Exhibit X

UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF FLORIDA

CASE NO. 09-60033-CR-COHN

UNITED STATES OF AMERICA

¥N.

UBS AG

Defendant.

DEFERRED PROSECUTION AGREEMENT

The United States Department of Justice Tax Division and the United States Attorney’s Office
for the Southern District of Florida (the “Government™) and the delendant UBS AG ("UBS”), by its
Group General Counsel and undersigned attorneys, pursuant to the authority granted to them by its
Board of Directors in the form of a Board Resolution, attached hereto as Exhibit AL hereby enter into this
Deferred Prosecution Agreement (the “Agreement™).

The Criminal Information

1. UBS will warve indictment and consent to the filing of a onc-count Information (the
“Information™) in the United States District Court for the Southern District of Florida (the “Court™)
charging UBS with participating in a conspiracy to defraud the United States and its agency the Internal
Revenue Service (“TRS™) in violation of 18 U.S.C. § 371. A copy of the Information is attached hereto

as Fxhibit B.




Acceptance of Responsibility for Vielation of Law

2. UBS acknowledges and accepts that, as set forth in the Statement of Facts, attached
hereto as Exhibit

Beginning in 2000 and continuing until 2007, UBS. through certain private bankers and
managers in the United States 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 United States individual taxpayers in establishing accounts at UBS ina
manner designed to conceal the United States taxpayers’ ownership or benelicial intercst
in these accounts. In this regard, these private bankers and managers lacilitated the
creation of accounts in the names of offshore companies, allowing United States
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 United States taxpayers, and using credit or debit cards linked to the
offshore company accounts).

In connection with the establishment of these offshore company accounts, UBS private
bankers and managers accepted and included in UBS’s account records IRS Forms W-
$BEN (or UBS’s substitute forms) provided by the directors of the oftshore companies
which represented under penalty of perjury that these companics were the beneficial
owners, for United States federal income tax purposes. of the asscts in the UBS accounts.
In certain cases, the IRS Forms W-8BEN (or UBS’s substitute forms) were false or
mislcading in that the United States 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 the asscts in disregard of
the formalitics of the purported corporate ownership.

Additionally, these private bankers and managers would actively assist or otherwise
facilitate certain undeclared United States taxpaycrs, who these private bankers and
managers knew or should have known were evading United States taxes, by meeting with
these clicnts in the United States and communicating with them via United States
jurisdictional means on a regular and recurring basis with respect to their UBS undeclared
accounts. This enabled the United States clients to conceal from the IRS the active
trading of securities held in these accounts and/or the making ot payments and/or assct
transfers to or from these accounts. Certain UBS cxecutives and managers who knew of
the conduct described in this paragraph continued to operate and expand the United States
cross-border business because of its profitability. It was not until August 2007 that
exccutives and managers made a decision to wind down the United States cross-border
business. xecutives 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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3. Pursuant to this Agreement, UBS agrees that it shall pay to the United States a total off
$780.000,000 (the ~Settiement Amount”), which includes (i) $380,000.000 in disgorgement of the
profits from maintaining the United States cross-border business from 2001 through 2008, of which
$200.000.000 will be separately paid to the United States Sccurities and Exchange Commission (the
“QI*(C™) pursuant to a payment schedule set torth in the Consent Order and Final Judgment, and (i1)
$400.000.000 for: federal backup withholding tax required to be withheld by UBS with respect 1o the
Disclosed Accounts for calendar years 2001 through 2008: interest and penalties: and restitution for
unpaid taxcs. together with interest thereon, for undeclared United States taxpavers who were actively
assisted or facilitated by UBS private bankers who met with these clients in the United States and
communicated with them via United States jurisdictional means on a regular and recurring hasis as
described in paragraph 4 of the Statement of Facts (as agreed to more fully in a separate letter between
the IRS and UBS). In recognition of the current international financial crisis and alter consultation with
the Federal Reserve Bank of New York, the Government will forgo additional penaltics. In addition to
the $200,000.000 to be paid to the SEC pursuant to the Consent Order and Final Judgment as noted
above. the balance of the Settlement Amount shall be paid to DOJIRS in installments as tollows:
within 30 days of the Court’s approval of this Agreement (the “Approval Date™), $115.000.000; s1x
months after the Approval Date, $40,000,000; at the one-year anniversary of the Approval Daie.
$180.000.000: and at the one and one-half year anniversary of the Approval Date, $245,000,000. UBS
shall have the option to accelerate all payments due under this Agreement. Further UBS has the option,
as needed. at any time before the one and one-half year anniversary of the Approval Date, of extending
the final payment by up to the four-year anniversary of the Approval Date by providing written notice to

the Government.



