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Dear shareholders,

This year's compensation decisions have
been shaped by the need to balance a
number of key objectives — rewarding our
employees for an overall strong perfor-
mance, ensuring that we appropriately
consider matters related to our foreign
exchange business (on an individual and
collective basis) and maintaining an
overall competitive compensation
program which continues to support

our ability to effectively attract and retain
the best talent in the industry.

In 2014, UBS employees remained
focused on delivering improved perfor-
mance despite challenging market
conditions. Net profit attributable to UBS
shareholders was CHF 3.5 billion, up 9%
compared with 2013. The firm also
continued to strengthen its fully applied
Basel Il common equity tier 1 capital ratio
to be the best in our peer group of large
global banks, which supports the firm’s
commitment to return at least 50% of net
profit attributable to UBS Group AG
shareholders.

As a result, the UBS Board of Directors
(BoD) intends to propose a dividend of
CHF 0.50 for 2014. This is an increase of
100% on 2013 and represents 55%' of
the Group’s reported net profit for 2014.
In addition, the firm is on track with the
implementation of the new Group

1 Ordinary dividend per share as a % of diluted earnings per share.

holding company structure. As part of this
process, the firm intends to propose a
one-time supplementary capital return of
CHF 0.25 per share.

While the 2014 performance award pool
takes into account the firm’s strong
performance over the year, it also
recognizes the effects of charges for
provisions for litigation, regulatory and
similar matters. During the fourth quarter
of 2014, the firm continued to proactively
manage these issues from the past as it
reached resolutions with several regula-
tory authorities in connection with
industry-wide investigations into foreign
exchange markets.

The protection of the firm’s reputation
and the interests of shareholders and
clients remain paramount. In consider-
ation of the matters related to our foreign
exchange business, the 2014 performance
award pool has been reduced signifi-
cantly, mainly in the Investment Bank,
from what it would otherwise have been
in the absence of these events. As a
result, the firm’s total performance award
pool for 2014, which includes the Group
Executive Board (GEB), is CHF 3.1 billion,
down 5% compared with the prior year.
This is aligned with a 6% reduction in the
IFRS performance award-related expenses.

The BoD continues to recognize the
importance of creating an environment
that attracts and retains key contributors
while holding our people accountable for
their actions.

We believe UBS has one of the most
demanding performance award frame-
works relative to its peers. This framework
has remained broadly unchanged in 2014.
We have built a robust compensation
model premised on generating attractive
and sustainable returns for shareholders.
The firm’s performance awards are
designed to support this philosophy by
emphasizing appropriate risk-taking and
long-term performance, and by placing a
substantial portion of compensation at
risk. For instance, for 2014, we have over
5,000 employees with 54% of their
performance award in deferred compen-
sation that vests over two to five years.

With respect to the matters related to our
foreign exchange business, in addition to
the significant reduction in the 2014
performance award pool noted above, a
further amount of CHF 14 million was for-
feited. This includes employees who
resigned or whose contracts were
terminated, with an additional CHF 19
million in awards under legal hold
pending the outcomes of investigations.
Additionally, GEB members will forfeit



56% of the 2015 vesting tranche of
their Performance Equity Plan awards
given the underlying targets of
economic profit and relative total
shareholder return were not fully
achieved.

To further strengthen our capital
position, we have enhanced certain
features of our employee compensation
framework in anticipation of increased
focus on tier 1 capital instruments.
Starting with compensation for 2014,
Deferred Contingent Capital Plan
(DCCP) awards will qualify as fully
applied additional tier 1 capital under
Basel Ill regulations. Consistent with the
prior year, 40% of the deferred annual
performance award will be deferred
under the DCCP for five years and 60%
will be deferred in UBS notional shares
under the Equity Ownership Plan over
two to five years.

In other developments in 2014, the EU
Capital Requirements Directive IV which
requires a cap on the fixed to variable
compensation ratio for certain employ-
ees within the EU came into effect. As
part of the implementation of such a
cap, and in response to competitive
practices, we have implemented
role-based allowances as a feature of
the fixed compensation for those
employees.

In line with the Ordinance against

Excessive Compensation in Switzerland, at

the Annual General Meeting (AGM) 2015,

shareholders will be asked to vote on:

— the maximum aggregate amount of
remuneration for the BoD for the
period from AGM 2015 to AGM 2016;

— the maximum aggregate amount of
fixed compensation for the GEB for
2016; and,

— the aggregate amount of variable
compensation for the GEB for 2014.

Further, on a voluntary basis, shareholders
will again be asked for an advisory vote
on the Compensation Report 2014.

Finally, the BoD and | would like to offer
our sincere thanks to our shareholders for
the time they took to share their views on
compensation during the year. On the
following pages you will find more
information about UBS's compensation
for 2014. We will seek your support for
the compensation matters at our AGM on
7 May 2015.

Ann F. Godbehere
Chair of the Human Resources and

Compensation Committee of
the Board of Directors
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2014 performance and compensation funding

Our performance in 2014 demonstrated both the strength of our business model, which is designed to deliver attractive
returns with an efficient capital and risk profile, and the disciplined manner in which we continue to implement our
strategy. Overall, the performance award pool for 2014 was CHF 3.1 billion, 5% lower than in 2013, balancing our strong
performance with the effects of charges for provisions for litigation, regulatory and similar matters.

Our performance in 2014

In 2014, we delivered net profit attributable to UBS Group AG
shareholders of CHF 3.5 billion, a 9% increase on the prior year. At
the same time, we continued to reduce risk-weighted assets (RWA)
and improve our leverage ratio, and our 13.4% fully applied
Basel Il common equity tier 1 (CET1) capital ratio remained the
best in our peer group of large global banks.

We owe our thanks to our employees for their continued ded-
ication and hard work in delivering superior advice and service to
our clients. Their achievements have enabled us to deliver on our
commitment to significantly increase returns to our shareholders.
As previously announced, we intend to propose an ordinary divi-
dend of CHF 0.50 per share for the financial year 2014, an in-
crease of 100% on the prior year and a payout ratio of 55%' of
reported net profit. Reflecting progress in the establishment of
the new Group holding company, including the successful com-
pletion of the share-for-share exchange offer, we fully accrued a
supplementary capital return of CHF 0.25 per share in the fourth
quarter of 2014. Subject to shareholder approval at the forthcom-
ing Annual General Meeting (AGM), UBS Group AG intends to
pay this one-time supplementary capital return upon successful
completion of the squeeze-out procedure.

1 Ordinary dividend per share as a % of diluted earnings per share.

Net profit attributable
to UBS Group AG shareholders

Diluted earnings per share (EPS)

Our success in 2014 is highlighted by the fact that we have
now achieved the key targets we set out in 2011 and 2012. We
have reduced risk-weighted assets since 2011 by over CHF 160
billion, added almost 700 basis points to our fully applied Basel llI
CET1 capital ratio, surpassing our target of 13%, and our Invest-
ment Bank is less complex and delivering more consistent under-
lying returns.

In addition, the firm’s leverage ratio on a fully applied basis for
Swiss systemically relevant banks (SRB) increased in 2014 by 70
basis points to 4.1%, close to our 2019 regulatory requirement of
4.2%. UBS ended the year with CHF 216 billion in RWA, just CHF
1 billion above our target for the end of 2015.

Market conditions remained challenging throughout the year,
with heightened geopolitical tensions, diverging monetary policy,
and sharp falls in commodity prices causing increased volatility
and greater investor caution. Our business divisions performed
well in 2014, as they executed on our strategy with the intensity,
agility and focus required to overcome the challenges we faced.

Our Wealth Management business delivered a strong perfor-
mance, with adjusted profit before tax up 4% to CHF 2.5 billion.
Net new money (NNM) was strong at CHF 34.4 billion, and al-
though gross margin declined by 3 basis points to 85 basis points,
this reflected the very rapid increase in invested assets, which rose

Return on tangible equity (RoTE)

CHF million CHF
Full year 2014/2013 Full year 2014/2013

+9%

+10%

in %
Full year 2014/2013

+ 20 bps

080 -

2013 2014 2013

2014 2013 2014



11% or CHF 101 billion in the year. The business also delivered
high quality results, with recurring revenue up 6% despite regula-
tory headwinds, reflecting successful strategic initiatives to grow
lending, increase mandate penetration and reprice certain prod-
ucts.

[t was another record-breaking year for Wealth Management
Americas, with operating income, gross loans, financial advisor
productivity, invested assets and adjusted’ profit before tax reach-
ing all-time highs. Despite elevated charges for litigation, regula-
tory and similar matters, the business delivered USD 1 billion in
adjusted’ profit before tax for the second year in a row. The busi-
ness's NNM performance was below its target range. However,
we are confident that this is not indicative of future trends.

Our Retail & Corporate business delivered a 4% increase in
adjusted’ profit before tax, despite operating income, which was
broadly unchanged from the prior year, and achieved all its targets
for the year. Net new business volume growth for retail clients
was 2.3% compared with a target range of 1% to 4%, and 2014
was our best year for new Swiss retail client acquisition since
2008.

Global Asset Management recorded a 13% decline in adjusted’
pre-tax profits, mainly due to charges for provisions for litigation,
regulatory and similar matters. However, the business division at-
tracted strong NNM, excluding money market flows, of nearly
CHF 23 billion compared with outflows of CHF 5 billion in 2013,
resulting in a growth rate of 4.4%. This substantial turnaround
was achieved largely through greater engagement and collabora-
tion with our wealth management businesses.

Client focus, improved productivity and resource efficiency re-
mained important drivers of our Investment Bank’s strong under-
lying performance, as the business recorded an adjusted! profit
before tax, excluding charges for litigation, regulatory and similar

1 Refer to the “Group performance” in the “Financial and operating performance” section of the Annual
Report 2014 for more information on adjusted results.

matters, of CHF 2,054 million. The business continued to grow its
Corporate Client Solutions business, with revenues up 8% and
operated within its targeted resource levels throughout the year.

Corporate Center reported a loss before tax of CHF 2.7 billion,
compared with a loss of CHF 4.2 billion in the prior year. Overall
revenues were negative CHF 0.9 billion, with losses recorded pri-
marily in Non-Core and Legacy Portfolio, which included negative
funding and debit valuation adjustments on derivatives, as well as
losses from unwind and novation activity. Expenses were reduced
by CHF 1.7 billion, with CHF 0.3 billion related to our strategic
cost savings initiatives. In the Non-core and Legacy Portfolio, we
achieved significant reductions in RWA and leverage ratio denom-
inator.

Total capital return per share

CHF per share
0.25
Proposed
one-time
0.50 supplementary
+ capital return
following
0.25 squeeze-out
0.15
0.10
—_—
Financial year 20M 2012 2013 2014
Payout ratio 9% N/M 30% 55%
(ordinary dividend)'

CET1 capital ratio  ~6.7% ~9.8% 12.8% 13.4%

fully applied

W Ordinary dividend Proposed ordinary dividend for 2014

M Proposed one-time supplementary capital return

1 Ordinary dividend per share as a % of diluted earnings per share.
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Performance award pool funding

Our compensation funding framework is based on business per-
formance, which we measure in a variety of ways. These include
profitability, quality of earnings, contribution before performance
award, and economic contribution before performance award,
which is a risk-adjusted measure of performance. In addition, we
use a number of criteria to assess the performance of our busi-
ness divisions and Corporate Center, such as those in the chart
below.

Certain risk-related objectives are common across all business
divisions and Corporate Center, and include adherence to risk in-
vestment guidelines, Group risk policies, value-at-risk limits and
the avoidance of significant operational risk events.

2014 target report card

Each business division’s performance award pool is accrued as
a percentage of profit before performance award, which is risk
adjusted by factoring in a risk capital charge. We also consider
progress against our strategic initiatives, affordability and market
positioning. Business division performance is adjusted for items
which do not reflect their underlying performance, including
gains or losses related to divestments or sales of real estate,
restructuring charges, and gains or losses on own credit.

The accrual percentage increases or decreases as performance
declines or improves. As a result, if a business division’s profits
increase, the proportion of profits we allocate to pay performance
awards is generally reduced. In good years, this helps prevent ex-
cessive compensation and allows us to return more capital to
shareholders. In lean years, it provides us with the flexibility to
make adequate provisions to retain key employees.

2014 highlights
— Adjusted PbT +4% to CHF 2.5 billion
— Generated CHF 34 billion of net new money

Wealth Management

— Recurring income of CHF 5.9 billion, +6%
— Adjusted PbT +4% to record level, >USD 1 billion
— Invested assets +6% to record level, >USD 1 trillion

Wealth Management
Americas
— Recurring income +12% to a record USD 5.7 billion

Retail & Corporate — Adjusted PbT +4% to CHF 1.6 billion

— Net interest margin +3 basis points to +159 basis points

— Best year for Swiss retail client acquisition since 2008
Global Asset

Management — Invested assets +14% to CHF 664 billion

Investment Bank

Non-core and
Legacy Portfolio

— RWA down 44% to CHF 36 billion, already meeting
2015 year-end target

— LRD down 42% to CHF 93 billion

@ = 2014 target not met
® = 2014 target met

— Generated CHF 22.6 billion of net new money excl. money market

— Strong performance in CCS with revenues +8% to 3.2 billion
— Strong performance in Equities with CHF 3.7 billion in revenues

2014 targets Targetranges 2014 results

NNM growth rate 3-5% 3.9% °
Gross margin (bps) 95-105 85 °
Adjusted cost/income ratio 60-70% 68.2% °
NNM growth rate 2-4% 1.0% °
Gross margin (bps) 75-85 76 °
Adjusted cost/income ratio 80-90% 86.6% °
NNBV growth rate (retail business) — 1-4% 2.3% °
Net interest margin (bps) 140-180 159 °
Adjusted cost/income ratio 50-60% 56.6% °
NNM growth rate excl. MM 3-5% 4.4% °
Gross margin (bps) 32-38 31 °
Adjusted cost/income ratio 60-70% 73.2% °
Adjusted RoAE >15% 2.6% °
Adjusted cost/income ratio 65-85% 97.6% °
Basel Il RWA limit (CHF billion) <70 67 °
Funded assets limit (CHF billion) <200 171 °
Basel Ill RWA (CHF billion) <~40 36 °

Target is applicable for 31.12.15



We assess Group performance using criteria such as risk-ad-
justed profits, performance relative to the industry, and general
market competitiveness. We also consider progress against our
strategic initiatives, including RWA and balance sheet reduction,
delivery of cost efficiencies, and capital accretion. We look at the
firm’s risk profile and culture, the extent to which operational risks
and audit issues have been identified and resolved, and the suc-

cess of risk reduction initiatives.

The chart below illustrates the performance award pool fund-
ing process, the factors taken into account, and how the Human
Resources and Compensation Committee (HRCC) applies its dis-
cretion before making its final recommendation to the Board of

Directors (BoD).

Performance award funding process - illustrative overview

Financial Risk
performance adjustment

Financial performance

Risk adjustment

Divisional KPI

Qualitative, risk and regulatory
assessment

Relative performance vs peers

Market position and trends

HRCC/BoD governance and discretion

© Levers HRCC/BoD Final
Qualitative governance performance
risk and ’ Relative Market and discretion award pool
regulatory performance position
Divisional KPI assessment Vs peers and trends

____________________________________________________ "

The preliminary performance award pool amount is driven by financial performance and assessed in light of a series of financial KPI.

Predetermined business division-specific performance award pool funding rates are applied to risk-adjusted performance. This takes
into account credit, market, liquidity, funding, operational risk, including legal and compliance, reputational risk and the number of
operational risks and audit recommendations that are effectively resolved.

