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Our 2012 compensation at a glance

In 2012, we implemented far-reaching changes to our compensation framework aligning our plans to our strategy and
strengthening the link between compensation and the firm’s medium to longer-term performance. We believe our new
compensation structure will help to promote a stronger pay-for-performance culture and will discourage excessive

risk-taking.

Overview of key changes to compensation framework for performance year 2012"

Group Executive Board (GEB)

All other employees with total compensation
above CHF/USD 250,000

— GEB overall performance award pool capped at 2.5% of the firm’s adjust-
ed pre-tax profit for each year.

— Minimum number of UBS shares to be held up from 200,000 to 350,000
shares for each member, and from 300,000 to 500,000 shares for the
Group CEO.

— Cap on immediate cash paid as part of performance award reduced to
CHF/USD 1 million (down from CHF/USD 2 million).

— Deferred compensation mix now half in form of Equity Ownership Plan
(EOP) awards and half in form of new Deferred Contingent Capital Plan
(DCCP) awards. Total percentage of deferred compensation increased to
at least 80%, from at least 76%.

— DCCP awards consist of a notional bond which replicates many of the
features of UBS contingent loss-absorbing bond placed in the market in
2012, with annual interest payments. Awards vest in their entirety after
five years, provided no trigger or viability event occurs. 20% of the award
may be forfeited for each year the firm does not achieve an adjusted pre-
tax profit. 100% of award at risk of forfeiture. Interest will only be award-
ed for each year in which the firm achieves an adjusted pre-tax profit.

— Vesting of EOP awards occurs in years 3 to 5, previously in years 1 to 5.

— New compensation framework increases average deferral period for the
GEB to 4.5 years (from 2.7 years for 2011).

— More stringent performance conditions for EOP awards based on Group
and divisional performance, so that 100% of the award is at risk of
forfeiture (previously up to 50% at risk).

— Discontinuation of Cash Balance Plan and Performance Equity Plan.

— Enhanced harmful acts provisions.

— Cap on immediate cash paid as part of performance award reduced to
CHF/USD 1 million (down from CHF/USD 2 million).

— Deferred compensation mix now half in form of EOP awards and half in
form of new DCCP awards.

— DCCP awards consist of a notional bond which replicates many of the
features of UBS contingent loss-absorbing bond placed in the market in
2012, with annual interest payments. Awards vest in their entirety after
five years, provided no trigger or viability event occurs. Interest will only
be awarded for each year in which the firm achieves an adjusted pre-tax
profit.

— Vesting for EOP awards occurs in years 2 and 3, previously in years 1 to 3.

— New compensation framework increases the average deferral period to
3.8 years (from 2.0 years for 2011).

— More stringent performance conditions for EOP awards based on Group
and divisional performance apply to Group Managing Directors,
Key Risk Takers and Highly Paid Employees (i.e employees with a perfor-
mance award of CHF/USD 2 million or more), so that 100% of their
awards are at risk of forfeiture (previously up to 50% at risk).

— Enhanced harmful acts provisions.

1 There are variations in plans for Global Asset Management employees, which are not reflected in this table.

Following the advisory vote on UBS's Compensation Report at last
year’s Annual General Meeting (AGM), we consulted widely with
our shareholders to better understand your views with regard to
improving our compensation plans and disclosures. We incorpo-
rated the findings from these consultations into our review process
and have implemented wide-ranging changes for performance
year 2012. We have strengthened the link between compensation
and medium- to longer-term performance, and streamlined our
compensation framework by eliminating a number of plans for the
Group Executive Board (GEB) and replacing them with two univer-
sal plans that apply to all employees with total compensation
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above CHF/USD 250,000: the revised Equity Ownership Plan (EOP)
and the new Deferred Contingent Capital Plan (DCCP).

Both plans reinforce the firm’s commitment to delivering sus-
tainable performance while allowing our employees the opportu-
nity to benefit from improved longer-term performance. We in-
creased the deferral periods under the EOP and have added
multi-year Group and divisional performance conditions that ap-
ply to our key leaders and risk takers. We believe these simplified
plans will discourage excessive risk-taking and at the same time
reward sustainable performance behavior that we believe is in the
interests of all the bank’s stakeholders.



Performance awards granted for 2012

For 2012, UBS reported a pre-tax loss of CHF 1,774 million. The
result included a number of items relating to the acceleration of
our strategy, which we announced in October 2012. We recorded
CHF 3.1 billion of goodwill impairments and CHF 0.4 billion of
restructuring costs. Own credit charges were CHF 2.2 billion re-
sulting from the tightening of our credit spreads as the perceived
creditworthiness of our debt improved, partly in reaction to the
accelerated implementation of our strategy. We also had positive
effects of CHF 846 million related to changes to our Swiss pension
plan and to our retiree medical and life insurance plan in the US.
Adjusting for the above items (all of which are outside the con-
trol of divisional management or result from strategic decisions),
provides a clearer picture of UBS's underlying performance. On
this basis, the Group would have recorded an adjusted pre-tax
profit of CHF 3.0 billion, which is after fines and disgorgements of
CHF 1.4 billion in relation to LIBOR.
There have been many positive developments during the year,
including the following:
— the firm’s strong share price performance, which was up 28%
over the year;
— significant progress in building our industry-leading capital ra-
tios;
— the firm’s target for reducing risk-weighted assets being ex-
ceeded;
— substantial net new money inflows; and
— sufficient progress in executing the firm’s strategy set out in
2011 to enable UBS to announce an acceleration of its imple-
mentation in October 2012.

In determining the overall performance award pools, the Hu-
man Resources and Compensation Committee (HRCC) consid-
ered all these factors. Consequently, UBS's performance award
pool was reduced to CHF 2.5 billion, a 7% decrease compared
with 2011, and a 42% decrease compared with 2010, and the
lowest level since the financial crisis. The reduction must also be
viewed in the context of the wide-ranging changes we have made
to our new compensation plans, including increased deferral peri-
ods, the elimination of leveraged plans, the introduction of the
Deferred Contingent Capital Plan, which has a five-year vesting
period, and the halving of the maximum immediate cash compo-
nent of any performance award. Taken in conjunction with the
firm’s achievements in building its industry-leading capital ratios
and the proposed 50% increase in dividend payments to share-
holders for 2012, it demonstrates the continuing shift in the rela-
tionship between compensation, capital and dividends.

Group Executive Board (GEB) members

To ensure that overall GEB compensation is sufficiently tied to the
firm’s profitability, we have introduced a cap on the total GEB per-
formance award pool. The pool will not exceed 2.5% of the firm’s
adjusted pre-tax profit. As the Group’s adjusted pre-tax profit for

2012 was CHF 3.0 billion, applying the newly introduced 2.5% cap
meant the GEB performance award pool was capped at CHF 75 mil-
lion for 2012. The actual GEB award pool for 2012 was CHF 52
million, representing 1.7% of the adjusted pre-tax profit. Further-
more, 100% of a GEB member’s deferred compensation is subject
to performance conditions. Under the EOP, GEB awards will be fully
forfeited if the Group and/or relevant business division does not
make an average adjusted pre-tax profit during the performance
period. Further, performance below specific thresholds will also
cause partial forfeiture. Awards granted under the new DCCP will
be forfeited if our Basel Ill CET1 ratio falls below 7% or if a viability
event occurs. In addition, 20% of DCCP awards, including the rele-
vant notional interest, will be forfeited for each year in which UBS
does not achieve an adjusted pre-tax profit. Thus, GEB members’
full DCCP awards are at additional risk of forfeiture.

For GEB members who were in office for both the full year
2011 and 2012, performance awards were down 10% and total
compensation was down 7% year on year. While the firm's com-
pensation framework provides for up to 20% of the performance
award to be paid immediately in cash to GEB members, in light of
the firm’s overall results for the year, and based on a recommen-
dation from the Group CEO, it was deemed appropriate that per-
formance awards for the firm’s most senior leaders be fully de-
ferred for 2012. Consequently, the cash component of the award
was delivered in the form of deferred equity under the EOP, and
makes up 60% of GEB performance awards for 2012 (the other
40% being the new DCCP). Therefore 100% of every GEB mem-
ber's performance award for 2012 is deferred and subject to for-
feiture if performance conditions are not achieved.

Group CEO Sergio P. Ermotti was granted a performance award
of CHF 6.1 million reflecting his achievements in his first full year as
Group CEO. As such, his total compensation was CHF 8.9 million.
The full amount of the performance award is deferred, with 60%
in deferred equity under the EOP vesting in years three to five, and
40% deferred under the DCCP vesting in year five.

The highest paid GEB member in 2012, apart from the Group
CEO, was Robert J. McCann, with total compensation of CHF 8.6
million. The full amount of the performance award is deferred, with
60% in deferred equity under the EOP vesting in years three to five,
and 40% deferred under the DCCP vesting in year five.

Chairman of the Board of Directors’ compensation

Our compensation framework provides for the Chairman of the
BoD, Axel A. Weber, who was elected at the AGM in May 2012, to
receive annually a base salary of CHF 2 million and 200,000 UBS
shares, blocked for four years, as well as benefits in kind. Such shares
are not designed or intended as variable compensation. The number
of shares that Mr. Weber received for 2012 was pro-rated to take
into account that he assumed the role of Chairman in May. At grant,
the pro-rated number of shares he received (133,333) was valued at
CHF 2,003,995. Accordingly, his total compensation, including ben-
efits in kind and pension fund contribution for his services as Chair-
man from May to December 2012, amounted to CHF 3,568,341.
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Dear shareholders,

Following the advisory vote on UBS’s
Compensation Report at last year’s
Annual General Meeting (AGM), we
consulted widely with our shareholders to
better understand your views with regard
to improving our compensation plans and
disclosures. We incorporated the findings
from these consultations into our review
process and have implemented wide-
ranging changes for 2012. | and the rest
of the Board of Directors (BoD) are
convinced that the revamped compensa-
tion framework will help us achieve our
primary objective of delivering attractive
and sustainable returns over the medium
to longer-term to our shareholders.

Our compensation philosophy is to provide
our employees with compensation that
recognizes their individual contributions
and that clearly links their pay not just to
the delivery of business targets but also to
demonstrating the right behaviors. It is
also important to recognize that UBS is
undergoing a fundamental transformation
which takes time to achieve and it remains
critical that we continue to attract,
motivate and retain the right people in
order to execute our strategy.

The 2012 changes to our compensation
framework start with the elimination of all
plans with upside leverage and a com-

plete alignment of our model for all

employees, by having just two deferred

variable compensation plans — a deferred
share plan and a new deferred contingent
capital plan (DCCP). These instruments
incorporate:

— longer deferral periods (share plan with
three to five years for full vesting and
DCCP with five-year cliff vesting);

— more challenging multi-year perfor-
mance conditions and forfeiture
triggers;

— enhanced “harmful acts” provisions;
and

— no leverage.

Furthermore, in relation to Group
Executive Board (GEB) members specifi-
cally, we have:

— increased the UBS share retention
requirement by 67% for the Group
CEO, and 75% for other GEB members;

— introduced a cap on the GEB perfor-
mance award pool of up to 2.5% of
adjusted pre-tax profit — for 2012 the
actual size of the award pool was well
below the cap at 1.7% of the adjusted
pre-tax profit; and

— introduced additional performance
conditions such that 100% of GEB
deferred compensation is subject to
forfeiture if performance conditions are
not met.

The far-reaching changes to our compen-
sation framework and the alignment of
our plans to our strategy strengthen the
link between compensation and the
firm’s medium to longer-term perfor-
mance. Put simply, we believe our new
compensation structure will help to
promote a stronger pay-for-performance
culture and will discourage excessive
risk-taking.

With regard to the actual awards for
2012, the HRCC and the BoD have tried
to balance the many positive develop-
ments during the year, including:

— the firm’s strong share price perfor-
mance, which was up 28% over the
year;

— significant progress in building our
industry-leading capital ratios;

— the target for reducing risk-weighted
assets being exceeded;

— substantial net new money inflows;
and

— sufficient progress in executing the
firm’s strategy set out in 2011 to
enable UBS to announce an accelera-
tion of its implementation in October
2012,

with the disappointing loss for the year,

which was primarily driven by goodwill

impairment charges, increased charges for
litigation and regulatory matters, includ-



ing the cost of the LIBOR settlement, as
well as own credit losses.

Taking all these factors into consideration
and recognizing the tremendous efforts of
our people to make progress towards
achieving the firm’s targets, we have
reduced the overall performance award
pool to CHF 2.5 billion (a 7% decrease on
2011 and a 42% decrease on 2010).

The performance award pools for
individual business areas reflect their
particular performance. In some business
areas within the Investment Bank and the
Corporate Center, pool funding has
shrunk by as much as 20%, while other
business areas have seen modest rises in
the size of their pools.

In addition, we determined that the GEB
would receive no part of their 2012
performance awards in cash. Therefore
100% of every GEB member’s perfor-
mance award for 2012 is deferred and
subject to forfeiture if performance
conditions are not achieved.

Taken together, we believe 2012's
reduced performance award pool and the
significant adjustments we have made to
UBS’s compensation plans demonstrate
our commitment to strengthen employee
focus on and accountability for longer-

term performance. We recognize that
certain features in our plans such as the
longer deferrals are more demanding
when compared with others in the
industry. However, we are convinced that
the framework is the right one for the
firm and provides a balanced approach
whereby we reward employees who
execute the firm'’s strategy successfully
and responsibly.

The BoD and | would like to thank our
shareholders for the time they took to
meet with us and share their views on
compensation. Over the following pages
you will find the details on UBS's compen-
sation for 2012, for which we will seek
your support at our AGM in May 2013.
The BoD and | are committed to continu-
ally improving our reporting to you on
compensation matters and we welcome
your feedback on this report.

Z WA R

Ann F. Godbehere

Chair of the Human Resources
and Compensation Committee of
the Board of Directors
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Our compensation governance

Ensuring we have strong governance and oversight of our compensation process is the responsibility of the Human
Resources and Compensation Committee. Such governance is crucial to ensure that our compensation processes

are transparent and fair, that we set appropriate incentives to attract and retain the best people, and that we support
and reward sustainable value creation in the longer-term interests of our shareholders.

The Human Resources and Compensation Committee (HRCC) is
a committee of the Board of Directors (BoD) and consists of four
independent BoD members. On 31 December 2012, the HRCC
members were Ann F. Godbehere, who chairs the committee,
Rainer-Marc Frey, Wolfgang Mayrhuber and Helmut Panke.
- Refer to the “Board of Directors” section of the Annual Report
2012 for further information about the Human Resources and
Compensation Committee

Overview of the HRCC's work
The HRCC meets regularly and works closely with the Risk Com-

mittee to ensure that risk considerations are embedded in our
compensation framework and processes. Helmut Panke and

Compensation authorities

Rainer-Marc Frey are members of both the HRCC and the Risk
Committee and this affords the HRCC an invaluable risk perspec-
tive when considering compensation-related issues. The HRCC
also appoints external advisors to provide impartial advice on
compensation-related matters as well as data on market trends
and benchmarks, including in relation to Group Executive Board
(GEB) and BoD compensation.

Among its other responsibilities, the HRCC, on behalf of
the BoD:

— reviews our Total Reward Principles;

— reviews and approves annually the design of the total compen-
sation framework, including compensation strategy, programs
and plans;

— reviews performance award funding throughout the year and

The BoD has the ultimate responsibility for approving the compensation strategy proposed by the HRCC, a BoD committee that
determines the appropriate level of resources for compensation matters.

Compensation recommendations
Recipients developed by

Approved by

Communicated by

Chairman of the BoD Chairperson of the HRCC HRCC HRCC
Independent BoD members Chairman of the BoD and HRCC BoD Chairman of the BoD
(remuneration system and fees)

Chairman of the BoD and HRCC BoD

Group CEO Chairman of the BoD

GEB members HRCC and Group CEO BoD Group CEO

Key Risk Takers Responsible GEB member together with Divisional pools: HRCC Line manager
functional management team Overall pool: BoD

Variable compensation
recommendations developed by

Responsible GEB member together with
functional management team

Approved by

Divisional pools: HRCC
Overall pool: BoD

Communicated by
Line manager

Recipients
Employees



proposes the final performance award pool to the full BoD for
approval;

— together with the Group Chief Executive Officer (Group CEO),
proposes base salaries and annual performance awards for
GEB members to the BoD, which approves the total compensa-
tion of the GEB;

— together with the Chairman of the BoD, proposes the compen-
sation for the Group CEO;

— approves the total compensation for the Chairman of the BoD;

— together with the Chairman, proposes the total individual
compensation for independent BoD members for approval by
the BoD; and

— ensures that there is an appropriate focus on talent develop-
ment and management with respect to our business heads and
key senior leaders.

It is important to note that the Group CEO and the Chairman
of the BoD may not attend any parts of committee meetings at
which specific decisions are made about their own individual
compensation. These decisions are at the discretion of the HRCC
and the BoD. Base fees and committee retainers received by inde-
pendent BoD members are subject to an annual review. A pro-
posal is submitted by the Chairman of the BoD to the HRCC,
which then submits a recommendation to the BoD.

If you would like more information regarding the responsibili-
ties and authorities for compensation-related decisions illustrated
in the table “Compensation authorities” on the previous page,
please see “Annex B — Responsibilities and authorities” and “An-
nex C — Charter of the Committees of the Board of Directors of
UBS AG" of the Organization Regulations of UBS AG. These can
be found at www.ubs.com.

The Risk Committee’s input is critical to ensuring our
compensation plans continue to fully reflect our approach
to risk management and control

Ours is a risk management business and our success depends on
prudent risk-taking. We will not tolerate inappropriate behavior
that can harm the firm, its reputation or the interests of our many
stakeholders. The Risk Committee works closely with the HRCC to
ensure our compensation plans reflect our approach to risk man-
agement and control. The Risk Committee supervises and sets ap-
propriate risk management and control principles and receives
regular briefings on how risk is factored into the compensation
process. It also monitors Group Risk Control's involvement in com-
pensation programs and reviews whether the risk-related aspects
of the compensation process have been adhered to.

Human Resources and Compensation Committee —
additional information

The HRCC held 13 meetings in 2012. Each meeting had an aver-
age attendance of 85%. External advisors attended 11 of those
meetings. The Chairman of the BoD and the Group CEO were
present at all 13 of those meetings, although they were absent
during discussions related to their own compensation. During the
year, the HRCC reappointed Hostettler, Kramarsch & Partner to
provide impartial external advice on compensation-related mat-
ters. The company has no other mandates with UBS. The HRCC
reviewed the company’s certification of its independence based
on the factors outlined in the New York Stock Exchange listing
rules. Compensation consulting firm Towers Watson, appointed
by Group Human Resources, continued to provide the HRCC
with data on market trends and benchmarks, including in rela-
tion to GEB and BoD compensation. Various subsidiaries of Tow-
ers Watson provide similar data to Group Human Resources in
relation to compensation at lower levels of the organization.
Towers Watson has no other compensation-related mandates
with UBS.
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Our Total Reward Principles

Our compensation philosophy and objectives are embodied in our Total Reward Principles. They influence how we
structure compensation and provide funding for our performance award pool. They reflect our focus on pay for
performance, sustainable profitability, sound governance and risk awareness, and support the firm’s strategy by pro-
moting and rewarding behavior that enhances the firm’s position and reputation. The Total Reward Principles were
reconfirmed by the Human Resources and Compensation Committee on 24 October 2012.

