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registration, could engage in with such U.S. private clients either while in the United States
or by using U.S. jurisdictional means such as telephone, fax, mail or e-mail, including the
provision of investment advice and the soliciting of securities orders. During the relevant
time period from 2001 through 2007, UBS private bankers in this U.S. cross-border
business traveled to the United States to meet with certain U.S. private clients, and
communicated by telephone, fax, mail and/or e-mail with such U.S. private clients while
those clients were in the United States. Certain of these U.S. clients had chosen not to
provide UBS with an IRS Form W-9 with respect to their UBS accounts and thereby
concealed such accounts from the IRS.

4.A.  Beginning in 2000 and continuing until 2007, UBS, through certain private bankers and
managers in the U.S. cross-border business, participated in a scheme to defraud the United
States and its agency, the IRS, by actively assisting or otherwise facilitating a number of
U.S. individual taxpayers in establishing accounts at UBS in a manner designed to conceal
the U.S. taxpayers’ ownership or beneficial interest in said accounts. In this regard, said
private bankers and managers facilitated the creation of such accounts in the names of
offshore companies, allowing such U.S. taxpayers to evade reporting requirements and to
trade in securities as well as other financial transactions (including making loans for the
benefit of, or other asset transfers directed by, the U.S. taxpayers, and using credit or debit
cards linked to the offshore company accounts).

4.B. In connection with the establishment of such offshore company accounts, UBS private
bankers and managers accepted and included in UBS’s account records IRS Forms W-
8BEN (or UBS’s substitute forms) provided by the directors of the offshore companies
which represented under penalty of perjury that such companies were the beneficial owners,
for U.S. federal income tax purposes, of the assets in the UBS accounts. In certain cases,
the IRS Forms W-8BEN (or UBS’s substitute forms) were false or misleading in that the
U.S. taxpayer who owned the offshore company actually directed and controlled the
management and disposition of the assets in the company accounts and/or otherwise
functioned as the beneficial owner of such assets in disregard of the formalities of the
purported corporate ownership.

4.C.  Additionally, said private bankers and managers would actively assist or otherwise facilitate
certain undeclared U.S. taxpayers, who such private bankers and managers knew or should
have known were evading United States taxes, by meeting with such clients in the United
States and communicating with them via U.S. jurisdictional means on a regular and
recurring basis with respect to their UBS undeclared accounts. This enabled the U.S.
clients to conceal from the IRS the active trading of securities held in such accounts and/or
the making of payments and/or asset transfers to or from such accounts. Certain UBS
executives and managers who knew of the conduct described in this paragraph continued to
operate and expand the U.S. cross-border business because of its profitability. It was not
until August 2007 that executives and managers made a decision to wind down the U.S.
cross-border business. Executives and managers delayed this decision due to concerns that
it would be costly, that it was not likely a third party buyer of the business could be found,
and it could damage UBS’s business reputation.
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5. In or about 2004, the UBS Wealth Management International business changed its
compensation approach to take account of a number of factors, including net new money,
return on assets, net revenue, direct costs and assets under management, with weightings
varying depending on the particular geographic market involved. Thereafter, the managers
of the U.S. cross-border business implemented this new compensation structure in a way
that provided incentives for U.S. cross-border private bankers to expand the size of the U.S.
cross-border business. This encouraged those private bankers to have increased contacts in
the United States with U.S.-resident private clients via travel to the United States and
contact with U.S. clients via telephone, fax, mail and/or e-mail.

The U.S. Cross-Border Business

6. U.S. private clients often visited their private bankers in Switzerland and otherwise
communicated with their private bankers from outside the United States. However, during
the relevant period, Swiss-based UBS private bankers also traveled to the United States to
meet with certain of their U.S. private clients, including U.S. persons who were beneficial
owners of offshore companies that maintained accounts at UBS. This U.S. cross-border
business was serviced primarily from service desks located in Zurich, Geneva, and Lugano,
which employed about 45 to 60 Swiss-based private bankers or client advisors who
specialized in servicing U.S. clients. These private bankers traveled to the United States an
average of two to three times per year, in trips that generally varied in duration from one to
three weeks, and generally tried to meet with about three to five clients per day. An
internal UBS document estimated that U.S. cross-border business private bankers had made
approximately 3,800 visits with clients in the United States during 2004. In addition, while
in Switzerland, these private bankers would communicate via telephone, fax, mail and/or e-
mail with certain of their private clients in the United States about their account
relationships, including on occasion to take securities transaction orders in respect of
offshore company accounts. Private bankers in the U.S. cross-border business typically
traveled to the United States with encrypted laptop computers to maintain client
confidentiality and received training on how to avoid detection by U.S. authorities while
traveling to the United States.