Each division is assessed based on specific KPI (e.g., NNM growth rate, return on RWA, etc.).

Qualitative assessment (quality of earnings, industry awards, etc.), assessment of regulatory compliance and risk assessment.
Qualitative assessment also ensures full alignment to our Total Reward Principles.

Performance is also assessed relative to our peers.

Market intelligence based on internal and external advisors helps assessing the competitiveness of our pay level and compensation
structure. It also provides a prospective view of market trends in terms of absolute compensation levels, compensation framework and
industry practice.

The performance award pool determination process results in a performance award pool recommendation from the Group CEO (after
consultation with the business division Presidents), which is submitted to the HRCC for consideration. The HRCC, having monitored the
forecasted full-year performance award regularly, has full discretion to adjust it (up- or downwards), as deemed appropriate. The HRCC
considers the recommendation in the context of our overall performance, capital strength, risk profile, market positioning, as well as
business and geographic trends. The committee ensures it is in line with our strategies embodied in our Total Reward Principles to create
sustainable shareholder value.
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2014 performance award pool and expenses

The performance award pool, which includes all discretionary,
performance-based variable awards for 2014 was CHF 3.1 billion,
a decrease of 5% compared with 2013. Overall, while our perfor-
mance improved and we made further progress toward achieving
our strategic and financial objectives, the potential increase in the
performance award pool in 2014 was offset by a significant reduc-
tion, mainly in the Investment Bank, due to the impact of matters
related to our foreign exchange business.

Performance award expenses for 2014 decreased 6% to CHF
2.8 billion. The reduction was mainly due to lower expenses for
awards related to 2014 compensation, as well as lower expenses
related to the amortization of awards from prior years. The “Per-
formance award expenses” chart below compares the perfor-
mance award pool with the performance award expenses.

Performance award expenses

CHF billion
(5%)' J/
3.2
3.1
3.0
0.7 Afmo!'l\zation 28
of prior- Amortizati
year awards 0.6 ofmp(:irolrz-a ion
year awards
Awards
Awards expenses for Award Awards
for performance fwar S expenses for
performance year or performance
year deferred performance year
to future year deferred
periods? to future
(incl. periods?
accounting (ind.
adjustments) acgountmg
adjustments)
Performance 2013 Performance 2014
award pool award pool
(6%)

1 Excluding add-ons such as social security.
may vary, for example due to forfeitures.

2 Estimate. The actual amount to be expensed in future periods

8

Matters related to our foreign exchange business

In addition to the significant reduction in the performance award
pool, 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 em-
ployment. We continue to assess whether sanctions against other
current and former employees should be taken based on our on-
going reviews. Potential sanctions include disciplinary measures,
reductions in their compensation and forfeiture of part or all of
their current outstanding deferred compensation.



2014 compensation for the Group CEO and the
other GEB members

Group Executive Board (GEB) performance awards are at the discretion of the Board of Directors (BoD). The overall
amount of performance awards for GEB members for 2014 decreased 7% year-on-year, consistent with the 5% reduction
in the performance award pool including all employees. At the Annual General Meeting (AGM) 2015, UBS’s shareholders
will vote on the proposed 2014 GEB performance award pool. The invitation to the AGM 2015 will set out the proposed

aggregate amount.

Key features of our 2014 compensation framework for the Group CEO and the other GEB members

The Human Resources and Compensation Committee (HRCC) reviews the performance
of our Group CEO and other GEB members against the Group’s performance targets.
The GEB's performance awards are based on quantitative and qualitative performance
measures and consider performance of the individual and the Group overall.

—The Group CEO/GEB performance scorecard is based on a set of quantitative and qualita-
tive measures, and provides a framework for a balanced assessment. Group level, business
division, regional, functional and qualitative performance measures are included in combi-
nation, depending on the individual GEB member’s remit.

— Compensation plan forfeiture provisions enable the firm to reduce the unvested deferred
portion if the compensation plans' relevant performance conditions are not achieved.
This means

— the vesting of Equity Ownership Plan awards depends on both Group and divisional
performance

— Deferred Contingent Capital Plan awards only vest in full if the firm delivers an adjust-
ed profit before tax and our phase-in tier 1 capital ratio does not fall below 10%. The
firm may, at its discretion, elect to cancel any interest payments.

Our compensation framework contains a number of features designed to ensure
that risk is appropriately managed with safeguards to limit inappropriate risk-taking.
Our framework has

— a balanced mix of shorter-term and longer-term performance awards with a focus on
deferral

— a cap on the total GEB performance award pool of 2.5% of adjusted Group profit
before tax

— individual caps on the proportion of fixed to variable pay for the Group CEO and other
GEB members

— a share ownership policy under which each GEB member must build up and hold a
minimum of 350,000 shares. The Group CEOQ must build up and hold a minimum of
500,000 shares

— an evaluation of the risk control effectiveness and adherence of each GEB member
as part of their individual qualitative assessment

— employment contracts that include a six-month notice period

— provisions that enable the firm to trigger forfeiture of some, or all, of the unvested
deferred performance award if an employee commits certain harmful acts, or if the
employment is terminated for cause. Generally, we regard the following as harmful acts

— contributing substantially to a significant downward restatement 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, including reputational harm

— engaging in conduct that materially violates legal and regulatory requirements or
internal policies and procedures

— improperly disclosing confidential or proprietary information
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2014 compensation framework for GEB members

Of the annual performance award, up to 20% is paid in the form of immediate cash and 80% is granted as a longer-term performance award, with 50% paid in deferred equity and
the remaining 30% in deferred notional instruments.

Ilustrative example

2014 Payout of performance award s 2013 Payout of performance award pmmms

bccp Notional additional tier 1 (AT1) instruments. Dccp

The award cliff vests in year 5, subject to forfeiture if a capital 30%
ratio trigger or viability event occurs. The award is subject to
20% forfeiture for each financial year if UBS does not achieve
30% an adjusted Group profit before tax. 30%
Notional interest payments will be made annually subject to
review and confirmation by the firm.

The award is subject to continued employment and harmful
acts provisions.

30%

Notional shares.

The 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.

The award is subject to continued employment and harmful acts
provisions.

16% 16%

17% 17%

Up to 20% paid out immediately, subject to a cash cap of
CHF/USD 1 million. To the extent that less than 20% is paid in
immediate cash, the excess amount will be granted in EOP.

immediate cash? mmm/| At least 80% of performance award at risk of forfeiture
immediate cash? mmm/| At least 80% of performance award at risk of forfeiture

Up to 20%

of performance
award paid in
Up to 20%

of performance
award paid in

Base
salary

2014 2015 2016 2017 2018 2019 2020 2014 2015 2016 2017 2018 2019

Share 500,000 shares for Group CEO 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.

500,000 shares for Group CEO

350,000 shares for other GEB members

retention il 350,000 shares for other GEB members

1 At least 50% of the performance award is granted under the Equity Ownership Plan (EOP). 2 UK Code Staff receive 50% in the form of blocked shares.

10



Base salary, role-based allowance, pensions and benefits

Each GEB member receives a fixed base salary, which is reviewed
annually by the Human Resources and Compensation Committee
(HRCC). Since the Group CEQ’s appointment in 2011, his annual
base salary has remained unchanged at CHF 2.5 million. Other
GEB members’ salaries were unchanged at CHF 1.5 million (or
local currency equivalent).

One GEB member is considered as UK Code Staff and receives
a role-based allowance in addition to his base salary. This allow-
ance reflects the market value of a specific role and is only paid as
long as the GEB member is considered to be UK Code Staff. The
introduction of this allowance represents a shift in the compensa-
tion mix between fixed and variable compensation and is not an
increase in total compensation. The allowance consists of a de-
ferred UBS notional share award which is granted annually. This
deferred award vests in equal portions in years 3, 4 and 5, respec-
tively.

Pension contributions and benefits for GEB members are in line
with local practices for other employees. No enhanced or supple-
mentary pension contributions are made for GEB members. Be-
ginning at the AGM 2015, the GEB members’ aggregate fixed
compensation will be subject to shareholder approval. Sharehold-
ers will prospectively vote on the maximum aggregate amount of
such fixed compensation for the GEB to be paid in 2016.

- Refer to “Our compensation governance framework” section of
this report for more information on the shareholders’ vote on
the GEB compensation

- Refer to “Note 28 Pension and other post-employment benefit
plans” in the “Financial information” section of the Annual
Report 2014 for more information on the major post-employ-
ment benefit plans established in Switzerland and other
countries

How we set variable performance award levels for our
Group CEO and other GEB members — performance
scorecard assessment

The Group CEO and other GEB members are eligible to receive an
annual performance award, which is at the full discretion of the
BoD and, in aggregate, subject to shareholder approval at the
AGM. Our performance assessment is based on a balanced score-
card, which allows us to assess an individual’s performance against
a number of quantitative and qualitative key performance indica-
tors (KPI).

The quantitative measures for the Group CEO are based on
overall Group performance. For other GEB members, they are split
between Group and the individual’s business division and/or re-
gional performance. Those who lead Group control functions, or
who are solely regional Presidents, are assessed on the perfor-
mance of the Group and of the functions/regions they oversee.
Quantitative measures include business division financial, re-
gional, and functional measures, and account for 65% of the as-
sessment. Qualitative measures account for 35% of the assess-
ment and are the same for all GEB members, including the Group
CEO. The table on the following page provides an overview of the
guantitative and qualitative KPI on which the scorecard is based.

The weighting between Group, business division, regional, and
functional KPI varies depending on a GEB member’s role. There is
a significant weighting on Group KPI for all GEB members.

The degree to which an individual has achieved these quanti-
tative measures, coupled with an assessment of performance
against qualitative measures, provides an overall rating. This is
the starting point for a GEB member’s annual performance
award. In addition, target total compensation is reviewed against
the market value of the respective role. This approach is not in-
tended to be mechanical, as the HRCC can exercise its judgment
and, in exceptional circumstances, may apply an appropriate
degree of discretion. The HRCC's final compensation recommen-
dations for GEB members are based on the performance assess-
ment, the assessment against the market value for the role, and
the Group CEO’s recommendation (the Group CEO makes no
recommendation on his own award). For 2014, the HRCC also
considered the nature and impact of matters related to our for-
eign exchange business. Therefore, the final HRCC recommenda-
tions on the GEB member’s performance awards were lower than
performance would otherwise have called for. The HRCC's rec-
ommendations are then reviewed, and must be approved, by the
BoD. The BoD retains full discretion in determining the variable
compensation levels for GEB members. The HRCC and then the
full BoD go through a similar process in setting the compensation
for the Group CEO. The final 2014 performance award for the
GEB in aggregate is subject to shareholder approval at the AGM
2015. The individual variable performance awards for each GEB
member will only be granted following shareholder approval at
the AGM.

11
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Overview of the quantitative and qualitative measures on which the performance scorecard is based

The quantitative measures are aligned with the Group’s strategic plan. They are mainly
based on the Group measures, supplemented with business division, regional or functional
KPI for business division, regional or Corporate Center GEB members, and include the fol-
lowing:

— Group Return on Equity

— adjusted Group profit before tax

— CET1 capital ratio

— business division and/or regional KPI (if applicable)

— functional KPI (for Corporate Center GEB members)

Both regional and functional KPI may include qualitative measures.

12

The qualitative measures utilized in assessing the effectiveness of the Group CEO and
other GEB members are the following:

Pillars:

Capital management
— establishes and maintains capital strength and CET1 capital ratio. Generate efficiencies
and deploy our capital more efficiently and effectively.

Efficiency & effectiveness
— contributes to the development and execution of our strategy. The measure also looks to
ensure that there is success across all business lines, functions and regions.

Risk management

— ensures risk management through an effective control framework. Captures the degree
to which risks are self-identified and focuses on the individual’s success in ensuring com-
pliance with all the various regulatory frameworks. Helps shape the firm's relationships
with regulators through ongoing dialogue.

Principles:

Client focus

— increases client satisfaction and maintaining high levels of satisfaction over the long
term. This includes promoting cross-business division collaboration and fostering the de-
livery of the whole firm to our clients.

Sustainable performance

— Brand and Reputation — protects the Group's reputation and ensures full compliance
with our standards and principles.

— Culture — takes personal role in making Principles and Behaviors front and center of
the requirements of the business. Furthermore, this measure evaluates the individual's
ability to reinforce a culture of accountability and responsibility, demonstrating our
commitment to be a responsible corporate citizen and to act with integrity in all our
interactions with our stakeholders.

Excellence

— Human Capital Management — develops successors for the most senior positions, facili-
tates talent mobility within the firm and promotes a diverse and inclusive workforce.

— Product and Service Quality — strives for excellence in products and services we offer
to our clients.

Behaviors:

Integrity
— is responsible and accountable for what they say and do; caring about clients, investors
and colleagues; acting as a role model.

Collaboration
— puts benefits of clients and the firm before their own and those of their business; work-
ing across the firm; respecting and valuing diverse perspective.

Challenge
— encourages self and others to constructively challenge the status quo; learning
from past mistakes and experiences.



Weightings of quantitative and qualitative measures

Group CEO Business division/ Functional heads
in % regional Presidents
Key performance indicators (KPI) Weighting
Group RoE, adjusted Group profit before tax and Basel Il CET1 capital ratio (fully applied) 65 35 45
Business division / regional KPI 30
Functional KP!I 20
Quantitative 65 65 65
Qualitative 35 35 35
Total 100 100 100

Caps on compensation

The total potential GEB performance award pool is capped at
2.5% of the adjusted Group profit before tax. This links overall
GEB compensation to the firm’s profitability. As the Group’s ad-
justed profit before tax for 2014 was CHF 2.8 billion, the GEB
2014 performance award pool was capped at CHF 69 million.

The actual total GEB performance award pool for 2014 was
CHF 58 million or 2.1% of the Group’s adjusted profit before tax
compared with CHF 63 million or 1.5% in 2013. Furthermore,
100% of a GEB member’s deferred compensation is subject to
performance conditions.

Last year we introduced individual compensation caps on the
proportion of fixed pay to variable pay for all GEB members. The
Group CEQ's performance award was capped at five times his
base salary. Performance awards of other GEB members were
capped at seven times their base salaries.

For 2014, performance awards for GEB members and Group
CEO were, on average, 3.1 times the base salary.

Benchmarking against peers

The HRCC reviews GEB compensation levels against those of a
peer group of companies selected for the comparability of their
size, business and geographic mix, and the extent to which they
are our competitors for talent. The HRCC also considers the prac-
tices of these peers that may influence their pay strategies and
pay levels as well as their respective regulatory environments.

In 2014, the HRCC reviewed our peer group and determined
that it remained appropriate. The peer group consists of: Bank of
America, Barclays, BNP Paribas, Citigroup, Credit Suisse, Deutsche
Bank, Goldman Sachs, HSBC, JP Morgan Chase, Julius Baer, Mor-
gan Stanley, and Nomura.

Overall, total compensation for GEB members is targeted at
market pay for market performance.
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Comparability assessment against main peers

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

criteria are summarized in the table below:

Business Geographic Competitors HQ location: HQ location:
Firm Size' mix? mix3 for talent* regulatory® geographical®
Bank of America (@) © (@) [ © ©
Barclays © © [ [ © ©
BNP Paribas © (@) © © o ©
Citigroup (@) (@) © [ © ©
Credit Suisse [ [ [ [ [ J o
Deutsche Bank [ () () [ O o
Goldman Sachs () (@) () () () O
HSBC (0] (@) () o () ()
JP Morgan Chase @) @) @) [ O ©
Julius Baer (0] @) @) © [ [
Morgan Stanley [ [ © [ © ©
Nomura O © (@) () © O

[ J Mostly comparable ()] Moderately comparable O Less comparable

1 Size: evaluated in terms of revenue, profitability, assets and number of employees. This would potentially impact management complexity outside of the impact of product mix and geographical.
in terms of type and size of major businesses. This would impact pay strategy/levels and approach and, importantly, risk profile.
4 Competitors for talent: firms from which UBS recruits and/or firms which recruit from UBS.
6 HQ location/geographical: culture and practice that impacts pay strategy/levels.

