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UBS Wealth Management (Uk) Ltd

Directors' Report

The Dhrectors present their report and financial statements of UBS Wealth Management (UK) Ltd ("the Company") for the year ended 31 December 2010

Principal activities and review of the business

During the year the Company did not engage i any business In the previous financial year on 5 December 2009 the Company's ongomg business was transferred to
and amalgamated into the cxisting Wealth Management business m the London Branch of is parent company UBS AG At the same ume all staff contracts were
also transferred to UBS AG The consideration for this purchase and sale agreement was the net book vatue of the assets and business transferred

Invested assets at 31 December 2010 were £ril (2009 Emil)y

The Company was authonsed and regulated by The Financial Services Authonty { ‘FSA ) to conduct achivities regulated under the Financial Serviees and
Markets Act 2000 An application made to the FSA for deregulation was granted effective the 24 March 2011

Results and dividends
The Company made a profit after tax for the year of £0 14m (2009 loss £0 77m) This profit after tax was generated from interest receivable of £0 §3m (2009 £15 3m)

The directars do not intend to recommend the declaration of a final dividend 1n respect of the year { 2009 £r1l) The directors paid an interim dividend in 2010 of £9m
(2009 £13m)

Principal nisks and uncertainties
As discussed above the Company had transferred 115 ongoing business to the London Branch of uts parent company UBS AG 1n 2009 As a result of this and the fact
trading has now ceased, the Company faces a low [evel of operational nsk and few uncertamties

As a wholly-owned subsidtary of UBS AG the Company operates in hne with UBS AG Group polteies and risk management methodologies Addutionally until
the Company was dercgulated by the FSA on the 24 March 2011 BIPRU 2 2 requured that the adequacy of the Company's capital was assessed by both the Company
and the +SA until deregulation

As part of this the Company had an obligation to perferm an Internal Capital Adequacy Asscssment Process ("[CAAP") This process included 1) carrying out regular
assessments of the amounts, types and distnbution of financial resources capital resources and mternal capital that the Company considered adequate to cover the
nature and level of the risks to which 1t was or nmght have been exposed 2) 1dentifying the major sources of risk 10 its abuity to meet its liabilitses as they fall due,

3) conduchting stress and scenano 1ests, 4) ensuring that the processes, strategics and systems arc both comprehensive and proportionate to the nature, scale and
complexity of that firm's activities and 5) documenting 1ts [CAAP The Company updated this assessment on a quarterly basis and the results were reviewed

by the Board at each board mecting

Key performance indicators

Given the scope of the busimess and that the Company ts a wholly-owned subsidiary of UBS AG  the Directors are of the opimion that the use of key performance
indicators or other forms of performance measurement are not necessary i providing an understanding of the development performance or position of the Company
and 115 business for the purposes of Section 417 of the Companies Act 2006 The parent company matntains an oversight of the Company’s perfoermance under the
Wealth Management business and governance management structures The Directors continually and actively monitored the Company’s regulatory capital bmats duning
the year

Future developments
As discussed above, the Company has transferred 1ts ongoing business to UBS AG and was dercgulated by the FSA on 24 March 2011 The Company 1s
therefore unlikely to carn or incur any sigmficant revenuces or costs dunng the course of 2011

Chanitable donations and political contnbutions
The Company made £m] (2009 £150) of chantable donahions dunng the year Nonc of these contnibutions were made for political purposcs

Directors
The names of the current Directors are shown on page 2 Dunng the year thete were two new appointrents to the Board Mr C D Licence was appomted to
the Board on 30 July 2010 and Mr D H A Rowe was appointed to the Board on 8 Septemnber 2010

During the year there have been two resignations from the Board Mr P L Hall resigned as a Dircetor of the Company on 18 March 2010 and Mr D W S Retd resigned
25 a Dircctor of the Company on 28 Apnik 2010
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Directors’ Report

