable  (CHF/USDI million}  terms [years)
CHF awars

n2i-150m 1T AS.529 1.3 37:/AT3 e

15M-2500 .72 71

IR0I-3500 naz L

33—5.00 3690 b1

45.-55.00 a3 37 44

35,5500 .23 Gl

B501-TSO | STATAES £771 57

10.21=T2.00 176,538,804 44,25 a.d
USD: awards

15.51-F5.00 10,429,351 019 18

T e 33

11255014 3|61 4.2

9445 a6 &l 51

15.51-415.51 28, 706671 20.23 3.1
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Financial information
Metes to the consolidated financial staterments

Mote 31 Equity participation and other compensation plans (continued)

) Wal uation

LIBS share awards

LIBS measures compsnsation expense based on the average market
price of the LIRS share on the grant date 25 quoted on the SIX Swiss
Exchange bess & discount for post-vesting sale and hedge restrctikan,
in accordance with IFRS 2 Shave-based Papment Vesting Conditens
ard Cancelations. The fair vabue of the share awards subject to post-
westing sale and hedge restrictions is discounted based upon the du-
raticn of the past-vesting restriction and & referenced to the cost of
purchasing an at-the-maoney plain vanilla European put option for
the term of the transfer restriction. The weighted average decount
far share and perfarmance share awards granted during 2010 is ap-
prozimately 20,6 % of the market pnce of the LUES share, The grant
date fair value of notional W8S shares without dividend entithemenits
also inchudes a deduction for the present vakuse of future axpected
dividends to be paid betwean grant date and distribution.

LIBS options and SARs awands

Sinca 2014, the fair valees of aptions ard 52803 have been deterrmined
using a standard closed-farmula optan vakuation medel, The expect-
ed term of each instrument is calculsted based on historical employes
exercse behavior pattemns, taking into account the share price, strike

Espectad valanliy (%)

e, vestng period and the contractual Me of the mstrument. Sirmilar
to 2009 and 2008, the term structure of wolatity is desived from the
implied volatiities of fraded LSS options in combination with the ok-
served long-tesm historical share price wolatlity, Expected future divi-
cends are derived from traded UBS eptons or frem the histarcal
diidend patiern. No options or SA4As were granted in 2070,

In 2009 and 2008, the far value of options and SARs was deter-
mimed by neeans of a Monte Carlo simulatan, The simulation tech-
nigque used a mix of implied and histoncal volatdty and specific em-
ployes axercise behaviour patterns based on statetical data, taking
inta account the spacific terms and conditions under which the in-
strument was granted, such &s the vesting penod, farced execses
during the lifetime, and gain- and tirme-dependent exencise behay-
wour. The expected term of each instrument was cakulated as the
probability-weighted average period of the time between grant and
axarcisa, The term structure of volatility was derivad from the imphed
walatilities of traded LBS options in combination with the observed
long-tenm histonical share prce wolatility, Expected future dividends
wiere derved from traded LIBS options or fram the histoncal dividend
pattern. The fair values of options and SARs granted during 2009
and 008 were determined using the falkowing assumptions:

111108

Eapectid volsslity (%)
Fosk-fres intesseat rale (%)
Eapectud didesd {CHF}
Strike price [CHF)
Share price (ZHF)

CHF nants range I raasge high
1186 3000 1z

bk 174 317

185 110 257

il 1447 3607
05 1447 351

LBS performance share awards (PP, PEF)

For performance share awards granted in 2010, UBS obtainad
independent third party valuations based on the market condi-
tiens at the date of grant. The valuation methodology applied
was a Monte Carlo simulatian. The appraach to determaning in-

Expectad TSR wolatiity {%)

put parameters and valuing the post-westing transfer restriction s
in Ene with that used for optans. The fair value of IPF and PEF
units granted during 20710 was determined using the followang
AssUMmpLans:

21.12.10
|PP CHF amards PEP CHF amards
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Mote 32 Related parties

The Group defines related parties as assocated companses Genti-
ties which are significantly influenced by UBS), post-emptayment
berefit plans for the benefit of UBS employaes, key managermeant
persannel, close family memibers of key management persannal
and entities which are, directly or indirectly, controlled or joently

a) Remuneration of key management personnel

contralled By key management personnel ar their dose family
mermbsers. Key management personnel is defined as members of
the Board of Directors {200} and Group Exscutive Board {GEE).
This definition is based on the revised requirements of |45 24 Re-
Jated Parhy Dischasures ssued in Novernber 2009,

The non-independent members of the BoD have tap management employment contracts and receive pension benefits upon retirement, Tatal
remunesation of the non-ndependent rembers of the Bal and GEB induding those whi stepped down during 2000" s &s follows:

Remuneration of key management personnel
CHF milion
Base salaries and other cash papments

Equity compensaton besediss’
Tatal

31.12.10

111306

31308
0

1 Dusing 2011, Franceson Mo @epped down o e GEE. 1 Experne 1o S1a1es and oo pranied is mearsied af qiant dairand alioeried ove the vesing pesiod, penerally 3 yea o optiorsand 5 ears for shares
% In 10, Incersve asand: inciue nnedaie and defered csh 4 n 20110, syt compereation benelis ind e FER SEEDP and biocked shans

The independent members of the Bol do not have emptoyment
ar service contracts with LBS, and thus are not entitled ta benefits
upan termination of their service on the Bel. Payments to these

indiwsduals for their services as external boand members amouni-
ad to CHF 6.7 millian w1 2010, CHE &4 millian in 2009 and CHF
6.4 milion in 2008,

b} Equity haldings

31.12.10 11708 30,1708
Mumber of sinck options: egm souity partidpion plani (RU by sor-iskpendont manbars of the oD and the e8! aoested Ay sasemy
Mumber of shares bald by members of the Bol), GER and partes daly lisked 32 them 4,850,195 4,180,154 5,260,950

208 Wb«
t ¥

1 Refier to "Rione 31 Equity

O the share totals above, & of 31 December 20710, 31 December
M09 and 31 December 2008, 5,597 shares, 0 shases and 15,878
sharas respectvely ware hald by close family maem bers of kKey man-
agament persannal and O shares, 0 sharas and 103,841 shares re-
spactively were held by entities which ane directly or indirectly con-

plans” in this saction for move | nlomasion

tralled or jointly controdledd by key managerment personnel o their
close family membess, Refer 1o “Mote 31 Eguity participation and
ather compeansation plans” incthis sectan for maore infarmation. Mo
member of the BeD or GEB is the beneficial owner of mora than
1% of the Group's shares at 31 December 2000,

358
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Mote 32 Related parties (continued)

) Other related party transactions

During 2010 and 2008, UBS entered into transactions at arm’s
length with entities which are directly or indirecthy contralled or
jointly controlled by LUBSS key management personnel o thair
close family members. In 2010, UBS proavided services for H21
Macre Furd Ltd §Cayman Islandsh. 1n 2009, UBS did not enter infs
ary such transactions and in 2008, these entities included: Aebi £

Other related party transactions
R miten

Badance al the beqinning of e e
Additions

Reductinre

Bdance al the end of the peer!

Co. AG Swatzerland), Kedge Capital Selected Funds Ltd. dersey),
Loweenteld AG (Switzerland), Martown Trading Ltd. {sle of Man),
Cmega Fund | Lid (lersey), Omega Fund B Ltd (ersey), Stadler
Rail Group (Switzerland), Team Alinghi fswitzerand} and Team
Alirghi {Spaing.

Movements in loans to other related parties are as follows:

A0 EL el 310208
] 6 158
L] o Q
] 16§ 1153
L] o L

118 2O rochades kuany puatanbess gpd oorlingeat Rasiltis of CHF 6 milion end uaesed comeitied Ladites of O0F O milion bt eochides umried uncomrmtied woskieg Capital Rl e and unried guanintes ol

CHF 300 redlion,

Cither transactions with these related parties incude;

£WF milicn 31.12.10 311208 3.12.08
SRR IR e e e e e R - 2 |
Faes mceived for sanvices provided By UBS 1 ] 11

A part of its spansarshio of Team Alnghi, UBS paid CHF 828,090 (EUR 5380000 in basic sponsonnyg fees for 2008, Team Alinghi's
contialling shasehalder is UBS former Beard member Erneste Bartarelli.

f) Additional information

LIBS alsa engages in trading and risk management activities {e.g.
swaps, options and forwards) with various related parties men-
fiened in previcus sections. These transactions may give rse o
credit risk either for UBS or for a related party towards LBS. As

part of its normal course of business, UBS is also & market maker
in eguity and debt instnements and at temes may hold pasitions in
instruments of related parties.

261
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Financial information
Metes to the consolidated financial staterments

Mote 33 Events after the reporting period

Subsequent 1o the publication of the unaudited fourth quarter
2019 financial report on & February 2011, management decided
to adjust the annual finandal statements 2010, The net impact of
these adjustments on net profit attributable to UBS sharehokders
wias a gain of CHF 373 milkan, which increased basic and diluted
earnings per share by CHF 010,

The princgpal change relates ta an adjustment of the investmeant
carrying amount of a subsidiary held by UBS AG for purposes of
the Parent Bank's 2010 statutory financial statements prepared
pursuant fo Swiss Federal banking law, The adjustment, a reduc-
fien in the subsidary carmng amount of CHF 1,609 million, de-
creases the level of Swiss taxabde profit reported for the year 2010,
The adjustment resulted in an increase in the deferred tax benafit
far the yaar reflected in the Income statement of CHE 298 millicn,

Mote 34 Significant subsidiaries and associates

Thie lagal entity group structure of UES is designed to support the
Group's businesses within an efficient legal, tax, regulatory and
funding framewark, Meither the business divisians of LIS {name-
by brvestient Bank, Wealth Management Amencas, Waealth Man-
agement & Swiss Bank and Global Aset Managerment) nod the
Corporate Center are replicated in thesr own individual legal enti-
ties, but rather they generally operate cut of UBS AG (Parent
Banky through its Swiss and foreign Dranches.

The parent bank structure allews UBS 1o capitalize on the ad-
vantages offered by the use of one legal platform by all the busi-

significant subsidiaries

EDINETOOOO
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In addition, athes adjustments made to the Incame staterment
that forms part of the audited annual financial staternents 2010
include a refinarment in the 2010 variable compensation accrual at
year-and of CHF 74 milkon {medit to the Income statement) across
the business divisions, @ litigation matter resulting in a CHE 40
milion charge affecting Wealth Management, a oredit valuatan
adyustrment gain af CHF 19 millian affecting the Fvastiment Bank,
and a tax benefit of CHF 22 malion to the Income statement in
relation te these other items,

On 3 March 2017, the Board of Directors reviewed the finan-
cial staternents and autharized them for issee. These financial
staternents will be submitted 10 the Annual General Meeting of
sharshalders on 28 April 2011 for approval.

riess divisions. [t provides for the mast cost effident and flexiblks
structure and facilitates efficient allocation and use of capdtal,
camprahensive risk management and control and straightfonedand
funding processes.

Winere, usually due 1o lecal legal, tax or regulatary rules or dus
to additional begal entities joining the UBS Group via aoguisition,
it is gither not possible or not effident to operate out of the par-
ent bank, then local subsidiary companies host the businesses,
The sanificant operating subsidiary campanies in the Group ane
listed bedow:

Share caphid Exguiny intesest
Compary Jerisdiction of iscoiporation Besingss dhasion’ in milions  acumulabed in %
LR Apsat Masagamang 5.4, Faris, France e
Takyg, lapan 100
Terch, Switoarand 1000
Mmoo, Ressia 100
Jakata, indonesia EL N
Glabugg, Switzarland 100
s ae, Rahamar o0
Fari, France 1m0
George Torws, Cayman shnds e
hiian, Ity 1000
Lusembeou g, Lesamboerg e
Nienna, Agstria o
Mone Carlo, Monace 1000
Londan, Great Britan 100
Dalawane, 154 e
Dialamne, s 1000
1l et M anagement Americas; WIAESE: Weath Manogement & Swiss Bank; Glohal AN: Gobal Azt Manag B

362
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Mote 34 Significant subsidiaries and associates (continued)