Headquarters (HQ) perspective. Impacts executive role definition and management complexity.
impact of the regulatory environment based on home regulator.

2014 deferral of performance awards and vesting of
awards granted in prior years impacted by performance
conditions

At least 80% of a GEB member’s performance award is deferred
and is only granted following shareholder approval on the overall
performance award pool at the AGM. For performance year
2014, a minimum of 50% of the overall performance award is
granted under the Equity Ownership Plan (EOP), which vests in
three equal installments from year 3 to 5, subject to performance
conditions being met.

The remaining 30% is granted under the Deferred Contingent
Capital Plan (DCCP). Under the DCCP, GEB members are awarded
notional additional tier 1 (AT1) instruments that vest in year 5,
with discretionary annual interest payments. In addition to a
phase-in tier 1 capital ratio trigger of 10%, DCCP awards granted
to GEB members are subject to a further performance condition.
If UBS does not achieve an adjusted Group profit before tax for
any year during the vesting period, GEB members forfeit 20% of
the award for each loss-making year. This means that 100% of
the award is subject to risk of forfeiture in addition to the phase-in
tier 1 capital ratio trigger.

For each GEB member, a maximum of 20% of the overall per-
formance award can be paid out in the form of immediate cash,
subject to a cap of CHF/USD 1 million (or local currency equiva-

14

2 Business mix:
3 Geographic mix: evaluated not only in terms of mix, but also from a European
5 HQ location/regulatory:

lent). Any amount beyond this cap is granted in notional shares
under the EOP. In addition, for GEB members who are considered
UK Code Staff for the year 2014, 50% of any immediate cash
must be delivered in vested shares which are blocked for six
months and each EOP installment vesting on 1 March of years 3
to 5 will be subject to additional blocking for a further six months.

The average deferral period for deferred awards for GEB mem-
bers in 2014 is 4.4 years (in line with 2013). Our compensation
plans have no upward leverage, such as multiplier factors, and
therefore do not encourage excessive risk-taking.

The HRCC has determined that 56% of the Performance Eg-
uity Plan (PEP) 2012 for GEB members was forfeited as a result of
the economic profit and total shareholder return targets not be-
ing fully achieved. All other awards for GEB members due to vest
in March 2015 will vest in full based on the performance condi-
tions having been met.

-> Refer to the “Our deferred variable compensation plans” section

in this report for more information
- Refer to the “Our compensation model for employees other than
GEB members” section in this report for more information on UK
Code Staff

- Refer to the “Vesting of outstanding awards granted in prior
years impacted by performance conditions” section in this report
for more information



Overview of the compensation process for the Group CEO and the other GEB members

The HRCC is involved in all stages of the performance and compensation decision-making process for the Group CEO

and the other GEB members, with final approval by the BoD

Objective setting Weight- Performance assessment

ing

Compensation decisions Delivery

Quantitative measures Quantitative measures

The quantitative measures
are based on Group, business
division, regional and/or
functional performance,
depending on the role of the
GEB member

The quantitative measures are assessed
based on actual results, with the HRCC
determining the score

Targets for quantitative
measures are based on
the strategic plan

Qualitative measures Qualitative measures

The HRCC determines to what extent
the GEB member has met each of the
following qualitative measures, resulting
in an overall rating:

Pillars

— Capital management

— Efficiency & effectiveness

— Risk management

Principles

— Client focus

— Sustainable performance

— Excellence

Behaviors

— Integrity

— Collaboration

— Challenge

The qualitative measures
assess how the executive
achieves the financial results

1 See graph for scorecard for the Group CEO on the following pages.

Share ownership requirements: aligning GEB members’
interests with those of our shareholders

We require the Group CEO to hold a minimum of 500,000 UBS
shares and other GEB members to hold a minimum of 350,000
UBS shares. These shareholdings must be built up within five years
from the date a GEB member is appointed and must be retained
for as long as the GEB member remains in office. The number of
UBS shares held by each GEB member is determined by adding
any vested or unvested shares to privately held shares. GEB mem-

Performance award is paid in a shorter-
term, immediate cash performance
award and in a longer-term deferred
performance award which is deferred
up to five years

When determining actual pay levels, the
following is factored in by the HRCC:

— scorecard" result

— market value

— internal valuation

— other parameters deemed relevant

Target total compensation is reviewed
against the market value of the respective
role. The HRCC's final compensation
recommendations for GEB members are
based on the scorecards, the assessment
against the market value for the role,

and the Group CEQ’s recommendation
(the Group CEO makes no recommen-
dation on his own award).

Final decision is at the discretion of
the BoD.

2015 2016 2017 2018 2019 2020

500,000 shares for Group CEO
350,000 shares for other GEB members

bers are not permitted to sell their UBS shares until the above-
mentioned thresholds have been reached. At the end of 2014, all
GEB members had met the required share ownership level.

Overview of GEB compensation determination process
The illustration above shows how GEB compensation is deter-
mined under the governance and oversight of the HRCC and the

BoD.
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2014 compensation for the Group Chief Executive Officer

As described earlier in this section, the performance awards for
the Group CEO, Sergio P. Ermotti, and each member of the GEB
are based on the achievement of both quantitative targets and
qualitative performance objectives.

In Mr. Ermotti's performance assessment, there is a 65%
weighting for quantitative performance based on Group financial
performance, and a 35% weighting based on his performance
against qualitative measures.

The table below summarizes the criteria according to which
Mr. Ermotti’s performance was assessed as Group CEO for 2014
by the full BoD.

The BoD recognized that under Mr. Ermotti’s continuing sound
leadership, the Group’s financial performance for 2014 was
strong although tempered by charges for provisions for litigation,
regulatory and similar matters, as outlined in the “2014 perfor-
mance and compensation funding” section of this report. The
BoD also considered the continued reduction in RWA, where
progress was ahead of target, and further improvements in the
firm’s fully applied Basel lll CET1 capital ratio as important achieve-
ments. In addition, UBS's book value increased from CHF 12.74

Scorecard for the Group CEO

per share at year-end 2013 to CHF 13.94 per share at year-end
2014, representing a 9% increase.

The BoD also noted that, under Mr. Ermotti’s leadership, the
firm continued to reach key milestones in the ambitious strategic
transformation of the bank. The BoD was pleased that Mr. Ermotti
successfully steered the firm through turbulent market conditions,
demonstrating the strength and resilience of the firm’s strategy
and operating model as well as the value of continued de-risking
of businesses and the emphasis on our wealth management
capabilities globally. The BoD also appreciated the disciplined
manner in which he worked to address legacy issues and posi-
tively acknowledged his proactive and personal engagement not
only in the review and investigatory process, but also in reaching
resolutions with several regulatory authorities, as well as putting
in place processes to ensure appropriate remediation.

Net profit attributable to UBS shareholders was CHF 3.5 billion,
up 9% compared with 2013. Further, the Group return on equity
increased to 7.0%. UBS further enhanced its position as one of
the world’s best-capitalized banks, exceeding its year-end capital
ratio targets, combining an ambitious capital strategy with disci-
plined execution. Tier 1 capital ratio targets were achieved ahead
of schedule, including being above the post-stress capital ratio tar-

Group Group RoE 7.0%

(65%)
Group profit before tax? CHF 5 billion
Basel 11l CET1 capital ratio (fully applied) 13.4%3

Capital management, efficiency & effectiveness,
risk management, client focus, sustainable performance,
excellence, integrity, collaboration, challenge

1 Quantitative measures and target levels were based on internal performance objectives in our 2014 Operating Plan.

tory and similar matters. 3 Additionally above the objective of 10% on a post-stress scenario basis.
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2 Adjusted Group profit before tax excluding certain charges for provisions for litigation, regula-



get of 10%, while increasing dividend accruals for shareholders.
The firm surpassed its Basel Ill RWA reduction target for the year
and also continued to successfully deleverage its balance sheet.
The firm’s Basel lll funding, liquidity and leverage ratios remained
comfortably above regulatory requirements in 2014.

In a challenging environment, UBS's business divisions demon-
strated strong performance throughout the year. UBS further
strengthened its position as the world’s largest Wealth Manager,
successfully targeting the fastest growing wealth segments and
high-quality revenues. Clients continued to have great confi-
dence in UBS’s strategy, as demonstrated, for example, by NNM
inflows into the firm’'s wealth management businesses.

Mr. Ermotti drove strong performance against the key quanti-
tative metrics, as outlined above, even after litigation provisions
are considered.

Regarding the qualitative measures, the BoD considered the
progress of the cultural change in the bank under Mr. Ermotti’s
leadership. The UBS principles and behaviors have been embed-
ded deeper into the organization and have become an important
element of the firm’s promotion and compensation consider-
ations. The BoD’s performance assessment also recognized his
drive to build a strong risk management culture with more effec-
tive operational risk management, a stronger compliance function
and a comprehensive end-to-end control environment, all of
which are essential in supporting UBS’s sustainable success.

In addition to the strategic, quantitative and qualitative accom-
plishments noted above, the BoD also recognized Mr. Ermotti’s
leadership in the transformation of the Group legal structure to
meet future regulatory requirements, with the establishment of
UBS Group AG as a first step.

Reflecting Mr. Ermotti’s overall achievements in 2014, and in-
cluding consideration of the impact of litigation provisions, the
BoD approved the proposal by the HRCC (subject to shareholder
approval as part of the aggregate GEB 2014 variable compensa-
tion) to grant him a performance award of CHF 8.4 million,
bringing his total compensation for the year (excluding benefits
and contributions to his retirement benefit plan) to CHF 10.9 mil-
lion. Additionally, the BoD approved the recommendation that
the Group CEO would not receive an immediate cash perfor-
mance award and that any approved performance award would
instead be delivered 100% in deferred instruments subject to
performance conditions. The performance award therefore will
be deferred under EOP (70% of his performance award) and un-
der DCCP (30% of his performance award). The future actual
payouts under EOP and DCCP are dependent upon the firm’s
future performance, as described in more detail in later sections.

- Refer to the “Our deferred variable compensation plans for

2014" section of this report for more information on about the
terms of our deferred variable compensation plans
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Total compensation for GEB members for the performance
years 2014 and 2013

The table on the next page shows the total compensation for GEB
members for the performance years 2014 and 2013. At the AGM
2015, UBS’s shareholders will vote on the overall 2014 GEB per-
formance award pool.

- Refer to the “Our compensation governance framework” section
of this report for more information on the shareholders’ vote
scheme in relation to GEB compensation

- Table: “Total compensation for GEB members for the perfor-
mance years 2014 and 2013"

- Refer to the “Supplemental information” section of this report
and “Note 34 Related parties” in the “Financial information”
section of the Annual Report 2014 for information on vested and
unvested shares and options for GEB members
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Employment contracts

The employment contracts of the GEB members do not include
special severance terms, sometimes referred to as golden para-
chutes, or supplementary pension plan contributions. All employ-
ment contracts for GEB members are subject to a notice period of
six months. If a GEB member leaves the firm before the end of a
performance year they may be considered for a discretionary per-
formance award based on their contribution during that perfor-
mance year in line with the approach outlined earlier in this
report. Such awards are at the full discretion of the BoD, which
may decide not to grant any awards.

Loans

In line with article 38 of our Articles of Association, GEB mem-
bers 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 employees, including
interest rates and collateral, and neither involve more than the
normal risk of collectability nor contain any other unfavorable
features for the firm. The total amount of such loans shall not
exceed CHF 20 million per GEB member.

- Refer to the “Supplemental information” section and “Note 34
Related parties” in the “Financial information” section of the
Annual Report 2014 for more information on loans granted to
current and former GEB members

- Refer to our corporate governance website at www.ubs.com/
governance for more information



Total compensation for GEB members for the performance years 2014 and 2013

CHE except where indicated’

Annual Annual Total Total fixed
Contribution Total fixed performance  performance variable and vari-
to retirement compen-  Immediate award under award under ~ compen-  able com-
Name, function For the year  Base salary? benefits plan® Benefits* sation cash® EOP® DCCP? sation pensation®
Sergio P. Ermotti, Group CEO 2014 2,500,000 202,822 60,525 2,763,347 0 5880000 2,520,000 8,400,000 11,163,347
Ighestpai) .
Sergio P. Ermotti, Group CEO 2013 2,500,000 202,822 127,300 2,830,122 1,000,000 4,530,000 2,370,000 7,900,000 10,730,122
Andrea Orcel, President
Investment Bank (highest-paid) 2013 1,500,000 202,822 727,048 2,429,870 1,000,000 5,300,000 2,700,000 9,000,000 11,429,870
Aggregate of all GEB members 2014 19,090,186 1,343,168 1,224,633 21,657,987 8,423,177 32,459,299 17,521,060 58,403,535 80,061,523
who were in office attheend  ---------- e T T
of the year® 2013 16,873,360 1,347,784 1,548,784 19,769,927 9,949,062 33,894,646 18,790,161 62,633,869 82,403,796
Aggregate of all GEB 2014 0 0 0 0 0 0 0 0 0
members WhO stepped .....................................................................................................................................................
down during the year' 2013 0 0 0 0 0 0 0 0 0

1 Local currencies are converted into CHF using the exchange rates as detailed in “Note 36 Currency translation rates” in the “Financial information” section of the Annual Report 2014. 2 Includes role-based allowances
that have been made in line with market practice in response to the EU Capital Requirements Directive of 2013 (CRD IV). 3 This figure includes the portion related to the employer’s contribution to the statutory pen-
sion scheme. 4 Benefits are all valued at market price. 5 Under the 2014 and 2013 compensation framework, up to 20% of the performance award is paid out in immediate cash, subject to a cash cap of CHF/USD
1 million. The BoD approved the recommendation that the Group CEO would not receive an immediate cash performance award for 2014. As a consequence, his entire performance award will be deferred. Due to ap-
plicable UK Prudential Regulation Authority remuneration code, the immediate cash includes blocked shares for Andrea Orcel. 6 For EOP awards for the performance year 2014, the number of shares to be allocated at
grant (on 8 May 2015), subject to shareholder approval, is determined by dividing the amount by CHF 16.50 or USD 17.41, the average closing share price of UBS Group AG shares over the last ten trading days in Feb-
ruary 2015. For 2013, the value was CHF 18.60 and USD 20.88 based on the average closing share price of UBS AG shares over the ten trading days prior to and including the grant date which was 28 February 2014.
7 DCCP awards for 2014 to be granted on 8 May 2015, subject to shareholder approval, are due to vest in March 2020. The amount reflects the amount of the notional additional tier 1 (AT1) instrument excluding future
notional interest. For DCCP awards for the performance year 2014, the notional interest rate is set at 7.125% for awards denominated in USD and 4.000% for awards denominated in CHF. For DCCP awards for the per-
formance year 2013, the notional interest rate is set at 5.125% for awards denominated in USD and 3.500% for awards denominated in CHF. & This figure excludes the portion related to the legally required employer’s
social security contributions for 2014, which are estimated at grant for CHF 3,689,582, of which CHF 704,077 for the highest-paid GEB member. The legally required employee’s social security contributions are included
in the amounts shown in the table above, as appropriate. 9 10 GEB members were in office on 31 December 2014 and 11 GEB members were in office on 31 December 2013, respectively. 10 During the years of 2014
and 2013 no GEB members stepped down.

