SETTLEMENT AGREEMENT
WHEREAS,

The United States of America (the “United States”), the U.S. Internal Revenue
Service (“IRS”) and UBS AG (“UBS”) (singularly a “Party” and collectively the “Parties™)
desire to resolve their dispute over the John Doe summons that was served upon UBS by the IRS
on or about July 21, 2008 (the “UBS Summons”) and that is the subject of the matter pending in
the United States District Court for the Southern District of Florida, Miami Division, entitled
United States of America v. UBS AG, Case No. 09-20423-CIV-GOLD/MCALILEY (the
“Action™);

the United States and the Swiss Confederation have entered into a separate
agreement dated August 19, 2009, in which the United States and the Swiss Confederation have
agreed on an information exchange mechanism that is intended to achieve the U.S. tax
compliance goals of the UBS Summons while also respecting Swiss sovereignty (the “US-
Switzerland Agreement”); and

as contemplated in the US-Switzerland Agreement, the IRS will deliver to
the Swiss Federal Tax Administration (the “SFTA”) a request for administrative assistance,
pursuant to Article 26 of the 1996 Convention Between the United States of America and the
Swiss Confederation for the Avoidance of Double Taxation with Respect to Taxes on Income
(the “1996 Convention”), seeking information with regard to accounts of certain U.S. persons
maintained at UBS in Switzerland (the “Treaty Request”).

NOW, THEREFORE, the Parties have agreed to the settlement of the Action on
the terms set forth below:

1. Immediately upon the execution of this Settlement Agreement, and in no event more than 5
business days after its execution, UBS and the United States will file a Stipulation of
Dismissal, pursuant to Fed.R.Civ.P. 41(a)(1)(A)(ii), with the United States District Court for
the Southern District of Florida. (A copy of the proposed joint stipulation dismissing the
Action is attached hereto as Exhibit A.) The Parties understand that the dismissal of the
Action pursuant to this paragraph 1 shall, in and of itself, have no effect on the UBS
Summons or its enforceability.

2. In order to facilitate and support the information exchange mechanism being established
under the US-Switzerland Agreement, UBS agrees that it shall produce, on a rolling basis,
account information to the SFTA on the following schedule: (i) within 60 days after UBS
receives notice from the SFTA that the Treaty Request has been received by the SFTA, UBS
shall submit to the SFTA the first 500 cases described in paragraphs 2.A.b and 2.B.b of the
Annex to the US-Switzerland Agreement; (ii) within 180 days after UBS receives notice from
the SFTA that the Treaty Request has been received by the SFTA, UBS shall submit to the
SFTA the remaining cases described in paragraphs 2.A.b and 2.B.b of the Annex to the US-
Switzerland Agreement; and (iii) within 270 days after UBS receives notice from the SFTA



that the Treaty Request has been received by the SFTA, UBS shall submit to the SFTA all the
remaining cases subject to the Treaty Request. As a result, UBS shall complete the
production to the SFTA of all cases responsive to the Treaty Request no later than 270 days
after UBS receives notice from the SFTA that the Treaty Request has been received by the
SFTA. The account information referred to in this paragraph is the information that UBS is
ordered to produce to the SFTA pursuant to the Treaty Request. Based on an analysis
conducted by UBS, the Parties estimate that information concerning approximately 4,450
accounts shall be provided by UBS to the SFTA in response to the Treaty Request.