Significant subsidiaries (continwed)

shara capital Equiny interast

Jerisdiction of iscoiy B diasion n milions  acumulstedin %

Panama, Parems 1000

Tamnin, Casads 100

Amstordam, the ethefands 16010
UBS Bank Mesico, 5.4 Iestitucion de Bancs Mukigle,
UES Grupe Fnantiers Missca City, Mesico 1000
1S Bk LA Uk, 54 100
1UBS Bark, 5.6, Madkid, Sodin 1000
1S B bgiem SR Brussaks, Belgius 100
1UB5 Brasid Adiristradors de Velwes Motilarics L1da S50 Pl D] 1000
LS Capitel Securities | hersey) Lirited S Heliey Persey 100
UBS Card Caster AfG Glatshrugg, Svitzerland 1000
UBS Caa de Bakis, .0 de L4 Wit City, Mesica B WEH 1145 100
UBS Custiody Serice Singepere Pl Lid, Snepers, Sngspoee WMESD G0 55 1000
UBS Detivalies Hosg Kong Limited Heng g, China B HKD BEOL 100
UBS Deutsshiand A Fraklurt &m Msin, Germeny WMESD EUR 1760 1000
S Fiduciaria 5.p b, Mikan, 1y VMESE EUR 02 100
UBS Finence (Curaich NV, Wilke=slid], Hetherlands sl es o B0 ol 1000
UBS Finence [Delaware] 1L Dislawiie, US4 B LD 73 100
UES Fnencial Services bnc. Dieleware, US4 Wi, B0 IETEE 1000
S Finenciad Services o porated of Pusra Rica Hatis Rey, Pusita Rica Wi, LD nE 100
UES Fend Adhises, LLC. Dieleware, U5 Wi, LD o 1000
1S Fend Mansgement {Lussmbeurgh 54 Lunsribsout, Lsessherg Glabal 441 EUR 100 1300
UES Fand Mansgement {Switzerland] MG Bise, Sitze fand Glatal A1 CHF 10 1000
S Fend Services (Caymant Lid Geaige Terws, Cayman lands Glabal 481 LBD 56 100
UES Fand Service Oreland) Limited Dicklin, e kand Glatal A1 EUR 13 1000
1S Fend Services (Lenssboerg) 5 A, Lunsribsout, Lsesherg Glatal 441 CHF 5 100
UES Fand Services (Lamemboarg) 5 A, Folend Banch Zaksierzuw, Folend o PLN ol 1000
S Fetares Sisgapare Lid SonipEpore, Snigspove B LBD E=1:H 100
UBS Global Auset Mamagement (Americee) Ine Dieleware, US4 Glatal A1 A0 o0 1000
UBS Global Aiset Masagerment {Austialia) Lid Sychey, Auslraia Glatal 441 A0 &0 100
UBS Global Auset Mamagement {Canads) Co Tarnis, Carada Glatal A1 CAD 1 1000
UBS Global Aiset Masagerment {Destichlsnd) GribH Frasek et m Wsin, Germany Glabal 411 EUR 17 100
UES Global Asset Mamagement (Hang Koegh Lisiled Heng Kang, China Glatal A1 HKD 1)) 1000
UBS Globial Aiset Masagernen {lislis) SO Sph Mikan, |1y Glabal 441 EUR 51 100
UBS Globial Auset Mamagerment fapar] Lid Takyy, Lspen Glatal A1 P 23000 1000
UBS Globial Aiset Masagerment (Singagare] L1d Sonipepore, Snigspoee Glatal 411 560 40 100
UBS Global Auset Mamagement {Tnan} Lid Taipsi, Tsimen Glatal A1 ™D 3400 1000
UBS Global Aiset Masagernent (L) Lid Lanckan, Giest Britiin Glatal 441 GBP 1750 100
UES Global Auset Mamagement (L] Dieleware, US4 Glatal A1 LD e 1000
UBS Globial Aiset Masagerment fusds L Landhan, Grest Britan Glatal 41 GBF ®i 1000
UBS Global Asset Masagsrment Hokding Lid Lanthon, Giest Britain Glatesl a1 GBP 1514 100
UBS Global Aiset Masagermen Lie L1 Lancksn, Giest Britiin Glabal 441 GBP 150 100
UBS Global Lie 4G Werduz, liechbesste in WMESD CHF 5.0 1000
UBS Globial Tt Corparation 51 John, Canada YMESE CAD ol 100
UES Hena Aszet Mansgement Compasy Lid Setl, South Korea Glatal A1 KR 45,0000 510
UBS Hypatheken &G Zurich, Swilzeilaed YMESE CHF ol 80
UES mier=ational Heldngs BV Aesterdan, the Methesands o EUR 68 1000
UBS intersational Hong Fang Lirrited Heng g, China Wi, LD 17 100
UBS mter=ational Life Linited Disklin, e kand WMESD EUR 10 1000 !
TR el M aruspemert At e WIS, Wea th Merisgement, & 5wt Bank, Ghdhal AN obal facel Manageroal. 1B sl Bant, CC: Colponale Center 2 Shane cagilel and share goemium
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Financial information
MWetes to the consolidated financial staterments

Mote 34 Significant subsidiaries and associates (continued)

Significant subsidiaries (continwed)
shara capital Equiny interast

Company Jetisdiction of i=cory Besines diision’ inmilions  accumulated in %
LS imeratment Manageme=2 Canada inc. Tomnio, Camads Wi, 1000
i Wakat City, Philippines B a4

Witan, Ity [ 18010

Terich, Smitoerland 1000

Terich, Switedand 1000

Calfomia, USA 1000

London, Great Britsin 100

Dialawaoe, LS4 1000

Ixtanbud, Turkey 100

Aeackiand, Mo Tezland 1000

London, Great Britsn 100

Dialawaoe, LS4 1000

54 Helieg fersey 100

ing Company LLC A Dialawaee, LS4 1000

1 Company LLEC B Dielawe, 54 16010

ing Company LLC W Dialawaee, LS4 1000

: Wunich, Germasy g

Dialawaee, LS4 1000

Mamackusess, US4 1]

Aiyandh, Saudi Arcbia a0

Ead Hombrerg, Carmany 1000

Earghok, Teaiand 1000

Heng Kong, China 1]

Gyclney, Ausiralia 1000

Tomnio, Camads 1000

Marid, izain 1000

Paris, France ]

Heong Kong, China 1000

Mumbsi, indi 1000

London, Great Britzn 1000

Harzliya Fituach, krael ]

Grome Tows, Cayman kknds 1000

Dialwvane, LS4 ]

Kuala Lumpur, Malayia 1000

Wkt City, Phifippines ]

Smngapone, Sngapose 1000

* Gagel, Sozh Korea ]

*Krakow, Poland 1000

Gandten, Soet® frica ]

LUBS iz Financial Advisers AG Terich, Switeedand 1000
1B Trees Companry hatiosal Assocition Hew York, LIA 16010
1185 Tnesees [Bahamez) L Memsas, Behama: 1000
1UBS Trrsees [Cayman] Lid Gearge Tows, Capman sbsnds VBMESE LED I 16010
L1BS Tnesees [lersey) Ld 5. Heliey fersey WiMESD Com o0 1000
UBS Trsees [Snpapoe) Lk Snpapore, Sngepoe WBMESE Cwn 13 16010
LUBS UK Peoperties Limited London, Great Britzn [ Com 1220 1000
LIS Wealth Management {LUE) Ltd London, Grest Brikan VBMESE e 15 16010
LLBS Weahth Management festrafia Lid Gychney, Ausiralia WiMESD Can 71 1000
UBS Wealth Management krael L Herdlia Fituach, krasl VMESE s 15 10113

1l e th W 2resgement Americes, WIAESS: \Wea kh Mansgement & Swiss Baak; Glohal AM: Global Amet Management 18- investment: Banic CC: Corporate Center. 2 Shaee capizl and share premion

and
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Mote 34 Significant subsidiaries and associates (continued)

Changes In the consolidation scope 1010

By signifacant, fully corsoldated com panes

Elington Co,, Lid — Tokyn, fapan

UB5 Brasi Ad=isisiradom de Valoees Maobilariod Lida — 550 Paslo, Brasl

LES inter=ational Hong Kang Limited — Heng Fang China
LS Seudi Arsbia — Fiyadh, Seud Arabin
UGS Securiiles krael Limiied — Herziys Freach, ksl

1B Wealth Management brasl Lid = Herdig Fivsach, el

Lignifast deconsolidated ompanies Rezrsan for deconsolidation
Couse Ceanrsle de Bdmsanmpte — Pkt franee Merged
Liguidated
....................................................... g
.............. herged
UG5 Frefemed Funding Company LLC 1 - Delamare, USA Liguiddatesd
Skanificant assodates
Lompany Imciursiny Equity isberesd in %
S Group AG—Zarich, Swielend’ Finencid 173
UBS Securities Co Lllﬂld—ﬂﬂ China Iﬂa'l_-:lal ﬁ

1 UES ks repesamsed inthe Srand of Daedos.

Mote 35 Invested assets and net new monay

Invested asseis indude all client asseis managed by or deposited
with UBS for mvestment purposes, Invested assets indude man-
aged fund assets. managed mstitutional assets, descretianary and
advisory wealth management portfolios, fidudary deposits, time
deposits, savings accounts and wealth management securities or
brokerage accounts. All assets held for purely transactional pur-
poses and custocy-only assets, includeng corporate chent assets
held for cash managemeant and transactional purposes, are exclud-
ed from invested assets as the Group only administers the assets
and does not offer advice on how the assets should be invested,
Also exduded ase non-Dankable assets ie. g, at collections) and
deposits fram thard-party banks far fundeng or trading purposes.

Discretionary assets are defined as client assats whech UBS de-
cides how to invest. Other inwested assats are thowe where the
client ultimataly decdes how the asets are invested, When a
sangle product is created in ane business dwvision and sold in an-
ather, it is counted in kath the business division that manages the
immestment and the one that distributes it. This results in double
counting within LIBS total invested assets, as both business divi-
saans are providing a senace independenthy to their respective <li-
ents, and both add value and generate revenue,

Met new maney in & pericd is the net amount of invested as-
se15 that ane enirusted to LBS by new and existing clients les
these withdrawn by exsting clients and dients who terminated
their relatsarshig with LS5,

Met new money is caloulated using the direct method, by which
nflows and outflows toffrom invested assets are determaned at
the client level based on transactions. kterest and dividend incame
fram invested asats is not counted as net new money inflow. har-
ket and currency movermnents as well as feas, commissions and in-
terest an loans charged are exduded from net new maney, s ane
the effects resulting from any acquisiton or divestment of a UBS
sulbsdiaey of business. Redassifications betwean mvested assets
ard custody-only assets as a result of a change in the service kvl
delverad are treated as net naw money flows.

The Imvestment Bank does not frack invested asets and net
rie money. However, when a client s transfesred from the Invest-
ment Bank to another business dwisan, this produces net new
maoney aven though dient assets wene already with LBS.

Met new money for 2010 ndudes inflows of CHF 3.7 bilkon
resulting from transfers of Investment Bank clienis fo Wealth
Managerment, as part af the Global Family Office indiative.
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Mote 35 Invested assets and net new money (continued)

e of nrfoe the year endad

CHE Bilion 31,12,10 1508
RndamebemanaguedbrVUBS e e e = 38
D B e e T i
Cehes invessad samts. 1274 1,20
Tatal invested assets (double counts includad) 2,152 L33
R o e e e a2 i

of wlich; acquisioons (dfvemments) am e i
Met new monay (daubls counts included) [14.3) 1147 3)

Mote 36 Business combinations

Business combinations completed in 2010

In 2010 ne significant busness combnations were completed.
Business combinations completed in 2009

Acguisition af the commed Ly index business of

Al Financial Products Corp

In May 2009, UBS completed the ecquisition of the commodity
index business of AKG Financial Products Corp., including AIG%S
rights to the CJ-A1G Commadity index. This commodity index busi-

AdG Commadity Index 3009

ness comprises a product platform of commaodity index swaps and
funded notes based on the benchmark Dow lanes-A1G Commaod-
ity Index {DH-AIGCH. The cast af the business combination, indud-
ing dwectly attributable transaction costs, amounted to CHF 74
millign {USD 65 milkon) of which CHFE 17 million {50 15 millicn}
was paid in cash upon chosing. The remaming payments, based
upon future earnings of the purchased business, were made in
2010. The cost of the business combination was slocated o
Intangible assets af CHE 40 millian (USD 25 millicn) and Goodwill
of CHF 34 milllion (LSO 30 milkon). The business of AK was inte-
gratedd it LIBSS Investrment Bank.

CHF mifen Book valee  Siep-up to bair valie Fairwelue
AssEty

tasgitle vy 0 4 40
Goodwill 1 kLS ke
Al ather aviet 598 H 558
Total assets 356 ™ 672
Liabsilities and equity

Lk s 506 e
Equity 4 4
Tatal liakilities and e guity 5 i &7

Pro-forma information (unaudited)

Thi follewing pro-forma infarmation shaws LRSS Total operat-
ing income, net profit attributable to UBS shareholders and
basic earmings per share as if all of the acquisitions completad

Pro-forma information (unaudited)

in 200% had been made a: of 1 January 2008, Adjustments
have been made to reflect additional amortization and depre-
ciator of assets and liabilives, which have been assigned
fair values different fram their carryover basis in purchase
accounting.
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Mote 37 Discontinued oparations

2010

In 2010, private equity investments sold in price years contributed
& subsequent gain of CHF 2 million to UBES's net profit from dis-
continued operations.

2009

In 2004, private equity investments sald in price years contributed

& subsequent koss af CHF 7 million ta UBS'S net prafit fram descan-
tinued operations.

2008

ndustrial holdings

In 2008, private eguity investments, induding the sale of one eg-
uity Fwestrment and subsaguent gains on private squity inwest-
ments sold in priar years, contributed CHF 155 million to LUBSS
net profit from discontineed aperaticns, which included after-tax
gains on sale of CHF 120 million and an after-tax cperating profit
af CHF 34 million. The cash consideration recerved for the eguity
irvestrment scbd in 2008 amounted to CHE 141 mdlion, These pri-
wate equity Investrments were Reld within the Indusinal Holdings
sagment, mtegrated within the Corporate Center since the begin-
ning of 2008, and were sold in line with U&S's strategy to exit the
private equity business.

For B g anded 31,02 03

CRF miten [Priwate Ban ks & GAM' Industrial Holdings'
Operaliteg iscoms ] 19
Operaling epesse I {15
Cperalig probe fom ducnstnued eperations belae b ] M
Pre-tas gain gn sabe 44 130
Prafit from discostinued operations before tae 44 155
Tan opense on operating peofl bom d  aperations belore ban [ o
Tan eprense on gain Trom e 1 ]
Tax experse from discontinueed operations 1 o
Met prafit from discontimued operations. 43 135
Met cash flows Trom

operaling acilies o 1
irmvestinng et u- 3
Tnancisg acmties ] 0

1 WGaia risa Ming from 4 perchase pioe scuesment relaed Do the b of Private Ranks & GAM in 2005, 1 inchded in Tieasry sctivities and other apouns beve inMde 20,

Mote 3B Reorganizations and dispesals
Sale of investment im New York office building

In Jargary 2010, UBS closed the sale of its smvestments in several
associated entities owning office space in Mew York. A significant
portion of the office space is kased by LBS Group undil 2018, The
sales price was CHF 187 million with a resulting gain on sake of
CHF 180 million.