Fixed and variable compensation for GEB members'

Total for the

Total for the year year ended
ended 2014 Not deferred Deferred? 20133
CHF million, except where indicated Amount % Amount % Amount % Amount

Total compensation

Deferred Contingent Capital Plan (DCCP) 18 23 0 18 100 19

1 The figures refer to all GEB members in office in 2014. 2 This is based on the specific plan vesting and reflects the total award value at grant which may differ from the accounting expenses. 3 2013 figures as
reported in Annual Report 2013. 4 Includes base salary and role-based allowances, rounded to the nearest million. 5 Includes allocation of vested but blocked shares, in line with UK Prudential Regulation Authority
remuneration code.
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2014 compensation for the Board of Directors

Board of Directors (BoD) members receive fixed fees for their services, 50% of which they must use to purchase blocked
UBS shares. Alternatively, they may elect to purchase blocked UBS shares using 100% of their fees. BoD members do not
receive variable compensation. This reinforces their focus on long-term strategy, supervision and governance, and helps
them remain independent of the firm’s senior management. The Chairman, as a non-independent BoD member, receives
a cash payment, UBS blocked shares and benefits. At the Annual General Meeting (AGM) 2015, UBS’s shareholders will
vote on the maximum aggregate amount of remuneration for the BoD, including compensation for the Chairman, for
the period from the AGM 2015 to the AGM 2016. The invitation to the AGM 2015 will set out the proposed aggregate

maximum amount.
Chairman of the BoD

As described in our 2013 Compensation Report, the HRCC has
changed the contract for the Chairman to cap his total compen-
sation at last year’s amount of CHF 5.7 million. As this change
became effective in May 2014, his total compensation for 2014
was a combination of four months under the old contract and
eight months under the new contract. This corresponds to a cash
payment of CHF 3 million and a share component of CHF
2,566,672, delivered in 155,556 UBS shares blocked from distri-
bution for four years (at a share price of CHF 16.50). Accordingly,
his total compensation, including benefits and pension fund con-
tribution for his service as Chairman for the full year of 2014 was
CHF 5,939,851 (down 2% from last year).

The share component ensures that the Chairman’s pay is
aligned with the longer-term performance of the firm. The Chair-
man’s service agreement does not provide for special severance
terms, nor supplementary contributions to pension plans. Bene-
fits for the Chairman are in line with local practices for other
employees. The HRCC annually approves the Chairman’s com-
pensation taking into consideration fee and/or compensation
levels for comparable roles outside UBS.

Independent BoD members

With the exception of the Chairman, all BoD members are
deemed to be independent directors and receive fixed base fees
of CHF 325,000 for each year of service. In addition to the base
fee, independent BoD members receive fees known as commit-
tee 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 receive an additional retainer
of CHF 250,000. As noted above, independent BoD members
are required to use a minimum of 50% of their fees to purchase
UBS shares that are blocked for four years. However, they may
elect to use 100% of their fees to purchase blocked UBS shares.
In all cases, the number of shares that independent BoD mem-
bers are entitled to receive is calculated with a discount of 15%
below the market price prevailing at the time of issuance. In ac-
cordance with their roles, independent BoD members do not
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receive performance awards, severance payments or benefits.
Base fees, committee retainers and any other payments to be
received by independent BoD members are subject to an annual
review with a proposal being submitted by the Chairman of the
BoD to the HRCC, which in turn submits a recommendation to
the BoD for approval. The BoD proposes the aggregate amount
of BoD remuneration, including compensation for the Chair-
man, from AGM to AGM to shareholders for their approval.

The Remuneration details and additional information for inde-
pendent BoD members table shows the remuneration received by
independent BoD members between the AGM 2014 and 2015.
Fees have remained unchanged during this period, and have been
broadly flat since 1998. Remuneration levels for BoD members
other than the Chairman ranged from CHF 475,000 to CHF
1,075,000. Total remuneration for the independent BoD mem-
bers for the period between the AGM 2014 and AGM 2015 was
CHF 7,100,000, down 7% year-on-year due to 10 independent
BoD members in office in the reporting period compared with 11
independent BoD members in office in the prior year period.

In accordance with BoD compensation practice, one BoD
member chose to use 100% of his fees, less applicable deduc-
tions, to purchase blocked UBS shares.

Loans

In line with article 33 of our Articles of Association, loans to inde-
pendent BoD members are made in the ordinary course of busi-
ness at general market conditions. The Chairman, as a non-inde-
pendent member may receive a loan in the ordinary course of
business on substantially the same terms as those granted to UBS
employees, including interest rates and collateral, and neither in-
volve more than the normal risk of collectability nor contain any
other unfavorable features for the firm. The total amount of such
loans shall not exceed CHF 20 million per BoD member.

- Refer to the “Supplemental information” section of this report
and “Note 34 Related parties” in the “Financial information”
section of the Annual Report 2014 for more information on loans
granted to current and former BoD members

-> Refer to our corporate governance website at www.ubs.com/
governance for more information



audited | Total payments to BoD members

CHE except where indicated’ For the year Total?
Aggregateofall BoDmembers 2014 13039851
2013 13,694,516

1 Local currencies are converted into CHF using the exchange rates as detailed in “Note 36 Currency translation rates” in the “Financial information” section of the Annual Report 2014. 2 This figure includes social
security contributions paid by the BoD members, but excludes the portion related to the legally required social security contributions paid by UBS, which for 2014 are estimated at grant at CHF 623,790. A

audited | Compensation details and additional information for non-independent BoD members

CHF, except where indlicated’

Contributions

Annual share to retirement
Name, function? For the year Base salary award? Benefits* benefit plans® Total®
Axel A. Weber, Chairman 2014 3,000,000 2,566,672 113,109 260,070 5,939,851

2013 2,000,000

1 Local currencies are converted into CHF using the exchange rates as detailed in “Note 36 Currency translation rates” in the " Financial information” section of the Annual Report 2014. 2 Axel A. Weber was the only
non-independent member in office on 31 December 2014 and on 31 December 2013 respectively. 3 These shares are blocked for four years. 4 Benefits are all valued at market price. 5 This figure includes the
portion related to UBS's contribution to the statutory pension scheme. 6 This figure excludes the portion related to the legally required social security contributions paid by UBS for 2014, which are estimated at grant
to CHF 363,488. The legally required social security contributions paid by the non-independent BoD members are included in the amounts shown in the table above, as appropriate. 4.
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Remuneration details and additional information for independent BoD members

CHE except where indicated’

=] =]

g B E @

= P = 1)

£ %'ég g.?g SSy =

. S EEE % EE 22E =« period Committee Additional Share  Number of

Name, function? I TOO O=0 UxU == AGMtoAGM Base fee  retainer(s)  payments Total® percentage* shares®®
Michel Demaré, M M M 2014/2015 325,000 400,000 250,0007 975,000 50 34,746
Vie Chaman W e 2013208 2500 400000 20000 975000 50 3084
David Sidwell, M 2014/2015 325,000 500,000 250,000 1,075,000 50 38,310
Seior ndependert Director W Caom0m asom s 200000 1075000 50 3397
Reto Francioni, M M 2014/2015 325,000 150,000 475,000 50 16,928
member el e 0132014 ; 25000 ....... 50000 .................. 375000 ......... o : 1859 .
Rainer-Marc Frey, 2014/2015 - - - - -
former member e - - 0132018 ; 25000 ...... ; 00000 .................. 625000 ......... e 37394 .
Ann F. Godbehere, M C 2014/2015 325,000 500,000 825,000 50 29,401
member oo - SR R 20132014 ; 25000 ...... 500000 .................. s2s000 o 26091 .
Axel P. Lehmann, M 2014/2015 325,000 200,000 525,000 100 35,388
member e . 20132014 ; 25000 ....... 200000 .................. 55000 o 31403 .
Helmut Panke, M M 2014/2015 325,000 300,000 625,000 50 22,273
member e - . 0132014 ; 25000 ....... ; 00000 .................. 625000 o 19765 .
William G. Parrett, C M 2014/2015 325,000 350,000 675,000 50 24,055
member P R e 0132014 ; 25000 ....... ; 50000 .................. 675,000 .......... o 21347 .
Isabelle Romy, M M 2014/2015 325,000 300,000 625,000 50 22,273
member o R 3 SRS 0132014 ; 25000 ....... ; 00000 .................. 625000 .......... o 19765 .
Beatrice Weder di Mauro, M M 2014/2015 325,000 400,000 725,000 50 25,837
member o B . 013/201a 325000 L 400000 .................. 725000 .......... o 22928 .
Joseph Yam, M M 2014/2015 325,000 250,000 575,000 50 20,491
member el . - 013/201a 325000 ....... ; 50000 .................. 575000 .......... o 18184 .
Total 2014/2015 7,100,000
Total 2013/2014 7,625,000

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

1 Local currencies are converted into CHF using the exchange rates as detailed in “Note 36 Currency translation rates” in the “Financial information” section of the Annual Report 2014. 2 There were 10 independent
BoD members in office on 31 December 2014. Rainer-Marc Frey did not stand for re-election at the AGM on 7 May 2014. There were 11 independent BoD members in office on 31 December 2013. Reto Francioni was
appointed at the AGM on 2 May 2013, and Wolfgang Mayrhuber did not stand for re-election at the AGM on 2 May 2013. 3 This figure excludes UBS's portion related to the legally required social security contribu-
tions which for the period from the AGM 2014 to the AGM 2015 are estimated at grant to CHF 260,302. The legally required social security contributions paid by the independent BoD members are included in the
amounts shown in the table above, as appropriate. 4 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. 5 For 2014, UBS Group AG shares, valued at CHF 16.50 (average price of UBS Group AG shares at SIX Swiss Exchange over the last 10 trading days of February 2015), were granted with a price discount
of 15% for a new value of CHF 14.03. These shares are blocked for four years. For 2013, UBS AG shares, valued at CHF 18.60 (average price of UBS AG shares at SIX Swiss Exchange over the last 10 trading days of Feb-
ruary 2014), were granted with a price discount of 15% for a new value of CHF 15.81. These shares are blocked for four years. & Number of shares is reduced in case of the 100% election to deduct social security
contributions. All remuneration payments are subject to social security contributions/withholding tax. 7 This payment is associated with the Vice Chairman or the Senior Independent Director function, respectively.
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Our compensation governance framework

Ensuring we have strong governance and oversight of our compensation process is the responsibility of the Human
Resource and Compensation Committee (HRCC). The HRCC is a committee of the Board of Directors (BoD) and consists
of four independent BoD members who are elected annually by the Annual General Meeting (AGM).

Human Resources and Compensation Committee

As determined in the Articles of Association and the Organiza-

ti
b

on Regulations of the firm, the HRCC serves as the supervisory
ody for our human resources and compensation policies. The

HRCC ensures that we have appropriate governance and

(0]

versight of our compensation process, that we have strong

correlation between pay and performance, and that our com-

p
ri

B

ensation system does not encourage inappropriate or excessive
sk-taking.
Among its other responsibilities, the HRCC, on behalf of the
oD
reviews our Total Reward Principles
annually reviews and approves the design of the compensation
framework, including compensation programs and plans
reviews performance award funding throughout the year and
proposes the final performance award pool to the BoD for ap-
proval

Activities of the HRCC for 2014/2015

together with the Group CEO, establishes performance tar-
gets, evaluates performance and proposes base salaries and
annual performance awards for other GEB members to the
BoD, which approves the total compensation of each GEB
member

together with the Chairman of the BoD, establishes perfor-
mance targets, evaluates performance and proposes the com-
pensation for the Group CEO to the BoD

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

proposes, together with the BoD, the maximum aggregate
amounts of compensation for the BoD and for the GEB, to be
submitted for approval by the AGM

reviews the Compensation Report and approves any material
public disclosures of compensation matters

For 2014, the HRCC spent a considerable amount of time on compensation-related matters. Besides their regular activities in relation to their role and responsibility, they also reviewed

2014 specific compensation-related topics.

— Regular review of the accruals and full-year forecast for the performance award pool

funding

— Based on a balanced scorecard, establishment and review of the achievement of the
quantitative and qualitative performance targets for each GEB member, including the
Group CEOQ, and informing the BoD on the assessment as the basis for approval of the
respective individual variable performance awards for the GEB members, including the
Group CEO

— Review and recommendation of the remuneration of the BoD members (including the
Chairman) and of the compensation of the GEB (including the Group CEQ), respectively

— Review of the performance achievement in respect of the vesting of awards which
contain specific performance conditions under the UBS compensation plans

— Monitoring of market trends and regulatory developments in compensation matters and
review of any proposals related to the implementation of the compensation framework
for both GEB members and other employees

— Review and approval of the UBS peer group for executive compensation benchmarking
purposes

— Periodic engagement with the Risk Committee to review risk management in the
compensation processes

— Regular engagement in stakeholder communication on compensation-related matters

— Ensuring the preparation of the annual Compensation Report for UBS shareholders

— Review of governance matters, such as the HRCC charter and its roles and responsi-
bilities under UBS's Organization Regulations

— Monitoring of progress in relation to specific human capital topics within UBS, for
example, diversity

— Detailed review and advice on the impact of matters related to our foreign exchange
business to ensure that this was appropriately reflected in the final disciplinary decisions
and in the related compensation decisions

— Review the impact of the UBS share-for-share exchange on our deferred compensation
plans

— Regular engagement with key regulators on compensation matters

— Review and approval of the compensation-related proposals in relation to the implemen-
tation of the Ordinance against Excessive Compensation in Listed Stock Corporations
(binding say-on-pay vote)

— Review and approval of the compensation-related proposals in relation to the implemen-
tation of the Capital Requirements Directive IV regime

— Review and approval of any compensation framework-related changes such as the
modifications to DCCP to make these awards additional tier 1 capital compliant
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The HRCC meets at least four times a year. In 2014, the HRCC
held seven meetings and three conference calls for UBS AG and
one meeting and one telephone conference for UBS Group AG
with an average attendance of 88%. The Chairman of the BoD
and the Group CEO were present at all meetings, however, they
were absent during discussions related to their own compensa-
tion. The Chairperson of the HRCC may also invite other execu-
tives to join the meeting in an advisory capacity. No individual is
allowed to attend meetings during which specific decisions will be
made about their own compensation. Such decisions are at the
discretion of the HRCC and the BoD.

Following such meetings the Chairperson of the HRCC reports
to the BoD on the activities of the HRCC and the matters debated.
In addition, where necessary, the Chairperson submits proposals
for approval by the full BoD. The minutes of HRCC meetings are
made available to all members of the BoD.

On 31 December 2014, the HRCC members were Ann F.
Godbehere, who chairs the committee, Michel Demaré, Reto
Francioni and Helmut Panke.

External advisors
The HRCC may retain external advisors to support it in fulfilling its

duty. In 2014, Hostettler, Kramarsch & Partner provided impartial
advice on compensation matters. The company holds no other

Compensation authorities

mandates with UBS. The compensation consulting firm Towers
Watson, appointed by Human Resources, continued to provide
the HRCC with data on market trends and benchmarks, including
in relation to GEB and BoD compensation. Various subsidiaries of
Towers Watson provide similar data to Human Resources in rela-
tion to compensation at lower levels of the organization. Towers
Watson holds no other compensation-related mandates with
UBS.