Disclasure of information to anditors

So far as cach person who was a director at the date of approving this report ts aware there 1s no relevant andit information  being information needed by the auditor
0 connechion with prepanng 1s report of which the auditor 1s unaware Having made enquines of fellow directors and the group s auditor, cach director has taken all
the steps that he is obliged to take as a director 1n order to made himself aware of any relevant audit information and to cstablish that the auditor is aware of that
information

Thus confirmation 1s given and should be mterpreted i accordance with the provisions of section 418 of the Companies Act 2006

Gomng concern

The Company's management has made an assessment of the Company's ability to contmue as a gotng concern and 15 satisfied that the Company has the resources

10 continug to meet 1ts liatalitics as and when they fall due despate no longer rading Furthermore the management 15 not aware of any matenal uncertaintics that may
cast significant doubt upon the Company's abihity to continuc as a going concern Therefore, the financral statements hav e been prepared on the going concern basis

Auditors
Emst & Young LLP registered audrtors have indicated thetr willingness to continue 1n office and a resolution for their reappointment wall be proposed at the
forthcoming annual gencral mecting 11 accordance with the provisions of Section 485 of the Companics Act 2006

Ptllar 3 Disclosures

For the purposcs of the Financial Services Authonty s BIPRU rule 11 3 10 (4} the Pillar 3 Disclosures for UBS Wealth Management (UK) Lid for 2008 and 2009 can be
found on the UBS AG website www ubs com under the  Pillar 3 disclosures of subsidianes i the UK’ pages accessible through the Analysts & Investors link on the
UBS AG homepage

Approved by the Board of Directors on 5 August 2011 and signed on their behalf by

Harrict arles
Sceretary
5 August 2011
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UBS Wealth Management (UK) Ltd

Statement of Darectors’ Responsibilities

The directors are responsible for preparing the Directors' Report and the financial statements in accordance with apphicable law and regutations

Company law requires the directors to prepare financial statcments for cach financial year Under that law the directors have clected to prepare the financial statements
in accordance with United Kingdom Generally Accepted Accounting Practice (Umited Kingdom Accounting Standards and applicable law} Under company law the
directors must not appros ¢ the financtal statements unless they are sabisfied that they give a true and fair view of the state of affairs of the Company and of the

profit or loss of the Company for that peried In prepanng these financial statements the directors are requared to

- seleet switable accounting pohicies and then apply them consistently,

- make judgments and estimates thal are reasonable and prudent

- state whether apphicable UK Accounting Standards hav e been followed, subject to any matenal departures disclesed and explained in the
financtal statements and

- prepare the financial statements on the goang concern basts unless 1t 1s inappropnate to presume that the company will continue in business

The directors are responsible for keeping proper accounting records that are sufficrent to show and explain the Company's transactions and disclose with reasonable
accuracy at any time the financial position of the company and enable them to ensure that the financial statements comply with the Compantes Act 2006 They are
atso responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention und detection of fraud and other iregulantics
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UBS Wealth Management (UK) Ltd

Independent Auditer’s Report to the members of UBS Wealth Management (UK} 1 1d

We have audited the financial statements of UBS Wealth Management (UK) Lid for the year ended 31 December 2010 which compnse the profit and less
account the balance sheet and the related notes 1 to 16 The financial reporting framework that has been apphed in thewr preparation is applicable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report 1s madc solely to the Company's members as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006 Our audit work has been
undertaken so that we might state to the Company’s members those matters we arc required 1o state to them in as auditor's report and for no other purpose

To the fullest extent permutted by law we do not accept or assume responsibility to anyene other than the Company and the Company’s members as a body for our
audit work for this report or for the opinions we haye formed

Respective responsibilities of directors and auditors

As explamed more fully o the Directors’ Responsibilitics Statement set out on page § the directors are responsible for the preparation of the financial statements
and for being satisfied that they give o true and fair view Our responsibility 15 to audit the financial statements 1 accordance with applicable law and Intermational
Standards on Auditing {UK and Ircland) Thaese standards reguire us to comply with the Auditing Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audet of the financial statements