Restructuring 2010

Curirg 2010, UBS incurrad net restructuring charges of CHF 113
mallion. ‘Wealth Management Americas recognized CHF 20 mallion
far real-estate related costs in General and adminizirative expenses
and CHF 37 mdlion for impairment in Oeoreciation of propey and
equipment. In addition, the business division incurred personne|
related restrucharing changes of CHF 35 milkon. The Investment
Bank rebzased personnel related restructuring prowisions of CHF 25
mallian.
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Mote 39 Currency translation rates
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The following tabla shows the main rates used to translate the financal infarmation of LIBS foreign operations into Swiss francs:

e Py
311210 31120 31.12.10 311209 301208
0 ] W L L. 19
125 1.08 137 151 158
e ] 6T L5 L 156
115 1 118 116 058

Mote 40 Swiss banking law requirements

Tre consalidated Finanoal Staternents of LIBS are prepaned in ac-
corgance with Imernational Financial Reperting Standards (IFRS).
The Guidelines of the Swiss Finandal Market Supsrvisory Author-
ity (FINPAA) require banks which present their financial statements
under IFRS 10 provide a nasrative explanation of the main offer-
ences between (FRS and Swiss GAAP (ANMA cirosar OB/ and
the Banking Ordinance. In<luded in thas note are the sigruficant
differences in regard to recognition and measurement batweaan
IFR5 and the prewissons af the Banking Ordinance and the Guids-
limes of the FINMA governing financial staternent reportang pursu-
ant to Article 23 through Artcle 27 of the Banking Ordinance.
The differences cutlined i points two through nine also apply to
the Parent Bank statutory accownts.

1. Consolidaticn

Under IFRS, all entities which are controlled by the Group are con-
solidated.

Under Swiss law, onky entities that ane actve in the field of
banking and finance and real estate entities are subgect 10 con-
salidation. Entities which are held temposanly are generally re-
cordad as finandal investments.

2, Financial investments available-for-sale

Under IFRS, Financial investments available-for-sale are carried at
fair valuz. Changes in fair value are recorded directly in guity
untd an imvestrment is sold, collected or ctherwse disposed of, or
untd an investrnent is determined to be impained. At the fime an
avadable-for-sale investment s determined to be impaired, the
cumulative unrealized loss previously recognized in equity is in-
clucted in net profit ar loss far the period. On disposal of a finan-
cial investment avallable-for-sale, the cumulatve unrecognized
gain or loss previowsly recognized in equaty s recognized in the
income statement.

Under Swiss lawe, finandal investments are carried either at the
loweer of cost or market ar at amortized cost kess impairment with
changes in measurement recarded in the incomse statament. Re-

368

ductions to market value below oost and reversals of such reduc-
tions up to criginal cost as well as gains and kasses on disposal ae
included in Grher incame. Permanent equity investments ane clas-
sified on the balance sheet as (mvestments in assocated compa-
nies and arz measured 2t cost less impairment with impairment
bosses recarded in the incame statement.

3. Cash flow hedges

The Growp uses desivative instrements 1o hedge the exposuse
from varying cash flows. Under IFRS, when hedge acoountng s
applied the far value gain or lass on the effactve portion of the
derivative designated as a cash flow hedge is recognized in equity.
When the hedged cash flows matenialize, the acoumulated unrec-
ogrezed gain or loss & readzed and reteased 1o incame,

Under Swass law, the effective portsan of the fair value change
of the demvativa instrument used to hedge cash flow exposures &
deferred on the balance sheet as other assets or other liabdities.
The deferred amounts are refeased 1o income when the hedged
cash flows materiakze,

4. Investment property

Under FRS, imvestment property i carried at fair value, with
changeas in fair value recogrizes in the income statement.

Unger Swiss law, svestment property & carned at amostized
cost bass any accumulated depreciation less impairment losses un-
less the investment propery is dassified as held far sale, Invest-
maent property clasified as held for sabe is carmed at the lower af
cost ar market.

5. Fair value option

Under IFRS, the Group applies the fair vakee optan to certain fi-
nandal assets and finandal liabilites, mainly o hybeid debt instru-
ments. Hybrid instruments are accounted for at fair value with
changes in fair value reflected in Met frading income. Further-
more, UBS designated certain laans, loan commitments and fund

332/396

oOoOooodd



Mote 40 Swiss banking law requirements (continuad)

imaestrnents a5 financial assets designated at fair value through
profit and koss.

Undes Swiss accounting rules, the fair valuee cption is not
avallable except for issued structured products that consist of a
debt host confract and a bifurcatable embedded dervativeds),
However, changes in fair value attributable to changes in awn
credit are pol recagrazed in the incame statermest.

6. Goodwill and intangible assets

Under FRS, goodwill acguired in a business combination is not
amartized but tested arnnually for smpairment. Intangpble assets
acquired in a business combination with an indefinite usaful lite
are ako nat amartized but tested annually for moairment.

Uncler Swiss law, geodwill and intangible assets with indefinite
useful lives are amortized over a period rot exceeding five years,
unlass a banger useful life, which may not exceed twenty years,
can be pustifiad.

7. Discontinued operations

Under certain conditions, IFRS requires that non-current assets or
dispesal graups be classified as held for sale, Disposal groups that
et the criveria of discontinued cperations are presented in the
income staternent in a single Bne as net incorme from discontinued
aparations.

Under Swiss law, no such redassification takes place.

B, Extraordinary income and expense

Certain iterms of income and expense are classfied as extraordi-
nary itemns under Swiss law, whereas in the Growp Income State-
mant the amaourits are dassified as opsrating incame of Sgpense
ar are incluged in net peafit from discontinued aperatians, if re-
guired.

49, Metting of replacement values

Under IFRS, replacement values are reported on a gross bass, un-
less certain restrictive requirements are met. Under Swiss law, re-
placement values and the related cash collateral are reported an a

net basis, provided the master netting and the related collateral
agreements are legally enfarceable,

369
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MNote 41 Supplemental guaranter information required under SEC rules

Guarantes of PaineWaebber securities

Follenairvg the acquisitan of Pane Webber Group Inc., UBS made
& full and wnconditional guarantes of the senior and subordinatad
notes and trust preferred sacurities (“Debt Secuities”) of
FairevWebber, Priar 1o the acquisitan, PaneWebber was & SEC
fegistrant. Upen the acquisition, PaineWWebber was merged infe
LBS Americas Inc., a wholly-owned subsidiary of UBS.

Under the guarantee, if LIBS Americas Inc, fails to make
any timely payment under the Debl Securities agreemeants,

Supplemental guarantor consolidated income statement

the holdess of the Debt Securities o the Cebt Securities trustes
may demand payment from UBS without first proceeding
against UBS Amenicas Inc. UBSs abligations under the subordi-
nated note guarantee are subeordinated to the prior payment
in full af the deposit liabilities of UBS and all ather liabilites
af LIBS,

The mformatan presentad in this nete & prepaded in acood-
dance with IFRS and should be read in conjunction with the Caon-
solidated Finanoial Statements of LBS of whach this information s
4 part.

W mitlion LEs aE UBs Consolidating

For BRe yeer anded 30 Decambes 2010 Parent Bark’ AFEricas | Subsidiaries entried UES Group
Dperating incame

Inlesesl incnme 157932 138 1,723 291} 18872

I lerest prpasis 12,153 i1,409) {2,067 9™ [12,657)
Bl inbesest incame 1,579 1,960 56 0 6,215

Credil bnss {eapense)recarmny F] [18) [48] 0 (6]
Bl inbeest ingame after credit b mopasie 1577 1,964 E0R 0 6,149

Bt fee snd commidion iscame 7,293 6,455 3,401 0 17,160

Ml bading inaame 6,979 {117 L] 0 TAN

heome from sshsdisies 1,364 o a {1,384} 0

Crhes ingome 1,515 1,296 11,587) 0 1.214

Tatal sperating income 20,748 8,608 3022 [1,384) 31,884

Qperating expenses

Peruanse| expermes 9,210 5,650 1,850 0 16,920

Ganmpnrsdl el e il e empemmtins 2,729 1,681 1,164 0 6,585

Depreciation o property and equipment 616 172 17 0 a8

Impierre=t of goodwil ] 0 0 0 0

AmariEation of inlasgible ety 3 o0 4 0 17

Total eperating experses 12,561 B,E04 3,154 0 24,539

Dperating prafit from contisuing cperations before tas 8,168 B4 [132] {1,384} 7,455

Tan gpense ! hesef] 633 11,150 136 0 (381}
Met profit fram cantinuing operaticns 7,534 1,954 [258] [1,384) TEI6

Bl profil fram discontinued operalisns o a 2 (1,384} Fl

Bt profit 7,534 1,954 (256 [1,384) 7838

Bl profil aitribetshle 1o son-costraling inleasis ] a 304 0 304

Met profit sttributable 1o UBS sharehokders 7,534 1,954 [570] {1,384} 7,534

1 UBS &G Parert Bank prepares s Arancid Satements in pooidance with Swiss Bapking law requlsments. For (ke porpose of 1R d Bckeiure, The socounts i besn adfasted 1o FRG.

ro
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Financial information
Metes to the consolidated financial staterments

MNote 41 Supplemental guaranter information required under SEC rules (continued)

Supplemental guarantor consolidated statement of cash flows

CHF miflen L85 ag WES
Far the year anded 31 Decamber SO0 Paranit Bank' Amaricas Inc. Subsidiaries UES Group
Mat cash flow fram/{used in) cparating activities pFEE] 4,035 535 11,863
(75
207
.................. =0 sl
= 2 24 292
bbb e e i i
et cash flow fromd{used in) Investing act vities {17,312) 1,084 24710 [35,598)
Lach flow fram /lesed in] Fnancisg actsities :
4458
Mal mreements i raasury shares and nwn aqeity derivatve activity (1458)
{113
desionaied an fair wadug TEAE
.............. Induding Nranctal Natdlities desigratad at Far vaden {Ti4am
B
redends st destease o <encling ineres (@253
b actvity i imsasimands in subsidiaries "
Not ash flow from/(used W) Beanchng activithes: 1764
Effects of mechange rabe dfferances. {10,215) 1,422 [3.444) [12,181)
Mot ncreased ldecmam) I coh and chagubalents L E! 1. I anda A1
Lash and cash agetwalents af the begnning of the year 123,580 53238 28,154 184,973
Cash ard cash equivalents at the end of the year 114,707 11,994 14,120 140,822
CEamd QR sQuBRIIIECOMEITE e e e
Coandlabnoswibomsalbaks i 6,928
Waney markat papers” e B57;  Tramm
[0 from bamks with origisal markenty of kess #an thiae mosths” 5,050 35,885
Tatal 11,584 14,120 140,822

1 UES 25 Fasert Bank preparcs s (inancial satements i1 2coorance with Swis baniieg Lrw requisements For the pupose of ths discesie, the acooupis have been adjested i IFFS. 2 Monsy markes paper an:
induded In the balane sheet uader Trading poitfolin assets, Tracing potialia aets piedord s colinel and Fianclal |nsesmens svailbie for-saie. CHF 33,768 million weie pledged as of 31 December 2010
1 Indludes posiions rogogeized i the: bake sheet nder Du from banks and Cash ol el recehabies on derkathe FERmeEs

vz
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MNote 41 Supplemental guaranter information required under SEC rules (continued)

Supplemaental guarantor consolidated income statement

UBS &5 v Comalidatisg
PawentBack!  Americas b Suei daies antries LIBE Grosp
18, 78 23,461
(16,850) 117016
1929 6445
Credit loss Geapense) recmaeny N 1837) 11,832
[t mbesest inoome after cedit hes expesae 1,002 4514
i : 1812 12712
[1,487) {24y
1114 0
550 550
5,092 22601
8,577 16,543
Gomeal and adminatmatioe opesaes : 2,351 6248
e bt . ki e
m N N a 1,123
tmarszation of intangie ety N 3 0 0
Tatal cperating expenses 1617 345 5,200 o 25,162
Operating profit from continuing ooerstions before ta 11,526 (2,062] 3141 0,114} LT
Tar copomse! [besct) 210 (5] [i0d) [ 3
Met prafit fram cantinuing aparatizns [,72) [1.514] 3145 0,114} 218
Hoet prodit from discentirued operations a a ] [ m
Mt profit [2,735) [1,51£) 3138 1,114) 12,15
Het prodit attribezsble 1o son-cosacling interests a [ 613 [ &0
et prafit sttributable 1o UBS shareholders [2,72) (1,511 2EIS 0,114} L.716)
1 LIES &G Parent Bank preperes ks finencil Savements in soooance with Swess Banking liw requiesments. For the perpose of this d sdosure, the socounts s been adjuster 1o FRS
373
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Financial information
MWetes to the consolidated financial staterments

MNote 41 Supplemental guaranter information required under SEC rules (continued)

Supplemaental guarantor consolidated balance sheot

CHE million LB 4G
fi5 off 31 Decemibes 2005 Parpst Sank’ 1B Groep
15,177 20,855

11,861 16,804

38,807 63,507

113,891 106,605

122,801 188,037

47,954 44,111

413,822 421,654

56,477 53,774

5,831 #0,223

5 50 166,477

63,459 81,757

1,664 A6

61,551 £0

4320 6211

aad 1,008

£,352 B8R

nan 2368

1,268,931 1,340,538

75,245 3141

17,662 15

0,563 64,175

41,884 47,465

""" 00,437 409943

""" 45,328 66,057

""" 100,768 112851

""" 00,123 339,263

5,155 B

126,965 131,352

Cehe ihilties 0,151 T4
Tatal liabilities 1,190,276 23,142 208,312 (530,826) 1,281,905
Equity attributable to UBS sharehalders ENE 1770 71,183 60,754 41012
£quity attribetable 10 non-costroling intenests a H 7,589 [ 610
Tatal equity LNE 1791 0887 (50,7 54) 48613
Tatal liabilities and ecuity 1,268,591 725,933 a37, 184 (551,560 1,330,538