7. In response to concemns expressed in 2002 by some clients of the U.S. cross-border business
regarding the effect of UBS’s then-recent acquisition of U.S.-based brokerage firm
PaineWebber on UBS’s ability to keep client information confidential, UBS sought to
reassure such clients that Swiss bank secrecy restrictions would continue to protect the
confidentiality of their identities. Thus, on or about November 4, 2002, two managers in
the U.S. cross-border business sent a form letter to U.S. clients of UBS, noting that UBS
had been exposed to, and successfully challenged, attempts by U.S. authorities to assert
jurisdiction over assets in accounts maintained abroad since it opened offices in the U.S. in
1939, and that the QI Agreement fully respected client confidentiality and thus UBS would
be able to maintain the confidentiality of client information.

8. During the relevant period, UBS’s U.S. cross-border business provided securities-related
and investment advisory services to accounts of approximately 11,000 to approximately
14,000 U.S.-domiciled U.S. private clients who had chosen not to provide an IRS Form
W-9 (or UBS’s substitute form) to UBS or who were the underlying beneficial owners of
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10.

11.

offshore companies that maintained accounts with UBS. The U.S. cross-border business
generated approximately $120 million - $140 million in annual revenues for UBS and was
relatively a very small part of UBS’s global wealth management business: in 2007, for
example, all of NAM (the business sector that included, among other businesses, the U.S.
cross-border business) represented only approximately 0.3% of all client advisors; 0.7% of
invested assets; 1.03% of clients; and 0.3% of net new money.

The QI Agreement

In 2000, UBS decided to apply to become a QI because operating as a QI would enable
UBS to continue handling U.S. securities transactions for non-U.S. persons in accordance
with the requirements of the QI Agreement at reduced U.S. withholding tax rates and to
handle QI-compliant accounts for U.S. persons. Also in 2000, UBS began communicating
with its U.S. clients about the requirements of the QI Agreement. On July 14, 2000,
managers in the U.S. cross-border business, with the approval of UBS’s QI Coordination
Committee, which was made up of various groups, including the U.S. cross-border business
and UBS’s Group Tax, Legal, Compliance, Operations and Financial Planning departments,
changed the wording on a UBS form letter that was sent to U.S. clients entitled
“Declaration for US Taxable Persons” from “I would like to avoid disclosure of my identity
to the US Internal Revenue Service under the new tax regulations” to “I am aware of the
new tax regulations” after U.S. clients expressed concern that the form as originally drafted
could be considered an admission of tax evasion by such U.S. clients.

In advance of the January 1, 2001 effective date of the QI Agreement, UBS undertook
substantial implementation efforts designed to address its obligations under the QI
Agreement, including through a global program to communicate the new QI requirements
to all affected clients, new policies, procedures and IT systems, and training. As part of
those QI compliance efforts, UBS obtained authorizations from U.S. clients holding U.S.
securities to sell, or required sales by such U.S. clients, totaling approximately $530 million
of U.S. securities prior to the January 1, 2001 effective date of the QI Agreement. Asa
result of these efforts, the vast majority of UBS’s U.S. person client accounts no longer held
U.S. securities by the effective date of the QI Agreement and had executed waivers
agreeing not to invest in U.S. securities in the future.

The Offshore Company Scheme

Some U.S. clients, however, indicated that they wanted to continue to maintain their U.S.
securities holdings and not provide UBS with an IRS Form W-9 (or UBS’s substitute form),
thereby concealing their U.S. securities holdings from the IRS. As part of its QI
compliance efforts, UBS had issued written guidelines advising U.S. cross-border managers
and private bankers not to actively assist U.S. taxpayers who may seek to establish offshore
companies, and that any such companies should respect corporate formalities and not be
operated as a sham, conduit or nominee entity. Internal UBS documents also noted that
active assistance by private bankers to help U.S. private clients set up offshore companies
to evade the U.S. securities investment restrictions in the QI Agreement might be viewed as
actively helping such clients to engage in tax evasion. Notwithstanding those warnings,
certain managers in the U.S. cross-border business thereafter authorized UBS private
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bankers to refer those U.S. clients who did not wish to comply with the new requirements
of the QI Agreement to certain outside lawyers and consultants, and did so with the
understanding that these outside advisors would help such U.S. clients form offshore
companies in order to enable such clients to evade the U.S. securities investment
restrictions in the QI Agreement. Thus, rather than risk losing these clients, UBS, through
such referrals to outside advisors made by certain private bankers and managers in the U.S.
cross-border business, assisted such U.S. clients in creating and maintaining sham, nominee
or conduit offshore companies in jurisdictions like Panama, Hong Kong, and the British
Virgin Islands, that enabled such clients to conceal their investments in U.S. securities, and
thereby evade UBS’s obligation to provide tax information reporting on an anonymous
basis and to backup withhold with respect to certain payments made to such accounts.