An audit inyvolyes obtamming evidence about the amounts and disclosures 1n the financial statements sufficient 1o give reasenable assurance that the financial
statemenits are free from material mussiatement, whether caused by fraud or error This includes an assessment o whether the accounting pohicies are appropriate
to the company's circumstances and have been consisiently apphed and adequatety disclosed the reasenableness of significant accounting estimates made by

the directors, and the overall presentation of the financial statements In addion we read all the financial and non-financial mformation 1n the Repert and
Financial Statements to dentify matertal misstatements and inconsistencies we consider the impheanons for our report

Opimion on the financial statements

In our opinion the financtal stalements
(n) gove o truc and farr view of the state of the company's affairs as at 31 December 2010 and of the profit for the year then ended
{b) have been properly prepared 1n accordance with United Kingdom Generally Accepted Accounting Practice and
(c) have been prepared 1n accordance with the requirements of the Compames Act 2006

Opuon on other matter prescribed by the Companies Act 2006
In our opinton the information given mn the Directors’ Report for the financial year for which the financial statements are prepared ss consistent weth the financial
statemients

Maltters on which we are required to report by exception
We have nothing to report 1 respect of the following matters where the Companies Act 2006 requires us to report to you il n our opinion
(a) adequate accounting records have not been kept or returns adequate for our audut have not been receaved from branches not visited by us, or
(b) the financial statements are not 10 agreement with the accounting records and retums, or
(c) certain disclosures of directors’ remuneration specified by law are not made or
(d) we have not recerved all the information and explanations we require for our audit

o
nsbe [Cn )

Sarah Wilhams {Scmor statutory auditor)
for and on behalf of Emst & Young LLP Statutory Auditor
London

BAugust 2011
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Profit and Loss Account
For the year ended 31 December 2010

Notes 2010 2009
£'000 £'000
Turnover 2 49 15333
Operating costs 4 (75) (16 544)
Operating loss 26) (L2111
Interest recervable and sumilar income 5 231 388
Interest payable and similar charges 9) (34
Profit/(Loss) on ordinary activities before taxation 196 (857)
[ncome tax (cxpensc)/credit 6 {55) 91
Profit/(Loss) oo ordinary activities after taxation for the financial year 141 (766)
Profit/(Loss) for the financial year 15 141 (766)

All recognised gains and losses ansing duning the year and the prior year are reflected in the profit and loss account
Tumaver and operating profit all denve from continutng operations

The notes on pages 9 to 15 form an integral pan of these financial statements




UBS Wealth Management (UK) Ltd
Registered Number 1325665
Balaoce Sheet
As at 31 December 2010

Notes 2010 2009
£'000 £1000
Current assets
Debtors 8 2,108 4403
Cash at bank and 1n hand 9 15,903 23,321
18,008 27 724
Creditors Amounts falling due within one year 10 {1,700) (2412)
Net current assets 16,308 25312
Total assets less current Liabilities 16,308 25312
Provisions for llabihines and charges 1 - {145)
Tuotal net assets 16,308 25,167
Capital and reserves
Cailed-up share capital 12 2,506 2506
Share premum account 15 13,150 13150
Profit and loss account 15 652 9511
Shareholders' funds 16,308 25 167

The financial statements were approved by the Board of Directors and authorised for 1ssuc on § August 2011 They were signed on its behalf by

The notes on pages 9 to 15 form an 1ntcgral part of these financial statements

Andrew Kitchen
Director
London

5 August 2¢11
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Notes to the Financial Statements
For the year ended 31 December 2010

Accounting polictes

(a) Accounting convention
The financial statements of UBS Wealth Management (UK) Lid have been prepared under the histonical cost convention and tn accerdance with
applicable United Kingdom laws and accounting standards

(b} Fiwnancial statements
1} Al unsettled transactions at the balance sheet date are included in the financial statements
n} Commnussions and alt other imcome are taken to the profit and loss account on all transactions executed during the year to the balance sheet date
1) Ameunts due to and from counterpartics are disclosed on a gross basis
w) The Company has taken advantage of the exemption offered under section 405(2) of the Companies Act 2006 not to produce group accounts
v} Under the provisions of Financial Repotting Statement 1 (revised) the Company 1s not required to present a cash flow statement as more than nunety
per cent of the voling rights are controlled within the group into whose accounts the results of the Company are consolidated