1 IS 5 Pareet Sank prepares ks fAirancil ssments in sooisnce with Ssees Banking lrw requisments. for the porpose of this d dosure, the socounts Arss been adjste 1o FRS

avg
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MNote 41 Supplemental guaranter information required under SEC rules (continued)

Supplemental guarantor consolidated statement of cash flows

CHF miien WES A LIES
For the yaar anded 31 Decamber 7005 PamaiEans  Amecwng  Sulidanies BS G
Nt cash flow from/{used in] oparating activities 4,841 i A6) 5,136 54,457
5
m -
)
B 163
awailab-for s (72,3151 13484 14877 120,127
Nt cah fiow fram{used i) investing actvities 23,6161 12555 14500 120,553

Cach flow fromesed in] fnancisg acswities.

designated anfair el
incuing fnancial kit desgnatad a Fa vales

Mgt acivity in imvesimans in subadiaries
Mt cash flow fram/{used in) financing activities

Lach and cash aqeisalents ai the bagnning of the year
Cash and cash equivalents at the end of the year
Cash ard cash equivalents comprise:

us-fram basks with avigisal materity of kess an thee masths®
Tatal 133,580 %164

1 UES 25 Fasert Bank preparcs s (inancial satements i1 2cooriance with Swis banbieg Lrw requisements For the pupose of ths discosie, the acooupis have: beon adjested i IFFS. 2 Moncy markes paper an:
induded In the balance sheet uader Trading poitfolin assets, Trading potiala s piedord s colinesl and Fianclal |nsesmens svilabie for-saie. CHF 57,16 million weie pledged as of 31 Ducember 200
1 Indludes posiions rogogeized i the: bake sheet nder Du from banks and Cash ol el recehabies on derkathe FERmeEs

375
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Financial information
MWetes to the consolidated financial staterments

MNote 41 Supplemental guaranter information required under SEC rules (continued)

Supplemaental guarantor consolidated income statement

UBS A6

Farent Bank! LIBE Grosp

45,699 65,670
] 159687

1012 5003
Credit loss Geapense) recmaeny N 1861) 12956)
[t mbesest inoome after cedit hes expesae 152 2555
i : 4,7 22909
I8, 125) 125,800

[15,882) o

1,026 &l

(15,314) 706

8,728 16,26

Gomeal and adminatmatioe opesaes : 1518 0,458
[ er%y and equipment N ki) 1,241
m N N a ETR]
tmarszation of intangie ety N i 0 11
Tatal cperating expenses 12,427 10,412 4716 o 20,555
Operating profit from coetiruing cperations before tas (28,741 115,424) 535 15,88] {27.758)
Tar copomse! [besct) 07.407) ] 574 o 16,817
Met prafit fram cantinuing aperaticns [11,325) (15,4300 [29) 12,83] {20903
Hoet prodit from discentirued operations IE) [ 155 o 108
Hoet prodit (11,202) (15,4300 116 12,83] 120,724)
Het prodit attribezsble 1o son-cosacling interests 0 i 517 o S
Met prafit steributable to UBS sharehelders (11,293 (15,4211 [4E1] 19,43 {21,293

1 LIES &G Parent Bank preperes ks finencil Savements in soooance with Swess Banking liw requiesments. For the perpose of this d sdosure, the socounts s been adjuster 1o FRS

re
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MNote 41 Supplemental guaranter information required under SEC rules (continued)

Supplemental guarantor consolidated statement of cash flows

CHF milion UBS AG LiEs
For the year ended 31 Decembes 2008 Fenent Bank' Amemicas Inc. Subrsidearies URE Grosp
et cash flow from/{used in) cperating activities 55,79 [438) TEAB 17007

‘Cach flow from/{esed in] imvesting aciietes

11,500

1606

1,217

&8

(abt]

Met cash flove fram i [used i) investing act ivities {1676
LCezh flow from ) {z=ed in] fnancing acteities

140,637

11

23,115

103,087

152854

1661

(530

Het mcivity in isvestimeres in subsdiaries 0

Met cash flove fram i [used i) Fnancing activities 15,557

ERfects of exchange rate dfferences 120, 185)

Met increaze ! (decrease) in cash and cash equivalents 0,58

Lah and cash eqeivaients at the begnning of the year 149,105

Cash and cash equivalents at the end aof the year 170,681

Cash and cash equivalents comprise:

2,744

86,711

Due fram basks with aviginal materity of less £2n thee mosths’ 60,217

Tatal 170,683

1 LS i Peent Bank preperes i finencal sateme s in smomdence with Swiss banong brw iequisements For the puposs of this discomuss, the scoourts heve been adjesterd to IF25. 7 Money market papers an
wciuded in the belanoe sheet uader Trading potfolio assets, freding potiolin axets piedged a5 colatenl and Financial ineestmerts aveiable-for-sale. CHF 19,902 milion wee plsdged 2 of 31 December 2008
3 Inclusies preitions recogpired in the bebsace sheet pnder Dwe: from benke and Canh col biten| recetabies on derivetive st meats.

T
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Financia information
UBS AG (Parent Bank)

UBS AG (Parent Bank)
Parent Bank review

Income statement

Met prodit for the Barent Bank UBS AG was CHF 6,123 millon, an
increase of CHF 11,164 million, compared with a loss of CHF
5,041 milkon in 2005.

et trading income improved by CHF 6,977 million from naga-
thve CHE 476 million to positive CHF 8,501 million, mainky due 1o
animprovernent in the ficed income business and gains assocat-
&d with the 5NB transaction.

Income from investments i associated companies increased to
CHF 1,703 millign from CHF 1,154 million in 2009, mainly due 1o
higier divicdend distributions received.

Fersonnel expenses inarieased 1o CHF 10,300 million fram CHF
9,101 milion in 2039 mainly due to an ncreass in variable com-
pensatian,

Depreclation decreased to CHF 2,051 millian from CHE 2,405
millicn in 2009, maink due 1o kwer write-downs of investments
in assocated companies.

Allowances, provisions and lasses decreased to CHF 181 mil-
liom froem CHF 1,432 million in 2009, which indueded credit loss
expenses of CHF 912 millian,

The increase in Extracrdinary income and in Extraordinary ex-
penses i explained in the section "Additicnal income statement
information”,

Balance sheet

UBS%S Parent Bank assets stood at CHF B63 billion on 31 December
2010, up dightly from CHF 522 bilkan on 31 Decamber 2009, The
total asset increased by CHF 15 billian due to U8S subsidiaries and
third-party banks in Asia and Eurape increaseng their assets and
therefore thesr funding resds from the Parent Bank.

The mcreasas ocourred in finandal investmeants, which rosa by
CHF 20 billion (due to a shift from money market papers), inter-

EDINETOOOO
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bank lending (up CHF 15 billion, ligusd assets (up CHF 11 ballion)
due to larger holdings of cash and balances at central banks, and
investrents in associated companses {up CHF 2 Billion) in the
Armericas and Europsan region. These increases wera partially off-
sat by bower money market papers (down CHF 15 billion) related
ta the aforementioned shift ta finandal rvestments, customer
loans and collateral trading ddown CHF 11 Bllion), and positive
replacement values (down CHF 4 billion). Morigage loans re-
mained stable in 2010 &t CHF 142 billion.

Interbank lending

Curirg 2010, interbank collateral trading increased by CHF 14 bil-
Ban, due to higher trading volumes with UBS subsidiaries, in par-
ticular in Asia and Eurcpe, Due from banks on time increased by
CHF 4 billson, predominanthy due to the higher funding needs of
UBS bank subsicianes in the Americas region. These inreases
were parbally offset by due frem banks on demand, which de-
clined shghtly by CHF 2 billion i the Eurcpean regicn.

Custamer lending

Customer koans decreased by CHF 11 billion as a result of lower
funding needs of LES subsidiaries (non-banks) in the Americas
ragean, as well as lawer cash callateral requirements on derivative
instrurments in the Americas and Europe.

Money market papers

The decrease in maney market papers was due 10 a rebalance inour
mvestment portfola, whach led ta ashift from money market papess
ta financal investmeants. These instruments include highly liquid se-

curities ssued by governments and government-controlled institu-
tians in varicus currencies, mainly LIS dellar, eura and British pound,

e
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Financia information
UBS AG (Parent Bank)

Parent bank financial stalements

Income statement

Four 1he year ended % hange frpm
CHF mifion 31.12.10 e iz
Wntesest amd decoent inoomea 10,853 13764 (21
Intesest amd deddend income from eadisg pormioli 441 _ 451 3]
Wnterest and deddend income fram Snancial imeesaments. _ _ o 52 119
Wntesesk mepanse {12,181} {la.501} (38
Ml intasest indame 3406 1,366 24
Creit-ralated feas and commissions 55 16
Fane el commss ken ncomse fiom securies and |restment kusiness 9.3 s
Crhveet fee and commission iscome 624 3
Fae and (DEmiSs N Sapense {26} s
et Fee and commssion isceme TS5 3
Bt radhng inasme (476}
Mt ncome fom deposal of fisancial issestmants 13 &5
oome fom invessments is ssspcsted compatles 1,134 43
come fom realestae boldogs ki 9
Sy weome fumonan s 4761 (24
Susdiy ordnasy anpenses {34731 [E1=CH 5
Ceher ingoeme from ordinany adiheses 1,172 ZAED (13
Qperating Incomea 15,403 11,758 65
Fesooeelapenses 1039 5,101 15
Gotenal and Sdminstatioe eegesses 4,503 a4 Fi
Operating expenses 14,802 13522 5
Qperating profit 4,501 {1,763}
Deprecation and wiile-cfs on imestments n assockted companies and feedggsers IS ZADG (13}
Aliywences, provisans and losses 181 1432 &n
mﬂwammﬂrﬁﬂ faxes 1,258 {5 500}
Braednaymome EE 528 473
Bmodnayepnss (- (454 {253}
Tan Eopense [25] |30 59
Profit f{lass] bl'ﬂﬂpﬂrhd 5133 {5040}
380
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% change from
1z0e

'.'4_
i

Toeal armoumds recaivabie from Group compantes

Liabilities and eguity

Profitf (o= for the period

Tatal liabilties and ecuity

Toeal armounts papaile i Group comparisr
1 Afier apgeapristion ol retainsd ezmings, mhich s shﬂwwmlhlhmmﬁuwd MMM!BMM‘II
For further

201, reperymemes of captal compbubion ressves 2o no keper sibpetd: g L o
cramperebi My and other ad petmeats Cagizl contrbwtion ressves

2 Befipee g
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Financia information
UBS AG (Parent Bank)

Statement of appropriation of retained earnings

The Boasd of Directors proposes that the Annwal General Meeting (AGAM) on 28 Apnil 2011 aporoves the fallowing appropriation:

CHE milcn
o pesaryes 402
PrafiL () for the financel yesr 2050 & per the Fast Bank's ntome Siaterent R 6,123
Tatal far appropeistion 6,525
Apgropiiatun ¥ olher nesene R 2,000
Apgrcpriaton ¥ geneal Yty | 4 sasirinig] - 4575
Total appeosriation 6,525
382
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Notes to the Parent Bank financial statements

Accounting polices

The Parent Bank Financal Statements are prepared in accordance
with Swiss Faderal banking law. The accownting palices are prin-
cipally the =ame as for the Group Finandal Statements cutlined in
“Mote 1, Summary of Significant Accounting Policies,” Magor dif-
ferences between the Swiss Federal banking law requirements
and International Finanoial Reporting Standarchs are described in
Mete 40 1o the consolidated financial staterments. The accouriting
pelicies applied for the statutory accounts of the Parent Bank are
discussed below. The risk management of U85 AG is described in
the context of the rsk managerent for UBS Group. For the statu-
tory requered rsk assessment refer 1o the Rk and treasury man-
agement” section of this repert. For & description of the business
activities refer to the "UBS business divisions and Corporate
Center” section of this repart,

Treasury shares

Treasury shares are own equity instrnements hald by an entity, Ln-
der Swiss law, treasiry shares are recognized in the balance shept
a5 trading balances or as Finandal imvestments, Short pasitions in
treasury shares are recagnized in Due o banks. Treasury shares
recognized as trading balances and short positions i treasury
shares are measurad at fair value with unrealized gains or losses
fram remeasurement 1o fair valee induded in the noome state
mient. Treasury shares recegnized as Firancial investrents are val-
ued according to the principles of lower of cost or market value.
fealized gains and losses an the sale or acquisition of treasury
sharas ara recognized in the income statement.

A reserve for awn shares beld for other than trading purposes
must be created in equity egual to the cost value of the treasury
shares held through reclassification from Other reserves. There-
fare the repurchases of treaswry shares held for ather than trading
purposes is only allowed if sufficient Other resenves ane availatle,
Thie Reserve for own shares is not available far distribution 1o
shasehalders.

Foreign currency translation

Assets and liabilties of foresgn branches are translated inte CHF at
the zpot exchange rate at the balance sheet date. Income and
expense items are translated at weighted average exchange rates
for the period. Any exchange differences arising on the transla-
tion of each of these fareign branches ase recagnized » the in-
corme statemant,’

Thee main currency translation rates used by the Parent Bank
can b found in Mate 39 1o the consalidated finarncial statements.

Investments in associated companies

Invesiments in associated companies are equity interests which are
heldl for the punpose of the Parent Bank's business activities ar for
strategic reasons. They indude all directly held subsidianes through
which LBS AG conducts its banking business on & global basis, The
mvesients are carried at cost less impairment. The camyng value is
tested for impairment when indscations for a decreasa in value axist,
which indude incwrrence of sgnificant operating losses or a savers
deperaciation of the currency in which the mwestment is denominat-
ad, If an imvesiment in associate is impared, its value is generally
written down 1o the net asset value. Subsequent recovenes in vakue
are recognzed up 19 the ongmal cost value based on either the in-
creasad net assat value or 1o a value above the net asset value if in
the opinion of management foracasts of future profitability provide
sufficeent evidence that a carrying value above net asset value 5 sup-
pored, Managentent may exercise i1s discretion s 1o what extent
and in which peried a recovery in value 15 recognized.

