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(¢).  The development and implementation of policies and procedures for receiving and
investigating allegations of material failures of QI Agreement-related internal controls.

7. The obligations set forth in paragraph 6 above shall apply only so long as UBS continues
to serve as a Qualified Intermediary, and this Agreement does not modify or amend the QI Agreement
between UBS and the IRS and does not affect any of the IRS’s or UBS’s rights or remedies under the QI
Agreement between them.

8. In addition to the QI Agreement-related compliance measures described above, UBS will
implement a revised governance structure for the legal and compliance functions. Within this new
framework, the Group General Counsel will have functional management responsibility and joint line
management authority over the legal and compliance functions that advise the different business
divisions, including the wealth management division. The Group General Counsel will also have
authority to identify issues of Group level importance, and will have final authority with respect to
compensation and promotion matters for divisional level legal and compliance personnel.

Disclosure of Client Data

9. Pursuant to and consistent with an order issued by the Swiss Financial Market
Supervisory Authority (“FINMA”™), UBS shall provide or cause to be provided to the Government the
identities and account information of certain United States clients (the “Disclosed Accounts™) as set
forth in a letter between UBS and the Government, dated February 16, 2009 (the “Account Disclosure
Letter”), attached hereto as Exhibit E and filed separately under seal, upon the entry of an order by the
Court accepting this Agreement. This Agreement shall not be effective or enforceable against the
Government unless the disclosure obligations set forth in this paragraph and the Account Disclosure

Letter are fully satisfied.
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Cooperation

10.  The Government acknowledges that UBS has provided substantial and important
assistance to the Government in connection with the investigation of UBS’s United States cross-border
business. Among other things, UBS undertook substantial efforts to provide information to assist United
States investigators while complying with established Swiss legal restrictions governing information
exchange. UBS also facilitated cooperative efforts between the United States and Swiss governments
regarding the Government’s investigation. UBS acknowledges and understands that the cooperation it
has provided to date with the criminal investigation by the Government, and its pledge of continuing
cooperation, are important and material factors underlying the Government’s decision to enter into this
Agreement. The Government acknowledges and understands that UBS is subject to certain Swiss laws,
which may impact its ability to provide documents and information in connection with its cooperation
obligations under this Agreement and that FINMA and other competent Swiss Authorities provide
authoritative guidance in this regard. Therefore, consistent with the disclosure obligations set forth in
paragraph 9 of this Agreement and Swiss law, UBS agrees to cooperate fully with the Government
regarding any matter related to the Government’s criminal investigation of UBS’s United States cross-
border business, including in connection with any criminal investigation or prosecution based on
information disclosed pursuant to paragraph 9 above and as set forth in the Account Disclosure Letter.

11. UBS agrees that its continuing cooperation with the Government’s investigation as set
forth in paragraph 10 above shall encompass the obligations as set forth in the Account Disclosure Letter
and shall further include, but not be limited to, the following:

(@).  Completely and truthfully disclosing all information in its possession to the
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Government about which the Government may inquire in connection with its investigation of UBS’s
United States cross-border business;

(b).  Assembling, organizing, and providing, in a responsive and prompt fashion, and,
upon request, expedited fashion, all documents, records, information, and other evidence in UBS’s
possession, custody, or control as may be requested by the Government related to its United States cross-
border business and the Disclosed Accounts;

(c).  Providing, at its own expense, fair and accurate translations of any foreign
language documents produced by UBS to the Government pursuant to paragraph 9 of this Agreement as
may be requested by the Government, and;

(d).  Providing testimony or information, including testimony and information
necessary to identify or establish the original location, authenticity, or other basis for admission into
evidence of documents or physical evidence in any criminal or other proceeding as requested by the
Government, including information and testimony concerning the Government’s investigation, including
but not limited to the conduct set forth in the Statement of Facts.

Nothing in this Agreement, however, shall require UBS to waive any of the protections of the attorney-
client privilege, attorney work-product doctrine or any other applicable privilege.