(¢} Deferred taxation
Deferred tax 1s provided i full on ming differences that result in an obligation at the balance sheet date 1o pay more 1ax, or a right to pay less tax, at a
future date, at rates expected to apply when they crystallise based on current tax rates and law Timmg differences anse from the inclusion of items of
mcome and expenditure 1n taxation compulations 1n penods different from those in which they are included in financial statements

Deferred tax assets are recogmised to the extent that it s regarded as hkcly that they will be recovered

(d) [Investments
Investments m subsidiary undertakings are stated at cost less any provision for impawrment

{e) Pensions
Until 5 December 2009 the Company was a participating employer in the UBS AG Group pension scheme

{ UBS AG Group defined contribution scheme
The charge to the profit and loss account in respect of this scheme represents normal contributions payable 1n respect of the relevant penod

(g) Related parties
1) Inter company transactions
The Company has taken advantage of the exemption granted by Financial Reporting Standard 8 to wholly owned companies within a group not to disclose
transactiens with other group enfitics

u) Transactions with Directors
Dnrectors are entitled to deal in securities through UBS Wealth Management (UK) Lid 1n accordance with the Company’s personal account dealing
rules These provide that Directers recorve the same terms as chients except that they are entitled to reduced commission rates

(h) Revenue recogniion
Revenue is recoghised based on commissions camed on a trade date basis and management fees, trail commissions and other income recogmsed on an
accruals basis
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UBS Wealth Management (UK) Ltd

Notes to the Financial Statements
For the year ended 31 December 2010

Share based payments

The Company proveded vanous equity participation plans to employcees 1n the form of UBS AG share plans and UBS AG share option plans The Company
recogmses the fawr value of share and share option awards, deterimined at the date of grant as compensation expensc oy er the peniod that the employee s
requires to provide active services 1n order to camn the award Plans contatning voluntary termimnation non-compete provisions (1 ¢ good leaver clause} and no
vesting conditions are considered vested i substance at the grant date because no future service 1s required The related compensantion expense 1s recogmzed
duning the performance year which 1s gencrally the peniod prior to the grant date The awards remain forfentable untit the legal vesting date if certaun conditions
are not met Forferture of awards after the grant date does not result 1n a reversal of compensation expense as the related services have been received Plans
contaiming vesting condinons typically have a three-year nered vesting structure which means awards vest in one-third increments over that penod Such awards
may contan provistons that shorten the required senvice pentod due to retirement chgibibity In such mstances the Company recogmizes compensation expense
over the shorter of the legal vesting peniod and the penied from grant to the retirement ehigibility date of the employee Forfeiture of these awards results in a
reversal of compensanon expense The fair value of share awards 15 equal to the average UBS AG share price a1 the date of grant adjusted for an employee's
non-entitlement to dividends duning the vesting penod (1f applicable) and any posi-vesting sale and hedge restnictions and non-vesting condimons  The fair value
of sharc option awards s determined by means of a Monte Carlo simulation which takes inte account the specific terms and condions under which the share
options are granted Equuty settled awards are classified as cquity instruments and are not remeasured subsequent to the grant date unless an award 1s modified
such that 1ts fair value immedaately after modification exceeds s far vatue tmmedimely prior to modification Any wnerease in farr value resulting from a
modification 1s recognized as compensation expense either over the remainuing service peried or immediately for vested awards Cash settled awards are
classified as habilities and remeasured to fair value at cach balanee sheet date as long as they are outstanding Decreases in farr value reduce compensation
cxpense and no compensation expense, on a cumulative basis 1s recognized for awards that expire worthless or remauwn unexercised

Further information on the Company equity compensation plans (s disclosed in Note 3(d) to the Financsal Statements
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Notes to the Financial Statements