Ensuring we attract and engage a diverse, talented
workforce

The success of the business is dependent upon attracting and re-
taining talented people who will help us successfully execute our
strategy in a responsible manner and thus create longer-term, sus-
tainable value for our shareholders. We aim to offer market-com-
petitive compensation that strikes an appropriate balance be-
tween fixed and variable elements. We believe base salaries need
to be sufficient to allow for a flexible policy when it comes to
performance awards. We set performance award levels that en-
courage our employees to perform and to be entrepreneurial,
while at the same time placing an emphasis on strong risk man-
agement and measured risk-taking.
- Refer to the “Overview of our compensation model” section of
this report for more information about our compensation system

Total Reward Principles

The four Total Reward Principles establish a framework for managing performance and integrating risk control.

They also specify how we structure compensation and provide necessary funding for our performance award
pool. These principles apply to all employees, but may vary in certain locations due to local laws and regulations.

Foster effective
individual performance
management

and communication

Attract and engage
a diverse, talented
workforce

Total
Reward
Principles

Support Align reward
:zzr:cﬂ:::?ct:led with sustainable
Fiok-taking performance

Allocation of per-
formance award based
on performance

At least 60% of performance
award deferred and at risk of
forfeiture for senior employees

Funding based on
profitability

How we foster effective individual performance manage-
ment and communication

Throughout the firm, sustainable performance is the key factor in

determining compensation. Our assessment of an employee’s

performance goes beyond the achievement of financial objectives

and takes account of the longer-term risk impact of an employee’s

actions and any relevant reputational issues. In determining an

employee’s performance award, we not only consider their contri-

bution to UBS’s Group or business division results and whether

they have achieved their individual performance objectives, but

also take into account whether they:

— adhere to our corporate values and principles;

— implement our strategic goals of client focus, excellence and
sustainable performance;

— demonstrate leadership when it comes to our clients, business,
people and change;

— lead or support effective collaboration and teamwork;

— operate with a high level of integrity and ensure compliance
with UBS policies;

— actively manage risk, including reducing operational risk, and
strike an appropriate balance between risk and reward; and

— exhibit professional and ethical behavior.

Employees are assessed not just against defined objectives,
but also on a relative basis against their peers within the firm.
This enables us to fairly differentiate performance, and conse-
guently compensation, in an objective, transparent and disci-
plined manner.

- Refer to the “Our employees” section of the Annual Report 2012

for more information on our performance management processes

Ensuring rewards are aligned with sustainable
performance

Throughout the firm, sustainable performance is the key factor in
determining compensation. Refer to the following sections of this
report for more details.



How we support and promote appropriate and controlled
risk-taking

We place a strong emphasis on sound risk control in our compen-
sation policies.

Our performance reviews recognize that different businesses
have different risk profiles, and that additional factors should be
considered, including the fact that earnings may vary in quality
over time based on the risks taken, the full impact of which may
only emerge in subsequent years. Employees are required to dem-
onstrate an appropriate understanding of the nature of their busi-
ness and its associated risks, including operational risks, to con-
sider their actions in light of UBS's reputation and risk appetite,
and to accept responsibility for all risks that arise, which includes
taking steps to manage and mitigate them. As part of their com-
pliance training, employees are required to certify annually that
they are compliant with various UBS policies.

In determining performance award funding, whether on a
Group, divisional or business area level, we take the following key
risks into account, where applicable: credit risk; market risk; trea-
sury risk; operational risk, including legal and compliance risks;
and reputational risk. The quantitative risk measures we consider
when determining performance awards include, but are not lim-
ited to, the liquidity-adjusted stress ratio, the number of days on
which the daily value-at-risk is exceeded, and the number of op-
erational risks and audit recommendations that are effectively
resolved. Our risk measures are reinforced by qualitative assess-
ments conducted by Risk and Legal & Compliance relating to how
the businesses manage such matters.

To keep our employees focused on the longer-term profitability
of the firm, we require that a significant part of their performance
award be deferred for up to five years if their total compensation
exceeds CHF/USD 250,000. Part, or all, of the unvested deferred
portion may be forfeited in certain cases. Examples include where
an employee has acted contrary to the firm’s interests by contrib-

uting to significant financial losses or restatements; causing repu-
tational harm; or breaching risk policy, legal or regulatory require-
ments, all of which constitute harmful acts.

In addition, we take specific measures regarding the compen-
sation of our Key Risk Takers. They are the most senior members
of management, together with selected individuals who, by the
nature of their role, exert significant influence over the firm’s risk
profile. We identify these individuals, whether they are in front-
office, control or logistics functions (such as IT), consistent with
specific requlatory guidance and best practice in the industry. Dur-
ing 2012, the number of individuals identified as Key Risk Takers
increased to more than 500. Key Risk Takers are subject to more
rigorous scrutiny, which they receive in the form of performance
evaluations from the control functions, and part of their compen-
sation is subject to performance conditions.

To monitor risk effectively, our control functions, primarily Le-
gal & Compliance, Risk Control and Finance, must be indepen-
dent. To support this, their compensation is determined indepen-
dently from the revenue producers that they oversee, supervise or
support. Their performance award pool is not based on the per-
formance of these businesses, but instead reflects the perfor-
mance of the firm as a whole. In addition, we consider other fac-
tors such as how well the function has performed, together with
our market positioning. Decisions regarding individual compensa-
tion for the leaders of these control functions are made by the
function heads and approved by the Group CEO.

Additionally, we have an internal disciplinary process which is
relevant to all employees, the Incident & Consequences Process,
that evaluates the behavior of employees involved in disciplinary
events, incidents in which controls have been violated and cases
of financial loss each year, and imposes compensation-related
sanctions on the employees concerned.

-> Refer to the “Overview of our compensation model” section of

this report for more information about key performance
indicators and Key Risk Takers
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We benchmark GEB compensation and
benefit levels against those of our peers by
referring to a peer group of companies
selected based on the comparability of their
size, business mix, geographic mix, and the
extent to which they are our competitors
for talent. We also consider the regulatory
environment, and the culture and practices
of these peers that may have an impact on
their pay strategy and pay levels. These
companies, which are predominantly large
European and US banks operating interna-
tionally, are our main competitors when it
comes to hiring.

In 2012, the HRCC reviewed our peer
benchmarking process. The committee
decided that to improve comparability, it
was appropriate to expand our peer
comparison group by adding BNP Paribas,
Goldman Sachs, Julius Baer, and Nomura.
Consequently, our peer comparison group
now consists of the following companies:
Bank of America, Barclays, BNP Paribas,

Citigroup, Credit Suisse, Deutsche Bank,
Goldman Sachs, HSBC, JP Morgan Chase,
Julius Baer, Morgan Stanley and Nomura.
The committee decided that a more
diverse comparison group is appropriate
given the wider variation in business
models that is emerging across financial
services and thus the broader array of
competitors, particularly for talent.

In the view of the HRCC and the BoD,

our executive compensation structure is
appropriate relative to this peer group.

It will continue to review the peer group
regularly to ensure that the firms that
constitute it remain relevant benchmarks for
the purposes of determining GEB compen-
sation.

With regard to compensation for other
employees, given the diversity of our
businesses, the companies we use as
benchmarks vary with and are dependent
on the relevant business divisions and

Comparability assessment against main peers'

locations, as well as the nature of the
positions involved. For certain businesses
or positions, we may take into account
other major international banks, additional
large Swiss private banks, private equity
firms, hedge funds and non-financial
firms. Furthermore, we also benchmark
employee compensation internally for
comparable roles within and across
business divisions and locations.

We believe that the extended length of
our deferral periods and the scope of
employees subject to the DCCP five-
year cliff-vesting will go further than
comparable requirements at many firms
in our peer group. While these changes,
coupled with reduced performance
award pools in certain business areas, will
require close management focus, we are
confident that our compensation
framework is right for the firm and
reinforces our focus on medium- and
longer-term performance.

Benchmarking ensures that our executive compensation is appropriate relative to our peer group. The key benchmarking criteria are

summarized in the following table.

Business
mix?

Firm Size?
Bank of America
BNP Paribas
Barclays
Citigroup

Credit Suisse
Deutsche Bank
Goldman Sachs
HSBC

JP Morgan Chase
Julius Baer
Morgan Stanley
Nomura
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O Less comparable  © Moderately comparable @ Comparable

Geographic

mix* for talent®
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Competitors

HQ location:
geography’

HQ location:
regulatory®
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1 Source: Group Corporate Development assessed the criteria Size, Business and Geographic Mix and Group HR assessed the criteria Competitors for Talent and HQ locations.

itability, assets and employee size. This would potentially impact management complexity outside of the impact of product mix and geography.

pay strategy, pay levels and approach and, importantly, risk profile.
complexity.
ography: culture and practice that impacts pay strategy, levels.

10

5 Competitors for talent: firms from which UBS recruits and/ or firms which recruit from UBS.

2 Size: evaluated in terms of revenue, prof-

3 Business mix in terms of type and size of major businesses would impact
4 Geographic mix: evaluated not only in terms of mix, but also from a European HQ perspective. Impacts executive role definition and management
6 HQ location/ regulatory: impact of the regulatory environment based on home regulator.

7 HQ location/ ge-



Overview of our compensation model

Our strategy places our clients’ best interests at the center of everything we do and is designed to help us deliver
attractive and sustainable returns to our shareholders. Our success in doing so will ultimately depend on the efforts
of our employees and we believe it is essential to provide them with the opportunity to participate in the firm’s
longer-term success. However, we must clearly link pay with performance. To reinforce this link, the key performance
indicators we use to measure our progress in executing our strategy are taken into account when determining the
size of each divisional performance award pool and used as a basis for setting the performance conditions of our com-

pensation plans.

Overview of key changes to compensation framework for performance year 2012’

Group Executive Board (GEB)

All other employees with total compensation
above CHF/USD 250,000

— GEB overall performance award pool capped at 2.5% of the firm’s adjust-
ed pre-tax profit for each year.

— Minimum number of UBS shares to be held up from 200,000 to 350,000
shares for each member, and from 300,000 to 500,000 shares for the
Group CEO.

— Cap on immediate cash paid as part of performance award reduced to
CHF/USD 1 million (down from CHF/USD 2 million).

— Deferred compensation mix now half in form of Equity Ownership Plan
(EOP) awards and half in form of new Deferred Contingent Capital Plan
(DCCP) awards. Total percentage of deferred compensation increased to
at least 80%, from at least 76%.

— DCCP awards consist of a notional bond which replicates many of the
features of UBS contingent loss-absorbing bond placed in the market in
2012, with annual interest payments. Awards vest in their entirety after
five years, provided no trigger or viability event occurs. 20% of the award
may be forfeited for each year the firm does not achieve an adjusted pre-
tax profit. 100% of award at risk of forfeiture. Interest will only be award-
ed for each year in which the firm achieves an adjusted pre-tax profit.

— Vesting of EOP awards occurs in years 3 to 5, previously in years 1 to 5.

- New compensation framework increases average deferral period for the
GEB to 4.5 years (from 2.7 years for 2011).

— More stringent performance conditions for EOP awards based on Group
and divisional performance, so that 100% of the award is at risk of
forfeiture (previously up to 50% at risk).

— Discontinuation of Cash Balance Plan and Performance Equity Plan.
— Enhanced harmful acts provisions.

— Cap on immediate cash paid as part of performance award reduced to
CHF/USD 1 million (down from CHF/USD 2 million).

— Deferred compensation mix now half in form of EOP awards and half in
form of new DCCP awards.

— DCCP awards consist of a notional bond which replicates many of the
features of UBS contingent loss-absorbing bond placed in the market in
2012, with annual interest payments. Awards vest in their entirety after
five years, provided no trigger or viability event occurs. Interest will only
be awarded for each year in which the firm achieves an adjusted pre-tax
profit.

— Vesting for EOP awards occurs in years 2 and 3, previously in years 1 to 3.

— New compensation framework increases the average deferral period to
3.8 years (from 2.0 years for 2011).

— More stringent performance conditions for EOP awards based on Group
and divisional performance apply to Group Managing Directors,
Key Risk Takers and Highly Paid Employees (i.e employees with a perfor-
mance award of CHF/USD 2 million or more), so that 100% of their
awards are at risk of forfeiture (previously up to 50% at risk).

— Enhanced harmful acts provisions.

1 There are variations in plans for Global Asset Management employees, which are not reflected in this table.

How we determine an individual’s pay

We focus on an employee’s total compensation, which consists of
two elements: a fixed element, generally the base salary; and an
annual discretionary performance award. The level of perfor-
mance award depends on several factors, including the firm’s
overall performance, the performance of the employee’s business
division, and the individual's performance.

To safeguard against excessive pay in 2012, we introduced a
cap on the size of the GEB performance award pool of up to
2.5% of the Group adjusted operating profit. We also capped

the amount of immediate cash that can be paid as part of
the total performance award granted to any employee at
CHF/USD 1 million, which is a 50% reduction on the previous
cash cap.

Base salary

The base salary reflects an employee’s skills, role and experience
while taking local market practices into consideration. It is fixed
and usually paid monthly or semi-monthly. We review base sala-
ries every year to ensure they remain competitive, comparing
them with relevant internal and external benchmarks. Adjust-
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Compensation overview'

A balanced mix of fixed and variable compensation ensures appropriate risk-taking and behavior that produces sustainable business

results.
Chairman of Board Group Other
the BoD of Directors Executive Board Key Risk Takers =~ employees
Base salary? [ J [ [ J [ J
Cash performance award ([ [ J [ J
Equity Ownership Plan (EOP)** o o o
Deferred Contingent Capital Plan (DCCP)**® o o o

Base fee and committee retainer(s)®

1 All monetary figures stated in the “Compensation” section are gross figures (compensation before applicable withholdings and deductions).”
3 All employees with a total compensation of CHF/USD 250,000 or more are eligible.
5 Additional performance condition if our Basel Il common equity tier 1 ratio falls below 7% or if a viability event

and a fixed number of shares.
ing Directors and other employees with a total performance award exceeding CHF/USD 2 million.
occurs. 6 At least 50% of the base fee is paid in blocked UBS shares.

ments are made when there is a significant change in job respon-
sibility, and we may make annual adjustments to reflect perfor-
mance and respond to movements in the marketplace.

In 2011, we made very limited salary increases, and we con-
tinued this approach in 2012 to keep our fixed-cost base down.
With effect from March 2013, base salaries were increased
by a total of CHF 62 million or 1% of the monthly salary run
rate for February 2013. This compares with a base salary in-
crease made for the 2012 performance year of approximately
1.5%. The increases for 2013 apply primarily to employees
who were promoted and those whose base salary fell signifi-
cantly short of the market benchmark for their role. Our total
salary expense for 2012 was CHF 6,814 million, down 1%
from 2011 and down 3% from 2010.

Performance award

The majority of our permanent employees are considered for an
annual discretionary performance award. The amount of any per-
formance award depends on the factors, including, but not limited
to, those mentioned at the start of this section, and is at the com-
plete discretion of the firm.

As previously stated, performance awards are fully discretionary.
For the 2012 performance year, for employees across the Group,
the performance award was, on average, approximately 37% of
the base salary. Among GEB members in office at the end of 2012,
it was, on average, 321% of a GEB member’s base salary. For 2011,
the comparable figures were 40% and 331%, respectively.

Key performance indicators
The performance of the Group is assessed using criteria such as
risk-adjusted profits, performance relative to the industry and
general market competitiveness.

In addition to the key performance metric of risk-adjusted prof-
itability, we use a number of additional criteria to assess the per-
formance of each of our business divisions.
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2 The base salary of the Chairman of the BoD consists of a cash amount
4 Additional profitability performance condition for GEB members, Key Risk Takers, Group Manag-

For example:

— we assess the performance of business areas in our wealth
management businesses using criteria such as the level of net
new money over the year;

— in the Investment Bank, we consider factors such as revenue
and profitability, the cost-income ratio and return on risk-
weighted assets;

— the financial performance of business areas in Global Asset
Management is assessed using criteria such as the level of as-
sets under management and investment performance.

Risk-related objectives also vary between businesses and include:

— the client credit documentation and operational costs in our
wealth management businesses;

— the number of days during which the daily value-at-risk limit is
exceeded in the Investment Bank;

— whether risk investment guidelines and Group and risk policies
have been adhered to, and whether significant risk events oc-
cur in Global Asset Management; and

— broader qualitative indicators taking into account our market
position for a large part of the Corporate Center.

For the Group as a whole, we consider progress against our
strategic initiatives, including, but not limited to, risk-weighted
asset reduction, balance sheet reduction, delivery of cost efficien-
cies and capital accretion.

In addition, we look at the organization’s risk profile and cul-
ture, including the extent to which operational risks and audit is-
sues are identified and resolved and the quality of its engagement
in risk initiatives.

On a business area level, the size of the pool depends on its
performance and that of the business division to which it belongs.
This means an individual’s performance award depends on the



available funding for their business area and business division, as
well as on their personal achievements. However, any perfor-
mance award is made at UBS’s sole discretion and we do not ap-
ply a formula or assign weightings to specific performance indica-
tors in determining individual performance awards. Performance
award levels can fluctuate significantly from year to year and it is
possible that an individual receives no performance award in a
given year.

We evaluate performance on an ongoing basis. If performance
is weak, we reduce our performance award pool accruals accord-
ingly.

-> Refer to the “Compensation funding and expenses” section of

this report for more information

Deferral of performance awards

A significant part of our performance awards is deferred over
several years. The unvested deferred amounts are forfeited or
reduced if any applicable performance conditions are not met
or if employees commit harmful acts. Employees with a total
compensation of CHF/USD 250,000 or more receive 40% of
their performance awards in cash, subject to the cash cap of
CHF/USD 1 million. Above the total compensation threshold of
CHF/USD 250,000, a minimum of 60% of their annual perfor-
mance awards are deferred, with 30% in UBS shares that are
deferred under the Equity Ownership Plan (EOP) with the re-
maining 30% granted under the Deferred Contingent Capital
Plan (DCCP). Global Asset Management employees receive
45% of their performance awards in cash-settled notional
funds under the EOP and the remaining 15% under the DCCP.
A high-level overview of the framework is provided on the fol-
lowing page.