The Risk Committee’s role in compensation

We are engaged in a risk management business and our success
depends on prudent risk-taking. We will not tolerate inappropri-
ate behavior that can harm the firm, its reputation or the interests
of our various stakeholders. The Risk Committee, a BoD commit-
tee, works closely with the HRCC to ensure our approach to com-
pensation reflects proper risk management and control. The Risk
Committee supervises and sets appropriate risk management and
control principles and receives regular briefings on how risk is
factored into the compensation process. It also monitors Risk
Control’s involvement in compensation and reviews risk-related
aspects of the compensation process.
-> Refer to our corporate governance website at www.ubs.com/
governance for more information

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 HRCC and Chairman of the BoD BoD' Chairman of the BoD
(remuneration system and fees)

Group CEO HRCC and Chairman of the BoD

Other GEB members HRCC and Group CEO

Respective GEB member together with

Key Risk Takers
functional management team

Variable compensation
recommendations developed by

Respective GEB member together with
functional management team

Recipients
Employees

BoD'

BoD'

Divisional pools: HRCC
Overall pool: BoD

Approved by

Divisional pools: HRCC
Overall pool: BoD

1 Aggregate compensation for the GEB and aggregate remuneration for the BoD are subject to shareholder approval.
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Shareholder engagement and say-on-pay vote at the AGM

The BoD and the HRCC are committed to maintaining an ongoing
dialogue with our shareholders to ascertain their perspectives on
developments and trends in compensation matters. In this con-
text, we implemented the annual advisory vote on the Compen-
sation Report already in 2009 to provide shareholders with the
opportunity to express their views on our compensation frame-
work for the GEB members and the BoD.

Beginning with the AGM 2015, and in line with the Swiss Or-
dinance against Excessive Compensation in Listed Stock Corpora-
tions, we will also seek binding shareholder approval of the ag-
gregate compensation for the GEB and aggregate remuneration
for the BoD.

Say-on-pay — Compensation-related votes at the AGM 2015

The say-on-pay requirements provided for in the Articles of As-
sociation (AoA) were approved at the AGM 2014.

The BoD believes that prospective approval of the fixed re-
muneration for the BoD and the GEB provides the firm and its
governing bodies with the certainty needed to operate effectively.
Further, the shareholders’ approval of the GEB’s variable compen-
sation retrospectively is consistent with the alignment of the total
compensation for the GEB to performance and contribution and
to developments in the market landscape. The combination of the
binding votes on compensation and the advisory vote on the
compensation framework reflects our full commitment to ensur-
ing that our shareholders have a true say-on-pay.

The table below provides details on the elements subject to
shareholder approval at the AGM 2015. Further details on these
votes will be provided in the invitation to the AGM 2015.

The BoD proposes that the shareholders prospectively approve the maximum aggregate amount of remuneration for the BoD
for the period from AGM 2015 to AGM 2016. This ensures that the term of office and the compensation period are aligned.
The AGM 2015 invitation will set out the amount and details.

The BoD proposes that the shareholders prospectively approve the maximum aggregate amount of fixed compensation for the GEB
for the financial year 2016. The AGM 2015 invitation will set out the amount and further details.

The BoD proposes that the shareholders retrospectively approve the aggregate amount of variable compensation
of the GEB for the performance year 2014. The AGM 2015 invitation will set out the amount and further details.

The BoD proposes that the shareholders approve the Compensation Report 2014. This provides us with valuable feedback
on our compensation practice in relation to the Compensation Framework 2014, governance and policy.
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Under the new say-on-pay provisions in
Switzerland, shareholders of Swiss-listed
companies have more influence over
board and management compensation.
This is achieved by means of an annual
binding say-on-pay vote and additional
provisions in the Articles of Association
(A0A). The Group's revised AoA were
approved at the AGM 2014 and include
the following provisions related to
compensation:

Say-on-pay: The AGM shall approve the
proposals of the BoD in relation to the
maximum aggregate amount of compen-
sation of the BoD for the period until the
next AGM, the maximum aggregate
amount of fixed compensation of the GEB
for the following financial year and the
aggregate amount of variable compensa-
tion of the GEB for the preceding financial

year. The BoD may submit for approval
deviating or additional proposals. In the
event the AGM does not approve a
proposal the BoD shall determine, taking
into account all relevant factors, an
aggregate amount or partial amounts for
subsequent approval by shareholders.

Principles of compensation: compensation
of the BoD comprises a base remunera-
tion and may comprise other compensa-
tion elements and benefits. Compensa-
tion of the GEB consists of fixed and
variable compensation elements. Variable
compensation elements depend on
guantitative and qualitative performance
measures as determined by the BoD.
Remuneration of the BoD and compensa-
tion of the GEB may be paid or granted in
the form of cash, shares, financial
instruments or units, in kind or in the

form of benefits. The BoD determines the
key features such as grant, vesting,
exercise and forfeiture conditions and
applicable harmful acts provisions.

Additional amount for GEB members
hired after the vote on the aggregate
amount of compensation by the AGM: for
the compensation of GEB members who
will be appointed after the approval of
compensation by the AGM, and to the
extent that the aggregate amount of
compensation as approved does not
suffice, an amount of up to 40% of the
average of total annual compensation
paid or granted to the GEB during the
previous three years is available without
further approval of the AGM.

-> Refer to our corporate governance

website at www.ubs.com/governance

Say-on-pay - Time-based delineation of BoD remuneration/GEB compensation, subject to shareholder approval

The following chart shows the prospective and retrospective elements of the say-on-pay votes

Shareholder approval requested at the AGM 2015
Aggregate BoD remuneration (AGM 2015 to AGM 2016)

Aggregate 2014 variable compensation for the GEB

Advisory vote on the 2014 Compensation Report

® Voting at the AGM 2015
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Our compensation model for employees
other than GEB members

We view compensation as a means to align employees’ long-term interests with those of our clients, share- and debt-
holders. Throughout the firm, the effect that an employee’s role has on contributing to greater sustainable performance
for UBS is a key factor in determining compensation. Our Total Reward Principles directly influence how we structure
compensation. We strive to find the right balance of return for both our employees and our stakeholders. The elements
that generally make up an employee’s total reward typically consist of a base salary, a performance award and pension
contributions and benefits. The performance award may comprise a shorter-term immediate cash performance award
and a longer-term deferred performance award. This balanced mix of shorter-term and longer-term compensation
encourages appropriate risk-taking and behaviors that produce sustainable performance.

Total Reward Principles Base salary

Our compensation framework is based on our Total Reward Prin-  Employees’ base salaries reflect their skills, role, and experience,
ciples, particularly in terms of integrating risk control and manag-  as well as local market practices. They are fixed and usually paid
ing performance, as well as in specifying how we structure our monthly or semi-monthly. Since 2011, salary increases have been
compensation and performance award pool funding. Our Total limited. We offer our employees competitive base salaries, al-
Reward Principles reflect our focus on pay for performance, sus- though salary levels will vary greatly between functions and loca-
tainable profitability, sound governance and risk awareness, and  tions. With effect from March 2015, total base salaries were in-
support the firm’'s strategy by promoting and rewarding behaviors  creased by CHF 128 million, or 2.0%. Such increases will continue
that enhance the firm’s position and reputation. to be focused on those employees who were promoted, those
with scarce or in-demand skillsets, or those who delivered a very
strong performance or took on increased responsibilities.

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 globally, but may vary in certain
locations due to local laws and regulations.

Attract and engage
a diverse, talented
workforce

Total
Reward
Principles

Support Align reward

:zgr:g:i?;ﬁed with sustainable
f
risk-taking performance

Allocation of per- At least 50% of performance
formance award based award deferred and at risk of
on performance forfeiture for senior employees

Funding based on

profitability
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As a firm, we focus on total compensation. For example, 2014
performance award pools take account of salary increases granted
earlier in the year. We will continue to review salaries and perfor-
mance awards in light of market developments, performance, af-
fordability and our commitment to deliver sustainable returns to
our shareholders.

In addition to a base salary, some regulated employees may
receive a role-based allowance as described in the UK Code Staff
section of this report. The introduction of this allowance repre-
sents a shift in the compensation mix between fixed and variable
compensation and is not an increase in total compensation.

Pensions, benefits, and employee share purchase program

We offer certain benefits such as health insurance and retirement
benefits. While these benefits may vary depending on the em-
ployee’s location, they are competitive within each of the markets
in which we operate.

While pension contributions and pension plans vary across
locations and countries in accordance with local requirements
and market practice, pension plan rules in any location are gen-
erally the same for all employees in that location, including man-
agement.

The Equity Plus Plan is our employee share purchase program.
It allows employees below the rank of Managing Director to con-
tribute up to 30% of their base salary and/or up to 35% of their
performance award (up to CHF/USD 20,000 annually) toward the
purchase of UBS shares. Eligible employees may purchase UBS
shares at market price and they receive one matching share for
every three shares purchased through the program. Shares pur-
chased under the Equity Plus Plan are generally blocked from sale
for a maximum of three years from the time of purchase. The
matching shares vest after three years, subject to continued em-
ployment with the firm.

-> Refer to “Note 28 Pension and other post-employment benefit
plans” in the “Financial information” section of the Annual
Report 2014 for more information on the various major
post-employment benefit plans established in Switzerland
and other countries

Basic reward elements

Performance award

Most of our employees are considered for an annual discretionary
performance award. The level of the award depends on the firm’s
overall performance, the employee’s business division, and the
individual’s performance and reflects their overall contributions.
The award is at the complete discretion of the firm. To link pay
with performance, the key performance indicators used to mea-
sure our progress in executing our strategy are taken into account
when determining the size of each divisional performance award
pool. They are also used as a basis for setting specific performance
conditions for vesting of certain deferred compensation plan
grants.

Beyond the firm’s principles around client focus, excellence and
sustainable performance, on an individual level, behaviors such as
integrity, collaboration and challenge are part of the performance
management approach. As a result, we not only take the “what”
into account when assessing performance, but also “how” such
objectives were achieved, which are important to our long-term
success.

Benchmarking

Because of the diversity of our businesses the companies we use
as benchmarks vary with, and are dependent on, the relevant
business divisions and locations, as well as the nature of the posi-
tions 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 com-
pensation internally for comparable roles within and across busi-
ness divisions and locations.

Shorter-term
performance award

Notional shares
(EOP)

Immediate
performance award
+ inthe form of cash

Base salary
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Longer-term performance award

Notional Pension
instruments contributions and
(DCCP) + other benefits =



Deferral of performance awards

If an employee’s total compensation exceeds CHF/USD 300,000 a
significant part of their performance award will be deferred for up
to five years. Our goal is to focus our employees on the longer-
term profitability of the firm.

In practice, this means that employees with the highest levels
of compensation have a higher effective deferral rate. The defer-
ral increases at higher marginal rates in line with the value of the
performance award, with the lowest deferral rate set at 40% of
the performance award and the highest rate at 75%. In addition,
the portion paid out in immediate cash is capped at CHF/USD 1
million. Anything in excess of this cap is deferred as notional
shares under the Equity Ownership Plan (EOP). The effective de-
ferral rate therefore depends on the value of the performance
award and the value of the total compensation.

Of the deferred annual performance award, 60% is deferred in
UBS notional shares under the EOP and the remaining 40% is
deferred in notional instruments under the Deferred Contingent
Capital Plan (DCCP). Global Asset Management employees receive
75% of their deferred performance awards in notional funds
under the EOP and the remaining 25% under the DCCP. The
average deferral period of the deferred awards for employees
below GEB level for 2014 was 3.5 years.

-> Refer to the “Our 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 29 Equity participation and other compensation
plans” in the “Financial information” section of the Annual
Report 2014 for more information on specific local plans with
deferral provisions that differ from those described here

Other variable compensation components

To support hiring and retention, particularly at senior levels, we
may offer certain other compensation program components.
These include:
Replacement payments to compensate employees for deferred
awards forfeited as a result of joining UBS. Such payments are
industry practice and are often necessary to attract senior can-
didates who generally have a significant portion of their awards
deferred at their current employer and where continued em-
ployment is required to avoid forfeiture.

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

— On a very limited basis, guarantees may be required to attract
individuals with certain skills and experience. These awards,
which are fixed incentives to which our standard deferral ap-
plies, are paid regardless of future events, but are limited to the
first performance year.

— Awards that may be granted to employees hired late in the year
to replace performance awards that they would have earned at
their previous employer, but have forfeited by joining UBS.
These awards are structured with the same level of deferral as
employees at similar level at UBS. In addition, in very excep-
tional cases, candidates may be offered sign-on payments to
increase the chances of them accepting an offer.

— Severance payments made to employees in redundancy cases
when they have been asked to leave as part of a reduction in
workforce. These are governed by location-specific severance
policies. We offer severance terms which comply with the ap-
plicable local laws (“legally obligated severance”). In certain
locations, we may provide severance packages that are nego-
tiated with our local social partners that go beyond these min-
imum legal requirements (“standard severance”). In addition,

Sign-on payments, replacement payments, severance payments and guarantees

Of which Of which

expenses  expenses to be

recognized  recognized in
Total 2014 in2014° 2015 and later Total 2013* Number of beneficiaries
CHF million, except where indicated 2014 20134
20 13 7 18 162 165
.......................... Qe
.......................... R
81 8 72 67 275 209
.......................... e B B B
......................... DR
47 15 31 34 54 52
.......................... i
......................... T
176 171 5 138 1,667 2,291
.......................... G T T R S
.......................... R

1 Expenses for Key Risk Takers are full-year amounts for individuals in office on 31 December 2014. Key Risk Takers include employees with a total compensation exceeding CHF/USD 2.5 million (Highly-Paid Employees).

2 Severance payments include legally obligated and standard severance, as well as supplemental severance payments of CHF 14 million.

in our Annual Report 2013.

3 Expenses before post-vesting transfer restrictions. 4 2013 figures as reported
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we may make severance payments that exceed legally obli-
gated or standard severance payments (“supplemental sever-
ance"”) where we believe that they are aligned with market
practice and appropriate under the circumstances.

Compensation for financial advisors in Wealth Manage-
ment Americas

In line with market practice for US brokerage businesses, the
compensation system for financial advisors in Wealth Manage-
ment Americas is based on production payout and awards. Pro-
duction payout, paid monthly, is primarily based on revenue gen-
erated. Advisors may also qualify for year-end awards, most of
which are deferred for between six and 10 years. The awards are
based on strategic performance measures which may include
production, length of service, NNM brought in, and/or produc-
tion related to advisory fees and financial planning. Production
payout rates and awards may be reduced if financial advisors
make repeated or significant transaction errors and/or demon-
strate negligence or carelessness or otherwise fail to comply with
the firm’s rules, standards, practices and policies and/or appli-
cable law.

Key Risk Takers
Key Risk Takers are defined as those employees who can materi-
ally set, commit or control significant amounts of the firm’s re-

sources and/or exert significant influence over its risk profile. This
includes employees who work in front-office roles, logistics and

Fixed and variable compensation for Key Risk Takers'

control functions. Identifying Key Risk Takers is part of the Risk
Control framework and an important element in ensuring we
incentivize only appropriate risk-taking. We currently have 625
individuals classified as Key Risk Takers, including all 10 GEB
members. This population also includes employees with a total
compensation exceeding CHF/USD 2.5 million (Highly-Paid
Employees) if they have not already been identified as Key Risk
Takers during the performance year. This threshold has been con-
verted to one of total compensation from the previous CHF/USD
2 million performance award threshold. Compensation of GEB
members is disclosed separately in this report.

Key Risk Takers identified at any point in time in the perfor-
mance year are subject to a performance evaluation by the con-
trol functions. The vesting of their deferred awards is contingent
on meeting Group and/or divisional performance conditions. Like
all other employees, Key Risk Takers also are subject to forfeiture
or reduction of the deferred portion of their compensation if they
commit harmful acts.