Deferred taxes

Deferred tax assels are not recognized in the Parent Bank Finan-
cial Statements under Swiss Federal banking law. However,
deferred tax Eabilities may be recognized for taxable temparary
differences, The change in the deferred tax liabdity balance is rec-
ogrzed in profit or boss,

Equity participation and other compensation plans

Eguity parbicipation plans

Undier Swass law, emplovee share awards ase recognized as com-
pensabon expensas and acorued ower the performance year,
which iz generally the period prior to the grant date. Employes
option awards which do not contain voluntary termination nan-
COMPETE Proviskans ang recognized as compensation Expenses an
the grant date. If the award 15 performance based and contains
substantive fulure senicefivesting conditions, compensation ex-
ppenses are recognized during the performance period. Employes
option awards which contain voluntary fermination nen-compste
prowsions (e, good leaver dause) are ecognized as COMpensa-
tion expenses aver the performance year. Equity- and cash-settled

1 Thee desciiption inShe natei ol our "loteign cutieasy rerelatiae™ aocounti ng poley was changed ie dlign & sk g ppbed scoourting peaice Tk forekga cureecy Seaalaton poby kas been coritertly appbsd lor
thee L pleeks pamerted, ared therebore The changs i dessption inthe adted dosnat et the frercial Satemints of UBS A0 (Pareet Barkd ko the years sadedt 1 Decernber 7010 and 2009,

3B3
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Financia information
UBS AG (Parent Bank)

awards are dassified as Babilities. The employee share option
awards are remeasured 1o fair vahue at each balance sheat date,
However, for erployes shase aptions that LIES intends 1o settle in
shases from conditional capital, there is ne impact on the incams
staternent and ne lability is recogrzed. Upan exescise of emphay-
&2 options, cash received for payment of the strike price is cred-
ited against share capital and general statutany resene,

Cther cormpensatian plans

Fized and variable deferred cash compensation is recognized as
compensation expenses over the performance year, If the award
is performance based and contains substantwe future senace/
vesting conditions, compensation expenses are recognized dusing
the perfermance parod.

Changes in accounting policies, comparability and
other adjustments

Equity participation and other compensation plans

Employee share option awards, which UB% intends to setile using
treasury shares, are dassified as lisbilities and are re-measured 1o
fair value at each balance sheet date. As of 1 January 2010,
LBS simplified its approach 1o determing the fas value of such
employee share option awards (see details in Mote 31 to the con-
solidated financial staterments). LIBS compared the values gener-
ated by the new model 10 these of the angnal rodel and con-
cluded that faw values cbitasned from the new valuaton model ane
nol matenally different from the fair values obtained fram the
ariginal model. A valuation difference of CHF 12 million was nac-
agnized & an expense in frading income. Employee share option
awardhs that are setthed by issusng new shares out of conditional
capital are not affected by thes model change as no compensation
expense and no liability is recogrized.

Crwn bonds held for frading and market making activities

In 2010, LES dhanged its accounting policy fer awns bonds held,
Crwn bonds held for trading arnd market making purposes are no
longer treated as extinguishment of debt, but are rather dassified

84
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as trading assets. Gains and losses from trading and market mak-
ing activities are reported in trading income,

Financaal liakelities designated at fair value

In December 2010, FINMA isued a "Freguently Asked Ques-
ticrns” decurment that amends FINMA circalar 0242 1o allaw des-
ignation of issued structured praducts that meet certain condi-
tions as at fair value through profit or Ioss. Changes in fair value
attributabike 10 & change in own credit are nat recoanized. Baued
structured products are hybrid instruments that consst of a debt
host contract and a bifurcatable embedded dervativelsh, LBS
adopted this amendment 1o FINMA Orcular 0842 for vearend
20140, Issued structured products designated at fair value are
presented an the face of the balance sheet in the line Financial
liabilities designated at fair value. The difference between fair
value and amortized cost upon transition is recarded in trading
incame and resulted in a trading koss of approximately CHF 988
million.

Capital contribution reserves
Under Swiss tax law, effective 1 January 2011, repayments of cap-
ital contributon resenves established since 1997 ase na longer sub-
ot wewithholding tax deduction, The presentation of the balance
shaet has b=an changed to presant tha components of the Gen-
eral statutory reserve, Reserve for own shares and Other reserves
accounts within sharehalders' equity, Amaunts = thase reserve ac-
counts onginate either from share premiums pasd in connectian
ity the issiee of rew shases of profits or losses tarsferred 1o any
of these reserve accounts (retained earnings). This more detailed
presentation has besn made to establish the amount of capital
cantnbution reserves that UBS may ke able 1o repay 10 sharehald-
ers without being subject to the withholding tax deduction that
applies to dividends paid out of retained earnings. Such amount is
suhject to approval from the Swiss Tax Authorities. The compara-
tive priar vear perod conforms 10 the curent yaar presantation.
In an additional column, the balance sheet as of 31 Decermber
2010 15 presented 1aking inta account the proposed appropriatan
of the available profit 1o reserves.
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Additional income stalement information

Met trading income

Foot thee pear ended % change fipm
CHF mAon 319310 e ilzes
Ivesiment Bask equites 1,890 3005 (37
Irvesimen t Bask fowd income, cumencies and commodities 1306 18456}
Qe baisinisss diiskons 3,385 1014 135
Toid 5,501 (47}

Extraordinary income and expenses

Extraardinary incerme 2010 was mainly compeised of the follow-
ing items: merger gains and gains from sale of subsidiaries and
assocated companies of CHF 601 million; reversal of write-downs
of investments in associated companies of CHE 2,337 million
{2002 THF 265 millian, mainly in the United States; a numbser of
pricr period redated waluation corrections agagregating CHF 741
million related to {0} share-based compensation plans, il financal
instrusments which, unlike under IFRS, cannot be accounted for at

fair valus through profit or boss according to FINBAA ciroudar 082,
diily financial rvestments carried at lower of cost or market value,

and (v miscellaneous other valuation adjustments; and a releass

of ather liabdities of CHF 227 mallion,

Extraardinary expenses in 2010 included losses fram the sale of

subsidiaries and associated companses of CHF 18 milkon {20049

CHF 48 million} amd prior year related valuation cormections of

CHF 1ED millicn,

3B5
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Financia information
UBS AG (Parent Bank)

Additional balance sheel information

Assets pledged or assigned as security for own obligations and assets subject to reservation of title

EARFAL 311208 Change in %
CHE mAlon Bock value  Effective lishility Bok valie  Effective liahilify Bock walue  Effecien Rabiity
Maney market papers! 31,575 7,876 47,335 1,368 (26} 76
Menp e bas’ FEARL) 15,706 2,71 12,321 15 rr
Sexurities’ B985 25,308 47,269 31,262 9 {17
Cofies 5,780 o 3,978 a 1334
Tatal 125473 43,850 1 20,506 #5351 1 0

§ e esimons ke B Contra| Ak P cou K Fagsiis, WA a78 COMrVITRS I LEETATL 1 Ihchd S TN OATEA G KA Tareeniad 100 WaCLOTy FRIpeses I pHRgardion o ea ing anv Lpuovin] covwri hand FRsnces.

Financial assets are masnly pledged in securities borrowing and lending transactons, in repurchase and reverse repurchase transactions,
under collateralized cradit lines with cantral banks, against kvans from morgage institutions, in connection wath derivatve transactions,
a5 security deposits for steck exchanges and cleaninghouse memberships or transferred for security purposes in connection with the

issance of covered bonds.

Allowances and provisions

Frostsinss apphed Racoresries,

n acordance doshitful imerest,
Badance al with ther  cunency trasslaton Peovisions sedeased Hewr pecriiztions Balanoe &t
CHF mAlon L1208 speced purpse diflarasces b bscome  charged i scome 31210
Defail nsks [cred i aad cosniny risk) 1256 1383) ] 13761 jan B4
Letgataon rsks (] TR 1291 1371 e 151
Cperational risks 47 {20 {5l 17l 6 25
Ratirement banefit plans 96 [Ev] 1131 i7 80
Restrugiufisg prosisions 4 na 1131 1321 21 BO
Do med tanes o 53 2 ]] 4q
Cehest 1024 {751 1281 7] 137 #E2
Tatal allcwances and provisions 3451 i1,364) &0 1582} il 1,296
Abwen e deducied from assets 1,174 872
Tatal provisions as per balance sheet 2277 1,424

38E
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Statement of shareholders” equity
Total sharehalders'
thawe  Geamsl sistetony Raserss for Other Poorfit # (os=) equity |before
£ million capital R rm shares TEVES for the perind distributian of profit]
s af 31.12.08 and 1.1.08 203 40,810 2,877 2118 {36, 48%) 9,708
Cepitd increme m 1,781 1813
Cepital imcrmme relsbed to mendstiny e mentibs solis (WO 1 = g1
Frafitilles) alocation i (13,115 wam 0
o .
Profit{leesy b the peind (171 U 0at)
Chenges in sesierves Tt shares (zmz 1042 T
s af 31.92.09 and 1.1.10 356 30,177 &35 2,042 {5,041) 1,568
Cepildl incramse 1 1
Copitel imermssse pelabid 50 mandston cnieitibie ol 0N n T
Profit[Jes) allocation 2,955 [2,047) 5,041 - T
Fritn year duitan - T
Prafit () for the perind 6123 - U123
Chanpes in esisrves T eroes shires doE ez ' T
s af 31,12.10 383 17,378 452 a0 6,113 34,719
Share capital and significant sharehaolders
Par value Raking for dhvidesds
Woofshares  Capitelin CHF Mo ofshaes  Copitd in CHF

B9800, 712

82,992,0M

3,558,112, 752
527,773 646

Shares issued

On 5 March 2010, the mandatory comvertible notes MCNS) with
a notional value of CHF 13 billion issued in March 2008 1o the
Government of Singapore Investment Carporation Pre. Ltd. and
an imvestor from the Middle East ware comwverted inta LBS
shases, The notes were converted at a poce of CHF 47 .68 per
share. A5 a result, UBS issued 272,651,005 new shares with 2
narminal valug of CHF .10 gach fram existing conditional capital,
The MCM: were treated as equity instruments and recognized in
Share premium.

Conditional share capital

Cn 31 December 20140, 145,920,712 shares were available for
izsuea to fund LIBS's employas share option programs. In addition,
conditional capital of wp 10 100,000,000 shares was avalable in
connection with the Swiss Mational Bank (SMEY transaction. Fur-
thermore, on 14 April 2010 the annual general mesting of UBS
AG approved the creation of conditional capital wp 1o @ maximum
amount of 380,000,000 shares for corversion rights/warrants

granted in connection with the issuance of bonds or similar finan-
cial mstruments.

Significant shareholders

According 1o disclosure notifications filed with LIES AG and the
51X Swiss Exchange, on 8 June 2014, The Cagital Group Compa-
ries, Ine., Los Angeles, discased a balding of 4.20% of the total
share capital of UBS AG. On 12 March 2010, the Government of
Singapore, Singapore, as beneficial cwner, disdosed under the
Swizs Stock Exchange Act, a holding by the Government of Singa-
pore Investrent Coep. of 5.45% of the total share capital of LBS
A, On 17 December 2009, BlackRock Inc., Mew York, disclosed
according 1o the Swiss Stock Exchange Act, a holding of 3.45%
of the total share capital of LBS AG (3.21% of the total share
capital as of 11 March 2010},

Accarding 1o LES's shase register, the shareholders {acting in
their ewn rame or in their capacity as nominees for other inves-
tars ar beneficial owners} listed in the table below, were regis-
tesad with 3% or more of the total share capital as of 31 Decem-
per 2010,
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Financia information
UBS AG (Parent Bank)

Shareholders registerad in the UBS shares register with 3% or more of shares issued

31210 ERR T
Total Total
maminal nominal
value CHF walee CHE
Cuantity rriillicn Share % Danty milkan Shae %
Chirie Harmness Lid, Londan 409,822,353 a1 1070 413,557,854 a1 e
D (e & Do, Mo sork! 280,355,684 28 TR 19020 0 3 B4
G o Sngapace | Canp, Sifgas 245,461 682 25 641 eeis thas 3
Narirusi Mammnees Lid, London 145,038,407 1% 3.7% 109,355,321 11 3T
DT flerks 8 oL Mew Sk, “The Depostony Tl Corgeny™, 8 o 1S Securites. desning oagarizalion,
-# Rafor to the “Corporate governance and compensation” section
of this report for morne information on significant shareholders”
and shareholders participation rights
Other assets
CHF mifion INAT.0 iz
Senthemeat and dearieg aocousss 438 ok
VAT and cther 12 regefeables. 03 118
Prepad pension gosts I.538 2664
Crher receables 1832 3m
Total other assets 6373 6,504
Other liabilities
ERF malien MALA0 iz
VAT and other 1ax payablis 4 L
Setlkemest and dewisg acousts 81 _y
Dederal pecition for hedging imsu=ents 1,443 TE2
e pungsh by 250 4493
Tatal ather liabilities 4717 6541
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Off-balance-sheet and other information

Commitments and contingent liabilities

31,1310

Contingent fabilities indude indemnities and guaranteas issued by
LIBS AG for the benefit of subadiaries and creditors of subsidiarias,
In instances where the indemnity amount issued by the Pasent
Bank is net defined, the indernnity relates to the sodvency or mini-
mum capitalization of a subsidiary, and therefore no amaunt is
induded in the table abowe. This policy has been applied since
2010, The priar year amownts have been adjusted to confarm 1o
the curment years presentation,

Irrevecable cormmitrnents and securibes delivery cbiigalions:

From 2010 orwards, collateralized forward starting transactions
are presented in this table; the comparatee period has been
adjusted accordingly. Imevecable commitments incdude cash pay-
ment obligations from forward startng reverse repas and se-
curities berrowing transactions. Irrevocable securities delivery ob-
ligations refated to forward starting repos and securities landing
transactions are presented on a separate line,

LBS AG is pointh and severally liable for the value adoed tax
VAT lability of Swiss subsidiaries that belong ta its VAT group.