. In order to further expedite the process, UBS agrees to send notices based on currently
available contact information to U.S. persons whose accounts with UBS are subject to the
Treaty Request informing such U.S. persons that they should promptly designate an agent in
Switzerland for the receipt of communications concerning the Treaty Request with respect to
their accounts as soon as such accounts are identified by UBS but, with respect to accounts
described in paragraphs 2.A.b and 2.B.b of the Annex to the US-Switzerland Agreement,
beginning immediately upon UBS receiving notice from the SFTA that the Treaty Request
has been received by the SFTA and continuing on a rolling basis, UBS shall send notices to
holders of 500 such accounts within 15 days of receiving notice from the SFTA; shall send
notices to holders of 1,000 additional such accounts within 30 days of receiving notice from
the SFTA; shall send notices to holders of 1,000 additional such accounts within 45 days of
receiving notice from the SFTA; and shall complete notifying all such accounts identified at
that time within 90 days of receiving notice from the SFTA. The Parties recognize that
certain unavoidable system limitations and technical issues with respect to a de minimis
number of accounts relating, for example, to the identification of addresses for old and/or
closed accounts, may cause delays with respect to notification. The Parties agree that any
delay in sending notices to a de minimis number of account holders requiring notification
within the timeframes set forth in this paragraph 3 shall not be considered a violation of this
paragraph 3. The Parties will consult regularly with respect to any such issues that arise. If
such U.S. persons do not designate an agent in Switzerland, communications with respect to
their accounts shall be sent to such persons’ last known mailing address. UBS agrees that the
notice will advise such U.S. persons that if they choose to appeal to the Swiss Federal
Administrative Court any SFTA administrative decision authorizing the providing of account
information to the IRS, they may have an obligation under 18 U.S.C. §3506 to serve the
notice of any such appeal and/or other documents relating to the appeal on the Attorney
General of the United States at the time such notice of appeal or other document is submitted.
UBS agrees that the notice shall encourage such U.S. persons to consult with qualified
counsel concerning any obligations they may have under 18 U.S.C. §3506 should they
choose to appeal. UBS agrees that the notice shall encourage such U.S. persons to execute a
written instruction directing that the relevant account information (i.e., account opening and
closing documentation and account statements) in respect of any accounts they maintained
with UBS in Switzerland be transmitted to the IRS; in accordance with all valid instructions
received from such U.S. persons, UBS shall transmit, at the earliest opportunity and on a
rolling basis, all such information to the IRS. Finally, UBS agrees that the notice provided
by UBS shall encourage such U.S. persons to consult with a qualified U.S. tax advisor
regarding their account with UBS and, if appropriate, to take advantage of the IRS’s



Voluntary Disclosure Practice. (Such notice shall be substantially in the form attached hereto
as Exhibit B.)

4. UBS agrees that, in connection with its ongoing exit from its U.S. cross-border business, UBS
shall send a written communication to all exiting U.S. clients encouraging such clients to
execute a written instruction directing that account information substantially similar to the
account information ordered to be produced to the SFTA with respect to any accounts they
maintained with UBS in Switzerland be transmitted to the IRS, and UBS shall continue to
maintain instructions and proposed forms relating to such waivers on UBS’s website. In
accordance with all valid instructions received from exiting U.S. clients, UBS shall transmit,
at the earliest opportunity and on a rolling basis, all such account information to the IRS. In
addition, the IRS has stated, in the US-Switzerland Agreement, that it intends to ask UBS
clients who wish to participate in the IRS’s voluntary disclosure practice to submit written
instructions to UBS directing that UBS provide relevant account information directly to the
IRS. UBS commits to process such instructions promptly and, in accordance with all valid
instructions received from such accountholders, UBS shall promptly transmit such account
information to the IRS.

5. The Parties understand that the Swiss Federal Office of Justice (the “SFOJ”), which shall
seek the assistance of the Swiss Financial Market Supervisory Authority (the “FINMA”™),
shall oversee UBS’s compliance with its commitments under this Settlement Agreement,
including but not limited to the commitments set forth in paragraphs 2 and 3 of this
Settlement Agreement.