The same compensation measures apply to all Group Manag-
ing Directors (GMDs), regardless of whether they are classified as
Key Risk Takers or not. GMDs receive part of their annual perfor-
mance award under the EOP and the DCCP, with the vesting of
their EOP awards contingent on the same performance conditions
to which Key Risk Takers are subject.

All Key Risk Takers are subject to the mandatory deferral of at
least 50% of their performance award regardless of whether or
not the UBS deferral threshold has been met. This is in order to
comply with regulatory requirements.

Total for the

Total for the year year ended
ended 2014 Not deferred Deferred? 20133
CHF million, except where indlicated Amount % Amount % Amount % Amount
Total compensation
B 1178 .......... oo o o Gy G 1041 .
Nimber of barficariad g T T T e
leedcompensatlon" ............................................... ey W oy G Sy R e
oo oy e oy o RS e
Equn ybased ........................................................ g g R by on T .
Vanablecompensatlon ............................................. oy o S e o o 505
L iy o e oo RS i
EqmtyOwnershlp - (EOP) ........................................... s o g s e 8
Defered Contlngent Caplt b (DCCP) ................................... Sy o G Sy o e

1 Includes employees with a total compensation exceeding CHF / USD 2.5 million (Highly-Paid Employees), excluding GEB members.
4 Includes base salary and role-based allowances.

may differ from the accounting expenses. 3 2013 figures as reported in our Annual Report 2013.
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UK Code Staff

In accordance with guidance issued by the UK Prudential Regula-
tion Authority (PRA) and Financial Conduct Authority (FCA), we
have identified a group of 416 employees, consisting of senior
management, risk takers, staff engaged in control functions and
any employee receiving total remuneration that takes them into
the same remuneration bracket as these groups and whose pro-
fessional activities have a material impact on the firm’s risk profile,
as so-called UK Code Staff. Compensation measures that apply to
UK Code Staff are generally similar to those applied to Key Risk
Takers. However, due to specific UK PRA/FCA requirements, 50%
of UK Code Staff performance awards that are paid out immedi-
ately are delivered in UBS shares, which are blocked for six months.
In addition, any notional shares granted to UK Code Staff under
the EOP for their performance in 2014 will be subject to an addi-
tional six-month blocking period upon vesting. Performance
awards granted to UK Code Staff from 2015 onwards are also
subject to clawback provisions for a period of up to seven years
after award. The clawback provisions stipulate that UBS can re-
quire the repayment of any discretionary performance award
(both the immediate and deferred element) if the employee con-
tributes substantially to the Group incurring significant financial
losses or to a significant downward restatement of the Group’s or
a business division’s results, or engages in misconduct and/or fails
to take expected actions which contributed to significant reputa-
tional harm to the Group.

In line with market practice, UK Code Staff may receive a role-
based allowance in addition to their base salary. This allowance

reflects the market value of a specific role and, unlike salary, is
only paid as long as the employee is within such a role. Impor-
tantly, the introduction of this allowance represents a shift in the
compensation mix between fixed and variable compensation and
not an increase in total compensation. With respect to 2014, the
allowance consisted of an immediate cash portion which was
paid in December 2014 along with, if applicable, a deferred UBS
notional share award. The deferred portion vests in equal portions
in years 2 and 3 respectively. Where required, other EU regulated
employees have similar structures to comply with local require-
ments.

Control functions and Group Internal Audit

To monitor risk effectively, our control functions, Risk Control (in-
cluding Compliance), Finance and Legal, must be independent. To
support this, their compensation is determined independently
from the revenue producers that they oversee, supervise or sup-
port. Their performance award pool is not based on the perfor-
mance of these businesses, but instead reflects the performance
of the firm as a whole. In addition, we consider other factors such
as how well the function has performed, together with our mar-
ket positioning. Decisions regarding individual compensation for
the senior managers of the control functions are made by the
function heads and approved by the Group CEO. Decisions re-
garding individual compensation within Group Internal Audit
(GIA) are made by the Head of GIA and approved by the Chair-
man. Total compensation for the Head of GIA is approved by
the HRCC.
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Our deferred variable compensation

plans for 2014

To ensure our employees’ and stakeholders’ interests are aligned and that compensation is appropriately linked to
longer-term sustainable performance, all variable compensation plans require a significant part of performance awards
above a total compensation threshold to be deferred in UBS notional shares and UBS notional instruments for up to
five years. All these plans include forfeiture provisions and performance conditions.

Equity Ownership Plan

The Equity Ownership Plan (EOP) is a mandatory deferral plan for
all employees with total compensation greater than CHF/USD
300,000. These employees receive at least 60% of their deferred
performance award under the EOP in notional shares and are eli-
gible to receive reinvested dividend equivalents. For 2014, over
5,000 employees received EOP awards. EOP awards are granted
annually.

The plan includes provisions that enable the firm to trigger
forfeiture of some, or all, of the unvested deferred portion if an
employee commits certain harmful acts or in most cases of termi-
nated employment.

EOP awards granted to Global Asset Management employees
have a different vesting schedule and deferral mix, as shown in
the table below, and are granted as cash-settled notional funds.

Overview of our deferred compensation plans

The vesting of an EOP award granted to GEB members, GMDs
and Key Risk Takers (including Highly-Paid Employees) depends on
both Group and divisional performance. Group performance is mea-
sured by the average adjusted Group return on tangible equity
(ROTE). Divisional performance is measured by the average adjusted
divisional return on attributed equity (ROAE). For Corporate Center
employees, it is measured by the average of the ROAE for all business
divisions excluding the Corporate Center (Continuing Businesses
ROAE). By linking the vesting of EOP awards with a return on equity
over a two to five-year time horizon, we focus our employees on
developing and managing the business in a way that delivers sus-
tainable returns. We believe that Group RoTE provides a more con-
sistent basis to measure performance than the Group’s return on
shareholders’ equity (RoE), which includes goodwill and intangibles.

At Group level, the performance condition threshold of RoTE is
set at 8%. This compares to a target RoTE of around 10% for 2015.

Equity Ownership Plan

Beneficiaries
compensation greater than CHF/USD 300,000

Deferral mix GEB members: at least 62.5%

Global Asset Management employees: at least 75%

All other employees: at least 60%

Vesting schedule

GEB members, Key Risk Takers and all employees with total

GEB members: vests in three installments in years 3, 4 and 5

Deferred Contingent Capital Plan

GEB members, Key Risk Takers and all
employees with total compensation greater
than CHF/USD 300,000

GEB members: up to 37.5%
Global Asset Management employees: up to 25%
All other employees: up to 40%

Vests in full in year 5

Global Asset Management employees: vests in three installments in years 2, 3 and 5
All other employees: vests in equal installments in year 2 and 3

Share price [ ]
Forfeiture clauses [ )
Harmful acts [ )

Performance conditions

Conditions
influencing
payout

and respective divisional performance conditions’
Profitability as funding driver [ J

Instrument

1 Includes Global Asset Management employees who are GMDs, Key Risk Takers (including Highly-Paid Employees).
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GEB members, GMDs and Key Risk Takers (including Highly-Paid Employees):
Number of UBS shares delivered at vesting depends on the achievement of both Group

UBS notional shares? (eligible for dividend equivalents)

[ J

[
Depends on whether a trigger event or viability
event has occurred and, for GEB members, also on
profitability

[

Notional instruments and interest

2 Notional funds for Global Asset Management employees.



Return on tangible equity — comparison with EOP If the average adjusted Group RoTE achieved is equal to or

performance thresholds above the 8% threshold, the EOP award will vest in full, subject to
In % the relevant business divisional threshold also being met. If the
1B o Group RoTE is 0% or negative, the installment will be fully for-

feited for the entire firm regardless of any division’s particular per-
formance. If the average adjusted Group RoTE falls between 0%
and 8%, the award will vest on a linear basis between 0% and
100%, again subject to the relevant business divisional threshold
being met.

The purpose of the business divisional threshold is to reduce the
amount of the EOP award that vests for any business division that
does not meet its performance target. Therefore, if the business
divisional ROAE threshold (see table below) is met, no adjustment
is made to the EOP award. If, however, the ROAE falls below the

2014 2015 2016 2017 threshold but is above 0% for any business division, the award will
M Adjusted RoTE be partially forfeited. The extent of the forfeiture depends on how
EOP RoTE performance threshold applicable for March 2015 grants much the actual RoAE falls below the threshold for that business
W UBS targets for adjusted RoTE division, and can be up to 40%. If the actual ROAE for a business
division is 0% or negative, the installment will be fully forfeited for
that business division. The HRCC assesses the achievement of the
performance conditions. The example on the following page

shows how we determine the percentage vesting.

Performance condition for EOP awards granted in February 2015

Installment vesting after Applicable performance period
GEB L Byers 2015, 2016 and 2017
..................... Ayears ... 20162017 and 2018
5 years 2017, 2018 and 2019
GMDs, Key Risk Takers (including Highly-Paid Employees) L Ryears 2015 and 2016
3 years 2015, 2016 and 2017
Group RoTE threshold
Group RoTE threshold =8%

Business divisional ROAE thresholds (or, for Corporate Center employees, Continuing Businesses ROAE threshold)

Wealth Management =50%
Wealth Management Americas >25%
Retail & Corporate >20%
Global Asset Management =25%
Investment Bank =15%
Corporate Center =20%
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Deferred Contingent Capital Plan (DCCP)

The DCCP is a mandatory deferral plan for all employees with
total compensation greater than CHF/USD 300,000. Such em-
ployees receive 40% of their deferred performance award under
the DCCP, with the exception of Global Asset Management em-
ployees, who receive 25% of their deferred performance awards
under the plan. For 2014, over 5,000 employees received DCCP
awards. DCCP awards are granted annually.

Employees are awarded notional additional tier 1 (AT1) instru-
ments, which can be settled either in the form of a cash payment
or a perpetual, marketable AT1 instrument, at the discretion of
the firm.

Awards vest in full after five years subject to there being no
trigger event. Awards granted under the DCCP forfeit if our
phase-in tier 1 capital ratio falls below 10% for GEB members and
7% for all other employees. In addition, awards are also forfeited
if a viability event occurs, that is, if FINMA provides a written no-
tice to UBS that the DCCP must be written down to prevent an
insolvency, bankruptcy or failure of UBS, or if UBS receives a com-
mitment of extraordinary support from the public sector that is
necessary to prevent such an event. For GEB members, an addi-

tional performance condition applies. If UBS does not achieve an
adjusted profit before tax for any year during the vesting period,
GEB members forfeit 20% of their award for each loss-making
year.

The plan includes provisions that enable the firm to trigger for-
feiture of some, or all, of the unvested deferred portion if an em-
ployee commits certain harmful acts or in most cases of termi-
nated employment.

Under the DCCP, employees may receive discretionary annual
interest payments. The notional interest rate for grants in 2015 is
7.125% for awards denominated in US dollars and 4% for awards
denominated in Swiss francs. These interest rates are based on
the current market rates for such AT1 instruments. Such interest
will be paid out annually subject to review and confirmation by
UBS.

- Refer to “Performance awards granted for the 2014 performance
year,” “Performance award expenses in the 2014 performance
year” and “Total personnel expenses for 2014” in the “Supple-
mental information” section of this report for more information

- Refer to “Vesting of outstanding awards granted in prior years
impacted by performance conditions” and “Discontinued plans”
section of this report for more information on past awards

EOP performance conditions for GEB members, GMDs and Key Risk Takers (including Highly-Paid Employees)

Group performance s Dijvisional performance

0% forfeiture if ROAE is
at or above threshold

100% vesting at a
Group RoTE of > 8%

% vesting
based on
Group RoTE

Partial forfeiture of up to
40% determined on

a linear basis if ROAE between
threshold and 0%

Partial forfeiture determined on
a linear basis if Group RoTE
between 0% and 8%

lllustrative example (assuming constant share price)

Assume an EOP award of CHF 100,000 granted to an Investment Bank employee due
to vest in 2018, and an actual average adjusted Group RoTE and Investment Bank ROAE
(averaged over the performance years 2015 to 2017) of 4% and 7.5%, respectively.

To determine the percentage of shares that vest

— the award is reduced by 50% due to Group
performance (as a 4% Group RoOTE is 50% of the
Group RoTE threshold) and

— the award is reduced by a further 20% due to the
Investment Bank’s divisional performance (the 7.5%
ROAE represents half of the 15% Investment Bank
ROAE threshold).

-50%
of 100K

-20%
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of 50K
100 l
50
40

100% forfeiture at a 100% forfeiture if
Group RoTE of < 0% ROAE < 0%

Installment about ~ Adjustment Vesting based Adjustment Amount vesting

to vest due to Group on Group due to business

performance performance divisional
performance



Supplemental information

Performance awards granted for the 2014
performance year

The Total variable compensation table shows the amount of vari-
able compensation awarded to employees for the performance
year 2014, 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 em-
ployee depends on performance conditions and consideration of
relevant forfeiture provisions. The deferred share award amount
is based on the market value of these awards on the date of
grant.

The Deferred compensation table shows the current economic
value of unvested outstanding deferred variable compensation
awards subject to ex-post adjustments. For share-based plans,
the economic value is determined based on the closing share

Total variable compensation’

price on 30 December 2014. For notional funds, it is determined
using the latest available market price for the underlying funds at
year-end 2014, and for deferred cash plans, it is determined
based on the outstanding amount of cash owed to award recipi-
ents. All awards made under our deferred variable 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 forfei-
tures instigated by the firm. Accordingly, their value can change
over time. The amounts shown in the column relating to awards
for prior years already take into account ex-post implicit adjust-
ments that occurred as a result of share price movements
between the respective dates on which these awards were
granted and 30 December 2014.
- Refer to “Note 29 Equity participation and other compensation
plans” in the “Financial information” section of the Annual
Report 2014 for more information

Expenses deferred to

Expenses future periods Adjustments? Total Number of beneficiaries
CHF million, except where indicated 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013
Cash performance awards 1,822 1,942 0 0 (4) (24) 1,818 1,918 46,298 46,593
Deferred Contingent Capital Plan 155 52 312 48 o o 467 50 5248 5,286
Deferredcashplans3 .................................. Gy R L P SR PSR g e
B share plans .................................... s o IR G PR ao g B TR e
Equity Ownership Plan —notional funds u 9 36 37 o o 60 56 397 370
Total performance award pool 2,216 2,305 807 912 40 17 3,063 3,234 46,305 46,620
Expenses deferred to
Expenses future periods Adjustments Total
CHF million, except where indicated 2014 2013 2014 2013 2014 2013 2014 2013
Total variable compensation — other* 260 152 307 340 (121)5 (101)° 446 391
Expenses deferred to
Expenses future periods Adjustments? Total Number of beneficiaries
CHF million, except where indicated 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013
Total WMA financial advisor compensation® 2,539 2,334 754 592 14 0 3,307 2,926 6,997 7,137

1The total “performance award” paid to employees for the performance years 2014 (CHF 3,063 million) and 2013 (CHF 3,234 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 and other adjustments. 3 Deferred cash plans include a specific regional deferred
cash plan which is not part of the Group’s compensation delivery framework. 4 Replacement payments and retention plan payments including the 2012 Special Plan Award Program. 5 Included in expenses deferred
to future periods is an amount of CHF 121 million (prior year CHF 101 million) relating to future interest on the DCCP. 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. 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 and other variables. It also includes charges related to compensation commitments with financial advisors entered
into at the time of recruitment, which are subject to vesting requirements.
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Performance award expenses in the 2014 performance year

The performance award expenses include all immediate expenses
related to 2014 compensation awards and expenses deferred to
2014 related to awards made in prior years. The chart “Amortiza-
tion of deferred compensation” shows the amount at the end of
2014 of unrecognized awards to be amortized in subsequent
years. This was CHF 1.6 billion for both 2014 and 2013.