Derivative instruments’
J.1z0 3.1208
Notionsl Notional
it amant
CHE mAlen PRV Lo CHF billicn PRV HRY CHF billon*
Interesk e coniiecs 176315 166,818 31,563 174532 T
Tresdil derhative cantracts 57812 50,578 1,345 536 2.50%
Fareign exchange el 113,514 123,843 6,561 800 651
H'e{l:mmudmtmds 3,784 3,955 T 3im T3
_E_ql.lla'l'l'rd&l Jonirats 16,281 19,455 483 21353 431
Comimiad iees oonivaats, excluding precoes mefals peracts 84 917 41 E57 i1
'Hldd&ll'ﬂﬂ'ﬁ I umen s 60,303 #4477 41,463 ITEAAT 43,668
Replagemeni walus naifing 303,754 203,754 1TSS
Rapiagement waluss after neting 63 49% &,713 GE57T 54 453

+ Eiurcated ermbsdded derhathas an prosemed i the sare bedincs sheet B ag the b conma and s eecheded Trone this calie. 5 PRV, Posltbe meplacereent waks 3 MEN Kiatie sepbosvent wile,
« Mokt walises o of 31 Dovenber 3000 for intereat e, Forek) fseachangs, Equitpindin and Commedies oo mas has been comased,

Fiduciary transactions

% change ko=
CHF milon MA2.10 310208 3z
Deposits:
s thibrd- paaty basks 11,59 17028 (33
o sutshdarkes 1,740 1310 14
Tatal 13,7689 18250 (£

2B%
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Financia information
UBS AG (Parent Bank)

Due to UBS pension plans

Fou the pear ended % change fiom
EHE maion 31.12.10 3112048 EAR ]
Oblgatons due m LIES persion plams' == 41 %

1 Fagm F00 orwends, derkvative fnancial instruments ane indleded; the compastis period Aas been adjestod.

Transactions with related parties

Transactions with ralated parties (such a5 securities transactions, payment transfer senaces, Dorrowing and compensation for depasitss
are conducted at inmternally agreed transfer prices ar at arm's kength.

Qutsourcing

Cutsourcing of T and other services through agreements with axternal sendce prowiders is in compliance with AMMA circular 0867
*Outsourcing banks” .

Dispensations in statutery financial statements

s UBS Group prepares consolidated finandial statemants in accordance with IFRS, U85 AG (Parent Bank} is exempted from various
disclosuras in the statutory financial statements. Refer ta the IFRS “Consolidated financial staternents”™ in the “Financal Infarmation®
saction of this report for mare information

Personnel

The Parent Bank emplayed 36,381 personned an 31 Decamber 2010 compared with 36,182 persanned on 31 December 2009
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Corporate governance and compensation reporl

Total compensation for all GEB members

Varlable gash
CHE srrare vebare inckcaved® compessation ender CAP
Contnbus
tioes b
Anireal Anneal Annus relisefmeanl
Fow thee year mmedate  Defamed bonies Bomes. usder bomus  Benafits in benedts.
Marne, fuscion ended B salany cash? gasht?  umder FEF SEEQR  umder PR ki plars’ Total
Crawld | Gibel, Group CEO 210 3,100,000 o o a Q - 25,600 0 3025600
Carsaan Fengesat CED Imeestment Bask
Mighstpald] o we BMSIE 100246 LB LET0EIT LGRS TS o 84300
Carssen Fengeaar CED imestment Bask
(Righest-paid] 2009 BEOOCD  ZO020A) 2000388 6155860 - 1,340035 1a 12545 12,100,212
Aggregate of 2l GEE membess wio
were in office on 31 December 20100 2010 14,705,854 15,386,145 12450,756  15015,951 30039501 = 381,851 843402 91,030.900
o all GER mammbesd whi
weari in office on 31 Decesbar 2008' 2008 12,000,055 15440827 10Z53.B84 134534040 - 1563333 2T 1551068 6E 706 566
Aggregate of 3l GES membess who
shopped down durisg 20107 wo ] TS0 136000 S0 A g = JEET 18334 3253100
Aggregate of al GEE mambers who
stepped down during J005° 2008 1447544 23065858 15377239 a - L] 215,151 171,122 21296914
1 Hurnber and Sistrbution of 552 members: 13 GER memters in office on 31 December 2010 and on 31 Decerber 2005 iy 1 Hureber and dist -‘mmmmu-ummshm
mu!mmﬂuhﬁEIMHammd:mﬂu{anﬁdﬁulmhmmwﬁnhmmu el Fesa| invoffics), erbes johamson ifoa months

i offici, Rory Tapaes i5x monthes in offics) and Mesten Hoststes 110 monthe e ooffiost = 1 2000, mmmncmmwmummmmmmnmmm 2 chuzed
i e share ek e SEEOP gmarck ot & Dyi e ol AP A 655950 aed EOP amards ot & Do ol ol GAPF 15840250,

Explanation of the tables outlining compensation details for GEB members and non-independent BoD members

a. nuiﬁl CLITENCES are convened into CHF Using the eachange rates as detalled in Mote 39 “Curmency translation rates” in ®e “Financlal infomaton * section
s repo.
. Of the cash awand, B1% 5 paad aut immediately epresenting 24% of & GEB members total annual bonus). The balance & paid out i equal nstaliments
of 20%, each ower Te subsequent teo years, and & subject o forfelure,
¢ Walue of each gerfarmande share at grant: CHF 18.70 far FEF awards granted in 2011 relytbrg to the perfomance year 20010; CHF 16.30 for FEF awards

granted n 2010 relating 1o e wear 200%; and CHF 22.20 for IPP awards granted in 2010 relating to the performance year 2009, These
walees are Dased on valuations for aooounting purpases which take ine account the perfarmance conditions and te range of possibke outcomes for these
condakns.

d. SEEDP is a pre-exiiling tampensation plan that has been updated and re-mireduced. SEEOP awards vest f sgual irdtallments aver five years and ae
subrject 1o Torfeiture. The grant date sccacriting vakos per share grarted urder SEEOP i 2011 relating b the perfarmance year 2040 &t grant i CHF 18.43
ar UED 19.54 {actual ghares) ard CHF 1830 ar UED 19,80 {rational dhares).

& Berefits in kind are all valued at market grice, Tor esample, baalth and veellfare benefits and general enperiie allowances.

I Swid execiilived participate i the same perdion plan i 8l othes employesd. Undes this plan, BS maked contibutions to Se plan, which coverd comperda
tior of up % CHF 820,800, The efement benefits cormist af a pension, & bridging pension and a one-aff payout of scoumulated capital. Emplayess must
A contribute to S plan. This igune excludes the mandatony smployers socisl seeurity contibutions (AHY AL, Bt indudes e porsion attributed 1o the
employers partion of the legal BV regusernent. The emplayes contibution is induded in e bate salary and anual incentive avand companenits.

In bath the LIS and the UK, senior management partiopates in $he same pansion plans as all ather employees. in $he LIS, there ame soparate persion plans
for Wealth Management Americas comipared with the afher business divisions, There are generally two different types of persion plars, The grandfathesed
plans, which are na lorger cpen to new hires, opesate {depending on the abowementioned distincton by business divsion| gither on a cash balance basis
ar a career aeerage salary basis. Partidpants accrue a pension based an their annual compensation limited 1o US0 250,000 for USD 150,000 for Wealth
Management Americas employess ), The principal plans for new hines ase defined contnbutan plars, 0 the defined contribu$an plars, UES makes contribu-
ticrs to the plan based on compereation and limied 1o LISD 245 000, US management may abo parscipate in a 4011k} defined contributon plan jopen o
all pmpkayees), which provides a limited company matching contibution for employes contibutions, In e UK, managemmt parficipates in sither the
prncipal pensicn plan, which cperates on a defined contrbuetion basis ard is limited o an eamings cap of GEP 100,000, ar a grandfashersd defined ben-
afit plan which provides 3 persaon upon retiremant based on caseer aserage base salary Gndivdual caps introduced as of 1 July 20000,

Eh|
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Financia information
UBS AG (Parent Bank)

Share amd option ownership of GEB members on 31 December 2009/2010

Hembar of Putpstialy Fatentially
Foe the usveshed  Mumberod ot numiberof  confered wating bumes of - conferred woeng
Mame, fuscion’ yearended  shares)abrisk’  vested shams shares rights iz % options keld' rights in %*
vl 1 Griibel, Groug Chief Executive Officer 2010 0 a 0 a0 4,000,000 0181
00 S S [ aooo 4,000,000 07
It Cryas, Geovap Chiel Fisandal Dlficer 2010 121,879 135,875 407,854 ] 86T o7
00 S S mem ania IRZEM 003
Wharkes LL Disthelm, Grosp General Courssl 2010 178,619 75,700 74,318 aniz [ 000
00 = S s 0006 [ 0000
Jodtn A, Frasar, 2010 326,700 316,541 643,203 a0z 1,088,785 0048
Chairman and CEQ Glntal Ssset Management 00 - - smd6d 0036 1,085, 795 0058
Lisken B, CE URS Switnerland and e0-CE0 2010 11,000 850 110,850 0005 [ 000
\ealth Menagemsent & Swiss Bank 200 - 5 & =
Corsten fisgeter, CED mvetment Bask 2010 986,201 651,047 1,279,205 0058 005, 000 [T
i = S SIESNE DO2E 00E, 001 0048
Ukich Kgrees, Group Chiel Operating Dlficer asd 2010 177,590 56,597 IR 002 [ 000
CEG Comporabs Cenfer 205 _ _ a . uu'][i' a 0000
Philip | Lerts, Goosepe Chieel Rk O cer 2010 100,009 144,603 4612 0016 577,723 0,006
2008 = S 7933 omo 57773 ana
Fabert ). MeCasn, CEDYieath Menagemest Americin 2010 136,556 541,856 675,064 003l 1 00
2008 = S 07,081 0033 [ 1000
Francasos Wi, fomer CEO UBS Switzerdand’ 2010 = = = =
00 = S 153,860 Q008 125 086 1018
ibengasdler Wiknal-Sitwel), o Chairman snd 2010 174,759 FETE 455,357 anzz 153307 0016
oL Georep Ase Pacfic 00 = - 255, 6T anke 153 A07 1018
Pesbert Wall, Cheirman and CE0, LIBS Geosp A mericas ! 2010 142,805 35,362 78, 16T and0 G5 473 3
Fresdent Iiestmant Bank 20 - - 755,631 a3 845 473 s
Chi-Aen Tonn, o-Chaiman and 2010 184,853 318,332 503, 180 a0z £23,251 008
oo-CE Georep A Pl 00 = - 37,573 a0z 25,251 003
Jiwg Zeliner, CED UBS Weslth Mansgement and 2010 113,506 5,005 123,014 0006 205,470 008
oo-LEQWealth Management 8 Suiss Sank 20 - - 16,502 oo 205,470 201

+ Thes bl inchodes wested ared et shires. and optiaes heidl by GEB membess, incheding wleted penies inchudes shases guanted et PER aad IR The actusl roreber of shans wistieg ia e futuie will b=
cakcubiten] undes (ke Derrrs ol thes plares Beber 1o Def e varishie com peesation plire” inthe = Emmnmmmwmh- sectian gl Lhis repod ki reove infoonation onboth plers. & Beler 1o "Wote 31
[Exquity padic palion and other comperration plars” i the “Feancial ik imaton ™ samon o the spon Nor moes ink ¥ dar aghts seoutitenden. & GER member wha stepped down duriag 2010,
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Compensation details and additional information for non-independent BoD members

CHE ercars vebare inchcaved®
Conitutions
For the: Aznual bonus Anneal %o netisement
e, fusciion’ year ended Berr malary (cash] shere award  Benefits in lind® benedits plans’ Toal
Kaipar Villiger, Chain=an 2010 250,000 Q 500, 000¢ 141308 o 1,451, 30
2009 502 3 Q Q T4, 488 o 676,571
Petay Kgrar. foimer Chamen o - - = = - -
2009 566 557 Q 0 37,561 B3 T80 754,008

1 300 !mp;:w wasthe aebynar-indeperdent member inofice on 21 December 201030 30 December X009, respacivety. Fsber Evrer dd not aed for reelection ot the feSM on 15 0000 2009, 2 Thess saaes
e bladeed (1

Remuneration details and additional information for independent BoD members

CHF aurept wherd sohcatad’
=

E Ei i =

E 355 §%3 435 grom

2 EE 22 :!g £ period shave

) ] Eﬂj 515 g'i‘s !E Al Commiter  Beeeft  Addtiosal pescen:  Memiter of

Name, fenction” = T = Ak g mkind pay Totzl age’  shares™
Nikca| Dt M M 0002011 125000 200,000 H[EO0DT 875000 WO S2EN
Ve g - T e -
Dz 5 ke, L 200002011 125000 400,000
Pl bbnecr e e SRR B i dneces iR .
Sally Butt, C M M O00/2011 125000 450,000
L e o . - B e -
Rener-Marc Fres, M M 201002011 325000 400,000
oot T D | R T -
Brine Gehilg, 0002011 325000 200000
mamter POOG/I0N0 32000 200000 o
Kan F Godbekars, [T M W0/2011 325000 250000
il o SR ....... R N e
Keal B Lehmans, Mo O2000¢2011 325000 200,000
ot BT | PR e -
Sargic Marckineng, 201042011 =
fooet Semion bedependent Directos, *" " RO MR o e T
fiomreer Wice Charmas M O08/2010 325000 0000 0 IS00I0Y EYR0O0 WO 51LES
Woligeng Maypuber, M Mo PNRAI0I 325000 150,000 475,000 ELU -
refribest 202010 -
Helsut Penke, - M 2000011 325000 30000 25,000 EL -
refribest M MDA IZSO00 300000 ] 0 625,000 50 252
William G Panedt, e . . 00 300 300,000 25,000 ®| ks
e C 052010 325000 300000 ] 0 625,000 5] 252
h H'm" ............................................. NID{:DI I .
farmer metbser M W0 000 LG [ 0 425,000 ] 17,164
Total 2010 £,700,000
Toital 7008 £,425,000
Legend: € = Charpersa of the respecee M = Member of tae respedtive Committes