-> Refer to the “Deferred variable compensation plans” section of
this report for more information about the terms of our deferred
variable compensation plans, including the forfeiture provisions
to which they are subject, and the terms applicable to Global
Asset Management employees

-> Refer to “Note 31 Equity participation and other compensation
plans” in the “Financial information” section of the Annual
Report 2012 for details of specific local plans with deferral
provisions that differ from those described here

Other variable compensation

To support hiring or retention, particularly at senior levels, we may

offer certain incentives. These include the following:

— replacement payments to compensate employees for deferred
awards forfeited as a result of joining UBS. Such payments are
standard industry practice and are often necessary to attract se-
nior candidates who generally have a significant portion of their
awards deferred at their current employer and where continued
employment is required to avoid forfeiture. As a general principle,
these “forfeited equity replacements” take into account the terms
and features of any deferred award that an individual has forfeit-
ed upon joining UBS. As such, if, by joining UBS, an employee has

forfeited deferred equity compensation, this will be replaced by an
award under the EOP. Replacement awards are not considered
part of an employee’s total compensation although they consti-
tute costs that the bank must incur to hire such employees.

— on a very limited basis, guarantees may be required to attract
individuals with certain skills and experience. These awards,
which are fixed incentives either in cash or in equity awarded
under a plan, are paid regardless of future events, but are lim-
ited to the first performance year.

— sign-on payments are occasionally offered to important top-level
candidates to increase the chances of their accepting an offer.
Awards made to employees hired at the end of the year to re-
place performance awards that they have forfeited, as well as
those offered to certain graduate hires, are also reported as sign-
on payments.

— retention payments made to key senior employees to induce
them to stay, particularly during critical periods for the firm.

Replacement payments, guarantees and sign-on payments are
generally agreed at the time of hiring. The table on page 282
shows the amount of such payments made in 2012, together
with the number of beneficiaries.

Employment contracts for those holding the rank of Director
and above generally contain a notice period of between one and
six months, depending on the location, which such employees
must serve and during which time they are paid their base salary.
We provide for severance payments in redundancy cases when
employees are asked to leave as part of a reduction in the work-
force. These are governed by location-specific severance policies.
At a minimum, we offer severance terms which comply with the
applicable local laws (“legally obligated severance”). In certain lo-
cations, we may provide severance packages that are negotiated
with our local social partners that go beyond these minimum legal
requirements (“standard severance”). In addition, we may make
severance payments that exceed legally obligated or standard sev-
erance payments (“supplemental severance”) where we believe
that they are appropriate under the circumstances. For example,
we may grant a performance award on a pro-rated basis to em-
ployees who have performed well but have been made redundant
after the third quarter of the year. In the exceptional cases that
special payments are made outside the circumstances described
above, or where substantial severance payments are made, a fur-
ther stringent approval process applies.

With the exception of severance payments made in redundan-
cy cases, all the payments described above, though typical in our
industry, are only offered in special circumstances. They are highly
restricted, take into account the specific circumstances of each
case and are normally one-time payments with substantial defer-
ral. They generally require the approval of the divisional CEO and
Human Resources heads, and, in certain circumstances, the Group
Head of Human Resources, the Group CEO or the HRCC. Further-
more, such payments may be forfeited or reduced should an em-
ployee subsequently act in a manner detrimental to the interests
of the firm.
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2012 compensation framework for all employees with total compensation of
CHF/USD 250,000 or more, except GEB members’

The graph below provides an illustrative overview of the 2012 compensation framework for all employees with total compensation of CHF/USD 250,000 or more, excluding GEB members and Global Asset
Management employees. It also provides a comparison with the framework for 2011.

Of the annual performance award, 40% is paid immediately in cash, 30% under the EOP and 30% under the DCCP?
2012

Payout of performance award s

2011

Payout of performance award s

Shares awarded.
Award vests in equal installments in years 2 and 3.

Subject to forfeiture in the event of a harmful act or termination of
employment.

For GMDs, Key Risk Takers and Highly Paid Employees, the award is

subject to both Group and divisional performance over the financial
years during the vesting period. The amount forfeited may be up to

15%

100% of the award installment due to vest.

or a viability event occurs.
adjusted pre-tax profit is achieved.

provisions.

award at risk of forfeiture p——— |

60% of performance

Replicates the features of loss-absorbing bonds.
Award dliff vests in in year 5, subject to forfeiture if a capital ratio trigger

Notional interest payments will be awarded annually in years where

Awards are subject to continued employment and harmful acts

award at risk of forfeiture T ———

60% of performance

40% paid out immediately, subject to a cash cap of
CHF/USD 1 million, down from CHF/USD 2 million for 2011.

Base
salary

2012 2013 2014 2015 2016 2017 2018

2011 2012 2013 2014 2015 2016 2017

1 Except for Global Asset Management employees and employees in certain locations subject to specific local plans with different

deferral provisions. 2 Code Staff receive 50% in the form of blocked UBS shares.

Pensions and benefits
We offer certain benefits such as health insurance and retirement
benefits. These benefits vary depending on the location, but are
competitive within each of the markets in which we operate.
Pensions give employees and their dependents a level of secu-
rity after their retirement or in the event of disability or death.
While pension plans may vary across locations in accordance with
local requirements, pension plan rules in any one location are gen-
erally the same for all employees in that location, including man-
agement.
-> Refer to “Note 30 Pension and other post-employment benefit
plans” in the “Financial Information” section of the Annual
Report 2012 for more information

Employee share purchase program

We believe it is important that all our employees have the oppor-
tunity to take a personal stake in the success of the firm. Our em-
ployee share purchase program, the Equity Plus Plan, allows em-
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ployees to contribute up to 30% of their base salary and/or up to
35% of their performance award toward the purchase of UBS
shares. All employees below the rank of Managing Director are
eligible to participate. Employees can purchase UBS shares at mar-
ket price, and receive one free share for every three purchased
through the program. Shares purchased under the Equity Plus Plan
are generally restricted from disposal for a maximum of three years
from the time of purchase. The free shares vest after three years,
with vesting subject to continued employment with the firm.

Compensation for financial advisors in

Wealth Management Americas

In line with market practice in the US for brokerage businesses,
the compensation system for financial advisors in Wealth Man-
agement Americas is based on commissions. The commissions,
paid monthly, are based on revenue and other strategic perfor-
mance measures and objectives. We reduce payout rates if finan-
cial advisors make repeated or significant client account or trans-



action errors. In addition to these commissions, advisors may also
qualify for year-end awards, most of which are deferred over ei-
ther a six- or 10-year period. The size of these awards may be
based on length of service, coupled with the amount of net new
money brought in, or the amount of revenue generated from
wealth management-based services or products. For 2012, we
paid a total of CHF 2,793 million in compensation to financial
advisors in Wealth Management Americas. These amounts are
neither part of nor expensed in our discretionary performance
award pools and are categorized as “Wealth Management Amer-
icas financial advisor compensation”.

Identifying our Key Risk Takers

Identifying Key Risk Takers is important to ensure we incentivize
only appropriate risk-taking. Key Risk Takers are defined as those
employees who can materially set, commit or control significant
amounts of the firm’s resources and/or exert significant influence
over its risk profile. This includes employees who work in front-
office roles, logistics or control functions. There are currently
more than 500 individuals classified as Key Risk Takers, including
GEB members. We also include employees with a performance
award exceeding CHF/USD 2 million (Highly Paid Employees) in
this category if they have not already been identified as Key Risk
Takers. All GEB members are Key Risk Takers, but disclosed sepa-
rately in this report.

Compensation measures for Key Risk Takers and

Highly Paid Employees

Key Risk Takers identified at the beginning of the performance
year are subject to a performance evaluation by the control func-
tions. Additionally, the vesting of their deferred awards is partially
contingent on the profitability of the business division in which
they work, or, in the case of Corporate Center employees, on the
profitability of the Group as a whole. Like all other employees,
they also face forfeiture or reduction of the deferred portion of
their compensation if they commit harmful acts.

Equivalent compensation measures for Group Managing
Directors

The same compensation measures apply to all Group Managing
Directors (GMDs) regardless of whether they are determined to be
Key Risk Takers or not. They receive part of their annual perfor-
mance award under the EOP and the DCCP, with the vesting of
their deferred EOP awards contingent on the same performance

conditions to which Key Risk Takers are subject. Furthermore, any
immediate cash award in excess of the CHF/USD 1 million cap is
deferred as shares under the EOP.
- Refer to the discussion “Support appropriate and controlled
risk-taking” in the “Total Reward Principles” section of this
report for more information

We believe that we are fully compliant with the relevant Swiss Fi-
nancial Market Supervisory Authority (FINMA) requirements regarding
risk-takers, and we also consult with our other regulators around the
globe on the topic. We make separate disclosures about risk takers
in our local annual reports in line with local disclosure requirements.

Identifying our UK Code Staff

In accordance with guidance from the UK Financial Services Au-
thority (UK FSA), we have identified 185 employees, consisting of
senior management and employees whose professional activities
could have a material impact on the firm’s risk profile in the UK,
as so-called “Code Staff”. Compensation measures that apply to
Code Staff are generally similar to those applied to Key Risk Tak-
ers. However, due to specific UK FSA requirements, 50% of Code
Staff performance awards that are paid out immediately are de-
livered in UBS shares. Furthermore, any shares granted to Code
Staff under the EOP for their performance in 2012 will be subject
to an additional six-month blocking period upon vesting.

Identifying our Covered Employees

In the US, the Federal Reserve has recommended a more expan-
sive approach for identifying employees who expose their firms to
material amounts of risk. Based on guidance from the Federal
Reserve Bank of New York, we have identified those employees,
known as “Covered Employees”. For 2012 there are 805 senior
executives, employees who manage revenue-producing lines of
business and revenue producers in the US who individually or col-
lectively expose the firm to material amounts of risk.

Group Executive Board (GEB)

Performance objectives for GEB members are linked to Group and
divisional key performance indicators. The Group CEQ’s perfor-
mance award depends on the performance of the Group as a
whole, while GEB members who are divisional Chief Executive
Officers are assessed based on Group and divisional profitability.

Key Risk Takers'

Classification Location Number of employees
GEB members Global "
Key Risk Takers Global 501, excluding GEB members

1 Includes employees with a performance award exceeding CHF/USD 2 million (Highly Paid Employees).
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Sign-on payments, replacement payments, severance payments and guarantees
Of which expenses

Total Of which expenses to be recognized
CHF million, except where indicated 2012 recognized in 2012* in 2013 and later Total 201"
Total sign-on payments'
I B R B R G .
T RN e
o Group Erecutive Boand 1GEE) mamors T
R e e B =
T SR IR -
o Key B o
B R jr Jr s
T SR R S

Total replacement payments’

Number of beneficiaries 16 35

Total guarantees

Number of beneficiaries 10 34
Total severance payments?

Number of beneficiaries 1 4

11n 2011 sign-on payments and replacement payments were reported together. Total 2011 was restated correspondingly. 2 Expenses for Key Risk Takers are full-year amounts for individuals in office on 31 December
2012. Key Risk Takers include employees with a performance award of CHF/USD 2 million or more (Highly Paid Employees). 3 Severance payments include legally obligated and standard severance , as well as supple-
mental severance payments of CHF 16 million. 4 Expenses before post vesting transfer restrictions.
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2012 compensation framework for GEB members

The graph below provides an illustrative overview of the 2012 compensation for GEB members, comparing it with the framework in 2011.
Of the annual performance award, up to 20% is paid immediately in cash, a minimum of 40% is deferred under the EOP and another 40% under the DCCP

2012

Payout of performance award m——

Shares awarded.

Award vests in equal installments in years 3, 4 and 5, subject to
both Group and divisional performance over the three financial

years before vesting. The amount forfeited may be up to 100%

of the installment due to vest.

Subject to forfeiture in the event of financial loss, harmful acts
or termination of employment.

Replicates many of the features of loss-absorbing bonds.

Award cliff vests in year 5, subject to forfeiture if a capital ratio
trigger or a viability event occurs. Awards are subject to 20%
forfeiture if UBS does not achieve an adjusted pre-tax profit.
Notional interest will be awarded annually in years where the firm
achieves an adjusted pre-tax profit.

Awards are also subject to continued employment and harmful

2011

Payout of performance award ms——

SEEOP

40%

20%

0-
40%

acts provisions.

At least 80% of performance award at risk of forfeiture

cash s | 76% of performance award at risk of forfeiture

=
- =3 Up to 20% pai_d_out immediately, subject to a _ca_sh cap of L;} z3
S gsR! CHF/USD 1 million (down from CHF/USD 2 million for 2011). €T %
N 583D S5 Tothe extent that less than 20% is paid in immediate cash, s g =g
2 2ESECT  thatamount will be delivered in EOP. g SE
S5E3Es NERFE
Base
salary
2012 2013 2014 2015 2016 2017 2018 2011 2012 2013 2014 2015 2016 2017

Share 500,000 shares for Group CEO

350,000 shares for other GEB members

retention

GEB members are required to hold a certain number of UBS
shares as long as they are in office.

This holding has to be built up within a maximum period of five
years from the date of their appointment to the GEB.

Share 300,000 shares for Group CEO

200,000 shares for other GEB members

retention

1 Code Staff receive 50% in the form of blocked UBS shares.

Those who lead Group control functions or who are regional
CEOs are assessed based on the performance of the Group and
the regions that they oversee. We also apply various qualitative
criteria in evaluating the performance of GEB members. These
include: their ability to manage risk; bring about change in the
organization; establish strong teams; and develop new leadership
talent. GEB members are also assessed on how effectively they
adhere to our strategic principles and apply our values.
-> Refer to the “2012 compensation for the Group Executive Board
and Board of Directors” section of this report for more information

Base salary and performance awards

GEB members receive a base salary and are eligible to receive an an-
nual discretionary performance award. While GEB awards are at the
discretion of the BoD, they take into account the overall performance
of the Group and are dependent on the available performance

award pool funding. Overall, the GEB performance award pool is
limited to up to 2.5% of the Group’s adjusted pre-tax profit.
- Refer to the discussion in the “2012 compensation for the Group
Executive Board and Board of Directors” and “Compensation
funding and expenses” sections of this report for more information

At least 80% of a GEB member’s performance award is deferred
in line with our focus on sustainable performance. Of this, 40% is
awarded under the Deferred Contingent Capital Plan (DCCP), a
minimum of 40% is awarded under the Equity Ownership Plan
(EOP) and a maximum of 20% is paid out immediately, subject to a
cash cap of CHF/USD 1 million (any amount above the cash cap is
paid in UBS shares or notional shares under the EOP). For GEB
members, EOP awards vest from year 3 to 5 in three equal install-
ments, subject to the applicable performance conditions being
met. DCCP awards vest in their entirety in year 5, although no-
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tional interest is awarded annually, provided that the firm achieves
an adjusted pre-tax profit for that year. In addition to the capital
ratio trigger of 7%, DCCP awards for GEB members will be subject
to an additional performance condition. If UBS does not achieve an
adjusted pre-tax profit during the vesting period, GEB members
would forfeit 20% of the award for each loss-making year. As such,
100% of the award is at additional risk of forfeiture.

By discontinuing our previous deferred variable compensation
plans, we have eliminated all leverage from our compensation
plans, thereby further discouraging excessive risk-taking.

-> Refer to the “Deferred variable compensation plans” section of

this report for more information

- A high-level overview of the 2012 compensation framework for

GEB members is provided on the following page, which includes
the 2011 framework (shaded) for comparison purposes

To further align their interests with those of our shareholders,
as well as to further ensure that they remain focused on the
longer-term success of the firm, we operate a formal share own-
ership requirement, under which GEB members must hold a
minimum number of UBS shares. In 2012, the minimum holding
requirement levels were increased. Each GEB member must now
hold a minimum of 350,000 shares compared with the previous
requirement of 200,000 shares. The Group CEO is now required
to hold 500,000 shares compared with the previous minimum of
300,000 shares. These shareholdings must be built up within a

maximum period of five years from the date a GEB member is
appointed and must be retained for as long as he or she remains
in office. The number of UBS shares held by each GEB member
is determined by adding any vested or unvested shares to pri-
vately held shares. GEB members are not permitted to sell their
UBS shares until the abovementioned thresholds have been
reached.

Employment contract terms

Employment contracts for GEB members do not provide for
“golden parachutes”, that is, special severance terms, including
supplementary contributions to pension plans. All employment
contracts with GEB members contain a notice period of six
months, except for one which contains a 12-month notice period.
If a GEB member leaves the firm before the end of a performance
year, he or she may be considered for a discretionary performance
award based on his or her contribution during the time worked in
that performance year. Such awards are at the full discretion of
the firm, which may decide not to grant any awards.

Benefits
Benefits for GEB members are in line with local practices for other
employees.
- Refer to the “2012 compensation for the Group Executive Board
and the Board of Directors” section of this report for more
information

Fixed and variable compensation’
Total for the year Total for th
ended 2012 Not deferred Deferred® (;:;r :r:éeg
CHF million, except where indicated amount % amount % amount % 20114

Group Executive Board (GEB) members?

Total compensation

Number of beneficiaries 13 15
Fixed compensation

oo ss Iary ....................................................................... o Je B o G A S
Variable compensation 52 75 0 0 52 100 55
RN PRI G G g s e
EqmtyOwnershlp B Gy s . R o VA
Defered Contlng - Caplt R Sy G O R o0 A
Discontinued deferred compensation plans® N/A N/A N/A N/A N/A N/A 55
Key Risk Takers®

Total compensation

Ao oo oo G T RS si
Nimber of beneficiaria Gor T s
Fixed compensation

e 's‘a‘lé‘ry ........................................................................ g R e o R R o
Variable compensation 572 72 185 32 387 68 462

1 The compensation of GEB members who assumed their roles in 2012 is reflected in the GEB and Key Risk Taker numbers in this table on a pro-rated basis.
3 This is based on the specific plan vesting which may differ from the accounting expensing.
6 Includes employees with a performance award of CHF/USD 2 million or more (Highly Paid Employees).

all GEB members who stepped down during 2012.
Senior Executive Equity Ownership Plan and Performance Equity Plan.
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2 The figures refer to all GEB members in office in 2012 and
4Year 2011 as reported in Annual Report 2011. 5 Cash Balance Plan,



In December 2012, UBS reached a
settlement with the UK Financial Services
Authority (FSA), the US Department of
Justice (DOJ) and the Commaodity Futures
Trading Commission (CFTC) resolving
LIBOR and other benchmark-related
investigations, under which UBS agreed to
pay fines totaling approximately CHF 1.4
billion. At the same time, the Swiss
Financial Market Supervisory Authority
(FINMA) issued an order concluding its
formal proceedings with respect to UBS,
requiring UBS to pay CHF 59 million in
disgorgements.

Shareholders, clients and our employees
are understandably concerned about the
conduct identified in the LIBOR investi-
gations. From the time management
discovered the wrongdoing and promptly
reported it to regulators, we have fully
cooperated with these regulators

and taken significant remedial action to
improve policies, protocols and controls.

We took disciplinary measures against
those employees who were found to have
been involved in the misconduct or who
failed in their supervisory duties, including
terminating their employment. 26 employ-
ees left UBS before disciplinary action could
be taken. 25 employees had their employ-
ment terminated, either by separation
agreement or termination for cause.