6. The IRS and UBS hereby agree to amend UBS’s Qualified Intermediary (“QI”’) Agreement,
and to amend the QI audit guidance (applicable to UBS with respect to tax years for which
the QI Agreement has been amended) to implement the provisions set forth in IRS
Announcement 2008-98 effective for QI audit year 2010; provided, however, that in the event
the IRS or the U.S. Department of Treasury issues temporary or final regulations or other
guidance with respect to the QI program that modify or supersede, in whole or in part, the
provisions set forth in IRS Announcement 2008-98, UBS agrees to be bound by such
guidance, and the QI Agreement and the applicable QI audit guidance shall be further
amended as necessary to give effect to such subsequent regulations or other guidance. The
IRS and UBS further agree that the amendment to UBS’s QI Agreement shall provide that the
first QI audit year shall be 2010, and that such QI audit shall be conducted during the year
2011. UBS agrees to provide the IRS U.S. Competent Authority with copies of the periodic
reports on the progress of the Exit Program it makes to the U.S. Department of Justice
pursuant to paragraph 5 of the Deferred Prosecution Agreement between the United States
and UBS dated February 18, 2009 (“DPA™) at the same time it provides them to the U.S.
Department of Justice. The IRS and UBS further agree that upon execution of the amended
QI Agreement and adoption of the amended QI audit guidance, the IRS shall withdraw with
prejudice the Notice of Default dated May 15, 2008 served on UBS by the IRS, and that such
withdrawal constitutes the final resolution of any and all deficiencies, breaches, defaults and
liabilities relating to or arising out of UBS’s QI Agreement. Nothing in this Settlement
Agreement shall serve to limit the IRS’s ability to amend the QI program or audit guidance in



the future with respect to all QIs and to apply such program-wide amendments or guidance to
UBS’s QI Agreement.

. With respect to UBS accounts that are covered by the UBS Summons but that will not be
described in and subject to the Treaty Request, the IRS agrees to withdraw with prejudice no
later than December 31, 2009 the UBS Summons with respect to those accounts; provided,
however, if UBS fails to timely meet in any material respect any of its obligations under
paragraphs 2 and 3 of this Settlement Agreement that are required to be performed on or
before December 31, 2009, the IRS is not obligated to withdraw the UBS Summons with
respect to those accounts.

. With respect to UBS accounts that are covered by the UBS Summons and that will be
described in and subject to the Treaty Request, the IRS agrees to withdraw the UBS
Summons with respect to those accounts, subject to Article 5.4 of the US-Switzerland
Agreement, with prejudice upon the earlier of:

(a) the date on or after January 1, 2010 when the IRS has received, subsequent to
February 18, 2009, information concerning 10,000 UBS accounts pursuant to the Treaty
Request, the IRS’s voluntary disclosure practice, from UBS clients who have waived
their right to secrecy and instructed UBS or the SFTA to provide their account
information to the IRS, or under the DPA, or

(b) no later than 370 days from the date of this Settlement Agreement; provided,
however, (i) if UBS fails to comply in any material respect with any of its obligations
under paragraphs 2 and 3 of this Settlement Agreement, the IRS is not obligated to
withdraw the UBS Summons under this paragraph 8(b) with respect to those accounts
that will be described in and subject to the Treaty Request and which have not been
disclosed to the IRS as of that time as a result of the Treaty Request, the IRS’s voluntary
disclosure practice, or from UBS clients who have waived their right to secrecy and
instructed UBS or the SFTA to provide their account information to the IRS, or (ii) if
Article 5.4 of the US-Switzerland Agreement is triggered, and after all other alternatives
under such Article have been exhausted, the IRS is not obligated to withdraw the UBS
Summons under this paragraph 8(b) with respect to those accounts that will be described
in and subject to the Treaty Request and which have not been disclosed to the IRS as of
that time as a result of the Treaty Request or UBS clients waiving their right to secrecy
and instructing UBS or the SFTA to provide their account information to the IRS.

For purposes of subparagraph (a) of this paragraph 8, the IRS shall assess the feasibility of
including account information disclosed through FBAR filings made after the signing of this
Agreement and for which the IRS has determined that such filings are attributable to the fact
that the Parties entered into this Agreement.

In no event shall this Settlement Agreement or the alternatives provided for under Article 5.4

of the US-Switzerland Agreement require any financial payment or create any financial
liability by UBS to the IRS.



9.

Provided that the UBS Summons is withdrawn with prejudice in accordance with paragraphs
7 and 8 of this Settlement Agreement, the IRS agrees that it will not issue or seek to issue
against UBS any John Doe summons or other similar process or request in respect of any
accounts at UBS within the subject matter and time periods covered by the UBS Summons
and this Settlement Agreement (including the Treaty Request).

10. The IRS and UBS agree to meet with SFTA and SFOJ on a quarterly basis to assess the

1.