1 Thesie weee 10 |fieperuen? Bl mesbes (b alice o8 1 Decembei 3010 Willgarg Maghabei vk sppotated o the AGH i 0 Aprd ] 1000 aad Serglo Maschicrie b nd Reter Woser sheppesd down Bow [he Bolr 4 Lhe
AGH R 14 Apsl 040 Thes mani 11 ladepercknd Bl b |6 alioe on 31 Deomiber 109, Mickel Denask, Aap F Godlsbere aid Aael P Lebapi were agpolaled o the AW o 15 Agil 2000 and Eiris Bas
tirel, Gubobel e € mil e i-Niohiei i Doste Wiathe stippmsed chisw i e thee Bt the Al o 15 Api0 20080 1 Fens aie o 0% i cirih e 508 13 blackid UBS shaied Howenet indepeadedl Bl menbestcan dedt
10 bam 1008 of their reivandLamon paid in Siockod UBS ghakes o For 2010, shaes vl at CHF §R56 |t price of UBS shawe an 1N Swss Enchiange over 1he B2 10 1rading i of Rebruasy 200 81 Gncuadend
pakce da et ol D5, Ted 3 dew sl of Sk pios CHF NGB Thishe sha ke 318 Bhocked for Foi yecies Rt 2009, shores valised 3t CHF DL 5T (ashtage e of LB siiares 3t S0 Saviss Enchange owr the et 1D
madine] day of Fabieary D00, indiikd & price dicoand of 19%, o 3 Rel valkio of Skatod o giios CHE 1138 Toi shores am blodked fod foan yoars  f Homban of shaves B sdiced in cage of the B0 akimen o
kT sl ey ORISR A T i Pt st S bavied o sockal waity conbuson PaRTAekEng e 5 THES payent i ssnciatna wish the Wice Chdiman or The SID unction, sepedheli

EE]

357/396

Finandal i



EDINETOOOO
O00000000000(Eos852)
ooOooood

Financia information
UBS AG (Parent Bank)

Total payments to all BoD members

CHF suranf wivang mocarad” for the year anded Toial
Aogregat of 3 Boll mombars oW 813,210
J0 T.045, 509

Share holdings of BoD members on 31 December 2009/2010

Hame, fenction”’ Far the year exded Humber of s2ares held oting rightz in %
kasparilliner, Chaman 20 1500 Ao
i S R pret
Mickal Cemars, Wice Charman 20 FERTES Ao
e e pt
Diewid Sickwel, Senioe independant Disector 20 5,154 a0
i e ped
Sally Bott, me=her 20 m5az a0
2009 a0 Aol
Rmer-tare Frey, mesber 20 5,459 a0
2009 16, 156 T
Bruna Gehrig, membes 20 0 a0
2009 16,572 T
2 F Gadbohere, me=ber 20 FEREY] Ao
2009 a “anoa
Aol P Lehmans, member 20 53,457 a0
2009 18,151 oo
Sario Marchinang, 20 _
farmar Servor Indepasdent Director formes Wige Chaiman® 009 164,154 ‘a00g
Wolfgang Mapuber. membes 20 a 000
2009 = '
Hel=ut Parice, membar 20 BE5 00
2009 64,787 anea
Williem 0 Parnetl, memkss M0 L2815 a2
2009 17,573 ane
Pt B Vst former membssr’ M0 =
2009 2,110 Q00
| Taiztable 19 ures wentes, urwested b et ane enbiocies shves e =y Bl members, (nociag s mes pates Noaptions were gumted (1 2000 and 000, - Bols members was mepperl dom akthe 2010 4GML
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Compensation paid to former BoD and GEB membears’

CHE aurapf wivers imoicanad®
Forthe
Name, fenction year ended Compensation Benedits in lind Tatdl
Elern, Samar Bl mambar 1a a L] i}
Gkt Bk Chrparation! o ) o e
Frane Galliay, lormer Dol me mber 1a a L] i}
[Sraice Bank Carparationt e ) S e
Walier G Frebner, Samer Bolr memibes A a 1 o
[5ics Bank Carparation! e ) e e
Hais (LULane) Stresser, farmer Bl member A a 1 o
(5 Baek Crparation! e ) B e
Rbait Studes, former Bol) memsbar A a 1 o
(v Esnik of Switmoriasd) e ) e W
Hberio Togni, farmer BoD membe A a m483 20,493
e et i e e
Frolippe [ de Viack, formes BoD) mesber A a L] i}
(Airion sk of Svtmand) e ) G e
Liggregate of all fome GER mesber? Mia a 52,124 5129
e ) aay o
&ggregate of all jormes Bol) and GEB members Mia a e 1,711
i . i G s

1 Compepsation o ismuneation thet & oonescies with T fooner merber's adisy on the Solkor GEB, that 5ol ot market condiions. 2 Indpces one formeey GEB mesmber in 2010 and one fomes GEH menber in 05,

395

Finandal i

359/396



Financia information
UBS AG (Parent Bank)

Vested and unvested options held by GEB members on 31 December 20097 2010°

forthe u.nhTfn= Wumberol e of “iesing Expiry it
yepreaded  agtionsheld’ opians’ gamn e e price
Cwald J. Grilbel, Group Chief Evecutive Officer
min 400000 4000000 M09 JGANINS ISUZENL CHF KD
7009 4000000 4000000 05 JGAZIS ISMZENE  CHF LD
John Cryan, Group Chief Fmancial Offler
o B|LETI 71,362 IMUZ  CHF 3649
0,731 INMIRT  CHF 36.48
0,725 IR CHF 3649
5,450 AT CHF 3655
e i i A
S i i T G
T NN CHFRTET
| BEN 003 DUONIOOS WD CHE 2181
T"EI? ......................... ’ I.I'D-IJIU'IJ ':HF??E.I -
5.5 JAAF CHF 26,39
5,524 MO CHF 2639
5,524 MU CHF2639
17,072 IOV CHF 44T
17,068 IO (HFA432
17,063 I CHF 4432
14,210 MO (HFATSE
T mes elaEmeT IMONIOTS  CHFATEE
e O d s
Caam MUVIDIE  CHFERST
Caam IOYTG  CHFESST
s CHF6BET
13,42 JAOF1T CHEETO0
17,7967 00T DIMIBI0 ZAOFEIT CHFGTO0
17960 007 DIAIEI0N 2AOEIT  CHRETOD
51265 MB DIMIBIDN ZAUZTOIE  CHF 3245
009 BIATF  FLI6E M0 IONEO03 IWONEIZ  CHF 3648
MII I INIE00 IWDNEIZ  CHEF 3649
WIE AT JOIEN0S ILONEND  CHF 3648
TS 454 2002 JANXI00 JROMIOND  CHF3AES
T5a0e ID0R DMOAI0NA DAORGI]  CHF3AES
L. 39 07 JBONI0S JMONTND  CHE 365
___J!.s?é. _ uﬂ-: _j_m:mrl:-la CHE 2T 21 _
FEXN 003 DIOIG00S  3000INI CHF 2T 21
3617 03 DIOHI006 IAVING  CHF TSI
556 03 D00 JBMNE0NE CHF G 39
5524 003 DINFIO0S JRMNING  CHFZG IS
5524 003 OINNI00G IRAONIONE  CHEZ6 IR
17072 2004 010005 2TAHENG  CHF&4 32
17065 2004 DINBI006 2TOXI0DNG CHF&432
T 007 ITOHION  CHF&433
40 2005 0103006 JWOMIONS  CHFATSE
400 2005 0103007 JWOMI0NS  CHFATSE
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Joie Cryan, Group Chief Fimamcial Officer (continued)
A 1673 5330 06 0LDHA0T JROAMIG  CHF G557
5,328 MO06 0LUDHM0E 2802016  CHF 6557
5,326 M06 0LDHA008 201G CHF 6557
19,962 0T OF008 28020017 CHF 6T 00
17,762 00T (AHI08 28043017 CHFGT.00
19960 0T AOF0N 28022017 CHF 6700
531,265 006 (MMEI0ON 2AMF018  CHF 3245
Marius L. Digthedm, Group Ganeral Caunsel
i1 SO e
plu] 1]
Jo#e b Frases, Chairman and CEO Glaobal Asset Masagement
Pkl 1068, 705 TEABD  J002 F1AII00S IWDNSA2 O LSD 21
127,864 Z002 2RDEI00S DRI CHF 3750
127,864 003 31DNI006 AVDIEAONE USD 2253
1T0512 004 CIADHI00T 20022004 USD 3513
MI4B3  MH0S 1O0FI00E 2BAXMIS  USDa2E1
213,080 I0DE (MADHI00D 2BDXA0NG CHF 7257
170512 H07 01010 2807 CHF 7367
] 1,068, 185 TE3E0 02 OIS 302 UED 21
117,864 3002 2ROGI005 2BD&I0IT  CHF 3790
137,884 Z003 31013006 IDNAONI USD 2253
170512 04 Q10007 27AXNM USD EE13
AT 4RT  I00S DIMHI00E 2BOHNAONS  USDLLEN
213,190 06 Q1033000 2BMHNIOM  CHFT25?
170,512 I007 D1A0330H) 2BMHAONT  CHF 7367
Lukas Gihwiler, CEQ UBS Switzeriand and
ca-CEQ Wealth Management & Sviss Bank
0 a
S
Carsten Kengeter, CEQ Investment Bark
2010 ME000 M0 2R DI0FEIIE ITIAEI0NE  CHF S000
203 05000 905000 30 DIOEEEE  2TMAI0M CHF 8000
Ulrich Eérnar, Group Chief Operating Officer and CEQ Corporate Cantar
ma a
e e R
Fhilip ). Lofts, Group Chief Risk Officer
210 10,445 2002 31012003 312002

iz

CHF 26 4%

ey
cHE 365
CHF 3565

2007 EOGIN0S  JBORI00

1,193
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Vested and unvested options held by GEB members on 31 December 20092010 (continued)

forthe unb:f": Wumberol e of “iesing Expiry i Fortae uwﬁ Hermberal feeral Vestig Expiy drbe
worenied  omomhed  opion’  gem e ate iz woended ogombed opions’  gam dme e e
Philip J. Lofts, Group Chief Risk Officer [continued) Alexancer Wiknat-5itwe |, co-Chalrman und co-CED Group Asla Pacific [cant.)
min STT7I3 0 9565 03 OUORIOM IR0 CHE2ZTET DM AT FHEM 06 DUOHINT JAOMIIG  CHFESST
9980 03 OVOAES INDUANT  CHF 2781 {520 006 DIONINE 200206 CHFESST
957 01 OUDNIDOG INDU2ONE  CHF 2781 5,521 IROVI0G  CHF65ST
1831 M0 OLIRED0Y JAMLAE  CHF26.39 WONIT CHF 7267
UL 03 DLOAG00S NN CHFIE3 CHF 3566
Lo ;03 DUUI00E 1GMW2013  CHEME 2000 SSR0OT  R3262 2005 01032000 281015 | CHEATSE
355200 G004 DUOGOOG  JWOMA04 CHFA4.23 FAE ] 04M20G  CHFaF 2%
35520 W04 DUORI06 IMU22004  CHFA4.3z {5 006 DIONINT 2B0MIIG  CHRESSY
352 1004 QUOREOT MO0 CHFA43D T[E4 J006 DUONI00E JWOMING  CHFES.S7
117,080 2005 OUOMI0E JAMAENS  CHF52.32 #5221 I006 GO0 2ROBIOG  CHFESST
17007 1006 0UOMO0G JRDMMIE  CHFTRE] 10657 1007 OUOMI0N JWOMHNT  CHF T2E7
CUES56 1007 DUDMEOID JRMARNT  CHFTIET TUES256 2008 CIOXION  JAMXGONE  CHF 3566
o, J4598 2008 DUOZOTY MOV CHF 3556
piv ) 57723 1445 002 3UDVEG3 IUDNENZ  CHF3S49  RobertWoll Chairnan and CEQ, UBS Group Americas/
npa 002 30004 UONNZ  CHF3ag  Yeekdent Investment Bank
nose e Svtiems v om0 ST BIDS 203 dim s i
L LA R ARMRERIE AR CHEASER 117,884 2005 (IOXI00E ZRAXNI0NS  USD A48
L3600 JBMG004 JAA2R012  CHF 3665 '
e e awmaices w02 oo s g e
L3NS 003 IABO04 AWV CHETRY e
G980 003 DAOXNMOS IWDNEIII CHF2TEL ww s miam aar ivme T umimss
... Lt C nnim o guovmer Zmamia s 3
1833 1003 OIAFMOd JAQMII  CHF26 I8 sttt
1830 003 DIMEM0S JAAZIIT  CHF 2638 b
CiE I Bian0s IMONIAI CHEXEI L J065M0 2005 O10NI000 2BON20M  CHFTZS?
o o o B e b e
e L s
T O I G ot oommmncroGmp et
i it T T BH251  1LETT 200F INONINZ 3NONIDIZ USD 2124
h 10,229 2007 3012004 ISONIONZ USD 124
0% 0 DNGMION JMIONT GNP ettt e s
74599 1008 DINIBI0N  JWOZEOIE  CHF 3566 W07
Rabert . MoCann, CEQ Wealth Management Americas HEHA
010 o 2007 ZEONIN0S 2BONIDIZ WS Z1T0
o . 1003
France oo Marra, formar CED UBS Switzeriand .
o _ UED 1953
w09 35086 43501 06 OUIXIO0E JAM2R0NE  CHFTZST 2003 010004 2603 VD 1953
65866 0T DUDXID JAMIANT  CHETIAT 2003 0131003 2BOXIMI U0 1953
114,309 M08 DU MG CHFISES eal) il goiiiit] EDIEEE
00000 09 OUDXIIZ IIMEENG  CHF 1135
Mlexander Wilmat-Sitvell, co-Chairman and co-CED Group Asia Pacific BI% 2004 D035 FTONINA O 4432
o I[LBOT  5R2B2 05 CUDMEO0R JRMAING  CHFATSE 6195 2008 01032007 TONIMIA  CHF 432
U A0S D0VIO0T O4OWAS  CHFATES LG5S 2005 D1A0II006 ZRAILODIS  CHF 4758
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Vested and unvested options held by GEB members on 31 December 20092010 (continued)