12.  Also as part of the offshore company scheme, such offshore structures continued to be
established after the January 1, 2001 effective date of the QI Agreement. For example, on
August 17, 2004, certain managers in the U.S. cross-border business organized a meeting in
Switzerland for certain UBS private bankers with outside lawyers and consultants to review
options for the establishment of offshore entity structures in various tax-haven jurisdictions,
including recommendations to U.S. clients who did not appear to declare income/capital
gains to the IRS.

Inadequate Compliance Systems

13. During the period from 2000 through 2007, UBS adopted a series of compliance initiatives
that were intended to improve compliance by the U.S. cross-border business with UBS
policies, the QI Agreement and U.S. laws. For example, UBS adopted written policies
regarding the proper handling of accounts for offshore companies beneficially owned by
U.S. persons, including prohibitions on actively assisting undeclared U.S. private clients in
setting up legal entity structures to evade QI Agreement restrictions against U.S. persons
holding U.S. securities, and advisory guidelines which stated that offshore companies
beneficially owned by U.S. persons should follow corporate formalities and should not be
operated as sham, conduit or nominee entities. In addition, UBS adopted written policies
designed to prevent UBS private bankers from providing securities-related and investment
advisory services to U.S. private clients, including prohibitions on taking securities orders
from or furnishing securities investment advice to U.S. clients, while those clients were in
the United States, or by using U.S. jurisdictional means, as well as, among other things,
instituting written internal guidelines, IT system changes, training, and centralizing the
cross-border servicing of U.S. clients at desks in Zurich, Geneva and Lugano.

14. However, during the relevant time period, UBS did not develop and implement an effective
system of supervisory and compliance controls over the private bankers in the U.S. cross-
border business to prevent and detect violations of UBS policies regarding the proper
handling of accounts for offshore companies beneficially owned by U.S. persons, and
regarding restrictions on providing securities-related and investment advisory services to
U.S. clients while those clients were in the United States or by using U.S. jurisdictional
means. UBS failed to monitor and control the activities of certain private bankers and
managers in the U.S. cross-border business, and, as a result, some private bankers and their
managers came to believe that a certain degree of non-compliance with UBS policy was
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acceptable in connection with operating the U.S. cross-border business. Also, despite the
above-described policies prohibiting certain contacts with U.S. persons, UBS did not have
an effective system to capture and record instances when private bankers in the U.S. cross-
border business may have violated U.S. laws. As a result, UBS did not monitor such
activity and thus was not able to determine whether or not such activity may have required
tax information reporting and backup withholding for certain payments made to the
accounts of such clients.

15. Following a March 2006 whistleblower letter by a former Geneva-based UBS private
banker alleging that the actual practices of UBS private bankers ran contrary to an internal
legal document posted on UBS’s intranet that outlined what business practices were
forbidden by UBS and further alleging that the actual practices were actively encouraged by
managers in the U.S. cross-border business, UBS conducted a limited internal investi gation
of the U.S. cross-border business. That investigation did not examine or follow up on
available evidence of private banker communications with U.S. clients and, as a result, it
found only “isolated instances” of non-compliance. A thorough investigation would have
uncovered violations of U.S. law as described in this statement of facts.
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EXHIBIT D
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EXHIBIT D TO DEFERRED
PROSECUTION AGREEMENT

INFORMATION LETTER REGARDING TERMINATION OF YOUR CURRENT
BUSINESS RELATIONSHIP WITH UBS AG

Dear Client,

On 17 July 2008, UBS publicly announced that we will no longer provide cross-border services to
U.S. domiciled private clients and to offshore trusts, foundations and non-operating corporations
beneficially owned by a U.S. individual) through non-U.S. regulated entities, such as the UBS unit
currently serving you. UBS is writing to you today to provide information on how this change
affects you.