The table below shows the value of actual ex-post explicit and
implicit adjustments to outstanding deferred compensation in the
financial year 2014. Ex-post adjustments occur after an award has
been granted. Ex-post explicit adjustments occur when we adjust
compensation by forfeiting deferred awards. Ex-post implicit adjust-
ments are unrelated to any 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
2014, based on the approximately 7 million shares forfeited during
2014, is a reduction of CHF 121 million. This includes partial forfei-
ture of the vesting installment of Performance Equity Plan 2011 of
60% due to performance conditions by end of 2013 not having
been fully achieved. The total value of ex-post explicit adjustments
made to UBS options and share-settled stock appreciation rights
(SARs) in 2014, based on the approximately 0.1 million options/SARs
forfeited during 2014, is a reduction in value of CHF 1 million. The
size of implicit adjustments is mainly due to an increase in the share
price. However, the share price as of year-end means that many of

Amortization of deferred compensation

CHF billion
0%
| AL |
(2%) l
0.7 0.7
0.1
31.12.13 Amortized Forfeited Annual 31.12.14 Expected
Unrecognized awards Unrecognized ~ amortization
awards to be granted awards tobe  of prior-year
amortized including amortized awards in 2015
including awards awards including awards
granted in granted in granted in
1Q14 for the 1Q15forthe  1Q15 for the
performance performance  performance
year 2013! year 2014 year 20142

1 Related to performance awards and including special plan awards.
2 Estimate. The actual amount to be expensed in future periods may vary, for example due to forfeitures.

the options previously granted remain out of the money. Hence, the
majority of outstanding option awards had no intrinsic value at the
end of 2014.

Deferred compensation?

Relating to awards ~ Relating to awards for of which exposed to  Total deferred compen-

CHF million, except where indlicated for 2014 prior years? Total ex-post adjustments  sation at year-end 2013
Deferred Contingent Capital Plan 467 957 1,424 100% 965
Equlty0wnersh|pPIan718 .................. yae S oo 3705
Equlty0wnersh| p Dl gy JE R qog oo e
Diccontin o deforad compensatlon pIans‘ ........................... PR S S oo e
Total 1,245 4,413 5,658 5,599

1 This is based on specific plan vesting and reflects the economic value of the outstanding awards, which may differ from the accounting expenses. 2 Refer to “Note 29 Equity participation and other compensation
plans” in the " Financial information” section of the Annual Report 2014 for more information. 3 This takes into account the ex-post implicit adjustments, given the share price movements since grant. 4 Cash Balance
Plan (CBP), Senior Executive Equity Ownership Plan (SEEOP), Performance Equity Plan (PEP), Incentive Performance Plan (IPP), Deferred Cash Plan (DCP).

Ex-post explicit and implicit adjustments to deferred compensation in 2014'

Ex-post implicit adjustments

Ex-post explicit adjustments* to unvested awards®

CHF million 2014 2013 2014 2013
31.12.14 31.12.13 31.12.14 31.12.13

UBS notional instruments (DCCP) (42) (27)

UBSshares(EOPIPPPEPSEEOP)Z ......................................................................... (‘1‘2“1‘) ............. (234)218 ............... s

UBSoptlons (KESOP)andSARs (KESAP)Z ...................................................................... (1) ................. ( 1) .......................................

B norier e (EOP)3 ................................................................................... (3) ............... (20) ................ e o

1 Compensation (performance awards and other variable compensation) relating to awards for previous performance years. 2 IPP, PEP, SEEOP, Key Employee Appreciation Rights Plan (KESAP) and Key Employee Stock
Option Plan (KESOP) 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 30 December 2014 (CHF 17.09) and on 30 December 2013 (CHF 16.92) 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 2014 and 2013. For DCCP the fair value at grant of the forfeited awards during
the year is reflected. 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. The amount for notional
funds is calculated using the mark-to-market change during 2014 and 2013.
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Total personnel expenses for 2014

The table Personnel expenses shows our total personnel expenses
for 2014. As of 31 December 2014, there were 60,155 employ-
ees. It includes salaries, pension contributions and other person-
nel costs, social security contributions and variable compensation.
Variable compensation includes discretionary cash performance
awards paid in 2015 for the 2014 performance year, the amorti-
zation of unvested deferred awards granted in previous years and
the cost of deferred awards granted to employees who are eligi-
ble for retirement in the context of the compensation framework
at the date of grant.

The performance award pool reflects the value of discretionary
performance awards granted relating to the 2014 performance
year, including awards that are paid out immediately and those that
are deferred. To determine our variable compensation expenses, the

following adjustments are required in order to reconcile the perfor-

mance award pool to the accounting expenses recognized in the

Group’s financial statements prepared in accordance with IFRS:

— reduction for the unrecognized future amortization (including
accounting adjustments) of unvested deferred awards granted
in 2015 for the performance year 2014

— addition for the 2014 amortization of unvested deferred
awards granted in prior years

As a large part of compensation consists of deferred awards,
the amortization of unvested deferred awards granted in prior
years forms a significant part of the IFRS accounting expenses in
both 2013 and 2014.

- Refer to “Note 29 Equity participation and other compensation

plans” in the “Financial information” section of the Annual
Report 2014 for more information

Personnel expenses

Expenses
Relating to Relating to awards
CHF million awards for 2014 for prior years Total 2014 2013 2012
Salaries' 6,269 0 6,269 6,268 6,814
Cash performance awards 1,822 (108) 1,714 1,912 1,373
et Contlngent Cap|ta| B fee g e g s
Sefaned cashplans ..................................................................... g L B G o
UBSsharepIansZ15 ............... s e oy 1202
85 <hore opt|on pIans ................................................................ g G g R e
Equ|ty0wnersh|p Bl o sy R B sy e
Total variable compensation — performance awards? 2,216 604 2,820 2,986 3,000
R guarantees e S Ly e R 124
Variable compensation — other? 260 206 466 288 367
R ep/acement paymentsf .................................................... B e gy R 00
RS PR (70) .............. (70) ............. (746) ............. (774)
RPN paymem‘s‘ ....................................................... S R B g 205
* of which: retention plan and other payments . 8% 206 292 2 128
Contractors 234 0 234 190 214
Social security 729 62 791 792 768
Pension and other post-employment benefit plans® 71 0 M 887 18
Wealth Management Americas: financial advisor compensation®® 2,539 846 3,385 3,140 2,873

Other personnel expenses 586 19 605 631 682
Total personnel expenses’ 13,543 1,737 15,280 15,182 14,737

1 Includes role-based allowances. 2 Refer to “Note 29 Equity participation and other compensation plans” in the “Financial information” section of the Annual Report 2014 for more information. 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. 5 2014 included credits of CHF 41 million related to changes to retiree benefit plans in the US. 2012 included a credit of CHF 730 million related to
changes to our Swiss pension plan and a credit of CHF 116 million related to changes to retiree benefit plans in the US. Refer to “Note 28 Pension and other post-employment benefit plans” of the “Financial informa-
tion"” section of the Annual Report 2014 for more information. 6 Financial advisor compensation consists of grid-based compensation based directly on compensable revenues generated by financial advisors and sup-
plemental compensation calculated based on financial advisor productivity, firm tenure, assets and other variables. It also includes charges related to compensation commitments with financial advisors entered into at
the time of recruitment which are subject to vesting requirements. 7 Includes net restructuring charges of CHF 327 million, CHF 156 million and CHF 358 million for the years ended 31 December 2014, 31 December
2013 and 31 December 2012, respectively. Refer to “Note 32 Changes in organization” in the “Financial information” section of the Annual Report 2014 for more information.
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Vesting of outstanding awards granted in prior years impacted by performance conditions

The table below shows the extent to which the performance conditions of awards granted in prior years have been met and the per-
centage of the award which vests in 2015.

Vesting of awards with performance conditions

Incentive Performance Plan 2010

Performance conditions Performance achieved % of installment vesting
The number of performance shares which vest depends Based on the UBS share price during Q4 of 2014, 100%
on the achievement of the share price target measured the HRCC has determined that the payout multiple is 1

by reference to the UBS share price during the last three
months in 2014, adjusted for any dividends and other
distributions paid during the performance period

Equity Ownership Plan 2011/12 and Senior Executive Equity Ownership Plan 2010/11 and 2011/12

Performance conditions Performance achieved % of installment vesting
Adjusted operating profit before tax for the business divi- As the Group and the business divisions reported an ad- 100%

sion or, for Corporate Center, adjusted Group operating justed operating profit for 2014, the profitability perfor-

profit before tax mance condition has been met and the fourth installment

of the SEEOP 2010/2011 awards and the third installment
of EOP and SEEOP 2011/2012 awards vested in full

Performance Equity Plan 2012

Performance conditions Performance achieved % of installment vesting

Cumulative economic profit and relative shareholder return ~ For the period from 2012 to the end of 2014, the HRCC 44%
for the period 2012—14. The percentage applied to deter- has determined that the EP multiplier is 50% and the TSR

mine the number of UBS shares to be delivered at vesting multiplier is 88%, which results in a multiplier of 44%

is calculated by multiplying the economic profit multiplier

("EP multiplier”) with the total shareholder return multiplier

(“TSR multiplier”), rounded to a full percentage

Special Plan Award Program 2011/12 (SPAP)

Performance conditions Performance achieved % of installment vesting
Level of reduction in RWA achieved and the average As the actual level of reduction in RWA and the average 100%

published return on RWA in the Investment Bank in 2012,  published return on RWA in the Investment Bank exceeded

2013 and 2014 the targets, the awards will vest in full




Discontinued deferred compensation plans

The table lists discontinued compensation plans. UBS has not granted any options since 2009. The strike price for stock options award-
ed under prior compensation plans has not been reset.
-> Refer to “Note 29 Equity participation and other compensation plans” in the “Financial information” section of our Annual Report 2014 for
more information

Years
granted

Eligible
employees

Perfor-
mance
conditions

Restric-
tions/
other
conditions

Vesting
period

Cash Balance Performance Senior Execu- Special Plan Deferred Cash  Incentive Key Employee  Senior Exe-
Plan (CBP) Equity Plan tive Equity Award Plan (DCP) Performance Stock Appreci-  cutive Stock
(PEP) Ownership Program Plan (IPP) ation Rights Appreciation

Plan (SEEOP) (SPAP) Plan (KESAP) Rights Plan

and Key (SESAP) and

Employee Senior Exe-

Stock Option cutive Stock

Plan (KESOP) Option Plan

(SESOP)
2010-2012 2010-2012 2010-2012 2012 only 2011 only 2010 only 2002-2009 2002-2009

GEB members

GEB members

GEB members

Selected Manag-

Investment Bank

GEB members

Selected employ-

GEB members

and GMDs ing Directors and  employees whose ~ and other senior  ees (approximate-  and Group
GMDs in the total compen- employees ly 17,000 em- Managing Board
Investment Bank  sation exceeded (approximately ployees between
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
market value of a  market value of a
UBS share on the  UBS share on the
date of grant date of grant
CBP 2011: The number of Dependent on Dependent on None Dependent on None None
dependent on the ~ UBS shares whether the busi-  the level of share price at
return on equity  delivered canbe  ness division reduction in the end of the
between zero makes a loss (the  RWA achieved five-year period
CBP 2010: and twice the amount forfeited  and the average
dependent on number of perfor-  depends on the published return
UBS being mance shares extent of the loss  on risk-weighted
profitable granted, depend-  and generally assets in the
ing on whether ranges from 10%  Investment Bank
performance to 50% of the in 2012, 2013
targets relating to  award portion and 2014
economic profit due to vest)
(EP) and relative
total shareholder
return (TSR) have
been achieved
Subject to Subject to Subject to Subject to Subject to Subject to Subject to Subject to
continued continued continued continued continued continued continued continued
employmentand ~ employmentand  employment employmentand  employmentand ~ employmentand  employment, employment,
harmful act harmful act and harmfulact ~ harmful act harmful act harmful act non-solicitation non-solicitation
provisions provisions provisions provisions provisions provisions of clients and of clients and

employees and
non-disclosure of
proprietary
information

employees and
non-disclosure
of proprietary
information

Vests in equal
installments over
a two-year period

Vests in full three
years after grant

Vests in equal
installments over
a five-year period

Vests in full three
years after grant

Vests in equal
installments

over a three-year
period

Vests in full at the
end of five years.
Number of shares
that vest can be
between one and
three times the
number of perfor-
mance shares
initially granted

Vests in full three
years after grant.
SAR and options
expire 10 years
from the date of
grant

Vests in full three
years after grant.
SAR and options
expire 10 years
from the date of
grant
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Share and option ownership/entitlements of GEB members on 31 December 2014/2013"

Number of

Potentially

Potentially

on unvested  Number of Total number conferred voting Number of conferred voting
Name, function 31 December shares/at risk? vested shares of shares rights in % options? rights in %°*
Sergio P Emotd, 2014 670335 7589 768524 . 0039 o 0.000.
Group Chief Executive Officer 2013 453,460 69,900 523,360 0.025 0 0.000
Markus U. Diethelm, 2014 28973 0. 28973 . 0027 o 0.000.
Group General Counsel 2013 542,417 108,007 650,424 0.032 0 0.000
lukas Gabwiler, 2014 222,769 1052 b23821 0027 o 0.000.
President Retail & Corporate and President Switzerland 2013 504,800 22,727 527,527 0.026 0 0.000
Ulrich Komer, 2014 713051 292519 1,005,570 0051 o 0.000.
President Global Asset Management and President EMEA 2013 688,923 208,887 897,810 0.044 0 0.000
Philp L Lofs, 2014 611479 204346 81582 . 0042 394172 0.020.
Group Chief Risk Officer 2013 601,553 157,447 759,000 0.037 500,741 0.024
Robert J. McCann, 2014 983,028 62,901 1,045,929 0.053 0 0.000
President Wealth Management Americas SRR SRR SR
and President Americas 2013 892,872 65,971 958,843 0.046 0 0.000
TomNaratl, 2014 BT 288151 811,902 0041 21125 0.037
Group Chief Financial Officer and Group Chief Operating Officer 2013 422,516 263,027 685,543 0.033 867,087 0.042
Andrea Orcel, 2014 915399 4082% 1323695 0.oes o . 0.000
President Investment Bank 2013 1,209,775 0 1,209,775 0.059 0 0.000
Chi-WonYoon, 2014 492093 07602 999,695 0.051 515,180 0.026
President Asia Pacific 2013 502,762 441,143 943,905 0.046 538,035 0.026
Jurg Zeltner, 2014 et o 675,211 0.034 108121 0.006
President Wealth Management 2013 624,415 13,920 638,335 0.031 203,093 0.010
2014 6,636,689 1,862,456 8,499,145 0.434 1,738,598 0.089
Total 2013 6443493 1,351,009  7,794522 0378 2,108,956 0.102

1This 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 2014 for more information.

Total of all vested and unvested shares of GEB members'2

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 29 Equity participation and

of which
Total vested of which vesting
2015 2016 2017 2018 2019
Shares on 31 December 2014 8,499,145 1,862,456 2,112,409 1,148,988 1,538,703 1,263,098 573,491
2014 2015 2016 2017 2018
Shares on 31 December 20133 8,708,791 1,619,974 1,652,867 2,373,539 1,263,412 1,052,595 746,404

1 Includes related parties. 2 Includes shares granted under variable compensation plans with forfeiture provisions. The actual number of shares vesting in the future will be calculated under the terms of the plans. Refer to the
3 Includes all vested and unvested shares of John A. Fraser who stepped down from the GEB on 31 December 2013.