4. UBS agrees that no portion of the amounts that UBS has agreed to pay to the United
Sates under the terms of this Agreement is deductible on any United States lederal, state, or local tax
return,

Permanent Restrictions On and Elevated Standards for
UBS’s United States Cross-Border Business

S. The Government recognizes that UBS has previously ammounced that it will exit the
United States cross-border business and in the future will only provide banking or securilies services to
United States resident private clients (including offshore trusts, foundations. and non-opcrating

companics with one or more United States individuals as a beneficial owner) through subsidianes or

affiliates registered to do business in the United States with the United States Seccurities and Exchange
Commission (“SEC™) and which require United States private clients to supply a fully exccuted IRS
Form W-9. “Request for Taxpaycer Identification Number and Certification” (the “Exit Program™). Upon
acceptance of this Agreement by the Court. UBS shall undertake to implement the L:xit Program in an
orderly and expeditious manner consistent with the client communication attached hereto as kxhibit D.
The Exit Program shall be overseen by the Risk Commitice of the Board of Dircctors of URBS (the “Risk
Committee”). which has delegated responsibility for administering and monitoring the Exit Program to
the Exit Decision Committee. which in turn shall provide periodic reports to the Risk Commuttee on the
progress of the Exit Program. In addition, during the term of this Agreement, UBS will provide to the
Government periodic reports on the progress of the Exit Program, subject to applicable Swiss laws. The
first report shall be due on or before the sixth month anniversary of the Approval Date, and subsequent
reports shall be duc on a quarterly basis during the term of this Agreement. The Exit Decision

Committee shall take steps to sce that adequate records are maintained to permit the progress and



imnicimentation of the Exit Program to be subjected to agreed upon procedures testing as set forth n
paragraphs 21-22 below.

6. In addition to implementing the Exit Program, UBS agrees to implement and maintain an
effective program of internal controls with respect to compliance with UBS’s obligations under the
Qualified Intermediary (“QI”) Agreement and related rules or regulations (the ~QI Compliance
Program™). ‘T'he QI Compliance Program shall include. but not necessarily be limited to, the following
measurcs:

(a).  The appointment of personnel with direct authority for oversight of UBS’s
performance under the QI Agreement. in this regard, UBS has established the position of Group Head
U.S. Withholding and QI Compliance, which position has direct reporting responsibility to the head of
Group Tax and the Risk Committee. In addition, UBS has cstablished the position of Wealth
Management and Swiss Bank Unit’s QI Tax Coordinator, which position has primary day-1o-day
responsibility over Wealth Management’s performunce under the Q1 Agreement and which position has
reporting responsibility to the Chief Compliance Officer in Switzerland:

(b).  The development and implementation of enhanced written policics and
procedures 1o promote compliance under the QI Agreement;

(¢).  The dcvelopment and implementation of enhanced controts to identily, prevent,
deteet and correct any material failures in UBS’s performance under the QI Agreement (including
auditing and testing procedures);

(d).  The development and implementation of periodic training of relevant personnel
with respect to compliance with the QI Agreement and UBS’s QI Agrecement-related internal policies

and procedures; and



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

7. T'he obligations set forth in paragraph 6 above shall apply only so long as UBS continues
to serve as a Qualitied Intermediary. and this Agreement does not modily 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 Q!
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 bave 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 (o identify issues of Group level importance, and will have final authority with respect Lo
compensation and promotion matters for divisional level legal and compliance personncl.

Disclosure of Client Data

9. Pursuant to and consistent with an order issued by the Swiss Financial Market
Supervisory Authority (“FINMAT), UBS shall provide or cause to be provided 1o the Government the
identities and account information of certain United States clients (the “Disclosed Accounts™) as set
forth in a lettcr between UBS and the Government, dated February 16, 2009 (the “Account Disclosure
I.ctter”). attached hercto as Tixhibit 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 satistied.



Couperation

10. The Government acknowledges that UBS has provided substantial and important
assistance to the Governmient in connection with the investigation of UBS’s United States cross-border
business. Among other things, UBS undertook substantial cfforts to provide information to assist Lnited
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 1t
has provided to datc 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 conncction with its cooperation
obligations under this Agreement and that FINMA and other competent Swiss Authoritics provide
authoritative guidance in this regard. Therefore, consistent with the disclosure obligations set forth 1n
paragraph 9 of this Agreement and Swiss law, UBS agrees to cooperate fully with the Govermnent
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 prosccution based on
information disclosed pursuant to paragraph 9 above and as set forth in the Account Disclosure Letter.

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

(a).  Completely and truthfully disclosing all information in its possession to the

ST



Government about which the Government may inquire in connection with its investigation of UBS’s
United States cross-border business;

(h).  Assembling, organizing, and providing, in a responsive and prompl 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 Govermment related to its United States €ross-
border business and the Disclosed Accounts;

(¢c).  Providing, at its own expense. fair and accurate translations of any foreign
language documents produced by UBS 1o the Government pursuant to paragraph 9 of this Agrcement as
may be requested by the Government, and:

(d).  Providing testimony or information, including testimony and information
necessary 1o identity 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
put not limited to the conduct set forth in the Statement of Facts.