27 individuals were sanctioned with various
warnings, reductions in their compensation
and forfeiture of part of their deferred
compensation, and by not being consid-
ered for promotions. We continue to assess
whether sanctions against other current

and former employees should be taken
based on our ongoing reviews or informa-
tion we receive from regulators.

In addition to the reduction or elimination

of performance awards paid to individuals

for 2011 and 2012, we estimate that

approximately CHF 60 million of unvested

deferred performance awards has been

forfeited. These forfeitures were principally

due to the following:

— terminations

— resignations

— performance conditions in our deferred
variable compensation plans being
deemed not to have been met

— the application of the harmful acts
forfeiture provisions

Given the serious nature of the matter
and the financial and reputational impact
that it had on the firm, the cost of the
LIBOR-related settlements was taken fully
into account in determining the size of
the overall performance award pool for
2012. In addition, the HRCC recommend-
ed to the BoD that the performance
award pools for the Investment Bank and
the Corporate Center should be reduced
to reflect the gravity of the matter. In
doing so, they considered both the direct
actions of those who attempted to
influence LIBOR rates and the fact that
UBS's controls and procedures did not
detect or prevent these actions.

In determining the size of the perfor-
mance award pool for the Investment

Bank, the HRCC considered the division’s
financial performance for the year,
adjusted for items such as goodwill
impairment and restructuring charges. To
assist in its thinking, it factored in a
discretionary adjustment equivalent to
approximately 50% of the LIBOR-related
costs for the year. Finally, the HRCC also
took into account the Investment Bank’s
significant achievements in reducing its
risk-weighted assets and balance sheet
and accelerating the implementation of
the firm’s strategy. Taking all these
factors into consideration, the HRCC
determined that the Investment Bank's
overall performance award pool should
be reduced by approximately 20%
compared to the level of performance
awards for the division for 2011. In
addition, unlike in 2012, no special
awards will be granted to Investment
Bank employees in 2013. The HRCC
also determined that performance
awards subject to performance condi-
tions that were due to vest in March
2013 for the Investment Bank should be
reduced by 10%. This 10% forfeiture,
amounting to over CHF 14 million at the
time of forfeiture, applied to over 300
individuals.

The Corporate Center performance
award pool was also reduced as a

result of the LIBOR matter. However,

no forfeiture of performance awards
with performance-linked vesting condi-
tions was deemed appropriate in the
Corporate Center as the relevant
performance condition, that is, the firm's
overall profitability, as measured on an
adjusted performance basis, was met.
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Our deferred variable compensation plans

To ensure our employees’ and shareholders’ interests are aligned, we pay part of our performance awards in UBS
shares. To keep our employees focused on the medium and longer-term profitability of the firm, all variable compensa-
tion plans require a significant part of an employee’s performance award to be deferred for up to five years and include

forfeiture provisions.

In 2012, we simplified and at the same time strengthened our
compensation framework by eliminating a number of plans and
introducing two universal plans that apply to all employees with a
total compensation above CHF/USD 250,000 — the revised Equity
Ownership Plan (EOP) and the new Deferred Contingent Capital
Plan (DCCP). We have also extended the deferral period for our
performance award plans. The introduction of the DCCP and
changes to vesting conditions for the EOP have resulted in the
average deferral period for the GEB increasing to 4.5 years (from
2.7 years for 2011) and to 3.8 years for other employees (from 2.0
years for 2011). The previous plans for members of the GEB,
namely the Cash Balance Plan (CBP), Senior Executive Equity
Ownership Plan (SEEOP) and the Performance Equity Plan (PEP)
have been discontinued.

The forfeiture provisions in our deferred variable compensa-
tion plans, which have been enhanced, enable the firm to forfeit
some, or all, of the unvested deferred portion if an employee
commits certain harmful acts.

Generally, we regard the following as harmful acts:

Overview of variable compensation plans

— contributing substantially to a significant downward restate-
ment of the Group’s or a business division’s results or to the
Group incurring significant financial losses

— engaging in conduct and/or failing to discharge supervisory or
managerial responsibilities that results in detriment to UBS, in-
cluding reputational harm

— engaging in conduct that materially violates legal and regula-
tory requirements or internal policies and procedures

— disclosing confidential or proprietary information

— soliciting UBS employees or clients

As a result of the changes described above we believe we
have the largest proportion of deferred compensation in our peer
group, and that our employees would have more deferred com-
pensation at risk than at any other competitor firm. Thus we pro-
vide greater protection to our stakeholders in the event of poor
performance or harmful acts.

- Refer to “Note 31 Equity participation and other compensation
plans” in the “Financial Information” section of the Annual
Report 2012 for more information on valuation principles and
valuation of the awards granted

Compensation is closely linked to longer-term sustainable performance. All of our variable compensation plans feature performance
conditions for certain employees. A substantial part of variable compensation is deferred and at risk of forfeiture for several years.

Equity Ownership Plan
Beneficiaries

Vesting schedule

GEB members, Key Risk Takers and all employees with total
compensation greater than CHF/USD 250,000

Vests in equal installments in years 3 to 5 for GEB members and in

Deferred Contingent Capital Plan

GEB members, Key Risk Takers and all employees with total
compensation greater than CHF/USD 250,000

Vests in full in year 5

equal installments in years 2 and 3 for all other employees'

Share price? [ ]
2 E’“ Forfeiture clauses )
OG>
% S S Harmful acts )
c3 %
8 S Performance conditions For GEB members, GMDs, Key Risk Takers and Highly Paid Employ-

ees, the number of UBS shares delivered at vesting depends on the
achievement of both Group and divisional performance conditions

Profitability as funding driver [ ]

Instrument UBS shares or notional shares?

[

[
Depends on whether a trigger event or viability event has occurred
Awards for GEB members are also subject to 20% forfeiture for
any year where UBS does not achieve an adjusted pre-tax profit

Notional bond and interest

1 Except for Global Asset Management employees, whose awards vest in equal installments in years 2, 3 and 5, and employees in certain locations subject to specific local plans with different deferral provisions.

2 Cash-settled notional funds for Global Asset Management employees.
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Equity Ownership Plan (EOP)

We have extended the vesting period and revised the perfor-
mance conditions for the EOP. Awards granted for the perfor-
mance year 2012 and onwards will vest in two equal installments
in years 2 and 3 for all employees other than GEB members, and
in three equal installments in years 3 to 5 for GEB members. For
GMDs, Key Risk Takers and Highly Paid Employees, vesting is now
also subject to multi-year performance conditions. In addition,
the harmful act provisions have been enhanced to better ensure
that awards can also be forfeited in the event that an employee
fails to discharge his or her supervisory or managerial responsi-
bilities. Up to 100% of the award due to vest may be forfeited.
This plan provides no leverage.

Description

The EOP is a mandatory performance award deferral plan for all
employees with total compensation of CHF/USD 250,000 or
more. Such employees receive 30% of their performance award
above that level in deferred UBS shares or notional shares under
the EOP. GEB members receive at least 40% of their performance
awards under the EOP. Global Asset Management employees re-
ceive 45% of their performance awards above the total compen-
sation threshold under the EOP, the amount of which is linked to
the value of designated underlying Global Asset Management
funds (notional funds) at the time of vesting. Their EOP awards
vest in three equal installments in years 2, 3 and 5. The EOP in-
stallments vesting in years 2 and 3 which were granted to Global
Asset Management employees who are GMDs, Key Risk Takers or
Highly Paid Employees are subject to the same performance con-
ditions as those for other such employees.

For 2012, an estimated 6,372 employees received EOP awards.
EOP awards are granted annually. Although the forfeiture provi-
sions are the same for all EOP awards, the other terms of these
awards vary depending on the category an employee falls into, as
summarized in the table on the right.

EOP vesting schedule for GEB members

Employee categories’
GEB members

Group Managing Directors,
Key Risk Takers
and Highly Paid Employees?

All other employees with
total compensation of
more than CHF/USD 250,000

Minimum
percentage of
performance EOP EOP
award deferred vesting performance
under EOP period conditions
40% Vests in equal
installments [
inyears 3to 5
30% Vests in equal
installments in [ J
years 2 and 3
30%° Vests in equal

installments in
years 2 and 3

1 Excluding Global Asset Management employees and employees subject to different plans in certain loca-

tions.

2 Employees with a performance award of more than CHF/USD 2 million.

3 At least 30% of the

performance award that is above CHF/USD 250,000 is deferred under the EOP.

EOP vesting schedule for all employees except GEB members

— Shares awarded.

— Award vests in equal installments
in years 3, 4 and 5, subject to both
Group and divisional performance
over the performance period.

The amount forfeited may be up
to 100% of the installment
due to vest.

— Award subject to forfeiture in the
event of harmful acts or
termination of employment.

2013 2014 2015

2016

2017 2018

15%

2013

2014

15%

- Shares awarded.

— Award vests in equal install-
ments in years 2 and 3 during
the performance period.

- For GMDs, Key Risk Takers and
Highly Paid Employees, vesting
of awards is subject to both
Group and divisional perfor-
mance conditions during the
performance period. The
amount forfeited may be up
to 100% of the installment
due to vest.

— Award subject to forfeiture in
the event of harmful acts or
termination of employment.

2015 2016
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EOP performance conditions for GEB members, GMDs, Key Risk
Takers and Highly Paid Employees: The vesting of an EOP award
depends on both Group performance and divisional performance.
Group performance is measured by the average adjusted Group
return on tangible equity (ROTE) and divisional performance by the
average adjusted divisional return on attributed equity (ROAE), or,
for Corporate Center employees, the average of the ROAE for all
business divisions, which excludes Corporate Center (Front Office
ROAE). The percentage of an EOP award that vests is determined
as follows.

If the average adjusted Group RoTE achieved is greater than or
equal to the 6% threshold, the award will vest in full, subject to
the relevant divisional threshold also being met. If the Group RoTE
is 0% or negative, the installment will be fully forfeited for the
entire Group regardless of any division’s particular performance. If
the Group RoTE falls between 0% and 6%, the award will vest on

a linear basis between 0% and 100%, again subject to the rele-
vant divisional threshold being met.

The purpose of the divisional threshold is to reduce the amount
of the EOP award that vests for any division that does not meet its
divisional performance target. Therefore, if the divisional RoAE
threshold (see table below) is met, no adjustment is made to the EOP
award. If, however, the ROAE falls below the threshold but is above
0% for any division, a downward adjustment will be applied to the
percentage of shares that would otherwise vest for that division. The
extent of this downward adjustment depends on how much the
actual RoAE falls below the threshold for that division, and will be up
to 40%. If the actual RoAE for a division is 0% or negative, the in-
stallment will be fully forfeited for that division. The achievement of
the performance conditions will be assessed by the HRCC.

An illustrative example of how we determine the percentage of
shares that vest is provided below.

GEB members, GMDs, Key Risk Takers and Highly Paid Employees: EOP performance conditions

Group performance s> Djvisional performance

% vesting
based on
Group RoTE

100% vesting at a
Group RoTE of = 6%

L 0% forfeiture if ROAE is
based on at or above threshold
Divisional/ |

Front Office Partial forfeiture of up to

40% determined on

a linear basis if ROAE between
threshold and > 0%

RoAE

Partial forfeiture determined on
a linear basis if Group RoTE
between 0% and 6%

lllustrative example (assuming constant share price)

Assume an EOP award of CHF 100,000 granted to an Investment Bank employee due
to vest in 2016, and an actual average adjusted Group RoTE and Investment Bank RoAE
(averaged over the performance years 2013 to 2015) of 3% and 5%, respectively.

To determine the percentage of shares that vest:

1. The award is reduced by 50% due to Group
performance (as a 3% Group RoTE is 50% of the
Group RoTE threshold).

2. The award is reduced by a further 20% due to the
Investment Bank’s divisional performance (the 5%
ROAE represents half of the 10% Investment Bank
ROAE threshold).

-50%
of 100K

100

Divisional RoAE thresholds (or, for Corporate Center
employees, Front Office ROAE thresholds)

50
40
100% forfeiture at a 100% forfeiture if
Group RoTE of < 0% ROAE < 0%
Installment about ~ Adjustment Vesting based Adjustment due  Amount vesting
to vest due to Group on Group to divisional
performance performance performance

Performance periods for EOP awards granted
in March 2013

Wealth Management >40%  Investment Bank >10%
Retail & Corporate >15%  Global Asset Management >20%
Wealth Management Americas >20%  Corporate Center >10%
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after Applicable performance period
GEB dyears 2013, 2004 and 205
4ye 015

5 years 2015, 2016 and 2017
GMDs, KeyRiskTakers ~ — 2years . 013and2014
and Highly Paid Employees 3¢ 2013, 2014 and 2015




Return on tangible equity — comparison with EOP
performance thresholds

In %

2012 2013 2014
W ROTE excl. net restructuring, amortization/impairment and own credit
W EOP RoTE performance threshold applicable for March 2013 grants
W UBS RoE targets — RoTE equivalent

2015

The objective of linking the vesting of EOP awards with a return
on equity over a two- to five-year time horizon is to focus our
employees on developing and managing the business in a way
that delivers sustainable returns. We believe that Group return on
tangible equity (RoTE) is a better performance measure than the
Group’s return on total equity (RoE). The difference between the
two is that tangible equity includes only shareholders’ equity and
excludes goodwill and intangibles and thus provides a more con-
sistent basis to measure performance.

The Group’s published RoE targets can be converted into RoTE
targets by deducting the current balance of goodwill and intan-
gibles from the Group’s total equity base. On this basis, the
Group’s reported RoE target of mid-single digits for 2013 and
2014 would be approximately 1-2 percentage points higher in
terms of RoTE. Our 2015 RoE target of more than 15% is the

equivalent of RoTE of more than 17%, calculated based on our
estimated tangible equity.

UBS began to report Group RoTE in its fourth-quarter 2012 report
and will continue to do so on a quarterly and annual basis. UBS has
reported ROAE for each business division (except the Corporate Cen-
ter) for some time. This information is available in the Annual Report
2012 and will be included in subsequent quarterly and annual reports.

In determining the RoTE performance threshold for any year it
will be important to set the threshold such that employees do not
have to earn a performance award twice (once when granted and
again during the vesting period). In establishing a threshold of 6%
for the Group RoTE for the 2012 performance year we acknowl-
edge that the bank is still in a transformational phase and take
into consideration the financial effects of restructuring the bank
during 2013 and 2014.
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Deferred Contingent Capital Plan (DCCP)

The introduction of the DCCP as a key component of our com-
pensation framework better aligns the interests of our senior em-
ployees with those of our stakeholders as the plan replicates many
of the features of the loss-absorbing bonds that we issued to in-
vestors in 2012. It is subject to standard forfeiture and harmful
acts provisions and provides no leverage.

We anticipate that over the next five years, we could build up
to 100 basis points of high-trigger loss-absorbing capital from this
program, which would act as an additional buffer against declines
in capital.

Eligible employees: The DCCP is a mandatory performance award
deferral plan for all employees with total compensation of
CHF/USD 250,000 or more. Such employees receive 30% of their
performance award above that level under the DCCP, with the
exception of Global Asset Management employees, who receive
15% of their performance awards under the plan. GEB members
receive 40% of their performance awards under the DCCP. For
2012, an estimated 6,317 employees received DCCP awards.
DCCP awards are intended to be granted annually.

Description: Employees are awarded notional bonds with annual
interest payments. UBS will only pay interest for the performance
years in which the firm generates an adjusted pre-tax profit. For
years in which UBS does not achieve an adjusted pre-tax profit no
notional interest will be paid. Once paid, notional interest is not
subject to clawback. The notional interest rate is set based on the
yield to maturity of a market-traded loss-absorbing bond ob-
served from 1 to 15 February 2013 for the awards granted on 15
March 2013. The notional interest rate is 6.25% for awards de-
nominated in USD and 5.40% for awards denominated in CHF.
These interest rates are lower than the rates paid to the holders of
our loss-absorbing bonds issued in February 2012 and August
2012, which have coupons of 7.25% and 7.625%, respectively.
Awards vest in full after five years, subject to the restrictions out-
lined in the following paragraph.
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Deferred Contingent Capital Plan

- Awards in the form of
notional bonds.

- Awards cliff vest in year 5
provided that no trigger or
viability event occurs.

- Awards for GEB members
subject to 20% forfeiture in

30% years during the vesting period
where the firm does not
achieve an adjusted pre-tax
profit.

- Notional interest is paid annual-
ly, but only for the performance
years in which the firm gene-
rates an adjusted pre-tax profit.

 ——
2013 2014 2015 2018

== Notional interest payments

2016 2017

1 40% for GEB members.

Restrictions: Awards granted under the DCCP forfeit if our Basel llI
common equity tier 1 (CET1) ratio falls below 7%. This is a higher
trigger than for our bondholders who would only see their bonds
written down if our Basel Ill CET1 ratio falls to 5%. In addition,
awards are also forfeited if a viability event occurs, that is, if INMA
provides a written notice to UBS that the DCCP must be written
down to prevent the insolvency, bankruptcy or failure of UBS, or if
UBS receives a commitment of extraordinary support from the
public sector that is necessary to prevent such insolvency, bank-
ruptcy or failure.

Furthermore, DCCP awards for GEB members are subject to an
additional performance condition. In any years during the vesting
period where UBS does not achieve an adjusted pre-tax profit,
GEB members would forfeit 20% of the award. As such, 100% of
GEB DCCP awards are at additional risk of forfeiture.



Vesting of outstanding awards granted in prior years
impacted by performance conditions

The following provides an overview of the impact of the financial
performance in 2012 on the vesting of outstanding awards grant-
ed in prior years which were due to vest in 2013.

Vesting of Performance Equity Plan awards granted in 2010

The vesting of awards granted under the Performance Equity Plan
(PEP) depends on the cumulative economic profit (EP) over
2010-2012 and the relative total shareholder return (TSR) over
the same period as compared to the constituent banks in the Dow
Jones Banks Titans 30 Index at the time of grant. Based on the
actual cumulative EP and relative TSR ranking over the perfor-
mance period, and following validation by PricewaterhouseCoo-
pers, the HRCC has determined that 52% of the performance
shares granted to GEB members in 2010 have vested, that is,
48% has been forfeited.

Vesting of Senior Executive Equity Ownership Plan and Perfor-
mance Equity Ownership Plan 2010/11 and 2011/12 awards
The vesting in 2013 of installments of the Senior Executive Equity
Ownership Plan (SEEOP) and Performance Equity Ownership Plan
(Performance EOP) 2010/11 and 2011/12 awards is dependent
on the adjusted operating profit before tax of the business divi-
sion or, for Corporate Center employees, adjusted Group operat-
ing profit before tax. Performance EOP awards vested in full for all
business divisions, except for the Investment Bank.