"Deferred variable compensation plans” section in this report for more information on the plans.
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audited | Number of shares of BoD members on 31 December 2014/2013"

Name, function on 31 December Number of shares held Voting rights in %
Axel A. Weber, Chairman 2014 333,333 0.017
otz 5 33333 .................... o
Michel Demaré, Vice Chairman 2014 181,246 0.009
otz 150412 .................... 0007
David Sidwell, Senior Independent Director 2014 185,181 0.009
o 151,184 .................... 0007
Reto Francioni, member? 2014 11,859 0.001
Sora o 0,000
Rainer-Marc Frey, former member 2014 - -
o 5 09044 .................... oo
Ann F. Godbehere, member 2014 139,653 0.007
Stz 113562 .................... 0006
Axel P. Lehmann, member 2014 217,373 0.011
otz 185970 .................... 0009
Helmut Panke, member 2014 182,009 0.009
otz 162 saa 0008
William G. Parrett, member 2014 100,019 0.005
Stz 99914 .................... 0005
Isabelle Romy, member 2014 44,217 0.002
Stz 24452 .................... oot
Beatrice Weder di Mauro, member 2014 45,424 0.002
s 22,496 .................... oot
Joseph Yam, member 2014 66,863 0.003
Sora 48679 .................... 0002
Total 2014 1,507,177 0.077
o 1401290 .................... 0068

1 This table includes blocked and unblocked shares held by BoD members, including related parties. No options were granted in 2014 and 2013. 2 Reto Francioni was elected at the AGM on 2 May 2013. A

audited | Total of all blocked and unblocked shares of BoD members'’

of which
Total unblocked of which blocked until
2015 2016 2017 2018
Shares on 31 December 2014 1,507,177 228,189 172,868 261,377 408,570 436,173
2014 2015 2016 2017
Shares on 31 December 2013 1,401,290 201,098 204,792 216,451 324,012 454,937

1 Includes related parties. A
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Vested and unvested options of GEB members on 31 December 2014/2013"

on Total on Total

31 De- number of Number of Year of Vesting Expiry Strike 31 De- number of Number of Year of Vesting Expiry Strike
cember options?  options®  grant date date price cember options?  options®  grant date date price
Sergio P. Ermotti, Group Chief Executive Officer Chi-Won Yoon, President Asia Pacific

2014 0 2014 515,180 10,659 2005 01.03.2006 28.02.2015  CHF 47.58

2004 01.03.2006 27.02.2014  CHF 4432

2008 01.03.2011 28.02.2018  CHF 35.66 350,000 2009 01.03.2012 27.02.2019 CHF 11.35
Robert J. McCann, President Wealth Management Americas Jiirg Zeltner, President Wealth Management
and President Americas 2014 108,121 7,106 2005 01.03.2006 28.02.2015 CHF 47.58

Tom Naratil, Group Chief Financial Officer and Group Chief Operating Officer
2014 721,125 166,010 2005 01.03.2008 28.02.2015  USD 44.81

2013 867,087

09.06.2008
08.09.2008

01.03.2011

09.06.2016

08.09.2016

28.02.2018

CHF 61.84
CHF 65.76

28.02.2017  CHF73.67 ..o R T T e AT
28.02.2018  CHF35.66 ... S R T e T

CHF 35.66

1This table includes all options of GEB members, including related parties. 2 No conversion rights are outstanding. 3 Refer to “Note 29 Equity participation and other compensation plans” in the “Financial information”

section of the Annual Report 2014 for more information.
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Vested and unvested options of GEB members on 31 December 2014/2013" (continued)

on Total
31 De- number of Number of Year of Vesting Expiry Strike
cember options?  options®  grant date date price

Jiirg Zeltner, President Wealth Management (continued)

2013 203,093 4,972 2004 01.03.2007 27.02.2014  CHF 44.32

90,000 2009 01.03.2012 27.02.2019  CHF 11.35

1 This table includes all options of GEB members, including related parties. 2 No conversion rights are
outstanding. 3 Refer to “Note 29 Equity participation and other compensation plans” in the “Financial
information” section of the Annual Report 2014 for more information. A
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audited | Loans granted to GEB members on 31 December 2014/2013"2

CHF, except where indicated?

Name, function on 31 December Loans*
Ulrich Kdrner, President Global Asset Management and President EMEA (highest loan in 2014) 2014 7,600,000
Ulrich Kémer, President Global Asset Management and President EMEA (highest loan in 2013) 2013 5,181,976
Aggregate of all GEB members 2014 26,281,207
S 2013 18,763,976

1 Loans are granted by UBSAG. 2 No loans have been granted to related parties of the GEB members at conditions not customary in the market. 3 Local currencies are converted into CHF using the exchange rates
as detailed in “Note 36 Currency translation rates” in the “Financial information” section of the Annual Report 2014. 4 All loans granted are secured loans. 4.

audited | Loans granted to BoD members on 31 December 2014/2013"2

CHF, except where indicated®

on 31 December Loans*®
Aggregate ofall BoD members 2014 1,100,000
2013 1,520,000

1 Loans are granted by UBSAG. 2 No loans have been granted to related parties of the BoD members at conditions not customary in the market. 3 Local currencies are converted into CHF using the exchange rates
as detailed in “Note 36 Currency translation rates” in the “Financial information” section of the Annual Report 2014. 4 All loans granted are secured loans. 5 CHF 1,100,000 for Reto Francioni in 2014 and CHF
1,520,000 for Reto Francioni in 2013. A

audited | Compensation paid to former BoD and GEB members'

CHF, except where indicated?

For the year Compensation Benefits Total

Former BoD members 2014 0 0 0
e o1z R o o

Aggregate of all former GEB members? 2014 0 37,714 37,714
e iz o s 27809

Aggregate of all former BoD and GEB members 2014 0 37,714 37,714
e iz o g 27809

1 Compensation or remuneration that is connected with the former members' activity on the BoD or GEB or that is not at market conditions. 2 Local currencies are converted into CHF using the exchange rates as
detailed in “Note 36 Currency translation rates” in the “Financial information” section of the Annual Report 2014. 3 Includes one former GEB member in 2014 and 2013. A
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Ernst & Young Ltd
Aeschengraben 9

P.O. Box
EY CH-4002 Basel

Phaone +41 58 286 86 86
Bipliire] m Bartise Fax +41 58 286 86 00
oyt ) w b www.ey.comich

To the General Meeting of
UBS Group AG, Zurich

Basel, 5 March 2015

Report of the statutory auditor on the compensation report

We have audited the accompanying compensation report dated 5 March 2015 of UBS Group AG for
the year ended 31 December 2014. The audit was limited to the infoermation required by articles

14 - 16 of the Ordinance against Excessive Compensation in Stock Exchange Listed Companies
(Ordinance) contained in the tables labeled “Audited” on pages 19 - 22 and page 45 of the
compensation report.

Responsibifity of the Board of Directors

The Board of Directors is responsible for the preparation and overall fair presentation of the
compensation report in accordance with Swiss law and the Ordinance. The Beard of Directors is also
responsible for designing the compensation system and defining individual compensation packages.

Auditor's responsibility

Our responsibility is to express an opinion on the accompanying compensation report. We conducted
our audit in accordance with Swiss Auditing Standards. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance about whether
the compensation report complies with Swiss law and articles 14 - 16 of the Ordinance.

An audit invelves perfarming precedures to obtain audit evidence on the disclosures made in the
compensation report with regard to compensation, loans and ¢redits in accordance with articles

14 - 16 of the Ordinance. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatements in the compensation report, whether due to fraud
or error. This audit alsc includes evaluating the reasonableness of the methods applied to value
components of compensation, as well as assessing the overall presentation of the compensation
report.

We believe that the audit evidence we have ohtained is sufficient and appropriate to provide & basis
for our opinion,

Opinion

In our opinion, the compensation report for the year ended 31 December 2014 of UBS Group AG
complies with Swiss law and articles 14 - 16 of the Ordinance.

Ernst & Young Ltd

i Gecirse— -

Jonathan Bourne Bryno Patusi
Licensed audit expert Licensed audit expert
{Co-Lead Auditor) (Co-Lead Auditor)
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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 Group strategy and performance; the strategy
and performance of the business divisions and the Corporate
Center; a description of risk, treasury, capital management, cor-
porate governance, responsibility and senior management com-
pensation, including compensation for the Board of Directors and
the Group Executive Board members; and financial information,
including the financial statements. Review (SAP no. 80530): The
booklet contains key information 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 for the
Board of Directors and the Group Executive Board members. It is
published in English and German.

Quarterly publications: Letter to shareholders: The letter pro-
vides a quarterly update from executive management on our
strategy and performance. The letter is published in English, Ger-
man, French and lItalian. Financial report (SAP no. 80834): The
quarterly financial report provides an update on our strategy and
performance for the respective quarter. It is published in English.

How to order reports: The annual and quarterly publications are
available in PDF on the internet at www.ubs.com/investors in the
“Financial information” section. Printed copies can be ordered
from the same website in the “Investor services” section, which
can be accessed via the link on the left-hand side of the screen.
Alternatively, they can be ordered by quoting the SAP number
and the language preference, where applicable, from UBS AG,
FAUK-AUL, P.O. Box, CH-8098 Zurich, Switzerland.

Other information

Website: The “Investor Relations” website at www.ubs.com/investors
provides 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 inves-
tors 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/presentations.

Messaging service/UBS news alert: On the www.ubs.com/
newsalerts website, it is possible to subscribe to receive news
alerts about UBS via SMS or email. Messages are sent in English,
German, French or Italian and it is possible to state theme prefer-
ences 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 re-
port on Form 20-F, filed pursuant 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 information in Form 20-F which is not pre-
sented elsewhere, and is particularly 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, www.sec.gov, or at the SEC’s public refer-
ence room at 100 F Street, N.E., Room 1580, Washington, DC,
20549. Please call the SEC by dialing +1-800-SEC-0330 for fur-
ther information on the operation of its public reference room.
Please visit www.ubs.com/investors for more information.
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Corporate information

UBS Group AG is incorporated and domiciled in Switzerland and operates
under the Swiss Code of Obligations as an Aktiengesellschaft, a stock
corporation. Its registered office is at Bahnhofstrasse 45, CH-8001 Zurich,
Switzerland, phone +41-44-234 1111, and its corporate identification number
is CHE-395.345.924. UBS Group AG was incorporated on 10 June 2014

and was established in 2014 as the holding company of the UBS Group.
UBS Group AG shares are listed on the SIX Swiss Exchange and on the

New York Stock Exchange (ISIN: CH0244767585; CUSIP: H42097107).

Contacts

Switchboards

For all general enquiries.
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
institutional, professional and retail
investors from our offices in Zurich and
New York.

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

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

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

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
enquiries on compensation and related
issues addressed to members of the
Board of Directors.

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

sh-company-secretary@ubs.com

Hotline +41-44-235 6652
Fax +41-44-235 8220

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

sh-shareholder-services@ubs.com

Hotline +41-44-235 6652
Fax +41-44-235 8220

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

Computershare Trust Company NA
P.O. Box 30170

College Station

TX 77842-3170, USA

Shareholder online enquiries:
https://www-us.computershare.com/
investor/Contact

Shareholder website:
www.computershare.com/investor

Calls from the US +1-866-305-9566
Calls from outside

the US +1-781-575-2623

TDD for hearing impaired
+1-800-231-5469

TDD Foreign Shareholders
+1-201-680-6610

Corporate calendar UBS Group AG Imprint

Publisher: UBS Group AG, Zurich, Switzerland | www.ubs.com

Publication of the first quarter 2015 report: Tuesday, 5 May 2015 C
Language: English/German | SAP-No. 82307E

Annual General Meeting': Thursday, 7 May 2015

© UBS 2015. The key symbol and UBS are among the registered and

Publication of the second quarter 2015 report:  Tuesday, 28 July 2015 unregistered trademarks of UBS. Al rights reserved.

Publication of the third quarter 2015 report: Tuesday, 3 November 2015

1 The Annual General Meeting of UBS AG shareholders will also take place on Thursday, 7 May 2015.
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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: (i) the degree to which UBS is successful in executing its announced strategic plans, including its cost reduction and
efficiency initiatives and its planned further reduction in its Basel Il risk-weighted assets (RWA) and leverage ratio denominator (LRD); (ii) 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; (iii) chang-
es in the availability of capital and funding, including any changes in UBS’s credit spreads and ratings, or arising from requirements for bail-in debt or loss-absorb-
ing capital; (iv) changes in or the implementation of financial legislation and regulation in Switzerland, the US, the UK and other financial centers that may impose
more stringent capital (including leverage ratio), liquidity and funding requirements, incremental tax requirements, additional levies, limitations on permitted ac-
tivities, constraints on remuneration or other measures; (v) uncertainty as to when and to what degree the Swiss Financial Market Supervisory Authority (FINMA)
will approve reductions to the incremental RWA resulting from the supplemental operational risk capital analysis mutually agreed to by UBS and FINMA, or will
approve a limited reduction of capital requirements due to measures to reduce resolvability risk; (vi) the degree to which UBS is successful in executing the an-
nounced creation of a new Swiss banking subsidiary and a US intermediate holding company, the squeeze-out to complete the establishment of a holding com-
pany for the UBS Group, changes in the operating model of UBS Limited and other changes which UBS may make in its legal entity structure and operating
model, including the possible consequences of such changes, and the potential need to make other changes to the legal structure or booking model of UBS
Group in response to legal and regulatory requirements, including capital requirements, resolvability requirements and proposals in Switzerland and other coun-
tries for mandatory structural reform of banks; (vii) changes in UBS's competitive position, including whether differences in regulatory capital and other require-
ments among the major financial centers will adversely affect UBS’s ability to compete in certain lines of business; (viii) 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; (ix) the
effects on UBS's cross-border banking business of tax or regulatory developments and of possible changes in UBS’s policies and practices relating to this business;
(x) 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 differences in compensation practices; (xi) changes in accounting or tax standards or policies, and determinations or interpretations
affecting the recognition of gain or loss, the valuation of goodwiill, the recognition of deferred tax assets and other matters; (xii) limitations on the effectiveness
of UBS's internal processes for risk management, risk control, measurement and modeling, and of financial models generally; (xiii) whether UBS will be successful
in keeping pace with competitors in updating its technology, particularly in trading businesses; (xiv) the occurrence of operational failures, such as fraud, unau-
thorized trading and systems failures; and (xv) the effect that these or other factors or unanticipated events may have on our reputation and the additional con-
sequences that this may have on our business and performance. The sequence in which the factors above are presented is not indicative of their likelihood of
occurrence or the potential magnitude of their consequences. Our business and financial performance could be affected by other factors identified 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 furnished 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 2014. 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.

Tables | Within tables, blank fields generally indicate that the field is not applicable or not meaningful, or that information is not available as of the relevant date
or for the relevant period. Zero values generally indicate that the respective figure is zero on an actual or rounded basis.



UBS Group AG
P.O. Box
CH-8098 Zurich

www.ubs.com

3 UBS



	UBS Group AGCompensation Report 2014
	Table of contents
	Letter to shareholders
	2014 performance and compensation funding
	2014 compensation for the Group CEO and theother GEB members
	2014 compensation for the Board of Directors
	Our compensation governance framework
	Our compensation model for employeesother than GEB members
	Our deferred variable compensationplans for 2014
	Supplemental information
	List of tables
	Information sources
	Cautionary Statement Regarding Forward-Looking Statements