UBS unfortunately will no longer be able to continue to provide services to you through your
current account relationship. Going forward, UBS will provide services to persons domiciled in
the United States solely through our U.S.-regulated domestic U.S. business (UBS Wealth
Management USA) and our other SEC-registered units such as UBS Swiss Financial Advisers
AG (“UBS SFA”) and UBS International Hong Kong Limited (UBS-1) with client assets booked in
New York. We are thus providing you with notice to terminate your current banking relationship
and all associated services and agreements with the master number [[NUMBER]] within 45 days
from the date of this letter, pursuant to Article 13 of the General Terms and Conditions of your
agreement with UBS AG.

UBS is fully committed to executing the complete exit from this business as expeditiously as
possible and in an orderly and lawful manner. This exit will result in the termination of your current
business relationship with the UBS unit currently serving you.

What you must do in connection with the closure of your account.

You must promptly instruct us to transfer the positions currently held in your account (or to
liquidate such positions and transfer any resulting proceeds) to a financial institution that you
designate. Further, you must promptly instruct us to transfer all contents, including cash, property
and documents, held in your custody, safety deposit box or other safekeeping accounts. In this
regard, a return notice form is enclosed. We kindly ask that you execute this form and return it to
us within 45 days.

We suggest that you authorize a transfer to one of our SEC registered entities -- UBS Wealth
Management USA, UBS SFA or UBS-! -- each of which allows UBS to provide a broad array of
quality advice and services to U.S. clients (in the US and elsewhere) consistent with our global
standards. Please note that a transfer to any of these UBS units requires that you supply a
properly executed U.S. Form W-9. "Request for Taxpayer Identification Number and Certification”
[Note: Attach or enclose — W-9].

U.S. clients have responded very positively to the investment opportunities and service models
that those units offer. UBS Wealth Management USA provides a complete set of domestic
wealth management services to private clients through 480 branches throughout the United
States and 8100 client advisors. UBS SFA is a Swiss-based investment adviser that offers
investment programs, trained private bankers, and expertise in global investment diversification.
UBS-l is a Hong Kong based investment adviser (with client assets booked in New York) that
offers investment programs, trained private bankers, and expertise in global investment
diversification.
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What other considerations might apply in connection with the closure of your account.

UBS recommends that you consult with your U.S. tax advisor or tax preparer to determine any
applicable U.S. tax consequences in connection with the closure of your existing UBS account,
including whether you have any additional U.S. tax return filing or other disclosure obligations with
respect to prior tax years or the closure of your account. In the event that you and your tax
advisor identify any issues arising from prior tax years, UBS would like to inform you that the
Internal Revenue Service (IRS) has a voluntary disclosure practice to encourage U.S. taxpayers
to bring themselves voluntarily into full compliance with the U.S. tax laws, and, in exchange, the
IRS ma ide for substantial relief from otherwise applicable penalties and fines.

What are the consequences of not pursuing voluntary disclosure to address any issues
arising from prior tax years in connection with the closure of your account.

You should be aware that, as publicly reported, the Department of Justice (DOJ) has an ongoing
investigation of United States taxpayers using offshore accounts to evade U.S. taxes and defraud
the IRS. As publicly reported, UBS is continuing to cooperate with the ongoing investigation. In
addition, as publicly reported, the IRS has issued a civil “John Doe” summons to UBS seeking the
identities of U.S. taxpayers who maintained accounts with UBS in Switzerland for which they did
not supply UBS with an IRS Form W-9. We understand that, among other things, if the DOJ and
IRS based on information obtained through these processes, or otherwise, were to initiate a civil
examination or criminal investigation of a taxpayer who has not already pursued voluntary
compliance, the advantages of the IRS voluntary disclosure practice will be unavailable.

Please be advised that, pursuant to Swiss law requirements, UBS will preserve all records of your
account following termination for a period of ten years.

What will UBS do to help you in connection with the closure of your account.

UBS has assembled and trained a dedicated team of advisory personnel to fully support you in
relation to the closing of your account(s). In order to assist clients with voluntary disclosure to the
IRS, UBS will provide documentation necessary, including income statements and, upon request
by an accredited tax advisor of your choice, capital gain and loss statements free of charge.

What will happen if you do not provide instructions within 45 days with respect to your
account.

Please be advised that if your instructions are not received within 45 days of the date of this letter,
UBS AG will initiate any steps deemed appropriate for the closure of and remittance of funds in
your account. Such steps may include the liquidation of your assets, and sending a U.S. dollar-
denominated check to you in the amount of the closing balance of your account, or the holding of
such a check at UBS in Switzerland for you.

Should you have any questions, please do not hesitate to contact UBS AG at [[INUMBER]].
Sincerely,

Stephan Zimmermann
Chief Operating Officer Global WM&BB