Although the Investment Bank generated an adjusted operat-
ing profit in 2012, the HRCC determined that the number of
shares due to vest on 1 March 2013 would be reduced by 10%
for Investment Bank employees. The HRCC's determination was
based on the profitability of the Investment Bank, including ad-
justments for goodwill impairment, restructuring charges and
own credit losses, as defined in the plan rules. The HRCC, at its

discretion, took into consideration approximately 50% of the
fines and related costs in connection with the LIBOR matter. The
HRCC'’s intention in applying its discretion is to ensure that the
mechanistic outcome of performance conditions relating to
awards will be subject to review to avoid outcomes which could
be seen as contrary to the intention of the plans and to sharehold-
ers’ interests. Accordingly, Investment Bank employees received
90% of the shares awarded under the Performance EOP that
were due to vest on 1 March 2013. The same determination was
also made regarding the outstanding SEEOP award in the Invest-
ment Bank for Carsten Kengeter, that is, 10% of the second in-
stallment of the SEEOP award granted to him in 2011 was for-
feited.

Vesting of Cash Balance Plan 2011 and 2012 awards

The outstanding unvested amounts of Cash Balance Plan (CBP)
awards granted in February 2011 and February 2012 are adjusted
based on the Group RoE during the financial years prior to vest-
ing. If Group RoE is below 0%, the actual Group RoE determines
the extent of the downward adjustment. If Group RoE is between
0% and 6%, no adjustment will be made. Should Group RoE ex-
ceed 6%, the unvested amount is adjusted upwards in line with
the actual Group RoE, up to a maximum of 20% (that is, any up-
side adjustment is capped at 20%).

For Cash Balance Plan (CBP) awards granted in February 2011,
the last installment which vested in 2013 was adjusted in line with
the actual Group RoE over 2011 and 2012. As such, the award
was adjusted upwards by 9.1% (reflecting 2011 performance)
and then downwards by 5.2 % (reflecting 2012 performance). For
the CBP awards granted in February 2012, the first installment
that vested in 2013 was adjusted downwards by 5.2% (reflecting
2012 performance). The last installment which is due to vest in
2014 will be adjusted based on the actual Group RoE over 2012
and 2013.
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Discontinued deferred compensation plans

The following table sets out the details of discontinued compensation plans, including those under which stock options, stock appre-
ciation rights and other instruments were granted in the past. UBS has not granted any options since 2009. The strike price for stock
options awarded under prior compensation plans has not been reset. No grants were made for the 2012 performance year under the

discontinued plans (see below).
- Refer to “Note 31 Equity participation and other compensation plans” in the “Financial Information” section of the Annual Report 2012 for
more information

Cash Balance Performance Senior Execu- Special Plan Deferred Cash  Incentive Key Employee  Senior
Plan (CBP) Equity Plan tive Equity Award Plan (DCP) Performance Stock Appreci-  Executive
(PEP) Ownership Program Plan (IPP) ation Rights Stock Appreci-
Plan (SEEOP) (SPAP) Plan (KESAP) ation Rights
and Key Plan (SESAP)
Employee and Senior
Stock Option Executive
Plan (KESOP) Stock Option
Plan (SESOP)
Years 2010-2012 2010-2012 2010-2012 2012 only 2011 only 2010 only 2002-2009 2002-2009
granted
Eligible GEB members GEB members GEB members Selected Manag-  Investment Bank ~ GEB members Selected employ-  GEB members
employees and Group ing Directors and  employees whose  and other senior  ees (approximate-  and Group
Managing Board ~ Group Managing  total compensa-  employees ly 17,000 em- Managing Board
Directors in the tion exceeded (approximately ployees between
Investment Bank ~ CHF 1 million 900 employees) 2002 and 2009)
Cash Performance Shares Shares Cash Performance Share-settled Share-settled
shares shares stock apprecia- stock apprecia-
tion rights (SAR) tion rights (SAR)
or stock options  or stock options
with a strike price  with a strike price
not less than the  not less than the
fair market value  fair market value
of a UBS share on  of a UBS share on
the date of grant  the date of grant
Perfor- CBP 2011 and The number of Dependent on Dependent on None Dependent on None None
mance 2012: dependent  UBS shares deliv- ~ whether the the level of share price at the
conditions onthereturnon  ered can be be- business division  reduction in risk- end of the five-
equity tween zero and makes a loss (the  weighted assets year period
two times the amount forfeited  achieved and
CBP 2010: de- number of perfor-  depends on the the average
pendenton UBS  mance shares extent of the loss  published return
being profitable ~ granted, depend-  and generally on risk-weighted
ing on whether ranges from assets in the
performance tar-  10%—50% of Investment Bank
gets relating to the award portion  in 2012, 2013
economic profit due to vest) and 2014
(EP) and relative
total shareholder
return (TSR) have
been achieved
Restric- Subject to Subject to Subject to Subject to Subject to Subject to Subject to contin-  Subject to contin-
tions/other R<hIHIED] continued continued continued continued continued ued employment,  ued employment,
conditions employmentand ~ employmentand  employment employmentand  employmentand  employmentand  non-solicitation non-solicitation
harmful act harmful act and harmful act harmful act harmful act harmful act of clients and of clients and
provisions provisions provisions provisions provisions provisions employees and employees and
non-disclosure of  non-disclosure of
proprietary infor-  proprietary infor-
mation mation
Vesting Vests in equal Vests in full three ~ Vests in equal Vests in full three  Vests in one- Vests in full at the ~ Vests in full three  Vests in full three

period
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installments over
a two-year period

years after grant

installments over
a five-year period

years after grant

third installments
over a three-year
period

end of five years.
Number of shares
that vest can be
between one and
three times the
number of perfor-
mance shares ini-
tially granted

years after grant.
SAR and options
expire 10 years
from the date of
grant

years after grant.
SAR and options
expire 10 years
from the date of
grant



2012 performance summary

The Group reported an overall loss last year, in part reflecting our decision to accelerate the firm’s strategy, which con-
tributed to a significant goodwill impairment and restructuring costs. The results were also impacted by legal and
regulatory costs, including the costs of the LIBOR settlement. However, we made substantial progress towards achieving
our strategic objectives, including building our capital ratios, reducing costs and remediating operational risk events.
Further progress was made in many areas of the business as we continued to address the challenges of the past.

As a Swiss bank, UBS is subject to the most stringent regulatory
requirements in the world. In 2012, we exceeded the capital tar-
gets we set ourselves for the year and enhanced our position as
one of the world’s best capitalized banks. On a fully applied basis,
our Basel Il common equity tier 1 (CET1) capital ratio rose by 310
basis points to 9.8%, meaning we have almost achieved our regu-
lator’s minimum 2019 requirement of 10%. Our Basel lll phase-in
CET1 capital ratio increased by 460 basis points to finish the year at
15.3%. We achieved these increases primarily through reductions
in risk-weighted assets, with total reductions of over CHF 120 bil-
lion, or 32% for the year. We also made good progress in relation
to our balance sheet, which was reduced by CHF 158 billion over
the year. Our Basel Ill funding and liquidity ratios remain above our
regulator’s 100% requirements and place us ahead of our peers.

We firmly believe that capital strength is the foundation of our
success. It allows us the flexibility to execute our strategy and it
reinforces client confidence while allowing us to address the chal-
lenges of the past. As a sign of that strength and of our confi-
dence in our continued ability to execute our strategy in a disci-
plined manner, the BoD is recommending a 50% increase in the
dividend for shareholders for the year to CHF 0.15 per share.

On costs, we experienced higher than expected legal costs and
adverse foreign exchange movements, but our underlying prog-
ress on cost reduction is on track.

Our performance in 2012

We made solid progress across all businesses in 2012. Notably,
our Wealth Management business continued to see success in the

fastest growing global markets while adapting to the new cross-
border paradigm. Together, our wealth management businesses
attracted strong net new money inflows totaling almost CHF 47
billion, an increase of over CHF 11 billion on 2011 and a demon-
stration of our clients’ continued trust. Wealth Management
Americas continued to make strong progress and achieved a re-
cord pre-tax profit of USD 873 million, an increase of 40% on
2011. Our Retail & Corporate business delivered a resilient pre-tax
performance in difficult markets and continued to regain market
share. It performed exceptionally well in relation to net new busi-
ness volume growth, which reached almost 5%, and recorded
deposit inflows of CHF 14 billion, including the highest net new
client assets for retail clients in Switzerland since 2001. Global
Asset Management recorded an increased pre-tax profit as it de-
livered stronger investment performance to its clients. The Invest-
ment Bank beat our targets in relation to risk-weighted asset and
balance-sheet reduction, allowing the firm to reach its current
industry-leading capital ratios. It performed well in many of its
traditional areas of competitive strength, expanding in equity and
debt capital markets and global syndicated finance where reve-
nues increased 16%. Its foreign exchange business continued to
benefit from the investments we made in cutting edge e-trading
systems, enabling it to grow volumes significantly.

Overall for 2012, the Group reported a disappointing pre-tax
loss of CHF 1,774 million, a net loss attributable to UBS share-
holders of CHF 2,511 million and diluted earnings per share of
negative CHF 0.67. The result includes a number of items relating
to the acceleration of our strategy, which we announced in Octo-
ber 2012. We recorded CHF 3.1 billion of goodwill impairments

Basel Ill CET1 ratio Basel Il RWA
CHF billion Phase-in Basel IIl CET1 ratio up ~460 bps ~ CHF billion Basel IIl RWA reduced by ~32%
M phase-in ~15.3% ~380
W fully applied

~10.7% ~258

—
~6.7%
31.12.11 31.12.12 31.12.11 31.12.12
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and CHF 0.4 billion of restructuring costs. In addition we recorded
own credit charges of CHF 2.2 billion which resulted from the
tightening of our credit spreads as the perceived creditworthiness
of our debt improved, partly in reaction to the accelerated imple-
mentation of our strategy. We also had positive effects of CHF
846 million related to changes to our Swiss pension plan and to
our retiree medical and life insurance plan in the US. Adjusting for
the items listed above (all of which are outside the control of divi-
sional management or result from strategic decisions), one can
get a clearer picture of our underlying performance. On this basis,
the Group would have recorded a pre-tax profit of CHF 3.0 billion,
which includes fines and disgorgements of CHF 1.4 billion in rela-
tion to LIBOR.

Summary of financial performance for 2012 and 2011

CHF billion 2012 2011
Pre-tax profit/(loss) as reported (1.8) 5.3
Impairment of goodwill, intangibles and PPE 31 0.0
Ot TR Sy (‘1‘ 5)
Netrestructurlngcharges04 ......... o
Other (08)* ....... (0 ‘7.).2
Adjusted pre-tax profit 3.0 3.4

1 Includes credit for changes to a US retiree medical life insurance benefit plan of CHF 116 million and
credit for changes to the UBS's Swiss pension plan of CHF 730 million. 2 Includes gain on the sale of our
strategic investment portfolio (SIPF).

28

UBS's performance award pool was reduced to CHF 2.5 bil-
lion, a 7% decrease compared with 2011, and a 42% decrease
compared with 2010. The overall decrease in the performance
award pool year-on-year puts it at the lowest level since the
financial crisis. The reduction in the pool must also be viewed in
the context of the wide-ranging changes we have made to our
new compensation plans, including increased deferral periods,
the elimination of leveraged plans, the introduction of the De-
ferred Contingent Capital Plan, which has a five-year vesting
period, and the halving of the maximum immediate cash com-
ponent of any performance award. Taken in conjunction with
the firm’s achievements in building its industry-leading capital
ratios and the proposed 50% increase in dividend payments to
shareholders for 2012, it illustrates the continuing shift in the
relationship between compensation, capital and dividends.

Adjusted pre-tax performance’ for the Group and
business divisions
CHF million

3,500

1,750

1,750

3,500
WM WMA 1B

W 2011 2012

Global AM  R&C CC

1 Each of the following items has been excluded on a Group and relevant business division or Corporate
Center level: own credit loss on financial liabilities designated at fair value for the Group CHF 2,202 million
for 2012 (own credit gain of CHF 1,537 million in 2011), restructuring charges CHF 371 million for the
Group in 2012 (net charge of CHF 380 million in 2011), impairment losses of CHF 3,064 million on goodwill
and non-financial assets in the Investment Bank in 3Q12, credit to personnel expenses related to changes
to a US retiree medical and life-insurance benefit plan of CHF 116 million in 2Q12, changes to the Swiss
pension plan of CHF 730 million for the Group in 1Q12 and the gain on the sale of strategic investment
portfolio of CHF 433 million in Wealth Management and CHF 289 million in Retail & Corporate in 3Q11.



Our compensation funding and expenses for 2012

The performance award pool for 2012 is CHF 2.5 billion, 7% lower than for 2011 and 42% lower than 2010.

Business performance is the basis of our compensation funding
framework and we measure our business divisions’ performance
in various ways, including profitability, quality of earnings, contri-
bution before performance award and economic contribution be-
fore performance award. The latter is calculated by deducting the
cost of capital based on equity allocated to the business and re-
flects the relative risks of each business.

Funding rates are linked to a division’s level of profitability and
reflect factors such as changes in performance during the year,
affordability and the need to remain attractive as an employer.

If a business division’s profits increase, the proportion of profits
we allocate to pay performance awards is reduced. This approach
has several benefits. In good years it helps to prevent excessive
compensation and allows us to return capital to shareholders. In
lean years, it provides management with the flexibility to ensure
we can make adequate provisions to retain key employees.

We believe it is important that our management can exercise
its judgment and make recommendations, which are then re-
viewed by the HRCC. If management feels a division’s perfor-

Sustainable profitability is key to compensation funding

mance award pool does not fully reflect its performance, the
Group CEO can recommend a change to the size of the pool. For
example, if a division is restructuring or investing significantly in its
business this would have a material short-term financial impact,
but it may also be seen as contributing to the firm’s longer term
goal of delivering sustainable performance. In the case of variable
compensation funding, management may make recommenda-
tions to ensure the firm remains attractive as an employer. Such
recommendations would take into account the firm’s market posi-
tion from a performance and compensation perspective, and in-
dustry compensation trends, including at senior management
levels, based on peer comparisons. This year, we have broadened
the scope of our peer benchmarking to ensure as far as possible
that it provides like-for-like comparisons to aid the decision-mak-
ing process.

To the extent that discretion is exercised in any year, the HRCC
undertakes to UBS’s shareholders that it will be applied judiciously
and in a manner that is aligned with our strategy to create sus-
tainable shareholder value.

The primary basis for funding across UBS is profitability. The following describes how we determine our performance award pools.

Initial business division
performance award
pools proposed

Contribution before
performance award as
the main basis for

Compensation funding
rates applied to contri-
bution before perfor-
mance award at business
division level

business division pool
funding

Includes charge for cost of
equity capital

Risk is

HRCC provides independent oversight

d at each phase of the process

Management discretion
applied in determining
divisional performance
award pools

Adjustments for relative business
performance, risk factors, quality of

Proposed pools
reviewed by the Group
CEO and HRCC

Final approval by the
BoD

earnings and market compensation
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Performance awards granted for the 2012 performance year

Our performance award pool for 2012 is CHF 2,522 million, 7%
lower than for 2011. This reflects our overall profitability, quality
of earnings, and our progress towards achieving our strategic ob-
jectives, including strengthening our capital ratios and reducing
risk-weighted assets.

The “Total variable compensation” table shows the amount of
variable compensation awarded to employees for the perfor-
mance year 2012, together with the number of beneficiaries for
each type of award granted. We define variable compensation as
the discretionary, performance-based award pool for the given
year. In the case of deferred awards, the final amount paid to an

employee is dependent on performance conditions to which
these awards are subject and consideration of relevant forfeiture
provisions. The deferred share award amount is based on the fair
value of these awards on the date of grant.

The “Deferred compensation” table on the following page
shows the current intrinsic value of unvested outstanding de-
ferred variable compensation awards subject to ex-post adjust-
ments. For share-based plans, the intrinsic value is determined
based on the closing share price on 30 December 2012. For no-
tional funds, it is determined using the latest available market
price for the underlying funds, and for cash-settled awards, it is
determined based on the outstanding amount of cash owed to
award recipients. All awards made under our deferred variable

Total variable compensation’
Expenses deferred to Number of
Expenses future periods Adjustments? Total beneficiaries
CHF million, except where indicated 2012 20113 2012 20113 2012 20113 2012 20113 2012 20M1
Cash performance awards 1,411 1,554 0 0 0 46,709 50,620

Equity Ownership Plan — notional funds 28 25 69 0 0 48 94 506 515
Total performance award pool 1,724 1,847 774 822 24 54 2,522 2,723 46,732 50,635
Expenses deferred to
Expenses future periods Adjustments? Total
CHF million, except where indicated 2012 20113 2012 20113 2012 20113 2012 20113
Total variable compensation — other® 424 295 494 132 (137)¢ 0 781 427
Expenses deferred to Number of
Expenses future periods Adjustments? Total beneficiaries
CHF million, except where indicated 2012 20113 2012 20113 2012 20113 2012 20113 2012 2011
Total WMA financial advisor compensation’ 2,087 1,842 706 1,024 0 0 2,793 2,866 7,059 6,967

1 The total “performance award" paid to employees for the performance years 2012 (CHF 2,522 million) and 2011 (CHF 2,723 million). Expenses under “Total variable compensation — other” and “Total WMA financial

advisor compensation” are not part of UBS's performance award pool.

2 Adjustments relating to post-vesting transfer restrictions.

31In 2012, costs related to guarantees for new hires were reclassified from “Total

variable compensation — other” to “Total variable compensation — performance award”. In addition, costs related to both supplemental severance and certain retention payments were reclassified from “Total variable

compensation — performance award” to “Total variable compensation — other”. 2011 was restated.
delivery framework.

4 Deferred cash plans include specific regional deferred cash plan which is not part of the Group’s compensation
5 Replacement payments and retention plan payments including the Special Plan Award Program.

6 Included in expenses deferred to future periods is an amount of CHF 137 million relating to

future interest on the Deferred Contingent Capital Plan. As the amount recognized as performance award represents the present value of the award at the date granted to the employee, this interest amount is adjusted

out in the analysis.

7 Financial advisor compensation consists of grid-based compensation based directly on compensable revenues generated by financial advisors and supplemental compensation calculated based on

financial advisor productivity, firm tenure and other variables. It also includes costs related to compensation commitments and advances granted to financial advisors at the time of recruitment, which are subject to vest-

ing requirements.
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Deferred compensation?

Relating to awards
for 2012

CHF million, except where indicated

Relating to awards for
prior years?

of which exposed to
ex-post adjustments

Total deferred compen-
sation year end 20114

Deferred Contingent Capital Plan

Discontinued deferred compensation plans®

Total

1,096

4,337 5,433 4,550

1 This is based on specific plan vesting which may differ from the accounting expensing.
ex-post implicit adjustments, given the share price movements since grant.

2 For more information, refer to “Note 31 Equity participation and other compensation plans”.
4 Year 2011 as reported in Annual Report 2011 adjusted for discontinued deferred compensation plans.