Totzl
rurberol  Kumberol  fesrof

Totel
aweberof  Mormberol  feeral

forthe iesting Eapiy Simiee
el omiomshed?  optoes’  gem ot date price
Chi-Won ¥oon, co-Chalrman ued co-CEQ Group &sla Facific (continued)
i h73,253 10657 M5 QUIIA0T  JAOAA1F  CHFATSS
10654 M05 QUORNG FAMAAF  CHF4T5E
ILiMG MG QUDOT  JADAAIG  CHFESST
2.3 e QU0 JAm22016 CHFRSSY
ILIN mih DUDRMO0S JADAAIG CHFESST
831 0T DUIRED0G  MTAAIT CHFGTOD
5830 W07 DUIRMOS IAMAAT  CHFATOD
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............................................................... EHF I IEﬁ‘ .
o003 623,253 USD 21
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IS 2170
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IS 2170
ST 2049
IS0 2045
ST 2049
) IS0 1953
33m ST 1933
33T 03 A0S 23023 SR 1953
33T M3 MMFRm0e 2802013 UsD 1933
62M 00 DIMIEIOS W04 CHF 44532
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6185 00 DIMIEIO0G 2W02A14 CHF 432
6085 A DIMRI0T 27004 CHF 34 32
0G5S 005 DIMFI0NG 23027005 CHFAT33
10,657 005 (MEI0OT 2025 CHF AT 58
10658 35 DIMHI00E 2R0XM005  CHFAT38
A6 1006 MAEIOT 2ROXMIG  CHFG5S7
11,314 1006 HAFI0E B02ANG CHFG5ST
1311 06 ORI 2B0XNM0NG CHFG5.97
861 1007 MAFIN0E 2BOHANT CHF&T OO
880 IDOT OMAIN0D 2BAHI0NY  CHFGTO0
2860 1007 DIRFIGH 2BOHAIT CHF 6T 00
41628 I0E QINRI0N 2B0XNI0NE  CHF 3245
ZEO000 e Q1M ITOXA0M CHF11.35
ﬂn!nanmmmalﬂ! Management and
EO Wealth Management & Swiss Bank
WO TA0 810 3010003 IOV CHE S48
T 200 30112009 I1ANR0IE CHEEAS
THE  200@ JINNEM0S  31MNE0NZ CHF 3545
4,972 2004 DINGEN0T  2TMIAI0M CHF 432

e Rk B+ e~ S -
Jtry Zefner, CED UBS Wealth Management and

€o-CED Wealth Management & Siviss Bank (continued)

mw mEAT)  THE 005 DIANI0E ZAMAIS

M3 05 DUININT 28NS

M3 05 DUDHIOE RIS

93 005 AONIOT DTN

Wl I005 DRONI0T DEDRITS

M3 005 DUOWIOT D9

127005 DSIEIO0T OS2

MG 06 DUONINT RANIDIE

M3 MG

7,M3 LG

1 DIAHIIG

22 DIRIDIG

m TRARVIDIG

Ex| ORI 2016

75 BAHIT

7,5 2T

M3 BAHIT

FrE] D20

ALEE ZRAHIIR

_______ 50,000 Hmg

nm A7 B A2

764 A2

784 A2

4972 I

7,106 RIS

7,103 IS

7,103 RIS

2008 Q10N 2

Sk
e

CHFAT 32
CHF AT 328
CHF AT 38
CHF AT 25
CHF a587
CHF 5047
CHF 5903
CHFE557
CHF G557
CHFE557
CHFE581
CHF§1.24
CHF &5 76
CHFETE3
CHF&T 00
CHF&T 00
CHF&T 00
CHF&T.08
CHF 3566
CHF 1135
CHF 3545
CHF 3545
CHF 3545
CHF 44832
CHF 4T 58
CHF 4758
CHF 4758

CHF 4785

CHE 1135
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Loans granted to GEE members on 31 December 2009/ 2010

CHE erape vabare indicated”

Hama, fuscinn’ For the year aaded Loans!
g Zeiner, CXI B Wealth Managomant, co-CEQibalth Managament & Swis Bank’ T T
lirg Zeltner, CE0 U235 Weahh Managemeant, co-CEC Visalth Managamest & Swiss Bank? o] & 200, 00
Aggregata of all GES memiters 210 TLE0, 568

] 15,356,483
+ Wi It bk sy cpantiad 10 PR kaeed peatiers ol the GER i mibets o oonedhs ROU Grgonary n Th maser 7 A1 K gIanied aw seamed Bars 3 GEB maribel with The Aighe lean oranted.

Loans granmted to BoD members on 31 December 2009/2010

CHE srapt vibare inchcated”
i, luscion’ Far the year esded Laass!
Kanper Villiger, Chair=as 2010 o
i) 0
fiche] Demané, Vice Chaiman 2010 250,000
i) 850,000
Denend Sidveell, Semior Indepen dent Dinscior 2010 0
i 0
Sergio Maichignee, Tormer Senior Isdepesdent Dineclos, for=er Yice Chaimen’ 2010 =
i 0
Sally Bom, member 2010 0
i 0
R -Marc frey, member 2010 0
i 0
Beano Geheg, member® 2010 756000
i TSR Q00
s E Gadbehers, member 2010 0
i 0
Sy P Lekmenn, member 2010 0
i 0
‘ficllgang Mayrihubes, membei 2010 0
i 0
Helrut Panke, membse 2010 0
205 o
Villkam G, Famett, masber® 200 Q
205 1,360,731
Peser R Yiorsel, messher 200 -
205 [
Aggragate of all Bul members Eaql 1,648,000
205 2,508,731
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UBS 2010 2010 12 31
2011 14 UBS UBS AG
2011 15 UBS UBS 2010 2011
26 UBS UBS 2011 2011 28 UBS
UBS UBS
33
(2)
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| FRS
40
| FRS
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(1)
| FRS
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2008 | FRS
US GAAP
2008 10 16 2 4
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2 4
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225 REI T
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Zurich, 26 May 2011

Acknowledgement of Independent Registered Public Accounting Firm

We agree to the inclusion in the Securities Report on Form 8 filed with the Director-General of Kanto Local Finance
Bureau, of our reports dated 3 March 2011 with respect to the UBS AG consolidated financial statements and the
effectiveness of internal control over financial reporting, and the UBS AG (Parent Bank) financial statements and existence
of an internal control system.

Ernst & Young Ltd

Rolf Walker Jacques Chappuis

Licensed Audit Expert Licensed Audit Expert
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To the General Meeting of
UBS AG, Zurich and Basel

Basel, 3 March 2011

Report of independent registered public accounting firm on
internal control over financial reporting

We have audited the internal control over financial reporting of UBS AG and its subsidiaries as of 31 December 2010,
based on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (the COSO criteria). UBS AG’s management is responsible for maintaining
effective internal control over financial reporting, and for its assessment of the effectiveness of internal control over
financial reporting included in Management’s Report on Internal Control Over Financial Reporting on page 259. Our
responsibility is to express an opinion on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States of America). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit included
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists,
testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing
such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies and
procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded
as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and
that receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, UBS AG and its subsidiaries maintained, in all material respects, effective internal control over financial
reporting as of 31 December 2010, based on the COSO criteria.

We also have audited, in accordance with Swiss law, Swiss Auditing Standards, International Standards on Auditing and
the standards of the Public Company Accounting Oversight Board (United States of America), the consolidated balance
sheets of UBS AG and its subsidiaries as of 31 December 2010 and 2009, and the related consolidated income statements
and consolidated statements of comprehensive income, changes in equity and cash flows for each of the three years in the
period ended 31 December 2010 and notes thereto, of UBS AG and our report dated 3 March 2011 expresses an
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unqualified opinion thereon.

Ernst & Young Ltd

Jonathan Bourne

Licensed Audit Expert
(Auditor in Charge)

Dr. Andreas Blumer

Licensed Audit Expert
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2011 3 3

265 378
2010 2009 12 31 2010 12 31

I FRS

Il FRS
2010 2009 12 31 2010 12 31

Audi tor Oversight Act AOA
Code of Obligations CO 728 AOA 11
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To the General Meeting of

UBS AG, Zurich and Basel

Basel, 3 March 2011

Report of the statutory auditor and the independent registered public accounting firm on the consolidated
financial statements

As statutory auditor, we have audited the consolidated financial statements of UBS AG and its subsidiaries which are
comprised of the consolidated balance sheets as of 31 December 2010 and 2009, and the related consolidated income
statements and consolidated statements of comprehensive income, changes in equity and cash flows, and notes thereto, for
each of the three years in the period ended 31 December 2010 on pages 265 to 378.

Board of Directors’ responsibility

The Board of Directors is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with International Financial Reporting Standards (IFRS), as issued by the International Accounting Standards
Board, and the requirements of Swiss law. This responsibility includes designing, implementing and maintaining an
internal control system relevant to the preparation and fair presentation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error. The Board of Directors is further responsible for selecting and
applying appropriate accounting policies and making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted our
audit in accordance with Swiss law, Swiss Auditing Standards, International Standards on Auditing and the standards of
the Public Company Accounting Oversight Board (United States of America). Those standards require that we plan and
perform the audit to obtain reasonable assurance whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers the internal control system relevant to the entity’s preparation and fair presentation of
the consolidated financial statements in order to design audit procedures that are appropriate in the circumstances. An audit
also includes evaluating the appropriateness of the accounting policies used and the reasonableness of accounting estimates
made, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial
position of UBS AG and its subsidiaries at 31 December 2010 and 2009, and the consolidated results of operations and the
cash flows for each of the three years in the period ended 31 December 2010 in accordance with IFRS, as issued by the
International Accounting Standards Board, and comply with Swiss law.
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Report on other legal and regulatory requirements

We confirm that we meet the Swiss legal requirements on licensing according to the Auditor Oversight Act (AOA) and
independence (article 728 Code of Obligations (CO) and article 11 AOA) and that there are no circumstances incompatible
with our independence.

In accordance with article 728a paragraph 1 item 3 CO and Swiss Auditing Standard 890, we confirm that an internal
control system exists, which has been designed for the preparation of consolidated financial statements in accordance with
the instructions of the Board of Directors.

In accordance with Swiss law, we recommend that the consolidated financial statements submitted to you be approved.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States
of America), the internal control over financial reporting of UBS AG and its subsidiaries as of 31 December 2010, based
on criteria established in Internal Control  Integrated Framework issued by the Committee of Sponsoring Organizations
of the Treadway Commission (COSO), and our report dated 3 March 2011 expresses an unqualified opinion on the
effectiveness of the Group’s internal control over financial reporting.

Ernst & Young Ltd

Jonathan Bourne Dr. Andreas Blumer

Licensed Audit Expert Licensed Audit Expert
(Auditor in Charge)
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To the General Meeting of

UBS AG, Zurich and Basel

Basel, 3 March 2011

Report of the statutory auditor on the financial statements

As statutory auditor, we have audited the financial statements which comprise the balance sheet, income statement and
notes on pages 380 to 399 of UBS AG for the year ended 31 December 2010.

Board of Directors’ responsibility

The Board of Directors is responsible for the preparation of the financial statements in accordance with the requirements of
Swiss law and the Company’s articles of association. This responsibility includes designing, implementing and maintaining
an internal control system relevant to the preparation of financial statements that are free from material misstatement,
whether due to fraud or error. The Board of Directors is further responsible for selecting and applying appropriate
accounting policies and making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with Swiss law and Swiss Auditing Standards. Those standards require that we plan and perform the audit to
obtain reasonable assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers the internal control system relevant to the entity’s preparation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control system. An audit also includes evaluating the appropriateness of the accounting policies used
and the reasonableness of accounting estimates made, as well as evaluating the overall presentation of the financial
statements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements for the year ended 31 December 2010 comply with Swiss law and the Company’s
articles of association.

Report on other legal requirements

We confirm that we meet the Swiss legal requirements on licensing according to the Auditor Over-sight Act (AOA) and
independence (Art. 728 Code of Obligations (CO) and Art. 11 AOA) and that there are no circumstances incompatible with
our independence.

In accordance with article 728a paragraph 1 item 3 CO and Swiss Auditing Standard 890, we confirm that an internal
control system exists, which has been designed for the preparation of financial statements in accordance with the
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instructions of the Board of Directors.

We further confirm that the proposed appropriation of available earnings complies with Swiss law and the Company’s
articles of association. We recommend that the financial statements submitted to you be approved.

Ernst & Young Ltd

Jonathan Bourne Dr. Andreas Blumer

Licensed Audit Expert Licensed Audit Expert
(Auditor in Charge)
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