12. UBS agrees that its obligations to cooperate under the terms set forth in this Agreement
(and further delineated in the Account Disclosure Letter and subject to the limitations set forth in
paragraph 13 of this Agreement) will continue even after the dismissal of the Information, and UBS will
continue to fulfill the cooperation obligations set forth in this Agreement and the Account Disclosure
Letter in connection with any investigation, criminal prosecution, or civil proceeding brought by the

Government arising out of the conduct set forth in the Information and the Statement of Facts and
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relating in any way to the Government’s investigation of UBS’s United States cross-border business.

13. On July 1, 2008, the United States District Court for the Southern District of Florida
granted the IRS authority to issue and serve upon UBS a “John Doe” summons seeking records for
United States persons who maintained accounts with UBS in Switzerland, which records are located in
Switzerland. The United States will be seeking enforcement of this summons, but shall not deem UBS’s
interposing of any defenses, objections, arguments or the filing of any motions in a proceeding to enforce
this summons, and/or its exhausting of all available appellate remedies relative to the enforcement of this
summons to be a violation or breach of any provision of this Agreement. Nothing in this Agreement
shall constitute an admission by the Government that Swiss law is a valid defense to compliance with
the “John Doe” summons and nothing in this Agreement will prevent UBS from arguing that Swiss law
is a bar to compliance with the “John Doe” summons. If UBS fails to comply with an enforcement order
after all its appellate remedies have been fully and finally exhausted, the Government may, in its sole
discretion, after consultation with the IRS and the Board of Governors of the Federal Reserve System,
deem this to be a material violation of this Agreement under paragraphs 16 and 18 below. In addition,
nothing in this Agreement shall limit the rights, arguments, defenses, and/or objections of either the
United States or UBS in any proceeding to enforce the “John Doe” summons referenced herein.

Deferral of Prosecution

14. In consideration of UBS’s entry into this Agreement and its commitment to: (a) accept
and acknowledge responsibility for its conduct; (b) cooperate with the Government; (c) make payments
specified in this Agreement; (d) comply with United States federal criminal laws and any guidance,
directive or order issued by the Board of Govérnors of the Federal Reserve System, which is UBS’s

primary United States bank regulator; and (e) otherwise comply with all of the terms of this Agreement,
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the Government shall recommend to the Court that prosecution of UBS on the Information be deferred
for the period of the longer of eighteen (18) months from the date of the signing of this Agreement, the
resolution of the “John Doe” Summons enforcement action, or the completion of UBS’s Exit Program,
subject to the provisions of paragraph 18 below. UBS shall expressly waive indictment and all rights to
a speedy trial pursuant to the Sixth Amendment to the United States Constitution, Title 18, United States
Code, Section 3161, Federal Rule of Criminal Procedure 48(b), and any applicable Local Rules of the
United States District Court for the Southern District of Florida for the period during which this
Agreement is in effect.

15. The Government agrees that if UBS is in compliance with all of its obligations under this
Agreement, the Government shall: (i) within 30 days of the expiration of the 18 month period of deferral
(including any extension thereof) hereunder, seck dismissal with prejudice as to UBS of the Information
filed against UBS pursuant to paragraphs 1 and 14 above, and (ii) during the term of this Agreement and
thereafter, refrain from pursuing any additional charges against or investigation of UBS or any of its
past, present, or future subsidiaries or affiliates arising out of, in connection with, or otherwise relating
to the conduct of its United States cross-border business and its compliance with the QI Agreement, as
admitted to or disclosed by UBS. In addition, so long as UBS is in compliance with all of its obligations
under this Agreement, both during and at the expiration of the period of deferral (including any
extensions thereof), the Government shall not (1) seek to interfere with, revoke, or limit any licenses,
approvals or other authorizations to conduct broker-dealer, investment adviser, banking, investment
banking or other activities in the United States of UBS, or (ii) issue a grand jury subpoena to seek to
obtain the names of United States clients with accounts booked at UBS. This Agreement does not

provide any protection against prosecution for any crimes except as set forth above and does not apply to
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any individual or entity other than UBS as set forth herein. UBS and the Government understand that
the Agreement to defer prosecution of UBS must be approved by the Court, in accordance with 18
U.S.C. § 3161(h)(2). Should the Court decline to approve the Agreement to defer prosecution for any
reason, both the Government and UBS are released from any obligation imposed upon them by this
Agreement, and this Agreement shall be null and void.