13.

progress of the process established in this Settlement Agreement, including evaluation of
maximum effectiveness of the voluntary compliance of UBS U.S. clients and additional

measures that the Parties can reasonably undertake to promote the enforcement interests of
the IRS.

The initial public statements shall be made simultaneously on August 19, 2009 at 9:30 a.m.
Eastern Daylight Time. The Parties agree that the following are confidential and shall not be
disclosed to any person or persons not engaged in the implementation or interpretation of this
Settlement Agreement: (i) any and all discussions leading up to the execution of this
Settlement Agreement and which may take place subsequent to its execution (and any and all
documents and communications reflecting the same other than this Settlement Agreement);
and (ii) the criteria used to identify the accountholders that are subject to the Treaty Request,
prior to the public release of such information under the terms of the US-Switzerland
Agreement. Provided, however, that the Parties agree that the IRS and the U.S. Department
of Justice may disclose the total number of direct accounts and the total number of offshore
company accounts expected to be provided by UBS to the SFTA pursuant to the Treaty
Request, the maximum value in such accounts at any point in time, and the total value of
such accounts as of September 30, 2008 and December 31, 2008 (or the last available value
prior to such dates). The Parties further agree that any Party may disclose other information
related to this Settlement Agreement with the consent of the other Parties, which consent
shall not be unreasonably withheld. For purposes of this paragraph 11, the IRS, UBS, SFTA,
SFOJ, FINMA, the Swiss Federal Council, and the U.S. Department of Justice are engaged in
the implementation or interpretation of this Settlement Agreement.

. UBS agrees not to make any public statement that contradicts any statement made by the

Swiss Confederation, the U.S. Department of Justice, or the IRS with respect to this
Settlement Agreement, unless any such statement materially mischaracterizes the terms of
this Settlement Agreement, but in no event shall UBS make such public statement before
UBS brings the public statement to the attention of the governmental entity described in this
paragraph 12 (and specifically to the attention of the IRS U.S. Competent Authority if the
governmental entity is the IRS) and provides that governmental entity with a reasonable
opportunity to explain or cure the public statement.

UBS AG shall provide a written consent in appropriate form meeting the requirements of
IRC §6103 and Treas. Reg. §301.6103(c)(1) to permit the IRS and the U.S. Department of
Justice to publicly discuss this Settlement Agreement, subject to the terms of paragraph 11.



14. The Parties further agree that:

(a) This Settlement Agreement contains all the agreements, conditions, promises and
covenants among and between the signatories regarding the matters set forth in it and
supersedes all prior or contemporaneous agreements, drafts, representations or
understandings, either written or oral, with respect to the subject matter of the present
Settlement Agreement, except that this Settlement Agreement does not affect the
terms of the DPA (or the Agreement between the IRS and UBS referred to therein) or
the Consent Order between UBS and the U.S. Securities and Exchange Commission in
SEC v. UBS AG, No. 1:09-cv-00316 (D.D.C.), Docket Entry No. 6;

(b) This Settlement Agreement may be amended or modified only by a written

instrument signed by, or on behalf of, all of the undersigned signatories or their
successors in interest;

(c) All counsel executing this Settlement Agreement warrant and represent that they have
the full authority to do so;

(d) This Settlement Agreement shall be binding upon and inure to the benefit of the
signatories hereto and their respective successors and assigns; and



(e) This Settlement Agreement may be executed in one or more original, photocopied,
electronically scanned or facsimile counterparts. All executed counterparts and each
of them shall be deemed to constitute an original and to be one and the same.

Dated at Washington, DC this  day of

By:

By:

By:

For
UBS AG

Marcus Diethelm, Esq.
Group General Counsel

For
UBS AG

John F. Savarese
Wachtell, Lipton, Rosen & Katz

For
UBS AG

Ralph M. Levene
Wachtell, Lipton, Rosen & Katz

By:

By:

, 2009.

For the
United States of America

John A. DiCicco

Acting Assistant Attorney General
Tax Division

United States Department of Justice

For the
Internal Revenue Service

Barry B. Shott

United States Competent Authority
Deputy Commissioner (International)
Internal Revenue Service

Large & Mid-Size Business