3 This takes into account the
5 Cash Balance Plan (CBP), Senior

Executive Equity Ownership Plan (SEEOP), Performance Equity Plan (PEP), Incentive Performance Plan (IPP), Deferred Cash Plan (DCP).

compensation plans listed in the “Deferred compensation” table
are subject to ex-post adjustments, whether implicitly, through
exposure to share price movements, or explicitly, for example,
through forfeitures instigated by the firm. Accordingly, their val-
ue can change over time. The amounts shown in the column
“Relating to awards for prior years” already takes into account
ex-post implicit adjustments that have occurred as a result of
share price movements between the respective dates on which
these awards were granted and 30 December 2012.
-> Refer to “Note 31 Equity participation and other compensation
plans” in the “Financial Information” section of the Annual
Report 2012 for more information.

Performance award expenses

Performance award expenses in the 2012 performance year

The performance award pool includes all discretionary, perfor-
mance-based variable awards for 2012. Certain awards that form
part of the performance award pool, mainly discretionary cash
awards, are already expensed in the same year while deferred
awards are largely expensed in subsequent years. The “Perfor-
mance award expenses” chart illustrates how the performance
award pool for the 2012 performance year reconciles with the
performance award expense in the financial year 2012. The per-
formance award expense includes all immediate expenses related
to 2012 compensation awards and expenses related to awards

Amortization of deferred compensation’

- @2%) | = = = = = = = -
1 1
I P ————- (7%)' |- — = A
) | I
2010 per- | 2011 IFRS .
formance | expense |
award pool . 35 I 2012 IFRS
~43 | Amor- | €xpense
1 tization of 1 3.0
| prior year | Amor-
TTTT T 201pe- 0.9 awa‘rds tization of
} } formance 17 2012 per- prior year
I | award pool formance awards
} } 2.7 award 1.3*
Awards for pool -
I I Awards for Awards
‘ ‘ oty = 2012 perfor- - EAegRE
} } P deferreé to mance year  RCIIP)
I I I future peri- deferred to ] perfor-
I I I ods?and PVTR future periods” FIETICRST
‘ 1 ! and other’ and PVIR 1.7
. 10 pen and other®
CHF billion

IFRS expense down 15% YoY
(down 17% excluding restructuring costs)

__1 of which Investment Bank

23% reduction in awards to be amortized over future periods

il 23%
CHF billion Amortized [ (23%) |
and forfeited
1.3
Expected
amortization
Annual of prior year
awards awards
granted in 2013
0.6
N
Including
awards to be
granted in
1Q13 for the
performance
year 2012
311211 31.12.12
Including awards Including awards
granted in to be granted in
1Q12 for the 1Q13 for the
performance performance
year 2011 year 2012

1 Excluding add-ons such as social security. 2 Estimate. The actual amount to be expensed in future
periods may vary, for example due to forfeitures. 3 Post vesting transfer restrictions and adjustments
related to performance conditions of CHF 54 million in 2011 and CHF 24 million in 2012. 4 Includes
restructuring costs of CHF 54 million in 2011 and CHF 115 million in 2012.

1 This graph reflects improvements in estimates compared with the numbers included in our fourth

quarter 2012 results presentation on 5 February 2013.
in future periods may vary, for example due to forfeitures.

2 Estimate. The actual amount to be expensed
3 Related to performance award pool.
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Ex-post explicit and implicit adjustments to deferred compensation in 2012’

Ex-post implicit adjustments
Ex-post explicit adjustments* to unvested awards®

CHF million 2012 2011 2012 2011

31.12.12 31.12.11 31.12.12 31.12.11

UBS shares (EOP, IPP, PEP, SEEOP)? (211) (171) (178) (1,432)
UBS aptons (ESOP) and AR [CESApy P by R o0
OB motioml o (OB, e oo 50

1 Compensation (discretionary performance award and other variable compensation) relating to awards for previous performance years. Cash deferred plans (i.e. CBP Cash Balance Plan) are not included in this analy-
sis. 2 IPP, PEP, SEEOP, KESOP and KESAP are discontinued deferred compensation plans. 3 Awards granted under this plan are cash-settled and 100% susceptible to ex-post implicit adjustments. 4 Ex-post explicit
adjustments are calculated as units forfeited during the year, valued at the share price on 28 December 2012 (CHF 14.27) and on 30 December 2011 (CHF 11.18) for UBS shares and valued with the fair value at grant
for UBS options. For the notional funds awarded to Global Asset Management employees under the EOP, this represents the forfeiture credits recognized in 2012 and 2011. 5 Ex-post implicit adjustments for UBS shares
are calculated based on the difference between the weighted average grant date fair value and the share price at year end. For UBS options they are calculated based on the difference between the fair value at grant
and the aggregated intrinsic value at year end. The value of notional funds is calculated using the mark-to-market change during 2012 and 2011.

made in prior years. As illustrated in the chart, the performance
award pool declined by CHF 201 million or 7% in 2012, while the
2012 performance award expense under the IFRS accounting
rules declined by CHF 516 million or 15%.

At the end of 2012, the amount of unrecognized awards to be
amortized in subsequent years was CHF 1.7 billion, compared
with CHF 2.2 billion at the end of 2011. The “Amortization of
deferred compensation” chart shows that this reduction is due to
the reduction in unamortized awards and lower new awards
granted for 2012 as well as lower unamortized balances from
previous years carried forward.

The table above shows the value of actual ex-post explicit and
implicit adjustments to outstanding deferred compensation in the
2012 financial year. Ex-post adjustments occur after an award has
been granted. Ex-post explicit adjustments occur when we adjust
compensation by forfeiting deferred awards. By contrast, ex-post
implicit adjustments are unrelated to action taken by the firm and
occur as a result of share price movements that impact the value
of an award. The total value of ex-post explicit adjustments made
to UBS shares in 2012, based on the approximately 15 million
shares forfeited during 2012, is negative CHF 211 million. The
total value of ex-post explicit adjustments made to UBS options
and share-settled stock appreciation rights (SARs) in 2012, based
on the approximately 2 million options/SARs forfeited during
2012, is negative CHF 16 million. (The size of implicit adjustments
is mainly due to a decline in the share price. The lower share price
also means that many of the options previously granted are out of
the money. Hence, the majority of outstanding option awards
currently hold no intrinsic value).
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Total personnel expenses for 2012

The table on the following page shows our total personnel ex-

penses in 2012 for our 62,628 employees and includes salaries,

pension and other personnel costs, social security contributions
and variable compensation. Variable compensation includes discre-

tionary cash performance awards to be paid in 2013 for the 2012

performance year, the amortization of unvested deferred awards

granted in previous years and the cost of deferred awards granted
to employees who are eligible for retirement at the date of grant.
The performance award pool reflects the value of discretionary
performance awards granted relating to the 2012 performance
year, including awards that are paid out immediately and those
that are deferred. To determine our variable compensation ex-
pense, the following adjustments are required in order to recon-
cile the performance award pool to the accounting costs recog-
nized in the Group's financial statements prepared under IFRS:

— reduction for the unrecognized future amortization of unvest-
ed deferred awards granted in 2013 for the performance year
2012; and

— addition for the amortization of unvested deferred awards
granted in previous years.

As a large part of compensation consists of deferred awards,
the amortization of unvested deferred awards granted in previous
years forms a significant part of both the 2011 and 2012 account-
ing costs.

- Refer to “Note 31 Equity participation and other compensation

plans” in the “Financial information” section of the Annual
Report 2012 for more information
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Personnel expenses

Expenses

Relating to awards Relating to awards for
CHF million for 2012 prior years Total 2012 2011 2010
Salaries 6,814 0 6,814 6,859 7,033
Cash performance awards 1,411 (38) 1,373 1,466 2,173

Equity Ownership Plan — notional funds 84 118 m
Total variable compensation — performance award"? 1,276 3,516 417
i guarantees oy TR g gy gy s
Variable compensation — other'2 (57) 191 141
R rep/acement payments3 .............................................. e i e e o
S (174) ....................................... (215) ................. (167)
R, severancepayment RS s Gy Jag 50
RV p/ S otherpaymentsz ................................. oy Sy P o1
Contractors 214 0 217 232
Social security 729 39 743 826
Pension and other post-employment benefit plans® 18 0 18 831 834
Wealth Management Americas: financial advisor

compensation™® 2,087 786 2,873 2,518 2,667
Other personnel expenses 659 23 682 758 1,127
Total personnel expenses’ 12,670 2,067 14,737 15,634 17,031

1 Refer to "Note 31 Equity participation and other compensation plans” in the “Financial information” section of the Annual Report 2012 for more information. 2 In 2012, costs related to guarantees for new hires
were reclassified from “Total variable compensation — other” to “Total variable compensation — performance award”. In addition, costs related to both supplemental severance and certain retention payments were re-
classified from “Total variable compensation — performance award"to “Total variable compensation — other". Prior periods were adjusted for these changes. The combined impact of these changes resulted in a net in-
crease to “Total variable compensation — performance award” of CHF 125 million and CHF 89 million for the year ended 31 December 2011 and for the year ended 31 December 2010, respectively, with a correspond-
ing net decrease to “Total variable compensation — other”. 3 Replacement payments are payments made to compensate employees for deferred awards forfeited as a result of joining UBS. This table includes the
expenses recognized in the financial year (mainly the amortization of the award). 4 Includes legally obligated and standard severance payments, as well as supplemental severance payments. 5 Refer to “Note 30
Pension and other post-employment benefit plans” of the “Financial information” section of the Annual Report 2012 for more information. 6 Financial advisor compensation consists of grid-based compensation based
directly on compensable revenues generated by financial advisors and supplemental compensation calculated based on financial advisor productivity, firm tenure, assets and other variables. It also includes costs related
to compensation commitments and advances granted to financial advisors at the time of recruitment, which are subject to vesting requirements. 7 Includes restructuring charges of CHF 358 million for the year ended
31 December 2012 and CHF 261 million for the year ended 31 December 2011. Refer to “Note 37 Changes in organization” in the “Financial information” section of the Annual Report 2012 for more information.
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2012 compensation for the Group Executive
Board and Board of Directors

How we set compensation levels for our
Group Executive Board (GEB)

The HRCC reviews the Group CEO’s recommendations for GEB
members’ compensation. It makes its final compensation recom-
mendations for individual GEB compensation based on an assess-
ment of these management recommendations together with an
independent assessment of overall performance of the individual
and their respective businesses. The HRCC's recommendations are
then reviewed and approved by the BoD.

In setting total compensation levels for GEB members for 2012,

the HRCC and the BoD considered the following factors:

— the performance of each individual in the context of each busi-
ness division’s operating performance for 2012 on an absolute
and relative basis

— specific key performance indicators for each individual relevant
to their role, including risk-adjusted profitability, management of
risk-weighted assets, the strengthening of capital ratios, growth
in net new money, operating effectiveness and cost efficiency

— the impact each individual and, if applicable, his respective busi-
ness, has had on our clients globally

— the overall progress of the Group towards our medium and
longer-term strategic goals

— each individual’s contribution to safeguarding and enhancing
our reputation, effecting change, promoting delivery of the
integrated bank and building and retaining high-performing
teams

— the degree to which the individual anticipates and effectively
manages risk

— balancing employee interests with the need to ensure an ap-
propriate return to our shareholders

— our compensation structures and our overall market position-
ing from a competitiveness perspective

To ensure that overall GEB compensation is sufficiently tied to
the firm’s profitability, we have introduced a cap on the total GEB
performance award pool. The pool will not exceed 2.5% of the
firm’s adjusted pre-tax profit. As the Group adjusted pre-tax prof-
it for 2012 was CHF 3.0 billion, the GEB performance award pool
is capped at CHF 75 million for the 2012 performance year. The
actual award pool for 2012 (included in the overall pool) was CHF
52 million, representing 1.7% of the adjusted pre-tax profit. Fur-
thermore, 100% of a GEB member’s deferred compensation is
subject to performance conditions. Under the Equity Ownership
Plan (EOP), GEB awards will be fully forfeited if the Group and/or
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relevant business division does not make an average adjusted pre-
tax profit during the performance period. Further, performance
below specific thresholds will also cause partial forfeiture. Awards
granted under the new Deferred Contingent Capital Plan (DCCP)
will be forfeited if our Basel Il CET1 ratio falls below 7% or if a
viability event occurs. In addition, 20% of DCCP awards, includ-
ing the relevant notional interest, will be forfeited for each year in
which UBS does not achieve an adjusted pre-tax profit. Thus, GEB
members’ full DCCP awards are at additional risk of forfeiture.

For GEB members who were in office for both the full year
2011 and 2012, performance awards were down 10% and total
compensation was down 7% year on year.

While the firm’'s compensation framework provides for up to
20% of the performance award to be paid immediately in cash, in
light of the firm’s overall results for the year, and based on a rec-
ommendation from the Group CEO, it was deemed appropriate
that performance awards for the firm’s most senior leaders be
fully deferred. Consequently, the cash component of the award
was delivered in the form of deferred equity under the EOP, and
makes up 60% of GEB performance awards for 2012. Therefore,
100% of the GEB's 2012 performance award is deferred over
three to five years.

We have reserved judgment on the introduction of fixed caps
on the proportion of fixed to variable pay as important regulatory
debates have not been concluded.

Group Chief Executive Officer (Group CEQ)

Sergio P. Ermotti joined UBS in April 2011, initially as Regional
CEO for EMEA. In November 2011, he was appointed Group
CEO with immediate effect. In determining his compensation for
2012, the HRCC and the BoD considered his performance objec-
tives to implement the firm’s strategy, namely driving financial
performance, strengthening capital ratios, managing costs and
improving the operational risk environment. The Group’s overall
financial loss for 2012 was disappointing, but was clearly im-
pacted by significant goodwill impairments related to our deci-
sion to accelerate the Group’s strategy, the LIBOR settlement and
own credit. Despite these developments, the Group made
significant progress under Mr. Ermotti‘s leadership. He success-
fully led the firm in the implementation of its strategy, enabling
it to accelerate the implementation of the strategy as announced
in October 2012 (see 2012 performance summary for more de-
tails on the firm’s success in 2012). Mr. Ermotti has also navi-
gated the challenges the firm faced during the year, while still
achieving strong results in many business divisions. The firm con-
tinued to strengthen its industry-leading capital ratios and is on



track to achieve its capital targets. Risk-weighted assets on a
Basel Ill fully applied basis were reduced 32% compared to the
end of 2011. The firm's wealth management businesses attract-
ed net new money inflows of approximately CHF 47 billion, an
increase of over CHF 11 billion and a sign of clients’ continued
trust in the firm. The firm also continues its efforts to reduce
costs and drive efficiencies and delivered underlying reductions
in the run rate of costs compared to mid-2011. UBS has also
strengthened its operational risk control framework, which al-
lows it to better manage and deploy risk to serve our clients.
These achievements, particularly in relation to capital, have al-
lowed the BoD to recommend a 50% increase in the Group’s
dividend for 2012 to CHF 0.15 per share. Overall, the progress
made by the firm during the year is reflected in the 28% in-
crease in its share price, up from CHF 11.18 at the end of 2011
to CHF 14.27 at the end of 2012.

For the performance year 2012, reflecting his achievements in
his first full year as Group CEO and at the firm, Mr. Ermotti was
granted a performance award of CHF 6.1 million, making his total
compensation for the year CHF 8.9 million. Consistent with other
GEB members, for the performance year 2012, 100% of his per-
formance award was deferred, with 40% under the DCCP and
60% under the EOP. (For 2011, in which Mr. Ermotti joined the
firm, the HRCC and BoD determined his overall compensation for
the eight months he was at the firm by deciding the appropriate
compensation for each of the two roles he performed during that
year. The table “Total compensation for GEB members” shows his
compensation for 2011.)

- Refer to the “2012 performance summary” section of this report

for more information

Highest paid GEB member

The highest paid GEB member in 2012, apart from the Group
CEOQ, was Robert J. McCann, with total compensation of CHF 8.6
million. As shown in the “Total compensation for GEB members”
table, 100% of his performance award for 2012 is deferred, with
40% under the DCCP and 60% under the EOP.

In 2012, Mr. McCann continued to drive the successful devel-
opment of. Wealth Management Americas. The business made
strong progress throughout 2012 and achieved a record pre-tax
profit for the year of USD 873 million, an increase of 40% on
2011. The improved performance resulted from a 9% increase
in revenues compared with 2011. Clients have recognized the
business’s achievements and continued to entrust it with their
assets, with full year net new money inflows of over USD 22 bil-
lion, the highest recorded since 2007. Low advisor attrition rates
illustrate the continued confidence that industry professionals
have in the business and the progress it is making, and its finan-
cial advisor force delivered record levels of productivity in 2012.
The business has also made strong progress in its lending initia-
tives. It performed well in relation to its cost/income ratio, gross

margin and annualized net new money growth rate perfor-
mance targets.
- Refer to the table “Total compensation for GEB members for the
performance years 2011 and 2012” for more information

Notes on replacement awards

During 2012, Andrea Orcel joined UBS after a 20-year career with
Bank of America/Merrill (BAC), and was appointed to the GEB on
1 July 2012 as co-head of the Investment Bank. On 1 November, he
became sole CEO of the division. In line with market practice, he
received awards as a replacement for deferred compensation and
benefits forfeited by his previous employer as a result of his joining
UBS. As a general principle, in making such replacement awards,
we aim to match the terms and conditions of the awards granted
by an employee’s previous employer which are forfeited upon the
employee joining UBS. Given his most recent roles at BAC, he was
subject to high effective deferral rates. Mr. Orcel’s replacement
award consisted of a deferred cash award in the amount of USD
6.364 million, and an award of 1,755,691 UBS shares (denomi-
nated in CHF) deferred under the EOP with a grant date total fair
market value of CHF 18.5 million. Both the deferred cash and de-
ferred share awards vest in installments in 2013, 2014 and 2015.
All these awards are subject to the firm’s harmful acts provisions.

Base salary

Base salaries are fixed for all GEB members and reviewed annu-
ally by the HRCC. GEB salaries were not changed from the level
set by the BoD in early 2011. Thus the annual level of salary for
GEB members, with the exception of the Group CEO, will remain
at CHF 1.5 million or the equivalent in the relevant local currency.
With respect to the Group CEO, the HRCC reviewed his base sal-
ary level upon his appointment and set it at an annual level of
CHF 2.5 million. Following a further review at the beginning of
2013, the HRCC determined that the level previously set remains
appropriate. Base salaries received over the year by GEB mem-
bers are fully taken into account when considering their total
compensation levels.

Benefits
There were no changes to the terms of GEB benefits.

- Refer to “Note 30 Pension and other post-employment benefit
plans” in the “Financial Information” section of the Annual
Report 2012 for details on the various post-employment benefit
plans established in Switzerland and other major markets

-> Refer to the “Compensation funding and expenses” and
“Overview of our compensation model” sections for information
concerning the Human Resources and Compensation Committee’s
determination of the discretionary performance award for 2012,
and to the “Deferred variable compensation plans” section for
details of the compensation plans awarded to Group Executive
Board members

35



Advisory vote

Compensation report 2012

Board of Directors compensation

Chairman of the Board of Directors

Our compensation framework provides for the Chairman of the
BoD, Axel A. Weber, who was elected at the AGM in May 2012,
to receive annually a base salary of CHF 2 million and 200,000
UBS shares, blocked for four years, as well as benefits in kind.
Such shares are not designed or intended as variable compensa-
tion. The number of shares that Mr. Weber received for 2012 was
pro-rated to take into account that he assumed the role of Chair-
man in May. At grant, the pro-rated number of shares he re-
ceived (133,333) was valued at CHF 2,003,995. Accordingly, his
total compensation, including benefits in kind and pension fund
contribution for his services as Chairman from May to December
2012, amounted to CHF 3,568,341.