16.  Itis further understood that should the Government in its sole discretion determine that
UBS has, after the date of the execution of this Agreement: (a) given false, incomplete, or misleading
information; (b) violated any United States federal criminal law or failed to comply with any guidance,
directive or order issued by the Board of Governors of the Federal Reserve System (excluding any
violations of federal criminal law relating to matters already under investigation or review by the
Government or any other federal department, agency, or authority); or, (c) otherwise committed a
material violation of this Agreement, UBS shall, in the Government’s sole discretion, thereafter be
subject to prosecution for any federal criminal violations of which the Government has knowledge,
including but not limited to a prosecution based on the Information of the conduct described therein.
Any prosecution may be premised on any information provided by or on behalf of UBS to the
Government at any time. Any prosecutions that are not time-barred by the applicable statute of
limitations on the date of this Agreement may be commenced against UBS within the applicable period
governing the statute of limitations. In addition, UBS agrees to toll, and exclude from any calculation of
time, the running of the federal criminal statute of limitations for the duration of this Agreement. By this
Agreement, UBS expressly intends to and hereby does waive its rights in the foregoing respects,
including any right to make claims premised on the statute of limitations, as well as any constitutional,

statutory, or other claim concerning pre-indictment delay. These waivers are knowing, voluntary, and in
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express reliance on the advice of UBS’s counsel.

17. It is further agreed that in the event that the Government, in its sole discretion, determines
that UBS has committed a material violation of this Agreement, including UBS’s failure to meet its
obligations under this Agreement: (a) all statements set forth in the Statement of Facts, as well as any
testimony given by UBS or by any employee of UBS before a grand jury, or otherwise, whether before or
after the date of this Agreement, or any leads from statements or testimony, shall be admissible in
evidence in any and all criminal proceedings hereinafter brought by the Government against UBS, and;
(b) UBS shall not assert any claim under the United States Constitution, Rule 11(f) of the Federal Rules
of Criminal Procedure, Rule 410 of the Federal Rules of Evidence, or any other federal rule, that
statements made by or on behalf of UBS before or after the date of this Agreement, or any leads derived
therefrom, should be suppressed or otherwise excluded from evidence. It is the intent of this Agreement
to waive any and all rights in the foregoing respects.

18. UBS agrees that, in the event that the Government determines, in its sole discretion,
during the period of deferral of prosecution described in paragraph 14 above (or any extension thereof)
that UBS has committed a material violation of this Agreement, a one-year extension of the period of
deferral of prosecution may be imposed in the sole discretion of the Government, and, in the event of
continuing or additional violations, additional one-year extensions as appropriate; provided, however,
that in no event shall the total term of the deferral of prosecution period of this Agreement exceed four
(4) years.

19.  UBS agrees that it shall not, through its attorneys, agents or employees, make any
statement, in litigation or otherwise, contradicting the Statement of Facts or UBS’s representations set

forth in this Agreement; provided, however, that the restrictions set forth in this paragraph are not
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intended to and shall not apply to any current or former UBS employee, or any other individual or entity,
in the course of any criminal, regulatory, or civil case, investigation, or other proceeding initiated by the
Government or any other governmental agency or aufhority against an individual or entity, whether in
the United States or any other jurisdiction, as long as the individual or entity is not authorized to speak
on behalf of UBS. Any contradictory statement by UBS shall constitute a breach of this Agreement and
UBS thereafter shall be subject to prosecution as specified in paragraph 16 above, or the deferral of
prosecution period shall be extended pursuant to paragraph 18 above. The decision as to whether any
contradictory statement will be imputed to UBS for the purpose of determining whether UBS has
breached this Agreement shall be at the sole discretion of the Government. Upon the Government’s
reaching a determination that a contradictory statement has been made by UBS, the Government shall
promptly notify UBS in writing of the contradictory statement, and UBS may avoid a breach of this
Agreement by repudiating the statement both to the recipient of the statement and to the Government
within 72 hours after receipt of notice by the Government. UBS consents to the public release by the
Government, in its sole discretion, of any repudiation.

20.  The Government agrees that nothing in this Agreement shall in any way prevent UBS
from taking good faith positions in litigation involving private parties, including asserting defenses and
affirmative defenses.