Nothing in this Agreement. however, shall require UBS 1o waive any ol 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 sct forth in this Agreement
(and further delineated in the Account Disclosure Letter and subject to the limitations sct 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
I clier 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 busincss)

13. On July 1. 2008, the United States District Court for the Southern District of Florida
granted the IRS authority to issuc and serve upon UBS a *John Doe” summons sceking 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 procceding to enforce
this summons. and/or its exhausting of all availablc appellate remedics relative to the enforcement of this
summons o 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 Doc™ summons. 1f 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, afler consultation with the IRS and the Board of Governors of the Federal Rescrve System,
decn 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 Doc™ summons referenced hercin.

Deferral of Prosecution

14 In consideration of UBS’s entry into this Agreement and its commitment to: (a) accept
and acknowledge responsibilily for its conduct: (b) cooperate with the Government; (¢) 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 Governors of the Federal Reserve System, which 1s UBS’s

primary United States bank regulator: and (¢) otherwise comply with all of the terms of this Agreement,
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the Government shall recommend to the Court that prosceution 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 cffect.

15. The Government agrees that if UBS is in compliance with all of its obligations under this
Agrecment. the Government shall: (1) within 30 days of the expiration ol the 18 month period of deferral
(including any extension thercof) hereunder, scek dismissal with prejudice as to UBS ol the Information
filed against UBS pursuant 1o paragraphs 1 and 14 above, and (i1) during the term of this Agreement and
thercafier, refrain from pursuing any additional charges against or investigation of UBS or any of its
past, present, or future subsidiaries or aftiliates arising out of. in connection with, or otherwise relating
to the conduet of its United States cross-border business and its comphiance with the QI Agreement. as
admitted to or disclosed by UBS. Qn addition. so long as UBS is in compliance with all ol its obhgations
under this Agreement, both during and at the expiration of the period of deterral ( including any
extensions thereof), the Government shall not (i) seck to interfere with. revoke, or limit any licenscs,
approvals or other authorizations to conduct broker-dealer, investment adviser, banking, investment
banking or other activitics in the United States of UBS)or (i1) issuc a grand jury subpoena to seck 1o
obtain the names of United States clients with accounts booked at UBS. 'This Agreement docs not

provide any protection against prosecution for any crimes except as sct forth above and does not apply t
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any individual or entity other than UBS as sct forth herein. UBS and the Government understand that
the Agreement to defer prosceution of UBS must be approved by the Court, in accordance with 18
U.S.C. 8 3161(h)(2). Should the Court decline to approve the Agreement to defer prosecution for any
reason. both the Government and UBS are rejeased from any obligation imposed upon them by this
Agreement, and this Agreement shall be null and void.

16. Itis further understood that should the Govermment in its sole discretion determine that
1B has. after the date of the exccution of this Agreement: (a) given false. incomplete, or misleading
information: (b) violated any United Statcs 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, (¢) otherwise committed a
material violation of this Agreement, UBS shall, in the Government’s sole discretion, thereafter be
subject to prosccution 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 lhcrcill.}
Any prosecution may be premiscd 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 tederal criminal statute of limitations for the duration of this Agreement. By th
Agrecment, UBS expressly intends to and hereby does waive its rights in the loregoing 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 ir
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express reliance on the advice of UBS’s counsel.

17./  Ttis further agreed that in the event that the Government, in its sole discretion, determines
(hat UBS has committed a material violation of this Agreement, including UBS’s failure to meet its
obligations under this Agreement: (a) all statements sct forth in the Statcment of Facts, as well as any
testimony given by UBS or by any employee of U BS before a grand jury, or otherwise, whether before or
afier the date of this Agreement, or any leads {rom statements o1 testimony, shall be admissible in
cevidence in any and all criminal procecdings hereinafier brought by the Government against UBS, and;
() 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 Tividence, or any other federal rule, that
statements made by or on behalf of UBS before or after the date of this Agrcement, or any lcads derived
therefrom, should be suppressed or otherwise excluded from evidence. [t 1s the intent of this Agreement
to waive any and all rights in the foregoing respeets.

8. UBS agrees that, in the event that the Government determines, in its sole discretion,
during the period of deferral of prosccution described in paragraph 14 above (or any extension thereof)
(hat 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 onc-year extensions as appropriate; provided, however,
that in no event shall the total term of the deferral of prosccution period of this Agreement exceed four
(4) years.

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

forth in this Agrecment; provided, however, that the restrictions sct 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.
m the course of any crniminal. regulatory, or civil case, investigation. or other procecding initiated by the
Government or any other governmental agency or authority against an individual or entity, whether in
the United States or any other jurisdiction. as long as the individual or entity 1s 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 specificed in paragraph 16 above. or the deferral of
prosccution 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
rcaching 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
Agrcement by repudiating the statement both to the recipient of the statement and to the Government
within 72 hours afier 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 agrecs that nothing in this Agreement shall in any way prevent UBS
from taking good faith positions in litigation involving private parties, including asserting delenses and
allirmative defensces.

External Auditor

21. UBS agrees to retain, at its own expense, an independent accounting or other appropriate

tirm 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