The share component ensures that the Chairman of the BoD’s
pay is aligned with the longer-term performance of the firm. The
Chairman’s employment agreement does not provide for special
severance terms, including supplementary contributions to pen-
sion plans. Benefits for the Chairman of the BoD are in line with
local practices for other employees. Determining the Chairman’s
compensation is the responsibility of the HRCC, which conducts
an annual assessment and takes into consideration fee and/or
compensation levels for comparable roles outside of UBS.

Highest paid member of the BoD

As Chairman of the BoD, Mr. Weber is the highest paid BoD mem-
ber. As previously announced, the BoD approved a one-time pay-
ment to Mr. Weber upon his election to the BoD at the 2012
AGM. This payment, equivalent to one year’s total compensation,
consisted of CHF 2 million in cash and 200,000 UBS shares that
are blocked for one year. At grant, these shares were valued at
CHF 2,268,000.

Remuneration for the former Chairman of the BoD

Kaspar Villiger, former Chairman of the BoD, did not stand for
reelection at the AGM in May 2012, and retired from UBS at the
end of May 2012. As in previous years, Mr. Villiger chose to waive
a substantial part of his share award and decided to maintain the
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voluntary reduction in his annual base salary, that is, to only ac-
cept CHF 850,000 of the CHF 2 million to which he was entitled.
On a pro-rated basis (from 1 January — 31 May), the base salary he
received for 2012 consisted of CHF 354,167 in cash, and a limited
number of 12,762 UBS shares with a fair value of CHF 200,000.

Independent BoD members

With the exception of the Chairman, all BoD members are
deemed to be independent directors and receive fixed base fees
for their services, with 50% of their fees in cash and the other
50% in blocked UBS shares that are restricted from sale for four
years. Alternatively, they may choose to have 100% of their re-
muneration paid in blocked UBS shares. In all cases, the number
of shares that independent directors are entitled to receive is cal-
culated using a discount of 15% below the prevailing market
price. In addition to the base fee, independent BoD members
receive fees known as committee retainers that reflect their
workload in serving on the firm’s various board committees. The
Senior Independent Director and the Vice Chairman of the BoD
each also receive an additional payment of CHF 250,000. In ac-
cordance with their role, independent BoD members do not re-
ceive performance awards, severance payments or benefits. Base
fees, committee retainers and any other payments received by
independent BoD members are subject to an annual review: a
proposal is submitted by the Chairman of the BoD to the HRCC,
which then submits a recommendation to the BoD.

The “Remuneration details and additional information for inde-
pendent BoD members” table shows the remuneration received
by independent BoD members between the 2012 and 2013
AGM. Fees for 2012 to 2013 remained unchanged. Remunera-
tion levels for BoD members, other than the Chairman, ranged
from CHF 525,000 to CHF 1,075,000. Total remuneration for
the independent BoD members for the period between the
2012 to 2013 AGM was CHF 7.6 million, up from CHF 7.0 mil-
lion for the prior period. This increase is due to the number of
BoD members, which increased from 11 to 12, and also due to
increasing the membership of the Audit Committee by two new
BoD members.



Compensation for former Board of Directors and
Group Executive Board members

Generally, no compensation or benefits in kind were paid to for-
mer BoD and GEB members for 2012. The only exception was a
payment to compensate one former GEB member for benefits
agreed in his original employment agreement. The value of this
payment amounts to CHF 25,465.

Transactions in 2012

In accordance with the applicable rules and regulations, manage-
ment transactions in UBS shares by BoD and GEB members are
publicly disclosed.

From 1 January until 31 December 2012, no share sales were
disclosed.

In accordance with normal practice, two BoD members chose
to receive 100% of their fees in UBS shares. These shares, repre-
senting a value of CHF 625,000, will be allocated in March 2013.

Loans

BoD and GEB members may be granted loans, fixed advances and
mortgages. Such loans are made in the ordinary course of business
on substantially the same terms as those granted to other employ-
ees, including interest rates and collateral, and do not involve more
than the normal risk of collectability or contain other unfavorable
features.
- Refer to “Note 32 Related parties” in the “Financial information”
section of the Annual Report 2012 for information concerning
loans granted to current and former key management personnel

Total compensation for GEB members for the performance years 2011 and 2012
Share and option ownership/entitlements of GEB members on 31 December 2011/2012
Compensation details and additional information for non-independent BoD members
Remuneration details and additional information for independent BoD members
Total payments to BoD members

Number of shares of BoD members on 31 December 2011/2012

Compensation paid to former BoD and GEB members

Total of all vested and unvested shares of GEB members

Total of all blocked and unblocked shares of BoD members

Vested and unvested options of GEB members on 31 December 2011/2012

Loans granted to GEB members on 31 December 2011/2012

Loans granted to BoD members on 31 December 2011/2012
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Total compensation for GEB members for the performance years 2011 and 2012
CHF, except where indicated®
Annual Annual Annual Annual Contribu-
Immediate performance performance performance performance tions to
cash award award Deferred award award retirement
(for 2011 under under  cash under under under Benefits benefit
Name, function For the year ~ Base salary under CBP) EOP¢ DCCP? CBp'® PEP® SEEOP' in kind¢ plansh Total
sergio P, Ermottl, Group CEQ 2012 2500000 0 3660000 2440000 T T - 09,500 - 201,088 83870588
Sergio P. Emotti, Group CEQ? 2011 1394445 553200 T = 1290800 922,000 1,844,000 195450 150,816 6,330,711
Oswald J. Griibel,
former Group CEO? 2011 2,191,667 0 - - 0 0 0 35,971 0 2,227,638
Robert J. McCann,
CEO Wealth Management
Americas (highest-paid
afterGroup CEQ) 012 1373130 0 4278613 2852449 T T = 45004 6110 8,555,366
Robert J. McCann,
CEO Wealth Management
Americas (highest-paid) 2011 1,321,538 1,869,233 - - 1,246,155 1,557,694 3,115,388 67,053 6,264 9,183,325
Aggregate of all GEB 2012 16273460 0 31355592 20903728 U T .. 640683 1,233719 70,407,181
members who were in office 541 15,962,737 11,929,365 - ~ 8874910 10,402,137 20,804,274 1,165601 995290 70,134,314
at the end of the year*
Aggregate of all GEB 012 1593288 o o o T T <. 105865 14799 1,713,952
members who stepped 2011 4,155,602 509,201 - - 1,166,759 0 962,768 171,954 80,499 7,046,783

down during the year®

11n 2011, for Sergio P. Ermotti, due to applicable UK FSA regulations, deferred cash includes blocked shares. 2 Sergio P. Ermotti was appointed on 1 April 2011 as GEB member and Regional CEO of Europe, Middle
East and Africa. He was appointed as the new Group CEO ad interim on 24 September 2011 and confirmed as Group CEO on 15 November 2011. 3 Oswald J. Griibel stepped down on 24 September 2011 as Group
CEO. 4 Number and distribution of GEB members: 11 GEB members were in office on 31 December 2012 and 12 GEB members were in office on 31 December 2011. 5 Number and distribution of former GEB mem-
bers: 2012: includes three months in office as a GEB member for Alexander Wilmot-Sitwell and 10 months in office as a GEB member for Carsten Kengeter. 2011: includes five months in office as a GEB member for John
Cryan, nine months for Oswald J. Griibel and 11 months for Maureen Miskovic.

Explanation of the tables outlining compensation details for GEB and BoD members

a. Local currencies are converted into CHF using the exchange rates as detailed in Note 38 “Currency translation rates” in the “Financial information” section
in the Annual Report 2012.

b. For performance year 2012, no immediate cash was paid. For performance year 2011, 40% of the 2011 performance award was granted in the form of
Cash Balance Plan awards, of which 60% is paid out immediately (representing 24% of a GEB member’s performance award). The balance is paid out
in equal installments of 20%, each over the subsequent two years, and is subject to performance adjustments.

c. For EOP awards for the performance year 2012, the number of shares allocated at grant will be determined by dividing the amount communicated with
the average price of UBS shares over the 10 trading days prior to and including the grant date (15 March 2013), which for notional shares is adjusted
for the estimated value of dividends paid on UBS shares over the vesting period. As the grant date occurs after publication, no share price is yet available
at the time of publication.

d. DCCP awards vest in full after year 5 of the five-year vesting period. The amount reflects the amount of the notional bond excluding future notional inter-
est. The notional interest rate is set at 6.25% for awards denominated in USD and 5.40% for awards denominated in CHF.

e. For PEP awards for the performance year 2011, the number of performance shares allocated at grant has been determined by dividing the amount com-
municated with CHF 12.52 or USD 13.75 (based on the average price of UBS shares over the last 10 trading days of February 2012 adjusted for the esti-
mated value of dividends paid on UBS shares over the vesting period).

f.  For SEEOP awards for the performance year 2011, the number of shares allocated at grant has been determined by dividing the amount communicated

with CHF 12.92 or USD 14.19 (for actual shares) and with CHF 12.52 or USD 13.75 (notional shares), based on the average closing price of UBS shares

over the last 10 trading days of February 2012, which for notional shares is adjusted for the estimated value of dividends paid on UBS shares over the
vesting period.

Benefits in kind are all valued at market price, for example, health and welfare benefits and general expense allowances.

Swiss executives participate in the same pension plan as all other employees. Under this plan, UBS makes contributions to the plan, which covers compen-

sation of up to CHF 835,200 (CHF 842,400 as from 1 January 2013). The retirement benefits consist of a pension, a bridging pension and a one-off payout

of accumulated capital. Employees must also contribute to the plan. This figure excludes the mandatory employer’s social security contributions (AHV, ALV),
but includes the portion attributed to the employer’s portion of the legal BVG requirement. The employee contribution is included in the base salary and
annual incentive award components. In both the US and the UK, senior management participates in the same pension plans as all other employees. In the

US, there are separate pension plans for Wealth Management Americas compared with the other business divisions. There are generally two different types

of pension plans: grandfathered plans and principal plans. The grandfathered plans, which are no longer open to new hires, operate (depending on the

abovementioned distinction by business division) either on a cash balance basis or a career average salary basis. Participants accrue a pension based on their
annual compensation limited to USD 250,000 (or USD 150,000 for Wealth Management Americas employees). The principal plans for new hires are defined
contribution plans. In the defined contribution plans, UBS makes contributions to the plan based on compensation and limited to USD 250,000 (USD

255,000 as from 1 January 2013). US management may also participate in a 401(k) defined contribution plan (open to all employees), which provides a

limited company matching contribution for employee contributions. In 2012, Wealth Management Americas employees with a compensation in excess of

USD 250,000 did not receive a company match. Effective 1 January 2013, the match was reinstated for these employees. In the UK, management partici-

pates in either the principal pension plan, which operates on a defined contribution basis and is limited to an earnings cap of GBP 100,000, or a grandfa-

thered defined benefit plan which provides a pension upon retirement based on career average base salary (individual caps introduced as of 1 July 2010).

=Q
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Share and option ownership/entitlements of GEB members on 31 December 2011/2012"
Number of Potentially Potentially
unvested Number of  Total number conferred voting Number of  conferred voting
Name, function For the year  shares/at risk?  vested shares of shares rights in % options® rights in %*
Sergio P. Ermotti, Group Chief Executive Officer 2012 220,928 41,960 262,888 0.013 0 0.000
o G o R oo o 0,000
2012 506,132 126,098 632,230 0.030 0 0.000
Markus U. Diethelm, Group General Counsel 2011 358042 91506 449548 0021 o 0.000
John A. Fraser, Chairman and CEO Global Asset Management 2012 617,529 315,270 932,799 0.045 884,531 0.042
01 460,707 280414 1 0034 1088795 0.050
Lukas Gahwiler, CEO UBS Switzerland and 2012 412,199 95,537 507,736 0.024 0 0.000
CEO Retal & Corporat won s msumeso oo 0o D000
Carsten Kengeter, former co-CEO Investment Bank® 2012 - - - - - -
2011 971575 556,016 157,591 0070 905000 0.041
Ulrich Korner, Group Chief Operating Officer, 2012 605,284 121,837 727121 0.035 0 0.000
CEO Corporate Certer and CEO Group EVEA o w0 esseasass oo 0o 0000
Philip J. Lofts, Group Chief Risk Officer 2012 542,402 169,789 712,191 0.034 536,173 0.026
011 377614 150772 528386 0024 577,73 0.026
Robert J. McCann, CEO Group Americas and 2012 658,470 18,112 676,582 0.032 0 0.000
CEO Wealth Management Americas o 330047 ............... R 330047 ............ ois o 0,000
Tom Naratil, Group Chief Financial Officer 2012 340,757 233,603 574,360 0.027 935,291 0.045
2011 2128 19383 415074 0019 1046122 0.048
Andrea Orcel, CEQ Investment Bank 2012 1755691 0 1755691 0084 . o 0.000.
Alexander Wilmot-Sitwell, former co-Chairman and 2012 - - - - - -
co-CEO Group Asa Pacc’ on assss s mesw oo sma 0016
Chi-Won Yoon, CEO Group Asia Pacific 2012 478,986 370,760 849,746 0.041 578,338 0.028
2011 306515 350311 656,86 0030 623253 0.029
Jlrg Zeltner, CEO UBS Wealth Management 2012 522,500 38,329 560,829 0.027 203,093 0.010
2011 306487 11,75 318243 0015 205470 0.009

1 This table includes all vested and unvested shares and options of GEB members, including related parties.

vesting in the future will be calculated under the terms of the plans. Refer to the " Deferred variable compensation plans” section in this report for more information on the plans.

other compensation plans” in the “Financial information” section of the Annual Report 2012 for more information.

4 No conversion rights are outstanding.

2 Includes shares granted under variable compensation plans with forfeiture provisions. The actual number of shares
3 Refer to “Note 31 Equity participation and
5 GEB members who stepped down during 2012.
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Compensation details and additional information for non-independent BoD members
CHF, except where indicated®
Annual Contributions
performance Annual to retirement
Name, function’ For the year Base salary award (cash) share award  Benefits in kind? benefit plans” Total
Axel A. Weber, Chairman 2012 1,322,581 - 2,003,995? 69,867 171,898 3,568,341
e D EERRBEETNE e ST EERRERRR T EERUEAt e T -
Kaspar Villiger, former Chairman 2012 354,167 - 200,000? 54,926 - 609,093
R 850,000 0 5000000 144568 o 1,494,568

1 Axel A. Weber was the only non-independent member in office on 31 December 2012; Kaspar Villiger did not stand for reelection at the AGM on 3 May 2012. Kaspar Villiger was the only non-independent member in
office on 31 December 2011. 2 These shares are blocked for four years.

Remuneration details and additional information for independent BoD members
CHE except where indlicated?
E

(<% [

- - E

E £33 28 258 E Forlthe

S lgac EEE 22e § perod | -

T g€ LEE 22 o~ AGMto Committee Benefits ~ Additional Share  Number of
Name, function’ 2 288 628 8&8 & aaM Base fee  retainer(s) inkind  payments Total percentage? shares®*
Michel Demaré, M M 2012/2013 325,000 300,000 250,000° 875,000 50 34,233
Vice Chairman M M © 20112012 325,000 300,000 250,000° 875000 50 39,845
David Sidwell, M C 2012/2013 325,000 500,000 250,000° 1,075,000 50 42,057
serior ndependent Diectr S ez soo0 soooasoo00 norsooo 5o agss
Rainer-Marc Frey, M 2012/2013 325,000 300,000 625,000 100 46,367
member M 20112012 325000 400000 725000 100 62,635
Bruno Gehrig, 2012/2013 - - -
i ©2011/2012 325000 200000 525000 50 23907
Ann F. Godbehere, C 2012/2013 325,000 500,000 825,000 50 32,276
member T ©2011/2012 325000 550,000 875000 50 39,845
Axel P. Lehmann, 2012/2013 325,000 300,000 625,000 100 46,367
member ©2011/2012 325000 250000 575000 100 49,632
Wolfgang Mayrhuber, M 2012/2013 325,000 200,000 525,000 50 20,539
member M ©2011/2012 325000 200000 525000 50 23,907
Helmut Panke, M 2012/2013 325,000 300,000 625,000 50 24,452
member M ©2011/2012 325000 300000 625000 50 28460
William G. Parrett, 2012/2013 325,000 350,000 675,000 50 26,408
member 20112012 325000 300,000 625000 50 28460
Isabelle Romy, 2012/2013 325,000 300,000 625,000 50 24,452
member gty e e R e B S
Beatrice Weder di Mauro, 2012/2013 325,000 250,000 575,000 50 22,496
member S RN REEhen ST S S T S
Joseph Yam, 2012/2013 325,000 250,000 575,000 50 22,496
member B R | RS ES 5000 o i
Total 2012 7,625,000
Total 2011 7,000,000

Legend: C = Chairperson of the respective Committee; M = Member of the respective Committee

1 There were 11 independent BoD members in office on 31 December 2012. Isabelle Romy and Beatrice Weder di Mauro were appointed at the AGM on 3 May 2012 and Bruno Gehrig did not stand for reelection at the
AGM on 3 May 2012. There were 10 independent BoD members in office on 31 December 2011. Joseph Yam was appointed at the AGM on 28 April 2011 and Sally Bott stepped down on 11 February 2011. 2 Fees
are paid 50% in cash and 50% in blocked UBS shares. However, independent BoD members can elect to have 100% of their remuneration paid in blocked UBS shares.
price of UBS shares at SIX Swiss Exchange over the last 10 trading days of February 2013), and were granted with a price discount of 15% for a new value of CHF 12.78. These shares are blocked for four years. For 2011,
shares valued at CHF 12.92 (average price of UBS shares at SIX Swiss Exchange over the last 10 trading days of February 2012), and were granted with a price discount of 15% for a new value of CHF 10.98. These

shares are blocked for four years.

tax. 5 This payment is associated with the Vice Chairman or the Senior Independent Director function, respectively.
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3 For 2012, shares valued at CHF 15.03 (average

4 Number of shares is reduced in case of the 100% election to deduct social security contribution. All remuneration payments are subject to social security contributions/withholding
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Total payments to BoD members
CHE except where indlicated” For the year Total
Aggregate of all BoD members 2012 11,802,434
01 8,494,568
Number of shares of BoD members on 31 December 2011/2012"
Name, function For the year Number of shares held Voting rights in %
Axel A. Weber, Chairman? 2012 200,000 0.010
o T
Kaspar Villiger, former Chairman? 2012 -
201149440 .................... o0
Michel Demaré, Vice Chairman 012 eIl 0.006
2011 76,334 0.003
David Sidwell, Senior Independent Director 2012 149,199 0.007
2011100247 .................... 0005
Rainer-Marc Frey, member 2012 162,677 0.008
2011100042 .................... 0005
Bruno Gehrig, former member? 2012 -
o : 4409 .................... oo
Ann F. Godbehere, member 2012 81,286 0.004
201141441 .................... 0002
Axel P. Lehmann, member 2012 139,603 0.007
201189971 .................... 0008
Wolfgang Mayrhuber, member 2012 38,957 0.002
o 15050 .................... o001
Helmut Panke, member 2012 137,792 0.007
2011109332 .................... 0005
William G. Parrett, member 2012 91,078 0.004
201162618 .................... 0005
Isabelle Romy, member? 2012 0 0.000
o T
Beatrice Weder di Mauro, member? 2012 0 0.000
o T
Joseph Yam, member 2012 26,183 0.001
o R 0000

1 This table includes blocked and unblocked shares held by BoD members, including related parties. No options were granted in 2011 and 2012.

pointed at the AGM on 3 May 2012. 3 Kaspar Villiger and Bruno Gehrig did not stand for reelection at the AGM on 3 May 2012.