External Auditor

21.  UBS agrees to retain, at its own expense, an independent accounting or other appropriate
firm as described below (hereinafter the “Auditor”). The selection of the Auditor shall be subject to the
consent of the Government.

22.  The Auditor will conduct procedures testing, as agreed upon by the Government and
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UBS, and issue reports (on the eighth month and sixteenth month anniversaries of the Approval Date) of
UBS’s compliance with its obligations under this Agreement as to the progress of and compliance with
respect to the Exit Program described in paragraph 5 above and the implementation of an effective
program of internal controls with respect to compliance with the QI Agreement as set forth in paragraph
6 above. The Auditor shall submit reports of its findings and any recommendations to the Government
and the Audit Committee. The Government acknowledges that the audit process and any reports must
comply with Swiss law. UBS agrees to adopt reasonable recommendations to further enhance QI
Agreement-related compliance that may be set forth in the Auditor’s reports.

The Government’s Discretion

23.  UBS agrees that it is within the Government’s sole discretion to choose, in the event of a
violation of this Agreement, the remedies contained in paragraph16, or instead choose to extend the
period of deferral of prosecution pursuant to paragraph 18. UBS understands and agrees that the
exercise of the Government’s discretion under this Agreement is not reviewable by any court. Should
the Government determine that UBS has committed a material violation of this Agreement, the
Government shall provide prompt written notice to UBS addressed to its Group General Counsel,
Markus Diethelm, Esq., UBS AG, Bahnhofstrasse 45, CH-8098, Zurich, Switzerland, and to UBS’s
counsel, John Savarese and Ralph Levene of Wachtell, Lipton, Rosen & Katz, 51 West 52™ Street, New
York, New York, 10019, or to any successor UBS may designate, of the alleged material violation and
provide UBS with a three-week period from the date of receipt of notice in which to make a presentation
to the Government, including upon request by UBS the Assistant Attorney General in charge of the Tax
Division of the Department of Justice, to demonstrate that no material violation has occurred, or, to the

extent applicable, that the material violation should not result in the exercise of those remedies or in an
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extension of the deferral of prosecution period. The parties to this Agreement expressly understand and
agree that the exercise of discretion by the Government under this paragraph is not subject to further
review in any court or other tribunal outside of the United States Department of Justice.
Limits on This Agreement

24. It is understood that this Agreement is binding on UBS and the Government, but
specifically does not bind any other Federal agencies, any state or local law enforcement authorities, any
licensing authorities, or any regulatory authorities. However, if requested by UBS or its attorneys, the
Government will bring to the attention of any agencies or authorities, this Agreement, the cooperation of
UBS, and its compliance with its obligations under this Agreement, and any remedial steps specified in
or implemented pursuant to this Agreement.

Public Filing and Miscellaneous Provisions

25.  UBS and the Government agree that, upon filing of the Information in accordance with
paragraph 1 above, this Agreement (including the Statement of Facts and the other attachments hereto,
with the exception of Exhibit E, filed under seal) shall be filed publicly in the proceedings in the United
States District Court for the Southern District of Florida.

26.  This Agreement may be executed in counterparts, each of which shall constitute an

original and all of which taken together shall constitute one and the same document.
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27.  This Agreement sets forth all of the terms of the Deferred Prosecution Agreement
between UBS and the Government. No modifications or additions to this Agreement, in whole
or in part, shall be valid unless they are set forth in writing and signed by the Government,
UBS’s attorneys, and a duly authorized representative of UBS.

Respectfully submitted,

N
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JO . DICICCO, ESQ.

Actigg Assistant Attorney General

United States Department of Justice

Tax %ﬂ/ 74

SgAN . DOWNINE, ESQ
nior Litigation Counsel

MICHAEL P. BEN’ARY, ESQ.
Trial Attorney

R. ALEXANDER ACOSTA, ESQ.
United States Attorney
Southern District of Florida

JEFFREY A. NEIMAN, ESQ.
UBS AG Assistant United States Attorney
Defendant

MARKUS DIETHELM, ESQ.
Group General Counsel

WACHTELL, LIPTON, ROSEN, & KATZ

By:

JOHN F. SAVARESE, ESQ.
Counsel to UBS AG

RALPH M. LEVENE, ESQ.
Counsel to UBS AG