For the year ended 31 December 2010

Turnover
Turmon er represents commissions eartied on a trade date basis and management fees trail commussions and other income recognised on an accruals basis and
anses from one class of business substantially 0 the Unued Kingdom

Informaton regarding Direclors and employees
(a) Employee costs during the year

010 2009
£000 £000
Wagces and salanes
Wages and salarics not including equity remuncration costs - 7 599
Incentive payments followeng acquisition of the Company - -
Employee incentive plan (FPP/Non-EPP) - 427
|
Tolal wages and salanes including equity remuncration costs - § 026 ‘
Social secunty cosis - 156
Other pension costs - 480
Total employee costs - 9 262
2010 2009
Avcrage number of persons employed - 78

(b) Pensions
The UBS AG Group Penston Seheme [ Group Scheme™) 1s operated by UBS AG Eligible employees of UBS AG including those of the Company for
the year ended 31 December 2009 were members of the defined contnibution section of the Group Scheme Members were entitled 10 make voluntary
contrtbutions 1 addition to employers contributions

The total pension costs to the Company were ENu {2009 £480 000)
{¢) Dircctors’ emoluments
Lmoluments recervable charged in the company were £Nit (2009 £Nil} The aggregate remuneration of the Directors for the year was £N1l (2009 £196 000) and the
total remuncration of the highest paid Dhrector was £Nil (2009 £70,000)
Ne ecmoluments recervable where charged in any other Company within the Group (2009 £N11}
(d) Share based payments

The expense recogmised for share-based payments wn respect of employce seraces received dunng the year 1s £ml (2009 £427 078)
This expense was entirely equity scttled
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UBS Wealth Management {(Uk) Ltd

Notes to the Financial Statements
For the year ended 31 December 2010

Share based payments (cont)

UBS Share Awards
Mo ement i shares granted under cquity participation ptans during 2009 were as follows

Forfewtable at the beginming of the year
Shares awarded dunng the year
Forfetted dunng the year

Distnbuted during the year

Transferred 10 UBS AG

UBS Option Awards
Movements in options granted under equity participation plans dueing 2009 were as (ollows

Ouistanding at the beginning of the year
Exercised dunng the year

Forfeited during the year

Expired Unexercised

Granted dunng the year*

Transferred to UBS AG

*As a result of the rights offering 1n June 2008 UBS adjusted the number of options and exercise pace for vested and unvested employee ophions which were
uncxeraised at the date of the nghts offering This was done to prevent any difution impact to holders of these options No addiional compensation cxpense was

recognized

Valuation

The fair value of options 15 determined by means of @ Monte Carlo simulaten The fuir value of options granted in 2009 was determined

using the following assumptions

2009
GBP Lquivalent **
awards
Expected volatility (%) 48 22
Rusk-frec interest rate (%) 216
Expected dvidend (GBP Equivalent) ** o6
Strike price (GBP Equivalent) ** 710
Share price (GBP Equinalent) ** 596

Weighted average
Number of shares  grant date faur value
009 (GBP)

5781t 34

(10,616) 23

(30632) 39

16 563 19

Weighted average
Number of shares  exercise pnice
2009 (GBP)

31466 30

(2241) 22

(24 140) 29

2862 8

7947 26

range low range high

4091 5347
150 257
G 00 017

559 2391
559 1152

** The shares and options (n the above mentioned schemes are onigmnally 1ssucd or granted 1n CHF and are translated using the year end exchange rafes

Opemng balances use the prior year's exchange rate and intra year amounts use the year end exchange rate for that year
The valuations used above are consistent with the valuations of the parent company UBS AG's cquity participation schemes

On 5 December 2009 all the Company's employees were transferred to UBS AG
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Notes to the Financial Statements
For the vear ended 31 December 2010