2 Axel A. Weber, Isabelle Romy and Beatrice Weder di Mauro were ap-
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Compensation paid to former BoD and GEB members’

el
-
©

2 CHF except where indicated®

Name, function For the year Compensation Benefits in kind Total
Former BoD members 2012 0 0 0
O oy R R .
Aggregate of all former GEB members? 2012 0 25,465 25,465
O L oy o R .
Aggregate of all former BoD and GEB members 2012 0 25,465 25,465
e O oy o R .

1 Compensation or remuneration that is connected with the former member’s activity on the BoD or GEB or that is not at market conditions. 2 Includes one former GEB member in 2012 and no former GEB member in
2011.

B Total of all vested and unvested shares of GEB members' 2
kel
2 Of which
Total vested Of which vesting
2013 2014 2015 2016 2017
Shares on 31 December 2012 3,414,568 1,531,295 952,668 583,281 347,324 0 0
2012 2013 2014 2015 2016
Shares on 31 December 2011 2,863,887 1,988,680 408,037 290,631 88,269 88,269 0

1 Includes related parties. 2 Excludes shares granted under variable compensation plans with forfeiture provisions.

B Total of all blocked and unblocked shares of BoD members’
el
< Of which
Total unblocked Of which blocked until
2013 2014 2015 2016
Shares on 31 December 2012 1,142,954 56,624 302,118 204,792 231,501 347,919
2012 2013 2014 2015
Shares on 31 December 2011 698,884 72,775 9,349 115,690 225,995 275,075

1 Includes related parties.
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Vested and unvested options of GEB members on 31 December 2011/2012"

For the numbz:tca)fl Number of Year of Vesting Expiry Strike For the numbL(?tgll‘ Number of Year of Vesting Expiry Strike

year options?  options®>  grant date date price year options?  options®  grant date date price

Sergio P. Ermotti, Group Chief Executive Officer Philip J. Lofts, Group Chief Risk Officer (continued)

2012 0 117,090 2005 01.03.2008 28.02.2015  CHF 52.32

S QT 117227 ..... S0 01039008 a00001E i r e
8525 2007 01.03.2010 28.02.2017 CHF73.67

Markus U. Diethelm, Group General Counsel 74599 2008 01.03.2011 28.02.2018 CHF 3566

2012 0 2011 577,723 11,445 2002 31.01.2003 31.01.2012  CHF 36.49

S R,

John A. Fraser, Chairman and CEO Global Asset Management

2012 884,531 127,884 2003 31.01.2006 31.01.2013  USD 22.53

170,512 2007 01.03.2010 28.02.2017  CHF 73.67
Lukas Gahwiler, CEO UBS Switzerland and CEO Retail & Corporate
2012 O
2011 0
Carsten Kengeter, former co-CEO Investment Bank*
2012 -
2011 905,00 905,000 2009 01.03.2012 27.12.2019  CHF 40.00

Ulrich Korner, Group Chief Operating Officer,
CEO Corporate Center and CEO Group EMEA

Philip J. Lofts, Group Chief Risk Officer

2012 536,173 9,985

01.03.2007 27.02.2014  CHF 44.32

74,599 2008 01.03.2011 28.02.2018  CHF 35.66

Robert J. McCann, CEO Group Americas and

CEO Wealth Management Americas

2012 0

o G

Tom Naratil, Group Chief Financial Officer

2012 935,291 63,942 UsD 22.53
RS N SR S A b VD 1053
b ol S A T A D 3813
RSN SO S A G VD adg1
ARG S A A A GETs
RS A SO A A A A s
R S SO St I A G ee
RS TR SA S O S A GA R

i s 35en 2000 31019008 31012012 0D 2124
A SOt L S e T S b VD 21 ad
A SOt L S S LT b S
N ST L S S A S D 2170
b ol St A LA O VD 2253

UsD 19.53

28.02.2013

28.02.2005

1 This table includes all options of GEB members, including related parties.

section of the Annual Report 2012 for more information. 4 GEB member who stepped down during 2012.

2 No conversion rights are outstanding.

3 Refer to “Note 31 Equity participation and other compensation plans” in the “Financial information”
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Vested and unvested options of GEB members on 31 December 2011/2012" (continued)
Total Total
For the number of Number of Year of Vesting Expiry Strike For the number of Number of Year of Vesting Expiry Strike
year options?  options®>  grant date date price year options?  options®  grant date date price
Tom Naratil, Group Chief Financial Officer (continued) Chi-Won Yoon, CEO Group Asia Pacific (continued)
145,962 2004 01.03.2007 27.02.2014  USD 38.13 2011 623,253 11,577 2002 31.01.2002 31.01.2012 USD 21.24

Alexander Wilmot-Sitwell, former co-Chairman and co-CEO Group Asia Pacific*
2012 -
2011 353,807 53,282 2005 01.03.2008 28.02.2015  CHF 47.58

85,256 2008 01.03.2011 28.02.2018  CHF 35.66

Chi-Won Yoon, CEO Group Asia Pacific
2012 578,338 8,648 2003 01.03.2004 31.01.2013  USD 20.49

350,000 2009 01.03.2012 27.02.2019  CHF 11.35

Jiirg Zeltner, CEO UBS Wealth Management

2012 203,093 4,972 2004 01.03.2007 27.02.2014  CHF 44.32

350,000 2009 01.03.2012 27.02.2019  CHF 11.35 230 2006 08.09.2008 08.09.2016  CHF 65.76

1 This table includes all options of GEB members, including related parties. 2 No conversion rights are outstanding. 3 Refer to “Note 31 Equity participation and other compensation plans” in the “Financial information”
section of the Annual Report 2012 for more information. 4 GEB member who stepped down during 2012.
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Vested and unvested options of GEB members on 31 December 2011/2012" (continued)

Total Total
For the number of Number of Year of Vesting Expiry number of Number of Year of Vesting Expiry Strike
year options?  options®>  grant date date options?  options®  grant date date price

Jiirg Zeltner, CEO UBS Wealth Management (continued)

Jiirg Zeltner, CEO UBS Wealth Management (continued)

221 2006 08.12.2008 08.12.2016

149 2005 09.09.2007 09.09.2015  CHF 50.47

161 2005 06.06.2007 06.06.2015

1This table includes all options of GEB members, including related parties. 2 No conversion rights are outstanding.

section of the Annual Report 2012 for more information.

3 Refer to “Note 31 Equity participation and other compensation plans” in the “Financial information”
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Audited

Audited

Advisory vote

Compensation report 2012

Loans granted to GEB members on 31 December 2011/2012"

CHE except where indlicated

Name, function For the year Loans?
Markus U. Diethelm, Group General Counsel® 2012 5,564,012
0 gZeItner 0 U ie aIthManagemen L oty 387500
Aggregate of all GEB members 2012 18,862,820
........................................................................................................................... o e

1 No loans have been granted to related parties of the GEB members at conditions not customary in the market. 2 All loans granted are secured loans, except for CHF 311,308 in 2012 and CHF 45,435 in 2011.
3 GEB member with the highest loan granted. 4 Includes a forgivable loan of CHF 3.3 million, subject to the GEB member’s continued full-time employment with UBS and a performance satisfactory and commensurate
with his responsibilities. The loan was fully repaid in 2012, as the GEB member stepped down during the year.

Loans granted to BoD members on 31 December 2011/2012"
CHF except where indicated?
Name, function For the year Loans?
Axel A. Weber, Chairman? 2012 0
o o
Kaspar Villiger, former Chairman* 2012 -
Soi .
Michel Demaré, Vice Chairman 2012 500,000
o 850000 .
David Sidwell, Senior Independent Director 2012 0
o 0
Rainer-Marc Frey, member 2012 0
o o
Bruno Gehrig, former member*® 2012 -
o 798000 .
Ann F. Godbehere, member 2012 0
o o
Axel P. Lehmann, member 2012 0
o o
Wolfgang Mayrhuber, member 2012 0
Son IS
Helmut Panke, member 2012 0
Son o
William G. Parrett, member 2012 0
o o
Isabelle Romy, member* 2012 0
o o
Beatrice Weder di Mauro, member? 2012 0
o o
Joseph Yam, member 2012 0
o o
Aggregate of all BoD members 2012 500,000

1 No loans have been granted to related parties of the BoD members at conditions not customary in the market. 2 All loans granted are secured loans. 3 Axel A. Weber, Isabelle Romy and Beatrice Weder di Mauro
were appointed at the AGM on 3 May 2012. 4 Kaspar Villiger and Bruno Gehrig did not stand for reelection at the AGM on 3 May 2012. 5 Secured loan granted prior to his election to the BoD.
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Information sources

Reporting publications

Annual publications

Annual report (SAP no. 80531): Published in both English and
German, this single volume report provides a description of: our
operating environment and strategy; our financial and operating
performance; risk, treasury and capital management; corporate
governance, responsibility and compensation, including compen-
sation to the Board of Directors and the Group Executive Board
members; and financial information, including the financial state-
ments. Review (SAP no. 80530): The booklet contains key infor-
mation on our strategy and financials. It is published in English,
German, French and Italian. Compensation Report (SAP no.
82307): The report discusses our compensation framework and
provides information on compensation to the Board of Directors
and the Group Executive Board members. It is published in English
and German.

Quarterly publications

Letter to shareholders: The letter provides a quarterly update from
executive management on our strategy and performance. The
letter is published in English, German, French and Italian. Financial
report (SAP no. 80834): The quarterly financial report provides an
update on our strategy and performance for the respective quar-
ter. It is published in English.

How to order reports

The annual and quarterly publications are available in PDF format
on the internet at www.ubs.com/investors in the “Financial infor-
mation” section. Printed copies can be ordered from the same
website by accessing the “Order print publications” panel on the
left-hand side of the screen. Alternatively, they can be ordered by
quoting the SAP number and the language preference where ap-
plicable, from UBS AG, F4UK-AUL, PO. Box, CH-8098 Zurich,
Switzerland.

Other information

Website

The “Investor Relations” website at www.ubs.com/investors pro-
vides the following information on UBS: news releases; financial
information (including results-related filings with the US Securities
and Exchange Commission); corporate information, including
UBS share price charts and data and dividend information; the
UBS corporate calendar; and presentations by management for
investors and financial analysts. Information on the internet is
available in English and German.

Result presentations

Our quarterly results presentations are webcast live. A playback
of most presentations is downloadable at www.ubs.com/presen-
tations.

Messaging service/UBS news alert

On the www.ubs.com/newsalerts website, it is possible to sub-
scribe to receive news alerts about UBS via SMS or e-mail.
Messages are sent in English, German, French or Italian and it is
possible to state theme preferences for the alerts received.

Form 20-F and other submissions to the US Securities

and Exchange Commission

We file periodic reports and submit other information about UBS
to the US Securities and Exchange Commission (SEC). Principal
among these filings is the annual report on Form 20-F, filed pursu-
ant to the US Securities Exchange Act of 1934. The filing of Form
20-F is structured as a “wrap-around” document. Most sections
of the filing can be satisfied by referring to parts of the annual
report. However, there is a small amount of additional informa-
tion in Form 20-F which is not presented elsewhere, and is par-
ticularly targeted at readers in the US. Readers are encouraged
to refer to this additional disclosure. Any document that we
file with the SEC is available to read and copy on the SEC’s
website, wwwi.sec.goy, or at the SEC’s public reference room at
100 F Street, N.E., Room 1580, Washington, DC, 20549. Please
call the SEC by dialing +1-800-SEC-0330 for further information
on the operation of its public reference room. Please visit
www.ubs.com/investors for more information.
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Corporate information

The legal and commercial name of the company is
UBS AG. The company was formed on 29 June
1998, when Union Bank of Switzerland (founded
1862) and Swiss Bank Corporation (founded
1872) merged to form UBS AG.

Contacts

UBS AG is incorporated and domiciled in
Switzerland and operates under Swiss Company
Law and Swiss Federal Banking Law as an
Aktiengesellschaft, a corporation that has issued
shares of common stock to investors.

The addresses and telephone numbers of our two
registered offices are: Bahnhofstrasse 45, CH-8001
Zurich, Switzerland, phone +41-44-234 11 11;
and Aeschenvorstadt 1, CH-4051 Basel,
Switzerland, phone +41-61-288 50 50.

UBS AG shares are currently listed on the SIX Swiss
Exchange and the New York Stock Exchange.

Switchboards
For all general queries.

Zurich +41-44-234 1111
London +44-20-7568 0000
New York +1-212-821 3000
Hong Kong +852-2971 8888
www.ubs.com/contact

Investor Relations

UBS's Investor Relations team supports institu-
tional, professional and retail investors from our
offices in Zurich and New York.

UBS AG, Investor Relations
P.O. Box, CH-8098 Zurich, Switzerland

sh-investorrelations@ubs.com
www.ubs.com/investors

Hotline +41-44-234 4100
New York +1-212-882 5734
Fax (Zurich) +41-44-234 3415

Corporate calendar

Media Relations

UBS's Media Relations team supports global media
and journalists from offices in Zurich, London,
New York and Hong Kong.

www.ubs.com/media

Zurich +41-44-234 8500
mediarelations@ubs.com

London +44-20-7567 4714
ubs-media-relations@ubs.com

New York +1-212-882 5857
mediarelations-ny@ubs.com

Hong Kong +852-2971 8200
sh-mediarelations-ap@ubs.com

Office of the Company Secretary

The Company Secretary receives queries on
compensation and related issues addressed to
members of the Board of Directors.

UBS AG, Office of the Company Secretary
P.O. Box, CH-8098 Zurich, Switzerland

sh-company-secretary@ubs.com

Hotline +41-44-234 3628
Fax +41-44-234 6603

Imprint

Shareholder Services

UBS's Shareholder Services team, a unit of the
Company Secretary office, is responsible for
the registration of the global registered shares.

UBS AG, Shareholder Services
P.O. Box, CH-8098 Zurich, Switzerland

sh-shareholder-services@ubs.com
Hotline +41-44-235 6202
Fax +41-44-235 3154

US Transfer Agent
For all global registered share-related queries
in the US.

Computershare
480 Washington Boulevard
Jersey City, NJ 07310-1900, USA

sh-relations@melloninvestor.com
www.bnymellon.com/shareowner/equityaccess

Calls from the US +866-541 9689
Calls from outside the US +1-201-680 6578

Fax +1-201-680 4675

Publication of the first quarter 2013 report
Tuesday, 30 April 2013

Annual General Meeting
Thursday, 2 May 2013

Publication of the second quarter 2013 report
Tuesday, 30 July 2013

Publication of the third quarter 2013 report
Tuesday, 29 October 2013
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Cautionary Statement Regarding Forward-Looking Statements | This report contains statements that constitute “forward-looking statements”, including
but not limited to management’s outlook for UBS's financial performance and statements relating to the anticipated effect of transactions and strategic initiatives
on UBS’s business and future development. While these forward-looking statements represent UBS's judgments and expectations concerning the matters de-
scribed, a number of risks, uncertainties and other important factors could cause actual developments and results to differ materially from UBS’s expectations.
These factors include, but are not limited to: (1) the degree to which UBS is successful in executing its announced strategic plans and related organizational
changes, in particular its plans to transform its Investment Bank, its efficiency initiatives and its planned reduction in Basel Ill risk-weighted assets, and whether in
each case those plans and changes will, when implemented, have the effects intended; (2) developments in the markets in which UBS operates or to which it is
exposed, including movements in securities prices or liquidity, credit spreads, currency exchange rates and interest rates and the effect of economic conditions
and market developments on the financial position or creditworthiness of UBS's clients and counterparties; (3) changes in the availability of capital and funding,
including any changes in UBS’s credit spreads and ratings; (4) changes in financial legislation and regulation in Switzerland, the US, the UK and other major finan-
cial centers which may impose constraints on or necessitate changes in the scope and location of UBS’s business activities and in its legal and booking structures,
including the imposition of more stringent capital and liquidity requirements, incremental tax requirements and constraints on remuneration; (5) changes in UBS’s
competitive position, including whether differences in regulatory capital and other requirements among the major financial centers will adversely affect UBS's
ability to compete in certain lines of business; (6) the liability to which UBS may be exposed, or possible constraints or sanctions that regulatory authorities might
impose on UBS, due to litigation, contractual claims and regulatory investigations, including those that may arise from the ongoing investigations relating to the
setting of LIBOR and other benchmark rates, from market events and losses incurred by clients and counterparties during the financial crisis of 2007 to 2009, and
from Swiss retrocessions; (7) the effects on UBS's cross-border banking business of tax treaties negotiated or under discussion between Switzerland and other
countries and future tax or regulatory developments; (8) UBS's ability to retain and attract the employees necessary to generate revenues and to manage, support
and control its businesses, which may be affected by competitive factors including compensation practices; (9) changes in accounting standards or policies, and
accounting determinations or interpretations affecting the recognition of gain or loss, the valuation of goodwill and other matters; (10) limitations on the effec-
tiveness of UBS’s internal processes for risk management, risk control, measurement and modeling, and of financial models generally; (11) whether UBS will be
successful in keeping pace with competitors in updating its technology, particularly in trading businesses; (12) the occurrence of operational failures, such as
fraud, unauthorized trading and systems failures; and (13) the effect that these or other factors or unanticipated events may have on our reputation and the
additional consequences that this may have on our business and performance. Our business and financial performance could be affected by other factors identi-
fied in our past and future filings and reports, including those filed with the SEC. More detailed information about those factors is set forth in documents fur-
nished by UBS and filings made by UBS with the SEC, including UBS's Annual Report on Form 20-F for the year ended 31 December 2012. UBS is not under any
obligation to (and expressly disclaims any obligation to) update or alter its forward-looking statements, whether as a result of new information, future events, or
otherwise.

Rounding | Numbers presented throughout this report may not add up precisely to the totals provided in the tables and text. Percentages and percent changes

are calculated based on rounded figures displayed in the tables and text and may not precisely reflect the percentages and percent changes that would be derived
based on figures that are not rounded.
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