6 Tax

2010 2009
£4000 £000
4 Operating costs
Operating costs include
Leasc charges 1n respect of land and buildings (rental refund recerved in 2010) 48] 73
Auditors remuneration
Audit of the Company's annual accounts {accrued forin UBS AG as of 2010) - 69
5§ Interest recewvable and similar income
Interest receivable 231 388
Interest received and simular incorme 231 388
(a) Analvsis of tax {credity/charge on ordinary activitics
Current tax charge/{credit} 55 (171}
Deferred tax charge - 80
Tax charge/(credit) 55 (91)
(b} Factors affecting the tax charge/(credit} for the current year
The tax assessed for the year 15 equal to that resulting from applying the standard rate of corporation tax in the UK of 28% (2009 28%)
Profit/{loss) on ordinary activilies before Tax 196 (857)
Tax at 28% (2009 28%) thercon 55 (240)
Effects of
Expenses net deductible for tax purposes - 84
Capital allowances m excess of depreciation - (15)
Movement 1n gencral provisions - -
Current year tax charge/(credit) 55 (171)
Deferred Taxatien in relation to timung differences - 80
Tax charge/(credit) 55 (91)

(c) Unrecogmsed deferred tax assets
The Company does not have an unrecognised deferred tax asset dunng the year (2009 £ml)




{1]

11

- 14-
UBS Wealth Management {UK) Ltd

Notes to the Financial Statements
For the year ended 31 December 2010

piulll 2009
£'000 £'000
Dividends
Amounts recognised as distributions to equaty holders in the year
Intenim dividend for the year ended 31 December 2010 0 036p (2009 0 052p) per ordwary share 9000 13 000
9,000 13 000
Debtors
Trade debtors - 2,048
Amounts owed by related undertakings* 2,105 1942
Other debtors - 214
Prepayments and accrued income - 199
Total debtors 2105 4 403
*Amount (s owed by UBS AG and 18 non-interest bearing and due within one year
Cash at bank and o hand
Cash at bank and n hand 15 503 23,321
At 31 December 2010, amounts held by the Company on behalf of chients i segregated accounts 1n accerdance with the Chent Money Rules of the FSA
amounted to £mit (2009 £9 million) The Company has no beneficial interest 1n these depoesits and accordingly they are not included in the balance sheet
Creditors Amouants falling due within one year
Bank orcrdrafts - 10
Trade creditors - 145
Amounts ewed to the parent undertaking and fellow subsidiary undertakings 1 830 -
Amount due from a group undertaking for group relicf {130) 1 645
Other creditors including tax and social secunty - 482
Accruals and deferred income - 13¢
1 700 2412
Trade creditors include £nid (2009 £757) due to Group undertakings
Provisions for Liabilities and charges
Balance brought forward 145 15
Ansing during the year - 145
Released/utilised duning the year {143) (15)
Balance carried forward . 145

In 2009 the Company had an outstanding amount mn respect of a chent account The amount of £145 165 that was provaded for this amount was released dunng
the current year when the chent balance was transferred to UBS AG
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UBS Wealth Management (UK) Lid

Noles to the Financial Statements
For the year ended 31 December 2010

2010 2009
£000 £000
Called up share capital
Allotted and fully paid 250,643,795 ordinary shares of |p cach 2506 2 506
2,506 2 506
Subsidiary undertakings
As a result of the sale and purchasc agrecment between UBS AG and the Company, the full share capital of subsidiary undertakings was purchased by UBS AG on
5 December 2009
Annual comnutments ender operating leases
The total cost of land and buildings Icases which expire within one year was £Nil (2009 £16,000) All lcases were novated or cancelled as part of the business
transfer to UBS AG on 5 December 2009
Movement of shareholders' funds
Share Profit & Loss Share Tatal
Captal Premium
£'000 £000 £000 £000
Balance brought forward as at 1 January 2010 2506 9511 13,150 25167
Dividends paid (9,000} {9,000)
Retained profit for the year - 141 - 141
Balance camed forward as at 31 December 2010 2,506 652 i3 150 16 308

Ultimate controlling party
During the year the Company’s immediate and ultimate holding company 15 UBS AG, a company registered in Swatzerland, which 1s the smallest and largest
company for which group accounts are prepared Copics of the group financial statements may be obtamned from UBS AG, | Finsbury Avenue, London FC2ZM 2PP




